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Authorities begin investigation
after 19 die at German festival
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Feeling stressed: What’s
next for Europe’s banks?
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The Quirk

San Diego makes a move to
close loophole allowing boozy
floating parties. Page 29

World Watch
A comprehensive rundown
of news from around the
world. Pages 30-31

Editorial
& Opinion

Tanzania’s and Uganda’s
presidents call to stop taxing
the fight against malaria.
Page 13

Piaggio revs up strategy
with China, India push

PONTEDARA, Italy—Piag-
gio & Co. SpA plans to export
its Vespa scooter to China and
double production in India as
part of the company’s push to
expand in the world’s fastest-
growing scooter markets, ac-
cording to Piaggio Chairman
Roberto Colaninno.

In an interview, Mr. Colan-
inno outlined Piaggio’s expan-
sion plans in Asia, a region
that is likely to be a focus of
the company’s three-year
strategy presentation in Sep-
tember. Growing demand for
two-wheel transportation in
the region’s increasingly traf-
fic-choked cities will help
Piaggio offset sluggish sales
in Europe, Mr. Colaninno said.

Piaggio will invest €100

million ($130 million) to boost
production at its Baramati
plant over the next three
years. About €30 million of
that investment will be used
to produce a specially de-
signed version of the Vespa
125 LX by 2012, marking the
scooter’s return to India for
the first time in 15 years.

The remaining €60 million
will be used to beef up pro-
duction of small trucks and
three-wheel APE scooters.

Piaggio has recently begun
shipping its MP3 model, a
pricey three-wheel scooter
that tilts on an axis like a
two-wheel bike, from Italy to
showrooms across the China.
The Vespa, Mr. Colaninno
said, won’t be far behind, but

so far no delivery dates have
been set.

If the MP3 gains a follow-
ing in China, Piaggio will seek
to produce it locally within
the next three years, helping
to lower production costs and
the scooter’s price tag, Mr.
Colaninno said.

The barriers to entering
China, India and other emerg-
ing Asian economies, however,
are high. Piaggio must com-
pete against better-known
Japanese brands like Honda
Motor Co. and Yamaha Mo-
tor Co., as well as domestic
manufacturers, such as India’s
Bajaj Auto Ltd.

BP’s Dudley
will succeed
CEO Hayward

The board of BP PLC is ne-
gotiating the departure of its
embattled chief executive,
Tony Hayward, according to
people familiar with the mat-
ter, a bid by the oil giant to
move beyond the Gulf of Mex-
ico disaster that has undercut
his three-year bid to remake
the company.

The BP board is scheduled
to meet Monday to discuss
and approve Mr. Hayward’s
departure, these people said,
describing the decision as
“mutual.”

If that happens as ex-
pected, the board is set to
name Managing Director Bob
Dudley as the new chief exec-
utive on Tuesday, when it re-
leases second quarter results.
The move would install at the
top of the British oil titan a
veteran insider who not only
is an American, but hails from

the region devastated by the
oil spill.

The plan before the board
would elevate Mr. Dudley to
CEO on Oct. 1, according to a
person familiar with the plan,
allowing for an orderly transi-
tion at a company that was
thrust into crisis by the April
20 explosion and fire that
sank the Deepwater Horizon
oil rig in the Gulf of Mexico,
killing 11 people and setting
off the worst offshore oil spill
in U.S. history.

Mr. Hayward would stay on
the board for the rest of the
year. BP’s chairman, former
Telefon AB LM Ericsson chief
Carl-Henric Svanberg, would
remain in place. As expected,
Mr. Hayward will discuss BP’s
second-quarter results on
Tuesday, when the company
will unveil a big loss and de-
scribe the massive liability
from the environmental disas-
ter.

A BP spokesman said:
“Tony Hayward is the chief
executive and has the confi-

dence of the board and senior
management.”

Although the Obama ad-
ministration made it clear
that it was unhappy with Mr.
Hayward’s handling of the cri-
sis, the decision to replace the
CEO is a “decision for BP’s
board,” said a White House of-
ficial.

Mr. Hayward’s exit has
been widely anticipated, given
the heavy criticism of BP’s re-
sponse to the crisis. Most ob-
servers, however, expected
that he wouldn’t depart until
the completion of a relief well
that is expected to perma-
nently shut down the flow of
oil from the well because the
company didn’t want to sad-
dle a new chief with the
stigma of the Gulf disaster.

With a new cap appearing
to hold the oil for now while
the relief well is drilled, how-
ever, the talks between Mr.
Hayward and BP intensified in
the past week to 10 days,
these people indicated. One

Please turn to page 3

By Bruce Orwall,
Monica Langley

And James Herron

Spain’s Alberto Contador sprays photographers with a water gun during the final stage of the 2010
Tour de France. Mr. Contador won the race by 39 seconds over Andy Schleck, with Russian Denis
Menchov in third place. It was Mr. Contador’s third Tour title. Related article on page 28.
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Gunning for victory

� Full interview with Piaggio’s
Mr. Colaninno ............................ 10

Oil, gas, coal, biofuels,
nuclear, wind, solar...
to fuel the future
we need them all.
Meeting future demand will take more than
just oil. We’ll need to tap every practical
source of energy: from natural gas and coal
to nuclear and renewables. But whatever the
source, we’ll need technology to help
us use it as efficiently and cleanly
as possible. The story continues at
exxonmobil.com
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Selectivity
beats basket
of biotechs

Speculating on biotech M&A
presents investors with the laws of
roulette: Place money on every
number on the table, and the house
wins.

That was a tough lesson on Fri-
day, when news broke that France’s
Sanofi-Aventis is in talks to acquire
Genzyme.

The biotech stock jumped 15%, a
payday for investors who thought
the likes of acquisition-hungry
Sanofi or GlaxoSmithKline might
make a deal.

But unless investors put most of
their chips on Genzyme, it would
have been a frustrating moment.

While there is a short list of bio-
tech takeover targets, the stocks
have already priced in expectations
for M&A.

So when news of a big deal actu-
ally arrives, companies that aren’t
put in play can suffer. That explains
the 5% swoon in Biogen Idec shares
Friday.

The upshot: Owning a basket of
biotech might not pay off. Investors
would have gained just 2% Friday by
owning a portfolio of potential take-
over targets Genzyme, Biogen, Al-
lergan, Amgen, Shire, Gilead Sci-
ences, Forest Laboratories and
Cephalon.

And that is just on the day of the
news.

Waiting for a deal to arrive
means stomaching the ups and
downs of the biotech industry,
which is prone to unforeseen strug-
gles that can crush stocks. Gilead
was once a high flier but has been
one of the worst-performing stocks
in the market recently. Since the
market trough in March 2009, the
S&P 500 is up 62%, while Gilead has
declined 25%.

Challenges in the pharmaceutical
industry will likely lead more com-
panies to buy large biotech firms.
But considering the potential re-
wards in a broad basket of takeout
targets, investors should instead fo-
cus on the few firms that have extra
reasons for being standouts.

—John Jannarone

Europe’s stress tests left to investors
Much ado about nothing. Eu-

rope’s bank “stress tests” proved not
very stressful at all. A Goldman
Sachs survey ahead of the results
predicted 10 banks would fail with a
total capital shortfall of €38 billion
($49.08 billion). In fact, just seven
failed with a total capital shortfall of
€3.5 billion. The failures included
five Spanish savings banks and one
bank each from Germany and Greece.
That is unlikely to inspire much con-
fidence, but the real test will take
place over the coming days as the
market uses the new disclosures,
particularly related to sovereign-
bond exposures, to draw its own
conclusions on the health of individ-
ual banks.

The low failure rate isn’t surpris-
ing, given the test’s easy terms. Ad-
mittedly, it is hard to quibble with
the macroeconomic assumptions,
with the “adverse” scenario more
demanding than the market consen-
sus. It was based on a double-dip re-

cession that would see the euro-zone
economy shrink by a mathematically
unlikely 0.2% this year and grow by
just 0.1% next year. But while the
stress tests prescribed big increases
in default probabilities and loss as-
sumptions, they didn’t challenge the
banks’ current underlying base-case
default assumptions, which the mar-
ket widely suspects are too optimis-
tic.

More importantly, the sovereign
shock exercise—which looked at the
impact of further volatility in the
sovereign-bond market and was the
main focus of investor attention in
the run-up to the results—was be-
nign to the point of irrelevance. The
test was applied only to assets held
on trading books and ignored bank-
ing books where the bulk of bank
sovereign exposures lie. The haircuts
applied to sovereign bonds were also
very low. Under the adverse sce-
nario, Greece’s five-year bonds were
assumed to yield 13.64%, equivalent

to a 23% haircut on December 2009
prices. Yet Greek five-year bond
yields at the height of the sovereign
crisis in July hit 17%.

And the hurdle rate was low. It
was based on a 6% Tier 1 ra-
tio—hardly onerous given that Euro-
pean banks currently average 10%
Tier 1 capital—rather than focusing
on higher-quality core Tier 1, as the
market would have preferred. The
U.S. stress tests in 2009 required
banks to exceed 4% core Tier 1 under
stressed conditions.

Still, it would be a mistake to
write the stress tests off as a waste
of time. The most useful aspect of
the exercise is the full disclosure of
bank European sovereign-bond expo-
sures on both the banking and trad-
ing books, which will now be pored
over by analysts able to apply their
own haircuts. Investors also will wel-
come the detailed disclosure by the
27 Spanish banks of their wider real-
estate exposures, thereby addressing
a key concern. The market may yet
apply the pressure on individual un-
dercapitalized banks that the regula-
tors ducked. —Simon Nixon

Motorola’s hopes ride on the Droid
R2-D2 got Luke Skywalker out of

plenty of scrapes. To get its stock
back to 2007 levels, Motorola needs
its Droid to ride to the rescue. While
the line of smartphones—named af-
ter George Lucas’s robots—has
breathed new life into the company’s
handset business, the key is whether
they generate sustainable profits.

Investors currently ascribe little
value to the loss-making handset
business. The value of Motorola’s
other businesses—selling set-top
boxes, wireless enterprise solutions
and public-safety communications,
among other things—add up to about
$4.80 a share, says Ehud Gelblum of
Morgan Stanley. Add $2 of net cash
and 80 cents for the networks busi-
ness that Motorola is selling to Nokia
Siemens Networks, and you get
$7.60, just below Friday’s $7.75.

There are risks to those numbers.
For example, the attractive public-
safety business could be squeezed by
state and local government budget
cuts. Even so, investors seem to be

getting the handset business al-
most for free. They will soon have to
give it a stand-alone value when it is
spun out along with set-top boxes.

In 2005 and 2006, with the RAZR
slicing up rivals, Motorola’s handset
business generated more than $2 bil-
lion of operating profit a year, with a

10% margin. But it has lost money on
handsets ever since, squeezed by
BlackBerries and, recently, iPhones.

The Droid offers new hope. Motor-
ola’s handset shipments likely bot-
tomed in the second quarter. With
more sales coming from smart-
phones, average selling prices are up.
Co-CEO Sanjay Jha sees handsets
making money in the fourth quarter.

On that score, he could be helped
by rivals’ troubles. The iPhone 4 has
antenna problems, for instance.

However, Motorola isn’t the only
handset maker using Google’s An-
droid operating system. And the
Droid brand actually belongs to Veri-
zon Communications, which also
markets a Droid by HTC and might
offer the iPhone next year, poten-
tially undermining Motorola sales.

Investors should be patient. If Ve-
rizon snags the iPhone, Motorola
shares will likely suffer. That should
provide a better entry point for
those ready to take a flier on hand-
sets. —Rolfe Winkler

Source: WSJ Market Data Group

Line down
Performance since end of 2006
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There has been muttering that
the Committee of European Bank-
ing Supervisors, a low-profile body
based in London, just wasn’t
equipped to co-ordinate Europe’s
complex stress tests. It didn’t do
its case much good on Friday.

CEBS published a list of the
banks that had passed and failed.
Trouble is, there were only 90, in-
stead of the 91 being tested.

RZB, an Austrian bank with
€94.5 billion ($122 billion) in risk-
weighted assets at the end of last
year and parent of the listed Raif-
feisen International Bank-Holding,
noticed it was missing from the list
and immediately gave CEBS a call.

CEBS has posted an apology on
its website, saying it made “an op-
erational mistake.” And RZB has
solid capital ratios so wasn’t seen
to be in danger of failing. But if a
whole bank can be left out, inves-
tors will want to scour the tests to
see if anything else went awry.

—overheard@wsj.com

OVERHEARD

ECB President Jean-Claude Trichet
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Stress tests have good and bad news,
depending on which way you look

Now we know
why so many
eurocrats
announced that
very few banks
had failed the

stress tests — before the tests
were completed. The tests were
sufficiently unstressful to allow
such foresight. In the event, only
seven of the 91 sample banks in
27 countries flunked, five small
ones in Spain and one each in
Greece and Germany.

The stress tests proved three
good things. We are not facing
apocalypse now — later, perhaps,
but not now; the eurocracy is
capable of getting a complicated
program done in quick time when
disaster threatens; and all save
the German banks, which came
reluctantly to the party, revealed
their exposure to sovereign debt
so that the market can decide just
how stressed they really are.

And two bad things.
� The quality of a stress test

determines the number of banks
that will pass: pretend that there
is no threat of sovereign default,
place outdated values on assets,
pretend that troubled loans of
Spain’s banks constitute about 5%
of the total when the real figure is
closer to 14% (estimates UBS
analyst Carvajal Cebrian), and you
can make a balance sheet seem to
have an abundance of capital. The
tests include an assessment of the
impact on bank viability of the
“haircuts” that might be imposed
on holders of sovereign debt, but
not of default, which the
eurocracy insists can’t happen.
And the haircuts are applied only
to the debt held on trading books.
That impact, says the European
Central Bank in an appendix, “is
mitigated by the fact that banks’
holdings of government securities
are primarily in the banking

book.” Translation: we have not
asked the banks to mark-to-
market 80% of their holdings of
government securities, even
though the market value of those
securities is far less than the
value recorded on the books.

� The fact that only seven
banks failed to pass is less
relevant than the fact that the five
Italian banks tested only squeaked
by, as did Postbank, one of

Germany’s largest, and that
Germany’s eight landesbanken
received a passing grade only
because they “have yet to record a
substantial part of total estimated
write-downs,” according to the
International Monetary Fund. That
relieves the pressure on a sector
that German finance minister
Wolfgang Schäuble says needs “an

urgent reform.” These regional
banks are an important source of
funding for Germany’s small
businesses. If they fail, the
locomotive of the European
economy may have a lot less fuel.

Song writers Rodgers and Hart
were right that “the self deception
that believes the lie” results in
“no more pain, no more strain,” at
least for a while. But not
permanently. It seem that the
eurocracy has deceived itself into
believing that all is well — it is,
after all, easier to deceive others
if you first deceive yourself. So
the Committee of European
Banking Supervisors, or CEBS,
professes to find the results of the
tests “rather reassuring” even
though almost half of the banks
that passed the test continue to
“incorporate [in the required
capital] a significant amount of
government support.” Indeed, the
CEBS assumes that “government
paid in capital cannot be simply
withdrawn.” Except for those life-
saving tubes we have inserted in
your arms, José Luis Rodriguez
Zapatero and friends, you are in
fine shape, capable of handling

any stress the world economy
might dish out.

And by the way, no need to
worry about a double dip
recession. The so-called “adverse
case” defines a “double dip” as no
growth in 2010 and a 0.4% decline
in GDP next year in the 27-nation
European Union. Not very
“adverse” by historical standards,
given the fact that GDP in the EU
declined by 4.2% in 2009.

There’s more, but you get the
idea. Markets “don’t think the
scenarios were stressful enough,”
Brian Dolan, chief strategist at
Forex.com told Bloomberg News.
How they will react in the long
run will depend on two things.

The first is Europe’s ability to
sustain the recent uptick in its
economic growth. The CEBS
“benchmark”, or most likely case,
assumes euro area growth of 0.7%
this year, and 1.5% in 2011. Not
likely to produce many jobs, or tax
revenues to help bring down fiscal
deficits.

The second is Germany’s
continued willingness to be
paymaster of last resort. Europe’s
banks passed the tests because
those who devised them assume
that Germany will continue to
bankroll the various institutions
set up to pump capital into the
banks, and to provide an implicit
guarantee against default by Club
Med countries. German Chancellor
Angela Merkel’s plummeting
popularity, in part a result of her
reluctant agreement to have
German taxpayers foot the bill for
the excesses of its euro-zone
partners, suggests limits to
Germans’ eagerness to work
harder so that banks holding
Spanish, Greek and other
sovereign debt will face a mere
trim around the edges rather than
a crew cut.

The tests might be over, but
stress is not. Don’t discard the
Valium just yet.

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

Hudson Institute.

Zapatero, left, will be fine so long as Merkel pays to keep the euro healthy
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“The decision to
exclude sovereign
debt renders the
stress test results as
spin and not reality.”
Bill Bunting on the results of Europe’s
stress tests on its banking system
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i i i

Autos

n Ford reported better-than-ex-
pected earnings of $2.6 billion for
the second quarter, up 15% as a
result of rising vehicle sales and
higher pricing on the cars and
trucks it sells in North America. It
was the company’s fifth consecu-
tive quarter in the black, and the
most profitable in the string.

i i i

Aviation

n British Airways, which is being
sued by 250 companies for com-
pensation after it pleaded guilty
in the U.S. for being part of a car-
tel between 2000 and 2006, has
issued legal proceedings against
32 airlines in an attempt to have
them share the burden of any
damages it may have to pay.

n Northwest Airlines repeatedly
failed to follow U.S. federal safety
orders for more than a decade but
wasn’t held accountable by the
Federal Aviation Administration,
said a U.S. government report.

i i i

Banking

n Regulators closed five more
banks around the U.S., marking
the second consecutive year that
more than 100 financial institu-
tions have collapsed. The failure
of banks, located in Florida, Geor-
gia, South Carolina, Kansas and
Minnesota, illustrates the havoc
that continues to sweep the bank-
ing industry. So far this year, 101
U.S. banks have failed.

n UBS said it has named former
Hong Kong central banker Joseph
Yam, one of Asia’s best-known
bankers, to join its board, a move
reflecting the growing importance
of the bank’s Asian business.

i i i

Conglomerates

n GE raised its quarterly dividend
by two cents to 12 cents, as credit
pressures that led it to slash its
payout in early 2009 have eased.

i i i

Energy

n BP’s board is negotiating the
departure of embattled CEO Tony
Hayward, according to people fa-
miliar with the matter. The board
is scheduled to meet Monday and
Mr. Hayward’s possible departure
will be discussed then. Mr. Hay-
ward has been under heavy fire
for his handling of the massive
Gulf of Mexico oil spill that fol-
lowed an April explosion and fire
on the Deepwater Horizon oil rig.
n Bob Dudley, BP’s managing di-
rector, is set to be named as the
company’s new CEO if the board
on Monday approves the negoti-
ated departure of Mr. Hayward,
people familiar with the matter
said.
n Robert Kaluza and Patrick
O’Bryan, two BP managers, have
been named as parties in a federal
investigation into the explosion
and sinking of the Deepwater Ho-
rizon oil rig. The two men are the
first individuals from BP to be
named “parties in interest” in the
case, indicating that they are po-
tential targets of the probe.
n The fire and natural-gas alarm
system aboard the Deepwater Ho-
rizon was partly disabled on the
night the drilling rig caught fire,
said Michael Williams, the chief
electrician aboard, at a hearing.

He said the system that automati-
cally sounded a general alarm had
been disabled because rig man-
agers “did not want people woken
up at 3 a.m. with false alarms.”
n Anadarko Petroleum and
MOEX Offshore 2007 are being
pressed by U.S. lawmakers to start
paying some of the costs related
to the Gulf of Mexico oil spill.
n Pakistan’s government could
make a bid for BP’s assets in the
country if the oil major decides to
sell them as part of its global
campaign to raise money to clean
up the Gulf of Mexico oil spill and
pay for damages, the head of the
country’s upstream regulator said.

n GMR Infrastructure, an Indian
firm, is seeking buyers for its 50%
stake in U.S. power generation
firm InterGen, said people familiar
with the matter.

n Korea National Oil stepped up
pressure on Dana Petroleum, of-
fering a sweetened bid that values
the U.K. company at £1.67 billion
($2.6 billion).

n Uganda’s government won’t ap-
prove the sale of Heritage Oil’s
stakes in two exploration blocks
to Tullow Oil until Heritage first
pays capital-gains tax in full.

i i i

Entertainment

n Walt Disney is discussing a
deal to acquire Playdom for more
than $500 million, according to
people familiar with the matter.
Disney is keen to use Playdom to
develop a bigger presence in so-
cial games, a hot category of on-
line games in which players com-
pete against friends through
social networks.

i i i

Fashion

n Polo Ralph Lauren is taking di-
rect control of its distribution in
South Korea, capping off a string
of deals that enable the notori-
ously detail-oriented company to
better manage its brand image in
the Asian marketplace.

i i i

Financial services

n Goldman Sachs asked a federal
court to vacate a $20.6 million ar-
bitration award to unsecured
creditors of Bayou Group, who had
alleged Goldman ignored signs of
fraud at the hedge-fund firm be-
fore it closed its doors in 2005.

i i i

Food

n Carlyle has dropped out of the
bidding for Philippine food con-
glomerate San Miguel Pure Foods,
a person familiar with the situa-
tion said.

i i i

Media

n RTL Group agreed to sell its
U.K. television channel Five to
Northern & Shell company, owned
by British publisher Richard Des-
mond, for €125 million ($161 mil-
lion) in cash, ending a 14-year in-
vestment in the U.K. market.

i i i

Metals and mining

n The Kremlin has indicated it
might want a state company to
take a large stake in Norilsk
Nickel as the battle for control be-
tween the metals giant’s two oli-
garch shareholders heats up, peo-
ple close to the situation said.

n De Beers’s CEO Gareth Penny is
stepping down after helping guide
the diamond producer through the
global recession that ate into de-
mand for luxury goods and forced
production to be curtailed.

i i i

Pharmaceuticals

n Sanofi-Aventis has made an in-
formal acquisition approach to
Genzyme, people familiar with the
matter said.

n The FDA approved the first ge-
neric version of the blood thinner
Lovenox, in a victory for Sandoz, a
Novartis unit, but a blow to
Lovenox maker Sanofi-Aventis.

n The FDA has asked U.S. investi-
gators to look into whether there
was a conflict of interest involving
David Capuzzi, a member of an
FDA advisory panel that recently
voted to keep GlaxoSmithKline di-
abetes drug Avandia on the mar-
ket after a series of studies sug-
gested it raises the risk of heart
attacks. Mr. Capuzzi said he is a
speaker for Glaxo, though not on
behalf of Avandia.

i i i

Technology

n Apple said it was pushing back
the release of a white version of
its iPhone 4 because of manufac-
turing problems, the latest in a se-
ries of embarrassing missteps for
the rapidly growing consumer-
electronics giant.
n Apple said it is trying to fix
Web browser flaw that could al-
low a website operator to learn
the names, email addresses and
other information of anyone who
visits a site, even if the visitor has
never volunteered that informa-
tion online before.

n Baidu, the Chinese Web search
giant, is in talks with handset
makers that use Google’s Android
software about embedding a Baidu
search box on phones that are
destined for the Chinese market.

i i i

Telecommunications

n Ericsson, the world’s largest
network-equipment vendor, said
second quarter net profit nearly
doubled to 1.88 billion Swedish
kronor ($258 million), as year-
earlier results were hit by heavy
restructuring charges. The results
were weaker than expected, as
component shortages hit sales.

n Vodafone will lay out a new
strategy in the autumn that will
take into account the explosion in
wireless data and the growing
number of mobile operating
systems, CEO Vittorio Colao said,
as the mobile giant reported a
strong first-quarter performance
and two agreements in the U.K.
and India.

BUSINESS WATCH

WSJ.com
To read more about these items,
and for all the latest breaking
news, go to WSJ.com/BusinessAmphibious vehicles on a canal near the French city of Redon, floating their way to the opening of the “Amphib 2010”

event, during which about 50 vehicles from 12 countries will navigate the western France’s canals and rivers until July 30.

Agence France-Presse/Getty Images

Half-cars, half-boats, dozens of amphibious vehicles gather in west of France
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Robert Dudley
BP managing director
and board member

� Grew up in Mississippi

� Worked for Amoco before it was
acquired by BP in 1998

� Oversees BP’s operations in the
Americas and Asia

� Was head of Russian joint venture
TNK-BP from 2003 to 2008

� Nearly became head of BP in 2007,
losing out to Tony Hayward
Sources: BP, WSJ research

Dudley set to take over as BP chief executive
person familiar with the matter said
that for some time there had been
“a discussion building within the
board” to make a management
change, but that notion “crystallized
in the last week.”

Mr. Hayward has spent the last
week or so weighing whether he
should resign “with honor for the
sake of BP,” said one person familiar
with his thinking. Still, in recent
weeks, he sometimes sought to sig-
nal he was still in control of the
company, via meetings with foreign
governments and big shareholders.

Another person familiar with the
process said the change wasn’t
meant to be seen as an indictment
of Mr. Hayward, nor was it linked to
any investigations of the Deepwater
Horizon debacle. Rather, the move
was recognition of the fact that Mr.
Hayward was no longer seen as able
to address one of the company’s
most crucial tasks: repairing BP’s
reputation and restoring its credibil-
ity in the critical U.S. market, where
it is the biggest oil and gas pro-
ducer.

According to BP’s annual report,
the company’s standard employment
contracts may be terminated at any
time with the payment of one year’s
salary, although the company’s re-
muneration committee may consider
mitigating factors, “to reduce com-
pensation to a departing director,
when appropriate to do so.”

Mr. Hayward earned £1.045 mil-
lion ($1.6 million) in 2009, a tally

Continued from first page that rose to £4 million with bonuses.
Mr. Hayward could negotiate a
richer package, however, and he re-
gardless will be eligible for future
stock bonuses under the long-term
incentive program because several
of those plans that began in the last
few years have yet to vest.

On Sunday, some analysts de-
scribed Mr. Hayward’s departure as
a tough but likely necessary loss,
given the surging financial perform-
ance of the company before the spill.

“If Tony stands down it is a polit-
ical give-up for BP in order to kick-
start a new era for the company,”
said ING analyst Jason Kenney.

“Hayward has transformed BP
and improved the operational per-
formance of the company,” said Pan-
mure Gordon analyst Peter Hitchens.
“But I feel the board needs a scape-
goat and that might be the CEO.”

Mr. Hayward is in this predica-
ment in large part because of the
torrent of criticism he has faced
over the last three months, over
both the company’s handling of the
Gulf crisis and its poor safety re-
cord. He took over BP in 2007, after
his predecessor, John Browne, re-
signed over a scandal involving alle-
gations about his private life. Mr.
Hayward vowed to make BP a more
formidable competitor in the global
oil world by streamlining a company
that had grown unwieldy thanks to
a series of acquisitions, notably its
1998 takeover of Amoco Corp.

But at the same time, he pledged
to clean up the company’s poor

safety record, which was badly tar-
nished by incidents like a 2005 blast
at a Texas City, Texas, refinery that
killed 15 people and injured more
than 170 people.

Since the third quarter of 2009,
BP has impressed analysts with a
succession of strong quarterly re-
sults, most recently a net profit of
$6.08 billion for the first quarter of
2010. But everything changed at

7:24 a.m. on April 21, when Mr. Hay-
ward received a call in London de-
tailing the explosion from the night
before.

In the disaster that later un-
folded, Mr. Hayward became a light-
ning rod for criticism after his poor
performance before a congressional
panel and an infamous gaffe in
which he complained “I want my life
back” against a backdrop of eco-
nomic suffering and hardship in the
Gulf region. The chief executive
abruptly returned to London and
handed over the reins of dealing
with the Gulf to Mr. Dudley.

The spill also opened the door for
an unflattering re-evaluation of the
safety improvements Mr. Hayward
often bragged about over the last
year. The picture that emerged was
of a company whose cost-cutting
agenda drowned out its safety mes-
sage, and BP was found to be in con-
tinuing conflict with both U.S.
health and safety regulators and
state officials in places like Alaska.

Mr. Dudley, 54, arrived in London
last week to help the company pre-
pare for second-quarter results, spe-
cifically on quantifying the estimate
of massive liability BP will disclose
with Tuesday’s second-quarter re-
sults. By the weekend, however, he
became the choice to become the
next CEO, although Mr. Dudley
wasn’t seeking that job, said one
person familiar with the situation.

Mr. Dudley’s stock rose in recent
weeks as he navigated the tricky and
occasionally contentious relation-

ships between BP and the federal
government and affected states on
numerous fronts from pushing
through damage claims to working
with Adm. Thad Allen, the govern-
ment’s point person on the spill, on
sub-sea maneuvers to cap the well
and shoreline defenses to clean up
the oil.

Another point in Mr. Dudley’s fa-
vor—he was once a top executive at
Amoco, the name some advisers
have recommended that BP resume
for its U.S. operations.

The cost of the oil spill to BP has
been enormous—and is continuing.
An internal tally shows work at the
sub-sea level to contain the oil and
the Gulf Coast shoreline to clean up
the oil is costing about $100 million
a day. That doesn’t include the ex-
pected flurry of claims, for which
the Obama administration pressured
BP to set up a $20 billion escrow
fund. The company last week agreed
to sell $7 billion in assets.

It was costly in other ways as
well. BP shares plunged by more
than half in the wake of the spill,
Capitol Hill pressed the company BP
to pays tens of billions of dollars in
upfront compensation and even
President Barack Obama suggested
that Tony Hayward would not be
working for him. It was only by
agreeing to suspend dividend pay-
ments for the remainder of 2010 and
paying $20 billion over three-and-a-
half years into a compensation fund
that BP was able to calm the situa-
tion.

One crisis eclipses Hayward’s career
LONDON—In three short months,

BP PLC Chief Executive Tony Hay-
ward learned what it meant to be-
come the face of disaster.

Until this spring, Mr. Hayward
was a brainy geologist leading a
seemingly successful turnaround of
BP’s sluggish operations and posi-
tioning it to compete more effec-
tively with rivals such as Royal
Dutch Shell.

But that fell by the wayside on
April 20, when the Deepwater Hori-
zon oil rig, drilling a well for BP,
exploded and sank, sending hun-
dreds of millions of gallons of oil
spewing into the Gulf of Mexico.
Eleven workers died in the catastro-
phe.

Now, as BP board meets Monday
to decide Mr. Hayward’s fate, his
story has become a cautionary tale
to CEOs everywhere of how a single
mishandled crisis can eclipse an en-
tire career.

Mr. Hayward became CEO of BP
a little over three years ago. He
promised to reverse the mistakes of
his predecessor John Browne, who
left amid personal scandal and left a
legacy of lackluster performance
and poor safety practices — the lat-
ter thanks to the 2005 explosion at

the company’s Texas City refinery
that left 15 people dead.

Although he 53-year-old Mr. Hay-
ward brought in a system to enforce
safety standards across the com-
pany just months after becoming
CEO, his vision did not always
trickle down. The company saw con-
tinued leaks in its pipeline in
Alaska, and problems persisted with
pressure-relief valves at its refinery
in Toledo, Ohio.

BP has said that Mr. Hayward’s
cost-cutting drive—$4 billion in re-
duced costs in 2009 alone—allowed
the company to put more resources
into operations, including safety, but
critics have asked whether it nur-
tured a culture of cutting corners.
Mr Hayward rejected that criticism
during an acrimonious Congressio-
nal hearing last June.

An “ouster is way overdue. He’s
lost his legitimacy to lead,” says Jef-
frey Sonnenfeld, a professor at the
Yale School of Management.

By most accounts, it was Mr.
Hayward’s inability to generate
much empathy from the U.S. public
that led to calls for his ouster. He
helped fuel that perception with a
number of gaffes, such as his initial
description of the spill as “relatively
tiny,” and his decision to attend a
yacht race in June, even as the oil
slick continued to spread across the
Gulf of Mexico.

Robbie Vorhaus, a crisis expert
at Vorhaus Communications Inc. in
Sag Harbor, N.Y., says that in such
crises CEOs face the task of becom-
ing human. “All of a sudden you
have an event where you are now
standing in the spotlight among
shrimp fisherman and local politi-
cians and people who maybe make
20 or 30,000 dollars a year,” Mr.
Vorhaus said. “A true leader needs

to be able to come from the heart
and make these people feel that
there is a connection.” Mr. Vorhaus
says that’s where Mr. Hayward
failed.

Mr. Hayward had experienced lit-
tle that would have prepared him to
adopt the populist touch. He joined
BP in 1982, not long after he re-
ceived a PhD in geology from Edin-
burgh University in Scotland. He
worked as a rig geologist in the
North Sea, then flew around the

world testing rocks for oil—from
Papua New Guinea to Northern Ye-
men.

Mr. Hayward moved from spe-
cializing in science to understand-
ing business in 1990 when he be-
came the assistant to John Browne,
then head of exploration and pro-
duction who five years later became
CEO.

Mr. Hayward eventually replaced
Mr. Browne, who left amid a scandal
connected to his personal life.

But three years on, Mr. Hayward
finds himself in the midst of a dif-
ferent kind of scandal.

“Maybe he would have had a
chance if he had been just really
spectacular on his feet as the crisis
manager, but he was so abysmal at
that, there was no way out,” says
Sydney Finkelstein, a professor at
the Tuck School of Business at
Dartmouth College.

—Erin White and Guy Chazan
contributed to this article.

BY PAUL SONNE

BP CEO Tony Hayward discusses recovery operations aboard a drill ship in the Gulf of Mexico on May 28.
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He was making headway on
cutting costs and improving
safety at BP, but he failed to
connect with the people of
the Gulf Of Mexico region
when the oil spill struck.
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Europe

n European banks largely passed
a round of government stress
tests, with just a few institutions
found to need modest amounts of
new capital. But the overall strong
grades raised questions over
whether the tests were tough
enough to be judged credible.
n The results, intended to restore
trust in the European banking sys-
tem, showed that the 91 banks
scrutinized could face €66 billion
($85.2 billion) in total potential
losses in a deteriorating economic
and financial environment.
n The tests found that seven
banks would need to raise new
capital to fortify their finances
and weather a potential economic
downturn or government-bond
crisis.
n Five Spanish banks, one Ger-
man bank and one Greek bank
were the only institutions to fail
the tests. Their combined shortfall
would be about €3.5 billion, ac-
cording to the Committee of Euro-
pean Banking Supervisors, which
coordinated the tests.

n In Germany, crowds of people
streaming into a techno music fes-
tival surged through an already
jammed entry tunnel, setting off a
panic that killed 19 people and in-
jured 342 at. Organizers of the
“Love Parade,” Europe’s biggest
electronic-music festival, faced
harsh criticism for their handling
of the massive crowd.

n Britain’s economy grew much
more quickly than expected last
quarter, underscoring the sturdi-
ness of the country’s recovery and
easing fears that the euro zone’s
debt problems and ambitious aus-
terity measures at home could
push it back into recession. Gross
domestic product rose 1.1% in the
second quarter from the previous
period, and expanded 1.6% be-

tween April and June from 2009’s
second quarter. Economists had
expected growth of roughly half
that amount.

n Scottish First Minister Alex Sal-
mond called on the U.S. to declas-
sify documents related to Scot-
land’s release last summer of
convicted Lockerbie bomber Abdel
Baset Al-Megrahi. Both the Scot-
tish and U.K. governments have
released letters sent in the lead-
up to last summer’s decision to
release him, but U.S. correspon-
dence with the U.K. and Scottish
governments remains classified.

n A Dutch court fined oil-trading
company Trafigura €1 million
($1.3 million) for exporting haz-
ardous waste to the Ivory Coast
and for concealing the dangerous
nature of the waste when it was
initially unloaded from a ship in
Amsterdam.

n Alberto Contador of Spain won
his third Tour de France, herald-
ing the arrival of a new cycling
superstar, as seven-time champion
Lance Armstrong competed in the
race for the last time.

n Russian Prime Minister
Vladimir Putin said he sang Soviet
songs with the 10 undercover
agents deported from the U.S. in a
recent spy swap, and declared
that their capture by the FBI was
“the result of treason.” In the first
official comment since the agents
landed in Moscow on July 9 and
vanished from public view, Putin
said he knew who was responsible
for the betrayal. “Traitors always
end badly,” he said.

n Moody’s used unusually blunt
language to warn Hungary that
unless it moves to narrow its bud-
get deficit, there could be a
“multi-notch downgrade” in its as-
sessment of the country’s credit-
worthiness.

i i i

U.S.

n In the Gulf of Mexico, crews
hurried to get back to work on
plugging BP’s leaky oil well after
tropical storm Bonnie fizzled, and
engineers hoped for a window of
clear weather long enough to stop
the gusher for good.

n The White House raised its
forecast for the fiscal-2011 budget
deficit to $1.4 trillion, or 9.2% of
the economy, adding new fuel to
the political battle over how to
tame the flood of red ink.

n Treasury Secretary Timothy
Geithner said the economy has
now recovered sufficiently for
government to begin to make way
for private-business investment.
Geithner’s comments, which echo
previous sentiments expressed by
President Obama, reflect a turning
point in the government response
to the economic downturn.

n President Obama made an elec-
tion-season appeal to liberal activ-
ists and bloggers, assuring them
his administration is committed to
their causes and urging them to
help elect Democrats in Novem-
ber. “Change hasn’t come fast
enough for too many Americans. I
know that,” Obama said in a sur-
prise video appearance at the Net-
roots Nation convention.

i i i

Americas

n In Cuba, Fidel Castro made his
first reported appearance outside
Havana since a health crisis forced
him from power in 2006.

n In Mexico, investigators found
51 corpses in a field near a trash
dump outside the northern city of
Monterrey, one of the biggest
body dumping grounds in the
country’s bloody drug war.

i i i

Asia

n Iran said it is ready to start ne-
gotiations “immediately” with the
major powers over a potential nu-
clear-fuel swap and is sending a
letter to the U.N.’s nuclear watch-
dog in Vienna regarding its terms
for the deal.
n Turkey’s foreign minister said
talks between Iran’s chief nuclear
negotiator and EU foreign-policy
representative Catherine Ashton
could take place in Istanbul, prob-
ably in September.
n Michael Hayden, a former Cen-
tral Intelligence Agency director,
said bombing Iran’s nuclear facili-
ties “might not be the worst” op-
tion for the U.S., as Iran continues
to push ahead with its nuclear
programs despite international
sanctions.

n In Afghanistan, the Taliban
killed one U.S. Navy sailor and
took a second one captive after a
firefight in the east of the coun-
try, a spokesman for the insurgent
group said.
n Hidden bombs killed five U.S.
soldiers in two separate incidents
in southern Afghanistan while a
candidate in September’s parlia-
mentary elections was slain in the
country’s east and another kid-
napped in the west, officials said.

n In Pakistan, unmanned U.S. air-
craft fired missiles at houses in
two different parts of the coun-
try’s northwest, killing at least 12
militants.

n In India, at least 17 people have
been killed after a bus veered off
a mountain road and plunged into
a river in Kashmir.

n China criticized efforts by the
Obama administration to establish
a legal process to resolve disputes
between Asian nations over claims
in the South China Sea.

n In Thailand, a bombing in
Bangkok’s central commercial dis-
trict killed one person and left 10
wounded, after the close of poll-
ing in a parliamentary by-election
in which a member of the ruling
Democrat Party defeated an anti-
government “Red Shirt” protest
leader for a seat representing a
large section of the Thai capital.

n The South Korean and U.S. mil-
itaries began a four-day naval drill
off the east coast of South Korea,
an exercise devised after the
countries concluded in May that
North Korea was responsible for
sinking a South Korea patrol ship
earlier this year.

i i i

Africa

n In Uganda, U.S. Attorney Gen-
eral Eric Holder pledged contin-
ued support for African peace-
keeping efforts in Somalia, as
Uganda’s president urged African
leaders to unite against terrorism
just weeks after Somali militants
set off twin bombings in Uganda.

n The leader of a group affiliated
to al Qaeda in North Africa said it
has killed a French engineer taken
hostage in Niger in April.

i i i

Australia

n Australia’s new prime minister,
Julia Gillard, reaffirmed her cen-
ter-left Labor government’s com-
mitment to curbing greenhouse-
gas emissions, unveiling a range
of interim measures to green up
the economy before a carbon cap-
and-trade scheme is in place.

WORLD WATCH

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

Fanned by strong winds, a fire swept through 900 hectares of pine forest and scrubland near Marseille in the south of France. The blaze was under control by late Sunday afternoon.
Reuters

In Southern France, firefighters manage to bring huge forest fire under control
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Germany investigates fatal stampede
Local authorities and organizers

of Europe’s biggest electronic-music
event faced harsh criticism for their
handling of a massive crowd after at
least 19 people died and 342 were
injured in a stampede at the “Love
Parade” techno festival in Germany
on Saturday.

The death toll continued to climb
Sunday as organizers, German offi-
cials and police defended their deci-
sion to use a narrow roadway tunnel
as the lone entrance for hundreds of
thousands of revelers trying to
reach the festival grounds in the
western German city of Duisburg.

The tragedy has stunned Ger-
many, a safety-conscious country
usually adept at organizing large
street parties and other public
events without mishap.

As hospitals treated many of the
injured, German public prosecutors
opened an investigation into what
caused the crowd of young partygo-
ers to panic and stampede in the vi-
cinity of the tunnel.

“This absolutely didn’t need to
happen,” said Matthias Roeingh, a
DJ known to most Germans as Dr.
Motte, who founded the Love Parade
festival in Berlin in 1989.

“I put a lot of blame on the orga-
nizers,” said Mr. Roeingh, who
wasn’t involved in this year’s event
and didn’t attend. “This entry street,
which brought people together at
the tunnel, and the security at the
entrance created a pileup. People
couldn’t move forward or back.
Those were the conditions that let
this panic break out,” he said.

“I think now we need a very
thorough investigation of how it
came to this,” German Chancellor
Angela Merkel said Sunday. “We
have to do everything we can so that
something like this isn’t repeated.”

Duisburg city officials approved
the use of the site, planned the
crowd flow and were responsible for
managing it. Duisburg’s mayor, Adolf
Sauerland, appealed at a news con-
ference on Sunday for the public “to

give the investigating officials the
time they need to do their work, and
not to assign blame hastily.”

As many as 1.4 million people de-
scended on Duisburg for the party
Saturday, according to German me-
dia reports, and the stampede
started around 5 p.m. local time,
shortly after police closed the tunnel
because the festival grounds were
too full. Police told those in the tun-
nel over loudspeakers to turn
around and walk out from the direc-
tion they came, according to German
media reports.

Duisburg police chief Detlef von

Schmeling declined to confirm the
size of the crowd or that police
sealed off the tunnel and told people
to turn around just before the stam-
pede. He said none of the vic-
tims—who include citizens of Aus-
tralia, Bosnia-Herzegovina, China,
Italy, the Netherlands and Spain as
well as Germans—died in the tunnel
itself, but that they fell from metal
steps or were crushed against a bill-
board on the hillside outside as they
tried to climb away from the swell-
ing crowd.

Footage on broadcaster N-TV
showed people clambering over

metal barricades and up a steep hill-
side outside the tunnel.

German police union leader
Rainer Wendt said in an interview
on the Bild newspaper’s website that
he warned Love Parade organizers
more than a year ago that Duisburg
was “too narrow, too small to handle
this mass of people.”

Ms. Merkel said she was “horri-
fied and saddened by the suffering
and the pain.”

Pope Benedict XVI, a native Ger-
man, expressed his sorrow during
his weekly blessing, and said he was
praying for the victims.

The Love Parade was a Berlin in-
stitution during the 1990s, drawing
techno fans and party-seekers from
around the world to follow semi-
trailers converted into rolling dance
clubs.

This year was the first time the
festival was held in Duisburg.

Rainer Schaller, one of the orga-
nizers, said Sunday it would be the
last Love Parade. “It will always be
overshadowed by yesterday’s
events,” said Mr. Schaller, part of a
small group of people who handle
funding for the Love Parade. “It’s
over for the Love Parade.”

BY PATRICK MCGROARTY

A man puts a candle Sunday at the tunnel where partygoers were crushed in a stampede near the Love Parade festival in Duisburg, Germany. At least 19 died.
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Putin sings praises of—and with—10 spies
MOSCOW—Russian Prime Minis-

ter Vladimir Putin said he sang pa-
triotic Soviet songs with the 10 un-
dercover agents who were deported
from the U.S. in a recent spy swap,
and he declared that their capture
by the Federal Bureau of Investiga-
tion was “the result of treason.”

In Russia’s first official comment
since the agents landed in Moscow
on July 9 and vanished from public
view, Mr. Putin said he knew who
was responsible for the betrayal.

“Traitors always end badly,” he
said. “They finish up as drunks, ad-
dicts, on the street.”

Mr. Putin, a former KGB colonel,
spoke to reporters Saturday during
a visit to Ukraine. His remarks were
posted Sunday on the Russian gov-
ernment’s website.

Pressed by the reporters to say
how he would deal with the alleged
traitors, the Russian leader replied:
“This cannot be decided at a press
conference. The secret services live
by their own laws, and those laws
are well known to all secret service
co-workers.”

Intelligence analysts have been
intrigued by the question of how the

FBI busted a network to which Rus-
sia had apparently devoted abun-
dant time and resources. The 10 “il-
legals” arrested June 27 and charged
with conspiring to act as secret Rus-
sian agents were exchanged for four
Russians convicted or suspected of
passing secrets to the West.

According to the FBI complaint,
the 10 agents had blended into
American life and held ordinary jobs
while working for Russian intelli-
gence, mainly to compile data on
people who could be later recruited
as spies. Seven had used false iden-
tities; some had been monitored for
as long as a decade.

“The Russians have to wonder
how American security got onto
them,” said Harvey Klehr, an Emory
University professor and co-author
of “Spies: The Rise and Fall of the
KGB in America.” “Did they intercept
covert radio transmissions? Was
there some error in the false docu-
ments the Russians used? Did ‘legal’
Russian agents from the embassy
who met covertly with these ‘ille-
gals’ make some kind of tradecraft
error? Or does the CIA have a mole
inside Russian intelligence?”

Others have speculated that the
late Sergei Tretyakov, the former

Russian officer who ran espionage
activities in New York under the
guise of a press attaché at the U.N.
mission, may have blown the whistle
on the spy ring after his defection in
2000. Questions have arisen about
the loyalty of Christopher Metsos,
the 11th alleged Russian spy arrested
in the case, after he jumped bail in
Cyprus and vanished.

Some analysts say Mr. Putin may

have been referring to Mr. Tretya-
kov, who died of a heart attack last
month, when he said Saturday that
a traitor recently “ended his exis-
tence abroad, and it was not clear
what the point of it all was.” Mr. Pu-
tin didn’t elaborate.

Mr. Putin’s spokesman, Dmitry
Peskov, declined to comment on
what the prime minister had learned
about the ring’s detection. “This is a
matter for the Russian intelligence
agencies, not the prime minister’s
office,” he said.

Mr. Peskov also declined to com-
ment on a report by RIA-Novosti, a
government news agency, that the
10 deported agents would be given
lie-detector tests. He said he didn’t
believe any agent was under con-
finement or suspected of betrayal.

American lawyers for three of
the agents say their clients have no
restrictions on their movement but
prefer, for now, to stay out of public
view. Anna Chapman, the 28-year-
old Russian who became a tabloid
star after her arrest, has had little
contact with Russian officials since
landing in Moscow in the spy swap,
her lawyer told the Associated Press
on Thursday. American lawyers for
the other seven haven’t commented

on their situation.
Russians following the swap have

debated whether the deported
agents should be treated as heroes
or failures. Mr. Peskov said “that
question was not on the agenda” of
Mr. Putin’s two-hour meeting in
Moscow with the agents during the
first week after their arrival.

In his remarks to reporters, Mr.
Putin voiced sympathy for the de-
ported spies. He said their superiors
would conduct a comprehensive as-
sessment of their work, but added:
“I am sure they will work in decent
places. I am sure they will have an
interesting and bright life.”

During his meeting with the
agents, Mr. Putin said, “We talked
about life. We sang ‘From Where the
Motherland Begins,’ ” a popular
1960s song made famous in a Soviet
film about a Soviet spy working in
Nazi Germany. “And other songs
with a similar content.”

He said the 10 agents “had a
tough life” in America.

“Just imagine.…You have to mas-
ter a foreign language as your own,
think and speak it and fulfill tasks in
the interest of the motherland for
many years without counting on dip-
lomatic immunity.”

BY RICHARD BOUDREAUX

Vladimir Putin speaks on Saturday.
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THE QUIRK

C ONSUMING alcohol is illegal on
this city’s famous beaches.
But, thanks to a loophole au-

thorities are now trying to close,
drinking a short distance from
shore is not. That’s why, on a re-
cent Saturday afternoon, Jon
Kraemer sat atop an inflated air
mattress, sipping a Bud Light he
pulled from a floating cooler.

The 26-year-old pharmaceuti-
cal salesman was tipsy and care-
free and dangling his feet in the
water, despite the dozen police of-
ficers standing on shore making
sure no booze was consumed on
land. “This is the best day ever,
that’s all I have to say,” said Mr.
Kraemer.

San Diego’s float parties are a
case study in the law of unin-
tended consequences. Fed up with
litter and drunkenness on its
beaches, San Diego’s city council
in 2007 passed a one-year ban on
beach drinking. Voters made the
ban permanent a year later. But
there was an oversight: The ban
defines “beach” as “the sand or
land area bordering the water of
an ocean or bay.” The wording in-
advertently created a drinkers’ ha-
ven in the water.

Dozens of large and small
drinking-and-floating events have
been held since mid-2008. Many
of them, including one recent
weekend’s, are organized anony-
mously through Facebook, the so-
cial networking site.

Police say that when the par-
ties started, they checked with the
city attorney’s office about
whether they were legal. It con-

cluded that, indeed, drinking in
the water isn’t the same thing as
drinking on the beach. “If you’re
floating, you’re good,” says Chris
Ball, captain of the San Diego po-
lice department’s northern divi-
sion.

But the days of boozy float
parties—dubbed “Floatopia”—may
soon be over. The council’s public
safety and neighborhood services
committee recently passed a pro-
posal to amend the drinking ban
so it extends to “bathers,” a cate-
gory that includes almost anyone
not in some sort of boat, including
kayaks and canoes. On Monday,
the full council is expected to vote
on making it “unlawful for any
bather to consume any alcoholic
beverage within one marine
league of any beach.” A league is
about three-and-a-half miles, or
about six kilometers.

“Now we have to take [the al-
cohol ban] a step further,” says

Tony Manolatos, a spokesman for
city councilman Kevin Faulconer,
who represents several of San Di-
ego’s beach communities, includ-
ing Ocean Beach and Pacific
Beach.

San Diego isn’t the first beach
community to grapple with
Floatopia, though the city’s par-
ties are unique in that they were
created purely to dodge the law.
Santa Barbara County, which had
been dealing with float parties
since 2005, last year banned alco-
hol on Isla Vista beach and 100
yards (about 90 meters) into the
water.

San Diego’s parties are held in
small bays that extend inland,
rather than the city’s kilometers
of oceanfront. In the bays, calm
waters and the absence of waves
facilitate Floatopia drinking. Most
floaters congregate right off land
in water just a few feet deep.

The largest Floatopias have at-

tracted roughly 3,000 floaters,
many of whom drink way too
much. As the day wears on,
beaches fill up with trash, beer
cans and weary drinkers napping
on slowly deflating rafts.

Extra police and lifeguards cost
the city tens of thousands of dol-
lars. “If you slip off and the first
deep breath you take is seawater,
chances are you’re not coming
back up,” says Capt. Ball. “That’s
what we’re concerned about.” No-
body has drowned so far.

Most of San Diego’s Floatopias
happen in and around Pacific
Beach—known as P.B.—a young,
raucous neighborhood of bunga-
lows and a 3.2-kilometer-long
strip of bars that ends at the Pa-
cific Ocean. Back when beach
drinking was still allowed, P.B.’s
Fourth of July celebrations had so
many alcohol-related arrests that
police brought in a recreational
vehicle outfitted with temporary
jail cells.

The alcohol ban has calmed
things down. On July 4, the mo-
bile jail got little use and won’t be
returning next year, Capt. Ball
says. “The beaches are just tran-
quil now,” says Jerry Hall, a Pa-
cific Beach resident who favored
the alcohol ban.

The water, however, is a differ-
ent story. Booze abounded at a re-
cent weekend’s Floatopia. Floats
ranged from a barely buoyant
blow-up doll to an inflatable deck
that hosted a small dance party.
Floating tables made possible
games of “beer pong,” a drinking
game in which players toss ping-
pong balls across a table hoping
to dunk them in opposing cups.

Kim Rampaul, 24, came with a

two-seater float that has dual cup-
holders and a built-in cooler. Mr.
Rampaul, a college student and
Floatopia veteran, was lathered in
sunblock and brought along beer,
snacks and Gatorade. Like most
floaters, Mr. Rampaul uses rope to
tie his float to friends’ floats, cre-
ating a bobbing lounge. “It’s just
fun that we’re allowed to do this,”
he says. “It’s like you can’t touch
us, we’re in the water.”

San Diego’s Floatopias have
murky origins. One of the first
people to publicize the loophole
was Bradford Boyle, then an infor-
mation technology engineer, in
mid-2008. Mr. Boyle, 28, had been
told that drinking in the water
was a way of dodging San Diego’s
now-defunct rules prohibiting
drinking on the beach before
noon. Later, when the broader al-
cohol ban was passed, Mr. Boyle
figured the same logic could be
used to legally drink near but not
on the beach.

After confirming the loophole
with police and lifeguards, he
shared the discovery on a per-
sonal website, and the idea
spread. Mr. Boyle is now pursuing
an M.B.A. degree and says he isn’t
organizing Floatopias any more.
“It’s just gotten out of control,” he
says.

Perhaps surprisingly, that view
is shared by a number of Floato-
pia participants. Mr. Rampaul, for
instance, says that despite his
love of drinking and floating, par-
ties have gotten so big, the city
council had to extend the alcohol
ban into water. “Unfortunately, it
makes sense,” said Mr. Rampaul.
“Floating? Drinking? That’s just
not going to work out.”

BY CONOR DOUGHERTY
San Diego

San Diego’s boozy flotilla runs aground

San Diego’s offshore parties are an
unintended consequence of a

crackdown on bad onshore behavior.

Sandy Huffaker for The Wall Street Journal (2)

Tough enforcement of a ban on beach drinking has driven partyers offshore.
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SPORT

The UEFA Champions
League preliminary rounds be-
gin this week featuring a series
of mismatches that can make
betting tricky. Belgian giant An-
derlecht faces Welsh Premier
League champion TNS, a team
whose stadium holds just 2,000
fans. Elsewhere, Dynamo Kiev
is expected to ease past Bel-
gium’s Gent and Ajax Amster-
dam will be confident of beat-
ing Greece’s PAOK Salonika.

One of the more interesting
games pits Portuguese club
Braga against Glasgow Celtic. A
glance at the respective honors
boards suggests a huge dispar-
ity in quality. Braga has just
one major trophy to its name,
winning the 1966 Portuguese
Cup, while Celtic has won 90
trophies in Scotland and
hoisted the European Cup in
1967.

However, going into this
week’s game, bookmakers can’t
choose between the sides: Each
is 11/13 to qualify with Bwin.

Braga, which has often fea-
tured in the UEFA Cup in previ-
ous seasons, finished as run-
ners-up in Portugal’s 2009-10
Liga season. The team was un-
defeated at home during the
league season and only drew
once. Meanwhile, Celtic’s away
form domestically proved its
undoing, with six losses on its
league travels.

A strategy for this tie is to
back Braga at evens on Betfair
to win at home. Then, should
the scores remain close, and es-
pecially if Celtic scores an away
goal, back Neil Lennon’s side to
qualify at enhanced odds due
to its record at Parkhead.

Tip of the day

9

Source: Infostrada Sports

Neil Lennon
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Kazakhstan looks for Tour lift
Victory in cycling’s most famous race shows there’s more to the country than Borat

How do you change perceptions
of a little known country formed
largely by a hugely popular movie
that ridiculed it? For Kazakhstan,
part of the answer is to win profes-
sional cycling’s biggest prize, the
Tour de France.

While Alberto Contador moved
closer to joining the pantheon of cy-
cling greats by winning his third
Tour in four years Sunday, capping
a banner summer for Spanish sport,
the celebrations in Kazakhstan were
almost as great.

That is because Mr. Contador
rides for the Astana team, named
after Kazakhstan’s capital city, and
bankrolled by the state-owned hold-
ing company, Samruk-Kazyna.
Kairat Kelimbetov, Samruk-Kazyna’s
chief executive officer, is responsi-
ble for the performance of 400 com-
panies that between them account
for almost half of the central Asia
nation’s economy, and range from
banks to oil and gas companies.

He is also the head of Kazakh-
stan’s cycling federation, and partly
responsible for boosting Kazakh-
stan’s appeal to foreign investors.
The €15 million ($19.3 million) that
Samruk-Kazyna spends on the
Astana team each year is intended
to advance both those roles.

Many people are aware of Ka-
zakhstan only as the home of the
bewildered naif who stumbles
through America in Sacha Baron Co-
hen’s 2006 movie “Borat: Cultural

Learnings of America for Make Ben-
efit Glorious Nation of Kazakhstan.”

Real-world Kazakhstan lies south
of Russia, and neighbors Uzbekistan,
Turkmenistan and Kyrgyzstan. By
contrast, cycling’s great con-
tests—the Tour, the Giro d’Italia and
the Vuelta a España—are firmly an-
chored in western Europe.

“Kazakhstan is trying to be part
of the European space,” Mr. Kelim-
betov said. “It has a program—the
way to Europe. This image is a part
of that.”

Mr. Contador won the Tour in
the mountains, dueling with Luxem-
bourg’s Andy Schleck in the Pyré-
nées. Cycling fans like nothing bet-
ter than watching two strong riders
trying to break each other on relent-
less climbs, and the battle between
Messrs. Contador and Schleck on
the Col du Tourmalet Thursday
ranks among the best.

When Octave Lapize became the
first rider to climb Tourmalet in
1910, he used what energy he still
had left to tell Tour officials that
they were murderers—“Vous êtes
des assasins.”

Cyclists still feel the same way,
particularly given that they were
forced to climb Tourmalet twice in
the Tour’s centenary year, but it
makes for great television, and
that’s good for Astana.

“With the Tour de France, 30% of
the time people talk about Astana,
and that is part of the image of our
country,” Mr. Kelimbetov said. “It
opens up investment opportunities

for our country. People know about
Astana, they know about Samruk-
Kazyna.”

While Mr. Contador is Astana’s
most successful cyclist, half of its
roster is Kazakh. The most success-
ful among them is Alexander Vino-
kourov, known as Vino. His misfor-
tune was to arrive when Lance Arm-
strong was at his peak, and Mr. Vi-
nokourov’s best finish in the Tour
was third place in 2003. But he won
the Vuelta a España in 2006, before
joining Astana in 2007. Like some
cyclists at that time, he was tested
positive for blood doping, banned
for a year and announced his retire-
ment in December 2007.

However, he returned to Astana
and cycling this year, winning the
Liege-Baston-Liege one-day classic,
and played a big part in Mr. Conta-
dor’s victory in the Tour, during
which he won stage 13.

“A lot of young guys want to be
as famous as Vino,” Mr. Kelimbetov
said.

Mr. Armstrong rode for Astana
during his 2009 comeback year, as
did fellow American Levi
Leipheimer.

Unlike many of its neighbors in
Central Asia, Kazakhstan was hit
hard by the financial crisis. Before
the global financial crisis, a number
of Kazakh banks borrowed heavily
in international debt markets, and
ran into trouble when access to that
funding source dried up, forcing
Samruk-Kazyna to come to their
rescue.

Samruk-Kazyna now owns major-
ity stakes in Bank Turan Alem, or
BTA, and Alliance Bank, among oth-
ers. But it will be some time before
many of those banks will bring in
the kind of price Samruk-Kazyna is
aiming for, not least because the
strong international banks it wants
as buyers aren’t in a position to pay.

But the Kazakh economy has
bounced back. The European Bank
for Reconstruction and Development
Thursday raised its growth forecast
for 2010 to 4% from 3.5%, and ex-
pects the economy to expand by
5.3% in 2011.

“The economy in Kazakhstan is
... swiftly recovering,” the EBRD
said. “Medium-term prospects for
Kazakhstan remain good as the
large Kashagan oilfield is expected
to start production in 2013 or even
late 2012. There is also potential for
expanding uranium, copper and
grain production.”

The start of production in
Kashagan oil field, will be a major
step in a process that the govern-
ment expects will see Kazakhstan’s
oil production triple over the next
10 to 15 years, making it one of the
world’s 10 largest oil-producing na-
tions.

But it needs foreign investment
to exploit that opportunity. Accord-
ing to the United Nations, foreign
investment in Kazakhstan fell to
$12.7 billion in 2009 from $15.8 bil-
lion in 2008. Cycling is major part
of the government’s effort to market
the Kazakh brand.

BY PAUL HANNON

Alexander Vinokourov (on the right) trains in Haveluy, northern France, with other riders from the Astana team, last month.
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Scotland asks U.S. for Lockerbie papers

Preaching austerity from Poland
WARSAW—Poland’s central-bank

governor said that as Europe’s econ-
omies begin to recover from the
punishing global downturn, their
governments need to start cutting
spending and reducing debt loads.

Countries that stray from a strict
path of tighter fiscal controls—as
Hungary appears to be doing—could
risk harming neighbors, said Marek
Belka, a former senior International
Monetary Fund official now at the
helm of the National Bank of Poland.

“What happens in neighboring
countries is a problem for us,” Mr.
Belka said in an interview. Confi-
dence in the entire region can be
shaken if investors don’t adequately
differentiate among countries, he
said. And losses in one country can
prompt sales in another, pushing
currencies and assets down.

The Polish zloty has been
dragged down against the euro in
tandem with fluctuations in the
Hungarian forint. The latest such
episode occurred last Monday, when
the forint fell 3% against the euro
after the IMF and EU walked out of
talks with Budapest, saying it wasn’t
doing enough to cut spending.

Mr. Belka said most of the aus-
terity programs proposed by Euro-
pean governments are fairly moder-
ate, with cutbacks phased in over
years. “We are not talking about
something that will derail the recov-
ery,” said Mr. Belka, who previously
served as Poland’s prime minister
and finance minister. Countries that
implement austerity measures “may
have somewhat more moderate
growth, but the benefit is to avoid
complete collapse” in financial mar-
kets, Mr. Belka said. “I think there is
little choice, especially in Europe.”

Poland is the largest of the for-
mer Communist eastern-bloc coun-
tries to have joined the European

Union. It is also the only EU nation
whose economy expanded in 2009.

In the wake of the economic cri-
sis, the zloty devalued, making Pol-
ish exports relatively less expensive
for buyers abroad, and in turn help-
ing buoy Poland’s manufacturing
sector. Domestic demand remained
healthy.

Mr. Belka said he believes that
Polish central-bank growth esti-
mates for this year of 3%, and 3.5%
for 2011, are conservative. He said
the bank’s early fears of a jobless
recovery seem to be unfounded.

Poland’s resilience in the face of
the downturn should make it easier
to narrow the budget deficit, Mr.
Belka said, and has been nudging
the Polish government, led by Prime

Minister Donald Tusk, to move
faster to do that. Initial estimates
were that Poland’s overall budget
deficit would be about 6.9% of
gross-domestic-product this year.

He said that as expansion in Po-
land gains steam, the country
should shrink that gap significantly.

With other European countries
having trouble raising money or
paying more to borrow, Poland
needs to strengthen its finances, Mr.
Belka said.

According to the latest targets
issued by the country’s Finance
Ministry, Poland’s public-finances
deficit is expected to be 5.9% of GDP
in 2011, and to fall to 2.9% in 2012.

In 2009, total outstanding public
debt was equivalent to 50.7% of an-

nual GDP. The fiscal-deficit figures
include the impact of transforming
Poland’s pension system, because
some contributions into the system
now go into private funds, leaving
the state-run system with a funding
shortfall.

“We have to do something. But
we are not in a position where we
have to do it in a desperate way,”
Mr. Belka said. Still, he said the gov-
ernment should act now to address
structural budget issues.

“I think that we live in a moment
when we can have the right to a lit-
tle bit of pride—that we are more
resilient and more resistant to cri-
sis,” Mr. Belka said. “But we
shouldn’t mix pride with hubris.
That, we cannot afford. No one can.”

BY GORDON FAIRCLOUGH
AND MALGORZATA HALABA

Poland’s central-bank governor, Marek Belka, advises Europe’s economies to trim spending and reduce debt loads.
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LONDON—Scottish First Minister
Alex Salmond called on the U.S. on
Sunday to declassify documents re-
lated to Scotland’s release last sum-
mer of convicted Lockerbie bomber
Abdel Baset al-Megrahi.

Both the Scottish and U.K. gov-
ernments have released documents
sent in the lead-up to last summer’s
decision to release Mr. Megrahi, but
U.S. correspondence with the U.K.
and Scottish governments remains
classified. Mr. Salmond’s call to re-
lease the documents comes ahead of
a U.S. Senate hearing this week on

Scotland’s decision to release Mr.
Megrahi, the former Libyan security
agent convicted in the 1988 bomb-
ing of Pan Am Flight 103, which
killed 270 people, including 189
Americans, when it exploded over
Lockerbie, Scotland.

“We don’t normally release dip-
lomatic correspondence,” U.S. State
Department spokesman P.J. Crowley
said Sunday.

“The decision to release Megrahi
was made by Scottish authorities
against the clear wishes of the U.S.,”
Mr. Crowley said. “The burden is on
Scottish authorities to explain why
they made the decision that they
made. ...In all correspondence and in
all conversations, we opposed Me-
grahi’s return to Libya.”

The Scottish government in Au-
gust released Mr. Megrahi on the
grounds that he was suffering from
terminal prostate cancer and likely
had no more than three months to
live. More than 11 months after his
release, Mr. Megrahi remains alive
in Libya.

Mr. Salmond’s remarks, made on
Sky News, came after London’s Sun-
day Times reported that a senior of-
ficial at the U.S. Embassy in London
wrote to the Scottish government to
say the U.S. wanted the Lockerbie
bomber to stay in jail, but that in
the event Mr. Megrahi were to go
free, the U.S. government preferred
he be discharged under Scotland’s
provision for compassionate re-

lease—and not under the terms of a
Prisoner Transfer Agreement be-
tween the U.K. and Libya.

While he didn’t discuss the U.S.
letter, Mr. Salmond confirmed Sun-
day that this was the American po-
sition in the lead-up to the August
2009 decision to release Mr. Me-
grahi. The Scottish government re-
jected Mr. Megrahi’s Prisoner Trans-
fer application, and instead granted
him compassionate release, citing
the likelihood that he would soon
die.

President Barack Obama said in a
meeting with Prime Minister David
Cameron last week that all the facts
on the Lockerbie bomber’s release

must come out. Mr. Cameron has
said Downing Street will see if it has
any more documents to release. The
Obama administration hasn’t re-
leased its communications on the
matter.

Though Mr. Megrahi wasn’t re-
leased under the Prisoner Transfer
Agreement, it has become contro-
versial because embattled oil giant
BP PLC admitted to lobbying the
British government to speed its pas-
sage in late 2007.

Scotland, the U.K. and BP have
all said that the oil company had no
connection to Mr. Megrahi’s release.

—Jared Favole in Washington
contributed to this article.

BY PAUL SONNE

Labor laws
restraining
EU firms,
report says

European businesses are strug-
gling to compete with U.S. rivals,
which are far more agile at maxi-
mizing profit from their investment
in people, according to new research
that warns firms in the EU are being
hampered by strict labor laws.

The findings, from a report on
employee efficiency by Pricewater-
houseCoopers LLP, shows that
Western European companies are
failing to compete with their global
rivals and lack the key skills to op-
erate in the new global business en-
vironment.

The report analyzed data drawn
from more than 10,000 companies in
40 countries to measure the pretax
profit produced for every pound,
euro or dollar paid out in remunera-
tion known as the “human capital
return on investment,” or HC ROI.

It shows that during the uninter-
rupted growth years of 2002 to
2006, HC ROI rose by a relatively
modest 4.6% in the U.K. and 8.3% in
Western Europe. In the U.S., the
measure leapt 19.8%.

Moreover, in 2008, with the mar-
kets suffering after the slowdown,
the index fell 2.8% in the U.K. and
1.7% in Western Europe, but held
steady in the U.S.

Richard Phelps, a partner at
PricewaterhouseCoopers, said U.S.
companies “have proved better at
flexing employment costs to market
conditions,” citing their ability to
adjust staff numbers and salaries. In
the U.K. and Western Europe, the
more regulated environment pre-
vents such agility, he said.

The PwC research suggests that
the dilemma for many governments
in mature economies, specifically in
Western Europe, is how they will
balance entrenched social well-be-
ing policies while competing with
more highly productive and lower-
cost territories, such as China, In-
dia, Brazil and Russia. For Western
Europe, the recession has high-
lighted how powerful and agile com-
peting countries have become. Gov-
ernments will need to ensure that
elements such as employment law,
taxes and education standards are
structured to attract employers and
key talent, the report says.

It suggests numerous possible
avenues for increasing HC ROI.
These include investigating the utili-
zation of overtime; reviewing absen-
teeism; adjusting the balance of full-
time, part-time staff and contract
workers; assessing benefits struc-
tures, and facilities and overhead
costs.

“While many companies invari-
ably made job cuts to survive the re-
cession, some employers introduced
cost-saving initiatives with similar
results but with less pain,” Mr.
Phelps said. “Either way, the down-
turn has highlighted the need for
companies to have a clear idea of
the contribution their people make
to the bottom line. A fact-based ap-
proach can help ensure decisive and
transparent decision making.

“However, companies need to en-
sure employees remain engaged
during any subsequent changes as
their support is equally vital to re-
turn on work-force investment,” he
added.

BY WILLIAM LYONS

Scottish First Minister Alex Salmond, shown in Edinburgh in March
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Samsung’s Galaxy S smartphone is worthy iPhone rival
The war of the super-smart-

phones continues to heat up, and,
at the moment, most of the com-
bat seems to be between Apple’s
iPhone and the multiplying array
of competitors running Google’s
Android operating system.

Despite the weak economy,
consumers seem to crave these

hand-held com-
puters. Apple
last week said it
can’t make

enough of its new iPhone 4 mod-
els to meet strong demand. HTC,
the Taiwanese-based manufac-
turer behind many of the better-
known Android phones, also is
struggling to meet demand.

Now, the Korean electronics gi-
ant, Samsung, has begun rolling
out an impressive new line of
iPhone competitors that run on
Android. These new super-smart-
phones are called the Galaxy S Se-
ries. One of the Galaxy S models,
sold in Europe as the GT-I9000,
doesn’t have all the features of
Apple’s latest model, like a front-
facing camera for video calls or an
ultra–high resolution screen, but

is a worthy competitor. It does
have some attributes the iPhone
lacks, like a bigger screen and bet-
ter integration of social network-
ing. The phone is a multi-touch
model, and doesn’t have a physi-
cal keyboard.

For Android phone makers, a
key challenge is to differentiate

their models from others offering
the same operating system.

Samsung has chosen to do so
by combining a design that’s al-
most as thin as the iPhone 4 with
a generous, four-inch screen.
That’s significantly bigger than
the iPhone’s 3.5-inch display.

In my tests, phone calls were
crisp and clear. The five-megapixel
camera took sharp pictures. The
camera also did a fine job with
video, which is high definition.
Battery life was good, though not
exceptional.

The screen on the Galaxy S is
based on a different technology
than those on most other smart-
phones. It’s called Super AMOLED,
and Samsung claims it has better
color reproduction, contrast, out-
door visibility and brightness. To
my eye, the Galaxy S screens did
look very good, but seemed no
better, indoors or outdoors, than
the iPhone 4’s screen and were
slightly less sharp.

Samsung has also added some
of its own touches to Android. Us-
ers can add Samsung “widgets,”
such as a Buddies Now module
that quickly allows access to your
closest contacts. There’s also

something called the Social Hub,
which integrates social-network-
ing updates and media with con-
tact entries. This is a common fea-
ture on Android and Palm phones,
but isn’t present on the iPhone.

While it’s improving rapidly,
Android still isn’t quite as smooth
as the iPhone’s software, and on
some Android models I’ve tested,
it can slow down or have a jerky
quality. Not so on the Galaxy S.
Performance in every function I
tested was snappy.

Another nice touch on the Gal-
axy S is a generous amount of in-
ternal memory—16 gigabytes—in
addition to the common remov-
able memory card, which in this
case holds two gigabytes but can
be replaced at extra cost with a
roomier card.

Also, Samsung says the new
phone can hold up to two giga-
bytes of third-party apps, the
most I’ve seen on an Android
phone, which, unlike the iPhone,
places limits on total app storage.

Like other Android phones, the
Galaxy S models offer around
65,000 third-party apps, including
popular titles like the Kindle e-
book reader and Facebook. That’s

far fewer than the iPhone’s
225,000 available apps, but well
above the measly 7,000 or so apps
available for the BlackBerry.

There are some drawbacks.
Like other Android phones, the
Galaxy S doesn’t come with a pro-
gram like iTunes, which allows
easy synchronization with content
on a PC or Mac. You can plug the
phones into a computer for man-
ual transfer of files, but this only
works smoothly on Windows PCs.
On Macs, you must turn on some-
thing called “USB debugging” to
make this work.

I also wasn’t crazy about the
home, search and other buttons
on these phones, which are found
on a panel below the screen but
not easily visible until you touch
the panel and light the buttons
up. That, in effect, means you
have to touch twice to use them.

Still, for consumers who prefer
Android, the Galaxy S presents an
appealing alternative to the
iPhone.

Find all of Walt Mossberg’s
columns and videos online
at walt.allthingsd.com.
Email him at mossberg@wsj.com.

BY WALTER S. MOSSBERG

The Samsung Galaxy S GT-I9000.
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played my social-networking con-
tent, even if I had recently
checked Facebook or seen the lat-
est updates from Twitter.

Users can flip through pages
with right-to-left swipes, which
give the illusion that the current
page creases in its center as one
side of the page flips up and over.
If you flip slowly, you can read
both sides of a page at once,
which looks incredibly cool.

By touching on one status up-
date, you can open a pop-up
screen that shows comments
made by other friends on Face-
book; on Twitter, this menu shows
who has retweeted a post. Here,
too, you can hit a button to “like”
a Facebook update, favorite it on

Twitter, retweet a tweet or
email an item to others. If one of
your friends is too “noisy,” you
can click a button to hide that
person’s updates.

A strip of dots at the bottom of
each Flipboard page provides a
place where you can drag a finger
and skip ahead in the Facebook or
Twitter feed timeline. Since I reg-
ularly check Facebook on my com-
puter and BlackBerry, I found a lot
of content on Flipboard that I had
already viewed. Flipboard’s co-
founder and CEO Mike McCue said
the company is considering ways
of marking certain content as al-
ready read. On Twitter, I follow
over a hundred people, so Flip-
board’s content was always fresh.

Photos shared on Facebook and
Twitter are illustrated on Flip-

grown accustomed to relying on it
as a favorite method for checking
friends’ updates and news up-
dates. This free iPad app can be
downloaded from Apple’s App
Store.

One downside to Flipboard is
that it doesn’t cache content for
you to read when you’re offline.
Other iPad apps, like The Wall
Street Journal, do this, and have
saved me on countless occasions
when my iPad isn’t in a Wi-Fi
zone and isn’t loaded with new
material to read. (People who own
iPads with always-on 3G network
connections won’t have this prob-
lem as often.) A Flipboard engi-
neer says that the company is in-
vestigating some degree of an
offline mode for the app.

Another Flipboard frustration
is that the app doesn’t allow
enough personal customization of
content. It mostly presents status
updates chronologically. A new
version of Flipboard, due out this
fall, will include more personal-
ized content.

One of the more outstanding
things about Flipboard is its abil-
ity to take plain-text tweets or
Facebook updates and turn them
into visuals of a shared photo or
Web link in a status message. This
means that instead of reading a
friend’s update that says, “Wildlife
news here wwf.panda.org,” Flip-
board will already have retrieved
a small sample of that website, in-
cluding images and text, to display
on a page of my digital magazine.

Flipboard’s visual effects were
so appealing that I found myself
wanting to see how the app dis-

Glancing through a beautiful
catalog or magazine reveals on
each page a new group of
thoughtfully assembled images
and words. That pleasurable expe-
rience, sorely lacking on most
websites, has been duplicated on
the iPad, which makes reading
digital magazines more like the
real thing.

Last week I tested Flipboard,
an iPad app that is a personalized

digital magazine
made up of con-
tent that relates to
you and your life.
A Flipboard is cre-

ated when the app automatically
gathers social-networking updates
from your Facebook and Twitter
accounts and displays them on at-
tractively formatted individual
pages.

If you’re not a social-network-
ing expert, you can select content
for your Flipboard from a list of
20 to 30 categories, including pho-
tography, health, technology, film,
music, food and others. Behind the
scenes, these categories are popu-
lated by Twitter lists (groups of
tweets about the same subject) se-
lected by the Flipboard team. You
can also search for specific lists
on Twitter, including lists you’ve
added to your Twitter account,
and create a section based on that
search. For now, the Contents sec-
tion of a Flipboard holds nine sec-
tions, but this will grow in future
iterations of the app.

I’ve been using Flipboard for
the past couple months, and I’ve

BY KATHERINE BOEHRET

THE
MOSSBERG
SOLUTION

board in magnified images, and a
rotating selection of certain im-
ages is chosen for the cover of
your Flipboard magazine. More
than once, I was startled to see a
friend’s new baby or family shot
on the front page of the app when
I opened it.

Flipboard does an excellent job
of taking otherwise plain content
and arranging it in a digestible
and attractive format. It could
stand to make its content more
customizable and tweaked to indi-
vidual preferences, but company
representatives say they’re work-
ing on these improvements. If you
enjoy reading news from the Web
and/or keeping up with your social
network, this app is a beautiful,
visual way to do so.

Edited by Walter S. Mossberg.
Email mossbergsolution@wsj.com.
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Humbled Haggard is back in pulpit
COLORADO SPRINGS, Colo.—The

Rev. Ted Haggard stood at a pulpit
made from stacked buckets one re-
cent Sunday and announced his res-
urrection.

Mr. Haggard was forced to resign
nearly four years ago as president
of the politically powerful National
Association of Evangelicals and to
step down from the megachurch he
founded, after admitting that he had
bought methamphetamine from, and
had a sexual encounter with, a gay
prostitute.

Once one of the most prominent
church leaders in the U.S., Mr. Hag-
gard confessed in a tortured letter,
calling himself “a deceiver and a
liar” who had long wrestled with
desires he described as “repulsive
and dark.” He signed a contract
promising to follow a path laid out
by fellow clergy: to find a new ca-
reer in a new state and to stay away
from pastoral work.

Then, his wife at his side, Mr.
Haggard left town.

He is back now. In a move that
thrilled some of his former
flock—and alarmed some of his fel-
low evangelical Christians—Mr.
Haggard and his wife, Gayle, re-
cently launched a new church in
their backyard barn, a few miles
from the enormous campus of his
old congregation.

In two months of preaching with
sacks of fence-post concrete at his
feet, Mr. Haggard, who is 54 years
old, has built a congregation of

nearly 200 people. His church, St.
James, has outgrown the barn and
this Sunday moved to a rented com-
munity center.

Ebullient as ever, bouncing with
energy, Mr. Haggard said he is back
doing what he was born to do.

“Tiger Woods needs to golf;
Michael Vick needs to be playing
football,” Mr. Haggard said as his
new congregation joined him and
Gayle in their backyard for a post-
worship picnic. Little kids, shrieking

with joy, splashed in the pool. Men
grilled burgers. Women set out
chicken salad.

“Ted Haggard,” Mr. Haggard
said, “needs to be leading a church.”

He acknowledged grave lapses of
judgment in the episode he refers to
as “my crisis.” But Mr. Haggard also
said that in his sorrow and shame,
he accepted too much guilt after the
scandal broke.

“I over-repented,” he said.
In February 2008, Mr. Haggard

asked to be released from supervi-
sion by other clergy. His former
church, New Life, consented, though
officials there put out a pointed
statement calling Mr. Haggard’s re-
covery incomplete.

The four pastors who supervised
Mr. Haggard wouldn’t comment on
his new church. New Life pointed to
an earlier statement, released in No-
vember 2008, that said, “we cannot
endorse his return to vocational
ministry.”

Mr. Haggard said that is ridicu-
lous. He portrays his encounter with
the prostitute as a massage that
went awry and said he doesn’t have
same-sex attractions. He dismisses
as a “witch hunt” the findings of his
former church that he engaged in a
pattern of misconduct, including
sordid talk and inappropriate rela-
tionships. (He said his only fault
was cracking a few crude jokes.) But
his assurances have raised some
eyebrows.

“I’m still skeptical that the whole
sorry story has come out in full,”
said Tim Morgan, an editor at the
evangelical magazine Christianity
Today.

Others fear the pressures of
leading a congregation will grind
down any defenses Mr. Haggard may
have built up against temptation.

“We become enamored with our
own successes,” said Larry Magnu-
son, who counsels pastors in crisis
at SonScape Retreats, outside Colo-
rado Springs. “We fall back into the
same traps.”

Friends say Mr. Haggard has ma-
tured.

“He has a humility of spirit and a
recognition of how gripping sin can
be in a person’s life,” said Paul
DeVries, president of New York Di-
vinity School, an evangelical semi-
nary in Manhattan.

BY STEPHANIE SIMON

Mr. Haggard, preaching recently in his Colorado barn, has built a congregation of nearly 200 people.
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White House raises
2011 deficit forecast

The White House raised its fore-
cast for the fiscal-2011 budget defi-
cit to $1.4 trillion, or 9.2% of the
economy, adding new fuel to the po-
litical battle over how to tame the
flood of red ink.

The broad review of the Obama
administration’s February budget
numbers will provide fodder for No-
vember’s midterm elections, in which
the deficit looms as a major issue,
and for a bipartisan presidential
commission on the debt expected to
deliver recommendations on Dec. 1.

The 2011 deficit projection was
up from the $1.267 trillion forecast
in February. The forecast for the
current year of $1.47 trillion actu-
ally fell $85 billion from the Febru-
ary forecast. The following three
years were adjusted upward. Over
10 years, the White House is pro-
jecting $8.5 trillion of additional
debt, slightly down from the previ-
ous forecast.

The deficit is likely to be the
centerpiece of White House policy-
making after the elections, which
are expected to cost President Ba-
rack Obama his large Democratic
majorities in Congress and possibly
control of at least the House. Con-
gress must also decide what to do
with former President George W.
Bush’s tax cuts, all of which are set
to expire Dec. 31.

Under the new projections, fed-
eral debt held by the public would
reach 77.4% of gross domestic prod-
uct by 2020, and deficits, after fall-
ing in the middle of the decade,

would again be on the rise, to $900
billion that year, or 3.8% of GDP.

The White House expects the un-
employment rate to stay high, fall-
ing only to 8.1% in 2012, when Mr.
Obama is expected to stand for re-
election. Economic growth is ex-
pected to be 3.2% this year, a faster
clip than the 2.7% projected in the
budget. But growth is now expected
to be slightly slower next year.

“The most pressing danger we
face is unacceptably weak growth
and persistently high unemploy-
ment,” said White House budget di-
rector Peter Orszag, who is leaving
the post at the end of this month.
But, he said, that is better than out-
right economic “collapse.”

The White House budget office’s
new numbers were the first to re-
flect the expected impact of the new
health-care law, the financial-regula-
tion overhaul, a remake of student
lending and other measures enacted
since the fiscal-2011 budget was
drafted. The White House said the
health-care law, heralded as a pow-
erful deficit-tamer in the long term,
is expected to add $51 billion of
debt between now and fiscal 2012.
Those increases more than offset
modest savings through 2020.

Overall, policy changes enacted
since the February budget will add
$114 billion of debt through 2020,
the White House said, a relatively
small fraction of the total, which is
dominated by the growing cost of
entitlement programs such as Social
Security and Medicare.

—Jared Favole
contributed to this article.

BY JONATHAN WEISMAN

WSJ.com
ONLINE TODAY: See photos from
the church at WSJ.com/US.

CHICAGO BOOTH MARKETERS. Our legendary pursuit of deeper
understanding, our breakthroughs in behavioral economics,
and our insights from the most comprehensive marketing
database in the academic world converge to produce the best
kind of marketers: those who drive innovation and alignment
throughout their organizations. And that’s one reason why
we’re more than a business school. We’re a business force.

CHICAGO LONDON SINGAPORE CHICAGOBOOTH.EDU/BUSINESSFORCE

WHAT KIND
OF MARKETERS
CREATE
DURABLE VALUE
AS WELL AS BUZZ?
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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 384.50 -5.75 -1.47% 705.00 343.25
Soybeans (cents/bu.) CBOT 981.50 2.00 0.20% 1,555.00 809.75
Wheat (cents/bu.) CBOT 596.25 -0.25 -0.04 762.75 442.50
Live cattle (cents/lb.) CME 94.725 0.325 0.34 96.900 86.700
Cocoa ($/ton) ICE-US 2,966 50 1.71 3,522 2,237
Coffee (cents/lb.) ICE-US 166.00 4.30 2.66 180.95 121.75
Sugar (cents/lb.) ICE-US 18.26 -0.04 -0.22 22.78 11.79
Cotton (cents/lb.) ICE-US 75.34 0.63 0.84 100.50 53.87
Crude palm oil (ringgit/ton) MDEX 2,498.00 -21 -0.83 2,555 2,250
Cocoa (pounds/ton) LIFFE 2,297 24 1.06 2,470 1,579
Robusta coffee ($/ton) LIFFE 1,730 39 2.31 1,795 1,282

Copper (cents/lb.) COMEX 318.50 2.05 0.65 366.70 166.00
Gold ($/troy oz.) COMEX 1187.80 -7.80 -0.65 1,266.50 800.00
Silver (cents/troy oz.) COMEX 1810.10 -1.90 -0.10 1,986.50 1,338.00
Aluminum ($/ton) LME 2,023.00 -1.00 -0.05 2,481.50 1,791.00
Tin ($/ton) LME 18,695.00 345.00 1.88 19,175.00 13,550.00
Copper ($/ton) LME 7,020.00 79.00 1.14 7,970.00 5,420.00
Lead ($/ton) LME 1,953.00 39.00 2.04 2,615.00 1,580.00
Zinc ($/ton) LME 1,920.00 -9.00 -0.47 2,659.00 1,617.00
Nickel ($/ton) LME 20,490 620 3.12 27,590 15,910

Crude oil ($/bbl.) NYMEX 78.98 -0.32 -0.40 132.65 54.11
Heating oil ($/gal.) NYMEX 2.0786 -0.0109 -0.52 3.4065 1.4750
RBOB gasoline ($/gal.) NYMEX 2.1192 -0.0217 -1.01 2.4345 1.4265
Natural gas ($/mmBtu) NYMEX 4.563 -0.069 -1.49 10.810 4.140
Brent crude ($/bbl.) ICE-EU 77.45 -0.37 -0.48 108.50 59.80
Gas oil ($/ton) ICE-EU 657.25 -2.00 -0.30 760.25 572.00

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

Currencies London close on July 23
Per In

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

Argentina peso-a 5.0381 0.1985 3.9313 0.2544
Brazil real 2.2576 0.4429 1.7617 0.5676
Canada dollar 1.3320 0.7508 1.0394 0.9621

1-mo. forward 1.3325 0.7505 1.0397 0.9618
3-mos. forward 1.3337 0.7498 1.0407 0.9609
6-mos. forward 1.3362 0.7484 1.0426 0.9591

Chile peso 666.47 0.001500 520.05 0.001923
Colombia peso 2395.35 0.0004175 1869.10 0.0005350
Ecuador US dollar-f 1.2815 0.7803 1 1
Mexico peso-a 16.3678 0.0611 12.7719 0.0783
Peru sol 3.6172 0.2765 2.8225 0.3543
Uruguay peso-e 27.041 0.0370 21.100 0.0474
U.S. dollar 1.2815 0.7803 1 1
Venezuela bolivar 5.50 0.181692 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.4334 0.6976 1.1185 0.8941
China yuan 8.6887 0.1151 6.7798 0.1475
Hong Kong dollar 9.9554 0.1004 7.7683 0.1287
India rupee 60.1367 0.0166 46.9250 0.0213
Indonesia rupiah 11585 0.0000863 9040 0.0001106
Japan yen 111.85 0.008940 87.28 0.011457

1-mo. forward 111.81 0.008943 87.25 0.011461
3-mos. forward 111.72 0.008951 87.18 0.011471
6-mos. forward 111.56 0.008963 87.05 0.011487

Malaysia ringgit-c 4.0978 0.2440 3.1975 0.3127
New Zealand dollar 1.7625 0.5674 1.3753 0.7271
Pakistan rupee 109.444 0.0091 85.400 0.0117
Philippines peso 59.544 0.0168 46.463 0.0215
Singapore dollar 1.7591 0.5685 1.3727 0.7285
South Korea won 1536.45 0.0006509 1198.90 0.0008341
Taiwan dollar 41.125 0.02432 32.090 0.03116
Thailand baht 41.298 0.02421 32.225 0.03103

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

Euro zone euro 1 1 0.7803 1.2816
1-mo. forward 1.0000 1.0000 0.7803 1.2815
3-mos. forward 1.0002 0.9998 0.7804 1.2814
6-mos. forward 1.0005 0.9995 0.7807 1.2809

Czech Rep. koruna-b 25.125 0.0398 19.605 0.0510
Denmark krone 7.4526 0.1342 5.8153 0.1720
Hungary forint 287.96 0.003473 224.70 0.004450
Norway krone 7.9712 0.1255 6.2200 0.1608
Poland zloty 4.0716 0.2456 3.1771 0.3148
Russia ruble-d 39.004 0.02564 30.435 0.03286
Sweden krona 9.4600 0.1057 7.3817 0.1355
Switzerland franc 1.3497 0.7409 1.0532 0.9495

1-mo. forward 1.3492 0.7412 1.0528 0.9498
3-mos. forward 1.3481 0.7418 1.0519 0.9507
6-mos. forward 1.3463 0.7428 1.0505 0.9519

Turkey lira 1.9533 0.5120 1.5242 0.6561
U.K. pound 0.8319 1.2021 0.6491 1.5406

1-mo. forward 0.8320 1.2020 0.6492 1.5404
3-mos. forward 0.8322 1.2016 0.6494 1.5400
6-mos. forward 0.8326 1.2011 0.6497 1.5392

MIDDLE EAST/AFRICA
Bahrain dinar 0.4831 2.0698 0.3770 2.6525
Egypt pound-a 7.3074 0.1368 5.7020 0.1754
Israel shekel 4.9417 0.2024 3.8560 0.2593
Jordan dinar 0.9083 1.1010 0.7088 1.4109
Kuwait dinar 0.3679 2.7184 0.2871 3.4837
Lebanon pound 1922.97 0.0005200 1500.50 0.0006665
Saudi Arabia riyal 4.8064 0.2081 3.7505 0.2666
South Africa rand 9.5454 0.1048 7.4483 0.1343
United Arab dirham 4.7071 0.2124 3.6730 0.2723

SDR -f 0.8471 1.1806 0.6610 1.5129

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

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

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

23 EUROPE Stoxx Europe 600 255.97 1.60 0.63% 1.1% 16.5%

14 Stoxx Europe 50 2472.48 9.22 0.37 -4.1 10.0

27 Euro Zone Euro Stoxx 260.47 0.74 0.28 -5.2 9.3

14 Euro Stoxx 50 2719.13 4.92 0.18 -8.3 5.3

16 Austria ATX 2402.93 -10.26 -0.43% -3.7 9.1

8 Belgium Bel-20 2506.07 4.66 0.19 -0.2 17.4

11 Czech Republic PX 1166.4 -3.4 -0.29 4.4 19.0

22 Denmark OMX Copenhagen 382.23 1.09 0.29 21.1 32.9

15 Finland OMX Helsinki 6628.47 53.70 0.82 2.7 17.1

14 France CAC-40 3607.05 6.48 0.18 -8.4 7.1

12 Germany DAX 6166.34 24.19 0.39 3.5 17.9

... Hungary BUX 21942.87 -334.31 -1.50 3.4 32.2

19 Ireland ISEQ 2918.08 -19.51 -0.66 -1.9 4.1

13 Italy FTSE MIB 20604.08 -90.18 -0.44 -11.4 2.2

19 Netherlands AEX 337.14 1.94 0.58 0.5 22.1

10 Norway All-Shares 410.67 0.90 0.22 -2.2 18.7

17 Poland WIG 42292.07 133.15 0.32 5.8 24.4

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

13 Portugal PSI 20 7252.70 -36.39 -0.50 -14.3 ...

... Russia RTSI 1449.19 6.28 0.44% 1.6 43.1

10 Spain IBEX 35 10388.2 85.3 0.83 -13.0 -0.5

15 Sweden OMX Stockholm 328.79 -1.53 -0.46% 9.8 23.4

14 Switzerland SMI 6201.25 7.07 0.11 -5.3 7.6

... Turkey ISE National 100 59299.53 -619.95 -1.03 12.3 50.5

12 U.K. FTSE 100 5312.62 -1.19 -0.02 -1.9 16.1

21 ASIA-PACIFIC DJ Asia-Pacific 121.15 1.82 1.53 -1.5 9.8

17 Australia SPX/ASX 200 4458.39 83.74 1.91 -8.5 9.0

19 China CBN 600 23318.70 84.64 0.36 -19.7 -19.0

15 Hong Kong Hang Seng 20815.33 225.63 1.10 -4.8 4.2

17 India Sensex 18130.98 17.83 0.10 3.8 17.9

... Japan Nikkei Stock Average 9430.96 210.08 2.28 -10.6 -5.2

... Singapore Straits Times 2973.47 17.80 0.60 2.6 17.4

11 South Korea Kospi 1758.06 22.53 1.30 4.5 17.0

17 AMERICAS DJ Americas 294.73 2.45 0.84 -0.6 14.5

15 Brazil Bovespa 66322.99 574.89 0.87 -3.3 21.8

17 Mexico IPC 32806.03 85.27 0.26 2.1 23.1

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

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

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

Australia 1.1185 1.7232 1.0621 0.1515 0.0368 0.1798 0.0128 0.2901 1.4334 0.1923 1.0762 ...

Canada 1.0394 1.6012 0.9869 0.1408 0.0341 0.1671 0.0119 0.2695 1.3320 0.1787 ... 0.9292

Denmark 5.8153 8.9591 5.5218 0.7878 0.1911 0.9349 0.0666 1.5081 7.4526 ... 5.5951 5.1992

Euro 0.7803 1.2021 0.7409 0.1057 0.0256 0.1255 0.0089 0.2024 ... 0.1342 0.7508 0.6976

Israel 3.8560 5.9406 3.6614 0.5224 0.1267 0.6199 0.0442 ... 4.9417 0.6631 3.7100 3.4475

Japan 87.2800 134.4636 82.8752 11.8238 2.8678 14.0322 ... 22.6349 111.8537 15.0087 83.9756 78.0327

Norway 6.2200 9.5825 5.9061 0.8426 0.2044 ... 0.0713 1.6131 7.9712 1.0696 5.9845 5.5610

Russia 30.4350 46.8882 28.8990 4.1230 ... 4.8931 0.3487 7.8929 39.0040 5.2336 29.2827 27.2104

Sweden 7.3817 11.3722 7.0092 ... 0.2425 1.1868 0.0846 1.9143 9.4600 1.2694 7.1022 6.5996

Switzerland 1.0532 1.6225 ... 0.1427 0.0346 0.1693 0.0121 0.2731 1.3497 0.1811 1.0133 0.9416

U.K. 0.6491 ... 0.6163 0.0879 0.0213 0.1044 0.0074 0.1683 0.8319 0.1116 0.6245 0.5803

U.S. ... 1.5406 0.9495 0.1355 0.0329 0.1608 0.0115 0.2593 1.2815 0.1720 0.9621 0.8940

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of July 23, 2010

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.60% 15 ALL COUNTRY (AC) WORLD* 285.76 -1.82% -4.6% 16.7%

2.70 16 World (Developed Markets) 1,110.10 -1.96 -5.0 15.2

2.50 16 World ex-EMU 132.39 -1.74 -3.1 16.6

2.50 16 World ex-UK 1,108.24 -1.93 -4.7 15.1

3.20 16 EAFE 1,445.68 -1.75 -8.5 10.6

2.20 14 Emerging Markets (EM) 973.39 -0.90 -1.6 27.9

3.60 14 EUROPE 88.22 2.07 -0.1 22.9

3.80 14 EMU 153.37 -3.27 -15.0 6.9

3.50 15 Europe ex-UK 95.25 2.35 -1.5 21.7

4.90 11 Europe Value 94.92 2.37 -4.5 18.7

2.40 17 Europe Growth 79.47 1.78 4.3 27.0

2.40 19 Europe Small Cap 168.16 1.49 7.0 34.0

2.30 8 EM Europe 304.94 1.53 9.5 50.1

3.80 12 UK 1,574.72 1.90 -2.0 24.6

2.90 18 Nordic Countries 155.93 2.17 14.4 38.7

2.00 8 Russia 731.61 2.18 -2.0 33.7

2.40 20 South Africa 740.80 1.55 4.7 23.5

2.70 16 AC ASIA PACIFIC EX-JAPAN 398.24 -0.05 -4.4 23.0

1.90 26 Japan 512.31 -0.44 -9.9 -10.6

2.30 16 China 61.64 0.31 -4.9 11.8

1.00 19 India 732.70 0.67 3.6 28.8

1.30 11 Korea 490.66 -0.90 2.1 28.3

2.80 23 Taiwan 271.43 -0.63 -8.3 15.7

2.00 17 US BROAD MARKET 1,221.75 -2.33 -1.2 20.6

1.40 160 US Small Cap 1,722.69 -3.28 3.1 29.9

2.60 14 EM LATIN AMERICA 4,003.79 -2.37 -2.7 34.6

*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 2251.65 0.77% 11.6%

2.41 16 Global Dow 1349.90 1.41% 16.5% 1837.66 0.71 5.2

2.92 13 Global Titans 50 164.70 0.97 14.6 157.67 0.27 3.4

2.84 16 Europe TSM 2418.98 -0.07 5.8

2.40 19 Developed Markets TSM 2173.66 0.80 10.3

2.26 10 Emerging Markets TSM 4127.01 0.49 22.9

3.25 24 Africa 50 858.80 1.24 20.7 698.69 0.54 9.0

2.61 13 BRIC 50 477.00 1.36 29.9 582.90 0.66 17.3

3.68 17 GCC 40 543.00 0.95 7.0 441.75 0.25 -3.4

2.03 19 U.S. TSM 11386.87 1.00 14.2

6.08 22 Kuwait Titans 30 -c 191.45 -13.1

1.71 RusIndex Titans 10 -c 3415.30 1.31 45.9 5521.74 0.90 29.4

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 637.00 -0.58% 66.1% 714.61 -0.84% 53.5%

5.68 15 Global Select Div -d 174.40 1.48 28.5 191.34 0.78 16.0

5.96 10 Asia/Pacific Select Div -d 260.75 1.47 11.2

4.43 14 U.S. Select Dividend -d 327.22 0.84 18.7

2.09 18 Islamic Market 1894.21 0.66 9.7

2.62 13 Islamic Market 100 1782.40 0.99 14.6 1955.17 0.29 3.5

3.48 12 Islamic Turkey -c 1561.40 0.05 42.1 3007.02 -0.21 31.3

2.85 15 Sustainability 867.50 1.12 19.2 938.76 0.42 7.6

4.51 19 Brookfield Infrastructure 1672.80 1.14 31.7 2044.23 0.44 18.9

1.39 22 Luxury 1026.10 1.65 36.0 1115.09 0.95 22.7

3.15 10 UAE Select Index 227.66 0.00 -3.1

DJ-UBS Commodity 139.50 0.39 16.7 129.90 -0.30 5.3

*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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Cambodia awaits genocide verdict
Decades after Khmer Rouge regime, U.N. tribunal’s first trial is nearly done; more-complicated cases lie ahead

PHNOM PENH, Cambodia—A
United Nations-backed tribunal will
issue its first verdict here Monday
after years of investigating the Kh-
mer Rouge genocide and arguing the
case for justice in Cambodia.

But while the initial verdict, in
the case of former prison com-
mander Kaing Guek Eav, known as
Duch, will mark a major achieve-
ment for Cambodia, a series of more
complicated and potentially divisive
cases lies ahead.

Those cases involve former se-
nior officials of the Khmer Rouge re-
gime; legal experts say they must be
prosecuted before Cambodia can
bury its past and complete its re-
emergence as one of Asia’s most
promising frontier economies, which
analysts say has been held back by
worries over the lack of legal ac-
countability for wrongdoers.

The prosecution of these still-un-
tried senior officials “is essentially
the Nuremberg trial of Cambodia,”
says David Scheffer, a professor at
Northwestern University School of
Law and former U.S. ambassador-at-
large for war-crimes issues. “While
Duch is a very significant figure in
the Pol Pot atrocities, he wasn’t at
the top of the leadership pyramid.”

An estimated 1.7 million peo-
ple—or a fifth of Cambodia’s popula-
tion at the time—died of starvation,
illness or were killed during the
reign of the Khmer Rouge, a radical
Communist rebel group that ruled
Cambodia from 1975 to 1979 under
the leadership of the late Pol Pot.

The regime was toppled by Viet-
namese forces in 1979, and after
more than a decade of civil war,
Cambodia is peaceful again. It has
begun to attract interest from for-
eign investors who see Cambodia as
an important new emerging market,
with cheaper labor than China and
fertile land for agricultural projects.

But the country is still struggling
to escape its reputation as a danger-
ous and unpredictable place. Many
investors are watching the tribunal
carefully for a final confirmation
that rule of law has returned.

The process has struggled from
the start. Before launching the tribu-
nal in 2006, Cambodian leaders and
international donors argued for
years over its powers and composi-
tion, with Cambodia seeking more
control over the proceedings.

The government still has some
former Khmer Rouge cadres in its
ranks, including Prime Minister Hun
Sen, who served in the Khmer Rouge
but later defected. He isn’t under
suspicion of involvement in the
atrocities, legal analysts say, but
other officials or politicians could

be. Attempts to reach a government
spokesman were unsuccessful.

Mr. Hun Sen has argued that ag-
gressive investigations could desta-
bilize Cambodia and possibly trigger
civil war—an outcome political ana-
lysts describe as unlikely.

“If you prosecute [more leaders]
without thinking beforehand about
national reconciliation and peace,
and if war breaks out again and kills
20,000 or 30,000 people, who will be

responsible?” he said in September.
Advocacy groups have repeatedly

complained of interference from
Cambodian officials. Mr. Hun Sen
has denied interfering with the tri-
bunal process.

Such disputes have made it
harder for the tribunal to raise
money from foreign countries to
fund its operations. In April, it sus-
pended salary payments to Cambo-
dian staff when money ran out,

though staff got their back pay after
Japanese donors provided $2.2 mil-
lion in early July. The tribunal re-
mains about $50 million short of its
projected $87 million budget for
2010-11.

Despite those problems, legal ex-
perts say the Duch case went
smoothly after its start in March
2009, and should greatly bolster the
tribunal’s credibility as an indepen-
dent and viable institution.

Monday’s verdict “is an impor-
tant milestone and shows that this
court can function,” says Alex Hin-
ton, a professor and expert on the
Khmer Rouge genocide at Rutgers
University.

Mr. Duch, 67 years old, has been
charged with committing crimes
against humanity and war crimes, as
well as torture and homicide, in his
role as chief jailer at the notorious
Tuol Sleng prison in Phnom Penh,
where some 14,000 Cambodians
were detained before being killed.

Mr. Duch has denied killing or
torturing anyone. He has, however,
acknowledged an oversight role at
the jail, and has repeatedly ex-
pressed remorse. He has sought leni-
ency on the basis that he was fol-
lowing orders, and has cooperated
with the tribunal.

Mr. Duch faces a sentence of five
years to life in prison if convicted.

The next case is more important,
legal experts say, and also likely
more difficult. It is expected to in-
volve four members of the Khmer
Rouge’s inner circle: Nuon Chea, a
former acting prime minister who is
considered one of the group’s main
ideologues; Ieng Sary, a former dep-
uty prime minister and minister of
foreign affairs; his wife Ieng Thirith,
a Shakespeare scholar who was also
a government minister; and Khieu
Samphan, a former head of state.

All four were arrested in 2007
and are accused of crimes against
humanity; all have denied the
charges. The tribunal is aiming to
make a decision by September on
whether to take them to trial, which
is widely expected, with the trial ex-
pected to begin next year.

Some advocates fear the trial
won’t be completed. All four of the
accused are in their late 70s or
mid-80s and in declining health. Any
further delays could test donors’
willingness to keep spending, partic-
ularly after the tribunal has yielded
a verdict in its first case.

“The problem of donor fatigue
and the desire of the donors to take
their winnings and move on—that
remains a significant problem,” says
James Goldston, executive director
of the Open Society Justice Initia-
tive, a global group that promotes
legal reform.

There are also questions about
whether additional trials will—or
should—occur. Rights advocates have
argued at least another 10 or so Kh-
mer Rouge leaders must be taken to
trial before the full truth is known.

Prosecutors have submitted the
names of five more possible defen-
dants. Those names haven’t been re-
leased and Cambodian authorities
have said they don’t want to pursue
the cases.

BY PATRICK BARTA

Iran says it is ready for fuel-swap talks

ISTANBUL—Iran said Sunday it
was ready to start negotiations “im-
mediately” with the major powers
over a potential nuclear-fuel swap,
and was sending a letter to the
United Nations’ nuclear watchdog in
Vienna on its terms for the deal.

Iran’s foreign minister, Man-
ouchehr Mottaki, was speaking after
a lunch in Istanbul with his Turkish

and Brazilian counterparts, who bro-
kered the potential fuel-exchange
deal in May, but also voted against a
new round of sanctions on Iran at
the U.N. Security Council in June.

“Tomorrow the letter will be con-
veyed to the IAEA [International
Atomic Energy Agency] in Vienna …
then we can immediately start nego-
tiations for details of exchanging the
fuel,” the foreign minister said.

Turkish Foreign Minister Ahmet
Davutoglu said the talks between

Iran’s chief nuclear negotiator and
European Union foreign-policy rep-
resentative Catherine Ashton could
take place in Istanbul, probably in
September after the Muslim reli-
gious holiday of Ramadan, “if the
parties would like to do that.”

The swap deal agreed on in May
is a near copy of one the major pow-
ers offered to Iran last year, but
which Tehran at the time turned
down.

Under the agreement, Iran would

transfer 1,200 kilograms, or 1.32
tons, of low-enriched uranium for
safekeeping in Turkey.

In return, Tehran would later re-
ceive fuel rods enriched to a higher
level of 20%, for use in a medical-re-
search reactor.

Mr. Davutoglu said on Sunday
that Turkey had a right and obliga-
tion to mediate between the two
sides, because any conflict in the re-
gion would have a big impact on
Turkey.

BY MARC CHAMPION
AND JOE PARKINSON

A Khmer Rouge soldier orders store owners to abandon their shops in Phnom Penh, on April 17, 1975.

Ex-prison chief Kaing Guek Eav, known as Duch, attends his trial in Phnom
Penh in November. He has denied killing or torturing anyone.

� 1975-1979: An estimated 1.7
million Cambodians die during the
reign of the Khmer Rouge.

� 1997: Cambodian leaders ask
the U.N. to help set up a tribunal
to prosecute the Khmer Rouge.

� 2003: U.N. and Cambodian
officials agree on a framework for
international participation in the
tribunal, after intense debate over
the body’s powers and
composition.

� 2006: The tribunal is formally
established.

� 2007: Authorities arrest
several Khmer Rouge leaders.

� March 2009: The tribunal
begins its first trial, the case of
Kaing Guek Eav, or Duch, the
former chief of Phnom Penh’s
notorious Tuol Sleng prison.

� September 2009: Cambodian
Prime Minister Hun Sen warns
that arresting more Khmer Rouge
leaders could trigger civil war.

� April 2010: The tribunal, facing
funding shortfalls, temporarily
suspends salaries of Cambodian
staff.

� July: Donations enable the
tribunal to meet payroll.

� July 26: Verdict on the Duch
case is to be announced.

� September: A decision is
expected on whether tribunal will
proceed with trial of four Khmer
Rouge leaders.
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Uneasy justice | Steps in prosecuting the Khmer Rouge
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Major players � benchmarks
Below, a look at the Dow Jones Stoxx 50,
the biggest and best known companies in
Europe, including the U.K.

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

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

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

Europe: 13/1 1.14 99.34% 0.01% 1.42 0.75 1.08

Eur. High Volatility: 13/1 1.71 96.80 0.01 2.16 1.11 1.58

Europe Crossover: 13/2 5.12 99.49 0.05 5.88 5.12 5.45

Asia ex-Japan IG: 13/1 1.26 98.81 0.01 1.72 0.87 1.21

Japan: 13/1 1.28 98.65 0.01 1.76 0.85 1.24

Note: Data as of July 22

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

In percentage points
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Source: Markit Group

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

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

JPMorgan $129 7.0% 28% 31% 25% 16%

Morgan Stanley 123 6.7 35 18 46 1

Barclays Capital 122 6.6 3 75 11 11

Bank of America Merrill Lynch 112 6.1 40 31 24 6

RBS 106 5.8 22 59 8 11

UBS 102 5.6 9 30 59 3

Goldman Sachs 96 5.2 11 22 62 5

Deutsche Bank 79 4.3 39 31 25 4

Lloyds Banking Group 79 4.3 3 45 4 48

Source: Dealogic

Tracking
credit
markets �
dealmakers

Dow Jones Industrial Average P/E: 15
LAST: 10424.62 s 102.32, or 0.99%

YEAR TO DATE: t 3.43, or 0.03%

OVER 52 WEEKS s 1,331.38, or 14.6%

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

Previous
close, in STOCK PERFORMANCE

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

Anglo American U.K. General Mining 5,489,465 2,523 1.82% -7.0% 31.7%

ABB Ltd. Switzerland Industrial Machinery 10,539,589 20.82 1.66 7.2 14.7

BASF SE Germany Commodity Chemicals 3,411,527 46.71 1.57 7.5 36.2

ArcelorMittal France Iron & Steel 11,121,404 25.28 1.36 -21.4 -3.0

Banco Santander Spain Banks 90,750,452 10.12 1.34 -12.4 5.7

L.M. Ericsson Telephone Series B Sweden Communications Technology 40,777,197 82.55 -7.09% 25.3 15.5

Sanofi-Aventis France Pharmaceuticals 9,400,053 45.51 -4.25 -17.3 -1.4

Astrazeneca U.K. Pharmaceuticals 4,310,013 3,147 -2.37 8.1 9.3

Roche Holding Switzerland Pharmaceuticals 4,265,117 136.40 -1.45 -22.4 -15.5

GlaxoSmithKline U.K. Pharmaceuticals 9,446,986 1,187 -1.37 -10.0 2.4

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

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

Credit Suisse Group 5,353,079 44.33 1.21% -13.4% -13.9%
Switzerland (Banks)
Vodafone Group 123,888,946 150.55 1.01 4.8 25.2
U.K. (Mobile Telecommunications)
Royal Dutch Shell A 6,235,117 21.85 0.97 3.6 19.2
U.K. (Integrated Oil & Gas)
Banco Bilbao Vizcaya Argentaria 41,173,563 9.84 0.95 -22.7 -2.0
Spain (Banks)
BG Group 5,087,549 1,082 0.79 -3.6 -1.4
U.K. (Integrated Oil & Gas)
Unilever 4,503,419 24.02 0.73 5.6 29.4
Netherlands (Food Products)
Rio Tinto 5,362,984 3,336 0.63 -1.6 37.3
U.K. (General Mining)
Iberdrola 34,974,684 5.30 0.59 -20.5 -8.2
Spain (Conventional Electricity)
Nokia 21,205,964 7.21 0.56 -19.2 -22.1
Finland (Telecommunications Equipment)
Siemens 2,791,401 76.42 0.54 19.0 38.7
Germany (Diversified Industrials)
Daimler AG 3,407,321 42.49 0.53 14.1 35.7
Germany (Automobiles)
Diageo 5,716,069 1,132 0.44 4.4 24.6
U.K. (Distillers & Vintners)
Telefonica 36,018,570 16.62 0.36 -14.9 -2.5
Spain (Fixed Line Telecommunications)
Allianz SE 2,020,019 86.84 0.36 -0.4 23.3
Germany (Full Line Insurance)
Nestle S.A. 4,057,075 53.70 0.28 7.0 25.5
Switzerland (Food Products)
Total S.A. 4,945,578 38.14 0.26 -15.3 -5.1
France (Integrated Oil & Gas)
SAP AG 2,279,806 37.35 0.26 13.2 18.5
Germany (Software)
GDF Suez 2,619,804 25.31 0.20 -16.4 -3.8
France (Multiutilities)
E.ON AG 6,289,152 22.31 0.18 -23.7 -12.2
Germany (Multiutilities)
Deutsche Bank 4,768,494 49.75 0.12 0.7 -2.3
Germany (Banks)

Latest,
in local STOCK PERFORMANCE

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

Societe Generale 3,405,374 38.00 0.08% -22.4% -9.8%
France (Banks)
British American Tobacco 2,588,773 2,267 0.02 12.4 24.3
U.K. (Tobacco)
BHP Billiton 7,555,372 1,965 ... -1.5 26.4
U.K. (General Mining)
Novartis 6,882,371 51.80 ... -8.3 9.8
Switzerland (Pharmaceuticals)
BNP Paribas 4,390,255 49.82 -0.06 -10.9 0.2
France (Banks)
Tesco 17,452,745 398.85 -0.09 -6.8 8.3
U.K. (Food Retailers & Wholesalers)
France Telecom 7,070,916 14.96 -0.10 -14.2 -9.6
France (Fixed Line Telecommunications)
Bayer AG 2,382,994 45.79 -0.13 -18.2 14.0
Germany (Specialty Chemicals)
Assicurazioni Generali 4,335,443 15.42 -0.19 -18.1 -1.5
Italy (Full Line Insurance)
ENI 10,044,676 15.59 -0.26 -12.4 -9.5
Italy (Integrated Oil & Gas)
UBS 7,322,533 15.47 -0.26 -3.6 4.2
Switzerland (Banks)
BP PLC 32,564,796 398.60 -0.35 -33.6 -22.0
U.K. (Integrated Oil & Gas)
UniCredit 273,141,764 2.04 -0.49 -8.8 7.4
Italy (Banks)
Barclays 33,200,319 302.00 -0.54 9.4 -4.1
U.K. (Banks)
Deutsche Telekom 12,114,131 10.21 -0.58 -0.8 20.2
Germany (Mobile Telecommunications)
RWE AG 2,282,223 53.50 -0.65 -21.3 -7.6
Germany (Multiutilities)
ING Groep 21,573,387 6.92 -0.75 0.2 6.9
Netherlands (Life Insurance)
AXA 5,585,973 13.10 -0.87 -20.8 -6.9
France (Full Line Insurance)
Intesa Sanpaolo 78,410,097 2.40 -1.03 -23.7 -4.5
Italy (Banks)
HSBC Holdings 22,603,394 646.20 -1.34 -8.8 12.5
U.K. (Banks)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 32.7 $25.54 0.03 0.12%
Alcoa AA 25.1 11.05 0.23 2.13
AmExpress AXP 15.3 44.79 1.60 3.70
BankAm BAC 133.8 13.74 0.08 0.59
Boeing BA 5.0 67.93 1.33 2.00
Caterpillar CAT 8.9 69.31 1.31 1.93
Chevron CVX 8.4 73.52 0.08 0.11
CiscoSys CSCO 39.3 23.35 0.08 0.34
CocaCola KO 8.0 54.75 0.49 0.90
Disney DIS 10.8 34.13 0.54 1.61
DuPont DD 5.5 38.34 0.61 1.62
ExxonMobil XOM 19.3 59.72 0.34 0.57
GenElec GE 112.5 15.71 0.50 3.29
HewlettPk HPQ 18.9 46.15 0.08 0.17
HomeDpt HD 19.0 28.25 0.03 0.11
Intel INTC 62.1 21.69 –0.09 –0.41
IBM IBM 5.1 128.38 0.91 0.71
JPMorgChas JPM 28.2 39.83 0.48 1.22
JohnsJohns JNJ 15.1 57.63 0.61 1.07
KftFoods KFT 7.2 29.62 0.34 1.16
McDonalds MCD 12.2 69.90 –1.50 –2.10
Merck MRK 15.7 34.87 –0.31 –0.88
Microsoft MSFT 108.5 25.81 –0.03 –0.12
Pfizer PFE 53.2 14.58 –0.23 –1.55
ProctGamb PG 8.5 61.91 0.54 0.88
3M MMM 4.6 86.17 1.42 1.68
TravelersCos TRV 7.0 50.14 0.85 1.72
UnitedTech UTX 4.7 70.90 1.37 1.97
Verizon VZ 47.1 28.02 1.02 3.78

WalMart WMT 13.0 51.67 0.81 1.59

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 844 –50 –90 –264

Codere Fin Luxembourg 706 –25 –51 –87

Societe Air France 443 –19 11 –50

Brit Awys 501 –17 –22 –110

Lafarge 313 –16 –13 –32

Nielsen 384 –16 –22 –57

ThyssenKrupp 343 –15 –19 –26

Fiat 381 –13 –40 –108

UPC Hldg 611 –13 –8 –56

Havas 283 –11 2 –6

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Rentokil Initial 136 1 12 18

Bca Naz del Lavoro 112 1 –1 –9

Colt Tech Services Group 244 2 –5 –25

Cap Gemini 119 2 ... –8

NIBC Bk 237 2 –3 –20

Bay Landbk Giroz 130 2 –4 –6

Bawag PSK 192 2 1 2

Nokia Oyj 103 3 3 –12

Atlantia Spa 119 3 1 22

Invensys 150 6 3 –6

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.



Monday, July 26, 2010 THE WALL STREET JOURNAL. * 9

WORLD NEWS

On voting day,
Bangkok bomb
leaves one dead

BANGKOK—A bombing in
Bangkok’s central commercial dis-
trict killed one person and left 10
wounded Sunday, after the close of
polling in a parliamentary by-elec-
tion in which a member of the ruling
Democrat Party defeated an antigov-
ernment “Red Shirt” protest leader
for a seat representing a large sec-
tion of the Thai capital.

The highly anticipated vote was
the first such election since mass
demonstrations rocked the city ear-
lier this year, and indicated contin-
ued support for the government de-
spite harsh criticism from protesters
and some human-rights activists for
its decision to mount a bloody
crackdown on the demonstrators on
May 19.

The bomb exploded at a bus stop
in the same area where Red Shirt
protesters established their fortified
encampment earlier this year before
being driven out by government
troops. That clash, along with earlier
skirmishes in April and May, left
nearly 90 people dead and some
1,400 wounded in some of the worst

political violence in Thailand in de-
cades.

The fatality was a 51-year-old
Thai man, the Associated Press re-
ported.

Police officials didn’t comment
on who might have planted the
bomb, which left trash and debris
scattered across a major thorough-
fare across from a massive mall that
remains closed after being torched
by protesters during the May 19
crackdown. It capped an otherwise
peaceful day in which voters went to
the polls to fill the parliamentary
seat left open after the death of a
lawmaker in June.

Panich Vikitsreth, a former
Bangkok deputy governor and candi-
date for the ruling Democrat Party,
defeated Kokaew Pikulthong, a Red
Shirt leader jailed after the May 19
crackdown on charges of terrorism,
with some 54% of the vote, accord-
ing to unofficial results from the
Election Commission. Official results
are expected in the coming days.

Mr. Kokaew, who represented
Thailand’s opposition Puea Thai
party, denies the terrorism charges. It
remains unclear when—or
whether—he will go to trial. Although
a Thai court ruled he could leave his
cell to register for the vote, he wasn’t
allowed to actively campaign and his
contact with the outside world was
limited largely to meetings with law-
yers and family members.

The margin of victory wasn’t as
large as some government backers
had hoped, especially given the limi-
tations on Mr. Kokaew’s movements.
Still, it confirmed that many Bang-
kokians approve of the way the gov-

ernment is handling the country’s
continuing political crisis.

It may also indicate that some
city residents who once sympathized
with the Red Shirt movement have
become disenchanted after some
protesters burned buildings and
wreaked havoc across Bangkok after
being dispersed from their central-
city stronghold in May.

The vote “shows at least some of
the middle class disapproves of what
the Red Shirts have done,” said
Somchai Phagaphasvivat, a political
scientist at Thailand’s Thammasat
University. Still, Sunday’s bomb “is
another early warning that the situ-
ation is not yet finished,” he said.

Thailand’s divisions are driven in
part by a feeling among some resi-
dents that the current govern-
ment—which came to power in a
2008 parliamentary vote, with mili-
tary backing—is illegitimate because
it didn’t result from a fresh national

vote. Many of the protesters would
prefer to see a government headed
by former Prime Minister Thaksin
Shinawatra, who was deposed in a
2006 coup amid corruption allega-
tions and now lives in self-imposed
exile overseas.

Mr. Thaksin denies the allega-
tions and remains popular because
of his past support for populist pro-
grams such as low-cost health care.

The Democrat Party, led by Prime
Minister Abhisit Vejjajiva, has said
Thailand is too unstable to call a full
national election, though it must do
so by law before the end of 2011.

In the meantime, it is hoping to
shore up its support by promoting a
series of reconciliation programs
and by heavy spending on social
programs, including in the areas
where Mr. Thaksin and his allies are
most popular.

The Puea Thai party, which is al-
lied with Mr. Thaksin and draws

much of its support from Red Shirt
backers, plans to press hard for a
national vote, which many analysts
say it would win. The party and Red
Shirt movement draw much of their
support from rural areas that com-
prise the majority of Thailand’s pop-
ulation, despite Bangkok’s roughly
10 million residents.

The party is also pressing for ac-
tion from Thailand’s Constitutional
Court, which is expected to rule in
coming months on allegations that
the Democrat Party received illegal
donations in past years. Prosecutors
recommended in mid-July that the
party be dissolved and about 40 of
its executives—including Mr. Ab-
hisit—be banned from politics for
five years.

Party officials have vowed to
contest any ruling against the Demo-
crat Party.

—Wilawan Watcharasakwet
contributed to this article.

BY PATRICK BARTA

‘Red Shirt’ antigovernment protesters lie on the ground during a demonstration in Bangkok on Sunday.
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Taliban kill one U.S.
sailor, seize another

KABUL—The Taliban killed one
U.S. Navy sailor and took a second
captive after a firefight in eastern
Afghanistan on Friday, a spokesman
for the insurgent group said.

Militants ambushed the U.S. ser-
vicemen as they drove around Logar
province Friday night in an armored
sports-utility vehicle, engaging in an
exchange of fire that killed one of
the sailors, said Zabiullah Mujahid,
the Taliban spokesman.

“A meeting of top Taliban lead-
ers will be called soon to discuss the
fate of the captured soldier and the
dead body,” Mr. Mujahid said.

U.S. and North Atlantic Treaty
Organization officials declined to
comment on whether the men were
ambushed by the Taliban, but said
an aggressive search mission is un-
der way to locate them. Authorities
didn’t release the sailors’ identities.

Afghan and coalition forces have
dispatched helicopters and more
troops to Logar, and are establishing
a security perimeter around the site
where the men disappeared, said
Din Mohammed Darwesh, a spokes-
man for the provincial government

in Logar. The sailors left their com-
pound in Kabul on Friday and were
last seen driving near a market in
the Charkh district of Logar. They
appeared to be lost and drove into a
Taliban-held area, Mr. Darwesh said.

“We will do all we can, every-
thing we can,” said U.S. Adm. Mike
Mullen, chairman of the Joint Chiefs
of Staff, who was in Kabul for meet-
ings with U.S., NATO and Afghan of-
ficials, and to tour military bases in
the southern and eastern regions of
the country. “We have a large num-
ber of forces focused on the return
of these two individuals.”

Mr. Mullen called it an “unusual
circumstance” for the sailors to be
driving so far from their base in
Kabul without security backup.

Coalition forces are offering
$20,000 to Logar residents for in-
formation to help find the missing
servicemen, a NATO official said.

One other coalition service mem-
ber is known to be held by the Tali-
ban. Spc. Bowe Bergdahl disap-
peared from his base in the eastern
province of Paktika in June 2009.

—Habib Zahori
and Matthew Rosenberg

contributed to this article.

BY MARIA ABI-HABIB

In the first big election since
mass demonstrations rocked
the city earlier this year, a
member of the ruling party
defeated an antigovernment
‘Red Shirt’ protest leader.
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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 07/22 EUR 7.17 -8.6 6.0 -9.3
Andfs. Franca EU EQ AND 07/22 EUR 8.83 -9.3 5.9 -10.0
Andfs. Japo JP EQ AND 07/22 JPY 455.04 -11.0 -5.0 -16.8
Andfs. Plus Dollars US BA AND 07/22 USD 9.34 -1.1 7.2 -3.7
Andfs. RF Dolars US BD AND 07/22 USD 11.73 2.6 8.6 1.9
Andfs. RF Euros EU BD AND 07/22 EUR 10.95 1.2 7.5 2.5
Andorfons EU BD AND 07/22 EUR 14.57 0.5 7.9 1.6
Andorfons Alternative Premium GL EQ AND 05/31 EUR 101.35 2.4 7.4 -6.1
Andorfons Mix 30 EU BA AND 07/22 EUR 9.46 -1.1 9.2 -4.8
Andorfons Mix 60 EU BA AND 07/22 EUR 8.92 -3.8 8.3 -10.6

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 07/23 EUR 8.88 0.3 0.8 -3.4
DJE-Absolut P GL EQ LUX 07/23 EUR 206.33 0.8 14.1 -3.7
DJE-Alpha Glbl P EU BA LUX 07/23 EUR 172.71 -3.1 8.7 -3.9
DJE-Div& Substanz P EU EQ LUX 07/23 EUR 220.11 2.3 17.2 1.1
DJE-Gold&Resourc P OT EQ LUX 07/23 EUR 187.65 10.2 30.5 1.7
DJE-Renten Glbl P EU BD LUX 07/23 EUR 135.85 4.0 7.9 6.3
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 07/23 EUR 17.05 -3.7 11.7 2.4
LuxTopic-Pacific AS EQ LUX 07/23 EUR 18.57 13.4 36.0 3.8

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 07/22 EUR 20.91 -14.0 -11.8 -35.1
MP-TURKEY.SI OT OT SVN 07/22 EUR 42.49 22.4 57.7 12.3

n PAREX ASSET MANAGEMENT IPAS
Republikas square 2a, Riga, LV-1522, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Eastern Europ Bal OT OT LVA 07/22 EUR 14.62 9.3 24.4 2.7

Parex Eastern Europ Bd EU BD LVA 07/22 USD 16.49 12.6 30.4 7.8
Parex Russian Eq EE EQ LVA 07/22 USD 20.90 7.1 42.1 -15.0

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 07/22 EUR 128.82 6.2 33.9 NS
Pictet-Asian Eq ExJpn-I USD AS EQ LUX 07/23 USD 168.88 -3.7 13.1 -5.0
Pictet-Asian Eq ExJpn-P USD AS EQ LUX 07/23 USD 159.97 -4.1 12.2 -5.8
Pictet-Biotech-P USD OT EQ LUX 07/22 USD 246.74 -12.8 -9.6 -18.0
Pictet-CHF Liquidity-P CH MM LUX 07/22 CHF 124.12 -0.1 0.0 0.3
Pictet-CHF Liquidity-P dy CH MM LUX 07/22 CHF 93.33 -0.1 0.0 0.3
Pictet-Conv. Bonds-P EUR EU BD LUX 07/22 EUR 99.87 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 07/22 USD 119.62 2.4 18.7 5.5
Pictet-Eastern Europe-P EUR EU EQ LUX 07/22 EUR 359.37 14.3 61.2 -3.0
Pictet-Emerging Markets-P USD GL EQ LUX 07/23 USD 516.49 -3.2 20.1 -7.8
Pictet-Eu Equities Sel-P EUR EU EQ LUX 07/22 EUR 415.60 1.9 20.0 -4.1
Pictet-EUR Bonds-P EU BD LUX 07/22 EUR 399.73 4.0 6.4 6.4
Pictet-EUR Bonds-Pdy EU BD LUX 07/22 EUR 293.12 4.0 6.4 6.4
Pictet-EUR Corporate Bonds-P EU BD LUX 07/22 EUR 152.67 3.2 9.8 9.4
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 07/22 EUR 103.50 3.3 9.8 9.4
Pictet-EUR High Yield-P EU BD LUX 07/22 EUR 156.61 7.1 28.3 9.6
Pictet-EUR High Yield-Pdy EU BD LUX 07/22 EUR 85.84 7.1 28.3 9.6
Pictet-EUR Liquidity-P EU MM LUX 07/22 EUR 136.09 0.1 0.3 1.3
Pictet-EUR Liquidity-Pdy EU MM LUX 07/22 EUR 96.76 0.1 0.3 1.3
Pictet-EUR Sovereign Liq-P EU MM LUX 07/22 EUR 102.41 0.0 0.0 1.0
Pictet-EUR Sovereign Liq-Pdy EU MM LUX 07/22 EUR 99.92 0.0 0.0 1.0
Pictet-Europe Index-P EUR EU EQ LUX 07/22 EUR 103.42 2.4 20.7 -2.0
Pictet-European Sust Eq-P EUR EU EQ LUX 07/22 EUR 137.33 3.2 21.6 -1.4
Pictet-Glo Emerging Debt-P USD GL BD LUX 07/22 USD 259.19 6.6 17.3 14.1
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 07/22 USD 168.33 6.6 17.3 14.1
Pictet-Greater China-P USD AS EQ LUX 07/23 USD 332.03 -5.4 6.4 -1.4
Pictet-Indian Equities-P USD EA EQ LUX 07/23 USD 377.57 4.7 26.7 5.0
Pictet-Japan Index-P JPY JP EQ LUX 07/23 JPY 8228.77 -7.4 -5.6 -19.1
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 07/23 JPY 4127.60 -6.5 -3.8 -17.6
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 07/23 JPY 7126.17 -8.0 -6.3 -22.1
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 07/23 JPY 6887.26 -8.3 -6.9 -22.6
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 07/23 USD 260.15 -4.7 20.5 -3.4
Pictet-Piclife-P CHF CH BA LUX 07/22 CHF 781.61 -1.2 6.3 0.4
Pictet-Premium Brands-P EUR OT EQ LUX 07/22 EUR 76.37 16.9 46.2 14.0
Pictet-Russian Equities-P USD EE EQ LUX 07/22 USD 65.72 2.0 56.0 -14.1
Pictet-Security-P USD GL EQ LUX 07/22 USD 104.71 5.2 22.2 5.7
Pictet-Small Cap Europe-P EUR EU EQ LUX 07/22 EUR 486.44 7.4 26.8 -1.7
Pictet-Timber-P USD GL EQ LUX 07/22 USD 105.97 -0.5 28.4 NS
Pictet-USA Index-P USD US EQ LUX 07/22 USD 89.37 -1.4 15.8 -6.2
Pictet-USD Government Bonds-P US BD LUX 07/22 USD 538.69 6.1 6.5 6.4
Pictet-USD Government Bonds-Pdy US BD LUX 07/22 USD 385.18 6.1 6.5 6.4
Pictet-USD Liquidity-P US MM LUX 07/22 USD 131.08 0.0 0.2 0.7
Pictet-USD Liquidity-Pdy US MM LUX 07/22 USD 84.88 0.0 0.2 0.7
Pictet-USD Sovereign Liq-P US MM LUX 07/22 USD 101.58 0.0 0.0 0.7
Pictet-USD Sovereign Liq-Pdy US MM LUX 07/22 USD 100.08 0.0 0.0 0.7
Pictet-Water-P EUR GL EQ LUX 07/22 EUR 134.14 8.2 21.1 1.0
Pictet-World Gvt Bonds-P USD EU BD LUX 07/23 USD 168.49 2.1 4.1 4.8
Pictet-World Gvt Bonds-Pdy USD EU BD LUX 07/23 USD 136.63 2.1 4.0 4.8

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 07/22 USD 14.16 5.3 26.2 7.6
Japan Fund USD JP EQ IRL 07/23 USD 16.08 1.2 2.0 1.9
Polar Healthcare Class I USD OT EQ IRL 07/22 USD 11.87 -8.2 7.9 NS
Polar Healthcare Class R USD OT EQ IRL 07/22 USD 11.81 -8.5 7.3 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 07/21 USD 153.21 20.3 58.6 15.8

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
ACTION FRANCE A EU EQ IRL 07/22 EUR 670.01 -5.3 12.8 -7.3
CORE EUROZONE EQ B EU EQ IRL 07/22 EUR 802.83 -3.5 13.8 -5.7
EURO FIXED INCOME A EU BD IRL 07/22 EUR 1320.17 6.1 12.5 5.3
EURO FIXED INCOME B EU BD IRL 07/22 EUR 1414.36 6.4 13.2 5.9
EUROPEAN SMALL CAP A EU EQ IRL 07/22 EUR 1286.79 7.2 29.1 -2.9
EUROPEAN SMALL CAP B EU EQ IRL 07/22 EUR 1382.98 7.5 29.8 -2.3
EUROZONE AGG A EUR EU EQ IRL 07/22 EUR 670.29 2.2 22.4 -4.0
EUROZONE AGG B EUR EU EQ IRL 07/22 EUR 966.49 2.5 23.1 -3.4
GLB REAL EST SEC A OT EQ IRL 07/22 USD 904.69 0.9 27.4 -10.5
GLB REAL EST SEC B OT EQ IRL 07/22 USD 935.82 1.2 28.2 -9.9
GLB REAL EST SEC EH A OT EQ IRL 07/22 EUR 811.32 0.8 25.1 -10.6
GLB REAL EST SEC SH B OT EQ IRL 07/22 GBP 76.72 1.3 26.4 -10.6
GLB STRAT YIELD A EU BD IRL 07/22 EUR 1715.88 6.8 24.8 8.8
GLB STRAT YIELD B EU BD IRL 07/22 EUR 1842.19 7.1 25.6 9.4
GLOBAL BOND A EU BD IRL 07/22 EUR 1279.37 15.8 23.1 16.9
GLOBAL BOND B EU BD IRL 07/22 EUR 1367.10 16.2 23.9 17.7
GLOBAL BOND EH A GL BD IRL 07/22 EUR 1476.70 7.4 14.3 8.6
GLOBAL BOND EH B GL BD IRL 07/22 EUR 1572.63 7.7 15.0 9.3
JAPAN EQUITY A JP EQ IRL 07/22 JPY 10495.16 -9.8 -9.6 -19.0
JAPAN EQUITY B JP EQ IRL 07/22 JPY 11223.73 -9.5 -9.1 -18.5
PAC BASIN (X JPN) A AS EQ IRL 07/22 USD 2207.81 -3.4 19.6 1.7
PAC BASIN (X JPN) B AS EQ IRL 07/22 USD 2364.11 -3.1 20.3 2.3
PAN EUROPEAN EQUITY A EU EQ IRL 07/22 EUR 985.04 2.3 22.1 -3.3
PAN EUROPEAN EQUITY B EU EQ IRL 07/22 EUR 1053.44 2.7 22.8 -2.8
US EQUITY A US EQ IRL 07/22 USD 851.56 -2.4 14.5 -7.7
US EQUITY B US EQ IRL 07/22 USD 914.76 -2.1 15.2 -7.1
US SMALL CAP EQUITY A US EQ IRL 07/22 USD 1318.46 2.3 21.1 -6.9
US SMALL CAP EQUITY B US EQ IRL 07/22 USD 1417.22 2.6 21.8 -6.3

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A EU BD LUX 07/22 EUR 31.44 6.0 10.0 1.5
Bonds Eur Corp A EU BD LUX 07/22 EUR 23.48 1.7 5.4 5.6
Bonds Eur Hi Yld A EU BD LUX 07/21 EUR 21.61 5.0 20.8 6.7
Bonds EURO A EU BD LUX 07/22 EUR 42.23 2.9 4.9 7.6
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 07/22 USD 42.64 1.5 4.2 4.6
Eq. AsiaPac Dual Strategies A AS EQ LUX 07/22 USD 9.62 -7.7 13.1 -4.5
Eq. China A AS EQ LUX 07/22 USD 21.74 -9.9 3.1 -1.3
Eq. Concentrated Euroland A EU EQ LUX 07/22 EUR 84.71 -8.9 2.9 -11.9
Eq. ConcentratedEuropeA EU EQ LUX 07/22 EUR 27.27 0.9 17.8 -6.0
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 07/22 USD 15.67 -13.6 0.0 -21.5
Eq. Euroland A EU EQ LUX 07/22 EUR 10.18 -6.0 9.0 -11.2
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 07/22 EUR 10.07 -11.0 3.4 -14.3
Eq. Glbl Emg Cty A GL EQ LUX 07/22 USD 8.69 -10.2 4.3 -11.4
Eq. Global A GL EQ LUX 07/22 USD 26.45 -5.0 12.4 -7.9
Eq. Global Resources A GL EQ LUX 07/22 USD 106.00 -2.9 17.7 -12.0

Eq. Gold Mines A OT EQ LUX 07/22 USD 31.82 5.0 24.7 3.6
Eq. India A EA EQ LUX 07/22 USD 133.88 2.4 25.6 8.4
Eq. Japan CoreAlpha A JP EQ LUX 07/22 JPY 6948.71 -4.2 -7.4 -11.3
Eq. Japan Sm Cap A JP EQ LUX 07/22 JPY 986.82 -7.7 -8.6 -11.5
Eq. Japan Target A JP EQ LUX 07/23 JPY 1593.82 -2.7 -8.5 -8.9
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 07/22 USD 15.17 -4.4 8.2 -18.0
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 07/22 USD 20.74 -2.5 13.6 -10.5
Eq. US Rel Val A US EQ LUX 07/22 USD 19.92 -3.3 13.4 -10.1
Eq. US Sm Cap Val A US EQ LUX 07/22 USD 15.81 -0.9 15.4 -15.4
Money Market EURO A EU MM LUX 07/21 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 07/23 JPY 8460.00 -10.6 -4.8 -19.9
YMR-N Small Cap Fund JP EQ IRL 07/23 JPY 6189.00 -11.7 -10.5 -17.9

n Yuki 77 Series
Yuki 77 General JP EQ IRL 07/23 JPY 5266.00 -14.4 -14.0 -25.3

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 07/23 JPY 6022.00 -11.8 -7.6 -21.1
Yuki Chugoku JpnLowP JP EQ IRL 07/23 JPY 7316.00 -3.0 -10.9 -19.0

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 07/23 JPY 4028.00 -13.8 -11.6 -26.6
Yuki Hokuyo Jpn Inc JP EQ IRL 07/23 JPY 4778.00 -9.0 -9.6 -20.7
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 07/23 JPY 4490.00 -12.0 -11.8 -17.6

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III JP EQ IRL 07/23 JPY 3808.00 -13.8 -11.9 -28.3
Yuki Mizuho Jpn Dyn Gro JP EQ IRL 07/23 JPY 4086.00 -12.4 -11.7 -28.1
Yuki Mizuho Jpn Exc 100 JP EQ IRL 07/23 JPY 5970.00 -14.4 -9.3 -23.5
Yuki Mizuho Jpn Gen JP EQ IRL 07/23 JPY 7750.00 -10.1 -7.7 -21.1
Yuki Mizuho Jpn Gro JP EQ IRL 07/23 JPY 5686.00 -10.6 -11.5 -22.0
Yuki Mizuho Jpn Inc JP EQ IRL 07/23 JPY 7079.00 -7.3 -7.3 -22.3
Yuki Mizuho Jpn Lg Cap JP EQ IRL 07/23 JPY 4554.00 -12.2 -9.7 -23.1
Yuki Mizuho Jpn LowP JP EQ IRL 07/23 JPY 10621.00 -8.1 -11.2 -16.5
Yuki Mizuho Jpn PGth JP EQ IRL 07/23 JPY 6786.00 -14.7 -15.0 -25.8
Yuki Mizuho Jpn SmCp JP EQ IRL 07/23 JPY 6437.00 -9.8 -8.6 -16.4
Yuki Mizuho Jpn Val Sel AS EQ IRL 07/23 JPY 5138.00 -9.0 -9.5 -20.0
Yuki Mizuho Jpn YoungCo AS EQ IRL 07/23 JPY 2440.00 -10.5 -14.0 -22.3

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 07/23 JPY 4884.00 -9.9 -7.7 -22.0
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Schwab’s Samra
outlines U.S. picks

Kully Samra, Charles Schwab
U.K. branch director, tells The
Wall Street Journal why he is eye-
ing the U.S.

The U.S. stock markets represent
the biggest single concentration of

wealth in history.
No other market
comes close in
terms of market

capitalization. The U.S. markets also
offer access to a huge variety of
companies seeking to raise capital.

Information technology and
health care will particularly outper-
form long term. Sectors whose com-

panies boast good balance sheets,
large cash balances and some stabil-
ity with regard to revenue genera-
tion are attractive.

At the opposite end of the spec-
trum, the consumer discretionary
and materials sectors are likely to
underperform. Both sectors had nice
runs to start the year, but we think
this is coming to an end. These
more cyclical sectors, which typi-
cally do well during the early part
of an economic recovery, often start
to lag as the recovery matures.

We also hold a market perform
rating on six sectors: consumer sta-
ples, energy, financials, industrials,
telecom and utilities.

BY TARA LOADER WILKINSON

Kully Samra, left, likes health care; right, a Siemens MRI scanner is assembled.

WEALTH
MANAGER Q&A

CEO Rich Templeton pointed to the
chip maker’s “steady investments in
production capacity,” saying they
were allowing the company “to meet
higher demand levels from custom-
ers.”

The comments and mildly disap-
pointing quarterly revenue pushed
the stock down more than 3% Tues-
day, though the shares finished the
week up 2.5%. Some analysts wor-
ried that the expansion could come
back to haunt Texas Instruments if
the economy softens. The company
stressed that prices it has been pay-
ing for additional capacity have
been good deals, reducing any po-
tential downside risk.

United Airlines parent UAL Corp.
got a pat on the back from analysts
for its plans to keep capacity addi-
tions relatively muted. Its shares
jumped 4.8% on Tuesday after UAL
released earnings.

Hunter Keay, an analyst at Stifel
Nicolaus, said UAL’s conservative
stance is “particularly admirable.”

“We are most comfortable recom-
mending airlines that resist the
temptation to grow, as excess sup-
ply is the main reason the industry
has failed to earn a cumulative
profit since deregulation,” the ana-
lyst wrote.

As Mr. Keay suggests, investors
in some hypercompetitive indus-

Continued from page 17 tries, such as airlines and autos,
have been conditioned by experi-
ence to worry when executives start
talking about beefing up operations.
That can precede margin-crushing
discounting and price wars.

With so many questions swirling
around the stock market and econ-
omy, investors and analysts don’t

want to see companies, especially
those in perpetually troubled indus-
tries, return to their old, undisci-
plined ways. The worriers also are
on alert for signs that companies in
other sectors are falling into the ir-
rational exuberance trap.

One example: the trucking indus-
try. Since late in the first quarter,
freight volumes and activity have
been ticking up. Trucking supplies
are tighter, and prices are stronger.
Still, analysts and investors are
leery of trucking firms adding to
their fleets.

Todd Fowler, an analyst with
KeyBanc Capital Markets, said he
would rather see a couple more
quarters of strong pricing before
companies expand. So far, restraint
seems to be winning, he said.

Last week, trucking carrier
Heartland Express told investors it
“is positioned to add capacity.” Af-
ter chatting with company execu-
tives to clarify that point, Mr.
Fowler said Heartland has the finan-
cial ability to boost capacity, but
only if needed.

“Keeping capacity in check is just
an incredibly important part of the
bull thesis for the trucking group in
particular,” the analyst said.

Of course, not all capacity is cre-
ated equal. When investors seem
convinced of a growth story, they
are willing to stomach corporate
plans to capture a bigger share of
demand. Machinery giant Caterpil-
lar, as part of its better-than-ex-
pected quarterly results Thursday,
said it plans to boost capacity in the
U.S., as well as in markets such as
Brazil, India and China, where it
wants to churn out more products
like backhoes and excavators.

Investors didn’t bat an eye. Cat-
erpillar shares rose 1.7% Thursday.
“It’s going into emerging markets
where end-market demand is grow-
ing,” said Ann Duignan, an analyst
at J.P. Morgan.

Firms with expansion plans
are punished by investors

L-R; Charles Schwab, Bloomberg News

With so many questions
swirling around the stock
market and the economy,
investors don’t want to see
companies return to their old,
undisciplined ways.
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INTERVIEW

Vespa gears up for Asia
as European sales slow
The scooter maker’s chairman believes customizing for individual countries will be the driving force for growth

PONTEDERA, Italy—During a recent
meeting with engineers and designers,
Piaggio SpA Chairman Roberto Colaninno
mounted the back seat of a cherry-red
Vespa with his legs dangling over one side
of the scooter.

“The ladies sit this way,” Mr. Colaninno
said, demonstrating how women in India
typically ride side-saddle on the back of a
scooter to accommodate their floor-length
saris. For months, Piaggio designers in India
and Tuscany had been retooling the design
of the red scooter, which Mr. Colaninno in-
formally calls the “Indian Vespa.” As Mr.
Colaninno spoke, an engineer offered to add
a fin-like footrest to the scooter’s left side.

Redesigning the Vespa to appeal to dif-
ferent markets is a big part of Piaggio’s
plans to push deeper into Asia, the world’s
largest scooter market. In India, Piaggio will
invest €100 million ($129 million) over the
next three years to double production ca-
pacity. The strategy calls for Piaggio to pro-
duce Vespas locally by the end of 2012, af-
ter a 15-year absence. It also involves
re-engineering a new line of tiny trucks and
three-wheel “tuk-tuks” that keep India’s
economy humming along.

In Vietnam, the company is beefing up
the factory it opened a year ago to produce
a new generation of Vespas for Vietnam,
Malaysia, Indonesia and the Philippines.

Piaggio is also taking tentative steps to
enter China, the world’s single-biggest

scooter market by deliveries. In August,
Piaggio will begin selling the MP3, its
three-wheel, high performance scooter,
across China, Mr. Colaninno said. The Vespa
will be shipped to China soon, but dates and
a price haven’t yet been set.

Piaggio’s shift toward faster growing-
Asian markets aims to offset sluggishness in
Europe, where a deep recession and limping
recovery have undercut Piaggio’s revenue.
Squeezed by the sovereign-debt crisis, gov-
ernments such as Italy are now withdrawing
incentives that helped Piaggio and other
manufacturers survive the worst of the re-
cession. Piaggio’s European revenue de-
clined 4.9% over the first five months of the
year to €444 million, compared with the
same period last year. In Asia, revenue in-
creased 74% to €200 million.

Growing car traffic, Mr. Colaninno said,
will spur sales of scooters that can easily
weave between cars that have begun to
choke Asia’s streets and park in tight
spaces.

The barriers to entering China, India and
other emerging Asian economies are high.
European scooter and motorcycle makers
have traditionally struggled to match the
cutthroat prices of Asian rivals. Piaggio
must compete against better-known Japa-
nese brands including Honda Motor Co.
and Yamaha Motor Co., as well as domestic
manufacturers, such as India’s Bajaj Auto
Ltd., that churn out low-price scooters with
few frills. China accounts for more than
40% of the motorcycles and scooters sold
world-wide but generates only 15% of the
industry’s revenue.

The Vespa, with a swan-like body molded

from steel rather than the low-cost plastic
used by rivals, is “too much of a higher-end
product” for markets like China, said Ales-
sandro Falcioni, an analyst at UniCredit.

In the late 1990s, Mr. Colaninno stunned
markets by engineering a buyout of Tele-
com Italia SpA in what was then Europe’s
largest ever hostile takeover. After selling
out of the telecommunications operator, he
invested €100 million though his Immsi SpA
holding company to buy a controlling stake
in Piaggio.

At the time, Piaggio was burning
through cash and struggling with massive
debts. The Vespa, in particular, had disap-
peared from most markets during the late
1980s and early 1990s, because its steel
body was considered too costly to make.

Mr. Colaninno retooled Piaggio’s assem-
bly lines so that any kind of scooter could
be produced in Pontedera. Today, the plant
can churn out 50 different versions of the
Vespa as well as high-tech scooters such as
hybrids and the MP3, which has three
wheels for stability but can tilt on an axis
like a two-wheel scooter.

In Piaggio’s design studio, at the center
of the sprawling Pontedera plant, designers
carve prototypes out of synthetic wood that
are then scanned into computers.

One Vespa prototype, painted in bubble-
gum blue, had a space-age silhouette. Mr.
Coloninno worries that the unconventional
design hadn’t tested strongly with focus
groups in some European markets. “Maybe
it could work in Los Angeles,” he said.

For now, Piaggio will export Vespa and
MP3 scooters produced in Italy to dealer-
ships in Shanghai, Beijing and other Chinese

cities in order to test the market. Given the
competition, Piaggio is aiming to target the
high-end market there. Those scooters will
carry European-level price tags.

The Vespa LX 125 sells for about €3,380,
or about $4,300, in European markets,
while the latest MP3 models retail for about
double that price. If China responds well to
the MP3, Piaggio could begin to produce it
there within the next three years, signifi-
cantly lowering the scooter’s price, he said.

Piaggio is already at work bringing down
the price of the Vespa in India, which there
by the end of 2012. Mr. Colaninno said a
Vespa scooter will cost about $800 to pro-
duce in India, about half of what it costs to
produce a similar model in Italy. Models are
expected to be competitively priced in the
Indian market.

The Indian Vespa’s engine won’t have a
fuel-injection system and isn’t designed to
meet emissions standards in Europe and
North America. The scooter is fitted with
drum brakes instead of disc brakes, making
it easier to change tires that frequently get
flattened along India’s patchy roadways.

Designers narrowed the Vespa’s floor-
board so the feet of riders, who tend to be
shorter in India, according to Piaggio’s mar-
ket research, can easily reach the ground.

A similar design challenge, he said, has
recently cropped up in Vietnam where more
women have begun to wear high-heel shoes.
“You need to pay attention to the ergo-
nomic design in relation to the people
you’re targeting,” Mr. Colaninno said. “And
now with the heels...we have to modify.”

—Margherita Stancati
contributed to this article.

BY STACY MEICHTRY

Piaggio will soon roll out its MP3 scooter in China, says CEO Roberto Colaninno, while plans are also being developed for India and Vietnam.
Bloomberg News

[ Roberto Colaninno ]
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 07/22 USD 9.82 -5.3 10.8 -9.4
Am Blend Portfolio I US EQ LUX 07/22 USD 11.60 -5.1 11.5 -8.7
Am Growth A US EQ LUX 07/22 USD 28.75 -8.0 9.6 -3.0
Am Growth B US EQ LUX 07/22 USD 24.04 -8.5 8.5 -4.0
Am Growth I US EQ LUX 07/22 USD 32.01 -7.5 10.5 -2.2
Am Income A US BD LUX 07/22 USD 8.75 6.8 17.4 10.1
Am Income A2 US BD LUX 07/22 USD 20.41 7.2 17.4 10.0
Am Income B US BD LUX 07/22 USD 8.75 6.4 16.6 9.2
Am Income B2 US BD LUX 07/22 USD 17.52 6.8 16.6 9.2
Am Income I US BD LUX 07/22 USD 8.75 7.1 18.1 10.7
Emg Mkts Debt A GL BD LUX 07/22 USD 16.27 8.0 23.2 12.9

Emg Mkts Debt A2 GL BD LUX 07/22 USD 21.79 8.4 23.1 12.9
Emg Mkts Debt B GL BD LUX 07/22 USD 16.27 7.5 22.0 11.8
Emg Mkts Debt B2 GL BD LUX 07/22 USD 20.87 7.8 21.9 11.8
Emg Mkts Debt I GL BD LUX 07/22 USD 16.27 8.2 23.8 13.4
Emg Mkts Growth A GL EQ LUX 07/22 USD 34.10 -1.6 23.5 -6.8
Emg Mkts Growth B GL EQ LUX 07/22 USD 28.74 -2.1 22.2 -7.7
Emg Mkts Growth I GL EQ LUX 07/22 USD 37.97 -1.1 24.5 -6.1
Eur Growth A EU EQ LUX 07/22 EUR 7.42 5.5 18.5 -4.8
Eur Growth B EU EQ LUX 07/22 EUR 6.63 4.9 17.3 -5.7
Eur Growth I EU EQ LUX 07/22 EUR 8.12 5.9 19.6 -4.1
Eur Income A EU BD LUX 07/22 EUR 6.80 6.0 20.4 10.1
Eur Income A2 EU BD LUX 07/22 EUR 13.70 6.4 20.4 10.2
Eur Income B EU BD LUX 07/22 EUR 6.80 5.7 19.7 9.3
Eur Income B2 EU BD LUX 07/22 EUR 12.69 6.0 19.5 9.4
Eur Income I EU BD LUX 07/22 EUR 6.80 6.3 21.0 10.7
Eur Strat Value A EU EQ LUX 07/22 EUR 8.30 -2.7 13.5 -11.9
Eur Strat Value I EU EQ LUX 07/22 EUR 8.53 -2.4 14.3 -11.2
Eur Value A EU EQ LUX 07/22 EUR 8.94 -2.8 13.9 -8.4
Eur Value B EU EQ LUX 07/22 EUR 8.18 -3.3 12.8 -9.3
Eur Value I EU EQ LUX 07/22 EUR 10.37 -2.4 14.8 -7.7
Gl Balanced (Euro) A EU BA LUX 07/22 USD 14.82 NS NS NS
Gl Balanced (Euro) B EU BA LUX 07/22 USD 14.35 NS NS NS
Gl Balanced (Euro) C EU BA LUX 07/22 USD 14.67 NS NS NS
Gl Balanced (Euro) I EU BA LUX 07/22 USD 15.14 NS NS NS
Gl Balanced A US BA LUX 07/22 USD 16.01 -2.9 9.6 -6.5
Gl Balanced B US BA LUX 07/22 USD 15.14 -3.4 8.5 -7.4
Gl Balanced I US BA LUX 07/22 USD 16.67 -2.5 10.4 -5.9
Gl Bond A US BD LUX 07/22 USD 9.56 5.5 11.7 8.3
Gl Bond A2 US BD LUX 07/22 USD 16.94 5.8 11.7 8.3
Gl Bond B US BD LUX 07/22 USD 9.56 5.0 10.6 7.2
Gl Bond B2 US BD LUX 07/22 USD 14.76 5.3 10.6 7.2
Gl Bond I US BD LUX 07/22 USD 9.56 5.8 12.3 8.9

Gl Conservative A US BA LUX 07/22 USD 14.75 0.4 8.4 -0.5
Gl Conservative A2 US BA LUX 07/22 USD 17.00 0.4 8.5 -0.5
Gl Conservative B US BA LUX 07/22 USD 14.73 -0.2 7.4 -1.5
Gl Conservative B2 US BA LUX 07/22 USD 16.06 -0.2 7.4 -1.5
Gl Conservative I US BA LUX 07/22 USD 14.84 0.8 9.3 0.3
Gl Eq Blend A GL EQ LUX 07/22 USD 10.67 -8.5 7.5 -16.8
Gl Eq Blend B GL EQ LUX 07/22 USD 9.96 -9.0 6.4 -17.6
Gl Eq Blend I GL EQ LUX 07/22 USD 11.30 -8.1 8.3 -16.2
Gl Growth A GL EQ LUX 07/22 USD 38.99 -7.0 8.7 -16.5
Gl Growth B GL EQ LUX 07/22 USD 32.37 -7.5 7.6 -17.3
Gl Growth I GL EQ LUX 07/22 USD 43.49 -6.5 9.5 -15.8
Gl High Yield A US BD LUX 07/22 USD 4.46 7.2 30.2 10.4
Gl High Yield A2 US BD LUX 07/22 USD 9.98 7.8 30.3 10.4
Gl High Yield B US BD LUX 07/22 USD 4.46 6.6 28.7 9.1
Gl High Yield B2 US BD LUX 07/22 USD 15.96 7.3 29.0 9.3
Gl High Yield I US BD LUX 07/22 USD 4.46 7.5 30.9 11.1
Gl Thematic Res A GL EQ LUX 07/22 USD 14.14 -4.0 12.7 0.3
Gl Thematic Res B GL EQ LUX 07/22 USD 12.30 -4.6 11.6 -0.7
Gl Thematic Res I GL EQ LUX 07/22 USD 15.84 -3.6 13.6 1.1
Gl Value A GL EQ LUX 07/22 USD 10.06 -9.7 6.9 -17.0
Gl Value B GL EQ LUX 07/22 USD 9.19 -10.3 5.8 -17.8
Gl Value I GL EQ LUX 07/22 USD 10.74 -9.4 7.6 -16.4
India Growth A EA EQ LUX 07/22 USD 134.50 6.0 34.4 NS
India Growth AX EA EQ LUX 07/22 USD 117.75 6.1 34.7 17.3
India Growth B EA EQ LUX 07/22 USD 140.11 5.4 33.0 NS
India Growth BX EA EQ LUX 07/22 USD 100.09 5.5 33.3 16.1
India Growth I EA EQ LUX 07/22 USD 122.37 6.4 35.4 17.8
Int'l Health Care A OT EQ LUX 07/22 USD 125.97 -8.4 7.3 -6.8
Int'l Health Care B OT EQ LUX 07/22 USD 105.66 -8.9 6.2 -7.7
Int'l Health Care I OT EQ LUX 07/22 USD 138.24 -8.0 8.1 -6.1
Int'l Technology A OT EQ LUX 07/22 USD 109.26 -1.0 19.0 -3.3
Int'l Technology B OT EQ LUX 07/22 USD 94.15 -1.5 17.8 -4.3

Int'l Technology I OT EQ LUX 07/22 USD 123.05 -0.6 20.0 -2.6
Japan Blend A JP EQ LUX 07/22 JPY 5348.00 -11.2 -7.6 -22.1
Japan Growth A JP EQ LUX 07/22 JPY 5097.00 -13.2 -10.4 -23.3
Japan Growth I JP EQ LUX 07/22 JPY 5268.00 -12.8 -9.7 -22.7
Japan Strat Value A JP EQ LUX 07/22 JPY 5619.00 -8.2 -3.0 -20.7
Japan Strat Value I JP EQ LUX 07/22 JPY 5794.00 -7.8 -2.2 -20.1
Real Estate Sec. A OT EQ LUX 07/22 USD 14.52 1.2 26.6 -8.7
Real Estate Sec. B OT EQ LUX 07/22 USD 13.20 0.6 25.4 -9.6
Real Estate Sec. I OT EQ LUX 07/22 USD 15.67 1.6 27.6 -7.9
Short Mat Dollar A US BD LUX 07/22 USD 7.33 2.3 8.9 0.9
Short Mat Dollar A2 US BD LUX 07/22 USD 10.03 2.5 8.8 0.8
Short Mat Dollar B US BD LUX 07/22 USD 7.33 2.1 8.4 0.4
Short Mat Dollar B2 US BD LUX 07/22 USD 9.96 2.3 8.3 0.4
Short Mat Dollar I US BD LUX 07/22 USD 7.33 2.6 9.4 1.5
US Thematic Research A US EQ LUX 07/22 USD 8.38 -1.8 10.1 -5.7
US Thematic Research B US EQ LUX 07/22 USD 7.67 -2.3 8.9 -6.7
US Thematic Research I US EQ LUX 07/22 USD 9.06 -1.3 10.9 -5.0

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 07/22 GBP 7.93 -3.7 15.2 0.3
Andfs. Borsa Global GL EQ AND 07/22 EUR 6.12 -5.9 8.3 -11.9
Andfs. Emergents GL EQ AND 07/22 USD 16.34 -5.9 15.5 -5.4
Andfs. Espanya EU EQ AND 07/22 EUR 11.95 -14.1 2.2 -6.6
Andfs. Estats Units US EQ AND 07/22 USD 14.04 -6.5 8.2 -9.9

FUND SCORECARD
Global Equity
These funds primarily take long/short posistions in equities securities. At least 60% of assets invested in
equities with no primary regional focus. Ranked on % total return (dividends reinvested) in U.S. dollars for
one year ending July 23, 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

NS Haverstock Haverstock USDUSA 5.61 50.90 NS NS
Master Fund, Ltd. Offshore Manager, LLC

NS Perinvest Perinvest USDLUX 4.89 44.97 -3.51 NS
(Lux) Sicav Glb Div Eq B Acc Management Ltd

NS Lionhart Lionhart USDVGB 24.49 42.13 -31.77 NS
Aurora Prt - Venture(ONSHORE) Investments Ltd

3 K&N Value K&N Group EURCHE 6.75 34.27 14.17 2.69
Select Corp

NS Actio SICAV LEMANIK ASSET EURLUX -0.53 28.04 -9.10 1.62
Croissance Plus MANAGEMENT LUXEMBOURG S.A.

3 Carnegie Carnegie Fund EURLUX 13.73 25.77 2.57 5.62
WrldWd Lng/Shrt Fd Management Company S.A.

NS Eccleston Oldfield Partners GBPJEY -6.63 19.59 4.21 7.57
Spcl Situations Fnd LLP

2 Strand Strand SEKSWE -3.08 15.51 18.58 NS
Småbolagsfond Kapitalförvaltning AB

NS IVA Global International EURCYM 0.11 14.26 0.89 NS
Cayman Non-U.S. EURO Value Advisers, LLC

NS GAIA World Gaia Capital USDCHE -15.23 14.21 -24.48 NS
Agri Fund B Advisors SA

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

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

Gold bulls say demand
will spur a price rebound

LONDON—Gold prices slid to a
two-month low last week, but ana-
lysts and traders believe demand is
robust enough to prevent an even
sharper drop in prices in coming
weeks.

After falling to $1,175 a troy
ounce Tuesday, a 7% drop from the
June high, gold prices rebounded
modestly through the rest of the
week to close at $1,187.70. The
comeback occurred even as investor
fear—often a key driver of gold
prices—continued to ease.

Gold’s appeal as a haven in time
of trouble has boosted prices over
the past three years, with the pre-
cious metal reaching a record
Comex futures close of $1,257.20 an
ounce June 18. Gold is up 25% in the
past year and has been one of the
best-performing assets through the
financial crisis.

In the first half of the year, gold
benefited from worries about the
euro amid a sovereign-debt crisis
along the periphery of the common-
currency zone.

“The rush from euros into safe-
haven assets, namely the U.S. dollar
and gold has, for now, abated,” Jef-
frey Nichols, managing director of
American Precious Metals Advisors,
said in a report last week. “None of
this has, in any way, however re-
duced our long-term bullish view of

gold-price prospects.”
“In fact,” he said, “the recent

selloff—and any further short-term
price decline that may occur in the
next few days or weeks—simply
makes gold that much more attrac-
tive to long-term investors.”

The near-term outlook for gold is
mixed. London-based broker Triland
Metals warns that gold may fall to
$1,170 an ounce, considered a tech-
nical support level. Barclays Capital,
however, says any retreat should be
seen as “temporary and counter-
trend.”

Barclays analyst Suki Cooper
says longer-term interest in the
metal remains robust, and that any
marked shift in risk sentiment
would merely add “to the short-
term volatility in the market.”

“A lot of the interest we are see-
ing at the moment is from long-
term investors, and we don’t see
that abating,” Ms. Cooper said.

Other factors that could boost
gold include demand from emerging
economies—the latest Chinese trade
data show a continued healthy ap-
petite for precious metals—and the
increasing range of gold-based ex-
change-traded funds, notes and
other products.

Moreover, with India’s festival
and wedding season soon to start,
gold jewelry demand is expected to
get a boost. According to the World
Gold Council, jewelry consistently
accounts for more than two-thirds
of global gold demand, whereas in-
vestment demand is less than one-
fifth.

In a report this week, Commerz-
bank said that, in addition to bur-
geoning jewelry demand, falling
scrap supplies could offer additional
support to gold prices.

There was a 43% slide in the
supply of gold scrap in the first
quarter of 2010, down to 343 tons,
the bank said.

Central-bank gold purchases, es-
pecially from emerging markets,

may also play a role in future gold
prices.

The World Gold Council in a re-
cent study said a risk-averse central
bank should hold as much as 8.5% of
its reserves in gold.

Commerzbank gold analyst Eu-
gen Weinberg said China would
have to buy 4,400 tons of gold to
reach that level.

He added that central banks in
Russia, at 5.5% of reserves, and In-
dia, 7.5% of reserves, could be buy-
ers of gold

Commerzbank described gold’s
long-term outlook as “favorable”
and said it expects prices to rise to
$1,250 an ounce by the end of the
year and $1,350 an ounce by the end
of 2011.

BY RHIANNON HOYLE

Source: Thomson Reuters via WSJ
Market Data Group

Shine comes off
Daily settlement price on the
continuous front-month contract on
the Comex division of Nymex
Friday: $1,187.7 a troy ounce, down $7.8
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