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Angry Medvedev fires mayor
of Moscow from Shanghai
EUROPE NEWS 5

BP’s bond sale signals
firmer footing after spill
BUSINESS & FINANCE 17

The Quirk

There’s no budget, but
California is all over the
foreign-cow issue. Page 29

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

Editorial
& Opinion

The euro zone’s instability
pact. Page 13

Ed Miliband, the new leader of the U.K.’s opposition Labour Party, makes his major speech to party
members at their annual conference in Manchester on Tuesday, declaring that he is part of a new
generation and intends to move away from the Blair-Brown era. See Agenda, page 2

Miliband—Labour’s new generation Germans grow
more upbeat
on recovery

German consumer senti-
ment jumped as economic ex-
pectations rose to a three-
year high in September,
helped by falling unemploy-
ment levels and moderate
consumer prices.

Italian consumer confi-
dence also improved, while
French consumer spending
surged in July and fell back
only slightly in August, boost-
ing hopes that increased do-
mestic demand will protect
the euro zone’s economic re-
covery from any slowdown in
export growth.

The data followed figures
released on Monday that
showed banks started to in-
crease lending to businesses
in August, and continued to
increase their lending to
households.

The European Central
Bank’s governing council wel-
comed the news, which sug-
gests that the recovery is be-
coming less reliant on exports

and more dependent on devel-
opments within the currency
area.

“I am confident that the
positive underlying momen-
tum is increasingly broader
based and signals a self-sus-
taining recovery in the euro
area,” said Yves Mersch, Lux-
embourg’s representative at
the governing council, adding
that this backdrop would al-
low the ECB to gradually nor-
malize monetary policy and
withdraw lending support.

The headline measure of
German consumer confidence
in a survey by market-re-
search firm GfK rose to 4.9
points for October from 4.3
points for September. The
economic-expectations index
rose to 53.5 points in Septem-
ber from 46.6 points in Au-
gust.

GfK said the improvement
in confidence was due to fall-
ing unemployment and mod-
erate inflation. The group said
expectations for the overall
economy and personal income
had increased significantly,

while consumers’ willingness
to spend is at a good level.

“Today’s reading confirms
our view of a further broaden-
ing of the German recovery,”
said Carsten Brzeski, an econ-
omist with ING in Brussels.

Germans also believe that
the domestic economy will
continue to recover. Chancel-
lor Angela Merkel sounded an
almost-euphoric note in a
speech to German industrial-
ists on Tuesday. “The eco-
nomic situation is remarkably
positive,” she said. “Economic
growth seems to be, in fact,
clearly higher than our fore-
cast has been.”

In Italy, state-funded
think-tank ISAE’s headline
measure rose to its highest
level since April. The measure
rose to 107.2 in September
from 104.1 in August.

BY AINSLEY THOMSON
AND ANDREA THOMAS

Getty Images

U.S. hearing will seek reasons
for Lockerbie bomber’s release

The U.S. Senate Foreign
Relations Committee will hold
a long-awaited hearing
Wednesday that aims to find
out why Scotland last year
gave a controversial “compas-
sionate release” to cancer-
stricken Lockerbie bomber
Abdel Baset al-Megrahi.

But the session may only
widen the gulf between U.S.
politicians demanding a more
detailed medical explanation
of how Mr. Megrahi won his
freedom and Scottish officials
who are declining to provide
one. A Senate staffer’s fact-
finding trip to Britain this
month appears to have pro-
duced even more conflict be-
tween the U.S. and Scotland,

particularly surrounding the
details of Mr. Megrahi’s prog-
nosis and the question of
whether he began chemother-
apy treatments before or after
he was released by the Scots.

The Senate staffer met
with George Burgess, who was
Scotland’s deputy director for
Criminal Law and Licensing at
the time of Mr. Megrahi’s re-
lease. According to an aide to
Sen. Robert Menendez, (D.,
N.J.), who is heading up the
hearing, Mr. Burgess said the
convicted bomber began che-
motherapy before leaving
Scotland and also said it was
Peter Kay—Mr. Megrahi’s gen-
eral-practitioner doctor in the
Scottish prison system—who
issued the required three-
month prognosis, which was

later sanctioned by Scottish
Prison Service medical admin-
istrator Andrew Fraser. The
hearing stands to address
both those assertions on
Wednesday, the aide said.

Scotland, however, says
that isn’t an accurate por-
trayal of what was said in the
meeting. Mr. Burgess couldn’t
be reached to comment.

“It is a matter of public re-
cord that Megrahi was not on
chemotherapy treatment in
Scotland at any point,” a
spokeswoman for the Scottish
government said in an email
Tuesday. She added that “the
responsibility to provide a
reasonable estimate of prog-
nosis was Dr. Fraser’s—no one
else’s—and therefore the

Please turn to page 3

BY PAUL SONNE

Tea party is a force
to be reckoned with

The tea-party movement
has become a potent force in
U.S. politics and a sizable
presence within the Republi-
can Party, a new Wall Street
Journal/NBC News poll shows.

The results show that the
tea party has become firmly
established and could emerge
as a key factor in November’s
midterm elections.

In the survey, 71% of Re-
publicans were positive on the
tea party, describing them-
selves as supporters of the
tea-party movement, saying
they had a favorable image of
the movement or hoped most
tea-party candidates won
election.

Democratic pollster Peter
Hart, who directs the survey
with Republican pollster Bill

McInturff, said the poll
showed that tea-party sup-
porters make up a third of all
likely voters in the midterms.
He said this showed that the
movement “isn’t a small little
segment, but it is a huge part
of what’s driving 2010.’’

The findings show the tea-
party movement has grown
over the past two years from
a loose confederation of activ-
ist groups into a solid brand
within the GOP that upended
a number of primaries in re-
cent months.

� Ireland’s challenge: save
banks, soothe markets ......... 4

� EU to propose sanctions for
spendthrift members ............ 6

� U.S. consumer confidence
drops, house prices rise ....... 8

� The tea party is driving the
‘enthusiasm gap’ ........................ 7

� Vegas maverick is wild card
in midterm elections .............. 8

� Full results of the WSJ/NBC
News poll ...................... WSJ.com
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Death knell
for an industry
Japan needs

Destroyed by regulators. That is
one epitaph for consumer-lending
giant Takefuji, which Tuesday filed
for bankruptcy. It could be said of
Japan’s entire consumer-finance in-
dustry. Takefuji was the last of the
nation’s big independent consumer
lenders. Others are working out
debt, closed or backed by banks.

Of course, the industry hastened
its own demise, drawing Tokyo’s
wrath with strong-armed collection
tactics and a willful ignorance of
borrowers’ indebtedness. Takefuji’s
founder was convicted of wiretap-
ping a journalist who had written
articles critical of the lender. An-
other, Aiful, which asked for debt
relief last year, was temporarily sus-
pended from doing business for bad
behavior that included collecting on
debt from a borrower’s mother.

The industry’s boom came in
part because the laws governing
high-interest lending were ambigu-
ous. In fact, it was called “gray-zone
lending,” with borrowers paying in-
terest rates as high as 29% and of-
ten taking loans from multiple lend-
ers at the same time.

It all began to unravel in 2006,
with a Supreme Court ruling that
forced lenders to repay “over-
charged” interest. That was fol-
lowed by legal revisions that took
full effect just three months ago,
capping rates at 20% and restricting
total loans from all lenders to one-
third of a borrower’s income. The
restrictions mean the old business
model is no longer sustainable.

Good riddance, then? Not en-
tirely. The response from Tokyo
means higher-risk borrowers are
closed off from funding. Many of
these are mom-and-pop businesses.

Japan’s banks don’t lend to this
crowd, so more borrowers will go to
loan sharks. The government will
also have to continue to step in with
loan guarantees to encourage lend-
ing to small businesses.

Borrowers and the Japanese gov-
ernment may yet lament the demise
of the big consumer lenders after
all. —James Simms

Financial firms face the killing yields
The financial-services industry is

built for speed. But while superlow
interest rates are meant to be high-
octane fuel for the economy, they are
gumming up financial engines.

The problem for many banks, in-
surers and fund managers: Their bor-
rowing cost can’t fall below zero. Yet
returns from a number of products
continue to fall with already low
bond yields. That compresses mar-
gins and threatens to make some
business lines uneconomic.

While firms have dealt with fall-
ing yields for 30 years, this is the
first time they have faced a zero
floor on borrowing costs. Adding to
the painful mix, the pressure on mar-
gins comes at a time of tighter regu-
lation and a moribund economy.

Signs of angst are emerging. One
senior investment banker recently
talked of rock-bottom rates “deci-
mating” the business if they con-
tinue. During Northern Trust’s sec-
ond-quarter earnings call, Chief
Financial Officer Bill Morrison said
“the extremely low interest-rate en-
vironment reduced second-quarter
revenues by about $70 million when

compared with historical averages.”
He added that low rates “mean that
our money-market mutual funds can-
not generate sufficient yield to cover
the management fees.”

Insurers have similar concerns. “A
prolonged period of historically low
rates is not healthy for our business
fundamentals,” Lincoln National fi-
nance chief Fred Crawford said on
his firm’s second-quarter call.

That is another reason why the
U.S. Federal Reserve is keen to avoid
deflation setting in and is consider-
ing further money printing.

Persistently low rates could make
firms rethink businesses. Consider
fixed-rate annuities and life-insur-
ance products offering a guaranteed
minimum payout. If an insurer didn’t
match the liability when products
were sold with assets generating
similar income, losses could ensue.

Firms usually hedge much of that
risk. But they also face falling de-
mand for some new products. Sales
of fixed-rated, deferred annuities, for
example, fell 45% in the second quar-
ter of 2010 from the same period a
year earlier, according to insurance-

industry group Limra.
Insurers also can expect to gener-

ate lower income from their invest-
ment portfolios. Analysts at Keefe,
Bruyette & Woods estimate U.S. life
insurers could see a 2% reduction in
2011 earnings and 4% in 2012 if
yields stay at currently low levels.

Banks, too, are feeling the pinch.
Many have deposit rates near zero
and have converted high-yielding

certificates of deposit to lower rates.
That offers less room to cut funding
costs. The amount they can earn
from lending or investing, though, is
under continued pressure, shrinking
banks’ net interest margins.

If rates stay at current levels, U.S.
regional banks could see net interest
margins decline from an average of
3.54 percentage points in the third
quarter to about 3.44 percentage
points this time next year, says Craig
Siegenthaler, of Credit Suisse. That
compares with margins above four
percentage points before the crisis.

Brokers such as Charles Schwab;
banks with big brokerage or asset-
management operations, like Bank of
America and Morgan Stanley; and
trust banks such as Northern Trust
face threats, Sanford C. Bernstein an-
alyst Brad Hintz notes. One is lower
returns firms can generate from cash
in so-called sweep accounts that hold
customer funds between trades, as
well as money-market accounts. So
while low rates may help boost the
economy, they could be a form of
Chinese water torture for financial
firms. —David Reilly

Michelin punctures investors’ mood
The market hates surprises—and

Michelin’s €1.2 billion ($1.62 billion)
capital call to finance faster invest-
ment in new factories certainly un-
nerved investors. The share increase
dilutes near-term returns just as the
French tire maker’s profitability was
improving. The company has spurned
the cheaper option of borrowing to
fund growth in a bid to preserve its
credit ratings. On balance, investors
should give Michelin the benefit of
the doubt. But it is a close call.

Michelin is offering two new
shares for every 11 existing ones at
€45 a share, a 31% discount to Mon-
day’s closing price. It plans to in-
crease yearly spending on new plants
to €1 billion from €600 million, rais-
ing capacity by 50% in Brazil, China
and India by 2015. It says it will con-
tinue to deliver returns on capital
employed above 9%, not much above

its average cost of capital, with re-
turns on the new investments “far
above” that.

Michelin’s goals look credible,
given the automotive boom in

emerging markets and recovery in
Western tire markets. Michelin’s re-
structuring of its U.S. and Western
European operations has boosted
productivity by over 30% since 2006.

But investors also will be rightly
cautious of Michelin’s pledge to con-
tinue to generate cash before divi-
dends and keep its debt-to-equity ra-
tio at a historically low 30% to 35%,
given its history of overpromising.
Michelin lags well behind rivals such
as Bridgestone in emerging markets.
Until new plants come onstream in
2012, Michelin will remain exposed
to more sluggish developed markets
for two-thirds of sales, while input
prices continue to rise.

Those doubts are reflected in Mi-
chelin’s stock price. For the stock to
regain some traction, Michelin must
ensure any future surprises are posi-
tive ones. —Matthew Curtin

Source: Keefe, Bruyette & Woods
*Second half
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Effect of sustained low interest
rates on life insurers' estimated
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Pickings might be slim for the
private-equity giants, but the
dreams remain big. Michael Mich-
elson, KKR’s co-head of North
American private-equity on Tues-
day was the latest to suggest $10
billion buyouts could be ready to
make a comeback. It is a bold pre-
diction, perhaps, but also a guaran-
teed crowd pleaser: He was speak-
ing at a Dow Jones conference for
the private-equity industry.

It gets some credence from the
headlong rush for yield among in-
vestors. Ford Motor Treasurer Neil
Schloss sees some worrying paral-
lels to recent years. “Everybody is
just dying for credit, and they are
reaching down the credit spectrum
for yield,” he told the Wall Street
Journal. “Haven’t we seen this be-
fore?” The credit bubble is burst;
long live the credit bubble.

OVERHEARD

A cardboard ‘Michelin Man’ cutout
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Banishing those Blair-Brown blues
will be a hard road for Miliband

It is 16 years
since Britain’s
Labour Party had a
leader whose
surname was
neither Blair nor

Brown. Now both of those big
beasts who dominated the center-
left jungle are gone. Labour has a
Miliband in charge—although not
the one expected.

The elder Miliband—David, the
former foreign secretary and by
far the bigger figure—was the
favorite to win. In the event, his
younger brother Ed defeated him
narrowly at the weekend in a
leadership election.

He was unveiled at the party’s
annual conference in Manchester,
having only won with the help of
the votes of the trades unions and
their members. David now seems
set to walk away from the front-
line. He is expected to make a
final decision about his future
Wednesday, and doesn’t seem to
fancy serving under his younger
sibling.

Sitting in the front row on
Tuesday during his brother’s first
leaders’ speech he looked
uncomfortable, especially during
Ed Miliband’s denunciation of the
decision to go to war in Iraq.
Turning to the party’s deputy
leader Harriet Harman, David was
filmed snapping: “Why are you
clapping? You voted for it.”

It looks as though from now on
there will be only one Miliband in
British politics.

The speech, despite a shaky
start, was pretty confident for a
first go. There was too much of
the cliched “new generation”
talk—how many leaders before
him have hailed themselves as
representing a new generation?
Yet it all seemed to cheer up his
party, which hasn’t been sure
what to make of what it has done

in discarding David.
Among some MPs and party

members, those convinced that
the party had chosen the wrong
brother, the mood has been
suicidal. David Miliband’s pitch in
the leadership contest had been
that only he was mainstream and
appealing to win back the voters
and put his party back in power.
Doesn’t his defeat mean that
Labour has turned its back on
No. 10 for a generation?

Not necessarily. Labour has
become again a European center-
left party of the mainstream used
to power. There have been long
periods of its history in which it
has preferred the comfort zone of
opposition, but during the past 13
years since Tony Blair’s landslide
victory in 1997 it has become
comfortable again with the idea
that it is a natural party of
government rather than a protest
movement. Ed Miliband isn’t in
this to come second.

He starts his fight against
David Cameron and the
Conservative/Lib Dem coalition
with an advantage. Labour lost
the election, but the Tories did
not win an overall majority.

Mr. Miliband has 258 seats,
compared with the Conservatives’
tally of 306. If Labour could win
30 or so seats, with the
Conservatives’ take falling by a

similar number, then it would be
the largest party and able to do a
deal with the Liberal Democrats to
get back into power.

That’s where it stops being
simple for Labour. Ed Miliband
shouldn’t be written off, and his
determination to shift the center-
ground leftward rather than
rushing for the center in the
manner of Bill Clinton and Mr.
Blair makes him an intriguing
prospect. But he is up against Mr.
Cameron, a formidable opponent
with the advantages of
incumbency.

And getting through a leader’s
speech is not enough; if Mr.
Miliband is to avoid eventual
defeat he will have to find ways of
making “yes” the answer to the
following three points:

1. Does he look like a potential
prime minister? Mr. Miliband
appears somewhat “geeky,” in
contrast to the much smoother
Mr. Cameron. Voters tend to
notice these things.

2. Can he win in the part of
Britain he needs to? Labour is
strong in its heartlands but lost
the election in the south,
alienating aspirational voters who
had flocked to Mr. Blair. Mr.
Miliband is of the left and fond of
high taxation, which will pose
quite a problem in appealing to
key voters in those southern seats

who do not like it one bit.
Tough to see how the circle

might be squared, although he’ll
have to do it to win.

3. Can he construct a credible
postcrisis economic policy for his
party?

Labour under Messrs. Blair and
Brown hubristically hailed the end
of “boom and bust,” which in his
speech Mr. Miliband accepted had
been a mistake. He acknowledged
the need for deficit reduction and
said that his party needs to
rebuild a reputation for fiscal
rectitude and responsibility.
Which is fine, but he hasn’t come
close to explaining how.

Labour’s leader has been
unfairly and prematurely written
off in some quarters. The fluidity
and upsets of recent years suggest
he is not preordained to fail.

However, there are no obvious
short cuts to a Miliband victory
open. Labour has a long hard road
ahead of it.

Greeks selling gifts
The Greek government has

announced plans to sell off some
state assets. Under the terms of
the EU-sponsored bailout,
arranged during the sovereign-
debt crisis, Greece agreed to this.
Ministers want to avoid “fire
sales” but one gets the impression
that if it isn’t nailed down, and
even if it is, the Greeks will now
sell it to help fill the hole.

Is it impolite to ask why this
wasn’t considered some years
ago? Perhaps back then it was just
easier to keep on letting over-
manned state enterprises pile up
their debts and load them on the
taxpayer.

Investors might want to study
the books carefully. Fancy a stake
in Hellenic Railways? Sounds
rather romantic but has a huge
debt of €10.7 billion. The
government pumps in around €1
billion a year to keep its wheels
turning. What an inviting
investment prospect.

What am I bid?

Former Labour prime ministers Gordon Brown, left, and Tony Blair this month.
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n BP sold a larger-than-ex-
pected $3.5 billion of five-
and 10-year bonds, a sign the
energy giant is returning to
more stable footing after the
Gulf of Mexico disaster. The
sale by BP Capital Markets
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billion to $3 billion. 17

n German Finance Minister
Wolfgang Schäuble was ad-
mitted to the hospital for an
expected four-week stay. 4

n Monsanto shares fell amid
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n Michelin launched a heav-
ily discounted $1.62 billion
capital increase to finance
the French tire maker’s ex-
pansion. 24, 32

n Norwegian police said a
terror suspect confessed to
planning an attack, with the
target believed to be the
Danish paper that published
Muhammad cartoons. 6
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Agribusiness

n Monsanto shares fell sharply as
concern intensified about the per-
formance of its new premium
seeds and as farm ministers in the
European Union delayed a deci-
sion on whether to allow members
states to decide whether to end
the region’s a near-blanket ban on
GM crops. Monsanto shares closed
about 8% lower in New York.

i i i

Autos

n Toyota, Nissan and Honda, Ja-
pan’s top three car makers, revved
up domestic production in August
as consumers rushed out to deal-
erships to pick up new cars just
before government purchasing in-
centives drew to a close.

i i i

Aviation

n Growth in air traffic world-
wide slowed noticeably in August
as this year’s rebound from the
economic downturn lost steam,
the International Air Transport
Association said. Passenger traffic
in August was 6.4% higher than a
year earlier, against a 9.5% rise in
July, and freight traffic was 19.6%
higher in August, down from a
23% increase in July.

n Four international air-safety
organizations are to sign an
agreement formally launching an
innovative global information ex-
change designed to swap incident
data as a way to reduce commer-
cial aviation accident rates.

i i i

Banking

n Royal Bank of Scotland, which
is restructuring its business after
receiving a giant government bail-
out during the global financial cri-
sis, said it will cut 500 investment
banking jobs, mostly based in
London. The latest cuts come just
weeks after the bank earlier this
month said it will cut 3,500 posi-
tions in its back-office operations
across the U.K.

i i i

Drinks

n Asahi Breweries said it has
agreed to buy a stake in a com-
pany with significant interests in
China’s largest instant noodle
maker, as the Japanese beer and
beverage maker seeks growth in
China and a bigger role overseas.
Tokyo-based Asahi will buy 6.54%
of Ting Hsin through a new share
purchase, in a deal valued at 43.8
billion yen, or $520 million.

i i i

Energy

n BP is planning to sell up to $3
billion in long-term debt, its first
such sale in more than a year, and
a sign that the energy giant is re-
turning to a more stable footing
after this summer’s Gulf of Mexico
disaster. The last time BP orga-
nized a bond issue on this scale
was in August 2009, when it sold
$2 billion. The move comes three
days before Bob Dudley takes over
as CEO of the U.K. oil firm, and
just over a week after it perma-
nently killed its rogue Gulf well.

n Iran said it had started export-
ing domestically produced gaso-
line, drawing skepticism from oil-
industry experts but representing
Tehran’s latest show of defiance

amid fresh international sanctions
aimed at curbing its nuclear ambi-
tions. Ali Ashgar Arshi, the inter-
national affairs director at the Na-
tional Iranian Oil Co., said the
shipment was the first of several
that the country expects to sell to
global markets.

i i i

Financial services

n Lloyd’s of London, the U.K.’s
322-year-old insurance and rein-
surance market, posted a 53% fall
in first-half pretax profit due to
higher catastrophe claims and
lower investment returns. Lloyd’s
posted a pretax profit of £628 mil-
lion ($995 million) compared with
£1.32 billion a year earlier.

n Man Group reported further
outflows from its funds and said
first-half pretax profit will be
about 26% less than last year’s, as
a planned $1.6 billion buy of rival
GLG Partners aimed at reviving its
business nears completion.

n Aegon, the Dutch life insurance
and pension giant, said it will
have restructured its U.K. opera-
tions by the end of 2011 by closing

two businesses and cutting senior
management jobs, as it seeks to
sharply cut costs at the struggling
business. Aegon reiterated that it
intends to cut costs by 25%, de-
tailing that it will do so by closing
its third-party pension adminis-
tration and employee benefits
software businesses and scrapping
“a number” of senior management
position by the end of next year.

n The U.K. Financial Services Au-
thority fined TFS Derivatives bro-
ker Fabio Massimo De Biase about
£250,000 (about $400,000) and
banned him for life from working
in the financial-services industry
after he paid kickbacks to a
hedge-fund trader.

i i i

Media

n U.S. broadcast networks and
Major League Baseball have sued
Ivi for providing streaming live
television for a fee via its Web
site without their authorization.

n Daily Mail & General Trust has
hired Dow Jones executive
Stephen Daintith as its new fi-
nance director to replace long-

serving Peter Williams. Daintith,
46 years old, is currently chief fi-
nancial officer of Dow Jones, pub-
lisher of The Wall Street Journal.

i i i

Pharmaceuticals

n Endo Pharmaceuticals has
agreed to acquire Qualitest Phar-
maceuticals from private-equity
firm Apax Partners for about $1.2
billion, bolstering its generic-drug
business. Qualitest, which is based
in Huntsville, Ala., is the sixth-
largest generic drug maker in the
U.S. as measured by prescriptions
filled, according to Endo.

n Pfizer and four of its units in
Indonesia were fined 125 billion
rupiah ($14 million) by the coun-
try’s antitrust agency for price-
fixing and cartel practices, a com-
missioner said.

i i i

Retail

n South Africa’s largest labor
group has come out against a $4.6
billion bid from Wal-Mart to buy
local wholesaler Massmart, fore-
shadowing stiff union opposition

to a possible deal. The Western
Cape provincial arm of the Con-
gress of South African Trade
Unions said it was alarmed Mass-
mart is considering an offer from
the U.S. retail giant to take over
one of the country’s “key strategic
national companies.”

n Barnes & Noble’s shareholders
voted to back Chairman Leonard
Riggio in a contentious battle for
seats on the company’s board. The
preliminary vote ends a feud be-
tween the bookseller and billion-
aire investor Ron Burkle. Share-
holders voted for three seats up
for election out of nine total,
choosing the slate backed by Rig-
gio. Burkle and his firm Yucaipa,
which owns a 19% stake in the
bookseller, contended that Riggio
isn’t operating the company in the
best interest of shareholders.

n GOME shareholders rejected
founder Huang Guangyu’s resolu-
tion to oust the Chinese retailer’s
chairman, though the imprisoned
businessman blocked an effort to
dilute his stake.

i i i

Technology

n AOL said it would buy Tech-
Crunch, one of the most influen-
tial blogs in Silicon Valley, which
covers industry buzz and news.
n AOL also bought Web video-
syndication company 5min Media
as the company looks to make its
own video content more widely
available. Terms of both deals
weren’t disclosed but they come
amid a series of hookups between
content and Internet companies,
which are seeking to draw more
users and advertisers by pumping
out articles on popular topics.

n Acer sued IBM in a tax dispute
involving a licensing agreement
between the companies. Acer
claims IBM has refused to reim-
burse it for some tax refunds it
had to repay to the Taiwanese
government in connection with
royalty payments to IBM between
2003 and 2009. IBM has taken the
position it is not responsible for
withholding taxes owed to Taiwan
after April 2005, because IBM’s
sale of its personal computer busi-
ness to Lenovo.

i i i

Tires

n Michelin launched a heavily
discounted €1.2 billion ($1.6
billion) capital increase to finance
its expansion, particularly in fast-
growing emerging markets. The
subscription price of the new
shares was set at €45, a 27%
discount to Monday’s closing
price. Michelin intends to add
150,000 tons of production
capacity annually in its target
markets of Brazil, China and India,
equivalent to more than one new
factory every year.

i i i

Travel

n Thomas Cook, Europe’s second-
largest travel operator, said it will
cut jobs and other expenses in the
U.K. after higher-than-expected
costs, mainly at its airline opera-
tions, and weak U.K. demand
prompted another profit warning.

BUSINESS WATCH

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

Junichi Yoshida, newly appointed president of Takefuji, appears at a news conference in Tokyo after the consumer lender
filed for bankruptcy protection with 433.61 billion yen ($5.1 billion) in outstanding debt, the first major failure in an
industry suffering under the weight of stricter regulatory control that started in 2006.

Bloomberg News

Japanese consumer lender files for bankruptcy protection
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Milan breaks out bold, bright looks
Milan

This fashion capital for years has
been the plainer, more practical
stepsister to Paris. But the styles
shown here in the past week showed
so much daring spirit that it’s hard
to imagine what Paris will do to fol-
low.

The runways of Milan were
awash in brilliant colors, bold,
clashing patterns and canny designs
that managed to attain that holy
grail of fashion—clothes that are
both wearable and fashionable.

The week of shows, which ended
Monday and featured Gucci, Prada,
Bottega Veneta, Giorgio Armani, and
Dolce & Gabbana, received applause
from American retailers. “I am actu-
ally very excited,” said Ken Down-
ing, Neiman Marcus fashion direc-
tor, who proclaimed “orange coral”
as the color of the season. “Ameri-
can women want color,” he said.

“Almost all looks on the runways
translate to the sales floor, which
was not so a few seasons ago,” said
Kelly Golden, owner of Neapolitan, a
store in suburban Chicago. She cited
Bottega Veneta’s chic vests, Fendi’s
fluid shapes and Jil Sander’s sporty
separates.

This was an important moment
for the Italian fashion industry,
which has been under siege from
cheaper textile makers and manu-
facturers. The Italian fashion cham-
ber, the Camera della Moda, slowed
down the pace of the Milan shows in
a largely successful attempt to make

them more accessible to visitors.
Milan’s strong showing is build-

ing excitement as fashion’s spotlight
moves on to Paris, where the run-
way shows start Wednesday. The
Paris calendar is studded with plati-
num brands, including Balenciaga,
Christian Dior, Jean Paul Gaultier,
Lanvin and Valentino. Paris is also
seen as the place where the world’s

most creative up-and-comers will
rise. This season, the hot new find is
Hakaan Yildirim, who moved his
show to Paris from London.

A key question for Paris is
whether the focus on Yves Saint
Laurent will continue. Milan design-
ers’ fascination with the designer in
his 1970s Morocco-hippie phase con-
tinued from the New York shows

two weeks earlier.
As a result, many of the labels

had a bit of the Age of Aquarius go-
ing on. Colorful, flowy caftans ap-
peared in the collections of all sorts
of designers, including Etro, Jil
Sander, Pucci, and Brioni. Fringe
was another important effect—done
unforgettably (and in this case, un-
wearably, since it was so revealing)

by Roberto Cavalli in an animalistic
collection sewn largely from snake-
skin, crocodile and suede.

Another trend that will be all
over stores next spring is couture
lace used for whole outfits. It’s a
look that Miuccia Prada pioneered
for fall 2008. Domenico Dolce and
Stefano Gabbana this season took
their inspiration from the lace tow-
els and tablecloths of their beloved
Sicily, creating day dresses and suits
of lace and then piling on diamond-
like rhinestones for evening. Even
Marni designer Consuelo Castiglioni
used lace: hers was covered in
flower-power lace blossoms that
had a mod look.

Raf Simons’s collection for Jil
Sander was electric with colors—of-
ten piled upon one another in a
shock to the senses. Mr. Simons’s
pairing of orange slacks with a pink
blouse under a swingy blue coat
could set a standard for the sort of
daring color and pattern mixes that
are looking like a hallmark of the
spring 2011 season.

Miuccia Prada used wildly bold
primary-color stripes and included
striped fur boas that screamed
“Look at me!” She sometimes mixed
these strong stripes with prints of
flowers, fruits or monkeys.

BY CHRISTINA BINKLEY

Etro (left) and Jil Sander (right) showed daring blends of colors and patterns. Bottega Veneta’s vests won retailers’ praise.
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Lockerbie bomber’s release
is focus of U.S. hearing
prognosis was his.” The spokes-
woman didn’t say whether Dr. Kay
agreed to the prognosis, or made it
initially.

Mr. Megrahi is the only person
convicted for the December 1988
bombing of Pan Am Flight 103 that
killed 270 people, including 189
Americans, when it exploded over
Lockerbie, Scotland. On Aug. 20,
2009, Scotland granted him a so-
called compassionate release on the
grounds that the Libyan convict,
suffering from terminal prostate
cancer, had about three months to
live.

More than 13 months later, Mr.
Megrahi remains alive at home in
Libya, raising questions about how
Scottish authorities determined that
the convicted bomber was roughly
three months from death—a guide-
line prisoners must meet to qualify
for compassionate release in Scot-
land. The questions were amplified
last month when The Wall Street
Journal reported that there was no
evidence that any of the specialists
who treated Mr. Megrahi’s cancer
signed off on the dire medical prog-
nosis that led to his release.

The situation has frustrated U.S.
politicians who believe Scotland
needs to explain its actions in

Continued from first page greater detail. Led by Sen. Menen-
dez, four U.S. senators issued a let-
ter in August calling for the Scottish
government to release Mr. Megrahi’s
full medical records. Scotland,
which had sole decision-making
power over Mr. Megrahi’s release,
independent of the U.K. government,
has refused.

Mr. Megrahi’s lawyer, Tony Kelly,
said he didn’t feel comfortable di-
vulging details of his client’s medi-
cal treatment. Despite the haggling
between the U.S. and Scotland over
when the chemotherapy began and
which doctor made the prognosis,
the issue of Mr. Megrahi’s chemo-
therapy—which was on the table at
the time of his release—has added
weight to the Senate’s call for the
release of the medical documents.

Neither the Scottish government
nor the U.K. government is sending
representatives to testify at the
hearing. Nor is BP PLC, which has at
times been accused of influencing
the decision to release Mr. Megrahi
to advance its oil interests in Libya.
The Senate committee has said it
will explore “the possible influence
of commercial interests” on Mr. Me-
grahi’s release.

BP has said it lobbied to speed
the passage of a Prisoner Transfer
Agreement between the U.K. and
Libya ratified in spring 2009. But
the oil giant’s involvement in the
Megrahi case has largely proved to
be a moot point. Though Mr. Me-
grahi applied to be transferred un-
der that agreement last year, his ap-
plication was rejected; instead, he
went free thanks to a separate ap-
plication under Scottish law’s provi-
sion for compassionate release.

Neither the Scottish
government nor the U.K.
government is sending
representatives to testify.

WSJ.com
ONLINE TODAY: See more photos
from Milan’s fashion week in the
Heard on the Runway blog, at
blogs.wsj.com/Runway.

tortue de cartier
PERPETUAL CALENDAR AND DAYS WITH RETROGRADE HAND 9422 MC CALIBRE

18K WHITE GOLD CASE, OCTAGONAL CROWN SET WITH A FACETED SAPPHIRE, MANUFACTURE

MECHANICAL MOVEMENT WITH AUTOMATIC WINDING CARTIER CALIBRE 9422 MC (33 JEWELS,

28,800 VIBRATIONS PER HOUR, DOUBLE-BARREL, APPROXIMATELY 52 HOURS POWER RESERVE),

PERPETUAL CALENDAR WITH DISPLAY OF DAYS BY MEANS OF RETROGRADE HAND, COUNTER
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Europe

n Europe is resolved to punish its
fiscal sinners, the big-spending
countries that sparked a sover-
eign-debt crisis this year and
nearly pulled the euro zone apart.
Proposals that will begin to
emerge Wednesday aim to impose
fines and other penalties on these
wayward nations. But weeks and
months of negotiation between
the 27 EU members remain over
how to set up the system of self
punishment, and any fines are
likely several years away.

n Russian President Dmitry Med-
vedev fired Moscow Mayor Yuri
Luzhkov after the veteran city
boss defied a weeks-long Kremlin
campaign to convince him to quit.
Officials and analysts said Luzh-
kov violated a Kremlin rule this
month, publicly questioning the
authority of Medvedev and seem-
ing to appeal for support to Prime
Minister Vladimir Putin, the presi-
dent’s patron and predecessor.

n U.K. Labour Party’s new leader
Ed Miliband said he strongly be-
lieved in reducing the budget defi-
cit and stands broadly by the pre-
vious Labour government’s plan to
halve the deficit over four years.
In his keynote speech to the La-
bour conference in Manchester,
Miliband also moved to distance
himself from the previous Labour
governments of Tony Blair and
Gordon Brown while giving the
British public a clearer sense of
his background and beliefs.

n Bank of England Monetary Pol-
icy Committee member Adam
Posen said he sees a “clear” case
for undertaking more asset pur-
chases in the U.K. to avoid a Ja-
pan-style protracted period of
economic stagnation.

n German consumer sentiment is
set to rise in October as economic
expectations rose to a three-year
high in September thanks to fall-
ing unemployment levels and
moderate consumer prices, market
research group GfK said.

n Germany’s cabinet approved a
broad slate of new energy propos-
als, including extending the
lifespan of the country’s nuclear
plants and billions in levies the
operating utilities will be obliged
to pay in return. The govern-
ment’s energy strategy also in-
cludes targets for drawing more
power from renewable energy and
renovating power grids.

n German Finance Minister Wolf-
gang Schäuble was admitted to
hospital for an expected four-week
stay, a blow to Germany’s govern-
ment that is likely to raise ques-
tions about his ability to oversee
the country’s finances.

n Italian Prime Minister Silvio
Berlusconi met his key allies
ahead of a major test on whether
he still has a majority in parlia-
ment following months of bitter
divisions inside his coalition. Ber-
lusconi is due to address the
lower house of Parliament on
Wednesday morning on his pro-
gram for the rest of his term,
which ends in 2013.

n Spain benefited from healthy
demand at a sale of nearly €3 bil-
lion ($4 billion) of three-month
and six-month Treasury bills, de-
spite speculation of an imminent
downgrade of its triple-A credit
rating by Moody’s.

n Greece has promised to pursue
an ambitious privatization pro-
gram to raise €3 billion ($4 bil-
lion) over the next three years,
but the effort won’t include fire
sales, said the official in charge of
selling off state assets.

n In Norway, three terror sus-
pects who were arrested in an al-
leged al Qaeda plot were likely
planning an attack against a Dan-
ish newspaper that caricatured
the Prophet Muhammad, Norwe-
gian and Danish police said.

i i i

U.S.

n U.S. home prices rose again in
July, according to the S&P Case-
Shiller home-price indexes, though
growth slowed as the tax-credit
boost continued to wane. The
Case-Shiller index of 10 major
metropolitan areas rose 0.8% from
June, while the 20-city index
climbed 0.6%.
n U.S. consumer confidence fell
sharply in September, as consum-
ers see no improvement in the la-
bor markets. The Conference
Board, a private research group,

said its index of consumer confi-
dence fell to 48.5 this month from
a revised 53.2 in August, first re-
ported as 53.5.

n The tea party has emerged as a
potent force in U.S. politics and
center of gravity within the Re-
publican Party, a new Wall Street
Journal/NBC News poll has found.
In the survey, 71% of Republicans
showed an affinity for the tea-
party movement, describing them-
selves supporters, or saying they
had a favorable image of the
movement or hoped most tea
party candidates won election.

n The proportion of U.S. adults
between 25 and 34 who have
never been married last year ex-
ceeded those who are married,
marking a reversal that follows
years of decline in marriage rates,
the Census Bureau said.

n Former President Jimmy
Carter developed an upset stom-
ach on a flight to Cleveland and
was taken to a hospital for obser-
vation. Carter was taken to Metro-
Health Hospital, where he is rest-
ing comfortably.

n Senate Republicans voted to
defeat an effort by the Democratic
majority to bring up legislation
that would take aim at U.S. multi-
national corporations moving
manufacturing jobs overseas.

n Chief Justice John Roberts Jr.
recently sold his stock holdings in
Pfizer, which clears him to partici-
pate in two cases involving the
drug maker that are pending on
the Supreme Court’s docket.

n In Boston, a shooting left a tod-
dler and three others dead, police
said. There have been no arrests,
and outraged city officials asked
residents for help.

n In Texas, a gunman opened fire
inside a library at the University
of Texas at Austin, then shot and
killed himself. Police said no one
else was hurt in the shooting.

i i i

Americas

n In Mexico, a mudslide crushed
a rural village in the southern
state of Oaxaca, burying more
than 300 homes, according to au-

thorities, who scrambled to reach
those under the rubble. The disas-
ter struck the village of Santa
María Tlahuitoltepec when a hill-
side collapsed following several
days of intense rain.

i i i

Asia

n Afghan President Hamid Karzai
appointed the members of a new
council that aims to negotiate a
peace settlement with the Taliban
insurgents, who immediately re-
jected these overtures and assas-
sinated the deputy governor of a
key province.

n Japan is investigating the im-
pact on domestic companies and
their overseas branches of slowing
imports from China, aiming to
gather information to encourage
China to resolve any problems in
the flow of trade, Minister of
Economy, Trade and Industry Aki-
hiro Ohata said. He said any trade
restriction targeting Japan would
be a violation of World Trade Or-
ganization regulations.

n India’s Supreme Court cleared
the way for a verdict to be issued
in a controversial and long-run-
ning case over whether Hindus or
Muslims have rights over a dis-
puted religious site in the north-
ern state of Uttar Pradesh. The
decision sets the stage for the Al-
lahabad High Court to issue its
verdict, which could come within
days and is likely to spark concern
across India of potential unrest
given the case’s sensitivity.

n Thailand approved a state-
owned company’s plan to invest
roughly $650 million in a third-
generation mobile-phone network.

i i i

Middle East

n George Mitchell, Washington’s
special envoy to the Middle East,
rushed to the region on an emer-
gency mission to keep peace talks
from collapsing just weeks after
they began. Israel’s decision to re-
sume new West Bank settlement
construction after a 10-month
moratorium expired on midnight
Sunday has provoked Palestinian
threats to walk out of the talks. It
has also caused new friction be-
tween Israel and the U.S., which
said it was “disappointed” with Is-
rael’s refusal to relent.

n Israeli naval forces intercepted
a catamaran carrying nine Jewish
activists toward the Gaza Strip,
encountering no resistance as
they took control of the sailboat
and escorted it to shore.

i i i

Africa

n An Egyptian court sentenced
billionaire businessman Hisham
Talaat Mostafa to 15 years in
prison, capping for now a murder
trial that has transfixed much of
the Arab world for more than two
years. The court found Mostafa
guilty of paying a former Egyptian
police officer $2 million to murder
his former lover, Lebanese pop
singer Suzanne Tamim. The for-
mer officer, Mohsen Sukkari, was
convicted of killing Tamim and
sentenced to life in prison.

WORLD WATCH

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

Former Cuban president Fidel Castro looks on before delivering an one hour, 14-minute long speech to commemorate the
50th anniversary of the country’s Committees for the Defense of the Revolution in Havana. The 84-year-old hadn’t
spoken for this long publicly since health problems forced him to give up the presidency in 2006.

Associated Press

Castro delivers longest speech since health problems
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Ireland’s complex challenge:
save banks, soothe markets

Ireland’s government faces a
complex challenge this week: con-
vincing investors that it can bear
the cost of fixing state-owned Anglo
Irish Bank Corp.—the nation’s most
troubled lender—without spooking
markets by pushing creditors to pick
up the tab.

Concerns about Ireland’s banking
system have thrust this small, frag-
ile economy back into the center of
Europe’s fiscal crisis. Along the
euro-zone’s periphery, problems in
Portugal also have intensified, with
that country’s president gathering
political leaders to try to craft a
deficit-reduction plan. At the same
time, Greece is limping along, with
limited access to public debt mar-
kets.

But Ireland’s return to critical
condition comes after winning plau-
dits earlier in the year for its fiscal
discipline. Despite already harsh
cuts, the country’s sluggish eco-
nomic growth, soaring unemploy-
ment and rising financial losses
could prevent the government from
reducing a budget deficit that has
climbed to roughly 12% of gross do-
mestic product. Ireland says its debt
problems can be solved, but econo-
mists warn that it may yet require
outside assistance from the Euro-
pean Union.

On Tuesday, financial markets
were on high alert. One measure of
confidence—the cost of insuring Ire-
land’s sovereign bonds against de-
fault using derivatives called credit-
default swaps—jumped to a record,
according to data provider Markit,
though trading volume was thin,
and prices eased back from their
new highs later in the day. To bor-
row from the capital markets for 10
years, Ireland must now pay an in-
terest rate of nearly 7%, 4.7 percent-

age points more than Germany, the
euro-zone benchmark, and the high-
est so-called risk premium for Ire-
land since the euro’s creation in
1999.

The government in Dublin could
reduce the cost of bailing out Anglo
Irish by taking a tougher line with
creditors, pressuring them to accept
bigger-than-expected losses on their
bond holdings. While such a move
would likely prove politically popu-
lar, it could damage Ireland’s repu-
tation among global investors and,
by extension, make things tougher
for its other banks. Prices of Anglo
Irish’s bonds have plummeted, while
Bank of Ireland PLC and Allied
Irish Banks PLC have effectively
been shut out of the capital markets
for weeks, making it harder for
them to refinance their debts.

This week, the government will
announce the final cost of splitting
Anglo Irish, its third-biggest lender,
into two institutions in order to
protect the bank’s depositors. Ana-
lysts expect a final cost for Anglo
Irish of around €30 billion ($40.4
billion), though some warn the price
tag could be higher. The government
is also likely to offer holders of
about €2.4 billion of riskier Anglo
Irish bonds a token sum to accept
major losses on their investments,
but it is expected to stop short of
forcing these creditors to accept
losses, according to analysts.

Many observers don’t expect Ire-
land to suffer a Greece-style funding

crisis. Ireland has already financed
its budget needs through the first
half of 2011, doesn’t have major
debts coming due soon, and holds
about €20 billion of cash reserves. If
Ireland’s cost estimates for righting
Anglo Irish prove smaller than ex-
pected, prices of Irish bonds could
rally as sentiment recovers.

A spokesman for Ireland’s fi-
nance department said Tuesday that
the final cost of fixing Ireland’s
banking system will be “consider-
ably less” than the initial cost to
taxpayers. Ireland has already
“achieved a notable return” on its
investment in Bank of Ireland, for
example, and has earned nearly €1
billion from fees charged to banks
for a key crisis-era government
guarantee. The government’s “bad
bank” program, which takes souring
loans off banks’ balance sheets, is
also expected to produce a profit of
at least €1 billion over time.

Investors, however, are fretting
about Ireland’s deficit, which some
economists expect to rise past 25%
of its GDP once bank rescues are in-
cluded—far above the European
Union’s 3% limit.

Last week, the government re-
ported that the economy contracted
nearly 5%, at an annualized rate, in
the second quarter, fueling fears
that government tax revenues will
shrink and bank-bailout costs will
grow, making it difficult for the gov-
ernment to stick with its deficit-re-
duction plan.

But Irish officials don’t want to
rattle the market with any fast
money-saving moves: If they are
seen as forcing Anglo Irish’s credi-
tors to take losses, investors could
shun Irish banks altogether, giving
the Irish government an even bigger
funding burden. The Irish govern-
ment has already pumped at least
€33 billion into its banking sys-

tem—equivalent to around 20% of
its GDP.

“It’s a fine balancing act,” says
Simon Adamson, a banking analyst
at research firm CreditSights. “The
other Irish banks are going to be af-
fected by whatever happens with
Anglo Irish. The government has to
tread carefully.”

On Monday, ratings company
Moody’s Investors Service down-
graded its ratings on Anglo Irish’s
bonds. Rival Standard & Poor’s has
estimated that the final cost of res-
cuing Anglo Irish could exceed €35
billion. Late Wednesday night, a key
government guarantee expires,
which means holders of some Anglo
Irish bonds will no longer be pro-
tected by the government.

Irish finance minister Brian Leni-
han has repeatedly said the govern-
ment will honor its obligations to
holders of Anglo Irish’s “senior”
bonds. Such investors are paid be-
fore holders of riskier “subordi-
nated” bonds and equity in a liqui-
dation.

Anglo Irish’s subordinated bonds
now trade at around one-fifth of
their original value—suggesting in-
vestors expect to lose most of their
cash. “A buyback is on the agenda,”
says Michael Cummins, director at
fixed-income firm Glas Securities in
Dublin. “What is uncertain is, on
what terms.”

Meantime, in order to pay the
country’s bank-related debts, Irish
finance chief Mr. Lenihan may need
to announce more than the €3 bil-
lion of additional austerity mea-
sures in his 2011 budget, due in De-
cember. That, in turn, could spur
resentment among the Irish—who
have already suffered through mul-
tiple austerity measures—and drain
even more cash from the economy.

—Quentin Fottrell
contributed to this article.

BY NEIL SHAH
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On the brink? | Annual cost to insure against an Irish government bond default for five years

May 2008
Brian Lenihan
becomes Ireland’s
finance minister.

September
After Lehman's
bankruptcy,
Ireland quickly
moves to
guarantee all
liabilities of its
biggest financial
institutions.

March 2009
As the financial
crisis reaches a
climax, the cost
of insuring
Ireland’s bonds
against default
hits a
record.

December
Mr. Lenihan
delivers what
many call the
most severe
austerity budget
in a generation,
making €4 billion
of cuts.

March 2010
Having moved
swiftly to tackle
its financial
problems, Ireland
sees its standing
with investors
grow. The cost of
insuring Ireland’s
bonds falls.

May
Debt crisis
reaches a boiling
point, with the EU
and IMF bailing
out Greece and
creating an
emergency fund.
Ireland suffers
collateral damage.

August
Worries about
Europe’s debt
problems
temporarily
fade, prompting
investors to fret
over the U.S.
economic
recovery instead.

September
Concerns about
Ireland’s banking
system, especially
Anglo Irish Bank,
return with a
vengeance,
sending credit-
insurance costs
to fresh highs.

Germany’s
Schäuble
admitted
to hospital

BERLIN—German Finance Minis-
ter Wolfgang Schäuble was admitted
to the hospital Tuesday for an ex-
pected four-week stay, a blow to
Germany’s government that is likely
to raise questions about his ability
to oversee the finances of Europe’s
biggest economy.

Mr. Schäuble, a key ally of Chan-
cellor Angela Merkel, has been
wheelchair-bound since he was shot
in an assassination attempt 20 years
ago. He has had health problems for
much of the year, missing important
meetings during Europe’s sovereign-
debt crisis.

A finance ministry spokesman
said Mr. Schäuble, who will be
treated for problems stemming from
an earlier operation, will continue
to conduct government business
from his hospital bed.

Ms. Merkel has so far shown no
sign of replacing the 68-year-old
minister despite his health prob-
lems. However, German media
raised questions this spring about
whether the minister is able to
press the country’s case in tough in-
ternational negotiations within the
European Union and the Group of 20
leading economies.

The veteran conservative politi-
cian, who is Germany’s longest-serv-
ing federal lawmaker, is widely seen
as the most powerful member of the
cabinet after the chancellor. The
chancellor has given him the task of
pushing through unpopular spend-
ing cuts to reduce Germany’s budget
deficit, often amid resistance from
members of Ms. Merkel’s center-
right coalition.

Mr. Schäuble will miss several
high-level meetings, including talks
among euro-zone finance ministers
in Brussels this week, the annual
meeting of the World Bank and In-
ternational Monetary Fund in Octo-
ber, and potentially an international
finance ministers’ meeting Oct.
22-23 in South Korea.

A routine operation in February
related to his paralysis left Mr.
Schäuble with a wound that failed to
heal, forcing him to spend weeks in
the hospital recovering while Eu-
rope’s governments argued over how
to deal with Greece’s debt crisis.

BY PATRICK MCGROARTY
AND MARCUS WALKER

Ireland’s return to critical
condition comes after
winning praise earlier in the
year for its fiscal discipline.

AFP/Getty Images

Minister Schäuble in Berlin Tuesday.
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No on budget, no-no on foreign cows
California lawmakers can’t get financial house in order but they have bills protecting local bovine and state’s rock

O N THE brink of insolvency,
California may have to pay
its bills with IOUs soon. A

budget was due three months ago,
and the legislature hasn’t passed
one. The lawmakers can, however,
point to a list of other achieve-
ments this year.

Awaiting Gov. Arnold
Schwarzenegger’s signature, for
example, is a bill that would bar
the state from filming cows in
New Zealand. It’s the fruit of five
committee votes and eight legisla-
tive analyses.

California lawmakers also
voted to form a lobster commis-
sion. They created “Motorcycle
Awareness Month,” not to men-
tion a “Cuss Free Week.”

And they kept the California
state rock safe. Senate Bill 624
had sought to bust the rock, ser-
pentine. Adamant opposition pro-
tected it, but sponsor Gloria
Romero declared this “an issue we
should address again.”

Failure to pass a budget has re-
inforced the U.S.’s most populous
state’s image as also the most un-
governable. Mr. Schwarzenegger
proposed his budget in January.
Legislators have had all year to
revise it and pass one more to
their liking. It’s the only state
with a fiscal year that began July
1 that hasn’t passed a budget.

California paid bills with IOUs
for two months last year, and the
state controller says he may re-
sort to them again in the next
weeks if lawmakers
tarry. Legislative leaders
say they hope to have a
preliminary budget this
week to deal with a
shortfall currently pro-
jected at $19 billion. It
still may take weeks of
wrangling to wrap up fi-
nal details.

Lawmakers lined up
votes more quickly to
pass the “Happy Cows”
bill, as Assembly Bill 1778
has been dubbed. The leg-
islation would bar publicly funded
commercials that promote Califor-
nia products from being filmed
outside the state. The bill’s author,
Ted Lieu, a Democrat, says it
would keep jobs in Hollywood.

The commercials feature “un-
happy” foreign cows auditioning,
American Idol-style, to come to
the state and be “happy California
cows.” Mr. Lieu learned that the
state-supervised California Milk
Advisory Board, which makes the
spots, had filmed some in New
Zealand.

“You’re promoting California
dairy because we have happy
cows, and you say, ‘Well, let’s go
to New Zealand,’ ” he says indig-
nantly. “It’s a very misleading
thing to be doing.” His bill in-
cluded a thorough analysis by the
Assembly Committee on Arts, En-
tertainment, Sports, Tourism, and
Internet Media.

The milk board says antipo-
dean animals starred strictly as
unhappy foreign cows, such as
“Anna” from the Alps and “Soo” in
Korea. “The only images of cows
filmed in New Zealand are foreign
cows, unhappy cows from all the
world, auditioning to become a
California cow,” says Michael

lis, the governor played a merce-
nary named Trench.

His spokesman says that Mr.
Schwarzenegger filmed on a single
Saturday a year ago, and that at-
tending the premiere in Las Vegas
took only a few hours.

Mr. Schwarzenegger proposed
a budget on time, says the spokes-
man, Aaron McLear, while “the
legislature has once again failed
to do their job.” He notes that
most legislators recessed for all of
July.

They didn’t go home to constit-
uents empty-handed, having given
Californians both the Motorcycle
Awareness Month and the Cuss
Free Week. The bike resolution,
introduced by Assembly Republi-

can leader Martin Garrick, points
out the need “to honor motorcy-
clists’ many contributions to the
communities in which they live
and ride.”

Mr. Garrick said: “Taking time
to recognize worthy groups and
individuals who have contributed
to California doesn’t detract from
our focus on the bigger issues fac-
ing the state.”

The other resolution said that
it “invites the people of this state
to take the No Cussing Challenge
each year during the first week of
March to improve our relation-
ships, to set a tone of harmony
and connectedness in our commu-
nities, and to inspire ourselves to
higher endeavors.” Democratic As-

semblyman Anthony Portantino
says he introduced it on the be-
half of “a teenager in my district
who did something laudable.”

Assemblyman Norby says in
view of the yawning budget defi-
cit, legislators could make better
use of their time. Pointing to an-
other resolution they passed, de-
claring April “Financial Aid and
Literacy Month,” he says, “Who
are we to be preaching financial
literacy?”

BY STU WOO
Sacramento, Calif.

Left: California Gov. Arnold
Schwarzenegger discussing his
budget plan on Sept. 1 in
Sacramento. Above: State Sen.
Gloria Romero proposed a bill to
strip serpentine of its status as the
official state rock.A
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Freeman, the board’s vice presi-
dent of advertising. “We’ve never
filmed California cows any place
other than here in California.”

The cow bill is on the gover-
nor’s desk. His spokesman says
the governor has no position on it
and generally doesn’t publicly
comment on pending bills.

Others in the statehouse do.
“The state’s broke,” says Assem-
blyman Chris Norby, a Republican.
“Is this really what we should be
spending our time on?”

State Sen. Romero thinks so.
Her Senate Bill 624
declared: “It is the in-

tent of the Legislature
to remove serpentine as

the State Rock and pro-
vide for a suitable re-
placement.” The problem
is, serpentine can contain
small amounts of asbes-
tos. “We shouldn’t have a
known carcinogen as the
California state rock,”
says Ms. Romero, a Demo-
crat.

The rock bill got stuck in com-
mittee. Ms. Romero, barred from
re-election by term limits, hopes
someone else will push it.

Some legislators say it’s unfair
to criticize them for spending
time on matters like this. Only a
few in the leadership or budget
committee are involved in devel-
oping a spending plan, they say,
so others must go about the nor-
mal business of lawmaking.

“If we all focus on the budget,
then we’re going to crash,” says
Assemblywoman Lori Saldana,
who persuaded colleagues to pass
her plan to create the “Lobster
Management Enhancement Advi-
sory Committee.” It is designed to
help the state’s estimated 200 lob-
stermen trap California spiny lob-
sters.

Ms. Saldana, a Democrat who
is the Assembly’s assistant major-
ity whip, blames the budget im-
passe partly on Mr. Schwarzeneg-
ger. “I honestly believe the
governor’s lost interest in this
budget,” she says. “He’s making
movies, for God’s sakes.”

That would be “The Expend-
ables,” the shoot-’em-up summer
blockbuster. Starring alongside
Sylvester Stallone and Bruce Wil-

Soo

WSJ.com
ONLINE TODAY: Watch clips from
the ‘Happy California Cow’ cam-
paign at WSJ.com/PageOne
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Medvedev discharges Moscow mayor
MOSCOW—Russian President

Dmitry Medvedev on Tuesday fired
Moscow Mayor Yuri Luzhkov after
the veteran city boss defied a
weeks-long Kremlin campaign to
persuade him to resign.

Mr. Luzhkov, a Soviet-era bu-
reaucrat who had run the Russian
capital for the past 18 years, was
one of the most powerful indepen-
dent players still on the Russian po-
litical scene.

But officials and analysts said he
violated a cardinal Kremlin rule this
month, publicly questioning the au-
thority of Mr. Medvedev and seem-
ing to appeal for support to Prime
Minister Vladimir Putin, the presi-
dent’s patron and predecessor.

“Anyone who tries to act outside
the power vertical will suffer ostra-
cism from all within it,” said a
Kremlin official, using the Russian
expression for the top-to-bottom
system of administrative control put
in place under Mr. Putin.

Over the past two weeks, the
Kremlin sought to encourage Mr.
Luzhkov to resign, an outcome that

would have helped both sides save
face since he was also a leading
member of the ruling United Russia
party. But Mr. Luzhkov defied a
drumbeat of Kremlin leaks and
muckraking reports on state TV de-
nouncing his leadership. On Monday,
he returned from a weeklong vaca-
tion insisting he wouldn’t quit.

Facing a direct challenge to his
authority, Mr. Medvedev, in China
on an official visit, responded with
a decree early Tuesday removing
him for having “lost the confidence
of the president”—the first time Mr.
Medvedev ever used that harsh des-
ignation.

The depth of Mr. Luzhkov’s ap-
parent miscalculation became
clearer later in the day, when Mr.
Putin backed up the president.

“It was completely obvious that
the mayor of Moscow and the presi-
dent had a bad relationship and the
mayor is the president’s subordi-
nate, not the other way around,” Mr.
Putin told reporters.

Mr. Putin, who is widely viewed
as the more powerful partner in
Russia’s ruling tandem, said he had
discussed Mr. Luzkhov’s removal

with the president.
Officials and analysts said the

drawn-out and public battle with a
subordinate made the Kremlin look
clumsy.

Over the past two years, Mr.
Medvedev has eased out several
heavyweight regional leaders who
came to power in the early 1990s.

But none has so openly defied the
Kremlin’s efforts to remove him. Un-
til the Kremlin made them political
appointees in 2004, regional leaders
and the mayors of Moscow and St.
Petersburg were elected, and many
became national figures, such as Mr.
Luzhkov.

Mr. Luzhkov was at City Hall

Tuesday but didn’t make any public
comment. But in a letter formally
quitting United Russia, he remained
defiant, blasting the party for failing
to defend him against “the torrent
of lies and slander” in the state me-
dia.

Some analysts and politicians
suggested his firing could lead to a
wave of corruption investigations in
Moscow.

Mr. Luzhkov and his wife, who
became a billionaire in the construc-
tion business during his years in of-
fice, have for years been dogged by
corruption allegations. They have al-
ways denied them and have never
been formally charged.

According to official declara-
tions, Mr. Luzhkov earned 7.95 mil-
lion rubles (about $260,000) last
year, while his wife reported 31 bil-
lion rubles in income.

Kremlin officials said a successor
is likely to be named in the next few
weeks. Officials and analysts said
they expect it to be a senior bureau-
crat close to Messrs. Putin and Med-
vedev. In the interim, Mr. Luzhkov’s
top deputy, Vladimir Resin, is filling
in.

BY GREGORY L. WHITE

President Medvedev, left, with Mayor Luzhkov at Moscow’s City Day in 2008.
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SPORT

The biggest surprise of the
European football season is in
Spain, where five games into
the new campaign, the La Liga
standings are topped not by
Barcelona or Real Madrid, but
cash-strapped Valencia.

Despite a turbulent summer,
in which the club was forced to
sell its two top scorers, David
Villa and David Silva, Valencia
has won all but one of its
games so far, including a 4-0
victory at Bursapor of Turkey in
the opening round of UEFA
Champions League games.

By contrast, Manchester
United, which visits Valencia on
Wednesday, recorded a dispirit-
ing goalless draw against Glas-
gow Rangers in its opening Eu-
ropean game, and has also
endured three further stale-
mates against inferior oppo-
nents in the Premier League.
Fulham and Everton held United
to draws and more frustration
followed in a 2-2 draw against
Bolton Wanderers on Sunday,
when Michael Owen’s late goal
averted disaster. Mr. Owen also
struck twice in the League Cup
last week and is 5/2 with
Paddy Power to score at any
time on Wednesday.

As for the outcome of the
game, United is a 2/1 underdog,
with home side Valencia avail-
able at 17/10 to win. In 13
home games against English
teams, Valencia has lost just
twice, while United has man-
aged only one victory from 18
visits to Spain, failing to score
in the last three.

The pair has drawn four of
six contests in total, including
the previous three in which a
meagre two goals were scored,
meaning Coral’s 11/10 for no
more than one team to score
looks a good bet.

Tip of the Day

2

Source: UEFA

Michael Owen.
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Making its pitch to Europe
A sports academy offers Major League Baseball a foothold in one of the sport’s backwaters

TIRRENIA, Italy—At an elite
sports academy in this Italian beach
town, coaches hired by Major
League Baseball are training the
first real generation of European
professionals. A few, they hope, will
reach the Major Leagues someday.

It’s an ambitious bet.
European baseball is a subcul-

ture of small clubs in smaller
leagues. Field quality is variable and
even at its highest level, it’s run and
played by semi-professionals. Only
two Europeans currently play in the
Majors, and player participation has
stagnated. It was 114,181 last year,
according to the European Baseball
Confederation. In 1996, it was
115,116. By comparison, USA Baseball
claims some 20 million youth and
adult amateur players.

Netherlands, Italy and Germany
account for half of all European
players, but even in those countries,
it’s not hard to find other sports
that are more popular. In Italy, for
example, baseball draws fewer spec-
tators than volleyball, which gets
over 1,000 fans for a big game.

Back in 1995, MLB, the game’s
professional outlet, waded into this
baseball backwater by opening a
London office. A big reason was
merchandising, which has been val-
ued at over $3 billion a year, a slice
of that coming from Europe. The
league declined to cite European
sales, but New York Yankees hats
are still popular among rappers in
Paris and London.

In 1996, MLB started promoting
the playing of the game in Europe,
training coaches and sports teach-
ers, and sending equipment to
schools in an effort to spread Amer-
ica’s pastime to the old world. Suc-
cess, however, was mixed: Once the
game was introduced, it was hard to
get kids to keep playing.

So in 2005, MLB decided to try a
different approach. It opened an
academy at a national sports train-
ing center near Pisa, which has be-
come “our primary development
structure,” says Clive Russell, direc-
tor of MLB in Europe. The complex
is top-notch. French Open tennis
champ Francesca Schiavone trains
there. Seven countries, including It-
aly, have academies for their own
prospects.

Every summer, a few full-time
staff members and coaches picked
from the ranks of former Major
Leaguers choose the top 50 or so
teenage European players and invite
them to Tirrenia for three weeks of
instruction. Scouts have made it a
regular stop on their travels too,
and this year two players at the
academy signed pro contracts.

Cincinnati Reds great Barry Lar-
kin and 16-year veteran Wally
Joyner were the top draws This
year. “I’ve always wanted to travel
and see the world,” says Mr. Joyner.
“And to do that while spreading the
game I love was an opportunity I
couldn’t pass up.”

Bill Holmberg, the head staff
coach at the academy, says the hope
is that a few European players will
make it to the Majors, and that their
success will inspire more Europeans
to play and watch baseball. Dirk
Nowitzki, whose success on the bas-
ketball court helped Germans learn
to love the sport, is often cited as
an example.

The first part of the equation
seems to be working: Several dozen

European players have signed pro
contracts since the academy opened.
One, Max Kepler-Rozycki of Berlin,
last year received a $775,000 signing
bonus to join the Minnesota Twins.

Baseball, however, features some
of the most brutal labor economics
of any professional sport, and its
long apprenticeship system is par-
ticular tough on European players.
There are roughly 10,000 pro play-
ers under some sort of contract
with Major League baseball teams.
In any given year, 10% of those play
in the Major Leagues, where the av-
erage salary is $3.3 million.

The other 9,000 take buses, not
business-class, and live on salaries
ranging from $10,000 a month to as

little as $850 a month in Class A.
More players quit than get released,
say baseball officials. Players com-
ing from abroad have nowhere to
stay or work outside the baseball
season, which can contrive to make
minor-league baseball a costly and
morale-sapping proposition.

Making matters worse, it can
take up to a decade to reach the Ma-
jors. One of the best European pros-
pects in recent years is Alessandro
Maestri, who joined the Chicago
Cubs in 2006. He prospered in the
lower minors but hit a bump last
year, posting a sub-par record of
two wins, three losses, and a 6.25
earned run average with the Ten-
nessee Smokies, the Cubs’ Double-A

team, two ranks removed from Chi-
cago. “When you’re in the minors,
you want one pitch, one inning, one
game in the big leagues,” says Mr.
Maestri. “On bad days, you feel like
you’ll never get there, and on good
days, you feel like you could get
there tomorrow.” He adds, softly,
“It’s about time I made it.”

The only native European cur-
rently who is a regular the Major
Leagues is Rick VandenHurk, a hulk-
ing 25-year-old right-handed relief
pitcher for the Baltimore Orioles. As
he goes around the league, Mr. Van-
denHurk says, “Guys are always ask-
ing me if I’m really European and do
they really have baseball over
there.”

In a bid to promote the game,
Mr. VandenHurk has invited fellow
professionals including Adam Jones,
Jeremy Guthrie and Barry Zito on a
tour of the Netherlands and Belgium
in November. “I thought they could
experience Europe and sight-see and
at the same time teach baseball,
which obviously they love,” says Mr.
VandenHurk.

Mr. VandenHurk’s role model is
Robert Eenhoorn, a Dutchman who
played for the New York Yankees
and then-California Angels in the
1990s, and then returned to Europe
where he built a world-class na-
tional program that, improbably, has
defeated powerhouses such as Cuba
and the Dominican Republic.

Mr. Eenhoorn helped build the
baseball-rich environment that Mr.
VandenHurk grew up in. “Since I
was a kid, all I ever wanted to do
was play baseball,” he says. He was
signed by the Marlins as a catcher.
“But my bat wasn’t so good, while
they liked my arm and my body, so
they made me a pitcher.”

BY JOHN W. MILLER

Aspiring players at the MLBI European Academy, below, hope to follow Rick VandenHurk into Major League Baseball.
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EU to propose sanctions
for spendthrift members

BRUSSELS—Europe is resolved
to punish its fiscal sinners, the big-
spending countries that sparked a
sovereign-debt crisis this year and
nearly pulled the euro zone apart.

Proposals that will begin to
emerge Wednesday aim to impose
fines and other penalties on these
wayward nations. But months of ne-
gotiation among the 27 European
Union members remain over how to
set up the system of self punish-
ment and any fines are likely several
years away.

Complicating matters, the effort
is proceeding on two parallel tracks.
The European Commission, the
bloc’s executive arm, will present
detailed proposals Wednesday, but a
task force of national officials is
progressing more slowly, people fa-
miliar with the matter say. It is set
to make a report to European lead-
ers at the end of October, and fi-
nance ministers will discuss the is-
sue at a meeting in Brussels this
week.

Legislation proposed by the com-
mission would need the sign-off of
the EU’s member states.

The push for sanctions is a bid to
put more teeth on the EU’s budget
pact, a set of limits on national debt
and deficits meant primarily to keep
euro-zone members from running
up big debts and saddling the whole
currency area with higher interest
rates and inflation. The rules were
disregarded for years, with the sov-
ereign-debt crisis as a disastrous
consequence.

This is the second time in a de-
cade that the EU is trying to get
tough on budget rules. In 2003, the
commission moved to condemn
France and Germany for breaching
the limits—a signal that even the
bloc’s biggest economies could be
called to task. But under pressure
from the two countries, the EU’s fi-
nance ministers overturned the de-
cision. In hindsight, that episode is
viewed as an embarrassing and
costly mistake.

Now, the atmosphere has
changed. The reaction half a decade
ago to beefing up rules “was very
different” than it is today, Belgian
Finance Minister Didier Reynders
said Tuesday.

The commission will try again
Wednesday, this time proposing to
remove as much political interfer-
ence as possible. A repeat budget
offender could be fined as much as
0.2% of gross domestic product, ac-
cording to people briefed on the
plans, with penalties being dis-
pensed almost automatically. Sanc-
tions would apply only to euro-zone
countries.

Under its proposal, the commis-
sion would also monitor so-called
macroeconomic imbalances—yard-
sticks such as labor-force productiv-
ity that suggest a country is losing
economic ground in relation to its
peers. Governments that don’t enact
policies to fix these problems could
ultimately be fined up to 0.1% of
GDP, the commission will propose.

It also will suggest pushing
countries more rapidly to reduce
their debt as a percentage of GDP;
any nation over the 60% threshold

would have to reduce its excess by
5% a year.

The task force of national offi-
cials, which met Monday, formed
“clear directions,” according to one
official, but it is still haggling over
details. Task-force members gener-
ally agree on surveillance of macro-
economic imbalances, the need to
reduce debt more quickly and the
notion of sanctions.

Several bridges remain to be
built. Most pressing is how the
sanctions would be applied. German
Finance Minister Wolfgang
Schäuble, in a letter to colleagues,
backed the commission and urged
“quasi-automatic” sanctions. That
view is echoed by the Dutch, who
want a “more rules-based system,”
a Dutch official says. France is
among several countries wary of au-
tomatic sanctions.

European officials say the need
for more coherence in the euro
zone’s economy is strong, because
the 16 countries share a single mon-
etary policy.

On the fiscal side, the danger is
apparent: Greece’s chronic over-
spending and consequent soaring
debt caused a crisis of confidence
among investors, who wondered if
Greece would ever be able to pay
back its borrowings.

The cost of stemming the Greek
panic was a loan package of €110
billion ($149 billion); the price for
quelling the panic’s spread was an
additional €750 billion in pledges,
along with massive bond-buying by
the European Central Bank.

—Stephen Fidler and Andrea
Thomas contributed to this article.

BY CHARLES FORELLE
AND MATTHEW DALTON

EU Monetary Affairs Commissioner Olli Rehn plans to issue a plan Wednesday for states to be punished for big spending.

Norway terror plot targeted Danish paper, say police
STOCKHOLM — A 37-year-old

Iraqi Kurd terror suspect has con-
fessed that he was planning an at-
tack, with the target believed to be
the Danish newspaper that pub-
lished controversial cartoons depict-
ing the prophet Muhammad in 2005,
Norwegian police said Tuesday.

The suspect was one of three
men arrested in July in the Oslo
area and in the German city of Duis-
burg when the Norwegian Security
Service acted against a suspected

terrorist cell operating in Norway.
“I can confirm that the suspect

has confessed to planning a terrorist
act,” said Trond Hugubakken from
the Norwegian Security Service.

Shawan Sadek Saeed Bujak, who
was arrested in Germany, didn’t say
if the attack would be aimed at the
headquarters of the daily newspaper
Jyllands-Posten in Aarhus, or its
newsdesk in Copenhagen, said Siv
Alsen, also from the Norwegian Se-
curity Service. But Ms. Alsen con-
firmed that the planned target was
the newspaper. “We have known

this for some time, but as the media
got hold of the story today we can
confirm that Jyllands-Posten was
the target,” she said.

The newspaper drew interna-
tional attention when it published
cartoons depicting the Prophet Mu-
hammad, one showing him with a
bomb as his turban. Islamic law for-
bids any depiction of the prophet.

Mr. Bujak had previously stated
that he didn’t know the two other
men arrested, David Jakobsen, 31,
and Mikael Davud, 39, but Mr. Hu-
gubakken said Mr. Bujak had now

briefly discussed their respective
roles, without going into detail. All
three men have permanent resi-
dence permits to stay in Norway.

Mr. Bujak’s lawyer said his client
had denied belonging to a terrorist
cell and having any contact with al
Qaeda. But the Associated Press re-
ported that his lawyer confirmed
that his client had admitted to being
involved in the plot.

U.S. and Norwegian officials be-
lieve the alleged plot was linked to
the same Pakistan-based al Qaeda
planners behind thwarted schemes

to blow up New York’s subway and
a British shopping mall, according
to the AP.

The lawyer of suspected ring-
leader, Mr. Davud, said Tuesday that
his client had planned a bomb at-
tack against the Chinese embassy in
Oslo and that the other two weren’t
aware of the target, the AP said. The
lawyer for the third suspect in the
case, Mr. Jakobsen, a 31-year-old
Uzbek national, has previously said
he intends to plead innocent to any
terrorism charges, the news agency
reported.

BY ERIK DURHAN

Greece pledges
asset privatization
won’t be a fire sale

ATHENS—Greece has promised
to pursue an ambitious program of
privatizing everything from gam-
bling to infrastructure to raise €3
billion ($4 billion) for state coffers
over the next three years, but the
effort won’t include fire sales, said
the official in charge of selling state
assets.

The country has agreed not only
to impose austerity measures and
fiscal restructuring, but also to a
transformational program to attract
private capital into state-owned as-
sets under the terms of the €110 bil-
lion bailout provided by the Interna-
tional Monetary Fund and the
European Union to stave off bank-
ruptcy.

“We will meet the €3 billion tar-
gets by 2013 but there won’t be any
front-loading even if we may raise
some revenues this year,” George
Christodoulakis, special secretary
for asset privatization at the Fi-
nance Ministry, said in an interview.

The privatization program is also
about “restructuring the local econ-
omy, and not just money,” he added.

“We are encouraging viable pri-
vate investment but want to secure
the public interest in modern ways
so there won’t be any fire sales,”
Mr. Christodoulakis said.

A top priority for the govern-
ment is Hellenic Railways, which
has amassed €10.7 billion in debt
and costs local taxpayers €1 billion
a year to keep afloat.

The government plans to pass a
privatization law in the next few
weeks.

It is expected to slash the num-
ber of jobs at the railway to 3,700
employees from the current 6,000,
cut unprofitable activities and
routes and put in place a framework
for exploiting real-estate assets val-
ued at several billion euros.

“We already have some serious
international interest for the rail-
ways and we expect to deliver the
revamped operator next year which
will be marginally profitable,” Mr.
Christodoulakis said. “While its sub-
stantial debts will have to be ser-
viced by the Greek state, we hope its
real-estate portfolio will offset some
of those costs.”

Unions are determined to resist
such efforts. “We are on an acceler-
ated path of strikes and industrial
action because there has been no di-
alogue and because the government
is trying to impose an industrial
Dark Age upon us,” said Nikolaos Ki-

outsoukis, president of the Panhel-
lenic Federation of Railway Work-
ers.

He added: “We cannot accept our
numbers being thinned to 3,700
workers; the transfers of personnel,
the reduction in wages and the cuts
to pension entitlements are com-
pletely unacceptable.”

Mr. Christodoulakis said he be-
lieves a rational agreement with
unions can be reached because the
country is at a turning point “and
we can’t keep going like this, as
mismanagement would prevent fast
resolution of the current problems.”

Second on the priority list for
Greece is the exploitation of its real-
estate assets. Prime Minister George
Papandreou said in a speech last
week that the value could be more
than €200 billion. The country’s na-
tional debt tops €300 billion.

“There are very numerous and
large pieces of land that are com-
mercially interesting and what we
intend to do is to sell or offer con-
cessions for many years to make ex-
ploitation viable,” Mr. Christodoula-
kis said.

“We are working very hard to
present a robust and compelling in-
vestment case to the international
markets.”

While Greece doesn’t intend to
“unbalance the equilibrium” in the
telecommunications market—Mr.
Christodoulakis said the state won’t
sell down its 20% stake of Hellenic
Telecommunications Organization to
add to Deutsche Telekom AG’s 30%
stake—it will liberalize the betting
market. The country hopes to raise
€500 million from newly issued li-
censes for new games and an addi-
tional €200 million in royalties by
the end of 2011.

The special secretary underlined
that the state intends to sell very
quickly its 49% holding of Monte
Parnes casino, outside Athens, pos-
sibly as soon as by the end of the
year. It also wants to reduce its 90%
holding in the Hellenic Postal Ser-
vice but that is likely to take longer.

Mr. Christodoulakis said healthy
progress was being made on the
privatization of local gas monopoly
DEPA, of which the state controls
65%. However, he underlined that
there would be a separation be-
tween the network of pipelines and
the gas-trading business.

“Our privatization advisers will
be announced soon but the state
will have a pronounced interest in
the monopoly of the gas pipelines,”
he said.

BY NICK SKREKAS

Bloomberg News
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Getting in shape but without the pain
More older people are hiring physical therapists before they get injured to help fill the role of personal trainer

ness clinic near her Virginia home
called Body Dynamics, run by Jen-
nifer Gamboa, who holds a doctor-
ate in physical therapy.

Following a thorough study of
Ms. Esparza’s needs and limita-
tions, a Body Dynamics physical
therapist worked one-on-one with
her for eight weeks, leading her
through exercise routines that im-

proved fitness and built confi-
dence without straining her knees.
Then she was handed over to a
Body Dynamics personal trainer,
who continued the regimen that
the physical therapist had crafted,
with an easy-does-it emphasis.

After 18 months, “I’ve lost
weight,” Ms. Esparza says. “My
blood pressure has gone down. My
cholesterol has improved. I
breathe better. My strength and
balance are improved. And the
pain I lived with daily in my knees
has greatly improved. Some days
I’m almost pain free.”

“What physical therapists are
very good at is identifying barri-
ers to exercise—knee injuries,
chronic ankle pain—and building a
program around them that creates
incremental improvements,” Dr.
Gamboa says.

Half of people who start an ex-
ercise program drop out within
six months, partly because of
“fear, discomfort and lack of con-
fidence,” she says.

Physical therapists often
charge far more than $100 an
hour, well above the cost of a per-
sonal trainer.

Insurance companies tend not
to cover the cost of physical ther-
apy without a physician’s referral;
referrals are often limited to pa-
tients recovering from injuries, ac-
cidents or surgery.

After receiving a fitness pro-
gram from a physical therapist,
many patients will, like Ms. Es-

parza, hire a personal trainer to
implement it. But prevention is
where many physical therapists
say their profession could make
the most difference.

A large percentage of aging
athletes eventually suffer sprains,
strains, overuse injuries and joint
pain, and as part of their recovery
they go to a physical therapist
who focuses on resolving inflam-
mation, restoring flexibility and
developing a more-efficient and
balanced program.

A proactive visit to a physical
therapist can reveal the muscle
imbalances and inefficient move-
ment patterns that cause injury.

The therapist can provide a re-
gime that corrects those problems
while enhancing endurance, bal-
ance, strength and weight control.

The American College of Sports
Medicine says that it has certified
hundreds of physical therapists
and that it has no official position
on whether injured athletes
should seek help first from a phy-
sician or physical therapist.

Even so, fitness trainers
shouldn’t attempt to treat, and
certainly shouldn’t ignore, sports
injuries, says Diane Buchta,
spokeswoman for IDEA, a trainer
organization.

“We must refer those clients to
a physician,” she adds. Of course,
many personal trainers specialize
in treating the aging population.
But the credentials of personal
trainers can range from doctorate-

level academic degrees to little or
no certification at all.

To address that problem, offi-
cials at IDEA recently established
FitnessConnect, an online direc-
tory of more than 100,000 trainers
with verified credentials.

The American College of Sports
Medicine says that it has certified
hundreds of physical therapists
and that it has no official position
on whether injured athletes
should seek help first from a phy-
sician or physical therapist.

Physical therapy “is largely
built on the sciences of anatomy,
biomechanics, exercise science
and movement analysis,” Carl De-
Rosa, a doctor of physical therapy
at Northern Arizona University.
That combination, he says, pro-
vides “a comprehensive and effi-
cient ‘start-to-finish’ service to
recreational athletes.”

In five states, a physician’s re-
ferral is required for patient visits
to a physical therapist. Elsewhere
such restrictions have been elimi-
nated, and physical therapists are
allowed to diagnose and treat con-
ditions involving impaired move-
ment.

Not all physical therapists are
sports-medicine specialists, how-
ever. The Find-A-PT link on the
Web site of the physical therapy
association lists 15 specialties
other than sports medicine, in-
cluding wound management,
wheelchair mobility and hand re-
habilitation.

Jane Esparza does step-ups to strengthen arms and legs without straining
knees, as physical therapist Jennifer Gamboa looks on.
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BY KEVIN HELLIKER

Athletes over 50 usually hire a
physical therapist after a problem,
often an injury if not surgery.

But more older people are
starting to hire physical therapists
before they get hurt to fill the role
of personal trainer.

Before he began training for a
marathon, 62-year-old veteran
runner Joseph Goldberg consulted
with a physical therapist about
the shin splints that had devel-
oped whenever he’d run more
than 12 kilometers at a stretch.

She diagnosed an imbalanced
gait, ordered custom orthotics for
him to wear in his shoes and pre-
scribed exercises to strengthen his
hips, a corrective proven to re-
duce leg-related ailments.

“I finished the marathon with-
out injury,” says Mr. Goldberg, a
Virginia attorney.

By fitness-training standards,
physical therapists who specialize
in sports medicine are extraordi-
narily highly educated in the sci-
ence of preserving, restoring and
improving human function. Most
have master’s degrees, and the
profession is pushing its mem-
bers to obtain doctorates as a
matter of course by 2020.

But while physical therapists
have become fixtures on the side-
lines of professional and college
sports, their health-preserving
skills are little known among rec-
reational athletes.

“We’re the best-kept secret in
sports medicine,” says James
Glinn, a physical therapist who
runs a set of clinics called Move-
ment for Life, based in San Luis
Obispo, Calif.

Word is getting out, as Jane
Esparza can attest. The owner of a
speakers bureau, Ms. Esparza en-
countered intensifying levels of
knee pain as she entered her 50s.
Her doctor told her that losing
weight and getting fit would help.

But the trainers she inter-
viewed paid less attention to her
knee pain than to her excess
weight. All of them, she says in an
email, responded with some varia-
tion of “We’ll whip you into
shape.”

Then she learned about a fit-
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Tea-party movement gains force
The tea party has emerged as a

potent force in American politics
and center of gravity within the Re-
publican Party, with a large majority
of Republicans now showing affinity
for the insurgent movement and
many independents viewing it favor-
ably, a new Wall Street Journal/NBC
News poll has found.

In the survey, 71% of Republicans
showed an affinity for the tea-party
movement, describing themselves as
supporters, or saying they had a fa-
vorable image of the movement or
hoped most tea-party candidates
won elections.

If the Republicans win control of
the House or Senate this fall, the
survey shows “enormous amounts
about how limited the interest is go-
ing to be in those new majorities to
try to seek negotiation with the
president or the Democratic leader-
ship,” said Republican pollster Bill
McInturff, who directs the survey
with Democratic pollster Peter Hart.

Mr. Hart said the poll showed
that tea-party supporters made up
one-third of all likely voters in the
midterms. He said this showed that
the movement “isn’t a small little
segment, but it is a huge part of
what’s driving 2010.”

The survey also found growing
energy among some core Democratic
voters, such as African-Americans
and Hispanics—a tightening that is
common as an election draws closer,
according to pollsters.

The GOP now holds a three-

point edge, of 46% to 43%, when
likely voters are asked which party
they would prefer to control Con-
gress. That is down from a nine-
point Republican lead a month ago.

Still, Republicans retain major
advantages, including a fired-up
base. Two-thirds of GOP voters say
they are intensely interested in the
election, compared with about half
of Democrats, suggesting that Re-
publican voters are more likely to

turn out at the polls. The tea-party
movement is a major driver of the
“enthusiasm gap,” with three-quar-
ters of its supporters saying they are
intensely interested in the election.

Mr. Obama’s ratings remain low,
with 46% of Americans approving of
his job performance. Half of Ameri-
cans have a negative view of House
Speaker Nancy Pelosi, compared
with 22% taking a positive view.

The findings show how the tea-

party movement has grown over the
past two years from a loose confed-
eration of activist groups into a
marquee brand within the GOP that
upended a number of primaries in
recent months, including the defeats
of incumbent Republican Sens. Rob-
ert Bennett in Utah and Lisa
Murkowski in Alaska.

BY PETER WALLSTEN
AND DANNY YADRON

For many young adults,
marriage can wait awhile

For the first time in at least a
century, the proportion of U.S.
adults between ages 25 and 34 who
have never been married last year
exceeded those who are married,
marking a reversal that follows
years of decline in marriage rates,
according to data released Tuesday
by the U.S. Census Bureau.

Marriage rates among young
adults have been dropping for de-
cades, a decline that accelerated
during the 2007-09 recession that
was the longest and deepest since
the Great Depression.

With stagnant paychecks and a
9.6% unemployment rate, many
young adults are delaying marriage
until they are better set financially,
or they are forgoing matrimony al-
together.

In 2009, the proportion of adults
25 to 34 who had never been mar-
ried was 46.3%, compared with
44.9% for those who were married,
the first time in recent history that
never-married young adults out-
numbered their married peers, ac-
cording to an analysis of Census
data by Mark Mather, a demogra-
pher at the Population Reference
Bureau, a nonprofit research organi-
zation in Washington.

The precipitous drop in marriage
rates has pushed the proportion of
married adults to 52% in 2009, the
lowest in more than 100 years of
statistics.

The marriage drop cuts across
races and gender, but is more pro-

nounced among those with less edu-
cation.

Between 2000 and 2010, the
share of 25-34-year-olds who are
married dropped 10 percentage
points to 44% among adults who
didn’t go to college, according to
Mr. Mather’s analysis.

Marriage among 25-34-year-olds
with a bachelor’s degree or greater
fell just four percentage points, to
52%.

“The marriage gap used to be re-
versed: Prior to the 1990s, marriage
rates among those with a high
school diploma or less were higher
than those with a four-year college
education. The college-educated
were more likely to postpone mar-
riage compared with those in less-
educated groups,” wrote Mr. Mather
in a report released on Tuesday.
“Marriage rates today look very dif-
ferent, with higher proportions of
young, highly educated adults enter-
ing formal unions, and a sharp drop
among those with less education,”
he said.

There are myriad social and eco-

nomic trends behind the marriage
drop, starting with a rise in divorce
rates around the 1970s.

The growth of women in the
work force and their rising educa-
tional attainment has made a gener-
ation of women less dependent on
marriage.

Young women are graduating
college at higher rates than men,
and in most U.S. cities young child-
less women now earn more than
males of the same age.

Between 2006 and 2008, 32.7%
of women between 25 and 34 had a
bachelor’s degree or higher, com-
pared with 25.8% of men, according
to the Census.

And in 2008, single, childless
women between ages 22 and 30
were earning more than their male
counterparts in most U.S. cities,
with incomes that were 8% greater
on average, according to an analysis
of Census data by Reach Advisors, a
consumer-research firm in Slinger-
lands, N.Y.

Of course, a slowdown in mar-
riage rates doesn’t mean the end of
relationships.

As marriage rates have fallen,
the number of adults living together
has jumped, according to Mr.
Mather’s analysis.

Men and women who don’t get
married are living together as an al-
ternative to matrimony, or as a first
step toward marriage down the line.
While marriage has fallen among
younger people, the probability of
getting married at some point still
is at about 90%.

BY CONOR DOUGHERTY

The precipitous drop in
marriage rates has pushed
the proportion of married
adults to 52% in 2009, the
lowest in more than 100
years of statistics.

� Vegas maverick is a wild card in
November’s elections............................. 8

The tea party*
Findings from the latest WSJ/NBC News Poll

*Questions asked of tea-party supporters only Source: WSJ/NBC News telephone polls; margin or error for Sept. 2010 full sample: +/–3.1 pct. pts.

How would you describe your support for the tea-party movement?

Protest business as usual in Washington
Protest the performance of the Obama Administration
Protest the performance of Democrats in Congress
Positive for tea party
Protest the performance of Republicans in Congress

42
20
12
9
5

100%

Which of these positions and issues that the tea-party movement supports are the main reasons you
support the tea party?

Cutting federal spending and the national debt
Reducing the size of government and federal agencies
Supports personal liberty, within the rule of law
Supports repealing the health care reform law
Opposes economic stimulus bill and gov’t bailouts
Opposes government setting caps on carbon emissions
Supports phasing out current Social Security system so
workers can privately invest their contributions

29
25
20
19
13
5
3

Offshore bill
fails key vote
in the Senate

WASHINGTON—The U.S. Senate
failed Tuesday to advance legisla-
tion designed to deter corporations
from moving jobs overseas, an ef-
fort derided by Republicans as polit-
ical theater.

The Senate voted 53-45, but that
was shy of the 60 votes needed to
end a GOP-led filibuster and ad-
vance the bill to the floor of the
Senate for full debate.

Democrats, aware of polls show-
ing that outsourcing is a concern
among voters, staged the roll call to
reinforce their election-eve drive to
portray Republicans as obstacles to
job-creating initiatives.

“There is a clear difference be-
tween who we are fighting for and
who they are fighting for,’’ said Sen.
Debbie Stabenow (D., Mich.).

Republicans derided the vote as
a transparent political ploy that was
not a serious attempt at policy mak-
ing.

“With just three days left in the
Democrats’ two-year experiment in
expanded government, they want to
make a good last impression with a
bill that they know has no chance of
passing,’’ said the Senate Republican
leader, Mitch McConnell of Ken-
tucky.

A new NBC News/Wall Street
Journal poll found that outsourcing
is the top factor cited by Americans
as the cause of the country’s con-
tinuing economic distress.

BY JANET HOOK
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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 500.00 -12.75 -2.49% 705.00 343.25
Soybeans (cents/bu.) CBOT 1110.00 -18.50 -1.64 1,555.00 809.75
Wheat (cents/bu.) CBOT 684.75 -21.75 -3.08 1,038.25 472.75
Live cattle (cents/lb.) CME 99.300 ... unch. 102.650 87.475
Cocoa ($/ton) ICE-US 2,817 -22 -0.77 3,497 2,280
Coffee (cents/lb.) ICE-US 188.95 6.70 3.68% 198.65 123.95
Sugar (cents/lb.) ICE-US 25.29 0.31 1.24 25.35 11.90
Cotton (cents/lb.) ICE-US 105.24 1.31 1.26 106.40 53.87
Crude palm oil (ringgit/ton) MDEX 2,737.00 2 0.07 2,755 2,250
Cocoa (pounds/ton) LIFFE 1,893 -7 -0.37 2,360 1,590
Robusta coffee ($/ton) LIFFE 1,766 30 1.73 1,843 1,311

Copper (cents/lb.) COMEX 363.70 4.00 1.11 366.90 189.50
Gold ($/troy oz.) COMEX 1308.30 9.70 0.75 1,311.00 675.00
Silver (cents/troy oz.) COMEX 2170.70 23.60 1.10 2,205.50 895.50
Aluminum ($/ton) LME 2,268.00 -47.00 -2.03 2,481.50 1,793.00
Tin ($/ton) LME 23,650.00 -190.00 -0.80 23,840.00 14,195.00
Copper ($/ton) LME 7,860.00 -75.00 -0.95 7,970.00 5,885.00
Lead ($/ton) LME 2,246.00 -34.50 -1.51 2,615.00 1,580.00
Zinc ($/ton) LME 2,170.00 -54.00 -2.43 2,659.00 1,617.00
Nickel ($/ton) LME 22,890 -260 -1.12 27,590 15,910

Crude oil ($/bbl.) NYMEX 76.18 -0.34 -0.44 122.10 66.33
Heating oil ($/gal.) NYMEX 2.1412 0.0018 0.08 3.4260 1.5250
RBOB gasoline ($/gal.) NYMEX 1.9370 -0.0021 -0.11 2.3176 1.7862
Natural gas ($/mmBtu) NYMEX 3.951 0.035 0.89 11.150 3.867
Brent crude ($/bbl.) ICE-EU 78.91 0.18 0.23 147.32 52.63
Gas oil ($/ton) ICE-EU 680.25 10.75 1.61 772.50 610.25

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

Currencies London close on Sept. 28
Per In

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

Argentina peso-a 5.3792 0.1859 3.9715 0.2518
Brazil real 2.3151 0.4319 1.7093 0.5851
Canada dollar 1.3980 0.7153 1.0322 0.9689

1-mo. forward 1.3989 0.7148 1.0328 0.9682
3-mos. forward 1.4010 0.7138 1.0344 0.9668
6-mos. forward 1.4043 0.7121 1.0368 0.9645

Chile peso 656.57 0.001523 484.75 0.002063
Colombia peso 2442.62 0.0004094 1803.40 0.0005545
Ecuador US dollar-f 1.3545 0.7383 1 1
Mexico peso-a 16.9060 0.0592 12.4818 0.0801
Peru sol 3.7769 0.2648 2.7885 0.3586
Uruguay peso-e 27.428 0.0365 20.250 0.0494
U.S. dollar 1.3545 0.7383 1 1
Venezuela bolivar 5.82 0.171913 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.4037 0.7124 1.0364 0.9649
China yuan 9.0624 0.1103 6.6909 0.1495
Hong Kong dollar 10.5081 0.0952 7.7582 0.1289
India rupee 61.0857 0.0164 45.1000 0.0222
Indonesia rupiah 12127 0.0000825 8954 0.0001117
Japan yen 113.69 0.008796 83.94 0.011914

1-mo. forward 113.66 0.008798 83.91 0.011917
3-mos. forward 113.57 0.008805 83.85 0.011926
6-mos. forward 113.42 0.008817 83.74 0.011942

Malaysia ringgit-c 4.1893 0.2387 3.0930 0.3233
New Zealand dollar 1.8348 0.5450 1.3546 0.7382
Pakistan rupee 116.821 0.0086 86.250 0.0116
Philippines peso 59.521 0.0168 43.945 0.0228
Singapore dollar 1.7878 0.5593 1.3200 0.7576
South Korea won 1553.98 0.0006435 1147.32 0.0008716
Taiwan dollar 42.543 0.02351 31.410 0.03184
Thailand baht 41.412 0.02415 30.575 0.03271

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

Euro zone euro 1 1 0.7383 1.3545
1-mo. forward 1.0001 0.9999 0.7384 1.3543
3-mos. forward 1.0003 0.9997 0.7385 1.3540
6-mos. forward 1.0008 0.9992 0.7389 1.3533

Czech Rep. koruna-b 24.587 0.0407 18.153 0.0551
Denmark krone 7.4512 0.1342 5.5013 0.1818
Hungary forint 277.40 0.003605 204.81 0.004883
Norway krone 7.9585 0.1257 5.8758 0.1702
Poland zloty 3.9733 0.2517 2.9335 0.3409
Russia ruble-d 41.250 0.02424 30.455 0.03284
Sweden krona 9.2023 0.1087 6.7942 0.1472
Switzerland franc 1.3236 0.7555 0.9773 1.0233

1-mo. forward 1.3232 0.7557 0.9770 1.0236
3-mos. forward 1.3224 0.7562 0.9764 1.0242
6-mos. forward 1.3211 0.7570 0.9754 1.0253

Turkey lira 1.9883 0.5030 1.4680 0.6812
U.K. pound 0.8569 1.1670 0.6327 1.5806

1-mo. forward 0.8571 1.1667 0.6328 1.5803
3-mos. forward 0.8574 1.1663 0.6331 1.5796
6-mos. forward 0.8580 1.1656 0.6334 1.5787

MIDDLE EAST/AFRICA
Bahrain dinar 0.5106 1.9584 0.3770 2.6526
Egypt pound-a 7.7191 0.1295 5.6991 0.1755
Israel shekel 4.9762 0.2010 3.6740 0.2722
Jordan dinar 0.9593 1.0424 0.7083 1.4119
Kuwait dinar 0.3859 2.5914 0.2849 3.5099
Lebanon pound 2032.35 0.0004920 1500.50 0.0006665
Saudi Arabia riyal 5.0795 0.1969 3.7503 0.2666
South Africa rand 9.4725 0.1056 6.9936 0.1430
United Arab dirham 4.9744 0.2010 3.6726 0.2723

SDR -f 0.8764 1.1410 0.6471 1.5455

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 600 262.36 -0.56 -0.21% 3.6% 7.7%

13 Stoxx Europe 50 2517.24 -10.28 -0.41 -2.4 1.7

14 Euro Zone Euro Stoxx 266.31 -0.10 -0.04 -3.1 -1.5

12 Euro Stoxx 50 2774.62 -1.71 -0.06 -6.5 -4.1

15 Austria ATX 2527.96 -1.45 -0.06 1.3 -3.1

9 Belgium Bel-20 2603.50 5.77 0.22% 3.7 4.5

12 Czech Republic PX 1130.8 Closed 1.2 -1.2

22 Denmark OMX Copenhagen 387.38 -0.93 -0.24 22.7 23.3

16 Finland OMX Helsinki 7038.32 59.34 0.85 9.0 9.6

13 France CAC-40 3762.35 -3.81 -0.10 -4.4 -1.4

13 Germany DAX 6276.09 -2.80 -0.04 5.3 9.8

... Hungary BUX 22917.28 22.01 0.10 8.0 12.7

12 Ireland ISEQ 2661.16 -21.78 -0.81 -10.5 -20.3

12 Italy FTSE MIB 20541.59 -52.35 -0.25 -11.6 -12.8

14 Netherlands AEX 338.17 1.00 0.30 0.8 8.3

9 Norway All-Shares 420.49 -0.86 -0.20 0.1 13.5

17 Poland WIG 44636.59 -380.67 -0.85 11.6 18.3

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

12 Portugal PSI 20 7473.28 0.90 0.01 -11.7 -11.6

... Russia RTSI 1483.68 -4.18 -0.28% 4.0 17.7

10 Spain IBEX 35 10590.7 -22.3 -0.21 -11.3 -10.7

15 Sweden OMX Stockholm 343.06 1.54 0.45% 14.5 21.6

13 Switzerland SMI 6334.38 -4.51 -0.07 -3.2 0.3

... Turkey ISE National 100 65589.87 962.58 1.49 24.2 35.6

12 U.K. FTSE 100 5578.44 5.02 0.09 3.1 8.1

18 ASIA-PACIFIC DJ Asia-Pacific 130.96 -0.47 -0.36 6.4 9.6

... Australia SPX/ASX 200 4669.75 -5.61 -0.12 -4.1 -1.8

... China CBN 600 24710.82 -168.07 -0.68 -14.9 3.9

14 Hong Kong Hang Seng 22109.95 -230.89 -1.03 1.1 5.2

22 India Sensex 20104.86 -12.52 -0.06 15.1 19.3

... Japan Nikkei Stock Average 9495.76 -107.38 -1.12 -10.0 -6.0

... Singapore Straits Times 3097.35 -16.11 -0.52 6.9 16.3

11 South Korea Kospi 1855.97 -4.86 -0.26 10.3 9.8

15 AMERICAS DJ Americas 307.96 1.21 0.39 3.9 9.6

... Brazil Bovespa 69281.17 465.20 0.68 1.0 13.3

16 Mexico IPC 33234.45 112.01 0.34 3.5 12.7

*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 1.0364 1.6381 1.0605 0.1525 0.0340 0.1764 0.0123 0.2821 1.4037 0.1884 1.0041 ...

Canada 1.0322 1.6314 1.0562 0.1519 0.0339 0.1757 0.0123 0.2809 1.3980 0.1876 ... 0.9959

Denmark 5.5013 8.6954 5.6294 0.8097 0.1806 0.9363 0.0655 1.4974 7.4512 ... 5.3299 5.3082

Euro 0.7383 1.1670 0.7555 0.1087 0.0242 0.1257 0.0088 0.2010 ... 0.1342 0.7153 0.7124

Israel 3.6740 5.8071 3.7595 0.5408 0.1206 0.6253 0.0438 ... 4.9762 0.6678 3.5596 3.5450

Japan 83.9350 132.6677 85.8890 12.3540 2.7560 14.2849 ... 22.8457 113.6858 15.2573 81.3205 80.9889

Norway 5.8758 9.2873 6.0126 0.8648 0.1929 ... 0.0700 1.5993 7.9585 1.0681 5.6928 5.6696

Russia 30.4550 48.1372 31.1640 4.4825 ... 5.1831 0.3628 8.2893 41.2498 5.5360 29.5064 29.3860

Sweden 6.7942 10.7388 6.9523 ... 0.2231 1.1563 0.0809 1.8493 9.2023 1.2350 6.5825 6.5557

Switzerland 0.9773 1.5446 ... 0.1438 0.0321 0.1663 0.0116 0.2660 1.3236 0.1776 0.9468 0.9429

U.K. 0.6327 ... 0.6474 0.0931 0.0208 0.1077 0.0075 0.1722 0.8569 0.1150 0.6130 0.6105

U.S. ... 1.5806 1.0233 0.1472 0.0328 0.1702 0.0119 0.2722 1.3545 0.1818 0.9689 0.9649

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of September 28, 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* 304.93 0.07% 1.8% 10.8%

2.70 15 World (Developed Markets) 1,180.60 0.21 1.0 8.8

2.50 15 World ex-EMU 140.64 0.16 2.9 11.0

2.60 15 World ex-UK 1,175.68 0.19 1.1 8.6

3.20 15 EAFE 1,567.19 -0.16 -0.9 4.6

2.30 14 Emerging Markets (EM) 1,061.57 -0.78 7.3 26.5

3.50 14 EUROPE 91.14 -0.43 3.2 11.0

3.70 13 EMU 164.25 0.51 -9.0 -3.0

3.40 13 Europe ex-UK 97.98 -0.50 1.4 8.3

4.70 12 Europe Value 97.39 -0.50 -2.1 2.8

2.40 17 Europe Growth 82.64 -0.36 8.5 19.7

2.30 20 Europe Small Cap 177.95 0.34 13.2 21.2

2.10 9 EM Europe 307.13 -0.09 10.2 32.1

3.70 15 UK 1,650.62 -0.45 2.7 13.0

2.90 16 Nordic Countries 162.16 -0.89 19.0 25.6

1.80 8 Russia 744.06 -0.93 -0.3 21.7

2.40 20 South Africa 761.78 0.60 7.7 13.7

2.90 16 AC ASIA PACIFIC EX-JAPAN 446.63 -1.21 7.2 24.0

2.00 17 Japan 529.24 1.30 -6.9 -11.3

2.30 16 China 65.70 0.95 1.4 15.7

1.00 20 India 801.40 0.16 13.3 28.8

1.40 10 Korea 520.29 0.42 8.2 15.7

3.80 24 Taiwan 290.00 0.46 -2.0 16.0

2.10 16 US BROAD MARKET 1,279.16 0.51 3.4 13.4

1.40 42 US Small Cap 1,810.25 0.38 8.3 19.3

2.50 15 EM LATIN AMERICA 4,284.95 -0.78 4.1 30.1

*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 2396.60 0.20% 7.7%

2.07 15 Global Dow 1357.30 -0.45% 10.7% 1952.65 0.11 3.1

2.40 13 Global Titans 50 163.60 -0.37 7.5 165.53 0.19 0.1

2.78 16 Europe TSM 2626.29 0.36 0.7

2.39 16 Developed Markets TSM 2305.66 0.22 6.3

2.23 12 Emerging Markets TSM 4516.46 0.06 20.4

2.80 27 Africa 50 866.30 -0.02 18.6 744.81 0.54 10.4

2.67 13 BRIC 50 478.00 -0.60 20.0 617.29 -0.04 11.8

3.10 18 GCC 40 576.40 ... 2.3 495.53 0.56 -4.7

2.03 15 U.S. TSM 11847.37 0.41 9.1

3.09 26 Kuwait Titans 30 -c 216.04 1.03 -7.5

1.67 RusIndex Titans 10 -c 3251.20 -0.96 19.4 5555.28 -0.72 12.2

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 695.10 1.50% 51.0% 793.50 1.57% 38.3%

4.70 14 Global Select Div -d 178.50 -0.27 14.6 206.95 0.29 6.8

5.46 11 Asia/Pacific Select Div -d 284.45 0.07 5.0

4.31 13 U.S. Select Dividend -d 337.11 0.37 12.5

1.71 17 Islamic Market 2012.51 0.36 8.8

2.09 13 Islamic Market 100 1776.90 -0.22 11.4 2059.85 0.34 3.8

3.21 13 Islamic Turkey -c 1673.30 ... 30.7 3279.33 0.07 19.7

2.62 15 Sustainability 870.80 -0.30 9.7 995.94 0.26 2.2

3.44 20 Brookfield Infrastructure 1676.60 -0.36 27.2 2165.28 0.20 18.5

1.23 19 Luxury 1114.10 0.81 31.9 1279.47 1.38 22.8

3.11 8 UAE Select Index 249.57 -0.48 -23.5

DJ-UBS Commodity 142.60 -0.22 21.4 140.29 0.34 13.0

*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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Vegasmaverickisacampaignwildcard
LAS VEGAS—Scott Ashjian is one

of those Vegas characters.
He wears a platinum Rolex and

slicks his hair back, Mad Men-style.
He got his start in car washes, went
into asphalt and now has a company
that floods the Internet with flatter-
ing information about people wor-
ried they look bad in Google
searches. He keeps a Playboy-
themed pinball machine in his office
and drives a $160,000 black Mer-
cedes.

And he just might be the man
who determines the outcome of the
highest-profile Senate race in the
country.

So volatile is the electorate, and
so strong the anti-establishment an-
ger, that Mr. Ashjian—a political un-
known who barely bothers to cam-
paign—may well tip the scales in
favor of beleaguered Senate Major-
ity Leader Harry Reid, a Democrat,
in his race with Republican chal-
lenger Sharron Angle.

Why? Ms. Angle, a former state
assemblywoman, may be the stan-
dard-bearer for the tea-party faith-
ful, but Mr. Ashjian alone will have
the words “tea party” next to his
name on the ballot. While others
were staging angry rallies, Mr.
Ashjian registered as the Senate
candidate of the Tea Party of Ne-
vada, which he formed with his po-
diatrist, his bankruptcy lawyer and
a few other friends.

The Vegas-style theatrics high-
light a serious quandary of the dif-

fuse tea-party movement: Who’s to
say just who is—and is not—an au-
thentic tea partier?

Republican operatives and other
self-identified tea partiers have filed
two lawsuits attempting to force Mr.
Ashjian and his organization from
the ballot. Mr. Ashjian wrote to Ms.
Angle demanding that she cease
claiming to be the “tea-party candi-

date” and otherwise infringing on
“my rights as the only authorized
‘Tea Party Candidate of Nevada.’ ”

“Anybody can more or less say
they’re part of the tea-party move-
ment,” says the plaintiff in one law-
suit, Tim Fasano, a tea partier in
Nevada running for Senate for the
Independent American Party.

Mr. Ashjian’s candidacy has

heartened Democrats and panicked
Republicans, who fear he will siphon
conservative votes from Ms. Angle.
The latest CNN/Time poll of likely
voters has Mr. Reid and Ms. Angle
in a statistical tie, 41% to 42%, with
Mr. Ashjian drawing 5%.

The two lawsuits claim he should
be disqualified for alleged technical
violations. But behind the details is

the feeling Mr. Ashjian hasn’t tea-
partied enough to be a tea partier.

“The guy is a huckster, he’s a
slimeball,” says former Nevada GOP
Executive Director Chuck Muth, co-
plaintiff in one suit.

Mr. Ashjian, 46 years old, says he
attended a few tea-party protests.
“Do I show up at every barbecue?
The Tea Party of Nevada is a revolt
against big government,” he says.

So far, the courts have sided
with Mr. Ashjian, and both cases are
now on the docket of the state Su-
preme Court.

Neither major campaign is eager
to talk about Mr. Ashjian. The Reid
camp knows it gains by quietly let-
ting Mr. Ashjian nibble at Ms. An-
gle’s conservative support. Ms. An-
gle appears content to let surrogates
try to fend off Mr. Ashjian.

Mr. Ashjian says his concerns are
tea-party staples: lower taxes;
smaller government; and business-
friendly regulation. Yet his is an odd
campaign. He doesn’t give speeches
or hold rallies. Mr. Ashjian says he
has raised about $5,000 from do-
nors and paid for the rest himself.

He is, he admits, counting on an-
gry Nevadans to check the box next
to the man identified as the Tea
Party candidate.

Behind his desk, Mr. Ashjian
keeps a statue of a kingfisher about
to lunge at a frog. “That’s Sharron
Angle,” Mr. Ashjian says of the frog.
“That’s Harry Reid,” he says of the
bird. Lurking beneath a lily pad is
an alligator, ready to devour both.

“That’s Scott Ashjian,” he says.

BY MICHAEL PHILLIPS

Scott Ashjian, U.S. Senate candidate of the Tea Party of Nevada, in his Las Vegas office last week.
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Home prices inch up
but outlook darkens

Home prices rose for the fourth-
straight month in July, but at a
slower pace than in previous
months, and they could start falling
again as the expiration of govern-
ment home-buying incentives has
put a brake on sales.

Separately, an index of consumer
confidence dropped sharply as
muted economic growth and slow
job creation weighed on households.

The S&P/Case-Shiller 20-city
home price index rose 0.6% in July
from the prior month and was up
3.2% from a year earlier. That marks
the sixth time in a row prices rose,
compared with the same month in
2009, an important distinction in an
industry where sales vary sharply
according to the time of year.

But the S&P/Case-Shiller report
showed uneven progress across the
U.S., as well as signs of weakening:
Ten of the 20 markets surveyed re-
ported price drops from a year ago,
double the number reporting de-
clines a month earlier.

The index is based on a three-
month moving average, and analysts
noted May and June saw larger
price increases than July.

“We do think house prices have a
bit further to fall,” said Zach Pandl,
a Nomura Securities economist. And
with home prices likely to weigh on
the rate of recovery next year, “it
just emphasizes how big of a house-
price boom and bust this has been,”
he said.

A number of factors are weigh-
ing on the housing sector. High un-

employment has consumers wor-
ried, making them hesitant to wade
into the home market, particularly
now that home-buyer tax credits
have expired. Such scenarios often
lead to a standoff with sellers, who
are reluctant to drop prices. Mean-
while, distressed properties con-
tinue to make their way onto the
market, pulling down prices.

Housing has rebounded faster in
some cities than in others. In San
Francisco, prices were up 11.2%, and
in San Diego they were up 9.3%,
compared with a year earlier. Other
markets were still lagging. In Las
Vegas, prices were down 4.9%, and
in Charlotte, N.C., they were down
3.5% from a year earlier.

In a separate report Tuesday, the
Conference Board said its gauge of
consumer confidence fell to 48.5 in
September from 53.2 a month ear-
lier, as more people said business
conditions would worsen in the next
six months. They had similarly neg-
ative feelings about the job market.

Expectations of tempered growth
have also spread in the business
community. A survey of chief execu-
tives released Tuesday by the Busi-
ness Roundtable, an association of
U.S. CEOs, showed they expected the
economy to grow 1.9% this year,
down from their 2.7% estimate in
the previous quarter.

Two-thirds of CEOs said sales
would increase in the next six
months, down from 79% who said so
the prior quarter. Thirty-one per-
cent said they planned to increase
employment, down from 39% in the
second quarter.

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

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

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

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

Europe: 14/1 1.13 99.35% 0.01% 1.18 1.08 1.13

Eur. High Volatility: 14/1 1.75 96.48 0.01 1.79 1.69 1.74

Europe Crossover: 14/1 5.16 99.33 0.05 5.37 5.03 5.18

Asia ex-Japan IG: 14/1 1.19 99.06 0.01 1.25 1.19 1.22

Japan: 14/1 1.00 100.00 0.01 1.01 0.97 0.99

Note: Data as of September 27

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

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

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

Barclays Capital $218 8.5% 28% 48% 15% 9%

JPMorgan 181 7.0 22 27 38 13

Morgan Stanley 169 6.6 44 14 41 1

Goldman Sachs 154 6.0 22 19 56 3

RBS 150 5.9 17 65 7 12

UBS 141 5.5 23 23 48 5

Bank of America Merrill Lynch 129 5.0 42 26 27 5

Deutsche Bank 120 4.7 34 28 33 4

HSBC 108 4.2 3 63 11 23

Source: Dealogic

Tracking
credit
markets �
dealmakers

Dow Jones Industrial Average P/E: 15
LAST: 10858.14 s 46.10, or 0.43%

YEAR TO DATE: s 430.09, or 4.1%

OVER 52 WEEKS s 1,115.94, or 11.5%

Note: Price-to-earnings ratios are for trailing 12 months

11500

11000

10500

10000

9500

9000
2 9 16 23 30
July

6 13 20 27
Aug.

3 10 17 24
Sept.

High

Close
Low

50–day
moving average

t

Stoxx Europe 50: Tuesday's best and worst...

Previous
close, in STOCK PERFORMANCE

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

Rio Tinto U.K. General Mining 5,218,629 3,751 1.28% 10.6% 40.5%

BHP Billiton U.K. General Mining 7,301,519 2,030 1.00 1.8 17.5

HMb.ST HMb.ST HMb.ST 3,045,832 259.00 0.82 30.3 32.1

Anglo American U.K. General Mining 3,073,756 2,551 0.79 -5.9 24.8

E.ON AG Germany Multiutilities 8,779,545 21.89 0.62 -25.1 -25.1

Deutsche Bank Germany Banks 21,659,864 40.25 -2.19% -10.7 -17.9

BNP Paribas France Banks 4,008,252 54.39 -1.45 -2.7 -3.3

Intesa Sanpaolo Italy Banks 107,502,775 2.41 -1.23 -23.7 -20.5

BG Group U.K. Integrated Oil & Gas 7,187,042 1,152 -1.20 2.7 5.2

Banco Bilbao Vizcaya Argentaria Spain Banks 35,323,219 10.02 -1.13 -21.3 -18.8

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

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

Astrazeneca 2,730,277 3,300 0.61% 13.4% 16.4%
U.K. (Pharmaceuticals)
Unilever 6,281,090 22.11 0.59 -2.8 12.3
Netherlands (Food Products)
BASFn.DE 3,381,164 46.87 0.59 7.8 29.9
BASFn.DE (BASFn.DE)
ABI.BR 1,670,306 43.30 0.58 19.0 39.2
ABI.BR (ABI.BR)
GDF Suez 2,910,733 26.29 0.38 -13.2 -13.0
France (Multiutilities)
Novartis 7,296,385 56.90 0.35 0.7 10.9
Switzerland (Pharmaceuticals)
BP PLC 41,353,688 405.15 0.31 -32.5 -27.5
U.K. (Integrated Oil & Gas)
Telefonica 21,642,033 18.37 0.30 -5.9 -3.3
Spain (Fixed Line Telecommunications)
AXA 7,547,721 12.84 0.27 -22.4 -26.9
France (Full Line Insurance)
Nestle S.A. 6,394,082 52.85 0.09 5.3 19.9
Switzerland (Food Products)
ENI 27,291,556 15.86 0.06 -10.9 -7.0
Italy (Integrated Oil & Gas)
Allianz SE 1,735,333 84.24 0.06 -3.3 0.5
Germany (Full Line Insurance)
UBS 14,282,947 17.47 0.06 8.8 -9.0
Switzerland (Banks)
Deutsche Telekom 12,811,780 10.14 0.05 -1.5 7.3
Germany (Mobile Telecommunications)
Bayer AG 2,214,306 51.98 0.02 -7.1 6.4
Germany (Specialty Chemicals)
Total S.A. 5,665,700 38.00 ... -15.6 -6.8
France (Integrated Oil & Gas)
ABB Ltd. 6,785,396 20.73 -0.10 6.7 2.0
Switzerland (Industrial Machinery)
Siemens 3,480,890 77.73 -0.14 21.1 19.9
Germany (Diversified Industrials)
ING Groep 20,189,678 7.80 -0.20 13.0 -14.2
Netherlands (Life Insurance)
HSBC Holdings 28,561,880 659.50 -0.21 -7.0 -9.1
U.K. (Banks)

Latest,
in local STOCK PERFORMANCE

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

Nokia 19,313,087 7.25 -0.28% -18.7% -28.9%
Finland (Telecommunications Equipment)
Sanofi-Aventis 2,785,586 49.85 -0.33 -9.5 -1.1
France (Pharmaceuticals)
Daimler AG 4,220,237 46.23 -0.39 24.2 34.8
Germany (Automobiles)
Tesco 13,634,654 432.30 -0.39 1.0 9.1
U.K. (Food Retailers & Wholesalers)
France Telecom 8,019,863 16.06 -0.40 -7.9 -13.3
France (Fixed Line Telecommunications)
Vodafone Group 144,728,501 158.40 -0.41 10.2 11.9
U.K. (Mobile Telecommunications)
SAP AG 3,560,160 36.81 -0.43 11.5 11.0
Germany (Software)
Banco Santander 61,911,952 9.33 -0.45 -19.2 -16.2
Spain (Banks)
Diageo 4,700,288 1,095 -0.45 1.0 13.3
U.K. (Distillers & Vintners)
Barclays 44,942,595 309.05 -0.55 12.0 -16.3
U.K. (Banks)
British American Tobacco 2,805,975 2,382 -0.56 18.1 20.0
U.K. (Tobacco)
GlaxoSmithKline 7,283,129 1,265 -0.59 -4.1 1.8
U.K. (Pharmaceuticals)
Societe Generale 4,373,537 44.75 -0.65 -8.6 -16.3
France (Banks)
L.M. Ericsson Telephone Series B 16,142,774 73.15 -0.68 11.0 3.5
Sweden (Communications Technology)
Roche Holding 4,406,100 130.20 -0.69 -25.9 -22.9
Switzerland (Pharmaceuticals)
Royal Dutch Shell A 6,511,109 22.31 -0.69 5.7 12.7
U.K. (Integrated Oil & Gas)
STAN.L 4,162,203 1,897 -0.73 20.4 23.6
STAN.L (STAN.L)
Credit Suisse Group 7,971,805 42.90 -1.02 -16.2 -25.5
Switzerland (Banks)
ZURN.VX 994,633 230.90 -1.03 1.9 -5.1
ZURN.VX (ZURN.VX)
UniCredit 394,800,653 1.87 -1.06 -16.3 -27.9
Italy (Banks)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 26.4 $28.95 0.08 0.27%
Alcoa AA 29.2 12.23 0.16 1.33
AmExpress AXP 6.1 43.70 0.26 0.60
BankAm BAC 119.8 13.28 0.04 0.28
Boeing BA 3.3 64.53 0.64 1.00
Caterpillar CAT 7.5 79.68 0.14 0.18
Chevron CVX 7.4 80.91 0.83 1.04
CiscoSys CSCO 64.1 21.88 –0.23 –1.04
CocaCola KO 9.5 59.07 0.47 0.80
Disney DIS 12.5 33.21 –0.08 –0.24
DuPont DD 5.5 45.66 0.36 0.79
ExxonMobil XOM 17.9 62.05 0.34 0.55
GenElec GE 51.4 16.45 0.02 0.11
HewlettPk HPQ 26.1 41.62 0.36 0.87
HomeDpt HD 12.0 31.82 0.22 0.70
Intel INTC 59.9 19.50 0.27 1.38
IBM IBM 7.2 134.84 0.19 0.14
JPMorgChas JPM 29.7 38.98 –0.10 –0.26
JohnsJohns JNJ 11.6 62.43 0.40 0.64
KftFoods KFT 7.5 31.50 –0.01 –0.03
McDonalds MCD 6.8 74.63 –0.13 –0.17
Merck MRK 12.2 37.26 0.13 0.35
Microsoft MSFT 55.2 24.68 –0.05 –0.21
Pfizer PFE 43.2 17.43 0.26 1.50
ProctGamb PG 10.8 60.63 –0.41 –0.67
3M MMM 2.4 87.03 0.84 0.97
TravelersCos TRV 2.9 52.66 0.50 0.96
UnitedTech UTX 3.3 71.60 0.69 0.97
Verizon VZ 18.8 32.73 –0.13 –0.41

WalMart WMT 10.6 53.82 0.34 0.64

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

Cognis 51 –16 –16 –23

Rhodia 330 –11 –1 –34

GKN Hldgs 247 –9 8 –7

Havas 248 –7 4 2

Valeo 223 –5 4 –16

BP 185 –4 –15 –65

Rank Gp 204 –4 6 –13

Kdom Belgium 135 –4 –9 7

ACE 106 –3 ... –12

ThyssenKrupp 319 –3 6 –57

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Gas Nat SDG 187 7 3 –9

Renault 278 7 11 –33

Rep Irlnd 476 10 35 138

Peugeot 286 10 13 –29

Bco Comercial Portugues 443 11 64 46

Portugal Telecom SGPS 227 15 33 45

Portugal Telecom Intl Fin 227 16 31 45

Bco Espirito Santo 464 17 62 49

EDP Energias de Portugal 305 28 59 79

Rep Portugal 427 33 54 82

Source: Markit Group

BLUE CHIPS � BONDS

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

Also, receive emails that summarize the day’s trading in Eu-
rope and Asia. To sign up, go to WSJ.com/Email.
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Taliban reject Karzai’s new peace council

Egyptian gets 15 years in retrial
CAIRO—An Egyptian court

handed a prominent businessman
and politician charged with conspir-
ing to kill his pop-star lover a sen-
tence of just 15 years after an ear-
lier trial had sentenced him to
death, capping for now a murder
trial that has transfixed much of the
Arab world for more than two years.

The new sentence of Hisham Ta-
laat Moustafa, a parliamentarian
from Egypt’s ruling party, in the
murder of a Lebanese singer is
likely to spark new accusations of
political meddling ahead of parlia-
mentary polls this year. Mr.
Moustafa, the builder behind the
luxury suburbs for the rich that now
ring impoverished Cairo, was close
to the powerful son of Egypt’s presi-
dent and has come to symbolize the
close bond between businessmen
and politicians in recent years.

The judge convicted Mr.
Moustafa for conspiracy to murder
30-year-old Suzanne Tamim and
gave him 15 years in prison. The
timing of the verdict came as a sur-
prise because there had been no in-
dication the retrial was ending and
the defense had yet to give its clos-
ing arguments.

The real-estate tycoon was sen-
tenced to death in May 2009 after
being convicted of paying a retired
Egyptian police officer $2 million to
kill Ms. Tamim while she was in
Dubai in July 2008. The court in
March overturned the conviction on
procedural grounds and ordered a
retrial.

The sentence for the man actu-
ally convicted of killing Ms. Tamim,
Mohsen el-Sukkari, was also reduced
to life in prison, which is 25 years
under the Egyptian penal code.

Prison years under the Egyptian
system last just nine months, mean-
ing that Mr. Moustafa could be re-
leased in just a few years, counting

time served and good behavior. The
sentences can still be appealed by
the defendants, the prosecutor or
Ms. Tamim’s family.

The initial allegations shocked
Egyptians unused to seeing power-
ful politicians—often perceived as
untouchable—taken to court. The
new lighter sentences raised ques-
tions about Mr. Moustafa’s influ-
ence.

“This is the result of the mar-
riage between the regime and the
wealthy,” said Abdullah el-Sinnawi,
the editor of the opposition Al-Arabi
newspaper. “The regime wants to

protect its people.”
The allegations first came to

light after Mr. Sukkari was arrested
in Egypt following the murder. Mr.
Mostafa was stripped of his parlia-
mentary immunity and forced to re-
sign as head of the Talaat Mostafa
Group, one of Egypt’s largest land-
development companies.

While the retrial upheld both
murder convictions from the May
2009 trial, Judge Adel Abdel Salaam
Gomaa opted for reduced sentences
without explaining his reasoning
publicly.

Tuesday’s edition of the indepen-

dent Egyptian daily Al-Shorouq car-
ried a front-page article full of de-
tails of Mr. Mostafa’s jet-set affair
with Ms. Tamim, before their affair
soured.

The newspaper, citing anony-
mous courtroom sources, reported
that Mr. Mostafa, a married father
of three, lavished Ms. Tamim with
expensive gifts and supplied her
with a $200,000-a-month allowance,
channeled through a Swiss bank ac-
count. Ms. Tamim’s family in Leba-
non filed their own lawsuit against
Mr. Mostafa last year, but dropped
the suit in May.

A Wall Street Journal Roundup

The murder retrial of Hisham Talaat Moustafa, center left in 2009, captivated the Arab world. Its verdict raised questions.
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KABUL—Afghan President Hamid
Karzai on Tuesday appointed the
members of a new council that aims
to negotiate a peace settlement with
Taliban insurgents.

The Taliban, who earlier Tuesday
assassinated the deputy governor of
a key province, immediately re-
buffed Mr. Karzai’s latest overtures.

Mr. Karzai, who cried during
Tuesday’s speech as he recounted
Afghanistan’s woes, has made the
pursuit of a peace deal his key prior-
ity. This outreach had been met with
hostility by many leaders of Afghan-
istan’s ethnic minorities, who fear
Mr. Karzai, a Pashtun, is willing to
make to make too many concessions
to the mostly Pashtun insurgents.

In response to those concerns,
the new council’s 68 members in-
clude some of the fiercest opponents
of accommodating the Taliban, such
as ethnic Hazara strongman Moham-
med Mohaqeq and Uzbek leader No-
rullah Saadat, in addition to former
Taliban officials and some of the
country’s most influential warlords
and clerics.

Mr. Karzai’s spokesman, Waheed
Omar, said the new council will be
the sole agency negotiating with the
Taliban, and the government won’t
undertake any back-channel talks.
Over the past two years, Mr. Karzai’s
representatives and the United Na-
tions repeatedly attempted to en-

gage the Taliban, but these prelimi-
nary secret discussions bore little
fruit.

The most promising contacts, in-
volving the Taliban’s second-in-com-
mand, Mullah Abdul Ghani Baradar,
ended abruptly after Mr. Baradar
was arrested by Pakistani intelli-
gence in February. He remains in
Pakistani custody.

In Tuesday’s speech, a visibly
distraught Mr. Karzai appealed to
the Taliban to end the widening war.
“If they consider themselves from
this land, if they see themselves as
Muslim and Afghan, they should ac-
cept the constitution and come to
us,” Mr. Karzai said.

The Afghan president’s rambling
address, broadcast live on television,
lamented the suffering, illiteracy and
poverty caused by 30 years of war.
Mr. Karzai started crying as he ex-
plained that he wants his young son
Mirwais to grow up as an Afghan in
Kabul and become a doctor—and not
to have to emigrate.

American officials have endorsed
Mr. Karzai’s peace quest, saying a
similar approach to Sunni insurgents
in Iraq helped to drastically diminish
the level of violence there. U.S. Army
Gen. David Petraeus, the commander
of U.S.-led coalition troops here, told
reporters on Monday that “very
high-level Taliban leaders” have al-
ready reached out to Mr. Karzai’s ad-
ministration.

The Taliban, however, rejected on

Tuesday Gen. Petraeus’s statement
as “baseless,” saying the insurgent
movement won’t take part in any ne-
gotiations as long as U.S.-led foreign
forces remain in the country.

“It is the propaganda of the
Americans to cover their failure in
Afghanistan, and to show their peo-
ple that they are successful in the
war,” the Taliban spokesman, Zabi-
hullah Mujahed, said in a phone in-
terview Tuesday. “The Islamic Emir-
ate of Afghanistan has not had any
contact with the Afghan government
or the foreigners for peace talks.”

On Tuesday morning, a bomb
hidden in a parked motorbike ex-
ploded near a convoy carrying the

deputy governor of the eastern
Ghazni province, Kazem Allahyar,
Afghan officials said. The bomb
killed Mr. Allahyar, his son, two
nephews, and two bodyguards. Mr.
Muhajed, the Taliban spokesman,
claimed responsibility.

Afghan government officials are
routinely targeted by the insurgents,
who have mounted hundreds of as-
sassination attempts against public
servants across the violence-racked
southern and eastern provinces of
the country in recent months.

At the same time, the U.S.-led co-
alition has increased the tempo of
Special Operations raids on Taliban
commanders throughout the coun-
try, killing or arresting hundreds of
insurgent leaders. In recent days,
the coalition reported several strikes
that resulted in dozens of insurgent
deaths each.

Arsalan Rahmani, an Afghan sen-
ator who served as a deputy minis-
ter in the pre-2001 Taliban govern-
ment and is now on the new peace
commission, said Tuesday that he
was “optimistic” about the negotia-
tions’ chances because of such mili-
tary pressure applied on the Taliban.

The insurgents, he explained,
might be more willing to talk “be-
cause their houses, bases and vil-
lages are being bombed, and they
themselves are being killed.”

—Habib Khan Totakhil
and Arif Afzalzada

contributed to this article.

BY YAROSLAV TROFIMOV

President Hamid Karzai cried while
recounting Afghan woes on Tuesday.
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WORLD NEWS

Punishing
mudslides
hit Mexico

Punishing mudslides struck Mex-
ico’s southern state of Oaxaca on
Tuesday, burying hundreds of
homes, as rescue workers struggled
to reach survivors in the rubble and
mud.

The largest of the landslides
struck the town of Santa Maria Tla-
huitoltepec, after days of torrential
rains caused a hillside to collapse,
sending waves of earth into the area
early Tuesday as residents slept.

State Gov. Ulises Ruiz told Mexi-
can television that more than 300
homes were buried in the landslide
and anywhere between 500 and
1,000 people were feared to have
lost their lives. “It’s raining and
we’re told that an area about 200
meters wide” was involved in the
collapse, he said.

A second mudslide in the area
struck the town of Villa Hidalgo,
killing at least one person, authori-
ties said. Elsewhere in the state, at
least four rivers broke their banks,
causing widespread flooding and
forcing residents to flee their
homes.

On Tuesday, the government dis-
patched rescue teams from the mili-
tary along with local and state secu-
rity forces to assist in the rescue
effort in Santa Maria Tlahuitoltepec.
But reaching the remote site—which
lies at a valley surrounded by wind-
ing roads—proved difficult as emer-
gency teams encountered roads that
were damaged by the recent storms.
Televised images showed bulldozers
slowly clearing away mounds of
mud and brush that blocked the
roadway while rescue crews used
shovels and hoes.

BY NICHOLAS CASEY

Israel diverts
Gaza-bound
activist boat

TEL AVIV, Israel—Nine Jewish
activists who sought to sail to the
Gaza Strip to protest a naval block-
ade were intercepted Tuesday by Is-
rael’s navy, which forced their boat
to the southern Israeli port of Ash-
dod.

Israeli soldiers commandeered
the catamaran Irene, flying under a
British Union Jack, in international
water just beyond the territorial wa-
ters off Gaza, according to the army.

The enforcement of the blockade
ended without violence, according
to the army and a spokesperson for
the activists.

The incident comes nearly four
months after nine Turkish nationals
were killed in a clash between Is-
raeli naval commandos and pro-Pal-
estinian activists in a much larger
flotilla. The international uproar in-
creased Israel’s diplomatic isolation
and eventually forced Israel to ease
its land blockade of Gaza.

The passengers on the Irene in-
cluded five Israelis—among them a
former air force pilot and an 82-
year-old Holocaust survivor—and
Lilian Rosengarten, 75 years old, of
Cold Spring, New York. Israel’s army
said soldiers boarded the Irene after
two navy warnings were ignored.

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

Andfs. Emergents GL EQ AND 09/27 USD 17.16 -1.1 9.1 7.6
Andfs. Espanya EU EQ AND 09/27 EUR 12.29 -11.7 -7.9 -3.7
Andfs. Estats Units US EQ AND 09/27 USD 14.43 -3.9 3.2 -5.8
Andfs. Europa EU EQ AND 09/27 EUR 7.29 -7.1 -3.8 -5.4
Andfs. Franca EU EQ AND 09/27 EUR 9.13 -6.3 -1.2 -6.1
Andfs. Japo JP EQ AND 09/27 JPY 462.67 -9.5 -9.3 -9.7
Andfs. Plus Dollars US BA AND 09/27 USD 9.59 1.6 4.1 1.2
Andfs. RF Dolars US BD AND 09/27 USD 11.95 4.5 6.1 6.2
Andfs. RF Euros EU BD AND 09/27 EUR 11.10 2.5 3.3 6.3
Andorfons EU BD AND 09/27 EUR 14.73 1.6 2.8 4.8
Andorfons Alternative Premium GL EQ AND 07/31 EUR 98.31 -0.7 2.4 -6.5
Andorfons Mix 30 EU BA AND 09/27 EUR 9.71 1.5 3.8 0.0
Andorfons Mix 60 EU BA AND 09/27 EUR 9.17 -1.1 2.5 -6.1

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 09/17 USD 360653.90 31.4 59.6 34.7

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT EQ LUX 09/28 EUR 8.91 0.6 1.1 -3.4
DJE-Absolut P GL EQ LUX 09/28 EUR 212.54 3.8 10.6 3.3
DJE-Alpha Glbl P EU BA LUX 09/28 EUR 177.55 -0.3 5.3 2.0
DJE-Div& Substanz P EU EQ LUX 09/28 EUR 226.92 5.5 12.0 7.0
DJE-Gold&Resourc P OT EQ LUX 09/28 EUR 211.71 24.3 36.4 19.2
DJE-Renten Glbl P EU BD LUX 09/28 EUR 136.66 4.7 6.1 7.2
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 09/28 EUR 17.60 -0.6 2.9 3.6
LuxTopic-Pacific AS EQ LUX 09/28 EUR 19.92 21.6 39.6 17.2

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

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

n HSBC Trinkaus Investment Managers SA
E-Mail: funds@hsbctrinkaus.lu
Telephone: 352 - 47 18471
Prosperity Return Fund A JP BD LUX 09/27 JPY 10404.75 4.9 NS NS
Prosperity Return Fund B EU BD LUX 09/27 JPY 9381.44 -5.1 NS NS
Prosperity Return Fund C EU BD LUX 09/27 USD 100.08 3.7 NS NS
Prosperity Return Fund D EU BD LUX 09/27 EUR 112.44 15.1 NS NS
Renaissance Hgh Grade Bd A JP BD LUX 09/27 JPY 10430.68 5.4 NS NS
Renaissance Hgh Grade Bd B EU BD LUX 09/27 JPY 9326.79 -5.4 NS NS
Renaissance Hgh Grade Bd C EU BD LUX 09/27 USD 98.82 3.4 NS NS
Renaissance Hgh Grade Bd D EU BD LUX 09/27 EUR 107.38 10.3 NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI EU EQ SVN 09/27 EUR 20.12 -17.3 -26.6 -28.2
MP-TURKEY.SI OT OT SVN 09/27 EUR 45.85 32.1 45.8 19.8

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 09/27 EUR 15.12 13.1 16.2 9.2
Parex Eastern Europ Bd EU BD LVA 09/27 USD 17.03 16.3 22.3 15.1
Parex Russian Eq EE EQ LVA 09/27 USD 22.46 15.1 25.5 10.3

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 09/27 EUR 139.31 14.9 36.4 NS
Pictet-Asian Eq ExJpn-I USD AS EQ LUX 09/28 USD 184.40 5.2 15.5 12.8
Pictet-Asian Eq ExJpn-P USD AS EQ LUX 09/28 USD 174.40 4.5 14.5 11.9
Pictet-Biotech-P USD OT EQ LUX 09/27 USD 278.18 -1.7 -6.0 -11.4
Pictet-CHF Liquidity-P CH MM LUX 09/27 CHF 124.13 -0.1 -0.1 0.1
Pictet-CHF Liquidity-P dy CH MM LUX 09/27 CHF 93.33 -0.1 -0.1 0.1
Pictet-Conv. Bonds-P EUR EU BD LUX 09/27 EUR 100.44 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 09/27 USD 134.55 15.1 25.6 19.4
Pictet-Eastern Europe-P EUR EU EQ LUX 09/27 EUR 360.59 14.7 32.3 10.8
Pictet-Emerging Markets-P USD GL EQ LUX 09/28 USD 557.61 4.5 16.3 10.1
Pictet-Eu Equities Sel-P EUR EU EQ LUX 09/27 EUR 428.21 5.0 11.0 0.2
Pictet-EUR Bonds-P EU BD LUX 09/27 EUR 410.24 6.7 6.9 6.5
Pictet-EUR Bonds-Pdy EU BD LUX 09/27 EUR 300.83 6.7 6.9 6.5
Pictet-EUR Corporate Bonds-P EU BD LUX 09/27 EUR 156.89 6.1 8.3 12.1
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 09/27 EUR 106.36 6.1 8.3 12.1
Pictet-EUR High Yield-P EU BD LUX 09/27 EUR 167.97 14.9 20.9 15.9
Pictet-EUR High Yield-Pdy EU BD LUX 09/27 EUR 92.07 14.9 20.9 15.9
Pictet-EUR Liquidity-P EU MM LUX 09/27 EUR 136.22 0.2 0.3 1.0
Pictet-EUR Liquidity-Pdy EU MM LUX 09/27 EUR 96.85 0.2 0.2 1.0
Pictet-EUR Sovereign Liq-P EU MM LUX 09/27 EUR 102.45 0.0 0.1 0.7
Pictet-EUR Sovereign Liq-Pdy EU MM LUX 09/27 EUR 99.96 0.0 0.1 0.7
Pictet-Europe Index-P EUR EU EQ LUX 09/27 EUR 107.18 6.1 12.8 2.3
Pictet-European Sust Eq-P EUR EU EQ LUX 09/27 EUR 141.56 6.4 13.3 2.2
Pictet-Glo Emerging Debt-P USD GL BD LUX 09/27 USD 268.17 10.2 12.4 17.3
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 09/27 USD 174.16 10.2 12.4 17.3
Pictet-Greater China-P USD AS EQ LUX 09/28 USD 365.19 4.0 16.6 16.1
Pictet-Indian Equities-P USD EA EQ LUX 09/28 USD 426.50 18.3 28.0 25.0
Pictet-Japan Index-P JPY JP EQ LUX 09/28 JPY 8323.39 -6.3 -4.5 -13.5
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 09/28 JPY 4212.29 -4.6 -4.8 -12.0
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 09/28 JPY 7325.63 -5.4 -5.4 -15.8
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 09/28 JPY 7071.71 -5.9 -6.0 -16.3
Pictet-MENA-P USD OT OT LUX 09/27 USD 50.57 12.8 0.2 NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 09/28 USD 295.01 8.0 17.2 13.0
Pictet-Piclife-P CHF CH BA LUX 09/27 CHF 789.70 -0.2 2.3 1.5
Pictet-Premium Brands-P EUR OT EQ LUX 09/27 EUR 81.95 25.4 41.2 18.1
Pictet-Russian Equities-P USD EE EQ LUX 09/27 USD 68.60 6.5 26.2 10.5
Pictet-Security-P USD GL EQ LUX 09/27 USD 114.74 15.2 25.8 14.4
Pictet-Small Cap Europe-P EUR EU EQ LUX 09/27 EUR 519.91 14.8 20.1 7.3
Pictet-Timber-P USD GL EQ LUX 09/27 USD 109.48 2.8 17.0 NS
Pictet-USA Index-P USD US EQ LUX 09/27 USD 93.50 3.1 10.4 -1.7
Pictet-USD Government Bonds-P US BD LUX 09/27 USD 550.85 8.5 7.2 6.4
Pictet-USD Government Bonds-Pdy US BD LUX 09/27 USD 393.87 8.5 7.2 6.4
Pictet-USD Liquidity-P US MM LUX 09/27 USD 131.18 0.1 0.1 0.6
Pictet-USD Liquidity-Pdy US MM LUX 09/27 USD 84.94 0.1 0.1 0.6
Pictet-USD Sovereign Liq-P US MM LUX 09/27 USD 101.62 0.1 0.1 0.6
Pictet-USD Sovereign Liq-Pdy US MM LUX 09/27 USD 100.12 0.1 0.1 0.5
Pictet-Water-P EUR GL EQ LUX 09/27 EUR 135.18 9.1 18.1 2.7
Pictet-World Gvt Bonds-P USD EU BD LUX 09/28 USD 176.07 6.3 4.1 7.6
Pictet-World Gvt Bonds-Pdy USD EU BD LUX 09/28 USD 142.78 6.3 4.1 7.6

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 09/27 USD 15.53 15.5 29.8 19.4
Japan Fund USD JP EQ IRL 09/28 USD 16.60 4.5 -2.9 7.3
Polar Healthcare Class I USD OT EQ IRL 09/27 USD 12.69 -1.9 5.0 NS
Polar Healthcare Class R USD OT EQ IRL 09/27 USD 12.62 -2.2 4.5 NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 08/31 USD 107.82 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 08/31 USD 10.48 35.9 -24.7 -17.9
Europn Conviction USD B EU EQ CYM 08/31 USD 134.80 -1.8 1.7 6.9
Europn Forager USD B EU EQ CYM 08/31 USD 227.05 1.4 7.5 7.0
Latin America USD A GL EQ CYM 04/30 USD 14.21 2.2 -4.7 14.7
Paragon Limited USD A EU EQ CYM 11/28 USD 324.09 12.7 12.7 14.2
UK Fund USD A OT OT CYM 08/31 USD 178.77 -2.8 -3.7 2.8

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund GL EQ BMU 09/22 USD 168.34 32.2 43.8 40.7

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
ACTION FRANCE A EU EQ IRL 09/27 EUR 699.85 -1.1 3.5 -3.6
CORE EUROZONE EQ B EU EQ IRL 09/27 EUR 833.85 0.3 4.3 -1.1
EURO FIXED INCOME A EU BD IRL 09/27 EUR 1353.25 8.7 11.4 7.7
EURO FIXED INCOME B EU BD IRL 09/27 EUR 1451.39 9.2 12.1 8.4
EUROPEAN SMALL CAP A EU EQ IRL 09/27 EUR 1365.67 13.7 19.6 5.4
EUROPEAN SMALL CAP B EU EQ IRL 09/27 EUR 1469.35 14.2 20.3 6.1
EUROZONE AGG A EUR EU EQ IRL 09/27 EUR 689.41 5.1 8.3 1.2
EUROZONE AGG B EUR EU EQ IRL 09/27 EUR 995.16 5.6 9.0 1.8
GLB REAL EST SEC A OT EQ IRL 09/27 USD 990.92 10.5 17.1 -2.7
GLB REAL EST SEC B OT EQ IRL 09/27 USD 1026.14 11.0 17.8 -2.1
GLB REAL EST SEC EH A OT EQ IRL 09/27 EUR 868.40 7.9 14.3 -5.6
GLB REAL EST SEC SH B OT EQ IRL 09/27 GBP 82.24 8.6 15.0 -5.8
GLB STRAT YIELD A EU BD IRL 09/27 EUR 1779.44 10.7 17.1 12.8
GLB STRAT YIELD B EU BD IRL 09/27 EUR 1912.58 11.2 17.8 13.5
GLOBAL BOND A EU BD IRL 09/27 EUR 1283.32 16.1 20.0 14.8
GLOBAL BOND B EU BD IRL 09/27 EUR 1372.82 16.7 20.8 15.6
GLOBAL BOND EH A GL BD IRL 09/27 EUR 1511.58 9.9 12.1 10.1
GLOBAL BOND EH B GL BD IRL 09/27 EUR 1611.54 10.4 12.7 10.8
JAPAN EQUITY A JP EQ IRL 09/27 JPY 10688.85 -8.2 -10.1 -12.9
JAPAN EQUITY B JP EQ IRL 09/27 JPY 11443.41 -7.7 -9.6 -12.3
PAC BASIN (X JPN) A AS EQ IRL 09/27 USD 2479.58 8.5 16.5 18.2
PAC BASIN (X JPN) B AS EQ IRL 09/27 USD 2658.05 8.9 17.2 18.9
PAN EUROPEAN EQUITY A EU EQ IRL 09/27 EUR 1026.29 6.6 11.8 2.3
PAN EUROPEAN EQUITY B EU EQ IRL 09/27 EUR 1098.96 7.1 12.5 2.8
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Michelin plans to raise
$1.62 billion in capital

PARIS—French tire maker Mi-
chelin Tuesday launched a heavily
discounted €1.2 billion ($1.62 billion)
capital increase to finance its expan-
sion, particularly into fast-growing
emerging markets.

The move took investors by sur-
prise, sending the company’s shares
down 10% to €58.60 in France, mak-
ing it the biggest decliner in the
benchmark CAC-40 index, which
traded down 0.1%.

The subscription price of the new
shares was set at €45, a 31% dis-
count to the closing price on Mon-
day.

Shareholders are entitled to two
new shares for every 11 shares cur-
rently held. The subscription period
runs from Sept. 30 to Oct. 13 and the
new shares will begin trading on
Oct. 25.

Investors also seemed skeptical
of Michelin’s ambitious medium-
term growth targets, which include
boosting sales volumes by 25% be-
tween now and 2015 and by 50% by
2020.

The company has been spending
about €1.2 billion a year on capital
expenditure in recent years, but this
will increase to €1.6 billion from
2011, joint managing partner Jean-
Dominique Senard said.

The tire maker plans to add
150,000 tons of production capacity
annually in its target markets of Bra-
zil, China and India, equivalent to
more than one new factory every

year. It is following in the tracks of
the world’s major auto makers,
which are driving full-speed into
emerging markets in search of faster
growth.

Investment will increase between
5% and 6% annually through 2015,
said Michel Rollier, Mr. Senard’s co-
chief. Of the €1.6 billion in annual in-
vestment, €1 billion will be devoted
to emerging markets.

Mr. Rollier said that he doesn’t
exclude taking advantage of acquisi-
tion opportunities, but Mr. Senard
said that there was no “hidden proj-
ect” for a purchase behind the rights
issue.

Mr. Senard said Michelin expects
to increase its global tire-sales vol-
umes by 50% through 2020, with
sales volumes in emerging countries
likely to double while those in ma-
ture markets will rise by 25%. The
fast ramp-up outside Europe and
North America will mean that 45%
of the company’s sales will be in
emerging countries by 2020, com-
pared with 33% currently, he said,
and nearly half of total sales will be
of energy-efficient tires with low
rolling resistance, compared with
only 10% now.

Other medium-term goals include
achieving an operation profit exclud-
ing exceptional items of substan-
tially more than €2 billion, a long-
term return on capital employed of
more than 9%, to generate signifi-
cantly positive cash flow through
2015, and a dividend payout ratio of
around 30% over that period.

BY DAVID PEARSON

Iran says it is exporting
gasoline that it produced

LONDON—Iran said Tuesday it
has started exporting domestically
produced gasoline, drawing skepti-
cism from oil-industry experts but
representing Tehran’s latest show of
defiance amid international sanc-
tions aimed at curbing its nuclear
ambitions.

Iran, one of the world’s largest
oil producers, has long relied on im-
ported gasoline to meet much of its
domestic consumption, because of a
lack of refining capacity. Amid Iran’s
standoff with the West over its nu-
clear program, Washington and al-
lied governments have considered
those gasoline imports a vulnerabil-
ity. Earlier this year, the U.S. en-
acted sanctions aimed at punishing
international firms involved in the
trade.

Iranian imports have plummeted
recently, but Iranian officials have
put on a brave face. Tehran has
been rationing gasoline use. This
year, officials inaugurated the con-
version of at least two petrochemi-
cal plants into gasoline-producing
facilities.

Ali Ashgar Arshi, the interna-
tional affairs director at the Na-
tional Iranian Oil Co., said Tuesday
that the shipment was the first of
several Iran expects to sell to global
markets.

He said the exports reflect Iran’s
success in coping with sanctions, es-
pecially the U.S. measures.

“Iran has achieved self-suffi-
ciency in production of gasoline,” he
said, according to the Iranian oil
ministry’s official web site, Shana.
Mr. Arshi also said countries have
emerged that are willing to ship
Iran gasoline despite the new U.S.
measures.

The statements echo a defiant
tone set by Iranian President Mah-
moud Ahmadinejad and other top
officials, who have said a fresh wave
of international sanctions have only
made Iran stronger, by making it
more self-sufficient. Some Western
officials, however, have said the
sanctions are starting to bite.

Iran this summer said it is scrap-
ping for now some of its liquefied-
natural-gas export plans. That
ended years of Iran touting the sec-
tor as a national priority. Iranian of-
ficials publicly didn’t say sanctions
played a role, but Western energy
firms have a stranglehold on key

LNG technology, making it difficult
to bring into the country amid
tighter sanctions.

Meanwhile, gasoline imports
dropped 75% between March and
August, according to one oil-ship-
ping expert.

Iranian officials privately ac-
knowledge the sanctions are hurting
the country’s energy sector. Using
petrochemical plants to churn out
gasoline for domestic use is more
expensive than producing other
products that could be more profit-
ably exported. And the petrochemi-
cal plants need maintenance and
parts, which are harder to come by
amid the fresh sanctions.

“It’s a survival economy,” said
one Iranian oil-industry official.

Outside experts questioned
whether the exports announced
Tuesday were really domestically
produced. Petrochemical plants can
be reconfigured to make a low-grade
gasoline, but the quality isn’t likely
high enough to fetch decent prices
overseas.

The exports announced Tuesday
could be foreign-produced products
that have been kept in stock, said
Fereidun Fesharaki, an Iranian oil
specialist at Singapore-based FACTS
Global Energy.

Whether the gasoline is domesti-
cally produced or not, exports are
“not sustainable,” Mr. Fesharaki
said.

BY BENOÎT FAUCON
AND SPENCER SWARTZ

Iran has long relied on
imported gasoline to meet
much of its domestic
consumption.
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Pyongyang elevates Kim son
SEOUL—Now that North Korean

leader Kim Jong Il has taken the
first steps in setting up his preferred
succession, the question is whether
he can carry it off.

Generational handoffs are diffi-
cult enough in business. In modern
politics, only a handful of monar-
chies attempt them. North Korea is
the only communist country that has
tried—and Tuesday’s moves by Mr.
Kim to make his 27-year-old son,
Kim Jong Eun, and 64-year-old sis-
ter, Kim Kyong Hui, four-star gener-
als in the North Korean army show
this authoritarian regime’s first fam-
ily is going to try again.

Mr. Kim faces more challenges
carving a path for his son than his
father, North Korean founder Kim Il
Sung, did with North Korea’s first
hand-down of power 16 years ago.

Kim Jong Il appears to have left
much less time to lay groundwork
than his father did. North Korea is in
worse shape economically now than
it was during the current leader’s
rise to power. On top of that, some
reports suggest the Mr. Kim’s son is
facing criticism within the North Ko-
rean military because of his age.

“Handing off power is one of the
more challenging things that gov-
ernments do,” said Jennifer Lind,
political scientist at Dartmouth Col-
lege. “Making an unprecedented
transfer of power from the second
generation to a third, in a Stalinist
setting, is really a difficult en-
deavor.”

Tuesday’s announcement of the
appointments by the official Korea
Central News Agency came early in
the morning, just hours ahead of the
largest meeting of the ruling Work-
ers’ Party of Korea in three decades.

By naming Kim Jong Eun a gen-
eral in North Korea’s military—a
body that is viewed in North Korea
as stronger than the party—Kim
Jong Il put his third son on an even
firmer path toward leadership than
analysts had expected.

But beyond the announcement,
Mr. Kim’s regime offered no clues
how it will make the succession

scheme work. The much-hyped party
meeting began later Tuesday in the
capital of Pyongyang, but the only
news that emerged was that Mr. Kim
had been reappointed as its general
secretary, one of several top posts
he holds in the party.

There were no signs that Kim
Jong Eun made an appearance at the
meeting or received any duties from
the party. The meeting will continue
Wednesday. Analysts who believed
the meeting might produce Kim
Jong Eun’s first public appearance
instead started to speculate that
would happen on Oct. 10, when a big
military parade is scheduled to com-
memorate the party’s anniversary.

Kim Jong Il appeared to begin fo-
cusing on succession after he suf-
fered a stroke-like illness in August
2008. But some analysts trace his
interest back to 2001, when North
Korean newspapers published essays
with statements suggesting Kim Il
Sung’s revolutionary cause should
be carried out by a grandson if it
wasn’t completed by his son.

Those essays disappeared in
2004 following the death of Kim
Jong Eun’s mother, Ko Young Hui,
who was Kim Jong Il’s third wife.
The succession idea was mentioned
only a few times in North Korea un-
til early last year, after Mr. Kim’s ill-

ness. Then, state-run newspapers
began making references to a
“bright future” that hinged on suc-
cession of the Kim family. Mr. Kim
reinforced that message with a trip
to China last month that retraced
some of the places his father learned
communist ideology.

“The message of that trip was
that political legitimacy runs
through the blood of the heroic Kim
family,” said Sung-yoon Lee, an in-
ternational politics professor and
Korea specialist at Tufts University
in Boston.

Analysts also note that North Ko-
rean TV created a children’s show
earlier this year called “Good Heart
of the Third Child” that emphasized
the virtues of a family’s third son, a
challenge to the Confucian-rooted
orthodoxy in North Korea that the
first son is the most revered.

But that is likely just the begin-
ning of a propaganda campaign to
build up the image of Kim Jong Eun,
who had never been mentioned by
state media before Tuesday’s an-
nouncement of his appointment as a
general. Even that statement didn’t
mention that he is Kim Jong Il’s son.

Still, some analysts said the mili-
tary appointments showed that the
North Korean leader at least recog-
nized his frailty and the danger it

holds for his family’s grip on power.
“One of the reasons people were

so alarmed when Kim Jong Il had his
stroke in 2008 is we didn’t see that
there had been any groundwork laid
for succession at that point and it
was anybody’s guess what would
happen if he died,” Ms. Lind said. “It
looks as though the regime itself
was equally jarred by that event.”

As a result, Ms. Lind said, policy
makers in many countries will take
anything that makes North Korea
more stable, including a smooth suc-
cession, as good news. “It’s kind of a
sick thing to say,” she added. “It’s
one of the most horrible regimes on
the planet and people will say ‘It’s a
good thing it’s going to sustain it-
self.’ That’s because the chaos asso-
ciated with the collapse of this re-
gime would also be horrible.”

Kim Jong Il’s father, Kim Il Sung,
founded the country as a communist
dictatorship in 1948 and began pre-
paring the country’s first father-to-
son by appointing Kim Jong Il to
party posts starting in the late
1960s. Kim Il Sung introduced Kim
Jong Il for the first time publicly in
1980, at a meeting of party repre-
sentatives that was the last such
gathering before the one Tuesday.
Kim Jong Il took power in 1994, af-
ter the death of his father.

BY EVAN RAMSTAD

North Korea’s Kim Jong Il, center, named son Kim Jong Eun, right, in a school photo, to a top military post Tuesday,
positioning him to maintain the family’s control of the country that started with dictator Kim Il Sung.
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China’s rich split on philanthropy
BEIJING—The visit of Bill Gates

and Warren Buffett to China this
week has triggered an unprece-
dented public discussion about phi-
lanthropy among the country’s new
class of ultrarich.

Since the pair announced plans
for the trip in mid-August—and ex-
pressed their desire to meet with
the country’s tycoons over dinner
Wednesday to discuss charitable
giving—Chinese media have been
abuzz with debate about the role of
the wealthy in China. At least one
tycoon has announced grand plans
for posthumous donations, but oth-
ers have raised concerns that
Messrs. Gates and Buffett want
China to adopt a form of philan-
thropy more suited to the highly de-
veloped nations of the West.

The China stop is part of a global
campaign by the two U.S. billion-
aires to persuade their wealthy
brethren to pledge their fortunes to
good deeds. Last month Mr. Buffett
delivered a progress report for the
U.S.: 40 of its richest people, he
said, had joined the two tycoons’

“Giving Pledge” by committing at
least half of their wealth to charity.
The one Chinese known to have em-
braced the idea is Chen Guangbiao,
the 42-year-old chief executive of a
recycling company, who this month
committed to giving an estimated
700 million yuan, or roughly $105

million, after he dies.
But doubts raised by some

wealthy Chinese include whether
such mega-gifts make sense in a so-
ciety with a limited infrastructure
for philanthropy and whether creat-
ing large new institutions, as Mr.
Gates and his wife did with the Bill

& Melinda Gates Foundation, would
be wise in a country already entan-
gled in red tape.

“Waiting until death to benefit
society doesn’t sound like the best
solution,” said Zhang Xin, co-
founder and chief executive of Soho
China, a major property developer
in Beijing. “But creating a big foun-
dation with its own bureaucracy
may not be what China needs.”

Ms. Zhang, who plans to attend
Wednesday’s dinner, launched a
charity in 2005 with her husband,
Soho co-founder Pan Shiyi, that fo-
cuses on educational programs. She
declined to disclose how much they
have contributed.

Chinese media reported this
month that some Chinese tycoons
had declined invitations to attend
Wednesday’s dinner, wary of flash-
ing their fortunes. Mr. Gates and Mr.
Buffett have sought to allay con-
cerns over their intentions. In a let-
ter to Xinhua, China’s state-run
news agency, they wrote that their
purpose is simply to discuss how
some of the nation’s most influential
people can contribute to the devel-
opment of a philanthropic culture.

BY LAURIE BURKITT

Bill Gates and Warren Buffett tour a car plant in Huizhou Tuesday.
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Iranian
blogger
sentenced
to prison

A controversial Iranian blogger
credited with helping launch the vi-
brant Farsi-language blogosphere
has received a prison sentence of
more than 19 years, according to an
Iranian news website close to the
regime.

Hossein Derakhshan, a 35-year-
old Canadian citizen nicknamed the
“Blogfather” for having one of the
first blogs in Farsi and for promot-
ing blogging among Iranians, was
sentenced to 19½ years in prison on
charges of “cooperation with hostile
states, propagating against the re-
gime…insulting sanctities,” among
other charges, the website,
mashreghnews.ir, reported Tuesday.

Mr. Derakhshan has been impris-
oned in Tehran already for nearly
two years. The sentence, which in-
cludes a fine of nearly $45,000, may
be the most severe yet for a blogger
or journalist in Iran, according to
human-rights groups. Mr. Derakh-
shan has the right to appeal the
sentence.

“This sentence shows that the
government is holding up Hossein
as a symbol of what they’re calling
a conspiracy of hostile governments
against Iran,” said Ramin Jahanbe-
gloo, a professor of political science
at the University of Toronto who
himself was imprisoned in 2006 in
Tehran.

Mr. Derakhshan traveled to Israel
twice in recent years, touting the
visits on his blog as efforts to im-
prove relations between the two
countries.

The government used the trips
to Israel, an illegal act for Iranians,
to argue that he is a spy working for
the overthrow of the Iranian regime,
said Mr. Jahanbegloo.

Iranian prosecutors denounced
street protests after the contested
2009 presidential election as or-
chestrations of foreign govern-
ments.

“The Iranian judiciary continues
to convict hundreds of journalists,
bloggers, students and human-rights
activists to lengthy and unjustified
prison sentences,” said Hadi
Ghaemi, executive director of the In-
ternational Campaign for Human
Rights in Iran. “Derakhshan’s sen-
tence is the latest assault on free-
dom of speech in Iran.”

The case of Mr. Derakhshan, who
was arrested months before the tur-
moil around the 2009 election, is
complicated. He contributed to the
launch of the Farsi-language blogo-
sphere, which later became an im-
portant tool of the opposition after
reform-minded newspapers were
shut down a decade ago.

But several years ago, he began
abandoning his opposition views to
back Iranian President Mahmoud
Ahmadinejad on several issues on
his blog, including the right to a nu-
clear weapon.

Worse, in the eyes of his critics,
he helped the Iranian government
by identifying antiregime bloggers
and providing information about
them.

“If he was just pro-government,
that’s okay because that’s just a dif-
ference of opinion,” said Arash
Abadpour, a 31-year-old computer
programmer in Toronto.

BY CHRISTOPHER RHOADS
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EuroZone Strat Val BX EU EQ LUX 09/27 EUR 6.76 7.0 12.9 -0.2
EuroZone Strat Val IX EU EQ LUX 09/27 EUR 8.30 8.2 15.0 1.5
Gl Balanced (Euro) A EU BA LUX 09/27 USD 15.91 NS NS NS
Gl Balanced (Euro) B EU BA LUX 09/27 USD 15.40 NS NS NS
Gl Balanced (Euro) C EU BA LUX 09/27 USD 15.76 NS NS NS
Gl Balanced (Euro) I EU BA LUX 09/27 USD 16.29 NS NS NS
Gl Balanced A US BA LUX 09/27 USD 16.75 1.6 5.4 0.8
Gl Balanced B US BA LUX 09/27 USD 15.81 0.9 4.4 -0.2
Gl Balanced I US BA LUX 09/27 USD 17.47 2.2 6.2 1.5
Gl Bond A US BD LUX 09/27 USD 9.73 8.1 9.5 10.7
Gl Bond A2 US BD LUX 09/27 USD 17.36 8.4 9.5 10.6
Gl Bond B US BD LUX 09/27 USD 9.73 7.4 8.4 9.7
Gl Bond B2 US BD LUX 09/27 USD 15.09 7.6 8.4 9.6
Gl Bond I US BD LUX 09/27 USD 9.73 8.5 10.0 11.3
Gl Conservative A US BA LUX 09/27 USD 15.12 3.3 5.7 4.0

Gl Conservative A2 US BA LUX 09/27 USD 17.48 3.2 5.7 4.0
Gl Conservative B US BA LUX 09/27 USD 15.11 2.5 4.6 2.9
Gl Conservative B2 US BA LUX 09/27 USD 16.49 2.5 4.7 2.9
Gl Conservative I US BA LUX 09/27 USD 15.20 3.8 6.5 4.8
Gl Eq Blend A GL EQ LUX 09/27 USD 11.30 -3.1 2.2 -7.0
Gl Eq Blend B GL EQ LUX 09/27 USD 10.53 -3.8 1.3 -7.9
Gl Eq Blend I GL EQ LUX 09/27 USD 12.00 -2.4 3.1 -6.2
Gl Growth A GL EQ LUX 09/27 USD 41.47 -1.0 5.4 -6.1
Gl Growth B GL EQ LUX 09/27 USD 34.36 -1.8 4.3 -7.1
Gl Growth I GL EQ LUX 09/27 USD 46.32 -0.5 6.3 -5.4
Gl High Yield A US BD LUX 09/27 USD 4.59 11.7 18.4 16.7
Gl High Yield A2 US BD LUX 09/27 USD 10.41 12.4 18.4 16.7
Gl High Yield B US BD LUX 09/27 USD 4.59 10.9 17.1 15.3
Gl High Yield B2 US BD LUX 09/27 USD 16.62 11.7 17.3 15.5
Gl High Yield I US BD LUX 09/27 USD 4.59 12.1 19.0 17.5
Gl Thematic Res A GL EQ LUX 09/27 USD 15.40 4.5 6.8 13.0
Gl Thematic Res B GL EQ LUX 09/27 USD 13.38 3.8 5.8 11.9
Gl Thematic Res I GL EQ LUX 09/27 USD 17.28 5.2 7.7 13.9
Gl Value A GL EQ LUX 09/27 USD 10.62 -4.7 -0.3 -7.6
Gl Value B GL EQ LUX 09/27 USD 9.69 -5.4 -1.2 -8.5
Gl Value I GL EQ LUX 09/27 USD 11.36 -4.1 0.5 -6.9
India Growth A EA EQ LUX 09/27 USD 154.13 21.4 35.3 NS
India Growth AX EA EQ LUX 09/27 USD 135.02 21.7 35.7 31.5
India Growth B EA EQ LUX 09/27 USD 160.28 20.6 33.9 NS
India Growth BX EA EQ LUX 09/27 USD 114.56 20.8 34.3 30.2
India Growth I EA EQ LUX 09/27 USD 140.44 22.2 36.3 32.1
Int'l Health Care A OT EQ LUX 09/27 USD 133.62 -2.8 5.3 -3.8
Int'l Health Care B OT EQ LUX 09/27 USD 111.87 -3.5 4.3 -4.7
Int'l Health Care I OT EQ LUX 09/27 USD 146.86 -2.2 6.2 -3.0
Int'l Technology A OT EQ LUX 09/27 USD 117.85 6.8 18.3 6.5
Int'l Technology B OT EQ LUX 09/27 USD 101.37 6.0 17.2 5.4
Int'l Technology I OT EQ LUX 09/27 USD 132.92 7.4 19.3 7.3

Japan Blend A JP EQ LUX 09/27 JPY 5561.00 -7.7 -6.2 -13.8
Japan Growth A JP EQ LUX 09/27 JPY 5250.00 -10.6 -10.0 -15.7
Japan Growth I JP EQ LUX 09/27 JPY 5435.00 -10.1 -9.3 -15.0
Japan Strat Value A JP EQ LUX 09/27 JPY 5885.00 -3.8 -1.5 -11.8
Japan Strat Value I JP EQ LUX 09/27 JPY 6077.00 -3.3 -0.8 -11.1
Real Estate Sec. A OT EQ LUX 09/27 USD 15.81 10.2 15.8 -1.6
Real Estate Sec. B OT EQ LUX 09/27 USD 14.34 9.3 14.6 -2.6
Real Estate Sec. I OT EQ LUX 09/27 USD 17.09 10.8 16.8 -0.8
Short Mat Dollar A US BD LUX 09/27 USD 7.39 3.6 6.9 3.1
Short Mat Dollar A2 US BD LUX 09/27 USD 10.16 3.8 6.7 2.9
Short Mat Dollar B US BD LUX 09/27 USD 7.39 3.3 6.4 2.6
Short Mat Dollar B2 US BD LUX 09/27 USD 10.08 3.5 6.3 2.5
Short Mat Dollar I US BD LUX 09/27 USD 7.39 3.9 7.4 3.7
US Thematic Portfolio A EUR H US EQ LUX 09/27 EUR 16.17 NS NS NS
US Thematic Portfolio B EUR H US EQ LUX 09/27 EUR 16.14 NS NS NS
US Thematic Portfolio C EUR H US EQ LUX 09/27 EUR 16.16 NS NS NS
US Thematic Portfolio I EUR H US EQ LUX 09/27 EUR 16.20 NS NS NS
US Thematic Research A US EQ LUX 09/27 USD 9.00 5.5 12.1 0.2
US Thematic Research B US EQ LUX 09/27 USD 8.22 4.7 10.9 -0.8
US Thematic Research I US EQ LUX 09/27 USD 9.74 6.1 13.0 1.0

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 09/27 GBP 8.29 0.6 7.0 5.0
Andfs. Borsa Global GL EQ AND 09/27 EUR 6.26 -3.8 1.6 -8.3

FUND SCORECARD
Euro Money Mkt, Dynamic
These funds tend to have average maturity that exceeds 90 days, but take on more credit and liquidity risk
than stable money-market funds. Ranked on % total return (dividends reinvested) in U.S. dollars for one
year ending September 28, 2010

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

1 KEPLER Asset KEPLER-FONDS KAG EURAUT 13.03 71.40 -15.30 -11.24
Backed Securities Fds A

1 ESPA Cash ERSTE-SPARINVEST EURAUT 40.46 66.57 -5.31 -3.76
Asset-Backed A KAG

1 Euro ABS Hypo-Kapitalanlage EURAUT 28.26 62.61 -7.84 -6.22
Income A GmbH

1 ABS Dynamic Pioneer EURAUT 38.15 60.57 -0.40 -3.96
Cash A Investments Austria GmbH

NS Cash ABS ERSTE-SPARINVEST EURAUT 23.27 48.76 -4.03 NS
Mezzanine A KAG

1 Deka-EuroFlex Deka International EURLUX 25.71 42.64 -2.67 -2.28
Plus TF S.A.

1 JB BF ABS Swiss Global EURLUX 8.09 31.57 -2.76 -2.64
EUR A Asset Management AG

5 DJE Premium DJE Investment EURLUX 15.19 25.19 14.78 11.13
- Malina S.A.

1 HSBC Spread HSBC Global Asset EURFRA 9.65 22.23 -7.49 -3.71
ABS Management (France)

1 SGAM AI Lyxor EURFRA 15.19 20.49 2.60 -2.98
Crédit Plus International Asset Management

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

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

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

MARKETS

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

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

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 07/31 EUR 99.07 -1.5 -0.3 -9.6
D'Auriol Opp F3 EUR EU MM CYM 07/30 EUR 939.75 -4.9 -4.8 -14.4

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

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

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

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

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

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

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

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 09/24 USD 396.44 7.5 15.4 1.7
Antanta MidCap Fund EE EQ AND 09/24 USD 794.15 11.9 28.8 -7.1
Meriden Opps Fund GL OT AND 09/22 EUR 44.94 -25.1 NS -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
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n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de

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

Man Group
profit to fall
as fees decline

LONDON—Man Group PLC, beset
by acquisition costs and a decline in
fee revenue, posted further outflows
from its funds and said first-half
pretax profit would be about 55%
less than last year’s, as a planned
$1.6 billion buyout of rival GLG
Partners Inc. nears completion.

Man Group, one of the largest
publicly traded hedge-fund firms,
said Tuesday that first-half pretax
profit for the six months ended
Sept. 30 will be about $135 million,
compared with $302 million a year
earlier, a figure that included a gain
on selling shares in MF Global. The
latest period included $25 million in
GLG acquisition costs, $20 million in
preacquisition costs, and a $35 mil-
lion arbitration settlement related
to its 2007 disposal of MF Global.

A smaller asset base in the pe-
riod meant less revenue in the form
of management fees, and lackluster
performance at many of its funds
resulted in “minimal” performance
fees of about $10 million, compared
with $47 million.

Man Group’s shares fell 2.4%, to
214.10 pence ($3.39) in London. Its
stock is down 29% this year, reflect-
ing investors’ concerns about fund
outflows and the lack of perform-
ance fees being earned at many of
the company’s funds. Management
fees in the first half will be about
$205 million, down from $245 mil-
lion, the company estimated..

BY MARGOT PATRICK

Europe stocks slip;
gold and euro rise

Most European stock markets
finished marginally lower Tuesday,
as euro-zone sovereign-debt con-
cerns and dismal economic data out
of the U.S. stoked nervousness
about the global economic outlook.

At the same time, investors be-
lieve the U.S. Federal Reserve is
about to embark on more extraordi-
nary efforts to boost the economy,
moves that could drive stocks
higher. As such, sentiment was
mixed, traders said.

Gold climbed to another record,
closing above $1,300 an ounce in
the U.S. The euro rose against the
dollar.

The Stoxx Europe 600 index
ended down 0.2% at 262.36, while
the U.K.’s FTSE 100 index eked out a
gain of 0.1% to 5578.44. France’s
CAC-40 index declined 0.1% to
3762.35, and Germany’s DAX was off
less than 0.1% to 6276.09.

Despite the nearly flat close, eq-
uities in the region endured a roller-
coaster session as concerns about
Ireland’s fiscal woes and banking
crisis weighed on markets. Regional
financial shares declined. The Irish
government is expected to announce
additional steps to deal with prob-
lems at state-owned Anglo Irish
Bank later this week.

Bank of Ireland dropped 7.4%
and Allied Irish Banks retreated
5.7% in Dublin, helping push the

Irish ISEQ index down 0.8%.
Credit-default swaps on major

Spanish banks rose, with investors
anticipating a possible cut in the
country’s sovereign-debt rating.
Moody’s Investors Service, the last
big credit-ratings firm to maintain
its top rating on Spain, placed the
country’s debt under review in July
and said it expected to make a deci-
sion by October.

In the U.S., the Dow Jones Indus-
trial Average ended 46.10 points, or
0.4%, higher at 10858.14, as weak
economic data bolstered investors’
expectations for the Fed to launch
more stimulus measures.

U.S. consumer confidence de-
clined sharply in September, to the
lowest reading since February.

In currency markets, the dollar
weakened broadly on speculation
about possible new Fed stimulus
moves. The U.K. pound fell sharply,
before regaining some ground, after
Bank of England Monetary Policy
Committee member Adam Posen
said he sees a “clear” case for un-
dertaking more asset purchases in
the U.K.

In late New York trading, the
euro was at $1.3575, compared with
$1.3471 late Monday. The dollar
weakened to 83.89 yen from 84.22
yen. The euro strengthened to 113.89
yen from 113.45 yen. The U.K. pound
moved to $1.5790 from $1.5850, af-
ter touching $1.5720, the weakest
since May.

Gold for September delivery rose
$9.90 a troy ounce, or 0.8%, to
$1,306.60 on the Comex division of
the New York Mercantile Exchange,
its fifth consecutive gain and 10th
record close of the month.

Crude for November delivery fell
34 cents a barrel, or 0.4%, to $76.18
on Nymex.

In major market action: Mi-

chelin slid 10% in Paris after the
company said it would sell €1.2 bil-
lion ($1.6 billion) of new shares to
strengthen its credit rating and fi-
nance a rise in capital expenditure.

In Amsterdam, Akzo Nobel skid-
ded 2.2% after the paints and spe-
cialty-chemicals group set out me-
dium-term targets that disappointed
investors.

BY ISHAQ SIDDIQI




