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U.K. to make
prisoners work,
paying victims

BIRMINGHAM, England—
In a move designed to appeal
to the U.K. Conservative
Party’s grass-roots members,
Justice Secretary Ken Clarke
is expected Tuesday to an-
nounce plans to force prison-
ers to work 40-hour weeks,
with a part of the money ear-
marked for compensating
crime victims.

The new policy will involve
private companies employing
prisoners inside jails to do
work such as sorting recycled
trash and basic data entry.

Speaking at the Conserva-
tives’ annual conference in
Birmingham—the first since
the party took power in a co-
alition government with the
Liberal Democrats—Mr. Clarke
is scheduled to say that in or-
der to raise funds to provide
compensation for crime vic-
tims, the coalition govern-
ment will instill a “regime of
hard work” in U.K. jails.

“Most prisoners lead a life
of enforced, bored idleness,

where getting out of bed is
optional,” Mr. Clarke will say,
according to extracts of his
speech.

Ministry of Justice figures
show that 85,495 people were
imprisoned in the U.K. as of
Oct. 1. Most prisoners don’t
currently work.

Mr. Clarke—who earlier
this year broke with years of
Conservative orthodoxy by
questioning whether prison
always works and by saying
that budget cuts mean the
government should try to re-
duce the numbers of prison-
ers—is likely to win favor
with Conservative supporters
with who favor a tough stance
on law and order.

A person familiar with the
policy said the prisoners em-
ployed by private companies
would be paid the minimum
wage of £5.93 ($9.39) per
hour and about a fifth of that
amount would be paid to vic-
tims. Compensation for vic-
tims is expected to total more
than £100 million each year,
according to Conservative
Party estimates.

Mr. Clarke is also due to
outline plans to introduce leg-
islation to make sure victims
receive compensation from all
prisoner wages. Under current
laws, victims receive a portion
of prisoners’ wages only if the
work is done outside the
prison, which means only
around £1 million is generated
each year by prisoners in
open jails who are able to
hold outside jobs.

The government will also
explore a trial of a large-scale
working prison and will con-
sult with the private sector
about how they might be
prompted to pay higher wages
to prisoners, which would
subsequently mean victims
receive more compensation.

Mr. Clarke is to highlight
some companies—such U.K.
shoe-repair and key-cutting
chain Timpson, utility Na-
tional Grid PLC and U.S. net-
working company Cisco Sys-
tems Inc.—that already work
with prisons.

BY AINSLEY THOMSON
AND LAURENCE NORMAN

Twitter names new CEO,
as co-founder steps aside

Twitter Inc., which is try-
ing to turn its popular mi-
croblogging service into a
profit generator, on Monday
announced that its chief oper-
ating officer, Dick Costolo, is
now chief executive.

Evan Williams, a co-
founder who has headed the
closely held company for the
past two years, said he would
step down to focus on product
strategy. “Building things is
my passion,” Mr. Williams
wrote on the company’s blog,
adding that he asked Mr. Cos-
tolo to take the helm.

Mr. Costolo joined Twitter
last year and has been leading
its advertising initiatives. Mr.

Costolo was formerly a prod-
uct manager at Google Inc.
The Web search giant in 2007
purchased a company Mr.
Costolo headed, called Feed-
Burner, which distributed
podcasts, blogs and other In-
ternet content.

Several marketers includ-
ing Virgin America and Veri-
zon Wireless have touted the
success of advertising on
Twitter, while others say it
remains an experiment.

In recent weeks, Twitter
began rolling out a redesign
of its website in an effort to
give advertisers a better plat-
form to showcase photos or
videos. As part of its efforts
to woo marketers, Twitter in
recent months hired experi-

enced advertising executives
from Google and Facebook,
among other companies.

Each day Twitter users
post more than 90 million
short messages, called tweets,
a flood of brief messages that
can be hard to sort through.

In its experimentation
with advertising, Twitter of-
fers “Promoted Tweets,”
where marketers pay to have
their messages listed as the
first result when a user
searches on Twitter.com. The
site handled about 130 million
searches in August, according
to comScore Inc.

Mr. Costolo previously said
in an interview that the com-
pany’s ad initiatives have ex-
ceeded expectations.

BY AMIR EFRATI
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East’s promise
appears empty
for Potash

When it comes to boosting the
price of commodities, China rules. It
is having a harder time supporting
the stock price of Potash Corp. of
Saskatchewan.

Since the middle of last month,
news stories have surfaced every
few days suggesting a Chinese bid-
der is on the cusp of launching a bid
for Potash to compete with BHP Bil-
liton’s offer.

Yet expectations of an actual bid
battle have weakened. Having fluc-
tuated between $145 and $150 since
BHP’s offer surfaced, Potash’s stock
has been sliding since Sept. 20. By
midmorning on Monday, it was trad-
ing below $142. BHP’s offer is $130.

Then came the release of a re-
port commissioned by the
Saskatchewan government, looking
into the impact of a Potash takeover.
Under the base case, a BHP takeover
would cost $200 million a year over
a decade in foregone government
revenue, or 2% of the total, and
would present “minimal” risk to the
province.

In contrast, the report concludes
that a takeover led by a Chinese
buyer presents a “more serious”
risk.

Postulating that such a buyer
might be willing to run Potash’s as-
sets at a loss in order to subsidize
Chinese farmers’ fertilizer costs, it
suggests that lost government reve-
nue could total $775 million a year.

The 2% jump in Potash’s stock
price back above $144 that followed
the report’s release reinforces the
notion that hopes for a Chinese
counterbid have faded.

Instead, the report’s relatively
reassuring message regarding a BHP
bid seems to have encouraged hopes
that the end result will be the ac-
ceptance of a sweetened offer from
the Anglo-Australian miner. The
likelihood of that getting back to
$150 or more, however, is that much
less without the aid of Chinese
whispers.

—Liam Denning

Swiss go loco for some CoCo bonds
UBS and Credit Suisse Group

can breathe a little easier.
A Swiss Commission of Experts

may have just proposed the coun-
try’s two biggest banks be required
to hold capital equivalent to 19% of
their risk-weighted assets, nearly
three times the Basel III minimum,
but it could have been worse. Only
10% of this capital need be common
equity; the other 9% can take the
form of contingent convertible
bonds, or CoCos.

But the banks shouldn’t be com-
placent. There currently is no market
for these CoCos, and it isn’t clear
there ever will be.

Regulators, banks and investors
have been discussing designing
bonds that automatically convert
into equity when capital ratios fall
below a given level for at least a
year, so far to no avail. True, Lloyds
Banking Group was able to persuade
hybrid bond investors to convert
into higher-yielding CoCos, but only

because it was forbidden from pay-
ing the coupons on its existing debt.
Rabobank also issued a CoCo with
an automatic write-down mecha-
nism, but the bonds have performed
poorly so the concept hasn’t been
copied.

Swiss authorities hope their sup-
port kick-starts the market. But
fixed-income investors are reluctant,
and often unable, to hold bonds at
risk of turning into equity.

Banks are wary, too, because the
accounting is complex. More impor-
tant, regulators in other countries
appear to have cooled on the idea.
Many question whether CoCos serve
any useful purpose. Set the trigger
point too high and there will be no
market. Set it too low and they are
no use; the market will lose confi-
dence long before the trigger point
is reached.

Indeed, if the market fears the
bonds will convert, it could trigger a
share-price collapse, making them
live up to their reputation as “death-
spiral” bonds.

Sure, Swiss banks will issue Co-
Cos if they can, because the cost
should, in theory, be cheaper than
equity. Although for UBS, which says
it won’t pay a dividend until at least

2013, the benefits are less clear be-
cause the “running” costs of equity
are currently zero.

But the CoCo market will have to
be deep to provide the necessary li-
quidity. If the CoCos are to be Swiss
franc-denominated, as the expert
commission appears to want, the
combined banks’ issuance would
dwarf the entire Swiss franc bond
market.

So, Credit Suisse and UBS
shouldn’t let down their guard.

Both banks say they are confident
they can meet the new requirements
by the 2019 deadline without any
change in their business model. But
if CoCos aren’t viable, the Swiss reg-
ulator will have to decide what else
might fill the 9% capital shortfall.

UBS says it could generate sur-
plus capital with a common equity
ratio of 13%. But much higher than
this, the business model would start
to creak.

—Simon Nixon

Sanofi’s hostile Genzyme gamble
Sanofi-Aventis needs to tread

carefully. The French pharmaceutical
giant is going hostile with its $69-a-
share cash offer for Genzyme after
the U.S. biotech group rebuffed its
bid in August. But in appealing di-
rectly to shareholders, Sanofi still
may end up overpaying.

To cover the 38% premium to
Genzyme’s preoffer price, it needs to
find synergies of $5 billion. But the
taxed and capitalized value of syner-
gies so far identified is about $2 bil-
lion to $3 billion. Competitors are
gaining a foothold in its niche mar-
ket treating rare diseases. If Gen-
zyme becomes a division of big
pharma, the high prices it charges
patients could come under pressure.

The lack of a rival bid suggests
Genzyme, dogged by persistent man-
ufacturing problems, might not be
all Sanofi anticipates. That increases
the importance of due diligence. A
thorough inspection also is needed
to gauge future success for Gen-

zyme’s concentrated late-stage prod-
uct pipeline. True, if Genzyme share-
holders vote to accept the deal, its
board must approve the offer, at
which point Sanofi can perform due
diligence and walk away if necessary.
But management could limit the

time Sanofi is allotted.
Meanwhile, the $69 offer is likely

to be only a starting point for nego-
tiations. Sanofi Chief Executive Chris
Viehbacher has met shareholders
representing 53% of Genzyme’s share
base, noting they support a transac-
tion. Sanofi refuses to say whether
those meetings included activist in-
vestors Carl Icahn and Ralph Whit-
worth, whose firms own more than
20% of Genzyme’s shares.

Mr. Viehbacher insists he won’t
overpay. But even at $69 a share, it
is hard to see Genzyme generating
more than a 7% return on invested
capital after three years.

Any deal is unlikely to close until
well into 2011, distracting Mr. Vieh-
bacher at a time when Sanofi’s slow
progress on product development to
replace drugs facing patent expira-
tion is proving a drag on its own
shares. Going hostile on Genzyme
risks adding to Sanofi’s problems.

—Hester Plumridge

A
ge

nc
e

Fr
an

ce
-P

re
ss

e/
G

et
ty

Im
ag

es

Call it the Quattrone Premium.
After tech-investment banker
Frank Quattrone secured an exor-
bitant price for client 3PAR, an-
other small storage company, Isilon
Systems, is said to have hired him
to shop itself. Shares were up as
much as 10%, to $26, Monday. Year
to date, they’ve nearly quadrupled.

But Mr. Quattrone may have to
work serious magic to squeeze out
more value for Isilon shares. The
company has unique technology,
yet at $26, shares already trade at
10 times revenue and 100 times
Ebitda. 3PAR was taken out for
nearly identical multiples after a
bidding war between winner Hewl-
ett-Packard and loser Dell.

Dell is one obvious suitor, but
Cisco Systems also may be
tempted. After jumping into serv-
ers, storage may be the next hole
in the product portfolio that CEO
John Chambers seeks to fill.

—overheard@wsj.com

OVERHEARD

Sanofi could overpay for Genzyme if
it doesn’t proceed with caution.
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A branch of UBS in Lausanne.
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Sants won’t duck the culture question

Corporate
culture is an
amorphous
concept, hard to
measure and even
harder, one might

think, for an outsider to regulate.
Nevertheless, Hector Sants is
prepared to have a go. The head of
the U.K.’s Financial Services
Authority on Monday posed the
question: “Should a regulator seek
to regulate culture?” He answered
in the affirmative.

His audience at the Mansion
House in the City of London did
not take issue with him on this
somewhat controversial stance. A
collection of senior bankers and
others from the financial services
industry, they were aware that
they were there in the role of
penitents. Criticizing, or even
querying, the wisdom of the
regulator would not have been an
appropriate reaction.

They had already heard Marcus
Agius, the chairman of Barclays,
declare that, in the wake of the
financial crisis, bankers had to
show more contrition. “Far too
many people believe the ethical
standards of the City are
inappropriate,” he said.

Mr. Agius was giving a keynote
address at a conference entitled
“Values and Trust in the City:
Beyond Law and Regulation."

It had been convened by the
Lord Mayor of London because of
a belief that although moves were
now under way to deal with some
of the failings that had
precipitated the crash, such as
insufficient capital ratios, there
was an underlying legacy that
badly needed to be addressed: a
lack of trust in the financial world.

Although some institutions
may be largely exempt from blame
for the financial disaster, public
distrust of the sector is sweeping.
As Paul Tucker, the deputy
governor of the Bank of England,
put it, the public view was that,
“There had been a failure of the

rules of the game; a failure of
capitalism,” which led to a lack of
trust in the soundness of our
financial institutions. This was
not, he added, a problem
restricted to the U.K.

Mr. Sants argued that while
Basel III was dealing with capital
requirements and the Seoul G-20
meeting next month will attempt
to tackle the question of the “too
big to fail” banks, the issue of

trust was not receiving the
attention it should. Some of the
causes of the crisis were deeply
rooted in corporate cultures, he
said. They shaped behaviors and
judgments, hence cultural change
was, he declared, “essential.”

Nevertheless, the idea of the
regulator trying to regulate
culture is one which will perturb
many of his “clients”.

Mr. Sant reflected that when he
joined the FSA, he was told that
“The FSA does not do ethics.” But
Mr Sants does. He maintained that
in its authorization process, which
requires that practitioners should
act “with integrity,” the FSA is
already recognizing the
importance of culture. But how

will the FSA judge corporate
culture?

Outcomes are an obvious
reflection of culture but Mr. Sants
indicated that he would want to
look beyond. Character of senior
staff would, he suggested, be taken
into account. So would the actions
that firms take to ensure that they
have “the right culture”.

That would certainly point to a
need for firms to publish lots of
statements on their ethics; hold
regular briefings for staff and
probably bring in outside
consultants for regular training
sessions. Whether it would
actually change cultures is
debatable.

What does change behaviors is
remuneration. It remains, said Mr.
Agius, “the toxic question,”
although there have been some
moves by governments to tax or
cap banker bonuses, to limit the
amount that can be taken up-front
in cash and gear bonus schemes to
rewarding long-term performance,
the scale of banker remuneration
remains the cause of outrage
among the general public.

The conference heard the
familiar line that individual banks
wouldn’t move significantly to
curb payments out of line with the
industry because of the “first
mover disadvantage” that would
ensue as their top staff left for
competitors.

But Mr. Tucker did suggest
that he would like to see a move
towards schemes which saw

bankers carry some of the cost of
failure as well as collect the
benefits of success. Mr. Sants
wanted corporate cultures that
rewarded “good behavior.”

Yet a remuneration regime
which is judged uncompetitive
risks not only seeing a drift of
bankers to new employers, it may
presage a drift of banks, too.
France, in particular, continues to
court London-based institutions
and entice them to move across
the Channel with promises of a
more accommodating
environment.

Remuneration structures,
although certainly a contributory
factor in the crash, were not the
sole cause. Paul Myners, a former
Treasury minister, ventured
another view. A number of banks
failed, he suggested, not because
of issues of value or trust but
“because of a failure of
competency.”

The regulator failed to spot
that. Some might fear that if the
regulator now spends too much
time trying to patrol corporate
cultures, then it might again miss
more obvious shortcomings.

Virtue of a company man

Terry Leahy has spent virtually
all his working life at Tesco, the
past 14 years as chief executive.
That makes him a highly unusual
business leader. Sir John Rose,
who has just announced his
departure from Rolls-Royce, has
had a similarly long reign in the
chief executive’s office.

The average FTSE 100 chief
gets barely a third of that time in
the role and conventional wisdom
is that after anything more than
nine years, it is time for any
director to be shown the door. Yet
as Mr. Leahy explains in an
interview (see page 12), the
success of his company has
depended on a long-term strategy.
He has been prepared to instigate
projects that would not deliver
profit for years. Mr. Rose has done
the same at Rolls-Royce. Perhaps
boards should not merely criticize
investors for short-termism but
look also to their own decisions.

Hector Sants, the FSA chief executive, at the Mansion House, London, in June.
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Agribusiness

n Sinochem is exploring all ave-
nues to keep Potash Corp. of
Saskatchewan out of the hands of
BHP Billiton, including taking a
blocking stake in the company, a
person familiar with the matter
said. Among those helping the
Chinese state-owned chemical
company explore its options is
China’s biggest bank by assets, In-
dustrial & Commercial Bank of
China, which has also been tasked
with helping Sinochem raise funds
locally for a potential bid.
n BHP Billiton’s potential acquisi-
tion of Potash Corp. could cut
Saskatchewan’s tax revenues by at
least 2 billion Canadian dollars
(about $2 billion) over ten years,
according to a report by the Con-
ference Board of Canada.

i i i

Autos

n Toyota has completed repairs
on some five million vehicles in-
volved in three major U.S. recalls
announced in late 2009 and early
2010 for unintended acceleration
and braking issues. The car maker
also said all of its Toyota, Lexus
and Scion vehicles for the 2011
model year are equipped with new
event data recorders—the “black
boxes” that record conditions in a
vehicle and can be used to help
identify the cause of accidents.

n General Motors’ Opel division
confirmed that its Belgian plant in
Antwerp will be closed at the end
of the year as part of its compre-
hensive turnaround plan after no
suitable buyer was found.

n General Motors has begun
seeking out potential partnerships
and tie-ups with other auto mak-
ers in hopes of cutting costs and
sharing the burden of developing
new technologies. The move sig-
nals a significant shift in strategy.
Before GM was reorganized in
bankruptcy court last year, its
management and board took the
view that the company was large
enough to achieve economies of
scale and develop most technolo-
gies on its own.

i i i

Aviation

n Aer Lingus appointed Andrew
Macfarlane, who has been the
Irish airline’s interim chief finan-
cial officer since December 2009,
as its CFO. Before joining Aer Lin-
gus, Macfarlane was CFO at U.K.
pest control and cleaning group
Rentokil Initial. He was also CFO
at Land Securities Group, the U.K’s
largest real-estate investment
trust, and Intercontinental Hotels
Group’s Holiday Inn.

i i i

Banking

n UBS and Credit Suisse were
considered to be “too big to fail”
by a Swiss government expert
group, which proposed measures
to better protect Switzerland’s
economy from a potential failure
of the two major banks. These
measures would require UBS and
Credit Suisse to stow more and
better-quality capital.

n Italy’s Finance Ministry has ef-
fectively shut down Banca Carim,
a regional savings bank, handing
the central bank the power to
nominate new management and
supervise the lender’s administra-
tion. The measures were triggered

by “serious administrative irregu-
larities, violations of rules and se-
rious patrimonial losses,” the
Bank of Italy said.

i i i

Consumer goods

n Sara Lee has drawn interest
from buyout firm KKR, which ap-
proached the consumer-goods
company with an acquisition offer
after Chief Executive Brenda
Barnes stepped down earlier this
year, but Sara Lee rejected the
overture, according to people fa-
miliar with the matter.

i i i

Energy

n Chesapeake Energy will sell
some of its Barnett shale natural-
gas production to Barclays for
$1.15 billion, as Chesapeake looks
to reduce its debt in order to se-
cure an investment-grade credit
rating and Barclays bets that
prices are due to take off.

n Enel Green Power, the renew-
able energy unit of Enel, started
marketing its planned €3 billion
($4.1 billion) initial public offer-
ing, in what is set to be Europe’s
largest IPO in nearly three years.

n BP launched a €2 billion ($2.8
billion) bond, marking the first
time it has tapped European in-
vestors since the Gulf of Mexico
oil spill. It came hard on the heels
of a $3.5 billion issue last week in
the U.S., which the U.K. company
described as a return to business
as usual after the crisis.

i i i

Entertainment

n Walt Disney named a pair of
co-presidents to run its interac-
tive-media unit. One of the new
co-presidents, John Pleasants,
joined Disney after it acquired his
company, Playdom, in July. The
other, James Pitaro, recently
stepped down from running Ya-
hoo’s media properties.

i i i

Financial services

n AIA Group’s initial public offer-
ing values the pan-Asian life unit
of AIG at between $28.5 billion
and $30.5 billion, people familiar
with the deal said, meaning it
could well end up below the final
offer from Britain’s Prudential.
AIG, which is listing AIA to help
repay U.S. taxpayers after a huge
government bailout in 2008, is
planning to float about half of the
Asian life insurer, one of the
sources said.

n The U.S. Justice Department
filed a civil antitrust complaint
against American Express, saying
that the rules it imposes on mer-
chants that take its cards are anti-
competitive. At the same time,
Visa and MasterCard settled a
Justice Department antitrust
probe over credit-card acceptance
rules. Neither Visa nor Master-
Card admitted to any wrongdoing
as part of the settlement.

i i i

Pharmaceuticals

n Sanofi-Aventis launched an
$18.4 billion hostile takeover bid
for Genzyme, hoping to pressure
the U.S. biotech firm to strike a
deal after four months of fruitless
efforts to bring it to the negotiat-
ing table. Sanofi commenced a so-
called tender offer, bidding to buy
Genzyme stock directly from its
shareholders at $69 apiece. Sanofi
has yet to raise an offer that Gen-
zyme’s board and management
have repeatedly rejected.

i i i

Property

n Dubai’s Cityscape real-estate ex-
hibition started at a time of con-
tinuing concerns over market
oversupply in the emirate, which
is hampering recovery two years
after the burst of a local property
bubble. The annual trade show,
which will run from Oct. 4 to Oct.
7, is an important gauge of senti-
ment in Dubai’s once-booming
property sector, which saw prices
plunge by up to 50% since 2008.

i i i

Technology

n Twitter, which is trying to turn
its popularity into a profitable
business, announced that its chief
operating officer, Dick Costolo, is
now CEO. Evan Williams, who has
headed the closely held San Fran-
cisco company for the past two
years, said he would step down to
focus on product strategy.

n Google unveiled several new
partnerships with media and Web
companies such as NBC Universal
and Amazon to provide content
for Google TV, a service designed
to expand the Internet giant’s
franchise into the living room.

n Toshiba plans to start selling
the world’s first glasses-free 3-D
liquid-crystal-display television
sets in December, less than a year
after most set makers launched
new 3-D television sets that re-
quire the cumbersome eyewear.

n Amazon.com has reached an
agreement to buy the Spanish In-
ternet retailer BuyVip for about
€70 million ($96 million), a per-
son close to the matter said, as
the company seeks to break into
premium online retail. BuyVip of-
fers overstock items from brands
like Dolce & Gabbana, Louis Vuit-
ton or Levi’s for steep discounts.

i i i

Telecommunications

n VimpelCom, a Russian mobile
operator, agreed to combine with
the highly indebted telecom assets
of Egyptian billionaire Naguib
Sawiris in a $6.5 billion stock-and-
cash deal, transforming two re-
gional emerging-markets compa-
nies into a giant with global scale.

n Ericsson said it didn’t make a
bid for a $451 million telecommu-
nications equipment supply con-
tract with a state-run Indian com-
pany because it objected to a
government condition requiring
bidders to submit software and
hardware codes to a third party
ahead of the bids.

BUSINESS WATCH

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

Officials from South Korea’s National Plant Quarantine Service inspect cabbages imported from China. The South Korean
government hurriedly imported the vegetable as its domestic price is skyrocketing due to bad harvests ahead of the
kimchi-making season. Kimchi, South Korea’s staple condiment, is most commonly made from fermented napa cabbage.

European Pressphoto Agency

Facing cabbage shortage, South Korea ramps up imports from China
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Fertility pioneer wins Nobel Prize
Robert Edwards, a feisty British

embryologist who fundamentally
transformed human procreation, re-
ceived the 2010 Nobel Prize in Med-
icine Monday for the development
of clinical in vitro fertilization.

“By a brilliant combination of
basic and applied medical research,
[Dr.] Edwards overcame one techni-
cal hurdle after another in his per-
sistence to discover a method that
would help to alleviate infertility,”
the Nobel Prize committee said in
its award citation. “His contribu-
tions represent a milestone in the
development of modern medicine.”

In vitro fertilization so far has
enabled the birth of four million
children to infertile couples world-
wide.

Dr. Edwards, 85, is in failing
health and was too ill to make any
public response to the award, his
colleagues said. “He understood this
morning that he was finally
awarded the prize, and he was smil-
ing plenty when his wife, Ruth, gave
him the news,” said embryologist
Jacques Cohen, the senior editor of

Reproductive Biomedicine Online,
which Dr. Edwards founded.

The basic techniques of human
embryo creation that Dr. Edwards
pioneered form the technical foun-
dation of in vitro fertilization, hu-
man cloning techniques, genetic
screening of human embryos and
embryonic-stem-cell research.

Working in close collaboration
with gynecologist Patrick Steptoe,
who died in 1988, Dr. Edwards over-
came entrenched political and reli-
gious hostility, as well as the disap-
proval of many other scientists at
the time, to pioneer the basic tech-
niques of human embryology that
led to the birth of the first test-tube

baby, Louise Brown, in 1978.
“It took them 10 years and over

100 attempts,” Dr. Cohen said. “It
demonstrates tremendous tenacity.”

Dr. Edwards and Dr. Steptoe
worked with no public funding or
direct research support at a time
when the concept of a test-tube
baby seemed the stuff of Orwellian
science fiction.

The birth of the first human
child who began life as an embryo
outside the human body made head-
lines world-wide and, within a few
years, spawned hundreds of com-
mercial IVF clinics.

Dr. Edwards was tireless in his
support of the fledgling field. He
trained a generation of leading hu-
man embryologists, founded the
field’s first professional society and
began a series of journals to spread
its research findings. He never hesi-
tated to debate the implications of
his work.

Despite its widespread accep-
tance today as an infertility treat-
ment, these embryo techniques have
never strayed far from tabloid head-
lines or political controversy.

“He was one of the first scien-

tists to encounter moral opposition
to his work at a research level,” said
University of Pennsylvania bioethi-
cist Arthur L. Caplan.

“They were working against
grave concerns from many quarters
that it was not right to create life
outside the body, that it was risky
and dangerous and it was not part
of God’s will to let the infertile be-
come fertile.”

“Most of the time, the things
that win the Nobel Prize are eso-
teric,” said Marcelle Cedars at the
University of California, San Fran-
cisco, who is incoming president of
the Society of Reproductive Endo-
crinology and Infertility.

“This was something that had
immediate real-world applications,”
she said. “It has touched the lives of
so many people in such a profound
way.”

BY ROBERT LEE HOTZ

Robert Edwards sat with two test-tube babies in London in 1998. The British in
vitro pioneer won the Nobel Prize in Medicine on Monday.
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ONLINE TODAY: Get updates on
the Nobel Prize winners as they
are announced, plus more informa-
tion on their work, at WSJ.com.
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i i i

Europe

n The Nobel Prize in medicine
was awarded to Robert Edwards, a
British embryologist, for the de-
velopment of clinical in vitro fer-
tilization, which so far has en-
abled the birth of 4 million
children to infertile couples.

n U.K. Justice Secretary Ken
Clarke is expected Tuesday to an-
nounce plans to force prisoners to
work 40-hour weeks and earn
money to compensate victims of
crime. The new policy will involve
private companies employing pris-
oners inside jail to do work such
as sorting recycled trash and ba-
sic data entry.
n U.K. Chancellor of the Exche-
quer George Osborne announced
he was axing child benefits for
more than a million British house-
holds in a politically risky move
aimed at driving down the coun-
try’s welfare bill. The move breaks
with promises senior Conservative
politicians gave before the elec-
tion. The decision to ax the bene-
fit, which is worth thousands of
pounds a year to some families,
will come into effect in 2013.

n Ireland’s central bank lowered
its forecasts for the Irish economy
and urged the government to in-
crease spending cuts amid
“sharply increased concerns about
fiscal sustainability.”

n The European Central Bank
sharply stepped up its purchases
of euro-zone government bonds
last week, reflecting rising fears
over Ireland’s solvency that are
causing renewed financial-market
tensions in Europe despite the re-
gion’s economic recovery.

n Euro-zone producer-price infla-
tion eased in line with expecta-
tions in August, suggesting infla-
tionary pressures remain benign
in the currency area.

n The Greek draft 2011 budget
announced by the finance ministry
aims to cut the budget deficit to
7% of GDP, ahead of the promised
7.6% target requested by its inter-
national lenders.

n Spain’s Labor Ministry said the
number of people filing claims for
unemployment benefits rose in
September by about 48,000 as
temporary summer work contracts
ran out. It was the second straight
monthly increase and pushed the
total back up above 4 million.

n The Italian government picked
Paolo Romani as the country’s
new industry minister after the
previous one resigned five months
ago. Romani previously was dep-
uty industry minister in charge of
communications in the current
center-right government of Prime
Minister Silvio Berlusconi.

n In Bosnia, the son of Bosnian
Muslims’ late wartime leader Alija
Izetbegovic won a spot on the
country’s shared presidency, after
a campaign in which he said he
wanted more dialogue between
the country’s ethnic groups.

n Sweden and Japan joined the
U.S. and Britain in warning citi-
zens about traveling in Europe be-
cause of concerns about a terror
attack. The travel advisories from
Tokyo and Stockholm came as Eu-
ropean authorities sought to cali-
brate their messages on counter-
terrorism efforts, hoping to raise
public awareness about the threat
but without sowing panic.

n Europe reclaimed the Ryder
Cup as U.S. Open champion
Graeme McDowell won the final
singles match at Celtic Manor to
hold off a late charge by the
Americans. The Europeans won by
a single point, 14.5 to 13.5, in what
was arguably the most exciting
conclusion in 83 years of golf’s bi-
ennial intercontinental dust-up.

i i i

U.S.

n U.S. factory orders dropped in
August, marking the third decline
in the last four months. U.S. man-
ufactured goods orders decreased
by 0.5% to $408.94 billion, the
Commerce Department said. Com-
mercial airplanes drove the de-
cline; excluding transportation, all
other factory orders rose.
n Pending sales of previously
owned homes rose a second con-
secutive month in August, signal-
ing the ailing housing market is
stabilizing. The National Associa-
tion of Realtors’ index for pending
sales increased by 4.3% to 82.3.
Pending sales in July rose 4.5%.

n Gary Gensler, the head of the
Commodity Futures Trading Com-
mission, laid out possible regula-
tory responses to the May 6 “flash
crash,” saying the use of an auto-
mated trading program by a large
trader contributed to market
events. Gensler said some of the
obligations for brokers that could
be considered are the same kinds
of requirements currently in place
for exchanges, such as curbs on
the maximum size of an order.

n The Supreme Court, opening
its new term with Justice Elena
Kagan on the bench, turned down
hundreds of appeals, including
one by the founders of Adelphia
Communications and an appeal
from relatives of victims of the
Sept. 11 attacks.

n The American public, already
skeptical of free trade, is becom-
ing increasingly hostile to it. In
the latest Wall Street Journal/NBC
News poll, more than half of those
surveyed, 53%, said free-trade
agreements have hurt the U.S.
That is up from 46% three years
ago and 32% in 1999.

n President Obama, facing at
best narrower Democratic majori-

ties in Congress next year, is likely
to break up his remaining legisla-
tive priorities into smaller bites in
hope of securing at least some
piecemeal proposals on energy,
climate change, immigration and
terrorism policy, officials say.

i i i

Americas

n In Brazil, Dilma Rousseff, a 62-
year-old former leftist guerrilla
turned career bureaucrat, finished
first by a wide margin in the
country’s presidential election,
but failed to garner enough votes
to avoid a runoff in Latin Amer-
ica’s largest country.

i i i

Asia

n In Japan, a court-appointed cit-
izen’s panel ordered a forced in-
dictment of Ichiro Ozawa for al-
leged violations of the political
funds law. The move could end
the dramatic career of a powerful
politician who has served as a
kingmaker in Japanese politics for
two decades, but never had his
own turn as national leader.

n In Japan, the catch and abrupt
release of a Chinese ship captain
last month has put a big dent in
the approval rating of Prime Min-
ister Naoto Kan’s cabinet, polls in
local newspapers showed.

n In China, the U.N. climate chief
urged countries to identify achiev-
able goals for fighting climate
change ahead of a year-end meet-
ing in Mexico, after last year’s
Copenhagen summit failed to pro-
duce binding limits on greenhouse
gas. With China playing host to
the climate talks for the first time,
it was asked by negotiators to
show “leadership” in the talks.

n A Thai court dismissed a re-
quest to drop new charges against
alleged Russian arms smuggler

Viktor Bout, a move that means
more delays to his long-awaited
extradition to the U.S. Bout, a 43-
year-old former Soviet air force
officer, is alleged to be one of the
world’s most prolific arms dealers.
He has been jailed in Bangkok
since March 2008 when a U.S.-led
sting operation ended years of
searching for the elusive Russian.

n Iran’s nuclear chief said a
months-long delay in starting up
the country’s first nuclear power
plant is the result of a small leak,
not a computer worm that was
found on the laptops of several
plant employees. The leak oc-
curred in a storage pool where the
plant’s fuel is being held before
being fed into the reactor core,
and it has been fixed, said Ali Ak-
bar Salehi, who is also the coun-
try’s vice president.

i i i

Middle East

n Iraq dramatically increased the
official size of its proven oil re-
serves, seeking in the first revi-
sion since 2001 to reaffirm the
strife-ridden country’s place on
the international energy scene.
The latest estimates raise Iraq’s
total proven reserves more than
24% to 143.1 billion barrels, up
from 115 billion barrels.

i i i

Africa

n South African prosecutors said
Henry Okah, a Nigerian ex-militant
leader, was directly involved in
deadly bombings that struck Nige-
ria’s capital Abuja during its inde-
pendence celebrations last week,
killing at least 12 people.

WORLD WATCH

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

Near Islamabad, policemen survey the site where several oil tankers, carrying fuel to Afghanistan for U.S. and other NATO forces, were attacked. About a dozen militants peppered the vehicles parked at a
truck stop with automatic gunfire. Some 20 trucks went up in flames and four people were killed and seven injured, authorities said. The Pakistani Taliban claimed responsibility for the pre-dawn attack.

Reuters

Taliban claim attack on NATO supply trucks in Pakistan
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ECB increases its bond buys
amid concerns over economy

FRANKFURT—The European Cen-
tral Bank sharply stepped up its pur-
chases of euro-zone government
bonds last week, reflecting rising
fears over Ireland’s solvency that are
causing renewed financial-market
tensions in Europe despite the re-
gion’s economic recovery.

The ECB bought €1.4 billion
($1.93 billion) of bonds of financially
stretched euro-zone governments
last week, the bank said Monday.
The purchases were a 10-fold in-
crease from the previous week and
the largest amount of debt the ECB
has bought since the end of June.

The central bank, which has pur-
chased more than €63 billion in gov-
ernment bonds since starting the
program on May 10, doesn’t provide
a breakdown by country. However,
many analysts say they suspect that
the ECB has been purchasing Irish
debt, helping to keep Ireland’s bond
yields from rising even faster amid
fears over the country’s debt.

The ECB appears to be using its
bond-purchase program to support
“the weakest link” among euro-zone
countries at a given time, says
Carsten Brzeski, economist at ING
Bank in Brussels.

Ireland said last week that the
cost of recapitalizing its banking
system will push its budget deficit
this year to 32% of gross domestic
product.

The rising volume of ECB debt
purchases is “a clear recognition
that things could degenerate” in the
region’s vulnerable countries, says
Silvio Peruzzo, economist at The
Royal Bank of Scotland in London.

ECB officials received some good
news days before Thursday’s
monthly policy meeting: The worst
European recession in decades
ended in April 2009, according to an
unofficial judgment by the Centre
for Economic Policy Research, a Lon-
don-based think tank.

That means Europe exited reces-
sion a bit sooner than the U.S.,
whose downturn ended two months
later, according to the U.S. National
Bureau of Economic Research, the
semi-official arbiter of when U.S. re-
cessions start and end.

In all, the 2008-2009 downturn
sliced 5.5% off the euro-zone gross
domestic product, compared with
4.1% in the U.S., meaning that while
the U.S. housing collapse triggered
the global downturn, the contraction
was actually deeper in Europe.

Overall, the 16-country euro zone
is recovering steadily, with growth
reaching its fastest pace in four
years during the second quarter. But
weaker economies on the bloc’s pe-
riphery—particularly Greece, Ireland,
Spain and Portugal—are either still
contracting or suffering recession-
like symptoms of high joblessness
and very weak inflation, making it
even harder to reduce large budget
deficits and control fast-rising public
debt.

The ECB is widely expected to
hold its key policy rate at 1% at this
week’s meeting, leaving the focus for
financial markets on President Jean-
Claude Trichet’s post-meeting news
conference, where he explains how
officials view the economic and in-
flation outlook.

Later in the week, Mr. Trichet
heads to the annual meetings of the

International Monetary Fund in
Washington, where finance and cen-
tral bank officials from around the
world meet to discuss the global
economy. Mr. Trichet is expected to
repeat his recent message that the
euro zone’s overall recovery is on a
solid footing, while warning against
overconfidence.

Much of the industrialized world
is experiencing an uneven recovery
with sluggish job creation, but cen-
tral banks’ policy response has var-
ied. Though the ECB started buying
government bonds in May, the
amounts of debt it has acquired are
a fraction of government-debt pur-
chases by the U.S. Federal Reserve
and the Bank of England in those
banks’ quest to hold interest rates
down.

U.S. and U.K. centralbank officials
have signaled they are willing to
take more steps if needed to guard
against a renewed downturn.

ECB officials have instead em-
phasized recent signs of economic
improvement, suggesting they will
continue with plans to slowly end
crisis programs that made unlimited
loans available to European banks at
low interest rates.

Last week, ECB board member
Jürgen Stark said “we have seen a

turning point” in bank-credit growth
and that some emergency programs
won’t be renewed. ECB officials have
talked of a risk of higher-than-antic-
ipated inflation even as the Fed, in
its most recent policy statement,
said inflation is below levels it con-
siders consistent with its price-sta-
bility mandate.

Some analysts worry that, the
latest spike in government bond
purchases aside, the ECB is shifting
gears too quickly toward unwinding
its support to the banking system.

“There is a scope for a policy
mistake which could be very danger-
ous,” says Silvio Peruzzo, economist
at Royal Bank of Scotland. “What
they’re doing wrong is giving this
slightly hawkish message to the
market, which is neglecting down-
side risks” to the recovery, Mr. Peru-
zzo says.

The euro has climbed on the
ECB’s tougher talk: It briefly ex-
ceeded $1.38 against the U.S. dollar
Monday, a 15% increase from its
2010 low around $1.18 reached in
June. That makes euro-zone exports
more expensive in global markets, an
added headwind particularly amid
signs that global trade is weakening.

“If the ECB’s rhetoric leads to a
much stronger euro, you risk chok-

ing off the recovery,” says Mr.
Brzeski of ING Bank.

Meanwhile, the interest rate that
euro-zone banks charge each other
for loans spiked last week after the
ECB reported that banks borrowed
less from the central bank than ana-
lysts had expected. That in turn
could raise borrowing costs for busi-
ness and household loans.

Higher market interest rates and
a rising exchange rate would make it
even harder for Ireland, Greece and
other peripheral euro members to
cut their deficits and repair their
economies and banking systems.

Ireland’s central bank slashed its
2010 growth forecast Monday to
0.2% from a previous forecast of
0.8%. The central bank sees unem-
ployment staying above 13% into
next year.

Spain’s labor ministry said job-
less claims jumped nearly 50,000, or
1.2%, to 4 million last month.
Though a rise in claims isn’t unusual
at the end of the tourist season, ana-
lysts said the sharp rise suggests
broader economic weakness in the
third quarter.

Last week, the European Union
statistics agency reported Spain’s
unemployment rate at 20.2%, double
the average for the euro zone.

BY BRIAN BLACKSTONE

ECB President Jean-Claude Trichet heads to the annual meetings of the International Monetary Fund later this week.
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Greece sets
plan to cut
its deficit
to 7% in ’11

ATHENS—Greece would cut its
budget deficit to 7% of gross domes-
tic product, ahead of the 7.6% target
sought by international lenders, un-
der a draft 2011 budget announced
Monday by the finance ministry.

The country’s fiscal gap in 2011
would be €16.35 billion ($23.53 bil-
lion), down from €18.5 billion this
year, according to the documents.

“With this draft budget for 2011
we are taking a large step forward
to reduce the deficit to 7% of GDP
because our aim is to exit from the
[crisis] tunnel as quickly as possi-
ble,” said Prime Minister George Pa-
pandreou at an earlier cabinet meet-
ing to approve the draft budget.

In May, the debt-strapped Medi-
terranean nation promised to cut its
budget deficit to 8.1% by the end of
this year from 13.6% of GDP in 2009
in exchange for a €110 billion bailout
from the International Monetary
Fund and the European Union.

The draft budget projects that
the 2010 budget deficit will come in
at 7.8% of GDP, better than the 8.1%
target under the IMF-EU memoran-
dum.

The Greek government has had
to impose unprecedented austerity
measures, including wage and pen-
sion cuts, in addition to increases in
value-added tax and excise taxes.
This has led to widespread protests.

The 2011 draft budget continues
these austerity policies. It predicts
revenue will rise 6.9% on a year-to-
year basis to €56.3 billion, and ex-
pects spending will fall 5.9% to €67.5
billion.

The government will again im-
pose an extraordinary tax on profit-
able Greek companies in 2011 for
earnings derived within the country.
This is expected to hit the bottom
line of listed companies, but the
state hopes the measure will raise
€1 billion in revenue.

By widening the tax base and
raising certain goods and services to
higher VAT-tier ratios, the govern-
ment expects to collect another €1
billion. New betting licenses and
royalties are expected to bring in a
further €700 million to state coffers
in 2011.

On the cost side, public services
are expected to cut a further €400
million. Savings from merging and
streamlining local governments, and
creating a unified civil-service pay-
ment agency are expected to save
€500 million and €100 million re-
spectively.

There will also be a €300 million
cut in state funding to the public-in-
vestment program. Local businesses
had hoped this program would in-
ject cash and stimulus to the reces-
sion-hit economy and alleviate the
impact of higher unemployment.
The jobless rate is forecast to reach
14.5% next year and to peak at 15%
in 2012.

Inflation is projected at 2.2% in
2011.

The budget forecasts that the
Greek economy will contract 2.6% in
2011 after a fall of 4% in 2010. Pri-
vate consumption is expected to fall
4.5%, public consumption to drop
8%, investments to be down 7% and
imports to ease 6.6%, but exports
are expected to rise 6.1%.

BY NICK SKREKAS

EUROPE NEWS

Note: Seasonally adjusted at an annualized rate
Sources: Eurostat, J.P. Morgan

Multi-speed recovery
Since exiting recession in the second quarter of 2009, euro-zone economies have taken divergent paths.
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How Togo played Bahrain in fake match
Taking the field as African nation’s team, impostors lose game but net fees; a headache for sports authorities

B AHRAIN’S national football
team needed to prepare for
an important game. So it

jumped at a chance to invite Togo,
a small West African country with
a highly regarded football team, to
play an exhibition match.

At least $60,000 was spent on
flights, hotels and other expenses,
and in early September, the Bahr-
ain team lined up against 11 play-
ers in Togo jerseys. The Togo
players weren’t as good as the
Bahrainians expected, and the Per-
sian Gulf team won 3-0.

In Togo’s capital, Lomé, the
Togo Football Federation was sur-
prised not so much by the team’s
poor showing as by the game it-
self: On Sept. 7 the Togo team
wasn’t actually in Bahrain—but on
a bus returning from an official
game in Botswana.

TFF officials say the team in
Bahrain was a fake one, which
they suspect was organized by
someone wishing to pocket some
of the money spent on the event.

“It’s quite annoying,” says Togo
Sports Minister Christophe Tchao.
“We need to make this sport
healthier.”

The game in Bahrain struck yet
another blow for football in Togo.
In 2006, Togolese players threat-
ened to boycott a World Cup game
in Germany because of a dispute
over pay. Last November, Togolese
football clubs issued a vote of no
confidence against the federa-
tion’s board for poor manage-
ment.

Things took a darker turn this
January, when a bus transporting
the national squad to a tourna-
ment in Angola was ambushed by
rebels in the separatist Angolan
province of Cabinda. Two team

members were killed. Even the
September trip to Botswana had
its share of drama, when the team
lost its official jerseys during a
layover in South Africa.

Several top Togo players, such
as Sheyi Emmanuel Adebayor, who
plays for England’s Manchester
City football club, have stepped
down from the team in recent
years. In a press conference, Mr.
Adebayor cited recurring night-
mares after the January ambush.

Says Frenchman Thierry
Froger, Togo’s national coach:
“Sometimes, I feel like I’m in a
boxing ring.”

False credentials have long
been a headache for sports au-
thorities. In the 1960s, several
sports governing bodies intro-
duced gender-identification tests
after complaints that men were
taking part in women’s competi-
tions. Regarded as invasive and
unreliable, the tests were aban-
doned by most sports federations
in the 1990s.

Individual impostors pop up
from time to time. Last year, Ce-

mal Nalga, a Turkish player for
the local Galatasaray SK basket-
ball team, posed as one of his
teammates during several games
in an attempt to dodge a five-
match suspension, according to
press reports at the time.

Mr. Nalga, who was later sus-
pended for two years, said in a lo-
cal TV interview that he acted un-
der pressure from some team
managers who themselves were
subsequently pushed out.

But fielding an entire fake
team, say experts, is at the cutting
edge. “With the Internet, video
and all modern technologies, it’s
incredible that it could happen to-
day,” says Jean-Michel Blaizeau,
author of several books on the
history of sport.

In August, the Bahrain Football
Association says it received a let-
ter signed with the name of Kodzo
Samlan, a Togo Football Federa-
tion official, confirming the Sept.
7 game.

“Everything was done through
official channels, and we had no
reason to suspect any problem,”
says a BFA spokesman.

But doubts emerged during the
second half of the 90-minute
game, when the Togo players be-
gan to look nothing like the top-
class athletes who normally play
for the team. “The players weren’t
fit,” the spokesman says. “But we
thought it might be because of the
heat or Ramadan,” the month-long
Muslim festival when believers
fast from dawn to dusk.

In Togo, officials had no
doubts. “There is no way we could
have been in Bahrain on that day,”
says Mr. Froger, the coach.

Mr. Samlan says he didn’t sign
the confirmation letter bearing his
name. “The letterhead is an old
one,” he said by telephone from
Lomé, Togo’s capital. “Someone
used my name and forged my sig-
nature to make money.”

Mr. Tchao, the Togo sports
minister, ordered a probe, notably

to determine who collected match
fees. When teams from poorer
countries, such as Togo, travel,
the fees are normally paid by the
host country.

A BFA spokesman said Bahrain
didn’t pay anything directly. In-
stead, he said, expenses were paid
by a Singaporean match agent
named Wilson Perumal.

Mr. Perumal said via email
that, under a common arrange-

ment, he footed all bills associated
with the game in exchange for a
percentage of the television rights
and advertising revenue.

For the Sept. 7 game, each
Togolese player was paid some
$300, while each squad staff
member received $1,000, he said.

Mr. Perumal, whose name has
been cited in several match-fixing
scandals, said he had no idea that
the Togolese players who came to

Bahrain weren’t from the national
team. Asked about his past, he
said he had been charged with
match-fixing in one case in Sin-
gapore, but was acquitted in an-
other case.

The Togolese soon identified a
suspect for the coach who led the
fake team: Banna Tchanilé, a
coach who trained the Togo na-
tional team several times between
2000 and 2009. In August, the
Togo Sports Ministry discovered
he had enrolled a fake Togo team
in a football tournament in Egypt
in July. The ministry suspended
him from any coaching role for
two years.

Last month, the federation
banned Mr. Tchanilé from any
football-related activity for three
years. Officials said further inves-
tigation was needed to identify
possible accomplices, and to find
out where all the money went.

Two days later, Mr. Tchanilé
acknowledged having been behind
the Bahrain game during a press
briefing in Lomé. He said he
wished to apologize to all Togo-
lese, to Bahrain authorities and
also to Mr. Perumal.

“Even if it’s tough for me, I
must accept [this ruling] in a
sportsmanlike manner,” he said.

Reached subsequently by tele-
phone, Mr. Tchanilé declined to
comment on his role, citing the
ongoing probe. Still, he said, the
Bahrain game had been a good
deed.

“Togo’s a mess, we have no
proper soccer fields, most tal-
ented players drop the sport to
work as taxi drivers,” he said. “If
some kids had a chance to play a
game in Bahrain, where’s the
harm?”
—Shereen El Gazzar and Nour
Malas contributed to this article.

BY DAVID GAUTHIER-VILLARS

Two players who falsely claimed to be on Togo’s national team face off against a Bahrain player on Sept. 7.
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Doubts emerged during the
second half of the 90-minute
game, when the Togo players
began to look nothing like the
top-class athletes who
normally play for the team.
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Two games into the qualify-
ing campaign for the 2012 Euro-
pean Championship, some of
the most illustrious nations face
a battle to reach the finals in
Poland and Ukraine.

Portugal dismissed its coach,
Carlos Queiroz, after a draw
with Cyprus and a defeat by
Norway in Group H. Despite the
terrible start, Portugal is a 4/6
favorite when it hosts Denmark
on Friday in the first game un-
der new manager, Paulo Bento.

Denmark won Euro ’92 and
has reached every European
Championship finals since. It
also finished above Portugal in
qualifying for the 2010 World
Cup when the teams were also
paired.. The Danes took four
points from two games against
Portugal then—including a 3-2
win in Lisbon—so laying the
home side on Betdaq or Betfair
at odds-on makes sense.

Russia has made an indiffer-
ent start since missing out on
the World Cup. A dull victory in
Andorra followed by surprise
defeat at home to Slovakia
means Dick Advocaat’s team is
three points behind Group B’s
top side, the Republic of Ireland,
ahead of their meeting in Dublin
Ireland hasn’t contested a major
tournament since the 2002
World Cup, but is 17/11 favorite
to win the group after beating
Andorra and Armenia.

France had an embarrassing
1-0 defeat to Belarus but beat
Bosnia and Herzegovina 2-0 last
time out. Les Bleus also face an
opponent from their World Cup
2010 qualifying campaign in Ro-
mania, and after these sides
drew in Saint-Denis in Septem-
ber 2009 and Constanta in Oc-
tober 2008, it could be worth
taking 11/4 for a repeat.

Tip of the day

1

Source: Ryder Cup

Portugal coach Paulo Bento.
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McDowell’s magical moment
U.S. Open champion stalls American comeback as Europe seals overtime Ryder Cup victory

NEWPORT, Wales—The first
Monday finish in Ryder Cup history
produced arguably the most exciting
conclusion in 83 years of this bien-
nial intercontinental dust-up, as Eu-
rope won the trophy by a single
point despite an extraordinary
comeback by Team USA.

Leading the U.S. by three points
heading into Monday’s singles
matches at Celtic Manor, Europe
needed just five points from the 12
matches to secure this trophy for a
fourth time in five attempts.

But on a day in which momen-
tum constantly shifted between the
two sides, the outcome eventually
came down to the final match on
course, between Northern Ireland’s
Graeme McDowell, the reigning U.S.
Open champion, and Team USA’s
Hunter Mahan.

Mr. Mahan, who was 3-down
through eight holes, reduced the
deficit to a single hole with a birdie
at the 15th in a match the U.S.
needed only to halve to retain the
trophy. But Mr. McDowell responded
with a sensational birdie of his own
at the next hole, draining a delicate
downhill putt that snaked back and
forth before finally creeping in.

Only when Mr. Mahan missed a
par putt at the 17th hole did Team
USA’s attempted comeback fall
short, handing Europe the trophy,
14½ to 13½, and sparking wild cele-
brations among a crowd of 35,000
that had come for the conclusion of
an event that had been scheduled to

finish 24 hours earlier but was de-
layed by a series of heavy down-
pours in the Usk River Valley.

Thousands of spectators stormed
on to the green and engulfed Mr.
McDowell, who said the strain of
shouldering his team’s hopes here
surpassed even the pressure of his
final round at Pebble Beach in June.

“I was really nervous out there,”
said Mr. McDowell, who was in tears
after sealing Europe’s victory. “It’s
just so much pressure. The U.S.
Open felt like a back nine with my
dad back at Portrush compared to
that.”

In keeping with an event that’s
the most prestigious team tourna-
ment in golf, there were many he-
roes in the European team. Luke
Donald, Miguel Ángel Jiménez and
Ian Poulter, in particular, recorded
impressive individual wins on the
decisive final day.

But Europe’s one-point victory
also represented a personal triumph
for Colin Montgomerie, the team
captain, whose distinguished play-
ing record in eight Ryder Cup events
across two decades has made him a
hugely popular figure among Euro-
pean golf followers.

“I didn’t hit a shot, so it wasn’t
much of an achievement, but at the
same time it’s a proud, proud mo-
ment for me personally,” Mr. Mont-
gomerie said.

No doubt that pride was mixed
with a sense of relief. Despite start-
ing the day with a 9½-6½ advan-
tage, and at one stage leading in
eight of the 12 singles matches on

course, Europe’s lead was steadily
pegged back as the U.S. team—in-
spired by Tiger Woods and Phil
Mickelson—threatened to pull off a
memorable comeback.

Mr. Woods, whose only previous
defeat in Ryder Cup singles matches
came against Italy’s Constantino
Rocca in 1997, found himself two
down against the Italian Francesco
Molinari after two holes, but five
birdies and an eagle over the final
seven holes helped him win his
match 4&3.

Victories for Mr. Mickelson, Zach
Johnson and an improbable half by
21-year-old rookie Rickie Fowler,
who won each of the last three
holes to finish all-square with Edo-
ardo Molinari, drew Team USA level
at 13-13 and ensured the outcome of
the Ryder Cup would come down to
the last of the 12 singles matches
for the first time in the tourna-
ment’s history.

“All credit to the American team;
they played magnificently today,”
Mr. Montgomerie said. “At one stage
it was eight blue names on the
board, but they came back ex-
tremely well. Tiger showed why he
is the No. 1 in the world today and
Phil Mickelson played brilliantly.”

In fact, Mr. Woods, whose record
in previous Ryder Cups has been
patchy, finished as the joint leading
point-scorer for the U.S. team, with
three points from four matches, a
tally matched only by Steve Stricker,
his partner in the foursomes and
fourballs matches across the open-
ing three days.

Mr. Stricker landed an early blow
for Team USA when he beat Lee
Westwood, the world No. 2, in the
first match on course, while Dustin
Johnson and Jeff Overton also won
their matches as the Americans per-
formed better in the singles.

Europe’s lead ultimately proved
insurmountable, however, and Corey
Pavin, the Team USA captain, will
know that the Ryder Cup was actu-
ally lost on Sunday, when the Euro-
peans took 5½ points from a possi-
ble 6 in the third session of two
foursomes and four four-ball (or
better-ball) matches. That turned a
two-point deficit into a three-point
advantage.

“I was very proud of how hard
they fought [today] and it nearly
worked out,” said Mr. Pavin. “I’m
proud of every single one of them.
I’m quite content with everything
except maybe the result.”

Indeed, it was a remarkable
achievement by the U.S. team to en-
sure that the overall result came
down to the final match, and nerves
were jangling among the crowd here
until Mr. McDowell kept his cool to
regain the trophy for Europe.

“Obviously a lot of it came down
to one game, and everyone will want
to talk about it, but every player
played magnificent, all 12,” said Mr.
Montgomerie.

“Graeme McDowell was put in
[the final match] for a good reason:
He’s full of confidence and that
showed.

“That birdie on 16 was just quite
unbelievable, quite unbelievable.”

BY JONATHAN CLEGG

Reuters

The European Ryder Cup team poses with its hard-won trophy after a last-gasp victory against the U.S, at Celtic Manor in Newport, south Wales, on Monday.
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EU budget scrutinized,
but cuts won’t come easy

BRUSSELS—Many of the Euro-
pean Union’s member countries,
blistered by a financial crisis that
has forced them to compress bud-
gets at home, are agitating to trim
the tab for running the EU itself.

“No one can understand why the
European budget is not being sub-
jected to the same discipline,” the
U.K.’s business minister, Vince Ca-
ble, told the European Parliament
on Thursday. “There is a big back-
lash on the way.”

Complaining about the cost of
Brussels is an autumnal event as
regular as the changing of the
leaves. But this fall, the battles are
set to be unusually colorful.

A long-overdue budget review
from the European Commission, ex-
pected in the coming weeks, is likely
to raise passions by offering contro-
versial new EU taxes as a possible
way to raise more revenue. The
principal players in the EU’s legisla-
tive system are at loggerheads over
the 2011 budget. And no one is quite
sure how to pay for the European
External Action Service, the EU’s
new diplomatic corps, which was
formed without a clear budget.

But despite the desires of the
U.K. and others, budget-watchers
say, shrinking the bill will be an im-
possibly tall task. “For a large part
of the EU budget, it’s hard to find
ways of changing it on a year-to-
year basis,” says Iain Begg, a profes-
sor at the London School of Eco-
nomics who studies EU finances.

That is in part because much of
the budget is built in seven-year
“frameworks”—the current one ends
in 2013—that fix the outlines of
spending years in advance.

Also, the EU budget is a rickety
accretion of goodies for different
constituencies. “Cohesion” funds
keep poor countries happy. A re-
search budget of more than €8 bil-
lion goes largely to the rich coun-
tries with top-flight universities.
Billions flow to Belgium and Luxem-
bourg for hosting most of the EU’s
institutions.

In relative terms, the cost of the

EU is small. This year’s budget is
€141 billion, or about 1% of the
union’s gross domestic product. The
27 nations’ governments had expen-
ditures totaling nearly €6 trillion, or
50% of GDP, last year.

But the political liabilities are
large, especially in countries includ-
ing Denmark, the U.K. and the Neth-
erlands, where euroskeptic currents
run deep.

“[David] Cameron needs to show
that he can flex muscles,” Jorge
Núñez of the Centre for European
Policy Studies in Brussels says of
the U.K.’s prime minister. In the
coming negotiations, “the U.K. will
make a lot of trouble.”

But the U.K.’s position under-
scores the delicacy of seeking cuts.
The country gets part of its contri-
bution back—€5.7 billion last
year—under a deal brokered by
Margaret Thatcher. The U.K.’s past
efforts to pare the EU budget have
been met by requests that the coun-
try trim its own rebate. Former
Prime Minister Tony Blair did just
that, for which he took heavy criti-
cism at home.

Much of the U.K.’s displeasure
this year is expected to be directed
at EU agricultural subsidies, bud-
geted for €58 billion next year. Like
the €51 billion set aside for cohesion
funds, agriculture payments are ef-
fectively a form of Europe-wide re-
distribution: Money comes in to the
EU budget, then flows back out to
farmers and landowners.

Big changes are, for now, “almost
impossible,” says Mr. Begg, since a
deal on farm subsidies hammered
out in 2002 is slated to run through
2013. Beneficiaries include France,
which gets about €10 billion annu-
ally, as well as Spain, Italy and Po-
land—big countries with the sway to
stall any shifts.

Poland is by far the biggest win-
ner in the system as it is set up
now; last year, Warsaw received €6
billion more than it sent to Brussels.
Hungary netted about €3.5 billion,
Greece €3 billion and tiny Lithuania
some €1.5 billion, or roughly €1,000
for every Lithuanian household.

Even the EU’s most strident crit-

ics admit the system is hard to
budge. “There is no low-hanging
fruit in the EU budget,” says Mats
Persson, the director of Open Eu-
rope, a London-based euroskeptic
think tank. “Everything is politically
complicated.”

Mr. Persson says the EU’s rich
countries could keep giving subsi-
dies to their poor peers, but agree
in a sort of mutual disarmament to
all stop receiving funds themselves.
“It’s Paris, London and Stockholm
sending money to each other,” he
says.

Mr. Persson also suggests dump-
ing the Committee of the Regions
and the European Economic and So-
cial Committee, two “consultative”
bodies charged with offering their
thoughts on legislation as it wends
its way through the EU pipeline. To-
gether, they cost about €200 million
a year.

The biggest expense, staff sala-
ries, is computed under a fixed for-
mula, which has caused controversy
in past years. But this year’s salary
adjustment under the formula is ex-
pected to be a decrease of 0.4%, the
commission says, likely blunting
much criticism.

Meantime, attention at the com-
mission—not keen to dilute its own
resources—has turned to how else
the EU might raise money besides
relying on national treasuries. They
are currently the source of 80% of
the EU’s funding. Most of the bal-
ance comes from customs duties
passed to the EU.

In recent media interviews, Bud-
get Commissioner Janusz Lewan-
dowski suggested anew a long-de-
bated idea: that the EU should raise
additional taxes related to, for in-
stance, greenhouse-gas emissions or
air travel—much as it skims from
customs duties. That would, in the-
ory, reduce the burden on national
treasuries.

But it would also raise fears of
broader EU taxation and, crucially,
reduce big contributors’ traditional
sway over spending. Reaction from
Germany and the U.K. was scathing.
“The kite he was flying was shot
down in flames,” Prof. Begg says.

BY CHARLES FORELLE

Britain’s Business Secretary Vince Cable, speaking here in mid-September, called last week for discipline in the EU budget.

U.K. treasury chief
targets welfare cost

BIRMINGHAM, England—U.K.
Chancellor of the Exchequer George
Osborne on Monday said he was
eliminating child benefits for more
than a million British households, in
a politically risky move aimed at
driving down the country’s welfare
bill.

The move goes against pre-elec-
tion promises by senior Conserva-
tive politicians.

The decision to scrap the benefit,
worth thousands of pounds a year to
some families, will take effect in
2013 and hit households with at
least one adult earning more than
£44,000 (about $70,000) a year.

Mr. Osborne said the proposal
would save £1 billion, contributing
to the £11 billion in welfare savings
he is targeting.

He pitched the move as a way of
imposing “the British sense of fair
play” on the welfare state and the
policy, which aides said would save
hundreds of millions of pounds.

The move went down well with
rank-and-file Conservatives, but cut-
ting the universal child benefit ran
quickly into choppier political wa-
ters, giving the coalition government
a taste of the political pain it could
face as it pushes through deep
spending cuts aimed at slashing the
£155 billion budget deficit.

The opposition Labour Party at-
tacked the move. Yvette Cooper, the
work and pensions spokeswoman,
said it would be “better to get the
economy growing faster and raise
more tax from the banks than to cut
support for children in middle-in-
come families.”

Meanwhile, an influential think
tank, the Institute for Fiscal Studies,
pointed to the anomaly in the pro-
posal—that a household with one
adult earning £45,000 a year would
lose the child benefit, whereas a
household with two adults earning
£40,000 a year each wouldn’t.

The IFS, which estimates a family
with two children receives some
£1,750 annually in child benefits, on
average, also said the measure “seri-
ously distorts incentives for some
families with children.”

The think tank warned it would
leave people who earn just below
the threshold “considerably worse
off” after a modest pay increase.

In his speech to the Conserva-
tives’ annual conference Monday
morning, the party’s first gathering
since it returned to office as head of
a coalition government in May, Mr.

Osborne also announced a fresh
crackdown on welfare dependents,
saying the government would cap
benefits for any household where no
adult worked at about £26,000 a
year from 2013. That brings the cap
in line with average household in-
come.

The mood at the conference has
been sober, with party activists and
members aware that looming details
on spending cuts, scheduled for Oct.
20, could see the party slide badly in
the polls.

Mr. Osborne said the child-bene-
fit decision was “tough but fair” in
an era of austerity where “we’ve re-
ally got to focus the resources where
they are most needed.” Aides said
the average income of those affected
would be around £75,000 a year.

Senior Conservative aides ac-
knowledged the decision would be
politically difficult and that the new
system wasn’t “perfect” but they
said the public would come around
to their argument that high-income
earners, as well as those living on
welfare, should share the pain of
austerity.

Conservative activist James
Bates, a sales manager with three
children, said he would take the pol-
icy “on the chin.”

But he warned the move “won’t
be helpful” in trying to persuade
voters in similar situations as his to
support the coalition government.

“Everyone is aware that this is a
tough time and tough decisions are
being made,” said Helen Whately,
who was a losing Conservative can-
didate in the Kingston & Surbiton
district in May’s election. “This isn’t
a time to be popping open bottles of
champagne.”

In his speech, Mr. Osborne vowed
to stick with his austerity plans, say-
ing there would be no economic
growth unless the government pares
the country’s budget deficit.

He attacked Labour for refusing
to face up to the budget challenges.

Mr. Osborne acknowledged the
spending cuts would mean “very dif-
ficult” decisions in areas such as de-
fense.

But he said a new, balanced econ-
omy was “just over the hori-
zon”—one that wouldn’t be depen-
dent on the financial sector or the
“quick fix” of a debt bubble.

Mr. Osborne also warned U.K.
banks that they won’t be allowed to
hand out “unimpeded” bonus pay-
ments if they don’t step up lending
to small businesses and hinted at
further increases in the threshold at
which income tax is paid.

BY LAURENCE NORMAN
AND AINSLEY THOMSON

Chancellor Osborne addresses the Conservative conference on Monday.

Reuters

Agence France-Presse/Getty Images
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C-SUITE: MANAGEMENT

For some, the ultimate power hobby
Bankers, lawyers and media executives in the U.S. jockey to teach a university class and play role of professor

Robert S. Cohen, a divorce at-
torney who has represented
Christie Brinkley and James Gan-
dolfini, says his favorite trophy
isn’t his country home or his
soon-to-be-renovated Manhattan
apartment. It’s the title “profes-
sor.”

Every Monday in the fall se-
mester, Mr. Cohen rides the 2 p.m.
Amtrak Acela train from New York
City to Philadelphia, where he is
an adjunct professor at the Uni-
versity of Pennsylvania Law
School. Last week, a driver shut-
tled him the few blocks to Gittis
Hall on campus, where he grabbed
coffee in the faculty lounge, chit-
chatted with students and stopped
by the dean’s office.

At 4:30, with the jacket of his
pinstriped suit off and a micro-
phone clipped to his tie, Mr. Co-
hen welcomed the 33 students to
his class, Anatomy of a Divorce.
By 6:30, class had adjourned, and
he headed to the White Dog Cafe,
where he treated five students to
what he called “a tablecloth din-
ner.” He hopped into a waiting
town car at 9 and was back in
Manhattan by 11.

In a time of inconspicuous con-
sumption, an adjunct-professor-
ship at a prestigious university is
a coveted token of success among
finance, law and media profes-
sionals.

Adjuncts lead college and grad-
uate-level classes but aren’t ten-
ured or tenure-track faculty. The
gigs are increasingly tough to
land. Film producer Joe Pichirallo
(“The Secret Life of Bees”), an ad-
junct at the American Film Insti-
tute in Los Angeles who teaches
classes on the business of film-
making, says agents and studio
executives are approaching him in
restaurants to ask if they can
guest-lecture. “It’s definitely be-
come cool,” Mr. Pichirallo says.
“Who knows if I could get this job

today.”
At New York University School

of Law, “several hundred” attor-
neys typically apply for the hand-
ful of adjunct slots available each
year, says Dean Richard L. Revesz.
Most offers end up going to
judges, attorneys and public offi-
cials whom the Law School has
approached.

Adjuncts usually earn a four-

figure stipend for each class they
teach. In contrast, most tenured
professors earned between
$60,000 and $110,000 last year,
according to American Association
of University Professors.

The University of Pennsylvania
pays Mr. Cohen about $5,000 a se-
mester, but he donates more than
that to the law school each year.
His travel expenses and the dinner

tab set him back $1,000 a
week—“but it’s less than my
hourly rate,” he says. Mr. Cohen,
now 71, got his adjunct job after
visiting the Penn campus to help
his son, then a law student, move
in seven years ago. Mr. Cohen
called the dean to offer his ser-
vices and spent three months de-
veloping a syllabus for the class
on divorce (one session is titled

“Special Considerations for the
Celebrity Client,” with readings
including Trump v. Trump and
Dina M. Lohan v. Michael J. Lo-
han). The law school faculty voted
to approve his appointment, and
Mr. Cohen, the son of a Brooklyn
taxi driver and his family’s first
college graduate, was a professor
of sorts. “It’s become a very im-
portant part of my life,” he says.

BY KATHERINE ROSMAN

Clockwise from left: Robert S. Cohen, teaching
Anatomy of a Divorce, his class at the University
of Pennsylvania Law School; talking to a student,
having dinner with some of them, and heading
back to his home in New York City.Ry
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CEO redux: It isn’t always a hit
For chief executives, past expe-

rience doesn’t necessarily lead to
future success. A new study found
that CEOs who have previously
held other CEO posts actually per-
form worse than people who have
never been CEOs, judging by a key
metric. The study looked at chief
executives who led S&P 500 com-
panies in 2005 and analyzed their
companies’ returns on assets in
the first three years after their
appointments. It was conducted
by Professors Monika Hamori of
IE Business School in Madrid and
Burak Koyuncu of Rouen Business
School in France.

To measure CEO performance,
Mr. Koyuncu and Ms. Hamori fo-
cused on companies’ returns on
assets—the ratio of net income di-
vided by total assets, which is
commonly used in academia to
compare company performance.

In the S&P 500 sample, 98
CEOs had prior CEO experience.
Those repeat CEOs earned a me-
dian annual average return on as-
sets of 3.92% in the first three
years of their tenure. Companies

with a CEO who hadn’t been a
chief executive before saw a 5.4%
return. The negative effect gets
even worse if the CEO moved
from a similar-sized company or
one in the same industry. Same-
industry repeat CEOs saw a me-
dian return on assets of 3.1%, and
CEOs from similar-sized compa-
nies had a median return of
2.94%.

Ms. Hamori and Mr. Koyuncu
factored in how well their indus-
tries as a whole performed so
CEOs wouldn’t get an unfair ad-
vantage from a soaring sector. The
findings don’t necessarily mean
that prior CEO experience hurts
performance. A second-time CEO
is generally someone who is com-
ing from outside the company,
while first-time CEOs are a mix of
both insiders and outsiders.

Other research has shown that
internally promoted CEOs tend to
outperform outsiders. So the
problem may be that the person is
an outsider, not that he or she has
been a CEO before. “When you
bring in CEOs from the outside,
they think outside the box but are
less familiar with what works and
what doesn’t work within the
firm,” says Nandini Rajagopalan, a
business management professor at
the University of Southern Califor-
nia, who has researched the in-
sider-outsider phenomenon.

Mr. Koyuncu found that the
negative effect of being an ex-CEO
disappeared if the CEO spent at
least two years with the new firm
before being promoted. Ex-CEOs
also performed better if they had
a long break between CEO posi-
tions or repeated as CEO more
than twice. Still, Mr. Koyuncu
thinks repeat CEOs may underper-
form because they think they can
apply methods they used in their
former job to their new one. “Ev-
ery CEO job and company is dif-
ferent from the previous one,” he
says. “You can’t just transfer
learning between the two.”

BY JOE LIGHT

Note: The numbers factor in industry health to avoid unfair advantage.

Source: Professors Monika Hamori of IE Business School in Madrid and Burak Koyuncu of Rouen Business
School in Rouen, France

Beginner’s luck?

3.92%

5.40%

3.10%

5.50%

2.94%

5.17%

Prior CEO experience

Below, the median annual average return on assets for both sets in
the first three years of the CEO's tenure

A recent study of executives who were CEOs of S&P 500 companies in 2005
found that CEOs with no prior experience as CEOs outperformed people who
had been CEOs before, judging by return on assets.

The negative effect got worse for repeat CEOs within the same
industry:

And for repeat CEOs of similar-sized companies:

No prior experience

Prior CEO experience in
the same industry

Prior CEO experience in a
different industry

Prior CEO experience in a
similar-sized firm

Prior CEO experience in
a different-sized firm

It doesn’t necessarily mean
that prior CEO experience
hurts performance.
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Obama likely to scale back priorities
President Barack Obama, facing

at best narrower Democratic majori-
ties in Congress next year, is likely
to break up his remaining legislative
priorities into smaller bites in hope
of securing at least some piecemeal
proposals on energy, climate change,
immigration and terrorism policy,
White House officials say.

In a series of recent campaign
appearances, Mr. Obama has talked
up the stakes in the November elec-
tion as he seeks to energize sup-
porters and retain Democratic con-
trol of Congress. At the same time,
White House officials have begun
revamping their legislative strate-
gies.

They are talking about a new,
more incremental approach, cham-
pioned by former Chief of Staff
Rahm Emanuel, to fulfilling cam-
paign promises on energy, immigra-
tion and on closing the military
prison at Guantanamo Bay. The new
White House chief of staff, Pete
Rouse, is far more steeped than Mr.
Emanuel in the culture of the Sen-
ate, where comprehensive ap-
proaches to some of these issues
have fared poorly. White House offi-
cials hope Mr. Rouse’s expertise will
help navigate smaller measures
through the chamber.

“We weren’t able to do a lot of
those other things even with this
Congress. That obviously calls for a
new approach,” one White House of-
ficial said.

Mr. Obama, looking ahead to the

2012 presidential campaign, has told
people he is determined to make
good on his 2008 campaign prom-
ises. And with the departure of Mr.
Emanuel—who came to be mis-
trusted by the left—the president
has a better chance to repair rela-
tions with the party’s liberal base
on issues such as Guantanamo even
as he reaches out to Republicans on
the deficit.

Mr. Obama has hinted at this
new legislative strategy while prom-
ising to press forward on climate
change and energy, immigration and

the Guantanamo Bay prison.
“One of my top priorities next

year is to have an energy policy that
begins to address all facets of our
overreliance on fossil fuels. We may
end up having to do it in chunks, as
opposed to some sort of comprehen-
sive omnibus legislation. But we’re
going to stay on this,” he said in a
recent interview with Rolling Stone.

White House officials haven’t
laid out their plan for moving en-
ergy legislation. But Rep. Edward
Markey (D., Mass.), an author of the
comprehensive climate change and

energy bill that passed the House
but died in the Senate, offered this
scenario: Democrats should be able
to muster support for establishing
minimum standards for the percent-
age of renewable energy that utili-
ties must use to generate electricity,
he said.

The administration could push
separate bills on electric vehicle in-
centives and building-efficiency
standards it contends could have an
effect on climate change. What ap-
pears dead for now is the House
plan to cap the emissions of carbon

dioxide and other greenhouse gas-
ses.

A senior Democratic Senate aide
said White House officials have indi-
cated a willingness to push through
piecemeal changes to immigration
law, instead of a comprehensive bill
that combines border controls and
immigration law enforcement with a
path to citizenship for many of the
11 million illegal immigrants already
in the country.

Under the incremental scenario,
the White House would embrace Re-
publican proposals to step up immi-
gration law enforcement and border
and port security in exchange for
measures such as the DREAM Act,
which would give illegal immigrant
children a path to citizenship
through military or public service.
White House officials could add an
agricultural-workers program to
that bill but put off dealing with the
bulk of illegal immigrants until later.

Retiring Rep. David Obey (D.,
Wis.), the longtime chairman of the
House Appropriations Committee,
said nothing would get done on im-
migration and climate change until
the economy has fully recovered,
and that the incoming class of Re-
publicans would be in no mood to
compromise on economic measures.
“Woe to any Republican moderate
who raises his head,” he said. “The
only thing they’re going to support
is tax cuts.”

Michael Steel, spokesman for
House Minority leader John A. Boeh-
ner, agreed that Republicans were
focused on tax cuts.

BY JONATHAN WEISMAN

President Barack Obama at a rally in Wisconsin last week. He has been talking up the stakes in the November election.
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High court rejects
Adelphia, 9/11 cases

WASHINGTON—The Supreme
Court, opening its term with Justice
Elena Kagan on the bench, turned
down hundreds of appeals, including
one by the founders of former tele-
com giant Adelphia Communica-
tions and another from relatives of
victims of the Sept. 11 attacks.

The high court refused to con-
sider a bid by Adelphia’s founder
John Rigas and his son to have their
prison sentences reduced.

A jury found John Rigas and his
son Timothy Rigas, the company’s
former chief financial officer, guilty
of securities and banking fraud in
2004. They were sentenced to 15
and 20 years in prison, respectively.

A federal judge in New York later
reduced each term by three years af-
ter an appeals court threw out one
count of bank fraud. Still, the Ri-
gases argued that even with the
three-year reduction, their sentences
were too long.

The 2nd U.S. Second Circuit
Court of Appeals last year denied a
bid by the Rigases to have their sen-
tences cut further, ruling the prison
terms reasonable.

The appeals court also rejected
the Rigases’ bid for a new trial, as
well as their efforts to force the gov-
ernment to turn over notes from in-
terviews with a lawyer for Adelphia.
The men said those notes could have
bolstered their defense.

The Supreme Court let the ap-
peals court ruling stand Monday
without comment.

In another case, the relatives of

victims of the Sept. 11 attacks have
lost their bid to get the Supreme
Court to rule that New York City
must provide a proper burial for ma-
terial taken from the World Trade
Center site because it could contain
the ashes of victims.

The justices said they wouldn’t
hear an appeal from the families of
some of those killed.

Lower federal courts had dis-
missed the families’ lawsuit against
the city, saying it acted responsibly
in moving 1.6 million tons of materi-
als from the site to a landfill and
then sifting through the material for
human remains.

No remains have been found for
about 1,100 of the 2,752 people
killed on Sept. 11, 2001. The families
have said the landfill isn’t a proper
burial site. They also argue that
223,000 tons of the material was
never sifted for remains.

In a third case, the Supreme
Court asked the federal government
to weigh in on whether military con-
tractors can be sued for allegedly
abusing Iraqis who were detained
and interrogated at the Abu Ghraib
prison.

An earlier ruling by a federal ap-
peals court in Washington, citing
wartime considerations, said law-
suits against CACI International
Inc. and L-3 Communications Hold-
ings Inc.’s Titan unit had to be
thrown out.

The U.S. Solicitor General’s office
will respond with a brief in the case
before the court reconsiders
whether to accept the matter for ar-
guments later in the 2010-11 term.
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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 471.50 5.75 1.23% 705.00 343.25
Soybeans (cents/bu.) CBOT 1054.00 -3.00 -0.28% 1,555.00 809.75
Wheat (cents/bu.) CBOT 647.25 -7.75 -1.18 1,038.25 472.75
Live cattle (cents/lb.) CME 97.300 -1.050 -1.07 102.650 87.475
Cocoa ($/ton) ICE-US 2,736 -47 -1.69 3,497 2,280
Coffee (cents/lb.) ICE-US 172.50 -8.60 -4.75 198.65 123.95
Sugar (cents/lb.) ICE-US 22.99 -0.37 -1.58 25.35 11.90
Cotton (cents/lb.) ICE-US 97.83 -0.19 -0.19 106.40 53.87
Crude palm oil (ringgit/ton) MDEX 2,666.00 -67 -2.45 2,755 2,250
Cocoa (pounds/ton) LIFFE 1,847 -21 -1.12 2,360 1,590
Robusta coffee ($/ton) LIFFE 1,634 -91 -5.28 1,843 1,311

Copper (cents/lb.) COMEX 366.40 -2.65 -0.72 372.20 189.50
Gold ($/troy oz.) COMEX 1316.80 -1.00 -0.08 1,322.00 675.00
Silver (cents/troy oz.) COMEX 2203.60 -2.40 -0.11 2,223.50 895.50
Aluminum ($/ton) LME 2,353.00 -20.00 -0.84 2,481.50 1,793.00
Tin ($/ton) LME 24,925.00 -120.00 -0.48 25,045.00 14,195.00
Copper ($/ton) LME 8,119.00 -12.00 -0.15 8,131.00 5,885.00
Lead ($/ton) LME 2,290.00 -11.00 -0.48 2,615.00 1,580.00
Zinc ($/ton) LME 2,235.00 12.50 0.56 2,659.00 1,617.00
Nickel ($/ton) LME 23,890 90 0.38 27,590 15,910

Crude oil ($/bbl.) NYMEX 81.47 -0.11 -0.13 122.10 66.33
Heating oil ($/gal.) NYMEX 2.2847 -0.0091 -0.40 3.4260 1.5250
RBOB gasoline ($/gal.) NYMEX 2.0933 0.0072 0.35 2.3176 1.7862
Natural gas ($/mmBtu) NYMEX 3.727 -0.070 -1.84 11.150 3.686
Brent crude ($/bbl.) ICE-EU 83.52 -0.50 -0.60 147.32 52.63
Gas oil ($/ton) ICE-EU 724.25 7.25 1.01 772.50 610.25

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

Currencies London close on Oct. 4
Per In

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

Argentina peso-a 5.4186 0.1845 3.9613 0.2524
Brazil real 2.3059 0.4337 1.6857 0.5932
Canada dollar 1.3981 0.7153 1.0221 0.9784

1-mo. forward 1.3990 0.7148 1.0228 0.9778
3-mos. forward 1.4011 0.7137 1.0243 0.9763
6-mos. forward 1.4043 0.7121 1.0266 0.9741

Chile peso 664.73 0.001504 485.95 0.002058
Colombia peso 2464.55 0.0004058 1801.70 0.0005550
Ecuador US dollar-f 1.3679 0.7310 1 1
Mexico peso-a 17.2276 0.0580 12.5942 0.0794
Peru sol 3.8164 0.2620 2.7900 0.3584
Uruguay peso-e 27.700 0.0361 20.250 0.0494
U.S. dollar 1.3679 0.7310 1 1
Venezuela bolivar 5.87 0.170223 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.4142 0.7071 1.0339 0.9673
China yuan 9.1536 0.1092 6.6918 0.1494
Hong Kong dollar 10.6130 0.0942 7.7586 0.1289
India rupee 60.9331 0.0164 44.5450 0.0224
Indonesia rupiah 12211 0.0000819 8927 0.0001120
Japan yen 114.09 0.008765 83.41 0.011990

1-mo. forward 114.06 0.008768 83.38 0.011993
3-mos. forward 113.96 0.008775 83.31 0.012003
6-mos. forward 113.82 0.008786 83.20 0.012019

Malaysia ringgit-c 4.2295 0.2364 3.0920 0.3234
New Zealand dollar 1.8451 0.5420 1.3489 0.7414
Pakistan rupee 118.050 0.0085 86.300 0.0116
Philippines peso 59.825 0.0167 43.735 0.0229
Singapore dollar 1.7963 0.5567 1.3132 0.7615
South Korea won 1536.45 0.0006509 1123.22 0.0008903
Taiwan dollar 42.738 0.02340 31.244 0.03201
Thailand baht 41.249 0.02424 30.155 0.03316

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

Euro zone euro 1 1 0.7310 1.3679
1-mo. forward 1.0002 0.9998 0.7312 1.3676
3-mos. forward 1.0006 0.9994 0.7315 1.3671
6-mos. forward 1.0014 0.9986 0.7321 1.3660

Czech Rep. koruna-b 24.521 0.0408 17.926 0.0558
Denmark krone 7.4542 0.1342 5.4494 0.1835
Hungary forint 273.03 0.003663 199.60 0.005010
Norway krone 8.0397 0.1244 5.8774 0.1701
Poland zloty 3.9596 0.2526 2.8947 0.3455
Russia ruble-d 41.682 0.02399 30.471 0.03282
Sweden krona 9.2694 0.1079 6.7764 0.1476
Switzerland franc 1.3312 0.7512 0.9732 1.0276

1-mo. forward 1.3308 0.7514 0.9728 1.0279
3-mos. forward 1.3300 0.7519 0.9723 1.0285
6-mos. forward 1.3288 0.7526 0.9714 1.0294

Turkey lira 1.9869 0.5033 1.4525 0.6885
U.K. pound 0.8637 1.1578 0.6314 1.5838

1-mo. forward 0.8639 1.1576 0.6315 1.5834
3-mos. forward 0.8642 1.1571 0.6318 1.5828
6-mos. forward 0.8648 1.1563 0.6322 1.5818

MIDDLE EAST/AFRICA
Bahrain dinar 0.5158 1.9389 0.3771 2.6522
Egypt pound-a 7.7916 0.1283 5.6960 0.1756
Israel shekel 4.9600 0.2016 3.6260 0.2758
Jordan dinar 0.9692 1.0318 0.7085 1.4114
Kuwait dinar 0.3887 2.5728 0.2842 3.5193
Lebanon pound 2062.11 0.0004849 1507.50 0.0006634
Saudi Arabia riyal 5.1300 0.1949 3.7503 0.2666
South Africa rand 9.6156 0.1040 7.0295 0.1423
United Arab dirham 5.0243 0.1990 3.6730 0.2723

SDR -f 0.8785 1.1383 0.6422 1.5571

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 600 257.74 -1.35 -0.52% 1.8% 9.2%

13 Stoxx Europe 50 2467.06 -14.16 -0.57 -4.3 3.3

14 Euro Zone Euro Stoxx 260.70 -2.56 -0.97 -5.1 -0.3

12 Euro Stoxx 50 2701.02 -31.89 -1.17 -8.9 -3.2

15 Austria ATX 2549.22 -13.22 -0.52 2.2 1.9

9 Belgium Bel-20 2558.82 -20.57 -0.80 1.9 4.6

12 Czech Republic PX 1128.4 1.7 0.15% 1.0 0.4

21 Denmark OMX Copenhagen 380.50 -3.55 -0.92 20.5 24.5

16 Finland OMX Helsinki 7061.44 -61.16 -0.86 9.4 14.4

13 France CAC-40 3649.81 -42.28 -1.15 -7.3 -0.7

13 Germany DAX 6134.21 -77.13 -1.24 3.0 11.4

... Hungary BUX 23079.97 34.02 0.15 8.7 16.7

12 Ireland ISEQ 2669.06 7.03 0.26 -10.3 -17.4

12 Italy FTSE MIB 20090.97 -300.30 -1.47 -13.6 -12.0

14 Netherlands AEX 330.40 -3.38 -1.01 -1.5 9.7

9 Norway All-Shares 423.07 -2.25 -0.53 0.7 15.5

17 Poland WIG 45542.07 316.49 0.70 13.9 22.6

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

12 Portugal PSI 20 7535.71 -51.00 -0.67 -11.0 -10.4

... Russia RTSI 1542.58 10.67 0.70% 8.1 25.7

10 Spain IBEX 35 10383.0 -67.1 -0.64% -13.0 -10.2

15 Sweden OMX Stockholm 337.81 -3.77 -1.10 12.8 23.5

13 Switzerland SMI 6248.80 -35.37 -0.56 -4.5 1.4

... Turkey ISE National 100 65414.95 532.23 0.82 23.8 36.4

12 U.K. FTSE 100 5555.97 -36.93 -0.66 2.6 10.6

18 ASIA-PACIFIC DJ Asia-Pacific 131.60 0.04 0.03 6.9 13.0

... Australia SPX/ASX 200 4625.30 46.06 1.01 -5.0 1.1

... China CBN 600 25079.73 Closed -13.7 4.4

14 Hong Kong Hang Seng 22618.66 260.49 1.17 3.4 10.7

22 India Sensex 20475.73 30.69 0.15 17.2 21.4

... Japan Nikkei Stock Average 9381.06 -23.17 -0.25 -11.0 -3.0

... Singapore Straits Times 3157.45 26.55 0.85 9.0 22.2

11 South Korea Kospi 1879.29 2.56 0.14 11.7 17.0

17 AMERICAS DJ Americas 306.47 -2.88 -0.93 3.4 11.6

... Brazil Bovespa 70246.18 16.83 0.02 2.4 12.5

16 Mexico IPC 33868.21 60.73 0.18 5.4 16.3

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

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

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

Australia 1.0339 1.6374 1.0624 0.1526 0.0339 0.1759 0.0124 0.2851 1.4142 0.1897 1.0116 ...

Canada 1.0221 1.6187 1.0502 0.1508 0.0335 0.1739 0.0123 0.2819 1.3981 0.1876 ... 0.9886

Denmark 5.4494 8.6308 5.5998 0.8042 0.1788 0.9272 0.0653 1.5029 7.4542 ... 5.3318 5.2709

Euro 0.7310 1.1578 0.7512 0.1079 0.0240 0.1244 0.0088 0.2016 ... 0.1342 0.7153 0.7071

Israel 3.6260 5.7429 3.7260 0.5351 0.1190 0.6169 0.0435 ... 4.9600 0.6654 3.5478 3.5072

Japan 83.4050 132.0968 85.7062 12.3082 2.7372 14.1908 ... 23.0019 114.0897 15.3054 81.6056 80.6735

Norway 5.8774 9.3086 6.0396 0.8673 0.1929 ... 0.0705 1.6209 8.0397 1.0785 5.7506 5.6849

Russia 30.4714 48.2606 31.3121 4.4967 ... 5.1845 0.3653 8.4036 41.6818 5.5917 29.8140 29.4735

Sweden 6.7764 10.7324 6.9633 ... 0.2224 1.1530 0.0812 1.8688 9.2694 1.2435 6.6302 6.5544

Switzerland 0.9732 1.5413 ... 0.1436 0.0319 0.1656 0.0117 0.2684 1.3312 0.1786 0.9522 0.9413

U.K. 0.6314 ... 0.6488 0.0932 0.0207 0.1074 0.0076 0.1741 0.8637 0.1159 0.6178 0.6107

U.S. ... 1.5838 1.0276 0.1476 0.0328 0.1701 0.0120 0.2758 1.3679 0.1835 0.9784 0.9672

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of October 04, 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* 306.69 -0.50% 2.4% 6.8%

2.50 16 World (Developed Markets) 1,184.19 -0.42 1.3 5.1

2.40 16 World ex-EMU 140.94 -0.45 3.1 7.6

2.40 16 World ex-UK 1,179.42 -0.34 1.4 4.8

3.10 15 EAFE 1,567.83 -0.44 -0.8 1.0

2.20 14 Emerging Markets (EM) 1,086.09 -0.97 9.8 18.8

3.30 14 EUROPE 89.81 -0.22 1.7 6.6

3.50 13 EMU 165.63 -0.24 -8.2 -7.9

3.30 14 Europe ex-UK 96.73 -0.55 0.1 3.2

4.50 12 Europe Value 96.23 -0.03 -3.2 -1.0

2.30 17 Europe Growth 81.23 -0.40 6.6 14.5

2.20 22 Europe Small Cap 177.02 0.08 12.6 14.9

2.10 9 EM Europe 310.08 0.25 11.3 23.9

3.50 16 UK 1,656.23 0.80 3.0 8.4

2.70 17 Nordic Countries 161.94 -0.68 18.8 23.9

1.70 7 Russia 766.90 1.25 2.7 14.3

2.30 20 South Africa 773.98 -0.49 9.4 15.8

2.70 16 AC ASIA PACIFIC EX-JAPAN 450.03 -0.67 8.0 14.3

2.00 18 Japan 516.99 0.15 -9.0 -8.1

2.20 15 China 65.95 0.00 1.8 11.5

0.90 23 India 816.29 2.11 15.4 20.0

1.30 10 Korea 524.82 0.38 9.2 10.4

3.50 14 Taiwan 291.26 -0.06 -1.6 5.8

1.90 17 US BROAD MARKET 1,286.42 -0.43 4.0 9.5

1.30 37 US Small Cap 1,837.78 -0.36 10.0 14.1

2.40 15 EM LATIN AMERICA 4,442.88 -1.38 7.9 20.4

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

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

Dow Jones Indexes
Price-to-

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

2.20% 16 Global TSM 2391.77 -0.71% 9.8%

1.97 15 Global Dow 1333.50 -0.38% 12.4% 1937.56 -0.85 5.1

2.28 14 Global Titans 50 160.80 -0.36 8.6 164.31 -0.83 1.5

2.64 17 Europe TSM 2608.66 -0.99 2.5

2.25 17 Developed Markets TSM 2293.15 -0.81 8.2

2.04 13 Emerging Markets TSM 4628.50 0.08 23.4

2.84 26 Africa 50 877.60 0.90 21.1 762.11 0.42 13.2

2.54 13 BRIC 50 488.60 0.92 22.9 637.27 0.44 15.0

2.87 18 GCC 40 583.10 0.39 2.9 506.33 -0.08 -3.8

1.87 17 U.S. TSM 11740.91 -1.05 10.4

2.87 27 Kuwait Titans 30 -c 226.19 -0.06 -3.5

1.80 RusIndex Titans 10 -c 3388.90 2.17 29.9 5856.36 1.72 23.3

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 695.20 0.89% 52.5% 794.40 0.91% 39.8%

4.53 14 Global Select Div -d 176.30 0.18 16.3 206.42 -0.30 8.7

5.31 11 Asia/Pacific Select Div -d 283.56 0.52 8.9

4.04 14 U.S. Select Dividend -d 335.83 -0.76 14.7

1.60 19 Islamic Market 2010.69 -0.86 11.0

1.96 14 Islamic Market 100 1749.80 -0.48 12.9 2048.82 -0.95 5.6

2.95 13 Islamic Turkey -c 1682.80 0.58 33.1 3301.27 0.60 22.0

2.44 16 Sustainability 857.20 -0.29 11.2 990.15 -0.76 4.0

3.31 21 Brookfield Infrastructure 1671.90 0.38 28.4 2180.83 -0.10 20.1

1.08 22 Luxury 1097.20 -0.44 33.6 1272.65 -0.91 24.9

3.12 14 UAE Select Index 247.36 -0.70 -27.3

DJ-UBS Commodity 139.60 0.18 18.1 138.73 -0.29 10.5

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

GLOBAL MARKETS LINEUP
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Many Americans sour
on free-trade agreements

The American public, already
skeptical of free trade, is becoming
increasingly hostile to it.

Across the country, politicians
are responding accordingly, and that
is clouding prospects for congressio-
nal approval of pending free-trade
pacts with South Korea and Colom-
bia. It is also prompting concern
among U.S. businesses reliant on the
rest of the world for growth.

In the latest Wall Street Journal/
NBC News poll, more than half of
those surveyed, 53%, said free-trade
agreements have hurt the U.S. That
is up from 46% three years ago and
32% in 1999.

Even Americans most likely to be
winners from trade—upper-income,
well-educated professionals, whose
jobs are less likely to go overseas
and whose industries are often
buoyed by demand from interna-
tional markets—are increasingly
skeptical.

“The important change is that
very well-educated and upper-in-
come people compared to five to 10
years ago have shifted their opinion
and are now expressing significant
concern about the notion of...free
trade,” said Bill McInturff, a Republi-
can pollster who helps conduct the
survey. Among those earning
$75,000 or more, 50% now say free-
trade pacts have hurt the U.S., up
from 24% who said the same in 1999.

Worries about side effects of
trade and outsourcing seem one of
the few issues on which Americans
of different classes, occupations and
political persuasions agree. The re-
cent House vote to arm the adminis-
tration with more levers to pressure
China to let its currency rise, and
thus restrain its export machine,
was bipartisan: 249 Democrats and
99 Republicans voted for it.

While the rhetoric may be heated
by approaching congressional elec-
tions, the sentiment isn’t likely to
disappear after November. “We are
entering a very dangerous period in
which we could actually slip back-
wards and see the undoing of some
of the progress that has been made
in recent decades toward a more
open world economy,” said William
Galston, a former adviser to Presi-
dent Bill Clinton now at the liberal-
leaning Brookings Institution think
tank in Washington.

The rising hostility seems a de-
layed reaction to a slow economic
recovery and high unemployment.
To many, China has replaced Wall
Street as the villain du jour. Oppo-
sition to trade is fueled by reports
that many U.S. multinational com-
panies, sitting on huge stockpiles
of cash, are reluctant to invest in
the U.S. and are looking overseas,
and by the fact that China has
pulled out of the global slump
much faster than the U.S.

John Wallis, 50 years old,
blames imports for the 2001 death
of his 12-employee business that
made small electronic prototypes
for the telecommunications indus-
try and the subsequent loss of his
Chicago-area home. “Trade is fine
and dandy in a scenario where ev-
erybody wins,” Mr. Wallis said. But
the U.S. isn’t winning, he said. Mr.
Wallis now works in programming
and design for an international
manufacturer in Rhode Island, but
doubts he’ll ever be able to repay

debts from his old business.
One beneficiary of trade has

been Karen Scott, 33, who has a
master’s degree in global marketing
and advertising. Though now home
with her three children, she worked
in sales for a multinational health
and pharmaceutical company and
plans to return. Yet Ms. Scott said
she understood why there was so
much angst. “I think it becomes
more prevalent at this time when
the economy is doing so poorly,”
she said. “There are U.S. citizens
that are out of work.”

In the recent Journal poll, 83% of
blue-collar workers agreed that out-
sourcing of manufacturing to foreign
countries with lower wages was a
reason the U.S. economy was strug-
gling and more people weren’t being
hired; no other factor was so often
cited for current economic ills.
Among professionals and managers,
the sentiment was even stronger:
95% of them blamed outsourcing.

Generally, businesses and econo-
mists argue that free-trade pacts
help America. “When we knock
down barriers in those markets, we
create jobs here,” said Myron Bril-
liant, senior vice president for inter-
national affairs at the U.S. Chamber
of Commerce. “We’ve got to trade to
create jobs in our country.”

Tramco Inc., a Wichita, Kan.,
conveyor manufacturer, worries
about the public attitudes against
trade. Much of the firm’s growth
strategy is tied to international mar-
kets, said Chief Executive Leon
Trammell. Ten years ago, Tramco
opened a factory in Hull, England, to
ship goods tariff-free to Europe. The
plant now employs 40 of its 140 em-
ployees. “If we had a trade agree-
ment with France and I could ship
from here same as I could ship from
Hull, England, I’d be shipping from
here,” Mr. Trammell said.

While some candidates are suc-
cessfully making such arguments in
this fall’s campaign, it is an uphill
climb. In northern Illinois, Demo-
cratic Rep. Debbie Halvorson is run-
ning ads slamming her opponent,
Adam Kinzinger, for backing trade
pacts that “ship our jobs overseas.”

“China is cheating,” she said in
an interview. “We need to send a
message that they need to play by
the rules.”

Mr. Kinzinger counters that 95%
of all consumers are outside the U.S.
He said the state’s top manufactur-
ers “say that in order to be success-
ful and to hire people in Illinois to
manufacture and put our stuff to-
gether, we’ve got to have trade.”

In the U.S. Senate race in Califor-
nia, Republican Carly Fiorina, for-
mer chief executive of Hewlett-Pack-

ard Co., is accused by her opponent,
Democratic Sen. Barbara Boxer, of
having “laid off 30,000 workers,
shipped their jobs to China, India,
Malaysia.” Ms. Fiorina’s spokes-
woman fires back: “Barbara Boxer’s
out-of touch, job-killing policies of
outrageous taxes and impossible
regulations have pushed jobs in this
country elsewhere.”

Some Republicans are reassert-
ing their commitment to trade. The
Republican candidate for U.S. Sen-
ate in Ohio, former U.S. Trade Rep-
resentative Rob Portman, is leading
in the polls. Others are quiet. The
House Republicans’ recent “Pledge
to America” doesn’t mention free
trade. And of eight tea party Repub-
lican candidates for the U.S. Senate,
only two mention support for free
trade on their websites. In the Jour-
nal poll, 61% of those who identify
themselves as tea-party supporters
say trade pacts have hurt the U.S.

With the Democrats’ union con-
stituencies skeptical of free trade,
and the public so hostile, the Obama
administration hasn’t made foster-
ing free trade or changing Ameri-
cans’ minds about it as high a prior-
ity as President Clinton did.

Administration officials counter
that they successfully resisted most
protectionist pressures during the
recession, and note the president’s
emphasis on the need to boost U.S.
exports and his support for breaking
the gridlock holding up approval of
a U.S.-South Korea free trade agree-
ment. U.S. and Korean officials held
informal talks last month, but there
appears little progress toward
changing the provisions of the pact
affecting U.S. beef and auto produc-
ers—a major stumbling block to con-
gressional approval.

White House spokeswoman Jen-
nifer Psaki said the White House’s
goal remains to resolve outstanding
issues with South Korea before the
Group of 20 summit in November.

—Louise Radnofsky and Jim
Carlton contributed to this article.

BY SARA MURRAY
AND DOUGLAS BELKIN

Some blame high unemployment on
outsourcing. A jobless man in Miami.
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Rising anxiety
Q: Do you think free-trade
agreements have helped or hurt
the U.S.?
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Source: WSJ/NBC News poll. Margin of error
in Sept. 2010 poll is ±3.1 percentage points.

Scott Rigell is
running for a
House seat in
Virginia, and he
talks passionately
of the need to cut

government spending. “If these
trends are not unchecked, we are
into some serious, truly
catastrophic financial
consequences,” the Republican
contender said at a recent
candidates’ forum. “We are
borrowing 42% of what we’re
spending.”

But there’s one proposal for
saving money that he opposes
with equal passion: the Pentagon’s
proposed closure of the Joint
Forces Command in Norfolk,
which happens to lie in his
congressional district. The
proposed closure is a central
element of a Defense Department
plan to cut $100 billion in
overhead costs in coming years,
freeing up money for other needs.
When it comes to that cut, Mr.
Rigell’s main complaint is that his
opponent, Democrat Rep. Glenn
Nye, hasn’t done enough to stop it.

For his part, Mr. Nye—who
also fashions himself a fiscal
conservative favoring legislation
balancing the budget—says he is
pushing back against the proposed
cut as hard as he can. His
campaign website includes both a
section headlined “Stopping
Wasteful Spending,” as well as a
press release saying he was the
first lawmaker to introduce a bill
to prevent the closure of the
command in Norfolk.

So it goes in Campaign 2010,
where cutting the deficit is a big
issue, but where support for doing
some of the hard things to achieve
that is running into politics as
usual. In a campaign in which the
tea-party movement has
succeeded in making curbing
government spending a national
cause, some of this fall’s campaign
rhetoric actually will make that
task harder after November.

Nowhere is that more apparent
than in the debate—or lack
thereof—on the nation’s spending
on big entitlement programs,
particularly Social Security and
Medicare.

Any serious talk of attacking
the long-range federal budget
deficit has to acknowledge the
need to control the coming
explosion in the cost of these
programs. According to the latest
projections from the
Congressional Budget Office,
spending on the federal
government’s big three
entitlement programs—Social
Security, Medicare and
Medicaid—is to rise by 70%, 79%
and 99%, respectively, over the
next 10 years.

Yet Democrats are running TV
ads across the country accusing
Republicans who have dared to
discuss changes in Social Security
and Medicare of wanting to
undermine those programs.

One notable ad running in
South Carolina charges that Mick
Mulvaney, a Republican state
senator trying to unseat veteran

Democratic Rep. John Spratt,
wants to make Social Security
illegal. That ad comes complete
with pictures of a granny posing
for a police mug shot.

Mr. Mulvaney says the ad is
based on a procedural vote he
cast against killing off a nuisance
amendment in the state
legislature that would have
declared Social Security
unconstitutional. He says he, like
some Democratic leaders in the
legislature, wanted to allow the
measure to come to a full vote
only so it could be defeated.

He says he isn’t surprised that
Democrats are attacking on the
Social Security issue—only that
they have started this early. “We
expected it later in October, when
there’s no time to respond to it,”
he says.

But Republicans aren’t doing
much more to pave the way for
curbing Medicare and Social
Security spending. Their “Pledge
to America,” a manifesto detailing
stands their congressional
candidates support, says nothing
specific about reforming those
programs. It declares only that
Republicans will “protect our
entitlement programs for today’s
seniors and future generations,”
and will roll back the health-care
overhaul President Barack Obama
signed this year.

There are some exceptions to
the trend. Kentucky Republican
Senate candidate Rand Paul, a
favorite of the tea party, in a
weekend debate decried the
tendency to “put our head in the
sand” on entitlements and said
the eligibility age for Medicare
and Social Security may need to
be raised.

More typical is the resistance
from both parties to the plans to
close the Joint Forces Command
in Virginia, a resistance
demonstrating what often
happens when spending questions
go from rhetoric to reality.
Defense Secretary Robert Gates
proposed the closure as part of a
plan that he says is essential to
free up funds to spend on
maintaining troop levels and
buying new weapons in a period
in which federal deficits mean
defense spending, which has
roughly doubled over the last
decade, is destined to grow only
modestly.

Mr. Rigell, the Republican
candidate, opposes the cut
because “he simply does not
believe in cutting defense in a
time of war,” says a campaign
spokeswoman. Moreover, she
argues, some of the functions of
the Joint Forces Command would
be shifted elsewhere, “and that’s
not saving money.”

Mr. Rigell’s opponent, Mr. Nye,
simply calls the idea “short-
sighted and without merit.”

[ Capital Journal ]

BY GERALD F. SEIB

Push to cut deficit runs up
against politics as usual

While the tea-party movement
has made curbing government
spending a national cause,
some of the campaign rhetoric
will make that task harder
after November.
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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 1.09 99.58% 0.01% 1.18 1.08 1.13

Eur. High Volatility: 14/1 1.70 96.71 0.01 1.79 1.68 1.74

Europe Crossover: 14/1 5.04 99.83 0.05 5.37 5.00 5.16

Asia ex-Japan IG: 14/1 1.16 99.20 0.01 1.25 1.13 1.20

Japan: 14/1 1.05 99.74 0.01 1.07 0.97 1.02

Note: Data as of October 1

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

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

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

JPMorgan $1,298 4.9% 34% 31% 30% 6%

Deutsche Bank 1,241 4.6 28 35 30 7

Morgan Stanley 1,157 4.3 39 18 40 3

Goldman Sachs 1,125 4.2 44 17 37 2

Credit Suisse 1,124 4.2 27 38 30 5

UBS 1,072 4.0 32 29 35 4

Bank of America Merrill Lynch 931 3.5 33 29 28 10

Citi 830 3.1 30 32 29 9

Nomura 773 2.9 61 15 22 2

Source: Dealogic

Tracking
credit
markets �
dealmakers

Dow Jones Industrial Average P/E: 14
LAST: 10751.27 t 78.41, or 0.72%

YEAR TO DATE: s 323.22, or 3.1%

OVER 52 WEEKS s 1,151.52, or 12.0%

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

Previous
close, in STOCK PERFORMANCE

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

STAN.L STAN.L STAN.L 3,582,491 1,848 0.71% 17.3% 23.9%

Tesco U.K. Food Retailers & Wholesalers 10,671,957 430.35 0.53 0.5 10.0

Credit Suisse Group Switzerland Banks 7,085,653 41.94 0.38 -18.1 -25.2

Banco Santander Spain Banks 43,349,685 9.11 0.12 -21.1 -15.2

Vodafone Group U.K. Mobile Telecommunications 77,813,171 159.00 0.09 10.6 13.5

Daimler AG Germany Automobiles 6,508,204 43.79 -3.80% 17.6 34.1

ING Groep Netherlands Life Insurance 17,609,035 7.44 -2.62 7.8 -12.4

BP PLC U.K. Integrated Oil & Gas 28,560,189 430.10 -2.36 -28.3 -19.6

Intesa Sanpaolo Italy Banks 79,821,115 2.32 -2.32 -26.5 -19.5

L.M. Ericsson Telephone Series B Sweden Communications Technology 9,250,034 72.85 -2.02 10.5 4.1

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

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

Barclays 26,987,545 299.80 0.02% 8.6% -17.1%
U.K. (Banks)
Unilever 5,067,803 21.60 -0.18 -5.1 11.7
Netherlands (Food Products)
GlaxoSmithKline 4,693,949 1,249 -0.28 -5.3 2.5
U.K. (Pharmaceuticals)
Nestle S.A. 5,624,044 52.15 -0.29 3.9 20.4
Switzerland (Food Products)
HSBC Holdings 20,436,680 651.60 -0.31 -8.1 -5.6
U.K. (Banks)
Astrazeneca 1,409,258 3,212 -0.31 10.4 15.5
U.K. (Pharmaceuticals)
Bayer AG 1,943,730 51.22 -0.31 -8.5 10.6
Germany (Specialty Chemicals)
ZURN.VX 489,538 229.60 -0.48 1.4 -5.6
ZURN.VX (ZURN.VX)
UBS 12,986,541 16.58 -0.48 3.3 -6.9
Switzerland (Banks)
Deutsche Bank 10,314,661 39.58 -0.57 -12.2 -14.4
Germany (Banks)
Sanofi-Aventis 2,920,479 48.01 -0.58 -12.8 -3.6
France (Pharmaceuticals)
Roche Holding 1,819,103 134.80 -0.59 -23.3 -18.0
Switzerland (Pharmaceuticals)
British American Tobacco 1,729,297 2,345 -0.66 16.3 21.1
U.K. (Tobacco)
Deutsche Telekom 12,400,825 9.98 -0.70 -3.0 7.8
Germany (Mobile Telecommunications)
Telefonica 19,089,445 18.05 -0.77 -7.6 -5.7
Spain (Fixed Line Telecommunications)
Novartis 3,911,818 55.50 -0.80 -1.8 8.1
Switzerland (Pharmaceuticals)
Royal Dutch Shell A 4,656,770 22.17 -0.83 5.1 16.6
U.K. (Integrated Oil & Gas)
BASFn.DE 3,619,101 46.46 -0.87 6.9 33.9
BASFn.DE (BASFn.DE)
BNP Paribas 3,549,465 51.02 -1.05 -8.7 -0.2
France (Banks)
Banco Bilbao Vizcaya Argentaria 25,716,071 9.65 -1.06 -24.2 -17.7
Spain (Banks)

Latest,
in local STOCK PERFORMANCE

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

Diageo 3,197,226 1,092 -1.09% 0.7% 15.3%
U.K. (Distillers & Vintners)
E.ON AG 6,474,304 21.38 -1.09 -26.9 -23.1
Germany (Multiutilities)
SAP AG 2,901,017 36.18 -1.13 9.6 9.3
Germany (Software)
Anglo American 3,294,000 2,538 -1.25 -6.4 30.1
U.K. (General Mining)
Allianz SE 1,878,674 82.03 -1.29 -5.9 -0.8
Germany (Full Line Insurance)
UniCredit 240,232,691 1.81 -1.31 -19.1 -27.1
Italy (Banks)
Societe Generale 3,895,908 40.85 -1.33 -16.5 -17.4
France (Banks)
France Telecom 6,130,475 15.67 -1.38 -10.1 -13.1
France (Fixed Line Telecommunications)
Total S.A. 5,623,176 37.53 -1.43 -16.6 -4.1
France (Integrated Oil & Gas)
ENI 23,132,096 15.74 -1.44 -11.6 -6.0
Italy (Integrated Oil & Gas)
ABI.BR 1,755,620 41.99 -1.44 15.4 36.0
ABI.BR (ABI.BR)
BG Group 3,593,922 1,153 -1.50 2.7 8.7
U.K. (Integrated Oil & Gas)
Rio Tinto 4,022,760 3,697 -1.51 9.1 44.2
U.K. (General Mining)
Siemens 2,786,666 75.56 -1.51 17.7 24.8
Germany (Diversified Industrials)
BHP Billiton 6,555,760 2,027 -1.53 1.6 22.2
U.K. (General Mining)
Nokia 14,834,476 7.33 -1.54 -17.8 -24.4
Finland (Telecommunications Equipment)
ABB Ltd. 5,320,217 20.53 -1.58 5.7 4.7
Switzerland (Industrial Machinery)
GDF Suez 3,343,000 25.49 -1.79 -15.8 -14.7
France (Multiutilities)
AXA 8,444,702 12.49 -1.85 -24.5 -28.7
France (Full Line Insurance)
HMb.ST 4,224,829 238.70 -1.85 20.1 23.5
HMb.ST (HMb.ST)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 24.5 $28.86 0.05 0.17%
Alcoa AA 28.4 11.92 –0.31 –2.53
AmExpress AXP 36.8 38.98 –2.80 –6.70
BankAm BAC 123.5 13.16 –0.14 –1.05
Boeing BA 3.7 66.31 –0.52 –0.78
Caterpillar CAT 6.3 77.29 –0.93 –1.19
Chevron CVX 7.1 81.34 –0.61 –0.74
CiscoSys CSCO 31.2 21.76 –0.15 –0.68
CocaCola KO 5.4 58.89 –0.23 –0.39
Disney DIS 10.4 33.15 –0.19 –0.57
DuPont DD 4.6 44.43 –0.42 –0.94
ExxonMobil XOM 15.8 62.21 –0.33 –0.53
GenElec GE 43.5 16.09 –0.27 –1.65
HewlettPk HPQ 22.8 40.64 –0.13 –0.32
HomeDpt HD 9.7 31.68 –0.14 –0.44
Intel INTC 66.4 18.87 –0.45 –2.33
IBM IBM 3.8 135.27 –0.37 –0.27
JPMorgChas JPM 38.1 38.95 0.19 0.49
JohnsJohns JNJ 8.1 61.64 –0.11 –0.18
KftFoods KFT 5.8 30.94 –0.27 –0.87
McDonalds MCD 3.7 74.92 ... ...
Merck MRK 8.6 36.54 –0.06 –0.16
Microsoft MSFT 96.9 23.91 –0.47 –1.93
Pfizer PFE 38.6 16.90 –0.28 –1.62
ProctGamb PG 10.3 59.99 –0.17 –0.28
3M MMM 2.2 86.67 –0.95 –1.08
TravelersCos TRV 2.3 52.14 0.02 0.04
UnitedTech UTX 4.2 70.54 –0.59 –0.83
Verizon VZ 15.6 33.05 0.16 0.49

WalMart WMT 6.7 53.57 0.21 0.39

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

Gecina 190 –33 –47 –67

Allied Irish Bks 579 –20 –42 87

Rep Irlnd 441 –19 –25 107

Gov Co Bk Irlnd 476 –19 –31 97

Repsol YPF 146 –16 –18 –4

EDP Energias de Portugal 285 –15 7 94

Bco Espirito Santo 457 –14 9 78

Rep Portugal 399 –11 4 107

Bco Comercial Portugues 443 –11 10 77

Xstrata 187 –11 –29 –27

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Bayer 61 ... –2 –4

Veolia Environnement 101 ... 1 4

Smiths Gp 114 ... 1 8

Assa Abloy AB 69 ... ... ...

Cadbury Hldgs 24 ... –2 –1

Linde 66 ... 1 2

Man Gp 355 ... 6 17

Havas 253 1 –2 15

Alcatel Lucent 704 4 –19 –26

Accor 165 28 36 25

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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Japanese power broker,
Ozawa, to be indicted

TOKYO—The turbulent career of
Japan’s ruling-party power broker
Ichiro Ozawa faced its worst crisis
yet after a court-appointed citizens’
panel ordered him indicted on
charges of violating campaign-fund
laws. The move creates another con-
troversy for the country’s unstable
political system, buffeted in recent
years by frequent scandals and con-
stant turnover at the top.

The ruling came less than three
weeks after Mr. Ozawa, 68 years old,
lost his bid to unseat Prime Minister
Naoto Kan in an internal party elec-
tion as president of the Democratic
Party of Japan, the job that comes
with the premiership because the
party controls parliament. A victory
by Mr. Ozawa would have given him
constitutional protection from crim-
inal charges as long as he was prime
minister, although he had said he
would fight the case in court rather
than use the privilege.

“I truly regret today’s ruling,”
Mr. Ozawa said in a statement, ac-
cording to the Japanese media. “I
am convinced my innocence will be
proved at the court.”

Whether or not he wins in court,
the case could effectively end the
dramatic career of a powerful politi-
cian who has served as a kingmaker
for two decades but never had his
turn as national leader.

The panel’s decision, which will
automatically lead to Mr. Ozawa’s
indictment, introduces new uncer-
tainty in Tokyo’s politics, now
marked by a deep fissure left after
the bitter showdown between the
ruling party’s top two lawmakers.
Mr. Ozawa likely will face pressure
from fellow lawmakers to give up
his job as a member of parliament,
leaving rudderless scores of ruling-
party lawmakers loyal to him. The
order effectively weakens one of Mr.
Kan’s biggest rivals to power, yet
casts a new cloud over a ruling
party already struggling with multi-
ple challenges, including public out-
rage over the handling of a tense
standoff with China.

During the campaign for DPJ
president last month, Mr. Ozawa
had said he wouldn’t leave the party
or step down as a member of parlia-

ment if the citizens’ panel ruled for
his indictment.

Monday’s order was generally
expected, as the panel overturned
repeated decisions by prosecutors
not to press charges against Mr.
Ozawa in a campaign-fund scandal
in which he is accused of making
false entries in financial statements
of his fund-raising organization. The
accusations are related to the pur-
chase of a Tokyo property in 2004
for a planned dormitory for Mr.
Ozawa’s campaign staff. Prosecutors
for the case earlier this year ar-
rested three of Mr. Ozawa’s close
aides, including a member of parlia-
ment, but didn’t charge the senior
lawmaker himself, citing a lack of
evidence.

Based on the ruling, a court-ap-
pointed lawyer will file Mr. Ozawa’s
indictment, though it wasn’t imme-
diately clear how long it will take to
carry that out. Under the political-
funds law, falsifying financial state-
ments carries a penalty of up to five
years of imprisonment and a fine of
up to one million yen, or about
$12,000.

Monday’s decision marked the
first time a citizens’ panel ordered a
forced indictment of a lawmaker,
overruling prosecutors. It follows a
change in law last year that gave
such panels more clout, as part of a
broader overhaul of the nation’s ju-
dicial system aimed at allowing av-
erage citizens a greater say.

The panels were initially created
in the late 1940s by the U.S.-led oc-
cupational government; they were
modeled after the grand-jury system
in the U.S. Their purpose was to
provide checks and balances to
prosecutors, but their decisions
didn’t have binding power until last
year.

Under the new system, a panel,
made up of 11 randomly chosen citi-
zens, can force an indictment after
two consecutive rulings by ordering
a court-appointed lawyer to file one,
bypassing prosecutors. In a highly
publicized case earlier this year,
separate panels indicted a police of-
ficial in the case of a deadly collapse
of a pedestrian bridge, and railway
executives in the case of a train
crash.

Now the focus will be on

whether Mr. Ozawa will leave parlia-
ment, and how that might affect the
internal politics of the ruling party
and Mr. Kan’s influence. In Japan,
indictments usually force the ac-
cused to give up their jobs, as 99%
of indictments result in guilty ver-
dicts.

A big question will be how the
latest development will affect many
Ozawa loyalists in the party. They
are mostly younger politicians who
feel they owe their election victories
to Mr. Ozawa’s coaching, and are
unhappy with Mr. Ozawa’s defeat in
the September party election and
the subsequent “purge” of their col-
leagues from Mr. Kan’s cabinet and
top party positions.

It isn’t clear whether the possi-
ble departure of their leader would
prompt them to bolt or encourage
them to seek peace with the rest of
the party.

Katsuya Okada, secretary general
of the DPJ—a job Mr. Ozawa held
until resigning under the cloud of
investigation in June—called Mon-
day’s ruling “surprising and very re-
grettable.”

He declined to say what the
party would do next, noting that Mr.
Ozawa should “unveil his own
thoughts” about the decision first.

But the pressure already is on
Mr. Ozawa. Sadakazu Tanigaki, pres-
ident of the Liberal Democratic
Party, said Mr. Ozawa should give
up his job. He also said his main op-
position party would continue to
grill Mr. Kan over political-funds is-
sues during coming sessions in par-
liament. The prime minister is
struggling with a so-called twisted
parliament, after a defeat in July
national elections caused his party
to lose a majority in one of the two
chambers.

Serving as the party’s chief cam-
paign strategist, Mr. Ozawa was in-
strumental in the party’s landslide
election victory last year. That win
propelled the center-left DPJ to
power, ending a half-century rule by
the LDP.

Still, he carries with him an im-
age of an old-school politician,
skilled at back-room dealings and
driven by money politics, in which
politicians attracted votes with gen-
erous public-works spending.

BY YUKA HAYASHI

Citizens’ panels
pushed prosecutors

Here is a look at the allegations
behind the order to indict longtime
political power broker Ichiro Ozawa.

Earlier this year, prosecutors ar-
rested and indicted three former top
aides to Mr. Ozawa on the suspicion
that they made false entries into po-
litical-fund reports for 2004, 2005
and 2007, which were compiled by
his fund-raising organization, Riku-
zankai.

Prosecutors suspect these finan-
cial reports were adjusted to hide il-
legal donations from construction
firms.

The suspicions surround 400
million yen ($4.8 million) in cash
that Rikuzankai received from Mr.
Ozawa in 2004, as well as land pur-
chases that year.

The cash was allegedly used to
purchase a plot of Tokyo land in
2004 for about 350 million yen.

Mr. Ozawa’s aides are suspected
of failing to record the two transac-
tions—the income of 400 million
yen as well as the outlay of 352 mil-
lion yen, which included the land
purchase—in the 2004 financial re-
port.

The outlay was recorded in the
2005 report instead, prosecutors
said, and the 400 million yen, which
was returned to Mr. Ozawa in 2007,
wasn’t recorded in the 2007 report.

While accusing Mr. Ozawa’s
aides, prosecutors didn’t indict Mr.

Ozawa himself, citing lack of spe-
cific evidence against him.

Mr. Ozawa and his aides have all
denied wrongdoing.

But a group of citizens who were
dissatisfied with the prosecutors’
decisions not to pursue Mr. Ozawa
filed complaints.

This prompted two court-ap-
pointed citizens’ panels to launch
reviews of the cases.

The Tokyo No. 5 committee
looked into the 2004 and 2005 re-
ports and the No. 1 committee
looked into the 2007 report, to
gauge Mr. Ozawa’s involvement.

The No. 5 committee ruled in
late April that Mr. Ozawa “merits
indictments,” which prompted pros-
ecutors to reopen their probe, but
they again chose not to indict him.

Public attention then focused on
whether more than eight of the 11
members of the No. 5 committee
would order an indictment against
Mr. Ozawa for the second time, a
ruling that was unveiled on Monday,
forcing an indictment against him.

The No. 1 committee concluded
in July that it was “unjust” for pros-
ecutors not to have indicted Mr.
Ozawa over the alleged falsification
of the 2007 report.

Prosecutors decided once again
last week not to charge Mr. Ozawa
for the 2007 report.

Unlike the No. 5 committee’s
probe, that is widely seen as having
closed the 2007 case.

BY MIHO INADA

May 2009: Ichiro Ozawa steps down
as president of the Democratic Party
of Japan, the leading opposition
party, ahead of August elections
amid accusations of fund-raising
improprieties.

August: The DPJ takes power from
the LDP in a landslide election that
observers credit in part to Mr.
Ozawa's organizing skills.

Feb. 4, 2010: Prosecutors
investigating the fund-raising issue
decide not to indict Mr. Ozawa.

April 27: A court-appointed citizens’
panel rules Mr. Ozawa deserves
indictment and reinstates the probe.
Another such ruling would result in his
forced indictment.

June 4:Mr. Ozawa steps down as
DPJ secretary-general. Yukio
Hatoyama resigns as prime minister,
succeeded by Naoto Kan.

July 11: DPJ suffers a major defeat in

upper house elections, loses control of
the chamber.

Aug. 26:Mr. Ozawa announces a bid
to challenge Prime Minister Kan in a
Sept. 14 vote for party leadership.

Sept. 1:Mr. Ozawa files his candidacy
for the Sept. 14 DPJ election to

challenge Mr. Kan for party president
and thus premiership.

Sept. 14:Mr. Kan defeats Mr. Ozawa
in the vote.

Oct. 4: A citizens’ judicial panel orders
Mr. Ozawa indicted over the political-
funding scandal.
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Ozawa’s fall

Ichiro Ozawa addresses reporters in January.
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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 10/01 USD 17.61 1.5 11.8 12.3
Andfs. Espanya EU EQ AND 10/01 EUR 12.10 -13.1 -8.2 -3.5
Andfs. Estats Units US EQ AND 10/01 USD 14.50 -3.5 4.6 -3.4
Andfs. Europa EU EQ AND 10/01 EUR 7.17 -8.6 -4.3 -4.7
Andfs. Franca EU EQ AND 10/01 EUR 9.00 -7.6 -2.2 -5.6
Andfs. Japo JP EQ AND 10/01 JPY 452.41 -11.5 -8.9 -8.9
Andfs. Plus Dollars US BA AND 10/01 USD 9.59 1.6 3.9 2.5
Andfs. RF Dolars US BD AND 10/01 USD 11.96 4.6 5.4 6.9
Andfs. RF Euros EU BD AND 10/01 EUR 11.09 2.4 2.7 6.8
Andorfons EU BD AND 10/01 EUR 14.70 1.4 2.2 5.2
Andorfons Alternative Premium GL EQ AND 08/31 EUR 98.77 -0.2 2.0 -6.0
Andorfons Mix 30 EU BA AND 10/01 EUR 9.69 1.4 3.3 1.2
Andorfons Mix 60 EU BA AND 10/01 EUR 9.13 -1.5 2.2 -4.6

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 09/24 USD 383261.70 39.6 68.0 40.7

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT EQ LUX 10/04 EUR 8.90 0.5 0.8 -3.3
DJE-Absolut P GL EQ LUX 10/04 EUR 211.99 3.6 9.3 4.0
DJE-Alpha Glbl P EU BA LUX 10/04 EUR 177.34 -0.4 3.9 3.0
DJE-Div& Substanz P EU EQ LUX 10/04 EUR 225.00 4.8 10.2 8.3
DJE-Gold&Resourc P OT EQ LUX 10/04 EUR 212.96 24.5 32.6 21.3
DJE-Renten Glbl P EU BD LUX 10/04 EUR 136.17 4.4 5.6 7.1
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 10/04 EUR 17.40 -1.4 1.5 5.6
LuxTopic-Pacific AS EQ LUX 10/04 EUR 20.17 22.6 39.6 19.9

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 10/04 JPY 10447.91 5.3 NS NS
Prosperity Return Fund B EU BD LUX 10/04 JPY 9517.91 -3.7 NS NS
Prosperity Return Fund C EU BD LUX 10/04 USD 102.36 6.1 NS NS
Prosperity Return Fund D EU BD LUX 10/04 EUR 112.56 15.3 NS NS
Renaissance Hgh Grade Bd A JP BD LUX 10/04 JPY 10472.96 5.8 NS NS
Renaissance Hgh Grade Bd B EU BD LUX 10/04 JPY 9456.14 -4.1 NS NS
Renaissance Hgh Grade Bd C EU BD LUX 10/04 USD 101.00 5.7 NS NS
Renaissance Hgh Grade Bd D EU BD LUX 10/04 EUR 107.43 10.3 NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI EU EQ SVN 10/01 EUR 20.04 -17.6 -27.1 -27.8
MP-TURKEY.SI OT OT SVN 10/01 EUR 46.63 34.3 47.6 21.1

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 10/01 EUR 15.24 14.0 16.5 11.1
Parex Eastern Europ Bd EU BD LVA 10/01 USD 17.12 16.9 22.2 17.1
Parex Russian Eq EE EQ LVA 10/01 USD 23.05 18.1 24.7 16.2

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 09/30 EUR 135.85 12.0 30.6 NS
Pictet-Asian Eq ExJpn-I USD AS EQ LUX 09/30 USD 187.34 6.8 14.1 16.3
Pictet-Asian Eq ExJpn-P USD AS EQ LUX 09/30 USD 177.18 6.2 13.2 15.3
Pictet-Biotech-P USD OT EQ LUX 09/30 USD 277.49 -2.0 -6.5 -9.8
Pictet-CHF Liquidity-P CH MM LUX 09/30 CHF 124.13 -0.1 -0.1 0.1
Pictet-CHF Liquidity-P dy CH MM LUX 09/30 CHF 93.34 -0.1 -0.1 0.1
Pictet-Conv. Bonds-P EUR EU BD LUX 09/30 EUR 99.77 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 09/30 USD 133.78 14.5 22.9 21.3
Pictet-Eastern Europe-P EUR EU EQ LUX 09/30 EUR 364.02 15.8 31.5 13.5
Pictet-Emerging Markets-P USD GL EQ LUX 10/01 USD 570.43 6.9 16.4 14.6
Pictet-Eu Equities Sel-P EUR EU EQ LUX 09/30 EUR 421.77 3.4 8.2 1.3
Pictet-EUR Bonds-P EU BD LUX 09/30 EUR 410.03 6.7 6.8 6.2
Pictet-EUR Bonds-Pdy EU BD LUX 09/30 EUR 300.68 6.7 6.8 6.2
Pictet-EUR Corporate Bonds-P EU BD LUX 09/30 EUR 156.51 5.8 7.9 12.0
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 09/30 EUR 106.10 5.8 7.9 12.0
Pictet-EUR High Yield-P EU BD LUX 09/30 EUR 168.56 15.3 20.5 17.3
Pictet-EUR High Yield-Pdy EU BD LUX 09/30 EUR 92.39 15.3 20.4 17.3
Pictet-EUR Liquidity-P EU MM LUX 09/30 EUR 136.22 0.2 0.3 1.0
Pictet-EUR Liquidity-Pdy EU MM LUX 09/30 EUR 96.85 0.2 0.2 1.0
Pictet-EUR Sovereign Liq-P EU MM LUX 09/30 EUR 102.44 0.0 0.1 0.7
Pictet-EUR Sovereign Liq-Pdy EU MM LUX 09/30 EUR 99.96 0.0 0.1 0.7
Pictet-Europe Index-P EUR EU EQ LUX 09/30 EUR 105.87 4.8 9.9 3.5
Pictet-European Sust Eq-P EUR EU EQ LUX 09/30 EUR 139.90 5.1 10.5 3.4
Pictet-Glo Emerging Debt-P USD GL BD LUX 09/30 USD 269.60 10.8 12.6 18.4
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 09/30 USD 175.09 10.8 12.6 18.3
Pictet-Greater China-P USD AS EQ LUX 09/30 USD 370.81 5.6 15.1 19.4
Pictet-Indian Equities-P USD EA EQ LUX 10/01 USD 438.99 21.7 27.3 27.5
Pictet-Japan Index-P JPY JP EQ LUX 10/01 JPY 8198.00 -7.7 -5.3 -12.2
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 10/01 JPY 4170.27 -5.6 -4.9 -10.2
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 10/01 JPY 7254.92 -6.3 -5.6 -14.0
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 10/01 JPY 7003.08 -6.8 -6.2 -14.5
Pictet-MENA-P USD OT OT LUX 09/29 USD 51.12 14.0 1.2 NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 09/30 USD 293.97 7.6 13.1 16.9
Pictet-Piclife-P CHF CH BA LUX 09/30 CHF 789.57 -0.2 1.4 2.0
Pictet-Premium Brands-P EUR OT EQ LUX 09/30 EUR 82.18 25.8 38.7 19.3
Pictet-Russian Equities-P USD EE EQ LUX 09/30 USD 70.06 8.8 26.3 17.1
Pictet-Security-P USD GL EQ LUX 09/30 USD 114.95 15.5 23.9 16.4
Pictet-Small Cap Europe-P EUR EU EQ LUX 09/30 EUR 518.16 14.4 17.8 9.5
Pictet-Timber-P USD GL EQ LUX 09/30 USD 111.30 4.5 17.2 5.5
Pictet-USA Index-P USD US EQ LUX 09/30 USD 93.44 3.1 9.0 0.2
Pictet-USD Government Bonds-P US BD LUX 09/30 USD 551.31 8.6 7.1 6.3
Pictet-USD Government Bonds-Pdy US BD LUX 09/30 USD 394.20 8.6 7.1 6.4
Pictet-USD Liquidity-P US MM LUX 09/30 USD 131.19 0.1 0.1 0.7
Pictet-USD Liquidity-Pdy US MM LUX 09/30 USD 84.95 0.1 0.1 0.7
Pictet-USD Sovereign Liq-P US MM LUX 09/30 USD 101.62 0.1 0.0 0.5
Pictet-USD Sovereign Liq-Pdy US MM LUX 09/30 USD 100.12 0.1 0.1 0.5
Pictet-Water-P EUR GL EQ LUX 09/30 EUR 133.87 8.0 15.2 3.1
Pictet-World Gvt Bonds-P USD EU BD LUX 10/04 USD 177.87 7.4 5.0 8.8
Pictet-World Gvt Bonds-Pdy USD EU BD LUX 10/04 USD 144.24 7.4 5.0 8.8

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 10/01 USD 15.58 15.8 31.4 23.2
Japan Fund USD JP EQ IRL 10/04 USD 16.40 3.2 -0.4 11.8
Polar Healthcare Class I USD OT EQ IRL 10/01 USD 12.81 -1.4 4.4 NS
Polar Healthcare Class R USD OT EQ IRL 10/01 USD 12.74 -1.8 3.9 NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 08/31 USD 107.82 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 08/31 USD 134.80 -1.8 1.7 6.9
Europn Forager USD B EU EQ CYM 08/31 USD 227.05 1.4 7.5 7.0
Latin America USD A GL EQ CYM 04/30 USD 14.21 2.2 -4.7 14.7
Paragon Limited USD A EU EQ CYM 11/28 USD 324.09 12.7 12.7 14.2
UK Fund USD A OT OT CYM 08/31 USD 178.77 -2.8 -3.7 2.8

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund GL EQ BMU 09/29 USD 174.94 37.4 47.6 37.5

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
ACTION FRANCE A EU EQ IRL 10/01 EUR 686.47 -3.0 1.9 -3.0
CORE EUROZONE EQ B EU EQ IRL 10/01 EUR 820.27 -1.4 3.1 -0.4
EURO FIXED INCOME A EU BD IRL 10/01 EUR 1354.17 8.8 11.0 7.8
EURO FIXED INCOME B EU BD IRL 10/01 EUR 1452.48 9.3 11.7 8.4
EUROPEAN SMALL CAP A EU EQ IRL 10/01 EUR 1359.64 13.2 18.1 7.5
EUROPEAN SMALL CAP B EU EQ IRL 10/01 EUR 1462.97 13.7 18.8 8.2
EUROZONE AGG A EUR EU EQ IRL 10/01 EUR 682.08 4.0 7.4 2.4
EUROZONE AGG B EUR EU EQ IRL 10/01 EUR 984.63 4.5 8.1 3.0
GLB REAL EST SEC A OT EQ IRL 10/01 USD 1002.22 11.8 19.8 0.3
GLB REAL EST SEC B OT EQ IRL 10/01 USD 1037.91 12.3 20.5 0.9
GLB REAL EST SEC EH A OT EQ IRL 09/30 EUR 868.75 8.0 13.1 -4.1
GLB REAL EST SEC SH B OT EQ IRL 10/01 GBP 82.85 9.4 17.3 -3.5
GLB STRAT YIELD A EU BD IRL 10/01 EUR 1789.93 11.4 17.3 14.3
GLB STRAT YIELD B EU BD IRL 10/01 EUR 1923.98 11.9 17.9 15.0
GLOBAL BOND A EU BD IRL 10/01 EUR 1271.61 15.1 17.6 12.7
GLOBAL BOND B EU BD IRL 10/01 EUR 1360.38 15.6 18.3 13.4
GLOBAL BOND EH A GL BD IRL 10/01 EUR 1513.93 10.1 11.7 10.2
GLOBAL BOND EH B GL BD IRL 10/01 EUR 1614.22 10.6 12.4 10.9
JAPAN EQUITY A JP EQ IRL 10/01 JPY 10538.54 -9.4 -8.0 -11.5
JAPAN EQUITY B JP EQ IRL 10/01 JPY 11283.23 -9.0 -7.4 -10.9
PAC BASIN (X JPN) A AS EQ IRL 10/01 USD 2495.65 9.2 16.6 21.0
PAC BASIN (X JPN) B AS EQ IRL 10/01 USD 2675.45 9.7 17.3 21.8
PAN EUROPEAN EQUITY A EU EQ IRL 10/01 EUR 1012.53 5.2 10.3 3.4
PAN EUROPEAN EQUITY B EU EQ IRL 10/01 EUR 1084.29 5.7 10.9 4.0
US EQUITY A US EQ IRL 10/01 USD 887.91 1.8 10.1 -0.2
US EQUITY B US EQ IRL 10/01 USD 954.93 2.2 10.8 0.4
US SMALL CAP EQUITY A US EQ IRL 10/01 USD 1376.41 6.8 15.5 0.1
US SMALL CAP EQUITY B US EQ IRL 10/01 USD 1481.28 7.3 16.2 0.7

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A EU BD LUX 09/30 EUR 32.72 10.3 12.4 3.6
Bonds Eur Corp A EU BD LUX 09/30 EUR 24.06 4.2 5.0 8.7
Bonds Eur Hi Yld A EU BD LUX 09/30 EUR 22.76 10.6 13.2 13.7
Bonds EURO A EU BD LUX 09/30 EUR 43.25 5.4 5.1 7.4
Bonds Europe A EU BD LUX 09/30 EUR 41.34 5.7 5.4 6.8
Bonds US MtgBkSec A US BD LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A GL BD LUX 09/30 USD 45.02 7.2 4.3 9.8
Eq. AsiaPac Dual Strategies A AS EQ LUX 10/01 USD 11.04 5.9 12.4 14.7
Eq. China A AS EQ LUX 09/30 USD 24.33 0.8 13.8 21.1
Eq. Concentrated Euroland A EU EQ LUX 09/30 EUR 86.45 -7.0 -5.2 -3.5
Eq. ConcentratedEuropeA EU EQ LUX 09/30 EUR 28.09 4.0 7.8 2.7
Eq. Emerging Europe A EU EQ LUX 09/30 EUR 26.60 12.9 29.3 2.7
Eq. Equities Global Energy OT EQ LUX 09/30 USD 16.78 -7.5 -2.4 -7.6
Eq. Euroland A EU EQ LUX 09/30 EUR 10.44 -3.6 0.3 -4.5
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 09/30 EUR 152.70 8.2 9.3 9.2
Eq. EurolandCyclclsA OT EQ LUX 09/30 EUR 18.43 3.6 8.0 1.9
Eq. EurolandFinancialA OT EQ LUX 09/30 EUR 10.03 -11.4 -17.9 -10.5
Eq. Glbl Emg Cty A GL EQ LUX 09/30 USD 9.20 -5.0 1.2 6.0

Eq. Global A GL EQ LUX 09/30 USD 28.53 2.4 6.3 3.9
Eq. Global Resources A GL EQ LUX 09/30 USD 119.87 9.8 20.8 12.5
Eq. Gold Mines A OT EQ LUX 09/30 USD 37.38 23.4 30.3 32.1
Eq. India A EA EQ LUX 10/01 USD 158.28 21.1 27.8 27.2
Eq. Japan CoreAlpha A JP EQ LUX 10/01 JPY 6764.72 -6.7 -9.0 -8.2
Eq. Japan Sm Cap A JP EQ LUX 10/01 JPY 972.67 -9.0 -13.3 -3.7
Eq. Japan Target A JP EQ LUX 10/04 JPY 1513.29 -6.7 -13.4 -6.0
Eq. Latin America A GL EQ LUX 09/30 USD 123.69 6.4 19.6 14.2
Eq. US ConcenCore A US EQ LUX 09/30 USD 23.38 3.4 11.8 7.5
Eq. US Focused A US EQ LUX 09/30 USD 15.97 0.7 2.2 -8.9
Eq. US Lg Cap Gr A US EQ LUX 09/30 USD 15.52 1.7 8.2 1.4
Eq. US Mid Cap A US EQ LUX 09/30 USD 33.71 12.8 20.1 10.8
Eq. US Multi Strg A US EQ LUX 09/30 USD 22.09 3.8 8.2 -0.3
Eq. US Rel Val A US EQ LUX 09/30 USD 20.77 0.8 3.9 -3.1
Eq. US Sm Cap Val A US EQ LUX 09/30 USD 16.40 2.9 2.4 -10.5
Money Market EURO A EU MM LUX 09/30 EUR 27.47 0.3 0.4 1.2
Money Market USD A US MM LUX 09/30 USD 15.86 0.2 0.2 0.7

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 09/23 USD 847.23 -11.9 -20.7 -20.7
MENA Special Sits Fund OT OT BMU 08/31 USD 1107.94 2.7 2.1 NS
UAE Blue Chip Fund OT OT ARE 09/23 AED 5.07 -4.8 -22.7 -22.6

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

n YMR-N Series
YMR-N Growth Fund JP EQ IRL 10/04 JPY 8531.00 -9.8 -1.5 -10.1
YMR-N Small Cap Fund JP EQ IRL 10/04 JPY 6126.00 -12.6 -11.7 -5.1

n Yuki 77 Series
Yuki 77 General JP EQ IRL 10/04 JPY 5199.00 -15.5 -11.3 -16.1

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 10/04 JPY 6046.00 -11.4 -4.2 -11.9
Yuki Chugoku JpnLowP JP EQ IRL 10/04 JPY 7000.00 -7.2 -10.0 -12.0

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 10/04 JPY 3995.00 -14.5 -6.7 -16.4
Yuki Hokuyo Jpn Inc JP EQ IRL 10/04 JPY 4606.00 -12.2 -7.9 -16.3
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 10/04 JPY 4442.00 -13.0 -12.5 -5.7

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III JP EQ IRL 10/04 JPY 3765.00 -14.8 -8.0 -18.4
Yuki Mizuho Jpn Dyn Gro JP EQ IRL 10/04 JPY 3957.00 -15.2 -10.9 -19.1
Yuki Mizuho Jpn Exc 100 JP EQ IRL 10/04 JPY 5897.00 -15.4 -6.6 -13.8
Yuki Mizuho Jpn Gen JP EQ IRL 10/04 JPY 7714.00 -10.5 -3.9 -12.1
Yuki Mizuho Jpn Gro JP EQ IRL 10/04 JPY 5707.00 -10.2 -5.9 -12.7
Yuki Mizuho Jpn Inc JP EQ IRL 10/04 JPY 6859.00 -10.2 -5.6 -16.0
Yuki Mizuho Jpn Lg Cap JP EQ IRL 10/04 JPY 4510.00 -13.1 -6.8 -15.2
Yuki Mizuho Jpn LowP JP EQ IRL 10/04 JPY 10389.00 -10.1 -9.0 -8.5
Yuki Mizuho Jpn PGth JP EQ IRL 10/04 JPY 6700.00 -15.8 -11.3 -16.8
Yuki Mizuho Jpn SmCp JP EQ IRL 10/04 JPY 6228.00 -12.7 -12.6 -2.8
Yuki Mizuho Jpn Val Sel AS EQ IRL 10/04 JPY 5051.00 -10.6 -6.1 -11.7
Yuki Mizuho Jpn YoungCo AS EQ IRL 10/04 JPY 2248.00 -17.5 -23.8 -13.7

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 10/04 JPY 4855.00 -10.4 -4.0 -12.9
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noon trading Monday in New York.
Under the terms of the agree-

ment, Weather Investments will re-
ceive 325.6 million new VimpelCom
common shares, as well as $1.8 bil-
lion in cash.

If it is approved by shareholders,
Weather Investments will gain a
20% economic interest and 18.5%
voting interest in the larger Vimpel-
Com group.

Meanwhile, VimpleCom share-
holder Telenor ASA’s economic in-
terest in VimpelCom will fall to
31.7%. Alfa Group will have 31.4% of
economic rights, according to a
press release.

Orascom Telecom said in June
that talks with MTN Group, Africa’s
largest cellphone operator, over the
sale of some, or all, of its assets had
been terminated due to a “failure to
reach a deal.”

The Algerian government was a
major stumbling block in the Oras-
com-MTN discussions, saying it
would block any transaction involv-
ing Djezzy and arguing it should
have first refusal on the company
should it be put up for sale.

In November, Algerian authorities
slapped Orascom with a $600 mil-
lion tax claim and penalties for fis-
cal years 2004 to 2007, even though
Orascom’s operation was tax-exempt
until mid-2007.

—Gustav Sandstrom in Stockholm
and Shereen Elgazzar in Dubai

contributed to this article.

Continued from page 19

VimpelCom
gains control
of Orascom

A rush to emerging-market debt
HONG KONG—Foreign investors

are rushing into emerging-market
bonds from Indonesia to Mexico,
bearing foreign-exchange risks that
used to be held by locals.

The latest evidence came Mon-
day when the Asian Development
Bank reported that foreigners are
taking an ever bigger chunk of lo-
cally issued debt, alleviating the
need for businesses and government
to borrow in dollars or other hard
currencies.

“Emerging East Asia is experi-
encing strong foreign portfolio capi-
tal inflows as investors chase higher
returns in local markets,” said Iwan
Azis, an Asian Development Bank
official.

Foreign investors as of the end
of July held 27% of Indonesia’s lo-
cal-currency government debt, com-
pared with 16% a year earlier. In
Malaysia through June, it was 18%
compared with 10% a year earlier,
and 7.4% in South Korea versus 5.8%
a year earlier, according to the ADB.
Most think that trend only acceler-
ated in the third quarter. Standard
Chartered economists figure foreign
holdings in Thailand’s local bond
market nearly doubled since July to
265 billion Thai baht ($8.78 billion).

Western investors, struggling
with record-low interest rates on
bonds at home, are flocking to
emerging-market foreign-currency
bonds because of higher yields and
the expectations that those curren-
cies will continue to rise as these
economies outperform the West.

That has sent several Asian curren-
cies to at or near record highs
against the dollar.

Philippe Petit, who manages $6
billion of local-currency bonds for
Pictet Asset Management in Sin-
gapore, said Asia’s quick recovery
after the Lehman Brothers failure
proved its resilience compared with
the debt-laden economies of the de-
veloped world. Investor inflows
have swelled the Pictet Asian Local
Currency Debt mutual fund from
$132 million a year ago to $1.4 bil-
lion today. “The fundamentals are
quite strong,” Mr. Petit said.

Unlike in the past, this foreign-
held debt isn’t denominated in dol-
lars or other “hard currencies” such
as yen or euros. That makes it eas-
ier for borrowers to pay back in the
event of a financial panic in which

their currencies weaken sharply.
But in the scenario where cur-

rencies drop, so do the value of the
bonds for foreigners. The currency
risk that used to be in the hands of
borrowers is now more in the hands
of the bondholders.

Some warn that the market
could be overly discounting the risk
that currency fluctuations can have
on bond investors.

“The bulk of the expected gains
in the local bonds trade have al-
ready been realized,” wrote Bhanu
Baweja, UBS’s head of emerging-
markets fixed-income and foreign-
exchange strategy in London, in a
recent note.

Another crisis caused, for exam-
ple, by Europe’s debt problems
could send local-currency bond
prices plummeting. The Indonesian
rupiah lost a quarter of its value in
the eight weeks after Lehman Broth-
ers collapsed. It took 18 months to
gain back that lost ground. Inflation
and the imposition of capital con-
trols by governments nervous about
too much capital flowing into their
shallow markets are also risks.

Yet many investors fear that the
real currency risk in the market is in
holding dollars, as the Federal Re-
serve contemplates another round
of money-supply increases, known
as quantitative easing.

Jerome Booth, head of Research
at London-based Ashmore Group,
which specializes in managing
emerging-market debt, figures
emerging-market currencies are still
at least 30% undervalued across the
board thanks to stronger economic

growth and robust financial sys-
tems. Most Asian and Latin Ameri-
can economies have spent the last
decade brushing themselves off
from financial crises that were trig-
gered or exacerbated by massive
borrowing in dollars. To do that,
they have expanded their local-cur-
rency bond markets.

Mexico, which has in the past de-
faulted on its dollar-denominated
debt, now counts on its local-cur-
rency bond market to fund three-
quarters of its borrowing needs.
Foreigners in recent months have
been a big part of that demand, ac-
cording to José Antonio Ordás Por-
ras, head of global markets for
BBVA in Mexico. He was recently on
a tour of Asia, where demand for
Latin American debt is strong.

“We’ve seen a move into buying
Mexican debt in pesos, and that will
continue. Local governments prefer
to have debt in their own currencies
rather than dollars. That was the sin
of the past, the sin of the ’80s,” he
said.

Foreign investors have sent
$22.4 billion into local-currency-de-
nominated emerging-market bond
funds in 2010, up from $3.7 billion
for all of 2009, according to EPFR
Global. Before the financial crisis in
2007, investors put $5.1 billion into
such funds. The demand for local-
currency bonds prompted the Phil-
ippines last month to issue $1 bil-
lion worth of peso bonds directed at
global investors. It was oversub-
scribed 13.5 times, according to Citi-
group, enabling the Philippines to
pay a yield of just 5%.

BY ALEX FRANGOS

Source: Asian Development Bank

Local flow
Foreign investors are taking a
bigger bite out of emerging-market
currency bonds
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China’s army extends sway
BEIJING—Behind China’s in-

creasingly fractious relations with
its neighbors, which most recently
erupted in a territorial row with Ja-
pan, is a newly assertive Chinese
military whose influence over for-
eign policy is growing in the run-up
to a leadership transition.

On Sunday, China and Japan
seemed to be edging past their
worst dispute in five years, as Japa-
nese leaders called for “mutually
beneficial” ties after China thanked
Japan’s military for evacuating a
sick Chinese sailor from a ship in
the Pacific on Saturday.

But relations between Asia’s two
biggest economies remained tense
as Japanese Prime Minister Naoto
Kan set off on a hurriedly arranged
trip to an Asia-Europe forum in Bel-
gium, where he is expected to seek
international support for Japan’s
position in the territorial dispute.

“It is important to thoroughly
explain the stance of our country,”
Mr. Kan said Sunday.

A day earlier, in an unusual dis-
play of nationalistic fervor, thou-
sands of demonstrators marched
through Tokyo’s central shopping
districts, criticizing China and the
Japanese government’s handling of
a recent territorial dispute.

It is unclear how much the senti-
ments of the crowd have been em-
braced by mainstream politicians.
No prominent political leaders at-
tended the event.

But the row over Japan’s deten-
tion of a Chinese fishing vessel near
the disputed islands in the East
China Sea has reinforced concerns
in Tokyo and other capitals that
China’s decisions are increasingly
shaped by the People’s Liberation
Army, or PLA, analysts say.

The PLA’s heavy-handed re-
sponse to recent U.S. military exer-
cises with South Korea and over U.S.
statements on the South China Sea
has already provoked a backlash
across Asia, as Japan and several
Southeast Asian nations look to
shore up ties with the U.S.

The Chinese military’s political
clout is expected to grow as the
Communist Party’s ruling Politburo
Standing Committee—whose nine
members are all civilians and don’t

include a foreign-policy specialist—
prepares for China’s change to new
leadership in 2012. That process be-
gins in earnest with a party meeting
starting Oct. 15, when attention will
focus on whether Xi Jinping, the
presumed heir to party chief and
President Hu Jintao, is appointed
vice chairman of the powerful Cen-
tral Military Commission, which
oversees the PLA.

It is unclear to what extent the
PLA is unilaterally expanding its tra-
ditional role—to defend the party
and Chinese territory—or being en-
couraged by party leaders to rede-
fine China’s broader national inter-
ests. But the military has become
far more outspoken in recent
months, frequently upstaging the
foreign ministry and heightening
concerns in the region and beyond
about how China plans to use its
economic muscle.

In one recent example, at a con-
ference in Singapore on Sept. 24,
Hitoshi Tanaka, a former Japanese
deputy foreign minister, made a
speech defending Japan’s handling
of the territorial dispute with
China—but also announcing that Ja-
pan would release the captain of the
detained Chinese fishing vessel.

In a question-and-answer session
that followed, Mr. Tanaka was repri-
manded by Maj. Gen. Zhu Chenghu,
dean of China’s Defense Affairs In-
stitute, according to an account by
the conference’s organizer, the S.
Rajaratnam School of International
Studies. “Don’t try to believe that
the Chinese are so evil,” Gen. Zhu
was quoted as saying by Singapore’s
Straits Times. “I don’t think this
kind of announcement will be con-
structive to the establishment of
more mutual cooperation.”

In rebuking Mr. Tanaka directly,
Gen. Zhu upstaged Tang Jiaxuan, a
former Chinese foreign minister and
state councilor who had just spoken
at the conference.

The episode fits a pattern of re-
cent outbursts by serving generals.
At a meeting with visiting U.S. offi-
cials in May, PLA navy Rear Adm.
Guan Youfei accused the U.S. of be-
ing a “hegemon” and treating China
as an enemy, to the apparent embar-
rassment of Chinese diplomats pres-
ent, according to people familiar
with the situation.

In June, at another conference in
Singapore, U.S. Defense Secretary
Robert Gates was confronted by
Gen. Zhu, as well as Gen. Ma Xiao-

tian, the PLA’s deputy chief of the
general staff, over U.S. arms sales to
Taiwan.

Mr. Gates and other top officials
have complained in recent months
about what they see as a split in
China—between a PLA that, they
say, thwarts efforts to improve rela-
tions with the U.S., and a political
leadership that favors more cooper-
ation.

“I wouldn’t undersell that there
are real issues that separate the
United States and China,” said a se-
nior U.S. defense official. “But we
need to be able to deal with those
issues in a productive way.”

Gen. Zhu’s presence was indica-
tive of the prevailing attitude in Bei-
jing. He was officially reprimanded
in 2005 for telling journalists that
China would destroy “hundreds” of
U.S. cities with nuclear weapons if
Washington intervened in a conflict
over Taiwan.

He now frequently appears at
conferences and in state media
alongside other serving and retired
officers—to the frustration of many
Chinese diplomats and interna-
tional-relations experts.

—Yoree Koh in Tokyo
contributed to this article.

BY JEREMY PAGE

Soldiers from China’s People’s Liberation Army take part in a training session in Shanxi province in July.
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Iraq raises estimate of oil reserves
Iraq dramatically increased the

estimate of its proved oil reserves
Monday, seeking in the first revision
to its oil reserves since 2001 to reaf-
firm the strife-ridden country’s
place on the international energy
scene.

Some energy experts, however,
expressed skepticism that Iraq had
undertaken sufficient recent explo-
ration to justify the estimate, which
hasn’t been independently reviewed.

The latest estimates raise Iraq’s
total proved reserves more than 24%
to 143.1 billion barrels of oil, up
from 115 billion barrels, Oil Minister
Hussein al-Shahristani said Monday.
That would give Iraq the world’s
third-largest reserves, bypassing
Iran, and placing the country well
behind leader Saudi Arabia and No.
2 Venezuela.

The report comes as interna-
tional oil companies proceed with
their first significant oilfield opera-

tions in decades, in the aftermath of
wars and United Nations sanctions.
Iraq’s oil revenues make up 95% of
the country’s national budget. In-
creasing its oil output could provide
billions of dollars to rebuild infra-
structure.

But the country’s oil infrastruc-
ture remains challenged following
decades of sanctions, war and ne-
glect.

Mr. Shahristani said Iraq will in-
form the Organization of Petroleum
Exporting Countries on the new
proven reserves. A founding member
of OPEC, Iraq hasn’t been required
to adhere to production quotas since
the Iraq-Iran War in the 1980s. The
ministry also plans annual updates
of its oil reserves, another measure
that communicates greater normalcy
in the Iraqi oil industry.

“These aren’t random figures,
rather they were the results of deep
surveys carried out by the ministry’s
oil reservoir company and interna-
tional companies which signed con-

tracts with Iraq,” Mr. Shahristani
said.

Iraq has signed 12 deals with in-
ternational oil companies to ramp
up output capacity to about 12 mil-
lion barrels a day from around 2.4
million barrels a day now. BP PLC,
Exxon Mobil Corp., Royal Dutch
Shell PLC, Lukoil Holdings , Eni
SpA, Total SA, Japan Petroleum
Exploration Co. Ltd. and China Na-
tional Petroleum Corp., or CNPC,
have signed on.

Issam al-Chalabi, a former Iraq
oil minister, said he is “doubtful” of
the figures. “Iraq hasn’t carried out
any new seismic surveys and hasn’t
drilled any new exploration wells for
years in order to announce new re-
serves,” he said.

The ministry’s announcement is
an effort by the Iraqi administration
to win political support by showing
concrete progress on oilfield and
economic development, Mr. Chalabi
said.

Richard Quin, lead energy re-

searcher at Wood Mackenzie, said it
is “still too early” for international
oil companies to have undertaken
enough exploration to reassess the
fields and offer updated reserves.
But Mr. Quin said the recent figures
are likely closer to reality than the
2001 estimate.

“I am not surprised,” Mr. Quin
said. “The figure reflects the prog-
ress made in Iraq and that new tech-
nologies including seismic imaging
and modern production techniques
will be employed going forward.”

Technical hurdles and political
uncertainty lie ahead. Iraqi politi-
cians have been wrangling for al-
most seven months to form a gov-
ernment after the country’s general
elections in March.

Mr. Shahristani said the new re-
serve figure doesn’t include the
semiautonomous region of Kurdistan
in northern Iraq. The region’s au-
thorities have estimated reserves in
the Kurdistan region to be around
40 billion barrels.

BY HASSAN HAFIDH

World Bank
chief warns
on hurdles
to growth

WASHINGTON—The global econ-
omy is recovering at such a tepid
pace, said World Bank President
Robert Zoellick, that countries must
guard against creating “tensions”
that could undermine further
growth.

Among the issues that warrant
particular attention are foreign-cur-
rency fights, protectionism, asset
bubbles and food-price volatility, he
said in an interview with The Wall
Street Journal.

“When you have slow growth
and high unemployment [in wealthy
countries] you run the risk of fric-
tions, whether they be currency,
trade and social issues like immigra-
tion” escalating into larger prob-
lems, he said on Monday, a few days
before the 187 member nations of
the World Bank and International
Monetary Fund gather for their an-
nual meetings. “It will be very im-
portant for leading countries to
manage their differences.”

At the top of the list, he said,
was the economic relationship be-
tween China and the U.S., in which
the U.S. is pressing China to revalue
its currency as a way to cut its large
trade deficit with China. Other
countries in Asia have been inter-
vening to keep their currencies low
partly as a way to meet Chinese
competition.

Mr. Zoellick didn’t comment on
Chinese currency practices, but said
Beijing was slowly moving toward
an economy that depends more on
domestic consumption than on ex-
port-led growth.

Partly, he said, that involves re-
making the structure of the Chinese
economy, including freeing up heav-
ily regulated service industries
which are dominated by a few Chi-
nese companies. “There is a strong
interest on the part of the Chinese,
that this is an area where it’s in
their interest to change,” he said,
because Beijing is looking to make
its economy more productive.

Telecommunications, transporta-
tion and logistics, among other ser-
vice industries, are strengths of U.S.
and European firms, Mr. Zoellick
noted, so “you can offset some of
the tension through business ar-
rangements.”

Separately, the Institute of Inter-
national Finance, a trade association
of the world’s largest banks, called
on the U.S., China, Japan and euro-
zone nations to develop interna-
tional agreements on currency is-
sues. “The world’s major economies
should convene urgently to broker
agreement on a number of sensitive
macroeconomic and exchange-rate
issues,” the group said in a letter.

Low interest rates in the U.S. and
Europe are creating the prospect of
asset bubbles in China, Brazil, India
and other developing nations in
Asia, many commentators have
warned, as investors search for
higher yields.

The currency issue is bound to
be a topic of conversation at the
IMF sessions this week as well as at
the summit of the Group of 20 in-
dustrialized and developing coun-
tries in mid-November in Seoul.

—Ian Talley
contributed to this article.
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Am Blend Portfolio A US EQ LUX 10/01 USD 10.21 -1.5 5.9 -2.3
Am Blend Portfolio I US EQ LUX 10/01 USD 12.08 -1.1 6.5 -1.5
Am Growth A US EQ LUX 10/01 USD 29.91 -4.3 6.7 5.7
Am Growth B US EQ LUX 10/01 USD 24.96 -5.0 5.6 4.6
Am Growth I US EQ LUX 10/01 USD 33.35 -3.7 7.5 6.5
Am Income A US BD LUX 10/01 USD 9.01 11.5 13.4 14.8
Am Income A2 US BD LUX 10/01 USD 21.24 11.6 13.5 14.8
Am Income B US BD LUX 10/01 USD 9.01 10.9 12.6 13.9
Am Income B2 US BD LUX 10/01 USD 18.21 11.0 12.7 14.0
Am Income I US BD LUX 10/01 USD 9.01 12.0 14.1 15.5
Emg Mkts Debt A GL BD LUX 10/01 USD 16.91 13.9 16.0 20.5
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EuroZone Strat Val BX EU EQ LUX 10/01 EUR 6.68 5.7 11.9 0.1
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Gl Conservative A US BA LUX 10/01 USD 15.16 3.5 6.3 5.1
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Int'l Technology I OT EQ LUX 10/01 USD 133.26 7.7 21.8 11.2

Japan Blend A JP EQ LUX 10/01 JPY 5489.00 -8.9 -3.2 -11.6
Japan Growth A JP EQ LUX 10/01 JPY 5190.00 -11.6 -7.7 -14.0
Japan Growth I JP EQ LUX 10/01 JPY 5374.00 -11.1 -7.0 -13.3
Japan Strat Value A JP EQ LUX 10/01 JPY 5803.00 -5.2 2.2 -9.0
Japan Strat Value I JP EQ LUX 10/01 JPY 5993.00 -4.6 3.0 -8.3
Real Estate Sec. A OT EQ LUX 10/01 USD 15.98 11.4 19.0 1.7
Real Estate Sec. B OT EQ LUX 10/01 USD 14.49 10.4 17.7 0.6
Real Estate Sec. I OT EQ LUX 10/01 USD 17.27 12.0 19.9 2.5
Short Mat Dollar A US BD LUX 10/01 USD 7.39 3.8 6.5 3.3
Short Mat Dollar A2 US BD LUX 10/01 USD 10.16 3.8 6.4 3.2
Short Mat Dollar B US BD LUX 10/01 USD 7.39 3.4 6.0 2.8
Short Mat Dollar B2 US BD LUX 10/01 USD 10.08 3.5 5.9 2.8
Short Mat Dollar I US BD LUX 10/01 USD 7.39 4.2 7.0 3.8
US Thematic Portfolio A EUR H US EQ LUX 10/01 EUR 16.18 NS NS NS
US Thematic Portfolio B EUR H US EQ LUX 10/01 EUR 16.15 NS NS NS
US Thematic Portfolio C EUR H US EQ LUX 10/01 EUR 16.17 NS NS NS
US Thematic Portfolio I EUR H US EQ LUX 10/01 EUR 16.21 NS NS NS
US Thematic Research A US EQ LUX 10/01 USD 9.00 5.5 12.5 2.6
US Thematic Research B US EQ LUX 10/01 USD 8.22 4.7 11.4 1.6
US Thematic Research I US EQ LUX 10/01 USD 9.75 6.2 13.5 3.5

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 10/01 GBP 8.33 1.1 8.6 6.8
Andfs. Borsa Global GL EQ AND 10/01 EUR 6.20 -4.7 1.4 -6.5

FUND SCORECARD
U.S. Equity
These funds primarily take long/short positions in US equities. At least 60% of their assets are in UCDA
(US/Canada/Developed America) equities. Ranked on % total return (dividends reinvested) in U.S. dollars
for one year ending October 04, 2010

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

1 Bomgaars Bomgaars USDUSA 68.70 131.44 39.77 NS
Investments Investments, LLC

1 Willowbrook Willowbrook USDUSA 107.22 114.99 27.72 NS
Fund, LP Capital Management, LLC

5 AlphaOne AlphaOne Capital USDUSA 46.27 77.58 36.38 15.81
Satori Fund, LP. Partners

5 Latin MBA Asset USDCYM 34.31 70.95 33.40 NS
America Opportunity Fund Ltd Management

NS Creststreet Creststreet Asset CADCAN 25.47 70.75 4.25 NS
Energy Opportunities Cl F Management

1 Dynamic Dynamic Mutual CADCAN 9.46 55.67 0.99 19.32
Power Hedge Ser FC Funds Ltd

1 Dynamic Dynamic Mutual CADCAN 8.70 54.04 -0.08 19.16
Power Hedge Ser C Funds Ltd

NS GJ GJ Investment USDUSA 16.85 53.84 NS NS
Investment Funds I LP Funds

1 Dynamic Dynamic Funds CADCAN 23.06 52.37 16.53 11.54
Contrarian Series F

NS Bluebird Bluebird Asset USDUSA 28.53 50.55 NS NS
Funds LP Management LLC

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

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

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

MARKETS

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

12-month and 2-year returns may be calculated over 11- and 23-month periods
pending receipt and publication of the last month end price.

NAV —%RETURN—
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV —%RETURN—
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV —%RETURN—
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV —%RETURN—
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

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 07/31 EUR 99.07 -1.5 -0.3 -9.6
D'Auriol Opp F3 EUR EU MM CYM 07/30 EUR 939.75 -4.9 -4.8 -14.4

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 08/31 EUR 189.98 -2.6 3.2 -3.8
Horseman EurSelLtd USD EU EQ GBR 08/31 USD 200.19 -0.8 4.9 -3.4
Horseman Glbl Ltd EUR GL EQ CYM 08/31 USD 356.19 -3.9 -8.7 -6.7
Horseman Glbl Ltd USD GL EQ CYM 08/31 USD 356.19 -3.9 -8.7 -6.7

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 08/31 EUR 89.13 -1.8 5.0 NS
Special Opp Inst EUR OT OT CYM 08/31 EUR 84.59 -1.3 5.7 NS
Special Opp Inst USD OT OT CYM 08/31 USD 96.21 -1.2 5.9 NS
Special Opp USD OT OT CYM 08/31 USD 93.78 -1.7 5.2 NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT GGY 04/30 EUR 120.82 3.5 -13.4 -3.8
GH Fund CHF Hdg OT OT GGY 08/31 CHF 109.96 0.1 1.9 NS
GH Fund EUR Hdg (Non-V) OT OT GGY 04/30 EUR 109.43 2.9 -15.9 -5.9
GH Fund GBP Hdg OT OT GGY 08/31 GBP 131.72 0.6 2.6 NS
GH Fund Inst USD OT OT GGY 07/30 USD 111.21 0.9 3.0 NS
GH FUND S EUR OT OT CYM 08/31 EUR 128.58 1.3 3.7 NS
GH FUND S GBP OT OT GGY 08/31 GBP 133.52 1.6 3.9 NS
GH Fund S USD OT OT CYM 08/31 USD 150.77 1.3 3.6 NS
GH Fund USD OT OT GGY 08/31 USD 272.27 0.4 2.2 NS
Hedge Investments OT OT JEY 08/31 USD 139.81 NS 2.9 NS
Leverage GH USD OT OT GGY 08/31 USD 117.42 -0.9 2.4 NS
MultiAdv Arb CHF Hdg OT OT JEY 08/31 CHF 95.57 1.1 4.7 -5.7
MultiAdv Arb EUR Hdg OT OT JEY 08/31 EUR 104.43 1.4 5.4 -5.2
MultiAdv Arb GBP Hdg OT OT JEY 08/31 GBP 112.74 1.5 5.6 -5.6
MultiAdv Arb S EUR OT OT CYM 08/31 EUR 112.67 2.5 6.1 NS
MultiAdv Arb S GBP OT OT CYM 08/31 GBP 118.10 2.4 7.0 -4.3
MultiAdv Arb S USD OT OT CYM 08/31 USD 128.69 2.4 6.0 NS
MultiAdv Arb USD OT OT JEY 08/31 USD 196.68 1.3 5.4 -3.7

n HSBC Uni-folio
Asian AdbantEdge EUR OT OT JEY 09/17 EUR 98.05 -1.2 -0.4 NS
Asian AdvantEdge OT OT JEY 09/17 USD 180.27 -1.3 -0.3 NS
Emerg AdvantEdge OT OT JEY 09/17 USD 167.03 -0.2 0.8 NS
Emerg AdvantEdge EUR OT OT JEY 09/17 EUR 92.73 -0.5 0.6 NS
Europ AdvantEdge EUR OT OT JEY 09/17 EUR 129.64 -2.3 -1.9 NS
Europ AdvantEdge USD OT OT JEY 09/17 USD 137.47 -2.5 -2.0 NS
Real AdvantEdge EUR OT OT JEY 09/17 EUR 104.55 -3.4 -2.2 NS
Real AdvantEdge USD OT OT JEY 09/17 USD 105.07 -3.0 -1.8 NS
Trading Adv JPY OT OT GGY 07/30 JPY 9414.60 2.1 -1.0 NS
Trading AdvantEdge OT OT GGY 09/17 USD 143.91 2.6 -2.5 NS
Trading AdvantEdge EUR OT OT GGY 09/17 EUR 130.31 2.3 -2.9 NS
Trading AdvantEdge GBP OT OT GGY 09/17 GBP 138.43 2.8 -2.2 NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 09/24 USD 396.44 7.5 15.4 1.7
Antanta MidCap Fund EE EQ AND 09/24 USD 794.15 11.9 28.8 -7.1
Meriden Opps Fund GL OT AND 09/29 EUR 44.67 -25.5 -34.6 -33.9
Meriden Protective Div GL EQ AND 09/01 EUR 79.14 NS NS NS

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

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR Cls H GL OT CYM 07/30 EUR 1004.66 9.7 12.8 NS
Winton Evolution GBP Cls G GL OT CYM 07/30 GBP 1010.99 9.9 13.2 NS
Winton Evolution USD Cls F GL OT CYM 07/30 USD 1275.21 9.7 13.0 4.3
Winton Futures EUR Cls C GL OT VGB 07/30 EUR 204.32 8.9 12.8 7.5
Winton Futures GBP Cls D GL OT VGB 07/30 GBP 220.96 8.9 13.1 8.0
Winton Futures JPY Cls E GL OT VGB 07/30 JPY 14456.69 10.2 13.8 6.5
Winton Futures USD Cls B GL OT VGB 07/30 USD 726.24 8.8 12.9 7.2

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 08/31.00 USD1396.48 7.4 -12.7 -6.5

Enel advances
$4 billion IPO
of ‘green’ unit;
cash to cut debt

LONDON—Enel Green Power,
the renewable-energy unit of Enel
SpA, started marketing its planned
€3 billion ($4.13 billion) initial pub-
lic offering, in what could become
Europe’s largest new stock-market
listing in nearly three years.

Following an e-mail to potential
investors Monday from the arrang-

ing banks, people
working on the
transaction said the
price range will be

set around Oct. 18, when Enel Green
Power executives will start formal
meetings with investors. Final pric-
ing will be at the start of November.

Enel is expected to offer about
30% of the company as part of a
broader selloff of assets to cut debt.

Earnings before interest, tax, de-
preciation and amortization were
€651 million in the first half of 2010,
the same as in the first half of 2009.
Net debt was just under €3 billion at
June 30, compared with €5.3 billion
at the end of 2009, according to the
company. Its main operations in-
volve wind and hydroelectric power.

At €3 billion, the IPO would be
the largest since Enel’s Spanish ri-
val, Iberdrola SA, raised €4.1 billion
from the listing of renewables unit
Iberdrola Renovables SA in Decem-
ber 2007.

BY MARGOT PATRICK

Growth fears hit
European markets

European stocks fell, as worries
about regional economic growth
prospects remained at the fore and
investors awaited the U.S. earnings
season that begins later this week.

U.S. stocks also declined, as in-
vestors paused after last month’s
strong rally. The euro weakened
against the dollar.

Monday’s cautious tone came as
concerns continued to percolate
around the periphery of the euro
zone. Spanish jobless claims rose in
September as the economy shed
jobs at the end of the summer tour-
ism season. Ireland faces a steep
hole to fill in its December budget.

The Stoxx Europe 600 index shed
0.5% to 257.74, its lowest close since
Aug. 31, while the U.K.’s FTSE 100
index lost 0.6% to 5555.97. France’s
CAC-40 index fell 1.1% to 3649.81,
and Germany’s DAX dropped 1.2% to
6134.21, as both lost ground for the
sixth consecutive day. The Spanish
benchmark also declined, but the
Irish market firmed.

The European Central Bank said
it bought more government bonds
in the last week than at any time in
the last three months. The ECB said
it settled the acquisition of €1.384
billion ($1.91 billion) in bonds under
its Securities Markets Program last
week, the highest level of purchases
since the last week of June.

This is a firm reminder that the

European sovereign debt crisis isn’t
over, said Martin van Vliet, an econ-
omist at ING Bank.

The Dow Jones Industrial Aver-
age fell 78.26 points, or 0.7%, to end
at 10751.42. American Express skid-
ded 6.9% in late New York trade af-
ter the Justice Department filed a
civil antitrust complaint, saying the
rules imposed on merchants by the
card company are anticompetitive.

Alcoa, which kicks off the third-
quarter earnings season on Thurs-
day, dropped 2.7%.

Microsoft shed 1.9% after Gold-
man Sachs cut its stock-investment
rating on the company to “neutral”
from “buy,” saying the tech giant
must increase its dividend, develop
a “coherent consumer strategy” and
boost its cloud-computing business.

“On a day like today, where Mi-
crosoft gets downgraded by a major
firm, investors are jittery and they
can move the markets up or down
either way without a lot of volume,”
said David Roda, chief executive of-
ficer of Miami-based Roda Asset
Management.

Treasury prices rose as some in-
vestors bet on the Federal Reserve
to step up government-debt pur-
chases to aid the economy. The yield
on the 10-year note dropped to
2.481%, from 2.528% late Friday. The
yield on the two-year note touched
a record low of 0.399% before end-
ing at 0.407%.

The euro fell to $1.3684, from

$1.3780 late Friday in New York,
amid euro-zone worries. Crude-oil
futures for November delivery fell
$0.11 per barrel, or 0.1%, to $81.47.

French drug maker Sanofi-Aven-
tis shares fell 0.6%, after it an-
nounced a hostile, $18.5 billion bid
for U.S. biotech group Genzyme,
whose shares edged up 0.1% in New
York. Sanofi approached Genzyme

during the summer, but its offer was
rejected. Sanofi said in a statement
Monday that its conversations with
shareholders reveal they are “frus-
trated” with the U.S. group.

In the U.S., Sara Lee surged 6.9%
after rebuffing an unsolicited pro-
posal from Henry Kravis and KKR
that could have led to a $12 billion
leveraged deal.
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