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LVMH profit rise signals luxury’s return

British Prime Minister David Cameron, left, and Turkey’s Prime Minister Recep Tayyip Erdogan sign documents in Ankara on Tuesday. Cameron, stopping in Turkey on his
way to India, slammed the slow pace of Turkey’s European Union accession talks and warned against shutting out the country because of anti-Muslim prejudice.
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Cameron uses visit to Turkey to renew push for its full EU membership

PARIS—Luxury-goods sup-
plier LVMH Moet Hennessy
Louis Vuitton Tuesday re-
ported a 53% jump in first-
half profit, heralding a strong
return of high-end consump-
tion and, in a break from pre-
vious cautiousness, expressed
some confidence about the
rest of the year.

The world’s largest luxury-
goods company, which owns
Krug champagne and Berluti
shoes, posted net profit of
€1.05 billion (US$1.36 billion),
up from €687 million a year
earlier, on strong revenue
growth across the board.

In a sign the French com-
pany plans to solidify its posi-
tion in the industry, LVMH ex-
ecutives pledged to employ
marketing efforts and invest
in fast-growing markets like
China to capture a bigger
share of sales.

“In the current recovery
from the economic crisis,
LVMH will continue to gain
market share,” the company
said in its statement.

Revenue for the six months
to June 30 was €9.1 billion, up
17% from €7.8 billion a year
earlier and ahead of analyst
expectations of €8.85 billion.
All divisions, from perfume to
wine, posted double-digit

sales growth with the highest
increase coming from watches
and jewelry, up 28% to €443
million. LVMH said there was
a strong recovery in orders.
The business was one of the
hardest hit in the sector as re-
tailers dramatically cut back
on orders during the crisis.

The fashion and leather-
goods division, which houses
the company’s star brand and
one of the industry’s stron-
gest performers throughout
the crisis, Louis Vuitton,
posted 18% growth to €3.52
billion. Luxury consumers
took refuge in more classic
leather accessories, preferring
staid brands to the trendy

handbags of the boom years.
Still, the company declined

to give full-year guidance.
“Thanks to the crisis we

don’t give previsions any-
more,” LVMH Chairman and
Chief Executive Bernard Ar-
nault said Tuesday. Mr. Ar-
nault and other luxury execu-
tives have been wary in
calling a recovery.

Mr. Arnault declined to
give details of the company’s
future acquisition plans, ex-
cept to say he isn’t interested
in buying the French cosmet-
ics giant L’Oreal SA. A politi-
cal scandal in France, origi-
nally stemming from a legal
dispute between L’Oreal heir-

ess Liliane Bettencourt and
her daughter Françoise Bet-
tencourt-Meyers, has raised
questions about the com-
pany’s shareholder structure.

Profit from recurring oper-
ations was €1.82 billion, up
34%, beating analyst expecta-
tions for €1.68 billion.

LVMH shares have climbed
nearly 20% over the past six
months, outpacing a 2% de-
cline in the Paris CAC-40 in-
dex over the same period. Ex-
pectations for a firm pickup in
the luxury goods industry
were fueled by a strong show-
ing from smaller peers Burb-
erry and Hermès Interna-
tional earlier this month.

BY MIMOSA SPENCER

BP plans overhaul after disaster
BP PLC on Tuesday

launched a radical shake-up,
including plans to sell about
$30 billion in assets, appoint
a new chief executive and al-
ter the way it does business.

The changes, which came
as the company reported a
massive quarterly loss in the
wake of the Deepwater Hori-
zon oil-rig disaster, will leave
the company smaller and fo-
cused on restoring its bat-
tered reputation—though it
will continue to pursue oppor-
tunities in deep water and
plans to remain as a strong
presence in the U.S., senior BP
executives said.

The moves are an attempt
to draw a line under an envi-
ronmental catastrophe that
hammered BP’s shares and
global reputation.

Chief Executive Tony Hay-
ward, who will be succeeded
by Robert Dudley on Oct. 1,
said the planned asset sales
would turn BP from a four-
million-barrel-a-day oil giant
to “perhaps a 3.5 million-bar-
rel-a-day company that has
higher-quality assets [and] a
more focused portfolio.” It
would still produce more oil
and gas than rival Royal
Dutch Shell PLC.

Some analysts said the

disposals were a chance for
BP to reinvent itself. “In the
space of 18 months they could
end up becoming a more
finely tuned, leaner, meaner
machine,” said Jason Kenney,
an oil analyst at ING Bank. He
said it provided the company
with a chance to get ahead of
its peer group by focusing
more tightly on the top-per-
forming assets in its portfolio.

BP posted a loss of $17.15
billion for the second quarter,
reflecting a pretax charge of
$32.2 billion to cover future
and current costs from con-
tainment, cleanup, compensa-
tion and fines relating to the

Gulf of Mexico oil spill. BP ex-
pects to receive a tax credit of
$9.88 billion on the charge,
bringing the post-tax spill
cost to $21.95 billion.

BP said Mr. Hayward was
to step down by mutual
agreement with the com-
pany’s board. Mr. Hayward
said that in leading BP’s
emergency response to the
Deepwater Horizon disaster,
he had become the public face
of BP and as a consequence
had been “demonized and vili-
fied” in the U.S. “The fact is
that BP cannot move on as a
company in the United States
with me as its leader,” Mr.

Hayward said.
In a statement, BP Chair-

man Carl-Henric Svanberg
said the spill had been a wa-
tershed incident, and that BP
would be a “different com-
pany going forward, requiring
fresh leadership supported by
robust governance and a very
engaged board.”

Mr. Svanberg said Tuesday
he had never considered re-
signing. “The board have re-
peatedly and explicitly told
me to stay on,” he told a re-
porter who asked whether he
should have stepped down in-
stead of Mr. Hayward.

Critics say Mr. Svanberg, a

former Swedish telecom exec-
utive, kept a notably low pro-
file in the early weeks of the
disaster, and that he didn’t
express enough whole-hearted
support for Mr. Hayward at
critical junctures. That has led
some to conclude his long-
term tenure as chairman is
not assured. Some observers
say there is at least one po-
tential successor on the BP
board: Paul Anderson, the for-
mer CEO of BHP Billiton PLC.

Germany
gives Basel
objections

The revised Basel banking
regulations are earning low
marks from German officials,
who say the new rules will
hurt German banks, which fi-
nance many of the small and
midsize companies in Europe’s
biggest economy.

But investors shrugged off
Germany’s concerns about
Basel III and sent bank stocks
rising since the new rules
aren’t as tough as initial pro-
posals. Germany resisted the
proposal partly because of
concerns about Basel’s impact
on banking giant Deutsche
Bank AG, people familiar with
the Basel negotiations said.
Deutsche Bank said it wel-
comed the new Basel rules.

� BP sets new path as it logs
massive loss ................................. 4

� Chairman survives but future
is uncertain ................................... 5

� French pleas for leniency
went unmet ................................ 21
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BP seeks cure
for Gulf malady
with a shrink

There is little love lost between
BP and the White House. But in an-
nouncing quarterly results and a
new chief executive Tuesday, the oil
company effectively co-opted one
presidential election slogan. But do
BP’s efforts represent change its
shareholders can believe in?

BP’s stock price has rallied 40%
since its June nadir. But its market
capitalization has fallen $46 billion
relative to its peer group since di-
saster struck April 20. The company
announced a $32 billion cost provi-
sion Tuesday.

The difference may reflect skep-
ticism that BP’s provision is big
enough.

The well isn’t plugged yet, and
BP doesn’t assume potential liability
for gross negligence. More omi-
nously, the gap might represent a
structural discount in the stock
price reflecting BP’s track record of
accidents.

Reassurance that BP can fix the
safety issue will take time. But signs
the company is considering struc-
tural changes are encouraging for
investors.

Outgoing CEO Tony Hayward
said asset sales of as much as $30
billion should leave the company
producing 3.5 million barrels of oil
equivalent a day, back to 2003 lev-
els. As an aside, Russia’s importance
in BP’s production mix should rise,
making Mr. Hayward’s proposed
move to TNK-BP look less like Sibe-
rian exile.

Most important, BP is building
room to maneuver. J.P. Morgan
Chase calculates net debt might
amount to just $2.1 billion by the
end of 2011, against BP’s target of
$10 billion to $15 billion.

The gap provides room to absorb
further costs, resume dividend pay-
ments or invest in something the
other big oil companies have strug-
gled with: growth. And as a smaller
company with the freedom to reset
shareholder payouts, BP has a better
chance of delivering on this front.

—Liam Denning
and Matthew Curtin

Private equity’s taste for seconds
Private equity now favors a sec-

ond bite at the buyout.
This year, 35% of private-equity

purchases have been “secondary
buyouts,” in which one financial
buyer sells to another. That is easily
the highest proportion in at least a
decade, according to data provider
Dealogic.

Lion Capital’s €1.5 billion ($1.95
billion) purchase of Picard Surgeles,
an upmarket French frozen-food re-
tailer, is the latest example. The last-
round bidders were all private-eq-
uity firms, with no strategic buyers
in the final three.

There are good reasons for a
surge in secondaries. After a tough
few years, buyout firms need to
demonstrate they can exit invest-
ments at a profit. With markets vola-
tile, and demand for initial public of-
ferings patchy, the easiest companies

to shed are the most stable. Hence,
the recent run of food deals, includ-
ing frozen-food peers Findus Italy
and Birds Eye Foods in the U.S.

Meanwhile, private-equity firms
also are under pressure to put funds
to work after a deal drought. And
guess what type of companies for
which banks and others are happy to
provide debt funding? Those with

relatively stable cash flows.
Admittedly, Lion Capital will ac-

quire Picard with debt of 5.5 times
2009 earnings before interest, taxes,
depreciation and amortization,
which is well below the seven times
at which previous owners BC Part-
ners bought in. But that is way
above the average private-equity
buyout at 3.7 times this year, accord-
ing to Thomson Reuters.

BC Partners has doubled its 2004
equity investment in Picard, respect-
able given the tough market, but no
blockbuster return. But Lion Capital
will be the third private-equity
owner since Picard was spun off
from Carrefour in 2001.

Even for a consumer-goods spe-
cialist, there is a limit to how much
value a new owner can squeeze out
of a reheated deal.

—Hester Plumridge

Confidence rebuild in Europe
Europe’s governments appear to

have regained the confidence of in-
vestors. Can they now get consumers
to follow suit and offset some of the
effects of coming austerity?

Recent data are encouraging.
Tuesday brought a rosy picture from
Germany, where economic expecta-
tions surged to the highest level
since October 2007, according to the
GfK consumer survey. While U.S.
consumer-confidence data again dis-
appointed, last week’s euro-area
flash consumer-confidence number
for July showed a near-record
monthly gain, J.P. Morgan points out,
and at minus-14.1, is at its highest
level since the recovery started.

Germany is in a unique position to
benefit from the crisis because of its
stable financial position and export
strength. It isn’t tightening fiscal
policy, and unemployment is falling
relatively quickly. Other euro-zone
countries may need consumers to
take more of a leap of faith.

Take Spain, where unemployment
is close to 20% and efforts to reduce

the deficit will weigh further on con-
sumers. Spanish consumer confi-
dence plummeted in May but ad-
vanced slightly in June. Further
improvement in sentiment could
start to reduce the household sav-
ings rate, which has rocketed to
18.5%. A reduction of 2.5 percentage
points in the savings rate, leaving it

still far above precrisis levels of
about 11%, could give a 1.5-percent-
age-point boost to gross domestic
product, something the Spanish gov-
ernment is banking on in its assump-
tions, says one official.

With Spain the biggest benefi-
ciary of the European bank stress
tests and with fears over its sover-
eign funding receding quickly, the
picture could improve. Encourag-
ingly, in Ireland, where austerity also
is biting hard, consumer sentiment
has steadily improved.

Of course, there are big head-
winds. In some countries, such as
Greece, additional tax increases take
effect in the second half and will be
a further burden. Consumers, al-
though reassured that a government-
debt crisis has been averted, may be-
come weary of budget cuts and fear
tax rises. But European Central Bank
President Jean-Claude Trichet looks
right in pushing for a degree of aus-
terity. If handled right, it could be-
come the source of vital confidence.

—Richard Barley

*Year-to-date Source: Dealogic
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Citigroup’s greatest trade ever?
The investment bank unloaded

its highly profitable Phibro com-
modities-trading unit in order to
deflect criticism over the huge pay-
checks enjoyed by its head, An-
drew Hall.

But the buyer, Occidental Pe-
troleum, rather than getting a
steal, got rather more than it bar-
gained for.

Phibro “appears to be the bulk”
of the reason why Oxy missed
Wall Street earnings expectations,
Chief Financial Officer Steve Cha-
zen said in a conference call with
investors.

Chazen said, “You can’t say trad-
ing results were anything but
lousy,” and that the firm has re-
duced the amount of exposure in
the hope of cutting volatility.

Oxy has the challenge of turn-
ing the performance around. But at
least its shoddy performance
means it shouldn’t have to contend
with any outcry over the pay being
pocketed by its traders.

—overheard@wsj.com
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With markets volatile, and
demand for initial public
offerings patchy, the easiest
companies to shed are the
most stable.

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

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

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

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

europe.WSJ.com *All weekend with the Friday edition



2 THE WALL STREET JOURNAL. Wednesday, July 28, 2010

PAGE TWO

Cameron’s trade mission to India

“Turkey is
Europe’s BRIC,”
declared British
Prime Minister
David Cameron
Tuesday. In

Ankara, on a mission to win
friends and trade, he produced the
statistics to show why he puts
Turkey up with the growth
economies of Brazil, Russia, India
and China.

“Which country grew at 11% at
the start of this year?” he asked
rhetorically, slickly ignoring the
fact that the first quarter’s
storming performance was aided
by a comparison that saw a 14.7%
fall in the same period last year.
But putting aside such quibbles,
Turkey is an exciting economy,
with more young people than any
of the 27 countries in the
European Union. Mr. Cameron is
as enthusiastic about bringing
Turkey into that Union as many of
his fellow EU citizens are about
keeping it out.

Rebounding from recession,
the country is on course for GDP
growth of more than 6% for the
year as a whole. That, though,
does not put it in the league of
the BRIC’s two leaders, China and
India, the latter being the next
stop on Mr. Cameron’s sales trip.
Heading for growth of 8.5% this
year and with a target of 10% by
2014, the business leaders in the
high-powered delegation
travelling with him would dearly
love to benefit from that growth.

The task for Mr. Cameron,
having so recently returned from
what was deemed a successful
effort to polish up the special
relationship between the U.K. and
the U.S., is to see if such a bond
can be revived in India. It will not
be easy. The U.K. has been losing
ground in India to the U.S. and
although the country is keen to
encourage foreign direct
investment in some areas,
particularly infrastructure, it is
not about to dismantle the

barriers that exist for much of the
service sector. There will be no
end of pleasantries to mark the
visit but a true mark of success
would be a change in the laws
which prevent overseas law firms,
for instance, being able to open
offices in the country.

As Indian businesses go global,
they would benefit from having
easy access to the international
legal firms but the local

practitioners have proved highly
successful in fending off what
they see as potential competition.
In other sectors, such as retail and
finance, there are strict
restrictions on overseas operators.
Major banking groups intent on
reaching India’s growing wealth,
are limited in the number and
location of branches they are
allowed to open.

Mr. Cameron’s delegation may
press hard for change but the
Indian government may not be
persuaded. It knows it needs a
huge amount of investment if it is
to generate the 10% a year growth
that it deems essential for dealing
with the poverty which still
shrouds much of the country. The

financial secretary, Ashok Chawla,
told a conference of the
Confederation of Indian Industry
this week that the public had to
be persuaded to put their spare
cash into financial assets rather
than physical assets. It may take
time to persuade the new middle
class that their money has to be
invested rather than flaunted.

However, according to Hari
Bhartia, the CII President, Indian
businesses “are maintaining their
investment momentum.” And Mr.
Cameron’s visit is as much geared
to encouraging them to make that
investment in the U.K. as it is
about opening more doors for
British businesses in India.

Over the worst?
BP is not about to go bust. The

numbers the company produced
Tuesday made it very clear that,
while it had suffered a massive
blow in the Gulf of Mexico, it is
not a financial knock-out. Despite
the fact that potential litigants are
lining up to try and take the
company to the cleaners, it is
confident that the $32.2 billion
charge that it is taking against the
cost of the disaster and its clean-
up will be enough.

Although the results of various
investigations into the leak have
yet to be completed, Chairman
Carl-Henric Svanberg is now
confident that the company was
not “grossly negligent.” There is a
strong implication here that
others may have to step forward

and take their share of the bill.
It came as no surprise that the

chief executive, Tony Hayward, is
making his contribution, although
the pain of leaving a company he
persuasively claimed to love is
well cushioned. His payout has
already brought criticism from
those who have seen their
livelihoods wrecked by the leak.

Mr. Svanberg defended the
decision to offer Mr. Hayward a
non-executive directorship of
TNK-BP, the Russian joint venture,
saying that he was extremely well
connected with the Russian
leadership and would play a useful
role. He insisted that he didn’t
know what financial reward that
role would carry, however.

What is clear is that Mr.
Svanberg himself has been been
granted a reprieve from calls that
he should exit alongside his chief
executive. That may only be
temporary, but there appears to
be a lack of appetite for another
change at the top of the company
right away. But with a potential
successor in the shape of Paul
Anderson, the former BHP
Billiton chief executive, already
installed as a non-executive
director, Mr. Svanberg will have to
demonstrate in the next few
months that he really is up to the
job. However much he may enjoy
sailing, he will be well advised, as
would have been Mr. Hayward, to
stay away from his yacht for a
while.

Too expensive to lose
Giving evidence to a

Parliamentary committee Tuesday,
a minister spelled out the
difficulty facing a government
intent on slimming the public
sector. Francis Maude, a Cabinet
Office minister, said that there
were pools of civil servants who
were effectively without jobs but
whom it would be too expensive
to make redundant. As the private
sector knows, slimming down a
workf orce can be a costly
business. So generous are the civil
service contracts that it could be
ruinous. Hence the need to force
through changes in the terms.

India is heading for growth of 8.5% this year with a target of 10% by 2014.
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Autos

n Audi will report a “very signifi-
cant” year-on-year rise in second-
quarter earnings, fueled by stron-
ger car sales, the head of Volks-
wagen’s premium-car unit said. In
the first half of the year, Audi’s
car sales rose 19% from a year
earlier to 554,950 vehicles.

n Mercedes-Benz said it expects
to contribute €4 billion ($5.2 bil-
lion) in earnings before interest
and tax, or Ebit, to parent Daim-
ler’s full-year profit, which is ex-
pected to total €6 billion this year.

n Valeo caught the benefits of
the recovering auto market as
makers demanded more of the
components the French company
makes. It swung back to a net
profit in the first half as revenue
rose 38%. It now targets a 6% rise
in car output in Europe for the
full year, an 18% gain in Asia as
well as a 30% rise in North Amer-
ica and 10% higher output in
South America.

i i i

Aviation

n Air France-KLM overcame the
ash cloud to report a better-than-
expected fiscal first-quarter net
profit of €736 million thanks to a
recovery in cargo and passenger
traffic and a one-time €1 billion
capital gain from the initial public
offering of the Amadeus reserva-
tion network. The airline said that
without the impact of the air-traf-
fic closure, its passenger business
would have broken even.

i i i

Conglomerates

n General Electric agreed to pay
$23.5 million to settle SEC
charges its subsidiaries paid kick-
backs early last decade to win
health-care and water contracts in
Iraq. The SEC alleges the compa-
nies made $3.6 million worth of il-
legal payments in the form of
cash, computer equipment and
medical supplies and services to
Iraq between 2000 and 2003.

i i i

Construction

n Vinci, the French construction
company, reported a 1.8% rise in
first-half revenue. Shares of Vinci
have been hurt by worries that
debt-burdened public finances in
Europe will hamper growth and
public spending on infrastructure.
Vinci said its order book, as of
June 30, had reached €28.4 bil-
lion, up 18% since the beginning of
the year and representing almost
12 months of business activity.

i i i

Consumer goods

n LVMH heralded the return of
the high-end consumer with a 53%
jump in first-half net profit. While
most luxury companies have care-
fully hedged that a recent uptick
in spending could fall prey to an
economic slowdown, the maker of
Krug champagne and Berluti
shoes expressed confidence about
the rest of the year. LVMH execu-
plan marketing efforts and to in-
vest in fast-growing markets like
China to gain market share.

i i i

Energy

n BP assumed several new faces
in the wake of posting a second-

quarter loss of $17 billion. BP offi-
cially said Tony Hayward would
step down to make way for Robert
Dudley. It also announced a series
of transformative asset sales that
will transform the company from
a 4 million barrel a day oil giant
to “perhaps a 3.5 million barrel a
day company that has higher-
quality assets [and] a more fo-
cused portfolio,” in the words of
Hayward. BP Chairman Carl-Hen-
ric Svanberg said the oil spill had
been a “watershed incident” for
the oil major, and that it would be
a “different company going for-
ward, requiring fresh leadership
supported by robust governance
and a very engaged board.” Some
things won’t change: BP will con-
tinue to pursue deepwater oil ex-
ploration and it plans to retain a
strong presence in the U.S., senior
BP executives said.

i i i

Engineering

n Tomkins agreed to be acquired
by a group of Canadian investors
for about £2.89 billion, although
Standard Life Investments, which
holds a 3% stake in engineering
and manufacturing company said
the valuation was too low. Tom-
kins’s main generator of sales is
an increasingly U.S.-focused in-
dustrial and automotive unit that
focuses on power transmission,
fluid power, sensors and valves
and other sectors.

i i i

Financial services

n Deutsche Bank eked out a 6.2%
increase in second-quarter net
profit amid the sovereign debt cri-
sis. The rise was aided by a sharp
drop in its provision for bad loans
and gains from its acquisition of
ABN Amro’s commercial banking
assets in the Netherlands. It said
it remains on track to meet its
goal of earning a pretax profit of

€10 billion by 2011. Revenue from
the all-important corporate-and-
investment-banking unit fell.

n UBS showed fresh signs that a
turnaround plan is working as it
reported that its investment bank
held up well during a choppy sec-
ond quarter and the outflow of
money from its huge private bank
slowed further. The bank swung to
a profit of 2.01 billion Swiss
francs ($1.92 billion) in the second
quarter from a loss of 1.4 billion
francs a year earlier.

n Banco Popular Español said a
net profit fell 31% in the second
quarter after the Spanish bank’s
lending margins were squeezed in
a quest for savers’ money by of-
fering high-yield deposits. Offset-
ting this, Popular said it expects
loan defaults to grow at a slower
pace than last year, reducing the
need to make provisions.

n Northern Rock’s former CFO,
David Jones, was fined £320,000
and barred from working in fi-
nance after the U.K. Financial Ser-
vices Authority found he misled
investors about the bank’s bad
loans in the lead-up to the bank’s
eventual collapse. Jones most re-
cently was CFO at Northern Rock
Asset Management, the “bad
bank” of the lender after a re-
structuring of its operations.

i i i

Food

n Danone slightly raised its or-
ganic-sales guidance for the full
year even as first-half net profit
dropped 10% from last year, when
the results were flattered by an
asset sale. The company, producer
of yoghurt products, bottled wa-
ter, baby formula and nutrition
drinks, is now targeting organic
sales growth of over 6% for the
year, up from its previous guid-
ance for over 5% growth.

i i i

Markets

n Deutsche Börse saw a slight
drop in second quarter net profit
as strong trading volumes were
offset by ongoing restructuring
costs and lower net interest in-
come. The profit figure was held
up by strong trading volume in
Deutsche Börse’s Xetra cash trad-
ing and Eurex derivatives trading
units, particularly during in vola-
tile markets at the height of the
sovereign-debt crisis.

i i i

Pharmaceuticals

n Sanofi-Aventis sought a tempo-
rary restraining order in the U.S.
that would prevent a rival com-
pany from selling a copycat ver-
sion of Sanofi’s top-selling blood
thinner Lovenox. Sandoz, a unit of
the European pharmaceutical gi-
ant Novartis AG, and partner Mo-
menta Pharmaceuticals Inc. of
Boston won Food and Drug Ad-
ministration approval last Friday
for a generic version of Lovenox.

n Merck & Co. is in talks with
China’s Sinopharm for a venture
to market vaccines and potentially
Merck drugs, which would repre-
sent Merck’s first significant part-
nership in the growing market.

i i i

Technology

n Yahoo Japan, the country’s big-
gest Internet search site, said it
plans to team up with Google to
use the U.S. giant’s search engine
technology, sidestepping part-
owner Yahoo!'s far-reaching on-
line partnership with Microsoft
Corp. The deal gives Yahoo Japan
and Google a near-monopoly share
of Japan’s Internet search market.

n Canon, a bellwether for Japan’s
yen-dependent exporters, reported
a surge in second-quarter profit
amid brisk demand for the com-
pany’s printers and digital cam-
eras but kept its full-year outlook
unchanged because of Japan’s
stronger currency.

n HTC plans to introduce four
smartphones in China under its
own name as the fast-growing
Taiwanese company extends its
brand into China for the first time
amid intensifying competition
with Apple and other rivals.

n SAP raised its 2010 sales out-
look as a result of the acquisition
of U.S. database maker Sybase and
posted a 16% rise in second-quar-
ter net profit driven by higher
software sales in the Americas,
but other markets performed less
well. The main revenue driver was
the Americas, where software rev-
enue rose 64%. Software revenue
rose by 11% in Asia Pacific/Japan
but dropped by 9.4% in Europe,
Middle East and Africa.

i i i

Telecommunications

n KPN reported a 26% increase in
second-quarter net profit, mainly
due to cost cutting, kept its full-
year targets and said it expects
the decline in sales to slow fur-
ther in the second half of the year.
The Dutch telecom operator said
it has experienced a strong in-
crease in data users on its Dutch
network and is investing to adapt
to the rapid growth in smart-
phones by changing its pricing
policies.

BUSINESS WATCH

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

A second day of strikes by fuel-truck drivers has this man pushing his van into the gas station in Athens.
Associated Press

Slow progress by the Aegean
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Catalonia to weigh bullfighting ban
MADRID—Parliamentarians in

the Northeastern Spanish region of
Catalonia will vote Wednesday on
whether to ban bullfighting—the
latest sign, advocates of an embargo
argue, that support for one of
Spain’s oldest symbols of identity is
dwindling.

“The majority of Catalans oppose
the cruelty of bullfighting and it
makes sense for the politicians to
reflect this in their vote,” said Ale-
jandra García, a spokeswoman for
animal-rights group Prou!

Formed in 2008, Prou!, which
means “Enough!” in English, has
played a leading role in the move-
ment to ban bullfighting in Catalo-
nia. It describes bullfighting, in
which a bull is provoked with
barbed sticks and then ritually
killed with a sword, as barbaric and
says the practice amounts to animal

torture.
In Spain, in the spectacle’s hey-

day in the 20th century, popular
matadors would sell out huge bull-
rings, such as Madrid’s Ventas,
which can hold 22,000 spectators.
But football has overtaken the Corr-
ida, as the bullfight is known. Top-
flight football team Real Madrid’s
90,000-seater stadium, for example,
is regularly filled to capacity.

In Catalonia, bullfighting has
been in decline for years. The re-
gion’s only active bullring, La Monu-
mental in Barcelona, hosts fewer
than 15 fights a year, about half as
many as a decade ago. Most of the
recent fights had attendance levels
below 50% and foreign tourists of-
ten make up a big part of the crowd.
In the Madrid region, by contrast,
there are nearly a hundred bull-
fights a year. The southern region of
Andalusia, where most of the bulls
are raised, is also home to armies of

avid bullfighting fans.
Bullfighting aficionados say

Spain’s financial crisis has hit the
industry in smaller cities and towns
across the country. Most Spanish
cities hold summer festivals, and
the local city government typically
pays for bullfights during the festi-
val week. But with declining tax rev-
enue and tight fiscal austerity mea-
sures in place, most town halls have
cut their festival budgets and, along
with them, many bullfights.

For some, though, bullfighting is
a political issue. The Catalan parlia-
ment vote follows a decision last
month by a Spanish court to water
down parts of Catalonia’s autonomy
charter, a decision that has rekin-
dled nationalist sentiment and
prompted protests in the region.

For Spain’s conservative Popular
Party, Catalan nationalism is the
real reason a ban may be in the
cards. “It is all about nationalism,”

Popular Party member Rafael Luna
said. “Bullfighting is part of Catalo-
nia’s historical and cultural heritage
but Catalan nationalists oppose it
because it also is a symbol of
Spain.” Mr. Luna is one the Popular
Party’s 14 members in the 135-seat
Catalan parliament. All 14 have said
they will vote against the ban.

The nationalists, however, argue
their stance is humane rather than
political. “Bullfighting for centuries
has been a part of Catalan and
Spanish culture,” said Josep Rull, a
spokesman for the nationalist Con-
vergència i Unió party. “What is be-
ing decided is if we stop accepting
gratuitous mistreatment of animals
or we favor of preserving bullfight-
ing as a form of artistic expression.

“We don’t want to go against
Spain, but all societies evolve and
we need to determine if this tradi-
tion is consistent with the values of
the 21st century,” Mr. Rull said.

Observers say the poll could go
either way. The parties that make
up the parliamentary majority,
Spain’s Socialist party and Con-
vergència i Unió, are likely to split
the vote, as neither has asked mem-
bers to vote one way or the other.

Ms. García says the Popular
Party has tried to generate support
for bullfighting in the rest of Spain
by framing the issue as an attack on
symbols of Spanish culture by Cata-
lan nationalists. “In Catalonia most
people oppose bullfighting, and it
isn’t just a nationalistic issue,” she
says.

Ms. García says a bullfighting
ban in the Canary Islands in 1991,
which didn’t attract national atten-
tion, proves support for the sport is
on the wane. “Anti-bullfighting sen-
timent is strong in other parts of
Spain, too. And it should be banned
anywhere it is practiced; it’s a mat-
ter of time,” Ms. García said.

BY JASON SINCLAIR

Spanish bullfighter José Tomás after being gored by a bull in Mexico this year. Catalonia, where bullfighting has been in decline for years, will decide Wednesday whether to ban it.

Ex-governor’sdefenseblasts
corruptioncasebroughtbyU.S.

CHICAGO—Rod Blagojevich’s
lead lawyer argued Tuesday that the
government not only failed to make
its case, but actually proved that the
former Illinois governor maintained
a strict fire wall between govern-
ment and politics.

“I’m not trying to belittle this,
much,” said Sam Adam Jr. during
his closing argument in the seven-
week corruption trial. “But come on,
these are the feds and this is what
they come up with?”

Mr. Adam told jurors that the
crux of the government’s case came
down to its allegation that Mr.
Blagojevich tried to sell the U.S.
Senate vacated by President Barack

Obama to U.S. Rep. Jesse Jackson Jr.
But the conversations the govern-
ment secretly recorded between Mr.
Blagojevich and his associates actu-
ally proved the opposite, he said.

They showed Mr. Blagojevich was
trying to negotiate a political deal
by using Mr. Jackson as bait to elicit
responses from both Mr. Obama and
Illinois Speaker of the House
Michael Madigan, Mr. Adam said.

“That man wasn’t selling any
Senate seat,” Mr. Adam said, point-
ing at Mr. Blagojevich. “He was try-
ing to get 300,000 people health
care.”

Since his arrest, the ousted gov-
ernor has repeatedly claimed that
Mr. Madigan was holding up Mr.
Blagojevich’s health legislation.
Sending Mr. Madigan’s daughter, Il-

linois Attorney General Lisa Madi-
gan, to Washington would have been
a way to break the logjam.

Mr. Adam’s presentation was in-
terrupted 15 times by prosecutors
who objected to his failure to cite
facts from the case precisely. The
colorful defense attorney became
frustrated as he tried to maintain a
flow to his argument.

At one point, prosecutors
stopped the attorney for being “to-
tally inappropriate” after relaying a
joke in an Italian accent about a
woman shooting a mule. Judge
James Zagel agreed. He said that if
Mr. Adam hoped to convince the
jury of his client’s innocence
through his well-known mix of
shouting, whispering and rhetorical
devices, he should stick to the facts.

BY DANNY YADRON
AND DOUGLAS BELKIN

Rod Blagojevich greets supporters Tuesday as he arrives for court in Chicago.
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Europe

n David Cameron pledged to
push for Turkey's membership of
the EU. The British prime minis-
ter's visit to Turkey is the first leg
of a three-day trip, which will also
take him to India. He urged Tur-
key and Israel not to give up on
their long-standing friendship but
called Israel's attack on the flotilla
“completely unacceptable:” “Gaza
can not and must not be allowed
to remain a prison camp,” he said.

n Turkey’s fight with Kurdish
PKK militants has descended into
a routine of deadly skirmishes.
Four policemen died in an attack
on a police station. The tensions
on the border have been exacer-
bated by the cold war between the
government and the military.

n Russia criticized the EU’s Iran
sanctions for flying in the face of
the U.N.’s authority. Russian For-
eign Ministry spokesman Andrei
Nesterenko said the move “under-
mines our joint strength in the
search for a political-diplomatic
resolution.” Russia supports the
weaker U.N. sanctions.

n Monetary trends in the euro
area brightened in June, as the
pace of credit growth to the pri-
vate sector edged up to its highest
rate in nearly a year.

n German consumer confidence
is up strongly, boosted by expecta-
tions that a quicker economic re-
covery will keep unemployment
in. Germany's GfK institute said
its forward-looking overall indica-
tor for August rose to 3.9 points,
its highest level since November.
Germany’s surprisingly strong
showing in the World Cup might
also have lifted consumer moods.

n Serbian lawmakers expressed
defiance against a U.N. court rul-
ing backing the independence dec-
laration by Kosovo. The 250-mem-
ber parliament overwhelmingly
approved the motion vowing
their country will never recognize
Kosovo as an independent state.
The parliament resolution called
for “peaceful negotiations” for a
lasting solution. Kosovo officials
have rejected any further talks
with Serbia on independence.

n Iceland wants to go into the EU
while keeping its waters beyond
the grasp of EU regulators. Icelan-
dic Foreign Minister Ossur Skar-
phedinson said at talks opening
membership talks that fishing is
so crucial to his nation's economy
that it must be kept out the EU's
fisheries policy and its quotas and
fishing bans. He said that if Ice-
land had joined the EU years ago,
it would have been spared the col-
lapse of its economy in the 2008
financial crisis.

i i i

U.S.

n Home prices rose in May on a
monthly and annual basis, accord-
ing to the S&P Case-Shiller home-
price indexes, boosted by seasonal
factors and the residual impact of
the now-discontinued home buy-
ers’ tax credit. Separately, U.S.
consumer confidence declined
again in July, with expectations
plunging. The downbeat mood
raises concerns about second-half
consumer spending.
n The White House named 18
states and the District of Colum-
bia as finalists in the race for fed-

eral money to help overhaul trou-
bled schools. The so-called Race
to the Top program has dangled
millions of dollars in front of
cash-starved states, encouraging
at least 23 of them to overhaul
education policies.

n Some glass negatives bought in
California by a lawyer for $45 has
been authenticated as the work of
photographer Ansel Adams, and
are worth at least $200 million.

n The Utah Supreme Court re-
versed the convictions of polyga-
mist leader Warren Jeffs and or-
dered a new trial, saying a jury
received incorrect instructions be-
fore considering his role in the
2001 nuptials of a 14-year-old girl
and her 19-year-old cousin.

i i i

Americas

n Mexico’s recovery continued
as an index of economic activity

posted solid year-on-year growth
in May, led by an expansion in
services, industry and agriculture.

i i i

Asia

n About a fifth of the loans
made to China’s local govern-
ments are at risk of not being
fully repaid, according to data col-
lected by China’s banking regula-
tor, a person familiar with the sit-
uation said Tuesday. The data,
submitted by commercial banks to
the China Banking Regulatory
Commission, show about 20% of
loans to local government financ-
ing vehicles weren’t backed by
sufficient guarantees or cash flow,
making them high risk, the person
said.

n India welcomed the head of
Myanmar’s isolated military gov-
ernment Tuesday despite interna-
tional criticism, as New Delhi
competes to balance China’s influ-

ence in the region. India’s rela-
tionship with Myanmar, consid-
ered a pariah in some quarters,
has taken on new importance be-
cause of concerns over insurgen-
cies and drug trafficking along
their shared border.

n India introduced a bill to set
up a panel that would have the fi-
nal say in the sometimes fractious
disputes between its various fi-
nancial regulators. Recently In-
dia’s insurance regulator and the
capital markets regulator paralyz-
ingly squabbled for jurisdiction
unit-linked insurance policies.

n A Malaysian court fined 12
Muslims and sentenced one of
them to a week in prison for ille-
gally protesting the construction
of a Hindu temple and parading a
severed cow's head. The protest
last August stoked tensions
among Malaysia's three main eth-
nic groups the Malay Muslim
majority and Chinese and Indian

minorities, most of them Bud-
dhists, Christians or Hindus who
have complained that their reli-
gious rights are often sidelined in
favor of Islam.

n South Korean and U.S. naval
ships fired artillery and dropped
anti-submarine bombs off South
Korea's east coast, the third day
of high-profile military maneuvers
intended to warn North Korea
against any aggression.

i i i

Middle East

n Rebels in Yemen’s north have
captured more than 100 Yemeni
army soldiers in recent clashes.
The claim caps more than a week
of fierce fighting between Houthi
rebels and the army, allied with
government-backed tribes in the
region. The fighting has killed
more than 70 and threatens a
truce signed between the two
sides in February.

n A Lufthansa cargo plane
caught fire and split in half as it
was landing Tuesday in the Saudi
Arabian capital, and the German
pilot and co-pilot were lightly in-
jured, according to an airport offi-
cial. Lufthansa said one of its
cargo planes was involved in an
accident in Riyadh, but didn’t con-
firm there was a crash.

Africa

n France is “at war” with al
Qaeda and the weekend execution
of a French hostage in the Sahara
only strengthens its resolve, Prime
Minister Francois Fillon said. Fil-
lon acknowledged that the group
may have killed 78-year-old hos-
tage Michel Germaneau before --
not after – a last-ditch raid to try
to free him. Asked whether France
would seek to find Germaneau's
remains, Mr. Fillon said only that
when British hostage Edwin Dyer
was beheaded in the region less
than two months ago, “his re-
mains were never found.”

n Two German aid workers were
released from five weeks of cap-
tivity in Sudan's Darfur region.
Before their kidnapping, they were
working in Darfur for Technisches
Hilfswerk, a German state agency
that does development work.

n Nigeria seized nearly half a ton
of cocaine and has arrested two
Chinese nationals and a Nigerian
in connection with the seizure. It
originated from Chile and passed
through Peru, Bolivia and Antwerp
before being shipped to Nigeria.

i i i

Australia

n Australia’s immigration debate
reignited with opposition leaders
discussing reopening a refugee
processing center in Nauru with
the South Pacific island nation's
foreign minister, despite allega-
tions of human rights abuses at
the facility before it closed. Prime
Minister Julia Gillard has pro-
posed opening a new offshore
center to stem the growing tide of
asylum seekers washing up on
Australian shores. She said the fa-
cility must be in a country that
has signed the U.N. refugee char-
ter and suggested East Timor.

WORLD WATCH

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

Rosella Vodret of Rome’s Museums Authority in front of a painting that had been hanging in a private room in the
Vatican and was thought last week to be an undiscovered work by Baroque master Caravaggio. But further examination
and X-ray tests led scholars to say that it was probably an undiscovered work by a nameless follower of Caravaggio.

Reuters

‘Martyrdom of St. Lawrence,’ but not of Caravaggio
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BP sets new path as it logs huge loss
Seeking to disentangle itself

from the Deepwater Horizon disas-
ter, BP PLC announced a $32 billion
pretax charge to pay for the massive
Gulf oil spill, detailed plans to sell
$30 billion in assets, ditched its
gaffe-prone chief executive and
promised to become a different
company more focused on safety.

Yet some investors complained
that BP had missed an opportunity
to clean house and make a definitive
break with its troubled past.

For BP, the moves are an attempt
to draw a line under a catastrophe
that has wiped out nearly 40% of its
market value and put a question
mark over its future in the U.S. They
came as the company unveiled a
loss in the second quarter of nearly
$17 billion—one of the largest in
U.K. corporate history.

BP trebled its previous target for
asset sales from $10 billion to $30
billion, a step that will make it more
tightly focused on high-growth ar-
eas like the deep waters of the Gulf
of Mexico and offshore Angola and
Libya. Analysts expect it to offload
oil fields in Argentina, Columbia and
Venezuela, and could reduce its po-
sitions in former heartlands like
Alaska and the North Sea. It has al-
ready said it is getting out of Paki-
stan and Vietnam. In all, the $30 bil-
lion in assets could represent nearly
10% of BP’s value and about 8% of
its production.

BP appears confident it will find
plenty of willing buyers for its

wares—a recent deal to sell Apache
Corp. gas assets in North America
and Egypt netted the company $7
billion.

BP formally announced Tuesday
that it had chosen Robert Dudley, an
American who has been at the com-
pany since 1998, to succeed Tony
Hayward as chief executive. Mr.
Dudley’s task is to restore BP’s repu-
tation and credibility in the U.S.,
where Mr. Hayward became a light-
ning rod for criticism of BP’s han-
dling of the spill, caused when the
Deepwater Horizon drilling rig ex-
ploded and sank in April.

In his first public statements
since getting the job, Mr. Dudley,
the first non-Briton to run BP, told
reporters that there was no ques-
tion the U.K. oil major would change
and become a different company in
the aftermath of the Gulf disaster.

But the main message he pro-
jected was of continuity. He praised
Mr. Hayward for effecting a cultural
change at BP, with a new focus on
safe and reliable operations, and
said only that there was now a need
to accelerate that change.

Mr. Dudley added that the whole
global oil and gas industry needed
to review its safety systems and the
equipment it used in frontier re-
gions such as deep water, and re-
think its relationship with contrac-
tors. Efforts to establish what
happened aboard the Deepwater Ho-
rizon have been complicated by fin-
ger-pointing between BP and other
companies present on the rig, such
as Transocean Ltd., which owned
and operated it, and Halliburton Co,
which did the cementing job on the
well.

But the changes announced
Tuesday didn’t go far enough for
some investors, who had hoped the
board would appoint an outsider
with a mandate to carry out a root-
and-branch overhaul of BP. Many
have long had concerns about the
safety culture at the company,
which suffered a fatal blast at its
Texas City, Texas, refinery in 2005
and a big oil spill in Alaska the fol-
lowing year.

Mr. Dudley is “not a new broom,”
said Ivor Pether, a fund manager at
Royal London Asset Management.
Though highly regarded, “as an in-
sider, one wonders if he has the ap-
petite to push for radical change at
BP.”

Another investor was hoping BP
would announce a review of safety

across the company, similar to the
independent investigation led by
former U.S. Secretary of State James
Baker III into BP North America in
the wake of Texas City.

“It’s a big ask, but BP’s in a big
mess,” said James Bevan, chief in-
vestment officer at CCLA Invest-
ment Management.

Shareholders said Mr. Hayward
and other top managers had held
meetings with them last month in
which they promised the Gulf disas-
ter would trigger a fundamental
change of direction at the company.

One investor who attended such
a meeting and declined to be named
said Mr. Hayward had promised “a
clean slate” with “nothing ruled
out.” The investor said Mr. Hayward
had even said BP might consider
selling its refining assets and focus-
ing on exploration and production,
effectively removing it from the
ranks of the supermajors like Exxon
Mobil Corp and Royal Dutch Shell
PLC.

Yet there was no hint of such an
ambitious change of course in Tues-
day’s announcements. A BP spokes-
man confirmed the meetings with
investors, but declined to comment
on the content of Mr. Hayward’s
conversations.

A person familiar with the com-
pany said BP was unlikely to see a

big change in strategy under Mr.
Dudley. “It’s not a question of rein-
venting the wheel, but making it
work better,” the person said.

The retreat from grand rhetoric
about a change in direction has co-
incided with an improvement in BP’s
circumstances since the dark days of
June. Its share price has recovered
and earlier this month it finally suc-
ceeded in capping its runaway well
with a new containment seal. It may
be close to killing it completely with
a relief well, which should be fin-
ished in the coming weeks.

BP said Tuesday that it was in
robust financial health, despite the
Gulf disaster. Factoring out the $32
billion charge for the oil spill, its net
profit for the second quarter was
$4.385 billion. With the charge, it
reported a loss of $16.97 billion.

It also said it planned to offset
all oil spill-related costs against its
U.S. tax bill. That would mean the
net impact to its bottom line would
be $22 billion, with the company re-
cording a $10 billion tax credit
stemming from the cleanup costs.
That effectively means the U.S.
Treasury will receive $10 billion
less. A BP spokesman said it was
simply applying the rules of the U.S.
tax code.

Some analysts wondered
whether the $32 billion charge

might be too optimistic. In a re-
search note, Credit Suisse said there
was still a risk BP would be found
grossly negligent over the spill,
which could lead to much higher
fines. “As the various investigations
on the causes of the accident prog-
ress, we see risks that BP may take
further provisions in following quar-
ters,” it said.

It was a sad day for Mr. Hay-
ward, who had agreed with the
board that he must move on. He ac-
knowledged he had become the pub-
lic face of the company, and “as a
consequence of that I was demon-
ized and vilified.” “The fact is that
BP cannot move on as a company in
the United States with me as its
leader,” he said.

Mr. Hayward strongly defended
his legacy. BP’s safety record had
substantially improved since he be-
came CEO in 2007, and its financial
performance was also much stron-
ger, he said. He conceded that the
Gulf cleanup “wasn’t a great PR suc-
cess,” but the fact that the company
had finally capped a well a mile be-
low the Gulf was “an extraordinary
engineering feat.”

Mr. Hayward denied a claim by a
reporter that the job of BP CEO was
cursed. “Sometimes you step off the
pavement and get hit by a bus,” he
said.

BY GUY CHAZAN

A long slide | BP’s shares have tumbled since the April disaster

Source: Thomson Reuters Datastream (share price) Photos: Reuters (left), Rush Jagoe for The Wall Street Journal (right)

April 20: Deepwater
Horizon rig catches fire and
later sinks. 11 workers die.

April 30: Obama
halts offshore
drilling projects

May 30: BP
abandons ‘top kill’
effort to plug leak

June 17: CEO Tony Hayward tells House committee
he wasn't involved in the decisions preceding the
accident and declined to speculate on causes.

July 15: BP closes valve
on new cap and oil stops
leaking into the Gulf

July 27: BP posts a loss of $17.15 billion
for the second quarter due to spill costs and
names Robert Dudley as new CEO.
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A worker vacuums oil from the marsh
grass in Barataria Bay, La.

Fire boat response crews battle the
blazing remnants on April 22.
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A section of a BP oil pipeline near Prudhoe Bay, Alaska, pictured in February 2009.

Bl
oo

m
be

rg
N

ew
s

Source: the company

Deep loss
BP PLC’s net profit/loss, in billions

–18
2008 2009 2010

–12

–6

0

$6

Wednesday, July 28, 2010 THE WALL STREET JOURNAL. 33

THE QUIRK

Lufthansa searches for savor in the sky
German food lab shows salt and sweet get dull at high altitude; humidity saps bouquet from champagne and caviar

S CIENTISTS here are using a
chopped up jetliner to study
bad taste. Their aim is to

understand the decline in haute
cuisine at high altitude. Initial test
results: Perceptions of sweetness
and saltiness drop by up to 30%.
Sour, bitter and spicy flavors are
barely affected. Resulting culinary
turbulence can spoil the most eye-
catching dishes.

Quantifying something as sub-
jective as taste isn’t easy. That’s
why chefs from Deutsche Luf-
thansa AG’s LSG Sky Chefs, the
world’s largest inflight catering
company, came to one of the
world’s biggest low-pressure
chambers. The tubular laboratory
at Germany’s Fraunhofer Institute
for Building Physics, half sub-
merged in a cow pasture, holds
the wingless front portion of an
Airbus A310.

Fraunhofer technicians can re-
duce air pressure inside, making
ears pop, to mimic cruising at
35,000 feet. They can suck mois-
ture from the air, the way jet
planes do. They even pipe in en-
gine noise and vibrate the seats to
replicate a truly unpleasant air-
plane dining experience.

“You can forget that you’re in a
simulator, except that the cloud
scenery doesn’t change,” said Flo-
rian Mayer, Head of Fraunhofer’s
Department of Building Chemistry,
Biology & Hygiene, pointing to the
photograph of sky taped outside
the cabin windows.

In the A310’s worn blue seats,
dozens of human guinea pigs this
year have been ruminating over
tomato juice, wine and airline en-
trees during fake flights, after
first sampling the same items un-
der normal conditions. They filled
in detailed questionnaires asking,
for example, which of various dill
sauces tasted better on fish with
rice.

Such judgments, while useful
to chefs, can’t be calibrated. Luf-
thansa wanted to crunch numbers.

“As Germans, we love science,”
said Lufthansa’s house sommelier,
Markus Del Monego, who took
part in a tasting.

One problem with airplane din-
ing is that parched cabin air
quickly evaporates nasal mucus,
which helps odor receptors func-
tion. Up to 80% of what we con-
sider taste is actually smell, said
Andrea Burdack-Freitag, a col-
league of Mr. Mayer’s, who ran the
tests for Lufthansa.

To measure this, passengers
were given glasses of water with
seven different concentrations of
colorless artificial flavorings, and
asked to note at which level they
registered a sensation.

Similar tests were run with
scents. Mr. Mayer and his col-
leagues then compared the results
to known reaction levels at sea
level. But how do you turn the
data into recipes?

“There’s no simple rule, ‘Just
add 20% more herbs and
spices’—it really depends,” said
Mr. Mayer. A lemon sauce might
need less lemon and more season-
ing. Tomato sauce holds up well,
while delicate cream sauces just
seem bland.

Mr. Mayer learned taste analy-
sis while getting a Ph.D. in food

chemistry, though these days he
usually analyzes indoor air quality
and chemical emissions from dry-
wall or car dashboards. Fraun-
hofer’s building physics institute
mainly studies issues such as how
mold grows on walls and how
concrete weathers. A decade ago,
it started analyzing airplane air.

In 2002, the center invested
$6.4 million to build the tubular
steel lab, nearly 100 feet long, and
placed its jetliner morsel inside. It
boasts giant vacuum pumps,
freezers that can chill the air-
plane’s skin to minus 30 degrees
Celsius and air filters to remove

bovine odors from pastures sur-
rounding the facility.

Some staff initially turned up
their noses at culinary analysis.
“Our colleagues said we’re sup-
posed to be doing building phys-
ics, not cooking,” said Fraunhofer
spokesman Janis Eitner. Scientific
rigor won them over, he added.

Airline food—long the butt of
jokes—is nonetheless an area
where carriers try to outdo rivals
that fly essentially the same air-
craft to the same airports. The ca-
tering division of Singapore Air-
lines in 2002 invested $1 million
to build the world’s first test

kitchen where dishes can be pre-
pared and sampled under low-
pressure conditions.

Lufthansa’s Fraunhofer ses-
sions included giving passengers
tinfoil trays with dishes as they
are now prepared and two varia-
tions designed to compensate for
altitude. “The tests showed there
is a chance to cope,” said Luf-
thansa’s head of onboard services,
Ingo Bülow.

Seasonings like cardamom,
lemon grass and curry survived
better than salt and sugar. Chefs
mused about offering only curries,
“but our passengers wouldn’t let
us,” said LSG manager Ernst Der-
enthal.

Mr. Del Monego, Lufthansa’s
sommelier, is using the analysis to
help select wines like Italian Ama-
rone, with a strong 15% alcohol
content. “On the ground, it’s a
very opulent and powerful wine,
but in the air, it tastes light—it’s
the ideal airline wine,” he said
during a recent tasting session.
“Two people wouldn’t be able to
split a bottle on the ground, but

that could easily happen on an
airplane.”

Mr. Mayer noted that one
slight consolation for people
crowded into coach is that all
those other passengers emit lots
of moisture, which keeps cabin
humidity at around 15%. In sump-
tuous first-class cabins, humidity
can plunge to 5%, sapping the
bouquet from champagne and cav-
iar.

Caviar was one food that de-
fied testing. Lufthansa wanted to
know which fish eggs hold their
character best in the stratosphere.
They abandoned efforts after real-
izing that, even on the ground,
flavor varies too widely from
brand to brand.

“Maybe they’ll try the test
again, but I don’t know,” said Mr.
Mayer. “It was very expensive.”

BY DANIEL MICHAELS
Holzkirchen, Germany

Sensors on a mannequin test cabin conditions along with live participants
testing food for Lufthansa at the Fraunhofer Institute. Scientists conducting
tests, left. A main dish with two variations of a sauce recipe, below.
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ONLINE TODAY: See photos
from Lufthansa’s test facility at
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Hayward defends BP’s record
LONDON—BP PLC Chief Execu-

tive Tony Hayward—who was the
public face of the Gulf of Mexico oil
spill—defended his response to the
Gulf of Mexico oil spill Tuesday but
acknowledged that it was time to
step down “for the good of BP.”

However, he pushed back force-
fully against accusations from rival
oil companies that BP’s well design
was unsafe and said the facts would
exonerate BP when they emerged.

Mr. Hayward, 54 years old, dis-
played no bitterness at the prema-
ture end to his 28-year career at BP,
saying that his resignation was the
only way the company he led for
three years had any chance of re-
storing its reputation and continu-
ing to operate in the U.S.

“Today is a very sad day for me,”
Mr. Hayward told reporters in a con-
ference call. “I’ve spent my entire
professional career at BP. I love the
company and everything it stands
for.”

However, Mr. Hayward added,
“for the good of BP, and particularly
the good of BP in the U.S., it’s the
right thing to do for me to step
down.”

Mr. Hayward’s tone was somber,
but there was some relief evident in
his voice. For three months he has
been vilified in the U.S. His life was
scrutinized. He faced a mauling be-
fore Congress; a weekend yachting
trip was met with outrage; and his
family received threats at their
home in the U.K.

This ill feeling was due in large
part to the scale of the initial trag-
edy and BP’s repeated failure to stop
the oil leak that fouled the Gulf of
Mexico. However, Mr. Hayward also
suffered several self-inflicted
wounds stemming from ill-advised
statements to the media.

His aside in a television inter-
view that “I would like my life back”
caused outrage. Mr. Hayward was
also criticized for early attempts to
deflect blame for that explosion
onto rig owner Transocean Ltd. and
his description of the environmental
impact of the spill as “very, very
modest.”

“I became, as the face of BP, the
lightning rod for very understand-

able anger and frustration across a
very broad cross section of U.S. pub-
lic,” Mr. Hayward said Tuesday. “I
think that was an inevitable conse-
quence of leading the response.”

“Whether we dealt with the poli-
tics appropriately all the way
through, I’ll leave others to judge,”
Mr. Hayward added.

Mr. Hayward was less equivocal
about his handling of the opera-
tional side of the spill and BP’s ap-
proach to safety.

“We mounted the largest re-
sponse to an environmental incident
and industrial accident the world
has ever seen. There are 45,000
people involved in that response,
thousands of ships and an unprece-
dented subsea intervention,” he

said.
“The fact is we have dealt with

it. We have stopped the well flow-
ing, we are going to clean up the oil
spill, we have put in place a $20 bil-
lion fund for claims,” he said. “The
commitment went way beyond any-
thing anyone could have reasonably
expected from a private company.”

“I think when the results of the
investigations emerge it will become
very evident there is nothing un-
usual about the well design at Ma-
condo,” Mr. Hayward said. “Many
wells drilled in this part of the Gulf
of Mexico by major competitors
have this well design. It is simply
not right to say that this is some-
how some rather unique BP well de-
sign.”

The Macondo blowout is an acci-
dent for which the whole deep wa-
ter drilling industry needs to take
responsibility for and learn from,
not just for BP, Mr. Hayward said.

Mr. Hayward will leave BP on
Oct. 1 and become a non-executive
director of TNK-BP, the company’s
joint venture with a group of Rus-
sian billionaires.

Aside from its operations in the
U.S., TNK-BP is the BP’s single most
important asset and has a troubled
history of its own. TNK-BP repeat-
edly made headlines two years ago
during a very public spat over con-
trol of the venture between the Rus-
sian billionaires and its then-CEO,
Robert Dudley. Mr. Dudley now suc-
ceeds Mr. Hayward as BP’s CEO.

BY JAMES HERRON

From left, CEO Hayward, Chairman Svanberg and Managing Director Dudley at BP’s London headquarters Tuesday.
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Protestersshutdownpetrolstations
LONDON—The Environmental

group Greenpeace shut down the
fuel supplies to dozens of BP PLC
petrol stations in London, in a pro-
test timed to BP’s quarterly report
Tuesday, in which it announced a
big loss and named a new chief ex-
ecutive.

On Tuesday, around 75 activists
simultaneously took over about 46
stations across London in the early
hours of the morning, according to
John Sauven, executive director of
Greenpeace U.K.

The activists removed the pump
switches to disable the petrol
pumps and prevent the stations
from serving fuel to customers, Mr.
Sauven said.

A BP spokesman, however, said
only 35 sites wereaffected, with
some of those stations being able to
sell food but not able to supply fuel.

During the protests, the volun-
teers replaced BP’s logo with an al-
tered logo showing its green and

yellow sunflower sinking into a sea
of oil.

“We want to use this opportunity
to make BP think about the direc-
tion the company is taking beyond
its announcement that it is switch-
ing bosses, catastrophic losses and
dodgy pension deals,” Mr. Sauven
said.

The protest came as BP formally
named Bob Dudley as its new CEO,
succeeding Tony Hayward, who is
stepping down following record
losses triggered by the Gulf of Mex-
ico oil spill.

Greenpeace was dismissive of
the management shake-up. “It is all
very well changing Tony [Hayward]
for Bob [Dudley] and before that it
was John [Browne], but changing a
CEO doesn’t change the situation at
the company. In fact, [Mr. Hayward]
took the company backwards into
the deep waters of Mexico,” said Mr.
Sauven.

Greenpeace volunteers intended
to stage their protest against BP for
a day only and said the protest

wasn’t targeted at some of the fran-
chisees who run BP’s petrol stations.

“This is not a protest against the
franchises but against BP,” said
Anna Jones, a 29-year-old Green-
peace volunteer who arrived at a BP
petrol station in Camden in North
London at 5:30 a.m. and who was in
charge of replacing BP’s logo.

“The green logo doesn’t properly
reflect the company, and it is time
for them to admit that they are go-
ing in the wrong direction,” she
said.

By the end of the day, all protes-
tors had left the stations and there
were no arrests, a Greenpeace
spokesman said.

BP said it isn’t sure whether it
plans to press charges against the
protesters.

“We are working together with
the police on determining further
action [against Greenpeace]. Our
priority is the safety of our staff and
customers and to guarantee the
sites are fully operational as soon as
possible,” a BP spokesman said.

BY JAVIER ESPINOZA

Activists protested in London Tuesday.
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Chairman
survives,
but future
is uncertain

BP PLC Chairman Carl-Henric
Svanberg has survived the disaster
that claimed his company’s chief ex-
ecutive. Now the question is
whether his luck can hold out.

Mr. Svanberg said Tuesday that
he had never considered resigning.
“The board have repeatedly and ex-
plicitly told me to stay on,” he told
a reporter at a London news confer-
ence who asked if he should have
stepped down instead of Tony Hay-
ward.

But his performance during the
Deepwater Horizon crisis has been
widely perceived as lackluster. His
expression of sympathy for the
“small people” on the Gulf Coast
last month added to BP’s public-re-
lations woes. Some shareholders say
Mr. Svanberg, a former Swedish
telecom executive, kept a notably
low profile in the early weeks of the
disaster, and that he didn’t express
enough support for Mr. Hayward at
crucial junctures.

That has led some analysts to
conclude his long-term tenure as
chairman isn’t assured. Some ob-
servers say there is at least one po-
tential successor on the BP
board—Paul Anderson, the former
chief executive of BHP Billiton PLC.

In an interview, Mr. Svanberg
said that his early absence from the
scene was at Mr. Hayward’s request

and with the agreement of the
board, because he was relatively
new to BP and the oil industry. He
took over took over as chairman at
the start of 2010.

Once criticism of his low profile
began to grow, he changed tack, giv-
ing television interviews and meet-
ing with spooked investors to reas-
sure them of BP’s financial health,
at a time when fears about the
mounting costs of the oil-spill
cleanup had caused BP’s share price
to tank.

In those meetings Mr. Svanberg
says he argued that keeping out of
the spotlight had enabled him to
have a productive meeting with U.S.
President Barack Obama, while Mr.
Hayward was already persona non
grata.

That meeting, at which BP
agreed to set up a $20 billion es-
crow account for compensating vic-
tims of the spill, did much to relieve
pressure on the company from fed-
eral authorities, which had been at
boiling point.

A former chief of Telefon AB LM
Ericsson noted for his commitment
to green causes, Mr. Svanberg’s se-
lection as chairman in 2009 was a
surprise to many. He says he now
knows more about BP and the oil in-
dustry than he might have learned
in four or five years under normal
circumstances.

BY GUY CHAZAN

NEWS

Mr. Svanberg said that his
early absence from the scene
of the Deepwater Horizon
spill was at Mr. Hayward’s
request and with the
agreement of the board.
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SPORT

The highlight of day two at
British horse racing’s Glorious
Goodwood meeting is the
Group One Sussex Stakes,
which looks a straight match
between Canford Cliffs and last
year’s winner Rip Van Winkle.

Richard Hannon’s Canford
Cliffs was an impressive winner
of the St James’s Palace Stakes
at Royal Ascot last month, but
he was less comfortable on the
contours of Newmarket in the
2,000 Guineas. That will be a
slight worry around Goodwood.

Rip Van Winkle is bidding to
become the first horse to win
this race twice and he will be
much fitter after his
reappearance at Ascot last
month. He’s a best-priced 5/2
with Ladbrokes, while Canford
Cliffs is 4/6 with Boylesports
and it’s difficult to split them.

A better proposition is the
opening Goodwood Stakes,
where Peter Bowen’s
Markington looks to have a
great each-way chance at 12/1
with William Hill.

He was beaten in this race
last year, but has been in
excellent form this season, as is
his trainer.

The Veuve Clicquot Vintage
Stakes features some of the
top two-year-olds and arguably
the most interesting is Brian
Meehan’s Crown Prosecutor.
Already successful at
Goodwood this season, he won
his second start at Salisbury
and should win again here.

Finally, Mr. Hannon has an
excellent chance with Oratory in
the last race of the day. He’s
been placed in three decent
handicaps this season and the
drop back to seven furlongs
should be perfect. He looks
decent at around 7/2 on
Betdaq.

Tip of the day

7

Source: Infostrada Sports
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Armstrong probe deepens
Investigators subpoena witness and documents in bid to prove cyclist used banned substances

Federal prosecutors handling an
investigation into cheating in pro-
fessional cycling have subpoenaed
documents from an arbitration case
that sought to prove that Lance
Armstrong used performance-en-
hancing drugs.

The documents contain deposi-
tions from former teammates and
associates of the seven-time Tour de
France champion during a period
when a promotions company was
trying to prove that Mr. Armstrong
employed banned drugs and prac-
tices—known as doping—during his
cycling career.

Jeffrey Tillotson, the attorney
who represented the company, SCA
Promotions Inc., in the arbitration
hearings, said it received a sub-
poena for the records on July 16. He
is preparing to send the files to the
federal prosecutors in Los Angeles
who are handling the investigation,
he said.

Mr. Armstrong has repeatedly
denied doping allegations and has
not been charged with any wrong-
doing.

Using performing-enhancing
techniques in sports is generally not
against the law in the U.S. But fed-
eral prosecutors could make the
case that Mr. Armstrong defrauded
investors by accepting sponsorship
dollars with the understanding that
he would not use the drugs, if they
prove that he doped.

The lead investigator in the U.S.
criminal probe, special agent Jeff
Novitzky of the Food and Drug Ad-
ministration, declined to comment.
Two assistant U.S. attorneys in Los
Angeles assigned to the case didn’t

return messages seeking comment.
The government’s investigation

into doping in cycling was sparked
by allegations made this spring by
former cyclist Floyd Landis.

In April, Mr. Landis sent a series
of emails to cycling officials claim-
ing there had been widespread dop-
ing in the sport and accusing sev-
eral other riders of doping,
including Mr. Armstrong, his former
teammate on the U.S. Postal Service
team.

SCA’s dispute with Mr. Arm-
strong began in 2004, when SCA de-
clined to pay Mr. Armstrong $5 mil-
lion in bonuses it had agreed to pay
the cyclist if he won the race, citing
published reports and other allega-
tions that he had doped.

Mr. Armstrong and Tailwind
Sports, the company that operated
the U.S. Postal Service cycling team
for several years, sued SCA for pay-
ment. The case went to arbitration.
SCA ultimately agreed to a $7.5 mil-
lion settlement with Mr. Armstrong.

Much of the information in the
arbitration file, which SCA spent
two years compiling, has been re-
ported previously.

There is no testimony from eye-
witnesses who say they saw Mr.
Armstrong’s alleged doping. It con-
tains 2006 sworn testimony by
Stephen Swart, a former Armstrong
teammate who said that while he
was on a bike ride with him in
March 1995, Mr. Armstrong made
clear he planned to take EPO, a
banned drug that boosts the number
of red blood cells.

In testimony, Mr. Swart said he
was left with the impression “that
for us to be competitive at the Tour
that year, that we needed to start a
medical program of EPO.”

In testimony, Mr. Armstrong has
said that the conversation with Mr.
Swart never happened, and he said,
“I have no idea” why Mr. Swart
would say that.

The file also includes testimony
by Frankie Andreu, another former
teammate, and Mr. Andreu’s wife,
Betsy. The two testified that they
overheard Mr. Armstrong acknowl-
edge his history of performance-en-
hancing drug use to doctors during
a 1996 Indiana hospital visit.

In testimony, Mr. Armstrong said
he did not know why Ms. Andreu
would say what she said, “other
than she hates me.”

Mr. Armstrong has also been ac-
cused by Mr. Landis of employing
another banned technique in which
riders transfuse their blood during
long races, also to replenish red
blood cells.

Mr. Armstrong has never been
sanctioned for failing a drug test.

Bryan Daly, a white-collar crimi-
nal defense attorney in Los Angeles
who Mr. Armstrong this month
hired to represent him in connection
with the government probe, said:
“It’s hard for us to understand what
kind of case they could be trying to
build against Lance Armstrong or
any cyclist.”

Mr. Daly said on Friday that he
had “no confirmation” that Mr.
Armstrong was a focus of the probe.
“He’s never tested positive for dop-
ing. The objective evidence proves,
based on the criteria of his sport,
that he’s not a cheater,” he said.

It isn’t clear what sort of charges
the government might bring, if any,
against Mr. Armstrong. Investiga-
tors so far have cast a wide net.
They have recently been in discus-
sions with several riders and their
attorneys to secure their coopera-
tion after the Tour de France, which
ended Sunday in Paris.

On Friday, investigators subpoe-
naed cyclist Tyler Hamilton, who
raced alongside Mr. Armstrong in
the Tour de France for three sea-
sons to testify before a grand jury,
said Mr. Hamilton’s attorney, Chris
Manderson.

Some legal experts say the arbi-
tration materials may help prosecu-
tors argue that Mr. Armstrong and
the officials of the U.S. Postal team
committed fraud by collecting
money from sponsors for winning
the Tour de France while doping.

The materials may allow the gov-
ernment to seek perjury charges
against Mr. Armstrong, who gave
sworn testimony in the case in
which he denied ever using illegal
and banned performance-enhancing
drugs or methods.

Prosecutors “aren’t going to
charge somebody with doping,” said
Mike Straubel, an attorney at the
Valparaiso University Sports Law
Clinic in Indiana, who represents
athletes.

“They are going to charge some-
body with a secondary offense of
fraud in some fashion—perjury or
lying to a federal investigator.”

BY REED ALBERGOTTI
AND VANESSA O’CONNELL

Lance Armstrong, left, cycling in Wilmington, Del., in 1994, when he and Stephen Swart, right, were teammates.
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‘It’s hard for us to understand
what kind of case they could
be trying to build against
Lance Armstrong or any
cyclist’ — Bryan Daly.
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EUROPE NEWS

Country sees hidden hand in Kurd riots

U.K. backs Turkey as EU member
U.K. Prime Minister David Cam-

eron said he will push strongly for
Turkey to become a member of the
European Union, saying the country
is crucial for the region’s trade and
security.

In a speech Tuesday during a
visit to Ankara, Mr. Cameron took
on the many skeptics regarding EU
membership for the predominantly
Muslim nation of 70 million.

“It makes me angry that your
progress can be frustrated in the
way that it has been,” Mr. Cameron
said. “I will remain your strongest
possible advocate for EU member-
ship and for greater influence at the
top table of European diplomacy.”

Mr. Cameron’s comments were
welcomed by a spokesman for Ste-
fan Füle, European commissioner
for enlargement. But numerous Eu-
ropean governments have raised
concerns about Turkey’s candidacy.

Germany and France, in particu-
lar, have resisted fast-tracking Tur-
key into the 27-nation bloc, partly
on cultural grounds but also be-
cause of objections to Turkey’s hu-

man-rights record. The U.K. and the
U.S. have long backed Turkey’s bid
for EU membership for strategic
reasons.

But the rapid rebound of the
Turkish economy recently is seen
providing extra impetus to the U.K.’s
diplomatic engagement with Ankara.

Mr. Cameron’s visit to Turkey is
the first leg of a three-day trip that
also will take him to India. The trip
is seen as a debut for the new U.K.
government’s pledge of a more
pragmatic foreign policy, centered
on pursuing commercial interests.

“Support for Turkey is nothing
new, but the economy is the bottom
line. One of the aims of the Cameron
administration is to raise the level
of exports—and Turkey is part of
that,” said Wolfango Piccoli, analyst
at Eurasia Group, a political-risk
consultancy.

In his speech, Mr. Cameron
called Turkey “Europe’s BRIC,” re-
ferring to the acronym for the
emerging markets of Brazil, Russia,
India and China, and said he wants
to see bilateral trade between the
U.K. and Turkey, which currently to-
tals £9 billion ($13.94 billion) a year,
to double over the next five years.
“We cannot let the protectionists
win,” Mr. Cameron said.

The U.K. prime minister signed a
“strategic partnership” with Turkish
Prime Minister Recep Tayyip Erdo-
gan during his visit, aimed at deep-
ening trade and defense ties.

Mr. Cameron criticized oppo-
nents of Turkey’s bid for EU mem-
bership as being protectionist and
“prejudiced.” He said some people
oppose Turkey joining the European
bloc because they “willfully misun-
derstand Islam.”

Turkey began negotiations to
join the EU in 2005, but the talks
have made slow progress. During a
visit to Germany by Mr. Erdogan in
March, German Chancellor Angela
Merkel repeated her view that the
EU should offer Turkey a “privileged
partnership” instead of full mem-
bership. Turkey has dismissed that
offer. French President Nicolas
Sarkozy also has said he opposes
Turkey joining the EU.

The French and German govern-
ments declined Tuesday to comment
on Mr. Cameron’s remarks. But in an
interview with Germany’s Bild news-
paper published Tuesday, German
Foreign Minister Guido Westerwelle
said he wants to see a Turkey
“that’s on the side of Europe.” But,
he said, “if we had to decide today,
Turkey wouldn’t be ready for acces-

sion and the European Union
wouldn’t be ready to admit it.”

In his speech, Mr. Cameron said
that just as Turkey has an important
role to play in the Middle East peace
process, “so it’s Turkey that can
help us stop Iran from getting the
bomb.”

The foreign ministers of Turkey,
Iran and Brazil will meet in Turkey
in the coming days to advance dis-
cussions on a nuclear-fuel swap pro-
posal they agreed to in May. Brazil
and Turkey voted against recent
United Nations Security Council
sanctions on Iran over its nuclear
program. Mr. Cameron said he
hoped the meeting will “see Iran
move in the right direction.”

Mr. Cameron also addressed the
recent tensions between Turkey and
Israel over the deadly commando
operation against a Gaza-bound aid
flotilla in May. Nine activists, eight
Turks and one Turkish-American,
died in the raid.

He urged Turkey and Israel not
to give up on their longstanding
friendship, but called Israel’s attack
on the flotilla “completely unaccept-
able.” The prime minister again
asked Israel to lift restrictions on
Gaza, saying it “must not be allowed
to remain a prison camp.”

By Laurence Norman
in London and

Joe Parkinson in Istanbul

U.K. Prime Minister David Cameron, left, inspects honor guard with Turkish Prime Minister Recep Tayyip Erdogan in Ankara on Tuesday.

ISTANBUL—Turkey’s escalating
battle with Kurdish insurgents has
become caught up in the country’s
fiercely partisan domestic politics,
as the government charged Tuesday
that opponents of democratic
change had triggered ethnic riots at
both ends of the country.

Justice Minister Sadullah Ergin
said Tuesday that intelligence ser-
vices were investigating whether
two episodes of unrest Monday had
been engineered. In eastern Turkey,
suspected guerrillas from the Kurd-
ish Workers Party, or PKK, killed

four policemen, triggering riots. In
Turkey’s west, riots that followed a
knife fight involving ethnic Kurds
left dozens injured and detained.

“In both cases we have to take
into account the probability of prov-
ocations, and the intelligence ser-
vices are investigating these proba-
bilities,” Mr. Ergin told a group of
reporters in Istanbul, through simul-
taneous translation.

Turkey is in the midst of a power
struggle between its Islamic-leaning
government and the military-backed,
secularist establishment that effec-
tively ruled the country for decades.
Conspiracy theories abound on both
sides about the machinations of the

other, and are impossible to prove.
However, the accusation that mem-
bers of Turkey’s so-called deep state
are fueling conflict with the PKK in
an effort to undermine trust in the
government is explosive. Turkey’s
war with the PKK has cost 30,000 to
40,000 lives since it began in 1984.

Mr. Ergin declined to name who
he suspected of provoking Monday’s
riots, but said they were groups
“who favor the status quo” in Tur-
key. Those groups, he said, were try-
ing to block the government’s efforts
at democratization, including a ref-
erendum on constitutional amend-
ments to be held Sept. 12.

The PKK stepped up attacks in

the spring after their jailed leader,
Abdullah Ocalan, said he was calling
off talks with Turkey’s government,
explaining Ankara’s stated goal of
improving conditions for the Kurd-
ish minority was going nowhere.

From the outset, columnists in
Turkey’s pro-government media
speculated that the PKK’s move was
being orchestrated with members of
the country’s so-called deep state, in
an effort to discredit the govern-
ment and unseat the AKP. Hundreds
of Turkish bureaucrats, journalists
and military officers are currently
awaiting trial as alleged deep-state
conspirators in proceeding that op-
ponents see as a witch hunt.

BY MARC CHAMPION
AND ERKAN ÖZ

Turkey curbs
its outlook
for inflation

ISTANBUL—Turkey’s central
bank on Tuesday issued a benign
forecast on inflation and interest
rates and a gathering economic re-
covery as the country’s stock prices
were soaring to a record high.

Central bank Gov. Durmus Yilmaz
delivered a dovish inflation report,
cutting the bank’s estimate for 2010
and 2011 price rises. He also said
the bank’s policy committee has
room to keep interest rates low un-
til the first quarter of 2011, when
they will see a “limited” rise.

Economists said the bank’s infla-
tion revisions were expected, but
the combination of a brightening
economic outlook and returning ap-
petite for risk pointed to an increas-
ingly robust economic recovery.

Turkey’s benchmark stock index
jumped 1.89% to 60,633, an intraday
record, which investors attributed
to supportive global sentiment and
expectations of strong second-quar-
ter bank earnings.

“Right now it all looks like it’s
going Turkey’s way,” said Nigel Ren-
dell, an economist at RBC Capital
Markets in London. “Global senti-
ment is supportive of Turkish as-
sets; inflation is going in the right
direction; growth is strong, and pol-
icy makers are in no rush to raise
interest rates.”

Turkish stocks have been among
the top gainers of any emerging
market in 2010, rising 14% since the
beginning of the year. Gross domes-
tic product has risen by a sizzling
11.7% in the first quarter from a year
earlier, when Turkey was still in
deep recession.

Even after adjusting for the base
effect in annual comparison, Tur-
key’s outlook remains one of the
brightest in the region, with most
forecasts for 2010 growth pegged
above 6%.

Despite the positive news, ana-
lysts warn that potential political
troubles still cloud Turkey’s eco-
nomic outlook. Turkey faces a refer-
endum Sept. 12 on constitutional re-
form, and national elections are
scheduled for summer next year.

Other risks include military skir-
mishes with Kurdish separatists and
Ankara’s growing ties with Iran,
which is angering many of Turkey’s
Western allies.

“The political-risk factors have
not gone away; they’re dormant,
and investors should be aware,” said
Cristian Maggio, emerging-markets
strategist at TD Securities. “There’s
a risk and we know something can
happen, and it will exert selling
pressure on Turkish assets, but it
might end up being just noise.”

Mr. Yilmaz, the central bank gov-
ernor, said in a televised speech that
the bank now estimates that 2010
median year-end inflation will be
7.5%, down from April’s forecast of
8.4%.

“We confirmed our stance to
hold our policy interest rate at low
levels for a while ... there will be a
limited rise in interest rates in early
2011 and, after this they will remain
stable for three years,” the governor
said.

The benchmark policy rate has
remained at a record low of 6.5%
since November 2009, after the cen-
tral bank slashed rates by 10.25 per-
centage points to cushion the econ-
omy against the global downturn.

—Sezin Bala
contributed to this article.

BY JOE PARKINSON
AND ERKAN OZ

European Pressphoto Agency
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Toeing the line: Doctors warn of risks
as women seek cosmetic foot surgery
‘Cinderella Procedure’ makes feet narrower; other operations inject fat for extra cushioning for long days in heels

How far will some women go
to fit into high heels? The menu
of services at Beverly Hills Aes-
thetic Foot Surgery in Studio City,
Calif., provides a clue.

There’s the trademarked “Cin-
derella Procedure”—a preventive

bunion correction
that makes feet
narrower. The
clinic also offers

the “Perfect 10! Aesthetic Toe
Shortening” that invisibly trims
toes that hang over the end of
sandals or have to be crushed
into tight shoes.

There’s also “Foot-Tuck Fat
Pad Augmentation,” in which fat
from the patient’s abdomen is in-
jected into the balls of her feet to
provide extra cushioning for long
days on high heels.

“It’s unrealistic to tell women
not to wear high heels,” says the
clinic’s founder, podiatrist Ali
Sadrieh. “I came up with proce-
dures that allow the women to
function, pain-free, in the real
world.”

Those are exactly kinds of cos-
metic procedures that a big group
of orthopedic foot surgeons
blasted in a news release last
month. “Shortening a toe to get
into a tight-fitting shoe should
not be a standard of care in any
physician’s office,” says Donald R.
Bohay, an orthopedic surgeon in
Grand Rapids, Mich., and co-
chairman of public education for
the American Orthopaedic Foot
and Ankle Society.

The American Podiatric Medi-
cal Association, representing
about 85% of the nation’s podia-
trists, agrees. “Our function is to
relieve pain and correct deformi-
ties. We are not trained to allow
women to fit into a narrower
shoe,” says the group’s president,
Kathleen Stone, a podiatrist in
Glendale, Ariz.

‘Sex and the City’ effect
Blame it on Carrie Bradshaw.

While there are few statistics
tracking the number of surgical
procedures performed on feet for
specific reasons, cosmetic foot
surgery began roughly about the
time “Sex and the City” debuted
in 1998 and has shown even more
staying power.

Some foot surgeons have been
warning against cosmetic foot

surgery almost as long—seem-
ingly to little avail.

“Every stylish woman I know
wants to do this operation, and as
soon as they can figure out a
more efficient way, it will become
as common as a nose job,” says
Manhattan public-relations maven
Peggy Siegal, who says she is ea-
ger to have bunion surgery her-
self but is wary of the recovery
time. “I am longing to have
pretty, pain-free feet.”

“Our business is booming,”
says Oliver Zong, a podiatrist in
New York City’s financial district
whose services include a “pinky
tuck,” slimming down little toes
that become bent and bulbous
when jammed into high, tight
shoes.

While the vast majority of pa-
tients are women, Dr. Zong says
he has male clients as well.
“They’re embarrassed about
wearing sandals because their
feet don’t look so good,” he says.

And demand isn’t limited to
New York and Los Angeles. “I’m
in northwest Indiana, near a lot
of steel mills, and I have many
young women who come in say-
ing, ‘My feet don’t hurt, but I
want surgery’,” says Michael Ni-
renberg, a podiatrist in Crown
Point, Ind., “They want to look
their best and they don’t under-
stand the risks.”

That risk-versus-benefit calcu-
lus has created rifts between phy-
sicians who argue that surgery
should only be done to alleviate
pain and deformities, and those
who say that making women
more comfortable in their shoes
can prevent pain and deformity
from happening.

“Why wait until your foot be-

comes arthritic at 50 when you
could have had it fixed it at age
22?” asks Dr. Sadrieh, who notes
that in some fields, women feel
they need to wear high heels to
have a professional appearance.

Many podiatrists say they turn
away patients who ask for proce-
dures solely for appearance’s
sake—or who ask for extreme
measures, like amputating a toe.

But the line separating beauty
from function can be a fine one.
Jamming feet into sexy, strappy
heels can make them painful and
misshapen; eliminating lumps and
bumps often alleviates pain as
well. Take bunions, for example.
High heels don’t cause them
(Mother Theresa had bunions, so
do some primitive tribes of peo-
ple who never wear shoes). But
wearing tight, high heels can
make them worse.

Bunion surgery, which can cost
$5,000 or more, is usually consid-
ered standard podiatric care, not
cosmetic, and is covered by insur-
ance—but only after it becomes
fairly severe.

Toe shortening, at $500 to
$1,500 per toe, is considered a
cosmetic procedure, usually not
covered by insurance. But trim-
ming a long toe can prevent it
from becoming a hammertoe, in
which the toe buckles up at the
joint, often creating painful corns
on top and displacing the fat pad
underneath. Once that occurs,
surgically repairing it is consid-
ered necessary foot care, covered
by insurance.

Toe lengthening is sometimes
done to correct brachymetatarsia,
a serious deformity in which a
bone inside the foot stops grow-
ing too soon. But it’s also some-

times done to correct a cosmetic
toe shortening that went too far.

Slimming swollen pinky-toes
($1,800) and adding padding to
the bottoms of feet ($500 and up)
are also considered cosmetic pro-
cedures, not covered by insur-
ance. However patients who need
them are often uncomfortable in
any shoes, argues Suzanne Levine,
a podiatrist on Manhattan’s Park
Avenue who operates in heels
herself. She developed her own
padding procedure, “Stiletto Rx:

Pillows for Your Feet,” using the
filler Sculptra. “I have a 93-year-
old patient from Maine who
comes every six months and says,
‘Fill it up,’ ” she says.

Dr. Sadrieh, Dr. Levine and
other podiatrists who cater to
women who want stylish feet pre-
fer the term “aesthetic” to “cos-
metic”—and say it also involves
placing incisions on the sides of
toes, rather than the tops, and us-
ing plastic-surgery techniques to
minimize scars. With traditional
surgery, “your bunion would be
gone, but you’d have a four-inch
scar,” says Dr. Zong. “We are
modernizing a stagnant old pro-
fession,” says Dr. Sadrieh.

Making matters worse
Orthopedic surgeons and more

conservative podiatrists are
mainly concerned about what can

go wrong, including infections
and problems with anesthesia
that are possible with any sur-
gery. But feet are especially deli-
cate, with 26 major bones, 30
joints and a complex web of
nerves and tendons. And while
most procedures go well, compli-
cations do occur. Bones may not
fuse, nerves can become damaged
and scar tissue can form to make
feet even more unsightly than
they started.

Toe-shortening procedures,
warns Dr. Bohay, can leave toes
floppy, and sliding under or over
adjacent toes. In a 2003 survey by
the Foot and Ankle Society, over
half of responding members said
they had treated patients who
were in pain from failed cosmetic
foot surgery. Some podiatrists
counter that they often fix scar-
ring or problems caused by ortho-
pedic surgeons.

Patients who have had bad ex-
periences warn that the conse-
quences can be severe and long-
lasting.

“I should never have had foot
surgery,” says Manhattan derma-
tologist Debra Jaliman. She had a
minor bunion corrected by a
prominent orthopedic surgeon in
2007 but ended up with severe
nerve damage. She needed six
corrective surgeries and was on
crutches for two years. “Now my
foot hurts all the time. I can’t
wear high heels ever. I can’t play
tennis. It’s really impacted my
life. It limits me tremendously.”

The lesson, Dr. Jaliman says,
is: “Feet are really tricky. Don’t
have surgery unless you are in
bad pain.”

Email healthjournal@wsj.com.

BY MELINDA BECK

Source: WSJ reporting; Photo: FilmMagic/Getty Images

Foot ‘facelifts’
The line between cosmetic procedures
and those to alleviate pain can be as
fine as a stiletto.

Toe shortening: Bone segment
is removed; procedure can
prevent hammertoes, corns.

Toe lengthening: Bone is cut,
then stretched or fused with
an implant. This also repairs
over-shortened toes.

Toe straightening: Small
section of bone near the joint is
removed and/or a tendon cut
to correct angle, curl or
hammertoe.

Toe slimming: Thickened skin on pinky
toe is removed, and the bone may be
shaved or straightened.

Foot narrowing: Corrects bunions
on both sides, sometimes before
deformities occur.

Hyperhidrosis: Botox injections
can curb excess sweating, which
promotes fungus growth.

Foot padding: Fat or fillers are
injected into ball of foot to replace
diminished padding.
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ON THE CHART

72%
of European Union
citizens aged 55 or

over regularly eat fresh
fruit, compared with

only 51% of those aged
15 to 24.

Source: European Commission survey

In some fields, women feel
they need to wear high heels
to have a professional
appearance.
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U.K. weighs easing
corporate-tax rules

LONDON—The U.K. Treasury
launched a series of tax consulta-
tions Tuesday, including a possible
easing of rules that affect the taxa-
tion of foreign profits of U.K.-based
companies.

The Treasury said it is commit-
ted to “delivering a more territorial
approach to corporation tax,” which
could include exempting from tax
the profits of foreign branches of
U.K. companies.

The move would aim to “enhance
the U.K.’s competitiveness and to
achieve greater consistency of tax
treatment between foreign branches
and subsidiaries of U.K. companies,”
the Treasury said.

The government has set up a
working group of tax experts to look
at possible changes to the taxation
of foreign branches. They will meet
over the coming months and feed
into the consultation.

The Treasury also said it is con-
sulting on possible interim improve-
ments to the controlled foreign-com-
pany tax rules, which aim to keep
multinational companies operating
in the U.K. The government has
promised a broader overhaul in 2012
of the current CFC regime. This is-
sue dogged the previous Labour gov-
ernment and led to the departure of
several multinational firms.

However, the Treasury said it
could make interim changes to the
current CFC regime by the spring of
2011. These could exempt commer-
cial activities that “do not erode the
U.K. tax base.”

The proposed overhauls come as
the new government of Prime Minis-
ter David Cameron has pledged to
show the U.K. is again “open for
business.” The government an-
nounced last week it was opening an
Office for Tax Simplification and has
promised a gradual reduction in the
corporation tax.

However, plans to change the tax
system could hit hurdles as the gov-
ernment tries to pare a €155 billion
($240 billion) budget deficit.

Among other proposals, the
Treasury promised to consult on the
pay-as-you-earn tax system used by
firms employing the majority of the
U.K.’s 30 million taxpayers. The
Treasury also issued a consultation
on pension-tax credits, which could
see annual tax relief fall sharply to
some £30,000 to £45,000.

The Institute of Directors wel-
comed the intention to reform the
PAYE system and the decision to
consider exempting U.K. companies’
foreign-branch profits. “The taxation
of branches is a vital piece in the jig-
saw of the taxation of multination-
als. There will, however, be impor-
tant ramifications for the
competitiveness of the tax system
and for specific industries, so it is
important to take time to get the an-
swers right,” the institute said.

Vincent Oratore, president of the
Chartered Institute of Taxation, said
the proposed interim CFC regime
changes are welcome “but the real
test will be whether full reform of
CFC rules can be agreed and com-
pleted by spring 2012, as the gov-
ernment intends.”

BY LAURENCE NORMAN

Russian offer divides demonstrators
MOSCOW—Russian authorities

this month offered to allow a dem-
onstration by opposition activists in
Moscow’s Triumphal Square on Sat-
urday, after more than a year of
harshly suppressing such protests.
But the concession they de-
manded—exclusion of the protests’
original architect—threatens to split
the movement, activists said.

Though the organizers rejected
the offer for this month—and were
denied a permit for the demonstra-
tion—debate over whether to accept
the authorities’ terms in the future
rages on the Web and Moscow radio
talk shows.

Since they started in early 2009,
the demonstrations have been a rare
success for the Kremlin’s belea-
guered and fractious opponents, at-
tracting hundreds of protesters from
a wide range of antigovernment
groups, often despite official bans.
Held on the 31st of each month that
has as many days, the protests de-
fend Article 31 of Russia’s constitu-
tion, which ensures the right to free
assembly.

Authorities in Moscow have been
particularly strict, regularly reject-
ing applications for permits and de-
taining demonstrators.

But early this month, as organiz-
ers were preparing to apply for a
permit, city officials indicated that
they were willing to compromise
and allow the protest, on the condi-
tion that the permit application not
include Eduard Limonov, a veteran

opposition leader who first pro-
posed the 31st demonstrations, ac-
cording to city officials and protest
organizers.

“It was really an offer to recon-
sider the whole interaction with the
opposition,” said Alexander Muzy-
kantsky, the Moscow city govern-
ment’s human-rights ombudsman
and one of those who discussed the

proposal with opposition leaders.
Mr. Muzykantsky admitted the

offer was essentially illegal, since
Russian law allows authorities to ne-
gotiate with permit applicants only
over the time and place of demon-
strations. He said he was an inter-
mediary and didn’t know the gov-
ernment’s motivation in making it.

Some opposition leaders wel-

comed the chance to finally have
their protest without the threat of
arrest, potentially attracting far
more participants.

“The authorities made huge con-
cessions,” said Lyudmilla Alexeyeva,
a Soviet-era dissident who is the
doyenne of Russia’s human-rights
community and was detained at a
Dec. 31 demonstration. “In my view,

it’s not a matter of principle” for the
opposition to have different names
on the permit application, since Mr.
Limonov and his supporters can still
attend the protest, she said.

“We don’t need the authorities to
sow discord in the ranks of the op-
position,” she said. “We can do that
well enough ourselves.”

Mr. Limonov has long been a
controversial figure in Russian poli-
tics. His National Bolshevik Party—a
thinly supported hybrid of national-
ism and socialism whose flag com-
bined Nazi and Soviet imagery—was
banned by court order as extremist
in 2005.

But his loyal followers—known
for their showy and often humorous
protests—have been key supporters
for the opposition in recent years, as
official pressure on critics has risen.
Earlier this month, they published
the program of a new, more moder-
ate party, Other Russia, calling for
broad democratization and, among
other things, the creation of a new
capital city somewhere in southern
Siberia.

He and other activists denounced
the idea of allowing the authorities
to dictate who can file for permits
for the 31st demonstrations.
“They’re forcing us to kiss the sul-
tan’s slipper,” he said.

Despite being denied a permit,
he, Ms. Alexeyeva and the other ac-
tivists say they plan to gather in Tri-
umphal Square on Saturday. City of-
ficials have scheduled an auto race
there for the entire weekend and
threatened to detain demonstrators.

BY GREGORY L. WHITE

Police detain a opposition activist at a protest march in Moscow on May 31 that defended the right to public assembly.
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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 377.00 -1.00 -0.26% 705.00 343.25
Soybeans (cents/bu.) CBOT 965.50 -0.50 -0.05 1,555.00 809.75
Wheat (cents/bu.) CBOT 595.00 5.50 0.93% 762.75 442.50
Live cattle (cents/lb.) CME 93.925 0.150 0.16 96.900 86.700
Cocoa ($/ton) ICE-US 2,980 7 0.24 3,522 2,237
Coffee (cents/lb.) ICE-US 163.75 -1.85 -1.12 180.95 121.75
Sugar (cents/lb.) ICE-US 18.42 -0.20 -1.07 22.78 11.79
Cotton (cents/lb.) ICE-US 76.70 0.21 0.27 100.50 53.87
Crude palm oil (ringgit/ton) MDEX 2,485.00 12 0.49 2,555 2,250
Cocoa (pounds/ton) LIFFE 2,280 1 0.04 2,470 1,579
Robusta coffee ($/ton) LIFFE 1,699 -24 -1.39 1,795 1,282

Copper (cents/lb.) COMEX 320.65 -1.65 -0.51 366.70 166.00
Gold ($/troy oz.) COMEX 1161.80 -25.20 -2.12 1,270.60 675.00
Silver (cents/troy oz.) COMEX 1762.60 -57.40 -3.15 1,986.50 1,338.00
Aluminum ($/ton) LME 2,061.00 21.00 1.03 2,481.50 1,791.00
Tin ($/ton) LME 19,495.00 235.00 1.22 19,495.00 13,550.00
Copper ($/ton) LME 7,120.00 94.00 1.34 7,970.00 5,420.00
Lead ($/ton) LME 1,995.00 18.00 0.91 2,615.00 1,580.00
Zinc ($/ton) LME 1,936.00 19.00 0.99 2,659.00 1,617.00
Nickel ($/ton) LME 20,780 270 1.32 27,590 15,910

Crude oil ($/bbl.) NYMEX 77.50 -1.48 -1.87 132.65 54.11
Heating oil ($/gal.) NYMEX 2.0294 -0.0417 -2.01 3.4065 1.4750
RBOB gasoline ($/gal.) NYMEX 2.0641 -0.0423 -2.01 2.4345 1.4265
Natural gas ($/mmBtu) NYMEX 4.646 0.063 1.37 10.810 4.140
Brent crude ($/bbl.) ICE-EU 76.13 -1.37 -1.77 108.50 59.80
Gas oil ($/ton) ICE-EU 641.50 -13.75 -2.10 1,268.00 472.75

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

Currencies London close on July 27
Per In

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

Argentina peso-a 5.1047 0.1959 3.9313 0.2544
Brazil real 2.2937 0.4360 1.7665 0.5661
Canada dollar 1.3423 0.7450 1.0338 0.9674

1-mo. forward 1.3428 0.7447 1.0341 0.9670
3-mos. forward 1.3441 0.7440 1.0351 0.9660
6-mos. forward 1.3470 0.7424 1.0374 0.9640

Chile peso 674.64 0.001482 519.55 0.001925
Colombia peso 2406.19 0.0004156 1853.05 0.0005397
Ecuador US dollar-f 1.2985 0.7701 1 1
Mexico peso-a 16.4202 0.0609 12.6456 0.0791
Peru sol 3.6650 0.2729 2.8225 0.3543
Uruguay peso-e 27.204 0.0368 20.950 0.0477
U.S. dollar 1.2985 0.7701 1 1
Venezuela bolivar 5.58 0.179321 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.4393 0.6948 1.1085 0.9022
China yuan 8.8017 0.1136 6.7784 0.1475
Hong Kong dollar 10.0843 0.0992 7.7662 0.1288
India rupee 60.5815 0.0165 46.6550 0.0214
Indonesia rupiah 11706 0.0000854 9015 0.0001109
Japan yen 114.09 0.008765 87.87 0.011381

1-mo. forward 114.06 0.008767 87.84 0.011385
3-mos. forward 113.97 0.008774 87.77 0.011393
6-mos. forward 113.82 0.008786 87.66 0.011408

Malaysia ringgit-c 4.1351 0.2418 3.1845 0.3140
New Zealand dollar 1.7692 0.5652 1.3625 0.7340
Pakistan rupee 111.152 0.0090 85.600 0.0117
Philippines peso 59.757 0.0167 46.020 0.0217
Singapore dollar 1.7684 0.5655 1.3619 0.7343
South Korea won 1534.76 0.0006516 1181.95 0.0008461
Taiwan dollar 41.584 0.02405 32.025 0.03123
Thailand baht 41.818 0.02391 32.205 0.03105

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

Euro zone euro 1 1 0.7701 1.2985
1-mo. forward 1.0001 0.9999 0.7702 1.2984
3-mos. forward 1.0002 0.9998 0.7703 1.2982
6-mos. forward 1.0008 0.9992 0.7707 1.2975

Czech Rep. koruna-b 25.034 0.0399 19.279 0.0519
Denmark krone 7.4527 0.1342 5.7395 0.1742
Hungary forint 283.63 0.003526 218.43 0.004578
Norway krone 7.9986 0.1250 6.1599 0.1623
Poland zloty 4.0109 0.2493 3.0889 0.3237
Russia ruble-d 39.266 0.02547 30.240 0.03307
Sweden krona 9.4731 0.1056 7.2955 0.1371
Switzerland franc 1.3797 0.7248 1.0625 0.9412

1-mo. forward 1.3793 0.7250 1.0622 0.9414
3-mos. forward 1.3784 0.7255 1.0615 0.9421
6-mos. forward 1.3766 0.7264 1.0602 0.9432

Turkey lira 1.9646 0.5090 1.5130 0.6609
U.K. pound 0.8348 1.1979 0.6429 1.5555

1-mo. forward 0.8349 1.1977 0.6430 1.5552
3-mos. forward 0.8351 1.1974 0.6432 1.5548
6-mos. forward 0.8356 1.1967 0.6435 1.5539

MIDDLE EAST/AFRICA
Bahrain dinar 0.4895 2.0428 0.3770 2.6526
Egypt pound-a 7.4050 0.1350 5.7027 0.1754
Israel shekel 4.9434 0.2023 3.8070 0.2627
Jordan dinar 0.9194 1.0877 0.7081 1.4123
Kuwait dinar 0.3737 2.6760 0.2878 3.4748
Lebanon pound 1957.49 0.0005109 1507.50 0.0006634
Saudi Arabia riyal 4.8696 0.2054 3.7502 0.2667
South Africa rand 9.5203 0.1050 7.3318 0.1364
United Arab dirham 4.7693 0.2097 3.6729 0.2723

SDR -f 0.8568 1.1671 0.6599 1.5155

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 600 258.11 0.99 0.39% 2.0% 18.1%

14 Stoxx Europe 50 2501.06 17.26 0.69 -3.0 11.6

27 Euro Zone Euro Stoxx 264.45 1.86 0.71 -3.8 11.5

14 Euro Stoxx 50 2769.31 26.19 0.95 -6.6 7.6

16 Austria ATX 2483.29 26.35 1.07 -0.5 13.4

8 Belgium Bel-20 2557.43 25.68 1.01 1.8 21.3

11 Czech Republic PX 1189.4 14.1 1.20 6.5 20.6

22 Denmark OMX Copenhagen 385.08 1.43 0.37 22.0 32.6

16 Finland OMX Helsinki 6680.11 0.81 0.01 3.5 18.4

15 France CAC-40 3666.40 30.22 0.83 -6.9 10.1

13 Germany DAX 6207.31 13.10 0.21 4.2 20.0

... Hungary BUX 22660.05 459.42 2.07 6.8 37.5

19 Ireland ISEQ 2943.83 -3.42 -0.12% -1.0 6.7

14 Italy FTSE MIB 21158.08 338.12 1.62 -9.0 5.7

19 Netherlands AEX 338.08 0.26 0.08 0.8 23.3

10 Norway All-Shares 414.92 -1.16 -0.28 -1.2 21.8

17 Poland WIG 42610.93 -103.04 -0.24 6.6 26.7

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

13 Portugal PSI 20 7381.56 89.72 1.23 -12.8 1.1

... Russia RTSI 1481.32 13.64 0.93% 3.8 47.9

10 Spain IBEX 35 10645.0 138.3 1.32 -10.8 -0.2

15 Sweden OMX Stockholm 329.95 0.04 0.01 10.2 26.3

14 Switzerland SMI 6275.19 75.73 1.22 -4.1 8.9

... Turkey ISE National 100 60328.94 821.26 1.38 14.2 50.8

12 U.K. FTSE 100 5365.67 14.55 0.27 -0.9 18.5

... ASIA-PACIFIC DJ Asia-Pacific 121.75 0.04 0.03 -1.1 7.9

17 Australia SPX/ASX 200 4497.40 11.26 0.25 -7.7 7.9

... China CBN 600 23408.63 -90.57 -0.39% -19.4 -20.8

15 Hong Kong Hang Seng 20973.39 133.48 0.64 -4.1 1.7

17 India Sensex 18077.61 57.56 0.32 3.5 17.9

... Japan Nikkei Stock Average 9496.85 -6.81 -0.07 -10.0 -5.9

... Singapore Straits Times 2979.38 12.39 0.42 2.8 13.5

11 South Korea Kospi 1768.31 -0.76 -0.04 5.1 15.9

... AMERICAS DJ Americas 297.16 -0.90 -0.30 0.2 15.9

16 Brazil Bovespa 66644.13 200.87 0.30 -2.8 22.6

18 Mexico IPC 32743.94 -214.95 -0.65 1.9 22.3

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

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

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

Australia 1.1085 1.7242 1.0433 0.1519 0.0367 0.1799 0.0126 0.2912 1.4393 0.1931 1.0723 ...

Canada 1.0338 1.6079 0.9729 0.1417 0.0342 0.1678 0.0118 0.2715 1.3423 0.1801 ... 0.9326

Denmark 5.7395 8.9274 5.4018 0.7867 0.1898 0.9317 0.0653 1.5076 7.4527 ... 5.5521 5.1778

Euro 0.7701 1.1979 0.7248 0.1056 0.0255 0.1250 0.0088 0.2023 ... 0.1342 0.7450 0.6948

Israel 3.8070 5.9216 3.5831 0.5218 0.1259 0.6180 0.0433 ... 4.9434 0.6633 3.6827 3.4345

Japan 87.8650 136.6696 82.6965 12.0438 2.9056 14.2640 ... 23.0799 114.0927 15.3090 84.9964 79.2674

Norway 6.1599 9.5814 5.7976 0.8443 0.2037 ... 0.0701 1.6180 7.9986 1.0733 5.9588 5.5572

Russia 30.2395 47.0360 28.4607 4.1450 ... 4.9091 0.3442 7.9431 39.2660 5.2687 29.2522 27.2806

Sweden 7.2955 11.3477 6.8663 ... 0.2413 1.1843 0.0830 1.9163 9.4731 1.2711 7.0573 6.5816

Switzerland 1.0625 1.6527 ... 0.1456 0.0351 0.1725 0.0121 0.2791 1.3797 0.1851 1.0278 0.9585

U.K. 0.6429 ... 0.6051 0.0881 0.0213 0.1044 0.0073 0.1689 0.8348 0.1120 0.6219 0.5800

U.S. ... 1.5554 0.9412 0.1371 0.0331 0.1623 0.0114 0.2627 1.2985 0.1742 0.9674 0.9021

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of July 27, 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* 290.62 -1.00% -2.9% 18.7%

2.70 16 World (Developed Markets) 1,129.75 -1.09 -3.3 17.2

2.50 16 World ex-EMU 134.84 -0.99 -1.3 18.8

2.50 16 World ex-UK 1,127.46 -1.08 -3.1 17.1

3.20 16 EAFE 1,469.15 -1.07 -7.1 12.4

2.20 14 Emerging Markets (EM) 985.48 -0.41 -0.4 29.4

3.60 14 EUROPE 89.13 0.44 1.0 24.2

3.80 14 EMU 155.35 -1.69 -13.9 8.3

3.50 15 Europe ex-UK 95.83 0.53 -0.9 22.5

4.90 11 Europe Value 96.03 0.79 -3.4 20.1

2.40 17 Europe Growth 80.18 0.11 5.3 28.1

2.40 19 Europe Small Cap 171.20 0.71 8.9 36.4

2.30 8 EM Europe 307.81 0.80 10.5 51.5

3.80 12 UK 1,585.50 0.71 -1.4 25.5

2.90 18 Nordic Countries 155.72 0.23 14.3 38.6

2.00 8 Russia 740.74 1.16 -0.8 35.4

2.40 20 South Africa 745.02 0.37 5.3 24.2

2.70 16 AC ASIA PACIFIC EX-JAPAN 406.18 -0.48 -2.5 25.4

1.90 26 Japan 525.05 0.46 -7.6 -8.4

2.30 16 China 62.01 -0.52 -4.3 12.5

1.00 19 India 728.46 -0.48 3.0 28.0

1.30 11 Korea 501.28 0.69 4.3 31.1

2.80 23 Taiwan 276.96 0.55 -6.4 18.1

2.00 17 US BROAD MARKET 1,249.58 -1.26 1.0 23.3

1.40 160 US Small Cap 1,796.16 -2.10 7.5 35.4

2.60 14 EM LATIN AMERICA 4,025.94 -0.07 -2.2 35.3

*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 2276.68 0.06% 12.5%

2.41 16 Global Dow 1348.00 -0.14% 15.9% 1858.81 0.23 6.2

2.92 13 Global Titans 50 164.90 0.07 14.3 159.95 0.45 4.7

2.84 16 Europe TSM 2470.86 0.76 8.7

2.40 19 Developed Markets TSM 2198.56 0.00 11.3

2.26 10 Emerging Markets TSM 4161.25 0.62 23.2

3.25 24 Africa 50 865.10 0.32 20.9 712.95 0.70 10.7

2.61 13 BRIC 50 473.40 0.24 28.4 585.99 0.62 17.6

3.68 17 GCC 40 538.50 0.03 2.5 443.76 0.40 -6.1

2.03 19 U.S. TSM 11491.98 -0.34 15.1

6.08 22 Kuwait Titans 30 -c 196.64 0.76 -12.7

1.71 RusIndex Titans 10 -c 3447.80 0.16 50.2 5609.95 0.35 33.8

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 646.00 1.49% 64.0% 728.80 1.56% 53.6%

5.68 15 Global Select Div -d 174.40 -0.18 27.2 193.82 0.19 16.5

5.96 10 Asia/Pacific Select Div -d 263.97 0.20 9.2

4.43 14 U.S. Select Dividend -d 331.84 0.17 19.7

2.09 18 Islamic Market 1904.31 -0.35 10.4

2.62 13 Islamic Market 100 1773.80 -0.45 14.0 1971.11 -0.08 4.4

3.48 12 Islamic Turkey -c 1592.40 1.69 43.8 3084.47 1.75 34.8

2.85 15 Sustainability 868.70 0.04 19.1 952.30 0.42 9.1

4.51 19 Brookfield Infrastructure 1662.80 -0.56 30.2 2058.36 -0.19 19.3

1.39 22 Luxury 1016.40 -1.75 36.9 1118.89 -1.38 25.3

3.15 10 UAE Select Index 225.79 0.28 -8.7

DJ-UBS Commodity 136.50 -1.17 14.7 128.73 -0.80 5.1

*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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Debate over stimulus is heating up
W A S H I N G T O N — E i g h t e e n

months after President Barack
Obama administered a massive
dose of spending increases and tax
cuts to a weak economy, a brawl
has broken out among economists
and politicians about whether fis-
cal-stimulus medicine is curing the
illness or making it worse.

The debate is more than aca-
demic. It is shaping congressional
decisions on whether to respond to
the distressing prognosis for the
U.S. economy with more govern-
ment spending or a dose of deficit
reduction.

One side says Mr. Obama’s $862
billion fiscal stimulus prevented an
even graver recession. Cutting the
deficit right now, this side insists,
would send the economy into a
tailspin. The other side questions
the benefits of the stimulus and ar-
gues addressing long-term deficits
now is crucial to avoid higher in-
terest rates and even bigger eco-
nomic problems down the road.

And then there is a camp in the
middle—defending last year’s stim-
ulus, but urging a deficit-cutting
plan now.

The quarrel over deficits and
the economy is at the center of
many congressional disputes. Re-
publicans battled against Mr.
Obama’s proposal to renew the ex-
tension of unemployment compen-
sation benefits for up to 99 weeks,
insisting on spending cuts else-
where to avoid widening the defi-
cit, but lost last week. The presi-
dent argues the benefits are vital
to millions of unemployed and
would bolster consumer spending.

Meanwhile, the White House
says it will allow taxes to rise on
families with incomes above
$250,000. Republicans and a few
Democrats argue that allowing
President George W. Bush’s in-
come-tax cuts on those upper-in-
come households to expire at year-
end, as the law currently provides,
will choke the economy.

“Too many are searching for an-
swers in the discredited economic
playbook of borrow-and-spend
Keynesian policies,” Rep. Paul
Ryan, a Wisconsin Republican who
is pushing a long-run deficit cut-
ting plan, said this month. “I reject
the false premise that only forceful
and sustained government inter-
vention in the economy can secure
this country’s renewed prosperity.”

Richard Trumka, president of
the AFL-CIO union alliance, says if
the government starts cutting defi-
cits now, “We’ll slip back into re-

cession and possibly depression.”
Public opinion seems to be with

the deficit fighters. A June Wall
Street Journal/NBC News poll
asked respondents which state-
ment came closest to their views:
(1) The president and Congress
should worry more about boosting
the economy even if it means big-
ger deficits; or (2) The president
and Congress should worry more
about keeping the deficit down
even if it means the economy will
take longer to recover. Some 63%
chose deficit-fighting.

Most mainstream economists
agree on some points: The U.S.
economy needed some kind of fis-
cal help in 2009 as the financial
system teetered and the Federal
Reserve pushed interest rates near
zero. The deficit has to be reined
in eventually, in part by restraining
the growth of spending on health
and other benefits. And developing
a long-term plan to do so now
would reduce risks of a future fi-
nancial market calamity and help
hold interest rates down.

But today, neither side can say
with certainty whether the latest
stimulus worked, because nobody
knows what would have happened
in its absence.

Fed Chairman Ben Bernanke
backed fiscal stimulus in early
2009. Now he says the economy
still needs fiscal stimulus, but says
it must be accompanied with a
credible plan to reduce future defi-
cits. Like the Obama administra-
tion, he doesn’t think that plan
should be implemented until the
economy is on more solid footing.

Unlike the U.S., Europe has em-
braced, at least rhetorically, the
primacy of deficit-reduction now.
In some instances this is because
of pressure from markets and the
International Monetary Fund, such
as in the cases of Greece and

Spain, and in other instances be-
cause of local politics, as in the
cases as the U.K. and Germany.

“It is an error to think that fis-
cal austerity is a threat to growth
and job creation,” European Cen-
tral Bank President Jean-Claude
Trichet said recently. “Economies
embarking on austerity policies
that lend credibility to their fiscal
policy strengthen confidence,
growth and job creation.”

The case that government defi-
cit spending can be vital at times
of recessions dates to John May-
nard Keynes, the British economist
whose teachings dominated eco-
nomics for decades after the Great
Depression.

A counter-revolution led by Mil-
ton Friedman, of the University of
Chicago, de-emphasized the role of
government and gave rise to
Ronald Reagan and Britain’s Marg-
aret Thatcher. Keynes lost favor
during the stagflation of the late
1970s and early 1980s. The Fed and
its manipulation of interest rates
came to be seen as the best way
for governments to manage the
short-term ups and downs of the
economy.

One big issue: Lessons about
fiscal policy in normal times aren’t
necessarily applicable to today,
when the Fed has cut interest rates
to zero and unemployment remains
high. Skeptics of fiscal stimulus
traditionally argue that govern-
ment borrowing crowds out private
investment and pushes up long-
term interest rates. True, says
Obama adviser Lawrence Summers,
but not at times like these.

When private-sector lending
was drying up and the credit mar-
kets froze, “government invest-
ment and creation of demand for
consumers was a form of alterna-
tive financing, not a threat to pri-
vate investment,” he says.

Both camps emphasize past vic-
tories. Keynesians cite deficit
spending as the cure for the Great
Depression and see parallels to to-
day and to Japan’s premature defi-
cit-cutting in 1997 as the cause for
its return to recession.

The other side points to Marga-
ret Thatcher, who in 1981—ignor-
ing protests from hundreds of
economists—raised taxes and
tightened government purse
strings to cut a budget deficit in
mid-recession. The U.K. emerged
with lower inflation, lower interest
rates and a recovery.

Keynesians say that episode
isn’t relevant today because the
U.S. can’t cut interest rates. An-
other difference: The British pound
lost half of its value in the 1980s,
spurring exports. The dollar, by
contrast, strengthened after the fi-
nancial crisis hit because global in-
vestors saw it as a safe haven.

The Obama administration is
stocked with heirs of Mr. Keynes,
including academics Christina
Romer and Mr. Summers. Ms.
Romer famously projected in Janu-
ary 2009 that without government
support, the unemployment rate
would reach 9%, but with support
the government could keep it un-
der 8%. It’s 9.5% today.

Some Obama administration of-
ficials privately acknowledge they
set job-creation expectations too

high. The economy, they argue, was
in fact sicker in 2009 than they
and most others realized at the
time. But they insist unemploy-
ment would have been worse with-
out the stimulus.

In the first quarter of 2009,
when stimulus was enacted, the
economy shrank at a 6.4% annual
rate. Since then it has grown at a
2.5% annual rate. And the U.S. re-
cently has begun adding jobs, al-
beit slowly.

It’s hard to isolate the impact of
fiscal stimulus from other actions.
Congressional approval of the
stimulus in February 2009 coin-
cided with an improvement in the
economy. But before Mr. Obama’s
stimulus was enacted, the Fed
pushed short-term interest rates to
zero and began buying mortgage-
linked securities to drive down
long-term interest rates. Soon after
the stimulus was okayed, the Fed
expanded its securities purchases.
A turnaround in the stock market
coincided with the Fed’s expanded
effort and with a separate Fed-
Treasury “stress test” to shore up
confidence in the nation’s banks.

A study of 91 stimulus programs
in 21 developed economies be-
tween 1970 and 2007 by Harvard’s
Alberto Alesina found tax cuts
were more stimulative than gov-
ernment spending. “I would have
done more on the tax side than on
the spending side,” he says.

Economists who say Mr. Obama
should have relied more on tax
cuts cite research of an unlikely
source: Ms. Romer, his adviser. In a
study she and her husband, David
Romer, conducted before she
joined the administration, Ms.
Romer found large multipliers from
tax cuts, which she concluded
“have very large and persistent
positive output effects.” Tax in-
creases, she found, hurt growth.
That study didn’t address whether
spending is better than tax cuts,
though. And she says the gravity of
the economic situation called for
both tax cuts and spending.

Tax cuts haven’t been a cure-all.
President Bush tried $168 billion of
tax rebates in 2008, and a reces-
sion ensued anyhow. Economists
note that households tend to save
temporary tax cuts or use them to
pay down debt, so they don’t pro-
vide much short-term stimulus.

Before the debate over the effi-
cacy the 2009 stimulus is resolved,
Congress is turning to whether it’s
time to start cutting deficits.

Mr. Alesina says it is: In 107 pe-
riods since 1980 when govern-
ments cut deficits, doing so tended
to quicken economic growth, not
slow it. But his study focused on
periods when central banks could
offset deficit cutting with lower in-
terest rates. The Fed has exhausted
that avenue.

Carmen Reinhart, a University
of Maryland economist who has
studied the fiscal aftermath of fi-
nancial crises, says more stimulus
could be counterproductive be-
cause it could lead the public to
expect even higher taxes in the fu-
ture.

Instead, policy makers now
need to convince the public that
they are committed to reducing fu-
ture deficits, without acting on
that commitment right away, she
says. That could hold interest rates
down, without yanking money from
an ailing economy too quickly.

“We are not in an easy posi-
tion,” she says. “Credibility is go-
ing to be difficult to achieve.”

BY JON HILSENRATH

U.S. NEWS

Sources: WSJ Market Data Group; Congressional Budget Office; Ryan ALM via WSJ Market Data Group

Bang for the buck | Stock prices turned after Fed intervened
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Bond market message
Yields on U.S. debt keep sinking, despite worries that record budget deficits would push yields higher.
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The quarrel is shaping
congressional decisions on
whether to respond to the
dire prognosis for the
economy with more spending
or a dose of deficit reduction.
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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 1.06 99.71% 0.01% 1.42 0.75 1.08

Eur. High Volatility: 13/1 1.59 97.35 0.01 2.16 1.11 1.59

Europe Crossover: 13/2 4.82 100.70 0.05 5.88 4.78 5.40

Asia ex-Japan IG: 13/1 1.18 99.17 0.01 1.72 0.87 1.21

Japan: 13/1 1.19 99.08 0.01 1.76 0.85 1.24

Note: Data as of July 26

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

In percentage points
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Behind Europe's deals: Bank revenue rankings, Global (ex US)
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 $928 4.8% 35% 28% 32% 5%

Goldman Sachs 890 4.6 40 19 34 7

Deutsche Bank 865 4.5 29 36 28 7

Morgan Stanley 781 4.1 38 16 44 2

Credit Suisse 776 4.0 28 39 29 5

UBS 761 4.0 30 30 37 3

Bank of America Merrill Lynch 684 3.6 37 27 26 10

Citi 595 3.1 33 31 27 8

Nomura 540 2.8 61 17 22 ...

Source: Dealogic

Tracking
credit
markets �
dealmakers

Dow Jones Industrial Average P/E: 15
LAST: 10537.69 s 12.26, or 0.12%

YEAR TO DATE: s 109.64, or 1.1%

OVER 52 WEEKS s 1,440.97, or 15.8%

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

Previous
close, in STOCK PERFORMANCE

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

UBS Switzerland Banks 58,183,428 17.46 11.21% 8.8% 20.7%

Societe Generale France Banks 13,676,259 44.23 10.59 -9.7 6.9

Barclays U.K. Banks 139,381,711 339.55 7.57 23.0 13.9

AXA France Full Line Insurance 20,560,741 14.25 6.74 -13.8 1.8

Credit Suisse Group Switzerland Banks 18,295,521 47.59 5.90 -7.1 -2.1

Daimler AG Germany Automobiles 9,558,962 41.34 -4.21% 11.0 37.4

BP PLC U.K. Integrated Oil & Gas 71,455,153 406.00 -2.63 -32.3 -19.3

Unilever Netherlands Food Products 6,709,919 23.17 -2.57 1.8 24.3

SAP AG Germany Software 8,656,751 36.43 -2.24 10.4 16.8

Bayer AG Germany Specialty Chemicals 4,433,632 44.65 -1.88 -20.2 11.5

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

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

UniCredit 586,070,764 2.16 5.62% -3.3% 16.5%
Italy (Banks)
ING Groep 53,038,493 7.58 5.54 9.8 18.8
Netherlands (Life Insurance)
BNP Paribas 10,513,543 53.80 5.49 -3.8 13.8
France (Banks)
Banco Bilbao Vizcaya Argentaria 53,960,907 10.57 4.76 -17.0 -1.3
Spain (Banks)
Deutsche Bank 13,414,763 52.64 4.49 6.5 14.2
Germany (Banks)
Intesa Sanpaolo 153,052,984 2.60 4.00 -17.5 5.3
Italy (Banks)
HSBC Holdings 55,018,454 666.30 2.62 -6.0 17.4
U.K. (Banks)
E.ON AG 11,492,482 22.95 2.23 -21.5 -10.8
Germany (Multiutilities)
Astrazeneca 4,936,802 3,189 2.02 9.6 12.7
U.K. (Pharmaceuticals)
Banco Santander 79,019,568 10.42 1.96 -9.8 4.4
Spain (Banks)
Allianz SE 3,015,852 89.50 1.82 2.7 27.3
Germany (Full Line Insurance)
RWE AG 2,543,035 54.51 1.57 -19.8 -5.7
Germany (Multiutilities)
Assicurazioni Generali 8,558,668 15.79 1.54 -16.1 0.3
Italy (Full Line Insurance)
Iberdrola 21,257,587 5.42 1.21 -18.7 -7.8
Spain (Conventional Electricity)
Roche Holding 3,547,214 136.20 0.96 -22.5 -18.5
Switzerland (Pharmaceuticals)
France Telecom 8,710,120 15.11 0.83 -13.3 -9.5
France (Fixed Line Telecommunications)
GDF Suez 3,649,471 25.53 0.75 -15.7 -4.5
France (Multiutilities)
ENI 11,513,804 15.84 0.70 -11.0 -8.1
Italy (Integrated Oil & Gas)
Deutsche Telekom 14,812,907 10.33 0.68 0.3 20.3
Germany (Mobile Telecommunications)
Telefonica 22,532,096 16.89 0.51 -13.5 -3.3
Spain (Fixed Line Telecommunications)

Latest,
in local STOCK PERFORMANCE

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

Total S.A. 5,199,772 38.40 0.25% -14.7% -2.4%
France (Integrated Oil & Gas)
Tesco 15,708,141 396.35 0.24 -7.4 7.2
U.K. (Food Retailers & Wholesalers)
Rio Tinto 7,277,015 3,356 0.16 -1.0 43.5
U.K. (General Mining)
Royal Dutch Shell A 4,758,449 21.79 0.16 3.3 18.7
U.K. (Integrated Oil & Gas)
Siemens 3,004,390 76.85 0.10 19.7 38.8
Germany (Diversified Industrials)
BHP Billiton 11,229,837 1,969 ... -1.3 27.9
U.K. (General Mining)
Anglo American 3,791,456 2,535 -0.18 -6.5 38.1
U.K. (General Mining)
Novartis 5,629,419 51.40 -0.19 -9.0 8.5
Switzerland (Pharmaceuticals)
BG Group 3,926,018 1,063 -0.28 -5.3 -1.8
U.K. (Integrated Oil & Gas)
Diageo 4,242,496 1,137 -0.52 4.9 26.0
U.K. (Distillers & Vintners)
L.M. Ericsson Telephone Series B 13,786,405 80.55 -0.56 22.2 16.7
Sweden (Communications Technology)
Sanofi-Aventis 5,614,670 45.16 -0.94 -18.0 -3.9
France (Pharmaceuticals)
Nokia 15,614,067 7.19 -0.96 -19.4 -21.8
Finland (Telecommunications Equipment)
British American Tobacco 2,865,634 2,260 -1.01 12.1 24.1
U.K. (Tobacco)
Vodafone Group 80,790,447 150.20 -1.25 4.5 26.7
U.K. (Mobile Telecommunications)
Nestle S.A. 7,053,716 52.80 -1.31 5.2 21.4
Switzerland (Food Products)
ABB Ltd. 9,678,995 21.04 -1.31 8.3 16.4
Switzerland (Industrial Machinery)
BASF SE 4,053,778 46.11 -1.35 6.1 36.3
Germany (Commodity Chemicals)
ArcelorMittal 13,420,457 24.72 -1.36 -23.2 -2.4
France (Iron & Steel)
GlaxoSmithKline 10,811,652 1,155 -1.45 -12.5 -1.4
U.K. (Pharmaceuticals)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 24.8 $26.14 0.18 0.69%
Alcoa AA 24.1 11.21 –0.02 –0.18
AmExpress AXP 9.1 44.59 –0.84 –1.85
BankAm BAC 170.1 14.18 0.03 0.21
Boeing BA 5.2 68.61 –0.24 –0.35
Caterpillar CAT 10.3 69.26 –0.73 –1.04
Chevron CVX 7.3 75.31 0.69 0.92
CiscoSys CSCO 47.6 23.30 –0.31 –1.31
CocaCola KO 8.5 55.04 0.10 0.18
Disney DIS 6.7 34.28 –0.12 –0.35
DuPont DD 15.2 40.39 1.40 3.59
ExxonMobil XOM 20.7 60.81 0.42 0.70
GenElec GE 67.8 16.19 0.05 0.31
HewlettPk HPQ 15.8 47.58 1.01 2.17
HomeDpt HD 14.4 28.59 –0.40 –1.38
Intel INTC 53.4 21.58 –0.13 –0.60
IBM IBM 4.3 128.64 0.23 0.18
JPMorgChas JPM 40.0 40.69 0.36 0.89
JohnsJohns JNJ 15.6 58.11 0.37 0.64
KftFoods KFT 7.0 29.88 0.16 0.54
McDonalds MCD 6.0 70.35 –0.52 –0.73
Merck MRK 12.1 35.15 –0.12 –0.34
Microsoft MSFT 58.3 26.16 0.06 0.23
Pfizer PFE 58.4 15.29 0.27 1.80
ProctGamb PG 11.7 63.07 0.55 0.88
3M MMM 4.0 86.83 –0.49 –0.56
TravelersCos TRV 5.8 50.55 0.10 0.20
UnitedTech UTX 4.3 71.05 –0.54 –0.75
Verizon VZ 21.9 28.59 0.31 1.10

WalMart WMT 11.8 50.96 –0.17 –0.33

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

ProSiebenSat 1 Media 454 –81 –94 –114

Bco Espirito Santo 360 –38 –52 –144

Glencore Intl 338 –35 –82 –100

Bco Comercial Portugues 337 –34 –42 –66

Natl Bk Greece 800 –31 –45 –90

Hellenic Rep 750 –30 –61 –255

TUI 697 –26 –66 –166

ArcelorMittal 270 –25 –66 –76

Irish Life Perm 333 –20 –37 –24

Fiat 374 –20 –57 –106

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Inv AB 79 ... –3 –1

Cognis 57 ... 4 –8

Ladbrokes 318 1 –18 –11

Dong Energy AS 83 1 –5 –7

Daily Mail Gen Tr 295 1 –7 –12

Rank Gp 178 1 –4 –8

Nationwide Bldg Soc 140 2 –3 –5

Sanofi Aventis 76 2 2 10

Wolters Kluwer NV 66 4 8 6

Smurfit Kappa Fdg 292 7 1 20

Source: Markit Group

BLUE CHIPS � BONDS

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

Also, receive emails that summarize the day’s trading in Eu-
rope and Asia. To sign up, go to WSJ.com/Email.
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President’s trip
to test relations
with Wall Street

WASHINGTON—President Barack
Obama heads to New York City
Wednesday for a pair of high-dollar
fund-raisers—a tough task given the
many Wall Street executives who
have been disappointed by his rheto-
ric and policies.

Mr. Obama raised $15 million in
donations from Wall Street do-
nors—a record for a presidential
campaign—but his relationship with
many of those donors began to fray
not long after he took office, and do-
nations have fallen.

Wall Street executives “feel like a
spurned lover,” says Paul Equale, a
onetime financial-services lobbyist
who now advises Wall Street firms
on dealing with Washington. He pre-
dicted that Wall Street will resume
donating to Democrats by the 2012
election.

Two events benefiting the Dem-
ocratic National Committee are
planned for Wednesday evening,
each with a ticket price of $30,400,
the most a person can give to a po-
litical party in a two-year election
cycle. One will be at the home of
Anna Wintour, editor-in-chief of

Vogue magazine, and the other is at
the Four Seasons hotel. About 50
people are expected at each.

Each event will provide the op-
portunity for guests to talk directly
with the president, who doesn’t plan
any formal remarks, said one Demo-
crat involved in the planning.

The events are both sold out,
planners said, but antipathy toward
the Democrats will limit the number
of events the party is able to put on
in New York, said one longtime
Democratic fund-raiser. This person
said he tried to recruit Wall Street
figures to attend one of this week’s
events but found that many were
uninterested or wanted to go so they
could complain to the president
about policies they dislike.

The financial-overhaul law that
Mr. Obama signed last week is the
biggest strain on the relationship.
The legislation tightened rules on
some financial products such as de-
rivatives and created a new regula-
tor to protect consumers.

Wall Street executives say they
accepted many elements of the leg-
islation as necessary, given the role
that the financial and housing mar-
kets played in the downturn in the
U.S. economy. However, some have

been offended by rhetoric by Mr.
Obama describing Wall Street execu-
tives as “fat cats.”

For its part, the White House ap-
pears to be sensitive about its con-
nections to Wall Street. Democrats
had considered holding the Four
Seasons event at the home of Marc
Lasry, a founder of the hedge fund
Avenue Capital Group. According to
one person familiar with the plan-
ning, the White House pulled out
amid concerns that it would look
bad so soon after the president
signed the financial-regulation law.

A Democratic National Commit-
tee official disputed that account,
saying that the event was never con-
firmed for Mr. Lasry’s house and

that the committee decided to use
the Four Seasons to accommodate
several people who wanted to serve
as official hosts. The official de-
clined to name the people.

Employees of Goldman Sachs
Group Inc. donated a total of $1.1
million to the DNC in 2008, making
Goldman the biggest source of cam-
paign cash to the Democratic Party.
Overall, five of the top 10 sources of
donations to the DNC that year were
Wall Street firms, according to an
analysis of campaign donations by
the nonpartisan Center for Respon-
sive Politics.

This election season, only one fi-
nancial firm ranks among the top 10.
Employees of Goldman have donated

about $100,000 to the DNC so far in
the 2010 congressional elections,
putting them on a par with employ-
ees of the state of New Hampshire
and behind employees of Burlington,
VT.-based Burton Snowboards, ac-
cording to data from the Center for
Responsive Politics.

Meanwhile, legislation that
would force greater disclosure of the
political donations funding corpo-
rate and union campaign advertise-
ments failed a key vote in the Senate
on Tuesday. It is meant to blunt the
impact of a Supreme Court ruling in
January that struck down major
portions of campaign finance laws
designed to limit the influence of
special interests in campaigns.

BY LAURA MECKLER
AND BRODY MULLINS

Prospects for housing market worrisome
Sales of new homes are near 47-

year lows, and the supply of new
and existing homes is expected to
grow in the months ahead as con-
struction ramps up and a wave of
foreclosed homes hits the market.

In June, new-home sales were
running at a seasonally adjusted an-
nual rate of 330,000 units, the Com-
merce Department said Monday.
While that was up 24% from the all-
time low of 267,000 in May, the June
figures were the second-lowest on
record.

“What we’re really seeing here is
that new-home sales are at what I’d
call rock bottom,” said Steve Blitz,
an economist at Majestic Research
in New York. “The last time we were
running these kinds of numbers was
the 1982-1983 recession, when we
had 100 million less people.”

LPS Applied Analytics, a firm
that tracks mortgage data, said
Monday that there were 4.56 million
loans in default or in some stage of
foreclosure in June, down slightly
from May. But the number of new
foreclosures initiated on properties
backed by Fannie Mae and Freddie
Mac increased sharply, rising 21%.

The rise in foreclosures on Fan-
nie and Freddie properties reflects
the failure of many troubled borrow-
ers to receive permanent loan modi-
fication plans, analysts said. Having
exhausted all options to rescue their
homes, many troubled borrowers
may now be giving up.

“Looking at the numbers you’re
seeing about this pickup in foreclo-
sure starts, it’s hard to see how it’s
not going to translate into elevated
levels of [properties taken over by
banks] down the road,” said Herb

Blecher, an analyst at LPS.
Home builders, which began buy-

ing up land lots late last year in an-
ticipation of an economic and hous-
ing rebound, are stuck with
thousands of acres that are prone to
lose value as the market struggles.
Many will build homes on the land,
rather than write off its value and
wait for the market to improve.

“Builders are willing to pay a pre-
mium to not have that risk on their
hands. They’re still facing a tremen-
dous amount of stress,” said Brad
Hunter, chief economist at Met-
rostudy, a housing-market research
firm based in Houston. “They’re dis-
counting the homes, they’re making
very small profit margins, but they’re
building homes. They’re very inter-

ested in securing market share.”
Prices for new and existing homes

rose in May but were expected to lose
momentum with the expiration of
federal tax credits. The S&P Case-
Shiller 10-city and 20-city indexes in-
creased 1.2% and 1.3%, respectively,
on a non-seasonally adjusted basis.
But home prices typically go up in
spring, and the now-expired federal
home-buyers tax credit led to brisker
sales over the period.

Separately, the Conference
Board’s Consumer Confidence Index
fell to 50.4 in July, the second consec-
utive decline and the lowest reading
since February.

Several former bubble markets
are seeing the biggest increase in
home construction. According to

Metrostudy, new-home starts in the
second quarter show signs of rising
68% in South Florida, 84% in Naples/
Ft. Myers, Fla., 65% in Las Vegas and
60% in Denver from a year earlier.

Other indicators also point to
builders preparing to increase home
construction, despite lagging sales.
The number of finished vacant lots,
or parcels of land that have been de-
veloped and readied for building,
stands at about 1.2 million nation-
wide, according to Metrostudy, or
just 5% below the peak in late 2008.

Most metro areas are flush with
vacant homes as well: Metrostudy
found that of the 48 metro areas the
firm covers, only four—northern
Virginia, San Antonio, Houston and
Baltimore—have what is considered

a “balanced” inventory of unsold
homes, or about three months’ sup-
ply or less.

Coastal Southern California,
which includes many of the cities
near Los Angeles, has an ample sup-
ply of builder-ready land—about two
years’ worth—owned by banks, de-
velopers, investors, the government
and the builders themselves, which
are starting construction in earnest.

Irvine Co., a large land developer
in the coastal region, said it presold
570 homes in the northern portion
of its Irvine Ranch project in the
first six months of the year, and the
$300 million construction will begin
soon. The company also has plans to
start 700 to 800 additional homes in
the coming months.

“We’re doubling down,” said Dan
Young, who heads Irvine Co.’s com-
munity-development and home-build-
ing division. “While the national
home builder is probably still right to
say things are still weak, and the
mass market is not back, we are see-
ing improvements in local markets.”

But as inventories grow, it could
put further pressure on home prices.
The median price of a new single-
family home has been falling
steadily since its 2007 peak of
$247,000. Monday’s numbers put the
median price in June at $213,400.

Credit Suisse analyst Dan Oppen-
heim wrote in a note Monday that
sales were probably worse than the
Commerce Department’s initial re-
port and predicted further declines
in home prices, based on continued
weak demand: “The low level of ac-
tivity [even with the reported in-
crease] is well below desired ab-
sorption levels of builders.”

—Conor Dougherty and Nathan
Becker contributed to this article.

BY ROBBIE WHELAN

Many home builders will go ahead with construction rather than write off the land’s value and wait for a better market.
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Vogue editor in chief Anna Wintour will host one of two fundraisers in New York to be attended by President Obama

28 THE WALL STREET JOURNAL. Wednesday, July 28, 2010

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 07/26 EUR 7.23 -7.7 5.0 -9.1
Andfs. Franca EU EQ AND 07/26 EUR 8.90 -8.6 5.0 -9.8
Andfs. Japo JP EQ AND 07/26 JPY 466.78 -8.7 -4.2 -15.8
Andfs. Plus Dollars US BA AND 07/26 USD 9.37 -0.8 6.9 -3.4
Andfs. RF Dolars US BD AND 07/26 USD 11.75 2.7 8.5 2.0
Andfs. RF Euros EU BD AND 07/26 EUR 10.96 1.2 7.1 2.3
Andorfons EU BD AND 07/26 EUR 14.58 0.6 7.5 1.7
Andorfons Alternative Premium GL EQ AND 05/31 EUR 101.35 2.4 7.4 -6.1
Andorfons Mix 30 EU BA AND 07/26 EUR 9.50 -0.6 8.9 -4.6
Andorfons Mix 60 EU BA AND 07/26 EUR 8.99 -3.0 8.1 -10.2

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 07/16 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 07/27 EUR 8.88 0.3 1.7 -3.4
DJE-Absolut P GL EQ LUX 07/27 EUR 207.14 1.2 13.0 -2.6
DJE-Alpha Glbl P EU BA LUX 07/27 EUR 173.44 -2.7 8.0 -2.9
DJE-Div& Substanz P EU EQ LUX 07/27 EUR 221.54 3.0 16.8 2.0
DJE-Gold&Resourc P OT EQ LUX 07/27 EUR 188.35 10.6 29.4 5.1
DJE-Renten Glbl P EU BD LUX 07/27 EUR 135.71 3.9 7.7 6.2
LuxPro-Dragon I AS EQ LUX 07/20 EUR 144.57 -8.5 5.0 7.6
LuxPro-Dragon P AS EQ LUX 07/20 EUR 140.29 -8.8 4.4 7.0
LuxTopic-Aktien Europa EU EQ LUX 07/27 EUR 17.19 -2.9 13.1 2.2
LuxTopic-Pacific AS EQ LUX 07/27 EUR 18.79 14.7 36.6 4.0

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 07/26 JPY 10202.28 2.8 NS NS
Prosperity Return Fund B EU BD LUX 07/26 JPY 9162.88 -7.3 NS NS
Prosperity Return Fund C EU BD LUX 07/26 USD 94.04 -2.5 NS NS
Prosperity Return Fund D EU BD LUX 07/26 EUR 109.68 12.3 NS NS
Renaissance Hgh Grade Bd A JP BD LUX 07/26 JPY 10245.01 3.5 NS NS
Renaissance Hgh Grade Bd B EU BD LUX 07/26 JPY 9127.20 -7.4 NS NS
Renaissance Hgh Grade Bd C EU BD LUX 07/26 USD 93.05 -2.6 NS NS
Renaissance Hgh Grade Bd D EU BD LUX 07/26 EUR 105.30 8.2 NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 07/26 EUR 20.83 -14.4 -12.0 -35.2
MP-TURKEY.SI OT OT SVN 07/26 EUR 42.35 22.0 52.7 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 07/26 EUR 14.68 9.8 24.4 3.0

Parex Eastern Europ Bd EU BD LVA 07/26 USD 16.50 12.7 29.8 7.9
Parex Russian Eq EE EQ LVA 07/26 USD 21.29 9.1 41.7 -9.8

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 07/26 EUR 130.05 7.2 30.2 NS
Pictet-Asian Eq ExJpn-I USD AS EQ LUX 07/27 USD 170.68 -2.7 12.1 -3.9
Pictet-Asian Eq ExJpn-P USD AS EQ LUX 07/27 USD 161.66 -3.1 11.2 -4.7
Pictet-Biotech-P USD OT EQ LUX 07/26 USD 260.54 -7.9 -9.2 -16.2
Pictet-CHF Liquidity-P CH MM LUX 07/26 CHF 124.12 -0.1 0.0 0.2
Pictet-CHF Liquidity-P dy CH MM LUX 07/26 CHF 93.33 -0.1 -0.1 0.2
Pictet-Conv. Bonds-P EUR EU BD LUX 07/26 EUR 100.15 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 07/26 USD 122.12 4.5 19.8 6.2
Pictet-Eastern Europe-P EUR EU EQ LUX 07/26 EUR 362.91 15.4 54.7 0.4
Pictet-Emerging Markets-P USD GL EQ LUX 07/27 USD 520.89 -2.3 18.5 -6.1
Pictet-Eu Equities Sel-P EUR EU EQ LUX 07/26 EUR 421.31 3.3 19.7 -3.3
Pictet-EUR Bonds-P EU BD LUX 07/26 EUR 399.28 3.9 6.5 6.1
Pictet-EUR Bonds-Pdy EU BD LUX 07/26 EUR 292.80 3.9 6.5 6.1
Pictet-EUR Corporate Bonds-P EU BD LUX 07/26 EUR 152.76 3.3 9.0 9.0
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 07/26 EUR 103.55 3.3 8.9 9.0
Pictet-EUR High Yield-P EU BD LUX 07/26 EUR 157.89 8.0 28.1 10.0
Pictet-EUR High Yield-Pdy EU BD LUX 07/26 EUR 86.54 8.0 28.1 10.0
Pictet-EUR Liquidity-P EU MM LUX 07/26 EUR 136.10 0.1 0.3 1.2
Pictet-EUR Liquidity-Pdy EU MM LUX 07/26 EUR 96.76 0.1 0.3 1.2
Pictet-EUR Sovereign Liq-P EU MM LUX 07/26 EUR 102.41 0.0 0.0 1.0
Pictet-EUR Sovereign Liq-Pdy EU MM LUX 07/26 EUR 99.92 0.0 0.0 1.0
Pictet-Europe Index-P EUR EU EQ LUX 07/26 EUR 104.48 3.4 19.7 -1.7
Pictet-European Sust Eq-P EUR EU EQ LUX 07/26 EUR 138.56 4.1 20.7 -1.0
Pictet-Glo Emerging Debt-P USD GL BD LUX 07/26 USD 259.60 6.7 16.9 14.1
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 07/26 USD 168.59 6.7 16.8 14.1
Pictet-Greater China-P USD AS EQ LUX 07/27 USD 332.51 -5.3 4.5 -0.2
Pictet-Indian Equities-P USD EA EQ LUX 07/27 USD 377.98 4.8 23.6 7.4
Pictet-Japan Index-P JPY JP EQ LUX 07/27 JPY 8264.17 -7.0 -7.2 -18.7
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 07/27 JPY 4154.26 -5.9 -5.0 -17.1
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 07/27 JPY 7170.35 -7.4 -7.6 -21.6
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 07/27 JPY 6929.47 -7.8 -8.2 -22.1
Pictet-MENA-P USD OT OT LUX 07/26 USD 46.49 3.7 0.4 NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 07/27 USD 264.60 -3.1 19.7 -1.3
Pictet-Piclife-P CHF CH BA LUX 07/26 CHF 788.54 -0.3 6.2 0.8
Pictet-Premium Brands-P EUR OT EQ LUX 07/26 EUR 77.69 18.9 45.6 14.9
Pictet-Russian Equities-P USD EE EQ LUX 07/26 USD 67.00 4.0 50.7 -8.6
Pictet-Security-P USD GL EQ LUX 07/26 USD 107.09 7.6 22.6 7.0
Pictet-Small Cap Europe-P EUR EU EQ LUX 07/26 EUR 496.57 9.7 28.3 -0.6
Pictet-Timber-P USD GL EQ LUX 07/26 USD 108.83 2.2 27.8 NS
Pictet-USA Index-P USD US EQ LUX 07/26 USD 91.12 0.5 15.0 -4.6
Pictet-USD Government Bonds-P US BD LUX 07/26 USD 537.02 5.8 6.8 6.2
Pictet-USD Government Bonds-Pdy US BD LUX 07/26 USD 383.98 5.8 6.8 6.2
Pictet-USD Liquidity-P US MM LUX 07/26 USD 131.08 0.0 0.1 0.7
Pictet-USD Liquidity-Pdy US MM LUX 07/26 USD 84.88 0.0 0.2 0.7
Pictet-USD Sovereign Liq-P US MM LUX 07/26 USD 101.59 0.0 0.0 0.7
Pictet-USD Sovereign Liq-Pdy US MM LUX 07/26 USD 100.08 0.0 0.0 0.7
Pictet-Water-P EUR GL EQ LUX 07/26 EUR 136.00 9.7 22.0 2.3
Pictet-World Gvt Bonds-P USD EU BD LUX 07/27 USD 168.40 2.0 4.8 5.0
Pictet-World Gvt Bonds-Pdy USD EU BD LUX 07/27 USD 136.56 2.0 4.8 5.0

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 07/26 USD 14.29 6.2 26.2 8.0
Japan Fund USD JP EQ IRL 07/27 USD 16.15 1.6 1.8 2.0
Polar Healthcare Class I USD OT EQ IRL 07/26 USD 11.98 -7.3 5.6 NS
Polar Healthcare Class R USD OT EQ IRL 07/26 USD 11.93 -7.6 5.2 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 07/26 EUR 676.84 -4.3 11.9 -7.3
CORE EUROZONE EQ B EU EQ IRL 07/26 EUR 812.69 -2.3 12.9 -5.2
EURO FIXED INCOME A EU BD IRL 07/26 EUR 1318.32 5.9 13.0 5.0
EURO FIXED INCOME B EU BD IRL 07/26 EUR 1412.47 6.3 13.7 5.6
EUROPEAN SMALL CAP A EU EQ IRL 07/26 EUR 1306.43 8.8 29.3 -1.8
EUROPEAN SMALL CAP B EU EQ IRL 07/26 EUR 1404.18 9.2 30.1 -1.2
EUROZONE AGG A EUR EU EQ IRL 07/26 EUR 676.31 3.1 21.0 -3.5
EUROZONE AGG B EUR EU EQ IRL 07/26 EUR 975.23 3.5 21.7 -3.0
GLB REAL EST SEC A OT EQ IRL 07/26 USD 929.75 3.7 27.6 -9.1
GLB REAL EST SEC B OT EQ IRL 07/26 USD 961.81 4.0 28.4 -8.5
GLB REAL EST SEC EH A OT EQ IRL 07/26 EUR 831.97 3.4 24.9 -9.6
GLB REAL EST SEC SH B OT EQ IRL 07/26 GBP 78.62 3.8 26.1 -9.6
GLB STRAT YIELD A EU BD IRL 07/26 EUR 1722.13 7.2 24.3 8.9
GLB STRAT YIELD B EU BD IRL 07/26 EUR 1849.03 7.5 25.0 9.6
GLOBAL BOND A EU BD IRL 07/26 EUR 1277.16 15.6 22.7 16.4
GLOBAL BOND B EU BD IRL 07/26 EUR 1364.82 16.0 23.5 17.2
GLOBAL BOND EH A GL BD IRL 07/26 EUR 1475.73 7.3 13.9 8.5
GLOBAL BOND EH B GL BD IRL 07/26 EUR 1571.71 7.7 14.6 9.2
JAPAN EQUITY A JP EQ IRL 07/26 JPY 10752.75 -7.6 -8.8 -18.3
JAPAN EQUITY B JP EQ IRL 07/26 JPY 11499.91 -7.3 -8.3 -17.8
PAC BASIN (X JPN) A AS EQ IRL 07/26 USD 2248.88 -1.6 18.9 2.2
PAC BASIN (X JPN) B AS EQ IRL 07/26 USD 2408.24 -1.3 19.6 2.8
PAN EUROPEAN EQUITY A EU EQ IRL 07/26 EUR 996.77 3.6 21.3 -2.8
PAN EUROPEAN EQUITY B EU EQ IRL 07/26 EUR 1066.05 3.9 22.0 -2.2
US EQUITY A US EQ IRL 07/26 USD 865.74 -0.8 13.4 -6.2
US EQUITY B US EQ IRL 07/26 USD 930.06 -0.5 14.1 -5.7
US SMALL CAP EQUITY A US EQ IRL 07/26 USD 1366.57 6.0 21.5 -4.4
US SMALL CAP EQUITY B US EQ IRL 07/26 USD 1469.03 6.4 22.2 -3.8

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A EU BD LUX 07/26 EUR 31.65 6.7 9.6 1.5
Bonds Eur Corp A EU BD LUX 07/26 EUR 23.49 1.7 5.4 5.3
Bonds Eur Hi Yld A EU BD LUX 07/23 EUR 21.75 5.7 20.4 7.1
Bonds EURO A EU BD LUX 07/26 EUR 42.15 2.7 4.9 7.4
Bonds Europe A EU BD LUX 07/26 EUR 40.42 3.4 5.2 7.1
Bonds US MtgBkSec A US BD LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A GL BD LUX 07/23 USD 42.49 1.2 4.1 4.8
Eq. AsiaPac Dual Strategies A AS EQ LUX 07/26 USD 9.84 -5.6 13.4 -3.5
Eq. China A AS EQ LUX 07/26 USD 21.88 -9.3 -0.5 -0.8
Eq. Concentrated Euroland A EU EQ LUX 07/26 EUR 85.41 -8.1 2.2 -11.6
Eq. ConcentratedEuropeA EU EQ LUX 07/26 EUR 27.64 2.3 17.4 -5.6
Eq. Emerging Europe A EU EQ LUX 07/23 EUR 26.68 13.3 48.7 -11.8
Eq. Equities Global Energy OT EQ LUX 07/26 USD 15.91 -12.3 -1.4 -19.0
Eq. Euroland A EU EQ LUX 07/26 EUR 10.26 -5.2 8.7 -11.0
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 07/26 EUR 148.22 5.0 24.3 -1.7
Eq. EurolandCyclclsA OT EQ LUX 07/26 EUR 18.33 3.0 16.9 -4.9
Eq. EurolandFinancialA OT EQ LUX 07/26 EUR 10.29 -9.0 2.6 -13.8
Eq. Glbl Emg Cty A GL EQ LUX 07/26 USD 8.80 -9.1 4.0 -10.5
Eq. Global A GL EQ LUX 07/26 USD 26.94 -3.3 11.7 -6.3
Eq. Global Resources A GL EQ LUX 07/26 USD 106.97 -2.0 15.7 -8.8

Eq. Gold Mines A OT EQ LUX 07/26 USD 31.80 5.0 23.6 6.9
Eq. India A EA EQ LUX 07/26 USD 133.97 2.5 20.6 6.7
Eq. Japan CoreAlpha A JP EQ LUX 07/26 JPY 7066.11 -2.6 -7.1 -11.1
Eq. Japan Sm Cap A JP EQ LUX 07/26 JPY 1015.04 -5.1 -7.0 -11.4
Eq. Japan Target A JP EQ LUX 07/27 JPY 1606.98 -1.9 -9.8 -8.7
Eq. Latin America A GL EQ LUX 07/26 USD 113.20 -2.6 28.4 -6.6
Eq. US ConcenCore A US EQ LUX 07/26 USD 21.96 -2.8 11.3 -2.9
Eq. US Focused A US EQ LUX 07/26 USD 15.55 -2.0 7.8 -16.1
Eq. US Lg Cap Gr A US EQ LUX 07/26 USD 14.65 -4.0 8.6 -11.8
Eq. US Mid Cap A US EQ LUX 07/26 USD 32.52 8.8 27.4 -0.8
Eq. US Multi Strg A US EQ LUX 07/26 USD 21.17 -0.5 12.4 -9.3
Eq. US Rel Val A US EQ LUX 07/26 USD 20.43 -0.8 12.6 -8.1
Eq. US Sm Cap Val A US EQ LUX 07/26 USD 16.53 3.6 15.4 -12.9
Money Market EURO A EU MM LUX 07/23 EUR 27.45 0.2 0.4 1.5
Money Market USD A US MM LUX 07/23 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 07/22 USD 838.47 -12.8 -11.3 -30.6
MENA Special Sits Fund OT OT BMU 06/30 USD 1088.52 0.9 5.9 NS
UAE Blue Chip Fund OT OT ARE 07/22 AED 4.67 -12.5 -10.9 -37.5

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

n YMR-N Series
YMR-N Growth Fund JP EQ IRL 07/27 JPY 8516.00 -10.0 -6.0 -19.3
YMR-N Small Cap Fund JP EQ IRL 07/27 JPY 6321.00 -9.9 -10.0 -17.1

n Yuki 77 Series
Yuki 77 General JP EQ IRL 07/27 JPY 5296.00 -13.9 -15.4 -24.8

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 07/27 JPY 6061.00 -11.2 -8.7 -20.6
Yuki Chugoku JpnLowP JP EQ IRL 07/27 JPY 7416.00 -1.7 -10.9 -18.6

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 07/27 JPY 4047.00 -13.4 -13.0 -26.1
Yuki Hokuyo Jpn Inc JP EQ IRL 07/27 JPY 4806.00 -8.4 -10.6 -20.5
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 07/27 JPY 4586.00 -10.2 -11.3 -16.8

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III JP EQ IRL 07/27 JPY 3827.00 -13.4 -13.5 -27.8
Yuki Mizuho Jpn Dyn Gro JP EQ IRL 07/27 JPY 4122.00 -11.6 -12.6 -27.5
Yuki Mizuho Jpn Exc 100 JP EQ IRL 07/27 JPY 5993.00 -14.0 -11.0 -23.0
Yuki Mizuho Jpn Gen JP EQ IRL 07/27 JPY 7790.00 -9.6 -8.8 -20.4
Yuki Mizuho Jpn Gro JP EQ IRL 07/27 JPY 5720.00 -10.0 -12.5 -21.4
Yuki Mizuho Jpn Inc JP EQ IRL 07/27 JPY 7114.00 -6.8 -8.9 -22.0
Yuki Mizuho Jpn Lg Cap JP EQ IRL 07/27 JPY 4577.00 -11.8 -11.4 -22.5
Yuki Mizuho Jpn LowP JP EQ IRL 07/27 JPY 10769.00 -6.9 -10.7 -16.2
Yuki Mizuho Jpn PGth JP EQ IRL 07/27 JPY 6827.00 -14.2 -16.2 -25.3
Yuki Mizuho Jpn SmCp JP EQ IRL 07/27 JPY 6556.00 -8.1 -7.6 -15.5
Yuki Mizuho Jpn Val Sel AS EQ IRL 07/27 JPY 5168.00 -8.5 -10.9 -19.4
Yuki Mizuho Jpn YoungCo AS EQ IRL 07/27 JPY 2457.00 -9.9 -13.6 -21.8

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 07/27 JPY 4910.00 -9.4 -8.9 -21.3
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CIC trims
its position
in a lender

BEIJING—China’s sovereign-
wealth fund sold $138.5 million of
Morgan Stanley shares last week,
according to a U.S. Securities and
Exchange Commission filing.

The reason for the sale wasn’t
immediately clear, but China In-
vestment Corp. may have sold the
shares, which represent a small
fraction of its holdings in Morgan
Stanley, to avoid closer regulatory
scrutiny after its stake in the invest-
ment bank rose to more than 10%
last month. Owning a stake of more
than 10% in a U.S.-listed company
would trigger additional disclosure
requirements.

CIC said in the filing, dated Fri-
day, that it sold 4.53 million Morgan
Stanley common shares at $27.17
each on Wednesday and 575,000
common shares at $27.13 each on
Thursday. CIC, which began accumu-
lating Morgan Stanley shares in late
2007 with a $5.6 billion investment,
said it had 171.1 million Morgan
Stanley common shares after the
two transactions.

A spokeswoman for CIC said she
was unaware of the reason for the
sales. A Beijing-based Morgan Stan-
ley spokeswoman declined to com-
ment. The wealth fund’s equity own-
ership in Morgan Stanley reached
11.64% as of June 18, based on a CIC
filing to the SEC that day.

—Victoria Ruan and Stefanie Qi

Haunted by crisis-era muni funds
Wall Street firms are being forced to pay back investors who lost in meltdown two years ago

Two years after the credit-mar-
ket meltdown hit a once-booming
sector of the municipal-bond mar-
ket, Wall Street brokerage firms are
being ordered to pay millions to in-
vestors who lost big on what some
thought were low-risk investments.

This month, an investor arbitra-
tion panel awarded a California fam-
ily $2.1 million, the full amount of
its losses on a $3 million investment
in a fund sponsored by First Repub-
lic Securities Co., formerly owned
by Merrill Lynch & Co.

In May and June, three groups of
investors in funds sold by Citigroup
Inc. won a total of $2.1 million in
separate arbitration proceedings. A
spokesman for Citigroup, the largest
sponsor of such funds, notes that
three other investor claims were de-
nied, which “supports our view the
investments were appropriately
sold.”

The awards are another indica-
tion of the protracted and costly
cleanup under way on Wall Street in
the aftermath of the financial crisis.
These messes involve highly lever-
aged investments, which amplified
losses when financial markets
turned rocky.

Some of the cases raise a famil-
iar question in many of the continu-
ing investigations of Wall Street be-
fore and during the financial crisis:
Were disclosures to investors by se-
curities firms adequate?

The funds at issue were con-
structed by issuing tax-exempt
short-term debt to buy longer-term
municipal bonds that offered higher
tax-exempt yields. The funds offered
investors yields higher than munici-
pal bonds by a few percentage
points, according to lawyers for the
investors. Then they attempted to
use derivatives such as interest-rate
swaps to hedge against adverse
moves in both short- and long-term
interest rates.

The Securities and Exchange
Commission is examining the issue
of whether fund sponsors including
Citigroup understated the funds’
risk, according to people familiar
with the situation. Federal prosecu-
tors in the Eastern District of New
York also are looking at the funds’
disclosures, according to people fa-
miliar with that probe. Spokesmen

for the SEC and federal prosecutors
declined to comment.

A spokesman for First Republic,
which was sold by new Merrill
owner Bank of America Corp. in a
management-led buyout, said: “We
strongly disagree with this finding,
which is inconsistent with other le-
gal decisions on this matter. We be-
lieve proper disclosure was made
about the risks and rewards.” First
Republic also noted that investors
were experienced enough to under-
stand the risks involved.

Still, when First Republic law-
yers raised that argument in the ar-
bitration, the hearing panel criti-
cized the “glibness” of the funds’
managers and defense witnesses for
their awareness of the funds’ “up-
sides,” such as higher yield and
higher fees, without “any realistic
advance recognition [of] any spe-

cific risks or patterns of risk.”
In marketing materials prepared

for brokers and investors in 2006,
Citigroup indicated its funds could
invest $8 for every $1 put into the
fund by its investors by borrowing
the additional $7. The funds could
borrow at a short-term rate of 3.3%,
with the proceeds invested at the
rate of 4.2% paid by long-term
bonds. The strategy could boost in-
vestor returns to 8.6%, the market-
ing materials indicated.

Citigroup compared the funds’
risk to other bond “alternatives”
such as high-yield or emerging-mar-
ket bonds. But another page labeled
“risk vs. reward” indicated that the
strategy was three times as risky as
a bond-market index and even risk-
ier than a stock-market index.

Funds using such borrowing tac-
tics controlled roughly $250 billion
in municipal bonds by early 2008,
according to Matt Fabian, an analyst
at Municipal Market Advisors. At
their peak, such funds owned
roughly 10% of the $2.6 trillion in
muni bonds outstanding, and rou-
tinely snapped up as much as one-
third of all new issues, Mr. Fabian
estimates. “They were able to buy
bonds at more aggressive levels
than anyone else,” he says.

The First Republic fund raised
$34 million and acquired about
$200 million of bonds, said Cary
Lapidus, a San Francisco lawyer
whose clients won the $2.1 million
award.

BY RANDALL SMITH

Sources: Citigroup; Securities Litigation and Consulting Group; WSJ reporting
Note: Value is as of Feb. 2008. Citigroup injected more than $650 million to stabilize the funds in March 2008

Torpedoed
The value of four Citigroup municipal-bond funds dropped
as the bond market suffered in 2008

FUND NAME STARTED SIZE (millions) CHANGE IN VALUE

Asta/Mat 5 2007 $796 –97%

Asta/Mat 3 2004 561 –80%

Asta/Mat 2 2003 393 –70%

Asta/Mat 2002 174 –71%
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Rebels capture Yemeni troops

Tighter ties
Examples of increased U.S.-
Pakistani military cooperation:

� The U.S. has trained Pakistani
officers in counterterrorism,
intelligence and other areas.

� Pakistani air force personnel are
taking part in joint exercises at
Nellis Air Force Base, Nev., that
ends Friday.

� Coalition forces in Afghanistan
have begun sharing surveillance
imagery from a new blimp installed
in May to monitor the border
between Afghanistan and Pakistan.
Source: U.S. Embassy, Islamabad

The U.S. military field reports re-
leased by WikiLeaks paint a picture
of Pakistan from 2004 to 2009
where the country’s chief spy agency
undermines and even inflames the
U.S.-led war in Afghanistan.

But U.S. officials contend that in
the past several months, Pakistan’s
stance has become much more nu-
anced than portrayed in the
WikiLeaks reports, released Sunday
by the document-publishing website.
U.S. officials argue that the two na-
tions have made strides in deepen-
ing military and civilian ties, chiefly
in response to a Pakistani military
offensive begun almost two years
ago against Taliban militants operat-
ing on Pakistani soil. In return, the
U.S. has pledged billions of dollars in
new military and civilian aid.

The WikiLeaks documents, cover-
ing six years through December
2009, purportedly show in detail the
involvement of the Inter-Services In-
telligence military spy agency in nu-
merous attacks on coalition forces in
Afghanistan. The reports couldn’t be
independently verified and U.S. offi-
cials have questioned their reliabil-
ity. Pakistan has denied its spies
have aided the Afghan insurgency or
terrorism against India.

Many experts, including some
U.S. officials and analysts in India,
continue to suspect Pakistan’s mili-
tary and intelligence of fostering
military ties with the U.S. in return
for aid while fomenting the Afghan
insurgency and regional terrorism.

U.S. officials are concerned that
Pakistan’s military continues to offer
shelter to Afghan Taliban leaders
and their allies because it believes
they offer no threat to Pakistan and
could play a significant role in Af-
ghanistan after U.S. troops pull out.
And India recently presented Paki-
stan with what it said was evidence
that the ISI was directly involved in
the terrorist attacks in Mumbai in
November 2008, which killed more
than 160 people.

But U.S. officials say they have
seen a shift in Pakistan’s attitudes
toward the Taliban in the past 18
months.

“We have made progress in mov-
ing this relationship forward,” White
House spokesman Robert Gibbs said
Monday. “What the Pakistanis have
found is that the extremists that
once enjoyed complete safe haven in
parts of their country now threaten
their country.”

Pakistan’s military in the 1990s
funded and trained the Afghan Tali-
ban, who were largely culled from
the ranks of militants who had
fought the Soviets in Afghanistan in
the 1980s.

Since last year, the Pakistan Tali-
ban, who are allied with the Afghan
Taliban, began to threaten the Paki-

stan state, breaking out of their
strongholds in the lawless tribal areas
on the borders with Afghanistan to
overrun the Swat Valley in the north
and threaten other settled areas.

The Pakistani military responded
with a military offensive that has
pushed the militants back to a few
areas of the tribal regions. The mili-
tary cites more than 2,000 casual-
ties so far as a mark of its serious-
ness in going after militants. The
U.S. has supported this campaign
with drone missile strikes, which
have killed scores of top Taliban
leaders.

In response, the Obama adminis-
tration has also upgraded military
and civilian government ties.

The U.S. Congress agreed in Oc-
tober to a $7.5 billion civilian aid
package for Pakistan over the next
five years. In March, ministers from
both governments attended a high-
level meeting in Washington aimed
at building closer ties.

U.S. Gen. Stanley McChrystal,
who commanded North Atlantic
Treaty Organization forces in Af-
ghanistan until last month, visited
his Pakistani counterpart, Gen. Ash-
faq Parvez Kayani, every three
weeks and touted their good rela-
tions as being a meaningful break-
through in the U.S.-Pakistan rela-
tionship.

“In the last year, we significantly
ramped up consultations,” said Rick
Snelsire, a spokesman for the U.S.
Embassy in Islamabad.

Washington is pushing for deeper
cooperation on counterterrorism. It
has increased the U.S. military pres-
ence in Pakistan to about 230 per-
sonnel, including 120 Special Opera-
tions Forces involved in training and
advisory roles. Pakistan doesn’t al-
low U.S. combat forces. The U.S. has
trained more than 370 Pakistan mili-
tary officers in counterterrorism, in-
telligence and other areas in the
past few years.

The Central Intelligence Agency
and ISI agreed this year to set up
more U.S. listening posts in Karachi

along with dispatching more officers
from the CIA to the port city, a trade
hub of 18 million people that mili-
tant and criminal groups also fre-
quent. That dragnet is what led to
the February arrest of the Taliban’s
second in command, Mullah Abdul
Ghani Baradar.

“There’s a team of crack ISI and
CIA people there now,” a U.S. official
said, adding that the operation is
likely walled off from the wing of
the ISI that U.S. officials hold with
more suspicion because it maintains
ties to Islamist militant groups.

The U.S. and Pakistan have also
established centers to share military
intelligence in cities like Quetta and
Peshawar, U.S. officials said. “The
partnership is guided in many ways
by shared interests, especially when
it comes to the problem of terror-
ism,” another U.S. official said.
“There’s regular, robust, and candid
dialogue between CIA and ISI offi-
cials, including when differences
arise.”

Still CIA officers are aware of
Pakistan’s historical relationships
with militants, the official said. “Ev-
eryone’s eyes are wide open.”

In a sign of increased military co-
operation, a military official at the
U.S. Embassy points to an incident
in February when Pakistan’s Frontier
Corps forced militants operating in
the Bajaur tribal region to flee
across the border to Afghanistan.
Pakistan then informed coalition
forces, which dropped precision-
guided rockets on the group, killing
more than a dozen militants.

To be sure, the U.S. remains
deeply suspicious about Pakistan’s
motives. For one, it has repeatedly
urged Pakistan to crack down on the
remaining havens in the tribal re-
gions from where al Qaeda-linked
militant groups like the Haqqani
network continue to launch attacks
inside Afghanistan.

“Where we’ve seen good cooper-
ation between the U.S. and Paki-
stanis is generally purely out of self
interest,” a U.S. military official said.

That means Pakistan has been will-
ing to help the U.S. target members
of al Qaeda and the Pakistani Tali-
ban—both of which the Pakistani
government, including ISI, see as di-
rect threats to the Pakistani state.

But there is far less cooperation
in areas where national interests di-
verge, such as with the al Qaeda-af-
filiated groups like the Haqqani net-
work that have tended to attack
Afghan and Indian targets, U.S. offi-
cials said. In some cases, the U.S.
has found evidence of the ISI provid-
ing Haqqani fighters with compo-
nents that could be used for explo-
sive devices as well as basic items
like sleeping bags, they added.

The ISI has also provided Afghan
Taliban members with financial
help, intelligence, and assistance
with strategic planning, the U.S. mil-
itary official said.

Secretary of State Hillary Clinton
publicly raised U.S. concerns on a
July 19 visit to Pakistan, stating she
believed someone in the Pakistan
government knew where al Qaeda
chief Osama bin Laden was hiding in
the tribal regions. Pakistan has re-
plied it is too stretched fighting in
other parts of the tribal regions to
open a new front now.

Other Pakistani moves have been
harder to read. U.S. officials wel-
comed Pakistan’s arrest in February
of Mr. Baradar, the Afghan Taliban’s
military chief, in the Pakistani port
city of Karachi. The arrest raised
hopes that Islamabad was finally
cracking down on the Taliban.

But Pakistan has declined to
hand Mr. Baradar over to Afghani-
stan. Some analysts believe Paki-
stan may have made the arrest to
stop Mr. Baradar from pursuing
peace talks with the government of
Afghan President Hamid Karzai
without input from Islamabad.After
some tussling, the CIA gained access
to Mr. Baradar for questioning and
obtained useful details, U.S. officials
say. The U.S. has had some access in
the past few months, the U.S. mili-
tary official added.

BY TOM WRIGHT
AND SIOBHAN GORMAN

U.S. Secretary of State Clinton speaks with Gen. Kayani on July 19.
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U.S. cites better Pakistan bonds One missing
U.S. sailor
is found dead
in Afghanistan

KABUL—U.S.-led coalition forces
recovered the body of a missing U.S.
Navy sailor in eastern Afghanistan
and continued their search for the
second missing serviceman, thought
to be alive, a military spokesman
said.

The sailor’s body was found Sun-
day night, and six Taliban fighters
were arrested in connection with
the abduction, said U.S. Army Lt.
Col. Todd Breasseale, a coalition
spokesman in Kabul.

“We continue to search for the
second sailor and we have every
reason to believe he is alive,” Lt.
Col. Breasseale said. “We’re on the
right trail.”

The Taliban previously said they
had killed one sailor in a gunfight
during the assault and are holding
the other.

A Taliban spokesman was un-
available to comment Tuesday. The
Taliban have been trying to ex-
change the sailors for high-level in-
surgents in detention, Afghan offi-
cials said.

“The Taliban have indirectly con-
tacted the head of the provincial
council about a prisoner swap,” said
Abdul Wali, the council’s deputy
head in Logar province south of
Kabul, where the two sailors were
captured Friday.

The coalition hasn’t been con-
tacted regarding a prisoner swap,
Lt. Col. Breasseale said.

The two sailors were ambushed
as they drove in a civilian armored
vehicle from their Kabul compound
into a Taliban-dominated district of
Logar. Following the ambush, they
engaged in a gunbattle with the in-
surgents, resulting in the death of
one of the Navy servicemen, Afghan
officials confirmed.

Jim Kerr, a state legislator from
the Denver area, said the sailor
killed was his nephew, Justin McNe-
ley, 30 years old, the Associated
Press reported.

The district where the ambush
occurred, Charkh, is a hotbed of in-
surgent activity. Afghan police there
had warned the sailors, who ap-
peared to be lost, not to drive fur-
ther in, said provincial government
spokesman Din Muhammad Dar-
wesh, citing witness accounts.

Afghan and coalition forces
quickly deployed to Logar, erecting
a security perimeter around the site
where the sailors were kidnapped in
an attempt to prevent the Taliban
from moving to more difficult ter-
rain, Mr. Darwesh said.

While the U.S.-led coalition
wouldn’t speculate on the location
of the missing sailor, Mr. Wali said
he believed the serviceman is still
somewhere in Logar, though not
necessarily in Charkh.

The only other coalition service
member known to be a captive of
the Taliban is Specialist Bowe Berg-
dahl. He disappeared from his base
in the eastern province of Paktika in
June 2009, and militants have since
posted videos of the soldier on
websites.

Rescuing Spc. Bergdahl became
the top priority of the military last
summer, and it enlisted Pakistan’s
intelligence service for help, accord-
ing to NATO officials.

—Habib Zahori
and Matthew Rosenberg

contributed to this article.

BY MARIA ABI-HABIB

SAN’A—Rebels in Yemen’s north
have captured more than 100 Ye-
meni army soldiers in recent
clashes, a senior Yemeni official said
Tuesday.

The claim caps more than a week
of fierce fighting between Houthi
rebels and the army, allied with gov-
ernment-backed tribes in the region.
The fighting has killed more than 70
and threatens a truce signed be-
tween the two sides in February.

Tensions heightened this week
when the government dispatched
fighter jets to attack rebel positions.

“Warplanes intervened for the
first time since the February truce
to quell the violence,” a Yemeni offi-
cial said. Throughout Tuesday, jets
periodically roared over the capital
San’a, heading northward.

Hamoud al Qaoud, a government
official based in Harf Sufyan, where
some of the most intense fighting
has taken place, blamed the Houthis
for “repeated acts of violence

against citizens.”
On Monday, Houthi spokesman

Dhayef al Shami said the Houthis
captured “a large number” of army
soldiers in al Zalah, a strategic mili-
tary outpost in Amran, about 75
miles north of San’a. “We now have
control of the military camp to stop
the government from supporting the
tribes, who continue to attack us,”
he said.

On Tuesday, the government of-
ficial said the current estimate of
those captured was now 117.
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For information about listing your funds, please contact: Justin Jones tel: +44 0203 426 1167; email: justin.jones@dowjones.com

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the
U.S. Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 07/26 USD 10.01 -3.5 9.6 -8.1
Am Blend Portfolio I US EQ LUX 07/26 USD 11.82 -3.3 10.3 -7.5
Am Growth A US EQ LUX 07/26 USD 29.18 -6.6 8.5 -2.1
Am Growth B US EQ LUX 07/26 USD 24.40 -7.1 7.4 -3.1
Am Growth I US EQ LUX 07/26 USD 32.49 -6.2 9.4 -1.3
Am Income A US BD LUX 07/26 USD 8.76 6.9 17.2 10.1
Am Income A2 US BD LUX 07/26 USD 20.43 7.3 17.2 10.0
Am Income B US BD LUX 07/26 USD 8.76 6.6 16.4 9.2
Am Income B2 US BD LUX 07/26 USD 17.54 6.9 16.4 9.2
Am Income I US BD LUX 07/26 USD 8.76 7.2 17.9 10.7
Emg Mkts Debt A GL BD LUX 07/26 USD 16.35 8.5 23.2 13.0

Emg Mkts Debt A2 GL BD LUX 07/26 USD 21.91 9.0 23.2 13.0
Emg Mkts Debt B GL BD LUX 07/26 USD 16.35 8.0 22.1 11.9
Emg Mkts Debt B2 GL BD LUX 07/26 USD 20.98 8.4 21.9 11.9
Emg Mkts Debt I GL BD LUX 07/26 USD 16.35 8.8 23.8 13.6
Emg Mkts Growth A GL EQ LUX 07/26 USD 34.57 -0.2 22.7 -4.8
Emg Mkts Growth B GL EQ LUX 07/26 USD 29.14 -0.8 21.5 -5.7
Emg Mkts Growth I GL EQ LUX 07/26 USD 38.51 0.3 23.7 -4.0
Eur Growth A EU EQ LUX 07/26 EUR 7.45 6.0 16.6 -4.0
Eur Growth B EU EQ LUX 07/26 EUR 6.66 5.4 15.4 -4.9
Eur Growth I EU EQ LUX 07/26 EUR 8.16 6.4 17.6 -3.2
Eur Income A EU BD LUX 07/26 EUR 6.81 6.2 19.8 10.0
Eur Income A2 EU BD LUX 07/26 EUR 13.73 6.7 19.8 10.0
Eur Income B EU BD LUX 07/26 EUR 6.81 5.8 19.1 9.3
Eur Income B2 EU BD LUX 07/26 EUR 12.72 6.3 19.0 9.3
Eur Income I EU BD LUX 07/26 EUR 6.81 6.5 20.3 10.6
Eur Strat Value A EU EQ LUX 07/26 EUR 8.40 -1.5 12.1 -11.3
Eur Strat Value I EU EQ LUX 07/26 EUR 8.64 -1.1 12.9 -10.6
Eur Value A EU EQ LUX 07/26 EUR 9.04 -1.7 12.4 -7.9
Eur Value B EU EQ LUX 07/26 EUR 8.27 -2.2 11.3 -8.8
Eur Value I EU EQ LUX 07/26 EUR 10.49 -1.2 13.3 -7.1
Gl Balanced (Euro) A EU BA LUX 07/26 USD 15.06 NS NS NS
Gl Balanced (Euro) B EU BA LUX 07/26 USD 14.59 NS NS NS
Gl Balanced (Euro) C EU BA LUX 07/26 USD 14.91 NS NS NS
Gl Balanced (Euro) I EU BA LUX 07/26 USD 15.38 NS NS NS
Gl Balanced A US BA LUX 07/26 USD 16.20 -1.7 9.2 -5.5
Gl Balanced B US BA LUX 07/26 USD 15.31 -2.3 8.0 -6.5
Gl Balanced I US BA LUX 07/26 USD 16.86 -1.3 9.9 -4.9
Gl Bond A US BD LUX 07/26 USD 9.55 5.4 11.6 8.2
Gl Bond A2 US BD LUX 07/26 USD 16.92 5.7 11.5 8.1
Gl Bond B US BD LUX 07/26 USD 9.55 4.9 10.5 7.1
Gl Bond B2 US BD LUX 07/26 USD 14.73 5.1 10.4 7.0
Gl Bond I US BD LUX 07/26 USD 9.55 5.7 12.1 8.8

Gl Conservative A US BA LUX 07/26 USD 14.83 0.9 8.2 0.0
Gl Conservative A2 US BA LUX 07/26 USD 17.09 0.9 8.2 0.0
Gl Conservative B US BA LUX 07/26 USD 14.81 0.4 7.1 -1.0
Gl Conservative B2 US BA LUX 07/26 USD 16.14 0.3 7.1 -1.0
Gl Conservative I US BA LUX 07/26 USD 14.92 1.4 9.1 0.8
Gl Eq Blend A GL EQ LUX 07/26 USD 10.88 -6.7 6.9 -15.3
Gl Eq Blend B GL EQ LUX 07/26 USD 10.15 -7.3 5.7 -16.1
Gl Eq Blend I GL EQ LUX 07/26 USD 11.53 -6.3 7.8 -14.5
Gl Growth A GL EQ LUX 07/26 USD 39.65 -5.4 8.0 -15.1
Gl Growth B GL EQ LUX 07/26 USD 32.91 -5.9 6.9 -15.9
Gl Growth I GL EQ LUX 07/26 USD 44.23 -4.9 8.9 -14.4
Gl High Yield A US BD LUX 07/26 USD 4.48 7.7 29.4 10.7
Gl High Yield A2 US BD LUX 07/26 USD 10.03 8.3 29.6 10.5
Gl High Yield B US BD LUX 07/26 USD 4.48 7.1 27.9 9.3
Gl High Yield B2 US BD LUX 07/26 USD 16.03 7.7 28.2 9.5
Gl High Yield I US BD LUX 07/26 USD 4.48 8.0 30.1 11.4
Gl Thematic Res A GL EQ LUX 07/26 USD 14.47 -1.8 12.4 1.6
Gl Thematic Res B GL EQ LUX 07/26 USD 12.59 -2.3 11.3 0.6
Gl Thematic Res I GL EQ LUX 07/26 USD 16.21 -1.3 13.4 2.4
Gl Value A GL EQ LUX 07/26 USD 10.29 -7.6 6.3 -15.3
Gl Value B GL EQ LUX 07/26 USD 9.40 -8.2 5.1 -16.1
Gl Value I GL EQ LUX 07/26 USD 11.00 -7.2 7.2 -14.6
India Growth A EA EQ LUX 07/26 USD 134.10 5.7 28.6 NS
India Growth AX EA EQ LUX 07/26 USD 117.41 5.8 28.9 13.5
India Growth B EA EQ LUX 07/26 USD 139.68 5.1 27.3 NS
India Growth BX EA EQ LUX 07/26 USD 99.79 5.2 27.6 12.4
India Growth I EA EQ LUX 07/26 USD 122.02 6.1 29.6 14.0
Int'l Health Care A OT EQ LUX 07/26 USD 126.65 -7.9 4.0 -7.8
Int'l Health Care B OT EQ LUX 07/26 USD 106.22 -8.4 3.0 -8.7
Int'l Health Care I OT EQ LUX 07/26 USD 139.00 -7.5 4.9 -7.0
Int'l Technology A OT EQ LUX 07/26 USD 111.21 0.8 19.3 -2.4
Int'l Technology B OT EQ LUX 07/26 USD 95.82 0.2 18.1 -3.4

Int'l Technology I OT EQ LUX 07/26 USD 125.26 1.2 20.2 -1.7
Japan Blend A JP EQ LUX 07/26 JPY 5493.00 -8.8 -7.1 -20.7
Japan Growth A JP EQ LUX 07/26 JPY 5232.00 -10.9 -9.6 -22.0
Japan Growth I JP EQ LUX 07/26 JPY 5409.00 -10.5 -8.9 -21.4
Japan Strat Value A JP EQ LUX 07/26 JPY 5763.00 -5.8 -2.8 -19.5
Japan Strat Value I JP EQ LUX 07/26 JPY 5943.00 -5.4 -2.0 -18.8
Real Estate Sec. A OT EQ LUX 07/26 USD 14.90 3.8 25.8 -7.1
Real Estate Sec. B OT EQ LUX 07/26 USD 13.54 3.2 24.6 -8.0
Real Estate Sec. I OT EQ LUX 07/26 USD 16.09 4.3 26.9 -6.3
Short Mat Dollar A US BD LUX 07/26 USD 7.33 2.3 8.2 1.2
Short Mat Dollar A2 US BD LUX 07/26 USD 10.04 2.6 8.2 1.1
Short Mat Dollar B US BD LUX 07/26 USD 7.33 2.1 7.8 0.8
Short Mat Dollar B2 US BD LUX 07/26 USD 9.97 2.4 7.8 0.7
Short Mat Dollar I US BD LUX 07/26 USD 7.33 2.6 8.8 1.8
US Thematic Research A US EQ LUX 07/26 USD 8.53 0.0 9.4 -4.4
US Thematic Research B US EQ LUX 07/26 USD 7.81 -0.5 8.3 -5.4
US Thematic Research I US EQ LUX 07/26 USD 9.22 0.4 10.2 -3.6

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 07/26 GBP 7.98 -3.2 13.7 0.8
Andfs. Borsa Global GL EQ AND 07/26 EUR 6.17 -5.1 7.9 -11.4
Andfs. Emergents GL EQ AND 07/26 USD 16.59 -4.4 14.8 -3.5
Andfs. Espanya EU EQ AND 07/26 EUR 12.17 -12.5 1.2 -5.8
Andfs. Estats Units US EQ AND 07/26 USD 14.22 -5.3 8.1 -9.2

FUND SCORECARD
Euro Global Bond
Funds that invest in fixed-income securities and take material currency exposures as part of their
investment strategies. These are optimised in Euros. Ranked on % total return (dividends reinvested) in
U.S. dollars for one year ending July 27, 2010

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

1 FT ABS-Plus FRANKFURT-TRUST EURLUX 1.59 51.86 -6.67 -3.72
Invest Luxemburg AG

NS Axiom Axiom Alternative EURFRA 16.00 40.88 NS NS
Obligataire Acc Investments

3 Nouveaux BNP Paribas EURFRA 20.25 34.54 18.67 5.80
Rendements A/I

1 VPV Income VPV Bankiers N.V. EURNLD 9.58 32.85 -10.61 -4.88
Fund N.V.

1 Matignon TC AXA Investment EURFRA 11.78 31.99 -6.81 -5.68
A/I Managers Paris S.A

3 AXA AXA Investment EURDEU 14.72 28.85 15.20 3.21
Portfolio 7 Managers Deutschland GmbH

5 Amundi Oblig Crédit Agricole EURFRA 18.02 27.93 25.31 8.70
Intles EUR I A/I

NS Amundi Prem Crédit Agricole EURFRA 17.96 27.81 25.20 NS
Oblig Intles

5 CAAM Crédit Agricole EURLUX 15.71 24.79 31.07 NS
Interinvest Intl Debts C Asset Management

4 Aviva Oblig Aviva Investors EURFRA 8.55 24.66 13.22 4.65
Intl A/I France

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

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

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

MARKETS

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

12-month and 2-year returns may be calculated over 11- and 23-month periods
pending receipt and publication of the last month end price.

NAV —%RETURN—
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV —%RETURN—
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV —%RETURN—
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV —%RETURN—
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

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

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

Banking stocks climb
on relief over Basel rules

European stocks closed higher
Tuesday, led by a surge in the bank-
ing sector after investors breathed a
sigh of relief that future bank regu-
lations won’t be as tough as
anticipated.

Strong bank earnings from UBS
and Deutsche Bank also boosted
sentiment among financials. But it
was the latest update of the Basel III
rules that drove banking stocks. The
revised proposals, while tougher
than current requirements, aren’t
nearly as draconian as the initial
proposals announced in December.

French banks in particular bene-
fited from the changes. Crédit Agri-
cole soared 10%, Société Générale
surged 11%, and BNP Paribas
jumped 5.5% The Stoxx 600 Europe
banks index closed up 4.7% at
225.40.

The pan-European Stoxx 600 in-
dex rose 0.4% to 258.11. The U.K.’s
FTSE 100 added 0.3% to 5365.67, its
highest close since May 13, and Ger-
many’s DAX gained 0.2% to 6207.31.
France’s CAC-40 finished 0.8%
higher at 3666.40.

The major measures pulled back
from session highs when the Confer-
ence Board, a private U.S. group, re-
ported its consumer-confidence in-
dex fell 3.9 points to 50.4 in July, its
lowest reading since February.
James Knightley, economist at ING
Bank NV, said the data supported his
view that U.S. gross-domestic-prod-
uct growth will be significantly

lower in the second half of 2010,
compared with the first half.

The Dow Jones Industrial Aver-
age ended up 12.26 points, or 0.1%,
at 10537.69, while the Nasdaq Com-
posite Index fell 8.18 points, or 0.4%,
to 2288.25.

The euro fell back from an 11-
week high against the dollar late in
European trading, at $1.2974 from
$1.2994 late Monday. The British
pound was up at $1.5535 from
$1.5486 late Monday, supported by
the well-received U.K. distributive
trades survey, which showed a surge
in sales.

On Wednesday, market partici-
pants will be keeping an eye on U.S.
durable-goods orders and the U.S.
Fed “beige book,” released after the
European markets close.

In other asset classes, gold for
July delivery on the Comex division
of the New York Mercantile Ex-
change settled down $25 a troy
ounce, or 2.1%, at $1,158. Light,
sweet, crude for August delivery set-
tled down $1.48 a barrel, or 1.9%, at
$77.50 on the New York Mercantile
Exchange.

In Zurich, UBS shares jumped
more than 11%. The bank swung to a
second-quarter net profit, well
above analysts’ expectations.

In Frankfurt, shares of Deutsche
Bank climbed 4.5% after the bank re-
ported a rise in quarterly profit.

In the energy sector, BP shares
lost 2.6% in London after the com-
pany named Robert Dudley as its
new chief executive, succeeding

Tony Hayward. It also reported a
$17.2 billion loss in the second quar-
ter, as it booked $32.2 billion in
charges linked to its response to the
Gulf of Mexico oil spill. In the same
period a year ago, BP had posted a
profit of $4.39 billion.

French food group Danone also
reported earnings, and its shares de-
clined 4.3%. Its first-half net profit

fell 10% as higher commodity costs
weighed on operating margins.

German car maker Daimler AG
raised its earnings before interest
and tax guidance for 2010, but its
shares dropped 4.2%, with the Euro-
pean auto sector broadly retreating
following a recent strong run.

—Sarah Turner
contributed to this article.

BY ANDREA TRYPHONIDES

Euro-zone
loans grow
a tad faster

FRANKFURT—Monetary trends
in the euro area brightened in June
as the pace of credit growth to the
private sector edged up to its high-
est rate in nearly a year, the Euro-
pean Central Bank said Tuesday.

Loans to the private sector rose
0.3% from June 2009, up from 0.2%
annual growth in May, the ECB said.

The headline figure is still ane-
mic, but it represents the third
month in a row that it has been pos-
itive, after a 0.8% annual decline in
October.

The broad M3 money-supply ag-
gregate, which the ECB tracks but
which market analysts say has lost
most of its value as a predictor of
inflation trends, swung to an annual
growth rate of 0.2%, from an annual
contraction of 0.1% in May.

Overall M3 rose a seasonally ad-
justed €35 billion ($45.5 billion) in
June to €9.423 trillion, after falling
€20 billion in May.

The monthly loan dynamic was
also positive but weakened to €12
billion from €19 billion in May.

Credit supply has been essen-
tially stagnant for most of the past
year, as both banks and households
have tried to reduce their debt lev-
els in the aftermath of the financial
crisis and the recession that fol-
lowed it.

BY GEOFFREY T. SMITH




