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Pope agrees condom use better
than allowing spread of HIV
WORLD NEWS 9

Divided meeting of Fed
lowered growth forecasts
U.S. NEWS 8
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The Quirk

So, did Spam ever leave the
cans? Cruise ship mystery
makes waves. Page 29

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

Editorial
& Opinion

North Korea’s attack was a
rational act of extortion.
Page 13

NorthKoreafiresrocketsatSouth
SEOUL—North Korea fired

artillery at a South Korean is-
land near a disputed western
maritime border Tuesday, kill-
ing two South Korean marines
in a surprise barrage that kin-
dled global worries about
worsening relations between
the countries.

A South Korean military
unit on the island returned
fire, while South Korean mili-
tary officials scrambled
fighter jets. At least 16 ma-
rines were injured, military
officials said. Three civilians
were injured, and the island’s
1,200 residents were sent
scrambling for bomb shelters.

“The whole neighborhood
is on fire,” said, Na Young-ok,
a resident of the island, called
Yeonpyeong, from a bomb
shelter about an hour after
the shelling began.

South Korean officials con-
demned North Korea and
warned that it would respond
in kind to further provoca-
tions, while South Korean
President Lee Myung-bak con-
vened an emergency meeting
of defense and security agen-
cies.

“The attack is a sheer act
of provocation. Moreover,
shooting indiscriminately on
civilians cannot be forgiven,”
said Hong Sang-pyo, spokes-
man for Mr. Lee. “Our military
reacted immediately accord-
ing to our combat rules. We

will act sternly against any
more provocation. North Ko-
rea should take the responsi-
bility for this.”

North Korea’s official me-
dia late Tuesday said South
Korea’s military fired artillery
into water on the North’s side
of the maritime border while
conducting a drill, and that in
response it fired the artillery
at Yeonpyeong.

A South Korean presiden-

tial spokeswoman said offi-
cials were exploring whether
there was a link between the
shelling and North Korea’s
earlier complaints about a
large-scale exercise the
South’s military started this
week. North Korea has com-
plained in the past about exer-
cises without retaliation, how-
ever, and the South’s
large-scale exercise wasn’t
taking place near the island.

The U.S. and the European
Union condemned the shell-
ing, while Russia and China
called for a cooling of tensions
on the peninsula. Japan’s gov-
ernment went on high alert,
with Prime Minister Naoto
Kan ordering cabinet mem-
bers to step up information
gathering and prepare for
emergencies.

“The United States is
firmly committed to the de-

fense of our ally, the Republic
of Korea, and to the mainte-
nance of regional peace and
stability,” the White House
press secretary said, referring
to South Korea by its formal
name. The White House said
President Barack Obama plans
to call South Korean President
Lee Myung-bak to discuss the
attack.

The U.S. will stand “shoul-
der-to-shoulder” with South

Korea over the incident, said
White House Press Secretary
Bill Burton.

Mr. Burton called the at-
tack “outrageous.” Mr. Burton

Please turn to page 10

BY EVAN RAMSTAD
AND JAEYEON WOO

This picture taken by a South Korean tourist on Tuesday shows plumes of smoke rising from South Korea’s Yeonpyeong island after it was hit by North Korean rockets.
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Spain officials speak out
to soothe contagion fears

Spanish officials are
mounting an aggressive cam-
paign to dismiss fears that
Europe’s fiscal woes—which
have already leapt from
Greece to Ireland and may
soon spread to Portugal—will
one day reach their shores.

With the estimated €80
billion ($109 billion) interna-
tional bailout of Ireland mov-
ing ahead, investors are fret-
ting about a similar fate for
other troubled European
economies. Many say Portu-
gal could be next, but if the
problems then spread to the
much larger Spanish econ-
omy, some say that the dura-
bility of Europe’s common

currency—a theoretical con-
cern so far—could become a
real question.

That is why Spanish offi-
cials are hastening to throw
up a firewall around their
country with a volley of posi-
tive comments about the
progress of Spain’s fiscal re-
forms and the soundness of
its banking sector. The mes-
sage they are emphasizing:
Spain is not Ireland.

“Due to the extraordinary
measures taken, our situation
is better than those of other
countries, and better than it
was in May,” Carlos Ocaña,
deputy finance minister for
the budget, said.

Meanwhile, Bank of Spain
Gov. Miguel Angel Fernandez
Ordoñez on Tuesday said the

Spanish banking sector is rel-
atively healthy and there
should be “no comparison”
between Spanish banks and
many of their European
peers. His words followed re-
marks Monday by Spanish Fi-
nance Minister Elena Salgado,
who said in a radio interview
that Spain has a larger, more
diverse economy than Ireland
and “tangible” progress was
being made with Spanish re-
forms.

Despite the effort to calm
markets, the cost of funding
for Spain and other periph-

Please turn to page 4

BY SARA SCHAEFER MUÑOZ
AND JONATHAN HOUSE

� The story speeds up in the
euro-zone debt crisis .............. 2

� Concerns about spreading
risk still dog Europe ................ 5

� Cautious China sides with
North’s version of events .. 10

� Latest attacks test South
Korea’s limits ............................. 11

� Japan goes on high alert
after skirmish............................. 11
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Dynegy bows
to Icahn’s
power play

Carl Icahn’s next toast should be:
“Hope springs eternal.”

He is the obvious winner from
the collapse of Blackstone Group’s
bid for Dynegy Tuesday. Black-
stone’s offer effectively gave it a no-
money-down option on recovery via
a side deal to sell some power
plants to NRG Energy.

From the start, that raised the
question of why Dynegy couldn’t
just restructure itself.

Crucially, Mr. Icahn held out the
prospect of refinancing Dynegy’s ex-
isting credit facility, raising hopes
that Dynegy could survive until re-
covery in natural-gas prices, and
thereby electricity prices, arrived.

Dynegy’s management also had a
credibility gap.

Only a week before it agreed to
Blackstone’s offer in August, share-
holders were told Dynegy was well-
positioned for a recovery and had
no significant bond maturities be-
fore 2015. Worse, by mid-October,
management was quoting Moody’s
analysis of Dynegy’s “quite fragile”
finances.

It is true that gas prices had con-
tinued falling after Blackstone’s of-
fer was announced, and Dynegy has
been shopped to death without kin-
dling any obvious interest from
trade buyers.

But after management touted
Blackstone’s bid and sounded so
pessimistic about Dynegy’s stand-
alone future, a shake-up in the com-
pany’s top ranks wouldn’t be sur-
prising as shareholders consider the
next steps.

Chief among them is Mr. Icahn
himself.

If he refinances Dynegy, he likely
would be its largest shareholder, at
a cost of only about $60 million,
and its biggest secured creditor.
That would provide him with expo-
sure to potential economic recovery
but also a central role in restructur-
ing Dynegy if gas prices remain sub-
dued.

Hope is nice, but it is best to
have all eventualities covered.

—Liam Denning

Stressed Irish banks show Basel failings
In July, Irish banks passed Euro-

pean “stress” tests. Four months
later, they have brought the country
to its knees.

Bank of Ireland claims a core
Tier 1 ratio of about 8%, yet the mar-
ket refuses to lend to it. Greek, Por-
tuguese and some Spanish banks
have similarly found themselves shut
out of private-sector funding mar-
kets. This skepticism highlights a
weakness of the Basel capital rules
that European banks operate under.

Investors fear banks’ reported
capital ratios may not fully reflect
the risks on their balance sheets.
Core Tier 1 capital ratios are calcu-
lated as a proportion of risk-
weighted assets. But while the Basel
Committee on Banking Supervision
has made progress improving the
quality and quantity of capital, the
Basel II and III rules allow banks and
national regulators discretion in cal-
culating risk-weighted assets. Where
banks have sufficient historical data,

Basel lets them use their own models
to calculate risk weightings.

This has some logic. A Norwegian
mortgage is likely not as risky as a
Spanish one, so it shouldn’t require
the same capital to back it. But the
approach causes wide variations. At
Banco Santander, risk-weighted as-
sets amount to 48% of the total bal-
ance sheet, compared with 24% at
Barclays and 14% at Deutsche Bank.
The three have core Tier 1 ratios of
8.5%, 10% and 7.6%, respectively. On
average, Santander is holding capital
equivalent to 2.99% of each expo-
sure, versus an average 2.2% at its
major European peers.

This simply may reflect differ-
ences in the underlying riskiness of
the assets. Both Deutsche and Bar-
clays have large investment-banking
divisions whose assets, under Basel
II, carry lower capital charges than
traditional loans. And Santander’s
higher risk weightings may reflect
Spain’s greater economic challenges.

But the differences also may re-
flect different national treatments of
similar risks. Some European bank
finance chiefs fear this is the case,
although it is impossible to prove
from regulatory disclosures. Some
also worry that relying on past per-

formance to calculate risk weights
can amplify cyclical swings. Banks
might increase mortgage lending in
countries that didn’t experience a
housing bust because of lower capi-
tal charges.

The Basel committee shares these
concerns, but offers no quick fix. It
is considering giving national regula-
tors model portfolios to flag differ-
ences. The Bank of England wants
auditors to play a greater role in
helping regulators assess bank mod-
els. Basel III also is supposed to in-
troduce a backstop leverage ratio
based on total rather than risk-
weighted assets, to prevent overag-
gressive borrowing. But this pro-
posal is the victim of a trans-Atlantic
dispute over how to calculate it.

Faced with this loss of confidence
in balance sheets, banks will have to
operate with far higher capital ra-
tios, a lesson that Greek and Irish
banks learned far too late.

—Simon Nixon

Latvia’s upbeat lessons for Ireland
Whatever happened to Latvia?
Just over a year ago, the Baltic

state was roiled by crisis. Locked
into a desperately uncompetitive
fixed exchange rate with the euro,
the economy was shrinking and the
government was under pressure
from the European Union and Inter-
national Monetary Fund to introduce
austerity measures that threatened
an even deeper recession. And with
much of Latvia’s private-sector bor-
rowing taking place in foreign cur-
rencies from foreign banks, there
were real fears that a wave of de-
faults would ripple through the Eu-
ropean banking system. Sound famil-
iar?

But this doomsday scenario ap-
pears to have been averted. Latvia
resisted the temptation to devalue,
as many had urged. Instead, it
pressed ahead with efforts to regain
lost competitiveness through what
has been an extremely painful inter-
nal devaluation. The IMF calculates
the cumulative contraction in the

Latvian economy in 2008-09 was
25%, the sharpest of any country.
The jobless rate hit 20%; the burst-
ing of the construction bubble
means that structural and long-term
unemployment are higher. Wages
across the economy fell 19% from
their 2008 peak, according to Nordic

bank SEB.
Yet the economy is finally turning

the corner, expanding an unexpect-
edly fast 2.7% year on year in the
third quarter. Unemployment ap-
pears to have peaked, dropping to
19.4% in the second quarter. Exports
in the third quarter were up 38%
from a year earlier. The current ac-
count has swung to surplus from a
yawning deficit of more than 20% of
gross domestic product before the
crisis.

There still are hurdles ahead. The
budget-deficit target will be
achieved this year but remains wide
at 8.5% of GDP, with 5.5 percentage
points of tightening ahead in the
next two years to reach the 3% tar-
get necessary to join the euro. Euro-
pean austerity measures also could
hurt exports, given 71% go to the EU.
But the IMF forecasts growth of 3.3%
in 2011.

Latvia is showing there is life af-
ter austerity.

—Richard Barley
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London’s superrich have been
fleeing the U.K. to Switzerland to
escape the new 50% top rate of
tax and a proposed bank levy. Hun-
dreds of hedge-fund managers al-
ready have left. But will they soon
be heading home again? The Swiss
go to the polls this week to vote in
a referendum on whether to intro-
duce a new minimum 22% top rate
of tax on income above 250,000
Swiss francs ($252,500) and a
0.5% levy on all assets above two
million francs. That has prompted
some of Switzerland’s richest busi-
ness figures to threaten to quit the
country if the law is passed,
among them Alfred Schindler, bil-
lionaire founder of the elevator
company that carries his name.
These threats may be hitting
home, with the latest polls sug-
gesting public opinion starting to
swing against the plan. But for
anxious City exiles looking for a
Plan B, there’s always Monaco.

—overheard@wsj.com
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Twelve hours is a long time in a crisis
—the euro-zone one is speeding up

Remember
when all the focus
was on whether or
not Ireland would
deign to take a
bailout? That was

only late last week. So much has
happened since then in the fast-
moving euro-zone crisis that
Ireland already seems an age ago.
The story is speeding up.

Portugal is next in the queue.
Not so fast says EU President
Herman Van Rompuy, whose
running commentary is becoming
unmissable for all the wrong
reasons.

Here he is on Tuesday on a
visit to Stockholm. “Portugal does
not need any help, it is in a very
different situation to Ireland.
Portugal has not suffered from a
housing-market bubble, its
financial sector is not oversized
and its banks are well
capitalized.”

Yes, but that is not what is
exercising the markets with
regards to Portugal. The country’s
government reported Tuesday
that its deficit had worsened in
the first ten months of this year,
with a 2.8% increase in
government spending compared to
the same period last year.
Remember that the Irish bailout
was supposed to alleviate
pressure on Portugal and others.
In the event it seems to have
bought those in charge of the
European project only about
twelve hours of improved market
stability.

Already attention is shifting to
Spain. Making up around a tenth
of the European economy it is of
an entirely different order to
plucky Portugal and little Ireland.
The Spanish government says it
doesn’t need a bailout (a
statement that is now mandatory
fare for finance ministers but

seems not to make much
difference). And the central bank
pointed on Tuesday to the health
of Spain’s powerful banking
sector.

Spain is supposed to be the
firewall in the euro zone. In
theory, bailouts of Greece, Ireland
and Portugal can be borne, but if
Spain were to need a rescue then
the crisis tips into the territory in
which it is conceivable that the
euro zone could blow up.

Spain is the line it is said that
German taxpayers will not cross.
If they balked at assisting Spain
and a German government did not
participate then the euro starts to
break up. It is hard to see such an
eventuality having anything less
than horrendous implications,

including default, chaos and
widespread penury.

Can the crisis be stopped short
of Madrid, the euro saved and
terrible consequences avoided?

It will likely require much
closer integration of the euro-
zone countries that goes beyond
what is currently on the table.
Full-scale political integration is
what is being contemplated but it
is unclear whether, if Germany
formally demands it, it will be
viable or capable of gathering
support in individual countries
with their fractious and soon-to-
be-frightened electorates.

But it is worth remembering
that it is not just individual
economies and a currency that are
under pressure. Several big ideas
are being stress tested here.

First, the bailing out and
unlimited guaranteeing of
banks—a major factor in the Irish
end of the crisis. The orthodoxy
that established itself after the
collapse of Lehman Brothers
stipulated that the inter-
connectedness of financial
institutions made it unthinkable

that major players should be
allowed to fail. That was the logic
of the panic of late 2008 and early
2009.

Angela Merkel, the German
Chancellor, says that this has gone
too far, and that eventually bond
holders and institutions must
take a share of the pain. But the
result of her comments on the
matter was an acceleration of the
crisis in Ireland and eventually a
giant loan to bail out the Irish
banks.

It seems that once you start
bailing out banks it is difficult to
stop, and if you accept the theory
of inter-connectedness then is
there anything large and financial
you won’t rescue to buy a bit of
stability, even if it is for half a
day?

Then there is the late 20th-
century idea of closer European
integration itself, or more
specifically the Mitterrand-Kohl
idea of Europe that emerged from
the rubble of the Cold War. The
European political class has
invested heavily in what started
out as a co-operative exercise in
the 1950s but in time has become
something else: a great cause to
unite a continent say its
supporters, a political grand
project that was always going to
collide with market realities say
its critics.

Sometimes big ideas fail. And
history suggests that right up
until the moment that they do,
very large numbers of people will
maintain that failure is
unthinkable.

Perhaps that is not about to
happen in terms of European
togetherness, and the crisis will
slow down with order restored.
But what is holding together the
euro zone together today? It is
now no longer the dreams of an
elite determined to construct a
rival to the U.S. that could parley
on equal terms with the emerging
powers. Today it is being held
together by simple fear of the
alternative.

Irish Finance Minister Brian Lenihan in Brussels last Wednesday.
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David Cottle on euro-zone membership
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Can the crisis be stopped
short of Madrid, the euro
saved and terrible
consequences avoided?
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Autos

n Kingdom Holding said the in-
vestment firm and its chairman,
Saudi Arabian billionaire Prince
Alwaleed Bin Talal, invested $500
million in General Motors’s recent
initial public offering. The trans-
action represents 1% of the value
of GM’s subscriptions, Kingdom
Holding said.

n Mahindra & Mahindra of India
signed a final contract to acquire
a 70% stake in South Korea’s
Ssangyong Motor for 522.5 billion
won ($463.6 million).

i i i

Aviation

n Qantas said it will seek com-
pensation from engine maker
Rolls-Royce Group as it resumes
flights of its A380 jetliner after a
turbine blowout earlier this
month grounded its fleet.

i i i

Banks

n Deutsche Postbank expects
fourth-quarter pretax profit from
its retail banking business to be at
around the €213 million ($290.2
million) level it reported in the
third quarter, said the bank’s man-
agement board member for retail
banking.

n State Bank of India’s €750 mil-
lion ($1.02 billion) bond—the larg-
est-ever euro-denominated bond
from an Indian borrower—is the
latest sign that issuers from Asia’s
third-largest economy are growing
more ambitious in the offshore
bond market.

i i i

Energy

n A unit of PTT Exploration &
Production agreed to buy a 40%
stake in a Canadian oil sands proj-
ect from Norwegian oil and gas
company Statoil for $2.28 billion.

i i i

Fashion

n Clothing retailer J. Crew Group
agreed to be bought by two pri-
vate-equity firms for $43.50 a
share in cash, or about $3 billion.
TPG Capital, a former owner of J.
Crew, and Los Angeles-based Leo-
nard Green & Partners plan to
work with J. Crew Chief Executive
Millard Drexler, who will remain
in that role and maintain a “sig-
nificant equity investment” in the
New York-based company.
n Separately, J. Crew said its
third-quarter profit fell to $37.8
million from $43.9 million a year
earlier. Sales rose 4% to $429.3
million with comparable store
sales decreasing 1%.

n Bulgari said it signed a strate-
gic partnership with Hengdeli
Holdings, the largest high-end
watch retailer in mainland China.
The five-year deal will allow the
Italian jeweler access to more
than 50 multibrand stores in the
fastest-growing luxury market.

i i i

Financial services

n The U.S. Treasury Department
hired investment banking firm
Greenhill & Co. to help it manage
the investment the government
still has in insurance company
AIG, a contract that could be
worth more than $6 million in
fees.

i i i

Food

n Campbell Soup’s earnings
dropped 8.2% to $279 million as
increased promotional efforts
failed to stoke soup sales.

n Hormel’s earnings increased
17% to $121.1 million as the food-
processing company reported
growth at its refrigerated foods
and Jennie-O turkey businesses.

i i i

Health

n Sonova Holding announced
plans to recall hearing-aid im-
plants made by its U.S. unit Ad-
vanced Bionics. Sonova said it has
notified the U.S. Food and Drug
Administration it will recall its
HiRes 90K cochlear-implant de-
vice after two patients suffered
from severe pain and overly loud
sounds about eight to 10 days af-
ter the activation of the device.

n Medtronic’s fiscal second-quar-
ter profit fell to $566 million from
$868 million a year earlier due to
legal settlements. Earlier this
year, the medical-device maker
settled about 3,700 U.S. lawsuits
stemming from 2007’s global re-
call of fracture-prone cables used
to connect hearts to implantable
defibrillators.

i i i

Manufacturing

n De La Rue, the world’s largest
printer of banknote paper,
scrapped a share buyback after it
booked £35 million ($56 million)
in additional costs stemming from
paper production irregularities,
and warned that the financial im-

pact this year and in subsequent
years was unclear.

i i i

Markets

n Hong Kong Exchanges & Clear-
ing said it would extend the city’s
stock market trading session to
five hours a day starting in March,
and to five-and-a-half hours a day
in March 2012.

n Carlyle Group and Accel Part-
ners moved to expand in retail
foreign-exchange trading in Asia
by buying stakes in OzForex
Group, an Australia-based online
forex payments platform. OzForex,
which specializes in electronic
funds transfers for individuals and
businesses, plans to use the capi-
tal injection to push into new
markets.

i i i

Media

n Pearson’s publishing unit Pen-
guin Group is set to sign a joint
venture with an Egypt-based pub-
lisher on Wednesday to bring its
Penguin Classics to Arabic-speak-
ing countries.

n Sky Deutschland faced a set-
back in regaining investors’ trust
after the German market regulator
found the pay-TV company had
overstated its profits, inflated
subscriber numbers, over-valued
the company and underestimated
some risks during 2007 and the
first half of 2008.

n Lachlan Murdoch has bought
half of James Packer’s 17.9% stake
in Ten Network Holdings for 128.2
million Australian dollars
(US$126.8 million), giving him

about 8.9% of the free-to-air
broadcaster, a spokesman for his
investment company said.

n News Corp. said it agreed to ac-
quire Wireless Generation, an edu-
cation technology company, as
part of the media conglomerate’s
nascent efforts to expand into the
education market. News Corp. is
paying $360 million in cash for a
90% stake in the company.

i i i

Metals and mining

n South Africa’s ruling African
National Congress, which is inves-
tigating the possible nationaliza-
tion of the country’s mines, has
secured rights through its invest-
ment arm to explore for diamonds
and gold in several mines.

i i i

Pharmaceuticals

n GlaxoSmithKline is exiting the
U.S. penicillin market by selling
its oral penicillin facility there and
the plant’s domestic product port-
folio to Indian generic drug maker
Dr. Reddy’s Laboratories. No fi-
nancial terms were disclosed.

i i i

Retail

n Zale’s fiscal first-quarter loss
widened to $97.9 million, com-
pared with a year-earlier loss of
$59.7 million, as a debt-related
charge hit the jewelry retailer’s
bottom line.

i i i

Technology

n MphasiS reported a 16% rise in
net profit for the August-October

period to 2.84 billion rupees
($62.5 million), although the In-
dian software services company
expects its operating margin for
the year ending October 31, 2011,
to be under pressure.

i i i

Telecommunications

n The Bombay High Court de-
ferred to Feb. 8 the hearing of an
appeal by Vodafone International
Holdings against a move by Indian
authorities to have it pay tax on
its 2007 acquisition of a majority
stake in Hutchison Essar.

i i i

Utilities

n Dynegy said its hotly contested
attempted buyout by private-eq-
uity firm Blackstone Group will
likely fail to win shareholder sup-
port, and it will work with oppo-
nents of the deal to pursue strate-
gic alternatives for the
Houston-based power generator.

n Eskom Holdings, South Africa’s
state-owned power company, said
it has identified all sources of
funding needed for a 440 billion
rand ($62.9 billion) expansion of
its capacity to meet rising demand
for electricity.
n Eskom also said its net profit
rose to 9.5 billion rand in the six
months ended September from 1.1
billion rand a year earlier, and
revenue increased to 51.1 billion
rand from 38.3 billion rand.

BUSINESS WATCH

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

A woman looks at a dress from the high-fashion Paris couturier’s collection for H&M at a Stockholm store the day the clothes went on sale in much of the world.

H&M gets limited-edition collection from fashion house Lanvin

Reuters



Wednesday, November 24, 2010 THE WALL STREET JOURNAL. 3

NEWS

An eclectic art fraud in Portugal
Some 130 paintings, together with forged certificates attesting to their authenticity, were recently seized

A recent raid in Portugal has un-
covered a large hoard of fake pic-
tures, with police seizing works that
were claimed to have been painted
by Modigliani, Matisse and Monet
among other noted artists.

Some 130 paintings, together
with forged certificates attesting to
their authenticity, were seized by
officers last month. Police suspect
that the forgers have been selling
the fakes for some years, but police
say they have yet to discover
whether the forgers were collabo-
rating with dealers. Previous forgers
have had middle-men involved.

The Portuguese Judiciary Police
have established a special investiga-
tion called “Caverna do Tesouro,” or
Treasure Cave, to deal with the
case, because of the range of faked
artists and the specialist knowledge
required.

João Oliveira, the criminal inves-
tigation coordinator running the
probe, said in an interview: “Pic-
asso, Miró, Munch, Toulouse-Lau-
trec... it’s amazing. This is the big-
gest [hoard of fakes] in Portugal
and one of the most important in
Europe.”

Other 20th-century masters in
the hoard include Chagall and Kand-
insky. Such was the forgers’ confi-
dence that Old Masters like Le-
onardo da Vinci, whose work needs
knowledge of how to artificially age
pictures as well as artistic skill, are
among the fakes.

Mr. Oliveira described some of
the forgeries as “very good,” show-
ing a “superior technique.”

The fakes could have been sold
to unsuspecting buyers for “up-
wards of €15 million ($20 million)”
total, said one London dealer.

The hoard was found at a house
described by police as “small but ex-
pensive” in Cascais, a fashionable

resort near Lisbon. A Norwegian
married couple is suspected of being
involved in the forgery. But, in ac-
cordance with Portuguese law, their
names are still withheld.

Police said the woman, in her
40s, was initially arrested, but has
been released pending further in-

vestigation. Her husband is still be-
ing sought.The woman must report
regularly to the police and cannot
leave the country.

The forgeries consist mostly of
paintings in the style of particular
artists rather than direct copies of
known works, police said. A forged

Kandinsky is an exception, a copy of
the painter’s Yellow-Red-Blue, a
1925 abstract in the Centre Pompi-
dou in Paris.

Expert views on the quality of
the forgeries, based on photographs,
were divided.

However they said that, while

leading experts would not be fooled,
a secondary market of enthusiasts
could have been duped by the forg-
eries.

On being shown a photograph of
a “Leonardo,” Jacques Franck, an
expert advising the Louvre, said:
“It’s a beautiful painting. The pose
of the head might derive from Le-
onardo’s unfinished drawing of
Christ’s head... in the Accademia in
Venice... It’s really a ... handsome
execution, but the style...is 18th cen-
tury not 16th century.”

Julian Spalding, former director
of the Glasgow Museums and Art
Galleries, said: “There is something
odd about this hoard.... Forgers
most often specialize in one area of
art... This is an odd jumble of very
different art. It might be the work
of more than one forger. I doubt if
any would have fooled a specialist.
They are potpourries of familiar ele-
ments in an artist’s work, not at-
tempts to create an original, un-
known conception... much more
difficult.”

Looking at photographs, John
Myatt, a British artist who was sen-
tenced to a year in prison in 1999 as
a forger of Monet, Matisse and Gia-
cometti, described a Portuguese
Modigliani as “quite convinc-
ing”—“I’d have gone for that,” he
said.

He also thought the Botero
looked “quite credible.”

But he dismissed a Chagall as
missing “the essence” of the art-
ist—“he wasn’t that untidy,” he
said—and a Leonardo as a “pastiche
of an 18th century painting.”

Mr. Myatt observed that it was
foolhardy to forge Leonardo: “There
has been an accepted body of his
work with provenance and exhibi-
tion history over 400 years. To
come along with a new Leonardo is
just stupid... A new Kandinsky at
least makes some sense.”

BY DALYA ALBERGE

FIND THE FAKES: At top left, the Chagall wedding scene fake,
with a real Chagall painting below it. At top right, a fake
reclining nude by Botero; at bottom right, a real Botero.
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Shortly after German troops
invaded Belgium in 1940, Gaston
Vandermeerssche, a Belgian
university student, bicycled 800
miles to the south of France and
became a spy.

Mr. Vandermeerssche, who
died Nov. 1 at age 89 in
Milwaukee, joined the resistance
and ferried microfilm documents
over the Pyrenees to Spain, where
intermediaries sent the
information on to London.

Later in the war he helped
organize the Dutch underground,
which came to comprise hundreds
of agents and safe houses. After
his network was penetrated by the
Germans, he was arrested near
the Spanish border. He spent 24
months being interrogated, but by
his own account never broke.

His wartime exploits are in few
history books, but espionage
experts and Belgian state archives

corroborate his account.
Mr. Vandermeerssche was born

in Ghent, the son of a furniture
maker. He was a student at Ghent
University when war broke out,
and immediately joined the
Belgian army. When the Germans
occupied Belgium, he worked for
the resistance, distributing an
underground newspaper.

Frustrated and in danger, he
fled Belgium via bicycle and
joined the resistance in Toulouse,
France. He became a courier,
making weekly trips from Brussels
to Toulouse to Barcelona. The last
leg involved trudging over snowy
passes in the Pyrenees by
moonlight. The microfilms he
carried bore information collected
by the underground on shipyards,
gun emplacements and the like.
On the return trip, he carried
money to fund the resistance.

Mr. Vandermeerssche began
setting up safe houses and
clandestine mail drops, delving
deeper into espionage. His
contacts included Britain’s MI6,
which dropped him by parachute
on a mission to organize the
Dutch underground, according to
Nigel West, a World War II

espionage authority.
Mr. Vandermeerssche told an

interviewer that he found a
nascent underground in place in
the Netherlands. “They had
groups—twenty, thirty, forty
people organized—and they
couldn’t send the messages. They
had no radio. At that time, the
British were using pigeons,” Mr.
Vandermeerssche said in the 1999
oral history “A Time To Speak.”

But much of the Dutch
underground was compromised by
German infiltrators, to the point
where dozens of intelligence
agents were apprehended while
parachuting into the Netherlands.

Mr. Vandermeerssche was
arrested in Perpignan, France, in
1943 with a cache of microfilm
stuffed into butter tubs. His
German interrogators suspected
his role in the Dutch underground,
but couldn’t prove it.

“I was so young, the Germans
did not believe that this kid was
the head of that large network,”
he said in the oral history. “And I
told them, ‘Are you crazy? I
couldn’t have done this.’ ”

Months of brutal interrogation
and solitary confinement failed to

break Mr. Vandermeerssche’s will.
He was betrayed by another
underground member and
sentenced to death. But he was
freed by American troops near the
end of the war.

Although shattered by his
experiences in prison—he said he
couldn’t eat or sleep normally for
a decade—Mr. Vandermeerssche
resumed his studies, earning a
Ph.D. in physics. He ran Ghent

University’s electron-microscope
department. In 1965, he moved to
the U.S. and joined the Joseph
Schlitz Brewing Co. He specialized
in tribology, the physics of surface
abrasion, a topic that interested
brewers whose can labels were
damaged during shipping.

Mr. Vandermeerssche seldom
spoke about his wartime
experiences, even to his family. He
was decorated by five countries
and in 1980 was named honorary
French consul for Milwaukee.

In the 1980s, he began visiting
Europe to reconstruct his wartime
activities, and recounted them in
a 1988 book, “Gaston’s War.” He
came to believe that his spy
networks had been purposely
exposed by his masters in London,
as a diversion to convince the
Germans that D-Day invasions
were planned for the Low
Countries instead of Normandy.
He called it “le grand jeu”—the
great game—in his memoir.

“ I’m not bitter,” he said in the
oral history. “It was an honor that
I was used for the big purpose.”

—John Miller
contributed to this article.

—Email remembrances@wsj.com

Student ran a wartime resistance movement
[ Remembrances:
Gaston Vandermeerssche
1921-2010 ]

BY STEPHEN MILLER

Gaston Vandermeerssche with Ghent
University’s electron microscope.
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North Korean Attack

n North Korea fired artillery at a
South Korean island near a dis-
puted western maritime border,
killing two South Korean marines
in a surprise barrage. A South Ko-
rean military unit on the island
returned fire, while South Korean
military officials scrambled
fighter jets.
n At least 16 marines were in-
jured, as were three civilians, and
the island’s 1,200 residents were
sent scrambling for bomb shelters.

n The U.S., European Union and
U.N. Secretary-General Ban Ki-
moon condemned the shelling,
while Russia and China called for
a cooling of tensions on the penin-
sula. Japan’s government went on
high alert, with the prime minis-
ter ordering cabinet members to
step up information gathering and
prepare for emergencies.

n The incident roiled financial
markets in Asia, briefly sending
the U.S. dollar sharply higher be-
fore it gave back some gains, on a
flight from what are considered
riskier investment. The Bank of
Korea held an emergency meeting
to discuss potential effects.

i i i

Euro-Zone Crisis

n The euro is facing “an extraor-
dinarily serious situation” in the
wake of Ireland’s debt problems,
German Chancellor Angela Merkel
said, sparking an abrupt fall in the
shared currency’s value on for-
eign-exchange markets.
n German finance minister Wolf-
gang Schäuble also said that the
fate of the euro is “at stake.”

n Ireland’s Fianna Fail-led coali-
tion government is resisting calls
for the prime minister to resign
immediately and calling on law-
makers from across the political
spectrum to put the nation’s inter-
ests first and support the passage
of a brutal 2011 budget.

n Spanish officials said their def-
icit-cutting efforts are on track
and promised to push through
tough economic reforms as Span-
ish financing costs shot up at a
debt auction.

n Portugal won’t be the next Ire-
land because the two countries
have very different financial posi-
tions, European Council President
Herman Van Rompuy said.

n Swedish Prime Minister Fredrik
Reinfeldt said it isn’t a given that
Sweden will lend money to all
countries in trouble. Sweden’s fi-
nance ministry has said it is ready
to consider helping Ireland, but
the Swedish package, expected to
be between five billion Swedish
kronor ($726.5 million) and 10 bil-
lion kronor, will need “broad sup-
port” in parliament to go ahead.

n A delegation of European and
International Monetary Fund offi-
cials said Greece was “broadly on
track” with its efforts to cut its
budget deficit, but warned the
country would need to take tough
structural reforms in the months
ahead.

i i i

Europe

n Belgian police arrested seven
members of what they said was an
Antwerp-based Moroccan terror
network whose alleged aims were

steering cash and recruits to Is-
lamic rebels in Chechnya, as well
plotting an attack on Belgian soil.
As part of the sting, three men in
the Netherlands and one in Ger-
many were also arrested.

n Growth in the euro-zone’s pri-
vate sector expanded sharply in
November, boosted by a strong ex-
pansion in France and Germany,
despite heightened concern about
the rising debts of some euro-
zone member states.

n The pace of German economic
growth slowed in the third quar-
ter but still remained solid, with
an expansion in both domestic ac-
tivity and abroad, confirming a
preliminary reading of the data.

n The French private sector ex-
panded at a much faster pace than
expected in November, boosted by
a 10-year-high pace of growth in
the manufacturing sector.

n The U.K. government detailed
new rules that will for the first

time set a permanent cap on the
number of workers allowed to en-
ter the country from outside Eu-
rope.

n Prince William and Kate Mid-
dleton will marry April 29 in
Westminster Abbey, the historic
London church where Princess Di-
ana’s funeral was held. U.K. royal
officials said the couple chose the
date because they wanted a spring
wedding. The government said the
day, a Friday, would be a public
holiday.

n Net mortgage lending by U.K.
banks grew at a slightly faster
pace in October than a month ear-
lier, but the housing-market fore-
cast continues to deteriorate as
mortgage approvals eased yet
again to a 19-month low.

n Pope Benedict XVI views the
use of condoms among both ho-
mosexuals and heterosexuals as
preferable to risking HIV infec-
tion, the Vatican said, raising
questions about whether it was

relaxing its longstanding condem-
nation of condom use in general
or only in a limited set of circum-
stances, such as when conception
isn’t possible.

i i i

U.S.

n Jacob ‘Kobi’ Alexander, Com-
verse Technology’s former chief
executive who fled the U.S. while
facing criminal charges in 2006,
has agreed to pay more than $53
million to end civil actions by U.S.
prosecutors and regulators.

n Money managers SAC Capital
Advisors, Janus Capital Group and
Wellington Management have re-
ceived inquiries in an ongoing in-
sider-trading investigation on
Wall Street.

n Federal Reserve officials down-
graded their assessment of the
U.S. economy at their last meeting
three weeks ago as they debated
the benefits and costs of a new
bold step to support the recovery.

n The U.S. economy expanded
2.5% in the third quarter—a
slightly faster pace than
previously thought—in part due to
stronger consumer spending and
exports, while corporate profits
rose.
n Separately, home resales
dipped 2.2% in October.

n The Securities and Exchange
Commission said the transfer of
$1.28 billion in disputed cash and
securities from Lehman Brothers
to Barclays as part of the contro-
versial sale of Lehman’s brokerage
business could violate U.S. securi-
ties law.

n The discovery of suspicious
duffel bags prompted the evacua-
tion of Boston’s Logan Interna-
tional Airport cargo area Tuesday,
though a bomb squad later issued
an all-clear signal. Police said the
packages are believed to contain
bedding material and have been
deemed not dangerous.

i i i

Asia

n Questions about what caused a
deadly bridge stampede in Cambo-
dia’s capital of Phnom Penh
mounted as the country prepared
for a day of mourning later in the
week. The death toll from the
stampede, at the end of Cambo-
dia’s annual water festival, rose to
378, with hundreds more injured.

n The Dalai Lama wants to give
up his lesser known role as the
ceremonial leader of the Tibetan
government-in-exile, in what ap-
peared to be another step in the
aging leader’s efforts to prepare
his people for life after he dies.
However, he will remain the spiri-
tual leader of Tibetan Buddhism, a
spokesman said.

n China is making progress in
meeting targets to get 15% of its
energy from non-fossil fuels by
2020, but it needs to improve and
expand hydropower generation
and deal with inefficiency in its
wind-power sector, the World
Bank said.

n Afghanistan’s President Hamid
Karzai and North Atlantic Treaty
Organization officials were appar-
ently tricked by an impostor who
claimed to be one of the highest-
ranking members of the Taliban
and held at least two meetings
with Karzai and other officials in
recent months, officials said.

i i i

Africa

n Economic growth in South Af-
rica cooled further in the third
quarter as manufacturing output
slumped, revealing an economy
slowly expanding at a pace well
below what the government has
said is needed to cut poverty and
persistently high unemployment.

i i i

Oceania

n Hope is fading for 29 miners
missing in a damaged New
Zealand mine as rescuers struggle
to establish contact and video
footage shows the scale of the ex-
plosion that ripped through tun-
nels several days ago.

WORLD WATCH

WSJ.com
To read more about these items,
and for all the latest breaking
news, go to WSJ.com/WorldMyanmar’s pro-democracy leader Aung San Suu Kyi, left, looks at her son Kim Aris after he arrived at Yangon’s airport

for their first meeting in a decade. Aris is one of two sons of Suu Kyi and late husband Michael Aris, a British academic.

Suu Kyi sees son for first time in 10 years

Reuters
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EURO-ZONE CRISIS

In Ireland, bailout triggers anger
DUBLIN—The people of Ireland

struggled to come to terms with an
international bailout that many see
as a humiliating loss of sovereignty,
while pressure piled up on the gov-
ernment ahead of a crucial vote on
next year’s budget.

As Ireland’s political turmoil in-
tensified Tuesday, much of the anger
among its citizens was aimed not at
the European Union and the Interna-
tional Monetary Fund—which pres-
sured the country to take the
aid—but at the Irish government
that created the mess necessitating
it.

“If they force us to clean up our
act, they’re welcome,” said Jose-
phine Luibhéid, a retiree here. “The
government is incompetent. It be-
lieved everything the banks told
them and then wrote them a blank
check.”

At the same time, Ireland’s ef-
forts to cut its budget are also caus-

ing pain among voters.
Anger at the government esca-

lated as opposition parties contin-
ued to call for immediate elections,
a day after Prime Minister Brian Co-
wen’s governing coalition began to
unravel.

The international bailout, widely
seen as a huge blow to national
pride, has prompted a round of soul-
searching. Ireland treasures the in-
dependence it won from Britain 88
years ago after a long and bitter
struggle, and there are real fears the
country may now lose some control
over its affairs. Speculation Ireland
may have to give up its low 12.5%
corporate tax rate hasn’t disap-
peared though the government has
said it stands behind the tax rate.

“The true ignominy of our cur-
rent situation is not that our sover-
eignty has been taken away from us,
it is that we ourselves have squan-
dered it,” a recent editorial in the
Irish Times said.

Mary Comer, a civil servant, said
the bailout “makes us look like we’re

begging.” But international scrutiny
of Ireland’s finances might not be a
bad thing, she added.

She reserved most of her scorn
for the government. “I just don’t be-
lieve them. All these politicians are
only in it for the money,” She said
since the recession started, her sal-
ary has been cut three times, and
she expects there will be more cuts.

The Sinn Féin party, which holds
just four seats in Ireland’s 166-seat
parliament, on Tuesday called for a
no-confidence vote in Mr. Cowen,
though it is unlikely to win the sup-
port needed to push it through.
Frustration also mounted among
members of Mr. Cowen’s Fianna Fail
party, with chatter growing that he
should resign despite lacking an ob-
vious successor.

Mr. Cowen has resisted these
calls and instead urged lawmakers
to pass his 2011 budget, which Irish
and European officials say is a key
precondition of the estimated €80
billion ($109 billion) bailout Ireland
is negotiating with the IMF and the

EU.
But he was forced to promise an

early election next year after his ju-
nior coalition partner, the Green
Party, said Monday it will quit the
government. On Wednesday, Mr. Co-
wen’s government is to unveil a con-
troversial four-year budget plan ex-
pected to cut another €15 billion
from public finances that have al-
ready been aggressively tightened.
That comes ahead of a Dec. 7 vote
on a specific budget for 2011.

One of the key arguments being
marshalled by Mr. Cowen’s oppo-
nents: By being forced to accept in-
ternational aid, the government has
lost all legitimacy.

“We’ve had a loss of sovereignty
here for the first time since the
foundation of the state,” Enda Kelly,
leader of the center-right Fine Gael,
said in a television interview.

The irony is that Mr. Cowen’s
party, Fianna Fail—or “Soldiers of
Destiny”—has long been seen as the
trusted guardian of Irish self-deter-
mination. The party was a product

of Ireland’s long struggle for inde-
pendence from Britain, and its
founders instigated a civil war be-
cause they considered the peace deal
struck with Britain in 1921 a betrayal
of Irish independence.

In power, Fianna Fail was cred-
ited with helping to transform Ire-
land into a “Celtic tiger,” one of Eu-
rope’s fastest-growing economies.

But the party was also accused of
being too cozy with the property de-
velopers and bankers many hold re-
sponsible for fueling Ireland’s eco-
nomic boom and subsequent
burn-out. The party’s ratings have
fallen to 17% in recent polls.

“It’s a sorry state to be in when a
very successful economy was effec-
tively destroyed in a very short pe-
riod,” said Blair Horan, general sec-
retary of the Civil Public and
Services Union and a political inde-
pendent. But he said he didn’t feel
Ireland was losing its independence
by accepting the bailout. “Sover-
eignty in the euro zone is shared
anyway,” he said.

BY GUY CHAZAN
AND NEIL SHAH

Fianna Fail
Ruling party in coalition. Led by Prime
Minister Brian Cowen, it adopted
probusiness policies in the mid-1990s.
Its popularity fell when the property
bubble burst. Has been in power for
53 years of its 84-year existence.

70 of the 166 seats in the Irish
parliamentary lower house or Dáil

Fine Gael
Ireland’s other main political party, now
expected to form the next government.
Barring a period between 1994-1997, it
has been out of power since 1987. Its
leader, Enda Kenny, has sometimes been
accused of lacking charisma.

51 seats in the Dáil

Green Party
Formed in 1981, the Green Party
formed a coalition with Fianna Fail
after the 2007 general election. Its
decision to quit the coalition in
January is set to trigger a new
general election in early 2010.

Six seats in the Dáil

Sinn Fein
Known for its role in the Northern
Ireland peace process, the party is
turning its focus on becoming a political
force in the Republic. Resolutely anti-big
business, it hopes to capitalize on the
fallout from the economic crisis.

Four seats in the Dáil

Labour Party
Once regarded as a potential minor
coalition partner, Labour is now
challenging the hegemony of Fianna
Fail and Fine Gael. Opinion polls this
summer put it ahead of both parties
for the time in the Republic’s history.

20 seats in the Dáil

Winds of change? | The financial crisis may have an outsize impact on Ireland's political landscape

John GormleyEnda Kenny Eamon GilmoreBrian Cowen Gerry Adams

Note: There are 10 seats held by independents and one by the Speaker. There are four current vacant seats. Source: Irish parliament

Spain tries to ease concerns
eral European countries soared
Tuesday, as investors worried the
heavily indebted nations could run
into problems like those buffeting
Ireland.

Spain’s risk premium—as mea-
sured by the spread on its 10-year
bonds over the German equiva-
lent—hit its highest level since the
creation of the euro in 1999. The
country’s stock market closed down
3.1%. Spain has yet to meet its fund-
ing needs for 2010 and has further
debt sales on the calendar.

Meanwhile, the cost of insuring
the debt of Spain’s two largest,
healthiest banks—Banco Santander
SA and Banco Bilbao Vizcaya Argen-
taria SA—reached its highest level
in more than a month, according to
data provider Markit. In another
sign of bank stress, midsize bank
Banco Sabadell SA has recently be-
gan offering a high rate of 5% on
some savings accounts in a bid to
attract deposits.

Spanish officials acknowledged
Tuesday that lawmakers must keep

Continued from first page up deficit-cutting measures if they
are to quell investor concerns.

“The international financial and
economic community and our Euro-
pean partners are going to be very
demanding,” said Mr. Ordoñez, who
is also a member of the European
Central Bank’s governing council.

According to data Tuesday,
Spain’s central government deficit
fell by almost half in the first 10
months of the year to €31.26 billion,
or 2.96% of gross domestic product.

The government has pledged to
lower its overall budget deficit to
9.3% of GDP this year from 11.1% last
year.

Like Ireland, Spain saw its econ-
omy grow rapidly over the past de-
cade thanks to a housing boom, in
which its banking sector expanded.

Both countries’ economies hit the
skids when the asset bubble began
to deflate, though Spanish banks
have held up better than many of
their peers in Ireland and elsewhere,
thanks in part to tighter oversight
and government rules that required
them to set aside extra buffers to

absorb losses.
In Ireland, bank losses were so

severe that the government needs
financial aid from the European
Union and the International Mone-
tary Fund even after putting €50
billion into the sector.

Spain has injected €11 billion
through its Fund for Orderly Bank
Restructuring, although many ana-
lysts question whether Spanish
banks have recognized the full ex-
tent of their losses.

A key difference between Spain
and Ireland, says Joaquin Maudos, a
professor of economics at the Uni-
versity of Valencia in Spain, is that
the total assets in Spain’s banking
system are 328% of Spain’s GDP,
while Ireland’s reached 998% of that
country’s GDP, ; putting Spain in a
much better position to absorb
problems in its banking sector.

“There are elements that are
comparable between Spain and Ire-
land, but they are not the same,”
said Mr. Maudos.

However, the banking sector
could be dealt a fresh blow by prob-

lems in neighboring Portugal.
Analysts and economists say that

Spain’s ability to reassure markets
now hinges on the speed at which
further public- and private-sector
changes are made.

Earlier this year, Spain forced a
wave of mergers among local lend-
ers, which are heavily exposed to
the country’s’ property bust. While
the mergers have been agreed to on

paper, about half have been bogged
down in disputes over governance
and structures of the new entities.

The government needs to swiftly
pass legislation to overhaul the
country’s generous pension system,
said Luis Garicano, a professor of
Economics and Strategy at the Lon-
don School of Economics.

—Emese Bartha
contributed to this article.

Sources: Thomson Reuters; WSJ Market Data Group; OECD, Spanish government
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THE QUIRK

Mystery over Spam is making waves
Cruise line says it served none and the lunch-meat product never left the can; passengers winced over ‘pink chunks’

A FTER three days on the dis-
abled Carnival Splendor
cruise ship, Lance Rich made

the most of the makeshift buffet in
the Gold Pearl dining room.

He stacked a couple of cold
meatballs, three shrimp, a Greek
salad, a crab-meat wrap and some
sandwiches onto his glass plate.
Then a mayonnaise-based rigatoni
pasta salad with meaty pink chunks
caught his eye. The 27-year-old en-
tertainer from Bowling Green, Ky.,
spooned a few heaps onto his plate
and finished it all.

“It wasn’t my favorite thing,” he
said of the salad. “It tasted like a
meat product.”

Exactly what kind of meat has
become a bone of contention since
the ship was towed nearly 320 kilo-
meters back to San Diego by Mexi-
can tugboats on Nov. 11.

The public was treated to widely
published images showing a pallet
brimming with Spam airlifted to the
290-meter ship. The arrival of the
blue tins with blocky yellow letter-
ing—more often associated with
lean times than sunny
cruises—seemed to transform the
3,299 passengers from fun-seekers
into refugees.

But Carnival Cruise Lines, known
for its budget-conscious vacations
at sea, denied the Spam ever left the
can.

“Despite media reports to the
contrary, Carnival Splendor guests
were never served Spam!” the com-
pany tweeted just hours after the
ship made it to port.

Some passengers aren’t so sure,
making the mystery of the meat one
of the enduring questions of the ill-
fated cruise.

The six-night cruise to the Mexi-
can Riviera left Long Beach, Calif.,
uneventfully on Nov. 7. But in the
early morning hours of Nov. 8, an
engine-room fire broke out, cutting
off the ship’s electricity and hot wa-
ter and creating a challenge for
cooks left without refrigerators, ov-
ens or dishwashers.

Miami-based Carnival says it
sent a supplier an urgent request
for 65,000 pounds of supplies and
canned and boxed foods. The sup-
plier could substitute similar items
if a requested product was unavail-
able, Carnival says.

Chad Long, a 44-year-old magi-
cian from Daytona Beach, Fla., says
he consumed the same kind of pasta
salad eaten by Mr. Rich the same
day. He grew up occasionally eating
Spam, pan-fried. The stuff in the
salad couldn’t have been Spam, he
reckoned, because some pieces had
rounded edges.

“I didn’t eat any Spam. I know
that for a fact,” he said. But when
pressed, he said, “It tasted like hot
dogs, but it could have been Spam-
ish.”

John Heald, Carnival’s senior
cruise director, wrote on his per-
sonal blog a week ago that the ship
had received 20 pallets of supplies
and food, including bologna, corned
beef, pastrami, ham—and Spam. But
the Spam, he wrote, wasn’t served
to guests or crew, and “those who
said it was are misinformed.”

Some passengers say conditions
weren’t so bad. Food was abundant,
though waits could be hours long.
The staff of about 80 chefs prepared
sandwiches and salads—more than
7,000 per meal—“morning, noon and

night,” wrote Mr. Heald, detailing
their efforts in a six-part series
called “Smoke On the Water.”

A can of Spam, roughly the size
of a fist, won’t spoil for years if un-
opened. Hormel Foods Corp.
launched Spam during the Great De-
pression, calling it a “miracle meat
in a can.” The tinned loaf became a
staple food for U.S. soldiers battling
in wars abroad.

The lunch meat became the butt
of jokes, with some saying the name
stood for Stuff Posing as Meat. It
actually comes from the words
“spiced ham.”

“Spam has a great legacy of
nourishing people in good times and
bad,” said Hormel spokeswoman Ju-
lie Craven in an email. She said she
didn’t know whether it was served
on the Carnival ship.

Manya Casto, an insurance bro-
ker from Walnut Creek, Calif., says
she picked a thin, round slice of
meat off a plate full of cold cuts
during one lunch on the ship. After
biting into the pink substance, she
said, she thought it was Spam and
told her husband to eat it.

“We’ve had bologna, we’ve had
salami, and this didn’t taste like ei-
ther one. Whatever it was, it was
not appealing,” she says. “We de-
duced it was Spam.”

“I know Spam,” says Jan Hol-
land, 56, of Clovis, Calif., whose
mother grew up in the South and
served it pan fried. She denies see-
ing any Spam.

David Sandy, an entertainment
producer from St. Joseph, Mo.,
doesn’t understand the hubbub over
whether Spam was served. “So what
if it was? It’s not like they were
sneaking rat poison into the food,”
he says.

The Spam bashing isn’t univer-
sal. Indeed, Spam is considered a
delicacy in some parts of Asia and
the Pacific. Barbara Campbell is a
co-founder of the Waikiki Spam
Jam, a street festival where restau-
rants whip up Spam-based tacos,
french fries and ravioli.

Ms. Campbell, 55, works in the
travel industry and lives in Hono-
lulu, where Spam is sometimes re-
ferred to as “Hawaiian Steak” and
one can order a fried egg, rice and
Spam for breakfast at some restau-
rants. She believes Spam’s origin as
a “last resort” food for soldiers on
the front lines perpetuates a stigma
that lasts today. It’s no different
from hot dogs or other processed
lunch meats, she says.

Ms. Campbell, who enjoys her
Spam both fried and cold, says she
would have lobbied to crack open
the cans. Her advice to passengers
would have been simple: “Grab
some bread, a little mustard and
give it a try.”

Carnival won’t say how many
cans of Spam were loaded onto the
distressed ship—or how many were
taken off once it reached port. So
whatever became of the meat?

Carnival workers handed the
Spam over to the Navy, says Mar-
guerite Elicone, spokeswoman for the
San Diego Unified Port District,
where the ship docked. The Spam,
she says, was loaded onto trucks and
driven a few kilometers west to a Na-
val air station in Coronado, Calif. A
Navy spokesman was unable to con-
firm whether the cans actually ar-
rived—drawing out the meaty mys-
tery.

BY TIMOTHY W. MARTIN
AND ILAN BRAT

A Navy Seahawk helicopter carries supplies to the the disabled Carnival Splendor cruise ship Nov. 9. Some passengers aren’t sure whether they were served Spam.

A
ss

oc
ia

te
d

Pr
es

s

November 30, 2010November 30, 2010November 30, 2010November 30, 2010

Espace 53, Jubelpark 11 0, 1000 BrusselsEspace 53, Jubelpark 11 0, 1000 BrusselsEspace 53, Jubelpark 11 0, 1000 BrusselsEspace 53, Jubelpark 11 0, 1000 Brussels

ProgramProgramProgramProgram

RegistrationRegistrationRegistrationRegistration
Welcome address by Philippe Sarens,Welcome address by Philippe Sarens,Welcome address by Philippe Sarens,Welcome address by Philippe Sarens,
NetworKing Belgium and the partnersNetworKing Belgium and the partnersNetworKing Belgium and the partnersNetworKing Belgium and the partners
of the “alliance”of the “alliance”of the “alliance”of the “alliance”
MM. Nikolov & Ioakimdis “ FutureMM. Nikolov & Ioakimdis “ FutureMM. Nikolov & Ioakimdis “ FutureMM. Nikolov & Ioakimdis “ Future
calls for tenders” by the DG Entreprisecalls for tenders” by the DG Entreprisecalls for tenders” by the DG Entreprisecalls for tenders” by the DG Entreprise
of the European Commissionof the European Commissionof the European Commissionof the European Commission
Q/A: Building a consortium to join aQ/A: Building a consortium to join aQ/A: Building a consortium to join aQ/A: Building a consortium to join a
cooperative or concrete call for tenderscooperative or concrete call for tenderscooperative or concrete call for tenderscooperative or concrete call for tenders
to apply for EC co-financingto apply for EC co-financingto apply for EC co-financingto apply for EC co-financing
Mentoring by Charles Ruffolo, founderMentoring by Charles Ruffolo, founderMentoring by Charles Ruffolo, founderMentoring by Charles Ruffolo, founder
of “The NetworKing”.of “The NetworKing”.of “The NetworKing”.of “The NetworKing”.
Continued networkingContinued networkingContinued networkingContinued networking
End of formal sessionEnd of formal sessionEnd of formal sessionEnd of formal session

www.wsje-flp.comwww.wsje-flp.comwww.wsje-flp.comwww.wsje-flp.com

gert.vanmol@dowjones.comgert.vanmol@dowjones.comgert.vanmol@dowjones.comgert.vanmol@dowjones.com

LAUNCHEVENTLAUNCHEVENTLAUNCHEVENTLAUNCHEVENT

THENETWORKTHENETWORKTHENETWORKTHENETWORK

CLUB BELGIUMCLUB BELGIUMCLUB BELGIUMCLUB BELGIUM

6:30pm6:30pm6:30pm6:30pm
7:30pm7:30pm7:30pm7:30pm

7:50pm7:50pm7:50pm7:50pm

8:00pm8:00pm8:00pm8:00pm

8:15pm8:15pm8:15pm8:15pm

8:45pm8:45pm8:45pm8:45pm
10:00pm10:00pm10:00pm10:00pm

The WSJE Future Leadership Institute Supports:The WSJE Future Leadership Institute Supports:The WSJE Future Leadership Institute Supports:The WSJE Future Leadership Institute Supports:



Wednesday, November 24, 2010 THE WALL STREET JOURNAL. 5

EURO-ZONE CRISIS

Contagion remains Europe’s worry
Financial-market jitters took a

tighter hold on Europe amid selloffs
of the euro and the debt of some of
the euro zone’s most indebted coun-
tries, confounding hopes that an in-
ternational bailout for Ireland this
past weekend would relieve pres-
sure on other governments.

German Chancellor Angela
Merkel underlined the grave situa-
tion, calling Ireland’s crisis “very
worrying” for the region. “We’re in
an extraordinarily serious situation
as far as the situation of the euro is
concerned,” Ms. Merkel said in a
speech Tuesday.

Traders said the comments
added to pessimism about Europe’s
debt crisis, which shows increasing
signs of spreading despite efforts to
stem it by propping up Ireland. The
euro slid below $1.34 for the first
time in two months, though the
weakness followed an apparent
“flight to safety” after North Korean
attacks on South Korea.

In Portugal and Spain, investors
dumped shares. Portugal’s main
stock market index fell 2.2%, and
Spain’s fell 3% as bank shares there
were battered. The gap between
yields on Spanish and Portuguese
government bonds and those on
low-risk German debt widened, sug-
gesting market confidence contin-
ued to erode. The yield premium for
10-year Portuguese bonds rose 0.2
percentage points to 4.47 percent-
age points, while that for Spain
gained almost 0.3 percentage points

to 2.37 percentage points, the high-
est since September 1996, before the
euro was created.

The selloff in Spanish stocks and
bonds came as the government’s
short-term borrowing costs rose
sharply at an auction of three-
month and six-month bills even as
officials insisted that their deficit-
cutting measures were on track.

The Ireland bailout followed
huge government capital injections
over the past two years to prop up
banks that suffered big loan losses,
in turn causing the government’s
debt burden to balloon. This has
turned the spotlight to banks in
Spain and Portugal, analysts said.
“The contagion risk, at this stage, in
part lies in the lack of trust in those

two nations’ banking sectors,” says
Vincent Chaigneau, a Société Gé-
nérale strategist.

Spain, like Ireland, has suffered a
collapse in house prices that has hit
its banks. Portugal hasn’t, but its
private sector is highly indebted,
the economy hasn’t been growing
and unemployment is high, raising
questions about people’s ability to

repay their debts.
Economists say contagion, in

which a loss of confidence in one
economy transmits to others, can
occur through trade connections,
economic similarities or financial
linkages.

An economic downturn can hit a
trading partner’s exports or reduce
tourism revenues. A collapse in
value of financial assets in one
country can hit confidence about
banks in another if those banks hold
a lot of those assets. One reason
cited for the fall in Spanish bank
stocks: their exposure to Portugal.

Contagion also can happen when
investors look across from a trou-
bled economy and see similar prob-
lems elsewhere. While Portugal
doesn't have banking problems of
the scale of Ireland’s, or a budget
deficit as big as Greece’s, it does
have an unhappy combination of
budget deficits, high government
debt and low growth.

A third transmission mechanism
for contagion is through investor
portfolios, where price falls in one
asset class cause investors to sell
other assets. This can happen be-
cause investors such as mutual
funds need to preserve liquidity to
fund redemptions. Bond markets on
the euro zone’s geographic periph-
ery have seen investors, such as
pension funds, run for the exits be-
cause price swings have undermined
the stability that they seek.

—Bernd Radowitz
and Marcus Walker

contributed to this article.

BY STEPHEN FIDLER

German Chancellor Angela Merkel, pictured Tuesday, says the euro is in “an extraordinarily serious situation.”
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The case for default
to keep debt in check

As another European country
edges toward a multibillion-euro
bailout, a number of economists say
there is only one way to make credi-
tors share the pain: default.

In Dublin, officials from the In-
ternational Monetary Fund, Euro-
pean Union and United Kingdom are
negotiating a rescue package that is
likely to require the Irish govern-
ment to further squeeze pensions
and paychecks but pay off bond-
holders of Irish banks, whose debts
the government guaranteed.

Such a lopsided outcome—which
has been repeated since the Latin
America debt crises of the
1980s—enrages many voters and
signals to investors that there is no
price to pay for risky lending be-
cause international institutions will
always bail them out.

Instead, say economists, lenders
should be required to take hits on
their investments as a way to re-
duce a government’s bills and to
force lenders to be more careful
about where to invest their money
next time because they will realize
the IMF and others won’t guarantee
they will be paid in full.

“The most important effect is
that [a country’s] debts won’t build
up so much,” said Harvard Univer-
sity economist Kenneth Rogoff, who
has chronicled centuries of sover-
eign defaults.

German Chancellor Angela
Merkel tried to move in that direc-
tion last month. She persuaded fel-
low EU members to consider forcing

investors in sovereign bonds to take
losses as a condition of future res-
cue plans. But the effort backfired
when it prompted a sharp rise in
borrowing costs for weaker euro-
zone governments. Critics say that
made an Irish bailout even more
likely.

At the Group of 20 summit this
month, Germany, the U.K., France,
Italy and Spain tried to calm mar-
kets by issuing a statement that any
new mechanism wouldn’t come into
effect before mid-2013, after the ex-
piration of a €750 billion bailout
fund that Ireland will likely access.
Germany is seeking to make sure
the “permanent crisis mechanism”
that replaces it punishes bondhold-
ers as well as taxpayers.

Still, the negative market reac-
tion illustrates the difficulty of mak-
ing such a change. During times of
crisis, any talk of punishing credi-
tors drives up interest rates and
makes the situation worse.

After the Asian financial crisis of
1997 and 1998, the IMF proposed an
institutionalized default program.
Under the program, the IMF would
have judged a country’s ability to
pay its debts and the policies it
needed to pursue. Another institu-
tion would have acted like an inter-
national bankruptcy court. The pro-
posal withered in 2003 under
opposition from the U.S. Treasury
and emerging markets, which didn’t
want to cede power to an interna-
tional body.

—Matthew Karnitschnig
and Stephen Fidler

contributed to this article.

BY BOB DAVIS
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SPORT

Wayne Rooney returned
from an eight-game absence for
Manchester United last Satur-
day, although his impact was
much the same as it had been
during the previous couple of
months.

The striker ran around a lot
in a half-hour cameo from the
substitutes’ bench but failed to
make an intervention of note
and still hasn’t scored for
United from open play since
March 30. That goal came
against Bayern Munich in last
season’s UEFA Champions
League and Mr. Rooney is ex-
pected to return to European
action for United on Wednesday
against Glasgow Rangers. Lad-
brokes makes him 5/1 favorite
to be first scorer and Extrabet
goes 7/5 he scores anytime.

Those odds may look decent
for a player who scored freely a
season ago, but it’s best to ig-
nore him until he shows the
form that saw him named Pre-
mier League player of the sea-
son just a few months ago.

Even with key players such
as Rio Ferdinand, Nemanja Vidic
and Darren Fletcher likely to be
rested, United should secure at
least the point it needs to se-
cure qualification from Group C.

United has won eight of its
last nine Champions League
games and can be backed at
5/6 for victory. Rangers made a
promising start to the competi-
tion with a 0-0 draw at Old
Trafford, but Walter Smith, the
head coach, is likely to be with-
out Sasa Papic through injury.
Madjid Bougherra and Maurice
Edu are also doubts. The inju-
ries could push Rangers into a
more attacking formation so
back there to be more than 2.5
goals at 6/5 on Betdaq.

Tip of the day

5

Source: ERC

Wayne Rooney.
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Rivalry rising from the Ashes
Since 1882 it’s been cricket’s greatest battle and the latest clash promises to be the biggest yet

There has always been some-
thing epic about cricket matches be-
tween England and Australia—and
not simply the fact the games last
five days.

It is 133 years since these coun-
tries first played each other and the
rivalry between the two nations,
which resumes on Thursday at The
Gabba stadium in Brisbane, has
since emerged as cricket’s preemi-
nent grudge match, a thrilling joust
known as the Ashes.

The name dates from 1882, fol-
lowing England’s humiliating defeat
by upstart Australia. A newspaper
declared English cricket dead, its
ashes awarded to the land Down Un-
der. Ever since, the two nations
have battled for the symbolic urn.

It is a contest older than the
modern Olympic Games, older by far
than fooball’s World Cup, the World
Series or Wimbledon. For its partici-
pants, two nations with long sport-
ing pedigrees, it is a matter of heri-
tage, history and tradition. Simply
put, it is a fight like no other.

In fact, the Ashes urn itself is
tiny—a six-inch terra cotta pot with
six lines of doggerel stuck on the
front and, some say, the remains of
a burnt bail inside. But lately the in-
tensity surrounding the smallest
trophy in all of sports has grown to
super-size levels.

The run-up to this latest instal-
ment of cricket’s biennial rivalry has
been called the most hyped in his-
tory. That is all part of the hype, of
course, but the 2010 edition of the
sport’s oldest battle has generated
more fanfare and anticipation than
perhaps any in living memory.

The expectation has been build-
ing for months. Voices of experi-
ence—some of them in Australian
accents—say this is England’s best
chance of a win Down Under in a

generation. Gamblers will wager
some $300 million on the series and
analysts expect the five five-day Test
matches to generate an economic
impact of around $400 million,
roughly the same amount as when
Australia hosted the Rugby World
Cup in 2003—an event that involved
16 nations playing 48 games.

But beyond all the hype, the
most extraordinary thing about this
edition of cricket’s biggest grudge
match is this: At a time when the
rise of shorter versions of the game,
India’s emergence as the sport’s
dominant power and the growing
popularity of football and rugby
ought to have turned this vintage
conflict into a historical after-
thought, hype and history have con-
spired to do something remarkable:
This rivalry has not only survived,
it’s getting bigger.

“The bar gets raised every time,”
said Ian Botham, the former Eng-
land all-rounder, who starred in the
Ashes during the 1980s. “We’ve
been playing each other since the
game began, but I can’t remember a
series bigger than this one.”

Though Test cricket is recognized
as the pinnacle of the sport, these
days it is struggling to bowl over the
masses. The cricket world has been
swept up by Twenty20.

While the number of Test
matches played every year is
roughly the same as it was 50 years
ago, there has been an explosion in
shorter forms of the grand old
game: Australia played 18 one-day
games in 1989, but 39 last year. Eng-
land went from nine to 22.

In addition, the Indian Premier
League, an annual international all-
star tournament, has emerged as
the game’s most lucrative competi-
tion. Next to these brash upstarts,
Test cricket often seems slow, odd
and unfathomable. Even some Brits
find it boring and there are signs

that the ebb and flow of the five-day
game is beginning to lose its appeal.

“Test cricket has become very
unpopular to watch because of the
length of time it takes to play,” said
Stefan Szymanski, an economics
professor at London’s City Univer-
sity and an advisor to the Indian
cricket board. “Other forms of
cricket, such as Twenty20, are more
competitive because they’re more
convenient for fans.”

But even as the sun sets on Test
cricket in some parts of the world,
the Ashes is sweeping in another di-
rection. Most days in this series are
already sell-outs—even at the cav-
ernous Melbourne Cricket Ground,
capacity 100,000—and on eBay, the
online auction site, tickets for the
opening day of the fourth Test on
Boxing Day have sold for up to
$300—five times’ face value.

The rivalry owes much of its
prominence to the schedule: It is
one of the few remaining five-match
Test series in world cricket. While
Australia’s recent series against In-
dia, the world’s No. 1 ranked team,
was contested in just two
matches—and consequently over al-
most as soon as it had started—the
Ashes is an epic narrative stitched
across seven weeks of cricket.

The playing surface helps too.
While pitches in South Asia are dry
and dusty, which minimizes the
movement of the ball off the grass
and encourages the sort of slow,
grinding cricket that points directly
at a draw, groundkeepers in England
and Australia are better able to pro-
duce the smooth, green strips that
favor positive results. In the past
five years, only four of 15 Ashes
Tests have ended in a draw—and
two of those games featured last-
wicket stands to save the match.

But the biggest reason for the
enduring popularity of the Ashes
might also be the simplest: Cricket’s

most compelling contest has be-
come a contest again.

For much of the past two de-
cades, the Ashes was less a rivalry
than an exercise in ritual slaughter.
Australia went through a period of
more or less unbroken excellence
thanks to a succession of some of
the finest players in the sport’s his-
tory. They did not play cricket so
much as deal in humiliation, espe-
cially of Englishmen.

Consequently, England’s record
since Mike Gatting’s team tri-
umphed in 1986-87 was derisory:
England didn’t win or draw a series
in almost two decades, and in 43
games up to 2005, England managed
just one victory when the Ashes was
still as stake; its remaining six wins
were achieved only once the series
had been secured by Australia.

When England finally won the
Ashes in 2005 after a drought of al-
most 20 years, it revitalized the
sport’s oldest rivalry by ushering in
a new era of competition: England’s
triumph in the 2009 Ashes meant
the trophy changed hands for the
third series running, the first such
sequence since 1934.

More than that, the spellbinding
2005 series, which remained in the
balance until the final session on the
final day of the final test and is gen-
erally considered the finest Ashes
series of all-time, reaffirmed Test
cricket’s power to enthrall, says
John Stephenson, the former Eng-
land batsman who played in the
1989 Ashes.

“Never before in an Ashes series
had there been a sequence of Tests
where everything seemed at stake
for so much of the time,” said Mr.
Stephenson, now head of cricket at
the Marylebone Cricket Club, the
game’s spiritual home. “That series,
more than anything else, helps to
explain the appetite for the Ashes
nowadays.”

BY JONATHAN CLEGG

England’s Graeme Swann, second left, celebrates with teammates after taking the wicket to win the Ashes in 2009.
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U.K. to cap foreign workers
LONDON—The British govern-

ment on Tuesday detailed new rules
that will for the first time set a per-
manent cap on the number of work-
ers allowed to enter the country
from outside Europe.

But because the rules don’t ad-
dress significant migrant groups
such as students or workers who ar-
rive from Europe, they will have lit-
tle impact for now on Prime Minis-
ter David Cameron’s goal of
reducing overall immigration fig-
ures, a key part of his election plat-
form earlier this year.

Mr. Cameron’s Conservative
Party has argued that high immigra-
tion levels have put pressure on
public services and led to tensions
in communities. The government, in
unveiling the new rules, to take ef-
fect in April, also pledged to tighten
the rules for other categories of im-
migrants, including students.

The government Tuesday said it
would limit the number of skilled
and highly skilled workers entering
the U.K. to 21,700 a year, represent-
ing a reduction of about a fifth from
last year’s levels of 28,000. The
move follows a temporary cap im-
posed by border authorities in June
while they determined details of the
permanent limit.

A number of companies—includ-
ing large international firms in sec-
tors such as finance and pharmaceu-
ticals—had lobbied the government,
concerned that thresholds set too
low would hinder their ability to
hire talent.

To help address those concerns,
Home Secretary Theresa May on
Tuesday said the government would
exclude from the total cap current
employees that a company transfers
to the U.K., as opposed to outside
hires. Existing employees account
for the largest category of worker
permits. However, transferred em-
ployees earning less than £40,000,
or about $64,000, annually won’t be
able to stay longer than a year, on
the theory that lower-paid workers
are less skilled.

“Generally, business is fairly
happy that the government has lis-
tened to it,” said Nicolas Rollason, a

London-based partner at law firm
Kingsley Napley LLP whose clients
include multinational firms in fi-
nance and other industries. “The
question is now, going forward, how
quickly the U.K. government can re-
spond to the increased demand for
non-EU workers when there is an
upturn in the economy.”

The government has previously
indicated that the cap could be sub-
ject to review if needed. On Tues-
day, it said the system is designed
to reduce net migration while still
attracting the best and brightest
workers.

In 2009, 196,000 more people
came to the U.K. than left, a 20% in-
crease from 2008. The government
has said it aims to reduce net mi-
gration to the tens of thousands a
year.

The new rules will make little
difference to the overall immigra-
tion numbers, for now. The limit ap-
plies only to non-European workers,

but nearly a third of all people ar-
riving in the U.K. are from Europe.
And they also have no bearing on
other large groups of migrants such
as students, which account for the
majority of those arriving from out-
side Europe, and dependents.

Ms. May said the government
would be looking at ways to tighten
rules for other groups, including
students and family members.

She said she will shortly be con-
ducting a review of the student-visa
system.

BY CASSELL BRYAN-LOW

Prime Minister David Cameron and
Home Secretary Theresa May view
passports on a visit to Heathrow
Airport on Tuesday.
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France and
Germany
lift growth
in euro zone

LONDON—Growth in the euro-
zone’s private sector accelerated
sharply in November, boosted by a
strong expansion in France and Ger-
many, despite heightened concern
about the rising debts of some euro-
zone member states, particularly
Ireland.

The preliminary composite pur-
chasing-managers index for the euro
zone rose to 55.4 in November from
October’s 53.8, financial-services
company Markit said Tuesday. The
November services PMI for the euro
zone also rose by more than ex-
pected, to 55.2 from 53.3 a month
earlier, while the manufacturing
PMI jumped to 55.5 from 54.6 in Oc-
tober. A PMI level above 50 signals
an expansion in activity, while a
level below 50 signals a contraction.

Economists had forecast the
composite measure would rise just
marginally, to 53.9. The services PMI
was forecast to fall to 53.1, while the
manufacturing PMI was seen a little
stronger at 54.7.

“The flash PMI readings for No-
vember indicate that the euro zone
regained some of the growth mo-
mentum that had been lost since
July’s peak,” said Chris Williamson,
chief economist at Markit. “How-
ever, growth remains very unbal-
anced, led by a renewed surge of
output and employment in Ger-
many—which is driving economic
growth at almost twice the euro-
area average—while the periphery
continues to struggle with ex-
tremely tough conditions.”

Ireland on Sunday formally re-
quested financial aid from the Euro-
pean Union and the International
Monetary Fund to protect its bank-
ing sector. “Ireland’s woes appear to
have done little so far to affect the
economic recovery elsewhere in the
euro zone,” said Martin van Vliet,
euro-zone economist for ING Bank.

“The unexpected increase in the
euro-zone composite PMI is encour-
aging, especially given the resur-
gence of the sovereign-debt crisis.
With the weakening in global trade
set to slow exports, however, there
remains a risk that the pace of re-
covery in core euro-zone economies
will slow down.”

Other data released Tuesday
from Germany and Italy were also
upbeat and showed that consumer
confidence in the larger economies
of the region had improved.

German growth in the third
quarter was confirmed at 0.7%, com-
pared with the previous quarter, and
3.9% in annual terms in the more
detailed breakdown of gross domes-
tic product figures published Tues-
day. The GDP data showed that pri-
vate and public spending were key
to the brisk pace of growth last
quarter, while November’s PMI sug-
gested a pickup in growth is likely
in the fourth quarter.

Results of the forward-looking
German Gfk consumer-confidence
survey for December, released Tues-
day, also reflected continued buoy-
ancy in the largest euro-zone econ-
omy, for the remainder of the year
at least, with the index rising to 5.5
from November’s 5.1.

—Emese Bartha in Frankfurt
contributed to this article.

BY ILONA BILLINGTON

Eleven arrests in antiterror sweep
BRUSSELS—Belgian police Tues-

day arrested seven members of
what they said was an Antwerp-
based Moroccan terror network
whose alleged aims were steering
cash and recruits to Islamic rebels
in Chechnya, as well plotting an at-
tack on Belgian soil. As part of the
sting, three men in the Netherlands
and one in Germany also were ar-
rested.

The 11 men were scheduled to
appear Tuesday afternoon before a
special antiterror investigating
judge in Mechelen, a city near Brus-
sels. The judge will decide by noon
Wednesday how many of the men
will be charged.

Possible charges include belong-
ing to a terrorist organization,
money laundering and recruitment
for a foreign military, a person fa-
miliar with the matter said.

The spokesman for the prosecu-
tor’s office in Aachen, Germany, said
the German suspect was arrested

for “membership in a terrorist orga-
nization and other charges.” He de-
clined to name the other charges,
and instead referred the question to
the Mechelen court.

German security officials have
monitored at least three of the sus-
pects, a person familiar with the in-
vestigation said, without providing
details.

Lieve Pellens, a spokeswoman for
the Belgian prosecutor’s office, said
further details would be released on
Wednesday. “This has nothing to do
with the threat in Germany,” she
said, referring to German warnings
that Islamist terrorists were plan-
ning attacks there soon. “It’s really
a Moroccan group based here that
was being used by the Chechens.”

Of the men, six hold Belgian and
Moroccan passports, and three hold
Dutch and Moroccan passports. Two
are Chechens who hold Russian
passports. They came to the atten-
tion of antiterror authorities via a
website, identified by police as “An-
sar Al Mujahadeen,” that they used
to try to recruit Islamic radicals for

terrorism, Mrs. Pellens said.
If the judge charges them, the

men will face a pretrial hearing be-
fore the end of the month. The trial
would take place some time next
year.

Lors Doukaiev, the Chechen man
arrested in September for detonat-
ing a bomb in a Copenhagen hotel,
was a resident of Liege in eastern
Belgium. Mr. Doukaiev was plotting
to blow up Jyllands-Posten, the Dan-
ish newspaper that printed cartoons
mocking the prophet Mohammad in
2005, Danish police said. However,
Mr. Doukaev, who was injured in the
blast and is still being held, was
working on his own, with no con-
nection to the men arrested Tues-
day, Belgian police said.

Chechen gangs are known in Bel-
gium for petty-crime sprees, not for
their political violence, says a Brus-
sels police officer whose job doesn’t
allow him to be quoted by name.

However, the struggle of Islamic
Chechnya to win independence from
Russia has long been a favorite
cause of Islamist terorrists, and Bel-

gium is considered one of the their
European hubs.

Before Tuesday’s arrests, only
one previous prosecution has al-
leged attempted attacks on Belgian
soil. Two days after Sept. 11, 2001,
Nizar Trabelsi, a former soccer star
from Tunisia, was arrested for alleg-
edly plotting to blown up a military
base. In 2003, he was sentenced to
10 years in prison.

Since then, Belgian authorities
have arrested and sentenced dozens
of Islamist terrorists based in this
small kingdom, whose population of
10.6 million includes some 650,000
Muslims, mostly Moroccans and
Turks.

Alleged “shoe-bomber” Richard
Reid once bought a fake passport
near the Brussels south station. Mr.
Reid was convicted of trying to blow
up a U.S.-bound airliner in 2001
with explosives hidden in his shoe.

In 2005, Muriel Degauque, a 38-
year-old Belgian woman from the
rust-belt city of Charleroi, blew her-
self up in Iraq after being converted
to Islam by a terror network.

BY JOHN W. MILLER
AND DAVID CRAWFORD

Source: U.K. Home Office

Note: Charts are based on different surveys
*Numbers don’t equal 100% due to rounding
†U.K. citizens living abroad who are returning
to the U.K.
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Giving thanks benefits your well-being
Those who frequently feel grateful earn more, sleep better, exercise regularly and are less likely to be depressed

Maintaining an attitude of grati-
tude can improve psychological,
emotional and physical well-being, a
growing body of research suggests.

Adults who frequently feel grate-
ful have more energy, more opti-
mism, more social connections and
more happiness than those who do
not, according to studies conducted
over the past decade. They’re also
less likely to be depressed, envious,
greedy or alcoholics. They earn
more money, sleep more soundly,
exercise more regularly and have
greater resistance to viral infec-
tions.

Now, researchers are finding that
gratitude brings similar benefits in
children and adolescents. Children

who feel and act
grateful tend to be
less materialistic,
get better marks,

set higher goals, complain of fewer
headaches and stomach aches and
feel more satisfied with their
friends, families and schools than
those who don’t, studies show.

“A lot of these findings are
things we learned in kindergarten or
our grandmothers told us, but we
now have scientific evidence to
prove them,” says Jeffrey J. Froh, an
assistant professor of psychology at
Hofstra University in Hempstead,
N.Y., who has conducted much of the
research with children.

Robert Emmons, a professor of
psychology at the University of Cali-
fornia-Davis and a pioneer in grati-
tude research, says “with the real-
ization that one has benefited
comes the awareness of the need to
reciprocate.”

Philosophers as far back as the
ancient Greeks and Romans cited
gratitude as an indispensable human
virtue, but social scientists are just
beginning to study how it develops
and the effects it can have.

The research is part of the “posi-
tive psychology” movement, which
focuses on developing strengths
rather than alleviating disorders.
Cultivating gratitude is also a form
of cognitive-behavioral therapy,
which holds that changing peoples’
thought patterns can dramatically
affect their moods.

It’s possible, of course, to over-
do expressions of gratitude, particu-
larly if you try to show it with a
gift. “Thanking someone in such a
way that is disproportionate to the
relationship—say, a student giving
her teacher an iPod—will create re-
sentment, guilt, anger and a sense
of obligation,” says Dr. Froh.

Gratitude can also be misused to
exert control over the receiver and
enforce loyalty. Dr. Froh says you
can avoid this by being empathic to-
ward the person you are thank-
ing—and by honestly assessing your
motivations.

Dr. Froh and colleagues sur-
veyed 1,035 high-school students
and found that the most grateful
had more friends and higher grades,
while the most materialistic had
lower grades, higher levels of envy
and less satisfaction with life. “One
of the best cures for materialism is
to make somebody grateful for what
they have,” says Dr. Froh.

Much of the research on grati-
tude has looked at associations, not
cause-and-effect relationships; it’s
possible that people who are happy,
healthy and successful simply have
more to be grateful for. But in a
landmark study in the Journal of

Personality and Social Psychology in
2003, Dr. Emmons and University of
Miami psychologist Michael Mc-
Cullough showed that counting
blessings can actually make people
feel better.

The researchers randomly di-
vided more than 100 undergradu-
ates into three groups. One group
was asked to list five things they
were grateful for during the past
week for 10 consecutive weeks. The
second group listed five things that
annoyed them each week and the
third group simply listed five events
that had occurred. They also com-
pleted detailed questionnaires about
their physical and mental health be-
fore, during and after.

Those who listed blessings each
week had fewer health complaints,
exercised more regularly and felt
better about their lives than the
other two groups.

Drs. Froh and Emmons con-
ducted a similar study with 221 chil-
dren aged 12 and 13 from Candle-
wood Middle School in Dix Hills,
N.Y., an affluent area on Long Island.

Although the effects weren’t as dra-
matic as with the adults, the stu-
dents in the gratitude group did re-
port a higher level of satisfaction
with school and more optimism
than the students who listed irrita-
tions, according to the study in the
Journal of School Psychology in

2008.
As simple as it sounds, gratitude

is actually a demanding, complex
emotion that requires “self-reflec-
tion, the ability to admit that one is
dependent upon the help of others,
and the humility to realize one’s
own limitations,” Dr. Emmons says.

Being grateful also forces people
to overcome what psychologists call
the “negativity bias”—the innate
tendency to dwell on problems, an-
noyances and injustices rather than
upbeat events. Focusing on bless-
ings can help ward off depression
and build resilience in times of
stress, grief or disasters, according
to studies of people impacted by the
Sept. 11 terror attacks in New York
and Hurricane Katrina in New Or-
leans.

Can people learn to look on the
bright side, want what they have
and be grateful for it? Experts be-
lieve that about 50% of such tem-
perament is genetic, but the rest
comes from experience, so there’s
ample opportunity for change.

Some experts believe that chil-
dren don’t develop true gratitude
until they can experience empathy,
which usually occurs around age 7.
But researchers at Yale University’s
Infant Cognition Center have shown
that infants as young as 6-months
old prefer characters who help to
those who hinder others. To help lay
the groundwork for gratefulness, Dr.
Froh says he asks his 4-year-old
son, James, each night what was his
favorite thing about the day and
what he is looking forward to to-
morrow.

For older children and adults,
one simple way to cultivate grati-
tude is to literally count your bless-
ings. Keep a journal and regularly
record whatever you are grateful for
that day. Be specific. Listing “my
friends, my school, my dog” day af-
ter day means that “gratitude fa-
tigue” has set in, Dr. Froh says.
Writing “my dog licked my face
when I was sad” keeps it fresher.
Some people do this on their Face-
book or MySpace pages, or in one of
dozens of online gratitude groups.
There’s an iPod app for gratitude
journaling, too. The real benefit
comes in changing how you experi-
ence the world. Look for things to
be grateful for, and you’ll start see-
ing them everywhere.

A Buddhist exercise, called Nai-
kan self-reflection, asks people to
ponder daily: “What have I received
from…? What have I given to…? and
What trouble have I caused…?” Ac-
knowledging those who touched
your life—from the person who
made your coffee to the engineer
who drove your train—and reflect-
ing on how you reciprocated rein-
forces humbleness and interdepen-
dence.

Delivering your thanks in person
can be particularly powerful. Adopt-
ing a more upbeat mind-set helps
facilitate gratitude, too. Instead of
bonding with friends over gripes
and annoyances, try sharing what
you’re grateful for. To avoid sound-
ing boastful, focus on giving credit
to other people, as in, “My mother
took a whole day off from work to
get to my game.”

Studies show that using nega-
tive, derogatory words—even as you
talk to yourself—can darken your
mood as well. Fill your head with
positive thoughts, express thanks
and encouragement aloud and look
for something to be grateful for, not
criticize, in those around you, espe-
cially loved ones.

Last, if you find you take too
much for granted, try to imagine
what life would be like without a
major blessing, such as a spouse, a
child or a job.

Email healthjournal@wsj.com.

BY MELINDA BECK

Keep a gratitude journalKeep a gratitude journalKeep a gratitude journalKeep a gratitude journal
Note one to three good things thatNote one to three good things thatNote one to three good things thatNote one to three good things that
happened during the day—and behappened during the day—and behappened during the day—and behappened during the day—and be
specific.specific.specific.specific.

Pause mindfullyPause mindfullyPause mindfullyPause mindfully
Several times a day, stop whateverSeveral times a day, stop whateverSeveral times a day, stop whateverSeveral times a day, stop whatever
you are doing and focus on theyou are doing and focus on theyou are doing and focus on theyou are doing and focus on the
sounds, smells, touches around you.sounds, smells, touches around you.sounds, smells, touches around you.sounds, smells, touches around you.

Go on a gratitude visitGo on a gratitude visitGo on a gratitude visitGo on a gratitude visit
Write a letter of thanks toWrite a letter of thanks toWrite a letter of thanks toWrite a letter of thanks to
someone who has helped yousomeone who has helped yousomeone who has helped yousomeone who has helped you
in the past. Read it in person orin the past. Read it in person orin the past. Read it in person orin the past. Read it in person or
over the phone.over the phone.over the phone.over the phone.

Savor good timesSavor good timesSavor good timesSavor good times
Photographs, drawingsPhotographs, drawingsPhotographs, drawingsPhotographs, drawings
and written accountsand written accountsand written accountsand written accounts
help reinforce memories.help reinforce memories.help reinforce memories.help reinforce memories.
Collect them in scrap-Collect them in scrap-Collect them in scrap-Collect them in scrap-
books or post aroundbooks or post aroundbooks or post aroundbooks or post around
your home.your home.your home.your home.

Source: WSJ reportingSource: WSJ reportingSource: WSJ reportingSource: WSJ reporting

Watch yourWatch yourWatch yourWatch your
languagelanguagelanguagelanguage
Using disparag-Using disparag-Using disparag-Using disparag-
ing words, even ining words, even ining words, even ining words, even in
talking to yourself,talking to yourself,talking to yourself,talking to yourself,
reinforces negativereinforces negativereinforces negativereinforces negative
thoughts.thoughts.thoughts.thoughts.

Count blessings, not sheepCount blessings, not sheepCount blessings, not sheepCount blessings, not sheep
Review events and people toReview events and people toReview events and people toReview events and people to
be grateful for during the day asbe grateful for during the day asbe grateful for during the day asbe grateful for during the day as
you’re falling asleep.you’re falling asleep.you’re falling asleep.you’re falling asleep.

For adults:For adults:For adults:For adults:
• More optimistic• More optimistic• More optimistic• More optimistic
• More social satisfaction• More social satisfaction• More social satisfaction• More social satisfaction
• Less envy• Less envy• Less envy• Less envy
• Less depression• Less depression• Less depression• Less depression
• Fewer physical complaints• Fewer physical complaints• Fewer physical complaints• Fewer physical complaints
• Better sleep• Better sleep• Better sleep• Better sleep
• More exercise• More exercise• More exercise• More exercise

For children:For children:For children:For children:
• Better grades• Better grades• Better grades• Better grades
• Higher goals• Higher goals• Higher goals• Higher goals
• More satisfaction with lives,• More satisfaction with lives,• More satisfaction with lives,• More satisfaction with lives,
friends, family and schoolfriends, family and schoolfriends, family and schoolfriends, family and school
• Less materialistic• Less materialistic• Less materialistic• Less materialistic
• More desire to give back• More desire to give back• More desire to give back• More desire to give back

SOME TECHNIQUES TO HELP KIDS BE GRATEFULSOME TECHNIQUES TO HELP KIDS BE GRATEFULSOME TECHNIQUES TO HELP KIDS BE GRATEFULSOME TECHNIQUES TO HELP KIDS BE GRATEFUL

Find a ‘gratitudeFind a ‘gratitudeFind a ‘gratitudeFind a ‘gratitude
accountability buddy’accountability buddy’accountability buddy’accountability buddy’
Swap gratitude lists with aSwap gratitude lists with aSwap gratitude lists with aSwap gratitude lists with a
friend; acknowledging wherefriend; acknowledging wherefriend; acknowledging wherefriend; acknowledging where
gratitude is due will keep itgratitude is due will keep itgratitude is due will keep itgratitude is due will keep it
from sounding like bragging.from sounding like bragging.from sounding like bragging.from sounding like bragging.

You’re welcomeYou’re welcomeYou’re welcomeYou’re welcome
Researchers believe gratitudeResearchers believe gratitudeResearchers believe gratitudeResearchers believe gratitude
may actually help your mentalmay actually help your mentalmay actually help your mentalmay actually help your mental
and physical health.and physical health.and physical health.and physical health.

Gratitude researcher Jeffery Froh reads to his 4-year-old son, James, at
bedtime, when James talks about his favorite things from the day.
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Centrist group draws
Bloomberg’s support

An alliance of centrist Republi-
cans and Democrats is seeking to
organize a grassroots effort aimed
at the “middle” of American politics,
a political sphere depopulated by
the midterm elections.

The advocacy group, dubbed “No
Labels” for eschewing either major
U.S. party affiliation, has drawn the
support of New York City Mayor
Michael Bloomberg, the country’s
most powerful independent politi-
cian.

Mr. Bloomberg will be the
group’s keynote speaker at the Dec.
13 launch.

One scenario gaining ground
sees Mr. Bloomberg as an attractive
third-party presidential candidate if
the two-party polarization and eco-
nomic downturn persist—and if for-
mer Alaska Gov. Sarah Palin and
President Obama are the likely Re-
publican and Democratic nominees.

“Independents are the fastest-
growing group of voters in the
country, and as that trend contin-
ues, they will wield more and more
influence in elections,” said Mr.
Bloomberg, who also said he wasn’t
considering a presidential bid.

Efforts such as No Labels “aren’t
important, they’re invaluable” if Mr.
Bloomberg does decide to run, a top
adviser to the New York mayor said.
But No Labels founder Nancy Jacob-
son said the group had not asked
Mr. Bloomberg for money and
doesn’t support any candidates yet.

No Labels is led by Ms. Jacobson,
a Democratic fundraiser, and Repub-
lican image guru Mark McKinno,
who were introduced to each other
by Kevin Sheekey, Mr. Bloomberg’s
political adviser.

The group already has raised
more than $1 million to seed its ef-
fort against what it calls “hyperpar-
tisanship.” Backers include billion-
aire co-chair of Loews Corp.
Andrew Tisch, Panera Bread founder
Ron Shaich and Facebook Chief Op-
erating Officer Sheryl Sandberg.

The group’s goal is to start a
grassroots movement for the cen-
trist majority akin to the work of
the tea-party movement on the
right and Move On on the left. It
comes when public support for the
major parties is historically low.

”I’ve never seen such a wide
opening for a third force in Ameri-
can politics,” says William Galston,
political historian, Brookings Insti-
tute fellow and a No Labels adviser.
“And this time, Americans have a lot
of skin in the game because of the
tough times.”

At the launch in New York, Mr.
Bloomberg is scheduled to be joined
by Newark, N.J., Mayor Corey
Booker, as well as centrist U.S. sena-
tors Joe Lieberman, an independent,
and Ron Wyden, a Democrat.

The group wanted to invite Re-
publican Sen. Lindsay Graham, but
didn’t want to hurt his future elec-
tion chances in his home state of
South Carolina.

The group has already road-
tested its message in cities across
the country, most recently in New
Hampshire last week.

In a living room full of politically
active citizens in Portsmouth, No
Labels’ organizer John Avlon, an ex-
pert on independent parties, said,
“This is a rebellious idea for the po-

litically homeless—and our numbers
are growing.”

New poll data offer support for
this view. About 40% of Americans
identify themselves as independents
though many still vote along party
lines, according to a recent Pew poll.
“It’s the largest single group in
American politics and the only
growing segment of the electorate,”
says Doug Shoen, former pollster
for President Bill Clinton and Mayor
Bloomberg.

But questions are being
raised—both inside and outside No
Labels—about the group’s reach,
with its focus on process rather

than a political leader or action
agenda. Third-party movements in
the center of the political spectrum
have tended to falter, including the
last presidential election’s Unity ’08,
with the exception of a strong can-
didate such as Teddy Roosevelt in
1912 or Ross Perot in the 1990s.

“Kumbaya moments and puppies
are great, but you need more meat
to get real support,” Peter Anger-
hofer, a Republican at the Ports-
mouth gathering, told the No Labels
speakers. “If you want to create a
third party and carve out the mid-
dle, that might work, but be clear
about it.”

BY MONICA LANGLEY

New York Mayor Michael Bloomberg will speak at the launch of No Labels.
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Taking a nosedive, by Time

When the bull market ofWall Street stumbled, we all took the fall. As the
global economy struggles to find its feet, keeping up to date is more

important than ever. So for breaking business news, informed articles and
our dedicated business blog The Curious Capitalist, visit Time.com

Understanding comes with TIME.
www.time.com/business
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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

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 543.00 13.75 2.60% 617.50 356.75
Soybeans (cents/bu.) CBOT 1239.00 17.50 1.43 1,348.50 872.75
Wheat (cents/bu.) CBOT 680.75 -3.75 -0.55% 864.25 504.75
Live cattle (cents/lb.) CME 105.225 0.625 0.60 105.475 88.750
Cocoa ($/ton) ICE-US 2,804 -35 -1.23 3,477 2,410
Coffee (cents/lb.) ICE-US 210.55 3.40 1.64 221.45 131.40
Sugar (cents/lb.) ICE-US 27.33 0.83 3.13 33.39 11.90
Cotton (cents/lb.) ICE-US 111.79 -6.00 -5.09 151.95 61.89
Crude palm oil (ringgit/ton) MDEX 3,115.00 -69 -2.17 3,450 2,533
Cocoa (pounds/ton) LIFFE 1,860 -9 -0.48 2,322 1,610
Robusta coffee ($/ton) LIFFE 1,853 5 0.27 2,098 1,342

Copper (cents/lb.) COMEX 371.10 -5.10 -1.36 408.75 230.00
Gold ($/troy oz.) COMEX 1379.70 19.80 1.46 1,426.10 897.30
Silver (cents/troy oz.) COMEX 2764.70 11.10 0.40 2,940.50 1,475.00
Aluminum ($/ton) LME 2,249.00 -39.00 -1.70 2,481.50 1,857.00
Tin ($/ton) LME 23,850.00 -1150.00 -4.60 27,325.00 14,750.00
Copper ($/ton) LME 8,115.00 -260.00 -3.10 8,920.00 6,120.00
Lead ($/ton) LME 2,168.00 -84.00 -3.73 2,616.00 1,580.00
Zinc ($/ton) LME 2,088.00 -62.00 -2.88 2,659.00 1,617.00
Nickel ($/ton) LME 21,370 -350 -1.61 27,590 15,910

Crude oil ($/bbl.) NYMEX 81.25 -0.49 -0.60 93.29 69.08
Heating oil ($/gal.) NYMEX 2.2669 -0.0187 -0.82 2.5235 1.5200
RBOB gasoline ($/gal.) NYMEX 2.0868 -0.0109 -0.52 2.3329 1.8222
Natural gas ($/mmBtu) NYMEX 4.415 -0.017 -0.38 11.750 3.853
Brent crude ($/bbl.) ICE-EU 83.25 -0.71 -0.85 134.00 57.36
Gas oil ($/ton) ICE-EU 705.00 -1.50 -0.21 782.25 592.50

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

Currencies London close on Nov. 23
Per In

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

Argentina peso-a 5.3357 0.1874 3.9725 0.2517
Brazil real 2.3250 0.4301 1.7310 0.5777
Canada dollar 1.3720 0.7289 1.0215 0.9790

1-mo. forward 1.3728 0.7284 1.0221 0.9784
3-mos. forward 1.3748 0.7274 1.0236 0.9770
6-mos. forward 1.3780 0.7257 1.0259 0.9747

Chile peso 646.26 0.001547 481.15 0.002078
Colombia peso 2540.70 0.0003936 1891.60 0.0005287
Ecuador US dollar-f 1.3432 0.7445 1 1
Mexico peso-a 16.7034 0.0599 12.4360 0.0804
Peru sol 3.7776 0.2647 2.8125 0.3556
Uruguay peso-e 26.863 0.0372 20.000 0.0500
U.S. dollar 1.3432 0.7445 1 1
Venezuela bolivar 5.77 0.173360 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.3750 0.7273 1.0237 0.9769
China yuan 8.9248 0.1120 6.6447 0.1505
Hong Kong dollar 10.4203 0.0960 7.7581 0.1289
India rupee 61.4290 0.0163 45.7350 0.0219
Indonesia rupiah 12051 0.0000830 8973 0.0001115
Japan yen 111.43 0.008974 82.97 0.012053

1-mo. forward 111.40 0.008977 82.94 0.012057
3-mos. forward 111.32 0.008983 82.88 0.012066
6-mos. forward 111.18 0.008994 82.78 0.012081

Malaysia ringgit-c 4.2034 0.2379 3.1295 0.3195
New Zealand dollar 1.7543 0.5700 1.3061 0.7657
Pakistan rupee 114.866 0.0087 85.520 0.0117
Philippines peso 59.361 0.0168 44.195 0.0226
Singapore dollar 1.7620 0.5675 1.3119 0.7623
South Korea won 1560.40 0.0006409 1161.75 0.0008608
Taiwan dollar 41.074 0.02435 30.580 0.03270
Thailand baht 40.382 0.02476 30.065 0.03326

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

Euro zone euro 1 1 0.7445 1.3432
1-mo. forward 1.0002 0.9998 0.7447 1.3429
3-mos. forward 1.0008 0.9992 0.7452 1.3420
6-mos. forward 1.0019 0.9981 0.7459 1.3406

Czech Rep. koruna-b 24.704 0.0405 18.393 0.0544
Denmark krone 7.4564 0.1341 5.5514 0.1801
Hungary forint 275.84 0.003625 205.37 0.004869
Norway krone 8.1823 0.1222 6.0919 0.1642
Poland zloty 3.9575 0.2527 2.9465 0.3394
Russia ruble-d 42.131 0.02374 31.367 0.03188
Sweden krona 9.3602 0.1068 6.9689 0.1435
Switzerland franc 1.3326 0.7504 0.9922 1.0079

1-mo. forward 1.3323 0.7506 0.9919 1.0082
3-mos. forward 1.3315 0.7510 0.9913 1.0088
6-mos. forward 1.3303 0.7517 0.9904 1.0097

Turkey lira 1.9863 0.5035 1.4788 0.6762
U.K. pound 0.8462 1.1818 0.6300 1.5873

1-mo. forward 0.8464 1.1815 0.6302 1.5869
3-mos. forward 0.8468 1.1809 0.6305 1.5861
6-mos. forward 0.8475 1.1800 0.6310 1.5849

MIDDLE EAST/AFRICA
Bahrain dinar 0.5064 1.9748 0.3770 2.6525
Egypt pound-a 7.7322 0.1293 5.7568 0.1737
Israel shekel 4.9200 0.2033 3.6630 0.2730
Jordan dinar 0.9520 1.0505 0.7088 1.4109
Kuwait dinar 0.3775 2.6488 0.2811 3.5577
Lebanon pound 2024.80 0.0004939 1507.50 0.0006634
Saudi Arabia riyal 5.0371 0.1985 3.7503 0.2666
South Africa rand 9.5108 0.1051 7.0810 0.1412
United Arab dirham 4.9333 0.2027 3.6729 0.2723

SDR -f 0.8654 1.1555 0.6443 1.5520

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

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

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

15 EUROPE Stoxx Europe 600 263.62 -4.12 -1.54% 4.1% 6.8%

14 Stoxx Europe 50 2503.81 -41.26 -1.62 -2.9 -0.1

14 Euro Zone Euro Stoxx 266.48 -6.03 -2.21 -3.0 -0.6

13 Euro Stoxx 50 2739.37 -72.06 -2.56 -7.6 -4.8

15 Austria ATX 2656.48 -67.64 -2.48 6.4 2.3

10 Belgium Bel-20 2584.25 -59.10 -2.24 2.9 3.2

12 Czech Republic PX 1122.0 -19.5 -1.71 0.4 -1.6

21 Denmark OMX Copenhagen 401.65 -2.38 -0.59 27.2 29.3

14 Finland OMX Helsinki 7090.31 -112.89 -1.57 9.8 12.7

13 France CAC-40 3724.42 -94.47 -2.47 -5.4 -1.6

14 Germany DAX 6705.00 -117.05 -1.72 12.5 16.2

... Hungary BUX 21953.54 -331.66 -1.49 3.4 3.9

11 Ireland ISEQ 2663.90 -92.83 -3.37 -10.5 -7.6

12 Italy FTSE MIB 19950.96 -421.24 -2.07 -14.2 -12.1

10 Netherlands AEX 334.82 -7.60 -2.22 -0.2 6.0

9 Norway All-Shares 441.83 -8.90 -1.97 5.2 8.3

17 Poland WIG 45730.96 -171.29 -0.37 14.4 14.5

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

5 Portugal PSI 20 7617.60 -170.04 -2.18 -10.0 -10.2

... Russia RTSI 1573.46 -26.84 -1.68% 10.3 8.7

9 Spain IBEX 35 9691.8 -304.6 -3.05 -18.8 -18.6

15 Sweden OMX Stockholm 343.40 -5.72 -1.64 14.7 13.8

14 Switzerland SMI 6393.79 -138.85 -2.13 -2.3 -0.1

... Turkey ISE National 100 66335.42 -1591.05 -2.34 25.6 45.7

12 U.K. FTSE 100 5581.28 -99.55 -1.75 3.1 4.8

18 ASIA-PACIFIC DJ Asia-Pacific 135.37 -1.33 -0.97 10.0 13.4

... Australia SPX/ASX 200 4589.07 -54.46 -1.17 -5.8 -2.0

... China CBN 600 26754.50 -526.63 -1.93 -7.9 -6.9

15 Hong Kong Hang Seng 22896.14 -627.88 -2.67 4.7 2.1

20 India Sensex 19691.84 -265.75 -1.33 12.8 14.9

... Japan Nikkei Stock Average 10115.19 Closed -4.1 7.6

... Singapore Straits Times 3126.30 -64.62 -2.03 7.9 12.5

11 South Korea Kospi 1928.94 -15.40 -0.79 14.6 20.1

17 AMERICAS DJ Americas 319.19 -4.73 -1.46 7.7 9.8

... Brazil Bovespa 67848.94 -1783.56 -2.56 -1.1 1.3

17 Mexico IPC 36293.15 -417.31 -1.14 13.0 17.2

*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 1.0237 1.6249 1.0318 0.1469 0.0326 0.1680 0.0123 0.2795 1.3750 0.1844 1.0022 ...

Canada 1.0215 1.6213 1.0295 0.1466 0.0326 0.1677 0.0123 0.2789 1.3720 0.1840 ... 0.9978

Denmark 5.5514 8.8117 5.5953 0.7966 0.1770 0.9113 0.0669 1.5155 7.4564 ... 5.4348 5.4229

Euro 0.7445 1.1818 0.7504 0.1068 0.0237 0.1222 0.0090 0.2033 ... 0.1341 0.7289 0.7273

Israel 3.6630 5.8143 3.6920 0.5256 0.1168 0.6013 0.0442 ... 4.9200 0.6598 3.5861 3.5782

Japan 82.9650 131.6903 83.6214 11.9051 2.6450 13.6189 ... 22.6495 111.4344 14.9449 81.2228 81.0444

Norway 6.0919 9.6697 6.1401 0.8742 0.1942 ... 0.0734 1.6631 8.1823 1.0974 5.9640 5.9509

Russia 31.3670 49.7888 31.6152 4.5010 ... 5.1490 0.3781 8.5632 42.1306 5.6503 30.7083 30.6409

Sweden 6.9689 11.0617 7.0240 ... 0.2222 1.1440 0.0840 1.9025 9.3602 1.2553 6.8225 6.8075

Switzerland 0.9922 1.5748 ... 0.1424 0.0316 0.1629 0.0120 0.2709 1.3326 0.1787 0.9713 0.9692

U.K. 0.6300 ... 0.6350 0.0904 0.0201 0.1034 0.0076 0.1720 0.8462 0.1135 0.6168 0.6154

U.S. ... 1.5873 1.0079 0.1435 0.0319 0.1642 0.0121 0.2730 1.3432 0.1801 0.9790 0.9769

Source: Thomson Reuters via WSJ Market Data Group

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

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.40% 16 ALL COUNTRY (AC) WORLD* 318.31 0.25% 6.3% 12.6%

2.50 16 World (Developed Markets) 1,231.42 0.32 5.4 11.3

2.30 17 World ex-EMU 146.94 0.13 7.5 13.9

2.40 16 World ex-UK 1,228.62 0.25 5.6 11.7

3.00 16 EAFE 1,616.92 0.55 2.3 5.5

2.10 14 Emerging Markets (EM) 1,113.65 -0.15 12.6 21.8

3.20 15 EUROPE 92.77 -0.69 5.1 12.5

3.40 13 EMU 169.60 1.46 -6.0 -2.2

3.20 14 Europe ex-UK 99.87 -0.75 3.3 10.1

4.30 12 Europe Value 98.34 -1.09 -1.1 5.2

2.20 18 Europe Growth 84.73 -0.32 11.2 19.9

2.10 23 Europe Small Cap 185.07 -0.07 17.8 23.5

2.00 9 EM Europe 320.80 -1.00 15.1 25.5

3.30 16 UK 1,680.98 -0.90 4.6 12.0

2.60 17 Nordic Countries 164.24 -0.54 20.5 26.4

1.60 7 Russia 808.46 -0.55 8.3 18.4

2.30 19 South Africa 810.68 -0.09 14.6 19.2

2.60 16 AC ASIA PACIFIC EX-JAPAN 464.70 -0.58 11.6 18.4

2.10 17 Japan 548.83 0.64 -3.4 -1.0

2.10 15 China 68.69 0.28 6.0 9.1

0.90 23 India 796.97 2.06 12.7 25.2

1.30 10 Korea 550.73 0.41 14.6 23.2

3.50 15 Taiwan 298.43 1.06 0.8 11.8

1.80 18 US BROAD MARKET 1,351.83 0.03 9.3 18.3

1.30 34 US Small Cap 1,964.77 -0.47 17.6 30.7

2.30 15 EM LATIN AMERICA 4,465.42 1.02 8.5 19.4

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

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

Dow Jones Indexes
Price-to-

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

2.15% 16 Global TSM 2460.07 -1.68% 7.4%

1.94 16 Global Dow 1391.00 -0.54% 12.7% 1984.46 -1.82 1.3

2.22 14 Global Titans 50 167.10 -0.57 6.7 167.69 -1.85 -4.1

2.57 16 Europe TSM 2621.56 -2.78 -3.4

2.20 17 Developed Markets TSM 2369.27 -1.62 6.6

1.97 13 Emerging Markets TSM 4596.98 -2.13 14.3

2.78 25 Africa 50 910.40 -0.56 27.4 776.20 -1.84 14.5

1.42 13 BRIC 50 486.70 -1.09 14.2 623.37 -2.37 2.6

2.80 18 GCC 40 605.50 0.37 24.4 516.29 -0.93 11.8

1.81 17 U.S. TSM 12291.35 -1.40 9.8

2.81 27 Kuwait Titans 30 -c 225.72 -0.63 17.1

1.52 61 RusIndex Titans 10 -c 3490.40 -0.74 17.2 6094.51 -1.36 14.7

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

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

1.75% 12 Turkey Titans 20 -c 702.10 -3.11% 67.1% 800.79 -2.61% 48.2%

4.42 15 Global Select Div -d 181.20 -0.55 14.7 208.28 -1.84 3.1

5.24 11 Asia/Pacific Select Div -d 288.80 -1.88 7.4

3.95 15 U.S. Select Dividend -d 342.42 -1.05 10.7

1.46 19 Islamic Market 2089.68 -1.62 7.7

1.89 15 Islamic Market 100 1842.00 -0.44 11.8 2117.66 -1.72 0.5

2.87 14 Islamic Turkey -c 1762.40 -2.67 50.4 3451.08 -2.17 33.3

2.39 15 Sustainability 885.00 -0.87 10.2 1003.78 -2.14 -1.0

3.21 20 Brookfield Infrastructure 1739.30 0.14 27.9 2227.62 -1.16 14.9

1.04 23 Luxury 1243.80 -0.80 49.4 1416.47 -2.08 34.3

2.95 15 UAE Select Index 244.41 -1.29 -17.6

DJ-UBS Commodity 147.60 0.62 19.6 144.01 -0.68 7.5

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

GLOBAL MARKETS LINEUP
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U.S. NEWS

Fed lowers forecast
for growth next year

Federal Reserve officials down-
graded their assessment of the U.S.
economy at their last meeting three
weeks ago as they debated the bene-
fits and costs of a new bold step to
support the recovery.

Minutes of the Fed’s latest pol-
icy-setting meeting Nov. 2-3, re-
leased Tuesday, showed officials ex-
pected the economy to grow at a
moderate pace next year, with un-
employment staying disappointingly
high and inflation uncomfortably
low.

The minutes also showed Fed of-
ficials held an unusual video confer-
ence two weeks before their formal
Nov. 2-3 meeting in which they took
up hot-button issues like whether to
set targets for inflation or long-term
interest rates.

No decisions were made during
the video conference, held Oct. 15.
Among the issues on the table was
whether the Fed should target some
interest rate that is longer in dura-
tion than the federal funds rate, an
interest rate on overnight loans that

now stands at just a little bit above
zero.

Some officials noted that target-
ing the yield on a term security
could be an effective way to reduce
longer-term interest rates and thus
provide additional stimulus to the
economy, the minutes of the meet-
ing said. However, they also worried
that targeting a longer-term interest
rate could force the Fed to buy un-
desirably large amounts of bonds to
keep the interest rate at the target.

Although the Fed didn’t take ac-
tion in this direction, the discussion
suggests the idea could reappear if
the economy weakens again. The
Fed kept a target for long-term in-
terest rates of around 2.5% in the
1940s and early 1950s as the U.S.
emerged from war and depression.

Low prices and a stubbornly high
jobless rate led Fed officials this
month to resume a bond-purchase
program that was used to combat
the financial crisis. The step was at-
tacked by Republican lawmakers
and foreign government officials,
who said it could hurt the U.S. dol-
lar and usher in high inflation.

The minutes showed that, even

though Fed officials voted with an
overwhelming 10-1 majority to sup-
port the move, several worried
about its consequences.

“Some participants noted con-
cerns that additional expansion of
the Federal Reserve’s balance sheet
could put unwanted downward pres-
sure on the dollar’s value in foreign-
exchange markets,” the minutes
showed. Several officials saw a risk
the move could “cause an undesir-
ably large increase in inflation.”

The Fed projects U.S. gross do-
mestic product, the broadest mea-
sure of economic activity, will rise
at an annual rate of between 3.0%
and 3.6% in 2011 after growing by
around 2.5% this year. That com-
pares with a previous June forecast
that GDP would increase between
3.5% and 4.2% next year.

The economy grew at an annual-
ized rate of just 2.5% in the third
quarter, government data showed
Tuesday, after rising by 1.7% in April
to June.

The slow recovery should keep
the unemployment rate, currently at
9.6%, around 9% at the end of next
year, Fed officials predicted.

BY LUCA DI LEO
AND JON HILSENRATH

Bloomberg News

Fed Chairman Ben Bernanke in Washington on Tuesday. Fed officials see unemployment staying high and inflation low.

GDP growth is revised higher

The U.S. economy expanded at a
slightly faster pace than previously
thought in the third quarter and
corporate profits rose, but growth is
still too weak to cut unemployment.

Separately, home resales dipped
in October after two months of in-
creases, with a weak economy and
worries about flaws in foreclosure
documents keeping buyers away.

Gross domestic product, the
value of all goods and services pro-
duced, rose at a seasonally adjusted
annual rate of 2.5% in July through
September, the Commerce Depart-
ment said Tuesday. In the govern-
ment’s first report, released Oct. 29,
GDP was estimated to have risen 2%

in the third quarter, following a 1.7%
growth rate in the second quarter.

The economy has expanded for
five straight quarters, but unem-
ployment remains high at 9.6%.
Economists polled by Dow Jones
Newswires expected GDP would be
revised up to a 2.4% growth rate in
the July-to-September period.

The report also showed compa-
nies, especially in the financial sec-
tor, posted higher profits in the
third quarter. After-tax earnings
rose by 3.2%, compared with the
second quarter’s gain of just 0.9%.

The GDP breakdown showed
spending by Americans, accounting
for about 70% of demand in the U.S.
economy, rose at a 2.8% rate in July
through September, compared with
a previously reported 2.6% rate.

Top private forecasters believe
growth will be sluggish in 2011,
weighed down by high public debt
and unemployment.

Exports rose 6.3%, up from the
5% increase estimated in the previ-
ous release and following a 9.1% sec-
ond-quarter rise. Imports, which
subtract from GDP, rose 16.8% in the
quarter, lower than the previous es-
timate of a 17.4% increase.

Sales of previously occupied
homes decreased by 2.2% to a sea-
sonally adjusted annual rate of 4.43
million, the National Association of
Realtors said. Economists surveyed
by Dow Jones Newswires had ex-
pected home sales to drop 0.7% to
an annual rate of 4.5 million.

—Jeff Bater and Alan Zibel
contributed to this article.

BY LUCA DI LEO
AND JEFFREY SPARSHOTT

With
unemployment at
9.6% and inflation
below the Federal
Reserve’s working
definition of “price

stability,” this seems a strange
moment for Congress to
contemplate instructing the Fed to
focus exclusively on fighting
inflation.

But Sen. Bob Corker (R., Tenn.)
wants to revive that notion, which
has lain dormant for more than a
decade because there has been so
little inflation. “I am concerned
about inflation down the road,” he
explains. “The time is right for us
to bring clarity to the Fed.” In the
House, Paul Ryan (R., Wis.) and
Michael Pence (R., Indiana) agree.
Mr. Pence argues that the Fed’s
quest to combat unemployment by
buying $600 billion in U.S.
Treasurys is a failure and
threatens to “monetize our debt
and trigger inflation.”

The implication is that the Fed
has lost its moorings. Has it
really? For more than 30 years,
Congress has charged the Fed
with aiming at “maximum
employment, stable prices and
moderate long-term interest
rates.” That wording has long
made some Fed officials and
academic economists uneasy
because it is rooted in a now-
abandoned view that the
government could dial up a little
more inflation to get a little less
unemployment and vice versa.

The current consensus is that
the Fed can—and, indeed, is now
attempting to—reduce
unemployment in a recession, but
in the long run can deliver only
price stability. What Fed Chairman
Ben Bernanke calls “the longer-
run sustainable unemployment
rate” is determined by
demographics, job-market rules
and other factors beyond the Fed’s
control. In this view, if the Fed
tried to push unemployment too
low now, it could create too much
inflation later, the mistake the Fed
made in the late 1970s.

But it is not the 1970s. Even
though the Fed has been holding
short-term interest rates near
zero for nearly two years, prices
rose at only a 1% annual rate in
the third quarter, the Commerce
Department said Tuesday. No
measure of inflation expectations
foresees anything like the 8%-plus
inflation of the ’70s. And it’s hard
to find a single Greenspan or
Bernanke decision that would
have been different if they had an
inflation-only mandate. So why all
this now?

Reason One: Politics. After the
Bush-Obama bank bailouts, the
Obama fiscal stimulus and all of
Mr. Bernanke’s bond-buying, the
economy still stinks. People are
frustrated. Voters are angry at
what they perceive as the
government’s failure. The Obama-
Bernanke line is: It could have
been worse. The Republican
response: Everything that the
White House, the Treasury and
the Fed have tried has failed.
Attack it.

After Sarah Palin, a likely
Republican presidential candidate,
launched a surprise attack on Mr.
Bernanke’s bond-buying—indelibly
branded QE for “quantitative
easing,” over Mr. Bernanke’s
protests—some other Republicans
moved to avoid ceding the Fed-
bashing turf to her. And then
Bernanke lieutenant Kevin Warsh,
a former Bush White House
staffer, decided to go public with
his unease about QE2, making Mr.
Bernanke look vulnerable. All of a
sudden, the Fed and the
Democrats seem to be on one side
and prominent Republicans on the
other.

Reason Two: The stormy seas
into which the Fed’s QE2 is
sailing. Mr. Bernanke would prefer
to cut short-term interest rates by
another three-quarters of a
percentage point, but he can’t.
Rates are at zero. So in his mind,
he’s doing the next best thing,
buying Treasury bonds to nudge
down long-term interest rates.

The maneuver started well.
After Mr. Bernanke advertised it
in an August speech, markets did
what the Fed expected: Stocks
rose, bond-market yields fell, the
dollar slipped. Then the Fed made
it official on Nov. 3, and it has
been overwhelmed by the
backlash ever since from foreign
governments unhappy about the
impact on their currencies (which
the Fed anticipated), from
Republican politicians (which the
Fed didn’t anticipate) and from
markets (which have confounded
the Fed by pushing yields on 10-
year Treasurys up lately.)

Those who deem QE2 ill-
conceived note Fed estimates that
QE2 could mean 750,000 more
jobs by the end of 2012, and say:
Change the law, and the Fed
wouldn’t be able to do this again.
Those who see QE2 as well-
intentioned but clumsy have a
different argument: The Fed
muddled the message, and left
markets wondering about the
Fed’s commitment to keep
inflation down in the future.
“Inflating away the government’s
debt is a huge issue in people’s
minds,” says former Fed
economist Marvin Goodfriend,
now at Carnegie Mellon
University.

The solution, though, is not to
strip unemployment from the
Fed’s mandate altogether, he and
like-minded economists say. “A
central bank should care not only
about stabilizing inflation, but
also stabilizing the business
cycle,” says former Fed governor
Frederic Mishkin of Columbia
Business School. The answer, he
says, is to “clarify” the law by
making price stability the primary,
but not the sole objective.

In his academic days, Mr.
Bernanke probably would have
agreed. As Fed chairman, though,
he is against reopening the
Federal Reserve Act now. And to
Congress, he says: If you don’t
want us to worry so much about
unemployment, you should worry
about it more. QE2 may help a
little. But, he said last week, we
could really use “near-term
measures to enhance growth with
strong, confidence-inducing steps
to reduce longer-term structural
deficits.”

[ Capital ]

BY DAVID WESSEL

Tilt at unemployment puts
Fed’s mandate in spotlight
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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: 14/1 1.03 99.86% 0.01% 1.18 0.95 1.03

Eur. High Volatility: 14/1 1.53 97.58 0.01 1.79 1.45 1.58

Europe Crossover: 14/1 4.63 101.51 0.05 5.37 4.24 4.72

Asia ex-Japan IG: 14/1 1.01 99.96 0.01 1.25 0.93 1.08

Japan: 14/1 0.90 100.48 0.01 1.10 0.90 1.01

Note: Data as of November 22

Spreads
Spreads on five-
year swaps for
corporate debt;
based on Markit
iTraxx indexes.
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Behind Europe's deals: Bank revenue rankings, Eurozone
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

Deutsche Bank $713 8.3% 27% 38% 27% 8%

BNP Paribas 483 5.6 13 42 25 20

Credit Suisse 457 5.3 17 42 38 3

JPMorgan 427 5.0 22 43 27 8

Morgan Stanley 363 4.2 25 25 44 6

Goldman Sachs 347 4.0 41 29 26 4

SG Corporate Investment Banking 341 3.9 17 45 16 22

Citi 338 3.9 26 38 27 9

UBS 327 3.8 32 33 31 4

Source: Dealogic

Tracking
credit
markets �
dealmakers

Dow Jones Industrial Average P/E: 14
LAST: 11036.37 t 142.21, or 1.27%

YEAR TO DATE: s 608.32, or 5.8%

OVER 52 WEEKS s 602.66, or 5.8%

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

Previous
close, in STOCK PERFORMANCE

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

SAP AG Germany Software 3,992,493 36.20 -0.17% 9.7% 12.3%

BP PLC U.K. Integrated Oil & Gas 29,930,505 428.75 -0.52 -28.5 -27.0

L.M. Ericsson Telephone Series B Sweden Communications Technology 7,072,910 71.50 -0.63 8.5 3.2

Tesco U.K. Food Retailers & Wholesalers 15,894,485 418.25 -0.85 -2.3 -2.4

Bayer AG Germany Specialty Chemicals 2,616,220 56.58 -0.91 1.1 5.8

ING Groep Netherlands Life Insurance 45,546,000 7.32 -5.79% 6.1 1.1

Banco Santander Spain Banks 109,806,861 7.80 -4.73 -32.5 -33.5

Societe Generale France Banks 6,052,254 38.76 -4.69 -20.8 -18.4

Banco Bilbao Vizcaya Argentaria Spain Banks 67,048,095 7.63 -3.90 -37.6 -38.8

BNP Paribas France Banks 6,279,553 50.14 -3.82 -10.3 -11.4

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

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

Hennes & Mauritz AB Series B 3,346,632 230.20 -1.07% 15.9% 10.1%
Sweden (Apparel Retailers)
Royal Dutch Shell A 6,678,234 23.19 -1.26 9.9 12.3
U.K. (Integrated Oil & Gas)
Deutsche Telekom 19,532,745 9.90 -1.30 -3.8 2.4
Germany (Mobile Telecommunications)
British American Tobacco 2,587,647 2,379 -1.37 18.0 24.2
U.K. (Tobacco)
Astrazeneca 2,154,947 3,010 -1.47 3.4 11.0
U.K. (Pharmaceuticals)
HSBC Holdings 33,039,387 643.90 -1.51 -9.2 -12.6
U.K. (Banks)
Anheuser-Busch InBev N.V. 2,966,685 43.78 -1.62 20.3 28.0
Belgium (Beverages)
Nestle S.A. 9,230,898 54.55 -1.62 8.7 13.1
Switzerland (Food Products)
Total S.A. 6,733,133 37.77 -1.63 -16.1 -11.3
France (Integrated Oil & Gas)
Diageo 3,103,043 1,164 -1.69 7.4 11.9
U.K. (Distillers & Vintners)
GlaxoSmithKline 6,191,150 1,226 -1.72 -7.1 -3.6
U.K. (Pharmaceuticals)
Zurich Financial Services AG 1,304,179 232.50 -1.73 2.6 2.3
Switzerland (Full Line Insurance)
Nokia 27,043,790 7.19 -1.84 -19.5 -19.5
Finland (Telecommunications Equipment)
Vodafone Group 98,719,540 162.95 -1.90 13.4 19.2
U.K. (Mobile Telecommunications)
Anglo American 4,380,117 2,834 -1.92 4.5 8.3
U.K. (General Mining)
BASF SE 3,064,974 56.68 -1.97 30.4 37.4
Germany (Commodity Chemicals)
E.ON AG 9,405,160 22.37 -2.01 -23.5 -17.1
Germany (Multiutilities)
BG Group 4,312,315 1,185 -2.03 5.6 4.5
U.K. (Integrated Oil & Gas)
ENI 14,338,275 15.86 -2.04 -10.9 -6.5
Italy (Integrated Oil & Gas)
Daimler AG 4,519,215 49.52 -2.07 33.0 39.7
Germany (Automobiles)

Latest,
in local STOCK PERFORMANCE

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

Siemens 3,309,656 83.65 -2.08% 30.3% 26.6%
Germany (Diversified Industrials)
Barclays 52,478,222 264.25 -2.13 -4.3 -15.8
U.K. (Banks)
Allianz SE 2,584,431 88.62 -2.14 1.7 4.5
Germany (Full Line Insurance)
BHP Billiton 6,723,723 2,268 -2.22 13.7 22.1
U.K. (General Mining)
UniCredit 450,915,874 1.62 -2.23 -27.4 -28.6
Italy (Banks)
Unilever 7,008,193 22.06 -2.24 -3.0 5.1
Netherlands (Food Products)
Sanofi-Aventis 2,880,151 48.24 -2.24 -12.4 -6.2
France (Pharmaceuticals)
Deutsche Bank 9,877,225 38.95 -2.31 -13.6 -14.6
Germany (Banks)
Roche Holding 2,446,625 140.00 -2.37 -20.4 -16.4
Switzerland (Pharmaceuticals)
Novartis 6,886,410 54.75 -2.41 -3.1 -1.5
Switzerland (Pharmaceuticals)
France Telecom 9,689,628 16.23 -2.55 -6.9 -4.8
France (Fixed Line Telecommunications)
Credit Suisse Group 9,460,670 39.11 -2.57 -23.6 -29.0
Switzerland (Banks)
UBS 18,571,747 15.68 -2.61 -2.3 -3.0
Switzerland (Banks)
Standard Chartered PLC 7,456,523 1,737 -2.74 14.5 10.1
U.K. (Banks)
Rio Tinto 5,247,836 4,070 -2.75 20.1 28.3
U.K. (General Mining)
ABB Ltd. 10,203,331 19.52 -2.89 0.5 4.0
Switzerland (Industrial Machinery)
GDF Suez 5,167,515 27.08 -3.11 -10.6 -7.1
France (Multiutilities)
Telefonica 46,852,311 17.16 -3.21 -12.1 -11.4
Spain (Fixed Line Telecommunications)
Intesa Sanpaolo 129,599,041 2.16 -3.46 -31.3 -27.5
Italy (Banks)
AXA 12,185,981 12.16 -3.53 -26.5 -27.5
France (Full Line Insurance)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 17.0 $28.06 –0.23 –0.81%
Alcoa AA 22.6 13.13 –0.16 –1.24
AmExpress AXP 9.6 41.97 –0.25 –0.59
BankAm BAC 177.6 11.09 –0.21 –1.83
Boeing BA 6.3 63.61 –0.42 –0.66
Caterpillar CAT 5.4 82.62 –1.38 –1.64
Chevron CVX 8.6 81.88 –1.57 –1.88
CiscoSys CSCO 89.7 19.20 –0.36 –1.84
CocaCola KO 8.1 63.60 –0.67 –1.04
Disney DIS 10.6 36.17 –0.78 –2.11
DuPont DD 6.2 46.07 –0.73 –1.56
ExxonMobil XOM 21.1 69.03 –1.16 –1.65
GenElec GE 52.0 15.76 –0.27 –1.68
HewlettPk HPQ 50.0 44.21 0.96 2.22
HomeDpt HD 11.0 30.91 –0.18 –0.58
Intel INTC 43.8 21.09 –0.16 –0.76
IBM IBM 4.2 143.27 –2.12 –1.46
JPMorgChas JPM 33.0 37.62 –0.89 –2.31
JohnsJohns JNJ 13.9 62.92 –0.70 –1.10
KftFoods KFT 6.9 30.24 –0.31 –1.01
McDonalds MCD 5.0 79.03 –0.49 –0.62
Merck MRK 17.4 34.79 –0.80 –2.24
Microsoft MSFT 67.8 25.12 –0.61 –2.37
Pfizer PFE 36.1 16.57 –0.06 –0.35
ProctGamb PG 9.6 62.63 –0.93 –1.46
3M MMM 3.6 83.63 –1.27 –1.50
TravelersCos TRV 4.3 54.30 –0.73 –1.33
UnitedTech UTX 3.7 74.18 –0.93 –1.24
Verizon VZ 12.9 32.39 –0.11 –0.34

WalMart WMT 13.0 53.62 –0.76 –1.40

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

Sol Melia 529 –10 –13 –43

Alliance Boots Hldgs 254 –8 –9 3

Stora Enso 260 –7 –5 –5

Stena Aktiebolag 419 –4 –14 –9

Dixons Retail 574 –4 –5 15

ING Verzekeringen NV 220 –3 ... 12

Kingfisher 113 –3 –4 –4

Rallye 476 –2 –8 –16

Fiat 339 –2 –5 26

Clariant 110 –2 –5 –15

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Portugal Telecom Intl Fin 233 10 9 39

Bco Bilbao Vizcaya
Argentaria 220 11 18 51

Iberdrola 163 11 7 40

EDP Energias de Portugal 294 13 10 84

Bco Comercial Portugues 645 17 107 260

Gas Nat SDG 218 17 16 58

Bco Espirito Santo 647 20 105 254

Kdom Spain 281 21 32 82

Rep Irlnd 532 24 32 107

Rep Portugal 455 35 43 116

Source: Markit Group

BLUE CHIPS � BONDS

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

Also, receive emails that summarize the day’s trading in Eu-
rope and Asia. To sign up, go to WSJ.com/Email.
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Vatican elaborates on condom stance
Pope Benedict XVI views the use

of condoms among both homosexu-
als and heterosexuals as preferable
to risking HIV infection, the Vatican
said Tuesday, raising questions
about whether the Vatican was re-
laxing its longstanding condemna-
tion of condom use in general or
only in a limited set of circum-
stances, such as when conception
isn’t possible.

Some analysts have questioned if
the pope’s remarks, made in a book-
length interview released over the
weekend, applied to the vast major-
ity of HIV-infected people, because
the pontiff in the interview cited the
example of an HIV-infected male
prostitute to make his point. Others
played down the remarks, noting
that major shifts in church teaching
are traditionally handed down in
formal Vatican documents, not in in-
terviews with journalists.

In the interview with German
journalist Peter Seewald, which took
place in July, the pope made clear
that he didn’t consider condom use
a “moral solution” to fighting the
spread of infection, citing strategies
that put abstinence first.

The pope then added: “There
may be a basis in the case of some
individuals, as perhaps when a male
prostitute uses a condom, where this
can be a first step in the direction of
a moralization, a first assumption of
responsibility, on the way toward re-
covering an awareness that not ev-

erything is allowed and that one
cannot do whatever one wants.”

Vatican spokesman Rev. Federico
Lombardi told a news conference on
Tuesday that he conveyed the me-
dia’s “perplexity” directly to the
pope, asking whether it made a dif-
ference if the prostitute in question
was male or female. He said the
pope said his reasoning applied to
both sexes.

“The point is to take a step to-
wards responsibility, to take into

consideration the risk of the life of
the person with whom you have re-
lations whether it’s a man, woman
or transsexual,” Father Lombardi
said.

The pope’s comments on condom
use are an attempt to tackle an issue
that has been subject to years of de-
bate between top church officials in-
side and outside the Vatican, said
people familiar with the matter.

Pope Benedict’s decision to artic-
ulate his views on condoms to a

journalist, rather than formulating a
doctrinal document, is part of an un-
usual attempt to stir debate, the
people said. The pope made “only
small corrections” to the entire text,
Mr. Seewald writes in a preface to
the book, titled “The Light of the
World: The Pope, the Church and the
Signs of the Times.”

The Vatican faces a delicate bal-
ancing act in extending the pope’s
position on condom use to hetero-
sexual relationships. On the one

hand, the Vatican steadfastly de-
fends its longtime ban on the use of
condoms as a form of contraception.
On Tuesday, Archbishop Salvatore
Fisichella, a top Vatican official, told
the news conference that contracep-
tion remained “intrinsically an evil,”
reiterating the church’s teaching
that sex should only occur within
the bounds of marriage.

By citing the example of a homo-
sexual male prostitute, the pope
didn’t have to weigh the risk of HIV
infection against the sin of contra-
ception, said moral theologians. The
issue gets more delicate when con-
fronting the likelihood that hetero-
sexual partners who use condoms to
guard against HIV are preventing
conception, said theologians.

“There’s a weighing of one evil
against another,” said Rev. Robert
Gahl, a professor of theology at the
Pontifical University of Holy Cross in
Rome. Father Gahl likened the
pope’s views to “telling someone
who is drunk not to drive, but to
take a bus. You’re not endorsing
drunkenness.”

BY STACY MEICHTRY
AND NATHANIA ZEVI

Pope Benedict XVI holds his new book, with journalist Peter Seewald, left, and Archbishop Salvatore Fisichella on Tuesday.
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Drug reduces risk
of HIV transmission

The scientific quest to prevent
AIDS is gaining momentum, with a
large new study released Tuesday
showing that an existing antiretro-
viral drug can ward off infection
with the virus.

The study of nearly 2,500 gay
and bisexual men on four continents
follows two other recent break-
throughs in AIDS-prevention re-
search after years of frustration and
as the cost of treating HIV/AIDS glo-
bally continues to rise, with about
2.7 million new HIV infections every
year. Results of one clinical trial in
2009 showed that an AIDS vaccine
offered partial protection, while an-
other study released in July demon-
strated that a vaginal gel containing
an antiretroviral drug cut the risk of
HIV infection for women by 39%
when they applied it before and af-
ter sex.

In the latest study, published on-
line in the New England Journal of
Medicine, gay and bisexual men who
took the drug and used other mea-
sures such as condoms and counsel-
ing to prevent infection were 44%
less likely to become infected than a
control group taking a placebo in
addition to condoms and counseling.
Men who took the pill every day, as
the regimen prescribed, had a 73%
lower risk of infection.

The findings “represent a major
advance in HIV research,” said Kevin
Fenton, director of the U.S. Centers
for Disease Control and Prevention’s
center for HIV/AIDS programs and

research, in an interview. Gay and
bisexual men make up about 48% of
the more than one million people
the CDC estimates are infected with
HIV in the U.S., and the agency says
the rate of new HIV diagnoses
among that group is more than 44
times that of other men and more
than 40 times that of women.

But the results also pointed to
multiple challenges in widely imple-
menting use of the pill, a combina-
tion of the drugs tenofovir and
emtricitabine, to prevent infection,
Dr. Fenton and others cautioned.
The drug combination is known by
the brand name Truvada and made
by Gilead Sciences Inc. Antiretrovi-
rals work by inhibiting an enzyme
that the virus uses to replicate its
genetic material.

Some of the men didn’t adhere
to the daily drug regimen, and blood
tests showed that some who said
they did in fact didn’t, raising ques-
tions about how easy it will be to
get men at high risk of infec-
tion—outside the rarified setting of
a clinical trial—to take the drug as
they should. “The trial is a biologi-
cal success and a behavioral chal-
lenge,” said Mitchell Warren, execu-
tive director of AVAC, a group that
tracks and promotes AIDS-preven-
tion research.

Public-health officials are con-
cerned that people could take the
drug and become complacent about
using condoms or other measures.
In the study, the risk of HIV infec-
tion was reduced only 21% in men
whose adherence to the drug regi-
men was less than 90%.

BY BETSY MCKAY
AND AMY DOCKSER MARCUS

The pope made clear that he
didn’t consider condom use a
‘moral solution’ to fighting
the spread of infection, citing
strategies that put
abstinence first.
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You finally have a new reason to invest globally. International freight
traffic last month jumped 27% year-on-year, down from 34% last August,
but 6% above the pre-recession peak in 2008. Demand continues to follow
economic recovery and trade patterns, with the Asia-Pacific region, the
Middle East, Latin America and Africa growing quickest, while North America
found some more strength in the middle ground. In a reflection of trends
in passenger traffic, Europe is growing at half the rate of the fastest-
grow the regions isn’t all the information you need. The weaker value of
the euro will help the European exporters eventually to increase cargo
volumes. International air-passenger traffic in June soared 12% from the
same month a year ago as the aviation industry continued to recover
much faster than expected. Confidence remains high and there is no
indication that the recovery will stall any time soon. With government
stimulus packages tailing off and restocking largely completed,
But can you trust it? The CEO of the company, which represents some 230
airlines world-wide, comprising 93% of scheduled international air traffic, said
that sharp regional differences were evident in the recovery.
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Andfs. Espanya EU EQ AND 11/22 EUR 11.61 -16.6 -14.5 10.8
Andfs. Estats Units US EQ AND 11/22 USD 15.04 0.1 2.7 19.0
Andfs. Europa EU EQ AND 11/22 EUR 7.29 -7.1 -3.3 11.4
Andfs. Franca EU EQ AND 11/22 EUR 9.35 -4.0 1.3 11.3
Andfs. Japo JP EQ AND 11/22 JPY 484.22 -5.3 4.3 10.3
Andfs. Plus Dollars US BA AND 10/22 USD 9.66 2.3 3.0 6.2
Andfs. RF Dolars US BD AND 11/22 USD 11.93 4.3 4.5 8.6
Andfs. RF Euros EU BD AND 11/22 EUR 11.02 1.8 1.6 10.3
Andorfons EU BD AND 11/22 EUR 14.53 0.2 -0.1 9.2
Andorfons Alternative Premium GL EQ AND 09/30 EUR 98.21 -0.8 0.6 -3.6
Andorfons Mix 30 EU BA AND 11/22 EUR 9.76 2.1 3.0 9.9
Andorfons Mix 60 EU BA AND 11/22 EUR 9.20 -0.7 1.2 9.0

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 OT OT MUS 11/12 USD 404956.61 47.5 66.5 74.6

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 11/23 EUR 8.90 0.5 1.0 -2.2
DJE-Absolut P GL EQ LUX 11/23 EUR 223.18 9.0 11.9 14.0
DJE-Alpha Glbl P OT OT LUX 11/23 EUR 187.85 5.4 7.3 12.9
DJE-Div& Substanz P EU EQ LUX 11/23 EUR 235.66 9.6 13.6 20.6
DJE-Gold&Resourc P OT EQ LUX 11/23 EUR 227.75 33.7 30.3 47.3
DJE-Renten Glbl P EU BD LUX 11/23 EUR 136.28 4.4 4.8 7.3
LuxPro-Dragon I AS EQ LUX 07/20 EUR 144.57 -8.5 5.0 7.6
LuxPro-Dragon P AS EQ LUX 07/20 EUR 140.29 -8.8 4.4 7.0
LuxTopic-Aktien Europa EU EQ LUX 11/23 EUR 17.94 1.3 4.4 19.8
LuxTopic-Pacific OT OT LUX 11/23 EUR 20.71 26.4 29.4 54.2

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

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

n HSBC Trinkaus Investment Managers SA
E-Mail: funds@hsbctrinkaus.lu
Telephone: 352 - 47 18471
Prosperity Return Fund A JP BD LUX 11/22 JPY 10210.00 3.3 NS NS
Prosperity Return Fund B EU BD LUX 11/22 JPY 9313.01 -5.4 NS NS
Prosperity Return Fund C EU BD LUX 11/22 USD 100.32 4.4 NS NS
Prosperity Return Fund D EU BD LUX 11/22 EUR 110.96 14.1 NS NS
Renaissance Hgh Grade Bd A JP BD LUX 11/22 JPY 10342.80 4.8 NS NS
Renaissance Hgh Grade Bd B EU BD LUX 11/22 JPY 9351.38 -4.9 NS NS
Renaissance Hgh Grade Bd C EU BD LUX 11/22 USD 100.05 5.0 NS NS
Renaissance Hgh Grade Bd D EU BD LUX 11/22 EUR 106.50 9.7 NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI EU EQ SVN 11/22 EUR 19.64 -19.2 -26.3 -15.0
MP-TURKEY.SI OT OT SVN 11/22 EUR 49.09 41.4 66.9 73.4

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 11/22 EUR 15.57 16.5 16.8 35.1
Parex Eastern Europ Bd EU BD LVA 11/22 USD 17.17 17.3 19.2 39.8
Parex Russian Eq EE EQ LVA 11/22 USD 24.14 23.7 19.8 79.5

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
Pictet-Agriculture-P EUR GL EQ LUX 11/22 EUR 143.12 17.6 29.3 NS
Pictet-Asian Eq ExJpn-I USD OT OT LUX 11/23 USD 190.87 11.8 14.1 42.8
Pictet-Asian Eq ExJpn-P USD OT OT LUX 11/23 USD 180.29 11.0 13.1 41.6
Pictet-Biotech-P USD OT EQ LUX 11/22 USD 284.98 0.6 4.5 4.6
Pictet-CHF Liquidity-P CH MM LUX 11/22 CHF 124.13 0.0 -0.1 0.1
Pictet-CHF Liquidity-P dy CH MM LUX 11/22 CHF 93.34 -0.1 -0.1 0.1
Pictet-Conv. Bonds-P EUR OT OT LUX 11/22 EUR 103.00 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 11/22 USD 138.60 18.3 23.3 42.0
Pictet-Eastern Europe-P EUR EU EQ LUX 11/22 EUR 378.13 21.3 27.1 72.9
Pictet-Emerging Markets-P USD GL EQ LUX 11/23 USD 585.39 11.8 13.6 51.5
Pictet-Eu Equities Sel-P EUR EU EQ LUX 11/22 EUR 441.20 9.0 12.7 22.5
Pictet-EUR Bonds-P EU BD LUX 11/22 EUR 404.93 5.1 4.7 4.2
Pictet-EUR Bonds-Pdy EU BD LUX 11/22 EUR 296.94 5.1 4.7 4.2
Pictet-EUR Corporate Bonds-P EU BD LUX 11/22 EUR 155.28 4.9 5.1 11.6
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 11/22 EUR 105.27 4.9 5.1 11.6
Pictet-EUR High Yield-P EU BD LUX 11/22 EUR 173.32 18.5 20.9 35.6
Pictet-EUR High Yield-Pdy EU BD LUX 11/22 EUR 95.00 18.5 21.0 35.6
Pictet-EUR Liquidity-P EU MM LUX 11/22 EUR 136.32 0.2 0.3 0.8
Pictet-EUR Liquidity-Pdy EU MM LUX 11/22 EUR 96.92 0.2 0.3 0.8
Pictet-EUR Sovereign Liq-P EU MM LUX 11/22 EUR 102.48 0.1 0.1 0.5
Pictet-EUR Sovereign Liq-Pdy EU MM LUX 11/22 EUR 99.99 0.1 0.1 0.5
Pictet-Europe Index-P EUR EU EQ LUX 11/22 EUR 109.39 9.0 12.4 20.9
Pictet-European Sust Eq-P EUR EU EQ LUX 11/22 EUR 144.20 8.9 12.5 20.2
Pictet-Glo Emerging Debt-P USD GL BD LUX 11/22 USD 268.91 11.0 10.7 27.2
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 11/22 USD 174.64 11.0 10.7 27.2
Pictet-Greater China-P USD AS EQ LUX 11/23 USD 386.26 12.6 16.0 46.4
Pictet-Indian Equities-P USD EA EQ LUX 11/23 USD 414.41 16.7 18.7 56.0
Pictet-Japan Index-P JPY JP EQ LUX 11/22 JPY 8699.47 -2.1 6.8 7.1
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 11/22 JPY 4358.07 -1.3 6.6 9.1
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 11/22 JPY 7657.94 -1.1 6.8 5.8
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 11/22 JPY 7385.39 -1.7 6.1 5.1
Pictet-MENA-P USD OT OT LUX 11/22 USD 52.39 16.3 11.5 NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 11/23 USD 299.48 12.4 15.1 51.8
Pictet-Piclife-P CHF OT OT LUX 11/22 CHF 803.73 2.1 3.4 8.4
Pictet-Premium Brands-P EUR OT EQ LUX 11/22 EUR 89.42 35.9 45.1 47.5
Pictet-Russian Equities-P USD EE EQ LUX 11/22 USD 73.82 15.0 15.1 89.8
Pictet-Security-P USD GL EQ LUX 11/22 USD 120.60 20.9 26.6 38.6
Pictet-Small Cap Europe-P EUR EU EQ LUX 11/22 EUR 553.82 22.2 24.9 31.3
Pictet-Timber-P USD GL EQ LUX 11/22 USD 115.05 8.3 17.5 36.5
Pictet-USA Index-P USD US EQ LUX 11/22 USD 98.24 8.5 10.7 23.4
Pictet-USD Government Bonds-P US BD LUX 11/22 USD 544.89 7.0 5.0 4.0
Pictet-USD Government Bonds-Pdy US BD LUX 11/22 USD 389.61 7.0 5.0 4.0
Pictet-USD Liquidity-P US MM LUX 11/22 USD 131.24 0.2 0.2 0.5
Pictet-USD Liquidity-Pdy US MM LUX 11/22 USD 84.98 0.2 0.2 0.5
Pictet-USD Sovereign Liq-P US MM LUX 11/22 USD 101.63 0.1 0.1 0.3
Pictet-USD Sovereign Liq-Pdy US MM LUX 11/22 USD 100.12 0.1 0.1 0.3
Pictet-Water-P EUR GL EQ LUX 11/22 EUR 141.18 13.3 21.7 15.3
Pictet-World Gvt Bonds-P USD OT OT LUX 11/22 USD 174.40 5.6 2.0 7.8
Pictet-World Gvt Bonds-Pdy USD OT OT LUX 11/22 USD 141.43 5.6 2.0 7.8

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 11/22 USD 16.85 25.3 36.2 58.5
Japan Fund USD JP EQ IRL 11/22 USD 17.48 10.0 14.0 17.7
Polar Healthcare Class I USD OT EQ IRL 11/22 USD 13.11 1.4 5.6 NS
Polar Healthcare Class R USD OT EQ IRL 11/22 USD 13.03 0.9 5.1 NS

n Hemisphere Management (Ireland) Limited

Discovery USD A OT OT CYM 10/29 USD 104.34 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 10/29 USD 11.68 35.9 -24.7 -17.9
Europn Conviction USD B EU EQ CYM 10/29 USD 136.29 -0.8 0.0 5.8
Europn Forager USD B EU EQ CYM 10/29 USD 236.74 5.8 6.1 15.0
Latin America USD A GL EQ CYM 04/30 USD 14.21 2.2 -4.7 14.7
Paragon Limited USD A EU EQ CYM 11/28 USD 324.09 12.7 12.7 14.2
UK Fund USD A OT OT CYM 10/29 USD 197.18 7.2 5.0 8.5

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund GL EQ BMU 11/18 USD 181.79 42.7 46.6 86.2

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
ACTION FRANCE A EU EQ IRL 11/22 EUR 715.78 1.2 6.4 19.5
CORE EUROZONE EQ B EU EQ IRL 11/22 EUR 852.31 2.5 7.1 20.8
EURO FIXED INCOME A OT OT IRL 11/22 EUR 1326.74 6.6 7.0 7.9
EURO FIXED INCOME B OT OT IRL 11/22 EUR 1424.27 7.2 7.7 8.5
EUROPEAN SMALL CAP A EU EQ IRL 11/22 EUR 1449.54 20.7 24.2 31.6
EUROPEAN SMALL CAP B EU EQ IRL 11/22 EUR 1561.21 21.4 25.0 32.4
EUROZONE AGG A EUR EU EQ IRL 11/22 EUR 725.62 10.6 14.8 27.2
EUROZONE AGG B EUR EU EQ IRL 11/22 EUR 1048.38 11.2 15.5 28.0
GLB REAL EST SEC A OT EQ IRL 11/22 USD 1006.15 12.2 16.6 39.7
GLB REAL EST SEC B OT EQ IRL 11/22 USD 1042.90 12.8 17.3 40.5
GLB REAL EST SEC EH A OT EQ IRL 11/22 EUR 876.61 8.9 14.4 32.4
GLB REAL EST SEC SH B OT EQ IRL 11/22 GBP 83.08 9.7 15.1 32.5
GLB STRAT YIELD A OT OT IRL 11/22 EUR 1812.89 12.8 15.4 29.8
GLB STRAT YIELD B OT OT IRL 11/22 EUR 1950.29 13.4 16.1 30.6
GLOBAL BOND A OT OT IRL 11/22 EUR 1266.72 14.6 16.7 11.6
GLOBAL BOND B OT OT IRL 11/22 EUR 1356.31 15.3 17.4 12.3
GLOBAL BOND EH A EU BD IRL 11/22 EUR 1499.24 9.0 9.6 13.2
GLOBAL BOND EH B EU BD IRL 11/22 EUR 1599.91 9.6 10.2 13.9
JAPAN EQUITY A JP EQ IRL 11/22 JPY 11025.41 -5.3 3.1 7.3
JAPAN EQUITY B JP EQ IRL 11/22 JPY 11814.66 -4.8 3.7 7.9
PAC BASIN (X JPN) A AS EQ IRL 11/22 USD 2585.94 13.1 16.4 54.2
PAC BASIN (X JPN) B AS EQ IRL 11/22 USD 2774.63 13.7 17.1 55.2
PAN EUROPEAN EQUITY A EU EQ IRL 11/22 EUR 1052.95 9.4 13.5 26.9
PAN EUROPEAN EQUITY B EU EQ IRL 11/22 EUR 1128.49 10.0 14.2 27.6
US EQUITY A US EQ IRL 11/22 USD 929.22 6.5 8.8 26.8
US EQUITY B US EQ IRL 11/22 USD 1000.22 7.1 9.5 27.6
US SMALL CAP EQUITY A US EQ IRL 11/22 USD 1484.73 15.2 22.9 33.7
US SMALL CAP EQUITY B US EQ IRL 11/22 USD 1599.21 15.8 23.6 34.5

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A EU BD LUX 11/19 EUR 32.62 10.0 10.2 8.4
Bonds Eur Corp A EU BD LUX 11/22 EUR 23.95 3.6 3.3 8.9
Bonds Eur Hi Yld A EU BD LUX 11/22 EUR 23.03 11.8 13.6 30.0
Bonds EURO A EU BD LUX 11/22 EUR 42.38 3.0 2.3 4.9
Bonds Europe A EU BD LUX 11/22 EUR 40.60 3.5 2.7 4.5
Bonds US MtgBkSec A US BD LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A GL BD LUX 11/19 USD 44.12 5.1 0.9 9.5
Eq. AsiaPac Dual Strategies A AS EQ LUX 11/19 USD 11.53 10.6 12.4 42.9
Eq. China A AS EQ LUX 11/19 USD 24.82 2.9 2.3 40.4
Eq. Concentrated Euroland A EU EQ LUX 09/30 EUR 86.45 -7.0 -5.2 -3.5
Eq. ConcentratedEuropeA EU EQ LUX 11/22 EUR 29.08 8.2 11.8 23.5
Eq. Emerging Europe A EU EQ LUX 11/19 EUR 28.02 18.9 24.7 45.3
Eq. Equities Global Energy OT EQ LUX 11/19 USD 18.10 -0.2 0.5 16.6
Eq. Euroland A EU EQ LUX 11/19 EUR 10.97 1.3 5.0 12.9
Eq. Euroland MidCapA EU EQ LUX 04/30 EUR 14.61 1.4 -45.7 -33.8
Eq. Euroland Small Cap A EU EQ LUX 11/19 EUR 163.78 16.0 19.4 30.1
Eq. EurolandCyclclsA OT EQ LUX 11/22 EUR 19.29 8.9 13.8 24.0
Eq. EurolandFinancialA OT EQ LUX 11/19 EUR 9.91 -12.4 -14.9 12.7
Eq. Glbl Emg Cty A GL EQ LUX 11/19 USD 9.43 -2.6 -1.7 38.3
Eq. Global A GL EQ LUX 11/19 USD 29.82 7.1 8.6 25.1

Eq. Global Resources A GL EQ LUX 11/19 USD 125.42 14.9 14.5 55.4
Eq. Gold Mines A OT EQ LUX 11/19 USD 39.43 30.1 21.8 79.0
Eq. India A EA EQ LUX 11/22 USD 151.51 15.9 20.0 51.5
Eq. Japan CoreAlpha A JP EQ LUX 11/19 JPY 7314.85 0.8 7.2 14.0
Eq. Japan Sm Cap A JP EQ LUX 11/19 JPY 988.11 -7.6 -1.8 5.4
Eq. Japan Target A JP EQ LUX 11/22 JPY 1546.67 -5.6 -1.2 2.2
Eq. Latin America A GL EQ LUX 11/19 USD 130.22 12.0 15.3 51.8
Eq. US ConcenCore A US EQ LUX 11/19 USD 24.69 9.2 12.6 30.0
Eq. US Focused A US EQ LUX 11/19 USD 16.96 6.9 7.8 19.1
Eq. US Lg Cap Gr A US EQ LUX 11/19 USD 16.64 9.1 12.5 29.3
Eq. US Mid Cap A US EQ LUX 11/19 USD 34.40 15.1 22.3 41.7
Eq. US Multi Strg A US EQ LUX 11/19 USD 23.32 9.6 12.8 28.4
Eq. US Rel Val A US EQ LUX 11/19 USD 21.91 6.4 8.8 27.2
Eq. US Sm Cap Val A US EQ LUX 11/19 USD 17.58 10.2 18.1 27.7
Money Market EURO A EU MM LUX 11/19 EUR 27.50 0.4 0.4 0.9
Money Market USD A US MM LUX 11/22 USD 15.87 0.3 0.3 0.5

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT EQ BMU 11/04 USD 818.60 -14.8 -24.5 -13.0
MENA Special Sits Fund OT OT BMU 10/31 USD 1120.56 3.8 -1.7 8.1
MENA UCITS Fund OT OT IRL 11/04 USD 1062.93 NS NS NS
UAE Blue Chip Fund OT OT ARE 11/04 AED 5.22 -2.0 -19.0 -12.3

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

n YMR-N Series
YMR-N Growth Fund JP EQ IRL 11/22 JPY 9058.00 -4.2 6.2 5.4
YMR-N Small Cap Fund JP EQ IRL 11/22 JPY 6320.00 -9.9 -3.9 2.3

n Yuki 77 Series
Yuki 77 General JP EQ IRL 11/22 JPY 5609.00 -8.8 0.1 0.9

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 11/22 JPY 6539.00 -4.2 5.6 4.9
Yuki Chugoku JpnLowP JP EQ IRL 11/22 JPY 7397.00 -1.9 5.1 -1.2

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 11/22 JPY 4237.00 -9.3 1.1 -1.0
Yuki Hokuyo Jpn Inc JP EQ IRL 11/22 JPY 4846.00 -7.7 -0.5 -2.7
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 11/22 JPY 4580.00 -10.3 -4.4 1.5

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III JP EQ IRL 11/22 JPY 3991.00 -9.7 0.7 -1.4
Yuki Mizuho Jpn Dyn Gro JP EQ IRL 11/22 JPY 4211.00 -9.7 -0.7 -2.0
Yuki Mizuho Jpn Exc 100 JP EQ IRL 11/22 JPY 6253.00 -10.3 0.3 3.7
Yuki Mizuho Jpn Gen JP EQ IRL 11/22 JPY 8268.00 -4.0 6.7 4.3
Yuki Mizuho Jpn Gro JP EQ IRL 11/22 JPY 6038.00 -5.0 3.2 1.3
Yuki Mizuho Jpn Inc JP EQ IRL 11/22 JPY 7211.00 -5.5 2.6 -2.1
Yuki Mizuho Jpn Lg Cap JP EQ IRL 11/22 JPY 4832.00 -6.9 2.6 0.9
Yuki Mizuho Jpn LowP JP EQ IRL 11/22 JPY 10708.00 -7.4 0.4 1.0
Yuki Mizuho Jpn PGth JP EQ IRL 11/22 JPY 7071.00 -11.2 -3.0 -1.5
Yuki Mizuho Jpn SmCp JP EQ IRL 11/22 JPY 6405.00 -10.3 -3.6 4.8
Yuki Mizuho Jpn Val Sel AS EQ IRL 11/22 JPY 5388.00 -4.6 3.6 6.3
Yuki Mizuho Jpn YoungCo AS EQ IRL 11/22 JPY 2314.00 -15.1 -11.7 0.0

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 11/22 JPY 4542.00 -16.2 -7.1 -3.1
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Hana to buy KEB stake
SEOUL—Hana Financial Group

Inc. is set to buy a majority stake in
Korea Exchange Bank from a U.S.
private-equity firm in a deal that
upends Hana’s potential bid for the
country’s largest financial company,
Woori Finance Holdings Co.

If completed, the deal, valued
around $4 billion, would bring to a
close a long-running bid by Dallas-
based Lone Star Funds to exit its
investment in KEB and would help
Hana, the smallest of South Korea’s
four major financial holding compa-
nies by assets, squeeze past Shin-
han Financial Group Co. into third
place.

It also complicates an attempt by
the South Korean government to sell
a 57% stake in Woori. Hana had
been seen as the most likely bidder
but has said it wouldn’t bid for
Woori if it secured KEB. Bids for
Woori are due by the end of this
week.

A Hana spokesman said the com-
pany’s board will meet Wednesday
to confirm the KEB deal.

“The board members have delib-
erated on that issue for some time.
They’ll approve it,” he said.

Hana signed a preliminary agree-
ment last week to buy the 51% stake
in KEB, a surprise move that under-
mined a rival approach by Australia
& New Zealand Banking Group Ltd.
On Tuesday, ANZ said it wouldn’t
comment until a formal announce-
ment had been made by Hana.

The Hana spokesman said that
once the company’s board gives the

go-ahead, Hana will seek approval
from the Financial Supervisory
Commission, which is likely to take
two to three months.

The spokesman didn’t give the
value of the bid, but at current
prices Lone Star’s stake is worth
about $3.7 billion. A person familiar
with the situation said Hana would
likely pay a premium of 10% or more
to the current market value.

Hana doesn’t plan to make a
rights issue to fund the stake pur-
chase, the spokesman said. Instead,
it may seek other financial investors
or issue preferred shares or bonds.

A Hana-KEB tie-up could create a
strong domestic Korean player that
pairs Hana’s strength as a retail
commercial bank with KEB’s domi-
nance in trade finance and foreign
exchange.

A Nomura research report last

week said a deal for KEB made more
sense than merging with Woori,
whose business overlaps more with
Hana’s. Nomura suggested, however,
that Hana would probably need to
bring in investors to shore up its
bid.

The Hana spokesman said Hana
would keep KEB’s name and con-
tinue to have it listed on South Ko-
rea’s main exchange, though an
eventual merger is possible.

KEB activists, fearful that a Hana
takeover would inevitably lead to
job cuts and a loss of KEB’s identity,
staged protests last week calling on
the government to block the deal.

“Hana Bank isn’t capable of
properly managing KEB’s corporate
financing and overseas business,”
said Kim Bo-hun, a representative of
KEB’s labor union. “If Hana takes
over, it will lead to the demise of
both banks.”

Lone Star’s long-running at-
tempts to sell the stake in KEB it ac-
quired for $1.3 billion in 2003 have
been dogged by scandal and court
cases as well as bad timing.

In 2006, Lone Star reached a
deal to sell the stake to Kookmin
Bank for more than $7 billion, but a
probe into the circumstances under
which Lone Star bought KEB even-
tually derailed the transaction.

In September 2007, Lone Star
reached a deal to sell the stake to
HSBC Holdings PLC for $6.3 billion,
but regulatory approval was held up
by court cases. After the collapse of
Lehman Brothers in September
2008, HSBC dropped its offer, citing
the turmoil in financial markets.

BY IN-SOO NAM

Dynegy ponders plan B
as deal failure seen likely

Dynegy Inc. said Tuesday that
its contested attempted buyout by
Blackstone Group LP will likely fail
to win shareholder support, leaving
Dynegy to work with opponents of
the deal on an alternative plan.

Dynegy shares fell below Black-
stone’s final offer of $5 a share after
the announcemen. The stock was
down 3.5% at $4.96 on the New York
Stock Exchange on Tuesday after-
noon.

The failure of the deal would
force the Houston-based power gen-
erator to find another buyer or a
way to survive on its own as it con-
tinues to face a heavy debt load and
severely weakened power prices.
Private-equity firm Blackstone was
the only buyer to emerge—and the
best option—during a two-year stra-
tegic review, Dynegy has said.

Blackstone’s bid faced intense
opposition from activist investor
Carl Icahn and hedge-fund operator
Seneca Capital LP, who have said
the planned buyout undervalued
Dynegy. Mr. Icahn and Seneca Capi-
tal didn’t return calls seeking com-
ment.

Dynegy’s shareholders are to
vote on the $604 million bid in a
special meeting set to reconvene
Tuesday afternoon. Blackstone also
said it expects the deal to be re-
jected, even after it raised its bid by
50 cents a share last week over an
August agreement in an attempt to
win shareholder support.

If the deal fails to win share-
holder support as expected, Dynegy
said it will “immediately engage”
Seneca and Mr. Icahn’s investment
group and other parties about an-
other buyout or a proposal to ad-
dress Dynegy’s liquidity issues.

Blackstone is expected to walk
away from Dynegy once the deal is
officially declared dead, according
to a person familiar with the trans-
action. The private-equity firm
would receive a $16.3 million
breakup fee if Dynegy is bought for
more than $4.50 a share within the
next 18 months.

The expected collapse of the deal
is likely to have a spillover effect on
another merchant generator, NRG
Energy Inc. Under the acquisition
agreement, Blackstone planned to
sell about one-third of Dynegy’s
power plants to NRG Energy for
$1.36 billion.

Dynegy said that if the buyout
vote fails, it will add a board mem-
ber in consultation with Seneca who
will be part of the panel overseeing
the strategic review.

There are currently six board
members, five of whom are indepen-
dent. Among others, Seneca and Mr.
Icahn will be invited to make pro-
posals on Dynegy’s future course. To
prevent them from potentially
launching an unsolicited takeover
attempt of their own, the company
enacted a so-called poison-pill plan
that would kick in if any entity ac-
quires or proposes to buy at least
10% of Dynegy’s stock.

BY NAUREEN S. MALIK
Hana Financial Group
Daily share price. Tuesday's close:
37,000 won, up 5.7%

Source: Thomson Reuters
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NORTH KOREAN ATTACK

Recent skirmishes between
North Korea and South Korea:
n June 1999: South Korean

anavy sinks a North Korean
ship in firefight on the
maritime border in the Yellow
Sea west of the Koreas.
Precise casualties unknown
but at least 18 North
Koreans are presumed killed.

n November 2001: North
Korean soldiers fire at a
South Korean guardpost in
the demilitarized zone and

South Koreans return fire.
No injuries reported.

n June 2002: North Korea sinks a
South Korean frigate in a clash
involving several ships from
both sides. Six South Korean
sailors and an estimated 13
North Koreans are killed.

n July 2003: North Korean
soldiers fire machine guns at a
South Korean observation post

in the demilitarized zone, and
South Korean soldiers fire
back. No injuries reported.

n April 2005: North Korea
announces a South Korean
soldier fired a shot at a North
Korean border post in the
demilitarized zone. No
injuries reported.

nMay 2006: South Korean
soldiers in the demilitarized
zone fire warning shots at
two North Korean soldiers
who cross into South Korean
territory. No one injured.

n October 2006: South
Korean soldiers fire 40
warning shots at five North
Korean soldiers who entered
South Korean territory. No
one was injured.

n November 2009: A South
Korean naval patrol boat
inflicts heavy damage on a
North Korean military vessel
near the countries' maritime
border in the Yellow Sea.
Unknown number of North
Koreans injured.

n January 2010: North Korea

fires land-based artillery rounds
into water near the inter-Korean
border in the Yellow Sea.

nMarch 2010: South Korean
warship Cheonan sinks, killing
46 sailors, near a South
Korea-controlled island several
miles south of the maritime
border in the Yellow Sea.
Investigation turns up
remnants of a North Korean
torpedo at the sinking site.

n October 2010: North Korean
soldiers fire two shots near a
South Korean guard post in the

demilitarized zone. South
Korean soldiers fire three
shots back. No one was
injured.

n Nov. 23, 2010: North Korea
fires artillery rockets at South
Korea's Yeonpyeong island
near a disputed border,
setting houses on fire and
prompting the south to return
fire and dispatch fighter jets
to the area. Two South
Korean marines were killed.

Source: WSJ reporting; photos: aza
(3)

JUNE 2002 JULY 2003 JULY 2010

The South Korean navy raises a patrol boat that sank during a
battle with North Korean warships in the Yellow Sea.

South Korean soldiers stand guard near the demilitarized zone north
of Seoul a day after soldiers briefly traded the machine-gun fire in
the border zone.

In July, the South's Defense Ministry displays a part of what Seoul
says is a North Korean torpedo responsible for the sinking of South
Korean warship Cheonan in March.

China treads
warily, airs
North’s side

BEIJING—China reacted with
customary caution to North Korea’s
shelling of a South Korean island,
giving prominence on state televi-
sion to Pyongyang’s version of
events, in a response that places
Beijing increasingly at odds with the
U.S. and other countries frustrated
with its unwillingness to rein in an
old socialist ally.

China is the one country with le-
verage over North Korea, keeping
the regime from collapse with ship-
ments of food and energy. Yet, as
one of the worst crises on the Ko-
rean peninsula since the 1950-53 Ko-
rean War unfolds, China has avoided
taking sides.

Beijing even risked appearing to
implicitly brush off the incident,
with its state-run Xinhua news
agency announcing just hours after
the deadly North Korean attack that
a Chinese government delegation
visiting North Korea had signed a
new deal on economic and trade co-
operation with its neighbor.

China has already antagonized
many of its Asian neighbors—partic-
ularly Japan—by making more as-
sertive territorial claims in the
South and East China Seas in recent
months.

The U.S. and many other West-
ern countries are growing increas-
ingly alarmed at China’s more mus-
cular diplomacy on a range of
issues, including trade, climate
change and human rights. China’s
unwillingness to go against North
Korea, even as it escalates its mili-
tary belligerence, is likely to further
strain its relations in a region ner-
vous about its strategic intentions.

Stephen Bosworth, special U.S.
envoy for North Korea, arrived in
Beijing for emergency talks Tuesday
following the weekend’s revelations
that North Korea has dramatically
expanded its nuclear program. The
Chinese government also reserved
judgment on the nuclear issue, call-
ing only for a resumption of talks
between North and South Korea,
China, Russia, Japan and the U.S.

“China hopes that the relevant
parties will do more to contribute to
peace and stability in the region,” a
spokesman for the Chinese Foreign
Ministry, Hong Lei, told reporters.

There was a suggestion of par-
tiality, however, when the evening
news broadcast on China’s main
state-controlled television channel
gave greater prominence to North
Korea’s official version of events on
the shelling, which blamed South
Korea for firing at it first.

Mr. Bosworth’s mission in Bei-
jing, following talks in Seoul and
Tokyo over the last two days, is to
persuade China to use its clout to
curb North Korea’s increasingly pro-
vocative behavior. But China’s pri-
mary concern isn’t to prevent North
Korea from developing a nuclear
weapon, but to ensure that the re-
gime there doesn’t suddenly col-
lapse, sending a flood of refugees
into northeastern China.

There is also a common view
among Chinese experts that a
strong, unified Korea represents a
threat to China as it would bring to
its border a key U.S. ally, and the
People’s Liberation Army would end
up face-to-face with thousands of
U.S. troops stationed in the South.

—Josh Chin
contributed to this article.

BY JEREMY PAGE

said the U.S. will work with global
leaders o figure how to best deal
with North Korea’s attack.

Col. David Lapan, the Pentagon
spokesman, said that no additional
U.S. military assets had been moved
to the region, nor were any discus-
sions of immediately holding mili-
tary exercises planned.

Catherine Ashton, the EU’s for-
eign policy chief, called on the
“North Korean authorities to refrain
from any action that risks further
escalation and to fully respect the
Korean Armistice Agreement.”

A spokesman for the Ministry of
Foreign Affairs in China, North Ko-
rea’s main benefactor, called for
peace and stability. “We hope all in-
volved parties will do more to pro-
mote peace on the Korean Penin-
sula,” Hong Lei said during a regular
news conference.

U.N. Secretary-General Ban Ki-
moon also condemned the attack,
calling it “one of the gravest inci-
dents since the end of the Korean
War.” British U.N. Ambassador Mark
Lyall Grant, whose country holds the
Security Council presidency, said a
council meeting is likely to be held
Wednesday.

Relations soured dramatically be-
tween the two Koreas over the past
two years, as North Korea’s totali-
tarian regime became angered at
South Korea’s decision to cut off
economic assistance unless it ends
its pursuit of nuclear weapons. The
issue of North Korean nuclear weap-
ons intensified over the weekend af-
ter the revelation that Pyongyang
had already installed thousands of
centrifuges to produce nuclear fuel
at its Yongbyon nuclear facility

The exchange of fire comes less
than two months after North Korean
dictator Kim Jong Il began a process
of transferring power to his son Kim
Jong Eun, a process that analysts
have said is likely to be volatile as
the younger Mr. Kim grapples for
authority over the North’s military.

The incident roiled financial mar-
kets in Asia, briefly sending the U.S.
dollar sharply higher before it gave
back some gains, on a flight from
what are considered riskier invest-

Continued from first page

ments. The Bank of Korea convened
an emergency meeting to discuss
potential effects. Several financial
analysts quickly issued reports that
said they didn’t expect South Ko-
rea’s stock market to be affected.

The episode adds to a list of more
than 30 fatal or life-threatening at-
tacks by the North against the
South—including plane bombings,
assassinations and naval skir-
mishes—since the two countries
fought the Korean War in the 1950s.

Most recently, a South Korean
warship sank in March about 65 ki-
lometers west of the island hit Tues-
day. South Korea blamed North Ko-
rea for the sinking, citing an
exploded torpedo it found and other
evidence.

A spokesman for South Korea’s
Joint Chief of Staff said “scores of
rounds” were fired by the North.
The artillery was fired from posi-
tions south of the North Korean city
of Haeju. Video captured by closed-
circuit monitoring cameras showed
people scrambling out of buildings
as explosions rocked the island.

The artillery fire came without
warning at 2:34 p.m local time and
lasted for 65 minutes, military offi-
cials said. About 250 residents es-
caped the island in fishing boats and
arrived in the port city of Incheon
two hours later. As the sun set, fires
continued burning in numerous

homes and buildings and smoke cov-
ered the island, according to people
there and on a nearby island called
So-yeonpyeong.

The incident shocked South Kore-
ans, who have become accustomed
through the years to provocations
by North Korea.

“If this leads to any other provo-
cation, it really will be disturbing in
many ways,” Song Young-min, an in-
surance consultant and military re-
servist, as he watched the news on
his cellphone in downtown Seoul.

From the island of So-yeon-
pyeong, residents watched as the
rockets hit the larger Yeonpyeong is-
land.

The two Yeonpyeong islands are
the easternmost of five small islands
that are just a few kilometers away
from the maritime border known in
South Korea as the Northern Limit
Line, or NLL, drawn up by the
United Nations after the end of the
Korean War in 1953.

The North has objected to the line
since the early 1970s, arguing in part
that the line forces its ships to take
lengthy detours to international
shipping lanes. Its objections led to
two deadly skirmishes in the area in
1999 and 2002.

—Joe Lauria, Jieun Shin, In-soo
Nam, Aaron Back and Megumi

Fujikawa contributed
to this article.

Seoul returns fire; others urge calm
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For information about listing your funds, please contact: Justin Jones tel: +44 0203 426 1167; email: justin.jones@dowjones.com

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the
U.S. Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 11/22 USD 10.83 4.4 6.4 22.6
Am Blend Portfolio I US EQ LUX 11/22 USD 12.82 4.9 7.0 23.4
Am Growth A US EQ LUX 11/22 USD 32.20 3.1 6.7 29.4
Am Growth B US EQ LUX 11/22 USD 26.83 2.2 5.6 28.1
Am Growth I US EQ LUX 11/22 USD 35.94 3.8 7.5 30.4
Am Income A OT OT LUX 11/22 USD 8.97 11.5 12.6 23.7
Am Income A2 OT OT LUX 11/22 USD 21.30 11.9 12.6 23.7
Am Income B OT OT LUX 11/22 USD 8.97 10.9 11.8 22.8
Am Income B2 OT OT LUX 11/22 USD 18.25 11.2 11.8 22.8
Am Income I OT OT LUX 11/22 USD 8.97 12.0 13.2 24.4
Emg Mkts Debt A GL BD LUX 11/22 USD 16.74 13.2 14.2 37.0
Emg Mkts Debt A2 GL BD LUX 11/22 USD 22.87 13.7 14.2 37.0

Emg Mkts Debt B GL BD LUX 11/22 USD 16.74 12.4 13.1 35.7
Emg Mkts Debt B2 GL BD LUX 11/22 USD 21.83 12.8 13.1 35.6
Emg Mkts Debt I GL BD LUX 11/22 USD 16.74 13.7 14.8 37.7
Emg Mkts Growth A GL EQ LUX 11/22 USD 38.50 11.1 15.5 48.7
Emg Mkts Growth B GL EQ LUX 11/22 USD 32.34 10.1 14.3 47.3
Emg Mkts Growth I GL EQ LUX 11/22 USD 42.98 11.9 16.4 49.9
Eur Income A OT OT LUX 11/22 EUR 6.91 9.7 10.6 21.8
Eur Income A2 OT OT LUX 11/22 EUR 14.17 10.1 10.4 21.8
Eur Income B OT OT LUX 11/22 EUR 6.91 9.1 9.9 21.0
Eur Income B2 OT OT LUX 11/22 EUR 13.10 9.4 9.7 21.0
Eur Income I OT OT LUX 11/22 EUR 6.91 10.2 11.2 22.5
Eur Strat Value A EU EQ LUX 11/22 EUR 8.89 4.2 8.2 17.7
Eur Strat Value I EU EQ LUX 11/22 EUR 9.16 4.8 8.9 18.6
Eur Value A EU EQ LUX 11/22 EUR 9.55 3.8 7.8 19.8
Eur Value B EU EQ LUX 11/22 EUR 8.71 3.0 6.7 18.7
Eur Value I EU EQ LUX 11/22 EUR 11.11 4.6 8.7 20.8
EuroZone Strat Val AX EU EQ LUX 11/22 EUR 7.80 11.0 14.7 20.9
EuroZone Strat Val BX EU EQ LUX 11/22 EUR 6.95 10.0 13.6 19.7
EuroZone Strat Val IX EU EQ LUX 11/22 EUR 8.56 11.6 15.5 21.8
Gl Balanced (Euro) A EU BA LUX 11/22 USD 16.46 NS NS NS
Gl Balanced (Euro) B EU BA LUX 11/22 USD 15.89 NS NS NS
Gl Balanced (Euro) C EU BA LUX 11/22 USD 16.28 NS NS NS
Gl Balanced (Euro) I EU BA LUX 11/22 USD 16.87 NS NS NS
Gl Balanced A US BA LUX 11/22 USD 17.22 4.5 5.4 20.0
Gl Balanced B US BA LUX 11/22 USD 16.22 3.5 4.3 18.9
Gl Balanced I US BA LUX 11/22 USD 17.97 5.1 6.1 20.9
Gl Bond A OT OT LUX 11/22 USD 9.61 7.5 7.4 12.9
Gl Bond A2 OT OT LUX 11/22 USD 17.24 7.7 7.3 12.8
Gl Bond B OT OT LUX 11/22 USD 9.61 6.6 6.4 11.8
Gl Bond B2 OT OT LUX 11/22 USD 14.97 6.8 6.2 11.7
Gl Bond I OT OT LUX 11/22 USD 9.61 7.9 8.0 13.5
Gl Conservative A US BA LUX 11/22 USD 15.32 4.6 5.0 14.0

Gl Conservative A2 US BA LUX 11/22 USD 17.71 4.6 5.0 13.9
Gl Conservative B US BA LUX 11/22 USD 15.29 3.7 4.0 12.8
Gl Conservative B2 US BA LUX 11/22 USD 16.68 3.7 3.9 12.8
Gl Conservative I US BA LUX 11/22 USD 15.41 5.2 5.6 14.8
Gl Eq Blend A GL EQ LUX 11/22 USD 11.87 1.8 3.5 24.2
Gl Eq Blend B GL EQ LUX 11/22 USD 11.04 0.8 2.4 23.1
Gl Eq Blend I GL EQ LUX 11/22 USD 12.61 2.5 4.3 25.2
Gl Growth A GL EQ LUX 11/22 USD 43.40 3.6 5.6 23.7
Gl Growth B GL EQ LUX 11/22 USD 35.91 2.7 4.6 22.5
Gl Growth I GL EQ LUX 11/22 USD 48.53 4.3 6.5 24.7
Gl High Yield A OT OT LUX 11/22 USD 4.65 14.5 18.0 40.8
Gl High Yield A2 OT OT LUX 11/22 USD 10.64 14.9 18.0 40.5
Gl High Yield B OT OT LUX 11/22 USD 4.65 13.5 16.8 39.1
Gl High Yield B2 OT OT LUX 11/22 USD 16.96 14.0 16.8 39.2
Gl High Yield I OT OT LUX 11/22 USD 4.65 15.0 18.6 41.7
Gl Thematic Res A GL EQ LUX 11/22 USD 16.73 13.6 15.7 47.0
Gl Thematic Res B GL EQ LUX 11/22 USD 14.51 12.6 14.6 45.6
Gl Thematic Res I GL EQ LUX 11/22 USD 18.79 14.4 16.6 48.2
Gl Value A GL EQ LUX 11/22 USD 11.20 0.5 1.9 25.2
Gl Value B GL EQ LUX 11/22 USD 10.20 -0.4 0.9 23.9
Gl Value I GL EQ LUX 11/22 USD 12.00 1.3 2.7 26.2
India Growth A EA EQ LUX 11/22 USD 150.39 18.5 22.3 NS
India Growth AX EA EQ LUX 11/22 USD 131.80 18.8 22.6 58.5
India Growth B EA EQ LUX 11/22 USD 156.15 17.5 21.1 NS
India Growth BX EA EQ LUX 11/22 USD 111.66 17.7 21.4 56.9
India Growth I EA EQ LUX 11/22 USD 137.20 19.3 23.2 59.2
Int'l Health Care A OT EQ LUX 11/22 USD 134.86 -1.9 2.1 14.0
Int'l Health Care B OT EQ LUX 11/22 USD 112.74 -2.8 1.1 12.9
Int'l Health Care I OT EQ LUX 11/22 USD 148.40 -1.2 2.9 14.9
Int'l Technology A OT EQ LUX 11/22 USD 125.16 13.4 20.9 38.8
Int'l Technology B OT EQ LUX 11/22 USD 107.49 12.4 19.7 37.5
Int'l Technology I OT EQ LUX 11/22 USD 141.34 14.2 21.9 39.9

Japan Blend A JP EQ LUX 11/22 JPY 5842.00 -3.0 7.6 9.1
Japan Growth A JP EQ LUX 11/22 JPY 5496.00 -6.4 2.5 2.9
Japan Growth I JP EQ LUX 11/22 JPY 5697.00 -5.7 3.4 3.7
Japan Strat Value A JP EQ LUX 11/22 JPY 6192.00 1.2 12.9 15.5
Japan Strat Value I JP EQ LUX 11/22 JPY 6402.00 1.9 13.8 16.4
Real Estate Sec. A OT EQ LUX 11/22 USD 16.02 11.6 16.1 39.1
Real Estate Sec. B OT EQ LUX 11/22 USD 14.51 10.6 14.9 37.7
Real Estate Sec. I OT EQ LUX 11/22 USD 17.34 12.5 17.0 40.2
Short Mat Dollar A US BD LUX 11/22 USD 7.40 4.1 5.4 8.4
Short Mat Dollar A2 US BD LUX 11/22 USD 10.21 4.3 5.5 8.3
Short Mat Dollar B US BD LUX 11/22 USD 7.40 3.7 5.0 7.9
Short Mat Dollar B2 US BD LUX 11/22 USD 10.12 3.9 5.0 7.9
Short Mat Dollar I US BD LUX 11/22 USD 7.40 4.6 6.0 9.0
US Thematic Portfolio A EUR H US EQ LUX 11/22 EUR 17.69 NS NS NS
US Thematic Portfolio B EUR H US EQ LUX 11/22 EUR 17.63 NS NS NS
US Thematic Portfolio C EUR H US EQ LUX 11/22 EUR 17.66 NS NS NS
US Thematic Portfolio I EUR H US EQ LUX 11/22 EUR 17.74 NS NS NS
US Thematic Research A US EQ LUX 11/22 USD 9.88 15.8 17.9 29.5
US Thematic Research B US EQ LUX 11/22 USD 9.01 14.8 16.7 28.2
US Thematic Research I US EQ LUX 11/22 USD 10.70 16.6 18.8 30.5

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 11/16 GBP 8.47 2.8 3.6 14.9
Andfs. Borsa Global GL EQ AND 11/22 EUR 6.33 -2.7 0.6 8.5
Andfs. Emergents GL EQ AND 11/22 USD 18.08 4.2 5.9 48.6

FUND SCORECARD
U.S. Equity
These funds primarily take long/short positions in US equities. At least 60% of their assets are in UCDA
(US/Canada/Developed America) equities. Ranked on % total return (dividends reinvested) in U.S. dollars
for one year ending November 23, 2010

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

1 Bomgaars Bomgaars USDUSA 59.14 125.96 81.67 NS
Investments Investments, LLC

1 Willowbrook Willowbrook USDUSA 97.75 116.72 33.17 NS
Fund, LP Capital Management, LLC

NS BDC Fund II Southland Capital USDUSA 50.26 79.28 NS NS
Management, LLC

NS Krohne Fund Krohne Capital, USDUSA 48.72 64.17 16.83 18.65
LP LLC

NS Sather Colvin Co. LLC USDUSA 35.19 56.93 NS NS
Agriculture LP

NS Creststreet Creststreet Asset CADCAN 34.41 56.32 27.68 NS
Energy Opportunities Cl F Management

1 Dynamic Dynamic Mutual CADCAN 28.73 54.37 73.30 22.04
Power Hedge Ser FC Funds Ltd

4 AlphaOne AlphaOne Capital USDUSA 34.29 54.23 32.33 13.10
Satori Fund, LP. Partners

1 Dynamic Dynamic Funds CADCAN 32.98 53.77 NS NS
Contrarian Series F

1 Dynamic Dynamic Mutual CADCAN 27.60 52.74 71.40 21.84
Power Hedge Ser C Funds Ltd

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

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

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

MARKETS

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

12-month and 2-year returns may be calculated over 11- and 23-month periods
pending receipt and publication of the last month end price.
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n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 08/31 USD 2174.86 28.6 51.1 47.6

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A OT OT CYM 10/29 EUR 100.66 -0.4 -0.4 -1.9
D'Auriol Opp F3 EUR OT OT CYM 09/30 EUR 954.33 -3.5 -3.7 -9.1

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

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com
Horseman EmMkt Opp EUR GL EQ USA 01/31 EUR 187.60 -23.2 -21.7 -7.7
Horseman EmMkt Opp USD GL EQ USA 01/31 USD 194.78 -24.5 -22.7 -9.1
Horseman EurSelLtd EUR EU EQ GBR 10/29 EUR 216.31 10.9 17.9 2.9
Horseman EurSelLtd USD EU EQ GBR 10/29 USD 229.09 13.5 20.7 3.9
Horseman Glbl Ltd EUR GL EQ CYM 10/29 USD 416.30 12.3 10.3 -5.3
Horseman Glbl Ltd USD GL EQ CYM 10/29 USD 416.30 12.3 10.3 -5.3

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
Global Absolute OT OT GGY 03/31 GBP 1.11 2.9 16.5 0.6
Global Absolute EUR OT OT GGY 05/13 EUR 1.56 2.8 14.2 NS

Global Absolute USD OT OT GGY 03/31 USD 2.05 2.8 15.2 0.3

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 09/30 EUR 91.12 -1.7 1.9 NS
Special Opp Inst EUR OT OT CYM 09/30 EUR 86.52 -1.2 2.5 NS
Special Opp Inst USD OT OT CYM 09/30 USD 98.53 -0.9 2.7 NS
Special Opp USD OT OT CYM 09/30 USD 95.98 -1.5 2.0 NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT GGY 04/30 EUR 120.82 3.5 -13.4 -3.8
GH Fund CHF Hdg OT OT GGY 09/30 CHF 111.86 1.8 2.0 NS
GH Fund EUR Hdg (Non-V) OT OT GGY 04/30 EUR 109.43 2.9 -15.9 -5.9
GH Fund GBP Hdg OT OT GGY 09/30 GBP 134.16 2.5 2.8 NS
GH Fund Inst USD OT OT GGY 09/30 USD 113.93 2.8 3.3 NS
GH FUND S EUR OT OT CYM 09/30 EUR 130.94 3.1 3.8 NS
GH FUND S GBP OT OT GGY 09/30 GBP 136.14 3.5 4.1 NS
GH Fund S USD OT OT CYM 09/30 USD 153.79 3.3 3.9 NS
GH Fund USD OT OT GGY 09/30 USD 277.42 2.2 2.5 NS
Hedge Investments OT OT JEY 08/31 USD 139.81 NS 3.4 NS
Leverage GH USD OT OT GGY 09/30 USD 121.63 2.7 3.0 NS
MultiAdv Arb CHF Hdg OT OT JEY 09/30 CHF 95.62 1.5 3.0 NS
MultiAdv Arb EUR Hdg OT OT JEY 09/30 EUR 104.51 1.9 3.7 NS
MultiAdv Arb GBP Hdg OT OT JEY 09/30 GBP 112.84 1.6 3.3 NS
MultiAdv Arb S EUR OT OT CYM 09/30 EUR 112.88 2.5 4.5 NS
MultiAdv Arb S GBP OT OT CYM 09/30 GBP 118.35 3.1 5.1 NS
MultiAdv Arb S USD OT OT CYM 09/30 USD 128.94 2.4 4.3 NS
MultiAdv Arb USD OT OT JEY 09/30 USD 196.86 1.8 3.5 NS

n HSBC Uni-folio
Asian AdbantEdge EUR OT OT JEY 10/29 EUR 100.12 0.8 1.4 6.0
Asian AdvantEdge OT OT JEY 10/29 USD 184.48 1.0 1.6 6.4
Emerg AdvantEdge OT OT JEY 10/29 USD 170.90 2.1 3.7 2.7
Emerg AdvantEdge EUR OT OT JEY 10/29 EUR 94.66 1.6 3.3 0.6
Europ AdvantEdge EUR OT OT JEY 10/29 EUR 130.56 -1.6 -3.0 3.2
Europ AdvantEdge USD OT OT JEY 10/29 USD 138.52 -1.8 -3.1 4.1
Real AdvantEdge EUR OT OT JEY 10/29 EUR 108.43 0.2 1.1 NS
Real AdvantEdge USD OT OT JEY 10/29 USD 109.40 1.0 1.9 NS
Trading Adv JPY OT OT GGY 07/30 JPY 9414.60 2.1 -1.0 NS
Trading AdvantEdge OT OT GGY 10/29 USD 151.01 7.6 5.4 2.7
Trading AdvantEdge EUR OT OT GGY 10/29 EUR 136.27 7.0 4.6 2.4
Trading AdvantEdge GBP OT OT GGY 10/29 GBP 145.28 7.9 5.7 3.3

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 11/12 USD 410.26 11.2 18.2 38.8
Antanta MidCap Fund EE EQ AND 11/12 USD 836.91 17.9 33.3 56.4
Meriden Opps Fund GL OT AND 10/27 EUR 44.28 -26.2 -35.4 -30.9
Meriden Protective Div GL EQ AND 09/01 EUR 79.14 NS NS NS

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 06/30 USD 1481.20 NS 1.3 -4.4

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR Cls H GL OT CYM 09/30 EUR 1049.82 14.6 15.2 NS
Winton Evolution GBP Cls G GL OT CYM 09/30 GBP 1056.92 14.8 15.6 NS
Winton Evolution USD Cls F GL OT CYM 09/30 USD 1332.74 14.7 15.6 6.7
Winton Futures EUR Cls C GL OT VGB 09/30 EUR 216.04 12.5 15.1 7.3
Winton Futures GBP Cls D GL OT VGB 09/30 GBP 223.85 12.6 15.4 7.7
Winton Futures JPY Cls E GL OT VGB 09/30 JPY 15277.71 13.8 16.3 7.0
Winton Futures USD Cls B GL OT VGB 09/30 USD 768.05 12.6 15.5 7.3

INDICES
NAV ——————%RETURN ——————

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

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

ARIX Composite Gross USD OT OT GBR 10/29.00 USD1450.91 7.4 -12.7 -6.5

Euro, shares sink
on host of worries

European stock markets slid
Tuesday, as the exchange of fire be-
tween North and South Korea rat-
tled investors, while worries about
European sovereign debt continued
to hurt sentiment.

The euro tumbled and gold rose
on safe-haven buying.

The clash between the Koreas, in
which two South Korean marines
were killed, also helped push down
commodity prices, as did lingering
fears of further fiscal tightening in
China. Resource shares were big los-
ers world-wide.

Bank shares dropped in Europe
on concerns about exposure to Ire-
land and other peripheral euro-zone
countries that face debt problems.
The Stoxx Europe 600 index for the
banking sector lost 2.3%.

Overall, the Stoxx Europe 600 in-
dex fell 1.3% to 264.24. The U.K.’s
FTSE 100 index lost 1.7% to 5581.28,
France’s CAC-40 index shed 2.5% to
3724.42, and Germany’s DAX slid
1.7% to 6705.00.

In the U.S., similar concerns also
caused a broad decline in shares.
The Dow Jones Industrial Average
fell 142.21 points, or 1.3%, to
11036.37.

John J. Hardy, strategist at Saxo
Bank, said investors are worried
about a spread of debt problems af-
ter the Irish rescue plan. “And the
fear that the enormous domino of

Spain lies not far down the line is
the game-changer here,” he said.

Spain’s short-term funding costs
surged Tuesday in its latest Trea-
sury-bill auctions. The cost to insure
Spanish government debt against
default also soared to a record.

Spain’s IBEX 35 stock index tum-
bled 3% to 9691.80.

Ireland’s ISEQ index dropped
3.4% to 2663.90. Bank of Ireland
slid 25% and Allied Irish Banks
plunged 19%. The declines came af-
ter Patrick Honohan, governor of the
Central Bank of Ireland, reportedly
said selling the banks to foreign
buyers may be a desirable course of
action.

Meanwhile, the euro was
pounded Tuesday, while the dollar
and yen, considered safe harbors,
gained sharply.

As the International Monetary
Fund, European Union and euro
zone worked in Dublin to hammer
out the details of a bailout for Ire-
land, German Chancellor Angela
Merkel underscored the “extraordi-
narily serious” threat posed to the
common currency, calling the Irish
crisis “very worrying.”

“Clearly the concept of the euro
zone is under pressure,” said John
McCarthy, manager of currency
trading at ING Capital Markets in
New York, noting he didn’t expect
the euro zone or its currency to
break apart.

The euro hit its lowest levels in

two months, falling to $1.3369 in
late U.S. trading from $1.3624 late
Monday. The dollar was at 83.16 yen
from 83.28 yen, while the euro was
at 111.16 yen, down from 113.46 yen.
The pound was at $1.5778 from
$1.5961.

Gold for November delivery
gained $19.80 per troy ounce, or
1.5%, to $1377.50 on the Comex divi-
sion of the New York Mercantile Ex-

change. Nymex crude for January
delivery dropped 49 cents a barrel,
or 0.6%, to $81.25.

Among resource shares, Vedanta
Resources fell 4.5% and ArcelorMit-
tal lost 2.9%. Bank losers included
Standard Chartered, off 2.7%, and
Barclays, down 2.1%. Deutsche
Bank fell 2.3%, Banco Santander
dropped 4.7%, and Banco Bilbao
Vizcaya Argentaria dropped 3.9%.

BY ISHAQ SIDDIQI

Zwaanstra is
buyer of stake
in Gartmore

LONDON—A vehicle indirectly
controlled by John Zwaanstra, the
founder of Hong Kong hedge-fund
company Penta Investment Advis-
ers Ltd., has emerged as the mys-
tery buyer behind a near-5% stake in
fund manager Gartmore Group Ltd.

Swan Street Partners LLP on
Tuesday said its stake in Gartmore
has grown to 4.91% and that it most
recently bought shares at 111.4
pence ($1.78) apiece. A British Vir-
gin Islands company called United
Industrial Services Ltd. disclosed a
4% stake in Gartmore last week, but
no information was available about
that company, raising questions
about who was behind the buying.

According to a March filing with
the U.S. Securities and Exchange
Commission, Swan Street Partners
is a Zwaanstra family trust formerly
known as Mercurius Partners LLP.

It lists its principal business of-
fice in Hillsboro, Ore., but the filings
regarding the buying in Gartmore
have given a California phone num-
ber that goes unanswered. No one at
Penta could immediately be reached.

The buildup of the stake has
come as shares in Gartmore con-
tinue to sink. The company two
weeks ago put itself up for sale after
its top portfolio manager, Roger
Guy, said he was leaving.

The stock has fallen 23% since
Gartmore said it would look for a
buyer or revamp its business.

BY MARGOT PATRICK




