
Euro-zone inflation rose to
4.1% in July from a year earlier,
the highest level since Eurostat
began collecting this data in
1997. The U.S. economy grew
modestly last quarter. Page 2

n Bristol-Myers Squibb made
a $4.5 billion offer for the
roughly 83% of partner Im-
Clone it doesn’t own. Page 1

n A compromise may be devel-
oping in private in the TNK-BP
shareholder dispute, though
publicly the two sides have
reached an impasse. Page 1

n Electricité de France is ex-
pected to announce a bid for Brit-
ish Energy, valuing the U.K. com-
pany around $24 billion. Page 3

n GMAC reported a $2.48 bil-
lion loss, highlighting troubles
facing auto makers and setting
the stage for steep losses by
GM in its coming report. Page 5
n Chrysler Financial was racing
against a Friday deadline to or-
ganize $30 billion refinancing
of working capital. Page 19

n Exxon Mobil posted record
earnings as net rose 14% to
$11.68 billion in the second
quarter. Shell said its net rose
33% to $11.56 billion. Page 4

n Wall Street is rolling out
new futures products as Wash-
ington lawmakers attempt to
crack down on speculation in
food, fuel and metals. Page 17

n Economic worries hit U.S.
shares. European stocks eased
on disappointing earnings from
BT Group and Unilever. Page 18

n Europe’s telecom sector
hailed some good news, as
both France Télécom and
Telefónica posted revenue
gains in their results. Page 6

n Unilever’s customers are re-
sponding to price increases by
buying fewer products, raising
concern it may slip back after
years of restructuring. Page 6

n Deutsche Bank said second-
quarter net profit fell 64%,
hurt by a further $3.6 billion
in asset write-downs. Page 19

Bristol-Myers makes bid
to acquire rest of ImClone
Offer of $60 a share
is 40% premium;
vindicating Icahn

Pressure builds on Brown
as Labour rivals lie in wait

Key players try
to resolve feud
over TNK-BP

Karadzic entered no plea in his
first appearance in a Hague
court, but he claimed that Rich-
ard Holbrooke cut a deal with
him in 1996 and then sought to
have him killed. The former U.S.
envoy denied all of the Bosnian
Serb ex-leader’s claims. Page 10

n Russian President Medvedev
called on authorities to stop ha-
rassing companies, seeking to
calm market jitters about the na-
tion’s investment climate. Page 9

n Israeli opposition leader Net-
anyahu called for early elections,
after Prime Minister Olmert’s de-
cision to soon step down under
a cloud of corruption charges.

n Bush hailed a new “degree of
durability” in security gains in
Iraq. A suicide car bomber
killed three policemen in Mosul.

n Bush’s top advisers aren’t
immune from congressional
subpoenas, a U.S. judge ruled.

n The ECB said it will renew
two three-month supplementary
refinancing operations of $78
billion each, moving to further
calm money markets. Page 3

n China will close over 200
more factories near Beijing and
curb traffic further if skies don’t
clear for the Olympics. Page 10
n The IOC’s media head sug-
gested its president acquiesced
to Chinese plans to censor In-
ternet access at the Olympics.

n The U.S. and Libya are close
to reaching an accord to settle
outstanding claims from 1980s
terrorism tied to Libya. Page 10

n A Thai court convicted former
Prime Minister Thaksin’s wife of
tax evasion and sentenced her to
three years in jail. Page 10

n China condemned a U.S.
House resolution criticizing its
human-rights record, in a sign
of diplomatic tensions ahead of
Bush’s Olympic visit. Page 11

n Sudanese President al-Bashir
said he will never deal with or
appear before the International
Criminal Court, where he faces
charges of genocide in Darfur.

n Saturn’s moon Titan contains
liquid hydrocarbons, making it
the only body in the solar sys-
tem besides Earth known to have
liquid on its surface, NASA said.

By Ron Winslow

And Sarah Rubenstein

Bristol-Myers Squibb Co. made
an unsolicited $4.5 billion offer for
the 83% of ImClone Systems Inc. it
doesn’t already own, a move that
could accelerate the integration of
biotechnology companies into old-
line pharmaceutical makers that are
seeking to replenish aging product
lines with cutting-edge medicines.

The success of the $60-a-share
cash bid hinges largely on the re-
sponse of financier Carl Icahn, who
holds a 14% stake in ImClone. Mr.
Icahn has re-energized the biotech
company since taking over as chair-
man in October 2006, pushing out
board members and naming a new
chief executive.

ImClone shares surged $17.40, or
37%, to $63.84 in late trading on the
Nasdaq Stock Market, a sign that in-
vestors expect the company to fetch
a higher price. Bristol-Myers shares
were off 31 cents, or 1.4%, at $21.20

on the New York Stock Exchange.
“I think that the $60 price is prob-

ably a reasonable starting point for
negotiation,” said Patrick Lee, a
partner with hedge fund Palo Alto
Investors, owner of about 860,000
ImClone shares, or 1% of the shares
outstanding.

The offer represented a
40% premium over the aver-
age price of ImClone over the
past month. Bristol-Myers
Chief Financial Officer Jean-
Marc Huet called the bid “full
and fair” and wouldn’t com-
ment on whether the com-
pany would raise it. Bristol-
Myers said it may sell some
or all of its existing stake if
the deal doesn't work out.

Neither Mr. Icahn nor
other representatives of ImClone re-
turned calls seeking comment.

The bid comes comes less then
two weeks after Swiss drug maker
Roche Holding AG made an unsolic-
ited $44 billion bid for full ownership
of biotech affiliate Genentech Inc.

ImClone’s sole product is Er-
bitux, which is used to fight head,
neck and colon cancers, and gener-
ated revenue of $1.3 billion in 2007.
The New York company put itself up
for sale in early 2006, when it was

valued at about $2.4 billion, but took
itself off the market seven months
later, unable to fetch a price it
wanted. The company said at the
time that its prospects were bright-
ening and remaining independent
had become a better option.

Mr. Icahn moved to
take control of the board
two months later.

An acquisition agree-
ment would cap a tumultu-
ous seven-year relation-
ship between the compa-
nies. It also would vindi-
cate Mr. Icahn, who has
been accumulating Im-
Clone shares for most of
the decade, dating back to
when the stock was trad-
ing in the teens and 20s.

The company’s history includes
a notorious episode that began just
weeks after Bristol-Myers bought
its ImClone stake in September
2001, when the U.S. Food and Drug
Administration decided not to ac-
cept the company’s application for
Erbitux. The news sent ImClone’s
shares tumbling, but suspicious
stock sales ahead of the FDA deci-
sion ensnared founder Sam Waksal
and his friend Martha Stewart in an
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Editorial&Opinion

Carl Icahn

By Alistair MacDonald

LONDON—The economy is slow-
ing. His approval ratings are at a
fresh low. His party has been
crushed in elections for three Parlia-
ment seats in a row.

What, if anything, can U.K. Prime
Minister Gordon Brown do to hold
onto his job?

In recent days, the British media
have stoked increasing speculation
that rivals within Mr. Brown’s La-
bour Party could force him to step
down as head of the party and relin-
quish the role of prime minister. The
dire political situation could
prompt Mr. Brown to take drastic

measures such as imposing a new
tax on energy-company profits, rais-
ing taxes for the wealthy or giving
more consumers money to pay soar-
ing energy bills.

Mr. Brown could also try the old
standby of reshuffling his cabi-
net—a move that would signal he is
seeking a new direction but, opinion
polls suggest, is unlikely to impress
voters. Mr. Brown must call a gen-
eral election where the public will
get a chance to vote on him by the
first half of 2010 at the latest.

If Mr. Brown takes any steps,
they are likely to be before the La-
bour Party annual conference in late
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Inside Olmert’s mind
Could the Israeli PM actually
be trying to stay in office by
resigning his office? Page 13
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Growing disapproval 
Prime Minister Gordon Brown, 
left, has become less popular 
in recent surveys
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breaking the gender barrier
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Doha talks’ collapse hints
at an uncooperative future
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By Andrew Osborn

And Guy Chazan

MOSCOW—The bitter share-
holder dispute at BP PLC’s flagship
Russian investment TNK-BP Ltd.
has reached an impasse. Publicly,
neither side is blinking. Privately,
the contours of a potential compro-
mise are emerging, though trust re-
mains wafer-thin.

Two of the main protagonists in
the conflict, BP Chief Executive
Tony Hayward and Mikhail Frid-
man, a Russian shareholder in
TNK-BP, met in Prague on Wednes-
day, according to people close to the
venture. Further talks are expected
in the next week or so.

People on both sides of the dis-
pute say a solution would involve
TNK-BP’s current chief executive,
Robert Dudley, stepping down—a
major concession on BP’s part. BP
continued to back Mr. Dudley as
CEO, even after he was forced to
leave Russia last week complaining
of “sustained harassment,” and BP
has said he is running the company
from an undisclosed location in Cen-
tral Europe.

But one person close to TNK-BP
said BP would be willing to see Mr.
Dudley step down in exchange for
the right deal. It might also, this per-
son said, be willing to restructure
TNK-BP profit-sharing agreements
to sweeten the deal for the Russian
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shareholders.
AAR, the consortium represent-

ing the Russian partners in TNK-BP,
would also have
to give way, how-
ever, with two of
the Russian
shareholders,
Viktor Veksel-
berg and Ger-
man Khan, leav-
ing their manage-
ment roles at the
venture as well.

“A new CEO
would have no
obligation to
maintain any of the existing TNK-BP
executives in place,” says Stan
Polovets, AAR’s chief executive. “He
could start with a blank slate and
put together his own management
team.”

Others believe the spat will only
be resolved once the Russian state
intervenes. The government has re-
mained outwardly neutral in the dis-
pute, saying it is up to the partners
to patch up their differences. But
some close to the company think the
BP-AAR relationship is now so dam-
aged that the joint venture can’t sur-
vive in its present form, and that the

impasse will only be broken once a
state-run company such as OAO Gaz-
prom or OAO Rosneft takes a stake
in TNK-BP.

BP has accused the Russian share-
holders in the 50-50 joint ven-
ture—Mr. Fridman and Mr. Khan of
Alfa Group, Len Blavatnik of Access
Industries and Mr. Vekselberg of Ren-
ova—of orchestrating a campaign of
administrative pressure that has trig-
gered investigations into
TNK-BP and its employees
by Russian tax authorities,
labor regulators and prose-
cutors. In a major setback,
BP last month was forced to
withdraw from Russia
nearly 148 technical special-
ists who had been loaned to
TNK-BP, because they had
been unable to work for
months.

The Russian sharehold-
ers deny that they have had
anything to do with any of the gov-
ernment-related problems.

The dispute has become a key
test of President Dmitry
Medvedev’s commitment to protect
foreign investors, rattled the Rus-
sian stock market and spooked Mos-
cow’s business community.

For the time being, BP insists

that Mr. Dudley can continue manag-
ing TNK-BP from abroad. People
close to the CEO say that after
months of bureaucratic interfer-
ence, he can now finally focus on
business. “He doesn’t need much,”
the person close to TNK-BP said.
“He says he’s achieved more in the
last three days than in the previous
three months.”

Another person familiar with
TNK-BP said Mr. Dudley’s
authority remains unchal-
lenged as long as he con-
trols the company stamp,
which is used on all official
correspondence in Russia.
“It’s like the king’s seal,”
this person said. “Added to
that, he has all the neces-
sary powers of attorney and
controls the shares in the
management company.”

The Russians dispute
that Mr. Dudley is in a posi-

tion to run the company. “The em-
ployees deserve to have a CEO who
is visible,” says Mr. Polovets. “Every-
one understands that the situation
is untenable.”

If the two sides fail to reach a
compromise, BP has several other
options. The company has said it
would consider launching legal ac-

tion in an international arbitration
court in Stockholm to sue the Rus-
sian shareholders for breach of fi-
duciary duty and for lost earnings.
BP also has two measures of last re-
sort: It can sell the small stake it
bought in state-controlled Rosneft
when the company had its initial
public offering in 2006, widely
seen at the time as a favor to the
Kremlin. Or it could cut its losses
and exit TNK-BP altogether.

For now, the Russian sharehold-
ers look like they are holding more
cards. Analysts say they could easily
engineer Mr. Dudley’s dismissal on
technical grounds: On Wednesday,
Russia’s state labor agency said that
the CEO could face a court case over
labor violations that could see him
barred from running a Russian com-
pany for three years.

Continued from first page

Tony Hayward

insider-stock-trading scandal.
Ms. Stewart, founder of Martha

Stewart Living Omnimedia Inc.,
served a five-month prison sen-
tence for lying about her sale of Im-
Clone shares. Mr. Waksal is ex-
pected to be released this month
from an 87-month prison sentence
for securities fraud.

The moves by Bristol and Roche il-
lustrate how traditional pharmaceuti-

cal companies,
pressured by ge-
neric competi-
tion and anemic
pipelines of con-
ventional drugs,
are eager to tap
biotech concerns
whose drugs
draw higher
prices in spe-
cialty markets
and can be mar-
keted by much

smaller sales forces.
James Cornelius, Bristol’s chief

executive, said the ImClone bid is
part of a plan to transform Bristol
into a “next-generation biopharma-
ceutical company”—essentially, a
company that focuses more on spe-
cialty and biotechnology drugs that,
at least for now, aren’t threatened by
generic competition, and are seen to
be met with more favor by both the
FDA, which approves drugs, and in-
surers and others who pay for them.

“There is a general consensus in
the industry that [the broader busi-
ness] model is broken,” Mr. Corne-
lius said in an interview. “It’s almost
impossible for the industry to return
to the profitability levels of the ’80s
and ’90s, and there will be continu-
ing pressure on the amount of re-
search and development that one
can afford, given the shrinkage of
margins that we’re all experiencing.”
 —Peter Loftus

contributed to this article.

Continued from first page

Bristol-Myers
aims to acquire
rest of ImClone

September, a time when rivals could
challenge him. The U.K. government
decamped for summer vacation this
week, with Mr. Brown going to the
genteel English seaside resort of
Southwold.

One of the few Labour politicians
to speak on the record against Mr.
Brown, Graham Stringer, a member
of Parliament, said in an interview,
“There ought to be a leadership elec-
tion with or without Gordon in it…to
get new ideas in place and to flush
out the bad feeling.”

Foreign Secretary David Miliband,
the bookmakers’ favorite to succeed
Mr. Brown, sparked talk that a con-
test for the job had begun by writing,
in an editorial published in Wednes-
day’s Guardian newspaper, that La-
bour needed a “radical new phase”
and didn’t mention Mr. Brown.

Other possible contenders in-
clude Secretary of State for Justice

Jack Straw, one of the few senior pol-
iticians who has successfully strad-
dled the governments of Mr. Brown
and his predecessor, Tony Blair;
Health Minister Alan Johnston; and
Harriet Harman, the minister for
women and equality.

All have released statements say-
ing that they stand behind Mr.
Brown.

Mr. Brown’s representatives
didn’t respond to requests for com-
ment.

A spokesman for No. 10 Downing
Street said the prime minister has al-
ready come up with policies to help
people, including additional allow-
ances for older people dealing with
increased heating costs and post-
poning increases in vehicle tax. The
prime minister is making changes
that people will see the benefits of
in the long term, such as measures
to reduce violent crime and cut hos-
pital waiting lists.

“The Prime Minister’s record as
chancellor for the last 10 years dem-
onstrates that he is well-equipped
to deal with challenges posed by the
slowing world economy,” the
spokesman said.

Gavin Hayes, general secretary
of Compass, a left-leaning think
tank whose membership includes
members of Mr. Brown’s cabinet,
says the prime minister can survive
with clear and simple populist poli-
cies. Among the policies that Com-
pass and many Labour politicians
advocate is a windfall tax on the
profits of U.K. oil and energy compa-
nies, such as BP PLC, to raise money
to help people cope with rising fuel
bills. On Wednesday, British Gas re-
ported an increase of 35% in peo-
ple’s gas bills.

In 1997, Mr. Brown, then head of
the Treasury, raised about £5 billion
($9.9 billion) with a windfall tax on
utilities—a move that went down

well with voters.
Some Labour politicians want an

increase in the tax on income of
more than £100,000 a year and to
use the added revenue to finance
tax cuts for the lowest incomes. But
many political analysts caution
against raising taxes, arguing that
the economy needs people and com-
panies spending.

It would be rare for the Labour
Party to push out its leader, and any-
one wanting to take Mr. Brown’s
place would do so when the party is
unpopular and the economy slowing.

Politicians, of course, have seen
their chances written off before.
Less than a year ago, Mr. Brown’s
Conservative Party rival, David Cam-
eron, was reported to be facing a
challenge to his party leadership.
Mr. Brown, meanwhile, was enjoy-
ing a burst of early popularity as a
new face in No. 10 and for his deft
handling of a flood and other crises.

Continued from first page

Brown has few options as Labour rivals lie in wait

Beijing tries to spiff up for Games
Authorities give tips
on dress, etiquette
with visitors arriving

Sides try to resolve TNK-BP feud
Sam Waksal

Robert Dudley
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Source: Producer official figures

Rosneft 2.02

Lukoil 1.82

TNK-BP 1.39

Surgutneftegaz 1.29

Gazprom Neft 0.65

Russian giants
Top oil producers in 2007, in millions 
of barrels per day

By Loretta Chao

BEIJING—From pollution to ter-
rorism,thelistofworriesBeijingoffi-
cialshaveto contend with is substan-
tial, with fashion now apparently
one of them.

Beijing officials have distributed
4.3 million copies of an etiquette
book outlining rules on good man-
ners and foreign customs, including
rules about what not to wear. The
guide is part of an effort by various
departments within China’s govern-
ment to clean the city up in prepara-
tion for the at least 400,000 foreign
visitors who are expected descend
on its capital for the Olympic

Games, which start Aug. 8.
Among the no-no’s: more than

three color shades in an outfit,
white socks with black shoes, and pa-
jamas and slippers in public.

“No matter what, never wear too
many colors…especially during for-
mal occasions,” the book said.
“When you wear [formal shoes], be
sure to wear socks in good condition…
socks should be a dark color—never
match black leather shoes with
white socks.”

The book, published by the
Beijing Municipal Government’s
Capital Ethic Development Office, is
part of the department’s effort to
make Beijing more “civilized,” offi-
cials said.

We’re “just taking this opportu-
nity to begin education on etiquette
to help cultivate citizens’ good man-
ners...to make significant progress
in the etiquettes and manners of
Beijing people and the images of the

city to the world,” said Zheng Mojie,
spokeswoman for the office.

Along the same lines, Beijing au-
thorities announced earlier this
year that they would step up efforts
to fine people who spit in public as
much as 50 yuan ($7.33).

Other guidelines range from the
obvious to overly specific. Public dis-
plays of affection aren’t acceptable,
for example. In a section about esca-
lators and elevators, the book said
people should place their hands on
escalator railings to avoid falling. It
then addresses a pet peeve of many
in Beijing: “When entering an eleva-
tor…let people walk out before you
enter,” it said. It goes on to say rid-
ers should look only straight ahead
and never stare at other passengers.

It also warns readers of the “Eight
Things Not to Ask” foreigners, includ-
ing their age, marital status, income,
or religious and political beliefs.

The guidelines appear some-

what stringent by many standards.
When asked about the three-color
rule, Lea Li, contributing editor to
Vogue China, said, “Lots of great de-
signer brands use more than three
colors on one shoe...it’s not about
calculation, it’s aesthetics.”

Despite higher levels of con-
sciousness in behavior and fashion,
however, there are some trends on
the streets of Beijing that Ms. Li said
are distasteful. People “stand beside
the street and roll their shirts up? do
they roll shirts up? over their bellies,
or roll their pants up to their knees.
They really look awful,” she said.

It remains to be seen how Beijing
residents will take to the guidelines,
though one Beijing high-school stu-
dent whose high school distributed
the book said she thought it inconse-
quential, stowed it away and hasn’t
seen it since.

 —Kersten Zhang and Sue Feng
contributed to this article.
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Freddie Mac ................ 18
Gas Natural SDG ...... 4,18

Gazprom ....................... 28
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General Motors ............. 5
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GMAC ............................ 5
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Groupe Danone ............. 6
HBOS ....................... 18,19
Hertie ............................ 8
Hynix Semiconductor ... 8
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IMG Worldwide ........... 27
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Kellogg .......................... 8
Lazard ......................... 26
Lehman Brothers

Holdings ................... 18
Luxottica Group ............ 8
Martha Stewart Living

Omnimedia ............... 28
MasterCard .................... 7
McKinsey & Company 26
Mediobanca ................. 17
Merisant ....................... 7
Metro ............................ 8
MillerCoors ................... 6
Mizuho Financial Group

.................................. 21
Mondi ............................ 8
Morgan Stanley .......... 26
Motorola .................. 7,18
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Ingredients ................. 7
Nestlé ............................. 6
News Corp. .............. 8,27
Nintendo ..................... 22

Nissan Motor ................. 5
Occidental Petroleum .. 10
Palamon Capital

Partners ................... 26
Palo Alto Investors ...... 1
PepsiCo .......................... 7
Philip Morris

International .............. 7
Prudential ..................... 8
Renova ......................... 28
Repsol YPF ................... 4
Resona Holdings ......... 21
Roche Holding ........... 1,8
Rosneft ....................... 28
Rothmans ...................... 7
Royal Bank of Scotland

Group ........................ 19
Royal Dutch Shell .... 4,18
SABMiller .................... 6,7
Sanofi-Aventis ......... 6,18
Schaeffler Group ........... 8
Shanghai Media Group 27
Shire .............................. 6
Siemens ........................ 8
Sumitomo Mitsui

Financial Group ........ 21
Taiwan Semiconductor

Manufacturing ........... 8
Tata Motors ................... 5
TDK ................................ 3
Telefónica ....................... 6
TNK-BP ....................... 1,9
Toyota Motor ................. 5
Unilever ..................... 6,18
Union Fenosa ............ 4,18
Viacom ........................ 27
Visa ................................ 7
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U.S. growth limps ahead
Economic stimulus,
exports provide lift;
job market weakens

Euro-zone data paint
grim picture of economy
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By Kelly Evans

And Sudeep Reddy

The U.S. economy grew modestly
in the second quarter after a weak
performance at the end of last year,
revealing a pattern of choppy growth
characterized by a weakening labor
market and financial crises that are
spooking consumers and businesses.

Economic stimulus payments to
American consumers, along with
strong export growth due to the
weak dollar, helped gross domestic
product grow at a 1.9% annualized
rate, following a low 0.9% pace in
the first quarter. The government,
in revised data, said the economy
contracted a slight 0.2% in the final
three months of 2007, raising the
prospect that a recession may have
begun during that period.

“It’s quite remarkable that we’re
still managing to get some growth,”
said Wachovia Corp. economist
Mark Vitner, “[but] the fourth quar-
ter and the first quarter of next year
are going to be very challenging.”

The employment picture contin-
ues to dim, with separate data re-
leased Thursday showing that new
claims for unemployment benefits
jumped by 44,000 last week to a sea-
sonally adjusted level of 448,000,
the highest in five years. Though spe-
cial factors boosted the count, the
underlying trend points to further
deterioration in the labor market.

The government’s July employ-
ment report, which will be released
Friday, is likely to show the seventh
consecutive month of job losses and
perhaps another rise in the unem-
ployment rate, currently at 5.5%.

The labor market is a key engine

of economic growth, and its weaken-
ing is threatening the growth out-
look into next year. Workers who
are laid off cut back on buying major
goods and services, forcing the com-
panies that make those products
and offer those services to cut their
own operations.

Job market weakness is also re-
straining wage growth, even as con-
sumer prices are on the rise. A sepa-
rate Labor Department report Thurs-
day showed that labor costs rose
0.7% during the second quarter. Com-
pared with a year earlier, employee
compensation rose 3.1% in the sec-
ond quarter, after increases of 3.3%
in each of the previous four quarters.

The decelerating wage growth,
the lowest in two years, should re-
lieve some pressure on the Federal Re-
serve to raise interest rates as infla-
tion rises sharply. Most officials are
watching wage growth closely for
signs that rising overall inflation,
driven largely by spikes in energy and
food prices, is taking root through spi-
raling wage and product prices.

The Fed’s policy committee is ex-
pected to keep its interest-rate target
unchanged at 2% when it meets on
Tuesday. For now, most officials,
while concerned about rising infla-
tion, are more worried about continu-
ing trouble in the financial sector and
its potential to weaken growth even
more, through a pullback in bank
lending. Fed officials expect growth
to be slow in the coming months be-
fore picking up next year, and as a re-
sult, many forecasters expect the Fed
will keep rates unchanged at least
through the end of this year.

But while restrained employ-
ment costs are helpful for keeping
inflation in check, stagnant wages
could further curb consumer spend-
ing in the months ahead. Consumer
spending has slowed but been sur-
prisingly resilient over the past
year; many now worry that it could
slow sharply. “It’s going to be a fru-

gal future,” said David Rosenberg,
an economist at Merrill Lynch.

The deteriorating labor market is
just one of several factors that could
threaten economic growth in the
coming months. The declining gross
domestic product in the fourth quar-
ter of 2007 suggests that a U.S. reces-
sion could have begun around the
end of last year, though the National
Bureau of Economic Research, the
nonprofit group that dates reces-
sions, will likely not issue a verdict
for many months.

“It comes down to four variables,”
Mr. Rosenberg said, that include em-
ployment, industrial production, in-
flation-adjusted personal income
and inflation-adjusted sales to manu-
facturers and retailers. “Those are
the four defining factors ... and with
all deference to GDP, all four of these
variables peaked sometime between
October and February.” Mr. Rosen-
berg said the recession likely started
in January and could continue
through the middle of next year.

The common rule of thumb for re-
cessions is two consecutive quarters
of contraction in GDP, although the
2001 recession, which lasted from
March until November of that year,
included two quarters of GDP con-
traction that weren’t consecutive.

The length and character of the
current slowdown will depend
largely on what happens to the U.S.
economy over the next six to 12
months. Growth toward the end of
this year, when the boost from the
government stimulus checks fades,
looks particularly vulnerable.

“The real risk in my opinion is
that we’re more likely to experience
recession in the second half of the
year,” said Bernard Baumohl, man-
aging director of The Economic Out-
look Group LLC in Princeton, N.J.
“The reason is that the only sector
of the economy that has kept the
U.S. out of recession has been ex-
ports ... were it not for trade, this
economy would have [already]
shrunk and been in recession.”

By Joe Parkinson

And Emma Charlton

LONDON—The run of bad news
from the euro-zone economy con-
tinued Thursday as consumer
prices hit a high and the labor mar-
ket showed signs of weakening.

Eurostat, the EU statistics
agency, reported that the flash esti-
mate for euro-zone inflation rose
to 4.1% in July from a year earlier,
up from June’s annual pace of 4%.
That is the highest level since Euro-
stat began collecting this data in
1997 and is more than twice as high
as the European Central Bank’s pre-
ferred medium-term range of “be-
low, but close to” 2%.

Separate data showed the euro
zone’s seasonally adjusted jobless
rate held steady at 7.3% in June
from May’s upwardly revised fig-
ure, but economists said hiring is
likely to slow sharply as the impact
of the global credit crunch takes its
toll on the region’s economy.

“The euro zone is living through
a summer of misery,” said Holger
Schmeiding, an economist at Bank
of America.

“A plunge in leading indicators
is forcing even the more sanguine
observers to concede that a techni-
cal recession, two consecutive quar-
ters of declining [gross domestic
product], can no longer be ruled
out,” he said.

The combination of rising
prices alongside slumping demand
and a weakening labor market has
raised recession risk in the euro
zone this summer, even as the U.S.
economy shows early signs of im-
proving health. The same combina-
tion underscores the dilemma
faced by the European Central
Bank.

ECB rate setters are concerned
that the current rate of inflation
will prompt workers in the euro
zone to push for higher wages,
which in turn could push prices up
even more.

But most economists think the
central bank will leave interest
rates on hold this year, allowing
time for the slowdown in demand
and retreating commodities prices
to whittle down inflation.

The preliminary inflation data
provided no breakdown of which
prices are rising most rapidly, but
it is likely that higher energy prices
are to blame. Economists said that
with energy prices now declining,
July’s data could mark the peak of
this inflation cycle.

“Price pressures should begin to
moderate already next month, but
a more decisive deceleration won’t
occur before the first half of next
year,” said Aurelio Maccario, an
economist at UniCredit Bank.

A breakdown of the employ-
ment data showed a marked diver-
gence between the euro zone’s core
and periphery. The jobless rate con-
tinued to rise in Ireland, Latvia and
Spain, where it hit a four-year high.
By contrast, the rate in Germany
edged down, and in France it held
steady.

But economists warned that hir-
ing in the euro zone is set to slow
significantly as the impact of slid-
ing demand and sinking confidence
hits the region.

“Over the next couple of
months, the recovery of the labor
market, which is a lagging indica-
tor of economic activity, will likely
come to an end,” said Martin Lueck,
an economist at UBS.

The euro zone’s jobless rate has
declined steadily from 9% in early
2005, as the currency bloc’s econ-
omy has strengthened. It stood at
7.4% in June of last year.
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By Rebecca Blumenstein,

Geoffrey A. Fowler

And Matthew Futterman

Beijing

I
MG WORLDWIDE Inc., the
sports-marketing power-
house, struck an exclusive
20-year deal with China’s na-
tional TV broadcaster that

gives the U.S. company the right to de-
velop and market new sports events
in one of the world’s fastest-growing
markets for televised sports.

Seeking to capitalize on the grow-
ing interest in sports here ahead of
this month’s Beijing Olympics, pri-
vately held IMG and state-run CCTV
are launching a venture that aims to
step up the commercialization of
sports in China. Financial terms
haven’t been disclosed.

The partnership intends to de-
velop sports and entertainment
events across China for broadcast
on CCTV—whose daily audience of
680 million people is the world’s
largest—and to sell sponsorship
rights to those events.

“The fundamental purpose of
the joint venture is to marry what
CCTV does in China and what IMG
does all over the world,” said Ted
Forstmann, IMG’s chairman and
chief executive.

Mr. Forstmann, a founding part-
ner of buyout firm Forstmann Little
& Co., acquired IMG in 2004. The
company, one of the world’s largest
producers and distributors of
sports, owns or manages more than
4,000 sporting and entertainment
events, such as Wimbledon and the
Australian Open. It also manages
the careers of many athletes, includ-
ing golfer Tiger Woods and tennis
player Maria Sharapova.

“If we are successful [in China],
there are going to be a whole lot of
events that exist that do not exist to-
day,” Mr. Forstmann said.

But, while potentially lucrative,
the venture represents a major leap
of faith by IMG that China will be
able to build a modern sports indus-
try to replace the rickety network of
state-run sports federations that
control most sports here, as well as
the lives of many Chinese athletes.
In the mid-1990s, IMG set up some
sports leagues in China in partner-
ship with the sports federations,
but it pulled out of the ventures in
2004 because its local partners
wanted too much money.

This time, however, China seems
intent on finding a way to extend the
sports boom inspired by the Olym-
pics. “For CCTV, this is a giant leap. It
is history-making to some extent,”
said Jiang Heping, director of CCTV
Sports and chairman of the venture,
CCTV-IMG Sports Management Co.
“The post-Olympic era is coming,
and we are looking forward to a more

market-oriented sports industry.”
CCTV televises Chinese athletes

competing in international events.
But with a few exceptions like table
tennis, most of its best sports pro-
gramming comes from outside
China, such as National Basketball
Association games.

Executives at IMG compared the
CCTV deal’s potential to a scenario
50 years ago in which a company
would have signed deals with U.S.
networks ABC, NBC and CBS to man-
age and sell sponsorship and adver-
tising for every American sport. But
though the professional sports and
sports-sponsorship businesses in
the U.S. were in their infancy in the
1950s, the country already had es-
tablished sports leagues with na-
tional and regional broadcasting
contracts, big stadiums and mil-
lions of fans.

Ahead of the Olympics, China
has built a host of new stadiums to
further its athletic ambitions. But
the Chinese Basketball Association
often plays in dingy arenas with
peeling paint.

At some of those sites, a card ta-
ble selling tea passes for a conces-
sions stand. China’s football league
has teams in many cities, but their
stadiums typically are bare-bones
affairs with rudimentary broadcast
capabilities. The best players usu-
ally leave to play abroad.

The country has no equivalent to
the professional golf, tennis or bowl-
ing circuits in the U.S. And, though
more of its citizens are using credit
cards, it is just beginning to build a
modern mass-ticketing system.

Still, sports-business experts
say the Chinese have a huge appe-
tite for sports, as evidenced by their
avid readership of sports publica-
tions and the sports sections of
daily newspapers. Lu Xiang, one of
the world’s top hurdlers, Guo
Jingjing, a leading diver, and swim-
mer Wu Peng are national heroes.

But what has been lacking is what
IMG does best: a push to commercial-
ize sports by developing events to
showcase such athletes, supported
by sponsorships and advertising on
the network that broadcasts the
event to millions of households.

China has already built a follow-
ing for basketball. CCTV signed a
landmark deal with the NBA
20 years ago to air its games. That
deal, along with the rise of Yao
Ming, the Chinese star who plays for
the Houston Rockets, has popular-
ized the sport. Last year, the NBA
formed an NBA China venture to
oversee its China business and possi-
bly to form a commercial league in
China.

With the Olympics approaching,
interest is growing in a wider range
of sports, polls show, and Chinese
authorities are moving to create
new programming to tap that inter-
est. In addition to basketball, golf
and tennis are expected to grow sig-
nificantly. But even a show on a
niche sport that attracts a fraction
of CCTV’s estimated reach of 1.2 bil-

lion people could interest advertis-
ers, IMG officials say.

The rights to broadcast IMG
sports events held outside China,
such as Wimbledon, aren’t included
in the deal with CCTV, but CCTV
could contract to buy them, said
Robert Lawrence Kuhn, an IMG part-
ner.

This isn’t the first time an inter-
national media company has at-
tempted an alliance with China’s
state-owned television industry. In
2005, efforts by News Corp. and Via-
com Inc. to form joint ventures with
Chinese broadcasters fell apart
amid a regulatory crackdown.

IMG officials said they are confi-
dent they face no such risks because
their joint venture will be an events
organizers, rather than a media com-
pany. Moreover, the programming
will appear on a CCTV channel, in-
stead of a new, jointly owned sta-
tion.

But the venture could face com-
petition from similar events compa-
nies run by other Chinese broadcast-
ers with nearly national reach, such
as Shanghai Media Group.

CCTV’s Mr. Jiang said the ven-
ture is ready to do business and re-
quires no further regulatory ap-
proval. “The post-Olympic era can
be more dynamic for the view-
ers.…They will be more enthusiastic
about sports, that is for sure.”

IMG scores a major sports deal with China
Pact with CCTV
gives firm right
to market events

Animal documentaries
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Swimmer Wu Peng is a hero in China,
where sports interest is growing.
Sports-business experts say Chinese
people have a huge appetite for sports.
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A big target
Privately held IMG and state-run CCTV are hoping to speed the
commercialization of sports in China, which lags behind the U.S. market.

*Sports market figure includes TV rights, gate revenues, sponsorships and merchandising  

Sources: CIA World Factbook; PriceWaterhouseCoopers; IMS Research

U.S. China

Population 300 million 1.3 billion

TV households, in millions (2007) 111 370

Sports market*, in millions (prelim. 2007) $51,319 $1,667
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EDF-British Energy deal expected
French firm to offer
about $24 billion;
nuclear growth likely

By Monica Houston-Waesch

FRANKFURT—The European Cen-
tral Bank Thursday said it would re-
new two three-month supplementary
refinancing operations of Œ50 billion
($78 billion) each, to build on progress
in calming money-market tensions.

The decision renews two extra
three-month operations that ma-
ture on Aug. 14 and Sept. 11, respec-
tively. The first renewal will be set-
tled on Aug. 14 and mature on Nov.
13, and the second will be settled
Sept. 11 and mature on Dec. 11.

On Wednesday, the ECB said it
would widen the scope of its dollar
tenders in conjunction with the U.S.
Federal Reserve.

By Kenneth Maxwell

TOKYO—Japanese components
maker TDK Corp. said it will buy Ger-
man electronic-parts maker Epcos
AG in a deal valued at Œ1.4 billion
($2.18 billion) as it seeks critical mass
in a sector that is crowded, but caught
in a squeeze between falling prices
and the slowing global economy.

The ambitious deal means TDK
becomes the latest cash-rich Japa-
nese company to splash out on over-
seas acquisitions to secure growth
as the domestic economy flags.

TDK, better known for the mag-
netic-tape business it sold last year,
said it will pay Œ17.85 per Epcos
share, a 52% premium on Epcos’s av-
erage closing share price over the
past three months.

“We think the [acquisition] price
is appropriate, given expected syn-
ergy and the potential of future
growth,” TDK President Takehiro
Kamigama said.

The purchase is the largest acquisi-
tion by a Japanese company in the
electronics sector so far this year and
the third biggest of all time, accord-
ing to data from Thomson Reuters.

It brings the overall price tag for
overseas acquisitions by Japanese
companies so far this year to an eye-
popping $31.5 billion, the data pro-
vider said—more than double the
amount paid out in the same period
of 2007.

Analysts said they are concerned
that TDK may be rushing into a deal
with little apparent overlap in part
because its deterioration in earn-
ings may be forcing it to seek leader-
ship in a fragmented sector popu-
lated by many midsize players.

Citing a steep slide in price and
the strength of the yen, TDK Thurs-
day reported net profit in its fiscal
first quarter ended June plunged to
4.45 billion yen ($41.2 million) from
16 billion yen a year earlier.

“Investors are wondering how
[TDK and Epcos] would create syn-
ergy,” said one Tokyo analyst.

While Epcos essentially makes
parts used in electronics system in
autos, Tokyo-based TDK is now fo-
cusing on parts that read and write
data on computer disk drives.

“It’s unclear how much growth
potential Epcos has,” the analyst
said.

TDK sales for the quarter fell
7.8% to 190.62 billion yen from
206.7 billion yen.

TDK to acquire
Germany’s Epcos
for $2.18 billion

LEADING THE NEWS

ECB will renew
two operations
for refinancing

By David Gauthier-Villars

And Dana Cimilluca

PARIS—Electricité de France SA
is expected to announce Friday a bid
for British Energy Group PLC that val-
ues the U.K. power company at £12 bil-
lion, or about $24 billion, people fa-
miliar with the matter said, in an at-
tempt by the two to reach a compro-
mise after five months of bargaining.

The French bid—which EDF’s
board sanctioned Thursday and
which was expected to be approved
by British Energy’s board later in
the day—is aimed at bridging the
gap between EDF’s conservative val-

uation of British Energy and the
growing expectations of the U.K.
company’s shareholders. There is
no guarantee the deal will be an-
nounced Friday and the timetable
could still slip, another person said.

EDF will give British Energy
shareholders a choice, the people fa-
miliar with the matter say. The
French company will give sharehold-
ers the option of tendering their
stock against a full-cash offer val-
ued at about 765 pence a share. Al-
ternatively, shareholders will have
the option of handing over their
shares in exchange for about 700
pence in cash per share, plus a certif-
icate pegged to the performance of
the company over the next 10 years.

The certificates will trade publicly
with a value of about 65 pence each at
the start. After a decade, holders will
be entitled to receive cash payment
contingent on British Energy’s out-

put and the level of power prices,
these people said. “If British Energy
shareholders believe their company
has great potential, they can retain ex-
posure by opting for the second of-
fer,” said a senior EDF official.

As talks between EDF and British
Energy intensified over the past five
months, the price became a central is-
sue. The French government kept EDF
on a tight leash for fear it would over-
pay. On the other side of the Channel,
however, British Energy shareholders
have said they remain determined to
get the best out of their asset. If the
bid goes through, EDF will sell a 25%
interest in British Energy to U.K. util-
ity Centrica PLC for about £3 billion,
the people familiar with the situation
said. This deal could be sealed as early
as Friday, one of the people added.

EDF said it would hold a press
conference Friday, but didn’t spec-
ify the topic. British Energy has said

it was in advanced discussions with
one suitor. Centrica didn’t return
calls seeking comment.

British Energy is considered a
prize asset because the government—
which holds a 35% stake in the com-
pany—has said it is willing to revive
the country’s nuclear industry. The
company owns industrial premises
on which new nuclear-power plants
could be built. Yet several suitors
dropped out of the race for British
Energy because buying the com-
pany implies taking over a fleet of
aging reactors with a weak operat-
ing track record.

EDF executives have said they be-
lieve the French company has the ex-
pertisesneededtoimproveBritishEn-
ergy’s operation. EDF, which operates
58 nuclear reactors in France, is eager
to participate in Britain’s nuclear re-
naissanceandaimstobuildfourorfive
1,600-megawatt reactorsin the U.K.
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European banks are in line
for further write-downs

European bond volume
sinks amid credit crisis
Sales drop is steeper
than in U.S., Asia;
off 27% so far in ’08

By Duncan Kerr

T HE VOLUME of debt sold by
European issuers so far this
year has declined more

sharply than volumes from U.S. and
Asian borrowers as the credit crisis
forces sales of new bonds in the re-
gion down to the lowest level in
years.

Sales of new bonds from Euro-
pean issuers have plunged 27% to
$671 billion since the start of 2008.
This compares with a 17% drop in
new sales from U.S. companies and fi-
nancial institutions over the same
period, and a 4% drop from those in
Asia, according to Thomson Reuters.

New sales from European issu-
ers are at their lowest level since
the same period in 2004, when issu-
ance amounted to $637 billion.
While U.S. volumes haven’t declined
as much as those in Europe, U.S. in-
vestment-grade-rated debt in July

nevertheless hit record monthly
lows, with sales of $21.3 billion from
31 issues, Thomson Reuters said.
That marks the lowest monthly
level by volume since July 2002 and
by number since February 1990.

The decline comes just two
months after U.S. investment-grade
volume reached $145.6 billion from
138 issues in May, according to the
research.

U.S. companies have borrowed
the most—$584 billion—in the syndi-

cated lending market so far this year
compared with their peers in Europe
and Asia, although the volume of
loans has declined 54% from last
year. Japanese companies ranked
second for the period, taking out
$148 billion in loans, followed by Aus-
tralian companies with $90 billion.

Morgan Stanley fills Europe post
www.efinancialnews.com

Palamon adds partner to London team

— NOTICE TO READERS —

The articles on this page on the
securities and investment-banking
industry are provided by Financial
News, a Dow Jones company in
London that publishes the
Financial News Web site (www.efi-
nancialnews.com) and Financial
News weekly newspaper.

New sales from
Europe issuers are at
their lowest since the
same period in ’04.

By Renée Schultes

Morgan Stanley has filled the
post of head of European equities
more than a year after the previous
incumbent departed as the bank con-
tinues to recruit in derivatives, trad-
ing and risk management during the
market downturn.

Derek Bandeen, the previous
head, left Morgan Stanley in March
2007 and joined Citigroup Inc. Luc
François, former head of equities at
Société Générale SA, who left in Jan-
uary following the French bank’s
trading scandal, will join Morgan
Stanley in September.

He will also take on the new posi-
tion of global head of equity deriva-
tives, and some of the duties of
David Russell, head of European eq-

uity trading, who is moving to Asia
to head Asian equities.

“At Morgan Stanley, Luc will help
the firm build on its considerable mo-
mentum in equity derivatives, which
is a key strategic focus for us,” a
spokesman for Morgan Stanley said.
“In addition, he will be instrumental
in driving the growth of our leading
European equities franchise.”

Morgan Stanley has continued to
hire in equity derivatives in London
this year, while other banks have
slowed recruitment.

The bank added two executive di-
rectors in equity-derivatives trad-
ing in London in June: Marc Fauvain
joined from Dresdner Kleinwort
Group Ltd. and Wissam Wazen from
HSBC Holdings PLC.

Matthew Renirie, who worked in

equity-derivatives sales to hedge
funds at Merrill Lynch & Co., will
join Morgan Stanley after the sum-
mer, a bank representative con-
firmed. The hires are being funded
by the money saved from cutting
thousands of jobs this year.

In New York, Morgan Stanley
has hired James Brown from Mer-
rill Lynch to be global head of com-
modities risk. Blake O’Dowd, a re-
structuring banker at Lazard Ltd.,
will join as head of restructuring,
and Eric Cole, former head of dis-
tressed-bond trading at Bear
Stearns, has been named co-head
of distressed sales, trading and re-
search. Thomas Wong, who ran the
Asian equity-derivatives business at
Bear Stearns in the 1990s, was named
head of proprietary trading.

Crunched
Value of global 
loan volumes, 
in billions

Source: 
Thomson 
Reuters
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By Duncan Kerr

European banks’ Tier 1 capital ra-
tios could drop between 6% and 13%
on average following an expected
round of write-downs on the lend-
ers’ structured-finance portfolios,
according to a report from ratings
company Moody’s Investors Ser-
vice, which would be a further blow
to the bloodied banking sector.

Tier 1 capital is comprised of eq-
uity, disclosed reserves and re-
tained earnings. It is a regulatory
measure of the financial strength of
a bank and is designed to protect
the institution against losses. Under
international capital-adequacy stan-
dards, at least half of the 8% of the
capital that a bank is required to set
against its risk-weighted assets
must be Tier 1, or core, capital.

The report said a cocktail of fac-
tors could force European banks to
make further write-downs in the sec-

ond quarter, including the rise in risk
premiums on U.S. subprime securi-
ties and the deterioration in the
credit quality of financial guarantors.

Moody’s said European banks
are vulnerable to greater portfolio
write-downs, which in some cases
could be “substantial,” as other fac-
tors such as falling property prices
and the worsening U.S. economic
outlook reduce the theoretical value
of the banks’ holdings, requiring the
banks to reflect the fall in mark-to-
market losses.

By Oliver Smiddy

Palamon Capital Partners LP, a
U.K. midmarket buyout firm, has
made another senior hire by appoint-
ing Jonathan Heathcote as part of
its aggressive plan to double staff
numbers over the next three years.

Mr. Heathcote joins the firm as a
partner from European Acquisition
Capital, where he was one of the
core team members and a partner.

Prior to working at EAC, he was a
senior engagement manager at man-
agement consultancy McKinsey &
Company. He began his career with
the U.K.’s Royal Marines.

He joins Palamon’s London team,
which comprises 16 investment pro-
fessionals. Palamon is aiming to
grow its investment team to more
than 40 people over the next three
years, according to investor rela-
tions director Annette Wilson.

It hired Gary Pritchard from in-
surer Catlin Group Ltd. as its chief
financial officer in May. Mr. Heath-
cote’s initial task is to develop the
firm’s investment opportunities in
the U.K. Palamon is currently invest-
ing its second pan-European buyout
fund. Palamon reshuffled its senior
team last June when one of the
firm’s co-founders and former man-
aging partner, Michael Hoffman,
was promoted to chairman.
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A
RCELORMITTAL
submitted a pro-
posal to rehabili-

tate a big steel facility
in southern Iraq,
Iraq’s Minister of In-
dustry and Minerals
Fawzi Hariri said.

The facility in Bas-
rah, Iraq’s second-big-

gest city, will require between $500 million and $1
billion to upgrade and possibly expand following
looting and damage in the aftermath of the U.S.-led
war in 2003. Luxembourg-based ArcelorMittal
wasn’t available to comment.

So far, the attention of foreign investors looking
to operate in Iraq has focused on oil companies, be-
cause of the country’s huge proven reserves.
 —Spencer Swartz

T
RAVELERS des-
tined for the
Olympics are a

top priority for Deut-
sche Lufthansa AG,
the airline said, after
it canceled 28 more
international flights as
a walkout by ground
crew entered its

fourth day. A spokeswoman said flights into Beijing
had the highest priority this weekend; the 2008
Beijing Olympics start Aug. 8.

On Thursday, the airline canceled 128 flights, or
about 6% of its total capacity. So far, though, the spokes-
woman said, no flights to Beijing have been canceled.

The Verdi union and Lufthansa also held informal
talks Thursday to try to end the strike.

—A WSJ Roundup
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Lufthansa cancels flights,
but Games stay a priority

Arcelor makes proposal
for southern Iraq facility

D
IVERSIFIED
aerospace-equip-
ment maker Saf-

ran SA said it will sell
its unprofitable mobile-
phone unit to
Sofinnova, a French
venture-capital com-
pany specialized in
high technology, as it

posted a 27% drop in first-half earnings.
Net profit fell to Œ156 million ($243 million) from

Œ215 million in the year-earlier period, chiefly be-
cause of losses at the mobile-phone unit, Sagem Mo-
bile. Revenue increased 2.8% to Œ5.06 billion.

Safran is effectively paying Sofinnova to take the
business off its hands. Sagem Mobile will be renamed
Sagem Wireless, and Safran will retain a 10% stake in
the company.  —David Pearson
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Royal Dutch Shell
Net profit, in billions

0

2

4

6

8

10

$12

2Q1Q
’08

4Q3Q2Q1Q
2007

Source: the company

Sh
el

l

By Isabel Ordonez

Exxon Mobil Corp. posted a 14%
increase in second-quarter profit,
boosted by high oil prices that
more than offset a significant drop
in production and weak refining
earnings.

The world’s largest publicly
traded oil company said its net in-
come rose to $11.68 billion, or
$2.22 a share, from $10.26 billion,
or $1.83 a share, a year earlier. Per-
share earnings were helped by Exx-
on’s continued repurchasing of its
stock. The latest quarter included
a $290 million, or five-cent-a-
share, tax charge from a Supreme
Court decision on the 1989 Valdez
oil spill.

The Texas company once again
set the standard for the highest
quarterly profit of any U.S. com-

pany, breaking its own record for
net income of $11.66 billion from
the fourth quarter.

But net income missed Wall
Street expectations. The mean esti-
mate of analysts surveyed by Thom-
son Reuters was for earnings of
$2.52 a share. Revenue increased
40% to $138.07 billion, but ana-
lysts were expecting $144.39 bil-
lion.

Exxon shares were down $2.98,
or 3.5%, to $81.40 in afternoon trad-
ing Thursday on the New York
Stock Exchange.

Record oil prices continued to
bolster Exxon’s bottom line, ex-
tending a string of profitable quar-
ters for the industry as a whole.

Exxon reported an 8% drop in
production, with the loss of Vene-
zuelan operations last year, a Nige-
rian labor strike and the effects of

production-sharing contracts ac-
counting for much of the decline.
Profit in the refining segment fell

54% as the price of gasoline and
other products didn’t keep pace
with the price of oil. Earnings in
the chemical industry were down
32%, also on margin declines.

“These results are much lower
than expected and put a lot of pres-
sure on the company’s manage-
ment to do something,” said Fadel
Gheit, an analyst with Oppenhei-
mer & Co. “They will either have to
make an acquisition or to boost
their share-buyback program.”

Exxon continued its ambitious
stock-repurchase plan, spending
$8 billion to reduce outstanding
shares by 1.7% in the quarter.

Exxon spent $7 billion on capi-
tal and exploration projects, a 38%
increase, as it looks to find more oil
and more alternatives to oil.
 —David Benoit

contributed to this article.

Exxon Mobil posts record $11.68 billion net

Shell reports 33% profit increase
Oil prices fuel jump;
capital investment
expected to rise 50%

7
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Marketplace

By Benoît Faucon

London

R OYAL DUTCH SHELL PLC
posted a 33% rise in second-
quarter net profit as the

sharp rise in oil prices more than off-
set production lost from unrest in
Nigeria and higher costs in its refin-
ing operations.

The Anglo-Dutch company, one
of the world’s largest oil majors,
also said Thursday it would plow
much of the cash into acquisitions
and new projects, announcing the
largest investment target in its his-
tory, totaling as much as $36 billion
in 2008.

The investment program—
larger than the gross domestic prod-
uct of Azerbaijan last year—follows
similar moves by other oil majors
and comes as consumers have been
blaming a lack of investment in new
production for the high oil prices.

Shell posted a net profit of

$11.56 billion, or $1.87 a share, up
from $8.67 billion, or $1.38 a share,
a year earlier.

The rise reflected how booming
oil prices have been boosted by a
range of global factors, including
tensions between Iran and the
West. They have more than offset
the continued disruptions in Shell’s
Nigerian operations, where attacks
in the restive African country cost
Shell about 195,000 barrels of oil a
day in the quarter, similar to year-
earlier levels.

The company’s revenue totaled
$131.42 billion in the quarter, up
55% from $84.9 billion.

Total oil and natural-gas produc-
tion was down 1% to 3.05 million bar-
rels of oil equivalent a day, from an
average of 3.09 million barrels of oil
equivalent a day a year earlier. The
numbers exclude Canada’s oil-sands
production.

But overall, “this is another set
of competitive earnings for Shell
shareholders. Good operating per-
formance, combined with increased
oil and gas prices, offset the impact
of weaker downstream conditions
in the second quarter,” Chief Execu-
tive Jeroen van der Veer said in a
statement.

At a news conference, the CEO
moved swiftly to fend off calls for a
windfall tax, saying the company
needed the cash to pump more
crude for oil-thirsty markets. “We
are making very large profits; I
know that. But we are making very
large investments,” Mr. van der
Veer said.

The company said net capital in-
vestment for the full year is expected

to be in the range of $35 billion to $36
billion, about 50% more than a previ-
ous forecast and the level in 2007.
The new estimates include a 5.9 bil-
lion Canadian dollar (US$5.77 billion)
takeover bid for Canadian natural-
gas producer Duvernay Oil Corp. and
recent acquisitions of exploration
sites around the world amounting to
the size of the Netherlands.

Crude-oil prices climbed

steadily through the first half of the
year, reaching a record at $147 a bar-
rel in July. More recently, prices
have been falling, with crude trad-
ing down $2.69 a barrel at $124.08
Thursday on the New York Mercan-
tile Exchange.

High oil prices also boosted earn-
ings at Italian oil company Eni SpA,
which said Thursday that second-
quarter net profit jumped 52% to
Œ3.44 billion ($5.36 billion) from
Œ2.27 billion a year earlier. The earn-
ings were also lifted by higher out-
put after a round of acquisitions.
Net sales rose 37% to Œ27.11 billion
from Œ19.78 billion.

Eni indicated that its shopping
spree, totaling more than Œ9 billion
since 2007, isn’t over as it considers
buying out a Spanish joint venture.

The Rome-based company is
looking at the equally owned natu-
ral-gas venture it has with Spain’s
Union Fenosa SA, as it holds a pre-
emptive right to it, Eni Chief Execu-
tive Paolo Scaroni said in a confer-
ence call with reporters. The Union
Fenosa gas venture accounts for
about 15% of the Spanish natural-
gas market, providing Eni with a
strategic toehold in Spain.

Spain’s Gas Natural SDG SA

agreed Wednesday to buy a large
stake in Union Fenosa and said it
would later make a bid for the rest
of the company. Eni expects to enter
talks with Gas Natural in September
over the venture, Mr. Scaroni said,
adding that the company “might
trigger” the preemptive right for
change of ownership.

Meanwhile, Spanish-Argentine
oil company Repsol YPF SA said its
second-quarter net profit rose 11%
to Œ905 million from Œ818 million a
year earlier, as high oil prices com-
pensated for exchange-rate-related
losses. Net operating income grew
19% to Œ16.73 billion.

 —Liam Moloney, Bernd Radowitz
and Alex MacDonald

contributed to this article.
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Second-quarter net
profit at Italian oil
company Eni jumped
52% to $5.36 billion.

Safran to sell mobile unit
to Sofinnova as net sinks
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 28.70 $30.81 –0.10 –0.32%
Alcoa AA 10.40 33.75 –1.09 –3.13%
AmExpress AXP 12.10 37.12 –0.42 –1.12%
AmIntlGp AIG 26.90 26.05 –0.71 –2.65%
BankAm BAC 62.60 32.90 –0.71 –2.11%
Boeing BA 9.50 61.11 –2.71 –4.25%
Caterpillar CAT 6.80 69.52 –2.55 –3.54%
Chevron CVX 13.50 84.56 –2.70 –3.09%
Citigroup C 80.90 18.69 0.20 1.08%
CocaCola KO 9.70 51.50 0.19 0.37%
Disney DIS 23.60 30.35 –1.32 –4.17%
DuPont DD 5.90 43.81 –0.46 –1.04%
ExxonMobil XOM 35.00 80.43 –3.95 –4.68%
GenElec GE 48.10 28.29 –0.68 –2.35%
GenMotor GM 20.60 11.07 –0.33 –2.89%
HewlettPk HPQ 13.40 44.80 –0.26 –0.58%
HomeDpt HD 16.20 23.83 0.09 0.38%
Intel INTC 48.80 22.19 –0.04 –0.18%
IBM IBM 5.20 127.98 –0.88 –0.68%
JPMorgChas JPM 35.10 40.63 –0.94 –2.26%
JohnsJohns JNJ 12.40 68.47 0.39 0.57%
McDonalds MCD 6.50 59.79 –0.66 –1.09%
Merck MRK 16.00 32.90 –0.07 –0.21%
Microsoft MSFT 53.90 25.72 –0.51 –1.94%
Pfizer PFE 42.80 18.67 –0.21 –1.11%
ProctGamb PG 12.90 65.48 –1.09 –1.64%
3M MMM 4.00 70.39 –0.91 –1.28%
UnitedTech UTX 6.40 63.98 –2.27 –3.43%
Verizon VZ 13.40 34.04 –0.30 –0.87%
WalMart WMT 17.50 58.62 0.06 0.10%

Dow Jones Industrial Average P/E: 76
LAST: 11378.02 t 205.67, or 1.78%

YEAR TO DATE: t 1,886.80, or 14.2%

OVER 52 WEEKS t 2,085.31, or 15.5%

 Note: Price-to-earnings ratios are for trailing 12 months
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Behind Europe’s deals: Bank revenue rankings, Global
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

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

JPMorgan $3,052 8.2% 31% 25% 34% 10%

Goldman Sachs 2,602 7.0% 33% 14% 50% 3%

Citi 2,401 6.4% 38% 28% 28% 6%

Merrill Lynch 2,284 6.1% 35% 27% 37% 2%

UBS 1,997 5.3% 30% 25% 42% 2%

Morgan Stanley 1,996 5.3% 36% 24% 35% 5%

Credit Suisse 1,769 4.7% 27% 25% 41% 6%

Deutsche Bank 1,597 4.3% 24% 29% 39% 8%

Lehman Brothers 1,551 4.2% 41% 20% 36% 3%

Source: Dealogic

Credit-default swaps: European companies
At its most basic, the pricing of credit-default swaps measures how much a buyer has to pay to purchase-and
how much a seller demands to sell-protection from default on an issuer's debt. The snapshot below gives a
sense which way the market was moving yesterday.

Showing the biggest improvement... And the most deterioration
CHANGE, in basis points CHANGE, in basis points

Yesterday Yesterday Five-day 28-day Yesterday Yesterday Five-day 28-day

Rhodia 439 –18 –25 –15 ThyssenKrupp 110 3 –13 –28

HeidelbergCement 302 –13 –41 39 ISS Glob  354 3 23 –18

Clariant 217 –12 –24 –58 Telecom Italia  129 4 5 –24

Brit Awys 335 –12 –94 –137 Eircom 164 4 1 –6

Rexam 198 –12 –12 23 Gas Nat SDG 62 4 23 12

Irish Life & Perm 210 –11 –27 –19 Rep Iceland 294 6 19 4

Wendel 488 –10 –5 3 M real  1457 9 59 311

Thomson 553 –9 –100 –87 Ineos Gp Hldgs 1174 9 –1 48

Next 255 –9 –14 –36 Fresenius 296 17 17 156

Ciba Hldg  227 –8 –14 –48 Seat Pagine Gialle 906 49 74 73

Source: Markit Group

Dow Jones Stoxx 50: Thursday’s best and worst…
Market value, Previous

in billions close, in STOCK PERFORMANCE
Company Country Industry of US$ local currency Previous session 52-week Three-year

HBOS U.K. Banks $30.2 2.91 7.10% –69.9% –67.2%

Astrazeneca U.K. Pharmaceuticals 71.2 24.68 3.26 –3.0 –5.0

France Telecom France Fixed Line Telecom 83.1 20.37 2.98 0.6 –19.6

Roche Hldg Part. Cert. Switzerland Pharmaceuticals 130.3 194.30 2.70 –8.9 8.3

Deutsche Telekom Germany Mobile Telecom 75.9 11.16 2.43 –13.3 –30.7

BT Grp U.K. Fixed Line Telecom $28.9 1.74 –11.99% –45.2 –21.0

Unilever Netherlands Food Products 47.5 17.74 –8.44 –21.2 –5.7

Sanofi-Aventis S.A. France Pharmaceuticals 92.5 45.07 –4.71 –25.6 –36.6

Lloyds TSB Grp U.K. Banks 33.0 2.95 –3.51 –47.5 –39.2

Tesco U.K. Food Retailers & Whlslrs 56.0 3.60 –3.46 –11.9 7.4

...And the rest of Europe’s blue chips
Latest, Latest,

Market value, in local STOCK PERFORMANCE Market value, in local STOCK PERFORMANCE
Company/Country (Industry) in billions (U.S) currency Latest 52-week Three-year Company/Country (Industry) in billions (U.S) currency Latest 52-week Three-year

BP 214.2 5.22 2.05% –7.4% –18.8%
U.K. (Integrated Oil & Gas)
UBS 57.0 20.38 1.70 –65.6 –56.1
Switzerland (Banks)
Siemens 112.3 78.76 1.69 –13.9 24.8
Germany (Electronic Equipment)
Royal Bk of Scot 67.7 2.12 1.56 –58.3 –54.5
U.K. (Banks)
Soc. Generale 54.5 59.84 1.41 –50.8 –27.6
France (Banks)
Deutsche Bk 49.3 59.59 1.29 –40.7 –16.0
Germany (Banks)
E.ON 127.4 122.45 1.20 5.1 67.6
Germany (Multiutilities)
Koninklijke Philips Elec 36.3 21.48 1.08 –26.4 –2.9
Netherlands (Consumer Electronics)
BHP Billiton 75.7 16.93 0.95 20.2 105.2
U.K. (General Mining)
UniCredit 80.2 3.85 0.92 –38.4 –12.1
Italy (Banks)
Barclays 53.4 3.38 0.90 –49.4 –37.9
U.K. (Banks)
Vodafone Grp 157.0 1.36 0.82 –13.1 –5.9
U.K. (Mobile Telecom)
GlaxoSmithKline 136.1 11.76 0.77 –8.1 –11.9
U.K. (Pharmaceuticals)
Banco Santander 121.8 12.48 0.73 –8.7 23.8
Spain (Banks)
Allianz SE 77.2 109.32 0.72 –30.2 4.8
Germany (Full Line Insurance)
AXA S.A. 61.1 18.99 0.66 –34.0 –13.5
France (Full Line Insurance)
ING Groep 73.0 21.01 0.50 –31.6 –15.5
Netherlands (Life Insurance)
Total S.A. 185.0 49.40 0.43 –11.9 –4.0
France (Integrated Oil & Gas)
Telefonica S.A. 124.6 16.73 0.42 –4.5 22.4
Spain (Fixed Line Telecom)
Anglo Amer 77.7 29.21 0.38 5.5 96.0
U.K. (General Mining)

BNP Paribas S.A. 90.2 63.80 0.16% –22.0% 7.2%
France (Banks)
Banca Intesa 67.0 3.62 0.14 –34.4 –9.5
Italy (Banks)
SAP 72.5 37.26 ... –6.7 6.5
Germany (Software)
Fortis 31.1 9.04 ... –62.2 –55.3
Netherlands (Banks)
Novartis 157.5 62.45 –0.16 –3.6 –0.4
Switzerland (Pharmaceuticals)
Rio Tinto 113.4 53.40 –0.26 60.1 170.0
U.K. (General Mining)
L.M. Ericsson Tel B 31.3 63.80 –0.31 –50.5 –51.5
Sweden (Telecom Equipment)
Credit Suisse Grp 59.1 52.75 –0.47 –34.5 1.0
Switzerland (Banks)
Diageo 49.4 8.81 –0.51 –12.1 12.7
U.K. (Distillers & Vintners)
GDF Suez 137.9 40.34 –0.54 19.5 ...
France (Multiutilities)
Banco Bilbao Viz 69.2 11.83 –0.59 –34.0 –13.7
Spain (Banks)
Nokia 104.6 17.65 –0.73 –20.9 35.6
Finland (Telecom Equipment)
ArcelorMittal 129.3 57.22 –0.85 22.3 ...
Luxembourg (Iron & Steel)
Nestle S.A. 172.8 46.08 –0.90 0.1 30.5
Switzerland (Food Products)
HSBC Hldgs 199.5 8.39 –0.94 –7.7 –9.1
U.K. (Banks)
BASF 60.1 40.69 –1.12 –13.3 39.3
Germany (Commodity Chemicals)
Assicurazioni Gen 49.1 22.33 –1.24 –24.1 –6.7
Italy (Full Line Insurance)
ENI 135.9 21.74 –1.36 –13.0 –7.5
Italy (Integrated Oil & Gas)
Daimler 56.2 37.33 –1.94 –43.9 –7.5
Germany (Automobiles)
Royal Dutch Shell 126.8 22.89 –2.01 –18.1 –11.1
U.K. (Integrated Oil & Gas)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

Hedge funds
Dow Jones TOTAL RETURN for rolling periods, net of fees*
Hedge Benchmark One week One month One quarter Year to date One year

Convertible Arbitrage -0.34% -2.24% -1.4% -8.0% -8.1%
Merger Arbitrage 0.21% 0.09% 1.1% 0.5% 2.2%
Event Driven 0.05% -2.34% -3.0% -2.2% -2.2%
Distressed Securities -0.02% -1.88% -2.7% -6.8% -10.5%
Equity Market Neutral 0.21% -1.06% 0.7% 0.3% 0.0%
Equity Long/Short -0.47% -4.10% 1.7% -1.9% 5.0%

*Estimates as of 07/29/08, after fees; Source: www.djhedgefundindexes.com

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

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

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average
Europe: 9/1 0.89 103.25% 0.02% 1.32 0.64 0.91

Eur. High Volatility: 9/1 1.76 103.47 0.03 2.10 1.23 1.68

Europe Crossover: 9/1 5.14 104.90 0.07 5.96 4.00 4.92

Asia ex-Japan IG: 9/1 1.34 104.96 0.03 2.10 0.85 1.33

Japan: 9/1 1.01 105.49 0.02 1.61 0.65 1.08

 Note: Data as of July 30

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

In percentage points

4.00

3.00

2.00

1.00

0

t

Japan

t

Japan High Volume

2008
Feb. Mar. April May June July

Index roll

Source: Markit Group

BLUE CHIPS & BONDS

Major players & benchmarks
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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Amid a drop in sales and negative outlook, Chrysler is considering a host of cost-cutting
moves, including alliances with foreign auto makers and early-retirement packages.

GMAC posts quarterly loss
as lease business turns sour

By Neal E. Boudette

And Jeff Bennett

Chrysler LLC is scrambling to
slash costs and line up partnerships
with foreign auto makers to shore
up its finances amid a painful down-
turn in sales and a deteriorating out-
look for the company, people famil-
iar with the matter said.

In recent weeks, the auto maker
has had discussions with Tata Mo-
tors about having the company sell
and possibly assemble Jeeps in In-
dia, these people said.

Separately, Chrysler has had
talks about leasing one of its U.S.
plants to produce cars for Italy’s
Fiat SpA, they said. Chrysler has
been exploring alliances since it was
acquired a year ago by Cerberus
Capital Management LP, and has
mapped out a deal to make trucks
for Nissan Motor Co. Both sets of
talks are preliminary and may not
lead to deals, these people said.

In the wake of the deep down-
turn in its U.S. vehicle sales in the
past few months, Cerberus has be-
come more concerned about
Chrysler’s ability to turn around on
its own and has stepped up efforts
to reach out to foreign car compa-
nies, these people said. The talks
with Tata and Fiat, news of which

were reported by Reuters on
Wednesday, are taking place in par-
allel discussions with other auto
companies, they said.

At the same time, Chrysler is tight-
ening spending and rethinking some
development projects, people close
to Chrysler said. One now under scru-
tiny is an effort to produce a new, fuel-
efficient V6 engine, they said. With
gas prices at $4 a gallon and car-buy-
ers flocking to four-cylinder models,
Chrysler is reconsidering how many
of these so-called Phoenix engines it
will need in the future, they said. The
company has plans to make the Phoe-
nix engine in three plants.

A Chrysler spokeswoman de-
clined to comment on the compa-
ny’s plans for the Phoenix engine.

At the same time Chrysler has
started exploring whether other
auto makers would be interested in
using part of a Dundee, Mich., plant
that makes four-cylinder engines,
people familiar with the matter said.

In other cost-cutting moves,
Chrysler is preparing to offer early
retirement packages for salaried em-
ployees, possibly as early as August,
people familiar with the matter
said. The offers are part of an effort
to trim its white-collar work force
by 1,000.

Chrysler chases partners
Talks with Tata, Fiat
come amid cost cuts
and a decline in sales

By Peter Sanders

Walt Disney Co. continued to
fend off the bad economy with fis-
cal-third-quarter net income that
increased 9% from a year earlier,
thanks to the continued health of
its theme parks and cable networks
and the help of one-time gains.

Disney’s parks and resorts unit
has been closely watched for signs
that it has been hit by high gasoline
prices, the housing downturn or
other elements of the sluggish econ-
omy. Yet despite a few signs of
stress, the business remained
strong, with the parks and resort
unit’s revenue up 5% to $3.04 billion.

For the quarter ended June 28,
Disney reported net income of
$1.28 billion,or66centsashare,com-
pared with $1.18billion,or 57 cents,a
year ago. Revenue increased 2% to
$9.24 billion. The results included
gains from the acquisition of the Dis-
ney Stores and the sale of Movies.
com,which contributed four cents to
thequarter’searningspershare.Ana-
lysts polled by Thomson Reuters had
expected the entertainment com-
pany to report 61 cents a share, but
their estimates didn’t include the
one-timegains.Excludingthose,Dis-
ney still narrowly beat Wall Street’s
expectations.

The company said attendance at
its U.S. resorts was off a bit from
last year because this year’s busy
Easter holiday fell during the previ-
ous quarter. At the Disneyland Re-

sort in California, both hotel occu-
pancy and per-capita spending were
down slightly from last year, but
higher nightly room rates at the ho-
tels helped offset the decline. Per-
capita spending at Walt Disney
World in Florida was up 3%, while
hotel occupancy, at 92%, was down
1% from the year-earlier period.

“We aren’t immune to the chal-
lenging economy but we continue to
be pleased with the level of business
activity we’ve seen so far,” Chief Ex-
ecutive Bob Iger told analysts.

Disney rides theme parks
to a 9% rise in net profit
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Disney’s theme parks and resorts remain
strong despite a weakened U.S. economy.
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By Sharon Terlep

Financial giant GMAC LLC re-
ported a $2.48 billion net loss for
the second quarter amid a dramatic
reversal of fortune in its auto-financ-
ing business, underscoring the deep
trouble facing U.S. auto makers and
setting the stage for General Mo-
tors Corp. to report a massive loss
of its own Friday.

A year ago, GMAC, which is owned
by GM and Cerberus Capital Manage-
ment LP, reported net income of $293
million on the strength of its auto-fi-
nancing operations. It has been rely-
ing on auto-financing profits to
soften the blow of losses in a home-
mortgage unit that has lost billions of
dollars on subprime home mort-
gages. But in the second quarter,
GMAC’s auto business lost $717 mil-
lion, mainly because high gasoline
prices have depressed the value of
used trucks and sport-utility vehicles
and turned leases on them into loss
makers. A year ago, GMAC’s auto busi-
ness had net income of $395 million.

After GMAC reported its earn-
ings, Standard & Poor’s cut its credit
rating on the lender as well as its rat-
ings on GM, Ford Motor Co. and
Chrysler LLC, and their financing
units, Ford Motor Credit and
Chrysler Financial.

The agency cut all the ratings one
notch to single-B-minus, which is six
notches below investment grade.
S&P warned it would consider fur-
ther downgrades if U.S. light-vehicle
sales drop below 14 million units this
year or next, or if higher gasoline
prices lead to an even more substan-
tial decline in light-truck demand.

During a conference call, S&P

also said it would consider down-
grading Ford and GM further if cash
levels dropped below $15 billion or
total liquidity fell below $20 billion.
On June 30, Ford’s gross cash re-
serves stood at $26.6 billion. GM had
total cash and marketable securities
of $23.2 billion on March 31.

Many auto makers—including
Toyota Motor Corp. and Nissan Mo-
tor Co. as well as the Big Three—are
racking up losses or reporting declin-
ing earnings in North America be-
cause of a steep drop in overall vehi-
cle sales in the U.S. this year. They
are also being hurt as high fuel prices
spur consumers to opt for small cars
and to shun trucks, which the car
companies depend on for big profits.

As a result, auto leasing has
turned into a trouble spot. In leasing
deals, companies such as GMAC buy
cars and essentially rent them to cus-
tomers. After the leases expire, they
sell the vehicles as used. Used trucks
and SUVs now sell for so little the leas-
ing companies lose money on them.

GMAC’s auto-financing loss in-
cluded a write-down of $716 million
related to unprofitable leases. The
company said it recovered only 75%
of the expected returns from SUV
leases in June. Earnings in its home-
mortgage unit, ResCap, also wors-
ened, rising to a net loss of $1.86 bil-
lion, compared with a loss of $254 mil-
lion in the same quarter a year ago.

GMAC’s loss suggests GM had a
dismal second quarter. The same eco-
nomic conditions weighing on
GMAC—plunging home values,
shaky consumer confidence, a credit
crunch and sinking U.S. auto sales—
willweigh on GM’s financial results.
 —Neal E. Boudette

contributed to this article.

Time to rewrite the
private equity playbook

Your business has changed.
Now, so has the way you do business.

Dow Jones Private Equity Source
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

2.64% 13 World -a % % 260.59 –0.21% –12.1% 9.14% 6 Stoxx Select Dividend 30 1679.70 –0.27% –47.6% 2242.83 0.02% –40.3%

2.63% 13 Stoxx Global 1800 217.30 –0.64% –23.1% 253.84 –0.11% –12.1% 5.11% 7 Euro Stoxx Select Div 30 2164.80 0.29% –34.6% 2901.78 0.58% –25.4%

3.41% 11 Stoxx 600 283.80 –0.09% –24.7% 330.66 0.20% –14.1% 4.90% 14 U.S. Select Dividend -b % % 700.80 –0.51% –21.3%

3.52% 11 Stoxx Large 200 306.60 –0.02% –23.7% 355.40 0.27% –12.9% 9.51% 11 Australia LPT -b, c 1527.10 –1.70% –33.8% % %

2.83% 12 Stoxx Mid 200 250.60 –0.34% –28.8% 290.40 –0.05% –18.7% 3.11% 12 Sustainability 896.70 –0.56% –23.5% 1184.03 –0.03% –12.4%

3.04% 11 Stoxx Small 200 157.40 –0.55% –29.6% 182.33 –0.27% –19.7% 2.03% 15 Islamic Market -a % % 2190.43 –0.13% –4.8%

2.27% 14 Stoxx Growth 1376.20 –0.02% –19.2% 1888.77 0.27% –7.8% 2.38% 14 Islamic Market 100 1735.80 –0.45% –17.6% 2323.37 0.08% –5.7%

4.59% 9 Stoxx Value 1269.50 –0.12% –27.3% 1743.14 0.17% –17.0% 4.76% 8 Islamic Turkey -c 2958.00 4.08% –0.4% % %

3.28% 11 Euro Stoxx 315.80 –0.07% –23.8% 368.04 0.22% –13.1% 5.88% 19 Bahrain -c 237.40 0.14% 8.0% % %

3.39% 11 Euro Stoxx Large 200 339.50 0.02% –23.4% 393.18 0.31% –12.6% 2.03% 18 Wilshire 5000 % % 13045.10 –0.44% –12.0%

2.76% 12 Euro Stoxx Mid 200 285.30 –0.47% –24.5% 330.22 –0.18% –13.8% % DJ-AIG Commodity 181.00 –0.73% 5.5% 205.05 –0.44% 20.3%

2.83% 11 Euro Stoxx Small 200 171.40 –0.62% –27.5% 198.34 –0.33% –17.3% % Euro Currency 124.90 % 10.5% % %

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

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 1.0623 2.1039 1.0137 0.1755 0.0453 0.2070 0.0098 0.3044 1.6575 0.2222 1.0358 ...

 Canada 1.0256 2.0313 0.9787 0.1695 0.0438 0.1998 0.0095 0.2939 1.6002 0.2145 ... 0.9654

 Denmark 4.7816 9.4702 4.5628 0.7901 0.2041 0.9316 0.0442 1.3702 7.4605 ... 4.6622 4.5012

 Euro 0.6409 1.2694 0.6116 0.1059 0.0274 0.1249 0.0059 0.1837 ... 0.1340 0.6249 0.6033

 Israel 3.4897 6.9115 3.3300 0.5767 0.1489 0.6799 0.0323 ... 5.4448 0.7298 3.4026 3.2850

 Japan 108.0800 214.0578 103.1347 17.8597 4.6125 21.0576 ... 30.9711 168.6318 22.6033 105.3822 101.7411

 Norway 5.1326 10.1654 4.8978 0.8481 0.2190 ... 0.0475 1.4708 8.0081 1.0734 5.0045 4.8316

 Russia 23.4318 46.4079 22.3597 3.8720 ... 4.5653 0.2168 6.7146 36.5595 4.9004 22.8469 22.0575

 Sweden 6.0516 11.9855 5.7747 ... 0.2583 1.1791 0.0560 1.7341 9.4420 1.2656 5.9005 5.6967

 Switzerland 1.0480 2.0755 ... 0.1732 0.0447 0.2042 0.0097 0.3003 1.6351 0.2192 1.0218 0.9865

 U.K. 0.5049 ... 0.4818 0.0834 0.0215 0.0984 0.0047 0.1447 0.7878 0.1056 0.4923 0.4753

 U.S. ... 1.9806 0.9542 0.1652 0.0427 0.1948 0.0093 0.2866 1.5602 0.2091 0.9750 0.9413

Source: Thomson Reuters via WSJ Market Data Group

Reuters Group PLC is the primary data provider for several statistical tables in The Wall Street Journal, including foreign stock quotations, futures and futures
options prices, and foreign exchange tables. Reuters real-time data feeds are used to calculate various Dow Jones Indexes.

WSJ.com

Commodities Prices of futures contracts with the most open interest
EXCHANGE LEGEND: CBOT: Chicago Board of Trade; CME: Chicago Mercantile Exchange; ICE-US: ICE Futures U.S.MDEX: Bursa Malaysia
Derivatives Berhad; LIFFE: London International Financial Futures Exchange; COMEX: Commodity Exchange; LME: London Metals Exchange;
NYMEX: New York Mercantile Exchange;ICE-EU: ICE Futures Europe

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

Corn (cents/bu.) CBOT 607.50 –13.75 –2.21% 799.25 258.50
Soybeans (cents/bu.) CBOT 1404.00 –1.00 –0.07 1,636.75 622.00
Wheat (cents/bu.) CBOT 783.75 –4.00 –0.51 1,278.00 499.00
Live cattle (cents/lb.) CME 106.300 0.150 0.14% 113.200 96.200
Cocoa ($/ton) ICE-US 2,858 50 1.78 3,290 1,818
Coffee (cents/lb.) ICE-US 139.35 1.80 1.31 176.05 120.75
Sugar (cents/lb.) ICE-US 13.93 0.53 3.96 15.43 9.72
Cotton (cents/lb.) ICE-US 74.50 0.18 0.24 98.45 59.20
Crude palm oil (ringgit/ton) MDEX 3,050.00 58 1.94 3,741 2,861
Cocoa (pounds/ton) LIFFE 1,518 19 1.27 1,748 931
Robusta coffee ($/ton) LIFFE 2,408 23 0.96 2,840 1,488

Copper (cents/lb.) COMEX 366.15 1.55 0.43 422.00 276.00
Gold ($/troy oz.) COMEX 922.70 10.40 1.14 1,048.00 437.00
Silver (cents/troy oz.) COMEX 1779.00 32.50 1.86 2,132.00 1,241.50
Aluminum ($/ton) LME 2,980.00 21.00 0.71 3,340.00 2,375.00
Tin ($/ton) LME 22,500.00 150.00 0.67 25,450 13,525
Copper ($/ton) LME 8,070.00 213.00 2.71 8,811.00 6,335.00
Lead ($/ton) LME 2,210.00 –15.00 –0.67 3,875.00 1,564.00
Zinc ($/ton) LME 1,915.00 48.00 2.57 3,535.00 1,761.00
Nickel ($/ton) LME 18,775 425 2.32 34,050 18,330

Crude oil ($/bbl.) NYMEX 124.08 –2.69 –2.12 147.90 66.86
Heating oil ($/gal.) NYMEX 3.4593 –0.0865 –2.44 4.1919 1.8600
RBOB gasoline ($/gal.) NYMEX 3.0709 –0.0690 –2.20 3.6503 1.9600
Natural gas ($/mmBtu) NYMEX 9.119 –0.129 –1.39 13.752 4.600
Brent crude ($/bbl.) ICE-EU 125.11 –3.00 –2.34 148.99 74.80
Gas oil ($/ton) ICE-EU 1,131.75 –3.50 –0.31 1,347.25 595.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on July 31
Per In

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

Argentina peso-a 4.7256 0.2116 3.0288 0.3302

Brazil real 2.4449 0.4090 1.5670 0.6382
Canada dollar 1.6002 0.6249 1.0256 0.9750

1-mo. forward 1.6009 0.6247 1.0260 0.9746
3-mos. forward 1.6018 0.6243 1.0267 0.9740
6-mos. forward 1.6025 0.6240 1.0271 0.9736

Chile peso 789.72 0.001266 506.15 0.001976
Colombia peso 2803.93 0.0003566 1797.10 0.0005565
Ecuador US dollar-f 1.5602 0.6409 1 1
Mexico peso-a 15.6532 0.0639 10.0325 0.0997
Peru sol 4.3944 0.2276 2.8165 0.3551
Uruguay peso-e 29.957 0.0334 19.200 0.0521
U.S. dollar 1.5602 0.6409 1 1
Venezuela bolivar 3350.32 0.000298 2147.30 0.000466

ASIA-PACIFIC
Australia dollar 1.6575 0.6033 1.0623 0.9414
China yuan 10.6592 0.0938 6.8318 0.1464
Hong Kong dollar 12.1736 0.0821 7.8024 0.1282
India rupee 66.285 0.0151 42.484 0.0235
Indonesia rupiah 14190 0.0000705 9095 0.0001100
Japan yen 168.63 0.005930 108.08 0.009252

1-mo. forward 168.34 0.005940 107.89 0.009269
3-mos. forward 167.73 0.005962 107.50 0.009302
6-mos. forward 166.76 0.005997 106.88 0.009356

Malaysia ringgit-c 5.0802 0.1968 3.2560 0.3071
New Zealand dollar 2.1308 0.4693 1.3657 0.7323
Pakistan rupee 111.207 0.0090 71.275 0.0140
Philippines peso 68.986 0.0145 44.215 0.0226
Singapore dollar 2.1350 0.4684 1.3684 0.7308
South Korea won 1579.05 0.0006333 1012.05 0.0009881
Taiwan dollar 47.792 0.02092 30.631 0.03265
Thailand baht 52.253 0.01914 33.490 0.02986

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

Euro zone euro 1 1 0.6409 1.5603
1-mo. forward 1.0016 0.9984 0.6420 1.5577
3-mos. forward 1.0049 0.9952 0.6440 1.5527
6-mos. forward 1.0096 0.9905 0.6471 1.5454

Czech Rep. koruna-b 23.942 0.0418 15.345 0.0652
Denmark krone 7.4605 0.1340 4.7816 0.2091
Hungary forint 232.20 0.004307 148.82 0.006720
Malta lira 0.4571 2.1879 0.2929 3.4137
Norway krone 8.0081 0.1249 5.1326 0.1948
Poland zloty 3.2086 0.3117 2.0565 0.4863
Russia ruble-d 36.559 0.02735 23.432 0.04268
Slovak Rep. koruna 30.3687 0.03293 19.4640 0.05138
Sweden krona 9.4420 0.1059 6.0516 0.1652
Switzerland franc 1.6351 0.6116 1.0480 0.9542

1-mo. forward 1.6346 0.6118 1.0476 0.9545
3-mos. forward 1.6339 0.6120 1.0472 0.9549
6-mos. forward 1.6324 0.6126 1.0462 0.9558

Turkey lira 1.8060 0.5537 1.1575 0.8639
U.K. pound 0.7878 1.2694 0.5049 1.9806

1-mo. forward 0.7896 1.2665 0.5061 1.9760
3-mos. forward 0.7932 1.2608 0.5084 1.9671
6-mos. forward 0.7983 1.2526 0.5117 1.9544

MIDDLE EAST/AFRICA
Bahrain dinar 0.5882 1.7001 0.3770 2.6525
Egypt pound-a 8.2822 0.1207 5.3083 0.1884
Israel shekel 5.4448 0.1837 3.4897 0.2866
Jordan dinar 1.1038 0.9060 0.7075 1.4135
Kuwait dinar 0.4148 2.4110 0.2658 3.7618
Lebanon pound 2345.06 0.0004264 1503.00 0.0006653
Saudi Arabia riyal 5.8513 0.1709 3.7503 0.2666
South Africa rand 11.4039 0.0877 7.3090 0.1368
United Arab dirham 5.7307 0.1745 3.6730 0.2723
SDR -f 0.9626 1.0389 0.6169 1.6209

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

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

 11 EUROPE DJ Stoxx 600 283.76 –0.24 –0.08% –22.2% –24.7%

 11 DJ Stoxx 50 2881.35 –1.12 –0.04 –21.8% –23.6%

 11 Euro Zone DJ Euro Stoxx 315.84 –0.23 –0.07 –23.9% –23.8%

 10 DJ Euro Stoxx 50 3367.82 0.49 0.01% –23.5% –21.5%

 11 Austria ATX 3659.74 17.95 0.49 –18.9% –21.7%

 9 Belgium Bel-20 2994.38 –35.87 –1.18 –27.5% –30.8%

 14 Czech Republic PX 1471.8 –2.2 –0.15 –18.9% –16.8%

 14 Denmark OMX Copenhagen 386.95 3.00 0.78 –13.8% –19.2%

 12 Finland OMX Helsinki 8480.36 2.92 0.03 –26.9% –25.3%

 10 France CAC-40 4392.36 –8.19 –0.19 –21.8% –22.7%

 11 Germany DAX 6479.56 19.44 0.30 –19.7% –14.0%

 … Hungary BUX 22209.14 –302.11 –1.34 –15.3% –23.4%

 5 Ireland ISEQ 4371.62 –70.24 –1.58 –37.0% –49.7%

 9 Italy S&P/MIB 28331 –84 –0.30 –26.5% –28.7%

 6 Netherlands AEX 399.95 –4.44 –1.10 –22.5% –24.2%

 9 Norway All-Shares 494.33 8.14 1.67 –13.3% –12.5%

 17 Poland WIG 42405.83 –10.53 –0.02 –23.8% –32.1%

 12 Portugal PSI 20 8496.58 35.69 0.42 –34.7% –36.0%

 … Russia RTSI 1966.68 17.65 0.91% –14.1% 0.5%

 10 Spain IBEX 35 11881.3 63.4 0.54 –21.7% –19.1%

 15 Sweden OMX Stockholm 276.69 0.19 0.07 –21.4% –30.9%

 13 Switzerland SMI 7141.21 32.30 0.45 –15.8% –18.6%

 … Turkey ISE National 100 42200.75 858.45 2.08 –24.0% –17.9%

 9 U.K. FTSE 100 5411.9 –8.8 –0.16% –16.2% –14.1%

 14 ASIA-PACIFIC DJ Asia-Pacific 136.09 0.31 0.23 –13.9% –13.5%

 … Australia SPX/ASX 200 4977.4 40.7 0.82 –21.5% –17.2%

 … China CBN 600 22589.82 –657.82 –2.83 –45.5% –34.9%

 13 Hong Kong Hang Seng 22731.10 40.50 0.18 –18.3% 1.3%

 10 India Sensex 14355.75 68.54 0.48 –29.2% –4.2%

 … Japan Nikkei Stock Average 13376.81 9.02 0.07 –12.6% –21.2%

 … Singapore Straits Times 2929.65 4.15 0.14 –15.5% –12.9%

 11 South Korea Kospi 1594.67 16.97 1.08 –15.9% –13.9%

 14 AMERICAS DJ Americas 335.71 –2.12 –0.63 –10.9% –9.9%

 … Brazil Bovespa 59783.09 –214.55 –0.36 –6.4% 10.1%

 14 Mexico IPC 27510.76 36.72 0.13 –6.9% –9.8%

*P/E ratios use trailing 12-months, as-reported earnings
Note: Americas index data are as of 3:00 p.m. ET. Sources: Thomson Reuters; WSJ Market Data Group

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of July 30, 2008

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.80% 14 ALL COUNTRY (AC) WORLD* 347.48 1.68%–13.8% –13.1%

2.90% 14 World (Developed Markets) 1,374.93 1.60%–13.5% –14.2%

2.60% 15 World ex-EMU 158.80 1.73%–12.2% –13.8%

2.70% 15 World ex-UK 1,362.88 1.58%–13.1% –13.5%

3.60% 12 EAFE 1,899.13 1.36%–15.7% –16.1%

2.30% 14 Emerging Markets (EM) 1,038.96 2.28%–16.6% –2.0%

4.10% 11 EUROPE 99.26 1.56%–22.1% –27.7%

4.20% 10 EMU 226.49 0.97%–19.0% –16.0%

4.00% 11 Europe ex-UK 108.47 1.34%–22.2% –26.3%

5.60% 8 Europe Value 112.11 1.55%–26.0% –34.2%

2.70% 14 Europe Growth 85.47 1.57%–18.2% –21.0%

3.20% 12 Europe Small Cap 168.13 1.92%–21.9% –35.1%

2.00% 11 EM Europe 379.12 3.69%–21.2% –10.8%

4.30% 10 UK 1,605.84 1.87%–16.4% –18.8%

3.50% 12 Nordic Countries 161.53 1.91%–21.7% –25.9%

1.20% 12 Russia 1,200.01 2.99%–20.1% 1.0%

2.90% 15 South Africa 683.39 2.35% –4.2% –1.7%

3.10% 13 AC ASIA PACIFIC EX-JAPAN 415.31 1.38%–21.6% –10.4%

1.80% 16 Japan 821.83 1.57%–12.6% –26.8%

2.10% 16 China 63.32 2.00%–25.8% 0.4%

1.10% 16 India 571.57 3.87%–33.2% –4.5%

1.90% 11 Korea 430.49 0.95%–16.7% –8.3%

4.40% 13 Taiwan 270.38 1.03%–19.0% –23.2%

2.10% 18 US BROAD MARKET 1,412.59 1.58%–11.4% –13.8%

1.50% 32 US Small Cap 1,847.22 0.70% –6.9% –14.3%

2.00% 15 EM LATIN AMERICA 4,378.11 3.52% –0.5% 16.6%

*Twenty-three developed and 26 emerging markets Source: MSCI Barra

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today

24 FRIDAY - SUNDAY, AUGUST 1 - 3, 2008 T H E WA L L ST R E ET JOU R NA L .



SABMiller posts weak sales
on slowing global demand

Telecoms dial up revenue
FT, Telefónica boast
growth even as net
moves sharply lower

By Elena Berton

Sanofi-Aventis SA reported
lower quarterly earnings and
sales, hit by the weakness of the
U.S. dollar, and said some drugs
have been withdrawn from trials.

Meanwhile, for rival AstraZen-
eca PLC, which reports its results
in dollars, the currency’s weak-
ness proved a boon. Its quarterly
net profit was up 14%, also helped
by strong sales of the cholesterol
drug Crestor.

France-based Sanofi-Aventis
said second-quarter profit fell 10%
to Œ1.01 billion ($1.57 billion) from
Œ1.13 billion a year earlier.

Total sales fell 3.6% to Œ6.69 bil-
lion as negative effects from the
weak dollar offset growth in sales
of the blood thinners Lovenox and
Plavix, the diabetes treatment Lan-
tus and vaccines.

Sales of Lovenox, the compa-
ny’s top-selling drug, grew moder-
ately to Œ637 million, slowed down
by wholesaler stocking in the U.S.
and product shortages in Europe.

Shares in Sanofi-Aventis were
down Œ2.23, or 4.7%, to Œ45.07 on
Thursday. The drop came despite
the fact that the company slightly
raised its full-year earnings fore-
cast thanks to cost cuts. It said it
now expects adjusted earnings per
share to rise about 8% in 2008, up
from a previous outlook of 7%.

Turning to its pipeline of experi-
mental drugs, Sanofi-Aventis said
it filed for the heart treatment Mul-

taq with regulators in the U.S. and
Europe at the end of June, after a
recent study suggested Multaq can
reduce the risk of death in patients
with a heart condition known as
atrial fibrillation, or irregular
heartbeat. The drug maker previ-
ously said it planned to resubmit
the drug, which the U.S. Food and
Drug Administration rejected in
2006, by the end of September.

However, two antidepressants—
amibegron and SSR149415—and
two cardiovascular drugs were dis-
continued. Sanofi-Aventis said the

decision to submit another antide-
pressant, saredutant, to regula-
tors will depend on the results of
two studies, due to be completed
in the first half of 2009.

Deutsche Bank analyst Michael
Leuchten said that while the dis-
continued products account for
only about 1% of his revenue fore-
casts for 2012, as more late-stage
drugs are discontinued, the com-
ing patent loss of Sanofi-Aventis’s
blockbuster products is turning
more threatening.

In contrast to Sanofi-Aventis’s

lackluster earnings, U.K.-based As-
traZeneca said net profit in-
creased to $1.62 billion in the sec-
ond quarter from $1.43 billion a
year earlier.

Total sales were up 9.4% to
$7.96 billion, as growth of 35% in
Crestor sales to $916 million offset
a weaker performance of the top-
selling heartburn drug Nexium.

AstraZeneca raised its 2008
forecast for core earnings per
share by 15 cents, to a range of
$4.60 to $4.90, partly because of
the benefits brought by the
weaker dollar. Core earnings ex-
clude restructuring costs and
charges related to last year’s pur-
chase of the U.S. biotech company
MedImmune.

The company’s stock was up
3.3% to £24.68 ($48.90).

Smaller U.K. drug maker Shire
Ltd. reported a narrower second-
quarter net loss of $79 million,
compared with a loss of $1.81 bil-
lion a year earlier, as sales rose
35% to $776 million from $574.9
million. The company was still in
the red because of acquisition-re-
lated charges.

Shire said sales were boosted
by recently launched products—
such as Lialda, a treatment for ul-
cerative colitis, and the genetic
therapy Elaprase—as well as the
flagship hyperactivity drug Adder-
all XR. The company said it ex-
pects full-year sales growth of at
least 20%, up from a previous fore-
cast of mid- to high-teens growth.

Sanofi’s profit and sales decline

By Aaron O. Patrick

For at least six months, Unilever
has been steeply raising its prices on
food, shampoo and other items. Con-
sumers are starting to push back.

The consumer-goods giant
Thursday reported that the number
of products it sold slipped 0.5% in
the second quarter from a year ear-
lier. Unilever raised the av-
erage price of its thousands
of products 7.4% during the
quarter, driving many cus-
tomers away.

While the price in-
creases helped compensate
for the lower sales volumes
and kept up the company’s
overall revenue, investors
are worried the decline
could mean the company is
slipping after years of pain-
ful restructuring. Unilever
shares fell 8.1% to £13.88 ($27.50) in
London trading Thursday. Based in
London and Rotterdam, Unilever
makes such products as Lux soap,
Hellmann’s mayonnaise and Ben &
Jerry’s ice cream.

Second-quarter net profit fell
21% to Œ909 million ($1.42 billion)
from Œ1.14 billion a year earlier on
currency changes and asset sales.
The result was in line with analysts’
forecasts. Revenue fell 1% to Œ10.4
billion from Œ10.5 billion.

Chief Executive Patrick Cescau
said the company’s strategy of focus-
ing on developing markets, paring
its portfolio and introducing health-
ier foods is working. He said he
didn’t plan to make any major
changes, including reversing price
increases, although he may be
“tweaking a little bit of tactics.”

The company may introduce
cheaper lines and look for ways to

lower its costs on products.
For example, making more
low-fat margarines re-
quires less vegetable oil, re-
moving a major cost. “We
help you with your diet, and
you help us with our mar-
gins,” Mr. Cescau said.

Like other big Euro-
pean food companies, in-
cluding Cadbury PLC,
Groupe Danone SA and
Nestlé SA, Unilever has
passed on higher commod-

ity prices to consumers. But it
seems to have been punished more
severely. In the second quarter, yo-
gurt maker Danone increased
prices around 6% and still sold more
products, with sales by volume ris-
ing 2%. Some analysts say Unilever
is in a tougher position than its ri-
vals because of its heavy use of plas-
tic, which is made from oil prod-
ucts, and rapeseed, sunflower and
palm oil, which are rising faster
than many other commodities.

Unilever’s earnings fall
as price rises hurt sales

Corporate News

Telecom sector
Year-to-date performance of France 
Télécom vs. the Dow Jones Stoxx 
600 telecom index

Source: Thomson Reuters Datastream
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AstraZeneca raised
its 2008 forecast for
core earnings per
share by 15 cents.

Patrick Cescau

CORPORATE NEWS

Calorie wars
Pepsi again challenges
Coke, this time with a new
natural sweetener > Page 7

By Jethro Mullen

And Jason Sinclair

France Télécom SA and
Telefónica SA on Thursday gave
some solace to the European tele-
communications sector as both com-
panies reported steady revenue
growth in spite of significant drops
in earnings due to year-earlier gains.

The French company said first-
half net profit fell 19% to Œ2.68 bil-
lion ($4.17 billion) from Œ3.31 billion
a year earlier, when it had benefited
from deferred tax assets in France
and a change in the income-tax rate
in the U.K.

Its revenue for the latest period
rose 1.5% to Œ26.30 billion, compel-
ling the company to announce it will
pay its first interim dividend in Sep-
tember.

At Telefónica, second-quarter
net sank 20% to Œ2.06 billion from
Œ2.57 billion, while revenue in-
creased 1.2% to Œ14.25 billion. Last
year’s earnings were boosted by the
sale of U.K. radio operator Airwave,
from which it gained a total of Œ1.3
billion in 2007.

The French and Spanish telecom-
munications markets were under
scrutiny by investors after being sin-
gled out as weak spots last week,
when U.K. mobile company
Vodafone Group PLC forecast full-
year revenue at the low end of its
previous outlook.

However, France Télécom,
whose operations stretch from the
U.K. to Madagascar, still expects rev-
enue to grow 2% to 3% in 2008 on a

like-for-like basis—despite an ex-
pected second-half slowdown in
some markets, said Chief Financial
Officer Gervais Pellissier. The com-
pany also said it will pay an interim
ordinary dividend of 60 European
cents a share on Sept. 11—a practice
it said it will continue every year
from now on.

Investors responded favorably
to the results and dividend pledge
and France Télécom shares rose 3%,
or 59 cents, to Œ20.37 in Paris, as the
CAC-40 index declined.

Shares in Madrid-based
Telefónica, Spain’s largest telecom
company, firmed seven cents to
Œ16.73, after losing 5.6% of their
value in a single day last week, when
Vodafone reported a steep decline
in mobile revenue in Spain.

Telefónica avoided a significant
slowdown, with mobile-service rev-
enue up 0.5% to Œ2.13 billion, exclud-
ing handset sales. Total revenue in
Spain rose 0.8% to Œ5.20 billion. But
in the U.K., another major market,
total revenue fell 4.8% to Œ1.74 bil-

lion.
The company is undergoing a re-

structuring program as it makes
cuts in its shrinking domestic wire-
line business and refocuses on mo-
bile telephony and high-speed Inter-
net. By the end of June, Telefónica
had 182.7 million world-wide mo-
bile customers—54% more than a
year earlier. Brazil, Mexico, Peru
and Germany were the countries
that picked up the most new mobile
clients, the company said.

The total number of broadband
customers rose 25% to 11.5 million
as the company moved current In-
ternet users to high-speed connec-
tions and added new ones.
Telefónica said it had 245.1 million
customers world-wide at the end of
June, 15% more than a year earlier.

U.K.-based BT Group PLC also re-
ported earnings on Thursday, say-
ing net in its fiscal first-quarter
ended June 30 sagged 35% to £397
million ($786.6 million) from £607
million a year earlier—largely the re-
sult of the company’s share-buy-
back program. Revenue increased
2.9% to £5.18 billion.

However, BT also said that free-
cash outflow had soared to £734 mil-
lion from £152 million a year earlier,
and that its pension deficit as of
June 30 was £600 million, including
tax, compared with a surplus of £2
billion at the end of March. The com-
pany warned that margins on earn-
ings before interest, taxes, deprecia-
tion and amortization in its BT Glo-
bal Services, one of its key busi-
nesses “may fall slightly in
2008/2009 in part due to currency
movements.”

BT shares tumbled 12% to 173.90
pence in London, while the
FTSE-100 index eased.
 —Erica Herrero-Martinez

contributed to this article.
By David Kesmodel

Beer giant SABMiller PLC re-
ported weaker sales in its fiscal first
quarter, hurt by the shaky U.S. econ-
omy and slowing demand in other
markets.

SABMiller, the world’s largest
brewer by volume, said world-wide
beer shipments fell 1.6% in the quar-
ter ended June 30, excluding sales
at brewers acquired within the past
year. A year earlier, the London beer
maker posted 13% volume growth.

Shares of SABMiller fell 54 pence
in London to £10.49 ($20.84).

Sales volume at Miller Brewing,
the company’s U.S. arm, slid 2%, in-
cluding a 1.6% decline for flagship
brand Miller Lite.

Sales volume in China fell 5%, re-
flecting lower demand because of
significant price increases, as well
as the Sichuan earthquake in May.
Volumes fell 10% in the Czech Repub-
lic and 4% in Colombia as higher
prices curbed demand. Beer makers
have been raising prices to offset
higher costs for raw materials such
as barley and glass.

SABMiller, the brewer of Pilsner
Urquell, Grolsch and Cristal, did not
release profit figures. The brewer
only reports those numbers at the
end of each half-year.

The company’s U.S. arm contin-
ues to face “a difficult economic en-
vironment,” and consumer spend-
ing has been weak in the Midwest, a
stronghold for the brewer, said Mill-
erCoors LLC spokesman Julian
Green. Miller’s U.S. unit merged
with that of Molson Coors Brewing
Co. on June 30, forming MillerCo-
ors.

One problem SABMiller faced in

the latest quarter is that its so-
called economy brands, such as Mil-
waukee’s Best Light, aren’t as popu-
lar as Anheuser Busch Cos.’ Busch
Light and Natural Light products,
said Benj Steinman, editor of indus-
try newsletter Beer Marketer’s In-
sights. Such brands carry greater
importance in an economic down-
turn.

The softer U.S. economy has
crimped sales of wine and spirits, as
well as beer, this year. Total alcohol
sales, by volume, rose 1.3% in U.S.
food, drug and mass-merchandise
outlets through July 13, according
to market-research firm Informa-
tion Resources Inc. That compares
with an increase of about 1.9% for all
of 2007. The data exclude sales at
Wal-Mart Stores Inc., which
doesn’t provide its figures to re-
search firms.

Total U.S. beer shipments rose
0.9% in the first half of this year, ac-
cording to the Beer Institute, an in-
dustry trade group.

6 FRIDAY - SUNDAY, AUGUST 1 - 3, 2008 T H E WA L L ST R E ET JOU R NA L .

PF (LUX)-Digital Comm-Pca OT EQ LUX 07/30 USD 108.75 –20.5 –10.1 7.3
PF (LUX)-East Eu-Pca EU EQ LUX 07/30 EUR 375.03 –27.0 –20.2 1.0
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 07/31 USD 181.93 –21.2 –9.6 15.7
PF (LUX)-Emg Mkts-Pca GL EQ LUX 07/31 USD 597.37 –18.6 –8.8 15.5
PF (LUX)-Eu Indx-Pca EU EQ LUX 07/30 EUR 108.98 –20.2 –21.2 –4.4
PF (LUX)-EUR Bds-Pca EU BD LUX 07/30 EUR 357.84 –1.0 –1.2 –0.8
PF (LUX)-EUR Bds-Pdi EU BD LUX 07/30 EUR 281.02 –1.0 –1.2 –0.8
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 07/30 EUR 129.60 –1.2 –1.3 –0.6
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 07/30 EUR 94.48 –1.2 –1.3 –0.6
PF (LUX)-EUR HiYld-Pca EU BD LUX 07/30 EUR 131.00 –8.5 –8.3 –3.7
PF (LUX)-EUR HiYld-Pdi EU BD LUX 07/30 EUR 84.72 –8.5 –8.3 –3.7
PF (LUX)-EUR Liq-Pca EU MM LUX 07/30 EUR 132.86 2.3 3.6 3.4
PF (LUX)-EUR Liq-Pdi EU MM LUX 07/30 EUR 99.25 2.3 3.6 3.4
PF (LUX)-Europ Eq-Pca EU EQ LUX 07/30 EUR 456.78 –25.1 –28.1 –6.9
PF (LUX)-EuSust Eq-Pca EU EQ LUX 07/30 EUR 142.98 –22.4 –26.9 –8.7
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 07/30 USD 200.29 –0.2 5.9 6.3
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 07/30 USD 142.81 –0.2 5.9 6.3
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 07/30 USD 20.81 –14.4 –14.6 0.3
PF (LUX)-Gr China-Pca AS EQ LUX 07/31 USD 330.83 –22.7 –12.6 23.0
PF (LUX)-Indian Eq-Pca EA EQ LUX 07/31 USD 325.42 –38.6 –16.0 18.0
PF (LUX)-Jap Index-Pca JP EQ LUX 07/31 JPY 12526.42 –11.8 –23.0 –7.3
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 07/31 JPY 11701.78 –12.7 –28.2 –12.2
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 07/31 JPY 11452.31 –13.0 –28.6 –12.7
PF (LUX)-JpEq130/30-Pca JP EQ LUX 07/31 JPY 6091.18 –11.6 –24.7 –12.7
PF (LUX)-MidEast&NorAfr-Pca US BA LUX 07/30 USD 95.71 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 07/31 USD 268.61 –15.8 –6.9 15.1
PF (LUX)-Piclife-Pca CH BA LUX 07/30 CHF 784.03 –7.7 –9.5 –1.5
PF (LUX)-PremBrnds-Pca OT EQ LUX 07/30 EUR 59.41 –22.7 –28.5 –6.5
PF (LUX)-Rus Eq-Pca EE EQ LUX 07/29 USD 78.14 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 07/30 USD 94.62 –15.2 –17.5 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 07/30 EUR 509.57 –17.5 –26.6 –1.6
PF (LUX)-US Eq-Ica US EQ LUX 07/30 USD 118.54 –7.9 –5.1 5.4
PF (LUX)-USA Index-Pca US EQ LUX 07/30 USD 102.18 –11.9 –11.7 1.5
PF (LUX)-USD Bds-Pca US BD LUX 07/30 USD 478.12 1.3 6.5 5.3
PF (LUX)-USD Bds-Pdi US BD LUX 07/30 USD 361.23 1.3 6.5 5.3
PF (LUX)-USD Liq-Pca US MM LUX 07/30 USD 129.21 1.7 3.3 4.2
PF (LUX)-USD Liq-Pdi US MM LUX 07/30 USD 87.10 1.7 3.3 4.2
PF (LUX)-Water-Pca GL EQ LUX 07/30 EUR 131.57 –15.7 –15.5 –0.2
PF (LUX)-WldGovBds-Pca GL BD LUX 07/30 USD 153.06 4.0 11.4 7.1
PF (LUX)-WldGovBds-Pdi GL BD LUX 07/30 USD 129.53 4.0 11.4 7.0

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Asia Ex-Japan Fund USD AS EQ IRL 05/20 USD 1.12 –93.7 –93.8 –72.2
Global Technology OT EQ IRL 07/30 USD 12.21 –15.6 –17.7 1.0
Japan Fund USD JP EQ IRL 07/31 USD 15.49 –8.0 –17.0 –7.3

n Hemisphere Management (Ireland) Limited
Columbus USD A GL EQ CYM 06/30 USD 100.16 –0.7 –1.5 NS
Discovery USD A OT OT CYM 06/30 USD 112.56 0.9 11.9 7.2
Elbrus USD A GL EQ CYM 06/30 USD 15.52 –5.2 19.2 28.7
Europn Conviction USD B EU EQ CYM 06/30 USD 112.80 –1.2 4.9 6.2
Europn Forager USD B OT OT CYM 06/30 USD 199.16 –2.9 –5.6 10.9
Gl Utilities Abs Rtn USD A OT OT CYM 06/30 USD 109.74 –8.6 –2.2 4.2
Japan Abs Ret USD A AS EQ CYM 06/30 USD 144.42 –7.7 –18.7 –6.4
Latin America USD A GL EQ CYM 06/30 USD 14.24 4.5 10.1 20.4
Paragon Limited USD A EU EQ CYM 06/30 USD 350.13 27.4 38.4 32.6
UK Fund USD A OT OT CYM 06/30 USD 162.53 2.2 –2.3 4.1

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 07/23 USD 112.16 NS –4.2 24.8

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 07/30 EUR 793.66 –19.4 NS NS
Core Eurozone Eq B EU EQ IRL 07/30 EUR 905.95 NS NS NS
Euro Fixed Income A EU BD IRL 07/30 EUR 1202.36 –3.7 –4.9 –2.7
Euro Fixed Income B EU BD IRL 07/30 EUR 1272.74 –3.4 –4.3 –2.1
Euro Small Cap A EU EQ IRL 07/30 EUR 1357.76 –22.9 –34.7 –10.6
Euro Small Cap B EU EQ IRL 07/30 EUR 1441.96 –22.6 –34.3 –10.1
Eurozone Agg Eq A EU EQ IRL 07/30 EUR 730.75 –23.7 –26.1 NS
Eurozone Agg Eq B EU EQ IRL 07/30 EUR 1041.39 –23.4 –25.7 –5.4
Glbl Bd (EuroHdg) A GL BD IRL 07/30 EUR 1260.73 –2.5 –1.5 –0.3

Glbl Bd (EuroHdg) B GL BD IRL 07/30 EUR 1325.62 –2.2 –0.9 0.3
Glbl Bd A EU BD IRL 07/30 EUR 951.15 –5.6 –8.1 –5.7
Glbl Bd B EU BD IRL 07/30 EUR 1004.13 –5.3 –7.5 –5.1
Glbl Real Estate A OT EQ IRL 07/30 USD 1132.16 –10.9 –12.4 –1.3
Glbl Real Estate B OT EQ IRL 07/30 USD 1157.38 –10.6 –11.8 –0.7
Glbl Real Estate EH-A OT EQ IRL 07/30 EUR 1027.39 –12.4 –15.9 –5.0
Glbl Real Estate SH-B OT EQ IRL 07/30 GBP 97.30 –11.4 –14.1 –3.0
Glbl Strategic Yield A EU BD IRL 07/30 EUR 1451.14 –2.9 –0.5 1.7
Glbl Strategic Yield B EU BD IRL 07/30 EUR 1539.68 –2.5 0.1 2.3
Japan Equity A JP EQ IRL 07/30 JPY 16171.00 –13.0 –26.0 –9.4
Japan Equity B JP EQ IRL 07/30 JPY 17090.00 –12.7 –25.6 –8.9
Multi St Cash Plus EH-A GL EQ IRL 07/30 EUR 1027.95 1.6 NS NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 07/30 USD 2117.90 –20.0 –13.0 11.4
PacBasn (Ex-Jap) Eq B AS EQ IRL 07/30 USD 2240.68 –19.7 –12.5 12.1
Pan European Eq A EU EQ IRL 07/30 EUR 1065.04 –21.7 –24.4 –7.0
Pan European Eq B EU EQ IRL 07/30 EUR 1126.94 –21.4 –23.9 –6.4
US Equity A US EQ IRL 07/30 USD 1008.51 –13.1 –10.1 2.6
US Equity B US EQ IRL 07/30 USD 1070.72 –12.8 –9.5 3.2
US Small Cap A US EQ IRL 07/30 USD 1518.56 –11.6 –12.3 2.0
US Small Cap B US EQ IRL 07/30 USD 1613.11 –11.3 –11.8 2.6

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 07/31 SEK 89.94 –22.9 –30.0 –8.3
Choice Japan Fd JP EQ LUX 07/31 JPY 68.61 –13.2 –26.4 –12.3
Choice Jpn Chance/Risk JP EQ LUX 07/31 JPY 75.57 –15.6 –27.3 –8.2
Choice NthAmChance/Risk US EQ LUX 07/31 USD 4.87 –6.8 –3.8 5.8
Europe 2 Fd EU EQ LUX 07/31 EUR 1.09 –24.8 –29.6 –6.9
Europe 3 Fd EU EQ LUX 07/31 GBP 3.77 –19.8 –17.7 –0.1
Global Chance/Risk Fd GL EQ LUX 07/30 EUR 0.66 –16.5 –22.4 –6.9
Global Fd GL EQ LUX 07/31 USD 2.60 –11.9 –12.8 3.0
Intl Mixed Fd -C- NO BA LUX 07/31 USD 30.94 –7.1 –5.6 5.0
Intl Mixed Fd -D- NO BA LUX 07/31 USD 21.83 –7.1 –5.6 6.4
Wireless Fd OT EQ LUX 07/31 EUR 0.14 –26.1 –27.9 –2.8

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 07/31 USD 7.23 –20.5 –15.8 10.0
Currency Alpha EUR -IC- OT OT LUX 07/31 EUR 10.72 4.9 4.6 NS
Currency Alpha EUR -RC- OT OT LUX 07/31 EUR 10.68 4.6 4.1 NS
Currency Alpha SEK -ID- OT OT LUX 07/31 SEK 103.85 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 07/31 SEK 100.97 NS NS NS
Generation Fd 80 OT OT LUX 07/31 SEK 8.03 –15.1 NS NS
Nordic Focus EUR NO EQ LUX 07/31 EUR 81.20 –17.9 NS NS
Nordic Focus NOK NO EQ LUX 07/31 NOK 81.03 NS NS NS
Nordic Focus SEK NO EQ LUX 07/31 SEK 81.79 –17.8 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 07/31 USD 1.30 –20.3 –14.9 11.7
Choice North America Eq. Fd US EQ LUX 07/31 USD 2.07 –14.9 –14.2 –0.3
Ethical Global Fd GL EQ LUX 07/31 USD 0.95 –13.6 –16.1 1.0
Ethical Sweden Fd NO EQ LUX 07/31 SEK 37.46 –15.9 –24.9 0.7
Europe Fd EU EQ LUX 07/31 USD 2.84 –19.9 –19.3 12.3
Global Equity Fd GL EQ LUX 07/31 USD 1.66 –12.2 –13.2 3.9
Index Linked Bd Fd SEK OT BD LUX 07/31 SEK 12.88 3.1 6.9 4.1
Medical Fd OT EQ LUX 07/31 USD 3.57 –7.2 –1.1 1.1
Short Medium Bd Fd SEK NO MM LUX 07/31 SEK 9.08 2.3 3.6 3.0
Technology Fd OT EQ LUX 07/31 USD 2.41 –15.3 –10.5 6.6
World Fd GL EQ LUX 07/31 USD 2.46 –8.0 –9.0 11.9

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 07/31 EUR 1.27 1.6 2.5 2.6
Short Bond Fd SEK NO MM LUX 07/31 SEK 21.47 2.3 3.7 3.1
Short Bond Fd USD US MM LUX 07/31 USD 2.48 1.1 2.9 3.7

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 07/31 SEK 10.26 0.4 1.7 1.5
Alpha Bond Fd SEK -B- NO BD LUX 07/31 SEK 9.21 0.4 1.7 1.5
Alpha Bond Fd SEK -C- NO BD LUX 07/31 SEK 25.71 0.3 1.6 1.4
Alpha Bond Fd SEK -D- NO BD LUX 07/31 SEK 8.57 0.3 1.6 1.4
Alpha Short Bd SEK -A- NO MM LUX 07/31 SEK 10.76 2.4 3.8 3.2
Alpha Short Bd SEK -B- NO MM LUX 07/31 SEK 10.09 2.4 3.8 3.2
Alpha Short Bd SEK -C- NO MM LUX 07/31 SEK 21.06 2.3 3.7 3.1

Alpha Short Bd SEK -D- NO MM LUX 07/31 SEK 8.75 2.3 3.7 3.1
Bond Fd EUR -C- EU BD LUX 07/31 EUR 1.22 0.8 2.0 1.1
Bond Fd EUR -D- EU BD LUX 07/31 EUR 0.49 0.8 2.0 1.1
Bond Fd SEK -C- NO BD LUX 07/31 SEK 38.14 1.0 2.4 1.6
Bond Fd SEK -D- NO BD LUX 07/31 SEK 11.44 –0.2 1.2 1.0
Corp. Bond Fd EUR -C- EU BD LUX 07/31 EUR 1.17 –0.8 –1.2 –0.5
Corp. Bond Fd EUR -D- EU BD LUX 07/30 EUR 0.91 –0.8 –1.9 –0.6
Corp. Bond Fd SEK -C- NO BD LUX 07/31 SEK 11.97 –0.8 0.1 0.4
Corp. Bond Fd SEK -D- NO BD LUX 07/31 SEK 9.40 –0.6 0.3 0.5
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 07/31 EUR 97.35 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 07/31 EUR 97.31 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 07/31 SEK 99.82 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 07/31 SEK 920.31 NS NS NS
Flexible Bond Fd -C- NO BD LUX 07/31 SEK 20.09 1.8 3.0 2.6
Flexible Bond Fd -D- NO BD LUX 07/31 SEK 11.37 1.8 3.0 2.6

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 07/31 SEK 100.51 –5.4 –6.1 –1.4
Global Hedge I SEK -D- OT OT LUX 07/31 SEK 91.86 –8.1 –8.8 –2.8

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 07/31 USD 2.75 –17.6 –4.4 19.1

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 07/31 SEK 24.78 –25.8 –35.9 0.0
Europe Chance/Risk Fd EU EQ LUX 07/31 EUR 1259.21 –25.9 –31.1 –7.3

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 07/30 USD 22.19 –32.9 –19.7 22.9
Eq. Pacific A AS EQ LUX 07/30 USD 10.48 –24.4 –12.6 16.2

n SGAM Fund
Bonds CHF A CH BD LUX 07/30 CHF 26.22 0.5 1.3 0.0
Bonds ConvEurope A EU BD LUX 07/29 EUR 30.93 6.4 10.0 9.6
Bonds Eur Corp A EU BD LUX 07/30 EUR 21.36 –2.7 –3.3 –1.2
Bonds Eur Hi Yld A EU BD LUX 07/30 EUR 19.07 –10.0 –9.7 –4.0
Bonds EURO A EU BD LUX 07/30 EUR 36.94 0.0 1.1 0.6
Bonds Europe A EU BD LUX 07/30 EUR 35.63 –0.4 0.1 0.3
Bonds US MtgBkSec A US BD LUX 07/30 USD 21.80 –13.6 –10.1 –2.9
Bonds US OppsCoreplus A US BD LUX 07/30 USD 31.33 –0.5 4.4 4.3
Bonds World A GL BD LUX 07/29 USD 38.84 4.5 11.9 8.2
Eq. ConcentratedEuropeA EU EQ LUX 07/30 EUR 31.26 –22.6 –24.1 –8.1
Eq. Eastern Europe A EU EQ LUX 07/30 EUR 33.08 –24.9 –20.5 1.7
Eq. Equities Global Energy OT EQ LUX 07/30 USD 25.10 –0.4 13.8 17.0
Eq. Euroland A EU EQ LUX 07/30 EUR 13.08 –24.3 –24.8 –6.8
Eq. Euroland MidCapA EU EQ LUX 07/30 EUR 23.05 –20.5 –28.5 –6.9
Eq. EurolandCyclclsA EU EQ LUX 07/30 EUR 20.49 –19.2 –17.5 1.7
Eq. EurolandFinancialA OT EQ LUX 07/30 EUR 13.74 –26.2 –29.7 –13.8
Eq. Glbl Emg Cty A GL EQ LUX 07/30 USD 11.02 –18.4 –6.6 12.8
Eq. Global A GL EQ LUX 07/30 USD 31.21 –18.5 –18.8 –3.3
Eq. Global Technol A OT EQ LUX 07/30 USD 6.01 –15.1 –21.8 –0.2
Eq. Gold Mines A OT EQ LUX 07/30 USD 27.47 –8.3 8.1 6.8
Eq. Japan A JP EQ LUX 07/30 JPY 1127.69 –14.8 –27.2 –10.9
Eq. Japan Sm Cap A JP EQ LUX 07/30 JPY 1305.16 –23.4 –35.8 –26.1
Eq. Japan Target A JP EQ LUX 07/30 JPY 1927.84 –4.8 –19.5 –8.3
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 07/30 GBP 12.44 –27.0 –29.1 –11.9
Eq. US ConcenCore A US EQ LUX 07/30 USD 23.53 –12.4 –9.0 3.4
Eq. US Lg Cap Gr A US EQ LUX 07/30 USD 19.23 –4.4 –0.4 5.9
Eq. US Mid Cap A US EQ LUX 07/30 USD 33.71 –13.9 –3.2 10.4
Eq. US Multi Strg A US EQ LUX 07/30 USD 26.29 –8.7 –9.8 1.2
Eq. US Rel Val A US EQ LUX 07/30 USD 24.70 –13.7 –21.1 –4.3
Eq. US Sm Cap Val A US EQ LUX 07/30 USD 22.09 –11.5 –19.2 –4.0
Eq. US Value Opp A US EQ LUX 07/30 USD 22.66 –11.1 –18.7 –5.8
Money Market EURO A EU MM LUX 07/30 EUR 26.64 2.5 4.2 3.8
Money Market USD A US MM LUX 07/30 USD 15.59 1.8 3.9 4.4

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT EQ ARE 07/15 USD 13.99 –5.4 26.6 26.3
UAE Blue Chip Fund Acc AS EQ ARE 07/17 AED 11.94 2.4 31.1 20.2

n TRIGON CAPITAL
Phone +372 667 9208 Fax +372 667 9221 E-mail invest@trigon.ee Website www.trigoncapital.com

Central and Eastern European EUR EE EQ EST 07/31 EEK 183.08 –31.7 –39.2 –14.1
New Europe Small Cap EUR EE EQ EST 07/31 EEK 99.77 –28.4 –38.7 –9.7
Second Wave EUR EE EQ EST 07/31 EEK 213.62 –22.2 –27.2 6.3

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 07/31 JPY 13097.00 –21.9 –37.6 –16.4
YMR-N Japan Fund JP EQ IRL 07/31 JPY 14425.00 –17.1 –32.8 –10.5
YMR-N Low Price Fund JP EQ IRL 07/31 JPY 19365.00 –15.1 –32.0 –10.7
YMR-N Small Cap Fund JP EQ IRL 07/31 JPY 9141.00 –26.2 –42.8 –20.5
Yuki Mizuho Gen Jpn III JP EQ IRL 07/31 JPY 7257.00 –21.9 –34.6 NS
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 07/31 JPY 7757.00 –20.2 –35.8 –16.4
Yuki Mizuho Jpn Exc 100 JP EQ IRL 07/31 JPY 10013.00 –20.1 –32.9 –14.7
Yuki Mizuho Jpn Gen JP EQ IRL 07/31 JPY 12223.00 –20.4 –36.6 –13.8
Yuki Mizuho Jpn Gro JP EQ IRL 07/31 JPY 9225.00 –25.2 –39.3 –17.5
Yuki Mizuho Jpn Inc JP EQ IRL 07/31 JPY 11702.00 –10.7 –28.2 –6.9
Yuki Mizuho Jpn Lg Cap AS EQ IRL 07/31 JPY 7601.00 –19.4 –32.0 NS
Yuki Mizuho Jpn LowP JP EQ IRL 07/31 JPY 15484.00 –14.5 –29.5 –9.7
Yuki Mizuho Jpn PGth JP EQ IRL 07/31 JPY 12367.00 –24.7 –34.4 –14.9
Yuki Mizuho Jpn SmCp JP EQ IRL 07/31 JPY 9071.00 –28.4 –42.7 –19.9
Yuki Mizuho Jpn Val Sel AS EQ IRL 07/31 JPY 7951.00 –15.4 –29.6 –11.7
Yuki Mizuho Jpn YoungCo AS EQ IRL 07/31 JPY 3954.00 –30.8 –50.2 –34.1

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 07/31 JPY 7028.00 –20.6 –32.2 –12.8
Yuki 77 General JP EQ IRL 07/31 JPY 9262.00 –19.4 –33.1 –11.9
Yuki 77 Growth JP EQ IRL 07/31 JPY 9336.00 –23.9 –37.6 –17.8

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 07/31 JPY 9621.00 –17.4 –35.8 –14.4
Yuki Chugoku Jpn Gro JP EQ IRL 07/31 JPY 7989.00 –20.8 –30.0 –11.6
Yuki Chugoku Jpn Inc JP EQ IRL 07/31 JPY 7965.00 –8.3 –22.1 –6.8
Yuki Chugoku JpnLowP JP EQ IRL 07/31 JPY 11266.00 –20.5 –35.7 –10.6
Yuki Chugoku JpnPurGth JP EQ IRL 07/31 JPY 7259.00 –17.1 –34.7 –13.3

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 07/31 JPY 10555.00 –17.9 –34.5 –12.7

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 07/31 JPY 7364.00 –16.5 –31.2 –10.4
Yuki Hokuyo Jpn Gro JP EQ IRL 07/31 JPY 6205.00 –22.8 –37.6 –17.6
Yuki Hokuyo Jpn Inc JP EQ IRL 07/31 JPY 7679.00 –8.9 –26.8 –8.6

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 07/31 JPY 7759.00 –20.0 –34.0 –13.4
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 07/31 JPY 7087.00 –20.6 –35.1 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 07/31 JPY 7905.00 –17.4 –38.2 –13.2
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n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Fund Ltd OT OT CYM 06/30 USD 106.53 –64.7 –49.1 –8.0
788 China Smaller Cap OT OT CYM 06/30 USD 75.93 NS NS NS
788 Gl Asset Alloc. Fd OT OT CYM 06/30 USD 86.51 –39.8 –23.6 –6.0
788 Japan Fund Ltd OT OT CYM 06/30 USD 81.80 –33.9 –24.1 –10.8

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 06/30 USD 51.88 –21.3 –16.5 –2.5

n ATLANTIC INVESTMENT MANAGEMENT - NEW YORK, NEW YORK
info@atlanticinvestment.net Tel: +1 212 484 5050
AJR International A US EQ VGB 07/23 USD 1065.03 0.6 –1.9 NS
AJR International B US EQ VGB 07/25 USD 178.56 0.5 0.8 NS
Cambrian Asia Ltd. AS EQ VGB 07/23 JPY 8570.00 –12.2 NS NS
Cambrian Europe Ltd. EU EQ VGB 07/23 EUR 89.88 –14.1 NS NS
Cambrian Fund Ltd. A US EQ VGB 07/23 USD 697.16 –19.2 NS NS
Cambrian Fund Ltd. B US EQ VGB 07/23 USD 170.09 –19.2 NS NS
Rodinia Fund Ltd US EQ VGB 07/23 USD 138.00 –4.3 –5.9 NS

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 06/30 USD 1630.93 0.0 –1.0 5.7
CMA MultHdge Arbtrge OT OT CYM 06/30 USD 1916.76 –0.7 –0.3 5.3
CMA MultHdge Balncd OT OT CYM 06/30 USD 1396.11 –0.3 0.3 4.9
CMA MultHdge Growth OT OT CYM 06/30 USD 2055.05 4.1 3.7 7.3
CMA MultiHdge Lvrgd OT OT CYM 06/30 USD 1417.77 –0.8 –5.7 7.0

n CARLO SCEVOLA & PARTNERS
Tel +44 (0) 20 7419 5671
www.rescgf.com
Resolute Capital Gth Fd OT OT VGB 06/30 USD 1197.69 6.6 16.1 9.4

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 05/31 EUR 127.65 –1.5 1.4 5.3
D'Auriol Opp F3 EUR EU MM CYM 05/30 EUR 1318.75 –3.8 NS NS

n HARMONY CAPITAL
email: juliane@harmonycapital.co.uk Tel: + 44 207 290 6630
Harmony Cap Ltd A USD OT OT BMU 06/30 USD 2208.21 –5.5 –9.7 3.1
Harmony Cap Ltd B EUR OT OT BMU 06/30 EUR 2131.84 –5.0 –9.8 2.2
Harmony Cap Ltd D USD OT OT BMU 06/30 USD 1268.14 –5.7 –10.1 2.7
Harmony Cap Ltd E EUR OT OT BMU 06/30 USD 1228.64 –5.1 –10.1 1.7
Harmony Cap Ltd F GBP OT OT BMU 06/30 GBP 1070.00 –4.7 –8.8 NS

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 07/25 USD 1461.06 –17.9 –9.8 –0.3

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com
Horseman EmMkt Opp EUR GL EQ GBR 06/30 EUR 192.16 3.7 29.5 NS
Horseman EmMkt Opp USD GL EQ USA 06/30 USD 198.40 3.6 31.0 NS
Horseman EurSelLtd EUR EU EQ GBR 06/30 EUR 215.94 20.2 28.9 29.0
Horseman EurSelLtd USD EU EQ GBR 06/30 USD 225.46 20.0 29.2 30.5
Horseman Glbl Ltd EUR GL EQ CYM 06/30 USD 425.26 13.3 22.1 29.8
Horseman Glbl Ltd USD GL EQ CYM 06/30 USD 425.26 13.3 22.1 29.8

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
HSBC Absolute Companies
Euro Absolute OT OT GGY 06/30 GBP 1.61 –1.3 –2.1 5.6
Euro Absolute EUR OT OT GGY 06/30 EUR 2.25 –1.8 –3.4 4.0
Global Absolute OT OT GGY 06/30 GBP 1.15 2.4 6.3 9.3
Global Absolute USD OT OT GGY 06/30 USD 2.12 1.2 4.9 9.1

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 06/30 EUR 117.33 4.8 9.2 NS
Special Opp Inst EUR OT OT CYM 06/30 EUR 110.05 5.2 10.1 NS
Special Opp Inst USD OT OT CYM 06/30 USD 119.70 4.8 10.7 NS
Special Opp USD OT OT CYM 06/30 USD 118.52 4.4 9.8 NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT CYM 06/30 EUR 145.26 2.6 6.9 12.2
GH Fund CHF Hdg OT OT JEY 06/30 CHF 124.53 1.5 3.6 7.6
GH Fund EUR Hdg OT OT JEY 06/30 EUR 135.03 2.3 5.4 9.5
GH Fund EUR Hdg (Non-V II) OT OT JEY 06/30 EUR 119.89 2.4 5.5 9.5
GH Fund EUR Hdg (Non-V) OT OT JEY 06/30 EUR 135.03 2.3 5.4 9.5
GH Fund GBP Hdg OT OT JEY 06/30 GBP 147.71 3.2 7.4 11.4
GH Fund Inst EUR OT OT JEY 06/30 EUR 103.44 NS NS NS
GH Fund Inst JPY OT OT JEY 06/30 JPY 10230.11 0.8 2.3 NS
GH Fund Inst USD OT OT JEY 06/30 USD 120.29 2.4 6.7 11.7
GH FUND S EUR OT OT CYM 06/30 EUR 140.92 3.1 6.8 10.8
GH FUND S GBP OT OT CYM 06/30 GBP 146.03 3.7 8.4 12.5
GH Fund S USD OT OT CYM 06/30 USD 160.44 2.7 7.3 12.3
GH Fund USD OT OT GGY 06/30 USD 298.33 2.1 6.0 10.9
Hedge Investments OT OT JEY 06/30 USD 150.41 2.4 6.4 11.0
Leverage GH USD OT OT GGY 06/30 USD 155.03 1.6 5.5 15.1
MultiAdv Arb CHF Hdg OT OT JEY 06/30 CHF 112.36 –1.5 –3.6 2.9
MultiAdv Arb EUR Hdg OT OT JEY 06/30 EUR 120.89 –0.6 –1.9 4.7
MultiAdv Arb GBP Hdg OT OT JEY 06/30 GBP 131.45 0.0 –0.7 6.0
MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS
MultiAdv Arb S EUR OT OT CYM 06/30 EUR 127.47 0.1 –0.6 6.2
MultiAdv Arb S GBP OT OT CYM 06/30 GBP 146.03 9.8 10.0 12.5
MultiAdv Arb S USD OT OT CYM 06/30 USD 140.78 –0.5 –0.4 7.3
MultiAdv Arb USD OT OT GGY 06/30 USD 220.78 –1.1 –1.8 6.0

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 06/30 USD 131.04 –1.7 1.4 6.6
Asian AdbantEdge EUR OT OT JEY 06/30 EUR 108.78 –8.3 –0.2 NS
Asian AdvantEdge OT OT JEY 06/30 USD 194.89 –8.8 0.3 10.8
Emerg AdvantEdge OT OT JEY 06/30 USD 188.43 –8.9 0.8 11.0
Emerg AdvantEdge EUR OT OT JEY 06/30 EUR 109.06 –8.5 –0.3 NS
Europ AdvantEdge EUR OT OT JEY 06/30 EUR 141.30 –0.9 –2.5 5.5
Europ AdvantEdge USD OT OT JEY 06/30 USD 147.25 –1.5 –2.4 6.6
Japan AdvantEdge JPY OT OT JEY 06/30 JPY 8871.97 –5.5 –6.4 –8.5
Japan AdvantEdge USD OT OT JEY 06/30 USD 102.33 –4.7 –3.3 –3.8
Lvgd Alpha AdvantEdge OT OT JEY 06/30 USD 137.32 –5.4 –2.4 6.9
Trading AdvantEdge OT OT GGY 06/30 USD 149.10 10.8 21.6 18.7
Trading AdvantEdge EUR OT OT GGY 06/30 EUR 135.18 10.7 20.0 16.9
Trading AdvantEdge GBP OT OT GGY 06/30 GBP 141.15 12.2 22.7 19.2
US AdvantEdge OT OT JEY 06/30 USD 130.50 3.2 6.1 8.6

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 07/24 EUR 256.68 0.9 2.6 NS
Integrated Cash Dyn EUR OT OT CYM 06/30 EUR 101.62 0.8 1.6 3.6
Integrated Dir Trading EUR OT OT CYM 06/30 EUR 109.74 7.1 16.3 10.9
Integrated Emg Markets EUR OT OT CYM 06/30 EUR 97.09 –7.6 –2.9 3.8
Integrated European EUR OT OT CYM 06/30 EUR 157.67 6.1 2.3 6.0
Integrated Event Driven EUR OT OT CYM 06/30 EUR 107.19 0.0 2.0 8.5
Integrated Lg/Sh Sel F EUR OT OT CYM 06/30 EUR 99.89 –0.1 1.3 8.4
Integrated Lg/ShEqA EUR OT OT IRL 06/30 EUR 113.31 –3.7 –2.3 4.7
Integrated MultSt B EUR OT OT VGB 06/30 EUR 140.49 0.7 3.4 6.2
Integrated Relative Value EUR OT OT CYM 06/30 EUR 99.29 –1.2 –0.7 4.5

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
KBL SPOP Investing OT OT LUX 06/30 EUR 2191.46 –0.6 2.2 8.4
KBL SPOP Investing OT OT LUX 06/30 USD 2115.13 –0.9 2.6 9.6
KBL SPOP Long/Short Eq OT OT LUX 06/30 USD 598.29 –9.7 1.5 NS
KBL SPOP Long/Short Eq OT OT LUX 06/30 EUR 592.24 –9.0 1.6 NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 07/25 USD 673.34 –19.0 –16.6 –10.9
Antanta MidCap Fund EE EQ AND 07/25 USD 1456.26 –19.6 0.1 16.2
Meriden Opps Fund GL OT AND 07/23 EUR 104.16 –7.1 NS NS
Meriden Protective Div GL EQ AND 07/28 EUR 79.69 –1.8 NS NS

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 05/30 USD 1482.79 0.0 4.0 8.9

n PRIMASIA PACIFIC ASSET MANAGEMENT LTD. TEL: +852 2523 8221
www.primasia.com www.primasiahedgefund.com
Primasia Hedge Fund GL OT BMU 07/30 USD 17.92 3.4 NS NS

n RAINBOW ADVISORY SERVICES LTD. TEL: +242 322 5444
info@rainbowadvisors.com
Rainbow Glb Hi Yld GL BD BHS 06/30 USD 4125.75 1.3 13.6 1.7

Star Fund Ltd Inv GL BD BHS 06/30 USD 2844.54 7.2 34.6 8.2

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 07/29 USD 60.04 26.1 4.1 24.9

Superfund GCT USD* GL EQ LUX 07/29 USD 3030.00 24.9 4.7 18.7

Superfund Gold A (SPC) GL OT CYM 07/29 USD 1071.46 21.9 32.6 32.3

Superfund Gold B (SPC) GL OT CYM 07/29 USD 1159.49 23.8 28.0 38.5

Superfund Q-AG* OT OT AUT 07/29 EUR 7619.00 17.8 7.2 16.4

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 06/30 USD 169.43 2.8 10.2 11.6

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 06/30 EUR 1379.37 10.3 19.2 15.7

Winton Evolution GBP GL OT VGB 06/30 GBP 1353.02 10.9 21.0 17.2

Winton Evolution JPY GL OT VGB 06/30 JPY 123516.36 7.5 15.0 11.8

Winton Evolution USD GL OT CYM 06/30 USD 1349.42 10.0 19.7 16.8

Winton Futures EUR GL OT VGB 06/30 EUR 200.50 18.2 29.3 22.5

Winton Futures GBP GL OT VGB 06/30 GBP 214.70 19.1 31.6 24.3

Winton Futures JPY Lead Series 2 GL OT VGB 06/30 JPY 14653.53 16.4 25.8 19.8

Winton Futures USD GL OT VGB 06/30 USD 716.03 18.1 30.3 23.9

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 07/25 EUR 150.74 6.5 11.7 5.8

Zulauf Europe Fd LP OT OT CYM 03/31 USD 173.04 1.2 12.5 6.3

Zulauf Europe Fd USD OT OT CYM 07/25 USD 320.76 7.0 13.0 8.1
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

Advertisement [ ALTERNATIVE INVESTMENT FUNDS www.WSJ.com ] Advertisement

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 06/30 USD 1602.00 NS 0.5 4.1 5.0 8.0

Advertisement [ INTERNATIONAL INVESTMENT FUNDS www.WSJ.com ] Advertisement

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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Motorola swings to profit
despite weakness in handsets

Altria’s earnings tumble
58% in wake of spinoff

Charge causes loss at MasterCard

Drink wars’ new flavor
Pepsi, Coke look
to natural sweetener
in marketing push

By Shara Tibken

MasterCard Inc. posted a second-
quarter loss because of a $1.65 bil-
lion pretax charge for the settle-
ment of a lawsuit with American Ex-
press Co.

In general, the credit-card com-
pany said it saw strong spending
growth on its branded cards, but it
tempered its outlook for the full
year. MasterCard backed its projec-
tions for 2008 double-digit-percent-
age revenue growth, excluding the
impact of foreign exchange, but said
the increase will be lower than
2007’s 22% growth rate. Analysts
were expecting 21% growth, to
$4.92 billion.

In midday trading Thursday,
MasterCard shares were down 9.2%,
or $24.90, at $245.84 on the New
York Stock Exchange.

For the latest quarter, Master-
Card, the second-largest card pro-
cessor after Visa Inc., reported a net

loss of $746.7 million, or $5.74 a
share, compared with year-earlier
net income of $252.3 million, or
$1.85 a share. Excluding the charge
on the settlement and other items,
earnings rose to $2.11 a share from
$1.43 a share.

Revenue rose 25% to $1.25 bil-
lion from $997 million.

World-wide gross dollar volume,
or spending on MasterCard-
branded cards, rose 13% in local-cur-
rency terms, with spending in the
U.S. up 6.2%. Gains in South
Asia/Middle East/Africa and Latin
America were up 32% and 17%, re-
spectively, in local-currency terms.
Processed transactions rose 13.6%.

In 2004, American Express sued
Visa, MasterCard and eight of their
member banks for imposing rules
that had prohibited financial institu-
tions from issuing credit cards
through American Express. The law-
suit was filed shortly after the U.S.
Supreme Court let stand a lower-

court ruling that forced Visa and
MasterCard to allow their member
banks to issue credit cards on rival
networks.

MasterCard reached the $1.8 bil-
lion settlement with American Ex-
press in June and, in the third quar-
ter, will begin the first of 12 quar-
terly, $150 million payments, contin-
gent on American Express’s U.S. Glo-
bal Network Services Business meet-
ing certain quarterly performance
criteria. Visa agreed to pay Ameri-
can Express $2.25 billion.

MasterCard expects the settle-
ment to increase its interest costs
by $44 million for the second half of
2008.

MasterCard, like Visa, doesn’t is-
sue cards. Rather, it makes money
from processing and transaction
fees it charges bank customers, thus
limiting its exposure to the credit
crunch. But now the weakening
economy is expected to start hitting
transactions as well.

Pepsi’s SoBe Life contains PureVia, a
stevia-based sweetener.

CORPORATE NEWS

By Shara Tibken

And Mary Ellen Lloyd

Altria Group Inc.’s second-quar-
ter net income tumbled 58% be-
cause of the spinoff of Philip Morris
International Inc. as earnings from
continuing operations rose on reve-
nue gains. But the company lowered
its outlook on U.S. industrywide cig-
arette volumes, citing economic con-
ditions, cigarette excise taxes and re-
tailer inventories.

Executive Vice President and
Chief Financial Officer David Beran
said Philip Morris USA Inc. now ex-
pects total industry volume to fall
3% to 3.5%, compared to its call in
April for a 3% fall. For the long term,
it expects U.S. industry volume to
fall 3% to 3.5% a year, compared to a
March view of 2.5% to 3%.

Still, Altria again backed its fore-
cast for 2008 per-share earnings of
$1.63 to $1.67. Over the past five
years, the maker of Marlboro, Vir-
ginia Slims and other cigarette
brands has seen shipment volume
fall an average of 1.8% a year, less
than the overall industry.

Altria, which spun off its interna-
tional business earlier this year,
said its net income fell in the second
quarter to $930 million, or 45 cents
a share, from $2.22 billion, or $1.05
a share, a year earlier. Earnings
from continuing operations rose to
46 cents from 41 cents. Revenue

rose 4% to $5.05 billion. Gross mar-
gin shrank to 57.1% from 58.4%. Marl-
boro’s market share in the U.S. rose
0.8 percentage point to 41.8%, while
overall cigarette volume fell 4.5%.

The spinoff of Philip Morris Inter-
national—done in part to shield the
growing international unit from
U.S. lawsuits and regulators—
turned Altria into essentially a do-
mestic tobacco company facing bil-
lions of dollars in litigation, includ-
ing state-based class-action law-
suits, as well as new regulations.

Mr. Beran said Philip Morris USA
believes it can offset declining ciga-
rette consumption by moving more
aggressively into smokeless tobacco
and spit-free smokeless-tobacco
pouches called snus. In addition to
its tobacco operations, Altria owns
a 28.6% stake in SABMiller PLC.

Separately, Philip Morris Interna-
tional said it agreed to buy Roth-
mans Inc. for two billion Canadian
dollars (US$1.96 billion), marking
its first move since being spun off.

Rothmans’s sole holding is a 60%
stake in Benson & Hedges. Philip Mor-
ris already owns the other 40%. The
offer of C$30 a share for Rothmans
represents a 15% premium to Wednes-
day’s close of C$26.17 in Toronto.

In midday trading, Rothmans was
up 14% at C$29.91 in Toronto, while
Altria was down 6.3% at US$20.34,
and Philip Morris International was
down 1.7% at US$52.47 in New York.

By David Benoit

And Veronica Dagher

Eastman Kodak Co.’s second-
quarter profit dropped 14% despite
a tax gain and rising digital revenue.

Moreover, the Rochester, N.Y.,
camera and film company damped
expectations for full-year earnings,
sending its stock sharply lower
Thursday.

Kodak said it now anticipates
2008 earnings from operations at
the low end of its previous target
range between $400 million and
$500 million. It still sees digital-rev-
enue growth between 7% and 10%
and expects overall revenue will be
flat to up 2%.

Kodak shares were down 12% to

$13.84 midafternoon in New York
Stock Exchange composite trading.

Kodak reported net income of
$495 million, or $1.62 a share, com-
pared with $575 million, or $2 a
share, a year earlier. The latest pe-
riod included a $270 million gain or
88 cents a share, from interest
earned on a U.S. tax settlement..

Kodak’s quarterly net fell 14%

By Roger Cheng

Motorola Inc. reported a sur-
prise second-quarter profit, even as
results continued to be dragged
down by its mobile-devices unit.

Motorola topped expectations by
cutting costs and increasing revenue
in its home and networks-mobility
unit and enterprise-mobility division.
Thehandsetdivisionhada22%decline
in revenue and continued to struggle
with a lack of eye-catching products.

“I still think there are plenty of
difficulties and challenges to
weather through, but these results
were pretty good,” said Bill Choi, an
analyst at Jefferies & Co. “Handsets
weren’t as bad as feared. The expec-
tations had gotten pretty low with
that division.”

Shares of the telecommunica-

tions-equipment maker were up
13% to $8.67 in afternoon New York
Stock Exchange trading Thursday.

Motorola reported net income of
$4 million, reversing a year-ago loss
of $28 million. Revenue was $8.08
billion, down from $8.73 billion.

The mean forecast by analysts
surveyed by Thomson Reuters was
for a loss of three cents a share and
revenue of $7.69 billion. Motorola
had forecast a loss of two cents to
four cents a share.

The home and networks divi-
sion, which includes WiMax technol-
ogy and cable-television gear, saw
revenue rise 7%, while the enter-
prise-mobility division, which in-
cludes public radio systems, posted
6% growth in revenue.
 —David Benoit

contributed to this article.

By Betsy McKay

A little more than a year after
Coca-Cola Co. disclosed the develop-
ment of a natural sweetener it said
might start a new generation of calo-
rie-free drinks, PepsiCo Inc. claims
it has beaten Coke to the punch.

Pepsi plans to introduce an en-
hanced-water drink within the next
few weeks that contains a sweet-
ener very similar to the one Coke
has. Both sweeteners are derived
from a promising but controversial
herb called stevia. Neither has been
approved by the Food and Drug Ad-
ministration for use in the U.S. and
would not necessarily replace other
sweeteners. As a result, Pepsi, of
Purchase, N.Y., said the new SoBe
Life drink will be rolled out first in
several Latin American markets,
starting in Peru.

Coke teamed with Cargill Inc. to
market its stevia-based sweetener
in its beverages. Coke plans to intro-
duce a soft drink with the new sweet-
ener in a few U.S. markets before
year end, pending formal FDA ap-
proval of the sweetener, according
to a person familiar with the compa-
ny’s plans. A spokesman for Atlanta-
based Coke declined to comment on
its plans.

Pepsi’s rush to get a drink into
consumers’ hands ahead of Coke
opens the latest act in a decades-old
competition. The rivalry under-
scores the importance food-and-
beverage companies place on being
first to discover, brand and get a
lock on the holy grail: a sweetener
that is natural, has no calories and
tastes good. Companies are looking
at other potential new sweeteners.

Pepsi calls its sweetener Pure-
Via; Coke and Cargill use the name
Truvia.

There is no guarantee that what
Pepsi and Coke say tastes great in
the lab will work with consumers, so
the hoopla may deflate. Stevia is
known for a licorice-like aftertaste,
and while the new purified version
is much better, it still bears an after-
taste, said Loren Miles, chief execu-
tive of Natur Research Ingredients

Inc., a company promoting a com-
peting sweetener made from
brazzein, a West African fruit. Mass-
market consumers “will still have
difficulty accepting this platform if
it continues to have this aftertaste,”
he said. (His evaluation is based on
his tasting of Cargill’s tabletop ver-
sion of the sweetener.)

Forms of stevia have been con-
sumed for years. Experts say the
new sweetener is about two to three
times more expensive than other
sweeteners, in part because of its
current small scale. But both Pepsi
and Coke say their new sweeteners
are based on technology that ex-
tracts and purifies to a high degree a
particularly sweet-tasting com-
pound, called rebaudioside-A, of the
stevia plant.

“This is probably the biggest
change in the formulation of bever-
ages since the initial days of artificial
sweeteners,” said Massimo F.
d’Amore, chief executive of PepsiCo’s
beverage business in the Americas.

Companies with which Pepsi and

Coke are working are already start-
ing tabletop versions of their sweet-
eners, moves meant to build con-
sumer awareness and interest. In
May, Whole Earth Sweetener Co., a
Merisant Co. unit, and Cargill sub-
mitted data to the FDA that they
hope will clear the sweeteners as
safe for use in foods and beverages
in the U.S.

After a series of studies sug-
gested some negative health effects
from stevia-based products, such as
potential mutations in the livers of
rats and concerns about fertility in
men, the FDA concluded in the early
1990s that there were not enough
data available to demonstrate ste-
via’s safety as a food additive, al-
though it is approved for use as a di-
etary supplement in the U.S. Stevia
has been approved for use in foods
in 12 countries, including Argen-
tina, Brazil, China and Peru. Coke,
Pepsi and the companies they are
working with dispute the earlier
studies and say their new product is
purer than unrefined versions of ste-
via used in some of those tests.

Cargill introduced Truvia, its ta-
bletop version, this month. It is
available online and at a few New
York City retail outlets and is ex-
pected to be sold at retailers nation-
wide this fall, a Cargill spokes-
woman said.

Merisant’s Whole Earth Sweet-
ener unit, Pepsi’s partner, plans to
launch its tabletop product, PureVia,
this fall, said Paul Block, Merisant’s
chairman, chief executive and presi-
dent. “We think we have a superior
product in terms of taste and texture
of sugar,” Mr. Block said.

Pepsi plans to use the sweetener
in a wide range of foods and bever-
ages, including sweetened teas,
diet soft drinks, cereals and cereal
bars. Its first drink is being intro-
duced in Latin America because the
company’s Gatorade distribution
system can help it get to market
quickly and effectively, PepsiCo’s
Mr. d’Amore said. As for the U.S.
market, “we prefer to wait until the
FDA gives the green light,” he said.
Not every beverage tastes good
with the sweetener. Louis Im-
brogno, senior vice president of
world-wide technical operations at
PepsiCo, said “a big part” of the
more than two years Pepsi has
spent working with PureVia in its
labs has been finding flavors with
which it will taste good.
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Andfs. RF Dolars US BD AND 07/30 USD 11.30 –0.2 1.1 2.2
Andfs. RF Euros EU BD AND 07/30 EUR 10.50 –4.9 –6.4 –2.8
Andorfons EU BD AND 07/30 EUR 14.13 –7.6 –10.4 –4.7
Andorfons Alternative Premium OT OT AND 05/31 EUR 114.88 –1.0 –0.2 3.1
Andorfons Mix 30 EU BA AND 07/30 EUR 10.48 –9.6 –10.4 –2.9
Andorfons Mix 60 EU BA AND 07/30 EUR 11.25 –14.6 –13.8 –3.1

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 07/25 USD 219911.98 –15.7 –21.2 4.7

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P EU BA LUX 07/31 EUR 10.46 0.9 1.3 3.3
DJE-Absolut P GL EQ LUX 07/31 EUR 214.94 –14.8 –12.1 2.8
DJE-Alpha Glbl P EU BA LUX 07/31 EUR 181.37 –11.3 –7.7 3.7
DJE-Div& Substanz P GL EQ LUX 07/31 EUR 212.59 –10.8 –10.1 4.6
DJE-Gold&Resourc P OT EQ LUX 07/31 EUR 170.99 –8.8 –1.0 0.3
DJE-Renten Glbl P EU BD LUX 07/31 EUR 120.40 –1.4 –1.1 1.1
LuxPro-Dragon I AS EQ LUX 07/31 EUR 129.83 –28.3 –19.0 NS
LuxPro-Dragon P AS EQ LUX 07/31 EUR 127.28 –29.6 –20.4 NS
LuxTopic-Aktien Europa EU EQ LUX 07/31 EUR 16.17 –16.1 –10.4 2.1
LuxTopic-Pacific AS EQ LUX 07/31 EUR 17.29 –19.5 –18.1 6.8

n EAST CAPITAL

n WEBSITE: www.eastcapital.com
Ph: +46 (0) 8 505 88 505, Fax: +46 (0)8 505 88 508
(Lux) E Eur ConvgnceEUR EE EQ LUX 07/29 EUR 78.22 –28.7 –33.4 NS
(Lux) E Eur ConvgnceUSD EE EQ LUX 07/30 USD 96.40 –22.0 –21.2 NS

(Lux) Russian EUR EE EQ LUX 07/30 EUR 89.27 –21.5 –17.8 NS
(Lux) Russian USD EE EQ LUX 07/30 USD 106.33 –17.0 –6.6 NS
Balkan Fund EE EQ SWE 07/31 SEK 22.90 –31.3 –32.9 9.2
Baltic Fund EE EQ SWE 07/31 SEK 61.56 –16.4 –23.7 4.5
Eastern European Fund EU EQ SWE 07/31 SEK 43.27 –21.0 –18.9 9.1
Russian Fund EE EQ SWE 07/31 SEK 1393.68 –20.2 –15.3 10.4
Turkish Fund EE EQ SWE 07/31 SEK 7.86 –31.5 –28.3 6.3

n HERITAGE FUND MANAGEMENT
info@heritagefunds.ch www.heritagefunds.ch
HF-China Abs Ret OT OT CHE 07/24 CHF 96.45 –36.1 –34.3 NS
HF-World Bds Abs Ret OT OT CHE 07/24 USD 82.96 –9.1 1.4 1.8

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 06/30 USD 61.85 –3.8 29.5 46.9
EFG-Hermes MEDA* GL EQ BMU 06/30 USD 39.42 8.9 38.8 35.5
EFG-Hermes Telecom OT EQ BMU 06/30 USD 34.42 –10.1 1.3 24.3

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 07/30 USD 307.57 –1.3 4.1 5.7

Sel Emerg Mkt Equity GL EQ GGY 07/30 USD 231.83 –14.3 –5.2 15.7
Sel Euro Equity EUR US EQ GGY 07/30 EUR 113.76 –22.1 –25.7 –6.8
Sel European Equity EU EQ GGY 07/30 USD 235.06 –17.1 –15.5 2.9
Sel Glob Equity GL EQ GGY 07/30 USD 228.53 –16.3 –18.0 –0.7
Sel Glob Fxd Inc GL BD GGY 07/30 USD 146.06 –0.5 3.6 2.9
Sel Pacific Equity AS EQ GGY 07/30 USD 150.39 –14.7 –6.0 14.2
Sel US Equity US EQ GGY 07/30 USD 148.78 –12.8 –12.7 0.2
Sel US Sm Cap Eq US EQ GGY 07/30 USD 206.46 –10.7 –17.5 –1.9

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 07/30 EUR 328.20 –9.0 –8.4 –3.0
DSF 50/50 EU BA LUX 07/30 EUR 259.25 –12.7 –12.7 –4.4
DSF 75/25 EU BA LUX 07/30 EUR 209.08 –16.7 –17.4 –6.6
KBC Eq (L) Europe EU EQ LUX 07/30 EUR 594.35 –21.8 –24.5 –8.0
KBC Eq (L) Japan JP EQ LUX 07/30 JPY 25233.00 –14.6 –26.3 –10.6
KBC Eq (L) NthAmer EUR US EQ LUX 07/30 EUR 685.62 –11.0 –10.6 0.3
KBC Eq (L) NthAmer USD US EQ LUX 07/30 USD 970.75 –11.0 –9.5 2.3
KBL Key America EUR US EQ LUX 07/29 EUR 491.40 –15.9 –12.2 NS
KBL Key America USD US EQ LUX 07/29 USD 505.86 –16.2 –11.4 NS
KBL Key East Europe EU EQ LUX 07/29 EUR 2640.22 –22.2 –17.6 2.6
KBL Key Eur Sm Cie EU EQ LUX 07/29 EUR 1047.15 –23.6 –32.1 –6.7
KBL Key Europe EU EQ LUX 07/29 EUR 688.01 –22.1 –26.0 –6.7
KBL Key Far East AS EQ LUX 07/29 USD 1417.35 –25.8 –22.2 7.0
KBL Key Major Em Mkts GL EQ LUX 07/29 USD 720.95 –22.4 –5.6 20.2
KBL Key NaturalRes EUR OT EQ LUX 07/29 EUR 529.48 –14.8 –9.4 NS
KBL Key NaturalRes USD OT EQ LUX 07/29 USD 628.12 –9.1 3.5 NS

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 07/25 USD 59.92 –20.0 –12.1 11.8
LG Asian Plus AS EQ CYM 07/25 USD 61.47 –28.0 –16.9 12.1
LG Asian SmallerCo's AS EQ BMU 07/30 USD 101.54 –36.1 –37.6 –3.3
LG India EA EQ MUS 07/24 USD 57.48 –38.5 –16.3 17.5
Siberian Investment Co EE EQ IRL 07/21 USD 67.01 –23.9 –20.5 10.8

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 07/30 EUR 49.82 –31.8 –43.0 5.5
MP-TURKEY.SI OT OT SVN 07/30 EUR 36.91 –27.6 –27.5 1.2

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq GL EQ LVA 07/30 EUR 7.72 –14.0 –22.5 NS
Parex Eastern Europ Bd EU BD LVA 07/30 USD 14.18 3.7 5.5 6.6
Parex Russian Eq EE EQ LVA 07/30 USD 26.12 –17.8 2.5 18.8
Parex Ukrainian Eq EU EQ LVA 07/30 EUR 7.41 –27.8 NS NS

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 07/31 USD 183.59 –22.2 –16.3 13.5
PF (LUX)-Asian Eq-Pca AS EQ LUX 07/31 USD 176.84 –22.8 –17.1 12.6
PF (LUX)-Biotech-Pca OT EQ LUX 07/30 USD 372.87 12.1 22.3 23.1
PF (LUX)-CHF Liq-Pca CH MM LUX 07/30 CHF 123.54 1.3 2.1 1.9
PF (LUX)-CHF Liq-Pdi CH MM LUX 07/30 CHF 95.36 1.3 2.1 1.9
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 07/30 EUR 172.24 –22.6 –24.8 –3.8
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Pakistani shares plunge
Government battles
to improve economy;
some see opportunity

Chinese stocks fall again,
but still end July with gain

For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

By Peter Wonacott

ISLAMABAD, PAKISTAN—The
stock market in Pakistan continues
to plumb year-long lows, dealing a
sharp rebuke to a new government
struggling to gain the confidence of
foreign and domestic investors.

Financial authorities recently un-
veiled a variety of measures intended

to help steady both
the economy and
the stock market.
On Tuesday, Paki-
stan’s central bank

moved to curb roaring inflation by
raising interest rates. In late July, the
government announced a fund of 20
billion rupees, or about $280 million,
to prop up share buying.

Pakistan is also finalizing details
on an agreement to defer payment
on its ballooning oil bill from Saudi
Arabia and other Arab suppliers, ac-
cording to the government’s top fi-
nance official, Naveed Qamar. That
could ease pressure from an esti-
mated $6 billion short-term debt Pa-
kistan owes Saudi Arabia and other
suppliers for this year and staunch
the outflow of foreign exchange.

Investors, however, haven’t been
impressed. Since soaring to record
levels following the euphoria of Paki-
stan’s democratic elections and tran-
sition to civilian rule in February,
the stock market in Karachi has
buckled.

On Thursday, the benchmark
KSE 100 index dropped 2.5% to
10583.58. That’s 33% below an intra-
day high of 15739.2 it reached on
April 21.

In 2007, Pakistan’s stock market
was one of Asia’s star performers,
as investors largely ignored the
country’s political turbulence. The
KSE 100 rocketed 40%.

But this year, unable to shake its
political and economic uncertainty,
Pakistan has been among the worst
performers among regional markets.

Foreigners have fled. For the fis-
cal year that ended June 30, foreign
portfolio investment in Pakistan—
which includes equities and bonds—
declined 99% from the year-earlier
period, according to government fig-
ures.

Some investors say the woes are
symptomatic of a Pakistani leader-
ship that appears divided, dis-
tracted and out of its depth. The lack-
luster response contrasts with the
previous Pakistani administration,
whose prime minister was led by
former Citibank executive Shaukat
Aziz. He treated the stock market as
a barometer for overall foreign senti-
ment toward Pakistan, according to
Asad Iqbal, managing director at Is-
mail Iqbal Securities in Karachi.

When the Karachi market was
“tanking” in recent weeks, Mr. Iqbal
says, “nobody seemed to be paying
attention.”

To be sure, the new Pakistan gov-
ernment has faced monumental chal-
lenges, apart from the stock market.

On the political side, the Pakistan
People’s Party, which won the most
seats in Parliament from the elec-
tions, had to form a government with-
out its long-time leader Benazir
Bhutto, who was assassinated in De-
cember. The governing coalition that
includes the Pakistan Muslim League
has been on the brink of collapse be-
cause of spats between parties on
how to restore judges ousted last year
by the military-backed leadership of
President Pervez Musharraf.

Economically, consumer price in-
flation has climbed above 20%; the
financial deficit has widened
sharply and the rupee has lost about
20% of its value against the dollar
since June 2007. Officials blame the
previous government for stoking in-
flation by holding back needed price
increases for fuel and food in order
to improve its election prospects.

“It’s been a year of complete tur-
moil,” Mr. Qamar says. The official,

given the finance minister’s job af-
ter his predecessor from the Paki-
stan Muslim League left the cabinet
over the judges spat, adds “We are
now trying to stabilize things.”

Mr. Qamar says the priorities are
to reel in government spending and
bring the deficit under control.
Some subsidy programs will be elim-
inated, he says, although the govern-
ment is doling out up to 50 billion ru-
pees in emergency cash payments
for the poor.

The finance official also says the
government is eager to revive Paki-
stan’s privatization program, selling
strategic stakes in big state compa-
nies and possibly listing them on the
stock market. He says Pakistan will
return to the overseas bond market,
although he declines to provide tim-
ing or details for these moves.

But economic analysts continue
to issue warnings. In July, the Inter-
national Monetary Fund cautioned
that Pakistan must tighten fiscal
and monetary policy to contain infla-
tion and reduce its current account
deficit. In June, both Standard &
Poor’s and Moody’s cut their ratings
on Pakistani debt.

For some more bullish market
watchers, the bright side is that Pa-
kistani share prices are now at bar-
gain-basement levels. Maheen Rah-
man, head of research for the Kara-
chi-based brokerage BMA Capital
Management, expects a market re-
bound once foreign aid begins to
arrive and the government gets a
handle on inflation. Aside from the
expected debt relief from Arab oil
suppliers, Pakistan would receive
$7.5 billion in U.S. aid over five
years under a recently proposed
Senate bill.

As always, the wild card is Paki-
stan’s political scenario. “What’s diffi-
cult to estimate is political risk, and
how much that’s priced in,” Ms. Rah-
man notes. But she adds, “I don’t think
we are very far from the bottom.”

Others aren’t so upbeat. Mr.
Iqbal of Ismail Iqbal Securities
says the new government hasn’t
shown it can manage the economy
with enough skill and vision to reas-
sure skeptical investors. In his
view, the Pakistan People’s Party
continues to act like it is an opposi-
tion party and not a ruling one,
faulting the previous government
for all the problems faced.

“They are still in blame mode,”
Mr. Iqbal says of Pakistan’s current
leadership. “They need to move on.”

Taipei opens its markets
to mainland China funds
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HEARD
IN ASIA

By V. Phani Kumar

MARKETWATCH.COM

HONG KONG—Chinese stock
markets fell for the third straight
session Thursday, but the bench-
mark Shanghai Composite index

still ended July
with its best
monthly showing
since April.

Australia’s
stock market rose for a second
straight day, closing at its highest
level in a week. Markets in Japan,
Hong Kong and India edged higher.

China’s Shanghai Composite,
which tracks yuan-denominated
Class A shares and foreign-currency
Class B shares, finished 2.2% lower
at 2775.72. But its 1.4% gain for the

month was the most it has risen in
three months. Hong Kong’s Hang
Seng Index rose 0.2% for the day to
22731.10, capping gains of 2.8% for
July. It, too, was the best monthly
showing since April.

China Petroleum & Chemical
Corp., or Sinopec, tumbled 5.3% in
Shanghai and lost 1.8% in Hong
Kong on fears that higher crude
prices will expand the refining gi-
ant’s losses on retail fuel sales.

In Tokyo, the Nikkei Stock Aver-
age of 225 companies edged up 0.7%
to 13376.81. Nintendo slumped 8.7%
after the company disappointed in-
vestors by leaving its full-year earn-
ings forecast unchanged.

Australia’s S&P/ASX 200 rose
0.8% to 4977.40.

THE INTERNATIONAL INVESTOR

Source: Thomson Reuters Datastream
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By Perris Lee Choon Siong

TAIPEI—Taiwan’s new govern-
ment is opening up the island’s fi-
nancial markets to Chinese money,
in its latest effort to expand busi-
ness ties with mainland China.

Taipei will allow Chinese inves-
tors to place funds in the island’s
stock and futures markets starting
in October, Wu Tang-chieh, the Fi-
nancial Supervisory Commission’s
vice chairman, said Thursday. The
investments will be carried under
China’s Qualified Domestic Institu-
tional Investors program, which al-
lows selected local banks, fund man-
agers and insurers to invest in over-
seas securities on behalf of their
mainland Chinese customers.

Also Thursday, Taiwan’s cabinet
said it would allow firms with Chi-
nese shareholders to list shares on
the domestic exchange. The new
measures are part of a broader eas-
ing of restrictions on investment
and travel between Taiwan and
mainland China carried out by the
administration of Taiwan President
Ma Ying-jeou, who took office May
20.

In early July, Mr. Ma’s govern-
ment announced plans to relax re-
strictions on mutual-fund invest-
ment in China-related stocks.

Beijing and Taipei also have allowed
regular direct charter flights be-
tween the two sides, ending a de-
cades-long ban on such air service
across the Taiwan Strait. The latest
measure could immediately allow
Chinese mutual funds to invest as
much as US$1.13 billion in the is-
land’s shares and futures based on
QDII guidelines, Taiwan’s cabinet es-
timates. However, that amount
could more than triple if Taiwan
and China sign a formal memoran-
dum of understanding, as Taipei
hopes to do.

Still, the relaxation of the rules
won’t necessarily boost sentiment
toward Taiwan’s shares in the near
term given the uncertain global out-
look, says Stanley Chou, a manager
at Taipei-based Mega International
Investment. Taiwan’s key stock in-
dex has fallen 17% so far this year.

“We are only giving [Chinese in-
vestors] an extra option, but we have
to attract them, too,” Mr. Chou said.

The cabinet said it plans to relax
its ban on companies with more than
20% Chinese ownership from listing
on the island. It will still bar mainland-
China-registered firms from floating
shares on Taiwan’s stock market.
 —Jessie Ho, Wei Yi Lim

and Alex Pevzner
contributed to this article.
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BASF SE

BASF SE said second-quarter net
profit rose 27%, as strong sales in its
oil and gas unit offset weakness in
its industrial segments, and reiter-
ated its full-year forecast. The Ger-
man chemicals company’s net profit
rose to Œ1.3 billion ($2 billion) from
Œ1.02 billion a year earlier. Sales
rose 11% to Œ16.3 billion. The com-
pany said it expects “rockier” times
ahead, forecasting a more-difficult
environment due to volatile raw-ma-
terial prices and the strong euro.
“Demand for our products remains
strong, and the summer lull does
not seem to be very pronounced,”
said Chief Executive Jürgen Ham-
brecht, but he added the company
will have to raise prices consider-
ably in some cases to pass on signifi-
cantly higher raw-material costs.

Coca-Cola Hellenic Bottling SA

Coca-Cola Hellenic Bottling SA
said its second-quarter net profit fell
7.5% because of adverse conditions
in some of its markets and continued
cost pressures. Net profit dropped to
Œ181.5 million ($282.7 million) from
Œ196.3 million a year earlier, even
though revenue was up 5.3% to Œ1.94
billion from Œ1.84 billion. The sec-
ond quarter is traditionally a strong
quarter for the company and a large
contributor to annual profit. In June,
the bottler cut its full-year outlook
and signaled a weak performance
for the first half, citing bad weather
and consumer sentiment in some
markets, along with soaring energy
costs. Shares in Hellenic have lost
half their value since the beginning
of the year.

Deutsche Post AG

Deutsche Post AG reported an
11% drop in second-quarter net
profit, as earnings at its Deutsche
Postbank AG unit were weighed
down by write-downs tied to finan-
cial market turbulence. Still, the Ger-
man postal and logistics company
confirmed its overall forecasts for
2008 and 2009 as its mail unit per-
formed well. The company said net
profit totaled Œ254 million ($395.6
million), down from Œ285 million a
year earlier, even though revenue
rose 5% to Œ16.21 billion from Œ15.44
billion. In the first half of the year,
the company took a Œ317 million hit
from write-downs related to the
credit crunch and stalled invest-
ment activity at Postbank, which re-
ported a 21% fall in second-quarter
net profit Wednesday. The company
is looking to sell its 50%-plus-one-
share stake in Postbank.

Metro AG

Metro AG, one of the world’s big-
gest retailers by sales, swung to a sec-
ond-quarter net loss, hurt by restruc-
turing charges. The German-based
company said the second half of the
year will be challenging, particularly
in Western Europe, though it still ex-
pects sales and earnings to grow.
Metro posted a net loss of Œ282 mil-
lion ($439.2 million) for the quarter,
compared with a year-earlier net
profit of Œ103 million. The results
were weighed down by Œ612 million
in restructuring-related costs, as the
company had warned last week. Rev-
enue rose 6.9% to Œ16.06 billion from
Œ15.02 billion. For 2008, the com-
pany still expects earnings before in-
terest and taxes to increase 6% to 8%
before special items, and sales to
rise more than 6%.

Anglo American PLC

Miner Anglo American PLC re-
ported a 27% rise in first-half net
profit and said rising output of key
commodities and continuing de-
mand from China would support a
strong second half, despite increas-
ing costs and economic turbulence.
Net increased to $4.28 billion from
$3.38 billion a year earlier, driven
by robust prices for export coal,
iron ore, copper and platinum as
well as increased production. Reve-
nue was down 9.7% to $17.92 billion,
hit by the sale of paper and packag-
ing business Mondi Ltd. Chief Execu-
tive Cynthia Carroll said platinum
and copper production in the sec-
ond half would increase by about
20%, coal by 13%, and nickel and
iron ore “substantially.”

British American Tobacco PLC

British American Tobacco PLC
said its first-half profit was up 15%
because of higher prices, increased
sales of premium brands and a £134
million ($265.5 million) benefit
from foreign-exchange effects. Net
profit rose to £1.34 billion from £1.17
billion a year earlier, while sales
climbed 15% to £5.46 billion. In the
second quarter, profit rose 11% to
£697 million from £630 million, as
sales were up 17% to £2.92 billion
from £2.49 billion. The company’s
comments focused mainly on the six-
month results. Chairman Jan du
Plessis said the first-half results
were driven in part by favorable cur-
rency fluctuations and higher
prices for the company’s products.
Sales of the company’s premium
brands grew 7%, he said.

British Sky Broadcasting PLC

U.K. pay-television operator
British Sky Broadcasting PLC
swung to a fourth-quarter loss, hit
by a £142 million ($281.4 million)
impairment charge related to its in-
vestment in terrestrial broadcaster
ITV, but said it remained positive
about its outlook despite the eco-
nomic slowdown. BSkyB posted a
net loss of £9 million for the three
months ended June 30, from a net
profit of £111 million a year earlier.
Revenue rose 6% to £1.25 billion.
The company added 92,000 net new
customers and recorded the lowest
percentage of total customers who
dropped their subscriptions since
2005. Particularly successful were
BSkyB’s broadband business and
the Sky+ digital recorder. BSkyB is
39%-owned by News Corp., which
owns Wall Street Journal publisher
Dow Jones & Co.

Continental AG

Takeover target’s net drops
36% after own acquisition

Continental AG, a takeover target
of Schaeffler Group, posted a 36%
drop in second-quarter net profit, hit
by the acquisition and integration of
Siemens AG’s former VDO unit. Net
profit fell to Œ194.3 million ($302.6
million) from Œ303.2 million a year
earlier, while sales were up 63% to
Œ6.61 billion from Œ4.05 billion. Last
year, the German automotive sup-
plier bought VDO for Œ11.4 billion.
Chief Executive Manfred Wennemer
said in a statement that the company
still expects to post full-year sales ex-
ceeding Œ26.4 billion, but warned
that the target will be more difficult
to achieve, in light of soaring raw-ma-
terial prices and sluggish demand
for new cars. “In the automotive divi-
sions, we are expecting to compen-
sate for the rise in raw-material
costs by improving efficiency and
passing on the cost increases to our
customers,” Mr. Wennemer said.

Kellogg Co.

Kellogg Co.’s second-quarter
profit jumped 3.7% as higher prices
offset increases in advertising

spending and higher raw material
costs. The Battle Creek, Mich., ce-
real maker, whose brands include
Rice Krispies, Pop-Tarts, Eggo waf-
fles and Morningstar Farms, re-
ported net income of $312 million,
or 82 cents a share, up from $301 mil-
lion, or 75 cents a share, a year ear-
lier. Revenue rose 11% to $3.34 bil-
lion, or 6% when excluding foreign-
currency fluctuations and acquisi-
tions. Kellogg also raised its 2008
earnings forecast by three cents to
$2.95 to $3 a share and said it will
repurchase $500 million in shares
within 12 months. The company has
already completed $650 million in
share repurchases this year.

Capgemini

Capgemini said first-half net
profit was up 38%, helped by lower
taxes and operating expenses, add-
ing it expects like-for-like revenue
growth in 2008 to reach the top of
its forecast range. Net at the French
information-technology services
company rose to Œ231 million
($359.8 million) from Œ168 million a
year earlier, helped by increases in
revenue and profitability at Capgem-
ini’s consulting and professional-
services divisions. Overall revenue
fell 0.5% to Œ4.37 billion. Stripping
out acquisitions, disposals, and cur-
rency movements, Capgemini said
revenue grew 5.3%. The company ex-
pects full-year like-for-like revenue
growth of 4% to 5%, at the top of its
previous range of 2% to 5%.

Centrica PLC

U.K.-based utility Centrica PLC
posted a 47% drop in first-half net
profit as its retail business was hit
by soaring wholesale energy
prices. Still, the company said a
strong performance from the rest
of the group helped to offset some
of the losses. Net profit decreased
to £416 million ($824 million) from
£788 million a year earlier, even as
revenue rose 17% to £10.03 billion.
Wholesale gas prices have in-
creased sharply, forcing Centrica
to raise retail gas and electricity tar-
iffs twice this year. The company
said it is raising gas rates by 35%
and charges for electricity by 9%.
Analysts said the results were in
line with expectations, adding that
they looked worse when compared
with the first half of last year, when
the company posted a bumper set
of results. In the first half of 2007,
Centrica recorded a steep rise in
profit amid improved supply and a
dip in wholesale gas prices.

By Jeanne Whalen

Marking a rare success in the Eu-
ropean biotech sector, Danish firm
Genmab AS said the most impor-
tant drug in its pipeline has deliv-
ered strong results in a trial against
a type of leukemia.

Genmab, which is developing the
drug with GlaxoSmithKline PLC,
said it aims to submit the drug,
called ofatumumab, for U.S. and Eu-
ropean regulatory approval by the
end of this year.

In 2006, Glaxo agreed to pay as
much as $2.1 billion for the rights to
help develop and market the drug
for a variety of potential uses. In ad-
dition to testing the drug for
chronic lymphocytic leukemia, or
CLL, Genmab and Glaxo are testing
the drug against two additional
types of blood cancer, rheumatoid
arthritis and multiple sclerosis.

Glaxo is hoping that ofatu-
mumab will boost its presence in
the oncology business, which is
growing at a faster rate than other
disease areas. Ofatumumab is one
of several cancer drugs Glaxo aims
to launch in the coming years.

Big pharmaceutical companies
have been moving to increase their

investment in biotech in recent
weeks. Thursday, Bristol-Myers
Squibb Co. proposed acquiring the
roughly 83% of ImClone Systems
Inc. that it doesn’t already own. And
Roche Holding AG offered to buy
full control of Genentech Inc. a few
weeks ago. Genmab could be a tar-
get, analysts say. A Genmab spokes-
woman declined to comment.

European biotech companies
have delivered fewer drugs to the
market than their counterparts in
the U.S., in part because of a lack of
funding. Venture capitalists, a big
source of funding for American bio-
techs, have been less willing to risk
money on the biotech sector in Eu-
rope.

Ofatumumab is a monoclonal an-
tibody that is similar to Rituxan, a
drug sold by Genentech and Roche.

Genmab said it was releasing pre-
liminary data from a trial in pa-
tients with late-stage CLL. Genmab
said the results were statistically
significant and exceeded its expecta-
tions.

About half of 138 patients in-
volved had previously not re-
sponded to two other medications—
Campath and the chemotherapy flu-
darabine. The other half didn’t re-
spond to fludarabine and were con-
sidered unsuitable for Campath be-
cause of their type of cancer.

All of the patients were given
eight weekly infusions of ofatu-
mumab and then four monthly infu-
sions. After 24 weeks, 51% of pa-
tients in the group not responding
to both older medicines experienced
a strong response to ofatumumab,
Genmab said. About 44% of patients
in the other group responded well to
ofatumumab. Genmab said patients
generally tolerated the drug well,
though some experienced fever, diar-
rhea, fatigue and other side effects.

CORPORATE
NEWS

GLOBAL BUSINESS BRIEFS

Hynix Semiconductor Inc.

Hynix Semiconductor Inc.
posted its third straight quarterly
net loss on slowing sales of chips
amid weak demand and charges
linked to the closure of its U.S. plant.
But Hynix, the world’s second-larg-
est producer of computer memory
chips by revenue after Samsung
Electronics Co., forecast better re-
sults in the second half as it expects
demand and supply to be better bal-
anced in the global chip market.
“Personal-computer shipments will
be solid in the second half, boosting
chip demand,” said O.C. Kwon,
Hynix’s senior vice president of stra-
tegic planning, on a conference call
with analysts and investors. “Capi-
tal-expenditure cuts by chip makers
and an accelerated shutdown of
eight-inch wafer-fabrication lines
will limit growth in chip sup-
ply.”Hynix posted a second-quarter
net loss of 707.8 billion won ($698
million), reversing year-earlier net
profit of 213.5 billion won. Sales fell
5% to 1.85 trillion won.

Luxottica Group SpA

Luxottica Group SpA, the
world’s biggest eyewear maker by
sales, said Thursday that second-
quarter net profit fell 14% as
charges for its purchase of Oakley
and the weak dollar took their toll.
Net profit fell to Œ132.6 million
($206.5 million) from Œ154.6 million
a year earlier. Sales rose 2.1% to
Œ1.35 billion from Œ1.33 billion.
Chief Executive Andrea Guerra said
he is confident that the company,
which also owns the LensCrafters
chain and the Ray-Ban brand, and
makes eyewear for fashion houses
such as Prada and Chanel, will meet
full-year financial targets. Luxottica
said quarterly results were hit by
Œ20 million in restructuring
charges for the purchase of sun-
glasses brand Oakley, acquired for
$2.1 billion last year.

Prudential PLC

U.K. insurance company Pruden-
tial PLC posted a first-half net loss
of £475 million ($941 million), com-
pared with a net profit of £1.7 bil-
lion a year earlier, due in part to a
large revaluation of its investment
returns. But its operating profit for
the six months ended June 30 rose
8.3% to £1.43 billion compared
with the same period a year before.
Its business in the U.K. saw operat-
ing profit rise 8% to £650 million,
the U.S. business rose 2.6% to £360
million and returns from the Asia
business rose 11% to £579 million.
The swing to a net loss was due
largely an investment loss of £1.95
billion compared with a gain of
£241 million previously. The loss re-
flects falls in the value of some of
Prudential’s investments around
the world, including in bond and eq-
uity markets.

—Compiled from staff
and wire service reports.

Genmab claims
success in trial
of leukemia drug

Glaxo is hoping the
drug will boost its
presence in the
oncology business.

Hertie GmbH

German department-store chain
Hertie GmbH said Thursday that it
has filed for insolvency after efforts
to restructure its finances or raise
fresh funds failed. Hertie, which has
72 stores and employs more than
4,000 people, said it aimed to keep
operating while it finds a way to
turn around the business. “The joint
goal of management and staff is to
continue business without interrup-
tion in the interests of staff, custom-
ers and creditors,” Managing Direc-
tor Erik van Heuven said in a state-
ment. Hertie is majority-owned by
U.K.-based private investors
Dawnay Day International Ltd.,
which bought 74 branches in 2005
from Arcandor AG. Dawnay Day has
also recently been facing financial
difficulties. Dawnay Day had no im-
mediate comment. Arcandor said it
would feel no financial impact from
the insolvency filing.

TSMC

Taiwan Semiconductor Manu-
facturing Co. reported a 13% in-
crease in second-quarter net profit,
but the chip maker warned of a be-
low-trend third quarter as custom-
ers turn cautious amid an uncertain
world economy. TSMC, the world’s
largest contract chip maker by reve-
nue, said its net profit was 28.77 bil-
lion New Taiwan dollars
(US$942.8 million), up from a net
profit of NT$25.48 billion a year ear-
lier. TSMC didn’t give a reason for
the growth in its net profit, although
analysts had expected its diversified
customer base and pricing power to
drive earnings during the tradition-
ally slow second quarter. Consoli-
dated revenue rose 18% in the sec-
ond quarter to NT$88.14 billion.
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Leading 10 Performers
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RATING NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

5 MEI-Tsjechië MEI-Fondsenbeheer EURiNethrlnds 7.41 33.04 31.66 35.34
en Slowakije Fonds Acc B.V.

3 Skarbiec FIO SKARBIEC TFI S.A. PLNiPoland 6.52 15.07 21.98 24.80
Sub Zrównowazony Waga Acc

NS Loewen Inv Löwenfonds AG EURiLiechtnstn –8.89 8.16 10.64 NS
Fd EE Russia CtAs Acc

3 DnB NOR DnB NOR NOKiNorway –11.29 7.72 18.56 32.61
Øst-Europa Acc Kapitalforvaltning AS

5 MS INVF Morgan Stanley EURiLuxembrg –10.75 6.58 26.63 37.31
Emerg Euro MENA Eq B Acc Investment Funds

4 Renta 4 Renta 4 Gestora EURiSpain –10.71 6.46 19.30 30.54
Europa Este FI Acc S.A.

3 Santander Santander Asset EURiSpain –9.75 5.16 16.44 29.20
Emergentes Europa FI Acc Management

4 GO Landesbank Berlin EURiGermany –4.36 5.07 17.66 31.07
EAST-INVEST Inc Investment GmbH

3 Invesco Invesco Asset EURiFrance –15.34 4.89 19.22 28.57
Taïga Acc Management

4 Jyske Invest Jyske Invest DKKiDenmark –14.35 4.82 13.59 32.64
Østeuropæiske Aktier Inc

Major Japanese banks post
weakened quarterly results
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By Robin Sidel

About two months after complet-
ing the shotgun-marriage sale of
Bear Stearns Cos. to J.P. Morgan
Chase & Co., former Bear Chief Exec-
utive Alan Schwartz has decided to
leave the combined company.

“With most of the work on the
merger integration behind us,
Alan will be moving on from the
firm at the end of August to pursue
other interests,” said an internal
memo Thursday from J.P. Morgan
Chairman and CEO James Dimon
and the New York bank’s invest-
ment-banking co-heads, Steve
Black and Bill Winters.

The future of Mr. Schwartz, a
longtime investment banker special-
izing in the media industry, at J.P.

Morgan had been up in the air ever
since Bear and J.P. Morgan agreed
on a deal in March. Mr. Schwartz
had privately told colleagues that
he would stick around while J.P. Mor-
gan absorbed Bear and some of its
employees. The transaction was
completed May 30.

“After 32 years with Bear
Stearns, the time is right for me to
look toward the next phase of my ca-
reer,” Mr. Schwartz said in the
memo. “While this was not an easy
situation for anyone, the J.P. Mor-
gan team handled everything in
their trademark first-class way.”

Mr. Schwartz didn’t announce
his next move, though he has been
considering a number of options,
according to people familiar with
the matter.

Turkish court ruling
strengthens currency
Lira rallies on relief
that political ban
has been averted

FUND SCORECARD
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By Sabrina Cohen

MILAN—Assicurazioni Generali
SpA said Thursday that first-half net
profit fell 18%, as the insurer took
Œ905 million ($1.41 billion) in write-
downs on equity investments amid
falling share prices world-wide.

Generali Chairman Antoine Bern-
heim said it is difficult to predict
2008 results, citing “the ever-more-
uncertain outlook for the rest of the
year.” The company, based in Tri-
este, Italy, hasn’t set a net-profit
goal for 2008 but is targeting Œ3.8
billion in 2009.

In the six months ended June 30,
net profit profit fell to Œ1.46 billion
from Œ1.77 billion in the same period
of 2007, Generali said.

The combined ratio, which mea-
sures costs and claims as a share of
premium income, improved to
94.6% from 95% at the end of March.
A figure below 100% indicates profit-
ability. Total premiums increased
by about 7% to Œ36.8 billion. Gener-
ali reiterated that it has no exposure
to U.S. subprime assets and has no
off-balance sheet conduits, or spe-
cial investment vehicles.

The company, which sells a wide
array of business and personal cov-
erage, received a lift from strong
performances at its Central and
Eastern Europe operations, as well
as in Italian property.

Generali, Europe’s third-largest
insurer, with a market capitaliza-
tion of about Œ32 billion, expanded
operations abroad in 2007 by form-
ing a joint-venture with Czech in-
surer Ceska Pojistovna, Generali
PPF Holding, which operates in 12
countries.

Generali Co-Chief Executive Ser-
gio Balbinot said he was happy with
the company’s decision to not make
acquisitions without regard to cost.
Despite market turmoil, Generali
has been looking for potential tar-
gets to expand in Turkey and Spain
as well as Central and Eastern Eu-
rope. In June, it decided not to bid
for Royal Bank of Scotland Group
PLC’s insurance operations because
the price was too high.

Analysts have criticized Genera-
li’s slowness to expand its business
but also noted that its low-key strat-
egy has helped it weather subprime
storms better than peers. In the
past six months, Generali shares
have fallen 23%.

Ex-Bear Stearns CEO Schwartz
will leave J.P. Morgan Chase

By Rebecca Bundhun

A court decision that saved Tur-
key’s ruling party from a ban re-
moved a weight on the new Turkish
lira, but other uncertainties still
pressure the currency, analysts say.

In New York trade, the lira rallied
to 1.1656 lira to the U.S. dollar
Wednesday—having closed at
1.2049 Monday—on the news that
Turkey’s Constitutional Court had
opted not to ban the ruling Islamic-
rooted Justice and Development
party, the AKP, for antisecular activ-
ity. The dollar stood at 1.1597 lira
late Thursday.

Analysts had speculated that a
ban would be the worst possible out-
come for Turkey’s financial mar-
kets, as political chaos would have
followed. The court decided to cut
state funding to the AKP by way of a
penalty, a move that was generally
perceived as “benign” outcome.

Turkish residents are now more
likely to convert some foreign cur-
rency holdings into lira, strategists

said. Foreign investors are also likely
to boost the lira by moving into Turk-
ish assets.

“Investors focusing on long-
term equity and direct investments
are very likely to feel relieved,” cur-
rencies strategists at Barclays Capi-
tal in London said.

The lira remains at the mercy of
global economic sentiment and do-
mestic political tensions. “Although
a bull run remains very likely for the
coming weeks, Turkey’s continued
imbalances are set to leave it vulner-
able in what remains very much a
bears’ world over the medium-term
horizon,” said Ivailo Vesselinov, an
analyst at Dresdner Kleinwort in
London.

Analysts warned that tensions
between secularists and Islamists
are still strong enough to strain Tur-
key’s politics.

Currencies strategists at BNP
Paribas in London said the decision
“brightens considerably the out-
look,” adding that the lira could now
strengthen to 1.15 lira against the
dollar.

The lira typically suffers when
global investors lose their appetite
for risk. “The Turkish economy will
remain heavily exposed to commod-
ity prices and the global environ-
ment,” Mr. Vesselinov said.

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.

Generali reports
18% drop in net
on write-downs

By Atsuko Fukase

TOKYO—With the credit fallout
still hanging over global financial in-
stitutions, Japan’s major banks re-
ported lackluster quarterly results
Thursday, hurt by weak perfor-
mances in their fee and commission
businesses.

Mizuho Financial Group Inc., Ja-
pan’s second-largest lender by as-
sets, posted a 14% rise in net profit to
132.99 billion yen ($1.23 billion) for
the April-June quarter amid de-
creased credit costs and lower ex-
penses thanks to a tax effect. How-
ever, operating profit fell 50% to
83.8 billion yen from 166.74 billion
yen a year earlie.

Sumitomo Mitsui Financial
Group Inc., Japan’s No. 3 lender, re-
ported a 51% decline in net profit
during the quarter because of in-
creased credit costs and losses re-
lated to bonds and other securities.

SMFG’s net profit dropped to
58.1 billion yen from 119.69 billion

yen a year earlier.
Despite the dismal profits in the

April-June period, both banks said
they didn’t suffer much impact from
subprime-related issues.

Mizuho said losses from the
credit crunch, which includes losses
from selling its securitized products
in the quarter, totaled 27 billion yen.
The bank also booked appraisal
losses of 20 billion yen from expo-
sure of 976 billion yen to debts is-
sued by U.S. government-sponsored
enterprises such as Ginnie Mae.

SMFG said its subprime-related
losses in the quarter came to 4.2 bil-
lion yen, and losses from securitized
products unrelated to subprime were
4.3 billion yen.

Smaller rival Resona Holdings
Inc. more than doubled its net profit
for the April-June period compared
to a year earlier thanks to special
gains from the sale of its Tokyo head-
quarters building. Net profit for the
three months increased to 81.64 bil-
lion yen from 40.31 billion yen.
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R
OMANIA’S central
bank unexpectedly
raised interest rates

even though inflation is
seen to be near its peak,
adding new support for its
currency.

The National Bank of Ro-
mania raised its benchmark
rate to 10.25% from 10%, the
seventh increase since Octo-
ber 2007. The surprise deci-
sion “buttresses the bank’s

inflation-fighting credentials,” said Citigroup econo-
mist Ilker Domac, who says more increases may be
in the pipeline.

Romania’s inflation is expected to peak at around
9.3% in July, but the prospects for a sharp decline
are seen as good. —Christopher Emsden

B
RITISH housing prices
posted their biggest an-
nual drop in more than

16 years in July as the credit
crunch and concerns about
the economic outlook contin-
ued to weigh on the housing
market, data from the Nation-
wide Building Society showed.

The price of a typical
house fell 1.7% from June
and 8.1% from last July, mark-
ing the biggest annual de-

cline since Nationwide’s first year-on-year reading
in 1992 and the ninth consecutive monthly drop.

The fall in prices was also sharper than a market
consensus estimate of a decline of 1.1% from June
and 7.3% on the year from a Dow Jones Newswires
survey of economists. —Nicholas Winning

Trade talks’ failure weighs on other issues
Global cooperation
falters, clouding
hopes on emissions

Housing-price decline
is the biggest in 16 years

F
OREIGN investment in
Russia hit a record last
year, but the country

must ease investor fears
about government interfer-
ence and change faster to
keep money flowing in, the
Organization for Economic
Cooperation and Develop-
ment said.

The report from the Paris-
based international body
comes amid renewed wor-

ries about political risks to investing in Russia and
at a volatile time for Russia’s financial markets.

The OECD said foreign direct investment in Russia
rose to $52 billion in 2007 from $32.4 billion the year
before. Investment in natural resources tripled to reach
nearly half of the overall total. —Associated Press

Central bank raises rates,
boosting currency support

T HE DEMISE of the Doha world
trade talks because of splits
between wealthy and develop-

ing nations suggests other global un-
dertakings, from slashing green-
house-gas emissions to ending food-
export restrictions, also will face
hurdles.

Efforts at global cooperation are
all grappling with the same forces:

a resurgence of nationalism across
the globe, muscle-flexing by emerg-
ing economic giants such as China
and India, and a fraying of the Cold
War ties that bound many develop-
ing countries to the U.S. and Eu-
rope. “The way the Doha Round col-
lapsed is a preview of what we’re
likely to see in other negotiations,”
said Kimberly Elliott, a senior fel-
low for the Center for Global Devel-
opment, a Washington think tank.
“Emerging markets [such as China
and India] are taking a big role,” she
said, sometimes elbowing out even
poorer nations.

“If the Doha Round repeatedly
fails, this will cast doubt on the abil-
ity of all parties to find solutions to
complex problems, such as climate
change, high oil prices and food
prices within a global framework,”
said a commentary by China’s offi-
cial Xinhua news agency.

The Doha Round collapsed after
China and India insisted on having
the right to reimpose tariffs—or
raise them—if there were a surge in
food imports. In terms of impact on
economic growth, the issues at stake
in the round were fairly small com-
pared to the global-warming debate.
Limiting the rise of greenhouse
gases could hit growth by forcing in-
dustry to retool factories and con-
sumers to alter lifestyles. That sacri-
fice could prompt an even fiercer re-
action from New Delhi and Beijing.

The U.S. is similarly worried
about how a global climate-change
regime would affect economic

growth. During Senate discussion
recently on a plan to cap emissions
through a system of tradable pollu-
tion permits, much of the focus was
on how to penalize countries such
as China and India if they didn’t also
limit emissions. Essentially, the bill
would have imposed tariffs on im-
ports of steel, iron, glass, cement
and paper from such countries.
“There is more support in the Sen-
ate for the import [restriction] pro-
vision—a China-bashing measure—
than the overall cap-and-trade sys-
tem,” said Robert Stavins, a Harvard
University expert on global-warm-
ing policy

The U.S. cap-and-trade measure
failed on a procedural vote. But a
version of the bill is bound to come
up again next year because both
presidential candidates back cap-
and-trade systems.

Negotiators had been working
on a Doha trade agreement for
seven years, and often stalled. At
this week’s Geneva trade summit,
the parties seemed closer than ever
to reaching a deal, because the U.S.
and Europe had made long-sought
concessions on agricultural subsi-
dies. They hoped to entice develop-
ing nations to open their markets
further to U.S and European manu-
facturers and service companies.
Brazil, a leader among developing
nations and a big agricultural ex-
porter, signed on. Despite intense
pressure to go along, India and
China balked.

Under World Trade Organiza-
tion rules, all 153 members must
agree on a deal. In practice, only the
economically important players get
a real say. No African country was
among the seven nations that con-
ducted most of the negotiations.
The issue of U.S. cotton subsidies,
which is of vital interest to Africa’s
four cotton-producing nations,
wasn’t even discussed.

The failure of the talks isn’t
likely to have big effects immedi-
ately on the flow of world trade or
on economic growth. Outside of agri-
culture and textiles, trade barriers
generally are low globally because
of decades of tariff cutting. But the
consequences of the failure were
still significant because of the mes-
sage about the difficulty in reaching
global agreements.

“This is the first failure of a multi-
lateral trade agreement since the
1930s,” an era of protectionism, said
Fred Bergsten, director of the Peter-
son Institute for International Eco-
nomics. The absence of trade liberal-
ization, he predicted, would lead to
an increase in efforts to protect do-
mestic industries around the globe
from competition. Although WTO
chief Pascal Lamy held out hope
that the talks could be revived once
again, European Union Trade Com-
missioner Peter Mandelson said the
Geneva talks represented a “burial”
for the Doha round.

Given the U.S.’s leading role in
trade policy, the Doha failure essen-
tially hands off the issue to the
next president, who is unlikely to
make it a top priority. Daniel
Tarullo, a Georgetown University
law professor who advises Sen.
Barack Obama, said “U.S. negotia-
tors were right to walk away from
what was shaping up to be a bad
deal for the United States,” al-
though he said negotiators “should
not abandon their efforts.” Philip
Levy, an American Enterprise Insti-
tute economist who advises Sen.
John McCain, said the inability to

reach a deal “calls into question
some of the underpinnings of the
global trading system.”

Instead of global deals, patch-
work efforts on global trade issues
may become the norm. In another
area of global concern—the barriers
to food exports erected by several
dozen countries in response to ris-
ing prices—the World Bank has
tried to persuade countries individu-
ally to change their policies by ap-
pealing to their national interests.
The bank’s president, Robert Zoel-
lick, a former U.S. trade representa-
tive, argued to countries that they
will wreck their credibility as export-
ers if they cut back in times of global
trouble.

Future trade deals may focus
more on narrower national inter-
ests, rather than Doha-style talks
that call for countries to make con-
cessions in one area to make gains
in another. One possible model is a
kind of “coalition of the willing” ap-
proach. The model is the Informa-
tion Technology Agreement signed
in 1996, which set zero tariffs on
new-technology goods for coun-
tries that signed on. About half the
WTO’s members have done so.
 —Charles Forelle in Brussels and

Andrew Batson in Beijing
contributed to this article.

Medvedev tries to calm investors
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By Andrew Osborn

MOSCOW—President Dmitry
Medvedev moved to calm market
jitters about Russia’s investment
climate Thursday, calling on author-
ities to stop harassing companies
and shaking them down for bribes.

“We need to create a normal in-
vestment climate in our country,”
he said in televised comments. “Our
law-enforcement agencies and gov-
ernment authorities should stop
causing nightmares for business.”

His comments came days after
Prime Minister Vladimir Putin
caused stock prices to plummet by
almost 9% after severely criticizing
steel and coal producer OAO
Mechel, an unexpected attack that

spooked investors who are worried
about the Kremlin’s role in business.

Those fears have been fanned by
the treatment of BP PLC’s joint ven-
ture TNK-BP Ltd., which has run
afoul of numerous regulatory bodies
that have complicated its operations
to the point where its chief executive
officer left the country last week.

Mr. Medvedev, who took office
in May, has made reasserting the
rule of law and stamping out cor-
ruption the centerpiece of his ad-
ministration, but he has yet to con-
vince skeptics who say Russia’s
problems are too ingrained to be
solved swiftly.

Official bodies from the police
to the fire brigade regularly con-
duct spot checks on businesses,

levying fines for alleged irregulari-
ties. One of Mr. Medvedev’s first ac-
tions was to outlaw the practice.

He said Thursday that he had
signed an anticorruption plan and
that he was sending a signal that he
was serious about clamping down
on graft. “In this country, people at-
tach a special importance to sig-
nals” from the Kremlin, he said.
“You can consider I gave you such a
signal.”

On Wednesday, one of the presi-
dent’s advisers lashed out at Mr. Pu-
tin for rocking the stock market, fu-
eling speculation about a rift be-
tween Mr. Medvedev and Mr. Putin.
“It is not correct to destroy your
own stock market,” Igor Yurgens
had said.

7
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Changing dynamic
Trade is growing more quickly in the developing world, with manufactured 
goods at the forefront of the increase
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OECD says government
must ease investors’ fears

By Bob Davis in Washington
and John W. Miller in Geneva
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U.S. broker flees charges
Former Credit Suisse
worker might be in
his native Bulgaria

By Amir Efrati

And Randall Smith

U.S. prosecutors suspect that a
Wall Street broker who is the target
of a criminal investigation into sales
of mortgage-related securities has
left the country and could have fled
to his native Bulgaria, according to
people familiar with the case.

The move comes as prosecutors
prepare to bring criminal charges in
a high-profile probe into the activi-
ties of two former Credit Suisse bro-
kers, the people say. Authorities
have been investigating whether the
brokers—Eric Butler and Julian
Tzolov, who is Bulgaria-born—lied
to investors about how they placed
their money in “auction rate” securi-
ties tied to subprime mortgages, the
people say.

Kenneth Breen, a lawyer for Mr.
Tzolov, and Paul Weinstein, a lawyer
for Mr. Butler, declined to comment,
as did a spokesman for the U.S. attor-
ney’s office for New York’s Eastern
District in Brooklyn, which is han-
dling the case.

Credit Suisse said in a statement
that the brokers were suspended
last year as soon as the firm “de-
tected their prohibited activity,”
and that it notified regulators.

The investigation is the first
known criminal matter stemming
from the now-collapsed market for
auction-rate securities. This type of
debt soared in popularity in recent
years because of its unique struc-
ture: It let issuers borrow for the
long term, but at lower, short-term
interest rates. The interest rates re-
set at periodic auctions, thus the
name.

However, this market—which
once topped $330 billion—seized
up in February, leaving thousands of
investors stuck with securities that
they now can’t sell. This has forced
many bond issuers, such as state
and local governments, to refinance
such debts, often at higher rates and
after paying extra fees.

The inquiry is being widely
watched by Wall Street firms, which
are facing civil claims and regula-
tory probes about whether they ade-
quately disclosed the risks in these
auctions.

Last week, New York Attorney
General Andrew Cuomo filed civil
fraud charges against UBS AG, ac-
cusing the firm of a “multibillion-
dollar consumer and securities
fraud,” and demanding the firm pay
back its profits from the auction-
rate-securities business, make in-
vestors whole and pay damages.
UBS is fighting the charges.

The investigation into Messrs.
Tzolov and Butler was spurred by
meetings starting last fall that in-
volved a number of the brokers’ in-
stitutional clients, the Justice De-
partment and the Securities and Ex-
change Commission, the people
say. The clients alleged that the
New York-based brokers sent them
emails that mislabeled the auction-
rate securities by using names that
made it appear as if the securities
were backed by student loans, the
people say. In fact, the securities
were backed by riskier assets tied
to subprime mortgages, according
to the people and emails reviewed
by The Wall Street Journal. Some
clients had authorized purchases

only of securities backed by stu-
dent-loan assets.

Mr. Tzolov, 35 years old, appears
to have moved out of his condomin-
ium, which is located a few blocks
from Credit Suisse’s Madison Ave-
nue office in the Flatiron District of
Manhattan. He bought the property
last year for $2 million, public
records show. Mr. Tzolov moved his
belongings out about a month ago,
according to the doorman at the
apartment building.

It is unclear whether Bulgaria
could extradite a defendant in a
U.S. securities-fraud case. The cur-
rent U.S.-Bulgaria extradition
treaty from 1924 covers “fraud” but
isn’t more specific. A new extradi-
tion treaty, which could go into ef-
fect as early as September, would in-
clude most felony crimes, including
securities fraud.

Mr. Tzolov graduated from an En-
glish-language high school in Sofia,
Bulgaria, in 1992, and got a bache-
lor’s degree in finance and invest-
ments from Baruch College in New
York in 1997, according to regula-
tory records. He went to work at
CIBC World Markets Corp. and Leh-

man Brothers Holdings Inc. before
joining Credit Suisse with Mr. Butler
in 2003.

Mr. Butler, 36, and Mr. Tzolov re-
signed from Credit Suisse last Sep-
tember and joined Morgan Stanley,
which fired them earlier this month
based on indications they might
face criminal charges by federal
prosecutors, according to a person
familiar with the matter.

In its statement, Credit Suisse
said that “while these former em-
ployees violated their obligations
to our firm and our clients, Credit
Suisse provided the corporate cli-
ents involved with official trade
confirmations and account state-
ments accurately reflecting their
trading and holdings.”

More than a half-dozen compa-
nies have filed civil legal claims
against the two brokers and Credit
Suisse to recover losses, according
to records of customer disputes
kept by industry regulator Finan-
cial Industry Regulatory Authority,
or Finra, which is also investigating
the matter.

Many of the brokers’ clients were
Israeli firms, based on relationships
the pair formed years ago. The cli-
ents ranged in size from drug giant
Teva Pharmaceutical Industries Ltd.
to IncrediMail Ltd., a small Internet
firm. One firm, STMicroelectronics
NV, a Swiss semiconductor com-
pany, has taken a $75 million charge
stemming from the auction-rate se-
curities losses. Some companies
have suffered paper losses of nearly
all their investment.

The brokers began visiting Israel
and acquiring clients when they
worked for Lehman Brothers several
years back, according to an Israeli ex-
ecutive who had dealt with the bro-
kers. Lehman declined to comment.

Messrs. Tzolov and Butler put
some clients’ money into newly is-
sued auction-rate securities tied to
mortgages, according to the Israeli
executive. Selling the newly issued
securities would have earned the
brokers heftier commissions.

Many of these companies say
their money was put into securities
thatweremuchriskierthantheircon-
servative business plans called for
and came at a time when the brokers
should have known that subprime
loans for people with poor credit had
already begun to default nationwide.

In two emails that were shown to
prosecutorsandreviewedbytheJour-
nal, the brokers described invest-
ments to one client by adding the
words “student loan”and “st. loan”to
thenamesof securitieswhichweren’t
primarily student-loan related. The
client had authorized only student-
loan investments.

In one example, Mr. Tzolov sent a
report to the client regarding a multi-
million-dollar purchase of “South
Coast Funding St. Loan.” The actual
name of the security is “South Coast
Funding IV Ltd.,” which is largely
backed by real-estate- or mortgage-
related securities. It may also in-
clude a small portion of student-loan
securities, according to the securi-
ty’s offering document.

In another email, sent by a junior
broker at Credit Suisse who worked
with Messrs. Tzolov and Butler, a se-
curity was described as “Camber
Funding Student Loan” rather than
its real name, “Camber Master
Trust.” This security didn’t include
student-loan securities, according to
its offering document. Currently, in-
vestors can sell these types of securi-
ties only at a steep discount, if at all.
 —Liz Rappaport

contributed to this article.

Subprime aggravation
Two former Credit Suisse brokers are
being investigated for fraud in
connection with selling auction-rate
securities tied to subprime
mortgages to their corporate
clients—including many in Israel,
whose balance sheets have suffered.
Below, the clients and their status:

Compañía Panameña de Aviación SA
(Panama), commercial airline:
Settled last year with Credit Suisse
for $3.6 million, according to
regulator records.

IncrediMail Ltd. (Israel), Internet
firm: Wrote down $4.9 million, nearly
its entire investment.

Logitech International SA
(Switzerland), computer-related
products: Settled with Credit Suisse
but still had to record $46 million
paper loss.

Mind CTI Ltd. (Israel), billing and
customer-service products: Wrote
down $15.2 million, or 75%, of their
holdings, and filed arbitration claim.

Sarin Technologies Ltd. (Israel),
diamond measurement tools: Wrote
down nearly all of its $1 million
investment and filed arbitration
claim.

STMicroelectronics NV
(Switzerland), semiconductors:
Recorded $75 million charge and filed
an arbitration claim.

Syneron Medical Ltd. (Israel),
cosmetic-procedure devices: Took
$5.8 million charge and filed an
arbitration claim.

Tadiran Communications Ltd., now
part of Elbit Systems Ltd. (Israel),
military-communications technology:
Settled with Credit Suisse for $7.3
million last year, according to
regulator records.

Teva Pharmaceutical Industries Ltd.
(Israel), drug maker: Took $52 million
charge; a Credit Suisse employee
flew to Israel to negotiate but the
talks failed.

Visonic (Israel), electronic security
systems: Announced $1.7 million
settlement with Credit Suisse earlier
this year but later said negotiations
had broken down.

Source: SEC filings, WSJ research
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BUSINESS OPPORTUNITIES

BUSINESS SERVICES

BUSINESSES FOR SALE

CAPITALWANTED

TRAVEL

32m (104ft) Custom
Motor Yacht by Derecktors

Sleeps 6 in 3 Staterooms, +4 Crew.
Beautiful designwith exquisite interior
with 2MTU 3,045HPwith Kamewa jet
drives for shallow-draft port access.

Œ 1.3 mm

Inspect in Fort Lauderdale, USA
e-mail: mvalle@micfl.com

ESTATE SALE

NATURAL GAS SHALE
Own a Natural Gas Well.

Experienced operator has drilled
35 consecutive, successful wells in

Natural Gas Shale.
Has undeveloped well
locations in inventory.
Cost $800,000/well.

Operator will drill and manage
investments. Well life

expectancy, 65 plus years.
Generous tax deductions for 2008.

Principles only.
800-246-2576 x106

EQUITY PARTNERSWANTED
Global Web Launch to Mkt Now!
NewMedia Control Concept
112+ Million Projected Income.
Multi-billion dollar potential
150K Min to Participate

Call: 678-643-5220 Eric
ericceo5000@gmail.com

Product Line Available
Compact multiple task construction equip product
l ine avail - including demonstration equip,
engineering, customer list and all active leads. The
track driven unit is equipped with variable speed
drive, crane, auger, load deck, man-lift & an
on-board comp control sys. Tech One, Inc.
dmw@tech1inc.com § 262-641-0105

Investment Opportunity
Clean up to 15 million

Asset Available to selected
public for stock investment.

E-mail:
LDS5@aol.com

We have a Foreclosure Investment Fund that
buys non-performing notes and provides “work-
outs” for the borrowers. Make money and feel
good about it.

Want to earn a “very high”
rate of return investing
in foreclosure pools?

732.866.8551 (U.S.) info@femtg.com

à As with all investments,
appropriate advice should be obtained prior
to entering into any binding contract. à

Lower cost steel wire fabricated products
company. Located directly across the US border in
a desireable Mexican city. Well established with
capable work force. Possibly avail with or without
multi million $ consumer product line.

Box PW314, Wall Street Journal
545 E. John Carpenter Fwy. #400,

Irving, TX 75062

Manufacturer
Mexico

Wheel & Tire Company
Owner must sell due to health.

Gross sales $50 MIL
Worldwide.

Valued at $30 MIL.
Will take $12 MIL.
330-402-1096

GREENWICH CT ESTATE
Purchase Mortgage Needed.
$3.1 m req'd to purchase,
$6m est appraised value,
790 FICO, NINA loan.
Borrower will pay flat

fee for one year balloon note.
Contact buyer's broker:

866-578-5171

U.S. Developer Seeking Capital
30-40% IRR expected

Developer has $5MM, needs $5MM
Will accept $100K or more

Benjamin Loomis
773-769-1145

bal@ambleresorts.com

Panama Resort Development

$4 Million Invest.
$6 Mil Payback over 18/mo. Well secured
and guaranteed. Extensive creditable

resume and success history.
Call: (301) 977-1692 or

e-mail: Rbutler83@aol.com

Investment Capital Request

HIGH OIL PRICES +
LOWRIG COUNT =
OPPORTUNITY
Own 33.3% Of
Drilling Rig

Potential 18.39% IRR
36 Month Buy Back
1-866-750-3462
info@mrcoxinc.com

Save 60% First/Business
Major Airlines. Corp. Travel
www.cookamerican.travel

(212) 201-1824
WEWILL NOT BE UNDERSOLD

COOK
An American
Express Rep.

Careers. Tuesdays in
Marketplace.
Tel: 44-20-7842-9600
or 49-69-971-4280
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Karadzic fails to enter plea
Bosnian Serb leader
during wartime says
he cut deal with U.S.

U.S., Libya near terror settlement

Wife of Thailand’s Thaksin
sentenced to 3 years in jail

Beijing broadens efforts
to clear polluted skies

Radovan Karadzic, out of disguise
and in the hands of an international
war-crimes tribunal, entered no plea
Thursday in his first court appear-
ance at The Hague but claimed that
former U.S. Ambassador Richard Hol-
brooke cut a deal with him in 1996
and then sought to have him killed.

The widely broadcast proceed-
ing was the first time much of the

world had seen the former wartime
leader of the Bosnian Serbs since he
was indicted by the tribunal in 1995
and went into hiding.

Mr. Holbrooke, in a telephone in-
terview Thursday, denied all of Mr.
Karadzic’s claims, saying “there was
no quid pro quo” in the deal to remove
the Bosnian Serb leader from power.

Mr. Karadzic, with a shave and
haircut that made him recognizable
again as an older version of the man
whose swept hair became familiar on
television screens during the Bosnian
war of the 1990s, also said he would
represent himself at trial and made it
clear he doesn’t plan to be rushed.

When given a chance to raise any
concerns over procedural matters
to the court, Mr. Karadzic said he
wanted to read a four-page state-
ment. Judge Alphonsus Orie gave
him two minutes.

In 1996, Mr. Karadzic said, U.S.
peace envoy Richard Holbrooke of-
fered him a deal, “in which I had to
withdraw from public life”—even,
he added, “from literary life.” Mr.
Karadzic also wrote poetry. In re-
turn, he said, the U.S. “would fulfill
their commitments.”

Interrupted by the judge, Mr.
Karadzic didn’t say what those U.S.
commitments were. Resuming, Mr.
Karadzic said Mr. Holbrooke had
tried and failed to have the indict-
ment against Mr. Karadzic by the In-
ternational Criminal Tribunal for
the former Yugoslavia lifted. It
wasn’t clear whether this was the
U.S. commitment Mr. Karadzic had

referred to earlier.
Mr. Karadzic also referred to

“an intention to liquidate me,” and
suggested Mr. Holbrooke might
still want him dead. “I wonder if his
arm is long enough to reach me
here,” he said. Mr. Karadzic’s frag-
mented and jumbled statements
were difficult to follow.

Mr. Holbrooke denied these
claims. “Karadzic has been putting
this out for 12 years to cover his hu-
miliation at having lost his jobs,” said
Mr. Holbrooke, referring to Mr.
Karadzic’s removal in 1996 from his
posts as president of the self-pro-
claimed Bosnian Serb republic and as
head of the main political party there.

The former U.S. special envoy to
Yugoslavia said there had indeed
been a deal to remove Mr. Karadzic
from public life, which has long
been public. But he said it was
struck in Belgrade with former Yugo-
slav President Slobodan Milosevic
and two of Mr. Karadzic’s top lieu-
tenants in 10 hours of negotiation.

“There was no quid pro quo, but
we had a lot of leverage. We had
60,000 troops on the ground and
plenty of options to squeeze them fur-
ther,” he said. Mr. Karadzic, he said,
has been claiming for 12 years that
there was a side deal, including a
promise to pay him $600,000 a year.

“I didn’t try to have Karadzic
killed,” said Mr. Holbrooke, “but I did
try hard to have the NATO com-
mander ordered to capture him in

those first six months when he was
still living out in the open. That he
wasn’t [captured] was a big mistake.”

Until being picked up in Belgrade
earlier this month, Mr. Karadzic was
one of the most wanted alleged war
criminals involved in the fighting
that tore apart the former Yugosla-
via in the mid-1990s. He is accused
of 11 counts of war crimes, among
them genocide. He is alleged to have
directed the slaughter of 8,000 Mus-
lims in the enclave of Srebrenica in
1995, among other crimes.

In the courtroom Thursday, Mr.
Karadzic listened impassively as
Judge Orie gave a summary of the
charges. He answered rudimentary
questions curtly but politely in Ser-
bian. Asked if he would represent
himself, a key issue for a court, Mr.
Karadzic said he would, though he
had an “invisible adviser.” The court
can decide whether Mr. Karadzic can
represent himself, something that
some defendants, including former
Yugoslav President Milosevic, were
eventually allowed to do.

Mr. Karadzic also seemed uninter-
ested in a speedy trial, availing him-
self of a 30-day delay before enter-
ing a plea, and castigating the
court’s prosecutor, who in a news
conference Wednesday had prom-
ised an “efficient” trial. That seemed
to be an answer to criticisms of the
four-year trial of Mr. Milosevic,
which was still under way in 2006
when he died of a heart attack.

“Speed matters in a showdown
between gunslingers, but it is out of
place in a court,” Mr. Karadzic said.

That the judge prevented Mr.
Karadzic from reading his state-
ment Thursday was a clear signal
the court intends to force him to
stick with procedural rules, accord-
ing to Terree Bowers, an attorney
with the Los Angeles law firm How-
rey LLP who worked at the tribunal
in the 1990s and helped to prepare
Mr. Karadzic’s arrest warrant. That
was something the court often
failed to do in Mr. Milosevic’s trial.

“I think they can conclude this
trial in less than a year,” said Mr. Bow-
ers. He noted that in the Milosevic
trial, prosecutors built an enormously
complex case based on 66 counts in
three separate conflicts in Bosnia,
Croatia and Kosovo. Mr. Karadzic’s
current indictment involves 11 counts,
all alleging crimes in the 1992-1995
war in Bosnia-Herzegovina only.

By Shai Oster

BEIJING—Chineseauthoritieswill
close more than 200 additional facto-
ries near Beijing and restrict traffic in
four surrounding cities if its skies
don’t clear in time for the Olympics, a
tacit admission that its antipollution
policies haven’t gone far enough.

The measures, unveiled eight
days before the Games are to begin,
will be implemented 48 hours in ad-
vance if weather and pollution fore-
casts predict unhealthy air, govern-
ment environmental officials said.

The new measures follow steps
taken since July 20 in Beijing, the
nearby port city of Tianjin and four
surrounding provinces. Those efforts
were meant to undo in a few weeks
the environmental damage of de-
cades of nearly unrestrained growth.

Hundreds of steel mills, cement
plants, power plants and factories
making everything from chemicals to
furniture to building supplies already
have either been shut down or told to
cut back production. In Beijing, traf-
fic controls have removed about half
of the city’s 3.3 million automobiles
from the roads. These measures have
forced some workers home on ex-
tended leave with lower pay, while
others struggle to get to work on
roads jammed because of special
lanes for Olympic VIPs.

Officials say the measures have
cut pollution by about 20% compared
with last year. But they acknowledge
that may still not be enough if the
weather goes against them. Some na-
tions have worried about their ath-
letes in outdoor endurance events
such as cycling and the marathon.
Olympic officials said they would

postpone or even cancel such events
in the case of heavy pollution.

Experts say pollution can be scat-
tered within days under a strong
breeze. And in the first few days of
the initial set of measurements,
Beijing’s air cleared.

But muggy air over the weekend
sent Beijing’s air-pollution index
above 100, the maximum level for
what officials call the city’s “blue
sky days,” or days of acceptable air
quality. China ranks air quality on a
scale of zero to 500, with anything
below 50 ranked “good” and above
251 “hazardous.” China says days
just above 100 are “unhealthy for
sensitive groups.”

Still, a level of 100 exceeds typi-
cal levels in most European and U.S.
cities, and is well above World
Health Organization guidelines on
some types of pollutants.

Officials blamed bad weekend
weather but acknowledged that
more could be done.

The plan announced by the Minis-
try of Environmental Affairs on
Thursday said Beijing could shut
down all construction sites and an
additional 105 factories, nearby
Tianjin could shut 56 power plants
and factories and surrounding He-
bei province could close 61 more
plants. Traffic restrictions could be
expanded to four more cities.

Beijing already has shut down
some 100 plants, and the city of Tang-
shan has temporarily closed 267 fac-
tories. Restrictions are in effect as
far away as Shanxi province and In-
ner Mongolia, regions rich in coal
and heavy industry. Studies show as
much as 70% of Beijing’s pollution
can blow in from outside the city.

Worried that current pollution curbs may not be sufficient ahead of the Olympics,
China may close more factories and put further restrictions on cars.

Radovan Karadzic will have to enter a
plea at his next hearing Aug. 29.

ECONOMY & POLITICS
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By Charles Forelle in The
Hague and Marc Champion in
Brussels

By Jay Solomon

WASHINGTON—The Bush ad-
ministration and Libyan leader
Moammar Gadhafi’s government
are close to reaching a comprehen-
sive agreement to settle all out-
standing claims tied to Libya-re-
lated terrorism from the 1980s.

The agreement calls for Tripoli
to make a single payment of more
than $1 billion to a U.S. government-
administered entity, officials in-
volved in the talks said. That entity
would oversee the compensation for
victims of the 1988 bombing of Pan
Am flight 103 and other terrorist at-
tacks tied to Mr. Gadhafi’s regime.

The U.S. Congress, in turn, is
close to passing legislation that
would allow President George W.
Bush to grant Libya a waiver from
any future litigation tied to past ter-
rorist acts. The Senate on Thursday
morning unanimously passed the
legislation, and lawyers involved in
the settlement said they are hope-
ful the House will follow soon.

“If this passes…all of the victims
could be paid out by the fall,” said
Jim Kreindler, whose law firm repre-
sents 130 victims of the Pan Am
bombing over Lockerbie, Scotland,
which killed 270 people.

The compensation question has
imperiled the Bush administration’s
six-year campaign to normalize rela-
tions with Libya after decades of en-
mity. The White House has cited Mr.
Gadhafi’s 2003 decision to scrap Lib-
ya’s nuclear program and publicly
renounce terrorism as among its
key foreign-policy successes.

U.S. businessmen and lobbyists
said a comprehensive deal on the
terrorism claims could open the
floodgates for new American busi-
ness with Libya. Major U.S. oil com-
panies, such as ExxonMobil Corp.,
Chevron Corp. and Occidental Pe-
troleum Corp., returned to Libya
shortly after Mr. Gadhafi’s rap-
prochement with Washington. But
big American defense, infrastruc-
ture and telecommunications firms
are still looking to benefit from the

Libyan economy, which is expected
to grow by more then 9% this year,
thanks to the global oil boom. Con-
tinued tensions between Washing-
ton and Tripoli have allowed Euro-
pean, Asian and Russian firms to
win many of the new contracts, U.S.
diplomats and businessmen said.

Libyan officials, meanwhile, said
they are interested in investing sig-
nificantly more in the U.S. Mr.
Gadhafi established a sovereign
wealth fund last year with more
then $50 billion in assets.

The Libyan Investment Author-
ity has been barred from taking
stakes in U.S. firms, due to fears its
investments could be frozen under
a new U.S. law enacted in January
that enhanced the ability of U.S.
terrorism victims to seize Libyan
assets, as well as those of compa-
nies doing business with the North
African country. Libya responded
to the law by largely ceasing to con-
duct dollar-denominated transac-
tions and limiting contacts with
U.S. companies.

By Supunnabul Suwannakij

And James Hookway

BANGKOK—Thailand’s criminal
Court convicted the wife of former
Prime Minister Thaksin Shinawatra
of tax evasion and sentenced her to
three years in jail, a decision legal ana-
lysts said could be an indicator of how
judges might rule in several cases
against Mr. Thaksin.

About 300 police secured the
court as the verdict was read on
Thursday, reflecting intense public
interest in the cases filed against Mr.
Thaksin and his family after he was

ousted in a military coup in 2006.
Mr. Thaksin’s political allies

formed a new government after win-
ning a parliamentary election in De-
cember. Mr. Thaksin’s wife, Pojaman
Shinawatra, and her stepbrother,
Bannapot Damapong, were each sen-
tenced to three years in jail for avoid-
ing tax payments in 1997.

On Wednesday, Thailand’s Su-
preme Court accepted a case
against Mr. Thaksin for allegedly us-
ing his position as prime minister to
arrange cheap loans to neighboring
Myanmar in order to benefit his fam-
ily’s telecom business.
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By Natasha de Teran

W ill competition drag the
traditional world of inter-
dealer brokers into the

electronic age?
The niche market has flour-

ished for decades by relying on
people to broker trades between
bankers, even as the rest of the fi-
nancial marketplace turns increas-
ingly to electronic platforms to
match buyers and sellers.

But the growing importance of
computerized trading, along with
rising competition from financial
exchanges, have put pressure on
the old model and raised the pros-
pect of consolidation. On Thurs-
day, the U.K.’s Tullett Prebon and
New York-based GFI Group said
they are discussing a merger, a
deal that would create the largest
interdealer broker by staff, and
the second-biggest in revenue, be-
hind ICAP.

The companies already are
prominent players in the rela-
tively small world of interdealer
brokers, who function as interme-
diaries in trades between banks,

profiting from commissions. Vola-
tility in world markets over the
past year has been a boon for busi-
ness, but the industry remains
crowded, with five key players
and a host of
smaller partici-
pants.

The talks are
“nonexclusive,”
GFI said in a state-
ment, and still
could be scuttled.
According to peo-
ple familiar with
the matter, a com-
bined company
would be listed in
London, where
Tullett is based.
Terry Smith,
chief executive of
Tullett Prebon,
would be named
chairman, while
GFI’s chairman
and chief executive, Mickey
Gooch, would become chief execu-
tive of the combined entity.

The companies first entered
merger discussions last year, but
those talks fell apart as disagree-
ments emerged over valuations
and management roles.

Talks resumed again recently,
driven in part by a sharp drop in
recent months in GFI’s share price
following the departure of much
of the firm’s U.S. credit team to a
competitor. In addition, the com-
panies have struggled to expand

their electronic capability and at-
tain the same profit margins as
London-based ICAP, which de-
rives about one-third of its operat-
ing profit from electronic broking.

A deal also
would come as
the brokers fend
off competition
from traditional
exchanges such
as Liffe, the de-
rivatives arm of
NYSE Euronext,
and the Chicago
Mercantile Ex-
change, both of
which have
waded into the
over-the-
counter market.

The inter-
dealer broker
sector tradition-
ally has staked
out a rough-and-

tumble reputation that con-
trasted with the more patrician
image cultivated by big banks and
other City institutions. Those dis-
tinctions have been fading in re-
cent years, however, as both busi-
nesses have broadened their hir-
ing pools.

Tullett Prebon rose 4% on the
London Stock Exchange Thursday.
Word of the deal drove up GFI
shares 11% on Nasdaq Thursday af-
ternoon.

By Liz Rappaport

After a month of tense negotia-
tions with creditors, Chrysler LLC’s
lending arm is closer to completing
a $30 billion refinancing of work-
ing capital as a Friday deadline
looms.

As of Thursday after-
noon New York time, two-
thirds of Chrysler Finan-
cial’s banks had renewed
their commitments to the
lending arm, according to
people familiar with the of-
fering. A full deal is ex-
pected to be completed Fri-
day morning.

Chrysler’s refinancing
effort has collided with in-
creasingly challenging
times for the Big Three U.S.
auto makers as they continue to fal-
ter under pressure from high oil
prices and tight credit-market con-
ditions.

Chrysler announced last Friday
that the company will no longer of-
fer leases to its U.S. customers, in
response to the rapid and steep
drop in used-car values, particu-
larly for U.S. makers’ sport-utility
vehicles and trucks. Ford Motor Co.
and General Motors Corp. have also
taken steps to scale back their leas-
ing businesses.

J.P. Morgan Chase & Co., Citi-
group Inc., and Royal Bank of Scot-
land Group PLC have led Chrysler
Financial’s refinancing effort and
said that getting out of the leasing
business was helpful in smoothing
the negotiations between the com-
pany and its creditors, which were
concerned about the declining
value of leased cars.

Chrysler Financial declined to
comment other than to say the

terms of the financing are still be-
ing finalized.

The credit facility was put in
place last summer when Chrysler
was sold by the former Daimler-
Chrysler AG to private-equity firm
Cerberus Capital Management LP,
and it comprises nearly half of the
lender’s $70 billion working-capi-
tal portfolio. The money was used
by Chrysler Financial to fund loans
and leases to car customers as well
as loans to auto dealers.

The refinancing effort kicked off
with a July 1 bank meeting and coin-

cided with what turned
into a month of grim re-
ports of falling auto sales
and plunging values for
used leased cars—all of
which had creditors ner-
vous about renewing their
commitments to Chrysler
Financial.

Senior Chrysler execu-
tives—including Chair-
man and Chief Executive
Robert Nardelli, Vice
Chairman and Co-Presi-

dent James Press and Cerberus
chief Stephen Feinberg—have been
involved in the discussions.

The size of the refinancing could
still change as bankers assess
Chrysler Financial’s needs without
the lease business, said people fa-
miliar with the matter. Pricing on
the refinanced $30 billion deal is
likely to dwarf last year’s costs by
tenfold, said people familiar with
the deal, at nearly two percentage
points above the London interbank
offered rate.

The structure of the financing is
known as a conduit—long-term as-
sets such as leases and car loans are
used to back short-term loans.

For the past year, ratings firms
have been increasing what they re-
quire financing companies to put in
as collateral for bonds backed by
auto leases to offset the declining
values of used cars, said Kevin Duig-
nan, head of U.S. asset-backed secu-
ritization research at Fitch Ratings.

2007 ’08

Source: Thomson Reuters Datastream

Ripe for a deal?
52-week share performance
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Tullett Prebon, up 14%

GFI Group, down 44%*

*As of midafternoon Thursday, in New York

New way coming
for interdealers?
GFI Group, Tullett Prebon

in talks that could spark

consolidation in sector

Chrysler Financial nears
refinancing agreement
Falling auto sales,
used-car values make
creditors nervous

Robert Nardelli

Send comments to cityletter@wsj.com

MONEY & INVESTING

LETTER FROM THE CITY
News and insights from London’s financial center

By Ulrike Dauer

And Ragnhild Kjetland

FRANKFURT—Deutsche Bank
AG said Thursday that second-quar-
ter net profit fell 64% from a year
earlier, hurt by a further Œ2.3 bil-
lion ($3.6 billion) in asset write-
downs.

Meanwhile, U.K. bank HBOS PLC
also reported a lower second-quar-
ter profit amid further write-
downs.

Deutsche Bank, Germany’s larg-
est bank by market capitalization,
said net profit fell to Œ642 million
from Œ1.8 billion a year earlier. The
bank incurred a Œ131 million net
loss for the first quarter, when it
took Œ2.7 billion in write-downs.

The latest results were helped
by a tax benefit of Œ3 million, while
the year-earlier earnings were
weighed down by an income-tax ex-
pense of Œ922 million.

Revenue fell 39% to Œ5.4 billion
in the second quarter from Œ8.8 bil-
lion a year earlier.

The latest write-downs brought
the bank’s hit from the fallen value

of credit-market investments to
Œ7.3 billion since the start of the cri-
sis last summer.

Deutsche Bank shares rose 1.3%
to Œ59.59 in Frankfurt Thursday.

Dresdner Kleinwort analysts
said the earnings showed “good re-
sults in the more stable business ar-
eas but disappointment in invest-
ment banking due to higher-than-
expected write-downs.”

The results indicate the bank’s
“relatively heavy reliance on invest-
ment banking has taken its toll on
earnings again,” said Celent ana-
lyst Isabel Schauerte.

HBOS said first-half net profit
fell 57% to £880 million ($1.74 bil-
lion) from £2.06 billion a year ear-
lier, hurt by £1.1 billion in write-
downs.

In addition to the write-downs,
HBOS’s corporate investment port-
folio suffered a poor performance
because of stock-market volatility,
and revenue in that segment fell
75% to £134 million from £543 mil-
lion.

HBOS shares rose 7.1% to 290.50
pence in London.

Deutsche Bank profit falls 64%,
hurt by $3.6 billion write-down

Registrations for the European Business Awards 2009 are now open.
Companies of any size representing all sectors and all countries of the
European Union are invited to compete for Europe’s top business accolade.

REGISTER NOW!
The Awards Categories are:

The Business of the Year Award
The Business Leader of the Year Award
The RSM International Entrepreneur of the Year Award
The Business Innovation of the Year Award
The Atradius Growth Strategy of the Year Award
The Award for Customer Focus
The Award for Corporate Sustainability
The Award for ICT Effectiveness
The Employer of theYear Award
The Environmental Awareness Award
The Marketing Strategy of theYear

NEED MORE INFORMATION?
Contact our EntriesTeam on +44 (0) 207 234 3535 or Email info@businessawardseurope.com
or to download a Registration Form visit our website www.businessawardseurope.com

RECOGNISING EXCELLENCE, INNOVATION AND BEST PRACTICE IN EUROPE

Every successful business has
something to shout about..

Proudly Sponsored by:

European Media Partner:

Important dates to remember…
1 May 2008 – Open for Entries
31 October 2008 – Entries Close
27 November 2008 – Ruban d’Honneur announcements
27 January - 6 February 2009 – Presentations to Judging panels
7 April 2009 – Awards Ceremony
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