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Why children suddenly like
eating onions. Cue Shrek, the
ogre with many marketing
layers. Page 33

Editorial
& Opinion

The high cost of pinching
defense pennies. Page 13

Central banks
are warned over
high debt levels

BASEL, Switzerland—The
Bank for International Settle-
ments delivered a stern mes-
sage to central banks and gov-
ernments that keeping
interest rates low for too
long, or failing to act quickly
to cut budget deficits, could
sow the seeds for the next cri-
sis.

“The time has come to ask
when and how these powerful
measures can be phased out,”
the BIS said in its annual re-
port, referring to massive fis-
cal and monetary stimulus
measures initiated to lift
economies out of recession.

The warning amounts to a
direct challenge to the Euro-
pean Central Bank and U.S.
Federal Reserve, the world’s
dominant central banks, both
of which have held their main
lending rates at record lows
for more that a year. Neither

central bank is expected to
begin raising rates until well
into 2011 due to continued
pressures in the financial sys-
tem.

The BIS applauded central
banks for cutting rates in re-
sponse to in response to the
financial crisis, but cautioned
that waiting too long to re-
turn to normal monetary pol-
icy could impose further dam-
age on the global economy.
“Keeping interest rates very
low comes at a cost—a cost
that is growing with time,”
the BIS said. “Experience
teaches us that prolonged pe-
riods of unusually low rates
cloud assessments of financial
risks, induce a search for yield
and delay balance-sheet ad-
justments.” BIS said.

Central banks aren’t bound
by the recommendations of
the BIS. Yet the Basel-based
organization’s stature as the
“central bank for central

banks”—a reference to the
role it plays handling transac-
tions for central banks—gives
it an important voice on mat-
ters related to monetary pol-
icy. The annual report was is-
sued to central bankers from
around the world, including
Fed Chairman Ben Bernanke
and ECB President Jean-
Claude Trichet, who gathered
for the BIS’s two-day annual
meeting that ended Monday.

By keeping short-term
rates low, central banks give
financial institutions the op-
portunity to generate income
by borrowing at low rates and
buying higher-yielding long-
term assets. That, in turn,

Please turn to page 4

BY BRIAN BLACKSTONE

No. 1 seed Serena Williams of the U.S. jumps for joy after defeating Russia’s Maria Sharapova, the
16th seed, 7-6, 6-4 in the fourth round at Wimbledon on Monday. Her sister, Venus, the second seed,
also progressed, with a 6-4, 7-6 win over Jarmila Groth of Australia. Get updates at WSJ.com/sport

Serena Williams in top form at Wimbledon

Agence France-Presse/Getty Images

U.S. charges eleven
as Russian spies

WASHINGTON—U.S. au-
thorities charged 11 people
late Monday with being part
of a Russian spy program.

The Federal Bureau of In-
vestigation alleged the Rus-
sian intelligence service
known as the SVR provided
extensive training, including
in foreign languages and the
use of codes and ciphers, to
the alleged agents before dis-
patching them to the U.S. over
the past decade.

Once inside the U.S., the
alleged agents took on aliases
and “deep cover” assignments
to become Americanized in
order to gather and provide
information about the U.S.
and possibly recruit sources
inside American “policy-mak-
ing circles,” an FBI affidavit
filed in New York federal
court alleged. The case grew
from a FBI probe of Russian
espionage capabilities since
the break-up of the former
Soviet Union.

Latest updates at WSJ.com

� Euro-zone recovery shows
signs of slack ............................... 4

� Weak euro softens Ireland’s
austerity measures ..................5

� ECB tries to wean banks off
liquidity support ........................19

BY EVAN PEREZ

50 million reasons to believe
this is only the beginning.
Beyond the PC: The Intel® Atom™ processor has brought intelligence and
connectivity to 50 million netbooks—and counting. It’s the start of smarter
devices everywhere. Learn more at intel.com/inside.
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Car sales appear to be stuck in neutral
If America’s economic recovery is

gathering strength, someone forgot
to tell the nation’s drivers.

Light-vehicle-sales figures for
June will be announced Thursday.
J.D. Power & Associates expects
these to translate to a seasonally ad-
justed annual rate, or SAAR, of 10.9
million units. That would be 13% up
on last June, but still a dismal figure
for a supposed year of recovery.

A weak June would be even
worse than J.D. Power’s headline es-
timate suggests. Of that 10.9 million
figure, 21.1% is expected to consist of
lower-value fleet sales to rental com-
panies, above the long-term average
of 17.7%. This would mean another
month where annualized retail sales
came in below nine million units. In
comparison, retail SAAR for June
2007 was 12.9 million.

The question is whether the U.S.
consumer will switch into higher
gear in the second half of the year.

Cars are big-ticket purchases that

correlate relatively closely with em-
ployment and house prices, says
Chris Ceraso of Credit Suisse. Since
the start of 1980, monthly vehicle
sales have generally been lower
when the unemployment rate is high,
with an inverse correlation of 56%.

Meanwhile, since 1991, the year-on-
year change in the Federal Housing
Finance Agency’s house-price index
has had a positive correlation of 60%
with vehicle sales.

Correlation doesn’t necessarily
imply causation. But intuitively, driv-
ers surely factor their income and
wealth into making a decision to buy
a new car. After all, a basic Ford Fu-
sion costs about $20,000 new, equiv-
alent to 40% of median household
annual income in 2008.

Neither the labor nor the housing
markets look ready to support vehi-
cle sales over the next six months.
May’s payrolls report was surpris-
ingly weak. In addition, the unem-
ployment rate among 16- to 24-year-
olds, from which many newly li-
censed drivers emerge, is 18.1%,
about double the overall rate. Mean-
while, house prices, new- and exist-
ing-home sales, and new construc-
tion remain sluggish.

Against this the Thomson Reut-

ers/University of Michigan con-
sumer-sentiment index is at its high-
est level since January 2008.
Unfortunately, while vehicle sales
display significant correlation with
this—42% since January 1989—this
is lower than for employment or
house-price data.

Eventually, vehicle sales will rise.
Mr. Ceraso’s analysis suggests the
U.S. vehicle fleet turns over roughly
every 13 years and that scrappage
explains about 75% of demand for
new vehicles. On that basis, the
surge in vehicle registrations from
1998 to 2000, climbing from 15.6 mil-
lion to more than 18 million, bodes
well for next year and thereafter.

On the other hand, the late 1990s
represented an unsustainable boom,
similar to the one that ended in
2008. This time, with savings rates
rising to help repair household bal-
ance sheets, drivers might choose to
keep driving their old jalopies for a
bit longer. —Liam Denning

U.K. house builders are still on floor The curious case of the iPhone 4

At least one person wants Tony
Hayward to get his life back: Rus-
sia’s deputy prime minister, Igor
Sechin. The embattled BP chief
flew into Moscow Monday for a
meeting with Mr. Sechin. But even
before the plane had touched down,
Mr. Sechin was telling reporters
Hayward would be resigning soon
and was due to reveal a successor.

A BP spokesman insists this
isn’t so. So what was Mr. Sechin’s
game? One theory is he wanted to
steer BP away from considering
Robert Dudley as a potential suc-
cessor. Mr. Dudley used to run
TNK-BP, the oil major’s Russian
joint venture, but was ousted dur-
ing a spat with its Russian part-
ners. Presumably, his appointment
as head of BP wouldn’t go down
well in Moscow. So perhaps
Mr. Sechin’s comments were the
Kremlin indicating its wishes should
be respected—in typically under-
stated fashion, of course.

The average U.K. house may be
worth almost £15,000 ($22,600)
more than this time last year, with
prices now just 10% below their pre-
crisis 2007 peak, but not everyone is
convinced by the recovery. Shares in
U.K. house builders are still hovering
at mid-2008 lows. Taylor Wimpey,
one of the sector’s largest players,
now trades at a discount of 35% to
its net asset value after reporting on
Monday disappointing first-half sales
figures. Investors are right to worry
about a second house-price dip, but
the sector selloff has gone too far.

The bounce in U.K. house prices
has been supported by low interest
rates and a tentative economic re-
covery, as well as a structural supply
shortage of some 130,000 new homes
a year. House builders say the trans-
fer of planning policy responsibility
from regional to local authorities
could cause bottlenecks that restrict
new investment this year, tightening
the housing supply further.

But risks to the house-price recov-

ery are high. Mortgage availability
remains restricted. April’s mortgage
approvals were the lowest on record
for that month, according to the
Royal Institution of Chartered Sur-
veyors. Affordability is out of step
with average incomes on a historical
basis, and the bulk of U.K. mortgages
track the base rate, which could
make future rate rises painful. Mean-
while, government austerity mea-
sures threaten higher unemploy-
ment, while October’s public
spending review may see social hous-
ing grants cut. Affordable housing
made up 17% of Taylor Wimpey’s
2009 sales.

Still, Taylor Wimpey shares are
pricing in roughly a 30% write-down
in land values. That would require
average house prices to fall around
6% to 8%, taking valuations back to
last July’s levels, according to Mor-
gan Stanley. That isn’t implausible,
given the likely spike in unemploy-
ment as public spending cuts bite.
But it isn’t what Taylor Wimpey it-

self or any major house-price fore-
caster expects. So long as the U.K.
avoids a double-dip recession and in-
terest rates remain low, as the Bank
of England has signaled it believes is
possible, then such a sharp drop
seems unlikely.

—Hester Plumridge

If the iPhone 4 has become “the
most successful product launch in
Apple’s history,” as the company
says, one wouldn’t want to imagine
the worst.

Apple’s statement overlooked the
fact that its fourth-generation phone
has an antenna design that requires
consumers either to buy a case or
learn to hold the phone in a particu-
lar way to ensure reception. Usually
the idea is to produce phones that
get clearly better, not worse, with
each new version.

So far at least, Apple’s cult-like
fan base seems willing to give the
company the benefit of the doubt.
Apple said Monday the product had
sold a remarkable 1.7 million units in
the first three days.

Investors shouldn’t take too
much comfort, however. Given how
fast the phone sold out, a lot of
those sales likely came from preor-
ders placed before reports of the an-
tenna weakness circulated.

What’s more, many of the initial

sales also were likely upgrades by
existing iPhone owners. These peo-
ple already have shown themselves
willing to put up with reception
problems—although in the past they
could blame AT&T’s clogged network
more than Apple.

The real question has to be
whether concerns about the an-
tenna, combined with carrier con-
gestion issues, will slow uptake of
the iPhone among customers not yet
converted to Apple worship.

Not only are they likely to be less
patient with any product failings,
they can now choose from an ever-
widening array of alternative smart-
phones.

This should be a concern for in-
vestors, as the iPhone accounted for
40% of Apple’s second-quarter sales
and is a key driver of growth. Apple
may well solve the antenna prob-
lems. But how many product stum-
bles can it survive before its halo
starts to slip?

—Martin Peers

Slow lane
Seasonally adjusted annual rate of
light vehicle sales, monthly, in millions

Source: J.D. Power & Associates
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Caruana certainly raises fear levels

When he retires
from the Bank for

International
Settlements, Jaime
Caruana should
consider a new

career writing horror stories. The
general manager of the BIS
certainly has the skill to frighten
an audience and leave them
petrified about what may be
lurking round the corner.

At the bank’s annual general
meeting Monday he just avoided
hissing “Be afraid, be very afraid”
but, as he summed up the state of
economies and banks, his view
was that the situation remained
precarious and there could be
plenty of nasty happenings ahead.

Grudgingly in some cases,
countries are moving to deal with
their budget deficits. The G-20
meeting at the weekend marked a
further step in that direction, with
the voice of reason, that cuts
could not be delayed, prevailing
over those who wanted to put off
the pain.

Promises of action have now to
be translated into deeds, which
are harder and the prospects for
some countries, most notably
Greece, still look precarious.
Nevertheless, the problems have
been acknowledged and the need
for change accepted.

So it was what Mr. Caruana
had to say about banks that was
most spine-chilling, not least
because the BIS, the central
bankers’ bank, is well placed to
have an informed view of the
sector. It isn’t a pretty picture.
“Some banks have yet to
recognize in a transparent way
the scale of losses on their
balance sheets,” says Mr. Caruana.

This is surely the case. It is
equally surely the case, as he
points out, that governments have
now exhausted their ability to
wade in and alleviate the worst
effects of another banking crisis.
As the BIS annual report puts it:
“Macro-economic policy is in a

vastly worse position than it was
three years ago, with little
capacity to combat a new
crisis—it will be difficult to find a
source of further treatment
should another emergency arise.”

There is plenty of work going
on to impose new restraints on
banks, both by individual
countries and at an international
level. This week, President Barack
Obama will put his signature to

legislation that will significantly
curb U.S. banks’ proprietary
trading activities and there is a
widespread move toward
insistence on much higher capital
ratios. Many of the systemic flaws
that led to the banking crisis are
being gradually addressed:
dangerous compensation
structures, failures in risk
management and dismal
regulatory supervision. Yet the
implication of Mr. Caruana’s
remarks is that some banks
remain at risk. The BIS report
raises the specter of further
crisis-related losses yet to hit.

It is European banks, in
particular, which are the object of
its concern. There has been much

speculation that some European
banks haven’t yet acknowledged
the losses that their property
lending has incurred. When the
BIS echoes that fear, it moves out
of the realm of idle speculation to
become informed comment. In
Ireland and the U.K., for instance,
commercial property prices have
fallen by 39% and 46%,
respectively, since their peak.

It is when property prices are
at their peak that banks just seem
unable to stop themselves from
pouring in the cash rather than
calling for a slowdown. The surest
pointer to the imminent end of a
property boom, and the crash that
always follows, is when the
landscape is covered with cranes
funded by generous loans to
developers from optimistic
bankers.

This cycle has been true to the
pattern. Now some banks are
rolling over loans rather than
foreclosing, postponing the day of
reckoning that will inevitably have
to come. “Losses on European
bank balance sheets are expected
to mount over the next few
years,” concludes the BIS.

Many of those same European
banks have heavy exposure to
some of the riskier European
sovereign debt. At the end of
2009, five euro-area banking
systems, those of Belgium, France,
Germany, Italy and the
Netherlands, held roughly 17% of
all outstanding Greek government
debt and they were similarly

exposed to Spain and Portugal,
countries which not for nothing
have been relegated to the PIGS
category of economies.

“Some banks may find it
difficult to earn their way out of
the crisis, given the prospects of
further loan losses, higher funding
costs and significant refinancing
pressure,” said Mr. Caruana. And
the BIS raises doubts about
whether that refinancing, if
required, will even be available,
given the expected demand for
funds from governments forced to
raise cash.

Mr. Caruana tried to end his
speech on a more optimistic note,
talking enthusiastically of the
financial reforms that are now in
train. “The reforms will quickly
generate significant benefits from
enhanced resilience,” he assured
his audience. Any comfort that
they might have taken from that
sentiment, however, was quickly
erased by his next sentence. “This
is all the more true when—as
now—the probability of further
shocks is elevated.”

Fear levels should certainly be
elevated after hearing him.

Rating a change
Governments fear being down-

graded by the ratings agencies
and seeing the cost of borrowing
soar. The agencies’ power persists
despite their less than glorious
role in the financial crisis. The BIS
report succinctly sums up their
position. “Ratings agencies,
overwhelmed by the avalanche of
complex structured products yet
unable to resist the profits from
taking on the business, failed to
correctly evaluate the probability
that borrowers would repay.”

Now Peter Sands, the chief
executive of Standard Chartered
Bank, has come up with a
proposal to bar the agencies from
rating the most complex financial
products in return for a fee from
the issuer. He believes it would
instantly discourage the creation
of such products. That would be a
positive. Yet having any rating
paid for by the organization being
rated has an inherent and
uncomfortable conflict.

BIS general manager Jaime Caruana delivers his speech on Monday.
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ONLINE TODAY

His view was the situation
remained precarious and
there could be plenty of
nasty happenings ahead.
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Advertising

n Ofcom, the U.K. communica-
tions regulator, will decide
whether to undertake a full review
of the TV advertising market this
summer, its head said after the
regulator proposed new rules to
allow product placement on TV.

i i i

Aviation

n Dubai Aerospace Enterprise’s
$29 billion jetliner order with Air-
bus and Boeing could be deferred
or canceled amid growing finan-
cial concerns for the state-con-
trolled company, people familiar
with the matter said. Another op-
tion may be for its owners in the
Dubai government to seek to shift
the contract to state-controlled
Emirates Airline and low-cost car-
rier flyDubai, the people said.

i i i

Banking

n Standard Chartered, the U.K.-
based, Asia-focused bank, said it
had a strong performance in the
first half of the year, driven by its
consumer banking and wholesale
banking client businesses, al-
though weaker market sentiment
in recent weeks hurt momentum.

n Aareal Bank said it would be-
come the first German bank to be-
gin repaying capital that it re-
ceived from the German
government as a safeguard during
the financial crisis. The a real-es-
tate financing specialist accepted
€525 million ($649 million) early
last year. It plans to repay €150
million soon and agree “in due
course” on a schedule for the rest.

n Julius Baer was fined about
$385,000 by Hong Kong’s securi-
ties regulator, which reprimanded
the Swiss private bank for failing
to properly identify wealthy cli-
ents as professional investors,
rather than ordinary retail cus-
tomers, in selling its products be-
tween 2006 and 2008. A spokes-
woman said Julius Baer accepts
the regulator’s findings and reme-
died the issues some time ago.

i i i

Energy

n BP said the cost of its response
to the Gulf of Mexico oil spill has
reached about $2.65 billion, and
added it was on track to complet-
ing the relief wells aimed at con-
taining the leak. BP denied that
CEO Tony Hayward will soon leave
his post and announce a succes-
sor, as suggested by Russian Dep-
uty Prime Minister Igor Sechin.

n Noble agreed to acquire closely
held drilling company FDR Hold-
ings for $2.16 billion as the Swit-
zerland-based company seeks to
strengthen its role in a sector
squeezed by a temporary morato-
rium on deepwater exploration in
the Gulf of Mexico. Noble also an-
nounced the signing of new con-
tracts with Shell that will guaran-
tee some stability while the
drilling ban is in place.

i i i

Food

n Kraft is selling Cadbury’s E.
Wedel chocolate and candy opera-
tions in Poland to Tokyo-based
conglomerate Lotte Group. Kraft
had to sell Wedel and a Romanian
business to win EU approval for
its takeover of Cadbury.

i i i

Machinery

n A former executive at German
truck and machinery maker MAN
was convicted of bribery for pay-
ing millions of euros to secure a
contract in Kazakhstan. Heinz Jür-
gen Maus, the former head of the
MAN Turbo unit, was given a two-
year suspended sentence and will
have to pay a €100,000 ($124,000)
fine. Maus had acknowledged he
ordered the payment of €9 million
to secure a gas-pipeline modern-
ization contract.

i i i

Markets

n Agricultural Bank of China
aims to raise as much as $23.2
billion from an IPO in Shanghai
and Hong Kong, setting a record
as the world’s largest listing. The
bank cut the size from its original
target of as much as $30 billion
because of sluggish market condi-
tions, but it may still struggle to
hit the top end of the range be-
cause of concerns about the prof-
itability of rural operations.

n The London Stock Exchange,
which is diversifying and expand-
ing its services beyond Europe, is
looking at possibly listing in
Shanghai, but the move would be
“logistically impossible” for at
least 1½ years, a spokesman said.
The comments come after LSE
CEO Xavier Rolet said in Shanghai
that it was his “deep hope and se-
cret forecast” that the LSE will be
allowed to list on the Shanghai
market before the end of 2011.

n DP World, the port operator
controlled by Dubai World, de-
layed a plan to list its shares on
the London Stock Exchange be-
cause of the pending merger of
the Gulf city’s own stock markets.

i i i

Media

n Le Monde’s board approved a
bid from a trio of left-leaning
businessmen who are looking to
bankroll a revival of the flagging
French daily. A consortium made
up of Lazard banker Matthieu Pi-
gasse, telecoms billionaire Xavier
Niel and industrialist Pierre Bergé

will hold exclusive negotiations to
buy a majority stake in the paper.
The approval came after a rival
group, led by magazine owner
Claude Perdriel and France Télé-
com, withdrew its offer.

n Hearst hired David Carey from
rival publisher Condé Nast to be-
come president of its magazine
business, as longtime Hearst mag-
azine President Cathleen Black
moves to become chairman.

n News Corp. said it will be
forced to dispose of its Fijian
newspaper, putting 180 jobs at
risk, as the small island nation’s
military regime continues a crack-
down on the media. News Corp.’s
Australian subsidiary, News Ltd.,
said Fiji’s government has decreed
that media organizations in the
country be 90% locally owned
within three months.

i i i

Pharmaceuticals

n Roche’s hopes to bring taspo-
glutide, a potential blockbuster di-
abetes drug, to market have stum-

bled, analysts said, after the Swiss
pharmaceuticals giant released
detailed late-stage trial figures
showing the medicine’s side ef-
fects could reduce chances for
regulatory approval. The develop-
ment is a potential blow to
Roche’s strategy of diversifying
beyond cancer drugs.

n GlaxoSmithKline’s diabetes
treatment Avandia is unsafe, two
studies said, heating up a contro-
versy about a drug linked in a
number of studies to an increased
risk of heart attack and heart fail-
ure. The reports, presented online
in the Journal of the American
Medical Association and the Ar-
chives of Internal Medicine, come
two weeks before a U.S. Food and
Drug Administration panel is to
discuss Avandia’s safety.

n Abbott Laboratories has put on
the block the flu-vaccine business
it picked up in the recent pur-
chase of Solvay’s pharmaceuticals
unit, people familiar with the mat-
ter said, in a deal that could be
valued at €500 million ($620 mil-
lion), and continue a wave of con-
solidation in the industry.

i i i

Technology

n Apple said it sold more than 1.7
million iPhone 4 smartphones
within the first three days of the
phone’s launch, making it the
most successful start for a prod-
uct in the company’s history.

i i i

Telecommunications

n BT Group struck a deal with
British Sky Broadcasting that will
allow the U.K. telecommunications
company to show Premier League
football matches on its pay-televi-
sion service from August.
n Sky Italia, News Corp.’s Italian
satellite-television broadcaster, in-
tensified competition with rival
Mediaset in Italy’s fast-growing
pay-TV market by cutting prices
for its key football packages.

n The BT Pension Scheme, the
U.K.’s biggest savings fund, made
a dent in its multibillion-pound
deficit after recording a return of
12% on its investments last year,
thanks to bets on credit and
short-term investments.

i i i

Tobacco

n The tobacco industry scored a
victory as the U.S. Supreme Court
refused to review a landmark fed-
eral racketeering conviction
against it, ending the Justice De-
partment’s long-running effort to
get tobacco giants to forfeit bil-
lions of dollars in profits.

i i i

Watches

n Swatch’s founder and chair-
man, Nicolas Hayek, died from
heart failure at the age of 82.
Hayek, one of Switzerland’s best-
known managers, has often been
described as the savior of the
Swiss watch industry, which
nearly collapsed during the 1970s
before Swatch launched the plas-
tic watch of the same name, which
became an international success.

BUSINESS WATCH

WSJ.com
To read more about these items,
and for all the latest breaking
news, go to WSJ.com/BusinessPassengers try to enter a crowded subway train as subway workers begin a three-day strike to protest government cuts,

including an average 5% wage decrease for public servants. Madrid Metro said the strike is affecting 50% of services.

European Pressphoto Agency

In Madrid, strike by subway workers cuts services in half
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Top sumo wrestlers
barred from games

TOKYO—A slew of top-division
sumo wrestlers—including its sec-
ond-ranked wrestler—won’t com-
pete in next month’s Nagoya grand
tournament, in an unprecedented
decision, after 65 of the 700 active
wrestlers admitted to illegally gam-
bling on baseball and other games.

The Japan Sumo Association,
known for its strict adherence to hi-
erarchy and ritual, said the tourna-
ment would proceed on July 11 , but
without the participation of 14 top
wrestlers, including seven in the top
division called Makuuchi.

Kotomitsuki, a 34-year-old wres-
tler who reached the level of ozeki,
or champion (one rank below yoko-
zuna, or grand champion), is the
highest-ranking wrestler barred
from the tournament.

The once-sacred world of sumo

has been hit by a wave of high-pro-
file scandals—the latest involving
wrestlers admitting to illegally gam-
bling—that threatens to derail the
Nagoya tournament.

The Japanese media, including
the nation’s largest daily Yomiuri
Shimbun, have reported that some
of the gambling was through the
yakuza, the Japanese mafia. The
sumo association spokesman said he
couldn’t comment on the allega-
tions, but added the association is
cooperating with a police investiga-
tion of the matter.

The chairman of the Japan Sumo
Association, Musashigawa, is also
likely to be suspended, according to
the Japanese media. Musashigawa
couldn’t be reached to comment.
The association said it will release
more details on July 4.

The sumo gambling scandal has
grabbed headlines and gripped the
Japanese public. Last week, the Ja-

pan Sumo Association, under in-
creasing pressure, formed a special
investigation committee composed
of 10 outsiders to come up with rec-
ommendations for action.

The tarnished reputation of
sumo contrasts sharply with the
success of Japan’s football team,
which has reached the second round
of the World Cup for the first time
outside home territory.

Sumo has been steadily losing
popularity in Japan in recent years
to football and other sports, includ-
ing baseball.

At the Aichi Prefectural Gymna-
sium, the venue of the Nagoya tour-
nament, preparations to bring in
dirt and build the sumo ring started
Monday, as planned.

But a worker at Wakatake, an of-
ficial ticket-selling venue, said sales
were “bad” compared with last year.

—Tomomichi Amano
contributed to this article.

BY MARIKO SANCHANTA
AND MIHO INADA

The Sumo Association met Monday at the Ryogoku Kokugikan arena in Tokyo.
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Europe

n The Bank for International
Settlements delivered a stern
message to central banks and gov-
ernments that keeping interest
rates low for too long, or failing
to act quickly to cut deficits, could
sow the seeds for the next crisis.
The warning from the Basel-based
BIS amounts to a direct challenge
to the ECB and the Federal Re-
serve, both of which have held
their main lending rates at record
lows for more than a year.

n The ECB is scrambling to reas-
sure markets that Thursday’s ex-
piration of a €442 billion ($547
billion) bank-lending program
won’t destabilize the financial sys-
tem, even as banks across the re-
gion remain wary of lending to
one another.

n The euro zone’s economic re-
covery is faltering, but a muted
inflation outlook should allow the
ECB to keep interest rates very
low into next year. The Conference
Board’s leading economic index
for the euro zone, an amalgam of
eight indicators of activity,
dropped 0.5% to 109.7 in May, the
first fall in 14 months.

n German Chancellor Angela
Merkel faces a test of her author-
ity, and of her government’s cohe-
sion, when German lawmakers
elect a new president on Wednes-
day. The job of German president
is largely ceremonial, but the elec-
tion could severely embarrass
Merkel if her coalition partners
don’t back her candidate, Chris-
tian Wulff, the conservative pre-
mier of Lower Saxony.

n Germany’s parliamentary fi-
nance committee watered down
the bill banning “naked” short-
selling of all stocks and euro cur-
rency derivatives not intended for
hedging against currency risks.

n Czechs have a new prime min-
ister: Petr Necas, a veteran con-
servative politician who has
pledged to cut government spend-
ing, scale back welfare benefits
and tackle corruption. Necas,
chairman of the right-leaning
Civic Democrats, vowed to move
swiftly to form a government.

n The U.K. government began a
consultation with the business
community over plans to impose
an immigration cap on workers
coming into the country from out-
side Europe, an idea that faces op-
position from industry interests
who say it will restrict the re-
cruitment of key talent.

n Turkey closed its airspace to
Israeli military flights in the wake
of the Israeli commando raid on a
Turkish aid ship, further squeez-
ing a military alliance that ana-
lysts say has become of more use
to Tel Aviv than to Ankara. Yet
Ankara remains cautious about
severing completely its military
ties with Israel.

n Manuel Noriega’s money-laun-
dering trial opened in France,
with the former Panamanian dic-
tator’s lawyers complaining about
the prison where he is being held
and the way he was extradited
from the U.S.

n Iceland’s prime minister, Jo-
hanna Sigurdardottir, married her
partner, writer Jonina Leosdottir,
under a new law legalizing same-
sex marriage in the country.

n Britain’s Foreign Office named
the U.S. embassy as the worst of-
fender among diplomatic missions
that have racked up £36 million
($54 million) in disputed traffic
congestion charges. Some diplo-
mats claim they shouldn’t need to
pay the charge as it is a local tax.

i i i

U.S. Supreme Court

n Gun possession is fundamental
to American freedom, the court
ruled, giving federal judges power
to strike down state and local
weapons laws for violating the
Second Amendment. In a 5-4 rul-
ing, the court held that the Sec-
ond Amendment’s right to keep
and bear arms is a fundamental
right that binds states.

n Companies can’t patent meth-
ods of doing business, the court
decided. The court’s ruling re-
jected arguments by two inventors
who were seeking to patent a
method for hedging weather-
based risk in commodities trading.

The justices agreed with an ap-
peals court that the method was
too abstract to be patented.

n The Sarbanes-Oxley accounting
reforms will require a technical
change, the court decided, though
it left the broader package of
rules intact. That means big U.S.
companies will have to continue
complying with the 2002
law—passed in the wake of the
corporate accounting scan-
dals—which they have long criti-
cized as overly burdensome.

n A law school can deny recogni-
tion to a Christian group that
won’t let in gays, the court ruled.

n Supreme Court nominee Elena
Kagan sought to counter the as-
sertion of conservative critics that
she is a liberal activist who would
bring a political agenda to the
court, promising as her Senate
confirmation hearing began that
she would be a modest jurist who
would respect the "often messy"
democratic process.

i i i

U.S.

n Authorities charged 11 people
with being part of a Russian spy
program to plant undercover
agents inside the U.S. The sus-
pected agents took on aliases and
“deep cover” assignments to be-
come Americanized, the FBI said.

n Robert Byrd, the West Virginia
Democrat who served in the Sen-
ate for 51 years, has died at age
92. His death robs Senate Demo-
crats of a vote to end Republican
delaying tactics against the finan-
cial-regulation bill and throws
into doubt the timing of the vote.

n U.S. consumers resumed spend-
ing at a gradual pace in May
thanks to a healthy rise in in-
comes and continued low prices.

i i i

Americas

n In Mexico, a leading gubernato-
rial candidate was assassinated by

presumed drug-gang hit men, just
days before state elections across
the country in an attack that
marks a worrisome new develop-
ment in Mexico’s war on drugs.

i i i

Asia

n Afghanistan’s anticorruption
watchdog will launch an investiga-
tion into the billions of dollars
flowing out through the country’s
main airport, sums so large that
U.S. officials believe some of the
cash is diverted Western aid, the
Afghan government said. At least
$3.18 billion in cash has been
flown out of Afghanistan since
2007 after being legally declared
to customs officers, according to
documents first reported in the
Wall Street Journal.

n Indian security forces killed
two protesters in Kashmir as a
standoff between the forces and
separatists threatened to destabi-
lize the India-held territory.

n Kyrgyzstan’s constitutional ref-
erendum was praised by interna-
tional observers, who said the
vote was conducted in a transpar-
ent and peaceful manner.

n North Korea hinted it might
test another nuclear explosive as
Pyongyang leveled more criticism
at the U.S. The Obama administra-
tion said the sinking of a South
Korean warship blamed on North
Korea wasn’t terrorism and not
enough by itself to put Pyongyang
back on a terror blacklist.

n A slew of sumo wrestlers
ranked at the top of the sport
won’t compete in July’s Nagoya
grand tournament after 65 wres-
tlers admitted to illegally gam-
bling on sports.

i i i

Middle East

n In Baghdad, at least eight peo-
ple were killed in a shooting and a
bombing, including two teenage
girls suspected of prostitution.

n In Gaza, masked men vandal-
ized a U.N. summer camp for chil-
dren, burning and slashing tents,
toys and a plastic swimming
pool—at dawn, when no children
were present. It was the second
such attack in just over a month.
Islamic extremists have accused
the U.N. of corrupting youth.

i i i

Africa

n In Burundi, 10 grenade attacks,
including a blast near the EU elec-
tion observer office, suppressed
voter turnout in the tiny East Af-
rican nation.

n Pirates hijacked a Singaporean-
flagged ship carrying a poisonous
chemical off the coast of Somalia
and took the 19 Chinese sailors
onboard hostage, officials said.

i i i

Australia

n Prime Minister Julia Gillard an-
nounced a shuffle of the Labor
government’s cabinet, putting in
place the team she will take to the
next election, expected in months.

WORLD WATCH

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

Police detain demonstrators who held an unsanctioned rally calling for the resignation of Moscow’s mayor, Yuri Luzhkov.
Human-rights activists have been calling for Luzhkov to resign for regularly denying permission for mass rallies. More
than 20 opposition activists were detained, one of the rally organizers told Russia’s Interfax news agency.

Associated Press

In Moscow, police detain protesters rallying against mayor’s policies
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BIS warns central banks on high debt levels

German ballot tests Merkel
Presidential election is seen as referendum on chancellor’s ability to keep coalition together

BERLIN—German Chancellor An-
gela Merkel faces a test of her au-
thority, and of her squabbling gov-
ernment’s cohesion, when German
lawmakers elect a new federal presi-
dent on Wednesday.

The job of German president is
largely ceremonial, but the election
could severely embarrass Ms.
Merkel if her coalition partners
don’t back her candidate, Christian
Wulff, the conservative premier of
the state of Lower Saxony.

A defeat would add to the public
perception of chaos in the ranks of
a center-right government that just
last fall won a clear victory in na-
tional elections, but whose approval
ratings are plunging amid insults
and bickering.

Mr. Wulff is expected to win
enough votes in the specially con-
vened Federal Assembly, comprising
federal lawmakers and delegates
from Germany’s 16 states, to become
president, an outcome that would
allow the chancellor to declare that
talk of a government in crisis is mis-
placed.

But the voting arithmetic is un-
certain, because some delegates
from Ms. Merkel’s junior partner,
the pro-business Free Democratic
Party, have said they will support a
rival presidential candidate,
Joachim Gauck.

In Germany, the president is a
largely ceremonial head of state, but
also has limited powers to block leg-
islation and dissolve parliament.
The post’s present importance is
mainly as a litmus test of whether
Ms. Merkel can control her ranks.

What should have been a
straightforward matter has turned
into a tense contest due to the cen-
ter-left opposition Social Democrats’
decision to nominate Mr. Gauck—a
popular former East German civil-
rights activist with no party affilia-
tion but strong sympathies on the
German center-right.

German media have made much
of the gap in charisma between the
eloquent Mr. Gauck and Mr. Wulff,
who has the pleasant-but-bland im-
age of a career politician.

The chancellor’s conservative
Christian Democratic Union and its
governing allies have a slender ma-
jority of 21 among the 1,244 dele-
gates who will elect Germany’s next

president.
Analysts say Mr. Wulff is likely

to win on Wednesday—at the latest
in the third round of voting, when a
candidate needs only a plurality, not
an absolute majority of delegates.

“The probability of Wulff losing
is low since it would require a
united front of all opposition parties
as well as many votes from the gov-
ernment camp to defeat him,” says
Karl-Rudolf Korte, a political scien-
tist at Duisburg-Essen University. “If
Gauck somehow wins, Merkel will
try to embrace him as a champion
of freedom and patriotism, but the
loss of confidence in this govern-
ment would deepen,” he says.

Such a debacle would likely fuel
talk that Ms. Merkel doesn’t have
her coalition under control, particu-
larly the FDP and the Bavarian con-
servatives of the Christian Social
Union, which have disagreements
over economic and social policy.

Last week a senior CSU official
likened FDP policies to those of for-
mer Chilean dictator Augusto Pi-
nochet, continuing an exchange of
invective in which the parties have
branded each other “wild sows” and
“a troop of gherkins.”

The governing camp’s public
support has sunk to 35%, far down

from its victorious 48% of the vote
in September’s national election.
New elections now would mean de-
feat for many center-right lawmak-
ers, so that many observers believe
party discipline will prevail on
Wednesday.

“Party soldiers don’t willingly
kill their own government,” says Jo-
sef Joffe, a political scientist at
Stanford University and publisher of
German newspaper Die Zeit.

Even if Ms. Merkel’s candidate
loses on Wednesday, that doesn’t
mean her government is doomed, as
some foreign observers have sug-
gested. Germany’s constitution
makes it extremely hard to bring
down a government early or to trig-
ger new elections.

“It’s almost as hard to topple a
German chancellor as an American
president,” Mr. Joffe says. “That
was willed by the fathers of the con-
stitution” after World War II, he
says, in order to avoid the political
instability of the interwar Weimar
Republic.

For Ms. Merkel, the presidential
problem has been a distraction from
pressing economic issues including
Germany’s public finances and the
debt crisis in the euro zone. Previ-
ous president Horst Köhler, a former

head of the International Monetary
Fund, resigned abruptly on May 31
when he took offense at left-wing
politicians’ criticisms of his state-
ments on foreign policy, catching
Germany’s political class off guard.

Mr. Köhler was Ms. Merkel’s
hand-picked candidate for president
in 2004, when she touted his victory
as a symbol of her center-right alli-
ance’s ascendancy. Now that her
government is fast losing support,
she tapped Mr. Wulff as a safe pair
of hands to make sure the presi-
dency didn’t become a symbol of
center-right disarray.

Mr. Gauck’s problem is that even
if he attracts some defectors from
government ranks, most of the 124
delegates of the radical Left Party
have pledged to vote against him
and for a candidate of their own.

Some of Mr. Gauck’s political
views, including his support for wel-
fare cuts and the war in Afghani-
stan, make him unpalatable for the
Left. In addition, his record as an
activist in the peaceful revolution of
1989 that brought down Communist
East Germany, and subsequently as
overseer of the Stasi secret-police
archives, make him anathema for
Left members with roots in the for-
mer Communist regime.

BY MARCUS WALKER

The favorite: Christian Wulff

Age: 51

Career: longtime conservative politician,
premier of state of Lower Saxony since 2003

Backed by: Chancellor Angela Merkel’s
center-right coalition

The outsider: Joachim Gauck

Age: 70

Career: Pastor, civil-rights activist in East
Germany, overseer of Stasi archives 1990-2000

Backed by: center-left opposition parties
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“may diminish the sense of urgency
for reducing leverage and selling or
writing down bad assets,” the BIS
said.

The Fed isn’t following that ad-
vice. Last week, Fed officials reiter-
ated their commitment to keep rates
“exceptionally low...for an extended
period.” Fed watchers equate that
with holding rates near zero—
where they have been since the end
of 2008—for many more months.

BIS officials endorsed Europe’s
plans for deficit reduction as soon
as this year or 2011 but also ex-
pressed concern about the effect
that soaring government debt levels
will have on monetary policy and,
ultimately, inflation.

It isn’t a risk BIS officials see in
the short term. “There’s a fair

Continued from first page amount of slack out there” that
should keep a lid on price pressures,
said BIS chief economist Stephen
Cecchetti.

But things can unravel quickly
when debt levels are so high. If in-
vestors are unwilling to buy a coun-
try’s sovereign debt, then the cen-
tral bank may have to step in and
purchase government bonds, the BIS
said.

The ECB has bought about €55

billion ($68 billion) in bonds of
Greece, Portugal and other vulnera-
ble European economies since it be-
gan its controversialdebt-buying
program seven weeks ago.

The problem, according to the
BIS, occurs if a central bank has to
stem inflationary pressures by push-
ing up short-term interest rates,
thus raising borrowing costs for al-
ready cash-strapped governments.

In addition, asset purchases and
other measures have led to “sus-
tained bloat” in central bank bal-
ance sheets, which in turn exposes
them to “considerable credit risk,”
the BIS said, “which together with
the changed balance-sheet composi-
tion may expose them to political
pressures.”

—Natasha Brereton
contributed to this article.

Recovery
of economy
is faltering
in Europe

LONDON—The euro zone’s eco-
nomic recovery is faltering, but a
muted inflation outlook should al-
low the European Central Bank to
keep interest rates very low into
next year.

The Conference Board’s leading
economic index for the euro zone
slipped to 109.7 in May, the first fall
in 14 months.

The index, released Monday, is
designed to predict future activity.

Jean-Claude Manini, the Confer-
ence Board’s senior economist for
Europe, said the drop suggested the
rebound in euro-zone growth may
have peaked during the second
quarter.

“However, it is too soon to say
that the recent improvement in the
economy will subside strongly in the
near term,” Mr. Manini said in a
note. “Employment may suffer from
a wait-and-see attitude during the
second half of 2010, but the effects
of deficit-reduction measures will be
primarily felt in 2011.”

Despite the drop in May, the in-
dex is still substantially above its
March 2009 trough. April’s 110.2
reading was also the highest since
August 2007, just before the global
credit crisis hit.

The Conference Board says the
index has signaled turning points in
the euro zone’s business cycle. It
combines gauges including share
prices, interest-rate spreads, manu-
facturing purchasing managers’ sur-
veys, economic sentiment and resi-
dential building permits.

Economists say euro-zone gross
domestic product is likely to have
grown around 0.5% on a quarterly
basis in the second quarter after ex-
panding 0.2% in the first.

But they warn that the expansion
has been fueled by temporary fac-
tors—such as a construction re-
bound in Germany and restock-
ing—and is unlikely to last.

One drag on the recovery ap-
pears to be easing. The ECB on
Monday said there are signs that
lending to companies may be recov-
ering despite recent signs of strain
in the interbank funding markets.

The ECB said lending to the pri-
vate sector in May was 0.2% above
May 2009, up from an annual
growth rate of 0.1% the previous
month.

Loans to businesses increased by
€18 billion ($22.29 billion), having
contracted €14 billion in April. But
over the year, lending to businesses
was down 2.1%.

Loans to households increased
€9 billion in May, having risen €16
billion in April.

The annual growth rate rose to
2.6% in May from 2.5% the prior
month.

“The main take-away from to-
day’s release is that while credit
growth is showing signs of improv-
ing, overall demand for credit re-
mains weak,” said Martin van Vliet,
an economist at ING.

The ECB said M3, the broadest
measure of money supply, fell at an
annual rate of 0.2% for the second
consecutive month in May.

—Roman Kessler in Frankfurt
and Carolyn Henson in Brussels

contributed to this article.

BY NICHOLAS WINNING

Risks abound
Quotes from the BIS’s report

� On global recovery: “Financial
and economic recovery is under
way, but it is both incomplete and
fragile, at least in the major
advanced economies.”

� On central-bank bond
purchases: “The asset purchases
have exposed central banks to
considerable credit risk, which…may
expose them to political pressures.”

� On debt: “High levels of public
debt may lower long-term economic
growth and ultimately endanger
monetary stability.”
Bank for International Settlements

The ECB has bought about
$68 billion in bonds of
Greece, Portugal and other
vulnerable economies.
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Marketing, like an ogre, has many layers
Partnership between Vidalia Onion Committee and DreamWorks helps sweeten sales, boost popularity among kids

O n a recent visit to a Thrift-
way supermarket near this
onion-growing center, Aiden

Harvill spotted a jolly green giant
at a bin stuffed with Vidalia on-
ions. “Mama, there’s Shrek,” the 3-
year-old shouted. He then threw a
tantrum until his mother plopped
a bag with Shrek’s image into her
shopping cart.

“He never, ever eats vegetables,
but when we got home, he wanted
me to cook them,” Elizabeth Har-
vill says. She diced the onions into
a casserole, which Aiden gulped
down. “I was astonished,” Mrs.
Harvill says. “It was like a toy in a
cereal box.”

“Shrek Forever After,” the
fourth Shrek movie, had a slow
start at the box office before pick-
ing up steam. But in the produce
section, it is creating a minor sen-
sation by making onions popular
with kids.

The movie, which has since
gone on to do big business, has
spawned tie-ins with companies
ranging from Hewlett-Packard Co.
to Bank of America. But none is as
bold as the one advanced by the
Vidalia Onion Committee, an asso-
ciation that represents 100 grow-
ers of the Vidalia, a trademarked
sweet onion that is unique to
southeastern Georgia.

The campaign, “Shrek Forever
After, Vidalias Forever Sweet,” was
unveiled this spring in conjunction

with the release of the flick and
the start of the Vidalia season,
which stretches to September. The
onion association’s partnership
with DreamWorks Animation
SKG Inc. uses the movie’s charac-
ters on packaging, store displays
and on a website.

Through June 14, the U.S. De-
partment of Agriculture said,
farmers had shipped 3.6 million
more kilograms of Vidalias than by
the same date last year—though
the 2010 season started two weeks
later than in 2009. “We’ve sold
more onions up to this point in
the season than we ever have in
the past,” says Brian Stanley of
Stanley Farms, a large Vidalia
grower.

The third-generation onion
farmer recently had to get his pro-
duce-bag supplier to fly in an
emergency order of “Shrek” pack-
aging. His onions are packed in
mesh bags coated with color pho-
tos of the ogre Shrek, the Vidalia
onions logo and the question:
“What do Ogres and Onions have
in common?”

The Vidalia Onion Committee
has promoted with A&W root beer,
to appeal to families and with Co-
rona beer, to appeal to young
adults. “My problem was how to
market onions to kids,” says
Wendy Brannen, executive director
of the Vidalia Onion Committee.
“It’s a lot easier when you’re talk-
ing apples, strawberries and ba-
nanas.”

In Atlanta, Steve Langston, a
food marketer who had been

courting the committee, was
brainstorming last summer in his
office with two college students.
One remembered a scene in the
first Shrek movie, in which the
ogre tells Donkey that “there’s a
lot more to ogres than people
think....” Ogres are like onions,
Shrek says. It’s not that both
might be stinky, make you cry or
get all brown in the sun. Rather,
it’s that “we both have layers,” he
explains.

Mr. Langston, who has ar-
ranged tie-ins with Hollywood stu-
dios before, took the idea to Ms.
Brannen, who got the go-ahead
from the farmers. He took the idea
to DreamWorks. “There was a nat-
ural connection between their
brand and our character, since on-
ions were rooted in Shrek’s per-
sonality from the first movie,”
says Anne Globe, head of world-
wide marketing at DreamWorks
Animation. A tie-in with McDon-
ald’s Corp. backfired after the fast-
food chain had to recall glasses
tainted with cadmium, a toxic
metal.

DreamWorks and the grower
association spent a year hammer-
ing out details of the ogre-onion
campaign. The Georgia farmers
covered the costs of marketing, in-
cluding making the stands and
promotional items. But the studio
had vetting power every step of
the way.

When Vidalia hired a chef to
develop recipes for the campaign,
DreamWorks scrutinized them and
perfected their names. The results:

Swampy Joes, Shrek-O-licious
Summertime Succotash and Don-
key’s Savory Onion Parfait.

There’s no telling whether the
campaign will have a lasting effect
on children’s newfound love for
onions.

And Vidalia had more going for
it this season than an animated
ogre. Bad weather undermined on-
ion output in Texas and California,
benefiting Vidalia. But Vidalia it-
self was hit this year by excessive
rain and a cold spell, which de-

layed the harvest by two weeks.
Still, “there’s no question that

Shrek has driven sales at the con-
sumer level,” says John Tumino, a
sales director at Richter & Co., a
Charlotte, N.C., company that sup-
plies onions to Safeway Inc.,
Hannaford and other chains. “Chil-
dren are enamored of Shrek.” He
estimates that demand for me-
dium-size Vidalias, which typically
fill Shrek bags, is up 30% to 35%
this year.

Elias Freij, produce manager at
a Food World supermarket in Mo-
bile, Ala., says his store has been
selling nearly three times last
year’s weekly volume of Vidalias.

“Don’t get me wrong, Vidalias

always sell,” says Mr. Freij, who
recently sold 1.8-kilogram Shrek
onion bags for $3.49 and loose
Vidalias for $1.29 per 0.45 kilo-
gram. “But when you promote it
with kids, it’s an automatic sell.”

To whet kids’ appetite, a Hy-
Vee Food Stores Inc. supermarket
in Atlantic, Iowa, broadcast the
question, “What do onions and
ogres have in common?” It tells
shoppers, “Go to vidaliaonion.org
to find out.”

Produce manager Brent Magee
says that many kids have returned
to the store days later to inform
him, “Hey, they both have layers.”

The supermarket erected a 4.9-
meter onion display with card-
board cutouts of Shrek and Don-
key. In the first week the display
was up, sales tripled, Mr. Magee
says.

Since then, onion sales have
slowed, but he says he is continu-
ing to sell double the amount of
onions he did before the promo-
tion.

Tamara Gibson, a 40-year-old
personal trainer and mother of
three, says her 4-year-old, Gray-
son, could hardly contain his ex-
citement at the sight of Shrek at
the Hy-Vee. Normally, “he only
gets that giddy when we’re in the
packaged-food aisle with really
sugary things,” she says.

She had made multiple trips to
Hy-Vee to stock up. “I was at the
store last night and thought, ‘gosh,
I’m going through onions like
crazy these days.’ It’s like buying
milk!”

BY MIRIAM JORDAN
AND LAUREN A. E. SCHUKER
Vidalia, Ga.

The marketing campaign ‘Shrek Forever After, Vidalias Forever Sweet’ is on display at a Hy-Vee supermarket in Atlantic, Iowa. Shrek has become the perfect pitchman for Vidalia onions.
Brent Magee

‘Shrek Forever After’ had a
slow box-office start but is
creating a minor sensation
by making onions popular.
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Ireland set to profit from weaker euro
The weakening euro may help the

Germans sell cars, the French sell
pharmaceuticals and the Greeks sell
island vacations. But Ireland, above
all others, will be the biggest benefi-
ciary of the euro’s recent fall.

The Emerald Isle has high unem-
ployment and one of Europe’s deep-
est budget deficits, and is taking
some of Europe’s harshest austerity
medicine. Economists are starting to
feel less dismal about Ireland’s pros-
pects, however, because of the
unique nature of its export economy.

Exports account for more than
50% of Ireland’s gross domestic
product, ahead of even Germany.
And while many euro-zone coun-
tries’ exports go to their European
neighbors, Ireland sends much of its
chemicals, business services, tech-
nology and food to the U.S. and U.K.
That maximizes the benefit of the
falling euro, which has lost approxi-
mately 15% against the U.S. dollar
and 8% against the British pound
since the beginning of the year.

Ireland, which is set to announce
its first-quarter GDP on Wednesday,
is expected to announce that its
economy grew at the beginning of
the year from the last quarter in
2009, technically pulling it out of a
recession. Economists now believe
Ireland could grow 0.5% or 0.6% this
year, reversing earlier forecasts that
called for a full-year contraction.

“Things are clearly starting to
look up,” says Alan McQuaid, chief
economist at Bloxham, Ireland’s big-
gest independent stockbroker. “As-
suming the euro-zone debt issue
doesn’t turn into a full-blown crisis,
Ireland should be roaring back up
over the next 12 months, led by a
strong export performance.”

Ireland’s experience seems to
suggest economies can recover even
while slashing spending, though the
path of the export-driven economy
is one that may be harder for its
euro-zone neighbors to follow.

The country suffered one of Eu-
rope’s biggest property and banking
busts in the financial crisis, but it
was among the first to tackle its re-
cent debt problems. Starting in
2008, it instituted tax increases,

budget cuts and salary reductions
that added up to 8% of its
GDP—similar to an austerity plan
the U.K. announced just last week.

Ireland isn’t out of the woods
yet. Financial regulators have put its
biggest banks in intensive care, re-
moving bad real-estate loans from
bank books and onto the govern-
ment’s balance sheet. It is also un-
clear whether Irish banks will start
providing enough credit to consum-
ers to support domestic spending.

The country’s labor market, too,
isn’t working. Its 13.7% unemploy-
ment rate is higher than the euro-
zone average, while Irish households

tend to be even more heavily in-
debted than families in Britain,
Spain and Portugal.

But economists and investors say
unemployment may be peaking. This
month, investors gobbled up newly
issued shares of Bank of Ireland
PLC, which has been forced along
with others to raise more capital to
gird itself against future crises.

Also, key manufacturing and ser-
vices sectors have started to expand,
while retail sales have held up rea-
sonably well. Ireland’s trade surplus
has continued to grow throughout
the downturn, hitting about €39 bil-
lion ($48 billion) in 2009 from €29

billion a year earlier even as the
economy shrank 7%, according to
the Central Statistics Office.

The export picture looks encour-
aging, with demand rising in the U.S.
and China. Prices and wages in Ire-
land, meanwhile, are falling, making
Irish companies more competitive
and encouraging foreign direct in-
vestment.

John Whelan, chief executive of
the Irish Exporters Association, calls
the weakening euro a “silver lining”
that is helping Ireland-based corpo-
rations that trade with the U.S. and
so-called indigenous Irish firms in
food and tourism that hawk prod-

ucts to neighboring Britain.
Investors have started to back

Ireland, especially compared with
other indebted euro-zone countries.
Ireland’s blue-chip stock index has
held steady this year—currently up
0.5%—while stock markets in Greece
and Spain are down 34% and 19%.

“We’re more favorably inclined
towards Ireland,” says Richard Batty,
global investment strategist at Stan-
dard Life Investments, which man-
ages £138 billion of assets, including
shares of firms like low-budget air-
line Ryanair Holdings PLC, bank
Irish Life & Permanent PLC and
food firm Greencore Group PLC.

BY NEIL SHAH
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The upshot
Ireland’s and Germany’s
export-driven economies
could benefit from a weaker
euro, which makes their
exports cheaper and more
attractive on the global
market. Exports as a
percentage of gross
domestic product

Source: ING
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Ireland’s Ryanair Holdings, Europe's largest discount
airline, could get a boost from the euro’s downturn.

more than
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U.K. discusses immigration cap with firms
LONDON—The U.K. government

began a consultation with the busi-
ness community over plans to im-
pose an immigration cap on workers
coming into the country, an idea
that faces opposition from industry
interests who say it will restrict the
recruitment of key talent.

The debate underscores the diffi-
culty Britain’s new government
faces in balancing public concern
about immigration and a need to re-
vive the economy.

The cap, which applies only to
skilled and highly skilled workers
coming to the U.K. from outside Eu-
rope, is due to take effect in April.
The government said Monday that it
is also imposing temporary limits,
effective immediately, to avoid a
rush on applications ahead of the
permanent new rules.

David Cameron, who became
prime minister last month, made
immigration a key part of his elec-
tion platform. His Conservative
Party argued high immigration lev-

els have put pressure on public ser-
vices and led to tensions in commu-
nities.

Workers coming to the U.K. from
outside Europe account for less than
15% of all foreigners who arrive in
the U.K. each year. The cap wouldn’t
apply to other large groups coming
to the U.K., notably students and
people from Europe.

Labour Party politicians and
other opponents have called immi-
gration caps arbitrary and unwork-
able, saying they would hinder Brit-
ain’s economic recovery, among
other things. They also say that the
economy has benefited from the in-
flow of migrant workers to the U.K.
over recent years.

The Liberal Democrats, with
whom the Conservatives were
forced to form a coalition govern-
ment following inconclusive election
results, had opposed an immigration
cap during the election campaign. A
party spokeswoman said the coali-
tion effort involved compromises
and that both parties were “united
in seeking to meet the immense

challenges that face the country.”
Nicolas Rollason, a London-based

partner at law firm Kingsley Napley
LLP whose clients include multina-
tional firms in finance and other in-
dustries, says employers are con-

cerned about not being able to
respond quickly enough when the
economy turns around. “It will have
a significant impact on businesses’
ability to recruit—and plan recruit-
ment—because you never know
when it will run out,” he said.

Among industries likely to be
most affected are technology, fi-
nance and engineering, which rely
heavily on overseas recruitment.

“It’s a very, very crude tool,” said
Philip Trott, at the U.K.’s Bates
Wells & Braithwaite LLP, in part be-
cause it doesn’t take account of
which industries are most in need of
skills.

Mr. Trott points to experiences
in the U.S., where caps on skilled
worker visas typically have been
heavily oversubscribed. U.S. high-
tech companies have long been criti-
cal of the limits, arguing that they
hinder employers’ ability to secure
qualified workers and that the U.S.
risks losing its competitive edge in
technology as a result.

“I recognize the importance of
attracting the brightest and the best

to ensure strong economic growth,
but unlimited migration places un-
acceptable pressure on public ser-
vices,” said Home Secretary Theresa
May in a statement Monday.

The number of immigrants com-
ing to the U.K. surged over the past
decade under a Labour government,
particularly following the European
Union’s 2004 enlargement, which
opened the way for workers from
Eastern Europe to freely move to
Britain.

Net migration—the number of
people who come to live in the U.K.
minus those that move over-
seas—spiked to more than 200,000
annually in some years from less
than 50,000 in 1997.

Those numbers have declined in
recent years, falling by almost a
third to 163,000 in 2008, the latest
statistics available. Labour politi-
cians credit tougher border controls,
though immigration specialists say
the economic downturn played a
significant role because there have
been fewer jobs to attract people
from overseas.

BY CASSELL BRYAN-LOW

Closing the door?
Net migration to the U.K.

Notes: Figures showing the difference between
people coming to and leaving the U.K.; 2008 is
most recent year for which data are available.
Source: U.K. Office for National Statistics
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Paraguay vs. Japan
Japan has evolved from a

stoic, boring team into some-
thing far more dynamic over
the course of this World Cup. In
Japan’s 3-1 win over Denmark,
Keisuke Honda and Yasuhito
Endo scored two of the best
free-kick goals of the tourna-
ment. Japan’s Coach Takeshi
Okada is expected to start the
same team that has started
each game so far for the Blue
Samurai. Paraguay topped its
group with one win and two
draws and is perhaps the least
known of the six Latin Ameri-
can teams to reach the final 16.
Antolín Alcaraz and Jonathan
Santana, who missed their
team’s final match due to inju-
ries, both returned to training
on Saturday and they could
play on Tuesday.

Spain vs. Portugal
Following a shocking loss

against Switzerland, Spain has
steadily improved. Coach Vice-
nte del Bosque faces the poten-
tial problem of having to re-
place midfielder Xabi Alonso,
who sprained an ankle in the
2-1 win over the Chilean squad,
with Javier Martínez, who re-
placed Mr. Alonso during the
match against Chile. Spain will
be mindful of Portugal’s Cris-
tiano Ronaldo, a player often
criticized for being too individu-
alistic on the field. Portugal has
a strong defense on its side—it
hasn’t allowed a goal yet in this
tournament. Spain, the Euro
2008 champion, will be count-
ing on striker David Villa’s thus
far superb performance. The
winner of this game plays the
winner of Paraguay vs. Japan
on Saturday.

Today’s matches

7

Source: FIFA.com
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Bookies win big on World Cup
Gamblers from Las Vegas to Johannesburg are betting more on tournament than ever before

JOHANNESBURG—Everyone in
England reacted with horror on
Sunday after a missed call robbed
Frank Lampard of a goal against
Germany. Everyone, that is, except
the bookies.

English bookmakers were on the
hook for more than $100 million had
England gone on to win the World
Cup. That would have been the big-
gest payout ever in the history of
British bookmaking, according to
London bookmaker William Hill
PLC.

Sports gamblers are wagering
more money than ever on the World
Cup this year, taking advantage of
more in-game and remote betting
options, and more widespread tele-
vision and Internet access to the ac-
tion happening in South Africa.

Halfway through the tournament,
many Las Vegas, U.K. and South Af-
rican sports books have already
seen as much action as they did
through the entire 2006 World Cup,
and many expect the total handle to
be at least double what it was four
years ago, though the event still
pales in comparison with bigger U.S.
sports events like the NCAA men’s
basketball tournament or the Super
Bowl. (The biggest World Cup
match-ups draw about as much ac-
tion in the U.S. as low-tier NFL
games, American sports book direc-
tors say.)

William Hill is expecting this to
be the first sports tournament to
see $2 billion turnover in British
bookmaking history, and it has been
doing so well that it even paid out
to bettors who had put money on
Mr. Lampard’s scoring a goal on
Sunday, though the record will show
that he went goalless.

“Volume is up 30% [from the
2006 World Cup] and profits are
well up at this stage due to the un-

predictable early results,” said
Michael Carlton, the chief executive
of U.K.-based Victor Chandler In-
ternational Ltd. “Obviously from a
bookmaking perspective, we hope
the trend continues.”

Mr. Carlton said that in-game
betting options like the number of
yellow cards or corner kicks in any
15-minute period of a game are very
popular, and in-game bets have ac-
counted for more than half of total
World Cup-related bets placed with
Victor Chandler so far.

Revenue is also up significantly
from years past, thanks to the bevy
of upsets and relatively weak per-
formances by top-ranked teams.
“The books have been doing very,
very well,” says the Las Vegas
Hilton’s sports book director Jay
Kournegay.

Bookmakers in host country
South Africa are also enjoying the
increase in betting action. “The tax
man is going to get his money this
year, that’s for sure,” said Les Kou-
rie of Kourie Racing and Sport, the
only licensed sports book in Johan-
nesburg’s Monte Casino.

And despite an ever-increasing
collection of controversial referee
decisions, including a U.S. goal that
was called back during a first round
game against Slovenia, bookmakers
say they haven’t noticed any untow-
ard betting patterns so far. The
World Cup is “probably too big for
it ever to happen in front of such a
wide audience,” says Mr. Charlton of
Victor Chandler.

FIFA is using an emergency
warning system to identify potential
match-fixing and has set up a confi-
dential hotline for tips. “FIFA takes
very seriously the fight against ir-
regularities in the football-betting
market and potential match-fixing
situations in football,” FIFA said in
a statement. “Although it is impossi-
ble to guarantee that any competi-
tion is safe from attempts to exter-

nally influence matches, FIFA is
doing everything in its hands to en-
sure risk is minimized.”

William Hill had been offering
five to one odds that video technol-
ogy would be introduced by FIFA
before the next World Cup. After
Sunday’s games, the odds are now
three to one.

Meanwhile, serious bettors have
been scrambling for information
about players and team dynamics,
tapping players’ friends and fami-
lies, coaches and other insiders for
insight that bookmakers might not
have. (Las Vegas Sports Consultants,
which sets the odds for most of the
city’s sports books, has just one
English football expert making all
the World Cup lines.)

Front-office staffers at one top
Italian football club say they were
inundated with calls from gamblers
curious about certain players’ psy-
chological states and the meaning of
their personal rituals (one Italian
player is almost certain to score if
he vomits before a game, according
to one of his club’s marketing execu-
tives), while Florida-based handi-
capper Adam Meyer has enlisted the
help of a Scottish player-turned
commentator in exchange for a po-
tential job at Mr. Meyer’s company,
Real Money Sports. Italy didn’t
make it out of the first round.

To promote the World Cup, Las
Vegas casinos have been screening
matches outside their sports
books—in their cabaret theaters, for
example—and offering long lists of
proposition bets on everything from
whether a red card will be handed
out during a given game to whether
a hat-trick will be scored, as well as
allowing in-game betting on mar-
quee matches. Football fans of all
backgrounds have been turning out
in team colors and frequently break-
ing into national song.

But bookies say the extra hype
surrounding the event this year has

also led to a noticeable increase in
“anti-football fans” roaming the
Strip, grumbling about everything
from the ties and the low scoring to
players’ award-worthy perfor-
mances aimed at drawing penalties.

In South Africa, where sports
betting has surged in recent years,
sports books are also seeing upticks
in traffic and turnover.

Dale Shafer and Mike Katz run
International Sports and Racing,
and say that football-related betting
at their shop has increased three-
fold during the World Cup, from an
average of $20,000 a month to
about $60,000 a month.

“I only bet on soccer,” said Aus-
tin Ngwenya, 49 years old, a secu-
rity guard from Zimbabwe who was
at the sports book to collect his
winnings—$8—from the previous
day. Mr. Ngwenya earns $370 a
month from his salary and bets
roughly $20 a month. “Most of it I
lose,” he said.

Some football fans have decided
that the unpredictable World Cup
isn’t worth the risk. “I don’t want to
bet on the World Cup anymore, it
doesn’t favor me,” said Stanley Nk-
wonta, 30 years old, a Nigerian liv-
ing in South Africa.

Bettors have myriad other op-
tions. Mr. Nkwonta, for example,
was filling out a bet sheet for a fix-
ture from Finland Division B foot-
ball.

And still, gamblers continue to
bet with their hearts rather than
their minds. The single biggest bet
so far placed at William Hill in Lon-
don was $220,000 on France to win
the World Cup. France failed to
make it out of the opening round.

“You expect to take money on
every team, because [the World
Cup] is so widespread and people in
their own countries are going to be
patriotic,” said Mr. Sharpe of Wil-
liam Hill. “People were even betting
on New Zealand.”

BY WILL CONNORS
AND HANNAH KARP

People who bet on England react happily to the team scoring in the first half of its match against Germ,any at a sports-betting shop in Johannesburg on Sunday.
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European Pressphoto Agency

New Prime Minister Petr Necas answers media questions at Prague Castle.

Czech leader
is sworn in,
vows action

PRAGUE—A veteran conservative
politician, who has pledged to cut
government spending, scale back
welfare benefits and tackle corrup-
tion, was sworn in Monday as the
Czech Republic’s new prime minis-
ter, and he pledged to move swiftly
to form a government.

Petr Necas, chairman of the
right-leaning Civic Democrats, took
the oath of office Monday in a for-
mer throne room in the Prague Cas-
tle, home to the president’s office.
Mr. Necas is expected to lead a co-
alition including two smaller center-
right parties.

“We need a stable, hard-working
cabinet that will quickly deal with
the state budget,” he said.

Alarmed by the fiscal crisis in
Greece, Czech voters in May threw
their support behind parties pledg-
ing to cut government spending and
curb budget deficits. The Civic Dem-
ocrats and their two likely partners
hold a combined 118 seats in the
200-member lower house of Parlia-
ment.

The three parties have been ne-
gotiating a power-sharing deal since
early June. Mr. Necas said Monday
he hopes to have a cabinet in place
by the middle of next month that

would be able to immediately start
the work of drafting the govern-
ment’s 2011 budget.

If they manage to strike a coali-
tion agreement, the Civic Demo-
crats, Public Affairs and TOP 09 par-
ties together would have the votes
to push through sweeping changes
to the country’s pension and health-
care systems. But it is not clear how
far they will want to go.

The left-leaning Social Demo-
crats won more seats than any other
party in the May elections, though
they fell far short of a majority and
were unable to woo other parties to
share power with them. Still, those
votes for the Social Democrats indi-
cate significant support among
Czechs for leaving substantial social
protections in place.

In any event, a governing coali-
tion with 118 votes likely would be
more stable than any in the new
Czech Republic’s history. The coun-
try, once part of the former Czecho-
slovakia, became independent in
1993. Since then, Czech politics has
been characterized by shifting alli-
ances and frequent changes of gov-
ernment.

At Mr. Necas’s swearing-in cere-
mony, Czech President Vaclav Klaus
noted that in just over seven years
in office, he has appointed six prime
ministers.

BY LEOS ROUSEK
AND GORDON FAIRCLOUGH

EUROPE NEWS

Vatican appeal rejected
The U.S. Supreme Court on Mon-

day declined to review a Vatican ap-
peal to dismiss a lawsuit accusing
the Holy See of concealing alleged
sexual abuse by a Roman Catholic
priest.

The lawsuit, filed by one of the
priest’s alleged victims in 2002, ac-
cuses the Vatican and U.S. church
officials of shielding the Rev. An-
drew Ronan from allegations of sex-
ual abuse by transferring the priest
from one diocese to another—a
practice that the complaint says al-
lowed the priest to dodge his accus-

ers and abuse more children. The
lawsuit contends the Vatican is lia-
ble for negligence, because it acted
as the priest’s employer.

The Vatican had filed a motion
with the Supreme Court to dismiss
the lawsuit on the grounds that the
Holy See, as the Vatican is formally
known, is a sovereign state that is
immune to the laws of another
country.

The Supreme Court’s refusal to
review the Vatican’s motion paves
the way for the case to return to the
U.S. District Court for the District of
Oregon for review. The case is Holy
See v. John Doe, 09-1.

BY STACY MEICHTRY
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European firms increase focus on Asia
Executives adapt to working with state authorities; region’s consumers become more sophisticated and demanding

LONDON—Changes in China
are so rapid, says Laurence Bar-
ron, that he often struggles to
keep up. Since his arrival in the
country in 2004 as president of
Airbus China, he has lived though
snow storms, earthquakes, social
unrest and a deadly swine-flu out-
break, but he’s also seen dizzying
economic growth.

Mr. Barron has seen the
France-based airplane producer’s
presence mushroom. The in-ser-
vice fleet of Airbus aircraft in
China is now more than 580; at
the end of 2003, it was less than
150. The company has also set up
three joint ventures, to perform
component design work, manufac-
turing and final assembly.

Growth hasn’t always been
easy, as the company has had to
deal with the Chinese state, which
wields influence in a number of
ways, from holding stakes in Air-
bus’s Chinese partners, to running
airlines, as well as having final ap-
proval over all aircraft purchases.

“An aircraft purchase has to be
approved by the state authority so
we have to sell the aircraft
twice—to the airlines and to the
government authorities,” Mr. Bar-
ron says.

“If you want to do business
here, you have to deal with the
state,” he says. “We have to adapt
to the situation, since this is an
extremely important market for
us.”

Like Airbus, European compa-
nies have to come to grips with is-
sues like state intervention in
business as economic power shifts
eastward, according to a report to
be published Wednesday by HSBC
Holdings PLC. The study, titled
“Looking East: The Changing Face
of World Business,” assesses the
implications of the rise of Asia for
European businesses as they pur-
sue opportunities in a region rich
in political turmoil, sudden
changes but also fast growth.

According to the study—which
was conducted by the Futures
Company, a global trends research
consultancy, on behalf of
HSBC—in India alone the central

government owns 246 enterprises
in industries as diverse as nuclear
energy and prosthetics. These
companies employ a total of 1.6
million people and account for
8.3% of gross domestic product,
the study says.

The report, based on 34 inter-
views with European businesspeo-
ple, warns companies must
“weight risks and rewards accu-
rately” in a very complex business
environment. “New models of cap-
italism are emerging in which
some of the Eastern economies fo-
cus on growth while protecting
some sectors,” said Alan Keir,
group general manager and global
co-head of HSBC Commercial
Banking.

“The free-market liberal princi-
ples on which the West was built
are often in direct contrast with

methods and rules in the East,”
the report says. “New economic
models are emerging to challenge
the old business rules and Euro-
pean businesses need to be aware
that the competitive playing field
is not necessarily level.”

However, Airbus’s Mr. Barron
says all regions have their own
distinctive business cultures and
idiosyncrasies; in this respect Asia
is not unique. “A lot of the airlines
and the industry [in China] are
owned or controlled by the state.
You just have to deal with it.”

But Mr. Barron says there are
also opportunities. Unlike other
European companies that tend to
hire mostly blue-collar workers to
perform manufacturing tasks, Air-
bus has taken advantage of the
rising educational standards in
China to hire engineers, whom it

recruits from the area’s top uni-
versities. “It wouldn’t make sense
to hire expats since they are more
expensive.” he says, adding that
the Chinese employees have al-
ready developed good ideas for
the global business despite
China’s civil aviation sector being
in its infancy. According to HSBC,
educational standards in places
such as India and China have seen
major improvements thanks to
“an aggressive expansion of edu-
cational opportunities.” Foreign
universities are now allowed to
open up in India, while some of
the world’s top learning centers
are in Asia. The report cites the
Times Higher Education Supple-
ment list of the world’s top 200
universities for 2009 which in-
cludes six from China, four from
Korea and two from India. China

turns out 75,000 people with
higher degrees in engineering or
computer sciences a year and In-
dia 60,000, the report says. HSBC
says the growth in new skills in
the region is due to a “massive
growth” in investment in research
and development.

Increasingly, the report says,
innovation will come from Asia.
“The old paradigm, where the
West owned the brand, the design
and the intellectual property, then
outsourced the manufacturing and
production to the East, is shift-
ing.” To illustrate this, HSBC high-
lights how China’s Huawei Tech-
nologies Co. is the world’s No. 2
in mobile-infrastructure equip-
ment, and in 2008 was listed as
one of the world’s top innovators
by Thomson Reuters. Network
provider China Mobile Ltd., mean-
while, is among the world’s 10
biggest companies by market cap-
italization, with more than 508
million consumers.

European companies often see
Asian consumers with simplistic
eyes, HSBC’s Mr. Keir said. “But
Eastern consumers want the very
newest, top of the range plasma
TV sets. European businesses re-
ally need to understand these con-
sumers because they are located
where most of the growth will
come from,” he said.

Leonard Russell, managing di-
rector of Scotland’s Ian Macleod
Distillers Ltd, is someone who is
aware of the different tastes of
Asian consumers. In Taiwan, for
example, consumers prefer elabo-
rate packaging and dark whiskey,
so the company adapted its prod-
ucts accordingly. “We went to the
market to find out exactly what
they wanted,” Mr. Russell said.

Risks in the region, like the re-
cent antigovernment protests in
Thailand, communal tensions in
India or labor disputes in China,
are issues businesses just need to
learn how to deal with, Mr. Rus-
sell said. “You can’t forecast the
future in Asia because things
change quite rapidly. Some gov-
ernments for example are quite
opposed to alcohol consumption.
You have to know the market and
take calculated risks.”

BY JAVIER ESPINOZA

Technicians in Tianjin, China, work on the assembly of an Airbus SAS A320 last June.
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Softbank CEO goes to school in search of a successor
TOKYO—Facing a succession

problem that many technology-com-
pany founders encounter, Softbank
Corp. Chief Executive Masayoshi Son
is taking an unusual approach: start-
ing a school to groom 300 execu-
tives from inside and outside the
company, with the goal of eventually
finding a person to succeed him.

One of Japan’s most famous en-
trepreneurs, Mr. Son founded Soft-
bank 30 years ago and built the
company into Asia’s biggest Internet
group, holding stakes of at least 30%
in two of the region’s most promis-
ing Web properties: Alibaba Group
of China and Yahoo Japan Corp.
Softbank is Japan’s third-largest
wireless carrier by subscribers after
NTT DoCoMo Inc. and KDDI Corp.,
with exclusive rights to Apple Inc.’s
iPhone and iPad in Japan.

The 52-year-old Mr. Son has said
he plans to hand over control of

Softbank when he is in his 60s. His
one-fifth stake in the company has
made him the fourth-richest man in
Japan, with an estimated net worth
exceeding $5 billion.

Speaking after Softbank’s regular
annual shareholder meeting on Fri-
day, Mr. Son marked the company’s
30th anniversary by having a special
postmeeting event, where he gave a
two-hour speech laying out what he
called his “30-year vision” for the
company’s next three decades. He
said he plans to start “Softbank Aca-
demia” next month. The group of
300 executives—10% of whom will
be candidates from outside Soft-
bank—will meet every Wednesday.
“The goal is just one: Create
Masayoshi Son 2.0,” said Mr. Son.
“This is not a one- or two-month
process. We are willing to spend 10-
plus years.”

Yusuke Tsunoda, an analyst at
Tokai Tokyo Research Center, said it
is a good sign that Softbank is con-

sidering succession issues, especially
because Mr. Son is so central to the
company’s strategy.

Mr. Son is a rare rags-to-riches
story in Japan. While the speech
was about the company’s vision, Mr.
Son also spoke about the hardships
he encountered growing up poor and
struggling with his identity as a
third-generation Korean descendant
in Japan. He detailed how that expe-
rience emboldened him to leave Ja-
pan as a teenager to go to America,
where people of different races and
nationalities were common. He
pledged to return to Japan with a
“seed” for a major business so he
could provide for his family.

Softbank began as a software
publisher before expanding to pub-
lishing and eventually the Internet.

Mr. Son laid out bold targets for
the next 30 years that even he said
were “full of hot air.” Speaking in
front of thousands of shareholders
and fans, Mr. Son said he wants

Softbank to become one of the
world’s 10-biggest companies by
market capitalization by 2040, a
goal that he estimates would require
it to become a company valued at

200 trillion yen, or $2.24 trillion.
Softbank’s current market value

is 2.679 trillion yen, or about $30
billion. It plans to take stakes of be-
tween 20% and 40% in some 5,000
affiliated companies by 2040, from
about 800 such partnerships now.

“This may just be me running my
big mouth, but I am seriously pursu-
ing this,” said Mr. Son. “And most of
the things I’ve committed to doing
in the past, I’ve made happen.”

Laying out a broad management
philosophy, Mr. Son said Softbank
isn’t wedded to any single technol-
ogy or any single business model.
The only common goal, he said, is to
foster an “information revolution.”

He foresees everything from eye-
glasses to sneakers being connected
to the Web. Glasses, he said, could
accurately translate foreign lan-
guages in real time and then display
what a person speaking a different
language was saying with subtitles
on the lenses.

BY DAISUKE WAKABAYASHI

Softbank CEO Masayoshi Son
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Economic distemper imperils Democrats
BY GERALD F. SEIB

Politically
speaking, the
Democrats’
problem at the
moment is pretty
simple: Confidence

in the economy has slumped, and
at exactly the wrong time in the
election calendar.

Blame it on Greece.
For Democrats’ prospects to

improve in November’s midterm
elections, this is about the time
voters would have to start feeling
better about the economy’s
recovery under Democratic
stewardship. And for a while this
spring, it seemed that was starting
to happen.

Not now. And, let’s face it: It’s
still the economy, stupid, that
matters.

Look inside the latest Wall
Street Journal/NBC News poll to
see the picture. Americans actually
are feeling a little better about this
year’s big health-care overhaul
legislation, which Republicans
thought would be the Democrats’
Achilles’ heel this year. The share
of Americans who think the bill
was a good idea has ticked up
steadily through the year, and a
slight majority of voters now say
they’d be more likely to vote for a
Democrat who argues for giving
the plan time to work rather than

a Republican who wants to repeal
it.

So Democrats are getting about
the best they could hope for on
health. But they’re getting less
than they expected on the
economic outlook.

In just one month’s time,
between May and June, the share
of Americans who say the economy
will get better over the next 12
months fell to 33% from 40%. Last
September, the share was even
higher, 47%. In other words, even
as the U.S. has technically been
exiting the recession, optimism
about the economy has
declined—and the decline has
become much more pronounced
lately.

President Barack Obama is
paying a price for this. Those who
disapprove of his handling of the
economy ticked up to 50% this
month, from 46% in May. That’s a
big reason—likely the main
reason—the Journal/NBC News
poll found in June, for the first
time, more people disapproving
than approving of Mr. Obama’s
overall job performance. (Former
President George W. Bush still is
seen as slightly more responsible
for current conditions.)

This is striking in part because
confidence in Mr. Obama’s
handling of the economy actually
rose between January and May of
this year. If you’re looking for a
cause of this early-summer
downer, the lovely nation of Greece
would be a good place to start.

Just about the time Americans
seemed ready to allow themselves
to feel a bit better about economic
recovery this spring, the shadow of
a debt meltdown in Greece, which
might spread across Europe, began
creeping over the landscape.

On April 27, Standard & Poor’s
Ratings Services downgraded
Greece’s debt to “junk” territory.
The Dow Jones Industrial Average,
which had climbed above 11,000,
fell 213.04 points, and now hovers
in the 10,000-point range. There
followed some disappointing job-
creation numbers in the U.S.

Average Americans certainly
don’t spend a lot of time worrying
about Greece’s bond rating, or the
status of sovereign debt in the
Euro zone. But they can sense fear
in the air, and this spring brought
a whiff of fear that a nascent
recovery might be cut short
because of international economic
woes. It seems likely we’re now
seeing the direct and logical
reaction to that change in
psychology.

Yet the real dilemma for the
Obama administration and the
Democrats may lie in what
Americans seem to perceive as a
root of economic woes. They are
concerned about sagging economic
performance and job creation, but
seem to have decided that
spending and deficits are the
cause, or at least a cause, of the
problem. When voters were asked
this month which attribute of a
congressional candidate would

make them enthusiastic about that
candidate, support for cutting
federal spending came out atop the
list.

Now, if you believe that a
gentleman named John Maynard
Keynes knew something about
economics, you’d argue that this is
exactly the wrong time to make
deficit-cutting a top priority—not
when government spending might

be needed to speed the economy
over the big recession hump once
and for all.

And Democrats, of course, are
more likely to buy that notion than
are Republicans. So Democrats are
in the uncomfortable position of
seeing voters souring on the
economy, while also growing
skeptical about one of their
prescriptions for curing it.

[ Capital Journal ]

The mood Opposite reactions
Findings from the latest WSJ/NBC news poll

Source: WSJ/NBC News telephone polls; margin or error for June 2010 full sample: +/–3.1
percentage points

Feelings about the health
overhaul are improving…

Was Barack Obama’s health plan
passed by Congress a good idea
or bad idea?

Precisely as feelings about the
economy are declining…

Over the next 12 months, will the
economy get better or worse?

46%

22%

29%

Year ago

33%

23%

43%

Now

During the next 12 months,
the economy will:

Get
better

Stay about
the same

Get
worse

0

25

50

75

100%

June
Good idea

Jan.

’092008 ’10

Things in the nation are:

Headed in the
right direction

On the
wrong track 62%

29%

June Jan.

33%
41%

40%
33%

Better

Longest-serving U.S. senator,
West Virginia’s Byrd, is dead

Robert Byrd, the West Virginia
Democrat who served in the U.S.
Senate for 51 years, died Monday at
the age of 92.

A family spokesman said Mr.
Byrd died peacefully at about 3 a.m.
at Inova Hospital in Fairfax, Va. He
had been in failing health for sev-
eral years.

A master of Senate procedures
and orator whose Stentorian tones
aimed to evoke the roots of the re-
public (if not Rome), Mr. Byrd
served longer, voted more fre-
quently, and probably used the ar-
cane Senate rules to more effect
than any previous denizen of the na-
tion’s upper legislative house.

Mr. Byrd inhabited numerous
roles in a life that took him from a
childhood in the coalfields of West
Virginia to Senate majority leader.
In his early years, he was a gas-sta-
tion attendant, a welder, a self-
taught butcher, then a West Virginia
state legislator.

After he was elected to the
House of Representatives in 1952,
his political positions veered widely
between the now almost extinct
Southern conservative Democrats of
mid-century to that of the more
conventional liberal of today. But his
reputation never rested on ideology.

Most salient were his two lead-
ing Washington roles.

First was the self-appointed
champion of the Constitution, bran-
dishing his breast-pocket copy of
the government’s foundational doc-

ument on the Senate floor while in-
veighing against usurpation of the
Senate’s powers by the executive
branch.

Second was the crafty legislative
pro with one hand in the pork bar-
rel, the Democratic majority leader
and Appropriations committee
chairman who managed to slip into
legislation so many programs bene-
fiting his state that more than 30
federally funded buildings were
named after him.

A senator starting in 1959, Mr.
Byrd at first voted the conservative
Southern Democratic line. He
strongly opposed the Civil Rights
Act of 1964 and the Voting Rights
Act of 1965.

Yet by the late 1970s, when he

Sen. Robert Byrd in 2006.
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was first elected Senate majority
leader, the onetime kleagle in the Ku
Klux Klan had moderated his posi-
tion on social issues.

When Mr. Byrd voted against
measures authorizing both the Gulf
War in 1990 and the invasion of Iraq
in 2002, it was on the grounds that
the Senate was giving up its consti-
tutional power to declare war.

Residents of West Virginia rarely
wavered in their support for Mr.
Byrd. In 1970, he became the first
politician to ever carry all of the
state’s 55 counties in an election.

Mr. Byrd fostered a reputation
for legislative persistence and
knowledge of Senate rules. In a
closely fought 1971 race, he beat
Sen. Edward Kennedy for the posi-
tion of majority whip. He became
majority leader in 1977, and helped
push through President Jimmy
Carter’s energy package.

During the past decade, Mr. Byrd
was among the most strident of the
Bush administration’s critics, re-
peatedly warning the president to
read the Constitution or face im-
peachment himself.

Shortly after the 2008 election,
facing rumblings over his age in the
face of an economic crisis, Mr. Byrd
announced he was stepping down
after a decade as chairman of the
Appropriations Committee.

“West Virginia has always had
four friends,” Mr. Byrd said after
winning re-election in 2000. “God
Almighty, Sears Roebuck, Carter’s
Liver Pills and Robert C. Byrd.”

—The Associated Press
contributed to this article.
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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 352.75 -7.75 -2.15% 705.00 346.00
Soybeans (cents/bu.) CBOT 918.50 6.50 0.71% 1,555.00 809.75
Wheat (cents/bu.) CBOT 465.00 -6.00 -1.27 762.75 442.50
Live cattle (cents/lb.) CME 89.675 0.300 0.34 95.575 83.500
Cocoa ($/ton) ICE-US 3,138 25 0.80 3,522 2,237
Coffee (cents/lb.) ICE-US 168.10 -0.80 -0.47 180.95 121.75
Sugar (cents/lb.) ICE-US 15.82 -0.57 -3.48 22.78 11.79
Cotton (cents/lb.) ICE-US 78.45 -0.46 -0.58 100.50 53.87
Crude palm oil (ringgit/ton) MDEX 2,400.00 16 0.67 2,725 1,665
Cocoa (pounds/ton) LIFFE 2,574 20 0.78 2,608 1,585
Robusta coffee ($/ton) LIFFE 1,710 19 1.12 1,728 1,282

Copper (cents/lb.) COMEX 308.95 -2.15 -0.69 366.70 166.00
Gold ($/troy oz.) COMEX 1238.60 -17.60 -1.40 1,266.50 800.00
Silver (cents/troy oz.) COMEX 1871.80 -43.40 -2.27 1,986.50 1,338.00
Aluminum ($/ton) LME 2,021.00 44.00 2.23 2,481.50 1,564.50
Tin ($/ton) LME 18,175.00 175.00 0.97 19,175.00 12,320.00
Copper ($/ton) LME 6,825.50 190.50 2.87 7,970.00 4,820.00
Lead ($/ton) LME 1,847.50 27.50 1.51 2,615.00 1,580.00
Zinc ($/ton) LME 1,884.50 49.50 2.70 2,659.00 1,490.00
Nickel ($/ton) LME 20,350 900 4.63 27,590 14,405

Crude oil ($/bbl.) NYMEX 78.25 -0.61 -0.77 132.70 54.69
Heating oil ($/gal.) NYMEX 2.1171 -0.0163 -0.76 3.3990 1.4525
RBOB gasoline ($/gal.) NYMEX 2.1302 -0.0286 -1.32 2.4410 1.6910
Natural gas ($/mmBtu) NYMEX 4.772 -0.171 -3.46 10.810 4.140
Brent crude ($/bbl.) ICE-EU 77.59 -0.53 -0.68 91.41 56.40
Gas oil ($/ton) ICE-EU 672.50 5.75 0.86 755.00 499.00

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

Currencies London close on June 28
Per In

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

Argentina peso-a 4.8510 0.2061 3.9330 0.2543
Brazil real 2.1936 0.4559 1.7785 0.5623
Canada dollar 1.2756 0.7839 1.0343 0.9669

1-mo. forward 1.2759 0.7838 1.0344 0.9667
3-mos. forward 1.2765 0.7834 1.0349 0.9662
6-mos. forward 1.2779 0.7825 1.0361 0.9652

Chile peso 662.52 0.001509 537.15 0.001862
Colombia peso 2341.24 0.0004271 1898.20 0.0005268
Ecuador US dollar-f 1.2334 0.8108 1 1
Mexico peso-a 15.5986 0.0641 12.6468 0.0791
Peru sol 3.4862 0.2868 2.8265 0.3538
Uruguay peso-e 25.840 0.0387 20.950 0.0477
U.S. dollar 1.2334 0.8108 1 1
Venezuela bolivar 5.30 0.188785 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.4119 0.7082 1.1448 0.8736
China yuan 8.3823 0.1193 6.7961 0.1471
Hong Kong dollar 9.5998 0.1042 7.7832 0.1285
India rupee 56.9892 0.0175 46.2050 0.0216
Indonesia rupiah 11125 0.0000899 9020 0.0001109
Japan yen 110.07 0.009085 89.25 0.011205

1-mo. forward 110.03 0.009089 89.20 0.011210
3-mos. forward 109.91 0.009098 89.11 0.011222
6-mos. forward 109.72 0.009114 88.95 0.011242

Malaysia ringgit-c 3.9728 0.2517 3.2210 0.3105
New Zealand dollar 1.7411 0.5743 1.4116 0.7084
Pakistan rupee 105.394 0.0095 85.450 0.0117
Philippines peso 57.248 0.0175 46.415 0.0215
Singapore dollar 1.7118 0.5842 1.3879 0.7205
South Korea won 1483.90 0.0006739 1203.10 0.0008312
Taiwan dollar 39.537 0.02529 32.055 0.03120
Thailand baht 39.931 0.02504 32.375 0.03089

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

Euro zone euro 1 1 0.8108 1.2334
1-mo. forward 0.9998 1.0002 0.8106 1.2336
3-mos. forward 0.9995 1.0005 0.8103 1.2341
6-mos. forward 0.9989 1.0011 0.8099 1.2347

Czech Rep. koruna-b 25.736 0.0389 20.866 0.0479
Denmark krone 7.4453 0.1343 6.0364 0.1657
Hungary forint 286.15 0.003495 232.00 0.004310
Norway krone 7.9049 0.1265 6.4090 0.1560
Poland zloty 4.1394 0.2416 3.3561 0.2980
Russia ruble-d 38.234 0.02616 30.999 0.03226
Sweden krona 9.5259 0.1050 7.7233 0.1295
Switzerland franc 1.3361 0.7484 1.0833 0.9231

1-mo. forward 1.3355 0.7488 1.0828 0.9235
3-mos. forward 1.3337 0.7498 1.0814 0.9248
6-mos. forward 1.3306 0.7515 1.0788 0.9269

Turkey lira 1.9382 0.5159 1.5715 0.6364
U.K. pound 0.8161 1.2254 0.6616 1.5114

1-mo. forward 0.8161 1.2254 0.6616 1.5114
3-mos. forward 0.8161 1.2254 0.6616 1.5114
6-mos. forward 0.8161 1.2253 0.6617 1.5112

MIDDLE EAST/AFRICA
Bahrain dinar 0.4650 2.1506 0.3770 2.6526
Egypt pound-a 7.0155 0.1425 5.6879 0.1758
Israel shekel 4.7868 0.2089 3.8810 0.2577
Jordan dinar 0.8742 1.1439 0.7088 1.4109
Kuwait dinar 0.3577 2.7953 0.2901 3.4477
Lebanon pound 1851.33 0.0005401 1501.00 0.0006662
Saudi Arabia riyal 4.6257 0.2162 3.7504 0.2666
South Africa rand 9.3169 0.1073 7.5539 0.1324
United Arab dirham 4.5301 0.2207 3.6729 0.2723

SDR -f 0.8336 1.1996 0.6759 1.4796

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 600 251.36 3.03 1.22% -0.7% 20.8%

14 Stoxx Europe 50 2431.08 31.84 1.33 -5.7 14.4

27 Euro Zone Euro Stoxx 255.48 3.37 1.34 -7.0 13.4

14 Euro Stoxx 50 2668.67 39.42 1.50 -10.0 9.5

15 Austria ATX 2389.51 37.46 1.59 -4.2 13.3

8 Belgium Bel-20 2461.96 20.31 0.83 -2.0 20.8

11 Czech Republic PX 1134.2 3.6 0.32 1.5 27.2

22 Denmark OMX Copenhagen 377.24 1.02 0.27 19.5 39.1

15 Finland OMX Helsinki 6433.56 13.84 0.22 -0.3 12.5

14 France CAC-40 3576.45 56.72 1.61 -9.1 12.0

12 Germany DAX 6157.22 86.62 1.43 3.4 26.0

... Hungary BUX 20881.87 38.08 0.18 -1.6 32.3

19 Ireland ISEQ 2990.82 44.85 1.52 0.5 9.8

13 Italy FTSE MIB 20130.61 168.87 0.85 -13.4 5.4

19 Netherlands AEX 330.46 4.47 1.37 -1.5 28.0

11 Norway All-Shares 396.93 2.42 0.61 -5.5 18.7

17 Poland WIG 40372.92 -3.92 -0.01% 1.0 32.3

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

12 Portugal PSI 20 7214.37 -4.73 -0.07 -14.8 2.1

... Russia RTSI 1403.42 15.76 1.14% -1.6 47.5

9 Spain IBEX 35 9688.5 153.5 1.61 -18.9 -1.6

15 Sweden OMX Stockholm 319.99 1.22 0.38 6.8 29.3

15 Switzerland SMI 6311.15 35.80 0.57 -3.6 15.9

... Turkey ISE National 100 56433.12 568.88 1.02 6.8 53.2

11 U.K. FTSE 100 5071.68 25.21 0.50 -6.3 18.1

3 ASIA-PACIFIC DJ Asia-Pacific 119.33 0.01 0.01 -3.0 13.4

... Australia SPX/ASX 200 4384.55 -28.45 -0.64% -10.0 12.8

... China CBN 600 22735.35 -209.06 -0.91 -21.7 -10.3

15 Hong Kong Hang Seng 20726.68 35.89 0.17 -5.2 11.9

17 India Sensex 17774.26 199.73 1.14 1.8 20.2

... Japan Nikkei Stock Average 9693.94 -43.54 -0.45 -8.1 -0.9

... Singapore Straits Times 2869.99 18.35 0.64 -1.0 23.9

11 South Korea Kospi 1732.03 2.19 0.13 2.9 24.7

14 AMERICAS DJ Americas 288.40 0.10 0.03 -2.7 19.3

... Brazil Bovespa 64404.37 -419.46 -0.65 -6.1 23.5

16 Mexico IPC 32578.09 -29.04 -0.09 1.4 33.1

*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 1.1448 1.7302 1.0567 0.1482 0.0369 0.1786 0.0128 0.2950 1.4119 0.1896 1.1068 ...

Canada 1.0343 1.5632 0.9547 0.1339 0.0334 0.1614 0.0116 0.2665 1.2756 0.1713 ... 0.9035

Denmark 6.0364 9.1234 5.5722 0.7816 0.1947 0.9419 0.0676 1.5554 7.4453 ... 5.8365 5.2731

Euro 0.8108 1.2254 0.7484 0.1050 0.0262 0.1265 0.0091 0.2089 ... 0.1343 0.7839 0.7082

Israel 3.8810 5.8657 3.5826 0.5025 0.1252 0.6056 0.0435 ... 4.7868 0.6429 3.7525 3.3902

Japan 89.2450 134.8849 82.3825 11.5553 2.8790 13.9249 ... 22.9954 110.0748 14.7845 86.2896 77.9600

Norway 6.4090 9.6866 5.9162 0.8298 0.2068 ... 0.0718 1.6514 7.9049 1.0617 6.1968 5.5986

Russia 30.9985 46.8511 28.6149 4.0136 ... 4.8367 0.3473 7.9872 38.2335 5.1353 29.9720 27.0787

Sweden 7.7233 11.6730 7.1294 ... 0.2492 1.2051 0.0865 1.9900 9.5259 1.2795 7.4675 6.7467

Switzerland 1.0833 1.6373 ... 0.1403 0.0349 0.1690 0.0121 0.2791 1.3361 0.1795 1.0474 0.9463

U.K. 0.6616 ... 0.6108 0.0857 0.0213 0.1032 0.0074 0.1705 0.8161 0.1096 0.6397 0.5780

U.S. ... 1.5114 0.9231 0.1295 0.0323 0.1560 0.0112 0.2577 1.2334 0.1657 0.9669 0.8735

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of June 28, 2010

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.50% 17 ALL COUNTRY (AC) WORLD* 277.93 0.29% -7.2% 12.7%

2.50 17 World (Developed Markets) 1,079.52 0.27 -7.6 11.3

2.40 17 World ex-EMU 129.78 0.17 -5.0 14.1

2.40 17 World ex-UK 1,082.63 0.19 -6.9 11.9

3.10 18 EAFE 1,382.04 0.97 -12.6 4.9

2.20 15 Emerging Markets (EM) 947.56 0.48 -4.2 22.6

3.50 15 EUROPE 86.11 -0.58 -2.5 18.4

3.80 15 EMU 141.75 0.87 -21.4 -4.0

3.50 16 Europe ex-UK 92.86 -0.47 -3.9 16.8

4.70 12 Europe Value 91.48 -0.65 -8.0 11.9

2.40 18 Europe Growth 78.50 -0.53 3.1 24.9

2.30 25 Europe Small Cap 165.50 -0.60 5.3 31.9

2.40 10 EM Europe 295.50 -0.90 6.1 34.5

3.60 13 UK 1,494.97 -1.06 -7.0 13.9

2.90 20 Nordic Countries 149.12 -0.30 9.4 30.8

1.90 9 Russia 701.93 -1.44 -6.0 11.1

2.30 21 South Africa 710.25 0.06 0.4 15.0

2.70 17 AC ASIA PACIFIC EX-JAPAN 392.39 1.18 -5.8 22.0

1.80 41 Japan 537.33 -1.43 -5.5 -3.6

2.40 16 China 61.65 -0.56 -4.9 15.8

1.00 20 India 713.69 -0.95 0.9 24.4

1.30 13 Korea 489.75 -0.76 1.9 28.7

2.70 23 Taiwan 264.72 -1.41 -10.5 5.1

1.90 19 US BROAD MARKET 1,206.64 -0.47 -2.5 19.3

1.20 408 US Small Cap 1,730.13 -1.59 3.5 31.8

2.50 15 EM LATIN AMERICA 3,874.38 -1.46 -5.9 27.3

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

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

Dow Jones Indexes
Price-to-

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

2.42% 8 Global TSM 2187.35 0.39% 14.9%

2.34 17 Global Dow 1359.40 0.04% 23.5% 1780.51 0.38 8.4

3.06 14 Global Titans 50 166.10 0.42 20.5 153.00 0.75 5.7

3.48 15 Europe TSM 2287.74 1.52 6.5

2.48 66 Developed Markets TSM 2112.04 0.37 13.6

1.96 1 Emerging Markets TSM 4002.06 0.55 26.4

3.44 17 Africa 50 873.70 -0.14 24.2 683.88 0.19 9.0

6.93 5 BRIC 50 484.30 0.23 37.8 569.41 0.56 20.9

3.35 56 GCC 40 547.70 -0.61 7.3 428.75 -0.28 -5.9

1.90 18 U.S. TSM 11139.72 0.02 18.4

3.29 29 Kuwait Titans 30 -c 182.43 -0.51 -19.5

0.07 RusIndex Titans 10 -c 3388.10 0.92 50.6 5368.13 0.91 31.2

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

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

2.43% 11 Turkey Titans 20 -c 613.50 1.34% 75.1% 682.76 1.12% 56.6%

5.53 13 Global Select Div -d 173.30 0.46 37.6 182.87 0.79 20.7

6.15 14 Asia/Pacific Select Div -d 251.29 0.22 17.6

4.22 14 U.S. Select Dividend -d 316.79 0.50 23.5

2.27 15 Islamic Market 1843.34 0.39 13.5

2.63 13 Islamic Market 100 1798.40 0.25 21.4 1898.17 0.58 6.5

4.26 11 Islamic Turkey -c 1550.20 1.04 45.9 2962.20 0.82 30.6

2.85 13 Sustainability 867.20 0.69 25.8 903.00 1.02 10.4

4.57 16 Brookfield Infrastructure 1655.70 0.52 36.4 1946.73 0.86 19.7

1.17 25 Luxury 1037.10 0.93 50.6 1084.40 1.27 32.1

2.28 8 UAE Select Index 224.05 -2.42 -4.3

DJ-UBS Commodity 143.10 -0.79 17.0 128.16 -0.46 2.7

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

GLOBAL MARKETS LINEUP
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U.S. NEWS

Court rules in favor of gun rights
Justices say bearing arms is fundamental to American freedom; Stevens, in dissent, predicts ‘confusion, upheaval’

WASHINGTON—The U.S. Su-
preme Court ruled for the first time
that gun possession is fundamental
to American freedom, giving federal
judges the power to strike down
state and local weapons laws for vi-
olating the Second Amendment to
the Constitution.

In a 5-4 ruling Monday, the court
held that the Second Amendment’s
right to keep and bear arms is a fun-
damental right that binds states.

“Self defense is a basic right, rec-
ognized by many legal systems from
ancient times to the present day,”
wrote Justice Samuel Alito. He was
joined in reaching the result by
Chief Justice John Roberts and jus-
tices Anthony Kennedy, Antonin
Scalia and Clarence Thomas.

In 2008, the Supreme Court
struck down a handgun ban in the
District of Columbia, a federal en-
clave. Justice Alito’s opinion said
that ruling “unmistakably” required
the court likewise to overturn laws
in Chicago and its suburb of Oak
Park, Ill., that limited handgun pos-
session.

Justice Thomas agreed with the
majority on the result but wrote a
concurrence offering different con-
stitutional logic for viewing the
right to bear arms as a fundamental
right.

As it did in 2008, the court’s ma-
jority cautioned that the right to
keep and bear arms is not “a right
to keep and carry any weapon what-
soever in any manner whatsoever
and for whatever purpose.”

Justice Alito wrote that despite
“doomsday proclamations,” the rul-
ing “does not imperil every law reg-
ulating firearms.”

The Supreme Court’s ruling is
likely to lead to years of litigation
across the country as lower courts

decide how far the right to bear
arms extends and which restrictions
are unconstitutional.

Justice John Paul Stevens, in dis-
sent, said the 2008 ruling has al-
ready triggered a “tsunami of legal
uncertainty.” He predicted more
“confusion, upheaval and burden on
the states.”

Wayne LaPierre, executive vice
president of the National Rifle Asso-
ciation, said: “The NRA has to make
sure this is not a hollow victory that
is nullified by a byzantine labyrinth

of regulations and laws.”
Mr. LaPierre, whose group favors

gun rights, criticized restrictions
that Washington, D.C., put in place
after the 2008 Supreme Court deci-
sion. Those restrictions have in-
cluded a registration process and
fees that Mr. LaPierre said can dou-
ble the cost of some firearms.

Paul Helmke, president of the
Brady Campaign to Prevent Gun Vio-
lence, said the ruling “does not pre-
vent our elected representatives
from enacting common-sense gun

laws to protect our communities
from gun violence.” Mr. Helmke’s
group favors stricter gun-control
laws.

He predicted that legal chal-
lenges to gun laws less restrictive
than those in Chicago “will continue
to fail.”

The legal question before the
court had much to do with questions
of constitutional history. Before the
Civil War, courts held that the Bill of
Rights applied only to the federal
government. After the Union victory,

the Reconstruction amendments
were adopted to elevate individual
rights over state powers and cement
the federal role in enforcing them.

The Supreme Court has subse-
quently held that many constitu-
tional rights considered fundamen-
tal to American principles of liberty
override state laws. However, more
technical provisions—such as the
Fifth Amendment requirement that
grand juries approve criminal indict-
ments—apply only to the federal
government and don’t necessarily
bind states.

Monday’s ruling elevates the
Second Amendment right to bear
arms to the status of a fundamental
right that states can’t abridge.

“It is clear that the framers and
ratifiers of the Fourteenth Amend-
ment counted the right to keep and
bear arms among those fundamental
rights necessary to our system of
ordered liberty,” wrote Justice Alito.

Justice Stephen Breyer, in a dis-
sent joined by justices Ruth Bader
Ginsburg and Sonia Sotomayor, said
the majority ruling misinterpreted
history. “[N]othing in 18th-, 19th-,
20th-, or 21st-century history shows
a consensus that the right to private
armed self-defense…is ‘deeply
rooted in this nation’s history or
tradition’ or is otherwise ‘funda-
mental,’ ” Justice Breyer wrote.

Justice Stevens, who served his
last day at the court Monday, dis-
sented separately.

“Recognizing a new liberty right
is a momentous step,” he wrote. He
said he would have proceeded more
cautiously and given more leeway to
local governments. “[T]his is a
quintessential area in which federal-
ism ought to be allowed to flourish
without this court’s meddling,” he
wrote.

—Gary Fields
contributed to this article.

BY NATHAN KOPPEL

Brent Willard helps a customer at a Wichita, Kan., gun shop in 2008. Monday’s gun-possession ruling by the Supreme
Court follows a 2008 ruling in which the court struck down a handgun ban in the District of Columbia.
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Supreme Court adjusts
Sarbanes-Oxley board

The Supreme Court ordered a
technical change Monday to the Sar-
banes-Oxley accounting rules, but
left the broader law intact.

That means big U.S. companies
will have to continue complying
with the 2002 law—passed in the
wake of several accounting scan-
dals—which they have long criti-
cized as overly burdensome.

The high court, in a 5-4 opinion
by Chief Justice John Roberts, found
that it was too difficult for the pres-
ident to remove members of the
Public Company Accounting Over-
sight Board, and gave the U.S. Secu-
rities and Exchange Commission the
power to remove board members at
will.

Previously, the SEC could remove
members only for cause.

Congress had given the five-
member board broad regulatory au-
thority over accounting firms that
audit publicly traded companies.

Chief Justice Roberts said the
structure of the accounting board
violated constitutional separation-
of-powers principles because it was
too difficult for the president to re-
move board members.

“The president cannot take care
that the laws be faithfully executed
if he cannot oversee the faithfulness
of the officers who execute them,”
Chief Justice Roberts wrote.

The court, however, refused to
strike down the accounting board in
its entirety. Chief Justice Roberts
said Sarbanes-Oxley “remains fully
operative as a law.”

The ruling keeps largely intact a
system that removed self-regulation
by auditors and improved the re-
porting of financial information. It
makes it unlikely that Congress will
re-examine the full Sarbanes-Oxley
legislation, as some opponents of
the law had hoped.

In terms of changing the way
companies operate, “essentially this
is a non-event,” said Charles Elson,
a director at HealthSouth Corp. and
director of the John L. Weinberg
Center for Corporate Governance at
the University of Delaware.

The court’s ruling fell along the
court’s ideological fault lines, with
the conservatives in the majority
and the liberal justices in dissent.

The case is Free Enterprise Fund
v. Public Company Accounting Over-
sight Board, 08-861.

—David Reilly
contributed to this article.

BY ERIN WHITE
AND BRENT KENDALL
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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 1.26 98.77% 0.01% 1.42 0.75 1.05

Eur. High Volatility: 13/1 1.82 96.27 0.01 2.16 1.11 1.52

Europe Crossover: 13/1 5.47 98.13 0.05 6.44 3.95 5.00

Asia ex-Japan IG: 13/1 1.37 98.30 0.01 1.72 0.87 1.18

Japan: 13/1 1.35 98.30 0.01 1.76 0.85 1.21

Note: Data as of June 25

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

In percentage points
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Source: Markit Group

Behind Asia's deals: Bank revenue rankings, Japan
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

Nomura $374 20.1% 70% 14% 15% ...

Mizuho 325 17.5 54 21 13 13%

Sumitomo Mitsui Banking Corp 244 13.2 71 10 6 13

Goldman Sachs 143 7.7 74 3 23 ...

Mitsubishi UFJ Financial Group 143 7.7 39 24 15 22

Daiwa Capital Markets 141 7.6 59 25 16 ...

Citi 124 6.7 57 4 37 1

Bank of America Merrill Lynch 76 4.1 54 12 33 2

Deutsche Bank 37 2.0 56 20 24 ...

Source: Dealogic

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

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

Event Driven 0.33 0.84 -1.2 1.1 9.9

Equity Long/Short -0.89 1.43 -2.9 0.2 4.3

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

Tracking
credit
markets �
dealmakers

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

WSJ.com

Dow Jones Industrial Average P/E: 15
LAST: 10138.52 t 5.29, or 0.05%

YEAR TO DATE: t 289.53, or 2.8%

OVER 52 WEEKS s 1,609.14, or 18.9%

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

Previous
close, in STOCK PERFORMANCE

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

BNP Paribas France Banks 4,947,050 47.01 3.62% -15.9% 1.9%

L.M. Ericsson Telephone Series B Sweden Communications Technology 13,777,721 87.10 3.02 32.2 14.3

BASF SE Germany Commodity Chemicals 3,665,365 47.55 3.00 9.4 63.3

Daimler AG Germany Automobiles 4,214,508 43.24 2.92 16.1 64.3

ING Groep Netherlands Life Insurance 20,387,442 6.62 2.80 -4.1 18.7

Tesco U.K. Food Retailers & Wholesalers 23,872,985 393.85 -1.20% -8.0 10.0

UBS Switzerland Banks 12,333,959 15.08 -0.59 -6.0 13.1

Diageo U.K. Distillers & Vintners 2,664,675 1,064 -0.56 -1.8 19.8

HSBC Holdings U.K. Banks 21,607,871 639.00 -0.44 -9.8 25.0

Intesa Sanpaolo Italy Banks 121,532,436 2.32 -0.43 -26.3 0.2

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

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

ArcelorMittal 6,658,763 24.32 2.68% -24.4% 1.3%
France (Iron & Steel)
AXA 5,406,909 13.44 2.36 -18.7 -1.2
France (Full Line Insurance)
Anglo American 2,793,222 2,531 2.24 -6.7 39.6
U.K. (General Mining)
Banco Santander 31,580,949 9.06 2.13 -21.5 5.4
Spain (Banks)
Rio Tinto 4,001,962 3,256 2.10 -4.0 51.2
U.K. (General Mining)
Banco Bilbao Vizcaya Argentaria 20,527,558 9.00 2.10 -29.3 -0.3
Spain (Banks)
Deutsche Bank 3,893,349 48.01 1.92 -2.9 7.9
Germany (Banks)
Siemens 2,497,178 76.50 1.84 19.1 51.8
Germany (Diversified Industrials)
Sanofi-Aventis 3,085,132 49.90 1.80 -9.4 20.4
France (Pharmaceuticals)
Deutsche Telekom 14,708,882 9.90 1.61 -3.8 17.3
Germany (Mobile Telecommunications)
Allianz SE 1,402,766 83.30 1.57 -4.4 27.5
Germany (Full Line Insurance)
Assicurazioni Generali 6,335,957 14.93 1.50 -20.7 0.7
Italy (Full Line Insurance)
Barclays 45,755,440 285.35 1.48 3.4 2.0
U.K. (Banks)
Bayer AG 2,253,808 47.84 1.39 -14.5 24.2
Germany (Specialty Chemicals)
Telefonica 15,691,563 15.93 1.37 -18.4 -2.0
Spain (Fixed Line Telecommunications)
Royal Dutch Shell A 6,132,508 21.64 1.36 2.6 19.5
U.K. (Integrated Oil & Gas)
Vodafone Group 76,868,132 146.00 1.35 1.6 24.1
U.K. (Mobile Telecommunications)
Unilever 4,034,596 23.06 1.34 1.4 31.1
Netherlands (Food Products)
ENI 12,685,390 15.70 1.29 -11.8 -6.8
Italy (Integrated Oil & Gas)
Nestle S.A. 5,306,328 52.85 1.25 5.3 28.5
Switzerland (Food Products)

Latest,
in local STOCK PERFORMANCE

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

BP PLC 66,787,558 308.25 1.20% -48.6% -36.1%
U.K. (Integrated Oil & Gas)
Credit Suisse Group 6,117,669 42.68 1.14 -16.6 -13.6
Switzerland (Banks)
Societe Generale 3,871,513 36.13 0.98 -26.2 -4.2
France (Banks)
British American Tobacco 3,833,350 2,147 0.82 6.4 27.2
U.K. (Tobacco)
BHP Billiton 6,348,089 1,882 0.78 -5.7 37.2
U.K. (General Mining)
France Telecom 10,433,488 14.79 0.72 -15.1 -10.1
France (Fixed Line Telecommunications)
Total S.A. 5,280,464 38.13 0.66 -15.3 -2.2
France (Integrated Oil & Gas)
ABB Ltd. 6,024,692 20.02 0.65 0.4 18.6
Switzerland (Industrial Machinery)
SAP AG 2,588,080 37.35 0.59 13.2 29.8
Germany (Software)
GDF Suez 4,219,847 24.47 0.39 -19.2 -9.1
France (Multiutilities)
E.ON AG 6,068,750 22.98 0.28 -21.4 -11.1
Germany (Multiutilities)
Nokia 20,877,094 6.80 0.22 -23.8 -36.7
Finland (Telecommunications Equipment)
Iberdrola 41,741,356 4.95 0.18 -25.9 -15.0
Spain (Conventional Electricity)
Novartis 3,814,439 53.20 ... -5.8 19.8
Switzerland (Pharmaceuticals)
RWE AG 1,774,639 55.08 -0.13 -19.0 -3.2
Germany (Multiutilities)
Roche Holding 1,272,612 154.20 -0.13 -12.3 3.5
Switzerland (Pharmaceuticals)
GlaxoSmithKline 9,098,842 1,144 -0.13 -13.3 7.1
U.K. (Pharmaceuticals)
Astrazeneca 2,794,251 2,962 -0.15 1.8 9.8
U.K. (Pharmaceuticals)
UniCredit 489,554,954 1.93 -0.21 -13.6 12.0
Italy (Banks)
BG Group 4,720,586 1,046 -0.43 -6.8 0.8
U.K. (Integrated Oil & Gas)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 20.3 $24.96 0.17 0.69%
Alcoa AA 18.5 11.02 –0.21 –1.87
AmExpress AXP 8.2 42.12 –0.55 –1.29
BankAm BAC 107.7 15.23 –0.19 –1.23
Boeing BA 4.6 67.29 –1.48 –2.15
Caterpillar CAT 6.5 64.41 –0.30 –0.47
Chevron CVX 10.1 69.92 –0.14 –0.20
CiscoSys CSCO 42.5 22.42 0.24 1.07
CocaCola KO 11.0 51.08 0.82 1.63
Disney DIS 7.5 33.20 –0.28 –0.84
DuPont DD 5.0 36.19 –0.47 –1.28
ExxonMobil XOM 39.3 58.48 –0.62 –1.05
GenElec GE 56.7 15.00 0.09 0.60
HewlettPk HPQ 12.5 46.07 0.15 0.33
HomeDpt HD 14.7 29.59 –0.61 –2.02
Intel INTC 52.7 20.36 0.33 1.63
IBM IBM 5.9 129.06 1.94 1.53
JPMorgChas JPM 38.2 38.54 –0.90 –2.28
JohnsJohns JNJ 14.4 59.44 0.74 1.26
KftFoods KFT 11.9 28.92 –0.12 –0.42
McDonalds MCD 4.2 67.32 –0.10 –0.15
Merck MRK 13.0 35.95 0.02 0.06
Microsoft MSFT 72.6 24.31 –0.22 –0.91
Pfizer PFE 40.8 14.54 –0.10 –0.68
ProctGamb PG 12.2 60.60 0.81 1.35
3M MMM 2.9 78.94 0.04 0.05
TravelersCos TRV 3.1 51.04 –0.08 –0.16
UnitedTech UTX 3.1 67.05 –0.81 –1.19
Verizon VZ 12.2 28.71 0.16 0.56

WalMart WMT 14.0 49.54 0.74 1.52

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

Banco De Sabadell 360 –7 27 70

Telecom Italia 270 –7 33 46

Rexel Developpement 172 –6 –11 –15

Wind Acquisition Finance 698 –6 13 63

Colt Telecom Group 264 –6 –4 –4

"Caja De Ahorros De
Valencia, Castellon Y
Alicante"

518 –6 31 –55

ISS Global 259 –5 12 –7

"Portugal Telecom, SGPS" 173 –5 17 –15

Allied Irish Banks 457 –5 3 84

Technip 118 –5 –1 38

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

ArcelorMittal 358 10 30 25

Alliance Boots Holdings 278 10 22 –6

Royal Dutch Shell 93 10 9 33

FCE Banl 570 10 41 –27

Wendel 445 12 23 –2

BP 604 12 130 503

Alcatel Lucent 730 13 26 7

TUI 876 14 53 82

Stena Aktiebolag 467 19 18 132

Banco Espirito Santo 521 21 50 27

Source: Markit Group
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U.S. NEWS

Court nominee Kagan faces Senate
WASHINGTON—U.S. Supreme

Court nominee Elena Kagan on
Monday sought to counter conserva-
tive critics’ assertion that she is a
liberal activist who would bring a
political agenda to the court, prom-
ising to respect the “often messy”
democratic process.

As Ms. Kagan’s Senate confirma-
tion hearing got under way, Demo-
crats and Republicans drew con-
trasting pictures of her.

“Her legal qualifications are un-
assailable,” said Judiciary Commit-
tee Chairman Patrick Leahy (D., Vt.),
noting that she would be just the
fourth woman ever to sit on the Su-
preme Court.

Sen. Jeff Sessions, the commit-
tee’s top Republican, recited Ms. Ka-
gan’s career, from her college thesis,
which he said “seems to bemoan”
the demise of socialism in New
York, to her current role as solicitor
general.

“In many respects, Ms. Kagan’s
career has been consumed more by
politics than law,” Mr. Sessions said.

Ms. Kagan had been publicly si-
lent in the weeks since her nomina-
tion, in keeping with tradition, and
wasn’t scheduled to speak until later
Monday. But in excerpts released by
the White House as the committee
was convening, Ms. Kagan stressed
that the role of a judge is “a modest
one—properly deferential to the de-
cisions of the American people and
their elected representatives.

“The court must also recognize
the limits on itself and respect the
choices made by the American peo-
ple,” she added.

She also sought to counter her
critics, especially regarding her lack
of judicial experience, by saying that
her stints in the executive and legis-
lative branches have taught her re-
spect for the court, and its limita-
tions.

As if to underscore the impor-
tance of the issues Ms. Kagan would
confront should she be confirmed,
the Supreme Court issued a major
ruling Monday extending gun rights
to the states.

Republicans hailed the decision
as an extension of a basic right,
while Democrats on the committee
said the ruling might eviscerate
common-sense gun laws.

Ms. Kagan entered the hearing
room a few minutes before the pro-

ceedings began, shaking the hands
of senators from both parties. She
stopped by the Oval Office at Presi-
dent Barack Obama’s request before
heading to the hearing, according to
a White House official, “so that he
could offer his encouragement and
wish her good luck.”

Ms. Kagan, 50, would succeed
Justice John Paul Stevens, who was
the leader of the court’s liberal bloc
in the years before his retirement.
She is Mr. Obama’s second Supreme
Court pick, after Justice Sonia Soto-
mayor, and appears likely to be con-
firmed barring some last-minute
problem.

Ms. Kagan would join Ms. Soto-
mayor and Justice Ruth Bader Gins-
burg to become the third woman on
the court, meaning one-third of the
justices would be female, the “his-
torical high-water mark,” as Mr.
Leahy noted. The only other woman
to serve on the court is former Jus-
tice Sandra Day O’Connor.

Still, Ms. Kagan would be un-
likely to change the court’s direction
in a significant way. She has never
served as a judge, but her Demo-
cratic roots suggest she would often
vote the same way as Justice
Stevens did.

Senators of both parties com-
mented on Ms. Kagan’s previous re-
marks that the Supreme Court con-
firmation process can be “vapid”
and “hollow,” and would benefit
from a more substantive discussion
of the nominee’s views. But as the
nominee, Ms. Kagan finds herself
under pressure to avoid clear state-
ments on specific legal issues.

As the hearing unfolded, Repub-
licans focused on Ms. Kagan’s lack
of judicial experience.

“Ms. Kagan has less real legal ex-
perience than any nominee in at
least 50 years,” Mr. Sessions said.
“It’s not just that she has never
been a judge. She has barely prac-
ticed law, and not with the intensity
and duration from which I think real
understanding occurs.”

Sen. Dianne Feinstein (D., Calif.)
responded that Ms. Kagan’s lack of
experience as a judge is “refresh-
ing,” noting that the current Su-
preme Court is the only one in his-
tory composed entirely of former
judges.

Democrats also stressed Ms. Ka-
gan’s other credentials, noting that
she excelled at Princeton, Harvard
and Oxford universities, clerked for

the legendary Justice Thurgood
Marshall, served at high levels in
the Clinton and Obama administra-
tions, and was dean of Harvard Law
School.

Mr. Leahy sought to head off Re-
publican suggestions that her past
work means she would be inappro-
priately loyal to the Obama adminis-
tration or Democratic viewpoints.
“There is no basis to question her
integrity, and no one should pre-
sume that this intelligent woman,
who has excelled during every part
of her varied and distinguished ca-
reer, lacks independence,” Mr. Leahy
said.

Sen. Jon Kyl (R., Ariz.) criticized
Mr. Obama for what he described as

the president’s belief that judges
should reach certain results rather
than impartially follow the law.
“There are warning signs that she
may be exactly the results-oriented
justice President Obama is looking
for,” Mr. Kyl said of Ms. Kagan.

Democrats said the current Su-
preme Court under Chief Justice
John Roberts has lost its moorings,
and they derided especially the re-
cent Citizens United decision, which
lifted many restrictions on corpo-
rate spending in political cam-
paigns.

“By acting in such an extreme
and unjustified manner, the court
badly damaged its own integrity,”
said Sen. Russ Feingold (D., Wis.).

BY NAFTALI BENDAVID

Rocky road| Some confirmation-hearing highlights of recent decades

September 1987
September 1987 Robert Bork says the right
to privacy, cited in the Roe v. Wade decision,
is a ‘free-floating right not found in the
Constitution.’ Senate later rejects him.

October 1991
Clarence Thomas, after a grilling over
sexual-harassment allegations, excoriates
his confirmation process as a ‘high-tech
lynching.’ He is confirmed narrowly

September 2005
John Roberts offers an analogy that is
later repeated widely: ‘Judges are like
umpires. Umpires don't make the rules;
they apply them.’

July 2009
Sonia Sotomayor retreats from suggest-
ion that a ‘wise Latina’ would make better
decisions than a white man, saying, ‘I do
not believe that any ethnic, racial or gender
group has an advantage in sound judging.’

Sources: Senate Judiciary Committee, WSJ articles Photos: Associated Press (Bork); Getty IMages (Thomas, Sotomayor); Reuters (Roberts)

Key issues
The Roberts Court
Democrats plan to raise recent
Supreme Court decisions that they
say show the court’s conservatives
siding with big corporations against
the little guy. Republicans are likely
to defend the court under Chief
Justice John Roberts.

Nature of hearings
Ms. Kagan wrote in 1995 that recent
confirmation hearings ‘have
presented to the public a vapid and
hollow charade’ and called for
‘exploring a Supreme Court nominee’s
set of constitutional views.’ She’ll be
challenged to explain those comments,
especially if she gives vague answers.

Gays in the military
As Harvard law dean, Ms. Kagan
opposed the military ban on open
homosexuals and, while the issue was
pending before the Supreme Court,
restricted military recruiters from
career fairs. Republicans will accuse
her of being antimilitary, while Ms.
Kagan is likely to call herself a strong
supporter of the military. Photo: Associated Press
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For information about listing your funds, please contact: Justin Jones tel: +44 207 842 9674; email: justin.jones@dowjones.com
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Andfs. Espanya EU EQ AND 06/25 EUR 11.09 -20.3 -0.2 -12.3
Andfs. Estats Units US EQ AND 06/25 USD 13.80 -8.1 11.2 -12.8
Andfs. Europa EU EQ AND 06/25 EUR 6.97 -11.1 8.1 -12.6
Andfs. Franca EU EQ AND 06/25 EUR 8.65 -11.2 8.3 -13.2
Andfs. Japo JP EQ AND 06/25 JPY 479.08 -6.3 1.0 -16.5
Andfs. Plus Dollars US BA AND 06/25 USD 9.19 -2.6 8.4 -5.1
Andfs. RF Dolars US BD AND 06/25 USD 11.65 1.8 9.9 1.4
Andfs. RF Euros EU BD AND 06/25 EUR 10.90 0.7 10.1 1.4
Andorfons EU BD AND 06/25 EUR 14.62 0.9 11.7 0.8
Andorfons Alternative Premium OT OT AND 04/30 EUR 99.25 0.3 6.6 -6.5
Andorfons Mix 30 EU BA AND 06/25 EUR 9.41 -1.6 13.2 -6.2
Andorfons Mix 60 EU BA AND 06/25 EUR 8.83 -4.7 12.1 -12.6

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 06/18 USD 331694.24 20.8 72.1 17.4

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 OT LUX 06/28 EUR 8.97 1.3 -0.2 -2.9
DJE-Absolut P GL EQ LUX 06/28 EUR 212.83 3.9 19.3 -4.2
DJE-Alpha Glbl P EU BA LUX 06/28 EUR 177.01 -0.7 11.6 -4.5
DJE-Div& Substanz P GL EQ LUX 06/28 EUR 220.40 2.5 20.8 -0.5
DJE-Gold&Resourc P OT EQ LUX 06/28 EUR 204.48 20.0 43.5 3.4
DJE-Renten Glbl P EU BD LUX 06/28 EUR 136.28 4.4 9.8 6.4
LuxPro-Dragon I AS EQ LUX 06/28 EUR 151.79 -3.9 14.2 10.1
LuxPro-Dragon P AS EQ LUX 06/28 EUR 147.35 -4.2 13.7 9.6
LuxTopic-Aktien Europa EU EQ LUX 06/28 EUR 16.79 -5.2 9.4 0.8
LuxTopic-Pacific AS EQ LUX 06/28 EUR 18.56 13.3 42.4 2.5

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 42.6 6.0
Sel Emerg Mkt Equity GL EQ GGY 12/31 USD 207.66 58.5 58.5 -12.4
Sel Euro Equity EUR US EQ GGY 12/31 EUR 96.29 29.2 29.2 -18.8
Sel European Equity EU EQ GGY 12/31 USD 181.94 32.3 32.3 -19.9
Sel Glob Equity GL EQ GGY 12/31 USD 189.25 31.8 31.8 -16.8
Sel Glob Fxd Inc GL BD GGY 12/31 USD 143.46 11.2 11.2 -1.1
Sel Pacific Equity AS EQ GGY 12/31 USD 143.75 59.0 59.0 -9.7
Sel US Equity US EQ GGY 12/31 USD 123.56 22.6 22.6 -14.9
Sel US Sm Cap Eq US EQ GGY 12/31 USD 168.82 29.1 29.1 -14.5

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

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 06/24 EUR 21.34 -12.3 -10.2 -36.4
MP-TURKEY.SI OT OT SVN 06/24 EUR 41.02 18.2 65.9 10.5

n PAREX ASSET MANAGEMENT IPAS
Republikas square 2a, Riga, LV-1522, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Eastern Europ Bal OT OT LVA 06/22 EUR 14.61 9.3 27.6 2.4
Parex Eastern Europ Bd EU BD LVA 06/22 USD 16.16 10.4 32.5 6.8
Parex Russian Eq EE EQ LVA 06/22 USD 21.16 8.4 40.1 -18.9

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
Pictet-Agriculture-P EUR OT OT LUX 06/25 EUR 128.12 5.7 36.6 NS
Pictet-Asian Eq (ExJpn)-I USD OT OT LUX 06/28 USD 165.92 -5.4 20.1 -6.5
Pictet-Asian Eq (ExJpn)-P USD OT OT LUX 06/28 USD 157.26 -5.8 19.1 -7.3
Pictet-Biotech-P USD OT OT LUX 06/25 USD 259.22 -8.4 -5.1 -11.7
Pictet-CHF Liquidity-P OT OT LUX 06/25 CHF 124.13 -0.1 0.0 0.3
Pictet-CHF Liquidity-Pdy OT OT LUX 06/25 CHF 93.33 -0.1 0.0 0.3
Pictet-Conv. Bonds-P EUR OT OT LUX 06/25 EUR 99.65 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 06/25 USD 116.59 -0.2 22.5 0.8
Pictet-Eastern Europe-P EUR EU EQ LUX 06/25 EUR 352.50 12.1 67.7 -8.5
Pictet-Emerging Markets-P USD GL EQ LUX 06/28 USD 500.80 -6.1 24.8 -11.4
Pictet-Eu Equities Sel-P EUR EU EQ LUX 06/25 EUR 407.95 0.0 23.4 -8.6
Pictet-EUR Bonds-P EU BD LUX 06/25 EUR 396.99 3.3 6.7 6.1
Pictet-EUR Bonds-Pdy EU BD LUX 06/25 EUR 291.12 3.3 6.7 6.1
Pictet-EUR Corporate Bonds-P EU BD LUX 06/25 EUR 151.32 2.3 11.8 8.5
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 06/25 EUR 102.58 2.3 11.8 8.5

Pictet-EUR High Yield-P EU BD LUX 06/25 EUR 151.40 3.5 30.8 5.8
Pictet-EUR High Yield-Pdy EU BD LUX 06/25 EUR 82.99 3.6 30.8 5.8
Pictet-EUR Liquidity-P EU MM LUX 06/25 EUR 136.06 0.1 0.3 1.4
Pictet-EUR Liquidity-Pdy EU MM LUX 06/25 EUR 96.74 0.1 0.3 1.4
Pictet-EUR Sovereign Liq-P OT OT LUX 06/25 EUR 102.41 0.0 0.1 1.1
Pictet-EUR Sovereign Liq-Pdy OT OT LUX 06/25 EUR 99.93 0.0 0.1 1.1
Pictet-Europe Index-P EUR EU EQ LUX 06/25 EUR 100.81 -0.2 24.0 -5.7
Pictet-European Sust Eq-P EUR EU EQ LUX 06/25 EUR 135.18 1.6 26.5 -5.0
Pictet-Glo Emerging Debt-P USD GL BD LUX 06/25 USD 253.00 4.0 17.2 12.3
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 06/25 USD 164.31 4.0 17.2 12.3
Pictet-Greater China-P USD AS EQ LUX 06/28 USD 325.20 -7.4 12.3 -1.8
Pictet-Indian Equities-P USD EA EQ LUX 06/28 USD 371.95 3.1 28.2 8.4
Pictet-Japan Index-P JPY JP EQ LUX 06/28 JPY 8390.02 -5.5 -5.5 -18.8
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 06/28 JPY 4256.60 -3.6 -0.6 -17.2
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 06/28 JPY 7327.62 -5.4 -4.2 -21.7
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 06/28 JPY 7085.06 -5.7 -4.8 -22.2
Pictet-MENA-P USD OT OT LUX 06/27 USD 46.12 2.9 NS NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 06/28 USD 251.27 -8.0 23.8 -5.8
Pictet-Piclife-P CHF CH BA LUX 06/25 CHF 784.07 -0.9 8.8 0.2
Pictet-Premium Brands-P EUR OT EQ LUX 06/25 EUR 76.69 17.4 53.6 10.8
Pictet-Russian Equities-P USD OT OT LUX 06/25 USD 62.85 -2.4 57.5 -20.5
Pictet-Security-P USD GL EQ LUX 06/25 USD 101.16 1.6 23.0 1.7
Pictet-Small Cap Europe-P EUR EU EQ LUX 06/25 EUR 476.25 5.2 30.2 -5.9
Pictet-Timber-P USD OT OT LUX 06/25 USD 103.73 -2.6 36.5 NS
Pictet-USA Index-P USD US EQ LUX 06/25 USD 87.94 -3.0 18.2 -8.5
Pictet-USD Government Bonds-P US BD LUX 06/25 USD 532.72 4.9 5.7 6.0
Pictet-USD Government Bonds-Pdy US BD LUX 06/25 USD 380.91 4.9 5.7 6.0
Pictet-USD Liquidity-P US MM LUX 06/25 USD 131.01 0.0 0.1 0.8
Pictet-USD Liquidity-Pdy US MM LUX 06/25 USD 84.83 0.0 0.1 0.8
Pictet-USD Sovereign Liq-P OT OT LUX 06/25 USD 101.56 0.0 0.0 0.8
Pictet-USD Sovereign Liq-Pdy OT OT LUX 06/25 USD 100.06 0.0 0.0 0.8
Pictet-Water-P EUR GL EQ LUX 06/25 EUR 137.30 10.8 27.9 0.9
Pictet-World Gvt Bonds-P USD GL BD LUX 06/28 USD 163.43 -1.0 2.1 3.1
Pictet-World Gvt Bonds-Pdy USD GL BD LUX 06/28 USD 132.53 -1.0 2.1 3.1

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 06/25 USD 13.65 1.5 28.8 2.9
Japan Fund USD JP EQ IRL 06/28 USD 16.29 2.5 3.4 0.9
Polar Healthcare Class I USD OT OT IRL 06/25 USD 12.06 -6.7 12.3 NS
Polar Healthcare Class R USD OT OT IRL 06/25 USD 12.02 -6.9 11.8 NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 05/31 USD 109.20 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 05/31 USD 10.51 35.9 -24.7 -17.9
Europn Conviction USD B EU EQ CYM 05/31 USD 135.06 -1.7 0.6 6.4
Europn Forager USD B OT OT CYM 05/31 USD 226.81 1.3 15.9 4.7
Latin America USD A GL EQ CYM 06/30 USD 14.25 2.2 -4.7 14.7
Paragon Limited USD A OT OT CYM 12/31 USD 309.60 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 EA EQ CYM 06/24 USD 147.24 15.6 66.2 9.6

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
ACTION FRANCE A OT OT IRL 06/25 EUR 653.74 -7.6 14.8 -10.4
CORE EUROZONE EQ B OT OT IRL 06/25 EUR 781.18 -6.1 17.0 -8.9
EURO FIXED INCOME A EU BD IRL 06/25 EUR 1312.08 5.4 13.9 4.5
EURO FIXED INCOME B EU BD IRL 06/25 EUR 1405.09 5.7 14.6 5.1
EUROPEAN SMALL CAP A EU EQ IRL 06/25 EUR 1261.43 5.1 32.6 -7.5
EUROPEAN SMALL CAP B EU EQ IRL 06/25 EUR 1355.11 5.4 33.4 -7.0
EUROZONE AGG A EUR EU EQ IRL 06/25 EUR 653.49 -0.4 25.3 -7.4
EUROZONE AGG B EUR EU EQ IRL 06/25 EUR 941.85 -0.1 26.0 -6.8
GLB REAL EST SEC A OT EQ IRL 06/25 USD 881.68 -1.7 29.3 -12.5
GLB REAL EST SEC B OT OT IRL 06/25 USD 911.61 -1.4 30.1 -12.0
GLB REAL EST SEC EH A OT EQ IRL 06/25 EUR 800.89 -0.5 27.1 -12.3
GLB REAL EST SEC SH B OT EQ IRL 06/25 GBP 75.70 -0.1 28.4 -12.4
GLB STRAT YIELD A EU BD IRL 06/25 EUR 1683.27 4.7 26.1 7.0
GLB STRAT YIELD B EU BD IRL 06/25 EUR 1806.38 5.0 26.8 7.6
GLOBAL BOND A EU BD IRL 06/25 EUR 1309.02 18.5 27.2 17.3
GLOBAL BOND B EU BD IRL 06/25 EUR 1398.13 18.8 28.0 18.0
GLOBAL BOND EH A GL BD IRL 06/25 EUR 1471.35 7.0 16.2 7.9
GLOBAL BOND EH B GL BD IRL 06/25 EUR 1566.21 7.3 16.9 8.6
JAPAN EQUITY A JP EQ IRL 06/25 JPY 11039.39 -5.1 -5.7 -18.8
JAPAN EQUITY B JP EQ IRL 06/25 JPY 11800.48 -4.9 -5.1 -18.3
PAC BASIN (X JPN) A AS EQ IRL 06/25 USD 2175.84 -4.8 27.6 -1.0
PAC BASIN (X JPN) B AS EQ IRL 06/25 USD 2328.85 -4.6 28.4 -0.4
PAN EUROPEAN EQUITY A EU EQ IRL 06/25 EUR 965.85 0.3 26.6 -6.6
PAN EUROPEAN EQUITY B EU EQ IRL 06/25 EUR 1032.46 0.6 27.3 -6.1
US EQUITY A US EQ IRL 06/25 USD 838.58 -3.9 17.6 -10.5
US EQUITY B US EQ IRL 06/25 USD 900.42 -3.6 18.3 -9.9
US SMALL CAP EQUITY A US EQ IRL 06/25 USD 1324.86 2.8 26.8 -8.4
US SMALL CAP EQUITY B US EQ IRL 06/25 USD 1423.47 3.1 27.6 -7.8

n SEB ASSET MANAGEMENT S.A.
www.seb.se
Asset Sele Opp C EUR OT OT NA 06/28 EUR 98.35 -0.7 NS NS

n SEB Fund 1
Asset Sele C EUR OT OT LUX 06/28 EUR 13.81 -0.4 2.3 7.9
Asset Sele C H-CHF OT OT LUX 06/28 CHF 95.73 -0.5 1.9 NS
Asset Sele C H-GBP OT OT LUX 06/28 GBP 97.21 -0.2 2.8 NS
Asset Sele C H-JPY OT OT LUX 06/28 JPY 9643.84 -0.2 2.3 NS
Asset Sele C H-NOK OT OT LUX 06/28 NOK 111.52 0.2 3.1 NS
Asset Sele C H-SEK OT OT LUX 06/28 SEK 138.33 -0.6 2.1 8.1

Asset Sele C H-USD OT OT LUX 06/28 USD 97.05 -0.3 2.6 NS
Asset Sele CG-EUR OT OT LUX 06/28 GBP 97.89 -1.1 NS NS
Asset Sele D H-SEK OT OT LUX 06/28 SEK 127.59 -0.5 2.1 NS
Choice Global Value -C- GL EQ LUX 06/28 SEK 75.17 -2.5 16.6 -10.1
Choice Global Value -D- OT OT LUX 06/28 SEK 70.11 -2.4 16.7 -10.1
Choice Global Value -I- OT OT LUX 06/28 EUR 7.01 4.5 33.9 -10.2
Choice Japan Fd -C- OT OT LUX 06/28 JPY 44.92 -4.2 -8.0 -19.9
Choice Japan Fd -D- OT OT LUX 06/28 JPY 40.22 -4.1 -8.0 -19.9
Choice Jpn Chance/Risk -C- OT OT LUX 06/28 JPY 45.91 -9.8 -8.5 -23.5
Choice NthAmChance/Risk -C- OT OT LUX 06/28 USD 3.75 -4.5 16.3 -13.2
Ethical Europe Fd -C- OT OT LUX 06/28 EUR 1.93 -1.2 22.7 -9.8
Europe Fund -C- OT OT LUX 06/28 EUR 2.83 0.2 25.4 -8.6
Europe Fund -D- OT OT LUX 06/28 EUR 1.51 0.2 25.4 NS
Europe Index Fund -C- OT OT LUX 06/28 EUR 4.02 -1.0 22.6 -10.0
Global Chance/Risk Fd -C- OT OT LUX 06/28 EUR 0.65 9.1 33.6 -1.6
Global Fd -C- OT OT LUX 06/28 USD 1.99 -6.5 14.1 -13.4
Global Fd -D- OT OT LUX 06/28 USD 1.24 -6.5 14.1 NS
Nordic Fd -C- OT OT LUX 06/28 EUR 6.12 1.7 19.9 -0.8

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 06/28 USD 7.18 -2.9 20.4 -0.6
Choice Asia ex. Japan -D- OT OT LUX 06/28 USD 1.26 -2.9 20.4 NS
Currency Alpha EUR -IC- OT OT LUX 06/28 EUR 10.28 -0.2 -3.1 -1.4
Currency Alpha EUR -RC- OT OT LUX 06/28 EUR 10.16 -0.4 -3.5 -1.8
Currency Alpha SEK -ID- OT OT LUX 06/28 SEK 91.75 -0.2 -3.3 -3.5
Currency Alpha SEK -RC- OT OT LUX 06/28 SEK 97.05 -0.4 -3.5 -1.8
Generation Fd 80 -C- OT OT LUX 06/28 SEK 8.07 1.8 15.2 -0.5
Nordic Focus SH A OT OT LUX 06/28 EUR 85.53 6.0 42.2 0.2
Nordic Focus SH B OT OT LUX 06/28 SEK 87.06 6.0 42.2 0.2
Nordic Focus SH C OT OT LUX 06/28 NOK 84.82 6.0 42.2 0.2
Russia Fd -C- OT OT LUX 06/28 EUR 10.05 13.7 71.1 -6.5

n SEB Fund 3
Ethical Glbl Index Fd -D- OT OT LUX 06/28 USD 0.72 -12.0 11.7 -12.1
Ethical Glbl lndex Fd -C- OT OT LUX 06/28 USD 0.75 -3.8 9.7 NS
Ethical Sweden Fd -D- OT OT LUX 06/28 SEK 43.97 6.5 32.0 11.0
Index Linked Bd Fd SEK -D- OT OT LUX 06/28 SEK 13.21 2.8 6.6 4.2
Medical Fd -D- OT OT LUX 06/28 USD 3.06 -8.0 11.1 -4.4
Short Medium Bd Fd SEK -D- OT OT LUX 06/28 SEK 8.56 0.0 0.1 1.1
Technology Fd -C- OT OT LUX 06/28 USD 0.20 -5.7 17.9 NS
Technology Fd -D- OT OT LUX 06/28 USD 2.38 -5.7 17.9 -1.8
U.S. Index Fd -C- OT OT LUX 06/28 USD 1.76 -3.9 18.0 -8.5
U.S. Index Fd -D- OT OT LUX 06/28 USD 1.74 -4.8 16.9 -8.9
World Fd -C- OT OT LUX 06/28 USD 27.19 -4.5 17.6 NS
World Fd -D- OT OT LUX 06/28 USD 2.03 -6.1 15.6 -8.5

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 06/28 EUR 1.27 -0.1 -0.2 0.2
Short Bond Fd EUR -D- OT OT LUX 06/28 EUR 0.49 -1.3 -1.4 NS
Short Bond Fd SEK -C- OT OT LUX 06/28 SEK 21.96 0.0 0.4 1.3
Short Bond Fd SEK HNWC OT OT LUX 06/28 SEK 11.11 0.2 NS NS
Short Bond Fd SEK HNWD OT OT LUX 06/28 SEK 9.95 -1.9 NS NS
Short Bond Fd USD -C- OT OT LUX 06/28 USD 2.48 -0.4 -0.6 0.1

n SEB Fund 5
Bond Fd SEK -C- NO BD LUX 06/28 SEK 43.95 2.5 5.0 7.8
Bond Fd SEK -D- NO BD LUX 06/28 SEK 12.31 -1.1 1.3 5.9
Bond Fd SEK HNWD OT OT LUX 06/28 SEK 8.93 2.7 NS NS
Corp. Bond Fd EUR -C- EU BD LUX 06/28 EUR 1.31 3.0 13.4 6.0
Corp. Bond Fd EUR -D- EU BD LUX 06/28 EUR 0.97 3.1 13.7 6.0
Corp. Bond Fd SEK -C- NO BD LUX 06/28 SEK 13.09 4.1 15.1 4.4
Corp. Bond Fd SEK -D- NO BD LUX 06/28 SEK 9.53 4.1 15.1 4.4
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 06/28 EUR 106.21 6.3 9.9 7.5
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 06/28 EUR 115.52 6.1 9.4 9.6
Flexible Bond Fd -C- NO BD LUX 06/28 SEK 21.33 -0.1 0.4 3.3
Flexible Bond Fd -D- NO BD LUX 06/28 SEK 11.32 -0.1 0.4 3.3

n SEB Sicav 1
Choice Emerging Mkts Fd -C- OT OT LUX 06/28 USD 2.53 -5.3 22.9 -6.8
Eastern Europe exRussia Fd -C- OT OT LUX 06/28 EUR 2.59 -2.9 23.9 -10.2

n SEB Sicav 2
Choice Asia SmCap exJpn -C- OT OT LUX 06/28 SEK 32.67 1.6 24.5 13.4
Eastern Europe SmCap Fd -C- OT OT LUX 06/28 EUR 3.01 9.5 50.6 -5.9
Europe Chance/Risk Fd -C- OT OT LUX 06/28 EUR 1041.84 0.5 25.2 -11.1
Listed Private Equity -C- OT OT LUX 06/28 EUR 141.50 9.9 48.1 NS
Listed Private Equity -IC- OT OT LUX 06/28 EUR 86.17 13.2 59.7 NS
Listed Private Equity -ID- OT OT LUX 06/28 EUR 82.38 13.0 59.0 NS
Nordic Small Cap -C- OT OT LUX 06/28 EUR 138.76 3.0 NS NS
Nordic Small Cap -IC- OT OT LUX 06/28 EUR 139.54 3.2 NS NS

n SEB Sicav 3
Asset Sele Defensive EUR -C- OT OT LUX 06/28 EUR 98.66 -1.1 -0.3 NS
Asset Sele Defensive GBP -D- OT OT LUX 06/28 GBP 97.89 -1.1 NS NS
Asset Sele Defensive SEK -A- OT OT LUX 06/28 SEK 77.38 -1.1 -0.1 -14.0
Asset Sele Defensive SEK -C- OT OT LUX 06/28 SEK 98.60 -1.1 -0.4 NS
Asset Sele Defensive SEK -D- OT OT LUX 06/28 SEK 69.21 -1.1 -0.1 -14.0
Asset Sele Defensive USD -C- OT OT LUX 06/28 USD 99.97 -1.0 -0.3 NS
Asset Sele Opp C H NOK OT OT LUX 06/28 NOK 102.13 -0.1 4.6 NS
Asset Sele Opp C H SEK OT OT LUX 06/28 SEK 99.94 -0.9 3.1 NS
Asset Sele Opp D GBP OT OT LUX 06/28 GBP 95.75 -0.3 NS NS
Asset Sele Opp IC EUR OT OT LUX 06/28 EUR 101.16 -0.7 3.7 NS
Asset Sele Opp ID H GBP OT OT LUX 06/28 GBP 101.39 -0.3 4.3 NS
Asset Sele Opp ID H SEK OT OT LUX 06/28 SEK 100.57 -0.9 3.2 NS
Asset Sele Original C EUR OT OT LUX 06/28 EUR 101.17 -0.2 1.9 NS
Asset Sele Original D GBP OT OT LUX 06/28 GBP 101.85 0.0 2.6 NS
Asset Sele Original ID GBP OT OT LUX 06/28 GBP 101.47 0.0 2.2 NS

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A OT OT LUX 06/25 EUR 30.92 4.3 12.5 2.1
Bonds Eur Corp A OT OT LUX 06/24 EUR 23.28 0.8 7.0 4.3
Bonds Eur Hi Yld A OT OT LUX 06/24 EUR 21.27 3.3 27.3 4.2
Bonds EURO A OT OT LUX 06/25 EUR 41.93 2.2 5.2 7.2
Bonds Europe A OT OT LUX 06/24 EUR 40.50 3.6 6.2 7.5
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A OT OT LUX 06/24 USD 41.48 -1.2 4.0 3.9
Eq. AsiaPac Dual Strategies A OT OT LUX 06/25 USD 9.57 -8.2 20.7 -5.9
Eq. China A OT OT LUX 06/25 USD 21.80 -9.7 10.1 -2.0
Eq. Concentrated Euroland A OT OT LUX 06/25 EUR 83.28 -10.4 4.8 -14.6
Eq. ConcentratedEuropeA OT OT LUX 06/25 EUR 26.50 -1.9 18.5 -9.5
Eq. Emerging Europe A OT OT LUX 06/25 EUR 26.02 10.5 57.5 -16.4
Eq. Equities Global Energy OT OT LUX 06/25 USD 14.96 -17.5 -0.6 -27.6
Eq. Euroland A OT OT LUX 06/25 EUR 10.01 -7.5 12.0 -13.9
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 -45.7 -33.8
Eq. Euroland Small Cap A OT OT LUX 06/25 EUR 141.60 0.3 26.3 -7.7
Eq. EurolandCyclclsA OT OT LUX 06/25 EUR 18.00 1.2 22.3 -8.4
Eq. EurolandFinancialA OT OT LUX 06/25 EUR 9.48 -16.2 4.5 -18.6
Eq. Glbl Emg Cty A OT OT LUX 06/24 USD 8.50 -12.2 8.2 -15.1
Eq. Global A OT OT LUX 06/25 USD 25.94 -6.9 15.6 -11.5
Eq. Global Resources A OT OT LUX 06/25 USD 108.40 -0.7 25.2 -14.6
Eq. Gold Mines A OT OT LUX 06/25 USD 34.73 14.6 38.7 10.7
Eq. India A OT OT LUX 06/28 USD 133.60 0.1 25.3 5.6
Eq. Japan CoreAlpha A OT OT LUX 06/28 JPY 7187.79 -0.1 -4.7 -10.6
Eq. Japan Sm Cap A OT OT LUX 06/25 JPY 1065.56 -0.4 1.8 -11.5
Eq. Japan Target A OT OT LUX 06/28 JPY 1625.10 -0.8 -8.7 -9.1
Eq. Latin America A OT OT LUX 06/25 USD 109.08 -6.2 33.0 -14.1
Eq. US ConcenCore A OT OT LUX 06/25 USD 21.35 -5.6 14.2 -6.7
Eq. US Focused A OT OT LUX 06/25 USD 15.09 -4.9 12.3 -19.0
Eq. US Lg Cap Gr A OT OT LUX 06/25 USD 14.33 -6.0 12.6 -15.8
Eq. US Mid Cap A OT OT LUX 06/25 USD 30.93 3.5 31.4 -8.6
Eq. US Multi Strg A OT OT LUX 06/25 USD 20.51 -3.6 17.0 -13.6
Eq. US Rel Val A OT OT LUX 06/25 USD 19.58 -5.0 17.6 -12.2
Eq. US Sm Cap Val A OT OT LUX 06/25 USD 15.71 -1.5 20.2 -16.0
Money Market EURO A OT OT LUX 06/25 EUR 27.44 0.2 0.4 1.7
Money Market USD A OT OT LUX 06/25 USD 15.84 0.1 0.2 0.9

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 06/17 USD 868.26 -9.7 -17.1 -32.3
MENA Special Sits Fund OT OT BMU 05/31 USD 1100.19 1.9 6.7 NS
UAE Blue Chip Fund OT OT ARE 06/17 AED 4.67 -12.4 -23.1 -38.7

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 06/28 JPY 8663.00 -8.4 -3.2 -20.4
YMR-N Small Cap Fund OT OT IRL 06/28 JPY 6516.00 -7.1 -4.6 -18.2

n Yuki 77 Series
Yuki 77 General JP EQ IRL 06/28 JPY 5411.00 -12.0 -14.8 -25.1

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 06/28 JPY 6143.00 -10.0 -8.0 -21.1
Yuki Chugoku JpnLowP JP EQ IRL 06/28 JPY 7459.00 -1.1 -13.8 -19.1

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 06/28 JPY 4197.00 -10.2 -9.3 -25.9
Yuki Hokuyo Jpn Inc JP EQ IRL 06/28 JPY 4925.00 -6.2 -9.0 -21.0
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 06/28 JPY 4726.00 -7.4 -6.1 -17.8

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 06/28 JPY 3966.00 -10.3 -9.8 -27.7
Yuki Mizuho Jpn Dyn Gro OT OT IRL 06/28 JPY 4229.00 -9.3 -8.3 -27.6
Yuki Mizuho Jpn Exc 100 OT OT IRL 06/28 JPY 6230.00 -10.6 -5.2 -23.1
Yuki Mizuho Jpn Gen OT OT IRL 06/28 JPY 7965.00 -7.6 -7.9 -20.7
Yuki Mizuho Jpn Gro OT OT IRL 06/28 JPY 5819.00 -8.5 -10.8 -22.3
Yuki Mizuho Jpn Inc OT OT IRL 06/28 JPY 7308.00 -4.3 -6.7 -21.3
Yuki Mizuho Jpn Lg Cap OT OT IRL 06/28 JPY 4664.00 -10.1 -9.5 -22.8
Yuki Mizuho Jpn LowP OT OT IRL 06/28 JPY 11176.00 -3.3 -10.3 -15.6
Yuki Mizuho Jpn PGth OT OT IRL 06/28 JPY 7076.00 -11.1 -12.0 -25.1
Yuki Mizuho Jpn SmCp OT OT IRL 06/28 JPY 6750.00 -5.4 -1.6 -16.7
Yuki Mizuho Jpn Val Sel OT OT IRL 06/28 JPY 5272.00 -6.7 -8.6 -19.4
Yuki Mizuho Jpn YoungCo OT OT IRL 06/28 JPY 2506.00 -8.1 -9.0 -23.4

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 06/28 JPY 5018.00 -7.4 -8.0 -21.7

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 05/31 USD 2034.86 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 03/31 EUR 970.17 -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 GBR 12/31 EUR 165.42 -23.0 -23.0 -5.5

Horseman EmMkt Opp USD GL EQ USA 12/31 USD 165.72 -24.5 -24.5 -7.0

Horseman EurSelLtd EUR EU EQ GBR 05/28 EUR 188.45 -3.4 4.0 -2.6

Horseman EurSelLtd USD EU EQ GBR 05/28 USD 196.21 -2.8 4.3 -2.8

Horseman Glbl Ltd EUR GL EQ CYM 05/31 USD 341.78 -7.8 -16.4 -7.8

Horseman Glbl Ltd USD GL EQ CYM 05/31 USD 341.78 -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 NA 03/31 EUR 1.60 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 05/28 EUR 91.36 -0.5 19.5 -11.7

Special Opp Inst EUR OT OT CYM 05/28 EUR 86.57 -0.2 20.3 -11.2

Special Opp Inst USD OT OT CYM 05/28 USD 98.43 -0.1 21.1 -9.3

Special Opp USD OT OT CYM 05/28 USD 96.12 -0.4 20.2 -9.9

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 05/22 EUR 123.47 1.9 -14.8 -2.1

GH Fund CHF Hdg OT OT JEY 05/28 CHF 110.84 0.1 8.5 -5.3

GH Fund EUR Hdg (Non-V) OT OT JEY 05/22 EUR 111.63 1.6 -17.0 -4.5

GH Fund GBP Hdg OT OT JEY 05/28 GBP 132.59 0.4 9.2 -4.8

GH Fund Inst USD OT OT JEY 05/28 USD 112.47 0.6 10.1 -2.9

GH FUND S EUR OT OT CYM 05/28 EUR 129.14 0.9 10.5 -3.8

GH FUND S GBP OT OT JEY 05/28 GBP 133.91 0.9 10.3 -3.7

GH Fund S USD OT OT CYM 05/28 USD 151.51 0.9 10.8 -2.4

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

Hedge Investments OT OT JEY 05/21 USD 141.08 NS 10.2 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 05/28 EUR 113.07 2.7 13.0 -5.4

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 05/28 USD 129.09 2.5 13.1 -3.9

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

n HSBC Uni-folio
Asian AdbantEdge EUR OT OT JEY 05/28 EUR 96.69 -2.6 2.6 -7.2

Asian AdvantEdge OT OT JEY 05/28 USD 178.61 -2.2 3.8 -5.8

Emerg AdvantEdge OT OT JEY 05/28 USD 162.03 -3.2 4.8 -8.9

Emerg AdvantEdge EUR OT OT JEY 05/28 EUR 89.97 -3.5 4.4 -10.7

Europ AdvantEdge EUR OT OT JEY 05/28 EUR 132.91 0.2 10.6 -3.1

Europ AdvantEdge USD OT OT JEY 05/28 USD 141.37 0.2 11.1 -2.2

Real AdvantEdge EUR OT OT NA 05/28 EUR 104.33 -3.6 0.7 NS

Real AdvantEdge USD OT OT NA 05/28 USD 104.68 -3.4 1.1 NS

Trading Adv JPY OT OT NA 05/28 JPY 9543.65 3.5 -1.2 NS

Trading AdvantEdge OT OT GGY 05/28 USD 144.18 2.8 -1.7 -0.6

Trading AdvantEdge EUR OT OT GGY 05/28 EUR 130.62 2.5 -2.1 -0.5

Trading AdvantEdge GBP OT OT GGY 05/28 GBP 138.50 2.9 -1.6 0.3

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 06/25 USD 373.77 1.4 37.4 -29.5

Antanta MidCap Fund EE EQ AND 06/25 USD 733.15 3.3 77.2 -36.6

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

Meriden Protective Div OT OT AND 11/24 EUR 78.88 -2.8 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 09/30 USD 1318.27 NS 1.3 -4.4

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

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

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

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

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

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

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

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

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 06/22 USD 34.98 -14.2 -28.2 -28.6

Superfund GCT USD* OT OT LUX 06/22 USD 1915.00 -12.7 -20.0 -23.5

Superfund Green Gold A (SPC) OT OT CYM 06/22 USD 973.44 21.0 6.6 -7.5

Superfund Green Gold B (SPC) OT OT CYM 06/22 USD 883.26 -5.6 -1.7 -17.6

Superfund Q-AG* OT OT AUT 06/22 EUR 6235.00 -5.8 NS NS

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR Cls H OT OT CYM 05/31 EUR 988.63 4.6 4.2 NS

Winton Evolution GBP Cls G OT OT CYM 05/31 GBP 995.77 4.9 4.9 NS

Winton Evolution USD Cls F OT OT CYM 05/31 USD 1252.85 4.5 4.3 0.6

Winton Futures EUR Cls C OT OT VGB 05/31 EUR 207.13 5.2 6.3 4.2

Winton Futures GBP Cls D OT OT VGB 05/31 GBP 224.14 5.3 6.7 4.8

Winton Futures JPY Cls E OT OT VGB 05/31 JPY 14798.94 6.6 7.2 3.0

Winton Futures USD Cls B OT OT VGB 05/31 USD 736.23 5.3 6.6 3.9

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

ARIX Composite Gross USD OT 05/31 USD 1414.97 3.2 3.2 2.6 -18.0 -7.1
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WORLD NEWS

Guinea vote count starts
Amid transition to democracy, next president faces big challenges

Guinea is poised to become the
latest in a long line of African na-
tions to reintroduce democracy af-
ter a period of military rule. But
other African countries show how
halting and problematic this transi-
tion can be.

On Monday, Guinea’s National In-
dependent Commission, or CENI, be-
gan counting about four million
votes cast over the weekend in what
international observers described as
the first free elections held in the
West African country after more
than half a century of authoritarian
rule.

The vote, said the U.S. Embassy
in Guinea in a statement, went “ex-
traordinarily well.” African Union
President Jean Ping welcomed the
“neutrality” and “republican disci-
pline” displayed by Guinea’s army
forces.

Since its 1958 independence from
France, Guinea has been ruled
mostly by dictators and leaders of
military coups. Some have begun re-
joicing that cycle may be coming to
an end.

“For many years, free elections
were a dream,” said Abdoulaye

Baillo Diallo, aide to one of the 24
candidates, all civilians, running for
president. “Now it has become a re-
ality.”

Preliminary results could be re-
leased by CENI as early as Wednes-
day. Unless Sunday’s vote showed
that one candidate garnered more
than half the ballots, a runoff is ex-
pected to take place on July 18.

In the absence of reliable opinion
polls in Guinea, analysts said the
outcome of the vote was hard to
predict. However, they said the fol-
lowing candidates could advance to
a likely second round: longtime
junta opponent Alpha Condé; Sidya
Touré, who was Guinea’s prime min-
ister between 1996 and 1999; and
Cellou Dalein Diallo, prime minister
from 2004 to 2006.

Guinea’s elections are being
closely watched. Few African coun-
tries have been able to pull off a
smooth transition from dictatorship
to democracy.

There have been four coups in
Africa in the last two years—in
Guinea, Niger, Madagascar and Mau-
ritania. While coup leaders often
promise a quick transfer of power,
restoration of democratic institu-
tions and fast-tracked elections,
most aren’t following through with

those promises.
In Guinea, the next elected

leader faces a tough road.
An immediate challenge, political

analysts say, will be to make sure
that Guinea’s soldiers stay in their
barracks. Just ten months ago, at a
rally in favor of civic rights and de-
mocracy held in the capital, Cona-
kry, Guinea’s army shot into the
crowd, killing more than 150 partici-
pants and wounding more than
1,000.

Another headache for Guinea’s
future president will be Latin Amer-
ican drug cartels, which are increas-
ingly using West Africa and Guinea
in particular, as a hub to export nar-
cotics towards Europe, analysts say.

The main difficulty, however,
could be jump-starting Guinea’s
economy.

The country has large potential
riches, including the world’s largest
reserves of bauxite—used to make
aluminum—but ranks among Af-
rica’s poorest.

During the campaign, most can-
didates have said their priority
would be to study and perhaps rene-
gotiate a number of large mining
contracts that Guinea’s junta signed
in recent years, notably with Chi-
nese companies.

BY DAVID GAUTHIER-VILLARS
AND WILL CONNORS

Guinea’s coup leader and transition president, Gen. Sekouba Konate, casts his ballot on Sunday in the capital, Conakry.

Turkey bans flights
by Israeli military

Turkey said Monday it closed its
airspace to Israeli military flights in
the wake of the Israeli commando
raid on a Turkish aid ship, further
squeezing a military alliance that
analysts say has become more use-
ful for Israel than for Ankara.

Yet three weeks after the May 31
boarding of the Mavi Marmara se-
verely damaged the relationship be-
tween the two countries, Ankara re-
mains cautious about completely
severing its military ties with Israel.

On Monday, Prime Minister Re-
cep Tayyip Erdogan told reporters
after a Group of 20 summit in To-
ronto that Turkey has banned Israeli
military flights from its airspace
since the May 31 boarding of the
Gaza-bound aid ship in which nine
Turkish citizens and an American of
Turkish descent were killed, the As-
sociated Press reported. Mr. Erdo-
gan was responding to questions
about an Israeli plane carrying mili-
tary personnel to Auschwitz, Poland,
that was forced to divert earlier this
month. A Turkish official clarified
military flights would be considered
on a case-by-case basis and civilian
flights wouldn’t be affected.

Immediately after the Gaza inci-
dent, Turkey canceled three sched-
uled military exercises with Israel.
Since then, it has warned that ties
could be further restricted if Israel
fails to apologize to Turkey over the
Mavi Marmara affair, among other
conditions. But Turkey’s govern-
ment is wary of rushing to take
steps that could harm relations with
the U.S., or with its own military in-
dustry because of lost potential con-
tracts, analysts say.

“If the U.S. has to choose be-
tween Israel and Turkey at one
point, it would choose Israel, which
would cause further stress” between
Ankara and Washington, said Serdar
Erdurmaz, an arms expert and for-
mer Turkish defense-industry execu-
tive at the Turkish Center for Inter-
national Relations and Strategic
Studies in Ankara.

Last week, U.S. officials issued
statements to scotch speculation in
Turkish media that a deadly attack
by Kurdish rebels across Turkey’s
border with Iraq occurred because
the U.S. withheld intelligence to

punish Ankara over its friendly pol-
icy toward Iran and shunning of Is-
rael.

The recent divisions are a dra-
matic reversal from the mid-1990s,
when Turkey’s military turned to Is-
rael to help upgrade its large but
poorly equipped military. Turkey
was at the time embroiled in a
bloody war with Kurdish separatists,
and in the late 1990s faced threats
of war with both Greece and Syria.

Military contracts followed
quickly on two 1996 defense-pro-
curement agreements. Among the
known deals were well over $1 bil-
lion in advanced avionics, long-
range fuel tanks and cruise missiles
to outfit Turkish fighter planes; a
deal to upgrade 170 M60 tanks; and
another to provide Turkey with un-
manned aerial vehicles. The UAVs
are still being delivered despite the
latest crisis.

Neither side has ever revealed
the precise extent of their military
relationship. One senior Israeli offi-
cial said that at its height, Israel’s
annual military sales to Turkey eas-
ily exceeded $2 billion a year.

“Everything our military had was
on the table at one point,” said for-
mer Israeli Defense Minister
Ephraim Sneh, in an interview.
“They were one of the top five cli-
ents of our defense industry.”

Israel’s air force used to train at
least two or three times a year in
Turkey, over wide-open territory
that could simulate action over Iran.
“The threats to Israel are now com-
ing from a long distance away, so
it’s important for Israel to be able to
train flying long distances,” said re-
tired Maj. Gen. Eitan Ben Eliyahu,
who commanded Israel’s air force
from 1996 to 2000.

Turkey, for its part, gained from
Israeli intelligence. The 1999 capture
of Kurdish rebel leader Abdullah Oc-
alan, who is still in a Turkish prison,
was widely attributed to help from
Israeli intelligence. Access to Turkey
gave Israel’s military a perch and
listening post on the borders of
Iraq, Syria and Iran, some of Israel’s
most worrisome foes.

Mr. Erdurmaz said the loss of Is-
rael as a partner would hurt Turkish
arms firms that have ties there, but
not fatally. The companies have
“matured” since the 1990s, he said,
and because of technology transfers
are able to operate and produce
much of the Israeli equipment.

By Marc Champion in
Istanbul and Charles

Levinson in Jerusalem

Gillard announces Australian cabinet
SYDNEY—Australian Prime Min-

ister Julia Gillard announced Mon-
day a minor shuffle of the ruling La-
bor government’s cabinet,
cementing in place the team she will
take to the next election, widely ex-
pected to be called within months.

Ms. Gillard, who rode a party re-
volt last week to oust Kevin Rudd
from the country’s top job, ap-
pointed veteran Simon Crean as
minister for education, employment
and workplace relations, and gave
Foreign Minister Stephen Smith the
additional portfolio of trade rela-
tions.

Mr. Rudd will be frozen out of
the ministry until after the election,
at which time Ms. Gillard said she

will “shake” the team a second time.
Ms. Gillard said “she would be

absolutely delighted” to welcome

Mr. Rudd into a senior ministerial
post if Labor secures a second term.

“This will be a close, hard-fought
contest,” she said.

Ms. Gillard said she thought time

on the sidelines would allow Mr.
Rudd the opportunity to regroup
with his family after his sudden top-
pling in a party coup last week.

The minimal shuffle ensures con-
tinuity for Labor ahead of what is
expected to be a closely fought elec-
tion. Freezing out Mr. Rudd will en-
sure the focus of attention remains
on Ms. Gillard during the election
campaign, expected to be around
five weeks in length.

“I have elected to have as limited
a reshuffle as possible, to keep the
maximum stability amongst the
team,” she told reporters in Can-
berra.

In a seamless transition to office
of prime minister since Thursday,
Ms. Gillard’s promotion has resulted
in a sharp recovery in support for

Labor, indicating it is again on track
to win a second term at the election.

Finance Minister Lindsay Tanner
will remain in his job despite his an-
nouncement last week that he won’t
seek re-election. Mr. Tanner said
then he was happy to serve until the
election.

Mr. Crean is a former leader of
the Labor Party and has held a num-
ber of cabinet posts, including as
minister for employment in the pre-
vious Labor government under
Prime Minister Paul Keating. Mr.
Crean also was president of the Aus-
tralian Council of Trade Unions.

“The modest changes I’ve made
to my front bench indicate that my
key focus is to have a steady hand,
methodical work, delivering for Aus-
tralians,” Ms. Gillard said.

BY JAMES GLYNN

*Based on a calculation of preference flows at
the 2007 election

Note: Telephone polls of 1,142 respondents. The
maximum margin of sampling error is plus or
minus 3 percentage points.

Source: Newspoll/The Australian

Returning popularity
Poll results based on a survey
taken June 25 to June 27

Preferred party*

Who do you think would make the
better prime minister?

Labor

Coalition

53%

47%

Julia Gillard

Tony Abbott

53%

29%

Uncommitted 18%

The minimal shuffle ensures
continuity for Labor ahead of
what is expected to be a
closely fought election, which
is expected to be called
within months.

Agence France-Presse/Getty Images
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Am Blend Portfolio A US EQ LUX 06/25 USD 9.75 -6.0 15.2 -12.1
Am Blend Portfolio I US EQ LUX 06/25 USD 11.52 -5.7 16.1 -11.4
Am Growth A US EQ LUX 06/25 USD 28.49 -8.8 14.3 -6.6
Am Growth B US EQ LUX 06/25 USD 23.84 -9.2 13.2 -7.5
Am Growth I US EQ LUX 06/25 USD 31.70 -8.4 15.2 -5.8
Am Income A US BD LUX 06/25 USD 8.60 4.5 17.5 8.4
Am Income A2 US BD LUX 06/25 USD 19.99 5.0 17.6 8.4
Am Income B US BD LUX 06/25 USD 8.60 4.2 16.7 7.6
Am Income B2 US BD LUX 06/25 USD 17.17 4.6 16.7 7.7
Am Income I US BD LUX 06/25 USD 8.60 4.7 18.2 9.1
Am Value A US EQ LUX 06/25 USD 8.10 -5.0 9.8 -9.6

Am Value B US EQ LUX 06/25 USD 7.42 -5.5 8.6 -10.5
Am Value I US EQ LUX 06/25 USD 8.75 -4.7 10.6 -8.9
Emg Mkts Debt A GL BD LUX 06/25 USD 15.82 4.4 24.0 10.9
Emg Mkts Debt A2 GL BD LUX 06/25 USD 21.09 4.9 23.8 11.0
Emg Mkts Debt B GL BD LUX 06/25 USD 15.82 4.0 22.9 9.8
Emg Mkts Debt B2 GL BD LUX 06/25 USD 20.22 4.4 22.6 9.9
Emg Mkts Debt I GL BD LUX 06/25 USD 15.82 4.6 24.6 11.5
Emg Mkts Growth A GL EQ LUX 06/25 USD 32.93 -5.0 26.9 -11.7
Emg Mkts Growth B GL EQ LUX 06/25 USD 27.78 -5.4 25.6 -12.6
Emg Mkts Growth I GL EQ LUX 06/25 USD 36.65 -4.6 27.9 -11.0
Eur Growth A EU EQ LUX 06/25 EUR 7.32 4.1 21.0 -8.5
Eur Growth B EU EQ LUX 06/25 EUR 6.55 3.6 19.7 -9.4
Eur Growth I EU EQ LUX 06/25 EUR 8.01 4.4 21.9 -7.7
Eur Income A EU BD LUX 06/25 EUR 6.73 4.4 25.1 8.0
Eur Income A2 EU BD LUX 06/25 EUR 13.50 4.9 25.1 8.0
Eur Income B EU BD LUX 06/25 EUR 6.73 4.1 24.4 7.3
Eur Income B2 EU BD LUX 06/25 EUR 12.51 4.5 24.1 7.2
Eur Income I EU BD LUX 06/25 EUR 6.73 4.7 25.7 8.6
Eur Strat Value A EU EQ LUX 06/25 EUR 8.03 -5.9 13.9 -15.3
Eur Strat Value I EU EQ LUX 06/25 EUR 8.25 -5.6 14.7 -14.6
Eur Value A EU EQ LUX 06/25 EUR 8.66 -5.9 14.2 -11.9
Eur Value B EU EQ LUX 06/25 EUR 7.93 -6.3 13.1 -12.7
Eur Value I EU EQ LUX 06/25 EUR 10.04 -5.5 15.1 -11.2
Gl Balanced (Euro) A EU BA LUX 06/25 USD 14.19 -0.1 15.5 -6.9
Gl Balanced (Euro) B EU BA LUX 06/25 USD 13.76 -0.5 14.4 -7.8
Gl Balanced (Euro) C EU BA LUX 06/25 USD 14.07 -0.2 15.2 -7.2
Gl Balanced (Euro) I EU BA LUX 06/25 USD 14.50 0.3 16.4 -6.3
Gl Balanced A US BA LUX 06/25 USD 15.74 -4.5 11.9 -8.9
Gl Balanced B US BA LUX 06/25 USD 14.90 -4.9 10.8 -9.8
Gl Balanced I US BA LUX 06/25 USD 16.38 -4.2 12.7 -8.3
Gl Bond A US BD LUX 06/25 USD 9.49 4.4 12.8 7.6

Gl Bond A2 US BD LUX 06/25 USD 16.77 4.7 12.9 7.5
Gl Bond B US BD LUX 06/25 USD 9.49 4.0 11.7 6.5
Gl Bond B2 US BD LUX 06/25 USD 14.62 4.3 11.7 6.5
Gl Bond I US BD LUX 06/25 USD 9.49 4.7 13.3 8.2
Gl Conservative A US BA LUX 06/25 USD 14.59 -0.7 10.1 -2.0
Gl Conservative A2 US BA LUX 06/25 USD 16.81 -0.7 10.1 -2.0
Gl Conservative B US BA LUX 06/25 USD 14.58 -1.2 9.0 -3.0
Gl Conservative B2 US BA LUX 06/25 USD 15.89 -1.2 9.0 -3.0
Gl Conservative I US BA LUX 06/25 USD 14.67 -0.3 11.0 -1.2
Gl Eq Blend A GL EQ LUX 06/25 USD 10.44 -10.5 10.4 -20.1
Gl Eq Blend B GL EQ LUX 06/25 USD 9.75 -11.0 9.2 -20.9
Gl Eq Blend I GL EQ LUX 06/25 USD 11.06 -10.1 11.3 -19.4
Gl Growth A GL EQ LUX 06/25 USD 38.21 -8.8 11.8 -20.0
Gl Growth B GL EQ LUX 06/25 USD 31.74 -9.3 10.6 -20.8
Gl Growth I GL EQ LUX 06/25 USD 42.59 -8.5 12.6 -19.4
Gl High Yield A US BD LUX 06/25 USD 4.38 4.6 32.6 8.3
Gl High Yield A2 US BD LUX 06/25 USD 9.74 5.2 32.5 8.3
Gl High Yield B US BD LUX 06/25 USD 4.38 4.1 31.2 7.0
Gl High Yield B2 US BD LUX 06/25 USD 15.58 4.7 31.1 7.2
Gl High Yield I US BD LUX 06/25 USD 4.38 4.8 33.4 9.0
Gl Thematic Res A OT OT LUX 06/25 USD 13.92 -5.5 22.0 -3.7
Gl Thematic Res B OT OT LUX 06/25 USD 12.12 -6.0 20.8 -4.6
Gl Thematic Res I OT OT LUX 06/25 USD 15.58 -5.2 23.0 -2.9
Gl Value A GL EQ LUX 06/25 USD 9.84 -11.7 9.7 -19.9
Gl Value B GL EQ LUX 06/25 USD 8.99 -12.2 8.6 -20.7
Gl Value I GL EQ LUX 06/25 USD 10.50 -11.4 10.5 -19.3
India Growth A OT OT LUX 06/25 USD 132.16 4.1 39.5 NS
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Int'l Health Care A OT EQ LUX 06/25 USD 129.72 -5.6 11.3 -4.8
Int'l Health Care B OT EQ LUX 06/25 USD 108.88 -6.1 10.2 -5.7
Int'l Health Care I OT EQ LUX 06/25 USD 142.28 -5.3 12.2 -4.0
Int'l Technology A OT EQ LUX 06/25 USD 106.31 -3.7 25.0 -8.0
Int'l Technology B OT EQ LUX 06/25 USD 91.67 -4.1 23.7 -8.9
Int'l Technology I OT EQ LUX 06/25 USD 119.66 -3.3 26.0 -7.2
Japan Blend A JP EQ LUX 06/25 JPY 5625.00 -6.6 -4.0 -21.6
Japan Growth A JP EQ LUX 06/25 JPY 5345.00 -9.0 -6.6 -23.0
Japan Growth I JP EQ LUX 06/25 JPY 5521.00 -8.7 -5.8 -22.4
Japan Strat Value A JP EQ LUX 06/25 JPY 5902.00 -3.6 -0.2 -20.3
Japan Strat Value I JP EQ LUX 06/25 JPY 6083.00 -3.2 0.6 -19.7
Real Estate Sec. A OT EQ LUX 06/25 USD 14.11 -1.7 29.0 -10.8
Real Estate Sec. B OT EQ LUX 06/25 USD 12.84 -2.1 27.8 -11.7
Real Estate Sec. I OT EQ LUX 06/25 USD 15.23 -1.2 30.2 -10.0
Short Mat Dollar A US BD LUX 06/25 USD 7.30 1.7 11.6 -0.8
Short Mat Dollar A2 US BD LUX 06/25 USD 9.98 1.9 11.5 -0.8
Short Mat Dollar B US BD LUX 06/25 USD 7.30 1.5 11.1 -1.2
Short Mat Dollar B2 US BD LUX 06/25 USD 9.91 1.7 11.0 -1.3
Short Mat Dollar I US BD LUX 06/25 USD 7.30 1.9 12.1 -0.2

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 06/25 GBP 7.55 -8.4 15.7 -4.6
Andfs. Borsa Global GL EQ AND 06/25 EUR 6.03 -7.3 11.6 -14.6
Andfs. Emergents GL EQ AND 06/25 USD 15.84 -8.7 23.1 -9.4

FUND SCORECARD
HF Emerging Market Equity
These funds primarily take long/short positions in emerging market equities At least 60% of assets are
invested in emerging market equities Ranked on % total return (dividends reinvested) in U.S. dollars for
one year ending June 28, 2010

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

1 East Capital East Capital Asset USDCayman Isl 9.44 62.97 -32.89 12.04
Bering Russia Management AB

3 Griffin Griffin Capital EURCayman Isl 48.45 60.48 -1.28 8.18
Eastern European Value Fund Management Ltd

2 TCG TCG Advisory USDCayman Isl 14.78 56.93 -16.31 14.91
Indiastar Cayman Ltd Services Private Ltd

NS Magna Turkey Charlemagne EURIreland 0.78 53.30 2.45 11.63
Fund - C Shares Capital Ltd (Cayman Island)

2 Deltec Deltec Asset USDUnited States 0.79 42.31 0.41 13.32
Emerging Markets Equities Ltd Management LLC

3 Karma Karma Capital USDCayman Isl 8.44 33.47 -0.20 NS
Offshore Fund Ltd Series A Management LLC

NS Magna Latin Charlemagne EURIreland -7.69 32.82 -11.98 21.44
American Fund - C Capital Ltd (Cayman Island)

NS Victoire Victoire FinCap USDUnited States 3.14 31.35 23.39 NS
Long Short - USD Admin de Recursos

NS Victoire Victoire FinCap BRLBrazil 3.02 30.21 22.94 NS
Long Short-BRL Admin de Recursos

NS Charlemagne Charlemagne EURIreland -2.42 30.03 -29.31 8.38
Magna Russia Fund Class C Capital Ltd (Cayman Island)

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
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Autos lead Europe gains
Euro slips but pound gains against dollar; oil and gold lose ground

European stocks rose Monday
following a choppy session, boosted
by a positive start to the U.S. trad-
ing day and a rebound from last
week’s drop in the auto and con-
struction sectors.

Among auto stocks, Renault rose
3.1% and Daimler rose 2.9%, follow-
ing a decline on Friday when UBS
downgraded Daimler to “neutral”
from “buy.”

Construction stocks also ad-
vanced, with the Pan European
Stoxx 600 construction-sector index
up 2.1%. The pan-European Stoxx
600 index closed up 1.2% at 251.36.

The U.K.’s FTSE 100 index rose
0.5% to 5071.68, France’s CAC-40
index ended up 1.6% at 3576.45 and
Germany’s DAX added 1.4% to
6157.22. The gains came as investors
digested the outcome of the Group
of 20 meeting over the weekend,
during which the leaders pledged to
halve their government deficits by
2013 and softened a 2012 deadline
for implementing new bank rules.

U.S. stocks finished the day
slightly lower, giving up earlier
gains. The Dow Jones Industrial Av-
erage fell 5.29 points, or 0.05%, to
close at 10138.52, while the 10-year
Treasury rose 24/32 to 103 31/32, to
yield 3.032%.

Stocks in London endured a par-
ticularly volatile session as strug-
gling bank stocks were offset by
gains among mining shares. Stan-
dard Chartered fell 1.8%, leading
the sector’s decline after the com-
pany said dour market sentiment in
recent weeks had hurt business.
Among other banking stocks, Royal
Bank of Scotland dropped 2.3%.

On Tuesday, traders will be
looking at several economic reports
in Europe and the U.S. Among the
highlights are U.K. mortgage ap-
provals, euro-zone confidence indi-
cators, the U.S.’s S&P Case-Shiller
home-price index and the consumer-
confidence index.

In late-afternoon currency trad-
ing in New York, the euro was at
$1.2281, down from $1.2386 late Fri-
day in New York. The pound was at

$1.5111, up from $1.5061, while the
dollar was at 89.35 yen, up from
89.27 yen.

Light, sweet crude for August
delivery fell 61 cents to $78.25 on
the New York Mercantile exchange.
Gold for June delivery fell $17.60 per
troy ounce, or 1.4%, to $1,238.20 on
the Comex division of Nymex.

In major market action: BP rose
1.2% in London. Unicredit issued a
research report that said the com-
pany could separate its U.S. busi-
ness, including the operations in-
volved in the Gulf of Mexico spill,
into a separate company. That
would make the remaining opera-
tions of BP a profitable, dividend-
paying non-U.S. company.

Spanish oil-and-gas firm Repsol
rose 2.7% on a brokerage upgrade.
Rio Tinto advanced 2.1% and Antof-
agasta rose 2.5%.

Infineon Technologies rose 2.8%
after saying it isn’t in talks with
Russian conglomerate Sistema.

Germany’s Q-Cells slid 5.2% after
the stock was downgraded to “sell”
from “neutral” at Goldman Sachs.

BY MICHELE MAATOUK

BT pension fund cuts deficit
LONDON—The BT Pension

Scheme, the U.K.’s biggest fund,
made a dent in its multibillion-
pound deficit after earning a 12.2%
return on its investments last year,
thanks to gains from credit holdings
and short-lived investments.

The fund, which manages the
pensions of 336,000 current and
former employees of telecommuni-
cations company BT Group PLC,
made a net gain of £2.7 billion ($4.1
billion) in 2009, taking the value of
its portfolio to £34.1 billion as of
Dec. 31.

As a result, the fund reduced its
deficit from £9 billion to an esti-
mated £7.6 billion by the end of
2009, according to the fund’s annual
report. The bill for pensions still
owed rose from £40.3 billion to
£41.7 billion, partly due to people
living longer.

The fund’s return beat an 11.6%
rise in its customized benchmark.

Most of the gains came from re-
covering stock markets, even as BT

trustees reduced their equities hold-
ings through the year, from 35% to a
record low of 29%.

A special portfolio of credit in-
vestments created in 2008 to take
advantage of the market dislocation
because of the global financial crisis
also appreciated. The fund invested
£624 million in this portfolio in
2008, and another £108 million last
year. At the end of 2009, it was val-
ued at £977 million.

In its annual report, the fund’s
trustees described the actual per-
formance as “satisfactory.” A
spokesman for BT said neither the
company nor the trustees had any-
thing to add to what was published
in the report.

Overall performance was driven
by both external and internal fund
managers. M&G Investments, the
U.K. fund manager that manages
money in corporate bonds for BT,
beat its target by 2.5 percentage
points, while an inflation-linked
bonds portfolio, run by the fund’s
in-house asset manager Hermes,
overshot by 10.4 percentage points.

Hermes also did well in European
large-cap equities, but its small-cap
portfolios underperformed.

The pension plan made few
changes to its broad strategy during
the year. But it generated gains of
£172 million through its “tactical
overlay” strategy, which involves
taking short-term bets without af-
fecting its long-term allocations.

Such “overlays,” popular among
larger U.K. pension funds, usually
are implemented by using deriva-
tives, rather than by buying and
selling securities.

The BT plan increased its invest-
ments in hedge funds by close to
£820 million during 2009. As of Dec.
31, the fund had hedge-fund invest-
ments of £2.3 billion, or 6.3% of its
portfolio, making it one of the
larger hedge-fund investors among
U.K. pension funds.

Its long-term allocation targets
remain at 33% for equities, 20% for
fixed-interest securities, 15% for in-
flation-linked instruments, 20% for
alternatives and 12% for property.

—More at efinancialnews.com

BY MARK COBLEY

Tesla Motors increases
size of share offering

Electric-car maker Tesla Motors
Inc. increased the size of its initial
public offering, which was expected
to price Monday night.

The offering, expected to appeal
to both clean-energy investors and
car geeks, bucks a trend of compa-
nies cutting the size of IPO plans in
recent weeks because of stock-mar-
ket volatility. Others haven’t been
able to complete efforts and shelved
deals.

Tesla and existing shareholders
will offer a combined 13.3 million
shares, according to a Securities and
Exchange Commission filing. It left
the proposed price range unchanged
at $14 to $16 a share, meaning the
company could raise as much as
$212.8 million in the sale.

The company previously had said
it could sell as many as 11.1 million
shares, putting the IPO’s value at as
much as $178 million, prior to any
use of the overallotment option,
which would add nearly 1.7 million

shares, or more than $27 million at
the top price.

In the event of strong demand,
the enlarged offering could be in-
creased by nearly two million
shares, according to the filing. The
additional shares would come from
the selling shareholders.

Under the new terms, there will
be 11.9 million shares coming from
the company and the rest from cur-
rent owners. Tesla had projected
selling up to 10.6 million shares.

Tesla has been approved to list
its stock on the Nasdaq Global Mar-
ket under the symbol TSLA. The
company, named for scientist and
inventor Nikola Tesla, has been sell-
ing its all-electric Roadsters for
nearly two years and is still the
only company selling highway-capa-
ble electric vehicles to consumers
in volume. It said it has sold 1,063
Roadsters as of March 31.

Last month, Tesla said its first-
quarter loss widened to $29.5 mil-
lion from $16 million a year earlier.
Revenue was flat at $20.8 million.

BY MATT JARZEMSKY




