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ECB to Give Bank Executives
A Peek at ‘Stress Test’ Results

LONDON—European Cen-
tral Bank officials in coming
weeks will meet with bank ex-
ecutives to share partial re-
sults of how their institutions
fared in “stress tests,” accord-
ing to people familiar with
the matter, a process that an-
alysts expect will yield posi-
tive news for most lenders.

“Most of the heavy lifting
has been done; the process
has played out for some time

now,” said Kinner Lakhani, a
banking analyst at Citigroup
Inc. “A minority of banks may
have to take additional mea-
sures.”

The ECB has been scruti-
nizing the balance sheets of
120 eurozone banks, seeking
to discover hidden risks and
find out how they would sur-
vive another economic down-
turn. The tests have two main
goals: clean up the banks be-
fore the ECB starts supervis-
ing them in early November
and persuade investors that,

six years after the start of the
global financial crisis, the Eu-
ropean banking system is fi-
nally on a sound footing and
can contribute to the Conti-
nent’s recovery.

By sharing preliminary
and partial test results with
the banks, the ECB is giving
them an opportunity to plug
capital holes or point out mis-
calculations before the full re-
sults are made public at the
end of October. Although the
tests evaluate the banks’ 2013
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Apple
Launches
IPhones,
NewWatch

In an ambitious blitz of
new products, Apple Inc. un-
veiled a pair of larger-screen
iPhones, a sleekly designed
smartwatch and a new pay-
ment system allowing users to
make store purchases with a
smartphone.

The new iPhones will have
4.7-inch and 5.5-inch displays,
larger than its current four-
inch screen. Apple said it ex-
pects the new phones—to be
called iPhone 6 and iPhone 6
Plus—to go on sale on Sept.
19.

“Today, we are launching
the biggest advancement in
the history of iPhone,” Apple
Chief Executive Tim Cook
said.

Apple said it plans to sell
the larger 5.5-inch model
starting at $299 with a two-
year carrier contract, higher
than the $199 price for its cur-
rent high-end iPhone 5S. The
company said the 4.7-inch
iPhone will start at $199 with
a contract. The company said
the new phones come with
many hardware improve-
ments, including a sharper
display, better battery life and
improved camera perfor-
mance.

Apple also unveiled its
first wearable device—a
smartwatch—accompanied by
new services around health
care, home automation and
digital payments.

Please turn to page 17
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Salmond Brings U.K. to the Brink
LINLITHGOW, Scotland—

Alex Salmond used to be seen
by Britain’s establishment as
a harmless eccentric, peddling
a pipe-dream of ending Scot-
land’s 300-year union with
the United Kingdom. Now, the
charismatic leader of the
Scottish National Party is just
days away from a historic ref-
erendum on Scottish indepen-
dence that has raised the
specter of a breakup and sent
U.K. leaders on a last-minute
dash to Scotland to bolster
their case for union.

On Tuesday, U.K. Prime
Minister David Cameron, op-
position Labour Party leader
Ed Miliband and Liberal Dem-
ocratic leader Nick Clegg—in
a rare show of unity—an-
nounced they were clearing
their schedules and traveling
to Scotland Wednesday to
campaign against an indepen-
dence referendum that has
dramatically gained momen-
tum in recent polls.

Six months ago, polls
showed that the pro-U.K. vote
was firmly in the lead for the
Sept. 18 referendum. But the
surveys show Mr. Salmond
has narrowed the gap. A
Tuesday survey by pollster
TNS showed voters neck and
neck, with 39% saying they

would vote “no” to indepen-
dence, while 38% said they
would vote “yes.” The remain-
ing 23% were undecided. That
followed a weekend poll that
showed yes votes outnumber-
ing the nos for the first time
since the referendum cam-
paign began.

The Yes Scotland cam-
paign is spearheading the in-
dependence drive, while Bet-
ter Together, backed by all
three main political parties in
London, is pushing to retain
the union. Nationalists need a
simple majority in the vote to
end Scotland’s more than
300-year-old union with Eng-
land and Wales. The modern
U.K. also includes Northern
Ireland.

How the 59-year-old Mr.
Salmond brought the U.K. to
the cusp of breakup is testa-
ment to his formidable politi-
cal skills and his ability to
channel the cultural and soci-
etal shifts that underlie Scot-
land’s independence move-
ment.

Even if Mr. Salmond’s
party loses the referendum,
the semiautonomous govern-
ment he leads in Edinburgh
has already been promised a
bounty of consolation prizes
from the U.K.’s leaders in
Westminster, in the form of
significant new powers on
economic and social issues,
including income tax, trans-
portation and housing subsi-
dies for the poor.

Critics and admirers alike
describe Mr. Salmond as a
gambler and an opportunist,
adept at seizing every possi-
ble chance to advance his
cause even one tiny step fur-
ther. When tennis star Andy

Please turn to page 10

BY JASON DOUGLAS
AND JENNY GROSS

The Scottish national flag flies above the London residence of the British prime minister, with the
Union flag flying next door above the residence of the British Chancellor of the Exchequer on Tuesday.

Eu
ro
pe
an

Pr
es
sp
ho

to
A
ge
nc
y

$1.75 (C/V) - KES 250 - NAI 375 - £1.70

Apple introduced its first
wearable device, a smartwatch.

A
pp
le

In
c.

Scotland’s Vote
 Opinion: Displays of folly

and farce in Glasgow......... 14
 Business winners and

losers with a ‘yes’ vote.... 15
 Vote dominates Europe’s

financial markets................. 22

28 | Wednesday, September 10, 2014 THEWALL STREET JOURNAL.

HEARDON THE STREET
Email: heard@wsj.com FINANCIAL ANALYSIS & COMMENTARY WSJ.com/Heard

ECB Pushes Banks Toward Flatter Slopes
Just like skiers, banks love

high, steep slopes. In the eu-
rozone, interest-rate curves
are getting lower and flatter,
which promises more tough
trudging than downhill thrills.

Banks make money on the
difference between what they
pay on deposits and other
borrowings and the interest
they get from loans. When in-
terest rates are high for
short-term money and even
higher for long term, banks
keep a large chunk of the dif-
ference.

After the European Cen-
tral Bank cut its main inter-
est rate to 0.05% last week,
longer-term rates dropped as
well. In Germany, 10-year sov-
ereign yields are down to just
0.92%, while in Spain they are
at 2.05%. That is thin gruel all
around.

For now, Europe’s banks
are enjoying a better time
than this landscape would
suggest.

Many European banks saw
higher net interest margins in
the first half of 2014 even as
market yields fell. Analysts
expect interest income and
margins to improve further in

the next two years.
One way to see this is in

forecasts for net interest in-
come as a proportion of loans
outstanding. The consensus
for European banks is for that
ratio to return to precrisis
levels of about 3% by 2016,
according to Nomura.
Deutsche Bank, BNP Paribas,
UniCredit and Santander are
all expected to see net inter-
est income rise in 2015 and
2016, according to FactSet.

The big factor behind this,
so far, has been the tumbling
cost of funds for banks—par-
ticularly in Southern Europe—
which is precisely what the
ECB wanted.

In Germany, 10-year sover-
eign yields have fallen a full
percentage point over the
past year. In Spain they are
more than two percentage
points lower. Banks have re-
priced their interbank and de-
posit funding, while in South-
ern Europe they have also
repaid costly government
money.

Another wave of ECB fund-
ing—the Targeted Long-Term
Refinancing Operation—gives
banks a chance to grab four-

year money at a cost of 0.15%,
locking in more low rates.

This funding impact has
been more important in Eu-
rope than in the U.S., or U.K.,
for example. Higher funding
costs during the eurozone cri-
sis had squeezed banks’ mar-
gins tighter.

In the U.S., where Wells
Fargo just reported its lowest
net interest margin in 20
years, lending profitability
has steadily declined since the
financial crisis. The average

for large U.S. banks was about
3.65% in mid-2008 and is
about 3.25% now, according to
Morgan Stanley.

Spanish banks’ margins,
however, went from more
than 2.2% at the start of 2009
to a nadir of 1.2% in early
2013. That has rebounded to
1.4%.

European banks may gain
more funding cost reductions.
But the real question is how
quickly their loans reprice,
giving customers some rate-

cut benefits, too.
Ironically, it is weaker

banks in the periphery that
have less time to enjoy lower
costs.

In Portugal and Greece,
more than 90% of mortgages
reprice within 12 months, ac-
cording to Berenberg, while in
Italy and Spain, it is almost
80%. In Germany and France,
less than 20% do.

Some of the previous
boost to European banks’ in-
terest income came from in-
vesting ECB money in sover-
eign bonds. But yields are too
low to repeat that carry trade.

Instead, the ECB wants
banks to lend more to smaller
businesses, boosting the econ-
omy.

That would also help bank
margins: Those borrowers are
riskier and pay higher inter-
est.

But if banks are reluctant
to lend or businesses to bor-
row, and with no prospect of
an interest-rate rise, it is hard
to see how Europe’s banks can
avoid the slowdown that
comes from hitting flatter
slopes.

—Paul J. Davies

Frontier Bonds Wear Parachutes
At the frontier of the

world’s bond markets, high
risk sometimes comes with a
safety net.

Take Ghana: The African
nation is pushing ahead with
plans to issue at least $1 bil-
lion in dollar bonds as it nego-
tiates a bailout package from
the International Monetary
Fund. Profligate government
spending ignited high infla-
tion and a currency plunge
earlier this year. Yet existing
bond investors are being
spared. Ghana issued $750
million of dollar bonds just
last July and word of the
IMF’s help has sent prices of
those bonds rallying.

Issuing bonds along with
an IMF program isn’t unprece-
dented. Pakistan received a
$6.8 billion IMF package in
September 2013, and within
weeks had marketed a new
dollar bond. It eventually sold
$2 billion worth in April.

Investors like the comfort
of IMF programs, which come
with promises of reform and
curbs on government spend-
ing and too-low interest rates.
Getting countries back on
their feet with access to finan-
cial markets is laudable. The
question is whether govern-
ments will really change with-
out the real threat of default.

Mongolia, which issued its
maiden sovereign dollar bond
in 2012, has had five IMF pro-
grams since 1991, the latest
winding down in 2010. Yet
macroeconomic management
remains spotty. The IMF sup-
ported implementation of a
fiscal deficit target of 2% of
gross domestic product, which

the government now meets
only by the narrowest defini-
tion. Spending through a gov-
ernment development bank
recently brought the real bud-
get deficit closer to 10%. Ex-
tremely loose monetary policy
and a plunge in foreign direct
investment have unleashed in-
flation and drained currency
reserves.

Mongolia recently negoti-
ated an expanded currency
swap line with China’s central
bank to give it breathing
room. Interest-rate increases
have reduced jitters, too.
Mongolia’s five-year dollar
bonds due in 2017 now sport a
yield of 5.97%, down from as
high as 7.9% in February.

But risks remain that re-
source-rich Mongolia will
need a helping hand further
down the road, especially if it
fails to attract foreign direct
investment. Its currency has
lost nearly one-third of its
value against the dollar since

the start of 2013.
While a sixth IMF program

isn’t certain for Mongolia, as
in Ghana’s case, it seems a
bailout would be more likely
than letting the market teach
this developing nation a les-
son. Unlike Greece, where
bondholders took a hit, the
stakes are smaller. And unlike
Argentina, which hasn’t com-
pleted required consultations
with the IMF in more than six
years, Mongolia is on good
terms with the institution.

While the IMF might pro-
vide a floor on default, it can’t
protect investors from regular
old interest-rate risk. Mongo-
lia’s bonds were among the
hardest hit during the taper-
ing scare last year. Spreads
over comparable Treasurys
are more than two percentage
points below their peak.

For investors who aren’t
holding until maturity, that
leaves plenty of room for er-
ror. —Alex Frangos

On the Frontier
The interest-rate spread of
Mongolia's five-year dollar bonds
over comparable U.S. Treasurys

The Wall Street Journal
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It’s tough to time a mar-
ket well, but truly bad tim-
ing is no easy feat either.

Investec managed to hit
the market about as badly
as possible with its foray
into mortgages. It bought
U.K. subprime and buy-to-let
lender Kensington for £283
million in summer of 2007.

If the timing looked iffy,
the valuation was better:
The stock market had val-
ued Kensington above £600
million only a year earlier.

Now Investec has sold
most of it for just £180 mil-
lion to Blackstone Group
and TPG. In seven years, In-
vestec has shrunk the busi-
ness’s assets to £3.7 billion
from £6.1 billion, taken £400
million in loan impairments
and written off almost £80
million in goodwill.

It did make £190 million
in cumulative profits before
tax—excluding the goodwill
charges. But Investec will
take another £40 million
goodwill charge, giving it a
small loss on the sale. The
best that can be said is that
it could have been worse.

OVERHEARD

ABB’s Fix May Not Help
Swiss Firm to Next Level

ABB is relieving the symp-
toms without necessarily cur-
ing the illness.

The Swiss engineering
conglomerate Tuesday an-
nounced a surprise $4 billion
share buyback, coupled with
its less-surprising “Next
Level” plans aimed at more
sustainable growth.

ABB shares jumped more
than 2%. But it is still hard to
see how ABB’s series of
“thousand-day programs” will
enable the group to navigate
increasing competition and
margin pressures in its core
markets.

About three-quarters of
the buyback program will go
toward pacifying sharehold-
ers, as ABB’s stock has fallen
8.6% this year prior to Tues-
day’s announcement. (The re-

mainder will be used to sup-
port employee share
ownership programs.) But in-
vestors might wonder
whether the unexpected re-
turn of funds signals a short-
age of attractive investment
opportunities.

ABB is aiming to increase
steadily its margin on earn-
ings before interest, taxes and
amortization to between 11%
and 16%, up from Barclays’s
forecast 10.7% this year.

ABB is to be applauded for

divesting noncore businesses
and embarking on a series of
cost-cutting measures to im-
prove profitability, which
freed up room for the buy-
back. Also, in the second
quarter the company reported
orders of $10.6 billion, up by
about 13% on a like-for-like
basis compared with the pre-
vious year. The question is
how sustainable that growth
will prove.

One stumbling block is in-
creasing competition, most
notably from General Elec-
tric’s acquisition of Alstom’s
energy assets.

That deal, scheduled to
close in 2015, will pit the
newly combined company
against ABB in such core busi-
nesses as grid systems, net-
work management and renew-
able energy.

Meanwhile, ABB’s power-
systems division continues to
be a headache. The unit has
been plagued by costly delays
to offshore wind and solar
projects. ABB says it will
overhaul the unit’s business
model to boost profitability,
but the plan lacks clarity.

At about 10 times forecast
2015 Ebita, ABB is trading in
line with the sector’s midcycle
multiple, according to UBS.
With its business still seasick,
investors must hope that
measures to alleviate the pain
last long enough for a real re-
covery to take place.

—Thao Hua

Bumpy ride

Bumpy Ride
Lending margins for large U.S. and Spanish banks

The Wall Street JournalSource: Morgan Stanley
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Powering Down
ABB’s forecast change in sales*
by division, 2014

The Wall Street Journal
Sources: UBS; Bloomberg News (photo)
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The question is how
sustainable ABB’s
growth will prove.
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n Google opened its European
tour to discuss the continent’s
right to be forgotten with its
executive chairman saying the
company is seeking balance. 15

n Europe was slow to embrace
real-estate investment trusts,
but a record surge in fundrais-
ing is providing a boost to the
region’s recovering commer-
cial-property market. 15

n EU antitrust authorities ap-
proved a Spanish deal between
Cemex of Mexico and Switzer-
land’s Holcim, the last of three
linked transactions between
the cement giants under scru-
tiny in Brussels. 16

n A European business group
is backing China’s effort to
loosen Western car makers’ grip
on spare-parts sales there. 17

n France’s CMA CGM has
formed an alliance with China
Shipping Container Lines and
United Arab Shipping to share
vessels on some of the world’s
busiest trade routes. 18

n The U.S. Fed plans to hit the
largest U.S. banks with a costly
requirement aimed at reducing
the risk that some financial
firms remain “too big to fail.” 21

n France’s antitrust watchdog
has opened an investigation
into GDF Suez after finding ev-
idence the utility might have
abused its dominant position
in the French gas market. 18

i i i
World-Wide

n Russia urged Ukraine to
open talks with rebels on the
status of two regions partially
held by separatists, a thorny is-
sue even as a cease-fire
seemed to be holding. 5

n Germany had planned its first
balanced budget since 1969 but,
as parliament begins to debate
the plan, the souring economic
environment has made balancing
the books more difficult. 4

n Iraq’s fragile new govern-
ment could break apart if it fails
to quickly meet the demands of
the Sunni minority that reluc-
tantly threw its support behind
the Shiite prime minister. 9

n A strong majority of Ameri-
cans say the U.S. should take
military action against ISIS, a
new Wall Street Journal/NBC
News poll finds, with most
backing airstrikes. 6

n China began deploying 700
soldiers to a U.N. peacekeeping
force in South Sudan to help
guard embattled oil fields and
protect Chinese workers. 8

n House Republicans said
they were coalescing around a
short-term reauthorization of
the agency that helps U.S. busi-
nesses sell goods overseas. 7

n Norway plans for convicts to
serve their time in Dutch pris-
ons amid a lack of domestic ca-
pacity, after Sweden recently
declined a similar request. 4
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India Navigates Complex
Ties Among Asia Giants

harbor an “18th-century
expansionist mind-set.”

In fact, Mr. Modi is more
interested in copying China than
trying to contain it. He came to
power promising manufacturing
jobs, high-speed trains and
“smart” cities. It’s a version of the
Chinese economic model
transported to the Indian
subcontinent, one that prioritizes
urban infrastructure to propel
growth and generate employment.

Mr. Modi’s management style
is also familiar to anybody who
follows China. In his home state of
Gujarat, he gained a reputation as
an economic reformer with an
authoritarian streak who got
things done. Chinese investors,
put off by red tape elsewhere in
India, flocked to Gujarat.

There’s a problem, too, in the
argument that India and Japan as
large Asian democracies are
natural allies against Communist-
ruled China. It overlooks the
equally striking similarities
between India and China as the
world’s two largest developing
nations. That pits them against
industrialized countries on many
issues from international trade to
climate change.

Even on important political
principles, India and China
sometimes find themselves on the
same side of the fence.

For domestic reasons (India’s
separatist insurgency in the
disputed territory of Kashmir;
China’s long-standing fears of
foreign meddling in Xinjiang and
Tibet) both oppose any erosion of
the principle of national
sovereignty.

“Mr. Modi is a clever
statesman,” says Eswar Prasad, a
professor at Cornell University. He
says Mr. Modi recognizes that
China wants to build stronger
economic ties with India as a way
to neutralize a powerful neighbor
that could stand in the way of its
expanding sphere of influence in
Asia. Japan, meanwhile, wishes
for closer relations with India to
contain China’s growing clout.

Capitalizing on those
competing desires, says Mr.
Prasad, “will require some deft
balancing but, barring the
escalation of regional tensions

that might force India to choose
one side over the other, India has
enough to offer both countries.”

There’s plenty of room, to be
sure, for an all-round expansion of
economic relations. Japan lags far
behind China in trade with India.
Meanwhile, China’s investment in
India is minuscule in comparison
to Japan’s. Japanese companies
like Suzuki Motors, Mitsubishi
Heavy Industries and Toshiba
have invested heavily in the Delhi-
Mumbai Industrial Corridor.

How all this pans out will
depend, in part, on the personal
politics among the three leaders.
Despite the body language in
Kyoto, Mr. Modi is in some ways
the odd man out. Mr. Abe and Mr.
Xi are both descended from
political aristocracy: Mr. Abe’s
maternal grandfather was a
postwar prime minister; Mr. Xi’s
father was a revolutionary-era
hero. Mr. Modi, by contrast, is an
outsider—the low-caste son of a
tea merchant who took on the
establishment and won. He’ll need
the skills that propelled his rise to
navigate the treacherous politics
of East Asia.

BEIJING—India and Japan are
both embroiled in territorial
disputes with China. Both view
the growing economic and
military heft of their neighbor

with apprehension.
And both are
looking for ways to
enhance their
security.

So when India’s
new Prime
Minister Narendra

Modi and his Japanese
counterpart Shinzo Abe gave each
other a bear hug in Kyoto, it was
tempting to read into the gesture
something more than just a warm
personal chemistry.

Many saw it also as a strategic
embrace, one aimed at encircling
China from the Indian Ocean to
the Western Pacific.

Tempting—but simplistic. The
dynamics of the relationship
between India, Japan and China,
three Asian giants—are immensely
complex. And this complexity is
serving Mr. Modi well in his first
months in office.

Playing Japan and China
against each other will be one of
the big opportunities of his tenure
in office. If he gets it right, he
could end up with the investment
he desperately needs to succeed,
as well as the additional security
that India craves.

So far, he’s making the right
moves. He came away last week
from Japan, his first overseas visit
to a major country as prime
minister, with a pledge of almost
$35 billion in investment over five
years and an enhanced “special”
strategic and global partnership
between India and Japan.

That could translate into sales
of Japanese military technology
for a country that has the only
active land-border dispute with
China.

Later this month, Mr. Modi will
host Chinese President Xi Jinping
in New Delhi. Expect eye-catching
investment proposals from the
Chinese side, too. When they met
a few weeks ago at a summit of
Brics countries—Brazil, Russia,
India, China and South Africa—
Mr. Xi told Mr. Modi that “China
and India are long-lasting
strategic and cooperative
partners, rather than rivals,” the
Xinhua news agency reported.

Japan and China are jockeying
to upgrade India’s dilapidated
railway network. Japan is offering
its bullet-train technology; China
its own high-speed system.

It’s true that Mr. Abe and Mr.
Modi have a lot in common. They
are strong nationalists, each with
a vision of economic renewal for
their countries that gave them
landslide election victories. And
they get along as well as any two
statesmen in the world. Mr. Modi
is one of only four people whom
Mr. Abe follows on Twitter.

But that won’t necessarily
result in an anti-Beijing axis on
China’s two flanks, even though
Mr. Modi took a veiled swipe at
China by criticizing countries that

CHINA’SWORLD | By Andrew Browne

Narendra Modi, right, and Shinzo Abe warmly embraced in Kyoto on Aug. 30.
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Carwashes Feed Germans’ Love of Autos

Eric Wulf has seen lots of car-
washes but none like the Mr.
Wash here.

“This thing will stand forever,”
the chief executive of the Interna-
tional Carwash Association recalls
thinking while on a trip from Chi-
cago. “There’s more concrete and
steel here than at 10 carwashes in
the U.S.”

The two-story structure needs
to be strong because it can wash
over half a million cars annually.
America’s biggest carwashes han-
dle around 200,000 cars, Mr. Wulf
says.

On Mr. Wash’s upper level, ma-
chines slather a car’s outsides.
Then an army of smiling staff at-
tack lingering water streaks and
interior dirt. Extra buffing lines
will open soon. On the lower level,
fastidious customers can continue
cleaning with free vacuum hoses,
compressed-air guns and special
machines to wash floor mats.

“It’s not polite to talk about
yourself, but I haven’t seen any-
thing like it,” says Mr. Wash Chief
Executive Richard Enning. A few of
his 32 other outlets are almost as
big.

Germans love cars. They also
tend to like things tidy. Now
they’re building temples to clean
cars.

The Stuttgart Mr. Wash is prob-
ably the world’s busiest and most
expensive carwash. It cost roughly
$40 million to build five years ago
and employs about 40 people on a
busy day for cleaning. Drivers can
also tank up or get an oil change.

Mr. Enning wants Mr. Wash to
be the spot for a spotless car in
Stuttgart, the hometown of Mer-
cedes-Benz and Porsche. From afar,
the orange structure with curved
silver protrusions resembles a
glitzy shopping
mall or some
sort of space-
ship.

“A high-
class hotel also
thinks about
the architec-
ture,” says Mr.
Enning, whose
father opened
one of Ger-
many’s first
carwashes in
1964.

Inside, classy
touches include
a man in white gloves who directs
drivers to conveyor belts for ro-
botic sudsing. After that, patrons
can sip complimentary coffee amid
potted plants and the strains of
classical music while teams polish
and vacuum. Staff are even in-
structed on how to fold and refold
wiping cloths so dirt doesn’t move
from one surface to another.

“We like to provide the feeling
of getting a new car out of the fac-
tory,” said branch manager Robert
Kerbler as a tan Skoda wagon
rolled off the line. “A clean car
puts you in a good mood.”

Few things make serious Ger-
man drivers smile like inching
through a foam bath and undulat-
ing scrubbers, said Mr. Kerbler
while watching machines turn a
black Audi white with soap.
“Sometimes I come and just look
at customers’ faces as they go
through.”

Visits start at €6 ($7.77) and
can top €20. Competition among
thousands of smaller carwashes

countrywide keeps the price of a
basic cleaning low and means May-
bach drivers aren’t the only Ger-
mans addicted to carwashing.

“It’s not a class thing,” said
Jens Böhnlein, while washing his
girlfriend’s Mini at the buzzing Mr.
Wash in Frankfurt on a summer
Saturday. The day before he
washed his company-issued Audi.
“Look around—it’s all shiny cars on
the road.”

Josef Marine, washing his black
BMW nearby, said he knows people
who come every few days. “There’s
nothing to do on a Saturday,”
shrugged Mr. Marine, who said he
only washes his car weekly.

Germany’s neighbors manage to
find distractions. “In France, we al-
most never wash our cars,” says
Dominique Fouda, a Bordeaux na-
tive who lives in Cologne. “German

carwashes are
a phenomenon
unto them-
selves.”

They also
get a boost
from authori-
ties who
strictly enforce
bans on home-
washing aimed
at conserving
water and pre-
venting pollu-
tion from de-
tergents.
Drivers with a

more French attitude can receive
notes from neighbors urging clean-
liness.

Best Carwash, an upmarket
German chain, features on its web-
site a video about a Lothario pre-
paring for a rendezvous who finds
his convertible covered in dirt.
When he rings his date’s door, af-
ter a stop at Best, she pushes past
him and kisses his freshly washed
Saab.

Cars in China get washed more
often than ones in Germany, but
mostly by hand, says Johannes
Bulling, investor relations manager
at car-washing equipment giant
WashTec AG.

German carwashes are unusual
for their level of automation, says
Mr. Wulf in Chicago. Many innova-
tions at U.S. carwashes, such as
free vacuums, have come from Ger-
many, he says.

WashTec, based near Munich,
traces its roots to a washing-ma-
chine company founded in 1896—
the same year that Karl Benz pat-

ented the world’s first automobile
near Stuttgart, the company
proudly notes. Another German
company now part of WashTec
patented one of the world’s first
automatic car-washing machines in
1962.

Around the same time, Joseph
Enning discovered carwashes while
living in New York. “There was a
lot of human labor involved,” re-
calls his son, Richard.

Back in Germany, the elder Mr.
Enning opened his first wash in

Düsseldorf and then bought out a
small chain in Hamburg. As Mr.
Wash grew, he frequently returned
to the U.S. seeking innovations.

Abundant cheap labor kept lots
of elbow grease in American car
washing for years, as immortalized
in the 1976 comedy film “Car
Wash,” about poorly paid scrub-
bers in car-obsessed Los Angeles.
But in Germany, labor shortages
after World War II and a love of
machinery accelerated automation.

“Germany is an engineering

country,” says Mr. Bulling at
WashTec.

IMO Car Wash Group, founded
in Germany in 1965 and now the
world’s largest carwash chain with
over 800 outlets globally, boasts it
can wash a car in under two min-
utes. IMO, which was bought re-
cently by a British private equity
group, still builds its machines in
Germany.

Best Carwash, positioned be-
tween IMO and the more premium
Mr. Wash, offers driverless clean-
ing. Motorists can watch their cars
get bathed through portholes from
a parallel hallway. At its flagship
location, not far from Cologne,
amenities include a tropical fish
tank, free espresso using Best
Wash’s custom-labeled beans and a
“Dog Bar” with complimentary dog
food and water.

Mr. Enning aims to stay ahead.
He just remodeled the Nuremberg
Mr. Wash with 80 indoor self-
cleaning stations. His location in
Mannheim is surrounded by grass
and trees.

The Stuttgart location benefits
from high real-estate prices that
deter rivals. It also gets a lift from
locals whose intense hatred of dirt
even draws smirks from other Ger-
mans.

“In Stuttgart,” says Mr. Böhn-
lein of the Frankfurt Mr. Wash,
“people love their cars more.”

BY DANIEL MICHAELS
Stuttgart, Germany

Online>>
Take a video tour of Mr. Wash at
WSJ.com/OffTheWall.

WashTec equipment

The Stuttgart Mr. Wash employs about 40 people and is probably the world’s busiest and most expensive carwash.
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Outside Objects
Downed MH17

Investigators probing the down-
ing of Malaysia Airlines Flight 17
over eastern Ukraine said high-en-
ergy objects struck the Boeing Co.
777 and caused it to break apart in
midair, consistent with the now
widely held view the plane was
brought down by a sophisticated an-
tiaircraft weapon.

Such a weapon would have deto-
nated near the plane, showering it
with shrapnel at close range, but the
investigators’ preliminary report
came to few new conclusions, other
than definitively stating the plane
was shot down.

With little access to the crash
site, investigators relied on analysis
of the plane’s data and cockpit re-
corders, photographs of the wreck-
age and other external sources. In-
vestigators wrote that they found no
technical faults with the plane, and
no sign the pilots sent a distress
call.

What is still unknown—and what
aircraft accident investigators won’t
be able to clear up—is who fired the
missile. Ukraine has accused Rus-
sian-backed militants operating in
the area, while rebels have sug-
gested Ukrainian forces were re-
sponsible. The investigators didn’t
find any Ukrainian fighter planes in
the area to fire such a missile.

Separate from the air-accident
investigation, Dutch officials have
opened a criminal investigation into
the crash, which killed all 298 pas-
sengers and crew aboard, including
193 Dutch citizens. Dutch prosecu-
tors are gathering evidence and
hope to file criminal charges in
Dutch courts.

Heavy fighting in the area of the
crash site and sometimes uncooper-
ative rebels holding the territory
kept investigators mostly away from
the debris and other forensic evi-
dence crucial for such a probe.
Rebel forces failed to seal off the
site in the immediate aftermath of
the crash. Their early, haphazard ef-
forts recovering bodies, picking
through wreckage and allowing un-
fettered access to the site to jour-
nalists and others all would have
degraded the value of any detailed
forensic analysis.

Still, investigators tried several
times to gain access to the crash.
Those efforts were repeatedly
aborted for security reasons.

Instead of access to the wreckage
itself, investigators said they relied
heavily on photographs taken by
Ukrainian and Malaysian counter-
parts in reaching their preliminary

findings. The Ukrainian photos were
taken during “a number of short vis-
its to the site” over the first four
days following the jet’s downing.

Investigators also used a report
prepared by a small Malaysian in-
vestigative team that gained access
to the site before the Dutch govern-
ment was given primary responsibil-
ity for the probe.

The Dutch Safety Board took the
lead role in the probe because of the
large number of Dutch citizens
killed. It still intends to visit the site
of the wreckage “whenever it is pos-
sible to safely conduct further inves-
tigation,” according to the report.

Investigators did have possession
of the plane’s black boxes—devices
used to record and store data and
cockpit information—and were able
to analyze a host of external infor-
mation, including radio communica-
tion, radar and other flight data.

The 34-page report is the first
official publication on the cause of
the tragedy. The probe also involves
representatives from the U.S., U.K.
and International Civil Aviation Or-
ganization.

The pilots’ last communication
with air-traffic controls, involving
routine acknowledgment of a route
change, occurred just a few seconds
before the onboard recorders
stopped working.

The Boeing 777 was brought
down on July 17 while flying at
33,000 feet from Amsterdam to
Kuala Lumpur. The report says three
other jetliners flew over the same
general airspace around the time
Flight 17 went down, but those
crews weren’t able to provide inves-
tigators with relevant information.

Details of air-traffic control
transmissions reveal that personnel
at a Ukraine radar facility tried in
vain for some 16 minutes to contact
Flight 17. Russian controllers had ex-
pected the plane to contact them via
radio just as its crew stopped com-
municating. Checking radar images,
a Russian controller told a Ukrainian
counterpart: “It seems that its tar-
get started falling apart.” Then the
Russian controller said, “we see
nothing.”

Oleg Storchevoi, deputy head of
Rosaviatsia, Russia’s air-safety regu-
lator, told state television Tuesday
that investigators would need to do
more work to ascertain the cause of
the crash and said the probe had
lost valuable time.

Separatist leaders reiterated
Tuesday their denials of any in-
volvement in the crash.

—Margaret Coker
and Gregory L. White

contributed to this article.

BY ROBERT WALL
AND ANDY PASZTOR

A photo from the Dutch report shows Flight 17’s structural damage.
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HEARD ON
THE PITCH

SPORTS

The Mile Is Making a Comeback
It took Taylor Gilland less than

four minutes this February to run a
mile, earning him membership in
one of sport’s most-elite clubs.

The feat made Gilland, an analyst
at Blackstone Group, the athletic
star of the private-equity firm
where marathon and triathlon ac-
complishments are too common-
place to warrant much attention.

By running the mile in 3 minutes
and 58 seconds, the 23-year old
proved that distance isn’t the only
measure of respect for the weekend
warrior. Amid an endurance-athlet-
ics arms race that has pushed com-
petitive distances to beyond 100
miles, an antithetical question is
gaining force: How fast can you run
one mile?

The mile is making a comeback.
Since 1999, the number of mile-
length road races in the U.S. has
more than doubled to 700, accord-
ing to Bring Back the Mile, an orga-
nization devoted to promoting the
distance that once made famous
Roger Bannister, the first man to
run a sub-four-minute mile, and Jim
Ryun, the first high-school athlete
to do so. This Saturday’s Fifth Ave-
nue Mile, a New York Road Runners
event, will host a field of 5,000, up
from 52 at its 1981 debut.

Signing up for these races are
newcomers to running, children, re-
tired marathoners and others eager
to cross a finish line in minutes
rather than hours. Until he ran last
year’s Fifth Avenue Mile, the pride
of Michael Mooney’s running career
was a marathon he ran 30 years ago
and finished in two hours and
thirty-six minutes. At last year’s
Fifth Avenue race he won the 55- to
59-year-old age group with a time of
5:01.

“Most certainly, my mile time ex-
ceeds all personal efforts to this
point,” says Mooney a 58-year old
former pharmaceutical salesman. At
this Saturday’s Fifth Avenue,
Mooney hopes to break five min-
utes.

Amateur runners have been
flocking to longer races for decades.
Enrollment in triathlons, half mara-
thons and marathons has more than
doubled since 1990, according to
Running USA, a nonprofit organiza-
tion dedicated to distance running.

The more-is-better school of ex-
ercise would hold that a single mile
offers skimpy health benefits com-
pared with the 26.2 miles that mar-
athoners traverse. But, a research
paper published in July in the
Journal of the American College of
Cardiology, says milers enjoy the
same mortality-fighting benefits as
marathoners.

The study of 55,137 adults over
a 15-year period found that those
who ran less than an hour a week
lived longer, as did those who ran
more than three hours a week.
Both groups on average lived three
years longer than non-runners.

A small, but growing body of re-
search suggests that the benefits of
endurance athletics may eventually
diminish or disappear for longtime
practitioners.

Evidence is also mounting that

short bursts of intense exercise may
produce fitness benefits equal to
that of sustained endurance work-
outs. A 30 minute workout of 10
minute intervals of intense exercise
and recovery “has been shown to
improve aerobic capacity, skeletal
muscle oxidative capacity, exercise
tolerance and markers of disease
risk,” said a review of exercise re-
search. The review was published
this year in the journal Applied
Physiology, Nutrition and Metabo-
lism.

That’s good news for people who
don’t have time to train for mara-
thons. As a new-hire at Blackstone,
Gilland works far more than a 40-
hour week, often leaving him with
about a half an hour a day to exer-
cise.

He makes the most of it, some-
times running 4 miles on the streets
at a 5:30 pace, other times hitting
the track to sprint shorter distances.
He also runs stairs, swims, lifts
weights and does yoga. Training for
a fast mile requires lung-bursting
sprints.

“It is way more painful than
marathon training,” says Marissa
Isang Smith, 27, who hopes to break
five minutes and win her age group
at this year’s Fifth Avenue Mile. Last

year she finished sixth in her age
group with a time of 5:21.

In a nation where the mara-
thoner long ago became the model
for runners, the revival of the mile
gives public health officials hope for
getting more Americans on their
feet, especially children.

At this year’s running of the
three-year-old Liberty Mile in Pitts-
burgh, children accounted for 219 of
856 total runners. In the past five
years, the American Running Associ-
ation has persuaded schools in 25
states to launch mile runs.

“We’re proving to PE teachers
that even kindergarten children can
run a mile,” says Dave Watts, execu-
tive direction of the association, a
nonprofit public-health agency.

The mile also offers children an
early chance to discover their abili-
ties. At last month’s Liberty Mile,
52-year-old Richard Loeffler started
out thinking that he would pace his
9-year-old son, Barron—who fin-
ished in a speedy 6:55. “I think I
wound up holding him back,” says
Loeffler.

As a competitive distance, the
mile went into decline in the 1980s
when U.S. high schools began run-
ning 1,600 meters—nine meters
short of a mile.

Aiding the comeback of the mile
is that America never made a transi-
tion to the metric system. Only 425
American men have run sub-4-min-
ute miles.

The appeal of that achievement
isn’t lost on elite marathoners, in-
cluding Olympic medalist Meb Ke-
flezighi, winner of this year’s Boston
Marathon.

“If the right opportunity [to race
the mile] comes along at the right
time, he would jump at it,” says
Merhawi Keflezighi, the mara-
thoner’s brother and manager.

Amid a rise in the number of 5-
kilometer races, the public tends to
know only what constitutes a fast
mile and a fast marathon.

“Even when you run a marathon,
people ask, ‘What was your per-mile
pace?’ ” says Todd Straka, a 47-year-
old runner in Boulder, Colo., who is
prouder of his fastest mile at 4:27,
than his fastest marathon.

Chris Pasko, Gilland’s boss at
Blackstone, ran the 3,000 meters in
college. “But the only question peo-
ple ask me is what my mile time
was,” he says.

Mile races can also be kinder to
spectators. “It doesn’t take your
whole day,” says Loeffler, the Pitts-
burgh runner.

BY KEVIN HELLIKER

Michael Mooney, right, hits the finish line to win the 55- to 59-year-old event at the Fifth Avenue Mile Race in 2013.
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It’s good news for people
who don’t have time to
train for marathons.

Schumacher Out of Hospital
To the Delight of His Fans

More than eight months after he
suffered life-threatening head injuries,
former Formula One racing champion
Michael Schumacher left the hospital
to continue recovery at his Swiss
home in Gland, near Geneva.

“Considering the severe injuries he
suffered, progress has been made in
the past weeks and months,” Schu-
macher’s spokeswoman, Sabine
Kehm, said in a news release. “There
is still, however, a long and difficult
road ahead.”

The retired German racing star
suffered a severe head trauma fol-
lowing an accident when he was ski-
ing off-piste near the luxury resort of
Méribel in the French Alps on Dec.
29 last year.

He had slammed his head on a
rock and was airlifted to a hospital in
the nearby town of Moutiers before
being transferred to a larger hospital
in Grenoble as the extent of his inju-
ries became clear.

Schumacher underwent brain sur-
gery twice, was subsequently kept in
an induced medical coma before
gradually waking up. He was then
transferred to a hospital in the Swiss
city of Lausanne in June to continue
his rehabilitation.

The news of his return home trig-
gered an outpouring of joy from his
fans and the motor-racing world in
the social media. Supporters have
sent messages with #KeepFighting-
Michael via Twitter for months.

Schumacher, the eldest son of a
working-class family from outside
Cologne, broke every major record in
Formula One. Between his debut in
1991 and his retirement in 2012, he
won seven world titles, including five
straight from 2000 to 2004. He won
91 races in all, 40 more than anyone
else in the history of the sport.

—Andrea Thomas

Champions League Money
Expected to Rise Next Year

Europe’s top soccer clubs can
bank on getting more Champions
League prize money for the next
three years.

UEFA marketing officials told
European Club Association members
on Tuesday to expect a 30% raise in
Champions League revenues for the
2015-18 commercial sales cycle.

Currently, the competition earns
€1.34 billion ($1.73 billion) annually
from broadcasters and sponsors—
valuing the new deal at about €1.75
billion each year.

The 32 clubs in the group stage
currently share more than €900 mil-
lion in UEFA prize money. Real
Madrid’s €57.4 million share was the
biggest last season.

—Associated Press

HEARD ON
THE PITCH

Agence France-Presse/Getty Images

Michael Schumacher in 2012
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Heading towards a balanced budget
German federal government’s budget deficit fell drastically over the past years.

The Wall Street JournalSource: German finance ministry
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German Chancellor Angela Merkel attends the parliamentary debate of a balanced federal budget in Berlin on Monday.

Amid Headwinds, Berlin
Tries to Balance Budget

BERLIN—Parliament here began
debating Germany’s first balanced
federal budget since 1969 on Tues-
day, seven years after the collapse
of Lehman Brothers sent Europe’s
largest economy into a tailspin and
dashed the government’s previous
attempt at balancing its books.

Yet concern is rising in Berlin
that a budget partly meant as an ex-
ample for more profligate members
of the eurozone could, once more,
face last-minute derailment amid
mounting geopolitical risks and
mixed economic signals in Europe’s
growth engine.

German Finance Minister Wolf-
gang Schäuble, outlining the gov-
ernment’s 2015 fiscal plans in par-
liament Tuesday, admitted
conditions had deteriorated since
Chancellor Angela Merkel’s cabinet
of ministers adopted the federal
budget in June.

“The situation today is very
much different from a few weeks
ago,” Mr. Schäuble told lawmakers,
pointing to the situation in Iraq,
Ukraine, the Middle East and Africa.
“In addition, the European economic
environment is deteriorating. Per-
sisting high deficits and big euro-
zone countries’ poor competitive-
ness and economic weakness are
increasingly a burden on the Ger-
man economy.”

German business sentiment has
deteriorated amid the brewing con-
flict in Ukraine and the European
Central Bank cut interest rates and
announced a fresh monetary stimu-
lus last week to bolster persistently
anemic growth in the currency
union. Germany’s economy con-
tracted in the second quarter, and
the government risks missing its
1.8% growth forecast for this year
despite a batch of more upbeat ex-
port and orders data in recent days.

“The German economy isn’t do-
ing as well as forecast,” said Jens-
Oliver Niklasch, economist with
LBBW. “There is still some fiscal
leeway, but it isn’t as big anymore.”

Berlin remains determined to
write budget history. Economists
say it stands a good chance of suc-
ceeding as long as the international
crises don’t deteriorate further and
Germany avoids a sharp recession.

But the government is facing
powerful headwinds. Politically, it
has come under sustained pressure
from neighboring France and Italy,
as well as the International Mone-
tary Fund and the European Com-
mission, to spend more on public in-
vestment.

Influential news magazine Der
Spiegel called the government’s bal-
anced federal budget goal a “fetish”
when Berlin should be using its fis-
cal margin of maneuver to boost
lackluster investment and consump-
tion at home and joining the ECB in
its efforts to prime more robust
growth in the region.

“An investment program for Ger-
many would be an act of European
solidarity,” Der Spiegel wrote in an
editorial published Monday.

Many economists say the gov-
ernment should focus more on im-
proving Germany’s growth pros-
pects and less on fulfilling what has
become a largely political and sym-
bolic budget goal.

“To be honest, this fetish of a
balanced budget isn’t great,” said
ING DiBa economist Carsten Brzeski.
“An investment program to increase
structural growth is in Germany’s
own interest, regardless of what
France and Italy are calling for.”

Mr. Schäuble stressed Tuesday
that investing more public money
wouldn’t help generate long-term,
sustainable growth and jobs. In-
stead, Berlin was eager to encourage
more private investment, he said.

The fundamentals of Germany’s

economy remain robust. Its strong
labor market with a jobless rate of
around 5% and growing income tax
revenues helped Germany post a
public-sector surplus—including the
federal government, the federal
states and the social-security sys-
tem—of 1.1% of gross domestic
product during the first six months
of the year. The federal government
alone achieved its first first-half
surplus since 1991.

Help has come in part from the
ECB in Frankfurt. The central bank’s
interest rate cuts so far this year
mean the government should spend
much less than the €27.6 billion
($35.6 billion) it has earmarked for
debt-servicing costs in 2014, fore-
casters say.

Despite this, this year’s federal
budget is already slipping. Fiscal ex-
perts in Mr. Schäuble’s own party
admit that Berlin faces unscheduled
spending of up to €1.5 billion on top
of the €6.5 billion deficit penciled
into the 2014 budget.

The fiscal slippage so far this
year and economists’ warnings
about political risks aren’t all bad
news for Mr. Schäuble. They have
provided him and his allies in par-
liament with a strong argument to
fend off international calls for more
spending.

“We haven’t reached our goal
yet,” said lawmaker Norbert Barthle,
the main parliamentary budget ex-
port for Mr. Schäuble’s conservative
party. “We have no new spending
leeway for this year or next.”

BY ANDREA THOMAS

German Firms Feel Fallout
From Sanctions on Russia

BERLIN—German midsize busi-
nesses warned Tuesday that Euro-
pean sanctions against Russia could
cost them precious market share to
companies in Asia.

Many so-called Mittelstand com-
panies—the small-scale yet highly
competitive companies that form
the backbone of Germany’s econ-
omy—are preparing to slash jobs
and investment in Russia in the
wake of the Ukraine crisis, a lobby
group representing German-Russian
business relations said.

“China is the distinct benefi-
ciary” of Europe’s sanctions policy
toward Russia, said Rainer Seele,
president of the German-Russian
Foreign Chamber of Commerce AHK,
adding that sanctions were threat-
ening long-standing economic ties
between Germany and Russia.

Based on a new survey of Ger-
man businesses operating in Russia,
the AHK lobby group said Mittel-
stand companies were being hit
badly by the fallout from sanctions,
particularly in the industrial manu-
facturing sector.

Russian clients were putting or-
ders on hold or turning to China,
South Korea or Japan for products
such as high-tech machinery and en-
gineering systems, it said. The sur-
vey found 11% of German businesses
in Russia noticed their Russian part-
ners were pivoting toward Asia,
while a third said Russian associates
are “cautious” toward the German
companies polled.

The current European Union ban
on exports of some dual-use ma-
chinery and goods to Russian cus-
tomers, as well as financial sanc-
tions, a drop in the ruble and a
credit crunch in Russia, are also
weakening confidence, the AHK
said. More than 70% of companies
deem the economic situation in Rus-
sia as “recessive” or “bad,” and the
AHK predicts that trade between
Germany and Russia will drop to
€65 billion in 2014 ($84 billion)
from €75 billion a year earlier.

Products made by farm machin-
ery company Grimme Landm-
aschinenfabrik GmbH & Co. KG face
dual-use restrictions as they could
be installed in military vehicles and
need the green light from the Ger-
man authorities for export to Rus-
sia.

“Our customers only have two
months for the harvest and quickly
need spare parts for agricultural
machines—every delay is painful,”
said Jürgen Feld, head of marketing

for the Lower Saxony-based com-
pany.

“At the moment we’re getting off
lightly, but it will get difficult for us
if the sanctions last for long,” Mr.
Feld said, adding the company gen-
erates about 10% of its earnings in
Russia.

The survey said 58% of compa-
nies felt the crisis in Ukraine was
weighing on their day-to-day busi-
ness, and a fifth said they would
have to cut jobs in Russia barring an
improvement in the economic situa-
tion. The survey polled 272 German
companies of different sizes operat-
ing in Russia from Aug. 1 to Aug. 31.

The findings echo a study of 700
Mittelstand companies by Ernst &
Young LLP last month that found
about one in five industrial and
commercial Mittelstand businesses
had experienced “negative impacts”
because of the Ukraine crisis. The
accounting firm warned Ukraine-re-
lated uncertainty was increasingly
“costing trust and putting the
brakes on investment” for the Mit-
telstand.

The companies polled by AHK
took a dim view on the political effi-
cacy of sanctions, with 78% judging
them not to be effective. The Ger-
man government has maintained its
support for sanctions.

Polls indicate voters more
broadly support the government’s
line: more than half of Germans
back stronger economic sanctions
against Russia, even if that means
Germany’s economy will suffer, ac-
cording to a recent survey by re-
search institute Forschungsgruppe
Wahlen for broadcaster ZDF.

The survey of 1,179 people also
found 72% of Germans were “very
worried” about Russian President
Vladimir Putin’s policies. The poll
was conducted between Sept. 2-4
and has a margin of error of plus or
minus three percentage points.

While German Chancellor Angela
Merkel favors a diplomatic solution
to the Ukraine crisis and has
broached the idea of loosening eco-
nomic sanctions against Russia
eventually, she insists Moscow must
first show concrete evidence that it
is supporting the peace plan for
war-torn eastern Ukraine agreed by
negotiators last week.

“We want to see actions. The
plan alone isn’t enough. When it’s
implemented, then we can talk
about lifting sanctions,” Ms. Merkel
said early Tuesday in an interview
with RBB-Inforadio.

—Christian Grimm
contributed to this article.

BY HARRIET TORRY

Norway to Rent Dutch Jail Cells

OSLO—Norway plans for con-
victs to serve their time in Dutch
prisons amid a lack of domestic de-
tention capacity, after Sweden re-
cently declined a similar request,
the Norwegian government said.

“We inherited a challenging situ-
ation from the [previous] govern-
ment,” Norway’s Minister of Justice
and Public Security Anders Anund-
sen said late Monday.

“To achieve a much-needed ex-
pansion of prison capacity in the
short term, we’ve started talks with
Dutch authorities on renting prison
capacity in the Netherlands,” he
said.

The Dutch government said it
reached a preliminary agreement
with Norway regarding the leasing

of some of its excess detention ca-
pacity. It said Norwegian rules
would have to apply and a Norwe-
gian prison governor would preside
over the prisoners.

The two countries must conclude
a treaty to begin such cooperation,
which has been done before, the
Dutch government said. About 550
Belgian prisoners served their sen-
tences in the Dutch Tilburg Peniten-
tiary following a 2009 treaty be-
tween the Netherlands and Belgium.

Sweden earlier this year declined
a request from Norway to lease
prison capacity, as Swedish law
doesn’t permit such cooperation.

Convicts in Norway often have to
wait for detention capacity to be-
come available, with 1,300 people
currently waiting to serve their sen-
tences.

BY KJETIL MALKENES HOVLAND
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I’m Awake, So Why Aren’t You?
Couples Who Keep Different Sleep Schedules Can Expect Conflict—and Learn to Cope

T.J. Roberts is an early-to-bed,
early-to-rise kind of guy. Often,
he’s in bed by 9 p.m. and up be-
fore dawn to hike, run or go fish-
ing.

His wife, Morgan, often stays
up working past midnight on
weekdays. Then she hits snooze
repeatedly until 7:40, when she

crawls out of
bed to get the
children to
school. On

weekends, she sleeps until 11.
(Now that she is expecting the
couple’s third child, she says this
remains her pattern, unless she is
too tired to stay up late.)

Over the years, Mr. Roberts has
developed a series of strategies
for getting his wife out of bed ear-
lier. He’ll yank the pillow out from
under her head, set a cup of
freshly-brewed coffee on her
nightstand, yell from the kitchen
to ask if she wants chocolate chips
in her pancakes and even tell their
4-year-old, “Mommy really wants
to be tickled right now.”

If all else fails (and only when
she isn’t expecting), he does “the
steamroller”: He gets on top of
her and rolls from side to side un-
til she gets up. “She’s my best
friend,” says Mr. Roberts. “When I
go hiking or fishing, I would love
to have her come with me.”

Many studies have found mar-
ried people generally have health-
ier sleep than single people, with
fewer problems like insomnia. Ex-
perts think couples tend to have
more stable sleep-wake routines
and help co-regulate each other.

But what about couples with
out-of-sync sleep schedules? Re-
searchers found spouses who go
to bed at different times report
significantly less relationship sat-
isfaction than those on the same
schedule. They have more conflict,
spend less time in shared activi-
ties and serious conversation, and
have sex less frequently than cou-
ples with similar sleeping sched-
ules.

Which comes first, though—
mismatched sleep, or poor rela-
tionship quality? The answer
might depend on whether you are
a man or a woman.

In a 2010 study, published in
the journal Psychosomatic Medi-
cine, University of Pittsburgh re-
searchers followed 29 heterosex-
ual couples for a week, looking at
their sleep quality at night and
their relationship satisfaction in
the day. The couples kept sleep di-
aries and wore motion-sensitive
wrist devices, and they assessed
interactions with their spouses up
to 6 times a day using digital
palm devices.

The researchers found men re-
ported more relationship satisfac-
tion after a night of sleeping well,
while women slept better at night
after a day of reporting higher re-
lationship satisfaction. Also,
women reported less relationship
satisfaction after a night when
they and their partner went to
bed at different times. “Women
are more sensitive to the highs
and lows of relationships, so
women show a link between rela-
tionship functioning and sleep,”
says Wendy Troxel, a clinical psy-
chologist, behavioral and social
scientist at Rand Corp. and a co-

author of the study. “For men,
sleep has an effect on their func-
tioning, so that affects their rela-
tionships.”

In a yet-to-be-published study,
Dr. Troxel and colleagues found
that when women reported higher
relationship satisfaction, they
were more likely to have been
asleep at the same time as their
partner the night before, almost
down to the minute. This effect
wasn’t true for men.

The findings beg a question: If
you and your partner sleep at dif-
ferent times, should you try to
sync up?

Experts say partners often
share the same sleep pattern. Peo-
ple tend to pair up with others on
the same schedule, perhaps as a
matter of opportunity: Early birds
aren’t often in bars after mid-
night, nor are many night owls in
the gym at dawn. The tendency to
share sleep schedules is indepen-
dent of the length of the relation-
ship—meaning it isn’t as if one
partner adjusts to be like the
other.

In fact, it really isn’t easy to
change your innate sleep rhythm,
experts say. Circadian preferences
are genetically driven, in part, so
change would be stressful for both
the individual and the relation-

ship—and very difficult to accom-
plish without professional help, if
you are at one extreme or the
other. Most of us can adjust our
sleep a bit based on need, such as
to get up early for work. But this
doesn’t mean we’ll get the optimal
amount of sleep.

Couples who have mismatched
sleep schedules—and a lot of
problem-solving skills—can
achieve relationship satisfaction,
research has found.

If differing sleep patterns are a
source of conflict, partners can
start by asking whether simple
steps, like minimizing noise and
light while the other is asleep, will
help. Experts offer a surprising
next step: Try sleeping separately.

But first, Dr. Troxel cautions,
be sure to have a conversation
about why you think this might be
best. “Some couples end up sleep-
ing apart out of desperation, be-
cause one partner is not sleeping
at all. But there is no conversation
involved,” she says. “When that
happens, the other partner may
feel abandoned.” Base your deci-
sion on what works best for you
as a couple, not what family mem-
bers or friends think.

Dr. Troxel says it is important
to discuss physical intimacy and
plan how you will avoid losing it,

if you decide to sleep apart. “It’s
the time that you are awake to-
gether in bed that might be more
important than the time you are
asleep,” she says.

Remember that cuddling and
pillow talk are important. “Don’t
sacrifice the quality couple time
before bed,” Dr. Troxel says. Many
couples find time in bed is the
only time they have to talk alone.
Come up with a plan for when
you’ll spend time together in bed,
including when you’ll have sex.
Physical closeness, even without
sex, stimulates the hormone oxy-
tocin, which reduces stress and
promotes bonding. So go to bed
together once in awhile, even if
just to catch up and be together.

After one too many 7 a.m. pan-
cake breakfasts, Ms. Roberts pro-
posed a compromise: On Satur-
days, her husband gets to wake up
early and do whatever he wants.
Often, he takes a long hike and
then runs errands. She gets up
with the children, and the family
eats lunch together at their home
in Southbury, Conn.

On Sundays, Ms. Roberts sleeps
late. Her husband gets up early
but stays home to take care of the
children. “I get to come down-
stairs whenever I see fit,” says
Ms. Roberts, 30, a children’s-cloth-

ing designer. Typically, she ap-
pears around noon.

The couple says they sleep
apart most nights, she in the bed-
room, he on the family-room
couch. Ms. Roberts hated waking
her husband up when she came to
bed late. “And I just couldn’t deal
with his alarm going off at 5 a.m.
and him rummaging with every-
thing,” she says.

“My background tells me that’s
wrong to do,” says Mr. Roberts,
36, a high school special-educa-
tion teacher. “But the way our day
and personalities work, things just
work out better.” They say their
sex life is active and spontaneous.
“Whatever, whenever,” Ms. Rob-
erts says.

The spouses say they feel they
balance each other out. Mr. Rob-
erts says he has become more
flexible, and Ms. Roberts says she
has become more productive.

“If I married someone who was
not a morning person, I think I
would be half as productive,” she
said. “I would never get up to
catch the sunrise or be at the
beach in the morning.”

Write to Elizabeth Bernstein at
elizabeth.bernstein@wsj.com or
follow her column on Facebook
and Twitter at EBernsteinWSJ.

BY ELIZABETH BERNSTEIN

SundayMorning Compromise
Morgan and T.J. Roberts, right, sleep
on different schedules. On Sundays,
Mr. Roberts gets up early with the
children, Soleil, age 6, and Kingston,
age 4, whomay try to wake upMom,
top left. They pick herbs, above, make
pancakes, left, and the family eats
breakfast around 11 a.m. at home in
Southbury, Conn.

Dueling Routines
Most weekdays,Ms. Roberts stays up late and sleeps until
about 7:40.Mr. Roberts is early to bed, early to rise.

Ms. Roberts Mr. Roberts

Ju
lie

Bi
dw

el
lf
or

Th
e
W
al
lS

tr
ee
t
Jo
ur
na
l(
5)

BONDS: ON
RELATIONSHIPS



THEWALL STREET JOURNAL. Wednesday, September 10, 2014 | 5

EUROPE NEWS

Russia Pushes Ukraine on Peace Talks
MOSCOW—Russia urged Kiev on

Tuesday to open talks quickly with
rebels on what will become of areas
held by separatists in eastern
Ukraine, a crucial issue that remains
unresolved days after a cease-fire
took hold.

Russian President Vladimir Putin
and his Ukrainian counterpart Petro
Poroshenko discussed the cease-fire
Tuesday as well as economic issues in
their second phone call in two days.

The Kremlin said Mr. Putin “con-
firmed the Russian Federation’s
readiness to continue to promote a
peaceful resolution of the crisis.” Mr.
Poroshenko’s office confirmed the
call and said they discussed a range
of questions connected with the
cease-fire. Neither side elaborated.

Earlier in the day, Russian For-
eign Minister Sergei Lavrov called
for talks to begin soon on the ques-
tion of how much autonomy rebel-
held areas in the Donetsk and Lu-
hansk regions of eastern Ukraine,
along the Russian border, will gain
under the peace plan.

Both the Ukrainian government
and the separatists said the cease-
fire was generally holding despite
mutual accusations of scattered vio-
lations. Mr. Lavrov also said the
cease-fire was holding “in general.”

Five Ukrainian servicemen have
been killed and 33 injured since the
cease-fire came into effect Friday
night, a Ukrainian defense official said.

Occasional shelling continued in
the east, with a woman injured over-
night in the rebel-held city of Do-

netsk and the situation there still
tense, the city council said.

Mr. Poroshenko is under pressure
to cede central authority over rebel-
held territory after his military suf-
fered losses on the battlefield at the
hands of what the West says was a
Russian incursion.

A presidential adviser reiterated
a proposal that the rebel-held terri-
tory—which covers around a third of
the two regions—could be given a
special status allowing temporary

self-rule while remaining part of
Ukraine.

A rival party in Kiev called the
proposal “nothing more than an at-
tempt to prepare” Ukrainians to give
up territory in “virtual surrender to
the Russian aggressor.”

Andrei Purgin, deputy prime
minister of the self-proclaimed Peo-
ple’s Republic of Donetsk, stood by
the rebel demand for independence.

In a further sign of progress on
the protocol signed in the Belarusian

capital of Minsk, prisoner exchanges
are getting under way, although
there were conflicting accounts of
their progress.

On Monday, Ukraine’s presiden-
tial spokesman Svyatoslav Tsegolko
said 648 Ukrainian prisoners had
been released so far and another
group of 500 was up for release by
the rebels, without giving a time
frame. Mr. Purgin told the Interfax
news agency that exchanges were
about to get under way with 36 pris-

oners from each side.
The Kremlin statement said also

that work was continuing to “resolve
questions” arising from a trade pact
Ukraine has signed with the Euro-
pean Union that Moscow strongly
opposes.

Mr. Poroshenko has pledged to
send it to parliament for ratification
later this month. Russia has banned
some imports from Ukraine and
threatened further sanctions if Kiev
ratifies the deal.

BY OLGA RAZUMOVSKAYA

A woman points to damage at her building Tuesday in the rebel-held city of Donetsk. Despite occasional shelling, both sides said last week’s truce was holding.
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Poland’s PrimeMinister
Resigns to Take EU Job

WARSAW—Polish Prime Minister
Donald Tusk submitted his cabinet’s
resignation Tuesday ahead of his de-
parture to Brussels for a top Euro-
pean Union post, a move that will
leave a void in the leadership of the
ruling party a year before national
elections.

“I handed in the papers,” Mr.
Tusk said after a meeting with Po-
land’s president, Bronislaw Ko-
morowski.

A smooth transition in the EU’s
largest emerging economy is ex-
pected after current Sejm speaker,
Ewa Kopacz, was picked to succeed
Mr. Tusk by the center-right coali-
tion government, which has a slim
but reliable majority in the Sejm, or
lower house of parliament.

The president is likely to accept
the cabinet’s resignation on Thurs-
day and appoint her as prime minis-
ter-designate, according to his press
office. She then will have two weeks
to form a new cabinet, which will
have another two weeks to win a
vote of confidence from the Sejm.

Ms. Kopacz, previously health
minister in Mr. Tusk’s cabinet, is set
to become the second woman to
head the government since the col-
lapse of communism in Poland in
1989.

Mr. Tusk has been a towering fig-
ure in Poland’s politics, but he is
leaving with his Civic Platform party
trailing behind the more conserva-
tive Law and Justice party in opin-
ion polls.

The prime minister navigated his
administration as well as his party
through several crises since first
taking office in 2007, surviving with

flexible policies that sometimes con-
tradicted election promises, skillful
public relations and lucky breaks. In
2011, he became the first leader in
recent history to be re-elected.

His successor will inherit a party
stitched together from factions that
often compete internally. A neocon-
servative splinter group left last
year amid conflicts over policy.

The conservative opposition is
led by a combative former prime
minister, Jaroslaw Kaczynski.

The biggest challenges to the
economy will come from abroad.

Data released Tuesday showed
Poland’s exports rising 5.5% in euro
terms in the first seven months of
this year compared with the corre-
sponding period of 2013, driven
mostly by healthy increases in trade
with Germany, the largest partner.

But exports to Russia fell 10.5%
with that expected to accelerate af-
ter the EU and the Kremlin issued
reciprocal sanctions amid the sepa-
ratist conflict in eastern Ukraine,
which the West has said is fanned by
Russia.

Poland relies even more on im-
ports of oil and natural gas from its
eastern neighbor.

Other faces running the Polish
government also will change as a re-
sult of Mr. Tusk’s move to Brussels,
where he will become president of
the European Council, which com-
prises the EU national leaders.

A recent wiretapping scandal put
strains on the image of several cabi-
net members, while Mr. Tusk is tak-
ing with him his most senior minis-
ter, Elzbieta Bienkowska, who will
swap her position as Poland’s infra-
structure minister for a seat in the
European Commission.

BY PATRYK WASILEWSKI
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Major players & benchmarks

Credit derivatives
Spreads on credit derivatives are oneway themarket rates
creditworthiness. Regions that are treading in roughwaters
can see spreads swing toward themaximum—and vice versa.
Indexes beloware for five-year swaps.

Markit iTraxx Indexes SPREADRANGE, in pct. pts.
Mid-spread, sincemost recent roll

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

Europe: 21/1 0.56 102.08% 0.01% 0.81 0.55 0.65

Eur. HighVolatility: 20/1 0.66 101.42 0.01 1.11 0.66 0.81

EuropeCrossover: 21/1 2.30 111.84 0.05 3.11 2.19 2.59

Asia ex-Japan IG: 21/1 0.90 100.47 0.01 1.13 0.90 1.02

Japan: 21/1 0.57 102.03 0.01 0.72 0.57 0.65

Note: Data as of September 8

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

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

PERCENTAGEOFTOTALREVENUE
Revenue, Equity Debt Mergers&
inmillions share capitalmarkets capitalmarkets acquisitions Loans

Nomura $471 22.5% 68% 21% 11% ...

Mizuho 323 15.5 32 39 8 20%

SumitomoMitsui Financial Group 263 12.6 48 25 13 14

MorganStanley 260 12.5 45 31 24 ...

DaiwaSecurities 222 10.6 63 30 7 ...

GoldmanSachs 101 4.9 47 16 38 ...

BankofAmericaMerrill Lynch 64 3.1 44 34 20 2

Mitsubishi UFJFinancial Group 56 2.7 ... 33 14 53

JPMorgan 43 2.1 18 28 42 12

Source: Dealogic

Tracking
credit
markets &
dealmakers

Dow Jones Industrial Average P/E: 16
LAST: 17013.87 t 97.55, or 0.57%
YEAR TO DATE: s 437.21, or 2.6%
OVER 52WEEKS s 1,822.81, or 12.0%

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

Previous
close, in STOCK PERFORMANCE

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

Lloyds Banking Group PLC United Kingdom Banks 149,996,364 73.25 1.45% -7.1% -4.6%

Novartis AG Switzerland Pharmaceuticals 3,928,745 87.85 0.92 23.4 24.9

Standard Chartered United Kingdom Banks 3,651,769 1,243 0.61 -8.6 -14.6

Diageo United Kingdom Distillers & Vintners 3,207,719 1,829 0.52 -8.6 -7.3

ABB Switzerland Industrial Machinery 13,644,379 21.56 0.47 -8.2 2.9

Banco Bilbao Vizcaya Argn Spain Banks 21,686,113 9.57 -1.57% 8.0 28.1

Banco Santander S.A. Spain Banks 31,093,196 7.75 -1.52 22.7 45.5

INGGroep Netherlands Life Insurance 10,004,668 10.89 -1.27 7.8 27.9

BNPParibas France Banks 2,890,921 53.33 -1.24 -5.9 7.7

Schneider Electric SE France Electrical Components & Equipment 942,164 65.02 -1.11 2.6 5.6

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

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

Barclays 31,579,026 225.90 0.44% -16.9% -24.6%
United Kingdom (Banks)
Vodafone Group 32,624,966 206.25 0.39 -15.9 -5.3
United Kingdom (Mobile Telecommunications)
Sanofi SA 2,548,830 86.10 0.38 11.6 18.1
France (Pharmaceuticals)
GlaxoSmithKline 9,192,664 1,438 0.38 -10.8 -12.3
United Kingdom (Pharmaceuticals)
RocheHolding Part. Cert. 836,899 271.60 0.26 9.0 15.4
Switzerland (Pharmaceuticals)
Rio Tinto 4,326,871 3,224 0.25 -5.4 3.0
United Kingdom (GeneralMining)
AstraZeneca 1,230,909 4,578 0.12 28.1 46.9
United Kingdom (Pharmaceuticals)
Tesco 20,449,422 233.15 0.11 -30.3 -36.5
United Kingdom (Food Retailers &Wholesalers)
Siemens 1,473,938 98.06 0.02 -1.2 11.4
Germany (Diversified Industrials)
Anheuser-Busch InBev 1,265,198 86.34 -0.01 11.8 20.1
Belgium (Brewers)
Reckitt Benckiser Grp 513,576 5,355 -0.09 11.7 22.7
United Kingdom (Nondurable Household Products)
Financiere Richemont 849,346 88.40 -0.11 -0.5 -4.3
Switzerland (Clothing & Accessories)
Deutsche Telekom 5,677,645 11.73 -0.13 -4.7 21.9
Germany (Mobile Telecommunications)
Zurich Insurance Group 234,539 280.20 -0.21 8.4 19.0
Switzerland (Full Line Insurance)
Moet Hennessy Louis Vuitt 536,721 135.95 -0.22 2.5 -1.7
France (Clothing & Accessories)
Allianz SE 804,880 133.30 -0.22 2.3 17.0
Germany (Full Line Insurance)
Bayer 1,193,181 105.35 -0.24 3.3 26.2
Germany (Specialty Chemicals)
HSBCHldgs 12,690,970 660.50 -0.24 -0.3 -5.8
United Kingdom (Banks)
Nestle 2,820,972 71.45 -0.28 9.4 17.3
Switzerland (Food Products)
Telefon L.M. Ericsson B 7,854,045 89.65 -0.33 14.2 2.0
Sweden (Telecommunications Equipment)

Latest,
in local STOCK PERFORMANCE

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

British American Tobacco 1,357,911 3,595 -0.36% 11.0% 8.7%
United Kingdom (Tobacco)
L'Air Liquide 448,414 98.20 -0.39 -4.5 -2.6
France (Commodity Chemicals)
BPPLC 31,743,908 466.85 -0.39 -4.3 5.1
United Kingdom (Integrated Oil & Gas)
BGGrp 3,860,646 1,203 -0.46 -7.3 -1.2
United Kingdom (Integrated Oil & Gas)
National Grid 4,921,524 909.50 -0.55 15.4 23.4
United Kingdom (Multiutilities)
ENI 11,790,604 19.15 -0.57 9.5 10.4
Italy (Integrated Oil & Gas)
BASF 1,944,360 77.49 -0.59 ... 11.7
Germany (Commodity Chemicals)
UBS 7,070,671 16.38 -0.61 -3.2 -13.0
Switzerland (Banks)
Deutsche Bank 5,096,968 26.96 -0.65 -22.3 -22.5
Germany (Banks)
AXA 4,893,648 19.20 -0.65 -5.0 9.6
France (Full Line Insurance)
Unilever 2,250,790 2,710 -0.66 9.2 11.2
United Kingdom (Food Products)
Credit Suisse GroupAG 4,137,828 25.54 -0.66 -6.3 -8.5
Switzerland (Banks)
Total 3,432,644 50.50 -0.67 13.4 19.8
France (Integrated Oil & Gas)
Daimler 2,285,551 64.46 -0.74 2.5 14.8
Germany (Automobiles)
Glencore PLC 24,339,299 366.00 -0.76 17.0 13.9
United Kingdom (GeneralMining)
SAP 1,987,971 60.10 -0.92 -3.5 9.9
Germany (Software)
Royal Dutch Shell A 2,892,641 2,413 -0.99 11.5 17.6
United Kingdom (Integrated Oil & Gas)
Unilever CVA 4,552,896 32.04 -0.99 9.4 13.2
Netherlands (Food Products)
BHPBilliton 7,165,778 1,872 -1.00 0.2 -1.8
United Kingdom (GeneralMining)
Telefonica S.A. 8,727,632 12.25 -1.01 3.5 13.4
Spain (Fixed Line Telecommunications)

Sources: SIX Financial Information

DJIA component stocks
Volume, CHANGE

Stock Symbol inmillions Latest Points Percentage

AT&T T 13.3 $34.60 –0.41 –1.17%
AmExpress AXP 3.3 87.77 –1.16 –1.30
Boeing BA 3.3 128.22 0.24 0.19
Caterpillar CAT 2.3 107.43 –0.48 –0.44
Chevron CVX 5.5 124.92 –1.29 –1.02
CiscoSys CSCO 14.9 24.82 –0.13 –0.50
CocaCola KO 10.0 41.91 0.13 0.31
Disney DIS 3.9 89.56 –1.00 –1.10
DuPont DD 2.4 65.26 –0.10 –0.15
ExxonMobil XOM 6.8 97.33 –0.44 –0.45
GenElec GE 18.4 25.88 –0.20 –0.77
GoldmanSachs GS 2.2 177.40 –2.71 –1.50
HomeDpt HD 7.0 88.93 –1.89 –2.08
Intel INTC 15.5 34.89 –0.44 –1.24
IBM IBM 2.0 189.86 –0.28 –0.15
JPMorgChas JPM 13.0 59.01 –0.88 –1.48
JohnsJohns JNJ 4.5 103.72 –0.33 –0.32
McDonalds MCD 8.3 91.06 –1.44 –1.56
Merck MRK 5.9 60.59 –0.46 –0.76
Microsoft MSFT 35.4 46.70 0.23 0.49
NikeB NKE 3.6 81.83 –0.57 –0.69
Pfizer PFE 16.4 29.14 –0.26 –0.88
ProctGamb PG 4.4 83.01 –0.31 –0.37
3M MMM 1.4 144.39 –0.50 –0.35
TravelersCos TRV 1.4 92.86 –0.41 –0.44
UnitedTech UTX 1.8 108.63 0.03 0.03
UtdHlthGp UNH 3.4 88.51 0.60 0.68
Verizon VZ 11.6 48.86 –0.67 –1.35
VISAClA V 1.4 214.20 –1.57 –0.73

WalMart WMT 4.8 76.72 0.19 0.25

Source: WSJ Market Data Group

Credit-default swaps: European companies
At itsmostbasic, thepricingofcredit-defaultswapsmeasureshowmuchabuyerhastopaytopurchase-and
howmuch a seller demands to sell-protection from default on an issuer's debt. The snapshot below gives a
sensewhichway themarketwasmoving yesterday.

Showing the biggest improvement...
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Alliance Leicester 54 –4 –14 –17

Contl 60 –4 –8 –22

Cr LYONNAIS 55 –2 –6 –18

SocieteGenerale 63 –2 –7 –25

ABElectrolux 69 –2 –2 7

Unilever 25 –1 –1 –2

ONOFin II 36 –1 –1 –8

Gov CoBk Irlnd 159 –3 –9 –25

Inv 55 –1 –1 –1

RENTOKIL INITIAL 64 –1 –3 –10

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Royal Bkof Scotland 81 6 10 –2

LLOYDSBK 60 4 3 –6

ABVolvo 81 3 –3 –11

BkOFSCOTLAND 45 2 1 –1

BarclaysBk 56 2 –2 –13

HSBCBk 44 1 –2 –10

HSBCHldgs 52 1 –1 –10

AngloAmern 109 2 –3 –26

Aviva 63 1 –3 –14

ARDAGHPACKAGINGFIN 396 7 6 –68

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
Europe and Asia. To sign up, go to WSJ.com/Email.

Below, a look at the Dow Jones Stoxx
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U.S. NEWS

Tracking ISIS Westerners Hits Snags
U.S. DisagreesWith U.K. Move to Revoke Passports, Saying TheyWant to Talk to Suspects, Not Scare Them Away

WASHINGTON—An urgent U.S.
counterterrorism effort to track
Westerners who join extremist
groups in Syria and Iraq is running
into complications amid differing in-
ternational approaches to informa-
tion sharing and domestic security.

In recent months, officials on
both sides of the Atlantic have pre-
dicted that the West will face a dire
threat from U.S. and European citi-
zens joining groups like Islamic
State and Nusra Front, an al Qaeda
affiliate, and then returning to the
West to launch terrorist attacks.

U.S. counterterrorism officials
have developed an extensive intelli-
gence-sharing operation with Euro-
pean security services, which have
established their own task force
aimed at combating the threat from
citizens who join extremist groups.
Intelligence on potential extremists
from both the U.S. and Europe goes
into a designated part of the Na-
tional Counterterrorism Center’s da-
tabase, known as TIDE, which feeds
U.S. watch lists like the no-fly list.

But U.S. officials say they still
don’t have as clear a window as
they would like into the movement
of people once they get to certain
European countries. One U.S. law-
enforcement official described the
effort as a “work in progress.”

“There’s significant concern
about the idea that some of these
individuals may try to travel back to
the West, using the Western pass-
ports, and carry out acts of violence
or engage in terrorism here,” White
House press secretary Josh Earnest
said Monday.

Security concerns about foreign
fighters returning from Syria have
also produced rare disagreement be-
tween U.S. and U.K. counterterror-
ism officials over Britain’s move to
potentially revoke passports of citi-
zens who have gone to fight.

British Prime Minister David
Cameron has called for a “targeted,
discretionary power to allow us to
exclude British nationals from the

U.K.’’ But such measures go against
the goals of many U.S. counterter-
rorism officials, who would rather
draw such individuals in to be ques-
tioned than scare them away.

The disparate approaches
threaten to further complicate an al-
ready tough task, as the U.S. and
Europe try to identify foreign fight-
ers who hold Western passports. At-
torney General Eric Holder has said
about 100 Americans and 1,000 Eu-
ropeans are overseas fighting for
various groups in the region.

Mr. Holder said Thursday that
the Justice Department is “doing ev-
erything that we can” to make sure
that individuals intent on helping Is-
lamic State are “monitored and held
accountable.”

The Obama administration’s han-
dling of any domestic threat from
Islamic State and other groups is
likely to come in for congressional
scrutiny in the next two weeks, with

House and Senate panels both set to
question top counterterrorism offi-
cials. The questions surrounding
how to handle foreign fighters
aren’t new for Western countries—
they have faced similar issues with
Westerners traveling to Somalia,
Pakistan, Afghanistan and Yemen,
officials said.

The volume of foreign fighters in
Syria, however, raises the stakes for
all concerned, as does the ease with
which many of those fighters can
slip across the border into Turkey
and be at Europe’s doorstep, they
said. “The threat they pose to the
U.S. is primarily in Iraq,” Matthew
Olsen, director of the National
Counterterrorism Center, recently
told reporters. “The threat is quite
immediate for the Europeans.”

The U.S. has increased pressure
on European countries to overcome
their historical resistance to sharing
information on their own citizens.

U.S. officials have sought informa-
tion such as lists of passengers on
flights, which would allow them to
track when a suspected extremist
might be traveling to Syria.

“While the relationship between
the U.S. and the U.K. remains
strong, and information sharing
with other nations is improving,
there is much more that can be
done,” said Rep. Michael McCaul (R.,
Texas), chairman of the House
Homeland Security Committee. “I
call on our international partners—
especially our NATO ally, Turkey—to
increase border controls, internal
enforcement and information shar-
ing,” he said.

Some European countries have
moved in the U.S.’s direction.
France, for example, has made high-
profile arrests of people trying to
travel to Syria. French lawmakers
are set to debate a law giving the
government new powers next week,

Interior Minister Bernard Cazeneuve
said Monday.

Meanwhile, some U.S. officials
say European cooperation has im-
proved greatly in recent months as
counterterrorism agencies overseas
have come to grips with the magni-
tude of the threat.

“We’re pushing on an open
door,” said Nick Rasmussen, deputy
director of the National Counterter-
rorism Center.

Still, there have been unforeseen
hurdles, such as the U.K.’s move to
revoke passports. The U.S. objects to
such a move because the overall
goal, as described by one American
official, is to get those who have
traveled to Syria to speak with U.S.
or European investigators and pro-
vide information about what is hap-
pening on the ground there. If those
people are scared away from trying
to come home, potentially valuable
intelligence could be lost, the offi-
cial said.

The point, as expressed by an-
other official, is to get foreign fight-
ers to “come in from the cold.’’ That
doesn’t mean letting them board an
airplane, but rather stopping them
for questioning at an airport to see
what authorities can learn about
their experiences in Syria.

U.S. counterterrorism officials
have shared these concerns with
their U.K. counterparts, according to
American officials.

Another key challenge facing
Western intelligence agencies is de-
termining whether those who went
to Syria did so to fight or to provide
humanitarian assistance. U.S. coun-
terterrorism officials say even de-
termining someone’s initial motives
isn’t enough—they also must deci-
pher whether individuals went with
peaceful intentions, then joined the
fight later, or the reverse.

—Siobhan Gorman
contributed to this article.

BY ANDREW GROSSMAN
AND DEVLIN BARRETT

Attorney General Eric Holder has said about 100 Americans and 1,000 Europeans are fighting overseas.
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Poll: Almost Two-Thirds Back Attacking Militants
Almost two-thirds of Americans

say it is in the nation’s interest to
take military action against the mili-
tant group known as Islamic State, a
new Wall Street Journal/NBC News
poll finds, with most backing air-
strikes and a third saying combat
troops should be deployed.

The findings suggest President
Barack Obama will be addressing a
newly hawkish American public
when he lays out his plans to com-
bat Islamic State, also known as ISIS
and ISIL, in a nationally televised
speech Wednesday.

The poll found that 61% of partic-
ipants saw it in the nation’s interest
to attack ISIS, including 34% who
were willing to commit U.S. ground
troops. That suggests a shift from
the war weariness reflected in sur-
veys earlier this year, which showed
a growing desire for the U.S. to re-
treat from world affairs as turmoil
reigned in Ukraine, Gaza, Syria and
beyond.

Last year, after Mr. Obama ac-
cused the Syrian government of us-
ing chemical weapons, only 21% said

it was in the U.S. interest to take
military action.

The president has “a country and
an electorate, regardless of party,
who seems to be ready to take the
next step,” said Fred Yang, a Demo-
cratic pollster who conducted the
survey with GOP pollster Bill McIn-
turff.

Mr. Obama met with congressio-
nal leaders Tuesday to preview his
strategy in advance of the speech.
Administration officials say he is
considering a major expansion in the
scope of U.S. airstrikes in Iraq to
target the logistics hubs and supply
lines of militant forces.

Mr. Obama heads into the speech
in a position of weakness: Approval
of his handling of foreign policy has
hit a new low—32%—and poll partic-
ipants by large margins see Republi-
cans as better able than Democrats
to ensure national security and con-
duct foreign policy.

Moreover, Mr. Obama has pre-
sided over a significant decline in
confidence in U.S. security: The poll
found that 47% believe the country
is less safe than it was before the
Sept. 11, 2001 terrorist attacks—up

sharply from 28% just one year ago.
Now, faced with a heightened

threat from Islamic militants in Iraq
and a public newly willing to re-
spond, Mr. Obama may have a
chance to reassert himself as a
leader, pollsters said.

“The president seems to be con-
trolled by events and not leading

events,” said Mr. McInturff. But with
the public so ready to take military
action against ISIS, he said, “it
might allow him to perhaps use Sep-
tember and October to be a more
strongly perceived figure than he’s
been.”

With the midterm elections only
two months away, the electorate re-
mains much more inward-looking
than in 2006, when the Iraq war was
top of mind. Asked what issues mat-
ter most in their vote for Congress
in November 2014, 64% said domes-
tic issues, up from 43% in 2006.

In recent months, domestic is-
sues have been overshadowed by
crises across the globe—especially
the rapid advance of Islamic State in
Iraq. Mr. Obama has launched air-
strikes to protect U.S. interests, but
has been criticized for not acting
more quickly and decisively—a cri-
tique fueled last week when he said
“we have no strategy yet.”

The survey was taken Sept. 3-7,
just after the beheading by Islamic
State of a second U.S. journalist.

While those surveyed weren’t
asked directly about that event, the
poll found that 94% had heard news

of the two murders, a higher level of
public attention than given to any of
22 news events the Journal/NBC
News survey has tested since 2009.

The news, in some cases, turned
doves into hawks.

“Come on! They are rounding up
people and just killing them,” said
Sara Appleton, 31, a Democrat in
Austin who opposed the Iraq war
and voted twice for Mr. Obama. “I
think we should have intervened
earlier.”

Some 27% of registered voters in
the poll said the U.S. should be more
active in world affairs—up substan-
tially from the 19% in an April sur-
vey, but still a smaller share than
the 40% who said the U.S. should be
less active on the world stage.

Even among those who want a
less active U.S. role, 43% said the
U.S. has a national interest in re-
sponding to ISIS, compared with
25% who saw no national interest.

The hawkish response to ISIS
comes more from Republicans than
Democrats. Still, a majority of Dem-
ocrats—54%—said they believed mil-
itary action against ISIS was in the
national interest.

BY JANET HOOK

WSJ/NBC News Poll
Is military action against Islamic
State in America’s national interest?

Source: WSJ/NBC News telephone poll of 1,000
registered voters conducted Sept. 3–7; margin of
error: +/–3.1 pct. pts.
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Major stock market indexes Stock indexes fromaround theworld, grouped by region. Shown in local-currency terms.

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

EUROPE Stoxx Europe 600 344.87 -1.22 -0.35% 5.1% 12.8%

Stoxx Europe 50 3073.56 -9.29 -0.30 5.3 12.4

Euro Zone Euro Stoxx 326.12 -2.01 -0.61 3.8 14.6

Euro Stoxx 50 3245.43 -22.11 -0.68 4.4 16.0

Austria ATX 2340.37 -8.48 -0.36 -8.1 -6.6

Belgium Bel-20 3190.24 -18.42 -0.57 9.1 16.8

Czech Republic PX 997.99 3.04 0.31% 0.9 4.8

Denmark OMXCopenhagen 679.26 3.30 0.49 20.0 30.5

Finland OMXHelsinki 7714.39 -58.59 -0.75 5.1 14.9

France CAC-40 4452.37 -22.56 -0.50 3.6 10.2

Germany DAX 9710.70 -47.33 -0.49 1.7 17.3

Hungary BUX 18670.02 108.73 0.59 0.6 4.2

Ireland ISEQ 4899.37 0.40 0.01 7.9 16.0

Italy FTSEMIB 21149.80 -144.54 -0.68 11.5 22.6

Netherlands AEX 418.40 -2.20 -0.52 4.1 13.1

Norway All-Shares 680.42 -3.47 -0.51 12.9 23.7

Poland WIG 54519.25 -105.63 -0.19 6.3 14.0

Portugal PSI 20 5940.82 -89.99 -1.49 -9.4 -0.2

Russia RTSI 1246.64 1.11 0.09% -13.6 -10.3

PREVIOUS SESSION PERFORMANCE
Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.
Spain IBEX 35 10951.60 -151.00 -1.36% 10.4 26.9

Sweden OMXStockholm 445.83 -2.83 -0.63 5.2 12.9

Switzerland SMI 8825.60 8.41 0.10 7.6 9.8

Turkey BIST 100 80080.22 -2119.3 -2.58 18.1 14.9

U.K. FTSE 100 6829.00 -5.77 -0.08 1.2 4.6

ASIA-PACIFIC DJAsia-Pacific TSM 1524.93 -9.65 -0.63 5.3 9.4

Australia SPX/ASX 200 5607.90 30.90 0.55 4.8 7.8

China Shanghai Composite 2326.53 0.09 0.004 10.0 4.0

Hong Kong Hang Seng 25190.45 Closed 8.1 10.7

India S&PBSE Sensex 27265.32 -54.53 -0.20 28.8 36.3

Japan Nikkei Stock Average 15749.15 44.04 0.28 -3.3 9.2

Singapore Straits Times 3342.96 7.77 0.23 5.5 7.0

South Korea Kospi 2049.41 Closed 1.9 4.8

AMERICAS DJAmericas 502.41 -2.78 -0.55 7.9 18.1

Brazil Bovespa 58591.72 -601.03 -1.02 13.8 8.0

Mexico IPC 46069.82 -287.42 -0.62 7.8 12.5

Note:Americas index data are as of 3:00 p.m. ET. Sources: SIX Financial Information;WSJMarketDataGroup

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 1.0861 1.7474 1.1619 0.1527 0.0293 0.1710 0.0102 0.2996 1.4024 0.1883 0.9864 ...

Canada 1.1010 1.7714 1.1779 0.1548 0.0297 0.1734 0.0104 0.3037 1.4216 0.1909 ... 1.0137

Denmark 5.7665 9.2777 6.1690 0.8106 0.1557 0.9080 0.0542 1.5908 7.4457 ... 5.2374 5.3094

Euro 0.7745 1.2461 0.8285 0.1089 0.0209 0.1219 0.0073 0.2137 ... 0.1343 0.7034 0.7131

Israel 3.6249 5.8321 3.8779 0.5095 0.0979 0.5708 0.0341 ... 4.6804 0.6286 3.2923 3.3375

Japan 106.3214 171.0595 113.7427 14.9454 2.8700 16.7408 ... 29.3308 137.2806 18.4377 96.5653 97.8923

Norway 6.3510 10.2181 6.7944 0.8928 0.1714 ... 0.0597 1.7521 8.2004 1.1014 5.7683 5.8475

Russia 37.0454 59.6020 39.6312 5.2074 ... 5.8330 0.3484 10.2197 47.8325 6.4242 33.6461 34.1085

Sweden 7.1140 11.4457 7.6106 ... 0.1920 1.1201 0.0669 1.9625 9.1855 1.2337 6.4612 6.5500

Switzerland 0.9348 1.5039 ... 0.1314 0.0252 0.1472 0.0088 0.2579 1.2069 0.1621 0.8490 0.8606

U.K. 0.6215 ... 0.6649 0.0874 0.0168 0.0979 0.0058 0.1715 0.8025 0.1078 0.5645 0.5723

U.S. ... 1.6089 1.0698 0.1406 0.0270 0.1575 0.0094 0.2759 1.2912 0.1734 0.9082 0.9207

Source: ICAPPlc.

MSCI indexes
Developed and emerging-market regional and country indexes
fromMSCI as of September 09, 2014

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE
yield ratio MSCI Index Last Daily YTD 52-wk.

2.40% 17 MSCIACWI 430.91 0.34% 5.5% 18.4%

2.40 18 World (DevelopedMarkets) 1,744.30 0.36 5.0 18.4

2.30 18 World ex-EMU 214.72 0.38 6.0 18.7

2.30 18 World ex-UK 1,767.17 0.28 5.6 19.2

3.00 16 EAFE 1,917.13 0.44 0.1 12.9

2.70 13 EmergingMarkets (EM) 1,094.99 0.17 9.2 17.8

3.20 17 EUROPE 118.28 -0.40 5.5 16.2

3.10 19 EMU 194.21 0.25 -1.8 16.8

3.10 18 Europe ex-UK 127.14 -0.01 5.7 17.8

4.20 14 EuropeValue 120.28 -0.50 6.0 19.1

2.30 22 EuropeGrowth 111.93 -0.30 5.0 13.3

2.40 20 EuropeSmall Cap 269.47 -0.80 3.4 18.2

3.70 7 EMEurope 275.65 -0.37 0.4 3.2

3.50 15 UK 2,016.12 -0.33 1.2 6.3

3.30 16 Nordic Countries 215.51 0.43 6.8 17.3

4.60 5 Russia 749.77 -0.78 -5.4 3.3

2.80 20 SouthAfrica 1,306.90 -0.17 14.9 27.6

2.90 14 ACASIAPACIFICEX-JAPAN 512.71 0.12 9.5 17.8

1.90 15 Japan 794.04 0.38 -1.4 16.2

3.20 10 China 68.18 0.20 8.0 17.4

1.40 19 India 1,027.00 1.09 25.7 41.3

1.00 10 Korea 579.90 0.00 -1.6 3.9

2.90 18 Taiwan 343.37 0.00 13.4 21.0

1.90 20 USBROADMARKET 2,271.55 0.24 7.9 22.4

1.50 32 USSmall Cap 3,353.77 -0.04 3.9 19.4

3.20 18 EMLATINAMERICA 3,599.15 1.39 12.4 18.1

Source:MSCI

S&P Dow Jones Indices
Price-to-

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

2.34%19.33 Global TSM 3391.84 -0.57% 13.3%

2.77 19.73 GlobalDOW 1900.59 -0.39% 17.0% 2607.66 -0.62 13.9

2.88 15.13 Global Titans 50 252.88 -0.11 16.6 243.95 -0.35 13.6

3.18 20.03 DevEuropeTSM 3347.51 -0.64 9.0

2.31 20.01 DevelopedMarketsTSM 3393.68 -0.54 13.3

2.66 14.98 S&PBMIEmgMarkets 281.15 -0.81 12.3

3.34 19.95 S&PEurope 350 1416.20 -0.35 12.0 1642.92 -0.65 9.1

3.19 25.05 S&PEuro 1394.36 -0.63 13.6 1639.29 -0.93 10.6

3.82 26.59 EuropeDow 1438.81 -0.41 10.7 1973.40 -0.67 7.7

3.08 10.62 BRIC50 461.74 -0.40 17.9 568.61 -0.64 14.8

1.87 21.36 U.S. TSM 20828.51 -0.42 17.8

3.40 22.68 DJGlobal SelectRESI 3524.66 -0.75 14.1

Price-to-
Dividend earnings PERFORMANCE (euros) PERFORMANCE (U.S.dollars)
yield* ratio* S&PDowJones Index Last Daily 52-wk. Last Daily 52-wk.

TurkeyTitans 20 -c 827.65 -2.68% 13.7%

5.12%17.61 Global SelectDiv 259.55 -0.75 12.1

5.29 16.67 Asia/Pacific SelectDiv 323.10 -0.47% 10.6% 357.10 -0.73 7.6

U.S. SelectDividend -d 1345.84 -0.65 19.2

3.06 17.87 S&PGlbNatResources 2165.06 -0.51 7.7 2778.55 -0.75 4.9

2.06 19.83 IslamicMarket 2914.84 -0.37 15.1

2.34 17.77 IslamicMarket 100 3208.83 -0.17 17.1

Islamic Turkey -c 4399.21 -1.69 4.0

3.28 20.84 Sustainability Europe 115.66 -0.34 13.2 164.19 -0.60 10.2

3.41 29.71 S&PGlb Infrastructure 1756.80 -0.58 23.2 2563.18 -0.82 19.9

2.16 16.25 Luxury 1934.85 -0.47 -2.5

DJCommodity 654.37 -0.55 -7.0

*Fundamentals are based on data inU.S. dollar. Footnotes: a-inUSdollar. b-dividends reinvested. c-in local currency. Note:All data as of 2 p.m.ET. Source: S&PDowJones Indices

GLOBAL MARKETS LINEUP
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Commodities Prices of futures contractswith themost open interest
EXCHANGE LEGEND: CBOT: Chicago Board of Trade; CME: ChicagoMercantile Exchange; ICE-US: ICE Futures U.S.MDEX:BursaMalaysia
Derivatives Berhad; LIFFE: London International Financial Futures Exchange; COMEX: Commodity Exchange; LME: LondonMetals Exchange;
NYMEX:NewYorkMercantile Exchange;ICE-EU: ICE Futures Europe. *Data as of September 8, 2014

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

Corn (cents/bu.) CBOT 344.25 -4.00 -1.15% 517.00 343.00
Soybeans (cents/bu.) CBOT 993.00 -15.50 -1.54 1,279.25 991.50
Wheat (cents/bu.) CBOT 529.00 -4.50 -0.84 765.00 523.25
Live cattle (cents/lb.) CME 162.700 1.850 1.15% 162.850 131.500
Cocoa ($/ton) ICE-US 3,081 10 0.33 3,300 2,639
Coffee (cents/lb.) ICE-US 192.30 -2.15 -1.11 222.60 119.90
Sugar (cents/lb.) ICE-US 14.88 -0.06 -0.40 18.91 14.71
Cotton (cents/lb.) ICE-US 65.70 0.65 1.00 84.74 62.02
Rapeseed (euro/ton) LIFFE 323.75 -1.00 -0.31 386 301
Cocoa (pounds/ton) LIFFE 1,995 17 0.86 2,061 1,651
Robusta coffee ($/ton) LIFFE 2,070 1 0.05 2,218 1,585

Copper ($/lb.) COMEX 3.1035 -0.0650 -2.05 3.3570 2.8845
Gold ($/troy oz.) COMEX 1252.50 -1.80 -0.14 1,390.80 1,207.00
Silver ($/troy oz.) COMEX 18.990 0.029 0.15 22.240 18.700
Aluminum ($/ton)* LME 2,109.00 11.00 0.52 2,113.50 1,686.50
Tin ($/ton)* LME 21,305.00 -145.00 -0.68 23,770.00 21,305.00
Copper ($/ton)* LME 7,030.00 70.00 1.01 7,422.00 6,430.00
Lead ($/ton)* LME 2,217.00 4.00 0.18 2,287.00 2,033.00
Zinc ($/ton)* LME 2,401.00 5.00 0.21 2,410.00 1,948.00
Nickel ($/ton)* LME 19,775 320 1.64 21,100 13,425

Crude oil ($/bbl.) NYMEX 91.48 -0.24 -0.26 103.66 87.17
Heating oil ($/gal.) NYMEX 2.7918 -0.0176 -0.63 3.0912 2.7876
RBOB gasoline ($/gal.) NYMEX 2.5480 -0.0139 -0.54 2.8999 2.5188
Natural gas ($/mmBtu) NYMEX 4.027 0.100 2.55 4.9140 3.7860
Brent crude ($/bbl.) ICE-EU 100.01 -0.85 -0.84 113.81 99.80
Gas oil ($/ton) ICE-EU 847.75 -2.50 -0.29 950.25 846.25

Sources: SIX Financial Information;WSJMarket Data Group

Currencies London close onSept. 9
Per In

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

Argentina peso-a 10.8562 0.0921 8.4079 0.1189

Brazil real 2.9475 0.3393 2.2828 0.4381

Canada dollar 1.4216 0.7034 1.1010 0.9082

Chile peso 763.34 0.001310 591.20 0.001691

Colombia peso 2501.15 0.0003998 1937.10 0.0005162

EcuadorUS dollar-f 1.2912 0.7745 1 1

Mexico peso-a 17.0491 0.0587 13.2042 0.0757

Peru sol 3.6883 0.2711 2.8565 0.3501

Uruguay peso-e 31.058 0.0322 24.054 0.0416

U.S. dollar 1.2912 0.7745 1 1

Venezuela bolivar 8.20 0.121966 6.35 0.157480

ASIA-PACIFIC

Australia dollar 1.4024 0.7131 1.0861 0.9207

1-mo. forward 1.4056 0.7114 1.0886 0.9186

3-mos. forward 1.4114 0.7085 1.0931 0.9148

6-mos. forward 1.4203 0.7041 1.1000 0.9091

China yuan 7.9205 0.1263 6.1343 0.1630

Hong Kong dollar 10.0074 0.0999 7.7505 0.1290

India rupee 78.4872 0.0127 60.7870 0.0165

Indonesia rupiah 15261 0.0000655 11820 0.0000846

Japan yen 137.28 0.007284 106.32 0.009405

1-mo. forward 137.22 0.007287 106.28 0.009409

3-mos. forward 137.16 0.007291 106.23 0.009414

6-mos. forward 136.98 0.007300 106.09 0.009426

Malaysia ringgit-c 4.1266 0.2423 3.1960 0.3129

NewZealand dollar 1.5659 0.6386 1.2128 0.8245

Pakistan rupee 131.759 0.0076 102.045 0.0098

Philippines peso 56.558 0.0177 43.804 0.0228

Singapore dollar 1.6307 0.6132 1.2630 0.7918

South Koreawon 1335.92 0.0007485 1034.65 0.0009665

Taiwan dollar 38.702 0.02584 29.974 0.03336

Thailand baht 41.415 0.02415 32.076 0.03118

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

Euro zone euro 1 1 0.7745 1.2912

1-mo. forward 0.9998 1.0002 0.7743 1.2915

3-mos. forward 0.9992 1.0008 0.7739 1.2922

6-mos. forward 0.9984 1.0016 0.7732 1.2933

Czech Rep. koruna-b 27.715 0.0361 21.465 0.0466

Denmark krone 7.4457 0.1343 5.7665 0.1734

Hungary forint 316.38 0.003161 245.03 0.004081

Norway krone 8.2004 0.1219 6.3510 0.1575

Poland zloty 4.2033 0.2379 3.2554 0.3072

Russia ruble-d 47.833 0.02091 37.045 0.02699

Sweden krona 9.1855 0.1089 7.1140 0.1406

Switzerland franc 1.2069 0.8285 0.9348 1.0698

1-mo. forward 1.2066 0.8288 0.9345 1.0701

3-mos. forward 1.2058 0.8293 0.9338 1.0708

6-mos. forward 1.2040 0.8306 0.9325 1.0724

Turkey lira 2.8361 0.3526 2.1965 0.4553

U.K. pound 0.8025 1.2461 0.6215 1.6089

1-mo. forward 0.8028 1.2457 0.6217 1.6085

3-mos. forward 0.8032 1.2451 0.6220 1.6076

6-mos. forward 0.8039 1.2439 0.6226 1.6061

MIDDLE EAST/AFRICA

Bahrain dinar 0.4869 2.0540 0.3771 2.6521

Egypt pound-a 9.2377 0.1083 7.1544 0.1398

Israel shekel 4.6804 0.2137 3.6249 0.2759

Jordan dinar 0.9142 1.0938 0.7081 1.4123

Kuwait dinar 0.3702 2.7014 0.2867 3.4880

Lebanon pound 1961.12 0.0005099 1518.85 0.0006584

Saudi Arabia riyal 4.8425 0.2065 3.7505 0.2666

South Africa rand 14.1086 0.0709 10.9269 0.0915

United Arab dirham 4.7424 0.2109 3.6729 0.2723

a-floating rate b-financial c-government rate c-commercial
rate d-Russian Central Bank rate.
Source: ICAPPlc.
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Migrant Deaths Decline
Fewer suspected illegal immi-

grants are being found dead north
of the U.S.-Mexico border, even as
the number of people attempting to
sneak into the country has risen
amid a surge of Central American
migrants, federal statistics show.

The U.S. Border Patrol recorded
284 immigrant deaths near the
southwest border from October
through August, down from 420
over the same period the prior fiscal
year, according to the latest figures.

Border Patrol officials attribute
the decline to increased patrolling
and more effective surveillance
technology, which they say is help-
ing agents catch more migrants be-
fore they get lost and perish in the
desert and ranchlands.

“There’s a marked improve-
ment,” said Doyle Amidon, who
heads the Border Patrol’s station in
Falfurrias, Texas.

The surrounding region has be-
come one of the deadliest areas
along the border as immigrants
cross desolate ranches in an attempt
to sidestep a checkpoint.

The number of bodies found in

the patrol’s Rio Grande Valley sec-
tor, which includes Falfurrias, fell to
105 between October 2013 and Au-
gust, compared with 149 in the year-
earlier period. Many migrants who
die succumb to the heat, while oth-
ers drown or are killed in car acci-
dents. For most of them, the cause
of death isn’t known.

While the number of deaths
shows a marked decline, some im-
migrant advocates question whether
the figures tell the complete story of
the current immigration surge. They
note that it can take months or
years to discover the bodies of mi-
grants reported missing.

“The situation in Texas is still
alarming,” said Rafael Larraenza
Hernandez, director of Desert An-
gels, a nonprofit group that can-
vasses the border for stranded im-
migrants. “Every day we hear of five
to six people lost in that area.”

Overwhelmed by the tens of
thousands unaccompanied children
and families from Central America
who streamed into the country in
the past months, the U.S. Depart-
ment of Homeland Security bulked
up its presence.

From October to August, the

Border Patrol apprehended more
than 450,000 immigrants along the
border, compared with some
380,000 in the same period the pre-
vious year. More than half were
caught in the Rio Grande Valley sec-
tor, where thousands of women and
children turned themselves in to
agents after crossing the river, some
under the impression that they
would be allowed to stay.

The Border Patrol temporarily
added 300 agents for a total of
about 3,400 in the sector, according
to a spokesman. It also deployed
several high-tech blimps to monitor
the border from above, day or night.

The Border Patrol also is adding
resources to aid those who are lost,
including more beacons from which
stranded immigrants can send a dis-
tress signal by pressing a button.

The approach has made a differ-
ence, Mr. Amidon said. His agents
apprehended some 35,000 people
from October 2013 to early Septem-
ber, compared with a little more
than 28,000 during the year-earlier
period.

Meanwhile, the number of re-
ported deaths in his sector fell dur-
ing the period to 60 from 85.

BY ANA CAMPOY
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Fatalities Fall
U.S. authorities have
been finding fewer
bodies of migrants
along the Mexican
border this fiscal year,
as apprehensions of
those trying to enter
the country illegally
have risen.
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House GOP Nears
Ex-Im Bank Plan

WASHINGTON—House Republi-
cans said Tuesday that they were
coalescing around a short-term re-
authorization of the Export-Import
Bank but had yet to determine how
long to extend the federal agency.

In a sign that many conserva-
tives opposed to the bank were
likely to back House leaders’ strat-
egy, the bank’s fiercest GOP critic,
Financial Services Committee Chair-
man Jeb Hensarling (R., Texas) was
on board with a short-term exten-
sion, Speaker John Boehner (R.,
Ohio) said. The agency helps U.S.
businesses sell their goods overseas.

“He thinks a temporary exten-
sion of the Export-Import Bank is in
order,” Mr. Boehner said, noting
that it was “yet to be decided”
whether a short-term extension
would be included in a stopgap
spending measure the House is ex-
pected to consider this week to keep
the government funded beyond the
end of the month.

The exact duration of the exten-
sion is still being determined, ac-
cording to GOP lawmakers and
aides.

Many Republicans would like to
see the agency extended into 2015,
with some pushing for the end of
June. That would put it on a differ-
ent timeline from the short-term
spending bill, which is expected to
go through mid-December.

“A short-term extension is prob-
ably appropriate,” said Rep. Dennis
Ross, a Florida Republican who
voted against the bank’s reauthori-
zation in 2012. “Let’s come back and
deal with it after the first of the
year.”

Detaching the agency’s expira-
tion from the must-pass spending
bill could decrease Democrats’ le-
verage on the issue, since they
wouldn’t be able to link it to the
threat of a potential government
shutdown.

House Majority Leader Kevin
McCarthy (R., Calif.) told Republi-
cans in a closed-door meeting that
he had discussed the issue with Mi-
nority Whip Steny Hoyer (D., Md.)
on Monday and that Mr. Hoyer was
pushing for a multiyear extension,
Mr. Ross said. Mr. Hoyer told re-
porters Tuesday that Democrats
planned to hold out for a multiyear
reauthorization, something he pre-
dicted could pass easily if Republi-
can leaders would allow a vote.

“We believe the Ex-Im Bank has
230 votes minimum,” Mr. Hoyer

said.
It wasn’t clear if House GOP

leaders would be able to find
enough votes among Republicans to
pass a short-term reauthorization
on their preferred timeline or if
they would have to strike a deal
with Democrats to get it through
the chamber. One compromise could
be to keep the bank running for the
same duration as the short-term
spending bill.

Many Republicans have objected
to the bank, saying its support for
U.S. exports is a form of “crony cap-
italism” and that it creates unneces-
sary risks for taxpayers. Other GOP
lawmakers say the agency is neces-
sary to keep U.S. companies compet-
itive against foreign firms with sim-
ilar help from their governments.

Keeping the bank reauthorized
for a short period would give con-
servative Republicans more time to
prepare their case against the bank
or push for specific changes to its
operations. It would also avoid a
messy fight over an obscure federal
agency just weeks before the mid-
term elections.

“It is an agency which in princi-
ple I do not support, but it is not
worth having a big fight over to-
day,” said Rep. Bill Flores (R.,
Texas). “The American people don’t
want us to imperil the stability of
the federal government today over
Ex-Im.”

Democrats, who control the Sen-
ate, support reauthorizing the bank.
Senate Majority Leader Harry Reid
(D., Nev.) said Tuesday he was wait-
ing for the House to act first on the
agency.

Republicans said they expected
to vote as soon as Thursday on the
short-term spending bill, which
would keep the government running
at the fiscal-year 2015 level estab-
lished in a two-year budget deal
reached in December.

Last year, a GOP push to gut
funding for the president’s health-
care overhaul helped lead to a par-
tial government shutdown, a fate
Republicans are determined to avoid
before this year’s elections.

BY KRISTINA PETERSON
AND MICHAEL R. CRITTENDEN

Pharmacies Allowed to Accept Unused Medication
Federal authorities will soon al-

low pharmacies and clinics to take
back customers’ unused prescription
drugs such as opioid painkillers in an
effort to get addictive medications
off the street.

The change, to be issued in new
Drug Enforcement Administration
regulations effective next month, will
address a long-standing complaint
from people fighting opioid addic-
tion that government rules make it
difficult to safely dispose of unused
pills.

Under current rules for con-
trolled substances, even a pharmacy
that fills a painkiller prescription

can’t take back unused pills. Instead,
consumers can flush unused drugs or
throw them out in the trash, though
both those options are discouraged
because of environmental worries.
They can also hand in unused pills to
law-enforcement agencies that par-
ticipate in special programs.

While pharmacies haven’t gener-
ally wanted the hassle of being re-
sponsible for old pills, some are ex-
pected to heed the government’s
call, in part to show they are mak-
ing a good-faith effort to keep drugs
out of the wrong hands.

Attorney General Eric Holder an-
nounced the new rule in a video
posted on the Justice Department’s
website, noting that close to four in

10 teens who misused prescription
drugs obtained them from family
medicine cabinets. “These shocking
statistics illustrate that prescrip-
tion-drug addiction and abuse rep-
resent nothing less than a public-
health crisis,” he said in the video.

The new rule, which covers all
prescription drugs, will also allow
people to mail unused pills for col-
lection. It wasn’t immediately clear
how many businesses would offer
the service to its customers. Any
pills collected will be destroyed.

The DEA runs its own take-back
events. A nationwide effort in April
brought in 390 tons of prescription
drugs at more than 6,000 sites, ac-
cording to the Justice Department.

CVS Health Corp. is considering
the new regulations, a spokeswoman
said, noting the company already
participates in take-back programs
involving local police departments
and the DEA. The chain also offers
customers postage-paid envelopes
to mail back unused pills.

A Walgreen Co. spokesman said
the company’s pharmacies offer a
product that renders pills unusable
and safe to toss in the trash, as well
as envelopes to mail them to a dis-
posal facility. “We are studying the
DEA’s new regulatory requirements
and considering the options they
present to us,’’ he said.

In 2011, more than half of the
41,300 unintentional overdose

deaths in the U.S. involved prescrip-
tion drugs, and opioids—a group of
painkillers that include oxycodone
and hydrocodone—were involved in
nearly 17,000 of those, according to
the Justice Department.

Laurey Collins Burris of Shel-
burne, Vt., who lost her 25-year-old
son to an overdose, called the gov-
ernment move “an amazing step
forward in getting these drugs off
the streets.”

Painkiller addiction has led some
addicts to seek cheaper highs from
heroin, and that is what killed Ms.
Burris’s son Zachary in October.
Getting pills out of homes will make
it harder for teenagers and adults to
start down that road, she said.

BY DEVLIN BARRETT

Some Republicans say
the agency is necessary
to help keep U.S.
companies competitive
against foreign firms.
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Scotland Vote Puts
Damper on Markets

The countdown to Scotland’s in-
dependence vote continued to domi-
nate market attention and exert
pressure on sterling Tuesday, de-
spite reassurances that plans for an
increase in U.K. interest rates ha-
ven’t been knocked off course.

Sterling had
slumped more than 1%
on Monday after an
opinion poll for the

first time showed the pro-indepen-
dence camp inching ahead of those
in favor of remaining in the U.K. On
Tuesday, the pound showed signs of
stabilizing, trading at $1.6076 late in
Europe after falling earlier. Late af-
ternoon in New York, the pound was
at $1.6106, unchanged from late
Monday.

Better-than-expected U.K. indus-
trial-production data gave the cur-
rency a small lift, which was further
enhanced by Bank of England Gover-
nor Mark Carney signaling that in-
terest rates are likely to rise next
spring, but that didn’t shift the mar-
kets’ focus away from Scotland.

“Until the uncertainty settles
with regards to Scotland’s referen-
dum, political developments will
continue to weigh on sterling,” cur-
rency strategists at BNP Paribas
said.

Traders and strategists, mean-
while, noted that the once-quiet
sterling market is increasingly being
characterized by sharp swings. Two-
week volatility in the sterling-dollar
exchange rate—a measure of the
market’s expectations for shifts two
weeks ahead—traded around 12.6%
on Tuesday, from nearer 12% late
Monday and compared with 6% a
week ago, according to Stephane Ba-
taille, a strategist at Citigroup.

In equity markets, London’s
FTSE 100 ended the session down
0.1% at 6829, but Bill O’Neill, chief
investment officer of wealth man-
agement research at UBS Global As-
set Management, said that both eq-
uities and sterling were still not
pricing in the full potential of a vote

in favor of a Scottish split.
“A yes vote would send substan-

tial ripples through the whole mar-
ket,” he said. “It would be such an
unprecedented scenario for every-
thing from the currency to parlia-
ment.”

Credit Suisse analysts, in a note
on equities Tuesday, wrote that a
vote in favor of independence would
have mixed implications for U.K.
stocks.

Exporters could benefit from a
weaker pound, while domestic-fo-
cused companies such as banks
would likely suffer amid political
uncertainty, they said. Shares of
Lloyds Banking Group and Royal
Bank of Scotland have been under
pressure in recent days, but recov-
ered Tuesday to end the session
1.5% and 0.5% higher, respectively.

Germany’s DAX fell 0.5% to
9710.70 and France’s CAC-40 lost
0.5% to 4452.37. More broadly, the
Stoxx Europe 600 Index slipped
0.4% to 344.87.

U.S. stocks also retreated. The
Dow Jones Industrial Average fell
97.55 points, or 0.6%, to 17013.87.
The S&P 500 index declined 13.1
points, or 0.7%, to 1988.44, and the
Nasdaq Composite Index lost 40
points, or 0.9%, to 4552.29.

“The market is showing some
levels of exhaustion, particularly af-
ter this huge run-up in the S&P,”
said Jeffrey Yu, head of single-stock
derivatives trading at UBS AG.

Economic data showed U.S. em-
ployers hired 4.9 million workers in
July, the highest level since Decem-
ber 2007. Employers reported 4.7
million job openings in July, which
is near the highest level in 13 years.

The yield on the benchmark 10-
year Treasury note rose to 2.5%.

Apple’s shares saw heavy trading
as the company unveiled a mobile
payments system, a line of Internet-
connected watches and two larger
versions of its signature iPhone. The
stock shed 0.4%.

In commodity markets, crude-oil
futures rose 0.1% to $92.75 a barrel.
Gold futures fell 0.5% to $1,246.80 a
troy ounce.

BY TOMMY STUBBINGTON
AND JOSIE COX

MARKET
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Former Trader at SAC
Gets 9-Year Sentence

Mathew Martoma, who worked
for hedge-fund billionaire Steven A.
Cohen, was sentenced to nine years
in prison Monday for taking part in
what prosecutors said was one of
the largest insider-trading schemes
ever.

The sentence, among the stiffest
handed down for insider trading,
comes three years after prosecutors
and federal investigators circled in
on Mr. Martoma, hoping he could be
persuaded to turn on his boss. De-
spite fainting when he was arrested
and being pressured to incriminate
Mr. Cohen, Mr. Martoma decided to
take his chances with a jury—and
lost.

Mr. Martoma sat silently during
a hearing in Manhattan federal
court Monday afternoon as U.S. Dis-
trict Judge Paul Gardephe handed
down the sentence, saying Mr. Mar-
toma’s crime was as brazen as it
was lucrative and that there is a
“darker side to his character.”

After the sentencing was fin-
ished, Mr. Martoma walked quickly
to his wife, Rosemary, who was sur-
rounded by family members. The
couple walked arm in arm out of the
courtroom as Ms. Martoma wiped
away tears.

Mr. Martoma, 40 years old, was
convicted in February of illegal trad-
ing of stocks in two pharmaceutical
companies that helped SAC book
profits and avoid losses worth $275
million. Prosecutors argued that
Mr. Martoma deserved a sentence of
more than eight years.

“The evidence I believe showed
Mr. Martoma was hoping for one big
score,” the judge told a packed
courtroom. “His plan worked, and
now he has to deal with the fallout.”

The judge also ordered Mr. Mar-
toma to forfeit $9.38 million, which
was his SAC bonus the year of the
inside trades.

“Mathew Martoma and his fam-
ily are devastated by the outcome,”
said a spokesman for Mr. Martoma,
who added that the former portfolio
manager and his legal team would
appeal. Mr. Martoma, who has three
children, is out on bail until Novem-
ber, when he has to report to prison.

The profit or loss in a fraud
plays a prominent role in federal
sentencing guidelines, which indi-
cated Mr. Martoma faced up to two
decades in prison. Judge Gardephe
said Monday that he couldn’t ignore
the size of the fraud in determining
a sentence, despite pleas from Mr.
Martoma’s lawyers for leniency and
a sentence of two to three years.
But the judge said 20 years was un-
necessary and that sentences of that
length will “rarely be appropriate in
this type of case.”

Mr. Martoma’s sentence is at the
longer end of those handed down in
insider-trading cases, but other peo-
ple have received more time despite
smaller amounts of money being in-
volved.

Matthew Kluger, a former corpo-
rate lawyer convicted of running a
scheme to trade using information
from law firms, was sentenced to 12
years in prison in 2012 in federal
court in New Jersey.

Galleon Group founder Raj Raja-
ratnam was sentenced to 11 years in
prison in 2011 in New York. Mr. Ra-
jaratnam’s sentence was stiff in part
because of the scale of his scheme,
which involved multiple stocks and
more than a dozen co-conspirators.
Despite the size of the gain,
Mr. Martoma’s inside trading was
narrower by comparison.

Mr. Martoma is the eighth SAC
employee convicted of insider trad-
ing. Most have chosen to plead
guilty rather than contest the
charges.

SAC itself pleaded guilty in No-
vember to criminal insider-trading
charges and agreed to pay about
$1.2 billion in new penalties. As part
of the settlement, the firm said it
would stop managing outside
money. SAC has since changed its
name to Point72 Asset Management.
A spokesman for Mr. Cohen and the
firm declined to comment Monday.

Mr. Martoma’s conviction after a
jury trial in February potentially
bolstered a related civil case against
Mr. Cohen, the firm’s founder. Mr.
Cohen faces a civil allegation by the
Securities and Exchange Commis-
sion that he failed to adequately su-
pervise two senior employees at his
firm, including Mr. Martoma.

Apart from the civil case, crimi-
nal prosecutors have long pursued
Mr. Cohen, who built one of the
country’s most successful hedge
funds over the past two decades and
managed more than $15 billion at
the firm’s peak. He has denied in-
volvement in any wrongdoing and
hasn’t been charged criminally.

The past decade has seen a burst
of insider-trading prosecutions. The
surge is largely the product of a
crackdown by the office of Manhat-
tan U.S. Attorney Preet Bharara,
who has charged 89 people with in-
sider trading since 2009 and se-
cured 81 convictions or guilty pleas.
A handful of cases remain unre-
solved.

The uptick has also coincided
with a sharp increase in the length
of jail terms for those convicted. In
New York federal courts, which han-
dle the bulk of such prosecutions,
the average length of a prison sen-
tence for insider trading is up 135%
in the past decade.

Mr. Martoma, who worked at
SAC for four years until he was fired
in 2010, was accused of using inside
information provided by two doc-
tors about results of a trial of an
Alzheimer’s drug being developed
by Elan Corp. and Wyeth Pharma-
ceuticals. Both doctors testified they
passed inside tips on drug tests to
Mr. Martoma. Elan is now part of
Perrigo Co., and Wyeth is part of
Pfizer Inc.

Mr. Martoma opted to go to trial
even after prosecutors sought his
cooperation against Mr. Cohen, who
was involved in some of the trades
Mr. Martoma was ultimately
charged for, according to people fa-
miliar with the matter. The move
could potentially have earned him
leniency.

The jury convicted Mr. Martoma
of two counts of securities fraud
and one count of conspiracy in Feb-
ruary.

The SEC’s civil lawsuit targets
Mr. Cohen directly and seeks to bar
him for life from the securities in-
dustry, according to people familiar
with the matter. The SEC case has
been on hold pending Mr. Mar-
toma’s sentencing and appeals of
the firm’s convicted ex-employees.

BY CHRISTOPHER M. MATTHEWS

Mathew Martoma, shown Monday arriving at court with his wife, was convicted in February of insider trading.
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China Joins U.N. Forces
In South SudanMission

KAMPALA, Uganda—China began
deploying 700 soldiers to a United
Nations peacekeeping force in South
Sudan to help guard the country’s
embattled oil fields and protect Chi-
nese workers and installations, a
spokesman for the African nation’s
president said Tuesday.

The airlift of the Chinese infantry
battalion to the South Sudanese
states of Unity and Upper Nile, the
site of the only operating oil fields
still under the control of the central
government in Juba, was expected
to take several days, spokesman
Ateny Wek Ateny said.

While Beijing’s troops will oper-
ate under U.N. command, their post-
ing to South Sudan marks a sharp
escalation of China’s efforts to en-
sure the safety of its workers and
assets in Africa and guarantee a
steady flow of energy for domestic
consumption.

The deployment marks the first
time Beijing has contributed a bat-
talion to a U.N. peacekeeping force,
U.N. officials said. In March 2013,
China sent some 300 peacekeepers
to Mali to protect Chinese engineers
building a U.N. camp in the town of
Gao.

China’s state-owned National Pe-
troleum Corp. holds a 40% stake in a
joint venture that operates in South
Sudan’s vast oil fields. The company

also has a 1,600-kilometer export
pipeline that carries crude through
neighboring Sudan to Port Sudan on
the Red Sea.

Before the latest fighting in
South Sudan flared, the country ac-
counted for 5% of China’s crude im-
ports, according to U.S. Energy In-
formation Administration. Output
has since plummeted by a third—to
160,000 barrels a day—following the
outbreak of fighting late last year.

More than 10,000 people have
been killed and some 1.5 million up-
rooted from their homes in South
Sudan since fighting erupted in De-
cember between President Salva Kiir
and forces loyal to his former vice
president, Riek Machar.

The U.N. Mission in the Republic
of South Sudan is authorized by the
Security Council for up to 12,500
troops and 1,323 police personnel.
As of July 31, it had a total of 11,389
soldiers, police and military liaison
officers. Under its mandate, U.N.
peacekeepers are allowed to use “all
necessary means” to protect imper-
iled civilians at oil installations. If
attacked, Mr. Ateny said, the Chinese
soldiers are “combat-ready and can
fight back.”

Rebels fighting to depose Mr.
Kiir’s government have warned Bei-
jing against taking sides.

“The Chinese should work under
the mandate and command” of the
U.N., said rebel spokesman James

Gatdet Dak. “As long as they stick to
that, we shall not have a problem
with them.”

The greater Sudan region has
been a caldron of unrest for the past
several years, with the kidnappings
of Chinese workers by rebels in Su-
dan and civil war in South Sudan,
which gained its independence from
its northern neighbor in 2011.

Sudanese rebels in the South
Kordofan region kidnapped dozens
of Chinese road workers in 2012 and
demanded that Beijing use its influ-
ence to compel the Khartoum gov-
ernment to halt an offensive against
the rebels.

National Petroleum evacuated 97
of its staff from South Sudan’s oil
fields in December, shortly after Mr.
Kiir accused Mr. Machar of launch-
ing a coup and fighting broke out.
Since then, the forces of the two
men have waged an 8-month battle,
often over strategic oil fields.

China has sought diplomatically
to ease tensions in the region. Bei-
jing’s envoys were key to resolving
last year’s oil export dispute be-
tween Sudan and South Sudan,
which brought the two former civil-
war foes to the brink of war.

Chinese officials have been work-
ing closely with western envoys to
help end fighting between Mr. Kiir
and his former vice president, even
as both sides accuse the other of
breaking cease-fire deals.

BY NICHOLAS BARIYO

Alternative Japan
Price Index Falls

TOKYO—After more than a de-
cade of deflation, prices in Japan
appear to have stopped falling—that
is, if you look at government data.
But an alternative price index seen
as a harbinger of official numbers
has recently dipped, in an ominous
sign for the Bank of Japan as it aims
to achieve 2% inflation next year.

The UTokyo Daily Price Index,
developed by two University of To-
kyo academics, has been on a grad-
ual decline since early May and has
accelerated its drop recently, exclud-
ing the effect of an April 1 rise in
the national sales tax. That stands
in contrast to the government’s
monthly consumer-price index,
which has logged year-over-year
rises for 14 straight months and
stood at 1.3% in July, also excluding
the sales-tax rise.

The deviation has fueled con-
cerns that an economic slowdown
triggered by the tax increase may be
undercutting government forecasts.

“It’s fallen quite drastically, it’s
scary,” Etsuro Honda, Prime Minis-
ter Shinzo Abe’s special adviser,
said in an interview this week.

Getting prices to rise steadily is
a central part of the prime minis-
ter’s economic policy. Mr. Abe and
his handpicked BOJ chief, Haruhiko
Kuroda, hope for a positive cycle in
which higher prices lead to higher
wages, spurring consumption, in-
vestment and growth.

Mr. Kuroda has repeatedly
pointed to the positive CPI as a sign
that his policies are working.

The UTokyo Daily Price Index is
compiled from supermarket sales
data of everyday goods. It covers
only 20% of the items that make up
the CPI.

Although less comprehensive,
the private index has its advantages.
The UTokyo index tracks daily
prices, including changes caused by
limited-time discounts. The CPI
doesn’t factor in such temporary
changes.

Tsutomu Watanabe, a University
of Tokyo professor who jointly cre-
ated the index, said temporary dis-
counts may signal the beginning of
falling prices, because retailers of-
ten end up having to lower prices
for good. That is eventually re-
flected in the CPI but with a lag.

“It’s an early indicator of eco-
nomic conditions,” Mr. Watanabe
said. “A limited-time-only sale
means that a store will lower the
price of something priced at ¥100 to
say ¥80, and then when the sale is
over, bring it back up to ¥100. But
often they don’t as otherwise cus-
tomers won’t return.”

Past data show a high correla-
tion between the UTokyo index and
the CPI, he said, adding that in
phases of falling prices, the UTokyo
index has preceded the government
data by about three months.

The government inflation figures
look at selected items that are
deemed representative, but they
may fall slightly out of date. By
tracking actual prices paid at super-
markets, the UTokyo index may be
more sensitive to quickly changing
consumer habits, Mr. Watanabe
said.

He said the fall in the UTokyo in-
dex showed consumers were still
shunning spending after the govern-
ment raised the sales tax to 8% from
5%.

Despite sluggish consumption
and weak output data, the BOJ has
maintained its view that consumer
prices will keep rising, leading to a
2% inflation rate sometime next
year.

At a news conference last week,
Mr. Kuroda said he was aware of the
UTokyo index’s characteristic as a
leading indicator and would follow
it as one piece of data. But he
stressed that it covered only a small
part of the CPI. “It doesn’t neces-
sary move in parallel with the CPI,”
he said.

A few BOJ policy board members
expressed concern at their August
meeting, according to minutes re-
leased Tuesday. Some members said
that the recent weak recovery in
prices for services “warranted at-
tention.” One person added that for
companies to continuously raise
their prices, “expectations for eco-
nomic growth and increases in fu-
ture income needed to rise,” the
minutes showed.

Mr. Watanabe said he agreed
with Mr. Kuroda that the UTokyo in-
dex shouldn’t be the sole arbiter of
policy. But he added, “As the one
compiling the index, I am confident
that the CPI will fall in the near fu-
ture.”

BY GEORGE NISHIYAMA

Pedestrians wait to cross a street at Shibuya shopping district in Tokyo, Friday.
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Stiffer Surcharge in Store for U.S. Banks
WASHINGTON—The Federal Re-

serve plans to hit the biggest U.S.
banks with a costly new requirement
aimed at reducing the risk that some
financial firms remain “too big to
fail” nearly six years after the finan-
cial crisis erupted.

In testimony prepared for a Sen-
ate Banking Committee hearing
Tuesday, Fed Governor Daniel Tar-
ullo said the regulator intends to im-
pose a capital surcharge that will re-
quire the biggest U.S. banks to
maintain fatter cushions to protect
against potential losses. The Fed’s
version of the capital surcharge will
be tougher than one agreed to by in-
ternational regulators.

The Fed also will penalize U.S.
banks that rely heavily on volatile
forms of short-term funding, such as
overnight loans, in determining the
size of a new capital surcharge.

The move would mean at least
some big U.S. banks would be forced
to increase their capital cushions be-
yond their global rivals, deepening a
debate about whether Washington is
better-protecting its banks or putting
them at a competitive disadvantage.
How much additional capital the big
banks will need to add has yet to be
determined.

Since the financial crisis, banks
have added substantial capital—and
are subject to a number of new rules.
A July analysis of six U.S. banks by
policy Federal Financial Analytics

calculated that those firms increased
their capital by $29.07 billion be-
tween 2007 and 2013.

Fed officials haven’t yet settled on
an exact range for their capital sur-
charge but are considering a range
that stretches as much as a couple of
percentage points higher than the
top range of 2.5% of risk-weighted
assets agreed to by international reg-
ulators, a senior Fed official said.
That could mean some U.S. banks
might face a surcharge as high as
4.5%, the official said.

Mr. Tarullo said surcharge levels
for a small group of “systemically
important financial institutions,” or
SIFIs, would increase “noticeably”
for some U.S. banks. Surcharge lev-
els wouldn’t necessarily increase for
every bank. “By further increasing
the amount of the most loss-absorb-
ing form of capital that is required
to be held by firms that potentially
pose the greatest risk to financial
stability, we intend to improve the
resiliency of these firms,” he said.

At issue is a requirement for the
world’s largest banks to hold an ex-
tra layer of financial padding in case
of another crisis. The move was
agreed to in 2011 by international
regulators in Basel, Switzerland.
This so-called capital surcharge
would require giant, complex banks
to increase their high-quality capital
by between one and 2.5 percentage
points, calibrated to the relative
riskiness of the bank as measured by
a series of factors. A total of 29
global banks, including the eight U.S.
firms, are required to pay the sur-
charge.

While the impact of the Fed’s
stricter proposal on specific banks
isn’t clear, firms with large broker-
dealer operations such as Goldman
Sachs Group Inc. andMorgan Stan-
ley have the potential to face higher
capital charges under the Fed’s plan
since they often rely on large short-
term loans to help finance activities
on behalf of clients.

Goldman and Morgan Stanley
both count such short-term liabilities
as more than one-third of their total
liabilities, the highest levels among
the eight U.S. banks likely to be af-
fected by the rule, according to data
from SNL Financial. Both firms have
said in regulatory filings that they
are maintaining enough capital to
meet the Basel surcharge level. They
declined to comment Monday.

The U.S. plan to impose a higher
surcharge marks the latest move by
Washington to bolster the banking
system by requiring large Wall
Street firms to better protect them-
selves against losses. Last week, the
Fed and other regulators adopted
another set of rules that require
banks to hold very safe assets they
can sell for cash in a pinch. That
rule, too, was stricter for U.S. banks
than the requirement agreed to in-
ternationally.

It isn’t clear how many firms
would need to raise capital to meet
the tougher U.S. surcharge. Bank of
America Corp., Citigroup Inc., Bank
of New York Mellon Corp., J.P.

Morgan Chase and Wells Fargo &
Co. declined to comment. State
Street didn’t respond to a request
for comment.

Banks around the world fought
the original surcharge proposal, ar-
guing it was unnecessary and could
restrict their ability to lend. U.S.
banks now are likely to argue the Fed
is putting them at a competitive dis-
advantage. Fed officials always
thought the surcharge range should
be higher than the level Basel negoti-
ators ultimately settled on, a point
Mr. Tarullo and other Fed officials
have voiced for years.

Janet Yellen, now the Fed’s chair-
woman, signaled last year that she
was eyeing a tougher surcharge. Ms.
Yellen said in a June 2013 speech
that “it may be appropriate to go be-
yond” the Basel surcharge levels.

One new wrinkle in the Fed’s plan
is to tie the size of the surcharge to a
bank’s reliance on short-term financ-
ing, essentially penalizing banks that
readily turn to the wholesale funding
markets. The Fed has been eager to
reduce reliance on short-term financ-

ing, such as overnight loans, which
were a source of instability during
the 2008 financial crisis when such
financing dried up. Heavy depen-
dence on short-term funding helped
sink Lehman Brothers Holdings Inc.

Fed officials thought the original
Basel methodology didn’t give
enough weight to a firm’s reliance on
such short-term loans in determining
how much extra capital a specific
firm must maintain. The new ap-
proach could either force banks to
further boost their capital cushions if
they rely heavily on short-term loans
or make less frequent use of short-
term financing.

As part of that effort, Mr. Tarullo
said Fed officials are working on a
separate rule that would require all
financial firms—not just banks—to
hold a minimum amount of securi-
ties or other collateral in short-term
financing transactions, such as re-
purchase agreements.

The Fed is planning to use its au-
thority under the 1934 Securities Ex-
change Act to adopt the margin rule
but is first trying to negotiate an
agreement ensuring other countries
will take similar steps, the senior
Fed official said. The Fed’s authority
extends to many transactions, except
those where U.S. Treasurys are used
as collateral, the official said.

An agreement with international
regulators is crucial, since firms
could simply move trading activity
to another country to avoid the U.S.
margin rule if a deal isn’t reached.

The capital surcharge for banks
could change each year, depending
on a calculation that takes into ac-
count its size, exposures, interna-
tional activity, and other data.

Excluding the changes in the
works at the Fed, the Basel capital
accords could require banks to have
a capital ratio of as much as 12.5% of
risk-weighted assets by 2019.

—Emily Glazer, Justin Baer
and Daniel Huang

contributed to this article.

BY VICTORIA MCGRANE
AND RYAN TRACY
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Going Short
Short-term, wholesale funding as a percentage of total liabilities at the
largest U.S. bank-holding companies.

The Wall Street JournalSource: SNL Financial

*Includes Fed funds purchased, repurchase agreements, commercial paper, trading liabilities and
borrowings with a maturity of less than one year, based on second-quarter regulatory filings
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Some U.S. banks might
face a surcharge as high
as 4.5% of risk-weighted
assets, far higher than
called for under Basel.
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Iraq Government Faces Sunni Demands
BAGHDAD—Iraq’s fragile new

government, forged under substan-
tial U.S. pressure, could break apart
if it fails to quickly meet the de-
mands of the restive Sunni minority
that reluctantly threw its support
behind the Shiite prime minister,
representatives of the group said
Tuesday.

Among those demands are the
release of thousands of youthful
Sunni prisoners held on terror
charges that human rights groups
say are dubious, the repeal of laws
barring supporters of the former
Saddam Hussein regime from poli-
tics and greater representation for
the sect in key state institutions
such as the military.

The slate of ministers approved
on Monday has drawn the loudest
protests from local leaders in the
Sunni-majority provinces now occu-
pied by the extremist group Islamic
State. These leaders, many of whom
the Obama administration hopes to
bring on side to confront the insur-
gents, say they will offer little sup-
port to Baghdad unless the new gov-
ernment makes real reforms.

“This current crop of politicians
in government left behind their
causes and dropped all their de-
mands in order to get some benefits
in return,” said Abdul Razaq Al
Shammari, a local leader in the
Sunni-majority province of Anbar.
“This is why we say that the revolu-
tion is still on and the resistance
will keep holding its weapons until
Sunni rights are restored.”

The U.S. hailed the formation of
the government, headed by Prime
Minister Haider al-Abadi, as a mile-
stone. The Americans, along with
the Sunni and Kurdish minorities
who reluctantly supported Mr.
Abadi, are all hopeful that he will
promote more inclusiveness in gov-
ernment than his predecessor Nouri
al-Maliki. Mr. Maliki was accused of
stoking sectarian tensions with poli-
cies that favored the Shiite majority.

The U.S., which was heavily in-

volved in the Iraqi government ne-
gotiations, is hoping the new cabi-
net can unify the country to
confront the increasing power of Is-
lamic State insurgents.

The government was approved
two days before President Barack
Obama is slated to address the na-
tion and lay out his strategy to con-
front Islamic State militants who
have taken over large tracts of terri-
tory in Iraq and Syria.

By numbers alone, the new cabi-
net is slightly less inclusive of the
Sunni minority, which holds eight
seats down from 11 under Mr. Ma-
liki. Two of the most important cab-

inet posts were left unfilled and one
of them, the defense ministry, is ex-
pected to go to a Sunni as it has in
the past.

Yet those numbers make little
difference to how the cabinet is per-
ceived. The anger among Sunnis ex-
poses an abiding gap between the
country’s hinterland and politicians
in Baghdad, viewed by many Iraqis
as aloof and ineffective.

Iraq’s fragile cohesiveness will
depend more on its ability to make
tangible reforms on the local level
rather than national level reconcilia-
tion between Sunnis and Shiites,
which isn’t going to go very far in

the present government, said
Nathaniel Rabkin, an expert on
Sunni tribes and managing editor of
Inside Iraqi Politics, a newsletter.

Such reforms have been de-
manded by antigovernment protests
that Mr. Shammari and other local
Sunni leaders have helped lead and
finance in the Sunni-majority prov-
inces of Anbar, Salah Al Din and
Nineveh since December 2012.

The protesters had called on the
Shiite-dominated government of Mr.
Maliki to relax laws they said were
discriminatory against Sunnis and
release prisoners. Mr. Maliki did lit-
tle to meet the demands, instead ac-

cusing the dissidents of aligning
with Sunni militants such as al
Qaeda—a claim the protest leaders
repeatedly denied.

None of the Sunni politicians
nominated to the cabinet has made
common cause with the protesters.

And while some Sunni leaders
put the protesters’ demands to Mr.
Abadi as a condition for their par-
ticipation in the cabinet, they with-
drew them shortly before the vote
in return for assurances by Ameri-
can diplomats that the demands
would eventually be met, said Ibra-
him Al Mutlaq, a former Sunni par-
liamentary who participated in the
government negotiations.

“The Sunni community is not
happy now with the current situa-
tion or with the Sunni representa-
tion in government,” he said. “But
we do trust promises coming from
the American side and this is why
we took part.”

The withdrawal of the demands
prompted loud accusations of be-
trayal that Sunni politicians denied.
Still, at least one Sunni member of
parliament said he had never heard
of such dissatisfaction among his
base of Sunni voters.

Those who were angry had yet to
give the new government a chance,
said Dhafer Al Ani, a Sunni parlia-
mentarian.

“The members of parliament get
their legitimacy from elections,” he
said.

“Those who ask for guarantees
to fulfill the Sunni demands do not
know that there are no guarantees
in politics.”

Other leaders in the new govern-
ment say the concerns stem more
from internecine fighting within the
Sunni bloc than a fundamental in-
stability in the new government.

A bloc representing the country’s
Kurdish minority in the north has
already put the government on no-
tice, threatening to withdraw after
three months if their demands for
more autonomy aren’t met.

—Ghassan Adnan contributed to
this article.

BY MATT BRADLEY

Members of the Iraqi parliament vote on Iraq’s new government at the parliament headquarters in Baghdad on Monday.
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Violence Tests Lebanon’s Religious Communities
BEIRUT—Violence that has

spilled over to Lebanon from neigh-
boring Syria has widened in recent
days to the country’s mostly Shiite
Bekaa Valley, where a spate of kid-
nappings have further tested the re-
straint of Lebanon’s religious com-
munities.

The flare-up comes as the recent
beheading of a Lebanese govern-
ment soldier captured along with 23
other troops has led to the kind of
anger and public finger-pointing
that in the past has tipped this
country of 5.8 million people into
communal violence.

Hours after Ayman Sawwan, a
Sunni, was taken hostage by un-
known gunmen in the Bekaa Valley,
his family blocked local roads and
abducted 10 Shiites in retaliation,
said Sheikh Ali Ayyoub, a local
Sunni leader.

The Lebanese army has inter-
vened and gained the release of one
of the 10 kidnapped men, but the
standoff continued Tuesday.

Mr. Ayyoub accused Hezbollah,
the military and political movement
that speaks for most of the Leba-
non’s Shiites, of responsibility for
the escalating turmoil.

“Here we are in an isolated area

and we have no connection with
Arsal, so why did they kidnap our
young men?” Mr. Ayyoub said. “If
Hezbollah keep provoking the Shiite
tribes to abduct our young men, the
Sunnis will start reacting the same
way.”

Lebanon’s Sunni Muslims, Ma-
ronite Christians and Shiite Muslims
have shown calm amid political in-
security since the destructive 15-
year civil war ended in 1990.

The three-year-long Syrian civil
war, however, has produced a com-
bustible mix again in Lebanon. Hez-
bollah has been fighting alongside
forces of Syrian President Bashar al-
Assad—even as Sunni rebels bat-
tling them use Lebanon as a haven.

The cosmopolitanism that is the
pride of Lebanese in more peaceful
times is, under the stress of the Syr-
ian war and its spillover, giving way
to suspicions reminiscent of a more
turbulent past.

At least one million Syrians have
fled across the border to Lebanon,
straining its social fabric to the
breaking point.

Islamic State fighters, along with
anti-Assad rebels of the al Qaeda-
linked Nusra Front, seized the Leba-
nese soldiers in August during fight-
ing in the eastern Lebanese town of
Arsal. It was the insurgents’ first ef-

fort to establish a foothold in Leba-
non, but they were beaten back by
Lebanese army forces after a five-
day battle.

The aftermath of the fighting,
however, has cast a lingering
shadow.

The Nusra Front is demanding

Hezbollah leave Syria in exchange
for the seized soldiers.

The Islamic State, which controls
a large territory encompassing east-
ern Syria and western and northern
Iraq, says it will release the soldiers
only when fellow Islamists held in
Lebanon’s Roumieh Prison are freed.

It has already made good on its
threat to start executing soldiers
unless the prisoners are released.

A video of the beheading of the
Lebanese soldier, Ali Al Sayyed, was
posted online on Aug. 28. His re-
mains were later returned to Leba-
non and identified by the govern-
ment.

Photographs of the beheading of
another soldier, Abbas Medlej, ap-
peared on Saturday but haven’t
been authenticated by Lebanese au-
thorities.

Lebanese officials so far have re-
fused to free the Islamists from
Roumieh Prison but have promised
to speed up trials of detainees
awaiting trial. Qatar has offered to
mediate between the two sides.

Many of Beirut’s neighborhoods
are defined according to religion
and sect, and in recent weeks gangs
of men have been patrolling neigh-
borhoods looking for people who
don’t reside there, said Semaan
Khawam, an artist of Armenian-Syr-

ian origin based in the Bourj Ham-
moud neighborhood.

Mr. Khawam said he was at-
tacked Saturday night by a group of
eight men in a predominantly Ma-
ronite Christian district as he
smoked a cigarette in a park. The
men demanded his identification
documents and assaulted him when
he refused, he said.

“It’s not how you fix this prob-
lem, by beating every stranger who
comes to your area,” Mr. Khawam
said, his lower lip still blue from the
attack. “Every area now has its own
hooligans, its own security, its own
gangs.”

Lebanese officials have acknowl-
edged the growing public anger but
have urged calm. Lebanese Prime
Minister Tammam Salam warned in
a speech on Sunday that the Islamic
State wanted to exploit the coun-
try’s fragility.

Everywhere, though, there are
jitters. After the battle for Arsal,
Lebanese forces conducted dozens
of raids and stepped up security
searches, said Ninette Kelley, the
Lebanon representative for the
United Nations High Commissioner
for Refugees.

“There’s increasing anxiety in
Lebanon, and I think it pretty much
affects everyone,” she said.

BY ASA FITCH

A woman at Mr. Sayyed’s funeral
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Astrodome Defies the Wrecking Ball
Fifteen years after shutting its

doors to professional sports, Hous-
ton’s cavernous Astrodome is prov-
ing surprisingly resilient in a city
where the desire for development
typically outweighs nostalgia and
preservation.

Late last month, the top elected
official in Harris County—which
owns the facility opened in 1965—
put forward the outlines of a plan to
turn the stadium into what he
termed the world’s largest indoor
park. The county would likely build
out the former playing fields of the
Astros and Oilers with green space
and walking trails and seek tenants
to develop commercial space in the
surrounding stands, said Ed Em-
mett, the chief executive of Harris
County.

It is unclear how realistic the na-
scent plan is, given that it lacks a
price tag or details about financing
or tenants. Also, some are pressing
for the stadium’s demolition, includ-
ing operators of a successful rodeo
that uses a neighboring facility, who
have put forward a plan to replace
the Astrodome with green space and
a museum.

Whatever the result, the plan
marks the latest pitch in the years-
long effort by Houston elected offi-
cials and residents to find a new use
for the world’s first domed profes-
sional baseball stadium, once
dubbed the “Eighth Wonder of the
World.” It illustrates the challenges
posed by obsolete professional
sports facilities to local govern-
ments.

Houston leaders have been pon-
dering what to do with the nine-
acre Astrodome since the Astros
moved out in 1999 to a new ballpark
in downtown Houston. Last fall,
Harris County voters narrowly de-
feated a $217 million bond measure

that would have converted the sta-
dium into a multipurpose venue
used for conventions and other
events.

“I’ve been thinking hard about
what do you do with the dome since
that ballot initiative failed,” Mr. Em-
mett said. “There are a lot of people
who look at Houston and say, ‘You
know what, we have a habit of tear-
ing down things and this is some-
thing that’s worth keeping.’ ”

Local officials throughout the
country have been facing similar
challenges as they have helped
teams build modern stadiums to re-
place facilities sometimes just three
decades old. The old facilities often
sit on large swaths of land that

could be developed but are difficult
to repurpose on their own.

Some of those venues, such as
the Izod Center that once housed
the New Jersey Nets basketball
team, have continued to hold con-
certs and other events.

Others sit vacant. The Silver-
dome, the onetime home of the De-
troit Lions football team in Pontiac,
Mich., has been searching for ten-
ants since the Lions left in 2001. It
was purchased by investors for
$583,000 in 2009.

Typically, the stadiums go the
way of the wrecking ball, often mak-
ing way for towers and apartments
or a public facility designed to spur
economic development. Minneapo-

lis, for example, just demolished its
Metrodome, built in 1982, as part of
a plan to build a new Vikings foot-
ball stadium on the same site.

The new stadium is under con-
struction and scheduled to open in
2016. Meanwhile, developers have
begun to develop other commercial
property on neighboring land, in-
cluding a set of office towers built
for Wells Fargo & Co.

R.T. Rybak, who was Minneapolis
mayor until January, said he pushed
the plan for the new stadium on the
Metrodome site partly to boost eco-
nomic development. He also didn’t
want the old stadium around with-
out any major tenants.

“I was deeply concerned the city

would be left with a white elephant
we’d have to justify keeping open
for many years,” Mr. Rybak said.

There wasn’t a strong preserva-
tion movement to save the Metro-
dome, he added. “You can dream up
at a community meeting a whole
bunch of things to do…but that
doesn’t mean you can make it finan-
cially supportable.”

Of course, the scene is different
in Houston. Many refer to the Astro-
dome in messianic terms, saying
that it put the city on the map, and
believe that any effort to tear it
down is a blow to the spirit of Hous-
ton.

Such sentiment runs counter to
the traditional narrative in the city,
where development is typically
praised as a mark of progress. Pres-
ervationists have been small in
numbers, and prior efforts to save
landmarks like the Shamrock Hotel,
built in 1949, have often failed.

“Houston has always been recog-
nized as a bold, visionary kind of
city where the sky is the limit and
we’re developer friendly,” said
Stephanie Ann Jones, executive di-
rector of advocacy group Preserva-
tion Houston. “That can sometimes
work against preservation.”

But the Astrodome, Ms. Jones
said, has attracted support from an
array of newcomers and old resi-
dents alike, given its links to the
city’s boom era.

Mr. Emmett, the county execu-
tive, said it would be a shame to let
such a large public asset go to
waste. Given the city’s often oppres-
sive heat, having such a large indoor
facility to hold something like a
park would be a boon for the com-
munity, he said. “The seats are
taken out and all that, but we’re still
left with a building that is abso-
lutely structurally sound,” Mr. Em-
mett said. “We need to think about
the best thing to do with it.”

BY ELIOT BROWN

The Astrodome opened in 1965. Houston has pondered what to do with it since baseball’s Astros moved out in 1999.
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Merlin Properties bought Marineda City shopping center in La Coruña, Spain.

M
er
lin

Pr
op
er
ti
es

THE PROPERTY REPORT

Europe’s REITs Are on a Tear, Boosting Property Market
said John Lutzius, who heads the
London office of Green Street Advi-
sors, a real-estate research firm.

But there are a few differences
between the U.S. in the early 1990s
and Europe today. In the U.S., most
of the IPOs were done by existing
real-estate companies whose portfo-
lios were overleveraged, and they
used the new equity to shore up
their balance sheets.

In Europe, most of the companies
that have gone public in the past year
didn’t own large portfolios of prop-
erty. Instead, investors are using the
IPOs to raise money to buy property
at attractive prices following real-es-
tate slumps in several countries, such
as Spain, Italy and Ireland.

The largest IPO this year was by
Merlin Properties SOCIMI SA, of
Spain, a company formed by two
former executives of Deutsche Bank
AG’s real-estate unit in Spain and
the former head of European real
estate for Brookfield Asset Man-
agement.

Merlin raised €1.25 billion and
expects to have invested 92% of it
by the end of this year, company ex-
ecutives said. Its purchases include
Marineda City shopping center in La
Coruña, the largest retail complex in
the country, for €260 million.

“Given our scale, we can do larger
transactions than other SOCIMI,”
said David Brush, Merlin’s chief in-
vestment officer, referring to the
Spanish term for the REIT structure.

Continued from page 15 REIT IPOs first started showing
up in Ireland in 2013, after the Irish
government introduced new REIT
legislation. The new players include
Green REIT PLC, which mostly owns
Dublin office buildings, and Hibernia
REIT PLC, which has acquired loan

portfolios as well as office properties.
Spain has seen the most IPOs in

Europe in the recent REIT boom,
with four listings this year and more
to come. Quabit Inmobiliaria SA is
seeking to raise about €500 million
this year, which it plans to use to

buy residential and commercial
property, according to people famil-
iar with the company.

Meanwhile, Italian Prime Minis-
ter Matteo Renzi in August signed a
package of measures softening the
country’s existing REIT regulation.

“There is currently interest in
Italian real estate, but there are not
enough listed vehicles to satisfy the
demand,” said Henri Quadrelli, an
analyst with Société Générale SA.

Performance of the new Euro-
pean REITs has been mixed. Green
REIT and Hibernia REIT have risen
33% and 14%, respectively, from
their IPO prices, thanks to rising
values in Ireland. In Spain, shares of
Lar España Real Estate SOCIMI SA
have dropped 6.2% since the com-
pany’s IPO in March.

Analysts said some REITs have
fared relatively poorly partly be-
cause their management teams are
untested, and, with property prices
already on the rise, they haven’t in-
vested all the proceeds they have
raised. While the first in the new
crop of IPOs were mostly well re-
ceived, “I believe that investors will
be more discriminating on the next
round of such deals,” Mr. Lutzius
said.

Hibernia CEO Kevin Nowlan said
the company’s performance has
been positive thanks to a manage-
ment team with good knowledge of
the domestic market. “We make de-
cisions very quickly and act very
quickly,” he said.

In a statement following an earn-
ing release this week, Green REIT
Chairman Gary Kennedy said the
company is gaining momentum, as he
pointed to improvements in Ireland’s
economy and real-estate market.

Lar España Chairman José Luis
del Valle said a slow stock market
was the main reason for the com-
pany’s poor start.

International investors are look-
ing at the new REITs as a way of
participating in the European recov-
ery. George Soros’s Quantum Strate-
gic Partners Ltd. and Paulson & Co.
have purchased large stakes in
Green REIT and Hibernia REIT in
Ireland and Hispania Activos Inmo-
biliarios SA and Lar España in
Spain.

In addition, European REITs are
benefiting from increasing interest
among institutional investors in
global REIT funds. These funds have
seen large inflows over the past five
years, from $18.9 billion in net as-
sets in mid-2009 to $47.3 billion
through the first half of 2014, ac-
cording to Morningstar. This is due
partly because investors believe
property values in the U.S. are un-
likely to rise much further in the
short term.

“As much as we like the U.S.
economy right now, you can’t buy
U.S. real-estate companies for 20%,
30% discount to their book value,”
said Marc Halle, global head of real-
estate securities for Prudential Real
Estate Investors.
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How Salmond Brought U.K. to Cusp of Breakup
Murray, a Scot, became the first
British winner of Wimbledon after
77 years in 2013, Mr. Salmond, in
the stands, unfurled the blue-and-
white Scottish flag. Colleagues say
he often quotes from the Duke of
Montrose’s poem “I’ll Never Love
Thee More,” which praises those
who take risks “to gain or lose it
all.”

Despite his success, Mr. Sal-
mond remains a polarizing figure,
among both political obsessives
and ordinary voters.

“I don’t trust Salmond,” said
James Smyth, owner of a gallery
on Edinburgh’s Royal Mile, a
stone’s throw from Mr. Salmond’s
seat of power at the Scottish Par-
liament at Holyrood. “He wants to
be King of Scotland at any cost,
and the cost is going to be bloody
expensive.”

For Mr. Salmond’s biggest gam-
ble so far—that Scotland could
thrive economically outside the
U.K.—the stakes couldn’t be
higher.

Scotland’s departure would
have profound repercussions for
Britain’s political landscape and
its economy, the third largest in
Europe. The potential loss of bil-
lions of pounds a year in oil and
gas revenues from the North Sea
would blow a hole in London’s ef-
forts to balance the books after a
painful recession. Oil and gas tax
receipts peaked in 2009 at £12.3
billion ($19.8 billion) but are cur-
rently around half that. It is un-
clear who would control oil and
gas assets after a split.

A vote in favor of indepen-
dence could spook foreign inves-
tors—the recent polls have al-
ready hit the pound and U.K.
stocks and bonds.

Bank of England Gov. Mark
Carney on Tuesday warned Scots
that a currency union with the
rest of the U.K. would be “incom-
patible with sovereignty” if they
choose to secede.

Depositors fearful for their
savings in Scottish banks could
pull their money out, destabilizing
the financial system. Economists
say the U.K. economy, growing
quickly but still fragile after a
global recession in 2009, could
sputter as households and busi-
nesses stop to take stock of what
Scottish independence might
mean for them.

While a Scottish seccession
would be a humiliating blow to
Mr. Cameron and his Conservative
party, the opposition Labour
Party, which relies heavily on
Scottish votes for its success,
could also face new headwinds.

Even the Union Jack—an echo
of Britain’s imperial past recog-
nized across the globe—might
need a redesign; its blue and
white background represents the
Scottish flag, the Saltire.

For tiny Scotland itself, cut
adrift in an unsettled global econ-
omy and reliant for cash on some-
times-volatile oil revenues, the
stakes could be higher still.

It isn’t clear whether the new
nation would automatically qual-
ify for membership in the Euro-
pean Union. An independent Scot-
land would also face potentially
significant startup costs, such as
establishing its own military.

But so too could the payout,
nationalists say, with Edinburgh
gaining full control of tax revenue
raised within its borders and able
to prioritize whatever spending
its citizens want.

Continued from page 1

“Independence will allow the
people of Scotland to work to-
gether, to transform Scotland for
the better,” Mr. Salmond said in a
recent speech. “It means that we
will always get the governments
we vote for. We will gain the pow-
ers we need to promote produc-
tivity, jobs and investment. We
will be able to build a more pros-
perous country and a fairer soci-
ety.” Mr. Salmond declined to be
interviewed for this article.

After centuries of on-off antag-
onism, Scotland joined with Eng-
land and Wales in 1707, creating
Great Britain. Industrial revolu-
tion, imperial adventurism and
two world wars brought the na-
tions closer together. But Scottish
nationalism endured, just as Scots
preserved the Gaelic language,
their church and other institu-
tions, and their own legal system.

Mistrust of their English neigh-
bors—built on centuries of antag-
onism and outright conflict—lin-
gered, too. To many nationalists,
those Scots who agreed to the
1707 union were turncoats who
betrayed their nation “for English
gold,” according to the 18th-cen-
tury poet Robert Burns. English
historians tend to the view the
Scots were broke and England
stepped in to bail them out.

Scots’ desire for self-govern-
ment has been a feature of British
political life for generations. Scot-
tish Labour leader Keir Hardie
campaigned for “Home Rule” dur-
ing Britain’s imperial heyday in
the years leading up to World War
I. Mr. Salmond’s Scottish National
Party was formed in 1934 and
since the 1960s has sent lawmak-
ers to parliament in London.

The discovery of oil off the
Scottish coast in the North Sea in
the 1960s fueled many Scots’
sense they were getting a raw
deal from the union.

In recent decades, Scotland
moved decisively toward the polit-
ical left, a legacy of painful eco-
nomic reforms enacted by succes-
sive Conservative governments
during the 1980s and 1990s that
accelerated the demise of Britain’s
industrial heartlands—many of
them in Scotland.

Scottish Nationalists, mean-

while, proved adept at wooing dis-
enchanted Labour voters who
loathe the Conservatives.

Mr. Salmond’s fervor for the
cause of Scottish independence
came from his grandfather, who
used to tell the future leader col-
orful Scottish historical tales
while balancing him on one knee,
according to a recent biography.

Peter Brunskill, who was best
friends with Mr. Salmond at the
University of St. Andrews on Scot-
land’s windswept eastern coast 40
years ago, recalls going door-to-
door with the young Mr. Salmond,
canvassing for independence, even
in the bitter cold of mid-Novem-
ber.

Mr. Salmond joined the SNP as
a student in the 1970s and, after a
career as an economist, was first
elected as a member of the U.K.
parliament at Westminster in
1987, representing Banff and
Buchan, a constituency on Scot-
land’s northeastern coast.

At the time, the SNP was a tiny
party on the fringes of Westmin-
ster political life. Mr. Salmond
was one of only three SNP law-
makers among the House of Com-
mons’ 650.

His first speech as a member
of parliament touched on themes
he would return to again and
again during his career. He poked
fun at the feeble performance in
Scotland of Margaret Thatcher’s
Conservative Party in the 1987
election, even though she won
overall. He criticized the govern-
ment for its neglect of rural con-
stituencies such as his own, where
people farmed, fished and worked
in the oil industry, or where they
“work with their hands and get
their faces dirty,” as he described
it. He accused London of squan-
dering Scotland’s oil revenues and
declared that Scotland was a na-
tion with the right “to determine
its own political destiny.” His
words struck home in a country
that was grappling with industrial
decline and frustration with poli-
cies made in London.

Mr. Salmond became leader of
the SNP in 1990. By 1997 the party
had six members of parliament.
But it was an amateurish outfit,
with few full-time staff.

It was Mr. Salmond’s indefati-
gable, media-friendly persona that
kept the SNP from slipping into
total obscurity.

The SNP’s fortunes changed in
1997. Resentment with Westmin-
ster had intensified in Scotland
during the 1990s following a de-
cade of painful economic reforms
enacted by successive Conserva-
tive governments. Demands for
greater autonomy grew louder.
The Scottish parliament, which
had been dissolved in 1707, was
reconvened in 1999 after Scots in
a referendum took up Labour
Prime Minister Tony Blair’s offer
of devolution.

In the Scottish Parliament,
which currently has control over
policies in areas including health,
education and transport, the SNP
won enough seats to make them
the second-largest party after La-
bour in 1999. But they struggled
to make further gains until Mr.
Salmond, who had stood down as
leader in 2000, returned for a sec-
ond term in 2004. He spent the
intervening years as the SNP’s top
lawmaker in the British Parlia-
ment where he stood out as a vo-
cal critic of the Iraq war.

He also wrote a column in The
Scotsman newspaper about horse
racing and popped up as a genial
guest on television game shows.
On trips to his hometown of Lin-
lithgow, he used to spend Satur-
days betting on horse racing at
the local betting shop, said Paul
Watson, a regular there.

Mr. Salmond led the SNP to
victory in Scotland in 2007. A sec-
ond, stunning victory followed in
2011 that gave Mr. Salmond an
outright majority in Holyrood. He
almost immediately announced
plans for a referendum on inde-
pendence.

Political analysts say Mr. Sal-
mond’s electoral success in 2011
owed much to his party’s record
in government. Polls showed SNP
ministers—most of whom weren’t
career politicians but had instead
held down regular jobs or built
businesses—were viewed as effec-
tive administrators and many of
their policies, such as free pre-
scriptions for medicines, were
popular.

That fueled support for a
greater transfer of power from
London that Mr. Salmond has
adroitly channeled toward enthu-
siasm for independence. Andrew
Wilson, who served as economic
spokesman in the first Edinburgh
parliament, said Mr. Salmond was
critical in shaping the SNP’s mod-
erate, civic nationalism and dis-
pelling skepticism over an inde-
pendent Scotland’s economic
potential.

By the time of its 2011 victory,
the SNP had also established a
formidable electioneering ma-
chine, which has now been
pressed into service for the pro-
independence “yes” campaign. Of-
ficials say a vast database con-
stantly fed by an army of activists
allowed SNP strategists to tailor
election messages to individual
voters’ concerns.

In Linlithgow, 20 miles from
Edinburgh, one of Mr. Salmond’s
former neighbors and childhood
playmates, Robert Cruickshank,
said the SNP leader is a rare poli-
tician who genuinely cares about
the people and his goals.

Old classmates and political
sparring partners described a man
passionate about politics, but one
unwilling to hear other people’s
views.

“He’s happy to engage, but not
happy to listen,” said Iain McGill,
a conservative parliamentary can-
didate for Edinburgh central.

Mr. Salmond sometimes dis-
plays a tendency to overreach
himself, and seemingly ignores in-
convenient obstacles. When Mr.
Salmond played arcade games
with his college friends, they
called one of his tactics the Sal-
mond Bum-Up, a reference to his
propensity to tilt the machine
seeking an advantage. He still falls
victim to that impulse in today’s
referendum campaign. In October
2012, the SNP was accused of mis-
leading voters by saying Scotland
would be an automatic member of
the European Union. EU officials
haven’t confirmed that.

His assurances that Scotland
will keep using the pound if they
vote to secede have been chal-
lenged by all three political par-
ties at Westminster, who say vot-
ers won’t want a eurozone-style
currency union with their new
northern neighbor.

Nor do his bets always pay out.
Perhaps his biggest misstep came
in 2009, when his government re-
leased Lockerbie bomber Abdelba-
set al-Megrahi, provoking an in-
ternational outcry.

As Scots get ready to vote,
doubts have persisted over
whether Mr. Salmond can deliver
the prosperity he promises. Econ-
omists have poked holes in his
economic arguments, saying his
forecasts for oil revenue and fu-
ture productivity are wildly opti-
mistic. Negotiations over unre-
solved issues such as currency
and divvying up the U.K.’s debts
could be difficult.

Yet still support for indepen-
dence climbs, even though some
polls show most voters don’t trust
him and few think they’ll be bet-
ter off if Scotland secedes.

Polls had suggested he would
lose the 2011 election. Instead Mr.
Salmond won an unprecedented
majority in Edinburgh, a victory
that unnerves his opponents.

“Alex Salmond tends to finish
well in races,” said Anthony Wells,
associate director of pollster You-
Gov.

IN DEPTH

First Minister Alex Salmond, center, poses with pro-independence supporters Tuesday in Edinburgh. For Mr. Salmond’s
biggest gamble so far—that Scotland could thrive economically outside the U.K.—the stakes couldn’t be higher.
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Zinc Deficiency Gives Investors a Jolt
The world is running low on

zinc, sending some investors scurry-
ing to buy mining-company shares
and forcing the U.S. Mint to redou-
ble cost-cutting efforts in search of
a cheaper penny.

Prices for the metal have soared
to three-year highs. Investors are
betting prices will continue to climb
as some of the world’s largest zinc
mines run dry just as demand is
ramping up.

Zinc is used in everything from
steel coatings to car tires to sun-
screen, and the metal has few substi-
tutes. The U.S. Mint reduced manu-
facturing costs to offset higher prices
for zinc, which makes up 97.5% of ev-
ery penny. However, steelmakers,
which buy about half the world’s
zinc, are in a tougher bind. Zinc is
one of several rust-resistant metals
vital to the steelmaking process
where costs have soared this year.

Zinc production is expected to fall
short of demand this year for the
first time since 2007, according to
Goldman Sachs. Several large, aging
mines are scheduled to close next
year, and miners need higher prices
to justify the cost of finding and de-
veloping new sources of metal. Min-
ers may not produce enough zinc to
meet the needs of steel companies
and coin makers until 2018, analysts
say. Meantime, a rebound in the U.S.
property market and soaring global
auto sales are creating new demand
for galvanized steel.

Zinc futures are up 15% this year.
“There are a relatively small

number of large zinc mines that are
happening to be reaching the end of
their useful lives,” said Stephen
Briggs, a metals strategist at the
bank. “While there are mines to re-
place them, they’re not that many
and they’re not that big…we’re
reaching the tipping point.”

Next year, metal companies are
expected to close two mines equal
to 7% of global production. Replac-
ing that supply won’t be easy. One
of the facilities expected to shut
down, an Australian mine called
Century, produces 500,000 tons of
zinc a year, equal to about five new
mines, Mr. Briggs said.

Zinc users are drawing on stock-
piles of the metal to make up for

production shortfalls. Supplies of
the metal in London Metal Ex-
change-licensed warehouses fell to a
3.5-year low in July and are down
21% this year. The warehouses con-
tain enough zinc to meet 19 days of
demand, down from 24 days at the
start of the year.

“The recent zinc rally has really
been driven by the fact that invento-
ries have been falling much faster
than people have been expecting,”
said Catherine Raw, a commodities
portfolio manager for BlackRock Inc.

Earlier this year, Ms. Raw pur-
chased zinc futures for delivery in
January 2015, and she has been buy-
ing stocks of zinc producers such as
Swedish mining company Boliden

AB and Canadian zinc producer Tre-
vali Mining Corp. in recent months.

George Cheveley, a commodities
portfolio manager with Investec As-
set Management, said he is buying
shares in Glencore PLC, the third-
largest zinc producer. Glencore,
which closed two zinc mines last
year, said in an earnings presenta-
tion on Aug. 20 that “the market
deficit will only widen further.”

“The zinc market already looks
like it’s moved into deficit…and the
new projects are very few and they
all require higher prices,” Mr. Chev-
eley said. Investec manages $120
billion.

Investors are more bullish about
the $750 million zinc market than

they are for any other metal traded
on the LME, according to exchange
data.

The U.S. Mint lost $55 million
producing pennies in 2013, when
the coin cost 1.83 cents to manufac-
ture. This year a penny is expected
to cost only 1.6 cents because of
savings elsewhere in the process, a
spokesman said.

The value of the metal contained
in a penny is climbing. At today’s
prices, the zinc in each penny costs
0.58 cent, from 0.47 cent last year
and 0.26 cent a decade ago.

“No alternative metal compound
would lower the cost of the penny
[to less than one cent], we just
don’t think it can be done,” said
Tom Jurkowsky, a spokesman for
U.S. Mint, adding that the Mint had
studied cheaper materials like steel
but encountered problems with
higher manufacturing costs.

Globally, zinc demand is up 7.7%
in the first six months of this year to
6.8 million metric tons, according to
the International Lead and Zinc
Study Group, an industry association.

To be sure, some investors say
zinc has peaked. Chinese zinc smelt-
ers, which refine ore into metal,
have large inventories of unrefined
ore that they can tap. China ac-
counts for about 44% of zinc con-
sumption.

“There’s a lot of unrefined metal
around China and if you increase re-
fined capacity, you could balance
out the market,” said Manne Ras-
mussen, analyst with the $594 mil-
lion Vontobel Belvista Commodity
Fund in Zurich.

BY TATYANA SHUMSKY

BUSINESS & FINANCE

*estimate. †WSJ calculation
Sources: WSJ Market Data Group (price); Goldman Sachs (surplus or deficit); U.S. Mint (penny cost); WSJ (zinc value)

Galvanized | Zinc prices are soaring as supplies grow tight.
London Metal Exchange zinc prices,
year-to-date

Global zinc surplus or deficit in
thousands of metric tons

Production cost of a penny, which is
97.5% zinc

Face value of a penny coin 1¢

600

–200

0

200

400

2007 ’09 ’11 ’13 ’15
Forecast

3

0

1

2

cents

2004 ’06 ’08 ’10 ’12 ’14

$2,600

1,800

2,000

2,200

2,400

J F M A M J J A S

The Wall Street Journal

Sept. 8 $2,390
2014 cost

1.6¢*

2016
-178,000

Value of zinc in one penny 0.58¢†

Plan for Test Results
numbers, they will include a sum-
mary of capital raised until Sept. 30
this year.

That allows the ECB to achieve
two somewhat contradictory goals:
It needs some banks to fail the
stress tests to make them more
credible than previous rounds, but
also doesn’t want to spook markets
by revealing major unsolved prob-
lems at big lenders.

Smaller banks in countries such
as Italy, Germany, Austria and
Greece are seen as most at risk of
flunking the tests. But few analysts
and investors expect big shocks,
thanks to the industry’s flurry of
capital raising and shedding of as-
sets over the past year.

Goldman Sachs analysts sur-
veyed 125 institutional investors,
and their consensus is that nine
banks will fail, triggering a total of
€51 billion ($65.8 billion) of capital
increases. The banks seen as most
likely to have shortfalls are Italy’s
Banca Monte dei Paschi di Siena
SpA, Germany’s Commerzbank AG
and Banco Comercial Português
SA, according to the survey.

Spokesmen for the Italian and
Portuguese banks declined to com-
ment. A Commerzbank spokesman
pointed to remarks last month by fi-
nance chief Stephan Engels that “we
still feel well positioned to pass the
test.”

It is not just eurozone banks that
are at risk of failing the stress tests.
About two dozen big European
banks outside the currency bloc are
undergoing the same exercise. A
stress-test simulation of 34 banks
run by analysts at Mediobanca Se-
curities concluded that seven banks
could fail. These included two Brit-
ish banks, Royal Bank of Scotland

Continued from first page Group PLC and Lloyds Banking
Group PLC, and two Nordic lenders,
Skandinaviska Enskilda Banken AB
and Danske Bank A/S.

RBS declined to comment. A
Danske Bank spokesman said the
bank believes it is well capitalized.

A spokesman for Lloyds said the
Mediobanca study had flaws, includ-
ing the use of different capital defi-
nitions in different countries. An
SEB spokeswoman declined to com-
ment.

European supervisors have
worked closely with national regula-
tors and bank executives to spur
pre-emptive action by banks. This
year, eurozone banks raised about
€36.9 billion in common equity, ac-
cording to SNL Financial. They also
ditched soured loans and extraneous
business units. European Union
banks are on track to shed €100 bil-
lion of assets this year, according to
PricewaterhouseCoopers.

European authorities hope this
year’s tests will be more credible
than in the past. European stress
tests in 2010 and 2011 were widely
ridiculed for being overly soft.
Banks such as Belgium’s Dexia SA
were given clean bills of health, only
to collapse months later.

In those tests, European authori-
ties allowed banks to plug their bal-
ance sheet numbers directly into
stress-test models. Part of the prob-
lem was that the banks’ numbers
were sometimes wildly inaccurate.

This time, the ECB is working
with national regulators to conduct
its own analysis of banks’ balance
sheets.

The asset-quality review, which
is being wrapped up, seeks to en-
sure that the numbers used for the
stress test include a more-realistic
valuation of banks’ holdings.

There’s more
to Boston
than baseball
this fall.

www.sibos.com

Register now
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CatalanEx-LeaderDisgraced
BARCELONA—Jordi Pujol often said he

discovered his mission for Catalonia while
climbing a mountain as a boy and seeing
the destruction wrought by the Spanish
Civil War of the 1930s. Decades later, as
Catalonia’s long-serving leader, Mr. Pujol
presided over the resurgence of a region
that had been beaten down by war and the
subsequent dictatorship of Francisco
Franco.

Now the 84-year-old Mr. Pujol, retired
but long revered as the modern father of
Catalan nationalism, has taken a mighty
fall, tarnishing the campaign for the re-
gion’s independence from Spain.

In July, Mr. Pujol acknowledged in a
statement that he had evaded taxes for
more than three decades by failing to de-
clare an inheritance held offshore. Since
then, tax investigators and prosecutors
have begun poring over the finances of Mr.
Pujol and his family, looking for more irreg-
ularities.

He has been stripped of honors and
abandoned by longtime allies. Barcelona
Mayor Xavier Trias, a member of Mr. Pu-
jol’s political coalition, said: “What Jordi
Pujol has to do is disappear.”

A scandal is the last thing separatists
need as they gear up for a massive demon-
stration in Barcelona on Thursday designed
to build momentum for a planned nonbind-
ing referendum on independence in Novem-
ber. Secessionists say Spain’s central gov-
ernment drains Catalonia of taxes without
respecting its language and culture.

Spanish government leaders say Cata-
lans have plenty of investment and auton-
omy already, and that the referendum won’t
be permitted. That position contrasts Spain
with the government of the U.K., which is
allowing Scotland to vote on independence
later this month.

The Pujol affair is an embarrassment to

separatists who have rallied behind a battle
cry of “Spain Robs Us,” saying that the cen-
tral government squanders or steals much
of what Catalonia pays in taxes. In his
statement, Mr. Pujol said his father had left
the inheritance, the amount of which he
didn’t disclose, in an offshore account and
specified that it was to go to Mr. Pujol’s
wife and seven children. Mr. Pujol said his
family had “never found the right moment”
until recently to declare the money, which
Spanish authorities say is held in the tax
haven of Andorra, and he apologized for
having waited so long.

Last week, Spanish Budget Minister
Cristóbal Montoro of the anti-independence
Popular Party, which governs nationally,
called the Pujol probe one of “the most se-
rious cases of financial fraud” in Spain, and
said government investigators were seeking
further information on the origin of the
cash in Andorra. “We can’t believe a com-
muniqué of someone who has hidden the
truth, deceiving Catalan society and his
voters during more than three decades,” he
said.

Mr. Montoro said Mr. Pujol had made his
admission only because he knew govern-
ment tax investigators were on his trail. In
his statement, Mr. Pujol said he was moti-
vated to confess due to “written insinua-
tions about the origins” of his family’s eco-
nomic means.

The Catalan politician’s admission has
intensified scrutiny of Mr. Pujol’s oldest
son, Jordi Pujol Ferrusola, who was already
under investigation for suspected tax fraud
and money laundering, according to court
documents. Those documents show that the
probe was sparked by accusations by a
woman who says she was his former lover,
and investigators now say they are looking
for possible links with the undeclared in-
heritance.

Another son, Oriol, who stepped down
from a party leadership position last year,

is the target of an unrelated investigation
into suspected influence-peddling. No
charges have been filed, and the two Pujol
sons have said they are innocent.

Independence opponents can scarcely
restrain their glee. “To say that Catalonia is
robbed of everything by the state is a fal-
lacy that is beginning to be dismantled,”
said María Dolores de Cosdepal, a Popular
Party leader.

But analysts say there are limits to the
damage Madrid can inflict on the indepen-
dence movement, as well as risks that ham-
mering on Mr. Pujol could backfire. While
many attacks from Madrid have cast him as
the personification of the independence
movement, the reality is different, said
Lluís Orriols, a political scientist at Carlos
III University in Madrid.

“The [Catalan] political establishment
was among the last to become pro-indepen-
dence and only after public opinion pres-
sured them,” he said. Mr. Pujol’s Conver-
gence and Union coalition embraced
independence only after a demonstration
by more than a million people organized by
citizens groups in 2012.

Moreover, while the scandal could be
devastating to Convergence and Union, the
party that stands to gain the most is the
Republican Left of Catalonia, which is even
more ardently secessionist.

Mr. Pujol burst to prominence in 1960 by
organizing a protest against officials of the
Franco government, which had repressed
Catalan language and culture since the vic-
tory of Gen. Franco’s forces in the civil war.
Mr. Pujol got two years in prison for that
act of defiance and became a Catalan hero.

Spain returned to democracy following
Franco’s death in 1975, and Mr. Pujol, who
served as Catalonia’s elected president from
1980 to 2003, became a pillar of the new
political order. The conservative Madrid
newspaper ABC named him “Spaniard of
the Year” in 1984. He was recognized as a

master of pactismo, political-deal making
with the central government that gradually
earns more powers and resources for his
region.

“We Catalans aren’t secessionists be-
cause we are convinced that [indepen-
dence] isn’t a good solution,” Mr. Pujol said
in 1995. “We try to obtain recognition of
our national identity within the framework
of the Spanish state and by that route we
have made very significant progress.”

Catalonia consolidated control of its ed-
ucation system and police force, revived the
Catalan language, and opened trade offices
around the world.

Mr. Pujol came out in favor of indepen-
dence only recently, after Spain’s Constitu-
tional Court watered down a painstakingly
negotiated revision of Catalonia’s governing
statute, which outlines the region’s rights
and responsibilities. “If there was an inde-
pendence referendum now, I would vote for
independence, something that I never ever
would have imagined,” Mr. Pujol said in an
interview in 2012.

Mr. Montoro questioned Mr. Pujol’s mo-
tives for embracing secession, suggesting
the continuing tax investigation might have
prompted him to turn against Spain. Mr.
Pujol hasn't responded to that accusation
and his lawyer didn’t return requests for
comment.

“We should be self-critical,” said Muriel
Casals, the head of Omnium Cultural, a Cat-
alan cultural group that is one of the orga-
nizers of Thursday’s demonstration. “Some-
times we Catalans think we’re like the
Lutherans of Spain. And the Pujol case is
like a slap on the face that says, ‘Look,
you’re not so Lutheran.’”

But the case won’t stop the indepen-
dence push, she said. “We are turning this
on its head and saying that we are going to
build a new country that is clean, so let all
that isn’t clean come out now. We don’t
want to sweep anything under the rug.”

BY MATT MOFFETT

Jordi Pujol, the former longtime president of Catalonia, and his wife, Marta Ferrusola, speak to the press in August. Mr. Pujol has admitted he hid an inheritance for years from Spanish tax authorities.
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Shipping Alliance Joins
CMA CGM, Two Others

LONDON—The French container-
shipping giant CMA CGM SA said
Tuesday it has formed an alliance
with China Shipping Container
Lines Co. and Middle East shipping
major United Arab Shipping Co. to
share vessels on some of the world’s
busiest trade routes.

The new alliance, called Ocean
Three, is expected to deploy about
150 ships that would move roughly
20% of all cargo between Asia and
Europe and 13% and 7% across the
Pacific and Atlantic oceans, respec-
tively, people involved in the deal
said.

The move comes after larger ri-
vals Maersk Line and Mediterra-
nean Shipping Co. sealed a 10-year
tie-up in July that is expected to
save them billions of dollars in op-
erating costs.

CMA CGM said the Ocean Three
vessels would call “in all the biggest
Asian, European and North Ameri-
can ports, using transshipment hubs
common to the three partners.”

CSCL said in a separate written
statement that the agreement would
be valid for two years after the start
of operations and would be auto-
matically extended if the parties in-
volved have no objections.

Maersk Line, a unit of Danish
conglomerate A.P. Møller-Maersk
A/S, and Switzerland-based MSC are
the world’s two biggest container-
shipping companies in terms of ca-
pacity. They announced their so-

called 2M alliance in July. Chinese
regulators earlier rejected a wider
tie-up called the P3 alliance, which
would have also included CMA CGM,
over concerns that the combined
strength of its proposed members
would threaten Chinese container
carriers.

“Ocean Three is an antidote to
2M,” said Jonathan Roach, a con-
tainer analyst with London-based
Braemar ACM Shipbroking. “It’s in
line with staying competitive with
the 2M and it’s a good deal, because
they have invested in some of the
biggest ships in the business and
also brought a Chinese company
into the fold.”

Container shipping, which carries
about 95% of the world’s manufac-
tured goods, has suffered for the past
decade from overcapacity that has
led to falling freight rates, which ma-
jor operators have described as un-
sustainable. A plethora of smaller
shipping companies regularly under-
cut freight rates from Asia to Europe
and across the Atlantic and Pacific
oceans, hoping to stay in business
until the industry recovers.

The 2M alliance would control a
35% market share in the Asia-to-Eu-
rope trade loop and 15% and 37% of
the cargo moved across the trans-
Pacific and trans-Atlantic routes, re-
spectively. The 2M fleet would in-
clude Maersk’s 20 Triple E vessels,
the biggest and most efficient ships
in the business, able to carry in ex-
cess of 18,000 containers each.

People familiar with the matter

said MSC will also likely charter on
long-term leases five Triple E’s from
Scorpio Group, based in New York
and Monaco, and China’s Bank of
Communications Co.

UASC and CSCL have a combined
11 Triple E’s on order. These vessels
steam more slowly than most other
ships to save fuel, slashing opera-
tional costs by 20% on each con-
tainer shipped, compared with the
average cost of existing vessels with
less fuel-efficient engines.

Both alliances need clearance
from U.S. regulators. William Doyle,
a commissioner for the U.S. Federal
Maritime Commission, said in an in-
terview last week that he would
consult with his Chinese counter-
parts at a meeting in November be-
fore the commission reaches a deci-
sion on the 2M alliance. The Ocean
Three partners haven’t yet filed
with the commission.

The alliances are expected to
gradually push smaller competitors
out of the benchmark Asia-to-Eu-
rope route because their smaller
and less fuel-efficient vessels won’t
be able to compete. This is expected
to bring some stability in freight
rates as supply, which is currently
15% above demand, will be more
tightly regulated.

A.P. Møller-Maersk Chief Execu-
tive Nils Andersen said in a recent
interview that overcapacity would
take at least four years to be ab-
sorbed.

—Colum Murphy in Shanghai
contributed to this article.

BY COSTAS PARIS

A vessel operated by Ocean Three member China Shipping Container Lines called in Hamburg last month.
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France Investigates GDF Suez

PARIS—France’s competition au-
thority on Tuesday ordered former
natural-gas-distribution monopoly
GDF Suez SA to share a set of cus-
tomer data with competitors while
the watchdog pursues an investiga-
tion into alleged abuse of a domi-
nant position by the utility.

Acting on a complaint filed in
the spring by rival Direct Energie,
the regulator, known as Autorité de
la Concurrence, said GDF Suez may
have taken advantage of the access
it had to customer files related to
government-regulated activities to
recruit new customers for its unreg-
ulated business.

Even though the probe hasn’t
been completed, the regulator said
there was an urgent need to foster
competition and ordered GDF Suez
to give rivals access to customer
data. GDF Suez has until Nov. 3 to
disclose data for large clients and by
Dec. 15 for households.

GDF Suez, which can appeal the
order, denied ever abusing a domi-
nant position.

The investigation highlights the
complexity of France’s energy mar-
ket. When France deregulated its
gas and electricity sectors in the
last decade, customers had a choice
of remaining with the incumbent
monopolies—GDF Suez for gas and
Electricité de France SA for electric-
ity—or shifting to new suppliers.

But the regulator argues that
when GDF Suez approached con-
sumers to sign up for its new, un-
regulated tariffs, some of its histori-
cal clients may have been confused
and possibly didn’t realize that they
now had the right to consider a
wider variety of offers.

“More than seven years after the
total opening of the market, the de-
velopment of new gas suppliers is ex-
tremely limited,” the regulator said.
New operators have won over only
5% of residential customers and 13%
of industrial ones since 2007.

BY INTI LANDAURO
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Strain for Scots Firms
tries with major assets in Scotland.

Oil and gas companies are wor-
ried, for instance, that an indepen-
dent Scottish government would be
more reliant on oil revenue for its
budget than the larger U.K. has been.
That could provide a temptation to
squeeze more tax from companies if
production keeps declining and tax
revenue shrinks.

North Sea output has been declin-
ing, with annual production last year
down 8% compared with the previous
year and about 70% from its peak in
1999. The decline has cut into the
U.K. government’s energy-tax reve-
nue, which fell to £4.7 billion ($7.6
billion) in the fiscal year ended in
March from £6.5 billion a year earlier.

Executives at BP PLC and Royal
Dutch Shell PLC, both of which have
multibillion-dollar developments off
Scotland’s Shetland Islands, have
said they would prefer that Scotland
remain within the U.K.

Industry executives have also
said that uncertainty over Scottish
independence, high costs and com-
plex tax structures have curtailed
new investment. Only 12 exploration
and appraisal wells were drilled in
the first half of this year, down from
27 in the first half of 2013, accord-
ing to trade group Oil & Gas UK.

Financial services, which form a
significant chunk of Scotland’s econ-
omy, have also been hit by the
raised prospects of a “yes” vote for
independence. Shares in Lloyds
Banking Group PLC, Royal Bank of
Scotland Group PLC and insurer
Standard Life PLC each dropped
more than 2% Monday after a new
poll put the separatist campaigners
in the lead for the first time.

The British government still
owns an 80% stake in RBS and a
24.9% stake in Lloyds following fi-
nancial crisis-era bailouts.

A “yes” vote would bring with it
huge uncertainty for financial-serv-
ices companies. Unresolved ques-
tions concerning the amount of the
U.K.’s debt an independent Scotland
would assume, and how bond mar-
kets would rate that debt, figure
heavily in the calculations of finan-
cial institutions, according to ana-
lysts. For Scotland’s banks, the un-
certainty could filter through to a
high rate of deposit withdrawals, al-
though several have said they ha-
ven’t seen much of an impact so far.

Scottish banking assets are 12
times the size of Scotland’s gross

Continued from page 15 domestic product, according to the
U.K. Treasury. The finance industry
accounts for 200,000 jobs—about a
12th of the workforce—and contrib-
utes about £7 billion to the econ-
omy, according to Scottish Financial
Enterprise, a trade body.

But the news isn’t all bad for
sectors largely reliant on Scotland.

Scotch whisky producers could
benefit from a weaker pound reducing
exporting costs—assuming Scotland
retains use of sterling, as “yes” cam-
paigners propose. Scotch exports are
worth around £4.3 billion a year, ac-
cording to the Scotch Whisky Associa-
tion, with about 20% going to the U.S.

“In our opinion, exporters should
benefit” from a separation, said ana-
lysts at Credit Suisse in a note pub-
lished Tuesday. The analysts picked
out two companies that could gain
the most: Diageo PLC, whose brands
include Johnnie Walker, J&B and
Bell’s, and Pernod Ricard SA, maker
of Chivas Regal and The Glenlivet.

Other industries likely to gain
from a weaker pound include to-
bacco and pharmaceuticals, accord-
ing to Citigroup. The firm cited
British American Tobacco PLC, Im-
perial Tobacco Group PLC, Glaxo-
SmithKline PLC and AstraZeneca
PLC among those that might bene-
fit, as a large portion of their sales
are done overseas.

Although the tourism industry
might also see Scotland’s appeal in-
crease with a weaker currency, at
least some people say a split might
keep them away. A recent survey by
market-research firm LJ Research
Ltd. found that 11% of potential
tourists to Scotland would be less
likely to go after independence,
though 84% said they would be un-
affected—and 5% said they would be
more likely to visit.

Greater control for Scotland over
its borders—a likely outcome which-
ever way the vote goes—could help
the country’s technology industry.

John Peebles, chief executive of
Scottish tech startup Administrate
Ltd., said changes could bring more
flexibility to highly skilled workers
or foreign students looking to stay
in the country.

“That could be great for Scot-
land,” he said. “We feel like [that]
could be a positive impact no matter
which way the referendum goes.”

—Selina Williams,
Max Colchester

and Lisa Fleisher
contributed to this article.

Google Officials Use Tour to Discuss Privacy
sory Council will give us guidance on
how to think about the more com-
plex removal requests, which will
complement the guidance we receive
from Europe’s data-protection au-
thorities.”

In Tuesday’s meeting, which
stretched for more than four hours,
Google’s eight-member advisory
panel, ranging from former Spanish
data-protection chief José-Luis Piñar
to Wikipedia founder Jimmy Wales,
heard testimony from eight Spanish

Continued from page 15 experts, including privacy advocates
and Montserrat Domínguez, the head
of the Spanish edition of the Huff-
ington Post.

In a brief speech, contrasting
with the academic tone of much of
the discussion, Ms. Domínguez cited
recent cases of news media being
notified by Google of the removal of
stories from certain individuals’
name searches. Ms. Domínguez said
Google should make a bigger effort
to clarify why it is approving take-
down requests.

Mr. Piñar, in response, conceded
that Google has been thrust into an
unusual position as judge of what
people should know. “The search en-
gine has become a mirror that can
decide what it will reflect and what
it won’t,” Mr. Piñar said.

Google’s Mr. Schmidt for his part
said during the meeting that the
company and its panel are at the be-
ginning of a longer process.

“This is just the beginning of
many days of listening and strug-
gling with these issues,” he said.
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OPINION: REVIEW & OUTLOOK

The summer pricing strife between
Amazon and media companies isn’t
fading with the season. This can

mean only one thing: The Justice
Department must be preparing to sue
Apple again for price fixing. That’s a joke,
not a suggestion, though it is the same
government illogic that led to this mess.

The cold war between Amazon and
publisher Hachette is said to pit readers
against authors, or consumers against one
corporate hegemon or another—though
the fight is unfair. Hachette is a unit of the
French conglomerate Lagardère SCA with
$7.2 billion in annual revenue. Its
adversaries are both the $74.5 billion
Amazon and the $3.65 trillion U.S.
government, and the story of how the
online retailer brought on this strategic
political partner deserves more scrutiny.

i i i
The current dispute is best seen as a

new iteration of the same fraught business
negotiations that in late 2009 and early
2010 led Justice to sue the six major
publishers and Apple for antitrust
violations. Then as now, the book people
believed that Amazon was devaluing their
products by setting retail prices too low
and endangering the industry’s long-term
survival.

The protest is the same today, as is
Amazon’s claim to be the reader’s
tribune—at the current moment by
boycotting Hachette authors and marking
up list prices to coerce the house to accept
its bargain-basement terms. In 2010 the
Everything Store was selling e-book
bestsellers for $9.99, several dollars below
the wholesale price determined by
publishers. These loss leaders for the
Kindle device help to explain why Amazon
then sold nine of every 10 e-books.

The publishers wanted to regain some
nominal management of their own retail
prices. So prior to the iPad and the
creation of the tablet market, Apple
proposed a switch to an “agency model”
for e-books. The book producers could
choose among pricing tiers in its digital
bookstore, and Apple
would take a fixed royalty
of 30% on each sale.

Amazon could have
continued with its
wholesale model—but the
publishers were protesting
the company’s tactics by
withholding popular
hardback or e-book titles for several
months. Thus for the first time Amazon
had in Apple an e-book competitor with a
potentially superior selection of books.

So in February 2010 Amazon posed as
the victim, and associate general counsel
David Zapolsky submitted a confidential
white paper to the Federal Trade
Commission and Justice’s antitrust
division on “the collective nature of the
publishers’ action to take control of digital
book pricing.”

DoJ then picked up Amazon’s legal
argument and used it to sue Apple. DoJ
claims that the iPad and the publishers’
acceptance of Apple’s new arrangement
“forced” Amazon to flip to the agency
model and thus higher (albeit temporary)
consumer prices.

The irony is that over the same 2009-10
period Amazon was also exploring a
conversion to agency contracts. Jeff Bezos
and his e-books executives convened at the
CEO’s boathouse on Jan. 24, 2010 and four
days later at headquarters to discuss the
matter. The agency model tends to be
more lucrative for the online sellers taking

the commissions and realistically Amazon
probably could not take wholesale losses
forever. One irony of the DoJ suit that was
lifted from the Amazon white paper is that
the publishers supposedly conspired to
demand less short-run revenue, which is
exactly what Amazon’s wholesale model

did.
On Jan. 31, 2010,

Madeline McIntosh, a
former Amazon employee
who had decamped for
Random House, emailed a
former colleague to marvel
over “discussions 9 months
or so ago regarding howwe

would ever be able to implement a profit
share model. . . . I guess what we had never
figured in was the idea that five publishers
would band together and insist on
receiving worse terms. And then Amzn
would be ‘cornered’ into accepting them.”

The Amazon executive, Laura Porco,
replied: “Hysterical isn’t it. Jedi Mind
Tricks here in Seattle.”

This history emerged in discovery for
the Apple antitrust suit, but Amazon
received another assist from district court
Judge Denise Cote. Apple identified 368
documents between Jan. 18, 2010 and Feb.
5 related to Amazon’s potential agency
play and pricing practices that Amazon
refused to turn over in whole or part.
Judge Cote quashed the request and
blocked most of the material from
becoming evidence at trial. “I don’t agree
that the profitability of the Amazon e-book
business is relevant. I don’t understand
why it would be,” she mused at a May 31,
2013 hearing.

Yet in Judge Cote’s July 2013 antitrust
finding against Apple, she held that
Amazon’s very dominance explained the

alleged collusion. “The Publisher
Defendants did not believe, however, that
any one of them acting along could
convince Amazon to change its pricing
policy. They also feared that if they did not
act as a group, Amazon would use its ever-
growing power in the book distribution
business to retaliate against them.”

By then the publishers had settled,
without admitting wrongdoing, under
threat of financial ruin. That 2013 consent
decree preserved agency agreements but
included a de facto prohibition on price
floors for two years, allowing Amazon’s
discounting practices to go on. The only
reason Hachette is fighting now is that it is
the first to be released from the
settlement’s staggered terms. Next up is
Harper Collins, which like this newspaper
is a part of News Corp.

i i i
Amazon can claim a consumer interest

in lower prices. But prices aren’t the only
measure of consumer benefit, especially if
lower prices discourage new investment in
quality and innovation and consumer
choice. Publishers are literary venture
capital firms that finance writing and
research that may not pay off for years if
it ever does. They deserve some influence
over how intellectual property is
distributed.

The larger point is that the executive
and judicial branches intervened to aid
Amazon, a quasi-monopolist incumbent at
a crucial competitive juncture amid the
shift to digital from print, preventing a
market resolution. Apple is appealing
Judge Cote’s ruling as a matter of antitrust
law, and the outcome is by no means clear.
What is clear is that Amazon ought to stop
claiming to be a tribune of the market
when its chief patron is government.

T oday’s lesson in the utterly
predictable is the report out of the
United Nations that Syria may not

have declared the whereabouts of all of its
chemical weapons. So a regime that
denied building a nuclear-bomb facility
before the Israelis destroyed it in 2007,
and denied using chemical weapons it
clearly used against its own people in
2013, may not have told the truth about
its stockpiles? Say it ain’t so.

The charge came late last week from
none other than Samantha Power,

President Obama’s Ambassador to the
U.N., following a confidential briefing to
the Security Council on Syria’s chemical
disarmament. “I want to
stress that much more
work still needs to be done
on Syria’s chemical
weapons program,” Ms.
Power told reporters. “The
international community
must continue to press for the resolution
of all discrepancies and omissions in
Syria’s original declaration.”

We reported a year ago that U.S.
intelligence services doubted the
completeness of the Syrian declaration.

The Assad government
disclosed 32 sites but U.S.
spooks believed there were
about 50. That reality has
been downplayed at the
U.N., where officials like to
stress that 96% of Syria’s

declared stockpiles have been destroyed
and claim victory.

But Ms. Power clearly doubts that

Syria has come clean, and she expressed
concern that the remaining weapons
could eventually fall into the hands of
Islamic State or other terrorist groups
given the country’s civil war. We already
know that Syria has used chlorine bombs
in the year since it agreed to give up his
chemical weapons.

Ms. Power is right to keep the pressure
on, but the likelihood is that the Assad
regime will never turn over everything.
The most dangerous weapon in a
dictatorship is always the dictator.

S usan Rice completed a three-day
visit to Beijing Tuesday with the
aim to strengthen cooperation

amid bilateral tension and crises in the
Middle East and Europe. A sign that the
U.S. National Security Adviser made
progress would have been Beijing’s
decision to allow human-rights lawyer
Gao Zhisheng to leave China for medical
treatment in the U.S.

The Chinese government has
punished Mr. Gao for nearly a decade for
his legal work on behalf of factory
workers, dispossessed land owners and
especially religious minorities, including

Christians and Falun Gong members.
Released from Shaya prison in western
China on Aug. 7, he has been under
house arrest without
access to doctors.

Mr. Gao needs medical
care after being confined
from December 2011 until
last month in a dark cell
with no access to the
outside world. The guards, who fed him
one slice of bread and one piece of
cabbage per day, refused to speak to
him. His lawyers say he shed 50 pounds
and lost teeth to malnutrition. Mr. Gao

has written that in previous detentions
he was burned with lit cigarettes, beaten
with pistols and electrocuted. Torturers

pierced his genitals with
toothpicks.

From 2006 to 2009,
state security terrorized
Mr. Gao’s family by
occupying their Beijing
apartment and denying

them any privacy. His wife and children
fled in 2009 and received asylum in the
U.S.—“our adopted country,” says his
wife, Geng He, who has asked U.S.
leaders to request her husband’s release

for medical care outside China. Such a
request stands a decent chance now, as
the U.S. and China are preparing a
presidential summit on the sidelines of
November’s Asia-Pacific Economic
Cooperation forum in Beijing.

While Ms. Rice has plenty on her
agenda, from the summit to maritime
territorial disputes and cyber
espionage, issues of political freedom
and human rights deserve a prominent
place. One is Hong Kong’s fading
freedoms. Another is Gao Zhisheng, a
brave advocate whom Beijing has
abused long enough.

Amazon Loves Government

‘Discrepancies and Omissions’

Free Gao Zhisheng

The U.S. doubts Syria
has disclosed all of its
chemical weapons.

How the online
retailer leveraged

federal power to crush
the publishers.

China has brutalized
the human-rights
lawyer for a decade.
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U.S. Political Website
To Expand in Europe

Politico is taking its quest to “win
the morning” into a new time zone.

The Washington, D.C.-based news
organization has formed a 50-50
joint venture with German publisher
Axel Springer SE to start a Euro-
pean version of Politico, the compa-
nies announced on Tuesday. The
companies are putting up money in
the “eight figures” to fund the new
venture, according to people familiar
with the matter, meaning it will be
worth at least $10 million.

While details of the venture are
still being worked out, it will be
based in Brussels, the companies said
in their statements. Possible locations
for other bureaus include Paris and
Berlin, according to people familiar
with the matter, and acquisition of
competitors has also been discussed.

“This is the start of a very impor-
tant project for us, and we will have
many details to share in the weeks
ahead,” wrote Politico’s co-founders,
John Harris and Jim VandeHei, in a

memo on Tuesday indicating the
still-evolving nature of the plans.
“We can tell you this is a 50-50 joint
venture with Axel Springer and will
cover not just Brussels but European
politics and policy more broadly.”

They added: “This partnership is
aimed at exploring journalistic op-
portunities in Europe and is being
set up as a stand-alone enterprise.”

In a statement on its website, Axel
Springer said that the venture would
be “a new digital political media of-
fering that will offer in-depth cover-
age of European politics and policy.”

Politico was founded in 2007 by
former Washington Post journalists
Messrs. Harris and VandeHei, with
the backing of publisher Robert All-
britton.

Although it got most of its atten-
tion for the news it broke on its fre-
quently updated website—when tra-
ditional newspapers were still
grappling with how to respond to
the Web—half of its revenue in its
early years came from a limited-cir-
culation print publication.

The European venture represents
the first major move by Mr. Allbrit-
ton since the closing of the sale of
his family’s television stations at the
end of July for nearly $1 billion.
When he announced his intention to
explore such a sale in May 2013, he
said he planned to use the resources
from it to invest more in Politico
and other digital media like it. In
September 2013, Politico made its
first expansion beyond Washington,
with the purchase of the New York
City-based online news site Capital
New York.

Shortly after buying Capital New
York, which had previously been a
free site, Politico rolled out a model
for it that resembled the one on its
original site: a combination of freely
accessed news and highly special-
ized “verticals” requiring a subscrip-
tion to read. It also launched print
magazines for both Politico and Cap-
ital New York.

Both Politico and Axel Springer
said more details about the venture
would come in the weeks ahead.

BY KEACH HAGEY

GroupBacks Beijing
InParts-PriceRow

SHANGHAI—European car-parts
suppliers are backing China’s efforts
to loosen auto makers’ grip on spare
parts sales in the country, arguing
that Beijing should use its antimo-
nopoly law to help bring down
prices for consumers.

The European Union Chamber of
Commerce in China, whose mem-
bers include more than 100 Euro-
pean parts makers and related com-
panies, said on Tuesday that auto
makers control the Chinese market
for spare parts and other aftermar-
ket services, leading to dealers and
consumers paying higher prices
than they might elsewhere.

“Parts supply is purely con-
trolled by auto makers with distri-
bution only to their authorized
dealer shops, causing an excessively
high repair part price and a com-
mon burden to dealers by mandat-
ing vehicle and parts stock,” it said.

Parts makers may be reluctant to
publicly complain for fear of retalia-
tion by car makers, it said.

The report comes as Chinese anti-
monopoly regulators are scrutinizing
foreign luxury-car makers in China
for their hold on spare parts. Audi
AG, BMW AG and Daimler AG’s Mer-
cedes-Benz—which between them
hold about 70% of the Chinese lux-
ury-car market—have lowered prices
for parts and said they are cooperat-
ing with investigators.

Audi and Mercedes-Benz weren’t
immediately available for comment.
BMW declined to comment.

The position paper didn’t name
specific parts suppliers that might
be complaining.

European auto-parts makers, in-
cluding GKN PLC, weren’t immedi-
ately available for comment. U.K.-
based Delphi Automotive PLC and
France-based Faurecia SA declined
to comment.

The parts makers made similar
complaints in a position paper last
year. But the heightened language in
the latest report adds to the pres-
sures foreign auto makers face in
China, an increasingly important
market.

Analysts say in the wake of the
current antitrust probes, China may
overhaul how car makers distribute
and sell cars and car parts.

“Now is the time that everybody
is jockeying to get regulation shaped
in their favor,” said Andreas Graef,
principal at management consultancy
A.T. Kearney’s Shanghai office. “Auto
components makers want to send a
clear message to the authorities that
they want more equal access to
China’s after market.”

The industry group’s report also
offered new insight into China’s ris-
ing enforcement of its six-year-old
antimonopoly law, which has drawn
criticism from foreign business
groups in recent days.

Elsewhere in its report, the
1,800-member EU chamber group
criticized China’s antimonopoly law,
saying it lacked clear standards and
enforcement methodologies.

Chinese Premier Li Keqiang on
Tuesday said antitrust investiga-
tions didn’t target specific compa-
nies or industries, state media Xin-
hua reported.

He said only one-tenth of the
companies that have been investi-
gated were foreign. Mr. Li was
speaking to business leaders on the
eve of the World Economic Forum in
Tianjin.

Separately, Beijing fined three
Chinese cement companies on Tues-
day a combined 114 million yuan
($18.6 million) for price fixing.

The auto parts suppliers’ com-
plaints were reported earlier Tues-
day by the Financial Times.

—Richard Silk and Liyan Qi
contributed to this article.

BY COLUM MURPHY

AppleUnveilsNewWatch, Phones
Called Apple Watch, the device

comes in two sizes and three ver-
sions: Watch, Sport and Edition. Ap-
ple is offering several different
straps and faces, allowing multiple
designs.

Apple said the watch will start at
$349 in the U.S. and will be available
in early 2015. It works through a
connection to Apple’s new iPhone 6
and 6 Plus and the older iPhone 5, 5c
and 5s. Mr. Cook said it allows new
ways for users to communicate from
their wrists. The watch includes sen-
sors that can detect a pulse, count
steps, and suggest fitness goals.

The most noticeable upgrade for
the phones is the larger displays.
Apple has stuck with a smaller dis-
play for its iPhone, even as competi-
tors started making larger screens a
standard feature for high-end
phones. The feature is especially
popular in China and other emerging
markets where the smartphone is

Continued from first page replacing the PC as the primary
computing device.

The absence of a large screen
was becoming a liability for Apple as
it tried to maintain its dominant
hold on the high-end smartphone
market. Phones with screens larger
than 5 inches accounted for nearly
40% of global smartphone shipments
in the second quarter, up from 21% a
year earlier, according to market re-
searcher Canalys.

Apple’s main smartphone rival
Samsung Electronics Co. has pushed
aggressively into larger-size smart-
phones, using the bigger screen as a
key differentiator from the iPhone.
For smartphones with screens of 5
inches or larger, Samsung is the
leader, with 34% of the market, ac-
cording to Canalys.

Apple pushed the price of its
high-end iPhone higher, even as
other manufacturers feel pricing
pressure on smartphones. Apple’s
iPhone is already more expensive

than nearly all of its competitors.
Before the price increase, research
firm IDC estimated that the world-
wide average selling price of an
iPhone will be $657 this year, com-
pared with $254 for phones using
Google Inc.’s Android system.

The price increase comes as U.S.
carriers wean customers off upfront
discounts that masked the real price
of the iPhone. Instead, carriers are
pushing subscribers to pay the full
price of the iPhone in installments.

As for the payment system, Ap-
ple said it hopes to speed up the
checkout process, make credit-card
payments more secure and ulti-
mately, replace physical wallets. The
company said it is using a technol-
ogy known as near-field communica-
tion, or NFC, that that works by
transmitting a radio signal between
the device and a receiver, when the
two are fractions of an inch apart.

—Alistair Barr
contributed to this article.

The three new iPhones Apple put on public display on Tuesday as the company reacts to rivals’ bigger screens
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Trump Casinos at Brink
The Atlantic City, N.J., casinos

bearing Donald Trump’s name re-
turned to bankruptcy court, in what
could be the last effort to save the
beleaguered properties.

Without concessions from union-
ized workers, the Trump Taj Mahal
will close on or shortly after Nov. 13
and all operations will terminate by
Nov. 27, court papers said.

Tuesday’s filing by Trump Enter-
tainment Resorts Inc. attempts,
among other things, to halt a lawsuit
by Mr. Trump asking a New Jersey
court to remove his name from the
casinos.

“Mr. Trump brilliantly left Atlan-
tic City more than seven years ago
and has not been back. Mr. Trump
has absolutely nothing to do with
Trump Entertainment Resorts Inc.,”
Michael Cohen, a lawyer for the real-
estate mogul, said in a prepared
statement.

Trump Entertainment Chief Exec-
utive Robert Griffin in court papers
cited the need to halt litigation, in-
cluding Mr. Trump’s suit, as among
the reasons for the Chapter 11 filing,
along with disappointing results
from Internet gambling, rising At-
lantic City taxes and a continued
slide in revenue. Trump Entertain-
ment doesn’t have bankruptcy fi-
nancing and will have to turn to its
dwindling cash to keep the doors

open while it makes an effort to sur-
vive, he said.

In addition to the Trump Taj Ma-
hal, units associated with the Trump
Plaza hotel and casino, which already
had been slated for closure, were in-
cluded in the filing in U.S. Bankruptcy
Court in Wilmington, Del., seeking
protection from creditors. The com-
pany made four previous forays
through bankruptcy protection.

Trump Taj Mahal’s most recent
financial statements had warned
that a restructuring was imminent.
In the absence of significant revenue
increases, the casino told New Jer-
sey regulators that it wouldn’t be
able to pay its bills, including more
than $285 million in secured loans
from Icahn Partners LP and affili-
ates. Activist investor Carl Icahn at-
tempted to gain control of the
Trump casinos on their 2010 pass
through Chapter 11, but failed. About
$13.5 million in trade debt remains
unpaid, as well, court papers said.

The Trump Entertainment filing
comes amid a slowdown in the U.S.
casino industry, although it has hit
the New Jersey resort community
especially hard. Years of declining
revenue in Atlantic City culminated
this year in a series of closures.

After the Trump Plaza closes, At-
lantic City will have eight casinos,
including the Taj Mahal.

—Michael Calia
contributed to this article.

BY PEG BRICKLEY
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Afghanistan faces its most
serious crisis in a decade. This
time, however, it is not caused by
an emboldened Taliban but by
growing friction between the two
contenders for president. Only a
determined effort by the U.S. and
other North Atlantic Treaty
Organziation allies can prevent an
escalation into violence.

Many Westerners and Afghans
embraced this year’s presidential
election as an opportunity to move
on from President Hamid Karzai,
whose relationship with Western
leaders dramatically deteriorated in
recent years. But the election
results have been contentious.

The first round of voting was in
April. No candidate secured 50% of
the vote, though former Foreign
Minister Abdullah Abdullah led
with 45%. The two candidates with
the largest shares, Mr. Abdullah
and former Finance Minister Ashraf
Ghani, went to a run-off on June 14.
The preliminary results showed Mr.
Ghani ahead with roughly 56% of
the vote, yet allegations of fraud
mounted.

In July, the candidates agreed to
a recount under the auspices of the
United Nations and with the direct
involvement of U.S. Secretary of
State John Kerry. Still the impasse
between the Abdullah and Ghani
camps has persisted. Now some
senior Afghan political and security
officials have considered imposing
an interim government, a move

tantamount to a coup.
The stakes are high. So is the

tension in Kabul, where there are
rumors that some of Mr. Abdullah’s
supporters are considering violence
if Mr. Ghani is declared the winner
in coming days.

Leaders from the Jamiat-e
Islami, a political party associated
with the Tajik community and Mr.
Abdullah, threatened in August to
oppose Mr. Ghani with help from
allies in the Afghan National
Security Forces. Provincial and
district governors with close ties to
Mr. Abdullah may be arming
militias to shore up their power
bases in case of a Ghani victory.

Both candidates appear to be
reneging on the two-part deal that
Mr. Kerry brokered. Mr. Abdullah
tried to block completion of the
audit process, which both camps
agreed to support. Meanwhile Mr.
Ghani doesn’t appear to be
delivering fully on his promise to
establish the national-unity
government specified in that
agreement.

An outbreak of violence could
have serious consequences. It could
trigger a coup attempt or in-
fighting among government
security forces allied with the
respective camps. There are
growing concerns that important
military, police and intelligence
officials in Kabul and out in the
field would support different sides
in an insurrection.

Such a split would weaken the
government and the fragile Afghan

National Security Forces, which
could rupture along ethnic lines.
That could allow pro-Abdullah
forces to consolidate control of the
capital and other primarily Tajik
and Hazara provinces in central
and northern Afghanistan, while
pro-Ghani forces could control
Pashtun areas in the east and south
of the country.

There are already indications
that segments of the Afghan
National Army, such as the 205th
Corps headquartered in Kandahar,
could face significant divisions if
the losing candidate broke with
Kabul. Its subordinate units—which
consist of four brigades, a
commando battalion and three
garrisons—might fracture because
of the divided political loyalties of
its commanders.

This division would almost

certainly facilitate Taliban
advances, particularly in the critical
eastern and southern fronts, where
the Taliban is gaining some ground.
In Nangarhar in July, for example,
Taliban forces constructed a series
of trenches, tunnels and berms
before they overran nearly a dozen
security posts and threatened
Hisarak District Center.

Balkanization of the Afghan
National Security Forces would be
doubly dangerous. Leaders would
have to divert part of their time,
money and resources to fighting
each other rather than the Taliban.
Morale would be severely
weakened, undermining the
effectiveness and determination of
army, police and intelligence units.

A bloody internal struggle isn’t
inevitable but increasingly possible.
So it’s essential for the U.S. and its

allies, who have already invested
enormous blood and treasure in
Afghanistan, to prevent the
political cracks from widening.

Perhaps the most significant
step is to continue encouraging the
creation of a national-unity
government in which the winning
candidate integrates key supporters
of the loser’s side. This would
include appointing supporters to
major cabinet posts or provincial
governor positions. It might also
involve the losing candidate
selecting a chief executive officer in
a new administration.

Most important, the U.S. and
other NATO countries need to
emphasize that their continued
economic and military assistance to
Afghanistan is contingent on a
resolution of the political crisis. It
makes little sense for the U.S. to
sign a bilateral security agreement
with a country that can’t even
agree on its leader.

It would be a tragedy if one or
both sides allowed the disputed
election to fracture the country and
increase the odds of a Taliban
military victory—an outcome that
neither side wants, and that would
harm the Afghan population most
of all.

Mr. Jones, director of the RAND
Corporation’s International
Security and Defense Policy Center,
is an adjunct professor at Johns
Hopkins University and author of
“In the Graveyard of Empires:
America’s War in Afghanistan.”

John Kerry with contenders Abdullah Abdullah and Ashraf Ghani in July.
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Afghanistan Back to the Brink
BY SETH G. JONES

Richard Branson reports that,
as he was preparing to write a
book on “leadership,” he searched
the term on Amazon and turned up
93,467 hits. The irrepressible
British entrepreneur admits to
having read none of them.

That much, at least, is to his
credit. Yet somehow, in “The
Virgin Way: Everything I Know
About Leadership,” the founder of
the Virgin Group of companies—
whose disparate enterprises
include airlines and hotels—has
come up with the same sort of
advice that is offered in so many

other books.
Mr. Branson stresses the need

to be a good listener and the
importance of breaking down
organizational silos. Strong
leaders, he tells us, “must have vi-
sion, creativity and, perhaps most
importantly, the ability to
influence others to follow and
support them in the challenges of
moving an organization into
uncharted and often highly risky
territory.”

Well, yes. Such are the
bromides of the burgeoning
leadership industry, which
nowadays encompasses books,
scholarly articles, seminars,
workshops and conferences. Mr.
Branson’s advice throughout “The
Virgin Way” is perfectly sensible,
but it is also painfully familiar. By
contrast, the author’s real-life
talents—a blend of risk-taking
bravura, native business acumen
and shameless self-promotion—are
rare and not so easy to duplicate.

Still, leadership can be learned
to some extent, and Mr. Branson’s
breezy volume touches on some
important topics, even if it does at
one point quote Willie Horton—
rather than Willie Sutton—on the
reason for robbing banks: “because
that’s where the money is.” (Fans
of the Detroit Tigers and Michael
Dukakis will each remember a
different Willie Horton, but neither
man should be confused with the
famous bank robber.) For example,
“The Virgin Way” includes a
chapter on the importance of
innovation and another one urging
entrepreneurs to make their own
luck by working really hard and

capitalizing on serendipity.
In keeping with his iconoclastic

image, Mr. Branson expresses
disdain for corporate mission
statements, which he rightly
criticizes as often hollow and
generic. And his insistence that, in
business, your people are
everything is well worth carving
into the lintels of C-level offices,
where rank-and-file workers get
short shrift. Mr. Branson has
learned from experience that
hiring matters. If you’re recruiting

to lead a thriving division,
consider finding someone from
within the company to maintain
continuity. But if you want to
shake things up, bring in an
outsider. And “if you hire the
wrong person at the top of a
company,” he warns, “they can
destroy it in no time at all.”

Mr. Branson is frank about
some of his failures, such as Virgin
Cola, which fizzled in a battle for
market share with Coke in the
mid-1990s. He acknowledges in
retrospect that he underestimated
Coke’s “might, determination,
distribution and sheer marketing
clout,” adding that it is easier to
win customers to an airline with
“tangibly superior” customer

service than to change consumers’
“preferences for a fizzy drink.”

But too many of the business
tales in this book are less personal
and more broadly known. They
include the genius of Steve Jobs at
Apple and the downfall of Kodak,
which he blames on leaders who
“seemed to bury their heads in the
sand” while technology
transformed their business.
Various Virgin executives are
singled out for praise, a collegial
gesture on Mr. Branson’s part but
not very helpful to the rest of us.

Again and again Mr. Branson
emphasizes creating a fun working
environment as a way to maintain
passion and build teamwork. He is
especially keen on parties and
charitable volunteer work to help
employees get to know one
another and climb out of those
dreaded silos. But he doesn’t
address the tougher question of
how it is possible to develop a
passion for baggage handling,
room cleaning and the other
mundane duties that are required
by the companies doing business
under the Virgin brand.

Is ours a time of inadequate
leaders? It may seem so. In the
realm of business, modern leaders
have invited criticism thanks to
their infatuation with short-term
profits and their shameless
embrace of staggeringly high
compensation. If anything, there
appears to be an inverse
correlation between the growth of
the leadership industry and the
quality of the leaders we’ve seen in
business as well as in public life.

Perhaps instead of reading

books that purport to instruct on
leadership—offering up more
cliché than wisdom—would-be
leaders would do better to delve
into books about individuals who
have grappled with the challenges
and ordeals of guiding an army, a
nation or a daring enterprise.
Literature brims with such
portraits. Think only of the
“Odyssey” or Shakespeare’s “Henry
V.” Tenacity is important in a
leader, but what happens when
tenacity becomes obsession?
Herman Melville will tell you all
about it in “Moby-Dick.”

If you prefer to learn about
leadership through the experiences
of real people, how about Eliot
Cohen’s “Supreme Command”
(2002), about four civilian leaders
(Lincoln, Clemenceau, Churchill
and Ben-Gurion) who steered their
countries through wars far too
important to leave to mere
generals? For that matter, try any
good book on Ernest Shackleton,
who led his Antarctic team to
rescue through almost unimagina-
ble hardships. If you really must
have the self-help version, forget
business books and get yourself a
copy of “The Prince.” Machiavelli’s
advice to 16th-century Florentine
heads of state may not seem
suitable bedtime reading for
modern “servant leaders,” as ex-
emplars of the contemporary ideal
are piously known, but they ignore
his cynical realpolitik at their peril.

Mr. Akst, who writes the Journal’s
weekly news quiz, is the author of
“We Have Met the Enemy: Self-
Control in an Age of Excess.”

[ Bookshelf ]

BY DANIEL AKST

Business Bromides

The VirginWay
By Richard Branson
(Virgin Books, 400 pages, £13.60)

Perhaps instead of reading
books that purport to
instruct on leadership,
would-be leaders should read
the ‘Odyssey’ and ‘Henry V.’
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Russia’s Startup Scene Fades
Twice a week, Andrey Zyuzin

leaves his main office at Cisco Sys-
tems Inc. in the center of Moscow
to work out of one of Cisco’s out-
posts in a futuristic building on the
city outskirts.

By now, Mr. Zyuzin, director of
corporate affairs at Cisco Russia,
was supposed to be working full
time in the government-funded
Skolkovo technology hub. Instead,
the foundation of the building that
will contain his future office is just
being laid.

“There are carcasses of new
buildings,” said Mr. Zyuzin of the
view he has from his temporary out-
post in the HyperCube—the 27-mil-
lion square-foot development’s only
completed building so far.

Skolkovo was once touted by
government officials as a budding
version of Silicon Valley that would
help Russia transition from its oil-
and-gas economy and into a diversi-
fied, technologically driven future.
Around 2010, foreign venture inves-
tors and tech companies began step-
ping up their investment in Russia
as the government seemed ready to
align with the West.

The atmosphere has changed.
Skolkovo, conceived as a project

that would attract a lot of interna-
tional investment and knowledge,
has faded from the agenda of the
Russian government. More broadly,
the interest from the government in
collaborating with the West’s tech-
nology sector lessened sharply. Con-
currently, the West’s passion for
Russian technology sector has also
cooled.

The conflict with Ukraine, new
laws limiting the freedom of Inter-
net users and companies, sanctions
imposed on Russia, and official rhet-
oric focused on disengagement with
the West, all have ratcheted up the
risk of doing business in the coun-
try.

Western venture firms have
sharply decreased investment this
year, choking off funding for start-
ups. Some Russian technology start-
ups have fled the country alto-
gether.

“We’ll never say never, but the
bar just went up even higher,” said
Sonali De Rycker, partner at Accel
Partners, a Silicon Valley venture
firm that made several large invest-
ments in Russia in the past few
years but isn’t planning to make any
new ones anytime soon.

Other big firms have followed a
similar path.

New York-based Bessemer Ven-
ture Partners allocated $20 million
to Skolkovo projects in early 2012 to
spend over the following two years
but has spent none of it. Brian Fein-
stein, partner at Bessemer, said that
the firm hasn’t found the right op-
portunity in Russia. He stopped at-

tending Skolkovo investment advi-
sory board meetings last year,
because the trips to Moscow no lon-
ger fit his schedule, he said. Mr.
Feinstein said Bessemer will con-
tinue evaluating investments in Rus-
sia.

European firm Index Ventures,
meanwhile, didn’t take part in a
$150 million funding round earlier
this year for e-commerce company
Ozon Holdings Inc., which has been
called “Russia’s Amazon,” after in-
vesting prominently in earlier
rounds.

As for Skolkovo, construction has
been delayed. HyperCube, the futur-
istic building where Cisco’s outpost
is located, opened in 2013, and re-
mains the lone active structure
around. Original plans called for
about 10,000 people to work and
live in Skolkovo by the beginning of
this year, but for now there are just
2,500, all commuters.

Startups that accepted Skolkovo
grants—roughly $400 million so far,
allocated to 259 companies—were
required by law to move into offices
there by the start of 2014, but when
it became clear that their offices
wouldn’t be ready by then, the law
was amended to change the dead-
line to the start of 2016.

Skolkovo’s price tag rose from $4
billion to $8 billion, and $2 billion is
still needed from private investors
to get the main part of the project
done, said Anton Iakovenko, general
director for ODAS Skolkovo, a group
responsible for the hub’s construc-
tion.

Mr. Zyuzin said Cisco remains
committed to Russia and to Skolk-
ovo.

More than construction delays,
though, the idea of technological re-
form and cooperation with the West
now seems to be set in reverse.

Back in 2010, when then-Presi-
dent Dmitry Medvedev visited Sili-
con Valley to meet with tech compa-
nies such as Apple Inc. and Google
Inc. and tout the Skolkovo project,
he spoke of cooperation between
the countries, of Russia being “eager
to be an open country” in terms of
investment, trade and collaborative
projects. Russia needed to learn
from the American experience, he
said.

That talk contrasts with recent
comments by Vladimir Putin—who
again became president in 2012—
calling the Internet a CIA project
and criticizing Yandex NV, Russia’s
biggest online search company, for
having European and American rep-
resentatives among its managers.

Vasily Belov, senior vice presi-
dent for innovations development at
the Skolkovo Foundation—a non-
profit overseeing Skolkovo’s devel-
opment—played down the recent
upheaval.

He said Russian investors in Au-
gust were due to close four rounds
of venture-capital funding in start-
ups that accepted Skolkovo grants,
which he said was similar to 2013’s
numbers.

Several laws that passed in re-
cent years have made technology
companies feel unwelcome in Rus-
sia, some entrepreneurs and inves-
tors say. One allows the government
to ban websites with objectionable
information; another, which passed
this year and has yet to be imple-
mented, would require Russian In-
ternet user data to be stored on
servers located in Russia only.

As a result of the changed cir-
cumstances, some Russian startups
and investors have packed up and
relocated out of the country, and
others are considering that option.

In May, Alexey Sheremetyev, the

founder of home-décor app Planner
5D, moved from Moscow to Vilnius,
Lithuania, in search of visa-free ac-
cess to customers and partners in
Europe. He said the situation for
startups in Russia has worsened
since he moved.

“I feel pressure and the pressure
is rising,” said Alexander Galitsky,
managing partner at Moscow-based
venture-capital firm Almaz Capital
and a board member of the Skolk-
ovo project who is now exploring
moving his team out of Russia en-
tirely. In late July, the European
Bank for Reconstruction and Devel-
opment, which invested billions in
Russia, including into Almaz Capital,
said it was freezing all investments
there.

Anton Gladkoborodov, an entre-
preneur who launched several high-
profile startups in Russia, rented a
room in an artist’s studio in Man-
hattan’s Chinatown in July and
hired two people for his short-
video-creation startup Coub, whose
website draws 50 million unique us-
ers monthly.

The rest of his team is still in
Moscow, but Mr. Gladkoborodov is
strategizing on how to move them
too. “Tomorrow the borders may
close,” he said in July. “Tomorrow
we might start a war with Ukraine,
and by extension the world. Tomor-
row, my website may be shut
down…No one knows.”

Some investors see opportunities
in Russia’s startup slowdown.

“The Russian venture market is
down…there’s less competition, and
many good projects at good valua-
tions,” said Lev Leviev, an investor
and the co-founder of VKontakte,
one of Russia’s largest social net-
works.

—Nick Shchetko
contributed to this article.

BY YULIYA CHERNOVA

Cement
Deals Clear
Another
EU Hurdle

BRUSSELS—European Union an-
titrust authorities have uncondition-
ally approved a Spanish deal be-
tween Cemex SAB of Mexico and
Switzerland-based Holcim Ltd., the
last of three linked transactions be-
tween the cement giants under scru-
tiny from European regulators.

The European Commission, the
EU’s central competition authority,
said Cemex’s purchase of Holcim’s
Spanish operations raised no con-
cerns because the merged entity
would “continue to face sufficient
competition from its rivals in all
markets concerned.”

The commission had warned in
April, when it opened its in-depth
review, that a deal might substan-
tially stunt competition in the mar-
ket for gray cement in eastern Spain.
The commission was also worried
the tie-up could make it easier for
the remaining cement producers in
central Spain to form a cartel.

Cemex and Holcim announced
the deal in August last year as one
of a series of transactions that in-
cluded the Swiss-based company’s
acquisition of cement plants in west-
ern Germany owned by Cemex, and
Cemex’s purchase of Holcim’s opera-
tions in the Czech Republic. Czech
authorities cleared the latter deal in
March, and the EU waved through
the other in June.

The moves are part of a drastic
reshaping of the European cement
sector that has attracted the atten-
tion of regulators, particularly after
the announcement in April of the
planned $50 billion merger between
Holcim and Lafarge SA of France.

Holcim and Lafarge have yet to
notify the EU antitrust authorities,
the first formal step in the approval
process. But the cement producers
have pledged to sell assets that gen-
erate about €5 billion, or $6.8 bil-
lion, in annual revenue to address
competition concerns.

Joaquín Almunia, the EU’s de-
parting antitrust chief, has said the
merger is sure to face an extended
probe. Since late 2010, the commis-
sion has also been probing Holcim,
Lafarge and six other companies for
operating a suspected cartel in ce-
ment and cement-based products.

BY TOM FAIRLESS

The Skolkovo HyperCube is the only completed building at a government-funded tech hub on Moscow’s outskirts.
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The deals are part of a
drastic reshaping of the
European cement sector.
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OPINION

Glasgow
“No Union, No Union, English

Dogs.”
That was the cry Daniel Defoe

heard from a mob rampaging one
night through Edinburgh in
October 1706, less than a year
before the Treaty of Union married
Scotland and England, creating
Great Britain. The current debate
over Scottish independence is tame
by comparison. But its protagonists
are no less disputatious, and the
outcome of their debate could have
ramifications as world-historically
significant as the three-century-old
union itself.

Scotland today, as local colum-
nist Ian Bell recently wrote, resem-
bles a “carnival of democracy”—
meaning the country is witnessing
a great flowering of civic dialogue
and political awareness. I saw and
felt some of that when I visited
Glasgow last weekend, less than
two weeks before the Sept. 18
independence referendum. But
there was rather more of those
other things people normally asso-
ciate with carnivals, namely, folly
and farce.

At a Saturday morning
gathering of Generation Yes, the
pro-independence movement’s
youth wing, a small crowd watched
a performance by Lady Alba. She’s
a blue-haired young activist who
adapts songs by Lady Gaga and the
Beatles for the Yes cause (“Alba” is
the Gaelic word for Scotland).

Flanked by two comrades

dressed like Prime Minister David
Cameron and Alistair Darling, the
leader of the No campaign, Lady
Alba bellowed such infectious
lyrics as “We all live in a yellow
nuclear-powered-ballistic-missile
submarine.”

That’s a reference to Her
Majesty’s Naval Base Clyde, located
25 miles west of Glasgow and
home to the Royal Navy’s
submarine-based arsenal of
Trident nuclear weapons. The
Trident program has long angered
Scottish nationalists, and Alex
Salmond, who heads the Yes
campaign, has vowed to evict the
base if he triumphs at the polls
later this month.

Mr. Salmond says Trident will
be removed in an orderly manner,
but Lady Alba and crew have
different ideas. “Trident is an
insult,” Miriam Brett, a leader of
Generation Yes, says. The Royal
Navy has no other bases suitable
for hosting Trident, and building a
new one would cost a fortune. Ms.
Brett—a 23-year-old international-
relations graduate with the starry-
eyed zeal of a Barack Obama
supporter circa 2008—thinks this
is a blessing: “We have the
opportunity to disarm the whole of
the U.K.!”

Nuclear weapons have outlived
their usefulness, Ms. Brett says,
given the “changing geopolitical
structure.” She cocks her head and
looks slightly puzzled when I
mention Vladimir Putin.

These aren’t merely rank-and-
file sentiments. Asked whether an
independent Scotland should seek
membership in the North Atlantic
Treaty Organization, Ross Greer,
the Yes campaign’s communities
coordinator, says he’d “absolutely”
oppose such a move. “I was born
five years after the Berlin Wall
came down,” he adds. “NATO is a

relic, probably more harmful than
helpful today.”

Such views show how, for many
of its younger supporters, the Yes
campaign is really an expression of
student politics grafted onto a
national-independence movement.
That’s not the case for all Yes
voters, of course. Nor can Scottish
nationalism—which dates back at
least to 1320, when a group of
Scottish noblemen declared war on
“English dominion . . . for liberty
alone”—be reduced to nutty
leftism.

Take John Warren, a 70-year-
old retiree whom I followed around
for the better part of Friday
afternoon as he and a younger
activist canvassed door to door.
With his thick glasses, wool suit
and gentle manner, he’s a more
charming face for the Yes
campaign than its leader, Mr.
Salmond. “I’ve been very unhappy
with the British state,” Mr. Warren
says. “The credit crunch was
inexcusable. Scottish people have
very different values, and we
haven’t been properly represented
for decades.” But, he adds, “I’m not

a nationalist.”
Scots generally lean further to

the left of other Britons. More of
them work for public employers,
and they receive more public
spending per capita. Still, it’s hard
to see why the average Scot’s
disagreements with Westminster
should lead him to seek a complete
separation. If the Yes campaign is
merely about policy differences or
even differences in values,
independence is an exorbitant
price to pay.

Part of the problem may be that
London, and the leaders of the No
campaign, have mostly eschewed
questions of national identity and
culture. Visit the website of the
Better Together campaign, and
you’ll find little discussion of what
it means to be a Scot within Great
Britain.

That avoidance strategy was
also on display at a No rally in
Glasgow on Saturday. Ken
Macintosh, a Labour member of
the Scottish Parliament, listed all
of the material things Scots would
lose should they choose
independence. Unfortunately, he

picked the wrong item to start off
with. “Do you want to lose the
BBC?” Mr. Macintosh asked the
crowd of mostly supportive Scots
gathered round him. “Yes!”
responded a few people, and laugh-
ter erupted.

A responsible central bank, a
powerful currency, a global top-10
military, a balanced budget,
regulatory harmony for Scottish
businesses that operate in Britain,
and, yes, even the often-snooze-
inducing British Broadcasting
Corporation—all of these are at
stake for Scots on Sept. 18. But so
too is British identity and three
centuries’ worth of Scottish
contributions to its development.

I made my way later on
Saturday evening to a traditional
pub where I was told nationalist
sentiment would be running high,
and so it was. A folk band played,
and the discount “malt o’ th’
month” had transformed the
patrons’ already-thick Glaswegian
accent into what sounded like a
sequence of jagged, stabbing
vowels, with few consonants to be
heard.

When he learned I was an
American journalist, an older
patron insisted on showing me a
photograph hanging on one of the
walls. It showed a man playing a
bagpipe near the top of Mount
Everest, and my new friend made
me understand that that was him.
The malt was working its effects
on me, and for a second I, too,
became misty-eyed with Scottish
national feeling.

The next day, however, the
notion of having to use a passport
when traveling from London to this
great city still struck me as a
monumental tragedy.

Mr. Ahmari is a Journal editorial-
page writer based in London.

Folly and Farce in Glasgow

For a second I, too,
became misty-eyed with
Scottish national feeling.

Lady Alba leads young independence supporters in song.
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Trade liberalization has run
into a cul-de-sac. Global liberaliza-
tion in the Doha Round has
stalled, perhaps for good, and
preferential trade agreements,
such as the Trans-Atlantic Trade
and Investment Partnership
between the U.S. and European
Union, face serious political obsta-
cles. But policy makers shouldn’t
use their failure to craft multilat-
eral deals as an excuse for inac-
tion. Instead, it’s time to recon-
sider a well-established method

for reducing trade barriers: unilat-
eral liberalization.

Economists have long under-
stood that unilateral free trade is
economically desirable, and real-
world examples such as Hong
Kong and Singapore prove the
point. The constant focus on mul-
tilateral negotiations—whether
the Doha Round, TTIP or the
Trans-Pacific Partnership deal—
stems mainly from a political con-
sideration that it is easier for one
country’s leaders to open to trade
if those leaders can tell voters
that other countries are making
similar concessions.

But with those deals stalled
and many major economies stalled
too, a new political approach to
trade is needed. Instead of high-
lighting concessions rung from
other countries in multilateral
talks, leaders should focus on
reminding voters of the enormous
benefits that will come to coun-
tries that open unilaterally.

The automotive industry offers
a good case study of how this
would work. The U.S. applies a
tariff of 25% to light trucks, com-
prising about half the vehicle mar-
ket, and 2.5% to passenger cars.
The light-truck tariff in particular
means that American consumers
are deprived of choice in that pop-

ular vehicle category, and what
choices they do have among U.S.-
manufactured trucks are more
expensive.

Detroit would balk if Washing-
ton slashed the 25% light-truck
tariff without extracting any con-
cessions from Europe, not least
because many of the product lines
the tariff shields are cash cows for

the U.S. auto makers. But the
tariff hasn’t saved the Big Three
from a decade or more of
economic dislocation, and Wash-
ington should consider the inter-
ests of other participants in the
auto market—such as dealers who
could profitably sell foreign mod-
els, mechanics who could service
those cars and even small busi-
nesses that could buy them more
cheaply as job-creating capital
investments in seemingly unre-
lated industries.

On the other side, the EU’s 10%
tariff on both cars and light trucks
is lower than the U.S. light-truck
rate, but still far too high for a

mature industry no longer plausi-
bly in need of any infant-industry
protection. On the contrary, the
European auto industry has trans-
formed steadily despite a tariff
that forces consumers to pay
more both for imports and for
less-competitively priced domestic
products. Italy, once an automo-
tive stalwart and still a prime
advocate of protectionism, now
manufactures fewer vehicles per
year than Iran, Argentina or
Slovakia. In 2013, Italy produced
660,000 vehicles including trucks,
down from 2.1 million in 1990.

France, which does still have a
substantial auto industry, would
complain about a reduction in the
EU’s tariff rate without conces-
sions from Washington. But
France’s troubled auto makers are
troubled even with the tariff, and
the rest of the French economy is
in worse shape. There’s no justifi-
cation for Brussels to continue to
insist that French consumers pay
more for cars.

Other EU auto makers would
benefit from unilateral opening.
German manufacturers, which in
2013 produced 5.6 million vehicles
in Germany and another 8.5 mil-
lion abroad, would greatly benefit
from a reduction of tariffs in the
EU. Many “German” vehicles sold

in the EU are made in the U.S.
Virtually all BMW and Mercedes
sport-utility vehicles are made in
Alabama or South Carolina, and
the EU tariff is levied on those
vehicles. Today, the German car
industry is forced to pay about €1
billion ($1.29 billion) in tariffs per
year in trans-Atlantic trade: about
€600 million to U.S. customs, the
remainder to the EU.

Today, the trans-Atlantic pow-
ers have an opportunity to dem-
onstrate their leadership capabili-
ties in the global economy and
move ahead with industry-specific
trade liberalization. The car indus-
try would be an excellent start:
The U.S., which had suggested
dropping all tariffs on manufac-
tured goods to zero in the Doha-
Round negotiations, no longer
needs a 25% tariff on light trucks.
The EU, with its competitive auto-
motive industry, should reduce its
import duty on cars to zero. Both
sides should stop waiting for the
other to reach an agreement. The
first one to cut its tariffs, wins.

Mr. Dieter is senior fellow at the
German Institute for Interna-
tional Affairs in Berlin and visit-
ing professor for international
political economy at Zeppelin
University.

The Virtue of Free-Trade Unilateralism

Whenmultilateral deals stall,
leaders should break barriers
in their own countries.

BY HERIBERT DIETER
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European
REIT Boom
Lifts Market
For Property

Europe was slow to embrace
real-estate investment trusts, but a
record surge in fundraising is pro-
viding a boost to the Continent’s re-
covering commercial-property mar-
ket.

This year, 10 new REITs in Ire-
land, Spain, the U.K. and other
countries have raised $4.2 billion
through August, a record for the
first eight months of a year, accord-
ing to data provider Dealogic. That
is up from 10 offerings with pro-
ceeds of $1.9 billion in all of 2013.

Also, 2014 is on track to beat the
previous record year in 2006, when
26 REIT initial public offerings
raised $5.1 billion, according to Dea-
logic.

The new offerings come as the
eurozone is recovering from a
downturn that was triggered in part
by real-estate bubbles in several Eu-
ropean countries. Many European
banks are still struggling with large
portfolios of distressed loans, and
the landscapes in some countries
are dotted with unfinished develop-
ments.

The REIT structure, which was
first introduced in the U.S. in the
1960s, is attractive to companies be-
cause they pay little or no corporate
taxes, and popular with investors
because REITs have to distribute the
majority of their income as divi-
dends.

European governments didn’t be-
gin approving them until the 1990s
and the early part of the last de-
cade. Until recently, the market was
undeveloped partly because rela-
tively small European real-estate
companies had more access to bank
financing than those in the U.S.

The European market capitaliza-
tion of real-estate listed companies
was €144.8 billion ($186.72 billion)
as of August, up from €105.1 billion
in 2013, but still well below the
€282.8 billion in Asia and €497.3 bil-
lion in North America, according to
data from the European Public Real
Estate Association, which represents
Europe’s publicly listed property
companies.

Analysts compare the boom in
European REIT IPOs to the surge in
new listings in the U.S. that followed
the commercial real-estate collapse
of the early 1990s. “If I were the
Spanish government or the Greek or
Italian government, and I had a
problem where I had a lot of prop-
erty that was in the wrong hands
and needed to be liquidated, I would
want to have a healthy functioning
REIT regime to help me with that,”
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GoogleDebatesPrivacyinEurope
Google Inc. executives embarked

Tuesday on a seven-city tour of Eu-
ropean capitals to discuss Europe’s
“right to be forgotten,” one of sev-
eral fronts in which the U.S. search
firm faces a mounting political
firestorm in Europe.

The series of meetings that be-
gan in Madrid on Tuesday stem from
a surprise decision in Europe’s top
court that requires search engines,
notably Google, to allow individuals
to remove some results from Web
searches for their names. Since then,
Google has been trying to thread a
needle by applying the new rule,
while expressing disagreement with
it—in part, by assembling an expert
panel to debate it across Europe.

“We need to balance the right of
information against the individual’s
right to privacy,” said Google Execu-
tive Chairman Eric Schmidt in open-
ing remarks Tuesday. “So we con-
vened a panel of genuine experts
whose criteria and qualifications are
amazing to talk to us about this.”

Google’s tour, which will stretch
for the next two months, is part of a
broader effort from the Silicon Val-
ley firm to engage in debate in Eu-
rope, as it faces a growing wave of
opposition from European politi-
cians, regulators and rivals. On Mon-
day, the European Commission—the
EU’s executive arm—said it would
bend to complaints from France and
Germany by pushing Google to
sweeten a February deal to settle ri-
vals’ allegations that Google abuses
its dominance in Internet search.

That comes on top of a separate
potential EU antitrust inquiry into
the company’s Android mobile-
phone operating system, as well as a
tax inquiry in France that could top
€1 billion ($1.29 billion) in back
taxes and fines. At the same time,
the company is still managing a se-
ries of continuing disputes with Eu-
ropean privacy regulators who have
argued for more than two years that
Google’s privacy policy violates Eu-
ropean law.

Since May’s “right to be forgot-
ten” decision, Google has moved to
accommodate European regulators,
quickly starting to implement the
ruling, which the company said
Tuesday has led to 120,000 requests
to remove content from search re-
sults. But privacy advocates and reg-
ulators described the new listening
tour as a publicity stunt.

“For Google, this is a question of
image, PR,” said Isabelle Falque-Pier-
rotin, head of France’s privacy

watchdog and chairman of the pan-
European group of data-protection
regulators, which are meeting next
week to establish guidelines for how
to apply the right to be forgotten.
“They’re trying to buy themselves
goodwill.”

“We’re committed to complying
with the Court’s ruling, but some of
the requests we’re receiving raise
difficult ethical and legal issues,” a
Google spokesman said. “The Advi-
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By Sam Schechner in Paris
And David Román in Madrid

Google Executive Chairman Eric Schmidt, second from right, took part in a discussion in Madrid Tuesday about privacy.
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Scottish Vote Puts
Strain on Businesses

LONDON—As British financial
markets shudder on the uncertainty
surrounding Scotland’s Sept. 18 in-
dependence vote, a number of in-
dustries are starting to look vulner-
able.

Executives from defense, finan-
cial-services and energy companies
have all voiced concerns for the fu-
ture shape of their respective indus-
tries amid surging support for inde-
pendence in the past week.

But some sectors, including
Scotch whisky, tobacco and pharma-
ceuticals, would be unaffected or
might even benefit from an end to
Scotland’s 307-year-old union with
the rest of the U.K., according to an-
alysts and investors.

U.K. defense companies have
been hit in recent days as polls pre-
dicting the outcome of the referen-

dum have narrowed—or even in one
case put the independence cam-
paign slightly ahead.

British defense officials have
warned that warship production in
Scotland could be affected if the
country votes to secede since the
U.K. mainly buys its warships from
domestic producers. Another con-
cern is that an independence vote
could cause defense officials to be
distracted from conducting regular
business as they sort out the sepa-
ration.

“It could lead to a hiatus within
Ministry of Defense decision-making
as things get negotiated with the
Scots,” said Harry Breach, an ana-
lyst at Westhouse Securities.

The share prices of BAE Systems
PLC, the U.K.’s largest arms maker,
and Babcock International Group
PLC, which has big contracts to sup-
port the U.K. nuclear-submarine
fleet at the Faslane naval base in
Scotland, have fallen nearly 1% and
nearly 3%, respectively, since the

start of the week.
BAE Systems, which last year

decided to cease surface-warship
construction in Portsmouth, Eng-
land, and consolidate activities at
Scottish facilities, has said that

“continued union offers greater
certainty and stability for our
business.”

Concerns over stability are a
common theme across several indus-
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Mind the Gap
The rest of the U.K. may suffer from a wider trade deficit if
Scots vote for independence on Sept. 18
U.K. trade balance as a percentage of GDP

The Wall Street Journal
Source: Morgan Stanley analysis of Scottish government
and U.K. Office for National Statistics data

*Estimated trade balance of the rest of the U.K. without Scotland
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OPINION

Glasgow
“No Union, No Union, English

Dogs.”
That was the cry Daniel Defoe

heard from a mob rampaging one
night through Edinburgh in
October 1706, less than a year
before the Treaty of Union married
Scotland and England, creating
Great Britain. The current debate
over Scottish independence is tame
by comparison. But its protagonists
are no less disputatious, and the
outcome of their debate could have
ramifications as world-historically
significant as the three-century-old
union itself.

Scotland today, as local colum-
nist Ian Bell recently wrote, resem-
bles a “carnival of democracy”—
meaning the country is witnessing
a great flowering of civic dialogue
and political awareness. I saw and
felt some of that when I visited
Glasgow last weekend, less than
two weeks before the Sept. 18
independence referendum. But
there was rather more of those
other things people normally asso-
ciate with carnivals, namely, folly
and farce.

At a Saturday morning
gathering of Generation Yes, the
pro-independence movement’s
youth wing, a small crowd watched
a performance by Lady Alba. She’s
a blue-haired young activist who
adapts songs by Lady Gaga and the
Beatles for the Yes cause (“Alba” is
the Gaelic word for Scotland).

Flanked by two comrades

dressed like Prime Minister David
Cameron and Alistair Darling, the
leader of the No campaign, Lady
Alba bellowed such infectious
lyrics as “We all live in a yellow
nuclear-powered-ballistic-missile
submarine.”

That’s a reference to Her
Majesty’s Naval Base Clyde, located
25 miles west of Glasgow and
home to the Royal Navy’s
submarine-based arsenal of
Trident nuclear weapons. The
Trident program has long angered
Scottish nationalists, and Alex
Salmond, who heads the Yes
campaign, has vowed to evict the
base if he triumphs at the polls
later this month.

Mr. Salmond says Trident will
be removed in an orderly manner,
but Lady Alba and crew have
different ideas. “Trident is an
insult,” Miriam Brett, a leader of
Generation Yes, says. The Royal
Navy has no other bases suitable
for hosting Trident, and building a
new one would cost a fortune. Ms.
Brett—a 23-year-old international-
relations graduate with the starry-
eyed zeal of a Barack Obama
supporter circa 2008—thinks this
is a blessing: “We have the
opportunity to disarm the whole of
the U.K.!”

Nuclear weapons have outlived
their usefulness, Ms. Brett says,
given the “changing geopolitical
structure.” She cocks her head and
looks slightly puzzled when I
mention Vladimir Putin.

These aren’t merely rank-and-
file sentiments. Asked whether an
independent Scotland should seek
membership in the North Atlantic
Treaty Organization, Ross Greer,
the Yes campaign’s communities
coordinator, says he’d “absolutely”
oppose such a move. “I was born
five years after the Berlin Wall
came down,” he adds. “NATO is a

relic, probably more harmful than
helpful today.”

Such views show how, for many
of its younger supporters, the Yes
campaign is really an expression of
student politics grafted onto a
national-independence movement.
That’s not the case for all Yes
voters, of course. Nor can Scottish
nationalism—which dates back at
least to 1320, when a group of
Scottish noblemen declared war on
“English dominion . . . for liberty
alone”—be reduced to nutty
leftism.

Take John Warren, a 70-year-
old retiree whom I followed around
for the better part of Friday
afternoon as he and a younger
activist canvassed door to door.
With his thick glasses, wool suit
and gentle manner, he’s a more
charming face for the Yes
campaign than its leader, Mr.
Salmond. “I’ve been very unhappy
with the British state,” Mr. Warren
says. “The credit crunch was
inexcusable. Scottish people have
very different values, and we
haven’t been properly represented
for decades.” But, he adds, “I’m not

a nationalist.”
Scots generally lean further to

the left of other Britons. More of
them work for public employers,
and they receive more public
spending per capita. Still, it’s hard
to see why the average Scot’s
disagreements with Westminster
should lead him to seek a complete
separation. If the Yes campaign is
merely about policy differences or
even differences in values,
independence is an exorbitant
price to pay.

Part of the problem may be that
London, and the leaders of the No
campaign, have mostly eschewed
questions of national identity and
culture. Visit the website of the
Better Together campaign, and
you’ll find little discussion of what
it means to be a Scot within Great
Britain.

That avoidance strategy was
also on display at a No rally in
Glasgow on Saturday. Ken
Macintosh, a Labour member of
the Scottish Parliament, listed all
of the material things Scots would
lose should they choose
independence. Unfortunately, he

picked the wrong item to start off
with. “Do you want to lose the
BBC?” Mr. Macintosh asked the
crowd of mostly supportive Scots
gathered round him. “Yes!”
responded a few people, and laugh-
ter erupted.

A responsible central bank, a
powerful currency, a global top-10
military, a balanced budget,
regulatory harmony for Scottish
businesses that operate in Britain,
and, yes, even the often-snooze-
inducing British Broadcasting
Corporation—all of these are at
stake for Scots on Sept. 18. But so
too is British identity and three
centuries’ worth of Scottish
contributions to its development.

I made my way later on
Saturday evening to a traditional
pub where I was told nationalist
sentiment would be running high,
and so it was. A folk band played,
and the discount “malt o’ th’
month” had transformed the
patrons’ already-thick Glaswegian
accent into what sounded like a
sequence of jagged, stabbing
vowels, with few consonants to be
heard.

When he learned I was an
American journalist, an older
patron insisted on showing me a
photograph hanging on one of the
walls. It showed a man playing a
bagpipe near the top of Mount
Everest, and my new friend made
me understand that that was him.
The malt was working its effects
on me, and for a second I, too,
became misty-eyed with Scottish
national feeling.

The next day, however, the
notion of having to use a passport
when traveling from London to this
great city still struck me as a
monumental tragedy.

Mr. Ahmari is a Journal editorial-
page writer based in London.

Folly and Farce in Glasgow

For a second I, too,
became misty-eyed with
Scottish national feeling.

Lady Alba leads young independence supporters in song.
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Trade liberalization has run
into a cul-de-sac. Global liberaliza-
tion in the Doha Round has
stalled, perhaps for good, and
preferential trade agreements,
such as the Trans-Atlantic Trade
and Investment Partnership
between the U.S. and European
Union, face serious political obsta-
cles. But policy makers shouldn’t
use their failure to craft multilat-
eral deals as an excuse for inac-
tion. Instead, it’s time to recon-
sider a well-established method

for reducing trade barriers: unilat-
eral liberalization.

Economists have long under-
stood that unilateral free trade is
economically desirable, and real-
world examples such as Hong
Kong and Singapore prove the
point. The constant focus on mul-
tilateral negotiations—whether
the Doha Round, TTIP or the
Trans-Pacific Partnership deal—
stems mainly from a political con-
sideration that it is easier for one
country’s leaders to open to trade
if those leaders can tell voters
that other countries are making
similar concessions.

But with those deals stalled
and many major economies stalled
too, a new political approach to
trade is needed. Instead of high-
lighting concessions rung from
other countries in multilateral
talks, leaders should focus on
reminding voters of the enormous
benefits that will come to coun-
tries that open unilaterally.

The automotive industry offers
a good case study of how this
would work. The U.S. applies a
tariff of 25% to light trucks, com-
prising about half the vehicle mar-
ket, and 2.5% to passenger cars.
The light-truck tariff in particular
means that American consumers
are deprived of choice in that pop-

ular vehicle category, and what
choices they do have among U.S.-
manufactured trucks are more
expensive.

Detroit would balk if Washing-
ton slashed the 25% light-truck
tariff without extracting any con-
cessions from Europe, not least
because many of the product lines
the tariff shields are cash cows for

the U.S. auto makers. But the
tariff hasn’t saved the Big Three
from a decade or more of
economic dislocation, and Wash-
ington should consider the inter-
ests of other participants in the
auto market—such as dealers who
could profitably sell foreign mod-
els, mechanics who could service
those cars and even small busi-
nesses that could buy them more
cheaply as job-creating capital
investments in seemingly unre-
lated industries.

On the other side, the EU’s 10%
tariff on both cars and light trucks
is lower than the U.S. light-truck
rate, but still far too high for a

mature industry no longer plausi-
bly in need of any infant-industry
protection. On the contrary, the
European auto industry has trans-
formed steadily despite a tariff
that forces consumers to pay
more both for imports and for
less-competitively priced domestic
products. Italy, once an automo-
tive stalwart and still a prime
advocate of protectionism, now
manufactures fewer vehicles per
year than Iran, Argentina or
Slovakia. In 2013, Italy produced
660,000 vehicles including trucks,
down from 2.1 million in 1990.

France, which does still have a
substantial auto industry, would
complain about a reduction in the
EU’s tariff rate without conces-
sions from Washington. But
France’s troubled auto makers are
troubled even with the tariff, and
the rest of the French economy is
in worse shape. There’s no justifi-
cation for Brussels to continue to
insist that French consumers pay
more for cars.

Other EU auto makers would
benefit from unilateral opening.
German manufacturers, which in
2013 produced 5.6 million vehicles
in Germany and another 8.5 mil-
lion abroad, would greatly benefit
from a reduction of tariffs in the
EU. Many “German” vehicles sold

in the EU are made in the U.S.
Virtually all BMW and Mercedes
sport-utility vehicles are made in
Alabama or South Carolina, and
the EU tariff is levied on those
vehicles. Today, the German car
industry is forced to pay about €1
billion ($1.29 billion) in tariffs per
year in trans-Atlantic trade: about
€600 million to U.S. customs, the
remainder to the EU.

Today, the trans-Atlantic pow-
ers have an opportunity to dem-
onstrate their leadership capabili-
ties in the global economy and
move ahead with industry-specific
trade liberalization. The car indus-
try would be an excellent start:
The U.S., which had suggested
dropping all tariffs on manufac-
tured goods to zero in the Doha-
Round negotiations, no longer
needs a 25% tariff on light trucks.
The EU, with its competitive auto-
motive industry, should reduce its
import duty on cars to zero. Both
sides should stop waiting for the
other to reach an agreement. The
first one to cut its tariffs, wins.

Mr. Dieter is senior fellow at the
German Institute for Interna-
tional Affairs in Berlin and visit-
ing professor for international
political economy at Zeppelin
University.

The Virtue of Free-Trade Unilateralism

Whenmultilateral deals stall,
leaders should break barriers
in their own countries.
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European
REIT Boom
Lifts Market
For Property

Europe was slow to embrace
real-estate investment trusts, but a
record surge in fundraising is pro-
viding a boost to the Continent’s re-
covering commercial-property mar-
ket.

This year, 10 new REITs in Ire-
land, Spain, the U.K. and other
countries have raised $4.2 billion
through August, a record for the
first eight months of a year, accord-
ing to data provider Dealogic. That
is up from 10 offerings with pro-
ceeds of $1.9 billion in all of 2013.

Also, 2014 is on track to beat the
previous record year in 2006, when
26 REIT initial public offerings
raised $5.1 billion, according to Dea-
logic.

The new offerings come as the
eurozone is recovering from a
downturn that was triggered in part
by real-estate bubbles in several Eu-
ropean countries. Many European
banks are still struggling with large
portfolios of distressed loans, and
the landscapes in some countries
are dotted with unfinished develop-
ments.

The REIT structure, which was
first introduced in the U.S. in the
1960s, is attractive to companies be-
cause they pay little or no corporate
taxes, and popular with investors
because REITs have to distribute the
majority of their income as divi-
dends.

European governments didn’t be-
gin approving them until the 1990s
and the early part of the last de-
cade. Until recently, the market was
undeveloped partly because rela-
tively small European real-estate
companies had more access to bank
financing than those in the U.S.

The European market capitaliza-
tion of real-estate listed companies
was €144.8 billion ($186.72 billion)
as of August, up from €105.1 billion
in 2013, but still well below the
€282.8 billion in Asia and €497.3 bil-
lion in North America, according to
data from the European Public Real
Estate Association, which represents
Europe’s publicly listed property
companies.

Analysts compare the boom in
European REIT IPOs to the surge in
new listings in the U.S. that followed
the commercial real-estate collapse
of the early 1990s. “If I were the
Spanish government or the Greek or
Italian government, and I had a
problem where I had a lot of prop-
erty that was in the wrong hands
and needed to be liquidated, I would
want to have a healthy functioning
REIT regime to help me with that,”
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GoogleDebatesPrivacyinEurope
Google Inc. executives embarked

Tuesday on a seven-city tour of Eu-
ropean capitals to discuss Europe’s
“right to be forgotten,” one of sev-
eral fronts in which the U.S. search
firm faces a mounting political
firestorm in Europe.

The series of meetings that be-
gan in Madrid on Tuesday stem from
a surprise decision in Europe’s top
court that requires search engines,
notably Google, to allow individuals
to remove some results from Web
searches for their names. Since then,
Google has been trying to thread a
needle by applying the new rule,
while expressing disagreement with
it—in part, by assembling an expert
panel to debate it across Europe.

“We need to balance the right of
information against the individual’s
right to privacy,” said Google Execu-
tive Chairman Eric Schmidt in open-
ing remarks Tuesday. “So we con-
vened a panel of genuine experts
whose criteria and qualifications are
amazing to talk to us about this.”

Google’s tour, which will stretch
for the next two months, is part of a
broader effort from the Silicon Val-
ley firm to engage in debate in Eu-
rope, as it faces a growing wave of
opposition from European politi-
cians, regulators and rivals. On Mon-
day, the European Commission—the
EU’s executive arm—said it would
bend to complaints from France and
Germany by pushing Google to
sweeten a February deal to settle ri-
vals’ allegations that Google abuses
its dominance in Internet search.

That comes on top of a separate
potential EU antitrust inquiry into
the company’s Android mobile-
phone operating system, as well as a
tax inquiry in France that could top
€1 billion ($1.29 billion) in back
taxes and fines. At the same time,
the company is still managing a se-
ries of continuing disputes with Eu-
ropean privacy regulators who have
argued for more than two years that
Google’s privacy policy violates Eu-
ropean law.

Since May’s “right to be forgot-
ten” decision, Google has moved to
accommodate European regulators,
quickly starting to implement the
ruling, which the company said
Tuesday has led to 120,000 requests
to remove content from search re-
sults. But privacy advocates and reg-
ulators described the new listening
tour as a publicity stunt.

“For Google, this is a question of
image, PR,” said Isabelle Falque-Pier-
rotin, head of France’s privacy

watchdog and chairman of the pan-
European group of data-protection
regulators, which are meeting next
week to establish guidelines for how
to apply the right to be forgotten.
“They’re trying to buy themselves
goodwill.”

“We’re committed to complying
with the Court’s ruling, but some of
the requests we’re receiving raise
difficult ethical and legal issues,” a
Google spokesman said. “The Advi-
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Google Executive Chairman Eric Schmidt, second from right, took part in a discussion in Madrid Tuesday about privacy.
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Scottish Vote Puts
Strain on Businesses

LONDON—As British financial
markets shudder on the uncertainty
surrounding Scotland’s Sept. 18 in-
dependence vote, a number of in-
dustries are starting to look vulner-
able.

Executives from defense, finan-
cial-services and energy companies
have all voiced concerns for the fu-
ture shape of their respective indus-
tries amid surging support for inde-
pendence in the past week.

But some sectors, including
Scotch whisky, tobacco and pharma-
ceuticals, would be unaffected or
might even benefit from an end to
Scotland’s 307-year-old union with
the rest of the U.K., according to an-
alysts and investors.

U.K. defense companies have
been hit in recent days as polls pre-
dicting the outcome of the referen-

dum have narrowed—or even in one
case put the independence cam-
paign slightly ahead.

British defense officials have
warned that warship production in
Scotland could be affected if the
country votes to secede since the
U.K. mainly buys its warships from
domestic producers. Another con-
cern is that an independence vote
could cause defense officials to be
distracted from conducting regular
business as they sort out the sepa-
ration.

“It could lead to a hiatus within
Ministry of Defense decision-making
as things get negotiated with the
Scots,” said Harry Breach, an ana-
lyst at Westhouse Securities.

The share prices of BAE Systems
PLC, the U.K.’s largest arms maker,
and Babcock International Group
PLC, which has big contracts to sup-
port the U.K. nuclear-submarine
fleet at the Faslane naval base in
Scotland, have fallen nearly 1% and
nearly 3%, respectively, since the

start of the week.
BAE Systems, which last year

decided to cease surface-warship
construction in Portsmouth, Eng-
land, and consolidate activities at
Scottish facilities, has said that

“continued union offers greater
certainty and stability for our
business.”

Concerns over stability are a
common theme across several indus-
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Mind the Gap
The rest of the U.K. may suffer from a wider trade deficit if
Scots vote for independence on Sept. 18
U.K. trade balance as a percentage of GDP

The Wall Street Journal
Source: Morgan Stanley analysis of Scottish government
and U.K. Office for National Statistics data

*Estimated trade balance of the rest of the U.K. without Scotland
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OPINION

Afghanistan faces its most
serious crisis in a decade. This
time, however, it is not caused by
an emboldened Taliban but by
growing friction between the two
contenders for president. Only a
determined effort by the U.S. and
other North Atlantic Treaty
Organziation allies can prevent an
escalation into violence.

Many Westerners and Afghans
embraced this year’s presidential
election as an opportunity to move
on from President Hamid Karzai,
whose relationship with Western
leaders dramatically deteriorated in
recent years. But the election
results have been contentious.

The first round of voting was in
April. No candidate secured 50% of
the vote, though former Foreign
Minister Abdullah Abdullah led
with 45%. The two candidates with
the largest shares, Mr. Abdullah
and former Finance Minister Ashraf
Ghani, went to a run-off on June 14.
The preliminary results showed Mr.
Ghani ahead with roughly 56% of
the vote, yet allegations of fraud
mounted.

In July, the candidates agreed to
a recount under the auspices of the
United Nations and with the direct
involvement of U.S. Secretary of
State John Kerry. Still the impasse
between the Abdullah and Ghani
camps has persisted. Now some
senior Afghan political and security
officials have considered imposing
an interim government, a move

tantamount to a coup.
The stakes are high. So is the

tension in Kabul, where there are
rumors that some of Mr. Abdullah’s
supporters are considering violence
if Mr. Ghani is declared the winner
in coming days.

Leaders from the Jamiat-e
Islami, a political party associated
with the Tajik community and Mr.
Abdullah, threatened in August to
oppose Mr. Ghani with help from
allies in the Afghan National
Security Forces. Provincial and
district governors with close ties to
Mr. Abdullah may be arming
militias to shore up their power
bases in case of a Ghani victory.

Both candidates appear to be
reneging on the two-part deal that
Mr. Kerry brokered. Mr. Abdullah
tried to block completion of the
audit process, which both camps
agreed to support. Meanwhile Mr.
Ghani doesn’t appear to be
delivering fully on his promise to
establish the national-unity
government specified in that
agreement.

An outbreak of violence could
have serious consequences. It could
trigger a coup attempt or in-
fighting among government
security forces allied with the
respective camps. There are
growing concerns that important
military, police and intelligence
officials in Kabul and out in the
field would support different sides
in an insurrection.

Such a split would weaken the
government and the fragile Afghan

National Security Forces, which
could rupture along ethnic lines.
That could allow pro-Abdullah
forces to consolidate control of the
capital and other primarily Tajik
and Hazara provinces in central
and northern Afghanistan, while
pro-Ghani forces could control
Pashtun areas in the east and south
of the country.

There are already indications
that segments of the Afghan
National Army, such as the 205th
Corps headquartered in Kandahar,
could face significant divisions if
the losing candidate broke with
Kabul. Its subordinate units—which
consist of four brigades, a
commando battalion and three
garrisons—might fracture because
of the divided political loyalties of
its commanders.

This division would almost

certainly facilitate Taliban
advances, particularly in the critical
eastern and southern fronts, where
the Taliban is gaining some ground.
In Nangarhar in July, for example,
Taliban forces constructed a series
of trenches, tunnels and berms
before they overran nearly a dozen
security posts and threatened
Hisarak District Center.

Balkanization of the Afghan
National Security Forces would be
doubly dangerous. Leaders would
have to divert part of their time,
money and resources to fighting
each other rather than the Taliban.
Morale would be severely
weakened, undermining the
effectiveness and determination of
army, police and intelligence units.

A bloody internal struggle isn’t
inevitable but increasingly possible.
So it’s essential for the U.S. and its

allies, who have already invested
enormous blood and treasure in
Afghanistan, to prevent the
political cracks from widening.

Perhaps the most significant
step is to continue encouraging the
creation of a national-unity
government in which the winning
candidate integrates key supporters
of the loser’s side. This would
include appointing supporters to
major cabinet posts or provincial
governor positions. It might also
involve the losing candidate
selecting a chief executive officer in
a new administration.

Most important, the U.S. and
other NATO countries need to
emphasize that their continued
economic and military assistance to
Afghanistan is contingent on a
resolution of the political crisis. It
makes little sense for the U.S. to
sign a bilateral security agreement
with a country that can’t even
agree on its leader.

It would be a tragedy if one or
both sides allowed the disputed
election to fracture the country and
increase the odds of a Taliban
military victory—an outcome that
neither side wants, and that would
harm the Afghan population most
of all.

Mr. Jones, director of the RAND
Corporation’s International
Security and Defense Policy Center,
is an adjunct professor at Johns
Hopkins University and author of
“In the Graveyard of Empires:
America’s War in Afghanistan.”

John Kerry with contenders Abdullah Abdullah and Ashraf Ghani in July.
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Afghanistan Back to the Brink
BY SETH G. JONES

Richard Branson reports that,
as he was preparing to write a
book on “leadership,” he searched
the term on Amazon and turned up
93,467 hits. The irrepressible
British entrepreneur admits to
having read none of them.

That much, at least, is to his
credit. Yet somehow, in “The
Virgin Way: Everything I Know
About Leadership,” the founder of
the Virgin Group of companies—
whose disparate enterprises
include airlines and hotels—has
come up with the same sort of
advice that is offered in so many

other books.
Mr. Branson stresses the need

to be a good listener and the
importance of breaking down
organizational silos. Strong
leaders, he tells us, “must have vi-
sion, creativity and, perhaps most
importantly, the ability to
influence others to follow and
support them in the challenges of
moving an organization into
uncharted and often highly risky
territory.”

Well, yes. Such are the
bromides of the burgeoning
leadership industry, which
nowadays encompasses books,
scholarly articles, seminars,
workshops and conferences. Mr.
Branson’s advice throughout “The
Virgin Way” is perfectly sensible,
but it is also painfully familiar. By
contrast, the author’s real-life
talents—a blend of risk-taking
bravura, native business acumen
and shameless self-promotion—are
rare and not so easy to duplicate.

Still, leadership can be learned
to some extent, and Mr. Branson’s
breezy volume touches on some
important topics, even if it does at
one point quote Willie Horton—
rather than Willie Sutton—on the
reason for robbing banks: “because
that’s where the money is.” (Fans
of the Detroit Tigers and Michael
Dukakis will each remember a
different Willie Horton, but neither
man should be confused with the
famous bank robber.) For example,
“The Virgin Way” includes a
chapter on the importance of
innovation and another one urging
entrepreneurs to make their own
luck by working really hard and

capitalizing on serendipity.
In keeping with his iconoclastic

image, Mr. Branson expresses
disdain for corporate mission
statements, which he rightly
criticizes as often hollow and
generic. And his insistence that, in
business, your people are
everything is well worth carving
into the lintels of C-level offices,
where rank-and-file workers get
short shrift. Mr. Branson has
learned from experience that
hiring matters. If you’re recruiting

to lead a thriving division,
consider finding someone from
within the company to maintain
continuity. But if you want to
shake things up, bring in an
outsider. And “if you hire the
wrong person at the top of a
company,” he warns, “they can
destroy it in no time at all.”

Mr. Branson is frank about
some of his failures, such as Virgin
Cola, which fizzled in a battle for
market share with Coke in the
mid-1990s. He acknowledges in
retrospect that he underestimated
Coke’s “might, determination,
distribution and sheer marketing
clout,” adding that it is easier to
win customers to an airline with
“tangibly superior” customer

service than to change consumers’
“preferences for a fizzy drink.”

But too many of the business
tales in this book are less personal
and more broadly known. They
include the genius of Steve Jobs at
Apple and the downfall of Kodak,
which he blames on leaders who
“seemed to bury their heads in the
sand” while technology
transformed their business.
Various Virgin executives are
singled out for praise, a collegial
gesture on Mr. Branson’s part but
not very helpful to the rest of us.

Again and again Mr. Branson
emphasizes creating a fun working
environment as a way to maintain
passion and build teamwork. He is
especially keen on parties and
charitable volunteer work to help
employees get to know one
another and climb out of those
dreaded silos. But he doesn’t
address the tougher question of
how it is possible to develop a
passion for baggage handling,
room cleaning and the other
mundane duties that are required
by the companies doing business
under the Virgin brand.

Is ours a time of inadequate
leaders? It may seem so. In the
realm of business, modern leaders
have invited criticism thanks to
their infatuation with short-term
profits and their shameless
embrace of staggeringly high
compensation. If anything, there
appears to be an inverse
correlation between the growth of
the leadership industry and the
quality of the leaders we’ve seen in
business as well as in public life.

Perhaps instead of reading

books that purport to instruct on
leadership—offering up more
cliché than wisdom—would-be
leaders would do better to delve
into books about individuals who
have grappled with the challenges
and ordeals of guiding an army, a
nation or a daring enterprise.
Literature brims with such
portraits. Think only of the
“Odyssey” or Shakespeare’s “Henry
V.” Tenacity is important in a
leader, but what happens when
tenacity becomes obsession?
Herman Melville will tell you all
about it in “Moby-Dick.”

If you prefer to learn about
leadership through the experiences
of real people, how about Eliot
Cohen’s “Supreme Command”
(2002), about four civilian leaders
(Lincoln, Clemenceau, Churchill
and Ben-Gurion) who steered their
countries through wars far too
important to leave to mere
generals? For that matter, try any
good book on Ernest Shackleton,
who led his Antarctic team to
rescue through almost unimagina-
ble hardships. If you really must
have the self-help version, forget
business books and get yourself a
copy of “The Prince.” Machiavelli’s
advice to 16th-century Florentine
heads of state may not seem
suitable bedtime reading for
modern “servant leaders,” as ex-
emplars of the contemporary ideal
are piously known, but they ignore
his cynical realpolitik at their peril.

Mr. Akst, who writes the Journal’s
weekly news quiz, is the author of
“We Have Met the Enemy: Self-
Control in an Age of Excess.”

[ Bookshelf ]

BY DANIEL AKST

Business Bromides

The VirginWay
By Richard Branson
(Virgin Books, 400 pages, £13.60)

Perhaps instead of reading
books that purport to
instruct on leadership,
would-be leaders should read
the ‘Odyssey’ and ‘Henry V.’
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Russia’s Startup Scene Fades
Twice a week, Andrey Zyuzin

leaves his main office at Cisco Sys-
tems Inc. in the center of Moscow
to work out of one of Cisco’s out-
posts in a futuristic building on the
city outskirts.

By now, Mr. Zyuzin, director of
corporate affairs at Cisco Russia,
was supposed to be working full
time in the government-funded
Skolkovo technology hub. Instead,
the foundation of the building that
will contain his future office is just
being laid.

“There are carcasses of new
buildings,” said Mr. Zyuzin of the
view he has from his temporary out-
post in the HyperCube—the 27-mil-
lion square-foot development’s only
completed building so far.

Skolkovo was once touted by
government officials as a budding
version of Silicon Valley that would
help Russia transition from its oil-
and-gas economy and into a diversi-
fied, technologically driven future.
Around 2010, foreign venture inves-
tors and tech companies began step-
ping up their investment in Russia
as the government seemed ready to
align with the West.

The atmosphere has changed.
Skolkovo, conceived as a project

that would attract a lot of interna-
tional investment and knowledge,
has faded from the agenda of the
Russian government. More broadly,
the interest from the government in
collaborating with the West’s tech-
nology sector lessened sharply. Con-
currently, the West’s passion for
Russian technology sector has also
cooled.

The conflict with Ukraine, new
laws limiting the freedom of Inter-
net users and companies, sanctions
imposed on Russia, and official rhet-
oric focused on disengagement with
the West, all have ratcheted up the
risk of doing business in the coun-
try.

Western venture firms have
sharply decreased investment this
year, choking off funding for start-
ups. Some Russian technology start-
ups have fled the country alto-
gether.

“We’ll never say never, but the
bar just went up even higher,” said
Sonali De Rycker, partner at Accel
Partners, a Silicon Valley venture
firm that made several large invest-
ments in Russia in the past few
years but isn’t planning to make any
new ones anytime soon.

Other big firms have followed a
similar path.

New York-based Bessemer Ven-
ture Partners allocated $20 million
to Skolkovo projects in early 2012 to
spend over the following two years
but has spent none of it. Brian Fein-
stein, partner at Bessemer, said that
the firm hasn’t found the right op-
portunity in Russia. He stopped at-

tending Skolkovo investment advi-
sory board meetings last year,
because the trips to Moscow no lon-
ger fit his schedule, he said. Mr.
Feinstein said Bessemer will con-
tinue evaluating investments in Rus-
sia.

European firm Index Ventures,
meanwhile, didn’t take part in a
$150 million funding round earlier
this year for e-commerce company
Ozon Holdings Inc., which has been
called “Russia’s Amazon,” after in-
vesting prominently in earlier
rounds.

As for Skolkovo, construction has
been delayed. HyperCube, the futur-
istic building where Cisco’s outpost
is located, opened in 2013, and re-
mains the lone active structure
around. Original plans called for
about 10,000 people to work and
live in Skolkovo by the beginning of
this year, but for now there are just
2,500, all commuters.

Startups that accepted Skolkovo
grants—roughly $400 million so far,
allocated to 259 companies—were
required by law to move into offices
there by the start of 2014, but when
it became clear that their offices
wouldn’t be ready by then, the law
was amended to change the dead-
line to the start of 2016.

Skolkovo’s price tag rose from $4
billion to $8 billion, and $2 billion is
still needed from private investors
to get the main part of the project
done, said Anton Iakovenko, general
director for ODAS Skolkovo, a group
responsible for the hub’s construc-
tion.

Mr. Zyuzin said Cisco remains
committed to Russia and to Skolk-
ovo.

More than construction delays,
though, the idea of technological re-
form and cooperation with the West
now seems to be set in reverse.

Back in 2010, when then-Presi-
dent Dmitry Medvedev visited Sili-
con Valley to meet with tech compa-
nies such as Apple Inc. and Google
Inc. and tout the Skolkovo project,
he spoke of cooperation between
the countries, of Russia being “eager
to be an open country” in terms of
investment, trade and collaborative
projects. Russia needed to learn
from the American experience, he
said.

That talk contrasts with recent
comments by Vladimir Putin—who
again became president in 2012—
calling the Internet a CIA project
and criticizing Yandex NV, Russia’s
biggest online search company, for
having European and American rep-
resentatives among its managers.

Vasily Belov, senior vice presi-
dent for innovations development at
the Skolkovo Foundation—a non-
profit overseeing Skolkovo’s devel-
opment—played down the recent
upheaval.

He said Russian investors in Au-
gust were due to close four rounds
of venture-capital funding in start-
ups that accepted Skolkovo grants,
which he said was similar to 2013’s
numbers.

Several laws that passed in re-
cent years have made technology
companies feel unwelcome in Rus-
sia, some entrepreneurs and inves-
tors say. One allows the government
to ban websites with objectionable
information; another, which passed
this year and has yet to be imple-
mented, would require Russian In-
ternet user data to be stored on
servers located in Russia only.

As a result of the changed cir-
cumstances, some Russian startups
and investors have packed up and
relocated out of the country, and
others are considering that option.

In May, Alexey Sheremetyev, the

founder of home-décor app Planner
5D, moved from Moscow to Vilnius,
Lithuania, in search of visa-free ac-
cess to customers and partners in
Europe. He said the situation for
startups in Russia has worsened
since he moved.

“I feel pressure and the pressure
is rising,” said Alexander Galitsky,
managing partner at Moscow-based
venture-capital firm Almaz Capital
and a board member of the Skolk-
ovo project who is now exploring
moving his team out of Russia en-
tirely. In late July, the European
Bank for Reconstruction and Devel-
opment, which invested billions in
Russia, including into Almaz Capital,
said it was freezing all investments
there.

Anton Gladkoborodov, an entre-
preneur who launched several high-
profile startups in Russia, rented a
room in an artist’s studio in Man-
hattan’s Chinatown in July and
hired two people for his short-
video-creation startup Coub, whose
website draws 50 million unique us-
ers monthly.

The rest of his team is still in
Moscow, but Mr. Gladkoborodov is
strategizing on how to move them
too. “Tomorrow the borders may
close,” he said in July. “Tomorrow
we might start a war with Ukraine,
and by extension the world. Tomor-
row, my website may be shut
down…No one knows.”

Some investors see opportunities
in Russia’s startup slowdown.

“The Russian venture market is
down…there’s less competition, and
many good projects at good valua-
tions,” said Lev Leviev, an investor
and the co-founder of VKontakte,
one of Russia’s largest social net-
works.

—Nick Shchetko
contributed to this article.

BY YULIYA CHERNOVA

Cement
Deals Clear
Another
EU Hurdle

BRUSSELS—European Union an-
titrust authorities have uncondition-
ally approved a Spanish deal be-
tween Cemex SAB of Mexico and
Switzerland-based Holcim Ltd., the
last of three linked transactions be-
tween the cement giants under scru-
tiny from European regulators.

The European Commission, the
EU’s central competition authority,
said Cemex’s purchase of Holcim’s
Spanish operations raised no con-
cerns because the merged entity
would “continue to face sufficient
competition from its rivals in all
markets concerned.”

The commission had warned in
April, when it opened its in-depth
review, that a deal might substan-
tially stunt competition in the mar-
ket for gray cement in eastern Spain.
The commission was also worried
the tie-up could make it easier for
the remaining cement producers in
central Spain to form a cartel.

Cemex and Holcim announced
the deal in August last year as one
of a series of transactions that in-
cluded the Swiss-based company’s
acquisition of cement plants in west-
ern Germany owned by Cemex, and
Cemex’s purchase of Holcim’s opera-
tions in the Czech Republic. Czech
authorities cleared the latter deal in
March, and the EU waved through
the other in June.

The moves are part of a drastic
reshaping of the European cement
sector that has attracted the atten-
tion of regulators, particularly after
the announcement in April of the
planned $50 billion merger between
Holcim and Lafarge SA of France.

Holcim and Lafarge have yet to
notify the EU antitrust authorities,
the first formal step in the approval
process. But the cement producers
have pledged to sell assets that gen-
erate about €5 billion, or $6.8 bil-
lion, in annual revenue to address
competition concerns.

Joaquín Almunia, the EU’s de-
parting antitrust chief, has said the
merger is sure to face an extended
probe. Since late 2010, the commis-
sion has also been probing Holcim,
Lafarge and six other companies for
operating a suspected cartel in ce-
ment and cement-based products.

BY TOM FAIRLESS

The Skolkovo HyperCube is the only completed building at a government-funded tech hub on Moscow’s outskirts.
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The deals are part of a
drastic reshaping of the
European cement sector.
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OPINION: REVIEW & OUTLOOK

The summer pricing strife between
Amazon and media companies isn’t
fading with the season. This can

mean only one thing: The Justice
Department must be preparing to sue
Apple again for price fixing. That’s a joke,
not a suggestion, though it is the same
government illogic that led to this mess.

The cold war between Amazon and
publisher Hachette is said to pit readers
against authors, or consumers against one
corporate hegemon or another—though
the fight is unfair. Hachette is a unit of the
French conglomerate Lagardère SCA with
$7.2 billion in annual revenue. Its
adversaries are both the $74.5 billion
Amazon and the $3.65 trillion U.S.
government, and the story of how the
online retailer brought on this strategic
political partner deserves more scrutiny.

i i i
The current dispute is best seen as a

new iteration of the same fraught business
negotiations that in late 2009 and early
2010 led Justice to sue the six major
publishers and Apple for antitrust
violations. Then as now, the book people
believed that Amazon was devaluing their
products by setting retail prices too low
and endangering the industry’s long-term
survival.

The protest is the same today, as is
Amazon’s claim to be the reader’s
tribune—at the current moment by
boycotting Hachette authors and marking
up list prices to coerce the house to accept
its bargain-basement terms. In 2010 the
Everything Store was selling e-book
bestsellers for $9.99, several dollars below
the wholesale price determined by
publishers. These loss leaders for the
Kindle device help to explain why Amazon
then sold nine of every 10 e-books.

The publishers wanted to regain some
nominal management of their own retail
prices. So prior to the iPad and the
creation of the tablet market, Apple
proposed a switch to an “agency model”
for e-books. The book producers could
choose among pricing tiers in its digital
bookstore, and Apple
would take a fixed royalty
of 30% on each sale.

Amazon could have
continued with its
wholesale model—but the
publishers were protesting
the company’s tactics by
withholding popular
hardback or e-book titles for several
months. Thus for the first time Amazon
had in Apple an e-book competitor with a
potentially superior selection of books.

So in February 2010 Amazon posed as
the victim, and associate general counsel
David Zapolsky submitted a confidential
white paper to the Federal Trade
Commission and Justice’s antitrust
division on “the collective nature of the
publishers’ action to take control of digital
book pricing.”

DoJ then picked up Amazon’s legal
argument and used it to sue Apple. DoJ
claims that the iPad and the publishers’
acceptance of Apple’s new arrangement
“forced” Amazon to flip to the agency
model and thus higher (albeit temporary)
consumer prices.

The irony is that over the same 2009-10
period Amazon was also exploring a
conversion to agency contracts. Jeff Bezos
and his e-books executives convened at the
CEO’s boathouse on Jan. 24, 2010 and four
days later at headquarters to discuss the
matter. The agency model tends to be
more lucrative for the online sellers taking

the commissions and realistically Amazon
probably could not take wholesale losses
forever. One irony of the DoJ suit that was
lifted from the Amazon white paper is that
the publishers supposedly conspired to
demand less short-run revenue, which is
exactly what Amazon’s wholesale model

did.
On Jan. 31, 2010,

Madeline McIntosh, a
former Amazon employee
who had decamped for
Random House, emailed a
former colleague to marvel
over “discussions 9 months
or so ago regarding howwe

would ever be able to implement a profit
share model. . . . I guess what we had never
figured in was the idea that five publishers
would band together and insist on
receiving worse terms. And then Amzn
would be ‘cornered’ into accepting them.”

The Amazon executive, Laura Porco,
replied: “Hysterical isn’t it. Jedi Mind
Tricks here in Seattle.”

This history emerged in discovery for
the Apple antitrust suit, but Amazon
received another assist from district court
Judge Denise Cote. Apple identified 368
documents between Jan. 18, 2010 and Feb.
5 related to Amazon’s potential agency
play and pricing practices that Amazon
refused to turn over in whole or part.
Judge Cote quashed the request and
blocked most of the material from
becoming evidence at trial. “I don’t agree
that the profitability of the Amazon e-book
business is relevant. I don’t understand
why it would be,” she mused at a May 31,
2013 hearing.

Yet in Judge Cote’s July 2013 antitrust
finding against Apple, she held that
Amazon’s very dominance explained the

alleged collusion. “The Publisher
Defendants did not believe, however, that
any one of them acting along could
convince Amazon to change its pricing
policy. They also feared that if they did not
act as a group, Amazon would use its ever-
growing power in the book distribution
business to retaliate against them.”

By then the publishers had settled,
without admitting wrongdoing, under
threat of financial ruin. That 2013 consent
decree preserved agency agreements but
included a de facto prohibition on price
floors for two years, allowing Amazon’s
discounting practices to go on. The only
reason Hachette is fighting now is that it is
the first to be released from the
settlement’s staggered terms. Next up is
Harper Collins, which like this newspaper
is a part of News Corp.

i i i
Amazon can claim a consumer interest

in lower prices. But prices aren’t the only
measure of consumer benefit, especially if
lower prices discourage new investment in
quality and innovation and consumer
choice. Publishers are literary venture
capital firms that finance writing and
research that may not pay off for years if
it ever does. They deserve some influence
over how intellectual property is
distributed.

The larger point is that the executive
and judicial branches intervened to aid
Amazon, a quasi-monopolist incumbent at
a crucial competitive juncture amid the
shift to digital from print, preventing a
market resolution. Apple is appealing
Judge Cote’s ruling as a matter of antitrust
law, and the outcome is by no means clear.
What is clear is that Amazon ought to stop
claiming to be a tribune of the market
when its chief patron is government.

T oday’s lesson in the utterly
predictable is the report out of the
United Nations that Syria may not

have declared the whereabouts of all of its
chemical weapons. So a regime that
denied building a nuclear-bomb facility
before the Israelis destroyed it in 2007,
and denied using chemical weapons it
clearly used against its own people in
2013, may not have told the truth about
its stockpiles? Say it ain’t so.

The charge came late last week from
none other than Samantha Power,

President Obama’s Ambassador to the
U.N., following a confidential briefing to
the Security Council on Syria’s chemical
disarmament. “I want to
stress that much more
work still needs to be done
on Syria’s chemical
weapons program,” Ms.
Power told reporters. “The
international community
must continue to press for the resolution
of all discrepancies and omissions in
Syria’s original declaration.”

We reported a year ago that U.S.
intelligence services doubted the
completeness of the Syrian declaration.

The Assad government
disclosed 32 sites but U.S.
spooks believed there were
about 50. That reality has
been downplayed at the
U.N., where officials like to
stress that 96% of Syria’s

declared stockpiles have been destroyed
and claim victory.

But Ms. Power clearly doubts that

Syria has come clean, and she expressed
concern that the remaining weapons
could eventually fall into the hands of
Islamic State or other terrorist groups
given the country’s civil war. We already
know that Syria has used chlorine bombs
in the year since it agreed to give up his
chemical weapons.

Ms. Power is right to keep the pressure
on, but the likelihood is that the Assad
regime will never turn over everything.
The most dangerous weapon in a
dictatorship is always the dictator.

S usan Rice completed a three-day
visit to Beijing Tuesday with the
aim to strengthen cooperation

amid bilateral tension and crises in the
Middle East and Europe. A sign that the
U.S. National Security Adviser made
progress would have been Beijing’s
decision to allow human-rights lawyer
Gao Zhisheng to leave China for medical
treatment in the U.S.

The Chinese government has
punished Mr. Gao for nearly a decade for
his legal work on behalf of factory
workers, dispossessed land owners and
especially religious minorities, including

Christians and Falun Gong members.
Released from Shaya prison in western
China on Aug. 7, he has been under
house arrest without
access to doctors.

Mr. Gao needs medical
care after being confined
from December 2011 until
last month in a dark cell
with no access to the
outside world. The guards, who fed him
one slice of bread and one piece of
cabbage per day, refused to speak to
him. His lawyers say he shed 50 pounds
and lost teeth to malnutrition. Mr. Gao

has written that in previous detentions
he was burned with lit cigarettes, beaten
with pistols and electrocuted. Torturers

pierced his genitals with
toothpicks.

From 2006 to 2009,
state security terrorized
Mr. Gao’s family by
occupying their Beijing
apartment and denying

them any privacy. His wife and children
fled in 2009 and received asylum in the
U.S.—“our adopted country,” says his
wife, Geng He, who has asked U.S.
leaders to request her husband’s release

for medical care outside China. Such a
request stands a decent chance now, as
the U.S. and China are preparing a
presidential summit on the sidelines of
November’s Asia-Pacific Economic
Cooperation forum in Beijing.

While Ms. Rice has plenty on her
agenda, from the summit to maritime
territorial disputes and cyber
espionage, issues of political freedom
and human rights deserve a prominent
place. One is Hong Kong’s fading
freedoms. Another is Gao Zhisheng, a
brave advocate whom Beijing has
abused long enough.

Amazon Loves Government

‘Discrepancies and Omissions’

Free Gao Zhisheng

The U.S. doubts Syria
has disclosed all of its
chemical weapons.

How the online
retailer leveraged

federal power to crush
the publishers.

China has brutalized
the human-rights
lawyer for a decade.
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U.S. Political Website
To Expand in Europe

Politico is taking its quest to “win
the morning” into a new time zone.

The Washington, D.C.-based news
organization has formed a 50-50
joint venture with German publisher
Axel Springer SE to start a Euro-
pean version of Politico, the compa-
nies announced on Tuesday. The
companies are putting up money in
the “eight figures” to fund the new
venture, according to people familiar
with the matter, meaning it will be
worth at least $10 million.

While details of the venture are
still being worked out, it will be
based in Brussels, the companies said
in their statements. Possible locations
for other bureaus include Paris and
Berlin, according to people familiar
with the matter, and acquisition of
competitors has also been discussed.

“This is the start of a very impor-
tant project for us, and we will have
many details to share in the weeks
ahead,” wrote Politico’s co-founders,
John Harris and Jim VandeHei, in a

memo on Tuesday indicating the
still-evolving nature of the plans.
“We can tell you this is a 50-50 joint
venture with Axel Springer and will
cover not just Brussels but European
politics and policy more broadly.”

They added: “This partnership is
aimed at exploring journalistic op-
portunities in Europe and is being
set up as a stand-alone enterprise.”

In a statement on its website, Axel
Springer said that the venture would
be “a new digital political media of-
fering that will offer in-depth cover-
age of European politics and policy.”

Politico was founded in 2007 by
former Washington Post journalists
Messrs. Harris and VandeHei, with
the backing of publisher Robert All-
britton.

Although it got most of its atten-
tion for the news it broke on its fre-
quently updated website—when tra-
ditional newspapers were still
grappling with how to respond to
the Web—half of its revenue in its
early years came from a limited-cir-
culation print publication.

The European venture represents
the first major move by Mr. Allbrit-
ton since the closing of the sale of
his family’s television stations at the
end of July for nearly $1 billion.
When he announced his intention to
explore such a sale in May 2013, he
said he planned to use the resources
from it to invest more in Politico
and other digital media like it. In
September 2013, Politico made its
first expansion beyond Washington,
with the purchase of the New York
City-based online news site Capital
New York.

Shortly after buying Capital New
York, which had previously been a
free site, Politico rolled out a model
for it that resembled the one on its
original site: a combination of freely
accessed news and highly special-
ized “verticals” requiring a subscrip-
tion to read. It also launched print
magazines for both Politico and Cap-
ital New York.

Both Politico and Axel Springer
said more details about the venture
would come in the weeks ahead.

BY KEACH HAGEY

GroupBacks Beijing
InParts-PriceRow

SHANGHAI—European car-parts
suppliers are backing China’s efforts
to loosen auto makers’ grip on spare
parts sales in the country, arguing
that Beijing should use its antimo-
nopoly law to help bring down
prices for consumers.

The European Union Chamber of
Commerce in China, whose mem-
bers include more than 100 Euro-
pean parts makers and related com-
panies, said on Tuesday that auto
makers control the Chinese market
for spare parts and other aftermar-
ket services, leading to dealers and
consumers paying higher prices
than they might elsewhere.

“Parts supply is purely con-
trolled by auto makers with distri-
bution only to their authorized
dealer shops, causing an excessively
high repair part price and a com-
mon burden to dealers by mandat-
ing vehicle and parts stock,” it said.

Parts makers may be reluctant to
publicly complain for fear of retalia-
tion by car makers, it said.

The report comes as Chinese anti-
monopoly regulators are scrutinizing
foreign luxury-car makers in China
for their hold on spare parts. Audi
AG, BMW AG and Daimler AG’s Mer-
cedes-Benz—which between them
hold about 70% of the Chinese lux-
ury-car market—have lowered prices
for parts and said they are cooperat-
ing with investigators.

Audi and Mercedes-Benz weren’t
immediately available for comment.
BMW declined to comment.

The position paper didn’t name
specific parts suppliers that might
be complaining.

European auto-parts makers, in-
cluding GKN PLC, weren’t immedi-
ately available for comment. U.K.-
based Delphi Automotive PLC and
France-based Faurecia SA declined
to comment.

The parts makers made similar
complaints in a position paper last
year. But the heightened language in
the latest report adds to the pres-
sures foreign auto makers face in
China, an increasingly important
market.

Analysts say in the wake of the
current antitrust probes, China may
overhaul how car makers distribute
and sell cars and car parts.

“Now is the time that everybody
is jockeying to get regulation shaped
in their favor,” said Andreas Graef,
principal at management consultancy
A.T. Kearney’s Shanghai office. “Auto
components makers want to send a
clear message to the authorities that
they want more equal access to
China’s after market.”

The industry group’s report also
offered new insight into China’s ris-
ing enforcement of its six-year-old
antimonopoly law, which has drawn
criticism from foreign business
groups in recent days.

Elsewhere in its report, the
1,800-member EU chamber group
criticized China’s antimonopoly law,
saying it lacked clear standards and
enforcement methodologies.

Chinese Premier Li Keqiang on
Tuesday said antitrust investiga-
tions didn’t target specific compa-
nies or industries, state media Xin-
hua reported.

He said only one-tenth of the
companies that have been investi-
gated were foreign. Mr. Li was
speaking to business leaders on the
eve of the World Economic Forum in
Tianjin.

Separately, Beijing fined three
Chinese cement companies on Tues-
day a combined 114 million yuan
($18.6 million) for price fixing.

The auto parts suppliers’ com-
plaints were reported earlier Tues-
day by the Financial Times.

—Richard Silk and Liyan Qi
contributed to this article.

BY COLUM MURPHY

AppleUnveilsNewWatch, Phones
Called Apple Watch, the device

comes in two sizes and three ver-
sions: Watch, Sport and Edition. Ap-
ple is offering several different
straps and faces, allowing multiple
designs.

Apple said the watch will start at
$349 in the U.S. and will be available
in early 2015. It works through a
connection to Apple’s new iPhone 6
and 6 Plus and the older iPhone 5, 5c
and 5s. Mr. Cook said it allows new
ways for users to communicate from
their wrists. The watch includes sen-
sors that can detect a pulse, count
steps, and suggest fitness goals.

The most noticeable upgrade for
the phones is the larger displays.
Apple has stuck with a smaller dis-
play for its iPhone, even as competi-
tors started making larger screens a
standard feature for high-end
phones. The feature is especially
popular in China and other emerging
markets where the smartphone is

Continued from first page replacing the PC as the primary
computing device.

The absence of a large screen
was becoming a liability for Apple as
it tried to maintain its dominant
hold on the high-end smartphone
market. Phones with screens larger
than 5 inches accounted for nearly
40% of global smartphone shipments
in the second quarter, up from 21% a
year earlier, according to market re-
searcher Canalys.

Apple’s main smartphone rival
Samsung Electronics Co. has pushed
aggressively into larger-size smart-
phones, using the bigger screen as a
key differentiator from the iPhone.
For smartphones with screens of 5
inches or larger, Samsung is the
leader, with 34% of the market, ac-
cording to Canalys.

Apple pushed the price of its
high-end iPhone higher, even as
other manufacturers feel pricing
pressure on smartphones. Apple’s
iPhone is already more expensive

than nearly all of its competitors.
Before the price increase, research
firm IDC estimated that the world-
wide average selling price of an
iPhone will be $657 this year, com-
pared with $254 for phones using
Google Inc.’s Android system.

The price increase comes as U.S.
carriers wean customers off upfront
discounts that masked the real price
of the iPhone. Instead, carriers are
pushing subscribers to pay the full
price of the iPhone in installments.

As for the payment system, Ap-
ple said it hopes to speed up the
checkout process, make credit-card
payments more secure and ulti-
mately, replace physical wallets. The
company said it is using a technol-
ogy known as near-field communica-
tion, or NFC, that that works by
transmitting a radio signal between
the device and a receiver, when the
two are fractions of an inch apart.

—Alistair Barr
contributed to this article.

The three new iPhones Apple put on public display on Tuesday as the company reacts to rivals’ bigger screens
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Trump Casinos at Brink
The Atlantic City, N.J., casinos

bearing Donald Trump’s name re-
turned to bankruptcy court, in what
could be the last effort to save the
beleaguered properties.

Without concessions from union-
ized workers, the Trump Taj Mahal
will close on or shortly after Nov. 13
and all operations will terminate by
Nov. 27, court papers said.

Tuesday’s filing by Trump Enter-
tainment Resorts Inc. attempts,
among other things, to halt a lawsuit
by Mr. Trump asking a New Jersey
court to remove his name from the
casinos.

“Mr. Trump brilliantly left Atlan-
tic City more than seven years ago
and has not been back. Mr. Trump
has absolutely nothing to do with
Trump Entertainment Resorts Inc.,”
Michael Cohen, a lawyer for the real-
estate mogul, said in a prepared
statement.

Trump Entertainment Chief Exec-
utive Robert Griffin in court papers
cited the need to halt litigation, in-
cluding Mr. Trump’s suit, as among
the reasons for the Chapter 11 filing,
along with disappointing results
from Internet gambling, rising At-
lantic City taxes and a continued
slide in revenue. Trump Entertain-
ment doesn’t have bankruptcy fi-
nancing and will have to turn to its
dwindling cash to keep the doors

open while it makes an effort to sur-
vive, he said.

In addition to the Trump Taj Ma-
hal, units associated with the Trump
Plaza hotel and casino, which already
had been slated for closure, were in-
cluded in the filing in U.S. Bankruptcy
Court in Wilmington, Del., seeking
protection from creditors. The com-
pany made four previous forays
through bankruptcy protection.

Trump Taj Mahal’s most recent
financial statements had warned
that a restructuring was imminent.
In the absence of significant revenue
increases, the casino told New Jer-
sey regulators that it wouldn’t be
able to pay its bills, including more
than $285 million in secured loans
from Icahn Partners LP and affili-
ates. Activist investor Carl Icahn at-
tempted to gain control of the
Trump casinos on their 2010 pass
through Chapter 11, but failed. About
$13.5 million in trade debt remains
unpaid, as well, court papers said.

The Trump Entertainment filing
comes amid a slowdown in the U.S.
casino industry, although it has hit
the New Jersey resort community
especially hard. Years of declining
revenue in Atlantic City culminated
this year in a series of closures.

After the Trump Plaza closes, At-
lantic City will have eight casinos,
including the Taj Mahal.

—Michael Calia
contributed to this article.

BY PEG BRICKLEY
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CatalanEx-LeaderDisgraced
BARCELONA—Jordi Pujol often said he

discovered his mission for Catalonia while
climbing a mountain as a boy and seeing
the destruction wrought by the Spanish
Civil War of the 1930s. Decades later, as
Catalonia’s long-serving leader, Mr. Pujol
presided over the resurgence of a region
that had been beaten down by war and the
subsequent dictatorship of Francisco
Franco.

Now the 84-year-old Mr. Pujol, retired
but long revered as the modern father of
Catalan nationalism, has taken a mighty
fall, tarnishing the campaign for the re-
gion’s independence from Spain.

In July, Mr. Pujol acknowledged in a
statement that he had evaded taxes for
more than three decades by failing to de-
clare an inheritance held offshore. Since
then, tax investigators and prosecutors
have begun poring over the finances of Mr.
Pujol and his family, looking for more irreg-
ularities.

He has been stripped of honors and
abandoned by longtime allies. Barcelona
Mayor Xavier Trias, a member of Mr. Pu-
jol’s political coalition, said: “What Jordi
Pujol has to do is disappear.”

A scandal is the last thing separatists
need as they gear up for a massive demon-
stration in Barcelona on Thursday designed
to build momentum for a planned nonbind-
ing referendum on independence in Novem-
ber. Secessionists say Spain’s central gov-
ernment drains Catalonia of taxes without
respecting its language and culture.

Spanish government leaders say Cata-
lans have plenty of investment and auton-
omy already, and that the referendum won’t
be permitted. That position contrasts Spain
with the government of the U.K., which is
allowing Scotland to vote on independence
later this month.

The Pujol affair is an embarrassment to

separatists who have rallied behind a battle
cry of “Spain Robs Us,” saying that the cen-
tral government squanders or steals much
of what Catalonia pays in taxes. In his
statement, Mr. Pujol said his father had left
the inheritance, the amount of which he
didn’t disclose, in an offshore account and
specified that it was to go to Mr. Pujol’s
wife and seven children. Mr. Pujol said his
family had “never found the right moment”
until recently to declare the money, which
Spanish authorities say is held in the tax
haven of Andorra, and he apologized for
having waited so long.

Last week, Spanish Budget Minister
Cristóbal Montoro of the anti-independence
Popular Party, which governs nationally,
called the Pujol probe one of “the most se-
rious cases of financial fraud” in Spain, and
said government investigators were seeking
further information on the origin of the
cash in Andorra. “We can’t believe a com-
muniqué of someone who has hidden the
truth, deceiving Catalan society and his
voters during more than three decades,” he
said.

Mr. Montoro said Mr. Pujol had made his
admission only because he knew govern-
ment tax investigators were on his trail. In
his statement, Mr. Pujol said he was moti-
vated to confess due to “written insinua-
tions about the origins” of his family’s eco-
nomic means.

The Catalan politician’s admission has
intensified scrutiny of Mr. Pujol’s oldest
son, Jordi Pujol Ferrusola, who was already
under investigation for suspected tax fraud
and money laundering, according to court
documents. Those documents show that the
probe was sparked by accusations by a
woman who says she was his former lover,
and investigators now say they are looking
for possible links with the undeclared in-
heritance.

Another son, Oriol, who stepped down
from a party leadership position last year,

is the target of an unrelated investigation
into suspected influence-peddling. No
charges have been filed, and the two Pujol
sons have said they are innocent.

Independence opponents can scarcely
restrain their glee. “To say that Catalonia is
robbed of everything by the state is a fal-
lacy that is beginning to be dismantled,”
said María Dolores de Cosdepal, a Popular
Party leader.

But analysts say there are limits to the
damage Madrid can inflict on the indepen-
dence movement, as well as risks that ham-
mering on Mr. Pujol could backfire. While
many attacks from Madrid have cast him as
the personification of the independence
movement, the reality is different, said
Lluís Orriols, a political scientist at Carlos
III University in Madrid.

“The [Catalan] political establishment
was among the last to become pro-indepen-
dence and only after public opinion pres-
sured them,” he said. Mr. Pujol’s Conver-
gence and Union coalition embraced
independence only after a demonstration
by more than a million people organized by
citizens groups in 2012.

Moreover, while the scandal could be
devastating to Convergence and Union, the
party that stands to gain the most is the
Republican Left of Catalonia, which is even
more ardently secessionist.

Mr. Pujol burst to prominence in 1960 by
organizing a protest against officials of the
Franco government, which had repressed
Catalan language and culture since the vic-
tory of Gen. Franco’s forces in the civil war.
Mr. Pujol got two years in prison for that
act of defiance and became a Catalan hero.

Spain returned to democracy following
Franco’s death in 1975, and Mr. Pujol, who
served as Catalonia’s elected president from
1980 to 2003, became a pillar of the new
political order. The conservative Madrid
newspaper ABC named him “Spaniard of
the Year” in 1984. He was recognized as a

master of pactismo, political-deal making
with the central government that gradually
earns more powers and resources for his
region.

“We Catalans aren’t secessionists be-
cause we are convinced that [indepen-
dence] isn’t a good solution,” Mr. Pujol said
in 1995. “We try to obtain recognition of
our national identity within the framework
of the Spanish state and by that route we
have made very significant progress.”

Catalonia consolidated control of its ed-
ucation system and police force, revived the
Catalan language, and opened trade offices
around the world.

Mr. Pujol came out in favor of indepen-
dence only recently, after Spain’s Constitu-
tional Court watered down a painstakingly
negotiated revision of Catalonia’s governing
statute, which outlines the region’s rights
and responsibilities. “If there was an inde-
pendence referendum now, I would vote for
independence, something that I never ever
would have imagined,” Mr. Pujol said in an
interview in 2012.

Mr. Montoro questioned Mr. Pujol’s mo-
tives for embracing secession, suggesting
the continuing tax investigation might have
prompted him to turn against Spain. Mr.
Pujol hasn't responded to that accusation
and his lawyer didn’t return requests for
comment.

“We should be self-critical,” said Muriel
Casals, the head of Omnium Cultural, a Cat-
alan cultural group that is one of the orga-
nizers of Thursday’s demonstration. “Some-
times we Catalans think we’re like the
Lutherans of Spain. And the Pujol case is
like a slap on the face that says, ‘Look,
you’re not so Lutheran.’”

But the case won’t stop the indepen-
dence push, she said. “We are turning this
on its head and saying that we are going to
build a new country that is clean, so let all
that isn’t clean come out now. We don’t
want to sweep anything under the rug.”

BY MATT MOFFETT

Jordi Pujol, the former longtime president of Catalonia, and his wife, Marta Ferrusola, speak to the press in August. Mr. Pujol has admitted he hid an inheritance for years from Spanish tax authorities.
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Shipping Alliance Joins
CMA CGM, Two Others

LONDON—The French container-
shipping giant CMA CGM SA said
Tuesday it has formed an alliance
with China Shipping Container
Lines Co. and Middle East shipping
major United Arab Shipping Co. to
share vessels on some of the world’s
busiest trade routes.

The new alliance, called Ocean
Three, is expected to deploy about
150 ships that would move roughly
20% of all cargo between Asia and
Europe and 13% and 7% across the
Pacific and Atlantic oceans, respec-
tively, people involved in the deal
said.

The move comes after larger ri-
vals Maersk Line and Mediterra-
nean Shipping Co. sealed a 10-year
tie-up in July that is expected to
save them billions of dollars in op-
erating costs.

CMA CGM said the Ocean Three
vessels would call “in all the biggest
Asian, European and North Ameri-
can ports, using transshipment hubs
common to the three partners.”

CSCL said in a separate written
statement that the agreement would
be valid for two years after the start
of operations and would be auto-
matically extended if the parties in-
volved have no objections.

Maersk Line, a unit of Danish
conglomerate A.P. Møller-Maersk
A/S, and Switzerland-based MSC are
the world’s two biggest container-
shipping companies in terms of ca-
pacity. They announced their so-

called 2M alliance in July. Chinese
regulators earlier rejected a wider
tie-up called the P3 alliance, which
would have also included CMA CGM,
over concerns that the combined
strength of its proposed members
would threaten Chinese container
carriers.

“Ocean Three is an antidote to
2M,” said Jonathan Roach, a con-
tainer analyst with London-based
Braemar ACM Shipbroking. “It’s in
line with staying competitive with
the 2M and it’s a good deal, because
they have invested in some of the
biggest ships in the business and
also brought a Chinese company
into the fold.”

Container shipping, which carries
about 95% of the world’s manufac-
tured goods, has suffered for the past
decade from overcapacity that has
led to falling freight rates, which ma-
jor operators have described as un-
sustainable. A plethora of smaller
shipping companies regularly under-
cut freight rates from Asia to Europe
and across the Atlantic and Pacific
oceans, hoping to stay in business
until the industry recovers.

The 2M alliance would control a
35% market share in the Asia-to-Eu-
rope trade loop and 15% and 37% of
the cargo moved across the trans-
Pacific and trans-Atlantic routes, re-
spectively. The 2M fleet would in-
clude Maersk’s 20 Triple E vessels,
the biggest and most efficient ships
in the business, able to carry in ex-
cess of 18,000 containers each.

People familiar with the matter

said MSC will also likely charter on
long-term leases five Triple E’s from
Scorpio Group, based in New York
and Monaco, and China’s Bank of
Communications Co.

UASC and CSCL have a combined
11 Triple E’s on order. These vessels
steam more slowly than most other
ships to save fuel, slashing opera-
tional costs by 20% on each con-
tainer shipped, compared with the
average cost of existing vessels with
less fuel-efficient engines.

Both alliances need clearance
from U.S. regulators. William Doyle,
a commissioner for the U.S. Federal
Maritime Commission, said in an in-
terview last week that he would
consult with his Chinese counter-
parts at a meeting in November be-
fore the commission reaches a deci-
sion on the 2M alliance. The Ocean
Three partners haven’t yet filed
with the commission.

The alliances are expected to
gradually push smaller competitors
out of the benchmark Asia-to-Eu-
rope route because their smaller
and less fuel-efficient vessels won’t
be able to compete. This is expected
to bring some stability in freight
rates as supply, which is currently
15% above demand, will be more
tightly regulated.

A.P. Møller-Maersk Chief Execu-
tive Nils Andersen said in a recent
interview that overcapacity would
take at least four years to be ab-
sorbed.

—Colum Murphy in Shanghai
contributed to this article.

BY COSTAS PARIS

A vessel operated by Ocean Three member China Shipping Container Lines called in Hamburg last month.
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France Investigates GDF Suez

PARIS—France’s competition au-
thority on Tuesday ordered former
natural-gas-distribution monopoly
GDF Suez SA to share a set of cus-
tomer data with competitors while
the watchdog pursues an investiga-
tion into alleged abuse of a domi-
nant position by the utility.

Acting on a complaint filed in
the spring by rival Direct Energie,
the regulator, known as Autorité de
la Concurrence, said GDF Suez may
have taken advantage of the access
it had to customer files related to
government-regulated activities to
recruit new customers for its unreg-
ulated business.

Even though the probe hasn’t
been completed, the regulator said
there was an urgent need to foster
competition and ordered GDF Suez
to give rivals access to customer
data. GDF Suez has until Nov. 3 to
disclose data for large clients and by
Dec. 15 for households.

GDF Suez, which can appeal the
order, denied ever abusing a domi-
nant position.

The investigation highlights the
complexity of France’s energy mar-
ket. When France deregulated its
gas and electricity sectors in the
last decade, customers had a choice
of remaining with the incumbent
monopolies—GDF Suez for gas and
Electricité de France SA for electric-
ity—or shifting to new suppliers.

But the regulator argues that
when GDF Suez approached con-
sumers to sign up for its new, un-
regulated tariffs, some of its histori-
cal clients may have been confused
and possibly didn’t realize that they
now had the right to consider a
wider variety of offers.

“More than seven years after the
total opening of the market, the de-
velopment of new gas suppliers is ex-
tremely limited,” the regulator said.
New operators have won over only
5% of residential customers and 13%
of industrial ones since 2007.

BY INTI LANDAURO

BUSINESS & FINANCE

Strain for Scots Firms
tries with major assets in Scotland.

Oil and gas companies are wor-
ried, for instance, that an indepen-
dent Scottish government would be
more reliant on oil revenue for its
budget than the larger U.K. has been.
That could provide a temptation to
squeeze more tax from companies if
production keeps declining and tax
revenue shrinks.

North Sea output has been declin-
ing, with annual production last year
down 8% compared with the previous
year and about 70% from its peak in
1999. The decline has cut into the
U.K. government’s energy-tax reve-
nue, which fell to £4.7 billion ($7.6
billion) in the fiscal year ended in
March from £6.5 billion a year earlier.

Executives at BP PLC and Royal
Dutch Shell PLC, both of which have
multibillion-dollar developments off
Scotland’s Shetland Islands, have
said they would prefer that Scotland
remain within the U.K.

Industry executives have also
said that uncertainty over Scottish
independence, high costs and com-
plex tax structures have curtailed
new investment. Only 12 exploration
and appraisal wells were drilled in
the first half of this year, down from
27 in the first half of 2013, accord-
ing to trade group Oil & Gas UK.

Financial services, which form a
significant chunk of Scotland’s econ-
omy, have also been hit by the
raised prospects of a “yes” vote for
independence. Shares in Lloyds
Banking Group PLC, Royal Bank of
Scotland Group PLC and insurer
Standard Life PLC each dropped
more than 2% Monday after a new
poll put the separatist campaigners
in the lead for the first time.

The British government still
owns an 80% stake in RBS and a
24.9% stake in Lloyds following fi-
nancial crisis-era bailouts.

A “yes” vote would bring with it
huge uncertainty for financial-serv-
ices companies. Unresolved ques-
tions concerning the amount of the
U.K.’s debt an independent Scotland
would assume, and how bond mar-
kets would rate that debt, figure
heavily in the calculations of finan-
cial institutions, according to ana-
lysts. For Scotland’s banks, the un-
certainty could filter through to a
high rate of deposit withdrawals, al-
though several have said they ha-
ven’t seen much of an impact so far.

Scottish banking assets are 12
times the size of Scotland’s gross

Continued from page 15 domestic product, according to the
U.K. Treasury. The finance industry
accounts for 200,000 jobs—about a
12th of the workforce—and contrib-
utes about £7 billion to the econ-
omy, according to Scottish Financial
Enterprise, a trade body.

But the news isn’t all bad for
sectors largely reliant on Scotland.

Scotch whisky producers could
benefit from a weaker pound reducing
exporting costs—assuming Scotland
retains use of sterling, as “yes” cam-
paigners propose. Scotch exports are
worth around £4.3 billion a year, ac-
cording to the Scotch Whisky Associa-
tion, with about 20% going to the U.S.

“In our opinion, exporters should
benefit” from a separation, said ana-
lysts at Credit Suisse in a note pub-
lished Tuesday. The analysts picked
out two companies that could gain
the most: Diageo PLC, whose brands
include Johnnie Walker, J&B and
Bell’s, and Pernod Ricard SA, maker
of Chivas Regal and The Glenlivet.

Other industries likely to gain
from a weaker pound include to-
bacco and pharmaceuticals, accord-
ing to Citigroup. The firm cited
British American Tobacco PLC, Im-
perial Tobacco Group PLC, Glaxo-
SmithKline PLC and AstraZeneca
PLC among those that might bene-
fit, as a large portion of their sales
are done overseas.

Although the tourism industry
might also see Scotland’s appeal in-
crease with a weaker currency, at
least some people say a split might
keep them away. A recent survey by
market-research firm LJ Research
Ltd. found that 11% of potential
tourists to Scotland would be less
likely to go after independence,
though 84% said they would be un-
affected—and 5% said they would be
more likely to visit.

Greater control for Scotland over
its borders—a likely outcome which-
ever way the vote goes—could help
the country’s technology industry.

John Peebles, chief executive of
Scottish tech startup Administrate
Ltd., said changes could bring more
flexibility to highly skilled workers
or foreign students looking to stay
in the country.

“That could be great for Scot-
land,” he said. “We feel like [that]
could be a positive impact no matter
which way the referendum goes.”

—Selina Williams,
Max Colchester

and Lisa Fleisher
contributed to this article.

Google Officials Use Tour to Discuss Privacy
sory Council will give us guidance on
how to think about the more com-
plex removal requests, which will
complement the guidance we receive
from Europe’s data-protection au-
thorities.”

In Tuesday’s meeting, which
stretched for more than four hours,
Google’s eight-member advisory
panel, ranging from former Spanish
data-protection chief José-Luis Piñar
to Wikipedia founder Jimmy Wales,
heard testimony from eight Spanish

Continued from page 15 experts, including privacy advocates
and Montserrat Domínguez, the head
of the Spanish edition of the Huff-
ington Post.

In a brief speech, contrasting
with the academic tone of much of
the discussion, Ms. Domínguez cited
recent cases of news media being
notified by Google of the removal of
stories from certain individuals’
name searches. Ms. Domínguez said
Google should make a bigger effort
to clarify why it is approving take-
down requests.

Mr. Piñar, in response, conceded
that Google has been thrust into an
unusual position as judge of what
people should know. “The search en-
gine has become a mirror that can
decide what it will reflect and what
it won’t,” Mr. Piñar said.

Google’s Mr. Schmidt for his part
said during the meeting that the
company and its panel are at the be-
ginning of a longer process.

“This is just the beginning of
many days of listening and strug-
gling with these issues,” he said.



10 | Wednesday, September 10, 2014 THEWALL STREET JOURNAL.

How Salmond Brought U.K. to Cusp of Breakup
Murray, a Scot, became the first
British winner of Wimbledon after
77 years in 2013, Mr. Salmond, in
the stands, unfurled the blue-and-
white Scottish flag. Colleagues say
he often quotes from the Duke of
Montrose’s poem “I’ll Never Love
Thee More,” which praises those
who take risks “to gain or lose it
all.”

Despite his success, Mr. Sal-
mond remains a polarizing figure,
among both political obsessives
and ordinary voters.

“I don’t trust Salmond,” said
James Smyth, owner of a gallery
on Edinburgh’s Royal Mile, a
stone’s throw from Mr. Salmond’s
seat of power at the Scottish Par-
liament at Holyrood. “He wants to
be King of Scotland at any cost,
and the cost is going to be bloody
expensive.”

For Mr. Salmond’s biggest gam-
ble so far—that Scotland could
thrive economically outside the
U.K.—the stakes couldn’t be
higher.

Scotland’s departure would
have profound repercussions for
Britain’s political landscape and
its economy, the third largest in
Europe. The potential loss of bil-
lions of pounds a year in oil and
gas revenues from the North Sea
would blow a hole in London’s ef-
forts to balance the books after a
painful recession. Oil and gas tax
receipts peaked in 2009 at £12.3
billion ($19.8 billion) but are cur-
rently around half that. It is un-
clear who would control oil and
gas assets after a split.

A vote in favor of indepen-
dence could spook foreign inves-
tors—the recent polls have al-
ready hit the pound and U.K.
stocks and bonds.

Bank of England Gov. Mark
Carney on Tuesday warned Scots
that a currency union with the
rest of the U.K. would be “incom-
patible with sovereignty” if they
choose to secede.

Depositors fearful for their
savings in Scottish banks could
pull their money out, destabilizing
the financial system. Economists
say the U.K. economy, growing
quickly but still fragile after a
global recession in 2009, could
sputter as households and busi-
nesses stop to take stock of what
Scottish independence might
mean for them.

While a Scottish seccession
would be a humiliating blow to
Mr. Cameron and his Conservative
party, the opposition Labour
Party, which relies heavily on
Scottish votes for its success,
could also face new headwinds.

Even the Union Jack—an echo
of Britain’s imperial past recog-
nized across the globe—might
need a redesign; its blue and
white background represents the
Scottish flag, the Saltire.

For tiny Scotland itself, cut
adrift in an unsettled global econ-
omy and reliant for cash on some-
times-volatile oil revenues, the
stakes could be higher still.

It isn’t clear whether the new
nation would automatically qual-
ify for membership in the Euro-
pean Union. An independent Scot-
land would also face potentially
significant startup costs, such as
establishing its own military.

But so too could the payout,
nationalists say, with Edinburgh
gaining full control of tax revenue
raised within its borders and able
to prioritize whatever spending
its citizens want.

Continued from page 1

“Independence will allow the
people of Scotland to work to-
gether, to transform Scotland for
the better,” Mr. Salmond said in a
recent speech. “It means that we
will always get the governments
we vote for. We will gain the pow-
ers we need to promote produc-
tivity, jobs and investment. We
will be able to build a more pros-
perous country and a fairer soci-
ety.” Mr. Salmond declined to be
interviewed for this article.

After centuries of on-off antag-
onism, Scotland joined with Eng-
land and Wales in 1707, creating
Great Britain. Industrial revolu-
tion, imperial adventurism and
two world wars brought the na-
tions closer together. But Scottish
nationalism endured, just as Scots
preserved the Gaelic language,
their church and other institu-
tions, and their own legal system.

Mistrust of their English neigh-
bors—built on centuries of antag-
onism and outright conflict—lin-
gered, too. To many nationalists,
those Scots who agreed to the
1707 union were turncoats who
betrayed their nation “for English
gold,” according to the 18th-cen-
tury poet Robert Burns. English
historians tend to the view the
Scots were broke and England
stepped in to bail them out.

Scots’ desire for self-govern-
ment has been a feature of British
political life for generations. Scot-
tish Labour leader Keir Hardie
campaigned for “Home Rule” dur-
ing Britain’s imperial heyday in
the years leading up to World War
I. Mr. Salmond’s Scottish National
Party was formed in 1934 and
since the 1960s has sent lawmak-
ers to parliament in London.

The discovery of oil off the
Scottish coast in the North Sea in
the 1960s fueled many Scots’
sense they were getting a raw
deal from the union.

In recent decades, Scotland
moved decisively toward the polit-
ical left, a legacy of painful eco-
nomic reforms enacted by succes-
sive Conservative governments
during the 1980s and 1990s that
accelerated the demise of Britain’s
industrial heartlands—many of
them in Scotland.

Scottish Nationalists, mean-

while, proved adept at wooing dis-
enchanted Labour voters who
loathe the Conservatives.

Mr. Salmond’s fervor for the
cause of Scottish independence
came from his grandfather, who
used to tell the future leader col-
orful Scottish historical tales
while balancing him on one knee,
according to a recent biography.

Peter Brunskill, who was best
friends with Mr. Salmond at the
University of St. Andrews on Scot-
land’s windswept eastern coast 40
years ago, recalls going door-to-
door with the young Mr. Salmond,
canvassing for independence, even
in the bitter cold of mid-Novem-
ber.

Mr. Salmond joined the SNP as
a student in the 1970s and, after a
career as an economist, was first
elected as a member of the U.K.
parliament at Westminster in
1987, representing Banff and
Buchan, a constituency on Scot-
land’s northeastern coast.

At the time, the SNP was a tiny
party on the fringes of Westmin-
ster political life. Mr. Salmond
was one of only three SNP law-
makers among the House of Com-
mons’ 650.

His first speech as a member
of parliament touched on themes
he would return to again and
again during his career. He poked
fun at the feeble performance in
Scotland of Margaret Thatcher’s
Conservative Party in the 1987
election, even though she won
overall. He criticized the govern-
ment for its neglect of rural con-
stituencies such as his own, where
people farmed, fished and worked
in the oil industry, or where they
“work with their hands and get
their faces dirty,” as he described
it. He accused London of squan-
dering Scotland’s oil revenues and
declared that Scotland was a na-
tion with the right “to determine
its own political destiny.” His
words struck home in a country
that was grappling with industrial
decline and frustration with poli-
cies made in London.

Mr. Salmond became leader of
the SNP in 1990. By 1997 the party
had six members of parliament.
But it was an amateurish outfit,
with few full-time staff.

It was Mr. Salmond’s indefati-
gable, media-friendly persona that
kept the SNP from slipping into
total obscurity.

The SNP’s fortunes changed in
1997. Resentment with Westmin-
ster had intensified in Scotland
during the 1990s following a de-
cade of painful economic reforms
enacted by successive Conserva-
tive governments. Demands for
greater autonomy grew louder.
The Scottish parliament, which
had been dissolved in 1707, was
reconvened in 1999 after Scots in
a referendum took up Labour
Prime Minister Tony Blair’s offer
of devolution.

In the Scottish Parliament,
which currently has control over
policies in areas including health,
education and transport, the SNP
won enough seats to make them
the second-largest party after La-
bour in 1999. But they struggled
to make further gains until Mr.
Salmond, who had stood down as
leader in 2000, returned for a sec-
ond term in 2004. He spent the
intervening years as the SNP’s top
lawmaker in the British Parlia-
ment where he stood out as a vo-
cal critic of the Iraq war.

He also wrote a column in The
Scotsman newspaper about horse
racing and popped up as a genial
guest on television game shows.
On trips to his hometown of Lin-
lithgow, he used to spend Satur-
days betting on horse racing at
the local betting shop, said Paul
Watson, a regular there.

Mr. Salmond led the SNP to
victory in Scotland in 2007. A sec-
ond, stunning victory followed in
2011 that gave Mr. Salmond an
outright majority in Holyrood. He
almost immediately announced
plans for a referendum on inde-
pendence.

Political analysts say Mr. Sal-
mond’s electoral success in 2011
owed much to his party’s record
in government. Polls showed SNP
ministers—most of whom weren’t
career politicians but had instead
held down regular jobs or built
businesses—were viewed as effec-
tive administrators and many of
their policies, such as free pre-
scriptions for medicines, were
popular.

That fueled support for a
greater transfer of power from
London that Mr. Salmond has
adroitly channeled toward enthu-
siasm for independence. Andrew
Wilson, who served as economic
spokesman in the first Edinburgh
parliament, said Mr. Salmond was
critical in shaping the SNP’s mod-
erate, civic nationalism and dis-
pelling skepticism over an inde-
pendent Scotland’s economic
potential.

By the time of its 2011 victory,
the SNP had also established a
formidable electioneering ma-
chine, which has now been
pressed into service for the pro-
independence “yes” campaign. Of-
ficials say a vast database con-
stantly fed by an army of activists
allowed SNP strategists to tailor
election messages to individual
voters’ concerns.

In Linlithgow, 20 miles from
Edinburgh, one of Mr. Salmond’s
former neighbors and childhood
playmates, Robert Cruickshank,
said the SNP leader is a rare poli-
tician who genuinely cares about
the people and his goals.

Old classmates and political
sparring partners described a man
passionate about politics, but one
unwilling to hear other people’s
views.

“He’s happy to engage, but not
happy to listen,” said Iain McGill,
a conservative parliamentary can-
didate for Edinburgh central.

Mr. Salmond sometimes dis-
plays a tendency to overreach
himself, and seemingly ignores in-
convenient obstacles. When Mr.
Salmond played arcade games
with his college friends, they
called one of his tactics the Sal-
mond Bum-Up, a reference to his
propensity to tilt the machine
seeking an advantage. He still falls
victim to that impulse in today’s
referendum campaign. In October
2012, the SNP was accused of mis-
leading voters by saying Scotland
would be an automatic member of
the European Union. EU officials
haven’t confirmed that.

His assurances that Scotland
will keep using the pound if they
vote to secede have been chal-
lenged by all three political par-
ties at Westminster, who say vot-
ers won’t want a eurozone-style
currency union with their new
northern neighbor.

Nor do his bets always pay out.
Perhaps his biggest misstep came
in 2009, when his government re-
leased Lockerbie bomber Abdelba-
set al-Megrahi, provoking an in-
ternational outcry.

As Scots get ready to vote,
doubts have persisted over
whether Mr. Salmond can deliver
the prosperity he promises. Econ-
omists have poked holes in his
economic arguments, saying his
forecasts for oil revenue and fu-
ture productivity are wildly opti-
mistic. Negotiations over unre-
solved issues such as currency
and divvying up the U.K.’s debts
could be difficult.

Yet still support for indepen-
dence climbs, even though some
polls show most voters don’t trust
him and few think they’ll be bet-
ter off if Scotland secedes.

Polls had suggested he would
lose the 2011 election. Instead Mr.
Salmond won an unprecedented
majority in Edinburgh, a victory
that unnerves his opponents.

“Alex Salmond tends to finish
well in races,” said Anthony Wells,
associate director of pollster You-
Gov.

IN DEPTH

First Minister Alex Salmond, center, poses with pro-independence supporters Tuesday in Edinburgh. For Mr. Salmond’s
biggest gamble so far—that Scotland could thrive economically outside the U.K.—the stakes couldn’t be higher.
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Zinc Deficiency Gives Investors a Jolt
The world is running low on

zinc, sending some investors scurry-
ing to buy mining-company shares
and forcing the U.S. Mint to redou-
ble cost-cutting efforts in search of
a cheaper penny.

Prices for the metal have soared
to three-year highs. Investors are
betting prices will continue to climb
as some of the world’s largest zinc
mines run dry just as demand is
ramping up.

Zinc is used in everything from
steel coatings to car tires to sun-
screen, and the metal has few substi-
tutes. The U.S. Mint reduced manu-
facturing costs to offset higher prices
for zinc, which makes up 97.5% of ev-
ery penny. However, steelmakers,
which buy about half the world’s
zinc, are in a tougher bind. Zinc is
one of several rust-resistant metals
vital to the steelmaking process
where costs have soared this year.

Zinc production is expected to fall
short of demand this year for the
first time since 2007, according to
Goldman Sachs. Several large, aging
mines are scheduled to close next
year, and miners need higher prices
to justify the cost of finding and de-
veloping new sources of metal. Min-
ers may not produce enough zinc to
meet the needs of steel companies
and coin makers until 2018, analysts
say. Meantime, a rebound in the U.S.
property market and soaring global
auto sales are creating new demand
for galvanized steel.

Zinc futures are up 15% this year.
“There are a relatively small

number of large zinc mines that are
happening to be reaching the end of
their useful lives,” said Stephen
Briggs, a metals strategist at the
bank. “While there are mines to re-
place them, they’re not that many
and they’re not that big…we’re
reaching the tipping point.”

Next year, metal companies are
expected to close two mines equal
to 7% of global production. Replac-
ing that supply won’t be easy. One
of the facilities expected to shut
down, an Australian mine called
Century, produces 500,000 tons of
zinc a year, equal to about five new
mines, Mr. Briggs said.

Zinc users are drawing on stock-
piles of the metal to make up for

production shortfalls. Supplies of
the metal in London Metal Ex-
change-licensed warehouses fell to a
3.5-year low in July and are down
21% this year. The warehouses con-
tain enough zinc to meet 19 days of
demand, down from 24 days at the
start of the year.

“The recent zinc rally has really
been driven by the fact that invento-
ries have been falling much faster
than people have been expecting,”
said Catherine Raw, a commodities
portfolio manager for BlackRock Inc.

Earlier this year, Ms. Raw pur-
chased zinc futures for delivery in
January 2015, and she has been buy-
ing stocks of zinc producers such as
Swedish mining company Boliden

AB and Canadian zinc producer Tre-
vali Mining Corp. in recent months.

George Cheveley, a commodities
portfolio manager with Investec As-
set Management, said he is buying
shares in Glencore PLC, the third-
largest zinc producer. Glencore,
which closed two zinc mines last
year, said in an earnings presenta-
tion on Aug. 20 that “the market
deficit will only widen further.”

“The zinc market already looks
like it’s moved into deficit…and the
new projects are very few and they
all require higher prices,” Mr. Chev-
eley said. Investec manages $120
billion.

Investors are more bullish about
the $750 million zinc market than

they are for any other metal traded
on the LME, according to exchange
data.

The U.S. Mint lost $55 million
producing pennies in 2013, when
the coin cost 1.83 cents to manufac-
ture. This year a penny is expected
to cost only 1.6 cents because of
savings elsewhere in the process, a
spokesman said.

The value of the metal contained
in a penny is climbing. At today’s
prices, the zinc in each penny costs
0.58 cent, from 0.47 cent last year
and 0.26 cent a decade ago.

“No alternative metal compound
would lower the cost of the penny
[to less than one cent], we just
don’t think it can be done,” said
Tom Jurkowsky, a spokesman for
U.S. Mint, adding that the Mint had
studied cheaper materials like steel
but encountered problems with
higher manufacturing costs.

Globally, zinc demand is up 7.7%
in the first six months of this year to
6.8 million metric tons, according to
the International Lead and Zinc
Study Group, an industry association.

To be sure, some investors say
zinc has peaked. Chinese zinc smelt-
ers, which refine ore into metal,
have large inventories of unrefined
ore that they can tap. China ac-
counts for about 44% of zinc con-
sumption.

“There’s a lot of unrefined metal
around China and if you increase re-
fined capacity, you could balance
out the market,” said Manne Ras-
mussen, analyst with the $594 mil-
lion Vontobel Belvista Commodity
Fund in Zurich.

BY TATYANA SHUMSKY

BUSINESS & FINANCE

*estimate. †WSJ calculation
Sources: WSJ Market Data Group (price); Goldman Sachs (surplus or deficit); U.S. Mint (penny cost); WSJ (zinc value)

Galvanized | Zinc prices are soaring as supplies grow tight.
London Metal Exchange zinc prices,
year-to-date

Global zinc surplus or deficit in
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Plan for Test Results
numbers, they will include a sum-
mary of capital raised until Sept. 30
this year.

That allows the ECB to achieve
two somewhat contradictory goals:
It needs some banks to fail the
stress tests to make them more
credible than previous rounds, but
also doesn’t want to spook markets
by revealing major unsolved prob-
lems at big lenders.

Smaller banks in countries such
as Italy, Germany, Austria and
Greece are seen as most at risk of
flunking the tests. But few analysts
and investors expect big shocks,
thanks to the industry’s flurry of
capital raising and shedding of as-
sets over the past year.

Goldman Sachs analysts sur-
veyed 125 institutional investors,
and their consensus is that nine
banks will fail, triggering a total of
€51 billion ($65.8 billion) of capital
increases. The banks seen as most
likely to have shortfalls are Italy’s
Banca Monte dei Paschi di Siena
SpA, Germany’s Commerzbank AG
and Banco Comercial Português
SA, according to the survey.

Spokesmen for the Italian and
Portuguese banks declined to com-
ment. A Commerzbank spokesman
pointed to remarks last month by fi-
nance chief Stephan Engels that “we
still feel well positioned to pass the
test.”

It is not just eurozone banks that
are at risk of failing the stress tests.
About two dozen big European
banks outside the currency bloc are
undergoing the same exercise. A
stress-test simulation of 34 banks
run by analysts at Mediobanca Se-
curities concluded that seven banks
could fail. These included two Brit-
ish banks, Royal Bank of Scotland

Continued from first page Group PLC and Lloyds Banking
Group PLC, and two Nordic lenders,
Skandinaviska Enskilda Banken AB
and Danske Bank A/S.

RBS declined to comment. A
Danske Bank spokesman said the
bank believes it is well capitalized.

A spokesman for Lloyds said the
Mediobanca study had flaws, includ-
ing the use of different capital defi-
nitions in different countries. An
SEB spokeswoman declined to com-
ment.

European supervisors have
worked closely with national regula-
tors and bank executives to spur
pre-emptive action by banks. This
year, eurozone banks raised about
€36.9 billion in common equity, ac-
cording to SNL Financial. They also
ditched soured loans and extraneous
business units. European Union
banks are on track to shed €100 bil-
lion of assets this year, according to
PricewaterhouseCoopers.

European authorities hope this
year’s tests will be more credible
than in the past. European stress
tests in 2010 and 2011 were widely
ridiculed for being overly soft.
Banks such as Belgium’s Dexia SA
were given clean bills of health, only
to collapse months later.

In those tests, European authori-
ties allowed banks to plug their bal-
ance sheet numbers directly into
stress-test models. Part of the prob-
lem was that the banks’ numbers
were sometimes wildly inaccurate.

This time, the ECB is working
with national regulators to conduct
its own analysis of banks’ balance
sheets.

The asset-quality review, which
is being wrapped up, seeks to en-
sure that the numbers used for the
stress test include a more-realistic
valuation of banks’ holdings.

There’s more
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Iraq Government Faces Sunni Demands
BAGHDAD—Iraq’s fragile new

government, forged under substan-
tial U.S. pressure, could break apart
if it fails to quickly meet the de-
mands of the restive Sunni minority
that reluctantly threw its support
behind the Shiite prime minister,
representatives of the group said
Tuesday.

Among those demands are the
release of thousands of youthful
Sunni prisoners held on terror
charges that human rights groups
say are dubious, the repeal of laws
barring supporters of the former
Saddam Hussein regime from poli-
tics and greater representation for
the sect in key state institutions
such as the military.

The slate of ministers approved
on Monday has drawn the loudest
protests from local leaders in the
Sunni-majority provinces now occu-
pied by the extremist group Islamic
State. These leaders, many of whom
the Obama administration hopes to
bring on side to confront the insur-
gents, say they will offer little sup-
port to Baghdad unless the new gov-
ernment makes real reforms.

“This current crop of politicians
in government left behind their
causes and dropped all their de-
mands in order to get some benefits
in return,” said Abdul Razaq Al
Shammari, a local leader in the
Sunni-majority province of Anbar.
“This is why we say that the revolu-
tion is still on and the resistance
will keep holding its weapons until
Sunni rights are restored.”

The U.S. hailed the formation of
the government, headed by Prime
Minister Haider al-Abadi, as a mile-
stone. The Americans, along with
the Sunni and Kurdish minorities
who reluctantly supported Mr.
Abadi, are all hopeful that he will
promote more inclusiveness in gov-
ernment than his predecessor Nouri
al-Maliki. Mr. Maliki was accused of
stoking sectarian tensions with poli-
cies that favored the Shiite majority.

The U.S., which was heavily in-

volved in the Iraqi government ne-
gotiations, is hoping the new cabi-
net can unify the country to
confront the increasing power of Is-
lamic State insurgents.

The government was approved
two days before President Barack
Obama is slated to address the na-
tion and lay out his strategy to con-
front Islamic State militants who
have taken over large tracts of terri-
tory in Iraq and Syria.

By numbers alone, the new cabi-
net is slightly less inclusive of the
Sunni minority, which holds eight
seats down from 11 under Mr. Ma-
liki. Two of the most important cab-

inet posts were left unfilled and one
of them, the defense ministry, is ex-
pected to go to a Sunni as it has in
the past.

Yet those numbers make little
difference to how the cabinet is per-
ceived. The anger among Sunnis ex-
poses an abiding gap between the
country’s hinterland and politicians
in Baghdad, viewed by many Iraqis
as aloof and ineffective.

Iraq’s fragile cohesiveness will
depend more on its ability to make
tangible reforms on the local level
rather than national level reconcilia-
tion between Sunnis and Shiites,
which isn’t going to go very far in

the present government, said
Nathaniel Rabkin, an expert on
Sunni tribes and managing editor of
Inside Iraqi Politics, a newsletter.

Such reforms have been de-
manded by antigovernment protests
that Mr. Shammari and other local
Sunni leaders have helped lead and
finance in the Sunni-majority prov-
inces of Anbar, Salah Al Din and
Nineveh since December 2012.

The protesters had called on the
Shiite-dominated government of Mr.
Maliki to relax laws they said were
discriminatory against Sunnis and
release prisoners. Mr. Maliki did lit-
tle to meet the demands, instead ac-

cusing the dissidents of aligning
with Sunni militants such as al
Qaeda—a claim the protest leaders
repeatedly denied.

None of the Sunni politicians
nominated to the cabinet has made
common cause with the protesters.

And while some Sunni leaders
put the protesters’ demands to Mr.
Abadi as a condition for their par-
ticipation in the cabinet, they with-
drew them shortly before the vote
in return for assurances by Ameri-
can diplomats that the demands
would eventually be met, said Ibra-
him Al Mutlaq, a former Sunni par-
liamentary who participated in the
government negotiations.

“The Sunni community is not
happy now with the current situa-
tion or with the Sunni representa-
tion in government,” he said. “But
we do trust promises coming from
the American side and this is why
we took part.”

The withdrawal of the demands
prompted loud accusations of be-
trayal that Sunni politicians denied.
Still, at least one Sunni member of
parliament said he had never heard
of such dissatisfaction among his
base of Sunni voters.

Those who were angry had yet to
give the new government a chance,
said Dhafer Al Ani, a Sunni parlia-
mentarian.

“The members of parliament get
their legitimacy from elections,” he
said.

“Those who ask for guarantees
to fulfill the Sunni demands do not
know that there are no guarantees
in politics.”

Other leaders in the new govern-
ment say the concerns stem more
from internecine fighting within the
Sunni bloc than a fundamental in-
stability in the new government.

A bloc representing the country’s
Kurdish minority in the north has
already put the government on no-
tice, threatening to withdraw after
three months if their demands for
more autonomy aren’t met.

—Ghassan Adnan contributed to
this article.

BY MATT BRADLEY

Members of the Iraqi parliament vote on Iraq’s new government at the parliament headquarters in Baghdad on Monday.
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Violence Tests Lebanon’s Religious Communities
BEIRUT—Violence that has

spilled over to Lebanon from neigh-
boring Syria has widened in recent
days to the country’s mostly Shiite
Bekaa Valley, where a spate of kid-
nappings have further tested the re-
straint of Lebanon’s religious com-
munities.

The flare-up comes as the recent
beheading of a Lebanese govern-
ment soldier captured along with 23
other troops has led to the kind of
anger and public finger-pointing
that in the past has tipped this
country of 5.8 million people into
communal violence.

Hours after Ayman Sawwan, a
Sunni, was taken hostage by un-
known gunmen in the Bekaa Valley,
his family blocked local roads and
abducted 10 Shiites in retaliation,
said Sheikh Ali Ayyoub, a local
Sunni leader.

The Lebanese army has inter-
vened and gained the release of one
of the 10 kidnapped men, but the
standoff continued Tuesday.

Mr. Ayyoub accused Hezbollah,
the military and political movement
that speaks for most of the Leba-
non’s Shiites, of responsibility for
the escalating turmoil.

“Here we are in an isolated area

and we have no connection with
Arsal, so why did they kidnap our
young men?” Mr. Ayyoub said. “If
Hezbollah keep provoking the Shiite
tribes to abduct our young men, the
Sunnis will start reacting the same
way.”

Lebanon’s Sunni Muslims, Ma-
ronite Christians and Shiite Muslims
have shown calm amid political in-
security since the destructive 15-
year civil war ended in 1990.

The three-year-long Syrian civil
war, however, has produced a com-
bustible mix again in Lebanon. Hez-
bollah has been fighting alongside
forces of Syrian President Bashar al-
Assad—even as Sunni rebels bat-
tling them use Lebanon as a haven.

The cosmopolitanism that is the
pride of Lebanese in more peaceful
times is, under the stress of the Syr-
ian war and its spillover, giving way
to suspicions reminiscent of a more
turbulent past.

At least one million Syrians have
fled across the border to Lebanon,
straining its social fabric to the
breaking point.

Islamic State fighters, along with
anti-Assad rebels of the al Qaeda-
linked Nusra Front, seized the Leba-
nese soldiers in August during fight-
ing in the eastern Lebanese town of
Arsal. It was the insurgents’ first ef-

fort to establish a foothold in Leba-
non, but they were beaten back by
Lebanese army forces after a five-
day battle.

The aftermath of the fighting,
however, has cast a lingering
shadow.

The Nusra Front is demanding

Hezbollah leave Syria in exchange
for the seized soldiers.

The Islamic State, which controls
a large territory encompassing east-
ern Syria and western and northern
Iraq, says it will release the soldiers
only when fellow Islamists held in
Lebanon’s Roumieh Prison are freed.

It has already made good on its
threat to start executing soldiers
unless the prisoners are released.

A video of the beheading of the
Lebanese soldier, Ali Al Sayyed, was
posted online on Aug. 28. His re-
mains were later returned to Leba-
non and identified by the govern-
ment.

Photographs of the beheading of
another soldier, Abbas Medlej, ap-
peared on Saturday but haven’t
been authenticated by Lebanese au-
thorities.

Lebanese officials so far have re-
fused to free the Islamists from
Roumieh Prison but have promised
to speed up trials of detainees
awaiting trial. Qatar has offered to
mediate between the two sides.

Many of Beirut’s neighborhoods
are defined according to religion
and sect, and in recent weeks gangs
of men have been patrolling neigh-
borhoods looking for people who
don’t reside there, said Semaan
Khawam, an artist of Armenian-Syr-

ian origin based in the Bourj Ham-
moud neighborhood.

Mr. Khawam said he was at-
tacked Saturday night by a group of
eight men in a predominantly Ma-
ronite Christian district as he
smoked a cigarette in a park. The
men demanded his identification
documents and assaulted him when
he refused, he said.

“It’s not how you fix this prob-
lem, by beating every stranger who
comes to your area,” Mr. Khawam
said, his lower lip still blue from the
attack. “Every area now has its own
hooligans, its own security, its own
gangs.”

Lebanese officials have acknowl-
edged the growing public anger but
have urged calm. Lebanese Prime
Minister Tammam Salam warned in
a speech on Sunday that the Islamic
State wanted to exploit the coun-
try’s fragility.

Everywhere, though, there are
jitters. After the battle for Arsal,
Lebanese forces conducted dozens
of raids and stepped up security
searches, said Ninette Kelley, the
Lebanon representative for the
United Nations High Commissioner
for Refugees.

“There’s increasing anxiety in
Lebanon, and I think it pretty much
affects everyone,” she said.

BY ASA FITCH

A woman at Mr. Sayyed’s funeral
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Astrodome Defies the Wrecking Ball
Fifteen years after shutting its

doors to professional sports, Hous-
ton’s cavernous Astrodome is prov-
ing surprisingly resilient in a city
where the desire for development
typically outweighs nostalgia and
preservation.

Late last month, the top elected
official in Harris County—which
owns the facility opened in 1965—
put forward the outlines of a plan to
turn the stadium into what he
termed the world’s largest indoor
park. The county would likely build
out the former playing fields of the
Astros and Oilers with green space
and walking trails and seek tenants
to develop commercial space in the
surrounding stands, said Ed Em-
mett, the chief executive of Harris
County.

It is unclear how realistic the na-
scent plan is, given that it lacks a
price tag or details about financing
or tenants. Also, some are pressing
for the stadium’s demolition, includ-
ing operators of a successful rodeo
that uses a neighboring facility, who
have put forward a plan to replace
the Astrodome with green space and
a museum.

Whatever the result, the plan
marks the latest pitch in the years-
long effort by Houston elected offi-
cials and residents to find a new use
for the world’s first domed profes-
sional baseball stadium, once
dubbed the “Eighth Wonder of the
World.” It illustrates the challenges
posed by obsolete professional
sports facilities to local govern-
ments.

Houston leaders have been pon-
dering what to do with the nine-
acre Astrodome since the Astros
moved out in 1999 to a new ballpark
in downtown Houston. Last fall,
Harris County voters narrowly de-
feated a $217 million bond measure

that would have converted the sta-
dium into a multipurpose venue
used for conventions and other
events.

“I’ve been thinking hard about
what do you do with the dome since
that ballot initiative failed,” Mr. Em-
mett said. “There are a lot of people
who look at Houston and say, ‘You
know what, we have a habit of tear-
ing down things and this is some-
thing that’s worth keeping.’ ”

Local officials throughout the
country have been facing similar
challenges as they have helped
teams build modern stadiums to re-
place facilities sometimes just three
decades old. The old facilities often
sit on large swaths of land that

could be developed but are difficult
to repurpose on their own.

Some of those venues, such as
the Izod Center that once housed
the New Jersey Nets basketball
team, have continued to hold con-
certs and other events.

Others sit vacant. The Silver-
dome, the onetime home of the De-
troit Lions football team in Pontiac,
Mich., has been searching for ten-
ants since the Lions left in 2001. It
was purchased by investors for
$583,000 in 2009.

Typically, the stadiums go the
way of the wrecking ball, often mak-
ing way for towers and apartments
or a public facility designed to spur
economic development. Minneapo-

lis, for example, just demolished its
Metrodome, built in 1982, as part of
a plan to build a new Vikings foot-
ball stadium on the same site.

The new stadium is under con-
struction and scheduled to open in
2016. Meanwhile, developers have
begun to develop other commercial
property on neighboring land, in-
cluding a set of office towers built
for Wells Fargo & Co.

R.T. Rybak, who was Minneapolis
mayor until January, said he pushed
the plan for the new stadium on the
Metrodome site partly to boost eco-
nomic development. He also didn’t
want the old stadium around with-
out any major tenants.

“I was deeply concerned the city

would be left with a white elephant
we’d have to justify keeping open
for many years,” Mr. Rybak said.

There wasn’t a strong preserva-
tion movement to save the Metro-
dome, he added. “You can dream up
at a community meeting a whole
bunch of things to do…but that
doesn’t mean you can make it finan-
cially supportable.”

Of course, the scene is different
in Houston. Many refer to the Astro-
dome in messianic terms, saying
that it put the city on the map, and
believe that any effort to tear it
down is a blow to the spirit of Hous-
ton.

Such sentiment runs counter to
the traditional narrative in the city,
where development is typically
praised as a mark of progress. Pres-
ervationists have been small in
numbers, and prior efforts to save
landmarks like the Shamrock Hotel,
built in 1949, have often failed.

“Houston has always been recog-
nized as a bold, visionary kind of
city where the sky is the limit and
we’re developer friendly,” said
Stephanie Ann Jones, executive di-
rector of advocacy group Preserva-
tion Houston. “That can sometimes
work against preservation.”

But the Astrodome, Ms. Jones
said, has attracted support from an
array of newcomers and old resi-
dents alike, given its links to the
city’s boom era.

Mr. Emmett, the county execu-
tive, said it would be a shame to let
such a large public asset go to
waste. Given the city’s often oppres-
sive heat, having such a large indoor
facility to hold something like a
park would be a boon for the com-
munity, he said. “The seats are
taken out and all that, but we’re still
left with a building that is abso-
lutely structurally sound,” Mr. Em-
mett said. “We need to think about
the best thing to do with it.”

BY ELIOT BROWN

The Astrodome opened in 1965. Houston has pondered what to do with it since baseball’s Astros moved out in 1999.
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Merlin Properties bought Marineda City shopping center in La Coruña, Spain.
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THE PROPERTY REPORT

Europe’s REITs Are on a Tear, Boosting Property Market
said John Lutzius, who heads the
London office of Green Street Advi-
sors, a real-estate research firm.

But there are a few differences
between the U.S. in the early 1990s
and Europe today. In the U.S., most
of the IPOs were done by existing
real-estate companies whose portfo-
lios were overleveraged, and they
used the new equity to shore up
their balance sheets.

In Europe, most of the companies
that have gone public in the past year
didn’t own large portfolios of prop-
erty. Instead, investors are using the
IPOs to raise money to buy property
at attractive prices following real-es-
tate slumps in several countries, such
as Spain, Italy and Ireland.

The largest IPO this year was by
Merlin Properties SOCIMI SA, of
Spain, a company formed by two
former executives of Deutsche Bank
AG’s real-estate unit in Spain and
the former head of European real
estate for Brookfield Asset Man-
agement.

Merlin raised €1.25 billion and
expects to have invested 92% of it
by the end of this year, company ex-
ecutives said. Its purchases include
Marineda City shopping center in La
Coruña, the largest retail complex in
the country, for €260 million.

“Given our scale, we can do larger
transactions than other SOCIMI,”
said David Brush, Merlin’s chief in-
vestment officer, referring to the
Spanish term for the REIT structure.

Continued from page 15 REIT IPOs first started showing
up in Ireland in 2013, after the Irish
government introduced new REIT
legislation. The new players include
Green REIT PLC, which mostly owns
Dublin office buildings, and Hibernia
REIT PLC, which has acquired loan

portfolios as well as office properties.
Spain has seen the most IPOs in

Europe in the recent REIT boom,
with four listings this year and more
to come. Quabit Inmobiliaria SA is
seeking to raise about €500 million
this year, which it plans to use to

buy residential and commercial
property, according to people famil-
iar with the company.

Meanwhile, Italian Prime Minis-
ter Matteo Renzi in August signed a
package of measures softening the
country’s existing REIT regulation.

“There is currently interest in
Italian real estate, but there are not
enough listed vehicles to satisfy the
demand,” said Henri Quadrelli, an
analyst with Société Générale SA.

Performance of the new Euro-
pean REITs has been mixed. Green
REIT and Hibernia REIT have risen
33% and 14%, respectively, from
their IPO prices, thanks to rising
values in Ireland. In Spain, shares of
Lar España Real Estate SOCIMI SA
have dropped 6.2% since the com-
pany’s IPO in March.

Analysts said some REITs have
fared relatively poorly partly be-
cause their management teams are
untested, and, with property prices
already on the rise, they haven’t in-
vested all the proceeds they have
raised. While the first in the new
crop of IPOs were mostly well re-
ceived, “I believe that investors will
be more discriminating on the next
round of such deals,” Mr. Lutzius
said.

Hibernia CEO Kevin Nowlan said
the company’s performance has
been positive thanks to a manage-
ment team with good knowledge of
the domestic market. “We make de-
cisions very quickly and act very
quickly,” he said.

In a statement following an earn-
ing release this week, Green REIT
Chairman Gary Kennedy said the
company is gaining momentum, as he
pointed to improvements in Ireland’s
economy and real-estate market.

Lar España Chairman José Luis
del Valle said a slow stock market
was the main reason for the com-
pany’s poor start.

International investors are look-
ing at the new REITs as a way of
participating in the European recov-
ery. George Soros’s Quantum Strate-
gic Partners Ltd. and Paulson & Co.
have purchased large stakes in
Green REIT and Hibernia REIT in
Ireland and Hispania Activos Inmo-
biliarios SA and Lar España in
Spain.

In addition, European REITs are
benefiting from increasing interest
among institutional investors in
global REIT funds. These funds have
seen large inflows over the past five
years, from $18.9 billion in net as-
sets in mid-2009 to $47.3 billion
through the first half of 2014, ac-
cording to Morningstar. This is due
partly because investors believe
property values in the U.S. are un-
likely to rise much further in the
short term.

“As much as we like the U.S.
economy right now, you can’t buy
U.S. real-estate companies for 20%,
30% discount to their book value,”
said Marc Halle, global head of real-
estate securities for Prudential Real
Estate Investors.
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China Joins U.N. Forces
In South SudanMission

KAMPALA, Uganda—China began
deploying 700 soldiers to a United
Nations peacekeeping force in South
Sudan to help guard the country’s
embattled oil fields and protect Chi-
nese workers and installations, a
spokesman for the African nation’s
president said Tuesday.

The airlift of the Chinese infantry
battalion to the South Sudanese
states of Unity and Upper Nile, the
site of the only operating oil fields
still under the control of the central
government in Juba, was expected
to take several days, spokesman
Ateny Wek Ateny said.

While Beijing’s troops will oper-
ate under U.N. command, their post-
ing to South Sudan marks a sharp
escalation of China’s efforts to en-
sure the safety of its workers and
assets in Africa and guarantee a
steady flow of energy for domestic
consumption.

The deployment marks the first
time Beijing has contributed a bat-
talion to a U.N. peacekeeping force,
U.N. officials said. In March 2013,
China sent some 300 peacekeepers
to Mali to protect Chinese engineers
building a U.N. camp in the town of
Gao.

China’s state-owned National Pe-
troleum Corp. holds a 40% stake in a
joint venture that operates in South
Sudan’s vast oil fields. The company

also has a 1,600-kilometer export
pipeline that carries crude through
neighboring Sudan to Port Sudan on
the Red Sea.

Before the latest fighting in
South Sudan flared, the country ac-
counted for 5% of China’s crude im-
ports, according to U.S. Energy In-
formation Administration. Output
has since plummeted by a third—to
160,000 barrels a day—following the
outbreak of fighting late last year.

More than 10,000 people have
been killed and some 1.5 million up-
rooted from their homes in South
Sudan since fighting erupted in De-
cember between President Salva Kiir
and forces loyal to his former vice
president, Riek Machar.

The U.N. Mission in the Republic
of South Sudan is authorized by the
Security Council for up to 12,500
troops and 1,323 police personnel.
As of July 31, it had a total of 11,389
soldiers, police and military liaison
officers. Under its mandate, U.N.
peacekeepers are allowed to use “all
necessary means” to protect imper-
iled civilians at oil installations. If
attacked, Mr. Ateny said, the Chinese
soldiers are “combat-ready and can
fight back.”

Rebels fighting to depose Mr.
Kiir’s government have warned Bei-
jing against taking sides.

“The Chinese should work under
the mandate and command” of the
U.N., said rebel spokesman James

Gatdet Dak. “As long as they stick to
that, we shall not have a problem
with them.”

The greater Sudan region has
been a caldron of unrest for the past
several years, with the kidnappings
of Chinese workers by rebels in Su-
dan and civil war in South Sudan,
which gained its independence from
its northern neighbor in 2011.

Sudanese rebels in the South
Kordofan region kidnapped dozens
of Chinese road workers in 2012 and
demanded that Beijing use its influ-
ence to compel the Khartoum gov-
ernment to halt an offensive against
the rebels.

National Petroleum evacuated 97
of its staff from South Sudan’s oil
fields in December, shortly after Mr.
Kiir accused Mr. Machar of launch-
ing a coup and fighting broke out.
Since then, the forces of the two
men have waged an 8-month battle,
often over strategic oil fields.

China has sought diplomatically
to ease tensions in the region. Bei-
jing’s envoys were key to resolving
last year’s oil export dispute be-
tween Sudan and South Sudan,
which brought the two former civil-
war foes to the brink of war.

Chinese officials have been work-
ing closely with western envoys to
help end fighting between Mr. Kiir
and his former vice president, even
as both sides accuse the other of
breaking cease-fire deals.

BY NICHOLAS BARIYO

Alternative Japan
Price Index Falls

TOKYO—After more than a de-
cade of deflation, prices in Japan
appear to have stopped falling—that
is, if you look at government data.
But an alternative price index seen
as a harbinger of official numbers
has recently dipped, in an ominous
sign for the Bank of Japan as it aims
to achieve 2% inflation next year.

The UTokyo Daily Price Index,
developed by two University of To-
kyo academics, has been on a grad-
ual decline since early May and has
accelerated its drop recently, exclud-
ing the effect of an April 1 rise in
the national sales tax. That stands
in contrast to the government’s
monthly consumer-price index,
which has logged year-over-year
rises for 14 straight months and
stood at 1.3% in July, also excluding
the sales-tax rise.

The deviation has fueled con-
cerns that an economic slowdown
triggered by the tax increase may be
undercutting government forecasts.

“It’s fallen quite drastically, it’s
scary,” Etsuro Honda, Prime Minis-
ter Shinzo Abe’s special adviser,
said in an interview this week.

Getting prices to rise steadily is
a central part of the prime minis-
ter’s economic policy. Mr. Abe and
his handpicked BOJ chief, Haruhiko
Kuroda, hope for a positive cycle in
which higher prices lead to higher
wages, spurring consumption, in-
vestment and growth.

Mr. Kuroda has repeatedly
pointed to the positive CPI as a sign
that his policies are working.

The UTokyo Daily Price Index is
compiled from supermarket sales
data of everyday goods. It covers
only 20% of the items that make up
the CPI.

Although less comprehensive,
the private index has its advantages.
The UTokyo index tracks daily
prices, including changes caused by
limited-time discounts. The CPI
doesn’t factor in such temporary
changes.

Tsutomu Watanabe, a University
of Tokyo professor who jointly cre-
ated the index, said temporary dis-
counts may signal the beginning of
falling prices, because retailers of-
ten end up having to lower prices
for good. That is eventually re-
flected in the CPI but with a lag.

“It’s an early indicator of eco-
nomic conditions,” Mr. Watanabe
said. “A limited-time-only sale
means that a store will lower the
price of something priced at ¥100 to
say ¥80, and then when the sale is
over, bring it back up to ¥100. But
often they don’t as otherwise cus-
tomers won’t return.”

Past data show a high correla-
tion between the UTokyo index and
the CPI, he said, adding that in
phases of falling prices, the UTokyo
index has preceded the government
data by about three months.

The government inflation figures
look at selected items that are
deemed representative, but they
may fall slightly out of date. By
tracking actual prices paid at super-
markets, the UTokyo index may be
more sensitive to quickly changing
consumer habits, Mr. Watanabe
said.

He said the fall in the UTokyo in-
dex showed consumers were still
shunning spending after the govern-
ment raised the sales tax to 8% from
5%.

Despite sluggish consumption
and weak output data, the BOJ has
maintained its view that consumer
prices will keep rising, leading to a
2% inflation rate sometime next
year.

At a news conference last week,
Mr. Kuroda said he was aware of the
UTokyo index’s characteristic as a
leading indicator and would follow
it as one piece of data. But he
stressed that it covered only a small
part of the CPI. “It doesn’t neces-
sary move in parallel with the CPI,”
he said.

A few BOJ policy board members
expressed concern at their August
meeting, according to minutes re-
leased Tuesday. Some members said
that the recent weak recovery in
prices for services “warranted at-
tention.” One person added that for
companies to continuously raise
their prices, “expectations for eco-
nomic growth and increases in fu-
ture income needed to rise,” the
minutes showed.

Mr. Watanabe said he agreed
with Mr. Kuroda that the UTokyo in-
dex shouldn’t be the sole arbiter of
policy. But he added, “As the one
compiling the index, I am confident
that the CPI will fall in the near fu-
ture.”

BY GEORGE NISHIYAMA

Pedestrians wait to cross a street at Shibuya shopping district in Tokyo, Friday.
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Stiffer Surcharge in Store for U.S. Banks
WASHINGTON—The Federal Re-

serve plans to hit the biggest U.S.
banks with a costly new requirement
aimed at reducing the risk that some
financial firms remain “too big to
fail” nearly six years after the finan-
cial crisis erupted.

In testimony prepared for a Sen-
ate Banking Committee hearing
Tuesday, Fed Governor Daniel Tar-
ullo said the regulator intends to im-
pose a capital surcharge that will re-
quire the biggest U.S. banks to
maintain fatter cushions to protect
against potential losses. The Fed’s
version of the capital surcharge will
be tougher than one agreed to by in-
ternational regulators.

The Fed also will penalize U.S.
banks that rely heavily on volatile
forms of short-term funding, such as
overnight loans, in determining the
size of a new capital surcharge.

The move would mean at least
some big U.S. banks would be forced
to increase their capital cushions be-
yond their global rivals, deepening a
debate about whether Washington is
better-protecting its banks or putting
them at a competitive disadvantage.
How much additional capital the big
banks will need to add has yet to be
determined.

Since the financial crisis, banks
have added substantial capital—and
are subject to a number of new rules.
A July analysis of six U.S. banks by
policy Federal Financial Analytics

calculated that those firms increased
their capital by $29.07 billion be-
tween 2007 and 2013.

Fed officials haven’t yet settled on
an exact range for their capital sur-
charge but are considering a range
that stretches as much as a couple of
percentage points higher than the
top range of 2.5% of risk-weighted
assets agreed to by international reg-
ulators, a senior Fed official said.
That could mean some U.S. banks
might face a surcharge as high as
4.5%, the official said.

Mr. Tarullo said surcharge levels
for a small group of “systemically
important financial institutions,” or
SIFIs, would increase “noticeably”
for some U.S. banks. Surcharge lev-
els wouldn’t necessarily increase for
every bank. “By further increasing
the amount of the most loss-absorb-
ing form of capital that is required
to be held by firms that potentially
pose the greatest risk to financial
stability, we intend to improve the
resiliency of these firms,” he said.

At issue is a requirement for the
world’s largest banks to hold an ex-
tra layer of financial padding in case
of another crisis. The move was
agreed to in 2011 by international
regulators in Basel, Switzerland.
This so-called capital surcharge
would require giant, complex banks
to increase their high-quality capital
by between one and 2.5 percentage
points, calibrated to the relative
riskiness of the bank as measured by
a series of factors. A total of 29
global banks, including the eight U.S.
firms, are required to pay the sur-
charge.

While the impact of the Fed’s
stricter proposal on specific banks
isn’t clear, firms with large broker-
dealer operations such as Goldman
Sachs Group Inc. andMorgan Stan-
ley have the potential to face higher
capital charges under the Fed’s plan
since they often rely on large short-
term loans to help finance activities
on behalf of clients.

Goldman and Morgan Stanley
both count such short-term liabilities
as more than one-third of their total
liabilities, the highest levels among
the eight U.S. banks likely to be af-
fected by the rule, according to data
from SNL Financial. Both firms have
said in regulatory filings that they
are maintaining enough capital to
meet the Basel surcharge level. They
declined to comment Monday.

The U.S. plan to impose a higher
surcharge marks the latest move by
Washington to bolster the banking
system by requiring large Wall
Street firms to better protect them-
selves against losses. Last week, the
Fed and other regulators adopted
another set of rules that require
banks to hold very safe assets they
can sell for cash in a pinch. That
rule, too, was stricter for U.S. banks
than the requirement agreed to in-
ternationally.

It isn’t clear how many firms
would need to raise capital to meet
the tougher U.S. surcharge. Bank of
America Corp., Citigroup Inc., Bank
of New York Mellon Corp., J.P.

Morgan Chase and Wells Fargo &
Co. declined to comment. State
Street didn’t respond to a request
for comment.

Banks around the world fought
the original surcharge proposal, ar-
guing it was unnecessary and could
restrict their ability to lend. U.S.
banks now are likely to argue the Fed
is putting them at a competitive dis-
advantage. Fed officials always
thought the surcharge range should
be higher than the level Basel negoti-
ators ultimately settled on, a point
Mr. Tarullo and other Fed officials
have voiced for years.

Janet Yellen, now the Fed’s chair-
woman, signaled last year that she
was eyeing a tougher surcharge. Ms.
Yellen said in a June 2013 speech
that “it may be appropriate to go be-
yond” the Basel surcharge levels.

One new wrinkle in the Fed’s plan
is to tie the size of the surcharge to a
bank’s reliance on short-term financ-
ing, essentially penalizing banks that
readily turn to the wholesale funding
markets. The Fed has been eager to
reduce reliance on short-term financ-

ing, such as overnight loans, which
were a source of instability during
the 2008 financial crisis when such
financing dried up. Heavy depen-
dence on short-term funding helped
sink Lehman Brothers Holdings Inc.

Fed officials thought the original
Basel methodology didn’t give
enough weight to a firm’s reliance on
such short-term loans in determining
how much extra capital a specific
firm must maintain. The new ap-
proach could either force banks to
further boost their capital cushions if
they rely heavily on short-term loans
or make less frequent use of short-
term financing.

As part of that effort, Mr. Tarullo
said Fed officials are working on a
separate rule that would require all
financial firms—not just banks—to
hold a minimum amount of securi-
ties or other collateral in short-term
financing transactions, such as re-
purchase agreements.

The Fed is planning to use its au-
thority under the 1934 Securities Ex-
change Act to adopt the margin rule
but is first trying to negotiate an
agreement ensuring other countries
will take similar steps, the senior
Fed official said. The Fed’s authority
extends to many transactions, except
those where U.S. Treasurys are used
as collateral, the official said.

An agreement with international
regulators is crucial, since firms
could simply move trading activity
to another country to avoid the U.S.
margin rule if a deal isn’t reached.

The capital surcharge for banks
could change each year, depending
on a calculation that takes into ac-
count its size, exposures, interna-
tional activity, and other data.

Excluding the changes in the
works at the Fed, the Basel capital
accords could require banks to have
a capital ratio of as much as 12.5% of
risk-weighted assets by 2019.

—Emily Glazer, Justin Baer
and Daniel Huang

contributed to this article.

BY VICTORIA MCGRANE
AND RYAN TRACY

MARKETS

Going Short
Short-term, wholesale funding as a percentage of total liabilities at the
largest U.S. bank-holding companies.

The Wall Street JournalSource: SNL Financial

*Includes Fed funds purchased, repurchase agreements, commercial paper, trading liabilities and
borrowings with a maturity of less than one year, based on second-quarter regulatory filings
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nALEXANDRA INVESTMENTMANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 08/31 USD 2155.22 NS NS NS

nBANC INTERNACIONALD'ANDORRA.BANCAMORA.
Avgd.Meritxell 96, Andorra laVella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 11/16 GBP 8.47 2.8 3.6 14.9
Andfs. Borsa Global GL EQ AND 09/05 EUR 6.43 -3.5 0.4 5.2
Andfs. Emergents GL EQ AND 11/02 USD 14.77 -20.4 -19.2 -4.7
Andfs. Espanya EU EQ AND 09/05 EUR 15.51 9.8 35.1 27.0
Andfs. Estats Units US EQ AND 09/05 USD 23.01 10.0 22.3 20.9
Andfs. Europa EU EQ AND 09/05 EUR 7.46 -0.9 10.7 9.8
Andfs. Franca EU EQ AND 02/24 EUR 10.98 0.2 17.7 13.7
Andfs. Japo JP EQ AND 09/05 JPY 699.68 0.3 11.1 31.2
Andfs. Plus Dollars US BA AND 10/22 USD 9.66 2.3 3.0 6.2
Andfs. RF Dolars US BD AND 09/05 USD 12.45 2.5 4.5 1.4
Andfs. RF Euros EU BD AND 09/05 EUR 11.91 2.2 4.0 2.7
Andorfons EU BD AND 09/05 EUR 16.04 2.4 4.5 3.6
Andorfons Alternative Premium GL EQ AND 12/31 EUR 109.45 16.9 16.9 8.3
AndorfonsMix 30 EU BA AND 09/05 EUR 10.34 0.2 3.8 3.3
AndorfonsMix 60 EU BA AND 12/19 EUR 8.96 4.4 7.1 -2.5

nCGPortfolio FundLtd
NAV OT OT CYM 06/07 GBP 25839.68 5.3 10.9 9.8

nCHARTEREDASSETMANAGEMENTPTELTD -TELNO: 65-6835-8866
FaxNo: 65-68358865,Website:www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited OT OT MUS 09/05 USD 359092.64 8.1 6.4 -1.5

nCitadele
Republikas square 2a, Riga, LV-1522, Latvia
Citadele Eastern Europ Bal EU BD LVA 09/08 EUR 16.51 -0.4 2.3 2.6
Citadele Eastern Europ Bd EU BD LVA 09/08 USD 20.43 0.2 2.8 3.3
Citadele Russian Eq EE EQ LVA 09/08 USD 18.65 -17.0 -12.9 -6.6

nDJE INVESTMENTS.A.
internet:www.dje.lu email: info@dje.lu phone:+0035226925220 fax:+0035226925252
DJE Real Estate P OT OT LUX 09/09 EUR 3.37 -7.4 -10.9 -8.8
DJE-Absolut P OT OT LUX 09/09 EUR 254.40 1.0 6.3 9.1
DJE-Alpha Glbl P OT OT LUX 09/09 EUR 188.93 -2.8 5.2 8.0
DJE-Div& Substanz P OT OT LUX 09/09 EUR 300.78 6.3 11.7 10.8
DJE-Gold&Resourc P OT EQ LUX 09/09 EUR 133.10 9.7 -1.5 -13.6
DJE-Renten Glbl P EU BD LUX 09/09 EUR 158.18 6.3 7.9 5.0
LuxPro-Dragon I AS EQ LUX 07/20 EUR 144.57 -8.5 5.0 7.6
LuxPro-Dragon P AS EQ LUX 07/20 EUR 140.29 -8.8 4.4 7.0
LuxTopic-Aktien Europa EU EQ LUX 09/09 EUR 20.97 2.9 4.7 6.6
LuxTopic-Pacific OT OT LUX 09/09 EUR 21.65 8.6 8.7 6.7

nMERIDENGROUP
Tel: + 376 741 175 Fax: + 376 741 183Email:meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 08/22 USD 201.49 -4.0 -19.5 -12.3
AntantaMidCap Fund EE EQ AND 08/22 USD 348.66 -3.4 -10.8 -10.4
Meriden Opps Fund GL OT AND 02/05 EUR 22.68 0.0 -11.2 -11.0
Meriden Protective Div GL EQ AND 11/24 EUR NS.00 -2.8 NS NS

nHSBCTrinkaus InvestmentManagersSA
E-Mail: funds@hsbctrinkaus.lu
Telephone: 352 - 47 18471
HSBC Trinkaus Golden Opportunities OT OT LUX 09/08 USD 74.83 6.9 -17.6 -26.5
Prosperity Return Fund A JP BD LUX 12/06 JPY 8577.68 -9.3 -8.4 0.3
Prosperity Return Fund B EU BA LUX 12/06 JPY 9032.12 4.6 11.0 13.2
Prosperity Return Fund C EU BA LUX 12/06 USD 79.01 -12.2 -11.1 -1.0
Prosperity Return Fund D EU BA LUX 12/06 EUR 121.37 -9.0 -8.8 8.1
Renaissance Hgh Grade Bd A EU BA LUX 12/06 JPY 10807.34 3.5 5.1 11.3
Renaissance Hgh Grade Bd B EU BA LUX 12/06 JPY 11130.39 17.9 25.6 23.9
Renaissance Hgh Grade Bd C EU BA LUX 12/06 USD 96.94 -0.9 0.7 8.4
Renaissance Hgh Grade Bd D EU BA LUX 12/06 EUR 102.83 -4.6 -4.1 6.9

nMPASSETMANAGEMENT INC.
Tel: + 386 1 58747 77
MP-BALKAN.SI EE EQ SVN 08/12 EUR 19.29 -1.9 -8.4 -10.9
MP-TURKEY.SI OT OT SVN 09/08 EUR 45.13 24.6 18.2 0.7

UK Fund USDA OT OT CYM 04/13 USD 157.94 1.8 NS NS

nPTCIPTADANAASSETMANAGEMENT
Tel: +6221 25574883 Fax: +6221 25574893 Website:www.ciptadana-asset.com
Indonesian Grth Fund GL EQ BMU 09/03 USD 179.87 31.9 25.1 0.5

nTHENATIONAL INVESTOR
POBox47435, AbuDhabi, UAEWeb:www.tni.ae
MENASpecial Sits Fund OT OT BMU 08/31 USD 1200.51 7.6 9.9 7.6
MENAUCITS Fund OT OT IRL 09/08 USD 1612.41 24.3 40.0 25.4
UAE Blue Chip Fund OT OT ARE 09/08 AED 12.57 34.8 71.3 59.3

nHERMITAGECAPITALMANAGEMENTLTD.
Tel: +7501 258 3160 www.hermitagefund.com
TheHermitage Fund GL EQ JEY 03/12 USD 963.12 4.5 105.6 -23.2

nHORSEMANCAPITALMANAGEMENTLTD.
T: +44(0)2078387580, F: +44(0) 2078387590,www.horsemancapital.com
Horseman EurSelLtd EUR EU EQ GBR 07/31 EUR 306.00 NS NS NS
Horseman EurSelLtd USD EU EQ GBR 07/31 USD 332.93 NS NS NS
Horseman Glbl Ltd EUR GL EQ CYM 07/31 USD 549.44 NS NS NS
Horseman Glbl Ltd USD GL EQ CYM 07/31 USD 549.44 NS NS NS

nHSBCALTERNATIVE INVESTMENTSLIMITED
T+442078603074 F +442078603174www.hail.hsbc.com
HSBCALTERNATIVESTRATEGYFUND
Special Opp EUR OT OT GGY 08/15 EUR 129.11 5.6 11.8 14.8
Special Opp Inst EUR OT OT GGY 03/31 EUR 88.51 0.7 -0.3 13.3
Special Opp Inst USD OT OT GGY 03/28 USD 123.18 4.2 18.5 10.6
Special Opp USD OT OT GGY 08/15 USD 136.39 5.6 11.9 14.9

nHSBCPortfolio SelectionFund
GH Fund CHFHdg OT OT GGY 08/15 CHF 127.32 1.6 5.7 7.2
GH Fund EURHdg (Non-V) OT OT GGY 08/15 EUR 141.97 1.8 5.7 7.1
GH Fund GBPHdg OT OT GGY 08/15 GBP 157.15 2.0 6.1 7.7
GH Fund Inst USD OT OT GGY 08/15 USD 135.86 2.3 6.7 8.0
GH FUNDS EUR OT OT CYM 08/15 EUR 159.06 2.6 7.1 8.3
GH FUNDSGBP OT OT CYM 08/15 GBP 166.71 2.7 7.2 8.6
GH Fund S USD OT OT CYM 08/15 USD 186.99 2.6 7.2 8.5
GH Fund USD OT OT GGY 08/15 USD 322.37 1.8 5.9 7.3
Hedge Investments OT OT GGY 08/16 USD 158.48 NS NS 3.6
Leverage GHUSD OT OT GGY 08/15 USD 150.82 2.4 9.9 12.8
MultiAdv Arb CHFHdg OT OT JEY 08/15 CHF 101.93 2.0 3.9 3.4
MultiAdv Arb EURHdg OT OT JEY 08/15 EUR 113.88 2.2 4.4 3.7
MultiAdv Arb GBPHdg OT OT JEY 08/15 GBP 124.26 2.4 4.6 4.1
MultiAdv Arb S EUR OT OT JEY 08/15 EUR 129.22 2.9 5.5 4.9
MultiAdv Arb S GBP OT OT JEY 08/15 GBP 136.62 2.9 5.6 5.3
MultiAdv Arb S USD OT OT JEY 08/15 USD 147.64 2.8 5.3 5.0
MultiAdv Arb USD OT OT JEY 08/15 USD 215.40 2.3 4.5 3.9

nHSBCUni-folio
Asian AdbantEdge EUR OT EQ JEY 06/30 EUR 91.36 -6.2 -4.5 2.5
Asian AdvantEdge OT EQ JEY 06/30 USD 171.19 -6.2 -4.4 2.8
Emerg AdvantEdge OT EQ JEY 09/28 USD 151.22 3.4 -2.4 -5.5
Emerg AdvantEdge EUR OT EQ JEY 09/28 EUR 82.99 2.8 -3.0 -5.9
Europ AdvantEdge EUR OT EQ JEY 06/30 EUR 127.84 -3.4 -1.3 2.2
Europ AdvantEdge USD OT EQ JEY 06/30 USD 135.07 2.0 4.3 5.1
Real AdvantEdge EUR OT OT JEY 04/30 EUR 104.69 1.3 -9.5 -1.9
Real AdvantEdge USD OT OT JEY 04/30 USD 105.31 1.5 -8.8 -1.7
Trading AdvantEdge OT OT GGY 08/15 USD 135.48 4.0 4.7 -5.2
Trading AdvantEdge EUR OT OT GGY 08/15 EUR 122.46 4.5 4.7 -5.3
Trading AdvantEdge GBP OT OT GGY 08/15 GBP 130.66 4.0 4.7 -5.3

nOTHERFUNDS
For information about these funds, please contact us onTel: +44 (0) 2078429694/9633
Medinvest Plc Dublin OT EQ IRL 09/30 USD NS.00 NS 1.3 -4.4

nWINTONCAPITALMANAGEMENTLTD
Tel: +44 (0)2076105350Fax: +44 (0)2076105301
Winton Evolution EUR Cls H GL OT CYM 08/29 EUR 1203.02 2.2 15.8 5.2
Winton Evolution GBP Cls G GL OT CYM 08/29 GBP 1219.36 2.4 16.0 5.7
Winton Evolution USD Cls F GL OT CYM 08/29 USD 1532.79 2.3 16.0 5.5
Winton Futures EUR Cls C GL OT VGB 08/29 EUR 258.08 2.5 12.2 4.4
Winton Futures GBP Cls D GL OT VGB 08/29 GBP 281.35 2.7 12.4 4.7
Winton Futures JPY Cls E GL OT VGB 08/29 JPY 18045.81 2.5 12.3 4.7
Winton Futures USD Cls B GL OT VGB 08/29 USD 920.85 2.6 12.3 4.7

nPOLARCAPITALPARTNERSLIMITED
International FundManagers (Ireland) LimitedPH - 353 1 670660Fax - 353 1 670 1185
Global Technology OT EQ IRL 09/08 USD 24.34 6.6 21.3 17.8
Japan Fund USD JP EQ IRL 09/09 USD 21.40 -5.2 -0.9 13.8
Polar Healthcare Class I USD OT EQ IRL 09/08 USD 33.92 19.6 41.3 38.8
Polar Healthcare Class R USD OT EQ IRL 09/08 USD 33.12 19.0 40.3 38.2

nHemisphereManagement (Ireland) Limited
Discovery USDA GL OT CYM 12/31 USD 101.35 NS NS NS
Elbrus USDA OT OT CYM 07/31 USD 9.90 NS NS NS
Europn Conviction USDB EU EQ CYM 08/31 USD 162.35 0.8 3.4 3.6
Europn Forager USDB EU EQ CYM 08/31 USD 331.23 4.9 11.4 9.6
Latin America USDA GL EQ CYM 06/30 USD NS.00 NS NS NS
Paragon Limited USDA EU EQ CYM 12/31 USD NS.00 12.7 12.7 14.2

Some U.S. banks might
face a surcharge as high
as 4.5% of risk-weighted
assets, far higher than
called for under Basel.
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Migrant Deaths Decline
Fewer suspected illegal immi-

grants are being found dead north
of the U.S.-Mexico border, even as
the number of people attempting to
sneak into the country has risen
amid a surge of Central American
migrants, federal statistics show.

The U.S. Border Patrol recorded
284 immigrant deaths near the
southwest border from October
through August, down from 420
over the same period the prior fiscal
year, according to the latest figures.

Border Patrol officials attribute
the decline to increased patrolling
and more effective surveillance
technology, which they say is help-
ing agents catch more migrants be-
fore they get lost and perish in the
desert and ranchlands.

“There’s a marked improve-
ment,” said Doyle Amidon, who
heads the Border Patrol’s station in
Falfurrias, Texas.

The surrounding region has be-
come one of the deadliest areas
along the border as immigrants
cross desolate ranches in an attempt
to sidestep a checkpoint.

The number of bodies found in

the patrol’s Rio Grande Valley sec-
tor, which includes Falfurrias, fell to
105 between October 2013 and Au-
gust, compared with 149 in the year-
earlier period. Many migrants who
die succumb to the heat, while oth-
ers drown or are killed in car acci-
dents. For most of them, the cause
of death isn’t known.

While the number of deaths
shows a marked decline, some im-
migrant advocates question whether
the figures tell the complete story of
the current immigration surge. They
note that it can take months or
years to discover the bodies of mi-
grants reported missing.

“The situation in Texas is still
alarming,” said Rafael Larraenza
Hernandez, director of Desert An-
gels, a nonprofit group that can-
vasses the border for stranded im-
migrants. “Every day we hear of five
to six people lost in that area.”

Overwhelmed by the tens of
thousands unaccompanied children
and families from Central America
who streamed into the country in
the past months, the U.S. Depart-
ment of Homeland Security bulked
up its presence.

From October to August, the

Border Patrol apprehended more
than 450,000 immigrants along the
border, compared with some
380,000 in the same period the pre-
vious year. More than half were
caught in the Rio Grande Valley sec-
tor, where thousands of women and
children turned themselves in to
agents after crossing the river, some
under the impression that they
would be allowed to stay.

The Border Patrol temporarily
added 300 agents for a total of
about 3,400 in the sector, according
to a spokesman. It also deployed
several high-tech blimps to monitor
the border from above, day or night.

The Border Patrol also is adding
resources to aid those who are lost,
including more beacons from which
stranded immigrants can send a dis-
tress signal by pressing a button.

The approach has made a differ-
ence, Mr. Amidon said. His agents
apprehended some 35,000 people
from October 2013 to early Septem-
ber, compared with a little more
than 28,000 during the year-earlier
period.

Meanwhile, the number of re-
ported deaths in his sector fell dur-
ing the period to 60 from 85.

BY ANA CAMPOY
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Fatalities Fall
U.S. authorities have
been finding fewer
bodies of migrants
along the Mexican
border this fiscal year,
as apprehensions of
those trying to enter
the country illegally
have risen.
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House GOP Nears
Ex-Im Bank Plan

WASHINGTON—House Republi-
cans said Tuesday that they were
coalescing around a short-term re-
authorization of the Export-Import
Bank but had yet to determine how
long to extend the federal agency.

In a sign that many conserva-
tives opposed to the bank were
likely to back House leaders’ strat-
egy, the bank’s fiercest GOP critic,
Financial Services Committee Chair-
man Jeb Hensarling (R., Texas) was
on board with a short-term exten-
sion, Speaker John Boehner (R.,
Ohio) said. The agency helps U.S.
businesses sell their goods overseas.

“He thinks a temporary exten-
sion of the Export-Import Bank is in
order,” Mr. Boehner said, noting
that it was “yet to be decided”
whether a short-term extension
would be included in a stopgap
spending measure the House is ex-
pected to consider this week to keep
the government funded beyond the
end of the month.

The exact duration of the exten-
sion is still being determined, ac-
cording to GOP lawmakers and
aides.

Many Republicans would like to
see the agency extended into 2015,
with some pushing for the end of
June. That would put it on a differ-
ent timeline from the short-term
spending bill, which is expected to
go through mid-December.

“A short-term extension is prob-
ably appropriate,” said Rep. Dennis
Ross, a Florida Republican who
voted against the bank’s reauthori-
zation in 2012. “Let’s come back and
deal with it after the first of the
year.”

Detaching the agency’s expira-
tion from the must-pass spending
bill could decrease Democrats’ le-
verage on the issue, since they
wouldn’t be able to link it to the
threat of a potential government
shutdown.

House Majority Leader Kevin
McCarthy (R., Calif.) told Republi-
cans in a closed-door meeting that
he had discussed the issue with Mi-
nority Whip Steny Hoyer (D., Md.)
on Monday and that Mr. Hoyer was
pushing for a multiyear extension,
Mr. Ross said. Mr. Hoyer told re-
porters Tuesday that Democrats
planned to hold out for a multiyear
reauthorization, something he pre-
dicted could pass easily if Republi-
can leaders would allow a vote.

“We believe the Ex-Im Bank has
230 votes minimum,” Mr. Hoyer

said.
It wasn’t clear if House GOP

leaders would be able to find
enough votes among Republicans to
pass a short-term reauthorization
on their preferred timeline or if
they would have to strike a deal
with Democrats to get it through
the chamber. One compromise could
be to keep the bank running for the
same duration as the short-term
spending bill.

Many Republicans have objected
to the bank, saying its support for
U.S. exports is a form of “crony cap-
italism” and that it creates unneces-
sary risks for taxpayers. Other GOP
lawmakers say the agency is neces-
sary to keep U.S. companies compet-
itive against foreign firms with sim-
ilar help from their governments.

Keeping the bank reauthorized
for a short period would give con-
servative Republicans more time to
prepare their case against the bank
or push for specific changes to its
operations. It would also avoid a
messy fight over an obscure federal
agency just weeks before the mid-
term elections.

“It is an agency which in princi-
ple I do not support, but it is not
worth having a big fight over to-
day,” said Rep. Bill Flores (R.,
Texas). “The American people don’t
want us to imperil the stability of
the federal government today over
Ex-Im.”

Democrats, who control the Sen-
ate, support reauthorizing the bank.
Senate Majority Leader Harry Reid
(D., Nev.) said Tuesday he was wait-
ing for the House to act first on the
agency.

Republicans said they expected
to vote as soon as Thursday on the
short-term spending bill, which
would keep the government running
at the fiscal-year 2015 level estab-
lished in a two-year budget deal
reached in December.

Last year, a GOP push to gut
funding for the president’s health-
care overhaul helped lead to a par-
tial government shutdown, a fate
Republicans are determined to avoid
before this year’s elections.

BY KRISTINA PETERSON
AND MICHAEL R. CRITTENDEN

Pharmacies Allowed to Accept Unused Medication
Federal authorities will soon al-

low pharmacies and clinics to take
back customers’ unused prescription
drugs such as opioid painkillers in an
effort to get addictive medications
off the street.

The change, to be issued in new
Drug Enforcement Administration
regulations effective next month, will
address a long-standing complaint
from people fighting opioid addic-
tion that government rules make it
difficult to safely dispose of unused
pills.

Under current rules for con-
trolled substances, even a pharmacy
that fills a painkiller prescription

can’t take back unused pills. Instead,
consumers can flush unused drugs or
throw them out in the trash, though
both those options are discouraged
because of environmental worries.
They can also hand in unused pills to
law-enforcement agencies that par-
ticipate in special programs.

While pharmacies haven’t gener-
ally wanted the hassle of being re-
sponsible for old pills, some are ex-
pected to heed the government’s
call, in part to show they are mak-
ing a good-faith effort to keep drugs
out of the wrong hands.

Attorney General Eric Holder an-
nounced the new rule in a video
posted on the Justice Department’s
website, noting that close to four in

10 teens who misused prescription
drugs obtained them from family
medicine cabinets. “These shocking
statistics illustrate that prescrip-
tion-drug addiction and abuse rep-
resent nothing less than a public-
health crisis,” he said in the video.

The new rule, which covers all
prescription drugs, will also allow
people to mail unused pills for col-
lection. It wasn’t immediately clear
how many businesses would offer
the service to its customers. Any
pills collected will be destroyed.

The DEA runs its own take-back
events. A nationwide effort in April
brought in 390 tons of prescription
drugs at more than 6,000 sites, ac-
cording to the Justice Department.

CVS Health Corp. is considering
the new regulations, a spokeswoman
said, noting the company already
participates in take-back programs
involving local police departments
and the DEA. The chain also offers
customers postage-paid envelopes
to mail back unused pills.

A Walgreen Co. spokesman said
the company’s pharmacies offer a
product that renders pills unusable
and safe to toss in the trash, as well
as envelopes to mail them to a dis-
posal facility. “We are studying the
DEA’s new regulatory requirements
and considering the options they
present to us,’’ he said.

In 2011, more than half of the
41,300 unintentional overdose

deaths in the U.S. involved prescrip-
tion drugs, and opioids—a group of
painkillers that include oxycodone
and hydrocodone—were involved in
nearly 17,000 of those, according to
the Justice Department.

Laurey Collins Burris of Shel-
burne, Vt., who lost her 25-year-old
son to an overdose, called the gov-
ernment move “an amazing step
forward in getting these drugs off
the streets.”

Painkiller addiction has led some
addicts to seek cheaper highs from
heroin, and that is what killed Ms.
Burris’s son Zachary in October.
Getting pills out of homes will make
it harder for teenagers and adults to
start down that road, she said.

BY DEVLIN BARRETT

Some Republicans say
the agency is necessary
to help keep U.S.
companies competitive
against foreign firms.
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Global Bond - EUR Biased
Funds that invest in fixed-income securities and take material currency exposures as
part of their investment strategies. These are optimised in Euros. Ranked on % total
return (dividends reinvested) in Euros for one year endingSeptember 09, 2014

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

5 H2O H2OAMLLP EURFRA 26.06 29.85 25.12 NS
Multibonds I

5 ESGlobal ESAF International EURLUX 20.25 27.16 18.20 11.35
Bond

5 BSI-Multinvest BSI S.A. EURLUX 10.92 13.40 7.73 NS
Bonds EURA

NS CSIF Bond Credit Suisse EURCHE 9.24 13.30 10.05 NS
EUR 3-7 Blue Z Funds AG

NS Impact ES Natixis Asset EURFRA 9.58 13.01 NS NS
Oblig Euro I Management

4 ECM-Renten ERSTE-SPARINVEST EURAUT 8.50 11.58 7.15 5.98
International T KAG

4 HSBC Private HSBCManagement EURIRL 8.67 11.07 5.86 4.61
Bank (Euro)World Bond EUR (Guernsey) Limited

5 Amundi Amundi EURFRA 8.43 11.04 6.45 6.42
Multimanagers Oblig P

3 Venus Global Bank Degroof S.A. EURLUX 8.96 11.00 5.78 4.07
Strategy

NS CSABonds Credit Suisse CHFCHE 8.86 10.73 5.60 4.74
EUR Anlagestiftung

NOTE: Changes in currency rateswill 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 1HQUnited 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

MARKETS

Fund Scorecard

Scotland Vote Puts
Damper on Markets

The countdown to Scotland’s in-
dependence vote continued to domi-
nate market attention and exert
pressure on sterling Tuesday, de-
spite reassurances that plans for an
increase in U.K. interest rates ha-
ven’t been knocked off course.

Sterling had
slumped more than 1%
on Monday after an
opinion poll for the

first time showed the pro-indepen-
dence camp inching ahead of those
in favor of remaining in the U.K. On
Tuesday, the pound showed signs of
stabilizing, trading at $1.6076 late in
Europe after falling earlier. Late af-
ternoon in New York, the pound was
at $1.6106, unchanged from late
Monday.

Better-than-expected U.K. indus-
trial-production data gave the cur-
rency a small lift, which was further
enhanced by Bank of England Gover-
nor Mark Carney signaling that in-
terest rates are likely to rise next
spring, but that didn’t shift the mar-
kets’ focus away from Scotland.

“Until the uncertainty settles
with regards to Scotland’s referen-
dum, political developments will
continue to weigh on sterling,” cur-
rency strategists at BNP Paribas
said.

Traders and strategists, mean-
while, noted that the once-quiet
sterling market is increasingly being
characterized by sharp swings. Two-
week volatility in the sterling-dollar
exchange rate—a measure of the
market’s expectations for shifts two
weeks ahead—traded around 12.6%
on Tuesday, from nearer 12% late
Monday and compared with 6% a
week ago, according to Stephane Ba-
taille, a strategist at Citigroup.

In equity markets, London’s
FTSE 100 ended the session down
0.1% at 6829, but Bill O’Neill, chief
investment officer of wealth man-
agement research at UBS Global As-
set Management, said that both eq-
uities and sterling were still not
pricing in the full potential of a vote

in favor of a Scottish split.
“A yes vote would send substan-

tial ripples through the whole mar-
ket,” he said. “It would be such an
unprecedented scenario for every-
thing from the currency to parlia-
ment.”

Credit Suisse analysts, in a note
on equities Tuesday, wrote that a
vote in favor of independence would
have mixed implications for U.K.
stocks.

Exporters could benefit from a
weaker pound, while domestic-fo-
cused companies such as banks
would likely suffer amid political
uncertainty, they said. Shares of
Lloyds Banking Group and Royal
Bank of Scotland have been under
pressure in recent days, but recov-
ered Tuesday to end the session
1.5% and 0.5% higher, respectively.

Germany’s DAX fell 0.5% to
9710.70 and France’s CAC-40 lost
0.5% to 4452.37. More broadly, the
Stoxx Europe 600 Index slipped
0.4% to 344.87.

U.S. stocks also retreated. The
Dow Jones Industrial Average fell
97.55 points, or 0.6%, to 17013.87.
The S&P 500 index declined 13.1
points, or 0.7%, to 1988.44, and the
Nasdaq Composite Index lost 40
points, or 0.9%, to 4552.29.

“The market is showing some
levels of exhaustion, particularly af-
ter this huge run-up in the S&P,”
said Jeffrey Yu, head of single-stock
derivatives trading at UBS AG.

Economic data showed U.S. em-
ployers hired 4.9 million workers in
July, the highest level since Decem-
ber 2007. Employers reported 4.7
million job openings in July, which
is near the highest level in 13 years.

The yield on the benchmark 10-
year Treasury note rose to 2.5%.

Apple’s shares saw heavy trading
as the company unveiled a mobile
payments system, a line of Internet-
connected watches and two larger
versions of its signature iPhone. The
stock shed 0.4%.

In commodity markets, crude-oil
futures rose 0.1% to $92.75 a barrel.
Gold futures fell 0.5% to $1,246.80 a
troy ounce.

BY TOMMY STUBBINGTON
AND JOSIE COX

MARKET
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Former Trader at SAC
Gets 9-Year Sentence

Mathew Martoma, who worked
for hedge-fund billionaire Steven A.
Cohen, was sentenced to nine years
in prison Monday for taking part in
what prosecutors said was one of
the largest insider-trading schemes
ever.

The sentence, among the stiffest
handed down for insider trading,
comes three years after prosecutors
and federal investigators circled in
on Mr. Martoma, hoping he could be
persuaded to turn on his boss. De-
spite fainting when he was arrested
and being pressured to incriminate
Mr. Cohen, Mr. Martoma decided to
take his chances with a jury—and
lost.

Mr. Martoma sat silently during
a hearing in Manhattan federal
court Monday afternoon as U.S. Dis-
trict Judge Paul Gardephe handed
down the sentence, saying Mr. Mar-
toma’s crime was as brazen as it
was lucrative and that there is a
“darker side to his character.”

After the sentencing was fin-
ished, Mr. Martoma walked quickly
to his wife, Rosemary, who was sur-
rounded by family members. The
couple walked arm in arm out of the
courtroom as Ms. Martoma wiped
away tears.

Mr. Martoma, 40 years old, was
convicted in February of illegal trad-
ing of stocks in two pharmaceutical
companies that helped SAC book
profits and avoid losses worth $275
million. Prosecutors argued that
Mr. Martoma deserved a sentence of
more than eight years.

“The evidence I believe showed
Mr. Martoma was hoping for one big
score,” the judge told a packed
courtroom. “His plan worked, and
now he has to deal with the fallout.”

The judge also ordered Mr. Mar-
toma to forfeit $9.38 million, which
was his SAC bonus the year of the
inside trades.

“Mathew Martoma and his fam-
ily are devastated by the outcome,”
said a spokesman for Mr. Martoma,
who added that the former portfolio
manager and his legal team would
appeal. Mr. Martoma, who has three
children, is out on bail until Novem-
ber, when he has to report to prison.

The profit or loss in a fraud
plays a prominent role in federal
sentencing guidelines, which indi-
cated Mr. Martoma faced up to two
decades in prison. Judge Gardephe
said Monday that he couldn’t ignore
the size of the fraud in determining
a sentence, despite pleas from Mr.
Martoma’s lawyers for leniency and
a sentence of two to three years.
But the judge said 20 years was un-
necessary and that sentences of that
length will “rarely be appropriate in
this type of case.”

Mr. Martoma’s sentence is at the
longer end of those handed down in
insider-trading cases, but other peo-
ple have received more time despite
smaller amounts of money being in-
volved.

Matthew Kluger, a former corpo-
rate lawyer convicted of running a
scheme to trade using information
from law firms, was sentenced to 12
years in prison in 2012 in federal
court in New Jersey.

Galleon Group founder Raj Raja-
ratnam was sentenced to 11 years in
prison in 2011 in New York. Mr. Ra-
jaratnam’s sentence was stiff in part
because of the scale of his scheme,
which involved multiple stocks and
more than a dozen co-conspirators.
Despite the size of the gain,
Mr. Martoma’s inside trading was
narrower by comparison.

Mr. Martoma is the eighth SAC
employee convicted of insider trad-
ing. Most have chosen to plead
guilty rather than contest the
charges.

SAC itself pleaded guilty in No-
vember to criminal insider-trading
charges and agreed to pay about
$1.2 billion in new penalties. As part
of the settlement, the firm said it
would stop managing outside
money. SAC has since changed its
name to Point72 Asset Management.
A spokesman for Mr. Cohen and the
firm declined to comment Monday.

Mr. Martoma’s conviction after a
jury trial in February potentially
bolstered a related civil case against
Mr. Cohen, the firm’s founder. Mr.
Cohen faces a civil allegation by the
Securities and Exchange Commis-
sion that he failed to adequately su-
pervise two senior employees at his
firm, including Mr. Martoma.

Apart from the civil case, crimi-
nal prosecutors have long pursued
Mr. Cohen, who built one of the
country’s most successful hedge
funds over the past two decades and
managed more than $15 billion at
the firm’s peak. He has denied in-
volvement in any wrongdoing and
hasn’t been charged criminally.

The past decade has seen a burst
of insider-trading prosecutions. The
surge is largely the product of a
crackdown by the office of Manhat-
tan U.S. Attorney Preet Bharara,
who has charged 89 people with in-
sider trading since 2009 and se-
cured 81 convictions or guilty pleas.
A handful of cases remain unre-
solved.

The uptick has also coincided
with a sharp increase in the length
of jail terms for those convicted. In
New York federal courts, which han-
dle the bulk of such prosecutions,
the average length of a prison sen-
tence for insider trading is up 135%
in the past decade.

Mr. Martoma, who worked at
SAC for four years until he was fired
in 2010, was accused of using inside
information provided by two doc-
tors about results of a trial of an
Alzheimer’s drug being developed
by Elan Corp. and Wyeth Pharma-
ceuticals. Both doctors testified they
passed inside tips on drug tests to
Mr. Martoma. Elan is now part of
Perrigo Co., and Wyeth is part of
Pfizer Inc.

Mr. Martoma opted to go to trial
even after prosecutors sought his
cooperation against Mr. Cohen, who
was involved in some of the trades
Mr. Martoma was ultimately
charged for, according to people fa-
miliar with the matter. The move
could potentially have earned him
leniency.

The jury convicted Mr. Martoma
of two counts of securities fraud
and one count of conspiracy in Feb-
ruary.

The SEC’s civil lawsuit targets
Mr. Cohen directly and seeks to bar
him for life from the securities in-
dustry, according to people familiar
with the matter. The SEC case has
been on hold pending Mr. Mar-
toma’s sentencing and appeals of
the firm’s convicted ex-employees.

BY CHRISTOPHER M. MATTHEWS

Mathew Martoma, shown Monday arriving at court with his wife, was convicted in February of insider trading.
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Tracking ISIS Westerners Hits Snags
U.S. DisagreesWith U.K. Move to Revoke Passports, Saying TheyWant to Talk to Suspects, Not Scare Them Away

WASHINGTON—An urgent U.S.
counterterrorism effort to track
Westerners who join extremist
groups in Syria and Iraq is running
into complications amid differing in-
ternational approaches to informa-
tion sharing and domestic security.

In recent months, officials on
both sides of the Atlantic have pre-
dicted that the West will face a dire
threat from U.S. and European citi-
zens joining groups like Islamic
State and Nusra Front, an al Qaeda
affiliate, and then returning to the
West to launch terrorist attacks.

U.S. counterterrorism officials
have developed an extensive intelli-
gence-sharing operation with Euro-
pean security services, which have
established their own task force
aimed at combating the threat from
citizens who join extremist groups.
Intelligence on potential extremists
from both the U.S. and Europe goes
into a designated part of the Na-
tional Counterterrorism Center’s da-
tabase, known as TIDE, which feeds
U.S. watch lists like the no-fly list.

But U.S. officials say they still
don’t have as clear a window as
they would like into the movement
of people once they get to certain
European countries. One U.S. law-
enforcement official described the
effort as a “work in progress.”

“There’s significant concern
about the idea that some of these
individuals may try to travel back to
the West, using the Western pass-
ports, and carry out acts of violence
or engage in terrorism here,” White
House press secretary Josh Earnest
said Monday.

Security concerns about foreign
fighters returning from Syria have
also produced rare disagreement be-
tween U.S. and U.K. counterterror-
ism officials over Britain’s move to
potentially revoke passports of citi-
zens who have gone to fight.

British Prime Minister David
Cameron has called for a “targeted,
discretionary power to allow us to
exclude British nationals from the

U.K.’’ But such measures go against
the goals of many U.S. counterter-
rorism officials, who would rather
draw such individuals in to be ques-
tioned than scare them away.

The disparate approaches
threaten to further complicate an al-
ready tough task, as the U.S. and
Europe try to identify foreign fight-
ers who hold Western passports. At-
torney General Eric Holder has said
about 100 Americans and 1,000 Eu-
ropeans are overseas fighting for
various groups in the region.

Mr. Holder said Thursday that
the Justice Department is “doing ev-
erything that we can” to make sure
that individuals intent on helping Is-
lamic State are “monitored and held
accountable.”

The Obama administration’s han-
dling of any domestic threat from
Islamic State and other groups is
likely to come in for congressional
scrutiny in the next two weeks, with

House and Senate panels both set to
question top counterterrorism offi-
cials. The questions surrounding
how to handle foreign fighters
aren’t new for Western countries—
they have faced similar issues with
Westerners traveling to Somalia,
Pakistan, Afghanistan and Yemen,
officials said.

The volume of foreign fighters in
Syria, however, raises the stakes for
all concerned, as does the ease with
which many of those fighters can
slip across the border into Turkey
and be at Europe’s doorstep, they
said. “The threat they pose to the
U.S. is primarily in Iraq,” Matthew
Olsen, director of the National
Counterterrorism Center, recently
told reporters. “The threat is quite
immediate for the Europeans.”

The U.S. has increased pressure
on European countries to overcome
their historical resistance to sharing
information on their own citizens.

U.S. officials have sought informa-
tion such as lists of passengers on
flights, which would allow them to
track when a suspected extremist
might be traveling to Syria.

“While the relationship between
the U.S. and the U.K. remains
strong, and information sharing
with other nations is improving,
there is much more that can be
done,” said Rep. Michael McCaul (R.,
Texas), chairman of the House
Homeland Security Committee. “I
call on our international partners—
especially our NATO ally, Turkey—to
increase border controls, internal
enforcement and information shar-
ing,” he said.

Some European countries have
moved in the U.S.’s direction.
France, for example, has made high-
profile arrests of people trying to
travel to Syria. French lawmakers
are set to debate a law giving the
government new powers next week,

Interior Minister Bernard Cazeneuve
said Monday.

Meanwhile, some U.S. officials
say European cooperation has im-
proved greatly in recent months as
counterterrorism agencies overseas
have come to grips with the magni-
tude of the threat.

“We’re pushing on an open
door,” said Nick Rasmussen, deputy
director of the National Counterter-
rorism Center.

Still, there have been unforeseen
hurdles, such as the U.K.’s move to
revoke passports. The U.S. objects to
such a move because the overall
goal, as described by one American
official, is to get those who have
traveled to Syria to speak with U.S.
or European investigators and pro-
vide information about what is hap-
pening on the ground there. If those
people are scared away from trying
to come home, potentially valuable
intelligence could be lost, the offi-
cial said.

The point, as expressed by an-
other official, is to get foreign fight-
ers to “come in from the cold.’’ That
doesn’t mean letting them board an
airplane, but rather stopping them
for questioning at an airport to see
what authorities can learn about
their experiences in Syria.

U.S. counterterrorism officials
have shared these concerns with
their U.K. counterparts, according to
American officials.

Another key challenge facing
Western intelligence agencies is de-
termining whether those who went
to Syria did so to fight or to provide
humanitarian assistance. U.S. coun-
terterrorism officials say even de-
termining someone’s initial motives
isn’t enough—they also must deci-
pher whether individuals went with
peaceful intentions, then joined the
fight later, or the reverse.

—Siobhan Gorman
contributed to this article.

BY ANDREW GROSSMAN
AND DEVLIN BARRETT

Attorney General Eric Holder has said about 100 Americans and 1,000 Europeans are fighting overseas.
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Poll: Almost Two-Thirds Back Attacking Militants
Almost two-thirds of Americans

say it is in the nation’s interest to
take military action against the mili-
tant group known as Islamic State, a
new Wall Street Journal/NBC News
poll finds, with most backing air-
strikes and a third saying combat
troops should be deployed.

The findings suggest President
Barack Obama will be addressing a
newly hawkish American public
when he lays out his plans to com-
bat Islamic State, also known as ISIS
and ISIL, in a nationally televised
speech Wednesday.

The poll found that 61% of partic-
ipants saw it in the nation’s interest
to attack ISIS, including 34% who
were willing to commit U.S. ground
troops. That suggests a shift from
the war weariness reflected in sur-
veys earlier this year, which showed
a growing desire for the U.S. to re-
treat from world affairs as turmoil
reigned in Ukraine, Gaza, Syria and
beyond.

Last year, after Mr. Obama ac-
cused the Syrian government of us-
ing chemical weapons, only 21% said

it was in the U.S. interest to take
military action.

The president has “a country and
an electorate, regardless of party,
who seems to be ready to take the
next step,” said Fred Yang, a Demo-
cratic pollster who conducted the
survey with GOP pollster Bill McIn-
turff.

Mr. Obama met with congressio-
nal leaders Tuesday to preview his
strategy in advance of the speech.
Administration officials say he is
considering a major expansion in the
scope of U.S. airstrikes in Iraq to
target the logistics hubs and supply
lines of militant forces.

Mr. Obama heads into the speech
in a position of weakness: Approval
of his handling of foreign policy has
hit a new low—32%—and poll partic-
ipants by large margins see Republi-
cans as better able than Democrats
to ensure national security and con-
duct foreign policy.

Moreover, Mr. Obama has pre-
sided over a significant decline in
confidence in U.S. security: The poll
found that 47% believe the country
is less safe than it was before the
Sept. 11, 2001 terrorist attacks—up

sharply from 28% just one year ago.
Now, faced with a heightened

threat from Islamic militants in Iraq
and a public newly willing to re-
spond, Mr. Obama may have a
chance to reassert himself as a
leader, pollsters said.

“The president seems to be con-
trolled by events and not leading

events,” said Mr. McInturff. But with
the public so ready to take military
action against ISIS, he said, “it
might allow him to perhaps use Sep-
tember and October to be a more
strongly perceived figure than he’s
been.”

With the midterm elections only
two months away, the electorate re-
mains much more inward-looking
than in 2006, when the Iraq war was
top of mind. Asked what issues mat-
ter most in their vote for Congress
in November 2014, 64% said domes-
tic issues, up from 43% in 2006.

In recent months, domestic is-
sues have been overshadowed by
crises across the globe—especially
the rapid advance of Islamic State in
Iraq. Mr. Obama has launched air-
strikes to protect U.S. interests, but
has been criticized for not acting
more quickly and decisively—a cri-
tique fueled last week when he said
“we have no strategy yet.”

The survey was taken Sept. 3-7,
just after the beheading by Islamic
State of a second U.S. journalist.

While those surveyed weren’t
asked directly about that event, the
poll found that 94% had heard news

of the two murders, a higher level of
public attention than given to any of
22 news events the Journal/NBC
News survey has tested since 2009.

The news, in some cases, turned
doves into hawks.

“Come on! They are rounding up
people and just killing them,” said
Sara Appleton, 31, a Democrat in
Austin who opposed the Iraq war
and voted twice for Mr. Obama. “I
think we should have intervened
earlier.”

Some 27% of registered voters in
the poll said the U.S. should be more
active in world affairs—up substan-
tially from the 19% in an April sur-
vey, but still a smaller share than
the 40% who said the U.S. should be
less active on the world stage.

Even among those who want a
less active U.S. role, 43% said the
U.S. has a national interest in re-
sponding to ISIS, compared with
25% who saw no national interest.

The hawkish response to ISIS
comes more from Republicans than
Democrats. Still, a majority of Dem-
ocrats—54%—said they believed mil-
itary action against ISIS was in the
national interest.

BY JANET HOOK

WSJ/NBC News Poll
Is military action against Islamic
State in America’s national interest?

Source: WSJ/NBC News telephone poll of 1,000
registered voters conducted Sept. 3–7; margin of
error: +/–3.1 pct. pts.

The Wall Street Journal
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Online>>
Watch an interview with former
Homeland Security Secretary Janet
Napolitano on ISIS at WSJ.com.
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Major stock market indexes Stock indexes fromaround theworld, grouped by region. Shown in local-currency terms.

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

EUROPE Stoxx Europe 600 344.87 -1.22 -0.35% 5.1% 12.8%

Stoxx Europe 50 3073.56 -9.29 -0.30 5.3 12.4

Euro Zone Euro Stoxx 326.12 -2.01 -0.61 3.8 14.6

Euro Stoxx 50 3245.43 -22.11 -0.68 4.4 16.0

Austria ATX 2340.37 -8.48 -0.36 -8.1 -6.6

Belgium Bel-20 3190.24 -18.42 -0.57 9.1 16.8

Czech Republic PX 997.99 3.04 0.31% 0.9 4.8

Denmark OMXCopenhagen 679.26 3.30 0.49 20.0 30.5

Finland OMXHelsinki 7714.39 -58.59 -0.75 5.1 14.9

France CAC-40 4452.37 -22.56 -0.50 3.6 10.2

Germany DAX 9710.70 -47.33 -0.49 1.7 17.3

Hungary BUX 18670.02 108.73 0.59 0.6 4.2

Ireland ISEQ 4899.37 0.40 0.01 7.9 16.0

Italy FTSEMIB 21149.80 -144.54 -0.68 11.5 22.6

Netherlands AEX 418.40 -2.20 -0.52 4.1 13.1

Norway All-Shares 680.42 -3.47 -0.51 12.9 23.7

Poland WIG 54519.25 -105.63 -0.19 6.3 14.0

Portugal PSI 20 5940.82 -89.99 -1.49 -9.4 -0.2

Russia RTSI 1246.64 1.11 0.09% -13.6 -10.3

PREVIOUS SESSION PERFORMANCE
Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.
Spain IBEX 35 10951.60 -151.00 -1.36% 10.4 26.9

Sweden OMXStockholm 445.83 -2.83 -0.63 5.2 12.9

Switzerland SMI 8825.60 8.41 0.10 7.6 9.8

Turkey BIST 100 80080.22 -2119.3 -2.58 18.1 14.9

U.K. FTSE 100 6829.00 -5.77 -0.08 1.2 4.6

ASIA-PACIFIC DJAsia-Pacific TSM 1524.93 -9.65 -0.63 5.3 9.4

Australia SPX/ASX 200 5607.90 30.90 0.55 4.8 7.8

China Shanghai Composite 2326.53 0.09 0.004 10.0 4.0

Hong Kong Hang Seng 25190.45 Closed 8.1 10.7

India S&PBSE Sensex 27265.32 -54.53 -0.20 28.8 36.3

Japan Nikkei Stock Average 15749.15 44.04 0.28 -3.3 9.2

Singapore Straits Times 3342.96 7.77 0.23 5.5 7.0

South Korea Kospi 2049.41 Closed 1.9 4.8

AMERICAS DJAmericas 502.41 -2.78 -0.55 7.9 18.1

Brazil Bovespa 58591.72 -601.03 -1.02 13.8 8.0

Mexico IPC 46069.82 -287.42 -0.62 7.8 12.5

Note:Americas index data are as of 3:00 p.m. ET. Sources: SIX Financial Information;WSJMarketDataGroup

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 1.0861 1.7474 1.1619 0.1527 0.0293 0.1710 0.0102 0.2996 1.4024 0.1883 0.9864 ...

Canada 1.1010 1.7714 1.1779 0.1548 0.0297 0.1734 0.0104 0.3037 1.4216 0.1909 ... 1.0137

Denmark 5.7665 9.2777 6.1690 0.8106 0.1557 0.9080 0.0542 1.5908 7.4457 ... 5.2374 5.3094

Euro 0.7745 1.2461 0.8285 0.1089 0.0209 0.1219 0.0073 0.2137 ... 0.1343 0.7034 0.7131

Israel 3.6249 5.8321 3.8779 0.5095 0.0979 0.5708 0.0341 ... 4.6804 0.6286 3.2923 3.3375

Japan 106.3214 171.0595 113.7427 14.9454 2.8700 16.7408 ... 29.3308 137.2806 18.4377 96.5653 97.8923

Norway 6.3510 10.2181 6.7944 0.8928 0.1714 ... 0.0597 1.7521 8.2004 1.1014 5.7683 5.8475

Russia 37.0454 59.6020 39.6312 5.2074 ... 5.8330 0.3484 10.2197 47.8325 6.4242 33.6461 34.1085

Sweden 7.1140 11.4457 7.6106 ... 0.1920 1.1201 0.0669 1.9625 9.1855 1.2337 6.4612 6.5500

Switzerland 0.9348 1.5039 ... 0.1314 0.0252 0.1472 0.0088 0.2579 1.2069 0.1621 0.8490 0.8606

U.K. 0.6215 ... 0.6649 0.0874 0.0168 0.0979 0.0058 0.1715 0.8025 0.1078 0.5645 0.5723

U.S. ... 1.6089 1.0698 0.1406 0.0270 0.1575 0.0094 0.2759 1.2912 0.1734 0.9082 0.9207

Source: ICAPPlc.

MSCI indexes
Developed and emerging-market regional and country indexes
fromMSCI as of September 09, 2014

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE
yield ratio MSCI Index Last Daily YTD 52-wk.

2.40% 17 MSCIACWI 430.91 0.34% 5.5% 18.4%

2.40 18 World (DevelopedMarkets) 1,744.30 0.36 5.0 18.4

2.30 18 World ex-EMU 214.72 0.38 6.0 18.7

2.30 18 World ex-UK 1,767.17 0.28 5.6 19.2

3.00 16 EAFE 1,917.13 0.44 0.1 12.9

2.70 13 EmergingMarkets (EM) 1,094.99 0.17 9.2 17.8

3.20 17 EUROPE 118.28 -0.40 5.5 16.2

3.10 19 EMU 194.21 0.25 -1.8 16.8

3.10 18 Europe ex-UK 127.14 -0.01 5.7 17.8

4.20 14 EuropeValue 120.28 -0.50 6.0 19.1

2.30 22 EuropeGrowth 111.93 -0.30 5.0 13.3

2.40 20 EuropeSmall Cap 269.47 -0.80 3.4 18.2

3.70 7 EMEurope 275.65 -0.37 0.4 3.2

3.50 15 UK 2,016.12 -0.33 1.2 6.3

3.30 16 Nordic Countries 215.51 0.43 6.8 17.3

4.60 5 Russia 749.77 -0.78 -5.4 3.3

2.80 20 SouthAfrica 1,306.90 -0.17 14.9 27.6

2.90 14 ACASIAPACIFICEX-JAPAN 512.71 0.12 9.5 17.8

1.90 15 Japan 794.04 0.38 -1.4 16.2

3.20 10 China 68.18 0.20 8.0 17.4

1.40 19 India 1,027.00 1.09 25.7 41.3

1.00 10 Korea 579.90 0.00 -1.6 3.9

2.90 18 Taiwan 343.37 0.00 13.4 21.0

1.90 20 USBROADMARKET 2,271.55 0.24 7.9 22.4

1.50 32 USSmall Cap 3,353.77 -0.04 3.9 19.4

3.20 18 EMLATINAMERICA 3,599.15 1.39 12.4 18.1

Source:MSCI

S&P Dow Jones Indices
Price-to-

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

2.34%19.33 Global TSM 3391.84 -0.57% 13.3%

2.77 19.73 GlobalDOW 1900.59 -0.39% 17.0% 2607.66 -0.62 13.9

2.88 15.13 Global Titans 50 252.88 -0.11 16.6 243.95 -0.35 13.6

3.18 20.03 DevEuropeTSM 3347.51 -0.64 9.0

2.31 20.01 DevelopedMarketsTSM 3393.68 -0.54 13.3

2.66 14.98 S&PBMIEmgMarkets 281.15 -0.81 12.3

3.34 19.95 S&PEurope 350 1416.20 -0.35 12.0 1642.92 -0.65 9.1

3.19 25.05 S&PEuro 1394.36 -0.63 13.6 1639.29 -0.93 10.6

3.82 26.59 EuropeDow 1438.81 -0.41 10.7 1973.40 -0.67 7.7

3.08 10.62 BRIC50 461.74 -0.40 17.9 568.61 -0.64 14.8

1.87 21.36 U.S. TSM 20828.51 -0.42 17.8

3.40 22.68 DJGlobal SelectRESI 3524.66 -0.75 14.1

Price-to-
Dividend earnings PERFORMANCE (euros) PERFORMANCE (U.S.dollars)
yield* ratio* S&PDowJones Index Last Daily 52-wk. Last Daily 52-wk.

TurkeyTitans 20 -c 827.65 -2.68% 13.7%

5.12%17.61 Global SelectDiv 259.55 -0.75 12.1

5.29 16.67 Asia/Pacific SelectDiv 323.10 -0.47% 10.6% 357.10 -0.73 7.6

U.S. SelectDividend -d 1345.84 -0.65 19.2

3.06 17.87 S&PGlbNatResources 2165.06 -0.51 7.7 2778.55 -0.75 4.9

2.06 19.83 IslamicMarket 2914.84 -0.37 15.1

2.34 17.77 IslamicMarket 100 3208.83 -0.17 17.1

Islamic Turkey -c 4399.21 -1.69 4.0

3.28 20.84 Sustainability Europe 115.66 -0.34 13.2 164.19 -0.60 10.2

3.41 29.71 S&PGlb Infrastructure 1756.80 -0.58 23.2 2563.18 -0.82 19.9

2.16 16.25 Luxury 1934.85 -0.47 -2.5

DJCommodity 654.37 -0.55 -7.0

*Fundamentals are based on data inU.S. dollar. Footnotes: a-inUSdollar. b-dividends reinvested. c-in local currency. Note:All data as of 2 p.m.ET. Source: S&PDowJones Indices

GLOBAL MARKETS LINEUP

WSJ.com>> Follow the markets throughout the day with updated stock quotes, news and
commentary at WSJ.com. Also, receive email alerts that summarize the day’s trading in Europe
and Asia. To sign up, go to WSJ.com/email.

Commodities Prices of futures contractswith themost open interest
EXCHANGE LEGEND: CBOT: Chicago Board of Trade; CME: ChicagoMercantile Exchange; ICE-US: ICE Futures U.S.MDEX:BursaMalaysia
Derivatives Berhad; LIFFE: London International Financial Futures Exchange; COMEX: Commodity Exchange; LME: LondonMetals Exchange;
NYMEX:NewYorkMercantile Exchange;ICE-EU: ICE Futures Europe. *Data as of September 8, 2014

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

Corn (cents/bu.) CBOT 344.25 -4.00 -1.15% 517.00 343.00
Soybeans (cents/bu.) CBOT 993.00 -15.50 -1.54 1,279.25 991.50
Wheat (cents/bu.) CBOT 529.00 -4.50 -0.84 765.00 523.25
Live cattle (cents/lb.) CME 162.700 1.850 1.15% 162.850 131.500
Cocoa ($/ton) ICE-US 3,081 10 0.33 3,300 2,639
Coffee (cents/lb.) ICE-US 192.30 -2.15 -1.11 222.60 119.90
Sugar (cents/lb.) ICE-US 14.88 -0.06 -0.40 18.91 14.71
Cotton (cents/lb.) ICE-US 65.70 0.65 1.00 84.74 62.02
Rapeseed (euro/ton) LIFFE 323.75 -1.00 -0.31 386 301
Cocoa (pounds/ton) LIFFE 1,995 17 0.86 2,061 1,651
Robusta coffee ($/ton) LIFFE 2,070 1 0.05 2,218 1,585

Copper ($/lb.) COMEX 3.1035 -0.0650 -2.05 3.3570 2.8845
Gold ($/troy oz.) COMEX 1252.50 -1.80 -0.14 1,390.80 1,207.00
Silver ($/troy oz.) COMEX 18.990 0.029 0.15 22.240 18.700
Aluminum ($/ton)* LME 2,109.00 11.00 0.52 2,113.50 1,686.50
Tin ($/ton)* LME 21,305.00 -145.00 -0.68 23,770.00 21,305.00
Copper ($/ton)* LME 7,030.00 70.00 1.01 7,422.00 6,430.00
Lead ($/ton)* LME 2,217.00 4.00 0.18 2,287.00 2,033.00
Zinc ($/ton)* LME 2,401.00 5.00 0.21 2,410.00 1,948.00
Nickel ($/ton)* LME 19,775 320 1.64 21,100 13,425

Crude oil ($/bbl.) NYMEX 91.48 -0.24 -0.26 103.66 87.17
Heating oil ($/gal.) NYMEX 2.7918 -0.0176 -0.63 3.0912 2.7876
RBOB gasoline ($/gal.) NYMEX 2.5480 -0.0139 -0.54 2.8999 2.5188
Natural gas ($/mmBtu) NYMEX 4.027 0.100 2.55 4.9140 3.7860
Brent crude ($/bbl.) ICE-EU 100.01 -0.85 -0.84 113.81 99.80
Gas oil ($/ton) ICE-EU 847.75 -2.50 -0.29 950.25 846.25

Sources: SIX Financial Information;WSJMarket Data Group

Currencies London close onSept. 9
Per In

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

Argentina peso-a 10.8562 0.0921 8.4079 0.1189

Brazil real 2.9475 0.3393 2.2828 0.4381

Canada dollar 1.4216 0.7034 1.1010 0.9082

Chile peso 763.34 0.001310 591.20 0.001691

Colombia peso 2501.15 0.0003998 1937.10 0.0005162

EcuadorUS dollar-f 1.2912 0.7745 1 1

Mexico peso-a 17.0491 0.0587 13.2042 0.0757

Peru sol 3.6883 0.2711 2.8565 0.3501

Uruguay peso-e 31.058 0.0322 24.054 0.0416

U.S. dollar 1.2912 0.7745 1 1

Venezuela bolivar 8.20 0.121966 6.35 0.157480

ASIA-PACIFIC

Australia dollar 1.4024 0.7131 1.0861 0.9207

1-mo. forward 1.4056 0.7114 1.0886 0.9186

3-mos. forward 1.4114 0.7085 1.0931 0.9148

6-mos. forward 1.4203 0.7041 1.1000 0.9091

China yuan 7.9205 0.1263 6.1343 0.1630

Hong Kong dollar 10.0074 0.0999 7.7505 0.1290

India rupee 78.4872 0.0127 60.7870 0.0165

Indonesia rupiah 15261 0.0000655 11820 0.0000846

Japan yen 137.28 0.007284 106.32 0.009405

1-mo. forward 137.22 0.007287 106.28 0.009409

3-mos. forward 137.16 0.007291 106.23 0.009414

6-mos. forward 136.98 0.007300 106.09 0.009426

Malaysia ringgit-c 4.1266 0.2423 3.1960 0.3129

NewZealand dollar 1.5659 0.6386 1.2128 0.8245

Pakistan rupee 131.759 0.0076 102.045 0.0098

Philippines peso 56.558 0.0177 43.804 0.0228

Singapore dollar 1.6307 0.6132 1.2630 0.7918

South Koreawon 1335.92 0.0007485 1034.65 0.0009665

Taiwan dollar 38.702 0.02584 29.974 0.03336

Thailand baht 41.415 0.02415 32.076 0.03118

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

Euro zone euro 1 1 0.7745 1.2912

1-mo. forward 0.9998 1.0002 0.7743 1.2915

3-mos. forward 0.9992 1.0008 0.7739 1.2922

6-mos. forward 0.9984 1.0016 0.7732 1.2933

Czech Rep. koruna-b 27.715 0.0361 21.465 0.0466

Denmark krone 7.4457 0.1343 5.7665 0.1734

Hungary forint 316.38 0.003161 245.03 0.004081

Norway krone 8.2004 0.1219 6.3510 0.1575

Poland zloty 4.2033 0.2379 3.2554 0.3072

Russia ruble-d 47.833 0.02091 37.045 0.02699

Sweden krona 9.1855 0.1089 7.1140 0.1406

Switzerland franc 1.2069 0.8285 0.9348 1.0698

1-mo. forward 1.2066 0.8288 0.9345 1.0701

3-mos. forward 1.2058 0.8293 0.9338 1.0708

6-mos. forward 1.2040 0.8306 0.9325 1.0724

Turkey lira 2.8361 0.3526 2.1965 0.4553

U.K. pound 0.8025 1.2461 0.6215 1.6089

1-mo. forward 0.8028 1.2457 0.6217 1.6085

3-mos. forward 0.8032 1.2451 0.6220 1.6076

6-mos. forward 0.8039 1.2439 0.6226 1.6061

MIDDLE EAST/AFRICA

Bahrain dinar 0.4869 2.0540 0.3771 2.6521

Egypt pound-a 9.2377 0.1083 7.1544 0.1398

Israel shekel 4.6804 0.2137 3.6249 0.2759

Jordan dinar 0.9142 1.0938 0.7081 1.4123

Kuwait dinar 0.3702 2.7014 0.2867 3.4880

Lebanon pound 1961.12 0.0005099 1518.85 0.0006584

Saudi Arabia riyal 4.8425 0.2065 3.7505 0.2666

South Africa rand 14.1086 0.0709 10.9269 0.0915

United Arab dirham 4.7424 0.2109 3.6729 0.2723

a-floating rate b-financial c-government rate c-commercial
rate d-Russian Central Bank rate.
Source: ICAPPlc.



THEWALL STREET JOURNAL. Wednesday, September 10, 2014 | 5

EUROPE NEWS

Russia Pushes Ukraine on Peace Talks
MOSCOW—Russia urged Kiev on

Tuesday to open talks quickly with
rebels on what will become of areas
held by separatists in eastern
Ukraine, a crucial issue that remains
unresolved days after a cease-fire
took hold.

Russian President Vladimir Putin
and his Ukrainian counterpart Petro
Poroshenko discussed the cease-fire
Tuesday as well as economic issues in
their second phone call in two days.

The Kremlin said Mr. Putin “con-
firmed the Russian Federation’s
readiness to continue to promote a
peaceful resolution of the crisis.” Mr.
Poroshenko’s office confirmed the
call and said they discussed a range
of questions connected with the
cease-fire. Neither side elaborated.

Earlier in the day, Russian For-
eign Minister Sergei Lavrov called
for talks to begin soon on the ques-
tion of how much autonomy rebel-
held areas in the Donetsk and Lu-
hansk regions of eastern Ukraine,
along the Russian border, will gain
under the peace plan.

Both the Ukrainian government
and the separatists said the cease-
fire was generally holding despite
mutual accusations of scattered vio-
lations. Mr. Lavrov also said the
cease-fire was holding “in general.”

Five Ukrainian servicemen have
been killed and 33 injured since the
cease-fire came into effect Friday
night, a Ukrainian defense official said.

Occasional shelling continued in
the east, with a woman injured over-
night in the rebel-held city of Do-

netsk and the situation there still
tense, the city council said.

Mr. Poroshenko is under pressure
to cede central authority over rebel-
held territory after his military suf-
fered losses on the battlefield at the
hands of what the West says was a
Russian incursion.

A presidential adviser reiterated
a proposal that the rebel-held terri-
tory—which covers around a third of
the two regions—could be given a
special status allowing temporary

self-rule while remaining part of
Ukraine.

A rival party in Kiev called the
proposal “nothing more than an at-
tempt to prepare” Ukrainians to give
up territory in “virtual surrender to
the Russian aggressor.”

Andrei Purgin, deputy prime
minister of the self-proclaimed Peo-
ple’s Republic of Donetsk, stood by
the rebel demand for independence.

In a further sign of progress on
the protocol signed in the Belarusian

capital of Minsk, prisoner exchanges
are getting under way, although
there were conflicting accounts of
their progress.

On Monday, Ukraine’s presiden-
tial spokesman Svyatoslav Tsegolko
said 648 Ukrainian prisoners had
been released so far and another
group of 500 was up for release by
the rebels, without giving a time
frame. Mr. Purgin told the Interfax
news agency that exchanges were
about to get under way with 36 pris-

oners from each side.
The Kremlin statement said also

that work was continuing to “resolve
questions” arising from a trade pact
Ukraine has signed with the Euro-
pean Union that Moscow strongly
opposes.

Mr. Poroshenko has pledged to
send it to parliament for ratification
later this month. Russia has banned
some imports from Ukraine and
threatened further sanctions if Kiev
ratifies the deal.

BY OLGA RAZUMOVSKAYA

A woman points to damage at her building Tuesday in the rebel-held city of Donetsk. Despite occasional shelling, both sides said last week’s truce was holding.
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Poland’s PrimeMinister
Resigns to Take EU Job

WARSAW—Polish Prime Minister
Donald Tusk submitted his cabinet’s
resignation Tuesday ahead of his de-
parture to Brussels for a top Euro-
pean Union post, a move that will
leave a void in the leadership of the
ruling party a year before national
elections.

“I handed in the papers,” Mr.
Tusk said after a meeting with Po-
land’s president, Bronislaw Ko-
morowski.

A smooth transition in the EU’s
largest emerging economy is ex-
pected after current Sejm speaker,
Ewa Kopacz, was picked to succeed
Mr. Tusk by the center-right coali-
tion government, which has a slim
but reliable majority in the Sejm, or
lower house of parliament.

The president is likely to accept
the cabinet’s resignation on Thurs-
day and appoint her as prime minis-
ter-designate, according to his press
office. She then will have two weeks
to form a new cabinet, which will
have another two weeks to win a
vote of confidence from the Sejm.

Ms. Kopacz, previously health
minister in Mr. Tusk’s cabinet, is set
to become the second woman to
head the government since the col-
lapse of communism in Poland in
1989.

Mr. Tusk has been a towering fig-
ure in Poland’s politics, but he is
leaving with his Civic Platform party
trailing behind the more conserva-
tive Law and Justice party in opin-
ion polls.

The prime minister navigated his
administration as well as his party
through several crises since first
taking office in 2007, surviving with

flexible policies that sometimes con-
tradicted election promises, skillful
public relations and lucky breaks. In
2011, he became the first leader in
recent history to be re-elected.

His successor will inherit a party
stitched together from factions that
often compete internally. A neocon-
servative splinter group left last
year amid conflicts over policy.

The conservative opposition is
led by a combative former prime
minister, Jaroslaw Kaczynski.

The biggest challenges to the
economy will come from abroad.

Data released Tuesday showed
Poland’s exports rising 5.5% in euro
terms in the first seven months of
this year compared with the corre-
sponding period of 2013, driven
mostly by healthy increases in trade
with Germany, the largest partner.

But exports to Russia fell 10.5%
with that expected to accelerate af-
ter the EU and the Kremlin issued
reciprocal sanctions amid the sepa-
ratist conflict in eastern Ukraine,
which the West has said is fanned by
Russia.

Poland relies even more on im-
ports of oil and natural gas from its
eastern neighbor.

Other faces running the Polish
government also will change as a re-
sult of Mr. Tusk’s move to Brussels,
where he will become president of
the European Council, which com-
prises the EU national leaders.

A recent wiretapping scandal put
strains on the image of several cabi-
net members, while Mr. Tusk is tak-
ing with him his most senior minis-
ter, Elzbieta Bienkowska, who will
swap her position as Poland’s infra-
structure minister for a seat in the
European Commission.

BY PATRYK WASILEWSKI
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Major players & benchmarks

Credit derivatives
Spreads on credit derivatives are oneway themarket rates
creditworthiness. Regions that are treading in roughwaters
can see spreads swing toward themaximum—and vice versa.
Indexes beloware for five-year swaps.

Markit iTraxx Indexes SPREADRANGE, in pct. pts.
Mid-spread, sincemost recent roll

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

Europe: 21/1 0.56 102.08% 0.01% 0.81 0.55 0.65

Eur. HighVolatility: 20/1 0.66 101.42 0.01 1.11 0.66 0.81

EuropeCrossover: 21/1 2.30 111.84 0.05 3.11 2.19 2.59

Asia ex-Japan IG: 21/1 0.90 100.47 0.01 1.13 0.90 1.02

Japan: 21/1 0.57 102.03 0.01 0.72 0.57 0.65

Note: Data as of September 8

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

In percentage points
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Source: Markit Group

Behind Asia's deals: Bank revenue rankings, Japan
Behind every IPO, bond offering,merger deal or syndicated loan is one ormore investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

PERCENTAGEOFTOTALREVENUE
Revenue, Equity Debt Mergers&
inmillions share capitalmarkets capitalmarkets acquisitions Loans

Nomura $471 22.5% 68% 21% 11% ...

Mizuho 323 15.5 32 39 8 20%

SumitomoMitsui Financial Group 263 12.6 48 25 13 14

MorganStanley 260 12.5 45 31 24 ...

DaiwaSecurities 222 10.6 63 30 7 ...

GoldmanSachs 101 4.9 47 16 38 ...

BankofAmericaMerrill Lynch 64 3.1 44 34 20 2

Mitsubishi UFJFinancial Group 56 2.7 ... 33 14 53

JPMorgan 43 2.1 18 28 42 12

Source: Dealogic

Tracking
credit
markets &
dealmakers

Dow Jones Industrial Average P/E: 16
LAST: 17013.87 t 97.55, or 0.57%
YEAR TO DATE: s 437.21, or 2.6%
OVER 52WEEKS s 1,822.81, or 12.0%

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

Previous
close, in STOCK PERFORMANCE

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

Lloyds Banking Group PLC United Kingdom Banks 149,996,364 73.25 1.45% -7.1% -4.6%

Novartis AG Switzerland Pharmaceuticals 3,928,745 87.85 0.92 23.4 24.9

Standard Chartered United Kingdom Banks 3,651,769 1,243 0.61 -8.6 -14.6

Diageo United Kingdom Distillers & Vintners 3,207,719 1,829 0.52 -8.6 -7.3

ABB Switzerland Industrial Machinery 13,644,379 21.56 0.47 -8.2 2.9

Banco Bilbao Vizcaya Argn Spain Banks 21,686,113 9.57 -1.57% 8.0 28.1

Banco Santander S.A. Spain Banks 31,093,196 7.75 -1.52 22.7 45.5

INGGroep Netherlands Life Insurance 10,004,668 10.89 -1.27 7.8 27.9

BNPParibas France Banks 2,890,921 53.33 -1.24 -5.9 7.7

Schneider Electric SE France Electrical Components & Equipment 942,164 65.02 -1.11 2.6 5.6

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

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

Barclays 31,579,026 225.90 0.44% -16.9% -24.6%
United Kingdom (Banks)
Vodafone Group 32,624,966 206.25 0.39 -15.9 -5.3
United Kingdom (Mobile Telecommunications)
Sanofi SA 2,548,830 86.10 0.38 11.6 18.1
France (Pharmaceuticals)
GlaxoSmithKline 9,192,664 1,438 0.38 -10.8 -12.3
United Kingdom (Pharmaceuticals)
RocheHolding Part. Cert. 836,899 271.60 0.26 9.0 15.4
Switzerland (Pharmaceuticals)
Rio Tinto 4,326,871 3,224 0.25 -5.4 3.0
United Kingdom (GeneralMining)
AstraZeneca 1,230,909 4,578 0.12 28.1 46.9
United Kingdom (Pharmaceuticals)
Tesco 20,449,422 233.15 0.11 -30.3 -36.5
United Kingdom (Food Retailers &Wholesalers)
Siemens 1,473,938 98.06 0.02 -1.2 11.4
Germany (Diversified Industrials)
Anheuser-Busch InBev 1,265,198 86.34 -0.01 11.8 20.1
Belgium (Brewers)
Reckitt Benckiser Grp 513,576 5,355 -0.09 11.7 22.7
United Kingdom (Nondurable Household Products)
Financiere Richemont 849,346 88.40 -0.11 -0.5 -4.3
Switzerland (Clothing & Accessories)
Deutsche Telekom 5,677,645 11.73 -0.13 -4.7 21.9
Germany (Mobile Telecommunications)
Zurich Insurance Group 234,539 280.20 -0.21 8.4 19.0
Switzerland (Full Line Insurance)
Moet Hennessy Louis Vuitt 536,721 135.95 -0.22 2.5 -1.7
France (Clothing & Accessories)
Allianz SE 804,880 133.30 -0.22 2.3 17.0
Germany (Full Line Insurance)
Bayer 1,193,181 105.35 -0.24 3.3 26.2
Germany (Specialty Chemicals)
HSBCHldgs 12,690,970 660.50 -0.24 -0.3 -5.8
United Kingdom (Banks)
Nestle 2,820,972 71.45 -0.28 9.4 17.3
Switzerland (Food Products)
Telefon L.M. Ericsson B 7,854,045 89.65 -0.33 14.2 2.0
Sweden (Telecommunications Equipment)

Latest,
in local STOCK PERFORMANCE

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

British American Tobacco 1,357,911 3,595 -0.36% 11.0% 8.7%
United Kingdom (Tobacco)
L'Air Liquide 448,414 98.20 -0.39 -4.5 -2.6
France (Commodity Chemicals)
BPPLC 31,743,908 466.85 -0.39 -4.3 5.1
United Kingdom (Integrated Oil & Gas)
BGGrp 3,860,646 1,203 -0.46 -7.3 -1.2
United Kingdom (Integrated Oil & Gas)
National Grid 4,921,524 909.50 -0.55 15.4 23.4
United Kingdom (Multiutilities)
ENI 11,790,604 19.15 -0.57 9.5 10.4
Italy (Integrated Oil & Gas)
BASF 1,944,360 77.49 -0.59 ... 11.7
Germany (Commodity Chemicals)
UBS 7,070,671 16.38 -0.61 -3.2 -13.0
Switzerland (Banks)
Deutsche Bank 5,096,968 26.96 -0.65 -22.3 -22.5
Germany (Banks)
AXA 4,893,648 19.20 -0.65 -5.0 9.6
France (Full Line Insurance)
Unilever 2,250,790 2,710 -0.66 9.2 11.2
United Kingdom (Food Products)
Credit Suisse GroupAG 4,137,828 25.54 -0.66 -6.3 -8.5
Switzerland (Banks)
Total 3,432,644 50.50 -0.67 13.4 19.8
France (Integrated Oil & Gas)
Daimler 2,285,551 64.46 -0.74 2.5 14.8
Germany (Automobiles)
Glencore PLC 24,339,299 366.00 -0.76 17.0 13.9
United Kingdom (GeneralMining)
SAP 1,987,971 60.10 -0.92 -3.5 9.9
Germany (Software)
Royal Dutch Shell A 2,892,641 2,413 -0.99 11.5 17.6
United Kingdom (Integrated Oil & Gas)
Unilever CVA 4,552,896 32.04 -0.99 9.4 13.2
Netherlands (Food Products)
BHPBilliton 7,165,778 1,872 -1.00 0.2 -1.8
United Kingdom (GeneralMining)
Telefonica S.A. 8,727,632 12.25 -1.01 3.5 13.4
Spain (Fixed Line Telecommunications)

Sources: SIX Financial Information

DJIA component stocks
Volume, CHANGE

Stock Symbol inmillions Latest Points Percentage

AT&T T 13.3 $34.60 –0.41 –1.17%
AmExpress AXP 3.3 87.77 –1.16 –1.30
Boeing BA 3.3 128.22 0.24 0.19
Caterpillar CAT 2.3 107.43 –0.48 –0.44
Chevron CVX 5.5 124.92 –1.29 –1.02
CiscoSys CSCO 14.9 24.82 –0.13 –0.50
CocaCola KO 10.0 41.91 0.13 0.31
Disney DIS 3.9 89.56 –1.00 –1.10
DuPont DD 2.4 65.26 –0.10 –0.15
ExxonMobil XOM 6.8 97.33 –0.44 –0.45
GenElec GE 18.4 25.88 –0.20 –0.77
GoldmanSachs GS 2.2 177.40 –2.71 –1.50
HomeDpt HD 7.0 88.93 –1.89 –2.08
Intel INTC 15.5 34.89 –0.44 –1.24
IBM IBM 2.0 189.86 –0.28 –0.15
JPMorgChas JPM 13.0 59.01 –0.88 –1.48
JohnsJohns JNJ 4.5 103.72 –0.33 –0.32
McDonalds MCD 8.3 91.06 –1.44 –1.56
Merck MRK 5.9 60.59 –0.46 –0.76
Microsoft MSFT 35.4 46.70 0.23 0.49
NikeB NKE 3.6 81.83 –0.57 –0.69
Pfizer PFE 16.4 29.14 –0.26 –0.88
ProctGamb PG 4.4 83.01 –0.31 –0.37
3M MMM 1.4 144.39 –0.50 –0.35
TravelersCos TRV 1.4 92.86 –0.41 –0.44
UnitedTech UTX 1.8 108.63 0.03 0.03
UtdHlthGp UNH 3.4 88.51 0.60 0.68
Verizon VZ 11.6 48.86 –0.67 –1.35
VISAClA V 1.4 214.20 –1.57 –0.73

WalMart WMT 4.8 76.72 0.19 0.25

Source: WSJ Market Data Group

Credit-default swaps: European companies
At itsmostbasic, thepricingofcredit-defaultswapsmeasureshowmuchabuyerhastopaytopurchase-and
howmuch a seller demands to sell-protection from default on an issuer's debt. The snapshot below gives a
sensewhichway themarketwasmoving yesterday.

Showing the biggest improvement...
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Alliance Leicester 54 –4 –14 –17

Contl 60 –4 –8 –22

Cr LYONNAIS 55 –2 –6 –18

SocieteGenerale 63 –2 –7 –25

ABElectrolux 69 –2 –2 7

Unilever 25 –1 –1 –2

ONOFin II 36 –1 –1 –8

Gov CoBk Irlnd 159 –3 –9 –25

Inv 55 –1 –1 –1

RENTOKIL INITIAL 64 –1 –3 –10

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Royal Bkof Scotland 81 6 10 –2

LLOYDSBK 60 4 3 –6

ABVolvo 81 3 –3 –11

BkOFSCOTLAND 45 2 1 –1

BarclaysBk 56 2 –2 –13

HSBCBk 44 1 –2 –10

HSBCHldgs 52 1 –1 –10

AngloAmern 109 2 –3 –26

Aviva 63 1 –3 –14

ARDAGHPACKAGINGFIN 396 7 6 –68

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
Europe and Asia. To sign up, go to WSJ.com/Email.

Below, a look at the Dow Jones Stoxx
50, the biggest and best known
companies in Europe, including the U.K.
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Heading towards a balanced budget
German federal government’s budget deficit fell drastically over the past years.

The Wall Street JournalSource: German finance ministry
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German Chancellor Angela Merkel attends the parliamentary debate of a balanced federal budget in Berlin on Monday.

Amid Headwinds, Berlin
Tries to Balance Budget

BERLIN—Parliament here began
debating Germany’s first balanced
federal budget since 1969 on Tues-
day, seven years after the collapse
of Lehman Brothers sent Europe’s
largest economy into a tailspin and
dashed the government’s previous
attempt at balancing its books.

Yet concern is rising in Berlin
that a budget partly meant as an ex-
ample for more profligate members
of the eurozone could, once more,
face last-minute derailment amid
mounting geopolitical risks and
mixed economic signals in Europe’s
growth engine.

German Finance Minister Wolf-
gang Schäuble, outlining the gov-
ernment’s 2015 fiscal plans in par-
liament Tuesday, admitted
conditions had deteriorated since
Chancellor Angela Merkel’s cabinet
of ministers adopted the federal
budget in June.

“The situation today is very
much different from a few weeks
ago,” Mr. Schäuble told lawmakers,
pointing to the situation in Iraq,
Ukraine, the Middle East and Africa.
“In addition, the European economic
environment is deteriorating. Per-
sisting high deficits and big euro-
zone countries’ poor competitive-
ness and economic weakness are
increasingly a burden on the Ger-
man economy.”

German business sentiment has
deteriorated amid the brewing con-
flict in Ukraine and the European
Central Bank cut interest rates and
announced a fresh monetary stimu-
lus last week to bolster persistently
anemic growth in the currency
union. Germany’s economy con-
tracted in the second quarter, and
the government risks missing its
1.8% growth forecast for this year
despite a batch of more upbeat ex-
port and orders data in recent days.

“The German economy isn’t do-
ing as well as forecast,” said Jens-
Oliver Niklasch, economist with
LBBW. “There is still some fiscal
leeway, but it isn’t as big anymore.”

Berlin remains determined to
write budget history. Economists
say it stands a good chance of suc-
ceeding as long as the international
crises don’t deteriorate further and
Germany avoids a sharp recession.

But the government is facing
powerful headwinds. Politically, it
has come under sustained pressure
from neighboring France and Italy,
as well as the International Mone-
tary Fund and the European Com-
mission, to spend more on public in-
vestment.

Influential news magazine Der
Spiegel called the government’s bal-
anced federal budget goal a “fetish”
when Berlin should be using its fis-
cal margin of maneuver to boost
lackluster investment and consump-
tion at home and joining the ECB in
its efforts to prime more robust
growth in the region.

“An investment program for Ger-
many would be an act of European
solidarity,” Der Spiegel wrote in an
editorial published Monday.

Many economists say the gov-
ernment should focus more on im-
proving Germany’s growth pros-
pects and less on fulfilling what has
become a largely political and sym-
bolic budget goal.

“To be honest, this fetish of a
balanced budget isn’t great,” said
ING DiBa economist Carsten Brzeski.
“An investment program to increase
structural growth is in Germany’s
own interest, regardless of what
France and Italy are calling for.”

Mr. Schäuble stressed Tuesday
that investing more public money
wouldn’t help generate long-term,
sustainable growth and jobs. In-
stead, Berlin was eager to encourage
more private investment, he said.

The fundamentals of Germany’s

economy remain robust. Its strong
labor market with a jobless rate of
around 5% and growing income tax
revenues helped Germany post a
public-sector surplus—including the
federal government, the federal
states and the social-security sys-
tem—of 1.1% of gross domestic
product during the first six months
of the year. The federal government
alone achieved its first first-half
surplus since 1991.

Help has come in part from the
ECB in Frankfurt. The central bank’s
interest rate cuts so far this year
mean the government should spend
much less than the €27.6 billion
($35.6 billion) it has earmarked for
debt-servicing costs in 2014, fore-
casters say.

Despite this, this year’s federal
budget is already slipping. Fiscal ex-
perts in Mr. Schäuble’s own party
admit that Berlin faces unscheduled
spending of up to €1.5 billion on top
of the €6.5 billion deficit penciled
into the 2014 budget.

The fiscal slippage so far this
year and economists’ warnings
about political risks aren’t all bad
news for Mr. Schäuble. They have
provided him and his allies in par-
liament with a strong argument to
fend off international calls for more
spending.

“We haven’t reached our goal
yet,” said lawmaker Norbert Barthle,
the main parliamentary budget ex-
port for Mr. Schäuble’s conservative
party. “We have no new spending
leeway for this year or next.”

BY ANDREA THOMAS

German Firms Feel Fallout
From Sanctions on Russia

BERLIN—German midsize busi-
nesses warned Tuesday that Euro-
pean sanctions against Russia could
cost them precious market share to
companies in Asia.

Many so-called Mittelstand com-
panies—the small-scale yet highly
competitive companies that form
the backbone of Germany’s econ-
omy—are preparing to slash jobs
and investment in Russia in the
wake of the Ukraine crisis, a lobby
group representing German-Russian
business relations said.

“China is the distinct benefi-
ciary” of Europe’s sanctions policy
toward Russia, said Rainer Seele,
president of the German-Russian
Foreign Chamber of Commerce AHK,
adding that sanctions were threat-
ening long-standing economic ties
between Germany and Russia.

Based on a new survey of Ger-
man businesses operating in Russia,
the AHK lobby group said Mittel-
stand companies were being hit
badly by the fallout from sanctions,
particularly in the industrial manu-
facturing sector.

Russian clients were putting or-
ders on hold or turning to China,
South Korea or Japan for products
such as high-tech machinery and en-
gineering systems, it said. The sur-
vey found 11% of German businesses
in Russia noticed their Russian part-
ners were pivoting toward Asia,
while a third said Russian associates
are “cautious” toward the German
companies polled.

The current European Union ban
on exports of some dual-use ma-
chinery and goods to Russian cus-
tomers, as well as financial sanc-
tions, a drop in the ruble and a
credit crunch in Russia, are also
weakening confidence, the AHK
said. More than 70% of companies
deem the economic situation in Rus-
sia as “recessive” or “bad,” and the
AHK predicts that trade between
Germany and Russia will drop to
€65 billion in 2014 ($84 billion)
from €75 billion a year earlier.

Products made by farm machin-
ery company Grimme Landm-
aschinenfabrik GmbH & Co. KG face
dual-use restrictions as they could
be installed in military vehicles and
need the green light from the Ger-
man authorities for export to Rus-
sia.

“Our customers only have two
months for the harvest and quickly
need spare parts for agricultural
machines—every delay is painful,”
said Jürgen Feld, head of marketing

for the Lower Saxony-based com-
pany.

“At the moment we’re getting off
lightly, but it will get difficult for us
if the sanctions last for long,” Mr.
Feld said, adding the company gen-
erates about 10% of its earnings in
Russia.

The survey said 58% of compa-
nies felt the crisis in Ukraine was
weighing on their day-to-day busi-
ness, and a fifth said they would
have to cut jobs in Russia barring an
improvement in the economic situa-
tion. The survey polled 272 German
companies of different sizes operat-
ing in Russia from Aug. 1 to Aug. 31.

The findings echo a study of 700
Mittelstand companies by Ernst &
Young LLP last month that found
about one in five industrial and
commercial Mittelstand businesses
had experienced “negative impacts”
because of the Ukraine crisis. The
accounting firm warned Ukraine-re-
lated uncertainty was increasingly
“costing trust and putting the
brakes on investment” for the Mit-
telstand.

The companies polled by AHK
took a dim view on the political effi-
cacy of sanctions, with 78% judging
them not to be effective. The Ger-
man government has maintained its
support for sanctions.

Polls indicate voters more
broadly support the government’s
line: more than half of Germans
back stronger economic sanctions
against Russia, even if that means
Germany’s economy will suffer, ac-
cording to a recent survey by re-
search institute Forschungsgruppe
Wahlen for broadcaster ZDF.

The survey of 1,179 people also
found 72% of Germans were “very
worried” about Russian President
Vladimir Putin’s policies. The poll
was conducted between Sept. 2-4
and has a margin of error of plus or
minus three percentage points.

While German Chancellor Angela
Merkel favors a diplomatic solution
to the Ukraine crisis and has
broached the idea of loosening eco-
nomic sanctions against Russia
eventually, she insists Moscow must
first show concrete evidence that it
is supporting the peace plan for
war-torn eastern Ukraine agreed by
negotiators last week.

“We want to see actions. The
plan alone isn’t enough. When it’s
implemented, then we can talk
about lifting sanctions,” Ms. Merkel
said early Tuesday in an interview
with RBB-Inforadio.

—Christian Grimm
contributed to this article.

BY HARRIET TORRY

Norway to Rent Dutch Jail Cells

OSLO—Norway plans for con-
victs to serve their time in Dutch
prisons amid a lack of domestic de-
tention capacity, after Sweden re-
cently declined a similar request,
the Norwegian government said.

“We inherited a challenging situ-
ation from the [previous] govern-
ment,” Norway’s Minister of Justice
and Public Security Anders Anund-
sen said late Monday.

“To achieve a much-needed ex-
pansion of prison capacity in the
short term, we’ve started talks with
Dutch authorities on renting prison
capacity in the Netherlands,” he
said.

The Dutch government said it
reached a preliminary agreement
with Norway regarding the leasing

of some of its excess detention ca-
pacity. It said Norwegian rules
would have to apply and a Norwe-
gian prison governor would preside
over the prisoners.

The two countries must conclude
a treaty to begin such cooperation,
which has been done before, the
Dutch government said. About 550
Belgian prisoners served their sen-
tences in the Dutch Tilburg Peniten-
tiary following a 2009 treaty be-
tween the Netherlands and Belgium.

Sweden earlier this year declined
a request from Norway to lease
prison capacity, as Swedish law
doesn’t permit such cooperation.

Convicts in Norway often have to
wait for detention capacity to be-
come available, with 1,300 people
currently waiting to serve their sen-
tences.

BY KJETIL MALKENES HOVLAND
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I’m Awake, So Why Aren’t You?
Couples Who Keep Different Sleep Schedules Can Expect Conflict—and Learn to Cope

T.J. Roberts is an early-to-bed,
early-to-rise kind of guy. Often,
he’s in bed by 9 p.m. and up be-
fore dawn to hike, run or go fish-
ing.

His wife, Morgan, often stays
up working past midnight on
weekdays. Then she hits snooze
repeatedly until 7:40, when she

crawls out of
bed to get the
children to
school. On

weekends, she sleeps until 11.
(Now that she is expecting the
couple’s third child, she says this
remains her pattern, unless she is
too tired to stay up late.)

Over the years, Mr. Roberts has
developed a series of strategies
for getting his wife out of bed ear-
lier. He’ll yank the pillow out from
under her head, set a cup of
freshly-brewed coffee on her
nightstand, yell from the kitchen
to ask if she wants chocolate chips
in her pancakes and even tell their
4-year-old, “Mommy really wants
to be tickled right now.”

If all else fails (and only when
she isn’t expecting), he does “the
steamroller”: He gets on top of
her and rolls from side to side un-
til she gets up. “She’s my best
friend,” says Mr. Roberts. “When I
go hiking or fishing, I would love
to have her come with me.”

Many studies have found mar-
ried people generally have health-
ier sleep than single people, with
fewer problems like insomnia. Ex-
perts think couples tend to have
more stable sleep-wake routines
and help co-regulate each other.

But what about couples with
out-of-sync sleep schedules? Re-
searchers found spouses who go
to bed at different times report
significantly less relationship sat-
isfaction than those on the same
schedule. They have more conflict,
spend less time in shared activi-
ties and serious conversation, and
have sex less frequently than cou-
ples with similar sleeping sched-
ules.

Which comes first, though—
mismatched sleep, or poor rela-
tionship quality? The answer
might depend on whether you are
a man or a woman.

In a 2010 study, published in
the journal Psychosomatic Medi-
cine, University of Pittsburgh re-
searchers followed 29 heterosex-
ual couples for a week, looking at
their sleep quality at night and
their relationship satisfaction in
the day. The couples kept sleep di-
aries and wore motion-sensitive
wrist devices, and they assessed
interactions with their spouses up
to 6 times a day using digital
palm devices.

The researchers found men re-
ported more relationship satisfac-
tion after a night of sleeping well,
while women slept better at night
after a day of reporting higher re-
lationship satisfaction. Also,
women reported less relationship
satisfaction after a night when
they and their partner went to
bed at different times. “Women
are more sensitive to the highs
and lows of relationships, so
women show a link between rela-
tionship functioning and sleep,”
says Wendy Troxel, a clinical psy-
chologist, behavioral and social
scientist at Rand Corp. and a co-

author of the study. “For men,
sleep has an effect on their func-
tioning, so that affects their rela-
tionships.”

In a yet-to-be-published study,
Dr. Troxel and colleagues found
that when women reported higher
relationship satisfaction, they
were more likely to have been
asleep at the same time as their
partner the night before, almost
down to the minute. This effect
wasn’t true for men.

The findings beg a question: If
you and your partner sleep at dif-
ferent times, should you try to
sync up?

Experts say partners often
share the same sleep pattern. Peo-
ple tend to pair up with others on
the same schedule, perhaps as a
matter of opportunity: Early birds
aren’t often in bars after mid-
night, nor are many night owls in
the gym at dawn. The tendency to
share sleep schedules is indepen-
dent of the length of the relation-
ship—meaning it isn’t as if one
partner adjusts to be like the
other.

In fact, it really isn’t easy to
change your innate sleep rhythm,
experts say. Circadian preferences
are genetically driven, in part, so
change would be stressful for both
the individual and the relation-

ship—and very difficult to accom-
plish without professional help, if
you are at one extreme or the
other. Most of us can adjust our
sleep a bit based on need, such as
to get up early for work. But this
doesn’t mean we’ll get the optimal
amount of sleep.

Couples who have mismatched
sleep schedules—and a lot of
problem-solving skills—can
achieve relationship satisfaction,
research has found.

If differing sleep patterns are a
source of conflict, partners can
start by asking whether simple
steps, like minimizing noise and
light while the other is asleep, will
help. Experts offer a surprising
next step: Try sleeping separately.

But first, Dr. Troxel cautions,
be sure to have a conversation
about why you think this might be
best. “Some couples end up sleep-
ing apart out of desperation, be-
cause one partner is not sleeping
at all. But there is no conversation
involved,” she says. “When that
happens, the other partner may
feel abandoned.” Base your deci-
sion on what works best for you
as a couple, not what family mem-
bers or friends think.

Dr. Troxel says it is important
to discuss physical intimacy and
plan how you will avoid losing it,

if you decide to sleep apart. “It’s
the time that you are awake to-
gether in bed that might be more
important than the time you are
asleep,” she says.

Remember that cuddling and
pillow talk are important. “Don’t
sacrifice the quality couple time
before bed,” Dr. Troxel says. Many
couples find time in bed is the
only time they have to talk alone.
Come up with a plan for when
you’ll spend time together in bed,
including when you’ll have sex.
Physical closeness, even without
sex, stimulates the hormone oxy-
tocin, which reduces stress and
promotes bonding. So go to bed
together once in awhile, even if
just to catch up and be together.

After one too many 7 a.m. pan-
cake breakfasts, Ms. Roberts pro-
posed a compromise: On Satur-
days, her husband gets to wake up
early and do whatever he wants.
Often, he takes a long hike and
then runs errands. She gets up
with the children, and the family
eats lunch together at their home
in Southbury, Conn.

On Sundays, Ms. Roberts sleeps
late. Her husband gets up early
but stays home to take care of the
children. “I get to come down-
stairs whenever I see fit,” says
Ms. Roberts, 30, a children’s-cloth-

ing designer. Typically, she ap-
pears around noon.

The couple says they sleep
apart most nights, she in the bed-
room, he on the family-room
couch. Ms. Roberts hated waking
her husband up when she came to
bed late. “And I just couldn’t deal
with his alarm going off at 5 a.m.
and him rummaging with every-
thing,” she says.

“My background tells me that’s
wrong to do,” says Mr. Roberts,
36, a high school special-educa-
tion teacher. “But the way our day
and personalities work, things just
work out better.” They say their
sex life is active and spontaneous.
“Whatever, whenever,” Ms. Rob-
erts says.

The spouses say they feel they
balance each other out. Mr. Rob-
erts says he has become more
flexible, and Ms. Roberts says she
has become more productive.

“If I married someone who was
not a morning person, I think I
would be half as productive,” she
said. “I would never get up to
catch the sunrise or be at the
beach in the morning.”

Write to Elizabeth Bernstein at
elizabeth.bernstein@wsj.com or
follow her column on Facebook
and Twitter at EBernsteinWSJ.

BY ELIZABETH BERNSTEIN

SundayMorning Compromise
Morgan and T.J. Roberts, right, sleep
on different schedules. On Sundays,
Mr. Roberts gets up early with the
children, Soleil, age 6, and Kingston,
age 4, whomay try to wake upMom,
top left. They pick herbs, above, make
pancakes, left, and the family eats
breakfast around 11 a.m. at home in
Southbury, Conn.

Dueling Routines
Most weekdays,Ms. Roberts stays up late and sleeps until
about 7:40.Mr. Roberts is early to bed, early to rise.

Ms. Roberts Mr. Roberts
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Outside Objects
Downed MH17

Investigators probing the down-
ing of Malaysia Airlines Flight 17
over eastern Ukraine said high-en-
ergy objects struck the Boeing Co.
777 and caused it to break apart in
midair, consistent with the now
widely held view the plane was
brought down by a sophisticated an-
tiaircraft weapon.

Such a weapon would have deto-
nated near the plane, showering it
with shrapnel at close range, but the
investigators’ preliminary report
came to few new conclusions, other
than definitively stating the plane
was shot down.

With little access to the crash
site, investigators relied on analysis
of the plane’s data and cockpit re-
corders, photographs of the wreck-
age and other external sources. In-
vestigators wrote that they found no
technical faults with the plane, and
no sign the pilots sent a distress
call.

What is still unknown—and what
aircraft accident investigators won’t
be able to clear up—is who fired the
missile. Ukraine has accused Rus-
sian-backed militants operating in
the area, while rebels have sug-
gested Ukrainian forces were re-
sponsible. The investigators didn’t
find any Ukrainian fighter planes in
the area to fire such a missile.

Separate from the air-accident
investigation, Dutch officials have
opened a criminal investigation into
the crash, which killed all 298 pas-
sengers and crew aboard, including
193 Dutch citizens. Dutch prosecu-
tors are gathering evidence and
hope to file criminal charges in
Dutch courts.

Heavy fighting in the area of the
crash site and sometimes uncooper-
ative rebels holding the territory
kept investigators mostly away from
the debris and other forensic evi-
dence crucial for such a probe.
Rebel forces failed to seal off the
site in the immediate aftermath of
the crash. Their early, haphazard ef-
forts recovering bodies, picking
through wreckage and allowing un-
fettered access to the site to jour-
nalists and others all would have
degraded the value of any detailed
forensic analysis.

Still, investigators tried several
times to gain access to the crash.
Those efforts were repeatedly
aborted for security reasons.

Instead of access to the wreckage
itself, investigators said they relied
heavily on photographs taken by
Ukrainian and Malaysian counter-
parts in reaching their preliminary

findings. The Ukrainian photos were
taken during “a number of short vis-
its to the site” over the first four
days following the jet’s downing.

Investigators also used a report
prepared by a small Malaysian in-
vestigative team that gained access
to the site before the Dutch govern-
ment was given primary responsibil-
ity for the probe.

The Dutch Safety Board took the
lead role in the probe because of the
large number of Dutch citizens
killed. It still intends to visit the site
of the wreckage “whenever it is pos-
sible to safely conduct further inves-
tigation,” according to the report.

Investigators did have possession
of the plane’s black boxes—devices
used to record and store data and
cockpit information—and were able
to analyze a host of external infor-
mation, including radio communica-
tion, radar and other flight data.

The 34-page report is the first
official publication on the cause of
the tragedy. The probe also involves
representatives from the U.S., U.K.
and International Civil Aviation Or-
ganization.

The pilots’ last communication
with air-traffic controls, involving
routine acknowledgment of a route
change, occurred just a few seconds
before the onboard recorders
stopped working.

The Boeing 777 was brought
down on July 17 while flying at
33,000 feet from Amsterdam to
Kuala Lumpur. The report says three
other jetliners flew over the same
general airspace around the time
Flight 17 went down, but those
crews weren’t able to provide inves-
tigators with relevant information.

Details of air-traffic control
transmissions reveal that personnel
at a Ukraine radar facility tried in
vain for some 16 minutes to contact
Flight 17. Russian controllers had ex-
pected the plane to contact them via
radio just as its crew stopped com-
municating. Checking radar images,
a Russian controller told a Ukrainian
counterpart: “It seems that its tar-
get started falling apart.” Then the
Russian controller said, “we see
nothing.”

Oleg Storchevoi, deputy head of
Rosaviatsia, Russia’s air-safety regu-
lator, told state television Tuesday
that investigators would need to do
more work to ascertain the cause of
the crash and said the probe had
lost valuable time.

Separatist leaders reiterated
Tuesday their denials of any in-
volvement in the crash.

—Margaret Coker
and Gregory L. White

contributed to this article.

BY ROBERT WALL
AND ANDY PASZTOR

A photo from the Dutch report shows Flight 17’s structural damage.
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The Mile Is Making a Comeback
It took Taylor Gilland less than

four minutes this February to run a
mile, earning him membership in
one of sport’s most-elite clubs.

The feat made Gilland, an analyst
at Blackstone Group, the athletic
star of the private-equity firm
where marathon and triathlon ac-
complishments are too common-
place to warrant much attention.

By running the mile in 3 minutes
and 58 seconds, the 23-year old
proved that distance isn’t the only
measure of respect for the weekend
warrior. Amid an endurance-athlet-
ics arms race that has pushed com-
petitive distances to beyond 100
miles, an antithetical question is
gaining force: How fast can you run
one mile?

The mile is making a comeback.
Since 1999, the number of mile-
length road races in the U.S. has
more than doubled to 700, accord-
ing to Bring Back the Mile, an orga-
nization devoted to promoting the
distance that once made famous
Roger Bannister, the first man to
run a sub-four-minute mile, and Jim
Ryun, the first high-school athlete
to do so. This Saturday’s Fifth Ave-
nue Mile, a New York Road Runners
event, will host a field of 5,000, up
from 52 at its 1981 debut.

Signing up for these races are
newcomers to running, children, re-
tired marathoners and others eager
to cross a finish line in minutes
rather than hours. Until he ran last
year’s Fifth Avenue Mile, the pride
of Michael Mooney’s running career
was a marathon he ran 30 years ago
and finished in two hours and
thirty-six minutes. At last year’s
Fifth Avenue race he won the 55- to
59-year-old age group with a time of
5:01.

“Most certainly, my mile time ex-
ceeds all personal efforts to this
point,” says Mooney a 58-year old
former pharmaceutical salesman. At
this Saturday’s Fifth Avenue,
Mooney hopes to break five min-
utes.

Amateur runners have been
flocking to longer races for decades.
Enrollment in triathlons, half mara-
thons and marathons has more than
doubled since 1990, according to
Running USA, a nonprofit organiza-
tion dedicated to distance running.

The more-is-better school of ex-
ercise would hold that a single mile
offers skimpy health benefits com-
pared with the 26.2 miles that mar-
athoners traverse. But, a research
paper published in July in the
Journal of the American College of
Cardiology, says milers enjoy the
same mortality-fighting benefits as
marathoners.

The study of 55,137 adults over
a 15-year period found that those
who ran less than an hour a week
lived longer, as did those who ran
more than three hours a week.
Both groups on average lived three
years longer than non-runners.

A small, but growing body of re-
search suggests that the benefits of
endurance athletics may eventually
diminish or disappear for longtime
practitioners.

Evidence is also mounting that

short bursts of intense exercise may
produce fitness benefits equal to
that of sustained endurance work-
outs. A 30 minute workout of 10
minute intervals of intense exercise
and recovery “has been shown to
improve aerobic capacity, skeletal
muscle oxidative capacity, exercise
tolerance and markers of disease
risk,” said a review of exercise re-
search. The review was published
this year in the journal Applied
Physiology, Nutrition and Metabo-
lism.

That’s good news for people who
don’t have time to train for mara-
thons. As a new-hire at Blackstone,
Gilland works far more than a 40-
hour week, often leaving him with
about a half an hour a day to exer-
cise.

He makes the most of it, some-
times running 4 miles on the streets
at a 5:30 pace, other times hitting
the track to sprint shorter distances.
He also runs stairs, swims, lifts
weights and does yoga. Training for
a fast mile requires lung-bursting
sprints.

“It is way more painful than
marathon training,” says Marissa
Isang Smith, 27, who hopes to break
five minutes and win her age group
at this year’s Fifth Avenue Mile. Last

year she finished sixth in her age
group with a time of 5:21.

In a nation where the mara-
thoner long ago became the model
for runners, the revival of the mile
gives public health officials hope for
getting more Americans on their
feet, especially children.

At this year’s running of the
three-year-old Liberty Mile in Pitts-
burgh, children accounted for 219 of
856 total runners. In the past five
years, the American Running Associ-
ation has persuaded schools in 25
states to launch mile runs.

“We’re proving to PE teachers
that even kindergarten children can
run a mile,” says Dave Watts, execu-
tive direction of the association, a
nonprofit public-health agency.

The mile also offers children an
early chance to discover their abili-
ties. At last month’s Liberty Mile,
52-year-old Richard Loeffler started
out thinking that he would pace his
9-year-old son, Barron—who fin-
ished in a speedy 6:55. “I think I
wound up holding him back,” says
Loeffler.

As a competitive distance, the
mile went into decline in the 1980s
when U.S. high schools began run-
ning 1,600 meters—nine meters
short of a mile.

Aiding the comeback of the mile
is that America never made a transi-
tion to the metric system. Only 425
American men have run sub-4-min-
ute miles.

The appeal of that achievement
isn’t lost on elite marathoners, in-
cluding Olympic medalist Meb Ke-
flezighi, winner of this year’s Boston
Marathon.

“If the right opportunity [to race
the mile] comes along at the right
time, he would jump at it,” says
Merhawi Keflezighi, the mara-
thoner’s brother and manager.

Amid a rise in the number of 5-
kilometer races, the public tends to
know only what constitutes a fast
mile and a fast marathon.

“Even when you run a marathon,
people ask, ‘What was your per-mile
pace?’ ” says Todd Straka, a 47-year-
old runner in Boulder, Colo., who is
prouder of his fastest mile at 4:27,
than his fastest marathon.

Chris Pasko, Gilland’s boss at
Blackstone, ran the 3,000 meters in
college. “But the only question peo-
ple ask me is what my mile time
was,” he says.

Mile races can also be kinder to
spectators. “It doesn’t take your
whole day,” says Loeffler, the Pitts-
burgh runner.

BY KEVIN HELLIKER

Michael Mooney, right, hits the finish line to win the 55- to 59-year-old event at the Fifth Avenue Mile Race in 2013.
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It’s good news for people
who don’t have time to
train for marathons.

Schumacher Out of Hospital
To the Delight of His Fans

More than eight months after he
suffered life-threatening head injuries,
former Formula One racing champion
Michael Schumacher left the hospital
to continue recovery at his Swiss
home in Gland, near Geneva.

“Considering the severe injuries he
suffered, progress has been made in
the past weeks and months,” Schu-
macher’s spokeswoman, Sabine
Kehm, said in a news release. “There
is still, however, a long and difficult
road ahead.”

The retired German racing star
suffered a severe head trauma fol-
lowing an accident when he was ski-
ing off-piste near the luxury resort of
Méribel in the French Alps on Dec.
29 last year.

He had slammed his head on a
rock and was airlifted to a hospital in
the nearby town of Moutiers before
being transferred to a larger hospital
in Grenoble as the extent of his inju-
ries became clear.

Schumacher underwent brain sur-
gery twice, was subsequently kept in
an induced medical coma before
gradually waking up. He was then
transferred to a hospital in the Swiss
city of Lausanne in June to continue
his rehabilitation.

The news of his return home trig-
gered an outpouring of joy from his
fans and the motor-racing world in
the social media. Supporters have
sent messages with #KeepFighting-
Michael via Twitter for months.

Schumacher, the eldest son of a
working-class family from outside
Cologne, broke every major record in
Formula One. Between his debut in
1991 and his retirement in 2012, he
won seven world titles, including five
straight from 2000 to 2004. He won
91 races in all, 40 more than anyone
else in the history of the sport.

—Andrea Thomas

Champions League Money
Expected to Rise Next Year

Europe’s top soccer clubs can
bank on getting more Champions
League prize money for the next
three years.

UEFA marketing officials told
European Club Association members
on Tuesday to expect a 30% raise in
Champions League revenues for the
2015-18 commercial sales cycle.

Currently, the competition earns
€1.34 billion ($1.73 billion) annually
from broadcasters and sponsors—
valuing the new deal at about €1.75
billion each year.

The 32 clubs in the group stage
currently share more than €900 mil-
lion in UEFA prize money. Real
Madrid’s €57.4 million share was the
biggest last season.

—Associated Press

HEARD ON
THE PITCH

Agence France-Presse/Getty Images

Michael Schumacher in 2012
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Business & Finance

n Google opened its European
tour to discuss the continent’s
right to be forgotten with its
executive chairman saying the
company is seeking balance. 15

n Europe was slow to embrace
real-estate investment trusts,
but a record surge in fundrais-
ing is providing a boost to the
region’s recovering commer-
cial-property market. 15

n EU antitrust authorities ap-
proved a Spanish deal between
Cemex of Mexico and Switzer-
land’s Holcim, the last of three
linked transactions between
the cement giants under scru-
tiny in Brussels. 16

n A European business group
is backing China’s effort to
loosen Western car makers’ grip
on spare-parts sales there. 17

n France’s CMA CGM has
formed an alliance with China
Shipping Container Lines and
United Arab Shipping to share
vessels on some of the world’s
busiest trade routes. 18

n The U.S. Fed plans to hit the
largest U.S. banks with a costly
requirement aimed at reducing
the risk that some financial
firms remain “too big to fail.” 21

n France’s antitrust watchdog
has opened an investigation
into GDF Suez after finding ev-
idence the utility might have
abused its dominant position
in the French gas market. 18

i i i
World-Wide

n Russia urged Ukraine to
open talks with rebels on the
status of two regions partially
held by separatists, a thorny is-
sue even as a cease-fire
seemed to be holding. 5

n Germany had planned its first
balanced budget since 1969 but,
as parliament begins to debate
the plan, the souring economic
environment has made balancing
the books more difficult. 4

n Iraq’s fragile new govern-
ment could break apart if it fails
to quickly meet the demands of
the Sunni minority that reluc-
tantly threw its support behind
the Shiite prime minister. 9

n A strong majority of Ameri-
cans say the U.S. should take
military action against ISIS, a
new Wall Street Journal/NBC
News poll finds, with most
backing airstrikes. 6

n China began deploying 700
soldiers to a U.N. peacekeeping
force in South Sudan to help
guard embattled oil fields and
protect Chinese workers. 8

n House Republicans said
they were coalescing around a
short-term reauthorization of
the agency that helps U.S. busi-
nesses sell goods overseas. 7

n Norway plans for convicts to
serve their time in Dutch pris-
ons amid a lack of domestic ca-
pacity, after Sweden recently
declined a similar request. 4
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India Navigates Complex
Ties Among Asia Giants

harbor an “18th-century
expansionist mind-set.”

In fact, Mr. Modi is more
interested in copying China than
trying to contain it. He came to
power promising manufacturing
jobs, high-speed trains and
“smart” cities. It’s a version of the
Chinese economic model
transported to the Indian
subcontinent, one that prioritizes
urban infrastructure to propel
growth and generate employment.

Mr. Modi’s management style
is also familiar to anybody who
follows China. In his home state of
Gujarat, he gained a reputation as
an economic reformer with an
authoritarian streak who got
things done. Chinese investors,
put off by red tape elsewhere in
India, flocked to Gujarat.

There’s a problem, too, in the
argument that India and Japan as
large Asian democracies are
natural allies against Communist-
ruled China. It overlooks the
equally striking similarities
between India and China as the
world’s two largest developing
nations. That pits them against
industrialized countries on many
issues from international trade to
climate change.

Even on important political
principles, India and China
sometimes find themselves on the
same side of the fence.

For domestic reasons (India’s
separatist insurgency in the
disputed territory of Kashmir;
China’s long-standing fears of
foreign meddling in Xinjiang and
Tibet) both oppose any erosion of
the principle of national
sovereignty.

“Mr. Modi is a clever
statesman,” says Eswar Prasad, a
professor at Cornell University. He
says Mr. Modi recognizes that
China wants to build stronger
economic ties with India as a way
to neutralize a powerful neighbor
that could stand in the way of its
expanding sphere of influence in
Asia. Japan, meanwhile, wishes
for closer relations with India to
contain China’s growing clout.

Capitalizing on those
competing desires, says Mr.
Prasad, “will require some deft
balancing but, barring the
escalation of regional tensions

that might force India to choose
one side over the other, India has
enough to offer both countries.”

There’s plenty of room, to be
sure, for an all-round expansion of
economic relations. Japan lags far
behind China in trade with India.
Meanwhile, China’s investment in
India is minuscule in comparison
to Japan’s. Japanese companies
like Suzuki Motors, Mitsubishi
Heavy Industries and Toshiba
have invested heavily in the Delhi-
Mumbai Industrial Corridor.

How all this pans out will
depend, in part, on the personal
politics among the three leaders.
Despite the body language in
Kyoto, Mr. Modi is in some ways
the odd man out. Mr. Abe and Mr.
Xi are both descended from
political aristocracy: Mr. Abe’s
maternal grandfather was a
postwar prime minister; Mr. Xi’s
father was a revolutionary-era
hero. Mr. Modi, by contrast, is an
outsider—the low-caste son of a
tea merchant who took on the
establishment and won. He’ll need
the skills that propelled his rise to
navigate the treacherous politics
of East Asia.

BEIJING—India and Japan are
both embroiled in territorial
disputes with China. Both view
the growing economic and
military heft of their neighbor

with apprehension.
And both are
looking for ways to
enhance their
security.

So when India’s
new Prime
Minister Narendra

Modi and his Japanese
counterpart Shinzo Abe gave each
other a bear hug in Kyoto, it was
tempting to read into the gesture
something more than just a warm
personal chemistry.

Many saw it also as a strategic
embrace, one aimed at encircling
China from the Indian Ocean to
the Western Pacific.

Tempting—but simplistic. The
dynamics of the relationship
between India, Japan and China,
three Asian giants—are immensely
complex. And this complexity is
serving Mr. Modi well in his first
months in office.

Playing Japan and China
against each other will be one of
the big opportunities of his tenure
in office. If he gets it right, he
could end up with the investment
he desperately needs to succeed,
as well as the additional security
that India craves.

So far, he’s making the right
moves. He came away last week
from Japan, his first overseas visit
to a major country as prime
minister, with a pledge of almost
$35 billion in investment over five
years and an enhanced “special”
strategic and global partnership
between India and Japan.

That could translate into sales
of Japanese military technology
for a country that has the only
active land-border dispute with
China.

Later this month, Mr. Modi will
host Chinese President Xi Jinping
in New Delhi. Expect eye-catching
investment proposals from the
Chinese side, too. When they met
a few weeks ago at a summit of
Brics countries—Brazil, Russia,
India, China and South Africa—
Mr. Xi told Mr. Modi that “China
and India are long-lasting
strategic and cooperative
partners, rather than rivals,” the
Xinhua news agency reported.

Japan and China are jockeying
to upgrade India’s dilapidated
railway network. Japan is offering
its bullet-train technology; China
its own high-speed system.

It’s true that Mr. Abe and Mr.
Modi have a lot in common. They
are strong nationalists, each with
a vision of economic renewal for
their countries that gave them
landslide election victories. And
they get along as well as any two
statesmen in the world. Mr. Modi
is one of only four people whom
Mr. Abe follows on Twitter.

But that won’t necessarily
result in an anti-Beijing axis on
China’s two flanks, even though
Mr. Modi took a veiled swipe at
China by criticizing countries that

CHINA’SWORLD | By Andrew Browne

Narendra Modi, right, and Shinzo Abe warmly embraced in Kyoto on Aug. 30.
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OFF THE WALL

Carwashes Feed Germans’ Love of Autos

Eric Wulf has seen lots of car-
washes but none like the Mr.
Wash here.

“This thing will stand forever,”
the chief executive of the Interna-
tional Carwash Association recalls
thinking while on a trip from Chi-
cago. “There’s more concrete and
steel here than at 10 carwashes in
the U.S.”

The two-story structure needs
to be strong because it can wash
over half a million cars annually.
America’s biggest carwashes han-
dle around 200,000 cars, Mr. Wulf
says.

On Mr. Wash’s upper level, ma-
chines slather a car’s outsides.
Then an army of smiling staff at-
tack lingering water streaks and
interior dirt. Extra buffing lines
will open soon. On the lower level,
fastidious customers can continue
cleaning with free vacuum hoses,
compressed-air guns and special
machines to wash floor mats.

“It’s not polite to talk about
yourself, but I haven’t seen any-
thing like it,” says Mr. Wash Chief
Executive Richard Enning. A few of
his 32 other outlets are almost as
big.

Germans love cars. They also
tend to like things tidy. Now
they’re building temples to clean
cars.

The Stuttgart Mr. Wash is prob-
ably the world’s busiest and most
expensive carwash. It cost roughly
$40 million to build five years ago
and employs about 40 people on a
busy day for cleaning. Drivers can
also tank up or get an oil change.

Mr. Enning wants Mr. Wash to
be the spot for a spotless car in
Stuttgart, the hometown of Mer-
cedes-Benz and Porsche. From afar,
the orange structure with curved
silver protrusions resembles a
glitzy shopping
mall or some
sort of space-
ship.

“A high-
class hotel also
thinks about
the architec-
ture,” says Mr.
Enning, whose
father opened
one of Ger-
many’s first
carwashes in
1964.

Inside, classy
touches include
a man in white gloves who directs
drivers to conveyor belts for ro-
botic sudsing. After that, patrons
can sip complimentary coffee amid
potted plants and the strains of
classical music while teams polish
and vacuum. Staff are even in-
structed on how to fold and refold
wiping cloths so dirt doesn’t move
from one surface to another.

“We like to provide the feeling
of getting a new car out of the fac-
tory,” said branch manager Robert
Kerbler as a tan Skoda wagon
rolled off the line. “A clean car
puts you in a good mood.”

Few things make serious Ger-
man drivers smile like inching
through a foam bath and undulat-
ing scrubbers, said Mr. Kerbler
while watching machines turn a
black Audi white with soap.
“Sometimes I come and just look
at customers’ faces as they go
through.”

Visits start at €6 ($7.77) and
can top €20. Competition among
thousands of smaller carwashes

countrywide keeps the price of a
basic cleaning low and means May-
bach drivers aren’t the only Ger-
mans addicted to carwashing.

“It’s not a class thing,” said
Jens Böhnlein, while washing his
girlfriend’s Mini at the buzzing Mr.
Wash in Frankfurt on a summer
Saturday. The day before he
washed his company-issued Audi.
“Look around—it’s all shiny cars on
the road.”

Josef Marine, washing his black
BMW nearby, said he knows people
who come every few days. “There’s
nothing to do on a Saturday,”
shrugged Mr. Marine, who said he
only washes his car weekly.

Germany’s neighbors manage to
find distractions. “In France, we al-
most never wash our cars,” says
Dominique Fouda, a Bordeaux na-
tive who lives in Cologne. “German

carwashes are
a phenomenon
unto them-
selves.”

They also
get a boost
from authori-
ties who
strictly enforce
bans on home-
washing aimed
at conserving
water and pre-
venting pollu-
tion from de-
tergents.
Drivers with a

more French attitude can receive
notes from neighbors urging clean-
liness.

Best Carwash, an upmarket
German chain, features on its web-
site a video about a Lothario pre-
paring for a rendezvous who finds
his convertible covered in dirt.
When he rings his date’s door, af-
ter a stop at Best, she pushes past
him and kisses his freshly washed
Saab.

Cars in China get washed more
often than ones in Germany, but
mostly by hand, says Johannes
Bulling, investor relations manager
at car-washing equipment giant
WashTec AG.

German carwashes are unusual
for their level of automation, says
Mr. Wulf in Chicago. Many innova-
tions at U.S. carwashes, such as
free vacuums, have come from Ger-
many, he says.

WashTec, based near Munich,
traces its roots to a washing-ma-
chine company founded in 1896—
the same year that Karl Benz pat-

ented the world’s first automobile
near Stuttgart, the company
proudly notes. Another German
company now part of WashTec
patented one of the world’s first
automatic car-washing machines in
1962.

Around the same time, Joseph
Enning discovered carwashes while
living in New York. “There was a
lot of human labor involved,” re-
calls his son, Richard.

Back in Germany, the elder Mr.
Enning opened his first wash in

Düsseldorf and then bought out a
small chain in Hamburg. As Mr.
Wash grew, he frequently returned
to the U.S. seeking innovations.

Abundant cheap labor kept lots
of elbow grease in American car
washing for years, as immortalized
in the 1976 comedy film “Car
Wash,” about poorly paid scrub-
bers in car-obsessed Los Angeles.
But in Germany, labor shortages
after World War II and a love of
machinery accelerated automation.

“Germany is an engineering

country,” says Mr. Bulling at
WashTec.

IMO Car Wash Group, founded
in Germany in 1965 and now the
world’s largest carwash chain with
over 800 outlets globally, boasts it
can wash a car in under two min-
utes. IMO, which was bought re-
cently by a British private equity
group, still builds its machines in
Germany.

Best Carwash, positioned be-
tween IMO and the more premium
Mr. Wash, offers driverless clean-
ing. Motorists can watch their cars
get bathed through portholes from
a parallel hallway. At its flagship
location, not far from Cologne,
amenities include a tropical fish
tank, free espresso using Best
Wash’s custom-labeled beans and a
“Dog Bar” with complimentary dog
food and water.

Mr. Enning aims to stay ahead.
He just remodeled the Nuremberg
Mr. Wash with 80 indoor self-
cleaning stations. His location in
Mannheim is surrounded by grass
and trees.

The Stuttgart location benefits
from high real-estate prices that
deter rivals. It also gets a lift from
locals whose intense hatred of dirt
even draws smirks from other Ger-
mans.

“In Stuttgart,” says Mr. Böhn-
lein of the Frankfurt Mr. Wash,
“people love their cars more.”

BY DANIEL MICHAELS
Stuttgart, Germany

Online>>
Take a video tour of Mr. Wash at
WSJ.com/OffTheWall.

WashTec equipment

The Stuttgart Mr. Wash employs about 40 people and is probably the world’s busiest and most expensive carwash.
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ECB to Give Bank Executives
A Peek at ‘Stress Test’ Results

LONDON—European Cen-
tral Bank officials in coming
weeks will meet with bank ex-
ecutives to share partial re-
sults of how their institutions
fared in “stress tests,” accord-
ing to people familiar with
the matter, a process that an-
alysts expect will yield posi-
tive news for most lenders.

“Most of the heavy lifting
has been done; the process
has played out for some time

now,” said Kinner Lakhani, a
banking analyst at Citigroup
Inc. “A minority of banks may
have to take additional mea-
sures.”

The ECB has been scruti-
nizing the balance sheets of
120 eurozone banks, seeking
to discover hidden risks and
find out how they would sur-
vive another economic down-
turn. The tests have two main
goals: clean up the banks be-
fore the ECB starts supervis-
ing them in early November
and persuade investors that,

six years after the start of the
global financial crisis, the Eu-
ropean banking system is fi-
nally on a sound footing and
can contribute to the Conti-
nent’s recovery.

By sharing preliminary
and partial test results with
the banks, the ECB is giving
them an opportunity to plug
capital holes or point out mis-
calculations before the full re-
sults are made public at the
end of October. Although the
tests evaluate the banks’ 2013

Please turn to page 19

BY MAX COLCHESTER
AND GABRIELE STEINHAUSER
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Now they’re building
colossal temples to
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The beheading of two Lebanese soldiers by
Islamic State signals that sectarian tensions
are lapping again into Lebanon
World News..........................................................9

Apple
Launches
IPhones,
NewWatch

In an ambitious blitz of
new products, Apple Inc. un-
veiled a pair of larger-screen
iPhones, a sleekly designed
smartwatch and a new pay-
ment system allowing users to
make store purchases with a
smartphone.

The new iPhones will have
4.7-inch and 5.5-inch displays,
larger than its current four-
inch screen. Apple said it ex-
pects the new phones—to be
called iPhone 6 and iPhone 6
Plus—to go on sale on Sept.
19.

“Today, we are launching
the biggest advancement in
the history of iPhone,” Apple
Chief Executive Tim Cook
said.

Apple said it plans to sell
the larger 5.5-inch model
starting at $299 with a two-
year carrier contract, higher
than the $199 price for its cur-
rent high-end iPhone 5S. The
company said the 4.7-inch
iPhone will start at $199 with
a contract. The company said
the new phones come with
many hardware improve-
ments, including a sharper
display, better battery life and
improved camera perfor-
mance.

Apple also unveiled its
first wearable device—a
smartwatch—accompanied by
new services around health
care, home automation and
digital payments.

Please turn to page 17

BY DAISUKE WAKABAYASHI

Salmond Brings U.K. to the Brink
LINLITHGOW, Scotland—

Alex Salmond used to be seen
by Britain’s establishment as
a harmless eccentric, peddling
a pipe-dream of ending Scot-
land’s 300-year union with
the United Kingdom. Now, the
charismatic leader of the
Scottish National Party is just
days away from a historic ref-
erendum on Scottish indepen-
dence that has raised the
specter of a breakup and sent
U.K. leaders on a last-minute
dash to Scotland to bolster
their case for union.

On Tuesday, U.K. Prime
Minister David Cameron, op-
position Labour Party leader
Ed Miliband and Liberal Dem-
ocratic leader Nick Clegg—in
a rare show of unity—an-
nounced they were clearing
their schedules and traveling
to Scotland Wednesday to
campaign against an indepen-
dence referendum that has
dramatically gained momen-
tum in recent polls.

Six months ago, polls
showed that the pro-U.K. vote
was firmly in the lead for the
Sept. 18 referendum. But the
surveys show Mr. Salmond
has narrowed the gap. A
Tuesday survey by pollster
TNS showed voters neck and
neck, with 39% saying they

would vote “no” to indepen-
dence, while 38% said they
would vote “yes.” The remain-
ing 23% were undecided. That
followed a weekend poll that
showed yes votes outnumber-
ing the nos for the first time
since the referendum cam-
paign began.

The Yes Scotland cam-
paign is spearheading the in-
dependence drive, while Bet-
ter Together, backed by all
three main political parties in
London, is pushing to retain
the union. Nationalists need a
simple majority in the vote to
end Scotland’s more than
300-year-old union with Eng-
land and Wales. The modern
U.K. also includes Northern
Ireland.

How the 59-year-old Mr.
Salmond brought the U.K. to
the cusp of breakup is testa-
ment to his formidable politi-
cal skills and his ability to
channel the cultural and soci-
etal shifts that underlie Scot-
land’s independence move-
ment.

Even if Mr. Salmond’s
party loses the referendum,
the semiautonomous govern-
ment he leads in Edinburgh
has already been promised a
bounty of consolation prizes
from the U.K.’s leaders in
Westminster, in the form of
significant new powers on
economic and social issues,
including income tax, trans-
portation and housing subsi-
dies for the poor.

Critics and admirers alike
describe Mr. Salmond as a
gambler and an opportunist,
adept at seizing every possi-
ble chance to advance his
cause even one tiny step fur-
ther. When tennis star Andy

Please turn to page 10

BY JASON DOUGLAS
AND JENNY GROSS

The Scottish national flag flies above the London residence of the British prime minister, with the
Union flag flying next door above the residence of the British Chancellor of the Exchequer on Tuesday.
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Apple introduced its first
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ECB Pushes Banks Toward Flatter Slopes
Just like skiers, banks love

high, steep slopes. In the eu-
rozone, interest-rate curves
are getting lower and flatter,
which promises more tough
trudging than downhill thrills.

Banks make money on the
difference between what they
pay on deposits and other
borrowings and the interest
they get from loans. When in-
terest rates are high for
short-term money and even
higher for long term, banks
keep a large chunk of the dif-
ference.

After the European Cen-
tral Bank cut its main inter-
est rate to 0.05% last week,
longer-term rates dropped as
well. In Germany, 10-year sov-
ereign yields are down to just
0.92%, while in Spain they are
at 2.05%. That is thin gruel all
around.

For now, Europe’s banks
are enjoying a better time
than this landscape would
suggest.

Many European banks saw
higher net interest margins in
the first half of 2014 even as
market yields fell. Analysts
expect interest income and
margins to improve further in

the next two years.
One way to see this is in

forecasts for net interest in-
come as a proportion of loans
outstanding. The consensus
for European banks is for that
ratio to return to precrisis
levels of about 3% by 2016,
according to Nomura.
Deutsche Bank, BNP Paribas,
UniCredit and Santander are
all expected to see net inter-
est income rise in 2015 and
2016, according to FactSet.

The big factor behind this,
so far, has been the tumbling
cost of funds for banks—par-
ticularly in Southern Europe—
which is precisely what the
ECB wanted.

In Germany, 10-year sover-
eign yields have fallen a full
percentage point over the
past year. In Spain they are
more than two percentage
points lower. Banks have re-
priced their interbank and de-
posit funding, while in South-
ern Europe they have also
repaid costly government
money.

Another wave of ECB fund-
ing—the Targeted Long-Term
Refinancing Operation—gives
banks a chance to grab four-

year money at a cost of 0.15%,
locking in more low rates.

This funding impact has
been more important in Eu-
rope than in the U.S., or U.K.,
for example. Higher funding
costs during the eurozone cri-
sis had squeezed banks’ mar-
gins tighter.

In the U.S., where Wells
Fargo just reported its lowest
net interest margin in 20
years, lending profitability
has steadily declined since the
financial crisis. The average

for large U.S. banks was about
3.65% in mid-2008 and is
about 3.25% now, according to
Morgan Stanley.

Spanish banks’ margins,
however, went from more
than 2.2% at the start of 2009
to a nadir of 1.2% in early
2013. That has rebounded to
1.4%.

European banks may gain
more funding cost reductions.
But the real question is how
quickly their loans reprice,
giving customers some rate-

cut benefits, too.
Ironically, it is weaker

banks in the periphery that
have less time to enjoy lower
costs.

In Portugal and Greece,
more than 90% of mortgages
reprice within 12 months, ac-
cording to Berenberg, while in
Italy and Spain, it is almost
80%. In Germany and France,
less than 20% do.

Some of the previous
boost to European banks’ in-
terest income came from in-
vesting ECB money in sover-
eign bonds. But yields are too
low to repeat that carry trade.

Instead, the ECB wants
banks to lend more to smaller
businesses, boosting the econ-
omy.

That would also help bank
margins: Those borrowers are
riskier and pay higher inter-
est.

But if banks are reluctant
to lend or businesses to bor-
row, and with no prospect of
an interest-rate rise, it is hard
to see how Europe’s banks can
avoid the slowdown that
comes from hitting flatter
slopes.

—Paul J. Davies

Frontier Bonds Wear Parachutes
At the frontier of the

world’s bond markets, high
risk sometimes comes with a
safety net.

Take Ghana: The African
nation is pushing ahead with
plans to issue at least $1 bil-
lion in dollar bonds as it nego-
tiates a bailout package from
the International Monetary
Fund. Profligate government
spending ignited high infla-
tion and a currency plunge
earlier this year. Yet existing
bond investors are being
spared. Ghana issued $750
million of dollar bonds just
last July and word of the
IMF’s help has sent prices of
those bonds rallying.

Issuing bonds along with
an IMF program isn’t unprece-
dented. Pakistan received a
$6.8 billion IMF package in
September 2013, and within
weeks had marketed a new
dollar bond. It eventually sold
$2 billion worth in April.

Investors like the comfort
of IMF programs, which come
with promises of reform and
curbs on government spend-
ing and too-low interest rates.
Getting countries back on
their feet with access to finan-
cial markets is laudable. The
question is whether govern-
ments will really change with-
out the real threat of default.

Mongolia, which issued its
maiden sovereign dollar bond
in 2012, has had five IMF pro-
grams since 1991, the latest
winding down in 2010. Yet
macroeconomic management
remains spotty. The IMF sup-
ported implementation of a
fiscal deficit target of 2% of
gross domestic product, which

the government now meets
only by the narrowest defini-
tion. Spending through a gov-
ernment development bank
recently brought the real bud-
get deficit closer to 10%. Ex-
tremely loose monetary policy
and a plunge in foreign direct
investment have unleashed in-
flation and drained currency
reserves.

Mongolia recently negoti-
ated an expanded currency
swap line with China’s central
bank to give it breathing
room. Interest-rate increases
have reduced jitters, too.
Mongolia’s five-year dollar
bonds due in 2017 now sport a
yield of 5.97%, down from as
high as 7.9% in February.

But risks remain that re-
source-rich Mongolia will
need a helping hand further
down the road, especially if it
fails to attract foreign direct
investment. Its currency has
lost nearly one-third of its
value against the dollar since

the start of 2013.
While a sixth IMF program

isn’t certain for Mongolia, as
in Ghana’s case, it seems a
bailout would be more likely
than letting the market teach
this developing nation a les-
son. Unlike Greece, where
bondholders took a hit, the
stakes are smaller. And unlike
Argentina, which hasn’t com-
pleted required consultations
with the IMF in more than six
years, Mongolia is on good
terms with the institution.

While the IMF might pro-
vide a floor on default, it can’t
protect investors from regular
old interest-rate risk. Mongo-
lia’s bonds were among the
hardest hit during the taper-
ing scare last year. Spreads
over comparable Treasurys
are more than two percentage
points below their peak.

For investors who aren’t
holding until maturity, that
leaves plenty of room for er-
ror. —Alex Frangos

On the Frontier
The interest-rate spread of
Mongolia's five-year dollar bonds
over comparable U.S. Treasurys

The Wall Street Journal
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It’s tough to time a mar-
ket well, but truly bad tim-
ing is no easy feat either.

Investec managed to hit
the market about as badly
as possible with its foray
into mortgages. It bought
U.K. subprime and buy-to-let
lender Kensington for £283
million in summer of 2007.

If the timing looked iffy,
the valuation was better:
The stock market had val-
ued Kensington above £600
million only a year earlier.

Now Investec has sold
most of it for just £180 mil-
lion to Blackstone Group
and TPG. In seven years, In-
vestec has shrunk the busi-
ness’s assets to £3.7 billion
from £6.1 billion, taken £400
million in loan impairments
and written off almost £80
million in goodwill.

It did make £190 million
in cumulative profits before
tax—excluding the goodwill
charges. But Investec will
take another £40 million
goodwill charge, giving it a
small loss on the sale. The
best that can be said is that
it could have been worse.

OVERHEARD

ABB’s Fix May Not Help
Swiss Firm to Next Level

ABB is relieving the symp-
toms without necessarily cur-
ing the illness.

The Swiss engineering
conglomerate Tuesday an-
nounced a surprise $4 billion
share buyback, coupled with
its less-surprising “Next
Level” plans aimed at more
sustainable growth.

ABB shares jumped more
than 2%. But it is still hard to
see how ABB’s series of
“thousand-day programs” will
enable the group to navigate
increasing competition and
margin pressures in its core
markets.

About three-quarters of
the buyback program will go
toward pacifying sharehold-
ers, as ABB’s stock has fallen
8.6% this year prior to Tues-
day’s announcement. (The re-

mainder will be used to sup-
port employee share
ownership programs.) But in-
vestors might wonder
whether the unexpected re-
turn of funds signals a short-
age of attractive investment
opportunities.

ABB is aiming to increase
steadily its margin on earn-
ings before interest, taxes and
amortization to between 11%
and 16%, up from Barclays’s
forecast 10.7% this year.

ABB is to be applauded for

divesting noncore businesses
and embarking on a series of
cost-cutting measures to im-
prove profitability, which
freed up room for the buy-
back. Also, in the second
quarter the company reported
orders of $10.6 billion, up by
about 13% on a like-for-like
basis compared with the pre-
vious year. The question is
how sustainable that growth
will prove.

One stumbling block is in-
creasing competition, most
notably from General Elec-
tric’s acquisition of Alstom’s
energy assets.

That deal, scheduled to
close in 2015, will pit the
newly combined company
against ABB in such core busi-
nesses as grid systems, net-
work management and renew-
able energy.

Meanwhile, ABB’s power-
systems division continues to
be a headache. The unit has
been plagued by costly delays
to offshore wind and solar
projects. ABB says it will
overhaul the unit’s business
model to boost profitability,
but the plan lacks clarity.

At about 10 times forecast
2015 Ebita, ABB is trading in
line with the sector’s midcycle
multiple, according to UBS.
With its business still seasick,
investors must hope that
measures to alleviate the pain
last long enough for a real re-
covery to take place.

—Thao Hua

Bumpy ride

Bumpy Ride
Lending margins for large U.S. and Spanish banks

The Wall Street JournalSource: Morgan Stanley
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Powering Down
ABB’s forecast change in sales*
by division, 2014

The Wall Street Journal
Sources: UBS; Bloomberg News (photo)
*Like-for-like basis
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The question is how
sustainable ABB’s
growth will prove.


