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Andy Schleck of Luxembourg raises his fist as he wins Thursday’s Tour de France 17th stage ahead of
Spain’s Alberto Contador, left, who hopes to still be wearing the leader’s yellow jersey on the podium
when the race finishes in Paris Sunday. Related article on Page 28, race report on WSJ.com/sport

A big hand for Schleck

Scotland rebuffs U.S. Senate
on Lockerbie hearing request

LONDON — Scotland’s gov-
ernment has rebuffed a re-
quest by a U.S. Senate com-
mittee to send two Scottish
officials to testify at a hearing
next week that will explore
the country’s release last
summer of the convicted
Lockerbie bomber amid alle-
gations that oil company BP
PLC may have influenced the
decision.

Neither Justice Secretary
Kenny MacAskill nor Scottish
Prison Service health director
Andrew Fraser will attend the
hearing in person, a spokes-
man for the Scottish govern-
ment said Thursday, noting
that the Scottish government

had already provided compre-
hensive written information
to the Senate.

The Senate has also in-
vited BP Chief Executive Tony
Hayward, BP Special Adviser
Mark Allen and former U.K.
Justice Secretary Jack Straw
to testify. A spokesman for BP
said Thursday that the com-
pany had received the invita-
tions but had yet to respond.
Mr. Straw couldn’t be reached
immediately for comment.

The Senate intends to ex-
plore Scotland’s decision last
summer to release former
Libyan security agent Abdel
Baset al-Megrahi. Scotland,
the U.K. and BP have all said
that the oil company played
no part in the decision to re-
lease Mr. Megrahi.

However, the complex cir-
cumstances surrounding Mr.
Megrahi’s release have re-
vived questions about BP’s
connection to the affair.

BP has said that in late
2007 it lobbied to speed up
the passage of a Prisoner
Transfer Agreement between
the U.K. and Libya, which was
ratified in 2009. Mr. Megrahi
applied to be sent back to
Libya under that agreement,
but the Scottish government
rejected his application.

Instead, it granted him a
“compassionate release” on
the grounds that he was suf-
fering from terminal prostate
cancer.

But more than 11 months
after his release, Mr. Megrahi
remains alive in Libya.

BY PAUL SONNE
AND ALISTAIR MACDONALD

EU banks face
results Friday
of stress tests

LONDON—After weeks of
anticipation, European bank
stress-test results are due out
late Friday after the region’s
stock markets close, a closely
watched bid to quell concern
about the stability of Euro-
pean banks after a spring of
fiscal and financial problems.

Most banks are expected
to pass the tests—which may
or may not be a good sign, de-
pending on whether the exer-
cise is deemed to be tough
enough.

Industry and government
officials in Greece, Spain and
Germany have hinted this
week that major banks in
their countries will come
through the tests without
trouble. That optimism, espe-
cially given challenges facing
a number of banks in each of
the three countries, has raised
questions about the rigor of
the tests.

Thus far only one bank,
Hypo Real Estate in Germany,

is known to have failed the
tests, but since it has already
been taken over by the gov-
ernment, its capital levels
aren’t an issue. The tests will
cover 91 banks in 20 Euro-
pean Union countries.

Critics say they fear a re-
peat of the widely-panned
stress tests that regulators
conducted last October. At
that time, European regula-
tors offered vague assurances
that the region’s banks were
sufficiently capitalized. The
fiscal and banking crisis that
emerged just a few months
later seemed to undercut that
view.

The current round of Euro-
pean tests, announced in mid-
June, is being compared with
the U.S. tests done in early
2009. Those tests, which
found that 10 of the 19 big
banks needed to raise an ad-
ditional $75 billion in capital,
are now seen as a turning
point in the U.S. financial cri-
sis.

At the time of implementa-
tion, the U.S. tests were

widely criticized in a manner
similar to the way in which
the European tests are being
panned. For instance, critics
in the U.S. attacked some of
the macroeconomic assump-
tions as overly optimistic, a
complaint that has been
lodged in Europe.

Under the EU test sce-
nario, the EU economy
shrinks by about 2% this year
and 1.25% in 2011, compared
with current expectations of
modestly positive growth in
both years. Michala Marcus-
sen, head of global economics
at Société Générale in Paris,
said the EU metrics are
broadly comparable to those
the U.S. imposed upon its
banks last year.

Ultimately, the U.S. tests
helped calm fears about
banks’ solvency, partly be-
cause their outcome seemed
credible. The exercise also
worked because the roughly
two-month testing process
served as a sort of prolonged
“bank holiday,” giving inves-

Please turn to page 6

BY DAVE KANSAS
AND DAVID ENRICH
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Plane makers strain
to set ash standards

LONDON—Three months
after volcanic ash temporarily
closed nearly 80% of Euro-
pean airspace, aircraft and en-
gine makers don’t appear any
closer to agreement on new
standards spelling out when it
is safe to fly through such
plumes.

On Thursday, industry
groups representing the larg-
est aerospace companies on
both sides of the Atlantic
called for further studies but
reiterated the potential dan-
gers of flying through even
low-level concentrations of
ash. Without reliable, onboard
ash-detection systems, the
group of chief executives
urged pilots to focus on

“avoidance of visible ash.”
Stung by widespread flight

cancellations and revenue
losses exceeding $1.7 billion
earlier this year, European
airlines have been pressing
for development of global
standards specifying safe ash
levels. But that has proved to
be a daunting task, partly be-
cause each eruption produces
different size particles with
unique chemical composi-
tions.

The effort to create indus-
trywide standards has created
debates and disagreements
among safety experts, indus-
try officials and national reg-
ulators. The U.S. Federal Avia-
tion Administration, for
example, argues that when-

Please turn to page 4
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Credit Suisse
cycles back
to the peloton

Investment banks suffered in the
second quarter, and Credit Suisse
Group was no exception.

The Swiss bank’s underlying net
income of 1.1 billion Swiss francs
($1.05 billion) was below expecta-
tions, but given the volatility in the
markets during the quarter, expecta-
tions didn’t count for much.

The 44% decline in investment-
banking revenue was unsurprising
in the context of the sharp falls in
trading revenue reported by U.S. in-
vestment banks this week. The weak
quarter is unlikely to alter percep-
tions of the underlying strength of
the bank.

Certainly, there was plenty for
investors to like in the results. The
private bank once again reported
strong net inflows of 13.8 billion
francs, with new money coming
from all parts of the world. Within
the investment bank, the equities
division, capital-markets and advi-
sory businesses all reported im-
proved revenue and increased mar-
ket share.

The bank’s robust capital posi-
tion, with a core Tier 1 ratio of
11.3%, strong liquidity and healthy
return on capital of 17% in the first
half should support a progressive
dividend policy while also shielding
the bank from regulatory risk.

That said, the slide in fixed-in-
come revenue behind the disap-
pointing investment-bank perform-
ance should give investors pause.

True, it is sticking to a disci-
plined approach to risk: Risk-
weighted assets continue to fall and
value-at-risk during the quarter re-
mained low.

Credit Suisse has been at the
forefront of the industry’s shift to a
more client-focused model, but that
strategy depends on substantial
market shares to make money in a
competitive environment.

Credit Suisse was one of the
clear winners from the financial cri-
sis, but to keep that status, it really
ought to be winning.

—Simon Nixon

What happens if Greece doesn’t default?
As far as the market is con-

cerned, a Greek government-debt de-
fault is pretty much baked in the
cake.

Greece, the International Mone-
tary Fund, the European Commission
and the European Central Bank may
refuse to even countenance the “D”
word. But the cost of insuring $10
million of Greece’s debt is $770,000
a year, similar to a rock-bottom tri-
ple-C credit rating. This investor
skepticism may be overdone.

A common argument in the mar-
ket goes thus: Once Greece closes its
primary deficit, the deficit stripping
out interest payments, it could be in
the country’s interest to restructure
its debt. At that point, tax receipts
will cover current spending so there
will be no need for immediate spend-
ing cuts.

Under IMF projections, this bal-
ance could arrive as soon as 2012,
when debt to gross domestic product
is forecast to be nearly 150%, a
crushing burden. To reduce that,

Athens will need to run a sustained,
large primary surplus for many
years. Doubting that this is possible,
the market fears a default.

But would this really be in
Greece’s interest? If Athens does
close its primary budget deficit on
target, that will mean the euro-zone
and IMF program is succeeding; so
far this year, Greece is ahead of tar-
gets, particularly on spending cuts.

Higher-than-expected inflation
could boost nominal GDP and tax re-
ceipts, further improving debt met-
rics. In that case, an enforced debt
restructuring in 2012 would be coun-
terproductive. Not only would it se-
verely damage Greek banks, which
hold €45 billion ($57.46 billion) of
government bonds, and Greek com-
panies, which would be shut out of
international capital markets, it also
would cause a European political
storm and potentially destabilize the
Continent.

True, Greece still might not be
able to access capital markets in

2012-13, when the IMF and euro-
zone funding package expires. But if
Greece is meeting its targets, it
seems more likely a further loan
package would be put in place.

Even a modest voluntary debt re-

structuring—for example, an exten-
sion of maturities in order to give
breathing space while avoiding re-
ducing notional value—could be un-
palatable, as it might give investors
reason to fear a more-destructive re-
negotiation down the road.

The big risk to all this is growth:
If the Greek economy is sunk by fis-
cal austerity, then the debt will
snowball and a restructuring may
become inevitable. But if the country
can make progress rebalancing the
economy in the next three years,
then the outlook may not be so bad.

On that basis, Greece’s 30-year
bonds, yielding 9% and priced at 54
cents on the euro, might look attrac-
tive, opening up the possibility that
Greek banks finally might start to
come off European Central Bank life
support.

That could lead to lower private-
sector borrowing costs, easier credit
conditions, a stronger economy and
less talk of default.

—Richard Barley

The pitfalls of year-on-fear growth
A year-on-year view is the usual

measure of progress. But investors
should beware of such comparisons,
especially following the recent cata-
clysm.

In housing, for example, the S&P/
Case-Shiller price index shows the
year-on-year change in prices bounc-
ing back strongly from a negative
19% in January 2009 to a positive 4%
in April 2010. In absolute terms,
however, prices bottomed out in May
2009 after the crash and have essen-
tially flat-lined since then.

Similar trends come through in
consumption and industrial indica-
tors. Seasonally adjusted annualized
light-vehicle sales were 11.1 million
in June, up 15% year on year. How-
ever, they were down almost a fifth
on a two-year view. Antediluvian an-
alysts used to speak of “trend” sales
being north of 16 million.

Average weekly container load-
ings on trains were up 9% year on

year in June, according to the Asso-
ciation of American Railroads. But at
about 280,000, they remain far be-
low the range of 320,000 to 350,000

that prevailed in the same month in
2006 to 2008. Indeed, last October,
the Association of American Rail-
roads began adding a two-year com-
parative view to its weekly data re-
lease to help people understand the
lasting impact of recession.

Energy consumption tells a simi-
lar story. Industrial use of electricity
managed an 8% increase in April
compared with the same month a
year earlier. But it remained almost
a 10th below the level of April 2008.

Debate rages about the potential
for a double-dip recession. Even if
that outcome remains an outlier, a
more probable course of events is a
period of extended slow growth. As
the calendar rolls forward, those
healthy year-on-year gains will be
tougher to maintain.

To paraphrase, recoveries in rear-
view statistical comparisons can ap-
pear bigger than they really are.

—Liam Denning

Still flying high
Yield on Greece's 30-year bond,
year to date

Source: Thomson Reuters
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Europe’s “stress test” exercise is
a huge gamble by policy makers.
The biggest gamble may be the
decision to publish the results at
5.30 p.m. London time Friday. It is
hard to fault the logic: By waiting
until after European markets close,
they give investors a full weekend
to digest the results. For banks
that fail, it gives them 60 hours to
spell out their recapitalization
plans. But that overlooks a crucial
point: U.S. markets will be open for
four hours after the results start
emerging. That gives U.S. investors
a free hand to pass instant judg-
ment. True, only some of the big-
gest European banks have dual
U.S. listings, but there are plenty of
ways to express a view in the
credit-default swaps and other
markets. Since U.S. investors have
been particularly skeptical of Euro-
pean banks, their verdict may be
harsher. No pressure, then.
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A day of jitters over those stress tests

Ahead of the
release of the
results of
European bank
stress tests
scheduled for 4

p.m. Friday, the atmosphere in
continental financial centers on
Thursday could not have been,
well, more stressful.

Reports circulated of some
last-minute haggling among
German banks over how much to
reveal, while European officials
appeared to be at odds over
whether to release stress test
results earlier than planned.

French and German
supervisors were said to be
among those pushing to bring
forward the release of the results
while there have been divisions
among the 27 EU member
countries over how much
information to divulge.

In a closely coordinated
announcement, European banks’
holdings of doubtful government
debt are set to be disclosed in
stress test results. Bank
supervisors hope that the results
of the tests will convince markets
that the Continent’s banking
sector can withstand losses on
government debt and that any
support that banks need will be
manageable.

The group presiding over the
test is the Committee of European
Banking Supervisors (CEBS). It
has asked banks to provide all
holdings of government bonds,
although it has left publication up
to banks and supervisors.

Despite the confusion, the
haggling and the last-minute
interventions, the hope among
officials is that the health tests of
the 91 banks involved will show
that Europe’s financial system is
past the worst.

But the central dilemma
remains: How much of a write-
down of troubled sovereign-debt
holdings can be considered
prudential? And if European

financial officials insist that no
euro-zone country can go into
default, the intellectual basis of
the exercise looks unsound. In
short, can the stress tests be cited
as proof of solidity?

The 91 banks participating
have been asked to estimate
whether their Tier 1 capital will
stay above 6% under two adverse
scenarios. The first assumes a
“double-dip” recession. The
second assumes heavy losses on
government bonds in addition to
this.

Officials and bankers from
several countries including
Germany, France, Greece and
Belgium have said their lenders
should pass. But rather than
reassuring investors, this has
given rise to doubts as to whether
the assessment is too lenient to
reassure the markets.

Major listed banks are
expected to win through. But
doubts have arisen over smaller
players such as Spanish cajas and
German landesbanks. Most of
these are unlisted and therefore
not so exposed to regular investor
scrutiny.

A research note on Spain from
UBS on Thursday downgraded
estimates for government-related
corporates and stocks highly
exposed to Spain.

Its base case is that Spain’s
banks are able to recapitalize and
prevent default. But banks will be

unable to provide extensive credit
and the credit crunch will
continue “for some time.” With
huge exposures to the
construction sector—twice that of
Japan in the 1990s— “meaningful
write-downs and recapitalizations
appear to be necessary for banks
and cajas.”

The stress-test results could
not come quickly enough for
financial markets where worries
about the health and solidity of
the banking sector have driven
down share prices since problems
over the budget deficit and debt
levels in Greece sparked worries
that the entire common-currency
zone could descend into a major
crisis.

But hopes that the worst may
be over for Europe’s banks,
together with figures showing a
3.8% month-on-month surge in
euro-area industrial orders helped
European stock markets, including
bank shares, to rally Thursday.

The reports of last-minute
haggling, worries about over-
relaxation of the tests for some
banks and concerns over the
timing of Friday’s release led
some observers to contrast the
febrile atmosphere in Europe with
that of the more disciplined
similar exercise in the U.S., which
played a key role in stabilizing the
country’s banking sector.

Said Christophe Nijdam at
equity research house AlphaValue:

“When the American stress test
was released over a year ago it
was done with military precision.
... It was a ‘aye, aye sir.’ Here in
Europe, you have a huge
cacophony, some leaks from each
national regulator trying one way
or another to protect its own bank
and own reputation as regulator.”

Nick Beecroft, senior markets
consultant at Saxo Bank,
described the efforts to enforce
discipline on Friday’s
announcement as “a carefully
choreographed piece of theatre. It
is a necessary condition for the
feeling of market security.
Whether it is a sufficient
condition, we have to wait and
see.”

The crunch test for Europe’s
banks comes with their holdings
of Greek-government debt. The
banks have been told by
regulators to allow for 23-24%
falls in the price of this debt.
However, market worries in recent
months have centered on the
prospect of a more severe default
that could require a 50% write-
down in the value of Greek bonds.

For Europe’s political and
financial elite this is a possibility
that dare not speak its name. So
some have questioned the validity
of the whole exercise. The deeper
the discussion goes into stochastic
modelling and “outlier” events,
the more intellectually fraught it
becomes.

For the moment, few disagree
with the assessment of the
International Monetary Fund.
Earlier this week it stressed that
the European banking sector was
one of the main risks to the euro-
zone’s recovery and recommended
highly transparent stress tests.

“A well-functioning financial
system will be crucial to
strengthening the moderate and
uneven recovery,” the IMF said.

“To maximize confidence-
building, the IMF report
recommends full disclosure of the
findings and effective follow up.”

That would become clear at 4
p.m. Friday.

Bill Jamieson is Executive
Editor of The Scotsman

‘Billions for the banks—the debts for us—we say Thanks’ reads a protesters’
banner outside the Deusche Bank annual meeting in Frankfurt in late May.
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Autos

n Volvo, the Swedish truck maker
often used as a proxy for trade,
reported its second consecutive
quarterly net profit, but stuck to
its forecast for 10% growth in Eu-
rope and 20% to 30% in North
America in the full year.

n General Motors will acquire
auto finance company Ameri-
Credit in a $3.5 billion deal aimed
at increasing availability of auto
loans and leases. The deal gives
the U.S. auto maker an in-house
lender for the first time since it
sold control of GMAC in 2006.

i i i

Aviation

n Airbus raised its order intake
target for the year and said it ex-
pects to increase its aircraft-pro-
duction rates to fill a growing or-
der backlog. Chief Executive Tom
Enders pointed to the 255 com-
mitments worth $28 billion
booked during the first four days
of the Farnborough Air Show.

n Continental Airlines swung to
a profit in the second quarter
amid what the fourth-largest U.S.
airline by revenue said was a
modest recovery in business de-
mand alongside higher fares from
leisure passengers. It left its full-
year capacity plans unchanged.

i i i

Consumer products

n Philip Morris International’s
profit jumped. The seller of
brands such as Marlboro and L&M

in 160 countries outside the U.S.
has seen earnings improve in re-
cent quarters as it has grown vol-
ume through acquisitions.

n Adidas surprised markets with
stronger-than-expected net profit
for the second quarter, but said it
would wait until Aug. 4 to give
more details as to how its profit
soared to €126 million from €9
million. Erwan Rambourg of HSBC
said that sales estimates had un-
derestimated currency swings and
probably also underestimated the
Reebok-backed surge in the U.S.

i i i

Energy

n BP’s partners in the Deepwater
well responsible for the oil spill
are taking steps to distance them-
selves from the mounting finan-
cial obligations that have fol-
lowed. Anadarko and an arm of
Mitsui were expected to testify
before the U.S. Senate that as mi-
nority investors they couldn’t
make any decisions about the Ma-
condo well or its drilling.

i i i

Engineering

n ABB reported an 8% drop in
second quarter net profit on con-
tinued price pressure and a still-
challenging market environment
but said improved orders bode
well for the remainder of the year.
ABB has received a raft of large
orders to install and produce
power lines and equipment for in-
dustrial production.

n Caterpillar profit rose 91% as
machinery sales increased sharply

from last year. “We continue to be
positive about the longer-term
prospects for many of the indus-
tries we serve,” said Chairman
and Chief Executive Douglas
Oberhelman. Demand for con-
struction equipment in Asia and
North America has picked up of
late, according to the heavy ma-
chinery maker’s monthly sales re-
ports, as dealers restock invento-
ries amid an improved economy.

i i i

Entertainment and leisure

n Royal Caribbean Cruises recov-
ered from a prior-year loss in the
second quarter caused by charges
and lower revenue as the cruise
operator continued to see more
signs of a travel and tourism re-
covery. Cruise-ship and other
travel-related companies have
posted stronger bookings and
even some price increases in re-
cent quarters from weak levels
last year. Despite a rebound in the
first quarter, consumers remain
cautious about spending, which
could limit pricing power.

i i i

Financial services

n Credit Suisse echoed a trend
set by U.S. banks, who saw a
slump in investment banking ac-
tivity due to jitters in global mar-
kets and the sovereign debt crisis
in Europe. But the first of Eu-
rope’s large investment banks to
present second-quarter result still
reported a small rise in second-
quarter profit, as one-off gains
offset a slide in investment bank-
ing income. Chief Executive Brady
Dougan gave an upbeat outlook

for the rest of the year and said
the bank was well-positioned to
cope with tighter regulations and
Friday’s stress test results.

n John Paulson, the hedge-fund
manager best known for making
billions of dollars on the back of
the U.S. housing market collapse,
is planning a new fund in the
hopes of broadening his investor
base, particularly in Europe, peo-
ple familiar with the matter say.

n Swedbank, which like many
Nordic banks felt intense pressure
when its key Baltic markets slid
into recession, swung to a second-
quarter net profit on lower loan-
loss provisions. It saw improve-
ments in its key Baltic markets
and sharply lower overall credit
impairments. Nordic peers Nordea
AB and SEB reported that overall
loan-loss provisions had been cut
in the second quarter and that
they had seen signs of the Nordic
recovery strengthening.

i i i

Food & beverages

n SABMiller said its volumes
once again declined in its fiscal
first quarter, despite rising briefly
in the previous three months. The
London-based brewer of Castle,
Pilsner Urquel and Peroni had
warned in May it didn’t expect a
recovery before the second half of
the current financial year.

i i i

Media

n Amazon struck a deal with su-
per-agent Andrew Wylie’s book

agency to publish 20 classic books
from his stable of authors in digi-
tal format for the first time. The
deal, which is exclusive for two
years, expands Amazon’s selection
of 630,000 Kindle e-books to some
well-known authors, including
John Updike, Norman Mailer,
Philip Roth and Ralph Ellison.

n Pearson doubled its footprint
in Brazil with the acquisition of
Sistema Educacional Brasileiro’s
learning-systems business for
£326 million ($494.5 million) as
part of a strategic partnership to
develop educational products and
services for the fast-growing Bra-
zilian education market.

i i i

Pharmaceuticals

n Roche reported a sharp rise in
first-half net profit due to acceler-
ated drug sales and the absence of
charges linked to the takeover of
Genentech and said it expects to
reach its 2010 goals. Roche said
that, despite lower sales of flu
medicine Tamiflu, it expects to
reach its full-year targets.

n Elan, the Irish drug maker, re-
ported a widening second-quarter
loss but reiterated its full-year
profit outlook. It got a boost from
cost cuts and enrollments for mul-
tiple-sclerosis drug Tysabri.

i i i

Technology

n LG Display’s second-quarter
net profit rose 51% from a year
earlier, but offered a tepid out-
look, saying that panel prices are
likely to fall in the third quarter
amid slowing demand in Europe
and an oversupply in inventories.

n Hynix swung sharply to a sec-
ond-quarter net profit from a year
earlier, bolstered by strong chip
prices and demand from corpora-
tions for personal computers and
hand-held devices.

n Baidu, no longer competing
with Google for Chinese Internet
searches, saw its earnings more
than double in the second quarter
from a year ago to a record high.
It saw growth in its number of
customers and in its ability to ex-
tract revenue from them.

i i i

Telecommunications

n Nokia CEO Olli-Pekka Kallasvuo
urged an end to speculation sur-
rounding his future at the com-
pany, as the world’s largest mobile
phone maker said its second-quar-
ter profit fell 40%. Nokia had
warned investors last month to
expect poor results. It has strug-
gled to compete effectively in the
market for high-end smartphones
against iPhone maker Apple de-
vices based on Google software.

n AT&T’s earnings rose 26%,
partly because of an investment
gain, as the telecommunications
giant again boosted its subscriber
base and revenue rose slightly.
AT&T added 1.6 million wireless
subscribers in the quarter and
also said it activated a record 3.2
million iPhones — it is the only
carrier in the U.S. to offer the de-
vice — during the quarter.

BUSINESS WATCH

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

Champagne is served at the U.K.’s exclusive Hurlingham Club on Wednesday. Consumers seem ready to return to the premium brands they fled during the crisis.
Remy Cointreau, which makes Piper-Heidsieck champagne, said champagne sales rose 23% in its fiscal first quarter and Vranken-Pommery Monopole saw a 52%
rise. Pernod Ricard also raised its full-year profit guidance as a gradual recovery in mature markets matched a strong performance in Latin America and Asia.

Getty IMages

Champagne sales regain their sparkle
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U.N. court clears Kosovo autonomy
The United Nations’ highest

court ruled Thursday that Kosovo’s
declaration of independence from
Serbia is legal—a major victory for
the fledgling Balkan state and one
that could strengthen aspirations
for more autonomy among ethnic
minorities around the world, from
Basques in Spain to Uighurs in
China.

International law contains no
“prohibition on declarations of inde-
pendence,” said Hisashi Owada,
president of the International Court
of Justice, reading from the court’s
majority opinion in The Hague.

The judges’ decision isn’t legally
binding. But it has significant politi-
cal weight and could raise the likeli-
hood that more countries will ex-
tend diplomatic recognition to
Kosovo and increase the pressure on
Serbia to reach some accommoda-
tion with what it considers a break-
away province.

“This potentially opens up a new
phase,” said Richard Gowan, a poli-
tics and security specialist at the
European Council on Foreign Rela-
tions. “Hopefully, both Kosovo and
Serbia will recognize it’s time for
compromise.”

Serbia’s initial reaction, however,
wasn’t conciliatory. After the ruling,
Serb Foreign Minister Vuk Jeremic
told reporters: “We will never rec-
ognize the unilateral declaration of
Kosovo’s independence.” He said
Serbia would continue to oppose
Kosovo’s statehood at the U.N.

So far, Serbia has received back-
ing from Russia and China, perma-
nent members of the U.N. Security
Council. Russia, a longtime Serb
ally, said Thursday that its stance
wouldn’t change because of the
court decision. China, which is
struggling to contain separatist
movements at home, is likely to
view the court’s ruling as an unwel-
come precedent.

Washington, one of the first cap-
itals to recognize Kosovo’s indepen-
dence, on Thursday applauded the

decision. State Department spokes-
man P.J. Crowley said, “Now it’s
time for Europe to unite behind a
common future.”

Twenty-two of the European
Union’s 27 members are among the
69 countries world-wide that recog-
nize Kosovo, a deeply impoverished
country of two million whose popu-
lation is mainly ethnic Albanian.

Kosovo—which effectively sepa-
rated from Serbia after a North At-
lantic Treaty Organization bombing
campaign against the Serbs in

1999—declared its statehood in
2008 after failed negotiations with
the government in Belgrade.

“Kosovo’s historic victory should
not be felt as a loss in Belgrade,”
said Kosovo’s prime minister,
Hashim Thaci. Kosovo’s foreign min-
ister called on Serbia to “come and
talk to us.”

Kosovo’s Albanians were jubilant
after their courtroom win. “I am
surprised. I didn’t expect such a
clear decision,” said Bajram Rex-
hepi, Kosovo’s interior minister.

“Now there is an open road for rec-
ognition” by the international com-
munity, he said.

In Mitrovica, a town divided be-
tween an ethnic Serb north and an
ethnic Albanian south, there were
raucous celebrations in the Albanian
areas. Across the river, in a Serb
neighborhood, hundreds gathered to
protest and listen to speeches, ac-
cording to the EU police mission.

Many analysts said it will be po-
litically difficult for the Serb leader-
ship to acknowledge Kosovo’s inde-
pendence. And the court’s ruling is
likely to spark renewed policy de-
bate in Belgrade. Many in the cur-
rent government are eager to move
forward with improving ties with
the EU, with a goal of eventually
joining the group. That provides
some impetus for progress on Kos-
ovo.

BY GORDON FAIRCLOUGH

A 2008 photo shows Kosovars waving an Albanian flag, in red, and the flag of independent Kosovo, in Pristina.
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Freed Russian
aims to go home

MOSCOW—Igor Sutyagin, the
physicist deported from Russia this
month as part of the exchange for
10 Russian agents arrested in the
U.S., broke his two-week silence,
with a statement saying he misses
his family and hopes to return to
Russia at some point.

Mr. Sutyagin was the first of the
14 people involved to comment pub-
licly since the July 9 swap, which
evoked memories of similar Cold
War exchanges. Days before the
swap, he was plucked from a prison
camp in Russia’s north, taken to
Moscow and pressured to sign a
confession before being flown on
charter flights to Vienna and then
on to London.

In a statement issued through
his lawyer, Mr. Sutyagin thanked his
supporters and said he looked for-
ward to seeing his family, who live
outside Moscow. “I plan to finally
return to Obninsk and fix the by
now completely rickety porch of our
little house … beyond the Protva
River,” he wrote. “A bit sooner, a bit
later, I don’t know yet, but it will
certainly happen.”

People close to him said it could
take months or longer, however.

“Desire alone isn’t enough,” his
mother told Russian news agencies.
“He’ll need to see what’s happening
here since for now, we have no faith
in our government.”

Mr. Sutyagin, now 45 years old,
had served 11 years of a 15-year sen-
tence for espionage, but continues

to deny his guilt. An arms-control
specialist, he was arrested in 1999
for allegedly passing secret informa-
tion to a U.K. company investigators
claimed was a front for the U.S.
Central Intelligence Agency. Mr.
Sutyagin insisted the information
came from open sources. He has
challenged his conviction in the Eu-
ropean Court of Human Rights.

As part of the swap deal, Mr.
Sutyagin and the other three men
sent out of Russia received presi-
dential pardons and retained their
Russian citizenship. Russian officials
have said they are free to return if
they wish. But local media coverage
of them has denounced them as
traitors.

Two of the four had been serving
sentences for espionage, while the
other was a career KGB officer who
was jailed for weapons and bribery
charges. Mr. Sutyagin and one of the
other men were sent to a hotel out-
side London as part of the swap; the
other two went to the U.S.

They were exchanged for 10 Rus-
sian agents arrested in the U.S. in
late June, helping neutralize a spy
scandal that threatened to compli-
cate efforts to improve U.S.-Russian
relations. None of the Russian
agents has made any public com-
ment since arriving in Russia.

BY GREGORY L. WHITE

WSJ.com
ONLINE TODAY: To read Mr.
Sutyagin’s statement visit
europe.WSJ.com.
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Europe

n Hungary could yet reach an
agreement with the IMF that
would allow it access to the re-
mainder of its existing credit line,
but the government first needs to
make a radical change in its skep-
ticism to fiscal reform, IMF offi-
cial Iryna Ivaschenko said. Hun-
gary managed to sell out a bond
offering, paying a higher yield.

n International law allowed Kos-
ovo to declare independence from
Serbia, the U.N.’s highest court
said. The nonbinding opinion sets
the stage for a renewed push by
Kosovo for further recognition be-
yond the 69 countries that do.

n Dutch Queen Beatrix appointed
a prime minister to co-ordinate
talks to form a coalition after ir-
reconcilable positions over the
economy collapsed the previous
round. Prime Minister Ruud Lub-
bers is a Christian Democrat.

n The euro-zone economy put in
a surprisingly strong showing in
July: private sector expanded at a
faster pace in July, boosted by an
unexpected pickup in both the
manufacturing and the services
sectors and implying a strong
start to third-quarter gross do-
mestic product growth. Consumer
confidence also picked up.

n U.K. retail sales enjoyed a
World Cup boost. Electrical-good
stores and department stores in
particular were able to win over
consumers with special promo-
tions and a new television to
watch the tournament with.

n A British police officer caught
on camera knocking down a man
who later died during a protest at
London’s Group of 20 summit last
year won’t face charges. Director
of public prosecutions Keir

Starmer said Thursday he had
concluded there was “no realistic
prospect’’ of a conviction.

n Banks made less use of the
ECB’s deposit facility as the recent
rise in short-term money-market
rates continued to tease the ex-
cess reserves of the banking sys-
tem back into circulation.

n Turkey’s parliament amended
the country’s so-called “stone-
throwing children” law, so that
Kurdish juveniles can no longer be
tried as adults for taking part in
illegal demonstrations, the state-
run Anadolu Ajansi reported.
About 200 children are expected
to be freed from jail as a result.

n Counterfeiters have been hurt
by the slowdown in global trade.
The European Union’s executive
says border seizures of counterfeit
imports fell by a third last year
compared to 2008. China is the
main source for most counterfeits
of branded items — but Egypt
supplies most of the fake toys in
Europe and the United Arab Emir-
ates is the main source for coun-
terfeit medicines and lighters.

n Slovakia compensated an un-
witting carrier of explosives on
his flight to Ireland after a failed
airport security test. In January, a
policeman slipped plastic explo-
sive into Stefan Gonda’s check-in
luggage which went undetected
until Irish police discovered it and
detained him. A Slovak Interior
Ministry spokesman said the min-
istry has paid Gonda €18,000
($23,130) in compensation.

i i i

U.S.

n Scotland’s government re-
buffed a request by a U.S. Senate
committee to send Scottish offi-
cials to testify on the decision to
release the Lockerbie bomber

amid allegations that oil company
BP PLC may have influenced the
decision.

n Timothy Geithner said the
Obama administration will allow
tax cuts for the wealthiest Ameri-
cans to expire on schedule and
still plans to extend tax cuts for
middle- and lower-income Ameri-
cans. The Treasury Secretary’s
comments come after a small
number of Democrats echoed calls
by Republicans and some econo-
mists to extend tax cuts for all
earners, including the wealthiest.

n Barack Obama called Shirley
Sherrod, the fired African Ameri-
can Agriculture Department offi-
cial, to personally express his re-
gret over her treatment: fired for
apparently racist comments on
tape and then offered a new job
when the full tape cast her com-
ments in a different light.

i i i

Americas

n Brazil surprised the market
with a more modest interest-rate
rise than expected and than the
previous two rate hikes. Concerns
about inflation were weighed
against the faltering global econ-
omy, which so far this year has
fueled Brazilian growth. The un-
employment rate fell to its lowest
level in six months in June as hir-
ing picked up in the key industrial
and retail sectors.

n Argentina won a major victory
in a Swiss court that will shield
central-bank assets from holders
of defaulted Argentine debt, al-
though the holders are likely to
pursue their case in the U.S. and
other countries. The Swiss Su-
preme Court threw out an attempt
by two funds to embargo $1.2 bil-
lion of Argentina’s Central Bank
reserves deposited in the Bank for
International Settlements, the

world’s oldest international finan-
cial organization and serves as a
bank for central banks.

i i i

Asia

n Hillary Clinton visited Hanoi
to mark the 15th anniversary of
normalized U.S.-Vietnam relations.
Clinton praised her hosts for their
“extraordinary, dynamic popula-
tion” and said Vietnam “is on the
path to becoming a great nation
with an unlimited potential.” To
fulfill that promise, though, she
said the communist government
must ease curbs on free speech
and political activity.

n The EU trade commissioner
said China needs to improve its
inward investment opportunities
for foreign companies as Euro-
pean businesses raise “serious
questions” about China’s procure-
ment market. In a speech in
Shanghai, Karel de Gucht said
China should ensure its procure-
ment markets are transparent.

n Human Rights Watch accused
Chinese authorities of using dis-
proportionate force and “acting
with deliberate brutality” in the
aftermath of antigovernment pro-
tests in Tibet two years ago, in a
report likely to reignite debate
over Chinese rule of the region.

n The Chinese government didn’t
pursue an investigation into con-
taminated heparin sent to the U.S.
in 2007 and 2008, despite re-
peated requests from the U.S. for
help, according to a congressional
probe. Two House Republicans
said Food and Drug Administra-
tion officials recently told them
that the agency has been “se-
verely hampered” by the lack of
cooperation from China in finding
those responsible.

n Indonesia’s commando unit

will be able to train jointly with
U.S. forces again, said U.S. Defense
Secretary Robert Gates. The U.S.
severed ties with the elite unit
due to accusations against them
of major abuses during the late
1990s in the province of East
Timor that Indonesia occupied.

i i i

Middle East

n In Yemen, al Qaeda militants
killed five soldiers in an ambush
in the south. Meanwhile, rebels in
the north fought with army units
and government-allied tribes kill-
ing at least 20 people in the latest
series of clashes there. The offi-
cial said Wednesday that the two
sides had agreed to a 48-hour
truce to “discuss the situation.”
But the truce broke only hours af-
ter when clashes resumed result-
ing in the deaths of 10 rebels, five
pro-government tribe members
and five Yemeni army soldiers.

n Rockets fired into Baghdad’s
heavily fortified International
Zone killed three people and in-
jured 15, all of whom worked for a
private security company con-
tracted to the U.S. government.

i i i

Africa

n Desmond Tutu will retire from
public life later this year when he
turns 79, saying “the time
has come to slow down” and
spend more time with his family.
The former Anglican archbishop
of Cape Town said after his birth-
day on Oct. 7 he will limit his time
in the office to one day per week
until February 2011.

WORLD WATCH

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

A young Pakistani resident carries belongings after salvaging them from partially submerged tents as they walk through floodwaters in Lahore.
Agence France-Presse/Getty Images

Pakistan’s monsoon matches the fury of China’s typhoons
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Study aids Alzheimer’s fight
Scientists have found a way to

dramatically reduce the erosion of
memory and learning ability in a
mouse model of Alzheimer’s disease,
potentially offering a new approach
for tackling the illness in humans.

The Massachusetts Institute of
Technology researchers achieved the
result by tweaking a gene, SIRT1, in
the mouse brain. The gene regulates
the production of a class of proteins
known as sirtuin one.

Mice with a model of Alzheimer’s
disease that were genetically engi-
neered to produce more sirtuin one
retained both memory and learning
ability as they aged; the loss of both
are hallmarks of Alzheimer’s. Alzhei-
mer’s mice without the extra sirtuin
one capability, and those genetically
engineered to produce no sirtuin
one at all, showed steep declines in
learning ability and memory as they
aged.

Sometimes described as the “lon-
gevity gene,” SIRT1 has become the
focus of intense research in recent
years. Studies have shown that a
highly calorie-restricted diet can
turn on the gene and thereby in-

crease longevity in everything from
yeast to mice. Similarly, a compound
called resveratrol, found in red wine,
may also switch on the gene.

The connection between SIRT1
and Alzheimer’s is important be-
cause the illness has proved to be
extremely hard to treat, even as its
burden grows among the population.
While lab-dish experiments have
suggested a link between SIRT1 and
Alzheimer’s, the latest animal study
establishes that link more defini-
tively. It also suggests an alternative
drug-based approach for the disease.

“This is the first demonstration
that the SIRT1 pathway can mitigate
Alzheimer’s,” said Leonard Guarente,
a biologist at MIT and the lead au-
thor of the study, which appears in
the journal Cell.

Dr. Guarente is a paid consultant
for GlaxoSmithKline PLC, which he
says is using his findings to experi-
ment with drugs that activate SIRT1.
He sits on the advisory board of Sir-
tris, a GlaxoSmithKline company
that is conducting sirtuin research
on the diseases of aging.

A spokeswoman for GlaxoSmith-
Kline confirmed that the company
was conducting early-stage research

based on Dr. Guarente’s findings.
The research published in Cell

was funded by an American Parkin-
son Disease Association fellowship
and grants from the National Insti-
tutes of Health and the Paul F. Glenn
Foundation, which backs research on
the biology of aging.

Alzheimer’s is a neurodegenera-
tive disorder affecting up to one-
third of people who reach the age of
80. Patients suffer from memory
loss and impaired cognition, which
are believed to be linked to amyloid
plaques. These plaques form when
certain proteins get broken up into
smaller fragments known as amyloid
peptides.

But the proteins can also be bro-
ken into harmless fragments. The
MIT researchers demonstrated that
sirtuin one breaks up the protein
into such fragments, rather than the
toxic ones associated with Alzhei-
mer’s disease.

In one group of mice, the biolo-
gists introduced a second SIRT1
gene. These animals had lower
amounts of toxic peptides in their
brains than the mice with just one
SIRT1 gene.

When put through lab tests as

they aged, the first group of mice re-
tained their memory and learning
ability, while the other group
showed a steep decline. Under a mi-
croscope, the brains of the first
group also revealed less inflamma-
tion and fewer plaques.

Still another group of mice, engi-
neered without any SIRT1 at all,
showed an earlier and steeper de-
cline in memory and learning than
the “normal” mice.

“SIRT1 is protecting the mice
against memory loss,” Dr. Guarente
concludes.

Translating these intriguing find-
ings into humans won’t be easy. No-
body knows whether mice are a
good model for Alzheimer’s disease.
And any future drug that can boost
SIRT1 levels will need to reach a pa-
tient’s brain cells. That requires
breaching the blood-brain barrier,
not an easy hurdle to overcome but
one that Dr. Guarente says Glaxo is
working on.

The Alzheimer’s Society, based in
the U.K., said in a statement, “Much
more research is now needed before
we can find out if drugs that acti-
vate SIRT1 could be used to fight de-
mentia.”

BY GAUTAM NAIK

ExpertsurgeearlierAIDStreatment
VIENNA—Despite its notorious

reputation, the virus that causes
AIDS doesn’t infect the human body
easily, and the difficulties HIV has
point to potential new prevention
and treatment methods, according
to a growing body of research.

The science, some of which was
presented this week at the XVIII In-
ternational AIDS Conference here,
also supports an emerging argument
for beginning AIDS treatment as
soon as possible after infection, to
thwart the virus’s chronic and even-
tually devastating effect on the
body’s immune system.

Now, many people go months or
years with HIV before beginning
treatment with antiretroviral drugs.

“The earlier you treat, the more
preserved is the immune function,”
said Anthony Fauci, director of the
National Institute of Allergy and In-

fectious Diseases at the U.S. National
Institutes of Health.

That argument raises a dilemma
for scientists and public-health offi-
cials at a time when funding to com-
bat AIDS globally has tightened.
Early treatment could cost billions
of dollars. Only about five million
people are now receiving treatment
out of an estimated 33.4 million in-
fected with HIV globally.

“The scientific consensus contin-
ues to move toward earlier and ear-
lier treatment,” said Kevin Frost,
chief executive of the Foundation for
AIDS Research. “The political con-
cern is how to pay for it.”

Although HIV infects an esti-
mated 2.7 million people a year, only
a small fraction of encounters result
in passing the disease from one per-
son to another. In a study published
in 2005, researchers found 1.2 new
infections for every 1,000 episodes
of intercourse between heterosexual

couples in Uganda in which one
partner had HIV.

In one of the conference’s key-
note presentations, Dr. Fauci de-
scribed the chain of events that oc-
curs during the first minutes, hours
and days after a woman is sexually
exposed to HIV. According to that
talk and information from other ex-
perts, after a woman has sex with an
infected person, the virus is depos-
ited on a membrane called the mu-
cosa in the vagina. What follows
over the next hours and days are ef-
forts by the virus to establish itself
in the body. During that time, the vi-
rus is susceptible to decay if it
doesn’t find the right target cells to
infect, and to neutralization by the
immune system.

If HIV succeeds, within seven to
10 days, pockets of HIV called viral
reservoirs form in cells and can hi-
bernate for years, undetected by the
immune system, but capable of re-

suming active replication. Once such
reservoirs form, Dr. Fauci said, “the
horse is out of the barn.”

The ability of the reservoirs to
harbor HIV for decades is also a ma-
jor hurdle in the effort to find a cure
for AIDS, researchers say. That is
why Dr. Fauci and other scientists
say intervention against the early
events of an infection is crucial.

For instance, condoms prevent
the virus from landing on the mu-
cosa. Male circumcision, a major fo-
cus of prevention efforts in sub-Sa-
haran Africa, eliminates much
mucosal tissue on the penis, Dr.
Fauci said, closing off potential en-
try points to male infection. The re-
ported success of an experimental
microbicide gel likely results from
its saturation of vaginal cells; even if
HIV enters an activated cell, the
drug will block viral replication.

—Mark Schoofs contributed
to this article.

BY RON WINSLOW

When a woman has intercourse, virus is deposited on a membrane called the mucosa. This is what happens next.

HIV’s first mission is to cross
the mucosal membrane.
Sexually transmitted diseases
or poor hygiene can cause
breaks or lesions in the mucosa,
allowing HIV easy entry.

Once past themucosal membrane,
HIVmust find the right kind of
immune cell – called an activated
CD4 cell – to infect. Those cells are
relatively rare.

HIV replicates furiously, churning out copies of itself. Each new
virus seeks other activated cells. If enough viruses find enough
new cells, the infection is self–sustaining.

Transmitting
Virus

Physical Barrier

HOURS DAYS WEEKS

Activated
CD4 Cell

Infected Activated
CD4 Cell

Once past the mucosa, the
virus begins degrading in five
minutes so it needs to find its
target cell quickly.

Pockets of HIV called viral
reservoirs form. They can
hibernate in the body for years,
undetected by the immune system and unaffected by
AIDS drugs. But they are capable of resuming active
replication if a patient stops taking medication.

Some HIV strains are
better suited to transmission.

Decisive moment | How HIV establishes infection

Source: Anthony Fauci, National
Institute of Allergy and Infectious
Diseases; Ashley T. Haase, “Targeting
early infection to prevent HIV-1 mucosal
transmission,” Nature, March 11 2010;
Wall Street Journal reporting
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Aerospace
companies
strain to set
new ash rules
ever volcanic clouds can be seen,
they ought to be considered poten-
tially as dangerous as violent thun-
derstorms—and avoided if at all
possible.

Affecting both commercial and
business aviation, the topic spurred
widespread discussion this week
throughout the Farnborough Inter-
national Airshow near here. Prelimi-
nary information gathered by Hon-
eywell International Inc., according
to industry officials, suggests the
eruption of Iceland’s Eyjafjallajokull
volcano in April may have posed a
greater hazard to some engines than
previously thought.

While the data are tentative and
subject to change, these officials
said, Honeywell’s experts increas-
ingly suspect that some of the ash
plumes contained dense sulfuric
clouds capable of causing significant
problems for jet-turbine engines.
Honeywell engineers have spent
nearly two months studying a pair
of turboprop engines that flew more
than 30 hours through various con-
centrations of ash. After taking
apart one of the engines that came
from the Dornier 228 plane flown by
British researchers, these officials
said, Honeywell detected signs of in-
ternal corrosion and damage.

Honeywell’s analysis is believed
to be one of the most systematic
and detailed efforts yet to try to un-
derstand what happens to engines
that fly through volcanic plumes.
Many industry officials have been
waiting for the early results, and
some were surprised by the com-
pany’s decision against releasing
anything during the show.

So far, Honeywell has declined to
discuss what it found. Tim Ma-
honey, president of the company’s
aerospace unit, said in an interview
during the show that one of the en-
gines taken off the research plane
and shipped to Honeywell’s Arizona
facilities operated normally.

The other engine, which was
taken apart by engineers, is still un-
dergoing detailed metallurgical and
other testing.

“We’re not ready to conclude
anything yet,” Mr. Mahoney said,
because simply “dumping facts” out
to the public can result in “too
much conjecture.” He said it is likely
to be many weeks before an an-
nouncement.

Other companies have been less
ambiguous in warning pilots.

“So little is known about the phe-
nomenon” that “we were very em-
phatic with our customers about
avoiding any areas known to be con-
taminated with ash,” said Andy
Nureddin, vice president of services
and support for Bombardier Inc.’s
business-aircraft unit. The biggest
unknown, he said, “is the variability
of the makeup of ash clouds.”

In coming weeks, international
safety experts, including pilot and
airline representatives, are slated to
meet and discuss potential stan-
dards that would ease flight restric-
tions compared with current FAA
rules and the industry recommenda-
tions released Thursday.

Airlines and some European reg-
ulators are leaning toward allowing
limited flights even in areas where
ash is visible.

Continued from first page
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Goodbye, girdle: celebrities with curves
spark a raid of sorts on padded panties

When Tara Rachel Benson went
out on a recent night to an album
release party in Los Angeles, she
put on her makeup, a tight-fitting
Herve Leger dress, stiletto
heels—and a pair of padded pant-
ies.

“It’s part of the whole outfit,”
says Ms. Benson, a 25-year-old as-
sistant to a music manager. Wear-
ing the Booty Pop brand of under-
wear, which contain egg-shaped
foam pads to plump up the poste-
rior, “I look better, I
feel better, and as a
result, I act better,”
she says.

For centuries,
women have wrig-
gled into girdles
and other slimmers
to minimize their
rear ends. Now, a
fascination with the
hind-quarters of ce-
lebrities like Beyoncé and Kim
Kardashian is fueling a booming
market for undergarments that
amplify the derrière.

On Booty Pop’s late-night info-
mercials, which began airing in
December, viewers are entreated
to “forget about doing endless
squats—and cosmetic surgery,
who can afford that?” as models
prance around in tight jeans
flaunting their backsides.

In May, Bed Bath & Beyond
started carrying Booty Pop in
most of its 967 stores and online.
Drugstore Walgreens, which
jumped on the Booty Pop band-
wagon in April, is carrying the
product at 1,000 of its 7,541 stores
and mulling an expansion. Earlier
this month, Target started carry-
ing Booty Pop online.

Booty Pop projects it will sell
close to a million pairs of padded
underwear this year.

“I want one,” the famously
skinny reality TV star Nicole
Richie wrote this month on
Twitter, after which she posted a
link to a “black licorice” cotton-
spandex pair, on sale for $19.95.
Through her publicist, Ms. Richie
declined to comment.

Booty Pop isn’t the only com-
pany seeking a boost from behind.
Early next year, Maidenform
Brands plans to introduce a “Jean
Collection”—internally called
“Project Injeanious”—containing
bottom shapers.

“There are a lot of similarities
between what you can do for the
rear and breast—you can lift it,
round it and shape it,” says Mau-
rice Reznik, Maidenform’s chief
executive.

At lingerie retailer Frederick’s
of Hollywood, the $28 “Booty Boy
Short” (they’re for women, de-
spite the name) is currently the
No. 2 top-selling shaping item on-
line. Victoria’s Secret introduced
the “bum booster” in January in
some outlets, and a spokeswoman
says it is selling well.

“It’s not so hot to have a pan-
cake a— these days,” says Azar
Jazestani, a 26-year-old wedding
planner in Montreal, who wears
Booty Pop panties with jeans.

But the garments do have com-
plications. Holly Homer, a 40-
year-old stay-at-home mom from

Dallas, recently tested a pair and
called the look “ridiculous.”

“If you wear anything less than
a really heavy denim with it, you
can see where those oval-shaped
things stick out,” says Ms. Homer.
She dubbed the situation “VBPL,”
for “Visible Booty Pop Line,” riff-
ing off the faux pas of VPL, “visi-
ble panty line.”

Ms. Benson, the music-industry
assistant, concurs: “I wouldn’t
wear a silky-nighty type thing
with it.”

The backside has a complicated
back story. Large
behinds historically
have been cele-
brated as sexy in
Latin American and
African cultures,
even as they were
viewed with suspi-
cion further north.

In the 19th cen-
tury, pronounced
posteriors were as-

sociated “with having a smaller
brain, less intellect, but being
more sexually promiscuous,” ac-
cording to Myra Mendible, a pro-
fessor of English at the Florida
Gulf Coast University and author
of “From Bananas to Buttocks:
The Latina Body in Popular Film
and Culture.”

In the 20th century, Latin
American stars like Carmen
Miranda and Lupe Vélez became
known for their signature curves.
It wasn’t until about 10 years ago,
when the shapely Jennifer Lopez
became a mega-star, that the cur-
rent round of rump fascination re-
ally began.

“If Jennifer Lopez can cross
over and be celebrated for her
butt, then women think, ‘Well,
what about my butt? Maybe it’s
not so bad after all,’” says Ms.
Mendible.

Beyoncé’s group “Destiny’s
Child” sang in 2001 about the
wonders of being “Bootylicious.”
Footwear manufacturers, includ-
ing Reebok and Skechers, have
sold thousands of sneakers that
promise to perk up the posterior.

Booty Pop was the brainchild
of Susan Bloomstone, a former
television producer, and Lisa Re-
isler, a fashion merchandiser.

The two women, who met in
college, were on vacation with
their families in Miami in 2008
when Ms. Bloomstone read a
newspaper article about the popu-
larity of the Brazilian butt lift—a
surgical procedure that injects fat
between the buttock muscles.

According to the American So-
ciety for Aesthetic Plastic Surgery,
there were nearly 5,000 butt lifts
performed in the U.S. last year, a
37% increase over 2008. Such pro-
cedures can cost from $8,000 to
$15,000.

Ms. Bloomstone recalls think-
ing there had to be a cheaper so-
lution. “What do you think about
a pair of panties that replaces
what a padded bra does, but for
your booty?” Ms. Bloomstone re-
calls asking Ms. Reisler, who in re-
sponse “just looked at me and
said, ‘Oh, my gosh! Yes!’”

Back home in Montreal, Ms.
Reisler removed foam inserts
from one of her padded brassieres
and glued them into the backside

of a pair of panties. She sent the
sample to a manufacturer in China
and tested iterations on a friend.
She eventually hit upon a proto-
type that had the just right
amount of puff.

The first major retailer to bet
on Booty Pop was Kitson, a Los
Angeles boutique known for celeb-
rity clients. “We saw the product
and two words came into my
head: Kim Kardashian,” says

Fraser Ross, the store’s owner,
referencing the voluptuous reality
television star. Ms. Kardashian
had no comment.

Both founders say their brand
name wasn’t inspired by “Pop
That Booty,” a 2003 hit song by
Marques Houston.

Mr. Houston isn’t so sure.
“Let’s just spread the wealth,”
says Mr. Houston. “If my song can
inspire some nice booty pads for

some women to get their whole
thing goin’, then I am fine with
that.”

BY RACHEL DODES

A model wears Booty Pop panties (on right) to plump her posterior.
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ONLINE TODAY: See a video about
Booty Pop plus a history of under-
garments and a slideshow of
some of Hollywood’s most famous
figures at WSJ.com/Lifestyle
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Upbeat data buoy euro-zone upturn
FRANKFURT—The euro-zone

economy gathered steam at midyear,
defying expectations—at least for
now—of a fading recovery.

Robust growth in Germany,
which offset weakness in Greece and
other indebted parts of Southern
Europe, along with positive reports
from companies and consumers,
gives European officials ammunition
in their effort to boost sentiment
among investors and the Interna-
tional Monetary Fund about the re-
gion’s prospects.

Still, the recovery faces consider-
able hurdles, economists warn.
Countries in the region, especially
Germany, remain heavily dependent
on exports, which could falter if
growth slows in the U.S. and China
as expected. The euro’s roughly 8%
rise against the U.S. dollar in recent
weeks, after it touched four-year
lows, makes euro-zone products
more expensive in global markets.
Fiscal austerity throughout Europe
later this year and in 2011 could
cause domestic demand to stall.

But for now, Europe appears to
be among the only major economic
regions where growth estimates are
being marked up.

“The euro zone does seem to
have shaken off its worse concerns
about the debt crisis,” said Howard

Archer, chief euro-zone economist at
consultancy IHS Global Insight in
London.

The euro-zone purchasing-man-
agers index rose to 56.7 in July from
56, according to Markit, signaling
robust growth as index numbers
above 50 denote expansion. Ger-
many’s manufacturing PMI jumped
nearly three points, to 61.2. France’s
service-sector PMI was also above
60.

Separately, the EU’s statistics
agency, Eurostat, said euro-zone in-
dustrial orders jumped 3.8% in May
from April, pushing annual growth
to a decade high. Economists had ex-
pected no change from April.

Consumer confidence in the euro
zone rose sharply in July, according
to the European Commission. The
strong rise suggests consumers’
fears of a sovereign-debt crisis are
receding, Greg Fuzesi, euro-zone
economist at J.P. Morgan Chase in
London, wrote in a research note.

The euro climbed on the reports,
though the gains were capped by un-
certainty over the results of Euro-
pean banking stress tests due out
Friday. Signs of a strengthening
economy make it unlikely that Euro-
pean Central Bank officials will em-
bark on fresh stimulus measures, an-
alysts say. Still, the ECB is expected
to keep its main lending rate at 1%

well into next year until the recov-
ery is firmly established.

After expanding 0.8% at an annu-
alized rate in the first quarter, the
currency bloc likely grew 3% or
more last quarter, economists say.
Germany, which accounts for almost
30% of the region’s gross domestic
product, grew as much as 6% due to
exports and higher investment, fore-
casters say. The July PMI figures, if
sustained, point to euro-zone
growth around 2.5% this quarter.

“There is good demand, and a lot
of opportunities are developing for
the second half of the year,” says
Stefan Kirschsieper, chief executive
of toolmaker Walter Kottmann
GmbH, a family-owned business in
Wuppertal, Germany, that makes
chisels for electric hammers used
primarily in the building industry.

After laying off 20% of his work
force during the recession, Mr.
Kirschsieper says his business
should return to its staffing level of
50 by September, thanks to im-
proved business in Germany, France
and the U.S., as well as fast-growing
markets like Brazil and Mexico. In
contrast, countries in Southern Eu-
rope hit hard by the debt crisis, in-
cluding Greece, Portugal and Spain,
“are very weak,” he says.

Even Germany’s famously frugal
households are showing some im-
provement in their willingness to

spend, which could help the recov-
ery to broaden beyond exports and
related business investment. Retail
sales jumped 3% in May from April,
according to revised figures released
this week.

“I can’t see any danger for the
next six months,” says Klaus
Förtsch, managing director of
Fendt-Caravan GmbH, which sup-
plies caravans and motor homes pri-
marily in Germany, France and the
Netherlands.

“We have good incoming orders
from the dealer side, and we can see
sales from dealers to customers,”
says Mr. Fortsch, whose company,
based near Munich, had revenue last
year of €120 million ($154 million)
and employs 570 people, a level it
maintained through the recession.

The euro-zone reports will be
welcome news for ECB officials who
have ruled out a double-dip reces-
sion and have criticized recent IMF
reports that have been skeptical
about Europe’s growth prospects.

However, Mr. Fuzesi expects the
euro zone’s momentum to fade later
this year. After surpassing U.S.
growth in the second quarter, the
euro zone and U.S. should both grow
at roughly 2% to 2.5% in the third
quarter, he says. But by the fourth
quarter, the euro zone should slow
to 1% growth, well below the U.S.’s
3% pace, he says.

BY BRIAN BLACKSTONE

Source: J.P. Morgan Chase
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Thanks, but no thanks, Hungary tells IMF
BUDAPEST—Hungary’s prime

minister Thursday defied foreign
critics of his fiscal policies, saying
Budapest no longer needs help from
the International Monetary Fund
and won’t seek to extend an emer-
gency financing agreement it signed
in 2008.

“We want to regain Hungary’s
lost economic sovereignty,” said
Prime Minister Viktor Orbán in a
speech to parliament. Unless that
happens, he said, “the country can-
not rise, there can be no economic
growth.”

Mr. Orbán, a populist politician
who pledged to take a firmer stance
in negotiations with the IMF after
he was elected in April, has grown
increasingly tough in his public
comments this week, after bailout-
loan talks with the IMF and the Eu-
ropean Union broke down over the
weekend.

Some of his most recent remarks
appear to contradict comments by
aides that Hungary remains commit-
ted to pursuing a deal with the IMF
and the EU, both of which walked
out of negotiations saying that
Budapest wasn’t doing enough to
achieve lasting cuts in spending and
shore up its finances.

The failure of the talks means
that Hungary can’t draw on the re-
maining funds in the €20 billion
($25.54 billion) rescue package it re-
ceived from the IMF, the EU and
World Bank at the start of the glo-

bal financial crisis.
At a news conference earlier

Thursday, Mr. Orbán thanked the
IMF for its help in 2008, when the
loans it offered saved Hungary from
default after it was unable to raise
funds in credit markets during the
global financial crisis.

But he said Hungary doesn’t in-
tend to continue talks with the IMF
on the current standby loan. He said
Hungary will repay the loan by the
end of 2012, something that could
strain Budapest’s finances. In the fu-
ture, he said, the government will
negotiate only with the EU.

As part of its membership in the
EU, Hungary has agreed over time
to meet certain targets for its gov-
ernment spending.

IMF spokeswoman Caroline At-
kinson said at a news briefing in
Washington Thursday that the IMF,
for its part, remains “engaged with
the Hungarian authorities and we
are ready to resume specific negoti-
ations and return there at any
time.”

Mr. Orbán’s move to walk away
from the safety net provided by the
international loan agreement is a re-
versal of earlier statements by his
government that it would seek a
new standby deal with the IMF for
next year, after the current agree-
ment expires in October.

“It’s a big blow to the credibility
of this government,” said Bartosz
Pawlowski, a strategist at BNP
Paribas in London. “The risk pre-
mium on Hungary has increased.”

The Hungarian currency, the fo-
rint, strengthened, however, on
Thursday. After plunging 3% against
the euro Monday in response to
news of the weekend breakdown of
talks with the IMF and EU, the fo-
rint steadied and then began to re-
gain lost ground.

On Monday, Hungary’s central
bank said it would buy forint to de-
fend the value of the currency, using

development assistance from the
European Union. It wasn’t clear how
much that was contributing to the
rally.

Still, Mr. Pawlowski said that
without IMF backing, investors
could be wary of Hungarian debt
and other forint-denominated as-
sets. The markets have looked at the
IMF deal as a form of insurance that
government spending would remain
in check. “Hungary is saying it
doesn’t want to consolidate its pub-
lic finances any more. They feel
they’ve done enough already,” said
Mr. Pawlowski. “That’s not what you
want to be saying at this point,”
with global investors intensely fo-
cused on government debt.

—Margit Feher
contributed to this article.

BY GORDON FAIRCLOUGH
AND VERONIKA GULYAS

Prime Minister Viktor Orbán, right, at a Budapest press conference Thursday with Croatian counterpart Jandranka Kosor.‘We want to regain
Hungary’s lost economic
sovereignty,’ said Prime
Minister Viktor Orbán.
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Sir Michael Stoute trained
the top three thoroughbreds in
last year’s King George and
Queen Elizabeth Stakes at
Ascot and he has a strong hand
again with Epsom Derby winner
Workforce and Hardwicke
Stakes champion Harbinger.

This is the season’s first big
meeting of the three-year-olds
against older racehorses and it
promises to be a thriller:
Workforce broke the track
record when he won the Derby
by seven lengths and if he’s in
the same mood, he will surely
win. However, the standard of
that race is a concern, since a
number of the horses behind
him have subsequently been
beaten again. Moreover, Sir
Michael’s yard isn’t firing in the
winners at the moment.

Harbinger was impressive at
the royal meeting, but gives his
stablemate a lot of weight.
Workforce is evens with Paddy
Power, while Harbinger is 5/2
with Boylesports, which both
look too short.

One horse worth keeping an
eye on is John Gosden’s mare
Dar Re Mi, owned by Andrew
Lloyd Webber and his wife
Madeleine. Dar Re Mi’s win in
the Dubai Sheema Classic in
March earned a huge prize, and
though she finished fourth in
the Coral Eclipse, that race
wasn’t run to suit and she will
definitely appreciate the step
back up to 1 mile 4 furlongs.

Youmzain is a perennial
bridesmaid but could finish in
the money, while the Aga Khan-
owned Daryakana is a
contender if she handles the
quick ground. Yet Dar Re Mi is
the each-way selection at 15/1
with William Hill.

Tip of the day

800

Source: Cricinfo
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Learning a pack mentality
The peloton shields top riders, but the ‘moving community’ comes with its own rules

PAU, France—The indelible sou-
venir of this year’s Tour de France
came on Monday, when one rider
streaked past another to take the
overall lead while the latter fixed
his bicycle chain. This is a no-no in
professional cycling, which main-
tains an old-world etiquette that
says a rider must not grab first
place while the leader’s machine is
inoperable.

Alberto Contador of Spain, the
cyclist who surged past Luxem-
bourg’s Andy Schleck that day, apol-
ogized. Whatever the Spaniard
might have thought in his heart, he
could be certain about one thing: No
cyclist can afford to make enemies
in the peloton, that pack of more
than 150 pros pedaling together ev-
ery day in a long cycling road race.

The Tour de France, which Mr.
Contador is favored to win after Mr.
Schleck failed to gain time on him
Thursday, ends Sunday with its ride
into the streets of Paris. That end-
ing, filled with smiles and screaming
fans, is the final piece of an extreme
endurance event, more than 2,200
miles of cycling from sea level to al-
titudes of more than 6,000 feet and
back down again.

Because it’d be slow and even
perilous for cyclists to try to navi-
gate that course on their own, the
main riders combine to form a pelo-
ton, an aerodynamic V-shape that
resembles a flock of migrating birds.
The group usually includes several
teams, with each clustered together,
so they can communicate and pro-

tect one another. The race leader
and his teammates usually sit in the
middle of the peloton, shielded from
the winds and from fans.

The term peloton means platoon
in French, although it’s now used al-
most exclusively as a cycling term.

In the Tour’s early years, riders
were sometimes not allowed to ride
close to one another, leading to
massive margins of victory. In the
first Tour, in 1903, two hours, 49
minutes separated the champion
from the last-place finisher.

The peloton came of age in the
1930s, as new roads increased
speeds. “Riders knew about draft-
ing, but the increase in speeds
forced the peloton to take its mod-
ern shape,” said Philippe Bouvet, a
Tour authority at newspaper
L’Equipe.

The Union Cycliste Internation-
ale, which oversees the Tour, has an
official rulebook on peloton behav-
ior. Riders aren’t allowed to ride be-
hind team cars—which hand out wa-
ter, food and advice—that might let
them benefit from extra protection
from the wind. That’s a fine of 100
Swiss francs ($95).

Another rule, which can get a bit
tricky given that cyclists are riding
for as long as six hours at a time
while guzzling water: Don’t urinate
in front of fans. When nature calls,
cyclists have two options. They can
stop together in a secluded place, or
they can do it from the saddle, while
riding, to save time.

Wesley Sulzberger, an Australian
competing in his first Tour, de-
scribed the physical maneuvering.

“You call a teammate over to hold
you steady and do it as fast as you
can,” he said. Staying hidden can be
a problem, however, when a quarter
of the French population is lined up
on the side of the road.

Johan Van Summeren, a Belgian
on the Garmin-Transitions team, has
been fined three times this year for
urinating in front of fans. “We’re
going really fast down a hill,” he
said. “And there’s nobody there, so
I begin, and then we come around a
hill, and there are a bunch of peo-
ple. What can I do?”

More than the UCI’s rules,
though, riders say it’s the unofficial
etiquette that they follow. “In the
first week, it’s every rider, every
team, for themselves,” said David
Millar, a Scottish rider in his ninth
Tour. “As the weeks ago on, it be-
come a matter of survival. You’ll see
guys across teams doing favors for
each other.”

Last year, Mr. Millar said, his
minicomputer fell off in a pile-up.
As the riders regained their stride,
Fabian Cancellara, a Swiss rider,
pulled up beside him. “I have some-
thing for you, ta-dah,” he said and
handed Mr. Millar the machine.

The ruler of this rainbow streak-
ing through the French countryside
is the yellow-jerseyed race leader,
who’s introduced every morning to
a crescendo of applause by fans. It’s
only the leader who can organize
mass actions by the peloton. For ex-
ample, Mr. Cancellara, holding the
yellow jersey on the second stage of
this year’s Tour, led other riders to
pedal slower into the finish line as a

way to protest slippery roads that
caused many riders to crash.

Sometimes, the peloton can take
on a playful air. Matthew Lloyd, an
Australian riding for the Omega
Pharma-Lotto team, says that he
and a teammate, Charles Wegelius,
like to stage fake fights. “It’s a good
way to get the cameras to look at
you,” he said. “We’re just having
fun, we’re a moving community.”

The final day, a flat stage race
into Paris, is a forum for pranks.
“You’ll see big guys swapping bicy-
cles with little guys,” says Sean
Yates, a rider in 14 Tours and now a
team director for Sky. “You should
see a 6-foot-5 guy riding a 5-foot-7
guy’s bike.”

But in France’s two mountain
ranges, the Alps and the Pyrénées,
it’s all business, and camaraderie.
“The groups often split in the moun-
tains, and you’ll get 10 guys without
a team car and they need water,
too,” says Marc Sergeant, a team di-
rector for Omega-Pharma Lotto. “So
if one of those guys gets water from
somebody, he’d better share it.”

But breaking one of the rules of
the peloton can spell a rider’s doom.
“You do not what to be the guy no-
body likes,” Mr. Sulzberger says.
“I’ve seen four teams chase down a
rider and make his life hard because
he did something wrong.”

BY JOHN W. MILLER

Cyclists in a peloton during this year’s Tour de France. The peloton is a place where no rider can make enemies.
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EU knocks China purchasing rules
SHANGHAI—European Union

Trade Commissioner Karel De Gucht
criticized China’s procurement rules,
saying recent changes to legislation
favoring indigenous innovation
aren’t enough to address complaints
of discrimination against foreign
vendors.

On a visit to Shanghai on Thurs-
day, Mr. De Gucht also hit on an-
other source of growing tension be-
tween China and its trading
partners, fears about the country’s
restrictions on exports of certain
minerals.

Speaking at an event at the
Shanghai World Expo, Mr. De Gucht
said China needs to improve invest-
ment opportunities for foreign com-
panies, as European businesses are
raising “serious questions” about
China’s procurement policies. Many
companies have expressed concern
that recently drafted policies will
discriminate against foreign compa-
nies in favor of domestic suppliers
with “indigenous innovation.”

Mr. De Gucht’s comments follow
unusually vocal complaints about

Chinese policies from leading West-
ern executives in recent months. On
Saturday, two of Germany’s leading
industrialists—Jürgen Hambrecht,
chairman of chemical giant BASF
SE, and Peter Löscher, chief execu-
tive of conglomerate Siemens
AG—complained about policies to-
ward foreign business during a pub-
lic meeting with Chinese Premier
Wen Jiabao and visiting German
Chancellor Angela Merkel.

Mr. De Gucht said China’s grow-
ing presence in Europe is reflected
in its recent purchase of €420 mil-
lion ($536 million) of government
bonds issued by Greece and Spain.
Despite those countries’ recent debt
concerns, Mr. De Gucht said it was a
good investment for China and there
is little risk of the bonds losing their
value.

Mr. De Gucht said European busi-
nesses are increasingly worried
about the lack of protection for in-
tellectual property in China. He said
that recent changes to the indige-
nous-innovation legislation aren’t
enough to address complaints of al-
leged Chinese discrimination against
foreign vendors.

“The core of our economy is in-
tellectual property. That’s why it’s
important that we get adequate pro-
tection,” he said. “There’s so much
discussion about [China’s] indige-
nous innovation policy, because it
forces European companies to regis-
ter as a Chinese company to get ac-
cess to private procurement mar-
kets.”

China Vice Minister of Commerce
Gao Hucheng, speaking at the same
event, said it is Chinese government
policy to encourage trade openness
and oppose protectionism.

At a separate briefing in Shang-
hai, Mr. De Gucht said the EU is con-
fident the World Trade Organization
will decide in its favor after ton a
complaint alleging that China has
placed export restrictions on some
commodities. .The EU, the U.S. and
Mexico lodged a complaint at the
WTO alleging that China restricts
exports of nine key raw materials,
including coke, bauxite, fluorspar
and magnesium.

The materials are vital to the
production of steel, aluminum and
certain chemicals. China produces
60% of the world’s coke, and is a

major producer of the other raw ma-
terials.

“We’re confident this is a case
that we’ll win before the WTO be-
cause it’s clearly against WTO
rules,” he said.

China said earlier this week it
submitted a new proposal for mem-
bership in the WTO’s agreement on
government procurement, or GPA,
which sets terms for preventing dis-
crimination against foreign vendors
in government purchasing deals.

The proposal is a revision of one
China submitted several years ago,
but some experts who have seen it
say it still appears unlikely to satisfy
the demands of many trading part-
ners.

Speaking at the Shanghai Expo
event Thursday, World Trade Orga-
nization Director-General Pascal
Lamy said China’s new GPA proposal
is an improvement on the old one,
and said that China overall is abid-
ing by its WTO obligations on broad-
ening trade and opening up its mar-
ket.

“But it doesn’t [mean] that
sometimes there’s no friction,” he
said.

BY ESTHER FUNG

EU Trade Commissioner Karel De Gucht, right, and Chinese Vice Commerce Minister Gao Hucheng at the Shanghai World Expo’s EU–Belgium pavilion on Thursday.

Five of six
Greek banks
are set to pass
stress tests

ATHENS—Greece’s leading pri-
vate lenders are expected to pass
Europe’s banking stress tests, but
questions remain over whether one
of two state-controlled banks being
tested may be forced to seek new
capital under a worst-case scenario.

In the past several days, both
Greece’s central-bank governor and
the country’s finance minister have
said the Greek banks would pass,
helping prompt a brief 2.5% rally in
Greek bank stocks earlier this week.

“The Greek banks now have be-
fore them the famous stress tests,”
Finance Minister George Papacon-
stantinou said in a speech on Mon-
day. “I am certain the banks will
pass those stress tests unscathed.”

Of the six banks being tested,
Greece’s four leading private lend-
ers—National Bank of Greece SA,
EFG Eurobank Ergasias SA, Alpha
Bank AS and Piraeus Bank SA—are
considered well-capitalized.

Those four boast Tier 1 capital
ratios ranging from 9.1% in the case
of Piraeus, to 11.5% for Alpha
Bank—well above the 6% minimum
that regulators will set as a thresh-
old. Of the two state lenders being
tested, Hellenic Postbank has a
capital adequacy ratio of 17%; but
state-controlled ATEBank has a Tier
1 capital ratio of just 7.7%.

Greece’s weakening economy and
rising bad loans have squeezed the
banking sector. In the first quarter
of 2010, ATEBank swung to a net
loss of €37.4 million on a 69% in-
crease in loan-loss provisions of
€95.9 million. Since then, Piraeus
Bank has made a combined €701
million offer for ATEBank and Hel-
lenic Postbank.

Analysts say that the stress tests
don’t address the real challenge fac-
ing Greek banks: access to liquidity.
Since late last year, Greek banks
have become dependent on the Eu-
ropean Central Bank while being ef-
fectively frozen out of Europe’s in-
terbank markets amid concerns
about a Greek sovereign default.

According to the latest data from
the Bank of Greece, ECB lending to
Greek banks rose to €93.8 billion at
the end of June, up from €89.4 bil-
lion at the end of May.

BY ALKMAN GRANITSAS

Banks brace for stress-test results
tors time to overcome their jitters.

Financial markets sent mixed sig-
nals ahead of Friday’s results. Euro-

Continued from first page pean bank shares shot higher Thurs-
day, with the Stoxx 600
banking-sector index gaining more
than 3% as investors bet on a repeat
of the U.S. stress- test scenario.

At the same time, the cost of bor-
rowing euros in the interbank lend-
ing market reached its highest level
in 11 months with three-month Euri-
bor at 0.884%. Such borrowing costs
rise when banks are nervous about
lending to one another.

The market dissonance is echoed
by analysts who are producing
starkly different estimates of the
problems in the European banking
system.

A simulated stress test run this
week by analysts at Nomura esti-
mated that the 91 European banks
faced a collective capital shortfall of
about €75 billion ($96.19 billion). At
least 16 banks—mainly hailing from
Greece, Germany and Italy—failed

Nomura’s test.
One possibility is that the stress

tests will highlight weaknesses at
banks that already have obvious av-
enues through which to improve
their finances. In Spain, many re-
gional savings banks, or cajas, re-
cently agreed to enter into mergers
that are designed to fortify their
balance sheets. But that wasn’t ac-
counted for in the stress tests.

The task of coordinating the test
procedures and results has fallen to
the little-known Committee of Euro-
pean Banking Supervisors, based in
London. Unlike in the U.S., where a
single government administered the
tests, CEBS has had to herd 20 dif-
ferent nations to the finish line, and
that fractiousness has undercut
transparency about the test method-
ology.

—Adam Bradbery and Geoffrey T.
Smith contributed to this article.

Agence France-Presse/Getty Images

Stressful day
Details on European banks’ stress tests are released Friday. Here’s a
rundown of the schedule.

� The Committee of European Banking Supervisors will publish an aggregated
overview of the tests’ results on 91 banks in 20 different countries, at 1600
GMT (5 p.m. BST, 6 p.m. CET, noon EDT)

� National bank regulators and banks aim to publish breakdowns of the
results within the next hour.

� CEBS to release bank-by-bank data by 1630 GMT.

The stress-test results are likely to reveal:

� The banks’ potential losses over two years if the economy deteriorates and
government bonds lose value

� How the banks’ capital cushions, which are key to absorbing losses, would
hold up in a crisis

� How much new money (if any) each bank would need to raise to prepare
for the potential losses; each bank’s holdings of government (or sovereign)
debt from various EU countries

� Follow live coverage and market reactions at WSJ.com.
Source: CEBS, WSJ research
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The ‘Golden Age’ of air travel
Go-Go boots, white gloves and plenty of legroom: What airlines can learn from the past

It’s a common travelers’ la-
ment: Why can’t airline service be
like the good old days, when plane
travel was glamorous, on-time,
hassle-free and exciting?

Ah, the glory days of air travel
in the 1950s, when Howard

Hughes’s TWA and
Juan Trippe’s Pan
American lifted
Hollywood stars

and business titans across conti-
nents and even oceans in white-
glove style. There was plenty of
legroom, nary a security hassle
and planeloads of excitement
when people could buy a ticket to
defy gravity and arrive in new cit-
ies in hours instead of days.

Some in the U.S. Congress are
behind a back-to-the-future legis-
lative move to re-regulate the air-
line industry. Changes such as po-
licing airline schedules, curbing
overbooking, controlling fees and
even imposing minimum service
standards could help tidy up the
current bus-in-the-sky mentality.
The Department of Transportation
has been writing new rules to pro-
tect passengers’ rights.

The past has allure for travel-
ers, of course, but with a common

caveat with memories. Truth is,
the good old days weren’t all that
good, with air travel of the past
romanticized and comfort and
safety issues glossed over. “The
Golden Age has never existed,’’
said former Virginia Gov. Gerald
Baliles, who led a presidential
commission in the early 1990s to
revitalize the U.S. airline industry
and hopes his recommendations
may still be enacted. “The cyclical
world of aviation travel has al-
ways had its challenges, for the
carriers as well as the travelers.”

The piston-driven planes of
those days, like the Lockheed Con-
stellation and Douglas DC-7, were
noisy and often ferociously
bumpy. They couldn’t fly over
storms and turbulence the way
jet-powered airplanes can. Engine
failures were more frequent. So
were crashes. And the cost of a
ticket was affordable for only an
elite few.

A round-trip coach ticket be-
tween New York and Los Angeles
was $208 in 1958, according to the
Air Transport Association. You
can still sometimes find a $208
ticket today, but that 1958 price is
$1,570 in today’s dollars.

“Most people who think of the
Golden Age age of air travel prob-

ably didn’t fly then,” said Daniel
Kasper, a managing director at
LECG, an aviation consulting com-
pany. “The Hollywood image never
focuses on how many people were
left outside the gate because they
couldn’t afford it.”

Another difference: Limited
flight service. Getting across the
country often required multiple
stops. And making connections
might mean changing airlines.
“You couldn’t get there from
here,” Mr. Kasper said.

Things changed in the late
1960s and early 1970s, held up as
another Golden Age of air travel
when jets were proliferating. Jets
were more reliable and safer than
the piston-engine planes they re-
placed.

With jets able to carry more
people and move them far faster
than ever before, airlines found
themselves with lots of seats to
sell. They laid out cabins with
generous legroom—as much as 15
centimeters more than today per
row in coach. Travelers enjoyed
lots of empty seats to spread out
into, too. The load factor, or per-
centage of seats filled, was 45.9%
in 1968, compared to 80.4% in
2009.

To entice new fliers and build

business with frequent travelers,
airlines tried to one-up each other
with scrumptious meals, attentive
on-board service by stewardesses
in hot pants and miniskirts, and
provocative “Fly Me” ads.

Boeing 747s, which started air-
line service in 1969 and opened in-
ternational travel to the masses,
had piano bars in first class. Even
coach passengers were routinely
offered three choices of meals.

“Airlines competed on the basis
of service and not on the basis of
price. And it was good. It’s not
just the memory of good ol’
times—it was really good service,”
said Stanley Plog, an airline con-
sultant who conducted studies on
passenger comfort. He still recalls
how tasty the Chateaubriand was
on TWA.

Still, there were problems.
Conga lines of jets at crowded air-
ports, particularly in New York,
Washington, D.C., and Chicago, led
to long delays and calls to mod-
ernize the nation’s air-traffic con-
trol system. Sound familiar? In
1969, the government imposed a
“temporary” measure that re-
mains in effect today—takeoff and
landing slot restrictions at the
most-crowded airports.

Hijackings became common. In
one month alone—January
1969—eight airliners were hi-
jacked to Cuba, according to the
Federal Aviation Administration.
In October that year, Eastern Air
Lines began using magnetometers
to screen passengers. In Septem-
ber 1970, the Popular Front for the
Liberation of Palestine hijacked
three planes bound for New York
and blew up the empty jets. Presi-
dent Richard Nixon ordered air
marshals aboard jets and the use
of X-rays to screen for weapons.

And safety was still an issue.
From 1964 to 1973, there was an
average of seven fatal accidents a
year on U.S. airlines. The fatal ac-
cident rate per departure in 1969
was 13 times higher than in 2009.

And all that service and style
was expensive, even with airlines
offering advance-purchase econ-
omy fares.

With the cost still prohibitive
for many, Congress and the Carter
administration deregulated the in-
dustry in 1978. That opened the
market to new interstate airlines
and let carriers fly wherever they
wanted, whenever they wanted
and at whatever prices they
wanted.

The results were dramatic. In
1977, the average price paid to fly
one mile was 8.42 cents, according
to the ATA. Adjusted for inflation,
that’s more than 30 cents a mile.
Last year, travelers paid an aver-
age of 13.5 cents. In 1978, airlines
carried 275 million passengers.
Thirty years later, they carried 741
million. Roughly speaking, it costs
less than half as much to travel
today and nearly three times as
many people are traveling.

Deregulation brought turmoil
that continues today, including
multiple bankruptcy reorganiza-
tions for some carriers, painful
shutdowns for others. Among the
names of the top 20 U.S. airlines
in 1978, only six of them are still
in use today. Grounded names in-
clude Eastern, TWA, Allegheny,
Braniff, Western and Pan Am.

These days, no one is suggest-
ing that fee frenzies, security has-

sles, surly service, long delays and
confounding ticket rules mark any
sort of Golden Age of air travel.
When airlines don’t have profits,
it’s hard to invest in a better prod-
uct.

Travelers do have a lot more
choices. They can buy first-class
service if they are willing to pay
for it, and the lie-flat beds and
fancy meals of today’s interna-
tional business class and tomor-
row’s new jets compare well to
the elegance of old. “Value” carri-
ers such as JetBlue, Southwest
and AirTran provide rapid mass
transportation at affordable
prices—the bottom line to a good-
quality air travel system.

If the nation makes long-de-
layed improvements in the air-
traffic control system and other
systems that his commission rec-
ommended in 1993, Gov. Baliles
sees hope for improved profitabil-
ity for airlines and thus better
quality service for travelers.

“That might approach a Golden
Age that so far has eluded all of
us,” he said.

But Mr. Plog says it will be
hard to overcome the bus-in-the-
sky mentality. Airlines have found
time after time that customers fo-
cus on the lowest price and most
won’t pay extra for niceties. “I
love to fly,” Mr. Plog said. “But to-
day, I avoid it when I can.”

BY SCOTT MCCARTNEY

Left, the interior of a commercial
plane from the 1950s; above, a
Southwest Airlines publicity photo
from the 1970s.
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WSJ.com
ONLINE TODAY: See vintage
photos of the early days
of commercial air travel at
WSJ.com/Travel.

Time travel
Was air travel really that great in the past? Here’s a comparison of different eras in aviation.

1949 1959 1969 2009

Typical plane Douglas DC-3;
Convair 240

Lockheed
Constellation;
Douglas DC-6 and
DC-7

Boeing 707 and
727; Douglas DC-8
and DC-9

Boeing 737; Airbus
A320

Typical cruise speed 150 mph 300 mph 500-600 mph 500-600 mph

Average price to fly one mile* $0.57 $0.44 $0.34 $0.14

New York-Los Angeles one-way fare* $1,447 $785 N/A $298

Passengers on U.S. airlines 16.7 million 60.3 million 171.9 million 769.5 million

Number of flights 2.3 million 3.9 million 5.4 million 10.1 million

Fatal accidents per 100,000 departures 2.868 1.653 1.302 0.098

Net profit (loss) for U.S. airlines ($42 million) ($25 million) $409 million ($4 billion)

*In today’s dollars Source: WSJ reporting
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Bernanke tells Congress Fed is at the ready
WASHINGTON—Federal Reserve

Chairman Ben Bernanke reiterated
in a second day of congressional tes-
timony that he is prepared to take
further action to support the econ-
omy if the outlook deteriorates but
indicated the Fed’s reluctance to do
so, given limited options and ques-
tions about the effectiveness of any
new measures.

“We are ready, and we will act if
the economy does not continue to
improve,” Mr. Bernanke told the
House Financial Services Committee
in his second day of semiannual tes-
timony to Congress.

Calling continuing weakness in
the labor market “unsatisfactory,”
Mr. Bernanke said the Fed would
consider new steps if job conditions
don’t improve as expected. “We are
considering all options,” he said.

With short-term interest rates al-
ready at record lows, he reiterated
that unconventional options include
providing more clarity on how long
rates will remain low, lowering the
interest rate the Fed pays on re-
serves that banks hold at the central
bank, or resuming security pur-
chases.

Such moves would be more effec-
tive if financial conditions deterio-
rate, said Mr. Bernanke. However, he
said he expects the U.S. economy to
resume a moderate recovery as ten-
sions continue to ease in European
debt markets.

House Democrats sought answers
from Federal Reserve Chairman Ben
Bernanke on what more can be done
to support the economy and cut un-
employment Thursday, while Repub-
licans called the stimulus measures
a failure.

“The question now is how will we
pursue policies that will allow us to
continue the progress that has re-
cently clearly been made in the
economy,” said House Financial Ser-
vices Committee Chairman Barney
Frank (D, Mass.) in opening remarks
during the semiannual hearing with
the Fed chief.

Pointing to the European sover-

eign debt crisis as most likely to
blame for the recent softening in the
recovery, he praised the Fed and
Obama administration for taking ac-
tion to help ease the turmoil abroad.

Rep. Mel Watt (D., N.C.) pressed
Mr. Bernanke to detail what the Fed
can do to combat today’s “unaccept-
ably high unemployment,” as well as
what Congress can do to aid the ef-
fort.

“Although there is some job
growth, it is not nearly enough to-
day,” said Mr. Watt.

Highlighting the ideological di-

vide in Congress when it comes to
the economy, the panel’s top Repub-
lican, Rep. Spencer Bachus of Ala-
bama emphasized the danger he
sees in the country’s massive federal
deficits, declaring the country is in a
“debt ditch.” Democrats, by contrast
focused on the what the Fed can do
to bring down the high unemploy-
ment rate.

Long-time Fed critic Rep. Ron
Paul (R, Tex.), called for a change in
course since fiscal and monetary
stimulus haven’t brought down un-
employment.

“The more we pump in, the more
we bail out, the more unemployment
goes up,” said Mr. Paul.

Wading into one of the more
hotly debated issues on the Hill, Mr.
Bernanke said that if Congress de-
cides to extend tax cuts adopted by
the Bush administration, it has to
find ways to offset the impact on the
budget.

“If you extend the tax cuts, you
have to find other ways to offset
them,” he said in response to a ques-
tion from Rep. Bachus.

Mr. Bernanke said a “reasonable
degree” of fiscal stimulus should be
maintained in the short term, but
that steps must be taken to reassure
that the budget will be brought un-
der control in the long run.

When Rep. Paul floated the idea
of returning to a gold standard, Mr.
Bernanke said that wouldn’t be prac-
tical.

In answering questions on
Wednesday, Mr. Bernanke outlined
three options for supporting the
economy, if necessary.

The Fed could verbally empha-
size its commitment to keep short-
term interest rates low for a long
time. It could lower the interest rate
it pays on reserves that banks store
at the central bank, to encourage
more lending. And it could reinvest
proceeds from maturing or prepaid
mortgage securities, instead of let-
ting them run off the Fed’s balance
sheet, or make additional purchases.

“We have not fully done that re-
view, and we need to think about
possibilities,” Mr. Bernanke said.
“Clearly, each of these options has
got drawbacks [and] potential costs.”

In evaluating its public communi-
cations, the Fed is exploring how to
underscore to markets and the pub-
lic that it plans to keep interest
rates low. Earlier this year, many in-
vestors were bracing for rate in-
creases by late 2010. Recent worries
about the economy pushed that into
2011.

In futures markets, traders now
put a 30% chance on the Fed raising
its key interest rate to 0.5% next
April. That was down from a 38%
chance in trading Tuesday and from

78% on July 1.
Mr. Bernanke emphasized that

the labor market remains a key
worry. The U.S. has lost 8.5 million
jobs since the downturn started, and
he said the pace of private payroll
growth in the first half of
2010—100,000 a month, on aver-
age—is “insufficient to reduce the
unemployment rate materially.”

The Fed now sees the unemploy-
ment rate falling even more slowly
than it previously expected, leaving
it at a still-high 7% to 7.5% at the
end of 2012.

Mr. Bernanke said the recent
large federal budget deficits are ap-
propriate, considering the weak
economy. He said additional fiscal
support from Washington could
help, given weak private spending,
but acknowledged concerns that
markets might react adversely if the
nation’s deficit is not brought under
control.

“The best approach, in my view,
is to maintain some fiscal support
for the economy in the near term,
but to combine that with serious at-
tention to addressing what are very
significant fiscal issues for the
United States in the medium term,”
Mr. Bernanke said. “I don’t think it’s
either/or. I think you need to really
do both. If the debt continues to ac-
cumulate and becomes unsustain-
able … then the only way that can
end is through a crisis or some other
very bad outcome.”

With almost half the unemployed
out of work for more than six
months, Mr. Bernanke noted the
long-term risks of persistent jobless-
ness.

“People who are unemployed for
a long period of time often see their
skills atrophy or see their skills be-
come irrelevant,” he said. “So not
only for the sake of the unemployed
and for the short-term strength of
the economy, but also for our long-
term viability and international
competitiveness, I think we need to
be very seriously concerned about
the implications of long-term unem-
ployment.”

—Sudeep Reddy
contributed to this article.

BY TOM BARKLEY
AND VICTORIA MCGRANE

Ben Bernanke appeared before Congress for a second day Thursday.
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U.S. will allow
tax cuts to expire
for wealthiest

WASHINGTON—Treasury Secre-
tary Timothy Geithner said the
Obama administration will allow tax
cuts for the wealthiest Americans to
expire on schedule despite calls
from a small but increasingly vocal
group of Democrats to delay any tax
increases.

Mr. Geithner said the White
House will allow taxes on top earn-
ers to increase on Jan. 1, 2011, as
part of an effort to help bring down
the mounting budget deficit. He said
the White House still plans to ex-
tend tax cuts for middle- and lower-
income Americans and expects to
undertake a broader tax overhaul
next year.

“We believe it is appropriate to
let those tax cuts that go to the

most fortunate expire,” Mr. Geithner
said at a breakfast with reporters,
hosted by the Christian Science
Monitor.

His comments come as a number
of Democrats, including North Da-
kota Sen. Kent Conrad and Nebraska
Sen. Ben Nelson, have begun echo-
ing calls by Republicans and some
economists to extend the tax cuts
for all earners, including the wealth-
iest. Many economists believe the
recovery is too fragile to risk raising
taxes anytime soon and that doing
so could stall economic growth.

Mr. Geithner said there is “still
some uncertainty about how strong
the recovery is going to be,” which
may be impacting spending deci-
sions by businesses and individuals.
But he discounted that as a reason
to extend the Bush-era tax cuts for

top earners, saying most private
forecasts show moderate economic
growth and increasing public confi-
dence in the recovery.

He also rejected concerns voiced

by business groups and many Re-
publicans that the administration’s
economic policies are creating un-
certainty and holding back private
investment. “Business always wants

their taxes lower and always wants
to live with less regulation,” he said,
adding that U.S. firms are “doing
very well…competing around the
world.”

BY DEBORAH SOLOMON

U.S. Treasury Secretary Timothy Geithner rejected concerns of business groups and many Republicans.
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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 390.25 -3.25 -0.83% 705.00 343.25
Soybeans (cents/bu.) CBOT 979.50 1.00 0.10% 1,555.00 809.75
Wheat (cents/bu.) CBOT 596.50 8.25 1.40 762.75 442.50
Live cattle (cents/lb.) CME 94.400 -0.525 -0.55 96.900 86.700
Cocoa ($/ton) ICE-US 2,916 -19 -0.65 3,522 2,237
Coffee (cents/lb.) ICE-US 161.70 4.40 2.80 180.95 121.75
Sugar (cents/lb.) ICE-US 18.30 0.83 4.75 22.78 11.79
Cotton (cents/lb.) ICE-US 74.71 0.78 1.06 100.50 53.87
Crude palm oil (ringgit/ton) MDEX 2,533.00 50 2.01 2,725 1,665
Cocoa (pounds/ton) LIFFE 2,273 -13 -0.57 2,470 1,579
Robusta coffee ($/ton) LIFFE 1,691 19 1.14 1,795 1,282

Copper (cents/lb.) COMEX 316.45 7.15 2.31 366.70 166.00
Gold ($/troy oz.) COMEX 1195.60 3.80 0.32 1,266.50 800.00
Silver (cents/troy oz.) COMEX 1812.00 31.70 1.78 1,986.50 1,338.00
Aluminum ($/ton) LME 2,024.00 30.00 1.50 2,481.50 1,730.00
Tin ($/ton) LME 18,350.00 35.00 0.19 19,175.00 13,550.00
Copper ($/ton) LME 6,941.00 151.00 2.22 7,970.00 5,420.00
Lead ($/ton) LME 1,914.00 49.00 2.63 2,615.00 1,580.00
Zinc ($/ton) LME 1,929.00 33.00 1.74 2,659.00 1,617.00
Nickel ($/ton) LME 19,870 555 2.87 27,590 15,910

Crude oil ($/bbl.) NYMEX 79.30 2.74 3.58 132.65 54.11
Heating oil ($/gal.) NYMEX 2.0895 0.0732 3.63 3.4065 1.4750
RBOB gasoline ($/gal.) NYMEX 2.1409 0.0760 3.68 2.4345 1.4265
Natural gas ($/mmBtu) NYMEX 4.632 0.132 2.93 10.810 4.140
Brent crude ($/bbl.) ICE-EU 77.82 2.45 3.25 108.50 59.80
Gas oil ($/ton) ICE-EU 659.25 16.25 2.52 760.25 572.00

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

Currencies London close on July 22
Per In

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

Argentina peso-a 5.0775 0.1969 3.9338 0.2542
Brazil real 2.2744 0.4397 1.7621 0.5675
Canada dollar 1.3408 0.7458 1.0388 0.9626

1-mo. forward 1.3413 0.7455 1.0392 0.9623
3-mos. forward 1.3426 0.7448 1.0401 0.9614
6-mos. forward 1.3449 0.7435 1.0420 0.9597

Chile peso 668.67 0.001496 518.05 0.001930
Colombia peso 2406.54 0.0004155 1864.45 0.0005364
Ecuador US dollar-f 1.2907 0.7747 1 1
Mexico peso-a 16.4704 0.0607 12.7603 0.0784
Peru sol 3.6412 0.2746 2.8210 0.3545
Uruguay peso-e 27.235 0.0367 21.100 0.0474
U.S. dollar 1.2907 0.7747 1 1
Venezuela bolivar 5.54 0.180397 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.4469 0.6911 1.1210 0.8921
China yuan 8.7510 0.1143 6.7798 0.1475
Hong Kong dollar 10.0340 0.0997 7.7738 0.1286
India rupee 60.8234 0.0164 47.1225 0.0212
Indonesia rupiah 11681 0.0000856 9050 0.0001105
Japan yen 112.43 0.008894 87.11 0.011480

1-mo. forward 112.39 0.008897 87.08 0.011484
3-mos. forward 112.30 0.008904 87.01 0.011493
6-mos. forward 112.15 0.008916 86.89 0.011509

Malaysia ringgit-c 4.1388 0.2416 3.2065 0.3119
New Zealand dollar 1.7821 0.5611 1.3806 0.7243
Pakistan rupee 110.424 0.0091 85.550 0.0117
Philippines peso 59.971 0.0167 46.463 0.0215
Singapore dollar 1.7725 0.5642 1.3732 0.7282
South Korea won 1554.00 0.0006435 1203.95 0.0008306
Taiwan dollar 41.498 0.02410 32.150 0.03110
Thailand baht 41.633 0.02402 32.255 0.03100

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

Euro zone euro 1 1 0.7747 1.2907
1-mo. forward 1.0000 1.0000 0.7748 1.2907
3-mos. forward 1.0002 0.9998 0.7749 1.2905
6-mos. forward 1.0006 0.9994 0.7752 1.2900

Czech Rep. koruna-b 25.184 0.0397 19.512 0.0513
Denmark krone 7.4518 0.1342 5.7733 0.1732
Hungary forint 284.28 0.003518 220.25 0.004540
Norway krone 7.9739 0.1254 6.1777 0.1619
Poland zloty 4.0917 0.2444 3.1700 0.3155
Russia ruble-d 39.164 0.02553 30.342 0.03296
Sweden krona 9.4445 0.1059 7.3171 0.1367
Switzerland franc 1.3454 0.7433 1.0424 0.9594

1-mo. forward 1.3449 0.7435 1.0420 0.9597
3-mos. forward 1.3438 0.7442 1.0411 0.9606
6-mos. forward 1.3419 0.7452 1.0396 0.9619

Turkey lira 1.9588 0.5105 1.5176 0.6589
U.K. pound 0.8460 1.1820 0.6555 1.5257

1-mo. forward 0.8461 1.1818 0.6555 1.5255
3-mos. forward 0.8463 1.1816 0.6557 1.5251
6-mos. forward 0.8467 1.1810 0.6560 1.5244

MIDDLE EAST/AFRICA
Bahrain dinar 0.4866 2.0550 0.3770 2.6526
Egypt pound-a 7.3599 0.1359 5.7020 0.1754
Israel shekel 4.9865 0.2005 3.8633 0.2588
Jordan dinar 0.9145 1.0935 0.7085 1.4114
Kuwait dinar 0.3722 2.6868 0.2884 3.4680
Lebanon pound 1945.81 0.0005139 1507.50 0.0006634
Saudi Arabia riyal 4.8409 0.2066 3.7505 0.2666
South Africa rand 9.6132 0.1040 7.4478 0.1343
United Arab dirham 4.7408 0.2109 3.6729 0.2723

SDR -f 0.8551 1.1694 0.6625 1.5094

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 600 254.37 5.13 2.06% 0.5% 15.7%

14 Stoxx Europe 50 2463.26 49.80 2.06 -4.5 9.5

27 Euro Zone Euro Stoxx 259.73 6.76 2.67 -5.5 8.9

14 Euro Stoxx 50 2714.21 74.69 2.83 -8.5 5.0

15 Austria ATX 2413.19 74.09 3.17 -3.3 10.8

8 Belgium Bel-20 2501.41 49.48 2.02 -0.4 16.8

11 Czech Republic PX 1169.8 9.5 0.82 4.7 22.2

22 Denmark OMX Copenhagen 381.14 4.31 1.14 20.7 32.8

15 Finland OMX Helsinki 6574.77 103.24 1.60 1.8 16.1

14 France CAC-40 3600.57 106.65 3.05 -8.5 6.7

12 Germany DAX 6142.15 151.77 2.53 3.1 17.1

... Hungary BUX 22277.18 -25.88 -0.12% 4.9 34.7

19 Ireland ISEQ 2937.59 64.48 2.24 -1.3 3.9

13 Italy FTSE MIB 20694.26 556.34 2.76 -11.0 2.2

18 Netherlands AEX 335.20 8.84 2.71 ... 21.4

10 Norway All-Shares 409.77 8.97 2.24 -2.5 17.9

17 Poland WIG 42158.92 595.00 1.43 5.4 25.7

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

12 Portugal PSI 20 7289.09 161.80 2.27 -13.9 -0.1

... Russia RTSI 1442.62 24.90 1.76% 1.1 47.8

10 Spain IBEX 35 10302.9 262.1 2.61 -13.7 -0.6

15 Sweden OMX Stockholm 330.32 6.57 2.03 10.3 23.8

14 Switzerland SMI 6194.18 61.52 1.00 -5.4 7.4

... Turkey ISE National 100 59919.48 424.81 0.71 13.4 54.0

12 U.K. FTSE 100 5313.81 99.17 1.90 -1.8 16.5

21 ASIA-PACIFIC DJ Asia-Pacific 119.32 -0.04 -0.03% -3.0 9.1

... Australia SPX/ASX 200 4374.65 -38.10 -0.86 -10.2 7.6

... China CBN 600 23234.06 290.66 1.27 -20.0 -19.1

15 Hong Kong Hang Seng 20589.70 102.47 0.50 -5.9 3.9

17 India Sensex 18113.15 135.92 0.76 3.7 18.9

... Japan Nikkei Stock Average 9220.88 -57.95 -0.62 -12.6 -5.8

... Singapore Straits Times 2955.67 29.58 1.01 2.0 18.9

11 South Korea Kospi 1735.53 -13.25 -0.76 3.1 16.0

17 AMERICAS DJ Americas 292.33 6.56 2.30 -1.4 14.0

... Brazil Bovespa 66182.87 1706.03 2.65 -3.5 21.6

16 Mexico IPC 32520.90 411.91 1.28 1.2 21.2

*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 1.1210 1.7102 1.0754 0.1532 0.0369 0.1815 0.0129 0.2902 1.4469 0.1942 1.0791 ...

Canada 1.0388 1.5848 0.9966 0.1420 0.0342 0.1682 0.0119 0.2689 1.3408 0.1799 ... 0.9267

Denmark 5.7733 8.8080 5.5387 0.7890 0.1903 0.9345 0.0663 1.4944 7.4518 ... 5.5576 5.1503

Euro 0.7747 1.1820 0.7433 0.1059 0.0255 0.1254 0.0089 0.2005 ... 0.1342 0.7458 0.6911

Israel 3.8633 5.8940 3.7063 0.5280 0.1273 0.6254 0.0444 ... 4.9865 0.6692 3.7190 3.4464

Japan 87.1050 132.8917 83.5660 11.9044 2.8708 14.0999 ... 22.5471 112.4308 15.0877 83.8516 77.7064

Norway 6.1777 9.4250 5.9267 0.8443 0.2036 ... 0.0709 1.5991 7.9739 1.0701 5.9470 5.5111

Russia 30.3420 46.2913 29.1092 4.1468 ... 4.9115 0.3483 7.8540 39.1639 5.2556 29.2087 27.0681

Sweden 7.3171 11.1633 7.0198 ... 0.2412 1.1844 0.0840 1.8940 9.4445 1.2674 7.0438 6.5275

Switzerland 1.0424 1.5903 ... 0.1425 0.0344 0.1687 0.0120 0.2698 1.3454 0.1805 1.0034 0.9299

U.K. 0.6555 ... 0.6288 0.0896 0.0216 0.1061 0.0075 0.1697 0.8460 0.1135 0.6310 0.5847

U.S. ... 1.5256 0.9594 0.1367 0.0330 0.1619 0.0115 0.2588 1.2907 0.1732 0.9626 0.8921

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of July 22, 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* 280.57 0.26% -6.3% 14.6%

2.70 16 World (Developed Markets) 1,088.38 0.47 -6.9 12.9

2.50 16 World ex-EMU 130.08 0.58 -4.8 14.6

2.50 16 World ex-UK 1,086.82 0.66 -6.6 12.9

3.20 16 EAFE 1,420.35 -0.35 -10.1 8.7

2.20 14 Emerging Markets (EM) 964.65 -1.14 -2.5 26.7

3.60 14 EUROPE 86.43 1.14 -2.1 20.4

3.80 14 EMU 148.35 -0.19 -17.8 3.4

3.50 15 Europe ex-UK 93.07 0.83 -3.7 18.9

4.90 11 Europe Value 92.72 1.02 -6.7 15.9

2.40 17 Europe Growth 78.08 1.25 2.5 24.7

2.40 19 Europe Small Cap 165.69 1.78 5.4 32.0

2.30 8 EM Europe 300.36 2.84 7.8 47.8

3.80 12 UK 1,545.30 1.44 -3.9 22.3

2.90 18 Nordic Countries 152.61 1.95 12.0 35.8

2.00 8 Russia 716.02 2.13 -4.1 30.9

2.40 20 South Africa 729.45 2.00 3.1 21.6

2.70 16 AC ASIA PACIFIC EX-JAPAN 398.02 -0.72 -4.4 22.9

1.90 26 Japan 514.57 -0.33 -9.5 -10.2

2.30 16 China 61.45 1.51 -5.2 11.5

1.00 19 India 727.83 0.65 2.9 27.9

1.30 11 Korea 495.12 0.97 3.0 29.5

2.80 23 Taiwan 273.15 -0.20 -7.7 16.5

2.00 17 US BROAD MARKET 1,193.31 1.35 -3.5 17.8

1.40 160 US Small Cap 1,666.12 1.67 -0.3 25.6

2.60 14 EM LATIN AMERICA 3,908.89 -0.65 -5.0 31.4

*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 2234.33 1.85% 11.1%

2.41 16 Global Dow 1331.90 1.38% 15.8% 1825.80 2.09 4.9

2.92 13 Global Titans 50 163.30 1.29 14.0 157.43 1.99 3.3

2.84 16 Europe TSM 2420.73 2.70 5.5

2.40 19 Developed Markets TSM 2156.12 1.90 9.8

2.26 10 Emerging Markets TSM 4107.98 1.44 22.9

3.25 24 Africa 50 848.30 1.00 19.5 694.92 1.70 8.2

2.61 13 BRIC 50 471.30 1.11 29.4 579.91 1.82 17.2

3.68 17 GCC 40 537.90 -0.71 6.4 440.64 -0.02 -3.6

2.03 19 U.S. TSM 11274.09 2.40 13.5

6.08 22 Kuwait Titans 30 -c 191.45 0.16 -13.1

1.71 RusIndex Titans 10 -c 3371.20 1.54 43.5 5472.68 1.93 26.6

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 640.80 0.89% 69.1% 720.66 0.79% 56.8%

5.68 15 Global Select Div -d 171.90 0.86 27.7 189.83 1.56 15.7

5.96 10 Asia/Pacific Select Div -d 256.96 0.16 9.5

4.43 14 U.S. Select Dividend -d 323.83 2.02 18.3

2.09 18 Islamic Market 1882.88 1.78 9.3

2.62 13 Islamic Market 100 1767.00 1.18 14.2 1951.89 1.88 3.4

3.48 12 Islamic Turkey -c 1560.50 0.99 42.8 3013.23 0.89 32.4

2.85 15 Sustainability 857.80 1.35 18.4 934.84 2.06 7.2

4.51 19 Brookfield Infrastructure 1654.50 0.75 30.6 2035.96 1.45 18.3

1.39 22 Luxury 1009.00 2.82 34.1 1104.13 3.54 21.4

3.15 10 UAE Select Index 227.66 0.49 -3.1

DJ-UBS Commodity 138.60 0.84 16.5 129.92 1.54 5.5

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

GLOBAL MARKETS LINEUP
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Obama’s trips to tout stimulus rise
President Barack Obama and top

officials are stepping up the pace of
their travel to promote the eco-
nomic stimulus package to skeptical
voters—particularly in states with
close mid-term election contests in
the fall.

The White House has announced
a total of 172 trips outside Washing-
ton, D.C., in which administration
officials have discussed the stimulus
package and its economic impact in
the year and a half since the pack-
age was signed.

That includes 49 trips between
June 1 and July 21, up from 31 in the
same period last year.

The increased activity comes as
Republicans are making an issue of
the administration’s spending on
selling the stimulus, with House Re-
publicans reviving an effort to block
funding for signs saying a project
was funded by the plan.

Under the banner of “Recovery
Summer,” the president has recently
made visits to Holland, Mich., Kan-
sas City, Mo., Las Vegas and Colum-
bus, Ohio.

Vice President Joe Biden, cabinet
secretaries and agency heads have
headed other trips this summer,
touring facilities which have re-
ceived stimulus money, joining in
ribbon-cutting and ground-breaking
ceremonies, and making speeches.

The president and vice-president
have also hosted fundraisers and
rallies for local Democratic candi-
dates before or after the official
stimulus events.

In all, administration officials
have made 70 stimulus-themed trips
to six states which have competitive
elections in November, and will be
pivotal in the 2012 Presidential cam-
paign: Ohio, Pennsylvania, Florida,
Michigan, California and Missouri.

The events are generally ignored
by the national press except when
they involve the president, but re-
ceive significant attention from lo-
cal media.

Ohio alone has had at least 18
visits from federal officials. Mr.
Obama has gone there four times to

talk about the stimulus —to Warren,
Youngstown, Elyria and Columbus.
Mr. Biden has traveled to the state
twice.

In a two-day period during June
last year, the labor secretary, inte-
rior secretary, commerce secretary,

Small Business Administration chief,
Environmental Protection Agency
administrator and White House auto
industry recovery director held six
stimulus-themed events in the state.

Ohio, Pennsylvania, Florida and
California have highly competitive

elections for both Senate and gover-
nor this fall, and key House seats to
defend. Obama administration offi-
cials have made four trips to the
Allentown, Pa. district where Demo-
crats see a chance to win a seat
from a sitting Republican congress-

man.
Other popular destinations for

stimulus events include Illinois, In-
diana and Colorado, where Demo-
crats are trying to hold on to Senate
seats and, in Illinois and Colorado,
the governor’s mansion as well.

“Administration officials have
visited over 40 states to survey Re-
covery Act progress since the pro-
gram was passed more than a year
ago and will continue to do so as
long as Recovery dollars are being
put to work,” said Liz Oxhorn, the
White House’s spokeswoman on the
stimulus plan.

The White House also says tthe
visited states were among the most
populous in the country. The admin-
istration has paid relatively few
trips to Texas, however, or to other
large southern states where the
stimulus plan is particularly unpop-
ular.

Presidential travel to promote
domestic policies is not new. The
president and vice-president are
also allowed to travel on military
aircraft to campaign rallies and
fundraisers, though there are re-
strictions on other federal officials
participating in overtly political
events.

Partisan sparring over travel
isn’t new, either. In 2006, Democrats
criticized President George W.
Bush’s and Vice President Dick
Cheney’s frequent travel in support
of Republican candidates. Rep.
Henry Waxman, then the top Demo-
crat on the House Oversight Com-
mittee, ordered a report prepared
on the issue.

That estimated the operating
costs of Air Force One at $56,518 an
hour, based on a study by the non-
partisan Government Accountability
Office.

The hourly cost of operating a
military aircraft for the vice-presi-
dent was estimated at $14,552. Top
federal officials usually travel by
commercial air-carrier.

Candidates’ campaigns reim-
burse the White House for a portion
of the travel costs when the presi-
dent or vice-president fly for an of-
ficial event and a political event.

BY LOUISE RADNOFSKY

President Obama visits V & M Star, a maker of seamless pipe for the oil and gas industry, in Youngstown, Ohio, in May.
The administration has concentrated stimulus-boosting trips in states with close mid-term elections.
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White House apologizes to fired worker
WASHINGTON—Capping a bi-

zarre sequence of events that has
captivated politicians and pundits
here, the White House apologized to
a former Agriculture Department
worker after she was fired over an
allegedly racist speech first publi-
cized by a conservative website.

The case of Shirley Sherrod, who
had been the USDA’s director for ru-
ral development in Georgia, high-
lighted the Obama administration’s
sensitivities to conservative political
accusations in a heated political
year. It also became the latest epi-
sode to show how a toxic political
atmosphere and a rapid-fire media
can quickly turn a minor event into
a media conflagration—in this case
consuming a previously unknown
official deep in the government’s
bureaucracy.

Agriculture Secretary Tom Vil-
sack, who made the decision to fire
Ms. Sherrod on Monday, offered “his
personal and profound apologies”
on Wednesday—and a new job.

The apology came after a review
of an allegedly racist speech Ms.

Sherrod delivered last year showed
it didn’t reflect racial bias against
whites but instead her view that
poverty, not race, is at the root of
rural problems.

“This is a good woman. She’s
been put through hell,” Mr. Vilsack
said of Ms. Sherrod.

The apology was echoed by
White House spokesman Robert
Gibbs, who said, “Ms. Sherrod is
owed an apology. I will do so on be-
half of this administration.”

Mr. Gibbs went on to blame the
media, factions on both sides of the
political divide and “members of
this administration” for overreact-
ing to a short, selectively chosen
snippet of Ms. Sherrod’s March
2009 speech that was posted by
conservative Internet activist An-
drew Breitbart.

In the clip, Ms. Sherrod re-
counted a 1986 incident in which a
white farmer had approached her
for help saving his farm from fore-
closure and she had handed him off
to a white lawyer rather than giving
his case her full attention.

In the full version of the speech,
she said she saw the poor farmer,

Roger Spooner, mistreated by his
lawyer, stepped in and worked dog-
gedly to save the Spooner farm. Mr.

Spooner backed up that version of
events and credited Ms. Sherrod
with saving his farm.

Mr. Breitbart and some other
conservative activists have argued
that the Obama administration is in-
sufficiently sensitive to bias against
white people, citing the recent fed-
eral lawsuit challenging Arizona’s
new immigration law, among other
instances.

After the NAACP last week ac-
cused elements of the tea-party
movement of racism, Mr. Breitbart
posted the snippet of the Sherrod
speech on his website, biggovern-
ment.com. It quickly made its way
around the Web.

Mr. Vilsack said Wednesday he
responded rashly after reading a
transcript of the Breitbart clip.

For the past 18 months, the
USDA has been consumed with set-
tling tens of thousands of discrimi-
nation suits against it. He said he
wanted to show it wouldn’t tolerate
discrimination in any form.

When Ms. Sherrod was fired
Monday, the White House expressed
support for the move. By Tuesday
night, however, the Obama adminis-

tration was demanding that Mr. Vil-
sack reconsider the decision. By
Wednesday, much of Washington
was begging forgiveness.

“Race has become infused in
American politics to a degree we
hoped would not happen with
Obama as president,” said Abigail
Thernstrom, a political conservative
and vice chairman of the U.S. Civil
Rights Commission.

The election of the first African
American president in 2008 initially
brought with it a surge of positive
feelings about race relations. Imme-
diately after, nearly half of white
voters and three-quarters of black
voters said they expected race rela-
tions to improve, according to the
Pew Research Center for the People
and the Press.

After Mr. Obama had spent a
year in office, Pew found that 54%
of blacks still believed the Obama
presidency had improved race rela-
tions. Only 32% of whites said that,
and 15% said it had made relations
worse.

Ms. Sherrod, meanwhile, said she
was considering Mr. Vilsack’s offer
of a new job.

BY JONATHAN WEISMAN

Former U.S. Agriculture Department
employee Shirley Sherrod received an
apology from the White House after
being fired for an allegedly racist
remark—later found to be not racist.

U.S. NEWS

Source: White House press office announcementsNote: In some cases, multiple cities were visited during a single trip

California 10

Ohio 18

Pennsylvania
13

Florida 10

North
Carolina 6

Maryland 6
Virginia 7

New York 7Michigan 10

Missouri
9

Indiana
7

States
with more
than five
visits

Number
of visits

1 5

Making the rounds
Where administration officials have visited in the 18 months since the stimulus plan was passed
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Major players � benchmarks
Below, a look at the Dow Jones Stoxx 50,
the biggest and best known companies in
Europe, including the U.K.

Credit derivatives
Spreads on credit derivatives are one way the market rates
creditworthiness. Regions that are treading in rough waters can see
spreads swing toward the maximum—and vice versa. Indexes below
are for five-year swaps.

Markit iTraxx Indexes SPREAD RANGE, in pct. pts.
Mid-spread, since most recent roll

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average

Europe: 13/1 1.15 99.32% 0.01% 1.42 0.75 1.08

Eur. High Volatility: 13/1 1.73 96.73 0.01 2.16 1.11 1.58

Europe Crossover: 13/2 5.22 99.14 0.05 5.88 5.12 5.46

Asia ex-Japan IG: 13/1 1.25 98.83 0.01 1.72 0.87 1.21

Japan: 13/1 1.29 98.62 0.01 1.76 0.85 1.24

Note: Data as of July 21

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

In percentage points
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Tracking
credit
markets �
dealmakers

Dow Jones Industrial Average P/E: 14
LAST: 10322.30 s 201.77, or 1.99%

YEAR TO DATE: t 105.75, or 1.0%

OVER 52 WEEKS s 1,253.01, or 13.8%

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

Previous
close, in STOCK PERFORMANCE

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

Societe Generale France Banks 5,309,459 37.97 5.08% -22.4% -8.3%

BNP Paribas France Banks 4,656,796 49.85 4.76 -10.8 0.0

Intesa Sanpaolo Italy Banks 105,380,496 2.43 4.75 -22.9 -3.2

ArcelorMittal France Iron & Steel 12,214,430 24.94 4.70 -22.5 -4.7

Barclays U.K. Banks 66,338,655 303.65 4.62 10.0 -2.3

Credit Suisse Group Switzerland Banks 8,540,275 43.80 -1.02% -14.5 -15.4

BP PLC U.K. Integrated Oil & Gas 42,001,872 400.00 0.03% -33.3 -21.7

Tesco U.K. Food Retailers & Wholesalers 19,701,390 399.20 0.36 -6.7 7.9

Nestle S.A. Switzerland Food Products 6,260,752 53.55 0.47 6.7 24.5

Roche Holding Switzerland Pharmaceuticals 5,202,409 138.40 1.02 -21.3 -13.2

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

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

ING Groep 27,605,060 6.97 4.23% 1.0% 9.8%
Netherlands (Life Insurance)
ABB Ltd. 16,925,223 20.48 4.22 5.4 14.9
Switzerland (Industrial Machinery)
Deutsche Bank 5,860,093 49.69 4.12 0.5 -1.9
Germany (Banks)
GDF Suez 5,529,801 25.26 3.89 -16.6 -5.2
France (Multiutilities)
AXA 6,718,789 13.22 3.77 -20.1 -6.2
France (Full Line Insurance)
Siemens 3,378,992 76.01 3.64 18.4 36.7
Germany (Diversified Industrials)
BASF SE 3,780,823 45.99 3.49 5.8 33.7
Germany (Commodity Chemicals)
Banco Bilbao Vizcaya Argentaria 34,578,940 9.75 3.42 -23.4 -2.5
Spain (Banks)
Banco Santander 55,393,229 9.98 3.22 -13.6 5.9
Spain (Banks)
Daimler AG 4,701,519 42.26 3.19 13.5 36.4
Germany (Automobiles)
UniCredit 354,461,481 2.05 3.12 -8.3 8.4
Italy (Banks)
Anglo American 6,516,863 2,478 2.84 -8.6 27.8
U.K. (General Mining)
L.M. Ericsson Telephone Series B 12,920,478 88.85 2.84 34.8 14.6
Sweden (Communications Technology)
Allianz SE 2,562,164 86.53 2.72 -0.7 21.5
Germany (Full Line Insurance)
France Telecom 11,907,240 14.98 2.67 -14.1 -9.5
France (Fixed Line Telecommunications)
HSBC Holdings 27,803,300 655.00 2.66 -7.6 14.3
U.K. (Banks)
Assicurazioni Generali 6,540,180 15.45 2.59 -17.9 -2.3
Italy (Full Line Insurance)
Nokia 70,443,569 7.17 2.58 -19.6 -24.0
Finland (Telecommunications Equipment)
BHP Billiton 8,554,219 1,965 2.40 -1.5 25.8
U.K. (General Mining)
Iberdrola 23,959,385 5.27 2.39 -20.9 -7.9
Spain (Conventional Electricity)

Latest,
in local STOCK PERFORMANCE

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

ENI 13,118,942 15.63 2.36% -12.2% -10.5%
Italy (Integrated Oil & Gas)
RWE AG 2,035,490 53.85 2.30 -20.8 -8.3
Germany (Multiutilities)
Deutsche Telekom 14,425,700 10.27 2.14 -0.2 20.0
Germany (Mobile Telecommunications)
Royal Dutch Shell A 4,921,320 21.64 2.08 2.6 18.3
U.K. (Integrated Oil & Gas)
Rio Tinto 5,724,129 3,315 2.06 -2.2 37.5
U.K. (General Mining)
UBS 11,156,885 15.51 2.04 -3.4 4.4
Switzerland (Banks)
Telefonica 22,258,513 16.56 2.03 -15.2 -2.3
Spain (Fixed Line Telecommunications)
E.ON AG 9,285,977 22.27 1.92 -23.8 -12.8
Germany (Multiutilities)
BG Group 5,415,236 1,073 1.75 -4.4 -0.2
U.K. (Integrated Oil & Gas)
Vodafone Group 135,539,098 149.05 1.71 3.7 27.5
U.K. (Mobile Telecommunications)
Diageo 2,688,067 1,127 1.62 4.0 23.2
U.K. (Distillers & Vintners)
Unilever 5,280,767 23.85 1.55 4.8 27.3
Netherlands (Food Products)
Total S.A. 6,787,593 38.04 1.55 -15.5 -5.8
France (Integrated Oil & Gas)
GlaxoSmithKline 6,229,914 1,204 1.48 -8.8 3.3
U.K. (Pharmaceuticals)
British American Tobacco 4,740,689 2,266 1.46 12.4 25.5
U.K. (Tobacco)
Sanofi-Aventis 3,995,614 47.53 1.40 -13.7 2.6
France (Pharmaceuticals)
Bayer AG 3,526,360 45.85 1.33 -18.1 11.9
Germany (Specialty Chemicals)
SAP AG 4,240,362 37.25 1.24 12.9 17.9
Germany (Software)
Astrazeneca 2,818,702 3,223 1.18 10.7 13.5
U.K. (Pharmaceuticals)
Novartis 5,023,913 51.80 1.07 -8.3 9.1
Switzerland (Pharmaceuticals)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 46.1 $25.52 0.60 2.41%
Alcoa AA 25.1 10.81 0.22 2.08
AmExpress AXP 9.8 43.20 2.05 4.98
BankAm BAC 178.1 13.65 0.29 2.17
Boeing BA 7.1 66.61 3.43 5.43
Caterpillar CAT 15.5 67.98 1.11 1.66
Chevron CVX 8.7 73.41 1.24 1.72
CiscoSys CSCO 57.3 23.27 0.71 3.15
CocaCola KO 9.6 54.23 0.15 0.28
Disney DIS 9.3 33.57 0.76 2.32
DuPont DD 6.6 37.72 1.16 3.17
ExxonMobil XOM 25.2 59.33 1.16 1.99
GenElec GE 60.9 15.20 0.36 2.43
HewlettPk HPQ 16.3 46.05 0.57 1.25
HomeDpt HD 25.4 28.22 0.75 2.73
Intel INTC 73.5 21.78 0.52 2.45
IBM IBM 6.3 127.45 2.18 1.74
JPMorgChas JPM 32.5 39.37 0.95 2.47
JohnsJohns JNJ 17.0 57.01 –0.11 –0.19
KftFoods KFT 5.8 29.27 0.43 1.49
McDonalds MCD 6.1 71.38 1.27 1.81
Merck MRK 14.6 35.18 –0.01 –0.03
Microsoft MSFT 67.5 25.84 0.72 2.87
Pfizer PFE 42.3 14.81 0.31 2.14
ProctGamb PG 12.1 61.33 0.22 0.36
3M MMM 6.8 84.70 2.40 2.92
TravelersCos TRV 6.5 49.25 –0.62 –1.24
UnitedTech UTX 4.7 69.50 2.47 3.68
Verizon VZ 21.5 26.99 0.47 1.76

WalMart WMT 11.2 50.84 0.49 0.97

Source: WSJ Market Data Group

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

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

Yesterday Yesterday Five-day 28-day

NXP 894 –41 –33 –181

Fiat 395 –33 –23 –64

Glencore Intl 396 –24 –18 –27

Kabel Deutschland 490 –22 –3 –34

Sol Melia 724 –21 –2 –9

Brit Awys 519 –20 –4 –71

TUI AG 745 –20 8 –80

Peugeot 324 –18 –3 3

Unitymedia 606 –17 –8 –41

DSG Intl 540 –17 –27 –23

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Utd Utils 101 2 6 11

KBC Bk 131 2 2 6

Bca Pop di Milano Soc 136 2 1 –2

Metso 153 2 9 11

Roche Hldg 54 2 2 5

Utd Utils Wtr 97 3 5 6

Securitas AB 84 3 6 8

TNT 89 3 7 6

Wolters Kluwer 62 4 5 4

Societe Air France 461 7 29 –18

Source: Markit Group

BLUE CHIPS � BONDS

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

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

Behind global deals: Bank revenues from equity capital markets

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

Source: Dealogic
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Petraeus sharpens Afghan strategy
WASHINGTON—Gen. David Pe-

traeus plans to ramp up the U.S.
military’s troop-intensive strategy in
Afghanistan, according to some se-
nior military officials, who have
concluded that setbacks in the war
effort this year weren’t the result of
the strategy, but of flaws in how it
has been implemented.

The officials said Gen. Petraeus,
who took over as allied commander
in Afghanistan this month and is
conducting a review of the war, in-
tends to draw on many of the same
tactics he implemented to turn
around the war in Iraq—and which
his predecessor, Gen. Stanley Mc-
Chrystal, introduced in Afghanistan.

But the officials said Gen. Mc-
Chrystal put too much attention on
hunting down Taliban leaders, at
the expense of the U.S. counterin-
surgency strategy, which focuses on
protecting civilians and bolstering
popular support for the govern-
ment. Supporters of Gen. McChrys-
tal dispute that assessment, dis-
missing any notion there were flaws
in how he fought the war.

Gen. Petraeus’s determination to
intensify a strategy focused on driv-
ing a wedge between the Taliban
and the Afghan people could be
tricky to pull off, given the mount-

ing political pressure in the U.S. to
show results in the nearly nine-year
war, and to begin drawing down
troops next year.

Gen. McChrystal was fired last
month by President Barack Obama
after the general and his staff made
disparaging comments about senior
civilian officials in a magazine arti-
cle. When announcing the change in
command, Mr. Obama praised Gen.
McChrystal’s work and said the ap-
pointment of Gen. Petraeus, who
wrote the army manual on counter-
insurgency, would guarantee that
the strategy would continue unin-
terrupted.

Gen. Petraeus is expected to
make several more moves to retool
the strategy, according to people fa-
miliar with the situation. They are
expected to include a greater focus
on how Afghanistan’s security forces
are being trained and how to make
the Afghan people feel safe, they
said, without offering details.

Under Gen. Petraeus, the coming
offensive in the southern city of
Kandahar will remain the primary
effort for international forces, mili-
tary officials said. But he is also ex-
pected to highlight other operations
that are showing success, particu-
larly the campaign against the
Haqqani terror network in eastern
Afghanistan.

Some in the White House advo-
cate a pared-down approach that re-
quires fewer troops and greater em-
phasis on drone attacks on
insurgent leaders. These officials
would like to see an accelerated
withdrawal of U.S. troops.

During the Iraq surge, Gen. Pe-
traeus proved adept at parrying
suggestions for a rapid withdrawal
and won time to show his strategy
could work. He is again under pres-
sure to show quick progress. When
the Obama administration commit-
ted earlier this year to a 30,000-
troop surge to underpin the coun-
terinsurgency strategy, it said it
would review the effort in Decem-
ber—a tight timeline that included a
July 2011 date for the beginning of
troop withdrawals.

Gen. Petraeus may have less
time. Officials say he is under pres-
sure to demonstrate results ahead
of a North Atlantic Treaty Organiza-
tion conference in Portugal in No-
vember. Gen. Petraeus declined to
comment.

Gen. Petraeus has notched some
early successes, including Afghan
President Hamid Karzai’s endorse-
ment of a plan to establish local vil-
lage defense forces—an initiative he
had long opposed, fearing such initi-
atives would create militias outside
of his control.

Supporters of Gen. McChrystal
point out that the groundwork for
the initiative was laid by Gen. Mc-
Chrystal.

Gen. Petraeus has called on some
of the outside advisers who helped
him develop the surge strategy in
Iraq to make recommendations on a
renewed campaign in Afghanistan,
according to military officials. Those
advisers include Stephen Biddle, a
national-security expert at the
Council on Foreign Relations; Fred-
erick Kagan of the American Enter-
prise Institute in Washington; and
Kimberly Kagan, who heads the In-
stitute for the Study of War in
Washington.

People close to Gen. Petraeus
said he is unlikely to try to persuade
the Obama administration to back
off its promise to begin drawing
down troops in July 2011. But they
do expect him to privately push for
troops to be removed slowly, along
a timetable that keeps a large force
in Afghanistan.

“I think Gen. Petraeus will talk
again about putting more time on
the Washington clock,” said Peter
Mansoor, who served as Gen. Petra-
eus’s executive officer in Iraq and is
now a professor at the Ohio State
University. “I think we have more
time than we think in Afghanistan.”

An effective counterinsurgency

strategy can take years, and it re-
mains unclear whether Gen. Petra-
eus’ approach will work in Afghani-
stan, where volatile tribal politics, a
lack of infrastructure and rudimen-
tary local security forces pose sig-
nificant challenges.

Under Gen. McChrystal, much of
the public attention this year was
on the operation in Marjah, the first
major offensive of the surge, where
officials promised they would de-
liver a “government-in-a-box.” But
months after American forces re-
took the center of Marjah, the U.S.
has struggled to help the Afghan
government deliver services because
of problems with security and with
the government’s effectiveness.

Some government officials and
military analysts view the emphasis
placed on Marjah as a strategic mis-
take. Rather than demonstrating the
reach of the Afghan government, it
showed the limits, they say.

“Marjah is not critical terrain; it
is not a key population center,” said
Jeffrey Dressler, an analyst at the
Institute for the Study of War. “You
had to clear Marjah out, but it was
not the place to implement a dis-
trict governance plan.”

Supporters of Gen. McChrystal
argue it is too early to judge the
success of how he implemented the
counterinsurgency strategy.

BY JULIAN E. BARNES

Gen. David Petraeus, here at a police training center in Kandahar, Afghanistan, earlier this week, is expected to make several more moves to retool the counterinsurgency strategy.

U.S. moves to stem Afghan financial woes
KABUL—U.S. and Afghan author-

ities are setting up a joint task force
to monitor the billions of dollars in
cash flown out of Afghanistan every
year, officials said, as the U.S. an-
nounced debt relief for the war-rav-
aged country.

U.S. and Afghan officials say they
believe at least some of the money
leaving the country comes from cor-
ruption and opium trafficking. Af-
ghanistan’s Finance Ministry and

border police will contribute to the
task force, working with officials
from the U.S. Treasury Department
and other agencies, said U.S. Ambas-
sador Karl Eikenberry.

Parts of the plan have already
been implemented, such as stepped-
up monitoring of cash leaving
Kabul’s airport. The full effort
should be in place in the coming
months, Mr. Eikenberry said.

Afghan and U.S. officials esti-
mate that as much as $3.65 billion a
year—equal to a tenth of Afghani-

stan’s gross domestic product—is
being loaded onto commercial
flights in Kabul and flown out of the
country. Much of the money is de-
clared and legal to move and des-
tined for Dubai. But “we don’t have
a clear understanding of the compo-
nents of the cash leaving the coun-
try,” he said.

The scope of the money flow,
first reported last month by The
Wall Street Journal, has prompted
U.S. and Afghan officials to investi-
gate whether aid and reconstruction

money is being diverted. Officials
also say they believe some of the
money is proceeds from the opium
trade and Taliban cash from extor-
tion and drug trafficking.

The effort to clamp down on the
money flow is seen as vital to a war
effort that is now focused on build-
ing the credibility of the Afghan
government.

“We need to investigate whose
money it is and whether it is legal,”
said Afghan Finance Minister Omar
Zakhilwal.

The U.S., meanwhile, has for-
given $108 million of Afghanistan’s
debt, Mr. Eikenberry said. The sum
is the U.S. share of $11 billion in Af-
ghan foreign debt, or about 96% of
the country’s total, that nations
have pledged to forgive.

Afghanistan qualified for debt
relief after undertaking financial
and regulatory overhauls.

The money saved is to be used
for government services, such as ed-
ucation and health care, the Afghan
finance minister said.

BY MARIA ABI-HABIB

U.S. NEWS

Agence France-Presse/Getty Images
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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 07/21 EUR 7.00 -10.7 3.8 -10.5
Andfs. Franca EU EQ AND 07/21 EUR 8.60 -11.7 3.2 -10.9
Andfs. Japo JP EQ AND 07/21 JPY 457.70 -10.5 -3.8 -15.3
Andfs. Plus Dollars US BA AND 07/21 USD 9.30 -1.5 7.0 -3.9
Andfs. RF Dolars US BD AND 07/21 USD 11.74 2.6 9.2 1.9
Andfs. RF Euros EU BD AND 07/21 EUR 10.94 1.1 7.9 2.3
Andorfons EU BD AND 07/21 EUR 14.57 0.5 8.7 1.8
Andorfons Alternative Premium GL EQ AND 05/31 EUR 101.35 2.4 7.4 -6.1
Andorfons Mix 30 EU BA AND 07/21 EUR 9.43 -1.4 9.6 -4.9
Andorfons Mix 60 EU BA AND 07/21 EUR 8.85 -4.5 8.0 -11.0

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 07/16 USD 317969.55 15.8 67.3 17.1

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 07/22 EUR 8.91 0.6 -0.2 -3.2
DJE-Absolut P GL EQ LUX 07/22 EUR 204.95 0.1 13.4 -4.3
DJE-Alpha Glbl P EU BA LUX 07/22 EUR 171.70 -3.6 7.8 -4.2
DJE-Div& Substanz P EU EQ LUX 07/22 EUR 217.27 1.0 15.6 0.2
DJE-Gold&Resourc P OT EQ LUX 07/22 EUR 184.91 8.6 28.2 0.0
DJE-Renten Glbl P EU BD LUX 07/22 EUR 135.69 3.9 7.9 6.2
LuxPro-Dragon I AS EQ LUX 07/20 EUR 144.57 -8.5 5.0 7.6
LuxPro-Dragon P AS EQ LUX 07/20 EUR 140.29 -8.8 4.4 7.0
LuxTopic-Aktien Europa EU EQ LUX 07/22 EUR 16.77 -5.3 10.1 1.4
LuxTopic-Pacific AS EQ LUX 07/22 EUR 18.49 12.9 36.9 3.6

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 07/21 EUR 20.97 -13.8 -11.9 -34.4
MP-TURKEY.SI OT OT SVN 07/21 EUR 42.25 21.7 58.5 10.7

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 07/21 EUR 14.58 9.1 24.3 2.5

Parex Eastern Europ Bd EU BD LVA 07/21 USD 16.45 12.4 29.9 7.7
Parex Russian Eq EE EQ LVA 07/21 USD 20.67 5.9 38.9 -15.5

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 07/21 EUR 128.12 5.7 33.0 NS
Pictet-Asian Eq ExJpn-I USD AS EQ LUX 07/22 USD 166.44 -5.1 13.3 -4.7
Pictet-Asian Eq ExJpn-P USD AS EQ LUX 07/22 USD 157.66 -5.5 12.3 -5.5
Pictet-Biotech-P USD OT EQ LUX 07/21 USD 241.01 -14.8 -11.9 -18.3
Pictet-CHF Liquidity-P CH MM LUX 07/21 CHF 124.12 -0.1 0.0 0.3
Pictet-CHF Liquidity-P dy CH MM LUX 07/21 CHF 93.33 -0.1 0.0 0.3
Pictet-Conv. Bonds-P EUR EU BD LUX 07/21 EUR 100.04 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 07/21 USD 118.03 1.0 17.9 4.1
Pictet-Eastern Europe-P EUR EU EQ LUX 07/21 EUR 354.27 12.7 57.0 -4.4
Pictet-Emerging Markets-P USD GL EQ LUX 07/22 USD 504.59 -5.4 18.1 -8.8
Pictet-Eu Equities Sel-P EUR EU EQ LUX 07/21 EUR 407.82 0.0 18.3 -5.3
Pictet-EUR Bonds-P EU BD LUX 07/21 EUR 399.69 4.0 6.4 6.5
Pictet-EUR Bonds-Pdy EU BD LUX 07/21 EUR 293.09 4.0 6.4 6.5
Pictet-EUR Corporate Bonds-P EU BD LUX 07/21 EUR 152.48 3.1 9.9 9.3
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 07/21 EUR 103.37 3.1 9.9 9.3
Pictet-EUR High Yield-P EU BD LUX 07/21 EUR 155.88 6.6 28.2 9.2
Pictet-EUR High Yield-Pdy EU BD LUX 07/21 EUR 85.44 6.6 28.2 9.2
Pictet-EUR Liquidity-P EU MM LUX 07/21 EUR 136.09 0.1 0.3 1.3
Pictet-EUR Liquidity-Pdy EU MM LUX 07/21 EUR 96.75 0.1 0.3 1.3
Pictet-EUR Sovereign Liq-P EU MM LUX 07/21 EUR 102.40 0.0 0.0 1.0
Pictet-EUR Sovereign Liq-Pdy EU MM LUX 07/21 EUR 99.92 0.0 0.0 1.0
Pictet-Europe Index-P EUR EU EQ LUX 07/21 EUR 101.33 0.3 18.6 -3.2
Pictet-European Sust Eq-P EUR EU EQ LUX 07/21 EUR 134.76 1.3 19.7 -2.7
Pictet-Glo Emerging Debt-P USD GL BD LUX 07/21 USD 258.54 6.3 17.3 13.9
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 07/21 USD 167.91 6.3 17.2 13.9
Pictet-Greater China-P USD AS EQ LUX 07/22 USD 327.87 -6.6 6.7 -1.0
Pictet-Indian Equities-P USD EA EQ LUX 07/22 USD 375.30 4.1 29.8 8.2
Pictet-Japan Index-P JPY JP EQ LUX 07/22 JPY 8064.95 -9.2 -7.1 -19.4
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 07/22 JPY 4070.16 -7.8 -4.8 -17.8
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 07/22 JPY 7005.28 -9.6 -7.5 -22.4
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 07/22 JPY 6770.54 -9.9 -8.1 -22.9
Pictet-MENA-P USD OT OT LUX 07/21 USD 45.98 2.5 NS NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 07/22 USD 254.10 -7.0 19.1 -4.1
Pictet-Piclife-P CHF CH BA LUX 07/21 CHF 775.06 -2.0 5.6 0.4
Pictet-Premium Brands-P EUR OT EQ LUX 07/21 EUR 75.03 14.8 44.4 13.6
Pictet-Russian Equities-P USD EE EQ LUX 07/21 USD 64.33 -0.1 50.5 -15.4
Pictet-Security-P USD GL EQ LUX 07/21 USD 102.08 2.5 19.1 4.7
Pictet-Small Cap Europe-P EUR EU EQ LUX 07/21 EUR 479.43 5.9 25.5 -2.6
Pictet-Timber-P USD GL EQ LUX 07/21 USD 102.80 -3.5 25.0 NS
Pictet-USA Index-P USD US EQ LUX 07/21 USD 87.41 -3.6 13.2 -6.6
Pictet-USD Government Bonds-P US BD LUX 07/21 USD 539.65 6.3 6.3 6.4
Pictet-USD Government Bonds-Pdy US BD LUX 07/21 USD 385.86 6.3 6.3 6.4
Pictet-USD Liquidity-P US MM LUX 07/21 USD 131.07 0.0 0.1 0.7
Pictet-USD Liquidity-Pdy US MM LUX 07/21 USD 84.87 0.0 0.1 0.7
Pictet-USD Sovereign Liq-P US MM LUX 07/21 USD 101.57 0.0 0.0 0.7
Pictet-USD Sovereign Liq-Pdy US MM LUX 07/21 USD 100.07 0.0 0.0 0.7
Pictet-Water-P EUR GL EQ LUX 07/21 EUR 132.88 7.2 20.1 1.5
Pictet-World Gvt Bonds-P USD EU BD LUX 07/22 USD 168.18 1.9 3.7 4.6
Pictet-World Gvt Bonds-Pdy USD EU BD LUX 07/22 USD 136.38 1.9 3.7 4.6

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 07/21 USD 13.78 2.5 23.6 6.1
Japan Fund USD JP EQ IRL 07/22 USD 15.88 -0.1 -0.5 1.3
Polar Healthcare Class I USD OT EQ IRL 07/21 USD 11.81 -8.7 6.5 NS
Polar Healthcare Class R USD OT EQ IRL 07/21 USD 11.76 -8.9 6.0 NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 06/30 USD 107.24 10.8 12.5 12.2

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

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund GL EQ BMU 07/14 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 07/21 EUR 651.46 -7.9 9.8 -8.6
CORE EUROZONE EQ B EU EQ IRL 07/21 EUR 782.06 -6.0 11.2 -7.0
EURO FIXED INCOME A EU BD IRL 07/21 EUR 1320.61 6.1 12.7 5.3
EURO FIXED INCOME B EU BD IRL 07/21 EUR 1414.80 6.5 13.4 5.9
EUROPEAN SMALL CAP A EU EQ IRL 07/21 EUR 1266.20 5.4 27.2 -3.9
EUROPEAN SMALL CAP B EU EQ IRL 07/21 EUR 1360.82 5.8 28.0 -3.4
EUROZONE AGG A EUR EU EQ IRL 07/21 EUR 653.63 -0.3 19.5 -5.3
EUROZONE AGG B EUR EU EQ IRL 07/21 EUR 942.46 0.0 20.2 -4.7
GLB REAL EST SEC A OT EQ IRL 07/21 USD 885.95 -1.2 24.3 -11.0
GLB REAL EST SEC B OT EQ IRL 07/21 USD 916.42 -0.9 25.0 -10.5
GLB REAL EST SEC EH A OT EQ IRL 07/21 EUR 796.48 -1.0 22.4 -11.0
GLB REAL EST SEC SH B OT EQ IRL 07/21 GBP 75.30 -0.6 23.6 -11.1
GLB STRAT YIELD A EU BD IRL 07/21 EUR 1712.30 6.5 24.9 8.6
GLB STRAT YIELD B EU BD IRL 07/21 EUR 1838.32 6.9 25.6 9.2
GLOBAL BOND A EU BD IRL 07/21 EUR 1284.93 16.3 23.7 17.1
GLOBAL BOND B EU BD IRL 07/21 EUR 1373.01 16.7 24.5 17.8
GLOBAL BOND EH A GL BD IRL 07/21 EUR 1476.32 7.3 14.2 8.5
GLOBAL BOND EH B GL BD IRL 07/21 EUR 1572.20 7.7 14.9 9.2
JAPAN EQUITY A JP EQ IRL 07/21 JPY 10543.57 -9.4 -8.7 -17.6
JAPAN EQUITY B JP EQ IRL 07/21 JPY 11275.31 -9.1 -8.1 -17.1
PAC BASIN (X JPN) A AS EQ IRL 07/21 USD 2203.62 -3.6 18.8 1.5
PAC BASIN (X JPN) B AS EQ IRL 07/21 USD 2359.59 -3.3 19.5 2.1
PAN EUROPEAN EQUITY A EU EQ IRL 07/21 EUR 965.70 0.3 20.1 -4.5
PAN EUROPEAN EQUITY B EU EQ IRL 07/21 EUR 1032.74 0.6 20.8 -3.9
US EQUITY A US EQ IRL 07/21 USD 831.45 -4.7 11.8 -8.3
US EQUITY B US EQ IRL 07/21 USD 893.14 -4.4 12.5 -7.8
US SMALL CAP EQUITY A US EQ IRL 07/21 USD 1276.78 -0.9 17.8 -7.6
US SMALL CAP EQUITY B US EQ IRL 07/21 USD 1372.39 -0.6 18.5 -7.1

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A EU BD LUX 07/21 EUR 31.33 5.7 9.9 1.0
Bonds Eur Corp A EU BD LUX 07/20 EUR 23.41 1.3 5.6 5.4
Bonds Eur Hi Yld A EU BD LUX 07/20 EUR 21.56 4.7 21.5 6.7
Bonds EURO A EU BD LUX 07/21 EUR 42.26 3.0 4.9 7.7
Bonds Europe A EU BD LUX 07/21 EUR 40.48 3.5 5.2 7.4
Bonds US MtgBkSec A US BD LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A GL BD LUX 07/20 USD 42.58 1.4 4.5 4.3
Eq. AsiaPac Dual Strategies A AS EQ LUX 07/21 USD 9.66 -7.4 13.1 -4.1
Eq. China A AS EQ LUX 07/21 USD 21.63 -10.4 1.8 -1.7
Eq. Concentrated Euroland A EU EQ LUX 07/21 EUR 82.37 -11.4 0.1 -13.6
Eq. ConcentratedEuropeA EU EQ LUX 07/21 EUR 26.70 -1.1 15.2 -7.7
Eq. Emerging Europe A EU EQ LUX 07/21 EUR 26.25 11.5 50.0 -12.7
Eq. Equities Global Energy OT EQ LUX 07/21 USD 15.36 -15.3 -2.7 -23.2
Eq. Euroland A EU EQ LUX 07/21 EUR 9.91 -8.5 6.3 -12.7
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 07/21 EUR 142.53 1.0 20.2 -4.1
Eq. EurolandCyclclsA OT EQ LUX 07/21 EUR 17.82 0.1 15.8 -6.3
Eq. EurolandFinancialA OT EQ LUX 07/21 EUR 9.74 -13.9 -0.1 -16.0
Eq. Glbl Emg Cty A GL EQ LUX 07/21 USD 8.60 -11.1 2.7 -12.4
Eq. Global A GL EQ LUX 07/21 USD 25.96 -6.8 10.4 -8.6
Eq. Global Resources A GL EQ LUX 07/21 USD 104.09 -4.7 14.9 -13.7

Eq. Gold Mines A OT EQ LUX 07/21 USD 31.29 3.3 21.9 1.8
Eq. India A EA EQ LUX 07/21 USD 132.31 1.2 21.5 9.1
Eq. Japan CoreAlpha A JP EQ LUX 07/21 JPY 6961.80 -4.0 -6.3 -10.1
Eq. Japan Sm Cap A JP EQ LUX 07/21 JPY 995.28 -6.9 -7.2 -10.6
Eq. Japan Target A JP EQ LUX 07/22 JPY 1576.46 -3.7 -9.9 -9.2
Eq. Latin America A GL EQ LUX 07/21 USD 109.40 -5.9 26.4 -10.5
Eq. US ConcenCore A US EQ LUX 07/21 USD 21.21 -6.1 11.0 -4.0
Eq. US Focused A US EQ LUX 07/21 USD 14.86 -6.3 5.7 -18.7
Eq. US Lg Cap Gr A US EQ LUX 07/21 USD 14.13 -7.4 8.2 -13.2
Eq. US Mid Cap A US EQ LUX 07/21 USD 30.53 2.2 24.6 -4.7
Eq. US Multi Strg A US EQ LUX 07/20 USD 20.55 -3.4 13.1 -10.5
Eq. US Rel Val A US EQ LUX 07/21 USD 19.53 -5.2 11.4 -10.6
Eq. US Sm Cap Val A US EQ LUX 07/21 USD 15.29 -4.1 12.0 -15.6
Money Market EURO A EU MM LUX 07/20 EUR 27.45 0.2 0.4 1.6
Money Market USD A US MM LUX 07/21 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 07/22 JPY 8276.00 -12.5 -6.3 -20.3
YMR-N Small Cap Fund JP EQ IRL 07/22 JPY 6063.00 -13.5 -12.1 -18.2

n Yuki 77 Series
Yuki 77 General JP EQ IRL 07/22 JPY 5132.00 -16.6 -15.9 -25.9

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 07/22 JPY 5877.00 -13.9 -9.5 -21.7
Yuki Chugoku JpnLowP JP EQ IRL 07/22 JPY 7148.00 -5.2 -12.5 -19.4

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 07/22 JPY 3947.00 -15.5 -13.1 -26.9
Yuki Hokuyo Jpn Inc JP EQ IRL 07/22 JPY 4706.00 -10.3 -10.7 -20.9
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 07/22 JPY 4396.00 -13.9 -13.5 -17.8

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III JP EQ IRL 07/22 JPY 3734.00 -15.5 -13.1 -28.6
Yuki Mizuho Jpn Dyn Gro JP EQ IRL 07/22 JPY 3992.00 -14.4 -13.2 -28.6
Yuki Mizuho Jpn Exc 100 JP EQ IRL 07/22 JPY 5857.00 -16.0 -10.3 -23.7
Yuki Mizuho Jpn Gen JP EQ IRL 07/22 JPY 7570.00 -12.1 -9.3 -21.4
Yuki Mizuho Jpn Gro JP EQ IRL 07/22 JPY 5564.00 -12.5 -12.8 -22.4
Yuki Mizuho Jpn Inc JP EQ IRL 07/22 JPY 6989.00 -8.4 -8.4 -22.4
Yuki Mizuho Jpn Lg Cap JP EQ IRL 07/22 JPY 4450.00 -14.2 -11.3 -23.5
Yuki Mizuho Jpn LowP JP EQ IRL 07/22 JPY 10380.00 -10.2 -12.5 -17.0
Yuki Mizuho Jpn PGth JP EQ IRL 07/22 JPY 6611.00 -16.9 -16.8 -26.3
Yuki Mizuho Jpn SmCp JP EQ IRL 07/22 JPY 6312.00 -11.6 -9.7 -16.6
Yuki Mizuho Jpn Val Sel AS EQ IRL 07/22 JPY 5026.00 -11.0 -11.1 -20.4
Yuki Mizuho Jpn YoungCo AS EQ IRL 07/22 JPY 2415.00 -11.4 -14.9 -22.0

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 07/22 JPY 4771.00 -12.0 -9.4 -22.4
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MARKETS

Dell to pay
$100 million
to settle probe

Computer maker Dell Inc. has
agreed to pay $100 million to settle
accounting charges by the Securities
and Exchange Commission, a person
familiar with the matter said Thurs-
day.

Under the settlement, Dell
founder and Chief Executive Michael
Dell agreed to pay $4 million to set-
tle disclosure-related allegations,
this person said.

The settlement also includes
payments by former Dell Chief Exec-
utive Kevin Rollins and former Dell
finance chief James Schneider, the
person said.

Dell’s accounting practices have
been under investigation by the SEC
since 2005. In 2007, the Round
Rock, Texas, company restated four
years of results after an internal in-
vestigation prompted by the SEC
probe.

Last month, Dell said that it and
Mr. Dell were in talks with the SEC
to settle civil allegations that they
violated securities laws in connec-
tion with Dell’s dealings with Intel
Corp., a longtime supplier of micro-
processor chips.

At issue, people familiar with the
situation said at the time, was
whether Dell should have disclosed
rebates it received from Intel to in-
vestors.

Dell had said it would take a
$100 million reserve to cover ex-
pected costs of settling the case.

BY KARA SCANNELL

U.S. and European stocks jump
on economic and housing data

European and U.S. stocks fin-
ished sharply higher Thursday, with
investors setting aside fears regard-
ing Friday’s bank stress-test results
and embracing stronger-than-ex-
pected economic data from both the
euro zone and the U.S.

The pan-European Stoxx 600 in-
dex advanced 5.13 points, or 2.1%, to
254.37. The Dow Jones Industrial
Average added 201.77 points, or 2%,
to 10322.30.

The euro zone’s composite pur-
chasing-managers index rose to 56.7
in July from 56.0 in June, instead of
falling to 55.2 as expected. In addi-
tion, euro-zone industrial orders
rose 3.8% in May. That beat consen-
sus expectations for the orders to
remain unchanged after a revised
0.6% increase in April.

Adding to the positive tone in
Europe, data from the U.S. showed
sales of existing homes slid in
June—but not nearly as sharply as
had been feared. The second
monthly decline stemmed in large
part from the expiration earlier this
year of a government tax credit
aimed at boosting the housing mar-
ket. And the index of leading eco-
nomic indicators fell 0.2% in June,
better than an expected 0.3% drop,
the Conference Board said Thursday.

Meanwhile, companies such as
Caterpillar, United Parcel Service

and 3M posted strong revenue
growth and guidance.

3M jumped 2.8% after the manu-
facturing giant posted a 43% jump
in second-quarter earnings.

Caterpillar climbed 1.6% after the
industrial firm posted a 91% surge
in quarterly profit and boosted its
full-year earnings outlook.

UPS jumped 5.5% after the ship-
ping concern posted a 90% surge in
second-quarter profit on higher
package volume, revenue growth
and substantial margin
improvement.

“The real test…is whether shares
can build on the recent gains to
push higher still and finally shake
off the wary attitude investors have
had for some time,” said Yusuf Heu-
sen, senior sales trader at IG Index.

The U.K.’s FTSE 100 index added
1.9% to 5313.81, France’s CAC-40 in-
dex ended up 3% at 3600.57 and
Germany’s DAX rose 2.5% to 6142.15.

Banks with large exposure to pe-
ripheral European sovereign debt
were notably higher Thursday, with
BNP Paribas shares surging 4.8%
and Credit Agricole up 5.6%. The
pan-European Stoxx 600 Europe
banks index closed 3.1% higher at
211.13.

Earlier, Asian shares were mostly
lower Thursday as investors were
worried by U.S. Federal Reserve
Chairman Ben Bernanke’s dour as-
sessment of the U.S. economic out-
look on Wednesday.

Japan’s Nikkei Stock Average was
0.6% lower, South Korea’s Kospi
Composite was down 0.8%, and
China’s Shanghai Composite Index
was up 1.1%. Hong Kong’s Hang Seng
Index rose 0.5%.

The euro continued its recent
surge, with the single currency at
$1.2883 late in Europe, up from the
New York level Wednesday of
$1.2768. Light, sweet crude oil for
September delivery was up $2.74 at
$79.30 on the New York Mercantile
Exchange. Gold for July delivery
gained $3.90 a troy ounce, or 0.33%,
to $1,195.50 on the Comex division
of Nymex.

In major market action: EADS
shares rallied 5.9% after its Airbus
plane-making unit lifted its full-year
order target to more than 400 from
about 300 after greater-than-ex-
pected demand at a commercial air
show.

Greek banks also advanced, with
U.S.-listed shares of National Bank
of Greece trading up 6%. Earlier in
the week, the Greek finance minister
said Greek banks would pass the
stress tests. The ASE Composite
stock index in Athens gained 2.7%.

In the car sector, shares of
Daimler jumped 3.2%, and Renault
rose 3.3%.

Earnings-related gainers in Eu-
rope included handset giant Nokia,
whose shares gained 2.6%. Exclud-
ing one-time items, the company
earned 11 European cents a share, in
line with consensus estimates.

Swiss power and automation
firm ABB rose 4.2% after it reported
second-quarter net profit that beat
analyst forecasts.

Roche Holding shares ended up
1% after the Swiss drug maker re-
ported an 8% rise in adjusted first-
half net income and confirmed its
full-year outlook for 2010.

On the downside, Swiss ag-
richemicals maker Syngenta ended
down 5.2% after its first-half net
profit dropped 11% to $1.25 billion.

Credit Suisse, the first major
European bank to report second-
quarter earnings, declined 1%. The
firm reported a small, but unex-
pected, rise in second-quarter profit
as its bottom line was bolstered by
one-off gains.

—Sarah Turner
contributed to this article.

BY ISHAQ SIDDIQI

For a day, at least, markets
set aside worries over the
results of bank stress tests in
favor of bullish data on
purchasing in the euro zone
and housing in the U.S.
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Ex-Kyrgyz leader’s
brother is arrested

Kyrgyzstan’s Interior Ministry
said Thursday it had detained one of
ousted President Kurmanbek Baki-
yev’s brothers, suspected of involve-
ment in recent deadly unrest in the
country’s south.

Akhmatbek Bakiyev, 50 years old,
nicknamed the “shadow governor”
of Jalal-Abad province, the Bakiyevs’
stronghold, was caught late Wednes-
day by the Interior Ministry in the
city of Jalal-Abad, the second-larg-
est in southern Kyrgyzstan.

He had 75 cartridge shells, a pis-
tol, a wig and a fake mustache and
beard, the ministry said.

The ousted president’s two
brothers have been in hiding and are
wanted by the new Kyrgyz authori-

ties. Janybek Bakiyev, who had
served as chief of the presidential
security service, is still in hiding.

“Akhmatbek Bakiyev started
making confessionary statements of
his involvement to recent mass un-
rest in the country’s south,” the Kyr-
gyz government said, adding that he
would be brought to the capital
Bishkek later on Thursday.

Violent unrest has continued in
the south of Kyrgyzstan since the
overthrow of Kurmanbek Bakiyev in
April. The interim government has
struggled to control southern Kyr-
gyzstan where ethnic clashes be-
tween ethnic Kyrgyz and Uzbeks
killed thousands.

The former president fled Kyr-
gyzstan after being deposed in April
and is now in Belarus.

BY KADYR TOKTOGULOV

Clinton presses Vietnam on rights
HANOI—U.S. Secretary of State

Hillary Clinton publicly pressed
Vietnam to further open its political
system amid concerns about the
Communist government’s crack-
down on democracy activists and
the Internet.

Mrs. Clinton made her comments
Thursday during a two-day visit to
Hanoi aimed, in part, to herald the
strengthening U.S.-Vietnam relation-
ship 15 years after the two nations
normalized ties. The American en-
voy said growing ties between
Washington and Hanoi could serve
as a model for reconciliation among
former wartime foes.

Still, Mrs. Clinton emphasized
that Vietnam’s emergence as an
Asian economic power depends on
its willingness to open its political
system. She said that Hanoi, even as
Washington’s friend, should expect
to face pressure from the West on
human rights.

“It is true that profound differ-
ences exist, particularly over the
question of political freedoms,” Mrs.
Clinton told a lunch on Thursday
honoring the restoration of U.S.-
Vietnam relations. “The United
States will continue to urge Vietnam
to strengthen its commitment to hu-
man rights and give its people an
even greater say over the direction
of their own lives.”

Vietnamese Foreign Minister
Pham Gia Khiem, appearing with
Mrs. Clinton at a press event earlier
Thursday, praised Vietnam’s shared

interests with the U.S. but pushed
back on Washington’s criticism of
Hanoi’s respect for civil liberties.

“Human rights have common val-
ues but ... it depends a lot on the
cultural and historical background,”
Mr. Khiem told reporters at Hanoi’s
Foreign Ministry. “Human rights
cannot be imposed from the out-
side.”

Criticism of Vietnam’s human-
rights record has intensified re-
cently as authorities have arrested
several dissidents. Authorities have
detained roughly a dozen human-
rights activists and critics over the
past year, including four prominent
campaigners who were sentenced to
lengthy prison terms in January af-
ter being convicted of attempting to

overthrow the government.
One of those dissidents, a U.S.-

trained human-rights lawyer named
Le Cong Dinh, was given a five-year
sentence after admitting in court
that he had broken the law by join-
ing a banned political party.

The government also has in-
structed Internet-service providers
to block access to social-networking

websites such as Facebook over the
past year, prompting concerns that
some international companies might
be scared off by the tightening con-
trols.

In December, U.S. Ambassador
Michael Michalak told a donor con-
ference that the Internet curbs were
hindering the expansion of com-
merce in Vietnam. A bipartisan
group of U.S. lawmakers this month
pressed Mrs. Clinton in a letter to
publicly raise Hanoi’s human-rights
record during meetings with Viet-
namese officials.

Mrs. Clinton is visiting Hanoi
both to commemorate normalized
relations and to take part in a re-
gional security conference involving
Southeast Asian counties, China and
Japan. It is her first visit to Hanoi
since she accompanied her husband,
former U.S. President Bill Clinton,
on a tour of Vietnam in 2000.

The U.S. restored diplomatic ties
with Vietnam in 1995, one of the
Clinton administration’s signature
foreign-policy achievements.

Mrs. Clinton lauded Vietnam’s
economic growth and its commit-
ment to cooperating with Washing-
ton on financial, strategic and envi-
ronmental issues.

—Patrick Barta in Bangkok
contributed to this article.

BY JAY SOLOMON

Secretary of State Clinton, speaking in Hanoi on Thursday, urged Vietnam to strengthen its commitment to human rights.
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ONLINE TODAY: See photos from
Mrs. Clinton’s trip through Asia at
WSJ.com/World.

U.S. restores Jakarta tie
U.S. officials said they are restor-

ing relations with Indonesia’s mili-
tary special forces after a decade-
long freeze over alleged human-
rights abuses, brushing aside a dis-
pute that has poisoned relations be-
tween the two countries for years.

The U.S. cut off ties with Indone-
sia’s military in 1999 after it was ac-
cused by human-rights groups of
widespread abuses including kid-
napping student activists.

Although the U.S. resumed some
cooperation with the Indonesian

military a few years later, Washing-
ton maintained its restrictions on
the elite Kopassus unit because of
concerns that it hadn’t yet fully re-
formed.

After a meeting Thursday with
Indonesian President Susilo Bam-
bang Yudhoyono in Jakarta, U.S. De-
fense Secretary Robert Gates said
the U.S. was pleased with Jakarta’s
recent steps to change Kopassus,
which has some 5,000 members.
Those steps have included the re-
moval, at Washington’s request, of
some members implicated in hu-
man-rights cases.

BY PATRICK BARTA

Round-the-clock updates
for Wall Street Journal
Europe readers.

Now every time you buy a copy of The Wall
Street Journal Europe you’ll also be able to
enjoy a bonus of daily* access to WSJ.com, our
world-renowned and award-winning website
(normal subscription price £124/€141 per year).

Access all the Wall Street Journal news from
around the world plus real-time analysis from
The Source, extensive market data, blogs and
much more.

Simply follow the instructions and use
the ACCESS CODE printed on page 2
of this paper.

*All weekend with the Friday edition

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

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the
U.S. Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 07/21 USD 9.61 -7.3 8.6 -10.0
Am Blend Portfolio I US EQ LUX 07/21 USD 11.35 -7.1 9.2 -9.3
Am Growth A US EQ LUX 07/21 USD 28.14 -9.9 7.5 -3.6
Am Growth B US EQ LUX 07/21 USD 23.53 -10.4 6.4 -4.6
Am Growth I US EQ LUX 07/21 USD 31.33 -9.5 8.3 -2.8
Am Income A US BD LUX 07/21 USD 8.74 6.7 17.3 9.9
Am Income A2 US BD LUX 07/21 USD 20.39 7.1 17.3 9.9
Am Income B US BD LUX 07/21 USD 8.74 6.3 16.4 9.1
Am Income B2 US BD LUX 07/21 USD 17.50 6.6 16.5 9.1
Am Income I US BD LUX 07/21 USD 8.74 7.0 17.9 10.6
Emg Mkts Debt A GL BD LUX 07/21 USD 16.19 7.4 22.6 12.6

Emg Mkts Debt A2 GL BD LUX 07/21 USD 21.68 7.8 22.6 12.7
Emg Mkts Debt B GL BD LUX 07/21 USD 16.19 7.0 21.5 11.5
Emg Mkts Debt B2 GL BD LUX 07/21 USD 20.77 7.3 21.5 11.6
Emg Mkts Debt I GL BD LUX 07/21 USD 16.19 7.7 23.2 13.2
Emg Mkts Growth A GL EQ LUX 07/21 USD 33.33 -3.8 20.3 -7.9
Emg Mkts Growth B GL EQ LUX 07/21 USD 28.09 -4.4 19.1 -8.8
Emg Mkts Growth I GL EQ LUX 07/21 USD 37.12 -3.4 21.3 -7.2
Eur Growth A EU EQ LUX 07/21 EUR 7.25 3.1 16.2 -5.7
Eur Growth B EU EQ LUX 07/21 EUR 6.48 2.5 15.1 -6.6
Eur Growth I EU EQ LUX 07/21 EUR 7.94 3.5 17.3 -4.9
Eur Income A EU BD LUX 07/21 EUR 6.79 5.9 20.6 10.0
Eur Income A2 EU BD LUX 07/21 EUR 13.69 6.4 20.8 10.1
Eur Income B EU BD LUX 07/21 EUR 6.79 5.5 19.9 9.3
Eur Income B2 EU BD LUX 07/21 EUR 12.68 5.9 20.0 9.3
Eur Income I EU BD LUX 07/21 EUR 6.79 6.1 21.2 10.6
Eur Strat Value A EU EQ LUX 07/21 EUR 8.13 -4.7 11.5 -12.7
Eur Strat Value I EU EQ LUX 07/21 EUR 8.35 -4.5 12.2 -12.0
Eur Value A EU EQ LUX 07/21 EUR 8.75 -4.9 11.6 -9.4
Eur Value B EU EQ LUX 07/21 EUR 8.00 -5.4 10.5 -10.3
Eur Value I EU EQ LUX 07/21 EUR 10.15 -4.4 12.5 -8.6
Gl Balanced (Euro) A EU BA LUX 07/21 USD 14.48 NS NS NS
Gl Balanced (Euro) B EU BA LUX 07/21 USD 14.04 NS NS NS
Gl Balanced (Euro) C EU BA LUX 07/21 USD 14.34 NS NS NS
Gl Balanced (Euro) I EU BA LUX 07/21 USD 14.80 NS NS NS
Gl Balanced A US BA LUX 07/21 USD 15.76 -4.4 7.9 -7.1
Gl Balanced B US BA LUX 07/21 USD 14.90 -4.9 6.8 -8.0
Gl Balanced I US BA LUX 07/21 USD 16.41 -4.0 8.7 -6.4
Gl Bond A US BD LUX 07/21 USD 9.56 5.5 11.6 8.2
Gl Bond A2 US BD LUX 07/21 USD 16.94 5.8 11.6 8.2
Gl Bond B US BD LUX 07/21 USD 9.56 5.0 10.5 7.1
Gl Bond B2 US BD LUX 07/21 USD 14.76 5.3 10.6 7.1
Gl Bond I US BD LUX 07/21 USD 9.56 5.8 12.1 8.8

Gl Conservative A US BA LUX 07/21 USD 14.64 -0.4 7.6 -0.8
Gl Conservative A2 US BA LUX 07/21 USD 16.87 -0.4 7.7 -0.8
Gl Conservative B US BA LUX 07/21 USD 14.62 -0.9 6.6 -1.8
Gl Conservative B2 US BA LUX 07/21 USD 15.94 -0.9 6.6 -1.8
Gl Conservative I US BA LUX 07/21 USD 14.73 0.1 8.5 0.0
Gl Eq Blend A GL EQ LUX 07/21 USD 10.39 -10.9 4.7 -17.6
Gl Eq Blend B GL EQ LUX 07/21 USD 9.70 -11.4 3.7 -18.4
Gl Eq Blend I GL EQ LUX 07/21 USD 11.01 -10.5 5.6 -16.9
Gl Growth A GL EQ LUX 07/21 USD 37.95 -9.4 5.7 -17.3
Gl Growth B GL EQ LUX 07/21 USD 31.50 -9.9 4.7 -18.2
Gl Growth I GL EQ LUX 07/21 USD 42.32 -9.0 6.6 -16.7
Gl High Yield A US BD LUX 07/21 USD 4.45 6.9 30.2 10.3
Gl High Yield A2 US BD LUX 07/21 USD 9.95 7.5 30.2 10.2
Gl High Yield B US BD LUX 07/21 USD 4.45 6.4 28.8 8.9
Gl High Yield B2 US BD LUX 07/21 USD 15.90 6.9 29.0 9.1
Gl High Yield I US BD LUX 07/21 USD 4.45 7.2 31.0 11.0
Gl Thematic Res A GL EQ LUX 07/21 USD 13.77 -6.5 10.7 -0.5
Gl Thematic Res B GL EQ LUX 07/21 USD 11.98 -7.1 9.6 -1.5
Gl Thematic Res I GL EQ LUX 07/21 USD 15.42 -6.1 11.6 0.3
Gl Value A GL EQ LUX 07/21 USD 9.80 -12.0 4.3 -17.7
Gl Value B GL EQ LUX 07/21 USD 8.96 -12.5 3.3 -18.5
Gl Value I GL EQ LUX 07/21 USD 10.47 -11.6 5.1 -17.1
India Growth A EA EQ LUX 07/21 USD 133.57 5.2 31.0 NS
India Growth AX EA EQ LUX 07/21 USD 116.94 5.4 31.3 16.9
India Growth B EA EQ LUX 07/21 USD 139.14 4.7 29.6 NS
India Growth BX EA EQ LUX 07/21 USD 99.41 4.8 30.0 15.7
India Growth I EA EQ LUX 07/21 USD 121.52 5.7 32.0 17.4
Int'l Health Care A OT EQ LUX 07/21 USD 125.36 -8.8 5.9 -6.8
Int'l Health Care B OT EQ LUX 07/21 USD 105.15 -9.3 4.9 -7.7
Int'l Health Care I OT EQ LUX 07/21 USD 137.57 -8.4 6.8 -6.0
Int'l Technology A OT EQ LUX 07/21 USD 106.67 -3.3 17.1 -4.7
Int'l Technology B OT EQ LUX 07/21 USD 91.92 -3.9 15.9 -5.7

Int'l Technology I OT EQ LUX 07/21 USD 120.13 -2.9 18.0 -4.0
Japan Blend A JP EQ LUX 07/21 JPY 5370.00 -10.9 -6.5 -21.0
Japan Growth A JP EQ LUX 07/21 JPY 5120.00 -12.8 -9.5 -22.3
Japan Growth I JP EQ LUX 07/21 JPY 5291.00 -12.5 -8.7 -21.7
Japan Strat Value A JP EQ LUX 07/21 JPY 5638.00 -7.9 -1.8 -19.6
Japan Strat Value I JP EQ LUX 07/21 JPY 5813.00 -7.5 -1.1 -18.9
Real Estate Sec. A OT EQ LUX 07/21 USD 14.03 -2.2 22.0 -9.7
Real Estate Sec. B OT EQ LUX 07/21 USD 12.76 -2.7 20.8 -10.6
Real Estate Sec. I OT EQ LUX 07/21 USD 15.15 -1.8 23.1 -8.9
Short Mat Dollar A US BD LUX 07/21 USD 7.32 2.2 9.5 0.6
Short Mat Dollar A2 US BD LUX 07/21 USD 10.02 2.3 9.4 0.5
Short Mat Dollar B US BD LUX 07/21 USD 7.32 2.0 9.0 0.2
Short Mat Dollar B2 US BD LUX 07/21 USD 9.94 2.1 8.9 0.1
Short Mat Dollar I US BD LUX 07/21 USD 7.32 2.5 10.1 1.2
US Thematic Research A US EQ LUX 07/21 USD 8.21 -3.8 7.6 -6.1
US Thematic Research B US EQ LUX 07/21 USD 7.51 -4.3 6.5 -7.1
US Thematic Research I US EQ LUX 07/21 USD 8.87 -3.4 8.4 -5.4

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 07/21 GBP 7.80 -5.4 13.4 -1.1
Andfs. Borsa Global GL EQ AND 07/21 EUR 6.05 -6.9 7.5 -12.6
Andfs. Emergents GL EQ AND 07/21 USD 16.10 -7.2 14.0 -6.3
Andfs. Espanya EU EQ AND 07/21 EUR 11.67 -16.2 0.1 -8.5
Andfs. Estats Units US EQ AND 07/21 USD 13.90 -7.4 7.5 -10.1

FUND SCORECARD
Global Large-Cap Blend Equity
Funds investing in equities of large-cap companies across the globe. Funds for which neither growth nor
value characteristics predominate. Ranked on % total return (dividends reinvested) in U.S. dollars for one
year ending July 22, 2010
Leading 10 Performers
FUND FUND LEGAL % Return in $US **
RATING * NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

1 New Capital EFG Asset EURIRL -1.37 72.49 1.60 -3.79
Alt Strt Tact Opps EUR Management

5 HMG HMG Finance EURFRA 18.31 47.67 16.78 NS
Globetrotter C

4 Aberdeen Aberdeen Asset EURFRA 14.77 47.11 12.50 NS
Prestige Intl Management France

NS New New Millennium EURLUX 6.90 45.93 -29.52 -8.85
Millennium Q7 Actv Eq Intrnt A Sicav

5 Mid Wynd Baillie Gifford </td> GBPGBR 9.54 43.40 15.86 14.44

International Co Limited.
NS Capital Bank Security EURAUT 11.66 41.66 5.00 NS

Opportunities A Kapitalanlage AG
NS Direct Universal-Investment EURDEU 5.86 41.02 -8.01 NS

Invest Explr Slct I I GmbH
4 JPMorgan JPMorgan Asset GBPGBR 0.43 39.08 24.23 14.88

Overseas IT ORD Management (UK) Limited
NS Lindsell Lindsell Train Ltd GBPGBR 14.55 38.08 30.18 17.01

Train Invstmt Trst

3 Scottish Baillie Gifford </td> GBPGBR 8.61 38.03 11.95 9.74

American Inv Tr Co Limited.
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 -2.2 -0.3 -12.2
D'Auriol Opp F3 EUR EU MM CYM 04/30 EUR 975.88 -1.3 0.6 -13.1

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

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com
Horseman EmMkt Opp EUR GL EQ USA 01/31 EUR 187.60 -23.2 -21.7 -7.7
Horseman EmMkt Opp USD GL EQ USA 01/31 USD 194.78 -24.5 -22.7 -9.1
Horseman EurSelLtd EUR EU EQ GBR 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 07/21 EUR 46.08 -23.2 -38.9 -33.3
Meriden Protective Div GL EQ AND 09/01 EUR 79.14 NS NS NS

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 06/30 USD 1481.20 NS 1.3 -4.4

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR Cls H GL OT CYM 05/31 EUR 987.58 6.4 8.4 NS
Winton Evolution GBP Cls G GL OT CYM 05/31 GBP 995.29 6.7 9.0 NS
Winton Evolution USD Cls F GL OT CYM 05/31 USD 1252.64 6.4 8.7 0.1
Winton Futures EUR Cls C GL OT VGB 05/31 EUR 207.14 6.7 9.1 2.3
Winton Futures GBP Cls D GL OT VGB 05/31 GBP 224.13 6.7 9.5 2.8
Winton Futures JPY Cls E GL OT VGB 05/31 JPY 14650.41 8.2 10.3 1.3
Winton Futures USD Cls B GL OT VGB 05/31 USD 736.23 6.8 9.5 2.1

INDICES
NAV ——————%RETURN ——————

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

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

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

Paulson, Biggs set sights
on investors in Europe

Two well-known U.S. hedge-fund
managers, John Paulson and Barton
Biggs, are considering launching
funds in hopes of expanding their
European investor base, people fa-
miliar with the matter said.

Mr. Paulson, best known for
making billions of dollars on the
back of the U.S. housing market col-
lapse, and former Morgan Stanley
chief strategist Mr. Biggs, each are
looking to types of funds known as
UCITS, which come under a Euro-
pean standard for open-ended in-
vestment funds.

With these moves, the U.S. man-
agers would join European man-
agers who have increasingly ad-
opted these structures over the past
year or so. By launching such Eu-
rope-based funds, many big-name
managers are hoping to tap into in-
vestors, such as pension funds,
banks and family offices, that might
otherwise be restricted from invest-
ing in funds based in the Cayman Is-
lands or other non-European lo-
cales, as hedge funds often are.

The more heavily regulated
UCITS funds allow investors more
frequent withdrawals and greater
transparency than most traditional
hedge funds.

“There is also a perception issue.
The institutional investor market
within Europe looks at UCITS as a

regulated hedge fund and that gives
them comfort,” says Robert Mirsky,
managing director at London-based
hedge-fund consultant Laven Part-
ners.

Mr. Paulson, whose New York-
based Paulson & Co. has about $31
billion in assets, plans to launch a
UCITS fund in the coming months
that would track existing invest-
ment strategies, a person familiar
with the matter said.

Despite stellar returns in recent
years, Mr. Paulson has run into

tough patches this year. His largest
fund, Paulson Advantage, fell 4.4%
in June.

Mr. Biggs, who co-founded Traxis
Partners LP in 2003, is considering
launching a similar structure later
this year, another person said.
Traxis, which also is based in New
York, manages about $1.1 billion.

The moves by both managers to
launch UCITS funds were earlier re-
ported by industry publication HFM
Week, owned by London’s Pageant
Media Ltd. Both managers are look-

ing to launch the funds in conjunc-
tion with Deutsche Bank AG.

Some investors say the struc-
tures aren’t appealing because of re-
strictions on managers in terms of
leverage and hedging techniques, as
well as limits on concentration of
investments in certain assets.

Investors have poured more than
$100 billion into UCITS hedge funds,

according to Eurekahedge, a Sin-
gapore-based research company. Eu-
rekahedge also says that in Europe,
more than half of all hedge-fund
launches during the first half of this
year came under UCITS, or the Un-
dertakings for Collective Investment
in Transferable Securities Directive.

—Marietta Cauchi contributed
to this article.

BY CASSELL BRYAN-LOW

John Paulson, shown in December, plans to launch a UCITS fund in Europe.
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