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as revolving door spins faster
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Remote control: A blind man
goes sailing with help from
afar. Page 33

Editorial
& Opinion

MP Steve Baker on how to
end crony capitalism. Page 15

French farmers belonging to the Confederation Paysanne clash with the police in Rennes on Tuesday disrupting the inauguration of the International Trade Fair for
Livestock by Agriculture Minister Bruno Le Maire. Several stands were destroyed during protests linked to action across France against government economic reforms.

Police feel the force of French farmers’ anger

EU draft rules target short sales
BRUSSELS—New European

Union proposals are set to
emerge Wednesday, aimed at
regulating financial practices
that were blamed for intensi-
fying the global financial cri-
sis, including the short selling
of securities.

The European Commission,
the EU’s executive arm, will
propose regulations for short
selling, the sale of borrowed
securities by an investor who

hopes to make a profit by
buying an equal number of
shares at a lower price to re-
place the borrowed securities.
The proposals also cover
credit-default swaps and the
clearing and greater standard-
ization of derivatives.

Officials say the draft leg-
islation would increase the
convergence of the EU’s
framework of financial regula-
tion with those of the U.S. and
Hong Kong.

According to European of-

ficials and documents re-
viewed by The Wall Street
Journal, the proposed rules
would, if adopted, force inves-
tors to disclose short posi-
tions to regulators if they ex-
ceed 0.2% of a company’s
issued share capital. They
would require disclosure to
the rest of the market if the
short position exceeds 0.5%.
Each short sale would be
flagged to regulators.

Regulators would also re-
quire access to more data on

short sales of sovereign bonds
and of credit-default swaps,
through which buyers can in-
sure themselves against the
risk of default.

The proposals also address
so-called naked short selling,
where investors sell securities
they don’t own without mak-
ing arrangements to deliver
them when settlement comes
due. This increases the risk of
settlement failure, the com-
mission said.

To enter a short sale, the

commission proposes, an in-
vestor must have borrowed
the instruments, entered into
an agreement to borrow
them, or have an arrangement
with a third party to locate
them in time for delivery, at
the latest four days after the
trade.

The commission is also set
to announce separate propos-
als designed, according to a
draft regulation, “to increase
transparency of the deriva-
tives market, reduce counter-

party and operational risk in
trading and enhance market
integrity and oversight.”

It proposes that all trades
of financial derivatives made
in the over-the-counter mar-
ket are reported to data cen-
ters called trade repositories.

The aim is to allow regula-
tors a better view of trading
in the OTC derivatives market
and avoid a build-up of risks
like the one that destabilized
the financial system following

Please turn to page 4

BY STEPHEN FIDLER

Burqa ban
is approved
in France

PARIS—France’s Parlia-
ment banned the burqa, niqab
and other full-body robes
worn by some Muslim women,
by passing a law forbidding
people to conceal their faces
in public.

The bill passed Tuesday af-
ter a final vote in the Senate,
the upper house of Parlia-
ment, and is scheduled to
come into force after a six-
month observation period. It
has already passed the Na-
tional Assembly. At the Parlia-
ment’s request, the law will be
reviewed by France’s Consti-
tutional Council before it is
formally promulgated.

“Showing one’s face is a
question of dignity and equal-
ity in our republic,” said Jus-
tice Minister Michèle Alliot-
Marie during Tuesday’s de-
bate in the Senate.

The vote came as a number
Please turn to page 4

BY DAVID GAUTHIER-VILLARS

Gold hits a record as investors shun dollar
LONDON—Gold rallied to a

record high of almost $1,275 a
troy ounce as investors piled
out of the U.S. dollar and into
commodities.

The yellow metal cracked
its former spot-market record
high of $1,265.50 an ounce,
reached in June, on a broad
rally in both precious and
base metals as the dollar
came under pressure and or-
ders to buy gold were trig-
gered, helping propel the
market higher.

“It was important to get
through $1,265.50 an ounce.

Once we passed that point, a
huge resistance had been bro-
ken,” said Walter de Wet,
metals analyst at Standard
Bank.

Spot gold hit the record at
midafternoon in London,
when it topped out for the
day at $1,274.80 an ounce.
VTB Capital analyst Andrey
Kryuchenkov said that once
the June record had been
overcome, the rally was then
driven “by technical buying
all the way.”

He described the break as
“very significant,” and said
the market could now push
toward $1,300 an ounce.

The move came as Lon-
don-based metals consultancy
GFMS Ltd. forecast gold may
rally to close to $1,350 an
ounce before the year’s end,
supported by concerns about
the economic recovery.

The economic backdrop
“remains highly supportive”
for gold investment, GFMS
said in the first update to its
2010 Gold Survey. It fore-
casted anemic economic
growth in the industrialized
world and predicted that con-
cern about sovereign debt will
continue to weigh on market
sentiment.

GFMS said it felt a “well-

defended floor” for gold now
exists in the low $1,200-an-
ounce range. “From this base,
we expect prices to rise in the
coming months, with the mar-
ket possibly even spiking to-
wards the $1,350/oz market
before the year is out,” it said.

Mr. Kryuchenkov warned,
however, of a significant rise
in volatility, saying macroeco-
nomic factors are likely to be
influential in the coming days.
Traders have their sights set
on U.S. consumer-price index
data to be released Friday.
Market participants said a re-
sult showing little risk of in-

Please turn to page 28

BY RHIANNON HOYLE

European Pressphoto Agency

Source: WSJ Market Data Group
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India weighs
unlocking its
treasure-trove

Will Wednesday bring another
milestone in the development of In-
dia’s capital markets or a missed op-
portunity?

One thing is for sure: When the
central board of the Employees’
Provident Fund Organization
meets to decide whether to invest a
part of the $106 billion fund in
stocks, the discussion will be
heated.

The pension fund’s money, the
savings of 50 million workers from
both the private and public sectors,
always has been locked away from
the stock market. Instead, it has
been invested in government securi-
ties and bonds sold by government-
owned companies.

The distrust of markets contin-
ues in some corners. The proposal is
opposed by India’s large labor
unions and left-leaning parties that
are wary of putting workers’ savings
at risk.

That isn’t stopping New Delhi
from trying. Seeing an opportunity
to generate higher returns on the
fund’s assets, it is India’s Ministry
of Finance that has floated the idea.

Just how meaningful an impact
it will have on the stock market it-
self depends on how quickly the
fund moves ahead, should investing
in stocks be approved. If the fund
was to invest, say, up to the 15%
limit imposed on nongovernmental
funds, that would be roughly $16
billion, or close to what foreign in-
stitutions invested in India’s stocks
last year.

It won’t be that simple. The fund
will need an overhaul of its invest-
ment team, and any shift likely will
come in small doses.

The government has a long-term
plan to reduce its ownership of
some of India’s biggest companies.
Having the pension fund start by
buying these holdings is one way to
assure workers their money still is
under the government’s umbrella.

A change Wednesday would be
one step toward unlocking the vast
potential at home. —Harsh Joshi

Too soon to grieve for cult of the bond
Is time running out for the bond

rally that has lasted 30 years? With
rates at zero and yields at record
lows, bond-market bears warn that
the clock is ticking: At the first sign
of a durable recovery, investors will
get burnt and fall out of love with
bonds. That might be too simplistic,
though. Bigger forces are at work.

Sure, there won’t be a repeat of
the extraordinary capital apprecia-
tion of the past 30 years: 10-year
Treasury yields have fallen from
nearly 16% in September-October
1981 to just 2.7% today as inflation
was quashed and central banks cut
rates. More recently, risk aversion
has driven yields even lower. As a re-
sult, 10-year Treasurys have outper-
formed stocks over the last 15 years
in the U.S., while corporate bonds
have been a better bet than stocks
over the last 25 years, according to
Deutsche Bank.

But powerful long-term trends
also are helping to fuel the bull mar-
ket. Aging populations in developed
countries are likely to buy more
bonds to preserve capital as they
head for retirement. The late 1990s
U.S. stock bubble coincided with a
peak in the share of the U.S. popula-
tion of high savers ages 35-54, while
in Japan, the peak arrived in 1990,
the high point for stocks in Tokyo,
notes Barclays Capital. At the same
time, regulators are demanding that
financial institutions hold larger buf-
fers of high-quality bonds. Central-
bank purchases of bonds for mone-
tary-policy purposes also are driving
down yields.

But there are risks around these
trends. Countries with aging popula-
tions may face lower tax revenue to
support an increasing number of re-
tirees, who will themselves stop buy-
ing bonds and start drawing on their

savings. That will increase fiscal
risks in the bond market. Politicians
could be forced to choose higher in-
flation, or to require banks and
households to buy bonds at unrealis-

tic rates, a form of financial repres-
sion. For central banks, the desire to
avoid deflation could mean a toler-
ance for inflation that ultimately re-
quires sharp rate rises, hitting
bonds. Sustained purchases of bonds
could hurt policy makers’ credibility
and generate an erratic response.

In the near term, however, bond
yields could fall further if developed
economies follow the Japanese path.
And while bonds look rich, devel-
oped-market stocks don’t look cheap.
The Standard & Poor’s 500-stock in-
dex is on a 10-year price-earnings
multiple of 19.7, above the long-run
average. Economic volatility may
rise, boosting the allure of fixed in-
come. Indeed, the current stock-mar-
ket enthusiasm for high-dividend,
high-quality shares has a distinct
bond flavor to it. The cult of the
bond isn’t dead yet.

—Richard Barley

Private equity’s public struggles
Private equity’s favorite exit door

has become a tight squeeze.
Firms backed by private-equity

funds account for 57% of the $12 bil-
lion in U.S. initial public offerings
this year, according to data provider
Dealogic. That is greater than any
previous full year and far higher
than the single-digit percentage such
deals represented in the 1990s.

A key reason is that the buyout
business has expanded aggressively,
while the IPO market has been lack-
luster since peaking in the dot-com
boom. U.S.-focused buyout funds
raised an average of $75 billion each
year between 2000 and 2008, says
data provider Preqin. The U.S. IPO
market, meanwhile, averaged about
$40 billion each year during the
same period.

The worry: If buyout funds crowd
the market, they will be forced to ac-
cept lower valuations and make it
tougher for other companies to raise
money. Indeed, crowding may ex-
plain why some private-equity firms
have abandoned IPO plans. Carlyle

Group made an IPO filing for Vought
Aircraft Industries in 2008 but de-
cided this March to sell the company
to aircraft component maker Tri-
umph Group.

Such direct sales aren’t a perfect
solution. Even with credit getting
easier to access, companies remain
cautious about big acquisitions.

One alternative is to sell portfolio
companies to other private-equity
buyers, but most private-equity
firms have limited appetite for those
deals. In response, more buyout
funds are pursuing multiple exit op-
tions simultaneously.

The problem may have been exac-
erbated because the IPO market was
virtually shut in 2008 and 2009.

Some funds also face pressure to
return cash to existing investors.

Even though IPOs are tough in to-
day’s volatile stock markets, there is
no sign private-equity firms will give
up. Buyout-backed companies ac-
count for 73% of U.S. firms that have
filed for public offerings in the last
six months, says Dealogic.

That puts more negotiating power
in the hands of traditional IPO inves-
tors like mutual funds. With buyout
funds still sitting on businesses they
invested hundreds of billions of dol-
lars in during the boom, the dynam-
ics are unlikely to change anytime
soon.

—John Jannarone

Bond bulls

Source: Federal Reserve Bank of St. Louis
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Pay them and they will come.
When Cisco Systems said Tuesday
it would start paying a 1%-2% divi-
dend, the shares initially popped
over 3%. A $2 billion annual payout
is a tidy sum, but with last year’s
free cash flow above $9 billion, not
enough to dent Cisco’s $25 billion
net cash pile. Of course, Cisco also
repurchased $8 billion of stock last
year. But the tax man lurks over
the final shape of payouts.

CEO John Chambers referred to
uncertainty over dividend tax rates
and the levy on repatriated profits.
The problem for Cisco: Three-quar-
ters of its cash is abroad.

i i i

Leave it to stars to draw a
crowd. Boutiques from Madison
Avenue to Soho were flooded Fri-
day for Fashion’s Night Out. The
plan: for parties with celebrities to
drive purchases. ShopperTrak says
New York foot traffic was 49%
above last year’s event. No word if
spending was so dazzling.

—overheard@wsj.com
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Gordon Brown and lessons worth
learning from the financial crisis

Did Gordon
Brown save the
world in the midst
of the financial
crisis? The then
U.K. prime

minister famously slipped up in
the House of Commons by saying
that he had. He obviously meant
to say that the global banking
system had been saved, but
paused for breath in the wrong
place and left enough time for his
critics to howl down the place
with mocking laughter. It certainly
demonstrated Mr. Brown’s
weakness as a communicator and
played to the idea that he
imagined himself to have
economic super-powers.

Here was the prime minister
who had, when chancellor of the
exchequer, proclaimed “the end of
boom and bust.” As though the
business and economic cycles had
been ended by his actions and
replaced with never-ending
growth and prosperity. The tide of
human affairs had apparently
stopped flowing in and out
because Gordon Brown had given
operational independence to the
Bank of England to set interest
rates.

That theory not quite having
worked out as planned, Mr. Brown
popped up midcrisis with another.
Governments should take vast
stakes in ailing banks to save the
crumbling financial system. His
decision to authorize the
implementation of such a policy in
Britain in relation to the stricken
Royal Bank of Scotland and HBOS
was influential in the U.S. and had
enormous implications.

Mr. Brown is just about to
launch a campaign to reclaim his
reputation from the dustbin of
history, and no wonder. He has
faced a tsunami of criticism at
home and since he lost the

election has had to contend with
his great rival, Tony Blair, saying
that it was always clear Mr.
Brown would be a “disaster” as
PM. “He has to try and rebuild his
reputation. It’s all he can do. It
won’t be easy,” one of Mr. Brown’s
former cabinet colleagues told me
in the summer.

Mr. Brown has thus far opted
for a dignified silence, other than
making it clear that his work
outside the House of Commons,
where he remains a backbencher
with a poor attendance record,
will be of a charitable nature. Not
so subtly he is seeking flattering
comparisons with the multi-
millionaire money-spinning Mr.
Blair.

On Tuesday it was announced
that Mr. Brown is to become a

visiting fellow at the Kennedy
School of Government at Harvard.
He will deliver a lecture there
next week, and lead discussions
with students in seminars.

A book on the financial crisis is
also in the pipeline; he has been
bashing out thousands of words a
day at his modest home in
Scotland.

His bid for rehabilitation will
surely center on his efforts on
RBS and HBOS. It is, in one sense,
the strongest card he has to play.
In this version, it was Mr. Brown
who led the way and
demonstrated to the Americans
that it was a credible response
that could be sold to taxpayers
fearful of a total collapse.

In the U.S., policy makers such
as Treasury Secretary Hank
Paulson certainly seemed stuck.
Their hastily cobbled together
plan to buy up banks’ toxic assets
was under fire.

What would be a fair price for
these assets? Pass. Wouldn’t it
allow banks that had behaved
badly to dump their worst assets
on the taxpayer and then start
again? Yes. Would that encourage

them to behave better in the next
boom? Highly unlikely.

The alternative, buying shares
in the banks and making the
taxpayer the underwriter, had
been discussed by Mr. Paulson and
others. But it had been regarded
as impossible to sell in
Washington and beyond.

Mr. Brown broke that logjam,
although not by any grand design.
He and his chancellor, Alistair
Darling, simply thought that
certain British banks would not be
able to open the next Monday
morning and felt they had no
choice other than to press the
nuclear button of nationalization
late in 2009.

The problem is that it is not
the whole story, although Mr.
Brown can be relied upon to try to
make it appear as though it is.

On all the occasions in the two
years since Lehman Brothers went
bankrupt when Gordon Brown has
been asked about his role he has
talked as though it was a natural
disaster to which he scrambled a
decent response. Press him
further and he will say that
nobody knew what the banks were
up to. Beyond that, he can talk
endlessly but say very little and
concede less.

The big lessons he has been so
far unwilling to learn are not even
that complicated. Run government
surpluses in good times, so that
an economy can be insulated
against the impact of shocks to
the system and inevitable periodic
crises. Try not to spend more than
you earn. Be wary of people
selling products they don’t
understand. Make regulation
simple and easy to understand.
Embrace innovation, fine, but
don’t assume it’s all good. Most
important of all: Don’t think
you’ve solved the problems of
human behavior and economics
just because you’ve made
speeches saying you have.

Will those lessons feature
much in Mr. Brown’s Harvard
lecture and in his book? I doubt it.

A worker carries documents from Lehman Brothers’ London offices in 2008.
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Autos

n Chrysler plans to launch a new
mid-sized sedan in December
called the Chrysler 200 in a bid to
compete with top-selling passen-
ger cars such as the Toyota Camry
and Honda Accord, a person
briefed on the matter said.

n Toyota Motor will introduce six
new hybrid, gasoline-electric vehi-
cles by 2012 on a global basis, the
company’s chief engineer said.

i i i

Aviation

n The WTO is likely to rule that
Boeing received illegal subsidies
from the U.S. government, accord-
ing to people familiar with the
case, potentially leveling the de-
bate with European rival Airbus
and opening the door to trans-At-
lantic negotiations on state sup-
port to plane makers.

n China Airlines, Taiwan’s largest
airline by revenue, signed a letter
of intent to join the SkyTeam glo-
bal airline alliance, which will ce-
ment SkyTeam’s dominance of the
Taiwan Strait route and could
help the airline boost profitability
after it becomes a member.

i i i

Banking

n J.P. Morgan Chase Chairman
and CEO James Dimon said that
lending costs for bank customers
will go up because returns for
banks will fall after implementing
stricter capital and liquidity re-
quirements from the Basel III cap-
ital accord and other financial
regulation on the bank.

n Bank of Ireland’s credit rating
had been downgraded from stable
to Negative by credit ratings
agency Standard & Poor’s, which
cites the weak Irish economy and
heavy state supports.

n RBS Finance Director Bruce Van
Saun confirmed that the 83%-U.K.
government-owned bank may con-
sider both an initial public offer-
ing or sale of its insurance unit,
which must be sold by 2013 under
EU requirements.

n Bank of America’s CEO Brian
Moynihan said the bank will offset
lost profits from new banking
rules, especially for overdraft
charges and debit-card transac-
tion fees, by changing products
over time, including raising ac-
count minimums and levying fees.

i i i

Defense

n Lockheed Martin said that a
plan to whittle down its executive
workforce through voluntary sepa-
rations will result in an estimated
third-quarter, pre-tax charge of
$175 million to $200 million.

i i i

Drinks

n Green Mountain Coffee Roast-
ers plans to acquire smaller Cana-
dian rival Van Houtte in a deal
valued at roughly $900 million.

i i i

Energy

n Indian Oil, India’s largest listed
company by sales, plans to use the
proceeds of its follow-on public
offering to revive shelved petro-
chemical and liquefied natural gas

projects, the state-run refiner’s
chairman, Brij Mohan Bansal, said.

i i i

Entertainment

n Euro Disney, the French theme-
park operator, received permission
from the French government to
enlarge its operations, adding a
third theme park, a housing devel-
opment and a vacation village.

i i i

Financial services

n AIG and its government over-
seers are in talks to speed up an
exit plan designed to repay U.S.
taxpayers in full while enabling
the giant insurer to regain inde-
pendence, according to people fa-
miliar with the matter.

n Credit Suisse has agreed to pay
more than $425 million up-front
for a stake in hedge-fund firm
York Capital Management, in a
deal that ends a year of talks that
were threatened at times by new
Wall Street regulations, according
to people familiar with the matter.

n TPG, the U.S. private equity
firm, is in preliminary talks to buy
a stake of up to 10% in Russian
state-controlled bank VTB from
the government, a person familiar
with the talks said.

n Shinhan Financial’s board of di-
rectors decided to suspend Presi-
dent and CEO Shin Sang-hoon af-
ter he was accused of breach of
trust and embezzlement, but the
decision may not be enough to
dispel the uncertainty looming
over the South Korean company.

n U.K. hedge-fund groups are
fighting back on new EU rules
that would sharply restrict their
pay practices, in an effort to pre-
serve their long-standing practice
of giving generous cash bonuses

to employees making money for
their investment funds.

n Global Payments said it struck
a deal to process card payments
in China denominated in the local
currency, a small opening in a po-
tentially lucrative part of China’s
financial market.

i i i

Markets

n National Australia Bank
walked away from a A$13.3 billion
(US$12.45 billion) deal for wealth
manager AXA Asia Pacific, after
the Australian competition regula-
tor last week said for a second
time that it would block it on
competition concerns.

n AIG’s pan-Asian life-insurance
unit AIA Group named Marc de
Cure as chief financial officer, a
person familiar with the matter
said, removing one of the big
question marks hanging over its
planned initial public offering.

i i i

Metals and mining

n Rio Tinto will spend $803 mil-
lion ramping up production from
its Argyle diamond mine in West-
ern Australia as jewelry demand
from burgeoning Asian markets
depletes existing resources.

n Japan’s Mitsui said it has
forged an alliance with Chinese
mining giant Shenhua to expand
its coal business, including the
possible development of Mongo-
lia’s massive coal reserves.

i i i

Retail

n Kroger has yet to see product
costs increase as food makers
have stepped up promotions in re-
cent months, but the discounts
didn’t batter the grocery giant’s

second-quarter profit, which rose
2.8% to $261.6 million, beating
Wall Street expectations.

n Best Buy posted solid fiscal sec-
ond-quarter earnings results,
beating analysts’ highest esti-
mates, driven by better margins, a
better tax rate and share repur-
chases. Profit rose to $254 million
from $158 million last year.

n Neiman Marcus’s fiscal fourth-
quarter loss narrowed sharply to
$32.8 million from $168.5 million
a year earlier following prior-year
write-downs as revenue climbed
and margins widened.

i i i

Technology

n Nokia Chairman Jorma Ollila,
the executive credited with turn-
ing the Finnish company into the
world’s largest handset maker,
plans to step down in 2012, a
spokeswoman said.

n Nokia launched three new
smartphones to join its flagship
N8 model, and announced up-
grades to its developer tools as it
looks to regain ground lost
against rivals in the high-end
phone market.

n IBM CEO Samuel Palmisano
criticized rival H-P’s decision to
spend heavily to acquire 3PAR and
pay a hefty severance to former
CEO Mark Hurd. Palmisano also
said he has no plans to retire.

n Cisco CEO John Chambers said
the company plans to start paying
a dividend before the end of its
current fiscal year, as the net-
working giant begins to return its
cash holdings to shareholders.

n Philips said its new CEO will
continue to build on the Dutch
company’s current strategy, seek-
ing to benefit from an aging popu-

lation—and demand for its health-
care products—growth in emerg-
ing markets and increased aware-
ness of energy efficiency.

n Verizon Communications said
its chief financial officer, John F.
Killian, will retire at the end of
the year, and the company said it
would soon name a replacement.

n Vodafone International, a unit
of Vodafone, filed an appeal with
India’s Supreme Court after a
lower court ruled that the coun-
try’s tax authorities had jurisdic-
tion to seek tax on a deal Voda-
fone International made.

n India hopes to resolve the issue
of access to Research In Motion’s
BlackBerry services within the
two-month time frame provided
by the government, the federal
communications minister said.

i i i

Telecommunications

n Deutsche Telekom, Telefonica
and other dominant telecommuni-
cations firms in Europe will be
forced to open up their new ultra
fast broadband networks to rivals
under a new package of measures
to be announced by the European
Commission.

i i i

Toys

n Lego Juris, the Danish toy brick
maker, has failed in its bid to
overturn a European trade mark
decision canceling European trade
mark protection for its standard 2
by 4 red Lego brick in a ruling of
the European Court of Justice.

BUSINESS WATCH

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

Delio Gautreaux carries his ‘Halo: Reach’ game system after waiting in line to purchase the first copy of Microsoft’s much-anticipated new video game in New York.
‘Halo: Reach’ is the last installment in the $2 billion franchise that will be made by creator Bungie Studios, but Microsoft will continue to own the Halo brand and
has formed a new studio called 343 Industries that’s responsible for the ever-expanding array of Halo products that it envisions in the decades to come.

Associated Press

In New York, Microsoft’s ‘Halo’ hits shelves and envisions life without its creator
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NEW YORK FASHION WEEK

Designers reclaim individual voices
Gone are the attention-grabbing looks that dominated spring 2008 and last year’s flight from riskier styles

The talk at New York Fashion
Week is that designers are returning
to being themselves.

“Derek [Lam] looked like Derek.
Catherine [Malandrino] looked like
Catherine,” said Michael Fink, dean
of the School of Fashion at the Sa-
vannah College of Art and Design
and a former Saks Fifth Avenue ex-
ecutive.

Likewise, the clothes that Caro-
lina Herrera showed Monday at Lin-
coln Center could be immediately
recognized as Ms. Herrera’s even if
fashion people did the sort of anon-
ymous paper-bag tests that wine re-
viewers do (which isn’t a bad idea,
actually).

Many of Ms. Herrera’s gowns
were the kind of dramatic Oscar-
worthy creations that people have
come to expect from her. The
dresses, with blown-up botanical
prints, maintain the designer’s focus
on flattering the female physique
without flaunting it. For instance, a
silk sheath dress had an asymmetri-
cal neckline that hovered over the
shoulders, framing the model’s neck
and shoulders like a picture. There
was some transparency, but only
where it counts. The ever-classy Ms.
Herrera doesn’t reveal what
shouldn’t be.

If you look at fashion as a ba-
rometer for the economy and cul-
ture, the fact that designers are be-
ing themselves suggests that the
fashion world is getting back to the
business at hand. Designers can
hardly be blamed for getting ner-
vous and excited [read that as freak-
ing out] over the past two years
when the economy was in shambles
and even design greats such as Yohji
Yamamoto were closing stores and
letting staff go.

Soon after the crash in 2008
many New York designers went wild
with embellishments and detail in
an attempt to grab attention. Last
season the look veered the opposite
direction, going classic and risk-
free. That might do for cautious
consumers but it doesn’t create
much action on the runways.

Today, shorter staffed and accus-
tomed to a new, less-blingy world
order, many designers are striking a
more minimalist pose while return-
ing confidently to their own tastes.

“I’ve lived in many countries,”
said Maria Cornejo, the Chilean-

born designer of Zero + Maria Cor-
nejo. “It’s about heritage and find-
ing what my signature is and stick-
ing to it. It’s about being confident
this season.” She showed a minimal-
ist collection with structural jackets
and tops with Japanese inflections
and a softly draped white sheath
dress with black color-blocks.

Mr. Fink says he’s applauding the
shift away from creating collections
with “one jacket, three pants, and a
three-armed sweater” that a consul-
tant advised them to do. “You know
when it’s not them on the run-
way—when it’s something someone
told them to do.”

Thakoon Panichgul on Sunday
showed familiar silhouettes with in-
teresting finishing details such as an
asymmetrical dress with hook-and-
eye closures all the way up the
front. A delicate look with lavender
flowers on white pants and a trans-

parent silk top was totally modern
and New York, but hinted at Mr.
Panichgul’s Thai heritage.

It was also easy to imagine much
of the artsy, purposefully wrinkled,
earth-toned collection that Donna
Karan showed being worn by the
designer herself. There were the
obligatory red-carpet gowns that

any designer of her caliber must
do—including a spectacular gold
version with flower embroidery at
the bodice. But most of the collec-
tion seemed aimed at an urban
woman who does yoga, married an
artist, and isn’t afraid of fashion.
And that’s Ms. Karan.

British designer Jenny Packham

debuted her first New York collec-
tion Monday with a series of gauzy
dresses that would look at home in
a vintage Katherine Hepburn film.
Her party and evening dresses had
puff sleeves, lots of sparkle and
hand-painted floral prints for the
contemporary young debutante.

Mixed among solid-color staples,
like a rich tan shirt dress, by Tracy
Reese were playful prints inspired
by nature, tree bark and waves. A
sundress had coy cutouts and a flo-
ral dress was reminiscent of a slip.
The clothes had a ’70s vibe, with
hats that flounced and skirts that
flowed; perforations and embellish-
ments, including beading and pom-
poms, furthered the feel.

“I’m just ready to cut out the
mess, to do the real thing,” Ms.
Reese said after her show Monday.

Yeohlee Teng’s collection, in-
spired, the designer said, by leaf-
cutter ants, introduced a silhouette
that she referred to as crescent. It
artfully managed to be flatter-
ing—with fabric that jutted out at
the hips and then quickly in at the
thighs. Of course, we expect the
Yeohlee brand to play with forms
and fabrics without being ungrace-
ful.

Her show was held in a pent-
house on Central Park South, over-
looking the park. The intimacy of a
spectacular apartment encouraged
the designer to mingle with her
guests beforehand, a rarity in the
luxury-branded world of fashion.

“I felt like I should welcome peo-
ple,” Ms. Teng said.

Red-carpet favorite Monique
Lhuillier presented a confident col-
lection of feminine frocks, in hues
ranging from heart-stopping red to
buttery toffee to a sweetly demure
blush. Cap sleeves have been ap-
pearing in several collections; the
Monique Lhuillier iteration appears
on a cream gazar blouse paired with
high-waisted apple red trousers. A
blonde model in a slick ponytail
wafted by in a swishy floral shirt
dress, suggesting “Mad Men” char-
acter Betty Draper. The show-stop-
pers of the collection were cocktail
dresses in dripping metallics and
ball gowns with yards of luxurious
organza in what the designer called
“poppy,” “stardust” and “cherry
blossom.”

—Elva Ramirez and
Elizabeth Holmes

contributed to this article.

BY CHRISTINA BINKLEY

Above, designer Carolina Herrera
steps on to the runway Monday at
her spring 2011 fashion show. Right,
models in evening gowns walk in the
fashion-show finale for designer
Donna Karan’s spring collection.
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Marc Jacobs runway show in New York this week
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Marc Jacobs excites with new collection

BY CHRISTINA BINKLEY

Marc Jacobs surprised us all
with his own choice of garb at his
show—the to-die-for ticket of New
York Fashion Week. Rather than
the kilts or skirts he’s worn at
past shows—or the birthday suit
his momma gave him that he
wears in the ad campaign for his
new fragrance “Bang”—Mr. Jacobs
stepped calmly out in a pair of
black slacks, a slim leather belt,
and a black buttoned shirt.

He looked “wearable.” And so
did his collection, though it
certainly wasn’t bland.

I’m increasingly coming to
believe that it’s a mark (no pun
intended) of a great designer to
create a runway that is both
wearable and exciting. The two
should not be mutually exclusive.
And with Marc Jacobs this season,
they are not.

The ’70s were the era being
plumbed, with an earth-tone
palate of rust, mauve, mustard
and a tad of orange. It was a
collection with a lot of movement
as well as deep color: drapey silk
dresses and skirts, wide-legged
trousers, and caftans.

Mr. Jacobs didn’t surprise us
with his timing. As he has for
three years, he started the show
at precisely 8 p.m.—the time on
the invitation. That’s 30 minutes

earlier than most designers start,
but woe to the ingenue who
doesn’t know that by now. And
woe to the designer who has a 7
p.m. show in front of Mr. Jacobs.

Mr. Porter’s appearance
There has been a new face

showing up in the front rows of
men’s shows this week. Net-A-
Porter has been scoping out the
men’s presentations as the e-tailer
gears up to launch its men’s site
soon. Among the shows the
company hit: the hot menswear
designer Michael Bastian on
Monday night. The move comes as
an increasing number of online
fashion shopping sites boost their
efforts to woo men.

—More at blogs.wsj.com/runway

[ Heard
on the Runway ]
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Europe

n U.K. consumer-price inflation
remained at 3.1%, above the Bank
of England’s target of 2% for the
eighth consecutive month in Au-
gust, boosted by airfares, clothing
and food prices.

n A U.K. parliamentary committee
criticized the new government for
rushing into a historic strategic
defense review that could reshape
the country’s armed forces.

n Germany’s economic expecta-
tions fell sharply in September as
experts reacted dramatically to
signs of a slowdown in the coun-
try’s core manufacturing sector.
The ZEW economic-research insti-
tute said its economic expecta-
tions index fell to -4.3 in Septem-
ber from 14 points in August.

n New EU proposals are set to
emerge aimed at regulating finan-
cial practices that were blamed
for intensifying the global finan-
cial crisis, including the short-sell-
ing of securities.

n A top EU official said France is
a “disgrace” for deporting Gypsies
and that the bloc would begin le-
gal proceedings against the
French government.

n France banned the burqa, niqab
and other fully-body robes worn
by some Muslim women, by pass-
ing a law forbidding people to
conceal their faces in public.

n Europe’s highest court said ad-
vice from in-house lawyers isn’t
covered by attorney-client privi-
lege, ending a bid to broaden the
doctrine that many corporations,
including Akzo Nobel, had hoped
would give them greater legal pro-
tection in EU antitrust probes.

n The EU raised punitive tariffs
on imports of Chinese-made alu-

minum car wheels in a dispute
that shows how China’s shift into
more sophisticated manufacturing
is raising tensions with some of
its most important trade partners.

n Turkey’s economy grew by a
stronger-than-expected 10.3% in
the second quarter, underlining a
rapid recovery that economists
say will also get a boost from
Turks’ firm support for recent
constitutional reforms.

n The European Court of Human
Rights ruled that Turkey was
guilty of failing to protect ethnic
Armenian journalist Hrant Dink
when authorities knew his assassi-
nation was imminent, and of then
failing to adequately investigate
his murder.

n The Swiss franc shot up to par-
ity against the dollar for the first
time since a spell of broad-based
dollar weakness late 2009.

n Spanish banks’ recourse to ECB
funding fell in August from record
highs in June and July as interna-
tional capital markets started
opening up again for Spanish in-
stitutions. Spanish banks raised
€109.8 billion ($141.4 billion) in
average net funding from the ECB
in August, down 16% from €130.2
billion in July.

n The UN’s Food and Agriculture
Organization estimates that the
number of undernourished people
in the world will drop 9.6% this
year to 925 million, the first de-
cline in 15 years. .

n In the U.K., the chairman of the
BBC’s governing body said that he
would leave his position next May,
a move that comes amid a period
of economic and political pres-
sures on the broadcaster.

n Italy’s top security official said
police have seized a record €1.5
billion ($1.9 billion) from Sicilian

businessman Vito Nicastri, sus-
pected of Mafia association.

n Czech authorities have banned
Google from expanding its map-
ping feature “Street View” in the
eastern European country.

n Ukraine’s opposition leader
Yulia Tymoshenko accused the
West of turning a blind eye to
what she called the “harsh force”
of authoritarianism in the former
Soviet republic.

n Ukraine’s justice authorities
sought to draw a line under the
contract killing of a journalist 10
years ago which caused a political
storm, naming a dead interior
minister as the person who or-
dered the crime.

n Former British Prime Minister
Gordon Brown has been named a
visiting fellow at Harvard Univer-
sity’s Institute of Politics.

i i i

U.S.

n U.S. retail sales rose 0.4%, in-
creasing for a second consecutive
month in August as shoppers
flocked to back-to-school sales
and took advantage of tax-free
shopping promotions in more than
a dozen states.

n Secretary of Defense Robert
Gates is changing the rules for do-
ing business with the Pentagon,
announcing new guidelines that
will accelerate a cost-saving drive
launched earlier this summer.
That initiative aims to eliminate
$100 billion in wasteful spending
over the next five years.

n The U.S. Justice Department
said that it expects to file a civil
suit in relation to the Deepwater
Horizon disaster, asking the court
handling hundreds of private
cases to give government plain-
tiffs special consideration.

n The Obama administration be-
lieves momentum is growing in
the Senate towards ratifying a re-
vamped nuclear arms-control
treaty with Russia, one of Presi-
dent Barack Obama’s top foreign-
policy objectives.

n A federal judge approved $37.6
million in legal fees in connection
with the liquidation of Bernard
Madoff’s investment firm, over
the objections of some victims of
the multi-billion dollar scheme.

i i i

Americas

n Hurricane Igor is moving west-
northwest across the Atlantic on a
track that could take the Category
4 storm toward Bermuda.

i i i

Asia

n Japanese Prime Minister Naoto
Kan fended off a challenge to his
power from a political heavy-
weight, but now faces pressure to
prove he can unify the ruling
party while grappling with prob-
lems ranging from a fragile econ-
omy to an increasingly tense terri-
torial standoff with China.

n Japan threatened to intervene
in the foreign exchange market af-
ter the yen pushed to a fresh 15-
year high against the dollar.

n China’s central bank guided the
yuan to a fresh high against the
dollar for the third consecutive
trading session, fueling regional
expectations that Beijing could al-
low further yuan gains in the face
of increasing pressure from the
U.S. over its currency policy.

n Indian police patrolled the
streets of Kashmir, threatening to
shoot anyone defying a curfew a
day after 19 people died in battles
between troops and protesters in
the disputed region.

n In India, inflation eased in Au-
gust but remained uncomfortably
high, raising the odds that the
central bank will increase rates
this week to contain spreading de-
mand pressures. The WPI reading
on the new index was 8.51%, com-
pared with 9.78% in July.

n In Iran Sarah Shourd, one of
three Americans detained on espi-
onage charges, has been freed on
bail and turned over to Swiss dip-
lomats, according to state media.

i i i

Middle East

n Israeli Prime Minister Benjamin
Netanyahu and Palestinian Presi-
dent Mahmoud Abbas entered into
“detailed” discussions on the
foundations for creating an inde-
pendent Palestinian state, as the
U.S. worked to avert an early
breakdown in the revitalized Mid-
dle East peace process.

i i i

Africa

n In Guinea, only days before the
country’s historic presidential
runoff election, hundreds of thou-
sands of voting cards haven’t yet
arrived and the trucks needed to
transport materials to distant vil-
lages are still stationary.

i i i

Australia

n Australia will produce more
wheat than expected this winter,
according to a government fore-
cast, potentially adding to supply
in a strained global market and to
the nation’s export revenue.

WORLD WATCH

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

Crowds shout at Spanish Civil Guards leading away suspected EKIN member Erika Bilbao following the search of an Herriko Taberna, a Basque nationalist bar in Leioa, just outside Bilbao. Nine members of
outlawed organization EKIN, considered part of the political wing of armed separatists ETA, were arrested in dawn raids throughout the Basque Country and Navarra in an operation controlled by Spanish
Audiencia Nacional judge Fernando Grande Marlaska. These were the first ETA-related arrests since the group announced a new cease-fire on Sept. 5.

In Spain, police arrest nine suspected Basque separatists

Reuters



4 THE WALL STREET JOURNAL. Wednesday, September 15, 2010

EUROPE NEWS

Europe’s recovery loses pace
FRANKFURT—Evidence that Eu-

rope’s economic recovery is losing
steam accumulated Tuesday, with
Germany reporting flagging confi-
dence and the euro zone posting
stagnant factory output.

Industrial production in the 16-
nation currency bloc was flat in July
compared with June, disappointing
analysts who had expected a small
rise.

Separately, the German ZEW eco-
nomics institute’s index of expecta-
tions for the German economy,
based on a monthly survey of finan-
cial analysts, plunged by more than
18 points in September to minus 4.3.
The monthly drop was the biggest
since the height of the global finan-
cial crisis in October 2008.

Although economists say the in-
dex doesn’t always predict the econ-
omy’s performance accurately, the
latest reading adds to signs such as
exports and industrial orders that
suggest Germany’s export-driven re-
bound may be weakening along with
the slowdown in global trade.

The euro-zone’s slowdown could
further weaken the momentum be-
hind economic growth in the U.S.
and Asia, due to Europe’s impor-
tance as an export market.

However, many economists say
they are confident that the euro
zone won’t slip into a renewed,
“double-dip” recession, a scenario
European Central Bank officials
have repeatedly ruled out.

The latest data are reinforcing
many economists’ belief that Eu-
rope’s economic recovery is slowing,
after a second quarter in which the
euro zone’s gross domestic product
grew at a 3.9% annualized pace.

“We are witnessing a payback”
from the last quarter’s strong
growth, said Marco Valli, economist
at lender UniCredit in Milan. He ex-
pects euro-zone GDP to grow at an
annualized rate of around 1.5% in
the third quarter, with growth
weakening to a 1% pace in the
fourth.

Figures from the European
Union’s statistics unit showed Ger-
man industrial production stagnated
in July, after a series of robust in-
creases earlier in the year that pro-
pelled Europe’s largest economy to
an annualized 9% growth rate in the
second quarter.

Industry in Europe’s vulnerable
southern tier remains mired in a
slump, illustrated by output declines
in Greece, Portugal and Spain.
French industry was among the few
bright spots, posting 0.9% output
growth, albeit after sliding by more
than that in June.

German government officials ac-
knowledge that their economy,
which accounts for almost 30% of
euro-zone GDP, will slow, though
they say the recovery itself isn’t in
doubt and they are pressing ahead
with austerity measures aimed at
cutting the budget deficit.

“No one can expect that … this
growth will continue in 2011 as it
did in 2010,” German Finance Minis-
ter Wolfgang Schäuble told Ger-
many’s parliament on Tuesday as he
introduced the government’s pro-
posed budget for next year. “But we
have every chance of seeing steady,
sustained economic growth.”

Berlin plans €11.2 billion ($14.37
billion) in austerity measures next

year, phase one of a four-year plan
to shave €80 billion from its deficit,
which is already among the lowest
in developed countries as a share of
GDP. Other measures include taxes
on nuclear fuel and a levy on air
travel.

Germany is facing criticism of
those plans by economists, prima-
rily in the U.S., as well as interna-
tional organizations worried about

the fragility of global growth.
“The prospect of a premature

exit from stimulus in Europe has
heightened the risk of a double-dip
recession in that region, or even
world-wide,” the United Nations
Conference on Trade and Develop-
ment warned in a report Tuesday.

—Patrick McGroarty
and Paul Hannon

contributed to this article.

BY BRIAN BLACKSTONE

A worker assembles a Porsche at a
factory in Leipzig, Germany, last week.
Fresh data suggest the economic
recoveries both in Germany and the
euro zone are weakening.
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Turkey seeks higher rating as GDP rises
ISTANBUL—Turkey reported

double-digit economic growth in the
second quarter on Tuesday, just a
day after its stock market soared on
the government’s resounding victory
in a constitutional referendum.

The situation has Finance Minis-
ter Mehmet Simsek wondering: Why
are international ratings firms still
grading Turkey, a country on the
cusp of running a budget surplus
and growing up to twice as fast as
Poland, as a worse financial risk
than Greece, Romania or Egypt?

“I certainly think now is the
time” for the agencies to upgrade
Turkey from its current spot below
investment grade, Mr. Simsek said
in a telephone interview with The
Wall Street Journal. “Ratings agen-
cies, particularly S&P and Moody’s
are way behind the curve.”

Mr. Simsek cited Tuesday’s

growth numbers—gross domestic
product rose 10.3% in the second
quarter compared with the year-ear-
lier period, and by 3.7% quarter on
quarter, according to official statis-

tics—as evidence that Turkish fun-
damentals are good. The numbers
were boosted by a 32% jump in pri-
vate investment and strong domes-
tic consumption. The data returned

Turkey’s economy to its peak before
the global financial crisis and
prompted many economists to raise
their forecasts for Turkey’s 2010
growth to as much as 7%.

Turkey’s economy has changed
since a financial crisis in 2001, and
its ratings—which make it more ex-
pensive for the government to bor-
row money—are now out of step,
some economists say. Raters S&P
and Moody’s have Turkey at two
notches below investment grade,
while Fitch rates it one notch below.

The ratings firms and some
economists say Turkey suffers from
a burgeoning current-account deficit
that the government forecasts to hit
5% of GDP this year, and a massive
unregistered economy that makes it
difficult for the government to raise
revenues to fund the gap. Turkey is
vulnerable to a hard landing should
the global economy hit another
bump in the road, causing external
financing to dry up.

BY MARC CHAMPION
AND JOE PARKINSON

Sources: Standard and Poor’s; IMF

Ratings debating
Turkey's credit rating lags many emerging or crisis-stricken economies
despite recent significant improvements

Rating Outlook
Sovereign ratings GDP 2010

forecast
Debt 2010 as
pct. of GDP

Current account
balance 2010

Bulgaria

Egypt

Greece

Romania

Russia

Turkey

BBB

BB+

BB+

BB+

BBB

BB

Stable

Stable

Negative

Stable

Stable

Positive

0.2%

5.0

–4.0

–2.0

4.3

6.1

16.2%

74.1

133.2

35.0

8.1

44.5

$–3.2bn

–5.5

–31.5

–9.4

5.1

–28.3

Short selling
to be targeted
by new EU rules
the collapse of Lehman Brothers in
2008.

Together with other proposals
due in coming months that will af-
fect derivatives trading and capital
requirements for traders, the EU’s
draft legislation is meant to encour-
age a greater standardization of de-
rivatives and to ensure that as many
transactions as possible pass
through centralized counterparties,
or CCPs. CCPs act as the buyer in
every sale and the seller in every
purchase.

The proposed regulation carves
out a partial exception for nonfinan-
cial companies. A late draft said
nonfinancial companies would in
principle not be subject to its re-
quirements unless their positions
“reach a threshold and are consid-
ered to be systemically important.”

“In concrete terms, this means
that the clearing obligation will only
apply to those OTC contracts of
non-financial counterparties that
are particularly active in the OTC
derivatives market and if this is not
a direct consequence of their com-
mercial activity,” it said.

The proposals will be amended
during separate discussions among
European governments and in the
European Parliament. Differences
that emerge between the two ver-
sions will be resolved with the help
of the commission.

The short-selling regulations are
expected to be in place by July 1,
2012, and the derivatives rules by
the end of 2012.

Continued from first page

French Senate
approves ban on
burqas, niqabs,
full-body robes
of European countries are trying to
figure out how to reconcile the val-
ues of modern Europe with more as-
sertive expressions of Islamic faith.
Some countries, such as the U.K.,
have over the decades encouraged
the expression of immigrant cul-
tures and religions under the princi-
ple of multiculturalism.

But others have taken the posi-
tion that it is more important for
immigrants and their descendants
to adopt the values of the country
they have settled in.

The niqab, a head-to-toe garment
thought to be worn by just 2,000
women in France—a country of 65
million people—is seen by many as
an affront to French republican val-
ues. However, France’s republican
values also include freedom, which
makes it problematic to outlaw
niqabs and burqas.

The new law makes no reference
to Islam and doesn’t single out
robes such as burqas or niqabs. It
includes exceptions for people who
need to cover up for work reasons,
such as riot police, surgeons and
welders, and for people wearing car-
nival costumes.

Several Muslim lobby groups had
urged the French Parliament not to
outlaw the burqa, saying such a pro-
hibition would stigmatize France’s
six million Muslims, Europe’s largest
Muslim community. Under the bill,
the ban will apply to everyone in
France, including visitors.

Continued from first page

Sources: ZEW; Eurostat
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A blind man sails with help from afar

W HEN Ed Gallagher goes
sailing, he wears a web-
cam on his head, straps a

netbook computer to his hip and
hops onto a boat with his dog.
Then he relies on Herb Meyer, a
skipper back on land, to watch
the live, streaming webcam video
and give him instructions.

Mr. Gallagher, who is 59 years
old, is blind. “I used to listen to
the old blind guys who had been
sailing for years say you don’t re-
ally need your eyes,” he says. “I
wanted the ability for blind peo-
ple to truly sail by themselves
without a whole crew.”

Mr. Gallagher’s sailing experi-
ment was on view one Sunday af-
ternoon recently. While Mr.
Meyer, who is also disabled,
parked his wheelchair at the bar
in the San Francisco Yacht Club
with a laptop, cellphone and a
beer, Mr. Gallagher was in a 36-
foot sailboat with his guide dog,
Genoa.

“Tack left, Ed. Tack left,” Mr.
Meyer spoke into his headset.
“Ed, you’re not listening to me.
I’m the captain. Tack left. Oh, I
lost him again,” he said after the
screen went dark from a weak
signal. For Mr. Meyer, who still
sails after a boating accident left
him wheelchair-bound 17 years
ago, it was like playing a video-
game.

The sailing experiment is part
of Mr. Gallagher’s broader project
to offer a remote guidance system
to help the blind perform every-
day tasks from reading expiration
dates on food packaging to cross-
ing streets (since bicycles and hy-
brid cars are difficult to hear). In
the past four years, the retired
building contractor has performed
a number of dangerous—and ordi-
nary—tasks using the system.

He has driven a car through
the Rocky Mountains, fired hand-
guns, practiced archery and re-
paired his broken thermostat—all
the while receiving instructions
from a sighted person kilometers
away.

Mr. Gallagher’s vision loss pre-
vents him from obtaining a driv-
ers license, so it is illegal for him
to operate a car. But a spokesman
from the California Department of
Boating and Waterways says no
federal or California laws prohibit
him from recreational boating as
long as he “obeys the rules of the
road.”

Mr. Gallagher says he hopes
that with his system and others
like it, visually impaired users
will feel more comfortable work-
ing outside their homes. The U.S.
Bureau of Labor Statistics Current
Population Survey estimated that
in August 2010, approximately
75% of nearly 4 million people
over the age of 16 who reported
being blind were “not in the labor
force.”

“Technology is a tremendous
liberator for people with vision
loss and most people with disabil-
ities,” says Mark Richert, director
of public policy for the American
Foundation for the Blind, in
Washington.

Mr. Gallagher’s system is con-
troversial, and it isn’t foolproof.
Last March, the San Francisco
resident suffered a bad concus-
sion in a skiing accident in Aspen,
Colo., when he hit a big rock that
his guide hadn’t seen, flipped

over and landed headfirst. It took
him months to recover. “I’ve been
going skiing there for years,” he
says. “After this accident, I think
it’s time to hang up my skis.”

Mr. Gallagher, who grew up in
Lake Fenton, Mich., lost his sight
15 years ago to cytomegalovirus
retinitis, or CMV retinitis, a rare
viral infection. An avid sailor, he
says that he thought at the time
that his vision loss “was the end
of sailing.”

But Mr. Gallagher regained his
sea legs when the Department of
Veterans Affairs suggested that he
join a nonprofit organization
called Bay Area Association of
Disabled Sailors in 2000. The
group offers specially engineered
dinghies that allow its quadriple-
gic and paraplegic members to
sail solo.

That inspired Mr. Gallagher to
pioneer a system that would
achieve the same goal for the
blind. In 2006, he teamed up with
psychiatrist Richard Baldwin and
wheelchair-bound sailor Paul
Walker, who were also involved
with BAADS, to create Genoa Ser-
vices, which he named after his
dog.

Developing it was slow at first,
with the trio depending on do-
nated equipment and a shoestring
budget. By 2007, they had created
a rudimentary system using a lap-
top and a bike helmet with a
bulky video camera strapped on
top. But with improvements in
technologies like Wi-Fi, the sys-
tem progressed to include sun-
glasses with a webcam embedded
inside, and a small Asustek Com-
puter Inc. netbook.

During a recent demonstration
at the LightHouse for the Blind in
San Francisco, a Northern Califor-
nia blind-services organization, a
blind woman, Sandra Abeyta, 46,
struggled to hold back tears after
she was able to distinguish be-
tween classic yellow mustard and
Dijon in the cafeteria refrigerator
using the system. “Genoa could
really improve people’s lives,” she
said.

But not everyone is excited by
Mr. Gallagher’s invention. Bryan

Bashin, chief executive of San
Francisco LightHouse, says the
system could prevent blind people
from learning basic, nonvisual
survival skills. “This could lead
students down the wrong path,”
he says. “I fear that they will
think having someone sighted see
for you is the only solution to
blindness.”

Mr. Gallagher remains unde-
terred by skeptics. He says Genoa
Services has attracted small
amounts of cash from inves-
tors—and equipment from device
maker Logitech Inc. and its
founder Daniel Borel. Mr. Gal-

lagher is applying for a govern-
ment stimulus grant. Meantime,
Mr. Gallagher is having fun with
his system. Last month, he took
Genoa (the system and the dog)
to a San Francisco park for a
game of fetch. He hurled a tennis
ball across the park, all the while
being guided by his assistant Isa-
bel Tifft, who was about 25 kilo-
meters away in Alameda, Calif.

Genoa scurried after the ball
but refused to return it to Mr.
Gallagher. (Fetching isn’t gener-
ally part of guide dog training.)
“Where’s the ball?” Mr. Gallagher
asked aloud. Some people stand-

ing nearby who thought he was
talking to them called out, “It’s to
your left, a little further.” Mr. Gal-
lagher quickly replied, “I know
where it is.” To their astonish-
ment, he quickly picked up the
ball. “They must have thought I
was talking to myself or had gone
completely crazy,” Mr. Gallagher
said, laughing.

BY NICK BURNS
San Francisco

Ed Gallagher, who is blind, sailing in San Francisco Bay. He wears a webcam on his head to send video to a skipper on land, who gives him directions.
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Pope’s offer colors first British visit
In October 2009, the Vatican sur-

prised the Anglican Communion
with an extraordinary recruitment
offer: defect to the Roman Catholic
Church without surrendering certain
Anglican traditions, including the
right for clergy to be married.

A year later, as Pope Benedict
XVI arrives Thursday for his first-
ever papal state visit to the U.K., his
offer hasn’t resonated widely with
Anglicans, officials in both churches
say.

Archibishop of Canterbury
Rowan Williams, first among equals
in the Anglican Communion, the
world’s third-largest Christian group
after Roman Catholics and Eastern
Orthodox, indicated that he had lit-
tle warning of the Vatican move and
reacted coolly to it at the time.

Most people who will act on the
Vatican’s still-undefined arrange-
ment, called a special ordinariate,
are expected to come from groups
that have already split from the An-
glican Communion. That reality,
along with the resumption of the of-
ficial ecumenical dialogue between
the churches, has helped to smooth
relations between Pope Benedict
and Archbishop Williams, who will
host the pope at Lambeth Palace in
London on Friday.

“The Vatican offer “felt like a
hard thing at first, especially since
we were in Rome preparing for the
next round of ecumenical talks when
it took place,” said Rev. Canon Aly-

son Barnett-Cowan, director of
unity, faith and order for the Angli-
can Communion, who leads the An-
glican side of the official dialogue
between the churches. “But I think
it won’t cause disrepair to the Ro-
man Catholic-Anglican Communion
discussions.”

The pope’s four-day tour will in-
clude a meeting with Queen Eliza-

beth II at the Palace of Holyrood
House in Edinburgh on Thursday, an
interfaith gathering in London Fri-
day and an outdoor Mass Sunday in
Birmingham. Benedict’s state visit
comes almost 30 years after Pope
John Paul II’s 1982 pastoral visit to
England and Wales.

The latest ecumenical discussion
between Catholics and Anglicans

ended in 2007 with a joint report ti-
tled “Growing Together in Unity and
Mission.” The two churches’ bodies
have in the past year taken steps to-
ward new talks that will focus on
the nature of the church and ethical
teachings.

When Cardinal Joseph Ratzinger
became pope, observers believed his
most likely ecumenical ally would be

Archbishop Williams, and that has
largely been the case.

“They’re both coming from the
same place—the lecture hall,” says
Msgr. Mark Langham, the Vatican
official in charge of relations with
Anglicans. “Both appreciate and rec-
ognize the high quality in each
other’s intelligence and theology.”

Francis Campbell, the British
ambassador to the Holy See, added
that the two leaders are deeply con-
cerned about retaining a position in
the increasingly secularized public
square for men and women of faith.
“It comes back to this notion that
the religious voice cannot be dis-
missed in society simply because it’s
a religious voice,” he said.

The Vatican says it will keep pur-
suing its overture to Anglicans. For
now, the ordinariate exists only “on
paper,” Msgr. Langham said. Catho-
lic bishops have established com-
mittees to discuss how the adminis-
trative body will be set up in
different regions and countries.

In England, Msgr. Langham said,
Catholic bishops have involved their
Anglican counterparts in talks on
how Anglicans can convert to Ca-
tholicism without forsaking Angli-
can traditions.

Msgr. Langham said the Vatican
isn’t trying to “cherry pick” Angli-
can faithful. If the Church of Eng-
land can’t find a way to accommo-
date conservative members, who
oppose the ordination of women,
“it’s very possible they’ll come
over” to the ordinariate, Msgr.
Langham says.

BY DAVE KANSAS
AND STACY MEICHTRY

Pope Benedict XVI, left, shakes hands with Archbishop of Canterbury Rowan Williams at the Vatican in November.
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Legislators criticize
U.K. defense review

A U.K. cross-party parliamentary
committee criticized the govern-
ment for rushing into a historic
strategic-defense review that could
reshape the country’s armed forces.

The rebuke comes as Britain’s
armed services, and many members
of the public, fret that the review
could have far-reaching effects on
the country’s defenses by dramati-
cally reducing troop numbers and
cutting U.K. orders of military hard-
ware, such as the Joint Strike
Fighter jets currently being devel-
oped with the U.S.

The government’s strategic de-
fense and security review, or SDSR,
is meant to assess the country’s mil-
itary and security needs heading
into the future, but it has taken on
greater urgency in an environment
in which the government is seeking
deep cuts to master a huge deficit.

In its first report on the SDSR,
the House of Commons Defence
Committee raised concerns that the
U.K. may be headed for a reduction
in its military preparedness. The re-
port expresses concern that me-
dium- and long-term threats and the
capabilities needed to meet them
could be obscured by operational re-
quirements in Afghanistan. It at-
tacked the Ministry of Defence’s
failure to develop the role of reserv-
ists and was critical of limited con-
sultation with the public and indus-
try. “The rapidity with which the
SDSR process is being undertaken is
quite startling,” the committee said.

“We conclude that mistakes will be
made and some of them may be se-
rious.”

Defence Secretary Liam Fox is-
sued a swift rebuttal. “The SDSR
will address the most immediate
threats to our national security,
while maintaining the ability to
identify and deal with emerging
ones,” he said.

The Conservative-Liberal Demo-
crat coalition government came to
power in May and inherited a gap-
ing budget deficit from the previous
Labour administration. The govern-
ment is carrying out a comprehen-
sive spending review in parallel with
the strategic defense and security
review. The SDSR is due to be deliv-
ered Oct. 20.

But according to one person fa-
miliar with the review, the Joint
Strike Fighter is likely to go ahead,
though the size and type of orders
could be changed. Still, everything
“is still up for consideration,” this
person said.

However, big cuts could be in
store to the overall size of the army,
this person said. Many fear that
such cuts will hamper the force.

“Another Afghanistan or Iraq
would be hard. You can’t cut to a
great degree a force that is already
overstretched,” said Carina O’
Reilly, an analyst at defense publica-
tion group Jane’s.

The defense committee said it is
concerned that the Ministry of De-
fence’s budget isn’t protected for
the future, unlike those of the De-
partment for International Develop-
ment and the Department of Health.

BY ALISTAIR MACDONALD
AND JONATHAN BUCK
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When the European Cup
was relaunched as the
Champions League, UEFA
executives probably had
something like this year’s
Group G fixtures in mind.

Real Madrid, AC Milan and
Ajax Amsterdam boast a
combined 20 European Cups
and nine runner-up medals,
making this arguably the most
glamorous four-team pool in
the tournament’s history. In this
company, Auxerre is simply
making up the numbers.

Nine-time winner Madrid
was a 6/1 selection in this
column before the tournament
and opens its campaign at
home to Ajax on Wednesday.
The Dutch side won the last of
its four titles in 1995 and is no
longer the force it once was.

Ajax is unlikely to win on
Wednesday, but Madrid coach
José Mourinho rarely instructs
his teams to play offensively,
so we could be in store for a
closer match than odds of 1/3
for Madrid to win suggest.

Backing Ajax at 5/4 with a
+1/1.5 Asian Handicap on
Betdaq could prove good value.

Elsewhere, the meeting
between Bayern Munich and
AS Roma will also entice
football fans everywhere.

Last year’s finalist Bayern
has made an inconsistent start
in the Bundesliga, with four
points from three games, while
Roma managed only a draw at
home to Cesena before being
thrashed 5-1 by Cagliari last
weekend. The Italians will find
it equally tough here. Although
both sides are expected to
advance to the knockout phase,
this time the points look like
being the home team’s at 7/10.

Tip of the Day

12

Source: Opta Stats

José Mourinho.
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The reign of Spain continues
Rafael Nadal’s victory at the U.S. Open is the latest in a line of Spanish sporting success

So Spain’s takeover of interna-
tional sports continues.

Rafael Nadal’s rain-delayed vic-
tory at the U.S. Open on Monday
will be remembered as the moment
that the 24-year-old Spaniard finally
achieved an elusive first title at
Flushing Meadows and joined the
elite group of seven players who
won all four Grand Slams over the
course of their career.

By some standards, however, it
was fairly unremarkable.

Throughout this summer, the
world’s biggest sporting events have
ended in similar fashion: With a
grinning athlete, draped in the
Spanish flag, jumping up and down
with the trophy.

“These days are, without doubt,
the greatest times for Spanish
sport,” said Alejandro Blanco, the
president of the Spanish Olympic
Committee. “It’s almost difficult for
Spain not to get good results.”

Mr. Nadal’s victory was only the
latest development in his country’s
monopoly of success this summer.

In the past three months, Spain
won its first football World Cup—in
South Africa—cyclist Alberto Conta-

dor won his third Tour de France,
while Mr. Nadal won his sixth
French Open, his second Wimbledon
and his first U.S. Open.

Things may get even better.
Fernando Alonso, a two-time For-
mula 1 champion, won last Sunday’s
Italian Grand Prix, moving within 21
points of the top of the standings
and emerging as arguably the favor-
ite to win the title in Abu Dhabi in
November.

Perhaps the most remarkable
thing about this month’s FIBA world
basketball championships was that
Spain, the reigning champion, fin-
ished only third.

“We have a very high standard,
good athletes, great coaches and
clubs and good planning,” said Mr.
Blanco. “The results are there for
everyone to see.”

Still, the country’s renaissance
has posed a question that has been
puzzling the sports world: After de-
cades of relative athletic obscurity,
what’s gotten into Spain?

The answer lies with a genera-
tion of Spanish athletes who grew
up during the construction-driven
economic boom in the 1990s.

In this increasingly prosperous
country, Spain’s aspiring stars bene-
fited from better nutrition and ac-

cess to improving sporting facilities,
thanks in large part to a public-pri-
vate initiative known as the Plan to
Aid Olympic Sport, or ADO Plan,
which was implemented before the
1992 Olympics in Barcelona.

“The proliferation of sporting
venues at a local level has been
huge,” said Juanma Murua, of
sports consultant Avento in San Se-
bastian. “Spain had no sporting cul-
ture during the [Franco] dictator-
ship but from the mid-1980s, the
country invested heavily on infra-
structure for every category. Gradu-
ally, we have turned into a sporting
nation.”

At the same time, the country in-
vested heavily in the development
of high-quality coaching, particu-
larly at the grass-roots level and at
community sports clubs, which
Spanish kids attend in droves after
school. Whereas the number of
coaches in England holding the offi-
cial European coaching badge is
2,769, in Spain there are 23,995.
Which means the ratio of licensed
coaches to players in England is one
to 812; in Spain, it is one to 17.

“There has been emphasis from
schools and sports clubs on training
and nurturing sporting talent,” said
Ismael Moya Díaz, of the Cogesde-

porte sports consultancy in Seville.
It’s not just football. Tennis clubs

have sprung up throughout the
country in the past 20 years, espe-
cially in major cities like Madrid,
Valencia and Barcelona, which
houses the world renowned Sán-
chez-Casal Academy, founded by
former top player Emilio Sánchez.

Now sports outside the Spanish
staples of football, tennis and cy-
cling are getting the same treat-
ment, said Mr. Moya Díaz. In Seville,
the Club Deportivo Gimnástico Sur
has trained around 180 gymnasts
aged 3-12 in the past two years as
Spain seeks to make a major impact
in the sport in the coming years.

Spain’s mild climate, which al-
lows outdoor play 11 months of the
year, is a factor, which causes some
to ask whether the most surprising
thing about the sporting success is
that it took so long to arrive.

“Spain is a good country for
sport,” Xabi Alonso, a member of
Spain’s World Cup winning team,
said this summer. “If you go to any
little town in the middle of nowhere,
you always have a tennis court, a
basketball court, a building to do
other sports in.

“It’s a golden age at the moment.
We’re really proud.”

BY JONATHAN CLEGG
AND JAVIER ESPINOZA

Rafael Nadal celebrates winning the men’s U.S. Open tennis title. His victory comes in a summer that has also seen success in football, cycling and Formula 1.
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Rafa seals all four Grand Slam crowns
Rivalry? In tennis, there’s no ri-

valry any more. Rafael Nadal stands
alone. The 24-year-old Spaniard
won his first U.S. Open Monday
evening 6-4, 5-7, 6-4, 6-2 over No-
vak Djokovic.

Mr. Nadal has now won all four
Grand Slam tournaments at least
once. He’s the youngest player to
achieve the feat in the Open Era,
which began in 1968. And he’s the
first to win the French Open, Wim-
bledon and the U.S. Open in the
same year since Rod Laver, the last

man to win a calendar-year Grand
Slam, did it in 1969.

The U.S. Open final was pushed to
Monday for the third-straight year,
and it was delayed even further
when the skies opened over Arthur
Ashe Stadium. The breaks helped
Mr. Djokovic, who needed five sets to
upset Roger Federer in Saturday’s
semifinal. For three sets, he played
even better tennis, but, in the end,
no amount of rest could prepare him
for Mr. Nadal’s repeated blows.

Mr. Nadal now has a chance to
dosomething even more ambitious:
displace Mr. Federer, who has a re-

cord 16 Grand Slam titles, as the
greatest player in history. He’s more
than on pace to do it. At Mr. Nadal’s
age, Mr. Federer, now 29, had six
Grand Slam titles.

Mr. Nadal’s ascendance at this
year’s Open should teach us one
thing: The tennis narrative is fond
of plot twists. A year ago, Mr. Nadal
lost his first ever match at the
French Open and missed Wimbledon
with tendonitis. He struggled with
the divorce of his parents. At last
year’s U.S. Open he was pummeled
by Argentina’s Juan Martin del
Potro in the semifinals. “A year ago,

you were like, ‘Oh my God, this ca-
reer might be done, and I don’t
know what’s going to happen
here’ ,” John McEnroe said in an in-
terview last week. “Now... you’re
like, ‘This guy’s going to be right
there with Federer, Laver and [Pete]
Sampras.’ ”

The question is, will he surpass
them all? It’s worth remembering
that Bjorn Borg won only two more
Grand Slam titles after claiming his
ninth at 24. Of course, the compari-
son with Mr. Borg is not as fitting
as it once was. The great Swede
never won the U.S. Open.

BY TOM PERROTTA
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Tymoshenko castigates West
KIEV, Ukraine—Ukraine’s opposi-

tion leader accused the West of
turning a blind eye to what she
called the “harsh force” of authori-
tarianism in the former Soviet re-
public.

Yulia Tymoshenko, heroine of
Ukraine’s 2004 Orange Revolution,
said President Viktor Yanukovych is
squeezing her party, clamping down
on the media and eroding the “dem-
ocratic foothold” the country repre-
sents in a region of strongman rul-
ers.

“People in Ukraine … are horri-
fied when Western leaders say they
are very pleased that there is stabil-
ity in Ukraine,” she said in a three-
hour interview Monday. “Every time
they come here, Yanukovych’s image
is cleaned up, and people begin to
get confused and start thinking that
[his] values … are those of the lib-
eral democratic world.”

“It’s the stability of a graveyard,”
she added.

Ms. Tymoshenko spoke calmly
but firmly, displaying the conviction
and energy that were missing early
this year when she campaigned for
president while fighting a recession
as prime minister. An aide said that
in recent weeks she had overcome
the disappointment of defeat by Mr.
Yanukovych and regained her spirit.

Her rivalry with Mr. Yanukovych
stems from her role in the peaceful
revolt that overturned his allegedly
fraudulent victory in the 2004 presi-
dential election. After gaining office
in February in a vote considered as
fair, Mr. Yanukovych dismissed her
as prime minister the next month
and moved to consolidate power.

Several of her allies have been
arrested, and some journalists are
reporting increased pressure to toe
the official line. Mr. Yanukovych de-
nies her accusation that he’s anti-
democratic but has suggested con-
stitutional changes to strengthen
presidential powers and give him
tighter control over an economic re-
covery program.

The turnabout has cast the com-
bative “Tigryulia,” as she became
known after posing for campaign
photos with a tiger, back into the
political opposition, a terrain she
has known off and on for 14 years.
With a peasant braid curled atop
her head like a crown, Ms. Tymosh-
enko still inspires loyal devotion
among supporters and loathing
among opponents.

In a new twist, however, the tar-
gets of her sharp tongue include
Western governments that she says
were once more supportive of de-

mocracy in Ukraine.
Western leaders have chided Mr.

Yanukovych but spared him of blunt
criticism. Visiting Kiev last week,
U.S. Undersecretary of State William
Burns urged him to protect freedom
of speech and democratic gains. Po-
litical analysts say the West doesn’t
want to push Mr. Yanukovych closer
to Russia’s authoritarian leaders,
with whom he has warm relations.

Ms. Tymoshenko called on the
West to send a strong message that
Ukrainians aren’t “alone against this
harsh force.”

She flies to Brussels Wednesday
to make her case at the summit of
the European People’s Party, the
center-right alliance of which her

Fatherland party is an associate
member. Welcoming Mr. Yanukovych
to Brussels on Monday, European
Council President Herman van Rom-
puy praised Ukraine’s “political sta-
bility, based on a strong parliamen-
tary majority.”

Ms. Tymoshenko said that ma-
jority had been achieved by bullying
lawmakers from her party to switch
sides, a charge the government de-
nies. Grabbing a pencil, she sketched
her version of Ukraine’s political
map, with most parties on the gov-
ernment side, and her party and a
few smaller allies on the other.

Mr. Yanukovych’s team says the
recent arrests are part of his gov-
ernment’s fight against corruption.

He has pledged to protect democ-
racy and and media independence.

Ms. Tymoshenko, in turn, says
the government is trying to dis-
credit and sideline her and her
party. She accused Mr. Yanukovych
of creating a climate of “fear and
brutality.” “The classical three
branches of power have merged into
one trunk, which ... has become a
club in one person’s hand,” she said.

“They shouldn’t rush to write me
off,” she added.

Serhiy Lyovochkin, Mr. Yanuk-
ovych’s chief of staff, dismisses her
claims of persecution and abuse of
power. “She says a lot of things and,
as life shows, not everything she
says corresponds to reality,” he said.

BY JAMES MARSON

Ukraine’s opposition leader Yulia Tymoshenko greets supporters during Independence Day celebrations in Kiev last month.
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EU official
criticizes
French plan
on Gypsies

BRUSSELS — The European
Union’s justice commissioner excori-
ated France for its campaign to de-
port Gypsies, calling it a “disgrace”
and saying the bloc would begin le-
gal proceedings against the French
government.

A visibly upset Viviane Reding
said the removals appeared to vio-
late EU antidiscrimination laws,
which prevent the targeting of eth-
nic groups. She said she was “ap-
palled,” and directly criticized two
French ministers and invoked the
crimes of World War II, when the
Nazis sent Gypsies along with Jews
to die in concentration camps.

France accelerated the removal
of Gypsies, known also as Roma in
Europe, over the summer. French
President Nicolas Sarkozy declared
their encampments threats to public
order and havens for criminals.

EU countries aren’t allowed to
restrict freedom of movement on
account of race or nationality.
French officials have insisted the
deportations are proper, and that
they aren’t singling out any particu-
lar ethnic group.

Mrs. Reding said she and an-
other commissioner received such
assurances from France’s immigra-
tion minister and its European af-
fairs minister two weeks ago.

But over the weekend, a report
emerged that France’s interior min-
istry sent instructions to regional
governors in early August that
called for the clearing of hundreds
of camps, “with those of Roma as a
priority.” On Monday, Interior Min-
ister Brice Hortefeux sent revised
instructions, which didn’t contain
any reference to Roma.

Mrs. Reding expressed fury that
she had been apparently misled.
“This is not a minor offense,” she
said. “This is a disgrace.”

Mrs. Reding said Brussels would
“have no choice” but to begin legal
proceedings against France for vio-
lating the discrimination provisions
of the EU’s free-movement directive.

A French foreign-ministry
spokesman, Bernard Valero, ex-
pressed “astonishment” at Mrs.
Reding’s statement.

“We don’t think that with this
type of statement … we can improve
the situation of the Roma,” he said.

BY CHARLES FORELLE

Court faults Turkey over killing
ISTANBUL—The European Court

of Human Rights ruled that Turkey
was guilty of failing to protect eth-
nic Armenian journalist Hrant Dink
when authorities knew his assassi-
nation was imminent, and of then
failing to adequately investigate his
death.

Mr. Dink, the editor of the small,
Istanbul-based Armenian-language
daily Agos, was killed with three
shots to the back of the head as he
returned to the newspaper’s offices
in January 2007. His killing became
a cause célèbre in Turkey, and a
symbol of the state’s alleged protec-
tion or even encouragement of na-

tionalist extremists.
“None of the three authorities

informed of the planned assassina-
tion and its imminent realization
had taken action to prevent it,” the
court found, while “no effective in-
vestigation had been carried out”
into those failures.

The decision is an embarrass-
ment for the government of Tur-
key’s Prime Minister Recep Tayyip
Erdogan, which has pledged to im-
prove the rights and treatment of
the country’s ethnic minorities. The
government recently sought to set-
tle with the family, after withdraw-
ing a defense of the state’s actions
that relied on a precedent that ap-
peared to compare Mr. Dink’s com-

ments aimed at reconciling Turkish
and Armenian views on the 1915
slaughter of ethnic Armenians with
hate speech by a neo-Nazi.

Turkey’s foreign ministry issued
a statement saying the government
didn’t intend to appeal the court
ruling, and that “studies for imple-
mentation of Dink verdict rulings
will be done and every possible
measure for preventing repeat of
similar violations will be taken.”

Mr. Dink’s family brought the
case against the Turkish state at the
European court in Strasbourg. Tues-
day’s ruling found for the family on
all counts, said their lawyer Arzu
Becerik, awarding Mr. Dink’s widow
€100,000 ($128,760) in damages.

BY MARC CHAMPION

Protesters, holding signs reading: ‘For Hrant, for Justice’ demonstrated on
behalf of slain journalist Hrant Dink near a courthouse in Istanbul last year.
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C-SUITE: HEALTH

places like the hips, thighs and
lower belly, may be unsightly, but
they are relatively benign.

Their principal work is to pull
excess fat out of the bloodstream,
package it and store it in big drop-
lets—one per fat cell—until the
body needs it for energy.

Healthy fat cells are precisely
attuned to the body’s needs, says
Michael D. Jensen, an endocrinolo-
gist at the Mayo Clinic in Roches-
ter, Minn. “When you eat too
much, the fat cells store it up, and
when you miss a meal, they give it
back to you.”

But if fat cells aren’t working
properly, they don’t store and re-
lease fat effectively.

Harmful versions called vis-
ceral fat cells accumulate in and
around organs like the heart and
liver, and release fat into the
bloodstream, raising the risk for
heart disease, diabetes, stroke and
Alzheimer’s disease.

Why some fat cells stop work-
ing, and why some proliferate
while others just balloon isn’t un-
derstood.

Heredity clearly plays a role, as
does taking in more calories than
the body needs. But fat-cell func-
tion doesn’t necessarily correlate
with weight gain. Some people are
able to carry 100 extra pounds and
still have functioning fat cells;
others run into metabolic trouble
when they gain just a few pounds,
according to Dr. Jensen.

Until recently, experts thought
that all the body’s fat cells were
created by around age 20, and that
they never died, just grew and
shrunk as people gained or lost
weight. But scientists at Sweden’s
Karolinska Institute recently dis-
covered that even in lean people,
about 10% of the body’s fat cells
die and are replaced each year.

“The fact that the number
seems to remain constant over the
years indicates that something is
very much regulating the number
of fat cells. That’s what I’m inter-
ested in right now,” says neurosci-
entist Kirsty Spalding, the lead re-
searcher.

The amount and distribution of
fat also changes naturally with
age. “People tend to gain subcuta-
neous fat through middle age, and
then it starts to diminish, first on
the back of the hands, then in the
lower legs and elsewhere,” says
James L. Kirkland, a professor of
aging at the Mayo Clinic. It piles
up as visceral fat instead—and
eventually appears in muscle, liver
and even bone marrow, where the
fat is a substitute for new bones.
“Losing subcutaneous fat is not
good, paradoxically,” Dr. Kirkland
says.

That’s partly why some obesity
experts are wary of the new fat-
blasting techniques. The devices
can’t target visceral fat, only sub-
cutaneous fat, and if patients con-
tinue to consume more calories
than they burn, they may hasten
that process of accumulating
harmful fat instead.

Some experts also worry that
forcing fat out of fat cells can in-
crease the level in the blood-
stream. “Fat is very toxic,” says
Dr. Jensen. “It’s not something
you want in large amounts float-

ing around free. You want it inside
a cell, protected.”

Another danger is that losing
fat cells could will lower leptin
levels, signaling to the brain to eat
more.

“That’s one of the reasons it’s
so, so hard to maintain weight
loss—the body is trying to defend
a weight it got used to,” says
Mitchell Lazar, director of the In-
stitute for Diabetes, Obesity and
Metabolism at the University of
Pennsylvania.

Officials at Zeltiq, of Pleasan-
ton, Calif., and Erchonia Corp., the
McKinney, Texas, company that
makes Zerona, say they had to
demonstrate to the FDA that trig-
lyceride levels in the body did not
rise significantly after their proce-
dures.

“It’s the equivalent of eating
three to five french fries per day,”
says Mitchell Levinson, Zeltiq’s
founder and chief scientific officer.

They also say the process is
gradual and involves a small per-

centage of the body’s overall fat.
Still, both companies stress

that it’s important for patients to
change their eating and exercise
lifestyle habits as well.

“This is for patients who have
a discreet bulge they want to get
rid of,” says Mr. Levinson. “Your
love handle will get smaller, but
you won’t lose any weight unless
your change your behavior.”

Email healthjournal@wsj.com.

Subcutaneous fat cells
are found under the skin
in places like the hips,
thighs and lower

belly–think love handles.

Visceral fat cells accumulate
in and around organs,
raising blood pressure,

cholesterol and triglycerides.

Around age 70, fat cells
under the skin shrink and
instead accumulate around

the organs.

Yes, we know too many
calories and not enough
exercise can make us fat.
But what happens when
that double-cheeseburger
and fries cross our lips?

Stem cells
receive
instructions
from the body
about what to
turn into.

Some turn into
early-stage fat cells
called preadipocytes.

Others become adult fat cells. Fat cells are among
the largest and longest-living cells in the body,
capable of expanding at least 64 times their
original size. A lean adult has about 40 billion fat
cells; an obese adult can have 120 billion.

These cells are busy little factories, releasing more than 100
chemicals that send signals all over the body, helping to regulate
growth, puberty, healing, disease-fighting and aging.

(affects
metabolism)

(affects
appetite)

(affects many
organs)

Maryanne Murray/The Wall Street Journal

Freeze! Zap! Bye-bye, fat!
Two devices offer help

Fat cells, watch out. Two new
devices—one that deflates fat
cells, one that destroys
them—have just been cleared for
“body contouring” in doctors’ of-
fices by the U.S. Food and Drug
Administration.

Zeltiq grabs onto love handles
and belly pouches and freezes the
fat cells inside, causing them to
self-destruct over several months.

Zerona is a low-level laser that
rotates around the waist, hips and

thighs, forcing the
fat cells to empty in
a matter of weeks. In
both cases, there are

no incisions, no downtime and no
need for anesthesia. The fat is re-
absorbed by the body.

Several other devices that
claim to painlessly blast away fat
with ultrasound, radio waves or
lasers are already on the market
or hoping for FDA approval soon.
These high-tech weapons in the
battle of the bulge are less inva-
sive than liposuction—which in-
volves loosening fat internally and
vacuuming it out with a tube, a
procedure that nearly 200,000
Americans had last year.

Of course, there is still no
magic wand for the 66% of us who
are overweight or obese: Eliminat-
ing fat cells without also eating
less or exercising more may make
fat crop up elsewhere and ulti-
mately do more harm than good.

That’s because fat cells are not
just passive storage depots for
surplus calories. They are busy
chemical factories that send sig-
nals all over the body, helping to
regulate growth, puberty, healing,
disease-fighting and aging.

Among the 100 or more hor-
mones that fat cells secrete are
adiponectine, which helps manage
metabolism, and leptin, which tells
the brain to eat more or less (al-
though the brain doesn’t always
listen).

Much about fat cells remains
mysterious. They’re among the
largest and longest-living cells in
the body, capable of expanding at
least 64 times their original size
(the upper limit is unknown). A
lean adult has about 40 billion fat
cells; an obese adult can have 120
billion.

In general, it’s healthier to have
a larger number of small fat cells
than fewer, fatter ones. Subcuta-
neous fat cells, under the skin in

BY MELINDA BECK

ON THE CHART

9.6%
fewer people world-wide

are estimated to be
undernourished this year,
the first drop in 15 years.
Still, 925 million people, or
16% of the population in
developing countries, are
suffering from hunger.

Source: Food and Agriculture Organization
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Retail sales keep climbing
U.S. retail sales rose for a second

consecutive month in August as
shoppers flocked to back-to-school
sales and took advantage of tax-free
shopping promotions in more than a
dozen states.

Separately, inventories at U.S.
businesses surged during July, while
sales posted the biggest gain in four
months, the government said, giving
a positive reading for the economy.

U.S. retail sales rose a better-
than-expected 0.4% in August, the
Commerce Department said Tues-
day. Economists surveyed by Dow
Jones Newswires had forecast sales
would rise 0.3%.

The increase follows a revised
0.3% climb in July. The Commerce
Department had initially estimated
July sales rose by 0.4%. The July in-
crease was the first for retail sales
in three months.

August’s rise in retail sales was
driven largely by purchases of cloth-
ing, gasoline and groceries. Sales of
autos and parts slipped 0.7%. Ex-
cluding autos, all other retail sales
rose 0.6%, after rising 0.1% in July.

Retail sales have suffered during
the recession as consumers worried
about a tough job market have been
reluctant to open their wallets.

But the National Retail Federa-
tion had been expecting back-to-
school spending would rise more
than 10% this year to $55.12 billion.

Consumers this year focused
spending on the bare necessities,
pushing retailers to offer deep dis-
counts and other deals to win over
customers.

Apple gave away free iPod Touch
devices to students and teachers

purchasing new computers, while
Staples dropped prices on USB
memory sticks and laptops. Clothing
store Charlotte Russe dropped some
T-shirt prices to just $1.99 and of-
fered 50% off a second pair of jeans.

But despite retailers’ best efforts
to woo consumers, sales conditions
remain tough.

The Federal Reserve’s latest
beige book, a survey of regional eco-
nomic conditions, noted a weaken-
ing in consumer spending and a
general slowdown in economic
growth across the country.

Clothing-store sales rose 1.2% in
August as general-merchandise sales
grew 0.4%. Meanwhile, sales at
sporting goods, hobby, book and
music stores were up 0.9%.

Gas station sales climbed 1.9% in
August. Food and beverage store
sales rose 1.3%.

Furniture sales, however, slipped
0.5% while electronic and appliance
store sales slid 1.1%.

Inventories increased 1.0% from
the prior month to a seasonally ad-
justed $1.376 trillion, the Commerce
Department said Tuesday. Econo-
mists surveyed by Dow Jones News-
wires expected a 0.8% increase.

The gain was the biggest since
July 2008 and suggested confidence
by businesses in the economic re-
covery, which has been restrained
because of a soft job market.

The data showed business sales
in July rose by 0.7% to $1.090 tril-
lion, the largest increase since 2.5%
during March.

The inventory-to-sales ratio in
July was 1.26, unchanged from June.
The ratio indicates how well firms
are matching supply with demand
by measuring how long, in months,
a firm could sell all current inven-
tory.

Inventories in June were revised
upward, to an increase of 0.5% from
the previous report’s 0.3% increase.
Sales that month also were revised,
falling by 0.5% instead of the previ-
ously reported 0.6% drop.

Wholesalers make up about 30%
of all business stockpiles. Factories
account for about 38%. Retailers
make up the rest. The surge in July
inventories was broad-based.
Wholesale inventories grew 1.3%.
Manufacturing inventories increased
by 1.0%.

Retailers’ stocks of goods rose
0.7%. Much of that increase was in
autos, which saw a 2.5% gain in
stockpiling. Excluding cars, other re-
tail inventories were flat. Invento-
ries at clothing stores dipped 0.1%,
while inventories at furniture stores
fell 0.4%.

BY MEENA THIRUVENGADAM
AND JEFF BATER

Source: U.S. Commerce Department
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Fedgrappleswithnextstepsongrowth
Federal Reserve officials will

wrestle with a vexing question at
their Sept. 21 meeting: How weak
does the economy have to get, and
for how long, to warrant taking new
steps to liven growth?

The latest data from the govern-
ment were mildly encouraging: Re-
tail sales increased 0.4% in August
from the prior month after increas-
ing 0.3% in July, the Commerce De-
partment said Tuesday, in a sign
that consumer spending is growing
at a sustainable clip.

Weak consumer spending and
stubbornly high unemployment have
hobbled the recovery, and prompted
fears in some quarters that the U.S.
could slip back toward recession.
But those fears have eased recently
as the U.S. has notched several bet-
ter-than-expected economic reports.

Because Fed officials don’t agree
on what threshold a slowdown
would have to hit to prompt further
action, the Fed is unlikely to launch
a big new bond-buying program next
week.

The central bank is considering
whether to restart the bond-buying
it undertook last year and early this
year to drive-down long-term inter-
est rates and encourage more pri-
vate borrowing and, thus, economic
growth. It has already pushed short-
term interest rates to near zero, but
growth remains stubbornly slow, un-
employment high and inflation
lower than the Fed wants.

Right now the Fed is holding its
bond portfolio at a constant level.
Fed Chairman Ben Bernanke has
avoided laying out specifically what
would prompt him to grow that
portfolio by restarting the bond-
buying program. Other members of
the policy-setting Federal Open Mar-
ket Committee have differing views.

“If the growth numbers come in
about where the consensus forecast
is, and we continue to get inflation
between 1% and 2%, I don’t believe I
would see a need for further stimu-
lus,” says Jeffrey Lacker, president
of the Federal Reserve Bank of Rich-
mond.

He is part of a vocal camp of Fed
officials who are reluctant to expand
the Fed’s $2.3-trillion portfolio of
securities and loans. The
group—which includes the presi-
dents of the Kansas City and Phila-
delphia Fed banks, Thomas Hoenig
and Charles Plosser—doubts new
purchases would help growth and
fears they could cause inflation
later. Mr. Lacker says it would take
a real risk of broadly falling con-
sumer prices, known as deflation, to
justify more action.

Other Fed officials have much
lower thresholds. One camp argues
that with the 9.6% unemployment
rate far from the Fed’s long-run ob-
jective of 5% to 6% and the inflation
rate at the low end of its desired
range between 1.5% and 2%, there is
already reason for the Fed to take
new steps to spur recovery.

Among the Fed bank presidents,
Janet Yellen of San Francisco and

Eric Rosengren of Boston likely
would support a decision to buy
more bonds.

Many officials are between the
“avoid acting” and “act now” posi-
tions. Some would restart the bond-
buying program simply if the econ-
omy fails to improve soon. Unem-
ployment has been stuck at or above
9.5% all year and Fed officials want
to see it on a downward trajectory.

Mr. Bernanke has laid out broad
markers for his threshold to further
Fed action but has been vague to
avoid getting ahead of the brewing
debate. The Fed would be “proactive
in addressing significant further dis-
inflation,” he said in an August
speech, suggesting the threat of an
inflation slowdown could spur him
to act. He added the Fed would act
to avoid “a further significant weak-
ening in the economic outlook,” sug-
gesting continued subpar growth
could be another trigger.

Though they may not be ready to
act, Fed officials next week could
use their post-meeting statement to
signal a willingness to restart bond-
buying. They also are considering
how to structure a program if
needed. It could look different than
the program the Fed announced in
March 2009, when it set out to buy
$1.7 trillion worth of Treasurys and
mortgage debt—known by Fed insid-
ers as the “shock and awe” strategy.

A new round could be smaller-
scale at first and adjusted as the re-
covery unfolds, an approach advo-
cated by St. Louis Fed President
James Bullard.

BY JON HILSENRATH
AND SARA MURRAY

Ben Bernanke is mulling another round of bond-buying by the Federal Reserve.
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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 495.00 11.50 2.38% 705.00 343.25
Soybeans (cents/bu.) CBOT 1035.50 1.00 0.10 1,555.00 809.75
Wheat (cents/bu.) CBOT 736.00 -9.00 -1.21% 1,038.25 472.75
Live cattle (cents/lb.) CME 100.800 0.425 0.42 101.900 87.475
Cocoa ($/ton) ICE-US 2,679 69 2.64 3,497 2,280
Coffee (cents/lb.) ICE-US 195.30 6.15 3.25 198.65 123.95
Sugar (cents/lb.) ICE-US 23.41 0.86 3.81 23.52 11.90
Cotton (cents/lb.) ICE-US 94.50 1.79 1.93 100.50 53.87
Crude palm oil (ringgit/ton) MDEX 2,643.00 -33 -1.23 2,730 1,797
Cocoa (pounds/ton) LIFFE 1,849 22 1.20 2,360 1,590
Robusta coffee ($/ton) LIFFE 1,591 20 1.27 1,843 1,311

Copper (cents/lb.) COMEX 346.85 -1.05 -0.30 366.90 189.50
Gold ($/troy oz.) COMEX 1271.70 24.60 1.97 1,274.50 675.00
Silver (cents/troy oz.) COMEX 2043.20 28.10 1.39 2,205.50 895.50
Aluminum ($/ton) LME 2,134.00 -12.00 -0.56 2,481.50 1,791.00
Tin ($/ton) LME 22,175.00 175.00 0.80 22,175.00 14,195.00
Copper ($/ton) LME 7,540.00 -90.00 -1.18 7,970.00 5,885.00
Lead ($/ton) LME 2,217.00 -8.00 -0.36 2,615.00 1,580.00
Zinc ($/ton) LME 2,150.00 -15.00 -0.69 2,659.00 1,617.00
Nickel ($/ton) LME 22,850 -175 -0.76 27,590 15,910

Crude oil ($/bbl.) NYMEX 77.83 -0.20 -0.26 122.10 66.33
Heating oil ($/gal.) NYMEX 2.1611 0.0045 0.21 3.8342 1.5175
RBOB gasoline ($/gal.) NYMEX 1.9654 -0.0083 -0.42 2.3176 1.7862
Natural gas ($/mmBtu) NYMEX 4.169 ... unch. 11.150 3.971
Brent crude ($/bbl.) ICE-EU 79.27 0.20 0.25 134.77 71.01
Gas oil ($/ton) ICE-EU 677.25 3.00 0.44 768.00 605.50

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

Currencies London close on Sept. 14
Per In

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

Argentina peso-a 5.1255 0.1951 3.9488 0.2532
Brazil real 2.2150 0.4515 1.7065 0.5860
Canada dollar 1.3295 0.7522 1.0243 0.9763

1-mo. forward 1.3303 0.7517 1.0249 0.9757
3-mos. forward 1.3324 0.7505 1.0265 0.9742
6-mos. forward 1.3357 0.7487 1.0290 0.9718

Chile peso 640.89 0.001560 493.75 0.002025
Colombia peso 2319.66 0.0004311 1787.10 0.0005596
Ecuador US dollar-f 1.2980 0.7704 1 1
Mexico peso-a 16.6798 0.0600 12.8504 0.0778
Peru sol 3.6188 0.2763 2.7880 0.3587
Uruguay peso-e 26.933 0.0371 20.750 0.0482
U.S. dollar 1.2980 0.7704 1 1
Venezuela bolivar 5.57 0.179390 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.3810 0.7241 1.0639 0.9399
China yuan 8.7575 0.1142 6.7469 0.1482
Hong Kong dollar 10.0812 0.0992 7.7668 0.1288
India rupee 60.0721 0.0166 46.2805 0.0216
Indonesia rupiah 11651 0.0000858 8976 0.0001114
Japan yen 107.79 0.009277 83.05 0.012042

1-mo. forward 107.76 0.009280 83.02 0.012045
3-mos. forward 107.69 0.009286 82.97 0.012053
6-mos. forward 107.56 0.009297 82.86 0.012068

Malaysia ringgit-c 4.0252 0.2484 3.1011 0.3225
New Zealand dollar 1.7630 0.5672 1.3582 0.7363
Pakistan rupee 111.433 0.0090 85.850 0.0116
Philippines peso 57.339 0.0174 44.175 0.0226
Singapore dollar 1.7294 0.5782 1.3324 0.7506
South Korea won 1506.07 0.0006640 1160.30 0.0008619
Taiwan dollar 41.147 0.02430 31.700 0.03155
Thailand baht 39.920 0.02505 30.755 0.03252

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

Euro zone euro 1 1 0.7704 1.2980
1-mo. forward 1.0001 0.9999 0.7705 1.2979
3-mos. forward 1.0003 0.9997 0.7707 1.2976
6-mos. forward 1.0008 0.9992 0.7711 1.2969

Czech Rep. koruna-b 24.480 0.0408 18.860 0.0530
Denmark krone 7.4460 0.1343 5.7366 0.1743
Hungary forint 282.06 0.003545 217.30 0.004602
Norway krone 7.8572 0.1273 6.0533 0.1652
Poland zloty 3.9274 0.2546 3.0258 0.3305
Russia ruble-d 39.728 0.02517 30.607 0.03267
Sweden krona 9.1895 0.1088 7.0798 0.1412
Switzerland franc 1.2922 0.7739 0.9955 1.0045

1-mo. forward 1.2918 0.7741 0.9952 1.0048
3-mos. forward 1.2911 0.7745 0.9947 1.0053
6-mos. forward 1.2901 0.7752 0.9939 1.0061

Turkey lira 1.9362 0.5165 1.4917 0.6704
U.K. pound 0.8376 1.1940 0.6453 1.5497

1-mo. forward 0.8378 1.1937 0.6454 1.5494
3-mos. forward 0.8381 1.1932 0.6457 1.5487
6-mos. forward 0.8386 1.1924 0.6461 1.5477

MIDDLE EAST/AFRICA
Bahrain dinar 0.4894 2.0434 0.3770 2.6524
Egypt pound-a 7.4063 0.1350 5.7059 0.1753
Israel shekel 4.8831 0.2048 3.7620 0.2658
Jordan dinar 0.9193 1.0878 0.7083 1.4119
Kuwait dinar 0.3735 2.6771 0.2878 3.4749
Lebanon pound 1947.65 0.0005134 1500.50 0.0006665
Saudi Arabia riyal 4.8672 0.2055 3.7498 0.2667
South Africa rand 9.1931 0.1088 7.0826 0.1412
United Arab dirham 4.7675 0.2098 3.6730 0.2723

SDR -f 0.8549 1.1698 0.6586 1.5184

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

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

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

15 EUROPE Stoxx Europe 600 266.40 -0.05 -0.02% 5.2% 10.4%

13 Stoxx Europe 50 2587.22 -1.70 -0.07 0.3 6.0

14 Euro Zone Euro Stoxx 267.86 0.24 0.09% -2.5 0.9

12 Euro Stoxx 50 2806.47 1.41 0.05 -5.4 -1.3

15 Austria ATX 2511.46 -4.06 -0.16 0.6 -0.8

10 Belgium Bel-20 2608.85 -1.96 -0.08 3.9 5.6

12 Czech Republic PX 1147.4 -2.0 -0.17 2.7 1.2

22 Denmark OMX Copenhagen 390.41 -0.37 -0.09 23.7 24.7

16 Finland OMX Helsinki 6979.92 -56.31 -0.80 8.1 7.4

13 France CAC-40 3774.40 7.25 0.19 -4.1 0.6

13 Germany DAX 6275.41 13.73 0.22 5.3 11.5

... Hungary BUX 23473.36 58.02 0.25 10.6 20.4

13 Ireland ISEQ 2795.04 -20.44 -0.73 -6.0 -15.5

16 Italy FTSE MIB 21003.94 2.32 0.01 -9.7 -9.1

14 Netherlands AEX 336.73 -0.54 -0.16 0.4 9.2

9 Norway All-Shares 419.47 -1.15 -0.27 -0.1 14.6

17 Poland WIG 44147.39 -76.33 -0.17 10.4 22.7

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

12 Portugal PSI 20 7553.83 18.97 0.25 -10.8 -8.2

... Russia RTSI 1493.21 -10.01 -0.67% 4.6 22.0

10 Spain IBEX 35 10806.6 41.4 0.38% -9.5 -6.8

15 Sweden OMX Stockholm 339.02 0.90 0.27 13.2 19.4

14 Switzerland SMI 6466.32 -5.45 -0.08 -1.2 4.1

... Turkey ISE National 100 62478.98 218.87 0.35 18.3 36.1

12 U.K. FTSE 100 5567.41 1.88 0.03 2.9 10.4

18 ASIA-PACIFIC DJ Asia-Pacific 128.43 0.50 0.39 4.4 8.2

... Australia SPX/ASX 200 4626.46 11.53 0.25 -5.0 1.9

... China CBN 600 25394.43 40.96 0.16 -12.6 -3.8

14 Hong Kong Hang Seng 21696.04 37.69 0.17 -0.8 4.0

21 India Sensex 19346.96 138.63 0.72 10.8 17.6

... Japan Nikkei Stock Average 9299.31 -22.51 -0.24 -11.8 -9.0

... Singapore Straits Times 3048.65 -18.16 -0.59 5.2 15.5

11 South Korea Kospi 1815.25 -3.61 -0.20 7.9 9.8

15 AMERICAS DJ Americas 301.85 0.46 0.15 1.8 8.4

... Brazil Bovespa 67631.41 -399.17 -0.59 -1.4 14.0

17 Mexico IPC 33028.40 106.77 0.32 2.8 11.5

*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 1.0639 1.6488 1.0688 0.1503 0.0348 0.1758 0.0128 0.2828 1.3810 0.1855 1.0388 ...

Canada 1.0243 1.5873 1.0289 0.1447 0.0335 0.1692 0.0123 0.2723 1.3295 0.1785 ... 0.9627

Denmark 5.7366 8.8902 5.7625 0.8103 0.1874 0.9477 0.0691 1.5249 7.4460 ... 5.6007 5.3918

Euro 0.7704 1.1940 0.7739 0.1088 0.0252 0.1273 0.0093 0.2048 ... 0.1343 0.7522 0.7241

Israel 3.7620 5.8302 3.7790 0.5314 0.1229 0.6215 0.0453 ... 4.8831 0.6558 3.6729 3.5359

Japan 83.0450 128.6990 83.4204 11.7299 2.7133 13.7190 ... 22.0747 107.7924 14.4765 81.0788 78.0540

Norway 6.0533 9.3811 6.0807 0.8550 0.1978 ... 0.0729 1.6091 7.8572 1.0552 5.9100 5.6895

Russia 30.6072 47.4335 30.7456 4.3232 ... 5.0563 0.3686 8.1359 39.7281 5.3355 29.8825 28.7677

Sweden 7.0798 10.9718 7.1118 ... 0.2313 1.1696 0.0853 1.8819 9.1895 1.2341 6.9121 6.6543

Switzerland 0.9955 1.5428 ... 0.1406 0.0325 0.1645 0.0120 0.2646 1.2922 0.1735 0.9719 0.9357

U.K. 0.6453 ... 0.6482 0.0911 0.0211 0.1066 0.0078 0.1715 0.8376 0.1125 0.6300 0.6065

U.S. ... 1.5497 1.0045 0.1412 0.0327 0.1652 0.0120 0.2658 1.2980 0.1743 0.9763 0.9399

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of September 14, 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* 298.01 -1.43% -0.5% 8.3%

2.70 15 World (Developed Markets) 1,154.47 -1.34 -1.2 6.3

2.50 15 World ex-EMU 137.94 -1.24 0.9 8.8

2.60 15 World ex-UK 1,150.23 -1.33 -1.1 6.3

3.20 15 EAFE 1,523.26 -1.63 -3.6 1.6

2.30 14 Emerging Markets (EM) 1,033.64 -2.00 4.5 23.1

3.50 14 EUROPE 92.41 0.64 4.7 12.5

3.70 13 EMU 157.69 -1.95 -12.6 -6.8

3.40 13 Europe ex-UK 99.08 0.79 2.5 9.5

4.70 12 Europe Value 99.44 0.86 0.0 4.9

2.40 17 Europe Growth 83.23 0.44 9.3 20.5

2.30 20 Europe Small Cap 177.29 0.69 12.8 20.7

2.10 9 EM Europe 318.46 0.94 14.3 36.9

3.70 15 UK 1,648.84 1.15 2.6 12.8

2.90 16 Nordic Countries 163.06 1.09 19.6 26.3

1.80 8 Russia 761.56 0.83 2.0 24.5

2.40 20 South Africa 751.77 1.54 6.3 12.2

2.90 16 AC ASIA PACIFIC EX-JAPAN 430.32 -1.96 3.3 19.5

2.00 17 Japan 521.23 0.52 -8.3 -12.7

2.30 16 China 64.16 2.02 -1.0 13.0

1.00 20 India 768.83 2.17 8.7 23.5

1.40 10 Korea 510.93 0.97 6.3 13.6

3.80 24 Taiwan 286.80 2.90 -3.1 14.7

2.10 16 US BROAD MARKET 1,254.56 -1.25 1.4 11.2

1.40 42 US Small Cap 1,771.11 -2.14 6.0 16.8

2.50 15 EM LATIN AMERICA 4,219.24 -1.97 2.5 28.1

*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 2343.81 0.36% 6.1%

2.07 15 Global Dow 1382.80 -0.41% 13.6% 1905.67 0.42 1.0

2.40 13 Global Titans 50 167.90 -0.48 12.2 162.71 0.35 -0.2

2.78 16 Europe TSM 2550.35 0.80 -1.7

2.39 16 Developed Markets TSM 2256.19 0.37 4.6

2.23 12 Emerging Markets TSM 4396.26 0.27 19.8

2.80 27 Africa 50 888.30 -0.17 23.7 731.59 0.66 10.0

2.67 13 BRIC 50 490.20 -0.55 26.5 606.47 0.27 12.5

3.10 18 GCC 40 598.80 -0.15 8.5 493.21 0.68 -3.6

2.03 15 U.S. TSM 11583.44 0.06 7.5

3.09 26 Kuwait Titans 30 -c 219.73 2.01 -5.5

1.67 RusIndex Titans 10 -c 3429.30 -2.10 31.4 5644.56 -1.49 15.9

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 680.00 -0.37% 55.2% 756.00 0.39% 38.9%

4.70 14 Global Select Div -d 181.50 -0.31 19.9 201.55 0.52 6.6

5.46 11 Asia/Pacific Select Div -d 278.32 0.12 7.8

4.31 13 U.S. Select Dividend -d 331.39 -0.03 12.2

1.71 17 Islamic Market 1960.37 0.54 6.2

2.09 13 Islamic Market 100 1810.40 -0.29 14.2 2010.55 0.54 1.5

3.21 13 Islamic Turkey -c 1722.60 0.52 41.2 3287.70 1.28 26.4

2.62 15 Sustainability 888.50 -0.28 13.5 973.46 0.55 0.9

3.44 20 Brookfield Infrastructure 1726.70 -0.47 32.5 2136.21 0.36 17.8

1.23 19 Luxury 1091.10 0.25 31.1 1200.38 1.08 16.5

3.11 8 UAE Select Index 239.32 -0.13 -20.8

DJ-UBS Commodity 146.40 -0.03 22.6 137.95 0.81 9.0

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

GLOBAL MARKETS LINEUP
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U.S. defense chief Gates
unveils cost-saving steps

WASHINGTON—Secretary of De-
fense Robert Gates is changing the
rules for doing business with the
Pentagon, amid growing concern
about the U.S. government’s fiscal
outlook.

Mr. Gates announced new guide-
lines Tuesday afternoon that will ac-
celerate a cost-saving drive
launched earlier this summer. That
initiative aims to eliminate $100 bil-
lion in wasteful spending over the
next five years, with the savings in-
tended to help the military invest in
new equipment and preserve troop
strength, even as military budgets
flatten.

Among other things, the new
purchasing guidelines mark a shift
toward “fixed price incentive fee”
contracts, which reward suppliers
for beating negotiated cost targets
but force them to absorb losses for
overruns, and divide risk more
evenly between the government and
the contractor. The new rules also
impose stricter cost ceilings on sev-
eral big-ticket weapons programs,
which must come in under budget
or they won’t be allowed to proceed.

The broad outlines of the cost-
saving push are already public, but
this new series of directives gives
specific marching orders to the de-
partment’s procurement bureau-
cracy.

Ashton Carter, the Pentagon’s
chief weapons buyer, planned to ad-
dress several hundred of the depart-
ment’s senior managers Tuesday to
explain the new guidance. The offi-
cials—who are flying in from around
the country—are responsible for
overseeing the roughly $400 billion
the Defense Department spends an-
nually on hardware and services.

“We’re all accustomed to produc-
tivity growth in the commercial
world where you get a better com-
puter every year for the same
money, or maybe even cheaper, and
we’re not seeing that kind of pro-
ductivity growth in the defense
economy, and we would like to see
more of it,” Mr. Carter said in an in-
terview. “And one of the things we
would like to do is incentivize it.”

As an example, Mr. Carter sin-
gled out four high-profile programs
worth a total of about $200 billion
over several years that the depart-
ment will subject to more rigorous
cost controls: the SSBN-X, a Navy
effort to develop a new ballistic-
missile submarine; the Ground Com-
bat Vehicle, the Army’s program to
replace the Bradley armored fight-
ing vehicle; the Air Force’s “long
range strike” project, which would
replace a next-generation bomber
that was canceled next year; and a
new presidential helicopter.

He said the Pentagon would im-
pose an “affordability target” on

each and wouldn’t allow the pro-
grams to proceed to production if
they aren’t hitting those targets.

Mr. Carter also hinted at more
outright cancellations. Last year, Mr.
Gates scrapped a number of major
procurement programs, including an
ambitious Army modernization plan
and a next-generation Navy de-
stroyer. “We will undoubtedly do
more of that” on programs that
aren’t needed or that are perform-
ing poorly, Mr. Carter said.

In unveiling the new guidelines,
Mr. Gates and Mr. Carter appear in-
tent on reassuring the defense in-
dustry, which has been anxious that
the ongoing efficiency drive will cut
into profitability. Some of the mea-
sures, for instance, will reduce pa-
perwork and overhead. “We’ve dis-
cussed these initiatives with senior
leaders of industry,” said Mr. Carter.
“They understand that…making a
smooth transition to the era we’re
in is good for them, as well as for
the government—and good for mar-
ket perception of them and their at-
tractiveness as an investment.”

In recent months, defense com-
panies have begun making their own
plans for this new reality, with some
companies moving to restructure in
anticipation of flat or declining U.S.
defense budgets.

Most recently, defense giant BAE
Systems PLC announced plans to
put parts of its North American

commercial manufacturing business
up for sale. Last week, Boeing Co.
said it would restructure its Military
Aircraft segment and cut jobs in its
Defense, Space & Security sector.
Also last week, Lockheed Martin
Corp. said more than 600 executives
had taken up a company buyout of-

fer, part of a cost-saving drive.
The Pentagon’s efficiency drive

also faces political resistance, with
lawmakers promising hearings this
month on the belt-tightening initia-
tive, in part over concerns about
preserving constituent contracting
jobs.

BY NATHAN HODGE

U.S. Defense Secretary Gates announced plans Tuesday to accelerate cost cuts.
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Centrist Democrats
seek to keep tax cuts

WASHINGTON—A group of cen-
trist House Democrats will call for a
short-term extension of tax cuts for
upper-income Americans, adding to
growing pressure on Democratic
leaders on the issue.

The group includes House “Blue
Dog” and freshmen Democrats who
are feeling the heat from voters wor-
ried that letting the tax cuts expire
could worsen the recession. They are
gathering signatures on a letter to be
sent to House Speaker Nancy Pelosi,
of California, and Majority Leader
Steny Hoyer, of Maryland, as early as
this week.

“While those in the highest in-
come brackets comprise only 2% to
3% of American taxpayers, econo-
mists estimate that they are respon-
sible for 25% of national consumer
spending,” according to a draft of the
letter reviewed by Dow Jones News-
wires. “As 70% of our economy is
driven by consumer spending, this is
not the time to jeopardize further
growth,” the letter states.

The effort is being spearheaded
by Blue Dogs Jim Matheson of Utah
and Glenn Nye of Virginia, as well as
Reps. Melissa Bean of Illinois and
Gary Peters of Michigan.

House leaders have said their pri-
ority is to extend the middle-class tax
cuts, which Democrats define as
those affecting taxpayers with in-
come of less than $250,000. Presi-
dent Barack Obama and White House
aides in recent days have amplified
calls to let tax rates for upper-income
people rise to where they were be-

fore the 2001 tax-cut law.
The centrist House Democrats

join a growing faction that is split-
ting with Mr. Obama on the question.
Former White House budget director
Peter Orszag last week said Demo-
crats should consider a temporary
extension of the tax cuts for wealthy
Americans.

The House centrists’ letter calls
only for a “short-term” extension of
the upper-income tax cuts, without
stating precisely how long it should
be. It said the cost of that short-term
extension should be offset with
spending cuts to comply with House
pay-as-you-go budget rules.

Mr. Matheson is already on record
calling for an extension of all the tax
cuts. Mr. Nye, a freshman, is in a bat-
tle to hang on to his seat.

BY MARTIN VAUGHAN

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

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

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

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

Europe: 13/1 1.04 99.82% 0.01% 1.42 0.75 1.08

Eur. High Volatility: 13/1 1.51 97.75 0.01 2.16 1.11 1.59

Europe Crossover: 13/2 4.66 101.31 0.05 5.88 4.48 5.12

Asia ex-Japan IG: 13/1 1.15 99.31 0.01 1.72 0.87 1.21

Japan: 13/1 0.98 100.08 0.01 1.76 0.85 1.20

Note: Data as of September 13

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

In percentage points
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Tracking
credit
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Stoxx Europe 50: Tuesday's best and worst...

Previous
close, in STOCK PERFORMANCE

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

SAP AG Germany Software 6,126,897 36.73 1.76% 11.3% 4.7%

Deutsche Bank Germany Banks 6,368,296 49.23 1.47 -0.4 -0.8

Bayer AG Germany Specialty Chemicals 2,627,143 51.48 1.30 -8.0 8.8

Daimler AG Germany Automobiles 5,005,766 44.15 1.11 18.6 33.3

Novartis Switzerland Pharmaceuticals 6,105,469 55.75 1.09 -1.3 12.5

E.ON AG Germany Multiutilities 21,905,324 22.61 -3.44% -22.7 -20.6

Nokia Finland Telecommunications Equipment 30,327,658 7.65 -3.17 -14.3 -27.8

RWE AG Germany Multiutilities 4,201,745 52.55 -1.83 -22.7 -15.7

ArcelorMittal France Iron & Steel 10,762,930 25.21 -1.79 -21.7 -10.3

GDF Suez France Multiutilities 5,014,092 26.43 -1.25 -12.7 -14.8

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

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

BASFn.DE 3,208,594 45.17 1.06% 3.9% 25.7%
BASFn.DE (BASFn.DE)
Allianz SE 1,781,487 86.14 1.03 -1.2 5.7
Germany (Full Line Insurance)
Unilever 4,406,123 21.71 0.86 -4.6 13.7
Netherlands (Food Products)
Societe Generale 3,568,826 46.11 0.68 -5.8 -3.0
France (Banks)
Banco Santander 32,747,142 10.04 0.60 -13.1 -6.9
Spain (Banks)
BHP Billiton 6,484,362 1,981 0.56 -0.7 16.0
U.K. (General Mining)
Telefonica 23,694,834 18.14 0.50 -7.1 -2.6
Spain (Fixed Line Telecommunications)
Astrazeneca 2,053,027 3,385 0.46 16.3 23.8
U.K. (Pharmaceuticals)
L.M. Ericsson Telephone Series B 6,176,161 79.90 0.31 21.2 8.7
Sweden (Communications Technology)
Siemens 2,549,591 76.15 0.30 18.6 16.6
Germany (Diversified Industrials)
Sanofi-Aventis 3,439,911 49.21 0.29 -10.6 2.4
France (Pharmaceuticals)
Nestle S.A. 6,172,772 53.65 0.28 6.9 23.4
Switzerland (Food Products)
BNP Paribas 2,673,409 56.13 0.27 0.4 8.8
France (Banks)
Tesco 14,882,896 423.25 0.25 -1.1 8.1
U.K. (Food Retailers & Wholesalers)
Assicurazioni Generali 5,257,501 15.12 0.20 -19.7 -13.8
Italy (Full Line Insurance)
Banco Bilbao Vizcaya Argentaria 22,438,786 10.22 0.20 -19.7 -16.5
Spain (Banks)
Total S.A. 5,407,755 39.43 0.18 -12.4 -5.3
France (Integrated Oil & Gas)
Barclays 30,246,980 324.00 0.09 17.4 -12.2
U.K. (Banks)
Rio Tinto 5,477,585 3,622 0.07 6.8 36.8
U.K. (General Mining)
BG Group 2,695,306 1,099 0.05 -2.1 -2.4
U.K. (Integrated Oil & Gas)

Latest,
in local STOCK PERFORMANCE

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

ING Groep 17,936,989 7.82 0.03% 13.4% -4.2%
Netherlands (Life Insurance)
France Telecom 5,821,102 16.37 ... -6.1 -10.8
France (Fixed Line Telecommunications)
GlaxoSmithKline 6,958,652 1,282 -0.04 -2.8 9.1
U.K. (Pharmaceuticals)
Iberdrola 25,304,818 5.76 -0.09 -13.6 -12.5
Spain (Conventional Electricity)
Intesa Sanpaolo 67,614,983 2.45 -0.10 -22.1 -18.5
Italy (Banks)
Vodafone Group 54,630,854 159.95 -0.16 11.3 14.9
U.K. (Mobile Telecommunications)
Royal Dutch Shell A 4,550,444 22.30 -0.18 5.7 12.9
U.K. (Integrated Oil & Gas)
BP PLC 23,432,812 415.20 -0.20 -30.8 -23.6
U.K. (Integrated Oil & Gas)
HSBC Holdings 23,692,420 676.20 -0.25 -4.6 0.9
U.K. (Banks)
Credit Suisse Group 5,379,443 46.90 -0.26 -8.4 -15.8
Switzerland (Banks)
Deutsche Telekom 12,649,755 10.47 -0.29 1.7 9.9
Germany (Mobile Telecommunications)
ENI 76,130,320 16.47 -0.36 -7.5 -5.7
Italy (Integrated Oil & Gas)
UBS 11,915,348 18.30 -0.49 14.0 -2.1
Switzerland (Banks)
ABB Ltd. 7,513,304 20.57 -0.53 5.9 -0.3
Switzerland (Industrial Machinery)
Diageo 3,707,944 1,087 -0.55 0.3 14.6
U.K. (Distillers & Vintners)
Anglo American 3,724,761 2,572 -0.58 -5.1 24.3
U.K. (General Mining)
UniCredit 265,024,401 2.02 -0.62 -9.7 -17.8
Italy (Banks)
AXA 6,989,852 13.21 -0.68 -20.1 -21.9
France (Full Line Insurance)
British American Tobacco 2,950,492 2,355 -0.76 16.8 20.2
U.K. (Tobacco)
Roche Holding 2,165,113 142.00 -1.11 -19.2 -13.8
Switzerland (Pharmaceuticals)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 19.1 $27.92 –0.01 –0.04%
Alcoa AA 20.6 11.50 –0.02 –0.17
AmExpress AXP 8.5 40.38 –0.84 –2.04
BankAm BAC 133.8 13.69 –0.26 –1.87
Boeing BA 5.7 62.76 –1.43 –2.23
Caterpillar CAT 5.7 71.83 –0.41 –0.57
Chevron CVX 7.8 79.51 0.26 0.33
CiscoSys CSCO 108.5 21.45 0.19 0.89
CocaCola KO 9.9 57.56 –0.47 –0.81
Disney DIS 7.3 34.06 –0.21 –0.61
DuPont DD 5.8 42.67 –0.13 –0.30
ExxonMobil XOM 16.6 61.00 ... ...
GenElec GE 45.7 16.16 –0.09 –0.55
HewlettPk HPQ 40.1 39.30 1.02 2.66
HomeDpt HD 13.8 29.97 –0.02 –0.07
Intel INTC 63.4 18.74 0.18 0.98
IBM IBM 4.6 128.89 –0.72 –0.56
JPMorgChas JPM 39.6 40.72 –0.40 –0.97
JohnsJohns JNJ 9.3 60.57 0.25 0.41
KftFoods KFT 5.9 31.07 0.12 0.39
McDonalds MCD 6.3 73.95 –0.62 –0.83
Merck MRK 12.0 36.51 0.29 0.80
Microsoft MSFT 86.4 25.03 –0.08 –0.32
Pfizer PFE 49.1 17.07 0.10 0.59
ProctGamb PG 10.4 60.63 0.15 0.25
3M MMM 3.1 84.65 –0.21 –0.25
TravelersCos TRV 4.4 51.00 0.56 1.11
UnitedTech UTX 3.2 68.72 –0.07 –0.10
Verizon VZ 11.1 30.93 0.03 0.10

WalMart WMT 10.8 52.67 0.46 0.88

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

Tomkins 362 –147 –112 –53

Bco Pop Espanol 294 –18 –2 12

UPC Hldg 607 –16 –14 –5

Virgin Media Fin 410 –16 –4 –26

Bco Espirito Santo 378 –15 5 –2

UnityMedia 590 –15 –8 –15

Hellenic Telecom Org 257 –14 –57 –109

Rep Portugal 322 –14 25 44

Brit Awys 504 –14 –23 –46

Kabel Deutschland 376 –14 –8 –49

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

EnBW Energie Baden
Wuerttemberg 62 –1 –1 –8

Bayer 60 –1 –1 –10

Fortum Oyj 52 –1 –1 –6

C de Aho Vlncia Castlln
Alicnte Bcaja 371 –1 5 –12

Sodexo 66 ... –1 –6

Royal Dutch Shell 72 ... –3 –6

Deutsche Bahn 63 ... –3 –8

Alstom 140 ... 5 –9

Portugal Telecom Intl Fin 168 1 6 –6

Vivendi 110 7 3 1

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.

Behind Asia’s deals: 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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L.A. charter schools fight for space
LOS ANGELES—The scruffy roof-

top basketball court of the Larch-
mont School, a small charter school
packed into one floor of an 83-year-
old building, offers a breathtaking
view of the city’s priciest new gem:
the $578 million Robert F. Kennedy
Community Schools.

“It’s beautiful, isn’t it?” said
Larchmont’s executive director Brian
Johnson, gazing at the gleaming
green rectangular structure sur-
rounded by pristine athletic fields
and rows of stately palm trees.

The new public-school complex
has drawn criticism for its cost at a
time when Los Angeles city schools
have laid off thousands of teachers
to help plug its $640 million budget
gap.

But advocates for charter schools
say the six-school campus is not just
an ill-timed expense: They see it as
a symbol of their frustrating quest
to secure classroom space for char-
ter-school students in Los Angeles.

“When charter schools see proj-
ects of this kind being finished for
certain kids, they see there is a sys-
tem of haves and have-nots that is
really being created,’’ said Jed Wal-
lace, president of the California
Charter Schools Association, of the
complex, which opened its doors on
Monday to 4,200 students from kin-
dergarten through 12th grade.

Charter schools are independent
but can be part of public-school dis-
tricts. In Los Angeles, parents frus-
trated with the failing city schools
have embraced charters, which can
offer smaller class sizes and more
parental control.

Teachers’ unions complain that
charter schools, which are typically
nonunion, don’t have to play by the
same rules as traditional public
schools, which must accept every
student living in the district.

Charter schools have long com-
plained of being shut out of space
and resources in the Los Angeles
school district, even as their popu-
larity has increased.

Last year, a parent group and
others pushed for a charter group,
Alliance for College Ready Public
Schools, to run the new $230 million
Los Angeles Central High School
Number 9, which opened last year.

City-schools chief Ramon Cortines
objected, and the school stayed a
traditional public school

In May, the charter-schools asso-
ciation, which represents 600 such
schools across California, sued the
Los Angeles Unified School District,
the nation’s second-largest, for fail-
ing to provide classroom space to
charters as required by Proposition
39. That state ballot measure passed
in 2000 makes it easier to pass pub-
lic-school bonds and requires public
schools to share space with charter
schools.

Last week, pending the outcome
of the lawsuit, the group asked a Los
Angeles Superior Court judge for a
summary judgment that could force
the district to find classrooms for
every charter school that applies for
it.

Los Angeles school officials say
they work hard to find charter-
school space in a crowded system
where 50,000 students out of

678,000 attend school on a year-
round calendar because of lack of
space.

“We believe charter schools are
our valuable partners,” said Jose
Cole-Gutierrez, director of charter
schools for Los Angeles Unified
School District. Mr. Cole-Gutierrez
said that this year, for example, the

district awarded most of Devonshire
Elementary School to a charter
school.

Parker Hudnut, executive direc-
tor of the Innovation and Charter
School division of the city schools,
said the district made offers of
space to 75% of charter schools who
requested it for the 2010 school

year.
But charter-school advocates say

that out of 81 charter schools that
applied for space this year, only 45
received offers, and none was com-
pliant under Prop 39, which says
charter students are entitled to fa-
cilities “reasonably equivalent” to
those at public schools.

School officials say one reason
for the discrepancy is that Prop 39
is not completely clear-cut on a dis-
trict’s obligation to charters.

Officials also point to Measure
Q—a $7 billion bond initiative
passed by Los Angeles County vot-
ers in 2008 that sets aside $450 mil-
lion specifically for charter-school
facilities. Charter-school advocates
say it is too little, too late. The
bonds, which are tied to property
value, won’t likely be sold until 2015.

Larchmont’s Mr. Johnson says
he doesn’t begrudge the district for
building the Kennedy school, with
its soaring library ceilings and state-
of-the-art performance studios. He
just wishes it might have found
more space to accommodate his stu-
dents. Larchmont applied for space
for 260 students, and received an
offer for three classrooms in a local
elementary school. “That just
wouldn’t work,” he said.

Instead, Mr. Johnson had to find
space in an aging school building
owned by the Presbyterian Church.
He said he would have rather used
the $174,000 he’s spending on rent,
utilities and maintenance on school
supplies or educational programs.

Officials said the Kennedy proj-
ect’s cost skyrocketed after a legal
battle with Donald Trump, who
wanted to build a skyscraper on the
site, and preservationists. The cam-
pus sits on the former site of the
Ambassador Hotel, where Mr.
Kennedy was assassinated in 1968.

“This school is so beautiful I
don’t want to touch it,” said Gloria
Martinez, a 17-year-old performing-
arts student starting her senior year
at the Kennedy school. At Los Ange-
les’ Belmont High School, which
opened in 1923, she had to build sets
and sew costumes in hallways. Now,
Ms. Martinez will have rooms with
have new sewing machines and a
professional-quality dance space. “I
love this school,” she said. “I can’t
wait to start.”

BY TAMARA AUDI

Transferring students tour Robert F.
Kennedy Community Schools (above).
The new campus sits on the site of
the old Ambassador Hotel (right).
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Corporations’ cash boosts Republicans
Conservative and business

groups, fueled by newly legal large
donations from corporations, are
mounting an effort to elect Republi-
can candidates that could rival po-
litical spending by labor unions and
liberal organizations for the first
time in years.

Groups set up as so-called 527
organizations—which spend money
themselves rather than give it to
candidates or parties—raised $50
million to support Republican candi-
dates this election cycle through
June 30, according to data compiled
by the nonpartisan Center for Re-
sponsive Politics. Similar groups
that predominantly back Democrats
raised $53 million. That is a change
from two years ago, when spending
by 527 organizations backing Demo-
crats ran nearly triple that of
groups supporting Republicans.

In all, about a dozen major con-
servative and business organiza-

tions whose leaders The Wall Street
Journal interviewed plan to spend
about $300 million on the 2010
campaign, which would match major
labor unions’ and liberal organiza-
tions’ plans as described by those
groups’ leaders.

In the last midterm election,
2006, groups that predominantly
support Republicans spent less than
two-thirds what labor unions and
liberal groups did, figures from the
nonpartisan Campaign Finance In-
stitute show.

“We’re moving up in weight
classes,” U.S. Chamber of Commerce
political director Bill Miller said of
his group, speaking during a late-
August trip to Columbus, Ohio, to
endorse Republican candidates.

By buying television spots that
favor Republican candidates, the
groups hope to help the GOP make
up for fund-raising shortfalls by its
party organizations and candidates.

Campaign-finance reports show
that Democratic candidates in the

closest races for Congress enjoy, on
average, a two-to-one advantage in
money in the bank. To counter that,
the pro-Republican groups plan to
spend $100 million beginning this
week on 60 to 70 close House races,
according to people familiar with
their plans.

In terms of total spending of all
kinds on all congressional races,
which was reported at $3.6 billion in
2008, the outside groups’ effort may
seem like a small factor.

But it looms larger when viewed
in the context of fund-raising gaps
in the closest House and Senate
races. In these, Democratic candi-

dates and the Democratic Party have
about $80 million more in the bank
than their Republican counterparts,
according to fund-raising data.

Leaders of more than a dozen
pro-Republican groups hold weekly
strategy sessions. Because the first
was held at Karl Rove’s home on
Weaver Terrace in Washington, par-
ticipants are known by insiders as
the Weaver Terrace group. They di-
vide up House and Senate races to
avoid duplication, as labor unions
and liberal groups have long done.

Mr. Rove and another Republican
strategist who attends, Ed Gillespie,
helped launch two of the newest
and biggest pro-Republican organi-
zations, American Crossroads and
Crossroads GPS. Together, they plan
to spend $52 million this fall.

The two groups have spent $1.5
million buying TV ads to help Ne-
vada Republican Sharron Angle
challenge Senate Majority Leader
Harry Reid, who leads her in cam-
paign fund-raising, $19.2 million to

$3.5 million.
Crossroads GPS also spent $1

million in California, where Demo-
cratic Sen. Barbara Boxer faces Re-
publican challenger Carly Fiorina.

In all, conservative and business
groups paid for $9.5 million in pro-
Republican television ads in August,
three times the amount spent by la-
bor unions and liberal groups.

Asked about the pro-GOP efforts,
a spokesman for the Democratic
Senatorial Campaign Committee
said, “Our campaigns have the re-
sources they need to wage competi-
tive races.”

The stepped-up spending plans
are partly a result of a January Su-
preme Court ruling that let corpora-
tions and unions use their own
money to pay for campaign ads. Be-
fore the ruling, the main way com-
panies got involved was through
their political-action committees,
funded by contributions from em-
ployees. Donations from PACs go di-
rectly to candidates and parties.

BY BRODY MULLINS

U.S. NEWS

The stepped-up political
spending plans are partly a
result of a January ruling by
the Supreme Court.
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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 09/13 EUR 12.43 -10.7 -5.6 -3.7
Andfs. Estats Units US EQ AND 09/13 USD 14.21 -5.4 1.9 -8.6
Andfs. Europa EU EQ AND 09/13 EUR 7.37 -6.0 -2.4 -7.0
Andfs. Franca EU EQ AND 09/13 EUR 9.14 -6.1 -1.0 -7.6
Andfs. Japo JP EQ AND 09/13 JPY 455.58 -10.9 -11.1 -11.8
Andfs. Plus Dollars US BA AND 09/13 USD 9.48 0.4 3.6 -1.9
Andfs. RF Dolars US BD AND 09/13 USD 11.86 3.7 6.3 2.9
Andfs. RF Euros EU BD AND 09/13 EUR 11.08 2.3 4.4 2.9
Andorfons EU BD AND 09/13 EUR 14.74 1.6 4.4 2.3
Andorfons Alternative Premium GL EQ AND 07/31 EUR 98.31 -0.7 2.4 -6.5
Andorfons Mix 30 EU BA AND 09/13 EUR 9.64 0.8 4.3 -3.2
Andorfons Mix 60 EU BA AND 09/13 EUR 9.14 -1.4 2.9 -8.8

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 09/14 EUR 8.92 0.7 0.6 -3.5
DJE-Absolut P GL EQ LUX 09/14 EUR 212.31 3.7 9.7 2.4
DJE-Alpha Glbl P EU BA LUX 09/14 EUR 176.89 -0.7 4.2 1.2
DJE-Div& Substanz P EU EQ LUX 09/14 EUR 228.77 6.4 13.1 6.2
DJE-Gold&Resourc P OT EQ LUX 09/14 EUR 208.54 22.4 29.2 22.9
DJE-Renten Glbl P EU BD LUX 09/14 EUR 137.41 5.2 7.1 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 09/14 EUR 17.61 -0.6 4.4 3.5
LuxTopic-Pacific AS EQ LUX 09/14 EUR 19.79 20.8 38.4 13.1

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 09/13 JPY 10377.46 4.6 NS NS
Prosperity Return Fund B EU BD LUX 09/13 JPY 8948.89 -9.5 NS NS
Prosperity Return Fund C EU BD LUX 09/13 USD 95.67 -0.8 NS NS
Prosperity Return Fund D EU BD LUX 09/13 EUR 113.14 15.9 NS NS
Renaissance Hgh Grade Bd A JP BD LUX 09/13 JPY 10429.10 5.4 NS NS
Renaissance Hgh Grade Bd B EU BD LUX 09/13 JPY 8941.99 -9.3 NS NS
Renaissance Hgh Grade Bd C EU BD LUX 09/13 USD 94.98 -0.6 NS NS
Renaissance Hgh Grade Bd D EU BD LUX 09/13 EUR 108.58 11.5 NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI EU EQ SVN 09/13 EUR 20.61 -15.3 -21.6 -31.1
MP-TURKEY.SI OT OT SVN 09/13 EUR 46.11 32.8 50.1 17.2

n PAREX ASSET MANAGEMENT IPAS
Republikas square 2a, Riga, LV-1522, Latvia

www.parexgroup.com Tel: +371 67010810
Parex Eastern Europ Bal OT OT LVA 09/13 EUR 15.11 13.0 17.7 6.0
Parex Eastern Europ Bd EU BD LVA 09/13 USD 16.96 15.8 24.1 11.0
Parex Russian Eq EE EQ LVA 09/13 USD 22.43 14.9 28.7 6.8

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 09/13 EUR 141.85 16.4 35.2 NS
Pictet-Asian Eq ExJpn-I USD AS EQ LUX 09/14 USD 178.99 2.1 12.6 8.3
Pictet-Asian Eq ExJpn-P USD AS EQ LUX 09/14 USD 169.34 1.5 11.6 7.3
Pictet-Biotech-P USD OT EQ LUX 09/13 USD 269.60 -5.1 -7.3 -12.2
Pictet-CHF Liquidity-P CH MM LUX 09/13 CHF 124.13 -0.1 -0.1 0.1
Pictet-CHF Liquidity-P dy CH MM LUX 09/13 CHF 93.33 -0.1 -0.1 0.1
Pictet-Conv. Bonds-P EUR EU BD LUX 09/10 EUR 100.05 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 09/10 USD 125.22 7.2 18.3 12.9
Pictet-Eastern Europe-P EUR EU EQ LUX 09/10 EUR 370.38 17.8 43.3 7.1
Pictet-Emerging Markets-P USD GL EQ LUX 09/13 USD 539.97 1.2 13.5 7.3
Pictet-Eu Equities Sel-P EUR EU EQ LUX 09/10 EUR 435.05 6.7 13.6 -1.2
Pictet-EUR Bonds-P EU BD LUX 09/10 EUR 409.55 6.5 7.5 6.0
Pictet-EUR Bonds-Pdy EU BD LUX 09/10 EUR 300.32 6.5 7.5 6.0
Pictet-EUR Corporate Bonds-P EU BD LUX 09/10 EUR 156.04 5.5 8.7 9.4
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 09/10 EUR 105.78 5.5 8.7 9.4
Pictet-EUR High Yield-P EU BD LUX 09/10 EUR 164.61 12.6 24.2 10.8
Pictet-EUR High Yield-Pdy EU BD LUX 09/10 EUR 90.22 12.6 24.2 10.8
Pictet-EUR Liquidity-P EU MM LUX 09/10 EUR 136.19 0.2 0.2 1.0
Pictet-EUR Liquidity-Pdy EU MM LUX 09/10 EUR 96.83 0.2 0.2 1.0
Pictet-EUR Sovereign Liq-P EU MM LUX 09/10 EUR 102.44 0.0 0.1 0.7
Pictet-EUR Sovereign Liq-Pdy EU MM LUX 09/10 EUR 99.95 0.0 0.1 0.7
Pictet-Europe Index-P EUR EU EQ LUX 09/10 EUR 107.94 6.9 12.9 0.5
Pictet-European Sust Eq-P EUR EU EQ LUX 09/10 EUR 142.50 7.1 13.0 0.4
Pictet-Glo Emerging Debt-P USD GL BD LUX 09/10 USD 265.06 9.0 13.8 14.3
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 09/10 USD 172.15 9.0 13.8 14.3
Pictet-Greater China-P USD AS EQ LUX 09/13 USD 356.53 1.5 10.7 12.3
Pictet-Indian Equities-P USD EA EQ LUX 09/13 USD 402.60 11.6 25.7 16.6
Pictet-Japan Index-P JPY JP EQ LUX 09/13 JPY 8203.81 -7.6 -10.1 -14.8
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 09/13 JPY 4114.07 -6.9 -10.0 -13.9
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 09/13 JPY 7160.42 -7.6 -11.4 -17.6
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 09/13 JPY 6914.08 -8.0 -12.0 -18.1
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 09/13 USD 282.39 3.4 13.4 10.4
Pictet-Piclife-P CHF CH BA LUX 09/10 CHF 786.54 -0.6 2.2 -0.1
Pictet-Premium Brands-P EUR OT EQ LUX 09/10 EUR 79.95 22.4 38.3 11.6
Pictet-Russian Equities-P USD EE EQ LUX 09/10 USD 68.35 6.1 36.8 7.6
Pictet-Security-P USD GL EQ LUX 09/10 USD 109.65 10.1 19.9 9.2
Pictet-Small Cap Europe-P EUR EU EQ LUX 09/10 EUR 513.24 13.3 17.8 3.0
Pictet-Timber-P USD GL EQ LUX 09/10 USD 107.50 0.9 14.1 NS
Pictet-USA Index-P USD US EQ LUX 09/10 USD 90.81 0.2 7.3 -3.9
Pictet-USD Government Bonds-P US BD LUX 09/10 USD 543.32 7.0 5.8 5.2
Pictet-USD Government Bonds-Pdy US BD LUX 09/10 USD 388.48 7.0 5.8 5.2
Pictet-USD Liquidity-P US MM LUX 09/10 USD 131.16 0.1 0.1 0.6
Pictet-USD Liquidity-Pdy US MM LUX 09/10 USD 84.93 0.1 0.1 0.6
Pictet-USD Sovereign Liq-P US MM LUX 09/10 USD 101.61 0.1 0.0 0.6
Pictet-USD Sovereign Liq-Pdy US MM LUX 09/10 USD 100.11 0.1 0.1 0.6
Pictet-Water-P EUR GL EQ LUX 09/10 EUR 138.37 11.7 19.3 1.9
Pictet-World Gvt Bonds-P USD EU BD LUX 09/13 USD 171.16 3.7 1.8 7.2
Pictet-World Gvt Bonds-Pdy USD EU BD LUX 09/13 USD 138.80 3.7 1.8 7.2

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 09/13 USD 14.71 6.8 21.2 11.7
Japan Fund USD JP EQ IRL 09/14 USD 16.47 3.7 -4.9 6.1
Polar Healthcare Class I USD OT EQ IRL 09/13 USD 12.29 -4.9 0.4 NS
Polar Healthcare Class R USD OT EQ IRL 09/13 USD 12.23 -5.3 -0.1 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 09/13 EUR 699.68 -1.1 3.8 -5.4
CORE EUROZONE EQ B EU EQ IRL 09/13 EUR 835.90 0.5 4.8 -3.2
EURO FIXED INCOME A EU BD IRL 09/13 EUR 1347.52 8.3 12.0 6.0
EURO FIXED INCOME B EU BD IRL 09/13 EUR 1444.92 8.7 12.7 6.6
EUROPEAN SMALL CAP A EU EQ IRL 09/13 EUR 1354.38 12.8 16.5 1.0
EUROPEAN SMALL CAP B EU EQ IRL 09/13 EUR 1456.87 13.3 17.2 1.6
EUROZONE AGG A EUR EU EQ IRL 09/13 EUR 688.35 5.0 9.1 -1.7
EUROZONE AGG B EUR EU EQ IRL 09/13 EUR 993.39 5.4 9.7 -1.1
GLB REAL EST SEC A OT EQ IRL 09/13 USD 973.88 8.6 14.2 -5.4
GLB REAL EST SEC B OT EQ IRL 09/13 USD 1008.26 9.1 14.9 -4.8
GLB REAL EST SEC EH A OT EQ IRL 09/13 EUR 862.70 7.2 12.8 -8.2
GLB REAL EST SEC SH B OT EQ IRL 09/13 GBP 81.58 7.7 13.6 -8.3
GLB STRAT YIELD A EU BD IRL 09/13 EUR 1759.84 9.5 19.0 9.9
GLB STRAT YIELD B EU BD IRL 09/13 EUR 1891.08 10.0 19.7 10.6
GLOBAL BOND A EU BD IRL 09/13 EUR 1313.42 18.9 22.7 13.6
GLOBAL BOND B EU BD IRL 09/13 EUR 1404.70 19.4 23.5 14.3
GLOBAL BOND EH A GL BD IRL 09/13 EUR 1501.99 9.2 11.7 8.4
GLOBAL BOND EH B GL BD IRL 09/13 EUR 1600.95 9.7 12.4 9.1
JAPAN EQUITY A JP EQ IRL 09/13 JPY 10558.08 -9.3 -13.6 -14.3
JAPAN EQUITY B JP EQ IRL 09/13 JPY 11300.86 -8.9 -13.1 -13.8
PAC BASIN (X JPN) A AS EQ IRL 09/13 USD 2389.51 4.5 14.2 14.1
PAC BASIN (X JPN) B AS EQ IRL 09/13 USD 2560.90 5.0 14.9 14.8
PAN EUROPEAN EQUITY A EU EQ IRL 09/13 EUR 1036.02 7.6 12.0 -0.2
PAN EUROPEAN EQUITY B EU EQ IRL 09/13 EUR 1109.06 8.1 12.7 0.3
US EQUITY A US EQ IRL 09/13 USD 866.01 -0.8 5.7 -6.0
US EQUITY B US EQ IRL 09/13 USD 931.10 -0.3 6.4 -5.4
US SMALL CAP EQUITY A US EQ IRL 09/13 USD 1336.92 3.7 11.2 -5.2
US SMALL CAP EQUITY B US EQ IRL 09/13 USD 1438.35 4.2 11.9 -4.7

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A EU BD LUX 09/13 EUR 32.86 10.8 13.0 3.2
Bonds Eur Corp A EU BD LUX 09/10 EUR 23.97 3.8 5.3 5.5
Bonds Eur Hi Yld A EU BD LUX 09/10 EUR 22.46 9.1 16.4 7.9
Bonds EURO A EU BD LUX 09/10 EUR 43.15 5.1 5.6 7.1
Bonds Europe A EU BD LUX 09/13 EUR 41.37 5.8 5.4 7.1
Bonds US MtgBkSec A US BD LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A GL BD LUX 09/10 USD 43.25 3.0 1.8 7.3
Eq. AsiaPac Dual Strategies A AS EQ LUX 09/13 USD 10.57 1.4 11.1 8.7
Eq. China A AS EQ LUX 09/13 USD 23.29 -3.5 5.1 14.6
Eq. Concentrated Euroland A EU EQ LUX 09/13 EUR 87.12 -6.3 -3.2 -9.2
Eq. ConcentratedEuropeA EU EQ LUX 09/13 EUR 28.67 6.2 9.6 -2.8
Eq. Emerging Europe A EU EQ LUX 09/10 EUR 27.15 15.3 39.2 -1.6
Eq. Equities Global Energy OT EQ LUX 09/10 USD 16.06 -11.4 -6.0 -11.5
Eq. Euroland A EU EQ LUX 09/13 EUR 10.57 -2.3 2.7 -8.6
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 09/13 EUR 151.17 7.1 11.8 2.8
Eq. EurolandCyclclsA OT EQ LUX 09/10 EUR 18.32 3.0 8.2 -2.1
Eq. EurolandFinancialA OT EQ LUX 09/13 EUR 10.53 -7.0 -9.9 -12.5
Eq. Glbl Emg Cty A GL EQ LUX 09/10 USD 8.82 -8.9 -0.7 -0.9
Eq. Global A GL EQ LUX 09/13 USD 27.49 -1.3 4.5 -3.0

Eq. Global Resources A GL EQ LUX 09/13 USD 115.33 5.6 14.2 5.9
Eq. Gold Mines A OT EQ LUX 09/13 USD 35.32 16.6 19.2 34.4
Eq. India A EA EQ LUX 09/13 USD 144.42 10.5 25.0 15.8
Eq. Japan CoreAlpha A JP EQ LUX 09/13 JPY 6975.30 -3.8 -12.6 -8.8
Eq. Japan Sm Cap A JP EQ LUX 09/13 JPY 982.48 -8.1 -15.1 -6.6
Eq. Japan Target A JP EQ LUX 09/13 JPY 1539.27 -6.0 -14.9 -7.9
Eq. Latin America A GL EQ LUX 09/10 USD 116.58 0.3 20.3 6.0
Eq. US ConcenCore A US EQ LUX 09/13 USD 22.59 0.0 9.0 0.9
Eq. US Focused A US EQ LUX 09/13 USD 15.64 -1.4 1.0 -14.1
Eq. US Lg Cap Gr A US EQ LUX 09/13 USD 14.90 -2.3 4.2 -7.1
Eq. US Mid Cap A US EQ LUX 09/13 USD 32.41 8.5 18.8 3.1
Eq. US Multi Strg A US EQ LUX 09/13 USD 21.42 0.7 5.8 -6.6
Eq. US Rel Val A US EQ LUX 09/13 USD 20.50 -0.5 3.8 -7.8
Eq. US Sm Cap Val A US EQ LUX 09/13 USD 15.92 -0.2 1.4 -15.2
Money Market EURO A EU MM LUX 09/13 EUR 27.46 0.2 0.3 1.2
Money Market USD A US MM LUX 09/13 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 09/14 JPY 8379.00 -11.4 -8.8 -14.2
YMR-N Small Cap Fund JP EQ IRL 09/14 JPY 6058.00 -13.6 -18.1 -12.8

n Yuki 77 Series
Yuki 77 General JP EQ IRL 09/14 JPY 5174.00 -15.9 -18.2 -21.1

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 09/14 JPY 6025.00 -11.7 -9.3 -16.4
Yuki Chugoku JpnLowP JP EQ IRL 09/14 JPY 7166.00 -5.0 -14.7 -15.0

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 09/14 JPY 3939.00 -15.7 -14.7 -21.6
Yuki Hokuyo Jpn Inc JP EQ IRL 09/14 JPY 4676.00 -10.9 -12.8 -18.8
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 09/14 JPY 4394.00 -13.9 -18.9 -13.4

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III JP EQ IRL 09/14 JPY 3717.00 -15.9 -15.5 -23.7
Yuki Mizuho Jpn Dyn Gro JP EQ IRL 09/14 JPY 3947.00 -15.4 -16.9 -23.5
Yuki Mizuho Jpn Exc 100 JP EQ IRL 09/14 JPY 5820.00 -16.5 -13.0 -19.3
Yuki Mizuho Jpn Gen JP EQ IRL 09/14 JPY 7663.00 -11.1 -10.7 -16.6
Yuki Mizuho Jpn Gro JP EQ IRL 09/14 JPY 5618.00 -11.6 -13.2 -16.6
Yuki Mizuho Jpn Inc JP EQ IRL 09/14 JPY 6974.00 -8.6 -9.9 -19.0
Yuki Mizuho Jpn Lg Cap JP EQ IRL 09/14 JPY 4484.00 -13.6 -12.6 -19.2
Yuki Mizuho Jpn LowP JP EQ IRL 09/14 JPY 10540.00 -8.8 -15.3 -12.3
Yuki Mizuho Jpn PGth JP EQ IRL 09/14 JPY 6638.00 -16.6 -18.4 -21.5
Yuki Mizuho Jpn SmCp JP EQ IRL 09/14 JPY 6193.00 -13.2 -18.4 -11.8
Yuki Mizuho Jpn Val Sel AS EQ IRL 09/14 JPY 5019.00 -11.1 -12.9 -15.1
Yuki Mizuho Jpn YoungCo AS EQ IRL 09/14 JPY 2298.00 -15.7 -27.2 -18.0

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 09/14 JPY 4824.00 -11.0 -10.8 -17.4
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U.S. firm strikes
card deal in China

BEIJING—Global Payments Inc.
said it struck a deal to process card
payments in China denominated in
the local currency, a small opening
in a potentially lucrative part of
China’s financial market.

Under the agreement, Global
Payments’ Asia-based joint venture
with Hongkong and Shanghai Bank-
ing Corp., a unit of HSBC Holdings
PLC, will be allowed to process
cards backed by China UnionPay
Co.—a government-owned company
that has a monopoly over bank
cards issued in Chinese yuan. The
deal initially involves only transac-
tions in Beijing, but Atlanta-based
Global Payments hopes to be able to
expand it to Shanghai, and eventu-
ally other locations, company execu-
tives said in an interview.

China UnionPay will keep its
card-issuance monopoly under the
deal, but the agreement opens a
crack in the business of processing
credit-card transactions on the back
end. China UnionPay didn’t respond
to a request for comment.

Until now, foreign firms have
been able to tap China’s consumers
only when they use their Chinese
bank cards overseas. That’s an in-
creasingly lucrative market as more
Chinese travel abroad.

But with Beijing stressing the
need to restructure the economy to
focus more on domestic consump-

tion, the real growth in Chinese
bank cards and consumer credit will
be inside China. A China-based exec-
utive for MasterCard Inc. forecast
last week that China would have 1.1
billion credit cards by 2025, with
spending amounting to $2.5 trillion.

Global Payments will be able to
process payments in Beijing using
both international and domestically
issued cards. In a twist, that will
also bring it into direct competition
with China UnionPay, which unlike
most credit card companies is in-
volved in some way in most stages
of the card-payment process. It pro-
vides such services to about 60% of
shops, restaurants and other ven-
dors in China that accept bank
cards, according to Terry Su, gen-
eral manager for the Global Pay-
ments joint venture in China.

Global Payments Chairman and
Chief Executive Paul Garcia said the
company has played a role in help-
ing China UnionPay expand over-
seas, which in turn helped his firm
now achieve entry into China’s do-
mestic market. Originally it was
necessary for the Chinese company
to team up with foreign firms such
as Visa Inc. and MasterCard to en-
able its customers to use their cards
outside of China. Global Payments
now provides a service in countries
including Canada, Malaysia and the
Philippines so that stores can accept
China UnionPay cards without them
being co-branded.

BY DINNY MCMAHON flation could pull the precious metal
back down once again.

“We could really see some jittery
moves on gold in the next few
days,” one London trader said.

Support Tuesday came in the
main from weakness in the U.S. dol-
lar, which hit a 15-year low against
the yen after a key election result
made it less likely that Japan will
intervene to weaken its currency.

The greenback also slid below
parity against the Swiss franc for
the first time since December 2009.

But the final move to a new re-
cord for gold actually had little to
do with perceived haven buying,
which has helped to drive the rally
over the past seven weeks, Mr.
Kryuchenkov said.

“Moves like this in gold are nor-
mally down to risk aversion,” he
said. “But we don’t have that at the
moment.”

He said gold had been, in part,
benefiting from sharp moves higher
in silver and metals such as plati-
num and palladium. “The gains were
even more across those metals,” Mr.
Kryuchenkov said.

Spot silver Tuesday hit fresh 30-
month highs, rallying 2.8% on the
day to reach an intraday high of
$20.522 per ounce.

On the Comex division of the
New York Mercantile Exchange, gold
futures for September delivery
gained $24.60 per ounce, or 2%, to
$1269.70.

Continued from first page

Gold hits record
as investors shun
the greenback

TPG in talks for a stake
in Russia’s VTB Bank

MOSCOW—U.S. private-equity
firm TPG Inc. is in preliminary talks
to buy a stake of up to 10% in Rus-
sian state-controlled bank VTB Bank
from the government, a person fa-
miliar with the talks said Tuesday.

Selling some of the additional
stake in VTB it acquired during the
financial crisis would mark the
Kremlin’s first major success in ef-
forts at privatization. The sale
could raise up to $3.1 billion.

For TPG, a stake in VTB would fit
alongside emerging-market invest-
ments in China’s Shenzhen Devel-
opment Bank and other lenders.

VTB has already teamed up with
TPG in a jointly held stake in Rus-
sian hypermarket chain Lenta. Talks
among TPG, which manages $47 bil-
lion in private equity, VTB and the
Russian government are in the early
stages, said the person familiar with
the matter, who declined to com-
ment further.

“Finding strategic investors
should be positive for the stock
price, suggesting that big money be-
lieves in VTB’s story,” UniCredit ana-
lysts said. “It also should trigger im-
provements in corporate governance
and transparency and limit govern-
ment influence on the bank—all very
supportive for the stock.”

Deputy Finance Minister Alexei
Savatyugin said this month that
Russia is ready to sell a 10% stake in
VTB this year.

Deputy Prime Minister Igor

Shuvalov’s office is working on the
VTB share sale, with a group of in-
vestors led by TPG possibly buying a
10% stake, the Kommersant newspa-
per reported Tuesday, citing govern-
ment sources.

VTB said only that it is talking to
potential investors about the sale of
a stake. Spokesmen for TPG in Lon-
don had no immediate comment on
the talks.

The Russian government plans to

reduce its 85.5% stake in VTB to
around 60% by the end of 2013, Uni-
Credit said. It sold a stake to inves-
tors in 2007 during the biggest ini-
tial public offering in the world that
year. Since then, the bank’s London-
traded global depositary receipts
have fallen 44% in value. They
closed up 0.3% at $5.89 on Tuesday.

Even as TPG shops around in
Russia, some strategic investors
have been exiting the country. Cono-
coPhillips Inc. said this year it
would begin shedding its 20% stake
in OAO Lukoil Holdings, Russia’s
second-biggest oil producer.

BY WILLIAM MAULDIN

The Russian government
plans to reduce its 85.5%
stake in VTB to around 60%
by the end of 2013. It sold a
stake to investors in a 2007
initial public offering.
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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 09/13 USD 10.04 -3.2 2.6 -6.8
Am Blend Portfolio I US EQ LUX 09/13 USD 11.87 -2.9 3.1 -6.2
Am Growth A US EQ LUX 09/13 USD 29.24 -6.4 2.5 0.0
Am Growth B US EQ LUX 09/13 USD 24.42 -7.0 1.5 -1.0
Am Growth I US EQ LUX 09/13 USD 32.60 -5.8 3.4 0.8
Am Income A US BD LUX 09/13 USD 8.90 9.7 14.4 10.9
Am Income A2 US BD LUX 09/13 USD 20.92 9.9 14.4 10.9
Am Income B US BD LUX 09/13 USD 8.90 9.1 13.6 10.0
Am Income B2 US BD LUX 09/13 USD 17.94 9.3 13.6 10.1
Am Income I US BD LUX 09/13 USD 8.90 10.1 15.0 11.6
Emg Mkts Debt A GL BD LUX 09/13 USD 16.60 11.2 17.8 15.0
Emg Mkts Debt A2 GL BD LUX 09/13 USD 22.42 11.5 17.8 15.0

Emg Mkts Debt B GL BD LUX 09/13 USD 16.60 10.6 16.7 13.9
Emg Mkts Debt B2 GL BD LUX 09/13 USD 21.44 10.7 16.6 13.9
Emg Mkts Debt I GL BD LUX 09/13 USD 16.60 11.6 18.4 15.6
Emg Mkts Growth A GL EQ LUX 09/13 USD 35.65 2.9 17.3 5.1
Emg Mkts Growth B GL EQ LUX 09/13 USD 30.00 2.1 16.1 4.1
Emg Mkts Growth I GL EQ LUX 09/13 USD 39.75 3.5 18.3 6.0
Eur Growth A EU EQ LUX 09/13 EUR 7.75 10.2 14.0 -0.8
Eur Growth B EU EQ LUX 09/13 EUR 6.92 9.5 12.9 -1.8
Eur Growth I EU EQ LUX 09/13 EUR 8.49 10.7 14.9 -0.1
Eur Income A EU BD LUX 09/13 EUR 6.96 9.5 14.9 10.9
Eur Income A2 EU BD LUX 09/13 EUR 14.13 9.8 14.9 10.9
Eur Income B EU BD LUX 09/13 EUR 6.96 9.0 14.2 10.2
Eur Income B2 EU BD LUX 09/13 EUR 13.08 9.3 14.1 10.1
Eur Income I EU BD LUX 09/13 EUR 6.96 9.9 15.5 11.5
Eur Strat Value A EU EQ LUX 09/13 EUR 8.83 3.5 6.4 -8.8
Eur Strat Value I EU EQ LUX 09/13 EUR 9.08 3.9 7.1 -8.1
Eur Value A EU EQ LUX 09/13 EUR 9.49 3.2 6.7 -5.5
Eur Value B EU EQ LUX 09/13 EUR 8.67 2.5 5.7 -6.4
Eur Value I EU EQ LUX 09/13 EUR 11.02 3.8 7.6 -4.7
Gl Balanced (Euro) A EU BA LUX 09/13 USD 15.22 NS NS NS
Gl Balanced (Euro) B EU BA LUX 09/13 USD 14.71 NS NS NS
Gl Balanced (Euro) C EU BA LUX 09/13 USD 15.06 NS NS NS
Gl Balanced (Euro) I EU BA LUX 09/13 USD 15.57 NS NS NS
Gl Balanced A US BA LUX 09/13 USD 16.47 -0.1 3.8 -1.7
Gl Balanced B US BA LUX 09/13 USD 15.55 -0.8 2.8 -2.7
Gl Balanced I US BA LUX 09/13 USD 17.17 0.5 4.6 -1.0
Gl Bond A US BD LUX 09/13 USD 9.66 7.3 9.6 8.7
Gl Bond A2 US BD LUX 09/13 USD 17.21 7.5 9.6 8.7
Gl Bond B US BD LUX 09/13 USD 9.66 6.7 8.6 7.6
Gl Bond B2 US BD LUX 09/13 USD 14.97 6.8 8.5 7.6
Gl Bond I US BD LUX 09/13 USD 9.66 7.7 10.2 9.3
Gl Conservative A US BA LUX 09/13 USD 14.96 2.2 4.9 2.0

Gl Conservative A2 US BA LUX 09/13 USD 17.29 2.1 4.9 2.0
Gl Conservative B US BA LUX 09/13 USD 14.95 1.4 3.9 1.0
Gl Conservative B2 US BA LUX 09/13 USD 16.32 1.4 3.9 1.0
Gl Conservative I US BA LUX 09/13 USD 15.04 2.7 5.8 2.9
Gl Eq Blend A GL EQ LUX 09/13 USD 11.06 -5.1 -0.3 -9.8
Gl Eq Blend B GL EQ LUX 09/13 USD 10.30 -5.9 -1.3 -10.7
Gl Eq Blend I GL EQ LUX 09/13 USD 11.73 -4.6 0.4 -9.0
Gl Growth A GL EQ LUX 09/13 USD 40.43 -3.5 2.7 -8.9
Gl Growth B GL EQ LUX 09/13 USD 33.52 -4.2 1.7 -9.8
Gl Growth I GL EQ LUX 09/13 USD 45.15 -3.0 3.5 -8.2
Gl High Yield A US BD LUX 09/13 USD 4.56 11.0 22.2 12.9
Gl High Yield A2 US BD LUX 09/13 USD 10.30 11.2 22.2 12.8
Gl High Yield B US BD LUX 09/13 USD 4.56 10.2 20.9 11.5
Gl High Yield B2 US BD LUX 09/13 USD 16.44 10.5 21.0 11.6
Gl High Yield I US BD LUX 09/13 USD 4.56 11.4 22.9 13.6
Gl Thematic Res A GL EQ LUX 09/13 USD 14.90 1.2 6.2 9.8
Gl Thematic Res B GL EQ LUX 09/13 USD 12.94 0.4 5.1 8.7
Gl Thematic Res I GL EQ LUX 09/13 USD 16.70 1.6 7.1 10.7
Gl Value A GL EQ LUX 09/13 USD 10.43 -6.4 -2.7 -10.4
Gl Value B GL EQ LUX 09/13 USD 9.51 -7.1 -3.7 -11.3
Gl Value I GL EQ LUX 09/13 USD 11.15 -5.9 -1.9 -9.7
India Growth A EA EQ LUX 09/13 USD 143.93 13.4 31.6 NS
India Growth AX EA EQ LUX 09/13 USD 126.06 13.6 32.0 22.7
India Growth B EA EQ LUX 09/13 USD 149.72 12.6 30.3 NS
India Growth BX EA EQ LUX 09/13 USD 107.00 12.8 30.7 21.5
India Growth I EA EQ LUX 09/13 USD 131.10 14.0 32.7 23.2
Int'l Health Care A OT EQ LUX 09/13 USD 131.20 -4.6 3.8 -5.7
Int'l Health Care B OT EQ LUX 09/13 USD 109.89 -5.2 2.8 -6.7
Int'l Health Care I OT EQ LUX 09/13 USD 144.15 -4.0 4.6 -5.0
Int'l Technology A OT EQ LUX 09/13 USD 112.16 1.6 12.0 1.2
Int'l Technology B OT EQ LUX 09/13 USD 96.50 0.9 10.9 0.2
Int'l Technology I OT EQ LUX 09/13 USD 126.46 2.2 12.9 2.1

Japan Blend A JP EQ LUX 09/13 JPY 5452.00 -9.5 -10.1 -15.5
Japan Growth A JP EQ LUX 09/13 JPY 5137.00 -12.5 -13.4 -17.7
Japan Growth I JP EQ LUX 09/13 JPY 5316.00 -12.0 -12.7 -17.0
Japan Strat Value A JP EQ LUX 09/13 JPY 5787.00 -5.4 -5.7 -13.1
Japan Strat Value I JP EQ LUX 09/13 JPY 5974.00 -4.9 -5.0 -12.4
Real Estate Sec. A OT EQ LUX 09/13 USD 15.49 7.9 13.0 -3.9
Real Estate Sec. B OT EQ LUX 09/13 USD 14.06 7.2 11.9 -4.8
Real Estate Sec. I OT EQ LUX 09/13 USD 16.74 8.6 14.0 -3.1
Short Mat Dollar A US BD LUX 09/13 USD 7.35 3.0 6.9 2.3
Short Mat Dollar A2 US BD LUX 09/13 USD 10.10 3.2 6.9 2.3
Short Mat Dollar B US BD LUX 09/13 USD 7.35 2.7 6.4 1.9
Short Mat Dollar B2 US BD LUX 09/13 USD 10.02 2.9 6.4 1.8
Short Mat Dollar I US BD LUX 09/13 USD 7.35 3.4 7.5 2.9
US Thematic Portfolio A EUR H US EQ LUX 09/13 EUR 15.87 NS NS NS
US Thematic Portfolio B EUR H US EQ LUX 09/13 EUR 15.85 NS NS NS
US Thematic Portfolio C EUR H US EQ LUX 09/13 EUR 15.86 NS NS NS
US Thematic Portfolio I EUR H US EQ LUX 09/13 EUR 15.89 NS NS NS
US Thematic Research A US EQ LUX 09/13 USD 8.82 3.4 8.9 -1.6
US Thematic Research B US EQ LUX 09/13 USD 8.06 2.7 7.8 -2.6
US Thematic Research I US EQ LUX 09/13 USD 9.54 3.9 9.7 -0.8

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 09/13 GBP 8.25 0.1 7.7 1.9
Andfs. Borsa Global GL EQ AND 09/13 EUR 6.30 -3.1 2.7 -10.0
Andfs. Emergents GL EQ AND 09/13 USD 16.96 -2.3 8.6 5.3

FUND SCORECARD
Europe ex-UK Large-Cap Equity
Funds that invest in the equities of large-cap companies in continental Europe. 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 14, 2010

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

NS Cler Med Clerical Medical GBPGBR 17.32 30.42 NS NS
European Focus 1

5 FF&P FF&P Unit Trust GBPGBR 14.09 30.01 15.37 6.36
European All Cap Equity Mgmt Ltd

5 Threadneedle Threadneedle EURGBR 15.74 26.95 8.63 3.21
Eurp Sel Inst Net EUR Investment Services Ltd

5 BlackRock BlackRock Fund GBPGBR 13.95 22.42 13.65 7.69
European Dynamic A Acc Managers Limited

5 BGF Blackrock EURLUX 14.47 20.22 14.34 7.66
Continental European Flexible A2 EUR (Luxembourg) S.A.

4 Baillie Baillie Gifford </td> GBPGBR 10.53 20.16 5.24 2.86

Gifford European A Co Limited.
4 Henderson Henderson EURLUX 11.96 20.02 4.65 NS

Horizon Eurp Gr B € Management S.A.
4 Ecclesiastical Ecclesiastical GBPGBR 10.54 20.00 4.95 2.42

Amity European A Investment Management
4 Henderson Henderson GBPGBR 11.32 19.68 4.48 3.80

European Growth A Investment Funds Ltd
5 2CG European 2 CG Limited EURIRL 12.03 19.27 6.10 4.67

Cap Gr Retl
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
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12-month and 2-year returns may be calculated over 11- and 23-month periods
pending receipt and publication of the last month end price.
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n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 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 06/30 EUR 946.10 -4.3 -4.6 -15.6

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

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com
Horseman EmMkt Opp EUR GL EQ USA 01/31 EUR 187.60 -23.2 -21.7 -7.7
Horseman EmMkt Opp USD GL EQ USA 01/31 USD 194.78 -24.5 -22.7 -9.1
Horseman EurSelLtd EUR EU EQ GBR 08/31 EUR 189.98 -2.6 3.2 -3.8
Horseman EurSelLtd USD EU EQ GBR 08/31 USD 200.19 -0.8 4.9 -3.4
Horseman Glbl Ltd EUR GL EQ CYM 08/31 USD 356.19 -3.9 -8.7 -6.7
Horseman Glbl Ltd USD GL EQ CYM 08/31 USD 356.19 -3.9 -8.7 -6.7

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

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

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 08/20 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 09/10 USD 395.19 7.2 28.2 -11.9
Antanta MidCap Fund EE EQ AND 09/10 USD 779.37 9.8 41.4 -17.0
Meriden Opps Fund GL OT AND 08/09 EUR 45.54 -24.1 -38.1 -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

INDICES
NAV ——————%RETURN ——————

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

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

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

European markets get
support from U.S. data

European stocks ended a choppy
session nearly flat, supported by
better-than-expected U.S. economic
data. But the surge in the price of
gold—traditionally seen as a haven
in times of trouble—suggested a
certain wariness among investors.
The euro rose against the dollar,
and oil prices fell.

Travel and leisure stocks
weighed on the market. The sector
was led lower by TUI Travel, whose
shares fell 1.8% after Bank of Amer-
ica Merrill Lynch downgraded the
stock to “neutral” from “buy”, not-
ing structural issues with U.K. tour
operators.

The Stoxx Europe 600 index was
nearly flat at 266.40. The U.K.’s
FTSE 100 index edged higher at
5567.41, France’s CAC-40 index and
Germany’s DAX added 0.2% to
3774.40 and 6275.41, respectively.

The Dow Jones Industrial Aver-
age rose 17.64 points, or 0.2%, to
close at 10526.49. The Standard &
Poor’s 500-stock index fell 0.1% to
1121.10, and the Nasdaq Composite
Index rose 0.2% to 2289.77.

Investors grappled with a num-
ber of economic data releases dur-
ing the session. The German ZEW
survey came in worse than antici-
pated, with the expectations index
plunging to -4.3 points in Septem-
ber from 14.0 points in August—its
lowest level since February 2009.
The index for current conditions,
however, painted a more upbeat pic-

ture, rising to 59.9 points from 44.3
points.

Meanwhile, in the U.K., August
consumer-price inflation came in
higher than expected, remaining at
least a percentage point above the
Bank of England’s target. Data
showed that annual inflation was
3.1% last month, unchanged from
July and above expectations of a
rate of 3.0%.

But better-than-expected U.S.
data in the form of retail sales and
business inventories helped to un-
derpin stocks. Retail sales increased
0.4% on the month in August,
against estimates of a 0.3% rise.

Late afternoon, the euro was at
$1.3009, up from $1.2876 late Mon-
day in New York, and sterling last
traded at $1.5562, up from $1.5421.
The dollar was at 83.10 yen, down
from 83.67 yen, having fallen to a
15-year low against the yen. The
dollar was at 0.9951 Swiss francs
from 1.0076 francs.

Light, sweet crude for October
delivery fell 39 cents to $76.80 on
the New York Mercantile Exchange.
Gold for September delivery was up
2% at $1,269.70 per troy ounce on
the Comex division of Nymex.

In major market action: In Am-
sterdam, shares of Philips fell 3.9%.
The conglomerate said it targets
comparable sales growth of 2%
above global gross domestic product
over the next five years. Analysts at
Royal Bank of Scotland said the tar-
gets appear conservative, but they
noted Philips had managed to hit

previous targets, despite weak de-
mand in many of its end-markets.

Shares of Nokia slipped 3.2% in
Helsinki. The mobile-phone maker
unveiled several new Symbian
smartphones at its annual showcase
in London, but the new technology
was overshadowed by the news that
Chairman Jorma Ollila will step
down in 2012.

Bank stocks gave up some of the
gains made on Monday after the an-
nouncement of regulatory capital
rules known as Basel III. Natixis
dropped 2.1% in Paris and UniCredit
fell 0.6% in Milan.

German utility RWE dropped
1.8% after it was downgraded to
“sell” from “buy” at Société Gé-
nérale.

BY MICHELE MAATOUK

Spanish banks
trim their use
of ECB funds

MADRID—Spanish banks’ reli-
ance on European Central Bank
funding fell in August from record
highs in June and July as interna-
tional capital markets started open-
ing up again for Spanish institu-
tions.

Spanish banks raised €109.8 bil-
lion ($141.4 billion) in average net
funding from the ECB in August,
down 16% from €130.2 billion in
July, according to information the
Spanish central bank published on
its website Tuesday.

The July figure was the highest
since Spain joined the euro zone in
1999, reflecting the difficulties
Spanish banks faced in financing
themselves on international capital
markets as investors fretted about
the country’s towering budget defi-
cit and the health of its banks. Other
fiscally frail countries such as
Greece and Portugal have had simi-
lar problems.

The risk aversion toward Spain,
however, has subsided as the gov-
ernment has shown progress in re-
ducing its deficit. Also, Europe-wide
stress tests at the end of July al-
layed some worries.

In recent weeks there has been a
flurry of bond issuance from banks,
including Banco Santander SA,
Banco De Sabadell SA and La
Caixa. ECB funding for all euro-zone
banks fell to €428.5 billion in Au-
gust from €447.5 billion in July.

BY JONATHAN HOUSE




