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Foraging for flavor: Chefs scout
for tastier, friendlier local option
WEEKEND JOURNAL

Diageo is trying a neat idea
over its pension problems
NEWS 3, 32
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The Quirk

$3 billion bad hair day:
Procter & Gamble tackles
Pantene problems. Page 29

Editorial
& Opinion

How not to save the euro.
Page 12

The relationship between Angela Merkel and Nicolas Sarkozy has worsened through the euro-zone
crisis, depriving the European project of its Franco-German engine. One thing the leaders have in
common: poor polls. Sarkozy’s approval rating hit a new low Thursday. Full article on pages 14-15.
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Europe’s Franco-German engine sputters Global output
loses steam,
fuels worries

Manufacturing lost mo-
mentum around the world in
June, adding to worries that
global economies are poised
for slower growth in the
months ahead.

An index based on a sur-
vey of U.S. purchasing man-
agers suggested that factory
output expanded for the 11th
month in June, but at a
slower pace than the month
before. Similar pullbacks oc-
curred in China and the euro
zone last month, according to
separate indexes released
Thursday. Japan was one of
the few places where the fac-
tory sector has gained steam.

The U.S. and other major
economies have relied heavily
on manufacturing as a growth
engine coming out of the re-
cession. The question now is
whether the slowing pace is
more than just a natural ad-
justment as producers recover
from the downturn. Many
manufacturers have grown
rapidly in recent months as
they’ve restocked shelves; so
some pullback in growth has
been expected.

Growth in the U.S. factory
sector is slowing, said Jay
Feldman, a Credit Suisse Se-

curities LLC analyst, “but
we’re slowing from a very
strong pace.”

Separately, new filings for
U.S. jobless benefits increased
last week as the labor market
continued to struggle. Pend-
ing home sales, no longer
propped up by government in-
centives, declined as did con-
struction spending. And a re-
port earlier this week showed
sagging consumer confidence.
Those depressing signals
weighed on investors on
Thursday as the Dow Jones
Industrial Average fell 41.49
points, or 0.4% to 9,732.53

An important clue to the
strength of the recovery will
come Friday when the U.S.
government releases its em-
ployment report. Economists
expect the overall number to
decline as temporary Census
hiring comes to an end but
they predict some private-sec-
tor job growth.

In the U.S., the Institute
for Supply Management’s
manufacturing index fell to
56.2 in June from 59.7 the
prior month as new orders,
production and exports
slowed. Figures above 50 indi-
cate expansion.

Prices continued to rise in
June, the survey found, but
the rate slowed dramati-
cally—a sign that inflation re-
mains a distant worry for U.S.
policy makers. A J.P. Morgan
Chase & Co. and Markit Eco-
nomics index of global manu-
facturing prices showed a
widespread slowdown in input
prices, though they were still
rising.

“Frankly our concern is
deflation at this point,” said
J.P. Morgan’s David Hensley.

The euro zone’s manufac-
turing machine also lost mo-
mentum, but only slightly. An
index based on a survey of
3,000 manufacturing firms

Please turn to page 3

BY SARA MURRAY
AND MICHAEL S. ARNOLD

AIG mulls sale of Japanese units
American International

Group Inc. is reconsidering a
sale of two Japanese life in-
surance companies for
roughly $5 billion, people fa-
miliar with the matter said.

A plan to sell the units
would represent a reversal of
AIG’s decision last fall to hold
on to the two subsidiaries,
known as AIG Star Life Insur-
ance Co. and AIG Edison Life
Insurance Co. The units ear-
lier had been on the block.

But after AIG Chief Execu-
tive Robert Benmosche visited
the units in Japan in October
2009, AIG announced it

planned to retain the pair of
companies “for the foresee-
able future” in part to help
stabilize their businesses.
Since then, the performance
of AIG Star and Edison, along
with the deal-financing envi-
ronment, have improved.

Meanwhile, Mr. Benmosche
and AIG non-executive Chair-
man Harvey Golub have
agreed to try to resolve their
differences and work out a
plan for AIA Group Ltd., peo-
ple familiar with the matter
said. A deal to sell AIA to
British insurer Prudential
PLC didn’t stick after Pru

shareholders balked at the
price.

Messrs. Benmosche and
Golub made commitments to
work together on AIG’s re-
structuring after Mr. Benmo-
sche said at a board meeting
last week that he wanted Mr.
Golub gone and threatened to
resign himself, the people
said. They are also planning
to stay on in their current
roles for now. An AIG spokes-
woman declined to comment.
Messrs. Benmosche and Golub
weren’t immediately reached
for comment.

The news comes as AIG

has been looking to divest
several overseas life insurance
businesses to repay over $50
billion to the Federal Reserve
Bank of New York. Another
deal—to sell American Life In-
surance Co., which has a large
presence in Japan and Eu-
rope, to MetLife Inc. for $15.5
billion—is on track to be com-
pleted in the coming months.

As AIG worked to sort out
its recovery plan, a hearing in
Washington examined its
troubled past. In testimony
Thursday, Goldman Sachs
Group Inc. executives de-
fended valuations for credit

default swaps that were pre-
sented to AIG during the fi-
nancial crisis.

That sparring between the
two firms, which dated back
to 2007, moved into the public
eye Thursday as the Financial
Crisis Inquiry Commission
asked Goldman executives to
describe a collateral dispute
about AIG’s swaps that took
place in the year before AIG
collapsed in 2008.

Sources: Institute for Supply Management
(U.S.); Markit (U.K., euro zone)
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� AIG CEO and its chairman try
to mend discord .......................17
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Diageo fills up
its pension hole
with liquid gold

Got a hole in your pension fund?
Diageo has come up with an innova-
tive solution: Fill it with whisky.

The U.K.-listed spirits giant is to
hand over £430 million ($642 mil-
lion) worth of Scotch to its U.K.
pension plan to help cover a deficit
last year valued at £862 million.
Diageo will pay the pension fund an
annual fee of £25 million a year for
the right to use the whisky, provid-
ing it replaces it with new stock.
And after 15 years, Diageo will buy
the whisky back for as much as
£430 million, depending on the size
of the remaining deficit.

It is a smart deal for both sides.
Last year’s valuation took place at a
particularly bad time for asset mar-
kets and may have exaggerated the
likely true scale of the deficit. This
way, the pension fund gets the secu-
rity of high-quality collateral, while
Diageo avoids the cash-flow drain of
much-larger annual payments that
trustees might otherwise have de-
manded to close the deficit within
10 years.

By structuring the arrangement
as a partnership, Diageo will con-
tinue to consolidate the whisky on
its balance sheet.

Other U.K. companies have struc-
tured similar deals involving com-
mercial real estate and, in the case
of broadcaster ITV, its digital-televi-
sion subsidiary.

Of course, it helps that the mar-
ket for Scotch whisky—particularly
the high-quality malts that will be
transferred under the deal—is cur-
rently red hot. Scotch prices have
continued to rise during the reces-
sion, and the Scotch Whisky Associ-
ation reported record export figures
amid booming demand from emerg-
ing markets. Diageo itself recently
opened a new £100 million distillery,
the first new one built in Scotland
in 30 years.

The boom in liquid gold should
put a smile on pensioners’
faces—even if the whisky stays in
the barrels.

—Simon Nixon

Chinese banks are learning value of fees
As Agricultural Bank of China

approaches its initial public offering,
investor attention is focused on its
loan book. But that isn’t the part of
its business driving profit growth.

In 2009, AgBank’s fee and com-
mission income improved by nearly
50% to $5.2 billion. The $1.7 billion
rise in such revenue was almost
equal to its net profit rise in a year
when net interest income fell 9.2%.

AgBank isn’t alone among Chi-
nese banks using fee income as the
key ingredient for increasing earn-
ings. Noninterest income across
China’s seven top listed banks rose
28.5% on average in 2009, according
to PricewaterhouseCoopers, com-
pared with a 2.5% fall in net interest
income at the same banks.

Fee revenue at Industrial & Com-
mercial Bank of China, the world’s
largest bank by market capitaliza-
tion, is five times higher than it was
in 2005. Noninterest income comes
from simple areas such as settlement
and clearing or credit cards, to, in-

creasingly, wealth management and
investment banking (where income
rose 56% in 2009).

AgBank, ICBC and the others are
trying to find a source of earnings
growth beyond their traditional in-
come derived from the government-

mandated spread between borrow-
ing and lending rates. Because that
spread narrowed in 2009, Chinese
banks became more reliant on other
income for a rise in profits.

This diversification is both a bo-
nus and a challenge to investors.

That Chinese banks are finding other
ways to boost earnings is welcome.
But the areas into which they are ex-
panding vary, while fee-income
growth can be unpredictable.

AgBank derived nearly half its
fee-income rise in 2009 from a near
doubling in “agency commissions,”
much of it from fees received from
China’s Ministry of Finance for help-
ing the government dispose of bad
loans AgBank sold it two years ear-
lier. In 2008, by contrast, agency-fee
income fell 36% from a year earlier.

Bank of China, meanwhile, has
traditionally relied on foreign-ex-
change services to make up much of
its fee income. It is a solid enough
business, but it has meant less rapid
growth in noninterest income than
at its peers. What seems certain is
that noninterest income at Chinese
banks hasn’t yet peaked, as they con-
tinue to tap new areas of revenue. As
they change, so should perceptions
of the once-staid Chinese banking
model. —Andrew Peaple

Google bulls wonder what firm will do with its cash
Just how cheap is Google stock?

That partly depends on whether in-
vestors can trust the company to
spend its cash pile wisely.

With its stock down nearly 30%
since the start of the year, compared
with the S&P 500’s 8% drop, the
search giant confronts a multitude
of well-documented challenges.
These include its shift from hot
growth stock to value play, the im-
pact of the falling euro,
Google’s cloudy future in China and
competition from Facebook.

Google finance chief Patrick
Pichette was on the East
Coast meeting with investors a few
weeks ago, his first such ef-
fort. There is no sign those meetings
did much to change sentiment. But
investors shouldn’t ignore Google’s
positives. The search company is ar-
guably better-positioned than most
to profit from the shift to mobile ad-
vertising, given its success in estab-
lishing Android as a force in smart-

phones and its purchase of AdMob,
a mobile-ad firm. There is the poten-
tial upside from Google’s push into
display advertising. And Google has
foreign-currency hedges in place to
offset much of the impact of the
stronger dollar.

Even so, on the surface Google
isn’t necessarily quite cheap enough
to lure value investors. Trading
around $441 on Thursday, Google
was at 17.7 times consensus 2010
earnings, including the cost of stock
compensation. The question is how
to treat Google’s cash, which stood
at $26.5 billion, including invest-
ments, on March 31. Given how
much it generates every quarter,
that number has likely grown to
north of $28 billion by now, or about
$88 a share. Excluding the cash puts
Google’s operating business around
14 times 2010 earnings, only a slight
premium to the broader market at
nearly 13. For a company expected to
increase revenue 21% this year and

15% next year, that may be
undervalued.

But does excluding cash make
sense? If investors could be assured
that Google would make good use of
the cash—through a return of cash
to shareholders or value-enhancing

acquisition—it might. But given
Google’s tendency to pursue multi-
ple initiatives in many different di-
rections while looking for a new
growth business, investors may
rightly worry about the chance of an
ill-conceived big deal.

So far, it is hard to criticize
Google’s past acquisitions, such as
its $3.2 billion cash purchase of
DoubleClick, which helped the com-
pany expand in display advertising,
or the $1.65 billion stock purchase
of online video giant YouTube. But it
is when pressure mounts, as is the
case now, that companies are most
likely to make a misstep.

For Google to overcome the pre-
vailing bearish mood, it needs a cat-
alyst. Success with a new business
would be best. Short of that, unveil-
ing a big stock buyback or a divi-
dend would make sense. If nothing
else, it would assure investors that
the cash won’t get blown on a silly
deal. —Martin Peers

Sources: the companies
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Real pain is still to come for U.K.

As he moves to
reduce France’s
deficit, President
Nicolas Sarkozy is
opting for a series
of cuts so petits

that he hopes the public will
barely notice them. The multitude
of different measures he has
announced come nowhere near
the €100 billion ($122 billion) or
so he needs to find by 2013 but
they have still been enough to
occasion national strikes. The
president’s popularity has
plummeted to give him an
approval rating of just 26%. The
proportion of people who trust
him is nearly as bad, with 71%
telling pollsters they distrust Mr.
Sarkozy.

By comparison, the U.K.
government appears to have
received a relatively gentle public
reaction to its much more drastic
deficit reduction plan. But that is,
in part, because it is still not clear
exactly what form the threatened
cuts are going to take. What is
really meant by a declaration that
most government departments are
going to have to cut their
spending by 25% has yet to
become clear. Yet what is
inescapable is that most of those
savings will eventually have to be
found by means of job losses.

Efficiencies will be found
through improved procurement
but this is not a novel idea and
successive governments have
claimed that they have already
made strides in that direction. A
tougher approach to welfare will
bring savings and will, initially,
require people to implement it
but, in the end, a state that does
less requires fewer workers.

Leaked Treasury documents
appear to show an expectation
that 600,000 jobs could be lost in
the public sector over the next
five years with a knock-on effect
of 700,000 jobs vanishing from
the private sector. The U.K.
government has been quick to

dismiss the numbers as entirely
speculative but that has not
stopped a flurry of outrage from
the opposition.

Since a few weeks ago, when
the opposition was the
government, it too had been
promising some swingeing cuts in
public spending, there was some
hypocrisy involved in this. But
there was also fear. Because, while
it is clear that budget cuts will

mean a hefty number of public
sector jobs will go, it is less clear
where new employment
opportunities will arise. As the
leaked documents demonstrate, so
many private-sector businesses
have become highly dependent on
public-sector work that the risk is
that the coming cutbacks will hit
the private sector hard too.

There will be some functions
currently carried out by
government which can be
transferred to the private sector
at considerable savings. Kenneth
Clarke, the minister in charge of
penal policy, has, for instance,
suggested that he would save
money by not locking so many
offenders in prison but using

private-sector firms to rehabilitate
lesser offenders, many of whom
have drink and drug problems.
Their remuneration could be tied
to their success in reducing what
is now a disastrously high rate of
re-offending.

This is potentially a doubly
attractive policy, with lower
outgoings delivering improved
outcomes. Its success, though, will
depend upon there being
employment for those who are
weaned off crime, otherwise they
will quickly revert to old habits.

The U.K. coalition has recruited
Lord Browne to inject some
business efficiencies into
government. This is somewhat
controversial, given that he was
formerly chief executive of BP and
loud questions are being asked
about whether the efficiencies he
wrought there have had unwanted
consequences. But it is essential
that an outsider’s business brain
should be brought to bear on the
massive government machine.
There will be more than enough
push-back from officials to ensure
that overly red-blooded schemes
get diluted.

Yet while Lord Browne is
helping with the cuts, it is equally
important that the best business
brains are employed on the other
side of the equation, working out
where the new jobs are to be
found. Plans for a new
government fund to back green
energy projects, announced this
week, could be a start in that

direction. Across Europe, the
need to create new jobs is
pressing. In Spain, for instance,
almost 40% of youths are
unemployed. Yet statistics that
emerged Thursday indicated that
the global slowdown could be
further endangering jobs. Indices
from purchasing managers around
the world all registered a
downturn last month.

If European manufacturers are
to flourish, and create jobs, then
they must look beyond their
traditional markets. This is no
easy task. Jeffrey Immelt, chief
executive of General Electric, had
little encouraging to say when he
addressed a gathering in Rome
this week.

Talking of China, the
tantalizingly vast market that so
many companies are hoping may
produce new openings for them,
he apparently suggested that the
country was becoming
increasingly protectionist.
Although $5.3 billion of GE’s
revenue comes from China, Mr.
Immelt is reported to have said
that the company was finding
conditions there to be increasingly
difficult. His view seems to be
that China is intent on
encouraging its own companies,
not those from overseas.

And he seems to have made no
secret of his opinion that his own
government appeared to have a
very different attitude. The
criticism that President Barack
Obama does not like business has
been heard regularly in the light
of what he has said about BP but
it is still somewhat surprising to
hear a top U.S. businessman
quoted as making the same
allegations.

But Mr Immelt’s complaints
seem borne out of frustration. He
wants to see US business thriving.
“We have to become an industrial
powerhouse again but you don’t
do this when government and
entrepreneurs are not in synch,”
he was reported as saying. Any
chance of the U.K. being even a
minor industrial powerhouse
depends on the same partnership.
Finding ways to build it must be a
top priority.

General Electric CEO and Chairman Jeffrey Immelt speaking this week.
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BY PATIENCE WHEATCROFT

An outsider’s business brain
has to be brought to bear on
the massive government
machine.
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Advertising

n Alex Bogusky, one of the indus-
try’s top creative executives, is
leaving ad holding company MDC
Partners to pursue initiatives out-
side of advertising. Bogusky, the
chief creative executive at To-
ronto-based MDC, was responsible
for helping make MDC’s Crispin
Porter + Bogusky one of the most
successful advertising agencies in
the business.

i i i

Autos

n U.S. car sales fell in June from
the previous month in a signal
that the auto industry’s recovery
is sliding amid increased eco-
nomic jitters, though sales were
up from June 2009. June sales are
often slightly lower than those in
May, a month that typically gets a
boost from buyer incentives tied
to Memorial Day weekend. But
auto makers were hoping the re-
covery in vehicles sales after last
year’s steep drop would produce
stronger June totals.

n Toyota is preparing to fix a
problem with engines installed in
up to 270,000 vehicles world-
wide, the latest quality lapse to
hit the auto maker following mas-
sive recalls.

n Mazda is considering raising
vehicle prices and slashing incen-
tives in Europe as it aims to sell
bigger and more profitable vehi-
cles there to help offset the nega-
tive impact from the euro’s pre-
cipitous decline, the company’s
chief financial officer said.

i i i

Aviation

n Boeing finalized the basic de-
sign and capabilities of the stretch
version of its new 787 Dreamliner
airplane. As flight and ground
tests continue on the original
787-8 model, which is more than
two and a half years behind
schedule, the U.S. plane maker has
completed the basic design work
on the longer 787-9.

i i i

Energy

n Total CEO Christophe de Mar-
gerie said drilling in deep offshore
oil fields is essential in spite of
the moratorium in the Gulf of
Mexico following the BP oil spill.
Demand from the world’s oil-de-
pendent transport systems meant
there was no choice but to drill in
such fields, he said.

n Spain’s power-grid operator
Red Electrica de Espana agreed to
buy the electricity-distribution as-
sets of Endesa for about €1.42 bil-
lion ($1.7 billion). Spanish utility
Endesa, which is controlled by It-
aly’s Enel, was planning to sell
some Spanish power and gas as-
sets this year as part of an effort
to narrow debt.

n Dana Petroleum, a Scotland-
based oil and gas exploration and
production company, said it had
received a preliminary approach
from an undisclosed suitor. Dana
has a market capitalization of
about £1.1 billion ($1.6 billion),

i i i

Financial services

n Goldman Sachs executives de-
fended valuations for credit de-
fault swaps that were presented

to AIG during the financial crisis,
telling the U.S. Financial Crisis In-
quiry Commission they reflected
actual market prices. The panel is
seeking answers about the role
that derivative products played in
the financial meltdown.

n Citigroup is now 18%-owned by
the U.S. Treasury, which sold a
second tranche of Citigroup com-
mon stock, bringing the govern-
ment’s profits from sales of the
bank’s shares above $2 billion.

n Morgan Stanley tapped long-
time securities litigator Francis P.
Barron as chief legal officer, part
of a broader push to bolster the
investment bank during a period
of increasing regulatory scrutiny
on Wall Street.

i i i

Food and beverages

n Diageo will move some of its
maturing-whisky assets to its pen-
sion fund as it seeks to plug a
£862 million ($1.3 billion) deficit,

in the latest example of compa-
nies using existing assets to solve
pension headaches.

i i i

Industrials

n ABB, the Swiss engineering gi-
ant, dropped out of the bidding
for Chloride, clearing the way for
Emerson Electric to acquire the
U.K. company—which makes sys-
tems to protect customers from
power surges or failures—for
about £1 billion ($1.5 billion).
ABB’s decision to walk away
shows that it isn’t prepared to
overpay for acquisitions, even
though it has money to spend.

i i i

Insurance

n AIG is reconsidering a sale of
two Japanese life-insurance units
for roughly $5 billion, people fa-
miliar with the matter said. A
plan to sell would represent a re-
versal of AIG’s decision last fall to
hold on to the two subsidiaries.

The units earlier had been on the
block. But after CEO Robert Ben-
mosche visited the units in Octo-
ber, AIG announced plans to retain
the pair of companies in part to
help stabilize their businesses.
n Benmosche and AIG’s nonexec-
utive chairman Harvey Golub have
agreed to try to resolve their dif-
ferences and work out a plan for
AIG’s largest overseas life-insur-
ance unit, AIA, people familiar
with the matter said. The two
made commitments to work to-
gether on AIG’s restructuring after
Benmosche said at a board meet-
ing that he wanted Golub gone
and threatened to resign himself.

n WellPoint scaled back a plan to
boost health-insurance prices for
individuals in California with a
rate refiling it said will result in a
$100 million loss in that market.

i i i

Media

n Mediaset, Italy’s largest com-
mercial broadcaster, escalated a

price war with News Corp.’s Sky
Italia, announcing price cuts
aimed at luring new subscribers.
The company is controlled by the
family of Italian Prime Minister
Silvio Berlusconi.

i i i

Metals and mining

n Australia’s government has
made progress in talks with the
nation’s three biggest miners on a
compromise on a controversial
new mining tax and is likely to
make an announcement Friday, a
person familiar with the situation
said. A deal would bring to an end
a battle over a proposed 40% Re-
source Super Profits Tax and
would be a victory for new Prime
Minister Julia Gillard.

i i i

Pharmaceuticals

n AstraZeneca lost its bid to
overturn an antitrust fine im-
posed on the U.K.-based pharma-
ceuticals company in 2005 for try-
ing to squeeze out competition for
its ulcer capsule Losec.

n Novartis expects to become a
majority owner of eye-care firm
Alcon in the coming months, but
its path to full ownership remains
fraught with uncertainty and the
threat of escalating costs. The
stakes are high for the Swiss drug
giant, which needs to own all of
Alcon to realize maximum savings
with minimum headaches.

i i i

Property

n Xinhua could soon be the new-
est Times Square neighbor of me-
dia giants Thomson Reuters and
Condé Nast. China’s state news
agency is finalizing a deal to move
to the top floor of the 44-story
skyscraper there—an upgrade and
expansion from its current New
York office in Queens.

i i i

Technology

n Nokia’s planned MeeGo operat-
ing system will be a key asset as
the company strives to boost its
position in the premium mobile
device market, new mobile-solu-
tions chief Anssi Vanjoki said.

n Apple and AT&T face a number
of lawsuits over reports of recep-
tion and signal problems found in
the iPhone 4’s new wraparound
antenna, with consumers accusing
both companies of knowingly sell-
ing a defective product. The prob-
lem is the latest black eye for Ap-
ple and AT&T, which is already
battling the perception of an infe-
rior network to its competitors.

n Amazon.com, widening its as-
sault on the prices of dedicated e-
reading devices, unveiled a less-
expensive version of its large-
screen Kindle DX reader. But Ama-
zon introduced few other changes
to help the device better compete
with Apple’s more versatile iPad.

n Microsoft is ending sales of its
Kin mobile phones less than two
months after initial products,
aimed at teens, went on sale, in
another sign of its struggles in the
wireless phone business.

BUSINESS WATCH

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

A Hamleys employee shows a toy Mercedes-Benz decorated with Swarovski crystals at an event in London to showcase
the British toy store’s projected top sellers for Christmas. The car will sell for £1,500 (about $2,250). Hamleys expects
high-tech toys to sell well as the U.K. limps out of recession—led by a dancing garbage truck and a kids’ video camera.

Reuters

U.K.’s Hamleys expects high-tech toys to make a comeback this Christmas
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Diageo tries a neat idea for pensions
Diageo PLC, over a barrel when

it comes to funding its pension plan,
is using whisky to fill the gap.

Where retailers have used real
estate and British Airways has used
planes as security for its pension
trustees, the spirits company is
pledging up to 2.5 million barrels of
its maturing whisky—enough to fill
about 180 Olympic swimming pools.

The transfer of whisky to its U.K.
pension fund is part of a 10-year
funding plan Diageo has agreed with
its trustees, to help address pension-
fund deficit that totals £862 million,
or about $1.29 billion.

As the world’s largest whisky
producer, with brands such as John-
nie Walker and Talisker, Diageo will
use some of the highly valuable bar-
rels of whisky it has maturing in
warehouses across Scotland.

The liquid stock held by the pen-
sion fund will come from Diageo’s
malt and grain distilleries in Scot-
land and represents around 30% of
Diageo’s total whisky stock.

While the Diageo deal seems
unique in its use of whisky, the ra-
tionale behind it is no different to a
raft of recent property-based pen-
sion deals, said independent pension
consultant John Ralfe. “Companies
are looking for corporate assets
which they can pledge to pension
schemes which mean they don’t
have to put in cash,” he said.

Diageo’s move follows similar
schemes from other U.K. companies

that have used non-cash assets to
boost their pension funds. Hotel and
restaurant group Whitbread PLC, J
Sainsbury PLC and Marks & Spencer
Group PLC have all put real estate
assets into their pension funds. In
2006, British Airways PLC gave its
pension trustees rights over aircraft
in the event of insolvency and last
week BA agreed to a deal giving

pension trustees £250 million in se-
curity against aircraft, property or
cash.

Marc Hommel, pensions partner
at advisory firm Pricewater-
houseCoopers, said he has seen “an
exponential increase in the use of
non-cash funding for U.K. pension
schemes because deficits are large
and trustees are under pressure to

ensure deficits are plugged as
quickly as possible.” The unusual
assets, whether property, royalties
on a brand, or a stake in a subsid-
iary, are used as security for the
trustees in the event of insolvency
and allow the company to make
lower cash payments as a result, he
said.

While the practice is most com-

mon in the U.K., it is starting to be-
come more prevalent elsewhere,
with corporations in the U.S., Can-
ada and the Netherlands considering
the feasibility of the structure, said
Mr. Hommel.

The liquid held by the pension
scheme will be a maximum of three
years old and will therefore not be
old enough to be bottled as whisky.
Once the liquid reaches three years
old and becomes usable, Diageo will
take back the stock and replace it
with fresh liquid, thereby ensuring
that the value of the stock held re-
mains constant at £430 million.

After 15 years, the pension
trustee will sell its share of the part-
nership back to Diageo for an
amount equal to the remaining defi-
cit and no more than £430 million.

The deal provides the pension
fund with an immediate and signifi-
cant reduction in its deficit, a diageo
spokesman said, while having no im-
pact on the drinks giant’s free cash-
flow. It also ensures Diageo retains
complete control over its ability to
use the liquid, he said.

Diageo will continue to make the
annual £50 million payments and
also made a one-time payment of
£197 million into the pension fund as
agreed under the 2006 funding plan.

The Diageo spokesman said the
deficit was not significant when
compared with Diageo’s assets and
cash flow, however, and will be
much lower when Diageo reports its
results in August. Diageo’s pension
fund has 62,000 members of which
4,000 are current employees.

BY MICHAEL CAROLAN
AND MOLLY NEAL

Diageo, maker of Johnnie Walker and other brands, is pledging 2.5 million barrels of whisky to pension-fund trustees.
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Global output loses steam
across the region fell to a four-
month low of 55.6, from 55.8 the
month before, according to Markit.

Growth eased in China as well. In
recent months Chinese authorities
have moved to rein in the surging
economy and prick potential asset
bubbles, and Thursday’s data sug-
gested those steps are beginning to
take hold.

China’s manufacturing index fell
to 52.1 in June from 53.9 a month
earlier, the China Federation of Lo-
gistics and Purchasing said. It was
the second month in a row that the
data showed slower growth.

The trend was repeated across
the Asia-Pacific region as India,
Australia, South Korea and Taiwan
all experienced more sluggish
growth. While that’s likely to
heighten concerns that the exit from
the global recession has hit a signif-
icant speed bump, economists noted
that Asia’s economic growth re-
mains generally strong.

“What this likely signals is slow
growth in the third quarter. But the
data is not consistent with a hard
landing,” HSBC senior Asian econo-
mist Frederic Neumann says. “To
the extent that we see this as a nor-
malization—and not a double-dip
recession—the support that Asia
lends to the world economy should
still be there for the foreseeable fu-
ture.”

Continued from first page As factory growth slowed else-
where in Asia, Japan was going the
other way. Sentiment among manu-
facturers in that nation turned posi-
tive for the first time in two years
in the second quarter, according to
the Bank of Japan’s quarterly
tankan survey. Japan’s manufactur-
ing index rose to 1, from minus-14
for the first quarter. The figure rep-
resents the percent of companies
saying business conditions are good,
minus the percentage saying condi-
tions are bad.

The U.S., meanwhile, continues to
face severe headwinds from a weak
job market. New claims for unem-
ployment benefits rose by 13,000 to
a seasonally adjusted 472,000 for
the week ended June 26, the Labor
Department said Thursday. The
four-week moving average for such
claims, which smooths volatility in
the data, also increased by 3,250 to
466,500.

Signs of weakness in other cor-
ners of the U.S. economy emerged
Thursday as well. An index of pend-
ing home sales dropped 30% to 77.6
in May, down from 110.9 in April,
the National Association of Realtors
said. The index is based on contract
signings. The decline comes after
three months of gains as buyers
rushed to take advantage of a home-
buyer tax credit which expired at
the end of April.

Construction spending also de-
clined 0.2% to a seasonally adjusted
annual rate of $841.9 billion in May,
from the prior month and is 8% be-
low year-ago levels, the Commerce
Department said. Private construc-
tion declined while public construc-
tion spending increased.

—Nicholas Winning
and Tomoyuki Tachikawa
contributed to this article.

The euro zone’s
manufacturing machine
also lost momentum, but
only slightly.
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Europe

n The U.K. manufacturing sector
fell into step with the slowing
euro zone in June, as the pace of
expansion eased back from the re-
cord high reported for April and
May. The setback highlighted U.K.
government concerns that the
country needs a strong recovery
in the euro zone to fuel its own
GDP growth.

n Sweden’s central bank raised
its key interest rate for the first
time in nearly a year, but the
krona tumbled as the Riksbank
gave a surprisingly gloomy assess-
ment of the likely impact of eco-
nomic stresses in the euro zone.

n In France, the trial of a man ac-
cused of exploiting Europe’s rich-
est woman, L’Oréal heiress Liliane
Bettencourt, was postponed be-
cause of new evidence in the form
of secret recordings, made public
last month.
n French President Nicolas
Sarkozy is seeing his ratings drop
as he introduces austerity mea-
sures and tries to raise the retire-
ment age. The Bettencourt record-
ings are also causing trouble for
Sarkozy because they hint both at
financial wrongdoing by the heir-
ess and ties between her and
high-profile minister Eric Woerth.

n Polish voters will pick their
new president on Sunday, choos-
ing between two rival conserva-
tives in a tight election brought
forward several months by the
death of President Lech Kaczynski.
Bronislaw Komorowski of the rul-
ing center-right Civic Platform
party is favorite to win, according
to opinion polls, with financial
markets largely pricing in his elec-
tion victory.

n Doubts over the ability of Eu-
rope to force its banks to come
clean about their problems grew,
after a German central banker ad-
mitted regulators can’t force
banks to comply with demands for
transparency. The comment came
a day after a meeting between
German banks and regulators on
planned stress tests to measure
banks’ exposure to bad debt.

n Spain’s sky-high unemployment
and a backlash against foreign
workers sparked by the downturn
have put the brakes on what ex-
perts consider one of developed
world’s biggest immigration
booms in modern times. Immi-
grant arrivals have dwindled to a
trickle, and there has been an out-
flow of workers from some major
feeder countries such as Ecuador.
n The Spanish Treasury sold
€3.5 billion ($4.3 billion) of a five-
year government bond, the maxi-
mum it planned to sell, proving
that it is still able to finance itself
via the market despite worries
that emerged after a ratings warn-
ing by Moody’s.

n Pope Benedict told a German
bishop who resigned amid accusa-
tions of physical abuse, sexual ha-
rassment and alcoholism that he
must take time for silent prayer,
treatment and reconciliation if he
wants to return to pastoral work.

n British art collector Charles
Saatchi is donating his London
gallery, including more than 200
works valued at more than £25
million ($37 million), to the nation
as a new modern art museum. The
gallery said the works by artists
including Tracy Emin and Grayson

Perry will be given to the govern-
ment and the Saatchi Gallery re-
named the Museum of Contempo-
rary Art, London.

n Denmark increased taxes on
cigarettes, ice cream, sweets and
other products in an effort to
make Danes healthier. The reform
also means taxes have increased
on soft drinks and flavored alco-
holic beverages.

n The European Commission put
forward a new compromise solu-
tion to try to break a 30-year im-
passe that is preventing the adop-
tion of a European Union-wide
patent system. Under the new
proposal, a three-language sys-
tem—German, English,
French—would be adopted, signif-
icantly reducing translation costs.

i i i

U.S.

n A slew of data pointed to slow-
ing growth throughout the econ-
omy, from slower manufacturing
growth to elevated claims for job-
less benefits and declines in home
construction and pending sales.

n Federal prosecutors are seek-
ing the detention of four defen-
dants in the alleged Russian spy-
ring case after the group’s alleged
money man, caught in Cyprus,
jumped bail and disappeared. The
prosecutors say they have years of
wiretap recordings and have de-
crypted more than 100 messages
exchanged between one couple
and their handlers in Moscow.
n Russia’s Foreign Ministry re-
peated that it was ready to pro-
vide consular assistance to the

suspects, most of whom allegedly
had spent years operating under
false names, blending in and pre-
tending not to be Russians.

n President Barack Obama laid
out his case for an overhaul of im-
migration laws and challenged Re-
publicans who once backed the
idea to again come forward. It was
the first speech devoted to the is-
sue since Obama became presi-
dent and came as many advocates
of an immigration overhaul, par-
ticularly in the Hispanic commu-
nity, have become increasingly
frustrated by a lack of action.

n The American Civil Liberties
Union challenged the constitution-
ality of the “no-fly” list used by
the U.S. government to keep sus-
pected terrorists off of commer-
cial airplanes, arguing in a federal
lawsuit that the no-fly list
amounts to a “fundamental depri-
vation of rights.”

n Boston University scientists
said they discovered a genetic sig-
nature of longevity by analyzing
the heredity of the world’s oldest
people. They expect soon to offer
a free test that could let people
learn whether they have a predis-
position to live to a very old age.

i i i

Americas

n Argentine President Cristina
Kirchner and her husband and
predecessor, Nestor, are enjoying
a resurgence ahead of next year’s
presidential election, after more
than two years in which Argen-
tines had grown increasingly dis-
enchanted with them.

n In Mexico, the brother of a gu-
bernatorial candidate assassinated
in a northern state was named to
run as his replacement in this
weekend’s election. Egidio Torre
said he consulted with his family
before agreeing to run for gover-
nor of Tamaulipas state, across
the border from Texas.

i i i

Asia

n Manufacturing growth in
China, India and South Korea
slowed for a second straight
month in June. Japan’s big manu-
facturers showed optimism for the
first time in two years, the June
tankan survey indicated, signaling
that expansion in exports has
helped light a fire under sluggish
domestic demand.

n China lashed out at the EU
over an antidumping investigation
into a type of wireless modem.
The flare-up between China and
its largest trading partner, days
after Beijing finalized antidump-
ing duties on steel fasteners from
the EU, highlights the risk that
trade spats could complicate the
global economic recovery.

n China said U.S. Defense Secre-
tary Robert Gates is welcome to
visit, weeks after it rejected a pro-
posed trip by him.

n Philippine President Benigno
Aquino III’s decision to launch
high-profile investigations into al-
leged corruption during his prede-
cessor’s administration may help
burnish his antigraft credentials.
But it could also complicate his ef-
forts to push much-needed eco-

nomic and investment reforms,
analysts warned.
n The Philippines’ new finance
secretary said balancing the bud-
get isn’t a priority, given the need
to invest in projects important to
the economy.

n North Korea called for a new
probe with Seoul into the sinking
of a warship, “to verify objectively
the truth of the incident.”

n Singapore real-estate prices
jumped to a record high in the
second quarter as the city-state’s
economic recovery broadened.

i i i

Middle East

n Hamas and Hezbollah, groups
that have long battled Israel with
violent tactics, have begun to em-
brace civil disobedience, protest
marches, lawsuits and boycotts.
Officials from Hamas point to the
recent Israeli raid on a Gaza-
bound flotilla as evidence there is
more to gain by getting Israel to
draw international condemnation
through its own use of force.

i i i

Africa

n Senegal’s spiritual chief, who
assumed leadership of its most
powerful Muslim brotherhood
three years ago, has died. Serigne
Bara Falilou Mbacke was 85.

WORLD WATCH

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

Protesters dressed as the character V from ‘V for Vendetta,’ who works to destroy a totalitarian government, attend a prodemocracy rally. Thousands massed on
the streets on the 13th anniversary of the former British colony’s return to China—but in a victory for Beijing, this year’s gathering revealed deep divisions in the
political opposition. Hecklers besieged Democratic Party members, accusing them of selling out by striking a deal with Beijing on conservative electoral changes.

Agence France-Presse/Getty Images

In Hong Kong, protesters rally on anniversary of former colony’s return to China
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Spy-suspectdetentionsought
U.S. prosecutors sought to detain

until trial alleged Russian secret
agents arrested over the weekend,
in part because another alleged
agent fled after being released on
bail in Cyprus, where police contin-
ued to hunt for him Thursday.

A court filing in New York asked
a judge not to grant bail to four of
the alleged agents due in court
Thursday, and prosecutors plan to
make similar requests for six others
in custody, according to U.S. offi-
cials.

In Cyprus, meanwhile, Christo-
pher Metsos, the alleged moneyman
in the spy ring, was arrested this
week as he tried to board a flight. A
judge granted him bail, with the
agreement that he surrender his
passport and report regularly to a
police station.

“Within 24 hours of being bailed,
Metsos simply disappeared,” prose-
cutors said. “There is little need
here for speculation as to what will
happen if the defendants are per-
mitted to walk out of the court pur-
suant to a release order; as Metsos
did, they will flee.”

Federal prosecutors said in a
court filing in New York that they
have years of wiretap recordings on
four of the defendants—Vicky Pe-
laez, those who went by the names
Richard and Cynthia Murphy, and
Juan Lazaro.

Prosecutors said they have de-
crypted more than 100 messages ex-
changed between the Murphys and
their handlers in Moscow for the
SVR intelligence agency.

Prosecutors also alleged that Ri-
chard Murphy was told by handlers
in 2008 that one way to collect in-
telligence would be to become ac-
tive in political campaigning for the
local Democratic and Republican
parties in New Jersey, where he
lived.

In the court filing, prosecutors
allege that Mr. Lazaro confessed af-
ter he was arrested and advised of
his right to refuse to answer ques-
tions.

Prosecutors claim that Mr. La-
zaro said he wasn’t born in Uruguay,
as he had previously claimed, and
that his real name wasn’t Juan La-
zaro. He refused to provide his real
name. He also told investigators
that his home in Yonkers, N.Y., was
paid for by the “service,” prosecu-
tors allege.

Mr. Lazaro further said that his
wife traveled to South America in
2000 and delivered a letter to the
SVR on his behalf.

In a search of safe-deposit boxes

associated with the Murphys, inves-
tigators found eight unmarked enve-
lopes that each contained $10,000 in
apparently new $100 bills. They said
there was no indication the Mur-
phys’ children “have any inkling
that their parents are, in truth and
in fact, Russian secret agents.”

Prosecutors describe the alleged
agents, except for Ms. Pelaez, as
“highly trained” by the SVR. They
note that for the alleged Russian
agents to be out of the reach of U.S.
authorities, they wouldn’t even need
to leave the U.S. and could just seek
refuge at the Russian consulate or
Russia’s U.N. mission in New York
City.

In criminal complaints filed
Monday, prosecutors alleged that
Russian diplomats posted in the U.N.
mission regularly interacted with
the alleged agents, passing on
money and getting information via
computers linked through a sophis-
ticated private network.

The SVR handlers referred to
other Russian spies, using the code
word “tech. people in NY,” according
to messages federal investigators in-
tercepted, prosecutors allege.

Meanwhile, judges postponed
bail hearings for five of the suspects
to give their lawyers more time to
prepare.

Donald Heathfield and his wife,
Tracey Lee Ann Foley, of Cambridge,
Mass., appeared in federal court in
Boston on Thursday for a bail hear-
ing, and a judge granted a delay un-
til July 16. Mr. Heathfield’s lawyer,
Peter Krupp, said the evidence re-
vealed so far against his client was
“extremely thin.”

In Alexandria, Va., a judge post-
poned until Friday the hearings of
Mikhail Semenko, Michael Zottoli
and Patricia Mills, all of Arlington,

Va.
Anna Chapman appeared in court

Monday. Prosecutors still have to re-
quest her pretrial detention.

The Murphys, Mr. Lazaro and
Ms. Pelaez were to go before a judge
in New York later Thursday.

Cypriot authorities Thursday
stepped up an island-wide manhunt
Mr. Metsos after he failed to report
Wednesday to local police, as re-
quired under the Cypriot court or-
der.

He had been arrested Tuesday
and released on bail, over the objec-
tions of U.S. authorities and Cypriot
prosecutors, who argued that Mr.
Metsos posed a risk of flight.

Police said they had increased
surveillance at all entry and exit
points in Cyprus and circulated a
picture of the suspect to local me-
dia.

“We have some leads, and we
hope to arrest him soon,” Justice
Minister Loucas Louca told report-
ers. Mr. Louca also said that the
court order to release Mr. Metsos on
bail “may have been a mistaken de-
cision.”

U.S. Justice Department spokes-
man Dean Boyd said: “We’re disap-
pointed that Christopher Metsos
was released on bail following his
arrest in Cyprus. As we had feared,
having been given unnecessarily the
chance to flee, Mr. Metsos did so.”

Mr. Metsos, 54, is accused by
U.S. authorities of being the pay-
master for a network of Russian
spies operating in the U.S.

He was arrested by Cypriot po-
lice acting on a warrant from the
U.S. as he attempted to board a
flight to Hungary. At the time, Mr.
Metsos was traveling on a Canadian
passport after having spent roughly
two weeks in Cyprus, where, accord-

ing to the police, he was acting as a
tourist.

He was then arraigned in a Cy-
priot court and was ordered to sur-
render his travel documents and re-
main in Cyprus pending extradition
hearings scheduled for July 29. He
was set free on bail of approxi-
mately €26,000, or about $32,000,
and ordered to report daily to the
local police.

His flight, an embarrassment to
the Cypriot government, has
sparked concerns that Mr. Metsos
might try to leave the island by slip-
ping into the Turkish-occupied
northern part of the Mediterranean
island.

Cyprus has been divided since
1974, when Turkey occupied the
north in response to an Athens-en-
gineered coup aimed at uniting the
Mediterranean island with Greece.
The northern republic is recognized
only by Turkey, which maintains
troops on the Turkish Cypriot side,
while the Greek Cypriot south en-
joys international recognition.

The Turkish part of the island
has no extradition treaties but does
have regular air and ferry links with
Turkey and several countries in the
Middle East.

“He’s probably either left the
country or otherwise crossed into
the occupied territories by now,”
said a Cypriot immigration official.

Greek Cypriot authorities have
requested cooperation from their
Turkish counterparts in the north,
police officials said.

U.S. Ambassador to Cyprus Frank
Urbancic raised the issue of Mr.
Metsos’s arrest with Greek Cypriot
President Dimitris Christofias on
Thursday, embassy officials said.

—The Associated Press
contributed to this article.

By Evan Perez
in Washington

and Alkman Granitsas
in Larnaca, Cyprus

A courtroom sketch of spy suspects Tracy Lee Ann Foley, left, and her husband, Donald Heathfield, third from left,
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Polish voters will pick president Sunday
WARSAW—Polish voters will pick

their new president on Sunday,
choosing between two rival conser-
vatives in a tight election brought
forward several months by the death
of President Lech Kaczynski.

Bronislaw Komorowski of the rul-
ing center-right Civic Platform party
is favored to win, according to opin-
ion polls, with financial markets
largely pricing in his victory.

His presidency is expected to re-

move the presidential veto threat,
allowing the government to pursue
declared austerity measures. The
plans are part of an effort to cut Po-
land’s high budget deficit to 3% of
gross domestic product in 2012.

The largest of the former com-
munist states to have joined the
North Atlantic Treaty Organization
in 1999 and the European Union in
2004, Poland has a constitutional
system of checks and balances in
which the president exercises the
right of veto, makes key nomina-

tions and influences foreign and se-
curity policy.

Mr. Komorowski, who is the
lower house speaker and acting
president, is seen as more market-
friendly than his fiscally expansive
rival, Jaroslaw Kaczynski, the identi-
cal twin brother of Poland’s late
president, who died in April in an
airplane crash in western Russia.

Both contenders in the presiden-
tial race are ethically conservative,
but differ strongly on Poland’s for-
eign policy and, to a lesser extent,

on the economy.
Mr. Komorowski is seen as more

conciliatory toward Poland’s neigh-
bors Russia and Germany. He also
backs the government’s privatiza-
tion agenda and plans to cut red
tape.

According to three opinion polls
published by GfK Polonia, SMG/KRS
and Homo Homini pollsters after the
first round of voting in June, Mr. Ko-
morowski could win between 52%
and 54% of the vote, with 41% to
42% going to Mr. Kaczynski.

BY MARCIN SOBCZYK

Sweden
raises rates,
frets over
euro zone

Sweden’s central bank raised its
key interest rate Thursday for the
first time in nearly a year, but the
Swedish krona tumbled as the Riks-
bank gave a surprisingly gloomy as-
sessment of the likely impact of eco-
nomic stresses in the euro zone.

As economists had predicted, the
Riksbank raised interest rates by a
quarter of a percentage point to
0.5%, as the Swedish economy con-
tinues to recover from the global fi-
nancial crisis.

“The Swedish economy is devel-
oping strongly following the severe
downturn,” the Riksbank said in a
statement. “The repo rate now
needs to be raised gradually.” The
rate had stayed untouched at 0.25%
since July 2009, after being cut by
4.50 percentage points in response
to the financial crisis at the end of
2008.

However, two of the six rate-set-
ting monetary-policy committee
members voted to stay on hold, and
the central bank trimmed its future
interest-rate path based on expecta-
tions for lower growth in the euro
zone.

That has shaken previously con-
fident expectations for a steady
grind higher in Swedish interest
rates, knocking the krona. The euro
jumped by nearly 0.5% to 9.60 krona
on the news.

“I was not surprised by the scale
of the rate rise, but I was surprised
to see the Riksbank being so explicit
in its concern about the euro zone,”
said Daragh Maher, a currencies an-
alyst at Crédit Agricole in London.

The krona has been a top pick
among many profit-seeking curren-
cies funds as the country’s solid
economic fundamentals point to
steady growth and higher interest
rates, in sharp contrast to long-run-
ning stresses in the euro zone and
elsewhere.

“This may temper some of the
speculative inflows, but whichever
way you look at it, the Riksbank is
now hiking well ahead of the Euro-
pean Central Bank, and the Swedish
economy is likely to grow faster,”
Mr. Maher said. That points to fur-
ther currency strength ahead. A
shaky tone in global equities may
also be contributing to the krona’s
burst of weakness, he added.

BY JOHAN ANDERBERG
AND KATIE MARTIN

Source: WSJ Market Data Group

Euro boost
How many Swedish kronor
one euro buys
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Pantene reinvents to wash away bad hair days
Believing better data leads to

happier shoppers, Procter & Gam-
ble Co. recently mobilized its mar-
ket researchers to scientifically
define those infinitely varied un-
happy days when a woman’s hair
has gone rogue.

They are the dreaded bad hair
days, and P&G has put them at the
center of a massive research and
advertising effort aimed at win-
ning back women to Pantene
shampoos and conditioners. At
stake are millions of dollars in
sales lost during the recession,
when consumers cut back discre-
tionary spending and economized
on things like hair products.

Scientists at the consumer-
products giant surveyed women
and found they felt less “hostile,”
“ashamed,” “nervous,” “guilty” or
“jittery,” depending on the hair
products they used, while at other
times they said they felt more “ex-
cited,” “proud” and “interested.”

Users of a new version of Pan-
tene, one researcher concluded,
“reported more joy than those in
the control group.”

With an estimated $3 billion in
world-wide sales, Pantene is one
of P&G’s blockbusters and the
longtime top-selling drugstore
brand. But it is still hurting from
the economic downturn, when
women traded down to low-priced
rivals like Suave and trendy
Tresemmé. In 2009, Pantene’s U.S.
sales dropped 9% to $812 million,
far steeper than the 3% decline for
shampoos, conditioners and styl-
ing products overall, Euromonitor
says.

Bad hair is a touchy subject,
and companies step cautiously
around the topic. Women blame
weather, a bad haircut or a bad
night’s sleep—but damaged, un-
healthy hair is a big factor in bad
hair, too, says David Rubin, direc-
tor of U.S. hair-care marketing at
rival Unilever.

Some 25% of women say they
feel they don’t want to leave the
house on a bad hair day, says Bob
Gorman, Alberto-Culver Co.’s U.S.
marketing director for Tresemmé.
Yet because bad hair is so subjec-
tive, it’s difficult to sell a “bad
hair” solution.

Women are fickle when it
comes to shampoo. Only about a
third of hair-care users say they
stick to a single brand, according
to market-research firm Mintel In-
ternational, and about half say
they switch between a couple of
brands; the rest say they change
“constantly.”

Shampoo tends to be bought
on impulse—meaning many
women keep some personal in-
ventory at home. “During the re-
cession, people used up what
they already had, and then they
consolidated to just one or two
products instead of three or
four,” says Thom Blischok, presi-
dent of global innovation and
strategy for SymphonyIRI Group,
a market-research firm.

In spring 2009, scientists at
P&G undertook research that was
extreme even by the company’s
standards, making a deep dive
into women’s feelings about their
hair. The effort capped years of
work at P&G to reformulate Pan-
tene products, redesign the pack-
ages and pare the line down from
14 “collections” to eight. Finally,
P&G created ads scientifically
proven to command attention.

“A ‘good hair day’ is the ulti-
mate goal of our work,” says Jeni
Thomas, a senior scientist at P&G,
shaking her own thick, smoothly
coiffed hair. “If you get it right,
it’s a huge emotional lift.”

P&G is famous for the lengths
it will go to get insights into its
customers’ needs—measuring
toothbrush strokes or counting
mascara coats and devising prod-
ucts that make users feel good.

Pantene, P&G figured, could do
more than wash your hair: It
could erase your negative feelings
about having unattractive hair.

The researchers administered
the Positive Affect Negative Affect
Schedule—a questionnaire psy-
chology researchers employ to
measure mood. P&G surveyed al-
most 3,400 women, who rated
how intensely they felt 20 specific
emotions in relation to their hair.
Then, about 1,300 women went on
to use Pantene hair products for
one week and afterward com-
pleted the questionnaire a second
time. About 900 of those women
used new Pantene formulas and
packaging, and about 400 used
the old version.

Both before and after using
Pantene, subjects rated how
strongly they experienced moods
ranging from “enthusiastic,” “de-
termined” and “inspired” to “hos-
tile,” “ashamed” and “irritable.”

“This allows us to understand
what people mean when they talk
about ‘bad hair,’ ” says Marianne
LaFrance, a Yale University pro-
fessor of psychology who analyzed
the P&G test data.

In a separate earlier study of
the hair-mood connection con-
ducted in 2000, Dr. LaFrance con-
cluded that “bad hair negatively
influences self-esteem, brings out
social insecurities and causes peo-
ple to concentrate on the negative
aspects of themselves.”

Comparing the new-Pantene
and old-Pantene groups, research-
ers got insight into how the sham-
poo and conditioner formulas
might affect someone’s emotional
state. Dr. LaFrance says overall,
she found a “statistically signifi-
cant difference” in the positive
emotion scores between the new
versus old product users.

P&G took a closer look at some
of the emotions a number of peo-
ple reported feeling—especially
“attentive.” “It raised a lot of in-
teresting questions we need to
consider on the power of a good
hair day,” Dr. Thomas says.

Finally, to test television ads
for new Pantene, P&G, working
with a firm it declines to name,
hooked viewers up for a high-res-
olution electroencephalogram,
placing caps on subjects’ heads to
measure their brainwaves as they
watched commercials.

“We know based on what’s fir-
ing in the brain whether or not we
were tapping into her emotions,
whether there is potential she will
remember it, and whether she is
paying attention to it,” says Cath-
erine Grzymajlo, a senior manager
in P&G’s consumer-market knowl-
edge group.

Brainwave activity guided
changes in Pantene’s commercials,
which began airing in May.
Pleased with the insights they
gained, P&G researchers say they
expect to do similar tests measur-
ing responses to ads in the future.

“The sky’s the limit in terms of
what we can do with it,” says Ms.
Grzymajlo.

BY ELLEN BYRON

THE QUIRK

A history of Pantene: the highlights
Pantene, named for the ingredient panthenol, was launched in 1947 by Swiss
drug company Hoffman-LaRoche. The high-end line featured glass bottles.

� 1960s

Pantene arrives in the U.S. It is sold in
luxury settings like the Waldorf
Astoria Hotel and Saks Fifth Avenue.

1970s �

Gold caps, introduced around 1975,
would become an iconic feature of the
brand’s packaging.

� 1985

P&G buys Pantene, with annual sales of about
$40 million, as part of the acquisition of con-
sumer-products maker Richardson-Vicks.

�1990s

P&G’s global expansion
of Pantene begins; sales
hit $1 billion in 1995.

� 2007

Simplified packaging was
meant to make selecting
Pantene products easier
—but sales would drop
sharply in the recession.
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EUROPE NEWS

Secret-tapes scandal delays L’Oréal trial
PARIS—The trial of a man ac-

cused of exploiting Europe’s richest
woman, L’Oréal SA heiress Liliane
Bettencourt, was postponed because
of new evidence that has triggered
criticism of a top cabinet minister.

Ms. Bettencourt’s only child,
Françoise Bettencourt-Meyers, filed
the lawsuit three years ago against
her 87-year-old mother’s photogra-
pher friend, François-Marie Banier.
The daughter says Mr. Banier, 63,
exploited her mother’s mental and
physical weakness to get her to give
him more than €1 billion ($1.2 bil-
lion) of gifts, including Matisse and
Picasso masterpieces and life-insur-
ance policies.

The trial was due to start Thurs-
day, but a judge in the Paris suburb
of Nanterre, where the case is being
tried, delayed the case to investi-
gate the new material—21 hours of
secret recordings made by Ms. Bet-
tencourt’s butler between May 2009
and May 2010 and made public last
month.

“We are more than a few months
away from knowing the truth,” Ms.

Bettencourt-Meyers’ lawyer, Olivier
Metzner, said after the hearing.

The “Bettencourt affair,” as it is
known in France, has attracted wide
attention because it focuses on the
private life of an heiress listed by
Forbes as Europe’s wealthiest
woman, and her political and social
links.

The recordings are causing trou-
ble for French President Nicolas
Sarkozy because they hint at finan-
cial wrongdoing by Ms. Bettencourt,
and ties between her and high-pro-
file Labor Minister Eric Woerth.
Conversations on the secret record-
ings between her and her financial
adviser, Patrice de Maistre, allude to
offshore accounts, fiscal fraud and
political involvement—and they also
discuss possible donations to Mr.
Woerth.

Mr. Woerth, who is spearheading
an overhaul of the retirement sys-
tem in France, has denied any
wrongdoing. He has said Ms. Betten-
court made donations within legal
limits to Mr. Sarkozy’s ruling UMP
party, of which Mr. Woerth was
treasurer at the time.

Any connections between Mr.
Sarkozy and the wealthy are contro-

versial in France. The president’s
approval ratings are sagging as he
introduces austerity measures and
tries to raise the retirement age.

Ms. Bettencourt has refused to
undergo court-ordered medical ex-
ams to establish her mental state,
and through her lawyer has said she
was happy to be generous with Mr.
Banier.

But the secret recordings give a
different impression. In them, the
daughter of the founder of French
cosmetics giant L’Oréal seems con-
fused and frail. At various points in
the recordings, Ms. Bettencourt
doesn’t recall having made Mr. Ban-
ier the sole beneficiary of her es-
tate, excluding her stake in L’Oréal,
which she already had given to her

daughter. Neither does she recall
giving him a private tropical island
in the Seychelles.

In court Thursday to plead for a
delay to review the secret record-
ings, Mr. Banier’s lawyer, Hervé
Temime, said his client welcomed
the trial. “Mr. Banier wants the
truth, all the truth and nothing but
the truth. Let’s go!”

The links between Mr. Woerth
and Ms. Bettencourt go beyond po-
litical donations, and several poten-
tial conflicts of interest have
sparked outrage from the opposition
Socialist Party. Mr. Woerth’s wife,
Florence, was one of Ms. Betten-
court’s wealth managers until she
quit last week after the publication
of the recordings. Her boss, Mr. de
Maistre, received one of France’s
highest honors, the Legion of Honor,
from Mr. Woerth. Both Mr. Woerth
and his wife deny any conflict of in-
terest.

French lawmakers are debating
whether to launch a parliamentary
probe into Mr. Woerth’s relation-
ships with Ms. Bettencourt.

Mr. Sarkozy has publicly sup-
ported Mr. Woerth, saying he is “the
incarnation of honesty.”

BY CHRISTINA PASSARIELLO
AND DAVID GAUTHIER-VILLARS

French photographer François-Marie Banier at Nanterre courthouse Thursday.
Re

ut
er

s

28 THE WALL STREET JOURNAL. Friday - Sunday, July 2 - 4, 2010

SPORT

FRIDAY
Netherlands vs. Brazil
This is one of the biggest

matches of the World Cup so
far. The Dutch reach the quar-
terfinals on a 23-game un-
beaten streak and have eight
straight wins in 2010. Brazil has
created more goal opportunities
than any other side, according
to FIFA. This will be the 10th
showdown between these
teams, with Brazil winning
three, the Netherlands two and
four draws. The winner here
will face the winner from Fri-
day’s game between Uruguay
and Ghana.

SATURDAY
Argentina vs. Germany
Like the Netherlands-Brazil

clash, this is a dream pairing.
On the Argentinian side, Lionel
Messi, who was supposed to be
a goal-making machine, has yet
to score but remains a huge
threat. Germany’s midfielder
Sami Khedira has said only a
team effort will be sufficient to
contain him. The last time both
teams met, Argentina won 1-0
in a friendly earlier this year.

Paraguay vs. Spain
Spain’s famous tiki taka

helped the team beat Portugal
and some expect their precise
short-passing style will do the
trick against Paraguay. Both
teams have played against each
other three times before, with
two of them ending in goalless
draws and Spain winning one
match. This is the first time
Paraguay has reached the quar-
terfinals, while famously under-
achieving Spain has never won
a quarterfinal match at the
World Cup. David Villa, who has
scored five of Spain’s last six
goals, is the man to watch.

Matches to watch

100

Source: FIFA

The Netherlands’ Arjen Robben
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Conformity strikes football
Rule changes and a new ball have forced World Cup teams to play a possession game

CAPE TOWN—Not so long ago,
the World Cup was football’s clash
of civilizations: the Italians played
deadbolt defense, the English al-
ways hoofed the ball upfield and the
Dutch could safely be relied upon to
run rings around everyone else.

But if there’s any lesson to be
gleaned from the eight teams that
remain in the 2010 World Cup, it’s
that the world’s game is getting ho-
mogeneous.

For reasons that range from re-
cent rules changes to the new Jabu-
lani ball, all eight of the survivors
essentially play the game the same
way. When Brazil faces the Nether-
lands in Port Elizabeth Friday, for
instance, the only simple way to tell
these teams apart will be their jer-
sey colors. “The Netherlands are a
good team, they play their football
like South Americans,” Dunga, Bra-
zil’s coach, said.

“All the teams are more or less
the same,” said Tostão, a member of
Brazil’s 1970 World Cup winning
side. “They have the same tactical
set-up.”

Today’s top teams are defined by
a technical, ball-playing approach
that for decades has been the hall-
mark of South American football.
It’s a philosophy that preaches
short-passing, pressuring opponents
deep in their own half and maintain-
ing possession. The five best teams
in this tournament—Brazil, Spain,
Argentina, Germany and Hol-
land—are the five most accom-
plished sides in terms of the number
of passes completed in South Africa,
FIFA statistics indicate.

According to statistics provider
Opta Stats, those countries also
comprise five of the top seven na-

tions in terms of passing accu-
racy—with a completion rate of
more than 84%.

This statistic also may help ex-
plain the exit of some traditional
football powerhouses: England com-
pleted a below-average 78% of its
passes in this World Cup—only the
18th best mark in the competition.
“Possession has become the domi-
nant factor in international football
and the countries that play the
short-passing, one-touch game are
the most successful,” said Andy
Cole, the former Manchester United
striker.

The creeping sameness in foot-
ball has been taking hold over two
decades. After the sterility of the

1990 World Cup, when this tourna-
ment reached a record low average
of just 2.21 goals per game, FIFA in-
troduced a number of rule changes
to encourage the attacking player,
including abolishing the back-pass
to the goalkeeper, outlawing the
tackle from behind and modifying
the off-side rule.

By forcing teams to abandon the
off-side trap and defend closer to
their own penalty areas, those
changes effectively stretched the
playing surface, opening up the mid-
dle of the field and promoting cre-
ative, attacking football. Further
changes to the off-side rule were
implemented in 1995 and again a de-
cade later as part of an effort to re-

turn the game to its artists.
The result: A sport that once fa-

vored often unskilled behemoths
now favors waif-like wizards like
Argentina’s Lionel Messi, Dutch
playmaker Wesley Sneijder and
Spanish duo David Villa and Xavi.

The rise of these diminutive
dribblers has been helped by a
crackdown on physical play. “When
I first came up, every time you
stepped on the pitch, you knew you
were in for a physical battle,” said
Tony Cottee, the former West Ham
United forward. Banning the tackle
from behind 20 years ago, Mr. Cot-
tee said, was the most visible part
of a deliberate attempt by official-
dom to clean up football.

In the past, teams with limited
technical ability still had a chance:
In the 1990s, using a collection of
beanpole strikers and a plan to
rough up the opposition at every
opportunity, Norway climbed to No.
2 in the FIFA rankings, reached two
successive World Cups and recorded
back-to-back wins over Brazil. (Not
bad for a nation of 4.8 million).

Nowadays, says Egil Olsen, the
Norweigan coach responsible for all
that glory, it could never happen.
“Now they play a different game,
with the ball to feet and shorter
passes,” he said.

By promoting skills and tricks
over brute force, today’s game has
forced defenders to reinvent them-
selves. The big and typically Euro-
pean defenders are no longer
needed because few opposing teams
still employ an intimidating colos-
sus at center-forward. Worse, they
are a liability to their own teams be-
cause of the tactic of pressing.

Pressing—the attempt to regain
possession by hunting in packs,
chasing opponents deep into their

own half and not giving them more
than a second to breathe—isn’t new
to football. In fact, it derived from
the Dutch sides of the 1970s and
striker Johan Neeskens’ habit of
chasing defenders into their own
territory.

But at a time when bone-crunch-
ing slide tackles have effectively
been outlawed, it’s become the key
to regaining possession. And it’s a
tactic that favors finesse over phy-
sique.

Like basketball’s full-court press,
the lack of respite anywhere on the
field—even when the ball is rolled
by the goalkeeper to a full-back—ex-
poses players with poor distribution
skills. It’s why the England team
looked lost in South Africa, while
technically adept Brazil and Spain
sprayed passes from one side to the
other.

“Look at Brazil—it’s the way they
win back possession that allows the
likes of Robinho and Kaká to play,”
said analyst John Barnes, a former
England team player. “Everyone in
the team has to be good on the ball,
or you’ll lose possession.”

The World Cup’s newly designed
ball has encouraged a short-passing
strategy. The Jabulani design soars
through the air at altitude, making
it hard to control once it’s off the
ground (accounting for the many
long passes that have been overhit
at this tournament.) Teams that
play the ball in the air have strug-
gled, while countries that prefer a
dribbling game have been less ham-
strung.

“You used to be able to out-mus-
cle and overpower South American
teams with crosses or corners,” said
Mr. Barnes. “The way the game has
gone, now you need to play them on
their terms.”

BY JONATHAN CLEGG

Striker David Villa, left, and defender Joan Capdevila in Spain’s 1-0 victory over Portugal in the round of 16. Spain will next face Paraguay on Saturday.
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By promoting skills over
brute force, today’s game
has forced defenders to
reinvent themselves.
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EUROPE NEWS

Here’s an idea
to help solve one
of the biggest
problems for some
members of the
euro zone: Cut

employer contributions to payroll
taxes.

Countries across Southern
Europe are not only suffering
fiscal problems: they are suffering
from poor competitiveness
compared with euro-zone partners
like Germany.

In the old days, they would
have devalued to lower wage costs
and stir exports and growth, but
now they can’t because they’re
locked into the euro. There is,
though, another way to cut real
wages, and that’s to cut taxes on
jobs.

One European country has
gone a step further: a flexible
payroll tax that can be cut when
economic times are hard and
increased during a boom.

The country is Finland, which
recognized when it joined the
euro in 1999 that it was
surrendering the right to use
exchange-rate adjustments to
stabilize its economy when bad
things happened.

Finland’s economy had
regularly suffered economic
shocks, since it depended heavily
on a single industry—forest
products—that accounted for 50%
of exports and 10% of gross
domestic product.

Hence, the flexible payroll tax.
When the country hit hard times,
the idea was that payroll taxes
would be cut, reducing the cost to
employers of hiring workers and
lowering the cost of labor at a
stroke.

Employees wage packets would
be unchanged but real wages
would be lower, achieving an
internal devaluation without using
the exchange rate. When times got
better, payroll taxes could be
ratcheted up, the equivalent of a
revaluation.

There’s one big drawback to
spreading the proposal to
Southern Europe: Governments
need money, and cutting taxes
risks increasing already gaping
budget deficits.

Finland didn’t have this
problem because it directed its
payroll-tax revenues toward a
buffer fund that allowed for tax
adjustments without creating
fiscal unbalances.

But would cutting payroll
taxes—either temporarily or
permanently—be practical for
Southern Europe’s uncompetitive
economies?

Steve Hanke, a professor of
applied economics at Johns
Hopkins University, argued in an
opinion page piece in The Wall
Street Journal this week that
Greece should abolish the
employer contribution to its
payroll tax. That would yield
about a 22% reduction in the
Greek labor costs, and the
government could make up the
revenues by getting rid of the
many exemptions for its value-
added tax.

If you assume that 50% of a
devaluation would be passed
through the economy in the form
of increased inflation, Mr. Hanke
says cutting the employers’
contribution would be the
equivalent of a 44% devaluation.

Whether so much inflation
would be passed through is a
question for debate. Nonetheless,
the professor’s argument could be
used to suggest a similar course
of action for other Southern
European governments.

Employer social security
contributions—the economic
equivalent of a payroll tax—are
about or above 20% of the total
wage bill in most of the countries
of Southern Europe.

According to 2009 data from
the Organization for Economic Co-
operation and Development,
Italian employers pay 24.3% of
wage costs in social security
contributions. In Spain, they pay
23%, in Portugal 19.2%, and, in
Greece, as Mr. Hanke says, 21.9%.
France is Europe’s champion,
where 29.7% of employer wage
bills are accounted for by social
security. In the U.K., the figure is
9.6%, and in Ireland, 9.7%.

Switching the tax burden from
payroll taxes to VAT also helps
shift economies toward an export
orientation, says Bert Brys, a tax
economist with the OECD. VAT
isn’t levied on exports, but it is on
all domestic consumption,
including imports.

Jeffrey Owens, head of tax at
the OECD, adds that if employers
respond to lower wage costs by
hiring more people, the impact on
government revenues could be
reduced.

Still, nobody thinks that the
lost revenue from payroll taxes
would all be made up in the short
run by increasing employment.

There are other drawbacks too.
If social security is directed into a
separate fund, as it is in some
countries, then other ways of
funding, for example, an aging
population will have to be found.
Also, consumptions taxes like VAT
are regressive because poor
people spend a greater proportion
of their income than the rich.

The answer to that, says the
OECD, is targeted help through
the tax and benefits system for
poorer people.

Back in Finland, officials say
the actual impact of their flexible
payroll tax hasn’t been big and
that other changes—including a
flexible work force, well-funded
companies and sound government
finances—have cushioned the
effect of last year’s downturn. The
economy contracted 7.8% last year
but the budget deficit was just
2.2% of GDP and unemployment is
below 10%.

“The idea was that changes in
social security should not be
procyclical but we didn’t give this
instrument too much importance,”
says Ilkka Kajaste, deputy director
general at the Finnish finance
ministry. “It was a political
gesture demanded by the trade
unions when we decided to join
the euro.”

But the instrument is still in
place—and it could conceivably
join forest products and mobile
phones as one of Finland’s more
notable exports.

[ Brussels Beat ]

BY STEPHEN FIDLER

Flexible payroll tax may be
Finland’s greatest export

LET THE
CLEAN
ECONOMY
BEGIN
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C-SUITE: TRAVEL

At airlines, it’s extreme makeover
U.S. carriers are refurbishing coach cabins in major overhauls meant to give passengers a better flying experience

Finally, it’s remodeling time at
the big U.S. airlines. After years of
delays, coach cabins of many pas-
sengers jets are getting leather
seats, roomier overhead bins, bet-
ter entertainment systems, Wi-Fi
access, more electrical out-
lets—and sometimes more seats
crammed into the same space.

Coach-cabin refurbishment was
largely postponed after the terror-
ist attacks of 2001, when years of

financial struggles left
little money for airlines
to invest in economy
class. What upgrades
were made went to

first-class and business-class cab-
ins, where higher fares make it
easier to justify the investment.

The condition of an airplane
cabin can dishearten any traveler.
When seat cushions and carpet
are frayed, overhead bins chipped
and entertainment equipment out-
dated, passengers quickly write
off service, carriers say. “Our cus-
tomer surveys show passengers
think planes are older and service
is not as good because interiors
are in bad shape,” said Tim Wag-
ner, a spokesman for AMR Corp.’s
American Airlines.

Now, US Airways Group Inc. is
putting leather seats in coach cab-
ins across its fleet. Continental
Airlines Inc. is putting power
ports in all its planes for coach
passengers. Delta Air Lines Inc. is
spending to put personal video-
on-demand screens in coach for
international passengers and up-
grading the former Northwest Air-
lines jets it acquired with blue
leather seats and better lighting
in coach. UAL Corp.’s United Air-
lines recently finished putting
leather seats in the A320s it used
to fly under its “Ted” low-fare
brand and now has started up-
grading to video-on-demand and
power plugs in coach on most of
its Boeing 777s. At American, a
scheduled refurbishment of Boe-
ing 757 coach interiors that was
canceled after the 9/11 attacks will
start next month.

“We just said, this needs to be
done. We can’t defer it any fur-
ther, we need to do it now,” said
Andy Severance, American’s man-
ager of cabin interior planning.

The biggest coach overhaul of
all is now under way on Ameri-
can’s 737s, the plane that will be
the backbone of the airline’s fleet.
At the company’s giant Tulsa,
Okla., maintenance base, where
more than 20 jets undergo repair
on a typical day, mechanics are
transforming 76 planes so the
original 737 fleet will match the
84 new orders.

Mechanics remove boxy TV
monitors hanging from the ceiling
and strip out ceiling panels, seats,
wires and lavatories on 737s,
some of which are only about 10
years old. Once the planes are gut-
ted, new interiors go in with LCD
flat-panels, power plugs in every
row, more overhead bin space, Wi-
Fi antennas and new seats.

With the interior remodeling
comes some trade-offs for travel-
ers: 12 additional seats are being
squeezed into the jets. Some of
the space comes from removing
two cabinets for extra drink carts
and using new seats that are thin-
ner. And some space gets taken

away from passengers. Many rows
will be pushed closer together.

American says its “seat
pitch”—the space allotted for each
row—will drop from 33 inches in
some rows and 32 inches in most
others on the 737s to 31 inches
throughout the cabin, except for
exit rows. The airline says 31
inches has become stan-
dard—Delta, Continental and
Alaska Airlines, a unit of Alaska
Air Group Inc., all fly 737-800s
with the same layout.

The new seats do have more
recline because the seat bottom
moves forward as you lean back.
American’s current 737 seats re-
clined 18 degrees; the new ones
tilt back 24 degrees, and when the
person in front of you reclines,
you actually get more knee room
as the seat moves forward.

Going from 148 seats to 160
seats means each airplane can
generate significantly more reve-
nue and help American better
compete with low-cost carriers,
the company says. “We’re spend-
ing some money, but it’s also mak-
ing us some money,” said Frank
Carter, a supervisor of the 737 re-
modeling project in Tulsa.

A prototype of the remodel
was completed in February, and
the second 737 overhaul was fin-
ished last weekend. It took 24
days, but the airline hopes it can
speed up the work to just 15 days.
Planes are going through the over-
haul four at a time, and the proj-
ect is expected to be completed by
the end of 2011.

Planes can either be flown
empty to Tulsa, a short hop from
either Dallas or Chicago for Amer-
ican, for the work, or they are
scheduled into Tulsa on passenger
flights and then taken out of ser-
vice, often replaced by an aircraft
just coming out of maintenance.
American recently added a 737
passenger flight between its Mi-

ami hub and Tulsa on weekends
just to bring planes to Tulsa for
the overhaul work and put com-
pleted 737s back into service.

The wiring is the biggest chal-
lenge of the remodel. An old air-
to-ground phone system that
American discontinued years ago
plus wiring for the audio-visual
system and old power ports that
required DC power adapters in-
stead of standard 110 volt AC
plugs all need to be stripped out
of wire bundles. Every three coach
seats get two plugs. Even wiring
for no-smoking lights is being re-
moved—decals now serve as a no-
smoking reminder. A wiring bun-
dle that was about 1.5 inches thick
and ran the length of the airplane
is turned into a bundle about the
diameter of a tennis ball and
stuffed into very small spaces.
“You have to do it surgically,” said
mechanic Kurt King. “The com-
plexity of the wiring system is
monumental.”

To make room for two addi-
tional rows of seats, mechanics
have to do extensive structural
work in the rear of the airplane.
The two lavatories in the rear of
the plane will be positioned fur-

ther back toward the tail in space
that had been occupied by bever-
age-cart storage.

That not only requires new
plumbing but also new structural
support beams underneath the
floor and new seat tracks for the
12 additional seats. A window on
each side that had been plugged
because it was blocked by the lav-
atory now has to be opened be-
cause seats will be beside it, and
new overhead bins have to be
added over the additional rows of
seats.

Instead of replacing all over-
head bins, American is making
them “bigger” with a trick many
flight attendants and road war-
riors already know. The airline is
installing new doors on the bins
that curve more. In addition, a
metal strip is going in at the
opening of the bins to prop up
luggage at an angle. That way,
rolling bags that wouldn’t fit
length-wise before now can extend
into the contour of the door, in ef-
fect creating a larger bin. (Flight
attendants often prop up big bags
with pillows or jackets to take ad-
vantage of the contour of bin
doors.)

In all, rebuilding the airplane
interior takes 17,000 man-hours,
American says. “It’s not the same
plane that Boeing gave us,” said
Marlana Marks, one of the engi-
neers who helped design the re-
modeling.

BY SCOTT MCCARTNEY

To remodel a Boeing 737, American Airlines technicians in Tulsa, Okla., strip the airplane’s interior down to the insulation and then rebuild it, adding new seats,
power plugs in every row and more overhead bin space, and upgrading the entertainment system. In all, the work takes about 17,000 hours per plane.
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WSJ.com
ONLINE TODAY: See photos from
the makeover of American Air-
lines’ planes at WSJ.com/Travel.

THE
MIDDLE
SEAT

Airplane remodel
American Airlines is renovating the
interiors of its 737-800s. A
snapshot of the new configuration:

� Total seats: 160, up
from 148

� Drop-down video
screens: 20

� Power ports: 112

� Number of parts in
entertainment system
being installed: 7,000

� Video storage: 350
gigabyte hard drive,
replacing 8-mm tape

� Length of wiring: Half-
mile

� Space for each coach
seat row: 31 inches, down
from 32 inches

� Angle of recline in
coach seats: 24 degrees,
up from 18 degrees

� Number of flight
attendants required:
Four, up from three
WSJ reporting

Overhead air hoses are attached to a Boeing 737 being refitted in Tulsa, Okla.
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EUROPE NEWS

Spain sees immigrant exodus
Cheap labor that fueled boom years is being forced to return home as economy collapses

MADRID—Alexandra Gorosabel
and her family came to Spain during
the past decade’s economic boom
determined to escape the poverty of
their home country of Ecuador. But
the collapsing Spanish economy and
tighter immigration restrictions
have dashed their dreams.

Ms. Gorosabel’s husband lost his
gardening job this year and she
could find only a few hours’ work as
a house cleaner, laboring illegally.
So in June, the 35-year-old Ms. Go-
rosabel decided to return to Ecua-
dor with her two children. “I’m
wasting my youth here, for noth-
ing,” she said, adding that she ex-
pects her husband will soon follow.

Spain’s sky-high unemployment
and a backlash against foreign
workers sparked by the downturn
have put the brakes on what experts
consider one of developed world’s
biggest immigration booms in mod-
ern times. Overall, immigrant arriv-
als have dwindled to a trickle, and
there has been an outflow of work-
ers from some major feeder coun-
tries such as Ecuador.

On Wednesday, Moody’s Inves-
tors Service put Spain’s triple-A
credit rating on review for a possi-
ble downgrade. The move follows
Fitch Ratings’ downgrade of Spain
from the coveted top rating. That
one-notch cut added pressure to the
euro and stocks. In April, Standard
& Poor’s cut Spain to double-A.

In Ecuador, remittances from
workers in Spain have fallen by 20%,
and the government has had to de-
vise programs to help returnees find
work and adapt psychologically to
their homecoming. In a recent inter-
view, Ecuadorean President Rafael
Correa said new European immigra-
tion policies represented a “historic
ingratitude,” pointing out that Latin
America opened its doors to Spanish
refugees after the rise of Francisco
Franco’s dictatorship in the 1930s.

During the prosperous decade
that ended in 2007, Spain main-
tained one of Europe’s most accom-
modating immigration policies, as it
sought laborers for surging con-
struction and service industries. An
amnesty for illegal immigrants, easy
procedures for immigrants to bring
over family members and aggressive
foreign recruitment saw immigrants
fill an estimated 40% of the six mil-
lion jobs Spain created in 1997 to
2007, according to the Organization
for Economic Cooperation and De-
velopment.

Over the past decade, Spain’s
foreign-born population has grown
more than 500%, to just over 5.7
million, making up more than 12% of
the population. Latin America is the
largest regional source of immi-
grants, but Romania and Morocco
are the top two individual sending
countries, followed by Ecuador.

When Spain’s construction-de-
pendant economy cratered amid the
global financial crisis, the govern-
ment sharply curtailed foreign-
worker recruitment programs and
stiffened penalties on employers of
illegal immigrants. Spain created a
Voluntary Return Program, paying
accumulated unemployment benefits
as an incentive to get legal immi-
grants to go home.

Immigrants have borne the brunt
of job losses and their unemploy-
ment rate has shot up to 30%, from
12% in 2007, compared with the 20%
national average.

The number of Ecuadoreans liv-
ing in Spain fell 26,357 in 2009, to
395,069, according to municipal reg-
istry rolls—considered the most re-
liable tally of immigrants in Spain.
Overall, Spain’s foreign-born popu-
lation grew just 1% in 2009, com-
pared with 17% in 2007, according to
municipal data. Even in deep reces-
sions, it is rare for a country to ex-
perience a decline in its foreign-
born population, said Jonathan Cha-
loff, OECD migration analyst.

Laura Tedesco, an Argentine po-
litical scientist who is a visiting pro-
fessor at the Autonomous University
of Madrid, says there is a limit to
how many migrants will abandon
Spain despite the hardship there.

“Many of these migrants are not
coming from cities like Quito, but
from the interior where there are no
basic services at all,” she says, add-
ing that even if they find little work
in Spain, many Latin American mi-
grants will decide to stay there, for
free health care and education.

Even though returning home is
the last recourse, Lorena Escudero,
head of Ecuador’s National Secretar-
iat for Migrants, notes that the
number of returnees was up sharply
last year from the U.S., as well as
Spain. (Overall, an estimated 1.5
million to three million of Ecuador’s
total population of about 14 million
works abroad.) In the past couple of
years, Ecuador has rolled out sev-
eral programs to assist returnees,
including the Cucayo Fund, a pro-
gram of financial grants and men-
toring aimed at helping returnees
set up businesses.

One grant recipient is Christian
Lopez, who returned in mid-2008
after a decade in Spain working in
construction and parcel delivery. He
invested the grant money, along
with the proceeds from the sale of
an apartment, into the Off Side rec-
reation center, featuring a restau-

rant and football pitch. The weak
Ecuadorian economy made the go-
ing tougher than expected at first.
But with his mentor’s help, Mr. Lo-
pez fine-tuned his business plan, re-
cently adding a football school.

Cucayo participants such as
Claudia Landivar, who came back
from Spain to start a cosmetics
business, say the guidance from the
mentor is as important as the grant
money. “I knew nothing of book-
keeping, until our mentor showed
us,” she says, adding that her busi-
ness is going well. “I feel lucky I’m
not in Spain today.”

—Joan E. Solsman in New York
contributed to this article.

BY MATT MOFFETT
AND JONATHAN HOUSE

Christian Lopez, right, set up the Off Side recreational center in Sangolqui, Ecuador, after returning from Spain in 2008.
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Spanish bond sale allays concerns
The Spanish Treasury sold €3.5

billion ($4.28 billion) of a five-year
government bond Thursday, the
maximum it planned to sell, proving
that it is still able to finance itself
via the market despite worries that
emerged after a ratings warning by
Moody’s Investors Service.

In a separate auction, France
sold just shy of €7.5 billion of three
long-term bonds, the maximum it
had planned to sell. A new 15-year
bond accounted for the bulk of the
sale. The bond, which will be
France’s new 15-year benchmark,

had been eagerly anticipated.
Spain’s auction is “alleviating

worries that the country would have
a hard time funding itself,” said Jan
von Gerich, senior analyst at Nordea
in Helsinki.

The auction came one day after
Moody’s warned Spain of a possible
downgrade to its triple-A rating, a
move that was described as unsur-
prising but nonetheless unfortunate
for Spain’s effort to sell its debt.
Moody’s also cited concerns over
the impact of rising funding costs in
the medium term.

The Spanish Treasury sold €3.5
billion of a 3% bond maturing in

April 2015, with the average yield
rising to 3.657% from 3.532% at the
previous auction of this bond on
May 6. The bid-to-cover ratio of 1.7
was below the 2.35 seen in May, but
that was due to the larger amount
on offer.

Ahead of the auction, economists
cited a number of supportive factors
that could work in Spain’s favor, ar-
guing that the yield was high, par-
ticularly compared with those of-
fered by other countries in the euro
zone, and domestic demand was
strong.

France sold a combined €7.452
billion of 2018, 2020 and 2026-

dated bonds. The latter one will be
the new 15-year French benchmark.
As was expected, the French Trea-
sury Agency allocated the largest
amount, €4.095 billion, to bids for
the April 2026 bond.

France’s combined sale was near
the upper end of the €6.5 billion to
€7.5 billion target range, which was
set lower than usual due to im-
proved tax revenue and good prog-
ress by the Treasury in raising
funds, said Mr. Robin of Natixis.

Indeed, France canceled an auc-
tion of long-term bonds for August,
saying it is “comfortable” with its
borrowing program.

BY EMESE BARTHA

German banks
dent hopes
for transparent
stress tests

FRANKFURT—Doubts over the
ability of Europe to force its banks
to come clean about their problems
grew Thursday, after a German cen-
tral banker admitted that regulators
can’t force banks to comply with de-
mands for full transparency.

The admission came a day after
a meeting between German banks
and their regulators on planned
stress tests to measure banks’ expo-
sure to bad debt.

Some of the banks had dug their
heels in and insisted on their legal
right not to publish confidential
data that would show clearly
whether a bank is properly capital-
ized or poses a threat to the finan-
cial system.

Such a right is enshrined in both
German and European Union bank-
ing law, giving banks the ability to
frustrate the ambitions of govern-
ments across the EU. European lead-
ers declared last month that they
would conduct and publish stress
tests of systemically important
banks in an effort to dispel fears
over the health of European finan-
cial institutions, or at least to accel-
erate the process of finding weak
spots and addressing them.

“The stress tests should be pub-
lished, but only on the basis of
agreement with the respective
banks,” Franz-Christoph Zeitler,
head of the banking supervision de-
partment of the Deutsche Bundes-
bank, told reporters on the sidelines
of a conference in Frankfurt.

The Committee of European
Banking Supervisors is preparing to
carry out stress tests on as many as
120 systemically relevant banks
across the EU, “in close coopera-
tion” with national bank regulators.
The tests are designed to show
whether banks would be able to deal
with certain negative shocks to their
loan and securities portfolios.

Mr. Zeitler was reluctant to give
any greater detail on what exactly
the regulators will test for. “The
scenarios haven’t yet been decided,”
he said. No one at CEBS was initially
available to comment on when the
committee would finally decide how
to structure the tests. Nor was any-
one immediately available to com-
ment at the European Commission.

Mr. Zeitler’s comments followed
unconfirmed German media reports
suggesting that the Bundesbank had
agreed with some banks that the
fully transparent, bank-by-bank pub-
lication of the test results could
cause more harm than good by
sparking an immediate panic among
the affected banks’ depositors and
creditors.

Last month, Bundesbank Presi-
dent Axel Weber had hinted at a
conference that the central bank fa-
vored the exhaustive publication of
individual test results, including for
the state-owned regional banks, or
Landesbanken, that many suspect of
hiding large unrealized losses on
their bond holdings and real-estate
loans.

“I’m disappointed that the
Bundesbank appears to be making
something of a retreat,” said Man-
fred Jäger-Ambrozewicz, an econo-
mist with the IdW research institute
in Cologne. “If the market knows
that there are good and bad banks
and only gets to see the average, it
will punish the whole sector.”

BY GEOFFREY T. SMITH

Inward turn
The annual growth of Spain's
foreign-born population slowed
dramatically last year in the face
of a deep recession.

Source: Spain’s National Statistics Institute
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Commodities Prices of futures contracts with the most open interest
EXCHANGE LEGEND: CBOT: Chicago Board of Trade; CME: Chicago Mercantile Exchange; ICE-US: ICE Futures U.S.MDEX: Bursa Malaysia
Derivatives Berhad; LIFFE: London International Financial Futures Exchange; COMEX: Commodity Exchange; LME: London Metals Exchange;
NYMEX: New York Mercantile Exchange;ICE-EU: ICE Futures Europe

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

Corn (cents/bu.) CBOT 384.50 11.00 2.95% 705.00 343.25
Soybeans (cents/bu.) CBOT 905.50 3.00 0.33 1,555.00 809.75
Wheat (cents/bu.) CBOT 499.75 19.50 4.06 762.75 442.50
Live cattle (cents/lb.) CME 89.900 -0.125 -0.14% 95.575 83.500
Cocoa ($/ton) ICE-US 3,041 97 3.29 3,522 2,237
Coffee (cents/lb.) ICE-US 168.25 2.40 1.45 180.95 121.75
Sugar (cents/lb.) ICE-US 16.28 0.22 1.37 22.78 11.79
Cotton (cents/lb.) ICE-US 76.45 0.07 0.09 100.50 53.87
Crude palm oil (ringgit/ton) MDEX 2,346.00 -27 -1.14 2,725 1,665
Cocoa (pounds/ton) LIFFE 2,408 34 1.43 2,461 1,579
Robusta coffee ($/ton) LIFFE 1,766 35 2.02 1,769 1,282

Copper (cents/lb.) COMEX 287.70 -7.35 -2.49 366.70 166.00
Gold ($/troy oz.) COMEX 1206.70 -39.20 -3.15 1,266.50 800.00
Silver (cents/troy oz.) COMEX 1779.00 -91.80 -4.91 1,986.50 1,338.00
Aluminum ($/ton) LME 1,949.00 -4.00 -0.20 2,481.50 1,564.50
Tin ($/ton) LME 17,400.00 -5.00 -0.03 19,175.00 12,320.00
Copper ($/ton) LME 6,388.00 -153.00 -2.34 7,970.00 4,820.00
Lead ($/ton) LME 1,719.00 4.00 0.23 2,615.00 1,580.00
Zinc ($/ton) LME 1,754.00 -8.00 -0.45 2,659.00 1,490.00
Nickel ($/ton) LME 19,250 -100 -0.52 27,590 14,405

Crude oil ($/bbl.) NYMEX 72.95 -2.68 -3.54 132.70 54.69
Heating oil ($/gal.) NYMEX 1.9385 -0.0758 -3.76 3.3990 1.4525
RBOB gasoline ($/gal.) NYMEX 1.9976 -0.0628 -3.05 2.4410 1.6910
Natural gas ($/mmBtu) NYMEX 4.880 0.228 4.90 10.810 4.140
Brent crude ($/bbl.) ICE-EU 72.34 -2.67 -3.56 91.41 56.40
Gas oil ($/ton) ICE-EU 618.75 -28.25 -4.37 755.00 499.00

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

Currencies London close on July 1
Per In

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

Argentina peso-a 4.9010 0.2040 3.9345 0.2542
Brazil real 2.2493 0.4446 1.8058 0.5538
Canada dollar 1.3252 0.7546 1.0639 0.9400

1-mo. forward 1.3254 0.7545 1.0641 0.9398
3-mos. forward 1.3261 0.7541 1.0646 0.9394
6-mos. forward 1.3273 0.7534 1.0655 0.9385

Chile peso 681.81 0.001467 547.35 0.001827
Colombia peso 2364.31 0.0004230 1898.05 0.0005269
Ecuador US dollar-f 1.2457 0.8028 1 1
Mexico peso-a 16.2101 0.0617 13.0134 0.0768
Peru sol 3.5208 0.2840 2.8265 0.3538
Uruguay peso-e 26.159 0.0382 21.000 0.0476
U.S. dollar 1.2457 0.8028 1 1
Venezuela bolivar 5.35 0.186929 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.4896 0.6713 1.1958 0.8363
China yuan 8.4467 0.1184 6.7810 0.1475
Hong Kong dollar 9.7108 0.1030 7.7958 0.1283
India rupee 58.0660 0.0172 46.6150 0.0215
Indonesia rupiah 11301 0.0000885 9072 0.0001102
Japan yen 108.45 0.009221 87.07 0.011486

1-mo. forward 108.40 0.009225 87.02 0.011492
3-mos. forward 108.28 0.009236 86.92 0.011504
6-mos. forward 108.07 0.009254 86.75 0.011527

Malaysia ringgit-c 4.0359 0.2478 3.2400 0.3086
New Zealand dollar 1.8171 0.5503 1.4588 0.6855
Pakistan rupee 106.628 0.0094 85.600 0.0117
Philippines peso 57.848 0.0173 46.440 0.0215
Singapore dollar 1.7408 0.5744 1.3975 0.7156
South Korea won 1530.59 0.0006533 1228.75 0.0008138
Taiwan dollar 40.104 0.02494 32.195 0.03106
Thailand baht 40.315 0.02480 32.365 0.03090

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

Euro zone euro 1 1 0.8028 1.2457
1-mo. forward 0.9999 1.0001 0.8027 1.2458
3-mos. forward 0.9996 1.0004 0.8025 1.2462
6-mos. forward 0.9992 1.0008 0.8022 1.2466

Czech Rep. koruna-b 25.760 0.0388 20.680 0.0484
Denmark krone 7.4499 0.1342 5.9807 0.1672
Hungary forint 287.18 0.003482 230.55 0.004338
Norway krone 8.0924 0.1236 6.4965 0.1539
Poland zloty 4.1681 0.2399 3.3462 0.2989
Russia ruble-d 38.771 0.02579 31.125 0.03213
Sweden krona 9.6289 0.1039 7.7300 0.1294
Switzerland franc 1.3231 0.7558 1.0622 0.9414

1-mo. forward 1.3224 0.7562 1.0616 0.9419
3-mos. forward 1.3207 0.7572 1.0602 0.9432
6-mos. forward 1.3176 0.7590 1.0578 0.9454

Turkey lira 1.9727 0.5069 1.5837 0.6315
U.K. pound 0.8241 1.2135 0.6616 1.5116

1-mo. forward 0.8241 1.2134 0.6616 1.5115
3-mos. forward 0.8241 1.2134 0.6616 1.5114
6-mos. forward 0.8243 1.2132 0.6617 1.5112

MIDDLE EAST/AFRICA
Bahrain dinar 0.4696 2.1294 0.3770 2.6525
Egypt pound-a 7.0952 0.1409 5.6960 0.1756
Israel shekel 4.8418 0.2065 3.8870 0.2573
Jordan dinar 0.8822 1.1335 0.7083 1.4119
Kuwait dinar 0.3619 2.7630 0.2906 3.4417
Lebanon pound 1869.10 0.0005350 1500.50 0.0006665
Saudi Arabia riyal 4.6717 0.2141 3.7505 0.2666
South Africa rand 9.6879 0.1032 7.7774 0.1286
United Arab dirham 4.5750 0.2186 3.6728 0.2723

SDR -f 0.8408 1.1893 0.6750 1.4815

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.

15 EUROPE Stoxx Europe 600 237.30 -6.02 -2.47% -6.3% 16.3%

11 Stoxx Europe 50 2304.61 -55.05 -2.33 -10.6 11.0

16 Euro Zone Euro Stoxx 241.16 -5.22 -2.12 -12.2 9.2

12 Euro Stoxx 50 2518.65 -54.67 -2.12 -15.1 6.3

15 Austria ATX 2227.47 -51.33 -2.25 -10.7 6.1

8 Belgium Bel-20 2336.12 -50.41 -2.11 -7.0 14.6

11 Czech Republic PX 1100.1 -3.8 -0.34 -1.5 24.1

21 Denmark OMX Copenhagen 357.73 -8.74 -2.38 13.3 32.0

15 Finland OMX Helsinki 6134.78 -116.26 -1.86 -5.0 9.4

14 France CAC-40 3339.90 -102.99 -2.99 -15.2 7.2

12 Germany DAX 5857.43 -108.09 -1.81 -1.7 24.1

... Hungary BUX 20835.94 -214.49 -1.02 -1.8 38.0

19 Ireland ISEQ 2796.55 -82.12 -2.85 -6.0 4.9

13 Italy FTSE MIB 18943.76 -367.99 -1.91 -18.5 0.1

18 Netherlands AEX 307.87 -8.94 -2.82 -8.2 21.8

10 Norway All-Shares 367.63 -11.44 -3.02 -12.5 10.7

17 Poland WIG 39366.83 -25.64 -0.07 -1.5 30.1

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

12 Portugal PSI 20 7019.28 -46.37 -0.66 -17.1 -1.4

... Russia RTSI 1288.72 -50.63 -3.78% -9.7 34.2

9 Spain IBEX 35 9178.2 -85.2 -0.92 -23.1 -4.8

15 Sweden OMX Stockholm 305.38 -7.58 -2.42 2.0 24.9

14 Switzerland SMI 5981.66 -146.40 -2.39 -8.6 11.7

... Turkey ISE National 100 54534.28 -305.18 -0.56 3.2 47.2

11 U.K. FTSE 100 4805.75 -111.12 -2.26 -11.2 13.5

3 ASIA-PACIFIC DJ Asia-Pacific 115.78 -0.74 -0.64 -5.9 9.4

... Australia SPX/ASX 200 4237.46 -64.04 -1.49 -13.0 9.3

... China CBN 600 21106.34 -317.40 -1.48 -27.4 -19.0

14 Hong Kong Hang Seng 20128.99 Closed -8.0 10.7

17 India Sensex 17509.33 -191.57 -1.08 0.3 19.4

... Japan Nikkei Stock Average 9191.60 -191.04 -2.04 -12.8 -6.9

... Singapore Straits Times 2820.35 -15.16 -0.53 -2.7 21.5

11 South Korea Kospi 1686.24 -12.05 -0.71 0.2 19.5

14 AMERICAS DJ Americas 274.10 -0.93 -0.34 -7.6 16.0

... Brazil Bovespa 60898.53 -37.37 -0.06 -11.2 19.5

16 Mexico IPC 31076.94 -80.03 -0.26 -3.2 28.8

*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 1.1958 1.8075 1.1258 0.1547 0.0384 0.1841 0.0137 0.3076 1.4896 0.1999 1.1240 ...

Canada 1.0639 1.6081 1.0016 0.1376 0.0342 0.1638 0.0122 0.2737 1.3252 0.1779 ... 0.8896

Denmark 5.9807 9.0401 5.6305 0.7737 0.1922 0.9206 0.0687 1.5386 7.4499 ... 5.6218 5.0014

Euro 0.8028 1.2135 0.7558 0.1039 0.0258 0.1236 0.0092 0.2065 ... 0.1342 0.7546 0.6713

Israel 3.8870 5.8754 3.6594 0.5028 0.1249 0.5983 0.0446 ... 4.8418 0.6499 3.6537 3.2505

Japan 87.0650 131.6031 81.9667 11.2633 2.7973 13.4018 ... 22.3990 108.4525 14.5577 81.8395 72.8081

Norway 6.4965 9.8198 6.1161 0.8404 0.2087 ... 0.0746 1.6713 8.0924 1.0862 6.1066 5.4327

Russia 31.1250 47.0470 29.3024 4.0265 ... 4.7910 0.3575 8.0075 38.7709 5.2042 29.2569 26.0283

Sweden 7.7300 11.6843 7.2773 ... 0.2484 1.1899 0.0888 1.9887 9.6289 1.2925 7.2661 6.4642

Switzerland 1.0622 1.6056 ... 0.1374 0.0341 0.1635 0.0122 0.2733 1.3231 0.1776 0.9984 0.8883

U.K. 0.6616 ... 0.6228 0.0856 0.0213 0.1018 0.0076 0.1702 0.8241 0.1106 0.6219 0.5532

U.S. ... 1.5115 0.9414 0.1294 0.0321 0.1539 0.0115 0.2573 1.2457 0.1672 0.9400 0.8362

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of July 01, 2010

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

... ... ALL COUNTRY (AC) WORLD* 268.25 0.66% -10.4% 9.5%

... ... World (Developed Markets) 1,041.32 0.65 -10.9 8.0

... ... World ex-EMU 125.00 0.89 -8.5 10.1

... ... World ex-UK 1,043.35 0.66 -10.3 8.4

... ... EAFE 1,348.11 0.25 -14.7 3.1

... ... Emerging Markets (EM) 917.99 0.74 -7.2 20.6

... ... EUROPE 84.40 -0.21 -4.4 17.6

... ... EMU 138.10 -0.93 -23.5 -3.7

... ... Europe ex-UK 91.17 0.27 -5.7 16.5

... ... Europe Value 89.72 0.18 -9.8 12.2

... ... Europe Growth 76.88 -0.56 0.9 22.8

... ... Europe Small Cap 161.71 -0.40 2.9 28.8

... ... EM Europe 287.97 -0.95 3.4 41.7

... ... UK 1,456.66 0.06 -9.4 15.3

... ... Nordic Countries 146.11 0.52 7.2 30.0

... ... Russia 681.91 -1.10 -8.6 24.6

... ... South Africa 688.09 -1.32 -2.7 14.8

... ... AC ASIA PACIFIC EX-JAPAN 382.01 0.81 -8.3 18.0

... ... Japan 520.99 -1.27 -8.3 -9.1

... ... China 60.09 -0.11 -7.3 9.0

... ... India 718.27 0.99 1.6 26.2

... ... Korea 478.93 -0.83 -0.4 25.2

... ... Taiwan 259.09 -1.39 -12.5 10.5

... ... US BROAD MARKET 1,152.97 0.99 -6.8 13.8

... ... US Small Cap 1,638.65 1.07 -1.9 23.5

... ... EM LATIN AMERICA 3,639.55 1.50 -11.6 22.4

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

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

Dow Jones Indexes
Price-to-

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

2.35% 16 Global TSM 2090.60 -0.60% 11.9%

2.41 16 Global Dow 1287.50 -2.09% 19.2% 1703.05 -0.45 5.9

2.92 13 Global Titans 50 157.80 -2.23 16.8 146.76 -0.59 3.8

2.84 16 Europe TSM 2181.20 -0.86 3.7

2.40 19 Developed Markets TSM 2018.21 -0.57 10.8

2.26 10 Emerging Markets TSM 3831.46 -0.84 21.8

3.25 24 Africa 50 825.70 -2.71 14.5 652.74 -1.07 1.7

2.61 13 BRIC 50 456.60 -2.29 31.2 542.13 -0.65 16.6

3.68 17 GCC 40 527.40 -2.80 0.0 416.89 -1.16 -11.2

2.03 19 U.S. TSM 10601.39 -0.42 16.3

6.08 22 Kuwait Titans 30 -c 177.25 -2.43 -23.9

1.71 RusIndex Titans 10 -c 3081.40 -5.24 37.9 4950.56 -3.98 22.2

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 580.80 -2.32% 63.7% 658.00 -0.63% 50.1%

5.68 15 Global Select Div -d 164.20 -2.39 31.4 175.07 -0.75 16.8

5.96 10 Asia/Pacific Select Div -d 239.79 -1.31 12.3

4.43 14 U.S. Select Dividend -d 303.61 -0.49 22.0

2.09 18 Islamic Market 1763.72 -0.63 10.8

2.62 13 Islamic Market 100 1711.70 -2.26 17.8 1824.46 -0.62 4.7

3.48 12 Islamic Turkey -c 1483.90 -3.07 39.4 2886.15 -1.41 27.9

2.85 15 Sustainability 819.80 -2.35 21.1 862.02 -0.71 7.6

4.51 19 Brookfield Infrastructure 1588.20 -2.18 31.8 1885.83 -0.54 17.1

1.39 22 Luxury 958.50 -3.26 41.9 1012.11 -1.63 26.1

3.15 10 UAE Select Index 214.27 0.38 -12.0

DJ-UBS Commodity 137.30 -2.91 15.5 124.15 -1.27 2.6

*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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U.S. NEWS

Obama presses his case
for immigration overhaul
President cites a ‘broken system,’ challenges Republicans to sign on

WASHINGTON—President Barack
Obama laid out his case Thursday
for an overhaul of immigration laws
and challenged Republicans who
once backed the idea to again come
forward.

It was his first speech devoted to
the issue since Mr. Obama became
president and came as many advo-
cates of an immigration overhaul,
particularly in the Hispanic commu-
nity, have become increasingly frus-
trated by a lack of action.

Mr. Obama, speaking at American
University, acknowledged “a failure
of those of us in Washington to fix a
broken immigration system.” He pre-
sented no new ideas or initiatives,
and it remained uncertain how the
measure could clear the Senate,
where Republican support is essen-
tial but no Republicans are on board.

The broad framework of the leg-
islation he favors has been clear for
some time, and Mr. Obama again en-
dorsed the underlying ideas. They in-
clude securing the U.S. border more
effectively, providing a path to citi-
zenship for those here illegally and
creating a guest-worker program.

The only way this can pass, he
said, is if Republicans sign on. “That
is the political and mathematical re-
ality,” he said.

Mr. Obama singled out his 2008
presidential rival, Sen. John McCain
(R., Ariz.), who co-sponsored immi-
gration legislation in 2006 and 2007
but has walked away from that
stance in the course of battling a
primary-election challenge from the
right.

“Now, under the pressures of par-
tisanship and election-year politics,
many of the 11 [Republicans] who
have voted for reform in past have
backed away,” the president said.

The result, he said, has been ef-
forts like those in Arizona, where
lawmakers made it a state crime to
be in the county illegally and police
are required to check the immigra-
tion status of those they encounter
in routine work. The Justice Depart-
ment is expected to file suit seeking
to block that law, but no announce-
ment to that effect was made on
Thursday.

Angie Kelley of the Center for
American Progress, a think tank
with close ties to the Obama admin-
istration, said she hoped the speech
would jump start the immigration
debate in Congress.

“It’s been on the back burner,
and it gets declared dead all the
time, so I think he gave it a pulse.
But whether it can get up and run to
the finish line, I’m not sure,” she
said after the speech.

In pushing for legislation, the
president may also make political
gains in advance of the November
elections. If Hispanic voters who
care about this issue are frustrated
with the White House, they may be
even more angry with Republicans
who block action in Congress.

The one Senate Republican who
was working on the issue, Sen. Lind-
sey Graham of South Carolina,
pulled out after Democrats signaled
they planned to consider immigra-
tion ahead of energy, an issue Mr.
Graham was also working on.

Energy has become the more ur-
gent matter for the Senate as Con-
gress works to respond to the Gulf
oil spill. Senate aides say it will be a
challenge to pass a comprehensive
energy bill this year, given the short
calendar ahead of the fall elections,
and next to impossible to consider
immigration.

The last time Mr. Obama was on
the American University campus was
for a rally during the 2008 cam-
paign, in which he received the en-
dorsement of the late Sen. Edward
Kennedy (D, Mass.) before a cheering
crowd of 6,000 in the basketball
arena. This time, the event was held
in an atrium of the School of Inter-
national Service with about 250 in-
vited, subdued guests. He wasn’t in-
terrupted for applause a single time.

BY LAURA MECKLER

President Obama, speaking at American University, made his first speech as president devoted to the immigration issue.

Associated Press

Grover
Norquist, the
veteran crusader
for tax cuts, has
seen a lot of
groups passionate

about a particular cause take a
seat at the Republican Party’s
table over the years. There are the
gun owners and the Christian
conservatives, the business lobby,
the defense hawks and the anti-
abortion activists.

But this year, thanks to the
tea-party movement, Mr. Norquist
has seen a new seat pulled up: the
cut-spending seat.

That is to say, there is now an
activist group within the
Republican orbit interested, first
and foremost, in demanding that
government spending be cut. Oh
sure, there have always been
people at the GOP table who said
they were for cutting spending,
but it wasn’t their A-1, top
priority.

That’s how federal spending
was able to rise 36%, while the
federal budget moved from
surplus to deficit, between 2001
and 2007, when President George
W. Bush and his Republican Party
were in full control.

But the last year has brought a
change, one already having real
political impact. There’s now a
large swath of voters who say that
cutting spending is at the top of
their list of concerns. Indeed, in a
Wall Street Journal/NBC News
poll this month, support for
spending cuts was the single
attribute most likely to make
voters enthusiastic about a
candidate for Congress this fall.

There’s little doubt that this
sentiment is, at least in some
measure, a result of the tea-party
movement, which sprang up
largely as a visceral reaction to
spending. “That’s what got this
whole thing started way back in
early 2009, when the stimulus bill
came out,” says Judson Phillips, a
Tennessee attorney and leader of
the Tea Party Nation, an
organization of activists. “People
just realized that we can’t afford
this, and we can’t spend our way
into prosperity.”

There followed opposition to
the health-care overhaul, and now
the tea-party movement has
splintered among activists with a
mishmash of other causes. “I
don’t know that this movement
right now has a unifying theme,”
Mr. Phillips says. But spending, he
says, was “the trigger.”

While the tea-party movement
isn’t formally affiliated with the
Republican party, many of its
adherents have found common
cause with the GOP, and
Republican leaders are eagerly
embracing them. And that means
embracing, and bending to, the
call to cut spending.

Ross Perot sounded a similar
call back in the 1990s, and got a
lot of traction, but his message
wasn’t precisely the same. The
Perot mantra was that deficits
were the problem, which is subtly
different from focusing on
spending. So while Mr. Perot

certainly called for cutting
spending on many programs, he
also advocated a 50-cent-a-gallon
gasoline tax and higher taxes on
Social Security benefits—positions
that would likely get him run out
of a tea-party rally.

Mr. Perot took 19% of the vote
in the 1992 presidential campaign
with his attack-deficits message.
Since then, it hasn’t been clear
that calls for cutting government
spending, while useful for
campaign sound bites, would
actually win votes in an election.
For everybody who wants a
government program cut, after all,
there’s somebody else who loves
the program and is just as likely
to punish the cutter at the ballot
box.

That’s what Mr. Norquist
thinks is changing. “If I’m a
congressman or I’m a candidate, I
have seen people talk about
spending the way they used to
talk about taxes or abortion or
guns,” he says. “Clearly this is a
vote-moving issue.”

And while the message has
resonance for Republicans,
Democrats aren’t deaf to it either.
Congress has balked in recent
weeks at extending unemployment
benefits, for example, and at
sending emergency aid to cash-
strapped states about to lay off
teachers and cops.

Some Democrats as well as
Republicans shied away from
spending the money, and that
simply wouldn’t have happened in
the past. Among other things, that
means spending-cut fever is
getting in the way of sending
more fiscal stimulus from
Washington out across the
country, fueling a debate about
whether this period of faltering
recovery from recession is really
the right time for Washington to
get into belt-tightening.

There’s also a big political gap
between talking about cutting
spending and actually doing it.
What will other groups around
that Republican table say when
cutting spending means slicing
deep into the defense budget, or
cutting the budget of the Export-
Import Bank, which supports
business sales abroad?

And will all the tea-party
crusaders really go along if
cutting spending translates into
reducing their Medicare and
Social Security benefits? In short,
the cut-spending movement has
begun, but its exact path isn’t yet
clear.

Capital Journal

BY GERALD F. SEIB

Tea-party call to cut
spending gains traction

No-fly list challenged
WASHINGTON—The American

Civil Liberties Union challenged the
constitutionality of the “no-fly” list
used by the U.S. government to keep
suspected terrorists off of commer-
cial airplanes, arguing in a federal
lawsuit that the no-fly list amounts
to a “fundamental deprivation of
rights.” The suit names attorney
general Eric Holder, Federal Bureau
of Investigation head Robert Muel-
ler, and director of the Terrorist

Screening Center Timothy Healy as
defendants. It contends that the no-
fly list violates due-process rights
guaranteed under the constitution
because individuals on the list have
no opportunity to “confront or rebut
the basis for their inclusion.”

The suit was filed on behalf of 10
individuals, including seven Ameri-
can citizens, who have recently been
denied boarding on flights to or
from the U.S. Six of the plaintiffs are
currently stuck overseas and cannot
return to the U.S.

BY KEITH JOHNSON

Tea Party members protest in May
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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 1.29 98.63% 0.01% 1.42 0.75 1.06

Eur. High Volatility: 13/1 1.92 95.84 0.01 2.16 1.11 1.54

Europe Crossover: 13/2 5.77 97.00 0.05 5.84 5.36 5.59

Asia ex-Japan IG: 13/1 1.43 98.04 0.01 1.72 0.87 1.19

Japan: 13/1 1.40 98.09 0.01 1.76 0.85 1.22

Note: Data as of June 30

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
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

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

JPMorgan $2,342 7.9% 28% 31% 24% 16%

Bank of America Merrill Lynch 2,240 7.6 24 33 16 27

Goldman Sachs 1,736 5.9 31 25 38 7

Morgan Stanley 1,561 5.3 33 28 33 6

Deutsche Bank 1,509 5.1 27 34 26 13

Credit Suisse 1,419 4.8 27 38 25 11

Citi 1,280 4.3 27 36 25 12

UBS 1,154 3.9 31 35 29 5

Barclays Capital 1,109 3.7 17 46 22 16

Source: Dealogic

Hedge funds
Dow Jones TOTAL RETURN for rolling periods, net of fees*
Hedge Benchmark One week One month One quarter Year to date One year

Merger Arbitrage -0.65% 1.05% -1.0% -0.6% 3.4%

Event Driven 0.33 0.84 -1.2 1.1 9.9

Equity Long/Short -0.89 1.43 -2.9 0.2 4.3

*Estimates as of 06/25/10, after fees; Source: www.djhedgefundindexes.com

Tracking
credit
markets �
dealmakers

Follow the markets
throughout the day with
updated stock quotes,
news and commentary at
WSJ.com.
Also, receive email alerts
that summarize the day’s
trading in Europe and Asia.
To sign up, go to
WSJ.com/Email
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Stoxx Europe 50: Thursday's best and worst...

Previous
close, in STOCK PERFORMANCE

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

BP PLC U.K. Integrated Oil & Gas 103,306,689 327.95 2.84% -45.3% -31.8%

Iberdrola Spain Conventional Electricity 43,846,535 4.64 0.24 -30.4 -15.4

Deutsche Telekom Germany Mobile Telecommunications 21,008,948 9.72 0.18 -5.5 15.9

BG Group U.K. Integrated Oil & Gas 7,817,738 1,002 -0.40% -10.7 -2.6

Banco Santander Spain Banks 60,661,490 8.70 -0.49 -24.7 3.8

Barclays U.K. Banks 86,684,470 255.35 -5.62% -7.5 -11.6

Royal Dutch Shell A U.K. Integrated Oil & Gas 14,879,895 19.75 -4.82 -6.4 12.7

L.M. Ericsson Telephone Series B Sweden Communications Technology 14,858,116 83.25 -4.58 26.3 9.4

Societe Generale France Banks 5,318,744 32.86 -4.20 -32.9 -8.5

AXA France Full Line Insurance 9,213,525 12.28 -3.69 -25.8 -3.4

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

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

Vodafone Group 159,591,964 138.35 -0.57% -3.7% 19.8%
U.K. (Mobile Telecommunications)
E.ON AG 9,608,668 22.04 -0.63 -24.6 -9.7
Germany (Multiutilities)
SAP AG 5,564,818 36.44 -0.65 10.4 29.8
Germany (Software)
Tesco 55,492,467 377.50 -0.67 -11.8 7.7
U.K. (Food Retailers & Wholesalers)
RWE AG 2,235,318 53.25 -0.87 -21.6 -4.6
Germany (Multiutilities)
Bayer AG 3,425,177 45.58 -0.92 -18.6 21.9
Germany (Specialty Chemicals)
France Telecom 15,086,260 14.15 -0.98 -18.8 -13.8
France (Fixed Line Telecommunications)
Telefonica 31,573,125 15.09 -1.08 -22.7 -5.6
Spain (Fixed Line Telecommunications)
Banco Bilbao Vizcaya Argentaria 43,212,993 8.51 -1.16 -33.1 -3.3
Spain (Banks)
Nokia 29,791,218 6.63 -1.27 -25.7 -36.5
Finland (Telecommunications Equipment)
UniCredit 500,185,266 1.82 -1.31 -18.8 6.8
Italy (Banks)
Diageo 4,770,020 1,042 -1.70 -3.9 15.1
U.K. (Distillers & Vintners)
Siemens 5,043,461 72.70 -1.78 13.2 53.1
Germany (Diversified Industrials)
Credit Suisse Group 9,537,626 40.19 -1.78 -21.5 -16.6
Switzerland (Banks)
Roche Holding 2,517,009 146.30 -1.88 -16.8 -0.7
Switzerland (Pharmaceuticals)
Nestle S.A. 10,478,485 51.20 -1.92 2.0 24.9
Switzerland (Food Products)
ABB Ltd. 13,434,836 18.59 -2.00 -6.8 12.5
Switzerland (Industrial Machinery)
Assicurazioni Generali 7,659,326 14.14 -2.01 -24.9 -2.8
Italy (Full Line Insurance)
British American Tobacco 4,222,122 2,091 -2.13 3.7 24.1
U.K. (Tobacco)
Rio Tinto 7,181,836 2,905 -2.16 -14.3 42.7
U.K. (General Mining)

Latest,
in local STOCK PERFORMANCE

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

Intesa Sanpaolo 121,055,232 2.14 -2.17% -32.1% -5.2%
Italy (Banks)
Allianz SE 2,790,967 80.07 -2.17 -8.1 23.3
Germany (Full Line Insurance)
Astrazeneca 5,788,718 3,093 -2.40 6.3 17.0
U.K. (Pharmaceuticals)
Unilever 7,181,631 21.99 -2.44 -3.3 27.6
Netherlands (Food Products)
HSBC Holdings 30,783,102 599.10 -2.62 -15.5 19.7
U.K. (Banks)
Sanofi-Aventis 5,491,378 48.23 -2.63 -12.4 13.9
France (Pharmaceuticals)
BASF SE 5,339,799 43.90 -2.68 1.0 59.0
Germany (Commodity Chemicals)
BNP Paribas 5,194,382 43.49 -2.86 -22.2 -2.4
France (Banks)
ArcelorMittal 14,006,129 21.72 -2.86 -32.5 -4.7
France (Iron & Steel)
GlaxoSmithKline 11,617,655 1,110 -2.93 -15.9 4.3
U.K. (Pharmaceuticals)
Total S.A. 10,393,546 35.88 -2.94 -20.3 -5.0
France (Integrated Oil & Gas)
GDF Suez 6,388,106 22.80 -3.00 -24.7 -13.8
France (Multiutilities)
ING Groep 27,021,111 5.99 -3.03 -13.2 13.6
Netherlands (Life Insurance)
Novartis 7,160,091 51.00 -3.04 -9.7 17.0
Switzerland (Pharmaceuticals)
UBS 18,684,598 14.02 -3.04 -12.6 7.8
Switzerland (Banks)
ENI 21,946,351 14.71 -3.16 -17.4 -13.4
Italy (Integrated Oil & Gas)
Anglo American 6,207,637 2,272 -3.36 -16.2 31.6
U.K. (General Mining)
BHP Billiton 12,815,882 1,695 -3.42 -15.1 24.8
U.K. (General Mining)
Daimler AG 6,138,183 40.42 -3.58 8.6 61.8
Germany (Automobiles)
Deutsche Bank 9,774,183 45.00 -3.64 -8.9 7.2
Germany (Banks)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 48.4 $24.33 0.14 0.58%
Alcoa AA 31.4 10.06 ... ...
AmExpress AXP 8.3 39.46 –0.24 –0.60
BankAm BAC 251.6 14.03 –0.34 –2.37
Boeing BA 6.1 62.25 –0.50 –0.80
Caterpillar CAT 11.3 59.91 –0.16 –0.27
Chevron CVX 15.3 67.46 –0.40 –0.59
CiscoSys CSCO 65.2 21.26 –0.05 –0.23
CocaCola KO 12.2 50.01 –0.11 –0.22
Disney DIS 19.2 31.48 –0.02 –0.06
DuPont DD 9.5 34.48 –0.11 –0.32
ExxonMobil XOM 45.4 56.55 –0.52 –0.91
GenElec GE 102.0 14.11 –0.31 –2.15
HewlettPk HPQ 20.4 42.89 –0.39 –0.90
HomeDpt HD 26.2 27.92 –0.15 –0.53
Intel INTC 86.6 19.25 –0.20 –1.03
IBM IBM 9.1 122.58 –0.90 –0.73
JPMorgChas JPM 54.3 36.10 –0.46 –1.26
JohnsJohns JNJ 16.9 59.03 –0.03 –0.05
KftFoods KFT 8.9 27.99 –0.01 –0.04
McDonalds MCD 10.3 66.73 0.86 1.31
Merck MRK 24.2 34.44 –0.53 –1.52
Microsoft MSFT 90.8 23.16 0.15 0.65
Pfizer PFE 63.7 14.22 –0.04 –0.28
ProctGamb PG 18.1 59.54 –0.44 –0.73
3M MMM 6.5 78.53 –0.46 –0.58
TravelersCos TRV 4.3 48.94 –0.31 –0.63
UnitedTech UTX 5.4 64.35 –0.56 –0.86
Verizon VZ 29.1 28.11 0.09 0.32

WalMart WMT 17.1 48.34 0.27 0.56

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

Hellenic Rep 912 –93 –40 155

BP 575 –32 –7 315

Nielsen 443 –23 16 –109

ProSiebenSat 1 Media 568 –23 12 21

Rep Portugal 309 –20 –11 –44

Bco Comercial Portugues 406 –16 8 –66

TUI 900 –15 75 59

M real 666 –15 13 –48

Brit Awys 595 –15 5 –43

Kdom Spain 261 –13 –2 6

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Alliance Boots Hldgs 283 5 19 –5

Heineken 102 5 4 –1

Rio Tinto 137 5 13 1

Inv 87 6 7 6

Intelsat 687 9 37 –42

Irish Life Perm 388 15 50 82

Portugal Telecom Intl Fin 214 19 53 33

Portugal Telecom SGPS 215 20 53 33

Gov Co Bk Irlnd 404 31 61 90

Anglo Irish Bk 569 44 66 138

Source: Markit Group

BLUE CHIPS � BONDS



Friday - Sunday, July 2 - 4, 2010 THE WALL STREET JOURNAL. 9

U.S. NEWS

A secret of extreme longevity emerges
By analyzing the DNA of the

world’s oldest people, Boston Uni-
versity scientists said Thursday they
have discovered a genetic signature
of longevity. They expect soon to of-
fer a free test that could let people
learn whether they have it in them-
selves to live to a very old age.

The researchers, who studied
more than 1,000 people over the age
of 100, identified a set of 150 unique
genetic markers that, taken to-
gether, are linked to extreme lon-
gevity. They acknowledged that they
didn’t yet know all of the actual
genes involved, nor their function in
extending old age.

“This is an extremely complex
trait that involves many processes,”
said lead researcher Paola Sebas-
tiani, a biostatistician at BU’s School
of Public Health. Even so, “we can
compute your specific predisposi-
tion to exceptional longevity.”

The researchers said they have
no plans themselves to patent the
technique or profit from it. Instead,
they expect to make a test kit avail-
able on the Internet later this
month to foster longevity research.

“This is a major breakthrough,”
said Nir Barzilai, director of the In-
stitute for Aging Research at the Al-
bert Einstein College of Medicine in
New York, who studies the genetics
of longevity but was not involved in
the project. “It shows you that 150
markers [among millions] are all
you need to distinguish between
people who live to 100 and people
who don’t.”

Scientists have long sought to
crack the genetic code of healthy
aging. On average, people in devel-
oped countries today can expect to
live between 80 and 85 years,
largely as a result of improvements
in diet and public health. But the
oldest of the old—the “well-
derly”—live two to three decades
longer, often free of the mental and
physical ailments of age.

The oldest person alive today is
116 years old, according to the Los
Angeles Gerontology Group. The
oldest person on record lived to be
122 years old.

No one knows the complete pre-
scription for a healthy long life. But
genes that help control cellular re-
sponses to famine, drought and
other survival stresses may play a

key role in staving off the diseases
and chronic ailments of aging, re-
search suggests.

While a healthy lifestyle is para-
mount, such genetic factors appear
to become more important the lon-
ger we live. Indeed, a variation in a
single key gene called FOX03A can
triple the chances a person may live
past 100, researchers at the Pacific

Health Research Institute in Hawaii
recently reported.

In research published online
Thursday by the journal Science, Dr.
Sebastiani, BU geriatrician Thomas
Perls and their colleagues studied
variations in the biochemical code
of DNA drawn from members of the
New England Centenarian Study,
considered the world’s largest com-
prehensive study of these long-lived
people and their families.

The scientists compared the ge-
netic makeup of these centenarians
with people who lived more average
life spans. The genetic markers they
found are scattered across the en-
tire three billion DNA characters of
the human genome and touch on at
least 70 known genes. Depending on
personal habits, diet, injuries, acci-
dents and other factors, these genes
boost an individual’s chances of sur-
vival in the lottery of life, the scien-
tists reported.

The information allowed the BU
researchers to identify those predis-
posed to exceptional longevity with
77% accuracy in controlled tests,
they reported.

“Now, we are going to have to
find out what all these genes are,

what they do, and if there is a way
we can affect them,” said geriatrics
expert Bradley Willcox, who was not
involved in the Science paper. He is
a principal investigator of the Ha-
waii Lifespan study and the Okinawa
Centenarian Study, which involve
analysis of thousands of aging men.

In the meantime, the test will be
available through a public website
maintained by the New England
Centenarian Study. To take the test,
however, people will have to provide
their own complete genome, and
that can cost thousands of dollars
from gene-sequencing companies.

The scientists warned that their
test might reveal more than some
people would like to know. Genetic
testing often reveals tantalizing but
incomplete information about our
risk for disease, and it’s difficult to
know how to act in response. Clues
about our life span, for example,
could affect decisions about insur-
ance coverage or long-term medical
treatments.

“I don’t think people are ready
for this from a social point of view,”
said BU’s Dr. Perls. “But I don’t
think that will stop companies from
trying to market this,” he added.

BY ROBERT LEE HOTZ

Rosa Rein turned 112 in 2009.
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OUR FUTURE IS BUILT ON THE BOLD, RESPONSIBLE CHOICES WE MAKE TODAY. We believe that sustainability

has to be achieved day by day, constantly balancing today’s needs with tomorrow’s. Which is why we invest in all energy

sources, researching and using the most advanced technologies. We believe in using gas and coal, in an environmentally

compatible way, to meet today’s immediate energy needs. At the same time, we’re investing in renewable sources to make

them more competitive and efficient. For example, Archimede, the world’s most advanced solar thermodynamic power

generating project. The fact is, we can only ensure sustainability tomorrow by making bold, responsible choices today. enel .com

TODAY’S INNOVATIONS
ARE THE BASIS

FOR TOMORROW’S
SUSTAINABILITY.
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For information about listing your funds, please contact: Justin Jones tel: +44 207 842 9674; email: justin.jones@dowjones.com
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Andfs. Espanya EU EQ AND 06/30 EUR 10.81 -22.3 -3.8 -12.3
Andfs. Estats Units US EQ AND 06/30 USD 13.51 -10.0 8.7 -12.7
Andfs. Europa EU EQ AND 06/30 EUR 6.83 -12.9 6.1 -12.4
Andfs. Franca EU EQ AND 06/30 EUR 8.48 -12.9 6.9 -13.1
Andfs. Japo JP EQ AND 06/30 JPY 465.21 -9.0 -3.4 -16.9
Andfs. Plus Dollars US BA AND 06/30 USD 9.17 -2.9 7.3 -5.1
Andfs. RF Dolars US BD AND 06/30 USD 11.67 2.1 9.3 1.5
Andfs. RF Euros EU BD AND 06/30 EUR 10.91 0.8 10.3 1.5
Andorfons EU BD AND 06/30 EUR 14.62 0.8 11.1 0.9
Andorfons Alternative Premium GL EQ AND 05/31 EUR 101.35 2.4 7.4 -6.1
Andorfons Mix 30 EU BA AND 06/30 EUR 9.39 -1.8 12.6 -6.1
Andorfons Mix 60 EU BA AND 06/30 EUR 8.75 -5.6 10.5 -12.6

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 06/25 USD 327098.43 19.2 72.4 16.7

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 06/30 EUR 8.98 1.4 -0.2 -2.8
DJE-Absolut P GL EQ LUX 06/30 EUR 210.72 2.9 17.8 -4.7
DJE-Alpha Glbl P EU BA LUX 06/30 EUR 174.47 -2.1 9.6 -5.2
DJE-Div& Substanz P EU EQ LUX 06/30 EUR 217.96 1.3 18.6 -0.9
DJE-Gold&Resourc P OT EQ LUX 06/30 EUR 198.95 16.8 40.7 0.5
DJE-Renten Glbl P EU BD LUX 06/30 EUR 136.42 4.5 9.7 6.5
LuxPro-Dragon I AS EQ LUX 06/30 EUR 148.76 -5.8 13.2 8.9
LuxPro-Dragon P AS EQ LUX 06/30 EUR 144.41 -6.1 12.7 8.4
LuxTopic-Aktien Europa EU EQ LUX 06/30 EUR 16.58 -6.4 7.1 0.7
LuxTopic-Pacific AS EQ LUX 06/30 EUR 18.45 12.6 41.6 2.6

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

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

n HSBC Trinkaus Investment Managers SA
E-Mail: funds@hsbctrinkaus.lu
Telephone: 352 - 47 18471
Prosperity Return Fund A JP BD LUX 06/28 JPY 10048.30 1.3 NS NS
Prosperity Return Fund B EU BD LUX 06/28 JPY 8974.39 -9.2 NS NS
Prosperity Return Fund C EU BD LUX 06/28 USD 90.24 -6.5 NS NS
Prosperity Return Fund D EU BD LUX 06/28 EUR 108.46 11.1 NS NS
Renaissance Hgh Grade Bd A JP BD LUX 06/28 JPY 10051.65 1.6 NS NS
Renaissance Hgh Grade Bd B EU BD LUX 06/28 JPY 8911.60 -9.6 NS NS
Renaissance Hgh Grade Bd C EU BD LUX 06/28 USD 89.01 -6.8 NS NS
Renaissance Hgh Grade Bd D EU BD LUX 06/28 EUR 105.17 8.0 NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 06/30 EUR 21.17 -13.0 -12.6 -36.4
MP-TURKEY.SI OT OT SVN 06/30 EUR 40.32 16.1 57.1 12.7

n PAREX ASSET MANAGEMENT IPAS
Republikas square 2a, Riga, LV-1522, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Eastern Europ Bal OT OT LVA 06/30 EUR 14.29 6.9 24.3 1.3
Parex Eastern Europ Bd EU BD LVA 06/30 USD 16.16 10.4 30.6 6.8
Parex Russian Eq EE EQ LVA 06/30 USD 20.06 2.8 34.4 -20.0

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
Pictet-Agriculture-P EUR GL EQ LUX 06/29 EUR 123.46 1.8 31.2 NS
Pictet-Asian Eq ExJpn-I USD AS EQ LUX 06/30 USD 161.38 -8.0 17.5 -7.9
Pictet-Asian Eq ExJpn-P USD AS EQ LUX 06/30 USD 152.95 -8.3 16.5 -8.7
Pictet-Biotech-P USD OT EQ LUX 06/29 USD 246.62 -12.9 -10.9 -13.6
Pictet-CHF Liquidity-P CH MM LUX 06/29 CHF 124.12 -0.1 0.0 0.3
Pictet-CHF Liquidity-P dy CH MM LUX 06/29 CHF 93.33 -0.1 0.0 0.3
Pictet-Conv. Bonds-P EUR EU BD LUX 06/29 EUR 99.67 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 06/29 USD 112.78 -3.5 17.5 0.3
Pictet-Eastern Europe-P EUR EU EQ LUX 06/29 EUR 346.24 10.1 61.6 -8.4
Pictet-Emerging Markets-P USD GL EQ LUX 06/30 USD 482.37 -9.6 19.7 -13.2
Pictet-Eu Equities Sel-P EUR EU EQ LUX 06/29 EUR 401.00 -1.7 19.0 -8.0
Pictet-EUR Bonds-P EU BD LUX 06/29 EUR 397.20 3.3 6.5 5.9
Pictet-EUR Bonds-Pdy EU BD LUX 06/29 EUR 291.27 3.3 6.5 5.9
Pictet-EUR Corporate Bonds-P EU BD LUX 06/29 EUR 151.41 2.4 11.7 8.4

Pictet-EUR Corporate Bonds-Pdy EU BD LUX 06/29 EUR 102.64 2.4 11.7 8.4
Pictet-EUR High Yield-P EU BD LUX 06/29 EUR 150.57 3.0 29.3 6.0
Pictet-EUR High Yield-Pdy EU BD LUX 06/29 EUR 82.53 3.0 29.3 6.0
Pictet-EUR Liquidity-P EU MM LUX 06/29 EUR 136.07 0.1 0.3 1.4
Pictet-EUR Liquidity-Pdy EU MM LUX 06/29 EUR 96.74 0.1 0.3 1.4
Pictet-EUR Sovereign Liq-P EU MM LUX 06/29 EUR 102.41 0.0 0.1 1.1
Pictet-EUR Sovereign Liq-Pdy EU MM LUX 06/29 EUR 99.92 0.0 0.1 1.1
Pictet-Europe Index-P EUR EU EQ LUX 06/29 EUR 99.01 -2.0 19.9 -5.2
Pictet-European Sust Eq-P EUR EU EQ LUX 06/29 EUR 133.18 0.1 22.6 -4.2
Pictet-Glo Emerging Debt-P USD GL BD LUX 06/29 USD 254.11 4.5 17.2 12.9
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 06/29 USD 165.03 4.5 17.1 12.9
Pictet-Greater China-P USD AS EQ LUX 06/30 USD 315.12 -10.3 9.6 -3.6
Pictet-Indian Equities-P USD EA EQ LUX 06/30 USD 366.61 1.6 27.7 9.0
Pictet-Japan Index-P JPY JP EQ LUX 06/30 JPY 8202.33 -7.7 -7.8 -19.7
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 06/30 JPY 4178.49 -5.4 -3.3 -18.1
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 06/30 JPY 7177.79 -7.3 -6.9 -22.5
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 06/30 JPY 6939.96 -7.6 -7.5 -23.0
Pictet-MENA-P USD OT OT LUX 06/29 USD 45.44 1.3 NS NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 06/30 USD 242.89 -11.1 18.5 -7.4
Pictet-Piclife-P CHF CH BA LUX 06/29 CHF 773.39 -2.2 7.0 0.2
Pictet-Premium Brands-P EUR OT EQ LUX 06/29 EUR 75.05 14.9 49.8 11.3
Pictet-Russian Equities-P USD EE EQ LUX 06/29 USD 61.12 -5.1 48.4 -21.7
Pictet-Security-P USD GL EQ LUX 06/29 USD 97.90 -1.7 17.9 1.5
Pictet-Small Cap Europe-P EUR EU EQ LUX 06/29 EUR 469.08 3.6 25.7 -5.6
Pictet-Timber-P USD GL EQ LUX 06/29 USD 99.29 -6.8 28.9 NS
Pictet-USA Index-P USD US EQ LUX 06/29 USD 85.05 -6.2 13.4 -8.5
Pictet-USD Government Bonds-P US BD LUX 06/29 USD 536.16 5.6 6.2 5.9
Pictet-USD Government Bonds-Pdy US BD LUX 06/29 USD 383.37 5.6 6.2 5.9
Pictet-USD Liquidity-P US MM LUX 06/29 USD 131.01 0.0 0.1 0.8
Pictet-USD Liquidity-Pdy US MM LUX 06/29 USD 84.83 0.0 0.1 0.8
Pictet-USD Sovereign Liq-P US MM LUX 06/29 USD 101.56 0.0 0.0 0.8
Pictet-USD Sovereign Liq-Pdy US MM LUX 06/29 USD 100.06 0.0 0.0 0.8
Pictet-Water-P EUR GL EQ LUX 06/29 EUR 134.71 8.7 23.4 1.2
Pictet-World Gvt Bonds-P USD EU BD LUX 06/30 USD 164.06 -0.6 3.0 3.4
Pictet-World Gvt Bonds-Pdy USD EU BD LUX 06/30 USD 133.04 -0.6 3.0 3.4

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 06/30 USD 13.01 -3.3 21.2 2.8
Japan Fund USD JP EQ IRL 06/30 USD 15.95 0.4 0.9 -0.4
Polar Healthcare Class I USD OT EQ IRL 06/30 USD 11.74 -9.2 7.8 NS
Polar Healthcare Class R USD OT EQ IRL 06/30 USD 11.69 -9.5 7.2 NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 05/31 USD 109.20 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 05/31 USD 10.51 35.9 -24.7 -17.9
Europn Conviction USD B EU EQ CYM 05/31 USD 135.06 -1.7 0.6 6.4
Europn Forager USD B EU EQ CYM 05/31 USD 226.81 1.3 15.9 4.7
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 04/30 USD 187.82 2.1 6.9 5.4

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund GL EQ BMU 06/24 USD 147.24 15.6 66.2 9.6

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
ACTION FRANCE A EU EQ IRL 06/30 EUR 639.69 -9.6 13.2 -10.1
CORE EUROZONE EQ B EU EQ IRL 06/30 EUR 764.79 -8.0 14.2 -8.4
EURO FIXED INCOME A EU BD IRL 06/30 EUR 1314.22 5.6 13.7 4.7
EURO FIXED INCOME B EU BD IRL 06/30 EUR 1407.48 5.9 14.4 5.4
EUROPEAN SMALL CAP A EU EQ IRL 06/30 EUR 1231.76 2.6 28.4 -7.5
EUROPEAN SMALL CAP B EU EQ IRL 06/30 EUR 1323.35 2.9 29.1 -6.9
EUROZONE AGG A EUR EU EQ IRL 06/30 EUR 638.92 -2.6 22.1 -7.0
EUROZONE AGG B EUR EU EQ IRL 06/30 EUR 920.93 -2.3 22.8 -6.4
GLB REAL EST SEC A OT EQ IRL 06/30 USD 847.45 -5.5 22.7 -12.9
GLB REAL EST SEC B OT EQ IRL 06/30 USD 876.30 -5.2 23.4 -12.4
GLB REAL EST SEC EH A OT EQ IRL 06/30 EUR 771.73 -4.1 21.3 -12.4
GLB REAL EST SEC SH B OT EQ IRL 06/30 GBP 72.93 -3.7 22.5 -12.5
GLB STRAT YIELD A EU BD IRL 06/30 EUR 1680.46 4.6 25.0 7.3
GLB STRAT YIELD B EU BD IRL 06/30 EUR 1803.52 4.9 25.7 7.9
GLOBAL BOND A EU BD IRL 06/30 EUR 1315.25 19.0 28.2 17.8
GLOBAL BOND B EU BD IRL 06/30 EUR 1404.90 19.4 29.0 18.5
GLOBAL BOND EH A GL BD IRL 06/30 EUR 1472.50 7.1 15.8 8.0
GLOBAL BOND EH B GL BD IRL 06/30 EUR 1567.57 7.4 16.5 8.7
JAPAN EQUITY A JP EQ IRL 06/30 JPY 10713.27 -7.9 -9.7 -19.3
JAPAN EQUITY B JP EQ IRL 06/30 JPY 11452.83 -7.7 -9.2 -18.8
PAC BASIN (X JPN) A AS EQ IRL 06/30 USD 2128.02 -6.9 22.3 -1.3
PAC BASIN (X JPN) B AS EQ IRL 06/30 USD 2277.85 -6.6 23.0 -0.7
PAN EUROPEAN EQUITY A EU EQ IRL 06/30 EUR 944.25 -1.9 22.7 -6.7
PAN EUROPEAN EQUITY B EU EQ IRL 06/30 EUR 1009.45 -1.6 23.4 -6.2
US EQUITY A US EQ IRL 06/30 USD 801.50 -8.1 12.6 -11.0
US EQUITY B US EQ IRL 06/30 USD 860.67 -7.9 13.2 -10.5
US SMALL CAP EQUITY A US EQ IRL 06/30 USD 1255.86 -2.6 19.9 -9.1
US SMALL CAP EQUITY B US EQ IRL 06/30 USD 1349.44 -2.3 20.6 -8.6

n SEB ASSET MANAGEMENT S.A.
www.seb.se

n SEB Fund 1
Asset Sele C EUR OT OT LUX 06/30 EUR 13.77 -0.7 1.7 7.4
Asset Sele C H-CHF OT OT LUX 06/30 CHF 95.45 -0.8 1.3 NS
Asset Sele C H-GBP OT OT LUX 06/30 GBP 96.94 -0.5 2.3 NS
Asset Sele C H-JPY OT OT LUX 06/30 JPY 9613.81 -0.5 1.7 NS
Asset Sele C H-NOK OT OT LUX 06/30 NOK 111.20 0.0 2.6 NS
Asset Sele C H-SEK OT OT LUX 06/30 SEK 137.93 -0.9 1.5 7.7

Asset Sele C H-USD OT OT LUX 06/30 USD 96.74 -0.6 2.0 NS
Asset Sele CG-EUR OT OT LUX 06/30 GBP 97.74 -1.2 NS NS
Asset Sele D H-SEK OT OT LUX 06/30 SEK 127.23 -0.8 1.5 NS
Choice Global Value -C- GL EQ LUX 06/30 SEK 72.76 -5.6 11.9 -11.3
Choice Global Value -D- GL EQ LUX 06/30 SEK 67.86 -5.6 11.9 -11.3
Choice Global Value -I- GL EQ LUX 06/30 EUR 6.81 1.4 27.6 -11.0
Choice Japan Fd -C- JP EQ LUX 06/30 JPY 43.96 -6.2 -10.3 -20.8
Choice Japan Fd -D- JP EQ LUX 06/30 JPY 39.36 -6.2 -10.3 -20.8
Choice Jpn Chance/Risk -C- JP EQ LUX 06/30 JPY 44.72 -12.2 -11.3 -24.2
Choice NthAmChance/Risk -C- US EQ LUX 06/30 USD 3.63 -7.6 11.0 -14.7
Ethical Europe Fd -C- EU EQ LUX 06/30 EUR 1.87 -4.3 16.8 -11.3
Europe Fund -C- EU EQ LUX 06/30 EUR 2.74 -3.0 19.0 -10.2
Europe Fund -D- EU EQ LUX 06/30 EUR 1.47 -3.0 19.0 NS
Europe Index Fund EU EQ LUX 06/30 EUR 3.95 -2.8 19.0 -10.8
Global Chance/Risk Fd -C- GL EQ LUX 06/30 EUR 0.64 6.2 27.5 -2.8
Global Fd -C- GL EQ LUX 06/30 USD 1.93 -9.3 9.2 -14.8
Global Fd -D- GL EQ LUX 06/30 USD 1.20 -9.3 9.2 NS
Nordic Fd -C- NO EQ LUX 06/30 EUR 5.91 NS NS NS

n SEB Fund 2
Choice Asia ex. Japan -C- AS EQ LUX 06/30 USD 7.00 -5.3 18.1 -2.1
Choice Asia ex. Japan -D- AS EQ LUX 06/30 USD 1.23 -5.3 18.2 NS
Currency Alpha EUR -IC- OT OT LUX 06/30 EUR 10.28 -0.2 -2.9 -1.5
Currency Alpha EUR -RC- OT OT LUX 06/30 EUR 10.16 -0.4 -3.3 -1.9
Currency Alpha SEK -ID- OT OT LUX 06/30 SEK 91.77 -0.2 -3.0 -3.5
Currency Alpha SEK -RC- OT OT LUX 06/30 SEK 96.73 -0.4 -3.3 -1.9
Generation Fd 80 -C- OT OT LUX 06/30 SEK 7.89 -0.4 12.2 -1.6
Nordic Focus SH A NO EQ LUX 06/30 EUR 82.52 2.3 33.8 -1.0
Nordic Focus SH B NO EQ LUX 06/30 SEK 83.59 2.3 33.8 -1.0
Nordic Focus SH C NO EQ LUX 06/30 NOK 81.26 2.3 33.8 -1.0
Russia Fd -C- EE EQ LUX 06/30 EUR 9.60 8.6 61.1 -9.1

n SEB Fund 3
Ethical Glbl Index Fd -D- GL EQ LUX 06/30 USD 0.70 -14.4 6.8 -13.4
Ethical Glbl lndex Fd -C- GL EQ LUX 06/30 USD 0.73 NS NS NS
Ethical Sweden Fd -D- NO EQ LUX 06/30 SEK 43.50 5.4 28.1 11.6
Index Linked Bd Fd SEK -D- OT BD LUX 06/30 SEK 13.19 2.6 6.6 4.3
Medical Fd -D- OT EQ LUX 06/30 USD 3.02 -9.3 8.1 -5.5
Short Medium Bd Fd SEK -D- NO MM LUX 06/30 SEK 8.56 -0.1 0.1 1.1
Technology Fd -C- OT EQ LUX 06/30 USD 0.19 -8.4 13.9 NS
Technology Fd -D- OT EQ LUX 06/30 USD 2.31 -8.4 13.9 -2.9
U.S. Index Fd -C- US EQ LUX 06/30 USD 1.70 -7.1 13.3 -9.7
U.S. Index Fd -D- US EQ LUX 06/30 USD 1.68 -8.0 12.2 -10.1
World Fd -C- NO BA LUX 06/30 USD 26.70 -6.2 13.4 NS
World Fd -D- NO BA LUX 06/30 USD 1.99 -7.8 11.4 -8.9

n SEB Fund 4
Short Bond Fd EUR -C- EU MM LUX 06/30 EUR 1.27 -0.1 -0.2 0.2
Short Bond Fd EUR -D- EU MM LUX 06/30 EUR 0.49 -1.3 -1.4 NS
Short Bond Fd SEK -C- NO MM LUX 06/30 SEK 21.96 0.0 0.3 1.3
Short Bond Fd SEK HNWC NO MM LUX 06/30 SEK 11.11 0.2 NS NS
Short Bond Fd SEK HNWD NO MM LUX 06/30 SEK 9.95 -1.9 NS NS
Short Bond Fd USD -C- US MM LUX 06/30 USD 2.48 -0.3 -0.6 0.1

n SEB Fund 5
Bond Fd SEK -C- NO BD LUX 06/30 SEK 43.89 2.4 4.8 7.9
Bond Fd SEK -D- NO BD LUX 06/30 SEK 12.29 -1.2 1.1 6.0
Bond Fd SEK HNWD NO BD LUX 06/30 SEK 8.92 2.6 NS NS
Corp. Bond Fd EUR -C- EU BD LUX 06/30 EUR 1.31 2.9 12.9 6.0
Corp. Bond Fd EUR -D- EU BD LUX 06/30 EUR 0.97 3.0 12.3 6.0
Corp. Bond Fd SEK -C- NO BD LUX 06/30 SEK 13.12 4.3 15.3 4.6
Corp. Bond Fd SEK -D- NO BD LUX 06/30 SEK 9.55 4.3 15.3 4.6
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 06/30 EUR 106.61 6.7 10.2 7.8
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 06/30 EUR 115.96 6.5 9.7 9.9
Flexible Bond Fd -C- NO BD LUX 06/30 SEK 21.33 -0.1 0.4 3.3
Flexible Bond Fd -D- NO BD LUX 06/30 SEK 11.32 -0.1 0.4 3.3

n SEB Sicav 1
Choice Emerging Mkts Fd -C- GL EQ LUX 06/30 USD 2.44 -8.7 18.1 -8.3
Eastern Europe exRussia Fd -C- EE EQ LUX 06/30 EUR 2.51 NS NS NS

n SEB Sicav 2
Choice Asia SmCap exJpn -C- AS EQ LUX 06/30 SEK 32.05 -0.4 25.4 12.7
Eastern Europe SmCap Fd -C- EU EQ LUX 06/30 EUR 2.93 NS NS NS
Europe Chance/Risk Fd -C- EU EQ LUX 06/30 EUR 1014.69 -2.1 19.4 -12.3
Listed Private Equity -C- OT OT LUX 06/30 EUR 137.88 7.0 40.7 NS
Listed Private Equity -IC- OT OT LUX 06/30 EUR 83.98 10.3 51.7 NS
Listed Private Equity -ID- OT OT LUX 06/30 EUR 80.28 10.1 51.1 NS
Nordic Small Cap -C- NO EQ LUX 06/30 EUR 133.56 -0.9 NS NS
Nordic Small Cap -IC- NO EQ LUX 06/30 EUR 134.31 -0.6 NS NS

n SEB Sicav 3
Asset Sele Defensive EUR -C- OT OT LUX 06/30 EUR 98.49 -1.3 -0.6 NS
Asset Sele Defensive GBP -D- OT OT LUX 06/30 GBP 97.74 -1.2 NS NS
Asset Sele Defensive SEK -A- OT OT LUX 06/30 SEK 77.25 -1.3 -0.4 -14.1
Asset Sele Defensive SEK -C- OT OT LUX 06/30 SEK 98.44 -1.3 -0.7 NS
Asset Sele Defensive SEK -D- OT OT LUX 06/30 SEK 69.10 -1.3 -0.3 -14.1
Asset Sele Defensive USD -C- OT OT LUX 06/30 USD 99.79 -1.1 -0.6 NS
Asset Sele Opp C EUR OT OT LUX 06/30 EUR 97.75 -1.3 NS NS
Asset Sele Opp C H NOK OT OT LUX 06/30 NOK 101.52 -0.7 3.5 NS
Asset Sele Opp C H SEK OT OT LUX 06/30 SEK 99.35 -1.5 2.0 NS
Asset Sele Opp D GBP OT OT LUX 06/30 GBP 95.19 -0.9 NS NS
Asset Sele Opp IC EUR OT OT LUX 06/30 EUR 100.54 -1.3 2.6 NS
Asset Sele Opp ID H GBP OT OT LUX 06/30 GBP 100.79 -0.9 3.2 NS
Asset Sele Opp ID H SEK OT OT LUX 06/30 SEK 99.99 -1.5 2.1 NS
Asset Sele Original C EUR EU BA LUX 06/30 EUR 100.89 -0.5 1.4 NS
Asset Sele Original D GBP EU BA LUX 06/30 GBP 101.59 -0.3 2.1 NS
Asset Sele Original ID GBP EU BA LUX 06/30 GBP 101.22 -0.3 1.7 NS

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A EU BD LUX 06/29 EUR 30.85 4.0 11.7 2.1
Bonds Eur Corp A EU BD LUX 06/29 EUR 23.30 0.9 6.6 4.3
Bonds Eur Hi Yld A EU BD LUX 06/29 EUR 21.14 2.7 25.2 4.3
Bonds EURO A EU BD LUX 06/30 EUR 42.01 2.3 5.0 7.4
Bonds Europe A EU BD LUX 06/30 EUR 40.55 3.7 5.7 7.7
Bonds US MtgBkSec A US BD LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A GL BD LUX 06/29 USD 41.65 -0.8 3.9 3.5
Eq. AsiaPac Dual Strategies A AS EQ LUX 06/30 USD 9.33 -10.5 16.1 -6.6
Eq. China A AS EQ LUX 06/30 USD 21.24 -12.0 6.1 -2.2
Eq. Concentrated Euroland A EU EQ LUX 06/30 EUR 81.19 -12.7 2.4 -14.6
Eq. ConcentratedEuropeA EU EQ LUX 06/29 EUR 25.99 -3.8 14.3 -9.0
Eq. Emerging Europe A EU EQ LUX 06/29 EUR 25.56 8.5 52.7 -16.8
Eq. Equities Global Energy OT EQ LUX 06/29 USD 14.43 -20.4 -5.9 -29.2
Eq. Euroland A EU EQ LUX 06/30 EUR 9.77 -9.7 9.1 -14.0
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 06/29 EUR 138.52 -1.9 20.9 -7.1
Eq. EurolandCyclclsA OT EQ LUX 06/29 EUR 17.66 -0.8 18.1 -8.2
Eq. EurolandFinancialA OT EQ LUX 06/30 EUR 9.28 -18.0 1.3 -17.3
Eq. Glbl Emg Cty A GL EQ LUX 06/30 USD 8.20 -15.3 2.6 -16.4
Eq. Global A GL EQ LUX 06/30 USD 25.00 -10.2 10.7 -12.2
Eq. Global Resources A GL EQ LUX 06/29 USD 104.18 -4.6 19.9 -17.8
Eq. Gold Mines A OT EQ LUX 06/30 USD 33.35 10.1 37.4 3.5
Eq. India A EA EQ LUX 06/30 USD 131.92 0.9 24.2 9.7
Eq. Japan CoreAlpha A JP EQ LUX 06/30 JPY 7060.72 -2.7 -8.3 -10.5
Eq. Japan Sm Cap A JP EQ LUX 06/30 JPY 1026.00 -4.1 -3.4 -12.4
Eq. Japan Target A JP EQ LUX 06/30 JPY 1617.77 -1.2 -9.8 -9.4
Eq. Latin America A GL EQ LUX 06/30 USD 102.08 -12.2 24.6 -16.2
Eq. US ConcenCore A US EQ LUX 06/30 USD 20.41 -9.7 9.6 -6.9
Eq. US Focused A US EQ LUX 06/30 USD 14.29 -9.9 6.5 -20.5
Eq. US Lg Cap Gr A US EQ LUX 06/30 USD 13.55 -11.2 6.8 -17.0
Eq. US Mid Cap A US EQ LUX 06/30 USD 29.25 -2.1 22.9 -9.5
Eq. US Multi Strg A US EQ LUX 06/30 USD 19.47 -8.5 11.1 -14.4
Eq. US Rel Val A US EQ LUX 06/29 USD 18.78 -8.8 12.2 -12.1
Eq. US Sm Cap Val A US EQ LUX 06/30 USD 14.76 -7.5 11.9 -16.3
Money Market EURO A EU MM LUX 06/29 EUR 27.44 0.2 0.4 1.7
Money Market USD A US MM LUX 06/29 USD 15.84 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 06/24 USD 870.53 -9.4 -15.5 -32.2
MENA Special Sits Fund OT OT BMU 05/31 USD 1100.19 1.9 6.7 NS
UAE Blue Chip Fund OT OT ARE 06/24 AED 4.78 -10.3 -17.8 -38.0

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

n YMR-N Series
YMR-N Growth Fund JP EQ IRL 07/01 JPY 8318.00 -12.1 -7.2 -21.7
YMR-N Small Cap Fund JP EQ IRL 07/01 JPY 6236.00 -11.1 -10.2 -19.5

n Yuki 77 Series
Yuki 77 General JP EQ IRL 07/01 JPY 5168.00 -16.0 -18.5 -26.6

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 07/01 JPY 5899.00 -13.6 -11.6 -22.3
Yuki Chugoku JpnLowP JP EQ IRL 07/01 JPY 7138.00 -5.3 -17.0 -20.8

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 07/01 JPY 4006.00 -14.3 -13.5 -27.3
Yuki Hokuyo Jpn Inc JP EQ IRL 07/01 JPY 4765.00 -9.2 -11.5 -22.1
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 07/01 JPY 4523.00 -11.4 -11.4 -19.3

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III JP EQ IRL 07/01 JPY 3794.00 -14.2 -13.9 -29.0
Yuki Mizuho Jpn Dyn Gro JP EQ IRL 07/01 JPY 4028.00 -13.7 -13.0 -29.2
Yuki Mizuho Jpn Exc 100 JP EQ IRL 07/01 JPY 5970.00 -14.4 -9.5 -24.5
Yuki Mizuho Jpn Gen JP EQ IRL 07/01 JPY 7627.00 -11.5 -11.2 -22.0
Yuki Mizuho Jpn Gro JP EQ IRL 07/01 JPY 5594.00 -12.0 -14.4 -23.6
Yuki Mizuho Jpn Inc JP EQ IRL 07/01 JPY 7093.00 -7.1 -9.5 -22.9
Yuki Mizuho Jpn Lg Cap JP EQ IRL 07/01 JPY 4467.00 -13.9 -13.1 -24.1
Yuki Mizuho Jpn LowP JP EQ IRL 07/01 JPY 10597.00 -8.3 -14.9 -17.7
Yuki Mizuho Jpn PGth JP EQ IRL 07/01 JPY 6737.00 -15.4 -16.7 -26.8
Yuki Mizuho Jpn SmCp JP EQ IRL 07/01 JPY 6484.00 -9.1 -6.5 -17.6
Yuki Mizuho Jpn Val Sel AS EQ IRL 07/01 JPY 5034.00 -10.9 -13.3 -21.1
Yuki Mizuho Jpn YoungCo AS EQ IRL 07/01 JPY 2441.00 -10.5 -12.8 -24.5

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 07/01 JPY 4805.00 -11.4 -11.4 -23.0

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

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

12-month and 2-year returns may be calculated over 11- and 23-month periods
pending receipt and publication of the last month end price.
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n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 02/26 USD 1828.22 20.3 67.1 NS

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 05/31 EUR 99.63 -1.4 0.7 -11.7

D'Auriol Opp F3 EUR EU MM CYM 02/26 EUR 968.47 -1.9 -1.8 -13.3

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

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com
Horseman EmMkt Opp EUR GL EQ USA 01/31 EUR 187.60 -23.2 -21.7 -7.7

Horseman EmMkt Opp USD GL EQ USA 01/31 USD 194.78 -24.5 -22.7 -9.1

Horseman EurSelLtd EUR EU EQ GBR 01/31 EUR 192.25 -3.4 4.0 -2.6

Horseman EurSelLtd USD EU EQ GBR 11/28 USD 219.15 -2.8 4.3 -2.8

Horseman Glbl Ltd EUR GL EQ CYM 11/28 USD 476.61 -7.8 -16.4 -7.8

Horseman Glbl Ltd USD GL EQ CYM 11/28 USD 476.61 -7.8 -16.4 -7.8

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 06/18 EUR 91.27 -0.6 14.9 NS

Special Opp Inst EUR OT OT CYM 06/18 EUR 86.51 -0.3 15.7 NS

Special Opp Inst USD OT OT CYM 06/18 USD 98.40 -0.2 16.3 NS

Special Opp USD OT OT CYM 06/18 USD 96.06 -0.5 15.5 NS

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 05/28 CHF 110.84 0.1 8.5 -5.3

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 06/18 GBP 132.30 0.2 7.2 NS

GH Fund Inst USD OT OT GGY 06/18 USD 112.21 0.4 7.8 NS

GH FUND S EUR OT OT CYM 06/18 EUR 128.87 0.7 8.2 NS

GH FUND S GBP OT OT GGY 06/18 GBP 133.73 0.8 8.4 NS

GH Fund S USD OT OT CYM 06/18 USD 151.22 0.7 8.4 NS

GH Fund USD OT OT GGY 05/28 USD 274.56 0.3 9.3 -3.7

Hedge Investments OT OT JEY 06/18 USD 140.42 NS 7.7 NS

Leverage GH USD OT OT GGY 05/28 USD 120.11 -0.2 16.7 -11.4

MultiAdv Arb CHF Hdg OT OT JEY 05/28 CHF 96.27 1.8 10.4 -7.2

MultiAdv Arb EUR Hdg OT OT JEY 05/28 EUR 105.18 2.1 11.6 -6.4

MultiAdv Arb GBP Hdg OT OT JEY 05/28 GBP 113.47 2.2 11.4 -6.7

MultiAdv Arb S EUR OT OT CYM 06/18 EUR 112.96 2.6 10.8 NS

MultiAdv Arb S GBP OT OT CYM 05/28 GBP 118.35 2.7 12.9 -5.5

MultiAdv Arb S USD OT OT CYM 06/18 USD 128.99 2.4 10.9 NS

MultiAdv Arb USD OT OT JEY 05/28 USD 197.96 2.0 11.7 -5.0

n HSBC Uni-folio
Asian AdbantEdge EUR OT OT JEY 06/18 EUR 96.61 -2.7 1.0 NS

Asian AdvantEdge OT OT JEY 06/18 USD 177.97 -2.6 1.7 NS

Emerg AdvantEdge OT OT JEY 06/18 USD 162.20 -3.1 4.5 NS

Emerg AdvantEdge EUR OT OT JEY 06/18 EUR 90.02 -3.4 4.1 NS

Europ AdvantEdge EUR OT OT JEY 06/18 EUR 131.64 -0.8 7.7 NS

Europ AdvantEdge USD OT OT JEY 06/18 USD 140.01 -0.7 8.1 NS

Real AdvantEdge EUR OT OT JEY 06/18 EUR 104.66 -3.3 1.2 NS

Real AdvantEdge USD OT OT JEY 06/18 USD 105.16 -2.9 1.7 NS

Trading Adv JPY OT OT GGY 06/18 JPY 9508.09 3.1 -0.7 NS

Trading AdvantEdge OT OT GGY 05/28 USD 144.18 2.4 -1.2 NS

Trading AdvantEdge EUR OT OT GGY 06/18 EUR 130.08 2.1 -1.6 NS

Trading AdvantEdge GBP OT OT GGY 06/18 GBP 138.03 2.5 -1.0 NS

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 06/25 USD 733.15 3.3 77.2 -36.6

Meriden Opps Fund GL OT AND 06/23 EUR 47.56 -20.7 -40.7 -33.6

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 SEB ALTERNATIVE INVESTMENT
SEB KEY Europe Equity Long Short
Key Europe Long/Short EUR -IC- OT OT LUX 05/31 EUR 92.38 0.0 5.8 NS

Key Europe Long/Short EUR -RC- OT OT LUX 05/31 EUR 91.37 -0.3 5.2 NS

n SEB KEY Hedge
Key Hedge EUR -IC- OT OT LUX 05/31 EUR 103.23 1.1 7.1 NS

Key Hedge EUR-RC- OT OT LUX 05/31 EUR 102.23 0.9 6.6 NS

n SEB KEY Market Independent II
Key Market Independent II EUR -RC- OT OT LUX 05/31 EUR 97.35 0.9 7.1 -0.4

Key Market Independent II SEK -I- OT OT LUX 05/31 SEK 94.44 0.8 6.8 -0.6

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 05/31 EUR 92.51 2.5 12.0 NS

Key Recovery -RC- OT OT LUX 05/31 EUR 91.51 2.3 11.4 NS

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* GL OT CYM 06/29 USD 35.59 -12.7 -29.5 -29.3

Superfund GCT USD* GL OT LUX 06/29 USD 1951.00 -11.1 -19.8 -24.0

Superfund Green Gold A (SPC) GL OT CYM 06/29 USD 982.95 22.1 8.5 -8.3

Superfund Green Gold B (SPC) GL OT CYM 06/29 USD 896.00 -4.3 -2.1 -18.5

Superfund Q-AG* GL OT AUT 06/29 EUR 6285.00 -5.1 -8.6 -13.9

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 04/30 EUR 988.82 4.6 4.2 NS

Winton Evolution GBP Cls G GL OT CYM 04/30 GBP 996.27 4.9 4.9 NS

Winton Evolution USD Cls F GL OT CYM 04/30 USD 1253.97 4.5 4.3 0.6

Winton Futures EUR Cls C GL OT VGB 04/30 EUR 209.25 5.2 6.3 4.2

Winton Futures GBP Cls D GL OT VGB 04/30 GBP 226.18 5.3 6.7 4.8

Winton Futures JPY Cls E GL OT VGB 04/30 JPY 14808.10 6.6 7.2 3.0

Winton Futures USD Cls B GL OT VGB 04/30 USD 743.74 5.3 6.6 3.9

INDICES
NAV ——————%RETURN ——————
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n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de

ARIX Composite Gross USD OT OT GBR 05/31.00 USD1414.97 7.4 -12.7 -6.5
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Kirchners climb in Argentine polls
Economy, nationalism lift president and her husband ahead of 2011 vote; better reception for World Cup

BUENOS AIRES—President Cris-
tina Kirchner and her husband and
predecessor, Nestor, are enjoying a
political resurgence ahead of next
year’s presidential election, after
more than two years in which Ar-
gentines had grown increasingly
disenchanted with them.

The Perónist power couple is ben-
efiting from a brisk economic recov-
ery, a surge of nationalism triggered
by a bicentennial celebration and the
country’s strong early showing in the
World Cup, as well as missteps by
the deeply divided opposition.

A June poll by the Management
& Fit consultancy put Mrs. Kirch-
ner’s job-approval rating at 31.5%,
up nearly nine points since Septem-
ber, a significant swing in a frag-
mented political environment.

The implications of the recovery
are sparking fierce debate in Argen-
tina, where the leftist Kirchners are
polarizing figures and a fractious
group of pollsters often accuse each
other of conflicts of interest. But as
Mr. Kirchner lays the groundwork
for a run in the October 2011 presi-
dential election, his chances of vic-
tory may be approaching 50%, says
Rice University political scientist
Mark Jones. Mr. Jones says he
might have put the probability at
around 10% a year ago.

The change in the national mood,
which Mr. Kirchner recently charac-
terized as an “outbreak of good vi-
brations,” is still tenuous. While the
Argentine economy is set to grow at
about 7% this year after the global
recession of 2009, annual inflation
stands at around 25%, one of the
highest rates in the world. There
were concerns about the workaholic
60-year-old Mr. Kirchner’s health,
even before he underwent emer-
gency surgery to remove a blockage
from an artery in his neck in Febru-
ary. Meanwhile, a loss by the na-
tional soccer team to Germany in
Saturday’s quarterfinal match would
damp the nation’s mood.

To win Argentines’ affection, the
government has amassed a multibil-
lion-dollar budgetary war chest to
use for patronage and public spend-
ing, funds it has wrested by nation-
alizing private pension funds and
taking control of central bank funds,
among other sources.

During the World Cup, the gov-
ernment has been distributing thou-
sands of digital converter boxes in
the barrios to allow viewers to see
higher-quality images of the games.
The government has started doling
out a highly popular $45-a-month
subsidy for children of poorer fami-
lies, and is gearing up programs to
facilitate credit for housing and auto
purchases, as well as distribute lap-
tops to kids.

Alejandro Bonvecchi, a political
scientist at Torcuato Di Tella Uni-
versity, says he still doesn’t think
any of it will be enough to help Mr.
Kirchner, who was widely written
off a year ago, after the legislative
ticket he headed was outpolled by a
dissident Perónist group in midterm
elections. “People are not stupid,”
says Mr. Bonvecchi. “They will take
the [converters] and vote for the
other guys.”

But the other guys—the opposi-
tion candidates—are being ground
down by withering attacks by the
Kirchners and their own missteps.

One leading presidential aspi-
rant, Vice President Julio Cobos, has
lost some luster, partly due to his
contradictory position of being both
a member of the government and a
top opposition figure who broke
with Mrs. Kirchner after serving as
her running mate. Another opposi-
tion leader, Buenos Aires Mayor
Mauricio Macri, has been charged in
a wiretapping case, which he says
has been trumped up for political
reasons. Congress, where the oppo-
sition won a narrow majority last
year, has at times been unable to
muster a quorum of legislators in
attendance to consider bills.

Federico Aurelio, an analyst at
the Aresco public-opinion firm, says,
“There were high expectations for
the opposition, which weren’t ful-
filled.” Meanwhile, he says, the im-
proved public image of the govern-
ment is “a very real phenomenon,”
fueled by a surging economy that
looks even better these days in com-
parison with troubled Europe.

In 2003, Mr. Kirchner, then a lit-
tle-known Patagonian governor, won
the presidency, largely because
some bigger names in the Perónist
party were hesitant to seek the job
after a horrendous economic col-
lapse in 2001-02. Under Mr. Kirch-
ner, the economy enjoyed a strong

recovery, aided by booming Chinese
demand for Argentine soybeans.

But Mr. Kirchner’s combativeness
was already wearing thin with Ar-
gentines by the time he engineered
the presidential candidacy of his
wife, a longtime legislator, who was
elected in 2007. Just a few months
after she came into office, Mrs.
Kirchner became embroiled in a
bruising battle with farmers over an
export-tax increase, which coupled
with the global recession, sapped
much of her support.

For Mr. Kirchner to win next
year, analysts say he would have to
score a knockout in the first round
of balloting, and avoid a runoff, in
which the opposition would close
ranks around a single candidate and
almost surely defeat him. To win in
the first round, he would need ei-
ther 45% of the vote, or 40% with a
10-point margin of victory.

Mariel Fornoni, an analyst from
Management & Fit, says the Kirch-
ners have a die-hard support of 25%
of the electorate and die-hard oppo-
sition of 50% of voters. She says Mr.
Kirchner’s chances rest with the re-

maining 25% of Argentines, many of
whom have been disappointed by
the opposition.

Among political operators in the
pragmatic, patronage-driven
Perónist system, Mr. Kirchner’s

comeback could be a kind of self-ful-
filling prophecy, says Rice’s Mr.
Jones, because as he rises in the
polls, “the people sitting on the
fence are going to turn to the Kirch-
ner camp.”

BY MATT MOFFETT

President Kirchner and her husband, Nestor, attend a parade in May celebrating Argentina’s independence.
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Aquino graft probe raises economic fears
A decision by Philippine Presi-

dent Benigno Aquino III to launch
high-profile investigations into al-
leged corruption during his prede-
cessor’s administration may help
burnish his antigraft credentials,
but it could also complicate his ef-
forts to push much-needed eco-
nomic and investment reforms, ana-
lysts warned.

Swept into office in May largely
on a promise to clean up Philippine
politics, Mr. Aquino said Tuesday
that one of his first acts will be to
create a Truth Commission to probe
the corruption he and his backers
say flourished under former Presi-
dent Gloria Macapagal Arroyo.

Mr. Aquino has suggested the
commission will focus on cases in-

volving Ms. Arroyo and her allies,
many of whom retain powerful posi-
tions in the Philippine government
and judiciary. Those include claims
of fraud in Ms. Arroyo’s 2004 presi-
dential-election victory and a case
in which her husband allegedly re-
ceived kickbacks in the award of a
$330 million broadband contract to
a Chinese company.

The Arroyos have denied charges
of wrongdoing and Ms. Arroyo ulti-
mately canceled the broadband deal.

Details of the anticorruption ef-
fort aren’t yet known. Mr. Aquino
this week appointed former Su-
preme Court Chief Justice Hilario
Davide to head the commission, but
has said it may take at least a
month before the new president and
Mr. Davide decide on the parame-
ters of the investigation.

Critics of the latest effort, in-

cluding economists and political an-
alysts, question whether the com-
plaints merit more time and money.

Ms. Arroyo is a member of Con-

gress and still commands respect in
some circles, including many foreign
investors who credit her with stabi-
lizing the Philippine economy over
the past decade. Those critics say
they prefer Manila focused on fiscal
reforms to help lift the economy.

Presidential spokesman Edwin
Lacierda said in a news conference
Thursday that it was necessary to
reopen cases because it wasn’t pos-
sible to conduct fully independent
investigations when the previous
government was in power.

“We need to have closure to
move on,” he said, adding that Pres-
ident Aquino will “make sure it will
not be a witch hunt.”

Manila said it is focused on eco-
nomic issues. But Mr. Aquino and
many rank-and-file Filipinos also
seek answers to the lingering allega-
tions of fraud and graft.

Attempts to reach Ms. Arroyo on
Thursday weren’t successful. In an
interview on local television
Wednesday, her eldest son, Juan
Miguel, said the family welcomed
the creation of the commission and
expressed confidence his family will
be exonerated.

On Thursday, Ms. Arroyo filed a
petition seeking amendments to
economic and political provisions of
the country’s constitution—a move
some believe is aimed at turning the
Philippines into a parliamentary de-
mocracy, so she can make an un-
likely bid for prime minister. She
has said a parliamentary democracy
would be more responsive to voters’
needs than the current presidential-
style system.

—Josephine Cuneta
and Rhea Sandique-Carlos
contributed to this article.

BY PATRICK BARTA
AND CRIS LARANO

President Benigno Aquino III
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Growing popularity
Several Argentine polls show an upturn in support for President
Cristina Kirchner and her husband Nestor over the past year.

Sources: Graciela Romer & Asociados (Cristina Kirchner); Management & Fit Consultora (Nestor)
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Europe stocks slide to start quarter
Weak economic reports from China and U.S. overshadow positive Spanish bond auction; auto makers tumble

European stocks started the
third quarter in a slide, as weak Chi-
nese and U.S. economic data under-
lined doubts about the global eco-
nomic recovery.

The euro rose against the dollar,
but oil and gold prices fell.

Weaker-than-expected Chinese
manufacturing data was the catalyst
for a downturn in equities. China’s
purchasing managers index fell to
52.1 in June from 53.9 in May, mark-
ing the second straight month of
slower growth.

Basic resources took the brunt of
the selling as base metals prices de-
clined. ArcelorMittal fell 2.9% in
Paris and Randgold Resources de-
clined 5.4% in London as the Stoxx
600 Europe basic-resources index
fell 3.7%.

The pan-European Stoxx 600 in-
dex fell 2.5% to 237.30. France’s

CAC-40 index lost 3% to 3339.90,
Germany’s DAX fell 1.8% to 5857.43
and the U.K.’s FTSE 100 index slid
2.3% to 4805.75, a 2010 closing low.

While there were a few bright
spots in the day’s news, they were
overshadowed by a raft of disap-
pointing data out of the U.S., which
pushed European stocks further into
the red in the afternoon session.
Jobless claims, manufacturing ISM
and pending home sales all fell
short of expectations.

Another report showed the num-
ber of workers filling new claims for
unemployment benefits rose by
13,000 last week, versus expecta-
tions for a 2,000 decline, while the
ISM index fell to 56 and pending
home sales in May plunged 30%.

The reports pushed U.S. stocks
lower. In 4 p.m. trading, the Dow
Jones Industrial Average fell 41.49
points, or 0.4%, to 9732.53. Prices of
Treasurys rose, sending the 10-year
and 30-year yields to their lowest

since April 2009. Bond yields move
inversely to prices.

The 10-year note rose 7/32 to
104 27/32, to yield 2.931%, and the
30-year bond rose 24/32 to
108 5/32, for a yield of 3.869%.

The economic weakness more
than offset any hint of optimism
brought about by a well-received
Spanish bond auction and a gener-
ous European Central Bank allot-
ment of €112 billion ($137 billion) in
six-day loans.

Meanwhile, in the money market,
the cost of borrowing euros in the
interbank market surged, as banks
repaid a hefty €442 billion one-year
loan to the European Central Bank.
Data from the British Bankers’ Asso-
ciation showed the three-month
euro London Interbank Offered Rate,
or Libor, rose to 0.71750% from
Wednesday’s 0.70625%, its highest
level since Sept. 21, 2009.

Reports due Friday include the
euro-zone producer-price index and

unemployment rate. But the main
focus will be on the U.S. nonfarm
payrolls report. U.S. factory orders
are also on the schedule.

In the currency markets, the
euro got a boost from the successful
Spanish bond auction. Late after-
noon Wednesday in New York, the
common currency was at $1.2492
from $1.2229 late Wednesday and
sterling was at $1.5145 from
$1.4939. The dollar was at 87.48 yen
from 88.39 yen and at 1.0618 Swiss
francs from 1.0777 francs.

Light, sweet crude for August
delivery fell $2.68, or 3.5%, to
$72.95 a barrel on the New York
Mercantile Exchange. Gold for July
delivery slid $39.20, or 3.2%, to
$1,206.30 per troy ounce on the
Comex division of Nymex.

In major market action: Auto
makers were among the losers as
French new-car registrations fell
1.2% in June. Renault fell 4% and
Peugeot tumbled 4.6%, while lux-

ury-car maker BMW fell 4.7% and
rival Daimler lost 3.6%.

Deal speculation drove some
stock activity. Chloride Group fell
4.1% to 370 pence after Swedish-
Swiss engineering giant ABB said it
wouldn’t match a nearly £1 billion
pound ($1.49 billion) offer by Emer-
son Electric to buy the British
power-systems specialist. The Emer-
son bid is valued at 375 pence a
share. ABB shares fell 2%.

Shares of sugar producer Tate &
Lyle rose 1% after it announced it
would sell its EU Sugar Refining op-
erations to American Sugar Refin-
ing—better known as Domino
Sugar—for £211 million.

BP shares also bucked the down-
ward trend, rising 2.8%. The latest
report from the oil giant suggests
the first relief well to stem the Gulf
oil spill may be completed earlier
than forecast.

—Neelabh Chaturvedi
contributed to this article.

BY MICHELE MAATOUKS
AND SARAH TURNER

holders of the British insurer balked
at the price. AIG’s board rejected a
lower price of $30.38 billion after
some company advisers indicated
AIA could be valued at $32 billion to
$36 billion following an IPO.

Mr. Benmosche has a history of
threatening to leave the company in
his short tenure, which dates to Au-
gust of last year. His latest stance
appeared an effort to signal he
needs authority to make decisions
for AIG and determine the fate of
major assets, said people familiar
with the matter.

Those assets could include the
Japanese life-insurance companies.
AIG Star and Edison had been on
the block. But after Mr. Benmosche
visited the units in Japan in October
2009, AIG said it planned to retain
the pair of companies “for the fore-
seeable future” in part to help stabi-
lize their businesses.

Since then, the performance of
AIG Star and Edison, along with the

Continued from page 17 deal-financing environment, have
improved, said a person familiar
with the matter.

Continued interest from potential
buyers may also have prompted AIG

to revisit the idea of selling the two
units. There is no formal sale pro-
cess in place yet, the person said.

Angelo Graci, managing director
at Chapedaine Credit Partners in
New York, estimated the two Japa-
nese businesses could be worth $4
billion to $6 billion in a sale, based
on their book values.

Analysts have long considered
Prudential Financial Inc.—a major
insurer based in Newark, N.J., that
isn’t related to Prudential PLC—to
be a logical buyer of the two compa-
nies. Prudential has large operations
in Japan and it has stated its inter-
est in expanding there. Analysts
view Prudential as having strong ex-
pertise in the Japanese market.

Prudential declined to comment
on any possible acquisition activity
related to the AIG properties. An
AIG spokeswoman also declined to
comment.

AIG’s move to rethink the status
of the Japan units shows the degree
to which its asset-sales strat-
egy—designed to repay funds for
the company’s 2008 bailout—re-
mains in flux. Last summer, when
Mr. Benmosche took the company’s
helm, he emphasized that he
wouldn’t be rushed into deals.

—Joanna S. Lublin
and Leslie Scism

contributed to this article.

AIG chief, chairman try to mend
discord; Japan units for sale?

Continued interest from
potential buyers may also
have prompted AIG to revisit
the idea of selling AIG Star
Life Insurance and AIG Edison
Life Insurance in Japan.


