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China’s move
to raise rates
jars markets

BEIJING—China surprised
investors by raising interest
rates Tuesday, sparking a glo-
bal selloff in stocks and com-
modities as investors reas-
sessed their assumptions
about economic growth in the
emerging markets.

Currency markets reacted
swiftly, with countries that
depend on Chinese demand
for their commodities seeing
the biggest impact. The U.S.
dollar rose 2% against the Ca-
nadian dollar and 1.65%
against the South African
rand. The Australian dollar,
seen as the closest proxy for
China’s economy, fell 2.79%
against the greenback in af-
ternoon trading. The euro was
also weaker Tuesday after-
noon.

The impact was also felt in
the commodity markets,
where China’s demand plays a
significant role in setting
prices. Gold, which set a re-

cord high last week, fell
$36.10 per troy ounce, or
2.63% to $1335.10. Oil also
slid, with Nymex November
crude down 4.32% to $79.49 a
barrel Tuesday afternoon.

It was China’s first inter-
est-rake hike since it emerged
from the financial crisis, a
surprise move that highlights
the widening gap in the world
economy between economi-
cally vibrant developing coun-
tries and the rich nations try-
ing to fend off stagnation.

The People’s Bank of China
said Tuesday that it increased
the benchmark one-year inter-
est rate on loans and deposits
by a quarter of a percentage
point. The move is the first
adjustment to interest rates
since December 2008, when
the central bank cut them by
0.27 percentage point as part
of a stimulus package to com-
bat the effects of the global
financial crisis. The last rate
rise was in December 2007,
when inflation was over 6%.

The move came days be-
fore finance ministers and
central bankers from around
the world are to gather in
South Korea, but didn’t ap-
pear to have any direct link to
that meeting, nor is it likely
to relieve pressure on China
to continue to let the yuan
rise. Economists said the
move was mainly domestically
focused, aimed at heading off
a property-price bubble and
taming inflation.

With the rate increase,
China joins other rapidly
growing developing countries,
including India and Thailand,
who have shifted their eco-
nomic policies to reflect how
they have bounced back from
the lows of the financial cri-
sis. “Asia is leading the global
recovery and is moving
swiftly back toward normal
policy conditions,” the head of

Please turn to page 3

BY ANDREW BATSON

U.K. unveils sweeping cuts
to military amid deep deficits

The U.K. government an-
nounced sharp reductions in
all of its military services, in a
bet that it can cut defense
spending by 8% without jeop-
ardizing the country’s contin-
ued place among the world’s
biggest military powers.

“Britain has traditionally
punched above its weight in
the world and we should have
no less ambition in the de-
cades to come,” Prime Minis-
ter David Cameron told Par-
liament on Tuesday.

Late Monday, Mr. Cameron
had shared details with U.S.
President Barack Obama in a
phone call, hoping to assure
the White House that Britain
will still be equipped to fight
alongside the U.S. on missions
overseas—such as Iraq and
Afghanistan.

The military cuts came a

day ahead of Wednesday’s
Comprehensive Spending Re-
view, the broad blueprint for
cutting the U.K.’s deficit, with
deep cuts planned. After a
battle between the Treasury
and Ministry of Defence, the
government has kept the de-
fense cuts well below the 25%
reductions it is set to ask
other departments.

Mr. Cameron announced
that the British army will lose
7,000 of its 103,000 personnel
by 2015. Naval manpower will
fall by 5,000 to 30,000 and
the Royal Air Force will lose
5,000 of its 38,000 positions.
An additional 25,000 civilian
jobs will be lost.

The U.K. will also slash its
order of the Joint Strike
Fighter to about 40, with an
option to buy more later, one
person familiar with the mat-

ter said. That is down form
the 138 that the U.K. was once
set to buy.

Mr. Cameron also set plans
to withdraw the 20,000 Brit-
ish troops stationed in Ger-
many some 10 years earlier
than planned. He promised to
invest in special forces and
cyber warfare.

The U.K. is also retiring
both its Harrier jet fleet and
its flagship carrier, the Ark
Royal. The upshot is that the
British will have no carrier-
strike capability for a number
of years.

Ed Miliband, the leader of
the opposition Labour party,
said this will leave Britain
with “aircraft carriers without
aircraft.”

� Cameron says cuts will spare
military’s core functions ........ 4

� Chinese officials revive the
rate surprise................................ 36

Arcelor Mittal steelworkers dressed in protective suits demonstrate over pension reforms in
Marseille, Tuesday, as France faced its sixth day of nationwide strikes and protests in two months.
Unions want the French government to back down over the reforms. Full article on page 3.

Trouble flares in France

Reuters
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Is all clear
in euro-zone
bond market?

For battered euro-zone govern-
ment-bond investors, good news at
last. Peripheral bond yields are fall-
ing, the European banking system is
strengthening and the outlook for a
successful round of 2011 budgets is
improving. The European Central
Bank last week stopped buying
bonds under its market-stabilization
program for the first time since
May. The worst of the crisis may fi-
nally be behind the market—at least
for 2010.

Greek 10-year bond yields have
fallen three percentage points in six
weeks. Irish and Portuguese yields
have dropped around one point, re-
flecting both governments’ in-
creased efforts to reduce deficits in
2011. Further gains are possible,
since spreads to Germany remain
wide. U.S. quantitative easing, seen
as highly likely, should buoy risk ap-
petite, although China’s rate-in-
crease announcement Tuesday led
to a small setback.

Euro-zone governments, exclud-
ing Greece, have now completed
85% of their 2010 borrowing, ac-
cording to Deutsche Bank. The Euro-
pean Financial Stability Facility is
up and running. Further support
may be made available for Greece.

Risks remain. France must avoid
watering down its pension reform.
The ECB must be careful in its
dogged attempts to exit from its un-
conventional policies, particularly
while peripheral countries and
banking systems still can’t access fi-
nancial markets easily. Its bond-pur-
chase program should be kept open
as an available tool. The ECB’s rela-
tively hawkish stance may yet cause
problems as the euro strengthens
and core yields rise.

Next year, Europe will face fresh
challenges, with austerity biting
deeper as even Germany starts to
rein in its budget deficit. Bond re-
demption pressures for Portugal and
Spain arrive in March and April. But
for now, the euro-zone government-
bond market appears to have stabi-
lized after a tumultuous year.

—Richard Barley

Chinese officials revive the rate surprise
It has been nearly two years since

the People’s Bank of China moved in-
terest rates. It hasn’t lost its capac-
ity to surprise.

Effective Wednesday, the central
bank will raise its benchmark one-
year lending and deposit rates by
one-quarter of a percentage point
each.

This was unexpected: Most
China-watchers had been assuming
the PBOC was happy to rely on quan-
titative measures to tighten policy,
such as increasing the amount of re-
serves banks are required to keep
with it.

The sudden increases suggest
there could be gremlins lurking in
the next round of Chinese economic
data, due Thursday. Consumer-price
inflation has already crossed above
Beijing’s 3% target for 2010. In Au-
gust, the annual rate was 3.5%.

This is above the rate offered on
savings accounts, even with the one-
year deposit rate now at 2.5%, a situ-
ation that could fuel asset bubbles as
savers seek better returns. Beijing

has spent much of this year trying to
cool the country’s property market
with partial success: Tuesday’s rate
increase could be seen as consistent
with those efforts.

That the quarter-point increase
alone doesn’t eliminate the negative
rate problem—the gap between the
inflation rate and yields available on
savings accounts—suggests the PBOC

has more tightening to do. But a se-
ries of rate increases will pose prob-
lems as well.

Inflows of hot money, already ris-
ing on expectations of appreciation
in China’s currency, will be encour-
aged further by higher interest rates,
especially as the U.S. Federal Re-
serve considers more quantitative
easing.

The PBOC also is raising rates af-
ter a lending binge that had every-
one from local governments to com-
panies to mortgage holders taking on
extra debt. That could explain why
the seemingly symmetric rate rise
has its asymmetric elements. While
five-year deposit rates were raised
by 0.6 percentage point, for example,
all lending rates beyond one year are
up by only 0.2 percentage point.

That will squeeze margins at Chi-
nese banks somewhat. But it also
shows that while the PBOC still isn’t
averse to inflicting surprises, it
doesn’t mind softening the blow for
borrowers.

—Andrew Peaple

Munich Re: Buffett’s bottom-fishing
When Warren Buffett writes a

check, the world peers over his
shoulder. The veteran investor’s de-
cision to raise his stake in Munich
Re, the world’s largest reinsurer,
from 3% to more than 10%, is a case
in point. The reinsurance industry
may be challenged by soft pricing
and low investment income, but it
has rarely looked so cheap. Even if
catalysts for a rerating look thin on
the ground, Mr. Buffett can afford to
take the long-term view.

Reinsurers face some chilling win-
ter winds. Low bond yields and cash
returns have cut investment income,
and the stock market is spooked by
regulatory uncertainty. After 2009’s
equity-market recovery and low inci-
dence of natural disasters, the indus-
try was left with excess capital,
which losses from Chile’s earthquake
and the Deepwater Horizon oil spill
haven’t dented. Overcapacity is de-
pressing prices.

But longer-term dynamics look
more favorable. A big disaster could
wipe out capital and weaken smaller
players, as well as boost pricing. Un-
certainty over future regulation
won’t last forever. Valuations al-
ready are low. Reinsurers are trading
around tangible net asset value, and
Munich Re at just 0.95 times, well

below the sector’s 1.2 times recent
average.

Shareholders also are benefiting
from strong balance sheets via divi-
dends and buybacks. Munich Re
yields a prospective 5.6% for 2010,
estimates Credit Suisse, high relative
to the market, and above closest
peer Swiss Re. Munich Re’s share-
buyback program, initiated in May,
targets a €1 billion ($1.4 billion) re-
purchase by April 2011. Strong cash
generation suggests this could be ex-
tended next year, and dividends
maintained or increased.

Mr. Buffett’s interest in reinsurers
is longstanding. Berkshire Hatha-
way acquired top 10 global firm Gen-
eral Re in 1998; in 2008 it took a 3%
stake in Swiss Re. Munich Re inves-
tors will hope that, in Mr. Buffett’s
words, “time is the friend of the
wonderful company.” Mr. Buffett cer-
tainly seems to have faith.

—Hester Plumridge

In 2003, Bank of England gover-
nor Mervyn King dubbed the pe-
riod from the early 1990s to the
early 2000s the “nice” de-
cade—standing for non-inflationary
consistently expansionary; even
then he warned the good times
couldn’t go on like that. Sure
enough, in his latest speech,
Mr. King declares the legacy of the
financial crisis will be a “sober” de-
cade: 10 years of savings, orderly
budgets and equitable rebalancing.
Not as much fun, but perhaps bet-
ter for economic health.

i i i

Seventy-five percent of respon-
dents to a recent poll in China said
they had never heard of dissident
Liu Xiaobo, this year’s Nobel Peace
Prize winner, Chinese newspaper
Global Times reported. Yet nearly
60% said the Nobel committee
should rescind the prize and apolo-
gize to the Chinese people.

OVERHEARD

Reinsurance fan Warren Buffett
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Cameron’s defense cuts reveal a U.K.
that is preparing to do less with less

David Cameron
is usually calmness
and confidence
personified. He
rarely looks
uncomfortable. But

when the prime minister went to
visit armed services personnel at
U.K. Joint Operations HQ on
Tuesday morning, ahead of
delivering his Strategic Defense
Review to Parliament, there was a
distinctly awkward moment. Mr.
Cameron was explaining that
economic circumstances and the
size of the deficit make tough
choices and cuts to defense
spending inevitable

With the cameras rolling, one
warrior spoke up: “I am a Harrier
pilot and I have flown 140-odd
missions in Afghanistan, and I am
now potentially facing
unemployment. How am I
supposed to feel about that,
please, sir?”

It was a well aimed question,
and note the polite “please, sir”
on the end. Speaking out was 37-
year-old Lt. Cdr. Kris Ward. His
father is Cdr. Nigel “Sharkey”
Ward, a celebrated Harrier pilot
who led missions during the
Falklands conflict against
Argentine forces in 1982. The
Harrier, introduced in a jump jet
format in 1969, has a special place
in British affections because of its
role in that war in the South
Atlantic.

Mr. Cameron took a deep
breath, thanked the younger Ward
for all his efforts and praised the
Harrier fighter jet to the skies.
But Mr. Cameron’s answer had a
hole in it.

The Harrier is to be scrapped
in the defense cuts program. That
means that, astonishingly, Britain
will soon have two new aircraft
carriers—both ordered by the last
government in better times at a

cost of £5.2 billion ($8.1
billion)—but no planes to fly from
their decks for almost 10 years.

U.K. forces will have to wait
until the Harrier’s replacement
arrives from the U.S. in the shape
of the Joint Strike Fighter in
2020. Until then the new carriers
can tootle around carrying
helicopters, but as instruments of
power projection they will be
about as much use as a chocolate
fire-guard. One may be sold.

Aircraft carriers without
aircraft counts as a proper mess.
The prime minister was lucky not
to be put under more pressure on
this when he unveiled his cuts to
the House of Commons.

Mr. Cameron responds to any
criticism by saying he has little
choice and that he and the
Defence Secretary Liam Fox are
doing their best to sort out a
mess left behind by Gordon
Brown’s government. On the
Harrier, he was faced, he claimed,
with the option of keeping either

it or the RAF Tornado for
Afghanistan. In reality, of course
he had a bigger choice: His party
ring-fenced spending on the
National Health Service and the
budget for Overseas Aid, so that it
could not be accused by Labour
during the election of being
uncaring. He could have chosen
other priorities instead, such as
defense of the realm, and not
ended up with plane-free aircraft
carriers.

The Harriers were just the
standout cut on Tuesday. The
decision on renewing Trident,
Britain’s nuclear deterrent, will be
delayed until 2016—as expected.
Troop numbers will come down to
such an extent that Britain will no
longer be able to deploy a force of
45,000, as it did in Iraq. The
prime minister admits that only
30,000 troops could be assembled
if required for a future operation.
The Nimrod reconnaissance planes
are also to be scrapped and
overall U.K. defense spending is
being cut by 8%.

Beyond trying to save money,
what is Mr. Cameron up to? Clear
away all the rhetoric about the
U.K. remaining a power of
considerable influence with
strategic heft after the cuts, and it
becomes clear that this defense
review amounts to a considerable
downsizing of British ambitions.

The liberal-interventionist aims of
the Blair years are being
abandoned by a prime minister
who never bought the neo-
conservative analysis of threats
and how to deal with them.

The emphasis in the National
Security Strategy, the document
that accompanied the defense
review, is on cyberwarfare,
terrorism and the need to
maintain Britain’s position as a
small nation with a long and
successful history of trading its
way to prosperity. There are nods
to increased cooperation with
Europe (the French and the
British are discussing forging
closer links on the defense front)
and a commitment to the trans-
Atlantic alliance and NATO. But
this is what a British government
is expected to say when it is
publishing such papers.

The real driving force is Mr.
Cameron’s pragmatism, and his
view that Britain is going to have
other priorities in the next decade
and beyond. Hence the lack of
planes on the new aircraft
carriers: He calculates they won’t
be needed anytime soon.

The gamble is that after the
departures from Iraq and
Afghanistan and the heat of
conflict, there will be a
considerable cooling. During this
period he wants to concentrate on
dealing with Britain’s deficit and
hopes prosperity will follow.

On Wednesday, Chancellor
George Osborne will unveil the
results of the Comprehensive
Spending Review, laying out the
cutbacks in other government
departments designed to get
spending down.

But unexpected threats to
security have a habit of creeping
up on you. Gamble on the world
being a dull place for a while, and
the risk is of an unavoidable
conflict flaring up suddenly.

Hemmed in by the deficit and a
difficult inheritance, Mr. Cameron
can only hope that doesn’t happen
this time.

Prime Minister David Cameron announces the U.K. defense cuts on Tuesday.
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As instruments of power
projection the carriers will
be about as much use as a
chocolate fire-guard.
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Aviation

n Lockheed Martin’s third-quar-
ter profit dropped 28% to $571
million, down from $797 million a
year earlier. The latest period in-
cluded a 32-cent-a-share charge
related to an executive buyout
program while the year-earlier
quarter included a 15-cent tax-re-
lated gain.

i i i

Banks

n Bank of America’s third-quarter
loss widened as it wrote off $10.4
billion related to its credit-card
unit and reported much improved
credit quality. The U.S.’s biggest
bank by assets reported a loss of
$7.3 billion compared with a year-
earlier loss of $1 billion.

n U.S. regulators voted to forgo a
scheduled rate increase on banks
paying into the Federal Deposit
Insurance Corp.’s deposit insur-
ance fund after analysis showed
losses related to bank failures will
be less than previously thought.

n A U.S. judge approved Citi-
group’s revised pact with federal
securities regulators to resolve al-
legations the bank misled inves-
tors about $39 billion in subprime
mortgage assets it held.

n China’s securities regulator said
it will review plans by Bank of
China and China Construction
Bank. to raise as much as 135 bil-
lion yuan ($20.3 billion) in rights
issues in Shanghai and Hong
Kong, part of the banks’ plans to
bolster their balance sheets and
meet stricter capital require-
ments.

i i i

Construction

n South Korea’s financial regula-
tor said it has approved Korea De-
velopment Bank’s 3.3 trillion Ko-

rean won ($2.93 billion) plan to
acquire a controlling stake in Dae-
woo Engineering & Construction.

i i i

Drinks

n Coca-Cola’s fiscal third-quarter
profit jumped 8.4% to $2.06 bil-
lion, up from $1.9 billion a year
earlier. Coke also said it will buy
back $2 billion in shares by the
end of 2010, above its previous es-
timate for a buyback of “at least
$1.5 billion.”

i i i

Financial services

n Credit-card providers would no
longer be able to raise consumers’
promotional interest rates if
they’re less than 60 days behind
on a payment, according to a pro-
posal put forth by the U.S. Federal
Reserve. The proposal looks to
amend new credit-card regula-
tions that went into effect earlier
this year.

n Goldman Sachs’s third-quarter
earnings declined 40% to $1.9 bil-
lion down from $3.19 billion last
year. Investment-banking results
helped make up for weaker trad-
ing, though trading still carried
the quarter, contributing 71% of
the firm’s overall net revenues.

n Munich Re said billionaire in-
vestor Warren Buffett had further
increased his stake in the German
reinsurer and plans to buy more
voting rights over the next 12
months. Buffett, who is chairman
of investment company Berkshire
Hathaway, now owns more than
10% in Munich Re, the Munich-
based company said in a regula-
tory filing.

i i i

Health

n UnitedHealth Group’s third-
quarter profit jumped 23% as
claim costs fell and the company

reported commercial-membership
gains during the period. The larg-
est managed-care company in the
U.S. by revenue reported a profit
of $1.28 billion.

n Johnson & Johnson said its
third-quarter earnings rose 2.2%
to $3.42 billion from $3.35 billion
a year earlier.

i i i

Manufacturing

n SKF said it will acquire U.S.-
based Lincoln Industrial for $1 bil-
lion in a deal that will give the
bearings and sealants maker a
larger presence in North America.
The world’s largest producer of
industrial bearings said it expects
even more orders in the fourth
quarter.
n SKF of Sweden also raised its
financial forecasts after third-
quarter net profit increased more
than three-fold due to cost cutting
and better demand. Revenue
climbed 16.1% to 15.47 billion
Swedish kronor ($2.33 billion)
from 13.32 billion kronor a year
earlier.

i i i

Media

n New York Times Co. reported a
third-quarter loss of $4.3 million
compared with $35.6 million in
the prior year.

n McClatchy said its third-quarter
earnings fell 49% to $11.9 million
from $23.6 million in the year-ago
period.

i i i

Metals and mining

n Massey Energy, the U.S.’s sixth-
largest coal miner, is exploring
strategic alternatives, including a
possible sale, according to people
familiar with the matter.

n The institutional portion of
Coal India’s $3.43 billion initial

share sale was fully subscribed on
the second day of the issue, a per-
son with direct knowledge said.

n Minmetals Resources said it
agreed to buy Melbourne-based
Minerals & Metals Group from
Minmetals’ state-owned parent for
US$1.85 billion.

n Eurasian Natural Resources
said it agreed to buy all shares of
Mineracao Minas Bahia and 51% of
Mineracao Peixe Bravo’s shares for
a total of $304 million in cash.

i i i

Pharmaceuticals

n The U.S. Food and Drug Admin-
istration said it plans to reiterate
its warning that patients taking
the anticlotting drug Plavix should
avoid also taking the heartburn
drug Prilosec, despite a new study
that didn’t find evidence the inter-
action was dangerous.

i i i

Retail

n Alliance Boots, the British
pharmacy-led health and beauty
company, has a majority stake in
German pharmaceutical whole-
saler Andreae-Noris-Zahn, after
increasing its stake to 81.64%
from 29.99%.

i i i

Services

n Infosys Technologies’ head of
U.S. operations said he expects
the Indian outsourcing company’s
clients in its biggest market to be
more open to spending on long-
term outsourcing contracts in 2011
than in the previous couple of
years, unless there is a Lehman-
like situation.

i i i

Technology

n Intel said it plans to invest be-
tween $6 billion and $8 billion on

upgrading its manufacturing tech-
nology in U.S. facilities, including
building a new plant in Oregon.

i i i

Telecommunications

n Ofcom, the U.K. communica-
tions regulator ruled out an inves-
tigation into YouView TV, a joint
venture that will bring Internet
content and new video-on-demand
to the television in the first half
of next year, despite opposition
from several parties, including
Virgin Media and British Sky
Broadcasting.

i i i

Transportation

n Harley-Davidson reported that
net income more than tripled in
the third quarter, despite a 7.7%
drop in retail sales of its
motorcycles. The Milwaukee-based
company reported net income of
$88.8 million in the latest quarter,
up from $26.5 million, a year
earlier.

n Bajaj Auto, India’s second larg-
est two-wheeler maker by sales,
had a 69% jump in net profit for
the fiscal second quarter to 6.82
billion rupees ($154 million) as
motorcycle sales soared at a re-
cord pace and as non-operating
income nearly quadrupled.

n Hero Group is shortlisting
bankers to raise funds for buying
Honda Motor’s 26% stake in their
Indian joint venture, Hero Honda
Motors, for about $2 billion, three
people familiar with the matter
said. New Delhi-based Hero Group,
controlled by the Munjal family,
plans to purchase Honda’s stake
through debt, the people said.

BUSINESS WATCH

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

Porsche AG Chief Executive Matthias Mueller, left, and Porsche Automobil Holding President Martin Winterkorn sit in a Porsche Carrera GTS before the company’s annual news conference in Stuttgart. Mr.
Winterkorn said an acquisition of the German auto maker by Volkswagen could be delayed by legal and tax issues beyond the end of 2011, but that a sale of its sports-car operations to VW is still possible.

Porsche discusses alternatives to full buyout by Volkswagen

Reuters
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French nationwide strikes intensify
PARIS—French labor unions

vowed to keep demonstrating in the
streets, thwarting gasoline supplies,
flights and public transport, as roll-
ing strikes against President Nicolas
Sarkozy’s pension overhaul enter
their second week.

The protests—which are the big-
gest resistance to economic-auster-
ity measures across the European
Union but which Mr. Sarkozy has
vowed won’t derail the government
plans—could tarnish the leader’s
presidency, fewer than two years
before the next elections.

French people so far have shown
sympathy for worker protests, ac-
cording to several opinion polls. But
as the strikes continue and become
more crippling, with sporadic vio-
lence, the tide may turn in favor of
Mr. Sarkozy. Political analysts said
the French president’s intransigence
could eventually become an asset.
Many of Mr. Sarkozy’s predecessors
have backed down in the face of
public protests.

“The more radical the protests
get, the better for Mr. Sarkozy,” said
François Miquet-Marty of French
polling group Viavoice. “French peo-
ple don’t like it when strikes disrupt
their everyday life.”

The confrontation with unions is
proving a major test for Mr.
Sarkozy, who has said he won’t give
in to street protests, and repeated
on Tuesday that he aimed to press
ahead with the pension overhaul.

“The biggest problem would be if
I failed to do my duty, to make sure
that we can pay for today’s and to-
morrow’s pensions,” Mr. Sarkozy
told journalists during a briefing in
the northern French city of Deau-
ville.

Mr. Sarkozy says French people
can’t afford to retire earlier than
people in most of their EU neigh-
bors, which have cut pension bene-
fits or raised future retirement ages
in accordance with rising life expec-
tancies. To bridge a growing short-
fall in France’s state-run pension

funds, he has proposed increasing
the standard, minimum retirement
age to 62 years old from 60.

On Tuesday, unions organized a
sixth day of nationwide marches in
two months, saying they want the
standard age to remain at 60. They
caused disruptions, notably in the
public-transport and education sys-
tems.

Between a third and half of
flights to and from Paris’s main air-
ports were canceled. In Lyon and in
the Paris suburbs, several cars were
burned when youths clashed with
riot police. Classes were disrupted
or canceled at between 5% and 10%
of France’s high schools, according
to the Education Ministry and stu-
dent unions.

The main cause of crippling dis-
ruption is refinery workers, who

have been on strike for more than a
week. French motorists are strug-
gling to fill their tanks as about a
third of France’s 12,500 gas stations
have run dry, the government said.

Prime Minister François Fillon
said Tuesday that the government
would step in to unblock fuel depots
and promised the gasoline supply
would return to normal within four
or five days.

French government officials said
they expected protests would wane
when the pension bill is approved
by Parliament, possibly later this
month, and when many people go
on vacation next week.

But some union leaders said they
were determined to protest further.

“We won’t go back quietly to our
rooms,” Charles Foulard, a delegate
with the CGT union at the Grand-

puits refinery near Paris, said in a
telephone interview. “Perhaps that
is what Mr. Sarkozy is hoping for
but it won’t happen.”

Social-welfare bills have crippled
governments in the past. In 1995,
newly elected President Jacques
Chirac indicated he might call into
question the special pension bene-
fits of some workers, such as train
drivers, who could retire at 50 or
55. In response, transport workers
brought France to a three-week halt,
and Mr. Chirac didn’t try to enact
other major changes to benefits in
his next 12 years in office.

Other EU countries have in re-
cent years increased their retire-
ment ages and cut pension pay-
ments to respond to slow growth
and longer life spans. In 2007, Ger-
many opted to gradually increase its

standard retirement age to 67 from
65. Last year, Italy pegged future re-
tirement ages to rising life expec-
tancy.

France reduced the minimum re-
tirement age to 60 from 65 in 1983
under Socialist President François
Mitterrand. Unions saw this as a
major social victory, ranking along-
side five weeks of annual vacation,
a minimum wage and the 35-hour
workweek.

More recently, France has re-
duced some pension benefits. But in
its effort to avoid cutting monthly
payments to pensioners, it has also
piled up debt. If no changes are
made to the system, the annual defi-
cit of state-run pension funds could
exceed €45 billion ($62.7 billion) by
2020, according to a council advis-
ing the government.

BY DAVID GAUTHIER-VILLARS

Firefighters extinguish burning cars during protests in Lyon by high-school students Tuesday. As many as 10% of classes were disrupted or canceled nationwide.
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the International Monetary Fund,
Dominique Strauss-Kahn, said Mon-
day in Shanghai.

In the U.S., Europe and Japan,
meanwhile, interest rates remain
stuck at historic lows. With the re-
covery so far having done little to
repair the economic damage from
the crisis, policy makers are looking
for ways to push them even lower in
hopes of giving growth more of a
boost. That divergence in economic
fortunes is showing up in both trade
tensions, most notably with the U.S.
and Europe pushing China to let its
currency rise, and rapid flows of in-
vestor money into emerging mar-
kets. Those strains threaten to over-
shadow the summit of the Group of
20 major economies next month.

China’s central bank, as is its
usual practice, didn’t elaborate on
the reasons for its interest-rate
move, which came two days before
economic data for September and
the third quarter are due to be pub-
lished. But economists see stub-
bornly high housing prices as one of
the main drivers of its decision.
Since April, Chinese authorities
have taken numerous measures to
curb speculative purchases and

Continued from first page make housing more affordable for
average citizens, taking aim at a
problem that leaders have said
could threaten social stability.

But those policies produced few
solid results: While sales cooled,
housing prices were flat for just
three months, on official figures, be-
fore they started rising again in
September. According to real-estate
agency Soufun, prices jumped 13%
from August in the eastern city of
Hangzhou, and 45% in the southern
resort town of Haikou. That likely
strengthened the argument for
tougher measures to deal with the
problem, economists said.

With returns on bank savings
low—the benchmark one-year de-
posit rate will rise to just 2.50% af-
ter Tuesday’s move—Chinese house-
holds have a strong incentive to put
their money into assets that prom-
ise a better return.

Broader measures of inflation
have been picking up, with con-
sumer prices in August up 3.5%
from a year earlier, further eroding
the gains to savings. So the only
way to “puncture the housing bub-
ble” is to get rates higher, said Stan-
dard Chartered economist Stephen
Green.

The interest-rate move marks a
shift in strategy by authorities,
which had previously relied on ad-
ministrative controls such as limits
on bank lending and changes in re-
quired mortgage down payments.
“Today’s decision to hike rates sug-
gests that Beijing feels these earlier,
more targeted measures are no lon-
ger enough to keep the economy on
an even keel,” said Royal Bank of
Canada economist Brian Jackson.

World Bank economists have for

several months been arguing that it
would be beneficial for Chinese pol-
icy makers to use more market-
based measures such as interest
rates, rather than old-style quotas.

“This is largely a question of effi-
ciency and of better allocation of fi-
nancial resources,” World Bank
economist Louis Kuijs told reporters
in Beijing on Tuesday, at a briefing
before the rate hike was announced.

The same arguments have also
been used to encourage China to let
the yuan follow market pressures to
appreciate. China has done that to a
limited extent—its currency is up
2.5% against the dollar since a June
pledge of exchange-rate flexibil-
ity—but continues to intervene
heavily to restrain the exchange
rate. But higher interest rates and a
stronger exchange rate both tend to
cool down the economy, and policy
makers may be reluctant to risk too
sharp of a slowdown by using both.

So the interest-rate increase low-
ers the chances of a large rise in the
Chinese yuan, said Royal Bank of
Scotland economist Ben Simpfen-
dorfer. China “typically avoids hik-
ing through multiple policy instru-
ments simultaneously,” he said, and
“will more likely wait to see the im-

pact of today’s hike, including its
impact on capital inflows, before al-
lowing the currency to appreciate at
a more rapid pace.”

It is less clear how the interest
rate move will affect inflows of for-
eign investment, which have been
picking up in recent months and
drawing concern from Chinese offi-
cials worried about additional up-
ward pressure on the exchange rate.

Nicholas Lardy, a China specialist
at the Peterson Institute for Inter-
national Economics, said the higher
rates will attract more money into
China, which would require authori-
ties to buy more dollars to restrain
the yuan.

“They’re going to have to work
harder to keep the yuan from ris-
ing,” he said.

But China tightly controls flows
of capital across its borders, mean-
ing it isn’t easy for investors to
make trades to take advantage of
the interest-rate differential. And if
authorities successfully cool down
housing prices, real estate could be-
come a less tempting target and
thus reduce such inflows.

—David Wessel in Washington
and Owen Fletcher and Liu Li in

Beijing contributed to this article.

Source: Thomson Reuters Datastream

Up, at last
China’s benchmark interest rates
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Europe

n In France, nationwide strikes
and demonstrations against
planned pension reforms caused
widespread disruption for the
sixth time in two months as street
clashes with riot police gave the
protest movement a new, more vi-
olent slant. The reform bill has al-
ready passed the lower house of
Parliament and awaits a vote
Thursday in the Senate.

n In Germany, federal prosecu-
tors said they have charged eight
people with supporting al Qaeda
and other terrorist organizations
by allegedly spreading propaganda
on the Internet. The suspects,
aged between 17 and 30 years old,
were members of the German sec-
tion of the Global Islamic Media
Front, the federal prosecutors
said.

n Expectations for Germany’s
economy fell slightly in October,
although at a much gentler rate
than in the previous month, the
ZEW research institute said. The
ZEW said its closely-watched eco-
nomic expectations index fell to
-7.2 points in October, its lowest
level since January 2009.

n In the U.K., Prime Minister
David Cameron presented the re-
sults of Britain’s Strategic Defense
and Security Review to parlia-
ment, which cuts thousands of
troops, Naval and Air Force per-
sonnel and trims or postpones
weapons programs. The U.K. will
also withdraw all of its 20,000
troops based in Germany by 2020.

n A Saudi prince was convicted
of murdering one of his servants

in a frenzied attack in a British
hotel. A jury found Prince Saud
Abdulaziz bin Nasser al Saud
guilty of murdering Bandar Abdul-
lah Abdulaziz at the Landmark
Hotel in London on Feb. 15. The
34-year-old prince, whose grand-
father is a brother of the current
Saudi king, faces a possible life
prison term in prison when he is
sentenced on Wednesday.

n The euro zone’s current ac-
count deficit widened in August as
surpluses in goods and services
trade narrowed, data from the Eu-
ropean Central Bank showed. The
current account in August was
€7.5 billion ($10.49 billion) in defi-
cit, compared with a revised defi-
cit of €4.1 billion in July. That is
the largest shortfall since the €7.5
billion deficit in September 2009.

n European Central Bank presi-
dent Jean-Claude Trichet said Eu-
ropean Union member states must
continue to upgrade their statis-
tics as not all statistics are “reli-
able.” He did not say which coun-
tries he was referring to.

n European Union governments
reached agreement on new rules
for hedge funds and private equity
firms, adding small changes to
ease French concerns the rules
would allow offshore funds to op-
erate in the EU without adequate
legal scrutiny.

n The European Union moved a
big step closer toward a ban on
cloning farm animals and a prohi-
bition of imports of cloned live-
stock and their meat and milk,
which would be another stumbling
block for the powerful U.S. farm
biotechnology industry. The EU al-
ready bans the planting of all ge-

netically modified crops except for
one kind of corn, keeping U.S.
companies like Monsanto and Du-
pont out of the EU’s $7 billion-a-
year seed market.

n The Czech Republic’s prime
minister said the choosing of a
winner of the country’s largest-
ever nuclear power tender will be
delayed by a year to 2013.

n A handful of insurgents at-
tacked the parliament in the
strife-torn Russian republic of
Chechnya, killing three and
wounding 17, Russian officials
said. The four attackers killed two
police guards at the entrance to
the parliament compound around
8:45 a.m., officials said.

i i i

U.S.

n U.S. home construction rose
0.3% in September, reaching its
highest level since government
home-buying incentives ended in
April.

n The Defense Department said
it is accepting openly gay recruits,
but is warning applicants that the
moratorium could be reversed at
any point. A federal judge in Cali-
fornia will likely deny a govern-
ment request to delay her order
halting the military from enforc-
ing its ban on openly gay troops.

n Someone fired shots at the
Pentagon in what security officials
described as “a random event.” No
one was injured in the predawn
incident in which shots were fired
into two windows at the Defense
Department just across the
Potomac River in suburban
Virginia.

i i i

Americas

n Canada’s central bank halted a
string of interest-rate increases it
started in June, warning that in-
ternational currency tensions
could hamper global recovery and
forecasting slower growth than it
had projected a few months ago.

i i i

Asia

n China’s central bank raised in-
terest rates for the first time in
nearly three years, the strongest
move yet by Beijing to withdraw
stimulus that helped the economy
weather the global slump but now
threatens to fuel inflation. The
People’s Bank of China said it will
raise the one-year yuan lending
rate to 5.56% from 5.31%, and the
one-year yuan deposit rate to
2.5% from 2.25%.

n China could help stem the ris-
ing inflation it is likely to face in
the short term by guiding the
yuan higher, the World Bank said.

n Rescuers recovered the bodies
of the last of the 37 coal miners
trapped by a gas leak at a Chinese
mine over the weekend. The State
Administration of Work Safety
said the bodies were found after
300 rescuers dug through 2,500
metric tons of coal dust.

n Japan’s finance minister Yoshi-
hiko Noda showed renewed con-
cerns over the yen’s strength,
again declaring the government’s
readiness to intervene in the cur-
rency market.

n India has created a tribunal
to punish those who sully the for-

ests or rivers or otherwise break
its environmental laws in the
hopes of clearing a backlog of
some 5,000 such cases languishing
in a sluggish court system. It be-
comes only the third country to
set up a separate judiciary for
environmental cases, after Austra-
lia and New Zealand, Environment
Minister Jairam Ramesh said.

n An Afghan detainee found dead
in his holding cell in southern
Kandahar province Sunday ap-
pears to have been shot by one or
more coalition soldiers, according
to Afghan and allied officials. Sol-
diers removed other inmates from
the holding cell in which the de-
tainee was held before the shoot-
ing, Afghan and coalition officials
told The Wall Street Journal.

n Pakistan’s intelligence agency
was deeply involved in planning
the 2008 terror attack on Mum-
bai, going so far as to fund recon-
naissance missions to the Indian
city, according to a report on the
interrogation of a U.S. citizen con-
victed in the attack.

i i i

Middle East

n Dubai’s police chief says a sus-
pect in the killing of a Hamas op-
erative in the city-state has been
arrested in Canada but that the
arrest is being covered up.

n In Yemen, security officials said
that government forces have
trapped al Qaeda militants in a
village in the southern province of
Abyan after a week of bombard-
ments that have driven hundreds
of civilians out of the area.

i i i

Africa

n In Guinea, a political demon-
strator was killed by police in the
capital Conakry, a political party
official said, in one of several vio-
lent street clashes ahead of a
planned presidential poll. Bah
Oury, the vice president of the
Union for the Democratic Forces
of Guinea, said the young man
who supported his party was
killed during a clash between po-
lice, security forces and party sup-
porters.

i i i

Australia

n Prime Minister Julia Gillard
opened the first parliamentary de-
bate on its nine-year military de-
ployment in Afghanistan with op-
timism the U.S.-led coalition now
has the right strategy to defeat
the Afghan insurgency. The three-
day debate was unlikely to lead to
any major policy change.

i i i

Oceania

n An earthquake rattled the
southern New Zealand city of
Christchurch, cutting power and
phone service just weeks after a
more powerful quake caused ex-
tensive damage. New Zealand’s
geological agency GNS Science
said Tuesday’s magnitude 5.0
quake was centered six miles (10
kilometers) southwest of the city
and just five miles (nine kilome-
ters) below the surface.

WORLD WATCH

WSJ.com
To read more about these items,
and for all the latest breaking
news, go to WSJ.com/WorldIranian President Mahmoud Ahmadinejad, right, greets his Venezuelan counterpart Hugo Chavez during a welcoming ceremony. Mr. Chavez arrived Monday night

for talks to discuss bilateral and international issues and follow up the 186 agreements the two countries have signed in the last five years.

Iran’s Ahmadinejad welcomes Venezuela’s Chavez to Tehran

European Pressphoto Agency
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Cameron unveils defense cuts
LONDON—The debt-strapped

U.K. government announced an 8%
spending cut in its military budget,
betting that it can axe personnel
and military hardware without jeop-
ardizing the country’s continued
place among the world’s biggest
military powers.

The cuts announced Tuesday by
British Prime Minister David Cam-
eron mark the biggest one-off re-
duction at Britain’s Ministry of De-
fense since World War II. The
prospect of sharp reductions in the
military services of the U.K—the
biggest military ally of the U.S.—has
spurred worry in Washington.

The cuts are the result of a stra-
tegic defense review ordered up by
the U.K.’s new Conservative-led co-
alition government shortly after it
took office. It is the first such re-
view in over a decade, and one pri-
mary impact will be major person-
nel reductions.

Mr. Cameron announced that the
British army will lose 7,000 of its
103,000 personnel by 2015. Naval
manpower will fall by 5,000 to
30,000. The Royal Air Force will lose
5,000 of its 38,000 positions. An-
other 25,000 civilian jobs will be
lost.

All of the services will also lose
equipment. The British navy that
once claimed to rule the seas will
lose four frigates and battleships,
while the Royal Air Force will lose
the Harrier aircraft that was a
source of British pride for 40 years.
The U.K. will also postpone replac-
ing its seaborne nuclear deterrent
until after the next election in 2015.

In a cut that isn’t spelled out in
the review, the UK. will slash its or-
der of the Joint Strike Fighter—a
new high-tech jet being jointly de-
veloped with the U.S. and mainly
built by Lockheed Martin Corp.—to
about 40, with an option to buy
more later, one person familiar with
the matter said. The U.K. was once
expected to buy 138 of the jets.

U.S. Secretary of State Hillary
Clinton raised concerns about the
looming cuts during a visit to Eu-
rope last week. Seeking to allay con-
cerns, Mr. Cameron on Monday
phoned President Barack Obama to
reassure him that the U.K. will re-
main a big military power.

On Tuesday, Mr. Cameron pre-

dicted the cuts would spare the mil-
itary’s core functions and predicted
that spending would begin to in-
crease again after 2015. He said that
even after the cuts, Britain’s mili-
tary budget would be the world’s
fourth-largest and the country
would be able to meet its commit-
ment to the North Atlantic Treaty
Organization of spending over 2% of
gross domestic product on defense.

“Britain has traditionally
punched above its weight in the
world and we should have no less
ambition in the decades to come,”
he told parliament Tuesday.

Many political observers said the
cuts could have been worse. On
Wednesday, Mr. Cameron will re-
lease his broader blueprint for cut-
ting the U.K.’s record deficit. After a
battle between the Treasury and
Ministry of Defence, the government
has kept the defense cuts well below
the 25% reductions it is expected to
seek from other departments.

“This is muddling through, car-
rying on doing everything but with
less money,” said Dr. Paul Cornish,
from the think tank Chatham House.
“But at least it is not a Treasury-led
slash-and-burn operation.”

Frank Miller, a former member
of George W. Bush’s National Secu-
rity Council, said U.S. officials would
be pleased that the U.K.’s defense
review didn’t go farther. The capa-
bilities the U.S. values in the
U.K.—including a nuclear deterrent,
special forces, intelligence-gathering
and the ability to deploy a brigade
overseas—remain in place, he said.

But the cuts follow a longer-term
trend that has accelerated since the
end of the Cold War and could her-
ald further squeezes in the future.
“These cuts don’t push the U.K. past
the tipping point, but it brings it
dangerously close to that tipping
point,” said Thomas Donnelly, a di-
rector of the Center for Defense
Studies in Washington.

The new military budget is also
aimed at repositioning the U.K. for
what Mr. Cameron calls the “age of
uncertainty,” in which Cold War
fears of conventional state-on-state
conflicts are replaced by terrorist
threats, insurgencies and cyber war-
fare.

To that end, Mr. Cameron an-
nounced 40% cuts to tanks and
heavy artillery and plans to with-
draw the 20,000 British troops sta-
tioned in Germany some 10 years
earlier than planned. He promised
to invest in special forces and cyber
warfare.

For long the world’s dominant
armed force, the U.K. military still
managed to remain relevant even
after being eclipsed by the U.S. and
Russia after World War II. Britain’s
active military and nuclear deter-
rent has given the country heft on
the global stage even as its compar-
ative economic size fell.

Mr. Cameron blamed the need
for cuts on the overspending and
mismanagement of programs by the
previous Labour regime, which gov-
ernment auditors say left a €37 bil-
lion black hole. One project being
axed is the Nimrod reconnaissance

plane, which was eight years late
and 200% over budget.

Arguments on the defense bud-
get have proved the most heated
within the U.K.’s spending review in
a country whose self identity is
tightly bound with its military his-
tory.

Like many ex-service personnel,
Stuart Tootal took the afternoon off
work to hear Mr. Cameron’s state-
ment. “Anyone who has served is
going to feel the pain of this,” said
Mr. Tootal, a former paratroop com-
mander in Afghanistan. Mr. Tootal
said he worried the cuts may affect
morale of soldiers set to deploy to
Afghanistan, where 340 British sol-
diers have died.

One of the most controversial
decisions involved whether the U.K.
should continue building two multi-
billion-pound aircraft carriers, even
as it was cutting costs and conclud-
ing that threats to the U.K. were less
likely to come from conventional
warfare.

On Tuesday, the government an-
nounced that it is going ahead with
the construction—but with delays
and odd consequences.

One carrier will be completed—
and then immediately put on “ex-
tended readiness,” or mothballed, to
save costs; it may be sold to another
country later. The other carrier will
be delayed so it can be fitted with
new technology that allows a wider
variety of planes to land on it, in-
cluding the U.K.’s version of the
Joint Strike Fighter, a plane that is
being developed with the U.S.

The moves come as the U.K. is
also retiring both its Harrier jet
fleet and its flagship carrier, the Ark
Royal. The upshot is that the British
will have no carrier-strike capability
for a number of years.

Ed Miliband, the leader of the
opposition Labour party, said this
will leave Britain with “aircraft car-
riers without aircraft.”

The government argues that the
country has been without carrier-
strike capability before and that the
delay allows one carrier to be fitted
with so-called “cat and trap” tech-
nology, which will allow it to fly car-
rier variety of the Joint Strike
Fighter. This is significant because
it allows Britain to buy a cheaper
version of the JSF and allows the
U.S. and France to land their jets on
the ship, the government argues.

BY ALISTAIR MACDONALD

Army
Britain's army will be cut by 7,000 troops
to 95,500 by 2015.

Tanks and heavy artillery numbers to be
reduced by 40%.

Air Force
Nimrod reconnaissance aircraft program
will be canceled.

Manpower at the Royal Air Force will be
cut by 5,000 to 33,000 by 2015.

U.K.'s Harrier jump jets will be removed
from service in 2011.

Navy
Naval manpower will be cut by 5,000 to
30,000 by 2015.

Two new aircraft carriers will be built,
though one will be mothballed.

HMS Ark Royal aircraft carrier will be
decommissioned four years early.

Civilian personnel
The Ministry of Defence will cut its
civilian staff by 25,000 by 2015.

Retreat | The U.K. is cutting thousands of military jobs in a bid to reduce the deficit

Photos: Reuters (soldier, building); Getty Images
(Harrier jet, ship)

British Army soldier of C Squadron Harrier jet of 1(F) Joint Force Squadron Royal Navy ship HMS Ark Royal Ministry of Defence building, London

Reductions
may hit growth,
group warns

LONDON—With the U.K. govern-
ment set to present a nervous na-
tion with the details of impending
budget cuts Wednesday, a respected
economic research institute cau-
tioned that the reductions by the
center-right coalition may push the
economy back into recession.

The National Institute of Eco-
nomic and Social Research issued a
study showing the chances are one
in five the spending cuts will cause
the economy to contract next year.
If that happens, the government will
have to put austerity on hold and
provide some stimulus to growth,
NIESR said.

“If the economic situation wors-
ens noticeably, then the government
should make it clear it stands ready
to undertake a temporary fiscal
stimulus,” NIESR said. “This could
be based on a temporary national
insurance holiday or temporary tax
rebates.”

Even if the economy continues to
grow, the institute said, it will do so
at a slower pace than forecast by
the Office for Budget Responsibility.
In that case, tax revenues will in-
crease less rapidly than the OBR ex-
pects, putting the government’s
five-year timetable at risk.

In its budget outlined in June,
the government called for eliminat-
ing its structural deficit by the fiscal
year ending March 2015. Having
spent the months since then looking
for ways to achieve that goal, the
government is expected to announce
deep, across-the-board spending
cuts Wednesday.

One of the U.K.’s oldest and most
respected economic research bodies,
the NIESR is aided by the Bank of
England, the U.K. Treasury and the
Office for National Statistics, among
others. Its former director, Martin
Weale, is the newest member on the
BOE’s Monetary Policy Committee.

NIESR said it expects the econ-
omy to grow by 1.6% this year and
next. In July, it forecast growth of
1.3% this year, and 1.7% next. A dou-
ble-dip recession is unlikely, NIESR
said. Its forecast for growth in 2011
is much lower than that of the OBR,
which said in June that it expected
gross domestic product to increase
by 2.3% next year.

BY PAUL HANNON

Source: U.K. Office for National Statistics Note: At current prices and exchange rates
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35.8

Spending,
per capita World share

$2,100

75

1,026

946

378

401

555

1,603

30

598

43.2%

6.6

4.2

3.8

3.5

3.3

3.0

2.7

2.4

2.3

Big spenders | Top world–wide military states, 2009
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From farm house
to haunted house:
cultivating horror
G LENN Boyette used to be

afraid he’d lose his family
farm. Now he’s busy making

money by making other people
scared. Over the past four years,
Mr. Boyette has built three
haunted houses and four other
Halloween attractions on his 60-
hectare farm in Clayton, N.C. That
has left just 16 hectares for har-
vesting hay, sweet corn and wa-
termelon—crops that, along with
tomatoes, used to claim the entire
land.

“We raised livestock and pro-
duce for many years and it just
got tighter and tighter,” says Mr.
Boyette, 58, who took over the
farm from an uncle in the late
1980s and over time saw profits
dry up. From the months of Sep-
tember to January, he says, about
35,000 visitors drop by to experi-
ence the haunted houses, 3-D ad-
venture, spinning vortex, haunted
trail, corn maze and a Christmas
light show. Tickets cost between
$7 and $25. Revenues, says Mr.
Boyette, have doubled since the
shift away from farming. “People
love to be entertained more than
they love to eat,” he says.

Looking to diversify their
sources of income, small farmers
are expanding their “agritourism”
or “agri-tainment” operations be-
yond the traditional pumpkin-
picking, hayride and petting zoo.

They’re erecting haunted man-
sions, dizzying corn mazes and
other elaborate attractions on
their properties. In some cases,
they convert them into holiday
spectacles and other themed ex-
hibits to keep visitors coming for
a longer season.

“We realized this was going to
save our farm,” says Randy Bates,
who turned his Gradyville, Pa.,
family farm into a more than $1
million annual business from one
that only grossed roughly $50,000
a year.

Sales began booming in the
late 1990s, soon after he added
the Bates Motel, a haunted-house
attraction, to the 33-hectare prop-
erty, plus a haunted hayride and

corn maze. Now instead of work-
ing a second job on top of farming
to make ends meet, Mr. Bates runs
Agritainment Inc. full time all
year round.

He says some of the more than
60,000 guests who visit his farm
every year aren’t fooled when the
last room of the Bates Motel be-
comes Santa’s workshop in No-
vember. “Kids have said to their
parents, ‘I’m not going in there.
It’s scary,’ ” says Mr. Bates.

Scott Skelly designs and cuts
corn mazes for farmers like him-
self, charging on average between
$2,000 and $5,000 per labyrinth.
The larger the field—and the
harder for humans to navigate
it—the higher the price.

The 22-year-old started his job
as a hobby when he was just nine
years old. That led him to self-
publish a book on the subject in
2004 while a high-school sopho-
more called “Corn Mazes: Is There
a Pot of Gold in Your Corn Field?”

This year, Mr. Skelly designed
20 mazes, double the number in
2009. He says the increase re-
flects the hard times that have
fallen on many small farms, in-
cluding his own family’s 90-hect-
are ranch in Janesville, Wis.

While prices for major com-
modities such as corn and soy-
beans have climbed of late, small
family farms have struggled in re-
cent decades.

Only 45% of the 2.2 million
farms nationwide show positive
net cash income from farming, ac-
cording to the U.S. Department of
Agriculture’s 2007 census report,
its most recent. The rest need to
supplement their revenue with
other sources to cover their ex-
penses. Prices for milk, corn and
other farm commodities “depend
on supply and demand, and so
farmers can’t necessarily get a
high enough price,” says Mr.
Skelly. “With agritourism, farmers
have the opportunity to name
their own prices and make a lot
more money.”

The Haunted House Associa-
tion estimates there are more
than 500 farms in the U.S. that
feature Halloween attractions.

That’s a hair-raising statistic
for some farmers’ neighbors, who
must put up with piercing
screams, buzzing chainsaws and
flashing lights throughout the
month of October or longer.

Conestoga, Pa., a rural town-
ship with 3,800 residents, added
its first noise ordinance soon after
Bob Hershey set aside more than
half of his family’s 18-hectare
farm in 1986 for a haunted hay-
ride. Mr. Hershey, who’s added
several attractions, including a
3-D pirate ghost ship, says he re-
ceives about 15,000 thrill-seeking
visitors at his property every fall.

Many farmers say they recruit
family members and friends to
spook visitors by dressing up as
knife-wielding zombies, killer
clowns and movie villains like
Freddy Krueger. Sabrina Kent
Doolan says she pays a friend to
ride around her Jamestown, Ind.,

farm as a headless horseman on
weekends leading up to Hallow-
een. “It actually started out as a
horse farm, and it just wasn’t cut-
ting it,” says Ms. Doolan of her
68-hectare property. “We were do-
ing a whole lot of work for not
nearly enough money.” In 1999,
she decided to give haunted hay-
rides a try and later transformed
a barn into a haunted house. “My
dad thought I had gone nuts,”
says Ms. Doolan, who also hires
local schoolchildren for ghoulish
role-playing.

Farmers have a natural advan-
tage over big-city haunts in scar-
ing patrons, thanks to the popu-
larity of horror movies set in
remote areas like “Texas Chainsaw
Massacre,” says Brady Armour, co-
owner of Unit 70 Studios, a Co-
lumbus, Ohio, monster maker.

Some of his best sellers are
farm-related props such as ani-

mated demonic scarecrows, pump-
kin-faced ghouls and “Pigzil-
las”—giant pig heads that shoot
out of a box, spray water and
thrash around. All items are hand-
made and cost more than $400
each. An animated, three-meter-
tall grim reaper retails for $5,100.

Mr. Armour says he’s seeing
more orders from farmers in re-
cent years for all sorts of props,
including dummies of phantom pi-
rates, rotting corpses and mad
scientists. “Farming in general can
be a scary business,” he says. Add-
ing haunted and other attractions
“is a way for farmers to meet
their fears head on.”

BY SARAH E. NEEDLEMAN

Patrons of Clayton Fear Farm, top, walk through a 3-D attraction. The structure used to house livestock.
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ONLINE TODAY: See photos
from the Clayton Fear Farm
at WSJ.com/US

Proprietor Glenn Boyette now uses most of Clayton Fear Farm for Halloween.
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NFL labors over deal
CHICAGO—Even as the NFL

romps through a season of record
television ratings, the owners, and
some of the league’s key sponsors
and corporate partners, are bracing
for what could be a debilitating
player lockout next spring.

In a private meeting this month
at the league’s annual fall owners’
gathering, NFL officials presented a
sobering financial forecast.

According to two senior league
officials who have seen the report, it
stated that the lack of progress on a
new contract with the players union
had begun to create financial
losses—and that even if a deal were
reached late next summer that al-
lowed the league to play the entire
season, total losses could reach $1
billion.

EA Sports, a merchandising lic-
ensee, has already requested a $30
million reduction in its scheduled
payments because of the labor un-
certainty, according to people with
knowledge of the discussions. An EA
Sports spokesman confirmed that
talks with the league are ongoing.

If there’s no deal in place by
March 1, the NFL report said the
league could expect to lose $125 mil-
lion as existing corporate partners
demanded discounts on sponsorships
and others decided not to sponsor
late-season events like the Pro Bowl.

The report said owners could ex-
pect to lose $400 million in March
alone, the prime month for fans to
renew season tickets and for the

league to organize games abroad.
From April through August, the re-
port said losses from a labor dead-
lock would climb by an additional
$500 million as preseason games are
missed. NFL officials said each team
could expect to lose about $8 million
for every canceled home game.

Given the immediate losses and
the potential for more in the near
future, NFL officials said that if the
league can’t agree with the players
on a new collective-bargaining
agreement soon, the league’s future
proposals to the union are likely to
get worse rather than better. “In
any negotiation, when there are less
revenues on the table, the proposal
gets worse for everybody,” NFL
commissioner Roger Goodell said in
an interview last week.

DeMaurice Smith, executive di-
rector of the NFL Players Associa-
tion, and George Atallah, the union’s
deputy executive director, acknowl-
edge the prospect of a lockout is al-
ready rankling sponsors and causing
financial problems for the league.
But the officials said the figures
wouldn’t have any effect on the
union’s bargaining approach and
that the disclosures were an at-
tempt to make it look like the losses
would be the players’ fault.

The central issue that divides the
owners and players is the NFL’s de-
sire to reduce the share of league
revenue set aside for player salaries
by roughly 18% or about $1 billion
beginning next year, by the union’s
calculations. Owners said they need
to keep more of their profits so they

can enhance stadiums and pursue
new ventures, such as improving the
NFL Network and holding more in-
ternational games. The owners also
want to institute a new wage scale
for rookies that would reduce the
amount teams must pay to untested
players who may not pan out.

Union officials said the players
oppose any overall salary cuts. They
said they didn’t support the argu-
ment that the owners should be al-
lowed to keep more of the leagues’
profits and noted that the owners
will continue to receive some $4 bil-
lion in television-rights fees during
any potential lockout. The league
would have to reimburse the net-
works in later years.

Unlike other labor disputes in
sports, the NFL’s teams aren’t hit-
ting hard times. NFL officials con-
firm that every team is profitable.

The NFL says the losses are
mounting quickly because the league
is a much more complicated entity
than it was in the early 1990s, when
the league and the union created the
framework of the current labor deal,
which is due to expire on March 3.
While total revenue is expected to
approach $9 billion in 2011, the
league has become much more reli-
ant on long-term deals with TV net-
works and corporate sponsors that
are trying to plan their marketing
budgets for the next 18 months.

According to league officials,
locking in revenue for the long term
is essential because the league and
its teams are carrying $8.5 billion in
debt and are beholden to a group of

20 to 30 insurance companies and
financial institutions that are due
several hundred million in annual
interest payments, whether or not
games are played.

Mr. Grubman said debt on stadi-
ums that the league itself is respon-
sible for—as opposed to individual
teams—has increased 20 times in
the past decade, to about $1 billion.
Twenty years ago each franchise
was limited to $35 million in debt.
Today it’s $150 million.

Owners say increased costs have
forced them to look for ways to
boost revenue and roll back salaries.

Chief among these strategies is a
plan to extend the regular season to
18 games from 16. League projec-
tions say adding two regular season
games (and eliminating two pre-
season games) would produce an
additional $500 million annually.

New England Patriots owner
Robert Kraft said his partners are
holding off on new business endeav-
ors such as building new stadiums
without government funding or up-
grading existing buildings. “We’re
not going out and doing things and
being entrepreneurial,” he said. “So
we lose and the players lose.”

BY MATTHEW FUTTERMAN

Cleveland Browns players show solidarity for the NFL players union last month.

A
ss

oc
ia

te
d

Pr
es

s

Last season’s UEFA
Champions League winners,
Inter Milan, meets one of this
year’s competition debutants,
Tottenham Hotspur, at the San
Siro on Wednesday, but the
game is not a mismatch.

Inter’s caliber as three-time
winner of this tournament is
undoubted, but Tottenham has
its own European pedigree and
Sporting Index quotes Inter’s
supremacy—the number of
goals it is predicted to win
by—at a slim 0.75.

Although the London side
has not lifted a continental tro-
phy in more than 25 years, it
has regularly appeared in the
Europa League in recent years
and looks finally to have built a
squad capable of challenging on
multiple fronts.

Inter beat Werder Bremen
4-0 in its last European game
but that is one of just two vic-
tories by more than a single

goal this season. Backing the
visitor with a +1 Asian Handi-
cap at 4/6 could be worthwhile.

Tottenham striker Robbie
Keane had a short spell with
Inter a decade ago. He left be-
cause of a lack of opportunities
and is a peripheral figure at
Spurs now but hopes to play
some part with key man Rafael
van der Vaart suspended.

Fellow striker Peter Crouch,
who would face his old Liver-
pool manager Rafael Benitez, is
a more likely starter and is 3/1
to score anytime.

A hat-trick against Young
Boys in qualifying was followed
by another goal, his 10th career
strike in the competition proper,
as his side took a point away
at Bremen.

Tip of the day

72

Source: Opta Sports

Peter Crouch.
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EU softens plan on debtors
BRUSSELS—European Union fi-

nance ministers moved late Monday
to water down a proposal to tighten
sanctions on countries that run big
deficits, suggesting that Europe may
wind up with a softer package of fis-
cal reforms than was pledged when
the Continent was in the throes of a
sovereign-debt crisis this spring.

Many outside observers—and
many European policy makers—have
insisted that the 16-member euro
zone needs new tools to rein in
overspending nations that have run
up towering debts. As a cornerstone
to that effort, European policy mak-
ers have for months pushed a re-
gime of sanctions and fines that
kick in with minimal political inter-
ference.

But the finance ministers agreed
Monday on procedures that in cer-
tain cases would give governments
a chance to step in and effectively
block the sanctions—leaving in
place structural flaws that have pre-
vented punishment from being
meted out in the past.

Three weeks ago, the European
Commission, the bloc’s executive
arm, proposed a system under
which countries that breach the
union’s debt and deficit limits would
be hit immediately with sanctions.
The disciplinary process would be-
gin with the country posting a de-
posit of 0.2% of gross domestic
product to an escrow account and
end with the money forfeited as a
fine. The sanctions would kick in
under a “reverse voting” scheme:
They would be activated within 10
days unless a country mustered
votes to veto them, a difficult prop-
osition.

EU finance ministers—whose
countries would be the ones paying

the fines—appear less aggressive.
Their agreement, along with that of
the European Parliament, is needed
to pass any commission proposal
into law.

In their discussions Monday,
ministers concluded that countries
in breach of EU budget thresh-
olds—an annual deficit of no more
than 3% and total debt of no more
than 60% of gross domestic prod-
uct—should get up to six months to
show adequate progress fixing the
problem before the sanction system
starts. Critically, the countries
themselves will determine adequate
progress.

The softer stance came after an
aggressive push by France, whose

president, Nicolas Sarkozy, met with
German Chancellor Angela Merkel
on Monday. Germany has been a
supporter of tough sanctions. The
two leaders issued a joint statement
lending their support to the six-
month trial notion.

That disappointed other budget
hawks in the union. Swedish Fi-
nance Minister Anders Börg said
Tuesday that he was “a little bit
surprised that we did not have 100%
backing for fiscal discipline from
Germany.”

The softening comes as worries
about the EU’s fiscal health continue
to simmer. On Tuesday, Greece’s fi-
nance minister said his country
would post a bigger deficit than

previously thought this year and
would revise upward its 2009 fig-
ure. A Greek newspaper reported
that the 2009 deficit would be
changed to 15.5% of GDP from 13.8%.

And a study by U.K. bank Bar-
clays Capital released Tuesday
found that investors and companies
have little faith that the European
sovereign-debt crisis is over. In the
Barclays survey, 82% of nearly 600
clients, including hedge funds, bank
trading desks and companies, said
they still expect to see either a full-
blown euro-zone crisis, a debt re-
structuring or a default from a euro-
area government borrower.
—Matthew Dalton and Eva Szalay

contributed to this article.

BY CHARLES FORELLE

Germany’s Angela Merkel, with France’s Nicolas Sarkozy Monday, softened her stance on sanctions after a French push.
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Ministers
reach deal
on rules
for funds

LUXEMBOURG—European Union
governments reached agreement on
rules for hedge funds and private-
equity firms, adding small changes
to ease French concerns the new
rules would allow offshore funds to
operate in the EU without adequate
legal scrutiny.

If approved by the European Par-
liament, the rules will require hedge
funds, private-equity firms and
other investment vehicles for so-
phisticated investors to register
with national authorities.

National regulators and the Eu-
ropean Securities and Markets Au-
thority, the new pan-EU regulator,
will have the power to order funds
to limit the amount of borrowed
money they use to boost returns if a
risk to financial markets or the
economy is seen.

The rules will also create a
“passport” allowing funds to oper-
ate throughout the 27-nation bloc.
The passport will first be available
in 2013 to funds based in the EU and
then in 2015 to funds from outside
Europe.

Most funds that are managed
from London and other EU financial
centers are actually based in the
Cayman Islands or other offshore
tax havens. When the legislation
was proposed by the European Com-
mission almost 18 months ago, the
requirement to get a passport and
other provisions sparked fears from
the hedge-fund industry that non-
EU funds could be blocked from
raising funds in Europe.

But the Alternative Investment
Management Association, the EU’s
main hedge-fund lobby group, ex-
pressed relief at Tuesday’s agree-
ment. “The impact will be far less
severe than if something close to
the original proposal had been
agreed,” the group said.

The changes sought by France
give more powers to the ESMA to
supervise funds operating in the EU.

“It is indeed a compromise,” said
French Finance Minister Christine
Lagarde at a meeting of finance
ministers here.

The U.K., home to most of the
EU’s hedge-fund managers, was the
toughest critic of the proposed rules
for most of the lengthy debate, but
it endorsed Tuesday’s deal.

“The agreement represents a sig-
nificant advance from the situation
in May, when member states were
on the verge of voting through an
agreement that would have closed
the EU market to funds from third
countries, undermining competition
and closing off a source of invest-
ment to the EU economy,” U.K. Fi-
nancial Secretary to the Treasury
Mark Hoban said in a statement.

For a fund based outside the EU
to get a passport, the country in
which it is based must satisfy three
requirements. First, it must have
passed tax laws based on models
from the Organization for Economic
Co-operation and Development.
Next, laws to prevent money-laun-
dering and terrorist-financing
should be in place. And finally, the
country must have a deal to share
information with the EU country
that grants the passport.

BY MATTHEW DALTON
AND NICHOLAS WINNING

Animal-cloning ban moves closer
BRUSSELS—The European Union

moved a big step closer toward a
ban on cloning farm animals and a
prohibition of imports of cloned
livestock and their meat and milk,
which would be another stumbling
block for the powerful U.S. farm bio-
technology industry.

The European Commission, the
EU’s executive arm, proposed the
ban Tuesday. It is expected to be ap-
proved in coming months by the Eu-
ropean Union’s 27 members and the
European Parliament.

EU food and agriculture policies
designed to keep out so-called Fran-
kenfoods have continuously
thwarted U.S. biotech firms.

“This decision turns a blind eye
to global scientific agreement that
foods from livestock clones and
their offspring are completely safe
to eat,” said David Edwards, director
of animal biotechnology for the Bio-
technology Industry Organization, a
Washington-based lobby group.

The EU already bans the planting
of all genetically modified crops ex-
cept for one kind of corn, keeping
U.S. companies like Monsanto Co.
and DuPont Co. out of the EU’s $7
billion-a-year seed market. The EU,
which bans imports of factory-farm
meat, bought only $94.6 million of
meat from the U.S. last year, com-
pared with $2.6 billion purchased
from New Zealand and Brazil.
Cloned livestock are the next fron-

tier in biotech farming.
The technology, pioneered with

the famous birth of Dolly the sheep
in 1996, is still clunky and expen-
sive. Cloned animals cost $15,000 to
$20,000 to breed. Fewer than one
out of five clones survives past the
first few days of life. But when clon-
ing works, as it increasingly does, it
can replicate star beefy bovine and
plump pigs. Farmers in the U.S. have
cloned several thousand cows and
pigs, said U.S. and EU officials.

In January 2008, the U.S. Food
and Drug Administration, after five
years of research and deliberation,

approved cloned animals and their
offspring for consumption.

The commission proposed allow-
ing cloning only for practices such
as saving species from extinction,
making pharmaceuticals or breeding
performance animals like racehorses
or fighting bulls.

Clones, the commission con-
cluded, “are for researchers, not
butchers.”

Its justification wasn’t food
safety but animal welfare. “The sci-
entific opinion is that [meat from
cloned animals] cannot be differen-
tiated in any way from food from

normally bred animals,” conceded
John Dalli, the EU’s health commis-
sioner.

Cloned animals, while they de-
velop inside the uterus, tend to
grow so much that they become ex-
tremely painful for their surrogate
mothers. They also have high mor-
tality and abnormality rates, he said.

The commission left a loophole.
Importing embryos and semen from
cloned animals, or meat and milk
from the offspring of clones, wasn’t
banned. They don’t pose any special
health risks and such a ban would
be too hard to regulate. The EU im-
ported $27.7 million of bovine se-
men from the U.S. last year. “We’re
not going to regulate for the world,”
Mr. Dalli said.

The U.S. companies at the fore-
front of the fledging cloned-live-
stock business, such as Austin,
Texas-based ViaGen Inc., Pennsylva-
nia-based Cyagra Inc. and Iowa-
based Trans Ova Genetics, lashed
out at the proposed ban.

“Today’s report from the Euro-
pean Commission is disheartening
to those who understand and realize
the true value and potential of this
very powerful technology,” said
Mark Walton, ViaGen’s president.

Other governments need to be
careful, Mr. Walton added, not to let
the EU “make de facto short-term
political decisions that hinder the
ability of the world’s farmers and
ranchers to access this safe technol-
ogy.”

BY JOHN W. MILLER

Spain’s first cloned fighting bull, named Got, was born in May.
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C-SUITE: HEALTH

An overused step in heart surgery
Transfusions may do more harm than good; little rigorous research to guide doctors on when they are beneficial

More than half of open-heart-
surgery patients receive blood
transfusions to reduce the risk of
complications, but two new stud-
ies suggest that many of the
transfusions provide little benefit.

Unnecessary transfusions incur
higher costs, deplete supplies of

donated blood and
can increase a pa-
tient’s risk of in-

fection and other serious prob-
lems, cardiologists warn.
Hundreds of thousands of people
undergo open-heart surgery each
year, but there has been little rig-
orous research to help guide doc-
tors on when a transfusion is ben-
eficial.

“The common practice is if
your blood count is a little low,
we’ll just give you a unit of
blood,” said Mark Slaughter, chief
of thoracic and cardiovascular sur-
gery at the University of Louis-
ville, who wasn’t involved in the
studies. “But transfusion is not be-
nign. There really needs to be a
clinical indication or a trigger for
the transfusions other than just
that the blood count is a little bit
low.”

One of the studies, conducted
at a hospital in Brazil, is the first
large randomized research effort
among heart-surgery patients
testing two blood-transfusion
strategies. It found no significant
difference in death and other ma-
jor events within 30 days of sur-
gery between an aggressive ap-
proach to transfusions and a
restrictive one. In addition, pa-
tients who got a transfusion under
either strategy had a 20% higher
risk of death or other complica-
tion from surgery than those who
didn’t.

The other report, led by Elliott
Bennett-Guerrero, a researcher at
Duke University’s Duke Clinical
Research Institute, found wide
variation in transfusion practices
at 798 U.S. hospitals, involving

100,000 people receiving coro-
nary-artery bypass surgery in
2008. Some hospitals gave trans-
fusions to fewer than 10% of their
patients, while at others transfu-
sion rates topped 90%. Research-
ers found that only about 20% of
the variation was explained by
how sick the patients were. They
also found there wasn’t any link
between a hospital’s use of trans-
fusions and death rates.

Both studies were published
last week in the Journal of the
American Medical Association.

Transfusions are given most
commonly to correct serious ane-
mia by boosting a patient’s hemo-
globin, or red-blood-cell count.
Normal hemoglobin ranges from
about 13 to 18 grams per deciliter
of blood in men and 12 to 15
grams in women. Doctors also use
a measure called hematocrit, a
percentage of total blood that is
comprised of red blood cells, to
determine whether a patient is

anemic. Translating hemoglobin to
hematocrit can be influenced by
body weight and other factors but
it is typically three times the he-
moglobin count.

Guidelines published in 2007
by the Society of Thoracic Sur-
geons say that when hemoglobin
is six or under, equivalent to a
red-blood-cell level below 18%,
transfusions can be life-saving.
When hemoglobin is more than 10,
or 30%, a transfusion is rarely
beneficial. But research support-
ing those parameters is limited
and there is little data to suggest
what treatment to pursue for pa-
tients in between those readings.
The Brazil study compared order-
ing a transfusion when the red-
blood-cell count fell below 30%
against waiting until it was under
24%.

“We just don’t have the answer
to when is the right time to trans-
fuse the patient or how low can
you go with that hemoglobin,”

said Colleen Koch, cardiac surgery
anesthesiologist at the Cleveland
Clinic.

Research by Dr. Koch and her
colleagues in the past few years
has helped raise concern about
potential overuse of transfusions.
One, published in Critical Care
Medicine in 2006 and based on
more than 10,000 coronary-artery-
bypass operations at the Cleveland
Clinic, found significantly higher
rates of death, heart attacks, sur-
gical-incision infections and other
complications among transfused
patients compared with those who
didn’t need blood. The results led
to an immediate reduction in
transfusions at the clinic, she said.

Open-heart surgery patients
are especially vulnerable to ane-
mia. Blood loss and the dilution of
blood with intravenous fluids to
maintain blood pressure can lower
a patient’s red-blood-cell count.
Exposure to the heart-lung ma-
chine provokes an inflammatory

response that can damage red
blood cells.

Some hospitals have devised
strategies to reduce the need for
transfusions. At the University of
Pennsylvania’s Pennsylvania Hos-
pital , surgery is postponed when
possible for patients who arrive
with less-than-ideal red-blood
counts so they can be treated to
bolster their hemoglobin, said
Charles Bridges, the hospital’s
chief of cardiothoracic surgery.
And shortening the time a patient
is on the heart-lung machine can
significantly reduce risk of trans-
fusion, he said.

At Stanford University Medical
Center, the computer system has a
“pop-up” that reminds doctors
who prescribe transfusions for
heart-surgery patients that the
hospital’s trigger for ordering
blood is a hemoglobin level under
eight, said Lawrence T. Good-
nough, chief of the transfusion
service.

BY RON WINSLOW

Sources: WSJ research; Society of Thoracic Surgeons

Reducing the number of blood transfusions during surgery
Three reasons not to
overuse blood
transfusions

z Possible risk to patient,
including kidney damage,
infection, and very rarely,
viral infection from the
donated blood

z Added costs–as much
as $500 for collecting,
processing, storing and
delivering each pint of
blood to a patient

z Limited supply of
donated blood means
using it in patients who
don’t need it could
deplete supplies for
those who do.

Three reasons a
blood transfusion
may be necessary
during surgery:

z Loss of blood

z Dilution of blood by
intravenous fluids
used to keep patients
stable during surgery

z Damage to red
blood cells caused by
exposing blood to
heart-lung machine

Patients often become
candidates for
transfusion after their
red blood cell level
drops below 30%.

A normal
level of red
blood cells is
around 45%
in men and
around 40%
in women.

45%
RED BLOOD

CELLS

30%

21%

Guidelines say
transfusion ‘is
reasonable’ in most
patients when red
blood cell levels hit
about 21%, but
evidence is weak.

3

Study finds adversity does make people stronger
Friedrich Nietzsche was

right—sort of. The German
philosopher’s oft-quoted adage,
“What does not destroy me,
makes me stronger,” was put to
the test as part of a study of the
effects of adverse life events on
mental health by researchers at
the University at Buffalo-the State
University of New York and the
University of California, Irvine.

The study, published in the lat-
est issue of the Journal of Person-
ality and Social Psychology, found
that people who had experienced
a few adverse events in their lives
reported better mental health and
well-being than people with a his-
tory of frequent adversity and
people with no history of misfor-
tune.

The study, which included
2,398 participants in the U.S.
ranging in age from 18 to 101, is
part of a larger research effort
started after Sept. 11, 2001 to test
the notion of resilience—how suc-
cessfully people adapt after expo-
sure to stressful or potentially

traumatic life events or circum-
stances. About 53% of the partici-
pants were female, and nearly 74%
identified themselves as white,
non-Hispanic.

In studies of human resilience
over the past three decades, par-
ticular adverse events, including
physical or sexual assault, the loss

of a parent, homelessness and
natural disasters, have generally
been linked to poorer mental-
health outcomes. Studies of peo-
ple who suffer disability or unem-
ployment have shown lower life
satisfaction that lasted over at
least several years. And more ad-
versity has generally predicted
worse outcomes.

But Mark Seery, a researcher
at the Department of Psychology
at the University at Buffalo who
co-authored the new study, says
many studies have focused on per-
sonal characteristics or social re-
sources that promote resilience.
But the potential benefits of expo-
sure to some adversity, relative to
no adversity, have received less
attention, he says.

Dr. Seery says his study shows
that, under the right conditions,
experiencing some adversity may
foster resilience. Participants were
asked whether they had experi-
enced each of 37 negative events
and the ages at which they oc-
curred. Subjects with a history of
some lifetime adversity showed
lower distress, fewer symptoms

of post-traumatic stress, and
higher life satisfaction. They also
appeared to handle recent adverse
events better than other partici-
pants. Dr. Seery says age, person-
ality characteristics and social
support systems had no measur-
able impact on the relationship
between adversity and mental
health.

“So much of the existing litera-
ture shows that having experience
with a negative life event is bad,
with negative effects on mental
and physical health,” says Dr.
Seery. “But we’ve found that that
is not the whole story, and that
people are more resilient in gen-
eral than we may think.”

Adversity, Dr. Seery adds, can
help people develop a “psycholog-
ical immune system” to help them
cope with life’s slings and arrows,
while those with no experience of
adversity may have difficulty deal-
ing with tough times.

At the same time, higher levels
of adversity, the study found, can
overtax coping skills and support
networks, creating feelings of
hopelessness and loss of control,

disrupting the development of
toughness and taking a toll on
mental health and well-being. Un-
der those circumstances, Dr. Seery
says, even the most minor hassles
can seem overwhelming.

Dr. Seery says people who have
experienced around two to four
adverse events in their lifetimes
appeared to be the best off. Re-
cent events—within the past six to
18 months—signaled worse mental
health on the whole, suggesting
that it may take time for an expe-
rience of adversity to bolster re-
silience.

Ann Masten, an expert in resil-
ience in young people at the Uni-
versity of Minnesota in Minneapo-
lis, says that even if people are
capable of adapting to adversity,
it is still important to have com-
munity and social networks in
place. “We do have enormous ca-
pacity for resilience, but that
doesn’t mean horrible experiences
are good for you,” says Dr. Mas-
ten. “We need to have a better
understanding of how protective
systems work and how to mobilize
them when they aren’t present.”

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

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

Corn (cents/bu.) CBOT 546.00 -11.25 -2.02% 705.00 343.25
Soybeans (cents/bu.) CBOT 1191.50 -3.50 -0.29 1,214.50 872.75
Wheat (cents/bu.) CBOT 671.50 -18.50 -2.68 1,038.25 472.75
Live cattle (cents/lb.) CME 100.950 0.225 0.22% 102.650 87.475
Cocoa ($/ton) ICE-US 2,750 -44 -1.57 3,497 2,280
Coffee (cents/lb.) ICE-US 190.90 5.30 2.86 198.65 123.95
Sugar (cents/lb.) ICE-US 28.33 0.75 2.72 28.70 11.90
Cotton (cents/lb.) ICE-US 110.26 -3.11 -2.74 119.80 53.87
Crude palm oil (ringgit/ton) MDEX 2,914.00 27 0.94 2,970 2,250
Cocoa (pounds/ton) LIFFE 1,853 -6 -0.32 2,360 1,590
Robusta coffee ($/ton) LIFFE 1,742 62 3.69 1,844 1,342

Copper (cents/lb.) COMEX 375.75 -9.75 -2.53 388.00 189.50
Gold ($/troy oz.) COMEX 1336.00 -36.10 -2.63 1,388.10 675.00
Silver (cents/troy oz.) COMEX 2378.00 -63.30 -2.59 2,495.00 895.50
Aluminum ($/ton) LME 2,386.00 6.50 0.27 2,481.50 1,857.00
Tin ($/ton) LME 26,500.00 100.00 0.38 27,325.00 14,250.00
Copper ($/ton) LME 8,310.00 -34.00 -0.41 8,415.00 6,120.00
Lead ($/ton) LME 2,405.00 5.00 0.21 2,615.00 1,580.00
Zinc ($/ton) LME 2,406.00 9.00 0.38 2,659.00 1,617.00
Nickel ($/ton) LME 23,575 -125 -0.53 27,590 15,910

Crude oil ($/bbl.) NYMEX 80.16 -3.64 -4.34 145.07 27.15
Heating oil ($/gal.) NYMEX 2.2097 -0.0856 -3.73 3.8342 1.5175
RBOB gasoline ($/gal.) NYMEX 2.0327 -0.0948 -4.46 3.1450 1.2967
Natural gas ($/mmBtu) NYMEX 4.133 0.003 0.07 11.750 4.108
Brent crude ($/bbl.) ICE-EU 81.10 -3.27 -3.88 147.32 52.63
Gas oil ($/ton) ICE-EU 704.00 -11.25 -1.57 772.50 610.25

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

Currencies London close on Oct. 19
Per In

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

Argentina peso-a 5.4534 0.1834 3.9555 0.2528
Brazil real 2.3301 0.4292 1.6901 0.5917
Canada dollar 1.4225 0.7030 1.0318 0.9692

1-mo. forward 1.4235 0.7025 1.0325 0.9685
3-mos. forward 1.4256 0.7015 1.0340 0.9671
6-mos. forward 1.4289 0.6998 1.0364 0.9649

Chile peso 671.36 0.001490 486.95 0.002054
Colombia peso 2507.30 0.0003988 1818.60 0.0005499
Ecuador US dollar-f 1.3787 0.7253 1 1
Mexico peso-a 17.2092 0.0581 12.4822 0.0801
Peru sol 3.8514 0.2596 2.7935 0.3580
Uruguay peso-e 27.988 0.0357 20.300 0.0493
U.S. dollar 1.3787 0.7253 1 1
Venezuela bolivar 5.92 0.168889 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.4179 0.7053 1.0284 0.9724
China yuan 9.1608 0.1092 6.6446 0.1505
Hong Kong dollar 10.6982 0.0935 7.7596 0.1289
India rupee 61.1247 0.0164 44.3350 0.0226
Indonesia rupiah 12306 0.0000813 8926 0.0001120
Japan yen 112.80 0.008865 81.82 0.012223

1-mo. forward 112.77 0.008868 81.79 0.012226
3-mos. forward 112.68 0.008874 81.73 0.012235
6-mos. forward 112.53 0.008886 81.62 0.012252

Malaysia ringgit-c 4.2857 0.2333 3.1085 0.3217
New Zealand dollar 1.8464 0.5416 1.3392 0.7467
Pakistan rupee 118.568 0.0084 86.000 0.0116
Philippines peso 60.118 0.0166 43.605 0.0229
Singapore dollar 1.8058 0.5538 1.3098 0.7635
South Korea won 1554.55 0.0006433 1127.55 0.0008869
Taiwan dollar 42.729 0.02340 30.993 0.03227
Thailand baht 41.285 0.02422 29.945 0.03339

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

Euro zone euro 1 1 0.7253 1.3787
1-mo. forward 1.0004 0.9996 0.7256 1.3782
3-mos. forward 1.0012 0.9988 0.7262 1.3770
6-mos. forward 1.0027 0.9973 0.7273 1.3750

Czech Rep. koruna-b 24.549 0.0407 17.806 0.0562
Denmark krone 7.4583 0.1341 5.4097 0.1849
Hungary forint 277.97 0.003597 201.62 0.004960
Norway krone 8.1578 0.1226 5.9170 0.1690
Poland zloty 3.9576 0.2527 2.8705 0.3484
Russia ruble-d 42.266 0.02366 30.657 0.03262
Sweden krona 9.3393 0.1071 6.7740 0.1476
Switzerland franc 1.3423 0.7450 0.9736 1.0271

1-mo. forward 1.3419 0.7452 0.9733 1.0274
3-mos. forward 1.3412 0.7456 0.9728 1.0279
6-mos. forward 1.3401 0.7462 0.9720 1.0288

Turkey lira 1.9740 0.5066 1.4318 0.6984
U.K. pound 0.8767 1.1406 0.6359 1.5726

1-mo. forward 0.8770 1.1403 0.6361 1.5722
3-mos. forward 0.8774 1.1398 0.6364 1.5714
6-mos. forward 0.8781 1.1388 0.6369 1.5701

MIDDLE EAST/AFRICA
Bahrain dinar 0.5198 1.9239 0.3770 2.6525
Egypt pound-a 7.9086 0.1264 5.7363 0.1743
Israel shekel 4.9757 0.2010 3.6090 0.2771
Jordan dinar 0.9772 1.0234 0.7088 1.4109
Kuwait dinar 0.3891 2.5698 0.2823 3.5430
Lebanon pound 2070.12 0.0004831 1501.50 0.0006660
Saudi Arabia riyal 5.1703 0.1934 3.7502 0.2667
South Africa rand 9.6199 0.1040 6.9775 0.1433
United Arab dirham 5.0641 0.1975 3.6731 0.2722

SDR -f 0.8772 1.1399 0.6363 1.5716

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 600 265.24 -1.40 -0.53% 4.8% 6.8%

13 Stoxx Europe 50 2550.77 -11.79 -0.46 -1.1 2.0

14 Euro Zone Euro Stoxx 272.73 -1.16 -0.42 -0.7 -0.8

12 Euro Stoxx 50 2837.33 -13.39 -0.47 -4.3 -3.0

16 Austria ATX 2677.07 -11.65 -0.43 7.3 -2.7

10 Belgium Bel-20 2666.15 -6.23 -0.23 6.2 3.2

12 Czech Republic PX 1136.5 2.9 0.26% 1.7 -2.8

22 Denmark OMX Copenhagen 381.90 -4.00 -1.04 21.0 20.2

16 Finland OMX Helsinki 7192.18 -52.34 -0.72 11.4 14.5

13 France CAC-40 3807.17 -27.33 -0.71 -3.3 -1.7

13 Germany DAX 6490.69 -25.94 -0.40 9.0 11.7

... Hungary BUX 23477.20 69.67 0.30 10.6 9.3

11 Ireland ISEQ 2675.73 -16.66 -0.62 -10.1 -18.4

12 Italy FTSE MIB 21233.48 -25.11 -0.12 -8.7 -12.4

14 Netherlands AEX 339.15 -2.57 -0.75 1.1 4.4

9 Norway All-Shares 435.10 -5.02 -1.14 3.6 9.1

17 Poland WIG 45289.74 -569.14 -1.24 13.3 15.0

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

13 Portugal PSI 20 7891.12 30.54 0.39 -6.8 -10.8

... Russia RTSI 1570.59 -12.45 -0.79% 10.1 8.6

10 Spain IBEX 35 10895.3 -2.4 -0.02 -8.7 -7.6

15 Sweden OMX Stockholm 345.76 -0.55 -0.16 15.4 17.9

13 Switzerland SMI 6471.96 1.70 0.03% -1.1 0.7

... Turkey ISE National 100 69838.75 -619.24 -0.88 32.2 36.8

12 U.K. FTSE 100 5703.89 -38.63 -0.67 5.4 8.8

18 ASIA-PACIFIC DJ Asia-Pacific 134.02 -0.67 -0.50 8.9 8.2

... Australia SPX/ASX 200 4655.68 3.79 0.08 -4.4 -3.9

... China CBN 600 28030.94 636.67 2.32 -3.5 3.7

15 Hong Kong Hang Seng 23763.73 294.35 1.25 8.6 6.2

21 India Sensex 19983.13 -185.76 -0.92 14.4 16.0

... Japan Nikkei Stock Average 9539.45 40.96 0.43 -9.5 -7.7

... Singapore Straits Times 3192.29 11.02 0.35 10.2 17.7

11 South Korea Kospi 1857.32 -18.10 -0.97 10.4 11.9

17 AMERICAS DJ Americas 312.95 -6.75 -2.11 5.6 8.4

... Brazil Bovespa 70100.05 -1635.48 -2.28 2.2 7.3

17 Mexico IPC 34598.86 -320.45 -0.92 7.7 12.0

*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 1.0284 1.6173 1.0563 0.1518 0.0335 0.1738 0.0126 0.2850 1.4179 0.1901 0.9967 ...

Canada 1.0318 1.6226 1.0598 0.1523 0.0337 0.1744 0.0126 0.2859 1.4225 0.1907 ... 1.0033

Denmark 5.4097 8.5069 5.5563 0.7986 0.1765 0.9143 0.0661 1.4989 7.4583 ... 5.2429 5.2601

Euro 0.7253 1.1406 0.7450 0.1071 0.0237 0.1226 0.0089 0.2010 ... 0.1341 0.7030 0.7053

Israel 3.6090 5.6753 3.7069 0.5328 0.1177 0.6099 0.0441 ... 4.9757 0.6671 3.4978 3.5092

Japan 81.8150 128.6582 84.0335 12.0778 2.6688 13.8271 ... 22.6697 112.7983 15.1239 79.2935 79.5528

Norway 5.9170 9.3048 6.0774 0.8735 0.1930 ... 0.0723 1.6395 8.1578 1.0938 5.7346 5.7534

Russia 30.6565 48.2089 31.4878 4.5256 ... 5.1811 0.3747 8.4945 42.2661 5.6670 29.7117 29.8088

Sweden 6.7740 10.6525 6.9577 ... 0.2210 1.1448 0.0828 1.8770 9.3393 1.2522 6.5652 6.5867

Switzerland 0.9736 1.5310 ... 0.1437 0.0318 0.1645 0.0119 0.2698 1.3423 0.1800 0.9436 0.9467

U.K. 0.6359 ... 0.6532 0.0939 0.0207 0.1075 0.0078 0.1762 0.8767 0.1176 0.6163 0.6183

U.S. ... 1.5725 1.0271 0.1476 0.0326 0.1690 0.0122 0.2771 1.3787 0.1849 0.9692 0.9724

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of October 19, 2010

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.50% 15 ALL COUNTRY (AC) WORLD* 317.46 -0.20% 6.0% 10.5%

2.50 16 World (Developed Markets) 1,227.86 -0.36 5.1 9.0

2.40 16 World ex-EMU 145.68 -0.43 6.6 11.2

2.40 16 World ex-UK 1,223.48 -0.40 5.2 8.8

3.10 15 EAFE 1,632.08 -0.05 3.2 5.1

2.20 14 Emerging Markets (EM) 1,112.42 0.81 12.4 21.7

3.30 14 EUROPE 92.41 0.31 4.7 9.6

3.50 13 EMU 175.03 0.06 -3.0 -2.7

3.30 14 Europe ex-UK 100.13 0.31 3.6 6.9

4.50 12 Europe Value 99.45 0.55 0.0 2.3

2.30 17 Europe Growth 83.22 0.09 9.3 17.3

2.20 22 Europe Small Cap 182.42 0.11 16.1 18.4

2.10 9 EM Europe 319.51 0.66 14.7 27.7

3.50 16 UK 1,700.57 0.70 5.8 11.3

2.70 17 Nordic Countries 163.25 -0.36 19.8 24.9

1.70 7 Russia 791.24 0.93 6.0 17.9

2.30 20 South Africa 788.23 0.63 11.4 17.9

2.70 16 AC ASIA PACIFIC EX-JAPAN 460.40 1.20 10.5 16.9

2.00 18 Japan 519.95 0.45 -8.5 -7.6

2.20 15 China 69.63 -1.17 7.4 17.7

0.90 23 India 812.13 0.32 14.9 19.4

1.30 10 Korea 522.07 -1.64 8.6 9.8

3.50 14 Taiwan 283.31 -2.02 -4.3 3.0

1.90 17 US BROAD MARKET 1,330.20 -0.69 7.5 13.3

1.30 37 US Small Cap 1,911.93 -0.79 14.4 18.7

2.40 15 EM LATIN AMERICA 4,599.47 -0.34 11.7 24.7

*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.

2.20% 16 Global TSM 2451.00 -1.63% 6.0%

1.97 15 Global Dow 1368.50 -0.28% 10.7% 2004.14 -1.55 2.1

2.28 14 Global Titans 50 164.00 -0.58 7.3 168.92 -1.84 -1.0

2.64 17 Europe TSM 2705.77 -1.78 -1.1

2.25 17 Developed Markets TSM 2352.51 -1.68 4.8

2.04 13 Emerging Markets TSM 4703.59 -1.25 16.3

2.84 26 Africa 50 887.10 -0.20 17.7 776.39 -1.47 8.6

2.54 13 BRIC 50 493.50 -0.28 16.4 648.82 -1.55 7.4

2.87 18 GCC 40 595.10 0.87 6.9 520.87 -0.41 -1.4

1.87 17 U.S. TSM 12028.80 -1.95 8.0

2.87 27 Kuwait Titans 30 -c 229.81 -0.83 -0.9

1.80 RusIndex Titans 10 -c 3357.80 -0.03 11.0 5884.15 -0.39 7.6

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

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

1.83% 11 Turkey Titans 20 -c 744.40 -0.97% 53.5% 843.47 -1.14% 39.0%

4.53 14 Global Select Div -d 178.90 -0.11 11.3 211.13 -1.38 2.7

5.31 11 Asia/Pacific Select Div -d 285.82 -1.16 2.0

4.04 14 U.S. Select Dividend -d 344.20 -1.20 12.1

1.60 19 Islamic Market 2055.51 -1.92 6.4

1.96 14 Islamic Market 100 1791.50 -0.63 11.1 2114.15 -1.90 2.5

2.95 13 Islamic Turkey -c 1822.80 -0.40 37.0 3545.92 -0.58 24.1

2.44 16 Sustainability 874.10 -0.52 8.9 1017.68 -1.78 0.5

3.31 21 Brookfield Infrastructure 1696.30 0.43 26.4 2230.10 -0.85 16.6

1.08 22 Luxury 1123.90 -1.61 29.7 1313.90 -2.86 19.6

3.12 14 UAE Select Index 260.31 0.40 -25.2

DJ-UBS Commodity 144.30 0.13 15.3 144.54 -1.14 6.4

*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

Republican House leaders
seek to avoid mistakes of ’94

PORTLAND, Ore.—Republicans
on the campaign trail are bashing
the president and his agenda and
some are vowing to shut down
Washington if they don’t get their
way. Behind the scenes, key party
members are talking a different
game.

A number of House Republicans,
including some who are likely to be
in the leadership, are pushing a
post-election strategy aimed at se-
curing concrete legislation, with the
goal of showing they can translate
general principles into specific ac-
tion.

Among the ideas is to bring a se-
ries of bills to the floor, as often as
once a week, designed to cut spend-
ing in some way. Longer term, GOP
leaders say they recognize they may
have to compromise with Democrats
in tackling broader problems.

If they recapture the House, Re-
publicans say they are wary of fol-
lowing the example of the class of
1994, which shut down the govern-
ment in a standoff with President
Bill Clinton. Top Republicans con-
tend that passing legislation, or at
least making a good faith effort to
do so, will earn them more credibil-
ity with voters than refusing to wa-
ver from purist principles.

“It’s pretty clear the American
people expect us to use the existing
gridlock to create compromise and
advance their agenda,” said Rep.
Darrell Issa (R., Calif.). “They want
us to come together [with the ad-
ministration] after we agree to dis-
agree.”

GOP leaders stressed that this
depends on the willingness of Presi-
dent Barack Obama to compromise

as well. And some say if the post-
election atmosphere is especially
toxic, such compromises may be dif-
ficult.

The approach stands in contrast
to the Senate, where Republican
nominees including Kentucky’s Rand
Paul and Nevada’s Sharron Angle
more clearly represent the anti-es-
tablishment instincts of the tea-
party movement. This would be a
role reversal of sorts—the Senate
was designed by the founding fa-
thers to be the more sober institu-
tion.

Under the leadership of Rep.
Kevin McCarthy, a rising star, the
GOP has recruited a slate of House
candidates with an array of political
experience, suggesting they know
how to work within the strictures of
government. In many cases, these
aspirants boast of their record of
working with Democrats.

The GOP roster doesn’t fit the
image of an invading revolutionary
force. Of the Republicans’ 89 “Young
Guns,” as the party’s top House can-
didates are called, 55 have political
experience. Five are former con-
gressmen seeking their old seats
back, such as former Rep. Steve
Chabot, who served 14 years in the
House. The rest are mostly state
legislators, a typical path to Con-
gress. Of the 34 newcomers, many
are relatively mainstream candi-
dates or aren’t expected to win.

On a trip last week to encourage
candidates in the Northwest, Mr.
McCarthy visited a number of rela-
tively traditional GOP candidates.
Among them were Jaime Herrera, a
Washington state legislator and for-
mer congressional aide. Mr. McCa-
rthy appeared with Oregon State
Rep. Scott Bruun, a legislator known

for working with Democrats. And he
held a breakfast fund-raiser in Port-
land for Rob Cornilles, a political
novice and underdog in a Demo-
cratic district.

House Republican leaders includ-
ing Mr. McCarthy have reached out
to the tea-party movement, at-
tended rallies, crafted a “Pledge to
America” that reflects the move-
ment’s anti-establishment sensibili-
ties and emphasized their sympathy
with activists’ anger at Washington.
The incoming Republican caucus in-
tends to move swiftly on key con-
servative priorities including spend-
ing, taxes and deficits.

But the party is also aware it
may have a brief shot at convincing
voters it has changed since the last
time it held power, under President
George W. Bush. Most Republicans
now say the party strayed in mat-
ters such as spending and ethics.

“If we Republicans get a second
chance and screw it up, we’ll be put
in the wilderness for a generation,”
Mr. Bruun said.

Rep. Bob Inglis of South Carolina,
who lost his Republican primary to a
challenge from the right, compared
the GOP candidates to surfers using
a tea-party wave to reach the shore.
Once they arrive, he said, many will
act like the lawmakers they replaced.

“Not every candidate that wins
this November with tea-party sup-
port will be a tea-party partisan,”
Mr. Inglis said.

Mr. McCarthy, 45 years old, will
play a key role in navigating this
new landscape. The California law-
maker led the charge to recruit can-
didates and is racing around the
country offering last-minute pep
talks and fund-raising, packing pro-
tein shakes and bars in his suitcase

to keep down his weight.
In talking to voters, Mr. McCa-

rthy makes much of a youthful stint
as owner of a deli called Kevin O’s
(his middle name is Owen). But
much of his career has been in poli-
tics. In college, he was a leader of
the California Young Republicans.
He was an aide to former Rep. Bill
Thomas (R., Calif.), chairman of the
House Ways and Means Committee.
He was elected to the California
State Assembly and became minor-
ity leader before winning his House
seat in 2006.

Should the Republicans recap-
ture the House, Mr. McCarthy is
seen as a strong candidate to be the
third-ranking House Republican af-
ter John Boehner of Ohio and Eric
Cantor of Virginia.

In touting the Republican candi-
dates, he talks frequently about
Stephen Fincher, a cotton farmer and
gospel singer from Frog Jump, Tenn.,
who has never run for office before.
But equally important is Rick Berg,
who served in the North Dakota legis-
lature for more than 25 years and may
knock off longtime Rep. Earl Pomeroy.

Mr. McCarthy takes the view that
a House Republican majority would
indeed be a potent force of change.
As he sped in a Chevrolet Silverado
to campaign events, he contended
this season’s GOP candidates are rel-
atively unorthodox, noting that
fewer candidates come from state
legislatures than in previous elec-
tions. “Also, these are not 20-year
established people,” he said.
“They’ve been serving a couple
terms. And some of them are serv-
ing part-time.”

—Janet Hook, Brody Mullins
and Neil King Jr.

contributed to this article.

BY NAFTALI BENDAVID

Elected to Oregon state
legislature in 2004, 2006 and

2008

Served on the state’s House

Revenue and Healthcare

committees

Scott BruunScott Bruun
Oregon 5th district

2005-2007, senior legislative
aide to Rep. Cathy
McMorris-Rodgers

2007AppointedtoWash-
ington state legislature to fill a
vacancy

2008 Elected in her own right to
the legislature

Jaime HerreraJaime Herrera
Washington

Served in Congress 1994-2008

Was manager during the

impeachment of Bill Clinton

Served 4 years each on
Cincinnati City Council and

Hamilton County Commission

Steve ChabotSteve Chabot
Ohio1stdistrict

Photos: Associated Press; iStockphoto (index card)

Some experienced GOP hopefuls

Kevin McCarthy, a top GOP House recruiter, left, with Oregon candidate Scott Bruun.

Home
building
perks up

U.S. home construction rose last
month, suggesting that the lull in
the housing market that followed
the expiration of home-buyer tax
breaks in the spring has ended.

September construction starts
on single-family homes rose 4.4%
from August, an annual rate of
468,000, the Commerce Department
said Tuesday. Overall housing starts,
which include groundbreakings on
apartment and other multifamily
buildings, increased 0.3% to a sea-
sonally adjusted annual rate of
610,000.

Even though the level of monthly
housing starts is up from an average
of 530,000 in the first quarter of
2009, by the standards of the past
50 years it is still low, noted New
York Federal Reserve Bank President
William Dudley in remarks to re-
porters Tuesday.

“One reason why so little hous-
ing is being built is that many ex-
isting homes stand vacant,” he said.
“We estimate that there are
roughly three million vacant hous-
ing units more than usual. And
more vacancies are added daily as
the foreclosure process moves
homes from families to mortgage
lenders.”

Bank of America Corp., after im-
posing a moratorium on foreclo-
sures earlier this month because of
documentation concerns, reopened
more than 100,000 foreclosure ac-
tions Monday.

The combination of weak de-
mand and the large supply of vacant
homes for sale will leave housing
starts subdued for several years,
said Paul Dales, economist at Capital
Economics. “We doubt that housing
starts will reach one million before
2015,” he said.

Regionally, housing starts in Sep-
tember increased 4.8% in the South
and 2.9% in the Northeast. They fell
8.2% in the Midwest, and 3.6% in the
West.

Building permits for single-
homes, seen as an indicator of fu-
ture construction, edged up to
405,000 in September from 403,000
in August. But weighed down by a
drop in permits for multifamily
homes, overall permits fell by 5.6%
to 571,000.

BY JUSTIN LAHART
AND JEFFREY SPARSHOTT

Associated Press

Builders work on a house in Omaha,
Neb., last month.
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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 1.02 99.88% 0.01% 1.18 0.97 1.07

Eur. High Volatility: 14/1 1.56 97.39 0.01 1.79 1.52 1.66

Europe Crossover: 14/1 4.73 101.09 0.05 5.37 4.47 4.92

Asia ex-Japan IG: 14/1 1.09 99.56 0.01 1.25 0.99 1.13

Japan: 14/1 1.08 99.60 0.01 1.09 0.97 1.02

Note: Data as of October 18

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

In percentage points
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Source: Markit Group

Behind Europe's deals: Bank revenue rankings, European
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 $825 6.4% 25% 39% 27% 9%

JPMorgan 712 5.5 22 37 33 9

Credit Suisse 706 5.5 19 48 30 3

UBS 619 4.8 24 37 34 5

Morgan Stanley 616 4.8 31 19 46 4

Goldman Sachs 582 4.5 33 24 39 3

BNP Paribas 550 4.3 11 45 22 22

Barclays Capital 524 4.1 17 56 13 14

Citi 458 3.6 19 40 29 12

Source: Dealogic

Tracking
credit
markets �
dealmakers

Dow Jones Industrial Average P/E: 15
LAST: 10978.62 t 165.07, or 1.48%

YEAR TO DATE: s 550.57, or 5.3%

OVER 52 WEEKS s 937.14, or 9.3%

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

Diageo U.K. Distillers & Vintners 8,633,889 1,163 2.47% 7.3% 17.7%

Standard Chartered PLC U.K. Banks 5,901,683 1,959 1.98 24.4 25.6

Deutsche Bank Germany Banks 10,883,613 42.20 1.81 -6.4 -16.4

UBS Switzerland Banks 15,667,794 17.58 1.74 9.5 -8.4

Societe Generale France Banks 4,330,153 43.06 1.65 -12.0 -12.1

Rio Tinto U.K. General Mining 7,719,293 3,948 -3.24% 16.5 33.8

Anglo American U.K. General Mining 4,894,725 2,782 -2.28 2.6 21.8

BHP Billiton U.K. General Mining 10,159,838 2,139 -2.13 7.2 17.1

Nokia Finland Telecommunications Equipment 15,666,833 7.72 -1.84 -13.5 -13.7

ING Groep Netherlands Life Insurance 25,183,791 7.85 -1.81 13.8 -15.6

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

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

Credit Suisse Group 7,835,362 43.45 1.07% -15.1% -27.3%
Switzerland (Banks)
BP PLC 39,034,921 435.70 0.82 -27.4 -23.4
U.K. (Integrated Oil & Gas)
Banco Santander 98,049,951 9.62 0.82 -16.7 -16.0
Spain (Banks)
Intesa Sanpaolo 91,807,776 2.60 0.77 -17.4 -17.8
Italy (Banks)
Zurich Financial Services AG 957,614 236.90 0.77 4.6 -4.9
Switzerland (Full Line Insurance)
Banco Bilbao Vizcaya Argentaria 35,892,374 9.98 0.64 -21.6 -19.5
Spain (Banks)
UniCredit 369,710,494 1.91 0.63 -14.4 -26.4
Italy (Banks)
ABB Ltd. 5,729,375 21.51 0.42 10.7 1.8
Switzerland (Industrial Machinery)
Roche Holding 1,641,290 143.70 0.28 -18.3 -11.5
Switzerland (Pharmaceuticals)
Novartis 4,989,367 57.25 0.17 1.3 8.0
Switzerland (Pharmaceuticals)
Deutsche Telekom 12,441,512 10.07 0.10 -2.2 6.5
Germany (Mobile Telecommunications)
Allianz SE 1,703,931 88.86 0.07 2.0 4.9
Germany (Full Line Insurance)
British American Tobacco 2,490,275 2,448 0.02 21.4 22.9
U.K. (Tobacco)
HSBC Holdings 26,494,960 660.50 0.02 -6.8 -4.8
U.K. (Banks)
Anheuser-Busch InBev N.V. 2,098,260 44.55 -0.11 22.4 34.2
Belgium (Beverages)
E.ON AG 6,778,043 22.27 -0.11 -23.8 -16.4
Germany (Multiutilities)
Barclays 45,273,155 288.85 -0.14 4.7 -20.6
U.K. (Banks)
BNP Paribas 4,794,501 51.92 -0.15 -7.1 -7.1
France (Banks)
France Telecom 6,011,216 16.66 -0.27 -4.4 -5.7
France (Fixed Line Telecommunications)
Siemens 2,920,141 81.54 -0.38 27.0 21.2
Germany (Diversified Industrials)

Latest,
in local STOCK PERFORMANCE

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

Tesco 10,675,867 431.30 -0.38% 0.8% 12.5%
U.K. (Food Retailers & Wholesalers)
Telefonica 33,769,862 19.40 -0.39 -0.6 2.4
Spain (Fixed Line Telecommunications)
Nestle S.A. 6,387,950 51.85 -0.58 3.3 14.1
Switzerland (Food Products)
BG Group 5,046,717 1,187 -0.67 5.7 2.7
U.K. (Integrated Oil & Gas)
L.M. Ericsson Telephone Series B 12,392,000 71.95 -0.76 9.2 -0.9
Sweden (Communications Technology)
BASF SE 3,155,107 50.64 -0.76 16.5 26.5
Germany (Commodity Chemicals)
GDF Suez 2,706,885 27.59 -0.79 -8.9 -8.6
France (Multiutilities)
GlaxoSmithKline 6,418,770 1,293 -0.88 -2.0 1.5
U.K. (Pharmaceuticals)
Bayer AG 2,798,176 54.89 -0.88 -1.9 15.2
Germany (Specialty Chemicals)
ENI 10,874,887 16.15 -0.92 -9.3 -9.9
Italy (Integrated Oil & Gas)
Royal Dutch Shell A 4,209,150 22.61 -0.94 7.2 8.2
U.K. (Integrated Oil & Gas)
Sanofi-Aventis 2,139,573 49.90 -0.97 -9.4 -4.5
France (Pharmaceuticals)
SAP AG 3,457,280 37.35 -1.05 13.2 7.5
Germany (Software)
Unilever 8,213,078 21.04 -1.15 -7.5 1.0
Netherlands (Food Products)
Hennes & Mauritz AB Series B 3,384,045 236.50 -1.17 19.0 15.8
Sweden (Apparel Retailers)
AXA 8,678,825 13.67 -1.23 -17.4 -28.2
France (Full Line Insurance)
Vodafone Group 86,994,023 166.25 -1.28 15.7 24.5
U.K. (Mobile Telecommunications)
Astrazeneca 2,548,090 3,313 -1.38 13.8 19.9
U.K. (Pharmaceuticals)
Daimler AG 3,465,598 47.04 -1.54 26.3 27.2
Germany (Automobiles)
Total S.A. 7,059,534 38.87 -1.68 -13.6 -8.8
France (Integrated Oil & Gas)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 30.2 $28.23 –0.39 –1.36%
Alcoa AA 28.2 12.66 –0.48 –3.61
AmExpress AXP 17.4 39.32 –0.23 –0.58
BankAm BAC 563.8 11.78 –0.56 –4.55
Boeing BA 4.2 69.08 –1.15 –1.64
Caterpillar CAT 9.5 78.55 –1.69 –2.11
Chevron CVX 8.8 82.77 –1.71 –2.02
CiscoSys CSCO 52.2 22.97 –0.33 –1.40
CocaCola KO 16.9 60.35 0.35 0.58
Disney DIS 8.9 34.24 –0.51 –1.47
DuPont DD 6.5 45.99 –1.12 –2.38
ExxonMobil XOM 23.8 65.17 –1.11 –1.67
GenElec GE 70.9 16.07 –0.18 –1.11
HewlettPk HPQ 20.2 42.85 –0.47 –1.08
HomeDpt HD 11.6 30.41 –0.12 –0.38
Intel INTC 84.1 19.21 0.02 0.10
IBM IBM 13.7 138.09 –4.74 –3.32
JPMorgChas JPM 68.3 37.70 –0.50 –1.31
JohnsJohns JNJ 16.5 63.29 –0.57 –0.89
KftFoods KFT 7.1 31.45 –0.21 –0.65
McDonalds MCD 4.9 77.05 –0.27 –0.35
Merck MRK 9.5 36.52 –0.70 –1.89
Microsoft MSFT 64.6 25.09 –0.73 –2.85
Pfizer PFE 45.8 17.38 –0.42 –2.35
ProctGamb PG 10.7 63.17 –0.18 –0.28
3M MMM 3.6 88.53 –1.13 –1.26
TravelersCos TRV 3.2 53.78 –0.62 –1.14
UnitedTech UTX 5.4 73.53 –1.03 –1.38
Verizon VZ 19.6 32.15 –0.44 –1.35

WalMart WMT 9.7 53.33 –0.43 –0.80

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

Rep Portugal 346 –15 –39 –27

EDP Energias de Portugal 229 –10 –14 –17

Rep Irlnd 399 –7 –25 –42

Bco Bilbao Vizcaya
Argentaria 176 –5 –9 –32

Gas Nat SDG 175 –4 –6 –8

Portugal Telecom Intl Fin 203 –4 –16 6

Iberdrola 132 –3 –15 –28

Portugal Telecom SGPS 202 –3 –16 8

Endesa 138 –2 –8 –21

Wolters Kluwer 90 –2 16 20

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Smurfit Kappa Fdg 276 8 8 –20

Stora Enso 275 8 15 5

Nielsen 322 8 12 8

Rallye 513 8 9 –45

Alcatel Lucent 645 9 4 –79

Lafarge 276 9 11 –34

Dixons Retail 573 12 41 4

HeidelbergCement 368 13 13 –35

Norske Skogindustrier 894 14 14 –63

ONO Fin II 897 31 37 –198

Source: Markit Group

BLUE CHIPS � BONDS

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

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

Republicans poised for major gains
WASHINGTON—A furious Demo-

cratic counteroffensive has failed to
diminish resurgent Republicans’
lead among likely voters, leaving the
GOP poised for major gains in mid-
term congressional elections two
weeks from now, according to a new
Wall Street Journal/NBC News poll.

The survey of 1,000 registered
voters taken Oct. 14-18 found that
46% favor a Democratic-controlled
Congress, compared with 44% who
want Republican control.

But among likely voters, Republi-
cans have a 50% to 43% edge, up
from a three-percentage-point lead
a month ago. And in the 92 House
districts considered most competi-
tive, the GOP’s lead is 20 points.

“It’s hard to say Democrats are
facing anything less than a category
four hurricane,” said Peter Hart, the
Democratic pollster who conducts
the Journal poll with Republican
pollster Bill McInturff. “And it’s un-
likely the Democratic House will be
left standing.”

Mr. McInturff said the Republi-
can lead among likely voters, if it

stood, probably would yield a
pickup of 52 or 53 seats in the
House, easily enough to win control.
Republicans need a net gain of 39
seats to claim the majority.

The heightened energy among
Republican-leaning voters has been
a stable feature of public opinion for

months. “A good chunk of [the Dem-
ocrats’] base is disillusioned by
what they’ve done, and Republicans
believe the policies have taken us in
the wrong direction,” said Scott
Jennings, a former Bush White
House political operative now in
Kentucky monitoring heated politi-
cal campaigns there. “They’ve
spawned a great conservative awak-
ening.”

Some Democrats say the num-
bers may overstate those potential
gains. Democratic leaders in Wash-
ington and in the states accept that
the “enthusiasm gap” between the
parties is real, but they are trying to
counter it with tens of millions of
dollars aimed at getting people to
vote, said Celinda Lake, a Demo-
cratic pollster working on a number
of House races.

“Generic Republicans in these
broad polls are more popular than
individual Republicans,” she said,
citing policy positions that some in
the party hold, such as adding pri-
vate accounts to Social Security.

Democratic attacks on the GOP
in recent weeks have solidified the
party’s hold on President Barack

Obama’s core voters, especially Afri-
can Americans and young women,
while softening up the Republican
advantage among senior citizens,
the poll found. In the battleground
Midwest, Democrats now lead 47%
to 42% among registered voters who
were asked which party they want
to control Congress, a reversal of
fortune since August.

Mr. Obama taped a radio adver-
tisement, released Tuesday by the
Democratic National Committee,
aimed at bringing Democrats to the
polls. The ad will run largely on na-
tionally syndicated talk shows
aimed at black audiences, and re-
gionally in the battleground states
of Ohio, Florida, Missouri, Illinois,
Pennsylvania and Wisconsin.

“We can’t let this country fall
backwards because the rest of us
didn’t care to fight,” he said in the
ad, ahead of a major campaign
swing through Washington State,
California, Nevada and Minnesota
that begins Wednesday.

Mr. Obama and first lady
Michelle Obama also recorded a
video message, distributed to sup-
porters Tuesday, encouraging them

to volunteer for get-out-the-vote ef-
forts.

But such moves come as views of
the president are hardening. In Au-
gust, 27% of voters said their vote
would be a signal in support of the
president, while 29% said their vote
signaled opposition to him. Now,
35% say their vote is a signal of sup-
port for Mr. Obama while 34% say
it’s a signal against him.

While both political parties are
unpopular, the Democrats have en-
tered dangerous territory, Mr. McIn-
turff said. Among likely voters, Re-
publicans are seen negatively by
42%, while Democrats are seen neg-
atively by 50%. The Republican edge
in intensity of support fell from a
19-point lead in August to a 14-point
lead in September, but is now at 20
percentage points.

“After seven weeks of a powerful
counteroffensive, the dynamics ha-
ven’t changed,” Mr. McInturff said
of Democratic efforts to diminish
GOP momentum.

Tea-party supporters now make
up 35% of voters likely to turn out
Nov. 2. Among that group, Republi-
cans lead 84% to 10%.

BY JONATHAN WEISMAN

Democrats target Obama’s base.
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LOOK FOR USwherever financial decisions aremade.Weprovide software
and technology services that account for and manage more than
$25 trillion in investment assets and process more than 5 million trades
every day, and we never stop working to improve the software that
underpins the world’s financial markets. sungard.com/missioncritical
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For information about listing your funds, please contact: Justin Jones tel: +44 0203 426 1167; email: justin.jones@dowjones.com

Andfs. Emergents GL EQ AND 10/18 USD 18.15 4.6 7.8 33.9
Andfs. Espanya EU EQ AND 10/18 EUR 12.61 -9.4 -5.7 6.0
Andfs. Estats Units US EQ AND 10/18 USD 14.85 -1.2 2.1 7.5
Andfs. Europa EU EQ AND 10/18 EUR 7.44 -5.1 -3.3 5.4
Andfs. Franca EU EQ AND 10/18 EUR 9.33 -4.2 -1.1 5.3
Andfs. Japo JP EQ AND 10/18 JPY 454.99 -11.0 -9.7 2.4
Andfs. Plus Dollars US BA AND 10/18 USD 9.67 2.4 3.2 5.8
Andfs. RF Dolars US BD AND 10/18 USD 11.99 4.9 5.5 8.0
Andfs. RF Euros EU BD AND 10/18 EUR 11.14 2.9 3.1 10.1
Andorfons EU BD AND 10/18 EUR 14.77 1.8 2.2 8.6
Andorfons Alternative Premium GL EQ AND 08/31 EUR 98.77 -0.2 2.0 -6.0
Andorfons Mix 30 EU BA AND 10/18 EUR 9.80 2.5 2.8 6.2
Andorfons Mix 60 EU BA AND 10/18 EUR 9.25 -0.2 0.9 2.5

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 10/08 USD 388091.41 41.4 73.2 45.2

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT EQ LUX 10/19 EUR 8.94 1.0 1.0 -2.8
DJE-Absolut P GL EQ LUX 10/19 EUR 217.14 6.0 9.7 9.5
DJE-Alpha Glbl P EU BA LUX 10/19 EUR 181.32 1.8 4.1 7.8
DJE-Div& Substanz P EU EQ LUX 10/19 EUR 230.31 7.1 10.7 16.5
DJE-Gold&Resourc P OT EQ LUX 10/19 EUR 217.38 27.6 28.4 40.0
DJE-Renten Glbl P EU BD LUX 10/19 EUR 136.41 4.5 5.6 7.7
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 10/19 EUR 17.98 1.5 5.4 18.2
LuxTopic-Pacific AS EQ LUX 10/19 EUR 20.60 25.8 37.2 38.3

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 10/18 JPY 10376.82 5.0 NS NS
Prosperity Return Fund B EU BD LUX 10/18 JPY 9304.30 -5.5 NS NS
Prosperity Return Fund C EU BD LUX 10/18 USD 102.86 7.0 NS NS
Prosperity Return Fund D EU BD LUX 10/18 EUR 112.61 15.7 NS NS
Renaissance Hgh Grade Bd A JP BD LUX 10/18 JPY 10470.46 6.1 NS NS
Renaissance Hgh Grade Bd B EU BD LUX 10/18 JPY 9311.56 -5.3 NS NS
Renaissance Hgh Grade Bd C EU BD LUX 10/18 USD 102.29 7.3 NS NS
Renaissance Hgh Grade Bd D EU BD LUX 10/18 EUR 107.79 11.0 NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI EU EQ SVN 10/18 EUR 20.01 -17.7 -30.9 -22.3
MP-TURKEY.SI OT OT SVN 10/18 EUR 49.88 43.7 55.1 55.2

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 10/18 EUR 15.36 14.9 16.2 16.7
Parex Eastern Europ Bd EU BD LVA 10/18 USD 17.26 17.9 20.3 23.7
Parex Russian Eq EE EQ LVA 10/18 USD 23.56 20.7 20.4 49.7

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 10/15 EUR 141.70 16.9 30.7 NS
Pictet-Asian Eq ExJpn-I USD AS EQ LUX 10/18 USD 191.76 9.4 12.6 32.0
Pictet-Asian Eq ExJpn-P USD AS EQ LUX 10/18 USD 181.28 8.6 11.7 30.9
Pictet-Biotech-P USD OT EQ LUX 10/15 USD 284.34 0.5 -2.8 2.2
Pictet-CHF Liquidity-P CH MM LUX 10/15 CHF 124.13 -0.1 -0.1 0.2
Pictet-CHF Liquidity-P dy CH MM LUX 10/15 CHF 93.34 -0.1 -0.1 0.2
Pictet-Conv. Bonds-P EUR EU BD LUX 10/15 EUR 100.46 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 10/15 USD 134.18 14.8 20.7 33.5
Pictet-Eastern Europe-P EUR EU EQ LUX 10/15 EUR 374.93 19.2 23.0 39.0
Pictet-Emerging Markets-P USD GL EQ LUX 10/18 USD 589.16 10.5 12.8 37.3
Pictet-Eu Equities Sel-P EUR EU EQ LUX 10/15 EUR 434.22 6.4 9.1 12.6
Pictet-EUR Bonds-P EU BD LUX 10/15 EUR 412.21 7.2 7.8 6.5
Pictet-EUR Bonds-Pdy EU BD LUX 10/15 EUR 302.28 7.2 7.8 6.5
Pictet-EUR Corporate Bonds-P EU BD LUX 10/15 EUR 157.66 6.6 8.3 13.9
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 10/15 EUR 106.88 6.6 8.3 13.9
Pictet-EUR High Yield-P EU BD LUX 10/15 EUR 172.67 18.1 21.7 28.3
Pictet-EUR High Yield-Pdy EU BD LUX 10/15 EUR 94.64 18.1 21.7 28.3
Pictet-EUR Liquidity-P EU MM LUX 10/15 EUR 136.24 0.2 0.3 0.9
Pictet-EUR Liquidity-Pdy EU MM LUX 10/15 EUR 96.87 0.2 0.3 1.0
Pictet-EUR Sovereign Liq-P EU MM LUX 10/15 EUR 102.44 0.0 0.1 0.6
Pictet-EUR Sovereign Liq-Pdy EU MM LUX 10/15 EUR 99.96 0.0 0.1 0.6
Pictet-Europe Index-P EUR EU EQ LUX 10/15 EUR 108.37 7.3 10.3 13.7
Pictet-European Sust Eq-P EUR EU EQ LUX 10/15 EUR 142.81 7.3 10.7 13.6
Pictet-Glo Emerging Debt-P USD GL BD LUX 10/15 USD 274.40 12.8 11.8 25.8
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 10/15 USD 178.21 12.8 11.7 25.8
Pictet-Greater China-P USD AS EQ LUX 10/18 USD 384.84 9.6 16.0 34.7
Pictet-Indian Equities-P USD EA EQ LUX 10/18 USD 438.96 21.7 20.4 46.7
Pictet-Japan Index-P JPY JP EQ LUX 10/18 JPY 8244.10 -7.2 -5.6 -1.8
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 10/18 JPY 4163.16 -5.7 -4.0 0.3
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 10/18 JPY 7271.38 -6.1 -5.1 -4.0
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 10/18 JPY 7016.90 -6.6 -5.7 -4.6
Pictet-MENA-P USD OT OT LUX 10/17 USD 51.90 15.7 0.5 NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 10/18 USD 303.60 11.2 11.2 36.8
Pictet-Piclife-P CHF CH BA LUX 10/15 CHF 796.90 0.7 1.6 6.8
Pictet-Premium Brands-P EUR OT EQ LUX 10/15 EUR 84.31 29.1 38.6 32.5
Pictet-Russian Equities-P USD EE EQ LUX 10/15 USD 73.15 13.6 14.8 47.8
Pictet-Security-P USD GL EQ LUX 10/15 USD 115.83 16.3 19.9 29.1
Pictet-Small Cap Europe-P EUR EU EQ LUX 10/15 EUR 535.99 18.4 18.1 20.6
Pictet-Timber-P USD GL EQ LUX 10/15 USD 114.36 7.4 14.2 20.6
Pictet-USA Index-P USD US EQ LUX 10/15 USD 96.34 6.3 8.3 15.2
Pictet-USD Government Bonds-P US BD LUX 10/15 USD 549.86 8.3 7.5 6.5
Pictet-USD Government Bonds-Pdy US BD LUX 10/15 USD 393.16 8.3 7.5 6.5
Pictet-USD Liquidity-P US MM LUX 10/15 USD 131.20 0.1 0.1 0.6
Pictet-USD Liquidity-Pdy US MM LUX 10/15 USD 84.96 0.1 0.1 0.6
Pictet-USD Sovereign Liq-P US MM LUX 10/15 USD 101.62 0.1 0.1 0.4
Pictet-USD Sovereign Liq-Pdy US MM LUX 10/15 USD 100.12 0.1 0.1 0.4
Pictet-Water-P EUR GL EQ LUX 10/15 EUR 136.32 10.0 17.7 12.6
Pictet-World Gvt Bonds-P USD EU BD LUX 10/15 USD 180.17 9.2 6.2 10.0
Pictet-World Gvt Bonds-Pdy USD EU BD LUX 10/15 USD 146.10 9.1 6.2 10.0

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 10/18 USD 16.18 20.3 30.0 38.2
Japan Fund USD JP EQ IRL 10/18 USD 17.05 7.3 3.1 20.1
Polar Healthcare Class I USD OT EQ IRL 10/18 USD 13.20 2.1 4.9 NS
Polar Healthcare Class R USD OT EQ IRL 10/18 USD 13.12 1.6 4.4 NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 09/30 USD 103.41 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 09/30 USD 11.16 35.9 -24.7 -17.9
Europn Conviction USD B EU EQ CYM 09/30 USD 135.59 -1.3 2.1 9.3
Europn Forager USD B EU EQ CYM 09/30 USD 230.23 2.9 5.0 10.7
Latin America USD A GL EQ CYM 04/30 USD 14.21 2.2 -4.7 14.7
Paragon Limited USD A EU EQ CYM 11/28 USD 324.09 12.7 12.7 14.2
UK Fund USD A OT OT CYM 09/30 USD 182.54 -0.8 -3.6 4.0

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund GL EQ BMU 10/13 USD 179.66 41.1 45.6 62.8

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
ACTION FRANCE A EU EQ IRL 10/18 EUR 713.77 0.9 3.4 10.1
CORE EUROZONE EQ B EU EQ IRL 10/18 EUR 854.10 2.7 4.2 12.1
EURO FIXED INCOME A EU BD IRL 10/18 EUR 1353.38 8.7 10.7 9.1
EURO FIXED INCOME B EU BD IRL 10/18 EUR 1452.03 9.3 11.4 9.7
EUROPEAN SMALL CAP A EU EQ IRL 10/18 EUR 1416.16 17.9 18.2 21.0
EUROPEAN SMALL CAP B EU EQ IRL 10/18 EUR 1524.21 18.5 18.9 21.7
EUROZONE AGG A EUR EU EQ IRL 10/18 EUR 709.77 8.2 8.0 16.1
EUROZONE AGG B EUR EU EQ IRL 10/18 EUR 1024.90 8.7 8.6 16.8
GLB REAL EST SEC A OT EQ IRL 10/18 USD 1045.45 16.6 20.0 17.8
GLB REAL EST SEC B OT EQ IRL 10/18 USD 1082.98 17.1 20.7 18.5
GLB REAL EST SEC EH A OT EQ IRL 10/18 EUR 904.47 12.4 16.7 12.0
GLB REAL EST SEC SH B OT EQ IRL 10/18 GBP 85.80 13.3 17.7 12.1
GLB STRAT YIELD A EU BD IRL 10/18 EUR 1814.23 12.9 17.2 23.5
GLB STRAT YIELD B EU BD IRL 10/18 EUR 1950.62 13.4 17.9 24.2
GLOBAL BOND A EU BD IRL 10/18 EUR 1269.57 14.9 18.8 13.2
GLOBAL BOND B EU BD IRL 10/18 EUR 1358.58 15.4 19.5 13.9
GLOBAL BOND EH A GL BD IRL 10/18 EUR 1520.01 10.5 11.8 12.6
GLOBAL BOND EH B GL BD IRL 10/18 EUR 1621.15 11.1 12.5 13.3
JAPAN EQUITY A JP EQ IRL 10/18 JPY 10503.56 -9.7 -9.4 -1.2
JAPAN EQUITY B JP EQ IRL 10/18 JPY 11249.00 -9.3 -8.9 -0.6
PAC BASIN (X JPN) A AS EQ IRL 10/18 USD 2548.85 11.5 13.8 39.4
PAC BASIN (X JPN) B AS EQ IRL 10/18 USD 2733.26 12.0 14.5 40.2
PAN EUROPEAN EQUITY A EU EQ IRL 10/18 EUR 1043.58 8.4 9.8 16.7
PAN EUROPEAN EQUITY B EU EQ IRL 10/18 EUR 1117.85 8.9 10.5 17.3
US EQUITY A US EQ IRL 10/18 USD 916.32 5.0 7.4 13.4
US EQUITY B US EQ IRL 10/18 USD 985.76 5.5 8.0 14.1
US SMALL CAP EQUITY A US EQ IRL 10/18 USD 1410.92 9.5 11.9 15.2
US SMALL CAP EQUITY B US EQ IRL 10/18 USD 1518.85 10.0 12.6 15.9

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A EU BD LUX 10/15 EUR 33.00 11.3 12.1 6.6
Bonds Eur Corp A EU BD LUX 10/15 EUR 24.22 4.9 5.6 11.3
Bonds Eur Hi Yld A EU BD LUX 10/15 EUR 23.11 12.3 13.3 22.9
Bonds EURO A EU BD LUX 10/15 EUR 43.26 5.4 5.7 7.6
Bonds Europe A EU BD LUX 10/15 EUR 41.27 5.5 5.9 7.1
Bonds US MtgBkSec A US BD LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A GL BD LUX 10/15 USD 45.61 8.6 5.0 11.1
Eq. AsiaPac Dual Strategies A AS EQ LUX 10/18 USD 11.27 8.1 10.0 32.0
Eq. China A AS EQ LUX 10/18 USD 24.76 2.6 8.8 36.9
Eq. Concentrated Euroland A EU EQ LUX 09/30 EUR 86.45 -7.0 -5.2 -3.5
Eq. ConcentratedEuropeA EU EQ LUX 10/15 EUR 28.92 7.1 9.6 15.2
Eq. Emerging Europe A EU EQ LUX 10/15 EUR 27.09 15.0 19.7 25.9
Eq. Equities Global Energy OT EQ LUX 10/15 USD 17.60 -3.0 -4.3 15.9
Eq. Euroland A EU EQ LUX 10/15 EUR 10.82 0.0 0.8 6.2
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 10/15 EUR 159.12 12.7 9.3 21.5
Eq. EurolandCyclclsA OT EQ LUX 10/15 EUR 19.09 7.3 9.2 16.2
Eq. EurolandFinancialA OT EQ LUX 10/15 EUR 10.33 -8.7 -18.1 -2.3
Eq. Glbl Emg Cty A GL EQ LUX 10/15 USD 9.65 -0.3 -1.4 22.2

Eq. Global A GL EQ LUX 10/15 USD 29.58 6.2 6.9 18.3
Eq. Global Resources A GL EQ LUX 10/15 USD 126.00 15.4 18.0 41.3
Eq. Gold Mines A OT EQ LUX 10/15 USD 39.01 28.7 26.7 55.1
Eq. India A EA EQ LUX 10/18 USD 156.98 20.1 20.9 45.4
Eq. Japan CoreAlpha A JP EQ LUX 10/18 JPY 6855.03 -5.5 -7.6 3.4
Eq. Japan Sm Cap A JP EQ LUX 10/18 JPY 939.45 -12.1 -15.1 4.1
Eq. Japan Target A JP EQ LUX 10/18 JPY 1490.38 -9.0 -12.4 0.7
Eq. Latin America A GL EQ LUX 10/15 USD 131.48 13.1 14.4 44.5
Eq. US ConcenCore A US EQ LUX 10/15 USD 24.22 7.2 12.3 22.5
Eq. US Focused A US EQ LUX 10/15 USD 16.23 2.3 -0.3 6.6
Eq. US Lg Cap Gr A US EQ LUX 10/15 USD 16.13 5.8 8.7 18.5
Eq. US Mid Cap A US EQ LUX 10/15 USD 33.82 13.2 16.6 29.3
Eq. US Multi Strg A US EQ LUX 10/15 USD 22.80 7.1 8.2 16.8
Eq. US Rel Val A US EQ LUX 10/15 USD 21.42 4.0 3.9 14.2
Eq. US Sm Cap Val A US EQ LUX 10/15 USD 17.13 7.4 4.3 7.3
Money Market EURO A EU MM LUX 10/15 EUR 27.48 0.3 0.4 1.1
Money Market USD A US MM LUX 10/15 USD 15.87 0.2 0.2 0.6

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 10/07 USD 837.00 -12.9 -22.5 -21.4
MENA Special Sits Fund OT OT BMU 09/30 USD 1138.03 5.4 -0.2 6.8
UAE Blue Chip Fund OT OT ARE 10/07 AED 5.18 -2.8 -22.2 -23.1

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

n YMR-N Series
YMR-N Growth Fund JP EQ IRL 10/19 JPY 8509.00 -10.0 -6.9 -1.9
YMR-N Small Cap Fund JP EQ IRL 10/19 JPY 6032.00 -14.0 -15.7 0.5

n Yuki 77 Series
Yuki 77 General JP EQ IRL 10/19 JPY 5259.00 -14.5 -15.2 -8.5

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 10/19 JPY 6132.00 -10.2 -7.9 -4.0
Yuki Chugoku JpnLowP JP EQ IRL 10/19 JPY 7017.00 -6.9 -12.7 -5.9

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 10/19 JPY 4018.00 -14.0 -11.7 -8.7
Yuki Hokuyo Jpn Inc JP EQ IRL 10/19 JPY 4641.00 -11.6 -10.8 -8.7
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 10/19 JPY 4372.00 -14.4 -16.6 0.3

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III JP EQ IRL 10/19 JPY 3787.00 -14.3 -12.4 -10.5
Yuki Mizuho Jpn Dyn Gro JP EQ IRL 10/19 JPY 3970.00 -14.9 -15.8 -11.2
Yuki Mizuho Jpn Exc 100 JP EQ IRL 10/19 JPY 5933.00 -14.9 -11.5 -5.7
Yuki Mizuho Jpn Gen JP EQ IRL 10/19 JPY 7763.00 -9.9 -9.3 -4.7
Yuki Mizuho Jpn Gro JP EQ IRL 10/19 JPY 5688.00 -10.5 -10.7 -5.0
Yuki Mizuho Jpn Inc JP EQ IRL 10/19 JPY 6886.00 -9.8 -8.3 -8.4
Yuki Mizuho Jpn Lg Cap JP EQ IRL 10/19 JPY 4559.00 -12.1 -11.0 -7.8
Yuki Mizuho Jpn LowP JP EQ IRL 10/19 JPY 10349.00 -10.5 -13.4 -2.5
Yuki Mizuho Jpn PGth JP EQ IRL 10/19 JPY 6773.00 -14.9 -15.1 -8.6
Yuki Mizuho Jpn SmCp JP EQ IRL 10/19 JPY 6116.00 -14.3 -16.7 3.0
Yuki Mizuho Jpn Val Sel AS EQ IRL 10/19 JPY 5067.00 -10.3 -11.2 -2.7
Yuki Mizuho Jpn YoungCo AS EQ IRL 10/19 JPY 2227.00 -18.3 -27.2 -5.1

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 10/19 JPY 4822.00 -11.0 -10.6 -6.2
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MARKETS

U.S. to put more shares
of Citigroup on the block

WASHINGTON—The U.S. Trea-
sury plans to sell 1.5 billion more
shares of its Citigroup Inc. common
stock, a move that would cut the
government’s holding of the bank’s
shares to a quarter of what it was
during the height of the financial
crisis.

In another development, a U.S.
judge approved Citigroup’s revised
pact with federal securities regula-
tors to resolve allegations the bank
misled investors about $39 billion in
subprime mortgage assets it held.

The Treasury could begin selling
the shares at any time after its
Tuesday announcement but will halt
sales Dec. 31, even if hasn’t sold all
1.5 billion. That deadline allows for
a blackout period ahead of Citi-
group’s next quarterly earnings re-
lease in early 2011.

The Treasury’s announcement
confirms that the government won’t
be able to meet its original goal of
selling all of its Citigroup holdings
by the end of 2010. Even after sell-
ing the 1.5 billion shares announced
Tuesday, the Treasury will hold an
additional 2.1 billion shares.

“It’s pretty clear to anybody that
was tracking it that they didn’t have
a good chance of completing the
sales by year end,” said Linus Wil-
son, a University of Louisiana at

Lafayette finance professor who has
been monitoring the Treasury’s sale
of Citigroup stock.

The Treasury now expects to
complete the sale in early 2011.

The Treasury received 7.7 billion
in Citigroup common shares—a 28%
stake—in exchange for propping up
the bank through the government’s
financial-sector bailout. The Trea-
sury has sold 4.1 billion shares for
gross proceeds of $16.4 billion.

Its share of Citigroup common

stock will fall to 7% under the plan
announced Tuesday.

The Treasury’s announcement
came a day after Citigroup reported
a third-quarter profit of $2.2 billion,
a figure lifted by a slowdown in loan
delinquencies and losses.

Late afternoon in New York,
shares of Citigroup were down eight
cents, or 1.9%, at $4.10.

In the SEC case, U.S. District
Judge Ellen Segal Huvelle had sig-
naled last month she would approve
a revised deal, which imposes addi-
tional governance standards and dis-

closure policies on Citigroup’s earn-
ings releases.

Under the new pact with the Se-
curities and Exchange Commission,
Citigroup will still pay the originally
agreed upon $75 million fine.

It also agreed to maintain disclo-
sure and earnings committees for
three years.

Executives, including the bank’s
chief executive and chief financial
officers, would also be required to
sign statements attesting to the ac-
curacy of earnings statements and
scripts used in earnings conference
calls. Any changes to the bank’s dis-
closure policies would have to be ap-
proved by an independent consul-
tant who has SEC approval.

The judge had said she struggled
to find the fairness of the original
pact. She said she didn’t think a
$75 million penalty alone, particu-
larly for a large financial institution,
would deter others. At a hearing last
month, she said that without includ-
ing remedial measures to disclosure
policies and practices, the pact
would be “meaningless.”

During court hearings, the SEC
attributed the bank’s alleged failure
to report subprime mortgage expo-
sure to a breakdown in disclosure
policies at the bank.

A spokeswoman for Citigroup
said, “We are pleased that our
agreement with the SEC has been
approved.”

BY MEENA THIRUVENGADAM
AND KARA SCANNELL

Two buyout figures
urge changes to fees

ABU DHABI, United Arab Emir-
ates—Two of the private-equity in-
dustry’s biggest names have called
for an overhaul of buyout firms’
fee model, so that the best firms
would charge more and the weak-
est concede ground to investors.

David Rubenstein, the co-
founder of U.S.-based private-eq-
uity firm Carlyle Group LP, and
Better Capital LLP founder Jon
Moulton added their voices to the
fee debate, in some of the stron-
gest comments made by buyout
managers about their lucrative in-
come stream.

At the SuperReturn Middle East
conference in Abu Dhabi, Mr.
Rubenstein predicted private eq-
uity would move away from its
“one-size-fits-all fee model.” He
said a market in fees was likely to
emerge as the returns from recent
funds become clear.

Mr. Moulton said at the same
conference, “I am appalled at the
lack of diversity of terms. Every
other industry charges different
fees for different products.”

The industry veterans’ state-
ments could increase investor pres-
sure for buyout firms to alter their
fee model. The model allows them
to charge a 2% annual management
fee and receive a 20% share of
profits, as well as taking transac-
tion fees from portfolio companies.

Mr. Rubenstein said most buy-
out firms are in a weak position in
negotiations, but if firms can dem-
onstrate they have outperformed, a
market in fees will develop. “If
some firms come back to market
with very attractive returns, of
40% say, LPs [limited partners or
investors] would accept different
terms [for the best funds]. Now,
GPs [general partners] are more
like beggars. The market will dif-
ferentiate in future,” he said.

Mr. Rubenstein also said buyout
firms are likely to start advertising
to capitalize on their brand names,
in what would be another depar-
ture for the industry. “It is helpful
to have a brand when raising new
funds, and brand value is increas-
ing,” he said. “Firms will start to
advertise and market to aid fund
raising.”

Mr. Rubenstein said interest in
private equity was returning as in-
vestors concluded it had withstood
the downturn better than almost
any other asset class. “Deals
agreed in 2005-08 will yield mod-
est returns,” he said. “But deals
done in 2009-10 are likely to have
spectacularly high returns because
firms bought at low prices. Almost
everything bought in late 2008-09
will be good.”

Mr. Rubenstein said that in the
future, however, deals and funds
are likely to be smaller.

—More at efinancialnews.com

BY TOM FAIRLESS

The government won’t be
able to meet its goal of
selling all of its Citigroup
holdings by the end of 2010.
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China signals rare-earth cuts
SHANGHAI—Chinese officials are

signaling plans to further reduce
rare-earth exports next year, sus-
taining its controls of the met-
als—key ingredients in high-technol-
ogy batteries and defense
products—that have already se-
verely frustrated foreign govern-
ments.

“Reducing the export quotas is
under consideration, but it’s too
early to talk about any reduction
rate,” Lin Donglu, secretary-general
of the Chinese Society of Rare
Earths, said in an interview on
Tuesday. The state-run English-lan-
guage China Daily quoted an un-
named Commerce Ministry official
suggesting that cuts of as much as
30% from already-trimmed 2010 lev-
els are possible. A Commerce Minis-
try official declined to confirm the
report and the ministry didn’t reply
to faxed questions Tuesday.

Speaking at a conference on
rare-earth elements in southeastern
China, Chinese officials, including a
Commerce Ministry deputy director,
Jiang Fan, highlighted their concern
about aggressive development of
the country’s resources, attendees
said.

One official there suggested
China, by far the world’s largest
producer and consumer, could even
become an importer.

“Their main thrust was China
needs to work to protect its rare-
earth industry,” said Nigel Tunna,
managing director of Metals Pages
Ltd., host of the conference.

China’s decision in recent
months to impose tougher quotas
on rare-earth metal exports has
sparked outcry from Tokyo to Wash-
ington.

China, which uses around half of
its output of the elements and pro-
duces around 97% of world supply,
says its limits—which this year aim

to cut exports around 40% from
2009—reflect its growing environ-
mental awareness, are perfectly le-
gal and won’t be used as a policy
tool.

Yet, importers worry reductions
are designed to lift their metals im-
port costs, undermine their high-
technology industries and unnerve
their defense departments.

The metals—17 chemically simi-
lar and expensive-to-mine ele-
ments—are critical to the manufac-
ture of products from iPhones to
smart bombs.

Asked at a news conference
Tuesday whether limits have been
imposed on export of rare-earth
metals to Japan—the world’s big-
gest importer and recently em-
broiled in a diplomatic spat with
Beijing—Ministry of Foreign Affairs
spokeswoman Ma Zhaoxu side-
stepped the question, saying the
government rare-earth controls are
“not only for China’s development,
but for the world’s development.”

In an interview, a local official in
one of China’s rare-earth processing
regions said a cut in China’s output

toward 100,000 metric tons in 2011
from about 120,000 tons this year
would be in line with the country’s
official policy.

China dominates global produc-
tion of rare earth, but it hasn’t al-
ways done so. During the 1990s, the
Chinese government pursued a pol-
icy to expand its industry, at a time
when many Western producers were
succumbing to high costs and tight-
ening environmental controls.

Deposits of the elements are
found in numerous places and min-
ing, technology, defense and invest-
ment companies are now scrambling
to establish alternatives to increas-
ingly uncertain imports from China,
sparking something akin to a mini-
gold rush. The activity has hastened
after Beijing’s latest quota was an-
nounced in July.

The effects of China’s latest cuts
began being felt especially in the
past few months. Japanese compa-
nies have said shipments became se-
verely restricted late last month. Ja-
pan plans to allocate 100 billion yen
($1.2 billion) this fiscal year to im-
prove rare-earth supplies.

MolyCorp. Inc. Chief Executive
Officer Mark A. Smith told Tues-
day’s conference, according to a text
of his presentation, that his Colo-
rado-based company is on track and
within budget to deploy a manufac-
turing supply chain by the end of
2012 that includes production of
nine of the “most commercially sig-
nificant” rare earths.

Fresh mining at MolyCorp’s
Mountain Pass, Calif., mine—once
the world’s largest rare-earth pro-
ducer—will begin next year, Mr.
Smith said, with output of 20,000
metric tons of rare-earth oxides ex-
pected by the end of 2012.

A further increase to 40,000 tons
would take as much as an additional
18 months and cost as much as
$200 million, Mr. Smith said.

“There is little question that it
will take many nations and many
producers doing their best to in-
crease production if we are to meet
rising demand in the clean energy,
high-tech, defense and pollution-
control sectors,” Mr. Smith said.

—Yajun Zhang in Beijing
contributed to this article.

BY JAMES T. AREDDY

Source: U.S. Geological Survey
Photo: Associated Press/Kyodo News
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Chunks of chemically
processed rare-earth
metals are shown in Beijing.

Israel’s bank chief defends interventions
JERUSALEM—Israel’s influential

central bank chief Stanley Fischer
defended his aggressive attempts to
keep a lid on the shekel, saying his
long-running currency intervention
has successfully protected Israel
from the worst of the global eco-
nomic and financial crisis.

His defense, in an interview,
comes as other countries, including
Japan and Brazil, have more re-
cently moved to keep their own cur-
rencies in check to stimulate exports
and, by extension, broader economic
growth.

That has roiled currency markets
in recent weeks, triggering a debate
on the need for new global accords
to better regulate exchange-rate pol-
icy. Mr. Fischer’s weak-shekel policy
predates the current turmoil, and
hasn’t generated much fuss because
of the relatively small size of Israel’s
economy.

But Mr. Fischer commands an
outsized voice in global financial
markets, in part because of his role
tamping down the Asian financial
crisis in the late 1990s, when he was
the International Monetary Fund’s
second-in-command.

“The prime reason we’re con-
tinuing to intervene is we want to
protect, we want to not penalize the
export sector excessively” from ex-

aggerated currency fluctuations, he
said.

Complicating efforts to keep the
shekel’s value in check, Mr. Fischer
has steadily raised interest rates
amid a real-estate boom. But by do-
ing so, he adds upward pressure on
the shekel by luring investors.

Mr. Fischer shrugged off the
competing challenges. “It’s rare in
central banking that you’re not en-
gaged in an act of trying to balance
various conflicting factors,” he said.

Israel’s challenge is similar to
that of many other export-depen-

dent economies that have struggled
to keep their currencies relatively
weak and their exports competitive
as global investors—in search of
higher yields—pour money into
their markets.

Mr. Fischer began buying up dol-
lars in March 2008, the first inter-
vention by the Israeli central bank
in currency markets in over a de-
cade. The global financial crisis was
starting to snowball, and the buying
was aimed at bolstering Israel’s
then-low foreign reserves for tough
times ahead, as well as depressing

the shekel to help ailing exporters,
who account for between 40% and
45% of Israel’s economic output.

From mid-2008 to mid-2009, the
bank snatched up $100 million a
day. It has continued at a furious
pace, adding over $7 billion to its
reserves so far this year.

In mid-2008, the dollar was
fetching about three shekels before
strengthening against the Israeli
currency amid the intervention.
Through most of 2010, the dollar
was buying just under four shekels,
through it has fallen back again to
around 3.6 shekels in recent weeks.

The dollar buying equals roughly
3% of gross domestic product. For-
eign reserves stand at nearly $70
billion, up from $29 billion before
Mr. Fischer began his dollar binge.

Mr. Fischer has faced criticism
for his aggressive interventions
both at home and abroad. The Orga-
nization for Economic Cooperation
and Development has urged a halt,
warning interventions could in-
crease inflation and damage the
bank’s credibility. Mr. Fischer’s two
predecessors and Finance Minister
Yuval Steinitz have all publicly ques-
tioned the policy.

But the move appears to have
helped exports. Since exports bot-
tomed out in the first quarter of
2009, they have steadily rebounded,
nearly returning to precrisis levels.

BY CHARLES LEVINSON

Japan
lowers
economic
outlook

TOKYO—The Japanese govern-
ment officially downgraded its view
on the economy for the first time
since February 2009, as a strong
yen and lower demand from else-
where in Asia begin to cut into the
core industrial sector.

“The economic momentum ap-
pears to be entering a lull,” the gov-
ernment said in its monthly eco-
nomic report, issued Tuesday.
Briefing reporters on the results,
Minister of State for Economic and
Fiscal Policy Banri Kaieda cautioned
that “the October-December period
will be difficult.”

Though officials contend Japan’s
export-dependent economy remains
on a modest growth path, the report
is the latest indication of weakness.

“Shipments have been weakening
recently, and the latest data clearly
showed industrial output has wors-
ened,” one official said. Japanese
authorities have become increas-
ingly fretful about the economy dur-
ing the yen’s rise against the dollar.
Up 14% since early June, the yen is
near a high of 79.75 to the dollar.

“If the strong yen persists for a
comparatively long period of time,
that would be a very serious prob-
lem,” Mr. Kaieda said. Government
officials, the Bank of Japan and pri-
vate-sector corporate leaders have
warned that the yen’s strength will
have a serious impact. Not only
does it undercut the competitive-
ness of Japanese exporters, it also
reduces the value of overseas earn-
ings when brought back to Japan.

Finance Minister Yoshihiko Noda
noted again Tuesday the govern-
ment’s readiness to intervene in the
currency market and urged global
leaders to work together to stabilize
exchange rates. In mid-September,
Tokyo set a single-day record by
selling an estimated two trillion yen
($24.64 billion).

“Our stance is unchanged,” Mr.
Noda said at a news conference as
the yen hovered around 81.30 to the
dollar, close to 15-year highs. “We
will continue to watch market devel-
opments with great interest and, if
we find it necessary, we will re-
spond decisively.”

To ensure the recovery of the
global economy, he said, the inter-
national community must devote it-
self to stabilizing the currency mar-
ket. Finance ministers and central
bankers from the Group of 20 ad-
vanced and developing nations will
meet in South Korea on Friday and
Saturday to prepare for a summit of
G-20 leaders next month.

Some observers expect that a
key theme will be how to prevent a
destabilizing global race among
countries to push down their cur-
rencies in hopes of bolstering ex-
ports.

The Bank of Japan has joined the
government in the effort to hold
back the yen, introducing new eas-
ing measures designed to push
down interest rates and so make the
yen a less-attractive investment.

It also launched a five-trillion-
yen fund to purchase government
bonds.

—Takashi Nakamichi
and Kosaku Narioka

contributed to this article.

BY TAKASHI MOCHIZUKI

Israel’s central bank under Stanley Fischer has been buying dollars since 2008.
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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 10/18 USD 10.63 2.5 3.5 10.5
Am Blend Portfolio I US EQ LUX 10/18 USD 12.58 2.9 4.1 11.3
Am Growth A US EQ LUX 10/18 USD 31.41 0.5 3.3 17.2
Am Growth B US EQ LUX 10/18 USD 26.20 -0.2 2.2 16.0
Am Growth I US EQ LUX 10/18 USD 35.03 1.2 4.1 18.1
Am Income A US BD LUX 10/18 USD 9.09 12.5 14.0 21.6
Am Income A2 US BD LUX 10/18 USD 21.48 12.8 14.0 21.6
Am Income B US BD LUX 10/18 USD 9.09 11.9 13.2 20.7
Am Income B2 US BD LUX 10/18 USD 18.41 12.2 13.2 20.8
Am Income I US BD LUX 10/18 USD 9.09 13.0 14.7 22.4
Emg Mkts Debt A GL BD LUX 10/18 USD 17.16 15.5 15.7 32.5
Emg Mkts Debt A2 GL BD LUX 10/18 USD 23.30 15.9 15.6 32.6

Emg Mkts Debt B GL BD LUX 10/18 USD 17.16 14.8 14.6 31.3
Emg Mkts Debt B2 GL BD LUX 10/18 USD 22.27 15.0 14.6 31.3
Emg Mkts Debt I GL BD LUX 10/18 USD 17.16 16.0 16.3 33.2
Emg Mkts Growth A GL EQ LUX 10/18 USD 38.37 10.7 15.6 35.5
Emg Mkts Growth B GL EQ LUX 10/18 USD 32.26 9.8 14.5 34.1
Emg Mkts Growth I GL EQ LUX 10/18 USD 42.81 11.5 16.6 36.6
Eur Income A EU BD LUX 10/18 EUR 7.02 11.0 12.0 20.7
Eur Income A2 EU BD LUX 10/18 EUR 14.33 11.3 12.0 20.7
Eur Income B EU BD LUX 10/18 EUR 7.02 10.4 11.3 19.9
Eur Income B2 EU BD LUX 10/18 EUR 13.25 10.7 11.2 19.8
Eur Income I EU BD LUX 10/18 EUR 7.02 11.4 12.5 21.4
Eur Strat Value A EU EQ LUX 10/18 EUR 8.86 3.9 5.9 9.2
Eur Strat Value I EU EQ LUX 10/18 EUR 9.12 4.3 6.7 10.0
Eur Value A EU EQ LUX 10/18 EUR 9.52 3.5 6.1 11.8
Eur Value B EU EQ LUX 10/18 EUR 8.68 2.6 5.0 10.6
Eur Value I EU EQ LUX 10/18 EUR 11.06 4.1 6.9 12.6
EuroZone Strat Val AX EU EQ LUX 10/18 EUR 7.75 10.2 12.5 12.3
EuroZone Strat Val BX EU EQ LUX 10/18 EUR 6.91 9.3 11.3 11.2
EuroZone Strat Val IX EU EQ LUX 10/18 EUR 8.50 10.8 13.3 13.2
Gl Balanced (Euro) A EU BA LUX 10/18 USD 16.79 NS NS NS
Gl Balanced (Euro) B EU BA LUX 10/18 USD 16.22 NS NS NS
Gl Balanced (Euro) C EU BA LUX 10/18 USD 16.61 NS NS NS
Gl Balanced (Euro) I EU BA LUX 10/18 USD 17.18 NS NS NS
Gl Balanced A US BA LUX 10/18 USD 17.27 4.8 5.5 12.8
Gl Balanced B US BA LUX 10/18 USD 16.29 4.0 4.4 11.7
Gl Balanced I US BA LUX 10/18 USD 18.01 5.4 6.3 13.6
Gl Bond A US BD LUX 10/18 USD 9.75 8.7 9.4 13.0
Gl Bond A2 US BD LUX 10/18 USD 17.43 8.9 9.4 12.9
Gl Bond B US BD LUX 10/18 USD 9.75 7.9 8.4 11.9
Gl Bond B2 US BD LUX 10/18 USD 15.14 8.0 8.3 11.8
Gl Bond I US BD LUX 10/18 USD 9.75 9.1 10.0 13.6
Gl Conservative A US BA LUX 10/18 USD 15.37 5.0 5.8 10.3

Gl Conservative A2 US BA LUX 10/18 USD 17.77 5.0 5.7 10.3
Gl Conservative B US BA LUX 10/18 USD 15.35 4.1 4.6 9.2
Gl Conservative B2 US BA LUX 10/18 USD 16.75 4.1 4.7 9.1
Gl Conservative I US BA LUX 10/18 USD 15.46 5.5 6.6 11.2
Gl Eq Blend A GL EQ LUX 10/18 USD 11.85 1.6 2.4 11.5
Gl Eq Blend B GL EQ LUX 10/18 USD 11.03 0.7 1.4 10.3
Gl Eq Blend I GL EQ LUX 10/18 USD 12.58 2.3 3.2 12.4
Gl Growth A GL EQ LUX 10/18 USD 43.19 3.1 4.6 11.0
Gl Growth B GL EQ LUX 10/18 USD 35.77 2.3 3.6 9.9
Gl Growth I GL EQ LUX 10/18 USD 48.26 3.7 5.4 11.9
Gl High Yield A US BD LUX 10/18 USD 4.69 14.8 18.6 31.5
Gl High Yield A2 US BD LUX 10/18 USD 10.67 15.2 18.7 31.4
Gl High Yield B US BD LUX 10/18 USD 4.69 13.9 17.3 29.9
Gl High Yield B2 US BD LUX 10/18 USD 17.01 14.3 17.4 30.0
Gl High Yield I US BD LUX 10/18 USD 4.69 15.3 19.2 32.4
Gl Thematic Res A GL EQ LUX 10/18 USD 16.18 9.8 10.9 31.1
Gl Thematic Res B GL EQ LUX 10/18 USD 14.04 8.9 9.8 29.8
Gl Thematic Res I GL EQ LUX 10/18 USD 18.16 10.5 11.8 32.2
Gl Value A GL EQ LUX 10/18 USD 11.21 0.6 0.8 12.3
Gl Value B GL EQ LUX 10/18 USD 10.22 -0.2 -0.2 11.2
Gl Value I GL EQ LUX 10/18 USD 12.00 1.3 1.6 13.2
India Growth A EA EQ LUX 10/18 USD 157.66 24.2 26.3 NS
India Growth AX EA EQ LUX 10/18 USD 138.13 24.5 26.7 53.6
India Growth B EA EQ LUX 10/18 USD 163.85 23.2 25.1 NS
India Growth BX EA EQ LUX 10/18 USD 117.14 23.5 25.4 52.1
India Growth I EA EQ LUX 10/18 USD 143.72 25.0 27.3 54.3
Int'l Health Care A OT EQ LUX 10/18 USD 135.82 -1.2 5.7 5.4
Int'l Health Care B OT EQ LUX 10/18 USD 113.65 -2.0 4.7 4.4
Int'l Health Care I OT EQ LUX 10/18 USD 149.34 -0.6 6.5 6.3
Int'l Technology A OT EQ LUX 10/18 USD 121.98 10.5 18.5 23.2
Int'l Technology B OT EQ LUX 10/18 USD 104.85 9.6 17.3 22.0
Int'l Technology I OT EQ LUX 10/18 USD 137.64 11.2 19.4 24.2

Japan Blend A JP EQ LUX 10/18 JPY 5544.00 -8.0 -4.7 -1.2
Japan Growth A JP EQ LUX 10/18 JPY 5228.00 -11.0 -9.0 -6.0
Japan Growth I JP EQ LUX 10/18 JPY 5415.00 -10.4 -8.2 -5.2
Japan Strat Value A JP EQ LUX 10/18 JPY 5874.00 -4.0 0.5 3.9
Japan Strat Value I JP EQ LUX 10/18 JPY 6069.00 -3.4 1.3 4.7
Real Estate Sec. A OT EQ LUX 10/18 USD 16.75 16.7 19.3 18.6
Real Estate Sec. B OT EQ LUX 10/18 USD 15.19 15.8 18.1 17.5
Real Estate Sec. I OT EQ LUX 10/18 USD 18.12 17.5 20.2 19.6
Short Mat Dollar A US BD LUX 10/18 USD 7.42 4.2 6.3 4.1
Short Mat Dollar A2 US BD LUX 10/18 USD 10.21 4.3 6.2 3.9
Short Mat Dollar B US BD LUX 10/18 USD 7.42 3.8 5.8 3.6
Short Mat Dollar B2 US BD LUX 10/18 USD 10.13 4.0 5.9 3.5
Short Mat Dollar I US BD LUX 10/18 USD 7.42 4.6 6.9 4.6
US Thematic Portfolio A EUR H US EQ LUX 10/18 EUR 16.74 NS NS NS
US Thematic Portfolio B EUR H US EQ LUX 10/18 EUR 16.70 NS NS NS
US Thematic Portfolio C EUR H US EQ LUX 10/18 EUR 16.72 NS NS NS
US Thematic Portfolio I EUR H US EQ LUX 10/18 EUR 16.77 NS NS NS
US Thematic Research A US EQ LUX 10/18 USD 9.34 9.5 11.6 14.6
US Thematic Research B US EQ LUX 10/18 USD 8.53 8.7 10.5 13.4
US Thematic Research I US EQ LUX 10/18 USD 10.12 10.2 12.6 15.5

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 10/18 GBP 8.53 3.5 8.2 18.8
Andfs. Borsa Global GL EQ AND 10/18 EUR 6.28 -3.3 -1.0 1.9

FUND SCORECARD
US Large-Cap Blend Equity
Funds that are fairly representative of the U.S. large-cap equity market. At least 75% of total assets are
invested in equities. Ranked on % total return (dividends reinvested) in U.S. dollars for one year ending
October 19, 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

NS Amundi ETF Amundi Investment EURFRA 16.18 32.24 NS NS
Leveraged MSCI USA Daily A Solutions

3 Allianz Allianz Global EURFRA 16.84 27.05 20.72 -0.80
Amériques StocksPLUS A/I Investors France

NS Sydinvest Sydinvest DKKDNK 15.60 23.31 12.93 -4.55
USA

NS Hereford Hereford Funds USDLUX 14.63 23.21 NS NS
DGHM US All-Cap Value A

3 Reyl (LUX) Reyl Asset USDLUX 14.12 22.99 12.39 -1.74
GF North Amer Equities B Management

3 DKO-Lux-Aktien WARBURG INVEST USDLUX 10.22 22.45 13.40 -3.14
Nordamerika LUXEMBOURG S.A.

5 Hottinger IF Hottinger Cie USDLUX 10.89 21.95 9.23 0.22
Nord-American Blue Chips

5 LGT Multi LGT Capital USDLIE 12.63 21.46 15.18 -1.01
Manager Eq North Amer USD B Management AG

NS Lyxor ETF Lyxor GBPFRA 9.19 21.35 10.42 NS
Dow Jones Indl Average GBP International Asset Management

3 Seri-Value IFM Independent USDLIE 10.89 21.32 3.86 -3.60
America Equity (USD) Fund Management AG

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
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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 EU OT CYM 08/31 EUR 99.53 -0.3 -0.2 -5.9
D'Auriol Opp F3 EUR EU MM CYM 08/31 EUR 941.28 -4.8 -4.3 -13.1

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

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com
Horseman EmMkt Opp EUR GL EQ USA 01/31 EUR 187.60 -23.2 -21.7 -7.7
Horseman EmMkt Opp USD GL EQ USA 01/31 USD 194.78 -24.5 -22.7 -9.1
Horseman EurSelLtd EUR EU EQ GBR 09/30 EUR 208.90 7.1 10.2 -0.7
Horseman EurSelLtd USD EU EQ GBR 09/30 USD 221.07 9.5 12.7 0.5
Horseman Glbl Ltd EUR GL EQ CYM 09/30 USD 398.75 7.6 4.9 -4.1
Horseman Glbl Ltd USD GL EQ CYM 09/30 USD 398.75 7.6 4.9 -4.1

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 -0.7 3.7 -2.0
Special Opp Inst EUR OT OT CYM 09/30 EUR 86.52 -0.3 4.4 -1.5
Special Opp Inst USD OT OT CYM 09/30 USD 98.53 0.0 4.7 0.6
Special Opp USD OT OT CYM 09/30 USD 95.98 -0.5 4.0 -0.1

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 1.0 2.2 1.7
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 1.6 2.9 1.9
GH Fund Inst USD OT OT GGY 09/30 USD 113.93 1.9 3.5 4.1
GH FUND S EUR OT OT CYM 09/30 EUR 130.94 2.3 4.0 3.0
GH FUND S GBP OT OT GGY 09/30 GBP 136.14 2.6 4.3 3.1
GH Fund S USD OT OT CYM 09/30 USD 153.79 2.4 4.1 4.6
GH Fund USD OT OT GGY 09/30 USD 277.42 1.3 2.7 3.2
Hedge Investments OT OT JEY 08/31 USD 139.81 NS 2.9 NS
Leverage GH USD OT OT GGY 09/30 USD 121.63 1.0 3.3 2.8
MultiAdv Arb CHF Hdg OT OT JEY 09/30 CHF 95.62 1.1 3.2 -1.0
MultiAdv Arb EUR Hdg OT OT JEY 09/30 EUR 104.51 1.5 3.8 -0.5
MultiAdv Arb GBP Hdg OT OT JEY 09/30 GBP 112.84 1.6 3.9 -0.9
MultiAdv Arb S EUR OT OT CYM 09/30 EUR 112.88 2.5 5.2 0.7
MultiAdv Arb S GBP OT OT CYM 09/30 GBP 118.35 2.7 5.3 0.5
MultiAdv Arb S USD OT OT CYM 09/30 USD 128.94 2.4 5.0 2.3
MultiAdv Arb USD OT OT JEY 09/30 USD 196.86 1.4 3.7 1.1

n HSBC Uni-folio
Asian AdbantEdge EUR OT OT JEY 09/30 EUR 98.86 -0.4 0.5 1.1
Asian AdvantEdge OT OT JEY 09/30 USD 181.97 -0.4 0.7 2.5
Emerg AdvantEdge OT OT JEY 09/30 USD 169.26 1.1 2.3 2.2
Emerg AdvantEdge EUR OT OT JEY 09/30 EUR 93.81 0.6 1.9 0.1
Europ AdvantEdge EUR OT OT JEY 09/30 EUR 129.49 -2.4 -3.2 2.8
Europ AdvantEdge USD OT OT JEY 09/30 USD 137.34 -2.6 -3.3 3.7
Real AdvantEdge EUR OT OT JEY 09/30 EUR 106.11 -1.9 -0.7 NS
Real AdvantEdge USD OT OT JEY 09/30 USD 106.87 -1.3 -0.1 NS
Trading Adv JPY OT OT GGY 07/30 JPY 9414.60 2.1 -1.0 NS
Trading AdvantEdge OT OT GGY 09/30 USD 147.33 5.0 0.5 1.5
Trading AdvantEdge EUR OT OT GGY 09/30 EUR 133.15 4.5 -0.1 1.2
Trading AdvantEdge GBP OT OT GGY 09/30 GBP 141.64 5.2 0.7 2.0

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 10/15 USD 405.11 9.9 12.3 12.1
Antanta MidCap Fund EE EQ AND 10/15 USD 829.26 16.8 27.6 17.2
Meriden Opps Fund GL OT AND 10/13 EUR 44.37 -26.0 NS -33.6
Meriden Protective Div GL EQ AND 09/01 EUR 79.14 NS NS NS

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

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR Cls H GL OT CYM 08/31 EUR 1036.88 11.2 10.4 NS
Winton Evolution GBP Cls G GL OT CYM 08/31 GBP 1043.04 11.5 10.7 NS
Winton Evolution USD Cls F GL OT CYM 08/31 USD 1314.75 11.2 10.6 7.2
Winton Futures EUR Cls C GL OT VGB 08/31 EUR 214.32 9.8 10.6 8.0
Winton Futures GBP Cls D GL OT VGB 08/31 GBP 231.82 9.9 10.9 8.5
Winton Futures JPY Cls E GL OT VGB 08/31 JPY 15141.24 11.1 11.8 7.3
Winton Futures USD Cls B GL OT VGB 08/31 USD 760.93 9.8 10.8 7.9

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 09/30.00 USD1425.72 7.4 -12.7 -6.5

China’s rate decision
sends stocks for loop

Stocks fell broadly on both sides
of the Atlantic following a surprise
increase in short-term interest rates
by China. Mixed news about corpo-
rate earnings and uncertainty over
bondholders’ efforts to force banks
to repurchase soured mortgages
added to the losses.

The euro lost ground against the
dollar, while oil and gold prices fell.

The Stoxx Europe 600 index
closed down 0.5% at 265.24. The
U.K.’s FTSE 100 index fell 0.7% to
5703.89, France’s CAC-40 index
ended down 0.7% at 3807.17 and
Germany’s DAX slipped 0.4% to
6490.69.

Basic-resource shares went into
broad retreat after the People’s
Bank of China said it will raise its
benchmark deposit and lending
rates by 0.25 percentage point, ef-
fective Wednesday. Traders said the
move, which most had not expected
until next year, was a clear sign that
China wants to tamp down its
growth to fight off inflation.

The Stoxx Europe 600 index for
basic resources ended down 2.5% as
investors worried that the move
would cut into demand for commod-
ities. Among individual stocks in the
sector, Fresnillo, a miner of gold
and silver, slumped 5.3%, while the

steel company ArcelorMittal
dropped 1.6%.

Meanwhile, technology stocks
fell following Apple’s results Mon-
day. While the company’s earnings
beat forecasts, investors were disap-
pointed by news of weaker-than-ex-
pected iPad sales and a downbeat
outlook for the next quarter. The
Pan Europe Stoxx 600 technology
index ended 1.4% lower. Apple was
down 3.1% in afternoon trading.

U.S. stocks briefly found relief
from news that U.S. housing starts

increased 0.3% in September. Econo-
mists had expected a decline. While
this helped U.S. homebuilders, other
developments, such as China’s rate
increase and reports of efforts by
holders of mortgage-backed securi-
ties to force Bank of America to
buy back nonperforming loans,
weighed on the market.

The Dow Jones Industrial Aver-
age closed down 165.07 points, or
1.5%, at 10978.62.

“I think for most investors this is
a pretty complex issue and the un-
certainty associated with it is
spooking people a bit,” said Barry
Knapp, managing director of equity
research at Barclays Capital.

Stock in Bank of America fell
3.1% by mid afternoon in New York.
The stock had risen earlier as inves-
tors responded to news that it
posted a wider third-quarter loss,
but its adjusted results beat esti-
mates.

Goldman Sachs’ earnings fell
less than analysts expected. The
stock gained 3% by mid afternoon.

The euro fell to $1.3743, from
$1.3992 late Monday in New York.
The pound traded at $1.5704, from
$1.5932. The dollar was at 81.45 yen,
from 81.18 yen.

The dollar’s gains, combined
with doubt about Chinese demand,
put pressure on commodities prices.
Light, sweet crude for November de-
livery fell $3.59 per barrel, or 4.3%,
to $79.49 on the New York Mercan-
tile Exchange. Gold for October de-
livery fell $36.10 per ounce, or 2.6%,
to $1335.10 on the Comex division of
Nymex.

In major market action: Shares
of Autonomy, a software company,

gained 1.8% in London. The company
said third-quarter profit rose 22% as
sales increased by 9.9%.

In Paris, oil major Total lost
1.7%. Technology stocks were also
weak: Services company Capgemini
fell 2.1% and equipment maker Alca-
tel-Lucent declined 3.8%.

Banks continuned to gain ground
following solid earnings in the U.S.

Shares of Société Générale rose
1.7%. Shares of Royal Bank of Scot-
land Group rose 1.4% and in Ger-
many, Deutsche Bank rose 1.8%.

Shares of Munich Re gained
0.8% on news that Warren Buffett’s
Berkshire Hathaway Inc. lifted its
stake in the reinsurer.

—Barbara Kollmeyer contributed
to this article.

BY MICHELE MAATOUK

Shares of mining companies
and oil producers fell as
investors worried that the
rate increase would cut into
demand for commodities. Oil
fell by 4.3%.


