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Video Shows American Beheaded
BAGHDAD—The extremist

group Islamic State posted a
video purporting to show the
beheading of American jour-
nalist Steven Sotloff.

If verified, it would be the
second publicized killing of a
captured American journalist
by the group since the U.S.
began airstrikes on Islamic
State targets in Iraq on Aug.

8.
Mr. Sotloff, 31 years old,

was a freelance journalist who
worked for several publica-
tions, including Time maga-
zine, the Christian Science
Monitor, World Affairs Jour-
nal and Foreign Policy Maga-
zine.

The video appeared days
after U.S. airstrikes helped
break a two-month siege by
Islamic State on the Iraqi

town of Amirli.
A militant who appears

and speaks in the video said
the American was being killed
in retribution for U.S. air-
strikes that helped break Is-
lamic State sieges of the Mo-
sul Dam and Amirli.

Mr. Sotloff spoke briefly
on the video, delivering what
appeared to be a message
prepared by his captors to
President Barack Obama.

“Obama, your foreign pol-
icy of intervention in Iraq was
supposed to be for the preser-
vation of American lives and
interests. So why is it that I
am having to pay the price for
your interference with my
life?” he said.

The militant who speaks
on the video has a similar
British accent to the person
who spoke on a video posted
in August that showed the be-

heading of American journal-
ist James Foley by the same
group.

The video posted on the
Islamic State website showed
what appeared to be similar
to scenes to those in the pre-
vious video.

A fighter, clad entirely in
black and wearing a black
face mask, drawing a knife
across Mr. Sotloff’s neck in
front of what appears to be a

barren desert landscape.
Mr. Sotloff is wearing an

orange jumpsuit and his
hands are tied behind his
back. As in the previous video
of Mr. Foley, this one shows
Mr. Sotloff’s severed head
resting on his corpse.

The video also showed a
man identified as British
Journalist David Cawthorne
Haines. He is kneeling and
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BY MATT BRADLEY

Probe Roils
Stock Desk
At Credit
Suisse

LONDON—An internal
Credit Suisse Group AG in-
vestigation into allegations of
inappropriate employee be-
havior has roiled the bank’s
European stock-trading desk,
according to people familiar
with the probe, in the latest
example of a major bank un-
covering potential problems
as it sifts through employees’
electronic communications.

A veteran trader on the
European equities sales desk,
which serves as a hub for the
bank’s relationships with ma-
jor hedge funds and other as-
set managers, has been sus-
pended since February, the
people said. Her boss, a man-
aging director who runs the
London desk, also went on
leave this summer in connec-
tion with the probe, they said.

Credit Suisse has accused
the trader, Zoe Henderson, of
improperly sharing client
communications with her hus-
band, a London-based trader
at a rival bank, via electronic
chat rooms, the people said.
Credit Suisse’s months-long
review of chat transcripts and
interviews with employees
also has turned up allegations
of traders on the same Lon-
don desk using profane, sexist
and racist language and
watching sex videos on the
trading floor, the people said.

A lawyer representing Ms.
Henderson declined to com-
ment. A Credit Suisse spokes-
woman declined to comment.

The Swiss bank’s internal
investigation, which is still
under way, is the latest illus-
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BY JENNY STRASBURG
AND MAX COLCHESTER

Poll: Surge for Scots Independence
LONDON—A new poll

showed a surge in support for
Scottish independence, knock-
ing sterling lower on currency
markets on Tuesday and rais-
ing the stakes for Britain’s
leaders just weeks before
Scots vote on whether to
leave a 300-year-old union
with the rest of the U.K.

Pollster YouGov said that
in its latest poll of more than
1,000 Scots, 42% said they in-
tend to vote for independence
in a referendum Sept. 18,
while 48% said they plan to

vote to keep Scotland part of
Britain. The remaining 10%
were either undecided or said
they won’t take part. The You-
Gov poll was carried out from
Aug. 28 to Sept. 1.

YouGov is one of a handful
of pollsters tracking Scots’
voting intentions. Other polls
continue to show a stronger
lead for the pro-union “no”
camp and none have yet
shown an outright majority in
favor of independence, sug-
gesting Scots will vote against
secession at the ballot.

A YouGov poll earlier in
August put the “no” lead at 12
points.

Financial markets had so
far largely ignored the poten-
tial ramifications of the refer-
endum. But the latest poll re-
sults pushed sterling 0.5%
lower against the dollar to
reach a five-month low.

The slide in the pound to-
ward $1.65, despite upbeat
construction data also re-
leased Tuesday, marks a turn-
around for the currency after
it hit a near six-year high over
$1.71 in mid-July. In early
trade Tuesday, the pound fell
0.5% against the U.S. dollar to
$1.6539.

A vote for independence
risks spooking foreign inves-

tors and could “precipitate a
significant financial accident,”
said Neville Hill, head of Eu-
ropean economics at Credit
Suisse AG.

“Non-U.K. investors are
likely to become concerned
about what ‘U.K.’ assets they
would be buying. Given that
the U.K. needs to finance a
current account surplus worth
5% of GDP, this doesn’t look
good for sterling,” Mr. Hill
said.

The findings—from a poll-
ing company whose past re-
sults have shown a convincing
lead for the pro-U.K. “no’”

Please turn to page 5

BY JASON DOUGLAS
AND JOSIE COX

Pro-independence canvassers Martyn Day, left, and Robert Cruickshank distribute leaflets to voters still undecided on how to vote.

Jenny Gross

German
Court Bans
Uber Service

FRANKFURT—A regional
court in Germany has imposed
a nationwide ban on one of
Uber Technologies Inc.’s car-
hailing services, posing a seri-
ous challenge to the com-
pany’s ambitious expansion
plans in Europe’s largest econ-
omy.

The ban on the Uberpop
service—which connects pas-
sengers with drivers who
don’t have professional li-
censes—was imposed last
Thursday and came to light
Tuesday in a report in German
media.

The Frankfurt court said
the San Francisco-based ride-
sharing company could no
longer carry passengers in
Germany or it would face a
fine, overruling a decision by
a court in Hamburg to let the
company continue operations
in Hamburg, despite calling it
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Novo’s Regulatory Dependence
This is where the fat starts hit-

ting the fire for Novo Nordisk.
The pharmaceuticals company

had a troubled 2013 after U.S. regu-
lators demanded more trials exam-
ining cardiovascular risk for its lat-
est insulin, Tresiba. This year,
though, Novo’s stock is up more
than 30%. That prices in a return to
form for the diabetes specialist.

Novo’s appeal lies in its organic
growth, underpinned by the rising
incidence and diagnosis of diabetes
around the world. The Danish com-
pany expects revenue growth of be-
tween 7% and 10% this year. The
hope is that its well-stocked pipe-
line should then enable a return to
double-digit sales growth. That
would be higher than peers and help
justify Novo’s hefty 40% premium to
the global pharma sector on for-
ward price/earnings multiples.

To do that, Novo must deliver on
a number of coming data and regu-
latory milestones. The big one con-
cerns Tresiba. Its potential is
proven: In Japan, the next-genera-
tion insulin was priced roughly in
line with market leader Sanofi’s
Lantus and has taken a fifth of the
market by value in just over a year.
Novo should have initial trial data
sooner than anticipated, though
regulatory clarity could take at least

another year.
Getting Tresiba into the U.S. is

crucial. Sanofi has been pushing up
the price of Lantus, which enabled
Novo to raise prices on its Levemir
insulin while also taking share. But
price pressure is intensifying, with
U.S. pharmacy-benefits managers
pushing drug companies harder.
Meanwhile, Eli Lilly could bring its
biosimilar version of Lantus to mar-
ket in 2016. Tresiba, which acts for
over 42 hours, compared with about
24 hours for current insulins, is crit-
ical to fighting mounting competi-
tion.

Nearer term, a U.S. regulatory
committee next week will meet to
consider Novo’s obesity treatment,
a higher dosage of diabetes drug
Victoza. Safety will be the focus, es-
pecially given the checkered history
of obesity treatments. But approval
isn’t the only question here. Obesity
hasn’t been big business for the
pharma industry: The U.S. market is

worth a mere $100 million, notes
Citigroup, despite some 30 million
people who are extremely obese.
Doctors and insurers have been
skeptical of paying for medicines to
treat something often considered a
lifestyle issue. Novo may face resis-
tance over the cost of its treatment,
anticipated to be about $25 a day.

Given the market’s muted expec-
tations, a regulatory snafu in obe-
sity at least presents limited down-
side risk. And Novo does offer other
interesting things in its pipeline.
Trial data for an oral version of one
diabetes drug could generate partic-
ular excitement next year. Novo also
has a combination therapy of two
diabetes drugs with regulators.

But the heat around Novo relies
on the company’s ability to produce
high-single-digit sales growth, at
least, translating that into higher
earnings growth as research-and-
development spending falls. Novo
said on Tuesday it would discon-
tinue its research and development
in inflammation. The company’s
sales growth could translate into
higher earnings growth as R&D
spending falls.

In the next year, Novo needs a
fair regulatory wind to fan those
flames further.

—Helen Thomas

Putting a Name on the Claims
Made by Tianhe Chemicals

Four years after short sellers and
corporate activists began wreaking
havoc at Chinese-listed companies,
they are at it again.

Tianhe Chemicals was tossed
into the fray when the secretive ac-
tivist group Anonymous Analytics
issued a report alleging the spe-
cialty-chemicals maker had fabri-
cated numbers and cooked up cus-
tomers. Tianhe says the report is
wrong, though it has yet to issue a
full-throated defense. Its shares
were suspended after tumbling 4.9%.

Northern China-based Tianhe
listed in Hong Kong in June, and
Anonymous’s contention is that the
firm’s initial-public-offering pro-
spectus doesn’t gel with separate fil-
ings it makes to a local-government
agency. The 2012 net profits its sub-
sidiaries filed with local officials
was a thousandth of what Hong
Kong investors read in the prospec-
tus, according to Anonymous.

Investors will need to dig into
these local details at Tianhe. What
seems inexplicable at first sometimes
can be explained. That said, the prof-
its Tianhe plainly reported in its pro-
spectus do raise questions. Tianhe
clocked 60%-plus margins on its
earnings before interest, taxes, de-
preciation and amortization the past
two years. Yet global chemicals mak-
ers tend to average Ebitda margins in

the midteens.
One explanation for Tianhe’s

high profit is selling anti-mar, a spe-
cialized chemical used in smart-
phone touch screens to repel water
and oil. But Anonymous says
Tianhe’s anti-mar sales are twice
the world demand for the product.

Tianhe had generated contro-
versy before it went public. J.P.
Morgan Chase, which earlier hired
the daughter of Tianhe’s chief exec-
utive, pulled out of a role in the
chemical maker’s IPO while it was
being investigated for recruiting the
sons and daughters of Chinese gov-
ernment officials.

Whatever the strength of Anony-
mous’s claims, investors would be
wise to consider the mixed history
of following on such campaigns.
Muddy Waters in 2011 famously
helped hasten the fall of Toronto-
listed Sino-Forest. Yet Qihoo 360’s
shares are up 408% since Anony-
mous said its website traffic was a
fraud in 2012.

It will take time to unravel the
claims and counterclaims in
Tianhe’s case. The broader impact
could end up being on China Inc.
generally. Despite four years of
scrutiny, investors aren’t comfort-
able enough to give Chinese compa-
nies the benefit of the doubt.

—Abheek Bhattacharya

Subzero Eurozone Yields
Show ECB Power, Problems

Lending money when it is a los-
ing proposition from the start
sounds like an odd thing to do. That
isn’t stopping bond buyers in the eu-
rozone government-bond market.

Two-year yields on bonds from
five countries—Germany, the Neth-
erlands, Austria, Finland and Bel-
gium—are in negative territory, ac-
cording to data from Tradeweb.
France briefly joined the negative-
yield gang Monday, before rebound-
ing into marginally positive territory
Tuesday. Germany is leading the
way: Not only does its current
benchmark two-year bond pay a
zero coupon and a yield of minus
0.04%, yields on its bonds are below
zero all the way out to January 2018.

This isn’t the first time yields
have gone negative in the eurozone.
In the depths of the sovereign-debt
crisis, yields fell below zero in Ger-
many as investors feared that the
euro might collapse and countries
might revert to national currencies.
A subzero yield then was effectively
an insurance fee: Investors wanted
to be in safer German paper no mat-
ter the cost to returns.

Now, however, the rationale is
different. The European Central
Bank’s decision to introduce a nega-
tive rate of minus 0.1% on cash de-
posited at the central bank has rip-
pled outward. Relative to that,
negative yields on highly liquid two-
year securities don’t look so bad to
banks that need to find a home for
their cash. Banks aren’t locked into
losses: If yields decline further, they
could sell the bonds at a profit. But
that banks are doing this trade also
signals continued risk aversion and

means they aren’t finding more at-
tractive opportunities for lending.

Some think the ECB could cut
rates again this Thursday. That
would be likely to entrench more
firmly the trend for negative yields.
Ireland, where two-year yields are
just 0.04%, could yet join the club.

In theory, negative bond yields
don’t present particular issues. Bond
math works just as well with nega-
tive numbers as it does with positive
ones—even if it does throw up some
oddities, such as Italy’s two-year
yield spread over Germany being
higher than Italy’s yield. But in prac-
tice, they are a sign of big problems.
Indeed, that buying bonds with a
negative yield can be a rational and
accepted activity is a reminder of
just how distorted the financial mar-
kets are, and how precarious the eu-
rozone outlook remains.

—Richard Barley

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

Negative Velocity
Yield on Germany’s two-year
government bond

The Wall Street Journal

Source: FactSet
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FRANKFURT—In Germany,
being an official church member
usually means paying an extra tax.
But a change in the country’s tax
code is now causing many
believers to leave the fold.

The “church tax” that members
of Germany’s main religious
communities are required to pay
on income has long been the crux
of the close financial bond that
remains between church and
state. But when a loophole that
has allowed many to avoid paying
the tax on capital gains closes
next year, church leaders have
good reason to expect a mass
exodus.

So far this year, the number of
Germans leaving the country’s
Protestant and Catholic churches
has reached its highest level in 20
years, twice last year’s level—a
surge many clergy and finance
experts blame on the changes in
how the tax is levied.

The outflow is now fueling a
debate about whether a levy that
goes back to the 19th century is
an appropriate way to finance
churches in an increasingly
secularized Germany. Like in a
number of European countries,
the German government collect a
special tax from registered
believers on behalf of its biggest
organized religions, which use the
revenues to finance churches, pay
clergy salaries, as well as help
support affiliated hospitals and
social services.

German church members must
pay an additional 8% to 9% of
their gross annual income tax and
capital gains tax bills to the
church. That is typically steeper
than in many other parts of
Europe. About 30% of Germany’s
80.8 million population are
registered Roman Catholics and
29% are officially Protestants.
Together with the country’s tiny
Jewish population, their taxes
contributed more than €10 billion
($13.2 billion) to church coffers
last year.

In countries such as Italy and
Spain, tax payers have the option
of seeing their contribution go
toward a social aid program
instead. That option doesn’t exist
in Germany, where church

membership hinges on a citizen’s
willingness to pay the tax.
Refusing to pay it can lead the
clergy of both Christian churches
to withhold rites such as baptism,
communion and funeral rites.

While church affiliation has
been declining across Germany
since the 1990s, the new
regulation has disgruntled many
believers who, until now, have
been content to stay as registered
members.

“After we paid income taxes to
the church all of these years, to
now face another tax is a bit
audacious,” said Renate Müller, a
retiree from Frankfurt.

Ms. Müller said she and her
husband left the Protestant church
this spring after their bank
informed them they would have to
reveal their religious affiliation
and begin paying the church tax
on income from their retirement
fund.

While the church tax had
officially always been due on
capital gains, it had never been
properly enforced. Under the new
rules, which the churches lobbied
for, banks will be required to
report their customers’ religious
affiliations, rather than wait for
customers to volunteer the
information.

“We’re not doing it for the
additional revenue,” said Thomas
Begrich, finance chief for the
Protestant Churches of Germany,
or EKD, defending the change.
“The wealthy need to pay their
fair share.”

Some bank executives privately
say that the bureaucracy
associated with reporting their
customers’ religious affiliation is a
burden and say it may drive up
costs. But they deny suggesting
customers abandon their church.

“Customers can draw their own
conclusions about their
relationship to the church; they
don’t need their bank for that,”
said Melanie Schmergal,
spokeswoman for the German
banking association BVR.

Some politicians say churches
were too eager to embrace the
new regulation, part of a 2009
tax-code overhaul, without
considering the risk that it would
scare away less active members,
without adding significant

revenue to church coffers.
The EKD’s Mr. Begrich says the

churches expect some €160
million in extra revenue with the
new rule, a fraction of the €10
billion the Catholic and Protestant
churches received in 2013. He says
many members overestimate the
extra tax under the new system.

The backlash against the
church tax on capital gains has
focused attention on the financial
models of other denominations,
such as Germany’s evangelical
“free churches,” which, like U.S.
churches, rely on volunteer
donations instead.

Christian Nowatzky, a pastor at
Berlinprojekt, an alternative youth
church in Berlin, said his
congregation of 800 members is
financed almost solely through
donations. “For us, it’s about
building a living congregation,
and the freedom to choose how
you want to worship is very
important to us,” he says. Muslim
communities in Germany also rely
on donations, although some
Muslim leaders are working
toward achieving the legal status
necessary for them to use the
church tax system.

Germany’s Faithful Balk
At Tweak to Church Tax
BY CHASE GUMMER

Sources: Forschungsgruppe Weltanschauung in Deutschland (number of Christians); EKD (Protestant data);
Kirchenaustritt.de (Catholics leaving); Deutsche Bischofskonferenz (Catholic taxes) The Wall Street Journal

Losing Faith
Church-tax revenues have recently swelled amid low unemployment, but a new regulation is prompting a surge
in the number of Germans leaving mainstream Christian churches.
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n Danone said its CEO would
step down from the job he has
held for 18 years and be suc-
ceeded by his deputy, as the
company weighs options to en-
sure its long-term growth. 15

n Anglo American’s CEO said
he is determined to lift the
miner’s return on capital over
the next two years but would
listen to any takeover offers. 15

n Apple said its investigation
indicated certain celebrity on-
line photo accounts were hacked
in a targeted attack and it hasn’t
found a breach in its iCloud or
“Find My iPhone” systems. 16

n Halliburton will pay $1.1 bil-
lion to Gulf Coast residents,
local governments and busi-
nesses affected by the 2010
Deepwater Horizon oil spill. 22

n A U.S. commission is unlikely
to approve a proposed alliance
between Maersk and Mediterra-
nean Shipping before consulting
with Chinese regulators. 20

nMore Chinese nationals are
returning home after employ-
ment stints in the West, taking
high-level jobs amid promises
of power and increased pay. 15

n As Greece attempts to climb
out of its recession and inves-
tors begin buying up property,
the real-estate market is look-
ing to the poster child of the
privatization process: Athens’s
long-disused airport. 18

i i i
World-Wide

n Ukraine’s president is fac-
ing a tough choice between
making concessions to Krem-
lin-backed separatists or fight-
ing a bloody defensive war. 4

n An al Qaeda-linked group in
Syria holding 45 United Na-
tions peacekeepers set condi-
tions for their release. 8

n Saudi Arabian authorities
arrested 88 people on suspi-
cion of planning to carry out
terrorist attacks both in the
kingdom and abroad. 8

nMost of Pakistan’s opposi-
tion parties at a special parlia-
ment session supported Prime
Minister Nawaz Sharif, whose
ouster is demanded by protest-
ers laying siege to the capital. 8

n The Philippines said a group
that allegedly attempted to
smuggle a bomb at Manila air-
port also planned to attack
other targets in the capital, in-
cluding the Chinese Embassy. 7

n An activist group at the cen-
ter of threats to paralyze Hong
Kong’s business district with
anti-Beijing protests said some
of its support was waning. 7

n New Zealand’s police said
they would investigate whether
criminal negligence contrib-
uted to the collapse of the
Christchurch CTV building dur-
ing an earthquake more than
three years ago, resulting in
the deaths of 115 people. 7
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Code Names Spice Up the Art of the Deal
Bankers Enjoy CoiningMonikers to KeepMergersMum; Name-Generating Software Threatens the Fun

“Project Swift” sounds
like the name of a mili-
tary invasion or an

Olympic marathoner’s training
plan. But it is actually the code
name for a corporate buyout, in-
spired by a private-equity associ-
ate’s fondness for singer Taylor
Swift.

Labels like Project Token, the
name Apollo Global Management
LLC used to mask its purchase of
children’s restaurant favorite
Chuck E. Cheese, or Project Fu-
sion, the code for Kinder Morgan
Inc.’s consolidation of its oil-and-
gas holdings into a single com-
pany, are designed to keep report-
ers, traders and even rival
companies from sniffing out deal
news before formal announce-
ments are made.

For the young bankers who get
to choose them, code names are
an amusing diversion from the fi-
nancial modeling and PowerPoint
presentations that fill their days.

But one deal-making power-
house is putting an end to the
name game, opting instead to au-
tomate the process to avoid the
pitfalls that go with the territory.

Goldman Sachs Group Inc.
now requires bankers to use
name-generating software that of-
fers 10 random options like Proj-
ect Calculator or Project Daniel.
The new system has been phased
in across the bank over the past
two years, according to people fa-
miliar with it.

Though bankers can refresh
the options as often as they like,
some say the new naming process
has taken some fun out of the
game. And they say people in-
volved in their deals often forget
the random names generated by
the software.

Clients don’t like the code
names if they “don’t have some
meaning,” said one Goldman
banker.

“You often need code names
for other key players,” he added.
“So unless it is thematic, it
doesn’t make sense.”

Banks, most of which still gen-
erate code names the old-fash-
ioned way, have good reason to
conceal live deals. Some hedge
funds scour the records of newly
incorporated acquisition vehicles
for clues on pending deals so they
can trade ahead of an official an-
nouncement.

Queso Holdings, for example,
was incorporated in Delaware Jan.
10, six days before Apollo went
public with its deal to buy the
parent company of Chuck E.
Cheese, opening a potential trad-
ing window for anyone with ac-
cess to the records who knows the
Spanish word for cheese. Under
Armour Inc.’s acquisition of Map-
MyFitness Inc. used a corporate
shell called MMF Merger Sub,
which was formally incorporated
two weeks before the transaction
was announced in November 2013.

Bank executives also are quite
aware of the fact that unwittingly
using the same code name for
more than one live deal can easily
lead to a mix-up, for example deal
documents being sent to the
wrong company. In recent years,
Project Baseball has been slapped
on a number of transactions, from
PepsiCo Inc.’s acquisition of its

bottling operations to the merger
of NYSE Euronext, which owns the
New York Stock Exchange, and In-
tercontinental Exchange Inc.

“Bankers could be a bit more
original,” said Lewis Grimm, a
partner at law firm Jones Day who
advises on deals. “Every time
there’s an Australian target, it’s
Project Koala or Project Kangaroo.”

Blackstone Group LP’s January
acquisition of a stake in shoe-
maker Crocs was Project Croco-
dile, described by a banker close
to the deal as “hiding in plain
sight.” When the private-equity
firm bought a minority stake in
Italian fashion house Versace SpA
this year, the deal was nicknamed
Project Medusa after the mythical
monster with venomous snakes
for hair that is the luxury brand’s
logo.

Nationality is a popular peg.
Drug maker Actavis’s 2013 acqui-
sition of the Dublin company War-
ner Chilcott—a deal that allowed
Actavis to move its legal home to
Ireland—was Project Emerald. A
corporate shuffling at Italy’s Fiat
Industrial SpA, spearheaded by
bankers at J.P. Morgan Chase &
Co. and Lazard, became Project
Farfalla, the Italian word for “but-
terfly.”

Other code names, like Project
Swift, are more personal. In that
case the deal was never consum-
mated. L’Oréal SA’s recent pur-
chase of NYX Cosmetics was
named Project Bruce, after the
NYX founder’s dog. Roche Hold-
ing Ltd.’s 2009 deal for Genen-
tech was Project Milos, after the
midtown Manhattan restaurant
where Roche executives hatched
the idea.

Bankers have been known to
take the freedom to name deals a
bit too far, choosing potentially
offensive monikers. Project Cleav-
age, for example, was the code
name for an Australian company’s
split up.

Striking a balance is key, said
Scott Rostan, a former Merrill
Lynch M&A banker who now runs
a company offering finance
courses for junior bankers. Names
“have to be secret enough that
you can talk about it in an eleva-
tor, but easy enough to remember
so that your boss doesn’t look at
you and say, ‘which one is that
again?’ ”

Bankers also give code names
to the major players in a deal.
Comic-book heroes reigned when
Reynolds American Inc. and
Lorillard Inc. shook up the ciga-
rette market with their $25 billion
deal in July. Reynolds was Robin,
Lorillard was Lantern, Imperial
Tobacco Group PLC was Ironman
and British American Tobacco
PLC was Batman.

Last year’s tangled web of tele-
com takeovers became known as
Project Canine at M&A advisory
firm Centerview Partners. Its key
players were Clearwire Corp.,
code-named Collie; Sprint Nextel
Corp. (Shepherd), Dish Network
Corp. (Dalmatian) and SoftBank
Corp. (St. Bernard).

“A good code name can make
you a rock star, at least for a few
minutes,” Mr. Rostan said. “It’s a
chance to have some fun.”

BY GILLIAN TAN
AND LIZ HOFFMAN

Online>>
See a video about the code names for
deals at WSJ.com/OffTheWall.

A deal involving Versace was ‘Project Medusa’ after the mythical monster with snakes for hair that is the brand’s logo.
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Thailand Puts British Activist
ForWorkers’ Rights on Trial

BANGKOK—The defamation trial
began on Tuesday of a British activ-
ist who campaigns for better work-
ing conditions for foreign migrant
laborers.

The trial treats the first of four
civil and criminal lawsuits brought
against Andy Hall, a 34-year-old
rights advocate for migrant work-
ers, by Natural Fruit Co., one of
Thailand’s biggest pineapple proces-
sors, after he co-wrote a report al-
leging labor abuses at one of its fac-
tories.

The report was sponsored and
published in 2013 by Finnwatch, a
Helsinki-based watchdog focusing
on corporate responsibility issues,
and detailed alleged labor abuses
and the use of forced and child la-
bor at Natural Fruit and two tuna
companies in Thailand.

Mr. Hall faces defamation
charges for an interview he gave to
Al Jazeera television about the re-
port, prompting Natural Fruit to file
complaints at a Bangkok police sta-
tion in July 2013. The case was ac-
cepted by public prosecutors.

Mr. Hall faces up to a year in
prison if found guilty, as defamation
is a criminal offense in Thailand,
and could have to pay up to $3 mil-
lion in compensation to Natural
Fruit. Other defamation charges,
due to be heard this month, carry
up to seven years in jail and a fine
of up to $10 million, Mr. Hall’s legal
adviser said.

Mr. Hall, whose passport was
confiscated by Thai authorities after
bail was granted, denied any wrong-
doing.

“I did it in the public interest to
improve the working conditions of
laborers. I have no intention to hurt
Thai businesses or the Thai econ-
omy,” Mr. Hall said during a break
from the court’s trial, which will
continue until Sept. 10.

Natural Fruit couldn’t be reached
to comment. A lawyer for Virat Pi-
yapornpaiboon, the owner of Natu-
ral Fruit, said Mr. Virat denied all
allegations and declined to comment
further.

Finnwatch said the court cases
raised against Mr. Hall amounted to
harassment, adding that Mr. Hall
didn’t intend to harm Natural Fruit.
It defended its 2013 report, based
on interviews with workers at a
Natural Fruit factory.

Business and rights groups have
been calling on Thai authorities to
drop the charges against Mr. Hall.
The Thai Frozen Foods Association
and the Thai Tuna Industry Associa-
tion paid his bail after he was
charged and detained in June, and
said they supported the improve-
ment of working conditions of mi-
grant laborers in Thailand.

Last month, United Nordic, a
Stockholm-based group that buys
products from Thailand, issued a
letter saying that the legal prosecu-
tion of Mr. Hall could only hurt Thai
food industries.

“We believe they are trumped-up
charges aimed at punishing some-
one who has continuously tried to
protect the rights of migrant work-
ers,” said Phil Robertson, deputy di-
rector of Human Rights Watch’s
Asia division.

Little has changed in the past de-
cade in terms of the treatment of
migrant workers, some of whom are
subjected to abuse and labor rights
violations, Mr. Robertson added.

Workers from neighboring coun-

tries arrive in Thailand looking for
jobs and better pay, mostly in labor-
intensive fishing, food-processing or
construction sectors. About 2.2 mil-
lion workers from Cambodia, Laos
and Myanmar are registered with
Thailand’s Ministry of Labor, but of-
ficials estimated that many more
are working illegally and exposed to
abuses by agents and employers.

Thailand’s fishing and seafood
processing industries came under
fire after the Guardian and other
publications published investigative

reports accusing them of using
forced labor, which the industries’
leading figures denied.

The U.S. State Department in
June downgraded the country’s
ranking to the lowest level in its an-
nual human trafficking and slavery
report, alongside North Korea, Cuba
and Iran. One reason for the down-
grade stemmed from the country’s
alleged failures to investigate, pros-
ecute, or convict those complicit in
abusive practices in the Thai sea-
food industry.

BY WARANGKANA CHOMCHUEN

Andy Hall is surrounded by supporters ahead of his trial Tuesday in Bangkok.
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HEARD ON
THE PITCH

SPORTS

World Cup Is Coming Into Focus

With just over
five months until
the cricket World
Cup, the serious
planning has

started. All 10 Test-playing nations
except New Zealand have been in
One-Day International action over
the past couple of weeks, jockey-
ing for position and trying to for-
mulate their lineups ahead of the
tournament, which begins on Feb.
14 and rumbles until March 29
across New Zealand and Australia.

In the absence of a single out-
standing team, the conditions in
those two countries could be criti-
cal.

The International Cricket Coun-
cil ODI rankings tell the story. Just
three ranking points separate top-
ranked India at 114 and Sri Lanka
in fourth. Eighth-placed West In-
dies is only another 15 points be-
hind. Making it harder to still to
judge who’s really in pole position,
the ODI parameters have shifted
since the previous World Cup,
with batting totals rising.

There are two reasons. The
first is that advent of Twenty20
and the more aggressive mind-set
that comes with it make teams be-
lieve that they can realistically
achieve higher scores. And the
second is a handful of changes to
the ODI rules, most important the
reduction in the number of field-
ers outside the inner ring during
non-Powerplay overs and the in-
troduction of two new balls in
each innings. Designed to speed
up the middle overs of innings,
which had become cagey and pre-
dictable, the rule changes have
succeeded impressively in their
aim, a good example of benign in-
tervention by the rule makers.

The defining issues for a World
Cup played in New Zealand and
Australia, then, will be a blend of
some solid batsmen at the top
with big hitters sprinkled through-
out the batting order, and incisive
seamers who can take wickets
with the new ball. On that basis,
of the 14 teams (the Test sides
plus Ireland, Afghanistan, Scotland
and the United Arab Emirates),
Australia and South Africa appear
to be in the best shape.

The former might sound a
strange judgment in the context of
Australia’s current form in the tri-
series in Zimbabwe. In consecutive
games, it failed to defend 327
against South Africa, losing by
seven wickets with 3.2 overs left,
and then lost its first ODI to Zim-
babwe in 31 years after a calami-
tous batting performance against
the hosts’ spinners. But Harare
Sports Club provided more or less
the perfect surface for the Zimba-
bwe game to expose Australia’s
Achilles’ heel.

There won’t be many pitches
like that in the World Cup, where
Australia will be mostly, if not en-
tirely, in front of home crowds.
The side will also have Shane Wat-
son, David Warner and Clint
McKay back, as well as a fully-fit
captain Michael Clarke—and prob-
ably won’t drop Mitchell Johnson
and Steven Smith again, as it did
against Zimbabwe. If scary-fast
bowlers and a battery of fearsome
hitters indeed make up the win-
ning formula, then Australia has
it.

So does South Africa, as the

team showed in overhauling that
327. AB de Villiers was instrumen-
tal in that chase, as he so often is.
The team’s reliance on him and
Hashim Amla for runs could be a
weak spot, but it is a pretty nice
weak spot to have. A complete
bowling attack features a couple
of the most feared fast bowlers in
the world and, in Imran Tahir, one
of world’s most effective limited-
overs spinners.

India, the world champion and
sitting at the top of the rankings,
would be runaway favorite if the
tournament were in Asia, but its
recent form away from home has
been less than convincing. Before
its successes against a struggling
England one-day side, it was
whitewashed in both South Africa
and New Zealand. Its explosive
batting lineup could still maraud
on what are likely to be bat-
friendly pitches. But its bowlers,
especially its seamers, will strug-
gle to contain.

Instead, the most likely Asian
winners could be Sri Lanka, re-
cently World Twenty20 champion
and ODI series victor over England
away and Pakistan at home. A
fine, well-balanced side, it has fi-
ery bowlers and crackerjack bats-
men—Thisara Perera is proving to
be both—plus useful spinners. The
inconsistency of several of its
young batsmen will be the team’s
biggest concern.

The batting is a far bigger con-
cern for Pakistan. A decent bowl-

ing attack featuring an unusual
number of left-armers will strug-
gle to compensate for a struggling
top three and a batting approach
that has consistently put more
pressure on the already overbur-
dened shoulders of Misbah-ul-Haq,
the 40-year-old author of numer-
ous middle-order rescue jobs. Ad-
mittedly the team had been out of
action for a while before its recent
2-1 series loss to Sri Lanka, but it
looks to have an awful lot of rust
to shake off.

West Indies will undoubtedly
put in a couple of impressive per-
formances, but it would be a sur-
prise if the team can sustain any
good form over nine matches
spread over a month and a half.
And England, inevitably, finds it-
self foundering around for a com-
bination that can make it more
than the World Cup also-ran it has
been for the past two decades.

Recently retired off-spinner
Graeme Swann’s much-publicized
comments about England’s tactics,
suggesting that the team has
failed to adapt to the new high-
scoring reality of ODI cricket,

were a valid critique of England’s
ongoing one-day struggles. The re-
cent rule-changes ought to play
into the hands of a team that has
long favored what was seen until
recently as the old-fashioned ap-
proach of building slowly at the
start of the innings and preserving
wickets for the slog at the end.
But the problem is as much down
to the execution as is to the tac-
tics: big-hitters such as Alex
Hales, Jos Morgan and Eoin But-
tler haven’t been imposing them-
selves.

New Zealand is the only team
without much recent form, but
should be in good shape. The Ki-
wis tend to punch above their
weight at World Cups and cur-
rently possess a glut of big-hitting
all-rounders plus genuine quality
in the likes of Kane Williamson,
Ross Taylor and Tim Southee.
Playing at home, New Zealand
could be a good outside bet to
spring a surprise and go all the
way.

The other four sides are also
capable of springing a surprise,
but probably only in one game.
Besides, the round-robin format
means they’d probably need to
spring at least two to have a shot
at qualifying for the quarters. Any
of the other eight could win it, but
a modern World Cup is a slog
rather than a sprint, and at the
moment Australia and South Af-
rica look most likely to consis-
tently exploit the conditions.

BY RICHARD LORD

Australia’s Phil Hughes bats against South Africa during a one-day tri-series match in Harare, Zimbabwe, on Tuesday.
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The rule changes have
succeeded impressively in
their aim.

Two Veterans and a Rookie
Make McGinley’s Cup Cut

European captain Paul McGinley
rounded out his Ryder Cup squad on
Tuesday with plenty of experience,
some surefire charisma and a rookie.

The experience comes from Lee
Westwood, who will make his ninth
straight trip to the competition, de-
spite being 16th on Europe’s world
points list this season.

Ian Poulter, meanwhile, is Europe’s
biggest cheerleader. Recovered from a
wrist injury over the summer and ex-
tremely popular among his fellow
pros, he was considered a lock, long
before McGinley’s announcement. In
his four previous trips to the Ryder
Cup, he has won 12 of his 15 matches
and played an instrumental part in
the European rally at Medinah in
2012.

The surprise was Stephen Gal-
lacher, a 39-year-old Scot making his
Ryder Cup debut. He missed the au-
tomatic spots by a whisker, but got
the call from McGinley anyway. The
notable omissions were Luke Donald
and Francesco Molinari.

“I’m a very lucky man to have such
a variety of talent to choose from,”
says McGinley. “It was a very difficult
call. I think we have three players that
will make the European team as
strong as it needs to be to compete
with the might of America.”

McGinley’s wild cards will join Rory
McIlroy, Sergio Garcia, Martin Kaymer,
Victor Dubuisson, Thomas Björn, Ja-
mie Donaldson, Graeme McDowell,
Justin Rose and Henrik Stenson..

—Joshua Robinson

Murray Preparing for
Another Djokovic Test

For months now, Andy Murray has
been very close—and very far. One
moment, he plays the kind of tennis
that won him a U.S. Open title in
2012, and a Wimbledon title last year.
The next, he butchers a service game,
sulks in his chair, and curses.

Both Murrays were present at the
U.S. Open on Monday, but the Good
Murray—the one who hits magical
lobs and passing shots, and runs
down about every ball in sight—pre-
vailed. And now, after a 7-5, 7-5, 6-4
victory over Jo-Wilfried Tsonga, Mur-
ray faces his toughest test of the
season: a quarterfinal on Wednesday
against Novak Djokovic, the world
No. 1 and Wimbledon champion.

Murray’s win over Tsonga was his
best performance since his back sur-
gery last year. Against Djokovic, he
will have to play even better, and do
it with few lapses. Djokovic, who has
reached the quarterfinals or better at
22 straight Grand Slam tournaments,
has yet to drop a set in New York.

—Tom Perrotta

HEARD ON
THE PITCH

Getty Images

Lee Westwood will make his ninth
appearance in the Ryder Cup.

[ Cricket ]
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Ukraine Faces Dilemma: Talk or Fight On
MARIUPOL, Ukraine—With his

army in retreat amid a forceful Rus-
sian intervention, President Petro
Poroshenko is facing a tough choice
between making concessions to
Kremlin-backed separatists or fight-
ing a bloody defensive war.

The dilemma seemed unthinkable
until last week, when the influx of
Russian soldiers and heavy weapons
turned the tide of a five-month con-
flict that Ukrainian officials said
they were close to winning.

Now the army is retreating
across much of the front in Donetsk
and Luhansk regions after suffering
hundreds of casualties. Opening a
new front, separatists also are
threatening the southern port of
Mariupol.

A peace deal could involve ceding
control over part of Ukraine’s east-
ern industrial heartland to Moscow-
backed separatists. That would ham-
string Kiev’s attempts to integrate
its economy and institutions with
the European Union.

But a war of attrition with Russia
that Ukrainian officials admit they
couldn’t win would risk further loss
of territory and life.

Western attempts to exert pres-
sure on Russian President Vladimir
Putin by incrementally tightening
sanctions have shown little sign of
deterring him from his goal of keep-
ing Ukraine in the Kremlin’s orbit. At
the same time, the West says it will
neither fight for Ukraine nor send
weapons.

“In these dark waters after mili-
tary and diplomatic disasters, our
president has few choices, and they
are all bad,” said Vasyl Filipchuk, a
former senior Ukrainian diplomat.

Russia is intensifying calls for
Ukraine to submit. On Tuesday, For-
eign Minister Sergei Lavrov told re-

porters that the U.S. should “moder-
ate the ‘party of war’ in Kiev.”

Ukrainian officials and analysts
say the Russian intervention showed
the Kremlin has no intention of let-
ting the rebels be defeated, and
wants a peace deal on its terms.

Mr. Putin has raised concerns in
Kiev and the West in recent days
that he may be ready to take more
territory. Last week, for the first
time in months, he used the designa-
tion Novorossiya, or New Russia, a
historical reference to swaths of
Ukraine’s south and east.

He also told European Commis-
sion President José Manuel Barroso
last week that the Russian army

could take Kiev in two weeks if it
wanted to, according to an EU offi-
cial briefed on the discussion. A se-
nior Kremlin foreign-policy aide told
Russian news agencies Tuesday that
the words were taken out of context.

In a sign of Kiev’s concerns, De-
fense Minister Valeriy Heletey said
on Monday that Kiev would step
back from attempts to oust separat-
ists from occupied towns and cities
to focus on defending against a “full-
scale invasion” by Russia.

A decision either to carry on the
fight or to seek a settlement would
be fraught with risks for Mr. Porosh-
enko, who remains popular more
than two months after taking office.

After whipping up patriotic fer-
vor for the military offensive and
pledging a quick victory, talking
with those Kiev calls “terrorists”
would represent a major loss of face
for the president.

Any deal that grants the rebel ar-
eas autonomy would face strong op-
position from nationalist and West-
ern-leaning groups. On Tuesday,
separatist leaders stepped back from
a reported offer to remain part of
Ukraine if Kiev met their terms, say-
ing they wanted independence.

“He could end like Yanukovych,”
said Andrei, a commander in the na-
tionalist Azov volunteer battalion,
referring to former President Viktor

Yanukovych, who was ousted amid a
popular revolt in February.

Alternatively, Ukraine could mo-
bilize more men and even adopt
martial law. But officials admit its
poorly led and demoralized military
would have little chance in an all-out
war against Russia.

Mr. Poroshenko is likely to press
Western leaders at a meeting of the
North Atlantic Treaty Organization
that starts on Thursday to provide
arms to help Ukraine fight back.
Western leaders have so far refused.

Adopting martial law would also
prevent parliamentary elections,
scheduled for late October, from tak-
ing place, dashing Mr. Poroshenko’s
hopes of securing a solid, pro-West-
ern coalition based around his party.

Ukraine is also facing economic
pressures. On Tuesday, the Interna-
tional Monetary Fund said Kiev
could need additional financing
worth $19 billion next year if fight-
ing continues through 2015.

The IMF late last week approved
the latest tranche of the IMF’s $17
billion bailout, part of a $30 billion
international financing package. IMF
Managing Director Christine
Lagarde said Friday that “downside
risks to the program remain very
high,” with success hinging on a
quick resolution of the conflict.

Russia has plenty of levers to
make the situation worse. It has
turned off natural-gas supplies to
Kiev, demanding billions of dollars
that it says Ukraine owes. Ukrainian
officials say they don’t have enough
gas in storage to get through the
winter.

Moscow has also placed trade re-
strictions on Ukrainian goods, and
threatened broader sanctions if Kiev
proceeds with a free-trade agree-
ment with the EU.

—Ian Talley
contributed to this article.

BY JAMES MARSON

A wounded Ukrainian soldier says farewell at a military hospital in Kiev on Tuesday before being transported to Germany.
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Soldier Recounts Tale of a Deadly Russian Ambush
DNIPROPETROVSK, Ukraine—Ar-

tyom Kravchenko was a soldier for
Ukraine. He bought a flak jacket and
a helmet with his own savings, and
joined a volunteer militia to fight a
Russia-backed rebellion in the coun-
try’s east.

Like many other young Ukrainian
men moved by patriotism, he got a
baptism by fire.

After one week of training, Mr.
Kravchenko, 24, was sent with a
lightly armed police unit to the
town of Ilovaisk, near the Russian
border, where instead of fighting
Russia-backed rebels his unit bore
the brunt of an attack from the Rus-
sian army.

Many of his comrades were
killed in an ambush as they tried to
withdraw last week, he said. Mr.
Kravchenko only survived after a
two-day odyssey in which he re-
ceived three bullet wounds, hid
among the corpses of his friends
and drank his own urine to stay
alive, he said.

The travails of Mr. Kravchenko
and other young men present a
moral quandary to the West. Having
encouraged Ukraine to sign an asso-
ciation agreement with Europe that
angered Russia, it is now seeing
young Ukrainian men like him die in
large numbers.

Europe has responded with
moral outrage and sanctions that
have so far proved ineffective
against Russia, which denies that it

is funneling arms or troops across
the border. The West has refused
pleas from Kiev for heavier weap-
onry to repel Russian armor.

Mr. Kravchenko and thousands
like him who are long on enthusi-
asm and short on weapons are being
quickly overrun by better-armed
Russian troops and Russian-armed
militias. Kiev officials say hundreds
have died since the push of Russian
military units into the country last
week.

After being captured by Russian
troops and kept in a pit, Mr.
Kravchenko was handed back over
to the Ukrainians, who flew him in a
helicopter to the eastern city of Dni-
propetrovsk to recover in a military

hospital. Doctors say dozens of sol-
diers have been arriving at the air-
port each day, met by ambulances
lined up on the tarmac to take them
to various hospitals.

Mr. Kravchenko said he joined
the militia in July because he
wanted Ukraine to be part of Eu-
rope. “I was an idealist and I wanted
to help,” he said from a stretcher
taking him to the hospital. “But I
don’t think we can do anything
now.”

His training consisted of calis-
thenics and one day of shooting a
Kalashnikov, he said. He spent a
week on guard duty in a zone to the
rear of fighting and then joined his
unit, the Dnipro Battalion, in

Ilovaisk for his first taste of combat.
The unit, funded by private do-

nations, was no match for the artil-
lery and tank fire of the Russian
military. Last week, Mr. Kravchenko
said, commanders told everyone
that an agreement had been made
with the Russians that if they re-
treated peacefully, they would be al-
lowed safe passage back to Ukrai-
nian-controlled territory.

Mr. Kravchenko said he boarded
a minivan that joined a column of at
least 60 other Ukrainian vehicles,
which left Ilovaisk early in the
morning. With a paucity of funding,
Ukraine’s armed forces often rely on
buses and minivans to ferry many of
their troops. After Mr. Kravchenko’s
convoy had been on the road about
an hour, Russians and Russia-backed
militia opened fire on it, first with
mortars, then with machine guns, he
said.

Mr. Kravchenko said the minivan
broke down after it was riddled with
bullets, and he jumped aboard a mu-
nicipal bus in the column that was
carrying troops. Within minutes it
was raked by machine gun fire that
mowed down the passengers, killing
the man sitting next to him and
wounding Mr. Kravchenko in the
shoulder, he said.

He piled out of the bus with a
handful of survivors and jumped
aboard a pickup truck carrying six
other men, which continued before
it, too, was hit by machine gun fire
and then blew up when it was hit by
a grenade. Most of the others died

in the pickup, he said, or were killed
when they took cover beneath it and
it exploded, he said.

Mr. Kravchenko crawled into a
ditch where he played dead among
the corpses for about 10 hours, and
then crawled during the night to a
nearby forest.

He was captured after he wan-
dered onto a farm and drank from a
water trough for pigs. Russian
troops gave him some first aid and
then held him with other wounded
Ukrainians in a pit, he said. They
were handed over to the Ukrainian
army in a prisoner exchange.

In a war that has been fought
mostly through long-distance artil-
lery exchanges, the wounded arriv-
ing in Dnipropetrovsk are among
the few Ukrainian soldiers who have
seen Russian soldiers in Ukraine
face-to-face.

Russia’s state-controlled media
has demonized the Ukrainian gov-
ernment as riddled with neo-Nazis.
Survivors of the ambush said the
Russian soldiers were mainly para-
troopers who were kind to prison-
ers, but believed reports on Russian
television that Ukraine had set up
concentration camps for ethnic Rus-
sians.

“They were young guys, well-
armed, backed up by lots of equip-
ment,” said Vadim Kuprikov, 31, who
was captured after the armored per-
sonnel carrier he was riding on blew
up. “They said they came here to
defend the Ukrainian people against
fascists.”

BY ALAN CULLISON

Artyom Kravchenko recovers Tuesday from wounds he received fleeing Ilovaisk.
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The Day Your Workout Fails
How to Explain Feeling Off at the Gym? It’s in How You Eat, Drink, Sleep and Think

One of the mysteries of being
physically active is when the same
workout feels great one week and
lousy the next. Why does a routine
4-mile run or hourlong yoga class
suddenly morph into the last leg
of an Ironman triathlon?

Bad workouts happen to every-
one, from professional athletes to
office workers trying to carve out
30 minutes at the gym.

Coaches and academics can
identify many factors to explain
this mystery. In short, much of
what you eat, drink and even think
about can affect how you exercise.

Peter Thompson, a longtime
track and field coach who has
worked with athletic novices and
Olympians, says one factor that
can slow regular exercisers is in-
adequate recovery time.

“Training does not make you
fitter. It’s the recovery and adapta-
tion for training that makes you
fitter,” says Mr. Thompson, a na-
tive Brit who lives in Eugene, Ore.
“So you should train to recover,
not recover to train.”

Mr. Thompson recommends
that people rank their energy level
each day on a scale from 1 to 10. If
they never rank themselves an 8
or 9, they’re working out too hard,
too often or both, he says.

For most of us, excessive chan-
nel-surfing is a bigger problem
than overtraining. But we don’t al-
ways prepare for workouts as pre-
dictably as we set our DVRs.

Failing to eat enough, espe-
cially before a taxing workout, can
leave people feeling heavy-legged,
says Stella Lucia Volpe, chair of
the department of nutrition sci-
ences at Drexel University in Phila-
delphia.

The idea is to provide your
body with fuel that it can use
quickly. The closer you get to exer-
cising, the simpler and more car-
bohydrate-centric the food should
be. Dr. Volpe recommends eating
an apple or a small piece of toast
with peanut butter, for example.

“Even some coffee before is ab-
solutely fine,” she says. For part-
time coffee drinkers she cautions
to start with a small cup, because
it can stimulate the gastrointesti-
nal tract.

Some people can’t eat before
exercising without getting nause-
ated. For them, Dr. Volpe advises
eating a light snack of yogurt or
cereal the night before. If you’re
trying to lose weight, weigh your-

self once a week to make sure
your caloric intake isn’t overtaking
your activity level, Dr. Volpe says.

Alcohol, though it can have
health benefits in moderation, can
be a stealthy workout disrupter.
The American College of Sports
Medicine, an organization of
50,000 exercise-science profes-
sionals, recommends avoiding al-
cohol for 48 hours before an ath-
letic competition.

Teetotaling isn’t necessary if
you’re just cycling your usual loop.
But the quantity or type of alcohol
you drink could help explain why
that loop sometimes feels tougher.

“If you normally drink wine but
then the night before you have
some brandy, your body might re-
act to that,” Dr. Volpe says.
“Maybe you won’t sleep as well.”

Alcohol is one of several things
that can pull water from the body.
Dehydration can make your body
less efficient at cooling itself, mak-
ing exercise feel more labored.

Sleep also can be dehydrating,
particularly if you sleep with your
mouth open, says Chris Winter, a
neurologist in Charlottesville, Va.,
who consults pro athletes on how
to manage their slumber.

That could explain why a morn-

ing workout leaves you feeling es-
pecially parched if you usually
work out later in the day.

The effects of poor sleep also
can linger for as long as 48 hours.
A deficit of as little as one or two
hours can throw people off, Dr.
Winter says.

A bad night’s sleep can have
ripple effects, such as altering
what and when you eat, he says.
Sleepy people tend to crave fatty,
carb-laden snacks, which can dis-
rupt energy levels and lead to
overeating. Even if you’re not hun-
gry, Dr. Winter says, “you may find
yourself walking by Gladys’s desk
and helping yourself to her Her-
shey’s Miniatures seven or eight
times a day.”

Lost sleep and snacking could
prompt you to skip a workout. But
the best thing to do after poor
sleep is return to your regular rou-
tine as soon as possible, the doc-
tor advises.

While everyone is a bit differ-
ent, “I tell people, the best thing
you can do for your sleep is to ex-
ercise the same time every morn-
ing,” Dr. Winter says.

One important thing to remem-
ber as you labor to hoist the ket-
tlebell you were lifting with ease

last weekend is that bad workout
days are normal. Emily Rand, a
semiprofessional middle-distance
runner who works out under Mr.
Thompson’s guidance, says she has
a few workouts every month that
feel worse than expected. In most
cases, she says, she never figures
out why.

“I always say if you’re working
out five days a week, you’re going
to have one good day, one bad day
and three kind of normal days,”
says Stephen Ball, an associate
professor at the University of Mis-
souri department of nutrition and
exercise physiology.

What about those days when
you’re perfectly hydrated and fed,
you’ve had a good few days of
sleep and limited your alcohol in-
take to a few sips? Why are you
still dragging?

Simple monotony can cause a
bad training day, Dr. Ball says. Se-
rious weightlifters in particular
can spend several hours each week
in the same confined area and of-
ten do the same routine, he says.
That’s a recipe for boredom and
lackluster performance.

Often there are multiple exer-
cises or machines that can work
the same muscle group, Dr. Ball

says. Instead of plopping down
and doing the same old bench
press, try using dumbbells, a
chest-press machine—or try
changing the angle of the bench,
Dr. Ball says.

To stave off sameness, you can
also try varying the length of rest
periods between sets, he says.

If you’re still stumped as to
why a workout went badly, think
about your life away from exer-
cise. Are you preoccupied with a
looming project at work? Are you
feuding with a rebellious teen-
ager? Mr. Thompson, the running
coach, says he coached one athlete
whose workout performance
dipped for six months after a bro-
ken engagement.

From 2000 to 2010, Mr.
Thompson coached the cross-
country running club at England’s
academically intense University of
Oxford. Those athletes, like many
people, “had this kind of mistaken
belief that they could compart-
mentalize the stress in their lives.”

Instead, their personal worries
sometimes would encroach on
their performance.

“I would encourage them to go
to a comedy club once a week,” he
says.

BY RACHEL BACHMAN

Peter Thompson, left, trains middle-distance runners Heather Spinney, near right, and Emily Rand, right, in Eugene, Ore.
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SIX RULES FORMAKINGYOUR EXERCISEMORE CONSISTENT

POWERDOWN
A poor night’s sleep can af-
fect workouts for as long as
48 hours. If youmiss sleep
or sleep poorly, return to
your regular workout routine
rather than sleeping extra
late.

EASYDOES IT
Consuming an alcoholic bever-
age different from your usual
drink—like hard liquor instead
of wine—can affect workouts.
Replenish lost fluids from
alcohol, which dehydrates,
with plenty of water.

MIX IT UP
Doing the sameworkout every
day is a recipe for boredom.
Vary your running route, try
a new class at the gym or
use a newweightmachine or
exercise to work out the same
muscle group.

KEEPHYDRATED
Sleep is dehydrating, so drink
water beforemorning work-
outs. If you eat fibrous foods,
make sure you’re drinking
enoughwater for your body to
process them.

STAY FUELED
Be sure to eat, especially
before an arduous workout.
Apples and bananas provide
quick energy and are easy to
digest. If you don’t eat before
morning exercise, have a snack
the night before.

RECHARGE
A common cause of lacklus-
ter exercise is not allow-
ing enough time between
workouts. Rate your energy
level each day on a scale from
1 to 10. If you never get to 8
or 9, you could be working
out too often.
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camp—are likely to ring alarm bells
in London, where all three main po-
litical parties oppose Scottish inde-
pendence.

The results will be greeted with
jubilation in the pro-independence
“yes” camp, spearheaded by the
Scottish National Party, which holds
power in Scotland’s semiautono-
mous Parliament in Edinburgh.

“A close finish looks likely, and a
‘yes’ victory is now a real possibil-
ity,” said Peter Kellner, YouGov
president, in a blog on his firm’s
website.

A spokesman for Prime Minister
David Cameron told reporters Tues-
day the government remains confi-
dent that its arguments for main-
taining the union are getting
through to voters.

“The only poll that counts is the
referendum itself,” he said.

The pickup in support for the
“yes” campaign follows weeks of in-
tense campaigning by both sides, in-
cluding a bad-tempered televised
debate between Alex Salmond, the
chief minister in Scotland’s govern-
ment and leader of the SNP, and
Alistair Darling, a Scot and former
U.K. finance minister who leads the
pro-U.K. Better Together campaign.
A snap poll published after the de-
bate showed a majority of viewers
thought Mr. Salmond the winner.

It also follows an intervention by
business leaders, more than 100 of
whom signed a letter saying inde-
pendence would be bad for Scot-
land’s economy.

Yet YouGov’s poll showed Scots’
nervousness about the economic
consequences of quitting the U.K.
has diminished, despite warnings
from London that an independent
Scotland would be considerably
worse off than if the nation stayed
in the U.K. YouGov reported that
35% of Scots thought Scotland
would be better off outside the U.K,
up from 32% in August. Mr. Salmond
has long argued Scotland’s oil
wealth would ensure the country
would prosper if Scots choose to se-
cede.

In financial markets, however,
the increasing prospect of Scotland
leaving the U.K. is unsettling inves-
tors.

BlackRock Inc., the world’s larg-
est asset-management firm with
about $4.3 trillion in assets under
management, last week said it is

Continued from first page now using derivatives to bet against
sterling heading into the vote.

The chief investment officer of
Kleinwort Benson, which has £5.7
billion ($9.5 billion) under manage-
ment, meanwhile, has warned that a
winning independence vote could
easily cause the pound to collapse.

In bond markets, the U.K.’s De-
cember gilt slipped a third of a
point lower to 113.06, according to
Tradeweb. Ten-year U.K. govern-
ment bonds were yielding 2.419%.

A former senior official at the
European Commission weighed in
on the debate Tuesday, saying he
expects an independent Scotland
would have to pledge to join the
euro if it wished to stay in the Euro-
pean Union.

Olli Rehn, until earlier this year
the commission’s top official for
monetary and financial affairs, said
in a letter to U.K. Treasury Minister
Danny Alexander that Scotland
would need to open negotiations
with the EU to remain a member if
Scots vote to secede in a referen-
dum on Sept. 18.

“An independent Scotland would
have to negotiate on EU member-
ship and fulfill the judicial, political
and economic criteria as any other
European country seeking to join,”
Mr. Rehn wrote in a letter published
Tuesday by Mr. Alexander’s Liberal
Democrat party.

He said that a “core part” of EU
membership is that new members
are “committed to economic and
monetary union, which implies the
will and expected capacity to meet
the convergence criteria of euro
membership in due course.”

Mr. Rehn said “sterlingization,”
an arrangement whereby Scotland
would keep using the pound without
the agreement of London, would
“simply not be possible” if the na-
tion wished to stay in the EU.

Mr. Alexander said Mr. Rehn’s re-
marks were a blow for pro-indepen-
dence Scottish nationalists led by
Alex Salmond, leader of Scotland’s
semiautonomous government in Ed-
inburgh.

Mr. Salmond has said an inde-
pendent Scotland would stay in the
EU, would keep using sterling and
wouldn’t join the euro. He has ar-
gued that Scotland would use the
currency unilaterally if a formal eu-
rozone-style sterling currency union
between Scotland and the U.K.
couldn’t be agreed with London.

Door-to-Door, Activists
Push Scots to Vote ‘Yes’

GLASGOW, Scotland—On a re-
cent Thursday night, a campaigner
for Scotland’s secession movement
knocked on the door of a house in a
working-class neighborhood on the
outskirts of this city.

“Hi, we’re here from Yes Scot-
land,” Fraser Leith said to the el-
derly woman who came to the door.
“You’ve previously said you were
undecided about the referendum,
and we wanted to….”

“I’m decided,” the woman said.
“No. Nothing good has ever come of
countries separating,” she added,
shutting the door.

Mr. Leith and thousands of oth-
ers across Scotland are going door-
to-door in the evenings, trying to
convince the undecided to vote for
Scottish independence in the final
stretch before the country’s Sept. 18
referendum.

A poll released Tuesday shows a
surge in support for Scottish inde-
pendence, which had long been
trailing. It found 42% of Scots said
they intend to vote for indepen-
dence, up from 35% in a poll six
months ago, while 48% said they’ll
vote against it. The survey taken
Aug. 28-Sept. 1 shows 8% of voters
are still undecided.

Many undecided voters are
weighing their fears about an uncer-
tain economic future for Scotland
against their desire to end rule by
David Cameron’s Conservative Party,
which some see as elitist and out of
touch with generally left-leaning
Scots.

At the core of the unionist cam-
paign led by Alistair Darling, a
member of Parliament in London, is
the argument that Scotland, even
with its oil reserves, may not have a
vibrant enough economy to go it
alone. This has stirred resentment
from Scots, who say the campaign is
patronizing.

The 42-year-old Glasgow cam-
paigner Mr. Leith, whose day job is
managing public-transport data, has
banded together with community
members to organize canvassing
drives, rallies and debates. He has
never previously been involved in

politics, but said he joined the inde-
pendence campaign because he feels
Scots should be able to decide for
themselves how to run their govern-
ment. London politicians are making
policies, such as cutting services for
disabled people and the poor, that
are at odds with what the Scottish
people want, Mr. Leith said.

“That is not democracy as far as
I’m concerned,” he said.

Knocking on doors is a game of
chance: Some people don’t want to
talk and others won’t stop talking,
he said. Mr. Leith said he feels in-
vigorated when he manages to per-
suade someone to vote for indepen-
dence, but disheartened when
others say they won’t consider it.

On Thursday, after meeting a few
residents planning to vote against
independence, he and his fellow
campaigner decided they needed
some moral support and knocked on
the door of a house displaying pro-
independence posters. No one an-
swered.

Mr. Leith and other campaigners
in this northern Glasgow community
raised £1,000 ($1,660) to rent out a
shop for three months and use it as
a place for Yes Scotland to distrib-
ute voter registration forms and an-
swer questions. In response, the
owner of an empty shop next door
plastered it with posters that say
“Vote no.”

Scotland joined England and
Wales in 1707, forming Great Britain.
Momentum for Scotland to break
away from the U.K., which also in-
cludes Northern Ireland, has in-
creased in recent years. Scotland
has a devolved Parliament and has
put in place its own policies in
health and education, such as free
prescriptions and free university tu-
ition. When the Scottish National

Party, headed by Scottish govern-
ment leader Alex Salmond, won its
first majority in parliamentary elec-
tions in 2011, it vowed to hold a ref-
erendum on Scotland’s indepen-
dence within five years. A “yes”
vote would make Scotland an inde-
pendent country in March 2016.

Yes Scotland, which spearheads
the pro-independence campaign, is
an umbrella group for a bewildering
array of outfits working to persuade
Scots to ditch the union. Members
range from environmentalist groups
to a collective for artists and writ-
ers who compose poems and make
films touting independence. Also on
the roster: Cabbies for Yes, Africans
for Yes and Architects for Yes,
among others.

“The strength of the Yes cam-
paign is in its grass roots,” said Ste-
phen Noon, the campaign’s chief
strategist. The Yes camp has also
shown itself adept at using social
media to make itself heard. That has
been necessary, Mr. Noon said, as
many mainstream media support
maintaining the union.

The pro-U.K. Better Together
group, which has the support of all
three main political parties in Lon-
don, has run a campaign focused
largely on town-hall meetings and
bulk mailings.

In Linlithgow, Mr. Salmond’s
hometown, canvassers went door-
to-door on a recent Friday in the
pouring rain. When Martyn Day, a
43-year-old campaigner, knocked on
a door, the woman who answered
told him: “I’m voting “aye,” using
the colloquial term for “yes.”

At another house, a voter said
she was for staying in the union but
that her husband was open to being
persuaded to vote for independence.
Mr. Day handed her an information
pamphlet titled the Wee Blue Book.

“I’ll certainly have a look,” she
said to Mr. Day, a local councillor. “I
want to make sure I’m making an
informed decision.”

Mr. Day and his colleagues have
knocked on hundreds of doors in the
area since 2012, when they began
canvassing. “It has been a long cam-
paign,” fellow campaigner Robert
Cruickshank said. “But it is for our
freedom, you know.”

BY JENNY GROSS
AND JASON DOUGLAS

After campaigners in Glasgow set up a ‘Yes Scotland’ shop, the shopowner next door plastered up ‘Vote no’ signs.
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Against
Independence

48%

For
Independence

42%

Don’t know/
not voting

Should Scotland be
an independent country?

10%

IndependencePushGathers Steam
A new poll Tuesday showed Scottish support for staying in the
U.K. has narrowed ahead of a historic referendum Sept. 18 on
whether Scotland should seek independence.

First Minister of Scotland Alex
Salmond at the second debate on
Scottish Independence on Aug. 25

Poll conducted of 1063 Scottish Adults (16+) Aug. 28th-Sept. 1.
Source: YouGov The Wall Street Journal

Reuters

Independence Vote
Surges in Scots’ Poll

Many undecided voters
weigh fears of Scotland’s
economic future against a
desire to end the rule of
the Conservative party.
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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 0.60 101.89% 0.01% 0.81 0.56 0.66

Eur. HighVolatility: 20/1 0.69 101.32 0.01 1.11 0.68 0.82

EuropeCrossover: 21/1 2.41 111.34 0.05 3.11 2.19 2.61

Asia ex-Japan IG: 21/1 0.97 100.14 0.01 1.13 0.96 1.03

Japan: 21/1 0.62 101.78 0.01 0.72 0.62 0.66

Note: Data as of September 1

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 Europe's deals: Bank revenue rankings, Global (ex US)
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

DeutscheBank $1,554 5.5% 27% 37% 19% 17%

JPMorgan 1,548 5.5 30 31 24 15

GoldmanSachs 1,507 5.4 35 27 32 6

MorganStanley 1,328 4.7 40 27 24 9

Credit Suisse 1,161 4.1 32 30 28 10

Citi 1,156 4.1 30 36 23 11

BankofAmericaMerrill Lynch 1,084 3.9 31 28 27 14

Barclays 902 3.2 22 43 19 16

HSBC 901 3.2 20 50 5 24

Source: Dealogic

Tracking
credit
markets &
dealmakers

Dow Jones Industrial Average P/E: 16
LAST: 17067.56 t 30.89, or 0.18%
YEAR TO DATE: s 490.90, or 3.0%
OVER 52WEEKS s 2,233.60, or 15.1%

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

Tesco United Kingdom Food Retailers &Wholesalers 32,957,396 230.90 2.37% -30.9% -37.6%

Glencore PLC United Kingdom GeneralMining 25,064,703 367.55 1.58 17.5 17.8

Vodafone Group United Kingdom Mobile Telecommunications 59,514,213 208.90 1.06 -14.8 -5.3

BHPBilliton United Kingdom GeneralMining 7,525,044 1,920 0.79 2.7 -0.1

Schneider Electric SE France Electrical Components & Equipment 1,270,917 64.21 0.75 1.3 8.0

Lloyds Banking Group PLC United Kingdom Banks 290,712,460 74.82 -1.36% -5.1 2.0

Total France Integrated Oil & Gas 3,891,874 49.87 -1.33 12.0 17.6

BPPLC United Kingdom Integrated Oil & Gas 31,220,408 477.30 -1.12 -2.2 7.1

AstraZeneca United Kingdom Pharmaceuticals 4,576,242 4,541 -0.80 27.0 42.7

Barclays United Kingdom Banks 27,180,745 222.35 -0.78 -18.2 -22.2

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

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

Unilever 1,778,696 2,680 0.75% 8.0% 7.8%
United Kingdom (Food Products)
Deutsche Telekom 7,351,517 11.56 0.74 -6.1 18.7
Germany (Mobile Telecommunications)
INGGroep 11,400,162 10.55 0.72 4.4 24.8
Netherlands (Life Insurance)
Reckitt Benckiser Grp 2,093,274 5,345 0.56 11.5 20.8
United Kingdom (Nondurable Household Products)
BNPParibas 3,326,995 51.67 0.56 -8.8 5.6
France (Banks)
Diageo 5,328,270 1,785 0.56 -10.8 -10.5
United Kingdom (Distillers & Vintners)
Siemens 1,223,633 96.09 0.53 -3.2 18.2
Germany (Diversified Industrials)
SAP 1,519,766 59.80 0.50 -4.0 8.5
Germany (Software)
ABB 4,908,048 21.03 0.48 -10.4 4.5
Switzerland (Industrial Machinery)
Allianz SE 1,127,193 130.75 0.46 0.3 18.5
Germany (Full Line Insurance)
Zurich Insurance Group 263,990 277.00 0.44 7.2 17.8
Switzerland (Full Line Insurance)
Credit Suisse GroupAG 4,581,020 25.95 0.39 -4.8 -5.2
Switzerland (Banks)
BASF 1,421,372 78.21 0.39 0.9 16.3
Germany (Commodity Chemicals)
British American Tobacco 1,530,459 3,566 0.38 10.1 8.9
United Kingdom (Tobacco)
Unilever CVA 2,805,306 31.84 0.36 8.7 10.2
Netherlands (Food Products)
Banco Bilbao Vizcaya Argn 23,330,087 9.26 0.34 4.5 27.9
Spain (Banks)
ENI 9,266,611 18.98 0.32 8.5 9.4
Italy (Integrated Oil & Gas)
Standard Chartered 5,137,312 1,218 0.29 -10.5 -16.8
United Kingdom (Banks)
Nestle 3,394,094 71.55 0.28 9.6 16.5
Switzerland (Food Products)
Deutsche Bank 5,008,330 26.05 0.27 -24.9 -21.8
Germany (Banks)

Latest,
in local STOCK PERFORMANCE

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

Sanofi SA 2,473,718 83.76 0.26% 8.6% 12.6%
France (Pharmaceuticals)
UBS 10,026,632 16.39 0.24 -3.1 -11.8
Switzerland (Banks)
AXA 4,368,802 18.87 0.19 -6.7 11.6
France (Full Line Insurance)
Rio Tinto 3,384,801 3,237 0.17 -5.1 6.6
United Kingdom (GeneralMining)
Moet Hennessy Louis Vuitt 389,262 133.05 0.11 0.3 -2.1
France (Clothing & Accessories)
Financiere Richemont 532,737 88.10 0.06 -0.8 -3.5
Switzerland (Clothing & Accessories)
Anheuser-Busch InBev 1,031,216 84.95 ... 10.0 17.7
Belgium (Brewers)
National Grid 7,288,045 902.50 ... 14.5 20.1
United Kingdom (Multiutilities)
Telefon L.M. Ericsson B 4,877,202 86.40 ... 10.1 9.9
Sweden (Telecommunications Equipment)
Bayer 1,127,724 102.60 -0.05 0.6 21.0
Germany (Specialty Chemicals)
HSBCHldgs 17,726,005 647.10 -0.06 -2.3 -5.8
United Kingdom (Banks)
Daimler 1,941,145 61.82 -0.10 -1.7 17.2
Germany (Automobiles)
Novartis AG 5,351,699 85.80 -0.12 20.5 22.8
Switzerland (Pharmaceuticals)
RocheHolding Part. Cert. 863,748 268.90 -0.15 7.9 13.7
Switzerland (Pharmaceuticals)
L'Air Liquide 483,967 96.93 -0.16 -5.7 -4.0
France (Commodity Chemicals)
Banco Santander S.A. 27,773,320 7.58 -0.25 20.1 44.8
Spain (Banks)
Telefonica S.A. 11,500,948 12.02 -0.33 1.6 15.2
Spain (Fixed Line Telecommunications)
GlaxoSmithKline 6,093,700 1,455 -0.38 -9.7 -13.0
United Kingdom (Pharmaceuticals)
Royal Dutch Shell A 2,196,837 2,441 -0.49 12.9 17.6
United Kingdom (Integrated Oil & Gas)
BGGrp 7,389,906 1,208 -0.74 -6.9 -2.5
United Kingdom (Integrated Oil & Gas)

Sources: SIX Financial Information

DJIA component stocks
Volume, CHANGE

Stock Symbol inmillions Latest Points Percentage

AT&T T 10.1 $34.83 –0.13 –0.39%
AmExpress AXP 2.5 89.69 0.14 0.15
Boeing BA 3.8 125.33 –1.47 –1.16
Caterpillar CAT 3.1 108.94 –0.13 –0.11
Chevron CVX 3.8 127.37 –2.08 –1.61
CiscoSys CSCO 15.3 24.84 –0.14 –0.58
CocaCola KO 8.2 41.62 –0.10 –0.25
Disney DIS 4.4 90.75 0.87 0.97
DuPont DD 2.4 65.87 –0.24 –0.36
ExxonMobil XOM 6.4 98.38 –1.08 –1.09
GenElec GE 20.6 25.85 –0.13 –0.50
GoldmanSachs GS 1.7 179.96 0.85 0.47
HomeDpt HD 18.7 91.15 –1.88 –2.02
Intel INTC 23.6 34.51 –0.41 –1.17
IBM IBM 2.3 191.56 –0.74 –0.38
JPMorgChas JPM 7.0 59.69 0.24 0.40
JohnsJohns JNJ 3.7 103.35 –0.38 –0.37
McDonalds MCD 5.8 92.81 –0.91 –0.98
Merck MRK 4.8 59.76 –0.35 –0.58
Microsoft MSFT 17.4 45.01 –0.42 –0.92
NikeB NKE 3.4 79.23 0.69 0.87
Pfizer PFE 17.5 29.27 –0.12 –0.41
ProctGamb PG 4.5 82.99 –0.12 –0.14
3M MMM 1.3 144.28 0.28 0.19
TravelersCos TRV 2.0 94.55 –0.16 –0.17
UnitedTech UTX 3.3 109.03 1.05 0.97
UtdHlthGp UNH 3.2 86.44 –0.24 –0.28
Verizon VZ 7.0 49.68 –0.14 –0.28
VISAClA V 1.7 214.78 2.26 1.06

WalMart WMT 3.6 75.72 0.22 0.30

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

Eileme2ABpubl 136 –6 –21 –11

UniCredit 90 –3 –13 –33

GroheHldg 63 –2 –5 –10

FundacionBancaria Caixa
dEstalvis i Pensions de
Barcelona

89 –2 –10 ...

BcaMontedei Paschi di
Siena 187 –5 –20 –69

BcoBilbaoVizcaya
Argentaria 67 –1 –7 –23

BcoPop 181 –4 –10 –45

Commerzbank 73 –1 –2 –20

SAFEWAY 140 –2 –10 –8

Royal Bkof Scotland 71 –1 –1 –8

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

ITV 132 11 6 –5

Natl Grid Electricity
Transmission 48 1 1 –1

AkzoNobel 62 1 ... 1

BcodeSabadell 116 2 –16 –37

Volkswagen 43 ... –1 –2

Valeo 66 1 –2 –7

ONOFin II 37 ... –4 –5

BASFPersCare Nutrition 33 ... –1 ...

BASFSchweiz 23 ... ... ...

LandbkBadenWuertbg 55 ... –1 –4

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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Hopeful GOP
Weighs Agenda
For New Senate

WASHINGTON—As odds improve
that the GOP will control both
chambers of Congress next year,
Senate Republicans are starting to
plan an agenda intended to extract
policy concessions from President
Barack Obama without inducing the
capital’s market-rattling brinkman-
ship of recent years.

Republican senators say the
emerging plans aim to show voters
the party can successfully govern—
enacting GOP policy while avoiding
a sharply confrontational tone that
some Republicans fear could endan-
ger the party’s electoral prospects in
2016. Some of the top goals include
approving the Keystone XL pipeline,
passing accelerated rules for over-
seas trade agreements, speeding up
federal reviews of natural-gas ex-
ports and repealing the 2010 health
law’s medical-device tax.

Such an approach has some in
the tea-party wing calling the strat-
egy too cautious, saying the point of
fighting for a GOP majority is to
push for more ambitious priorities.

Republicans control the House
and need to gain six seats for a ma-
jority in the Senate, an outcome
that independent analysts say is in-
creasingly likely due to Mr. Obama’s
low approval ratings and an election
map that forces Democrats to de-
fend seats in some GOP-leaning
states.

Top Republicans from each Sen-
ate committee have been meeting
“for some time” to discuss which
bills stand the best chance of clear-
ing a GOP-controlled Congress, said
Sen. John Barrasso of Wyoming,
chairman of the Senate Republican
Policy Committee. Many of these
measures have drawn some level of
Democratic support, suggesting that
Mr. Obama might have trouble re-
jecting them.

“I want to put things on the
president’s desk that he will have to
think long and hard about and
would be encouraged to sign,” Mr.
Barrasso said.

Republicans aren’t expected to
win the 60 seats needed in the Sen-
ate to overcome Democratic proce-
dural hurdles on most legislation,

leading some in the GOP to aim for
opportunities to pull policy mod-
estly to the right and at least map
out priorities for bigger issues like
overhauling the tax code.

In addition, some Republicans
worry the kind of confrontation that
marked recent budget talks could
create voter backlash ahead of 2016,
when the party hopes to win the
White House and may have to de-
fend over two-thirds of the Senate
seats up for election that year.

“No senator will be more disap-
pointed if we happen to end up in
the majority and we squander it to-
tally by overreaching.” said Sen. Bob
Corker (R., Tenn.).

Mr. Obama, in a Labor Day
speech Monday in Milwaukee, urged
voters not to let Republicans set the
national agenda.

“They oppose almost every-
thing,” Mr. Obama said in comments
aimed at motivating Democratic
voters. “They oppose stuff they used
to be for. They used to be for build-
ing roads and bridges.” When the
crowd booed the GOP, Mr. Obama
said: “It’s easy to boo. I want you to
vote.’’

Regaining a Senate majority
would give Republicans full control
of Congress for the first time since
2007. It also would end what has
been a relative rarity in Congress:
divided control of the House and
Senate. Five of the past 10 Con-
gresses, dating to 1995, have been
under Republican control, with two
under Democratic control and the
bulk of three sessions divided.

The approach described by some
GOP lawmakers and aides risks frus-
trating the most conservative cor-
ners of the party, who pushed the
confrontational tactics that helped
lead to last fall’s partial government
shutdown.

“There’s certainly a risk that if
the mentality is to make the trains
run on time and find some small ar-
eas of agreement that conservatives
will be left on the outside,” said Dan
Holler, spokesman of Heritage Ac-
tion for America, the lobbying arm
of a think tank that has championed
the party’s most conservative law-
makers and legislation.

Rep. Jack Kingston (R., Ga.) said

he would be disappointed if the
party deferred bold action because
it had its eye on 2016. He said the
best course was to commit to a firm
agenda, so that a GOP takeover of
the Senate wouldn’t amount to “one
magnificent gavel switch, and noth-
ing of substance happening.”

One area likely to foster some in-
ternal GOP divisions is how to ap-
proach the Affordable Care Act.
Some Republicans think seeking
narrow changes would be most ef-
fective. In addition to repealing the
medical-device tax, some Republi-
cans aim to change the definition of
a full-time worker under the health
law to ease the law’s requirements
on businesses.

Others say that voting on a
wholesale scrapping of the law is
crucial to establishing a GOP
agenda. “A Republican-controlled
Congress has to reaffirm its position
that Obamacare needs to be re-
pealed,” said Mr. Holler.

Should they take the Senate ma-
jority, one area in which Republi-
cans plan to exercise their new le-
verage without Democratic support
is the federal budget, which requires
only a simple majority, generally 51
votes, to pass the chamber.

“So, in the House and Senate, we
own the budget,” Senate Minority
Leader Mitch McConnell said at a
private June summit of conserva-
tives and donors, outlining his strat-
egy for a GOP-controlled Senate. Re-
publicans will try to pressure Mr.
Obama to agree to policy changes by
attaching GOP-favored measures to
their budget, Mr. McConnell said.

The budget can be a vehicle for
policy on a range of issues if law-
makers use a parliamentary tactic
called “reconciliation” to enable
measures to pass with a simple ma-
jority.

Still, passing a GOP budget
would meet significant political
challenges. With 24 Republican

seats likely to be up for election in
2016, compared with a likely 10
Democratic seats, efforts to clear a
budget through both chambers
could prove difficult if House Re-
publicans coalesce around deep cuts
to federal safety-net programs such
as Medicare and Medicaid to reduce
the budget deficit.

Democrats already are criticizing
GOP budget plans that they say
would cut social programs. “Repub-
licans are clearly planning to con-
tinue pushing their irresponsible
and extreme budget policies, and
families and communities across the
country know exactly what that
looks like,’’ said Sen. Patty Murray
(D., Wash.), who leads the Senate
Budget Committee.

Republicans also need to find a
way to navigate often-treacherous
issues such as the U.S. government
hitting its borrowing limit in mid-
March. Past confrontations over the
debt ceiling have been ugly.

BY KRISTINA PETERSON

Texas

Idaho

N.M.

Ore.

Wyo.

Ill.

Kan.

Neb.

Minn.

Okla.

Ala.Miss.

Tenn.

Va.

S.C.

Maine

N.J.

Mass.

Del.

R.I.

Hawaii

Mont.

Colo.

Iowa

S.D.

Ark.

Mich.

Ga.

La.

N.C.

Alaska

Ky.

W.Va.W.Va.

N.H.

West Virginia, Montana, South Dakota
Many independent analysts say these seats are very likely
to flip from Democrats to the GOP, giving Republicans a big
jump on the six seats they need to take a Senate majority.
All three are open seats, with no Democratic incumbent
running. President Obama lost all three states in 2012.

Arkansas, N. Carolina, Alaska, Louisiana
These states sided against President Obama in 2012, a
signal of why Democrats face challenges in defending
Senate seats in those states this year. Under Louisiana’s
open primary system, the winner may not be determined
until a Dec. 6 runoff.

Iowa, Michigan, New Hampshire, Colorado
Democrats are in unexpectedly close races in these states,
which backed Mr. Obama in 2012. Democratic incumbents
are up for re-election in Colorado, New Hampshire while
Iowa and Michigan are represented by Democrats who are
retiring.

Georgia, Kentucky
Democrats stand a chance of a picking up seats in these
traditionally conservative states. Democrats would love to
knock off incumbent Senate Minority Leader Mitch
McConnell in Kentucky; they see him as a formidable
obstacle to Mr. Obama’s legislative agenda.

Note: Oklahoma and
South Carolina each
have two seats up for
election this cycle.

WHERE THINGS STAND IN SOME NOTABLE CONTESTS

Solid/likely
Republican

Solid/likely
Democrat

Toss up or
just leaning
toward one
party

Current
Senate
outlook

34 D seats not up for election* 10 11 15 30 R seats not up for election

Solid/likely D Toss up/leaning Solid/likely R

50

A Sprawling Battlefield
Control of the Senate will be determined by races in more than a dozen states, most of which
favored the GOP in the 2012 presidential election.

*Includes two independents who align with the Democrats.
Source: Cook Political Report (race ratings) The Wall Street Journal

Cantor Lands Job at Wall Street Investment Bank
Eric Cantor plans to join bou-

tique investment bank Moelis & Co.
as the recently defeated House ma-
jority leader embarks on a new ca-
reer on Wall Street.

Mr. Cantor, 51 years old, will be a
vice chairman and board member at
the firm, effective this week, he and
Moelis founder Ken Moelis said in a
joint interview on Monday.

Mr. Cantor, a Virginia Republi-
can, lost his seat in Congress when
he was defeated in a June primary.
Rather than continue as majority
leader, he stepped down from the
post last month. At Moelis, Mr. Can-
tor will help the firm, which was
formed in 2007 and has offices

overseas, compete for business and
advise corporate and investor cli-
ents on takeovers and other deals.

Mr. Moelis said he was hiring Mr.
Cantor for his “judgment and expe-
rience” and ability to open doors—
and not just for help navigating reg-
ulatory and political waters in
Washington. Still, expertise in such
matters is likely to be valuable,
given how heavily they can weigh
on the minds of corporate execu-
tives. “I have no need for a political
figurehead,” Mr. Moelis said. “What
I want is a partner.”

Mr. Cantor was defeated in the
primary by a little-known, under-
funded college professor in one of
the most surprising political upsets
in recent memory. Mr. Cantor was
widely viewed as the favorite to suc-

ceed John Boehner as House
Speaker when the Ohio Republican
steps aside.

Mr. Cantor has long been seen as
a liaison of sorts between the GOP
and Wall Street, which also has been
a big campaign contributor.

Since 2012, he has raised nearly
$1.4 million from financial firms and
their employees, according to the
Center for Responsive Politics, the
most of any industry. Big donors to
the former congressman include the
investment bank Goldman Sachs
Group Inc. and the private-equity
firm Blackstone Group LP.

During his congressional tenure,
Mr. Cantor cultivated close ties with
the heads of several large compa-
nies, including in the financial sec-
tor.

Moelis & Co. is coming of age as
more mergers-and-acquisitions busi-
ness is migrating from larger firms
such as UBS AG, where Mr. Moelis
was an executive, and toward
smaller investment banks that pitch
themselves as independent of the
conflicts of interest that can arise at
larger institutions competing in
multiple lines of business.

Mr. Moelis took his firm public in
April, and in a sign of investors’ en-
thusiasm for the boutique model, its
shares have risen nearly 40% since
then, giving it a market value of
about $2 billion.

Messrs. Moelis and Cantor, who
have known each other for more
than three years, began discussing
the possibility of working together
shortly before July Fourth, Mr. Can-

tor said.
Mr. Cantor, who will continue to

live in Virginia, will open a new of-
fice for the firm in Washington, in
addition to having an office at the
company’s headquarters in New
York City.

Moelis will pay Mr. Cantor a base
salary of $400,000 and an initial
cash payment of $400,000, accord-
ing to a Securities and Exchange
Commission filing. The firm is also
granting Mr. Cantor $1 million in
shares that vest over a five-year pe-
riod. In 2015, Mr. Cantor is slated to
receive a minimum $1.2 million
cash-incentive payment and
$400,000 in shares, according to the
filing. Moelis pays each of its execu-
tive officers a $400,000 base salary,
according to a March SEC filing.

BY DANA CIMILLUCA
AND PATRICK O’CONNOR
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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 600 342.75 -0.11 -0.03% 4.4% 13.1%

Stoxx Europe 50 3052.40 -4.73 -0.15 4.6 12.2

Euro Zone Euro Stoxx 320.21 0.57 0.18% 1.9 13.7

Euro Stoxx 50 3180.29 5.24 0.17 2.3 14.6

Austria ATX 2293.29 -4.13 -0.18 -9.9 -6.5

Belgium Bel-20 3177.88 -2.81 -0.09 8.7 17.3

Czech Republic PX 988.96 8.06 0.82 ... 4.8

Denmark OMXCopenhagen 670.04 0.37 0.06 18.4 31.4

Finland OMXHelsinki 7652.80 37.26 0.49 4.3 20.4

France CAC-40 4378.33 -1.40 -0.03 1.9 9.3

Germany DAX 9507.02 27.99 0.30 -0.5 15.3

Hungary BUX 17969.68 88.46 0.49 -3.2 -1.2

Ireland ISEQ 4827.36 4.84 0.10 6.3 13.6

Italy FTSEMIB 20446.28 100.43 0.49 7.8 20.4

Netherlands AEX 415.00 0.77 0.19 3.3 12.4

Norway All-Shares 684.95 2.43 0.36 13.6 24.9

Poland WIG 52643.48 227.17 0.43 2.7 7.0

Portugal PSI 20 5887.00 -22.10 -0.37 -10.2 -0.3

Russia RTSI 1177.93 0.27 0.02% -18.4 -8.9

PREVIOUS SESSION PERFORMANCE
Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.
Spain IBEX 35 10755.00 8.50 0.08 8.5 27.6

Sweden OMXStockholm 447.89 0.29 0.06 5.7 15.2

Switzerland SMI 8757.32 10.35 0.12 6.8 11.3

Turkey BIST 100 80710.01 -114.7 -0.14% 19.0 17.7

U.K. FTSE 100 6829.17 3.86 0.06 1.2 5.0

ASIA-PACIFIC DJAsia-Pacific TSM 1530.60 -1.84 -0.12 5.7 15.1

Australia SPX/ASX 200 5658.50 28.70 0.51 5.7 8.9

China Shanghai Composite 2266.05 30.54 1.37 7.1 6.7

Hong Kong Hang Seng 24749.02 -3.07 -0.01 6.2 10.5

India S&PBSE Sensex 27019.39 151.84 0.57 27.6 48.2

Japan Nikkei Stock Average 15668.60 192.00 1.24 -3.8 12.1

Singapore Straits Times 3328.30 14.17 0.43 5.1 9.0

South Korea Kospi 2051.58 -16.28 -0.79 2.0 6.1

AMERICAS DJAmericas 505.54 -0.75 -0.15 8.6 22.1

Brazil Bovespa 62077.17 935.90 1.53 20.5 19.8

Mexico IPC 45693.16 255.12 0.56 6.9 13.9

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 1.0782 1.7793 1.1725 0.1537 0.0288 0.1738 0.0103 0.3015 1.4149 0.1900 0.9868 ...

Canada 1.0927 1.8032 1.1882 0.1558 0.0292 0.1761 0.0104 0.3056 1.4339 0.1925 ... 1.0134

Denmark 5.6749 9.3647 6.1709 0.8091 0.1516 0.9148 0.0540 1.5869 7.4469 ... 5.1935 5.2632

Euro 0.7620 1.2575 0.8287 0.1086 0.0204 0.1228 0.0073 0.2131 ... 0.1343 0.6974 0.7068

Israel 3.5760 5.9011 3.8886 0.5098 0.0955 0.5765 0.0340 ... 4.6926 0.6301 3.2726 3.3166

Japan 105.1050 173.4443 114.2918 14.9854 2.8079 16.9431 ... 29.3918 137.9240 18.5210 96.1883 97.4796

Norway 6.2034 10.2369 6.7456 0.8845 0.1657 ... 0.0590 1.7347 8.1404 1.0931 5.6771 5.7533

Russia 37.4320 61.7703 40.7038 5.3369 ... 6.0341 0.3561 10.4676 49.1201 6.5961 34.2564 34.7163

Sweden 7.0138 11.5743 7.6269 ... 0.1874 1.1306 0.0667 1.9614 9.2039 1.2359 6.4188 6.5050

Switzerland 0.9196 1.5176 ... 0.1311 0.0246 0.1482 0.0087 0.2572 1.2068 0.1621 0.8416 0.8529

U.K. 0.6060 ... 0.6590 0.0864 0.0162 0.0977 0.0058 0.1695 0.7952 0.1068 0.5546 0.5620

U.S. ... 1.6502 1.0874 0.1426 0.0267 0.1612 0.0095 0.2796 1.3123 0.1762 0.9152 0.9275

Source: ICAPPlc.

MSCI indexes
Developed and emerging-market regional and country indexes
fromMSCI as of September 02, 2014

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

2.40% 17 MSCIACWI 431.59 -0.01% 5.6% 18.6%

2.40 18 World (DevelopedMarkets) 1,748.31 0.02 5.3 18.7

2.30 18 World ex-EMU 215.63 -0.02 6.5 19.2

2.30 18 World ex-UK 1,767.13 0.04 5.6 19.2

3.00 16 EAFE 1,923.94 0.03 0.4 13.4

2.70 13 EmergingMarkets (EM) 1,090.57 -0.25 8.8 17.3

3.20 17 EUROPE 117.15 0.23 4.5 15.1

3.10 19 EMU 191.91 0.29 -2.9 15.4

3.10 18 Europe ex-UK 124.60 0.14 3.6 15.5

4.20 14 EuropeValue 119.25 0.25 5.1 18.1

2.30 22 EuropeGrowth 110.77 0.20 3.9 12.1

2.40 20 EuropeSmall Cap 270.04 0.17 3.6 18.4

3.70 7 EMEurope 261.63 -0.02 -4.7 -2.1

3.50 15 UK 2,015.25 0.11 1.1 6.3

3.30 16 Nordic Countries 213.81 -0.05 6.0 16.3

4.60 5 Russia 714.84 -0.71 -9.8 -1.5

2.80 20 SouthAfrica 1,285.46 0.42 13.0 25.5

2.90 14 ACASIAPACIFICEX-JAPAN 512.58 -0.23 9.5 17.8

1.90 15 Japan 783.37 0.33 -2.7 14.6

3.20 10 China 66.08 -0.03 4.7 13.8

1.40 19 India 1,008.07 0.78 23.4 38.7

1.00 10 Korea 589.35 -0.14 -0.0 5.6

2.90 18 Taiwan 347.53 1.22 14.8 22.5

1.90 20 USBROADMARKET 2,273.37 0.00 8.0 22.5

1.50 32 USSmall Cap 3,360.90 0.00 4.1 19.7

3.20 18 EMLATINAMERICA 3,658.36 0.14 14.3 20.1

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 3408.77 -0.24% 17.6%

2.77 19.73 GlobalDOW 1876.42 -0.14% 18.9% 2616.54 -0.19 18.6

2.88 15.13 Global Titans 50 249.75 -0.44 16.9 244.91 -0.49 16.7

3.18 20.03 DevEuropeTSM 3383.16 -0.16 14.0

2.31 20.01 DevelopedMarketsTSM 3413.56 -0.29 17.4

2.66 14.98 S&PBMIEmgMarkets 280.31 -0.04 18.6

3.34 19.95 S&PEurope 350 1406.81 -0.08 14.2 1659.01 -0.11 13.9

3.19 25.05 S&PEuro 1368.42 0.20 15.2 1635.40 0.17 14.8

3.82 26.59 EuropeDow 1425.35 0.03 13.3 1986.43 -0.08 13.0

3.08 10.62 BRIC50 451.31 0.43 23.7 564.98 0.39 23.5

1.87 21.36 U.S. TSM 20867.82 -0.33 21.4

3.40 22.68 DJGlobal SelectRESI 3544.50 -0.17 18.4

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 833.04 -0.29% 22.8%

5.12%17.61 Global SelectDiv 263.31 -0.40 17.1

5.29 16.67 Asia/Pacific SelectDiv 322.87 0.09% 11.7% 362.59 -0.02 11.4

U.S. SelectDividend -d 1346.38 -0.71 22.3

3.06 17.87 S&PGlbNatResources 2165.37 -0.68 10.9 2824.70 -0.73 10.7

2.06 19.83 IslamicMarket 2929.96 -0.34 19.1

2.34 17.77 IslamicMarket 100 3222.87 -0.41 20.3

Islamic Turkey -c 4480.43 0.04 11.3

3.28 20.84 Sustainability Europe 114.55 0.05 15.1 165.23 -0.06 14.8

3.41 29.71 S&PGlb Infrastructure 1729.98 -0.23 24.1 2565.76 -0.28 23.9

2.16 16.25 Luxury 1936.63 -0.03 1.5

DJCommodity 664.87 -1.03 -6.9

*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 1, 2014

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

Corn (cents/bu.) CBOT 363.75 -1.00 -0.27% 517.00 358.00
Soybeans (cents/bu.) CBOT 1032.50 8.25 0.81% 1,279.25 1,019.75
Wheat (cents/bu.) CBOT 555.00 -8.50 -1.51 765.00 542.25
Live cattle (cents/lb.) CME 152.450 1.025 0.68 160.750 130.900
Cocoa ($/ton) ICE-US 3,166 -63 -1.95 3,300 2,639
Coffee (cents/lb.) ICE-US 208.05 6.85 3.40 222.60 119.90
Sugar (cents/lb.) ICE-US 15.86 0.37 2.39 18.91 15.30
Cotton (cents/lb.) ICE-US 65.50 -1.07 -1.61 84.74 62.02
Rapeseed (euro/ton) LIFFE 326.50 3.00 0.93 386 301
Cocoa (pounds/ton) LIFFE 1,991 -18 -0.90 2,061 1,651
Robusta coffee ($/ton) LIFFE 2,112 31 1.49 2,218 1,585

Copper ($/lb.) COMEX 3.1575 -0.0030 -0.09 3.3570 2.8845
Gold ($/troy oz.) COMEX 1266.10 -21.30 -1.65 1,390.80 1,207.00
Silver ($/troy oz.) COMEX 19.185 -0.307 -1.58 22.240 18.700
Aluminum ($/ton)* LME 2,095.50 -18.00 -0.85 2,113.50 1,686.50
Tin ($/ton)* LME 21,700.00 -180.00 -0.82 23,770.00 21,410.00
Copper ($/ton)* LME 6,942.00 -29.00 -0.42 7,422.00 6,430.00
Lead ($/ton)* LME 2,230.50 -21.00 -0.93 2,287.00 2,033.00
Zinc ($/ton)* LME 2,359.50 -1.00 -0.04 2,410.00 1,948.00
Nickel ($/ton)* LME 18,820 245 1.32 21,100 13,425

Crude oil ($/bbl.) NYMEX 92.96 -3.00 -3.13 105.55 88.34
Heating oil ($/gal.) NYMEX 2.7953 -0.0648 -2.27 3.0912 2.7935
RBOB gasoline ($/gal.) NYMEX 2.5462 -0.0767 -2.92 2.8999 2.5188
Natural gas ($/mmBtu) NYMEX 3.897 -0.168 -4.13 4.8790 3.7400
Brent crude ($/bbl.) ICE-EU 101.01 -2.28 -2.21 113.81 100.80
Gas oil ($/ton) ICE-EU 851.25 -15.75 -1.82 950.25 851.25

Sources: SIX Financial Information;WSJMarket Data Group

Currencies London close onSept. 2
Per In

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

Argentina peso-a 11.0420 0.0906 8.4146 0.1188

Brazil real 2.9548 0.3384 2.2517 0.4441

Canada dollar 1.4339 0.6974 1.0927 0.9152

Chile peso 772.91 0.001294 589.00 0.001698

Colombia peso 2520.24 0.0003968 1920.55 0.0005207

EcuadorUS dollar-f 1.3123 0.7620 1 1

Mexico peso-a 17.2331 0.0580 13.1325 0.0761

Peru sol 3.7448 0.2670 2.8538 0.3504

Uruguay peso-e 31.226 0.0320 23.796 0.0420

U.S. dollar 1.3123 0.7620 1 1

Venezuela bolivar 8.33 0.120008 6.35 0.157480

ASIA-PACIFIC

Australia dollar 1.4149 0.7068 1.0782 0.9275

1-mo. forward 1.4182 0.7051 1.0807 0.9253

3-mos. forward 1.4239 0.7023 1.0851 0.9216

6-mos. forward 1.4328 0.6980 1.0918 0.9159

China yuan 8.0670 0.1240 6.1475 0.1627

Hong Kong dollar 10.1701 0.0983 7.7501 0.1290

India rupee 79.6404 0.0126 60.6900 0.0165

Indonesia rupiah 15441 0.0000648 11767 0.0000850

Japan yen 137.92 0.007250 105.11 0.009514

1-mo. forward 137.89 0.007252 105.08 0.009517

3-mos. forward 137.83 0.007255 105.04 0.009520

6-mos. forward 137.70 0.007262 104.94 0.009530

Malaysia ringgit-c 4.1793 0.2393 3.1849 0.3140

NewZealand dollar 1.5795 0.6331 1.2037 0.8308

Pakistan rupee 134.158 0.0075 102.235 0.0098

Philippines peso 57.305 0.0175 43.669 0.0229

Singapore dollar 1.6454 0.6077 1.2539 0.7975

South Koreawon 1336.72 0.0007481 1018.65 0.0009817

Taiwan dollar 39.295 0.02545 29.945 0.03340

Thailand baht 42.160 0.02372 32.128 0.03113

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

Euro zone euro 1 1 0.7620 1.3123

1-mo. forward 0.9998 1.0002 0.7619 1.3125

3-mos. forward 0.9994 1.0006 0.7616 1.3131

6-mos. forward 0.9986 1.0014 0.7610 1.3140

Czech Rep. koruna-b 27.727 0.0361 21.130 0.0473

Denmark krone 7.4469 0.1343 5.6749 0.1762

Hungary forint 315.83 0.003166 240.68 0.004155

Norway krone 8.1404 0.1228 6.2034 0.1612

Poland zloty 4.2111 0.2375 3.2091 0.3116

Russia ruble-d 49.120 0.02036 37.432 0.02672

Sweden krona 9.2039 0.1086 7.0139 0.1426

Switzerland franc 1.2068 0.8287 0.9196 1.0874

1-mo. forward 1.2065 0.8289 0.9194 1.0877

3-mos. forward 1.2057 0.8294 0.9188 1.0884

6-mos. forward 1.2042 0.8304 0.9177 1.0897

Turkey lira 2.8528 0.3505 2.1740 0.4600

U.K. pound 0.7952 1.2575 0.6060 1.6502

1-mo. forward 0.7954 1.2572 0.6061 1.6498

3-mos. forward 0.7958 1.2566 0.6064 1.6490

6-mos. forward 0.7966 1.2553 0.6071 1.6473

MIDDLE EAST/AFRICA

Bahrain dinar 0.4948 2.0208 0.3771 2.6519

Egypt pound-a 9.3835 0.1066 7.1507 0.1398

Israel shekel 4.6926 0.2131 3.5760 0.2796

Jordan dinar 0.9297 1.0757 0.7085 1.4115

Kuwait dinar 0.3740 2.6739 0.2850 3.5088

Lebanon pound 1985.50 0.0005037 1513.05 0.0006609

Saudi Arabia riyal 4.9214 0.2032 3.7504 0.2666

South Africa rand 14.1008 0.0709 10.7455 0.0931

United Arab dirham 4.8201 0.2075 3.6732 0.2722

a-floating rate b-financial c-government rate c-commercial
rate d-Russian Central Bank rate.
Source: ICAPPlc.
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Hong Kong ‘Occupy’ Sees Support Drop
HONG KONG—A co-founder of

the activist group at the center of
threats to paralyze Hong Kong’s
business district with anti-Beijing
protests adopted a somber tone on
Tuesday, saying its goal of securing
a representative voting system in
the city was “close to failure.”

Chan Kin-man, one of Occupy
Central’s co-founders, said some of
its support is waning after Beijing’s
decision on Sunday that effectively
allows China to determine who can
govern Hong Kong. The group had
led a pro-democracy campaign de-
manding popular input on candi-
dates in Hong Kong’s next elections.

“Our goal to achieve genuine uni-
versal suffrage in 2017 and a reform
of the system is close to failure,”
said Mr. Chan. He expects only a few
thousand people, less than the num-
ber originally anticipated, to join
planned sit-in protests.

The indication of slowing mo-
mentum less than two days after
Beijing’s decision appears to have
been a reality check for a movement
that has tried to rally a city fa-
mously focused on stability and the
bottom line for its businesses.

“Many people in Hong Kong are
being pragmatic,” he said.

He emphasized that the group
wasn’t giving up or ending its cam-
paign and offered as evidence that
mobile toilets had been purchased.
“We have planned carefully,” he
said. “Why would we retreat?”

But he conceded that goal posts
had shifted. “Now is a moment of
awakening and we realize that ma-
jor change of the system in the com-
ing eight to 10 years isn’t likely.” He
said that for the longer term it was

important to protect Hong Kong’s
special status under the “one coun-
try, two systems” formula. “We need
to sustain our civil society.”

The shift comes after a heady
few months. Marches on two occa-
sions drew hundreds of thousands.
But in mid-August, a pro-Beijing
countermovement filled the streets
with its own march to denounce Oc-
cupy Central’s campaign.

Mr. Chan also signaled concern
that factions in favor of more deci-
sive action to challenge Beijing
would take the movement in a more
radical direction. “We’re a nonvio-
lent movement,” he said. “We don’t
want our followers to turn angry
and confrontational.”

On Monday, police used pepper
spray against some activists, saying

they had tried to break through bar-
ricades outside a venue where a Bei-
jing official was speaking.

“Occupy Central has been trying
hard to distinguish themselves from
the radical activists, which might di-
verge energy from pushing the cam-
paign to a higher ground,” said Nel-
son Lee, who teaches politics at the
Chinese University of Hong Kong.

Mr. Lee said the apparent change
in tone from Occupy Central could
be a matter of the group seeking to
manage expectations.

“Their recent presentations ap-
pear to be more conservative,” he
said. “People might start to question
how they can master a sizable
movement in the long term.”

Joshua Wong, a leader of the
student pro-democracy movement

Scholarism, said students were de-
termined to press ahead with the
civil-disobedience campaign. “The
Sunday ruling shows negotiation is
useless because Beijing simply re-
fuses to listen,” he said.

Occupy Central and other pro-
democracy activists in Hong Kong
held a smaller-scale rally on Sunday,
after China announced that candi-
dates running for Hong Kong’s top
post must get backing from at least
half of a nominating committee
filled with Beijing loyalists. On a
rainy evening, thousands came out
but the numbers were a far cry from
crowds at the earlier marches.

Mr. Chan said the group would
continue to press Hong Kong legis-
lators to veto Beijing’s election plan.

The bloc of Hong Kong’s pro-de-

mocracy lawmakers—27 out of 70
seats—is big enough to defeat the
proposal, though it wasn’t certain
they would all ultimately vote
against it. Beijing has said that if
the election-reform package fails to
pass, the current method to pick the
chief executive will continue.

Since China took over in 1997,
the city’s leader has been selected,
around once every five years, by an
election committee in an arrange-
ment to ensure that the winning
candidate was acceptable to China.

Hong Kong residents are divided
on the issue of street protests and
more than half of respondents in a
May survey by the University of
Hong Kong said they were opposed
to the Occupy Central movement.
Others say the campaign has helped
raise awareness in the city.

Fian Poon, a student at Hong
Kong Baptist University, said many
people in Hong Kong focus only on
the potential disruption from pro-
tests. “But what’s more important is
the campaign has helped implant
the idea of fighting for democracy
among Hong Kong people.”

Beijing has made it clear that it
believes pro-democracy activists are
a minority and that most Hong Kong
residents will ultimately be con-
tented with democratic progress of
some form, however limited.

Later Tuesday, Occupy Central
issued a statement to dispute that it
had lost support. “Although some
pragmatic supporters may leave,
new supporters are joining us,” it
said. The group said that while Bei-
jing has “brutally strangled” its
hopes for fair elections in 2017, “the
significance of our movement will
not end at this point.”

—Fiona Law and Jenny W. Hsu
contributed to this article.

BY CHESTER YUNG
AND ISABELLA STEGER

Benny Tai Yiu-ting, co-founder of Occupy Central with Love and Peace, in an interview in Hong Kong on Tuesday.
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NewZealandtoProbeBuilding’sCollapse
WELLINGTON, New Zealand—

New Zealand’s police said they
would investigate whether criminal
negligence contributed to the col-
lapse of the Christchurch CTV build-
ing during an earthquake more than
three years ago, resulting in the
deaths of 115 people.

The six-story office block col-
lapsed on Feb. 22, 2011, as the 6.0
magnitude quake struck New Zea-
land’s second-largest city, killing
many inside, including 64 foreign
students from China, Japan, South
Korea, the Philippines and Taiwan.

“We now believe there is suffi-
cient evidence to warrant further
criminal investigation into the col-
lapse of the CTV building,” Detective
Superintendent Peter Read said in a
statement Tuesday.

The probe will help police deter-
mine whether anyone is criminally
culpable for the tragedy, he said.

It isn’t clear who might be inves-
tigated. The architects and engineer-
ing company involved in the build-
ing’s construction weren’t available
to comment. The developer and con-
struction company are no longer
registered as businesses. Christ-
church City Council, which issued
the permit, said it wasn’t aware if it
was being investigated and declined
further comment.

The CTV building, erected in the
central business district during the
1980s, was partly leveled during the
earthquake before a fire broke out
that burned for several days.

A total of 185 people died in the
earthquake, which left around

10,000 houses uninhabitable and
caused more than 40 billion New
Zealand dollars (US$33.5 billion) of
damage.

A previous government inquiry
found in 2012 that the building
shouldn’t have been issued a permit
because it failed to meet the build-
ing code of the time, noting inade-
quacies in construction and design.

Mr. Read said the police had

hired engineering consultants Beca
to look at the cause of the CTV
building collapse and whether those
involved in the building’s design or
construction departed from accepted
standards. “While it is still too early
at this stage to put any time frame
around when that decision will be
made, we will continue to keep all
parties informed as we work
through the process,” he said.

BY LUCY CRAYMER

Rescuers work at the CTV building in Christchurch after the 2011 earthquake.
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Manila Says China
Target in Bomb Plot

MANILA—The Philippines gov-
ernment said that a group that al-
legedly attempted to smuggle an im-
provised bomb into Manila’s
international airport also planned to
attack other targets in the capital,
including the Chinese Embassy.

Justice Secretary Leila de Lima
on Tuesday said three men arrested
by the National Bureau of Investiga-
tion in the airport parking lot early
Monday would be charged with ille-
gal possession of a firearm and of an
incendiary device.

She said NBI agents found the
improvised incendiary device in the
suspects’ van, which they believe
was intended to bomb the airport.

Calls to Oliver Lozano, counsel
for the suspects, weren’t returned.

The charges carry a maximum
prison sentence of 12 years.

The three men may also be
charged with conspiracy to commit
terrorism, Ms. de Lima said.

She said the suspects are from a
previously unknown, anti-Chinese
group called Usaffe. They were ar-
rested following a tip by an infor-
mant, who claimed attacks were also
planned on SM Mall of Asia, an of-
fice building and the Chinese Em-
bassy, which is in the financial dis-
trict Makati, she said.

SM Mall of Asia and DMCI Hold-
ings, the developer behind the office

building, are owned by Filipino-Chi-
nese tycoons.

None of three alleged targets
have commented on the arrests. The
NBI is investigating whether anyone
else was involved in the alleged
plans, the justice secretary said.

Ms. de Lima described Usaffe as
a group frustrated by what it thinks
is the Philippine government’s weak
stance on China. The main disputes
between the two countries are over
territories in the South China Sea.

The police and the military have
played down the threat posed by
the group. “This is not a terrorist
attack,” said Gen. Gregorio Pio Cat-
apang, the armed forces chief of
staff.

Col. Reuben Theodore Sindac, na-
tional police spokesman, said the
police have no information about a
terror plot. He said it was up to re-
gional directors to raise their secu-
rity level “as they deem necessary.”

Ms. de Lima identified those ar-
rested as Sonny Diojanon, Emmanuel
San Pedro and Pepito Guerrero. Jus-
tice authorities say Mr. Guerrero
claims to be a general of Usaffe.

BY CRIS LARANO
AND JOSEPHINE CUNETA

Authorities claim 3 men
arrested at airport had
other targets as well.
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Europe Large-Cap Blend Equity
Funds that invest in equities of European (including UK) large-cap companies. These
funds tend to invest across the spectrum of European industries. Ranked on % total
return (dividends reinvested) in Euros for one year endingSeptember 02, 2014

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

NS KDRastko KD SKLADI EURSVN 23.12 33.48 24.80 3.63

NS Waverton Waverton EURIRL 10.66 32.40 42.24 21.02
EuropeanA EUR Investment Funds PLC

NS WSS-Europa T 3 Banken-Generali EURAUT 7.84 28.59 27.38 5.81
Investment GmbH

NS UBS (Lux) ES UBS Fund EURLUX 11.70 25.91 21.84 17.85
EurpOppUncons €U-X Management (Luxembourg) S.A.

NS Aviva Aviva Investors EURFRA 8.39 25.89 20.92 9.55
Investors Valeurs Europe I A/I France

NS THEAMQuant THEAM EURFRA 9.37 25.06 21.02 14.94
Equity Europe Guru A

NS Quoniam Union Investment EURLUX 9.13 24.98 23.00 NS
Selection SICAV - Eurp EqDynmc Luxembourg S.A.

NS Investec GSF Investec Asset USDLUX 9.20 24.93 24.29 15.01
European EqAGrs USD Inc Management Luxembourg

NS Aviva Aviva Investors EURFRA 7.67 24.63 19.70 8.46
Actions Europe France

NS EIS PB Eurizon Capital EURLUX 8.56 24.07 24.70 NS
Equity EUR I S.A.

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
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Dollar Accelerates;
Oil Prices Plummet

A two-month rally in the dollar
picked up speed Tuesday on expec-
tations the Federal Reserve could
increase interest rates in the U.S. in
the coming months while central
banks elsewhere keep monetary pol-
icies loose.

The dollar climbed against major
currencies, with the yen edging

closer to its weakest
level of 2014 and the
British pound lurching
lower. The euro dropped

to its lowest point in almost a year
before recovering.

Oil prices, meanwhile, tumbled
more than $3 a barrel Tuesday as
disappointing Chinese and European
economic data and the stronger dol-
lar weighed on demand expecta-
tions. Oil prices have slid in recent
weeks as weak demand from Euro-
pean and Asian refineries forced
sellers to cut prices and global sup-
plies remained ample despite vio-
lence in some regions. Recent data
indicate that tepid demand could
continue in the coming months.

Crude for October delivery lost
$3.08 a barrel, or 3.2%, to $92.88 on
the New York Mercantile Exchange,
its biggest percentage drop since
November 2012.

Stock activity was subdued Tues-
day as investors looked toward the
European Central Bank policy meet-
ing later this week. The Stoxx Eu-
rope 600 Index was nearly un-
changed at 342.75.

The dollar’s advance has come
amid a raft of improving U.S. eco-
nomic data, from growing consumer
confidence to stronger labor-market
conditions. On Tuesday, the Insti-
tute for Supply Management’s gauge
of U.S. manufacturing unexpectedly
accelerated last month to its highest
level since March 2011.

Federal Reserve officials signaled
late last month that growth was ro-
bust enough to end the central
bank’s bond-buying program, imple-
mented after the 2008 financial cri-
sis to stimulate the economy, in Oc-

tober. Many fund managers see that
step as a precursor to raising bench-
mark interest rates.

By contrast, investors say the
ECB, which meets Thursday, may
further cut interest rates or under-
take additional stimulus measures
to prop up a sputtering economy
and drab inflation. On Monday, data
showed manufacturing activity in
the eurozone in August slid to its
lowest point in almost a year.

The euro hit an 11-month low
against the dollar on Tuesday before
regaining some ground. Late in New
York, the euro was at $1.3131, com-
pared with $1.3129 late Monday.
The dollar jumped to ¥105.10 Tues-
day from ¥104.35 Monday, at one
point hitting its highest level
against the Japanese currency since
January.

The British pound tumbled to a
six-month low against the dollar af-
ter data released Monday showed
U.K. manufacturing activity unex-
pectedly slowed sharply in August.
The pound was at $1.6474 in late
New York trading, down from
$1.6608 Monday.

“What we’re seeing now is U.S.
data is really starting to line up
with expectations that the U.S.
economy is going to outperform”
other major economies, said Mark
McCormick, a foreign-exchange
strategist with Crédit Agricole in
New York.

Bets that the dollar will climb
against the euro, yen and pound in-
creased for the sixth consecutive
week—to a net $23.4 billion on fu-
tures contracts—in the week ended
Aug. 26, according to the U.S. Com-
modity Futures Trading Commis-
sion. Bets against the euro increased
by $1.7 billion to a net $21.6 billion,
the highest since June 2012.

U.S. blue chips pulled back. The
Dow Jones Industrial Average fell
30.89 points, or 0.2%, to 17067.56,
while the S&P 500 shed 1.09 points
to 2002.28. The S&P 500 hit an in-
traday record of 2006.15 during the
session. The tech-heavy Nasdaq
Composite Index rose 17.92 points,
or 0.4%, to 4598.19.

BY ANJANI TRIVEDI
AND MATT DAY

MARKET
REPORT

Halliburton to Settle
Halliburton Co. will pay $1.1 bil-

lion to U.S. Gulf Coast residents, lo-
cal governments and businesses af-
fected by the 2010 Deepwater
Horizon oil spill, moving to limit its
liabilities ahead of a court ruling
that could have increased its costs.

The settlement announced Tues-
day by the company and plaintiffs’
lawyers includes claims for punitive
damages brought by the commercial
fishing industry and others affected
by the spilled crude.

The amount is less than the $1.3
billion Halliburton has set aside for
its costs stemming from the largest
offshore oil spill in U.S. history.
Some legal analysts say the settle-
ment will eliminate most of the oil-
field-services company’s liability
from the incident.

The deal comes as Halliburton,
BP PLC and Transocean Ltd. await
a ruling from U.S. District Judge
Carl Barbier in New Orleans on the
degree to which each was negligent
in the explosion and resulting oil
spill. In settling, Halliburton avoids
the risk of higher damages if it is
found to be grossly negligent.

“This lifted the uncertainty and

eliminated the impact of a potential
negative ruling from Judge Barbier,”
said Tom Claps, a litigation analyst
at Susquehanna Financial Group.

Houston-based Halliburton per-
formed the oil-well cementing on
the Deepwater Horizon rig, which
was owned by Transocean and oper-
ated by BP. Regulators and govern-
ment investigative panels have
found that deficient cementing was
a direct cause of the well blowout,
which set the rig ablaze and left 11
workers dead.

Halliburton has defended its ce-
ment work on the Deepwater Hori-
zon rig, saying the mix was prepared
to BP’s specifications and BP and
Transocean failed to test the integ-
rity of the cement. All three firms
deny they were grossly negligent.

“Halliburton stepped up to the
plate and agreed to provide a fair
measure of compensation to people
and businesses harmed in the wake
of the Deepwater Horizon tragedy,”
said Stephen J. Herman and James P.
Roy, lawyers for the plaintiffs.

The settlement needs court ap-
proval.

BP has the most at stake in Judge
Barbier’s forthcoming rulings on
negligence and the amount of oil

spilled. The company could face up
to $18 billion in penalties under the
Clean Water Act, though it has said
it believes the liability is closer to
$3.5 billion.

BP said Tuesday that Hallibur-
ton’s settlement demonstrates that
the Deepwater Horizon disaster was
caused by multiple parties.

“This settlement marks the very
first time—despite three years of of-
ficial investigations and litigation
implicating the company—that Halli-
burton has acknowledged that it
played a role in the accident,” BP
spokesman Geoff Morrell said.

Emily Mir, a Halliburton spokes-
woman, said the company’s settle-
ment doesn’t admit liability and that
it denies all allegations of wrongdo-
ing related to the rig incident.

Anadarko Petroleum Corp.,
which had a 25% stake in the well,
could also be liable for up to $4.6
billion of penalties. A spokesman
didn’t respond to a request for com-
ment. Transocean has set aside $432
million for its Deepwater Horizon li-
abilities. A spokeswoman declined to
comment.

A trial over financial penalties
owed to the U.S. government is set
for January.

BY DANIEL GILBERT

Credit Suisse is investigating allegations of inappropriate employee behavior.
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Probe Roils Bank’s Stock Desk
tration of why banks are increas-
ingly jittery about how their bro-
kers, traders and other employees
use chat rooms and other electronic
communication platforms.

Traditionally, such chat venues
were a way to facilitate speedy com-
munication between bank employ-
ees and their clients and trading
partners. Lately, though, their ar-
chived transcripts have provided
reams of evidence for regulators in-
vestigating attempted manipulation
of interest-rate and foreign-ex-
change benchmarks, as well as other
alleged misdeeds.

With bank compliance depart-
ments feeling heat from regulators,
internal chat-room hunts are be-
coming “a lot more common,” said
Andrew Oldland, partner at London
law firm Michelmores LLP.

Across Wall Street and the City
of London, the greater scrutiny is
turning up a variety of unsavory
communications and spawning more
internal investigations, according to
bank executives and their lawyers. It
also is leading some banks, includ-
ing Credit Suisse, to curtail employ-
ees’ use of chat rooms, especially
those that are frequented by em-
ployees of multiple banks.

At Credit Suisse, the examination
of chat-room records revealed that
Ms. Henderson, who has been at the
bank since 2004, on multiple occa-
sions during the past several years
shared Credit Suisse communica-
tions with her husband, Toby Hen-
derson, a London-based equities
trader at Royal Bank of Canada, ac-
cording to the people familiar with
the probe.

Some of the communications de-
scribed Credit Suisse clients’ inter-
est in buying or selling stocks, price
ranges of forthcoming public offer-
ings, or updates on corporate merg-
ers or other deals, the people said.

The bank’s rules prohibit traders
from sending such messages, known
as “client blasts,” to competitors or
anyone else who isn’t a client, even
if the recipient doesn’t trade on the
information or it is already publicly
known, the people said.

Continued from first page

Ms. Henderson has told Credit
Suisse lawyers that it was normal
practice for traders other than her
to send messages indicating interest
in certain stocks to traders at rival
banks, and that the practice didn’t
hurt clients, according to a person
familiar with the probe.

Mr. Henderson hasn’t been ac-
cused of wrongdoing and remains in
his job at RBC, according to people
familiar with that firm and a regula-
tory filing. An RBC spokeswoman
said the bank conducts “regular in-
ternal reviews” of electronic com-
munications and is “not aware of
any misconduct on behalf of RBC.”

Credit Suisse’s chat-room trawls
also unearthed communications in
which Ms. Henderson complained
about what she described as im-
proper and lewd behavior by her
colleagues on the pan-European eq-
uities sales trading desk, according
to the people familiar with the
probe. She subsequently told bank
officials that the traders’ behavior
was condoned and sometimes en-
couraged by managers.

That prompted Credit Suisse su-
pervisors and lawyers to interview
several traders and managers on her
desk about the alleged behavior, in-
cluding instances when male em-
ployees supposedly gathered in the
office to watch sex videos on their

mobile phones, the people said.
Over the summer, while the in-

ternal investigation was being con-
ducted, the head of the trading
desk, Andrew Davis, told colleagues
he was going on leave for an un-
specified period of time because of
the investigation, according to peo-
ple who know him.

In Mr. Davis’s absence, his deputy
was put in charge of the desk, which
has about a dozen London traders
plus other staff. The absence of two
of the desk’s veterans caused Credit
Suisse to shuffle responsibility for
dozens of asset-management clients,
said people familiar with the desk.

Mr. Davis, who has been with
Credit Suisse since the 1990s, is a
prominent fixture in City of London
stock-trading circles. His nickname
is “Spag,” short for “spaghetti,” be-
cause of his slim physique, said peo-
ple who know him.

Mr. Davis didn’t respond to re-
quests for comment. His lawyer,
Toby Stroh of London law firm
Druces LLP, said in an email that Ms.
Henderson’s allegations, as described
by The Wall Street Journal in emails
and text messages to Mr. Davis, are
“highly defamatory, untrue and are
vigorously denied.” Mr. Stroh de-
clined to comment further except to
say that “there is a due process be-
ing undertaken by the bank.”
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Syria Rebels’ Demands
Set for U.N. Hostages

BEIRUT—An Islamist rebel group
fighting to overthrow the govern-
ment of Syrian President Bashar al-
Assad will release 45 captured
United Nations peacekeepers if it is
dropped from the list of al Qaeda-
linked groups under U.N. sanctions,
a military official said Tuesday.

The peacekeepers, all from the
Pacific island nation of Fiji, were
captured Thursday in the Golan
Heights.

They were deployed there as
part of a 1,200-member U.N. force
monitoring a buffer zone between
Syria and Israel.

The rebels of the Nusra Front
also were demanding monetary
compensation for the deaths of the
insurgents who were killed in recent
fighting along the Syrian-Israeli
border, as well as humanitarian aid
for a rebel-controlled area near the
Syrian capital Damascus that is sur-
rounded by government troops, said
the official, Brig. Gen. Mosese
Tikoitoga, speaking in the Fijian

capital of Suva.
The U.N. has dispatched negotia-

tors to try to secure the release of
the Fijians, Mr. Tikoitoga said, add-
ing that he has been assured by the
rebels that the Fijian captives are in
good health and being held in a lo-
cation, which hasn’t been disclosed,
away from fighting.

“The U.N. will bring all its re-
sources to bear in ensuring the safe
return of our soldiers,” he said.

Nusra Front fighters and other
Syrian rebels seized the border
crossing at the city of Quneitra on
the Syrian side of the Golan Heights
on Aug. 27 and besieged the peace-
keepers’ encampments.

Seventy-five Philippine soldiers
also assigned to the U.N. Disengage-
ment Observer Force (Undof) re-
fused to surrender and later es-
caped.

AbdulIlah Al Noeimi, a top mili-
tary official for the Free Syrian
Army, a more moderate rebel fac-
tion that joined in the attack on the
Quneitra border crossing, denied
any responsibility for taking the

peacekeepers hostage.
However, the cooperation in this

instance between the Nusra Front
and the FSA, which receives West-
ern aid, again highlighted the diffi-
culties in trying to bolster the out-
gunned and outmanned rebel
movement, while keeping weapons
out of the hands of more extremist
rebel factions.

The U.N. listed the Nusra Front
as an al Qaeda-linked terrorist orga-
nization in May. Under the designa-
tion, nations belonging to the U.N.
are required to freeze the Nusra
Front’s assets and enforce a travel
ban on its members, and are barred
from selling it arms.

Israel seized 60 square miles of
the Golan Heights during the 1967
Six-Day War, then annexed it in a
move never recognized by the inter-
national community.

The U.N. peacekeeping force has
been stationed there since 1974 to
monitor a cease-fire between Israel
and Syria. India, Ireland, Nepal and
the Netherlands also are repre-
sented in the force.

BY ASA FITCH

Rebel fighters are seen in Syria near the border fence with the Israeli-occupied Golan Heights on Tuesday.
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Saudis Hold Dozens
On Terror Charges

RIYADH—Authorities in Saudi
Arabia have arrested 88 people on
suspicion of planning to carry out
terrorist attacks both in the king-
dom and abroad, the country’s Min-
istry of Interior said Tuesday, as
worries escalate in the Gulf nation
over the advance of Islamic State
rebels in neighboring Iraq.

The arrests were carried out in
the past several days, and more than
half of those taken into custody
were previously detained on terror-
ism-related charges, Mansour Al
Turki, a ministry spokesman, said in
a televised news conference.

Eighty-four of those arrested are
Saudi nationals and three hail from
neighboring Yemen, Mr. Turki said.
He didn’t disclose the nationality of
the other detainee.

The spokesman said some of sus-
pects had schemed to carry out as-
sassinations inside the kingdom and
had communicated with purported
terrorists abroad. One suspect has
written Friday sermons for extrem-
ist elements abroad, he said, offer-
ing no other details.

In a statement carried by the
state news agency, the government
didn’t cite the Islamic State by
name, saying only the arrests were
related to the “painful reality the re-
gion is going through” and denounc-
ing those with “sick ideas” who
“spread their extremist opinions and

corrupt the youth and drag them to
places of strife.”

Under Saudi law, terrorism sus-
pects can be held up to a year with-
out charges.

The Saudi monarch, King Abdul-
lah, warned Saturday that terrorist
groups would attack the West unless
the international community acted
with collective “power and speed” to
stop them.

The king didn’t specify any orga-
nization but said he was “certain
that after a month they will reach
Europe and, after another month,
America.”

The Islamic State’s declaration in
June of a caliphate encompassing
parts of both Iraq and Syria, follow-
ing its lightning military advance
across northern Iraq, is viewed by
many in Saudi Arabia as an open
challenge to the kingdom’s claim to
leadership of the Muslim world.

The rebellion against the Shiite
Muslim-dominated government of
Iraq also threatens to draw more
Saudi youth to foreign battlefields.

Authorities said last week they
had taken into custody eight men for
recruiting young people to fight
abroad. The arrests took place in the
town of Tameer, northwest of Riy-
adh, after complaints from fathers.

Hours before the Saudi govern-
ment’s announcement of the arrests,
unidentified gunmen carried out an
attack on a gas pipeline in the king-
dom’s oil-rich Eastern Province.

BY AHMED AL OMRAN

Pakistan Parliament Backs Embattled PrimeMinister
ISLAMABAD—At a special parlia-

ment session on Tuesday, most of
Pakistan’s opposition parties sup-
ported the administration of Prime
Minister Nawaz Sharif, whose
ouster is demanded by protesters
laying siege to the capital.

Thousands of protesters, de-
scribed as terrorists by the govern-
ment, are led by politician Imran
Khan and Muslim cleric Tahir ul
Qadri. They arrived in Islamabad on
Aug. 15 and have overrun parts of
the government quarter.

The protest has paralyzed the
government and weakened Mr.
Sharif, creating a political crisis that
may yet end his 16 months in office.
Government officials believe the
protesters are backed by the mili-
tary, which has been at odds with
Mr. Sharif on national-security and

foreign-policy issues. The military
denies any role in the protests.

Mr. Khan, a former cricket star
who is now chairman of the Paki-
stan Tehreek-e-Insaf party, the third
largest in parliament, is demanding
that the prime minister resign. He
alleged that a landslide victory for
Mr. Sharif’s Pakistan Muslim
League-N party in last year’s elec-
tions was caused by massive fraud,
something Mr. Sharif has denied.
Mr. Qadri is calling for a “revolu-
tion” to upend Pakistan’s political
system, which he considers corrupt.

At Tuesday’s parliament session,
the government used harsh words
to describe the protesters.

“They aren’t revolutionaries,
they are occupiers, they are terror-
ists,” Interior Minister Chaudhry
Nisar Ali Khan said. “This is a rebel-
lion against the institutions of the
state. This is a rebellion against the
Pakistani state.”

Mr. Sharif called a joint session
of the two houses of parliament, the
National Assembly and the Senate,
in an attempt to shore up his posi-
tion, getting unanimous support in
the absence of Mr. Khan’s party,
which was protesting outside the
parliament building.

Parties across the political spec-
trum, from the liberal Pakistan Peo-
ples Party—the second-biggest party
in parliament and head of the previ-
ous government—to the Islamist
party Jamiat Ulema-i-Islam-Fazl,
supported the prime minister in
speeches. PPP led the government
that lost power to Mr. Sharif after
last year’s election.

Fazlur Rehman, leader of Jamiat
Ulema-i-Islam-Fazl, told parliament:
“This isn't about Nawaz Sharif. This
is about an elected prime minister
of parliament. If we talk about the
Constitution, if we talk about the
parliament, if we talk about democ-

racy, then it is required that the
prime minister stays, he will not re-
sign, he will not go on leave.”

Over the weekend, the protesters
had attempted to march on the
Prime Minister’s official residence,
leading to clashes with police that
left three dead and more than 500
injured, including more than 100 po-
lice personnel.

“I don’t recognize a parliament
like this,” Mr. Khan said in a speech
to supporters Tuesday. “Just check
the wealth of those sitting there be-
fore they were elected and now.”

Many analysts believe Mr. Sharif
will survive the current crisis but
won’t last the remaining four years
of his tenure, and he will be forced
to call early elections.

More immediately, his influential
brother Shahbaz Sharif could be
made to resign as chief minister of
Punjab, the country’s most populous
province. In June in Punjab, police

opened fire on Mr. Qadri’s head-
quarters, killing at least 10 of his
followers, an action that first ig-
nited the political turmoil.

The military this week denied
that it was supporting the protest-
ers, saying that the “army is an apo-
litical institution and has expressed
its unequivocal support for democ-
racy at numerous occasions.” Others
are skeptical of the army’s claims of
impartiality.

“The carefully constructed ve-
neer of neutrality that the army
leadership had constructed through
much of the national political crisis
instigated by Imran Khan and Tahir
ul Qadri has been torn apart,” said
an editorial Tuesday in Dawn, a Pak-
istani daily newspaper. “The army is
hardly being ‘neutral’. It is making a
choice. And, it is disappointing that
choice is doing little to strengthen
the constitutional, democratic and
legitimate scheme of things.”

BY SAEED SHAH
AND QASIM NAUMAN

Benghazi Clashes Said to Kill 31

CAIRO—Fierce clashes in Libya’s
eastern city of Benghazi between Is-
lamist militiamen and rival forces
loyal to a renegade general have
killed 31 fighters on both sides, a se-
curity official said Tuesday.

The fighting erupted late on
Monday, with forces and fighter jets
belonging to Gen. Khalifa Hifter
pounding positions of Islamist mili-
tias called The Benghazi Revolution-
ary Shura Council, the official said.

The hourslong clashes concen-
trated around the city’s Benina air-
port and the militiamen responded
with artillery, added the official.

Gen. Hifter’s side lost 20 fighters

while the militiamen had 11 killed,
and 36 fighters in all were wounded,
the official said. Several of the
wounded were reported to be in
critical condition.

Libya is witnessing its worst
spasm of violence since former dic-
tator Moammar Gadhafi was toppled
and killed in 2011.

The country’s divisions are
deeply rooted in rivalries between
Islamists and non-Islamists, as well
as tribal and regional allegiances be-
tween groups who quickly filled the
vacuum after Gadhafi’s ouster.

Fighting in recent months has
mostly engulfed the capital, Tripoli,
and Benghazi, the country’s second-
largest city.

BY ASSOCIATED PRESS
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Andersen Rises From Ashes of Enron
Accounting firm Arthur Ander-

sen collapsed more than a decade
ago in the wake of the Enron Corp.
scandal, but a group of former An-
dersen partners are convinced there’s
still gold in the Andersen name.

A San Francisco-based tax-con-
sulting firm run by former Andersen
partners is buying the rights to the
Andersen name and plans to rename
the firm Andersen Tax. The move
was announced late Monday, after
The Wall Street Journal reported
the name change.

The former Andersen partners
are betting the 12 years since the
accounting firm’s demise have
helped wash away any taint associ-
ated with Enron, and that the cen-
tury-old Andersen name will have
connotations more positive than
negative to potential clients.

Former Andersen employees
“have been going around with a
scarlet letter ‘A,’ ” says Mark Vor-
satz, the former Andersen partner
leading the charge. “We’re going to
make that A stand for Andersen.”

Andersen, Enron’s auditor, de-
stroyed documents after the govern-
ment began investigating the energy
company’s accounting. That led to
the 2002 obstruction-of-justice in-
dictment and conviction that
doomed the firm. The U.S. Supreme
Court overturned the conviction in
2005, but by that time Andersen
had long since surrendered its li-
censes to practice and wound down
its operations.

Mr. Vorsatz’s tax firm is chang-
ing its name from the less memora-
ble moniker WTAS LLC, short for
Wealth & Tax Advisory Services.
Twenty-three Andersen partners, in-
cluding Mr. Vorsatz, formed WTAS
in the wake of Andersen’s collapse.
The firm is now the 16th-largest tax-
advisory practice in the U.S., accord-
ing to 2014 rankings from Account-
ing Today magazine. It is one of the

biggest tax-only firms, although it is
far outstripped by the tax practices
of the Big Four accounting firms—
PricewaterhouseCoopers LLP, Del-
oitte LLP, KPMG LLP and Ernst &
Young LLP.

Mr. Vorsatz, WTAS’s chief execu-
tive, argues that a tax-only Ander-
sen firm—with none of the auditing
of corporate books that helped get
the original Andersen into trouble—
could pose a competitive challenge
to the Big Four in the tax-advice
business. He projects WTAS’s global
revenue will be more than $200 mil-
lion this year, up from $149 million
last year, in part due to expansion
internationally, and reach $275 mil-
lion to $300 million in 2015.

WTAS is acquiring the rights to
the Andersen name from Arthur An-
dersen LLP, the surviving entity that

holds the remnants of the former
Andersen business. Terms of the
deal weren’t disclosed.

“The partners have totally em-
braced the concept,” says Mr. Vor-
satz, 59 years old, who worked at
Andersen for 23 years. “People are
genuinely excited about it.”

Still, the move is a gamble. While
Andersen had “a lot of very talented
people,” whether significant business
value remains in the Andersen name
is “a bigger stretch,” says Joseph
Carcello, a University of Tennessee
accounting professor, speaking gen-
erally and not about the WTAS deal
in particular. Critics of Andersen at
the time of the Enron scandal noted
that the firm had had other problem
audits in addition to Enron, at com-
panies such as Sunbeam Corp. and
Waste Management Inc.

“I’m not going to defend the in-
defensible,” Mr. Vorsatz says of the
Enron affair. But the actions that
brought down Andersen, he said,
were the responsibility of “a handful
of people. That was not representa-
tive of the rest of the firm.”

Stefan Widmer, a partner at
PrimeTax, a WTAS affiliate in Zu-
rich, said the change will be “a great
thing” for the firm. Europeans view
Enron as “a U.S.-particular inci-
dent,” said Mr. Widmer, who is also
a former Andersen partner. “People
were startled in Europe that a com-
pany of that size could go down for
the actions of a few individuals.”

Mr. Vorsatz points out that other
big accounting firms have had major
blowups since Enron, and he says
the new Andersen “will not have
any U.S. audit practice at all, ever.”

Scandal or no, Mr. Vorsatz says
he remains proud of the Andersen
name and the values of quality,
stewardship and client service he
says it stood for.

Andersen’s alumni “maintain a
strong identification with the name
and a great deal of pride for what it
was,” says Duane Kullberg, Ander-
sen’s chief executive in the 1980s,
who says he strongly supports Mr.
Vorsatz’s move.

Jeff Dinsmore, a former Ander-
sen colleague of Mr. Vorsatz and
now a client of WTAS, says he got
“pretty emotional” when Mr. Vor-
satz told him about the planned
name change. “If anybody can pull it
off, it’s going to be Mark,” says Mr.
Dinsmore, now at the MacNaughton
Group, a Honolulu real-estate devel-
opment firm.

In a survey conducted for WTAS
of corporate executives who make
tax decisions, large majorities of the
respondents—many of whom were
themselves former Andersen em-
ployees—had favorable opinions of
Andersen, and said they would be
more likely to work with a firm akin
to WTAS if it changed its name to
Andersen. (WTAS says the respon-
dents were randomly selected, and
the number of ex-Andersen employ-
ees indicates how widespread they
are in the finance industry.)

WTAS started with a focus on tax
planning for wealthy clients, but the
company has since branched out to
offer corporate, state and local, and
international tax services. It was the
firm’s recent expansion outside the
U.S. that prompted the name change,
Mr. Vorsatz said; trademark restric-
tions prevent the firm from using the
WTAS name in Europe.

“I suggested to one of my part-
ners, ‘What do you think about us-
ing the name Andersen?’ ” The re-
sponse, says Mr. Vorsatz: “That’s a
pretty bold idea.”

But, he says, “there’s no name
that better captures our values.”

BY MICHAEL RAPOPORT
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Winton Futures USD Cls B GL OT VGB 07/31 USD 885.47 -1.4 3.9 2.0

nPOLARCAPITALPARTNERSLIMITED
International FundManagers (Ireland) LimitedPH - 353 1 670660Fax - 353 1 670 1185
Global Technology OT EQ IRL 08/29 USD 24.09 5.5 23.1 18.3
Japan Fund USD JP EQ IRL 09/02 USD 21.65 -4.1 5.4 13.7
Polar Healthcare Class I USD OT EQ IRL 08/29 USD 34.21 20.7 44.2 41.8
Polar Healthcare Class R USD OT EQ IRL 08/29 USD 33.42 20.1 43.2 41.1

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 07/31 USD 162.33 0.8 4.5 3.2
Europn Forager USDB EU EQ CYM 07/31 USD 334.39 5.9 14.4 10.7

Mark Vorsatz, a former Arthur Andersen partner, says a tax-only firm could challenge to the Big Four in advisory business.
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WORLD NEWS

Jihadist Tale Shows Risk forWest
LONDON—Last year, two British

friends traveled to Syria after culti-
vating a secret online friendship
with two Europeans who were re-
cruiting people to leave their West-
ern lives and join them in jihad.

Preparing to travel, the British
men shopped online for walkie-talk-
ies, binoculars and an instruction
book: “The Koran for Dummies.”

Their saga underscores the hur-
dles that face Western intelligence
agencies as they scramble to curb
the record number of young, West-
ern-born men and women joining
the ranks of Syrian and Iraqi jihad-
ist groups. The agencies hope that
by pinpointing those susceptible to
the message of radical Islam and
bolstering laws to arrest them
quickly they can stave off terror at-
tacks in Europe.

British Prime Minister David
Cameron announced plans Monday
to strengthen powers to counter the
security threat posed by Islamist ex-
tremists, including legislation to en-
able police to seize passports at the
border.

But like other European citizens
going to fight jihad, Yusuf Sarwar
and Nahin Ahmed showed little sign
of religious zealotry and never
caught the attention of security
agencies before they were detained
in Britain this year after spending
eight months in Syria.

This intelligence blind spot
blunts the high-tech surveillance
tools that Western intelligence
agencies have come to rely in recent
years in their war on terror and has
raised the importance of old-fash-
ioned tipoffs for law enforcement.

“More and more, the lads going to
Syria…don’t have a footprint [with
intelligence agencies]. They aren’t
well-known for their extreme reli-
gious views,” said one British official
involved in counterterrorism surveil-
lance. “Frankly, if it wasn’t for their
families, we wouldn’t know [many of
them] had left the country.”

Intelligence agencies believe that
more than 2,000 Europeans, includ-
ing some 500 British citizens, have
traveled to Syria and Iraq since the
Syrian conflict began in 2011. British
police have arrested 69 people on
suspicion of helping or financing ji-
hadist groups in Syria, among them
Messrs. Sarwar and Ahmed.

The two 22-year-old high-school

friends grew up among Birming-
ham’s large south Asian Muslim
community. A neighbor said the two
men, both born in the U.K., weren’t
known for strict religious views.

U.K. law-enforcement officials
say the first time that they learned
of the men was in May 2013, when
Mr. Sarwar’s mother brought to her
local police a farewell letter that her
son had left behind after sneaking
off to Turkey and then Syria.

After their January arrest, they
each pleaded guilty in July to one
count of preparing for acts of ter-
rorism. They remain in jail awaiting
sentencing Friday. Neither could be
reached to comment and their par-
ents didn’t respond to requests to
comment. It couldn’t be determined
if they had lawyers.

Mr. Sarwar, in his farewell letter,
said he was going to Syria to join

Kataib al-Muhajireen, a rebel militia
that at that time had become a mag-
net for foreign-born jihadists. He
believed the group was connected to
the Nusra Front, al Qaeda’s affiliate
in Syria, said the letter, although
Syria watchers say the two were
never formally aligned.

“I can’t tell everyone I’m going Ji-
had, lol, that would mean getting ar-
rested the next day,”Mr. Ahmed said
to Mr. Sarwar in one online chat. “Al-
Qaida are the best.”

The two friends’ radicalization
began in 2012, according to police
and court records, when Syria’s civil
war was becoming more brutal.
They spent time chatting online
with a self-described jihadist with a
Skype account registered in Sweden
and emailing with someone police
said was a Danish jihadist, accord-
ing to a counterterrorism official

and copies of correspondence re-
viewed by The Wall Street Journal.

These European Muslims played
the role of informal recruiters, en-
couraging the Britons to become
more devout and start jihad. Security
agencies say that recruiting jihadists
on social media is increasingly com-
mon, with little activity occurring in
public areas like mosques. Police say
that the men’s plans to travel to
Syria coalesced in 2013.

In one email from March 2012,
Mr. Ahmed, a former car-park atten-
dant, asked the Danish jihadist about
traveling to Yemen, which is the base
for al Qaeda in the Arabian Peninsula
and a place well known for its con-
servative Islamic religious institutes
and Arabic-study programs.

Mr. Sarwar, a computer-science
student at Birmingham City Univer-
sity, used his Amazon online shop-
ping account to acquire items the
men apparently thought were needed
for jihad. Among them were copies
of the books “Arabic for Dummies”
and “The Koran for Dummies.”

Mr. Sarwar told his parents he
would travel to Turkey on a school-
sponsored trip and gave them a fake
brochure describing the outing. In
reality, the two men bought one-way
tickets and flew to Turkey and
crossed into Syria, police say. Coun-
terterrorism officials are investigat-
ing whether a British woman helped
with these logistics.

Four days after the two friends
left, Mr. Ahmed’s parents visited the
Sarwars because they were concerned
about their son. Mr. Sarwar’s mother
searched his bedroom and found a six-
page, handwritten letter.

Inside, Mr. Sarwar said he had al-
ways intended to go to Syria “to do Ji-
had for Allah,” according to a copy of
the letter included in court docu-
ments. He wrote he wanted to “defeat
the enemies of Islam,” “support the
oppressed brothers and sisters of Is-
lam” and “apply the law of Allah.”

His mother took the letter to the
local police late at night on May 20.
Security officials then procured
search warrants and seized the
men’s computer hard drives.

The men’s families remained in
touch with them during their time
in Syria, pressing them to return to
Britain, though it wasn’t clear if
they were cooperating with counter-
terrorism police. When the two flew
into London in January, the police
arrested them at Heathrow airport.

BY MARGARET COKER

U.K. officials say Yusuf Sarwar, above, and Nahin Ahmed, below, went to Syria
last year to wage jihad after being recruited online by two Europeans.
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Parliament
In Baghdad
Shut Down
By Protests

BAGHDAD—Relatives of Iraqi sol-
diers killed in a battle with Islamic
State militants over a military base
stormed parliament on Tuesday and
shut it down, protesting over the
government’s failure to account for
those who died.

The protests stemmed from the
insurgent attack on the Speicher
military base, about 150 kilometers
north of Baghdad, on June 11 that
left hundreds of Iraqi troops dead.
Family members are furious that the
government hasn’t provided an ex-
planation of who died and how they
were killed and that, in some cases,
bodies haven't been retrieved for
burial.

The anger is part of a broader
frustration among many Iraqis over
the government’s handling of the in-
surgency. While politicians quibble
over power-sharing deals in Bagh-
dad, Islamic State fighters are swal-
lowing larger portions of the coun-
try and killing innocent civilians.

This was the second time in two
weeks that Iraqis who lost relatives
in the battle for the base shut down
parliament with protests. Other pro-
tests related to the Camp Speicher
deaths have flared among family
members in Iraq’s southern cities.

While many Iraqi troops fled the
Islamic State’s advance, fighters at
Camp Speicher held their ground be-
fore they were wiped out in what
many family members have called a
massacre. Most vexing for the fami-
lies are reports from some survivors
that the low-ranking soldiers, many
of them students and fresh graduates,
were left to die at the base while se-
nior officers managed to escape.

Outrage among family members
grew after videos spread online
showing what are thought to be Is-
lamic State fighters gunning down
rows of Iraqi soldiers.

One video showed a masked
fighter standing on a dock shooting
soldiers in the head one by one be-
fore throwing their corpses into a
river.

Parliament has scheduled a spe-
cial session on Wednesday to dis-
cuss the killings at Speicher, said
Salim al-Jabouri, the assembly’s
newly elected speaker.

While Mr. Jabouri expressed his
condolences to the family members
of the dead soldiers, he also casti-
gated parliament’s security for al-
lowing the large, highly secured fa-
cility to be overrun by protesters.

“We feel sympathy with those
protesters but they pushed into the
parliament and caused confusion
that canceled the session today,” he
said. “We received some of them and
talked and agreed to have a special
session tomorrow to discus the is-
sues of Speicher incident’s victims.”

The Speicher killings are only
one example of the Islamic State’s
reign of terror in northern Iraq.

In a report released on Tuesday,
Amnesty International accused the
group of “ethnic cleansing on a his-
toric scale” that has killed hundreds
or thousands of people and forced
“more than 830,000 others to flee
the areas it has captured.”

Amnesty alleged the Islamic
State has massacred minority
groups including Assyrian Chris-
tians, Turkmen Shiites and Yazidis.

BY MATT BRADLEY
AND ALI A. NABHAN

Militant Video Shows American Beheaded
wearing an orange jumpsuit as the
militant threatens to kill him next.

A U.S. official said there is no
reason to believe the video isn’t au-
thentic. Some U.S. government offi-
cials believe that Mr. Sotloff was
likely killed immediately after Mr.
Foley in August, and that militants
delayed the release to heighten the
impact, the U.S. official said Tues-
day, after viewing the video.

The official said Mr. Haines, the
British hostage shown in the video,
has also likely been killed.

State Department spokeswoman
Jen Psaki said the U.S. intelligence
community will work “as quickly as
possible to determine the authentic-
ity of the video.” If the video is
found to be authentic, the U.S.
would be “sickened by this brutal
act,” she said, adding: “Our hearts
go out to the Sotloff family.”

The Miami native’s kidnapping
hadn’t been publicized by his family

Continued from first page until he appeared in a video last
month that purported to show the
execution of Mr. Foley.

The Islamic State, also known as
ISIS, has threatened to continue ex-
ecuting its foreign hostages unless
the U.S. ceases airstrikes on the in-
surgents in Iraq.

In a video released last week, Mr.
Sotloff’s mother pleaded with her
son’s captors, going so far as to re-
fer to Islamic State leader Abu Bakr
Al Baghdadi by his self-appointed ti-
tle of “caliph” of the Islamic world.

A spokeswoman for the Sotloff
family said the family is aware of
the video and awaiting authentica-
tion.

Mr. Sotloff was abducted near
the Turkish border in Syria in Au-
gust 2013, according to Sherif Man-
sour, a program coordinator at the
Committee to Protect Journalists in
New York.

Few knew about it until the
video of Mr. Foley’s beheading last

month concluded with a shot of a
militant dressed in black standing
beside a kneeling Mr. Sotloff and
saying, “The life of this American
citizen, Obama, depends on your
next decision.”

Friends and acquaintances de-
scribe Mr. Sotloff as good-natured,
curious and thoughtful.

He traveled throughout the Mid-
dle East, writing articles about
Syria’s civil war and the attack on
the U.S. Consulate in Benghazi,
Libya.

In a Twitter account under his
name, bearing a photo that appears
to be Mr. Sotloff, the writer offered
wide-ranging commentary on con-
flicts in the region, including a link
to a dispatch from Aleppo, Syria, in
February 2013.

Joel Simon, executive director
for the Committee to Protect Jour-
nalists said there are about 20 jour-
nalists missing in Syria.

He said cannot say how many ex-

actly are in the hands of Islamic
State, though CPJ believes a good
number of them are.

Nearly all of the imprisoned
journalists are Syrian, along with a
handful of Westerners.

“It’s so heart-wrenching that
these journalists who risk their lives
to document the suffering of the
Syrian people and inform the world
would be killed in this manner,” Mr.
Simon said.

“It’s staggering when you con-
sider why they were there and what
they hoped to accomplish and how
their lives ended, it leaves you
speechless.

“What ISIS is trying to do is to
destroy this incredibly noble im-
pulse that journalists have to go to
the story and tell the world what’s
happening.”

—Julian E. Barnes,
Felicia Schwartz

and Siobhan Gorman
contributed to this article.
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BUSINESS & FINANCE

Japan Firms Begin
To Embrace Debt

TOKYO—Some Japanese compa-
nies are showing signs of using
their capital more efficiently, a fac-
tor that is drawing the attention of
investors despite a weak domestic
economy.

After years of strengthening
their balance sheets, some firms are
reaching the point where they feel
comfortable increasing their debt
again, encouraged partly by the re-
turn of mild inflation to Japan.

Mitsubishi Electric Corp. issued
¥40 billion ($383 million) in corpo-
rate bonds in June and is consider-
ing issuing more. Hiroshi Maeda,
head of corporate finance at Mitsub-
ishi Electric, said the company has
more room to borrow and invest in
growth areas because its ratio of in-
terest-bearing debt to total assets
fell to 10.3% at the end of March,
better than the company’s target.

“Because we have achieved a
sound financial footing, we are
shifting our focus more to growth,”
Mr. Maeda said.

The number of firms issuing
bonds year-to-date through August
rose to the highest since 1998, ac-
cording to I-N Information Systems
Ltd., a Japanese data services firm,
although the yen amount of issu-
ance is trailing last year’s figure at
the same stage.

Share buybacks and dividends
are also on the rise. The amount of
repurchased stock and dividends is
forecast to reach a total ¥11.4 tril-
lion in the fiscal year ending in
March 2015, the highest since 2007,
according to Nomura Securities.

For years after the collapse of
Japan’s asset bubble in the early
1990s, reducing debt was a virtue
for Japanese companies. The global
financial crisis in 2008 and the
March 2011 earthquake and tsunami
reinforced the trend.

At Japanese companies, exclud-
ing financial firms, the equity ra-
tio—equity as a portion of total as-
sets—rose to 40% compared with
20% in the early 1990s, according to
the Ministry of Finance. In other
words, companies were trimming
their debt.

While the ratio remains more
than 40% as companies hold on to
retained earnings, helped by strong
corporate profits over the past year,
there are signs the risk-averse atti-
tude may be starting to change.

The Bank of Japan’s big bond-
buying program is lowering interest
rates, especially in inflation-ad-
justed terms because Japan now has
modest inflation.

“I think you’re going to see the
capital mix shift away from excess
reliance on equity to more reliance
on debt, which is now very cheap in
Japan,” said Howard Smith, Tokyo-
based head of Japan research at In-
dus Capital Partners LLC, a U.S.-
based investment adviser with $6.1
billion in assets under management.

Prime Minister Shinzo Abe’s ad-
ministration has been trying to revi-
talize Japan’s stock market and

boost economic growth by improv-
ing the profitability of local compa-
nies, and, in particular, enhancing
returns on equity closer to the pre-
vailing levels in the U.S. and other
leading markets.

A new Tokyo Stock Exchange in-
dex has also increased the focus on
firms that make better use of inves-
tor capital, and some of Japan’s big-
gest life-insurance firms recently
disclosed for the first time how they
were voting at shareholder meet-
ings, part of a move to prod compa-
nies to produce higher returns.

“I’m more confident that there is
systemic change occurring now than
I’ve ever been during my investment
career,” said James Hunt, who
started investing in Japanese stocks
in 2000 and now manages more
than $600 million in international
equities at Tocqueville Asset Man-
agement LP. Mr. Hunt said he was
putting about 25% of the money in
Japan, compared with a benchmark
weight of 20%.

The move toward higher debt is
taking place only among some com-
panies. Others are still trying to
trim debt. Tire maker Sumitomo
Rubber Industries Ltd. wants to re-
duce its debt-to-equity ratio to 0.5
by 2020 from 0.9 at the end of 2013.

And becoming more finance-savvy
doesn’t assure good performance.
There is still the matter of boosting
profits in core operations, a hurdle
for Japanese companies battling
lower-cost foreign competitors and a
sluggish domestic market.

The Japanese stock market is un-
derperforming many other major
global markets including the U.S.
this year, but it has recently been
rising.

The Nikkei Stock Average gained
1.2% on Tuesday to 15668.60, a
seven-month high, bucking recent
disappointing data about household
spending and industrial production.
Speculation about monetary easing
and further investment in stocks by
the state-run pension fund boosted
prices.

The Nikkei is still down 3.8%
year to date, compared with a 3.15%
gain in the Dow Jones Industrial Av-
erage this year before the start of
trading Tuesday.

Matthew Brett, who co-manages
£4.7 billion ($7.8 billion) in Japanese
equities at Baillie Gifford & Co. in
Edinburgh, said it would be sensible
for Japanese companies to invest
more for growth or return money to
shareholders now that they have de-
veloped strong balance sheets.

One of his team’s holdings, Nip-
pon Telegraph & Telephone Corp.,
wants to expand its earnings per
share by 60% over the four years
through March 2016. The firm re-
turned all net profits to sharehold-
ers through buybacks and dividends
in the fiscal year ended in March.

Because NTT has curbed inter-
est-bearing debt, management has
room to borrow money for acquisi-
tions or share buybacks, said Ya-
sutake Horinouchi, head of investor
relations.

David Mitchinson, a senior port-
folio manager for Japan at the Abu
Dhabi Investment Authority, said
domestic investors, not just foreign-
ers, were pushing more efficient use
of capital.

“I think that is a reflection of
much deeper change—a kind of a
societal, cultural change about what
companies should do and shouldn’t
do.…For this reason, I think it is go-
ing to stay,” he said.

BY KOSAKU NARIOKA

U.S. to Consult China
On Maersk, MSC Deal

LONDON—The U.S. Federal Mari-
time Commission is unlikely to ap-
prove a proposed alliance between
container-shipping giants Maersk
Line and Mediterranean Shipping
Co. before consulting with Chinese
regulators, according to one of the
agency’s commissioners.

FMC Commissioner William
Doyle told The Wall Street Journal
that he wants to consult with his
Chinese counterparts before reach-
ing a decision on the so-called 2M
alliance. Danish giant A.P. Møller-
Maersk A/S’s shipping line Maersk
and MSC plan to form the alliance to
share ships and routes.

Beijing earlier this year sur-
prised the shipping industry when it
scuttled a similar, but larger, pro-
posed tie-up between Maersk, MSC

and France’s CMA CGM SA. That
proposed, three-way tie-up was
called P3.

Maersk and MSC, the world’s two
biggest container-shipping compa-
nies by capacity, filed a request for
approval of the 2M alliance with the
FMC last week. If approved, the 2M
will move about 30% of all cargo be-
tween Asia and Europe and across
the Atlantic and Pacific oceans. The
tie-up is expected to save the two
companies hundreds of millions of
dollars annually in operational costs.

The wider alliance that included
CMA CGM required formal approval
from the FMC and Chinese and Eu-
ropean regulators. Maersk and MSC
executives say they only need to file
their operational plans with the Eu-
ropean and Chinese watchdogs, but
formal clearance is only needed by
the FMC.

“I want to see if China’s regula-
tory authorities have any concerns,”
said Mr. Doyle, one of the FMC’s five
commissioners. “The 2M partners
can say whatever they want, but
what’s important is what China
comes up with. Let’s not forget the
trade to Europe from Asia comes
from Asia and especially China.”

A Maersk spokesman said the
company was prepared to answer
any questions the FMC might have.
MSC has said it won’t comment on
the regulatory process.

Mr. Doyle said he would discuss
the matter with his Chinese counter-
parts at a meeting between the two
watchdogs in Shanghai in November.

The FMC has 45 days to reach a
ruling on 2M, but Mr. Doyle said it
is likely the FMC will require a sec-
ond, 45-day period to reach a deci-
sion.

BY COSTAS PARIS

Maersk’s shipping line and Mediterranean Shipping plan to form an alliance to share container ships and routes.

Bl
oo
m
be
rg

N
ew

s

German Court Bans Uber Service
“likely illegal.”

While the German ban doesn’t af-
fect Uber’s more expensive Uber-
black service in Germany, which uses
professional drivers, the cheaper
Uberpop ride-sharing service has
been a major focus of the company’s
expansion in Europe, particularly
with cost-conscious consumers in
Germany.

The court said Uber could no lon-
ger offer its Uberpop service be-
cause the company’s network of
drivers lack necessary licenses to
pick up passengers. If the ban is vio-
lated, the company could be fined as
much as €250,000 ($328,213) per
trip, and Zac de Kievit, an Amster-
dam-based Uber director, could face
as many as six months in jail, ac-
cording to a court spokesman. Driv-
ers aren’t liable.

Uber said it would appeal the de-
cision. “We will continue to operate
in Germany and will appeal the re-
cent lawsuit filed by Taxi Deutsch-
land in Frankfurt,” a representative
for Uber said.

Last week, an administrative
court in Hamburg overturned a ban

Continued from first page on several Uber services, but added
that Uber presumably infringes the
law because its drivers lack a pas-
senger transportation license.

Uber has two active services in
Germany: Uberpop and Uberblack.
Black offers limousines with chauf-
feurs while the cheaper Pop is the
peer-to-peer service offered by pri-
vate drivers, similar to Lyft in the U.S.

Uberpop has run into legal road-
blocks in many other European cities,
with Brussels and Barcelona declaring
it illegal. A ban on Uber in Belgium
imposes a €10,000 fine per ride.

The suit against Uber in Germany
was brought by Taxi Deutschland, a
consortium of taxi companies oper-
ating in major cities across Ger-
many. “The Passenger Transport Act
regulates the protection of drivers
and consumers. That can’t easily be
overturned no matter how neoliberal
the company,” Dieter Schlenker,
chairman of Taxi Deutschland, said
in a written statement.

The decision was welcomed by
other groups representing busi-
nesses, including the German Asso-
ciation for Taxi and Car Rentals.

“The decision of the Frankfurt

judge confirms our interpretation of
the law,” the association’s president,
Michael Müller, said.

Germany has strict regulations for
new entrants into the taxi market, re-
quiring drivers to get a specialist li-
cense and adhere to a set fare struc-
ture. Taxi companies and authorities
have accused Uber and its drivers of
infringing these rules, whereas Ger-
many’s Monopoly Commission, an ad-
visory body to the German govern-
ment, has recommended deregulating
the country’s taxi market.

The skirmishes in Germany are
part of a wider backlash against
Uber, often fueled by traditional
taxi drivers who say they are under
more burdensome rules and regula-
tions than Uber drivers. Neverthe-
less, Uber continued with its plans
to expand in the country, calling it
“one of the fastest-growing markets
for Uber in Europe.”

The app provider started operat-
ing in Frankfurt, Düsseldorf and
Hamburg during recent weeks after
launching in Berlin and Munich last
year, with plans to expand to Co-
logne, Stuttgart and possibly other
cities.

The Bank of Japan’s big
bond-buying program is
lowering interest rates,
especially in inflation-
adjusted terms.
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Can the Big
Board Be Saved?
The day after Jeffrey Sprecher, the

chairman and chief executive of At-
lanta’s Intercontinental Exchange

Inc., took control of the New York Stock Ex-
change, he sent trusted lieutenant Thomas
Farley to size up the 222-year-old icon of
capitalism.

On a crisp November morning, the 38-
year-old Mr. Farley arrived alone at the cor-
ner of Wall and Broad streets in lower Man-
hattan. After walking beneath the building’s
majestic colonnade and past its storied trad-
ing floor, he found signs of an institution
that was showing its age.

Mr. Farley says he got lost in a “rabbit
warren” of hallways and wood-paneled of-
fices. He saw little interaction among em-
ployees, and some longtimers said they had
never heard of colleagues who worked a few
floors away.

Within minutes, Mr. Farley made a deci-
sion: gut the place.

Since then, Mr. Farley and his boss have
launched a bruising, top-to-bottom renova-
tion of the former NYSE Euronext, acquired
for $8.2 billion. They want to shrink the
company, simplify its operations and re-
shape its culture.

Through layoffs and the sale of several
European exchanges and technology busi-
nesses, the two men have slashed the num-
ber of employees and contractors from
4,000 to about half that amount.

Of the 22 people on NYSE Euronext’s
management team before the takeover, only
three still work at ICE. The departure of for-
mer NYSE Euronext CEO Duncan Niederauer,
announced in May, was sped up by several
months partly because Messrs. Sprecher and
Farley found themselves undoing much of

what Mr. Niederauer built over the previous
seven years, according to people familiar
with the matter. Mr. Niederauer, whose last
day was Friday, declined to comment.

Some outsiders see the moves as a sign
that the days of floor trading at the New
York Stock Exchange, where specialists still
handle a fraction of trades, are numbered
or that ICE will sell the exchange.

Mr. Sprecher says he wants the Big
Board to get better at what it still does
best: helping U.S. companies raise capital
and encouraging people to invest in them.

Getting there includes an $80 million ren-
ovation to transform parts of the clubby
NYSE interior into a modern, open-plan lay-
out with glass-walled conference rooms and
whiteboards. Executive offices and the cor-
porate boardroom will be converted into
space for NYSE-listed companies. ICE also is
remaking a 92-year-old trading area known
as “The Garage” into a new options-trading
floor.

Some of the executives who were pushed
out by the takeover say ICE is moving too
fast. The company is “all about the bottom
line,” says Paul Cassell, former chief informa-
tion officer of the U.S. operations of NYSE
Euronext, who left at the end of last year.
“It’s a different philosophy.”

Many investors wonder how much ICE
can accomplish as the Big Board’s new
owner given how far the world’s largest
and most famous stock exchange has fallen.
A decade ago, the NYSE handled about 80%
of all stock trades in the U.S. Its market
share is now 20%.

“A lot of people have said we are naive,”
says Mr. Sprecher, 59, a former chemical en-
gineer who started ICE in 2000 as an online
marketplace for energy trading. His re-
sponse: Even more changes are coming.

BY BRADLEY HOPE

Intercontinental Exchange CEO Jeffrey Sprecher, left, and new NYSE President Thomas Farley on the floor. Mr. Sprecher plans internal adjustments at the New York Stock Exchange to make things simpler.
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Source: the company; Illustration by Mike Sudal/The Wall Street Journal

Executive offices and
boardroom will be
converted into space
for NYSE-listed
companies

Renovating outdated area known as
‘The Garage’ into new options-trading floor

NYSE’s New Owner Takes Over
Some of the changes being made by
Intercontinental Exchange, which bought the
New York Stock Exchange in Nov. 2013

Spun off several
European exchanges
and technology
businesses

Building a coffee
bar designed to
make employees
interact more
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In his most-detailed interview since the ac-
quisition, Mr. Sprecher said he wants to pare
the former NYSE Euronext company’s five re-
maining stock and options exchanges down to
about two. He also wants to focus more on
helping companies list their shares on the stock
market—and less on the day-to-day buying and
selling of shares.

Mr. Sprecher believes that trading has be-
come overly complicated, so he also is planning
a number of internal adjustments at the New
York Stock Exchange to make things simpler,
such as reducing the number of order types. He
has emerged as a leading proponent of broad
regulatory changes that would force more trad-
ing away from so-called dark pools and back to
public exchanges like the NYSE.

Kenneth Langone, a Home Depot Inc. co-
founder and former NYSE director, is skeptical
that the Big Board will ever regain its former
dominance because modern financial markets
no longer need costly physical institutions to
handle trades.

“It’s a shadow of itself,” Mr. Langone says.
“You could throw a bowling ball down the trad-
ing floor and not hit anybody.”

ICE says the challenges are a big reason be-
hind the continuing shake-up. The NYSE needs
to be less enamored with its own traditions,
says Mr. Sprecher, who gave strict orders to Mr.
Farley when he replaced Mr. Niederauer as
president of a subsidiary called NYSE Group
Inc. in May.

“I told him I want our culture to be the one
that survives,” Mr. Sprecher says.

Mr. Farley, once a baseball star at George-
town University, quickly eliminated catered
staff lunches at the NYSE and the option for
employees to work from home. He cut back on
employee business travel, especially outside the
U.S., and all travel requests are now scruti-
nized, according to people familiar with the
matter.

In 2007, Mr. Sprecher hired Mr. Farley to
transform the New York Board of Trade, where
futures on commodities such as cotton, coffee,
sugar and cocoa were traded since the 1800s,
into a modern electronic marketplace. ICE
bought the exchange in 2006 for $1 billion.

With the backing of Mr. Sprecher, Mr. Far-
ley shut down the historic trading floor de-
spite resistance from many of the brokers who
worked there. He keeps a memento in his of-
fice at the NYSE: a blue-and-white trading
jacket from the closed NYBOT floor.

Some NYSE employees eye the jacket with
suspicion. Mr. Farley says: “We have a vision
and we are going to proceed with that vision.”

When ICE announced the NYSE Euronext
takeover in late 2012, the primary target was
the London International Financial Futures and
Options Exchange, known as Liffe. That opera-
tion fit easily into ICE’s constellation of global
derivatives and clearing businesses. In 2013,
the company had net revenues of $1.67 billion
and net income of $254 million.

The New York Stock Exchange was a prob-
lematic bonus prize.

Due to tight rules and intense competition,
stock exchanges aren’t as profitable as deriva-
tives exchanges. Some analysts predicted ICE
would try to sell the NYSE to someone more in-
terested in its cachet and legacy.

Instead, Mr. Sprecher decided to try to re-
vamp the stock exchange himself.

Started under a buttonwood tree in lower
Manhattan in 1792, the NYSE thrived for gener-
ations as a nonprofit organization for its mem-
bers. They were paid handsomely and enjoyed
oysters and single-malt whiskey in the Stock
Exchange Luncheon Club, started in 1898. The
Big Board’s trading floor is viewed as an em-
bodiment of American capitalism.

In 2004, former Goldman Sachs Group Inc.
executive John Thain was brought in to mod-
ernize the exchange, already under assault from
the rise in electronic trading and rivals such as
Nasdaq OMX Group Inc. He was taken aback
by the old-fashioned sensibilities of the NYSE.

“You had an institution that had not

changed over many, many years,” he says now.
“Getting that culture to change was probably
the biggest challenge” he faced before leaving
in 2007 to become chief executive at Merrill
Lynch & Co. Mr. Thain now is chairman and
CEO of CIT Group Inc.

The Big Board went public while Mr. Thain
was in charge, generating a big profit for long-
time members but diluting their power. The ca-
sualties included a full-time tailor and the base-
ment barbershop where a man nicknamed
“Jerry the Barber” had worked for 43 years.
The Stock Exchange Luncheon Club closed for
good.

At the same time, the Securities and Ex-
change Commission was pushing to increase
competition among exchanges and encourage
more electronic trading. As a result, stocks now
can be traded on 11 exchanges and more than
50 privately run trading venues and dark pools
in the U.S. The NYSE runs three stock ex-
changes and two options exchanges.

“The biggest issue is to reduce the fragmen-
tation and get more trading back on the ex-
change,”Mr. Thain says. “How do you get more
of the stock to trade on the NYSE again?”

Mr. Sprecher’s plan: dismantle much of the
work done by his predecessors, including Mr.
Thain. While previous NYSE executives sought
to diversify by offering technology and new
market-data products to high-speed traders,
Mr. Sprecher is putting the brakes on those ef-
forts.

Instead, he wants to position the NYSE as a
simpler marketplace for investors and compa-
nies. In particular, he believes that will help the
Big Board attract more listings of initial public
offerings. In June, it won the hotly contested
battle for Chinese Internet giant Alibaba Group
Holding Ltd. The stock sale, planned for later
this month, could raise more than $20 billion.

ICE hasn’t publicly announced a specific
goal for boosting listings. Messrs. Sprecher and
Farley say the presence of floor brokers at the
New York Stock Exchange, one of the last stock
exchanges in the world where humans match
buy and sell orders, is a big advantage when
wooing IPOs.

Analysts say listings can be a steady source
of revenue, but overall business is inextricably
linked with healthy trading volumes. ICE also
risks alienating high-frequency traders who

have been a source of big trading volume.
“The risk of neglecting trading is that a

company won’t want to list on a venue where
there isn’t a lot of volume,” says Richard
Repetto, an analyst at Sandler O’Neill + Part-
ners LP.

As part of their strategy, Messrs. Sprecher
and Farley have also become regulars in Wash-
ington, urging lawmakers to pass new rules
that might force more trading back onto ex-
changes. “The market has become too complex,
too costly and there’s too much operational
risk. That’s why you see us charging up the
Hill,”Mr. Farley says. “It’s not abundantly clear
how many people are behind us.”

Mr. Sprecher lives in Atlanta and visits New
York once or twice a month, staying at hotels in
lower Manhattan. He usually travels with his
wife, Kelly Loeffler, ICE’s head of investor rela-
tions and communications.

The day-to-day work at the NYSE is Mr. Far-
ley’s job. The son of a retired federal judge and
decorated Vietnam veteran, he is the second-
youngest person to run the exchange in its his-
tory. His early-morning workout group includes
Australian actor Hugh Jackman.

Even cosmetic changes are meant to elimi-
nate what Mr. Farley calls a “culture of silos” at
the NYSE. He got rid of most of the coffee areas
that were scattered throughout the building. A
single coffee area under construction will force
employees to “bump into each other,” Mr. Far-
ley says.

Some longtime NYSE employees bristle at
the oft-repeated assertion that they haven’t
been “customer-focused” enough. Recent cuts
to internship programs, including one for mili-
tary veterans, struck current and former em-
ployees as a turn away from the NYSE’s tradi-
tional role in the community.

ICE’s management style is also less collegial.
At a town-hall meeting in December for several
hundred employees, Mr. Sprecher said execu-
tives shouldn’t “come looking to him” to be a
mentor, according to people at the meeting. In
the past, top NYSE officials often sought out
younger executives.

Some executives who were let go since the
takeover had deep relationships across Wall
Street that spanned decades. The exit of Jo-
seph Mecane, a former UBS AG executive who
oversaw NYSE’s markets since 2008, was criti-

cized as an example of cutting too deeply into
the ranks of NYSE executives with deep
knowledge of how financial markets function.

Mr. Sprecher responds that he doesn’t mind
that some people don’t embrace ICE’s strategy.
One advantage ICE has is that the NYSE is a
small contributor to the overall company’s fi-
nancial results, generating just 6% of ICE’s total
revenue. “We have a little more license” to take
risks, he says. “We can try some things that
might cause us to lose market share or alienate
certain kinds of traders in the short run.”

If the overhaul doesn’t start to pay off
quickly, Mr. Sprecher has left himself wiggle
room to sell the New York Stock Exchange,
many outsiders say.

“Jeff is coming at it with a blank piece of
paper,” says Thomas Caldwell, CEO of Toronto’s
Caldwell Financial Inc., the second-biggest
owner of seats on the NYSE before it went pub-
lic and now an ICE shareholder. “But my sense
is if he can’t get an adequate return after a cou-
ple of years, enough time to bask in the lime-
light, he’ll put it up for sale.”

Mr. Sprecher says he has no plans to sell the
NYSE and won’t turn back from the changes be-
ing made. “A lot of people were saying I don’t
like this style,” he says. “I respect that, so if
you want to leave, we make it civil and easy to
go.”

A decade ago, the NYSE handled about 80% of stock trades in the U.S. Its market share is now 20%. Above, a trading post on the exchange’s floor in 1981.
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Steep Slide
NYSE average daily trading volume
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Source: WSJ Market Data Group
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Many investors wonder how
much ICE can accomplish as the
Big Board’s new owner given
how far the world’s most famous
stock exchange has fallen.
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Investors Return to Greek Real Estate
ATHENS—Since the European

debt crisis erupted in 2009, foreign
investors have mostly ignored Greek
real estate even as they have jumped
back into Spain, Italy and Ireland.

But now buyers are returning to
Greece amid signs that Europe’s
hardest-hit economy is starting to
recover.

Toronto’s Fairfax Financial Hold-
ings Ltd., Colony Capital LLC of Los
Angeles, Invel Real Estate Partners
of the U.K. and Jermyn Street, an
Arab-Turkish real-estate fund, are
among those that have been buying
commercial-property assets from dis-
tressed financial institutions and the
Greek government.

In the past 18 months, investors
have purchased €1.2 billion ($1.58
billion) of properties, primarily from
banks and the Greek agency charged
with privatizing state-owned assets,
the Hellenic Republic Asset Develop-
ment Fund, according to commercial
real-state company Cushman &
Wakefield. That compares with €900
million in deals from 2008 to 2012.

New players such as international
real-estate firm Hines, which con-
trols assets valued at more than $25
billion, also are shopping around.
“Hines believes that Greece is trans-
forming and that the real-estate sec-
tor will require significant foreign in-
vestment,” Michael J.G. Topham,
chief executive of Europe for Hines,
said in an email. “It’s a difficult mar-
ket but we feel that there are oppor-
tunities worth pursuing.”

Recent big deals include Fairfax’s
€210 million purchase of a majority
stake in Eurobank Properties, a unit
of Eurobank Ergasias SA that owns
58 assets in Romania, Serbia and
Greece, including warehouses and
office space. Invel, a relatively new
firm focusing on European real es-
tate, paid €653 million for a two-
thirds stake in Pangaea, the prop-

erty-holding subsidiary of National
Bank of Greece SA, which owns 251
properties across the country,
mostly leased to the bank and the
Greek state.

To be sure, the Greek real-estate
market faces challenges from the
country’s fragile economic recovery
and risk of political instability. For
starters, Greek banks worried about
booking steep losses have been
moving with a snail’s pace to fore-
close on commercial properties,
even by European standards.

Indeed, until now tough laws
protecting homeowners have pro-
hibited Greece’s banks from fore-
closing on an estimated 200,000
households that are behind on their
mortgage payments. While that de

facto ban is scheduled to be lifted
early next year, there is talk of ex-
tending it once again.

Still, after being mired in a six-
year-long recession and an unprece-
dented sovereign-debt crisis that
nearly sent Greece hurtling out of
the eurozone, the Greek economy is
now on the mend. Partly thanks to
booming tourism, unemployment
has peaked, banks are selectively
lending, and the country’s economy
is expected to return to growth in
the second half of the year for the
first time since 2008.

The price of Greek apartments
dipped in the second quarter by an
annual rate of 7.3% year over year,
according to the Bank of Greece, the
country’s central bank. But that was

the smallest drop since the end of
2011.

At the same time, a recent rally
in real-estate markets across most
other parts of Europe has forced
some yield-hungry investors to go
bargain hunting in some countries,
where property prices still remain
deeply depressed.

While property values have re-
covered in most other European
countries, in Greece they are still
30% to 50% below what they were
before the bust for both commercial
and residential real estate, accord-
ing to the Bank of Greece and real-
estate agents.

In the middle class Athens neigh-
borhood of Kallithea, a small studio
apartment can be had for as little as

€10,000, about the cost of a four-
year-old Toyota Corolla.

Foreign investors have focused
primarily on hotels. This year, the
National Bank of Greece sold the
Astir Palace hotel, a luxury beach-
front resort, to Jermyn Street for
€400 million. Also this year, Colony
Capital purchased a €40.4 million
stake in Amanzoe, a resort over-
looking the Aegean Sea owned by
Dolphin Capital Investors Ltd.

The privatization agency is on
track to sell €1.5 billion of assets
this year. Properties on the block in-
clude a 170-acre beachfront prop-
erty in the western Peloponnese
area of Ermioni and 14 sites across
the country allowing for the opera-
tion of boutique hotels.

Some analysts believe Greece
also is poised to see an upswing in
residential sales as foreign inves-
tors—including middle-class north-
ern Europeans, Russians and Chi-
nese—are attracted by the country’s
liberal visa program and Mediterra-
nean climate.

“I think we will have a huge in-
flow of foreign investors buying sec-
ond homes in Greece, the same as we
saw in Florida, where we have seen a
huge inflow of out-of-state and for-
eign investors,” said George Kintis,
founder and director of Alcimos, a
Greek private-equity fund and advi-
sory specializing in real estate.

Despite the interest, though, in-
dustry observers warn that Greece’s
real-estate market faces significant
risks. Among them, a stifling bu-
reaucracy that can hamstring in-
vestments and inadequate urban
planning and property zoning laws.

High real-estate taxes, imposed
in the past few years as part of the
austerity measures demanded by
Greece’s international creditors—the
European Union, International Mon-
etary Fund and European Central
Bank—are also weighing on the
market.

BY STELIOS BOURAS

Abandoned buildings and stores dot the landscape in central Athens, but commercial real estate is beginning to rebound.
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Athens Airport’s Makeover Attempts to Take Off
As Greece attempts to climb out

of its six-year recession, the real-es-
tate market is looking to the poster
boy of the country’s privatization
process: Athens’s long-disused air-
port, Hellinikon.

The proposed €8 billion ($10.55
billion) redevelopment of the site—
just 5 miles south of the capital, at
more than 1,500 acres, nearly twice
the size of New York’s Central Park,
and featuring 2 miles of Mediterra-
nean coastline—is as close as it has
been since the site was abandoned
in 2001, having been replaced by a
new airport.

A thousand hotel rooms, high-rise
residential tower, offices, shopping
center, marina, aquarium and giant
park are all part of the plan. The first
on-site work in the 15-to-20-year
project could start as early as 2016,
according to Odysseas Athanassiou,
chief executive of Lamda Develop-
ment SA, the Greek developer head-
ing an investor group that acquired
the site for €915 million this year
from the government.

So far, that money hasn’t been
transferred, the site remains in dusty
disrepair, and Lamda—the only devel-
oper to submit a bid for the project
this year, after its three competitors
withdrew—potentially has years of
bureaucratic hurdles ahead before
the first shovel of dirt can be moved.

“The risks are enormous,” said

Ana Vukovic, managing director of
Greece and Serbia for U.S.-based
property firm Colliers International.
“But there is a lot of opportunity.”

If successful, in addition to cre-
ating a new seaside destination in
the capital city, the development
could contribute 1.5% to 2% to the
country’s gross domestic product
each year through 2025 and create
50,000 new jobs during that period,
according to Lamda.

Hellinikon was one of the most
highly prized assets the Hellenic Re-
public Asset Development Fund sold
to the private sector. The Greek gov-
ernment is relying on privatizations
to help pay back €240 billion in res-
cue packages from the European
Commission, European Central Bank
and International Monetary Fund,
which it needed to avoid a default
on its debts.

Overall, Greece hopes to raise
€50 billion by selling assets. About
four-fifths of that will come from
real estate. To date, it has raised
less than 10% of the overall goal.

The investors behind the proj-
ect—including the Latsis family
group that controls Lamda, Chinese
investment firm Fosun International
Ltd. and Abu Dhabi-based investors
Al Maabar—have committed €700
million and aim to raise more funds
as the project develops, according to
Mr. Athanassiou.

Other investors from Europe or
the U.S. also could come on board,

but no other groups have confirmed
any commitments, he said.

The Hellinikon development still
must be approved by various courts
and Greece’s Parliament. The next
step will be approval from Greece’s
highest administrative court, from
which “we are expecting a green
light in September,” said Andreas
Taprantzis, executive director of
Greece’s privatization fund.

Until the deal officially closes, no
cash will be transferred to the
privatization fund. The first €300
million payment, out of the €915
million, will be paid after the last
bureaucratic step, when, or if, Par-

liament approves the deal. The rest
will likely be paid in yearly install-
ments for four or five years, Mr.
Taprantzis said.

In addition, the consortium has
committed to €1.25 billion for infra-
structure investment, including the
park, roads and clearing the existing
airport. Funds from investors will
be bolstered with debt financing,
Mr. Athanassiou said.

“This is a key project that the
Greek banks, and maybe some inter-
national banks working in Greece,
taking into consideration today’s
conditions, would definitely sup-
port,” said Konstantinos Vassiliou,

head of group corporate and invest-
ment banking at Greek lender Eu-
robank Ergasias SA. “And consider-
ing other [real-estate] projects in
Greece at the moment, this is one
that in my view will attract signifi-
cant appetite.”

Greek government authorities are
the biggest risk to the development
in the form of delays, said Mr. Atha-
nassiou. “If things were working the
way they did before the crisis, I
would have said we could start work
in 2015” instead of 2016, he said.

Government-related risks were a
big reason Israel’s Elbit Imaging
Ltd., one of the final four bidders,
pulled out of the process, said Oren
Kolton, Elbit’s country director for
India and Greece.

Mr. Kolton said one of his con-
cerns was whether they would find
ancient Greek ruins or heavily con-
taminated soil when they started
digging. “Usually, the government
would give you some kind of indem-
nity; if you find something, we’ll be
in charge to dig or excavate or cover
the costs,” he said. “The Greeks
didn’t understand this. They said, if
you find something, what can we
do? It’s your fault.

“I told [Prime Minister Antonis]
Samaras I could not take risks that
were not business risks,” like a
change in government or finding ru-
ins, he said.

Elbit withdrew just days before
the bidding process finished.

BY ART PATNAUDE

Greece’s Hellinikon airport was abandoned in 2001; a redevelopment is planned.
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OPINION: REVIEW & OUTLOOK

F ederal Judge Steven Rhodes will
begin hearings Tuesday to deter-
mine whether Detroit’s readjust-

ment plan fulfills the legal and fiscal re-
quirements to exit Chapter 9 bankruptcy.
The trial may provide investors a lesson,
instructive but painful, in how politics can
override law in municipal bankruptcies.

Since declaring bankruptcy in July
2013, Detroit has cut deals with nearly all
of its major creditors. Workers, retirees
and most bondholders this summer voted
to accept the plan. Yet Judge Rhodes
must still validate that the plan is “fair
and equitable” and was proposed in good
faith, among other standards of Chapter
9.

The reality is that some creditors are
making out far better than others with
similar legal standing. The city has of-
fered general-obligation bondholders 34
to 74 cents on the dollar. Voluntary Em-
ployee Beneficiary Associations will ad-
minister reduced health benefits, and
pensions will be modestly trimmed under
a deal negotiated by the court’s mediator.

The state, the Detroit Institute of Art
and some philanthropies have pledged
$816 million to shield the city’s artwork
from monetization. These proceeds will

exclusively fund pensions and minimize
benefit cuts. Accruals for non-public
safety workers will be pared by 4.5% in
lieu of the 26% emergency manager Kevyn
Orr proposed earlier this year. The city
has even agreed to restore cost-of-living
adjustments and accruals
in nine years if the pension
funds are flush.

In other words, the plan
patently favors workers
and retirees over bond in-
surers Syncora and Finan-
cial Guaranty Insurance
Company that have similar
legal standing. To their
current regret, the two companies insured
$1.4 billion in certificates of participation
(COPs), a common form of government fi-
nancing, that the city issued last decade
to shore up its pension funds. According
to the city’s calculations, insurers stand to
recover at most 10 cents on the dollar,
which is 30 to 50 cents less than the pen-
sion funds. Does the city really consider
this distribution equitable and fair?

Under Chapter 9, a city isn’t required
to monetize its assets. However, it can’t
requisition assets to goose the recovery of
a single creditor as Detroit has done with

its art. As a counter-example, imagine the
political blowback if the city had decided
to sell its Belle Island to make bond insur-
ers whole and no one else.

Detroit has tried to browbeat Syncora
and Financial Guaranty into settling for

the mere 10% by suing to
void the COPs. In 2005 De-
troit politicians circum-
vented their state-imposed
debt limit by creating
“service corporations” and
intermediary pension-fund
trusts to issue the COPs.
They provided third-party
legal opinions to investors

validating the framework.
But earlier this year the city sued its

service corporations to undo the COPs
transaction, even as it wants to keep the
$1.4 billion it borrowed. If the transaction
was invalid, then the city can’t retain the
proceeds. This would be as if Argentina
sued itself in international court for issu-
ing bonds in alleged violation of its sover-
eign laws and then refused to repay its
lenders. The legal terms for this are fraud
and theft.

Detroit is supposedly seeking to reha-
bilitate its political culture, so it’s not a

good sign that it’s trying to pull a fast one
on creditors. The cynicism is reinforced
by the city’s agreement to pay banks 30
cents on the dollar for interest-rate swaps
tied to the COPs. If the COPs are invalid,
why aren’t the swaps too?

Retirees and unsecured GO-bond hold-
ers have also been promised a higher re-
covery if courts undo the COPs transac-
tion. By dangling this fillip, the city
induced the unsecured bondholders to
support the plan.

Trouble is, if courts void the COPs, the
pension funds may be required to dis-
gorge the $1.4 billion and interest. That
could render the pension funds insolvent.
Since the COPs litigation could extend
past bankruptcy, Detroit might face an-
other fiasco down the road.

Bankruptcy allows municipalities to
break contracts and restructure obliga-
tions, but in return they are required to
treat creditors fairly. Institutions and in-
dividuals lend on the presumption that
courts will enforce the law. If municipali-
ties can mow over creditors and the rule
of law in bankruptcy, they deserve to pay
a political-risk premium to borrow, as-
suming anyone is still foolish enough to
lend.

A s Beijing formally ruled out dem-
ocratic elections in Hong Kong,
the selection process for a new

leader was underway Sunday in Macau,
the other former colony now governed
as a special administrative region of
China. A committee of 400 Beijing loyal-
ists “re-elected” Macau’s chief executive
with 95% of their votes. He ran unop-
posed, as the same committee was also
charged with selecting candidates.

Macau’s citizens used to be less inter-
ested in politics than their Hong Kong
cousins, but that is changing. Activists
organized unprecedented protests in the
run-up to Sunday’s non-election election.
They also held an unofficial referendum
last week asking locals what they think

of their chief executive and whether they
favor direct elections in 2019. Unlike in
Hong Kong, Macau’s mini-constitution
doesn’t promise universal suffrage.

The referendum would have included
five polling places across the 30-square-
kilometer city, but police closed them all
before the vote’s start on Aug. 24 and
detained several organizers on suspicion
of breaching data protection laws. The
referendum was thus limited to online
voting, which attracted some 8,500 par-
ticipants who overwhelmingly demanded
universal suffrage in 2019. That was
three times the turnout of a similar un-
official vote in 2012.

In May an estimated 20,000
Macanese rallied publicly against a pro-

posed law to exempt the chief executive
from criminal liability and to compen-
sate high-ranking officials after they
leave office. The protests forced local of-
ficials to scrap the so-called “bill of
greed.”

That gave democracy and labor activ-
ists confidence to speak up further. Pub-
lic dissatisfaction mounted this summer
when two professors—Eric Sautedé of
the University of St. Joseph and Bill
Chou of the University of Macau—both
lost their jobs after speaking out for de-
mocracy.

Macau’s protest movement is still far
smaller and less sophisticated than that
of Hong Kong, but the signs of unrest
might worry investors in the city’s casi-

nos, which dominate the local economy
and last year accounted for an estimated
seven times the revenue of Las Vegas.
Properties owned by Las Vegas Sands,
Wynn Resorts and MGM China are
among the 35 casinos clustered in the
only Chinese city where gambling is le-
gal.

The protests certainly concern China’s
leaders, who fear that democratic stir-
rings in their special administrative re-
gions will spread to the mainland. But
Beijing’s heavy hand only makes prob-
lems worse. Increasingly unpopular and
dysfunctional government in two of
China’s most international cities only at-
tracts more attention to the need for po-
litical reform.

W e told you last week that L.A.’s
city council has picked a fight
with Wall Street that could put

the City of Angels on the fiscal road to Ar-
gentina. Now comes the tale of how Ar-
gentina, which picked its own fight with
Wall Street and defaulted this summer for
the second time in 13 years, may be going
the political way of Venezuela.

R.R. Donnelley & Sons is a 150-year-old
printing company based in Chicago, which
for 22 years operated a subsidiary in Ar-
gentina that employed about 400 work-
ers. It shut its doors in mid-August amid
what it called “rising labor costs, infla-
tion, materials price increases, devalua-
tion, inability to pay debts as they become
due, and other issues.” It also couldn’t
come to terms with its union, which re-
fused to countenance layoffs or even ne-
gotiate in good faith.

In a country where growth is negative,
inflation is approaching 40%, and foreign

reserves are running low, the closure of a
medium-sized factory shouldn’t count as a
major economic event. But this is Cristina
Fernandez de Kirchner’s Argentina. In a
televised 45-minute rant, La Presidenta de-
nounced the plant’s closure
as a “fraudulent maneuver
and attempt to sow fear in
the population,”while seek-
ing without credible evi-
dence to connect Donnelley
to the U.S. “vulture funds”
she accuses of destroying the economy.

To underline her point, Mrs. Kirchner
held up a picture of Sam Zell, who insists
he has no investments in Argentina. Mrs.
Kirchner seems to have confused the Chi-
cago real-estate magnate with one of the
holdout creditors who have won victories
in U.S. courts to require Buenos Aires to
honor its contracts. Mr. Zell said Mrs.
Kirchner’s stunt “just makes her look even
stupider.”

That may be true, but it isn’t funny
that Mrs. Kirchner invoked an anti-terror-
ism statute to go after Donnelley. The
2011 law offers a vague definition of ter-
rorism to mean any action “with the aim

of terrorizing the popula-
tion” and was used earlier
this year to bring charges
against a newspaper edi-
tor. The Argentine govern-
ment has since dialed back
the charges against Don-

nelley from terrorism to “fraudulent
bankruptcy,” with the head of Argentina’s
tax authority calling for the arrest of Don-
nelley’s Argentina-based executives. The
charges carry prison sentences of up to
six years.

Mrs. Kirchner is also seeking to resur-
rect the Peronist-era “Supply Law,” which
empowers regional governors to set price
controls, seize goods, set production tar-
gets and take over enterprises without

formally expropriating them. Sergio
Massa, a onetime chief cabinet officer for
Mrs. Kirchner and now a political oppo-
nent, summed up the government’s legis-
lative ambitions. “The bills have a distinc-
tive characteristic,” he said. “They helped
the Venezuelan government to expropri-
ate 1,193 companies, close 400,000 stores
and more than 2,000 industries.”

That example ought to chasten Mrs.
Kirchner’s cheerleaders in the West, espe-
cially one or two Nobelists who have
given intellectual cover to her efforts to
demonize American hedge funds and de-
throne U.S. courts in favor of some inter-
national bankruptcy court that might look
favorably on deadbeats like Argentina.
Those who suffer most from populist gov-
ernments such as Mrs. Kirchner’s are peo-
ple like Donnelley’s former factory work-
ers, lashed first by their government’s
financial recklessness, and then by her
demagoguery.

Mow-Down in Motown

Democratic Stirrings in Macau

From Deadbeat to Despot

Bond insurers have a
good case against
Detroit for unfair

treatment
in bankruptcy.

Argentina harasses
a U.S. company for

closing up shop in B.A.
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McDonald’s Reworks
Its Food Safety in China

BEIJING—McDonald’s Corp. is
overhauling its food-safety strategy
in China after problems with a sup-
plier hit the fast-food chain’s image
and eroded its sales in the country.

The U.S. company said in a writ-
ten statement that it will review sur-
veillance video from meat-production
sites in China and boost audits of
suppliers. More than half of the
added audits will be unannounced
and conducted jointly by third-party
auditors and McDonald’s manage-
ment teams, the company said. The
others will be conducted by suppliers’
corporate auditors, it added.

Other steps include the creation
of anonymous hot lines for suppliers
and their employees to report uneth-
ical or noncompliant practices and
the dispatching of quality-control
specialists to all McDonald’s meat-
production facilities in China, accord-
ing to the statement.

McDonald’s also said it created a
new position in China, head of na-
tional food safety, that will report
directly to the chief executive. The
company, based in Oak Brook, Ill., is
appointing Cindy Jiang—currently
its senior director of global food
safety, quality and nutrition—as in-
terim head.

The moves come as McDonald’s

looks to restore operations in China,
where it has more than 2,000
stores, after problems that began in
late July with meat supplier Shang-
hai Husi Food Co., owned by U.S.-
based OSI Group LLC.

Authorities accused the Shanghai
plant of intentionally selling expired
meat to restaurant companies after a
television station ran a report alleg-
ing the practice. They also launched
an investigation into the company

that has yet to be completed, accord-
ing to China’s food-and-drug regula-
tors. On Friday, six employees of the
Shanghai plant were arrested for
“selling substandard products.”

Sheldon Lavin, chief executive
and owner of OSI, apologized to
Chinese consumers in July for the
problems and said he would focus
on overhauling the company’s China
business.

McDonald’s also said in its state-
ment that it is evaluating California-
based Golden State Foods Corp. as
a potential new supplier in China.

The supplier’s China division is tak-
ing over management of OSI’s pro-
duce plant in the southern Chinese
city of Guangzhou, OSI said Monday.

A successful evaluation of the
Guangzhou plant’s new management
would reignite a partnership with
OSI that has been at a standstill
since the July report.

McDonald’s said last week it was
reconsidering its relationship with
OSI, its largest supplier, from which
it suspended orders in China after
the expired-meat allegations.
McDonald’s said it has in the past
six weeks replaced OSI with compa-
nies such as Cargill Inc., Hormel
Foods Corp., Trident Seafoods Corp.
and Fujian Sunner Development Co.

The supplier switch has taken a
toll on business at McDonald’s. The
company faced a nearly three-week
shortage of meat products in many
of its stores in the region, limiting
menu options and crippling sales in
China, Hong Kong and Japan. Let-
tuce still isn’t available for ham-
burgers in China, though
McDonald’s said Tuesday it signed
Creative Food Group as a new pro-
duce supplier.

McDonald’s said in August in a
Securities and Exchange Commission
filing that its global comparable sales
forecast for 2014 “is now at risk” be-
cause of the issue.

BY LAURIE BURKITT

U.S.CompaniesFeel
Unwelcome inChina

BEIJING—Growing numbers of
U.S. businesses say they feel unwel-
come in China amid a crackdown on
monopoly pricing and corruption
that they say unfairly targets for-
eign companies.

A survey by the American Cham-
ber of Commerce released on Tues-
day shows that 60% of companies
feel less welcome in China than be-
fore, a sharp increase from 41% in
the previous poll a year ago. In a new
question for its members, 49% of re-
spondents believe that foreign firms
are being singled out for attack.

The annual survey of AmCham’s
members is the latest evidence that
foreign investors are increasingly
worried about the progressively ag-
gressive tactics by Chinese regula-
tors in industries ranging from
dairy to auto parts to technology.

These fears are combining with
more general worries over China’s
slowing economic growth, rising po-
litical risks, foreign-policy tensions,
mounting labor costs and opaque
rules for foreign investors, the Am-
Cham business-climate survey shows.
All this has contributed to a slow-
down of investment into China from
North America, Europe and Japan.

Some 61% of European compa-
nies that have operated in China for
more than a decade said doing busi-
ness in the country is getting more
difficult, according to a survey this
year by the European Union Cham-
ber of Commerce in China.

Chinese officials have said they
target both domestic and foreign
companies. They also say the rising
number of investigations under the
country’s six-year-old antimonopoly
law have precedent in similar ac-
tions in the U.S. and Europe in pre-
vious decades.

The antitrust probes “are aimed
at protecting consumer rights and
making sure market competition is
open and fair,” Qin Gang, China’s
foreign-ministry spokesman said at

a regular briefing Tuesday. They are
“completely legal, transparent and
fair.”

“As usual, China welcomes for-
eign companies, but at the same
time, foreign companies also need
to abide by Chinese laws,” he said.

Many foreign companies caught
up in probes into industry pricing
say they are instructed not to in-
volve their foreign lawyers, accord-
ing to people with knowledge of
those inquiries. Chinese authorities
have been advising companies not
to challenge investigations or seek
legal or government assistance, the
organization said.

AmCham said it noted “an in-
creasing sense of pessimism among
foreign multinational companies in
China” and warned that China could
“permanently lose its luster as a de-
sirable investment destination.”

It said U.S. companies in China
face a difficult period as China
shifts from a state-led model based
on exports and investment to one
based on services and consumption.
Reforms to achieve this have been
“disappointingly slow,” AmCham
Chairman Gregory Gilligan said in a
written statement.

“Our concern is that if the in-
vestment environment deteriorates
too far, important relationships and
linkages between China and the rest
of the world will be materially dam-
aged,” Mr. Gilligan said.

The AmCham survey shows that
while many U.S. companies are still
profitable in China, fewer are re-
porting substantial profit increases.
And as revenues and profits slow,
they are scaling back expansion
plans.

While seven years ago China was
the No. 1 investment priority for a
majority of AmCham members, that
proportion has declined to 20%,
with respondents increasingly de-
scribing China as only one of many
foreign-direct-investment destina-
tions.

—Lilian Lin
contributed to this article.

BY ANDREW BROWNE
AND LAURIE BURKITT

BUSINESS & FINANCE

Chinese Firms Lure ‘Sea Turtles’
als, compensation experts say. They
are also finding an increasing number
of Chinese companies have global
ambitions and sophistication on par
with Western peers, and often offer
Chinese natives better positions with
greater scope for decision-making.

Generally, sea turtles “are leav-
ing for power’’ after they have
reached career ceilings at Western
multinationals, said Benjamin Zhai,
a managing director at Russell Rey-
nolds Associates Inc., a big U.S.
search firm. One Chinese state-
owned enterprise recruits sea tur-
tles by saying, “Come join us be-
cause we don’t have a glass ceiling,”
according to Alan Pang, head of tal-
ent in greater China for consulting
firm Aon Hewitt.

Working for a Chinese company
in China means that “you’re making
global decisions rather than having
these decisions made for you” by
Western headquarters, said Guo Xin,
a sea turtle who joined Beijing-
based recruiting firm Career Inter-
national as chief executive in July
2011 after leaving U.S. consulting
firm Mercer. “I don’t prize a bigger
title or more money, but job satis-
faction.”

Chinese companies are also gain-
ing an edge as foreign multination-
als such as technology power Micro-
soft Corp. and car maker Audi AG
face investigations in China over
their business practices, recruiters
say.

To be sure, many sea turtles who
have worked at Western companies
for years experience culture shock
when they join a Chinese company.
“The success rate is less than 50%,”
said Kitty Zheng, a Beijing-based re-
cruiter for Spencer Stuart, another
major U.S. search firm.

These days, China’s increasing
problems with pollution are also a

Continued from page 15

deterrent.
Freeman H. Shen, a Shanghai-

based sea turtle who is a top execu-
tive at Zhejiang Geely Holding
Group Co., a Chinese car maker, said
some of his friends have good ca-
reers in China but “want to move
out of China because of the air-qual-
ity thing.”

These executives are moving to
the U.S. with a Chinese company be-
cause they believe their children will
have a better chance of getting into
a good U.S. college if they complete
high school there, said Mr. Shen,
Geely Holding’s group vice president
for corporate development and
mergers and acquisitions. In his own
case, Mr. Shen’s two children are
ages 5 and 11 years old; they attend
an international school in Shanghai
with many American children.

After 16 years at Western multi-
nationals, he intends to stick with
Geely, which became his first Chi-

nese employer in 2009, because
“Geely has opportunities for me,’’
said Mr. Shen, who has brought 10
high-level sea turtles to the com-
pany or its units during the past
four years.

Those who stick it out often cite
powerful personal motivations.

Joan Ren, a partner at Shanghai
private-equity firm Ample Harvest
Finance, said a chance to make a
bigger impact at a local company in-
fluenced her 2012 decision to leave
General Motors Co. in Shanghai,
where she was a top manager of its
Chevrolet division.

Li Sanqi, 60, was part of the first
wave of Chinese to study in the
West. Mr. Li said when he came
back to China in 1985, he couldn’t
find many jobs that adequately used
his engineering background.

He left again and launched a
number of technology startups in
the U.S. over the next two decades,
returning in 2009 with telecommu-
nications giant Huawei Technolo-
gies Co.

“I was impressed,” said Mr. Li,
who is now chief technology officer
in Huawei’s products and solutions
division. “I know it would have been
hard in the 1980s and 1990s for a
Chinese company to become this
big.”

Mr. Chen, of Vanke, said the Chi-
nese property developer is giving
him many opportunities to make use
of his Western job experience. He is
revamping Vanke’s executive hiring
and promotion system to put less
weight on certain aspects of the in-
terview and more on past perfor-
mance and online assessment tools.
Such criteria were used successfully
at his Western employers, according
to Mr. Chen.

—Fanfan Wang, Esther Fung
and Laurie Burkitt

contributed to this article.

Bound for China
The number of Chinese nationals
returning from overseas
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Source: China's Ministry of Education
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OPINION

Speculation about a possible
European version of quantitative
easing has reached fever pitch
ahead of Thursday’s meeting of
the European Central Bank’s mon-
etary policy committee. Declining
inflation and continued sluggish-
ness in credit markets call for ac-
tion. Meanwhile, Mario Draghi’s
recent speech at the Jackson Hole
central-banking retreat suggest
the ECB chairman is newly open to
more aggressive easing. But Eu-
rope’s problems are different and
more complex than those of the
U.S., and investors hoping for a
Fed-style QE “bazooka” could end
up being disappointed.

The ECB faces two policy chal-
lenges. First, inflation expectations
are falling in a pattern danger-
ously replicating Japan’s lost de-
cade. The market expectation for
inflation in five years fell below
2% last week, while the expected
rate a year from now is below 1%.
Both these figures fall short of the
ECB’s 2% target, and history sug-
gests that once deflation expecta-
tions take root, getting back to a
positive course becomes extremely
difficult.

The second problem is the
transmission of credit to European
firms. Despite low ECB rates, com-

panies in the peripheral economies
still must pay 1.5 to two times as
much as their German peers to
borrow. For a company whose debt
is five times annual earnings, bor-
rowing at 5% instead of 3% means
10% less profits.

To bring inflation expectations
back to normal, the ECB could
push the euro lower relative to
other major currencies by buying
sovereign bonds and expanding its
balance sheet. The euro’s apprecia-
tion since its trough in 2012 has
pushed inflation down by half a
percentage point over that time,
according to the ECB. But there
are some counter-indications to
sovereign-bond purchases. First,
Mr. Draghi has already managed to
bring down the euro merely with a
promise to act. Second, buying
sovereign debt at current
yields—2.4% for Italy and 1.3% for
France’s 10-year bonds—could
prove harder to justify against the
lack of underlying regulatory re-
forms.

Eventually, the ECB may still be
forced to implement asset pur-
chases if inflation expectations
continue to drop. But as we have
seen before, lower sovereign yields
may do little for Europe’s real
economy, where small firms create
85% of new jobs but can’t borrow
in bond markets. “Monetary policy
can only buy time,” German Fi-
nance Minister Wolfgang Schäuble
said last week. He’s right.

The real game-changer for
growth instead is to reform the
mechanism of credit transmission
to European firms from banks to
capital markets. European firms
rely on banks for 80% of their
credit because most are too small

to issue bonds on their own.
Europe needs to shift from a sov-
ereign-guaranteed, bank-centered
credit system to a more balanced
mix of fewer banks and more
bonds.

Asset-backed securities, or
ABS, are one instrument that can
help, if they become more com-
mon. These bonds, backed by bun-
dles of corporate and consumer
loans, can create a new channel
for credit to reach small firms.
Regulators need to find ways to
encourage this market to develop
faster.

This type of debt security
gained a bad reputation after the
subprime mortgage crisis, in
which securities backed by
defaulting mortgages badly dented
the balance sheets of the banks
that held these assets. Yet this was
chiefly an American problem. Only
1.5% of European asset-backed se-
curities suffered losses between
2007-13, compared to up to 18% in

the U.S. Regulators, including the
Basel Committee of central bank-
ers, reacted by tightening capital
requirements, yet without taking
into account the lower risk in the
European market.

The ECB, which last week
announced it has hired BlackRock
Solutions as its adviser for a
potential ABS purchase program,
can play a significant role in
improving things. For one, the
central bank can set the tone for
what kinds of ABS are considered
suitable for banks to hold and
which aren’t. Mr. Draghi has said
that in any program, the ECB
would buy only securities that are
“simple, transparent and real.” By
eschewing the sort of opaque se-
curities that wreaked so much
havoc in the U.S., Mr. Draghi can
send a useful signal.

At the same time, the ECB’s
willingness to buy such securities
would shake up what is currently a
relatively small market. Asset-

backed securities worth only about
€300 billion ($393 billion) are cur-
rently outstanding in Europe, ac-
cording to the Securities Industry
and Financial Markets Association,
and more than half of those are
sitting untraded on bank balance
sheets. The ECB can encourage
more issuance, and thus more un-
derlying lending, simply by being
willing to buy.

Other regulators also will have
a role to play. The Basel Commit-
tee should consider whether the
relatively good track record of as-
set-backed securities in Europe
warrants the risky weighting they
receive in current bank-capital
standards. Local regulators also
will play a role in promoting the
development of suitable securities
in each jurisdiction, and knocking
down barriers to new lenders,
such as lack of public loan-level in-
formation.

All of these factors make it un-
likely that an ABS-purchase pro-
gram will get off to a running start
if and when Mr. Draghi unveils
one. As a result, investors hoping
for imminent big news about mas-
sive asset purchases by the ECB
are likely to be disappointed, both
this week and in the next few
meetings. But they shouldn’t lose
sight of other options. Purchasing
sovereign debt isn’t the only avail-
able response. Developing a well-
functioning market for asset-
backed securities could finally be a
structural solution to Europe’s
credit drought.

Mr. Gallo is the head of macro-
credit research at the Royal Bank
of Scotland. The views expressed
are his own.

The Palestinian cause has at-
tracted international sympathy for
decades, so why do Palestinians
still suffer so grievously? The bur-
dens of Israeli occupation aren’t
the full story. Palestinians also
suffer from bad leaders and bad
friends who do them more harm
than good. In newsrooms, univer-
sities and governments world-
wide, supporters of Palestine are
more like enablers choosing to ig-
nore the terrorism and tyranny
that have wrecked Palestinian pol-
itics.

This custom is common from
major publications and pundits. In

July the Economist wrote that
“the catastrophe befalling Gaza
stems from the refusal of Israel to
negotiate in good faith.” In 2012
Fareed Zakaria wrote in the Wash-
ington Post: “Peace between the
Palestinians and Israelis will come
only when Israel decides that it
wants to make peace.”

Some professors go further in
denying and distorting Palestinian
politics. In 1994, when Hamas was
already perfecting bus bombings,
John Esposito, professor of inter-
national affairs and Islamic studies
at Georgetown University, assured
National Public Radio listeners
that Hamas was distinguished by
concern for “community social
services” and “small business ven-
tures,” including honey produc-
tion, cheese-making and clothing
manufacture. The peace activist
Judith Butler, who teaches rheto-
ric and comparative literature at
the University of California, Berke-
ley, told students in 2006 that
“understanding Hamas [and] Hez-
bollah as social movements that
are progressive, that are on the
left, that are part of a global left,
is extremely important.”

Diplomats consistently ignore
the violent and anti-Semitic state-
ments that Palestinian leaders
make to their own people in Ara-
bic, as long as those leaders speak
soothingly in English to foreign
audiences. Veterans of the “peace
process” seek to legitimize Hamas

with invitations to the interna-
tional bargaining table, despite the
group’s clearly stated mission of
eliminating Israel and Jews.

Such Western enablers empha-
size many of the genuine tragedies
of Palestinian life, but they elide
whatever facts contradict their
pro-Palestinian articles of faith.

They insist that Israel won’t com-
promise and a powerful Israel
lobby steers U.S. policy, overlook-
ing that Palestinian leaders re-
jected Israeli offers of statehood in
2000 and 2008. Their idea of pro-
gressivism means admiring the
Palestinian “resistance”—and re-
maining silent about the illiberal
horrors facing Palestinian women,
religious minorities, gays and po-
litical dissidents.

This approach isn’t simply a
whitewash. Rather it portrays Pal-
estinian leaders in purposefully
limited fashion, as victims and
pawns forever being acted upon
by Israel and other outsiders, and
not as decision makers choosing
how to act toward Israel and their
own people. This denies Palestin-
ians’ agency, treating them as if
they have no responsibility for tyr-

annizing other Palestinians or ter-
rorizing Israelis.

There is a term for describing
the Middle East in a cartoonishly
inaccurate but politically self-serv-
ing manner that reduces local pop-
ulations to passive actors in a mo-
rality play meant to reinforce
prejudices: “Orientalism.” The
coinage belongs to the late Colum-
bia professor and pro-Palestinian
activist Edward Said, who believed
that modern Western commentary
on the East was simplistic and rac-
ist. “Very little of the detail, the
human density, the passion of
Arab-Moslem life,” he wrote in
1980, “has entered the awareness
of even those people whose pro-
fession it is to report the Arab
world.”

So it is today, but not in the
way that Said identified. The cus-
tom now is a pro-Palestinian neo-
Orientalism that glosses over the
real conditions of Palestinian life,
focusing instead on condemning
Israel. Yet the effect of this neo-
Orientalism isn’t pro-Palestinian.
By ignoring the pathologies of Pal-
estinian politics, it condemns Pal-
estinians to live under leaders who
would rather impoverish and en-
danger their own people than
compromise with Israel.

Whatever their intent, neo-Ori-
entalists provide cover for a politi-
cal structure in Palestine that they
would never accept for them-
selves—which is a form of bigotry.

Countless articles are written
about intricate details of Israeli
coalition politics, typically with
hand-wringing conclusions about
the election of this or that hard-
liner. Seldom do you read about
Palestinian politics, where hard-
liners throw their rivals from roof-
tops or shoot them in the street.
Perhaps journalists consider such
savagery the unremarkable fate of
Palestinians who aren’t entitled to
politics as Westerners are. Text-
book Orientalism.

Neo-Orientalist thinking treats
both Israelis and Palestinians un-
fairly. A better approach would ex-
pose and reject the terrorist thugs
claiming the mantle of a national-
ist movement that deserves ac-
countability and sobriety from its
leaders. Then popular discussion
of the Middle East may regain
some humane sense of right and
wrong—and the Palestinians may
finally achieve security, prosperity
and statehood.

Mr. Feith is a Journal editorial-
page writer based in Hong Kong.
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BY ALBERTO GALLO

A QE Boost for Business Lending

Palestine Needs Better Friends

The European Central Bank
can at last help develop
a market for new debt-
backed securities.
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Defenders of Hamas
practice the bigotry
of low expectations.

Comments? The Journal
welcomes readers’ responses to
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Washington Post Publisher Exits
The Washington Post announced

Tuesday that publisher Katharine
Weymouth is stepping down effec-
tive Oct. 1. Her exit marks the final
departure of a member of the Gra-
ham family from the newspaper
which it had owned for eight de-
cades until selling it to Amazon
founder Jeff Bezos last year.

The company said she would be
succeeded by Fred Ryan, a one-time
Reagan administration official who
until last year was chief executive of
Politico.com and president of Polit-
ico’s owner, Allbritton Communica-
tions Co.

“Now it is time for new leader-
ship. With Jeff Bezos as our new
owner, you are already seeing an in-
fusion of energy and ideas. This is
just the beginning of a wonderful
new chapter for the Post,” Ms. Wey-
mouth wrote in a memo to the pa-
per’s staff.

Ms. Weymouth’s departure caps
a year in which Mr. Bezos has
sought to reinvigorate the Post amid
an industrywide struggle with de-
clining print ad revenues and a mi-
gration of readership to the Web.

Since the Amazon chief took con-
trol, the Post has launched a variety
of new online sections, including
ones focused on personal finance,
business, arts and style and politics.
The paper has also hired a total of
60 new reporters and technology
staff, a Post spokeswoman said.

In March, the Post said it was
creating a design and technology
team in New York to develop a new
Web platform and to come up with
a rethink of the paper’s website.

In July, the paper’s site saw its
highest traffic on record, with 39.5
million unique visitors, a 63% in-
crease year to year, according to
comScore Inc.

At the same time, the Post’s av-

erage weekday circulation declined
in the six-month period ending in
March to 435,000 copies, down from
472,000 in 2012 and 769,000 in
2002.

The choice of Mr. Ryan, 59 years
old, also is symbolic. After serving
in a variety of roles in the Reagan
administration, and as a personal
aide to President Reagan when he
left office, Mr. Ryan became an ex-
ecutive with Allbritton in 1995, help-
ing create Politico in 2007. The
site—which was built by several for-
mer Post reporters—went on to be-
come a major challenge to the Post’s
near monopoly on Washington polit-
ical coverage.

“This is an incredibly exciting
time for all of us in media. The

Washington Post is a crown jewel,
exemplifying the finest in editorial
quality and journalistic values. I am
honored to follow four generations
of Graham family leadership and
thrilled with the opportunity to
work with Jeff and the incredibly
talented team at The Post,” Mr.
Ryan said.

Ms. Weymouth, 48, is the niece
of Donald Graham, who was the last
member of the family to serve as
chairman of the paper until the sale.
The Graham family bought the pa-
per out of bankruptcy in 1933 and
presided over it for 80 years during
its most influential years that
peaked in the early 1970s during the
Watergate scandal.

Ms. Weymouth had worked at

the paper for 17 years and in early
2008 became the fourth member of
the Graham family to become pub-
lisher.

When Mr. Bezos agreed to buy
the Post in August of last year for
$250 million, Mr. Graham insisted
he keep Ms. Weymouth as publisher
after the sale, the Journal reported
at the time. Mr. Bezos completed
the purchase in October.

“I am so grateful to Katharine
for agreeing to stay on as publisher
this past year,” Mr. Bezos said.

Ms. Weymouth declined to com-
ment beyond the note she sent to
the paper’s staff.

A message left for an Amazon
spokesman wasn’t immediately re-
turned.

Amazon founder Jeff Bezos and Katharine Weymouth in 2013. Ms. Weymouth became publisher of the Post in 2008.
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Corrections  Amplifications

The first name of Kosaku Narioka was incorrectly given as Ko-
sauku in the contributor line on an In Depth article Tuesday
about Hong Kong’s financial status.

Hong Kong’s antigraft watchdog searched the homes of pro-de-
mocracy figures Thursday. A headline on a World News article in
the Friday-Sunday edition about the searches incorrectly said
they were conducted by China.

BMW AG’s armored vehicles cost two to four times the price of
a regular model, with the bulletproof version of the auto maker’s
X5 sport-utility vehicle costing at least $120,000. A Business & Fi-
nance article Thursday about armored BMWs incorrectly cited a
price range of three to four times a standard model and gave a
price for an X5 Security Plus of at least $180,000.
Readers can alert the London newsroom of The Wall Street Journal to any errors
in news articles by emailing wsjcontact@wsj.com or by calling +44 (0)20 7842
9901.

BUSINESS & FINANCE

Danone Chief
To Step Down
After 18 Years
crisis in Europe, followed by a food-
safety warning in Asia, milk-price in-
flation and volatile emerging-market
currencies.

The company’s management is
considering new strategies to deliver
strong long-term growth. It is also
examining whether it should pursue
any large deals or tie-ups to gain
more heft, according to a person fa-
miliar with the matter.

Danone’s challenges have refo-
cused analyst attention on its rela-
tively small size compared with
Swiss food company Nestlé SA.

After having sold off a series of
noncore assets during the late 1990s
and early 2000s, Danone’s business
today is focused on four activities:
fresh dairy, baby food, water and
medical nutrition. With a market
value of about €34 billion, or
roughly $45 billion, it is much
smaller than Nestlé, which has a
market capitalization of around €190
billion. Some people in the company
say Danone might be too small to
compete with such giants, a person
familiar with the matter has said.

“Mr. Riboud wants to concentrate
entirely on the group’s future,” said
Mr. Sacchi. “He initiated a rethink-
ing regarding what Danone will be
beyond 2020 in an environment that
had entirely changed,” he said.

Mr. Riboud joined the company
led by his father 33 years ago, before
succeeding him as CEO in 1996, even
though the family held a tiny stake
in Danone. While his father pursued
a strategy to take over smaller food
companies in different sectors from
beer to candies, Mr. Riboud refo-
cused the company around the dairy
and water businesses.

He sold some nondairy assets
such as the company’s biscuit unit to
Kraft Foods and acquired baby-food
group Royal Numico in 2007. Mr. Ri-
boud also led an aggressive expan-
sion into emerging markets, includ-
ing Russia and China, resulting in
Danone making more than 50% of its
sales now in developing countries.

In choosing Mr. Faber, Danone
has opted to hand the reins to a
trusted veteran. Mr. Faber joined the
company 17 years ago as head of fi-
nance, strategies and information
systems. Between 2005 and 2008, he
led Danone in the Asian-Pacific re-
gion, before becoming deputy CEO
and vice chairman of the board.

—William Horobin
contributed to this article.

Continued from page 15

BY LUKAS I. ALPERT

Apple Denies iCloud Breach in Hacking
Apple Inc. said it hasn’t found a

breach in its iCloud or Find My
iPhone systems and its investigation
into the hacking of online celebrity
photo accounts indicates a targeted
attack.

The company’s comments follow
an investigation of more than 40
hours, spurred by reports that vul-
nerabilities in its iCloud service
were exploited to hack the accounts

of celebrities, leading to the publica-
tion of nude photos and videos.

Apple said Tuesday that the
probe showed certain celebrity ac-
counts were compromised by a
“very targeted attack” on user
names, passwords and security
questions.

Apple said it is continuing to
work with law enforcement to help
identify the hackers involved.

Initial media reports suggested
that the hacks stemmed from indi-

vidual accounts on iCloud, an online
service to store photos, music and
other data from Apple devices.

A posting on online code-shar-
ing site GitHub said a user had dis-
covered a bug in Apple’s Find My
iPhone service, which tracks the lo-
cation of a missing phone and al-
lows a user to disable the phone
remotely if it is stolen.

The bug allowed a hacker to
keep trying passwords until identi-
fying the right one.

Most online services lock down
an account after multiple incorrect
password attempts to prevent this
type of “brute force” attack.

Actress Jennifer Lawrence and
model Kate Upton were identified
as possible victims.

Another actress, Mary E. Win-
stead, said on Twitter that the
hackers grabbed photos she took
with her husband last year in their
home and that she had since de-
leted.

BY TESS STYNES
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OPINION

The Ebola virus, which has
already killed more than 1,500 peo-
ple since the epidemic began ear-
lier this year, is wreaking havoc in
West Africa, leaving death, eco-
nomic hardship, social stigma and
civil unrest in its wake.

In response, the Obama admin-
istration has stressed that the dis-
ease is highly unlikely to spread
inside America. Given international
travel, we will certainly see cases
diagnosed here, and perhaps even
experience some isolated clusters
of disease. For now, though, the
administration’s assurances are
generally correct: Health-care
workers in the U.S. and other ad-
vanced Western nations maintain
infection controls that can curtail
the spread of non-airborne dis-
eases like Ebola.

Yet our ability to prevent an
epidemic here doesn’t reduce our
obligations abroad. Even if the epi-
demic remains only in West Africa,
the continued spread of Ebola in-
fections could eventually rank as
one of the cruelest natural catas-
trophes of recent times—if not in
human death and suffering, then
certainly in the economic and so-
cial devastation caused by declin-
ing commerce, restricted travel
and the strife resulting from mass
quarantines. Compared with a
storm that delivers its destruction
all at once, the swelling nature of a
viral epidemic can magnify its
impact on economic and civil life.

To address this problem, the
U.S. should lead an immediate ef-
fort to assist stricken nations in
West Africa. This effort should
have three main elements.

First, Ebola’s basic structure
has similarities to other viruses
that we have been able to target
with drugs and vaccines. So it
should be addressable with mod-
ern therapeutics—and we should
initiate a concerted effort to rap-
idly, though carefully, advance a
number of promising drugs and
vaccines that have been tested in
animals but not yet in man. In or-
dinary circumstances, an experi-
mental Ebola drug couldn’t be
tested on healthy people to see if a
medicine can work. But now we
have infected people whose only
hope of survival may be an experi-
mental medicine.

There is an ethical way to ap-
proach this. The Food and Drug Ad-
ministration, working with the Cen-
ters for Disease Control and private
sponsors, can create a special pro-
gram to advance treatments that
have already demonstrated some
measure of safety, and where there
is plausible scientific data showing
that they might be active against
Ebola in humans. In the mid-2000s,
the Bush administration worked
with industry to plan for acceler-
ated vaccine development in case
of flu pandemic. This groundwork
bore fruit during the effort to fash-
ion a new vaccine against pandemic
swine flu in 2009. We need to un-
dertake a similarly urgent drug ef-
fort against Ebola.

Second, President Obama
should lead a major charitable ef-
fort to raise resources to combat
the outbreak and stabilize the af-
fected countries. The World Health
Organization estimates that its
battle strategy for bringing the
outbreak under control will cost
$489 million. That figure may in-
crease if we don’t act soon. As re-
cently as early August, the WHO
estimated that it would need $71
million.

More than half the money will
be needed for treatment and isola-
tion centers, laboratory diagnostic
capabilities, and surveillance and
contact tracing in the countries ex-
periencing the epidemic. The rest
will go to managing the relief ef-
fort and strengthening capabilities
in countries at risk for the virus
but so far without major out-
breaks.

The first major gifts could be
donations from our own invento-
ries and private sources of basic
supplies like field-hospital equip-
ment, gloves and other protective
gear for medical staff. If we can’t
raise sufficient resources through
private or charitable sources, Con-
gress should consider leading by

example and appropriating money
for an international effort to fund
these assets.

Third, we need to help coun-
tries adjacent to the hard-hit West
African nations implement effec-
tive screening and track-and-trace
procedures for people thought to
be infected. Too many countries in
the region that have avoided out-
breaks are simply sealing borders
and suspending travel from af-
fected nations and hoping that will
be enough.

But border closings and flight
bans will exacerbate the economic
and social impact on countries cur-
rently combating the epidemics. If
we help unaffected nations imple-
ment better procedures to contain
new cases, we could reduce the
temptation of understandably
scared governments to use draco-
nian measures.

The most optimistic assess-
ments envision slowing the expan-
sion of this epidemic within two
months, and stopping all transmis-
sion in six to nine months. The
WHO said on Aug. 28 that the epi-
demic was still accelerating and
could infect more than 20,000 peo-
ple before it’s brought under
control. That is the standard pro-
jection, but the numbers could get
substantially worse.

Could Ebola mutate and become
airborne? It would be highly un-
likely for a virus to transform in a
way that changes its mode of in-
fection. Yet this disease produces a
massive level of the Ebola virus in
the blood, called viral load, which

can lead to excessive mutations.
An Aug. 28 article in the journal
Science shows that Ebola is
already mutating during the cur-
rent outbreak, in ways that could
make it harder to diagnose. So the
longer the virus spreads un-
checked, the greater the chance of
other random mutations that could
also make it harder to contain, or
to target with a new drug.

President Obama has made out-
reach to Africa a cornerstone of his
foreign policy. Ebola is a clear and
present danger to that region and
a moment for the U.S. to act with
forcefulness—and demonstrate our
commitments to those nations.

Government cordons may be all
some African countries can do
with their existing resources, al-
though this is creating panic and
stoking civil unrest as army units
try to enforce quarantines, some-
times with deadly force. Absent
more help from America and other
donors, this macabre strategy may
leave tens of thousands to die
inside hot zones of disease, and it
may fail to stop Ebola’s merciless
spread.

Dr. Gottlieb, a physician and resi-
dent fellow at the American Enter-
prise Institute, was deputy com-
missioner at the Food and Drug
Administration from 2005-07. He
also advises medical products
companies. Mr. Troy is a former
deputy secretary of Health and
Human Services and president of
the American Health Policy Insti-
tute.

Barack Obama
“has become ‘en-
raged’ at the Is-
raeli government,
both for its ac-
tions and for its

treatment of his chief diplomat,
U.S. Secretary of State John
Kerry.” So reports the Jerusalem
Post, based on the testimony of
Martin Indyk, until recently a spe-
cial Middle East envoy for the
president. The war in Gaza, Mr. In-
dyk adds, has had “a very negative
impact” on Jerusalem’s relations
with Washington.

Think about this. Enraged. Not
“alarmed” or “concerned” or “irri-
tated” or even “angered.” Anger is
a feeling. Rage is a frenzy. Anger
passes. Rage feeds on itself. Anger
is specific. Rage is obsessional,
neurotic.

And Mr. Obama—No Drama
Obama, the president who prides
himself on his cool, a man whose
emotional detachment is said to
explain his intellectual strength—
is enraged. With Israel. Which has
just been hit by several thousand
unguided rockets and 30-odd ter-

ror tunnels, a 50-day war, the
forced closure of its one major
airport, accusations of “genocide”
by Palestinian President Mah-
moud Abbas, anti-Semitic protests
throughout Europe, general con-
demnation across the world. This
is the country that is the object of
the president’s rage.

Think about this some more.
In the summer in which Mr.
Obama became “enraged” with
Israel, Islamic State terrorists
seized Mosul and massacred
Shiite soldiers in open pits, Rus-
sian separatists shot down a
civilian jetliner, Hamas executed
18 “collaborators” in broad day-
light, Bashar Assad’s forces in
Syria came close to encircling
Aleppo with the aim of starving
the city into submission, a brave
American journalist had his
throat slit on YouTube by a Brit-
ish jihadist, Russian troops openly
invaded Ukraine, and Chinese jets
harassed U.S. surveillance planes
over international waters.

Mr. Obama or his administra-
tion responded to these events
with varying degrees of concern,
censure and indignation. But
rage?

Here, for instance, is the presi-
dent in early August, talking to
the New York Times’s Tom Fried-
man about Russia and Ukraine:

“Finding an off-ramp for
[Vladimir Putin] becomes more
challenging. Having said that I
think it is still possible for us,
because of the effective organiza-
tion that we have done with the
Europeans around Ukraine, and

the genuine bite that the sanc-
tions have had on the Russian
economy, for us to arrive at a fair
accommodation in which Ukrai-
nian sovereignty and indepen-
dence is still recognized but there
is also recognition that Ukraine
does have historic ties to Russia,
the majority of their trade goes
to Russia, huge portions of the
population are Russian speaking,
and so they are not going to be
severed from Russia. And if we
do that a deal should be possi-
ble.”

This isn’t even condemnation.
It’s an apology. For Mr. Putin.
Benjamin Netanyahu should be so
lucky.

Now think about what, specifi-
cally, has enraged the president
about Israel’s behavior. “Its ac-
tions and its treatment of his
chief diplomat.”

Actions? Hamas began firing
rockets at Israel in June, thereby
breaking the cease-fire it had
agreed to at the end of the last
war, in November 2012. The latest
war began in earnest on July 7
when Hamas fired some 80 rock-
ets at Israel. “No country can ac-
cept rocket fire aimed at civil-
ians,” White House spokesman
Josh Earnest said the next day,
“and we support Israel’s right to
defend itself against these vicious
attacks.”

On July 15 Israel accepted the
terms of a cease-fire crafted by
Egypt. Hamas violated it by firing
50 rockets at Israel. On July 17
Israel accepted a five-hour hu-
manitarian cease-fire. Hamas
violated it again. On July 20
Israel allowed a two-hour medical
window in the neighborhood of
Shujaiyeh. Hamas violated it. On

July 26 Hamas announced a day-
long cease-fire. It then broke its
own cease-fire. On July 28 Israel
agreed to a cease-fire for the
Muslim holiday of Eid al-Fitr. The
rocket attacks continued. On Aug.
1 Israel accepted a 72-hour cease-
fire proposed by the U.S. Hamas
violated it within 90 minutes. On
Aug. 5 Israel agreed to Egypt’s
terms for another three-day
cease-fire. Hamas violated it sev-
eral hours before it was set to ex-
pire, after Israel announced it
would agree to an extension.

If Hamas had honored any of
these cease-fires it could have
saved Palestinian lives. It didn’t.
Mr. Obama is enraged—but not
with Hamas.

As for Israel’s supposed ill-
treatment of Mr. Kerry, the presi-
dent should read Ben Birnbaum’s
and Amir Tibon’s account of his
secretary’s Mideast misadven-
tures in the July 20 issue of the
New Republic. It’s a portrait of a
diplomat with the skills and style,
but not the success, of Inspector
Clouseau. Mr. Obama might also
read Haaretz columnist Ari
Shavit’s assessment of Mr. Kerry’s
diplomacy: “The Obama adminis-
tration,” he wrote in July, “proved
once again that it is the best
friend of its enemies, and the big-
gest enemy of its friends.”

Both Haaretz and the New
Republic are left-wing publica-
tions, sympathetic to Mr. Obama’s
intentions, if not his methods.

Still, the president is enraged.
At Israel. What a guy.

Write to bstephens@wsj.com
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Heading Off a Bigger Ebola Catastrophe

Obama’s Curious Rage

BY SCOTT GOTTLIEB
AND TEVI TROY

The president in Bethesda, Md., July 29.
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Calm when it comes to
Putin, ISIS and Hamas, but
furious with Israel.

A more urgent international
effort inWest Africa is
needed to stop the disease and
save tens of thousands of lives.
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Danone
Says Riboud
Will Give Up
CEO Post

PARIS—Danone SA said Tuesday
that Chief Executive Franck Riboud
would step down from the job he
has held for 18 years and be suc-
ceeded by his deputy, a move that
marks the end of an era for the
French dairy company.

Mr. Riboud, who will stay on as
chairman, will be succeeded by 50-
year-old deputy CEO Emmanuel
Faber, Danone said in a written
statement. Bernard Hours, Danone’s
other deputy CEO, will leave the
company. The changes will take ef-
fect Oct. 1.

The split of the roles of CEO and
chairman is the first in the history
of the maker of Activia yogurt and
Aptamil baby milk, which has had
only two different CEO and chair-
men in more than 40 years, both
from the same family. Before Mr. Ri-
boud, his father, Antoine Riboud, ran
the company from 1972 after he
merged his glassmaking firm BSN
with French dairy company Gervais-
Danone.

In handing over the day-to-day
business to Mr. Faber, the 58-year-
old Mr. Riboud wants to make sure
he can dedicate his time to crafting
the future of the company, said Lau-
rent Sacchi, vice president of corpo-
rate communications and an adviser
to Mr. Riboud.

Mr. Riboud also wanted to initi-
ate a plan for his succession, the
company said. Mr. Faber has been
working closely with Mr. Riboud
since he joined the group in 1997 as
head of strategy and mergers and
acquisitions. He has also been help-
ing to run most of the day-to-day
business at Danone.

Danone has been seeking to
bounce back from a series of trou-
bles over the past few years, start-
ing with the effects of the economic

Please turn to page 16
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AngloWould Consider a Buyout
LONDON—The chief executive of

Anglo American PLC, one of the
world’s largest mining companies,
said he is determined to lift its re-
turn on capital but would be open
to a combination should a compel-
ling offer arrive.

“My job is to create value, how-
ever that may be shown,” said
Mark Cutifani, an industry veteran
assigned 15 months ago to turn
things around after the departure
of former Chief Executive Cynthia
Carroll. “Our job is to do a good job
with the business, and at the end of
the day, if somebody sees value,
then there’s a conversation to be
had,” said Mr. Cutifani.

In an interview, Mr. Cutifani
also said while he expects weak
iron-ore prices to persist, Anglo
would press ahead with its much-
delayed Minas-Rio iron-ore project
in Brazil, which is expected to de-
liver its first ore later this year.

“That rocket has been launched
a few years back,” Mr. Cutifani said
of the Brazilian mine, which Anglo
bought in 2008 for $5.5 billion. It is
now expected to require total in-
vestment of $8.8 billion, against an
initial estimate of $2.5 billion.

Iron-ore prices have slid 35%
this year, to around $87 a ton, ac-
cording to data provider Steel In-
dex, as growth in key markets such
as China has slowed and as miners
including BHP Billiton Ltd. and Rio
Tinto PLC have been producing at
record levels.

Mr. Cutifani said that if prices
were to fall to around $80 a ton
some producers would find it diffi-
cult to stay in the market.

“What I’ve found in this indus-
try is that a lot of capacity can be
really sticky,” he said, noting his
concern that the downward pres-
sure on iron-ore pricing would be
“more and longer than you antici-
pate.”

He also warned that major pro-
ducers’ strategy of continuing to
ramp up supply could backfire. “In
my view, they’ll make a call that is

right for their investors or they’ll
pay the price,” he said.

Mr. Cutifani said his first goal is

to transform Anglo into a top miner
by lifting its return on capital em-
ployed to at least 15% in 2016. That

measure slipped to 10% in the first
half of 2014 from 11% a year earlier.

“It’s an imperative that we have
to get to. We’ve got to be doing
better than that number,” said Mr.
Cutifani. Earlier this year, Anglo
said it would sell some of its older,
deep-level platinum mines, a pro-
cess Mr. Cutifani said would take at
least another 18 months.

With assets in commodities
ranging from iron ore to platinum
and diamonds across several conti-
nents, Anglo is one of the world’s
most diversified mining companies.
But bad bets—including one by Ms.
Carroll on a the Brazilian iron-ore
mine that has run more than $6 bil-
lion over budget—have eaten into
profits. Anglo’s shares have fallen
55% since early 2011.

Investors have also fretted
about Anglo’s exposure to South
Africa, where its subsidiary Anglo
American Platinum Ltd.—known
as Amplats—has been hit by a five-
month strike this year.

Mr. Cutifani has moved to slash
Anglo’s costs and put several pe-
ripheral assets up for sale. The
company’s shares are up 17.5% this
year, outperforming its bigger ri-
vals, BHP Billiton and Rio Tinto.

Amid a global commodities
downturn, Rio and BHP also have
been selling assets, focusing invest-
ment on a smaller universe of com-
modities and steering away from a
diversification model that until re-
cently characterized many of the
world’s biggest miners. Mr. Cuti-
fani, however, said he still believes
in the diversified-mining model.

“We’re less focused on driving
into a favored commodity because
in our view, there are so many un-
predictable issues,” he said.

Investors and analysts are
closely tracking Mr. Cutifani’s turn-
around efforts.

“Either the company outper-
forms under Mark Cutifani’s leader-
ship, and demonstrates the value of
[its] tons in the ground, or it fails
to do so and is put out of its misery
in fairly short order,” said Paul
Gait, an analyst at Sanford C. Bern-
stein.

BY ALEXIS FLYNN
AND ANDREW PEAPLE

Mark Cutifani, Anglo American’s CEO, says he wouldn’t reject a bid out-of-hand.
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Iron Core
Underlying profit/loss for selected
commodities at Anglo American

The Wall Street JournalSource: company reports
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Chinese Firms Bring ‘Sea Turtles’ Home
After 20 years at Western multi-

nationals such as Coca-Cola Co. and
Nike Inc., Wayne Chen was offered a
senior management role at China
Vanke Co., a Shenzhen-based resi-
dential-property developer that is
the world’s largest by revenue.

Mr. Chen, a Shanghai native who
had moved to the U.S. about 15 years
ago, said he didn’t plan to leave Hay
Group, a U.S. management-consult-
ing firm where he was a Shanghai-
based managing director.

But Vanke persisted, winning
him over with talk of providing

housing for China’s aging population
and establishing a global footprint
in cities such as San Francisco, Sin-
gapore and New York. He started
working for Vanke in February as
chief human resources officer, one
of about a dozen China-born, West-
ern-educated executives to join the
company during the past five years.

Mr. Chen is an example of what
is called a “sea turtle” or “haigui” in
Mandarin: a Chinese native who has
returned home after stints in the
West. Sea turtles, also a homophone
for students returning from over-
seas studies, are highly prized by
Chinese companies because they un-
derstand the nuances of Chinese

culture and can draw upon Western
practices to help their new bosses
expand, especially overseas.

“Chinese companies are looking
to skill up so they can go interna-
tional in the next 10 years, and want
to get these executives into their
business,” said Max Price, a Beijing-
based partner at recruiters Antal
International.

The number of sea turtles has
been increasing over the past sev-
eral years, though that growth has
slowed recently. Last year, some
350,000 sea turtles returned to
China, about a 30% rise over the
prior year, compared with a 56% rise
in 2009, according to China’s Minis-

try of Education, which tracks the
phenomenon.

The number of Chinese “sea
gulls”—who fly back and forth be-
tween China and the West—is also
growing, according to Wang Huiyao,
president of the Center for China &
Globalization, who has studied the
overseas Chinese population as well
as the returnees.

Some executive returnees are at-
tracted by salaries and benefits that
can be as much as 50% higher than
those offered at Western multination-
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OPINION

The Ebola virus, which has
already killed more than 1,500 peo-
ple since the epidemic began ear-
lier this year, is wreaking havoc in
West Africa, leaving death, eco-
nomic hardship, social stigma and
civil unrest in its wake.

In response, the Obama admin-
istration has stressed that the dis-
ease is highly unlikely to spread
inside America. Given international
travel, we will certainly see cases
diagnosed here, and perhaps even
experience some isolated clusters
of disease. For now, though, the
administration’s assurances are
generally correct: Health-care
workers in the U.S. and other ad-
vanced Western nations maintain
infection controls that can curtail
the spread of non-airborne dis-
eases like Ebola.

Yet our ability to prevent an
epidemic here doesn’t reduce our
obligations abroad. Even if the epi-
demic remains only in West Africa,
the continued spread of Ebola in-
fections could eventually rank as
one of the cruelest natural catas-
trophes of recent times—if not in
human death and suffering, then
certainly in the economic and so-
cial devastation caused by declin-
ing commerce, restricted travel
and the strife resulting from mass
quarantines. Compared with a
storm that delivers its destruction
all at once, the swelling nature of a
viral epidemic can magnify its
impact on economic and civil life.

To address this problem, the
U.S. should lead an immediate ef-
fort to assist stricken nations in
West Africa. This effort should
have three main elements.

First, Ebola’s basic structure
has similarities to other viruses
that we have been able to target
with drugs and vaccines. So it
should be addressable with mod-
ern therapeutics—and we should
initiate a concerted effort to rap-
idly, though carefully, advance a
number of promising drugs and
vaccines that have been tested in
animals but not yet in man. In or-
dinary circumstances, an experi-
mental Ebola drug couldn’t be
tested on healthy people to see if a
medicine can work. But now we
have infected people whose only
hope of survival may be an experi-
mental medicine.

There is an ethical way to ap-
proach this. The Food and Drug Ad-
ministration, working with the Cen-
ters for Disease Control and private
sponsors, can create a special pro-
gram to advance treatments that
have already demonstrated some
measure of safety, and where there
is plausible scientific data showing
that they might be active against
Ebola in humans. In the mid-2000s,
the Bush administration worked
with industry to plan for acceler-
ated vaccine development in case
of flu pandemic. This groundwork
bore fruit during the effort to fash-
ion a new vaccine against pandemic
swine flu in 2009. We need to un-
dertake a similarly urgent drug ef-
fort against Ebola.

Second, President Obama
should lead a major charitable ef-
fort to raise resources to combat
the outbreak and stabilize the af-
fected countries. The World Health
Organization estimates that its
battle strategy for bringing the
outbreak under control will cost
$489 million. That figure may in-
crease if we don’t act soon. As re-
cently as early August, the WHO
estimated that it would need $71
million.

More than half the money will
be needed for treatment and isola-
tion centers, laboratory diagnostic
capabilities, and surveillance and
contact tracing in the countries ex-
periencing the epidemic. The rest
will go to managing the relief ef-
fort and strengthening capabilities
in countries at risk for the virus
but so far without major out-
breaks.

The first major gifts could be
donations from our own invento-
ries and private sources of basic
supplies like field-hospital equip-
ment, gloves and other protective
gear for medical staff. If we can’t
raise sufficient resources through
private or charitable sources, Con-
gress should consider leading by

example and appropriating money
for an international effort to fund
these assets.

Third, we need to help coun-
tries adjacent to the hard-hit West
African nations implement effec-
tive screening and track-and-trace
procedures for people thought to
be infected. Too many countries in
the region that have avoided out-
breaks are simply sealing borders
and suspending travel from af-
fected nations and hoping that will
be enough.

But border closings and flight
bans will exacerbate the economic
and social impact on countries cur-
rently combating the epidemics. If
we help unaffected nations imple-
ment better procedures to contain
new cases, we could reduce the
temptation of understandably
scared governments to use draco-
nian measures.

The most optimistic assess-
ments envision slowing the expan-
sion of this epidemic within two
months, and stopping all transmis-
sion in six to nine months. The
WHO said on Aug. 28 that the epi-
demic was still accelerating and
could infect more than 20,000 peo-
ple before it’s brought under
control. That is the standard pro-
jection, but the numbers could get
substantially worse.

Could Ebola mutate and become
airborne? It would be highly un-
likely for a virus to transform in a
way that changes its mode of in-
fection. Yet this disease produces a
massive level of the Ebola virus in
the blood, called viral load, which

can lead to excessive mutations.
An Aug. 28 article in the journal
Science shows that Ebola is
already mutating during the cur-
rent outbreak, in ways that could
make it harder to diagnose. So the
longer the virus spreads un-
checked, the greater the chance of
other random mutations that could
also make it harder to contain, or
to target with a new drug.

President Obama has made out-
reach to Africa a cornerstone of his
foreign policy. Ebola is a clear and
present danger to that region and
a moment for the U.S. to act with
forcefulness—and demonstrate our
commitments to those nations.

Government cordons may be all
some African countries can do
with their existing resources, al-
though this is creating panic and
stoking civil unrest as army units
try to enforce quarantines, some-
times with deadly force. Absent
more help from America and other
donors, this macabre strategy may
leave tens of thousands to die
inside hot zones of disease, and it
may fail to stop Ebola’s merciless
spread.

Dr. Gottlieb, a physician and resi-
dent fellow at the American Enter-
prise Institute, was deputy com-
missioner at the Food and Drug
Administration from 2005-07. He
also advises medical products
companies. Mr. Troy is a former
deputy secretary of Health and
Human Services and president of
the American Health Policy Insti-
tute.

Barack Obama
“has become ‘en-
raged’ at the Is-
raeli government,
both for its ac-
tions and for its

treatment of his chief diplomat,
U.S. Secretary of State John
Kerry.” So reports the Jerusalem
Post, based on the testimony of
Martin Indyk, until recently a spe-
cial Middle East envoy for the
president. The war in Gaza, Mr. In-
dyk adds, has had “a very negative
impact” on Jerusalem’s relations
with Washington.

Think about this. Enraged. Not
“alarmed” or “concerned” or “irri-
tated” or even “angered.” Anger is
a feeling. Rage is a frenzy. Anger
passes. Rage feeds on itself. Anger
is specific. Rage is obsessional,
neurotic.

And Mr. Obama—No Drama
Obama, the president who prides
himself on his cool, a man whose
emotional detachment is said to
explain his intellectual strength—
is enraged. With Israel. Which has
just been hit by several thousand
unguided rockets and 30-odd ter-

ror tunnels, a 50-day war, the
forced closure of its one major
airport, accusations of “genocide”
by Palestinian President Mah-
moud Abbas, anti-Semitic protests
throughout Europe, general con-
demnation across the world. This
is the country that is the object of
the president’s rage.

Think about this some more.
In the summer in which Mr.
Obama became “enraged” with
Israel, Islamic State terrorists
seized Mosul and massacred
Shiite soldiers in open pits, Rus-
sian separatists shot down a
civilian jetliner, Hamas executed
18 “collaborators” in broad day-
light, Bashar Assad’s forces in
Syria came close to encircling
Aleppo with the aim of starving
the city into submission, a brave
American journalist had his
throat slit on YouTube by a Brit-
ish jihadist, Russian troops openly
invaded Ukraine, and Chinese jets
harassed U.S. surveillance planes
over international waters.

Mr. Obama or his administra-
tion responded to these events
with varying degrees of concern,
censure and indignation. But
rage?

Here, for instance, is the presi-
dent in early August, talking to
the New York Times’s Tom Fried-
man about Russia and Ukraine:

“Finding an off-ramp for
[Vladimir Putin] becomes more
challenging. Having said that I
think it is still possible for us,
because of the effective organiza-
tion that we have done with the
Europeans around Ukraine, and

the genuine bite that the sanc-
tions have had on the Russian
economy, for us to arrive at a fair
accommodation in which Ukrai-
nian sovereignty and indepen-
dence is still recognized but there
is also recognition that Ukraine
does have historic ties to Russia,
the majority of their trade goes
to Russia, huge portions of the
population are Russian speaking,
and so they are not going to be
severed from Russia. And if we
do that a deal should be possi-
ble.”

This isn’t even condemnation.
It’s an apology. For Mr. Putin.
Benjamin Netanyahu should be so
lucky.

Now think about what, specifi-
cally, has enraged the president
about Israel’s behavior. “Its ac-
tions and its treatment of his
chief diplomat.”

Actions? Hamas began firing
rockets at Israel in June, thereby
breaking the cease-fire it had
agreed to at the end of the last
war, in November 2012. The latest
war began in earnest on July 7
when Hamas fired some 80 rock-
ets at Israel. “No country can ac-
cept rocket fire aimed at civil-
ians,” White House spokesman
Josh Earnest said the next day,
“and we support Israel’s right to
defend itself against these vicious
attacks.”

On July 15 Israel accepted the
terms of a cease-fire crafted by
Egypt. Hamas violated it by firing
50 rockets at Israel. On July 17
Israel accepted a five-hour hu-
manitarian cease-fire. Hamas
violated it again. On July 20
Israel allowed a two-hour medical
window in the neighborhood of
Shujaiyeh. Hamas violated it. On

July 26 Hamas announced a day-
long cease-fire. It then broke its
own cease-fire. On July 28 Israel
agreed to a cease-fire for the
Muslim holiday of Eid al-Fitr. The
rocket attacks continued. On Aug.
1 Israel accepted a 72-hour cease-
fire proposed by the U.S. Hamas
violated it within 90 minutes. On
Aug. 5 Israel agreed to Egypt’s
terms for another three-day
cease-fire. Hamas violated it sev-
eral hours before it was set to ex-
pire, after Israel announced it
would agree to an extension.

If Hamas had honored any of
these cease-fires it could have
saved Palestinian lives. It didn’t.
Mr. Obama is enraged—but not
with Hamas.

As for Israel’s supposed ill-
treatment of Mr. Kerry, the presi-
dent should read Ben Birnbaum’s
and Amir Tibon’s account of his
secretary’s Mideast misadven-
tures in the July 20 issue of the
New Republic. It’s a portrait of a
diplomat with the skills and style,
but not the success, of Inspector
Clouseau. Mr. Obama might also
read Haaretz columnist Ari
Shavit’s assessment of Mr. Kerry’s
diplomacy: “The Obama adminis-
tration,” he wrote in July, “proved
once again that it is the best
friend of its enemies, and the big-
gest enemy of its friends.”

Both Haaretz and the New
Republic are left-wing publica-
tions, sympathetic to Mr. Obama’s
intentions, if not his methods.

Still, the president is enraged.
At Israel. What a guy.

Write to bstephens@wsj.com
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Heading Off a Bigger Ebola Catastrophe

Obama’s Curious Rage

BY SCOTT GOTTLIEB
AND TEVI TROY

The president in Bethesda, Md., July 29.
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Calm when it comes to
Putin, ISIS and Hamas, but
furious with Israel.

A more urgent international
effort inWest Africa is
needed to stop the disease and
save tens of thousands of lives.
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Danone
Says Riboud
Will Give Up
CEO Post

PARIS—Danone SA said Tuesday
that Chief Executive Franck Riboud
would step down from the job he
has held for 18 years and be suc-
ceeded by his deputy, a move that
marks the end of an era for the
French dairy company.

Mr. Riboud, who will stay on as
chairman, will be succeeded by 50-
year-old deputy CEO Emmanuel
Faber, Danone said in a written
statement. Bernard Hours, Danone’s
other deputy CEO, will leave the
company. The changes will take ef-
fect Oct. 1.

The split of the roles of CEO and
chairman is the first in the history
of the maker of Activia yogurt and
Aptamil baby milk, which has had
only two different CEO and chair-
men in more than 40 years, both
from the same family. Before Mr. Ri-
boud, his father, Antoine Riboud, ran
the company from 1972 after he
merged his glassmaking firm BSN
with French dairy company Gervais-
Danone.

In handing over the day-to-day
business to Mr. Faber, the 58-year-
old Mr. Riboud wants to make sure
he can dedicate his time to crafting
the future of the company, said Lau-
rent Sacchi, vice president of corpo-
rate communications and an adviser
to Mr. Riboud.

Mr. Riboud also wanted to initi-
ate a plan for his succession, the
company said. Mr. Faber has been
working closely with Mr. Riboud
since he joined the group in 1997 as
head of strategy and mergers and
acquisitions. He has also been help-
ing to run most of the day-to-day
business at Danone.

Danone has been seeking to
bounce back from a series of trou-
bles over the past few years, start-
ing with the effects of the economic

Please turn to page 16
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AngloWould Consider a Buyout
LONDON—The chief executive of

Anglo American PLC, one of the
world’s largest mining companies,
said he is determined to lift its re-
turn on capital but would be open
to a combination should a compel-
ling offer arrive.

“My job is to create value, how-
ever that may be shown,” said
Mark Cutifani, an industry veteran
assigned 15 months ago to turn
things around after the departure
of former Chief Executive Cynthia
Carroll. “Our job is to do a good job
with the business, and at the end of
the day, if somebody sees value,
then there’s a conversation to be
had,” said Mr. Cutifani.

In an interview, Mr. Cutifani
also said while he expects weak
iron-ore prices to persist, Anglo
would press ahead with its much-
delayed Minas-Rio iron-ore project
in Brazil, which is expected to de-
liver its first ore later this year.

“That rocket has been launched
a few years back,” Mr. Cutifani said
of the Brazilian mine, which Anglo
bought in 2008 for $5.5 billion. It is
now expected to require total in-
vestment of $8.8 billion, against an
initial estimate of $2.5 billion.

Iron-ore prices have slid 35%
this year, to around $87 a ton, ac-
cording to data provider Steel In-
dex, as growth in key markets such
as China has slowed and as miners
including BHP Billiton Ltd. and Rio
Tinto PLC have been producing at
record levels.

Mr. Cutifani said that if prices
were to fall to around $80 a ton
some producers would find it diffi-
cult to stay in the market.

“What I’ve found in this indus-
try is that a lot of capacity can be
really sticky,” he said, noting his
concern that the downward pres-
sure on iron-ore pricing would be
“more and longer than you antici-
pate.”

He also warned that major pro-
ducers’ strategy of continuing to
ramp up supply could backfire. “In
my view, they’ll make a call that is

right for their investors or they’ll
pay the price,” he said.

Mr. Cutifani said his first goal is

to transform Anglo into a top miner
by lifting its return on capital em-
ployed to at least 15% in 2016. That

measure slipped to 10% in the first
half of 2014 from 11% a year earlier.

“It’s an imperative that we have
to get to. We’ve got to be doing
better than that number,” said Mr.
Cutifani. Earlier this year, Anglo
said it would sell some of its older,
deep-level platinum mines, a pro-
cess Mr. Cutifani said would take at
least another 18 months.

With assets in commodities
ranging from iron ore to platinum
and diamonds across several conti-
nents, Anglo is one of the world’s
most diversified mining companies.
But bad bets—including one by Ms.
Carroll on a the Brazilian iron-ore
mine that has run more than $6 bil-
lion over budget—have eaten into
profits. Anglo’s shares have fallen
55% since early 2011.

Investors have also fretted
about Anglo’s exposure to South
Africa, where its subsidiary Anglo
American Platinum Ltd.—known
as Amplats—has been hit by a five-
month strike this year.

Mr. Cutifani has moved to slash
Anglo’s costs and put several pe-
ripheral assets up for sale. The
company’s shares are up 17.5% this
year, outperforming its bigger ri-
vals, BHP Billiton and Rio Tinto.

Amid a global commodities
downturn, Rio and BHP also have
been selling assets, focusing invest-
ment on a smaller universe of com-
modities and steering away from a
diversification model that until re-
cently characterized many of the
world’s biggest miners. Mr. Cuti-
fani, however, said he still believes
in the diversified-mining model.

“We’re less focused on driving
into a favored commodity because
in our view, there are so many un-
predictable issues,” he said.

Investors and analysts are
closely tracking Mr. Cutifani’s turn-
around efforts.

“Either the company outper-
forms under Mark Cutifani’s leader-
ship, and demonstrates the value of
[its] tons in the ground, or it fails
to do so and is put out of its misery
in fairly short order,” said Paul
Gait, an analyst at Sanford C. Bern-
stein.

BY ALEXIS FLYNN
AND ANDREW PEAPLE

Mark Cutifani, Anglo American’s CEO, says he wouldn’t reject a bid out-of-hand.
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Iron Core
Underlying profit/loss for selected
commodities at Anglo American

The Wall Street JournalSource: company reports
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Chinese Firms Bring ‘Sea Turtles’ Home
After 20 years at Western multi-

nationals such as Coca-Cola Co. and
Nike Inc., Wayne Chen was offered a
senior management role at China
Vanke Co., a Shenzhen-based resi-
dential-property developer that is
the world’s largest by revenue.

Mr. Chen, a Shanghai native who
had moved to the U.S. about 15 years
ago, said he didn’t plan to leave Hay
Group, a U.S. management-consult-
ing firm where he was a Shanghai-
based managing director.

But Vanke persisted, winning
him over with talk of providing

housing for China’s aging population
and establishing a global footprint
in cities such as San Francisco, Sin-
gapore and New York. He started
working for Vanke in February as
chief human resources officer, one
of about a dozen China-born, West-
ern-educated executives to join the
company during the past five years.

Mr. Chen is an example of what
is called a “sea turtle” or “haigui” in
Mandarin: a Chinese native who has
returned home after stints in the
West. Sea turtles, also a homophone
for students returning from over-
seas studies, are highly prized by
Chinese companies because they un-
derstand the nuances of Chinese

culture and can draw upon Western
practices to help their new bosses
expand, especially overseas.

“Chinese companies are looking
to skill up so they can go interna-
tional in the next 10 years, and want
to get these executives into their
business,” said Max Price, a Beijing-
based partner at recruiters Antal
International.

The number of sea turtles has
been increasing over the past sev-
eral years, though that growth has
slowed recently. Last year, some
350,000 sea turtles returned to
China, about a 30% rise over the
prior year, compared with a 56% rise
in 2009, according to China’s Minis-

try of Education, which tracks the
phenomenon.

The number of Chinese “sea
gulls”—who fly back and forth be-
tween China and the West—is also
growing, according to Wang Huiyao,
president of the Center for China &
Globalization, who has studied the
overseas Chinese population as well
as the returnees.

Some executive returnees are at-
tracted by salaries and benefits that
can be as much as 50% higher than
those offered at Western multination-
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OPINION

Speculation about a possible
European version of quantitative
easing has reached fever pitch
ahead of Thursday’s meeting of
the European Central Bank’s mon-
etary policy committee. Declining
inflation and continued sluggish-
ness in credit markets call for ac-
tion. Meanwhile, Mario Draghi’s
recent speech at the Jackson Hole
central-banking retreat suggest
the ECB chairman is newly open to
more aggressive easing. But Eu-
rope’s problems are different and
more complex than those of the
U.S., and investors hoping for a
Fed-style QE “bazooka” could end
up being disappointed.

The ECB faces two policy chal-
lenges. First, inflation expectations
are falling in a pattern danger-
ously replicating Japan’s lost de-
cade. The market expectation for
inflation in five years fell below
2% last week, while the expected
rate a year from now is below 1%.
Both these figures fall short of the
ECB’s 2% target, and history sug-
gests that once deflation expecta-
tions take root, getting back to a
positive course becomes extremely
difficult.

The second problem is the
transmission of credit to European
firms. Despite low ECB rates, com-

panies in the peripheral economies
still must pay 1.5 to two times as
much as their German peers to
borrow. For a company whose debt
is five times annual earnings, bor-
rowing at 5% instead of 3% means
10% less profits.

To bring inflation expectations
back to normal, the ECB could
push the euro lower relative to
other major currencies by buying
sovereign bonds and expanding its
balance sheet. The euro’s apprecia-
tion since its trough in 2012 has
pushed inflation down by half a
percentage point over that time,
according to the ECB. But there
are some counter-indications to
sovereign-bond purchases. First,
Mr. Draghi has already managed to
bring down the euro merely with a
promise to act. Second, buying
sovereign debt at current
yields—2.4% for Italy and 1.3% for
France’s 10-year bonds—could
prove harder to justify against the
lack of underlying regulatory re-
forms.

Eventually, the ECB may still be
forced to implement asset pur-
chases if inflation expectations
continue to drop. But as we have
seen before, lower sovereign yields
may do little for Europe’s real
economy, where small firms create
85% of new jobs but can’t borrow
in bond markets. “Monetary policy
can only buy time,” German Fi-
nance Minister Wolfgang Schäuble
said last week. He’s right.

The real game-changer for
growth instead is to reform the
mechanism of credit transmission
to European firms from banks to
capital markets. European firms
rely on banks for 80% of their
credit because most are too small

to issue bonds on their own.
Europe needs to shift from a sov-
ereign-guaranteed, bank-centered
credit system to a more balanced
mix of fewer banks and more
bonds.

Asset-backed securities, or
ABS, are one instrument that can
help, if they become more com-
mon. These bonds, backed by bun-
dles of corporate and consumer
loans, can create a new channel
for credit to reach small firms.
Regulators need to find ways to
encourage this market to develop
faster.

This type of debt security
gained a bad reputation after the
subprime mortgage crisis, in
which securities backed by
defaulting mortgages badly dented
the balance sheets of the banks
that held these assets. Yet this was
chiefly an American problem. Only
1.5% of European asset-backed se-
curities suffered losses between
2007-13, compared to up to 18% in

the U.S. Regulators, including the
Basel Committee of central bank-
ers, reacted by tightening capital
requirements, yet without taking
into account the lower risk in the
European market.

The ECB, which last week
announced it has hired BlackRock
Solutions as its adviser for a
potential ABS purchase program,
can play a significant role in
improving things. For one, the
central bank can set the tone for
what kinds of ABS are considered
suitable for banks to hold and
which aren’t. Mr. Draghi has said
that in any program, the ECB
would buy only securities that are
“simple, transparent and real.” By
eschewing the sort of opaque se-
curities that wreaked so much
havoc in the U.S., Mr. Draghi can
send a useful signal.

At the same time, the ECB’s
willingness to buy such securities
would shake up what is currently a
relatively small market. Asset-

backed securities worth only about
€300 billion ($393 billion) are cur-
rently outstanding in Europe, ac-
cording to the Securities Industry
and Financial Markets Association,
and more than half of those are
sitting untraded on bank balance
sheets. The ECB can encourage
more issuance, and thus more un-
derlying lending, simply by being
willing to buy.

Other regulators also will have
a role to play. The Basel Commit-
tee should consider whether the
relatively good track record of as-
set-backed securities in Europe
warrants the risky weighting they
receive in current bank-capital
standards. Local regulators also
will play a role in promoting the
development of suitable securities
in each jurisdiction, and knocking
down barriers to new lenders,
such as lack of public loan-level in-
formation.

All of these factors make it un-
likely that an ABS-purchase pro-
gram will get off to a running start
if and when Mr. Draghi unveils
one. As a result, investors hoping
for imminent big news about mas-
sive asset purchases by the ECB
are likely to be disappointed, both
this week and in the next few
meetings. But they shouldn’t lose
sight of other options. Purchasing
sovereign debt isn’t the only avail-
able response. Developing a well-
functioning market for asset-
backed securities could finally be a
structural solution to Europe’s
credit drought.

Mr. Gallo is the head of macro-
credit research at the Royal Bank
of Scotland. The views expressed
are his own.

The Palestinian cause has at-
tracted international sympathy for
decades, so why do Palestinians
still suffer so grievously? The bur-
dens of Israeli occupation aren’t
the full story. Palestinians also
suffer from bad leaders and bad
friends who do them more harm
than good. In newsrooms, univer-
sities and governments world-
wide, supporters of Palestine are
more like enablers choosing to ig-
nore the terrorism and tyranny
that have wrecked Palestinian pol-
itics.

This custom is common from
major publications and pundits. In

July the Economist wrote that
“the catastrophe befalling Gaza
stems from the refusal of Israel to
negotiate in good faith.” In 2012
Fareed Zakaria wrote in the Wash-
ington Post: “Peace between the
Palestinians and Israelis will come
only when Israel decides that it
wants to make peace.”

Some professors go further in
denying and distorting Palestinian
politics. In 1994, when Hamas was
already perfecting bus bombings,
John Esposito, professor of inter-
national affairs and Islamic studies
at Georgetown University, assured
National Public Radio listeners
that Hamas was distinguished by
concern for “community social
services” and “small business ven-
tures,” including honey produc-
tion, cheese-making and clothing
manufacture. The peace activist
Judith Butler, who teaches rheto-
ric and comparative literature at
the University of California, Berke-
ley, told students in 2006 that
“understanding Hamas [and] Hez-
bollah as social movements that
are progressive, that are on the
left, that are part of a global left,
is extremely important.”

Diplomats consistently ignore
the violent and anti-Semitic state-
ments that Palestinian leaders
make to their own people in Ara-
bic, as long as those leaders speak
soothingly in English to foreign
audiences. Veterans of the “peace
process” seek to legitimize Hamas

with invitations to the interna-
tional bargaining table, despite the
group’s clearly stated mission of
eliminating Israel and Jews.

Such Western enablers empha-
size many of the genuine tragedies
of Palestinian life, but they elide
whatever facts contradict their
pro-Palestinian articles of faith.

They insist that Israel won’t com-
promise and a powerful Israel
lobby steers U.S. policy, overlook-
ing that Palestinian leaders re-
jected Israeli offers of statehood in
2000 and 2008. Their idea of pro-
gressivism means admiring the
Palestinian “resistance”—and re-
maining silent about the illiberal
horrors facing Palestinian women,
religious minorities, gays and po-
litical dissidents.

This approach isn’t simply a
whitewash. Rather it portrays Pal-
estinian leaders in purposefully
limited fashion, as victims and
pawns forever being acted upon
by Israel and other outsiders, and
not as decision makers choosing
how to act toward Israel and their
own people. This denies Palestin-
ians’ agency, treating them as if
they have no responsibility for tyr-

annizing other Palestinians or ter-
rorizing Israelis.

There is a term for describing
the Middle East in a cartoonishly
inaccurate but politically self-serv-
ing manner that reduces local pop-
ulations to passive actors in a mo-
rality play meant to reinforce
prejudices: “Orientalism.” The
coinage belongs to the late Colum-
bia professor and pro-Palestinian
activist Edward Said, who believed
that modern Western commentary
on the East was simplistic and rac-
ist. “Very little of the detail, the
human density, the passion of
Arab-Moslem life,” he wrote in
1980, “has entered the awareness
of even those people whose pro-
fession it is to report the Arab
world.”

So it is today, but not in the
way that Said identified. The cus-
tom now is a pro-Palestinian neo-
Orientalism that glosses over the
real conditions of Palestinian life,
focusing instead on condemning
Israel. Yet the effect of this neo-
Orientalism isn’t pro-Palestinian.
By ignoring the pathologies of Pal-
estinian politics, it condemns Pal-
estinians to live under leaders who
would rather impoverish and en-
danger their own people than
compromise with Israel.

Whatever their intent, neo-Ori-
entalists provide cover for a politi-
cal structure in Palestine that they
would never accept for them-
selves—which is a form of bigotry.

Countless articles are written
about intricate details of Israeli
coalition politics, typically with
hand-wringing conclusions about
the election of this or that hard-
liner. Seldom do you read about
Palestinian politics, where hard-
liners throw their rivals from roof-
tops or shoot them in the street.
Perhaps journalists consider such
savagery the unremarkable fate of
Palestinians who aren’t entitled to
politics as Westerners are. Text-
book Orientalism.

Neo-Orientalist thinking treats
both Israelis and Palestinians un-
fairly. A better approach would ex-
pose and reject the terrorist thugs
claiming the mantle of a national-
ist movement that deserves ac-
countability and sobriety from its
leaders. Then popular discussion
of the Middle East may regain
some humane sense of right and
wrong—and the Palestinians may
finally achieve security, prosperity
and statehood.

Mr. Feith is a Journal editorial-
page writer based in Hong Kong.

BY DAVID FEITH

BY ALBERTO GALLO

A QE Boost for Business Lending

Palestine Needs Better Friends

The European Central Bank
can at last help develop
a market for new debt-
backed securities.
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Defenders of Hamas
practice the bigotry
of low expectations.
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Washington Post Publisher Exits
The Washington Post announced

Tuesday that publisher Katharine
Weymouth is stepping down effec-
tive Oct. 1. Her exit marks the final
departure of a member of the Gra-
ham family from the newspaper
which it had owned for eight de-
cades until selling it to Amazon
founder Jeff Bezos last year.

The company said she would be
succeeded by Fred Ryan, a one-time
Reagan administration official who
until last year was chief executive of
Politico.com and president of Polit-
ico’s owner, Allbritton Communica-
tions Co.

“Now it is time for new leader-
ship. With Jeff Bezos as our new
owner, you are already seeing an in-
fusion of energy and ideas. This is
just the beginning of a wonderful
new chapter for the Post,” Ms. Wey-
mouth wrote in a memo to the pa-
per’s staff.

Ms. Weymouth’s departure caps
a year in which Mr. Bezos has
sought to reinvigorate the Post amid
an industrywide struggle with de-
clining print ad revenues and a mi-
gration of readership to the Web.

Since the Amazon chief took con-
trol, the Post has launched a variety
of new online sections, including
ones focused on personal finance,
business, arts and style and politics.
The paper has also hired a total of
60 new reporters and technology
staff, a Post spokeswoman said.

In March, the Post said it was
creating a design and technology
team in New York to develop a new
Web platform and to come up with
a rethink of the paper’s website.

In July, the paper’s site saw its
highest traffic on record, with 39.5
million unique visitors, a 63% in-
crease year to year, according to
comScore Inc.

At the same time, the Post’s av-

erage weekday circulation declined
in the six-month period ending in
March to 435,000 copies, down from
472,000 in 2012 and 769,000 in
2002.

The choice of Mr. Ryan, 59 years
old, also is symbolic. After serving
in a variety of roles in the Reagan
administration, and as a personal
aide to President Reagan when he
left office, Mr. Ryan became an ex-
ecutive with Allbritton in 1995, help-
ing create Politico in 2007. The
site—which was built by several for-
mer Post reporters—went on to be-
come a major challenge to the Post’s
near monopoly on Washington polit-
ical coverage.

“This is an incredibly exciting
time for all of us in media. The

Washington Post is a crown jewel,
exemplifying the finest in editorial
quality and journalistic values. I am
honored to follow four generations
of Graham family leadership and
thrilled with the opportunity to
work with Jeff and the incredibly
talented team at The Post,” Mr.
Ryan said.

Ms. Weymouth, 48, is the niece
of Donald Graham, who was the last
member of the family to serve as
chairman of the paper until the sale.
The Graham family bought the pa-
per out of bankruptcy in 1933 and
presided over it for 80 years during
its most influential years that
peaked in the early 1970s during the
Watergate scandal.

Ms. Weymouth had worked at

the paper for 17 years and in early
2008 became the fourth member of
the Graham family to become pub-
lisher.

When Mr. Bezos agreed to buy
the Post in August of last year for
$250 million, Mr. Graham insisted
he keep Ms. Weymouth as publisher
after the sale, the Journal reported
at the time. Mr. Bezos completed
the purchase in October.

“I am so grateful to Katharine
for agreeing to stay on as publisher
this past year,” Mr. Bezos said.

Ms. Weymouth declined to com-
ment beyond the note she sent to
the paper’s staff.

A message left for an Amazon
spokesman wasn’t immediately re-
turned.

Amazon founder Jeff Bezos and Katharine Weymouth in 2013. Ms. Weymouth became publisher of the Post in 2008.
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Corrections  Amplifications

The first name of Kosaku Narioka was incorrectly given as Ko-
sauku in the contributor line on an In Depth article Tuesday
about Hong Kong’s financial status.

Hong Kong’s antigraft watchdog searched the homes of pro-de-
mocracy figures Thursday. A headline on a World News article in
the Friday-Sunday edition about the searches incorrectly said
they were conducted by China.

BMW AG’s armored vehicles cost two to four times the price of
a regular model, with the bulletproof version of the auto maker’s
X5 sport-utility vehicle costing at least $120,000. A Business & Fi-
nance article Thursday about armored BMWs incorrectly cited a
price range of three to four times a standard model and gave a
price for an X5 Security Plus of at least $180,000.
Readers can alert the London newsroom of The Wall Street Journal to any errors
in news articles by emailing wsjcontact@wsj.com or by calling +44 (0)20 7842
9901.

BUSINESS & FINANCE

Danone Chief
To Step Down
After 18 Years
crisis in Europe, followed by a food-
safety warning in Asia, milk-price in-
flation and volatile emerging-market
currencies.

The company’s management is
considering new strategies to deliver
strong long-term growth. It is also
examining whether it should pursue
any large deals or tie-ups to gain
more heft, according to a person fa-
miliar with the matter.

Danone’s challenges have refo-
cused analyst attention on its rela-
tively small size compared with
Swiss food company Nestlé SA.

After having sold off a series of
noncore assets during the late 1990s
and early 2000s, Danone’s business
today is focused on four activities:
fresh dairy, baby food, water and
medical nutrition. With a market
value of about €34 billion, or
roughly $45 billion, it is much
smaller than Nestlé, which has a
market capitalization of around €190
billion. Some people in the company
say Danone might be too small to
compete with such giants, a person
familiar with the matter has said.

“Mr. Riboud wants to concentrate
entirely on the group’s future,” said
Mr. Sacchi. “He initiated a rethink-
ing regarding what Danone will be
beyond 2020 in an environment that
had entirely changed,” he said.

Mr. Riboud joined the company
led by his father 33 years ago, before
succeeding him as CEO in 1996, even
though the family held a tiny stake
in Danone. While his father pursued
a strategy to take over smaller food
companies in different sectors from
beer to candies, Mr. Riboud refo-
cused the company around the dairy
and water businesses.

He sold some nondairy assets
such as the company’s biscuit unit to
Kraft Foods and acquired baby-food
group Royal Numico in 2007. Mr. Ri-
boud also led an aggressive expan-
sion into emerging markets, includ-
ing Russia and China, resulting in
Danone making more than 50% of its
sales now in developing countries.

In choosing Mr. Faber, Danone
has opted to hand the reins to a
trusted veteran. Mr. Faber joined the
company 17 years ago as head of fi-
nance, strategies and information
systems. Between 2005 and 2008, he
led Danone in the Asian-Pacific re-
gion, before becoming deputy CEO
and vice chairman of the board.

—William Horobin
contributed to this article.

Continued from page 15

BY LUKAS I. ALPERT

Apple Denies iCloud Breach in Hacking
Apple Inc. said it hasn’t found a

breach in its iCloud or Find My
iPhone systems and its investigation
into the hacking of online celebrity
photo accounts indicates a targeted
attack.

The company’s comments follow
an investigation of more than 40
hours, spurred by reports that vul-
nerabilities in its iCloud service
were exploited to hack the accounts

of celebrities, leading to the publica-
tion of nude photos and videos.

Apple said Tuesday that the
probe showed certain celebrity ac-
counts were compromised by a
“very targeted attack” on user
names, passwords and security
questions.

Apple said it is continuing to
work with law enforcement to help
identify the hackers involved.

Initial media reports suggested
that the hacks stemmed from indi-

vidual accounts on iCloud, an online
service to store photos, music and
other data from Apple devices.

A posting on online code-shar-
ing site GitHub said a user had dis-
covered a bug in Apple’s Find My
iPhone service, which tracks the lo-
cation of a missing phone and al-
lows a user to disable the phone
remotely if it is stolen.

The bug allowed a hacker to
keep trying passwords until identi-
fying the right one.

Most online services lock down
an account after multiple incorrect
password attempts to prevent this
type of “brute force” attack.

Actress Jennifer Lawrence and
model Kate Upton were identified
as possible victims.

Another actress, Mary E. Win-
stead, said on Twitter that the
hackers grabbed photos she took
with her husband last year in their
home and that she had since de-
leted.

BY TESS STYNES
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OPINION: REVIEW & OUTLOOK

F ederal Judge Steven Rhodes will
begin hearings Tuesday to deter-
mine whether Detroit’s readjust-

ment plan fulfills the legal and fiscal re-
quirements to exit Chapter 9 bankruptcy.
The trial may provide investors a lesson,
instructive but painful, in how politics can
override law in municipal bankruptcies.

Since declaring bankruptcy in July
2013, Detroit has cut deals with nearly all
of its major creditors. Workers, retirees
and most bondholders this summer voted
to accept the plan. Yet Judge Rhodes
must still validate that the plan is “fair
and equitable” and was proposed in good
faith, among other standards of Chapter
9.

The reality is that some creditors are
making out far better than others with
similar legal standing. The city has of-
fered general-obligation bondholders 34
to 74 cents on the dollar. Voluntary Em-
ployee Beneficiary Associations will ad-
minister reduced health benefits, and
pensions will be modestly trimmed under
a deal negotiated by the court’s mediator.

The state, the Detroit Institute of Art
and some philanthropies have pledged
$816 million to shield the city’s artwork
from monetization. These proceeds will

exclusively fund pensions and minimize
benefit cuts. Accruals for non-public
safety workers will be pared by 4.5% in
lieu of the 26% emergency manager Kevyn
Orr proposed earlier this year. The city
has even agreed to restore cost-of-living
adjustments and accruals
in nine years if the pension
funds are flush.

In other words, the plan
patently favors workers
and retirees over bond in-
surers Syncora and Finan-
cial Guaranty Insurance
Company that have similar
legal standing. To their
current regret, the two companies insured
$1.4 billion in certificates of participation
(COPs), a common form of government fi-
nancing, that the city issued last decade
to shore up its pension funds. According
to the city’s calculations, insurers stand to
recover at most 10 cents on the dollar,
which is 30 to 50 cents less than the pen-
sion funds. Does the city really consider
this distribution equitable and fair?

Under Chapter 9, a city isn’t required
to monetize its assets. However, it can’t
requisition assets to goose the recovery of
a single creditor as Detroit has done with

its art. As a counter-example, imagine the
political blowback if the city had decided
to sell its Belle Island to make bond insur-
ers whole and no one else.

Detroit has tried to browbeat Syncora
and Financial Guaranty into settling for

the mere 10% by suing to
void the COPs. In 2005 De-
troit politicians circum-
vented their state-imposed
debt limit by creating
“service corporations” and
intermediary pension-fund
trusts to issue the COPs.
They provided third-party
legal opinions to investors

validating the framework.
But earlier this year the city sued its

service corporations to undo the COPs
transaction, even as it wants to keep the
$1.4 billion it borrowed. If the transaction
was invalid, then the city can’t retain the
proceeds. This would be as if Argentina
sued itself in international court for issu-
ing bonds in alleged violation of its sover-
eign laws and then refused to repay its
lenders. The legal terms for this are fraud
and theft.

Detroit is supposedly seeking to reha-
bilitate its political culture, so it’s not a

good sign that it’s trying to pull a fast one
on creditors. The cynicism is reinforced
by the city’s agreement to pay banks 30
cents on the dollar for interest-rate swaps
tied to the COPs. If the COPs are invalid,
why aren’t the swaps too?

Retirees and unsecured GO-bond hold-
ers have also been promised a higher re-
covery if courts undo the COPs transac-
tion. By dangling this fillip, the city
induced the unsecured bondholders to
support the plan.

Trouble is, if courts void the COPs, the
pension funds may be required to dis-
gorge the $1.4 billion and interest. That
could render the pension funds insolvent.
Since the COPs litigation could extend
past bankruptcy, Detroit might face an-
other fiasco down the road.

Bankruptcy allows municipalities to
break contracts and restructure obliga-
tions, but in return they are required to
treat creditors fairly. Institutions and in-
dividuals lend on the presumption that
courts will enforce the law. If municipali-
ties can mow over creditors and the rule
of law in bankruptcy, they deserve to pay
a political-risk premium to borrow, as-
suming anyone is still foolish enough to
lend.

A s Beijing formally ruled out dem-
ocratic elections in Hong Kong,
the selection process for a new

leader was underway Sunday in Macau,
the other former colony now governed
as a special administrative region of
China. A committee of 400 Beijing loyal-
ists “re-elected” Macau’s chief executive
with 95% of their votes. He ran unop-
posed, as the same committee was also
charged with selecting candidates.

Macau’s citizens used to be less inter-
ested in politics than their Hong Kong
cousins, but that is changing. Activists
organized unprecedented protests in the
run-up to Sunday’s non-election election.
They also held an unofficial referendum
last week asking locals what they think

of their chief executive and whether they
favor direct elections in 2019. Unlike in
Hong Kong, Macau’s mini-constitution
doesn’t promise universal suffrage.

The referendum would have included
five polling places across the 30-square-
kilometer city, but police closed them all
before the vote’s start on Aug. 24 and
detained several organizers on suspicion
of breaching data protection laws. The
referendum was thus limited to online
voting, which attracted some 8,500 par-
ticipants who overwhelmingly demanded
universal suffrage in 2019. That was
three times the turnout of a similar un-
official vote in 2012.

In May an estimated 20,000
Macanese rallied publicly against a pro-

posed law to exempt the chief executive
from criminal liability and to compen-
sate high-ranking officials after they
leave office. The protests forced local of-
ficials to scrap the so-called “bill of
greed.”

That gave democracy and labor activ-
ists confidence to speak up further. Pub-
lic dissatisfaction mounted this summer
when two professors—Eric Sautedé of
the University of St. Joseph and Bill
Chou of the University of Macau—both
lost their jobs after speaking out for de-
mocracy.

Macau’s protest movement is still far
smaller and less sophisticated than that
of Hong Kong, but the signs of unrest
might worry investors in the city’s casi-

nos, which dominate the local economy
and last year accounted for an estimated
seven times the revenue of Las Vegas.
Properties owned by Las Vegas Sands,
Wynn Resorts and MGM China are
among the 35 casinos clustered in the
only Chinese city where gambling is le-
gal.

The protests certainly concern China’s
leaders, who fear that democratic stir-
rings in their special administrative re-
gions will spread to the mainland. But
Beijing’s heavy hand only makes prob-
lems worse. Increasingly unpopular and
dysfunctional government in two of
China’s most international cities only at-
tracts more attention to the need for po-
litical reform.

W e told you last week that L.A.’s
city council has picked a fight
with Wall Street that could put

the City of Angels on the fiscal road to Ar-
gentina. Now comes the tale of how Ar-
gentina, which picked its own fight with
Wall Street and defaulted this summer for
the second time in 13 years, may be going
the political way of Venezuela.

R.R. Donnelley & Sons is a 150-year-old
printing company based in Chicago, which
for 22 years operated a subsidiary in Ar-
gentina that employed about 400 work-
ers. It shut its doors in mid-August amid
what it called “rising labor costs, infla-
tion, materials price increases, devalua-
tion, inability to pay debts as they become
due, and other issues.” It also couldn’t
come to terms with its union, which re-
fused to countenance layoffs or even ne-
gotiate in good faith.

In a country where growth is negative,
inflation is approaching 40%, and foreign

reserves are running low, the closure of a
medium-sized factory shouldn’t count as a
major economic event. But this is Cristina
Fernandez de Kirchner’s Argentina. In a
televised 45-minute rant, La Presidenta de-
nounced the plant’s closure
as a “fraudulent maneuver
and attempt to sow fear in
the population,”while seek-
ing without credible evi-
dence to connect Donnelley
to the U.S. “vulture funds”
she accuses of destroying the economy.

To underline her point, Mrs. Kirchner
held up a picture of Sam Zell, who insists
he has no investments in Argentina. Mrs.
Kirchner seems to have confused the Chi-
cago real-estate magnate with one of the
holdout creditors who have won victories
in U.S. courts to require Buenos Aires to
honor its contracts. Mr. Zell said Mrs.
Kirchner’s stunt “just makes her look even
stupider.”

That may be true, but it isn’t funny
that Mrs. Kirchner invoked an anti-terror-
ism statute to go after Donnelley. The
2011 law offers a vague definition of ter-
rorism to mean any action “with the aim

of terrorizing the popula-
tion” and was used earlier
this year to bring charges
against a newspaper edi-
tor. The Argentine govern-
ment has since dialed back
the charges against Don-

nelley from terrorism to “fraudulent
bankruptcy,” with the head of Argentina’s
tax authority calling for the arrest of Don-
nelley’s Argentina-based executives. The
charges carry prison sentences of up to
six years.

Mrs. Kirchner is also seeking to resur-
rect the Peronist-era “Supply Law,” which
empowers regional governors to set price
controls, seize goods, set production tar-
gets and take over enterprises without

formally expropriating them. Sergio
Massa, a onetime chief cabinet officer for
Mrs. Kirchner and now a political oppo-
nent, summed up the government’s legis-
lative ambitions. “The bills have a distinc-
tive characteristic,” he said. “They helped
the Venezuelan government to expropri-
ate 1,193 companies, close 400,000 stores
and more than 2,000 industries.”

That example ought to chasten Mrs.
Kirchner’s cheerleaders in the West, espe-
cially one or two Nobelists who have
given intellectual cover to her efforts to
demonize American hedge funds and de-
throne U.S. courts in favor of some inter-
national bankruptcy court that might look
favorably on deadbeats like Argentina.
Those who suffer most from populist gov-
ernments such as Mrs. Kirchner’s are peo-
ple like Donnelley’s former factory work-
ers, lashed first by their government’s
financial recklessness, and then by her
demagoguery.

Mow-Down in Motown

Democratic Stirrings in Macau

From Deadbeat to Despot

Bond insurers have a
good case against
Detroit for unfair

treatment
in bankruptcy.

Argentina harasses
a U.S. company for

closing up shop in B.A.
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McDonald’s Reworks
Its Food Safety in China

BEIJING—McDonald’s Corp. is
overhauling its food-safety strategy
in China after problems with a sup-
plier hit the fast-food chain’s image
and eroded its sales in the country.

The U.S. company said in a writ-
ten statement that it will review sur-
veillance video from meat-production
sites in China and boost audits of
suppliers. More than half of the
added audits will be unannounced
and conducted jointly by third-party
auditors and McDonald’s manage-
ment teams, the company said. The
others will be conducted by suppliers’
corporate auditors, it added.

Other steps include the creation
of anonymous hot lines for suppliers
and their employees to report uneth-
ical or noncompliant practices and
the dispatching of quality-control
specialists to all McDonald’s meat-
production facilities in China, accord-
ing to the statement.

McDonald’s also said it created a
new position in China, head of na-
tional food safety, that will report
directly to the chief executive. The
company, based in Oak Brook, Ill., is
appointing Cindy Jiang—currently
its senior director of global food
safety, quality and nutrition—as in-
terim head.

The moves come as McDonald’s

looks to restore operations in China,
where it has more than 2,000
stores, after problems that began in
late July with meat supplier Shang-
hai Husi Food Co., owned by U.S.-
based OSI Group LLC.

Authorities accused the Shanghai
plant of intentionally selling expired
meat to restaurant companies after a
television station ran a report alleg-
ing the practice. They also launched
an investigation into the company

that has yet to be completed, accord-
ing to China’s food-and-drug regula-
tors. On Friday, six employees of the
Shanghai plant were arrested for
“selling substandard products.”

Sheldon Lavin, chief executive
and owner of OSI, apologized to
Chinese consumers in July for the
problems and said he would focus
on overhauling the company’s China
business.

McDonald’s also said in its state-
ment that it is evaluating California-
based Golden State Foods Corp. as
a potential new supplier in China.

The supplier’s China division is tak-
ing over management of OSI’s pro-
duce plant in the southern Chinese
city of Guangzhou, OSI said Monday.

A successful evaluation of the
Guangzhou plant’s new management
would reignite a partnership with
OSI that has been at a standstill
since the July report.

McDonald’s said last week it was
reconsidering its relationship with
OSI, its largest supplier, from which
it suspended orders in China after
the expired-meat allegations.
McDonald’s said it has in the past
six weeks replaced OSI with compa-
nies such as Cargill Inc., Hormel
Foods Corp., Trident Seafoods Corp.
and Fujian Sunner Development Co.

The supplier switch has taken a
toll on business at McDonald’s. The
company faced a nearly three-week
shortage of meat products in many
of its stores in the region, limiting
menu options and crippling sales in
China, Hong Kong and Japan. Let-
tuce still isn’t available for ham-
burgers in China, though
McDonald’s said Tuesday it signed
Creative Food Group as a new pro-
duce supplier.

McDonald’s said in August in a
Securities and Exchange Commission
filing that its global comparable sales
forecast for 2014 “is now at risk” be-
cause of the issue.

BY LAURIE BURKITT

U.S.CompaniesFeel
Unwelcome inChina

BEIJING—Growing numbers of
U.S. businesses say they feel unwel-
come in China amid a crackdown on
monopoly pricing and corruption
that they say unfairly targets for-
eign companies.

A survey by the American Cham-
ber of Commerce released on Tues-
day shows that 60% of companies
feel less welcome in China than be-
fore, a sharp increase from 41% in
the previous poll a year ago. In a new
question for its members, 49% of re-
spondents believe that foreign firms
are being singled out for attack.

The annual survey of AmCham’s
members is the latest evidence that
foreign investors are increasingly
worried about the progressively ag-
gressive tactics by Chinese regula-
tors in industries ranging from
dairy to auto parts to technology.

These fears are combining with
more general worries over China’s
slowing economic growth, rising po-
litical risks, foreign-policy tensions,
mounting labor costs and opaque
rules for foreign investors, the Am-
Cham business-climate survey shows.
All this has contributed to a slow-
down of investment into China from
North America, Europe and Japan.

Some 61% of European compa-
nies that have operated in China for
more than a decade said doing busi-
ness in the country is getting more
difficult, according to a survey this
year by the European Union Cham-
ber of Commerce in China.

Chinese officials have said they
target both domestic and foreign
companies. They also say the rising
number of investigations under the
country’s six-year-old antimonopoly
law have precedent in similar ac-
tions in the U.S. and Europe in pre-
vious decades.

The antitrust probes “are aimed
at protecting consumer rights and
making sure market competition is
open and fair,” Qin Gang, China’s
foreign-ministry spokesman said at

a regular briefing Tuesday. They are
“completely legal, transparent and
fair.”

“As usual, China welcomes for-
eign companies, but at the same
time, foreign companies also need
to abide by Chinese laws,” he said.

Many foreign companies caught
up in probes into industry pricing
say they are instructed not to in-
volve their foreign lawyers, accord-
ing to people with knowledge of
those inquiries. Chinese authorities
have been advising companies not
to challenge investigations or seek
legal or government assistance, the
organization said.

AmCham said it noted “an in-
creasing sense of pessimism among
foreign multinational companies in
China” and warned that China could
“permanently lose its luster as a de-
sirable investment destination.”

It said U.S. companies in China
face a difficult period as China
shifts from a state-led model based
on exports and investment to one
based on services and consumption.
Reforms to achieve this have been
“disappointingly slow,” AmCham
Chairman Gregory Gilligan said in a
written statement.

“Our concern is that if the in-
vestment environment deteriorates
too far, important relationships and
linkages between China and the rest
of the world will be materially dam-
aged,” Mr. Gilligan said.

The AmCham survey shows that
while many U.S. companies are still
profitable in China, fewer are re-
porting substantial profit increases.
And as revenues and profits slow,
they are scaling back expansion
plans.

While seven years ago China was
the No. 1 investment priority for a
majority of AmCham members, that
proportion has declined to 20%,
with respondents increasingly de-
scribing China as only one of many
foreign-direct-investment destina-
tions.

—Lilian Lin
contributed to this article.

BY ANDREW BROWNE
AND LAURIE BURKITT

BUSINESS & FINANCE

Chinese Firms Lure ‘Sea Turtles’
als, compensation experts say. They
are also finding an increasing number
of Chinese companies have global
ambitions and sophistication on par
with Western peers, and often offer
Chinese natives better positions with
greater scope for decision-making.

Generally, sea turtles “are leav-
ing for power’’ after they have
reached career ceilings at Western
multinationals, said Benjamin Zhai,
a managing director at Russell Rey-
nolds Associates Inc., a big U.S.
search firm. One Chinese state-
owned enterprise recruits sea tur-
tles by saying, “Come join us be-
cause we don’t have a glass ceiling,”
according to Alan Pang, head of tal-
ent in greater China for consulting
firm Aon Hewitt.

Working for a Chinese company
in China means that “you’re making
global decisions rather than having
these decisions made for you” by
Western headquarters, said Guo Xin,
a sea turtle who joined Beijing-
based recruiting firm Career Inter-
national as chief executive in July
2011 after leaving U.S. consulting
firm Mercer. “I don’t prize a bigger
title or more money, but job satis-
faction.”

Chinese companies are also gain-
ing an edge as foreign multination-
als such as technology power Micro-
soft Corp. and car maker Audi AG
face investigations in China over
their business practices, recruiters
say.

To be sure, many sea turtles who
have worked at Western companies
for years experience culture shock
when they join a Chinese company.
“The success rate is less than 50%,”
said Kitty Zheng, a Beijing-based re-
cruiter for Spencer Stuart, another
major U.S. search firm.

These days, China’s increasing
problems with pollution are also a

Continued from page 15

deterrent.
Freeman H. Shen, a Shanghai-

based sea turtle who is a top execu-
tive at Zhejiang Geely Holding
Group Co., a Chinese car maker, said
some of his friends have good ca-
reers in China but “want to move
out of China because of the air-qual-
ity thing.”

These executives are moving to
the U.S. with a Chinese company be-
cause they believe their children will
have a better chance of getting into
a good U.S. college if they complete
high school there, said Mr. Shen,
Geely Holding’s group vice president
for corporate development and
mergers and acquisitions. In his own
case, Mr. Shen’s two children are
ages 5 and 11 years old; they attend
an international school in Shanghai
with many American children.

After 16 years at Western multi-
nationals, he intends to stick with
Geely, which became his first Chi-

nese employer in 2009, because
“Geely has opportunities for me,’’
said Mr. Shen, who has brought 10
high-level sea turtles to the com-
pany or its units during the past
four years.

Those who stick it out often cite
powerful personal motivations.

Joan Ren, a partner at Shanghai
private-equity firm Ample Harvest
Finance, said a chance to make a
bigger impact at a local company in-
fluenced her 2012 decision to leave
General Motors Co. in Shanghai,
where she was a top manager of its
Chevrolet division.

Li Sanqi, 60, was part of the first
wave of Chinese to study in the
West. Mr. Li said when he came
back to China in 1985, he couldn’t
find many jobs that adequately used
his engineering background.

He left again and launched a
number of technology startups in
the U.S. over the next two decades,
returning in 2009 with telecommu-
nications giant Huawei Technolo-
gies Co.

“I was impressed,” said Mr. Li,
who is now chief technology officer
in Huawei’s products and solutions
division. “I know it would have been
hard in the 1980s and 1990s for a
Chinese company to become this
big.”

Mr. Chen, of Vanke, said the Chi-
nese property developer is giving
him many opportunities to make use
of his Western job experience. He is
revamping Vanke’s executive hiring
and promotion system to put less
weight on certain aspects of the in-
terview and more on past perfor-
mance and online assessment tools.
Such criteria were used successfully
at his Western employers, according
to Mr. Chen.

—Fanfan Wang, Esther Fung
and Laurie Burkitt

contributed to this article.

Bound for China
The number of Chinese nationals
returning from overseas

The Wall Street Journal

Source: China's Ministry of Education
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In his most-detailed interview since the ac-
quisition, Mr. Sprecher said he wants to pare
the former NYSE Euronext company’s five re-
maining stock and options exchanges down to
about two. He also wants to focus more on
helping companies list their shares on the stock
market—and less on the day-to-day buying and
selling of shares.

Mr. Sprecher believes that trading has be-
come overly complicated, so he also is planning
a number of internal adjustments at the New
York Stock Exchange to make things simpler,
such as reducing the number of order types. He
has emerged as a leading proponent of broad
regulatory changes that would force more trad-
ing away from so-called dark pools and back to
public exchanges like the NYSE.

Kenneth Langone, a Home Depot Inc. co-
founder and former NYSE director, is skeptical
that the Big Board will ever regain its former
dominance because modern financial markets
no longer need costly physical institutions to
handle trades.

“It’s a shadow of itself,” Mr. Langone says.
“You could throw a bowling ball down the trad-
ing floor and not hit anybody.”

ICE says the challenges are a big reason be-
hind the continuing shake-up. The NYSE needs
to be less enamored with its own traditions,
says Mr. Sprecher, who gave strict orders to Mr.
Farley when he replaced Mr. Niederauer as
president of a subsidiary called NYSE Group
Inc. in May.

“I told him I want our culture to be the one
that survives,” Mr. Sprecher says.

Mr. Farley, once a baseball star at George-
town University, quickly eliminated catered
staff lunches at the NYSE and the option for
employees to work from home. He cut back on
employee business travel, especially outside the
U.S., and all travel requests are now scruti-
nized, according to people familiar with the
matter.

In 2007, Mr. Sprecher hired Mr. Farley to
transform the New York Board of Trade, where
futures on commodities such as cotton, coffee,
sugar and cocoa were traded since the 1800s,
into a modern electronic marketplace. ICE
bought the exchange in 2006 for $1 billion.

With the backing of Mr. Sprecher, Mr. Far-
ley shut down the historic trading floor de-
spite resistance from many of the brokers who
worked there. He keeps a memento in his of-
fice at the NYSE: a blue-and-white trading
jacket from the closed NYBOT floor.

Some NYSE employees eye the jacket with
suspicion. Mr. Farley says: “We have a vision
and we are going to proceed with that vision.”

When ICE announced the NYSE Euronext
takeover in late 2012, the primary target was
the London International Financial Futures and
Options Exchange, known as Liffe. That opera-
tion fit easily into ICE’s constellation of global
derivatives and clearing businesses. In 2013,
the company had net revenues of $1.67 billion
and net income of $254 million.

The New York Stock Exchange was a prob-
lematic bonus prize.

Due to tight rules and intense competition,
stock exchanges aren’t as profitable as deriva-
tives exchanges. Some analysts predicted ICE
would try to sell the NYSE to someone more in-
terested in its cachet and legacy.

Instead, Mr. Sprecher decided to try to re-
vamp the stock exchange himself.

Started under a buttonwood tree in lower
Manhattan in 1792, the NYSE thrived for gener-
ations as a nonprofit organization for its mem-
bers. They were paid handsomely and enjoyed
oysters and single-malt whiskey in the Stock
Exchange Luncheon Club, started in 1898. The
Big Board’s trading floor is viewed as an em-
bodiment of American capitalism.

In 2004, former Goldman Sachs Group Inc.
executive John Thain was brought in to mod-
ernize the exchange, already under assault from
the rise in electronic trading and rivals such as
Nasdaq OMX Group Inc. He was taken aback
by the old-fashioned sensibilities of the NYSE.

“You had an institution that had not

changed over many, many years,” he says now.
“Getting that culture to change was probably
the biggest challenge” he faced before leaving
in 2007 to become chief executive at Merrill
Lynch & Co. Mr. Thain now is chairman and
CEO of CIT Group Inc.

The Big Board went public while Mr. Thain
was in charge, generating a big profit for long-
time members but diluting their power. The ca-
sualties included a full-time tailor and the base-
ment barbershop where a man nicknamed
“Jerry the Barber” had worked for 43 years.
The Stock Exchange Luncheon Club closed for
good.

At the same time, the Securities and Ex-
change Commission was pushing to increase
competition among exchanges and encourage
more electronic trading. As a result, stocks now
can be traded on 11 exchanges and more than
50 privately run trading venues and dark pools
in the U.S. The NYSE runs three stock ex-
changes and two options exchanges.

“The biggest issue is to reduce the fragmen-
tation and get more trading back on the ex-
change,”Mr. Thain says. “How do you get more
of the stock to trade on the NYSE again?”

Mr. Sprecher’s plan: dismantle much of the
work done by his predecessors, including Mr.
Thain. While previous NYSE executives sought
to diversify by offering technology and new
market-data products to high-speed traders,
Mr. Sprecher is putting the brakes on those ef-
forts.

Instead, he wants to position the NYSE as a
simpler marketplace for investors and compa-
nies. In particular, he believes that will help the
Big Board attract more listings of initial public
offerings. In June, it won the hotly contested
battle for Chinese Internet giant Alibaba Group
Holding Ltd. The stock sale, planned for later
this month, could raise more than $20 billion.

ICE hasn’t publicly announced a specific
goal for boosting listings. Messrs. Sprecher and
Farley say the presence of floor brokers at the
New York Stock Exchange, one of the last stock
exchanges in the world where humans match
buy and sell orders, is a big advantage when
wooing IPOs.

Analysts say listings can be a steady source
of revenue, but overall business is inextricably
linked with healthy trading volumes. ICE also
risks alienating high-frequency traders who

have been a source of big trading volume.
“The risk of neglecting trading is that a

company won’t want to list on a venue where
there isn’t a lot of volume,” says Richard
Repetto, an analyst at Sandler O’Neill + Part-
ners LP.

As part of their strategy, Messrs. Sprecher
and Farley have also become regulars in Wash-
ington, urging lawmakers to pass new rules
that might force more trading back onto ex-
changes. “The market has become too complex,
too costly and there’s too much operational
risk. That’s why you see us charging up the
Hill,”Mr. Farley says. “It’s not abundantly clear
how many people are behind us.”

Mr. Sprecher lives in Atlanta and visits New
York once or twice a month, staying at hotels in
lower Manhattan. He usually travels with his
wife, Kelly Loeffler, ICE’s head of investor rela-
tions and communications.

The day-to-day work at the NYSE is Mr. Far-
ley’s job. The son of a retired federal judge and
decorated Vietnam veteran, he is the second-
youngest person to run the exchange in its his-
tory. His early-morning workout group includes
Australian actor Hugh Jackman.

Even cosmetic changes are meant to elimi-
nate what Mr. Farley calls a “culture of silos” at
the NYSE. He got rid of most of the coffee areas
that were scattered throughout the building. A
single coffee area under construction will force
employees to “bump into each other,” Mr. Far-
ley says.

Some longtime NYSE employees bristle at
the oft-repeated assertion that they haven’t
been “customer-focused” enough. Recent cuts
to internship programs, including one for mili-
tary veterans, struck current and former em-
ployees as a turn away from the NYSE’s tradi-
tional role in the community.

ICE’s management style is also less collegial.
At a town-hall meeting in December for several
hundred employees, Mr. Sprecher said execu-
tives shouldn’t “come looking to him” to be a
mentor, according to people at the meeting. In
the past, top NYSE officials often sought out
younger executives.

Some executives who were let go since the
takeover had deep relationships across Wall
Street that spanned decades. The exit of Jo-
seph Mecane, a former UBS AG executive who
oversaw NYSE’s markets since 2008, was criti-

cized as an example of cutting too deeply into
the ranks of NYSE executives with deep
knowledge of how financial markets function.

Mr. Sprecher responds that he doesn’t mind
that some people don’t embrace ICE’s strategy.
One advantage ICE has is that the NYSE is a
small contributor to the overall company’s fi-
nancial results, generating just 6% of ICE’s total
revenue. “We have a little more license” to take
risks, he says. “We can try some things that
might cause us to lose market share or alienate
certain kinds of traders in the short run.”

If the overhaul doesn’t start to pay off
quickly, Mr. Sprecher has left himself wiggle
room to sell the New York Stock Exchange,
many outsiders say.

“Jeff is coming at it with a blank piece of
paper,” says Thomas Caldwell, CEO of Toronto’s
Caldwell Financial Inc., the second-biggest
owner of seats on the NYSE before it went pub-
lic and now an ICE shareholder. “But my sense
is if he can’t get an adequate return after a cou-
ple of years, enough time to bask in the lime-
light, he’ll put it up for sale.”

Mr. Sprecher says he has no plans to sell the
NYSE and won’t turn back from the changes be-
ing made. “A lot of people were saying I don’t
like this style,” he says. “I respect that, so if
you want to leave, we make it civil and easy to
go.”

A decade ago, the NYSE handled about 80% of stock trades in the U.S. Its market share is now 20%. Above, a trading post on the exchange’s floor in 1981.

N
YS

E

IN DEPTH

Steep Slide
NYSE average daily trading volume

The Wall Street Journal

Source: WSJ Market Data Group

*Through August

6

0

1

2

3

4

5

billion

1996 2000 ’05 ’10 ’14

2014*
3.19 billion

Many investors wonder how
much ICE can accomplish as the
Big Board’s new owner given
how far the world’s most famous
stock exchange has fallen.
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Investors Return to Greek Real Estate
ATHENS—Since the European

debt crisis erupted in 2009, foreign
investors have mostly ignored Greek
real estate even as they have jumped
back into Spain, Italy and Ireland.

But now buyers are returning to
Greece amid signs that Europe’s
hardest-hit economy is starting to
recover.

Toronto’s Fairfax Financial Hold-
ings Ltd., Colony Capital LLC of Los
Angeles, Invel Real Estate Partners
of the U.K. and Jermyn Street, an
Arab-Turkish real-estate fund, are
among those that have been buying
commercial-property assets from dis-
tressed financial institutions and the
Greek government.

In the past 18 months, investors
have purchased €1.2 billion ($1.58
billion) of properties, primarily from
banks and the Greek agency charged
with privatizing state-owned assets,
the Hellenic Republic Asset Develop-
ment Fund, according to commercial
real-state company Cushman &
Wakefield. That compares with €900
million in deals from 2008 to 2012.

New players such as international
real-estate firm Hines, which con-
trols assets valued at more than $25
billion, also are shopping around.
“Hines believes that Greece is trans-
forming and that the real-estate sec-
tor will require significant foreign in-
vestment,” Michael J.G. Topham,
chief executive of Europe for Hines,
said in an email. “It’s a difficult mar-
ket but we feel that there are oppor-
tunities worth pursuing.”

Recent big deals include Fairfax’s
€210 million purchase of a majority
stake in Eurobank Properties, a unit
of Eurobank Ergasias SA that owns
58 assets in Romania, Serbia and
Greece, including warehouses and
office space. Invel, a relatively new
firm focusing on European real es-
tate, paid €653 million for a two-
thirds stake in Pangaea, the prop-

erty-holding subsidiary of National
Bank of Greece SA, which owns 251
properties across the country,
mostly leased to the bank and the
Greek state.

To be sure, the Greek real-estate
market faces challenges from the
country’s fragile economic recovery
and risk of political instability. For
starters, Greek banks worried about
booking steep losses have been
moving with a snail’s pace to fore-
close on commercial properties,
even by European standards.

Indeed, until now tough laws
protecting homeowners have pro-
hibited Greece’s banks from fore-
closing on an estimated 200,000
households that are behind on their
mortgage payments. While that de

facto ban is scheduled to be lifted
early next year, there is talk of ex-
tending it once again.

Still, after being mired in a six-
year-long recession and an unprece-
dented sovereign-debt crisis that
nearly sent Greece hurtling out of
the eurozone, the Greek economy is
now on the mend. Partly thanks to
booming tourism, unemployment
has peaked, banks are selectively
lending, and the country’s economy
is expected to return to growth in
the second half of the year for the
first time since 2008.

The price of Greek apartments
dipped in the second quarter by an
annual rate of 7.3% year over year,
according to the Bank of Greece, the
country’s central bank. But that was

the smallest drop since the end of
2011.

At the same time, a recent rally
in real-estate markets across most
other parts of Europe has forced
some yield-hungry investors to go
bargain hunting in some countries,
where property prices still remain
deeply depressed.

While property values have re-
covered in most other European
countries, in Greece they are still
30% to 50% below what they were
before the bust for both commercial
and residential real estate, accord-
ing to the Bank of Greece and real-
estate agents.

In the middle class Athens neigh-
borhood of Kallithea, a small studio
apartment can be had for as little as

€10,000, about the cost of a four-
year-old Toyota Corolla.

Foreign investors have focused
primarily on hotels. This year, the
National Bank of Greece sold the
Astir Palace hotel, a luxury beach-
front resort, to Jermyn Street for
€400 million. Also this year, Colony
Capital purchased a €40.4 million
stake in Amanzoe, a resort over-
looking the Aegean Sea owned by
Dolphin Capital Investors Ltd.

The privatization agency is on
track to sell €1.5 billion of assets
this year. Properties on the block in-
clude a 170-acre beachfront prop-
erty in the western Peloponnese
area of Ermioni and 14 sites across
the country allowing for the opera-
tion of boutique hotels.

Some analysts believe Greece
also is poised to see an upswing in
residential sales as foreign inves-
tors—including middle-class north-
ern Europeans, Russians and Chi-
nese—are attracted by the country’s
liberal visa program and Mediterra-
nean climate.

“I think we will have a huge in-
flow of foreign investors buying sec-
ond homes in Greece, the same as we
saw in Florida, where we have seen a
huge inflow of out-of-state and for-
eign investors,” said George Kintis,
founder and director of Alcimos, a
Greek private-equity fund and advi-
sory specializing in real estate.

Despite the interest, though, in-
dustry observers warn that Greece’s
real-estate market faces significant
risks. Among them, a stifling bu-
reaucracy that can hamstring in-
vestments and inadequate urban
planning and property zoning laws.

High real-estate taxes, imposed
in the past few years as part of the
austerity measures demanded by
Greece’s international creditors—the
European Union, International Mon-
etary Fund and European Central
Bank—are also weighing on the
market.

BY STELIOS BOURAS

Abandoned buildings and stores dot the landscape in central Athens, but commercial real estate is beginning to rebound.
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Athens Airport’s Makeover Attempts to Take Off
As Greece attempts to climb out

of its six-year recession, the real-es-
tate market is looking to the poster
boy of the country’s privatization
process: Athens’s long-disused air-
port, Hellinikon.

The proposed €8 billion ($10.55
billion) redevelopment of the site—
just 5 miles south of the capital, at
more than 1,500 acres, nearly twice
the size of New York’s Central Park,
and featuring 2 miles of Mediterra-
nean coastline—is as close as it has
been since the site was abandoned
in 2001, having been replaced by a
new airport.

A thousand hotel rooms, high-rise
residential tower, offices, shopping
center, marina, aquarium and giant
park are all part of the plan. The first
on-site work in the 15-to-20-year
project could start as early as 2016,
according to Odysseas Athanassiou,
chief executive of Lamda Develop-
ment SA, the Greek developer head-
ing an investor group that acquired
the site for €915 million this year
from the government.

So far, that money hasn’t been
transferred, the site remains in dusty
disrepair, and Lamda—the only devel-
oper to submit a bid for the project
this year, after its three competitors
withdrew—potentially has years of
bureaucratic hurdles ahead before
the first shovel of dirt can be moved.

“The risks are enormous,” said

Ana Vukovic, managing director of
Greece and Serbia for U.S.-based
property firm Colliers International.
“But there is a lot of opportunity.”

If successful, in addition to cre-
ating a new seaside destination in
the capital city, the development
could contribute 1.5% to 2% to the
country’s gross domestic product
each year through 2025 and create
50,000 new jobs during that period,
according to Lamda.

Hellinikon was one of the most
highly prized assets the Hellenic Re-
public Asset Development Fund sold
to the private sector. The Greek gov-
ernment is relying on privatizations
to help pay back €240 billion in res-
cue packages from the European
Commission, European Central Bank
and International Monetary Fund,
which it needed to avoid a default
on its debts.

Overall, Greece hopes to raise
€50 billion by selling assets. About
four-fifths of that will come from
real estate. To date, it has raised
less than 10% of the overall goal.

The investors behind the proj-
ect—including the Latsis family
group that controls Lamda, Chinese
investment firm Fosun International
Ltd. and Abu Dhabi-based investors
Al Maabar—have committed €700
million and aim to raise more funds
as the project develops, according to
Mr. Athanassiou.

Other investors from Europe or
the U.S. also could come on board,

but no other groups have confirmed
any commitments, he said.

The Hellinikon development still
must be approved by various courts
and Greece’s Parliament. The next
step will be approval from Greece’s
highest administrative court, from
which “we are expecting a green
light in September,” said Andreas
Taprantzis, executive director of
Greece’s privatization fund.

Until the deal officially closes, no
cash will be transferred to the
privatization fund. The first €300
million payment, out of the €915
million, will be paid after the last
bureaucratic step, when, or if, Par-

liament approves the deal. The rest
will likely be paid in yearly install-
ments for four or five years, Mr.
Taprantzis said.

In addition, the consortium has
committed to €1.25 billion for infra-
structure investment, including the
park, roads and clearing the existing
airport. Funds from investors will
be bolstered with debt financing,
Mr. Athanassiou said.

“This is a key project that the
Greek banks, and maybe some inter-
national banks working in Greece,
taking into consideration today’s
conditions, would definitely sup-
port,” said Konstantinos Vassiliou,

head of group corporate and invest-
ment banking at Greek lender Eu-
robank Ergasias SA. “And consider-
ing other [real-estate] projects in
Greece at the moment, this is one
that in my view will attract signifi-
cant appetite.”

Greek government authorities are
the biggest risk to the development
in the form of delays, said Mr. Atha-
nassiou. “If things were working the
way they did before the crisis, I
would have said we could start work
in 2015” instead of 2016, he said.

Government-related risks were a
big reason Israel’s Elbit Imaging
Ltd., one of the final four bidders,
pulled out of the process, said Oren
Kolton, Elbit’s country director for
India and Greece.

Mr. Kolton said one of his con-
cerns was whether they would find
ancient Greek ruins or heavily con-
taminated soil when they started
digging. “Usually, the government
would give you some kind of indem-
nity; if you find something, we’ll be
in charge to dig or excavate or cover
the costs,” he said. “The Greeks
didn’t understand this. They said, if
you find something, what can we
do? It’s your fault.

“I told [Prime Minister Antonis]
Samaras I could not take risks that
were not business risks,” like a
change in government or finding ru-
ins, he said.

Elbit withdrew just days before
the bidding process finished.

BY ART PATNAUDE

Greece’s Hellinikon airport was abandoned in 2001; a redevelopment is planned.
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Can the Big
Board Be Saved?
The day after Jeffrey Sprecher, the

chairman and chief executive of At-
lanta’s Intercontinental Exchange

Inc., took control of the New York Stock Ex-
change, he sent trusted lieutenant Thomas
Farley to size up the 222-year-old icon of
capitalism.

On a crisp November morning, the 38-
year-old Mr. Farley arrived alone at the cor-
ner of Wall and Broad streets in lower Man-
hattan. After walking beneath the building’s
majestic colonnade and past its storied trad-
ing floor, he found signs of an institution
that was showing its age.

Mr. Farley says he got lost in a “rabbit
warren” of hallways and wood-paneled of-
fices. He saw little interaction among em-
ployees, and some longtimers said they had
never heard of colleagues who worked a few
floors away.

Within minutes, Mr. Farley made a deci-
sion: gut the place.

Since then, Mr. Farley and his boss have
launched a bruising, top-to-bottom renova-
tion of the former NYSE Euronext, acquired
for $8.2 billion. They want to shrink the
company, simplify its operations and re-
shape its culture.

Through layoffs and the sale of several
European exchanges and technology busi-
nesses, the two men have slashed the num-
ber of employees and contractors from
4,000 to about half that amount.

Of the 22 people on NYSE Euronext’s
management team before the takeover, only
three still work at ICE. The departure of for-
mer NYSE Euronext CEO Duncan Niederauer,
announced in May, was sped up by several
months partly because Messrs. Sprecher and
Farley found themselves undoing much of

what Mr. Niederauer built over the previous
seven years, according to people familiar
with the matter. Mr. Niederauer, whose last
day was Friday, declined to comment.

Some outsiders see the moves as a sign
that the days of floor trading at the New
York Stock Exchange, where specialists still
handle a fraction of trades, are numbered
or that ICE will sell the exchange.

Mr. Sprecher says he wants the Big
Board to get better at what it still does
best: helping U.S. companies raise capital
and encouraging people to invest in them.

Getting there includes an $80 million ren-
ovation to transform parts of the clubby
NYSE interior into a modern, open-plan lay-
out with glass-walled conference rooms and
whiteboards. Executive offices and the cor-
porate boardroom will be converted into
space for NYSE-listed companies. ICE also is
remaking a 92-year-old trading area known
as “The Garage” into a new options-trading
floor.

Some of the executives who were pushed
out by the takeover say ICE is moving too
fast. The company is “all about the bottom
line,” says Paul Cassell, former chief informa-
tion officer of the U.S. operations of NYSE
Euronext, who left at the end of last year.
“It’s a different philosophy.”

Many investors wonder how much ICE
can accomplish as the Big Board’s new
owner given how far the world’s largest
and most famous stock exchange has fallen.
A decade ago, the NYSE handled about 80%
of all stock trades in the U.S. Its market
share is now 20%.

“A lot of people have said we are naive,”
says Mr. Sprecher, 59, a former chemical en-
gineer who started ICE in 2000 as an online
marketplace for energy trading. His re-
sponse: Even more changes are coming.

BY BRADLEY HOPE

Intercontinental Exchange CEO Jeffrey Sprecher, left, and new NYSE President Thomas Farley on the floor. Mr. Sprecher plans internal adjustments at the New York Stock Exchange to make things simpler.
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Source: the company; Illustration by Mike Sudal/The Wall Street Journal

Executive offices and
boardroom will be
converted into space
for NYSE-listed
companies

Renovating outdated area known as
‘The Garage’ into new options-trading floor

NYSE’s New Owner Takes Over
Some of the changes being made by
Intercontinental Exchange, which bought the
New York Stock Exchange in Nov. 2013

Spun off several
European exchanges
and technology
businesses

Building a coffee
bar designed to
make employees
interact more
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WORLD NEWS

Jihadist Tale Shows Risk forWest
LONDON—Last year, two British

friends traveled to Syria after culti-
vating a secret online friendship
with two Europeans who were re-
cruiting people to leave their West-
ern lives and join them in jihad.

Preparing to travel, the British
men shopped online for walkie-talk-
ies, binoculars and an instruction
book: “The Koran for Dummies.”

Their saga underscores the hur-
dles that face Western intelligence
agencies as they scramble to curb
the record number of young, West-
ern-born men and women joining
the ranks of Syrian and Iraqi jihad-
ist groups. The agencies hope that
by pinpointing those susceptible to
the message of radical Islam and
bolstering laws to arrest them
quickly they can stave off terror at-
tacks in Europe.

British Prime Minister David
Cameron announced plans Monday
to strengthen powers to counter the
security threat posed by Islamist ex-
tremists, including legislation to en-
able police to seize passports at the
border.

But like other European citizens
going to fight jihad, Yusuf Sarwar
and Nahin Ahmed showed little sign
of religious zealotry and never
caught the attention of security
agencies before they were detained
in Britain this year after spending
eight months in Syria.

This intelligence blind spot
blunts the high-tech surveillance
tools that Western intelligence
agencies have come to rely in recent
years in their war on terror and has
raised the importance of old-fash-
ioned tipoffs for law enforcement.

“More and more, the lads going to
Syria…don’t have a footprint [with
intelligence agencies]. They aren’t
well-known for their extreme reli-
gious views,” said one British official
involved in counterterrorism surveil-
lance. “Frankly, if it wasn’t for their
families, we wouldn’t know [many of
them] had left the country.”

Intelligence agencies believe that
more than 2,000 Europeans, includ-
ing some 500 British citizens, have
traveled to Syria and Iraq since the
Syrian conflict began in 2011. British
police have arrested 69 people on
suspicion of helping or financing ji-
hadist groups in Syria, among them
Messrs. Sarwar and Ahmed.

The two 22-year-old high-school

friends grew up among Birming-
ham’s large south Asian Muslim
community. A neighbor said the two
men, both born in the U.K., weren’t
known for strict religious views.

U.K. law-enforcement officials
say the first time that they learned
of the men was in May 2013, when
Mr. Sarwar’s mother brought to her
local police a farewell letter that her
son had left behind after sneaking
off to Turkey and then Syria.

After their January arrest, they
each pleaded guilty in July to one
count of preparing for acts of ter-
rorism. They remain in jail awaiting
sentencing Friday. Neither could be
reached to comment and their par-
ents didn’t respond to requests to
comment. It couldn’t be determined
if they had lawyers.

Mr. Sarwar, in his farewell letter,
said he was going to Syria to join

Kataib al-Muhajireen, a rebel militia
that at that time had become a mag-
net for foreign-born jihadists. He
believed the group was connected to
the Nusra Front, al Qaeda’s affiliate
in Syria, said the letter, although
Syria watchers say the two were
never formally aligned.

“I can’t tell everyone I’m going Ji-
had, lol, that would mean getting ar-
rested the next day,”Mr. Ahmed said
to Mr. Sarwar in one online chat. “Al-
Qaida are the best.”

The two friends’ radicalization
began in 2012, according to police
and court records, when Syria’s civil
war was becoming more brutal.
They spent time chatting online
with a self-described jihadist with a
Skype account registered in Sweden
and emailing with someone police
said was a Danish jihadist, accord-
ing to a counterterrorism official

and copies of correspondence re-
viewed by The Wall Street Journal.

These European Muslims played
the role of informal recruiters, en-
couraging the Britons to become
more devout and start jihad. Security
agencies say that recruiting jihadists
on social media is increasingly com-
mon, with little activity occurring in
public areas like mosques. Police say
that the men’s plans to travel to
Syria coalesced in 2013.

In one email from March 2012,
Mr. Ahmed, a former car-park atten-
dant, asked the Danish jihadist about
traveling to Yemen, which is the base
for al Qaeda in the Arabian Peninsula
and a place well known for its con-
servative Islamic religious institutes
and Arabic-study programs.

Mr. Sarwar, a computer-science
student at Birmingham City Univer-
sity, used his Amazon online shop-
ping account to acquire items the
men apparently thought were needed
for jihad. Among them were copies
of the books “Arabic for Dummies”
and “The Koran for Dummies.”

Mr. Sarwar told his parents he
would travel to Turkey on a school-
sponsored trip and gave them a fake
brochure describing the outing. In
reality, the two men bought one-way
tickets and flew to Turkey and
crossed into Syria, police say. Coun-
terterrorism officials are investigat-
ing whether a British woman helped
with these logistics.

Four days after the two friends
left, Mr. Ahmed’s parents visited the
Sarwars because they were concerned
about their son. Mr. Sarwar’s mother
searched his bedroom and found a six-
page, handwritten letter.

Inside, Mr. Sarwar said he had al-
ways intended to go to Syria “to do Ji-
had for Allah,” according to a copy of
the letter included in court docu-
ments. He wrote he wanted to “defeat
the enemies of Islam,” “support the
oppressed brothers and sisters of Is-
lam” and “apply the law of Allah.”

His mother took the letter to the
local police late at night on May 20.
Security officials then procured
search warrants and seized the
men’s computer hard drives.

The men’s families remained in
touch with them during their time
in Syria, pressing them to return to
Britain, though it wasn’t clear if
they were cooperating with counter-
terrorism police. When the two flew
into London in January, the police
arrested them at Heathrow airport.

BY MARGARET COKER

U.K. officials say Yusuf Sarwar, above, and Nahin Ahmed, below, went to Syria
last year to wage jihad after being recruited online by two Europeans.
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Parliament
In Baghdad
Shut Down
By Protests

BAGHDAD—Relatives of Iraqi sol-
diers killed in a battle with Islamic
State militants over a military base
stormed parliament on Tuesday and
shut it down, protesting over the
government’s failure to account for
those who died.

The protests stemmed from the
insurgent attack on the Speicher
military base, about 150 kilometers
north of Baghdad, on June 11 that
left hundreds of Iraqi troops dead.
Family members are furious that the
government hasn’t provided an ex-
planation of who died and how they
were killed and that, in some cases,
bodies haven't been retrieved for
burial.

The anger is part of a broader
frustration among many Iraqis over
the government’s handling of the in-
surgency. While politicians quibble
over power-sharing deals in Bagh-
dad, Islamic State fighters are swal-
lowing larger portions of the coun-
try and killing innocent civilians.

This was the second time in two
weeks that Iraqis who lost relatives
in the battle for the base shut down
parliament with protests. Other pro-
tests related to the Camp Speicher
deaths have flared among family
members in Iraq’s southern cities.

While many Iraqi troops fled the
Islamic State’s advance, fighters at
Camp Speicher held their ground be-
fore they were wiped out in what
many family members have called a
massacre. Most vexing for the fami-
lies are reports from some survivors
that the low-ranking soldiers, many
of them students and fresh graduates,
were left to die at the base while se-
nior officers managed to escape.

Outrage among family members
grew after videos spread online
showing what are thought to be Is-
lamic State fighters gunning down
rows of Iraqi soldiers.

One video showed a masked
fighter standing on a dock shooting
soldiers in the head one by one be-
fore throwing their corpses into a
river.

Parliament has scheduled a spe-
cial session on Wednesday to dis-
cuss the killings at Speicher, said
Salim al-Jabouri, the assembly’s
newly elected speaker.

While Mr. Jabouri expressed his
condolences to the family members
of the dead soldiers, he also casti-
gated parliament’s security for al-
lowing the large, highly secured fa-
cility to be overrun by protesters.

“We feel sympathy with those
protesters but they pushed into the
parliament and caused confusion
that canceled the session today,” he
said. “We received some of them and
talked and agreed to have a special
session tomorrow to discus the is-
sues of Speicher incident’s victims.”

The Speicher killings are only
one example of the Islamic State’s
reign of terror in northern Iraq.

In a report released on Tuesday,
Amnesty International accused the
group of “ethnic cleansing on a his-
toric scale” that has killed hundreds
or thousands of people and forced
“more than 830,000 others to flee
the areas it has captured.”

Amnesty alleged the Islamic
State has massacred minority
groups including Assyrian Chris-
tians, Turkmen Shiites and Yazidis.

BY MATT BRADLEY
AND ALI A. NABHAN

Militant Video Shows American Beheaded
wearing an orange jumpsuit as the
militant threatens to kill him next.

A U.S. official said there is no
reason to believe the video isn’t au-
thentic. Some U.S. government offi-
cials believe that Mr. Sotloff was
likely killed immediately after Mr.
Foley in August, and that militants
delayed the release to heighten the
impact, the U.S. official said Tues-
day, after viewing the video.

The official said Mr. Haines, the
British hostage shown in the video,
has also likely been killed.

State Department spokeswoman
Jen Psaki said the U.S. intelligence
community will work “as quickly as
possible to determine the authentic-
ity of the video.” If the video is
found to be authentic, the U.S.
would be “sickened by this brutal
act,” she said, adding: “Our hearts
go out to the Sotloff family.”

The Miami native’s kidnapping
hadn’t been publicized by his family

Continued from first page until he appeared in a video last
month that purported to show the
execution of Mr. Foley.

The Islamic State, also known as
ISIS, has threatened to continue ex-
ecuting its foreign hostages unless
the U.S. ceases airstrikes on the in-
surgents in Iraq.

In a video released last week, Mr.
Sotloff’s mother pleaded with her
son’s captors, going so far as to re-
fer to Islamic State leader Abu Bakr
Al Baghdadi by his self-appointed ti-
tle of “caliph” of the Islamic world.

A spokeswoman for the Sotloff
family said the family is aware of
the video and awaiting authentica-
tion.

Mr. Sotloff was abducted near
the Turkish border in Syria in Au-
gust 2013, according to Sherif Man-
sour, a program coordinator at the
Committee to Protect Journalists in
New York.

Few knew about it until the
video of Mr. Foley’s beheading last

month concluded with a shot of a
militant dressed in black standing
beside a kneeling Mr. Sotloff and
saying, “The life of this American
citizen, Obama, depends on your
next decision.”

Friends and acquaintances de-
scribe Mr. Sotloff as good-natured,
curious and thoughtful.

He traveled throughout the Mid-
dle East, writing articles about
Syria’s civil war and the attack on
the U.S. Consulate in Benghazi,
Libya.

In a Twitter account under his
name, bearing a photo that appears
to be Mr. Sotloff, the writer offered
wide-ranging commentary on con-
flicts in the region, including a link
to a dispatch from Aleppo, Syria, in
February 2013.

Joel Simon, executive director
for the Committee to Protect Jour-
nalists said there are about 20 jour-
nalists missing in Syria.

He said cannot say how many ex-

actly are in the hands of Islamic
State, though CPJ believes a good
number of them are.

Nearly all of the imprisoned
journalists are Syrian, along with a
handful of Westerners.

“It’s so heart-wrenching that
these journalists who risk their lives
to document the suffering of the
Syrian people and inform the world
would be killed in this manner,” Mr.
Simon said.

“It’s staggering when you con-
sider why they were there and what
they hoped to accomplish and how
their lives ended, it leaves you
speechless.

“What ISIS is trying to do is to
destroy this incredibly noble im-
pulse that journalists have to go to
the story and tell the world what’s
happening.”

—Julian E. Barnes,
Felicia Schwartz

and Siobhan Gorman
contributed to this article.

20 | Wednesday, September 3, 2014 THEWALL STREET JOURNAL.

BUSINESS & FINANCE

Japan Firms Begin
To Embrace Debt

TOKYO—Some Japanese compa-
nies are showing signs of using
their capital more efficiently, a fac-
tor that is drawing the attention of
investors despite a weak domestic
economy.

After years of strengthening
their balance sheets, some firms are
reaching the point where they feel
comfortable increasing their debt
again, encouraged partly by the re-
turn of mild inflation to Japan.

Mitsubishi Electric Corp. issued
¥40 billion ($383 million) in corpo-
rate bonds in June and is consider-
ing issuing more. Hiroshi Maeda,
head of corporate finance at Mitsub-
ishi Electric, said the company has
more room to borrow and invest in
growth areas because its ratio of in-
terest-bearing debt to total assets
fell to 10.3% at the end of March,
better than the company’s target.

“Because we have achieved a
sound financial footing, we are
shifting our focus more to growth,”
Mr. Maeda said.

The number of firms issuing
bonds year-to-date through August
rose to the highest since 1998, ac-
cording to I-N Information Systems
Ltd., a Japanese data services firm,
although the yen amount of issu-
ance is trailing last year’s figure at
the same stage.

Share buybacks and dividends
are also on the rise. The amount of
repurchased stock and dividends is
forecast to reach a total ¥11.4 tril-
lion in the fiscal year ending in
March 2015, the highest since 2007,
according to Nomura Securities.

For years after the collapse of
Japan’s asset bubble in the early
1990s, reducing debt was a virtue
for Japanese companies. The global
financial crisis in 2008 and the
March 2011 earthquake and tsunami
reinforced the trend.

At Japanese companies, exclud-
ing financial firms, the equity ra-
tio—equity as a portion of total as-
sets—rose to 40% compared with
20% in the early 1990s, according to
the Ministry of Finance. In other
words, companies were trimming
their debt.

While the ratio remains more
than 40% as companies hold on to
retained earnings, helped by strong
corporate profits over the past year,
there are signs the risk-averse atti-
tude may be starting to change.

The Bank of Japan’s big bond-
buying program is lowering interest
rates, especially in inflation-ad-
justed terms because Japan now has
modest inflation.

“I think you’re going to see the
capital mix shift away from excess
reliance on equity to more reliance
on debt, which is now very cheap in
Japan,” said Howard Smith, Tokyo-
based head of Japan research at In-
dus Capital Partners LLC, a U.S.-
based investment adviser with $6.1
billion in assets under management.

Prime Minister Shinzo Abe’s ad-
ministration has been trying to revi-
talize Japan’s stock market and

boost economic growth by improv-
ing the profitability of local compa-
nies, and, in particular, enhancing
returns on equity closer to the pre-
vailing levels in the U.S. and other
leading markets.

A new Tokyo Stock Exchange in-
dex has also increased the focus on
firms that make better use of inves-
tor capital, and some of Japan’s big-
gest life-insurance firms recently
disclosed for the first time how they
were voting at shareholder meet-
ings, part of a move to prod compa-
nies to produce higher returns.

“I’m more confident that there is
systemic change occurring now than
I’ve ever been during my investment
career,” said James Hunt, who
started investing in Japanese stocks
in 2000 and now manages more
than $600 million in international
equities at Tocqueville Asset Man-
agement LP. Mr. Hunt said he was
putting about 25% of the money in
Japan, compared with a benchmark
weight of 20%.

The move toward higher debt is
taking place only among some com-
panies. Others are still trying to
trim debt. Tire maker Sumitomo
Rubber Industries Ltd. wants to re-
duce its debt-to-equity ratio to 0.5
by 2020 from 0.9 at the end of 2013.

And becoming more finance-savvy
doesn’t assure good performance.
There is still the matter of boosting
profits in core operations, a hurdle
for Japanese companies battling
lower-cost foreign competitors and a
sluggish domestic market.

The Japanese stock market is un-
derperforming many other major
global markets including the U.S.
this year, but it has recently been
rising.

The Nikkei Stock Average gained
1.2% on Tuesday to 15668.60, a
seven-month high, bucking recent
disappointing data about household
spending and industrial production.
Speculation about monetary easing
and further investment in stocks by
the state-run pension fund boosted
prices.

The Nikkei is still down 3.8%
year to date, compared with a 3.15%
gain in the Dow Jones Industrial Av-
erage this year before the start of
trading Tuesday.

Matthew Brett, who co-manages
£4.7 billion ($7.8 billion) in Japanese
equities at Baillie Gifford & Co. in
Edinburgh, said it would be sensible
for Japanese companies to invest
more for growth or return money to
shareholders now that they have de-
veloped strong balance sheets.

One of his team’s holdings, Nip-
pon Telegraph & Telephone Corp.,
wants to expand its earnings per
share by 60% over the four years
through March 2016. The firm re-
turned all net profits to sharehold-
ers through buybacks and dividends
in the fiscal year ended in March.

Because NTT has curbed inter-
est-bearing debt, management has
room to borrow money for acquisi-
tions or share buybacks, said Ya-
sutake Horinouchi, head of investor
relations.

David Mitchinson, a senior port-
folio manager for Japan at the Abu
Dhabi Investment Authority, said
domestic investors, not just foreign-
ers, were pushing more efficient use
of capital.

“I think that is a reflection of
much deeper change—a kind of a
societal, cultural change about what
companies should do and shouldn’t
do.…For this reason, I think it is go-
ing to stay,” he said.

BY KOSAKU NARIOKA

U.S. to Consult China
On Maersk, MSC Deal

LONDON—The U.S. Federal Mari-
time Commission is unlikely to ap-
prove a proposed alliance between
container-shipping giants Maersk
Line and Mediterranean Shipping
Co. before consulting with Chinese
regulators, according to one of the
agency’s commissioners.

FMC Commissioner William
Doyle told The Wall Street Journal
that he wants to consult with his
Chinese counterparts before reach-
ing a decision on the so-called 2M
alliance. Danish giant A.P. Møller-
Maersk A/S’s shipping line Maersk
and MSC plan to form the alliance to
share ships and routes.

Beijing earlier this year sur-
prised the shipping industry when it
scuttled a similar, but larger, pro-
posed tie-up between Maersk, MSC

and France’s CMA CGM SA. That
proposed, three-way tie-up was
called P3.

Maersk and MSC, the world’s two
biggest container-shipping compa-
nies by capacity, filed a request for
approval of the 2M alliance with the
FMC last week. If approved, the 2M
will move about 30% of all cargo be-
tween Asia and Europe and across
the Atlantic and Pacific oceans. The
tie-up is expected to save the two
companies hundreds of millions of
dollars annually in operational costs.

The wider alliance that included
CMA CGM required formal approval
from the FMC and Chinese and Eu-
ropean regulators. Maersk and MSC
executives say they only need to file
their operational plans with the Eu-
ropean and Chinese watchdogs, but
formal clearance is only needed by
the FMC.

“I want to see if China’s regula-
tory authorities have any concerns,”
said Mr. Doyle, one of the FMC’s five
commissioners. “The 2M partners
can say whatever they want, but
what’s important is what China
comes up with. Let’s not forget the
trade to Europe from Asia comes
from Asia and especially China.”

A Maersk spokesman said the
company was prepared to answer
any questions the FMC might have.
MSC has said it won’t comment on
the regulatory process.

Mr. Doyle said he would discuss
the matter with his Chinese counter-
parts at a meeting between the two
watchdogs in Shanghai in November.

The FMC has 45 days to reach a
ruling on 2M, but Mr. Doyle said it
is likely the FMC will require a sec-
ond, 45-day period to reach a deci-
sion.

BY COSTAS PARIS

Maersk’s shipping line and Mediterranean Shipping plan to form an alliance to share container ships and routes.
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German Court Bans Uber Service
“likely illegal.”

While the German ban doesn’t af-
fect Uber’s more expensive Uber-
black service in Germany, which uses
professional drivers, the cheaper
Uberpop ride-sharing service has
been a major focus of the company’s
expansion in Europe, particularly
with cost-conscious consumers in
Germany.

The court said Uber could no lon-
ger offer its Uberpop service be-
cause the company’s network of
drivers lack necessary licenses to
pick up passengers. If the ban is vio-
lated, the company could be fined as
much as €250,000 ($328,213) per
trip, and Zac de Kievit, an Amster-
dam-based Uber director, could face
as many as six months in jail, ac-
cording to a court spokesman. Driv-
ers aren’t liable.

Uber said it would appeal the de-
cision. “We will continue to operate
in Germany and will appeal the re-
cent lawsuit filed by Taxi Deutsch-
land in Frankfurt,” a representative
for Uber said.

Last week, an administrative
court in Hamburg overturned a ban

Continued from first page on several Uber services, but added
that Uber presumably infringes the
law because its drivers lack a pas-
senger transportation license.

Uber has two active services in
Germany: Uberpop and Uberblack.
Black offers limousines with chauf-
feurs while the cheaper Pop is the
peer-to-peer service offered by pri-
vate drivers, similar to Lyft in the U.S.

Uberpop has run into legal road-
blocks in many other European cities,
with Brussels and Barcelona declaring
it illegal. A ban on Uber in Belgium
imposes a €10,000 fine per ride.

The suit against Uber in Germany
was brought by Taxi Deutschland, a
consortium of taxi companies oper-
ating in major cities across Ger-
many. “The Passenger Transport Act
regulates the protection of drivers
and consumers. That can’t easily be
overturned no matter how neoliberal
the company,” Dieter Schlenker,
chairman of Taxi Deutschland, said
in a written statement.

The decision was welcomed by
other groups representing busi-
nesses, including the German Asso-
ciation for Taxi and Car Rentals.

“The decision of the Frankfurt

judge confirms our interpretation of
the law,” the association’s president,
Michael Müller, said.

Germany has strict regulations for
new entrants into the taxi market, re-
quiring drivers to get a specialist li-
cense and adhere to a set fare struc-
ture. Taxi companies and authorities
have accused Uber and its drivers of
infringing these rules, whereas Ger-
many’s Monopoly Commission, an ad-
visory body to the German govern-
ment, has recommended deregulating
the country’s taxi market.

The skirmishes in Germany are
part of a wider backlash against
Uber, often fueled by traditional
taxi drivers who say they are under
more burdensome rules and regula-
tions than Uber drivers. Neverthe-
less, Uber continued with its plans
to expand in the country, calling it
“one of the fastest-growing markets
for Uber in Europe.”

The app provider started operat-
ing in Frankfurt, Düsseldorf and
Hamburg during recent weeks after
launching in Berlin and Munich last
year, with plans to expand to Co-
logne, Stuttgart and possibly other
cities.

The Bank of Japan’s big
bond-buying program is
lowering interest rates,
especially in inflation-
adjusted terms.
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Syria Rebels’ Demands
Set for U.N. Hostages

BEIRUT—An Islamist rebel group
fighting to overthrow the govern-
ment of Syrian President Bashar al-
Assad will release 45 captured
United Nations peacekeepers if it is
dropped from the list of al Qaeda-
linked groups under U.N. sanctions,
a military official said Tuesday.

The peacekeepers, all from the
Pacific island nation of Fiji, were
captured Thursday in the Golan
Heights.

They were deployed there as
part of a 1,200-member U.N. force
monitoring a buffer zone between
Syria and Israel.

The rebels of the Nusra Front
also were demanding monetary
compensation for the deaths of the
insurgents who were killed in recent
fighting along the Syrian-Israeli
border, as well as humanitarian aid
for a rebel-controlled area near the
Syrian capital Damascus that is sur-
rounded by government troops, said
the official, Brig. Gen. Mosese
Tikoitoga, speaking in the Fijian

capital of Suva.
The U.N. has dispatched negotia-

tors to try to secure the release of
the Fijians, Mr. Tikoitoga said, add-
ing that he has been assured by the
rebels that the Fijian captives are in
good health and being held in a lo-
cation, which hasn’t been disclosed,
away from fighting.

“The U.N. will bring all its re-
sources to bear in ensuring the safe
return of our soldiers,” he said.

Nusra Front fighters and other
Syrian rebels seized the border
crossing at the city of Quneitra on
the Syrian side of the Golan Heights
on Aug. 27 and besieged the peace-
keepers’ encampments.

Seventy-five Philippine soldiers
also assigned to the U.N. Disengage-
ment Observer Force (Undof) re-
fused to surrender and later es-
caped.

AbdulIlah Al Noeimi, a top mili-
tary official for the Free Syrian
Army, a more moderate rebel fac-
tion that joined in the attack on the
Quneitra border crossing, denied
any responsibility for taking the

peacekeepers hostage.
However, the cooperation in this

instance between the Nusra Front
and the FSA, which receives West-
ern aid, again highlighted the diffi-
culties in trying to bolster the out-
gunned and outmanned rebel
movement, while keeping weapons
out of the hands of more extremist
rebel factions.

The U.N. listed the Nusra Front
as an al Qaeda-linked terrorist orga-
nization in May. Under the designa-
tion, nations belonging to the U.N.
are required to freeze the Nusra
Front’s assets and enforce a travel
ban on its members, and are barred
from selling it arms.

Israel seized 60 square miles of
the Golan Heights during the 1967
Six-Day War, then annexed it in a
move never recognized by the inter-
national community.

The U.N. peacekeeping force has
been stationed there since 1974 to
monitor a cease-fire between Israel
and Syria. India, Ireland, Nepal and
the Netherlands also are repre-
sented in the force.

BY ASA FITCH

Rebel fighters are seen in Syria near the border fence with the Israeli-occupied Golan Heights on Tuesday.
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Saudis Hold Dozens
On Terror Charges

RIYADH—Authorities in Saudi
Arabia have arrested 88 people on
suspicion of planning to carry out
terrorist attacks both in the king-
dom and abroad, the country’s Min-
istry of Interior said Tuesday, as
worries escalate in the Gulf nation
over the advance of Islamic State
rebels in neighboring Iraq.

The arrests were carried out in
the past several days, and more than
half of those taken into custody
were previously detained on terror-
ism-related charges, Mansour Al
Turki, a ministry spokesman, said in
a televised news conference.

Eighty-four of those arrested are
Saudi nationals and three hail from
neighboring Yemen, Mr. Turki said.
He didn’t disclose the nationality of
the other detainee.

The spokesman said some of sus-
pects had schemed to carry out as-
sassinations inside the kingdom and
had communicated with purported
terrorists abroad. One suspect has
written Friday sermons for extrem-
ist elements abroad, he said, offer-
ing no other details.

In a statement carried by the
state news agency, the government
didn’t cite the Islamic State by
name, saying only the arrests were
related to the “painful reality the re-
gion is going through” and denounc-
ing those with “sick ideas” who
“spread their extremist opinions and

corrupt the youth and drag them to
places of strife.”

Under Saudi law, terrorism sus-
pects can be held up to a year with-
out charges.

The Saudi monarch, King Abdul-
lah, warned Saturday that terrorist
groups would attack the West unless
the international community acted
with collective “power and speed” to
stop them.

The king didn’t specify any orga-
nization but said he was “certain
that after a month they will reach
Europe and, after another month,
America.”

The Islamic State’s declaration in
June of a caliphate encompassing
parts of both Iraq and Syria, follow-
ing its lightning military advance
across northern Iraq, is viewed by
many in Saudi Arabia as an open
challenge to the kingdom’s claim to
leadership of the Muslim world.

The rebellion against the Shiite
Muslim-dominated government of
Iraq also threatens to draw more
Saudi youth to foreign battlefields.

Authorities said last week they
had taken into custody eight men for
recruiting young people to fight
abroad. The arrests took place in the
town of Tameer, northwest of Riy-
adh, after complaints from fathers.

Hours before the Saudi govern-
ment’s announcement of the arrests,
unidentified gunmen carried out an
attack on a gas pipeline in the king-
dom’s oil-rich Eastern Province.

BY AHMED AL OMRAN

Pakistan Parliament Backs Embattled PrimeMinister
ISLAMABAD—At a special parlia-

ment session on Tuesday, most of
Pakistan’s opposition parties sup-
ported the administration of Prime
Minister Nawaz Sharif, whose
ouster is demanded by protesters
laying siege to the capital.

Thousands of protesters, de-
scribed as terrorists by the govern-
ment, are led by politician Imran
Khan and Muslim cleric Tahir ul
Qadri. They arrived in Islamabad on
Aug. 15 and have overrun parts of
the government quarter.

The protest has paralyzed the
government and weakened Mr.
Sharif, creating a political crisis that
may yet end his 16 months in office.
Government officials believe the
protesters are backed by the mili-
tary, which has been at odds with
Mr. Sharif on national-security and

foreign-policy issues. The military
denies any role in the protests.

Mr. Khan, a former cricket star
who is now chairman of the Paki-
stan Tehreek-e-Insaf party, the third
largest in parliament, is demanding
that the prime minister resign. He
alleged that a landslide victory for
Mr. Sharif’s Pakistan Muslim
League-N party in last year’s elec-
tions was caused by massive fraud,
something Mr. Sharif has denied.
Mr. Qadri is calling for a “revolu-
tion” to upend Pakistan’s political
system, which he considers corrupt.

At Tuesday’s parliament session,
the government used harsh words
to describe the protesters.

“They aren’t revolutionaries,
they are occupiers, they are terror-
ists,” Interior Minister Chaudhry
Nisar Ali Khan said. “This is a rebel-
lion against the institutions of the
state. This is a rebellion against the
Pakistani state.”

Mr. Sharif called a joint session
of the two houses of parliament, the
National Assembly and the Senate,
in an attempt to shore up his posi-
tion, getting unanimous support in
the absence of Mr. Khan’s party,
which was protesting outside the
parliament building.

Parties across the political spec-
trum, from the liberal Pakistan Peo-
ples Party—the second-biggest party
in parliament and head of the previ-
ous government—to the Islamist
party Jamiat Ulema-i-Islam-Fazl,
supported the prime minister in
speeches. PPP led the government
that lost power to Mr. Sharif after
last year’s election.

Fazlur Rehman, leader of Jamiat
Ulema-i-Islam-Fazl, told parliament:
“This isn't about Nawaz Sharif. This
is about an elected prime minister
of parliament. If we talk about the
Constitution, if we talk about the
parliament, if we talk about democ-

racy, then it is required that the
prime minister stays, he will not re-
sign, he will not go on leave.”

Over the weekend, the protesters
had attempted to march on the
Prime Minister’s official residence,
leading to clashes with police that
left three dead and more than 500
injured, including more than 100 po-
lice personnel.

“I don’t recognize a parliament
like this,” Mr. Khan said in a speech
to supporters Tuesday. “Just check
the wealth of those sitting there be-
fore they were elected and now.”

Many analysts believe Mr. Sharif
will survive the current crisis but
won’t last the remaining four years
of his tenure, and he will be forced
to call early elections.

More immediately, his influential
brother Shahbaz Sharif could be
made to resign as chief minister of
Punjab, the country’s most populous
province. In June in Punjab, police

opened fire on Mr. Qadri’s head-
quarters, killing at least 10 of his
followers, an action that first ig-
nited the political turmoil.

The military this week denied
that it was supporting the protest-
ers, saying that the “army is an apo-
litical institution and has expressed
its unequivocal support for democ-
racy at numerous occasions.” Others
are skeptical of the army’s claims of
impartiality.

“The carefully constructed ve-
neer of neutrality that the army
leadership had constructed through
much of the national political crisis
instigated by Imran Khan and Tahir
ul Qadri has been torn apart,” said
an editorial Tuesday in Dawn, a Pak-
istani daily newspaper. “The army is
hardly being ‘neutral’. It is making a
choice. And, it is disappointing that
choice is doing little to strengthen
the constitutional, democratic and
legitimate scheme of things.”

BY SAEED SHAH
AND QASIM NAUMAN

Benghazi Clashes Said to Kill 31

CAIRO—Fierce clashes in Libya’s
eastern city of Benghazi between Is-
lamist militiamen and rival forces
loyal to a renegade general have
killed 31 fighters on both sides, a se-
curity official said Tuesday.

The fighting erupted late on
Monday, with forces and fighter jets
belonging to Gen. Khalifa Hifter
pounding positions of Islamist mili-
tias called The Benghazi Revolution-
ary Shura Council, the official said.

The hourslong clashes concen-
trated around the city’s Benina air-
port and the militiamen responded
with artillery, added the official.

Gen. Hifter’s side lost 20 fighters

while the militiamen had 11 killed,
and 36 fighters in all were wounded,
the official said. Several of the
wounded were reported to be in
critical condition.

Libya is witnessing its worst
spasm of violence since former dic-
tator Moammar Gadhafi was toppled
and killed in 2011.

The country’s divisions are
deeply rooted in rivalries between
Islamists and non-Islamists, as well
as tribal and regional allegiances be-
tween groups who quickly filled the
vacuum after Gadhafi’s ouster.

Fighting in recent months has
mostly engulfed the capital, Tripoli,
and Benghazi, the country’s second-
largest city.

BY ASSOCIATED PRESS
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Andersen Rises From Ashes of Enron
Accounting firm Arthur Ander-

sen collapsed more than a decade
ago in the wake of the Enron Corp.
scandal, but a group of former An-
dersen partners are convinced there’s
still gold in the Andersen name.

A San Francisco-based tax-con-
sulting firm run by former Andersen
partners is buying the rights to the
Andersen name and plans to rename
the firm Andersen Tax. The move
was announced late Monday, after
The Wall Street Journal reported
the name change.

The former Andersen partners
are betting the 12 years since the
accounting firm’s demise have
helped wash away any taint associ-
ated with Enron, and that the cen-
tury-old Andersen name will have
connotations more positive than
negative to potential clients.

Former Andersen employees
“have been going around with a
scarlet letter ‘A,’ ” says Mark Vor-
satz, the former Andersen partner
leading the charge. “We’re going to
make that A stand for Andersen.”

Andersen, Enron’s auditor, de-
stroyed documents after the govern-
ment began investigating the energy
company’s accounting. That led to
the 2002 obstruction-of-justice in-
dictment and conviction that
doomed the firm. The U.S. Supreme
Court overturned the conviction in
2005, but by that time Andersen
had long since surrendered its li-
censes to practice and wound down
its operations.

Mr. Vorsatz’s tax firm is chang-
ing its name from the less memora-
ble moniker WTAS LLC, short for
Wealth & Tax Advisory Services.
Twenty-three Andersen partners, in-
cluding Mr. Vorsatz, formed WTAS
in the wake of Andersen’s collapse.
The firm is now the 16th-largest tax-
advisory practice in the U.S., accord-
ing to 2014 rankings from Account-
ing Today magazine. It is one of the

biggest tax-only firms, although it is
far outstripped by the tax practices
of the Big Four accounting firms—
PricewaterhouseCoopers LLP, Del-
oitte LLP, KPMG LLP and Ernst &
Young LLP.

Mr. Vorsatz, WTAS’s chief execu-
tive, argues that a tax-only Ander-
sen firm—with none of the auditing
of corporate books that helped get
the original Andersen into trouble—
could pose a competitive challenge
to the Big Four in the tax-advice
business. He projects WTAS’s global
revenue will be more than $200 mil-
lion this year, up from $149 million
last year, in part due to expansion
internationally, and reach $275 mil-
lion to $300 million in 2015.

WTAS is acquiring the rights to
the Andersen name from Arthur An-
dersen LLP, the surviving entity that

holds the remnants of the former
Andersen business. Terms of the
deal weren’t disclosed.

“The partners have totally em-
braced the concept,” says Mr. Vor-
satz, 59 years old, who worked at
Andersen for 23 years. “People are
genuinely excited about it.”

Still, the move is a gamble. While
Andersen had “a lot of very talented
people,” whether significant business
value remains in the Andersen name
is “a bigger stretch,” says Joseph
Carcello, a University of Tennessee
accounting professor, speaking gen-
erally and not about the WTAS deal
in particular. Critics of Andersen at
the time of the Enron scandal noted
that the firm had had other problem
audits in addition to Enron, at com-
panies such as Sunbeam Corp. and
Waste Management Inc.

“I’m not going to defend the in-
defensible,” Mr. Vorsatz says of the
Enron affair. But the actions that
brought down Andersen, he said,
were the responsibility of “a handful
of people. That was not representa-
tive of the rest of the firm.”

Stefan Widmer, a partner at
PrimeTax, a WTAS affiliate in Zu-
rich, said the change will be “a great
thing” for the firm. Europeans view
Enron as “a U.S.-particular inci-
dent,” said Mr. Widmer, who is also
a former Andersen partner. “People
were startled in Europe that a com-
pany of that size could go down for
the actions of a few individuals.”

Mr. Vorsatz points out that other
big accounting firms have had major
blowups since Enron, and he says
the new Andersen “will not have
any U.S. audit practice at all, ever.”

Scandal or no, Mr. Vorsatz says
he remains proud of the Andersen
name and the values of quality,
stewardship and client service he
says it stood for.

Andersen’s alumni “maintain a
strong identification with the name
and a great deal of pride for what it
was,” says Duane Kullberg, Ander-
sen’s chief executive in the 1980s,
who says he strongly supports Mr.
Vorsatz’s move.

Jeff Dinsmore, a former Ander-
sen colleague of Mr. Vorsatz and
now a client of WTAS, says he got
“pretty emotional” when Mr. Vor-
satz told him about the planned
name change. “If anybody can pull it
off, it’s going to be Mark,” says Mr.
Dinsmore, now at the MacNaughton
Group, a Honolulu real-estate devel-
opment firm.

In a survey conducted for WTAS
of corporate executives who make
tax decisions, large majorities of the
respondents—many of whom were
themselves former Andersen em-
ployees—had favorable opinions of
Andersen, and said they would be
more likely to work with a firm akin
to WTAS if it changed its name to
Andersen. (WTAS says the respon-
dents were randomly selected, and
the number of ex-Andersen employ-
ees indicates how widespread they
are in the finance industry.)

WTAS started with a focus on tax
planning for wealthy clients, but the
company has since branched out to
offer corporate, state and local, and
international tax services. It was the
firm’s recent expansion outside the
U.S. that prompted the name change,
Mr. Vorsatz said; trademark restric-
tions prevent the firm from using the
WTAS name in Europe.

“I suggested to one of my part-
ners, ‘What do you think about us-
ing the name Andersen?’ ” The re-
sponse, says Mr. Vorsatz: “That’s a
pretty bold idea.”

But, he says, “there’s no name
that better captures our values.”

BY MICHAEL RAPOPORT
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LuxTopic-Pacific OT OT LUX 09/02 EUR 21.14 6.1 7.8 5.9

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 09/01 USD 81.68 16.7 -10.3 -21.1
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 09/01 EUR 43.69 20.6 14.4 0.6

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
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 08/27 USD 178.61 31.0 18.5 -1.1

nTHENATIONAL INVESTOR
POBox47435, AbuDhabi, UAEWeb:www.tni.ae
MENASpecial Sits Fund OT OT BMU 07/31 USD 1190.81 6.7 7.8 7.9
MENAUCITS Fund OT OT IRL 08/28 USD 1589.56 22.6 28.9 24.8
UAE Blue Chip Fund OT OT ARE 09/01 AED 12.49 33.9 57.3 59.0

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 07/31 EUR 1146.06 -2.6 4.4 1.3
Winton Evolution GBP Cls G GL OT CYM 07/31 GBP 1161.60 -2.5 4.7 1.7
Winton Evolution USD Cls F GL OT CYM 07/31 USD 1461.46 -2.5 4.6 1.6
Winton Futures EUR Cls C GL OT VGB 07/31 EUR 247.99 -1.5 3.7 1.6
Winton Futures GBP Cls D GL OT VGB 07/31 GBP 270.33 -1.3 4.0 2.0
Winton Futures JPY Cls E GL OT VGB 07/31 JPY 17346.38 -1.5 3.8 2.0
Winton Futures USD Cls B GL OT VGB 07/31 USD 885.47 -1.4 3.9 2.0

nPOLARCAPITALPARTNERSLIMITED
International FundManagers (Ireland) LimitedPH - 353 1 670660Fax - 353 1 670 1185
Global Technology OT EQ IRL 08/29 USD 24.09 5.5 23.1 18.3
Japan Fund USD JP EQ IRL 09/02 USD 21.65 -4.1 5.4 13.7
Polar Healthcare Class I USD OT EQ IRL 08/29 USD 34.21 20.7 44.2 41.8
Polar Healthcare Class R USD OT EQ IRL 08/29 USD 33.42 20.1 43.2 41.1

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 07/31 USD 162.33 0.8 4.5 3.2
Europn Forager USDB EU EQ CYM 07/31 USD 334.39 5.9 14.4 10.7

Mark Vorsatz, a former Arthur Andersen partner, says a tax-only firm could challenge to the Big Four in advisory business.
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WORLD NEWS

Hong Kong ‘Occupy’ Sees Support Drop
HONG KONG—A co-founder of

the activist group at the center of
threats to paralyze Hong Kong’s
business district with anti-Beijing
protests adopted a somber tone on
Tuesday, saying its goal of securing
a representative voting system in
the city was “close to failure.”

Chan Kin-man, one of Occupy
Central’s co-founders, said some of
its support is waning after Beijing’s
decision on Sunday that effectively
allows China to determine who can
govern Hong Kong. The group had
led a pro-democracy campaign de-
manding popular input on candi-
dates in Hong Kong’s next elections.

“Our goal to achieve genuine uni-
versal suffrage in 2017 and a reform
of the system is close to failure,”
said Mr. Chan. He expects only a few
thousand people, less than the num-
ber originally anticipated, to join
planned sit-in protests.

The indication of slowing mo-
mentum less than two days after
Beijing’s decision appears to have
been a reality check for a movement
that has tried to rally a city fa-
mously focused on stability and the
bottom line for its businesses.

“Many people in Hong Kong are
being pragmatic,” he said.

He emphasized that the group
wasn’t giving up or ending its cam-
paign and offered as evidence that
mobile toilets had been purchased.
“We have planned carefully,” he
said. “Why would we retreat?”

But he conceded that goal posts
had shifted. “Now is a moment of
awakening and we realize that ma-
jor change of the system in the com-
ing eight to 10 years isn’t likely.” He
said that for the longer term it was

important to protect Hong Kong’s
special status under the “one coun-
try, two systems” formula. “We need
to sustain our civil society.”

The shift comes after a heady
few months. Marches on two occa-
sions drew hundreds of thousands.
But in mid-August, a pro-Beijing
countermovement filled the streets
with its own march to denounce Oc-
cupy Central’s campaign.

Mr. Chan also signaled concern
that factions in favor of more deci-
sive action to challenge Beijing
would take the movement in a more
radical direction. “We’re a nonvio-
lent movement,” he said. “We don’t
want our followers to turn angry
and confrontational.”

On Monday, police used pepper
spray against some activists, saying

they had tried to break through bar-
ricades outside a venue where a Bei-
jing official was speaking.

“Occupy Central has been trying
hard to distinguish themselves from
the radical activists, which might di-
verge energy from pushing the cam-
paign to a higher ground,” said Nel-
son Lee, who teaches politics at the
Chinese University of Hong Kong.

Mr. Lee said the apparent change
in tone from Occupy Central could
be a matter of the group seeking to
manage expectations.

“Their recent presentations ap-
pear to be more conservative,” he
said. “People might start to question
how they can master a sizable
movement in the long term.”

Joshua Wong, a leader of the
student pro-democracy movement

Scholarism, said students were de-
termined to press ahead with the
civil-disobedience campaign. “The
Sunday ruling shows negotiation is
useless because Beijing simply re-
fuses to listen,” he said.

Occupy Central and other pro-
democracy activists in Hong Kong
held a smaller-scale rally on Sunday,
after China announced that candi-
dates running for Hong Kong’s top
post must get backing from at least
half of a nominating committee
filled with Beijing loyalists. On a
rainy evening, thousands came out
but the numbers were a far cry from
crowds at the earlier marches.

Mr. Chan said the group would
continue to press Hong Kong legis-
lators to veto Beijing’s election plan.

The bloc of Hong Kong’s pro-de-

mocracy lawmakers—27 out of 70
seats—is big enough to defeat the
proposal, though it wasn’t certain
they would all ultimately vote
against it. Beijing has said that if
the election-reform package fails to
pass, the current method to pick the
chief executive will continue.

Since China took over in 1997,
the city’s leader has been selected,
around once every five years, by an
election committee in an arrange-
ment to ensure that the winning
candidate was acceptable to China.

Hong Kong residents are divided
on the issue of street protests and
more than half of respondents in a
May survey by the University of
Hong Kong said they were opposed
to the Occupy Central movement.
Others say the campaign has helped
raise awareness in the city.

Fian Poon, a student at Hong
Kong Baptist University, said many
people in Hong Kong focus only on
the potential disruption from pro-
tests. “But what’s more important is
the campaign has helped implant
the idea of fighting for democracy
among Hong Kong people.”

Beijing has made it clear that it
believes pro-democracy activists are
a minority and that most Hong Kong
residents will ultimately be con-
tented with democratic progress of
some form, however limited.

Later Tuesday, Occupy Central
issued a statement to dispute that it
had lost support. “Although some
pragmatic supporters may leave,
new supporters are joining us,” it
said. The group said that while Bei-
jing has “brutally strangled” its
hopes for fair elections in 2017, “the
significance of our movement will
not end at this point.”

—Fiona Law and Jenny W. Hsu
contributed to this article.

BY CHESTER YUNG
AND ISABELLA STEGER

Benny Tai Yiu-ting, co-founder of Occupy Central with Love and Peace, in an interview in Hong Kong on Tuesday.
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NewZealandtoProbeBuilding’sCollapse
WELLINGTON, New Zealand—

New Zealand’s police said they
would investigate whether criminal
negligence contributed to the col-
lapse of the Christchurch CTV build-
ing during an earthquake more than
three years ago, resulting in the
deaths of 115 people.

The six-story office block col-
lapsed on Feb. 22, 2011, as the 6.0
magnitude quake struck New Zea-
land’s second-largest city, killing
many inside, including 64 foreign
students from China, Japan, South
Korea, the Philippines and Taiwan.

“We now believe there is suffi-
cient evidence to warrant further
criminal investigation into the col-
lapse of the CTV building,” Detective
Superintendent Peter Read said in a
statement Tuesday.

The probe will help police deter-
mine whether anyone is criminally
culpable for the tragedy, he said.

It isn’t clear who might be inves-
tigated. The architects and engineer-
ing company involved in the build-
ing’s construction weren’t available
to comment. The developer and con-
struction company are no longer
registered as businesses. Christ-
church City Council, which issued
the permit, said it wasn’t aware if it
was being investigated and declined
further comment.

The CTV building, erected in the
central business district during the
1980s, was partly leveled during the
earthquake before a fire broke out
that burned for several days.

A total of 185 people died in the
earthquake, which left around

10,000 houses uninhabitable and
caused more than 40 billion New
Zealand dollars (US$33.5 billion) of
damage.

A previous government inquiry
found in 2012 that the building
shouldn’t have been issued a permit
because it failed to meet the build-
ing code of the time, noting inade-
quacies in construction and design.

Mr. Read said the police had

hired engineering consultants Beca
to look at the cause of the CTV
building collapse and whether those
involved in the building’s design or
construction departed from accepted
standards. “While it is still too early
at this stage to put any time frame
around when that decision will be
made, we will continue to keep all
parties informed as we work
through the process,” he said.

BY LUCY CRAYMER

Rescuers work at the CTV building in Christchurch after the 2011 earthquake.
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Manila Says China
Target in Bomb Plot

MANILA—The Philippines gov-
ernment said that a group that al-
legedly attempted to smuggle an im-
provised bomb into Manila’s
international airport also planned to
attack other targets in the capital,
including the Chinese Embassy.

Justice Secretary Leila de Lima
on Tuesday said three men arrested
by the National Bureau of Investiga-
tion in the airport parking lot early
Monday would be charged with ille-
gal possession of a firearm and of an
incendiary device.

She said NBI agents found the
improvised incendiary device in the
suspects’ van, which they believe
was intended to bomb the airport.

Calls to Oliver Lozano, counsel
for the suspects, weren’t returned.

The charges carry a maximum
prison sentence of 12 years.

The three men may also be
charged with conspiracy to commit
terrorism, Ms. de Lima said.

She said the suspects are from a
previously unknown, anti-Chinese
group called Usaffe. They were ar-
rested following a tip by an infor-
mant, who claimed attacks were also
planned on SM Mall of Asia, an of-
fice building and the Chinese Em-
bassy, which is in the financial dis-
trict Makati, she said.

SM Mall of Asia and DMCI Hold-
ings, the developer behind the office

building, are owned by Filipino-Chi-
nese tycoons.

None of three alleged targets
have commented on the arrests. The
NBI is investigating whether anyone
else was involved in the alleged
plans, the justice secretary said.

Ms. de Lima described Usaffe as
a group frustrated by what it thinks
is the Philippine government’s weak
stance on China. The main disputes
between the two countries are over
territories in the South China Sea.

The police and the military have
played down the threat posed by
the group. “This is not a terrorist
attack,” said Gen. Gregorio Pio Cat-
apang, the armed forces chief of
staff.

Col. Reuben Theodore Sindac, na-
tional police spokesman, said the
police have no information about a
terror plot. He said it was up to re-
gional directors to raise their secu-
rity level “as they deem necessary.”

Ms. de Lima identified those ar-
rested as Sonny Diojanon, Emmanuel
San Pedro and Pepito Guerrero. Jus-
tice authorities say Mr. Guerrero
claims to be a general of Usaffe.

BY CRIS LARANO
AND JOSEPHINE CUNETA

Authorities claim 3 men
arrested at airport had
other targets as well.
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Europe Large-Cap Blend Equity
Funds that invest in equities of European (including UK) large-cap companies. These
funds tend to invest across the spectrum of European industries. Ranked on % total
return (dividends reinvested) in Euros for one year endingSeptember 02, 2014

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

NS KDRastko KD SKLADI EURSVN 23.12 33.48 24.80 3.63

NS Waverton Waverton EURIRL 10.66 32.40 42.24 21.02
EuropeanA EUR Investment Funds PLC

NS WSS-Europa T 3 Banken-Generali EURAUT 7.84 28.59 27.38 5.81
Investment GmbH

NS UBS (Lux) ES UBS Fund EURLUX 11.70 25.91 21.84 17.85
EurpOppUncons €U-X Management (Luxembourg) S.A.

NS Aviva Aviva Investors EURFRA 8.39 25.89 20.92 9.55
Investors Valeurs Europe I A/I France

NS THEAMQuant THEAM EURFRA 9.37 25.06 21.02 14.94
Equity Europe Guru A

NS Quoniam Union Investment EURLUX 9.13 24.98 23.00 NS
Selection SICAV - Eurp EqDynmc Luxembourg S.A.

NS Investec GSF Investec Asset USDLUX 9.20 24.93 24.29 15.01
European EqAGrs USD Inc Management Luxembourg

NS Aviva Aviva Investors EURFRA 7.67 24.63 19.70 8.46
Actions Europe France

NS EIS PB Eurizon Capital EURLUX 8.56 24.07 24.70 NS
Equity EUR I S.A.

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

Dollar Accelerates;
Oil Prices Plummet

A two-month rally in the dollar
picked up speed Tuesday on expec-
tations the Federal Reserve could
increase interest rates in the U.S. in
the coming months while central
banks elsewhere keep monetary pol-
icies loose.

The dollar climbed against major
currencies, with the yen edging

closer to its weakest
level of 2014 and the
British pound lurching
lower. The euro dropped

to its lowest point in almost a year
before recovering.

Oil prices, meanwhile, tumbled
more than $3 a barrel Tuesday as
disappointing Chinese and European
economic data and the stronger dol-
lar weighed on demand expecta-
tions. Oil prices have slid in recent
weeks as weak demand from Euro-
pean and Asian refineries forced
sellers to cut prices and global sup-
plies remained ample despite vio-
lence in some regions. Recent data
indicate that tepid demand could
continue in the coming months.

Crude for October delivery lost
$3.08 a barrel, or 3.2%, to $92.88 on
the New York Mercantile Exchange,
its biggest percentage drop since
November 2012.

Stock activity was subdued Tues-
day as investors looked toward the
European Central Bank policy meet-
ing later this week. The Stoxx Eu-
rope 600 Index was nearly un-
changed at 342.75.

The dollar’s advance has come
amid a raft of improving U.S. eco-
nomic data, from growing consumer
confidence to stronger labor-market
conditions. On Tuesday, the Insti-
tute for Supply Management’s gauge
of U.S. manufacturing unexpectedly
accelerated last month to its highest
level since March 2011.

Federal Reserve officials signaled
late last month that growth was ro-
bust enough to end the central
bank’s bond-buying program, imple-
mented after the 2008 financial cri-
sis to stimulate the economy, in Oc-

tober. Many fund managers see that
step as a precursor to raising bench-
mark interest rates.

By contrast, investors say the
ECB, which meets Thursday, may
further cut interest rates or under-
take additional stimulus measures
to prop up a sputtering economy
and drab inflation. On Monday, data
showed manufacturing activity in
the eurozone in August slid to its
lowest point in almost a year.

The euro hit an 11-month low
against the dollar on Tuesday before
regaining some ground. Late in New
York, the euro was at $1.3131, com-
pared with $1.3129 late Monday.
The dollar jumped to ¥105.10 Tues-
day from ¥104.35 Monday, at one
point hitting its highest level
against the Japanese currency since
January.

The British pound tumbled to a
six-month low against the dollar af-
ter data released Monday showed
U.K. manufacturing activity unex-
pectedly slowed sharply in August.
The pound was at $1.6474 in late
New York trading, down from
$1.6608 Monday.

“What we’re seeing now is U.S.
data is really starting to line up
with expectations that the U.S.
economy is going to outperform”
other major economies, said Mark
McCormick, a foreign-exchange
strategist with Crédit Agricole in
New York.

Bets that the dollar will climb
against the euro, yen and pound in-
creased for the sixth consecutive
week—to a net $23.4 billion on fu-
tures contracts—in the week ended
Aug. 26, according to the U.S. Com-
modity Futures Trading Commis-
sion. Bets against the euro increased
by $1.7 billion to a net $21.6 billion,
the highest since June 2012.

U.S. blue chips pulled back. The
Dow Jones Industrial Average fell
30.89 points, or 0.2%, to 17067.56,
while the S&P 500 shed 1.09 points
to 2002.28. The S&P 500 hit an in-
traday record of 2006.15 during the
session. The tech-heavy Nasdaq
Composite Index rose 17.92 points,
or 0.4%, to 4598.19.

BY ANJANI TRIVEDI
AND MATT DAY

MARKET
REPORT

Halliburton to Settle
Halliburton Co. will pay $1.1 bil-

lion to U.S. Gulf Coast residents, lo-
cal governments and businesses af-
fected by the 2010 Deepwater
Horizon oil spill, moving to limit its
liabilities ahead of a court ruling
that could have increased its costs.

The settlement announced Tues-
day by the company and plaintiffs’
lawyers includes claims for punitive
damages brought by the commercial
fishing industry and others affected
by the spilled crude.

The amount is less than the $1.3
billion Halliburton has set aside for
its costs stemming from the largest
offshore oil spill in U.S. history.
Some legal analysts say the settle-
ment will eliminate most of the oil-
field-services company’s liability
from the incident.

The deal comes as Halliburton,
BP PLC and Transocean Ltd. await
a ruling from U.S. District Judge
Carl Barbier in New Orleans on the
degree to which each was negligent
in the explosion and resulting oil
spill. In settling, Halliburton avoids
the risk of higher damages if it is
found to be grossly negligent.

“This lifted the uncertainty and

eliminated the impact of a potential
negative ruling from Judge Barbier,”
said Tom Claps, a litigation analyst
at Susquehanna Financial Group.

Houston-based Halliburton per-
formed the oil-well cementing on
the Deepwater Horizon rig, which
was owned by Transocean and oper-
ated by BP. Regulators and govern-
ment investigative panels have
found that deficient cementing was
a direct cause of the well blowout,
which set the rig ablaze and left 11
workers dead.

Halliburton has defended its ce-
ment work on the Deepwater Hori-
zon rig, saying the mix was prepared
to BP’s specifications and BP and
Transocean failed to test the integ-
rity of the cement. All three firms
deny they were grossly negligent.

“Halliburton stepped up to the
plate and agreed to provide a fair
measure of compensation to people
and businesses harmed in the wake
of the Deepwater Horizon tragedy,”
said Stephen J. Herman and James P.
Roy, lawyers for the plaintiffs.

The settlement needs court ap-
proval.

BP has the most at stake in Judge
Barbier’s forthcoming rulings on
negligence and the amount of oil

spilled. The company could face up
to $18 billion in penalties under the
Clean Water Act, though it has said
it believes the liability is closer to
$3.5 billion.

BP said Tuesday that Hallibur-
ton’s settlement demonstrates that
the Deepwater Horizon disaster was
caused by multiple parties.

“This settlement marks the very
first time—despite three years of of-
ficial investigations and litigation
implicating the company—that Halli-
burton has acknowledged that it
played a role in the accident,” BP
spokesman Geoff Morrell said.

Emily Mir, a Halliburton spokes-
woman, said the company’s settle-
ment doesn’t admit liability and that
it denies all allegations of wrongdo-
ing related to the rig incident.

Anadarko Petroleum Corp.,
which had a 25% stake in the well,
could also be liable for up to $4.6
billion of penalties. A spokesman
didn’t respond to a request for com-
ment. Transocean has set aside $432
million for its Deepwater Horizon li-
abilities. A spokeswoman declined to
comment.

A trial over financial penalties
owed to the U.S. government is set
for January.

BY DANIEL GILBERT

Credit Suisse is investigating allegations of inappropriate employee behavior.
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Probe Roils Bank’s Stock Desk
tration of why banks are increas-
ingly jittery about how their bro-
kers, traders and other employees
use chat rooms and other electronic
communication platforms.

Traditionally, such chat venues
were a way to facilitate speedy com-
munication between bank employ-
ees and their clients and trading
partners. Lately, though, their ar-
chived transcripts have provided
reams of evidence for regulators in-
vestigating attempted manipulation
of interest-rate and foreign-ex-
change benchmarks, as well as other
alleged misdeeds.

With bank compliance depart-
ments feeling heat from regulators,
internal chat-room hunts are be-
coming “a lot more common,” said
Andrew Oldland, partner at London
law firm Michelmores LLP.

Across Wall Street and the City
of London, the greater scrutiny is
turning up a variety of unsavory
communications and spawning more
internal investigations, according to
bank executives and their lawyers. It
also is leading some banks, includ-
ing Credit Suisse, to curtail employ-
ees’ use of chat rooms, especially
those that are frequented by em-
ployees of multiple banks.

At Credit Suisse, the examination
of chat-room records revealed that
Ms. Henderson, who has been at the
bank since 2004, on multiple occa-
sions during the past several years
shared Credit Suisse communica-
tions with her husband, Toby Hen-
derson, a London-based equities
trader at Royal Bank of Canada, ac-
cording to the people familiar with
the probe.

Some of the communications de-
scribed Credit Suisse clients’ inter-
est in buying or selling stocks, price
ranges of forthcoming public offer-
ings, or updates on corporate merg-
ers or other deals, the people said.

The bank’s rules prohibit traders
from sending such messages, known
as “client blasts,” to competitors or
anyone else who isn’t a client, even
if the recipient doesn’t trade on the
information or it is already publicly
known, the people said.

Continued from first page

Ms. Henderson has told Credit
Suisse lawyers that it was normal
practice for traders other than her
to send messages indicating interest
in certain stocks to traders at rival
banks, and that the practice didn’t
hurt clients, according to a person
familiar with the probe.

Mr. Henderson hasn’t been ac-
cused of wrongdoing and remains in
his job at RBC, according to people
familiar with that firm and a regula-
tory filing. An RBC spokeswoman
said the bank conducts “regular in-
ternal reviews” of electronic com-
munications and is “not aware of
any misconduct on behalf of RBC.”

Credit Suisse’s chat-room trawls
also unearthed communications in
which Ms. Henderson complained
about what she described as im-
proper and lewd behavior by her
colleagues on the pan-European eq-
uities sales trading desk, according
to the people familiar with the
probe. She subsequently told bank
officials that the traders’ behavior
was condoned and sometimes en-
couraged by managers.

That prompted Credit Suisse su-
pervisors and lawyers to interview
several traders and managers on her
desk about the alleged behavior, in-
cluding instances when male em-
ployees supposedly gathered in the
office to watch sex videos on their

mobile phones, the people said.
Over the summer, while the in-

ternal investigation was being con-
ducted, the head of the trading
desk, Andrew Davis, told colleagues
he was going on leave for an un-
specified period of time because of
the investigation, according to peo-
ple who know him.

In Mr. Davis’s absence, his deputy
was put in charge of the desk, which
has about a dozen London traders
plus other staff. The absence of two
of the desk’s veterans caused Credit
Suisse to shuffle responsibility for
dozens of asset-management clients,
said people familiar with the desk.

Mr. Davis, who has been with
Credit Suisse since the 1990s, is a
prominent fixture in City of London
stock-trading circles. His nickname
is “Spag,” short for “spaghetti,” be-
cause of his slim physique, said peo-
ple who know him.

Mr. Davis didn’t respond to re-
quests for comment. His lawyer,
Toby Stroh of London law firm
Druces LLP, said in an email that Ms.
Henderson’s allegations, as described
by The Wall Street Journal in emails
and text messages to Mr. Davis, are
“highly defamatory, untrue and are
vigorously denied.” Mr. Stroh de-
clined to comment further except to
say that “there is a due process be-
ing undertaken by the bank.”
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Hopeful GOP
Weighs Agenda
For New Senate

WASHINGTON—As odds improve
that the GOP will control both
chambers of Congress next year,
Senate Republicans are starting to
plan an agenda intended to extract
policy concessions from President
Barack Obama without inducing the
capital’s market-rattling brinkman-
ship of recent years.

Republican senators say the
emerging plans aim to show voters
the party can successfully govern—
enacting GOP policy while avoiding
a sharply confrontational tone that
some Republicans fear could endan-
ger the party’s electoral prospects in
2016. Some of the top goals include
approving the Keystone XL pipeline,
passing accelerated rules for over-
seas trade agreements, speeding up
federal reviews of natural-gas ex-
ports and repealing the 2010 health
law’s medical-device tax.

Such an approach has some in
the tea-party wing calling the strat-
egy too cautious, saying the point of
fighting for a GOP majority is to
push for more ambitious priorities.

Republicans control the House
and need to gain six seats for a ma-
jority in the Senate, an outcome
that independent analysts say is in-
creasingly likely due to Mr. Obama’s
low approval ratings and an election
map that forces Democrats to de-
fend seats in some GOP-leaning
states.

Top Republicans from each Sen-
ate committee have been meeting
“for some time” to discuss which
bills stand the best chance of clear-
ing a GOP-controlled Congress, said
Sen. John Barrasso of Wyoming,
chairman of the Senate Republican
Policy Committee. Many of these
measures have drawn some level of
Democratic support, suggesting that
Mr. Obama might have trouble re-
jecting them.

“I want to put things on the
president’s desk that he will have to
think long and hard about and
would be encouraged to sign,” Mr.
Barrasso said.

Republicans aren’t expected to
win the 60 seats needed in the Sen-
ate to overcome Democratic proce-
dural hurdles on most legislation,

leading some in the GOP to aim for
opportunities to pull policy mod-
estly to the right and at least map
out priorities for bigger issues like
overhauling the tax code.

In addition, some Republicans
worry the kind of confrontation that
marked recent budget talks could
create voter backlash ahead of 2016,
when the party hopes to win the
White House and may have to de-
fend over two-thirds of the Senate
seats up for election that year.

“No senator will be more disap-
pointed if we happen to end up in
the majority and we squander it to-
tally by overreaching.” said Sen. Bob
Corker (R., Tenn.).

Mr. Obama, in a Labor Day
speech Monday in Milwaukee, urged
voters not to let Republicans set the
national agenda.

“They oppose almost every-
thing,” Mr. Obama said in comments
aimed at motivating Democratic
voters. “They oppose stuff they used
to be for. They used to be for build-
ing roads and bridges.” When the
crowd booed the GOP, Mr. Obama
said: “It’s easy to boo. I want you to
vote.’’

Regaining a Senate majority
would give Republicans full control
of Congress for the first time since
2007. It also would end what has
been a relative rarity in Congress:
divided control of the House and
Senate. Five of the past 10 Con-
gresses, dating to 1995, have been
under Republican control, with two
under Democratic control and the
bulk of three sessions divided.

The approach described by some
GOP lawmakers and aides risks frus-
trating the most conservative cor-
ners of the party, who pushed the
confrontational tactics that helped
lead to last fall’s partial government
shutdown.

“There’s certainly a risk that if
the mentality is to make the trains
run on time and find some small ar-
eas of agreement that conservatives
will be left on the outside,” said Dan
Holler, spokesman of Heritage Ac-
tion for America, the lobbying arm
of a think tank that has championed
the party’s most conservative law-
makers and legislation.

Rep. Jack Kingston (R., Ga.) said

he would be disappointed if the
party deferred bold action because
it had its eye on 2016. He said the
best course was to commit to a firm
agenda, so that a GOP takeover of
the Senate wouldn’t amount to “one
magnificent gavel switch, and noth-
ing of substance happening.”

One area likely to foster some in-
ternal GOP divisions is how to ap-
proach the Affordable Care Act.
Some Republicans think seeking
narrow changes would be most ef-
fective. In addition to repealing the
medical-device tax, some Republi-
cans aim to change the definition of
a full-time worker under the health
law to ease the law’s requirements
on businesses.

Others say that voting on a
wholesale scrapping of the law is
crucial to establishing a GOP
agenda. “A Republican-controlled
Congress has to reaffirm its position
that Obamacare needs to be re-
pealed,” said Mr. Holler.

Should they take the Senate ma-
jority, one area in which Republi-
cans plan to exercise their new le-
verage without Democratic support
is the federal budget, which requires
only a simple majority, generally 51
votes, to pass the chamber.

“So, in the House and Senate, we
own the budget,” Senate Minority
Leader Mitch McConnell said at a
private June summit of conserva-
tives and donors, outlining his strat-
egy for a GOP-controlled Senate. Re-
publicans will try to pressure Mr.
Obama to agree to policy changes by
attaching GOP-favored measures to
their budget, Mr. McConnell said.

The budget can be a vehicle for
policy on a range of issues if law-
makers use a parliamentary tactic
called “reconciliation” to enable
measures to pass with a simple ma-
jority.

Still, passing a GOP budget
would meet significant political
challenges. With 24 Republican

seats likely to be up for election in
2016, compared with a likely 10
Democratic seats, efforts to clear a
budget through both chambers
could prove difficult if House Re-
publicans coalesce around deep cuts
to federal safety-net programs such
as Medicare and Medicaid to reduce
the budget deficit.

Democrats already are criticizing
GOP budget plans that they say
would cut social programs. “Repub-
licans are clearly planning to con-
tinue pushing their irresponsible
and extreme budget policies, and
families and communities across the
country know exactly what that
looks like,’’ said Sen. Patty Murray
(D., Wash.), who leads the Senate
Budget Committee.

Republicans also need to find a
way to navigate often-treacherous
issues such as the U.S. government
hitting its borrowing limit in mid-
March. Past confrontations over the
debt ceiling have been ugly.
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West Virginia, Montana, South Dakota
Many independent analysts say these seats are very likely
to flip from Democrats to the GOP, giving Republicans a big
jump on the six seats they need to take a Senate majority.
All three are open seats, with no Democratic incumbent
running. President Obama lost all three states in 2012.

Arkansas, N. Carolina, Alaska, Louisiana
These states sided against President Obama in 2012, a
signal of why Democrats face challenges in defending
Senate seats in those states this year. Under Louisiana’s
open primary system, the winner may not be determined
until a Dec. 6 runoff.

Iowa, Michigan, New Hampshire, Colorado
Democrats are in unexpectedly close races in these states,
which backed Mr. Obama in 2012. Democratic incumbents
are up for re-election in Colorado, New Hampshire while
Iowa and Michigan are represented by Democrats who are
retiring.

Georgia, Kentucky
Democrats stand a chance of a picking up seats in these
traditionally conservative states. Democrats would love to
knock off incumbent Senate Minority Leader Mitch
McConnell in Kentucky; they see him as a formidable
obstacle to Mr. Obama’s legislative agenda.

Note: Oklahoma and
South Carolina each
have two seats up for
election this cycle.

WHERE THINGS STAND IN SOME NOTABLE CONTESTS

Solid/likely
Republican

Solid/likely
Democrat

Toss up or
just leaning
toward one
party

Current
Senate
outlook

34 D seats not up for election* 10 11 15 30 R seats not up for election

Solid/likely D Toss up/leaning Solid/likely R

50

A Sprawling Battlefield
Control of the Senate will be determined by races in more than a dozen states, most of which
favored the GOP in the 2012 presidential election.

*Includes two independents who align with the Democrats.
Source: Cook Political Report (race ratings) The Wall Street Journal

Cantor Lands Job at Wall Street Investment Bank
Eric Cantor plans to join bou-

tique investment bank Moelis & Co.
as the recently defeated House ma-
jority leader embarks on a new ca-
reer on Wall Street.

Mr. Cantor, 51 years old, will be a
vice chairman and board member at
the firm, effective this week, he and
Moelis founder Ken Moelis said in a
joint interview on Monday.

Mr. Cantor, a Virginia Republi-
can, lost his seat in Congress when
he was defeated in a June primary.
Rather than continue as majority
leader, he stepped down from the
post last month. At Moelis, Mr. Can-
tor will help the firm, which was
formed in 2007 and has offices

overseas, compete for business and
advise corporate and investor cli-
ents on takeovers and other deals.

Mr. Moelis said he was hiring Mr.
Cantor for his “judgment and expe-
rience” and ability to open doors—
and not just for help navigating reg-
ulatory and political waters in
Washington. Still, expertise in such
matters is likely to be valuable,
given how heavily they can weigh
on the minds of corporate execu-
tives. “I have no need for a political
figurehead,” Mr. Moelis said. “What
I want is a partner.”

Mr. Cantor was defeated in the
primary by a little-known, under-
funded college professor in one of
the most surprising political upsets
in recent memory. Mr. Cantor was
widely viewed as the favorite to suc-

ceed John Boehner as House
Speaker when the Ohio Republican
steps aside.

Mr. Cantor has long been seen as
a liaison of sorts between the GOP
and Wall Street, which also has been
a big campaign contributor.

Since 2012, he has raised nearly
$1.4 million from financial firms and
their employees, according to the
Center for Responsive Politics, the
most of any industry. Big donors to
the former congressman include the
investment bank Goldman Sachs
Group Inc. and the private-equity
firm Blackstone Group LP.

During his congressional tenure,
Mr. Cantor cultivated close ties with
the heads of several large compa-
nies, including in the financial sec-
tor.

Moelis & Co. is coming of age as
more mergers-and-acquisitions busi-
ness is migrating from larger firms
such as UBS AG, where Mr. Moelis
was an executive, and toward
smaller investment banks that pitch
themselves as independent of the
conflicts of interest that can arise at
larger institutions competing in
multiple lines of business.

Mr. Moelis took his firm public in
April, and in a sign of investors’ en-
thusiasm for the boutique model, its
shares have risen nearly 40% since
then, giving it a market value of
about $2 billion.

Messrs. Moelis and Cantor, who
have known each other for more
than three years, began discussing
the possibility of working together
shortly before July Fourth, Mr. Can-

tor said.
Mr. Cantor, who will continue to

live in Virginia, will open a new of-
fice for the firm in Washington, in
addition to having an office at the
company’s headquarters in New
York City.

Moelis will pay Mr. Cantor a base
salary of $400,000 and an initial
cash payment of $400,000, accord-
ing to a Securities and Exchange
Commission filing. The firm is also
granting Mr. Cantor $1 million in
shares that vest over a five-year pe-
riod. In 2015, Mr. Cantor is slated to
receive a minimum $1.2 million
cash-incentive payment and
$400,000 in shares, according to the
filing. Moelis pays each of its execu-
tive officers a $400,000 base salary,
according to a March SEC filing.
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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 600 342.75 -0.11 -0.03% 4.4% 13.1%

Stoxx Europe 50 3052.40 -4.73 -0.15 4.6 12.2

Euro Zone Euro Stoxx 320.21 0.57 0.18% 1.9 13.7

Euro Stoxx 50 3180.29 5.24 0.17 2.3 14.6

Austria ATX 2293.29 -4.13 -0.18 -9.9 -6.5

Belgium Bel-20 3177.88 -2.81 -0.09 8.7 17.3

Czech Republic PX 988.96 8.06 0.82 ... 4.8

Denmark OMXCopenhagen 670.04 0.37 0.06 18.4 31.4

Finland OMXHelsinki 7652.80 37.26 0.49 4.3 20.4

France CAC-40 4378.33 -1.40 -0.03 1.9 9.3

Germany DAX 9507.02 27.99 0.30 -0.5 15.3

Hungary BUX 17969.68 88.46 0.49 -3.2 -1.2

Ireland ISEQ 4827.36 4.84 0.10 6.3 13.6

Italy FTSEMIB 20446.28 100.43 0.49 7.8 20.4

Netherlands AEX 415.00 0.77 0.19 3.3 12.4

Norway All-Shares 684.95 2.43 0.36 13.6 24.9

Poland WIG 52643.48 227.17 0.43 2.7 7.0

Portugal PSI 20 5887.00 -22.10 -0.37 -10.2 -0.3

Russia RTSI 1177.93 0.27 0.02% -18.4 -8.9

PREVIOUS SESSION PERFORMANCE
Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.
Spain IBEX 35 10755.00 8.50 0.08 8.5 27.6

Sweden OMXStockholm 447.89 0.29 0.06 5.7 15.2

Switzerland SMI 8757.32 10.35 0.12 6.8 11.3

Turkey BIST 100 80710.01 -114.7 -0.14% 19.0 17.7

U.K. FTSE 100 6829.17 3.86 0.06 1.2 5.0

ASIA-PACIFIC DJAsia-Pacific TSM 1530.60 -1.84 -0.12 5.7 15.1

Australia SPX/ASX 200 5658.50 28.70 0.51 5.7 8.9

China Shanghai Composite 2266.05 30.54 1.37 7.1 6.7

Hong Kong Hang Seng 24749.02 -3.07 -0.01 6.2 10.5

India S&PBSE Sensex 27019.39 151.84 0.57 27.6 48.2

Japan Nikkei Stock Average 15668.60 192.00 1.24 -3.8 12.1

Singapore Straits Times 3328.30 14.17 0.43 5.1 9.0

South Korea Kospi 2051.58 -16.28 -0.79 2.0 6.1

AMERICAS DJAmericas 505.54 -0.75 -0.15 8.6 22.1

Brazil Bovespa 62077.17 935.90 1.53 20.5 19.8

Mexico IPC 45693.16 255.12 0.56 6.9 13.9

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 1.0782 1.7793 1.1725 0.1537 0.0288 0.1738 0.0103 0.3015 1.4149 0.1900 0.9868 ...

Canada 1.0927 1.8032 1.1882 0.1558 0.0292 0.1761 0.0104 0.3056 1.4339 0.1925 ... 1.0134

Denmark 5.6749 9.3647 6.1709 0.8091 0.1516 0.9148 0.0540 1.5869 7.4469 ... 5.1935 5.2632

Euro 0.7620 1.2575 0.8287 0.1086 0.0204 0.1228 0.0073 0.2131 ... 0.1343 0.6974 0.7068

Israel 3.5760 5.9011 3.8886 0.5098 0.0955 0.5765 0.0340 ... 4.6926 0.6301 3.2726 3.3166

Japan 105.1050 173.4443 114.2918 14.9854 2.8079 16.9431 ... 29.3918 137.9240 18.5210 96.1883 97.4796

Norway 6.2034 10.2369 6.7456 0.8845 0.1657 ... 0.0590 1.7347 8.1404 1.0931 5.6771 5.7533

Russia 37.4320 61.7703 40.7038 5.3369 ... 6.0341 0.3561 10.4676 49.1201 6.5961 34.2564 34.7163

Sweden 7.0138 11.5743 7.6269 ... 0.1874 1.1306 0.0667 1.9614 9.2039 1.2359 6.4188 6.5050

Switzerland 0.9196 1.5176 ... 0.1311 0.0246 0.1482 0.0087 0.2572 1.2068 0.1621 0.8416 0.8529

U.K. 0.6060 ... 0.6590 0.0864 0.0162 0.0977 0.0058 0.1695 0.7952 0.1068 0.5546 0.5620

U.S. ... 1.6502 1.0874 0.1426 0.0267 0.1612 0.0095 0.2796 1.3123 0.1762 0.9152 0.9275

Source: ICAPPlc.

MSCI indexes
Developed and emerging-market regional and country indexes
fromMSCI as of September 02, 2014

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

2.40% 17 MSCIACWI 431.59 -0.01% 5.6% 18.6%

2.40 18 World (DevelopedMarkets) 1,748.31 0.02 5.3 18.7

2.30 18 World ex-EMU 215.63 -0.02 6.5 19.2

2.30 18 World ex-UK 1,767.13 0.04 5.6 19.2

3.00 16 EAFE 1,923.94 0.03 0.4 13.4

2.70 13 EmergingMarkets (EM) 1,090.57 -0.25 8.8 17.3

3.20 17 EUROPE 117.15 0.23 4.5 15.1

3.10 19 EMU 191.91 0.29 -2.9 15.4

3.10 18 Europe ex-UK 124.60 0.14 3.6 15.5

4.20 14 EuropeValue 119.25 0.25 5.1 18.1

2.30 22 EuropeGrowth 110.77 0.20 3.9 12.1

2.40 20 EuropeSmall Cap 270.04 0.17 3.6 18.4

3.70 7 EMEurope 261.63 -0.02 -4.7 -2.1

3.50 15 UK 2,015.25 0.11 1.1 6.3

3.30 16 Nordic Countries 213.81 -0.05 6.0 16.3

4.60 5 Russia 714.84 -0.71 -9.8 -1.5

2.80 20 SouthAfrica 1,285.46 0.42 13.0 25.5

2.90 14 ACASIAPACIFICEX-JAPAN 512.58 -0.23 9.5 17.8

1.90 15 Japan 783.37 0.33 -2.7 14.6

3.20 10 China 66.08 -0.03 4.7 13.8

1.40 19 India 1,008.07 0.78 23.4 38.7

1.00 10 Korea 589.35 -0.14 -0.0 5.6

2.90 18 Taiwan 347.53 1.22 14.8 22.5

1.90 20 USBROADMARKET 2,273.37 0.00 8.0 22.5

1.50 32 USSmall Cap 3,360.90 0.00 4.1 19.7

3.20 18 EMLATINAMERICA 3,658.36 0.14 14.3 20.1

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 3408.77 -0.24% 17.6%

2.77 19.73 GlobalDOW 1876.42 -0.14% 18.9% 2616.54 -0.19 18.6

2.88 15.13 Global Titans 50 249.75 -0.44 16.9 244.91 -0.49 16.7

3.18 20.03 DevEuropeTSM 3383.16 -0.16 14.0

2.31 20.01 DevelopedMarketsTSM 3413.56 -0.29 17.4

2.66 14.98 S&PBMIEmgMarkets 280.31 -0.04 18.6

3.34 19.95 S&PEurope 350 1406.81 -0.08 14.2 1659.01 -0.11 13.9

3.19 25.05 S&PEuro 1368.42 0.20 15.2 1635.40 0.17 14.8

3.82 26.59 EuropeDow 1425.35 0.03 13.3 1986.43 -0.08 13.0

3.08 10.62 BRIC50 451.31 0.43 23.7 564.98 0.39 23.5

1.87 21.36 U.S. TSM 20867.82 -0.33 21.4

3.40 22.68 DJGlobal SelectRESI 3544.50 -0.17 18.4

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 833.04 -0.29% 22.8%

5.12%17.61 Global SelectDiv 263.31 -0.40 17.1

5.29 16.67 Asia/Pacific SelectDiv 322.87 0.09% 11.7% 362.59 -0.02 11.4

U.S. SelectDividend -d 1346.38 -0.71 22.3

3.06 17.87 S&PGlbNatResources 2165.37 -0.68 10.9 2824.70 -0.73 10.7

2.06 19.83 IslamicMarket 2929.96 -0.34 19.1

2.34 17.77 IslamicMarket 100 3222.87 -0.41 20.3

Islamic Turkey -c 4480.43 0.04 11.3

3.28 20.84 Sustainability Europe 114.55 0.05 15.1 165.23 -0.06 14.8

3.41 29.71 S&PGlb Infrastructure 1729.98 -0.23 24.1 2565.76 -0.28 23.9

2.16 16.25 Luxury 1936.63 -0.03 1.5

DJCommodity 664.87 -1.03 -6.9

*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
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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 1, 2014

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

Corn (cents/bu.) CBOT 363.75 -1.00 -0.27% 517.00 358.00
Soybeans (cents/bu.) CBOT 1032.50 8.25 0.81% 1,279.25 1,019.75
Wheat (cents/bu.) CBOT 555.00 -8.50 -1.51 765.00 542.25
Live cattle (cents/lb.) CME 152.450 1.025 0.68 160.750 130.900
Cocoa ($/ton) ICE-US 3,166 -63 -1.95 3,300 2,639
Coffee (cents/lb.) ICE-US 208.05 6.85 3.40 222.60 119.90
Sugar (cents/lb.) ICE-US 15.86 0.37 2.39 18.91 15.30
Cotton (cents/lb.) ICE-US 65.50 -1.07 -1.61 84.74 62.02
Rapeseed (euro/ton) LIFFE 326.50 3.00 0.93 386 301
Cocoa (pounds/ton) LIFFE 1,991 -18 -0.90 2,061 1,651
Robusta coffee ($/ton) LIFFE 2,112 31 1.49 2,218 1,585

Copper ($/lb.) COMEX 3.1575 -0.0030 -0.09 3.3570 2.8845
Gold ($/troy oz.) COMEX 1266.10 -21.30 -1.65 1,390.80 1,207.00
Silver ($/troy oz.) COMEX 19.185 -0.307 -1.58 22.240 18.700
Aluminum ($/ton)* LME 2,095.50 -18.00 -0.85 2,113.50 1,686.50
Tin ($/ton)* LME 21,700.00 -180.00 -0.82 23,770.00 21,410.00
Copper ($/ton)* LME 6,942.00 -29.00 -0.42 7,422.00 6,430.00
Lead ($/ton)* LME 2,230.50 -21.00 -0.93 2,287.00 2,033.00
Zinc ($/ton)* LME 2,359.50 -1.00 -0.04 2,410.00 1,948.00
Nickel ($/ton)* LME 18,820 245 1.32 21,100 13,425

Crude oil ($/bbl.) NYMEX 92.96 -3.00 -3.13 105.55 88.34
Heating oil ($/gal.) NYMEX 2.7953 -0.0648 -2.27 3.0912 2.7935
RBOB gasoline ($/gal.) NYMEX 2.5462 -0.0767 -2.92 2.8999 2.5188
Natural gas ($/mmBtu) NYMEX 3.897 -0.168 -4.13 4.8790 3.7400
Brent crude ($/bbl.) ICE-EU 101.01 -2.28 -2.21 113.81 100.80
Gas oil ($/ton) ICE-EU 851.25 -15.75 -1.82 950.25 851.25

Sources: SIX Financial Information;WSJMarket Data Group

Currencies London close onSept. 2
Per In

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

Argentina peso-a 11.0420 0.0906 8.4146 0.1188

Brazil real 2.9548 0.3384 2.2517 0.4441

Canada dollar 1.4339 0.6974 1.0927 0.9152

Chile peso 772.91 0.001294 589.00 0.001698

Colombia peso 2520.24 0.0003968 1920.55 0.0005207

EcuadorUS dollar-f 1.3123 0.7620 1 1

Mexico peso-a 17.2331 0.0580 13.1325 0.0761

Peru sol 3.7448 0.2670 2.8538 0.3504

Uruguay peso-e 31.226 0.0320 23.796 0.0420

U.S. dollar 1.3123 0.7620 1 1

Venezuela bolivar 8.33 0.120008 6.35 0.157480

ASIA-PACIFIC

Australia dollar 1.4149 0.7068 1.0782 0.9275

1-mo. forward 1.4182 0.7051 1.0807 0.9253

3-mos. forward 1.4239 0.7023 1.0851 0.9216

6-mos. forward 1.4328 0.6980 1.0918 0.9159

China yuan 8.0670 0.1240 6.1475 0.1627

Hong Kong dollar 10.1701 0.0983 7.7501 0.1290

India rupee 79.6404 0.0126 60.6900 0.0165

Indonesia rupiah 15441 0.0000648 11767 0.0000850

Japan yen 137.92 0.007250 105.11 0.009514

1-mo. forward 137.89 0.007252 105.08 0.009517

3-mos. forward 137.83 0.007255 105.04 0.009520

6-mos. forward 137.70 0.007262 104.94 0.009530

Malaysia ringgit-c 4.1793 0.2393 3.1849 0.3140

NewZealand dollar 1.5795 0.6331 1.2037 0.8308

Pakistan rupee 134.158 0.0075 102.235 0.0098

Philippines peso 57.305 0.0175 43.669 0.0229

Singapore dollar 1.6454 0.6077 1.2539 0.7975

South Koreawon 1336.72 0.0007481 1018.65 0.0009817

Taiwan dollar 39.295 0.02545 29.945 0.03340

Thailand baht 42.160 0.02372 32.128 0.03113

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

Euro zone euro 1 1 0.7620 1.3123

1-mo. forward 0.9998 1.0002 0.7619 1.3125

3-mos. forward 0.9994 1.0006 0.7616 1.3131

6-mos. forward 0.9986 1.0014 0.7610 1.3140

Czech Rep. koruna-b 27.727 0.0361 21.130 0.0473

Denmark krone 7.4469 0.1343 5.6749 0.1762

Hungary forint 315.83 0.003166 240.68 0.004155

Norway krone 8.1404 0.1228 6.2034 0.1612

Poland zloty 4.2111 0.2375 3.2091 0.3116

Russia ruble-d 49.120 0.02036 37.432 0.02672

Sweden krona 9.2039 0.1086 7.0139 0.1426

Switzerland franc 1.2068 0.8287 0.9196 1.0874

1-mo. forward 1.2065 0.8289 0.9194 1.0877

3-mos. forward 1.2057 0.8294 0.9188 1.0884

6-mos. forward 1.2042 0.8304 0.9177 1.0897

Turkey lira 2.8528 0.3505 2.1740 0.4600

U.K. pound 0.7952 1.2575 0.6060 1.6502

1-mo. forward 0.7954 1.2572 0.6061 1.6498

3-mos. forward 0.7958 1.2566 0.6064 1.6490

6-mos. forward 0.7966 1.2553 0.6071 1.6473

MIDDLE EAST/AFRICA

Bahrain dinar 0.4948 2.0208 0.3771 2.6519

Egypt pound-a 9.3835 0.1066 7.1507 0.1398

Israel shekel 4.6926 0.2131 3.5760 0.2796

Jordan dinar 0.9297 1.0757 0.7085 1.4115

Kuwait dinar 0.3740 2.6739 0.2850 3.5088

Lebanon pound 1985.50 0.0005037 1513.05 0.0006609

Saudi Arabia riyal 4.9214 0.2032 3.7504 0.2666

South Africa rand 14.1008 0.0709 10.7455 0.0931

United Arab dirham 4.8201 0.2075 3.6732 0.2722

a-floating rate b-financial c-government rate c-commercial
rate d-Russian Central Bank rate.
Source: ICAPPlc.
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camp—are likely to ring alarm bells
in London, where all three main po-
litical parties oppose Scottish inde-
pendence.

The results will be greeted with
jubilation in the pro-independence
“yes” camp, spearheaded by the
Scottish National Party, which holds
power in Scotland’s semiautono-
mous Parliament in Edinburgh.

“A close finish looks likely, and a
‘yes’ victory is now a real possibil-
ity,” said Peter Kellner, YouGov
president, in a blog on his firm’s
website.

A spokesman for Prime Minister
David Cameron told reporters Tues-
day the government remains confi-
dent that its arguments for main-
taining the union are getting
through to voters.

“The only poll that counts is the
referendum itself,” he said.

The pickup in support for the
“yes” campaign follows weeks of in-
tense campaigning by both sides, in-
cluding a bad-tempered televised
debate between Alex Salmond, the
chief minister in Scotland’s govern-
ment and leader of the SNP, and
Alistair Darling, a Scot and former
U.K. finance minister who leads the
pro-U.K. Better Together campaign.
A snap poll published after the de-
bate showed a majority of viewers
thought Mr. Salmond the winner.

It also follows an intervention by
business leaders, more than 100 of
whom signed a letter saying inde-
pendence would be bad for Scot-
land’s economy.

Yet YouGov’s poll showed Scots’
nervousness about the economic
consequences of quitting the U.K.
has diminished, despite warnings
from London that an independent
Scotland would be considerably
worse off than if the nation stayed
in the U.K. YouGov reported that
35% of Scots thought Scotland
would be better off outside the U.K,
up from 32% in August. Mr. Salmond
has long argued Scotland’s oil
wealth would ensure the country
would prosper if Scots choose to se-
cede.

In financial markets, however,
the increasing prospect of Scotland
leaving the U.K. is unsettling inves-
tors.

BlackRock Inc., the world’s larg-
est asset-management firm with
about $4.3 trillion in assets under
management, last week said it is

Continued from first page now using derivatives to bet against
sterling heading into the vote.

The chief investment officer of
Kleinwort Benson, which has £5.7
billion ($9.5 billion) under manage-
ment, meanwhile, has warned that a
winning independence vote could
easily cause the pound to collapse.

In bond markets, the U.K.’s De-
cember gilt slipped a third of a
point lower to 113.06, according to
Tradeweb. Ten-year U.K. govern-
ment bonds were yielding 2.419%.

A former senior official at the
European Commission weighed in
on the debate Tuesday, saying he
expects an independent Scotland
would have to pledge to join the
euro if it wished to stay in the Euro-
pean Union.

Olli Rehn, until earlier this year
the commission’s top official for
monetary and financial affairs, said
in a letter to U.K. Treasury Minister
Danny Alexander that Scotland
would need to open negotiations
with the EU to remain a member if
Scots vote to secede in a referen-
dum on Sept. 18.

“An independent Scotland would
have to negotiate on EU member-
ship and fulfill the judicial, political
and economic criteria as any other
European country seeking to join,”
Mr. Rehn wrote in a letter published
Tuesday by Mr. Alexander’s Liberal
Democrat party.

He said that a “core part” of EU
membership is that new members
are “committed to economic and
monetary union, which implies the
will and expected capacity to meet
the convergence criteria of euro
membership in due course.”

Mr. Rehn said “sterlingization,”
an arrangement whereby Scotland
would keep using the pound without
the agreement of London, would
“simply not be possible” if the na-
tion wished to stay in the EU.

Mr. Alexander said Mr. Rehn’s re-
marks were a blow for pro-indepen-
dence Scottish nationalists led by
Alex Salmond, leader of Scotland’s
semiautonomous government in Ed-
inburgh.

Mr. Salmond has said an inde-
pendent Scotland would stay in the
EU, would keep using sterling and
wouldn’t join the euro. He has ar-
gued that Scotland would use the
currency unilaterally if a formal eu-
rozone-style sterling currency union
between Scotland and the U.K.
couldn’t be agreed with London.

Door-to-Door, Activists
Push Scots to Vote ‘Yes’

GLASGOW, Scotland—On a re-
cent Thursday night, a campaigner
for Scotland’s secession movement
knocked on the door of a house in a
working-class neighborhood on the
outskirts of this city.

“Hi, we’re here from Yes Scot-
land,” Fraser Leith said to the el-
derly woman who came to the door.
“You’ve previously said you were
undecided about the referendum,
and we wanted to….”

“I’m decided,” the woman said.
“No. Nothing good has ever come of
countries separating,” she added,
shutting the door.

Mr. Leith and thousands of oth-
ers across Scotland are going door-
to-door in the evenings, trying to
convince the undecided to vote for
Scottish independence in the final
stretch before the country’s Sept. 18
referendum.

A poll released Tuesday shows a
surge in support for Scottish inde-
pendence, which had long been
trailing. It found 42% of Scots said
they intend to vote for indepen-
dence, up from 35% in a poll six
months ago, while 48% said they’ll
vote against it. The survey taken
Aug. 28-Sept. 1 shows 8% of voters
are still undecided.

Many undecided voters are
weighing their fears about an uncer-
tain economic future for Scotland
against their desire to end rule by
David Cameron’s Conservative Party,
which some see as elitist and out of
touch with generally left-leaning
Scots.

At the core of the unionist cam-
paign led by Alistair Darling, a
member of Parliament in London, is
the argument that Scotland, even
with its oil reserves, may not have a
vibrant enough economy to go it
alone. This has stirred resentment
from Scots, who say the campaign is
patronizing.

The 42-year-old Glasgow cam-
paigner Mr. Leith, whose day job is
managing public-transport data, has
banded together with community
members to organize canvassing
drives, rallies and debates. He has
never previously been involved in

politics, but said he joined the inde-
pendence campaign because he feels
Scots should be able to decide for
themselves how to run their govern-
ment. London politicians are making
policies, such as cutting services for
disabled people and the poor, that
are at odds with what the Scottish
people want, Mr. Leith said.

“That is not democracy as far as
I’m concerned,” he said.

Knocking on doors is a game of
chance: Some people don’t want to
talk and others won’t stop talking,
he said. Mr. Leith said he feels in-
vigorated when he manages to per-
suade someone to vote for indepen-
dence, but disheartened when
others say they won’t consider it.

On Thursday, after meeting a few
residents planning to vote against
independence, he and his fellow
campaigner decided they needed
some moral support and knocked on
the door of a house displaying pro-
independence posters. No one an-
swered.

Mr. Leith and other campaigners
in this northern Glasgow community
raised £1,000 ($1,660) to rent out a
shop for three months and use it as
a place for Yes Scotland to distrib-
ute voter registration forms and an-
swer questions. In response, the
owner of an empty shop next door
plastered it with posters that say
“Vote no.”

Scotland joined England and
Wales in 1707, forming Great Britain.
Momentum for Scotland to break
away from the U.K., which also in-
cludes Northern Ireland, has in-
creased in recent years. Scotland
has a devolved Parliament and has
put in place its own policies in
health and education, such as free
prescriptions and free university tu-
ition. When the Scottish National

Party, headed by Scottish govern-
ment leader Alex Salmond, won its
first majority in parliamentary elec-
tions in 2011, it vowed to hold a ref-
erendum on Scotland’s indepen-
dence within five years. A “yes”
vote would make Scotland an inde-
pendent country in March 2016.

Yes Scotland, which spearheads
the pro-independence campaign, is
an umbrella group for a bewildering
array of outfits working to persuade
Scots to ditch the union. Members
range from environmentalist groups
to a collective for artists and writ-
ers who compose poems and make
films touting independence. Also on
the roster: Cabbies for Yes, Africans
for Yes and Architects for Yes,
among others.

“The strength of the Yes cam-
paign is in its grass roots,” said Ste-
phen Noon, the campaign’s chief
strategist. The Yes camp has also
shown itself adept at using social
media to make itself heard. That has
been necessary, Mr. Noon said, as
many mainstream media support
maintaining the union.

The pro-U.K. Better Together
group, which has the support of all
three main political parties in Lon-
don, has run a campaign focused
largely on town-hall meetings and
bulk mailings.

In Linlithgow, Mr. Salmond’s
hometown, canvassers went door-
to-door on a recent Friday in the
pouring rain. When Martyn Day, a
43-year-old campaigner, knocked on
a door, the woman who answered
told him: “I’m voting “aye,” using
the colloquial term for “yes.”

At another house, a voter said
she was for staying in the union but
that her husband was open to being
persuaded to vote for independence.
Mr. Day handed her an information
pamphlet titled the Wee Blue Book.

“I’ll certainly have a look,” she
said to Mr. Day, a local councillor. “I
want to make sure I’m making an
informed decision.”

Mr. Day and his colleagues have
knocked on hundreds of doors in the
area since 2012, when they began
canvassing. “It has been a long cam-
paign,” fellow campaigner Robert
Cruickshank said. “But it is for our
freedom, you know.”

BY JENNY GROSS
AND JASON DOUGLAS

After campaigners in Glasgow set up a ‘Yes Scotland’ shop, the shopowner next door plastered up ‘Vote no’ signs.
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IndependencePushGathers Steam
A new poll Tuesday showed Scottish support for staying in the
U.K. has narrowed ahead of a historic referendum Sept. 18 on
whether Scotland should seek independence.

First Minister of Scotland Alex
Salmond at the second debate on
Scottish Independence on Aug. 25

Poll conducted of 1063 Scottish Adults (16+) Aug. 28th-Sept. 1.
Source: YouGov The Wall Street Journal

Reuters

Independence Vote
Surges in Scots’ Poll

Many undecided voters
weigh fears of Scotland’s
economic future against a
desire to end the rule of
the Conservative party.
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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 0.60 101.89% 0.01% 0.81 0.56 0.66

Eur. HighVolatility: 20/1 0.69 101.32 0.01 1.11 0.68 0.82

EuropeCrossover: 21/1 2.41 111.34 0.05 3.11 2.19 2.61

Asia ex-Japan IG: 21/1 0.97 100.14 0.01 1.13 0.96 1.03

Japan: 21/1 0.62 101.78 0.01 0.72 0.62 0.66

Note: Data as of September 1

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

In percentage points
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Behind Europe's deals: Bank revenue rankings, Global (ex US)
Behind every IPO, bond offering,merger deal or syndicated loan is one 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

DeutscheBank $1,554 5.5% 27% 37% 19% 17%

JPMorgan 1,548 5.5 30 31 24 15

GoldmanSachs 1,507 5.4 35 27 32 6

MorganStanley 1,328 4.7 40 27 24 9

Credit Suisse 1,161 4.1 32 30 28 10

Citi 1,156 4.1 30 36 23 11

BankofAmericaMerrill Lynch 1,084 3.9 31 28 27 14

Barclays 902 3.2 22 43 19 16

HSBC 901 3.2 20 50 5 24

Source: Dealogic

Tracking
credit
markets &
dealmakers

Dow Jones Industrial Average P/E: 16
LAST: 17067.56 t 30.89, or 0.18%
YEAR TO DATE: s 490.90, or 3.0%
OVER 52WEEKS s 2,233.60, or 15.1%

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

Tesco United Kingdom Food Retailers &Wholesalers 32,957,396 230.90 2.37% -30.9% -37.6%

Glencore PLC United Kingdom GeneralMining 25,064,703 367.55 1.58 17.5 17.8

Vodafone Group United Kingdom Mobile Telecommunications 59,514,213 208.90 1.06 -14.8 -5.3

BHPBilliton United Kingdom GeneralMining 7,525,044 1,920 0.79 2.7 -0.1

Schneider Electric SE France Electrical Components & Equipment 1,270,917 64.21 0.75 1.3 8.0

Lloyds Banking Group PLC United Kingdom Banks 290,712,460 74.82 -1.36% -5.1 2.0

Total France Integrated Oil & Gas 3,891,874 49.87 -1.33 12.0 17.6

BPPLC United Kingdom Integrated Oil & Gas 31,220,408 477.30 -1.12 -2.2 7.1

AstraZeneca United Kingdom Pharmaceuticals 4,576,242 4,541 -0.80 27.0 42.7

Barclays United Kingdom Banks 27,180,745 222.35 -0.78 -18.2 -22.2

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

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

Unilever 1,778,696 2,680 0.75% 8.0% 7.8%
United Kingdom (Food Products)
Deutsche Telekom 7,351,517 11.56 0.74 -6.1 18.7
Germany (Mobile Telecommunications)
INGGroep 11,400,162 10.55 0.72 4.4 24.8
Netherlands (Life Insurance)
Reckitt Benckiser Grp 2,093,274 5,345 0.56 11.5 20.8
United Kingdom (Nondurable Household Products)
BNPParibas 3,326,995 51.67 0.56 -8.8 5.6
France (Banks)
Diageo 5,328,270 1,785 0.56 -10.8 -10.5
United Kingdom (Distillers & Vintners)
Siemens 1,223,633 96.09 0.53 -3.2 18.2
Germany (Diversified Industrials)
SAP 1,519,766 59.80 0.50 -4.0 8.5
Germany (Software)
ABB 4,908,048 21.03 0.48 -10.4 4.5
Switzerland (Industrial Machinery)
Allianz SE 1,127,193 130.75 0.46 0.3 18.5
Germany (Full Line Insurance)
Zurich Insurance Group 263,990 277.00 0.44 7.2 17.8
Switzerland (Full Line Insurance)
Credit Suisse GroupAG 4,581,020 25.95 0.39 -4.8 -5.2
Switzerland (Banks)
BASF 1,421,372 78.21 0.39 0.9 16.3
Germany (Commodity Chemicals)
British American Tobacco 1,530,459 3,566 0.38 10.1 8.9
United Kingdom (Tobacco)
Unilever CVA 2,805,306 31.84 0.36 8.7 10.2
Netherlands (Food Products)
Banco Bilbao Vizcaya Argn 23,330,087 9.26 0.34 4.5 27.9
Spain (Banks)
ENI 9,266,611 18.98 0.32 8.5 9.4
Italy (Integrated Oil & Gas)
Standard Chartered 5,137,312 1,218 0.29 -10.5 -16.8
United Kingdom (Banks)
Nestle 3,394,094 71.55 0.28 9.6 16.5
Switzerland (Food Products)
Deutsche Bank 5,008,330 26.05 0.27 -24.9 -21.8
Germany (Banks)

Latest,
in local STOCK PERFORMANCE

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

Sanofi SA 2,473,718 83.76 0.26% 8.6% 12.6%
France (Pharmaceuticals)
UBS 10,026,632 16.39 0.24 -3.1 -11.8
Switzerland (Banks)
AXA 4,368,802 18.87 0.19 -6.7 11.6
France (Full Line Insurance)
Rio Tinto 3,384,801 3,237 0.17 -5.1 6.6
United Kingdom (GeneralMining)
Moet Hennessy Louis Vuitt 389,262 133.05 0.11 0.3 -2.1
France (Clothing & Accessories)
Financiere Richemont 532,737 88.10 0.06 -0.8 -3.5
Switzerland (Clothing & Accessories)
Anheuser-Busch InBev 1,031,216 84.95 ... 10.0 17.7
Belgium (Brewers)
National Grid 7,288,045 902.50 ... 14.5 20.1
United Kingdom (Multiutilities)
Telefon L.M. Ericsson B 4,877,202 86.40 ... 10.1 9.9
Sweden (Telecommunications Equipment)
Bayer 1,127,724 102.60 -0.05 0.6 21.0
Germany (Specialty Chemicals)
HSBCHldgs 17,726,005 647.10 -0.06 -2.3 -5.8
United Kingdom (Banks)
Daimler 1,941,145 61.82 -0.10 -1.7 17.2
Germany (Automobiles)
Novartis AG 5,351,699 85.80 -0.12 20.5 22.8
Switzerland (Pharmaceuticals)
RocheHolding Part. Cert. 863,748 268.90 -0.15 7.9 13.7
Switzerland (Pharmaceuticals)
L'Air Liquide 483,967 96.93 -0.16 -5.7 -4.0
France (Commodity Chemicals)
Banco Santander S.A. 27,773,320 7.58 -0.25 20.1 44.8
Spain (Banks)
Telefonica S.A. 11,500,948 12.02 -0.33 1.6 15.2
Spain (Fixed Line Telecommunications)
GlaxoSmithKline 6,093,700 1,455 -0.38 -9.7 -13.0
United Kingdom (Pharmaceuticals)
Royal Dutch Shell A 2,196,837 2,441 -0.49 12.9 17.6
United Kingdom (Integrated Oil & Gas)
BGGrp 7,389,906 1,208 -0.74 -6.9 -2.5
United Kingdom (Integrated Oil & Gas)

Sources: SIX Financial Information

DJIA component stocks
Volume, CHANGE

Stock Symbol inmillions Latest Points Percentage

AT&T T 10.1 $34.83 –0.13 –0.39%
AmExpress AXP 2.5 89.69 0.14 0.15
Boeing BA 3.8 125.33 –1.47 –1.16
Caterpillar CAT 3.1 108.94 –0.13 –0.11
Chevron CVX 3.8 127.37 –2.08 –1.61
CiscoSys CSCO 15.3 24.84 –0.14 –0.58
CocaCola KO 8.2 41.62 –0.10 –0.25
Disney DIS 4.4 90.75 0.87 0.97
DuPont DD 2.4 65.87 –0.24 –0.36
ExxonMobil XOM 6.4 98.38 –1.08 –1.09
GenElec GE 20.6 25.85 –0.13 –0.50
GoldmanSachs GS 1.7 179.96 0.85 0.47
HomeDpt HD 18.7 91.15 –1.88 –2.02
Intel INTC 23.6 34.51 –0.41 –1.17
IBM IBM 2.3 191.56 –0.74 –0.38
JPMorgChas JPM 7.0 59.69 0.24 0.40
JohnsJohns JNJ 3.7 103.35 –0.38 –0.37
McDonalds MCD 5.8 92.81 –0.91 –0.98
Merck MRK 4.8 59.76 –0.35 –0.58
Microsoft MSFT 17.4 45.01 –0.42 –0.92
NikeB NKE 3.4 79.23 0.69 0.87
Pfizer PFE 17.5 29.27 –0.12 –0.41
ProctGamb PG 4.5 82.99 –0.12 –0.14
3M MMM 1.3 144.28 0.28 0.19
TravelersCos TRV 2.0 94.55 –0.16 –0.17
UnitedTech UTX 3.3 109.03 1.05 0.97
UtdHlthGp UNH 3.2 86.44 –0.24 –0.28
Verizon VZ 7.0 49.68 –0.14 –0.28
VISAClA V 1.7 214.78 2.26 1.06

WalMart WMT 3.6 75.72 0.22 0.30

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

Eileme2ABpubl 136 –6 –21 –11

UniCredit 90 –3 –13 –33

GroheHldg 63 –2 –5 –10

FundacionBancaria Caixa
dEstalvis i Pensions de
Barcelona

89 –2 –10 ...

BcaMontedei Paschi di
Siena 187 –5 –20 –69

BcoBilbaoVizcaya
Argentaria 67 –1 –7 –23

BcoPop 181 –4 –10 –45

Commerzbank 73 –1 –2 –20

SAFEWAY 140 –2 –10 –8

Royal Bkof Scotland 71 –1 –1 –8

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

ITV 132 11 6 –5

Natl Grid Electricity
Transmission 48 1 1 –1

AkzoNobel 62 1 ... 1

BcodeSabadell 116 2 –16 –37

Volkswagen 43 ... –1 –2

Valeo 66 1 –2 –7

ONOFin II 37 ... –4 –5

BASFPersCare Nutrition 33 ... –1 ...

BASFSchweiz 23 ... ... ...

LandbkBadenWuertbg 55 ... –1 –4

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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Ukraine Faces Dilemma: Talk or Fight On
MARIUPOL, Ukraine—With his

army in retreat amid a forceful Rus-
sian intervention, President Petro
Poroshenko is facing a tough choice
between making concessions to
Kremlin-backed separatists or fight-
ing a bloody defensive war.

The dilemma seemed unthinkable
until last week, when the influx of
Russian soldiers and heavy weapons
turned the tide of a five-month con-
flict that Ukrainian officials said
they were close to winning.

Now the army is retreating
across much of the front in Donetsk
and Luhansk regions after suffering
hundreds of casualties. Opening a
new front, separatists also are
threatening the southern port of
Mariupol.

A peace deal could involve ceding
control over part of Ukraine’s east-
ern industrial heartland to Moscow-
backed separatists. That would ham-
string Kiev’s attempts to integrate
its economy and institutions with
the European Union.

But a war of attrition with Russia
that Ukrainian officials admit they
couldn’t win would risk further loss
of territory and life.

Western attempts to exert pres-
sure on Russian President Vladimir
Putin by incrementally tightening
sanctions have shown little sign of
deterring him from his goal of keep-
ing Ukraine in the Kremlin’s orbit. At
the same time, the West says it will
neither fight for Ukraine nor send
weapons.

“In these dark waters after mili-
tary and diplomatic disasters, our
president has few choices, and they
are all bad,” said Vasyl Filipchuk, a
former senior Ukrainian diplomat.

Russia is intensifying calls for
Ukraine to submit. On Tuesday, For-
eign Minister Sergei Lavrov told re-

porters that the U.S. should “moder-
ate the ‘party of war’ in Kiev.”

Ukrainian officials and analysts
say the Russian intervention showed
the Kremlin has no intention of let-
ting the rebels be defeated, and
wants a peace deal on its terms.

Mr. Putin has raised concerns in
Kiev and the West in recent days
that he may be ready to take more
territory. Last week, for the first
time in months, he used the designa-
tion Novorossiya, or New Russia, a
historical reference to swaths of
Ukraine’s south and east.

He also told European Commis-
sion President José Manuel Barroso
last week that the Russian army

could take Kiev in two weeks if it
wanted to, according to an EU offi-
cial briefed on the discussion. A se-
nior Kremlin foreign-policy aide told
Russian news agencies Tuesday that
the words were taken out of context.

In a sign of Kiev’s concerns, De-
fense Minister Valeriy Heletey said
on Monday that Kiev would step
back from attempts to oust separat-
ists from occupied towns and cities
to focus on defending against a “full-
scale invasion” by Russia.

A decision either to carry on the
fight or to seek a settlement would
be fraught with risks for Mr. Porosh-
enko, who remains popular more
than two months after taking office.

After whipping up patriotic fer-
vor for the military offensive and
pledging a quick victory, talking
with those Kiev calls “terrorists”
would represent a major loss of face
for the president.

Any deal that grants the rebel ar-
eas autonomy would face strong op-
position from nationalist and West-
ern-leaning groups. On Tuesday,
separatist leaders stepped back from
a reported offer to remain part of
Ukraine if Kiev met their terms, say-
ing they wanted independence.

“He could end like Yanukovych,”
said Andrei, a commander in the na-
tionalist Azov volunteer battalion,
referring to former President Viktor

Yanukovych, who was ousted amid a
popular revolt in February.

Alternatively, Ukraine could mo-
bilize more men and even adopt
martial law. But officials admit its
poorly led and demoralized military
would have little chance in an all-out
war against Russia.

Mr. Poroshenko is likely to press
Western leaders at a meeting of the
North Atlantic Treaty Organization
that starts on Thursday to provide
arms to help Ukraine fight back.
Western leaders have so far refused.

Adopting martial law would also
prevent parliamentary elections,
scheduled for late October, from tak-
ing place, dashing Mr. Poroshenko’s
hopes of securing a solid, pro-West-
ern coalition based around his party.

Ukraine is also facing economic
pressures. On Tuesday, the Interna-
tional Monetary Fund said Kiev
could need additional financing
worth $19 billion next year if fight-
ing continues through 2015.

The IMF late last week approved
the latest tranche of the IMF’s $17
billion bailout, part of a $30 billion
international financing package. IMF
Managing Director Christine
Lagarde said Friday that “downside
risks to the program remain very
high,” with success hinging on a
quick resolution of the conflict.

Russia has plenty of levers to
make the situation worse. It has
turned off natural-gas supplies to
Kiev, demanding billions of dollars
that it says Ukraine owes. Ukrainian
officials say they don’t have enough
gas in storage to get through the
winter.

Moscow has also placed trade re-
strictions on Ukrainian goods, and
threatened broader sanctions if Kiev
proceeds with a free-trade agree-
ment with the EU.

—Ian Talley
contributed to this article.

BY JAMES MARSON

A wounded Ukrainian soldier says farewell at a military hospital in Kiev on Tuesday before being transported to Germany.
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Soldier Recounts Tale of a Deadly Russian Ambush
DNIPROPETROVSK, Ukraine—Ar-

tyom Kravchenko was a soldier for
Ukraine. He bought a flak jacket and
a helmet with his own savings, and
joined a volunteer militia to fight a
Russia-backed rebellion in the coun-
try’s east.

Like many other young Ukrainian
men moved by patriotism, he got a
baptism by fire.

After one week of training, Mr.
Kravchenko, 24, was sent with a
lightly armed police unit to the
town of Ilovaisk, near the Russian
border, where instead of fighting
Russia-backed rebels his unit bore
the brunt of an attack from the Rus-
sian army.

Many of his comrades were
killed in an ambush as they tried to
withdraw last week, he said. Mr.
Kravchenko only survived after a
two-day odyssey in which he re-
ceived three bullet wounds, hid
among the corpses of his friends
and drank his own urine to stay
alive, he said.

The travails of Mr. Kravchenko
and other young men present a
moral quandary to the West. Having
encouraged Ukraine to sign an asso-
ciation agreement with Europe that
angered Russia, it is now seeing
young Ukrainian men like him die in
large numbers.

Europe has responded with
moral outrage and sanctions that
have so far proved ineffective
against Russia, which denies that it

is funneling arms or troops across
the border. The West has refused
pleas from Kiev for heavier weap-
onry to repel Russian armor.

Mr. Kravchenko and thousands
like him who are long on enthusi-
asm and short on weapons are being
quickly overrun by better-armed
Russian troops and Russian-armed
militias. Kiev officials say hundreds
have died since the push of Russian
military units into the country last
week.

After being captured by Russian
troops and kept in a pit, Mr.
Kravchenko was handed back over
to the Ukrainians, who flew him in a
helicopter to the eastern city of Dni-
propetrovsk to recover in a military

hospital. Doctors say dozens of sol-
diers have been arriving at the air-
port each day, met by ambulances
lined up on the tarmac to take them
to various hospitals.

Mr. Kravchenko said he joined
the militia in July because he
wanted Ukraine to be part of Eu-
rope. “I was an idealist and I wanted
to help,” he said from a stretcher
taking him to the hospital. “But I
don’t think we can do anything
now.”

His training consisted of calis-
thenics and one day of shooting a
Kalashnikov, he said. He spent a
week on guard duty in a zone to the
rear of fighting and then joined his
unit, the Dnipro Battalion, in

Ilovaisk for his first taste of combat.
The unit, funded by private do-

nations, was no match for the artil-
lery and tank fire of the Russian
military. Last week, Mr. Kravchenko
said, commanders told everyone
that an agreement had been made
with the Russians that if they re-
treated peacefully, they would be al-
lowed safe passage back to Ukrai-
nian-controlled territory.

Mr. Kravchenko said he boarded
a minivan that joined a column of at
least 60 other Ukrainian vehicles,
which left Ilovaisk early in the
morning. With a paucity of funding,
Ukraine’s armed forces often rely on
buses and minivans to ferry many of
their troops. After Mr. Kravchenko’s
convoy had been on the road about
an hour, Russians and Russia-backed
militia opened fire on it, first with
mortars, then with machine guns, he
said.

Mr. Kravchenko said the minivan
broke down after it was riddled with
bullets, and he jumped aboard a mu-
nicipal bus in the column that was
carrying troops. Within minutes it
was raked by machine gun fire that
mowed down the passengers, killing
the man sitting next to him and
wounding Mr. Kravchenko in the
shoulder, he said.

He piled out of the bus with a
handful of survivors and jumped
aboard a pickup truck carrying six
other men, which continued before
it, too, was hit by machine gun fire
and then blew up when it was hit by
a grenade. Most of the others died

in the pickup, he said, or were killed
when they took cover beneath it and
it exploded, he said.

Mr. Kravchenko crawled into a
ditch where he played dead among
the corpses for about 10 hours, and
then crawled during the night to a
nearby forest.

He was captured after he wan-
dered onto a farm and drank from a
water trough for pigs. Russian
troops gave him some first aid and
then held him with other wounded
Ukrainians in a pit, he said. They
were handed over to the Ukrainian
army in a prisoner exchange.

In a war that has been fought
mostly through long-distance artil-
lery exchanges, the wounded arriv-
ing in Dnipropetrovsk are among
the few Ukrainian soldiers who have
seen Russian soldiers in Ukraine
face-to-face.

Russia’s state-controlled media
has demonized the Ukrainian gov-
ernment as riddled with neo-Nazis.
Survivors of the ambush said the
Russian soldiers were mainly para-
troopers who were kind to prison-
ers, but believed reports on Russian
television that Ukraine had set up
concentration camps for ethnic Rus-
sians.

“They were young guys, well-
armed, backed up by lots of equip-
ment,” said Vadim Kuprikov, 31, who
was captured after the armored per-
sonnel carrier he was riding on blew
up. “They said they came here to
defend the Ukrainian people against
fascists.”

BY ALAN CULLISON

Artyom Kravchenko recovers Tuesday from wounds he received fleeing Ilovaisk.
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The Day Your Workout Fails
How to Explain Feeling Off at the Gym? It’s in How You Eat, Drink, Sleep and Think

One of the mysteries of being
physically active is when the same
workout feels great one week and
lousy the next. Why does a routine
4-mile run or hourlong yoga class
suddenly morph into the last leg
of an Ironman triathlon?

Bad workouts happen to every-
one, from professional athletes to
office workers trying to carve out
30 minutes at the gym.

Coaches and academics can
identify many factors to explain
this mystery. In short, much of
what you eat, drink and even think
about can affect how you exercise.

Peter Thompson, a longtime
track and field coach who has
worked with athletic novices and
Olympians, says one factor that
can slow regular exercisers is in-
adequate recovery time.

“Training does not make you
fitter. It’s the recovery and adapta-
tion for training that makes you
fitter,” says Mr. Thompson, a na-
tive Brit who lives in Eugene, Ore.
“So you should train to recover,
not recover to train.”

Mr. Thompson recommends
that people rank their energy level
each day on a scale from 1 to 10. If
they never rank themselves an 8
or 9, they’re working out too hard,
too often or both, he says.

For most of us, excessive chan-
nel-surfing is a bigger problem
than overtraining. But we don’t al-
ways prepare for workouts as pre-
dictably as we set our DVRs.

Failing to eat enough, espe-
cially before a taxing workout, can
leave people feeling heavy-legged,
says Stella Lucia Volpe, chair of
the department of nutrition sci-
ences at Drexel University in Phila-
delphia.

The idea is to provide your
body with fuel that it can use
quickly. The closer you get to exer-
cising, the simpler and more car-
bohydrate-centric the food should
be. Dr. Volpe recommends eating
an apple or a small piece of toast
with peanut butter, for example.

“Even some coffee before is ab-
solutely fine,” she says. For part-
time coffee drinkers she cautions
to start with a small cup, because
it can stimulate the gastrointesti-
nal tract.

Some people can’t eat before
exercising without getting nause-
ated. For them, Dr. Volpe advises
eating a light snack of yogurt or
cereal the night before. If you’re
trying to lose weight, weigh your-

self once a week to make sure
your caloric intake isn’t overtaking
your activity level, Dr. Volpe says.

Alcohol, though it can have
health benefits in moderation, can
be a stealthy workout disrupter.
The American College of Sports
Medicine, an organization of
50,000 exercise-science profes-
sionals, recommends avoiding al-
cohol for 48 hours before an ath-
letic competition.

Teetotaling isn’t necessary if
you’re just cycling your usual loop.
But the quantity or type of alcohol
you drink could help explain why
that loop sometimes feels tougher.

“If you normally drink wine but
then the night before you have
some brandy, your body might re-
act to that,” Dr. Volpe says.
“Maybe you won’t sleep as well.”

Alcohol is one of several things
that can pull water from the body.
Dehydration can make your body
less efficient at cooling itself, mak-
ing exercise feel more labored.

Sleep also can be dehydrating,
particularly if you sleep with your
mouth open, says Chris Winter, a
neurologist in Charlottesville, Va.,
who consults pro athletes on how
to manage their slumber.

That could explain why a morn-

ing workout leaves you feeling es-
pecially parched if you usually
work out later in the day.

The effects of poor sleep also
can linger for as long as 48 hours.
A deficit of as little as one or two
hours can throw people off, Dr.
Winter says.

A bad night’s sleep can have
ripple effects, such as altering
what and when you eat, he says.
Sleepy people tend to crave fatty,
carb-laden snacks, which can dis-
rupt energy levels and lead to
overeating. Even if you’re not hun-
gry, Dr. Winter says, “you may find
yourself walking by Gladys’s desk
and helping yourself to her Her-
shey’s Miniatures seven or eight
times a day.”

Lost sleep and snacking could
prompt you to skip a workout. But
the best thing to do after poor
sleep is return to your regular rou-
tine as soon as possible, the doc-
tor advises.

While everyone is a bit differ-
ent, “I tell people, the best thing
you can do for your sleep is to ex-
ercise the same time every morn-
ing,” Dr. Winter says.

One important thing to remem-
ber as you labor to hoist the ket-
tlebell you were lifting with ease

last weekend is that bad workout
days are normal. Emily Rand, a
semiprofessional middle-distance
runner who works out under Mr.
Thompson’s guidance, says she has
a few workouts every month that
feel worse than expected. In most
cases, she says, she never figures
out why.

“I always say if you’re working
out five days a week, you’re going
to have one good day, one bad day
and three kind of normal days,”
says Stephen Ball, an associate
professor at the University of Mis-
souri department of nutrition and
exercise physiology.

What about those days when
you’re perfectly hydrated and fed,
you’ve had a good few days of
sleep and limited your alcohol in-
take to a few sips? Why are you
still dragging?

Simple monotony can cause a
bad training day, Dr. Ball says. Se-
rious weightlifters in particular
can spend several hours each week
in the same confined area and of-
ten do the same routine, he says.
That’s a recipe for boredom and
lackluster performance.

Often there are multiple exer-
cises or machines that can work
the same muscle group, Dr. Ball

says. Instead of plopping down
and doing the same old bench
press, try using dumbbells, a
chest-press machine—or try
changing the angle of the bench,
Dr. Ball says.

To stave off sameness, you can
also try varying the length of rest
periods between sets, he says.

If you’re still stumped as to
why a workout went badly, think
about your life away from exer-
cise. Are you preoccupied with a
looming project at work? Are you
feuding with a rebellious teen-
ager? Mr. Thompson, the running
coach, says he coached one athlete
whose workout performance
dipped for six months after a bro-
ken engagement.

From 2000 to 2010, Mr.
Thompson coached the cross-
country running club at England’s
academically intense University of
Oxford. Those athletes, like many
people, “had this kind of mistaken
belief that they could compart-
mentalize the stress in their lives.”

Instead, their personal worries
sometimes would encroach on
their performance.

“I would encourage them to go
to a comedy club once a week,” he
says.

BY RACHEL BACHMAN

Peter Thompson, left, trains middle-distance runners Heather Spinney, near right, and Emily Rand, right, in Eugene, Ore.
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SIX RULES FORMAKINGYOUR EXERCISEMORE CONSISTENT

POWERDOWN
A poor night’s sleep can af-
fect workouts for as long as
48 hours. If youmiss sleep
or sleep poorly, return to
your regular workout routine
rather than sleeping extra
late.

EASYDOES IT
Consuming an alcoholic bever-
age different from your usual
drink—like hard liquor instead
of wine—can affect workouts.
Replenish lost fluids from
alcohol, which dehydrates,
with plenty of water.

MIX IT UP
Doing the sameworkout every
day is a recipe for boredom.
Vary your running route, try
a new class at the gym or
use a newweightmachine or
exercise to work out the same
muscle group.

KEEPHYDRATED
Sleep is dehydrating, so drink
water beforemorning work-
outs. If you eat fibrous foods,
make sure you’re drinking
enoughwater for your body to
process them.

STAY FUELED
Be sure to eat, especially
before an arduous workout.
Apples and bananas provide
quick energy and are easy to
digest. If you don’t eat before
morning exercise, have a snack
the night before.

RECHARGE
A common cause of lacklus-
ter exercise is not allow-
ing enough time between
workouts. Rate your energy
level each day on a scale from
1 to 10. If you never get to 8
or 9, you could be working
out too often.
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Thailand Puts British Activist
ForWorkers’ Rights on Trial

BANGKOK—The defamation trial
began on Tuesday of a British activ-
ist who campaigns for better work-
ing conditions for foreign migrant
laborers.

The trial treats the first of four
civil and criminal lawsuits brought
against Andy Hall, a 34-year-old
rights advocate for migrant work-
ers, by Natural Fruit Co., one of
Thailand’s biggest pineapple proces-
sors, after he co-wrote a report al-
leging labor abuses at one of its fac-
tories.

The report was sponsored and
published in 2013 by Finnwatch, a
Helsinki-based watchdog focusing
on corporate responsibility issues,
and detailed alleged labor abuses
and the use of forced and child la-
bor at Natural Fruit and two tuna
companies in Thailand.

Mr. Hall faces defamation
charges for an interview he gave to
Al Jazeera television about the re-
port, prompting Natural Fruit to file
complaints at a Bangkok police sta-
tion in July 2013. The case was ac-
cepted by public prosecutors.

Mr. Hall faces up to a year in
prison if found guilty, as defamation
is a criminal offense in Thailand,
and could have to pay up to $3 mil-
lion in compensation to Natural
Fruit. Other defamation charges,
due to be heard this month, carry
up to seven years in jail and a fine
of up to $10 million, Mr. Hall’s legal
adviser said.

Mr. Hall, whose passport was
confiscated by Thai authorities after
bail was granted, denied any wrong-
doing.

“I did it in the public interest to
improve the working conditions of
laborers. I have no intention to hurt
Thai businesses or the Thai econ-
omy,” Mr. Hall said during a break
from the court’s trial, which will
continue until Sept. 10.

Natural Fruit couldn’t be reached
to comment. A lawyer for Virat Pi-
yapornpaiboon, the owner of Natu-
ral Fruit, said Mr. Virat denied all
allegations and declined to comment
further.

Finnwatch said the court cases
raised against Mr. Hall amounted to
harassment, adding that Mr. Hall
didn’t intend to harm Natural Fruit.
It defended its 2013 report, based
on interviews with workers at a
Natural Fruit factory.

Business and rights groups have
been calling on Thai authorities to
drop the charges against Mr. Hall.
The Thai Frozen Foods Association
and the Thai Tuna Industry Associa-
tion paid his bail after he was
charged and detained in June, and
said they supported the improve-
ment of working conditions of mi-
grant laborers in Thailand.

Last month, United Nordic, a
Stockholm-based group that buys
products from Thailand, issued a
letter saying that the legal prosecu-
tion of Mr. Hall could only hurt Thai
food industries.

“We believe they are trumped-up
charges aimed at punishing some-
one who has continuously tried to
protect the rights of migrant work-
ers,” said Phil Robertson, deputy di-
rector of Human Rights Watch’s
Asia division.

Little has changed in the past de-
cade in terms of the treatment of
migrant workers, some of whom are
subjected to abuse and labor rights
violations, Mr. Robertson added.

Workers from neighboring coun-

tries arrive in Thailand looking for
jobs and better pay, mostly in labor-
intensive fishing, food-processing or
construction sectors. About 2.2 mil-
lion workers from Cambodia, Laos
and Myanmar are registered with
Thailand’s Ministry of Labor, but of-
ficials estimated that many more
are working illegally and exposed to
abuses by agents and employers.

Thailand’s fishing and seafood
processing industries came under
fire after the Guardian and other
publications published investigative

reports accusing them of using
forced labor, which the industries’
leading figures denied.

The U.S. State Department in
June downgraded the country’s
ranking to the lowest level in its an-
nual human trafficking and slavery
report, alongside North Korea, Cuba
and Iran. One reason for the down-
grade stemmed from the country’s
alleged failures to investigate, pros-
ecute, or convict those complicit in
abusive practices in the Thai sea-
food industry.

BY WARANGKANA CHOMCHUEN

Andy Hall is surrounded by supporters ahead of his trial Tuesday in Bangkok.
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HEARD ON
THE PITCH

SPORTS

World Cup Is Coming Into Focus

With just over
five months until
the cricket World
Cup, the serious
planning has

started. All 10 Test-playing nations
except New Zealand have been in
One-Day International action over
the past couple of weeks, jockey-
ing for position and trying to for-
mulate their lineups ahead of the
tournament, which begins on Feb.
14 and rumbles until March 29
across New Zealand and Australia.

In the absence of a single out-
standing team, the conditions in
those two countries could be criti-
cal.

The International Cricket Coun-
cil ODI rankings tell the story. Just
three ranking points separate top-
ranked India at 114 and Sri Lanka
in fourth. Eighth-placed West In-
dies is only another 15 points be-
hind. Making it harder to still to
judge who’s really in pole position,
the ODI parameters have shifted
since the previous World Cup,
with batting totals rising.

There are two reasons. The
first is that advent of Twenty20
and the more aggressive mind-set
that comes with it make teams be-
lieve that they can realistically
achieve higher scores. And the
second is a handful of changes to
the ODI rules, most important the
reduction in the number of field-
ers outside the inner ring during
non-Powerplay overs and the in-
troduction of two new balls in
each innings. Designed to speed
up the middle overs of innings,
which had become cagey and pre-
dictable, the rule changes have
succeeded impressively in their
aim, a good example of benign in-
tervention by the rule makers.

The defining issues for a World
Cup played in New Zealand and
Australia, then, will be a blend of
some solid batsmen at the top
with big hitters sprinkled through-
out the batting order, and incisive
seamers who can take wickets
with the new ball. On that basis,
of the 14 teams (the Test sides
plus Ireland, Afghanistan, Scotland
and the United Arab Emirates),
Australia and South Africa appear
to be in the best shape.

The former might sound a
strange judgment in the context of
Australia’s current form in the tri-
series in Zimbabwe. In consecutive
games, it failed to defend 327
against South Africa, losing by
seven wickets with 3.2 overs left,
and then lost its first ODI to Zim-
babwe in 31 years after a calami-
tous batting performance against
the hosts’ spinners. But Harare
Sports Club provided more or less
the perfect surface for the Zimba-
bwe game to expose Australia’s
Achilles’ heel.

There won’t be many pitches
like that in the World Cup, where
Australia will be mostly, if not en-
tirely, in front of home crowds.
The side will also have Shane Wat-
son, David Warner and Clint
McKay back, as well as a fully-fit
captain Michael Clarke—and prob-
ably won’t drop Mitchell Johnson
and Steven Smith again, as it did
against Zimbabwe. If scary-fast
bowlers and a battery of fearsome
hitters indeed make up the win-
ning formula, then Australia has
it.

So does South Africa, as the

team showed in overhauling that
327. AB de Villiers was instrumen-
tal in that chase, as he so often is.
The team’s reliance on him and
Hashim Amla for runs could be a
weak spot, but it is a pretty nice
weak spot to have. A complete
bowling attack features a couple
of the most feared fast bowlers in
the world and, in Imran Tahir, one
of world’s most effective limited-
overs spinners.

India, the world champion and
sitting at the top of the rankings,
would be runaway favorite if the
tournament were in Asia, but its
recent form away from home has
been less than convincing. Before
its successes against a struggling
England one-day side, it was
whitewashed in both South Africa
and New Zealand. Its explosive
batting lineup could still maraud
on what are likely to be bat-
friendly pitches. But its bowlers,
especially its seamers, will strug-
gle to contain.

Instead, the most likely Asian
winners could be Sri Lanka, re-
cently World Twenty20 champion
and ODI series victor over England
away and Pakistan at home. A
fine, well-balanced side, it has fi-
ery bowlers and crackerjack bats-
men—Thisara Perera is proving to
be both—plus useful spinners. The
inconsistency of several of its
young batsmen will be the team’s
biggest concern.

The batting is a far bigger con-
cern for Pakistan. A decent bowl-

ing attack featuring an unusual
number of left-armers will strug-
gle to compensate for a struggling
top three and a batting approach
that has consistently put more
pressure on the already overbur-
dened shoulders of Misbah-ul-Haq,
the 40-year-old author of numer-
ous middle-order rescue jobs. Ad-
mittedly the team had been out of
action for a while before its recent
2-1 series loss to Sri Lanka, but it
looks to have an awful lot of rust
to shake off.

West Indies will undoubtedly
put in a couple of impressive per-
formances, but it would be a sur-
prise if the team can sustain any
good form over nine matches
spread over a month and a half.
And England, inevitably, finds it-
self foundering around for a com-
bination that can make it more
than the World Cup also-ran it has
been for the past two decades.

Recently retired off-spinner
Graeme Swann’s much-publicized
comments about England’s tactics,
suggesting that the team has
failed to adapt to the new high-
scoring reality of ODI cricket,

were a valid critique of England’s
ongoing one-day struggles. The re-
cent rule-changes ought to play
into the hands of a team that has
long favored what was seen until
recently as the old-fashioned ap-
proach of building slowly at the
start of the innings and preserving
wickets for the slog at the end.
But the problem is as much down
to the execution as is to the tac-
tics: big-hitters such as Alex
Hales, Jos Morgan and Eoin But-
tler haven’t been imposing them-
selves.

New Zealand is the only team
without much recent form, but
should be in good shape. The Ki-
wis tend to punch above their
weight at World Cups and cur-
rently possess a glut of big-hitting
all-rounders plus genuine quality
in the likes of Kane Williamson,
Ross Taylor and Tim Southee.
Playing at home, New Zealand
could be a good outside bet to
spring a surprise and go all the
way.

The other four sides are also
capable of springing a surprise,
but probably only in one game.
Besides, the round-robin format
means they’d probably need to
spring at least two to have a shot
at qualifying for the quarters. Any
of the other eight could win it, but
a modern World Cup is a slog
rather than a sprint, and at the
moment Australia and South Af-
rica look most likely to consis-
tently exploit the conditions.

BY RICHARD LORD

Australia’s Phil Hughes bats against South Africa during a one-day tri-series match in Harare, Zimbabwe, on Tuesday.
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The rule changes have
succeeded impressively in
their aim.

Two Veterans and a Rookie
Make McGinley’s Cup Cut

European captain Paul McGinley
rounded out his Ryder Cup squad on
Tuesday with plenty of experience,
some surefire charisma and a rookie.

The experience comes from Lee
Westwood, who will make his ninth
straight trip to the competition, de-
spite being 16th on Europe’s world
points list this season.

Ian Poulter, meanwhile, is Europe’s
biggest cheerleader. Recovered from a
wrist injury over the summer and ex-
tremely popular among his fellow
pros, he was considered a lock, long
before McGinley’s announcement. In
his four previous trips to the Ryder
Cup, he has won 12 of his 15 matches
and played an instrumental part in
the European rally at Medinah in
2012.

The surprise was Stephen Gal-
lacher, a 39-year-old Scot making his
Ryder Cup debut. He missed the au-
tomatic spots by a whisker, but got
the call from McGinley anyway. The
notable omissions were Luke Donald
and Francesco Molinari.

“I’m a very lucky man to have such
a variety of talent to choose from,”
says McGinley. “It was a very difficult
call. I think we have three players that
will make the European team as
strong as it needs to be to compete
with the might of America.”

McGinley’s wild cards will join Rory
McIlroy, Sergio Garcia, Martin Kaymer,
Victor Dubuisson, Thomas Björn, Ja-
mie Donaldson, Graeme McDowell,
Justin Rose and Henrik Stenson..

—Joshua Robinson

Murray Preparing for
Another Djokovic Test

For months now, Andy Murray has
been very close—and very far. One
moment, he plays the kind of tennis
that won him a U.S. Open title in
2012, and a Wimbledon title last year.
The next, he butchers a service game,
sulks in his chair, and curses.

Both Murrays were present at the
U.S. Open on Monday, but the Good
Murray—the one who hits magical
lobs and passing shots, and runs
down about every ball in sight—pre-
vailed. And now, after a 7-5, 7-5, 6-4
victory over Jo-Wilfried Tsonga, Mur-
ray faces his toughest test of the
season: a quarterfinal on Wednesday
against Novak Djokovic, the world
No. 1 and Wimbledon champion.

Murray’s win over Tsonga was his
best performance since his back sur-
gery last year. Against Djokovic, he
will have to play even better, and do
it with few lapses. Djokovic, who has
reached the quarterfinals or better at
22 straight Grand Slam tournaments,
has yet to drop a set in New York.

—Tom Perrotta

HEARD ON
THE PITCH

Getty Images

Lee Westwood will make his ninth
appearance in the Ryder Cup.

[ Cricket ]
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FRANKFURT—In Germany,
being an official church member
usually means paying an extra tax.
But a change in the country’s tax
code is now causing many
believers to leave the fold.

The “church tax” that members
of Germany’s main religious
communities are required to pay
on income has long been the crux
of the close financial bond that
remains between church and
state. But when a loophole that
has allowed many to avoid paying
the tax on capital gains closes
next year, church leaders have
good reason to expect a mass
exodus.

So far this year, the number of
Germans leaving the country’s
Protestant and Catholic churches
has reached its highest level in 20
years, twice last year’s level—a
surge many clergy and finance
experts blame on the changes in
how the tax is levied.

The outflow is now fueling a
debate about whether a levy that
goes back to the 19th century is
an appropriate way to finance
churches in an increasingly
secularized Germany. Like in a
number of European countries,
the German government collect a
special tax from registered
believers on behalf of its biggest
organized religions, which use the
revenues to finance churches, pay
clergy salaries, as well as help
support affiliated hospitals and
social services.

German church members must
pay an additional 8% to 9% of
their gross annual income tax and
capital gains tax bills to the
church. That is typically steeper
than in many other parts of
Europe. About 30% of Germany’s
80.8 million population are
registered Roman Catholics and
29% are officially Protestants.
Together with the country’s tiny
Jewish population, their taxes
contributed more than €10 billion
($13.2 billion) to church coffers
last year.

In countries such as Italy and
Spain, tax payers have the option
of seeing their contribution go
toward a social aid program
instead. That option doesn’t exist
in Germany, where church

membership hinges on a citizen’s
willingness to pay the tax.
Refusing to pay it can lead the
clergy of both Christian churches
to withhold rites such as baptism,
communion and funeral rites.

While church affiliation has
been declining across Germany
since the 1990s, the new
regulation has disgruntled many
believers who, until now, have
been content to stay as registered
members.

“After we paid income taxes to
the church all of these years, to
now face another tax is a bit
audacious,” said Renate Müller, a
retiree from Frankfurt.

Ms. Müller said she and her
husband left the Protestant church
this spring after their bank
informed them they would have to
reveal their religious affiliation
and begin paying the church tax
on income from their retirement
fund.

While the church tax had
officially always been due on
capital gains, it had never been
properly enforced. Under the new
rules, which the churches lobbied
for, banks will be required to
report their customers’ religious
affiliations, rather than wait for
customers to volunteer the
information.

“We’re not doing it for the
additional revenue,” said Thomas
Begrich, finance chief for the
Protestant Churches of Germany,
or EKD, defending the change.
“The wealthy need to pay their
fair share.”

Some bank executives privately
say that the bureaucracy
associated with reporting their
customers’ religious affiliation is a
burden and say it may drive up
costs. But they deny suggesting
customers abandon their church.

“Customers can draw their own
conclusions about their
relationship to the church; they
don’t need their bank for that,”
said Melanie Schmergal,
spokeswoman for the German
banking association BVR.

Some politicians say churches
were too eager to embrace the
new regulation, part of a 2009
tax-code overhaul, without
considering the risk that it would
scare away less active members,
without adding significant

revenue to church coffers.
The EKD’s Mr. Begrich says the

churches expect some €160
million in extra revenue with the
new rule, a fraction of the €10
billion the Catholic and Protestant
churches received in 2013. He says
many members overestimate the
extra tax under the new system.

The backlash against the
church tax on capital gains has
focused attention on the financial
models of other denominations,
such as Germany’s evangelical
“free churches,” which, like U.S.
churches, rely on volunteer
donations instead.

Christian Nowatzky, a pastor at
Berlinprojekt, an alternative youth
church in Berlin, said his
congregation of 800 members is
financed almost solely through
donations. “For us, it’s about
building a living congregation,
and the freedom to choose how
you want to worship is very
important to us,” he says. Muslim
communities in Germany also rely
on donations, although some
Muslim leaders are working
toward achieving the legal status
necessary for them to use the
church tax system.

Germany’s Faithful Balk
At Tweak to Church Tax
BY CHASE GUMMER

Sources: Forschungsgruppe Weltanschauung in Deutschland (number of Christians); EKD (Protestant data);
Kirchenaustritt.de (Catholics leaving); Deutsche Bischofskonferenz (Catholic taxes) The Wall Street Journal

Losing Faith
Church-tax revenues have recently swelled amid low unemployment, but a new regulation is prompting a surge
in the number of Germans leaving mainstream Christian churches.
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Business & Finance

n Danone said its CEO would
step down from the job he has
held for 18 years and be suc-
ceeded by his deputy, as the
company weighs options to en-
sure its long-term growth. 15

n Anglo American’s CEO said
he is determined to lift the
miner’s return on capital over
the next two years but would
listen to any takeover offers. 15

n Apple said its investigation
indicated certain celebrity on-
line photo accounts were hacked
in a targeted attack and it hasn’t
found a breach in its iCloud or
“Find My iPhone” systems. 16

n Halliburton will pay $1.1 bil-
lion to Gulf Coast residents,
local governments and busi-
nesses affected by the 2010
Deepwater Horizon oil spill. 22

n A U.S. commission is unlikely
to approve a proposed alliance
between Maersk and Mediterra-
nean Shipping before consulting
with Chinese regulators. 20

nMore Chinese nationals are
returning home after employ-
ment stints in the West, taking
high-level jobs amid promises
of power and increased pay. 15

n As Greece attempts to climb
out of its recession and inves-
tors begin buying up property,
the real-estate market is look-
ing to the poster child of the
privatization process: Athens’s
long-disused airport. 18

i i i
World-Wide

n Ukraine’s president is fac-
ing a tough choice between
making concessions to Krem-
lin-backed separatists or fight-
ing a bloody defensive war. 4

n An al Qaeda-linked group in
Syria holding 45 United Na-
tions peacekeepers set condi-
tions for their release. 8

n Saudi Arabian authorities
arrested 88 people on suspi-
cion of planning to carry out
terrorist attacks both in the
kingdom and abroad. 8

nMost of Pakistan’s opposi-
tion parties at a special parlia-
ment session supported Prime
Minister Nawaz Sharif, whose
ouster is demanded by protest-
ers laying siege to the capital. 8

n The Philippines said a group
that allegedly attempted to
smuggle a bomb at Manila air-
port also planned to attack
other targets in the capital, in-
cluding the Chinese Embassy. 7

n An activist group at the cen-
ter of threats to paralyze Hong
Kong’s business district with
anti-Beijing protests said some
of its support was waning. 7

n New Zealand’s police said
they would investigate whether
criminal negligence contrib-
uted to the collapse of the
Christchurch CTV building dur-
ing an earthquake more than
three years ago, resulting in
the deaths of 115 people. 7

What’s News—

SUBSCRIBE
TODAY

Advertising Sales worldwide through Dow Jones
International. Frankfurt: 49 69 29725 390;
London: +44 20 7573 4060; Paris: 331 40 17 17 01.
Printed in Belgium by Concentra Media N.V.
Printed in Germany by Dogan Media Group / Hür-
riyet A.S. Branch Germany. Printed in Switzerland
by Zehnder Print AGWil. Printed in the United
Kingdom by Newsprinters (Broxbourne) Limited,
Great Cambridge Road, Waltham Cross, EN8 8DY.
Printed in Italy by Telestampa Centro Italia s.r.l.
Printed in Spain by Bermont S.A. Printed in Israel
by Jerusalem Post Group. Printed in Turkey by
Dunya Super Veb Ofset A.S. Printed in Poland by
Polskapresse Printing Division.
Registered as a newspaper at the Post Office.
Trademarks appearing herein are used under license
from Dow Jones & Co. ©2013 Dow Jones & Com-
pany. All rights reserved. Editeur responsable. Tracy
Corrigan M-17936-2003. Registered address:
Avenue Cortenbergh 60, 1040 Brussels, Belgium

THE WALL STREET JOURNAL EUROPE
(ISSN 0921-99)
222 Grays Inn Road, London, WC1X 8HB

FOR ISSUES RELATED TO SERVICE:
CALL +44 (0) 20 3426 1313
EMAIL subs.wsje@dowjones.com
WEB service.wsje.com

CALL +44 (0) 20 3426 1313
VISIT wsjeuropesubs.com/wsje

What’s Online

Uber: The State of Play
Uber’s expansion plans are running into obstacles. See a guide to Uber’s
legal challenges. graphics.wsj.com/maps/uber-problems

Th
e
W
al
lS

tr
ee
t
Jo
ur
na
l

THEWALL STREET JOURNAL. Wednesday, September 3, 2014 | 27

OFF THE WALL

Code Names Spice Up the Art of the Deal
Bankers Enjoy CoiningMonikers to KeepMergersMum; Name-Generating Software Threatens the Fun

“Project Swift” sounds
like the name of a mili-
tary invasion or an

Olympic marathoner’s training
plan. But it is actually the code
name for a corporate buyout, in-
spired by a private-equity associ-
ate’s fondness for singer Taylor
Swift.

Labels like Project Token, the
name Apollo Global Management
LLC used to mask its purchase of
children’s restaurant favorite
Chuck E. Cheese, or Project Fu-
sion, the code for Kinder Morgan
Inc.’s consolidation of its oil-and-
gas holdings into a single com-
pany, are designed to keep report-
ers, traders and even rival
companies from sniffing out deal
news before formal announce-
ments are made.

For the young bankers who get
to choose them, code names are
an amusing diversion from the fi-
nancial modeling and PowerPoint
presentations that fill their days.

But one deal-making power-
house is putting an end to the
name game, opting instead to au-
tomate the process to avoid the
pitfalls that go with the territory.

Goldman Sachs Group Inc.
now requires bankers to use
name-generating software that of-
fers 10 random options like Proj-
ect Calculator or Project Daniel.
The new system has been phased
in across the bank over the past
two years, according to people fa-
miliar with it.

Though bankers can refresh
the options as often as they like,
some say the new naming process
has taken some fun out of the
game. And they say people in-
volved in their deals often forget
the random names generated by
the software.

Clients don’t like the code
names if they “don’t have some
meaning,” said one Goldman
banker.

“You often need code names
for other key players,” he added.
“So unless it is thematic, it
doesn’t make sense.”

Banks, most of which still gen-
erate code names the old-fash-
ioned way, have good reason to
conceal live deals. Some hedge
funds scour the records of newly
incorporated acquisition vehicles
for clues on pending deals so they
can trade ahead of an official an-
nouncement.

Queso Holdings, for example,
was incorporated in Delaware Jan.
10, six days before Apollo went
public with its deal to buy the
parent company of Chuck E.
Cheese, opening a potential trad-
ing window for anyone with ac-
cess to the records who knows the
Spanish word for cheese. Under
Armour Inc.’s acquisition of Map-
MyFitness Inc. used a corporate
shell called MMF Merger Sub,
which was formally incorporated
two weeks before the transaction
was announced in November 2013.

Bank executives also are quite
aware of the fact that unwittingly
using the same code name for
more than one live deal can easily
lead to a mix-up, for example deal
documents being sent to the
wrong company. In recent years,
Project Baseball has been slapped
on a number of transactions, from
PepsiCo Inc.’s acquisition of its

bottling operations to the merger
of NYSE Euronext, which owns the
New York Stock Exchange, and In-
tercontinental Exchange Inc.

“Bankers could be a bit more
original,” said Lewis Grimm, a
partner at law firm Jones Day who
advises on deals. “Every time
there’s an Australian target, it’s
Project Koala or Project Kangaroo.”

Blackstone Group LP’s January
acquisition of a stake in shoe-
maker Crocs was Project Croco-
dile, described by a banker close
to the deal as “hiding in plain
sight.” When the private-equity
firm bought a minority stake in
Italian fashion house Versace SpA
this year, the deal was nicknamed
Project Medusa after the mythical
monster with venomous snakes
for hair that is the luxury brand’s
logo.

Nationality is a popular peg.
Drug maker Actavis’s 2013 acqui-
sition of the Dublin company War-
ner Chilcott—a deal that allowed
Actavis to move its legal home to
Ireland—was Project Emerald. A
corporate shuffling at Italy’s Fiat
Industrial SpA, spearheaded by
bankers at J.P. Morgan Chase &
Co. and Lazard, became Project
Farfalla, the Italian word for “but-
terfly.”

Other code names, like Project
Swift, are more personal. In that
case the deal was never consum-
mated. L’Oréal SA’s recent pur-
chase of NYX Cosmetics was
named Project Bruce, after the
NYX founder’s dog. Roche Hold-
ing Ltd.’s 2009 deal for Genen-
tech was Project Milos, after the
midtown Manhattan restaurant
where Roche executives hatched
the idea.

Bankers have been known to
take the freedom to name deals a
bit too far, choosing potentially
offensive monikers. Project Cleav-
age, for example, was the code
name for an Australian company’s
split up.

Striking a balance is key, said
Scott Rostan, a former Merrill
Lynch M&A banker who now runs
a company offering finance
courses for junior bankers. Names
“have to be secret enough that
you can talk about it in an eleva-
tor, but easy enough to remember
so that your boss doesn’t look at
you and say, ‘which one is that
again?’ ”

Bankers also give code names
to the major players in a deal.
Comic-book heroes reigned when
Reynolds American Inc. and
Lorillard Inc. shook up the ciga-
rette market with their $25 billion
deal in July. Reynolds was Robin,
Lorillard was Lantern, Imperial
Tobacco Group PLC was Ironman
and British American Tobacco
PLC was Batman.

Last year’s tangled web of tele-
com takeovers became known as
Project Canine at M&A advisory
firm Centerview Partners. Its key
players were Clearwire Corp.,
code-named Collie; Sprint Nextel
Corp. (Shepherd), Dish Network
Corp. (Dalmatian) and SoftBank
Corp. (St. Bernard).

“A good code name can make
you a rock star, at least for a few
minutes,” Mr. Rostan said. “It’s a
chance to have some fun.”

BY GILLIAN TAN
AND LIZ HOFFMAN

Online>>
See a video about the code names for
deals at WSJ.com/OffTheWall.

A deal involving Versace was ‘Project Medusa’ after the mythical monster with snakes for hair that is the brand’s logo.
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Video Shows American Beheaded
BAGHDAD—The extremist

group Islamic State posted a
video purporting to show the
beheading of American jour-
nalist Steven Sotloff.

If verified, it would be the
second publicized killing of a
captured American journalist
by the group since the U.S.
began airstrikes on Islamic
State targets in Iraq on Aug.

8.
Mr. Sotloff, 31 years old,

was a freelance journalist who
worked for several publica-
tions, including Time maga-
zine, the Christian Science
Monitor, World Affairs Jour-
nal and Foreign Policy Maga-
zine.

The video appeared days
after U.S. airstrikes helped
break a two-month siege by
Islamic State on the Iraqi

town of Amirli.
A militant who appears

and speaks in the video said
the American was being killed
in retribution for U.S. air-
strikes that helped break Is-
lamic State sieges of the Mo-
sul Dam and Amirli.

Mr. Sotloff spoke briefly
on the video, delivering what
appeared to be a message
prepared by his captors to
President Barack Obama.

“Obama, your foreign pol-
icy of intervention in Iraq was
supposed to be for the preser-
vation of American lives and
interests. So why is it that I
am having to pay the price for
your interference with my
life?” he said.

The militant who speaks
on the video has a similar
British accent to the person
who spoke on a video posted
in August that showed the be-

heading of American journal-
ist James Foley by the same
group.

The video posted on the
Islamic State website showed
what appeared to be similar
to scenes to those in the pre-
vious video.

A fighter, clad entirely in
black and wearing a black
face mask, drawing a knife
across Mr. Sotloff’s neck in
front of what appears to be a

barren desert landscape.
Mr. Sotloff is wearing an

orange jumpsuit and his
hands are tied behind his
back. As in the previous video
of Mr. Foley, this one shows
Mr. Sotloff’s severed head
resting on his corpse.

The video also showed a
man identified as British
Journalist David Cawthorne
Haines. He is kneeling and

Please turn to page 9

BY MATT BRADLEY

Probe Roils
Stock Desk
At Credit
Suisse

LONDON—An internal
Credit Suisse Group AG in-
vestigation into allegations of
inappropriate employee be-
havior has roiled the bank’s
European stock-trading desk,
according to people familiar
with the probe, in the latest
example of a major bank un-
covering potential problems
as it sifts through employees’
electronic communications.

A veteran trader on the
European equities sales desk,
which serves as a hub for the
bank’s relationships with ma-
jor hedge funds and other as-
set managers, has been sus-
pended since February, the
people said. Her boss, a man-
aging director who runs the
London desk, also went on
leave this summer in connec-
tion with the probe, they said.

Credit Suisse has accused
the trader, Zoe Henderson, of
improperly sharing client
communications with her hus-
band, a London-based trader
at a rival bank, via electronic
chat rooms, the people said.
Credit Suisse’s months-long
review of chat transcripts and
interviews with employees
also has turned up allegations
of traders on the same Lon-
don desk using profane, sexist
and racist language and
watching sex videos on the
trading floor, the people said.

A lawyer representing Ms.
Henderson declined to com-
ment. A Credit Suisse spokes-
woman declined to comment.

The Swiss bank’s internal
investigation, which is still
under way, is the latest illus-

Please turn to page 22

BY JENNY STRASBURG
AND MAX COLCHESTER

Poll: Surge for Scots Independence
LONDON—A new poll

showed a surge in support for
Scottish independence, knock-
ing sterling lower on currency
markets on Tuesday and rais-
ing the stakes for Britain’s
leaders just weeks before
Scots vote on whether to
leave a 300-year-old union
with the rest of the U.K.

Pollster YouGov said that
in its latest poll of more than
1,000 Scots, 42% said they in-
tend to vote for independence
in a referendum Sept. 18,
while 48% said they plan to

vote to keep Scotland part of
Britain. The remaining 10%
were either undecided or said
they won’t take part. The You-
Gov poll was carried out from
Aug. 28 to Sept. 1.

YouGov is one of a handful
of pollsters tracking Scots’
voting intentions. Other polls
continue to show a stronger
lead for the pro-union “no”
camp and none have yet
shown an outright majority in
favor of independence, sug-
gesting Scots will vote against
secession at the ballot.

A YouGov poll earlier in
August put the “no” lead at 12
points.

Financial markets had so
far largely ignored the poten-
tial ramifications of the refer-
endum. But the latest poll re-
sults pushed sterling 0.5%
lower against the dollar to
reach a five-month low.

The slide in the pound to-
ward $1.65, despite upbeat
construction data also re-
leased Tuesday, marks a turn-
around for the currency after
it hit a near six-year high over
$1.71 in mid-July. In early
trade Tuesday, the pound fell
0.5% against the U.S. dollar to
$1.6539.

A vote for independence
risks spooking foreign inves-

tors and could “precipitate a
significant financial accident,”
said Neville Hill, head of Eu-
ropean economics at Credit
Suisse AG.

“Non-U.K. investors are
likely to become concerned
about what ‘U.K.’ assets they
would be buying. Given that
the U.K. needs to finance a
current account surplus worth
5% of GDP, this doesn’t look
good for sterling,” Mr. Hill
said.

The findings—from a poll-
ing company whose past re-
sults have shown a convincing
lead for the pro-U.K. “no’”

Please turn to page 5

BY JASON DOUGLAS
AND JOSIE COX

Pro-independence canvassers Martyn Day, left, and Robert Cruickshank distribute leaflets to voters still undecided on how to vote.

Jenny Gross

German
Court Bans
Uber Service

FRANKFURT—A regional
court in Germany has imposed
a nationwide ban on one of
Uber Technologies Inc.’s car-
hailing services, posing a seri-
ous challenge to the com-
pany’s ambitious expansion
plans in Europe’s largest econ-
omy.

The ban on the Uberpop
service—which connects pas-
sengers with drivers who
don’t have professional li-
censes—was imposed last
Thursday and came to light
Tuesday in a report in German
media.

The Frankfurt court said
the San Francisco-based ride-
sharing company could no
longer carry passengers in
Germany or it would face a
fine, overruling a decision by
a court in Hamburg to let the
company continue operations
in Hamburg, despite calling it

Please turn to page 20

BY NEETHA MAHADEVAN
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Novo’s Regulatory Dependence
This is where the fat starts hit-

ting the fire for Novo Nordisk.
The pharmaceuticals company

had a troubled 2013 after U.S. regu-
lators demanded more trials exam-
ining cardiovascular risk for its lat-
est insulin, Tresiba. This year,
though, Novo’s stock is up more
than 30%. That prices in a return to
form for the diabetes specialist.

Novo’s appeal lies in its organic
growth, underpinned by the rising
incidence and diagnosis of diabetes
around the world. The Danish com-
pany expects revenue growth of be-
tween 7% and 10% this year. The
hope is that its well-stocked pipe-
line should then enable a return to
double-digit sales growth. That
would be higher than peers and help
justify Novo’s hefty 40% premium to
the global pharma sector on for-
ward price/earnings multiples.

To do that, Novo must deliver on
a number of coming data and regu-
latory milestones. The big one con-
cerns Tresiba. Its potential is
proven: In Japan, the next-genera-
tion insulin was priced roughly in
line with market leader Sanofi’s
Lantus and has taken a fifth of the
market by value in just over a year.
Novo should have initial trial data
sooner than anticipated, though
regulatory clarity could take at least

another year.
Getting Tresiba into the U.S. is

crucial. Sanofi has been pushing up
the price of Lantus, which enabled
Novo to raise prices on its Levemir
insulin while also taking share. But
price pressure is intensifying, with
U.S. pharmacy-benefits managers
pushing drug companies harder.
Meanwhile, Eli Lilly could bring its
biosimilar version of Lantus to mar-
ket in 2016. Tresiba, which acts for
over 42 hours, compared with about
24 hours for current insulins, is crit-
ical to fighting mounting competi-
tion.

Nearer term, a U.S. regulatory
committee next week will meet to
consider Novo’s obesity treatment,
a higher dosage of diabetes drug
Victoza. Safety will be the focus, es-
pecially given the checkered history
of obesity treatments. But approval
isn’t the only question here. Obesity
hasn’t been big business for the
pharma industry: The U.S. market is

worth a mere $100 million, notes
Citigroup, despite some 30 million
people who are extremely obese.
Doctors and insurers have been
skeptical of paying for medicines to
treat something often considered a
lifestyle issue. Novo may face resis-
tance over the cost of its treatment,
anticipated to be about $25 a day.

Given the market’s muted expec-
tations, a regulatory snafu in obe-
sity at least presents limited down-
side risk. And Novo does offer other
interesting things in its pipeline.
Trial data for an oral version of one
diabetes drug could generate partic-
ular excitement next year. Novo also
has a combination therapy of two
diabetes drugs with regulators.

But the heat around Novo relies
on the company’s ability to produce
high-single-digit sales growth, at
least, translating that into higher
earnings growth as research-and-
development spending falls. Novo
said on Tuesday it would discon-
tinue its research and development
in inflammation. The company’s
sales growth could translate into
higher earnings growth as R&D
spending falls.

In the next year, Novo needs a
fair regulatory wind to fan those
flames further.

—Helen Thomas

Putting a Name on the Claims
Made by Tianhe Chemicals

Four years after short sellers and
corporate activists began wreaking
havoc at Chinese-listed companies,
they are at it again.

Tianhe Chemicals was tossed
into the fray when the secretive ac-
tivist group Anonymous Analytics
issued a report alleging the spe-
cialty-chemicals maker had fabri-
cated numbers and cooked up cus-
tomers. Tianhe says the report is
wrong, though it has yet to issue a
full-throated defense. Its shares
were suspended after tumbling 4.9%.

Northern China-based Tianhe
listed in Hong Kong in June, and
Anonymous’s contention is that the
firm’s initial-public-offering pro-
spectus doesn’t gel with separate fil-
ings it makes to a local-government
agency. The 2012 net profits its sub-
sidiaries filed with local officials
was a thousandth of what Hong
Kong investors read in the prospec-
tus, according to Anonymous.

Investors will need to dig into
these local details at Tianhe. What
seems inexplicable at first sometimes
can be explained. That said, the prof-
its Tianhe plainly reported in its pro-
spectus do raise questions. Tianhe
clocked 60%-plus margins on its
earnings before interest, taxes, de-
preciation and amortization the past
two years. Yet global chemicals mak-
ers tend to average Ebitda margins in

the midteens.
One explanation for Tianhe’s

high profit is selling anti-mar, a spe-
cialized chemical used in smart-
phone touch screens to repel water
and oil. But Anonymous says
Tianhe’s anti-mar sales are twice
the world demand for the product.

Tianhe had generated contro-
versy before it went public. J.P.
Morgan Chase, which earlier hired
the daughter of Tianhe’s chief exec-
utive, pulled out of a role in the
chemical maker’s IPO while it was
being investigated for recruiting the
sons and daughters of Chinese gov-
ernment officials.

Whatever the strength of Anony-
mous’s claims, investors would be
wise to consider the mixed history
of following on such campaigns.
Muddy Waters in 2011 famously
helped hasten the fall of Toronto-
listed Sino-Forest. Yet Qihoo 360’s
shares are up 408% since Anony-
mous said its website traffic was a
fraud in 2012.

It will take time to unravel the
claims and counterclaims in
Tianhe’s case. The broader impact
could end up being on China Inc.
generally. Despite four years of
scrutiny, investors aren’t comfort-
able enough to give Chinese compa-
nies the benefit of the doubt.

—Abheek Bhattacharya

Subzero Eurozone Yields
Show ECB Power, Problems

Lending money when it is a los-
ing proposition from the start
sounds like an odd thing to do. That
isn’t stopping bond buyers in the eu-
rozone government-bond market.

Two-year yields on bonds from
five countries—Germany, the Neth-
erlands, Austria, Finland and Bel-
gium—are in negative territory, ac-
cording to data from Tradeweb.
France briefly joined the negative-
yield gang Monday, before rebound-
ing into marginally positive territory
Tuesday. Germany is leading the
way: Not only does its current
benchmark two-year bond pay a
zero coupon and a yield of minus
0.04%, yields on its bonds are below
zero all the way out to January 2018.

This isn’t the first time yields
have gone negative in the eurozone.
In the depths of the sovereign-debt
crisis, yields fell below zero in Ger-
many as investors feared that the
euro might collapse and countries
might revert to national currencies.
A subzero yield then was effectively
an insurance fee: Investors wanted
to be in safer German paper no mat-
ter the cost to returns.

Now, however, the rationale is
different. The European Central
Bank’s decision to introduce a nega-
tive rate of minus 0.1% on cash de-
posited at the central bank has rip-
pled outward. Relative to that,
negative yields on highly liquid two-
year securities don’t look so bad to
banks that need to find a home for
their cash. Banks aren’t locked into
losses: If yields decline further, they
could sell the bonds at a profit. But
that banks are doing this trade also
signals continued risk aversion and

means they aren’t finding more at-
tractive opportunities for lending.

Some think the ECB could cut
rates again this Thursday. That
would be likely to entrench more
firmly the trend for negative yields.
Ireland, where two-year yields are
just 0.04%, could yet join the club.

In theory, negative bond yields
don’t present particular issues. Bond
math works just as well with nega-
tive numbers as it does with positive
ones—even if it does throw up some
oddities, such as Italy’s two-year
yield spread over Germany being
higher than Italy’s yield. But in prac-
tice, they are a sign of big problems.
Indeed, that buying bonds with a
negative yield can be a rational and
accepted activity is a reminder of
just how distorted the financial mar-
kets are, and how precarious the eu-
rozone outlook remains.

—Richard Barley
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Negative Velocity
Yield on Germany’s two-year
government bond
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