
VO L . X X V I I I N O. 1 1 1 Friday - Sunday, July 9 - 11, 2010

Ba
hr

ain
BD

1.5
0

-E
gy

pt
$1

.75
(C

/V
)

Jo
rd

an
JD

2
-K

uw
ait

KD
1

-O
m

an
OR

2
Qa

ta
rQ

R1
4

-S
au

di
Ar

ab
ia

SR
14

£1
.50

EUROPE

DJIA 10138.99 À 1.20% Nasdaq 2175.40 À 0.74% Stoxx Eur 600 248.60 À 1.03% FTSE 100 5105.45 À 1.81% DAX 6035.66 À 0.71% CAC 40 3538.25 À 1.57% Euro 1.2680 À 0.37% Pound 1.5160 g 0.27%

europe.WSJ.com

On top of her game: A prize year
for the architect Kazuyo Sejima
WEEKEND JOURNAL

Driving force: China puts
German cars in fast lane
BUSINESS & FINANCE 17

The Quirk

The golden egg: Selling
diapers for chickens that
roam around the house.
Page 29

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

Editorial
& Opinion

Does the ECB need a stress
test? Page 13A model wears a creation from Allude’s Spring/Summer 2011 collection at Berlin Fashion Week on

Thursday. The German capital aims to become Europe’s center of fashion. Articles, Weekend page W3.

Berlin steps into fashion spotlight

Associated Press

Alleged spies
to plead guilty
in Russia case

Ten members of an alleged
Russian spy ring in the U.S.
gave their true names and
birth dates in court on Thurs-
day as they prepared to enter
guilty pleas to criminal
charges as part of a plea deal
with the U.S. government.

The defendants were ex-
pected to enter guilty pleas to
a single count of conspiracy to
act as an unregistered agent
for a foreign government in
federal court in Manhattan.
Assistant U.S. Attorney
Michael Farbiarz said the de-
fendants were prepared to en-
ter guilty pleas under agree-
ments with prosecutors.

Seven of the 10 defendants
in court gave different names
than the identities they had
been living under in the U.S.

Under the deal, the defen-
dants would agree to be ex-
pelled from the U.S. in ex-

change for avoiding prison,
one U.S. official familiar with
the agreement said.

The agreement is expected
to speed negotiations for a
swap between the U.S. and
Russia of the alleged deep-
cover agents for prisoners be-
ing held in Russia. U.S. au-
thorities are helping relatives
of the alleged agents make ar-
rangements for children of the
accused to travel to Russia, a
U.S. official familiar with the
matter said.

It wasn’t clear how many
prisoners from Russia would
be released as part of a swap
or whether any of those would
be announced publicly. In
Moscow, government officials
declined to comment on the
case.

U.S. and Russian officials
began discussing a possible
swap within hours after U.S.
federal agents completed their
arrests of the alleged agents
June 27, a U.S. official familiar
with the talks said. Unlike the
Cold War days, when Russia
and the U.S. met in neutral

territory such as Geneva,
much of the negotiating oc-
curred in Washington, the of-
ficial said. Russian officials
didn’t attempt to deny links to
the agents, the official said.

Relatives and advocates of
Igor Sutyagin, a Russian con-
victed of spying for the U.S.,
said they believed Mr.
Sutyagin has left Russia or
would soon leave in what was
likely to be the first step in a
swap for the accused spies in
the U.S.

“No one has solid informa-
tion,” his mother, Svetlana,
said by phone from her apart-
ment outside Moscow where
she and other family were
awaiting word. “Nobody has
said anything officially and
Igor himself hasn’t called.”

Earlier reports that Mr.
Sutyagin been sighted in Vi-
enna were based on uncon-
firmed reports from journal-
ists calling the family for
information, family members
said. Austrian officials de-
clined to comment.

Please turn to page 5

By Michael Rothfeld
and Chad Bray in New

York and Gregory L.
White in Moscow

Antibody discovered
for 91% of HIV types

In a significant step to-
ward an AIDS vaccine, U.S.
government scientists have
discovered three powerful an-
tibodies, the strongest of
which neutralizes 91% of HIV
strains, more than any AIDS
antibody yet discovered.

Looking closely at the
strongest antibody, they have
detailed exactly what part of
the virus it targets and how it
attacks that site.

The antibodies were dis-
covered in the cells of a 60-
year-old African-American
gay man, known in the scien-
tific literature as Donor 45,
whose body made the anti-
bodies naturally. Researchers
screened 25 million of his

cells to find 12 that produced
the antibodies. Now the trick
will be for scientists to de-
velop a vaccine or other
methods to make anyone’s
body produce them.

That effort “will require
work,” said Gary Nabel, direc-
tor of the Vaccine Research
Center at the National Insti-
tute of Allergy and Infectious
Diseases, who was a leader of
the research. “We’re going to
be at this for a while” before
any benefit is seen in the
clinic, he said.

The research was pub-
lished Thursday in two papers
in the online edition of the
journal Science, 10 days be-
fore the opening of the large
International AIDS Conference

Please turn to page 3
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India’s fight
to meet need
for electricity

India is aching for electricity. In-
vestors could make a bundle by
soothing that pain.

Everything from rising demand
by manufacturers to the extension
of the grid to previously powerless
villages means electricity consump-
tion in India should double by 2020,
KPMG forecasts. Supply, though,
isn’t keeping up. India will achieve
only 79% of its planned expansion in
power capacity by 2012, the govern-
ment recently said.

Enter the private sector.
In the past 18 months, power

companies have raised $38.4 billion
through debt and stock sales to fi-
nance plant construction, Dealogic
says. Reliance Power is building 16
plants. The power-generation sector
could receive more than $78 billion
in private investment in the next
five years, says Crisil Research, but
that doesn’t mean the shortage is
likely to fade soon. India’s per-cap-
ita electricity use is the lowest in
Asia, Macquarie Research says.

New Delhi caps what power pro-
ducers charge, but one big draw for
private industry is the so-called
merchant power market, in which
utilities sell directly to consumers
on exchanges. Because demand on
these is typically short-term in na-
ture, the price fetched can be nearly
double that of a long-term contract.

When it comes to the power
companies, Tata Power is a stand-
out. Macquarie Research estimates
the company will be able to increase
capacity by 180% in the next three
years. Tata trades at a discount to
its smaller listed peers, which ex-
pect even higher growth. But the
company deserves more credit for
its experience in the sector and high
governance standards.

Tariffs are high enough that
companies are profitable. New Delhi
has lately been moving toward de-
regulation of its energy markets.

This is one Indian deficit inves-
tors should welcome.

—Harsh Joshi

Europe’s banks chase after cash
in effort to leap stress-test hurdle

If the European bank “stress
tests” are to be successful, they must
include a credible plan to recapital-
ize banks that fail. But where will
this money come from? Some fear
weaker European sovereigns may
lack the wherewithal to support
their banks. But speculation that the
European Financial Stability Facility,
the €500 billion ($633 billion) bail-
out fund set up to help euro-zone
governments meet their funding
challenges, could be a simple solu-
tion looks optimistic. There are
plenty of hurdles to overcome.

First, the purpose of the EFSF is
to provide financial support to a
country in exceptional difficulties,

not to be a handy source of bank
capital alone; a sovereign would have
to be in dire straits to tap it. Second,
while there is a €60 billion compo-
nent funded under the European
Union budget, the other €440 billion
is unfunded. The EFSF has only just
started the process to get a credit
rating, and it may yet find getting a
triple-A rating tough and drawn-out.
Third, a borrower will have to nego-
tiate with the European Commission,
European Central Bank and Interna-
tional Monetary Fund: the EFSF
can’t fund itself in advance of a loan
request, potentially reducing the
timeliness of any transfer. And for
many, the EFSF only works as a

backstop: use of it may simply cause
a new, deeper euro-zone debt crisis.

Some funding is available already.
German-, Spanish- and Greek-dedi-
cated bank-support facilities total
€72 billion, and another €58 billion
might be available from domestic
budgets, Credit Suisse estimates.
That €130 billion sounds adequate.
But the risk remains that the needs
of a country’s banking system and
that country’s ability to provide sup-
port won’t match up neatly.

The euro-zone may yet try to find
a way to turn the EFSF into a bank-
rescue fund to quash that fear. But
investors shouldn’t count on it.

—Richard Barley

The steady descent of Man continues
Investors have been flocking back

to hedge funds this year, but not to
Man Group. After two consecutive
years of outflows, the global hedge-
fund industry took in $13.7 billion in
net new capital in the first quarter,
according to Hedge Fund Research.

But U.K.-listed Man has seen as-
sets fall 9% so far this year. Private
investors, the bulk of its business,
withdrew a net $600 million in funds
in the second quarter, just as they
did in the first.

The issue isn’t primarily perform-
ance. Although Man’s flagship fund
AHL is still 14% below its high-water
mark, where the group can charge
performance fees, it is up 2.3% for
the year through May.

That compares with 1.3% for a
global index of hedge funds. Ore Hill,
Man’s other single-managed fund, is
up 19.4%.

Man hopes solid investment per-
formance will ultimately boost sales,
which are currently near historic
lows. But its high-fee, retail-focused
business is flagging. Man made a

fortune during the boom pushing
capital-guaranteed versions of its
funds in markets such as Asia, but
capital guarantees are becoming
more expensive while tastes are
changing: Sales have recently been
overtaken by lower-margin, open-
ended fund products.

Man also has struggled to expand
its institutional business, crucial

now that institutions make up al-
most three-quarters of total hedge-
fund investment.

Institutional clients have fallen to
just 30% of assets under manage-
ment, compared to a historical tar-
get of about 40%.

Man’s institutional redemptions
slowed in the second quarter, but its
managed-account business, key to
driving future sales, is rising only
gradually and it faces strong compe-
tition from lower-cost rivals such as
Winton Capital.

True, Man’s $1.6 billion acquisi-
tion of GLG Partners, expected to
close this September, will boost both
its product offering—into long-only
funds—and its institutional business.
But even so, with margins for insti-
tutional business some three times
lower than those for private clients,
Man will struggle to reach its
pre-2008 glory days. Man shares are
down 40% year to date, a reflection
of how far investors’ faith in Man
has been shaken.

—Hester Plumridge

No letting up
Cost of insuring debt of European
financial companies and European
sovereigns, year to date, in
thousands of dollar per year.

Source: Markit
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Gold-plated investment, or bull
metal racket? We overhear from
one large bank that a growing
stream of investors is requesting
access to hedge funds priced in
gold rather than easily printable
dollars.

The likes of John Paulson have
led the way already. He offers in-
vestors the chance to pursue regu-
lar hedge-fund investment strate-
gies, using gold as the reference
currency. Mr. Paulson’s investors
have about 30% of their assets in
gold-denominated funds.

The yellow metal is no sure
thing. Using gold as a currency
won’t necessarily help poor per-
formance of an underlying fund.
And it could, of course, backfire.
But, for now, it is working out. Mr.
Paulson’s main fund is down 5.8%
for the year, while the gold-denom-
inated version is up 5.6%. With
markets volatile, and gold holding
its own against paper currencies,
more hedge funds may be tempted
to follow suit.
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Stress tests could be too little, too late

The European Union
desperately hopes that its bank
stress tests will restore confidence
in the battered regional financial
system. Policy makers are hoping
that by demonstrating that the
banks are healthy—and
recapitalizing those that
aren’t—they can persuade foreign
investors to reopen vital funding
markets, restoring liquidity to the
system.

But what if this exercise comes
just too late? What if the problem
now goes beyond simply mistrust
of Europe’s banks, or even the
ability of individual sovereigns to
meet their obligations? What if
foreign investors have simply lost
confidence in Europe itself?

The present situation is
certainly serious. Dollar funding
markets at maturities beyond
three months effectively have
been closed to European banks
since at least April, reflecting the
refusal of U.S. investors to lend
money to Europe. U.S. banks also
are refusing to lend to European
banks on the interbank market.

A banker who recently
returned from Asia said the first
question from every banker he
met there concerned European
counterparty risk. Even within
Europe, the repo market is shut to
banks from Greece and Portugal
regardless of their collateral,
according to someone familiar
with the situation.

The result is that parts of the
European financial system remain
heavily dependent on the
European Central Bank, which
three years into the financial
crisis continues to provide
unlimited liquidity to the markets
at ultra-low rates.

Without this liquidity,
European funding costs would go
through the roof, most likely
triggering a financial meltdown
across the continent. The ECB can
in theory carry on funding the
banks like this for years, but as
long as the euro-zone banking

system remains on life support
and private markets remain
closed, euro-zone economies will
remain vulnerable.

The snag is that the sheer
scale of the damage to confidence
caused by the euro crisis is
beyond the capacity of a mere
bank stress test—no matter how
rigorous—to repair.

For years, global capital flows

have been growing, with Europe
attracting a large share of the
funds. But much of the flow of
capital into Europe was predicated
on the belief that euro-zone
markets were essentially fungible,
reflected in the almost complete
convergence of sovereign and
bank credit spreads.

That belief has been dealt a
mortal blow.

Suddenly, investors have
discovered that many of the old
reasons that made them steer
clear of certain European
markets—different political and
legal systems, different languages
and different regulators—remain
in 2010. The euro zone’s
inadequate governance, widely

acknowledged when the euro was
created but subsequently
forgotten during the boom, has
been laid bare.

The restatement of Greece’s
national accounts damaged the
credibility of the entire continent.
The slow, uncoordinated response
to the subsequent sovereign-debt
crisis has left a lasting impression
on investors that will take years
to repair.

The risk that this loss of
confidence in European assets
might prove lasting was one the
Bank of England identified in its
latest Financial Stability Report.

It warned that European
markets risked being squeezed
between a flight to safety on the
one hand and a flight East and
West on the other, with investors
increasingly looking to emerging
markets in Asia, Latin America
and the U.S. for their foreign
exposures.

Such a redistribution of risk
capital would weigh on prospects
for growth in Europe, since
funding costs would remain at
current high levels, despite the
liquidity provided by the ECB.
Several European government, for
example, are paying substantial
yield premiums over German
bonds, which increases the
pressure on their fiscal position.

Longer term, a shift in capital
allocations away from Europe
toward emerging markets risks
causing an overheating of some

economies. Some emerging-
market central banks already are
facing a dilemma, balancing the
need for interest-rate hikes to
cool domestic conditions versus
the risk that higher rates will
attract further capital, creating
unsustainable bubbles, and
exacerbating the global
imbalances that lie at the heart of
the crisis.

The world needs Europe to
tackle its credibility deficit so that
it can attract global capital flows
once again. But that’s probably
going to take a lot more than just
a bank stress test.

Ingenious solution
Buried away in the new

European bank-bonus directive is
a clause saying that banks can
choose to pay bonuses in
contingent capital rather than
straight equity. This is unlikely to
have been included by accident
and is potentially very significant.

Contingent capital, bonds that
convert into equity on hitting a
preset trigger, are potentially a
very useful tool to help prevent a
repeat of the problems that
emerged in the financial crisis,
when banks turned out not to
have sufficient loss-bearing
capital. But the snag until now has
been working out who will buy
these bonds. Insurers, typically
among the biggest buyers of bank
bonds, are reluctant to buy
anything that risks turning into
equity and at the very least are
likely to demand a very high price
for their support.

But allowing banks to issue
them to their employees is a
potentially neat solution. The
bank gets a cheap source of
substantial funding, removing the
need to go out and sell bonds in
the market. That would enable it
to reduce its cost of capital and
boost its return on equity, to the
benefit of both shareholders and
employees who could expect
higher bonuses in future. At the
same time, the threat of
conversion into equity should act
as a major incentive to employees
not to blow up the bank.
Ingenious.

Investors are finding their old fears about the euro are still relevant in 2010.
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Autos

n German luxury car markers
saw a steep rise in sales in the
first half of 2010, driven by de-
mand from China, the world’s big-
gest auto market. BMW, Volks-
wagen’s Audi and Daimler’s
Mercedes-Benz posted double-
digit growth rates. BMW retained
its top ranking, boosted by de-
mand for new models.

n Renault’s global vehicle sales
rose 22% in the first half of this
year to 1.35 million vehicles, as
strong sales in fast-growing mar-
kets in Asia and Latin America
offset sluggish growth in Europe.

n BYD, a Chinese car and battery
maker, said its auto sales in June
fell 21% from the previous month,
but were up 3.2% from a year ear-
lier. BYD, 10%-owned by MidAmer-
ican Energy, a unit of Warren Buf-
fett’s Berkshire Hathaway, sold
about 35,000 cars in June, a BYD
official said.
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Aviation

n In a blow to Airbus, the WTO
said it will delay by two months a
ruling on a complaint by the EU
accusing the U.S. of providing ille-
gal public subsidies to Boeing.
Airbus saw many of its own subsi-
dies ruled illegal by the WTO last
week. The postponement gives
Boeing at least two more months
of advantage in a public-relations
battle that could help the airplane
maker win a $40 billion Pentagon
contract for as many as 179 midair
refueling tankers.
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Banking

n Two London financial-sector
heavyweights are behind a new
vehicle to buy U.K. banking assets
that is expected to list on the Lon-
don Stock Exchange within weeks.
Peter Levene, chairman of Lloyd’s
of London, the insurance market,
will be chairman of the new vehi-
cle, while David Walker, who re-
cently led a corporate-governance
review of the banking sector, will
hold a nonexecutive role.

n Japan’s Sumitomo Mitsui Fi-
nancial Group is aiming to acquire
at least a 20% stake in a U.S. bank
with a robust wholesale operation
in a bid to strengthen there.

i i i

Energy

n Chesapeake Energy is seeking
Chinese and other Asian investors
to take stakes in multibillion-dol-
lar gas projects in the U.S. Chesa-
peake, one of the pioneers in
opening up new reserves of natu-
ral gas in the U.S., has been talk-
ing to Chinese firms about buying
as much as 20% of its Eagle Ford
field in Texas, Chief Financial Of-
ficer Marcus Rowland said.

i i i

Entertainment

n Disney suffered a blow after a
California jury ruled against the
company in a lawsuit brought by
Celador over royalties for the hit
game show “Who Wants to Be a
Millionaire.” Celador, which sold
the U.S. rights to “Millionaire” to
Disney’s ABC network in 1999 af-
ter a successful run in the U.K., al-
leged that Disney units ABC and
Buena Vista Television concealed
profits earned on the show to

avoid paying licensing fees
“through a complex web of self-
dealing transactions.”

i i i

Hedge funds

n Man Group, the U.K. hedge-
fund company being taken over by
GLG, said assets under manage-
ment fell to $38.5 billion as of
June 30, down 2.3% from March
31, as investors pulled money out
amid falling markets. Man could
be selling products to investors in
mainland China within a few
years, if lobbying efforts pay off,
said CEO Peter Clarke.

i i i

Investing

n Temasek Holdings, Singapore’s
state-owned investment firm,
posted a 26% drop in net profit
for the year ended March 31 to
about $3.3 billion on the back of
weaker contributions from its
portfolio companies, even as its
portfolio rose 43% in value. The
divergence shows that the share

price of many companies owned
by Temasek did well as global
capital chased returns in emerging
markets, yet many had trouble
making money.

i i i

Law

n Bloomberg is entering the
market for electronic legal re-
search, going into direct competi-
tion with Westlaw and LexisNexis,
two services that dominate a busi-
ness that generates $8 billion a
year in revenue.

i i i

Pharmaceuticals

n Merck, the U.S. pharmaceuticals
company, plans to close 16 facili-
ties world-wide as part of its inte-
gration of Schering-Plough that
will entail a 15% reduction in jobs.
Merck will phase out operations
at eight research sites over the
next two years. The sites are lo-
cated in Montreal; the Nether-
lands; Denmark; Germany; Scot-
land; and Cambridge, Mass.

i i i

Private equity

n Carlyle Group bought six land-
mark London properties—for-
merly part of Simon Halabi’s
property portfolio, the White
Tower—for £671 million (about $1
billion). The properties, compris-
ing the Thames Portfolio and Al-
ban Gate, total more than 1.6 mil-
lion square feet generating more
than £62 million of rent annually
from tenants such as J.P. Morgan
Chase, UBS and IB.
n Carlyle agreed to buy an 11.3%
stake in one of China’s largest
feed makers, C.P. Pokphand, for
$175 million.

i i i

Property

n GIC Real Estate, Government of
Singapore Investment Corp.’s real-
estate arm, is leaning toward an
IPO of its overseas assets, two
people with knowledge of the deal
said. GIC Real Estate invests glo-
bally in real estate and related as-
sets outside Singapore. It manages

a multibillion-dollar portfolio of
direct and indirect property in-
vestments with close to 300 in-
vestments.

i i i

Retail

n U.S. retailers reported tepid re-
sults for June, with some stores
benefiting from aggressive promo-
tions and others hurt by re-
strained consumer spending.
Costco’s sales rose less than ex-
pected, while Limited’s jumped.

n Fast Retailing, with sales
growth at its Uniqlo stores start-
ing to falter, cut its net profit and
revenue outlook for the full fiscal
year and reported weaker results
for the third quarter. The Japa-
nese clothing-store operator said
hefty rent for its Fifth Avenue
store in New York, due to open
sometime next year, also caused it
to lower its full-year estimates.

i i i

Shipping

n Maersk, the world’s largest con-
tainer-shipping company, raised
its full-year earnings forecast, say-
ing it now expects to make a big-
ger profit than it did two years
ago, but it cautioned its guidance
still was subject to considerable
uncertainty.

i i i

Technology

n Nokia asked Russian police to
help it recover a prototype smart-
phone the company says was ob-
tained by a gadget blogger, who
posted photos and penned a criti-
cal review this spring. The Mos-
cow-based blogger, Eldar Mur-
tazin, said he was contacted by
the Interior Ministry’s economic
crimes department and he will be
meeting with authorities Friday.

n Europe’s highest court con-
firmed an earlier ruling that com-
panies using the names of com-
petitors as Internet ad keywords
are not infringing European trade-
mark laws.

n Philips named company veteran
Frans van Houten as its next pres-
ident and CEO, subject to share-
holder approval. Van Houten, who
was a member of the Netherlands-
based electronics giant’s manage-
ment board until 2006, will take
over from Gerard Kleisterlee when
he retires in April.

n In Sun Valley, Idaho, tech and
media executives and investors
gathering at the Allen & Co. con-
ference were sounding new alarms
bells about the economy, worried
it could wipe out recent growth.

i i i

Telecommunications

n Telefónica got a boost in its bid
to control Brazilian company Vivo
from Europe’s highest court,
which confirmed the Portuguese
government’s golden share in Por-
tugal Telecom is illegal. Portugal
used its golden share as recently
as June 30 to block Telefónica’s
€7.15 billion ($9 billion) bid to ac-
quire Portugal Telecom’s stake in
Vivo, the companies’ Brazilian mo-
bile joint venture.

BUSINESS WATCH

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

Solar Impulse CEO and pilot Andre Borschberg flies an experimental plane that has the wingspan of a Boeing 777
passenger jet. His team says it has now demonstrated that the single-seat plane can theoretically stay in the air
indefinitely, recharging its depleted batteries using 12,000 solar cells and nothing but the rays of the sun during the day.

Reuters

In Switzerland, solar-powered plane completes 24-hour flight
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Adidas spins its unpopular Cup ball
BERLIN—Adidas AG named the

ball it designed for the World Cup
after the Zulu phrase “to rejoice,”
but players and coaches aren’t cele-
brating the Jabulani, taking the
gloss off the sports-equipment
maker’s marketing campaign.

Adidas has made the redesign of
the tournament ball every four years
a central part of its product strategy,
selling 13 million Jabulani-themed
balls so far. The company claims its
engineering has transformed foot-
ball technology and improves the
standard of play.

Many players and coaches at the
World Cup beg to differ: Winning
and losing teams have complained
that the ball moves in mysterious
ways. Adidas says complaints about
its World Cup balls come and fade
like clockwork every four years. “It’s
a little bit of a joke,” said Antonio
Zea, director of football for Adidas
America.

The Jabulani is the 11th World
Cup match ball produced by Adidas
and previous balls were also unpop-
ular with players. The ball for the
2006 World Cup staged in Germany
was “the worst-designed ball I have
ever encountered,” said England’s
goalkeeper Paul Robinson. Spanish
players compared the 2002 World
Cup ball to a beach ball. But in an
unprecedented move, football’s rul-
ing body FIFA has vowed it will look
into the issues after the tournament.

Goalies particularly hate the Jab-
ulani. “Terrible,” said the U.S.’s re-

serve keeper Marcus Hahnemann.
Gianluigi Buffon of Italy called it un-
predictable, while Brazil’s Júlio
César compared it to a ball you
could buy at a “grocery store.” David
James of England said it is “dread-
ful.”

While those losing players’ com-
plaints could be called sour grapes,
even Iker Casillas—whose Spanish
team has made it to Sunday’s final
game—said the ball is “appalling.”

Many pundits agree that the ball
wobbles weirdly in the air on long-
range shots, causing goalies to miss
what should have been easy saves,
including in U.S. versus England,
Slovenia versus Algeria, and Ghana
versus Uruguay.

Slovenia’s team captain, Robert
Koren, scored the winning goal
against Algeria with a shot from
nearly 30 yards out and admitted
that he benefited from the ball’s un-

predictable flight. “Every player, if
he is being honest, will tell you there
is something strange about the ball,”
Mr. Koren said.

The moaning hasn’t affected
sales of Jabulani-themed footballs,
which range in price from $150 for
the real thing to $12 for a mini rep-
lica ball. Adidas’s ball sales in the
U.S. have doubled since 2006.

The ball “is huge for us,” Mr. Zea
said by telephone from South Africa

Thursday. “It’s the icon for the tour-
nament.”

Adidas claims this year’s ball is
the most perfect sphere in football
history, has tiny grooves to improve
flight accuracy, and makes more op-
timal contact with players’ boots
thanks to having fewer seams.

However, FIFA Secretary-General
Jérome Valcke acknowledged play-
ers’ unhappiness in a news confer-
ence, saying “FIFA is not unrecep-
tive to what’s being said about the
ball.” The Jabulani is “very differ-
ent” from previous balls, he said.

FIFA plans to talk to coaches,
players and technical specialists af-
ter the tournament about the ball,
but the governing body hasn’t said
what action it might take for future
tournaments, if any.

Adidas’ Mr. Zea said complaints
are dwindling as players get more
familiar with the Jabulani during the
tournament. Mr. Zea noted that
Dutch defender Giovanni van Bron-
ckhorst’s 35-yard drive during the
Holland-Uruguay semifinal on Tues-
day went into the net like a “laser
beam...going exactly where he
wanted the ball to go.”

Adidas says it tested the ball ex-
tensively using robots, wind tunnels
and other technology. It detected no
problems with accuracy, Mr. Zea
said.

But U.S. goalie Mr. Hahnemann
said during a news conference in
South Africa that technology isn’t
everything. “Scientists came up with
the atom bomb, doesn’t mean we
should have invented it,” he said.

BY LAURA STEVENS

England’s goalkeeper, Robert Green, allowed the tying goal to the U.S. on June 12 when the ball bounced off his hands.
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in Vienna, where prevention science
is expected to take center stage.

More than 33 million people were
living with HIV at the end of 2008,
and about 2.7 million contracted the
virus that year, according to United
Nations estimates. Vaccines, which
are believed to work by activating
the body’s ability to produce anti-
bodies, eliminated or curtailed
smallpox, polio and other once-
feared viral diseases, so they have
been the holy grail of AIDS research.

Last year, following a trial in
Thailand, results of the first HIV
vaccine to show any efficacy were
announced. But that vaccine re-
duced the chances of infection by
only about 30%, and controversy
erupted because in one common
analysis the results were not statis-
tically significant. That vaccine was
not designed to elicit the new anti-
bodies.

The new discovery is part of
what Wayne Koff, head of research
and development at the nonprofit
International AIDS Vaccine Initia-
tive, calls a “renaissance” in HIV
vaccine research.

Antibodies that are utterly inef-
fective, or that disable just one or
two strains, are common. Until last
year, only a handful of “broadly neu-
tralizing antibodies,” those that effi-
ciently disable a large swath of HIV
strains, had been discovered, and
none of them neutralized more than
about 40% of known HIV variants.

But in the last year, thanks to ef-
ficient new detection methods, at
least a half dozen broadly neutraliz-

Continued from first page ing antibodies, including the three
latest ones, have been identified in
peer-reviewed journals. Most of the
new antibodies are also more po-
tent, able to knock out HIV at far
lower concentrations than their pre-
viously known counterparts.

Dennis Burton of the Scripps In-
stitute in La Jolla, Calif., led a team
that discovered two broadly neutral-
izing antibodies last year; he says
his team has identified additional,
unpublished ones.

Some of the new antibodies at-
tack different points on the virus,
raising hopes that they could work
synergistically. In unpublished re-
search, John Mascola, deputy direc-
tor of the Vaccine Research Center,
has shown that one of Dr. Burton’s
antibodies neutralizes virtually all
the strains that are resistant to the
strongest new antibody, called
VRC01, and vice versa. Only one
strain out of 95 tested was resistant
to both antibodies, he said. Dr. Mas-
cola is one of the authors of Thurs-
day’s papers.

In a little-noticed study published
earlier this year in the Proceedings
of the National Academy of Sci-
ences, scientists at Merck & Co. pro-
vided what Dr. Koff calls a “proof of
principle” that other researchers
can build on. Starting with an old
antibody—one that is much weaker
than the newly found ones—the
Merck researchers created replicas
of its target site. Eventually, Merck
was able to produce experimental
vaccine candidates capable of stimu-
lating guinea pigs and rabbits to
produce the antibody.

Antibody neutralizes
91% of HIV strains
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Europe

n ECB President Jean-Claude
Trichet said that banks and regu-
lators must take action to
strengthen banks’ resilience to
shocks and safeguard Europe’s fi-
nancial system, as the central
bank held rates steady. Trichet de-
clined to add any detail about
bank stress tests, but encouraged
market participants to wait until
the results were published July 23
before judging them too harshly.
n While the stress tests of banks
have received a mildly warm re-
ception from investors, details of
the program remain shrouded in
secrecy as European regulators
squabble over how to implement
the tests.

n Greek lawmakers approved
sweeping changes to the pension
system and labor laws Thursday
as the government tries to cut its
massive debt. The vote in Parlia-
ment was held during a peaceful
but paralyzing 24-hour general
strike called by unions in protest.

n Spain will approve an overhaul
of savings-bank regulations on
Friday, opening the door to pri-
vate ownership of the mutually
owned savings banks or “cajas,”
Prime Minister José Luis
Rodríguez Zapatero said.

n The new Czech central-bank
governor said uncertainty sur-
rounding the euro zone in the
wake of the Greek debt crisis is so
great that there is no point con-
sidering adopting the common
currency for now and expressed
serious reservations about possi-
ble new Europe-wide regulations.

n In Turkey, an imminent show-
down over the country’s political
future appears to have cooled for
the summer after its top court de-
cided not to veto proposed
amendments to the country’s ba-
sic law, defying many Turks’ ex-
pectations that the court would
escalate a constitutional crisis.

n Three suspected al Qaeda
members were arrested in Europe
in what Norwegian and U.S. offi-
cials said was a bombing plot
linked to the attempted bombing
of New York’s subway last year
and related U.K. plans.

n A U.K. jury convicted three
British Muslims of conspiring to
murder hundreds of people as
part of a 2006 plot to blow up
planes flying over the Atlantic.

n A treasure hunter using a
metal detector has found about
52,500 Roman coins, one of the
largest such finds ever in Britain,
officials said. The hoard, which
was valued at £3.3 million ($5 mil-
lion), was found in a field in
southwestern England.

i i i

U.S.

n Alleged Russian spies in the
U.S. gave their true names and
birth dates in court as they pre-
pared to enter guilty pleas to
criminal charges as part of a plea
deal with the U.S. government.
The defendants were expected to
enter guilty pleas to a single
count of conspiracy to act as an
unregistered agent for a foreign
government in federal court in
Manhattan. Seven of the 10 defen-
dants in court gave different
names than the identities they
had been living under in the U.S.

n U.S. government scientists, in a
significant step toward an AIDS
vaccine, discovered three powerful
antibodies, the strongest of which
neutralizes 91% of HIV strains,
more than any AIDS antibody yet
discovered.

n The IMF advised the Obama
administration to consider raising
taxes and reducing Social Security
benefits as ways to contain the
U.S. budget deficit and public
debt. In its annual review of the
U.S. economy, the IMF forecast
that the economy will grow 3.3%
this year, and then not top 3% an-
nual growth over the following
five years, a more pessimistic out-
look than that of the U.S. adminis-
tration.
n The IMF said the slow-motion
global recovery is losing steam,
with growth over the next 18
months widely expected to fall be-
low the pace of the first half of
2010.

n The Obama administration is
demanding that BP provide the
federal government with more in-
formation about its plans to
stanch the Gulf of Mexico oil spill
as cleanup efforts reach a critical

stage with the peak of hurricane
season looming.

n President Barack Obama im-
plored heartland voters to believe
his economic policies averted im-
pending disaster, pushing a hard-
to-swallow message at a time
when unemployment still hovers
near double-digit levels.

n The number of workers filing
new claims for unemployment
benefits fell last week by 21,000
to 454,000, a higher count than
analysts expected.

n Consumer borrowing fell again
in May, more evidence that Ameri-
cans remain jittery over their fi-
nances and the durability of the
economic recovery.

n Marine Corps Gen. James Mat-
tis has been picked to take over
U.S. Central Command, the Penta-
gon announced. Mattis would suc-
ceed Gen. David Petraeus, who is
now in Afghanistan as the U.S.
and NATO’s top military officer
there. The shake-up comes as the
American public questions
whether the fight in Afghanistan
can be won, and the Defense De-

partment is reeling from losing its
top war commander Gen. Stanley
McChrystal.

i i i

Americas

n Cuban opposition activist
Guillermo Farinas ended his 134-
day hunger strike, following signs
the communist government is
making good on its promise to re-
lease 52 political prisoners. Kept
alive by intravenous feeding, Fari-
nas had refused food and water
since shortly after the Feb. 23
death of fellow dissident Orlando
Zapata Tamayo, who died follow-
ing a lengthy prison hunger strike
of his own behind bars.

i i i

Asia

n Japan’s economic recovery may
be losing momentum, as a gauge
of future business investment fell,
a broad measure of the nation’s
trade slipped, banking lending
continued to decline, and worker
sentiment deteriorated.

n The Bank of Japan is straying
into uncommon territory with its

new lending facility, which en-
courages banks to provide loans
to targeted growth sectors.

n China’s foreign-exchange regu-
lator said expectations for yuan
appreciation have lessened as the
euro-zone crisis has increased de-
mand for U.S. dollar assets.

n Malaysia’s central bank raised
its key lending rate for the third
time this year but reinforced ex-
pectations that it has finished
tightening rates this year.

n In Afghanistan, three interna-
tional troops died in insurgent at-
tacks and a senior Afghan police
official was assassinated, officials
said as violence spiraled across
the country.
n NATO said it captured a sus-
pected Taliban-linked supplier of
bomb-making materials overnight
in an eastern province, as the in-
ternational security force steps up
operations in the south and east,
boosted by thousands of new
American troops sent to try to
turn around the war.

n The United Nations closed its
main office in Sri Lanka and re-
called a top official there because
of the government’s handling of
protests aimed at the world body.

n The U.N. Security Council is
calling a meeting where diplomats
say a draft statement on the
deadly sinking of a South Korean
warship will be discussed. South
Korea sent a letter to the council
on June 4 asking the U.N.’s most
powerful body to respond to the
March sinking “in a manner ap-
propriate to the gravity of North
Korea’s military provocation.”

n Iranian President Mahmoud
Ahmadinejad said there will be no
changes to his country’s nuclear
program, despite new U.N. sanc-
tions against his nation. Ah-
madinejad said if even the U.N.
turns “all the tables of this world
into resolutions against our coun-
try, there will be no minor
changes in our nuclear program.”

i i i

Middle East

n Israeli Prime Minister Benja-
min Netanyahu, visiting New York,
appeared to try to soften his im-
age as a leader unwilling to com-
promise for peace with the Pales-
tinians in a series of appearances
and comments in recent days, fol-
lowing his meeting with Obama.
n Obama said there is hope for
peace between Israel and the Pal-
estinians, but that does not mean
that he is “blindly optimistic.” The
comments, in an interview taped
for Israeli television, came as his
administration stepped up appeals
for the two sides to return to di-
rect negotiations.

n In Iraq, at least 15 people were
killed by bombs targeting pilgrims
taking part in the final day of a
Shiite religious holiday.

i i i

Australia

n Employment soared in June,
ramping up pressure on the cen-
tral bank to resume tightening on
the back of a commodities boom.

WORLD WATCH

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

Opposition Democratic Progressive Party legislator Kuo Wen-chen falls off the podium while arguing with ruling
Nationalist Party legislators in Taipei. Lawmakers threw objects, splashed water and kicked one another Thursday,
sending two to the hospital in a brawl over how fast to ratify a trade pact with China.

Reuters

In Taiwan, lawmakers scuffle over trade bill with China
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Details of EU stress tests sketchy; ‘comfort tests’
LONDON—While Europe’s

planned “stress tests” of its banks
have received a mildly warm recep-
tion from investors, details of the
program remain shrouded in secrecy
as European regulators squabble
over how to implement the tests.

The European Union agreed last
month to conduct the tests of top
banks and results are due July 23.
The exercise was intended to mimic
the U.S.’s stress tests last year,
which helped instill confidence in its
shaky banking system.

But the effort is off to a rocky
start, primarily because officials
from the 27-country EU have strug-
gled to reach agreement on method-
ology. The difficulties are the latest
illustration of how hard it is for the
cumbrous bloc to respond to crises
quickly and decisively.

“It lacks a bit of transparency,”
said Stefan Kolek, a Munich-based
credit strategist at UniCredit. “The
first impression is you have some-
thing to hide.”

Hoping to quench investors’
thirst for more information, the
Committee of European Banking Su-
pervisors, a tiny London-based orga-
nization that is coordinating the
tests, on Wednesday divulged the
identities of the 91 banks that are
being examined. CEBS also disclosed
that the test’s worst-case scenario
would involve the EU economy
shrinking by about 2% this year and
1.25% in 2011, compared with cur-
rent expectations of modestly posi-
tive growth in both years.

But the committee’s two-page
statement didn’t address crucial de-
tails, including the degree to which
the tests will probe banks’ ability to
withstand deteriorations in the val-
ues of certain governments’ bonds.
That is at the heart of investors’
fears about European banks, many
of which are sitting on hefty portfo-
lios of sovereign debt issued by
heavily indebted countries such as
Greece, Spain and Portugal.

Another unknown is the fate of
banks that flunk the tests. In the
U.S., the 10 banks that were deemed

capital-deficient under last year’s
tests could choose between raising
private capital or collecting govern-
ment funds via the Troubled Asset
Relief Program. But there is no Eu-
ropean equivalent of TARP, and it is
unclear whether investors would be
willing to pump money into a strug-
gling European bank.

Nonetheless, European bank
stocks rallied Thursday as some in-
vestors wagered that the sell-off this
year is overdone and that the stress
tests will restore confidence.

The EU doesn’t include Switzer-
land, whose regulator, known as
Finma, and the country’s central
bank regularly run stress tests on
the country’s banks, which include
giants UBS AG and Credit Suisse
Group, Werner Abegg, a spokesman
for the Swiss National Bank said.

The stress tests have been ham-
strung by disagreements over how
to run the initiative. A key sticking
point has been whether the tests
should include a scenario in which
an EU member defaults on its debts.
Investors are worried about whether

banks would be hammered by losses
if a country such as Greece de-
faulted. But some European regula-
tors are resisting the idea of includ-
ing such a scenario in the test,
fearful that investors would misin-
terpret that as a prediction that a
default is likely.

“Any stress tests that do not look
at the possibility of multiple sover-
eign-debt restructurings, with hair-
cuts for creditors, aren’t stress
tests,” said Willem Buiter, Citi-
group’s chief economist and a for-
mer Bank of England policy maker.
“They are comfort tests.”

BY DAVID ENRICH

Sources: Committee of European Banking Supervisors; Federal Reserve

Stressing the point
How the EU stress tests compare with the U.S. initiative last year

Date of tests

Number of banks
being tested

Tests' assumed
GDP growth rates

Disclosure about
tests' criteria

Options for banks
that “flunk" tests

U.S.

May 2009

19

–3.3% for 2009
+0.5% for 2010

21-page report listing three
macroeconomic assumptions
and loss rates on different
types of loans

Raise private capital or receive
government funds

Europe

July 2010

91

–2% for 2010
–1.25% for 2011

Two-page news release listing
one macroeconomic assumption
and not disclosing loss rates

To be determined

EUROPE NEWS

Trichet says
market strain
is diminishing

FRANKFURT—European Central
Bank President Jean-Claude Trichet
said strains in European financial
markets are starting to ease, sug-
gesting the ECB will continue to cut
back on a program to help the re-
gion’s most vulnerable countries get
back on their financial feet.

Under the program, which was
designed to jump-start dysfunc-
tional segments of the financial
markets, the ECB began purchasing
government debt in May.

“What is needed in terms of in-
terventions [in government-bond
markets] has been progressively di-
minishing,” Mr. Trichet said Thurs-
day after the ECB’s monthly meet-
ing.

He rejected concerns that a
weaker global economy, and fiscal
belt-tightening in Europe, might
push the region into another reces-
sion, saying investors have been too
pessimistic on the currency bloc’s
economic prospects.

Mr. Trichet said he is happy with
the central bank’s monetary stance,
suggesting the ECB may keep its
main lending rate at a low of 1% for
many more months.

He said that markets are show-
ing increasing confidence in Euro-
pean officials’ ability to manage the
crisis.

The ECB has purchased nearly
€60 billion ($75.6 billion) in govern-
ment debt of Greece and other vul-
nerable countries such as Portugal
since the program started on May
10. But the amounts have dwindled
after a brisk start, averaging only
about €4 billion a week since mid-
June. The ECB bought more than
€16 billion in bonds in the first week
of the program.

“He sort of showed his hand a
little bit that they are in the exit”
phase, said Erik Nielsen, chief Euro-
pean economist at Goldman Sachs.

Government-debt purchases by
central banks had been taboo in Eu-
rope, particularly Germany, where
the practice stokes fears of a loss of
central-bank independence and in-
creases in the money supply, which
could lead to inflation. Germany’s
central-bank chief Axel Weber, a
member of the ECB’s governing
council, has been a vocal opponent
of the plan, exposing a rift between
the ECB and its largest member
country.

Mr. Trichet declined to offer an
end date for the program or to spec-
ify conditions in markets under
which officials would terminate it,
suggesting the ECB will continue to
purchase bonds in small install-
ments for at least a few more
weeks, analysts said.

“They may be trying to buy some
time” until a €750 billion EU-IMF
stabilization fund is operational,
said Nick Matthews, an economist
at Royal Bank of Scotland. European
leaders agreed to set up the fund on
the same day the ECB started buy-
ing bonds, in order to prevent
Greece’s debt crisis from spreading.

Also Thursday, the Bank of Eng-
land’s Monetary Policy Committee
left its key interest rate unchanged
at a low of 0.5% to help cushion the
economy against the effect of deep
cuts in government spending.

The decision was broadly ex-
pected, with many economists also
predicting the Monetary Policy
Committee would maintain its bond
purchases, made through its quanti-
tative easing policy, at £200 billion
($303 billion).

Mr. Trichet declined to provide

fresh details on bank stress tests,
but gave the exercise a nod of sup-
port, saying, “We expect that the
tests will be confidence-building.”
The Committee of European Banking
Supervision, a London-based body
that groups national authorities,
said Wednesday that 91 European
banks will undergo stress tests to
see how their balance sheets would
withstand shocks including a dou-
ble-dip recession and a sovereign
shock that generates losses on gov-
ernment bond portfolios.

The ECB president on Thursday

continued to warn, as he has for
many months, that the region’s eco-
nomic recovery will be “uneven.”

Still, after expanding less than
1%, at an annualized rate, in the first
quarter, the euro-zone economy
should grow around 3% in the April-
June period, said Greg Fuzesi, econ-
omist at JPMorgan Chase. That’s
due in large part to a strong pickup
in Germany, which accounts for
about 30% of the region’s gross do-
mestic product. Reports Thursday
on exports and factory output point
to second-quarter growth of around

6%, at an annualized rate, says
Ralph Solveen, economist at Com-
merzbank.

In a departure from his practice
of speaking of the euro zone only in
its totality, Mr. Trichet specifically
highlighted the German figures
Thursday. For the euro zone as a
whole, “the second quarter is likely
to be much better than the first
quarter,” Mr. Trichet said. He dis-
missed the chances of renewed stag-
nation or a double-dip recession.

—Natasha Brereton
contributed to this article.

BY BRIAN BLACKSTONE

Sources: WSJ Market Data Group (interest rate);
Eurostat (GDP and inflation); J.P. Morgan (GDP
estimate) Photo: Bloomberg News
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No hurry
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Jean-Claude Trichet at a press conference on Thursday.
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Fowl fans cater to pet-chicken market
Niche sales include toys, saddles and diapers; seeking an elusive golden egg from holiday costumes for poultry

H obbies often hatch small-
business ideas. Chickens
are no exception.

Ruth Haldeman began adopting
pet chickens in 2002. “I wanted
fresh eggs, but I found that chick-
ens are like peanuts, you can’t
have just one,” she says. Before
long, Ms. Haldeman had founded
ChickenDiapers.com in Hot
Springs, Ark.

“Everyone was talking about
how there was a need for dia-
pers,” she says, given that chick-
ens typically can’t be potty
trained. “Oh, lord, what a mess
they make.”

Ms. Haldeman, who is also a
full-time chemist, designed a
chicken diaper with a replaceable
liner. She says it takes her about
an hour to stitch one together,
and her diapers are available in a
variety of colors and patterns,
such as rainbow and camouflage.
She usually charges
between $9 to $14
depending on a bird’s
size. Buyers hail
from cities such as
New York and Ta-
coma, Wash., and as
far away as New
Zealand.

“People like to
have their chicks in-
side the house roam-
ing free,” says Ms.
Haldeman, who de-
clined to share how
many diapers she
sells a week because she’s seeing
more competition lately.

More urban and suburban
dwellers are keeping chickens, a
trend that stems from both the re-
cession and the local-food move-
ment. Entrepreneurs, mean-
while—many chicken keepers
themselves—have begun flocking
to the aid of pet-chicken enthusi-
asts, dispensing starter kits, ac-
cessories and advice to go with
the birds.

Derek Sasaki and Traci Torres
of Norwalk, Conn., launched My
Pet Chicken LLC in 2005 while
juggling full-time jobs they’ve
since quit. They now sell roughly
2,500 baby chicks a week through
a partnership with a hatchery in
Ohio. The company, whose catalog
includes layers of chocolate,
white, brown and green eggs, says
it sells birds weeks in advance.
“We are literally counting our
chickens before they hatch,” Mr.
Sasaki says.

Beyond birds, the company
also sells accessories such as $25
chicken diapers and $8 saddles,
which are protective aprons for
the hen, to keep her feathers from
getting pulled out by a frisky
rooster. They sell coops, heat
lamps and decor for chicken lov-
ers, such as a $10 black hen tape
dispenser. The couple, who in-
vested around $10,000 in savings
to launch the small enterprise, ex-
pect revenues to top $1 million
this year.

“Originally, we thought it
would be a side business, but it
started taking up more and more
of our time,” says Mr. Sasaki, pre-
viously an information-technology
executive for an online health-me-
dia company.

In January, Kevin Tschida
bought diapers from Ms. Halde-

man for the four chickens he and
his wife, Paula, live with in their
rented single-floor home in Ba-
kersfield, Calif. “They have made
a huge difference,” he says.
“There is less smell in the house,
less bending over.”

Mr. Tschida says the birds,
plus two ducks who wear diapers
he bought from a different ven-
dor, spend most of their time frol-
icking and sleeping indoors. “It is
like the diaper removes them
from the farmyard and gives them
the status of pets,” says Mr. Tsch-
ida, who also owns a dog, two
cats, two parrots, a rabbit and
some fish.

There are no firm statistics on
the number of pet-chicken owners
in the U.S. BackYardChick-
ens.com’s growing membership is
one indicator it’s more than a
flash in the pan. The information
and networking site says it has
more than 60,000 members today,
up from 35,000 a year ago and
12,000 in June 2008.

Rob Ludlow, the site’s founder,
attributes the rising ranks of
chicken enthusiasts in part to the
birds’ ability to produce fresh
eggs and fertilizer, as well as act
as natural pesticides by eating
bugs and worms. “They are the
only backyard pet that can make
you breakfast,” he says. Plus,
they’re entertaining: “They’re al-
ways interacting with one another
and their environment. You can
feed them from your hand, hold
them and pet them.”

“Keeping chickens is addict-
ing,” says Melina Brown, who
lately has been buying $5 “treat
balls” made especially for the
birds, which she fills with snacks
such as greens and nuts for her
40 or so pet chickens. She hangs
the toys in a children’s playhouse

that she converted into an out-
door coop a few years ago. “They
like to peck at hanging things,”
she says.

Ms. Brown, who also has pet
parrots, ducks, a turkey and four
dogs, lives on a 1.8-hectare prop-
erty in North Stamford, Conn. A
writer in her 40s, she began
adopting chickens about four
years ago and has names for
roughly half her flock, including
Woostie, Casper and Lacey. “They
are the most fantastic pets. They

make me laugh,” she says, al-
though she notes, “I am a little
sick of eggs.”

First-time chicken owners tend
to have lots of questions, so cus-
tomer-service comes with the
business. Among the most com-
mon: “Do you need a rooster to
get eggs?” says Judy Morris,
owner of Coop D’État LLC, a pet-
chicken consulting and retail com-
pany that she runs out of two
farmers’ markets in her home-
town of Weston, Conn. (The an-

swer is no.)
Ms. Morris, who is also a part-

time producer for Martha Stewart
Living Omnimedia Inc., sells pack-
age deals of four baby chicks,
coops she assembles by hand with
the help of her three sons, and a
starter kit for $1,200. Since
launching her business in May,
she’s sold four sets.

Andy G. Schneider of Al-
pharetta, Ga., who calls himself
the Chicken Whisperer, hosts a
daily hourlong Internet radio
show on raising backyard chick-
ens that attracts around 15,000
listeners nationwide a month, ac-
cording to BlogTalkRadio. He sells
Chicken Whisperer gear off his
website, including T-shirts,
watches, mugs, mouse pads and
bumper stickers.

“This all started out of a
hobby,” says Mr. Schneider, a for-
mer paramedic whose current line
of work has been a full-time job
since April 2009.

Some chicken fans see more
opportunities.

Linda Celez, a nonprofit
worker in Michigan, has made
holiday-themed costumes for her
pet hen Suzie and pet rooster
Phillip. For July 4th, she put them
in patriotic garb and for Hallow-
een, has dressed them as Prince
Charming and Cinderella. She’s
given away some of her poultry
apparel to friends who have pet
chickens, and is now thinking
about it as a money-making pros-
pect. “It’s an area of business
that’s untouched,” says Ms. Celez.

BY SARAH E. NEEDLEMAN

Linda Celez’s pet chickens Phillip and Suzie have an array of outfits handmade
by their owner. At left, Ms. Celez with her pets in Fourth of July garb.
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ONLINE TODAY: See photos of
some of the chicken products on
the market at WSJ.com/US

Powered byPowered byPowered byPowered by EXECUTIVE LEARNING PARTNERSHIPEXECUTIVE LEARNING PARTNERSHIPEXECUTIVE LEARNING PARTNERSHIPEXECUTIVE LEARNING PARTNERSHIP
Bringing Universities and Businesses TogetherBringing Universities and Businesses TogetherBringing Universities and Businesses TogetherBringing Universities and Businesses Together

THE FUTURE LEADERSHIP INSTITUTE

Contact: gert.vanmol@dowjones.comContact: gert.vanmol@dowjones.comContact: gert.vanmol@dowjones.comContact: gert.vanmol@dowjones.com

The Wall Street Journal Europe isThe Wall Street Journal Europe isThe Wall Street Journal Europe isThe Wall Street Journal Europe is
read every day by 40,500 students at 180 topread every day by 40,500 students at 180 topread every day by 40,500 students at 180 topread every day by 40,500 students at 180 top

business schools and university campuses acrossbusiness schools and university campuses acrossbusiness schools and university campuses acrossbusiness schools and university campuses across
Europe, a program supported byEurope, a program supported byEurope, a program supported byEurope, a program supported by

The Journal Europe
Future Leadership
Institute supports

Cass Alumni World
Forum

16 July, 2010
London, UK

www.cass.city.ac.uk/awf

The Journal Europe
Future Leadership
Institute supports

World Climate Summit

The business conference
during COP16, Mexico

Accelerating economic
solutions to climate

change

4-5 December, 2010
Cancun, Mexico

wclimate.com

The Journal Europe
Future Leadership
Institute supports

“Brand Me”, A Journey
Through Choices for
Talented Women
a 2 day workshop
for women about to

transition into a senior
management role

19-21 October, 2010
Warren House,

Kingston-upon-Thames,
UK

www.brandme.org

Executive Learning Partnership - ELP: Strategy & Learning Architects: www.elpnetwork.com



Friday - Sunday, July 9 - 11, 2010 THE WALL STREET JOURNAL. 5

EUROPE NEWS

Greece approves changes
to pensions, labor laws

ATHENS—Greek lawmakers ap-
proved sweeping changes to the
pension system and labor laws
Thursday as the government tries to
cut its massive debt.

The vote in Parliament was held
during a peaceful but paralyzing 24-
hour general strike called by unions
in protest.

Among other things, the new
legislation will raise the retirement
age to 65 for most workers, cut pen-
sion benefits, relax rules on hiring
and firing employees and lower ba-
sic salaries. The bill had been
amended more than 50 times after
objections from within and outside

the government. The Athens Bar As-
sociation has argued that it is un-
constitutional and promised to
mount legal challenges.

The vote was 157-134 in favor,
with three abstaining and six legis-
lators absent. The socialist govern-
ment’s 157 legislators all voted for
the controversial bill despite earlier
fears that some would break party
ranks.

The radical shakeup to the pen-
sions and the labor market has been
seen as the toughest test for the
solidarity of the government’s party
bloc because it is seen as very un-
popular with voters, and harsh and
contrary to the deputies’ own so-
cialist ideology.

“The future of our country is at
stake. This is no time for narrow-
minded political games. Voting in
favor of the pension-reform bill is a
vote of responsibility by all lawmak-
ers toward Greek society and the
next generations,” the prime minis-
ter had said in the initial parliamen-
tary debate Wednesday.

The government had promised
the IMF and the EU that it would
take tough measures in exchange for
being able to establish and draw
down from the €110 billion ($138.6
billion) bailout package to rescue
the debt-laden Mediterranean state
from bankruptcy.

—Alkman Granitsas
contributed to this article.

BY NICK SKREKAS

A protester confronts riot police outside Parliament in Athens on Thursday.
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Alleged spies
to plead guilty
in Russia case

Mr. Sutyagin, a physicist, told
relatives during prison visits
Wednesday that he had been hastily
moved earlier in the week from the
remote prison where he was serving
a 15-year sentence to Moscow. He
said the move was part of a deal to
swap prisoners in Russia for the ac-
cused spies in the U.S. Mr. Sutyagin
said he was told that he would be
taken to Vienna and then the U.K.

Mr. Sutyagin has always denied
the charges against him and has
been called a political prisoner by
human-right advocates. His family
and his lawyer said he was com-
pelled to sign a confession as part of
the release agreement.

The spy arrests have threatened
to chill the warming trend in U.S.-
Russian relations seen over the past
year or so and both capitals seemed
eager to put the affair behind them.
The U.S. and Soviet Union repeat-
edly swapped spies, as well as im-
prisoned Soviet dissidents, during
the Cold War.

In total, 11 people have been ac-
cused by U.S. prosecutors in New
York of secretly serving for years as
unregistered agents for the Russian
government in the U.S. Some of the
defendants also have been charged
with money laundering.

One of the defendants, Christo-
pher Metsos, was taken into custody
in Cyprus last week, but disappeared
after he was granted bail

Federal prosecutors have alleged
the defendants—many living under
assumed identities—lived ordinary
suburban lives. Mikhail Vasenko,
who used the false name of “Juan
Lazaro,” and his wife, Vicky Pelaez,
a columnist for Spanish language
newspaper El Diario-La Prensa, lived
in suburban Yonkers, N.Y., while
Mikhail Kutsik, who used the false
name “Michael Zottoli,” and Natalia
Pereverzeva, who used the false
name “Patricia Mills,” lived as a cou-
ple in Arlington, Va. Both couples
have children living in the U.S.

Another alleged member of the
ring, Anna Chapman, a 28-year-old
redhead, ran an online real-estate
business. While living in London be-
fore moving to the U.S. last year, she
attended charity balls and worked at
Barclays Bank PLC.

—Evan Perez
contributed to this article.
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Spain vs. Netherlands
On Sunday in Johannesburg,

an eighth nation will be able to
say they have won the World
Cup. The Netherlands has won
each of its matches in this
World Cup and returns to the
final for a third time. Spain,
which lost its opening match to
Switzerland, tries to be the first
champion who opened the
group stage games with a de-
feat. The Red Fury is in its sec-
ond final.

Wesley Sneijder, who has
scored five goals in the tourna-
ment, will be a man to watch
from the Dutch side, which also
includes Robin van Persie and
Arjen Robben. Midfielder Xavi
Alonso, who came very close to
scoring a goal against Germany,
will lead Spain, along with
David Villa and Andres Iniesta.

Uruguay vs. Germany
It’s déjà vu for Germany on

Saturday in the third-place
game, sometimes called the
losers’ final. As in 2006, Ger-
many surprised many by storm-
ing to the semifinals only to
lose and find themselves in this
consolation game. Joachim
Löw’s team is the favorite to
win this match against the
Latin Americans.

Germany’s Thomas Müller,
who had to sit out his team’s
game against Spain due to two
yellow cards, is expected to re-
turn. Luis Suarez could also re-
turn for Uruguay after his red
card against Ghana ruled him
out of the semifinal. Captain Di-
ego Forlán also has said he
hopes to take part in the game.

See live blogs of both
games and instant analysis, at
WSJ.com/WorldCup.

Final matchups

11

Source: Tour de France

Netherlands’ Wesley Sneijder
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Validation for a football genius
Johan Cruyff helped build the Dutch and Spanish teams—one will win the World Cup

Somewhere in Catalonia, a
Dutchman is smiling.

His name is Johan Cruyff, and
since before the Beatles broke up he
has been fighting on behalf of an at-
tack-intensive brand of football, a
stylish game of short passes and
zig-zag dashes that brought plea-
sure to tens of millions of fans but
never produced a world champion.

Over 40 years, he imposed his vi-
sion on two national teams, as a
player for the Netherlands in the
1970s and as a coach in Spain since
1988, the year he took over FC Bar-
celona and began selling his style of
football to the Spanish and their na-
tional team.

On Sunday, the Netherlands and
Spain will meet in a World Cup final
that is a vindication for the thor-
oughly unfashionable Mr. Cruyff. In
Europe and nearly everywhere else,
defensive football has been ascen-
dant for nearly two decades. But
whichever team hoists the trophy
Sunday will bear the offense-first
imprint of Mr. Cruyff.

“What you are seeing is a victory
for attacking football,” said Ruud
Gullit, a star of the Dutch teams of
the 1980s. “It’s what people like to
see.”

This is particularly true of the
Spanish. Their devotion to Cruyff-
style offensive strategies has earned
accolades from each opponent they
vanquished, and from Mr. Cruyff.

“They are the masters of the
game,” German coach Joachim Löw
said after falling to La Furia Roja on
Wednesday night. “You can see it
with every pass.”

The Oranje of the Netherlands
are less loyal to their former star.
While they remain a possession-ori-
ented, quick-passing team, they
have shifted away from the teach-
ings of the prophet Mr. Cruyff, gar-
nering a tongue-lashing from him
for playing a more structured, less
free-flowing style. Yet it has suc-
ceeded: The Dutch are playing in
World Cup final for the first time
since 1978.

The final becomes a test of Mr.
Cruyff’s philosophy: Can his style
win in its purest form, or must it be
adapted to the modern game? Mr.
Cruyff, who lives in Catalonia, de-
clined to be interviewed.

Over the past three decades, the
Dutch appeared to come to terms
with their place in football’s natural
order. They were the purists who
would play the game their way—Mr.
Cruyff’s way. They would suffer for
their art by being knocked out of

tournaments but could always tell
themselves that they were beaten by
less talented teams, or teams that
were willing to sacrifice style for
success.

Dutch coach Bert Van Marwijk
this week called Mr. Cruyff “the best
footballer ever.” But earlier in the
tournament he also said, “If we can
win playing beautiful football that’s
great, but two years ago when I be-
came coach, I said you have to be
able to win ugly games.”

In true Cruyff style, Spain tries
to avoid that at all costs, even if
coach Vicente del Bosque stopped
short of crediting the Dutch and Mr.
Cruyff for his team’s current success
and style.

“I don’t know if it looks like the
Dutch style,” he said after defeating
Germany. “It is always based on
quality of the people in the midfield.
If you have order, you can showcase
a lot of talent. We have great play-
ers, good order and that makes ev-
erything much easier.”

But Spain’s key trio of Xavi, An-
dres Iniesta and Sergio Busquets all
play for Barcelona in a style that
evokes the Dutch of the 1970s. Their
special awareness, speed of thought
and crisp passing are the backbone
of the Spanish team.

Mr. Cruyff’s captain during

much of his time at Barcelona was
Pep Guardiola, the current manager
of Barcelona, who provided six of
Spain’s starting 11 against Germany
in the semifinal.

As a result, unlike the much-an-
ticipated clash between Germany
and the Netherlands, this final won’t
be about two historic rivals settling
old scores on the field. For two
countries separated by roughly 500
miles that have been among the
best in European football for half a
generation, Spain and the Nether-
lands have never played a game
with a major title on the line.

Some 400 years ago, Spain and
the Netherlands were rivals. But a
series of 17th century treaties di-
minished conflict between the two
countries. The two sides are 4-4-1
since 1920, their most recent meet-
ing a 1-0 win for the Netherlands in
2002.

This Dutch team is formidable,
having won all six of its World Cup
games in South Africa. Since 1958,
when the three-match group-play
format was instituted, three teams
have entered the World Cup final
having won all their matches, and
all three won the championship.

—Joe E. Melvin,
Jonathan Clegg and Ben Cohen

contributed to this article.

BY MATTHEW FUTTERMAN

Johan Cruyff, shown in 1996 when he was manager of Barcelona in the Spanish League.
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Venus Williams embraces status as elder
In her new book “Come to Win,”

Venus Williams serves up a collec-
tion of essays with prominent fig-
ures about how sports has helped
them in their careers.

The 30-year old tennis star chat-
ted with The Wall Street Journal
about her preparations for the U.S.
Open in August, her status as the
oldest women’s player in the top 45
and when she plans to retire.

WSJ: How are you juggling your
book tour while still preparing for
the U.S. Open?

Venus Williams: [Laughs] A lit-
tle bit busy, yeah. Some practice and
[World Team Tennis] matches, so
I’m not too worried.

WSJ: What have you learned
while working on this project and
has it helped your tennis game?

Ms. Williams: Well, I definitely
learned a lot about journalism.
[Laughs] I also learned a lot from
the contributors, having a whole
new perspective on winning and los-
ing and lessons learned in life. I
found it inspirational.

WSJ: What contributors in the
book did you get most excited

about?
Ms. Williams: I love fashion, so

I was excited to have Vera Wang in
the book. I have so much respect for
Condoleezza Rice and the things
that she’s done. But it would be
hard to pick a favorite.

WSJ: How long do you plan to
keep playing on tour?

Ms. Williams: Until I’m no good.
So far, I’m still good. So nothing to
be concerned about right now.

WSJ: You’ve mentioned before
that you plan to play at least until
the 2012 London Olympics.

Ms. Williams: [Laughs] I know,

it’s around the corner, huh? Every
time I mention that I will play until
“X” date, it always gets extended.
It’s still fun. I love it. There’s really
no time frame.

WSJ: Do you know that you are
the oldest player in the top 45?

Ms. Williams: That’s awesome.
WSJ: You’ve said you feel like

you’ve gotten wiser as a tennis
player with age. So hypothetically, if
the 2010 version of Venus Williams
played the 2000 version of Venus
Williams, who would win?

Ms. Williams: [Sighs] Oh gosh.
I’d have to vote for myself now.

BY JIM CHAIRUSMI
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Spain nears cajas reform
Rules should help local savings banks raise sorely needed capital

MADRID—The Spanish govern-
ment will approve an overhaul of
savings-bank regulations on Friday,
opening the door to private owner-
ship of the mutually owned savings
banks or “cajas,” Prime Minister
José Luis Rodríguez Zapatero said
Thursday.

“This is the most important re-
form ever of our banking system,”
Mr. Zapatero said at a meeting with
journalists.

With close ties to local commu-
nities and often controlled by local
governments, Spain’s cajas have
borne the brunt of the collapse of
Spain’s decade-long housing boom.
Their fast-rising bad debt levels,
combined with a lack of transpar-
ency, have stoked investor concerns
and created severe financing diffi-
culties for both the cajas and the
country’s listed banks.

In an effort to shore up investor
confidence on EU banks, the Com-
mittee of European Banking Super-
visors said late Wednesday it will
test 91 EU banks for their ability to
maintain solvency in the face of ad-
verse economic and financial condi-
tions. Spanish authorities maintain
that their banking system is basi-
cally healthy and spearheaded the
push for the EU-wide stress tests in
order to show that. Nearly one
third, or 27, of the banks to be

tested are Spanish.
“The Spanish financial system

has shown it’s solid ... though the
savings banks have shown some fail-
ings,” Mr. Zapatero said.

A key weakness affecting savings
banks is their lack of instruments to
raise capital. Existing non-voting
shares had failed to attract investor
interest as they offered no means for
participating in management. The re-
form which Mr. Zapatero’s Socialist-
led government has hammered out
with the opposition Popular Party
will attach voting rights to these
shares, though it will limit them to
50% ownership of the institutions.

The rest will remain in the hands of
savings banks’ current stakeholders,
which include depositors, employees
and local governments.

But the new regulations will re-
strict local governments by prohib-
iting elected officials from sitting on
cajas’ boards of directors and by es-
tablishing new requirements for the
qualifications of those who do.

Furthermore, cajas will be able
to jettison their current governance
structure altogether if they want.
They can seek listing through merg-
ers and by spinning off their social
and community service activities
into separate foundations.

BY JONATHAN HOUSE

José Luis Rodriguez Zapatero, right, with cajas official Amado Franco
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Czech banker backs off euro

PRAGUE—The new Czech central
bank governor said uncertainty sur-
rounding the euro zone in the wake
of the Greek debt crisis is so great
that there is no point considering
adopting the common currency for
now and expressed serious reserva-
tions about possible new Europe-
wide regulations.

Miroslav Singer, a former vice
governor of the Czech National Bank
who was named to the top job last
week, also said Czech interest rates
are likely to stay at their current low
levels “longer than people generally
think.” But he said further cuts were
unlikely unless the economy slowed
sharply.

“I feel very comfortable with the
current level of rates,” Mr. Singer
said in an interview on Thursday
with The Wall Street Journal. In
May, the bank’s rate-setting board
cut the benchmark two-week repur-
chase agreement rate by 0.25 point
to a record low of 0.75%.

The Czech economy is slowly re-
covering after a severe downturn
last year, when recession-hit West-
ern European consumers bought
fewer Czech-made cars, auto parts,
electronics and other exports. Gross
domestic product shrank 4.3% in
2009, but grew 1.1% in the first
quarter of this year from the year-
earlier period.

The governor said government-
debt problems in Greece and other
euro-zone members and the group’s
subsequent bailout efforts showed
that changes are likely needed in the
currency bloc’s institutions as well
as the requirements it sets for new
members.

“I don’t even have a clue how
long it will take to solve the prob-
lems of the euro zone,” Mr. Singer
said. And until that happens, he
said, “there are simply too many hy-
potheticals for me to speculate” on

whether joining would help the
Czech economy.

The Czech Republic, the Baltic
states of Estonia, Latvia and Lithua-
nia, plus Poland, Hungary, Romania
and Bulgaria are all required as a
condition of their membership in the
European Union to pursue the adop-
tion of the euro, although there is no
deadline.

The Czech Republic hasn’t laid
out a time frame for adopting the
euro. The country would still need to
substantially reduce its government
budget gap in order to qualify under
the euro zone’s current rules.

“At the moment it is really diffi-
cult to be a euro-zone enthusiast
and rush to adopt the euro,” said Ra-
domir Jac, chief economist at
Prague-based PPF Generali Asset
Management. “This is the deepest
crisis in the euro zone’s 10½-year
existence.”

The euro zone requires govern-
ments to have budget deficits
smaller than 3% of GDP. The Czech
Republic’s budget deficit this year is
projected to equal about 5.3% of
GDP. The head of the new governing
coalition has said he will aim to cut
that significantly by next year.

Mr. Singer said he worries that
the EU’s approach to financial regu-
lation is wrong. “We do not agree
this crisis has been caused by a lack
of international regulation,” he said.
The blame belongs to national regu-
lators, such as those in the U.S. and
U.K., which failed to adequately po-
lice their financial sectors, he said.

He was especially opposed to
proposals to levy a tax on banks
across the EU. The move, aimed in
part at limiting the growth of the
banking sector, would be inappropri-
ate for the Czech Republic which, he
said, would benefit from more and
larger financial institutions.

BY GORDON FAIRCLOUGH
AND LEOS ROUSEK

Miroslav Singer in Prague Thursday.
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Two economies.
Two very different
unemployment
stories.

Spain sinks into
recession: the

economy contracts by more than
4% from peak to trough.
Unemployment more than doubles
to 20%. Britain’s downturn is even
deeper: Output shrinks by more
than 6%. But, using internationally
accepted data, unemployment
increases by less than 3
percentage points to about 8%. A
million jobs that economists
thought would be lost, based on
what happened in previous
recessions, weren’t.

The explanation of the
differences lies in part, argues
Luis Garicano of the London
School of Economics, in wages. In
Spain, trade unions have secured
increases in real (adjusted for
inflation) wages; in the U.K.,
where 80% of the private sector is
not unionized, real wages fell.

The charts below that he’s put
together and posted on Spain’s
Nada es Gratis blog tell the story.
In the U.K., the jobs market has
adjusted in part through a fall in
the price of labor.

In Spain—even in a recession
—the price of labor has increased.
Adjustment occurs entirely by
cutting the numbers of people
employed.

In a recent presentation to
José Luis Rodríguez Zapatero, the
Spanish prime minister, Mr.
Garicano used these charts and
others to argue Spanish labor-
market reforms need to be deeper.

In Spain, says Mr. Garicano, the
U.S. is regarded as “the ogre”
because of the way workers are
casually laid off. But Spain is
worse, destroying far more jobs
for every 1% fall of output than
does the U.S.

Figures from a new paper by
Paul Gregg and Jonathan
Wadsworth of the Centre for
Economic Performance at the LSE
show that in the last recession
U.K. unemployment increased by
0.45 percentage points for every
1% fall in gross domestic product.

For Spain, unemployment
increased by 2.3 percentage points
for every 1% drop in GDP—way
higher than any other country in

their small sample. For the U.S. it
was 1.43, and for France, 0.78. For
some countries, led by Germany,
the ratio was lower than for the
U.K. but their governments paid
subsidies to companies to keep
employing workers.

Spain’s system of collective
bargaining is a big headache, says
Mr. Garicano. In years that wages
go up less than inflation, an
adjustment is made to ensure real
wages don’t fall. But if inflation is
less than wage increases, there is
no adjustment in the other
direction. Spanish real wages
therefore ratchet upwards.

Some 53% of wage contracts
are also negotiated regionally at
an industry level. Regional
sectoral bargaining is “the worst
of all worlds,” says Mr.
Wadsworth. It doesn’t provide the
mechanism that national wage
bargaining does—as in
Scandinavian countries—to
moderate wages nationally. But
neither does it offer flexibility of
bargaining at a company or plant
level. Only 10% of bargaining in
Spain is done at the level of the
firm. Spain’s big companies can
generate reasonable productivity
despite these and other flaws in
the Spanish labor market. But Mr.
Garicano says small companies
can’t, and Spain has a lot of them.
One reason for that is that the
dysfunctional labor market stops
small Spanish firms from growing
into bigger ones.

The British story is more than
simply a decline in trade-union
power since the rule of Margaret
Thatcher.

In their paper, Messrs
Wadsworth and Gregg say one
reason British workers moderated
their push for higher salaries may
have been because their spending
power had been boosted by low
mortgage rates and cuts in value-
added tax.

Employers entered the
recession in good financial shape,
which encouraged them to hold on
to workers rather than lay them
off and retrain others in the
upturn.

It’s not clear therefore how
much of the improvement from
past recessions will be a feature
of future downturns. Keeping on
workers in a recession —
economists call this labor
hoarding — could also mean, they
say, that job creation starts later
and happens more slowly in the
upturn.

[ Brussels Beat ]

BY STEPHEN FIDLER

A tale of one downturn
and two labor markets

Sources: Luis Garicano with data from Paul Gregg and Jonathan Wadsworth, LSE (U.K.); Samuel Bentolila
and NadaEsGratis (Spain)

Taking the hit: employment or wages
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In Spain, real wages rise and
employment crashes.

In the UK, real wages fall, softening
the blow to jobs.
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Comparing perks on airline alliances
Airlines pitch their global alli-

ances as seamless networks, yet
there are so many hitches that
consumers may want to shop
around.

Alliances have existed for more
than a decade as airlines have

sought to market
themselves jointly.
But the companies
have found that

splicing together computer sys-
tems and competitive instincts has
been difficult and is still evolving.

As a result, perks and policies
vary among each of the three big
alliances—Star, oneworld and
SkyTeam.

“There are still really deep
pockets of incompatibility. It’s not
always what it’s cracked up to be,”
said Randy Petersen, publisher of
frequent-flier magazines and
founder of the website Flyer-
Talk.com.

For example, using mileage
points for a free ticket or to up-
grade from a coach ticket to busi-
ness class is generally easier if
you’re flying one of the member
airlines in Star Alliance than in
oneworld or SkyTeam.

Meanwhile, access to fancy
lounges is often better for elite-
level frequent fliers at oneworld.
And the simple act of earning
miles for flights isn’t the same
across all alliances, or even among
airlines within the same alliance.

If you’re a Delta Air Lines Inc.
frequent flier, for instance, and
you pay $1,297 to fly to Europe on
Delta’s SkyTeam partner Air
France, you probably expect to
collect Delta miles. But there’s a
catch: Delta doesn’t give you miles
if your ticket, like this one, is
among Air France’s five lowest
fare classes.

A Delta spokesman said the air-
line follows Air France rules to
align with what partner airlines
offer their own customers. Other
carriers in other alliances do the
same.

“It is something on our list to
improve as we align pricing and
fare classes,” the Delta spokesman
said.

For airline alliance members to
be able to coordinate fares and
schedules and operate joint ven-
tures, they must have antitrust
immunity from the U.S. Depart-
ment of Transportation. Key air-
lines in the Star and SkyTeam alli-
ances already have this.

Big airlines in the oneworld al-
liance, including AMR Corp.’s
American Airlines, British Air-
ways PLC and Japan Airlines
Corp., are likely to soon win anti-
trust immunity, perhaps by the
end of this month. The DOT has
already granted preliminary ap-
proval.

This will make oneworld more
competitive with the other alli-
ances, especially to Europe. Cur-
rently American and British Air-
ways can’t offer frequent-flier
miles or awards on each other’s
trans-Atlantic flights—a signifi-
cant disadvantage for oneworld
customers.

For frequent travelers, alliances
have gotten so important for earn-
ing and redeeming miles and of-
fering perks that picking an alli-
ance may be more important than
picking an airline.

“Competition used to be
strictly between airlines. But com-
petition is really happening be-

tween alliances now,” said Chris-
tian Klick, a Star Alliance vice
president.

For consumers, the biggest
perk of alliances is mileage: You
can earn miles in your home air-
line’s frequent-flier program and
redeem them on lots of carriers
around the globe, and you can fly
on far-flung airlines and still earn
miles and status in your home air-
line’s program.

There are other benefits. Top-
tier frequent fliers—those in the
higher categories of elite sta-
tus—typically get access to airport
lounges at partner airlines. And
your elite-level frequent-flier sta-
tus gets recognized by other alli-
ance members, so benefits like pri-
ority check-in, boarding, standby
status and baggage service are
good on lots of airlines.

Star, which was the first global
alliance with its launch in 1997, is
by far the largest of the three alli-
ances with 28 airlines and 1,172
destinations.

It gained ground in the U.S. last
fall when Continental Airlines
Inc. left SkyTeam and joined Star.
Star is the only alliance with mul-
tiple U.S. members: UAL Corp.’s

United Airlines, Continental and
US Airways Group Inc.

Oneworld, which has 11 airlines
and 727 destinations, says it has
focused on quality and not quan-
tity. Cathay Pacific Airways Ltd.
and Qantas Airways Ltd. typically
get very high marks among travel-
ers for premium service, reliability
and facilities, for example.

Oneworld also claims big air-
lines in key business-travel mar-
kets: London, Hong Kong, Tokyo
and New York.

One place it is lacking: main-
land China, where oneworld has
no partner.

SkyTeam, a collection of 13 air-
lines offering 898 destinations,
has adopted a similar stance, say-
ing that while it lacks size, it is
made up of “regional champions”
such as Delta, the largest carrier
in the U.S., and Air France-KLM,
the largest in Europe.

Which alliance is best for you
really depends on what you want
when you fly.

Here’s a guide, and picks of top
choices in different categories,
based on a close study of alliance
policies, discussions with alliance
officials and consultation with sev-

eral frequent-flier experts.

Upgrades
TOP CHOICE: STAR ALLIANCE

Using miles to upgrade a coach
ticket to business class, or even
business class to first class, is one
of the best benefits of frequent-
flier programs. Most airlines offer
it, but the ability to use miles to
upgrade on alliance partners is
much more difficult.

Star Alliance has the most lib-
eral policy. You can use miles to
buy upgrades to business class
from most coach fares on 17 of the
28 Star airlines.

Oneworld doesn’t allow any up-
grades using miles on partner air-
lines. SkyTeam allows some up-
grades using miles, but only if you
first buy a full-fare coach ticket.

Lounge Access
TOP CHOICE: ONEWORLD

For road warriors who want
the showers, food, bars and com-
fortable work or rest spaces of
fancy airport lounges, travel ex-
perts say oneworld currently has
the strongest offering, though Star
is close.

Oneworld gives top-tier elite

members access to fancy lounges,
even when they are flying coach.
And the lounges that oneworld can
offer are exceptional: British Air-
ways, Cathay Pacific and Qantas
are all known for outstanding air-
port clubs.

“Oneworld is excellent as far as
elite benefits go,” said Ben Schlap-
pig, a connoisseur of frequent-flier
programs who writes the One Mile
at a Time blog at Boardin-
gArea.com.

Star also offers lounge access
to top-tier frequent fliers when
flying abroad. Neither Star nor
oneworld offer lounge access to
the lowest level of elite frequent
fliers, typically those who fly at
least 25,000 miles a year. SkyTeam
can be more restrictive. In addi-
tion to the lowest level of frequent
fliers, some midlevel elite mem-
bers also are excluded from lounge
access, such as the gold level at
Delta, which requires earning
50,000 miles a year.

Redeeming Miles for
Award Tickets
TOP CHOICE: STAR ALLIANCE

If it’s free tickets that you re-
ally want out of an airline, then
you’d be wise to consider Star Alli-
ance. It is considered to have the
best availability of frequent-flier
award tickets by dint of having the
most airline members.

That’s a key thing since travel-
ers often complain about airlines
being skimpy with frequent-flier
awards. The ability to redeem
seats with miles on other airlines
makes it easier to actually use
your miles.

Star Alliance increasingly
makes it easy for members to
book award tickets online on part-
ner airlines. Through a computer
system called StarNet, Star Alli-
ance partners post all the seats
they make available to mileage
awards, and most airlines incorpo-
rate that into their own websites.
If you can’t find seats to Europe
on Continental, United or US Air-
ways, you may have better luck
with Lufthansa, Swiss, Austrian,
Scandinavian or LOT Polish.

“There’s little question that
Star Alliance is the best for award
redemption,” said Gary Leff, the
member-elected president of Fly-
erTalk.com. “They’re the biggest
alliance and in general their award
availability is the best.”

While most Star Alliance mem-
bers make all open award seats
available to customers, United is
an exception. It blocks some avail-
ability from StarNet. When air-
lines let you use your miles on
partners, they typically end up
having to pay the partner for pro-
viding the transportation. So it
can be cash out the door.

A spokesman for United says
Star Alliance members set the
price United must pay for each
award flight flown by a member of
United’s Mileage Plus program.

“There are occasions when
Mileage Plus may limit the number
of award seats available on Star
Alliance carriers,” the spokesman
said. “These occasions primarily
occur when United has direct or
connecting service to the destina-
tion and United award seats are
available.”

Oneworld says its members
have agreed to make reward seats
equally available—if one carrier
offers the seats, all must offer
them.

BY SCOTT MCCARTNEY

Alliances are so important for offering perks that picking an alliance may be more important than picking an airline.
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Comparing global alliances
Which airline alliance is right for you? A look at what the big three offer.

THE MIDDLE
SEAT

STAR ONEWORLD SKYTEAM

Airlines 28 11 13

Airports served 1,172 727 898

Key members United, Continental,
US Airways, Lufthansa,
Singapore, ANA, Air
Canada, Thai

American, British Airways,
JAL, Iberia, Cathay Pacific,
Qantas, Finnair, LAN

Delta, Air France-KLM,
Korean, Alitalia, Aeroflot,
Aeromexico

Lounges; lounge
access

990; all elites except
bottom level

550; all elites except
bottom level

447; only top-tier elites

Can you use miles to
upgrade?

Most airlines No Only on full-fare coach
tickets

Redeeming miles for
award tickets

The alliance has the most
airline members and offers
widespread sharing of
inventory among partners.

Restrictions on American
Airlines and British
Airways limit options to
Europe

Delta and Air France both
had low availability in a
recent awards test

Do key airlines have
antitrust immunity?

Yes Likely soon Yes

The Middle Seat’s
overall grade

A-minus B B-minus
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Netanyahu shifts tone over peace
Israeli Prime Minister Benjamin

Netanyahu appeared to try to soften
his image as a leader unwilling to
compromise for peace with the Pal-
estinians in a series of appearances
and comments in recent days, be-
ginning with his meeting with Presi-
dent Barack Obama on Tuesday.

In a speech to the Council on
Foreign Relations in New York on
Thursday, Mr. Netanyahu used some
of his most forceful language yet to
portray himself as a leader in the
tradition of the Mideast’s most-cele-
brated peacemakers. Mr. Netanyahu
evoked Egyptian President Anwar
Sadat and former Israeli Prime Min-
ister Menachem Begin, who con-
cluded the Camp David Peace Ac-
cords in 1978, and Yitzhak Rabin,
the late Israeli prime minister, who
signed the Oslo Peace Accords in
1993.

“Remember that moment when
Sadat came to Jerusalem,” Mr. Ne-
tanyahu told an overflow crowd
gathered at the Council’s headquar-
ters on Manhattan’s Upper East
Side. “Remember that just a few
years earlier Israel and Egypt fought
a terrible war. People dismissed Be-
gin, and people dismissed Sadat. I
intend to confound the critics and
the skeptics.”

He compared himself with Mr.
Rabin who, he reminded the audi-
ence, returned to a second stint as

prime minister and concluded a his-
toric peace deal. Mr. Netanyahu is
similarly serving as prime minister
for the second time.

“When you get to be my ad-
vanced age you don’t come back to
spend time in office,” Mr. Netanyahu
said. “You come back to do some-
thing. I’m prepared to do some-
thing. I’m prepared to take political
risks.”

The meeting with Mr. Obama at
the White House showcased mended
ties between the two leaders after
their relationship got off to a rocky
start due to disagreements over the
peace process.

The recent comments by Mr. Ne-
tanyahu, who heads the conserva-
tive Likud Party and leads a coali-
tion dominated by even
more-conservative parties, repre-
sent a significant change of tone.

Mr. Netanyahu is widely regarded as
a hard-liner on issues dealing with
the Palestinians, but he has kept his
true intentions close to his chest,
rarely revealing how far he may be
willing to go for a peace deal.

In the 48 hours since his meeting
with Mr. Obama, the Israeli leader
has dropped other hints that sug-
gest a greater flexibility on some of
the core issues in the conflict than
some had previously expected.

In an interview on Wednesday on
CNN’s “Larry King Live,” Mr. Netan-
yahu pledged to tackle the issue of
Jewish settlements in the West
Bank “right away” once direct talks
begin. During the early rounds of in-
direct peace talks, U.S. and Palestin-
ian officials voiced frustration over
Mr. Netanyahu’s preference to begin
negotiations with more peripheral
issues.

That fed Palestinian fears that
Mr. Netanyahu wasn’t prepared to
address the conflict’s most sensitive
issues, such as Jewish settlements,
and that he may instead simply be
seeking to stall and delay a peace
deal while winning kudos from the
international community for partici-
pating in direct peace talks.

Mr. Netanyahu’s comments that
piqued the greatest interest, how-
ever, came Wednesday evening in
speech to American Jews at Man-
hattan’s Plaza Hotel, where, accord-
ing to the Jewish Telegraphic
Agency, Mr. Netanyahu made com-
ments that suggested he could agree
to divide Jerusalem, long a red line
for Israel’s right-wing parties.

“Everybody knows that there are
Jewish neighborhoods in Jerusalem
that under any peace plan will re-
main where they are,” Mr. Netan-
yahu said during the question and
answer session, the agency re-
ported.

“The implication of Netanyahu’s
remark—that other neighborhoods
of Jerusalem may not remain ‘where
they are,’ becoming part of an even-
tual Palestinian state—was the first
hint that the Israeli leader may be
flexible on the subject of Jerusa-
lem,” the influential Jewish news
agency concluded.

The Palestinians remain skepti-
cal. Chief Palestinian negotiator
Saeb Erekat said the Palestinians
hear Mr. Netanyahu talk but don’t
see him backing it up with actions,
such as completely stopping build-
ing in Jewish settlements and in
East Jerusalem.

By Charles Levinson in
Jerusalem and Riva

Froymovich in New York

‘I intend to confound the critics and the skeptics,’ Israel’s prime minister says.
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BP instructed
to provide
more updates

WASHINGTON—The Obama ad-
ministration is demanding BP PLC
provide the federal government with
more information about its plans to
stanch the Gulf of Mexico oil spill as
cleanup efforts reach a critical stage
with the peak of hurricane season
looming.

The government wants updated
timelines about when relief wells
and other oil-response efforts will
be complete, according to a letter
sent Thursday to BP Chief Managing
Director Bob Dudley by U.S. Coast
Guard Adm. Thad Allen, who is co-
ordinating the federal response to
the oil catastrophe.

BP is considering replacing a
damaged well-cap with a newly de-
signed one to better plug the mile-
deep well, which is leaking at least
10,000 barrels of oil daily into the
Gulf.

There are risks to this plan, in-
cluding that it might not work and
will increase the rate of oil gushing
out in the short run.

Mr. Allen said the government
wants to ensure BP has contingency
plans in case this move fails or hur-
ricanes thwart response efforts.

Mr. Allen also wants an updated
plan for how BP will maximize
cleanup efforts, including skimming
and burning the oil. BP and the gov-
ernment have struggled with
cleanup efforts in recent weeks as
weather created rough seas.

BY JARED A. FAVOLE

IMF’s U.S. forecast
is more pessimistic

WASHINGTON—The Interna-
tional Monetary Fund advised the
Obama administration to consider
raising taxes and reducing Social
Security benefits as ways to contain
the U.S. budget deficit and public
debt.

In its annual review of the U.S.
economy, the IMF forecast that the
economy will grow 3.3% this year,
and then not top 3% annual growth
over the following five years, a more
pessimistic outlook than that of the
U.S. administration.

As a result, the IMF projections
of the deficit and debt top White
House forecasts.

“We see a less strong growth
outlook over the medium term than
the authorities,” said David Robin-
son, the IMF’s deputy director for
the Western Hemisphere. “Corre-
spondingly, we see over the medium
term…a need for more fiscal mea-
sures than the authorities at present
do.”

The administration has pledged
to halve the deficit by 2013 and to
stabilize the public debt at 70% of
gross domestic product by 2015.
However, the IMF projects that cur-
rent policies would push the debt
level up to 95% of GDP by 2020 and
above 135% by 2030.

Thus far, the U.S. has been able
to borrow cheaply to fund its deficit
in part because of fears of economic
instability elsewhere in the world.
Over the coming three to five years,
though, the IMF believes that the
interest rates on Treasurys will rise,

as the U.S. government competes
with the private sector in debt mar-
kets.

The IMF urged the administra-
tion to cut the budget deficit by
about 8% of GDP by 2015, which is
nearly three percentage points more
than the administration plans.

Spending cuts aren’t sufficient,
the IMF said, and it suggested a
number of politically difficult ways
of reducing debt, including eliminat-
ing the popular deduction for inter-
est on mortgages, raising energy
taxes, reducing Social Security ben-
efits or imposing a national con-
sumption tax.

“The timing and composition of
the adjustment will need to be care-
fully designed to minimize the im-
pact on demand while ensuring
credibility,” the IMF said. The fund
endorsed the 2% deficit reduction in
the administration’s budget for fis-
cal 2011, but said that should be fol-
lowed by a commitment to take fur-
ther steps in coming years and
measures to deal with rising entitle-
ment costs.

The IMF also estimated that the
dollar is “now moderately overval-
ued from a medium term perspec-
tive,” meaning over the next three
to five years. Mr. Robinson sug-
gested the greenback will depreciate
“moderately” over that time.

The recent strength of the dollar
didn’t help U.S. growth, he said,
“but it’s not a deal breaker for the
recovery, either.”

BY TOM BARKLEY

� The IMF predicts world expansion
will decline to 4.3% next year ........ 11
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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 396.25 7.00 1.80% 705.00 343.25
Soybeans (cents/bu.) CBOT 946.00 13.50 1.45 1,555.00 809.75
Wheat (cents/bu.) CBOT 548.50 18.00 3.39 762.75 442.50
Live cattle (cents/lb.) CME 90.900 0.400 0.44 95.575 83.500
Cocoa ($/ton) ICE-US 2,969 -12 -0.40% 3,522 2,237
Coffee (cents/lb.) ICE-US 162.10 -0.95 -0.58 180.95 121.75
Sugar (cents/lb.) ICE-US 17.09 0.03 0.18 22.78 11.79
Cotton (cents/lb.) ICE-US 73.99 -0.57 -0.76 100.50 53.87
Crude palm oil (ringgit/ton) MDEX 2,289.00 19 0.84 2,725 1,665
Cocoa (pounds/ton) LIFFE 2,380 -23 -0.96 2,461 1,579
Robusta coffee ($/ton) LIFFE 1,696 27 1.62 1,795 1,282

Copper (cents/lb.) COMEX 301.55 0.05 0.02 366.70 166.00
Gold ($/troy oz.) COMEX 1196.10 -2.80 -0.23 1,266.50 800.00
Silver (cents/troy oz.) COMEX 1787.20 -12.80 -0.71 1,986.50 1,338.00
Aluminum ($/ton) LME 1,992.50 18.00 0.91 2,481.50 1,564.50
Tin ($/ton) LME 17,650.00 50.00 0.28 19,175.00 12,320.00
Copper ($/ton) LME 6,670.00 100.00 1.52 7,970.00 4,820.00
Lead ($/ton) LME 1,825.00 57.00 3.22 2,615.00 1,580.00
Zinc ($/ton) LME 1,851.00 13.00 0.71 2,659.00 1,490.00
Nickel ($/ton) LME 19,300 300 1.58 27,590 14,405

Crude oil ($/bbl.) NYMEX 75.44 1.37 1.85 132.70 54.69
Heating oil ($/gal.) NYMEX 2.0053 0.0266 1.34 3.3990 1.4525
RBOB gasoline ($/gal.) NYMEX 2.0511 0.0258 1.27 2.4410 1.6910
Natural gas ($/mmBtu) NYMEX 4.420 -0.168 -3.66 10.810 4.140
Brent crude ($/bbl.) ICE-EU 75.02 1.25 1.69 108.50 59.80
Gas oil ($/ton) ICE-EU 642.50 14.00 2.23 755.00 499.00

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

Currencies London close on July 8
Per In

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

Argentina peso-a 4.9910 0.2004 3.9363 0.2540
Brazil real 2.2430 0.4458 1.7690 0.5653
Canada dollar 1.3206 0.7572 1.0416 0.9601

1-mo. forward 1.3210 0.7570 1.0418 0.9599
3-mos. forward 1.3218 0.7566 1.0424 0.9593
6-mos. forward 1.3234 0.7556 1.0438 0.9581

Chile peso 679.56 0.001472 535.95 0.001866
Colombia peso 2397.06 0.0004172 1890.50 0.0005290
Ecuador US dollar-f 1.2680 0.7887 1 1
Mexico peso-a 16.2443 0.0616 12.8115 0.0781
Peru sol 3.5788 0.2794 2.8225 0.3543
Uruguay peso-e 26.817 0.0373 21.150 0.0473
U.S. dollar 1.2680 0.7887 1 1
Venezuela bolivar 5.45 0.183641 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.4512 0.6891 1.1445 0.8738
China yuan 8.5920 0.1164 6.7763 0.1476
Hong Kong dollar 9.8757 0.1013 7.7887 0.1284
India rupee 59.3210 0.0169 46.7850 0.0214
Indonesia rupiah 11494 0.0000870 9065 0.0001103
Japan yen 112.31 0.008904 88.58 0.011290

1-mo. forward 112.27 0.008907 88.55 0.011294
3-mos. forward 112.17 0.008915 88.47 0.011304
6-mos. forward 111.98 0.008930 88.32 0.011323

Malaysia ringgit-c 4.0606 0.2463 3.2025 0.3123
New Zealand dollar 1.7934 0.5576 1.4144 0.7070
Pakistan rupee 108.663 0.0092 85.700 0.0117
Philippines peso 58.741 0.0170 46.328 0.0216
Singapore dollar 1.7528 0.5705 1.3824 0.7234
South Korea won 1533.33 0.0006522 1209.30 0.0008269
Taiwan dollar 40.711 0.02456 32.108 0.03115
Thailand baht 41.126 0.02432 32.435 0.03083

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

Euro zone euro 1 1 0.7887 1.2680
1-mo. forward 1.0000 1.0000 0.7887 1.2680
3-mos. forward 0.9999 1.0001 0.7886 1.2680
6-mos. forward 1.0001 0.9999 0.7887 1.2679

Czech Rep. koruna-b 25.400 0.0394 20.032 0.0499
Denmark krone 7.4549 0.1341 5.8795 0.1701
Hungary forint 280.57 0.003564 221.28 0.004519
Norway krone 8.0709 0.1239 6.3653 0.1571
Poland zloty 4.0835 0.2449 3.2206 0.3105
Russia ruble-d 39.131 0.02555 30.862 0.03240
Sweden krona 9.5435 0.1048 7.5268 0.1329
Switzerland franc 1.3326 0.7504 1.0510 0.9515

1-mo. forward 1.3320 0.7507 1.0506 0.9519
3-mos. forward 1.3307 0.7515 1.0495 0.9528
6-mos. forward 1.3285 0.7527 1.0478 0.9544

Turkey lira 1.9673 0.5083 1.5516 0.6445
U.K. pound 0.8364 1.1956 0.6596 1.5160

1-mo. forward 0.8365 1.1955 0.6597 1.5159
3-mos. forward 0.8366 1.1953 0.6598 1.5156
6-mos. forward 0.8368 1.1950 0.6600 1.5152

MIDDLE EAST/AFRICA
Bahrain dinar 0.4780 2.0920 0.3770 2.6525
Egypt pound-a 7.2241 0.1384 5.6975 0.1755
Israel shekel 4.9070 0.2038 3.8700 0.2584
Jordan dinar 0.8987 1.1128 0.7088 1.4109
Kuwait dinar 0.3671 2.7238 0.2896 3.4536
Lebanon pound 1911.43 0.0005232 1507.50 0.0006634
Saudi Arabia riyal 4.7551 0.2103 3.7503 0.2666
South Africa rand 9.6022 0.1041 7.5730 0.1320
United Arab dirham 4.6572 0.2147 3.6730 0.2723

SDR -f 0.8476 1.1798 0.6685 1.4959

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

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

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

23 EUROPE Stoxx Europe 600 248.60 2.54 1.03% -1.8% 24.7%

14 Stoxx Europe 50 2417.64 28.25 1.18 -6.3 18.5

27 Euro Zone Euro Stoxx 254.24 2.88 1.15 -7.5 18.1

14 Euro Stoxx 50 2666.42 32.03 1.22 -10.1 15.2

15 Austria ATX 2331.55 38.29 1.67 -6.6 18.0

8 Belgium Bel-20 2455.99 40.18 1.66 -2.2 24.8

11 Czech Republic PX 1140.8 23.3 2.09 2.1 28.1

21 Denmark OMX Copenhagen 379.46 2.47 0.66 20.2 43.7

15 Finland OMX Helsinki 6358.73 18.52 0.29 -1.5 17.4

14 France CAC-40 3538.25 54.81 1.57 -10.1 16.9

12 Germany DAX 6035.66 42.80 0.71 1.3 30.4

... Hungary BUX 22654.21 993.07 4.58 6.7 55.3

19 Ireland ISEQ 2894.99 46.89 1.65 -2.7 9.8

14 Italy FTSE MIB 20243.73 230.66 1.15 -12.9 11.5

18 Netherlands AEX 322.62 5.06 1.59 -3.8 30.6

11 Norway All-Shares 394.74 1.44 0.37 -6.0 24.9

17 Poland WIG 40373.98 99.99 0.25 1.0 34.8

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

13 Portugal PSI 20 7442.64 66.37 0.90 -12.1 5.7

... Russia RTSI 1356.09 3.38 0.25% -5.0 53.2

10 Spain IBEX 35 10080.5 93.1 0.93 -15.6 6.7

15 Sweden OMX Stockholm 316.14 -1.47 -0.46% 5.6 32.2

14 Switzerland SMI 6155.72 56.52 0.93 -6.0 16.0

... Turkey ISE National 100 57345.59 547.04 0.96 8.6 55.0

11 U.K. FTSE 100 5105.45 90.63 1.81 -5.7 22.8

21 ASIA-PACIFIC DJ Asia-Pacific 118.88 1.75 1.49 -3.4 14.5

... Australia SPX/ASX 200 4356.85 102.29 2.40 -10.5 15.8

... China CBN 600 21533.53 -55.31 -0.26 -25.9 -20.2

14 Hong Kong Hang Seng 20050.56 193.49 0.97 -8.3 12.7

17 India Sensex 17651.73 180.70 1.03 1.1 28.3

... Japan Nikkei Stock Average 9535.74 256.09 2.76 -9.6 2.6

... Singapore Straits Times 2897.15 36.12 1.26 ... 25.5

11 South Korea Kospi 1698.64 22.99 1.37 0.9 18.7

17 AMERICAS DJ Americas 283.60 0.83 0.29 -4.3 23.2

... Brazil Bovespa 63076.24 -207.56 -0.33 -8.0 28.3

16 Mexico IPC 31755.15 -280.04 -0.87 -1.1 34.3

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

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

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

Australia 1.1445 1.7351 1.0890 0.1521 0.0371 0.1798 0.0129 0.2957 1.4512 0.1947 1.0988 ...

Canada 1.0416 1.5790 0.9910 0.1384 0.0337 0.1636 0.0118 0.2691 1.3206 0.1771 ... 0.9101

Denmark 5.8795 8.9133 5.5942 0.7811 0.1905 0.9237 0.0664 1.5193 7.4549 ... 5.6450 5.1372

Euro 0.7887 1.1956 0.7504 0.1048 0.0256 0.1239 0.0089 0.2038 ... 0.1341 0.7572 0.6891

Israel 3.8700 5.8669 3.6822 0.5142 0.1254 0.6080 0.0437 ... 4.9070 0.6582 3.7156 3.3814

Japan 88.5750 134.2797 84.2769 11.7680 2.8700 13.9153 ... 22.8876 112.3087 15.0651 85.0415 77.3924

Norway 6.3653 9.6498 6.0564 0.8457 0.2063 ... 0.0719 1.6448 8.0709 1.0826 6.1114 5.5617

Russia 30.8620 46.7868 29.3644 4.1003 ... 4.8485 0.3484 7.9747 39.1315 5.2491 29.6308 26.9657

Sweden 7.5268 11.4106 7.1615 ... 0.2439 1.1825 0.0850 1.9449 9.5435 1.2802 7.2265 6.5765

Switzerland 1.0510 1.5933 ... 0.1396 0.0341 0.1651 0.0119 0.2716 1.3326 0.1788 1.0091 0.9183

U.K. 0.6596 ... 0.6276 0.0876 0.0214 0.1036 0.0074 0.1704 0.8364 0.1122 0.6333 0.5764

U.S. ... 1.5160 0.9515 0.1329 0.0324 0.1571 0.0113 0.2584 1.2680 0.1701 0.9601 0.8738

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of July 08, 2010

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.60% 15 ALL COUNTRY (AC) WORLD* 275.52 -1.63% -8.0% 12.5%

2.70 16 World (Developed Markets) 1,071.75 -1.88 -8.3 11.2

2.50 16 World ex-EMU 128.22 -1.93 -6.2 13.0

2.50 16 World ex-UK 1,073.03 -1.99 -7.7 11.5

3.20 16 EAFE 1,389.39 -0.66 -12.1 6.3

2.20 14 Emerging Markets (EM) 930.20 0.03 -6.0 22.2

3.60 14 EUROPE 85.27 1.35 -3.4 18.8

3.80 14 EMU 145.23 -1.58 -19.5 1.3

3.50 15 Europe ex-UK 92.35 1.53 -4.5 18.0

4.90 11 Europe Value 91.40 1.88 -8.1 14.3

2.40 17 Europe Growth 77.08 0.86 1.2 23.1

2.40 19 Europe Small Cap 163.58 0.63 4.1 30.3

2.30 8 EM Europe 290.31 0.24 4.2 42.9

3.80 12 UK 1,485.81 1.00 -7.6 17.6

2.90 18 Nordic Countries 148.13 1.07 8.7 31.8

2.00 8 Russia 696.60 0.46 -6.7 27.3

2.40 20 South Africa 703.23 0.34 -0.6 17.3

2.70 16 AC ASIA PACIFIC EX-JAPAN 380.92 0.55 -8.6 17.6

1.90 26 Japan 521.36 -0.58 -8.3 -9.0

2.30 16 China 59.28 -1.03 -8.5 7.6

1.00 19 India 706.74 -0.97 -0.1 24.2

1.30 11 Korea 471.87 -0.84 -1.9 23.4

2.80 23 Taiwan 266.09 -0.07 -10.1 13.5

2.00 17 US BROAD MARKET 1,182.85 -3.11 -4.4 16.7

1.40 160 US Small Cap 1,653.11 -3.55 -1.1 24.6

2.60 14 EM LATIN AMERICA 3,823.76 -1.63 -7.1 28.5

*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 2174.47 0.86% 19.4%

2.41 16 Global Dow 1316.20 0.52% 24.2% 1772.46 0.90 12.7

2.92 13 Global Titans 50 161.70 0.32 21.7 153.16 0.70 10.4

2.84 16 Europe TSM 2325.61 1.41 13.6

2.40 19 Developed Markets TSM 2101.35 0.88 18.0

2.26 10 Emerging Markets TSM 3951.17 0.73 32.7

3.25 24 Africa 50 838.40 0.45 24.7 674.78 0.82 13.2

2.61 13 BRIC 50 461.00 0.21 42.2 557.33 0.58 29.0

3.68 17 GCC 40 529.90 0.47 11.4 426.46 0.84 1.1

2.03 19 U.S. TSM 10946.55 0.25 22.3

6.08 22 Kuwait Titans 30 -c 182.19 0.15 -12.1

1.71 RusIndex Titans 10 -c 3221.40 -0.64 64.2 5223.36 -0.94 44.4

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

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

2.06% 9 Turkey Titans 20 -c 609.90 0.98% 73.6% 689.04 0.93% 57.6%

5.68 15 Global Select Div -d 170.00 1.33 41.1 184.53 1.71 28.0

5.96 10 Asia/Pacific Select Div -d 251.96 2.70 22.0

4.43 14 U.S. Select Dividend -d 314.63 0.69 28.3

2.09 18 Islamic Market 1828.69 0.71 17.6

2.62 13 Islamic Market 100 1746.80 0.33 21.6 1895.53 0.70 10.3

3.48 12 Islamic Turkey -c 1534.70 1.53 46.1 2976.64 1.48 32.7

2.85 15 Sustainability 847.70 0.87 28.2 907.53 1.24 16.3

4.51 19 Brookfield Infrastructure 1639.10 0.35 37.9 1981.48 0.72 25.1

1.39 22 Luxury 979.40 -0.31 48.9 1052.80 0.06 35.1

3.15 10 UAE Select Index 218.17 1.86 0.4

DJ-UBS Commodity 136.50 -0.48 20.7 125.72 -0.11 9.5

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

GLOBAL MARKETS LINEUP
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On Pentagon wish list: Russian arms
U.S.’s lifting of sanctions on state-owed exporter eases procurement of helicopters and other aircraft for allies

WASHINGTON—The Obama ad-
ministration’s recent lifting of sanc-
tions against Russia’s state arms ex-
porter could boost orders for
Russian aircraft from a somewhat-
unexpected customer: the U.S. mili-
tary.

As part of its effort to equip the
militaries of Afghanistan, Iraq and
Pakistan, the Pentagon has in recent
years been snapping up helicopters
and fixed-wing aircraft from the ar-
senals of its former Cold War rivals,
including Russia. The goal is to help
the three countries build air forces
that are rugged, affordable and easy
to operate.

Washington sanctioned Rosobo-
ronexport, Russia’s state arms
dealer, in 2006 for its dealings with
Iran, and lifted those restrictions in
May as part of an effort to win Mos-
cow’s support for new Iran sanc-
tions.

But even as the move could open
the door to more purchases of Rus-
sian-made helicopters, U.S. lawmak-
ers are complaining about a lack of
oversight of the procurement pro-
cess and asking the military to con-
sider buying more American-made
aircraft.

A Department of Defense spokes-
woman said the Pentagon had re-
ceived “several inquiries” from law-
makers about the purchase of
Russian-made Mi-17 helicopters,

adding that the department issued a
report to Congress in March ad-
dressing the issue.

“Analysis conducted by [U.S.
Central Command] in 2005 identi-
fied the Mi-17 as the most cost-ef-
fective means—at the time—for ad-

dressing the operational
requirements of Iraq, Afghanistan,
and Pakistan,” the spokeswoman
said.

The Mi-17 helicopter is a work-
horse transport aircraft seen as ver-
satile and easy to maintain. The U.S.

has spent more than $800 million
over the past several years to buy
Mi-17s; a single Mi-17 costs around
$12 million, according to the State
Department, although figures vary
depending on the contract, and con-
gressional critics say the price tag
can be higher.

The helicopters are mostly used
for airlifting troops and equipment
to fight insurgents in remote re-
gions.

Richard Aboulafia, an aviation
analyst with the Teal Group, an
aerospace and defense consultancy,
said Soviet-bloc aircraft are “cheap
to operate because of simplicity of
design,” and the militaries of these
countries have “worked with them
before.”

For Washington’s allies to suc-
cessfully fight in the counterterror-
ism fight, their militaries must be-
come more self-sufficient and
air-mobile, officials say. While the
U.S. is helping to bankroll some air-
craft purchases, U.S. officials hope
the three countries can ultimately
support and maintain the aircraft on
their own.

Acquiring such aircraft wasn’t
easy after the 2006 ban on trade
with Rosoboronexport. To meet the
Pentagon’s orders, private compa-
nies acquired civilian-model Rus-
sian-made helicopters and converted
them for military use, said people
familiar with the transactions.

With the lifting of the sanctions,
more Russian helicopter purchases
could be in the works. Following a
June meeting between President Ba-
rack Obama and his Russian coun-
terpart Dmitry Medvedev, the two
sides announced in a joint statement
they were “working on the possibil-
ity of assisting Afghan security
forces by supplying Russian-made
helicopters and spare parts.” The
Pentagon declined to provide fur-
ther details.

The U.S. military’s efforts to help
its foreign allies build low-budget
air forces are facing increased scru-
tiny in Congress, with some law-
makers questioning the approach.
The Mi-17 procurement “either had
uncoordinated oversight or simply
none at all” by the government, Sen.
Richard Shelby (R., Ala.) said in an
interview. “The results have led to

massive waste, cost overruns,
schedule delays, safety concerns,
and major delivery problems,” he
said. He urged the government to
“analyze alternative airframes, and
select the best helicopter for the
mission.”

In response, the military has ar-
gued that Mi-17s could be procured
relatively quickly, while the produc-
tion lead time required to get U.S.-
made alternatives to field was
lengthy, in some cases two or three
years.

Some U.S. lawmakers want the
government to consider buying
American-made equipment to sup-
port the U.S. economy. The House
version of the fiscal 2011 defense-
authorization bill says U.S.-made he-
licopters should be among the op-
tions when the U.S. considers buy-
ing aircraft for the Afghan air force.

Pakistan has received 10 Russian-
made helicopters at U.S. taxpayer
expense, and U.S. counterinsurgency
funds have paid for the overhaul of
a dozen Pakistani Mi-17s.

Iraq’s military operates a fleet of
18 Mi-17s, with another 22 on order,
eight of which were paid for by the
U.S. government. The Department of
Defense has bought 31 Mi-17s for Af-
ghanistan’s security forces, and the
pending defense budget for fiscal
2011, beginning in October, includes
a $180 million request for the pro-
curement of 10 additional Mi-17s for
Afghanistan.

“I would love to transition this
to all-Western [aircraft], as a U.S.
pilot and aviator,” said U.S. Air
Force Brig. Gen. Michael Boera, who
oversees the effort to strengthen Af-
ghanistan’s air forces. “But the fact
remains I need to make decisions
based on what’s best for the Af-
ghans.”

BY NATHAN HODGE
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An Mi-17 helicopter prepares to land during a flight test for Afghan air force pilots, led by the U.S. Air Force in Kandahar, in October.
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The U.S. military’s efforts to
help its foreign allies build
low-budget air forces are
facing increased scrutiny in
Congress.
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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 1.23 98.93% 0.01% 1.42 0.75 1.07

Eur. High Volatility: 13/1 1.83 96.25 0.01 2.16 1.11 1.56

Europe Crossover: 13/2 5.59 97.68 0.05 5.88 5.36 5.63

Asia ex-Japan IG: 13/1 1.39 98.22 0.01 1.72 0.87 1.20

Japan: 13/1 1.34 98.36 0.01 1.76 0.85 1.23

Note: Data as of July 7

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

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

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

JPMorgan $812 4.7% 32% 29% 34% 6%

Deutsche Bank 770 4.5 27 36 29 7

Goldman Sachs 745 4.3 39 19 39 3

Credit Suisse 714 4.1 28 38 29 4

UBS 711 4.1 28 30 38 3

Morgan Stanley 689 4.0 36 17 45 2

Bank of America Merrill Lynch 617 3.6 35 28 27 11

Citi 550 3.2 35 31 27 8

Nomura 476 2.8 58 18 24 1

Source: Dealogic

Tracking
credit
markets �
dealmakers

Dow Jones Industrial Average P/E: 15
LAST: 10138.99 s 120.71, or 1.20%

YEAR TO DATE: t 289.06, or 2.8%

OVER 52 WEEKS s 1,955.82, or 23.9%

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

Previous
close, in STOCK PERFORMANCE

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

ING Groep Netherlands Life Insurance 36,194,711 6.82 4.02% -1.1% 33.6%

Barclays U.K. Banks 84,776,147 302.00 3.57 9.4 4.9

AXA France Full Line Insurance 8,877,342 13.34 3.33 -19.3 14.6

BNP Paribas France Banks 7,316,507 49.57 3.32 -11.3 10.3

Deutsche Bank Germany Banks 7,139,214 49.02 3.27 -0.8 12.0

Nokia Finland Telecommunications Equipment 24,621,770 6.74 -2.32% -24.4 -34.2

L.M. Ericsson Telephone Series B Sweden Communications Technology 10,225,441 82.40 -1.38 25.0 13.2

Daimler AG Germany Automobiles 5,040,252 41.58 -0.87 11.7 71.3

SAP AG Germany Software 5,195,465 36.80 -0.46 11.5 28.2

Deutsche Telekom Germany Mobile Telecommunications 16,412,169 9.97 0.26% -3.1 23.6

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

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

Societe Generale 8,191,539 38.78 3.19% -20.8% 7.8%
France (Banks)
Royal Dutch Shell A 7,689,994 20.81 2.99 -1.4 23.0
U.K. (Integrated Oil & Gas)
Credit Suisse Group 8,882,884 44.13 2.87 -13.8 -7.9
Switzerland (Banks)
ABB Ltd. 10,457,913 19.54 2.57 -2.0 23.1
Switzerland (Industrial Machinery)
Diageo 4,236,407 1,085 2.26 0.1 24.0
U.K. (Distillers & Vintners)
Total S.A. 7,934,709 38.04 2.23 -15.5 3.9
France (Integrated Oil & Gas)
GlaxoSmithKline 9,546,880 1,142 2.19 -13.5 3.9
U.K. (Pharmaceuticals)
Astrazeneca 3,318,941 3,184 2.08 9.4 18.7
U.K. (Pharmaceuticals)
Banco Bilbao Vizcaya Argentaria 43,697,549 9.55 2.02 -25.0 8.0
Spain (Banks)
Anglo American 5,889,039 2,412 1.97 -11.0 46.1
U.K. (General Mining)
Intesa Sanpaolo 146,741,677 2.39 1.92 -24.0 9.0
Italy (Banks)
ArcelorMittal 8,414,017 23.11 1.83 -28.2 7.5
France (Iron & Steel)
British American Tobacco 3,793,505 2,211 1.77 9.6 29.1
U.K. (Tobacco)
BHP Billiton 6,804,172 1,819 1.68 -8.8 38.9
U.K. (General Mining)
Assicurazioni Generali 7,483,746 15.10 1.62 -19.8 8.2
Italy (Full Line Insurance)
Banco Santander 114,211,380 9.95 1.47 -13.9 20.6
Spain (Banks)
HSBC Holdings 32,403,073 623.20 1.38 -12.1 24.6
U.K. (Banks)
BP PLC 86,251,672 367.00 1.37 -38.8 -21.1
U.K. (Integrated Oil & Gas)
Siemens 3,660,251 73.69 1.36 14.8 56.1
Germany (Diversified Industrials)
Bayer AG 2,916,410 46.01 1.30 -17.8 26.3
Germany (Specialty Chemicals)

Latest,
in local STOCK PERFORMANCE

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

Allianz SE 2,064,422 83.17 1.28% -4.6% 31.3%
Germany (Full Line Insurance)
Rio Tinto 4,864,427 3,074 1.24 -9.3 56.3
U.K. (General Mining)
UniCredit 411,959,326 1.99 1.22 -11.2 22.0
Italy (Banks)
Telefonica 23,969,848 16.17 1.19 -17.2 2.3
Spain (Fixed Line Telecommunications)
UBS 14,528,102 15.00 1.15 -6.5 15.9
Switzerland (Banks)
BASF SE 4,300,449 45.01 1.15 3.6 62.2
Germany (Commodity Chemicals)
GDF Suez 4,311,820 24.87 1.12 -17.9 2.1
France (Multiutilities)
BG Group 5,387,072 1,087 1.02 -3.2 9.3
U.K. (Integrated Oil & Gas)
Vodafone Group 73,636,019 143.30 0.99 -0.3 25.7
U.K. (Mobile Telecommunications)
Iberdrola 37,739,215 5.13 0.89 -23.2 -3.5
Spain (Conventional Electricity)
E.ON AG 7,728,931 22.84 0.88 -21.9 -1.8
Germany (Multiutilities)
Sanofi-Aventis 5,253,420 47.10 0.82 -14.5 11.6
France (Pharmaceuticals)
Nestle S.A. 6,276,579 51.90 0.78 3.4 26.2
Switzerland (Food Products)
Roche Holding 2,076,757 148.90 0.74 -15.3 -0.1
Switzerland (Pharmaceuticals)
Unilever 4,933,225 22.58 0.74 -0.7 30.4
Netherlands (Food Products)
ENI 17,051,112 15.43 0.59 -13.3 -3.6
Italy (Integrated Oil & Gas)
Novartis 5,532,426 51.80 0.58 -8.3 19.6
Switzerland (Pharmaceuticals)
RWE AG 1,857,950 55.08 0.51 -19.0 3.7
Germany (Multiutilities)
Tesco 13,853,615 393.95 0.46 -8.0 13.0
U.K. (Food Retailers & Wholesalers)
France Telecom 9,666,134 15.03 0.30 -13.8 -4.7
France (Fixed Line Telecommunications)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 21.4 $24.57 0.24 0.99%
Alcoa AA 19.5 10.71 0.16 1.52
AmExpress AXP 11.0 42.14 0.99 2.41
BankAm BAC 127.3 14.86 0.15 1.02
Boeing BA 4.2 64.75 1.45 2.29
Caterpillar CAT 5.8 63.23 1.05 1.69
Chevron CVX 12.3 70.35 0.90 1.30
CiscoSys CSCO 54.7 22.55 0.07 0.31
CocaCola KO 10.1 52.42 0.95 1.85
Disney DIS 9.6 33.36 0.22 0.66
DuPont DD 7.1 36.29 1.04 2.95
ExxonMobil XOM 38.2 58.75 0.32 0.55
GenElec GE 85.6 14.82 0.20 1.37
HewlettPk HPQ 12.6 45.48 0.52 1.16
HomeDpt HD 15.4 28.15 0.14 0.50
Intel INTC 64.9 20.10 –0.04 –0.21
IBM IBM 5.1 127.93 0.93 0.73
JPMorgChas JPM 39.5 38.16 0.01 0.03
JohnsJohns JNJ 14.3 61.34 0.73 1.20
KftFoods KFT 8.2 29.02 0.23 0.80
McDonalds MCD 7.5 69.04 1.73 2.57
Merck MRK 14.7 35.85 0.42 1.19
Microsoft MSFT 49.9 24.41 0.11 0.45
Pfizer PFE 55.1 14.79 0.17 1.16
ProctGamb PG 14.1 61.96 1.14 1.87
3M MMM 3.6 81.21 0.69 0.86
TravelersCos TRV 3.0 50.09 0.14 0.28
UnitedTech UTX 3.4 67.22 0.67 1.01
Verizon VZ 18.2 26.77 0.25 0.94

WalMart WMT 12.0 49.18 0.26 0.53

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

Nokia Oyj 103 –14 –15 21

Telecom Italia 258 –12 –25 –17

BP 436 –11 –139 55

EDP Energias de Portugal 247 –11 –31 –17

ENEL SPA 217 –10 –29 –24

Repsol YPF 224 –8 –20 –11

Hellenic Telecom Org 413 –8 –46 –24

Old Mut PLC 201 –5 –12 –29

Bertelsmann AG 113 –5 –12 –27

Societe Air France 477 –4 –23 –84

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Renault 354 8 15 17

Clariant AG 130 8 7 –11

Glencore Intl AG 448 9 –2 –49

ThyssenKrupp AG 393 10 13 –50

Codere Fin Luxembourg SA 810 10 –41 –41

Gov Co Bk Irlnd 391 10 –13 35

Bqe Psa Fin 354 11 10 –1

Lafarge 375 12 15 5

J Sainsbury PLC 142 16 7 –7

Contl AG 557 18 –30 2

Source: Markit Group

BLUE CHIPS � BONDS

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

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

When people
from opposite
ends of the
political spectrum
come together to
agree on

something in Washington, you
can be pretty sure a trend is
taking shape.

And so it was this week when
Rep. Ron Paul,
conservative/libertarian
Republican of the right, and Rep.
Barney Frank, liberal Democrat of
the left, co-published a
commentary on the Huffington
Post website titled: “Why We
Must Reduce Military Spending.”
Amid rising government deficits,
it said, there should be
“substantial cuts in the projected
levels of Pentagon spending.”

Failure to curb defense
spending, the two congressmen
warned, would “do substantial
damage to our economy and
dramatically reduce our quality
of life.”

Reps. Paul and Frank are
doing more than writing a blog
post. They and some colleagues
have convened what they call a
Sustainable Defense Task Force of
defense analysts that has
recommended $1 trillion in
spending cuts over the next
decade. Most come from
eliminating Cold War weapons
systems and—watch for more of
this—cutbacks in defense
commitments in Europe and
elsewhere abroad.

These two odd-fellow
members of Congress are
harbingers of things to come.
Annual defense spending has
more than doubled over the last
decade, largely because of the
wars in Iraq and Afghanistan. But
now the deficit is high, the debt
is growing, and those wars are
winding down, one way or
another.

So the parallel move to wind
down Pentagon spending is
coming. The only questions are
how big the urge to curb will be,
and what form it will take.

Paradoxically, the man who
seems to recognize this most
clearly is someone you might
expect to be in denial: U.S.
Defense Secretary Robert Gates.

For two years, sometimes
quietly and sometimes from atop
a soapbox, Mr. Gates has been
telling his own Pentagon, the
military services and Congress to
get ready for the squeeze.

His simple message: We are
going to have to tighten our
belts, so let’s do so in a sensible
way, one that reduces the
nation’s defense bill without
cutting its defense structure.

Washington being Washington,
it’s a surprisingly difficult
message to get across.

In many ways, Mr. Gates’s
push started in September 2008,
when he was serving as Pentagon
chief for President George W.
Bush, and before President
Barack Obama had even been
elected. The financial sector was
only beginning its freefall. Mr.
Gates gave a speech at the

National Defense University
saying that “resources are
scarce” and that the military
needed to divert more of those
limited resources away from old
programs and toward preparing
for the kind of “small wars” being
waged in Iraq and Afghanistan.

Mr. Gates really got down to
business in 2009, when he
essentially stopped the Pentagon
in its tracks for weeks to prepare
a budget for 2010 that he
considered the first designed to
take into account the new fiscal
reality.

That budget—his budget, he
made clear—went after some
sacred cows. It stopped
production of the ultra-expensive
F-22 fighter jet, cut back on some
missile-defense programs he
thought unrealistic, and killed an
Army combat system considered
out of sync with today’s counter-
insurgency warfare.

The reaction in Congress:
revolt. Lawmakers develop their
attachments to pet programs as
much as military leaders and
defense contractors do, and they
hold on tight.

So Mr. Gates responded by
going public with a scolding. He
flew to Chicago to give a speech
saying that cutting unnecessary
things was essential for saving
necessary things. “In total, by
one estimate, our budget adds up
to about what the entire rest of
the world combined spends on
defense,” he said. “Only in the
parallel universe that is
Washington, D.C., would that be
considered ‘gutting’ defense.”

Now the Gates quest to get
out in front of the fiscal clouds
continues. He argues that the
smart approach is to increase
spending on the forces in the
field, and on the new weapons
they need, by 2% to 3% a year,
which can keep the force
structure intact while allowing
for inflation.

But to do that in an era of
tighter budgets, he says, the
Pentagon will have to fund some
of that 2% to 3% increase by
cutting overhead and
unnecessary programs—by not
buying a second brand of engine
for the F-35 fighter jet, for
example, and by finding ways to
curb health costs for military
retirees.

His most recent high-profile
attempt to drive home the
message came in a speech at the
Eisenhower presidential library in
Abilene, Kan., in May. There, he
said of defense spending: “The
gusher has been turned off, and
will stay off for a good period of
time.”

But if the gusher is to be
turned off, Mr. Gates is pleading,
let’s at least be smart about how
it’s done.

[ Capital Journal ]

BY GERALD F. SEIB

Pentagon’s next mission:
cutting back on spending

U.S. Defense Secretary
Robert Gates for two years
has been telling his own
Pentagon, the military
services and Congress to get
ready for the squeeze.

Oil-sands plan tests
U.S-Canada relations

A battle over whether the U.S.
should curb its use of oil produced
from Canada’s oil sands is straining
ties between the countries and
comes amid a wider debate about the
safest and cleanest ways to extract
fossil fuels.

Rep. Henry Waxman (D., Calif.),
chairman of the House energy com-
mittee, this week urged Secretary of
State Hillary Clinton to veto the ex-
pansion of a giant pipeline that
would roughly double the amount of
oil-sands crude Canada ships to the
U.S., calling it a “multi-billion dollar
investment to expand our reliance on
the dirtiest source of transportation
fuel currently available.”

Environmental groups are plan-
ning protests Thursday at the Cana-
dian embassy in Washington, consul-
ates and along the route of the
proposed extension, sections of which
run from Canada to Texas. A spokes-
man for TransCanada Corp., which is
building the pipeline, said the com-
pany disagreed with Mr. Waxman’s
assertions and that the project would
create jobs and revenue for states.

The northeastern part of the Ca-
nadian province of Alberta is home
to a vast deposit of oil sands, also
known as tar sands, that produce a
densely compacted petroleum called
bitumen, which is difficult to extract
and energy-intensive to refine. Envi-
ronmental groups say production of
crude from the sludge can emit
about three times the greenhouse
gas that more conventional opera-
tions do. Oil-sands companies coun-
ter that when emissions from burn-
ing the gasoline refined from the
crude are included, their oil is only
5% to 15% more carbon-intensive.

Mr. Waxman’s statement follows a
similar letter last week signed by 50
members of Congress, and is the latest
volley in a struggle between environ-
mentalists, lawmakers and Canadian
oil producers over the rising amount
of fuel imported from Canada’s oil-
sands reserves. The groups are al-
ready clashing in U.S. courts over ev-
erything from permits to ship or re-
fine oil-sands oil to legislation that
could effectively prevent the federal
government from buying Canadian oil.

The arguments over future

sources of oil for the U.S. are coming
to a head amid furor over the Gulf oil
spill that has raised scrutiny of all
aspects of fuel.

Environmentalists at public hear-
ings over the pipeline project—a
$7 billion extension of TransCanada’s
Keystone line—argued that all oil
projects are getting riskier and need
tighter oversight, as sources of crude
get scarcer and companies go to
greater lengths to procure it.

“The entire project is being viewed
in the context of the ongoing tragedy
in the Gulf Coast,” said Robert Jones,
who oversees the Keystone project,
during a conference call last week.

The extension must be approved
by the State Department. A decision
could come as soon as in the next
month, but Mr. Waxman and others
are asking for a delay until emissions
evaluations are done. A spokes-
woman for the White House Council
on Environmental Quality said Tues-
day that the council was reviewing
the pipeline proposal and working
with the State Department. Other
government agencies will weigh in
on the plan this month.

Attacks on oil-sands production
could complicate relations with Can-
ada, the U.S.’s biggest trading part-
ner, where energy makes up about a
quarter of exports. Canadian execu-
tives and politicians have said if the
U.S. doesn’t take the fuel, nations
like China will. The government of
Alberta last week took out a full-
page ad in the Washington Post de-
fending the oil sands, stating, “A good
neighbour lends you a cup of sugar. A
great neighbour supplies you with

1.4 million barrels of oil per day.”
For years, the processing difficul-

ties made oil from the oil sands too
costly to pursue. That has changed
during the past decade as refining
technology improved and easier-to-
use reserves were tapped out, push-
ing up prices. Most new oil-sands
projects can make money at prices of
around $50 to $60 a barrel, according
to research by BMO Capital Markets.

Oil-sands production in Canada
more than doubled from 2000 levels
to 1.5 million barrels a day last year.
This year, Canada’s oil sands are
poised to become the biggest single
source of imported crude to the U.S.,
and volumes could triple or quadru-
ple during the next 20 years, fore-
casts IHS Cambridge Energy Re-
source Associates, a consultancy.

Environmental groups like the Si-
erra Club are trying to make sure
that doesn’t happen, with lawsuits
aimed at stopping U.S. refineries
from processing the oil and pipelines
from shipping it. The group last
month also sued the Department of
Defense, saying it ignored a section
of the 2007 Energy Independence
and Security Act that prohibits fed-
eral agencies from buying “alterna-
tive or synthetic fuel” unless it pro-
duces the same amount or less
greenhouse gas as conventionally
produced fuel. Oil-industry officials
and the Department of Defense, the
biggest U.S. purchaser of Canadian
crude, argue that the section of the
law doesn’t apply to purchases of
commercially available oil-sands fuel.

—Stephen Power
contributed to this article.

BY PHRED DVORAK
AND EDWARD WELSCH

An excavator loads a truck with oil sands at a Suncor mine near Fort McMurray in Alberta in 2009.

The Suncor oil-sands extraction facility near Fort McMurray last year.
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n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 07/07 GBP 7.52 -8.7 17.2 -3.7
Andfs. Borsa Global GL EQ AND 07/07 EUR 5.92 -9.0 11.9 -14.2
Andfs. Emergents GL EQ AND 07/07 USD 15.53 -10.5 21.5 -8.2
Andfs. Espanya EU EQ AND 07/07 EUR 11.57 -16.8 5.3 -9.5
Andfs. Estats Units US EQ AND 07/07 USD 13.48 -10.3 11.3 -11.9
Andfs. Europa EU EQ AND 07/07 EUR 6.98 -11.0 11.5 -11.0
Andfs. Franca EU EQ AND 07/07 EUR 8.58 -11.9 10.9 -11.6
Andfs. Japo JP EQ AND 07/07 JPY 462.45 -9.5 -1.8 -16.6
Andfs. Plus Dollars US BA AND 07/07 USD 9.18 -2.8 8.3 -4.8
Andfs. RF Dolars US BD AND 07/07 USD 11.65 1.9 8.8 1.4
Andfs. RF Euros EU BD AND 07/07 EUR 10.90 0.7 8.7 1.8
Andorfons EU BD AND 07/07 EUR 14.57 0.5 9.7 1.3
Andorfons Alternative Premium GL EQ AND 05/31 EUR 101.35 2.4 7.4 -6.1
Andorfons Mix 30 EU BA AND 07/07 EUR 9.33 -2.4 11.8 -5.9
Andorfons Mix 60 EU BA AND 07/07 EUR 8.71 -6.0 11.2 -12.3

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 06/30 USD 325005.06 18.4 67.2 17.7

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 07/08 EUR 8.91 0.6 -0.1 -3.2
DJE-Absolut P GL EQ LUX 07/08 EUR 204.60 -0.1 15.9 -4.9
DJE-Alpha Glbl P EU BA LUX 07/08 EUR 170.68 -4.2 9.2 -5.2
DJE-Div& Substanz P EU EQ LUX 07/08 EUR 215.44 0.2 19.5 -0.9
DJE-Gold&Resourc P OT EQ LUX 07/08 EUR 187.60 10.1 39.4 0.6
DJE-Renten Glbl P EU BD LUX 07/08 EUR 135.62 3.9 8.6 6.3
LuxPro-Dragon I AS EQ LUX 07/08 EUR 143.57 -9.1 13.0 9.0
LuxPro-Dragon P AS EQ LUX 07/08 EUR 139.36 -9.4 12.5 8.5
LuxTopic-Aktien Europa EU EQ LUX 07/08 EUR 16.72 -5.6 11.1 1.4
LuxTopic-Pacific AS EQ LUX 07/08 EUR 17.83 8.9 36.3 2.1

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 12/31 USD 350.10 42.6 54.7 6.4
Sel Emerg Mkt Equity GL EQ GGY 12/31 USD 207.66 63.0 73.6 -11.3
Sel Euro Equity EUR OT OT GGY 12/31 EUR 96.29 32.6 27.0 -17.7
Sel European Equity EU EQ GGY 12/31 USD 181.94 42.7 49.9 -16.8
Sel Glob Equity GL EQ GGY 12/31 USD 189.25 35.2 42.1 -15.7
Sel Glob Fxd Inc GL BD GGY 12/31 USD 143.46 11.4 15.8 -1.4
Sel Pacific Equity AS EQ GGY 12/31 USD 143.75 68.5 80.5 -7.1
Sel US Equity US EQ GGY 12/31 USD 123.56 24.0 30.0 -14.2
Sel US Sm Cap Eq US EQ GGY 12/31 USD 168.82 30.1 42.6 -14.8

n HSBC Trinkaus Investment Managers SA
E-Mail: funds@hsbctrinkaus.lu
Telephone: 352 - 47 18471
Prosperity Return Fund A JP BD LUX 07/05 JPY 10029.71 1.1 NS NS
Prosperity Return Fund B EU BD LUX 07/05 JPY 8867.26 -10.3 NS NS
Prosperity Return Fund C EU BD LUX 07/05 USD 90.69 -6.0 NS NS
Prosperity Return Fund D EU BD LUX 07/05 EUR 107.88 10.5 NS NS
Renaissance Hgh Grade Bd A JP BD LUX 07/05 JPY 10037.82 1.4 NS NS
Renaissance Hgh Grade Bd B EU BD LUX 07/05 JPY 8814.06 -10.6 NS NS
Renaissance Hgh Grade Bd C EU BD LUX 07/05 USD 89.54 -6.3 NS NS
Renaissance Hgh Grade Bd D EU BD LUX 07/05 EUR 104.45 7.3 NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 07/07 EUR 20.97 -13.8 -11.1 -36.2
MP-TURKEY.SI OT OT SVN 07/07 EUR 40.85 17.7 58.3 14.8

n PAREX ASSET MANAGEMENT IPAS
Republikas square 2a, Riga, LV-1522, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Eastern Europ Bal OT OT LVA 07/07 EUR 14.32 7.1 23.6 1.6
Parex Eastern Europ Bd EU BD LVA 07/07 USD 16.19 10.6 30.0 7.1
Parex Russian Eq EE EQ LVA 07/07 USD 19.72 1.0 37.4 -19.1

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
Pictet-Agriculture-P EUR GL EQ LUX 07/07 EUR 123.05 0.0 31.7 NS
Pictet-Asian Eq ExJpn-I USD AS EQ LUX 07/08 USD 162.77 -8.5 16.0 -6.8
Pictet-Asian Eq ExJpn-P USD AS EQ LUX 07/08 USD 154.24 -8.9 15.0 -7.6
Pictet-Biotech-P USD OT EQ LUX 07/07 USD 239.83 -16.6 -11.1 -16.3
Pictet-CHF Liquidity-P CH MM LUX 07/07 CHF 124.12 -0.1 0.0 0.3
Pictet-CHF Liquidity-P dy CH MM LUX 07/07 CHF 93.33 -0.1 0.0 0.3

Pictet-Conv. Bonds-P EUR EU BD LUX 07/07 EUR 99.20 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 07/07 USD 115.80 -3.6 20.0 1.4
Pictet-Eastern Europe-P EUR EU EQ LUX 07/07 EUR 342.27 8.8 66.2 -6.3
Pictet-Emerging Markets-P USD GL EQ LUX 07/08 USD 492.60 -9.2 20.7 -10.9
Pictet-Eu Equities Sel-P EUR EU EQ LUX 07/07 EUR 404.91 -2.2 21.4 -6.5
Pictet-EUR Bonds-P EU BD LUX 07/07 EUR 397.42 3.4 5.8 5.9
Pictet-EUR Bonds-Pdy EU BD LUX 07/07 EUR 291.43 3.4 5.8 5.9
Pictet-EUR Corporate Bonds-P EU BD LUX 07/07 EUR 151.32 2.3 10.4 8.4
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 07/07 EUR 102.58 2.3 10.4 8.4
Pictet-EUR High Yield-P EU BD LUX 07/07 EUR 151.26 3.5 28.3 7.2
Pictet-EUR High Yield-Pdy EU BD LUX 07/07 EUR 82.91 3.5 28.3 7.2
Pictet-EUR Liquidity-P EU MM LUX 07/07 EUR 136.07 0.1 0.3 1.3
Pictet-EUR Liquidity-Pdy EU MM LUX 07/07 EUR 96.74 0.1 0.3 1.3
Pictet-EUR Sovereign Liq-P EU MM LUX 07/07 EUR 102.41 0.0 0.1 1.1
Pictet-EUR Sovereign Liq-Pdy EU MM LUX 07/07 EUR 99.92 0.0 0.1 1.1
Pictet-Europe Index-P EUR EU EQ LUX 07/07 EUR 99.95 -2.5 23.0 -4.2
Pictet-European Sust Eq-P EUR EU EQ LUX 07/07 EUR 133.67 -0.8 25.3 -3.5
Pictet-Glo Emerging Debt-P USD GL BD LUX 07/07 USD 253.88 4.1 16.4 12.8
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 07/07 USD 164.88 4.1 16.4 12.8
Pictet-Greater China-P USD AS EQ LUX 07/08 USD 319.22 -10.0 10.5 -2.4
Pictet-Indian Equities-P USD EA EQ LUX 07/08 USD 361.93 -1.0 28.4 8.2
Pictet-Japan Index-P JPY JP EQ LUX 07/08 JPY 8404.59 -7.6 -5.5 -19.5
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 07/08 JPY 4257.69 -5.6 -2.7 -17.9
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 07/08 JPY 7347.94 -7.3 -5.6 -22.2
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 07/08 JPY 7103.49 -7.6 -6.2 -22.7
Pictet-MENA-P USD OT OT LUX 07/07 USD 44.99 0.7 NS NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 07/08 USD 249.74 -12.3 23.0 -6.2
Pictet-Piclife-P CHF CH BA LUX 07/07 CHF 772.56 -3.0 7.0 0.0
Pictet-Premium Brands-P EUR OT EQ LUX 07/07 EUR 74.08 11.7 47.9 11.4
Pictet-Russian Equities-P USD EE EQ LUX 07/07 USD 61.73 -4.4 58.2 -18.8
Pictet-Security-P USD GL EQ LUX 07/07 USD 99.56 -2.6 19.1 2.0
Pictet-Small Cap Europe-P EUR EU EQ LUX 07/07 EUR 473.45 3.7 27.8 -3.1
Pictet-Timber-P USD GL EQ LUX 07/07 USD 99.81 -8.4 30.4 NS
Pictet-USA Index-P USD US EQ LUX 07/07 USD 86.64 -7.4 15.5 -8.5
Pictet-USD Government Bonds-P US BD LUX 07/07 USD 536.29 5.8 6.1 5.9
Pictet-USD Government Bonds-Pdy US BD LUX 07/07 USD 383.46 5.8 6.1 5.9
Pictet-USD Liquidity-P US MM LUX 07/07 USD 131.02 0.0 0.1 0.8
Pictet-USD Liquidity-Pdy US MM LUX 07/07 USD 84.84 0.0 0.1 0.8
Pictet-USD Sovereign Liq-P US MM LUX 07/07 USD 101.57 0.0 0.0 0.8
Pictet-USD Sovereign Liq-Pdy US MM LUX 07/07 USD 100.06 0.0 0.0 0.7
Pictet-Water-P EUR GL EQ LUX 07/07 EUR 133.49 6.1 23.0 1.4
Pictet-World Gvt Bonds-P USD EU BD LUX 07/07 USD 166.67 1.1 3.9 4.3
Pictet-World Gvt Bonds-Pdy USD EU BD LUX 07/07 USD 135.16 1.1 3.9 4.3

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 07/07 USD 13.45 0.0 28.2 5.7
Japan Fund USD JP EQ IRL 07/08 USD 16.41 3.3 4.9 3.4
Polar Healthcare Class I USD OT EQ IRL 07/07 USD 11.86 -8.3 11.9 NS
Polar Healthcare Class R USD OT EQ IRL 07/07 USD 11.81 -8.5 11.3 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 06/11 USD 10.17 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 07/07 USD 147.21 15.6 59.0 8.1

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
ACTION FRANCE A EU EQ IRL 07/07 EUR 648.50 -8.3 18.0 -8.7
CORE EUROZONE EQ B EU EQ IRL 07/07 EUR 779.46 -6.3 20.0 -7.1
EURO FIXED INCOME A EU BD IRL 07/07 EUR 1315.76 5.7 13.1 4.5
EURO FIXED INCOME B EU BD IRL 07/07 EUR 1409.29 6.0 13.8 5.2
EUROPEAN SMALL CAP A EU EQ IRL 07/07 EUR 1240.59 3.3 32.2 -5.4
EUROPEAN SMALL CAP B EU EQ IRL 07/07 EUR 1333.00 3.6 33.0 -4.8
EUROZONE AGG A EUR EU EQ IRL 07/07 EUR 648.24 -1.2 27.3 -5.4
EUROZONE AGG B EUR EU EQ IRL 07/07 EUR 934.47 -0.9 28.1 -4.9
GLB REAL EST SEC A OT EQ IRL 07/07 USD 860.67 -4.0 28.8 -11.4
GLB REAL EST SEC B OT EQ IRL 07/07 USD 890.07 -3.7 29.5 -10.9
GLB REAL EST SEC EH A OT EQ IRL 07/07 EUR 778.23 -3.3 26.4 -11.4
GLB REAL EST SEC SH B OT EQ IRL 07/07 GBP 73.54 -2.9 27.6 -11.5
GLB STRAT YIELD A EU BD IRL 07/07 EUR 1685.34 4.9 24.8 7.7
GLB STRAT YIELD B EU BD IRL 07/07 EUR 1808.96 5.2 25.5 8.3
GLOBAL BOND A EU BD IRL 07/07 EUR 1291.35 16.9 24.6 16.5
GLOBAL BOND B EU BD IRL 07/07 EUR 1379.55 17.2 25.4 17.2
GLOBAL BOND EH A GL BD IRL 07/07 EUR 1471.72 7.0 14.9 7.8
GLOBAL BOND EH B GL BD IRL 07/07 EUR 1566.94 7.3 15.6 8.5
JAPAN EQUITY A JP EQ IRL 07/07 JPY 10726.80 -7.8 -7.8 -18.9
JAPAN EQUITY B JP EQ IRL 07/07 JPY 11468.58 -7.5 -7.2 -18.4
PAC BASIN (X JPN) A AS EQ IRL 07/07 USD 2106.89 -7.8 23.8 0.0
PAC BASIN (X JPN) B AS EQ IRL 07/07 USD 2255.49 -7.6 24.6 0.6
PAN EUROPEAN EQUITY A EU EQ IRL 07/07 EUR 954.15 -0.9 27.5 -5.2
PAN EUROPEAN EQUITY B EU EQ IRL 07/07 EUR 1020.15 -0.6 28.3 -4.7
US EQUITY A US EQ IRL 07/07 USD 825.68 -5.4 21.3 -8.5
US EQUITY B US EQ IRL 07/07 USD 886.74 -5.1 22.0 -7.9
US SMALL CAP EQUITY A US EQ IRL 07/07 USD 1273.68 -1.2 27.9 -6.2
US SMALL CAP EQUITY B US EQ IRL 07/07 USD 1368.74 -0.9 28.6 -5.6

n SEB ASSET MANAGEMENT S.A.
www.seb.se
n SEB Fund 1
Asset Sele C EUR OT OT LUX 07/07 EUR 13.68 -1.4 1.4 7.5

Asset Sele C H-CHF OT OT LUX 07/07 CHF 94.79 -1.5 1.1 NS
Asset Sele C H-GBP OT OT LUX 07/08 GBP 95.35 -1.1 2.0 NS
Asset Sele C H-JPY OT OT LUX 07/07 JPY 9552.71 -1.2 1.5 NS
Asset Sele C H-NOK OT OT LUX 07/07 NOK 110.49 -0.7 2.3 NS
Asset Sele C H-SEK OT OT LUX 07/08 SEK 135.61 -1.5 1.2 7.8
Asset Sele C H-USD OT OT LUX 07/08 USD 95.09 -1.3 1.7 NS
Asset Sele CG-EUR OT OT LUX 07/07 GBP 97.39 -1.6 NS NS
Asset Sele D H-SEK OT OT LUX 07/07 SEK 126.37 -1.5 1.2 NS
Choice Global Value -C- GL EQ LUX 07/08 SEK 72.63 -7.6 11.6 -11.6
Choice Global Value -D- GL EQ LUX 07/08 SEK 67.74 -7.5 11.6 -11.5
Choice Global Value -I- GL EQ LUX 07/08 EUR 6.78 -1.4 28.5 -11.9
Choice Japan Fd -C- JP EQ LUX 07/08 JPY 44.84 -6.5 -8.2 -20.6
Choice Japan Fd -D- JP EQ LUX 07/07 JPY 39.25 -6.5 -8.2 -20.6
Choice Jpn Chance/Risk -C- JP EQ LUX 07/08 JPY 45.76 -12.1 -8.7 -24.1
Choice NthAmChance/Risk -C- US EQ LUX 07/08 USD 3.70 -8.4 14.4 -14.1
Ethical Europe Fd -C- EU EQ LUX 07/08 EUR 1.92 -4.1 20.9 -10.2
Europe Fund -C- EU EQ LUX 07/08 EUR 2.82 -2.7 23.3 -8.8
Europe Fund -D- EU EQ LUX 07/08 EUR 1.51 -2.7 23.3 NS
Europe Index Fund EU EQ LUX 07/08 EUR 3.98 -3.3 22.1 -9.8
Global Chance/Risk Fd -C- GL EQ LUX 07/08 EUR 0.63 3.2 29.0 -3.5
Global Fd -C- GL EQ LUX 07/08 USD 1.97 -9.4 13.1 -13.9
Global Fd -D- GL EQ LUX 07/08 USD 1.22 -9.4 13.1 NS
Nordic Fd -C- NO EQ LUX 07/08 EUR 6.10 NS NS NS

n SEB Fund 2
Choice Asia ex. Japan -C- AS EQ LUX 07/08 USD 7.09 -5.3 17.6 -0.8
Choice Asia ex. Japan -D- AS EQ LUX 07/07 USD 1.23 -5.3 17.6 NS
Currency Alpha EUR -IC- OT OT LUX 07/08 EUR 10.27 -0.3 -2.8 -1.5
Currency Alpha EUR -RC- OT OT LUX 07/08 EUR 10.16 -0.4 -3.2 -1.9
Currency Alpha SEK -ID- OT OT LUX 07/08 SEK 91.73 -0.3 -3.0 -3.6
Currency Alpha SEK -RC- OT OT LUX 07/08 SEK 96.90 -0.4 -3.2 -1.9
Generation Fd 80 -C- OT OT LUX 07/07 SEK 7.84 -1.0 12.9 -1.0
Nordic Focus SH A NO EQ LUX 07/07 EUR 82.96 2.8 39.6 -0.1
Nordic Focus SH B NO EQ LUX 07/08 SEK 85.23 2.8 39.6 -0.1
Nordic Focus SH C NO EQ LUX 07/08 NOK 83.86 2.8 39.6 -0.1
Russia Fd -C- EE EQ LUX 07/08 EUR 9.50 6.0 67.0 -8.0

n SEB Fund 3
Ethical Glbl Index Fd -D- GL EQ LUX 07/07 USD 0.71 -13.2 12.0 -11.9
Ethical Glbl lndex Fd -C- GL EQ LUX 07/08 USD 0.75 NS NS NS
Ethical Sweden Fd -D- NO EQ LUX 07/07 SEK 43.95 6.5 31.7 12.5
Index Linked Bd Fd SEK -D- OT BD LUX 07/07 SEK 13.17 2.4 5.4 4.2
Medical Fd -D- OT EQ LUX 07/07 USD 3.02 -9.4 9.7 -6.1
Short Medium Bd Fd SEK -D- NO MM LUX 07/08 SEK 8.56 -0.1 0.0 1.1
Technology Fd -C- OT EQ LUX 07/08 USD 0.20 -8.1 17.3 NS
Technology Fd -D- OT EQ LUX 07/08 USD 2.38 -8.1 17.3 -2.7
U.S. Index Fd -C- US EQ LUX 07/07 USD 1.68 -8.3 15.4 -10.0
U.S. Index Fd -D- US EQ LUX 07/07 USD 1.66 -9.1 14.3 -10.5
World Fd -C- NO BA LUX 07/07 USD 27.21 -4.4 19.3 NS
World Fd -D- NO BA LUX 07/07 USD 2.03 -6.1 17.2 -7.6

n SEB Fund 4
Short Bond Fd EUR -C- EU MM LUX 07/08 EUR 1.27 -0.1 -0.2 0.2
Short Bond Fd EUR -D- EU MM LUX 07/08 EUR 0.49 -1.3 -1.4 NS
Short Bond Fd SEK -C- NO MM LUX 07/07 SEK 21.96 0.0 0.3 1.3
Short Bond Fd SEK HNWC NO MM LUX 07/08 SEK 11.11 0.2 NS NS
Short Bond Fd SEK HNWD NO MM LUX 07/07 SEK 9.95 -1.9 NS NS
Short Bond Fd USD -C- US MM LUX 07/08 USD 2.48 -0.3 -0.6 0.0

n SEB Fund 5
Bond Fd SEK -C- NO BD LUX 07/08 SEK 43.96 2.6 4.3 8.0
Bond Fd SEK -D- NO BD LUX 07/08 SEK 12.31 -1.0 0.6 6.1
Bond Fd SEK HNWD NO BD LUX 07/07 SEK 8.94 2.8 NS NS
Corp. Bond Fd EUR -C- EU BD LUX 07/08 EUR 1.31 3.1 12.1 6.0
Corp. Bond Fd EUR -D- EU BD LUX 07/08 EUR 0.97 3.2 12.5 6.0
Corp. Bond Fd SEK -C- NO BD LUX 07/08 SEK 13.12 4.5 14.4 4.7
Corp. Bond Fd SEK -D- NO BD LUX 07/07 SEK 9.57 4.5 14.4 4.7
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 07/08 EUR 106.63 6.6 9.3 7.5
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 07/07 EUR 115.91 6.4 8.8 9.6
Flexible Bond Fd -C- NO BD LUX 07/07 SEK 21.32 -0.1 0.1 3.3
Flexible Bond Fd -D- NO BD LUX 07/08 SEK 11.32 -0.1 0.1 3.3

n SEB Sicav 1
Choice Emerging Mkts Fd -C- GL EQ LUX 07/07 USD 2.44 -8.6 20.3 -6.2
Eastern Europe exRussia Fd -C- EE EQ LUX 07/07 EUR 2.57 NS NS NS

n SEB Sicav 2
Choice Asia SmCap exJpn -C- AS EQ LUX 07/07 SEK 31.14 -3.2 17.9 12.8
Eastern Europe SmCap Fd -C- EU EQ LUX 07/07 EUR 2.91 NS NS NS
Europe Chance/Risk Fd -C- EU EQ LUX 07/08 EUR 1039.35 -1.8 24.1 -10.8
Listed Private Equity -C- OT OT LUX 07/08 EUR 137.53 4.5 43.2 NS
Listed Private Equity -IC- OT OT LUX 07/07 EUR 81.96 7.7 54.3 NS
Listed Private Equity -ID- OT OT LUX 07/08 EUR 80.09 7.5 53.7 NS
Nordic Small Cap -C- NO EQ LUX 07/08 EUR 135.52 -0.1 42.7 NS
Nordic Small Cap -IC- NO EQ LUX 07/08 EUR 136.29 0.2 43.5 NS

n SEB Sicav 3
Asset Sele Defensive EUR -C- OT OT LUX 07/07 EUR 98.12 -1.7 -0.8 NS
Asset Sele Defensive GBP -D- OT OT LUX 07/07 GBP 97.39 -1.6 NS NS
Asset Sele Defensive SEK -A- OT OT LUX 07/08 SEK 76.57 -1.6 -0.5 -14.2
Asset Sele Defensive SEK -C- OT OT LUX 07/08 SEK 97.57 -1.6 -0.9 NS
Asset Sele Defensive SEK -D- OT OT LUX 07/08 SEK 68.49 -1.6 -0.5 -14.2
Asset Sele Defensive USD -C- OT OT LUX 07/08 USD 98.91 -1.5 -0.7 NS
Asset Sele Opp C EUR OT OT LUX 07/08 EUR 94.50 -2.6 NS NS
Asset Sele Opp C H NOK OT OT LUX 07/08 NOK 98.13 -2.0 2.9 NS
Asset Sele Opp C H SEK OT OT LUX 07/07 SEK 98.06 -2.8 1.5 NS
Asset Sele Opp D GBP OT OT LUX 07/08 GBP 92.05 -2.2 NS NS
Asset Sele Opp IC EUR OT OT LUX 07/08 EUR 97.20 -2.6 2.0 NS
Asset Sele Opp ID H GBP OT OT LUX 07/07 GBP 99.53 -2.1 2.7 NS
Asset Sele Opp ID H SEK OT OT LUX 07/08 SEK 96.67 -2.8 1.5 NS

Asset Sele Original C EUR EU BA LUX 07/08 EUR 99.14 -1.2 1.1 NS
Asset Sele Original D GBP EU BA LUX 07/07 GBP 100.93 -0.9 1.8 NS
Asset Sele Original ID GBP EU BA LUX 07/07 GBP 100.55 -0.9 1.5 NS

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A EU BD LUX 07/07 EUR 31.22 5.3 11.5 2.0
Bonds Eur Corp A EU BD LUX 07/06 EUR 23.28 0.8 5.5 4.3
Bonds Eur Hi Yld A EU BD LUX 07/06 EUR 21.19 2.9 23.0 5.3
Bonds EURO A EU BD LUX 07/06 EUR 42.13 2.6 4.6 7.2
Bonds Europe A EU BD LUX 07/07 EUR 40.50 3.6 5.4 7.0
Bonds US MtgBkSec A US BD LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A GL BD LUX 07/06 USD 42.30 0.7 5.2 4.3
Eq. AsiaPac Dual Strategies A AS EQ LUX 07/07 USD 9.22 -11.6 16.0 -5.8
Eq. China A AS EQ LUX 07/07 USD 20.85 -13.6 5.7 -2.3
Eq. Concentrated Euroland A EU EQ LUX 07/07 EUR 82.54 -11.2 6.4 -13.5
Eq. ConcentratedEuropeA EU EQ LUX 07/07 EUR 26.28 -2.7 19.2 -8.4
Eq. Emerging Europe A EU EQ LUX 07/06 EUR 25.35 7.6 57.0 -14.8
Eq. Equities Global Energy OT EQ LUX 07/07 USD 15.11 -16.7 6.0 -25.8
Eq. Euroland A EU EQ LUX 07/06 EUR 9.76 -9.9 10.3 -12.9
Eq. Euroland MidCapA EU EQ LUX 04/30 EUR 14.61 1.4 -45.7 -33.8
Eq. Euroland Small Cap A EU EQ LUX 07/06 EUR 138.99 -1.5 22.9 -5.2
Eq. EurolandCyclclsA OT EQ LUX 07/06 EUR 17.56 -1.3 21.5 -6.3
Eq. EurolandFinancialA OT EQ LUX 07/07 EUR 9.65 -14.7 8.2 -15.0
Eq. Glbl Emg Cty A GL EQ LUX 07/06 USD 8.27 -14.5 5.1 -14.1
Eq. Global A GL EQ LUX 07/07 USD 25.65 -7.9 17.2 -9.5
Eq. Global Resources A GL EQ LUX 07/07 USD 103.33 -5.4 27.8 -15.2
Eq. Gold Mines A OT EQ LUX 07/07 USD 32.02 5.7 36.1 4.6
Eq. India A EA EQ LUX 07/07 USD 128.95 -1.4 25.3 8.8
Eq. Japan CoreAlpha A JP EQ LUX 07/07 JPY 7103.27 -2.1 -6.4 -10.6
Eq. Japan Sm Cap A JP EQ LUX 07/07 JPY 1016.50 -4.9 -5.4 -12.3
Eq. Japan Target A JP EQ LUX 07/07 JPY 1617.67 -1.2 -9.4 -8.8
Eq. Latin America A GL EQ LUX 07/06 USD 105.48 -9.3 31.0 -11.6
Eq. US ConcenCore A US EQ LUX 07/06 USD 20.45 -9.5 12.6 -6.0
Eq. US Focused A US EQ LUX 07/07 USD 14.71 -7.3 15.1 -18.1
Eq. US Lg Cap Gr A US EQ LUX 07/06 USD 13.49 -11.5 8.9 -15.4
Eq. US Mid Cap A US EQ LUX 07/06 USD 28.91 -3.3 26.4 -7.7
Eq. US Multi Strg A US EQ LUX 07/07 USD 20.02 -5.9 19.5 -11.6
Eq. US Rel Val A US EQ LUX 07/07 USD 19.14 -7.1 19.6 -10.2
Eq. US Sm Cap Val A US EQ LUX 07/07 USD 14.93 -6.4 19.2 -14.2
Money Market EURO A EU MM LUX 07/06 EUR 27.44 0.2 0.4 1.6
Money Market USD A US MM LUX 07/06 USD 15.85 0.1 0.2 0.9

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT ARE 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 07/01 AED 4.58 -14.0 -14.5 -38.5

n YUKI INTERNATIONAL LIMITED
Tel +44-207-269-0203 www.yukifunds.com
n YMR-N Series
YMR-N Growth Fund JP EQ IRL 07/08 JPY 8587.00 -9.2 0.5 -19.4
YMR-N Small Cap Fund JP EQ IRL 07/08 JPY 6368.00 -9.2 -6.1 -16.7

n Yuki 77 Series
Yuki 77 General JP EQ IRL 07/08 JPY 5367.00 -12.7 -10.6 -23.9

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 07/08 JPY 6158.00 -9.8 -3.4 -19.5
Yuki Chugoku JpnLowP JP EQ IRL 07/08 JPY 7454.00 -1.2 -7.0 -17.5

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 07/08 JPY 4120.00 -11.8 -6.3 -25.0
Yuki Hokuyo Jpn Inc JP EQ IRL 07/08 JPY 4920.00 -6.3 -4.6 -19.7
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 07/08 JPY 4623.00 -9.4 -7.4 -16.4

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III JP EQ IRL 07/08 JPY 3901.00 -11.7 -5.5 -26.6
Yuki Mizuho Jpn Dyn Gro JP EQ IRL 07/08 JPY 4169.00 -10.6 -5.7 -26.7
Yuki Mizuho Jpn Exc 100 JP EQ IRL 07/08 JPY 6113.00 -12.3 -2.5 -22.1
Yuki Mizuho Jpn Gen JP EQ IRL 07/08 JPY 7888.00 -8.4 -2.5 -19.4
Yuki Mizuho Jpn Gro JP EQ IRL 07/08 JPY 5779.00 -9.1 -6.8 -21.3
Yuki Mizuho Jpn Inc JP EQ IRL 07/08 JPY 7284.00 -4.6 -2.3 -21.0
Yuki Mizuho Jpn Lg Cap JP EQ IRL 07/08 JPY 4634.00 -10.7 -4.3 -21.5
Yuki Mizuho Jpn LowP JP EQ IRL 07/08 JPY 10999.00 -4.9 -5.6 -14.5
Yuki Mizuho Jpn PGth JP EQ IRL 07/08 JPY 6958.00 -12.6 -9.1 -24.3
Yuki Mizuho Jpn SmCp JP EQ IRL 07/08 JPY 6659.00 -6.7 -2.5 -14.7
Yuki Mizuho Jpn Val Sel AS EQ IRL 07/08 JPY 5263.00 -6.8 -4.8 -18.1
Yuki Mizuho Jpn YoungCo AS EQ IRL 07/08 JPY 2457.00 -9.9 -12.4 -22.7

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 07/08 JPY 4971.00 -8.3 -2.7 -20.4

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 07/02 USD 680.84 -4.1 66.5 -37.4
Meriden Opps Fund GL OT AND 06/30 EUR 46.95 -21.7 -39.1 -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 WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR Cls H GL OT CYM 05/31 EUR 987.58 6.4 8.4 NS
Winton Evolution GBP Cls G GL OT CYM 05/31 GBP 995.29 6.7 9.0 NS
Winton Evolution USD Cls F GL OT CYM 05/31 USD 1252.64 6.4 8.7 0.1
Winton Futures EUR Cls C GL OT VGB 05/31 EUR 207.14 6.7 9.1 2.3
Winton Futures GBP Cls D GL OT VGB 05/31 GBP 224.13 6.7 9.5 2.8
Winton Futures JPY Cls E GL OT VGB 05/31 JPY 14650.41 8.2 10.3 1.3
Winton Futures USD Cls B GL OT VGB 05/31 USD 736.23 6.8 9.5 2.1

INDICES
NAV ——————%RETURN ——————

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

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

ARIX Composite Gross USD OT OT GBR 06/30.00 USD1408.74 7.4 -12.7 -6.5
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BOJ targets growth areas for loans
New program aims to reverse declining bank lending and help boost small-business activity in 18 business sectors

TOKYO—The Bank of Japan is
straying into uncommon territory
with a new lending facility that en-
courages banks to provide loans to
targeted growth sectors.

The central bank program is
aimed at reversing declining bank
lending and helping boost activity in
the corporate sector and in the
economy as a whole. Three of Ja-
pan’s largest banks said Thursday
they will tap funds from the new
BOJ facility, announced by the cen-
tral bank in June.

The central bank said it will
make a total of three trillion yen
($34.19 billion) available to banks at
a 0.1% interest rate.

Under the program, private
banks will have to explain to the BOJ
how they will extend loans. Appli-
cants are expected to lend to smaller
companies in 18 growth sectors, in-
cluding environment-related busi-
nesses and child-care services, and
will be able to keep the funds for up
to four years.

Japanese banks, still wary of loans
that can sour in the current economic
climate, have been cautious about
lending to companies. But corporate
demand for funds also has been slug-
gish because of a gloomy outlook.
BOJ data released Thursday showed
lending by Japanese banks, excluding
smaller credit unions, dropped 2.1%
from a year earlier in June, the sev-
enth straight month of decline.

The central bank hopes the new
plan will encourage lending to key
corporate sectors.

Analysts have said that the loan
program isn’t likely to give much of
a lift to the overall economy—the

three trillion yen on offer is a frac-
tion of the around 400 trillion yen of
outstanding loans held by Japanese
banks—but that it could help
smaller firms that need funds to ex-
pand their businesses.

Taking advantage of the BOJ’s
new facility, Mitsubishi UFJ Finan-
cial Group Inc’s. banking unit said
Thursday it plans to launch a fund
this month to extend loans to com-
panies in growth sectors. Borrowers
can receive from 10 million yen up
to a maximum of five billion to 10
billion yen for terms of up to four
years, the bank said in a statement.
The fund is valued at 150 billion yen,
the maximum amount a single bank
can take out of the BOJ facility.

Sumitomo Mitsui Banking Corp.
also said it will borrow 150 billion
yen to set up two core funds of 50
billion yen each this month. One will
lend to environment-related busi-

nesses and the other to companies
that plan to expand or start opera-
tions in China.

For the fund supporting environ-
ment-related businesses, each bor-
rower can receive between 300 mil-
lion yen and five billion yen, while
there is no explicit loan limit for the
China-related fund, the bank said.

The remaining 50 billion yen will
go to small funds the bank plans to
create, according to the bank’s unit,
Sumitomo Mitsui Financial Group
Inc.

Mizuho Financial Group Inc.
said its retail banking unit, Mizuho

Bank, plans to launch a fund of as
much as 150 billion yen for busi-
nesses in growth sectors such as en-
vironment and resources companies,
and medical and health-care busi-
nesses. It plans to lend between 100
million yen and 10 billion yen, for
terms of up to seven years.

Although Japan’s economy recov-
ered strongly in the early months of
the year, worries about a global eco-
nomic slowdown and a stronger yen
that hurts exports have made com-
panies less confident about the out-
look.

Thursday’s data showed that one

key gauge of future capital invest-
ment trends, core machinery orders,
fell 9.1% month-to-month in May, the
sharpest drop since August 2008.

But a BOJ report on regional
economies released the same day in-
dicated central bank officials don’t
feel the country is due for a deceler-
ation.

Eight out of nine regions up-
graded their economic assessments
from the previous assessments in
April, the central bank said in its
July quarterly regional economic re-
port, released Thursday at the BOJ
branch managers’ meeting.

BY ATSUKO FUKASE

The Bank of Japan headquarters in Tokyo, which plans to make available $34.19 billion in loans at a special rate.
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High-stakes weekend vote for Kan
TOKYO—The ruling Democratic

Party of Japan faces an uphill battle
to secure its long-sought parliamen-
tary majority in Sunday’s national
elections. Failure to do so would
hamper the government’s ability to
pursue its agenda, as coalition part-
ners stall proposals to raise taxes
and reduce massive government
debts.

A weak performance could even
threaten Prime Minister Naoto Kan’s
hold on power, just over a month af-
ter he took office when his prede-
cessor was forced to quit nine
months into his term. A strong per-
formance, however, could bolster
Mr. Kan’s chances of staying in
charge through the next scheduled
elections in 2013, giving him
power—and time—to implement his
policies.

A total of 438 candidates are
competing in Sunday’s elections,
where half the 242 seats in Japan’s
upper house are up for grabs. To se-
cure a majority, the DPJ and its cur-
rent coalition partner need to win at
least 57 of the 121 contested seats.
Mr. Kan’s goal is to defend the DPJ’s
existing 54 seats.

Hurt by the performance of the
predecessor, Yukio Hatoyama, and
his own insistence on a big tax in-
crease, Mr. Kan has struggled to
garner popular support for his party
in recent weeks. Polls this week
show approval ratings for his cabi-

net falling to about 40% from
around 60% soon after his appoint-
ment on June 8.

That is a sharp contrast from the
last time the DPJ faced voters, when
the party scored a landslide victory
and rose to power last August, as
Japanese voters backed a transfer in
power for the first time after half a
century of one-party rule.

“What we are asking you to do in
this election is to decide whether
you want to keep pushing the clock
forward and allow us to re-energize
Japan,” Mr. Kan said in a campaign
speech in Kumamoto in southern Ja-
pan last weekend, hoping to remind
voters why they first embraced the
DPJ. “Or would you already give up
on the DPJ and let the clock slip
backward?”

Upper-house votes in Japan are
similar to the midterm elections in
the U.S. in significance. The DPJ will
remain the ruling party regardless
of Sunday’s outcome—it has a huge
majority in the more-powerful lower
house, thanks to its victory last
year. But to tighten his grip on
power and to realize his policy
goals, Mr. Kan needs to increase his
party’s presence in the upper house,
which is needed to pass some—but
not all—legislation.

Some polls have suggested the
DPJ could lose several seats, result-
ing in the loss of the laser-thin ma-
jority that the party and its small
coalition partner currently enjoy.

A poll conducted by Kyodo News

this week showed the DPJ could win
fewer than 50 seats. The Mainichi
Shimbun daily, meanwhile, predicted
on Monday a range of 49 to 59 seats
for the DPJ, saying Mr. Kan’s goal
may be achievable.

The results could have important
policy implications. A major win
would give the DPJ a free hand to
pursue its agenda, allowing Mr. Kan
to lay the groundwork for an in-
crease in the national sales tax as a
way to tackle Japan’s mounting gov-
ernment debts.

If the DPJ loses five or more
seats Sunday, the talk in Tokyo
could focus on Mr. Kan. “If the DPJ
falls below 50 seats, Mr. Kan might
face trouble,” said Yasunori Sone, a
political-science professor at Keio
University. “Anti-Kan forces within
the party could start making
noises.”

Should the DPJ fall short of a
majority, the need to find coalition
partners could have a big impact on
policies, as the party saw during its
first months in office.

The alliance with the left-leaning
Social Democratic Party of Japan
was a factor in Mr. Hatoyama’s in-
sistence on trying to move an Amer-
ican military base off the southern
island of Okinawa. His breaking of
that pledge led the SDPJ to leave
the government, one reason he cited
for his sudden resignation in June.

The tie-up with the other coali-
tion partner, the People’s New Party,
drove the DPJ to embrace the PNP’s

primary cause of reversing the
privatization of Japan Post, the
postal and financial-services giant, a
position sharply criticized by finan-
cial-services companies in Japan
and abroad. Without the PNP, Mr.
Kan might change the government’s
current stance on Japan Post—a
shift that would win cheers from the
U.S. and Japan’s bankers.

Under perhaps the most-likely
scenario for Sunday’s vote—in
which the DPJ loses several seats—
the ruling party might be forced to
find new coalition partners and
make policy compromises. For ex-
ample, Your Party, a start-up making
waves with its small-government
platform, is a possible partner, po-
litical experts say. But it opposes
the sales-tax increase.

New Komeito, another possible
partner that emphasizes populist
policies, might block steps consid-
ered painful for lower-income earn-
ers, such as curtailing subsidies paid
to families and farmers.

As it looks for new partners, the
DPJ may also decide to drop the
PNP, as being too small.

A growing difference between
Mr. Kan and PNP head Shizuka
Kamei has been exposed recently,
fueling the speculation of the PNP’s
departure. “Debating a tax hike
when our households are so shaky,”
Mr. Kamei told Mr. Kan and other
party heads at a televised debate
last weekend, “is like building a
sand castle.”

BY YUKA HAYASHI

WORLD NEWS

Low lending
Total lending by Japanese banks,
change from previous year

* Excludes credit unions
Source: Bank of Japan
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Japanese data
show recovery
is losing steam

TOKYO—Fresh signs that Japan’s
economic recovery may be losing
momentum emerged Thursday, as a
gauge of future business investment
fell, the broadest measure of the
country’s trade slipped, bank lend-
ing continued to decline and worker
sentiment deteriorated.

The results highlight how Japan,
which relies on exports to fuel its
growth, remains vulnerable to a
slowdown in the global economy.
The apparent cooling of Japan’s re-
covery, moreover, could hurt Prime
Minister Naoto Kan and his ruling
Democratic Party of Japan in Sun-
day’s upper house election.

Core machinery orders fell 9.1%
in May from the month before, the
sharpest drop since August 2008,
the Cabinet Office said Thursday.
That was the first fall in this leading
indicator of capital spending in
three months, and came after orders
rose 4% in April.

Separate data released Thursday
by the Ministry of Finance showed
that Japan’s current-account surplus
fell 8.1% to 1.205 trillion yen ($13.7
billion) in May from the year-earlier
month, as export growth slowed due
in part to the fading effects of eco-
nomic-stimulus measures overseas.

Exports rose at their slowest
pace in five months.

BY ANDREW MONAHAN
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Stock rebound continues
European banks climb on stress-test bets; Dow gains 1.2%

Stocks in both Europe and the
U.S. rose for a third day, extending
the week’s solid rally.

European stocks gained as hope
regarding stress tests for banks
boosted beaten-down lenders. News
about U.S. employment and sales at
some retailers helped the Dow
Jones Industrial Average.

The Committee of European
Banking Supervisors hasn’t offered
extensive details about the stress
tests, but 91 banks are being exam-
ined and results are due on July 23.
Investors hope the tests restore
confidence in the banking system,
as tests of U.S. banks did in 2009.

The pan-European Stoxx 600 in-
dex ended up 1.0% at 248.60, mark-
ing a third straight day of gains. The
U.K.’s FTSE 100 closed up 1.8% at
5105.45, Germany’s DAX gained 0.7%
to 6035.66 and France’s CAC-40
closed up 1.6% at 3538.25.

ING Groep rose 4% and BNP
Paribas and Deutsche Bank each
gained 3.3%. National Bank of

Greece added 5.5%, while Lloyds
Banking Group jumped 4.3%.

A range of positive news regard-
ing the economy contributed to the
gains. Jean-Claude Trichet, presi-
dent of the European Central Bank,
struck a somewhat optimistic tone
at a press conference after the bank
announced that it is keeping inter-
est rates on hold.

Although investors have worried
about a potential double-dip reces-
sion, signs that one is emerging are
“not at all what we are observing at
this stage,” Mr. Trichet said. The
Bank of England also kept rates
steady.

German industrial production
rose by 2.6% month-on-month in
May, after increasing 1.2% in April.
U.K. industrial output was stronger
than expected. In the U.S., initial
claims for unemployment benefits
fell by 21,000 to 454,000 in the
week ended July 3.

Wall Street rose following the
data, building on the huge gains
seen on Wednesday. The Dow rose
1.2%, or 120.71 points, to 10138.99.

In late afternoon, warehouse re-
tailer Costco Wholesale was up
2.1% after reporting a 2.1% gain in
sales at stores open at least a year.

The euro and pound rose as
stocks rose and confidence mounted
about the global economy. Late
Thursday afternoon in New York,
the euro was at $1.2692, compared
with $1.2700 earlier and $1.2642
late on Wednesday. Sterling failed to
hold on to its early gains, falling to
$1.5163 from $1.5191.

Gold for July delivery on the
Comex division of the New York
Mercantile Exchange closed down
$2.80 per ounce, or 0.2%, at
$1,195.80. Oil for August delivery
rose $1.37, or 1.9%, to $75.44 on
Nymex.

In major market action: French
oil giant Total rose 2.2% after an
upgrade to “buy” from “neutral” by
UBS.

Shares of Danish shipping group
A.P. Moller-Maersk jumped 3.7% af-
ter it lifted its profit outlook.

—Sarah Turner contributed
to this article.

BY ANDREA TRYPHONIDES

Temasek net profit drops 26%
Singapore’s state-owned invest-

ment firm Temasek Holdings Pte.
Ltd. said it posted a 26% drop in net
profit for the year ended March 31
as a result of weaker contributions
from its portfolio companies, even
as its portfolio rose 43% in value.

The divergence between profit
and portfolio performance shows
that although the share prices of
many companies owned by Temasek
did well as global capital chased re-
turns in emerging markets, many
had trouble making money in a
tougher business environment. Fuel
costs were higher, while interna-
tional trade weakened.

Temasek owns controlling stakes
in some of Singapore’s biggest cor-
porations, including Singapore Air-
lines Ltd., shipping company Nep-
tune Orient Lines Ltd. and PSA
International Pte. Ltd., the world’s
biggest operator of port facilities. It

also owns significant chunks of
other Asian companies. These in-
clude two of China’s biggest banks,
the telecommunications conglomer-
ate Shin Corp. and an Indian tele-
com operator.

The investment company also is
the biggest shareholder in the U.K.-
based Standard Chartered PLC,
with an 18% stake.

Chief Financial Officer Leong
Wai Leng said some portfolio com-
panies, including Neptune Orient
and Singapore Airlines, were “se-
verely impacted” by the world eco-
nomic crisis.

Temasek said its net fell to S$4.6
billion (US$3.3 billion) from S$6.2
billion the previous year. Its portfo-
lio stood at S$186 billion as of
March 31, nudging just above the
S$185 billion it was valued at two
years earlier, after rebounding from
huge losses in 2008 and early 2009.

A sharp rise in global markets
during the second quarter last year
accounted for most of the recovery.
Of the S$56 billion growth in the
portfolio’s value last year, S$42 bil-

lion occurred in the four months to
July 31, 2009.

Neptune Orient illustrates the
split between profit and share price.
The shipping firm, which is 66%-
owned by Temasek, lost money for
all of 2009 and in the quarter ended
March due to a downturn in Asian
exports. Yet in the 12 months to
March 31, the company’s stock was
up nearly 72% to S$2.01.

Over the year to March 31, Te-
masek made a net S$4 billion of
new investments, much of it in en-
ergy and resources, where it contin-
ues to direct money. In May and
June, it invested more than US$600
million in U.S. natural-gas company
Chesapeake Energy Corp. Energy
and resources now account for
about 7% of the company’s invest-
ments, up from 5% a year earlier.

Temasek warned that although
the risks of a global economic melt-
down have shrunk, “recovery re-
mains fragile” and the European
debt crisis is a reminder of struc-
tural imbalances that could threaten
stability.

By Peter Stein, Costas Paris
and P.R. Venkat

Man Group sets sights
on China; assets fall

LONDON—Man Group PLC could
be selling products to investors in
mainland China within a few years,
if lobbying efforts pay off, Chief Ex-
ecutive Peter Clarke said, as the
hedge-fund giant reported that as-
sets under management fell 2.3% in
the first quarter of its 2011 fiscal
year.

As falling markets prompted in-
vestors to withdraw money, funds
under management dropped to
about $38.5 billion, as of June 30,
from $39.4 billion on March 31.

Speaking at the company’s an-
nual general meeting, Mr. Clarke
said Man Group is looking to sign on
Chinese state-run institutions as cli-
ents but hopes to eventually get au-
thorization to sell hedge-fund prod-
ucts to private investors, building
on its success in other parts of Asia.

Mr. Clarke said he anticipates
Man Group would be regulated by
China’s central bank if it were to re-

ceive authorization, something he
said he considers possible in as few
as three years.

The company is in the midst of a
takeover of rival hedge-fund group
GLG Partners Inc. that will lift its
assets to roughly $63 billion, part of
its strategy of diversifying its reve-
nue away from its AHL trading pro-
gram, which has about $21.2 billion
under management and uses com-
puter models to make automated
trades in more than 150 futures
markets world-wide.

Man Group said it registered
$600 million in net outflows from
private investors in the first quarter,
and a $400 million net outflow from
institutions.

Man Group said AHL’s perform-
ance in the latest quarter “was mod-
estly positive,” generating a return
of 0.9%.

Analysts and Man executives say
they expect fund sales to remain
muted until AHL turns in a sus-
tained period of strong perform-
ance.

BY MARGOT PATRICK
AND PATRICIA KOWSMANN




