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The Ground Zero ‘Tribute in Light’ beams are visible from Brooklyn during a test Wednesday ahead
of the anniversary of the 9/11 attacks in New York City. For coverage, including video and photos of
the weekend’s Sept. 11 commemorations, see WSJ.com/US.

Terror threat
harder to foil,
new study says

The terrorist threat faced
by the U.S. nine years after
the 2001 attacks on New York
and Washington is far more
difficult to detect but less
likely to produce mass-casu-
alty attacks, according to the
former chairmen of the 9/11
Commission.

A report, due out Friday,
finds that terrorism is in-
creasingly taking on an Amer-
ican cast, reflected in the
growth of homegrown terror-
ism as well as the new role
the U.S. is playing as a pro-
ducer and exporter of terror-
ists to areas like the horn of
Africa and Yemen.

The report concludes some
of the most-feared types of
attacks are now unlikely, such
as those using nuclear or bio-
logical weapons, or attacks on
malls and shopping centers in
lesser-populated cities. De-
spite al Qaeda’s long-running
interest in mass-casualty
weapons, it hasn’t shown the
capacity to mount such at-

tacks, according to the report.
The U.S. government is ill-

equipped to counter the new-
est version of the terrorist
threat, the report concludes,
adding that “American overre-
actions” to unsuccessful at-
tacks have arguably played
into terrorists’ hands and fuel
anti-American sentiment.

“It’s a much more complex
and a much more diverse
threat than it was” in 2001,
said former 9/11 Commission
Co-Chairman Lee Hamilton in
an interview. “We lag behind
still in developing responses
to this threat.”

No agency in the U.S. gov-
ernment, for example, is
charged with monitoring and
stopping the radicalization
and recruitment of Americans
to terrorist ranks, he said.

The report was written by
terrorism analysts Peter Ber-
gen and Bruce Hoffman for
the national security group of
the Bipartisan Policy Center, a
nonprofit Washington think
tank. The security group is led
by former 9/11 Commission

Co-Chairman Tom Kean and
Mr. Hamilton.

The assessment, the first
in a series of planned terror-
ism reports by the group,
tracks closely with recent as-
sessments from the director
of national intelligence and
the Central Intelligence
Agency that have highlighted
the increasing reliance of al
Qaeda and its affiliates on
people who can easily and le-
gally enter and travel in the
U.S. to plot and mount at-
tacks.

Officials at intelligence
agencies and the Department
of Homeland Security have
zeroed in on the homegrown
threat in the wake of a series
of attacks and botched plots,
including the Fort Hood,
Texas, shooting and the at-
tempted Times Square bomb-
ing—both carried out by U.S.
citizens.

Last year witnessed 10
U.S.-linked jihadi attacks,
plots or incidents of individu-
als traveling to receive terror-

Please turn to page 3
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ECB backs austerity
amid growth doubts

FRANKFURT—The Euro-
pean Central Bank continues
to push the case for fiscal
austerity despite an uncertain
global recovery, arguing that
the benefits from higher pri-
vate-sector confidence out-
weigh any drag on demand.

“Credible and ambitious
consolidation raises expecta-
tions of future economic
growth and induces economic
reactions,” the ECB wrote in
its September monthly bulle-
tin.

It is the third time in four
months that the ECB has used
its monthly bulletin to advo-
cate for fiscal belt-tightening
as a means to achieve growth.

Yet the ECB finds itself in-
creasingly isolated with its
position.

“I suspect that develop-
ments over the next year will
strongly challenge” the ECB’s
argument that austerity
boosts growth, says Ken Wat-
tret, economist at BNP
Paribas.

In Washington, the Obama
administration is pushing
fresh tax cuts amid flagging
growth.

The Organization for Eco-
nomic Cooperation and Devel-
opment appeared to endorse
that course, warning that fis-
cal-austerity efforts may need
to be put off if the global
economy weakens.

Deutsche Bank plans to raise
up to $11.4 billion in stock sale

Deutsche Bank AG is plan-
ning to raise as much as €9
billion ($11.4 billion) to boost
its stake in another German
bank and possibly shore up its
own capital, according to peo-
ple familiar with the matter.

The German banking giant
plans to launch the massive
share sale as early as Monday,
the people said. The primary
goal for the fundraising will
be to give Deutsche Bank cash
to make a tender offer for ad-
ditional shares in Deutsche
Postbank AG, Germany’s larg-
est retail bank by customers,
the people said.

There’s no guarantee the
planned deal won’t still fall

apart. Deutsche Bank agreed
to take a nearly 30% stake in
Deutsche Postbank near the
height of the financial crisis
in late 2008. It has the option
to take a majority stake by
February 2012.

In addition to the Postbank
purchase, the anticipated
stock sale also appears aimed
at bolstering Deutsche Bank’s
capital ratios. Deutsche Post-
bank has a market capitaliza-
tion of just €5.7 billion, so
buying the rest will cost much
less than €9 billion, even if
Deutsche Bank is forced to
put more capital into the
lender.

The Basel Committee on
Banking Supervision, is poised
this weekend to approve a
major overhaul of capital re-

quirements. The changes will
force many banks to thicken
their capital cushions—al-
though they likely will have
eight to 10 years to comply.

As of June 30, Deutsche
Bank reported that its so-
called core Tier 1 ratio was
7.5%. The Basel Committee is
expected to impose a roughly
7% floor for that ratio, up
from about 2% currently. In
that case, Deutsche Bank’s
capital buffer wouldn’t be
much above the new mini-
mum requirement.

As expected from a deal
that would add to their sup-
ply, the bank’s American De-
positary Receipts on the New
York Stock Exchange fell 3.3%
on the news, which was ear-
lier reported by Bloomberg.

BY DANA CIMILLUCA
AND DAVID ENRICH

� ECB continues to push the
case for austerity ...................... 4

� Debt sales succeed in Ireland
and Hungary ................................. 4
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U.S. high tech
is back to earth

Dot-com bulls likely never imag-
ined that technology stocks might
one day look so pedestrian.

Bernstein Research analyst Toni
Sacconaghi points out in a recent re-
search note that the ratio of price to
forward earnings for the technology
universe is now in line with the S&P
500. The last time tech stocks hit
parity was 1991. Since 1977, they
have enjoyed a 30% premium. Strip-
ping out net cash, which yields next
to nothing, tech’s valuation looks
even more beguiling.

Before investors rush in, how-
ever, they should consider reasons
why tech is cheap. First, the sector
may be a victim of its own success.
Its collective market capitalization,
as a percentage of the S&P 500, is
18%, versus 6% in 1989, says S&P’s
Howard Silverblatt. True, the level
peaked at 34% in 2000, but that was
due to dot-com era valuations.

It is natural for a much larger
sector to have a slower growth out-
look. Like other sectors, tech saw
earnings rebound sharply in the first
half. But its growth is expected to
decelerate faster. Thomson Reuters
estimates from the fourth quarter
through the second quarter of 2011,
tech earnings will grow 11%, 12% and
7%, respectively, slower than the
S&P 500’s 32%, 12% and 10%.

Another problem may be earn-
ings quality. Ten of the top 20 tech
companies report earnings that ex-
clude either stock compensation or
amortization expense, or both. Ac-
cording to Mr. Sacconaghi, including
these expenses would reduce collec-
tive earnings by 11%. For the S&P
500’s top 20 nontech companies,
consensus earnings are only inflated
1% by such accounting gimmicks.

One option for those struggling
with lower growth and lowly valua-
tions: To use their cash piles to
boost dividends and attract new in-
come-oriented investors.

The top 10 have net cash of
nearly $150 billion among them.
Given that they have lost a com-
bined $125 billion of market capital-
ization year-to-date, returning cash
might offer a shot in the arm.

—Rolfe Winkler

Auto makers are facing twists in China
Britain’s 19th-century textile mer-

chants dreamed of untold riches if
they could only lengthen every shirt-
tail in China. They hardly expected a
third of the world’s textile and ap-
parel exports to one day originate
from China. There is a lesson here
for the likes of General Motors.

With drivers elsewhere in the
world subdued, China is the global
auto industry’s great hope. GM’s
sales pitch in its preliminary initial-
public-offering prospectus mentions
the country a full eight times.

Passenger-vehicle sales there
have risen almost 17-fold over the
past decade to a projected 10.9 mil-
lion this year, according to data from
J.D. Power & Associates.

Foreign companies have reaped
much of this growth. Brands such as
Volkswagen and Toyota sell well in
China, conveying quality and status
in a country where the domestic car
industry barely even existed just 15
years ago.

That situation is changing,
though, and fast. Chinese brands ac-
counted for 18% of the passenger-ve-
hicle market in 2000, according to

J.D. Power. The forecast for this year
is 32%. This matters less in a fast-ex-
panding market: GM’s share peaked
at 10.9% in 2005, but it is still ex-
pected to sell three times as many
cars this year.

Overall growth is expected to
moderate, though. Estimates from
J.D. Power and Goldman Sachs imply
average annual growth of roughly 7%
to 8% over the next decade—still
healthy, but a shadow of the past de-
cade’s 33% rate.

Moreover, Chinese manufactur-
ers’ market share should climb fur-
ther, as in other industries. In wind
turbines, for example, foreign com-
panies’ market share dropped to 13%
in 2009 from 80% in 2004, according
to Goldman. Over time, companies
like Chery Automobile will improve
their vehicles and their marketing,
helped by foreign partners seeking
access to China.

Say Chinese passenger vehicle
sales hit 19.2 million by 2017, as J.D.
Power projects, and Chinese brands
account for 45% of the market by
then. Under this scenario, foreign
brands’ average annual sales growth

would be cut from 30% over the past
decade to 5% over the next seven
years. Push the Chinese brands’
share up to half, and foreign compa-
nies’ sales growth slows to less than
4% a year.

This trend is exacerbated by for-
eign companies being allowed to
own only as much as 50% of their
Chinese operations, says Jack
Perkowski, head of advisory firm JFP

Holdings. He says this makes them
dependent for expansion on domes-
tic partners, which in turn are devel-
oping their own rival brands.

History suggests that China’s do-
mestic manufacturers will some day
have less need for foreign partners.
In post-war Japan, Nissan Motor be-
gan making British Austin A40s in
May 1953, seeking foreign expertise.
Yet by 1965, the “era of technological
tie-ups” had ended, according to the
Japan Automobile Manufacturers As-
sociation.

Japan’s car companies went on to
successfully penetrate foreign mar-
kets such as the U.S. Like them, as
well as the GMs of the world, China’s
large auto manufacturers have global
ambitions. Changan Auto, for exam-
ple, has three overseas research cen-
ters already, with the latest one in
the U.K.

In the future, fighting for a share
of the Chinese market may become
less about growth for foreign auto
makers, and more a defensive move
in a globalized industry with a set of
big new competitors on the scene.

—Liam Denning

AXA holds few options to Asian plan
Six years later, AXA’s Asian strat-

egy is back at square one. The
French insurance giant’s campaign to
gain full control of its Asian opera-
tions has been thwarted by Austra-
lian regulators. National Australia
Bank’s offer to buy 100% of AXA
Asia Pacific Holdings and sell back
the Asian subsidiaries to AXA has
been blocked on competition
grounds. That blows a hole in a key
part of Chief Executive Henri de Cas-
tries’ growth strategy—and alterna-
tive solutions look thin.

AXA APH accounts for just under
half of AXA’s Asian insurance reve-
nue. But AXA’s limited control of op-
erations in eight key growth mar-
kets—including China and India,
where ownership is split three ways
with local partners—has log been a
brake on its ambitions. AXA APH has
first refusal on Asian acquisitions,

and relations between the two
groups are strained.

NAB is unlikely to appeal the reg-

ulatory decision or sell assets to
meet regulatory concerns. That
leaves AXA with limited options: It
could revert to Plan A with a full
buyout of AXA APH, but matching
NAB’s offer would mean a $5.6 billion
bill for the minorities. Shareholders
might balk at AXA buying businesses
it had chosen to divest; a deal would
also be highly dilutive, given AXA
APH would be valued at 1.4 times
embedded value and AXA’s shares
trade just below embedded value.

A better bet may be to try to lure
back Australian asset manager AMP,
whose lower bid was rejected by AXA
APH’s board. But AMP’s pockets
aren’t as deep as NAB’s. AXA may
have to raise its offer for the Asian
assets. The alternative is to accept
the status quo—and take its long
quest for emerging-market growth
elsewhere. —Hester Plumridge

In the fast lane
Annual passenger-vehicle sales
in China

Sources: J.D. Power & Associates, WSJ analysis

Note: Assumes linear increase in domestic brands'
market share to 45% in 2017, from WSJ analysis.
Overall market size from J.D. Power forecasts.
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That scary period in the fall of
2008 when the world appeared to
be ending has no formal name in
the U.S., referred to variously as
the Credit Crunch, Credit Crisis or
the start of the Great Recession.
But go abroad, and you might get
more confused. In Australia, people
refer casually to the “GFC,” which
for the uninitiated, spells out Glo-
bal Financial Crisis. It is the same
phrase in China, although said in
full: “Quanqiu Jinrong Weiji.”

The Japanese appear to pin the
blame more squarely on the U.S.,
calling it the “Riman Shokku,” or
Lehman shock. While India, without
a set phrase, regularly has people
referring to the “recession”—ironic
given that the economy slowed
only to the still brisk growth rate
of 5.7% in 2009, during the depths
of the downturn.

OVERHEARD

Henri de Castries, AXA chief executive
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Is it time for the Fed to go negative?

Ben Bernanke, chairman of the
Federal Reserve Bank, has a lot
more tools for supporting U.S.
economic activity through
expansionary monetary policy
than he discussed in his Jackson
Hole speech, which alluded only to
more quantitative easing and
credit easing—increasing the size
and changing the liquidity
composition of the Fed’s balance
sheet.

Perhaps out of fear of
resurrecting the moniker
“Helicopter Ben,” Mr. Bernanke
didn’t refer to the combined
fiscal-monetary stimulus that
(almost) always works: a fiat
money-financed increase in public
spending or tax cut. Treasury
Secretary Tim Geithner can
always send a sufficiently large
check to each U.S. resident to
ensure that household spending
rises. By borrowing the funds
from the Fed, there is no addition
to the interest-bearing,
redeemable debt of the state. As
long as households are confident
that these transfers will not be
reversed later, “helicopter money
drops” will, if pushed far enough,
always boost consumption.

However, stronger consumer
expenditure, while appropriate
from a cyclical perspective—any
additional demand is welcome—is
not what the U.S. needs for long-
term sustainability and structural
adjustment: to raise the national
saving rate, boost fixed
investment in plant, equipment
and infrastructure, achieve a trade
surplus, and shift resources from
the nontradable to the tradable
sectors.

By way of illustration, an eight
percentage point reduction in
public and private consumption as
a share of gross domestic product
could be compensated for by an
increase in the trade surplus of 5%
of GDP and in nonhousing U.S.
fixed capital formation of 3% of
GDP. To achieve this, a much
weaker real exchange rate and

lower real interest rates are
necessary. To pursue these
objectives speedily, a federal-
funds target rate of around minus
3% or minus 4% may well be
required right now, in our view.
This brings monetary policy up
against the zero lower bound (zlb)
on nominal interest rates.

The zlb results from the
existence of currency (dollar bills
and coins) with a zero nominal
interest rate. Even allowing for
“carry costs” of currency (storage,
safekeeping, insurance etc.), this
makes it impossible for competing
assets like government bills, to
offer interest rates much below
zero. Stimulating demand in the
U.S. economy, while rebalancing
the composition of demand and
production in the desired
directions, requires a much lower
federal-funds target rate than is
feasible with the zlb in place.

To restore monetary policy
effectiveness in a low interest rate
environment when confronted
with deflationary or
contractionary shocks, it is
necessary to get rid of the zlb
completely. This can be done in
three ways: abolishing currency,
taxing currency and ending the
fixed exchange rate between
currency and bank reserves with
the Fed. All three are unorthodox.
The third is unorthodox and
innovative. All three are
conceptually simple. The first and
third are administratively easy to
implement.

The first method does away

with currency completely. This
has the additional benefit of
inconveniencing the main users of
currency—operators in the gray,
black and outright criminal
economies. Adequate substitutes
for the legitimate uses of
currency, on which positive or
negative interest could be paid,
are available.

The second approach, proposed
by Gesell, is to tax currency by
making it subject to an expiration
date. Currency would have to be
“stamped” periodically by the Fed
to keep it current. When done so,
interest (positive or negative) is
received or paid.

The third method ends the
fixed exchange rate (set at one)
between dollar deposits with the
Fed (reserves) and dollar bills.
There could be a currency reform
first. All existing dollar bills and
coin would be converted by a
certain date and at a fixed
exchange rate into a new currency
called, say, the rallod. Reserves at
the Fed would continue to be
denominated in dollars. As long as
the federal-funds target rate is
positive or zero, the Fed would
maintain the fixed exchange rate
between the dollar and the rallod.

When the Fed wants to set the
federal-funds target rate at minus
5%, say, it would set the forward
exchange rate between the dollar
and the rallod, the number of
dollars that have to be paid today
to receive one rallod tomorrow, at
5% below the spot exchange
rate—the number of dollars paid

today for one rallod delivered
today. That way, the rate of
return, expressed in a common
unit, on dollar reserves is the
same as on rallod currency.

For the dollar interest rate to
remain the relevant one, the
dollar has to remain the unit of
account for setting prices and
wages. This can be encouraged by
the government continuing to
denominate all of its contracts in
dollars, including the invoicing
and payment of taxes and
benefits. Imposing the legal
restriction that checkable deposits
and other private means of
payment cannot be denominated
in rallod would help.

In the other major industrial
countries too (the euro area,
Japan and the U.K.), monetary
policy is constrained by the zlb.
Conventional fiscal expansion with
government debt-financed deficit
increases would be ineffective or
infeasible because of fiscal
unsustainability.

Like the Fed, the ECB, the Bank
of Japan and the Bank of England
therefore should lobby for the
legislation necessary to eliminate
the zlb. The euro area and Japan,
which don’t suffer from deficient
saving rates or undesirable
current-account deficits, could in
addition stimulate consumption
through helicopter drops of
money—base money-financed
fiscal stimuli.

All three methods for
eliminating the zlb, although
administratively feasible and
conceptually simple, are
innovative and unorthodox.
Central banks are conservative.
The mere fact that something has
not been done before often is
sufficient grounds for not doing it
now. The cost of rejecting
institutional innovation to remove
the zlb could, however, be high: a
material risk of continued
deficient aggregate demand,
persistent deflation and, in the
U.S. and the U.K., unnecessary
conflict between short-term
stabilization and long-term
sustainability and rebalancing.

—Willem Buiter
is chief economist for Citi.

Ben Bernanke has more options to supporting the economy than he admits.

U
PI

Most read in Europe

1. Obama Launches Fall Fight
2. Oracle to Pay Hurd $950,000
3. The European Debt Crisis Flares
Up in Ireland
4. Pastor Plans Quran Burning
5. Why God Did Not Create the
Universe

The Source
blogs.wsj.com/source

‘Goldman is a bad,
bad boy. If you think
the firm is the only
to be blamed in this
game, think again.’
Patricia Kowsmann on communication
between Goldman Sachs, FSA and SEC

Continuing coverage

See analysis, news and
scores from the U.S. Open
at wsj.com/sports

Question of the day

Vote and discuss: What
do you think of Goldman
Sachs’ U.K. fine?
Vote at wsj.com/polls and for more
business news visit wsj.com/business

Previous results

Q: Was Mark Hurd a good
hire for Oracle?

71%

29%

No

Yes

Inside

Aerial combat as ANA
plans Japan-China
budget airline. 27

Why British horse
racing is facing a
financial crisis. 28

n SEC investigators are
struggling to establish a con-
nection between the two men
charged last month with in-
sider trading ahead of BHP’s
bid for Potash, prompting a
widening search to determine
whether other individuals
may have been involved. 17

n Apple relaxed restrictions
on developers of applications
for its iPhones and iPads,
opening up its App Store to
products written with
Adobe’s Flash or using
Google’s ad technology. 19

n France’s Sarkozy faced
fresh criticism of his recent
law-and-order drive, as well
as a police search of his rul-
ing party’s headquarters. 6

n A suicide bomber struck
outside a market in Russia’s
North Caucasus region, kill-
ing at least 16 people. 10

n Vodafone said it will place
all of the minority stakes it
holds in other mobile opera-
tors into a single unit to be
managed separately. 19

[ Agenda ]

BY WILLEM BUITER

ONLINE TODAY

What’s
News

europe.WSJ.com
FREE daily access for every reader
First time users please register at:

wsj.com/accesstoday
Once registered, redeem future

daily codes at:
wsj.com/accessrenew

Today’s code is: EUROPE-DJG-898

THE WALL STREET JOURNAL EUROPE
(ISSN 0921-99)

Commodity Quay, East Smithfield,
London, E1W 1AZ

SUBSCRIPTIONS, inquiries and address changes to:
Telephone: +44 (0) 20 3426 1234. Calling time from
8 a.m. to 5 p.m. GMT. E-mail: subs.wsje@dowjones.com.
Website: www.services.wsje.com
ADVERTISING SALES worldwide through Dow Jones
International. Frankfurt: 49 69 29725 390;
London: 44 203 426 1111; Paris: 331 40 17 17 01.
Printed in Belgium by Concentra Media N.V. Printed in
Germany by Dogan Media Group / Hürriyet A.S. Branch
Germany. Printed in Switzerland by Zehnder Print AG Wil.
Printed in the United Kingdom by Newsfax International
Ltd., London. Printed in Italy by Telestampa Centro Italia
s.r.l. Printed in Spain by Bermont S.A. Printed in Ireland
by Midland Web Printing Ltd. Printed in Israel by The
Jerusalem Post Group. Printed in Turkey by GLOBUS
Dünya BasInevi.
Registered as a newspaper at the Post Office.
Trademarks appearing herein are used under license from
Dow Jones & Co. ©2010 Dow Jones & Company. All
rights reserved. Editeur responsable: Patience Wheatcroft
M-17936-2003.
Registered address: Boulevard Brand Whitlock, 87, 1200
Brussels, Belgium

Friday - Sunday, September 10 - 12, 2010 THE WALL STREET JOURNAL. 31

i i i

Autos

n Auto makers in China shipped
18.7% more vehicles in August
than a year earlier, due to a mod-
erate pickup in growth after
months of slowing, suggesting
that producers are trying to trim
dealer inventories.

n Ford’s top manufacturing execu-
tive said the auto maker still sees
an improving global economy de-
spite uneven performance in sev-
eral regions around the world.

n BMW’s sales rose 13% in August
from last year to 103,239 cars,
fueled by soaring demand in
China, and exceeded the monthly
sales from the pre-crisis years
2008 and 2007, the world’s best-
selling luxury car maker said.

n Hyundai Motor on unveiled the
BlueOn, the first-ever pure elec-
tric vehicle for the South Korean
market, which the government
hopes will include one million
electric cars by 2020.

i i i

Aviation

n All Nippon Airways, taking ad-
vantage of the growing travel
boom between China and Japan
and the financial woes of its arch-
rival, said it is set to launch a
low-cost carrier by the second
half of next year with a big stake
from a Hong Kong-based private
equity fund.

n Lufthansa said it has postponed
a scheduled Sept. 30 startup of a
Munich-to-Baghdad route, citing a
lack of customer interest.

i i i

Banking

n Deutsche Bank is planning to
raise as much as €9 billion ($11.4
billion) to boost its stake in an-
other German bank and possibly
shore up its own capital, accord-
ing to people familiar with the
matter.

n WestLB’s supervisory board will
decide Sept. 20 whether to post-
pone the sale of the German
bank’s real-estate finance unit,
WestImmo, or to pursue a deal by
year-end with one of two remain-
ing bidders, two people familiar
with the matter said.

i i i

Chemicals

n Airgas shareholders have been
recommended by an influential
proxy advisory firm to vote for a
slate of three board of director
candidates put forth by Air Prod-
ucts and Chemicals as part of its
$5.5 billion hostile bid for Airgas.

i i i

Conglomerates

n 3M will pay $810 million to buy
Arizant, which specializes in prod-
ucts to prevent hypothermia dur-
ing surgery, from private-equity
firm Court Square Capital as the
industrial conglomerate continues
its recent string of acquisitions.

i i i

Defense

n Defense giant BAE Systems an-
nounced plans to cut 740 jobs in
the U.K., largely due to govern-
ment spending cuts—a move that
drew immediate condemnation
from labor unions.

i i i

Energy

n BP, which billed its investiga-
tion into the Deepwater Horizon
disaster as an independent ac-
count of the accident, said its law-
yers were allowed to “review” the
report before it was published.

n Korea National Oil said it won’t
raise its £1.9 billion ($2.9 billion)
bid for Dana Petroleum, a day af-
ter Dana said offer undervalued
the company.

n Total bought 20% of Santos’s
proposed coal-seam natural gas
joint venture for about $799 mil-
lion, giving the French oil giant
skin in a second Australian project
and its first major investment in
unconventional gas.

i i i

Financial Services

n J.P. Morgan Chase has hired
Bank of America’s Deputy General
Counsel Greg Baer to deal with a
sweeping new set of financial reg-
ulatory reforms, according to peo-
ple familiar with the matter.

n Australia’s competition regula-
tor rejected National Australia
Bank’s amended proposal for a
13.3 billion Australian dollar
($12.2 billion) bid for wealth man-
agement company and rival AXA
Asia Pacific, dealing a heavy blow
to the bank’s plans to become the
country’s largest wealth manager.

n Securities regulators defended
their proposed $75 million settle-
ment with Citigroup, saying it
“achieves a fair balance” between
the interests of current sharehold-
ers and those harmed by the
bank’s alleged failure to disclose
its subprime-mortgage exposure.

n Reinsurance companies will
probably take the bulk of losses
for claims from the New Zealand
earthquake that aren’t covered by
a government sponsored insur-
ance scheme, Moody’s said.

i i i

Food

n McDonald’s same-store sales
rose 4.9% in August from a year
ago as U.S. sales continued to get
a boost from its higher-margin
smoothies and frappes.

n 3G Capital Management plans
to appoint former railroad execu-
tive Bernardo Hees as Burger
King’s chief executive once its
$3.3 billion leveraged buyout of
the hamburger chain is completed.

n Barry Callebaut said it had
signed a supply contract with
Kraft Foods that will more than
double the Swiss chocolate
maker’s existing business with the
global leader in the market.

i i i

Markets

n GIC, Singapore’s sovereign
wealth fund, plans to list some of
its logistics assets Oct. 15 via an
initial public offering that could
raise as much as $3 billion, a per-
son familiar with the deal said,
making it the heavyweight in what
is set to be a banner year for IPOs
on the city-state’s exchange.

i i i

Pharmaceuticals

n Allergan has filed a patent law-
suit in federal court against Apo-
tex in an attempt to stop Apotex
from selling a generic version of
the eyelash-enhancing drug
Latisse before patent protection
for the drug expires.

n Eli Lilly intends to keep diversi-
fying its product mix and expand
further into animal health and
emerging markets to offset loom-
ing sales declines from key drugs
losing patent protection.

i i i

Retail

n William Morrison said its first-
half net profit fell 8% to £286 mil-
lion ($442 million) and the U.K.’s
No. 4 supermarket group cau-
tioned that the overall U.K. retail
market remains challenging.

n Lion Capital, a London-based
investment firm specializing in
the consumer sector, said it’s con-
sidering options for exiting the
Dutch retail chain Hema.

n Best Buy plans to sell Amazon’s
Kindle e-reader in its stores this
fall, expanding its selection as
fierce competition roils a market
that includes bookstore chains
and other retailers.

n Home Retail cut its full-year
profit guidance after posting a 5%
drop in second-quarter sales for
its U.K. chain Argos as lower-in-
come shoppers pared spending in
a tough economic environment.

i i i

Technology

n Apple said it relaxed restric-
tions on developers of applica-
tions for its iPhones and iPads,
potentially opening up its popular
App Store to products made using
Adobe’s Flash program.

n Hewlett-Packard said that the
U.S. Department of Justice and
the SEC probe of possible bribes
the company paid in Russia goes
wider than previously reported.

n NetApp and Oracle have agreed
to dismiss patent lawsuits against
each other, putting to bed a battle
that had been ongoing since 2007.

n Philips transferred a €350 mil-
lion ($445 million) stake in a for-
mer subsidiary to one of its pen-
sion funds, the latest in a series of
cash-strapped companies to hand
over assets to its pensioners.

n India’s Tata Consultancy ex-
pects the recent U.S. visa fee hike
to have a 30 basis points impact
on its operating margins annually,
but the software exporter plans to
absorb all the costs.

n Shanda Interactive said its sec-
ond-quarter net profit fell 60% to
169 million yuan ($25 million)
from a year earlier due to higher
expenses and a slight decline in
revenue at the Chinese online me-
dia company’s games unit.

i i i

Telecommunications

n Vodafone announced a major
restructuring of its divisions, plac-
ing all the minority stakes the mo-
bile giant holds in other mobile
operators into a single unit.

i i i

Transportation

n The U.K.’s only high-speed rail
link, High Speed 1, has attracted
at least four bid consortia who
have gone through to the second
round in the auction.

BUSINESS WATCH

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

Union members holds union flags during a meeting called to protest against labour reforms at Vistalegre’s bullring in Madrid. Spanish lawmakers gave their final
approval to a long-awaited overhaul of labor laws expected to help cut unemployment and spur economic growth. The reforms aim to encourage hiring by reducing
Spain’s high cost of dismissal and giving companies more flexibility to reduce working hours and staff levels in economic downturns. The banner reads “strike.”

Agence France-Presse/Getty Images

In Madrid, unions vent anger at new labor laws
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Seychellois fume over sheikh’s home
U.A.E. leader’s mountaintop mansion contaminates island paradise, and fuels ruling party’s political opponents

LA MISERE, Seychelles—The
president of the oil-rich United Arab
Emirates has sent millions of mili-
tary and financial aid to this tiny
East African archipelago, a longtime
get-away for the rich and famous.

But it’s the construction of his
private residence here—a seven-
story mountaintop palace with a
360-degree view of the surrounding
Indian Ocean—that’s getting all the
attention these days. More than
8,000 residents, claiming their wa-
ter source was tainted by sewage
and diesel runoff from the construc-
tion site, are demanding more than
$10 million in compensation from
Sheikh Khalifa bin Zayed al-Nayan
and the Dubai-based construction
company he hired to build the pal-
ace.

Local environmental and health
officials call the contamination the
nation’s worst environmental disas-
ter ever. Public anger has spread
ever since, with activists and land-
owners claiming negligence by local
officials. They accuse the govern-
ment of letting the sheikh circum-
vent land-ownership laws and fail-
ing to enforce environmental and
safety regulations during the con-
struction, which has involved an es-
timated 2,000 foreign workers.

“Our paradise is lost, and our
lives have been turned upside
down,” says Eddie Westergreen, a
landowner and neighbor of Sheikh
Khalifa. Mr. Westergreen’s modest,
low-slung bungalow—surrounded by
flowers he grows commercially—is
dwarfed by the partly-built palace
that, when finished, will be the na-
tion’s highest-standing edifice.
“Both our own government and
Sheikh Khalifa are responsible for
destroying it,” he says.

The controversy has ignited a
scandal in a political landscape typi-
cally as serene as the islands’ jun-
gle-covered landscape. Angry resi-
dents have taken to the street
leading to the site a handful of
times, blocking construction vehi-
cles’ access.

Fueled by the outrage, opposi-
tion politicians think they may be
able to unseat the ruling party that
has reigned here since independence
in 1976. President James Michel has
painted himself as a close friend of
Sheikh Khalifa, and opposition lead-
ers accuse his government of taking
short cuts with the project because
of the U.A.E.’s financial largess to
the government. Some opposition
politicians are promising to over-
turn the La Misere sale if elected.

A U.A.E. official calls the con-
tamination “unfortunate,” and says
Sheikh Khalifa’s private office in
Abu Dhabi is working to solve the
problem. The official blames the
Dubai-based construction company.

Mr. Michel, the president, has
also deflected blame from Sheikh
Khalifa and onto the construction

company, Associated Contracting &
Consulting Ltd., or Ascon. Ascon is
partly owned by Abdulaziz al-
Ghurair, a businessman appointed
by Sheikh Khalifa to run the U.A.E.’s
parliamentary body. Ascon denies
any wrongdoing. Company officials
say the firm has become a scape-
goat in a domestic political battle.
Telephone requests for comment
from Mr. Ghurair weren’t returned.

“Determination of the real
causes and extent of such pollution
and the allocation of responsibility
are questions of fact which fall
within the jurisdiction of the courts
of law,” said Ali Jahubar, an Ascon
director, in a written response to
questions sent by The Wall Street

Journal. “These issues have been
subject to political debate and not
to due legal process.” Mr. Jahubar
said last week the company was
fired from the project. President
Michel, meanwhile, has ordered con-
struction halted. On a recent visit to
the site, however, work was still un-
der way.

In addition to his federal posi-
tion atop the U.A.E. government,
Sheikh Khalifa is the hereditary
ruler of Abu Dhabi, the country’s
capital and the richest of its seven
semi-autonomous emirates.

Seychellois government records
show that since 1995, Sheikh Khalifa
has spent $2 million snapping up
more than 26 hectaresof land on the

Seychelles’ main island of Mahe,
where the palace is being built. Dur-
ing the same period, the Seychelles’
government has received large aid
packages from the U.A. E.

In the past five years, the U.A.E.
has pledged more than $130 million
in social-service and military aid, in-
cluding several patrol boats to boost
the Seychelles’ antipiracy efforts. In
2008, the U.A.E. came to the debt-
laden government’s rescue with a
$30 million injection. U.A.E. officials
say the aid is in keeping with its
commitment to assist the develop-
ing world.

Sheikh Khalifa paid $500,000 for
the 11.9-hectare site of his palace in
2005, according to the sales docu-
ment.

Bernard George, a lawyer who
negotiated one of Sheikh Khalifa’s
first land deals in the country, is an
opposition member of parliament
and one of the palace’s harshest
critics. He accuses the government
of ignoring laws that required a
public tender for the 2005 transac-

tion.”The sale was stitched up from
the start,” says Mr. George, who also
represents the La Misere residents
fighting for compensation from
Sheikh Khalifa and Ascon.

A Seychelles planning authority
initially rejected the palace’s build-
ing plans. But last year, Mr. Michel’s
cabinet overturned the decision.

Construction of the palace
started last September. A month
later, the national utility company
warned that the site’s plans posed
threats to the water supply, accord-
ing to Joel Valmont, the deputy
chief executive of the company.

Joel Morgan, the Seychelles’
minister of environment and an aide
to Mr. Michel, said the government
didn’t tender the land because it
wanted it to go to Sheikh Khalifa.
He says “the letter of the law”
might not have been followed in the
land sale.

“The government made the offer
to Sheikh Khalifa…in the context of
building up our diplomatic relations
with the U.A.E., which is something
that we value very highly,” Mr. Mor-
gan said in a recent interview. He
declined to comment on the cabi-
net’s decision to override the plan-
ning-authority veto of the plans.

Mr. Westergreen said that in Oc-
tober his household well was fouled
with diesel runoff coming from the
project. Government agencies or-
dered Ascon to clean it up.

Feb. 13, the sewage system set up
by Ascon for workers building the
palace overflowed, sending rivers of
waste through the region, home to
some 8,100 residents. Mr. Morgan,
the environmental minister, says lo-
cal-government agencies and offi-
cials from Sheikh Khalifa’s office re-
sponded quickly to the problem,
sending in technical experts and en-
gineers. Amid the local uproar, offi-
cials concluded that Ascon ignored
health and building codes for their
workers. Mr. Morgan says the gov-
ernment fined the company $81,000.

Ascon denies it violated any
rules. “Unpredicted weather condi-
tions” outside the company’s con-
trol, including heavy rain, caused
the sewage and diesel leakage, said
Ascon’s Mr. Jahubar, in his state-
ment.

This spring, Sheikh Khalifa’s
presidential office offered to pay
$15 million to replace the water-pip-
ing system for the mountainside.
Recently, negotiations between the
residents, the company and the
U.A.E. have bogged down over terms
of a settlement, according to mem-
bers of the residents committee.
Government officials and residents
say Ascon has offered to pay
roughly $8,000 to each of the 360
households that the government
says have been affected by the pol-
lution.

Residents, as well as Mr. Michel,
have rejected that offer. Ascon de-
clined to comment on the negotia-
tions.

BY MARGARET COKER

Sheikh Khalifa’s partly built Seychelles
palace, above, has ignited a scandal in
the jungle-covered Indian Ocean
nation, which has received large
amounts of foreign aid from the oil-
rich United Arab Emirates, ruled by
the sheikh..
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Terror threats are harder to detect, new study says
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Palace intrigue
Seychelles locals are protesting
a massive construction project
being carried out by the leader of
the United Arab Emirates.
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ist training, the report found. Mean-
while at least 43 American citizens
or legal residents aligned with mili-
tant groups were charged or con-
victed in 2009 of terrorism crimes
in the U.S. and elsewhere.

Al Qaeda and its allies have es-

Continued from first page tablished “an embryonic terrorist
recruitment, radicalization and op-
erational infrastructure in the
United States,” the report concludes.

The report also placed odds on
more and less likely targets and
means of attack. More likely targets
include commercial aviation, West-

ern brand names like American ho-
tel chains, Jewish targets and Amer-
ican soldiers fighting in Muslim
countries. Potential tactics include
suicide operations, gunman attacks
in the model of the 2008 assault on
Mumbai, India, and assassinations
of key leaders.

The group hopes its findings will
encourage the U.S. government to
focus more of its limited resources
on the most likely attack scenarios.

As public attention in recent
years has turned to the global eco-
nomic crisis, the report finds, at-
tempted terror attacks have

climbed.
“The polls say Americans are

turning their attention away from
the terrorist threat,” Mr. Hamilton
said. “This report says they better
not because there’s been a pickup in
the pace of plots and efforts to get
at us.”
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Europe

n U.S. Marines boarded and
seized control of a German-owned
commercial vessel that had been
commandeered by pirates, in what
appeared to be the first American-
led military boarding of its kind
amid a recent surge of attacks
along the east coast of Africa.

n The ECB said improved money-
market conditions in the euro
zone over the summer haven’t
made up for the disruption caused
by the financial crisis and may
prove short-lived.

n OPEC kept its 2010 oil-demand
growth forecast unchanged, at one
million barrels a day, warning of
weakening demand amid signs of
an economic slowdown.

n The OECD said central banks
may have to provide additional
stimulus, and governments may
have to delay their plans to cut
budget deficits to counter a slow-
down in the global economy.

n The U.K.’s goods trade deficit
rose sharply to £8.7 billion ($13.5
billion), its widest on record as
demand for chemicals and oil
lifted imports while exports rose
only marginally, data showed.

n The Bank of England kept its
key interest rate and the size of
its bond buying program un-
changed as expected, as officials
wait to see how severe the slow-
down in the U.K. economy will be
in the latter half of this year.

n British journalist Asad Qureshi,
held captive by militants in north-
western Pakistan since March, has
been released.

n British legislators authorized a
sweeping inquiry into illicit
snooping on politicians and celeb-
rities by tabloids, as one law-
maker called for media tycoon Ru-
pert Murdoch to testify over
allegations one of his newspapers
illegally hacked into cell phones.

n In Germany, the head of the
central bank said Thilo Sarrazin
has agreed to quit the bank’s
board following the uproar over
his disparaging remarks about
Muslims and Jews.

n Greek Prime Minister George
Papandreou is expected to make a
major annual policy announce-
ment on Saturday that could offer
some concessions to groups hit
hard by austerity.

n Switzerland’s chief government
economist said a further apprecia-
tion of the Swiss franc would pose
a risk to the country’s robust
economy, but economic growth is
still on track to top forecasts.

n In Russia’s North Caucasus, a
suicide car bomber hit the central
market of a major city, killing at
least 16 and wounding more than
130 people in one of the worst
terror attacks in the volatile re-
gion in years, officials said.

n Ireland and Hungary both com-
pleted well-received debt auctions
following key announcements by
the Irish government about trou-
bled Anglo Irish Bank and by the
Hungarian government on its 2011
budget target.

n France’s President Sarkozy and
his ruling party faced more prob-
lems as the European Parliament

demanded France immediately
suspend the expulsion of Roma
migrants and news emerged that
police had visited UMP party
headquarters in their investiga-
tion into political donations in-
volving Europe’s richest woman.

n FIFA president Sepp Blatter
wants the governing body to con-
sider scrapping extra-time at the
2014 World Cup to encourage at-
tacking ambition after seeing too
many defensive tactics in 2010.

i i i

U.S.

n The U.S. trade deficit con-
tracted 14% to $42.78 billion in
July, its biggest drop in 17 months
as exports of airplanes surged and
U.S. demand for imports fell.
n The number of workers filing
new claims for jobless benefits fell
by 27,000 last week, a lot more
than economists expected.

n The terrorist threat the U.S.
faces after the 9/11 attacks is far
more difficult to detect but less
likely to produce mass-casualty
attacks, according to the former
heads of the 9/11 Commission.

n A U.S. appeals court tempo-
rarily stayed a judge’s ruling last
month that barred the federal
government from funding re-
search involving human embry-
onic stem cells.

n The U.S. Steelworkers union
formally requested a U.S. trade in-
vestigation into China’s policies to
support its burgeoning green-
technology sector, in a case that
could end up before the WTO.

n The U.S. health-care overhaul
enacted last spring won’t signifi-
cantly change national health
spending over the next decade
compared with projections before

the law was passed, according to
government figures.

n A flash fire occurred aboard a
Mariner Energy oil and gas plat-
form in the U.S. Gulf of Mexico,
U.S. regulators said. The fire was
immediately extinguished.

n The Food and Drug Administra-
tion said five electronic cigarette
companies are violating federal
laws by making unsubstantiated
claims about the product and poor
manufacturing practices.

n U.S. Secretary of State Hillary
Clinton praised the Obama admin-
istration’s foreign policy for open-
ing up new areas of global cooper-
ation and healing rifts between
the U.S. and its major allies.

n The pastor of a small Florida
church who has pledged to incin-
erate copies of the Quran on Sept.
11 said he would press ahead with
the plan, despite condemnation
from President Barack Obama.

i i i

Asia

n Japan’s finance minister kept
the threat of yen-selling interven-
tion alive, saying authorities “are
conducting various simulations”
to curb the currency’s strength.

n Japanese officials said the cap-
tain of a Chinese fishing boat that
collided with Japanese patrol ves-
sels near disputed islands could
stand trial in the latest territorial
spat between the neighbors. China
called the prospect “absurd.”

n In China, some local govern-
ments are rationing power to fac-
tories, homes and hospitals—and
even shutting down traffic
lights—in a scramble to fall into
line with Beijing’s unyielding en-
ergy-efficiency targets that also

underscores the challenges in
finding apt and lasting measures.

n In Afghanistan, a spokesman
says the top U.S. and NATO intelli-
gence officer in the country is on
his way to another job, without
adding what job Maj. Gen. Michael
Flynn would take.

n Iran said that one of the three
Americans jailed for more than a
year in the country will be re-
leased on Saturday to mark the
end of Ramadan.

n India’s cabinet approved the
first full census of the country’s
caste system since colonial rule
under the U.K., aiming to better
target development policies for
the most deprived groups.

n Indian food inflation rose again,
damping hopes of respite from
high prices despite normal mon-
soon rains and increasing chances
of more monetary tightening by
the central bank next week.

n India is planning to set up a
500 billion rupees ($10.8 billion)
fund to help finance the expansion
of power companies’ generation
capacities, the country’s power
secretary said.

n In central India, a bus crowded
with Hindu pilgrims veered off the
road and crashed into a river, kill-
ing at least 21 people.

n In Pakistan, a suspected U.S.
missile strike killed five alleged
militants in the north west, an in-
telligence official said, the fourth
such attack on suspected insur-
gent targets there in 24 hours.

n The Bank of Korea kept inter-
est rates steady at 2.25%, defying
expectations of a rate increase,
and signaled that a shaky global
outlook means any monetary

tightening in the coming months
will be modest.

n In the Philippines, some vic-
tims in a botched hostage rescue
of a tourist bus may have been hit
by police fire, an official said.

n Myanmar’s leader received a
warm welcome from top Chinese
officials in an effort to shore up
China’s support before Myanmar’s
first major election in 20 years.

i i i

Africa

n In Somalia, a suicide car
bomber and gunmen attacked the
front gate to Mogadishu’s seaside
airport, triggering an explosion
and gunbattle that killed at least
nine people, officials said.

n An Egyptian official says a fire
at a barrack for security forces in
eastern Cairo has killed 11 soldiers
and injured four others.

n The South African Reserve
Bank cut its key interest rate by
0.5 percentage points to 6%, citing
the “somewhat fragile” recovery
in the country’s economy and its
vulnerability to the “uncertain”
global environment.

i i i

Australia

n Australia’s job market keeps
growing, adding 30,900 jobs in
August, driving the unemployment
rate down to 5.1% and putting the
Reserve Bank of Australia on no-
tice that it may need to resume
hiking interest rates soon.

WORLD WATCH

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

Internally displaced Pakistani children receive 10 Pakistani rupees (12 cents) as part of Eid Al-Fitr packages at a camp in Sukkur on the west bank of the Indus
River in the country’s north. Eid marks the end of Ramadan, the Islamic month of fasting. Pakistan’s devastating floods have left 10 million people without shelter.

Agence France-Presse/Getty Images

In Pakistan, children receive small gifts as Ramadan ends
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ECB pushes belt-tightening
FRANKFURT—The European

Central Bank is pressing the case for
fiscal belt-tightening despite an un-
certain global recovery, arguing that
the benefits from higher private-
sector confidence outweigh any
drag on demand.

“Credible and ambitious consoli-
dation raises expectations of future
economic growth and induces eco-
nomic reactions,” the ECB wrote in
its September monthly bulletin. It is
the third time in four months that
the ECB has used its monthly bulle-
tin, which summarizes economic
conditions in the euro zone, to ad-
vocate for fiscal belt-tightening as a
means to achieve growth.

Yet the ECB finds itself increas-
ingly isolated with its position.

“This particular argument is one
that you don’t really find being ad-
vanced at the global level,” says
Julian Callow, economist at Barclays
Capital.

In Washington, the Obama ad-
ministration is pushing fresh tax
cuts for businesses and new infra-
structure spending to bolster a
weakening recovery and spur job
creation in the U.S. The Organiza-
tion for Economic Cooperation and
Development appeared to endorse
that course on Thursday, warning
that fiscal-austerity efforts may
need to be put off if the global econ-
omy weakens.

“The world economic recovery
may be slowing faster than previ-
ously anticipated,” the OECD said in
an update to its economic forecasts.
If the risks of a renewed downturn
intensify, “countries with more fis-
cal space could also delay plans for
fiscal consolidation,” the OECD said.

The Paris-based organization
now expects the world’s largest
economies to grow just 1.5%, at an
annualized rate, in the second half
of the year, down from its previous
forecast of 1.75%.

According to OECD estimates,
Europe has considerably more fiscal
maneuvering room than other big
economies. The combined deficits of
the euro zone’s 16 members will be
around 6.6% of gross domestic prod-
uct this year, compared with 10.7%
in the U.S. and 7.6% in Japan, the
OECD has said.

ECB officials reason that if con-
sumers and businesses think gov-
ernment finances will be kept under
control, they are more likely to com-
mit to new spending.

Those “expectation effects” may
be “particularly large” in the cur-
rent economic climate, the ECB said.
“Moreover, with sound fiscal posi-

tions, households and enterprises
can trust in the government’s ability
to smooth out economic fluctua-
tions,” the ECB said.

The austerity debate had shifted
in Europe’s favor until recently. Ger-
many, which announced deficit-cut-
ting plans even before its economy
showed convincing signs of
strengthening, will expand as much
as 3.4% this year, the Kiel-based In-
stitute for World Economic Studies,
known as IFW, said Thursday, a sig-
nificant upgrade from its 2.1%
growth forecast just three months
ago.

Critics of Europe’s approach
counter that the region still benefits
largely from growth and stimulus
measures elsewhere, and needs to
do more to stimulate its own do-
mestic demand to become more of a
contributor to the global economy.
If key trading partners including the
U.S. and China slow, as many econo-
mists expect, then Europe will be
left with few sources of growth in
late 2010 and 2011 when the damp-
ing effects of austerity kick in.

Germany’s rapid recovery—it
grew 9%, at an annualized rate, in
the second quarter—is already
showing signs of weakening. Ex-
ports, manufacturing orders, retail
sales and car registrations all fell in

July, suggesting a sluggish start to
the third quarter. Despite upgrading
its 2010 forecast for Germany to
above 3%, IFW still expects a signifi-
cant slowdown in 2011, to just 1.7%.

German Finance Minister Wolf-
gang Schäuble said on Thursday
that Berlin has no intention of
changing course on austerity.

“We’re on the right path and we
have no intention of leaving that
path,” he told a banking conference.

Fiscal consolidation is already
taking a toll in southern Europe and
Ireland, suggesting the confidence
that ECB officials have been touting
hasn’t kicked in yet.

On Wednesday, Greece’s statis-
tics agency released revised second-
quarter GDP figures that showed a
6.8% plunge in output, at an annual-

ized rate, in the second quarter,
steeper than the 5.8% drop first es-
timated.

Greece and others in Europe’s
periphery such as Ireland and Spain
started raising taxes and cutting
spending this year to trim deficits
that register in the double digits as
a share of their economies.

“I suspect that developments
over the next year will strongly
challenge” the ECB’s argument that
austerity boosts growth, says Ken
Wattret, economist at BNP Paribas.

In its report Thursday, the OECD
said if economic risks intensify cen-
tral banks should consider new
stimulus in the form of asset pur-
chases, known in some quarters as
quantitative easing, or keeping pol-
icy rates near zero.

BY BRIAN BLACKSTONE

A Volkswagen factory in Dresden,
Germany. The country’s economy has
continued to grow amid austerity
programs and plans to cut the deficit.
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Debt sales
succeed
in Ireland,
Hungary

Announcements by the Irish gov-
ernment about Anglo Irish Bank
Corp. and by the Hungarian govern-
ment on its 2011 budget target
Wednesday paved the way for well-
received government-debt auctions
in both countries Thursday, but ana-
lysts said whether the governments
follow through effectively on their
plans will be decisive.

Ireland sold just €400 million
($508.6 million) of Treasury bills, at
the bottom of its targeted range of
€400 million to €600 million, but it
paid lower yields than previously.
Hungary sold 40% more bonds than
planned, although at higher yields
than two weeks ago.

Debt markets reacted well to
both tenders, and the cost of credit-
default swaps, or CDS, fell after the
auctions.

The Hungarian forint firmed to
about 285 forint to the euro after
the auction from 287.50 forint be-
fore it. On Wednesday, prior to the
government’s pledge about the 2011
budget, it was at 289.50 forint to
the euro.

CDS function like insurance
against default by a borrower.

Ireland said Wednesday that it
will split Anglo Irish into a govern-
ment-backed bank with customer
deposits and an “asset-recovery
bank” that will hold loans, in a bid
to discourage depositors from flee-
ing the lender.

Hungarian Economy Minister Gy-
orgy Matolcsy vowed to push the
country’s 2011 budget deficit to be-
low 3% of gross domestic product
next year. Investors’ nerves have
been frayed by the Hungarian gov-
ernment’s break with the Interna-
tional Monetary Fund.

The cost of insuring €10 million
of Irish debt for five years fell to
€370,000 per year by Thursday af-
ternoon, from a record €400,000 on
Wednesday. The cost for Hungarian
debt came down to €366,000 from
€378,600, according to data pro-
vider Markit.

“While average yields came in
lower than expected, this was bal-
anced by news of the [European
Central Bank] being in the market
purchasing Irish, Greek and Portu-
guese paper,” Markit said.

Ireland’s T-bill sale was helped
by the small size of the offering as
well as restored confidence after
Dublin’s decision on Anglo Irish. The
February 2011-dated Treasury bills
were sold at an average yield of
1.925% compared with 1.978% two
weeks ago, while the April 2011-
dated bills were allocated at 2.19%.
compared with 2.348% previously.

“The [Irish] auction saw good
demand. Indeed, the very low offer
size was supportive,” said Giuseppe
Maraffino, a strategist at Barclays
Capital in London. “No concession
in the market was needed to attract
investors, with the average yields
lower than levels in the secondary
market.”

Hungary sold 70 billion forint
($310 million) in three bond series
maturing in 2014, 2016 and 2020.
The total was 40% above the 50 bil-
lion forints Hungary had set as a
target.

BY EMESE BARTHA
AND VERONIKA GULYAS

Source: Organization for Economic Cooperation and Development

Betting on austerity
Europe is reluctant to expand fiscal policy, though it has more room to
than others. OECD estimates for budget deficit as a percentage of GDP

U.S. Japan Euro zone Total OECD
2010

–10.7%

–8.9
–7.6

–8.3

–6.6
–5.7

–7.8
–6.7

2011

Maybe we need a third
opinion: New warnings over a
slowing recovery in the global
economy have featured clashing
advice from two voices investors
and governments listen to.

A slowdown, the Organization
for Economic Cooperation and
Development says, might require
additional stimulus and a delay in
plans to cut budget deficit “where
public finances permit” to avoid

accelerating the slowdown. What
is or isn’t permissible wasn’t
specified.

The European Central Bank
wasn’t at all equivocal when
insisting that its 16 countries do
the very opposite.

The ECB, in a monthly report
that carried more points of
interest than usual, predicted a
reckoning for “overly optimistic”
economic forecasts. What the ECB
didn’t say was that government’s
deliberately shot high to write
2011 budgets that complied with
reinforced rules to return budget
deficits to under 3% of GDP.

Whatever the motive, the ECB
insists that governments need to
redouble cutbacks if the economy
undershoots expectations, with
the rationale being that deficit
reduction is confidence enhancing,
while widening deficits are
confidence eroding and the recipe
for a new financial crisis.

Pressure on governments to
take the OECD’s path in an
economic relapse will be intense.
The depleted tax intake and
rocketing welfare costs associated
to a downturn—or worse—would
derail even the most committed
deficit cutters.

The ECB’s argument makes a
great deal of long-term sense to
reorder government finances and
unleash new forces into the
economy. But the harsh approach
could backfire shorter-term,
risking a double-dip recession.

Most governments are free to
chose their own road. What the
ECB is saying is that euro-zone
governments aren’t. Not unless
they want to fall afoul of EU rules,
impair the integrity of the euro
system, and see its standing in
credit markets collapse, which
Greece has learned to its cost.

—More at blogs.wsj.com/source

[ Analysis ]

BY TERENCE ROTH

Big split between ECB and OECD stances
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We don’t mind
the gap:

S TRUGGLING WITH A SENSE of
alienation following the
death of his father in 2008,

fashion designer David Delfin
asked an orthodontist to insert a
bracket to open a space between
his two front teeth.

“It was a metaphor for the sep-
aration I was feeling,” said Mr.
Delfin, who called his spring 2009
collection “Diastema,” the medical
term for a space between two
teeth, usually in front.

It turns out Mr. Delfin was
ahead of the fashion curve. At
model casting calls for New York’s
fashion week, which began Thurs-
day, one of the most coveted attri-
butes is an affront to modern or-
thodontics: gapped teeth.

The look is a bold departure
from recent standards of idealized
beauty that have rewarded curva-
ceous and perfect-smile models,
such as Doutzen Kroes and
Miranda Kerr, with high-profile ad
campaigns.

Instead of perfection, designers
now want what casting directors
call “characters.”

“I think people want to see
something different, something
off,” says casting director Natalie
Joos, who is selecting models for
the runway shows of Lacoste and
Cynthia Steffe this season.

Other distinguishing character-
istics in demand this season in-
clude tattoos, piercings, scars and
even albino coloring.

Some say the popularity of
physical flaws reflects the skepti-
cism of today’s youth toward the
air-brushed perfection of the digi-
tal age.

“It’s a love for the imperfect,
and the authentic,” says Stefano
Tonchi, editor-in-chief of W maga-
zine. “These are values that are
more and more important for
younger generations. Originality,
authenticity…in a world that is
more and more digitally en-
hanced.”

In editorial spreads in Vogue
and W, as well as ads for high-end
brands like Chanel and Marc Ja-
cobs, gaptoothed gals are having a
moment.

In a new ad for Hudson jeans,
Mick Jagger’s pillow-lipped, gap-
toothed model daughter Georgia
appears open-mouthed and top-

less, locked in an embrace with a
tattooed man.

Miu Miu’s fall ad campaign fea-
tures a young model named Lind-
sey Wixson wearing a fur vest and
flashing long, neatly spaced teeth.

Even Lauren Hutton, a super-
model in the ’70s and ’80s known
for her signature gap, is getting
more work these days: She was
featured on the cover of the Sep-
tember issue of Condé Nast U.K.’s
Love magazine.

The diastema is also gaining
traction in Hollywood, as high-
profile actors like Anna Paquin, of
the vampire series “True Blood.”

In a recent issue of Us Weekly,
Ms. Paquin said she considers it
rude when people ask her why she
hasn’t “fixed” her smile.

The gap has long been cele-
brated in many African cultures as
a sign of beauty. But in Europe
and North America, gapped teeth
weren’t always considered chic.

According to the medieval laws
of physiognomy—in which facial
features were thought to dictate
personality traits—a gap was a vi-
sual signal that a woman was
“lustful and licentious,” says Colin
Jones, a professor at Queen Mary
University of London who is writ-
ing a book about the history of
dentistry.

In the 14th century, Geoffrey
Chaucer wrote in his Canterbury
Tales of the gaptoothed wife of
Bath, who says, “as help me God, I
was a lusty one/ And fair, and rich,
and young, and well begone”—old
English for “well-endowed.”

In more recent times, amply
spaced front teeth have graced the
mouths of a wide range of celebri-
ties, from David Letterman to Ma-
donna. But they have never been a
widespread trend cultivated by the
fashion and entertainment indus-
tries.

Sotheby’s is currently exhibit-
ing a series of photographs of gap-
toothed model Ms. Wixson. The
series, called “I Remain, You De-
sire,” follows Ms. Wixson, 16 years
old, as she attended casting calls
and prepared for runway shows
last year.

“Lindsey is one of these girls
saying, ‘This is my face. This is
who I am,’” says Gabrielle Revere,
the photographer who followed
her on her rounds. “People are re-
sponding to it, because it is uncon-

ventional.”
Jessica Hart, a 24-year-old Aus-

tralian model, used to oblige when
clients asked her to wear a pros-
thetic insert to cover up her wide
gap. But as she gets more work
because of her teeth, not in spite
of them, she refuses to cover it up.

Dr. Sheldon Peck, a historian
and adjunct professor of ortho-
dontics at the University of North
Carolina, says diastemata are still
something mainstream consumers
see as a cosmetic mishap to be
fixed, not a distinction to be cele-
brated.

In the fashion industry, where
getting attention is a primary goal
of catwalk shows and advertise-
ments, changing the aesthetic of
the women who model clothes is
one strategy to draw stares.

In the late ’80s and early ’90s,
glamorous supermodels like Linda
Evangelista and Naomi Campbell
ruled the runways, only to be sup-
planted by the short and skinny
waifs epitomized by Kate Moss. A
succession of mini-trends fol-
lowed. Voluptuous Brazilians gave
way to androgynous Belgians, fol-
lowed by tall, young and all-too-
skinny Russians.

As the skinny trend persisted,
fashion designers and modeling
agencies came under fire for alleg-
edly promoting an emaciated aes-
thetic. The reaction was a health-
ier curvaceous look, embodied by
Lara Stone. Now 26, Ms. Stone is
the face of Calvin Klein and was
proclaimed “girl of the year” by
Vogue U.K in 2009. She is now
widely credited for popularizing

the gaptoothed look. In this year’s
September issue, she appears in a
12-page editorial spread, her
gapped front teeth visible in every
single image.

For Ashley Smith, a 19-year-old
model who will be strutting the
runways at New York’s fashion
week for the first time this season,
her two-millimeter gap is her call-
ing card. “It’s something that sets
me apart from everybody else,”
she says.

Ms. Smith was recently se-
lected to model for Prada’s resort
collection, a coup for a young
model, and she appears in ad cam-
paigns for Levi Strauss and Italian
brand Sisley. “If I am on set and
smiling, but not showing my teeth,
they are always shouting, ‘Show us
the teeth!’” Ms. Smith says.

BY RACHEL DODES

Gaptoothed celebrities flaunt their smiles: (from top, counterclockwise), entertainer Madonna, actress Anna Paquin, model Lara Stone, TV host David Letterman, actress Lauren Hutton, singer Vanessa
Paradis and model Jessica Hart. Recently, the look is in demand.

The fashionable flash a new smile
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Greek prime minister
to make concessions

ATHENS—Greek Prime Minister
George Papandreou is expected to
make a major annual policy an-
nouncement Saturday that could of-
fer some concessions to groups hit
hard by austerity.

The measures could include a
small assistance package for vulner-
able households, certain private-sec-
tor funding subsidies and a cut in
corporate taxes., according to peo-
ple familiar with the matter. Mr.
Papandreou will speak at an interna-
tional trade fair Saturday afternoon
in the northern city of Thessalonica.

Despite very tight fiscal condi-
tions after Greece’s agreement to
cut its 2010 budget deficit to 8.1% of
gross domestic product from last
year’s 13.6%, the prime minister is
likely to announce support measures
for low-income pensioners, the
handicapped and families with more
than three young children.

Political analysts said they ex-
pect the largely token and low-cost
measures to be incorporated to de-
fuse public anger over wage and
pension cuts as well as hikes to
value-added and excise taxes, which
have hit local voters hard.

“The mini-social package will be
fiscally responsible and realistic,”
said a senior government official

with direct knowledge of the matter.
“Papandreou will also be setting out
future government initiatives to put
the country on a path to a healthier
future.”

But the person said he expects
the prime minister to explain to
Greek voters the dire situation to
prevent the opposition from trying
to score political points from the
austerity.

Market watchers will also be lis-
tening closely for guidance on what
future tax changes will look like,
news on the government’s privatiza-
tion program and further restruc-
turing of the rigid and uncompeti-
tive economy.

George Kyrtsos, a leading politi-
cal commentator and editor of
newspaper City Press, said, “This
speech won’t contain the traditional
usual handouts because there is no
money.”

He said Mr. Papandreou will
probably concentrate on measures
to subsidize social-security pay-
ments for new private-sector hires
and direct funds to small and mid-
size businesses to boost jobs and in-
vestment while also cutting the cor-
porate tax rate to 20% from the 24%
now to stimulate the economy.

Mr. Papandreou also will be try-
ing to persuade many in his own Pa-
sok socialist party as well as some

trade unions—closely aligned to the
socialist party that backed his elec-
tion—that because the debt-
strapped Mediterranean country is
in a deepening recession, economic
reform and restructuring are critical
and shouldn’t be militantly resisted.
“That won’t be easy, given vested
interests,” added Mr. Kyrtsos.

Meanwhile, next week a delega-
tion from Greece’s lenders, the In-
ternational Monetary Fund, the Eu-
ropean Central Bank and the
European Commission, will again
visit Athens to audit progress on the
terms of their €110 billion ($140 bil-
lion) bailout.

Talks are expected to focus on
progress on fiscal targets, tax reve-
nues that are lagging somewhat,
continuing actions to liberalize
“closed off” professions and the
opening of the transportation and
energy sectors.

A senior official at the finance
ministry said the delegation will
also take a close look at deficits in
the health system, local government
and state-controlled enterprises,
which threaten the larger overall
debt targets.

The state-controlled railway sys-
tem, OSE, alone has amassed €10
billion in debt, which the govern-
ment will assume so the system can
be spun off and privatized.

BY NICK SKREKAS

U.K. trade data
deflate hopes

LONDON—The continued failure
of U.K. exporters to take advantage
of a much weaker pound makes it
unlikely the economic recovery will
be as strong as policy makers hope,
raising fresh doubts about the wis-
dom of pushing ahead with auster-
ity measures that will crimp domes-
tic demand.

Since coming into office in May,
Prime Minister David Cameron’s
new coalition government has
placed exports and investment at
the heart of its strategy to secure
the country’s economic recovery.

With domestic demand for goods
and services likely to remain sup-
pressed due to the public-sector
spending cuts and tax increases, the
government is banking on a jump in
the goods and services it sells to
other countries.

The Office for Budget Responsi-
bility, which produces the govern-
ment’s growth and borrowing fore-
casts, is forecasting that over the
next five years the U.K.’s economy
will grow by £183 billion ($283 bil-
lion), with exports of goods and ser-
vices growing by £112 billion over
the period, and investment increas-
ing by £80 billion.

However, the Office for National
Statistics on Thursday reported that
the U.K.’s goods trade deficit wid-
ened to £8.7 billion in July, making
it the largest on record. The data
show that despite a big depreciation
in the pound over the past two
years—that should have made Brit-
ish-manufactured goods cheaper for
foreign buyers—the U.K. has failed
to lift its exports.

“July’s dreadful U.K. trade fig-
ures cast further doubt over the

ability of the external sector to
drive the recovery once the boost
from government and consumer
spending fades,” said Vicky Red-
wood, senior U.K. economist for
Capital Economics.

As part of its strategy for an ex-
port-led recovery, the government
has said it wants to push trading
and other ties with rapidly develop-
ing economies. Mr. Cameron’s goal
of forging deeper links with key
emerging economies in July saw
him lead a high-powered delegation
of ministers and businesspeople to
India to promote trade links.

Separately, Treasury Chief
George Osborne said the U.K. gov-
ernment will earmark £4 billion in
extra welfare spending cuts as part
of its austerity plans. In an inter-
view with the British Broadcasting
Corp., excerpts of which were
broadcast Thursday afternoon, Mr.
Osborne said “there will be further
welfare cuts announced” as part of
the comprehensive spending review.

The BBC reported Mr. Osborne
saying that the £4 billion in extra
cuts come on top of the £11 billion
in welfare cuts targeted in June’s
emergency budget statement. Mr.
Osborne has promised a fiscal con-
solidation of £113 billion over the
next five years, made up largely of
spending cuts. The chancellor has
said most departmental cuts may
need to be cut by some 25%.

Also Thursday, the Bank of Eng-
land’s Monetary Policy Committee
kept its key interest rate and the
size of its bond-buying program un-
changed, as expected, as officials
wait to see how severe a slowdown
in the U.K. economy will be in the
latter half of this year.

—Laurence Norman
contributed to this article

BY AINSLEY THOMSON
AND ILONA BILLINGTON

Sarrazin to leave Bundesbank board
FRANKFURT—The Bundesbank

said Thursday that board member
Thilo Sarrazin has asked the Ger-
man president to release him from
his office by month’s end, after a
public outcry over controversial
comments he made about race and
ethnicity.

As a result, the board of direc-
tors at the central bank has with-
drawn its request to German Presi-
dent Christian Wulff to dismiss Mr.
Sarrazin. Mr. Wulff is the only Ger-
man official with the power to dis-

miss Mr. Sarrazin, 65 years old,
from the central bank’s board. Nei-
ther the Bundesbank or Mr. Sarrazin
will comment further, the board’s
statement said.

Mr. Sarrazin had warned of what
he sees as an Islamic takeover of
Germany and said that Muslim im-
migration threatens the nation’s
identity and economy.

In a new book titled “Germany
Abolishes Itself” and in interviews
and appearances over the past week
to support its release, Mr. Sarrazin
said Muslim immigrants cost the
state more than they contribute, and

that Jews share a common gene,
claims that many Germans found
echoed the racial theories posited
by the Nazis.

The comments from Mr. Sar-
razin, a member of the center-left
Social Democrats, have prompted
political leaders to call for a com-
prehensive dialogue on the chal-
lenge of integrating immigrants and
minorities into the country’s shrink-
ing native population. Germany has
long struggled with how to inte-
grate its ethnic-minority population,
which makes up as much as 20% of
the country’s 82 million residents.

A Wall Street Journal Roundup

Associated Press

Prime Minister George Papandreou watches as his cabinet attends a swearing-in at the presidential palace Tuesday.

Source: U.K. Office for National Statistics

Widening gap
U.K. global goods trade balance, in billions
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Juventus and Sampdoria
meet in Italy’s Serie A on Sun-
day in an early-season grudge
match: Having guided Samp-
doria to fourth place in
2009-10, Luigi Del Neri left the
Genoa side to take over as
manager at Juventus.

No team has won more do-
mestic honors than Juve, which
boasts a record 27 Serie A ti-
tles. However, without a Scu-
detto since 2003, the Turin
team is something of a sleep-
ing giant these days.

A disappointing seventh-
place last season has led to a
large investment in the playing
staff and expectations are high
under Mr. Del Neri.

Juventus is 15/2 fourth-fa-
vorite to win the title, but got
off to a bad start with a sur-
prise defeat at Bari on the
opening day of the season.
Meanwhile, Sampdoria claimed
a 2-0 victory against Lazio at
its Stadio Luigi Ferraris.

As the home team, Juventus
is 5/6 favorite on Betdaq; the
draw is 13/5 and Sampdoria is
4/1 for victory. Last season’s
corresponding fixture saw a 5-1
win, although Juventus began
2009-10 in irresistible form and
a closer contest should be ex-
pected this time.

Home advantage could prove
decisive, but there’s little appeal
in backing Juventus, which
dropped points in more than
half its league games at the
Stadio Olimpico last season, at
an odds-on price.

Given that only a third of
the club’s nine league wins
came by more than one goal,
back Sampdoria instead with a
+0.5/1 Asian Handicap at
around 5/6.

Tip of the Day

2

Source: Infostrada Sports
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Horse racing’s final furlong?
Everything may look rosy on the U.K. tracks but insiders know it’s time for big changes

LONDON—With a capacity crowd
of 50,000 expected at the St. Leger,
Britain’s oldest Classic race, at Don-
caster in the north of England on
Saturday, horse racing in the U.K.
might appear to be on a tear.

In fact, the sport is facing a se-
vere crisis.

For reasons ranging from a de-
cline in betting revenues to the
struggling economy, this centuries-
old pastime has seen prize money,
television viewing figures and sales
prices plunge in recent years, leav-
ing British horse racing on the en-
dangered list.

“Racing is facing a financial cri-
sis,” said Bill Farnsworth, general
manager of Scotland’s Musselburgh
racecourse. “Our funding is at an
all-time low.”

To be sure, the Turf faces serious
hurdles. On Sept. 23, almost two
months later than usual, the British
Horseracing Authority will publish
the 2011 fixture list and is expected
to announce that about 150 fixtures
will be suspended. The cull, which
represents a reduction of 10%, is a
response to what racing’s regulators
say is a “dramatic collapse” in fund-
ing for the sport.

Horse numbers are falling, too,
while the betting levy—the annual
contribution by bookmakers made
at 10% of gross profit—is at its low-
est level in decades, and prize
money is now so low at some tracks
that owners don’t even cover ex-
penses if their horses finish in the
top three.

Against considerable odds, the
racing industry is attempting to re-
verse this trend. Later this year,
Racing For Change, an industry
body which includes representation
from racecourses, bookmakers, own-
ers, jockeys and the U.K. govern-
ment, will announce a series of fun-
damental reforms of the sport’s

structure aimed at broadening rac-
ing’s appeal and capturing the pub-
lic imagination.

Just as sports from boxing to
snooker are attempting to modern-
ize in an effort to extend their popu-
larity, so horse racing is trying to
shed its hidebound image and at-
tract a new generation of racegoers.

In short, the idea is to make rac-
ing racier.

“We want to attract new people
and make racing easier to follow,”
said Rod Street, chief executive of
Racing for Change, a subsidiary of
Racing Enterprises Ltd.

“We’ve got a wealth of assets,
but it’s a question of how do we en-
gage with people?”

The answer lies in the restruc-
turing of a mind boggling, incoher-
ent calendar that has remained
largely unchanged since the 19th
century and which casual sports
fans find a confusing muddle.

There is a crying need for the
season to be restructured, said Mr.
Street, and for a tiering that identi-
fies to the uninitiated that Satur-
day’s St. Leger is on a different level
to a midweek race at one of the
country’s minor-league tracks.

As a result, the cross-industry
group is expected to announce a
modernization program this year
that includes a new series of “Pre-
mier” events for 2011, bringing to-
gether the sport’s biggest races and
concluding with a newly created
season finale to the summer flat-
racing season. A premier jumps
championship, culminating in the

Cheltenham Festival in March, will
also be introduced for jump racing.

Between times, racing’s biggest
events will move from midweek to
Saturdays to place the best races
when the most people can watch.

“We’re on television every week-
end, but to the wider public it just
looks like a lot of horses running in
a circle,” Mr. Street said. “[Racing]
must become better at promoting
our races so that the media can fo-
cus on the big events and maximize
public interest. We want people to
know what the good stuff is.”

While meetings such as the
Grand National and Royal Ascot are
among this country’s most iconic
sporting events, these are one-off
events and some people feel the rest
of the racing season lacks a coher-
ent narrative.

In an attempt to create a single
climax to the British flat-racing sea-
son, Racing for Change has drawn
up a blueprint for a season finale,
which would be branded as a Euro-
pean Championship and could be
staged at Ascot, one of the U.K.’s
biggest and most prestigious race-
tracks, in October.

There is recognition, too, that
the fixture calendar is overcrowded.
The number of meetings has swelled
to around 1,500 in recent years,
mainly at the behest of bookmakers
rather than racegoers.

While racing attendances are on
the rise this year (daily attendances
at the U.K.’s 60 racecourses rose by
an average of 3.5% in the first six
months of 2010), aggregate annual
attendances have declined from six
million in 2004 to roughly 5.7 mil-
lion, implying saturation in the
present audience.

Cutting the number of meetings
would have the dual effect of con-
centrating the public attention and
raising the prize money on offer at
each race, although since most fix-
tures belong to racecourses, rather

than to the sport itself, and Britain’s
betting shops need a daily program
to keep turnover rolling, achieving a
significant reduction could prove
difficult.

“We can’t do this all in year one
because the sport isn’t structured
like that—even to move one race
meeting is like extracting a molar
without an anesthetic,” said Mr.
Street. “But in time, we could find
less is more.”

Racing for Change will also at-
tempt to address the sport’s lack of
superstars by making more of the
personalities of jockeys and horses,
recalling an earlier age when the
likes of Sea Biscuit, Phar Lap and
Red Rum were household names.
This year, the organization launched
a program that funds media training
for jockeys.

Other proposals range from a
simpler betting system to renaming
races and even a series of celebrity-
endorsed events. Other initiatives
include a new ownership club aimed
at young adults, a drive to harness
social networking sites to target
teenagers, and an initiative aimed at
bringing college students to race-
courses.

Still, some bookmakers aren’t
happy with the scope and pace of
change, while the marketing drive
has been mistrusted by traditional-
ists.

Other people say that any re-
structuring of British racing is
worthless if it doesn’t address the
fundamental problem that the sport
currently relies on a percentage of
dwindling eligible bookmaker prof-
its, which lies outside the organiza-
tion’s remit.

“We cannot applaud a series of
small changes when we need big
changes,” said Ralph Topping, chief
executive of U.K. betting group Wil-
liam Hill PLC. “We have nothing
against Racing for Change, but it
has been too slow.”

BY JONATHAN CLEGG

Mastery ridden by Ted Durcan, center, beats Kite Wood ridden by Frankie Dettori, right, to win last year’s St Leger. Away from classic races, the sport faces crisis.

Pr
es

s
A

ss
oc

ia
ti

on

Prize money is so low at
some tracks owners don’t
even cover expenses if their
horses are in the top three.
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Sarkozy faces new strains
over Gypsy expulsions

PARIS—France’s President Nico-
las Sarkozy faced new pressure on
Thursday, including fresh criticism
of his recent law-and-order drive
and a police search of his ruling
party’s headquarters.

In Strasbourg, the official seat of
the European Parliament, lawmakers
urged France to suspend immedi-
ately the expulsion of Gypsy mi-
grants, saying the policy was tanta-
mount to racial and ethnic
discrimination and breached Euro-
pean Union laws. A resolution ex-
pressed “deep concern at the mea-
sures taken by the French
authorities and by other Member
States’ authorities targeting Roma,”
as the Gypsies are also known.

Earlier in the day, French police
searched the headquarters of Mr.
Sarkozy’s Union pour un Mouve-
ment Populaire, or UMP, as part of
an investigation into accusations of
illegal political funding. A UMP
spokesman said police left after 90
minutes, without taking any docu-
ments.

At the center of the accusations
are labor minister and former ruling
party fund-raising chief, Éric Wo-
erth, and his relations with Liliane
Bettencourt, heiress to the L’Oréal
SA cosmetics empire. He has been
cited in preliminary judicial probes
into alleged illegal political financ-
ing and conflicts of interest.

Mr. Woerth has said he only
raised funds legally. Mr. Sarkozy has
said talk of illegal political financing
was an attempt to tarnish his repu-
tation.

On Thursday, police officials said
they were seeking copies of letters
exchanged between Mr. Woerth and
Ms. Bettencourt’s financial adviser.

Mr. Sarkozy is struggling with a
number of challenges. He is trying
to push through an unpopular in-
crease in the retirement age and to
shuffle his cabinet, possibly next
month, in preparation for the 2012
presidential election.

The president’s latest attempt to
prop up his sagging approval ratings
was the announcement of a law-
and-order drive at the end of July.
The French government said Roma
were often linked to drug traffick-
ing, prostitution and the exploita-
tion of children and vowed to expel
all those who don’t reside legally in
France. Since then, France has or-
dered the dismantling of illegal sites
used by Roma, and has put nearly
1,000 on charter planes to their
countries of origin, mainly Romania
and Bulgaria.

Mr. Sarkozy’s law-and-order
push was well-received by a major-

ity of French voters, according to
various opinion polls. But it also led
to charges—by European Union au-
thorities, the Vatican and a United
Nations antiracism panel—that
France was stigmatizing the Roma
as an ethnic group, instead of com-
bating offenses committed by indi-
viduals.

Thursday’s resolution, put for-
ward by several left and green par-
ties in the European Parliament,
drew immediate condemnation from
the French government, which said
it was sending Roma back to their
countries of origin in full compli-
ance with EU laws.

France said it would ignore the
parliament’s nonbinding demand

and continue persuading Roma to
leave France voluntarily.

“The European Parliament
stepped out of its prerogative and,
obviously, we have no reason to
conform to a political diktat,”
French Immigration Minister Éric
Besson said on the sidelines of a
visit to Romania on Thursday, ac-
cording to an aide.

Mr. Besson has denied stigmatiz-
ing Roma, saying that most Gypsies
were leaving France voluntarily and
with a €300 (about $380) stipend
each. The EU guarantees freedom of
movement to citizens of member
states, but only on condition they
can support themselves.

Mr. Sarkozy’s anticrime drive has
sown divisions within his own camp:
Several cabinet members and UMP
lawmakers have publicly said they
opposed the mass deportation of
Roma.

Political analysts have said the
crackdown was a populist ploy to
distract French public opinion from
the accusations of illegal political fi-
nancing.

BY DAVID GAUTHIER-VILLARS

Lawmakers in Strasbourg hold up signs reading ‘equal rights for all citizens.’
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Spain approves new labor laws
MADRID—Spanish lawmakers

Thursday gave their final approval,
without making major changes, to a
long-awaited overhaul of labor laws
expected to help cut unemployment
and spur economic growth.

The parliamentary vote came at
the end of a two-month period allow-
ing lawmakers to make changes to leg-
islation approved in June. The
changes aim to encourage hiring by
reducing Spain’s high cost of dismissal

and giving companies more flexibility
to reduce working hours and staff lev-
els in economic downturns.

The legislation removes most re-
strictions on the use of indefinite
contracts with unfair dismissal costs
equal to 33 days of salary per year
worked. The standard indefinite con-
tract currently in use has a cost of
dismissal equal to 45 days.

Furthermore, it makes it easier
for workers to be dismissed on a
“fair” basis, which has a 20-day cost
of dismissal.

The change has come at high po-
litical cost for Socialist Prime Minis-
ter José Luis Rodríguez Zapatero
who has seen his standing fall in
opinion polls and who faces a gen-
eral strike on Sept. 29.

Mr. Zapatero’s government, how-
ever, has come under intense inter-
national pressure to take measures
to reduce a double-digit budget defi-
cit and spur economic growth.
Spain’s 20% unemployment rate is
twice the 10% average for the wider
euro zone.

BY JONATHAN HOUSE

EUROPE NEWS

The severe
blow dealt to
Russia by the
West’s financial
crisis is prompting
a recalibration of

Russia’s foreign policy. Among the
ideas now surfacing in Moscow: a
much closer relationship between
Russia and the European Union.

After years of rapid economic
growth, Russia was hit hard by
the crisis. Last year, its economy
shrank by 7.9%. That put it in
206th place out of 213 countries
in a comparison of 2009 growth
rates, according to the Central
Intelligence Agency.

“What became clear from the
financial crisis is that Russia is
not a sustainable BRIC,” said Mark
Leonard, director of the European
Council on Foreign Relations,
using the initials for Brazil,
Russia, India and China coined in
2001 to identify fast-growing
emerging economic powers.
“While the other BRICs kept on
growing, Russia’s economy
contracted. This emphasized the
limits of Russian power.”

The enthusiastic “Russia is
Back” slogans being bandied
about two or three years ago have
been replaced by growing fears of
further decline. A draft report
prepared by Russian members of
the Valdai International
Discussion Club, a group of
academics and journalists who
met over the past week in Russia,
spelled out that fear.

Unless Russia and the EU join
forces and develop a strategy for
co-development, the report said,
“their international political
influence will most likely be
doomed to degradation.” Without
that alliance, the report said
Europe would turn into a
“monument to its old grandeur,”
while Russia would risk becoming
a raw-materials backyard for a
rising Asia.

One strong motive for moving
closer to Europe, say some
analysts, is indeed fear of the
Chinese economic powerhouse
and what it will mean for Russia’s
increasingly sparsely populated
lands. (United Nations projections
suggest by 2050 there will be 116
million Russians and 1.4 billion
Chinese, compared with 140
million Russians and 1.3 billion
Chinese currently.)

At the Valdai conference, some
Russians spoke of China and Asia
as an alternative if Moscow is
spurned by Europe. At a meeting
with foreign members of the
group, Russian Prime Minister
Vladimir Putin repeatedly
emphasized his country has
nothing to fear from China.
However, some participants
argued that Asia’s future is very
uncertain even five years out.

Others were fearful of what
closer ties to China would mean.
Greater economic integration with
China was described by one
Russian speaker as the “union of a
rabbit and a boa constrictor.” In
this metaphor, Russia wasn’t the
boa constrictor.

Up to now, the EU’s own

regular meetings with Russia have
achieved little: Mr. Leonard of the
ECFR called it “a Potemkin
dialogue.” That’s in part because
the attitudes of the EU’s 27
member states to Russia have
been all over the place. Germany
has usually been the country
seeking the closest relations,
while some new members states
along with others such as the U.K.
have been harboring greater
suspicions about the Russian bear.

More recently, however,
bilateral tensions have eased,
notably with Poland. The past
winter wasn’t accompanied by
threats that Russian gas supplies
to Europe would be cut off; and
there have been no repeats of the
2008 Georgia war or murders like
that in London of Alexander
Litvinenko. Russia stayed out of
Kyrgyszstan’s ethnic troubles this
year, suggesting less of an
appetite for military interventions
in its near-abroad. President
Dmitry Medvedev called earlier
this year for an all-European
security pact.

But there’s still a huge gap
between Europe and Russia.
“Russia’s world view focuses more
on power than on rules,” which
largely guide the EU’s behavior,
Charles Grant of the Centre for
European Reform, told the group.

One foreign participant,
suggesting that Russia’s enormous
size meant it couldn’t be
integrated into the EU, cited what
he said was a Chinese saying:
“Encourage the elephant to go
into the refrigerator and close the
door behind it.”

The Valdai report speaks of a
“values gap” between Russia and
hints at Russia’s impatience with
lecturing from a pious EU. But the
fact is, said many experts, the EU
won’t cozy up to an autocratic
power with rampant government
corruption, an arbitrary legal
system, and scant regard for
human rights. Moreover, the
suspicion will remain among many
in the EU that as soon as the oil
price goes back up, Russia will
start throwing its weight around
again.

Some would like to test
Russia’s good faith before moving
ahead. Germany has suggested
Russia could help resolve the
frozen conflict in Moldova, where
the Russian-speaking population
of Transdniester has broken away.
Mr. Putin this week spoke of
future “cooperation” between
Georgia’s break-away regions of
South Ossetia and Abkhazia and
the Georgian government—a
vague statement that led some of
his audience to suggest he may be
hinting at a solution in which
Georgia could remain whole.

Much closer union between
Russia and the EU, however,
appears to most experts to be a
long way off. For one thing, the
EU is still in the throes of a
financial crisis that is likely to
keep it absorbed and unwilling to
embark on major new initiatives.
And then there is Russia.

“The main obstacle to any
union with Europe is that we are
not ready,” said one Russian
speaking at the conference under
the usual rules of nonattribution.
“You can’t combine an airplane
and a steam engine.”

[ Brussels Beat ]

BY STEPHEN FIDLER

A weakened Russia seeks
closer European ties

The French president’s
anticrime drive has sown
divisions within his own
government.
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Mexican tourism struggles with U.S.’s travel warning

Mexico’s tourism market is
trying to cope after two setbacks:
the suspension late last month of
all flights operated by the
financially distressed Grupo
Mexicana and the U.S.
Department of State’s recent
travel warning to citizens
traveling to Mexico.

States that should be avoided if

possible are Michoacán,
Tamaulipas, Sinaloa, Durango,
Coahuila and parts of Chihuahua,
according to the warning. The U.S.
Embassy in Mexico City said
visitors should defer unnecessary
travel in those places. Updates can
be found on travel.state.gov.

The warning was spurred by a
shooting in Monterrey in front of
the American Foundation School
on Aug. 20, says Drew Haldane, a
deputy chief in the State

Department’s Office of American
Citizens Services and Crisis
Management. Subsequently, staff
at the U.S. Consulate General were
told to send dependent minors out
of the city.

And recently, drug-trafficking
organizations have kidnapped
guests from reputable hotels in
downtown Monterrey. Ramón
Narváez is the owner of El
Aguacate Hostal, a hostel in
Monterrey. He says there is a

visible military presence in the
streets. Mr. Narváez says travelers
should stay away from poor
neighborhoods on the outskirts of
the city.

The State Department’s Mr.
Haldane says many of the U.S.
citizens kidnapped in Mexico are
involved in drug trafficking.

Still, some in the industry say
even the upsurge in drug-cartel
violence won’t frighten away
many visitors.

Marisa Steta, marketing
director for Mexican travel agency
Best Day Travel, says the violence
is mainly confined to the north, in
areas near the U.S. border that
serve as drug-transport corridors.
Resort areas like Puerto Vallarta
and towns popular with tourists
have remained unaffected, Ms.
Steta says. The cartels are fighting
among themselves and the issue is
not with ordinary people, she
says.

[ Travel Watch ]

ANA readies low-cost airline
to cater to China-Japan routes

TOKYO—All Nippon Airways
Co., taking advantage of the growing
travel boom between China and Ja-
pan and the financial woes of the
airline’s archrival, said it is set to
launch a low-cost carrier by the sec-
ond half of next year with a big
stake from a private-equity fund
based in Hong Kong.

The initial investment of five bil-
lion yen ($59.6 million) by First
Eastern Investment Group, a fund
run by financier Victor Chu, is the
first major foreign investment in a
Japanese airline and underscores
the wave of Chinese investments in
Japan.

There were 18 deals last year
where Chinese companies bought
into Japan Inc. for a total value of
$546 million, a sixfold increase in
volume from the previous year, ac-
cording to data from Dealogic.

The impending wave of Chinese
tourists and business travelers flow-
ing into Japan was a big catalyst in
launching the Japanese low-cost
carrier: The Japan Tourism Agency
aims to more than triple the number
of Chinese tourists from one million
last year to 3.9 million in 2013,
when they will become the single-
biggest nationality of tourists in Ja-
pan.

Earlier this year, Japan signifi-
cantly relaxed its visa regulations
for Chinese tourists, in a move that
enables an additional 16 million
households—10 times the size of the
current pool of potential Chinese
travelers—to apply for a trip to Ja-
pan.

“We are looking at regional ex-
pansion, starting with the China
market,” said Mr. Chu in an inter-
view. “We want to start [flying in-
ternationally] within one to two
years of launching.”

A company to operate the low-
cost carrier will be set up late this
year. Japanese investors will hold a
66.7% stake in the new company, in-
cluding a 39% interest to be held by
ANA.

First Eastern will hold the re-
maining 33.3% stake, the maximum
foreign ownership allowed for an
airline in Japan.

Mr. Chu, who said ANA ap-
proached him with the idea about 18
months ago, said he was initially
skeptical of the plan. “When they
first came to me, I was rather skep-

tical but we agreed to study it. To-
day it’s a very compelling model, in-
cluding the gap that has come upon
because of difficulties with another
major airline,” he said, referring to
Japan Airlines Corp., the country’s
leading airline, which filed for bank-

ruptcy protection in January with
$25 billion in debt.

The new airline, which will oper-
ate independently from ANA under
a different brand name, will have in-

ternational and domestic short-haul
routes out of Kansai International
Airport in Osaka, western Japan,
which will be its main hub. It is aim-
ing to undercut its rivals’ prices by
at least 50%.

But big questions remain as to
whether the model will be a success.
Japanese low-cost carriers don’t ex-
ist at the moment because of the
country’s exorbitant landing fees
and high personnel costs.

ANA said it is in talks with Kan-
sai airport to ask for lower landing
fees.

Japan has the highest landing
fees in the world: It costs 770,000
yen to land a Boeing 747-400 at Na-
rita International Airport, Tokyo’s
main international gateway, and
826,000 yen at Kansai International
Airport, compared with 70,000 yen
at Heathrow in London.

ANA said it would cut costs fur-
ther by requiring customers to pay

for all in-flight services, operating
only with e-tickets, and employing
staff from other countries.

It hasn’t decided on what spe-
cific routes it will fly or what air-
craft it will use.

“We will establish a new flight
network in East Asia by entering the
segment which we can’t deal with
under the ANA brand,” said ANA
President Shinichiro Ito.

He acknowledged that the new
budget airline could cannibalize
ANA’s existing customer base. But,
he said, “this is a completely sepa-
rate segment. I expect the whole
market to expand,” including the
budget and conventional airline sec-
tors.

Other countries’ low-cost carri-
ers have started to enter Japan, an-
other reason why Mr. Ito said
launching a homegrown version is
crucial. Jetstar Airways, a unit of
Qantas Airways Ltd., flies between

Japan and Australia. Japan Airlines
said it is studying the possibility of
launching a low-cost carrier.

Mr. Chu of First Eastern Invest-
ment said the stake in ANA’s low-
cost carrier is “a very long-term in-
vestment,” adding that “we will
have representatives on the board.”

The move also marks First East-
ern Investment’s first big stake in a
Japanese company. The fund,
launched in 1988, has focused pri-
marily on investments in mainland
China but has been expanding into
other markets in recent years, mak-
ing headlines with several high-pro-
file projects. In the past year, as
yuan-denominated private-equity
funds became increasingly popular,
First Eastern revealed plans to raise
six billion yuan ($883 million)
through a new wholly owned unit in
Shanghai.

—Ellen Sheng
contributed to this article.

BY MARIKO SANCHANTA
AND YOSHIO TAKAHASHI

Financier Victor Chu says he was skeptical when ANA first approached him last year about setting up the airline.
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The new airline will operate
independently from ANA and
under a different brand name.
It will have international and
domestic short-haul routes,
and its hub will be in Osaka.
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Union targets
China on trade

WASHINGTON—The United
Steelworkers union formally re-
quested Thursday a U.S. trade inves-
tigation into China’s policies to sup-
port its burgeoning
green-technology sector, in a case
that could end up before the World
Trade Organization.

The petition, filed with the U.S.
Trade Representative’s office, ac-
cuses China’s government of provid-
ing hundreds of billions of dollars in
subsidies and other means of sup-
port to provide an unfair advantage
to local firms.

“We believe these practices have
enabled China to emerge as a domi-
nant supplier of green technologies,”
Steelworkers President Leo Gerard
told reporters.

He said the wide-ranging mea-
sures by the Chinese government vi-
olated global trade rules and posed
a direct threat to the Obama admin-
istration’s focus on creating green

jobs and doubling exports over the
next five years.

The union, which has been a ma-
jor agitator against Chinese trade
policies, is hoping the Obama ad-
ministration will take up the case
and potentially file a WTO complaint
against China.

The administration has 45 days
to decide whether to investigate the
allegations of unfair trade practices
and a year to complete the probe
and determine a course of action.

A USTR spokeswoman said late
Wednesday that the office would re-
view the petition.

“USTR has been discussing issues
surrounding China and green tech-
nology with the steelworkers and
with other stakeholders, and will
continue to do so,” she said.

The 5,800-page petition covers
five major areas that the union al-
leges violate WTO rules: restrictions
on access to critical materials, inves-
tor-performance requirements, dis-
crimination against foreign firms

and goods, and export and domestic
subsidies.

The steelworkers union has been
among the most active critics of
China trade policy, with some suc-
cess. President Barack Obama de-
cided in the union’s favor last Sep-

tember in a landmark case to impose
a special safeguard provision to im-
pose tariffs on Chinese tire imports.
The group has also brought several
successful countervailing and anti-
dumping cases against Chinese
products.

Amid increasing calls in Congress
to take action against China’s tightly
managed currency policy, the Obama
administration sent a high-level del-
egation to Beijing over the weekend
to ease tensions on trade and other
issues.

BY TOM BARKLEY

A technician works at Goldwind Science & Technology in China. Goldwind is a major global wind turbine supplier.
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Trade gap narrows,
boosting outlook

The U.S. trade gap narrowed
sharply in July, boosting expecta-
tions for third-quarter growth and
adding to a string of modestly up-
beat signals on the economy.

A separate report Thursday
showed new claims for jobless bene-
fits fell to their lowest point in two
months last week.

The U.S. trade deficit declined
14% to $42.8 billion in July from
$49.8 billion in June, the Commerce
Department said. Exports grew 1.8%
to $153.3 billion, while imports de-
clined 2.1% to $196.1 billion.

The latest reports come in the
wake of other signs the American
economy, while slowing, isn’t slip-
ping back into recession. Last week,
Washington reported that private-
sector employers created more jobs
than expected and an earlier report
showed factories doing well.

“We’re getting a little help from
overseas,” said Drew Matus, a UBS
Securities economist, referring to
July’s jump in exports. “In terms of
the growth side, it suggests we’re
going to see a little bit of a boost
from trade.”

The trade deficit had widened in
previous months, with an especially
sharp uptick in June. The July re-
port is prompting some economists
to recalculate upward their expecta-
tions for third-quarter growth—re-
flecting the fact that more of what
the U.S. consumes will likely be pro-
duced on its own soil.

Economists at Morgan Stanley
say they now expect the economy to
grow at a 2.4% annual rate in the
third quarter, up from their previous
estimate of 2.1%.

Trade deficits with many major
U.S. trade partners narrowed in
July. The deficit with China fell to
$25.9 billion from $26.2 billion in
June. Deficits also narrowed with
Canada, Mexico and Japan.

In Europe, however, the deficit
widened to $12.3 billion from $9.4

billion in June.
Exports were fueled by stronger

sales of airplanes and capital equip-
ment, while the decline in imports
mainly reflected weaker domestic
demand for consumer goods.

The Commerce Department said
imports of autos and auto parts fell,
along with a range of consumer
goods—including diamonds, toys,
televisions and pharmaceuticals.

Consumer demand is likely being
held back by the weak job market.
On Thursday, the Labor Department
said new claims for jobless benefits
dropped 27,000 to 451,000 last
week. A four-week moving average
for claims, designed to smooth vola-
tility in the numbers, fell by 9,250
to 477,750.

Despite the improvement, econo-
mists noted the labor market re-
mains weak.

“This high of a number is consis-
tent with businesses having not
slowed layoffs since late last year
and shows they’re still nervous the
recovery won’t last,” Moody’s Econ-
omy.com economist Andrew Gledhill
wrote in a note to clients. “Under
these conditions, businesses are not
doing much hiring.”

—Sarah N. Lynch
contributed to this article.

BY SARA MURRAY
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Breaking the trend
U.S. trade deficit, in billions

Source: Commerce Department
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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 470.75 8.25 1.78% 705.00 343.25
Soybeans (cents/bu.) CBOT 1046.00 -2.75 -0.26% 1,555.00 809.75
Wheat (cents/bu.) CBOT 738.00 27.00 3.80 1,038.25 472.75
Live cattle (cents/lb.) CME 96.900 -0.350 -0.36 100.075 86.700
Cocoa ($/ton) ICE-US 2,694 -42 -1.54 3,497 2,280
Coffee (cents/lb.) ICE-US 190.70 -3.85 -1.98 198.65 123.95
Sugar (cents/lb.) ICE-US 22.43 1.05 4.91 22.78 11.79
Cotton (cents/lb.) ICE-US 90.46 -0.10 -0.11 100.50 53.87
Crude palm oil (ringgit/ton) MDEX 2,644.00 -30 -1.12 2,730 1,797
Cocoa (pounds/ton) LIFFE 1,876 -31 -1.63 2,360 1,590
Robusta coffee ($/ton) LIFFE 1,591 -44 -2.69 1,843 1,311

Copper (cents/lb.) COMEX 344.35 -5.70 -1.63 366.90 189.50
Gold ($/troy oz.) COMEX 1250.90 -6.60 -0.52 1,270.60 675.00
Silver (cents/troy oz.) COMEX 1985.50 -15.40 -0.77 2,205.50 895.50
Aluminum ($/ton) LME 2,110.50 -39.00 -1.81 2,481.50 1,791.00
Tin ($/ton) LME 21,680.00 630.00 2.99 21,680.00 14,000.00
Copper ($/ton) LME 7,560.00 -74.50 -0.98 7,970.00 5,885.00
Lead ($/ton) LME 2,190.00 12.00 0.55 2,615.00 1,580.00
Zinc ($/ton) LME 2,150.00 -46.00 -2.09 2,659.00 1,617.00
Nickel ($/ton) LME 22,645 250 1.12 27,590 15,910

Crude oil ($/bbl.) NYMEX 74.25 -0.42 -0.56 116.50 55.77
Heating oil ($/gal.) NYMEX 2.0684 -0.0133 -0.64 3.4165 1.5000
RBOB gasoline ($/gal.) NYMEX 1.9354 -0.0040 -0.21 2.3285 1.5200
Natural gas ($/mmBtu) NYMEX 3.768 -0.046 -1.21 10.800 3.693
Brent crude ($/bbl.) ICE-EU 77.56 -0.66 -0.84 134.77 71.01
Gas oil ($/ton) ICE-EU 666.25 2.75 0.41 768.00 605.50

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

Currencies London close on Sept. 9
Per In

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

Argentina peso-a 5.0267 0.1989 3.9463 0.2534
Brazil real 2.1941 0.4558 1.7225 0.5806
Canada dollar 1.3137 0.7612 1.0314 0.9696

1-mo. forward 1.3146 0.7607 1.0320 0.9690
3-mos. forward 1.3166 0.7596 1.0336 0.9675
6-mos. forward 1.3197 0.7578 1.0360 0.9652

Chile peso 631.10 0.001585 495.45 0.002018
Colombia peso 2296.85 0.0004354 1803.15 0.0005546
Ecuador US dollar-f 1.2738 0.7851 1 1
Mexico peso-a 16.5268 0.0605 12.9744 0.0771
Peru sol 3.5584 0.2810 2.7935 0.3580
Uruguay peso-e 26.431 0.0378 20.750 0.0482
U.S. dollar 1.2738 0.7851 1 1
Venezuela bolivar 5.47 0.182798 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.3759 0.7268 1.0801 0.9258
China yuan 8.6401 0.1157 6.7829 0.1474
Hong Kong dollar 9.8969 0.1010 7.7696 0.1287
India rupee 59.0731 0.0169 46.3755 0.0216
Indonesia rupiah 11464 0.0000872 9000 0.0001111
Japan yen 106.71 0.009372 83.77 0.011937

1-mo. forward 106.68 0.009374 83.75 0.011941
3-mos. forward 106.60 0.009381 83.69 0.011949
6-mos. forward 106.46 0.009394 83.57 0.011966

Malaysia ringgit-c 3.9578 0.2527 3.1071 0.3218
New Zealand dollar 1.7523 0.5707 1.3756 0.7270
Pakistan rupee 109.228 0.0092 85.750 0.0117
Philippines peso 56.136 0.0178 44.070 0.0227
Singapore dollar 1.7081 0.5854 1.3410 0.7457
South Korea won 1487.44 0.0006723 1167.72 0.0008564
Taiwan dollar 40.615 0.02462 31.885 0.03136
Thailand baht 39.278 0.02546 30.835 0.03243

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

Euro zone euro 1 1 0.7851 1.2738
1-mo. forward 1.0001 0.9999 0.7851 1.2737
3-mos. forward 1.0002 0.9998 0.7852 1.2735
6-mos. forward 1.0006 0.9994 0.7855 1.2731

Czech Rep. koruna-b 24.696 0.0405 19.388 0.0516
Denmark krone 7.4461 0.1343 5.8456 0.1711
Hungary forint 284.74 0.003512 223.54 0.004474
Norway krone 7.8778 0.1269 6.1845 0.1617
Poland zloty 3.9365 0.2540 3.0904 0.3236
Russia ruble-d 39.284 0.02546 30.840 0.03243
Sweden krona 9.2484 0.1081 7.2605 0.1377
Switzerland franc 1.2878 0.7765 1.0110 0.9891

1-mo. forward 1.2875 0.7767 1.0107 0.9894
3-mos. forward 1.2867 0.7772 1.0102 0.9900
6-mos. forward 1.2854 0.7780 1.0091 0.9910

Turkey lira 1.9226 0.5201 1.5094 0.6625
U.K. pound 0.8232 1.2148 0.6462 1.5475

1-mo. forward 0.8233 1.2146 0.6464 1.5471
3-mos. forward 0.8237 1.2141 0.6466 1.5465
6-mos. forward 0.8241 1.2134 0.6470 1.5456

MIDDLE EAST/AFRICA
Bahrain dinar 0.4802 2.0823 0.3770 2.6525
Egypt pound-a 7.2677 0.1376 5.7055 0.1753
Israel shekel 4.8022 0.2082 3.7700 0.2653
Jordan dinar 0.9015 1.1093 0.7077 1.4130
Kuwait dinar 0.3663 2.7301 0.2876 3.4777
Lebanon pound 1920.25 0.0005208 1507.50 0.0006634
Saudi Arabia riyal 4.7771 0.2093 3.7503 0.2666
South Africa rand 9.1489 0.1093 7.1824 0.1392
United Arab dirham 4.6787 0.2137 3.6730 0.2723

SDR -f 0.8420 1.1877 0.6610 1.5129

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

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

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

23 EUROPE Stoxx Europe 600 265.09 2.76 1.05% 4.7% 10.2%

14 Stoxx Europe 50 2581.53 25.61 1.00 0.1 6.0

27 Euro Zone Euro Stoxx 265.32 2.98 1.14 -3.4 1.0

14 Euro Stoxx 50 2782.43 29.54 1.07 -6.2 -1.2

15 Austria ATX 2501.43 22.13 0.89 0.2 -0.8

9 Belgium Bel-20 2577.46 21.46 0.84 2.6 5.2

12 Czech Republic PX 1142.8 6.9 0.61 2.3 -0.4

21 Denmark OMX Copenhagen 386.69 6.18 1.62 22.5 21.9

15 Finland OMX Helsinki 6921.72 64.28 0.94 7.2 7.3

13 France CAC-40 3722.15 44.94 1.22 -5.4 0.4

13 Germany DAX 6221.52 57.08 0.93 4.4 11.2

... Hungary BUX 23297.66 -75.00 -0.32% 9.8 22.4

13 Ireland ISEQ 2780.60 22.83 0.83 -6.5 -12.8

15 Italy FTSE MIB 20858.47 278.21 1.35 -10.3 -8.7

14 Netherlands AEX 334.59 3.16 0.95 -0.2 9.4

9 Norway All-Shares 414.53 3.17 0.77 -1.3 15.1

17 Poland WIG 43796.03 96.68 0.22 9.5 18.3

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

12 Portugal PSI 20 7438.71 74.39 1.01 -12.1 -7.8

... Russia RTSI 1492.00 23.89 1.63% 4.6 28.2

10 Spain IBEX 35 10712.9 126.7 1.20 -10.3 -5.5

15 Sweden OMX Stockholm 333.80 2.63 0.79 11.5 17.5

13 Switzerland SMI 6425.26 38.31 0.60 -1.8 3.5

... Turkey ISE National 100 60608.08 Closed 14.7 34.9

12 U.K. FTSE 100 5494.16 64.42 1.19 1.5 10.2

18 ASIA-PACIFIC DJ Asia-Pacific 125.66 1.08 0.87 2.1 4.6

... Australia SPX/ASX 200 4582.24 45.08 0.99 -5.9 0.3

... China CBN 600 24947.25 -429.08 -1.69% -14.1 -1.4

13 Hong Kong Hang Seng 21167.27 78.41 0.37 -3.2 0.5

20 India Sensex 18799.66 132.95 0.71 7.6 15.9

... Japan Nikkei Stock Average 9098.39 73.79 0.82 -13.7 -13.5

... Singapore Straits Times 3022.28 10.86 0.36 4.3 12.7

11 South Korea Kospi 1784.36 5.14 0.29 6.0 8.5

15 AMERICAS DJ Americas 296.05 0.93 0.32 -0.1 7.8

... Brazil Bovespa 66569.42 162.14 0.24 -2.9 14.1

17 Mexico IPC 32531.75 122.15 0.38 1.3 10.9

*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 1.0801 1.6715 1.0684 0.1488 0.0350 0.1747 0.0129 0.2865 1.3759 0.1848 1.0473 ...

Canada 1.0314 1.5960 1.0201 0.1420 0.0334 0.1668 0.0123 0.2736 1.3137 0.1764 ... 0.9548

Denmark 5.8456 9.0458 5.7820 0.8051 0.1895 0.9452 0.0698 1.5506 7.4461 ... 5.6679 5.4119

Euro 0.7851 1.2148 0.7765 0.1081 0.0255 0.1269 0.0094 0.2082 ... 0.1343 0.7612 0.7268

Israel 3.7700 5.8339 3.7290 0.5192 0.1222 0.6096 0.0450 ... 4.8022 0.6449 3.6554 3.4903

Japan 83.7700 129.6299 82.8586 11.5378 2.7163 13.5452 ... 22.2202 106.7062 14.3304 81.2236 77.5543

Norway 6.1845 9.5702 6.1172 0.8518 0.2005 ... 0.0738 1.6405 7.8778 1.0580 5.9965 5.7256

Russia 30.8400 47.7234 30.5045 4.2476 ... 4.9867 0.3682 8.1804 39.2840 5.2758 29.9026 28.5517

Sweden 7.2605 11.2353 7.1815 ... 0.2354 1.1740 0.0867 1.9259 9.2484 1.2420 7.0398 6.7218

Switzerland 1.0110 1.5645 ... 0.1392 0.0328 0.1635 0.0121 0.2682 1.2878 0.1730 0.9803 0.9360

U.K. 0.6462 ... 0.6392 0.0890 0.0210 0.1045 0.0077 0.1714 0.8232 0.1105 0.6266 0.5983

U.S. ... 1.5475 0.9891 0.1377 0.0324 0.1617 0.0119 0.2653 1.2738 0.1711 0.9696 0.9258

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of September 09, 2010

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.60% 15 ALL COUNTRY (AC) WORLD* 291.10 -0.35% -2.8% 5.8%

2.70 15 World (Developed Markets) 1,128.59 -0.43 -3.4 4.0

2.50 15 World ex-EMU 134.98 -0.35 -1.2 6.5

2.60 15 World ex-UK 1,124.27 -0.31 -3.3 3.9

3.20 15 EAFE 1,485.17 -0.25 -6.0 -0.9

2.30 14 Emerging Markets (EM) 1,004.55 0.16 1.5 19.7

3.50 14 EUROPE 91.01 1.00 3.1 10.8

3.70 13 EMU 153.15 -0.95 -15.1 -9.5

3.40 13 Europe ex-UK 97.40 0.79 0.8 7.6

4.70 12 Europe Value 97.72 0.97 -1.7 3.1

2.40 17 Europe Growth 82.14 1.03 7.8 19.0

2.30 20 Europe Small Cap 174.06 0.95 10.8 18.5

2.10 9 EM Europe 313.18 1.25 12.4 34.7

3.70 15 UK 1,608.69 0.39 0.1 10.1

2.90 16 Nordic Countries 158.67 1.36 16.4 22.9

1.80 8 Russia 747.30 1.64 0.1 22.2

2.40 20 South Africa 733.72 0.49 3.7 9.5

2.90 16 AC ASIA PACIFIC EX-JAPAN 417.51 0.51 0.2 15.9

2.00 17 Japan 510.37 -1.71 -10.2 -14.5

2.30 16 China 62.63 -1.56 -3.4 10.3

1.00 20 India 748.61 -0.05 5.9 20.3

1.40 10 Korea 500.54 -0.67 4.1 11.3

3.80 24 Taiwan 276.50 -0.41 -6.6 10.6

2.10 16 US BROAD MARKET 1,228.04 -0.64 -0.7 8.8

1.40 42 US Small Cap 1,725.64 -0.71 3.3 13.8

2.50 15 EM LATIN AMERICA 4,118.09 0.19 0.0 25.0

*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.

2.34% 15 Global TSM 2294.62 0.60% 4.5%

2.07 15 Global Dow 1380.50 0.68% 13.7% 1867.55 0.62 -0.6

2.40 13 Global Titans 50 168.10 0.76 12.3 159.94 0.70 -1.8

2.78 16 Europe TSM 2490.29 0.98 -3.4

2.39 16 Developed Markets TSM 2209.33 0.62 3.0

2.23 12 Emerging Markets TSM 4296.50 0.40 18.7

2.80 27 Africa 50 886.00 0.32 22.9 716.28 0.26 7.4

2.67 13 BRIC 50 486.60 0.45 27.2 590.97 0.40 11.2

3.10 18 GCC 40 602.40 0.29 8.4 487.02 0.23 -5.2

2.03 15 U.S. TSM 11368.71 0.31 6.6

3.09 26 Kuwait Titans 30 -c 215.40 -7.9

1.67 RusIndex Titans 10 -c 3500.50 1.26 41.9 5699.52 1.27 23.9

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

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

2.00% 10 Turkey Titans 20 -c 664.00 0.47% 56.0% 733.12 37.1%

4.70 14 Global Select Div -d 181.30 0.63 20.7 197.58 0.58% 5.5

5.46 11 Asia/Pacific Select Div -d 273.27 0.89 5.2

4.31 13 U.S. Select Dividend -d 327.29 0.40 13.0

1.71 17 Islamic Market 1918.40 0.46 4.5

2.09 13 Islamic Market 100 1808.30 0.66 13.7 1971.27 0.60 -0.6

3.21 13 Islamic Turkey -c 1677.20 0.47 40.8 3179.28 23.7

2.62 15 Sustainability 886.70 0.89 13.3 953.59 0.83 -0.9

3.44 20 Brookfield Infrastructure 1737.30 0.52 34.9 2109.78 0.47 18.0

1.23 19 Luxury 1065.20 0.50 28.6 1150.30 0.44 12.5

3.11 8 UAE Select Index 233.84 -23.8

DJ-UBS Commodity 146.00 -0.23 22.7 135.03 -0.29 7.3

*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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Health outlays seen rising
The health-care overhaul enacted

last spring won’t significantly
change national health spending
over the next decade compared with
projections before the law was
passed, according to government
figures released Thursday.

The report by federal number-
crunchers casts fresh doubt on Dem-
ocrats’ argument that the health-
care law would curb the sharp in-
crease in costs over the long term,
the second setback this week for one
of the party’s biggest legislative
achievements.

The Wall Street Journal reported
Wednesday that insurance compa-
nies have proposed rate increases
ranging from 1% to 9% nationwide
that they attribute specifically to
new health-law coverage mandates.

Democrats signaled they would
ratchet up pressure on the compa-
nies. “Insurers are using the con-
sumer protections in health reform
as a cover for their own greed,” said
Rep. Pete Stark (D., Calif.), chairman
of the House Ways and Means health
subcommittee.

Michigan Rep. Dave Camp, the
top Republican on that committee,
said the rate increases underscore
why lawmakers should repeal the
legislation and replace it with
changes that make care more afford-
able.

Regardless of the health law, na-
tional health spending has been ris-
ing in recent years and economists
expect that to continue. In February,
the federal Centers for Medicare and
Medicaid Services projected that
overall national health spending
would increase an average of 6.1% a
year over the next decade.

The center’s economists recalcu-
lated the numbers in light of the
health bill and now project that the
increase will average 6.3% a year, ac-
cording to a report in the journal
Health Affairs. Total U.S. health
spending will reach $4.6 trillion by
2019, accounting for nearly one of
every five U.S. dollars spent, the re-
port says.

“The overall net impact is moder-
ate,” said lead author Andrea Sisko,
an economist at the Medicare
agency. “The underlying impacts on
coverage and financing are more
pronounced.”

The White House said the law
will lower costs for insured consum-
ers by removing the hidden price
they pay to subsidize the uninsured.

In the next year, spending from
private health insurance is expected
to grow while out-of-pocket medical
costs decline because more people
will stay on Cobra insurance coverage
for the unemployed, the report said.

The law’s early provisions will in-

crease overall health-care spending,
the report says, while adding to ben-
efits for consumers. The creation of
new high-risk insurance pools, a re-
quirement that children can stay on
their parents’ insurance plans until
age 26 and other early provisions
will increase U.S. health expendi-
tures by $10.2 billion through 2013,
the report says.

The new projections take into ac-
count other factors, including a de-
lay in payment cuts to doctors who
treat Medicare patients.

U.S. health spending is projected
to rise 9.2% in 2014, up from the
6.6% projected before the law took
effect. New mechanisms kick in that
year to expand insurance coverage.
The report estimates 92.7% of U.S.
residents will have health insurance
by 2019, up from 84% this year.

Once the insurance expansion be-
gins, U.S. health spending is ex-
pected to grow slightly more slowly.
Between 2015 and 2019, the report
predicts, it will increase 6.7% a year
on average, down from the 6.8% pro-
jected before the overhaul passed.

Out-of-pocket spending is ex-
pected to fall sharply starting in
2014 when more people gain insur-
ance coverage through new tax cred-
its and an expanded Medicaid fed-
eral-state insurance program. But an
excise tax on high-cost plans that
takes effect in 2018 will increase
out-of-pocket spending as insurance
providers reduce their plan benefits
to stay below the tax threshold. The
law is expected to slow growth in
Medicare spending by 1.4 percentage
points because it contains lower
payments to health-care providers.

BY JANET ADAMY

Highway deaths show big drop
Highway deaths in the U.S. fell

last year to the lowest level since
1950, a milestone that government
and industry officials credited to
safer cars, safer drivers and, possi-
bly, the slow economy.

Highway crashes killed 33,808
people in the U.S. in 2009, down
9.7% from 37,243 people in 2008,
the U.S. Transportation Department
said Thursday. The fatality
rate—calculated as deaths per 100
million vehicle-miles traveled—fell
to 1.13 from 1.26 in 2008.

Wrecks on the highway remain a

leading cause of death and serious
injury in the U.S. But despite recent
scares about runaway cars, and con-
cern about texting and telephoning
behind the wheel, driving in the U.S.
is the safest it has been since the
post-World War II boom made car
ownership and long commutes stan-
dard features of American life.

Transportation Secretary Ray La-
Hood cited several factors for the
declining death rates, including
drivers who are buckling on their
seat belts at record rates and less
frequently driving after drinking al-
cohol. Alcohol-related deaths fell
7.4% to 10,839 in 2009.

The economy played a role, too,
Mr. LaHood said. “Because of the
economic downturn, fewer people
may be going out for after-work or
evening entertainment, which the
data suggest are higher-risk trips
than the daily commute,” he said.
But when the economy rebounds, he
said, death rates could, too.

The decline in highway death
rates has coincided with a turn-
around in the auto industry’s ap-
proach toward safety. For decades,
auto makers resisted calls for new
standard safety equipment. Now,
safety technology is routinely high-
lighted in industry marketing.

BY JOSEPH B. WHITE

U.S. NEWS

Law’s effect
The rate of increase in total U.S. health spending will be little changed
by the health-care overhaul, according to federal economists.

*Children’s Health Insurance Program Sources: Centers for Medicare & Medicaid Services; Health Affairs
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While
Democratic
President Barack
Obama stood
before a crowd in
Cleveland

delivering a speech describing his
economic philosophy Wednesday,
Republican Rep. Paul Ryan sat in
his Racine, Wis., district office,
eating a Quiznos sandwich and
describing his.

Those parallel discussions are
significant, because these bright
young men—Mr. Obama is 49, Mr.
Ryan 40—have become the
opposite poles of economic debate
in the current congressional
campaign.

Mr. Obama describes an
America where the middle class
has been squeezed by tax cuts for
the wealthy that have left
education, research and
infrastructure investments under-
funded, undermining job creation
even as unfettered market forces
helped push wealth away from
Middle America and toward the
top.

Mr. Ryan, ranking Republican
on the House Budget Committee,
describes an America where the
middle class finds its aspirations
snuffed out by job-killing tax rates
and the massive burden of health
and Social Security programs that
need to be transformed with
market forces and eased into the
private sector.

Republicans caricature the
Obama view as a nanny-state
philosophy that strangles growth.
Democrats caricature the Ryan
view as a Darwinian philosophy in
which the social safety net is
shredded.

Either way, the words of these
two refute the notion that
elections don’t offer real choices.
Listen to Mr. Obama in
Wednesday’s speech:

“I ran for president because for
much of the last decade, a very
specific governing philosophy had
reigned about how America
should work: Cut taxes, especially
for millionaires and billionaires.
Cut regulations for special
interests. Cut trade deals even if
they didn’t benefit our workers.
Cut back on investments in our
people and in our future—in
education and clean energy, in
research and technology. The idea
was that if we just had blind faith
in the market, if we let
corporations play by their own
rules, if we left everyone else to
fend for themselves that America
would grow and America would
prosper.”

Mr. Obama then described his
alternative view:

“But in the words of the first
Republican president, Abraham
Lincoln, I also believe that
government should do for the
people what they cannot do better
for themselves. And that means
making the long-term investments
in this country’s future that
individuals and corporations can’t
make on their own: investments
in education and clean energy, in
basic research and technology and
infrastructure.”

So Mr. Obama calls for a
government prodding the
economy forward. Thus, he’s
offered new proposals for rapid
tax write-offs to encourage
business investments, while also
expanding regulation of Wall
Street and seeking a rise in
income tax rates to pre-George W.
Bush levels for those making more
than $250,000 a year: “This isn’t
to punish folks who are better
off—God bless them. It’s because
we can’t afford the $700 billion
price tag” of extending the Bush
tax cut for those Americans.

As for a partial privatization of
Social Security: “As long as I’m
president, no one is going to take
the retirement savings of a
generation of Americans and hand
it over to Wall Street.”

Now listen to Mr. Ryan offer
his retort in an interview the
same afternoon: “They want to
divide the world into class
structures. We should not take the
bait on that.”

He describes his alternate
philosophy: “I would rather speak
to people’s aspirations and
dreams, with an approach that
rewards risk-taking and individual
aspirations and success.”

America’s economy, he says,
isn’t in the same position as in the
last century, “when we were the
undisputed economic superpower.
We’re not. We have to worry
about our tax rates.”

So Mr. Ryan likes and supports
the Obama proposal for tax breaks
for business investment and
research; indeed, they were part
of an economic stimulus plan he
proposed last year. But he
vehemently opposes any rollback
in income-tax cuts.

His broader view is outlined in
a blueprint ambitiously titled “A
Roadmap for America’s Future.” It
calls for lightening the tax burden
in part by reducing the scope of
government’s social contract.

Health coverage would shift
from being a joint government
and employer responsibility to an
individual one. Working
Americans would get significant
tax credits to purchase insurance.

Medicare would be
transformed into an annual
payment to purchase private
insurance for those 55 and under,
and they would get the option of
investing a third of their Social
Security taxes into private
accounts.

All that would help clear the
way for a flatter tax code and
lower corporate tax rates to spur
job creation.

Mr. Ryan knows he’s provided
Democrats a big target by putting
Medicare and Social Security on
the table.

But, he notes wryly, “I didn’t
think I would become their
playbook.”

In any case, he and the
president show there’s a real
debate under way.

[ Capital Journal ]

BY GERALD F. SEIB

Sharp debate offers voters
a real choice on the economy

Messrs. Obama and Ryan
have become the opposite
poles of economic debate in
the midterm campaign.

Friday - Sunday, September 10 - 12, 2010 THE WALL STREET JOURNAL. 25

Major players � benchmarks
Below, a look at the Dow Jones Stoxx 50,
the biggest and best known companies in
Europe, including the U.K.

Credit derivatives
Spreads on credit derivatives are one way the market rates
creditworthiness. Regions that are treading in rough waters can see
spreads swing toward the maximum—and vice versa. Indexes below
are for five-year swaps.

Markit iTraxx Indexes SPREAD RANGE, in pct. pts.
Mid-spread, since most recent roll

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average

Europe: 13/1 1.09 99.60% 0.01% 1.42 0.75 1.08

Eur. High Volatility: 13/1 1.61 97.30 0.01 2.16 1.11 1.59

Europe Crossover: 13/2 4.92 100.31 0.05 5.88 4.48 5.14

Asia ex-Japan IG: 13/1 1.25 98.87 0.01 1.72 0.87 1.21

Japan: 13/1 1.08 99.65 0.01 1.76 0.85 1.20

Note: Data as of September 8

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

In percentage points

2.00

1.50

1.00

0.50

0

t

Australia

t

Japan

2010
Mar. April May June July Aug. Sept.

Index roll

Source: Markit Group

Tracking
credit
markets �
dealmakers

Dow Jones Industrial Average P/E: 14
LAST: 10420.91 s 33.90, or 0.33%

YEAR TO DATE: t 7.14, or 0.1%

OVER 52 WEEKS s 793.43, or 8.2%

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

Previous
close, in STOCK PERFORMANCE

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

Barclays U.K. Banks 71,767,909 323.35 4.98% 17.2% -12.1%

Societe Generale France Banks 5,437,295 43.59 3.42 -11.0 -9.5

Intesa Sanpaolo Italy Banks 109,172,025 2.45 3.15 -22.1 -17.4

ING Groep Netherlands Life Insurance 23,335,086 7.66 2.81 11.0 -12.2

Daimler AG Germany Automobiles 5,483,325 43.08 2.57 15.7 29.0

AXA France Full Line Insurance 14,197,377 12.91 -0.81% -21.9 -20.5

RWE AG Germany Multiutilities 2,983,028 53.85 -0.72 -20.8 -13.9

E.ON AG Germany Multiutilities 9,734,898 23.34 -0.51 -20.2 -19.3

Nestle S.A. Switzerland Food Products 5,789,406 53.85 -0.37 7.3 24.3

Vodafone Group U.K. Mobile Telecommunications 73,888,721 159.45 -0.22 11.0 15.3

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

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

L.M. Ericsson Telephone Series B 13,833,818 80.00 2.56% 21.4% 11.7%
Sweden (Communications Technology)
SAP AG 4,587,586 36.36 2.55 10.2 3.6
Germany (Software)
UniCredit 286,349,757 1.99 2.52 -11.0 -18.3
Italy (Banks)
Credit Suisse Group 4,970,364 46.28 2.21 -9.6 -15.2
Switzerland (Banks)
Deutsche Bank 6,351,516 50.02 2.06 1.2 0.6
Germany (Banks)
Rio Tinto 7,912,994 3,540 2.00 4.4 39.1
U.K. (General Mining)
Banco Bilbao Vizcaya Argentaria 30,423,649 10.04 1.93 -21.1 -17.8
Spain (Banks)
BHP Billiton 8,326,802 1,926 1.90 -3.5 15.7
U.K. (General Mining)
BNP Paribas 3,756,272 54.46 1.79 -2.6 5.9
France (Banks)
BG Group 4,188,178 1,095 1.72 -2.5 -0.9
U.K. (Integrated Oil & Gas)
ABB Ltd. 6,267,104 20.83 1.61 7.2 -0.5
Switzerland (Industrial Machinery)
Anglo American 3,215,172 2,537 1.52 -6.4 24.4
U.K. (General Mining)
UBS 14,273,019 18.16 1.45 13.1 -2.8
Switzerland (Banks)
Sanofi-Aventis 3,263,643 48.47 1.42 -12.0 1.6
France (Pharmaceuticals)
Banco Santander 45,949,314 9.93 1.33 -14.1 -5.7
Spain (Banks)
Assicurazioni Generali 5,937,035 14.84 1.16 -21.1 -14.6
Italy (Full Line Insurance)
British American Tobacco 3,654,388 2,346 1.14 16.3 19.9
U.K. (Tobacco)
Total S.A. 5,391,878 39.09 1.13 -13.1 -6.4
France (Integrated Oil & Gas)
GDF Suez 3,342,986 26.94 1.05 -11.1 -11.5
France (Multiutilities)
HSBC Holdings 25,781,146 661.60 1.04 -6.7 1.1
U.K. (Banks)

Latest,
in local STOCK PERFORMANCE

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

ENI 81,104,434 16.50 0.98% -7.3% -4.6%
Italy (Integrated Oil & Gas)
Nokia 22,321,866 7.74 0.98 -13.2 -25.8
Finland (Telecommunications Equipment)
BASFn.DE 2,637,358 43.51 0.96 0.1 21.2
BASFn.DE (BASFn.DE)
Bayer AG 2,588,700 50.49 0.92 -9.8 10.0
Germany (Specialty Chemicals)
Diageo 3,040,578 1,094 0.83 0.9 15.3
U.K. (Distillers & Vintners)
BP PLC 27,029,384 415.45 0.80 -30.8 -24.1
U.K. (Integrated Oil & Gas)
Tesco 13,185,784 417.95 0.77 -2.3 10.5
U.K. (Food Retailers & Wholesalers)
Iberdrola 22,949,019 5.74 0.72 -13.9 -10.8
Spain (Conventional Electricity)
GlaxoSmithKline 6,393,214 1,275 0.71 -3.4 7.7
U.K. (Pharmaceuticals)
Siemens 2,823,799 75.85 0.66 18.1 17.5
Germany (Diversified Industrials)
Roche Holding 1,444,549 144.00 0.56 -18.1 -12.8
Switzerland (Pharmaceuticals)
Telefonica 19,291,142 18.02 0.56 -7.7 -0.4
Spain (Fixed Line Telecommunications)
Deutsche Telekom 10,294,080 10.50 0.53 2.0 10.1
Germany (Mobile Telecommunications)
Allianz SE 1,502,133 84.30 0.44 -3.3 3.9
Germany (Full Line Insurance)
Unilever 4,278,995 21.74 0.42 -4.5 14.4
Netherlands (Food Products)
France Telecom 6,603,792 16.32 0.37 -6.4 -11.1
France (Fixed Line Telecommunications)
Royal Dutch Shell A 4,243,253 22.17 0.29 5.0 10.7
U.K. (Integrated Oil & Gas)
Novartis 3,927,203 54.30 0.09 -3.9 9.7
Switzerland (Pharmaceuticals)
Astrazeneca 1,822,116 3,335 0.04 14.6 23.9
U.K. (Pharmaceuticals)
ArcelorMittal 7,799,380 25.24 -0.16 -21.6 -2.9
France (Iron & Steel)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 18.4 $27.90 0.51 1.86%
Alcoa AA 21.1 11.21 0.14 1.22
AmExpress AXP 5.6 40.59 0.52 1.31
BankAm BAC 135.0 13.60 0.23 1.72
Boeing BA 2.7 63.17 –1.33 –2.06
Caterpillar CAT 4.2 70.53 –0.21 –0.30
Chevron CVX 4.7 77.63 0.38 0.49
CiscoSys CSCO 33.5 20.69 0.05 0.24
CocaCola KO 5.9 58.39 0.56 0.96
Disney DIS 4.5 34.17 0.33 0.98
DuPont DD 3.5 42.29 –0.10 –0.24
ExxonMobil XOM 10.2 61.13 0.38 0.63
GenElec GE 41.1 15.92 0.22 1.39
HewlettPk HPQ 13.7 38.88 0.07 0.18
HomeDpt HD 5.8 29.47 0.02 0.07
Intel INTC 51.6 18.05 0.15 0.84
IBM IBM 2.3 126.74 0.66 0.52
JPMorgChas JPM 25.0 40.02 0.90 2.30
JohnsJohns JNJ 9.8 59.93 1.08 1.84
KftFoods KFT 5.0 30.66 0.08 0.26
McDonalds MCD 12.4 74.19 –1.89 –2.48
Merck MRK 8.1 36.09 0.28 0.78
Microsoft MSFT 33.6 24.17 0.24 1.00
Pfizer PFE 34.7 16.86 0.30 1.78
ProctGamb PG 5.3 60.46 0.09 0.15
3M MMM 1.7 82.79 0.04 0.05
TravelersCos TRV 1.8 50.32 0.46 0.92
UnitedTech UTX 1.7 68.47 ... ...
Verizon VZ 10.8 30.82 0.36 1.18

WalMart WMT 5.0 52.02 0.19 0.37

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

Hellenic Telecom Org 302 –19 –58 –52

Gecina 242 –14 –26 –57

M Real Corp 459 –12 –21 –32

TNT 118 –8 –12 –25

GDF Suez 80 –7 –9 –11

Nielsen 315 –7 –2 –49

Rhodia 346 –6 –15 21

Gov Co Bk Irlnd 385 –5 2 77

Kdom Spain 231 –5 9 16

Rep Portugal 325 –5 ... 55

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

GKN Hldgs 251 4 ... 3

Zurich Ins 109 4 –2 ...

ISS Glob 265 5 7 6

Bco Bilbao Vizcaya
Argentaria 209 5 –3 18

Bca Monte dei Paschi di
Siena 211 6 6 17

Bco Santander 175 8 3 18

CIR Cie Industriali Riunite 565 9 3 50

Bco Espirito Santo 401 10 ... 39

Bco Comercial Portugues 388 14 ... 42

Tomkins 511 27 51 118

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.

Europe: Bank revenues from equity capital markets

Behind every IPO,
follow-on or
convertible equity
offering is one or
more investment
banks. At right,
investment banks
historical and year-
to-date revenues
from global equity-
capital-market
(ECM) deals

Source: Dealogic
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U.S. Marines rescue pirated vessel
DUBAI—U.S. Marines early

Thursday boarded and seized con-
trol of a German-owned commercial
vessel that had been commandeered
by pirates, in what appeared to be
the first American-led military
boarding of its kind amid a recent
surge of attacks in the Gulf of Aden
and along the east coast of Africa.

A raiding party of 24 Marines
boarded the ship about 140 kilome-
ters southeast of Mukallah, Yemen,
in the Gulf of Aden, according to the
U.S. Navy. Pirates had captured the
vessel, which was carrying steel
chains, in the same vicinity the pre-
vious day, the Navy said.

The U.S. said there were no casu-
alties among the raiding party or the
ship’s crew. Nine alleged pirates
were captured in the operation.

The Gulf of Aden, a waterway
connecting the Red Sea with the
Arabian Sea and Indian Ocean, is a
shipping route for goods going to
and from Europe and Asia. It is also

an important oil-supply route.
Somalia-based pirates started to

ratchet up their attacks in the gulf
and along the east coast of Africa in
2008. In January 2009, the U.S. set
up Combined Task Force 151, de-
signed specifically to fight the new
piracy threat. Other bodies, includ-
ing the European Union, have estab-
lished their own maritime task
forces, which tend to operate in co-
ordination with one another, and
with individual navies. Iranian and
Chinese ships have also cooperated
in more informal ways in the fight
against piracy in the region.

In the spring of 2009, the U.S.
military intervened in a pirate attack
on an American-flagged merchant
ship attacked offshore east Africa.

The crew of that ship retook con-
trol of the vessel, but pirates es-
caped in a lifeboat with the captain
of the ship as a hostage. U.S. snipers
killed three pirates, captured a
fourth and freed the captain in an
elaborate naval rescue.

American warships since then

have intervened a number of times
to ward off attacks while they were
under way, often sending helicopters
over ships being pursued by pirates,
for instance. But this appeared to be
the first time since the Somali pi-
racy boom began that a U.S. military
team boarded a large vessel under

pirate control.
French commandos have in the

past stormed French-owned ships
taken by pirates, with mixed results.
In April, the French Navy recaptured
a 14-meter sailing yacht from pi-
rates, who were holding five hos-
tages, including a toddler. One of the
hostages was killed during the
French operation.

Amid the increase in attacks, a
number of multinational naval task
forces have sprung up to patrol pi-
rate-infested waters in and around
the Gulf of Aden. Still, naval com-
manders often have been frustrated
by not having ships or aircraft avail-
able to respond to attacks, because
of the large expanse of ocean they
are patrolling.

A U.S. Navy spokesman said
Thursday’s raid didn’t necessarily
signal a change in tactics in the U.S.
response to pirate attacks. Because
commanders had resources avail-
able, they decided to act, he said.

“This is a case of us having the
right people, with the right capabili-

ties at the right place and at the
right time,” said Lt. John Fage, a
spokesman for the U.S. Fifth Fleet,
based in Bahrain.

The Fifth Fleet said 24 Marines
from the 15th Marine Expeditionary
Unit, attached to the amphibious
warship USS Dubuque, boarded the
German-owned M/V Magellan Star,
after pirates attacked it the previous
day. The U.S. military said a warship
from Turkey, currently in command
of a multinational antipiracy task
force in the region, responded to a
distress call from the German ship.
Two U.S. warships from the task
force, the USS Dubuque and the
guided-missile cruiser USS Princeton,
joined the Turkish ship on the scene.

A spokesman for the task force
said no shots were fired during the
boarding, which lasted about one
hour. No pirates were injured in the
operation, he said.

The U.S. Navy said the pirates
were “currently under control” of
the task force, “pending further dis-
position.”

BY CHIP CUMMINS

A U.S. Navy photo shows the USS Dubuque, center, and U.S. helicopters providing aerial cover as Marines carried out the rescue of the German-owned M/V Magellan Star early Thursday.

Somali militants turn
to piracy to fund attacks

A Somali militant group that has
pledged allegiance to al Qaeda has
turned to piracy to finance its effort
to topple Somalia’s government,
posing new risks for shipping com-
panies and the international naval
forces patrolling the waters off the
horn of Africa.

Al Shabaab, which has been des-
ignated by the U.S. as a terrorist
group, has proceeded from taxing
Somali pirates’ ransom revenue to
dispatching its own fighters to at-
tack ships—American vessels in par-
ticular—according to pirates, al Sha-
baab officials, residents of seaside
towns and the Somali government.

In a recent sermon in the south-
ern port city of Kismayo, Sheikh
Mahad, a senior al Shabaab official,
branded the group’s piracy as “sea
jihad” and called on young militants
about to head to sea to target Amer-
ican ships. “America is our enemy,”
he said, according to a person who
was present and recorded the ser-
mon. “We have to retaliate against
them by sea or by land.”

The U.S. views the Somali gov-
ernment as a bulwark against al
Shabaab and a rare chance for sta-
bility in Somalia—though it controls
only a few blocks of the capital, Mo-

gadishu, under the protection of Af-
rican Union troops.

Much of southern and central
Somalia is controlled by al Shabaab.
The rest is dominated by other mili-
tant groups, clans and along the
northern coast, pirates.

Al Shabaab has been waging an
offensive against the government
since the beginning of Ramadan that
has left 230 people dead and about
20,000 people displaced, according
to the United Nations. On Thursday,
al Shabaab suicide bombers struck
Mogadishu’s airport, leaving two Af-
rican Union troops, two civilians
and five militants dead.

In July, al Shabaab claimed re-
sponsibility for its first known at-
tack outside the country: three coor-
dinated bombings in the Ugandan
capital of Kampala that killed at
least 79 people. The suspected mas-
termind of the attack said Ameri-
cans were among its targets.

Al Shabaab largely funds itself
by taxing businesses that operate in
the territory it controls—much of
southern and central Somalia—as
well as with contributions from sup-
porters outside the country.

In recent months, the group has
sought more funds to support its
fight. “We know they are directly
using the pirates” to raise money,

said Abdirisaq Qaylow, spokesman
of Somalia’s information ministry.

Al Shabaab officials and pirates
say the group has begun to send out
militants in pirate skiffs from two
southern cities it controls, Kismayo
and Barawe. Residents of the cities,
which previously weren’t believed to
be involved in piracy, say they have
seen militants heading out to sea
with rocket-propelled grenades and
AK-47 rifles.

Since January, there have been
119 attempted or successful hijack-
ings by Somali pirates, according to
the International Maritime Bureau.
Analysts say the average ransom
payment to Somali pirates is about
$2 million, twice last year’s average.
Shipping companies have become
increasingly willing to pay as
quickly as possible to secure a ship’s
release, according to Roger Middle-
ton, an analyst at Chatham House
who studies piracy.

In January, hijackers aboard a
Greek supertanker reported receiv-
ing $7 million to release it—the
highest ransom that has been reli-
ably reported, according to analysts.

The piracy boom has prompted
foreign governments to dispatch
multinational naval patrols, includ-
ing the European Union Naval Force
Somalia’s Operation Atalanta. Rus-

sia, Japan and China have also sent
warships to patrol these waters, and
the U.S. Navy has established a mul-
tinational antipiracy task force.

An al Shabaab associate and
businessman said the group has at-
tempted to attack American ships,
but hasn’t succeeded.

Spokesmen for the U.S. Fifth
Fleet, which oversees the U.S. task
force, and the EU Naval Force de-
clined to comment on al Shabaab’s
threat to attack U.S. ships.

The Islamist militants-turned-pi-
rates have been instructed to avoid
ships from Muslim countries, in
contrast to established Somali pi-
rates, who are known for an impious
lifestyle and chiefly seek targets
that are easier to board from their
small skiffs.

Al Shabaab’s piracy activities be-
gan with a militant leader who hails

from the pirate haven Harardheere,
and whose clan is involved in the pi-
racy business, according to an al
Shabaab official.

About five months ago, when al
Shabaab commanders called a meet-
ing to discuss the group’s need for
funds, the leader proposed launch-
ing the group’s own pirate skiffs, ac-
cording to an al Shabaab member
based at Kismayo port.

Veteran pirates complain that
the involvement of a terrorist-
branded militant group carries risks
for them. “This could cause the an-
tipiracy ships to shoot us since [al
Shabaab] is an enemy to them,” said
Nur Abdi, a Somali pirate in Kis-
mayo. “If the Americans find out,
every seized ship will be rescued by
force, and that’s troublesome!”

—Spencer Swartz
contributed to this article.

BY SARAH CHILDRESS

Al Shabaab militants take part in an exercise in southern Mogadishu Sunday.
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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. Espanya EU EQ AND 09/07 EUR 12.12 -12.9 -7.1 -3.9
Andfs. Estats Units US EQ AND 09/07 USD 13.92 -7.3 2.4 -8.5
Andfs. Europa EU EQ AND 09/07 EUR 7.18 -8.5 -3.1 -7.2
Andfs. Franca EU EQ AND 09/07 EUR 8.87 -8.9 -1.9 -7.5
Andfs. Japo JP EQ AND 09/07 JPY 450.71 -11.8 -10.9 -12.6
Andfs. Plus Dollars US BA AND 09/07 USD 9.44 0.0 4.4 -2.0
Andfs. RF Dolars US BD AND 09/07 USD 11.88 3.9 7.2 2.4
Andfs. RF Euros EU BD AND 09/07 EUR 11.09 2.5 4.9 2.5
Andorfons EU BD AND 09/07 EUR 14.76 1.8 5.1 2.1
Andorfons Alternative Premium GL EQ AND 07/31 EUR 98.31 -0.7 2.4 -6.5
Andorfons Mix 30 EU BA AND 09/07 EUR 9.56 0.0 4.6 -3.5
Andorfons Mix 60 EU BA AND 09/07 EUR 9.00 -2.9 3.1 -8.7

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 09/03 USD 342414.98 24.7 59.5 28.6

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT EQ LUX 09/09 EUR 8.90 0.5 0.5 -3.7
DJE-Absolut P GL EQ LUX 09/09 EUR 211.13 3.1 10.6 1.2
DJE-Alpha Glbl P EU BA LUX 09/09 EUR 175.49 -1.5 4.9 0.1
DJE-Div& Substanz P EU EQ LUX 09/09 EUR 226.11 5.1 12.8 4.6
DJE-Gold&Resourc P OT EQ LUX 09/09 EUR 209.28 22.9 31.4 20.5
DJE-Renten Glbl P EU BD LUX 09/09 EUR 137.38 5.2 7.3 6.5
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 09/09 EUR 17.36 -2.0 4.3 1.9
LuxTopic-Pacific AS EQ LUX 09/09 EUR 19.76 20.6 38.0 10.8

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 09/06 JPY 10340.42 4.2 NS NS
Prosperity Return Fund B EU BD LUX 09/06 JPY 8991.01 -9.1 NS NS
Prosperity Return Fund C EU BD LUX 09/06 USD 95.84 -0.6 NS NS
Prosperity Return Fund D EU BD LUX 09/06 EUR 112.91 15.6 NS NS
Renaissance Hgh Grade Bd A JP BD LUX 09/06 JPY 10425.83 5.3 NS NS
Renaissance Hgh Grade Bd B EU BD LUX 09/06 JPY 9011.44 -8.6 NS NS
Renaissance Hgh Grade Bd C EU BD LUX 09/06 USD 95.44 -0.1 NS NS
Renaissance Hgh Grade Bd D EU BD LUX 09/06 EUR 108.28 11.2 NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI EU EQ SVN 09/08 EUR 20.64 -15.1 -19.7 -32.0
MP-TURKEY.SI OT OT SVN 09/08 EUR 44.66 28.6 48.2 9.1

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 09/08 EUR 15.02 12.3 18.5 4.9
Parex Eastern Europ Bd EU BD LVA 09/08 USD 16.90 15.4 24.4 10.0
Parex Russian Eq EE EQ LVA 09/08 USD 21.65 10.9 29.6 0.0

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 09/08 EUR 140.71 16.0 34.8 NS
Pictet-Asian Eq ExJpn-I USD AS EQ LUX 09/09 USD 175.17 -0.1 11.9 4.8
Pictet-Asian Eq ExJpn-P USD AS EQ LUX 09/09 USD 165.75 -0.7 11.0 3.9
Pictet-Biotech-P USD OT EQ LUX 09/08 USD 264.09 -6.7 -8.1 -12.9
Pictet-CHF Liquidity-P CH MM LUX 09/08 CHF 124.13 -0.1 -0.1 0.1
Pictet-CHF Liquidity-P dy CH MM LUX 09/08 CHF 93.34 -0.1 -0.1 0.1
Pictet-Conv. Bonds-P EUR EU BD LUX 09/08 EUR 99.55 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 09/08 USD 123.81 6.0 19.6 10.6
Pictet-Eastern Europe-P EUR EU EQ LUX 09/08 EUR 367.05 16.7 42.1 3.4
Pictet-Emerging Markets-P USD GL EQ LUX 09/09 USD 529.78 -0.7 13.5 2.9
Pictet-Eu Equities Sel-P EUR EU EQ LUX 09/08 EUR 431.56 5.8 14.1 -2.6
Pictet-EUR Bonds-P EU BD LUX 09/08 EUR 411.04 6.9 8.1 6.2
Pictet-EUR Bonds-Pdy EU BD LUX 09/08 EUR 301.42 6.9 8.1 6.2
Pictet-EUR Corporate Bonds-P EU BD LUX 09/08 EUR 156.42 5.8 9.1 9.5
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 09/08 EUR 106.04 5.8 9.1 9.5
Pictet-EUR High Yield-P EU BD LUX 09/08 EUR 163.57 11.9 24.4 10.3
Pictet-EUR High Yield-Pdy EU BD LUX 09/08 EUR 89.65 11.9 24.4 10.3
Pictet-EUR Liquidity-P EU MM LUX 09/08 EUR 136.18 0.1 0.2 1.0
Pictet-EUR Liquidity-Pdy EU MM LUX 09/08 EUR 96.82 0.1 0.2 1.0
Pictet-EUR Sovereign Liq-P EU MM LUX 09/08 EUR 102.43 0.0 0.0 0.7
Pictet-EUR Sovereign Liq-Pdy EU MM LUX 09/08 EUR 99.94 0.0 0.0 0.7
Pictet-Europe Index-P EUR EU EQ LUX 09/08 EUR 107.00 5.9 13.2 -0.6
Pictet-European Sust Eq-P EUR EU EQ LUX 09/08 EUR 141.28 6.2 13.4 -0.6
Pictet-Glo Emerging Debt-P USD GL BD LUX 09/08 USD 265.73 9.2 14.0 14.4
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 09/08 USD 172.58 9.2 14.0 14.4
Pictet-Greater China-P USD AS EQ LUX 09/09 USD 347.69 -1.0 9.5 8.6
Pictet-Indian Equities-P USD EA EQ LUX 09/09 USD 393.33 9.1 22.8 11.2
Pictet-Japan Index-P JPY JP EQ LUX 09/09 JPY 8092.64 -8.9 -10.3 -15.9
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 09/09 JPY 4039.08 -8.6 -10.7 -15.2
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 09/09 JPY 7027.94 -9.3 -12.1 -18.9
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 09/09 JPY 6786.63 -9.7 -12.6 -19.4
Pictet-MENA-P USD OT OT LUX 09/08 USD 49.52 10.4 2.5 NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 09/09 USD 278.16 1.8 13.6 8.0
Pictet-Piclife-P CHF CH BA LUX 09/08 CHF 783.89 -0.9 2.2 -0.6
Pictet-Premium Brands-P EUR OT EQ LUX 09/08 EUR 79.10 21.1 38.4 10.6
Pictet-Russian Equities-P USD EE EQ LUX 09/08 USD 67.46 4.7 36.6 2.1
Pictet-Security-P USD GL EQ LUX 09/08 USD 108.73 9.2 21.9 7.3
Pictet-Small Cap Europe-P EUR EU EQ LUX 09/08 EUR 505.63 11.7 17.6 0.7
Pictet-Timber-P USD GL EQ LUX 09/08 USD 106.70 0.2 15.9 NS
Pictet-USA Index-P USD US EQ LUX 09/08 USD 89.94 -0.8 8.2 -5.7
Pictet-USD Government Bonds-P US BD LUX 09/08 USD 546.99 7.7 7.2 5.7
Pictet-USD Government Bonds-Pdy US BD LUX 09/08 USD 391.11 7.7 7.2 5.7
Pictet-USD Liquidity-P US MM LUX 09/08 USD 131.16 0.1 0.1 0.6
Pictet-USD Liquidity-Pdy US MM LUX 09/08 USD 84.93 0.1 0.1 0.6
Pictet-USD Sovereign Liq-P US MM LUX 09/08 USD 101.61 0.1 0.0 0.6
Pictet-USD Sovereign Liq-Pdy US MM LUX 09/08 USD 100.11 0.1 0.1 0.6
Pictet-Water-P EUR GL EQ LUX 09/08 EUR 137.87 11.2 20.6 1.1
Pictet-World Gvt Bonds-P USD EU BD LUX 09/09 USD 172.37 4.4 3.8 7.5
Pictet-World Gvt Bonds-Pdy USD EU BD LUX 09/09 USD 139.78 4.4 3.8 7.5

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 09/08 USD 14.38 6.9 23.9 10.5
Japan Fund USD JP EQ IRL 09/09 USD 16.22 2.1 -4.9 5.8
Polar Healthcare Class I USD OT EQ IRL 09/08 USD 12.10 -6.4 1.3 NS
Polar Healthcare Class R USD OT EQ IRL 09/08 USD 12.04 -6.7 0.8 NS

n Hemisphere Management (Ireland) Limited

Discovery USD A OT OT CYM 07/30 USD 105.78 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 08/31 USD 10.48 35.9 -24.7 -17.9
Europn Conviction USD B EU EQ CYM 07/30 USD 134.92 -1.8 4.4 9.7
Europn Forager USD B EU EQ CYM 07/30 USD 227.24 1.5 12.8 8.5
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 07/30 USD 181.06 -1.6 3.3 4.8

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund GL EQ BMU 09/01 USD 157.82 23.9 42.3 20.6

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
ACTION FRANCE A EU EQ IRL 09/08 EUR 681.95 -3.6 3.1 -6.8
CORE EUROZONE EQ B EU EQ IRL 09/08 EUR 817.73 -1.7 4.4 -4.4
EURO FIXED INCOME A EU BD IRL 09/08 EUR 1353.82 8.8 13.1 5.7
EURO FIXED INCOME B EU BD IRL 09/08 EUR 1451.55 9.2 13.8 6.4
EUROPEAN SMALL CAP A EU EQ IRL 09/08 EUR 1324.69 10.3 16.4 -1.1
EUROPEAN SMALL CAP B EU EQ IRL 09/08 EUR 1424.82 10.8 17.1 -0.5
EUROZONE AGG A EUR EU EQ IRL 09/08 EUR 672.32 2.5 9.1 -3.4
EUROZONE AGG B EUR EU EQ IRL 09/08 EUR 970.18 2.9 9.7 -2.8
GLB REAL EST SEC A OT EQ IRL 09/08 USD 959.57 7.0 15.6 -6.6
GLB REAL EST SEC B OT EQ IRL 09/08 USD 993.37 7.5 16.3 -6.1
GLB REAL EST SEC EH A OT EQ IRL 09/08 EUR 853.26 6.0 14.1 -9.2
GLB REAL EST SEC SH B OT EQ IRL 09/08 GBP 80.63 6.5 14.9 -9.4
GLB STRAT YIELD A EU BD IRL 09/08 EUR 1752.32 9.0 19.9 9.3
GLB STRAT YIELD B EU BD IRL 09/08 EUR 1882.84 9.5 20.7 10.0
GLOBAL BOND A EU BD IRL 09/08 EUR 1324.68 19.9 24.3 13.7
GLOBAL BOND B EU BD IRL 09/08 EUR 1416.63 20.4 25.0 14.4
GLOBAL BOND EH A GL BD IRL 09/08 EUR 1506.84 9.6 12.5 8.0
GLOBAL BOND EH B GL BD IRL 09/08 EUR 1605.99 10.0 13.2 8.7
JAPAN EQUITY A JP EQ IRL 09/08 JPY 10349.96 -11.1 -14.8 -16.5
JAPAN EQUITY B JP EQ IRL 09/08 JPY 11077.20 -10.7 -14.3 -16.0
PAC BASIN (X JPN) A AS EQ IRL 09/08 USD 2323.11 1.6 12.7 9.6
PAC BASIN (X JPN) B AS EQ IRL 09/08 USD 2489.54 2.0 13.4 10.3
PAN EUROPEAN EQUITY A EU EQ IRL 09/08 EUR 1016.51 5.6 12.1 -1.5
PAN EUROPEAN EQUITY B EU EQ IRL 09/08 EUR 1088.09 6.0 12.8 -1.0
US EQUITY A US EQ IRL 09/08 USD 847.79 -2.8 5.4 -7.5
US EQUITY B US EQ IRL 09/08 USD 911.43 -2.4 6.0 -6.9
US SMALL CAP EQUITY A US EQ IRL 09/08 USD 1303.88 1.2 11.2 -6.9
US SMALL CAP EQUITY B US EQ IRL 09/08 USD 1402.68 1.6 11.9 -6.4

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A EU BD LUX 09/08 EUR 32.71 10.3 11.2 4.0
Bonds Eur Corp A EU BD LUX 09/07 EUR 24.08 4.3 5.8 5.3
Bonds Eur Hi Yld A EU BD LUX 09/07 EUR 22.36 8.6 16.9 7.6
Bonds EURO A EU BD LUX 09/08 EUR 43.38 5.7 6.3 7.4
Bonds Europe A EU BD LUX 09/08 EUR 41.83 7.0 7.0 7.4
Bonds US MtgBkSec A US BD LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A GL BD LUX 09/07 USD 43.59 3.8 4.0 7.2
Eq. AsiaPac Dual Strategies A AS EQ LUX 09/08 USD 10.26 -1.6 9.1 4.4
Eq. China A AS EQ LUX 09/08 USD 22.41 -7.1 1.8 7.2
Eq. Concentrated Euroland A EU EQ LUX 09/08 EUR 84.96 -8.6 -4.2 -10.7
Eq. ConcentratedEuropeA EU EQ LUX 09/08 EUR 28.27 4.7 9.8 -3.8
Eq. Emerging Europe A EU EQ LUX 09/08 EUR 26.91 14.3 38.1 -4.7
Eq. Equities Global Energy OT EQ LUX 09/08 USD 15.88 -12.4 -4.9 -13.8
Eq. Euroland A EU EQ LUX 09/08 EUR 10.33 -4.6 2.1 -9.9
Eq. Euroland MidCapA EU EQ LUX 04/30 EUR 14.61 1.4 -45.7 -33.8
Eq. Euroland Small Cap A EU EQ LUX 09/08 EUR 147.81 4.7 12.1 -0.5
Eq. EurolandCyclclsA OT EQ LUX 09/08 EUR 18.13 1.9 8.6 -4.0
Eq. EurolandFinancialA OT EQ LUX 09/08 EUR 10.26 -9.3 -11.0 -14.6
Eq. Glbl Emg Cty A GL EQ LUX 09/08 USD 8.77 -9.4 0.1 -3.5
Eq. Global A GL EQ LUX 09/08 USD 26.90 -3.4 3.9 -4.5

Eq. Global Resources A GL EQ LUX 09/08 USD 114.02 4.4 15.1 5.7
Eq. Gold Mines A OT EQ LUX 09/08 USD 35.49 17.1 21.6 34.2
Eq. India A EA EQ LUX 09/08 USD 140.14 7.2 21.6 9.5
Eq. Japan CoreAlpha A JP EQ LUX 09/08 JPY 6849.66 -5.6 -13.1 -10.7
Eq. Japan Sm Cap A JP EQ LUX 09/08 JPY 960.11 -10.2 -16.9 -9.1
Eq. Japan Target A JP EQ LUX 09/09 JPY 1530.68 -6.5 -14.6 -7.7
Eq. Latin America A GL EQ LUX 09/08 USD 115.58 -0.6 20.6 3.1
Eq. US ConcenCore A US EQ LUX 09/08 USD 22.24 -1.6 9.0 0.3
Eq. US Focused A US EQ LUX 09/08 USD 15.23 -4.0 0.5 -15.2
Eq. US Lg Cap Gr A US EQ LUX 09/08 USD 14.56 -4.5 3.9 -7.6
Eq. US Mid Cap A US EQ LUX 09/08 USD 31.66 5.9 18.2 1.9
Eq. US Multi Strg A US EQ LUX 09/08 USD 20.99 -1.3 5.8 -7.7
Eq. US Rel Val A US EQ LUX 09/08 USD 20.06 -2.6 3.9 -9.5
Eq. US Sm Cap Val A US EQ LUX 09/08 USD 15.57 -2.4 3.2 -16.8
Money Market EURO A EU MM LUX 09/07 EUR 27.46 0.2 0.3 1.3
Money Market USD A US MM LUX 09/07 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 09/02 USD 834.11 -13.2 -17.2 -26.4
MENA Special Sits Fund OT OT BMU 08/31 USD 1107.94 2.7 2.1 NS
UAE Blue Chip Fund OT OT ARE 09/02 AED 4.63 -13.2 -22.1 -33.3

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

n YMR-N Series
YMR-N Growth Fund JP EQ IRL 09/09 JPY 8205.00 -13.2 -11.5 -16.1
YMR-N Small Cap Fund JP EQ IRL 09/09 JPY 5960.00 -15.0 -20.0 -13.9

n Yuki 77 Series
Yuki 77 General JP EQ IRL 09/09 JPY 5093.00 -17.2 -20.5 -22.4

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 09/09 JPY 5913.00 -13.4 -12.0 -17.8
Yuki Chugoku JpnLowP JP EQ IRL 09/09 JPY 7058.00 -6.4 -17.0 -16.6

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 09/09 JPY 3891.00 -16.7 -16.6 -22.8
Yuki Hokuyo Jpn Inc JP EQ IRL 09/09 JPY 4616.00 -12.0 -14.6 -20.0
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 09/09 JPY 4323.00 -15.3 -20.9 -14.4

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III JP EQ IRL 09/09 JPY 3671.00 -16.9 -17.7 -24.8
Yuki Mizuho Jpn Dyn Gro JP EQ IRL 09/09 JPY 3882.00 -16.8 -19.1 -24.8
Yuki Mizuho Jpn Exc 100 JP EQ IRL 09/09 JPY 5752.00 -17.5 -15.0 -20.4
Yuki Mizuho Jpn Gen JP EQ IRL 09/09 JPY 7540.00 -12.5 -13.1 -17.8
Yuki Mizuho Jpn Gro JP EQ IRL 09/09 JPY 5502.00 -13.5 -16.0 -18.3
Yuki Mizuho Jpn Inc JP EQ IRL 09/09 JPY 6894.00 -9.7 -11.8 -20.0
Yuki Mizuho Jpn Lg Cap JP EQ IRL 09/09 JPY 4419.00 -14.8 -14.8 -20.3
Yuki Mizuho Jpn LowP JP EQ IRL 09/09 JPY 10362.00 -10.4 -18.1 -14.0
Yuki Mizuho Jpn PGth JP EQ IRL 09/09 JPY 6552.00 -17.7 -20.5 -23.0
Yuki Mizuho Jpn SmCp JP EQ IRL 09/09 JPY 6085.00 -14.7 -20.2 -13.0
Yuki Mizuho Jpn Val Sel AS EQ IRL 09/09 JPY 4948.00 -12.4 -15.1 -16.3
Yuki Mizuho Jpn YoungCo AS EQ IRL 09/09 JPY 2276.00 -16.5 -28.5 -18.0

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 09/09 JPY 4746.00 -12.5 -13.2 -18.6
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GIC plans $3 billion IPO
as Singapore deals surge

SINGAPORE—Government of
Singapore Investment Corp. is set
to list some of its logistics assets
Oct. 15 through an initial public of-
fering that could raise as much as
US$3 billion, a person familiar with
the deal said Thursday, making it
the heavyweight in what is set to be
a banner year for IPOs on the city-
state’s exchange.

The sovereign-wealth fund,
through its property-investment
unit GIC Real Estate, is tapping the
IPO market by listing the assets un-
der real-estate unit Global Logistic
Properties Ltd.

If successful, the IPO would be
the biggest in Singapore since Sin-
gapore Telecommunications Ltd.
listed in 1993 and raised four billion
Singapore dollars (US$2.98 billion).
It also would dwarf CapitaMalls
Asia’s US$2.02 billion IPO last year.

A number of other large Sin-
gapore IPOs are expected to hit the
market in coming months, including
a S$1 billion IPO planned by Maple-
tree Industrial Real Estate Invest-
ment Trust, a unit linked to state
investment firm Temasek Holdings
Pte. Ltd.

A person familiar with the situa-
tion said China-based New Century
Shipbuilding also is exploring the
possibility of a S$700 million IPO

this year.
GIC’s promotional meetings with

potential investors will begin Sept.
23, with pricing expected Oct. 8. The
deal is expected to be split into a
95% global tranche and a 5% Sin-
gapore tranche.

Another person said GIC also is
in talks to attract cornerstone inves-
tors ahead of the IPO. “They are
talking to big institutional investors
and fund managers,” the person
said.

The proceeds of the IPO will be
used to support growth in China
and Japan, to pay down existing
loans and for general working-capi-
tal purposes, the first person said.

Another person familiar with the
situation said GIC could also use
part of the proceeds to fund a possi-
ble purchase of a 15% stake in Brazil
investment bank Banco BTG Pac-
tual SA. The person said GIC is in
advanced talks with the investment
bank for a stake that could cost
about US$2.4 billion.

In 2008, GIC bought U.S.-based
ProLogis’s interests in Japan and
China for a total consideration of
US$1.3 billion in a bid to consolidate
its portfolio in Japan and get a plat-
form to expand its logistics-prop-
erty business in China.

Global Logistic Properties man-
ages 53 logistics parks in 18 major
cities in China. Last month, a person
familiar with the transaction said
the estimated value of the Global
Logistic Properties assets to be par-
celed into the offering is about
US$9 billion.

Citigroup and J.P. Morgan Chase
are global coordinators and book-
runners. China International Capital
Corp., DBS and UBS also serve as
bookrunners.

GIC, which manages Singapore’s
foreign-exchange reserves, is the
world’s fourth-largest sovereign-
wealth fund in terms of money man-
aged, according to a recent report
by Deutsche Bank. Its portfolio is
valued at more than US$185 billion.

—Costas Paris contributed
to this article.

BY SAM HOLMES
AND P.R. VENKAT More to come

IPO volume on the Singapore Stock
Exchange, in billions of dollars

Source: Dealogic

Note: For dual listings, the full value of the deal
has been credited to each exchange
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Japan blasts China
over its yen buying

Tokyo turned up the heat on Bei-
jing for contributing to a strong
yen, which is threatening Japan’s
economic recovery and adding to
tensions between the two countries.

As the yen hovered near a 15-
year high against the U.S. dollar
Thursday, Japanese Finance Minis-
ter Yoshihiko Noda called for talks
with China over its recent yen-buy-
ing spree, which has helped drive
the Japanese currency higher, mak-
ing Japanese goods less competitive
with China’s.

“I don’t know the true intention”
of China regarding its growing ap-
petite for yen-denominated bonds,
Mr. Noda said Thursday before the
Japanese parliament’s upper house.
“We are paying close attention,” Mr.
Noda said. Mr. Noda reiterated a
pledge to intervene in currency
markets to stem the yen’s rise. Ja-
pan hasn’t entered currency markets
since 2004, the last time it sold yen
for dollars in order to weaken the
yen. If Japan does intervene, it
would add another complication to
the China-Japan relationship.

Diplomatic tensions between the
two rose this week after a Chinese
fishing boat collided with Japanese
patrol vessels near islands the two
nations both claim. The Japanese
government has publicly expressed
worries this year about China’s
growing military might. Leaders of

both countries also recently traded
barbs over the wages Japanese fac-
tory owners pay to Chinese workers.

A more protracted economic
conflict is unlikely, as deepening
trade links draw China and Japan
closer together.

Christian Carrillo, head of Asia-
Pacific interest-rate strategy for So-
ciété Générale in Tokyo, saw Mr.
Noda’s words as more “for domestic
consumption purposes” than a shot
across the sea at China. “Noda
wanted to be seen to do something,
because everyone is screaming at
the government to act.”

Analysts say the yen buying is
part of China’s broader effort to di-
versify its $2.5 trillion reserves
away from dollars.

Chinese Foreign Ministry spokes-
woman Jiang Yu Thursday repeated
Beijing’s position that in managing
its reserves, China is “undertaking a
diversified strategy under the prin-
ciples of security, liquidity, and re-
turns,” adding that the ministry
isn’t directly involved in reserves
management. China’s State Adminis-
tration of Foreign Exchange, which
administers the reserves, doesn’t
comment on specific holdings.

Japanese government data re-
leased Wednesday showed China’s
2010 yen purchases continued in
July and now equal $27 billion,
more than six times China’s com-
bined yen buying in the previous
five years.

BY ALEX FRANGOS
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Bomb kills 16 in Russian city
MOSCOW—A suicide bomber ex-

ploded a car near the crowded cen-
tral market of a major city in Rus-
sia’s volatile North Caucasus on
Thursday, killing 16 people and
wounding more than 100 others in
the region’s deadliest attack in more
than a year.

The late-morning blast in a
square outside the market’s entrance
left a bloody tableau of corpses and
scarred vehicles in the center of
Vladikavkaz. Officials said they
found the headless body of the pre-
sumed assailant in the bomb-car’s
wreckage and called it an act of ter-
rorism, the apparent work of the re-
gion’s Islamic insurgency.

“It’s a terrible scene,” said Zaur
Farniyev, a special correspondent for
the Russian newspaper Kommersant,
who got there 20 minutes later and
found a half-meter-deep crater where
the bomb went off. “Bodies and parts
of bodies are scattered about. People
are searching for their loved ones.
Many of them are crying.”

Car alarms wailed as firefighters
doused flames of vehicles set ablaze
in the shrapnel-littered square, an
area frequented not only by shop-
pers but also by people looking for
work. Bystanders helped carry away
the wounded on makeshift stretch-
ers. No group claimed responsibility
for the attack.

The bombing in the capital of the
predominately Christian North Osse-
tia was a blow to the Kremlin, which
is struggling to tame Islamic insur-
gents in the neighboring, mainly
Muslim North Caucasus republics of
Chechnya, Ingushetia and Dagestan.

President Dmitry Medvedev dis-
patched his special North Caucasus
envoy to the blast scene and vowed
to “do everything to capture these
monsters,” the RIA Novosti news
agency reported.

Authorities said the car used in
the bombing, a Russian-made Volga
sedan, had crossed into North Osse-
tia from Ingushetia earlier in the
morning.

Prime Minister Vladimir Putin
told Russia’s chief mufti: “Criminals

like those who acted today in the
North Caucasus hope to sow hatred
among our peoples. We have no
right to let this happen.”

“The people who do this, these
are people without a soul, without a
heart,” the prime minister added in
televised remarks.

Police said the bomber was male.
The bomb contained the equivalent
of at least 30 kilograms of TNT and
was packed with metal bars, bolts
and ball bearings, the Russian prose-
cutor general’s Investigative Com-
mittee said.

Tamuraz Mamsurov, North Osse-
tia’s top official, told news agencies
the bomber’s car was passing the
market entrance when it exploded.
The Investigative Committee said it
was parked.

Local officials said 138 people
were wounded and 110 of them were
hospitalized, with at least 10 in seri-
ous condition.

Alexander Bastrykin, the head of

the Investigative Committee, was
dispatched to Vladikavkaz to lead a
probe of the bombing. Mr. Medvedev
also sent his envoy to the region, Al-
exander Khloponin.

The attack was the deadliest in
the North Caucasus since a suicide
car bomber attacked a police station
in Nazran, the capital of Ingushetia,
in August of last year. Twenty peo-
ple were killed in that attack.

The insurgency, stemming from a
separatist movement in Chechnya,
has boiled for years and occasionally
strikes into Russia’s heartland, as
when twin suicide blasts killed 40 in
the Moscow subway in March.

Russia has fought two civil wars
in Chechnya. But as violence has sub-
sided there it has surged in neigh-
boring republics. The separatist
fighters have broadened their goals
and called for the creation of a pan-
Caucasus state under Islamic law.

North Ossetia lies in the heart of
the North Caucasus region, north of

the Georgian breakaway region of
South Ossetia, over which Russia
and Georgia fought a war in August
2008. It is the only majority-Chris-
tian Russian republic in the region.

Although it is less plagued by vi-
olence than its Muslim neighbors,
North Ossetia has suffered ethnic
tensions and occasional terrorist at-
tacks.

In 2004, Chechen separatist reb-
els took hundreds of hostages in a
school siege in Beslan that ended
with more than 330 people dead.

Bombings in or near the market
in Vladikavkaz, a city of more than
300,000 people, killed 55 people in
1999, six in 2001 and 11 in 2004. A
bus bombing in 2008 killed 12 peo-
ple in the city.

Security was tightened across
the region and in Moscow after
Thursday’s blast. Authorities called
off classes in schools throughout
North Ossetia. Markets were closed
in North Ossetia and Ingushetia.

BY RICHARD BOUDREAUX

People gathered at the blast site in the center of Vladikavkaz, in Russia’s North Caucusus, on Thursday.
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China’s energy goals prompt rush
BEIJING—Some local govern-

ments in China are rationing power
to factories, homes and hospi-
tals—and even shutting down traffic
lights—in a scramble to fall into line
with Beijing’s unyielding energy-ef-
ficiency targets that also under-
scores the challenges in finding apt
and lasting measures.

The efficiency targets call for a
reduction in energy intensity, or the
amount of energy used relative to
economic output, by 20% over the
2006-2010 period. The target is
aimed at limiting China’s reliance on
expensive natural resources, much
of which is imported, and is also
central to reducing China’s emis-
sions of greenhouse gases.

By the end of last year, China
had cut energy intensity by 15.6%. In
the first quarter of the year, energy
use soared as massive stimulus
funds flooded into the economy,
spurring an infrastructure and hous-
ing boom. Premier Wen Jiabao
vowed to use an “iron hand” to en-
sure that the five-year target is met.

“It’s clear that they are frantic to

meet this 20% energy target,” said
Arthur Kroeber, managing director
of GaveKal Dragonomics, an eco-
nomic research firm in Beijing.
Wang Tao, China economist for UBS,
said the target “is a big face issue”
for the government.

The central government has long
had difficulty getting local officials
to comply with environmental-pro-

tection measures But the recent
pressure on energy targets appears
to have gained traction, in part be-
cause local officials are being judged
on it in annual performance reviews,
according to analysts.

In Changzhou, a city in the
wealthy coastal province of Jiangsu,
the local government issued a strict
rotation, requiring factories to shut

down five days for every nine they
operate.

Other local governments have
gone even further. In Anping, a city
in Hebei province near Beijing, local
officials rationed power to hospitals
and homes and have turned off traf-
fic lights that aren’t solar powered.
“All these measures are aimed at
fulfilling Premier Wen’s commit-
ments on emissions reduction,” said
an official at the Anping Develop-
ment and Reform Bureau.

But the local blackouts are
clearly not what the central govern-
ment intended. The National Devel-
opment and Reform Commission,
China’s main economic planning
agency, issued a statement Monday
on its website rebuking Anping offi-
cials, saying their measures weren’t
consistent with Beijing’s policy.

Environmental experts say the
local actions suggest the govern-
ment is having difficulty implement-
ing more lasting solutions. These
measures show a “lack of under-
standing of the real meaning of the
energy-efficiency targets,” said Wen
Bo, of the environmental group Pa-
cific Environment.

BY SHAI OSTER

A worker sets up power lines on a high-voltage electricity tower in Qingdao, a
city in eastern China’s Shandong province, in May.
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Myanmar
seeks Asian
backing
for election

Myanmar’s leader received a
warm welcome in meetings with top
Chinese officials in what analysts
said was an effort to shore up
China’s support before Myanmar’s
first major election in 20 years.

Although many details of Gen.
Than Shwe’s trip weren’t disclosed,
it included meetings Thursday with
the head of China’s legislature and
Premier Wen Jiabao. He also is ex-
pected to visit the World Expo in
Shanghai and the manufacturing
center of Shenzhen.

Myanmar needs the backing of
China and other Asian neighbors to
boost the legitimacy of its Nov. 7
vote, which is expected to usher in a
new civilian government but which
human-rights and exile groups say
is really aimed at entrenching the
country’s military regime, led by the
aging junta chief.

Western leaders have stepped up
their criticism of the vote in recent
months. They say it is unlikely to be
free and fair under Myanmar’s strict
military rule, and the main opposi-
tion party, led by Nobel laureate
Aung San Suu Kyi, has vowed to
boycott.

Last month, the Obama adminis-
tration intensified diplomatic pres-
sure on the regime, saying it would
back efforts to create an interna-
tional commission to investigate al-
leged human-rights violations in
Myanmar, including reports of tor-
ture, arbitrary arrests of political
opponents, and other crimes.

Myanmar officials have repeat-
edly denied human-rights abuses
and have said they will ensure the
vote is fair.

The vote is the first since Myan-
mar leaders lost—and then subse-
quently ignored—a national election
in 1990. Since then, Asian leaders
have mostly expressed support for
the regime, saying that it is better
to encourage slow change in Myan-
mar rather than risk upsetting the
regime and setting back any poten-
tial reforms to expand civil liberties
and open its economy.

But this year a few Asian coun-
tries, including the Philippines, have
expressed criticism, leading some
analysts to conclude that Asian
leaders may be losing patience with
the regime.

That hasn’t been evident during
Gen. Than Shwe’s latest diplomatic
mission, though. Wu Bangguo, the
top legislator and No. 2 figure in
the Communist Party hierarchy, af-
firmed China’s support for Myanmar
and said “it is China’s set policy to
solidify and strengthen friendly re-
lations with Myanmar,” according to
the state-run Xinhua news agency.

Earlier, President Hu Jintao told
Gen. Than Shwe that China’s sup-
port “will remain unchanged regard-
less of changes of international situ-
ation,” Xinhua said.

Those words of support followed
a similar welcome for Gen. Than
Shwe during a rare visit to India in
July, when he held talks with Prime
Minister Manmohan Singh. During
the visit, officials of the two coun-
tries signed agreements promoting
technology and against arms smug-
gling. Human-rights groups criti-
cized the trip.

BY A WSJ STAFF REPORTER
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For information about listing your funds, please contact: Justin Jones tel: +44 0203 426 1167; email: justin.jones@dowjones.com

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the
U.S. Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 09/08 USD 9.81 -5.4 2.2 -8.6
Am Blend Portfolio I US EQ LUX 09/08 USD 11.59 -5.2 2.7 -8.0
Am Growth A US EQ LUX 09/08 USD 28.56 -8.6 1.9 -1.2
Am Growth B US EQ LUX 09/08 USD 23.85 -9.2 0.8 -2.2
Am Growth I US EQ LUX 09/08 USD 31.83 -8.1 2.7 -0.4
Am Income A US BD LUX 09/08 USD 8.90 9.7 15.8 10.4
Am Income A2 US BD LUX 09/08 USD 20.90 9.8 15.7 10.3
Am Income B US BD LUX 09/08 USD 8.90 9.1 15.0 9.5
Am Income B2 US BD LUX 09/08 USD 17.93 9.3 14.9 9.6
Am Income I US BD LUX 09/08 USD 8.90 10.1 16.4 11.0
Emg Mkts Debt A GL BD LUX 09/08 USD 16.60 11.2 19.6 14.2
Emg Mkts Debt A2 GL BD LUX 09/08 USD 22.40 11.4 19.7 14.3

Emg Mkts Debt B GL BD LUX 09/08 USD 16.60 10.6 18.5 13.1
Emg Mkts Debt B2 GL BD LUX 09/08 USD 21.43 10.7 18.5 13.2
Emg Mkts Debt I GL BD LUX 09/08 USD 16.60 11.6 20.2 14.8
Emg Mkts Growth A GL EQ LUX 09/08 USD 34.64 0.0 15.4 1.7
Emg Mkts Growth B GL EQ LUX 09/08 USD 29.16 -0.7 14.3 0.7
Emg Mkts Growth I GL EQ LUX 09/08 USD 38.62 0.5 16.4 2.6
Eur Growth A EU EQ LUX 09/08 EUR 7.65 8.8 15.4 -1.7
Eur Growth B EU EQ LUX 09/08 EUR 6.83 8.1 14.2 -2.7
Eur Growth I EU EQ LUX 09/08 EUR 8.38 9.3 16.2 -0.9
Eur Income A EU BD LUX 09/08 EUR 6.96 9.5 15.8 10.3
Eur Income A2 EU BD LUX 09/08 EUR 14.12 9.7 15.9 10.4
Eur Income B EU BD LUX 09/08 EUR 6.96 9.0 15.1 9.6
Eur Income B2 EU BD LUX 09/08 EUR 13.07 9.2 15.1 9.6
Eur Income I EU BD LUX 09/08 EUR 6.96 9.9 16.4 10.9
Eur Strat Value A EU EQ LUX 09/08 EUR 8.67 1.6 5.7 -10.0
Eur Strat Value I EU EQ LUX 09/08 EUR 8.91 1.9 6.3 -9.3
Eur Value A EU EQ LUX 09/08 EUR 9.34 1.5 6.6 -6.6
Eur Value B EU EQ LUX 09/08 EUR 8.53 0.8 5.4 -7.5
Eur Value I EU EQ LUX 09/08 EUR 10.84 2.1 7.3 -5.9
Gl Balanced (Euro) A EU BA LUX 09/08 USD 14.86 NS NS NS
Gl Balanced (Euro) B EU BA LUX 09/08 USD 14.38 NS NS NS
Gl Balanced (Euro) C EU BA LUX 09/08 USD 14.72 NS NS NS
Gl Balanced (Euro) I EU BA LUX 09/08 USD 15.21 NS NS NS
Gl Balanced A US BA LUX 09/08 USD 16.24 -1.5 4.0 -3.4
Gl Balanced B US BA LUX 09/08 USD 15.33 -2.2 3.0 -4.4
Gl Balanced I US BA LUX 09/08 USD 16.92 -1.0 4.8 -2.7
Gl Bond A US BD LUX 09/08 USD 9.69 7.7 10.6 8.4
Gl Bond A2 US BD LUX 09/08 USD 17.26 7.8 10.6 8.4
Gl Bond B US BD LUX 09/08 USD 9.69 7.0 9.5 7.3
Gl Bond B2 US BD LUX 09/08 USD 15.01 7.1 9.5 7.3
Gl Bond I US BD LUX 09/08 USD 9.69 8.0 11.2 9.0
Gl Conservative A US BA LUX 09/08 USD 14.86 1.5 5.3 1.1

Gl Conservative A2 US BA LUX 09/08 USD 17.18 1.5 5.3 1.1
Gl Conservative B US BA LUX 09/08 USD 14.86 0.8 4.2 0.1
Gl Conservative B2 US BA LUX 09/08 USD 16.21 0.7 4.2 0.1
Gl Conservative I US BA LUX 09/08 USD 14.93 1.9 6.0 1.9
Gl Eq Blend A GL EQ LUX 09/08 USD 10.78 -7.5 -0.7 -12.2
Gl Eq Blend B GL EQ LUX 09/08 USD 10.04 -8.3 -1.8 -13.1
Gl Eq Blend I GL EQ LUX 09/08 USD 11.43 -7.1 0.1 -11.5
Gl Growth A GL EQ LUX 09/08 USD 39.41 -6.0 2.2 -11.4
Gl Growth B GL EQ LUX 09/08 USD 32.67 -6.6 1.2 -12.3
Gl Growth I GL EQ LUX 09/08 USD 44.00 -5.4 3.0 -10.7
Gl High Yield A US BD LUX 09/08 USD 4.53 10.2 23.3 11.9
Gl High Yield A2 US BD LUX 09/08 USD 10.23 10.5 23.4 11.8
Gl High Yield B US BD LUX 09/08 USD 4.53 9.5 22.0 10.5
Gl High Yield B2 US BD LUX 09/08 USD 16.34 9.8 22.2 10.8
Gl High Yield I US BD LUX 09/08 USD 4.53 10.6 24.0 12.6
Gl Thematic Res A GL EQ LUX 09/08 USD 14.53 -1.4 3.9 6.3
Gl Thematic Res B GL EQ LUX 09/08 USD 12.62 -2.1 2.8 5.2
Gl Thematic Res I GL EQ LUX 09/08 USD 16.29 -0.9 4.7 7.1
Gl Value A GL EQ LUX 09/08 USD 10.16 -8.8 -3.1 -12.7
Gl Value B GL EQ LUX 09/08 USD 9.27 -9.5 -4.0 -13.6
Gl Value I GL EQ LUX 09/08 USD 10.86 -8.4 -2.3 -12.1
India Growth A EA EQ LUX 09/08 USD 139.92 10.3 28.5 NS
India Growth AX EA EQ LUX 09/08 USD 122.55 10.5 28.8 17.8
India Growth B EA EQ LUX 09/08 USD 145.57 9.5 27.2 NS
India Growth BX EA EQ LUX 09/08 USD 104.04 9.7 27.6 16.6
India Growth I EA EQ LUX 09/08 USD 127.44 10.9 29.5 18.3
Int'l Health Care A OT EQ LUX 09/08 USD 129.15 -6.1 3.8 -5.7
Int'l Health Care B OT EQ LUX 09/08 USD 108.19 -6.7 2.8 -6.6
Int'l Health Care I OT EQ LUX 09/08 USD 141.89 -5.5 4.6 -5.0
Int'l Technology A OT EQ LUX 09/08 USD 109.36 -0.9 11.3 -0.4
Int'l Technology B OT EQ LUX 09/08 USD 94.11 -1.6 10.2 -1.4
Int'l Technology I OT EQ LUX 09/08 USD 123.29 -0.4 12.2 0.4

Japan Blend A JP EQ LUX 09/08 JPY 5321.00 -11.7 -12.3 -17.4
Japan Growth A JP EQ LUX 09/08 JPY 5021.00 -14.5 -15.3 -19.5
Japan Growth I JP EQ LUX 09/08 JPY 5195.00 -14.0 -14.6 -18.8
Japan Strat Value A JP EQ LUX 09/08 JPY 5646.00 -7.7 -8.1 -15.1
Japan Strat Value I JP EQ LUX 09/08 JPY 5828.00 -7.2 -7.4 -14.4
Real Estate Sec. A OT EQ LUX 09/08 USD 15.25 6.3 13.7 -4.9
Real Estate Sec. B OT EQ LUX 09/08 USD 13.84 5.5 12.6 -5.8
Real Estate Sec. I OT EQ LUX 09/08 USD 16.48 6.9 14.7 -4.1
Short Mat Dollar A US BD LUX 09/08 USD 7.34 2.9 6.6 2.2
Short Mat Dollar A2 US BD LUX 09/08 USD 10.08 3.0 6.7 2.2
Short Mat Dollar B US BD LUX 09/08 USD 7.34 2.6 6.2 1.7
Short Mat Dollar B2 US BD LUX 09/08 USD 10.00 2.7 6.2 1.7
Short Mat Dollar I US BD LUX 09/08 USD 7.34 3.2 7.2 2.8
US Thematic Portfolio A EUR H US EQ LUX 09/08 EUR 15.54 NS NS NS
US Thematic Portfolio B EUR H US EQ LUX 09/08 EUR 15.52 NS NS NS
US Thematic Portfolio C EUR H US EQ LUX 09/08 EUR 15.53 NS NS NS
US Thematic Portfolio I EUR H US EQ LUX 09/08 EUR 15.56 NS NS NS
US Thematic Research A US EQ LUX 09/08 USD 8.64 1.3 8.3 -3.9
US Thematic Research B US EQ LUX 09/08 USD 7.89 0.5 7.1 -4.9
US Thematic Research I US EQ LUX 09/08 USD 9.34 1.7 9.1 -3.2

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 09/07 GBP 8.03 -2.5 7.0 2.2
Andfs. Borsa Global GL EQ AND 09/07 EUR 6.17 -5.2 2.8 -9.5
Andfs. Emergents GL EQ AND 09/07 USD 16.53 -4.7 10.5 3.2

FUND SCORECARD
Global Small/Mid-Cap Equity
Funds that invest in the equities of small- /mid-cap companies across the globe. At least 75% of total
assets are invested in equities. Ranked on % total return (dividends reinvested) in U.S. dollars for one year
ending September 09, 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

4 Globo I T Schoellerbank EURAUT 29.93 54.54 30.65 NS
Invest AG

NS Robeco Robeco Asset EURNLD 51.18 52.38 -8.63 -3.55
Private Equity Management

4 SAM Swiss Global EURLUX 21.79 42.28 11.57 NS
Sustainable Healthy Living EUR B Asset Management AG

5 Pictet-Security-I Pictet Funds USDLUX 23.65 40.04 14.26 NS
USD (Europe) S.A.

NS PI Global IFM Independent EURLIE 19.38 36.64 14.24 NS
Value P Fund Management AG

NS F&C Managed F&C Fund GBPGBR 31.01 35.81 4.47 NS
Portfolio Growth ORD Management Ltd

NS Ibercaja Ibercaja Gestión EURESP 27.50 35.65 13.57 NS
Alpha FI

5 McInroy </td> McInroy Wood GBPGBR 19.78 35.45 11.54 7.10

Wood Smaller Companies Portfolios Limited
NS F&C Managed F&C Fund GBPGBR 28.49 34.74 9.42 NS

Portfolio Income ORD Management Ltd
3 F&C Private F&C Fund GBPGBR 23.25 34.69 -20.15 -1.76

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

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

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

12-month and 2-year returns may be calculated over 11- and 23-month periods
pending receipt and publication of the last month end price.
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n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 07/30 USD 2135.40 26.3 57.1 NS

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 07/30 EUR 98.78 -2.2 -0.4 -10.9
D'Auriol Opp F3 EUR EU MM CYM 04/30 EUR 975.88 -1.3 0.6 -13.1

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

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com
Horseman EmMkt Opp EUR GL EQ USA 01/31 EUR 187.60 -23.2 -21.7 -7.7
Horseman EmMkt Opp USD GL EQ USA 01/31 USD 194.78 -24.5 -22.7 -9.1
Horseman EurSelLtd EUR EU EQ GBR 08/31 EUR 189.98 2.0 11.6 -3.2
Horseman EurSelLtd USD EU EQ GBR 07/30 USD 209.50 3.8 13.3 -2.8
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 08/20 EUR 89.55 -2.4 7.2 NS
Special Opp Inst EUR OT OT CYM 08/20 EUR 84.97 -2.1 7.9 NS
Special Opp Inst USD OT OT CYM 08/20 USD 96.63 -1.9 8.3 NS
Special Opp USD OT OT CYM 08/20 USD 94.21 -2.4 7.5 NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT GGY 04/30 EUR 120.82 3.5 -13.4 -3.8
GH Fund CHF Hdg OT OT GGY 07/30 CHF 109.55 -0.8 2.8 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 07/30 GBP 131.16 -0.4 3.6 NS
GH Fund Inst USD OT OT GGY 07/30 USD 111.21 -0.2 4.0 NS
GH FUND S EUR OT OT CYM 07/30 EUR 127.86 0.2 4.6 NS
GH FUND S GBP OT OT GGY 07/30 GBP 132.79 0.4 4.9 NS
GH Fund S USD OT OT CYM 07/30 USD 149.97 0.2 4.6 NS
GH Fund USD OT OT GGY 07/30 USD 271.15 -0.7 3.2 NS
Hedge Investments OT OT JEY 06/18 USD 140.42 NS 3.9 NS
Leverage GH USD OT OT GGY 07/30 USD 116.67 -2.6 NS NS
MultiAdv Arb CHF Hdg OT OT JEY 07/30 CHF 95.86 1.1 5.0 NS
MultiAdv Arb EUR Hdg OT OT JEY 07/30 EUR 104.70 1.4 5.6 NS
MultiAdv Arb GBP Hdg OT OT JEY 07/30 GBP 113.03 1.5 5.8 NS
MultiAdv Arb S EUR OT OT CYM 07/30 EUR 112.81 2.3 7.0 NS
MultiAdv Arb S GBP OT OT CYM 07/30 GBP 118.25 2.4 7.3 NS
MultiAdv Arb S USD OT OT CYM 07/30 USD 128.87 2.2 7.0 NS
MultiAdv Arb USD OT OT JEY 07/30 USD 197.19 1.3 5.6 NS

n HSBC Uni-folio
Asian AdbantEdge EUR OT OT JEY 07/16 EUR 96.30 -2.2 -0.5 NS
Asian AdvantEdge OT OT JEY 07/30 USD 177.87 -2.4 -0.4 NS
Emerg AdvantEdge OT OT JEY 07/30 USD 163.74 -1.2 3.2 NS
Emerg AdvantEdge EUR OT OT JEY 07/30 EUR 90.97 -1.4 3.0 NS
Europ AdvantEdge EUR OT OT JEY 07/30 EUR 129.15 -2.9 1.4 NS
Europ AdvantEdge USD OT OT JEY 07/30 USD 136.90 -3.2 1.4 NS
Real AdvantEdge EUR OT OT JEY 07/30 EUR 102.04 -5.7 -3.0 NS
Real AdvantEdge USD OT OT JEY 07/30 USD 102.45 -5.4 -2.6 NS
Trading Adv JPY OT OT GGY 07/30 JPY 9414.60 2.1 -1.0 NS
Trading AdvantEdge OT OT GGY 07/30 USD 142.06 1.8 -1.7 NS
Trading AdvantEdge EUR OT OT GGY 07/30 EUR 128.70 1.5 -2.1 NS
Trading AdvantEdge GBP OT OT GGY 07/30 GBP 136.65 2.0 -1.4 NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 09/03 USD 385.73 4.6 24.8 -18.1
Antanta MidCap Fund EE EQ AND 09/03 USD 770.02 8.5 40.4 -22.1
Meriden Opps Fund GL OT AND 07/28 EUR 45.84 -23.6 -38.4 -33.7
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
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n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de

ARIX Composite Gross USD OT OT GBR 08/31.00 USD1405.89 7.4 -12.7 -6.5

Banks, auto firms
pull markets higher

European stocks rose Thursday,
led by gains in banking, resource
and auto shares, as investors be-
came more willing to take on risk.

Encouraging U.S. jobs and trade
data relieved some worries about
the economy, while investors’ mood
was also helped by successful auc-
tions of Irish and Hungarian bonds,
coming a day after a well-received
Portuguese bond auction.

The Stoxx Europe 600 index rose
1.1% to 265.09. The U.K.’s FTSE 100
added 1.2% to 5494.16, Germany’s
DAX rose 0.9% to 6221.52 and
France’s CAC 40 finished 1.2%
higher at 3722.15.

In the U.S., the Dow Jones Indus-
trial Average was up 43.82 points,
or 0.4%, at 10430.83 in late trading,
helped by the upbeat economic data.

Earlier this week, European bank
stocks were dragged down by con-
cerns over the rigor of the bank
stress-test results. But on Thursday,
shares of lenders rebounded. The
Stoxx Europe 600 banks index rose
2%. Commerzbank jumped 2.6% and
Deutsche Bank gained 2.1% in
Frankfurt, while Crédit Agricole
surged 4.6% and Société Générale
rose 3.4% in Paris. Barclays shot up
5% in London after several sessions
of declines.

The Stoxx Europe 600 basic-re-
source sector added 1.5%, Xstrata
advanced 3.3% and Vedanta Re-

sources gained 3.3% in London.
European auto makers gained

sharply, as BMW reported that its
August sales rose 13% from a year
earlier. BMW gained 0.9%, Daimler
rose 2.6% and Volkswagen added
2.1% in Frankfurt. In Paris, PSA Peu-
geot Citroën advanced 4.6% and
Renault gained 3.2%.

European stocks had declined in
early trade, but markets turned
higher as sentiment was helped by
the U.S. data. Initial unemployment
claims fell by 27,000 to 451,000 in
the week ended Sept. 4, the U.S. La-
bor Department said in its weekly
report. The drop was much bigger
than the decline of 2,000 that econ-
omists were expecting. Also, the U.S.
trade deficit contracted sharply in
July, posting its biggest drop in 17
months, as exports of airplanes
surged and imports fell across the
board, the Commerce Department
said.

The euro weakened modestly,
sloughing off the better-than-ex-
pected economic reports. But the
dollar edged down against the yen
as Japan’s finance minister kept the
threat of yen-selling intervention
alive, saying Thursday that authori-
ties “are conducting various simula-
tions” to curb yen strength.

The British pound weakened af-
ter the release of data showing the
U.K. trade deficit rose to the widest
point on record.

By late afternoon in New York,

the euro was at $1.2705 from
$1.2715 late Wednesday. The dollar
was at 83.85 yen from 83.92 yen.
The pound fell to $1.5440 from
$1.5464.

Crude for October delivery fell
42 cents a barrel, or 0.6%, to $74.25
on the New York Mercantile Ex-
change. Gold for September delivery
declined $6.70 per troy ounce, or

0.5%, to $1248.90 on the Comex di-
vision of Nymex.

In major market action: Shares
of chocolate maker Barry Callebaut
rallied 6% in Zurich on news it will
be the key supplier of cocoa prod-
ucts and industrial chocolate world-
wide for Kraft Foods Inc.

—Barbara Kollmeyer contributed
to this article.

BY ISHAQ SIDDIQI

Deal stalled,
AXA considers
Asia options

PARIS—French insurer AXA SA is
reviewing its Asian strategy, thrown
into disarray by Australian regula-
tors.

The Australian Competition and
Consumer Commission blocked a
13.3 billion-Australian dollar
(US$12.2 billion) bid for its AXA
Asia Pacific Holdings wealth-man-
agement unit by National Australia
Bank Ltd.

AXA said in a statement that a
desire to increase its presence in
“the fast-growing Asian region” had
drawn it to the deal, under which it
would get the Asian assets of AXA
Asia Pacific and NAB would get the
Australian and New Zealand assets.

“AXA remains fully committed to
support the Australia and New
Zealand businesses and will con-
tinue to review its options,” the
statement said. AXA owns 55% of
AXA Asia Pacific.

This was the second time the
commission has rejected what
would have been the biggest deal in
Australia’s financial-services his-
tory; it had turned down an earlier
version in April. The commission ar-
gued the deal would crimp competi-
tion among retail-investment plat-
forms—Internet portals that link
individual investors with the wide
range of investment products that
fund-management companies pro-
vide.
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