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What’s News—

Business &3 Finance

The bailout of Roskilde, led by
the Danish central bank, may
herald a consolidation of the
country’s fragmented banking
industry. While the takeover
might not signal major trouble
for Denmark’s banks, other
lenders that have been hurt by
a slowdown in the property sec-
tor may seek to merge. Page 1

m Infosys Technologies agreed
to buy U.K.-based Axon Group
for $753.1 million to bolster its
consulting business. Page 5

m Ten Italian businessmen met
to discuss an Alitalia rescue
plan, including a possible $1.5
billion capital injection. Page 4

W Movable wing panels are
suspected in the Spanair jet-
liner crash that killed 154 peo-
ple last week in Madrid. Page 5

m France’s decision to let EDF
raise tariffs lifted hopes that the
utility may be able to shake a
weight on its share price. Page 19

m U.S. stocks dropped as con-
cerns about the financial sector
weighed on sentiment. European
stocks drifted lower. Page 20

® German oil firms are enlisting
technology to wring more oil
and profit out of the country’s
small, mature sector. Page 3

m Beijing will formalize its sys-
tem of vetting foreign acquisi-
tions of local companies for na-
tional-security concerns. Page 19

m PetroChina plans to buy the
50% stake held by parent CNPC
in their energy joint venture in a
deal valued at $11.8 billion. Page 2

m Saudi Arabia will set up an
investment fund to buy farm-
land overseas to meet rising de-
mand for food at home. Page 22

m BP’s Russian venture says
one of its executives has re-
signed, becoming the second se-
nior manager to leave the trou-
bled firm this month. Page 21

m Canada’s Precision Drilling
agreed to buy Grey Wolf for
about $2 billion after the Hous-
ton firm’s shareholders rejected
a merger with Basic. Page 22

Markets 4 p.m. T

NET PCT
MARKET CLOSE CHG CHG
DJIA 11386.25 -241.81 -2.08
Nasdaq 2365.59 -49.12 -2.03
DJ Stoxx 600 282.15 -1.67 -0.59
FTSE 100 5505.6 Closed
DAX 6296.95 -45.47 -0.72
CAC 40 4355.87 -44.58 -1.01
Euro $1.4782 -0.0031 -0.21
Nymex crude $115.11 +0.52 +0.45

Money & Investing > Page 19

World-Wide

Obama planned to relaunch his
“urban agenda” that includes
raising the minimum wage, as
Democrats opened their conven-
tion. He is trying to remind vot-
ers he understands their eco-
nomic anxieties. Liberals aren’t
sure the party is really following
them. Pages 1, 10, 11, 12, 16, 17

o Russian lawmakers voted to
recognize two Georgian regions’
independence, a process Merkel
warned Medvedev not to com-
plete. Putin threatened to pull
out of some trade pacts. Page 1

m Sharif’s party withdrew sup-
port for Pakistan’s ruling coali-
tion and will put up an ex-judge
in a Sept. 6 vote for president
against PPP leader Zardari. Paki-
stan outlawed the Taliban. Page 2

m Israel freed 198 Palestinian
prisoners, in a move aimed at
breathing life into Mideast

peace talks that Rice praised.

m Irag’s prime minister said no
U.S. security deal is possible with-
out a troop-withdrawal deadline.

m Relatives of 65 people killed
in the crash of a jetliner near
Kyrgyzstan’s main airport Sun-
day began identifying victims.

m Zimbabwe’s Mugabe dealt a
further blow to prospects for a
power-sharing accord, but par-
liament chose the opposition’s
candidate as speaker. Page 9

m China’s and South Korea’s
presidents agreed to expand co-
operation in political, economic
and other areas, including the
North’s nuclear disarmament.

m Police and soldiers fired at
Muslim protesters defying a
curfew in Indian Kashmir, kill-
ing at least five people, and ar-
rested separatist leaders.

m Sudanese government forces
attacked one of Darfur’s largest
refugee camps, killing dozens of
civilians, according to rebels.

m Indian authorities struggled
to get aid to over one million
people hit by monsoon flooding
in the northern state of Bihar.

m Thai prosecutors asked the
Supreme Court to seize $2.2 bil-
lion in assets of ousted Prime
Minister Thaksin and his family
as part of a corruption probe.

m French rescuers located the
bodies of eight climbers buried
under ice and snow after an ava-
lanche Sunday near Mont Blanc.

EDITORIALEOPINION

European disunion
Russia is using its energy
weapon to divide and rule the
continent. Page 15
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Liberals in Obama’s party
push for seat at the table

As Democrats gather,
activists make it clear
they want to be heard

BY GERALD F. SEIB

DENVER—Walk into almost any
hotel here this week and you can
find an odd sight: Liberals starting
their day by lobbying Democrats.

The lobbyists are members of
the Progressive Democrats of Amer-
ica, an activist group working to
keep the party true to liberal priori-
ties, and they have been assigned to
every hotel housing Democratic con-
vention delegates. “At breakfast,
where they go to get their talking
points [from the national party], we
will be there,” says Tim Carpenter, a
veteran of Democratic campaigns
and national director of the PDA.

The fact that Mr. Carpenter and
his cohorts feel compelled to button-
hole other Democrats to promote
the liberal agenda is a sign of quiet
tension lurking within the Demo-
cratic party. That tension is a poten-
tial complication now for Sen.
Barack Obama and certain to be one
for him and his party if he is elected
president.

Progressives—the term of art for
the party’s liberal wing—contend,

Please turn to page 30

Danish bailout
may herald
bank mergers

By ANNA MOLIN

The Danish central-bank-led bail-
out of troubled lender Roskilde
Bank AS could herald consolidation
of the country’s fragmented banking
market, analysts said Monday.

“We’ve already begun to see
mergers in the smaller banking seg-
ment,” said Sydbank’s head of eq-
uity research, Bjorn Schwarz. “In an
economic downturn, you will al-
ways see companies joining to-
gether to solve the issues that they
are facing,” he added.

Roskilde, Denmark’s eighth-larg-
est bank, was taken into public own-
ership Sunday after write-downs on
domestic property loans, amid cool-
ing housing prices, pushed the bank
into insolvency and scared off poten-
tial buyers.

Denmark’s central bank and an
association of Danish lenders will
buy Roskilde’s assets for 4.5 billion
Danish kroner ($891.4 million) and
take over debt and liabilities total-
ing 37.7 billion kroner. The central
bank will contribute 3.75 billion kro-
ner in capital and the Danish Bank-
ers’ Association will cover 750 mil-
lion kroner.

Shareholders will most likely

Please turn to back page

Michelle Obama, wife of soon-to-be Democratic presidential nominee Barack
Obama, visits the convention hall in Denver on Monday.

Moscow vote to support
separation draws rebuke

The Kremlin upped the ante in its
showdown with the West over Mos-
cow’s invasion of Georgia, as Rus-
sia’s Parliament voted to recognize
the independence of two separatist
Georgian regions and Prime Minis-
ter Vladimir Putin threatened to
pull out of trade agreements.

The unanimous votes in both
houses of Parliament immediately

By Gregory L. White in Moscow
and John W. Miller in Brussels

drew stern condemnations from
Western leaders, including German
Chancellor Angela Merkel. She
warned Russian President Dmitry
Medvedev not to complete the pro-
cess by officially recognizing the
separatists as independent coun-

tries, a move that would effectively
break up Georgia.

But the Kremlin, confident after
crushing the Georgian assault on
one of the Russian-backed separat-
ist regions, South Ossetia, in a five-
day war early this month, has
seemed impervious to pressure so
far. Divisions within Europe and the
U.S. over how to handle the crisis
have further weakened the West’s
response.

Monday, Moscow stuck by its
plans to keep hundreds of “peace-
keeping forces” on Georgian terri-
tory in what U.S. and European offi-
cials insisted was a violation of the
terms of the French-brokered cease-
fire that ended the fighting.

Recognition of the separatists

Please turn to back page
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Pakistan’s coalition fails

Sharif’s party picks
candidate to stand
in presidential vote

BY ZAHID HUSSAIN

ISLAMABAD, Pakistan—The
party led by former Prime Minister
Nawaz Sharif withdrew its support
for Pakistan’s ruling coalition, pro-
longing political uncertainty in the
nuclear-armed nation and
U.S. ally.

Mr. Sharif said his Paki-
stan Muslim League (N)
will put up a retired judge
to stand in the electoral-col-
lege vote for president,
against leading contender
Asif Ali Zardari, the leader
of the Pakistan People’s ;
Party, the senior partner in
the now-fractured coali-
tion that came to power af-
ter landmark national elec-
tions in February.

The vote, set for Sept. 6, will
elect a successor to Pervez Mushar-
raf, who resigned last week under
threat of impeachment charges.

The two parties have split over
the issue of restoring judges fired
last year by Mr. Musharraf. Mr.
Sharif for months has called for the
judges to be restored and said he
thought he had a deal with Mr. Zard-
arito do so when they agreed to pro-
ceed with Mr. Musharraf’s impeach-
ment. But since Mr. Musharraf re-
signed, they have been at an im-
passe, with the PPP reluctant to rein-
state the jurists.

“It was not possible for us to con-
tinue supporting the government af-
ter Mr. Zardari failed to honor his
promise to restore the judges,” Mr.

Sharif told a news conference. He
said his party will sit in the ranks of
the opposition and continue its
struggle for the independence of
the judiciary.

The withdrawal of his party isn’t
expected to cause the government to
collapse and force new elections,
however, because the Pakistan Peo-
ple’s Party can muster the support of
smaller parties to maintain a ruling
coalition. Mr. Sharif said his aim
wasn’t the government’s collapse.
“We don’t want to be instrumental in
overthrowing any govern-
ment,” he said. “We don’t
have any such intentions.”

Power will now be con-
centrated with the PPP, the
pro-U.S. party of slain
former Prime Minister
Benazir Bhutto. The party
has vowed to take tough ac-
tion against Islamist mili-
tants fighting Pakistan’s
military in the northern

Nawaz Sharif ~ border region.

Mr. Sharif named Saeed
Uzaman Siddiqui, a former chiefjus-
tice, as the party’s candidate for
president. Mr. Siddiqui’s nomina-
tion gives a twist to the presidential
race, which seemed tilted heavily in
Mr. Zardari’s favor, but with sup-
port from some other parties, Mr.
Zardari still has the edge.

The move, however, sets the
stage for a political showdown be-
tween the two major parties. The
vote is held by an electoral college
of national legislators and provin-
cial assembly members.

Mr. Siddiqui was removed from
office in January 2000 by then-Gen.
Musharraf after the judge refused to
take an oath of allegiance to the mili-
tary government that overthrew
Mr. Sharif to take power in 1999. “He
is an honorable man and will safe-

guard the constitution of the coun-
try,” said Mr. Sharif.

The breakup of the coalition
could result in a new alignment of po-
litical forces with Mr. Zardari’s PPP
on one side and a combination of Mr.
Sharif’s PML (N) and the Pakistan
Muslim League (Q), which split from
each other a few years ago, coming
together in opposition. Mr. Sharif’s
party holds power in the country’s
largest province, Punjab, and could
present a formidable challenge to
the PPP-led national government.

The growing political uncer-
tainty has dissipated the euphoria
generated by the exit of Mr. Mushar-
raflast week and raised fears of pos-
sible army intervention as the coun-
try drifts. Mr. Zardari’s decision not
to restore the judges may irk law-
yers who have campaigned hard for
their reinstatement. The Pakistan
Supreme Court Bar Association
Monday said it would stage country-
wide protests beginning Thursday if
the government failed to reinstate
the judges. The benchmark Karachi
Stock Exchange Index fell 1.8%.

Also Monday, Pakistan outlawed
the Taliban movement after the mili-
tants claimed responsibility for a se-
ries of terrorist attacks, including
last week’s twin suicide bombings
at the country’s main arms-manu-
facturing complex that killed more
than 70 people. Rehman Malik, fed-
eral interior minister, said the gov-
ernment has decided to ban Te-
hrik-e-Taliban  Pakistan and
wouldn’t allow any terrorist group
to operate in the country.

The move indicates a toughening
stance in the wake of rising militant
violence and is likely to be welcomed
by the U.S. government, which has
blamed the Pakistani government
for allowing the Taliban to operate
from havens within Pakistan.
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PetroChina to buy rest
of venture from parent

By DAvID WINNING

BEIJING—PetroChina Co. has
agreed to buy the 50% stake held
by parent company China Na-
tional Petroleum Corp. in aninter-
national joint venture between
them, in a deal valued at $11.8 bil-
lion, a person familiar with the sit-
uation said.

Hong Kong-listed PetroChina
already owns half of the company,
CNPC Exploration & Development
Co., which was set up in 2005 as a
joint venture with PetroChina’s
state-owned parent to control
most of the group’s overseas oil
and natural-gas fields.

PetroChina has been widely ex-
pected to buy the rest of the com-
pany sometime this year. But ris-
ing oil prices, which are now
roughly double their level when
the joint venture was formed,
helped push up the value of the re-
maining half.

Buying the rest of the joint ven-
ture will help boost PetroChina’s
profile by increasing its owner-
ship in key oil and gas fields, but
investors might wince at the high
cost that comes from buying the
joint venture now.

PetroChina favors issuing new
shares on the Shanghai Stock Ex-
change to finance the purchase,
but is worried about the current
weakness in the market, said the
person familiar with the matter.

Spokesman Mao Zefeng said
the company has no imminent
plans to issue new Class A shares
to raise funds. “Regarding the po-
tential purchase of a stake in the
international joint venture, the
company hasn’t made any final de-
cision,” Mr. Mao added.

PetroChina shares rose 3.1% to
9.94 Hong Kong dollars (US$1.27)
in Hong Kong Monday. The com-
pany is to disclose its first-half
earnings Wednesday.

The acquisition price for CNPC
E&D was finalized at the end of
April, but the deal was held up for
some months, partly because the
parties differed over payment of a
capital-gains tax, the person close
to the matter said. However, that
has been resolved as Beijing has
agreed to exempt CNPC from pay-

DAILY SHARE PRICE

PetroChina*
Monday’s close: HK$9.94, up 3.1%

“ In Hong Kong trading
Source: Thomson Reuters Datastream

ing a capital-gains tax on the sale,
which would have totaled some
$2.7 billion, the person added.

PetroChina took its 50% stake
in the venture in June 2005, when
it paid 20.74 billion yuan to CNPC.
That deal is valued at $3 billion at
current exchange rates.

The venture holds assets in
more than 10 countries including
Kazakhstan, Venezuela, Algeria,
Peru, Oman, Canada, Chad, Indone-
sia and Ecuador. The key asset
within CNPC E&D is PetroKazakh-
stan Inc., which produced more
than 10 million metric tons of
crude oil in 2007.

But the venture doesn’t include
CNPC’s oil and natural-gas assets
in Sudan. —Shai Oster in Beijing

and Aries Poon in Hong Kong
contributed to this article.

CORRECTIONS &
AMPLIFICATIONS

Gill Athletics Inc. is based in
Champaign, Ill. In an Aug. 19 article
about Gill and other javelin makers,
the city’s name was misspelled as
Champagne.

Asia Media Co. will be delisted
from the Tokyo Stock Exchange’s
small-cap Mothers market Sept. 20.
An article in the Friday-Sunday edi-
tion incorrectly said it had already
been delisted.
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(German oil sector revives

High crude prices
alter the economics

of high-tech drilling
By JAN HROMADKO

FRANKFURT—High oil prices are
offering German companies an oppor-
tunity to enlist new and expensive
technology to wring more oil—and
profit—out of the country’s small and
mature oil sector.

German upstream oil-and-gas
companies, such as Wintershall AG, a
unit of BASF SE, and RWE AG’s RWE
Dea are investing hundreds of mil-
lions of euros in their German opera-
tions to maximize oil recovery, ex-
tending the operating life of oil fields,
reactivating formerly uneconomic
fields and searching for new deposits.

Germany’s energy sector is tiny
and has been in decline for years. Ac-
cording to the German oil-and-gas in-
dustry association WEG, domestic
crude-oil production was around 3.4
million tons last year, down from 3.6
million tons in 2005. The 2007 output

accounted for about 3% of Germany’s
crude-oil consumption last year. The
country also produced around 17 bil-
lion cubic meters of natural gas,
about 18% of consumption.

By comparison, Norway produced
more than 131 million tons of crude
oil in 2005, while the U.K.’s produc-
tion was more than 77 million tons in
the same year.

But high global energy prices are
giving German companies an oppor-
tunity to use technology to squeeze
more oil out of their older fields than
was previously possible. WEG esti-
mates that investment in domestic ex-
ploration and production will in-
crease around 43% this year, to €555
million, or about $820 million.

Wintershall board member and
head of production Ties Tiessen said
oil-and-gas production has become
more economical in the environment
of high oil prices, despite rising oper-
ating costs. He said Wintershall,
which produced 112 million barrels of
oil equivalent last year, making it Ger-
many’s biggest producer by volume,
plans to invest around €100 million in
Germany this year.

“High prices allow us to produce

more, even under the application of
expensive, modern technology,” Mr.
Tiessen said. “We intend to keep in-
vestment at this level in coming
years.”

The bulk of the German oil and gas
deposits are in northern Germany. Oil
production in the state of Lower Sax-
ony was 1.11 million tons in 2007,
while 2.16 million tons were pro-
duced in Schleswig-Holstein. Germa-
ny’s largest oil field, Mittelplate, is in
the North Sea off the coast of
Schleswig-Holstein.

At Wintershall’s Emlichheim oil
field in northwestern Germany, close
to the Dutch border, the company is
planning to spend €16 million to drill
four new wells in 2008. The field has
been in operation since 1944 and pro-
duces around 140,000 tons of crude a
year from more than 80 wells.

By using “steam flooding technol-
ogy,” which involves injecting steam
under high pressure to reduce the vis-
cosity of the oil, the company hopes
to elevate its extraction rate to 50%,
from 30%, Mr. Tiessen says.

“Every percentage point increase
in oil recovery extends the produc-
tion lifetime of an oil field like Emli-

Wringing out the last drop of profit

Mostly dependent on other nations for oil, Germany has seen its small,
declining crude sector keep producing amid high prices

German domestic crude-oil production

4 billion tons
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Origin of German crude-oil supplies®

Norway 15% — Russia 33%
U.K. 12%
L
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Source: WEG (the German oil-and-gas industry association)

chheim by around two years,” Mr.
Tiessen said.

RWE Dea, Germany’s second-larg-
est upstream oil-and-gas company by
output, producing around 2.3 million
tons a year globally, is also taking ad-
vantage of high oil prices and plans to
expand its upstream activities. At the
company’s Mittelplate platform,
which it operates in a 50-50 joint-ven-
ture with Wintershall, RWE Dea be-
lieves there are around 14 million
tons worth of additional oil deposits.

“We’re planning to conduct trial
drillings to find out what further pro-
duction potential there might exist in

the vicinity of Mittelplate,” RWE Dea
spokesman Derek Moesche said.

Without high oil prices, Mr. Moe-
sche said the project wouldn’t be eco-
nomically viable because the field lies
in an environmentally sensitive area
and would require drilling long hori-
zontal shafts from existing wells to
reach the deposit.

The Mittelplate field produces
around two million tons a year.
Around 20 million tons of the overall
100 million tons have been extracted,
but RWE Dea expects it will be able to
recover an additional 30 million to 35
million tons.
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BANKS

Citigroup, others added
to Deutsche Bahn offering

ERMAN RAILWAY com-
pany Deutsche Bahn

AG said it added sev-

How to best ensure teens
don’t mix alcohol, driving

ow to keep
kids, cars and
alcohol apart is

Bahrain Air puts in order

for 6 Airbus A320 planes

OW-COST carrier
Bahrain Air has

placed a firm or-

eral banks to the consortium
handling the initial public of-
fering of its logistics busi-
ness, expected this fall.

The company gave man-
dates to Citigroup Inc., Credit
Suisse Group, ABN Amro
Holding NV and Royal Bank
of Scotland Group PLC as co-
leads in the IPO, and named
as co-managers Commerzbank AG, DZ Bank AG and
WestLB AG, BNP Paribas SA and Merrill Lynch & Co.

Deutsche Bank AG, Goldman Sachs Group Inc.,
Morgan Stanley and UBS AG are global coordina-
tors. The IPO of DB Mobility Logistics AG is set to
be Germany’s biggest in eight years.

—Reuters
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der for six narrow-
body Airbus A320 air-
craft in a deal valued
at about $400 million,
a senior official said.
“We’ve ordered six
A320s for delivery in three years, but we’re trying
to get them before that,” Ibrahim Abdulla Al Hamer,
the carrier’s managing director, said in a telephone
interview with Zawya Dow Jones.
Launched in February, Bahrain Air operates two
leased A320 aircraft to 10 destinations. Mr.
Al Hamer said the airline will take delivery of three
more leased planes from November. Airbus is a unit
of European Aeronautic Defence & Space Co.
—Stefania Bianchi

Shutterstock
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a contentious debate.
Since the mid-80s, the
enforcement of a mini-
mum drinking age of
21 years old in the
U.S. has helped curb
significantly the

amount of alcohol-related teen traffic fatalities. But
that number has leveled out in the past decade, and

numerous college presidents are concerned that

teen drinking-prohibition efforts have fostered an

underground culture of binge drinking.

D

WSJ.com subscribers can read more about teen
driving safety in Joseph White’s Eyes on the Road
column, at WSJ.com/Autos.

A click starts the journey

Web travel agencies
woo back customers;
incentives are offered

BY SARAH NASSAUER

O GET THE best deal on
T travel, Paul Ewing, a self-pro-

claimed road warrior, says he
first compares “baseline fares” at
online travel agency Orbitz.com be-
cause he likes the site’s layout.

The software developer from Dal-
las then checks the Web site of his
preferred carrier, AMR Corp.’s
American Airlines, where he holds
elite frequent-flier status. If the
price still isn’t right, he searches
other online travel agencies like Ex-
pedia.com and Travelocity.com un-
til he finds the best deal.

In many ways, Mr. Ewing’s
search for the best rates parallels
shifting consumer tastes for book-
ing arrangements online.

When airline booking first came
to the Web, online travel agencies,

such as Travelocity.com, drew the
bulk of the sales, in large part be-
cause they could scour a number of
suppliers’ deals all at once. For this
service, users paid a booking fee—
usually between $5 and $7. More re-
cently, travelers have gone directly to
the “suppliers,” such as airlines and
hotels, drawn by price guarantees
and sleeker Web design. But lately, on-
line travel agencies have worked to
woo back customers, offering travel
packages and budget offerings.

About 61% of online travel last
year was purchased directly from
suppliers, compared with about
50%in 2003. Suppliers prefer to sell
travel directly to consumers to
avoid paying online agencies a com-
mission.

Still, no one Web site or rule of
thumb leads to the best travel deal,
which means consumers might
need to spend time looking around.

When Nadia Rullo of Perth, Aus-
tralia, was planning a five-week
tour of the U.S this summer, she
searched for hotel accommodations
at Expedia, where she had had suc-
cess finding good deals in the past.

But for her stay in New York, where
Ms. Rullo planned to spend the big-
gest block of time, she decided to
contact directly the upscale Bryant
Park Hotel. The hotel emailed her
back with an offer that was more
than $800 cheaper than the deal Ms.
Rullo had found on Expedia, she
says. She used Expedia to book the
rest of the hotels for her trip.

Online agencies are highlighting
inherent strengths they have over
supplier Web sites for price-con-
scious consumers. The agencies say
they can save travelers money by ne-
gotiating discounted prices on pack-
age deals of a flight, hotel and rental
car. And by offering multicarrier
fares—flying different airlines on
each leg of a trip—online agencies
can sometimes get customers bet-
ter deals than if they stuck with a sin-
gle carrier. Mr. Ewing, the software
developer, says multicarrier tickets
are his primary air purchase at on-
line agencies.

In its largest sale ever, Expedia
this month announced it will offer
50% off on stays of four nights or
more at about 125 hotels booked by

Cheap Travel
Tips for navigating the
world of online travel

m Remember that a booking fee -
usually $5 to $7 - is always charged
when buying travel through the
three largest American online travel
agencies, Travelocity, Expedia and
Orbitz.

m The industry is filled with stiff
competition. Use it. Check prices
with metasearch companies such as
Kayak or Farecast, as well as with
online travel agents and directly
with the airline or hotel you select.

m If you are a frequent flier
concerned about racking up points
and miles, you are usually better off
booking directly with an airline or
hotel.

Sept. 2. Priceline.com, which offers
blind bidding on airline tickets as
well as traditional online agency ser-
vices, has seen sales strengthen
since it stopped last summer charg-
ing booking fees on airline tickets.
And in June, Orbitz launched its
Price Assurance program: If a cus-
tomer buys an airline ticket, and an-
other customer then books the
same flight at a lower price, Orbitz

Italian businessmen weigh Alitalia rescue plan

By Luca D1 LEo

ROME—A group of 10 Italian
businessmen met Monday to dis-
cuss a plan to save Alitalia SpA, in-
cluding a possible capital injection
of €1 billion ($1.5 billion), in what
could prove a critical week for Ita-
ly’s beleaguered state-controlled
carrier.

The meeting in Milan was spon-
sored by Intesa Sanpaolo SpA, the
Italian bank that in May received
the mandate from Premier Silvio
Berlusconi to sell the government’s
49.9% stake in Alitalia—the third at-
tempt to privatize the struggling
airline in nearly two years.

Alitalia hasn’t reported a net
profit since 2002, and the recent
surge in fuel prices has made mat-
ters worse. The airline has become
a symbol of Italy’s economic mal-
aise. The nation’s economy con-
tracted in the second quarter, and
Italy could become the first big

euro-zone country to fall into reces-
sion this year.

Intesa Sanpaolo is proposing a
breakup of Alitalia, with the carri-
er’s potentially profitable opera-
tions being sold to a group of inves-
tors headed by Italian businessmen
in order to keep Alitalia in domes-
tic hands.

Merger talks between Alitalia
and Air France-KLM SA collapsed
in April, the same month that Mr.
Berlusconi won national elections,
pledging to keep the airline Italian.

Italian investors in Alitalia are
expected to include Roberto Col-
aninno, chief of motorcycle maker
Piaggio SpA, and Carlo Toto, head
of domestic carrier Air One SpA.
Other possible bidders include the
Benetton family, which controls
clothing company Benetton Group
SpA, insurance magnate Salvatore
Ligresti and the Equinox invest-
ment fund.

Messrs. Colaninno and Toto and

representatives of the other poten-
tial investors were seen at the
venue in Milan where the meeting
was held. They have previously de-
clined to comment.

The 10 businessmen who met
Monday said they were willing to in-
vest a total of more than €1 billion
in Alitalia as long as the govern-
ment approves new legislation to
facilitate the breakup of the airline,
said a person familiar with the mat-
ter.

Mr. Berlusconi’s cabinet is to
meet Thursday to discuss new bank-
ruptcy measures that would make
it possible to break off and liqui-
date Alitalia’s unprofitable busi-
nesses, which include the carrier’s
ground operations, while selling its
profitable part to private investors.

The person familiar with the dis-
cussions didn’t provide a break-
down of how much each investor
would put into Alitalia, but indi-
cated that Mr. Colaninno was likely

to become the main shareholder.
Mr. Colaninno declined to com-
ment on the meeting Monday.

Intesa Sanpaolo is aiming to fi-
nalize the latest rescue plan for Ali-
talia by Friday, the day the carrier’s
board meets to approve first-half
results.

Alitalia’s losses may have nearly
doubled to about €400 million in
the first six months of 2008, Italian
think tank IBL predicted this
month. The airline posted a loss of
€495 million for 2007, burdened by
tough competition from budget air-
lines and high fuel costs.

Once the breakup of Alitalia is
completed, new investors led by
Italian businessmen would be ex-
pected to pump in around €1 billion
and the airline would seek an inter-
national partner, a person familiar
with the matter said.

—Gabriele La Monica in Milan
contributed to this article.

automatically sends a check to the
first customer for the difference.

“For us to reinvigorate consumer
interest in online travel agencies,
we need to give them an incentive to
come to us,” says Steve Barnhart,
chief executive and president of Or-
bitz.

There is “certainly some evi-
dence in the last year of an online
agency resurgence,” says Josh
Weiss, director of e-commerce for
Delta Air Lines Inc. “We are spend-
ing alot of time looking at every rea-
son that a customer might not want
to come to delta.com or abandon the
experience before booking,” he
says.

Mr. Weiss says the carrier is fo-
cusing on making its site faster and
is introducing perks like “best-rate
guarantee,” rolled out this summer.
The program says that if a customer
can find a cheaper fare somewhere
other than at delta.com within 25
hours of making a purchase, Delta
will match the fare and send the cus-
tomer a $100 credit.

Airlines and hotels say they pro-
vide better customer service than
online travel agencies, since the sup-
pliers are most familiar with their
own policies and directly control
things like canceled flights or room

inventory.
Another comparison-shopping
tool comes from so-called

metasearch sites, such as Kayak.com
and Farecast. These allow shoppers
to compare fares and routes from
multiple sources at the same time
but ask them to click through to a sep-
arate Web site to make a purchase.
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Infosys will pay
$753.1 million

for Axon Group

BY NIRAJ SHETH

NEW DELHI—In one of the larg-
est overseas acquisitions by an In-
dian technology company, Infosys
Technologies Ltd. said it has
agreed to buy U.K.-based tech con-
sultancy Axon Group PLC for
$753.1 million.

The deal is designed to bolster In-
fosys’s consulting business, which
has struggled to grow in recent
years. In the fiscal year ended
March 31, the consulting arm had a
loss of $13 million. The acquisition
could herald a trend toward larger
deals in the sector, as Infosys’s com-
petitors look to bulk up their con-
sulting arms as well.

Infosys Chief Executive Kris Go-
palakrishnan said the company
wanted to increase its consulting
business by adding to its client base.
Axon confirmed the offer and said
its board recommended sharehold-
ers approve it.

Indian technology companies
have long depended on basic tech
servicing, such as programming ap-
plications and maintaining com-
puter systems, to make money.
However, rising wages and increas-
ing competition for the country’s
engineering graduates have made
it difficult for them to keep hiring
enough people to grow at the same
rates they have before.

Now, Infosys and its competitors
are looking to grow through higher-
value areas like consulting, which
bring in more revenue per em-
ployee. Consultants potentially
bring more business as they work
through problems that involve
other parts of the company.

The deal will expand Infosys’s op-
erations in the UK. and Europe and
help it diversify beyond its depen-
dence on the U.S. In quarter ended
June 30, the company made 63% of
its revenue from North America.
Last month, Infosys said that within
a few years, it foresees 40% of its
revenue coming from Europe.

Axon focuses on consulting for
SAP enterprise software, which
helps large corporations keep track
of their business processes. The
company earned net profit of $37.4
million last year on revenue of
$378.3 million.

Before the announcement, Info-
sys shares ended 0.5% higher on the
Bombay Stock Exchange, at 1,703.05
rupees ($39.31) each. The deal val-
ues the British company at £6
($11.11) a share, a 19.4% premium
over Friday’s closing price of
£5.025. Markets in London were
closed Monday for a public holiday.
The deal is expected to be com-
pleted by November.

—Jackie Range
contributed to this article.

Career Journal

Passing grades

Companies use tests to
parse employees’ strengths,
weaknesses > Page 29
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Wings suspected in Spanair crash

Investigators believe
movable flap panels
not properly extended

By ANDY PASZTOR

The Spanair jetliner that crashed
during takeoff from Madrid last
week apparently didn’t suffer an en-
gine shutdown or fire before im-
pact, according to people familiar
with the details, but investigators
suspect movable panels on the
wings weren’t properly extended.

As preliminary information trick-
led in over the weekend about the ac-
cident, which killed 154 people, an in-
ternational team of experts contin-
ued to comb the wreckage looking
for parts of the McDonnell Douglas

MD-82 used to extend its flaps, these
people said. The flaps are movable
panels at the rear of the wings de-
signed to provide extra lift during
takeoffs.

Another major goal of the team is
to determine whether some internal
fault or engine-control setting may
have caused a malfunction in the
twin-engine jet—a workhorse for in-
ternational airlines since the 1980s.

At this point, investigators be-
lieve the engines were working prop-
erly and putting out adequate thrust.

It’s still too early for investiga-
tors to draw definitive conclusions,
and Spanish government officials
and a spokesman for the airline,
whichis owned by Scandinavian air-
line SAS AB, have declined to com-
ment on the direction of the investi-
gation.

Several people familiar with the

effort said various portions of the
plane that have been recovered,
along with video taken by cameras
at the airport, don’t show any signs
of fire or explosion during takeoff.
Initially, eyewitness reports and
comments from airport officials in-
dicated that flames were coming
out of the left engine during takeoff.
Investigators believe both en-
gines were turning as the plane
struggled to get airborne using
more of the 3,000-meter-long run-
way than would have been typical,
even on a hot day. The plane flew
briefly, its right wing dipped and
then it smashed back to the ground,
sparking a fireball and a raging
brushfire that delayed arrival of res-
cuers at the wreckage.
Investigators in the next few
days intend to enhance video im-
ages, while the U.K.’s Air Accidents

Investigation Branch will attempt
to determine what happened by ex-
amining the plane’s so-called black
boxes, which record flight parame-
ters and cockpit conversations. At
this point, investigators don’t be-
lieve that a defect detected in an out-
side-temperature sensor before
takeoff played any significant role
in the accident.

According to people familiar
with the Spanair probe, investiga-
tors are looking at a variety of possi-
ble causes but they are focused on
trying to determine whether the pi-
lots may have been distracted dur-
ing the pre-flight checklist, or re-
ceived incorrect indications about
flap settings. Two U.S. jetliners
have crashed since the 1980s be-
cause pilots failed to deploy flaps as
part of their normal checklist proce-
dures before takeoff.
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Food makers tweak recipes to fatten profits

Companies use
cheaper ingredients,
fillers to cut costs

BY JULIE JARGON

Major food makers are quietly al-
tering their recipes on candy, dairy
products and other top-selling
lines, adding fillers and substituting
cheaper ingredients to cut costs
amid the commodities boom.

Hershey Co. is substituting vege-
table oil for a portion of the cocoa
butter traditionally used in some of
its chocolates. Spice maker McCor-
mick & Co. is now supplying food
companies with cheaper spices and
new flavor blends, such as Mexican
oregano instead of pricier Mediter-
ranean oregano, and garlic concen-
trate instead of heavier (and cost-
lier to ship) garlic cloves.

General Mills Inc. says that by re-
ducing the number of spice and in-
gredient pouches in boxes of Ham-
burger Helper—and by halving the
number of pasta shapes used in the
product line—the company has
trimmed manufacturing costs 10%.
The company is also replacing pe-
cans with less expensive walnuts in
its Pillsbury Turtle cookies.

Soy protein, a low-cost meat
filler long used in school-cafeteria
hamburgers, is making its way into
more packaged foods, says Michael
Considine, an executive at Minne-
sota grain company CHS Inc. In the
past two years, he has seen a10% in-
crease in the volume of soy protein
the group sells to major food compa-
nies, he says.

Most of the tweaked products
still cost the same for consumers, if
not more. Recently, Hershey an-
nounced a price increase across
most of its lines.

It’s happening as food compa-
nies face pressure to raise prices to
cover their own fast-rising costs. On
Friday, new data showed that food
companies raised prices across 35
key product categories by 7.3% over
the 12-week period ended Aug. 9, ac-
cording AC Nielsen. The increases

are “unprecedented,” Sanford Bern-
stein analyst Alexia Howard wrote
in a note to investors.

Also on Friday, Mars Inc., maker
of M&Ms candies and Snickers bars,
saidit’s raising some prices and cut-
ting the size of its Funsize candy
packs.

Food makers face not only rising
shipping costs due to costlier fuel,
but also sizeable jumps in the price
of wheat, sugar and other basic in-
gredients. The pricing pressure
isn’t likely to dissipate soon: It is
driven at least in part by growing de-
mand for meat and milk in develop-
ing countries as living standards
rise. In addition, government incen-
tives are resulting in more corn be-
ing made into ethanol, cutting into
the corn available for cooking or
livestock feed.

Food-commodity prices had re-
treated somewhat in July, but on Fri-
day, the Dow Jones AIG Agricultural
Sub-Index, which charts futures
prices of crops ranging from corn to
coffee, closed 7.7% higher for the
week. That was its largest weekly
change since the early months of
the two-year-old rally in farm-com-
modity prices.

Food companies and their suppli-
ers say the changes they are making
don’t sacrifice quality, flavor or nu-
trition. General Mills of Minneapo-
lis says consumers liked walnuts
just as much as the pricier pecans it
removed from its Turtle cookies.
That change, as well as a decision to
mix chocolate chips into some Pills-
bury cookie dough rather than sprin-
kle them on top has saved more than
$5 million in annual costs, says
spokeswoman Heidi Geller.

The chief executive of spice
maker McCormick, Alan Wilson,
says that “through alternate ingredi-
ents and flavor technologies, we’re
helping food companies replace
high-cost ingredients with low-cost
ones while maintaining the same
quality.”

Still, swapping out ingredients
for cheaper ones has the potential
to alienate consumers already
stretched by high gasoline prices
and a weak economy. In a cost-cut-
ting effort in the 1990s, Campbell

Recipe change

Higher prices are motivating some
food makers to swap or cut
ingredients.
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Hershey Kissables: Vegetable oil is
being substituted for some of the
cocoa butter traditionally used.
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Pillsbury Turtle Cookies: Walnuts
now replace pricier pecans.
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Soup Co. reduced the amount of
meat in its chicken noodle soup. Con-
sumers noticed and sales suffered,
says Ms. Howard of Sanford Bern-
stein. After the episode, a new chief
executive at Campbell vowed not to
cut corners like that again.

Taste can be a concern, too.
While food makers say the changes
don’t alter the flavor of their prod-
ucts, “the risk of tweaking formulas
too much is that slowly and almost
imperceptibly, you gradually alter
the taste...so that after five alter-
ations, you have something that
tastes different than it did five years
ago,” says Robert Moskow, a food-in-
dustry analyst with Credit Suisse.

Other companies are gussying
up lower-end products to make
them more appealing. Cargill Inc.,
of Minneapolis, in July introduced
to supermarkets cheaper cuts of
meat with fancy-sounding names
like Maranada steak (flank steak),
Marbello steak (skirt steak) and
Cordelico sirloin (flap meat). These
cuts come from less tender regions
of the cow, unlike pricier cuts such
as filet mignon, which comes from
the tenderloin muscle.

In a press release announcing the
new cuts, Elizabeth Desbien of
Cargill said that the “newly posi-
tioned, mid-priced products allow re-
tailers to provide another option to
their customers who love beef, but

who may be more price-sensitive.”

Restaurants, too, are fiddling
with their dishes. Sysco Corp., the
nation’s largest food-service com-
pany by sales, has been working
with restaurants to make cost-sav-
ing changes such as replacing but-
ter with oils that are blended with
butter.

This month, McDonald’s Corp.
said it’s testing less expensive ways
to make its $1 double cheeseburger;
already, some restaurants are sell-
ing the burger with one slice of
cheese instead of two. And in a
Thursday interview, Burger King
Holdings Inc. CEO John Chidsey
said the chain is testing a smaller
Whopper Jr. hamburger as it tries to
overcome high ingredient costs.

Food companies frequently
change their recipes in response to
health trends and changing con-
sumer tastes. Most of the recent al-
terations generally can be spotted
only in the fine print of the package’s
ingredient list. That stands in con-
trast with manufacturers’ practice
of occasionally touting changes that,
say, add fiber or whole grains with
prominent “heart healthy” promo-
tional language on the packaging.

While some of the recent changes
do appear toresult in healthier prod-
ucts, others don’t necessarily. Wal-
nuts, for instance, contain more pro-
tein and less fat and calories than pe-
cans, says Russ Barker, president of
the Peanut & Tree Nut Processors As-
sociation, citing U.S. Department of
Agriculture data.

But studies have shown that co-
coa butter can reduce inflammation
and lower blood pressure, so while
substituting vegetable oil may not
be harmful, it lowers the overall
health benefit, says Bonnie Taub-
Dix, a spokeswoman for the Ameri-
can Dietetic Association and a nutri-
tion consultant in New York.

Hershey spokesman Kirk Saville
declined to comment on Ms. Taub-
Dix’s assessment. He pointed out
that the majority of Hershey prod-
ucts are made with pure milk choco-
late, of which cocoa butter is a pri-
mary ingredient.

Packaged-food companies that
started trimming costs before the

grain-price rally began two years
ago tend to be faring better than ri-
vals today. Pittsburgh ketchup giant
H.J. Heinz Co. has been breeding
sweeter tomatoes in an effort to re-
duce the amount of high-cost corn
syrup inits ketchup. The sweeter to-
matoes aren’t yet being used in its
product lines.

Heinz is also cutting back on
packaging and using more rail deliv-
ery to cut transportation costs. On
Thursday, Heinz said earnings in its
fiscal 2009 first quarter rose 11% to
$229 million. General Mills and
Kellogg Co. also have benefited
from aggressive cost-cutting: Their
stocks have risen 27% and 9.3%, re-
spectively, in the past two years.

Some companies are altering in-
gredients on such a small level that
most consumers would never no-
tice. Spokeswoman Nicole Reichert
says Cargill has seen increased de-
mand from food makers for dairy
substitutes such as enzyme-modi-
fied dairy ingredients and starches
and hydrocolloids. Starches and hy-
drocolloids are thickening and stabi-
lizing agents that can replace cost-
lier ingredients like nonfat milk sol-
ids in ice cream, processed cheese,
yogurt, sour cream and dairy
drinks. Adding enzymes to dairy in-
gredients can substitute milk or
cream in some products.

From a nutrition perspective,
“That’s not a comparable replace-
ment at all,” says Ms. Taub-Dix of
the American Dietetic Association.
“What makes dairy so wonderful is
its calcium content and other nutri-
ents. Once you start substituting
that, you’re changing the nature
and benefit of the product.”

Cargill’s Ms. Reichert agrees
that such changes can lead to a re-
duction in a product’s vitamin and
mineral content, but says they also
reduce the fat and calorie content.
“Because applications such as cook-
ies and cream sauces are typically
not major sources of vitamins and
minerals to begin with, one has to
weigh the benefits of reducing calo-
ries against the impact of a slight re-
duction of vitamins and minerals,”
Ms. Reichert says.

—Scott Kilman
contributed to this article.

For some of India’s retailers, forecast boom is a bust

By ERIC BELLMAN
Bangalore, India

Ritu Sureka shakes her head as a
wave of moviegoers from the Grand
Sigma Mall’s new multiplex cinema
rumbles past her home-furnishing
store, ignoring its “70% Off Sale.”

Ms. Sureka once was sure that
Bangalore’s armies of programmers
and call-center workers would
spend their rising salaries on stylish
lamps, pillows, mirrors and vases.
She opened her “All Living” store in
the Indian tech capital’s newest mall
in 2005, hoping to expand nation-
ally. Today, she still doesn’t make
enough money to cover the rent.

“We were so excited,” the
45-year-old says. “Now, I think this
retail thing has been a failure.”

Just three years ago, an explosion
of conferences, analyst reports, Web
sites and magazines predicted the ar-
rival of a new Indian consumer, who
would change the global retail land-
scape. The first modern retail outlets
here were so popular that many en-
trepreneurs thought customers
would buy almost anything at any
price. They were wrong. Large and

small retailers across India are dis-
covering that increasingly affluent
consumers aren’t always eager to
part with their rupees. For some, the
forecast retail boom that promised
jobs for Indians and a new market for
global retail giants is already a bust.

India still generates excitement
among investors. This month, British
retailer Tesco PLC and Vornado Re-
alty Trust, one of the largest mall de-
velopers in the U.S., separately an-
nounced plans to enter India with lo-
cal partners. Some retailers, espe-
cially those catering to budget shop-
pers, are thriving. Deep-pocketed
companies like grocery-store chains
are willing to shoulder losses for a
few years, assuming Indians will be-
come accustomed to mall and super-
market shopping instead of buying at
the millions of mom-and-pop stores.

Still, German retailer Metro AG,
after five years here, operates only
four wholesale stores; it says it is tak-
ing its time developing its Indian busi-
ness. Wal-Mart Stores Inc., which un-
veiled plans to enter India with a
joint-venture partner two years ago
amid great fanfare, will open its first
store next year, and won’t comment

on future plans. Straps, a chain run
by India’s Oswal Group that featured
Wonderbra lingerie from U.S.-based
Hanesbrands Inc., has closed its
more than 20 stores.

Even local early movers have
struggled. Shoppers Stop Ltd., one of
the first companies in India to at-
tempt modern retail chains selling
clothing and housewares, posted net
losses the past two quarters. Some
companies that still have big plans, in-
cluding Indiabulls Financial Services
Ltd. and Aditya Birla Group, have
changed tack, closing some stores
and making management changes.

“I was an eternal optimist; now I
have become a realist,” says Kishore
Biyani, chairman of Pantaloon Retail
India Ltd., the country’s largest re-
tailer by sales, which has revamped
its expansion plans. “Everybody has
miscalculated.”

Most retailers say they are grap-
pling with the same problems: rising
costs and fewer buyers. In the early
days of the boom, retail rents and sal-
aries soared, though they have
started to come down a bit. Many
outlets discovered that consumers
didn’t really want their products.

And unlike shoppers in Asia’s
other booming economy, China, Indi-
ans are rarely willing to pay three to
10 times more for an international
brand than for its domestic equiva-
lent. The average Chinese consumer
has more disposable income and
more than a decade more of experi-
ence with international brands.

India’s retail industry—including
everything from carrots to cars—
clocks around $350 billion a year in
sales. That figure had been expected
to double in the next seven years. But
some retail executives are taking a
closer look at their projections.
While there has been growth, it is
less than hoped for. And thousands of
new shops have sprouted in the past
few years, meaning more players
competing for the same consumer.

These problems could damp, if
not douse, international enthusiasm
for the Indian market. Foreign retail-
ers have been among the most ex-
cited about opportunities in India. If
retail growth sputters, India will
lose an important avenue for growth
to trickle down to the masses: the
jobs that retail provides.

India’s recent economic expan-

sion has been fueled largely by its
service sector and hasn’t created
millions of manufacturing and ex-
port jobs the way China’s boom has.
The Indian government had
counted on retailing to soak up mil-
lions of rural and young job seekers.
Two years ago, Mukesh Ambani,
chairman of Reliance Industries
Ltd. projected that thousands of his
new stores would provide jobs for
“500,000 young boys and girls in
the next few years.” That plan
seems overambitious now: The com-
pany has built around 700 stores
since his speech, an impressive num-
ber but far from earlier targets.
After a grand opening that drew
Bangalore’s trend-setters, Ms. Su-
reka has waited in vain for custom-
ers. She has cut prices and is selling
some items at a loss, but she still
hasn’t found a formula to make peo-
ple buy. She plans to close the shop
in November. “At this point, we
aren’t even thinking about profits
any more; I just want to reduce my
stock,” she says. “I have become a
pessimist in the last three years.”
—Tariq Engineer
contributed to this article.



0
a
<

a

bS]
3

=

.2
S
S
a
]

<T

THE WALL STREET JOURNAL.

TUESDAY, AUGUST 26, 2008 7

CORPORATE NEWS

GLOBAL BUSINESS BRIEFS

A spectator shows his tickets for the opening ceremony at the National Stadium in
Beijing. Ticketmaster hopes to use its Olympics experience to boost its China presence.

Ticketmaster says it sold
6.8 million Games tickets

Firm hopes Olympics
helps China presence;
a different system

By SHAI OSTER

BEIJING—Ticketmaster Chief
Executive Sean Moriarty said 6.8
million tickets to the Beijing Games
were sold world-wide, the most
ever for the Olympics.

“This was the most complex,
most high-profile event,” Mr. Mori-
arty said in an interview Monday.
“We have been presented with some
extraordinary challenges.”

Ticketmaster, which last week
was officially spun off from
IAC/InterActiveCorp along with
HSN home-shopping network, was
charged with distributing tickets to
the various international Olympic
committees and handled all domes-
tic tickets sales, a tough task in
China, where online payment sys-
tems are relatively primitive com-
pared with more-developed econo-
mies such as the U.S. (News Corp.’s
Dow Jones & Co., publisher of The
Wall Street Journal, jointly owns a
personal-finance Web site with IAC.)

Ticketmaster hopes to use its
Olympics experience to boost its pres-
ence in China, where ticket brokering
is still afragmented and young indus-
try. So far, Ticketmaster is present in

six markets, and is looking to expand.
The company has 6,500 outlets glo-
bally and some 35% of its revenue
comes from outside the U.S.

China poses additional chal-
lenges. Apart from the lack of a
widely used online-payment sys-
tem, Chinese customers also have
different habits, such as the desire
to receive tickets at the point where
they pay. In other markets, custom-
ers are comfortable paying first,
and getting their tickets later. Some
companies employ couriers to hand-
deliver tickets to customers. Mr. Mo-
riarty said rolling out more digital
tickets could alleviate that need.

Early Olympics sales rounds
were beset with problems as the vol-
ume of interest exceeded expecta-
tions last year, causing the system
to collapse under the heavy load.

By the May round of sales, Ticket-
master’s Web site was able to han-
dle its biggest single day—175 mil-
lion page views, with 27 million in
the first hour alone. “We are ex-
tremely pleased with the results,”
Mr. Moriarty said.

Even after domestic tickets were
sold out, some foreign-passport hold-
ers were still able to purchase tickets
locally through third-party brokers.
During the Games, observers noticed
an unusually high number of empty
seats in the stands, which some offi-
cials attributed to normal schedul-
ing and others blamed on tickets
doled out to sponsors.

Suzlon wind turbines draw
customer criticism in India

By Tom WRIGHT

CHENNAI, India—Suzlon En-
ergy Ltd., the world’s fifth-largest
wind-turbine maker by sales, is fac-
ing complaints in its home market
of India over technical problems
with turbines, only months after
blades it sold to U.S. buyers began
cracking.

Some of Suzlon Energy’s largest
Indian customers say their turbines
fail to generate anywhere near the
amount of electricity expected, suf-
fer from excessive vibrations during
high winds and have control prob-
lems costing them millions of dol-
lars in lost power revenue.

“The machines are not fit to han-
dle the wind,” said Shrenik Baldota,
managing director of MSPL Ltd., an
Indian mining company and one of

India’s largest investors in wind
power. Mr. Baldota is one of a num-
ber of Suzlon’s top customers who
say they have turbine problems. Oth-
ers include Essel Mining & Indus-
tries Ltd., Madras Cements Ltd. and
KS Oils Ltd.

The complaints don’t bode well
for Suzlon, which has been at the
forefront of a massive push to de-
velop wind energy in India, carving
out more than a 50% market share.
The country has installed wind tur-
bines with 8,000 megawatts of ca-
pacity, helping the country become
the world’s fourth-largest wind-
power producer behind Germany,
the U.S. and Spain.

MSPL has purchased almost 100
units of Suzlon’s 1.25 megawatt tur-
bine, making it one of the compa-
ny’s biggest domestic customers.

Austrian Airlines AG

Lufthansa makes an offer

for stake in rival carrier

Deutsche Lufthansa AG has
made a nonbinding offer for a stake
in rival Austrian Airlines AG, a
Lufthansa spokesman said Monday.
The deadline for nonbinding offers
was Sunday, Lufthansa spokesman
Andreas Bartels said. The Austrian
government decided in early Au-
gust to privatize the airline with
the condition that 25% remain in
Austrian hands. The government
holds about 43% of the airline,
which expects a loss this year of
€70 million to €90 million, or $103
million to $133 million. Air France-
KLM SA is among the other airlines
to express an interest in the Aus-
trian flag carrier. Closely held Rus-
sian airline S7 also is considering
bidding for Austrian Airlines, a
spokesman for S7 said Monday, add-
ing that the Russian airline could
benefit from access to the carrier’s
hub in Vienna.

E.On AG

Germany’s energy regulator has
started proceedings against five nat-
ural-gas-transport companies over
their failure to combine five market
areas for low-calorific gas into two
by Oct. 1. The energy regulator said
it is investigating units of Germa-
ny’s E.On AG, RWE AG, EWE AG and
Erdgas Miinster GmbH, as well as
Dutch operator Nederlandse Gasu-
nie NV. An E.On spokeswoman
called the probe “not appropriate.”
RWE said it is seeking a solution.
The chief executive of Erdgas Miin-
ster Transport said he was “sur-
prised.” EWE’s CEO said the agency
had failed to clear up the regulatory
framework. Gasunie said it has
taken notice of the probe.

Northam Platinum Ltd.

Northam Platinum Ltd. posted a
13% rise in full-year net profit as
higher metal prices more than off-
set a drop in output. The miner
based in South Africa also said pro-
duction for the coming year is likely
to increase. Net profit in the year
ended June 30 increased to 1.49 bil-
lion rand ($194.1 million) from
1.33 billion rand a year earlier. Reve-
nue rose 4% to 3.89 billion rand
from 3.74 billion rand. The Johan-
nesburg-based company said that
even though the production of met-
als in concentrates fell 9.7% to 9,113
kilograms, the average price re-
ceived for the product increased al-
most 38%. The key Northam mine re-
corded an 18% decline in tonnage
mined during the past year amid
safety-related closures and power
shortages that reduced output for
many of South Africa’s miners. The
miner said it expects output fromits
Northam mine to be marginally
higher in the next fiscal year.

Saxo Bank AS

Danish online investment and
trading bank Saxo Bank AS said it
has abandoned a proposal to inject
20 million Australian dollars
(US$17.3 million) into Australian
broker Tricom Holdings Ltd. for a
35% stake. Saxo Bank entered a mem-
orandum of understanding in May
to buy the stake from Babcock &
Brown Ltd. and Australia & New
Zealand Banking Group Ltd. as part
of a three-year plan to get full owner-
ship. Tricom’s difficulties to secure
an investor underscore the plight of
several Australian brokers and lend-
ers with complex financial struc-
tures. It also further hinders Bab-
cock & Brown, whose debt-driven
model has been severely tested.

Toyota Motor Corp.

Toyota Motor Corp. said it will
raise prices of its gasoline-electric
hybrid and other models in Japan
by up to 3% starting Sept. 1, to help
absorb surging raw-material costs.
This month, the auto maker re-
ported a 28% drop in net profit for
the fiscal first quarter ended in
June. Japanese car makers have had
difficulty raising prices at home,
where sluggish demand will likely
drag annual vehicles sales this year
to a low not seen in decades. The
price increase follows similar
moves this year in the U.S., Europe
and China. Toyota will raise the
price for its hybrid Prius by 73,500
yen ($668). The price of the hybrid
version of its Harrier sport-utility
vehicle will also rise by 3%, or
136,500 yen. Commercial vehicles
such as trucks and buses will go up
an average of 2%, or 29,100 yen.

Swiss Life Holding AG

Swiss Life Holding AG said it will
keep its stake in MLP AG and is inter-
ested in holding talks with the Ger-
man financial adviser, which has so
far opposed the idea of a closer part-
nership or takeover. The life insurer
reiterated its stance after MLP re-
cently launched a capital increase
aimed at blocking a potential take-
over. Swiss Life is interested into
folding MLP into its German unit
AWD Holding AG, a financial adviser
the Swiss company bought last year
for about €1 billion ($1.48 billion).
MLP said it is open to general talks
with Swiss Life. The insurer bought
a 26.75% stake in MLP earlier this
month from AWD founder and Chief
Executive Carsten Maschmeyer.
Swiss Life paid €307 million for the
MLP stake.

Endesa SA

Spain’s nuclear watchdog called
for a meeting of plant operators fol-
lowing the second unscheduled dis-
connection of a reactor in two days.
The Nuclear Safety Council said the
500-megawatt Garona plant was off-
line, after an error in work on high-
voltage installations that automati-
cally halted the plant. On Sunday,
the 1,000-MW Vandellos II plant
was halted automatically when one
of its generators caught fire. Both re-
actors are jointly owned by Spain-
based energy companies Endesa SA
and Iberdrola SA. The fire was extin-
guished within 90 minutes, but the
council said the plant would be
halted until the full extent of the
damage could be determined. The
watchdog said that the fire at Van-
dellos II had no radioactive conse-
quences, and people and the envi-
ronment were at no risk at Garona.

Deutsche Postbank AG

German labor union Ver.di is re-
questing an immediate end to nego-
tiations on the sale of Deutsche
Postbank AG. The call comes one
day before the start of wage negotia-
tions for Postbank employees cov-
ered by a collective-bargaining
agreement. The German mail and lo-
gistics company Deutsche Post AG
is looking to sell its stake of 50%
plus one share in Postbank. Ver.di
board member Uwe Foullong said
employees should expect several
thousand jobs to go if the sale oc-
curs. The bank declined to com-
ment, but many observers have said
Deutsche Post should wait for a bet-
ter time to sell the stake. The collec-
tive-bargaining agreement, which
expires at the end of the year, covers
about 5,000 workers. Ver.di wants
an 8% increase in pay for employees
and protection against compulsory
redundancies.

Ranbaxy Laboratories Ltd.

The Indian government will re-
examine a plan by Japanese drug
maker Daiichi Sankyo Co. to buy a
controlling stake valued at as much
as $4.6 billion in Ranbaxy Laborato-
ries Ltd., a finance ministry official
said. The Foreign Investment Pro-
motion Board, which had approved
the proposal July 29, is likely to ask
the Cabinet Committee on Eco-
nomic Affairs to examine the deal,
the official said. The news dragged
down Ranbaxy’s shares, but ana-
lysts said the move is unlikely to de-
lay the deal as the government is re-
considering the proposal on techni-
cal grounds. According to Indian
rules, foreign direct investment of
more than six billion rupees ($138.5
million) must be approved by the
CCEA.“We don’t see this as an obsta-
cle,” a Daiichi Sankyo spokesman
said. He said the Foreign Invest-
ment Promotion Board will discuss
the deal Tuesday. Ranbaxy officials
declined to comment.

Kirin Holdings Co.

Japan’s Kirin Holdings Co.’s Na-
tional Foods agreed to buy Dairy
Farmers, one of Australia’s biggest
milk processors, for 910 million Aus-
tralian dollars (US$788.5 million).
The proposal has already received
clearance from the Australian Com-
petition and Consumer Commission
and the Foreign Investment Review
Board and is subject to approval
from Dairy Farmers’ shareholders.
Japan’s Kirin Holdings bought dairy
and juice producer National Foods
last year for A$2.8 billion from Phil-
ippine partner San Miguel Corp. as
part of its midterm business plan. It
was part of Kirin’s effort to diversify
revenue sources amid slower
growth in Japan’s food and bever-
age sector.

Cosco Pacific Ltd.

Ports investor Cosco Pacific Ltd.
said first-half net profit rose 3.1%
from a year earlier amid higher con-
tainer-terminal throughput because
of increased capacity. For the six
months, the Hong Kong-listed com-
pany’s net profit rose to US$153.2
million from US$148.5 million a year
earlier. Cosco Pacific, a unit of China
Cosco Holdings Ltd., has stakes in
container terminals in mainland
China, Hong Kong, Singapore and
Belgium. Cosco Pacific also expects
to reach a final agreement with
Greece’s Piraeus Port Authority SA
by 2009 to manage two of the port’s
three container-shipping terminals.
Cosco Pacific’s core container-termi-
nal business posted a 20% rise in in-
terim net profit to US$74.2 million.

Advanced Micro Devices Inc.

Advanced Micro Devices Inc.
agreed to sell its digital-television
business to Broadcom Corp. for
$192.8 million as the chip maker
moves to streamline itself as it bat-
tles chip giant Intel Corp. The deal,
set to close by year’s end, will bol-
ster AMD’s balance sheet and lower
the amount of revenue the company
needs to generate to break even,
said President and Chief Executive
Dirk Meyer[/BRIEF-NEW]. Broad-
com said that combining AMD’s digi-
tal-TV efforts with its own will al-
low the communication-chip maker
to offer a complete line of products
that covers the entire segment,
from low to high end. The company
has seen digital TV as a key growth
area. Some 530 AMD employees will
join Broadcom through the deal.

—Compiled from staff
and wire service reports.
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*® The Komodo dragon, an ancient, fierce -
% | carnivore found only on a handful of
% remote islands in eastern Indonesia.

Dispatch / By Yaroslav Trofimov

Kampung Komodo, Indonesia
T LEAST once a week, an
unwelcome intruder
crawls under a clapboard
wall and, forked tongue
darting, lumbers its way
into Syarif Maulana’s classroom.

“Then, everyone screams, there
is no more school, and we all run
away very fast,” says the 10-year-
old boy. “We are very afraid.”

The intruder, a Komodo dragon,
is the world’s largest lizard, an an-
cient, fierce carnivore found only
on a handful of remote islands in
eastern Indonesia. Reaching three
meters in length, the dragons feed
on buffaloes, deer and an occa-
sional human. Just a year ago, a boy
about Syarif’s age died in a drag-
on’s jaws, his bones smashed
against rocks to facilitate reptilian
digestion.

That killing, and a spate of other
close encounters, has fanned a
panic in the dragons’ main habitat,
the Komodo National Park. Touted
by Indonesia as its “Jurassic Park,”
this rocky, barren archipelago is
home to some 2,500 dragons and
nearly 4,000 people, clustered in
four fishing villages of wooden stilt
houses.

These locals have long viewed
the dragons as a reincarnation of
fellow kinsfolk, to be treated with
reverence. But now, villagers say,
the once-friendly dragons have
turned into vicious man-eaters.
And they blame policies drafted by
American-funded environmental-
ists for this frightening turn of
events.

“WhenIwas growing up, Ifelt the
dragons were my family,” says
55-year-old Hajji Faisal. “But today
the dragons are angry with us, and
see us as enemies.” The reason, he
and many other villagers believe, is
that environmentalists, in the name
of preserving nature, have de-
stroyed Komodo’s age-old symbio-
sis between dragon and man.

For centuries, local tradition re-
quired feeding the dragons—which
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live more than 50 years, can recog-
nize individual humans and usually
stick to fairly small areas. Locals say
they always left deer parts for the
dragons after a hunt, and often tied
goats to a post as sacrifice. Island ta-
boos strictly prohibited hurting the
giant reptiles, a possible reason
why the dragons have survived in
the Komodo area despite becoming
extinct everywhere else.

“For us, giving food to the drag-
ons is an obligation, our sacred
duty,” says Hajji Adam, headman of
the park’s biggest village, Kampung
Komodo.

Indonesia invited the Nature Con-
servancy, a Virginia-based environ-
ment protection group, to help man-
age the park in 1995. An Indonesian
subsidiary of the group, called Putri
Naga Komodo, gained a tourism con-
cession for the park in 2005 and is
investing in the conservation effort
some $10 million of its own money
and matching financing from inter-
national donors.

With this funding and advice,
park authorities put an end to villag-
ers’ traditional deer hunting, enforc-
ing a prohibition that had been
widely disregarded. They declared
canines an alien species, and out-
lawed the villagers’ dogs, which
used to keep dragons away from
homes. Park authorities banned the
goat sacrifices, previously staged
on Komodo for the benefit of pic-
ture-snapping tourists.

“We don’t want the Komodo
dragon to be domesticated. It’s
against natural balance,” says
Widodo Ramono, policy director of
the Nature Conservancy’s Indone-
sian branch and a former director of
the country’s national park service.
“We have to keep this conservation
area for the purpose of wildlife. It is
not for human beings.”

When people hunt deer, it poses
a mortal threat to the dragons,
which disappeared from a small is-
land near Komodo after poachers
decimated deer stocks there, offi-
cials say. “If we let the locals hunt
again, the dragons will be gone,”
says Vinsensius Latief, the national
park’s chief for Komodo island. “If
we are not strict in enforcing the
ban, everything here will be de-
stroyed.”

But, while the deer population
remains stable in the park, many
dragons these days prefer to seek
easier prey in the vicinity of hu-
mans. They frequently descend

from the hills to the villages, hid-
ing under stilt houses and waiting
for a chance to snap at passing
chicken or goats. Much to the fury
of villagers, park authorities,
while endorsing the idea in princi-
ple, so far haven’t acted on re-
peated requests to build dragon-
proof fences around the park’s in-
habited areas. The measure is esti-
mated to cost about $5,000 per vil-
lage.

“People are scared because, ev-
ery day, the dragons come down and
eat our goats,” complains Ibrahim
Hamso, secretary of the Kampung
Rincavillage. “Today it’s a goat, and
tomorrow it can be our child.”

A year ago, a 9-year-old named
Mansur was one such victim. The
boy went to answer the call of nature
behind a bush near his home in Kam-
pung Komodo. In broad daylight, as
terrified relatives looked on, a
dragon lunged from his hideout,

took a bite of the boy’s stomach and
chest, and started crushing his skull.

“We threw branches and stones
to drive him away, but the dragon
was crazed with blood, and just
wouldn’t let go,” says the boy’s fa-
ther, Jamain, who, like many Indone-
sians, goes by only one name.

Unlike in the U.S. and many other
Western countries, park rangers
here don’t routinely put down ani-
mals that develop a taste for human
flesh.

A few months later, Jamain’s
neighbor Mustaming Kiswanto, a
38-year-old who makes a living sell-
ing dragon woodcarvings to tour-
ists, and whose son had been bitten
by a dragon, was attacked by an-
other giant lizard after falling
asleep. In June, five European
divers, stranded in an isolated part
of the park, said they successfully
fended off an aggressive dragon by
throwing their weight belts at it.

Villagers say the once-friendly dragons have turned into vicious man-eaters.

2

/]

C -.’#,—-r.:—
A

——
i

F

Yaroslav Trofimov/ The Wall Street Journal(2)

Good lizards go bad: Komodos take violent turn

One of the most famous lizard at-
tacks occurred in 2001 in the U.S.,
when a Komodo dragon kept by the
Los Angeles Zoo tried to ingest the
foot of Phil Bronstein, then editor of
the San Francisco Chronicle and hus-
band of actress Sharon Stone.

To the villagers in Komodo, the
recent incidents provide clear evi-
dence of an ominous change in rep-
tile behavior. “I don’t blame the
dragons for my boy’s death. I blame
those who forbade us from follow-
ing custom and feeding them,” says
Jamain. “If it weren’t for them, my
boy would still be alive.”

Officials at the Nature Conser-
vancy’s Indonesian headquarters in
Bali dismiss such widespread belief
about a connection between the at-
tacks and the ban on feeding the
dragons as “superstition.” The
group and its Komodo subsidiary re-
ject any responsibility for Mansur’s
death.

The boy “shouldn’t have
crouched like a prey species in a
place where dragons live,” says Mar-
cus Matthews-Sawyer, tourism,
marketing and communications di-
rector at Putri Naga Komodo.
“You’ve got to be very careful about
extrapolating and drawing any con-
clusions.”

Despite such disbelief in the Ko-
modo villagers’ theories, executives
at the Nature Conservancy’s head-
quarters in the U.S. pledge to reach
out and tackle local fears. “Any con-
cern expressed by the villagers will
be taken seriously, and we will ad-
dress it if we can,” says Chief Com-
munications Officer James R. Petter-
son. “The Komodo effort is awork in
progress.”

Dragon and man could coexist
here in harmony in the past, Ko-
modo park officials add, because at
the time the area’s human popula-
tion was a fraction of today’s size.
Now, with local villages pushing
deeper inland and attracting new
settlers from elsewhere in Indone-
sia, conflict may be inevitable—and
even a fence won’t be able to pre-
vent dragon infiltrations.

“The smell of the village—goats,
chicken, drying fish—all this invites
the dragons,” says Mr. Latief. “And if
the dragons can’t grab the animals,
they will bite the villagers.”

Online today: See photos from
Komodo Island, Indonesia, at
WSJ.com/OnlineToday
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Tehran starts production
of all-domestic submarine

I RANIAN STATE televi-

sion said the country

has started the produc-
tion of an all-domestically
built, midsize submarine
that will be able to fire mis-
siles and torpedoes.

Defense Minister Gen.
Mostafa Mohammad Najjar,
left, inaugurated the produc-
tion line of the sub, named
Ghaem, at a ceremony Mon-
day. According to the TV, he
said Iran has made huge investments to attain self-
sufficiency and equip its armed forces with modern
weapons. The TV also said two other submarines,
named Ghdair, have been delivered to the Iranian
Navy. Their production began in 2005.

—Associated Press

Pipeline back in service
after blast this month

OADING of oil
L from BP PLC’s

Baku-Thilisi-Cey-
han pipeline began
Monday for the first
time since it was
shut down after a
blast earlier this

month.

Kurdish separatist
guerrillas claimed responsibility for the explosion,
although Turkish energy and military officials said =3
they doubted the blast was caused by sabotage.

In Baku, a BP spokeswoman confirmed oil was
flowing. “The volume depends on how fast we can
raise production rates,” Tamam Bayatly said. Produc-
tion from the BP-led Azeri-Chirag-Guneshli field in
Azerbaijan was sharply reduced after the pipeline
explosion but was returning to normal.

—Reuters

Spain producer prices rise

at fastest rate in 23 years

in July rose 10.2% from

a year earlier, the stron-
gest year-to-year increase in
23 years, the National Statis-
tical Institute said.

Producer prices surged
amid a jump in the prices of
energy products and food
and beverages. It was the
steepest rise since October
1984, when producer prices
rose 10.5%, an institute offi-

S PANISH producer prices

cial said. The price of production for all energy, in-
cluding oil products, soared 30% from a year earlier.
The price of durable consumer-goods output rose
3.3% in July from a year earlier, while nondurable con-
sumer-goods production rose 5.6%. —Bernd Radowitz

Contractors face
loss of immunity
from Iraqi laws

By AuGusT COLE

Foreign contractors operating in
Iraq on behalf of the U.S. could be
forced to reorganize the way they do
business after a deal with the Bagh-
dad government stands to strip
them of immunity from local laws.

Immunity from local courts is
one of the factors that had permit-
ted the contractors—which do every-
thing from protect U.S. officials to
supply forces with food and fuel—to
swell their ranks and become a pillar
of support to the U.S. military there.
But the prospect of being held ac-
countable in local courts could lead
to higher insurance costs, greater le-
galuncertainty and difficulties in re-
cruiting workers from abroad, ac-
cording to industry officials.

Such contractors in Iraq have effec-
tively been immune from local law un-
der a provision known as CPA Order
17 that dates back to the U.S. turnover
of sovereignty to the Iraqgi govern-
ment in June 2004. But U.S. and Iraqi
negotiators have reached an agree-
ment on a security deal for American
military forces that provides a frame-
work for a continued presence there
and replaces a United Nations man-
date that expires at year end.

Most contractors work on supply-
ing U.S. forces as part of a for-hire lo-
gistics chain that relies heavily on Ira-
qis and draws in workers from around
the world, often because they are paid
less. The U.S. Defense Department
has almost 150,000 contractors in
Iraq, about 63,000 of whom are Ira-
qis. Security contractors are a smaller
subset, but much more politically con-
tentious in Iraq and in the U.S.

The prospect of entering Iraq’s le-
gal system is one that most foreign
contractors dread. Because details
of the arrangement are still emerg-
ing, the companies still don’t know
exactly what type of legal situation
they will be operating under.

The new arrangement will cover
armed contractors who protect con-
voys, buildings and people, as well as
those who support U.S. forces by driv-
ing trucks and working on bases in
Iraq. The U.S. officials are expected
to go ahead with the deal, though ap-
proval in Iraq will be more politically
circuitous and could take longer.

Mugabe chooses

But parliament picks
opposition candidate
for post of speaker

BY SARAH CHILDRESS

appointed several members of
his new government Monday,
dealing a further blow to dwindling
prospects for a power-sharing ac-
cord with Zimbabwe’s opposition.
But in a sign that the parliament
may no longer be a rubber stamp for
Mr. Mugabe’s policies, the opposi-
tion’s candidate for speaker,
Lovemore Moyo, was chosen Mon-
day in a parliamentary vote. The
post is one of the most powerful posi-
tions the Movement for Democratic
Change has ever had and suggested
that the party may wield more clout
in parliament than the ruling party
may have expected. For the opposi-
tion to secure a win, it needed the
support of either some breakaway
opposition-faction members or
some from Mr. Mugabe’s party.

P RESIDENT ROBERT MUGABE

Parliament is expected to recon-
vene Tuesday for the first time
since contested presidential elec-
tions. Since declaring him-
self the winner of a runoff
in June, Mr. Mugabe ap-
peared to soften his stance
and met several times
with opposition leader
Morgan Tsvangirai to dis-
cuss a possible power-
sharing deal between the
two men.

Few expected the long-
time liberation leader to

give up power easily, but Morgan The current
hope had risen in recent Tsvangirai power-sharing ne-
weeks that pressure from - gotiations are

African neighbors and the coun-
try’s economic crisis were forcing
Mr. Mugabe’s hand. The two lead-
ers have clashed more recently
over how much power each man
would have in some sort of unity
government. Mr. Mugabe insists
on retaining all executive power,
while Mr. Tsvangirai has de-
manded those powers at least be
shared between them. Neither side
would comment on the talks.

Mr. Mugabe announced last

week that he would convene parlia-
ment whether a deal was struck or
not. The opposition has warned it
would abandon talks if he
takes that step. Mr.
Mugabe Monday ap-
pointed eight provincial
governors and three sena-
tors, state media reported.
While the positions aren’t
pivotal, they could be a
sign that Mr. Mugabe is
forming a govern-
ment without Mr.
Tsvangirai.

likely the last chance for
the MDC to loosen Mr.
Mugabe’s grip. Mr. Tsvangi-
rai won the first round of
balloting, which also saw
his party win the most
seats in parliament. He
dropped out of the runoff,
citing violence against his support-
ers. Independent observers and hu-
man-rights groups have accused
Mugabe supporters of targeting op-
position supportersin the balloting.

Robert Mugabe

his government

Mr. Mugabe, however, has blamed
the violence on the opposition.

After a number of parliamen-
tary races were challenged by the
ruling party, the MDC now holds
100 seats to the government’s
99—not enough to overturn Mr.
Mugabe’s policies or oppose his
cabinet choices.

Two opposition members of par-
liament were arrested Monday as
they arrived to be sworn in, the op-
position said.

A breakaway opposi-
tion faction holds 10 more
seats. While its leader,
businessman Arthur Mu-
tambara, was closely
aligned with Mr. Tsvangi-
rai during the elections
this year, he has recently
drifted back into Mr.
Mugabe’s orbit. Mr.
Mugabe has said that if he
and Mr. Tsvangirai can’t
agree on a deal, he might
strike one with Mr. Mutambara in-
stead. Mr. Mutambara’s 10 seats are
enough to establish a definitive ma-
jority in parliament. There is also
one independent lawmaker.

U.S. reports 3.1% rise in existing-home sales

By KELLY EVANS

U.S. sales of previously owned
homes rose a healthy 3.1% in July
from the previous month, but grow-
ing inventories of unsold homes and
rising mortgage interest rates con-
tinue to thwart a full housing-mar-
ket recovery.

Existing-home sales increased to
a seasonally adjusted annual rate of
five million units, the highest since
February, the National Association
of Realtors said Monday. The in-
crease was foreshadowed by a rise
in the number of signed contracts in
the past few months but neverthe-
less was stronger than expected.

“We are not yet ready to call the
current levels a bottom but clearly
most of the declines are behind us,”
said Adam York, a Wachovia Corp.
economist.

Signs of stabilization in U.S. exist-
ing-home sales—which make up

A bit of an uptick

U.S. existing-home sales, at a seasonally
adjusted annual rate
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Source: National Association of Realtors

about 85% of all home sales—are a
welcome change from the massive
sales declines over the past three
years, but there are signs that the
market is not yet in the clear.

Joshua Shapiro, chief U.S. econo-
mist with MFR Inc., a New York con-
sulting firm, noted that inventories
are “very high” and “would proba-
bly be even more so if all those wish-
ing to sell their home actually had
the house on the market,” rather
than being scared off by weak de-
mand and falling prices.

At the current sales pace, there
are 11.2 months’ supply of homes for
sale, the realtors’ group said, nearly
double the inventory that occurs in
more normal times.

Plus, the pattern of sales sug-
gests that much of the activityis oc-
curring in parts of America where
foreclosed homes are flooding the
market and buyers are snapping up
the deals. Sales rose “significantly”
in several Florida and California
markets, the group said, while the
overall average and median sales
prices fell. Tuesday, two widely fol-
lowed home-price gauges are ex-

pected to show further declines.

Rising mortgage rates and
tighter lending standards also
threaten to prolong the housing
market’s recovery. The average in-
terest rate for a conventional
30-year, fixed-rate mortgage rose to
6.43% in July from 6.32% the month
before, according to mortgage firm
Freddie Mac. Although the U.S. Fed-
eral Reserve has slashed its target
lending rate in the past year, mort-
gages rates are now just slightly be-
low the 6.7% average last July as
lending practices have tightened.

“The good news is the trough is
behind us,” said Harm Bandholz, a
New York-based economist with
UniCredit. But, “the fundamental
situation remains bleak,” he said,
citing tighter lending standards
and rising foreclosures that will
continue to put downward pres-
sure on home prices.
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BANKRUPTCIES

SEA CONTAINERS LIMITED
(Joint Pr L Appointed)
IMPORTANT NOTICE TO CREDITORS

Sea Containers Limited (“SCL") is a company incorporated in Bermuda, with its registered
office at Canon’s Court, 22 Victoria Street, P.0. Box HM1179, Hamilton HM EX, Bermuda.

SCL is currently subject to Chapter 11 proceedings under the United States Bankruptcy Code
(“Chapter 11 Proceedings”) and through that process has been in contact with all creditors of
which it is aware. As part of that process a bar date (being a date by which all claims by
creditors against a debtor must be submitted to be taken into account for distribution purposes)
was set at 16 July 2007. A subsequent bar date for claims by employees was set at 28 August
2008. These dates are particularly important as they are the dates by which claims against SCL
must be submitted to ensure that creditors thereof could participate in the Chapter 11
Proceedings.

SCL is also the subject of winding-up proceedings in Bermuda, Action # 315 of 2006.

In respect of such Chapter 11 Proceedings, SCL has filed a plan of reorganisation (“Plan”)
pursuant to which it hopes to emerge from the Chapter 11 Proceedings. All creditors of SCL that
have been identified to date will have received correspondence regarding the Plan and have, or
will shortly, receive ballots pursuant to which they can vote on the Plan.

SCL anticipates that it will propose entering into a Scheme of Arrangement (“Scheme”) with
certain of its creditors, pursuant to Section 99 of the Companies Act 1981 of Bermuda, for the
purposes of implementing the Plan in Bermuda and it is likely that an application to the
Supreme Court of Bermuda will be made during September 2008 to convene one or more
meetings of creditors, as applicable. SCL is proposing that, if approved, the Scheme will
become effective in or around mid to late November 2008 and have a Scheme bar date in or
around mid to late December 2008 (“Scheme Bar Date”). The Scheme Bar Date is the date by
which any claims against SCL not currently filed in the Chapter 11 Proceedings must be
submitted by creditors to be taken into account for distribution purposes. Notwithstanding the
substantial efforts made to date to identify all creditors, SCL is keen to identify any remaining

person or persons who believe they have a claim against SCL and who have not already
submitted claims in respect of the Chapter 11 Proceedings. Such person or persons may be
eligible to submit a claim in respect of the Scheme if their failure to participate in the Chapter
11 Proceedings is not a result of wilful default or lack of reasonable diligence.

If you consider you may have a claim against SCL and have not previously filed a claim in the
Chapter 11 Proceedings, please contact BMC Group, Inc. as a matter of urgency as follows:
attention: Sea Containers Limited Claims and Solicitation Agent, at either: 31 Southampton
Row, 4th Floor, Holborn, WC1B 5HJ, England, telephone: +44 20 7000 1214; or 444 Nash
Street, El Segundo, California 90245, telephone 001 888 909 0100 or via the BMC Group, Inc.
website at www.bmcgroup.com/scl.

BUSINESS OPPORTUNITIES

Investors Wanted!

JETS AND HELICOPTERS — .
FOR SALE Successful Auto Financial Company in
—_ California looking to increase capital and
'06 Global 5000 600 h Future business. New investors welcome.
_ 0,
'07 Citation Sovereign 500 h We pay 8-10% _
'03 Falcon 2000EX 2850 h Please contact Magdi at

magdi@mkauto.net

'01 Eurocopter EC 155B 2100 h 916-370-7777

'01 Bell 430 2200 h

BUSINESS SERVICES

LOGO DESIGN

> 5 DESIGNERS

> UNLIMITED DESIGNS

> 1-3 DAY TURNAROUND > SIMPLE FLAT RATE|

www.LogoCare.com/wji
877-918-9188

BUSINESSES FOR SALE

New Laundromats
Cash Business, Recession Proof
3loc, (2) Central CA, (1) Portland, OR
All new Dexter washers & dryers.
Financing OAC with 30% down.
$395K to
$498 packages (—
available. o .
559-307-6285 r1F X TF IR

CAPITAL WANTED

Luxury Events Co.
Seeking Equity Partner
Poitioned for Rapid Growth
Great Business Opportunity
310-278-6972

EQUITY PARTNER WANTED

Commercial Real Estate
$3.9 Million Investment
15% Annual Preferred Return

'98 Eurocopter EC 135T1 1100 h 2U.S. CASINO
'97 Bell 430 2850 h s GAMBL“;GVESSELS
($10.8M FMV, $29.2M Repl. Cost),
www.asaconsult.com.br 700+ gaming/restaurant
or call Guilherme Machado positions, strong ports/markets/operations.
(+5511)3079-3008 Enormous upside.
(+5511)8105-8199 Buyers/Investors send inquires to:
g.bolduc@groomco.com or

call Glenn 978-337-2153

Plus 60% of Profits
Call Kevin at (512) 588-0535

MACHINERY & EQUIPMENT

DEAL SRL 800 TON

BOATING

Buy Discountep MorTGAGE NOTES

at 55-65 Cents on the $$$

SELF PROPELLED LIFTING BEAM CRANE.
LOCATED IN STOCKTON, CA. USA.
BUILT 2003.

of gollate[jalbvalue.l$50k min. $2,500,000.00
’ ecured by Real Estate. 402-203-0986
161’ TRINITY 2006 10% - 16% Return fwforst@attglobal.net
Stunning Walnut Interior ol 002501173
Just Listed Info@adcapfunds.com PROFESSIONAL SERVICES
Call Boh 954-646-3090 | [ ——————|
State-of-the-Art Health Clinic. SCREENWR'TER/D'RECTOR
One of akind. In need of start-up capital. -

BUSINESS EQUIPMENT $500,000.00 requred o NDIE AWARD-WINNER
B Hoping t%ﬁ;ﬁ;‘;ﬁ;ﬁf the US. your amazing idea o life into film/tv. Share

Call: 810-326-2597

" Pi i
Closed!! Picture Framing/ E-mail: robert_link@hotmail.com

Woodworking Plant

credit as "writer.” Repped by top agency. Can
produce and/or help sell. Fun involvement.
310-924-5682
filmdirectorl@mac.com

Over $1.6 Mil value. Omga saws, joiners, nailers,
shrink tunnels, packing sys. 600" 60" elec.
conveyors, new glass, mats foam core,
mouldings, shipping supplies.
Info, Price & Photos 415-576-9007
www.facility-ops.com

- Potential 20% Return -
Prime Hotel Excellent Location & Cash Flow
$6.9 MM-Motivated! Collins Avenue Hotel
poss condo or JV project $16MM Office Bldg.

$10MM 7% cap. Many others to choose from.
Call Jay Silverman Real Estate

BUSINESS OPPORTUNITIES

Save 60% First/Business
Major Airlines. Corp. Travel

(561) 455-4527 JFS613@yahoo.com www.cookamerican.travel
(212) 201-1824
WE WILL NOT BE UNDERSOLD
Investment Bank + As with all investments, COOK -»
Partners Wanted! appropriate advice should be obtained prior An American Travel
GET INTO MERGERS to entering into any binding contract. ¢ Express Rep. Represemative
(954)586-1800
Finders Earn 100K
Find Businesses To Sell
S.E. Equity
(954) 272-3000
SEEKING GOLD MINING To advertise
JOINT VENTURE

Asking 82 EURO mil joint venture from serious
investors to mine 91 square KM high
concentrated alluvial gold mining land in Africa.
Investors receive 59% equity.

No brokers and no middlemen

GoldRush285@ymail.com

MAKE GREAT
CONNECTIONS
IN EUROPE.

THE WALL STREET

JOURNAL EUROPE.

FOR SALE

Drug and Alcohol
Inpatient Facility

Located in resort community
of Long Island, NY.

THE WALL STREET JOURNAL.

Emma Balogun

The Wall Street Journal Europe
+44 20 7842 9608 (direct)
+44 20 7842 9650 (fax)

emma.balogun@dowjones.com

Email: gwbnyprop@aol.com for
face-to-face appointment

EUROPE

ECONOMY &3 POLITICS

Sen. Barack Obama speaks at a campaign event in Davenport, lowa, Monday. His
campaign plans a new message asking which candidate is more like other people.

Obama seeks to craft
populist theme for voters

Candidate’s empathy
for economic woes
is part of new focus

By Nick TIMIRAOS

DAVENPORT, Iowa—In the
run-up to his speech accepting the
Democratic presidential nomina-
tion on Thursday night, Barack
Obama is honing a populist, bumper-
sticker message to reframe the elec-
tion around one question: which can-
didate is more “average”?

It’s a far cry from the candidate
who kicked off his presidential bid
here by citing a “fierce urgency of
now” and inspiring audiences with
the message that he was something
very different.

The new appeal, delivered to
small crowds seated at picnic tables
at county fairgrounds, has little in
common with the call, in packed are-
nas, to join a movement. Sen.
Obama is trying to remind voters
that he understands their anxieties
about the economy. “I understand
what you’re going through because
it was just six years ago,” the Illinois
senator said here Monday, that he
and his wife were figuring out how
to pay the bills. “I know what you’re
going through, and that’s why ’'min
politics.”

Once voters looked closely at
both candidates, Sen. Obama said,
they would conclude that “he’s kind
of like us. He and his wife had to
worry about child care. They had to
worry about how to start a college
fund for our kids.”

That appeal is linked closely to a
sharp critique of Republican candi-
date John McCain as someone who,
despite a long record of service to
the country, doesn’t have a plan for
the economy. The Obama campaign
launched an ad on Monday that
mocks Sen. McCain as someone who
isn’t “up on the economy, [doesn’t]
know much about industry, really
can’t explain the price of gas or
what has happened to the middle
class.”

The ad follows stepped-up Demo-
cratic attacks against the Arizona
senator for his inability to tell a re-
porter how many houses he owns
and for jokingly defining wealth as
making more than $5 million.
“What that tells me is you just don’t
get what’s going on with people’s ev-
eryday lives, the people who are
making $20,000 a year or $40,000 a

year or $60,000 a year,” Sen. Obama
said Sunday in Eau Claire, Wis.

Kay Murphy, a 73-year-old re-
tired Davenport teacher, decided af-
ter seeing Sen. Obama on Monday
that she would vote for him this fall,
the first time that the lifelong Re-
publican has voted for a Democrat
since John F. Kennedy in 1960. “He
seems like one of us,” she said.

Sen. Obama has himself been on
the defensive in recent weeks as Re-
publican ads mocked him as an
out-of-touch celebrity who can’t re-
late to working-class voters in the
heartland. Polls have tightened in re-
cent weeks, suggesting that the at-
tacks have succeeded. The McCain
campaign said the new Democratic
ad was proof that Sen. Obama’s “pol-
itics of hope is waning,” said spokes-
man Tucker Bounds. “It’s particu-
larly revealing that the Obama cam-
paign feels forced to cast flimsy at-
tack ads during his own conven-
tion.”

Sen. Obama’s reframed message
doesn’t delve deeply into policy, in-
stead directly responding to Repub-
lican attacks. Charged by Republi-
cans with tax policies that will lead
to “economic disaster,” for example,
Sen. Obama tells audiences, “Eco-
nomic disaster is here. I don’t have
to lead you to anything.”

The new line of attack against
Sen. McCain presents the Obama
campaign with a unique challenge:
introducing Sen. Obama to voters
who may still not know much about
him, without letting the McCain
camp turn the election into a refer-
endum on Barack Obama.

The campaign is trying to shift the
spotlight onto Sen. Obama’s modest
upbringing and contrast it with Sen.
McCain and his wife, Cindy, who is
heir to a fortune. Democrats in recent
days have argued that Sen. McCain
doesn’t understand how ordinary
Americans live because he has numer-
ous homes, travels on a private plane
and wears expensive Italian shoes.

In Denver, Democratic Party lead-
ers are laying out similar contrasts
by having average Americans de-
liver convention speeches. Sen.
Obama’s wife, Michelle, was sched-
uled to tout her own biography as
well as her husband’s during a
prime-time address on Monday.

The campaign is heavily market-
ing the biography, asit is the foreign
policy credentials of Sen. Obama’s
running mate, Sen. Joe Biden. Sen.
Obama three times highlighted his
running mate’s working-class up-
bringing in humble Scranton, Pa.
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