
n Age continues to
play a role in U.S.
elections ........ 11

n Hillary Clinton
supports Obama
in unity bid ..... 16

n Battleground
states tightening,
polling shows ... 17

Slowing German inflation sug-
gested price growth in the euro
zone likely peaked during July
amid a decline in oil prices, but
European Central Bank officials
tried to damp market expecta-
tions that interest rates might
be reduced soon. Page 1

n Heineken’s net rose 35% in
the first half, aided by an acqui-
sition, but swelling costs chal-
lenge the beer maker. Page 2

n Taylor Nelson Sofres told its
shareholders not to accept the
one remaining takeover offer for
the British market researcher—
from WPP Group. Page 2

n Alcatel-Lucent has compiled
a short list of contenders to be
its new chief executive, including
Mike Quigley, Alcatel’s former
chief operating officer. Page 2

n The SEC floated a plan that
could require U.S. companies to
make the switch to interna-
tional accounting rules. Page 19

n Many Chinese companies are
issuing billions of dollars of cor-
porate bonds, bucking the global
aversion to debt as other routes
to capital have dried up. Page 1

n Demand for big-ticket items
was surprisingly strong in the
U.S. in July, thanks to a dollar-
fueled export boom. Page 12

n U.S. stocks advanced as inves-
tors found reason for hope in
the July durable-goods data. Eu-
ropean energy and mining
shares gained in line with
higher oil prices. Page 20

n Detroit’s Big Three auto mak-
ers are considering a more pub-
lic push for a broad loan pack-
age from lawmakers. Page 9

n ArcelorMittal could face a
strike by union workers if the
two sides can’t reach a labor
agreement by Saturday. Page 6

n Taylor Wimpey swung to a
first-half loss after write-
downs of $2.78 billion. Page 6

n Aozora Bank hired a veteran
distressed-debt specialist to
help find bargains and step up
its push into specialized loan
products. Page 25

China Inc.
turns to bonds
from stocks

German data suggest peak
for euro-zone’s inflation

China expressed unease about
Russia’s recognition of two Geor-
gian separatist regions, weaken-
ing a pillar of Putin’s policy of
forging close ties with Beijing as
a counterbalance to Washington.
A U.S. Navy ship carrying aid
avoided a Georgian port where
Russian troops are present. Page 1

n Hillary Clinton left no doubt
about her support for Barack
Obama, seeking to unite a frac-
tured party in a key Democratic
convention speech. Pages 16, 17

n Two Darfur men who hi-
jacked a Sudanese jetliner Tues-
day and diverted it to Libya sur-
rendered after releasing 95 pas-
sengers and crew unharmed.

n Pakistani forces clashed with
militants across the tribal belt in
the nation’s northwest, killing up
to 49 insurgents, the army said.

n More than 30 Taliban fight-
ers, four policemen and a Ger-
man soldier were killed in
clashes, airstrikes and bombings
in Afghanistan, officials said.
n Japan confirmed the killing
of an aid worker in Afghanistan
kidnapped Tuesday, after a body
with bullet wounds was found.

n The Spanair plane that
crashed last week, killing 154
people, had landing-gear trouble
a month before, the airline said.

n Thai courts ordered antigov-
ernment protesters to end occu-
pation of the prime minister’s
compound and for their leaders
to be arrested for insurrection.

n Three Islamic militants killed
a soldier and two civilians in In-
dian Kashmir and took hostages,
prompting battles with police in
which they were killed. Page 3

n Zimbabwe’s opposition
accused Mugabe of abandoning
power-sharing talks and said he
would fail if he tried to rule alone.

n Indian police imposed a curfew
to end deadly Hindu-Christian
clashes in Orissa state. Pope Bene-
dict XVI condemned the violence.

n Arctic Ocean sea ice has melt-
ed to the second-lowest level on
record, new satellite data show.

n The Dalai Lama canceled two
overseas trips due to exhaustion
and will undergo medical tests
in Mumbai, his office said.

Vice presidential 
candidate Sen.
Joe Biden at the 
podium of the 2008
Democratic National
Convention in Denver
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Russia’s efforts to redraw the
map of the Caucasus received a
frosty reception yesterday from
China, a further sign of how Mos-
cow’s conflict with Georgia is scram-
bling diplomatic alignments in

place since the end of the Cold War.
China, which has often sided

with the Kremlin in international di-
plomacy, broke a silence on the con-
flict to voice unease about Russia’s
recognition of two separatist re-
gions of Georgia as independent
states. The Chinese Foreign Minis-
try expressed “concern” about the
development.

Moscow’s decision to formally

recognize Abkhazia and South Os-
setia—both of which fall within
Georgia’s borders—also found lit-
tle support elsewhere in the

world. Western nations con-
demned it. Even traditional Rus-
sian allies in the former Soviet

Please turn to page 31

China unease over Russia
strains ties with old ally
Beijing expresses
‘concern’ on Georgia;
the Tibet question

As America prepares to vote

Editorial&Opinion

Slowing German inflation this
month suggested euro-zone infla-
tion likely peaked in July amid fall-
ing oil prices, but European Central
Bank officials tried to damp market
expectations of interest-rate cuts by

warning inflation is likely to remain
well above the bank’s comfort level
for the foreseeable future.

German annual inflation slowed
to 3.3% in August from 3.5% in July,
according to the Federal Statistics

Office. Germany accounts for nearly
one-third of the 15-nation euro-
zone’s overall inflation measure,
leading economists to expect the
bloc’s rate, due Friday, will also
show a slowdown to 3.9% from Ju-
ly’s 4%.

“Oil prices hovering around $115
per barrel imply that [euro-zone] in-
flation is likely to have peaked at
4%,” said Marco Valli, an economist
with UniCredit in Milan. “We think
August will mark the beginning of a
prolonged slowdown that will push
consumer prices to 3% in March and

Please turn to page 31

The U.S. Coast Guard cutter Dallas carried aid to Batumi in Georgia, above, avoiding
its original destination, Poti, a port still controlled by Russian forces.

Dems in Denver
How race, big labor and
mystery are shaping Obama's
candidacy. Pages 13,15
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What’s News—
Business & Finance World-Wide

Associated Press

Galileo statue stirs up
dispute for Catholic church
on other fronts | PAGE 32

Recording companies are
keeping music from iTunes
corporate news | PAGE 4

By Laura Santini

HONG KONG—Its years-long
love affair with stocks on the rocks,
corporate China is turning to debt.

Many of mainland China’s major
companies are issuing billions of dol-
lars of new corporate bonds, buck-
ing the global aversion to debt. The
trend is helped by expectations of a
rising yuan, which would goose re-
turns for foreign bondholders and
has helped Chinese companies issue
bonds under less-costly terms.

At the other end of the spectrum,
hedge funds have become the
lender of last resort to a group of
less-established, cash-strapped Chi-
nese companies—loans that some-
times come at a heavy price to the
borrower.

Other routes to capital have suf-
fered at the hands of China’s ailing
stock market, skittish bank lenders
and Beijing policy makers hoping to
tame growth and slow inflation. The
benchmark Shanghai Composite In-
dex has declined about 55% this
year.

“The equity market is pretty
much closed,” says Neil Ge, who has
been appointed to run Credit
Suisse’s soon-to-be launched securi-
ties entity in China. “So for corpora-
tions to raise money, the only way is
to tap the bond markets.”

The broadened landscape could
tempt more Chinese companies to
pile more debt onto their balance
sheets. But longer term, the develop-
ment opens up another money-rais-
ing avenue for China’s corporations,

Please turn to page 31

By Emma Charlton in London
and Joellen Perry in Frankfurt

By Gregory L. White in
Moscow, Andrew Higgins in
Tbilisi and Andrew Osborn in
Akhalgori, Georgia

Money & Investing > Page 19

Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 11502.51 +89.64 +0.79
Nasdaq 2382.46 +20.49 +0.87
DJ Stoxx 600 283.25 +0.51 +0.18
FTSE 100 5528.1 +57.4 +1.05
DAX 6321.03 -19.49 -0.31
CAC 40 4373.08 +4.53 +0.10

Euro $1.4707+0.0056 +0.38
Nymex crude $118.15 +1.88 +1.62
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Vatican City

T
HE Catholic Church has
for centuries commis-
sioned statues of saints
and other pious heroes. It
is now wrestling with a

more sensitive tribute—a monu-
ment to a man who may be its most
illustrious heretic.

Nearly 400 years after the Ro-
man Inquisition condemned Galileo
Galilei for insisting the Earth re-
volves around the sun, an anony-
mous donor to the Vati-
can’s Pontifical Acad-
emy of Sciences has of-
fered to foot the bill for a
statue of the Italian as-
tronomer.

But nothing that re-
volves around Galileo is
ever simple. He has been
making waves since the
early 17th century.

Galileo is “like a Mexi-
can soap opera; it never
ends,” says Monsignor
Melchor Sánchez de
Toca, of the Vatican’s
Pontifical Council for
Culture.

Vatican officials had
hoped to keep the statue
project quiet, at least un-
til it got beyond the plan-
ning stage. They feared
its mystery benefac-
tor—a private company—
might get skittish. But
word of the bequest
leaked to the Italian
press.

“I’m worried that
we’ll scare off the do-
nor,” says Bishop Mar-
celo Sánchez Sorondo,
the chancellor of the
academy of sciences. He
won’t comment on the
identity or the motives
of the donor.

For the devout, Gali-
leo has always been a
sensitive subject. His
1633 trial and conviction
by a church tribunal may
be the Vatican’s biggest
public-relations deba-
cle: It cast the scientist
as a martyr to truth, the
church as the enemy of
reason.

Monsignor Sánchez,
who wrote a book about
Galileo and the Vatican,
thinks a statue would be
a “beautiful gesture”
and show that faith and
science are branches of
the same tree.

But he worries it
could stir yet another
round of finger-point-
ing. “Everyone will
chime in, saying, ‘Ah, now the
church is saying it’s sorry, 400 years
too late.’ ”

Over the centuries, the Vatican
has tried, often grudgingly and al-
ways in vain, to correct its Galileo
gaffe. It began to allow some of his
works to be published in 1718. It
abandoned the last vestiges of its op-
position to the idea that the Earth re-
volves around the sun in 1835, when
it removed all works advocating he-
liocentrism from its index of banned
books. Pope John Paul II in 1992 ex-
pressed regret over what he called a
“tragic mutual incomprehension.”

Today, the church insists it has
no problem at all with modern sci-

ence, and even science fiction. In
May, for example, the Vatican’s
chief astronomer declared that
Christian theology can accommo-
date the possible existence of extra-
terrestrials. The Bible, he said, “is
not a science book.”

Arguments about Galileo, how-
ever, rage on. In January, students
and faculty at Rome’s La Sapienza
University torpedoed a planned
visit to their campus by Pope Bene-
dict XVI. Their gripe: In 1990, the

current pope, who was Cardinal Jo-
seph Ratzinger at that time, deliv-
ered a lecture at La Sapienza that
some critics interpreted as a de-
fense of the church’s conviction of
Galileo. Catholics in Iceland, mean-
while, threatened to boycott a local
mobile-phone company earlier this
year for creating an ad that pokes
fun at the church over Galileo’s her-
esy case.

Galileo and the church initially
got on well. Celebrated across Eu-
rope for his scientific writings, his
development of an early telescope
and other achievements, Galileo
had many friends in the church,
which, when not pursuing heretics,

played a big role in nurturing intel-
lectual talent.

Even Cardinal Maffeo Barberini,
who would later, as Pope Urban VIII,
condemn him, once dedicated a
poem to Galileo.

The Inquisition, a network of ec-
clesiastical tribunals charged with
enforcing doctrinal orthodoxy, took
issue with some of Galileo’s early
writings but let him off with a slap
on the wrist. But things got more se-
rious following his publication in

1632 of “Dialogue Concerning the
Two Chief World Systems.”

The text defended the then-
novel notion of a sun-centered uni-
verse—known as heliocentrism—
that had been developed by Poland’s
Nicolaus Copernicus. This view, ac-
cording to Vatican doctrine at the
time, was “false and altogether con-
trary to scripture.” Galileo’s book
presented what he considered incon-
trovertible proof that Copernicus,
not the church, was correct.

Galileo had many admirers but
also lots of enemies. A difficult char-
acter, he savaged his critics in print
and managed to alienate even his de-
fenders. His personal life also raised

eyebrows. He fathered three chil-
dren out of wedlock.

Summoned to Rome to explain
his heliocentric heresy, he eventu-
ally agreed to plead guilty to “suspi-
cion of heresy” in exchange for a
lighter punishment. Pope Urban
VIII, whom he once considered a
friend, denounced his “very false
and very erroneous” ideas.

He sentenced Galileo to prison
for an indefinite period, and his
works were placed on the Index of

Forbidden Books.
Still, Galileo got off

easy compared with
many others convicted
of defying dogma. He
was spared the Inquisi-
tion’s more grisly pun-
ishments—burning and
beheading.

In fact, he served out
most of his sentence at
the villas of Tuscan no-
blemen. Toward the end
of his life, he was al-
lowed to attend Mass
again—on condition
that he not mingle with
other congregants.
Some church historians
say Galileo’s actions
should be classified as
heterodoxy, which is
less severe than heresy.

For the Vatican,
though, the affair went
from bad to worse. De-
nouncing a man Albert
Einstein would later de-
scribe as the father of
modern science put the
church on the wrong
side of history. And
when the Enlighten-
ment dawned in the
18th century, the church
found itself branded a
backward institution
bent on stalling
progress.

Galileo became a glo-
bal icon, the Che Gue-
vara of secular science.
The National Aeronau-
tics and Space Adminis-
tration in the U.S.
named a spacecraft af-
ter him. Europe did the
same with a huge satel-
lite-navigation project.
Guatemala named a uni-
versity in his honor. The
moons of Jupiter bear
his name, too.

“More than Darwin
or any other figure, he
represents the idea that
there is a conflict be-
tween science and the
church,” says Monsi-
gnor Sanchez.

Shortly after he be-
came pope in 1978, John Paul II de-
cided to try to correct things once
and for all. He lamented that Galileo
“had much to suffer…at the hands of
individuals and institutions within
the church” and later convened a
pontifical commission to re-exam-
ine Galileo’s whole trial.

“We opened the secret Vatican
archives and tried to understand ev-
erything we could about Galileo’s po-
sition,” recalls Cardinal Paul
Poupard, who headed one of the
commission’s study groups. But af-
ter 12 years of intense study, the
commission issued a wishy-washy
report that blamed “certain per-
sons” for hounding Galileo and

steered clear of a full mea culpa.
The Vatican is even struggling

with finding a suitable spot to put the
statue. “That’s kind of tough in the
Vatican,” says Nicola Cabibbo, a phys-
ics professor and the president of the
Academy of Sciences. “You’ve got a
lot of art inside there already. Some
of it from great masters. So where do
you put a statue of Galileo?”

A Vatican-sanctioned statue,
says Paolo Galluzzi, the head of the
Institute and Museum of the History
of Science in Florence, is just an at-
tempt to hoodwink people into be-
lieving that the church has long
since made its peace with the scien-
tist.

“It’s an effort to make him a sym-
bol, an attempt to make Galileo one

of the emblems of the church,” says
Mr. Galluzzi, whose museum houses
two of Galileo’s telescopes. “It’s the
church which needs rehabilitation on
this case, not Galileo. He was right.”

On the other side of the barri-
cades, meanwhile, some Roman
Catholics think the church has al-
ready done more than enough to
make up with Galileo.

Atila Sinke Guimarães, a conser-
vative Catholic writer, dismisses
the church’s mistreatement of Gali-
leo as a “black legend.”

The scientist, he says, got what
he deserved. “The Inquisition was
very moderate with him. He wasn’t
tortured.”
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Dispatch / By Gabriel Kahn and Andrew Higgins

ON OTHER FRONTS

Some think the
church has done
enough to make up
with Galileo.

Galileo’s 1633 trial and conviction by a church tribunal may be the Vatican’s biggest public-relations debacle.

Vatican tribute for Galileo irritates old wounds
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Former Alcatel executive
on list to replace Russo

By Aaron O. Patrick

A big acquisition helped lift Hei-
neken NV’s first-half net profit 35%
from the year-earlier period to
Œ407 million ($596.1 million). But
the jump masked the headwinds the
world’s largest brewers are facing:
rising commodity prices and trans-
portation costs, as well as falling
U.S. beer sales.

The Dutch company faces the
same problem that most big food
and consumer-goods producers are
grappling with: how to pass on ris-
ing costs without hurting sales. A
15% increase in transportation,
packaging and food prices will cost
the company an estimated Œ375 mil-
lion this year, Chief Financial Of-
ficer René Hooft Graafland said.

Heineken has responded by sign-
ing long-term deals to lock in prices
for packaging materials and beer in-
gredients. It is also increasing
prices, betting that its customers
like its beer enough not to switch to
rivals, Mr. Hooft Graafland said.

“Luckily we have strong
brands,” Mr. Hooft Graafland said at
a news conference at the company’s
Amsterdam headquarters, adding
that Heineken, whose brands in-
clude Amstel, Heineken Premium
Light and Newcastle Brown Ale,
plans to increase “pricing in most
markets.”

With its U.S. business suffering
amid tough economic conditions,
Heineken hasn’t raised prices there,
concerned that drinkers would
switch to other brands. But the strat-
egy hasn’t been much help: Heinek-
en’s U.S. beer sales by volume fell
5.8% in the first half from the year-
earlier period.

The company hopes a big market-
ing push around the next James
Bond film, “Quantum of Solace,”
will help improve U.S. sales when
the campaign launches in October.

Heineken posted a 17% increase

in first-half revenue to Œ6.41 billion
from Œ5.5 billion, lifted by the pur-
chase of parts of Scottish & Newcas-
tle, a U.K. beer company, in May. It
didn’t break out quarterly results.

The news sent Heineken shares
up 1.8%, or 55 European cents, to
Œ31.84 in Amsterdam trading
Wednesday. The stock has fallen
nearly 30% the past 12 months on

such concerns as declining beer de-
mand, weakening economies in
some major markets, and the pend-
ing combination among the indus-
try’s biggest brewers.

The world’s biggest brewer by
volume, InBev SA, recently agreed
to buy No. 3 Anheuser-Busch Cos.
The deal will leave the U.S. market
dominated by two beer giants, An-
heuser-Busch InBev and Miller
Coors LLC, a joint venture of SAB-
Miller PLC, the world’s second-larg-
est brewer, and Molson Coors Brew-
ing Co. Heineken is the world’s
fourth-largest brewer by volume.

Heineken executives were cau-
tious about the outlook for the sec-
ond half. Revenue for 2008 will rise
at least 5% after stripping out the ef-
fects of acquisitions, disposals and
currency changes—so-called or-
ganic growth—Mr. Hooft Graafland
said. That could indicate the com-
pany expects a slowdown; organic
revenue growth was 6.7% in the
first half.

Heineken net jumps 35%
Acquisition plumps
results as brewer
combats rising costs
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By Leila Abboud

and Joann S. Lublin

Telecom equipment firm Alcatel-
Lucent has compiled a short list of se-
rious contenders to be its next chief
executive, including Mike Quigley, a
longtime Alcatel manager who left
the company last year, according to
people familiar with the matter.

The search is continuing, and an
announcement appears weeks
away. However, a French media re-
port that Mr. Quigley might rejoin
Alcatel-Lucent has prompted the
company’s stock to jump 5.3% in the
last two days to close at Œ4.12
($6.03) on the Paris Bourse on
Wednesday. Mr. Quigley, a native of
Australia, was chief operating of-
ficer of Alcatel before it merged
with Lucent Technologies Corp. in
2006. He left soon after the deal was
completed because Lucent’s CEO, Pa-
tricia Russo, was chosen for the top
spot.

Alcatel-Lucent declined to com-
ment on the status of the search for
successors to Ms. Russo and Chair-
man Serge Tchuruk. French newspa-
per le Figaro quoted Mr. Tchuruk on
Monday as saying that the nomina-
tions would be made “very quickly.”
Mr. Quigley couldn’t be reached for
comment.

After six straight quarters of
losses and management infighting

at the French-American firm, Alca-
tel-Lucent’s board announced in
late July that Ms. Russo and Mr.
Tchuruk would leave. Mr. Tchuruk
will step down Oct. 1, and Ms. Russo
will leave when her successor is
found. The company’s stated reason
for the departures was that the
merger’s initial phase was over and
it was time for fresh faces.

Whoever takes over at Alcatel-
Lucent faces the task of righting the
ship. The merger was supposed to
give Alcatel-Lucent the scale and
pricing power to compete with low-
cost Asian telecom gear makers. But
the companies have proven harder
than expected to integrate, amid
bickering between Mr. Tchuruk and
Ms. Russo and culture clashes
among employees.

Meanwhile, the telecom industry
was hit with price wars and slowing
demand. Ms. Russo was forced to is-
sue three profit warnings last year,
and more than two-thirds of the
firms’ premerger market capitaliza-
tion was wiped out.

The company’s hunt for new man-
agement is being led by Daniel Ber-
nard, an outside director, with the
help of U.S. search firm Korn/Ferry
International.

Mr. Quigley once ran Alcatel’s
business in the U.S. and is well re-
spected by telecom operators in
that important market.

By Aaron O. Patrick

LONDON—British market re-
searcher Taylor Nelson Sofres PLC
refused to drop its opposition to a
£1.1 billion ($2.02 billion) takeover
bid from ad giant WPP Group PLC,
pushing for a higher price despite
the fact that the only other bidder
had walked away. On Wednesday,
the same day German market-re-
search firm GfK AG announced that
it had been unable to raise enough
money for a bid, TNS told its share-
holders not to accept WPP’s offer.

GfK’s withdrawal has left the Lon-
don-based market researcher with
few options. TNS shares were down

1% at 266 pence late Wednesday on
the London Stock Exchange, just be-
low WPP’s 269-pence-a-share offer.

Hedge funds and other short-
term investors have been heavy buy-
ers of TNS shares on hopes WPP
would get in a bidding war with GfK.
But the German company found it-
self unable to raise enough cash to
trump WPP’s bid. Negotiations to
make a bid in conjunction with pri-
vate-equity fund Apax Partners
failed. An Apax spokeswoman de-
clined to comment. TNS’s first-half
results, released Wednesday,
showed net income fell 12% to £19.6
million.  —Dana Cimilluca

contributed to this article.

TNS opposes one remaining bid
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Inflation data damp ECB rate-cut hopes

Chinese companies turn from stock market to bonds

By Shai Oster

BEIJING—Underground water
levels in Beijing are rising this year,
reversing a nearly decade-long de-
cline, in part because of conservation
efforts tied to the Olympics.

Aquifer levels in the Chinese capi-
tal have risen about half a meter this
year, after having fallen about one
meter each year since 1999 because
of a long drought. The shortage had
forced the city to dig ever-deeper
wells, which provide the bulk of its
municipal water.

The increase comes despite warn-
ings from environmentalists that the
Olympics would contribute to a
greater strain on Beijing’s water re-
sources, with water being diverted
from neighboring regions to supply

everything from competition venues
to the 40 million ornamental flowers
around the city.

The government has rejected the
accusations. Officials say the water
supply has benefited from unusually
plentiful summer rains as well as de-
creasing demand and greater water
recycling that the government
pushed as part Beijing’s efforts to-
ward a “Green Olympics.” Overall,
water consumption fell to less than
3.4 billion cubic meters last year,
from 4.04 billion cubic meters in
2000, officials say. Wastewater-treat-
ment rates have passed 90% as the
city rolled out new treatment plants
in time for the Games.

The data suggest that some of the
environmental-protection efforts for
the Olympics could have a lasting im-
pact.

Union, such as Belarus, held off.
Kremlin officials said they were

confident Moscow isn’t isolating it-
self. But the international response
to what amounts to a redrawing of
Georgia’s borders suggests diplo-
matic troubles ahead for the Krem-
lin. Moscow’s war with Georgia,
which began Aug. 8 and saw Russian
troops push deep into Georgian terri-
tory, already has led Washington
and European capitals to reassess
their relations with Moscow.

China hasn’t joined the West’s
chorus of criticism, but its disquiet
over the recognition of separatist en-
claves strains what had been a close
diplomatic partnership between
Moscow and Beijing.

Russian President Dmitry
Medvedev flew to Tajikistan for a
summit of the Shanghai Coopera-
tion Organization, a five-nation
group including China that the Krem-

lin has sought to build up as a coun-
terweight to Western alliances. He
discussed the Georgian crisis with
Chinese leader Hu Jintao, but nei-
ther side revealed the details of the
conversation.

China’s unease over Russia’s deci-
sion undermines a pillar of Mr. Pu-
tin’s diplomatic policy—forging
close ties with Beijing as a counter-
balance to Washington. At the core
of Moscow’s diplomatic partnership
with Beijing was a shared commit-
ment to the sanctity of international
borders and noninterference in the
internal affairs of other states. With
its own problems with separatists in
regions such as Tibet, China has in
the past been reluctant to support
breakaway groups.

Russian government spokesman
Dmitry Peskov said China’s re-
sponse “does not mean China is iso-
lating Russia.” Although Mr.
Medvedev called on other countries

to follow its decision on recognition,
“we’re not going to twist anyone’s
arms,” Mr. Peskov said. He said Rus-
sia is “currently” the only country to
recognize the separatist regions.

The Kremlin’s move was criti-
cized in the West, and the pressure
continued Wednesday. In a phone
conversation with Mr. Medvedev,
German Chancellor Angela Merkel
demanded “immediate implementa-
tion” of a French-brokered cease-
fire, including the withdrawal of Rus-
sian troops from Georgian soil, her
office said.

Russian officials said they have
met the terms of that agreement
and promised to remove from Geor-
gian territory a few hundred remain-
ing “peacekeepers” once interna-
tional monitors are in place. Wednes-

day, Foreign Minister Sergei Lavrov
challenged Berlin’s account of the
presidential phone conversation,
calling the tone “normal and busi-
nesslike.”

South Ossetia is entirely depen-
dent on Russian aid, which Mr. Pes-
kov said would continue.

In Akhalgori, an ethnically Geor-
gian town that is within the bound-
aries of South Ossetia, the situation
remained tense. Once controlled by
Georgia, Akhalgori is in the hands of
Russian troops and heavily armed
Ossetian militia. Many of its 7,500 in-
habitants, 95% of them Georgian,
have already left.

Sitting at a Georgian police check-
point down the road surrounded by
about 30 armed policemen, Tsezar
Chocheli, the Georgian governor of

the local region, said he hoped the
Russians and Ossetians would even-
tually leave. He said local police had
been forced to withdraw from check-
points closer to the edge of the town
on Tuesday after the Russians and
Ossetians threatened to open fire.

In western Georgia, meanwhile, a
U.S. naval ship carrying aid avoided
a Georgian Black Sea port where Rus-
sian troops still are present, backing
Washington away from a potentially
risky showdown with Moscow.

The American ship, Dallas,
docked in Batumi, a Georgian port
far from Russian troops. The U.S. Em-
bassy in Georgia had initially sug-
gested the U.S. vessel would instead
go to Poti, a Georgian port further
up the coast where Russian troops
still are active.

Continued from first page

China expresses unease over Russia, straining ties with old ally
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even as it establishes a new market
for investors globally.

Mainland China’s corporate-
bond issuance has jumped nearly
53% year to date, compared with the
same period in 2007, with Chinese
companies selling bonds worth
about $25 billion, according to
Thomson Reuters. Bankers say their
China pipelines remain flush for the
next few months. “We are expecting
issuance to be twice as big as it was
last year,” Mr. Ge says.

China’s bond market is still tiny
in comparison with the U.S., which
has sold $1.2 trillion in bonds this
year. But issuance in the U.S. has
dropped 41% from last year, accord-
ing to Thomson. In Japan, corporate-
bond issuance has fallen 6% in dol-
lar terms. The credit crunch has low-
ered demand for higher-yielding,
higher-risk bonds, while corpora-
tions of all stripes have come under
pressure to reduce debt on their bal-
ance sheets.

China has helped send Asian cor-
porate-bond issuance to record lev-
els, according to Thomson. Pro-
ceeds from corporate debt totaled
$91.01 billion year to date, up 3.6%
from a year earlier.

In July, Beijing North Star Co., a
publicly traded property company
partially controlled by the Beijing
city government, sold about 1.7 bil-

lion yuan, or about $248 million, in
five-year bonds. Earlier in the year,
Shenzhen Development Bank Co. is-
sued bonds totaling 6.5 billion yuan.
And oil producer PetroChina Co.
and China Merchants Bank Co. are
seeking approval to put on the mar-
ket new bonds valued at as much as
90 billion yuan.

Western investors in particular
are drawn to the debt because of the
rising yuan, which would increase
the value of interest payments
while giving Chinese issuers fewer
reasons to offer higher rates, says
one Hong Kong-based hedge fund
manager. Beijing North, for exam-
ple, offered investors a coupon rate
of 8.2%, while Shenzhen Develop-
ment Bank is paying 6.1%.

While the bulk of these bonds are
sold domestically, foreigners can
purchase a limited supply of these
bonds through the Chinese govern-
ment’s so-called QFII, or Qualified
Foreign Institutional Investor, pro-
gram.

China’s corporate-bond market
has also enjoyed a regulatory boost,
though it is unclear how much fur-
ther efforts might go. Last year, the
country’s stock-market regulator,
the China Securities Regulatory
Commission, hammered out new
rules allowing publicly traded com-
panies in China to sell corporate
bonds over the same Shanghai-

based system that distributes initial
public offerings to retail investors.

Western investment banks are
eager to grab the underwriting busi-
ness, but few are eligible to do so.
Chinese regulators require them to
have an approved venture on the
mainland and first obtain an under-
writing license there. For this rea-
son, UBS AG dominates among West-
ern banks, although Credit Suisse is
hoping to follow suit.

Chinese property companies are
among the biggest issuers, as a
weakened domestic real-estate mar-
ket has put further pressure on their
finances, says an investment banker
at UBS Securities, the bank’s Chi-
nese entity.

The more cash-strapped compa-
nies, which had been counting on
IPOs that were scotched by declin-
ing stock markets, have been able to
get financing only through private
deals with hedge funds, which are
charging hefty rates in return for
capital.

Hedge funds active in private
debt include Milwaukee’s Stark In-
vestments and New York City’s D.E.
Shaw Group, as well as the inter-
nally run hedge funds of large
banks, including Merrill Lynch &
Co. and Deutsche Bank AG. The
funds are hoping to obtain better re-
turns in private deals than are possi-
ble at the moment from stocks.

“The market being what it is, the
only thing they’ve got left is private
deals,” says Peter Churchouse, a
fund manager at LIM Advisors, a
hedge fund in Hong Kong.

Because such deals aren’t usu-
ally publicly disclosed, data on
amounts and terms are hard to
come by. But in many cases, say
hedge-fund managers, the loans can
be expensive. Hedge funds say rates
on some deals have risen to the high
teens, and in some cases exceed
20%. Before markets convulsed last
year, privately placed convertible
bonds in Asia typically commanded
coupon rates of between 8% and
10%, hedge fund managers say.

Capital controls on the mainland
mandate that these private loans
are denominated in foreign cur-
rency and reside offshore.

Some deals contain what are
known as “ratcheting provisions”
that allow debtholders to purchase
unspecified amounts of equity at dis-
counts over time, say people famil-
iar with the terms, potentially giv-
ing them larger stakes of equity
than business owners intended.

Some Asian fund watchers
worry that the terms could invite a
crackdown on foreign firms. A de-
cade ago in the U.S., loan deals that
gave lenders ever-higher equity
stakes became known as “death spi-
ral convertibles.” In several in-

stances in the U.S., companies later
sued the lenders, alleging the bond-
holders sold the shares short to
push down prices so they could ac-
quire large chunks of equity. Short-
ing amounts to a bet that shares will
fall.

Hedge funds say terms in China
typically aren’t as harsh. Typically,
lenders can’t wind up with a control-
ling stake in a company. Also, Asian
regulators have imposed lockups on
transactions involving pre-IPO fi-
nancing. “Regulators want to make
sure that pre-IPO investors aren’t
advantaged above public sharehold-
ers,” says one analyst at Stark In-
vestments.

Fund watchers are monitoring
one borrower, Guangzhou property
company Evergrande Real Estate
Group, to see how such private debt
deals pan out. In July, the internal
hedge funds at Merrill Lynch and
Deutsche Bank pumped about $500
million into the company, according
to people familiar with the matter.
It was their second infusion in re-
cent months into the company after
a hoped-for IPO faltered, spurring
its need for cash. Terms of the loans
aren’t clear, and Evergrande didn’t
respond to calls or emails for com-
ment. —Juliet Ye in Hong Kong

and Sue Feng in Beijing
contributed to this article.
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just above 2% in June 2009.”
Inflation is still well above the

ECB’s preferred level of just less
than 2%, making it unlikely the cen-
tral bank would lower its key rate
from 4.25% this year despite a seri-
ous economic slowdown that
could tip the bloc into recession.

The ECB meets next week and
is expected to keep the rate steady
while releasing updated forecasts
showing weaker growth and
higher inflation this year and
next.

ECB policy makers stressed
Wednesday that inflation remains
their primary focus.

“Monetary policy at the mo-
ment is roughly where it should
be, and I think the discussion
about declining rates in Europe is
premature,” ECB council member
Axel Weber said in an interview
with the Bloomberg news agency.

ECB Vice President Lucas Papa-
demos warned that rapidly rising
euro-zone labor costs could signal

an increase in domestic inflation
pressures that might yet push in-
terest rates higher.

“The main and serious concern
is that the protracted period of
high inflation…has the potential
to adversely affect price- and
wage-setting behavior and short-
to medium-term inflation expecta-
tions, thereby inducing a wage-
price spiral,” Mr. Papademos said
in a speech in Buenos Aires. “If
this materializes…it will require a
stronger degree of monetary tight-
ening in order to achieve price sta-
bility in a sustained manner.”

Dismal economic data from
across the bloc continued Wednes-
day. Final data from Spain’s Na-
tional Statistics Institute showed
second-quarter gross domestic
product in the euro zone’s fourth-
largest economy slowed to an an-
nual rate of 1.8%, from 2.6% in the
first quarter, a 13-year low.

In Italy, ISAE research center
data showed consumer confidence
rose to 99.5 in August from 95.8 in

July, reversing last month’s sharp
fall but remaining well below the
long-term average.
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Viewing wasteland of war
Treacherous journey
into Georgia reveals
toll of bitter conflict

By Andrew Osborn

TBILISI, Georgia—The trip be-
gan in Vladikavkaz, home to Rus-
sia’s feared 58th army, and ended in
Gori, the Georgian town where Jo-
sef Stalin was born. It traversed Rus-
sian, South Ossetian and Georgian

territory, taking a
beeline through
what was recently
a war zone. Under-
taken in a variety

of vehicles and on foot, I met sol-
diers, irregular fighters, looters and
refugees.

On display: the deep well of eth-
nic enmity that exists between Osse-
tians and Georgians, as well as the
armored fist of Russia’s armed
forces. The trip revealed the depth
of civilian suffering on both sides
from just five days of fighting, from
the shell-battered South Ossetian
town of Tskhinvali to the bulldozed
ethnic Georgian villages on its out-
skirts.

It began on the banks of the
River Terek in Vladikavkaz, a
Tsarist-era fortress town where Rus-
sia still garrisons its troops. A small
group of foreign journalists and
their ever-vigilant Kremlin minders
set off for Tskhinvali, in my case for
the seventh time.

Soon, the bus was climbing to-
ward Russia’s border with South Os-
setia, motoring along roads etched
into steep mountain passes. Russian
army units rested by the roadside
and grimy-faced young soldiers
could be spotted trying to get some
sleep. Curled like cats on the top of
their stationary T-72 tanks, they
were oblivious to passing traffic.

At the border, dozens of trucks
were backed up, filling the air with
fumes. The trucks carried timber,
roof covering, bread and propane
gas for South Ossetia’s reconstruc-
tion. Interspersed among them
were private cars and minibuses—
returning South Ossetian civilians.

We crossed the border and be-
fore long were passing through the
almost four-kilometer-long Roki
tunnel, one of many tunnels that
slice through the Caucasus. Lit by
halogen lamps, the tunnel has an un-
finished feel to it, and the air is
short on oxygen. It was through
here that Russia sent its tanks.

When we emerge, we are greeted
with a picture-postcard view. Be-
fore us is a green valley crisscrossed
by a narrow road that winds its way
downward like forked spaghetti. In
the distance, snow-capped moun-
tains glisten in the sun.

A long column of Russian armor
is making its way toward the tunnel
while other armored columns and
trucks are parked on higher ground.
As we speed along, I notice red graf-
fiti daubed on roadside stones and
abandoned buildings: “Spasibo
Rossiya!”—“Thank you Russia!”

We pass large, color posters de-
claring Ossetia’s “indivisibility” and
a lonely bust of Vladimir Lenin
standing in a dusty parking lot in
front of a filthy WC.

Just outside the village of Java,
we are held for more than an hour to
allow a military column to pass. The
road is empty at first, but then we
hear the rumbling of tanks and it
starts: A stream of more than 200 ve-

hicles—tanks, trucks, armored cars
and howitzers—trundle past, kick-
ing up plumes of dust. Groups of
from three to eight Kalashnikov-tot-
ing soldiers cling to the top of each
vehicle like barnacles, determined
not to be shaken off.

As they pass, some wave while
others pump their fists into the air
triumphantly and smile. The traffic
is sometimes three abreast and in-
cludes civilian cars driven by Osse-
tian men who grin like they are hav-
ing the times of their lives.

At one point, a truck carrying
heaped bales of hay passes, catch-
ing a Kremlin minder’s eye.

“Why do they need hay?” he
asks, shaking his head disapprov-
ingly. “They’re looters,” he adds, be-
fore checking himself. “Maybe the
hay is for the tanks.”

Next comes a string of ethnic-
Georgian villages that have been tar-
geted by Ossetian militias. The vil-
lages were in a bad way on previous
trips—almost every house was roof-
less and gutted. Now it is worse. A
large Caterpillar bulldozer is at
work and many of the houses are
just piles of rubble.

Spoils of war are being claimed:
A car has dark-wood furniture
lashed to its roof. In another ethnic-
Georgian village, windows of a big

electronics store are smashed; a cou-
ple of white refrigerators lie
beached like whales.

In Tskhinvali, the South Ossetian
capital, the cleanup has begun. The
streets have been cleared of burned-
out tanks. Civilian cars and pedestri-
ans have returned and a few small
stores have reopened.

But it still looks bad. There is lit-
tle water, no electricity and the
downtown area is a collection of
shell-pocked and burned-out build-
ings. I don’t linger—staying just
long enough to be accused of spying

by a Russian officer who says he has
seen me here too many times.

Cab service hasn’t restarted but I
spot a car with a taxi sign and tell
the driver I want to go to Gori in
Georgia. “Poyekhali!”—“Let’s
go!”—he says, and we drive toward
Georgia. After what seems like a
short distance, we hit a checkpoint.

A man clutching a long sniper’s
rifle asks for my documents. Then
four others surround me—local Os-
setian militia. “We’re not letting
any cars pass,” says a short, over-
weight man who calls himself Yuri.
“Why would anyone go in that direc-
tion,” he asks, rhetorically. “Only to
loot.”

At that moment, a jeep carrying
Russian military police pulls up and
the document check starts over. My
taxi driver says he is leaving and hur-
riedly drives off. Requests for a lift
are rebuffed. “If you were Russian it
would be different,” Yuri says. “Gori
is 28 kilometers by foot.”

I start walking. Somebody will
give me a lift, I think. But for the
next three hours, there is hardly any
traffic in what I realize has become
a dead zone. An occasional Russian
military truck and the odd civilian
car roar past; nobody stops. I pass a
pair of dead pigs rotting in the sun,
a discarded Russian soldier’s cap
and heaps of abandoned posses-
sions, rejected perhaps by picky
looters. A large Russian military
base looms on my left—two sentries
look through me as if I don’t exist.

The area used to be populated by
ethnic Georgians. A shredded
poster of Georgian President
Mikheil Saakashvili hangs forlornly
from a telegraph pole. Machine-gun
shells litter the road and chickens
peck in the dust. I pass dozens of
houses but nothing stirs.

Then a truck that has refused me
a lift disgorges a woman. She is Sal-
ima Goyeva, a 65-year-old Ossetian
who says she works in Tskhinvali’s
main drugstore. She is trying to re-
turn to her mixed Ossetian-Geor-
gian village with medicine for her
neighbors. We walk for a few kilome-
ters past shell-crumpled cars,
charred houses and ghost villages.

Suddenly people—Georgians—
appear, albeit in tiny numbers.

In the village of Tkviavi, we meet
four old women seated on a bench
outside their house. They bring us
water and we drink and talk.

“We hid in our garden when the
Ossetians came and burnt our
houses,” says Nino Tshashashvili,
one of the women.

None of them speaks Russian,
and none relishes the prospect of
their village being subsumed into
Russia. “If it becomes part of Russia
they won’t let Georgians live here,”
Ms. Tshashashvili says.

Ms. Goyeva heads off for her vil-
lage soon afterward and I carry on.
In the center of Tkviavi, two men sit
in a bus shelter waiting for a bus
that will never come. Both are
drunk. “Please take a photograph of
my house,” one says, “so that I can
prove the damage.”

A little farther on, a white Lada
jeep with four occupants suddenly
screeches to a halt. “Get in,” says
the elderly driver, whose smile
flashes with gold teeth. The Lada
roars off at breakneck speed.

“Have a peach,” the man says. He

won’t take no for an answer. I soon
have six peaches in my bag. The men
are Georgian and say the car is
looted. They are looking for their
own car that they say was looted by
Ossetians. Soon we find it, in a ditch
with no tires, its windshield shat-
tered. This doesn’t depress the loot-
ers. We part company as one of
them rummages through the pock-
ets of old clothes on the recovered
car’s backseat. As I walk farther, I
pass more burned-out houses, apart-
ment blocks and wrecked shops.

An old Ford transit van stops and
I hop in with a few locals, also look-
ing to get to Gori. The driver, Vasi
Pavlashvili, is returning from a visit
to his home in Tkviavi. He says he ap-
proached his house but fled when he
saw gunmen in his garden.

“They were sunbathing in their
underwear like on the beach,” he
said. Minutes later, we reach the
last Russian checkpoint before Gori.
“Open up so I can have a look,” a Rus-
sian soldier barks. The door slides
open and the soldier conducts a
brief search. “Can we pass?” asks
the driver. “Da,” says the soldier.

Female paramilitary soldiers check the medical papers of a Kashmiri woman being
carried to hospital during a curfew in Srinagar, India.

Indian police clash with militants in Kashmir
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Some celebrate a
victory while others
are left to sift
through wreckage.
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NOTEBOOK

By Vibhuti Agarwal

NEW DELHI—In a sign that mili-
tants are trying to further inflame
tensions in Kashmir, police say
three members of a banned Paki-
stani terrorist organization crossed
into India, started shooting and
took hostages, prompting a gun bat-
tle with police in which the gunmen
were killed.

It is the latest worrying develop-
ment after weeks of unrest in the vola-
tile area, where dozens have died in
about two months of protests and vio-
lence following a controversial deci-
sion by the state government to do-
nate 40 hectares of land for a holy
Hindu pilgrimage site. The decision
irked Muslims, who are in the major-
ity in the state of Jammu and Kashmir,
and its subsequent reversal prompted
retaliatory protests from Hindus.

Police officials say three terror-
ists crossed into India-controlled
Kashmir Tuesday by cutting through
a border fence. Dressed as policemen,
they went on a shooting rampage
early Wednesday morning in Jammu,

a majority-Hindu city in the southern
part of the state. They killed one sol-
dier and at least two civilians. They
then took several civilians, including
four children, hostage in a home on
the outskirts of the city where they en-

gaged in a gun battle with police that
left the three gunmen dead, accord-
ing to New Delhi Television.

“They are the same infiltrators
who sneaked into the India territory
from the Pakistani side on Tuesday,”

said Rajendra Kumar, inspector-gen-
eral of police in the Jammu region.
“Intelligence sources have indicated
them as members of the banned Is-
lamic group Lashkar-e-Taiba.”

Pakistan-based Lashkar-e-Taiba
is a militant outfit fighting for the in-
dependence of Kashmir. It has been
banned by both India and Pakistan.

Shri Amarnath Yatra Sangarsh
Samiti, a Hindu nationalist organiza-
tion, postponed a public rally sched-
uled for Wednesday in the wake of
the terror attack. The rally was to ag-
itate for the granting of the state
land for the Amarnath pilgrimage
site. A spokesman for the organiza-
tion, Sangarsh Samiti Jitender
Singh, said, “The rally has been can-
celed in view of the terror attack.
But our demands would continue.”

About 10,000 extra troops have
been sent to the region to try to re-
store order. A curfew in place since
Sunday in Srinagar, the major city in
the Muslim-majority Kashmir Val-
ley, will be lifted gradually, authori-
ties said Wednesday, to allow resi-
dents to buy essentials.
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By Robert Frank

IF YOU WANT to be a successful
plutocrat, you have to perfect the

art of the hostess gift.
Edwina Rogers, the wife of Wash-

ington lobbyist Ed Rogers, is a mas-
ter of the form and has developed
her own signature specialty. She
wraps her thank-yous in sheets of
real dollar bills, purchased from the
U.S. Bureau of Engraving.

In this clip from the pilot episode
of “PowerHouse”—a kind of “Life-
styles of the Rich and Famous” show
set in Washington and in develop-
ment for NBC—Mrs. Rogers is

shown in her “wrapping room,” a
special area of her walk-in closet in
her 18,000-square-foot mansion.

She unfurls a roll of dollar bills
and starts slicing them up to make
the appropriate wrapping sheets.
No matter that she slices several dol-
lar bills in half—it is all about lining
up the George Washingtons on the
front. “The effect is fabulous, espe-
cially for foreigners,” she says.
“They love it.”

The host, Mario Correa, quips
that he spends “less money on gifts
for people than you do on the wrap-
ping paper.”

Mrs. Rogers responds, quite
thriftily, that she only wraps small
gifts—not large ones—in money (a
sheet of 32 $1 bills goes for $55). Be-
sides, it’s the thought that counts,
she says: “I love giving gifts that are
wrapped in U.S. dollars.”

Good timing to watch
rich-people television

THIS WOULD seem an unlikely
time to launch a flood of shows

about rich people. Yet that is exactly
what Hollywood has planned for the
fall television line-up.

Shortly after our evening news—
filled with home foreclosures, soar-
ing gas prices, plunging stocks and
layoffs—we will be treated to such
shows as “Privilege,” “Dirty Sexy
Money,” “Gossip Girl,” and other
over-the-top shows about life over-
the-top.

Bad timing? Quite the contrary.
According to a piece in the Contra
Costa Times by Chuck Barney, stu-
dio execs are betting on a re-run of
popular interest in rich shows like
“Dynasty,” “Dallas” and “Falcon
Crest.” Those shows peaked in the
1980s, when the economy was just
coming off years of stagflation.

Dawn Ostroff, entertainment
chief for The CW, says in the article
that rich-TV actually thrives during
poor times. “A lot of times when the
country goes through times like
these, where we’re in what is per-
ceivedbymany asa recession, having
entertainment be escapist entertain-
ment is what our viewers look for.”

Chuck Kleinhans, a professor at
Northwestern University, says in
the article, “People are always inter-
ested in what is not like them.” He
adds, “They know their friends and
family; they don’t know the super-
rich. Some of this is curiosity. Some
of it is envy. Some of it is jealousy.
Some of it is snarkiness.”

They may be right. The rich are
more different—at least financially—
than most Americans these days.
But I find it hard to believe Ameri-
ca’s view of the wealthy hasn’t
changed in 20 years. In that time,
wealth has become more common
and the common have become
wealthy. The politics of inequality
also have grown more complicated.
Back in the early 1980s, inequality
wasn’t much of a public issue. Today—
especially in this election sea-
son—no one wants to be called
“rich.”

Wrapping her thanks
in crisp dollar bills
Washington lobbyist’s wife

develops signature specialty;

foreigners love the hostess gifts

W
ANT to start
teaching your
children about

finances? Here are some
tips to keep in mind:

Discuss the concept of
money by making them
aware that you work to
provide food, clothing
and their toys. Help them
understand the concepts

of saving, investing and donating—not just spend-
ing. In an age of ATMs and online purchases, ex-
plain how those transactions relate to cash, and
how credit cards work.

Use trips to the store as opportunities to teach
about budgeting, and understanding wants versus
needs. Open a bank account and teach them to save
for something they want.  —Associated Press

T
HEY’RE a nation of
beer and whiskey
drinkers, but wine

is fast becoming the tip-
ple of choice for India’s
growing ranks of young,
affluent professionals
who are quaffing down
vintages and boosting
the local industry.

Wine consumption in
India has grown about 30% a year over the past 10
years as the economy booms. And while the figures
are low by global standards—just 5 milliliters per
capita compared with 9.5 liters per capita in the
U.S., experts expect more bottles will be up-ended
as wealthy Indians slake their thirst for wine. Sales
have rocketed, especially in trendy city bars and
clubs.  —Reuters
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Teaching young children
the elements of finance

Letting go of the losers
Selling can hurt;
here are some ways
to ease the pain

WSJ.com
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STATE planning isn’t
just for the old and
the rich. Young par-

ents and people with vary-
ing degrees of wealth need
estate plans, which can
range from simple wills to
complex trusts. In some
cases, individuals plan for
their unborn children and
grandchildren.

Some investors worry
about giving away assets they might need later in
life. But there’s no time like the present, attorneys
and wealth managers say. Current economic condi-
tions make this a good time to move assets out of
your taxable estate for the benefit of future genera-
tions or charitable causes, they say.
 —Kristen McNamara

By Jason Zweig

W HEN YOU BUY and hold,
you don’t have to use a
death grip. Of course, you

never should sell a stock or fund
purely because its
price has gone
down. If your origi-
nal reasons for
buying turn out to
be wrong, how-
ever, you should

consider selling.
Yet letting go is much easier

said than done. Sell a
stock or fund at a loss
and your pride goes with
it, trailing in its wake a
stream of regrets about
what might have been.

Individual and profes-
sional investors alike
struggle with selling.
Berkeley finance profes-
sor Terrance Odean has
found that investors are
at least 50% more likely
to sell their winners than
their losers. Among the
money managers sur-
veyed by Cabot Re-
search, a Boston consult-
ing firm, fewer than 30%
base their sell decisions
on “extensive research.”
The rest concede they ba-
sically sell by the seat of
their pants.

All too often, inves-
tors are prisoners of the
past. Did you buy Gen-
eral Motors last year at
42? Dump it now, around
10, and you abandon all
hope that it will recover
its former glory. Hold on,
however, and you can tell
yourself that you weren’t wrong;
you just haven’t yet been proved
right.

The longer you’ve owned a
stock and the more you’ve lost on
it, the harder it can be to sell.
“Once you start thinking about

how much pain a stock has caused
you,” says Columbia University
psychologist Eric Johnson, “that
emotion blocks you from thinking
about the advantages you could
get from selling.” You may think
you own a stock, but the stock may
own you.

Then there’s the haunting be-
lief that your portfolio is ruled by a
version of Murphy’s Law: What-
ever can go up will go up, but only
after you sell it. Cornell University
psychologist Thomas Gilovich ex-
plains, “People tell themselves, ‘If
I sell, and it goes up, I know I’ll kick
myself,’ because it’s so easy to
imagine having hung on to it in-
stead.” Over the years, I’ve heard
dozens of fund managers say they
made a stock go up just by selling
it.

Fortunately, there are tech-
niques that can take some of the
emotion out of selling at a loss.

n Use stop-look orders. I am
not a fan of stop-loss orders, which
automatically sell you out of a
stock when it drops below a preset

limit—and tend to fill both your
portfolio, and your broker’s
pocket, with cash. But I do believe
in what I call “stop look” orders:
Whenever a stock drops, say, 25%
below what you paid, automati-
cally review your original top
three reasons for buying to see
whether they are still valid. That
will prevent you from selling with-
out thinking first.

n Don’t go far afield. Minimize
your risk of future regret by replac-
ing what you sell with something
similar.

n Shop before you drop. Ask
yourself: Which stock or fund
would I most like to own? Then
view your losers as a source of
funding to reduce the amount of
cash you would otherwise need to
raise. “Thinking about possibili-

ties instead of pain,”
says Prof. Johnson of Co-
lumbia, “will make sell-
ing a lot easier.”

n Get over it. Robin
Hogarth, a management
professor at Pompeu
Fabra University in Bar-
celona, advises changing
the log-on for your bro-
kerage account to some-
thing like “dumpmylos-
ers.” Repeatedly typing
such a phrase will soften
your resistance to sell-
ing.

n Reprice it. Let’s
say you bought Citi-
group three years ago
for 43.50. Divide your
original purchase price
by 10. Imagining that you
paid 4.35 should help
you see today’s price
(around 17) in a new
light. If you can’t justify
why Citigroup is still
cheap after quadrupling
from what you “paid” for
it, you should sell.

n Follow your sales.
Using an online portfolio
tracker, monitor the re-

turns of all the stocks you sell after
you sell them. Studying the after-
math of your mistakes will enable
you to learn which you sold too
soon and which too late. You can-
not improve what you do not mea-
sure.

Young, affluent Indians
boost local wine industry
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Check out Robert Frank’s blog,
The Wealth Report, at

wsj.com/wealth
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SPENDING

From the pilot episode of ‘PowerHouse.’
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The present is good time
to prepare for the future
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J
APAN’S THREE largest
car makers saw domestic
auto production rise in

July because of a one-time
event, but the outlook for the
industry is still uncertain.

Toyota Motor Corp.,
Honda Motor Co. and Nissan
Motor Co. on Wednesday re-
leased data showing a jump in
July output, as year-earlier
figures were artificially low
because of an earthquake that

forced the companies to temporarily stop production.
If the impact of the quake is excluded, Nissan

would still have posted 31% growth and Honda’s out-
put would have risen 0.2%, benefiting from solid do-
mestic sales and exports, but Toyota’s production
would have fallen 0.1%.  —Yoshio Takahashi

S
WITZERLAND-based
Adecco SA has until
Sept. 30 to launch a

firm bid for British recruit-
ment company Michael Page
International PLC, the U.K.
takeover panel ruled Wednes-
day. Earlier this month,
Michael Page had rejected
the Swiss staffing company’s
tentative £1.3 billion ($2.4 bil-
lion), or 400-pence-a-share,
bid. An acquisition of the

smaller company, which specializes in the place-
ment of white-collar staff, such as financial advisers
and lawyers, would help boost Adecco’s still-fledg-
ling high-end staffing business. Adecco, which
hasn’t excluded a hostile bid, said both companies
have accepted the ruling. —Goran Mijuk

Vehicle production rises
at Japanese manufacturers
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ANISH SHIPPING and
oil company A.P. Mol-
ler-Maersk AS said it

agreed to acquire Swedish
product-tanker company
Brostrom AB for 3.62 billion
Swedish kronor ($565.4 mil-
lion). Brostrom shareholders
controlling 55.9% of the com-
pany’s shares have already
accepted the deal and Bros-
trom’s board has endorsed
the offer. The offer price of

57 krona per share represents a 23.6% premium to
the average closing price of Brostrom’s shares over
the past three months. Moller-Maersk also reported
a 39% rise in first-half net profit to 1.59 billion Dan-
ish kroner ($312.1 million), while revenue was up
13% to 148.37 billion kroner. —Gustav Sandstrom

Adecco has until Sept. 30
to bid on Michael Page

Dell and rivals H-P, Acer and Lenovo are expanding aggressively in emerging
economies as sales growth in the U.S. and other developed markets slows.

Dell unveils emerging-market PCs
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Dell Inc. unveiled four low-cost
computer models Wednesday de-
signed for China, India and other
emerging economies in a new bid to
tap the potential of high-growth
markets outside the U.S.

The two notebook and two desk-
top PCs are the first Dell models de-
signed especially for emerging mar-
kets, said Steve Felice, the U.S. com-
puter maker’s president for the Asia-
Pacific region. They are meant for
small-business users and are to be
sold in 20 countries across Asia, Af-
rica and Latin America.

Strong sales in Asia helped Dell
turn in better-than-expected results
in the first quarter despite a slowing
U.S. economy.

The company is due to report its
latest quarterly results Friday, and
analysts are watching whether it
can maintain its growth pace.

“Our success is going to be
largely dependent on our ability to
expand globally,” Mr. Felice said.

Dell and rivals Hewlett-Packard
Co., Taiwan-based Acer Inc. and Chi-
na’s Lenovo Group are expanding ag-
gressively in emerging economies
as sales growth in the United States
and other developed markets slows.

Dell’s first-quarter sales in the so-
called BRIC emerging markets—Bra-
zil, Russia, India and China—grew
58%, about 10 times the U.S. rate,
Mr. Felice said. He said Dell expects
20% to 30% annual growth in those
markets in coming years.

Prices for the new Vestro note-
books will start at 3,299 yuan
($482) and for the desktop PCs at
2,999 yuan, according to Mr. Felice.

Beijing-based Lenovo, which ac-
quired IBM Corp.’s PC unit in 2005,
is targeting China’s vast but poor
rural market with a basic PC re-

leased last year and priced as low
as 1,499 yuan.

Dell, based in Round Rock,
Texas, broke with its usual develop-
ment and marketing strategy for its
latest products, Mr. Felice said.

“We used to design products for
global requirements and distribute
the same product globally,” he said.
“In this situation, we started with
talking to emerging-country cus-
tomers, designing a product for
emerging countries, and our initial
launch of the product is only in
emerging countries. That’s a big de-
parture in our strategy.”

The move reflects a growing fo-
cus by global computer, automobile,
consumer-goods and other compa-
nies on creating products for in-
creasingly prosperous customers in
China, India and other emerging
economies.

According to Mr. Felice, industry

forecasts say China’s computer
sales should grow from 50 million
units last year to 500 million by
2015, or double that year’s pro-

jected U.S. sales. The new Dell mod-
els were created by a Shanghai de-
sign center set up to focus on emerg-
ing markets, Mr. Felice said.

Though digital downloads are expected eventually to replace compact discs, there is
a growing discomfort with the dominant role that iTunes already plays.

Labels skip iTunes, seeking greater profit
Single-song format
crimps album sales,
some artists argue

CORPORATE NEWS

By Ethan Smith

And Nick Wingfield

I TUNES HAS been the runaway
hit of the music business, selling
more than five billion down-

loads of songs since it started five
years ago, but a growing number of
record companies are now trying to
steer clear of Apple Inc.’s behemoth,
because they think that in some
cases, it’s crimping overall sales.

Atlantic Records kept Kid Rock’s
“Rock ‘n’ Roll Jesus” album off
iTunes’ virtual shelves and still sold
1.6 million copies after it was re-
leased last year—a sizable number
in the depressed music industry.
Sales have even increased in 19 of
the past 22 weeks, according to Niel-
sen SoundScan, vaulting it to No. 3
on the Billboard 200 sales chart.
Last week, Warner Music Group
Corp.’s Atlantic Records yanked
from the iTunes Store an album by

R&B singer Estelle, four months af-
ter the album had gone on sale there—
and the same week one of its songs
entered the top-10-selling tracks on
Apple’s download service.

Avoiding iTunes, now the U.S.’s
largest music retailer, according to
research firm NPD Group Inc., runs
against what has become the conven-
tional logic of the music business. It
is now taken as an article of faith in
the industry that digital downloads
will eventually replace compact
discs. But there is a growing discom-
fort with the dominant role iTunes al-
ready plays.

Label executives, managers and
artists all chafe over how iTunes pre-
vents them from selling an album
only as a single unit. Instead,
iTunes, with only few exceptions, re-
quires that albums be made avail-
able as separate songs.

Some artists see their albums as
one piece of work and don’t want
them dismantled. Their handlers
tend to have financial objections:
They can make more by selling com-
plete albums for $10-$15 than indi-
vidual songs.

“In so many ways, it’s turned our
business back into a singles busi-

ness,” says Ken Levitan, Kid Rock’s
manager. Far from being a savior to
the industry, Mr. Levitan calls the
rise of iTunes “part of the death knell
of the music business.” An Apple
spokesman declined to comment.

Music sales have been in a free

fall since 2000, the year file-sharing
networks made online copying of mu-
sic widespread. The launch of Ap-
ple’s iTunes service in 2003 was
hailed as a potential savior for the in-
dustry, allowing consumers an easy
and legal way to buy music online,

while still cutting in record compa-
nies on a portion of the sales. But Ap-
ple isn’t willing to sell songs for more
than 99 cents, something most
record labels see as critical to increas-
ing revenues. Apple keeps about 30%
of the price of each music sale,
whether it’s a 99-cent track or a $10
album, according to people in the mu-
sic industry. Apple has said it makes
little profit from iTunes as a result of
the costs of running the online store.

Irving Azoff, manager of numer-
ous high-profile acts, says that a
few years ago, he presented his cli-
ents the Eagles with a financial anal-
ysis showing that their royalties to
date from iTunes sales were far
lower than anyone expected.

That sentiment was a factor in the
band’s decision to sell its latest album,
“Long Road Out of Eden,” only
through Wal-Mart Stores Inc.

Still, shunning iTunes carries
risks for the labels. Not only is it the
biggest force in music sales, but
keeping songs off the service could
prompt listeners to look for illegal
downloads instead. In addition, cus-
tomers have demonstrated a clear
preference for buying singles in-
stead of entire albums.
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A.P. Moller agrees to buy
tanker concern Brostrom
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Pittsburgh robots go to work
Designed by locals
in citywide program,
some are even edible

7 7

By Clare Ansberry

Pittsburgh

M
OST robots are func-
tional. Only a few are
edible, even nutri-
tious. Mickey Mc-
Manus took five seed-

less cucumbers, carved them so they
looked like fingers and anchored
them to a hunk of Edam cheese. To
this “hand,” he attached a small elec-
tronic device, programmed to re-
spond to sound; when someone
laughed or clapped, the fingers
flexed. He brought his cucumber ro-
bot to a wine-and-cheese party as an
appetizer, along with a ro-
botic Rice Krispies Treats
man that pivoted whenever
the lights dimmed.

Mr. McManus is neither
chef nor computer scientist.
He’s a Pittsburgh executive
who, along with about 500
other locals, recently be-
came an amateur robot de-
signer. They were taught by
professors at Carnegie Mel-
lon University’s Robotics In-
stitute, which last year
launched a citywide out-
reach program to bring ro-
bots to the masses.

While scientists and engi-
neers have built robots to
search for life on Mars and
clean out toxic-waste dumps,
many of the civilian creators
looked to the robots to solve
problems in their own back-
yards. There was a robot that
took photos of speeding cars,
and another that waved its
arms when the street noise
got too loud. A robotic sheep
mowed lawns, and robotic
flags raised and lowered au-
tomatically.

“I wanted to try a robot
waiter made of bread,” says Mr. Mc-
Manus, chief executive of Maya De-
sign, a local design and research
firm. The bread turned out to be too
soft to work with, but the cucumbers
were perfect. A local art gallery held
a reception for the designers’ cre-
ations and Mr. McManus’s edible ro-
bots made an appearance—and a dis-
appearance.

The yearlong program, called Ro-
bot 250, coincides with the city’s
250th birthday. Teachers fanned out
to 13 neighborhoods, providing mate-
rials, instruction and troubleshoot-
ing. “We wanted to put technology
into the hands of as many people as
possible,” says Illah Nourbakhsh, an
associate professor at Carnegie Mel-
lon University’s Robotics Institute,
who came up with the idea.

Often working in teams, partici-
pants built about 75 robots, ranging
from small paper flowers whose
buds opened and closed, to a working
wooden roller coaster. Most of the ro-

bots reacted to simple inputs, like
noise, light or movement.

Carole and Albert Borek were ini-
tially apprehensive. “We’re not arty.
We’re just old people,” says Ms.
Borek, 64 years old.

But after seeing how easy it was
to use a basic sensor, the Boreks de-
cided to build a robot to monitor
noise on their street, which they con-
sidered excessive. They called their
creation Boombox Barney. It had a
mannequin head and two fabric
arms. When noise reached a certain
level, Barney covered his ears, indi-
cating that it was too loud and signal-
ing people to pipe down

The project came together
smoothly for the most part, although
the Boreks did something wrong at
first, causing Barney’s arms to go
down instead of up when exposed to
loud noise. Once that was fixed, Bar-
ney worked perfectly. The only prob-

lem was that people clapped and
yelled at him just to see him cover his
ears. “It didn’t keep people quiet,”
says Ms. Borek.

Christina Papp, a graphic de-
signer, built a robot that took photos
of speeding cars in front of her house.
She’d like to work on improving the
image quality and eventually email
photos of offenders to the mayor’s of-
fice. Golan Levin, an artist, designed
a large, elephantlike snout, dubbed
Double-Taker, that turns and looks at
passing pedestrians.

People in Pittsburgh have been
building robots for decades. Seventy
years ago, an engineer at Westing-
house Electric created Elektro the
Moto-Man, who could walk and
smoke cigarettes and had a 77-word
vocabulary. His sidekick, Sparko the
Moto-Dog, wagged his tail, sat and
barked on command.

Today, there are more than 30 ro-
botic companies in Pittsburgh. They
make drowsy-driver warning sys-

tems, and robots that help with sur-
gery, unload crates and search for life
on distant planets. Alcoa Inc. has a
six-foot-tall robot spokesperson, Al,
who hosted a recent Robot Block
Party at the Carnegie Science Center.

Part of the Robot 250 event, the
block party was billed as the city’s
largest and most diverse public gath-
ering of robots. A solar-powered ro-
bot mingled with hazmat robots that
search for explosives. Robots built
by teenagers were on display. Red
Rover, a four-wheeled robot that has
become a local celebrity in robot cir-
cles, made an appearance. Red Rover
and his creators are vying for the
Google Lunar X Prize, a $30 million
competition for the first privately
funded team to send a robot to the
moon and transmit video, images
and data back to Earth.

Several other robots weren’t able
to attend. Moe, a six-legged Styro-

foam sheep, was busy roam-
ing and trimming the
grounds at the city’s conser-
vatory several miles away.
Moe has a grass shearer in his
mouth and ultrasonic range
finders to keep him from
crashing into things. An invisi-
ble fence keeps Moe from
wandering too far, although
he did get out once and tram-
pled the flowers when the
fence became unplugged.

Moe is equipped with
proximity sensors to avoid
running into objects such as
small children, as well as an
MP3 player that features
bleats and a recording of
Thomas Edison reciting
“Mary Had a Little Lamb.”

“This is not just a fancy
lawn ornament,” says Moe’s
creator, Osman Khan, a visit-
ing assistant professor of art
at Carnegie Mellon. Mr.
Khan, along with several
other local artists, was in-
vited as part of Robot 250 to
use robots to create a piece of
installation art.

Although Mr. McManus’s
edible robots have already

been eaten, he created a how-to
guide and video, which is helpful,
since much trial and error involving
other foods preceded the finished
products.

After several frustrating efforts,
he consulted Maya’s chief technolo-
gist, Jeff Senn, who suggested vegeta-
bles, which are naturally flexible.

Cucumbers worked perfectly. “We
attribute the success of cucumber-
based robotics to the strong exosur-
face and self-lubricating properties
of the garden variety seedless cucum-
ber,” the video explains. A mixture of
Rice Krispies and melted marshmal-
lows also worked, although Mr. Mc-
Manus suggests periodic doses of
Pam spray to counter stickiness.

O
NE OF THE first things I
did eight years ago after
converting my CD collection

to MP3 files on my personal com-
puter was to snake a cable from
the PC to my stereo system in an-
other room. The setup gave me
the pleasure of piping music
throughout my home.

But every time I wanted to
change songs, I had to shuffle
from the living room to another
room to make a few mouse clicks
on my computer. Ever since then,
I’ve been patiently waiting for
someone to come up with a well-
designed, affordable remote con-
trol that lets me change tunes no
matter where I am at home.

It turns out, I already owned
that device. It’s an iPod touch. A
new program released by Apple in
July was all it took to convert my
MP3 player into a sophisticated re-
mote control for my digital-music
collection. That program, called
simply Remote, runs on the
iPhone as well as on the iPod
touch, a version of the Apple MP3
player that has an iPhone-like
touch-sensing screen and Internet
access capabilities using Wi-Fi
wireless technology. Remote is
available free of charge on the on-
line App Store that Apple has
used since July to distribute soft-
ware for those devices.

In essence, Remote is a remote
control for all music stored on a Mac
or Windows PC that’s loaded into
iTunes, Apple’s music jukebox soft-
ware. It lets you jump between playl-
ists, browse artists and pump up the
volume. For the program to work,
you need to buy into using other Ap-
ple entertainment products.

I
N THE SIMPLEST setup, Re-
mote allows you to control the
music that plays through the

stereo speakers connected directly
to a PC. But it’s far most useful
when you use a PC to deliver au-
dio to additional speakers through-
out the home.

Apple sells a couple of different
products that can receive an audio
signal from a PC running iTunes.
Both work wirelessly over a Wi-Fi
home network so you don’t need to
put holes into your walls to run com-
puter and speaker wire. I tested Re-
mote using both. One is an Apple
TV, a $229 set-top box in my living
room that plays digital audio and
video through a standard home-the-
ater system. The other is an AirPort
Express, a $99 Apple wireless net-
working device on my patio con-
nected to a pair of powered A5
speakers made by Audioengine,
based in San Jose, Calif. A third set
of speakers was connected to an
iMac in the kitchen, where I store
all of my digital music.

It was a breeze to configure the
Apple TV and AirPort Express to
show up as remote speakers in

iTunes on my computer. Setting up
Remote to give me mobile control
over this whole array of speakers
was a little trickier. After installing
the program on my iPod touch, I
couldn’t get it working with iTunes
on my computer. About 20 min-
utes later, after fiddling with the
security settings for my Wi-Fi base
station, iTunes finally recognized
Remote and I was in business.

W
E’VE ALL become accus-
tomed to the confusing de-
signs of the remote con-

trols that come with TV sets and
stereo systems. In contrast, Remote
cleanly displayed all of the music
on my computer on the big color
screen of my iPod touch.

The program let me flip through
all the artists, albums and playlists
with the same finger swipes that I
use to browse the songs stored lo-
cally on my iPod. But I was disap-
pointed that Remote doesn’t take
advantage of a feature in the iPod
touch called cover flow that lets us-
ers browse their music libraries by
flipping through album cover art.

The software easily let me turn
on and off the music playing
through the speakers in my
kitchen, living room and patio. I
could have all the speakers on at
once—a fun option for a party.
The sound was terrific, including
through the crisp-sounding $349
Audioengine speakers, which don’t
require a stereo receiver.

Because Remote uses Wi-Fi to
communicate with iTunes, I was
able to use it to control music any-
where around my house and back-
yard, which are small enough to be
fully covered with a wireless signal
from my Wi-Fi base station. That’s
a big plus over conventional re-
mote controls that use infrared.

One drawback: the battery in
my iPod touch was drained over-
night if I configured Remote to stay
connected to iTunes, a feature that
increases responsiveness of the
software. Changing that setting let
me go days without recharging my
iPod touch, but it meant I had to
wait a couple seconds for Remote
to connect to iTunes when I started
up the software.

Another multiroom audio prod-
uct with a good remote control is
the ZonePlayer from Sonos, an
equipment maker based in Santa
Barbara, Calif. That system has
some advantages over Apple’s of-
ferings, including the ability to ac-
cess tunes from online music ser-
vices such as Pandora and Rhap-
sody, and separate volume con-
trols for each set of speakers.

For people who already own an
iPod touch or iPhone, Remote is a
great reason to buy an AirPort Ex-
press to fill your home with music.

Email Nick.Wingfield@wsj.com.
Walter S. Mossberg is on vacation.
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Psyching yourself up to let go
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Online today
See some of the creative, edible

robots created for Carnegie Mellon's
Robotics Institute, at WSJ.com/Video

Roboticist Josh Schapiro, left, and artist Osman Khan built
Moe, a robotic sheep, part of Carnegie Mellon University’s
program to use robots to create a piece of installation art.
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

2.66% 13 World -a % % 251.51 0.71% –13.3% 8.09% 6 Stoxx Select Dividend 30 1713.60 0.22% –45.8% 2156.90 0.61% –41.6%

2.68% 13 Stoxx Global 1800 222.80 –0.03% –19.9% 244.69 0.36% –13.7% 5.32% 7 Euro Stoxx Select Div 30 2155.30 0.12% –34.4% 2723.22 0.51% –29.4%

3.44% 11 Stoxx 600 283.20 0.18% –22.8% 311.13 0.57% –16.8% 4.93% 15 U.S. Select Dividend -b % % 704.63 0.25% –21.4%

3.52% 11 Stoxx Large 200 304.70 0.25% –22.3% 332.92 0.64% –16.2% 9.13% 11 Australia LPT -b, c 1614.80 –1.01% –34.6% % %

2.93% 12 Stoxx Mid 200 255.90 –0.10% –24.7% 279.50 0.29% –18.8% 3.17% 12 Sustainability 911.20 –0.18% –20.7% 1132.40 0.29% –14.5%

3.23% 11 Stoxx Small 200 159.90 –0.26% –25.5% 174.59 0.13% –19.7% 2.08% 14 Islamic Market -a % % 2138.78 0.88% –5.3%

2.33% 14 Stoxx Growth 1366.10 0.08% –18.2% 1767.30 0.46% –11.8% 2.40% 13 Islamic Market 100 1810.00 –0.09% –13.8% 2280.00 0.38% –7.0%

4.49% 9 Stoxx Value 1266.50 0.31% –25.1% 1639.29 0.70% –19.3% 5.28% 8 Islamic Turkey -c 2708.30 –1.26% –4.6% % %

3.35% 10 Euro Stoxx 312.80 0.05% –22.7% 343.63 0.44% –16.7% 6.27% 18 Bahrain -c 228.40 –0.15% 5.9% % %

3.43% 10 Euro Stoxx Large 200 334.50 0.08% –23.0% 365.11 0.47% –17.0% 2.03% 18 Wilshire 5000 % % 13003.02 0.20% –11.8%

2.92% 12 Euro Stoxx Mid 200 290.40 –0.03% –20.4% 316.91 0.36% –14.3% % DJ-AIG Commodity 181.30 –0.44% 9.3% 193.64 –0.06% 17.8%

3.01% 11 Euro Stoxx Small 200 173.50 –0.13% –23.6% 189.21 0.26% –17.7% % Euro Currency 121.30 % 7.7% % %

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

Cross rates U.S.-dollar and euro foreign-exchange rates in global trading

USD GBP CHF SEK RUB NOK JPY ILS EUR DKK CDN AUD

Australia 1.1654 2.1422 1.0602 0.1822 0.0473 0.2168 0.0106 0.3255 1.7139 0.2298 1.1128 ...

 Canada 1.0473 1.9251 0.9527 0.1637 0.0425 0.1948 0.0095 0.2925 1.5402 0.2065 ... 0.8986

 Denmark 5.0715 9.3222 4.6134 0.7928 0.2059 0.9433 0.0462 1.4166 7.4584 ... 4.8425 4.3516

 Euro 0.6800 1.2499 0.6185 0.1063 0.0276 0.1265 0.0062 0.1899 ... 0.1341 0.6493 0.5834

 Israel 3.5802 6.5809 3.2568 0.5597 0.1453 0.6659 0.0326 ... 5.2651 0.7059 3.4185 3.0719

 Japan 109.7450 201.7278 99.8317 17.1556 4.4549 20.4129 ... 30.6537 161.3965 21.6396 104.7885 94.1667

 Norway 5.3763 9.8824 4.8906 0.8404 0.2182 ... 0.0490 1.5017 7.9066 1.0601 5.1334 4.6131

 Russia 24.6345 45.2819 22.4093 3.8509 ... 4.5821 0.2245 6.8809 36.2287 4.8574 23.5219 21.1376

 Sweden 6.3971 11.7587 5.8192 ... 0.2597 1.1899 0.0583 1.7868 9.4078 1.2614 6.1081 5.4890

 Switzerland 1.0993 2.0207 ... 0.1718 0.0446 0.2045 0.0100 0.3071 1.6167 0.2168 1.0497 0.9433

 U.K. 0.5440 ... 0.4949 0.0850 0.0221 0.1012 0.0050 0.1520 0.8001 0.1073 0.5195 0.4668

 U.S. ... 1.8382 0.9097 0.1563 0.0406 0.1860 0.0091 0.2793 1.4707 0.1972 0.9548 0.8580

Source: Thomson Reuters via WSJ Market Data Group

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

WSJ.com

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

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

Corn (cents/bu.) CBOT 596.00 2.00 0.34% 799.25 258.50
Soybeans (cents/bu.) CBOT 1348.00 3.50 0.26 1,636.75 622.00
Wheat (cents/bu.) CBOT 825.75 –28.75 –3.36% 1,284.25 430.00
Live cattle (cents/lb.) CME 103.775 –1.975 –1.87 113.200 96.200
Cocoa ($/ton) ICE-US 2,966 82 2.84 3,273 1,845
Coffee (cents/lb.) ICE-US 148.10 0.15 0.10 178.90 123.40
Sugar (cents/lb.) ICE-US 13.59 –0.49 –3.48 15.43 9.72
Cotton (cents/lb.) ICE-US 70.63 1.17 1.68 98.45 59.20
Crude palm oil (ringgit/ton) MDEX 2,502.00 93 3.86 4,200 1,965
Cocoa (pounds/ton) LIFFE 1,666 36 2.21 1,706 979
Robusta coffee ($/ton) LIFFE 2,322 –36 –1.53 2,802 1,544

Copper (cents/lb.) COMEX 344.50 2.85 0.83 404.50 220.00
Gold ($/troy oz.) COMEX 834.00 5.90 0.71 1,048.00 437.00
Silver (cents/troy oz.) COMEX 1356.80 –11.00 –0.80 2,155.00 601.00
Aluminum ($/ton) LME 2,778.00 29.00 1.05 3,340.00 2,375.00
Tin ($/ton) LME 20,450.00 –100.00 –0.49 25,450 14,545
Copper ($/ton) LME 7,560.00 60.00 0.80 8,811.00 6,335.00
Lead ($/ton) LME 1,925.00 66.00 3.55 3,875.00 1,564.00
Zinc ($/ton) LME 1,799.00 47.00 2.68 3,169.50 1,638.00
Nickel ($/ton) LME 20,550 350 1.73 34,050 17,600

Crude oil ($/bbl.) NYMEX 118.15 1.88 1.62 148.13 66.57
Heating oil ($/gal.) NYMEX 3.2815 0.0471 1.46 4.2264 1.9625
RBOB gasoline ($/gal.) NYMEX 2.9172 0.0575 2.01 3.5432 1.9800
Natural gas ($/mmBtu) NYMEX 8.608 0.221 2.64 13.800 4.605
Brent crude ($/bbl.) ICE-EU 117.59 1.58 1.36 149.60 68.44
Gas oil ($/ton) ICE-EU 1,049.00 6.00 0.58 1,354.00 686.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Aug. 27
Per In

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

Argentina peso-a 4.4506 0.2247 3.0263 0.3304

Brazil real 2.3883 0.4187 1.6240 0.6158
Canada dollar 1.5402 0.6493 1.0473 0.9548

1-mo. forward 1.5409 0.6490 1.0478 0.9544
3-mos. forward 1.5419 0.6486 1.0484 0.9538
6-mos. forward 1.5420 0.6485 1.0485 0.9537

Chile peso 763.34 0.001310 519.05 0.001927
Colombia peso 2774.53 0.0003604 1886.60 0.0005301
Ecuador US dollar-f 1.4707 0.6800 1 1
Mexico peso-a 14.9165 0.0670 10.1428 0.0986
Peru sol 4.3303 0.2309 2.9445 0.3396
Uruguay peso-e 28.457 0.0351 19.350 0.0517
U.S. dollar 1.4707 0.6800 1 1
Venezuela bolivar 3157.93 0.000317 2147.30 0.000466

ASIA-PACIFIC
Australia dollar 1.7139 0.5834 1.1654 0.8581
China yuan 10.0564 0.0994 6.8381 0.1462
Hong Kong dollar 11.4820 0.0871 7.8075 0.1281
India rupee 64.164 0.0156 43.630 0.0229
Indonesia rupiah 13471 0.0000742 9160 0.0001092
Japan yen 161.40 0.006196 109.75 0.009112

1-mo. forward 161.11 0.006207 109.55 0.009128
3-mos. forward 160.56 0.006228 109.17 0.009160
6-mos. forward 159.58 0.006267 108.51 0.009216

Malaysia ringgit-c 4.9693 0.2012 3.3790 0.2959
New Zealand dollar 2.0967 0.4769 1.4257 0.7014
Pakistan rupee 111.806 0.0089 76.025 0.0132
Philippines peso 67.363 0.0148 45.805 0.0218
Singapore dollar 2.0873 0.4791 1.4193 0.7046
South Korea won 1595.29 0.0006268 1084.75 0.0009219
Taiwan dollar 46.362 0.02157 31.525 0.03172
Thailand baht 50.090 0.01996 34.060 0.02936

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

Euro zone euro 1 1 0.6800 1.4707
1-mo. forward 1.0017 0.9983 0.6811 1.4682
3-mos. forward 1.0048 0.9953 0.6832 1.4637
6-mos. forward 1.0093 0.9908 0.6863 1.4571

Czech Rep. koruna-b 24.582 0.0407 16.715 0.0598
Denmark krone 7.4584 0.1341 5.0715 0.1972
Hungary forint 235.83 0.004240 160.36 0.006236
Malta lira 0.4308 2.3212 0.2929 3.4137
Norway krone 7.9066 0.1265 5.3763 0.1860
Poland zloty 3.3339 0.2999 2.2670 0.4411
Russia ruble-d 36.229 0.02760 24.635 0.04059
Slovak Rep. koruna 30.3013 0.03300 20.6040 0.04853
Sweden krona 9.4078 0.1063 6.3971 0.1563
Switzerland franc 1.6167 0.6185 1.0993 0.9097

1-mo. forward 1.6162 0.6187 1.0989 0.9100
3-mos. forward 1.6153 0.6191 1.0984 0.9105
6-mos. forward 1.6137 0.6197 1.0972 0.9114

Turkey lira 1.7507 0.5712 1.1905 0.8400
U.K. pound 0.8001 1.2499 0.5440 1.8382

1-mo. forward 0.8019 1.2470 0.5453 1.8339
3-mos. forward 0.8053 1.2418 0.5476 1.8263
6-mos. forward 0.8101 1.2345 0.5508 1.8155

MIDDLE EAST/AFRICA
Bahrain dinar 0.5544 1.8036 0.3770 2.6525
Egypt pound-a 7.8864 0.1268 5.3625 0.1865
Israel shekel 5.2651 0.1899 3.5802 0.2793
Jordan dinar 1.0418 0.9599 0.7084 1.4116
Kuwait dinar 0.3934 2.5418 0.2675 3.7380
Lebanon pound 2217.00 0.0004511 1507.50 0.0006634
Saudi Arabia riyal 5.5155 0.1813 3.7504 0.2666
South Africa rand 11.4131 0.0876 7.7606 0.1289
United Arab dirham 5.4018 0.1851 3.6731 0.2723
SDR -f 0.9350 1.0695 0.6358 1.5729

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

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

 11 EUROPE DJ Stoxx 600 283.25 0.51 0.18% –22.3% –22.8%

 10 DJ Stoxx 50 2868.82 7.39 0.26 –22.1% –22.0%

 10 Euro Zone DJ Euro Stoxx 312.83 0.17 0.05 –24.6% –22.7%

 10 DJ Euro Stoxx 50 3299.15 1.73 0.05 –25.0% –21.3%

 11 Austria ATX 3553.21 –5.73 –0.16% –21.3% –20.7%

 10 Belgium Bel-20 3033.67 8.53 0.28 –26.5% –28.0%

 12 Czech Republic PX 1444.0 6.4 0.45 –20.4% –18.0%

 14 Denmark OMX Copenhagen 388.34 4.31 1.12 –13.5% –16.6%

 12 Finland OMX Helsinki 8507.16 –54.43 –0.64 –26.7% –25.0%

 10 France CAC-40 4373.08 4.53 0.10 –22.1% –20.8%

 11 Germany DAX 6321.03 –19.49 –0.31 –21.6% –15.0%

 … Hungary BUX 20200.53 –82.01 –0.40 –23.0% –24.7%

 5 Ireland ISEQ 4380.20 32.93 0.76 –36.8% –47.1%

 9 Italy S&P/MIB 27958 –19 –0.07 –27.5% –29.2%

 6 Netherlands AEX 406.12 2.88 0.71 –21.3% –20.5%

 9 Norway All-Shares 486.44 7.29 1.52 –14.7% –8.1%

 17 Poland WIG 39468.17 –330.83 –0.83 –29.1% –34.2%

 11 Portugal PSI 20 8459.99 –10.63 –0.13 –35.0% –32.7%

 … Russia RTSI 1589.05 9.93 0.63% –30.6% –15.1%

 10 Spain IBEX 35 11479.6 59.7 0.52 –24.4% –19.1%

 15 Sweden OMX Stockholm 277.03 0.44 0.16 –21.3% –28.1%

 13 Switzerland SMI 7086.64 –7.08 –0.10% –16.5% –18.8%

 … Turkey ISE National 100 39576.03 –521.43 –1.30 –28.7% –17.7%

 10 U.K. FTSE 100 5528.1 57.4 1.05 –14.4% –9.9%

 13 ASIA-PACIFIC DJ Asia-Pacific 125.71 0.27 0.22 –20.5% –17.3%

 … Australia SPX/ASX 200 5011.2 3.7 0.07 –21.0% –17.9%

 … China CBN 600 18413.94 –61.96 –0.34 –55.6% –53.7%

 13 Hong Kong Hang Seng 21464.72 408.06 1.94 –22.8% –6.8%

 16 India Sensex 14296.79 –185.43 –1.28 –29.5% –4.6%

 … Japan Nikkei Stock Average 12752.96 –25.75 –0.20 –16.7% –20.4%

 … Singapore Straits Times 2705.09 –2.10 –0.08 –21.9% –17.2%

 11 South Korea Kospi 1493.92 3.67 0.25 –21.3% –18.2%

 14 AMERICAS DJ Americas 334.52 3.13 0.94 –11.3% –8.4%

 … Brazil Bovespa 55443.12 1084.42 1.99 –13.2% 5.6%

 13 Mexico IPC 26263.88 192.42 0.74 –11.1% –11.2%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of August 26, 2008

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.90% 13 ALL COUNTRY (AC) WORLD* 331.78 –0.29%–17.7% –15.7%

2.90% 14 World (Developed Markets) 1,321.83 –0.18%–16.8% –15.6%

2.70% 15 World ex-EMU 153.62 –0.13%–15.1% –14.7%

2.70% 14 World ex-UK 1,313.63 –0.04%–16.2% –14.7%

3.70% 11 EAFE 1,774.49 –0.82%–21.3% –20.3%

2.60% 13 Emerging Markets (EM) 938.50 –1.24%–24.7% –15.7%

4.20% 10 EUROPE 98.79 0.17%–22.5% –25.4%

4.30% 10 EMU 210.96 –0.40%–24.6% –19.8%

4.10% 11 Europe ex-UK 107.83 0.50%–22.7% –24.2%

5.80% 8 Europe Value 111.59 –0.01%–26.4% –31.7%

2.70% 14 Europe Growth 85.06 0.35%–18.6% –19.0%

3.40% 12 Europe Small Cap 169.88 –0.01%–21.1% –33.1%

2.20% 10 EM Europe 340.37 –2.39%–29.2% –22.4%

4.60% 9 UK 1,624.29 –0.62%–15.4% –14.7%

3.60% 12 Nordic Countries 162.54 0.48%–21.2% –25.0%

1.40% 10 Russia 1,002.27 –3.51%–33.3% –19.2%

3.10% 14 South Africa 658.36 0.38% –7.7% –5.5%

3.30% 13 AC ASIA PACIFIC EX-JAPAN 383.55 –1.05%–27.6% –20.7%

1.80% 15 Japan 775.95 –0.83%–17.5% –28.2%

2.10% 16 China 57.40 –0.03%–32.8% –17.5%

1.10% 16 India 581.09 0.04%–32.0% –7.7%

2.00% 10 Korea 409.40 –1.09%–20.8% –21.0%

5.30% 11 Taiwan 268.99 –0.93%–19.5% –24.9%

2.10% 18 US BROAD MARKET 1,400.02 0.38%–12.2% –11.5%

1.50% 34 US Small Cap 1,853.37 0.36% –6.6% –8.7%

2.40% 13 EM LATIN AMERICA 3,875.43 –0.88%–11.9% 1.9%

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

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

Mobile phones see slower growth
Second-quarter sales
rise 12% as economy,
competition take toll

By Robert Guy Matthews

And Kris Maher

With contract talks stumbling
over health-care benefits and profit-
sharing, the United Steelworkers are
threateninga strikeagainst Arcelor-
Mittal, the world’s biggest steel-
maker, by output, if the two sides
can’t agree on terms by Saturday.

The union is urging members to
vote to authorize a strike Wednesday,
saying negotiations have stalled. A
strikebyArcelorMittal’s14,000-mem-
ber work force at its U.S.-based plants
could push already high steel prices
evenhigherasbuyerscompeteforlim-
ited steel supplies.

ArcelorMittal said it was “opti-
mistic” it would reach an agreement
by Saturday. The union is chafing at
ArcelorMittal’s proposal to increase
retiree health-care contributions by
39% in the next four-year contract.
The current contract expires Sept. 1.

“The company’s current position
does not do justice to our needs and
demands and does not match the
pattern set by the U.S. Steel agree-
ment,” the union’s negotiating
panel said in an update mailed to
members Tuesday.

Earlier this month, U.S. Steel
Corp. and the union reached a tenta-
tive agreement for a lucrative con-
tract that the union at the time
called “the best labor deal we have
done in steel in 30 years.” U.S. Steel
agreed to cut health-care premiums
for retirees, according to the union.
Members are expected to ratify the
agreement soon.

The union was hoping that its
agreement with U.S. Steel would be a

template for an ArcelorMittal agree-
ment.However,ArcelorMittal’sman-
agement appears to have concluded
that the U.S. Steel contract was too
generous. The company wouldn’t
comment publicly about the specific
contract sticking points.

The battle comes at a time when
the steel industry has been enjoying
strong demand and high prices, and
labor has indicated it wants workers
to get a share of the added profits. Al-
ready, union steelworkers are bring-
ing home extra cash by working
large amounts of overtime and the
millsareusing tightsupplies aslever-
age over their customers, including
auto makers and appliance and con-
struction-equipment companies.

ArcelorMittal, based in Rotter-
dam, Netherlands, this year has insti-
tutedmultiplepriceincreasesandhas
told automobile companies, which
buy steel under long-term contracts,

that they would have to pay more de-
spite existing contract agreements.

But while ArcelorMittal’s world-
wide operations are bringing in
record profits, its U.S. operations
haven’t been as strong compared
with those outside the U.S. In 2008’s
first quarter, sales targets at some of
its U.S.-based plants weren’t met,
and the workers in those locations
didn’t get profit-sharing checks,
which has irritated union members.
The unions wanted their profit-shar-
ingto betiedto the company’s world-
wide performance, but ArcelorMit-
tal has so far resisted that move.

MAR Inc. steel analyst Michelle
Applebaum says the union is un-
likely to go on strike. “It is pretty
normal to get strike approval and
there be no strike. They have such a
good relationship with ArcelorMit-
tal and it’s hard to think that this
will go to strike,” she said.

Taylor Wimpey
swings to a loss
on write-downs

CORPORATE NEWS

By J. Lynn Lunsford

Boeing Co., in an effort to close
the gap with its largest labor union
during tense contract negotiations,
softened its stance on some key areas
and offered to boost monthly pension
payments by 11.4% and give its ma-
chinists raises totaling 9%.

Officials at Boeing’s Commercial
Airplanes unit revised their offer on
Tuesday after leaders of the Interna-
tional Association of Machinists and
Aerospace Workers warned that man-
agement’s first offer would almost
certainly result in the company’s sec-
ond strike since 2005.

The company is in the final week
of talks with the Machinists union,

which represents 26,000 workers.
Boeing hopes to make its final pro-
posal on the three-year contract as
early as Thursday, before they vote
on Sept. 3.

“Since presenting our first offer,
we’ve spent a great deal of time meet-
ing with the IAM to focus on their con-
tract priorities,” said Boeing chief ne-
gotiator Doug Kight in a letter to Boe-
ing managers. “We have made sub-
stantial movement in pay, pension
and health care. We have withdrawn
key proposals that were important to
the company but of concern to the
union.”

Boeing had sought to move away
from a traditional pension plan for
newly hired workers, replacing it

with a 401(k) type plan. In its latest of-
fer, the company removed that pro-
posal. It also struck language that
would have allowed Boeing to bring
in contract workers to maintain its
factories, as well as a proposal that
would have split off workers in the
company’s Wichita, Kan., facilities
into a separate bargaining unit.

The Machinists union said many
of Boeing’s proposals “should never
have been on the table to begin with”
because the company has posted
record profits during the previous
contract period. Despite the latest
changes, there “are still deal breakers
on the table,” the union said.
 —August Cole

contributed to this article.

By Adam Ewing

The economic slowdown is still
hurting the global handset market,
research firm Gartner Inc. said in its
quarterly report on the industry.

About 304.7 million mobile
phones were sold in the second quar-
ter—a 12% jump from a year earlier—
thanks to growing sales in emerging
markets. Still, that is a slowdown
from the second quarter of 2007,
when the number of mobile phones
sold had jumped 21% from a year ear-

lier.
Carolina Milanesi, research di-

rector for mobile devices at Gartner,
warned that greater competition
and a weakening economy are caus-
ing users to wait before buying new
phones.

For the full year, Gartner said it
expects handset sales to grow 11% to
1.28 billion phones, slowing from
last year’s 16% growth.

Sales in India, the Middle East
and Africa remained strong, said
Gartner, while Eastern Europe,
China and some Latin American
countries saw slower growth.

“The economic environment con-
tinued to negatively impact mobile-
phone sales in both mature and
emerging markets,” Ms. Milanesi
said.

Facing rising costs for fuel and
food and generally higher levels of
inflation, many consumers shied
away from replacing old handsets
or opted for midtier rather than
high-end devices, Ms. Milanesi said.

An exception to this trend were
smart phones like Apple Inc.’s
iPhone, which have wireless Inter-
net capacity. Gartner expects the
global smart-phone market to grow
52% to 190 million devices, reaching
a market share of 15% or about $65
billion.

Finland’s Nokia Corp. remained
the top-selling mobile-phone com-
pany, with sales of 120.4 million
handsets in the second quarter. It in-
creased its global market share to
39.5% from 36.7% a year earlier.

Samsung Electronics remained

in second place. The South Korean
company sold 45.7 million phones,
expanding its market share to 15.2%
from 13.3% in 2007.

Motorola Inc., on the other
hand, saw a sharp drop in its market
share, to 10% from 14.5% after sell-
ing 30.4 million handsets. The U.S.
company might have to lower its
prices since it lacks competitive fea-
tures on its devices, Ms. Milanesi
said.

South Korea’s LG Electronics
boosted its market share to 8.8%
from 6.8%, putting Sony Ericsson,
the joint venture between Japan-
based Sony Corp. and Sweden-
based Telefon AB L.M. Ericsson, in
fifth place. Sony Ericsson’s share of
the global handset market fell to
7.5% from 8.9% a year earlier.

By Anita Greil

The U.K.’s cost-effectiveness
watchdog Wednesday recommended
that an expensive new treatment for
the leading cause of blindness in eld-
erly people be paid for by the coun-
try’s national health insurance.

Britain’s National Institute for
Health and Clinical Excellence,
which is known for its tough stance
on expensive drugs, recommended
the drug be freely available to U.K.
residents, with the country’s Na-
tional Health Service paying for 14
injections of the drug in each eye.

The medicine, called Lucentis, is
sold in Europe by Switzerland-
based drug maker Novartis AG.

The U.K. agency reached a deal
with Novartis under which the com-
pany will reimburse the National
Health Service for any additional in-
jections needed.

The condition treated, wet age-re-
lated macular degeneration, is an eye
disease characterized by abnormal
blood vessels that form under the ret-
ina, the light-sensing part of the eye.
The vessels leak fluid into the eye,
damaging the macula, the central part
of the retina at the back of the eye.

“Lucentis is an expensive drug,
costing more than £10,000 ($18,386)
for each eye treated,” Andrew Dil-
lon, chief executive of the National
Institute for Health and Clinical Ex-
cellence, said in a statement. “But
that cost needs to be balanced
against the likely cost savings. It has
been estimated that the costs re-
lated to sight impairment for pa-
tients treated with Lucentis are
around £8,000 cheaper than for pa-
tients who receive best supportive
care over a 10 year period,” he said.

In the U.S., the drug is sold by its
developer, Genentech Inc., a biotech-
nology company controlled by Novar-
tis’s Swiss rival, Roche Holding AG.

Genentech has been criticized by
some for the high price it charges
for Lucentis, which is derived from
the same mouse antibody from
which a successful cancer drug,
Avastin, was developed.

Before Lucentis had won U.S. ap-
proval, some doctors had treated
the eye condition with far less expen-
sive Avastin, in what is known as off-
label use. Avastin is approved only
to treat cancer, but when used for
the eye condition it works the same
way as Lucentis. However, there is
no solid data from clinical trials on
the safety and efficacy of Avastin
when used to treat the eye disease.

Separately, Novartis said that
the U.S. Food and Drug Administra-
tion has granted priority-review sta-
tus to its drug Gleevec as the first
therapy to fight a rare stomach can-
cer from recurring after surgery.

Novartis said priority-review sta-
tus accelerates the standard review
timing to six months from 10
months. It is granted to drugs that
potentially fill an unmet medical
need. Similar regulatory submis-
sions have been filed in the Euro-
pean Union and Switzerland and
will be filed in other countries
shortly, the company said.

The submissions are based on
data from a late-stage trial that
showed an 89% reduction in risk of a
rare gastrointestinal tumor return-
ing after surgery in patients treated
with Gleevec, compared to those
who received a dummy pill.

Gleevec, which is already sold as
a treatment for blood cancer, is No-
vartis’s second-best selling product
after the heart drug Diovan.

U.K. panel backs
covering costs
of eye treatment

ArcelorMittal’s U.S. business is lagging behind its
world-wide operations, eliminating profit-sharing
checks for workers at some U.S. plants.

A WSJ NEWS ROUNDUP

Taylor Wimpey PLC swung to a
massive first-half net loss after
write-downs of £1.51 billion
($2.78 billion) to the value of its as-
sets, and it said it has yet to seal a
crucial loan deal with its banks.

The U.K. house builder posted a
net loss of £1.42 billion compared
with a net profit of £22.7 million a
year earlier, even though revenue
climbed 35% to £1.89 billion from
£1.40 billion.

The bottom line was hit by a
write-down of £690 million on the
value of its land in the U.K., North
America and Spain, a write-down of
goodwill and intangible assets of
£816 million, and £40 million in re-
structuring costs.

Taylor Wimpey is the third U.K.
house builder this month to report a
fall in first-half profit, following on
the heels of Persimmon PLC and Bo-
vis Homes Group PLC.

In July, Taylor Wimpey reported
it had failed to raise cash from share-
holders and new investors to relax
its £1.7 billion debt burden. Chief Ex-
ecutive Peter Redfern said Taylor
Wimpey hasn’t ruled out selling a
stake in the company, but that no
formal discussions are being held.
He said the lines of communication
with investors remained open and
that the company isn’t actively try-
ing to raise money.

That statement, however, wasn’t
enough to reassure investors, who
sent Taylor Wimpey’s shares down
3.75 pence (about $0.07), or 7.2%, to
close at 48.25 pence in London. The
company’s shares have lost 84% of
their value in the past year as the
fall in the U.S. housing market has
spread to Europe. Taylor Wimpey
has a market capitalization of about
£528 million.

“The current operating environ-
ment in the U.K. housing market re-
mains very challenging, and we do
not anticipate any recovery in the
short term,” Taylor Wimpey said.
The U.S. market remains weak, but
is more stable than in 2007, the
group added. It doesn’t expect any
material recovery until 2009 at the
earliest, but said it remains con-
vinced of the fundamental value of
the business over the medium and
long terms.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 16.40 $31.20 0.58 1.89%
Alcoa AA 6.00 32.08 0.47 1.49%
AmExpress AXP 7.90 38.82 0.77 2.02%
AmIntlGp AIG 34.70 20.00 0.36 1.83%
BankAm BAC 37.70 29.65 0.63 2.17%
Boeing BA 3.60 64.52 1.06 1.67%
Caterpillar CAT 2.80 69.56 0.88 1.28%
Chevron CVX 7.50 86.62 0.83 0.97%
Citigroup C 48.90 18.12 0.28 1.57%
CocaCola KO 4.20 53.79 0.27 0.50%
Disney DIS 6.60 31.76 0.05 0.16%
DuPont DD 2.60 44.34 0.45 1.03%
ExxonMobil XOM 18.60 80.47 0.52 0.65%
GenElec GE 31.60 28.22 –0.05 –0.18%
GenMotor GM 11.10 10.20 0.16 1.59%
HewlettPk HPQ 12.50 46.80 –0.06 –0.13%
HomeDpt HD 12.70 27.17 0.15 0.56%
Intel INTC 36.90 23.41 0.26 1.12%
IBM IBM 4.90 123.38 0.88 0.72%
JPMorgChas JPM 22.50 37.14 0.53 1.45%
JohnsJohns JNJ 7.70 71.21 0.50 0.71%
McDonalds MCD 4.50 62.08 –0.05 –0.08%
Merck MRK 7.30 35.73 0.31 0.88%
Microsoft MSFT 29.50 27.56 0.29 1.06%
Pfizer PFE 34.50 19.08 –0.20 –1.04%
ProctGamb PG 7.30 70.06 0.22 0.32%
3M MMM 3.10 70.72 0.00 0.00%
UnitedTech UTX 3.40 65.05 0.16 0.25%
Verizon VZ 8.80 34.71 0.47 1.37%
WalMart WMT 11.10 59.29 0.29 0.49%

Dow Jones Industrial AverageP/E: -106
LAST: 11502.51 s 89.64, or 0.79%

YEAR TO DATE: t 1,762.31, or 13.3%

OVER 52 WEEKS t 1,786.78, or 13.4%

 Note: Price-to-earnings ratios are for trailing 12 months
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Credit-default swaps: European companies
At its most basic, the pricing of credit-default swaps measures how much a buyer has to pay to purchase-and
how much a seller demands to sell-protection from default on an issuer's debt. The snapshot below gives a
sense which way the market was moving yesterday.

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

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

M real  "1,515" –10 –39 67 Suedzucker  185 8 22 35

Norske Skogindustrier "1,109" –4 –17 –52 Next  296 8 15 32

Glitnir banki hf 871 –3 83 –152 Marks & Spencer  257 8 25 47

Dexia Cr  205 –1 5 14 Thomson 589 8 27 27

Robert Bosch  66 –1 –1 ... Brit Awys  359 10 13 12

Hellenic Rep 50 –1 –1 ... Bk of Scotland  200 10 18 44

Kdom Spain 37 –1 –1 2 Alliance Boots Hldgs  658 10 10 16

Colt Telecom Group  272 –1 2 –14 TUI 502 11 13 47

StatoilHydro  38 –1 2 7 Rank Gp 577 12 10 6

Alstom 97 ... 2 4 Nielsen 640 13 21 84

Source: Markit Group

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

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

Anglo Amer U.K. General Mining $71.1 28.79 2.86% 6.2% 102.6%

HBOS U.K. Banks 28.3 2.93 2.80 –66.0 –66.2

Vodafone Grp U.K. Mobile Telecomms 151.6 1.42 2.50 –9.9 –6.6

Deutsche Telekom Germany Mobile Telecomms 71.2 11.11 2.21 –17.5 –27.9

ArcelorMittal Luxembourg Iron & Steel 111.4 52.30 2.09 12.6 ...

Daimler Germany Automobiles $56.9 40.11 –1.47% –36.6 –3.8

Tesco U.K. Food Rtlrs&Wholesalers 54.8 3.80 –1.43 –7.9 16.3

Nokia Finland Telecomms Equipment 98.2 17.57 –1.40 –24.6 38.6

UBS Switzerland Banks 60.9 22.84 –1.30 –59.0 –49.7

AXA S.A. France Full Line Insurance 62.3 20.52 –1.06 –29.1 –2.9

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

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

L.M. Ericsson Tel B 33.9 73.20 1.95% –40.7% –44.1%
Sweden (Telecomms Equipment)
BP 200.4 5.26 1.84 –3.1 –16.8
U.K. (Integrated Oil & Gas)
Royal Bk of Scot 65.8 2.22 1.84 –54.1 –52.2
U.K. (Banks)
Rio Tinto 103.3 52.43 1.81 61.1 167.6
U.K. (General Mining)
Royal Dutch Shell 124.2 23.79 1.56 –13.1 –10.0
U.K. (Integrated Oil & Gas)
Telefonica S.A. 117.2 16.70 1.46 –5.4 27.5
Spain (Fixed Line Telecomms)
Barclays 48.4 3.30 1.38 –43.5 –38.7
U.K. (Banks)
BHP Billiton 70.4 16.98 1.31 22.2 106.1
U.K. (General Mining)
Lloyds TSB Grp 30.7 2.96 1.20 –44.7 –35.2
U.K. (Banks)
ENI 129.5 21.98 1.20 –10.6 –8.4
Italy (Integrated Oil & Gas)
Total S.A. 173.1 49.02 1.04 –7.5 –6.8
France (Integrated Oil & Gas)
Soc. Generale 54.1 63.01 1.03 –42.1 –22.6
France (Banks)
Fortis 29.2 9.03 1.01 –59.5 –53.3
Netherlands (Banks)
Banco Bilbao Viz 61.9 11.23 0.99 –32.5 –16.5
Spain (Banks)
BT Grp 25.5 1.65 0.79 –46.7 –23.3
U.K. (Fixed Line Telecomms)
France Telecom 75.4 19.62 0.38 –10.2 –19.3
France (Fixed Line Telecomms)
GDF Suez 126.5 39.24 0.38 15.1 ...
France (Multiutilities)
ING Groep 68.1 20.80 0.29 –28.1 –11.7
Netherlands (Life Insurance)
Sanofi-Aventis S.A. 92.0 47.56 0.27 –18.9 –31.3
France (Pharmaceuticals)
Koninklijke Philips Elec 35.2 22.13 0.23 –21.9 3.7
Netherlands (Consumer Electronics)

HSBC Hldgs 184.7 8.37 0.18% –5.2% –6.3%
U.K. (Banks)
Novartis 145.6 60.55 0.08 –3.9 –0.4
Switzerland (Pharmaceuticals)
E.ON 116.1 39.45 –0.10 –0.3 58.3
Germany (Multiutilities)
GlaxoSmithKline 136.0 12.66 –0.16 –0.6 –5.5
U.K. (Pharmaceuticals)
Diageo 51.0 9.80 –0.20 –3.8 23.7
U.K. (Distillers & Vintners)
BNP Paribas S.A. 77.8 58.43 –0.25 –23.2 –0.1
France (Banks)
Nestle S.A. 173.4 48.50 –0.25 –5.8 37.8
Switzerland (Food Products)
Astrazeneca 70.9 26.47 –0.26 10.7 4.6
U.K. (Pharmaceuticals)
Roche Hldg Part. Cert. 117.1 183.30 –0.27 –12.0 5.8
Switzerland (Pharmaceuticals)
BASF 54.8 39.35 –0.28 –16.4 38.6
Germany (Commodity Chemicals)
SAP 69.6 37.95 –0.35 –1.5 10.3
Germany (Software)
Assicurazioni Gen 46.2 22.27 –0.36 –24.4 –3.6
Italy (Full Line Insurance)
Siemens 98.6 73.36 –0.46 –16.8 19.2
Germany (Electronic Equipment)
Deutsche Bk 44.3 56.77 –0.49 –37.0 –19.2
Germany (Banks)
Banca Intesa 59.7 3.43 –0.51 –37.8 –12.3
Italy (Banks)
Banco Santander 103.8 11.28 –0.62 –14.4 13.9
Spain (Banks)
UniCredit 69.4 3.54 –0.70 –42.9 –23.4
Italy (Banks)
Credit Suisse Grp 52.2 48.86 –0.89 –37.6 –9.6
Switzerland (Banks)
Allianz SE 72.7 109.25 –0.94 –29.3 4.2
Germany (Full Line Insurance)
Unilever 47.4 18.80 –1.00 –14.2 0.9
Netherlands (Food Products)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Convertible Arbitrage -0.72% -1.32% -3.4% -8.8% -7.7%
Merger Arbitrage 0.56% 1.16% 0.7% 1.8% 4.3%
Event Driven 0.02% -0.03% -4.6% -2.2% -0.6%
Distressed Securities -0.36% -1.36% -3.7% -7.8% -10.3%
Equity Market Neutral 0.16% -1.66% -1.6% -2.0% -0.6%
Equity Long/Short 1.07% -0.55% -3.5% -2.5% 7.5%

*Estimates as of 08/26/08, after fees; Source: www.djhedgefundindexes.com

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

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

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average
Europe: 9/1 1.00 102.72% 0.02% 1.32 0.64 0.92

Eur. High Volatility: 9/1 2.00 102.44 0.03 2.10 1.23 1.71

Europe Crossover: 9/1 5.63 103.06 0.07 5.96 4.00 5.02

Asia ex-Japan IG: 9/1 1.61 103.72 0.03 2.10 0.85 1.35

Japan: 9/1 1.42 103.54 0.02 1.61 0.65 1.11

 Note: Data as of August 26

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

In percentage points
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BLUE CHIPS & BONDS

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

Behind global deals: Bank revenues from equity capital markets

Behind every IPO, 
follow-on or 
convertible equity 
offering is one or 
more investment 
banks. At right, 
investment banks 
historical and year-
to-date revenues 
from global equity-
capital-market 
(ECM) deals

Source: Dealogic
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14th October 2008, Thomson Reuters Building, Canary Wharf, London
Join the top industry players, regulators and Shari’ah scholars to discuss the most pressing industry
topics such as:

• Improving transparency and fostering credibility by harmonising best practices
• Adopting lessons from the Western ethical “green” finance industry for

Islamic investors
• Defining the growing importance of Islamic Finance
• Attracting funds through Islamic Finance and Ethical Investment
• Financial opportunities in Muslim majority countries
• The rationale behind investing in Shari’ah compliant funds
• Reviewing Islamic Equity in Europe-Frontline report
• Global Real Estate and Infrastructure investments

Your faculty includes:
• Mr. James Mawson, Editor, Private Equity News
• Mr. Richard Bentley, Director Middle East Business, Hypo Real Estate Bank

International AG
• Mr. William Wright, Editor, Financial News
• Mr. Warren Edwardes, CEO, Delphi Risk Management
• Junaid Bhatti, Baron of Ballencrieff, CEO, Ballencrieff House
• Mr. Nik Thani, Executive Director, Islamic Finance, DIFC
• Mr. Khalid Howladar, Senior Credit Officer, Moodys
• Mufti Barkatulla, leading Shari’ah scholar, Ebrahim College, London
• Mufti Zubair Butt, leading scholar, lecturer, Institute of Islamic

Jurisprudence, Bradford
• Mr. Michael Thomas, Director General, Middle East Association
• Mr. Mohammad Amin, MA FCA CTA (Fellow), Tax Partner, PwC
• Mr. Mohammed Khan, Director Takaful, PwC
• Mr. Sham Bathija, UNCTAD Coordinator for Central Asia, UNCTAD
• Mr. Phelan Hill, Corporate Taxation Department, HM Treasury
• Professor Rodney Wilson, Director of Postgraduate Studies, Durham University

School of Government and International Affairs
• Andrew Critchlow, Managing Editor, Zawya Dow Jones News Service
• Mr. Mohammed Ali Quayyum, Director General, Institute of Islamic Banking &

Insurance, IIBI

Be where your industry will be on the 14th Oct 2008.

To register call Cordelia Ekeocha on
Tel: +44 (0) 20 7309 7705 or Email: cekeocha@efinancialnews.com

For sponsorship opportunities contact Ifeoma Bosah on
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PF (LUX)-Digital Comm-Pca OT EQ LUX 08/25 USD 105.23 –23.0 –13.9 5.5
PF (LUX)-East Eu-Pca EU EQ LUX 08/25 EUR 361.39 –29.7 –17.2 –1.7
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 08/26 USD 163.00 –29.4 –13.3 8.7
PF (LUX)-Emg Mkts-Pca GL EQ LUX 08/26 USD 539.00 –26.6 –10.5 9.1
PF (LUX)-Eu Indx-Pca EU EQ LUX 08/22 EUR 109.24 –20.0 –20.6 –5.1
PF (LUX)-EUR Bds-Pca EU BD LUX 08/25 EUR 364.10 0.8 0.1 –0.5
PF (LUX)-EUR Bds-Pdi EU BD LUX 08/25 EUR 285.93 0.8 0.1 –0.5
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 08/25 EUR 131.17 0.0 –0.5 –0.5
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 08/25 EUR 95.62 0.0 –0.5 –0.5
PF (LUX)-EUR HiYld-Pca EU BD LUX 08/25 EUR 133.03 –7.1 –6.8 –3.4
PF (LUX)-EUR HiYld-Pdi EU BD LUX 08/25 EUR 86.03 –7.1 –6.8 –3.4
PF (LUX)-EUR Liq-Pca EU MM LUX 08/25 EUR 133.30 2.6 3.9 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 08/25 EUR 99.57 2.6 3.9 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 08/25 EUR 453.21 –25.7 –27.9 –8.1
PF (LUX)-EuSust Eq-Pca EU EQ LUX 08/22 EUR 143.95 –21.8 –25.8 –9.3
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 08/22 USD 201.55 0.4 6.8 5.6
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 08/22 USD 143.71 0.4 6.8 5.6
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 08/25 USD 19.81 –18.5 –17.4 –2.8
PF (LUX)-Gr China-Pca AS EQ LUX 08/26 USD 312.38 –27.0 –13.4 18.2
PF (LUX)-Indian Eq-Pca EA EQ LUX 08/26 USD 317.36 –40.1 –9.3 12.3
PF (LUX)-Jap Index-Pca JP EQ LUX 08/26 JPY 11826.62 –16.7 –21.9 –11.2
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 08/26 JPY 11022.02 –17.7 –27.3 –15.8
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 08/26 JPY 10782.19 –18.1 –27.7 –16.3
PF (LUX)-JpEq130/30-Pca JP EQ LUX 08/26 JPY 5791.28 –16.0 –22.3 –16.1
PF (LUX)-Pacif Idx-Pca AS EQ LUX 08/26 USD 246.69 –22.7 –10.9 9.8
PF (LUX)-Piclife-Pca CH BA LUX 08/25 CHF 791.26 –6.9 –8.5 –1.8
PF (LUX)-PremBrnds-Pca OT EQ LUX 08/25 EUR 61.99 –19.4 –23.8 –4.9
PF (LUX)-Rus Eq-Pca EE EQ LUX 08/25 USD 73.28 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 08/25 USD 95.52 –14.4 –15.6 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 08/25 EUR 506.27 –18.0 –23.3 –2.8
PF (LUX)-US Eq-Ica US EQ LUX 08/25 USD 116.32 –9.6 –7.0 4.0
PF (LUX)-USA Index-Pca US EQ LUX 08/25 USD 100.92 –13.0 –13.3 0.1
PF (LUX)-USD Bds-Pca US BD LUX 08/25 USD 486.60 3.1 7.4 5.6
PF (LUX)-USD Bds-Pdi US BD LUX 08/25 USD 367.64 3.1 7.4 5.6
PF (LUX)-USD Liq-Pca US MM LUX 08/25 USD 129.46 1.9 3.4 4.1
PF (LUX)-USD Liq-Pdi US MM LUX 08/25 USD 87.27 1.9 3.4 4.1
PF (LUX)-Water-Pca GL EQ LUX 08/25 EUR 137.03 –12.3 –11.2 1.4
PF (LUX)-WldGovBds-Pca GL BD LUX 08/25 USD 151.03 2.6 8.7 6.1
PF (LUX)-WldGovBds-Pdi GL BD LUX 08/25 USD 127.81 2.6 8.7 6.1
PTF (LUX)-MidEast&NorAfr-Pca US BA LUX 08/25 USD 86.06 NS NS NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Asia Ex-Japan Fund USD AS EQ IRL 05/20 USD 1.12 –93.7 –93.8 –72.2
Global Technology OT EQ IRL 08/22 USD 12.58 –13.1 –11.8 –0.6
Japan Fund USD JP EQ IRL 08/26 USD 14.54 –13.7 –16.9 –10.4

n Hemisphere Management (Ireland) Limited
Columbus USD A GL EQ CYM 07/31 USD 97.13 –3.7 –10.0 NS
Discovery USD A OT OT CYM 07/31 USD 112.93 1.2 10.8 7.5
Elbrus USD A GL EQ CYM 07/31 USD 13.65 –16.6 –1.5 20.0
Europn Conviction USD B EU EQ CYM 07/31 USD 112.19 –1.8 5.8 5.0
Europn Forager USD B OT OT CYM 07/31 USD 192.93 –6.0 –9.3 8.2
Gl Utilities Abs Rtn USD A OT OT CYM 07/31 USD 103.31 –13.9 –8.0 0.9
Japan Abs Ret USD A AS EQ CYM 07/31 USD 141.61 –9.5 –17.9 –7.4
Latin America USD A GL EQ CYM 07/31 USD 14.18 4.0 0.2 19.3
Paragon Limited USD A EU EQ CYM 07/31 USD 306.36 11.5 20.0 22.9
UK Fund USD A OT OT CYM 07/31 USD 164.76 3.6 0.5 5.0

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 08/20 USD 104.30 NS 5.3 12.7

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 08/25 EUR 786.27 –20.1 NS NS
Core Eurozone Eq B EU EQ IRL 08/25 EUR 892.29 NS NS NS
Euro Fixed Income A EU BD IRL 08/25 EUR 1214.97 –2.7 –4.0 –2.6
Euro Fixed Income B EU BD IRL 08/25 EUR 1286.63 –2.3 –3.5 –2.0
Euro Small Cap A EU EQ IRL 08/25 EUR 1361.57 –22.7 –31.1 –11.2
Euro Small Cap B EU EQ IRL 08/25 EUR 1446.63 –22.4 –30.7 –10.7
Eurozone Agg Eq A EU EQ IRL 08/25 EUR 725.39 –24.3 –25.7 NS

Eurozone Agg Eq B EU EQ IRL 08/25 EUR 1034.23 –23.9 –25.3 –6.8
Glbl Bd (EuroHdg) A GL BD IRL 08/25 EUR 1279.83 –1.1 –0.2 0.1
Glbl Bd (EuroHdg) B GL BD IRL 08/25 EUR 1346.27 –0.7 0.4 0.7
Glbl Bd A EU BD IRL 08/25 EUR 990.93 –1.7 –4.9 –3.9
Glbl Bd B EU BD IRL 08/25 EUR 1046.57 –1.3 –4.3 –3.3
Glbl Real Estate A OT EQ IRL 08/25 USD 1072.66 –15.6 –19.5 –4.6
Glbl Real Estate B OT EQ IRL 08/25 USD 1097.03 –15.3 –19.0 –4.0
Glbl Real Estate EH-A OT EQ IRL 08/25 EUR 996.08 –15.1 –21.0 –7.2
Glbl Real Estate SH-B OT EQ IRL 08/25 GBP 94.38 –14.0 –19.4 –5.3
Glbl Strategic Yield A EU BD IRL 08/25 EUR 1455.33 –2.6 –1.1 1.3
Glbl Strategic Yield B EU BD IRL 08/25 EUR 1544.78 –2.2 –0.5 1.9
Japan Equity A JP EQ IRL 08/25 JPY 15239.00 –18.0 –24.3 –13.6
Japan Equity B JP EQ IRL 08/25 JPY 16111.00 –17.7 –23.8 –13.1
Multi St Cash Plus EH-A GL EQ IRL 08/25 EUR 1033.02 2.1 NS NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 08/25 USD 1983.01 –25.1 –14.8 6.7
PacBasn (Ex-Jap) Eq B AS EQ IRL 08/25 USD 2098.86 –24.8 –14.3 7.4
Pan European Eq A EU EQ IRL 08/25 EUR 1060.43 –22.0 –24.1 –7.7
Pan European Eq B EU EQ IRL 08/25 EUR 1122.57 –21.7 –23.6 –7.1
US Equity A US EQ IRL 08/25 USD 991.21 –14.6 –12.0 1.3
US Equity B US EQ IRL 08/25 USD 1052.80 –14.2 –11.5 1.9
US Small Cap A US EQ IRL 08/25 USD 1505.18 –12.4 –13.1 1.7
US Small Cap B US EQ IRL 08/25 USD 1599.58 –12.0 –12.6 2.4

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 08/26 SEK 87.38 –25.1 –29.7 –10.7
Choice Japan Fd JP EQ LUX 08/26 JPY 64.31 –18.7 –24.7 –16.1
Choice Jpn Chance/Risk JP EQ LUX 08/26 JPY 70.61 –21.1 –25.9 –12.2
Choice NthAmChance/Risk US EQ LUX 08/26 USD 4.72 –9.6 –3.2 3.1
Europe 2 Fd EU EQ LUX 08/26 EUR 1.09 –24.8 –26.5 –7.9
Europe 3 Fd EU EQ LUX 08/26 GBP 3.81 –19.0 –13.9 0.0
Global Chance/Risk Fd GL EQ LUX 08/25 EUR 0.67 –15.2 –20.2 –7.3
Global Fd GL EQ LUX 08/26 USD 2.48 –16.1 –14.4 –0.3
Intl Mixed Fd -C- NO BA LUX 08/26 USD 29.50 –11.4 –8.2 1.8
Intl Mixed Fd -D- NO BA LUX 08/26 USD 20.82 –11.4 –8.2 3.2
Wireless Fd OT EQ LUX 08/26 EUR 0.14 –23.8 –22.8 –3.0

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 08/26 USD 6.66 –26.8 –17.0 5.1
Currency Alpha EUR -IC- OT OT LUX 08/26 EUR 10.70 4.7 4.7 NS
Currency Alpha EUR -RC- OT OT LUX 08/26 EUR 10.65 4.3 4.2 NS
Currency Alpha SEK -ID- OT OT LUX 08/26 SEK 103.65 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 08/26 SEK 99.79 NS NS NS
Generation Fd 80 OT OT LUX 08/26 SEK 8.11 –14.3 NS NS
Nordic Focus EUR NO EQ LUX 08/26 EUR 83.09 –16.0 NS NS
Nordic Focus NOK NO EQ LUX 08/26 NOK 81.76 NS NS NS
Nordic Focus SEK NO EQ LUX 08/26 SEK 82.90 –16.7 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 08/26 USD 1.19 –26.6 –16.8 6.6
Choice North America Eq. Fd US EQ LUX 08/26 USD 2.04 –15.9 –13.8 –1.8
Ethical Global Fd GL EQ LUX 08/26 USD 0.90 –17.8 –17.4 –2.5
Ethical Sweden Fd NO EQ LUX 08/26 SEK 37.41 –16.0 –23.3 –0.7
Europe Fd EU EQ LUX 08/26 USD 2.66 –25.1 –20.9 7.4
Global Equity Fd GL EQ LUX 08/26 USD 1.58 –16.1 –14.5 0.7
Index Linked Bd Fd SEK OT BD LUX 08/26 SEK 13.04 4.4 7.1 4.2
Medical Fd OT EQ LUX 08/26 USD 3.53 –8.4 –2.6 0.2
Short Medium Bd Fd SEK NO MM LUX 08/26 SEK 9.11 2.6 3.7 3.1
Technology Fd OT EQ LUX 08/26 USD 2.45 –14.0 –6.2 4.7
World Fd GL EQ LUX 08/26 USD 2.34 –12.6 –10.5 8.2

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 08/26 EUR 1.27 1.9 2.7 2.7
Short Bond Fd SEK NO MM LUX 08/26 SEK 21.53 2.7 3.8 3.2
Short Bond Fd USD US MM LUX 08/26 USD 2.48 1.2 2.7 3.6

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 08/26 SEK 10.35 1.3 1.9 1.8
Alpha Bond Fd SEK -B- NO BD LUX 08/26 SEK 9.29 1.3 1.9 1.8
Alpha Bond Fd SEK -C- NO BD LUX 08/26 SEK 25.94 1.3 1.8 1.7
Alpha Bond Fd SEK -D- NO BD LUX 08/26 SEK 8.64 1.3 1.8 1.7
Alpha Short Bd SEK -A- NO MM LUX 08/26 SEK 10.79 2.7 3.9 3.3
Alpha Short Bd SEK -B- NO MM LUX 08/26 SEK 10.12 2.7 3.9 3.3

Alpha Short Bd SEK -C- NO MM LUX 08/26 SEK 21.13 2.7 3.8 3.2
Alpha Short Bd SEK -D- NO MM LUX 08/26 SEK 8.78 2.7 3.8 3.2
Bond Fd EUR -C- EU BD LUX 08/26 EUR 1.24 2.4 2.8 1.4
Bond Fd EUR -D- EU BD LUX 08/26 EUR 0.50 2.4 2.8 1.4
Bond Fd SEK -C- NO BD LUX 08/26 SEK 38.49 1.9 2.5 2.0
Bond Fd SEK -D- NO BD LUX 08/26 SEK 11.55 0.7 1.4 1.4
Corp. Bond Fd EUR -C- EU BD LUX 08/26 EUR 1.18 0.3 –0.4 –0.2
Corp. Bond Fd EUR -D- EU BD LUX 08/25 EUR 0.92 0.3 –0.8 –0.5
Corp. Bond Fd SEK -C- NO BD LUX 08/26 SEK 12.08 0.2 0.6 0.5
Corp. Bond Fd SEK -D- NO BD LUX 08/26 SEK 9.49 0.3 0.8 0.6
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 08/26 EUR 99.62 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 08/26 EUR 99.52 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 08/26 SEK 101.01 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 08/26 SEK 932.29 NS NS NS
Flexible Bond Fd -C- NO BD LUX 08/26 SEK 20.18 2.3 3.2 2.8
Flexible Bond Fd -D- NO BD LUX 08/26 SEK 11.42 2.3 3.2 2.8

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 08/26 SEK 98.57 –7.2 –5.0 –2.2
Global Hedge I SEK -D- OT OT LUX 08/26 SEK 90.09 –9.9 –7.7 –3.6

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 08/26 USD 2.46 –26.1 –7.0 12.1

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 08/26 SEK 23.02 –31.1 –35.0 –4.8
Europe Chance/Risk Fd EU EQ LUX 08/26 EUR 1257.12 –26.1 –27.3 –8.6

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 08/26 USD 20.25 –38.8 –26.2 17.4
Eq. Pacific A AS EQ LUX 08/26 USD 9.71 –29.9 –16.1 10.2

n SGAM Fund
Bonds CHF A CH BD LUX 08/25 CHF 26.60 2.0 2.0 0.0
Bonds ConvEurope A EU BD LUX 08/25 EUR 30.97 6.5 11.7 10.2
Bonds Eur Corp A EU BD LUX 08/25 EUR 21.69 –1.2 –2.0 –0.8
Bonds Eur Hi Yld A EU BD LUX 08/25 EUR 19.27 –9.1 –9.6 –3.9
Bonds EURO A EU BD LUX 08/25 EUR 37.53 1.6 2.2 1.0
Bonds Europe A EU BD LUX 08/25 EUR 36.24 1.3 1.6 0.6
Bonds US MtgBkSec A US BD LUX 08/25 USD 21.82 –13.5 –11.1 –3.5
Bonds US OppsCoreplus A US BD LUX 08/25 USD 31.56 0.3 4.1 4.1
Bonds World A GL BD LUX 08/25 USD 38.22 2.8 9.8 7.2
Eq. ConcentratedEuropeA EU EQ LUX 08/25 EUR 30.92 –23.4 –23.9 –9.3
Eq. Eastern Europe A EU EQ LUX 08/25 EUR 30.85 –30.0 –21.3 –2.5
Eq. Equities Global Energy OT EQ LUX 08/25 USD 23.90 –5.2 13.9 14.6
Eq. Euroland A EU EQ LUX 08/25 EUR 12.69 –26.6 –26.2 –9.1
Eq. Euroland MidCapA EU EQ LUX 08/25 EUR 23.15 –20.1 –26.6 –7.8
Eq. EurolandCyclclsA EU EQ LUX 08/25 EUR 20.40 –19.5 –15.8 0.5
Eq. EurolandFinancialA OT EQ LUX 08/25 EUR 13.31 –28.5 –31.8 –16.9
Eq. Glbl Emg Cty A GL EQ LUX 08/25 USD 9.89 –26.8 –12.1 7.3
Eq. Global A GL EQ LUX 08/25 USD 30.08 –21.4 –19.4 –5.5
Eq. Global Technol A OT EQ LUX 08/25 USD 6.14 –13.3 –17.4 –1.8
Eq. Gold Mines A OT EQ LUX 08/25 USD 23.34 –22.1 0.5 –4.1
Eq. Japan A JP EQ LUX 08/26 JPY 1050.85 –20.6 –26.8 –15.6
Eq. Japan Sm Cap A JP EQ LUX 08/26 JPY 1213.90 –28.8 –32.9 –32.2
Eq. Japan Target A JP EQ LUX 08/26 JPY 1852.50 –8.5 –16.8 –11.6
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 08/22 GBP 12.69 –25.6 –25.8 –10.9
Eq. US ConcenCore A US EQ LUX 08/25 USD 23.13 –13.8 –7.2 1.6
Eq. US Lg Cap Gr A US EQ LUX 08/25 USD 18.31 –9.0 –1.6 3.2
Eq. US Mid Cap A US EQ LUX 08/25 USD 32.33 –17.4 –8.2 6.8
Eq. US Multi Strg A US EQ LUX 08/25 USD 25.40 –11.8 –10.1 –0.8
Eq. US Rel Val A US EQ LUX 08/25 USD 24.35 –14.9 –19.9 –6.0
Eq. US Sm Cap Val A US EQ LUX 08/25 USD 22.23 –10.9 –17.1 –3.4
Eq. US Value Opp A US EQ LUX 08/25 USD 22.06 –13.5 –18.6 –7.3
Money Market EURO A EU MM LUX 08/25 EUR 26.73 2.8 4.3 3.8
Money Market USD A US MM LUX 08/25 USD 15.61 2.0 3.7 4.3

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT EQ ARE 07/31 USD 13.74 –7.0 28.7 25.6
UAE Blue Chip Fund Acc AS EQ ARE 08/14 AED 10.82 –7.1 25.8 15.5

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

Central and Eastern European EUR EE EQ EST 08/26 EEK 175.33 –34.6 –39.1 –14.8
New Europe Small Cap EUR EE EQ EST 08/26 EEK 95.39 –31.6 –36.5 –10.7
Second Wave EUR EE EQ EST 08/26 EEK 208.51 –24.1 –26.7 4.1

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 08/26 JPY 12106.00 –27.8 –35.9 –21.1
YMR-N Japan Fund JP EQ IRL 08/26 JPY 13571.00 –22.0 –31.5 –14.9
YMR-N Low Price Fund JP EQ IRL 08/26 JPY 17688.00 –22.5 –31.1 –17.3
YMR-N Small Cap Fund JP EQ IRL 08/26 JPY 8559.00 –30.9 –39.6 –24.9
Yuki Mizuho Gen Jpn III JP EQ IRL 08/26 JPY 6822.00 –26.6 –32.0 NS
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 08/26 JPY 7234.00 –25.5 –33.9 –20.5
Yuki Mizuho Jpn Exc 100 JP EQ IRL 08/26 JPY 9419.00 –24.8 –31.3 –18.4
Yuki Mizuho Jpn Gen JP EQ IRL 08/26 JPY 11516.00 –25.1 –34.9 –17.1
Yuki Mizuho Jpn Gro JP EQ IRL 08/26 JPY 8549.00 –30.7 –37.5 –21.6
Yuki Mizuho Jpn Inc JP EQ IRL 08/26 JPY 11180.00 –14.7 –25.0 –10.9
Yuki Mizuho Jpn Lg Cap AS EQ IRL 08/26 JPY 7161.00 –24.1 –30.9 NS
Yuki Mizuho Jpn LowP JP EQ IRL 08/26 JPY 14491.00 –20.0 –25.9 –16.0
Yuki Mizuho Jpn PGth JP EQ IRL 08/26 JPY 11479.00 –30.1 –34.0 –19.3
Yuki Mizuho Jpn SmCp JP EQ IRL 08/26 JPY 8526.00 –32.7 –39.0 –23.8
Yuki Mizuho Jpn Val Sel AS EQ IRL 08/26 JPY 7359.00 –21.7 –29.7 –16.3
Yuki Mizuho Jpn YoungCo AS EQ IRL 08/26 JPY 3591.00 –37.2 –49.4 –39.0

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 08/26 JPY 6625.00 –25.1 –30.7 –16.5
Yuki 77 General JP EQ IRL 08/26 JPY 8774.00 –23.6 –30.8 –15.7
Yuki 77 Growth JP EQ IRL 08/26 JPY 8834.00 –28.0 –35.2 –21.3

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 08/26 JPY 9118.00 –21.7 –32.0 –17.9
Yuki Chugoku Jpn Gro JP EQ IRL 08/26 JPY 7460.00 –26.1 –29.6 –15.7
Yuki Chugoku Jpn Inc JP EQ IRL 08/26 JPY 7551.00 –13.1 –20.5 –11.1
Yuki Chugoku JpnLowP JP EQ IRL 08/26 JPY 10493.00 –19.5 –27.3 –13.4
Yuki Chugoku JpnPurGth JP EQ IRL 08/26 JPY 6716.00 –23.3 –32.4 –17.5

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 08/26 JPY 9902.00 –23.0 –31.9 –16.9

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 08/26 JPY 6878.00 –22.0 –28.1 –14.2
Yuki Hokuyo Jpn Gro JP EQ IRL 08/26 JPY 5803.00 –27.8 –35.7 –21.1
Yuki Hokuyo Jpn Inc JP EQ IRL 08/26 JPY 7376.00 –12.5 –21.1 –12.3

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 08/26 JPY 7299.00 –24.8 –32.7 –17.1
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 08/26 JPY 6620.00 –25.8 –32.5 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 08/26 JPY 7414.00 –22.6 –34.2 –17.0

Continued from previous page

n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Fund Ltd OT OT CYM 07/31 USD 102.54 –66.0 –54.8 –8.4

788 China Smaller Cap OT OT CYM 07/31 USD 73.16 NS NS NS

788 Gl Asset Alloc. Fd OT OT CYM 07/31 USD 82.76 –42.4 –27.6 –9.0

788 Japan Fund Ltd OT OT CYM 07/31 USD 74.67 –39.7 –22.6 –14.4

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 07/31 USD 50.46 –23.4 –19.2 –3.8

n ATLANTIC INVESTMENT MANAGEMENT - NEW YORK, NEW YORK
info@atlanticinvestment.net Tel: +1 212 484 5050
AJR International A US EQ VGB 08/20 USD 1087.93 2.7 10.5 NS

AJR International B US EQ VGB 08/22 USD 182.18 2.6 7.8 NS

Cambrian Asia Ltd. AS EQ VGB 08/20 JPY 7847.00 –19.6 NS NS

Cambrian Europe Ltd. EU EQ VGB 08/20 EUR 87.02 –16.8 NS NS

Cambrian Fund Ltd. A US EQ VGB 08/20 USD 708.86 –17.8 NS NS

Cambrian Fund Ltd. B US EQ VGB 08/20 USD 172.94 –17.8 NS NS

Rodinia Fund Ltd US EQ VGB 08/20 USD 132.40 –8.2 –4.9 NS

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 07/31 USD 1585.34 –2.7 –3.7 4.3

CMA MultHdge Arbtrge OT OT CYM 06/30 USD 1912.79 –0.9 –0.5 5.2

CMA MultHdge Balncd OT OT CYM 07/31 USD 1366.39 –2.4 –1.9 4.0

CMA MultHdge Growth OT OT CYM 07/31 USD 2001.31 1.3 0.8 5.9

CMA MultiHdge Lvrgd OT OT CYM 07/31 USD 1349.88 –5.5 –9.7 4.4

n CARLO SCEVOLA & PARTNERS
Tel +44 (0) 20 7419 5671
www.rescgf.com
Resolute Capital Gth Fd OT OT VGB 07/31 USD 1212.55 7.9 15.1 10.1

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 07/31 EUR 124.32 –4.0 –2.6 5.0

D'Auriol Opp F3 EUR EU MM CYM 07/31 EUR 1283.41 –6.3 –6.7 2.3

n HARMONY CAPITAL
email: juliane@harmonycapital.co.uk Tel: + 44 207 290 6630
Harmony Cap Ltd A USD OT OT BMU 07/31 USD 2166.98 –7.2 –10.5 2.0
Harmony Cap Ltd B EUR OT OT BMU 07/31 EUR 2090.49 –6.9 –10.5 1.1
Harmony Cap Ltd D USD OT OT BMU 07/31 USD 1243.91 –7.5 –10.9 1.5
Harmony Cap Ltd E EUR OT OT BMU 07/31 USD 1204.29 –7.0 –10.9 0.7
Harmony Cap Ltd F GBP OT OT BMU 07/31 GBP 1050.88 –6.4 –9.5 NS

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 08/22 USD 1324.28 –25.6 –8.8 NS

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com
Horseman EmMkt Opp EUR GL EQ GBR 07/31 EUR 190.29 2.7 21.4 NS
Horseman EmMkt Opp USD GL EQ USA 07/31 USD 196.25 2.5 22.0 NS
Horseman EurSelLtd EUR EU EQ GBR 07/31 EUR 212.54 18.3 27.3 27.2
Horseman EurSelLtd USD EU EQ GBR 07/31 USD 221.69 18.0 27.3 28.5
Horseman Glbl Ltd EUR GL EQ CYM 07/31 USD 417.12 11.2 18.8 27.8
Horseman Glbl Ltd USD GL EQ CYM 07/31 USD 417.12 11.2 18.8 27.8

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
HSBC Absolute Companies
Euro Absolute OT OT GGY 07/31 GBP 1.55 –4.7 –5.5 3.7
Euro Absolute EUR OT OT GGY 07/31 EUR 2.17 –5.3 –6.9 1.9
Global Absolute OT OT GGY 07/31 GBP 1.10 –1.8 1.9 7.6
Global Absolute USD OT OT GGY 07/31 USD 2.04 –2.6 0.5 7.1

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 07/31 EUR 110.06 –1.7 2.2 NS
Special Opp Inst EUR OT OT CYM 07/31 EUR 103.31 –1.3 2.9 NS
Special Opp Inst USD OT OT CYM 07/31 USD 112.29 –1.7 3.2 NS
Special Opp USD OT OT CYM 07/31 USD 111.07 –2.1 2.5 NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT CYM 07/31 EUR 140.38 –0.9 2.8 10.3
GH Fund CHF Hdg OT OT JEY 07/31 CHF 120.12 –2.1 –0.2 5.9
GH Fund EUR Hdg OT OT JEY 07/31 EUR 130.55 –1.1 1.6 7.9
GH Fund EUR Hdg (Non-V II) OT OT JEY 06/30 EUR 119.89 2.4 5.5 9.5
GH Fund EUR Hdg (Non-V) OT OT JEY 07/31 EUR 130.55 –1.1 1.6 7.9
GH Fund GBP Hdg OT OT JEY 07/31 GBP 142.95 –0.1 3.5 9.8
GH Fund Inst EUR OT OT JEY 07/31 EUR 100.12 NS NS NS
GH Fund Inst JPY OT OT JEY 07/31 JPY 9863.01 –2.8 –1.3 NS
GH Fund Inst USD OT OT JEY 07/31 USD 116.22 –1.0 2.6 9.8
GH FUND S EUR OT OT CYM 06/30 EUR 140.92 3.1 6.8 10.8
GH FUND S GBP OT OT CYM 06/30 GBP 146.03 3.7 8.4 12.5
GH Fund S USD OT OT CYM 06/30 USD 160.44 2.7 7.3 12.3
GH Fund USD OT OT GGY 07/31 USD 288.05 –1.5 1.9 9.1
Hedge Investments OT OT JEY 07/31 USD 145.34 –1.0 2.4 9.2
Leverage GH USD OT OT GGY 07/31 USD 143.72 –5.8 –2.4 11.3
MultiAdv Arb CHF Hdg OT OT JEY 07/31 CHF 108.96 –4.5 –6.8 1.2
MultiAdv Arb EUR Hdg OT OT JEY 07/31 EUR 117.51 –3.4 –5.0 3.2
MultiAdv Arb GBP Hdg OT OT JEY 07/31 GBP 127.86 –2.8 –3.9 4.3
MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS

MultiAdv Arb S EUR OT OT CYM 06/30 EUR 127.47 0.1 –0.6 6.2
MultiAdv Arb S GBP OT OT CYM 06/30 GBP 146.03 9.8 10.0 12.5
MultiAdv Arb S USD OT OT CYM 06/30 USD 140.78 –0.5 –0.4 7.3
MultiAdv Arb USD OT OT GGY 07/31 USD 214.30 –4.0 –5.1 4.1

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 07/31 USD 126.58 –5.0 –2.2 4.8
Asian AdbantEdge EUR OT OT JEY 07/31 EUR 106.37 –10.4 –5.2 NS
Asian AdvantEdge OT OT JEY 07/31 USD 190.37 –10.9 –5.0 9.8
Emerg AdvantEdge OT OT JEY 07/31 USD 182.94 –11.6 –5.4 9.1
Emerg AdvantEdge EUR OT OT JEY 07/31 EUR 105.92 –11.2 –6.2 NS
Europ AdvantEdge EUR OT OT JEY 07/31 EUR 135.04 –5.3 –6.5 3.2
Europ AdvantEdge USD OT OT JEY 07/31 USD 140.49 –6.0 –6.7 4.0
Japan AdvantEdge JPY OT OT JEY 07/31 JPY 8718.12 –7.1 –7.4 –7.7
Japan AdvantEdge USD OT OT JEY 07/31 USD 100.87 –6.1 –4.5 –3.8
Lvgd Alpha AdvantEdge OT OT JEY 07/31 USD 127.47 –12.2 –9.1 3.4
Trading AdvantEdge OT OT GGY 07/31 USD 145.19 7.9 18.7 19.1
Trading AdvantEdge EUR OT OT GGY 07/31 EUR 131.69 7.9 17.5 17.4
Trading AdvantEdge GBP OT OT GGY 07/31 GBP 137.85 9.5 20.2 19.7
US AdvantEdge OT OT JEY 07/31 USD 125.46 –0.8 3.2 6.4

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 08/21 EUR 254.47 0.1 1.1 3.9

Integrated Cash Dyn EUR OT OT CYM 07/31 EUR 100.83 0.0 0.8 3.0
Integrated Dir Trading EUR OT OT CYM 07/31 EUR 108.70 6.1 15.7 9.7
Integrated Emg Markets EUR OT OT CYM 07/31 EUR 93.33 –11.2 –9.2 1.7
Integrated European EUR OT OT CYM 07/31 EUR 156.00 5.0 1.4 5.6
Integrated Event Driven EUR OT OT CYM 07/31 EUR 102.10 –4.8 –3.7 6.5
Integrated Lg/Sh Sel F EUR OT OT CYM 07/31 EUR 96.57 –3.4 –2.6 6.7
Integrated Lg/ShEqA EUR OT OT IRL 07/31 EUR 109.11 –7.3 –5.7 2.9
Integrated MultSt B EUR OT OT VGB 07/31 EUR 136.37 –2.3 0.2 4.8
Integrated Relative Value EUR OT OT CYM 07/31 EUR 99.31 –1.1 –0.6 4.1

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
KBL SPOP Investing OT OT LUX 07/31 EUR 2113.30 –4.1 –1.5 6.9
KBL SPOP Investing OT OT LUX 07/31 USD 2037.11 –4.5 –1.4 8.0
KBL SPOP Long/Short Eq OT OT LUX 07/31 USD 566.47 –14.5 –7.1 NS
KBL SPOP Long/Short Eq OT OT LUX 07/31 EUR 561.58 –13.7 –6.8 NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 08/08 USD 606.57 –27.1 –17.5 –14.4
Antanta MidCap Fund EE EQ AND 08/08 USD 1307.42 –27.8 –12.9 8.5
Meriden Opps Fund GL OT AND 08/20 EUR 104.38 –6.9 NS NS
Meriden Protective Div GL EQ AND 08/25 EUR 79.46 –2.0 NS NS

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 06/30 USD 1481.20 –0.2 3.4 9.2

n PRIMASIA PACIFIC ASSET MANAGEMENT LTD. TEL: +852 2523 8221
www.primasia.com www.primasiahedgefund.com
Primasia Hedge Fund GL OT BMU 08/19 USD 20.75 19.7 NS NS

n RAINBOW ADVISORY SERVICES LTD. TEL: +242 322 5444
info@rainbowadvisors.com
Rainbow Glb Hi Yld GL BD BHS 07/31 USD 3587.29 –11.9 –7.2 –3.7
Star Fund Ltd Inv GL BD BHS 07/31 USD 2492.23 –6.1 8.7 1.8

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 08/19 USD 51.18 7.5 26.7 18.3
Superfund GCT USD* GL EQ LUX 08/19 USD 2669.00 10.0 25.7 13.4
Superfund Gold A (SPC) GL OT CYM 08/19 USD 844.93 –3.9 29.7 17.1
Superfund Gold B (SPC) GL OT CYM 08/19 USD 867.76 –7.3 31.3 19.9
Superfund Q-AG* OT OT AUT 08/19 EUR 7006.00 8.4 19.3 13.1

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 07/31 USD 173.25 5.1 10.3 13.2

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 07/31 EUR 1333.17 6.6 16.7 14.2
Winton Evolution GBP GL OT VGB 07/31 GBP 1309.18 7.3 18.4 15.7
Winton Evolution JPY GL OT VGB 07/31 JPY 119008.01 3.6 12.5 10.3
Winton Evolution USD GL OT CYM 07/31 USD 1303.00 6.2 16.9 15.2
Winton Futures EUR GL OT VGB 07/31 EUR 191.42 12.8 25.1 20.2
Winton Futures GBP GL OT VGB 07/31 GBP 205.24 13.9 27.3 21.8
Winton Futures JPY Lead Series 2 GL OT VGB 07/31 JPY 14080.48 11.9 22.9 18.0
Winton Futures USD GL OT VGB 07/31 USD 682.95 12.7 25.8 21.3

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 08/22 EUR 151.94 7.3 19.4 6.2
Zulauf Europe Fd LP OT OT CYM 03/31 USD 173.04 1.2 12.5 6.3
Zulauf Europe Fd USD OT OT CYM 08/22 USD 320.81 7.0 21.3 8.0

NAV % RETURN
FUND NAME GF DATE CR NAV 1-WK 1-MO 1-Q 1-YR 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

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

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 07/31 USD 1546.83 NS –3.3 –0.6 0.2 6.2

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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MGM Studios staring at UA’s pot of gold
CEO’s departure
might block access
to $500 million line

By Peter Sanders

And Lauren A.E. Schuker

Who is is calling the shots at
United Artists? That is the $500 mil-
lion question for MGM Studios.

MGM owns two-thirds of the his-
toric UA movie label, which holds ac-
cess to a coveted $500 million in fi-
nancing raised by Merrill Lynch &
Co., but now administered by J.P.
Morgan Chase & Co. That is money
that MGM Studios could use to help
dig itself out of its current financial
struggles. But the departure of UA
Chief Executive Paula Wagner ear-

lier this month raised questions
about whether MGM can still use
the cash, which Ms. Wagner and
partner Tom Cruise helped raise
with MGM last year.

MGM is facing a tough moment.
It had a net loss of $400 million in
its last fiscal year, which ended in
March. That loss includes $300 mil-
lion in annual interest on its debt.
Its library, however, generated $558
million in net cash in the past fiscal
year.

Looking ahead, MGM is facing a
$3.7 billion loan repayment due in
March 2012, and studio officials say
they hired investment bank Gold-
man Sachs Group Inc. earlier this
year to explore long-term options
to help the studio raise capital. An
MGM spokesman on Monday de-
nied the studio was for sale.

The departure of Ms. Wagner

from UA raised the possibility that
MGM might try to tap into the fund
by essentially merging the two stu-
dios.

Officials at MGM say the two stu-
dios remain separate entities with
no plans to merge.

People familiar with the situa-

tion say that UA isn’t seeking a suc-
cessor for Ms. Wagner, who, as CEO
of the studio, had the power to ap-
prove film projects. Now, Mr. Cruise

has sole power to make certain
United Artists movies like those
budgeted under $60 million. For
most films, however, including
those costing more than $60 mil-
lion, MGM officials also have green-
light power. Mr. Cruise doesn’t
seem eager to run the studio as an
executive, focusing instead on re-
building his reputation in Holly-
wood as a top actor. Mr. Cruise de-
clined to comment.

In recent months, MGM, which
relies almost entirely on its exten-
sive film library to generate reve-
nue, has made a series of high-pro-
file and expensive executive hires
to bolster its moribund film studio.
Mary Parent, a longtime indepen-
dent producer and former senior
production executive at General
Electric Co.’s Universal Pictures,
came aboard in March and has

moved quickly to acquire material
for feature films to be produced by
MGM.

The studio hopes to release as
many as eight to 12 of its own mov-
ies in 2010. But the company has yet
to line up outside financing to fund
all of those proposed pictures,
though officials say they continue
to work closely with more than half
a dozen banks in an attempt to close
a new fund.

It is also likely that Ms. Parent
will play an expanded role with UA’s
film projects. Though MGM execu-
tives worked closely with its subsid-
iary studio on its first two films, Ms.
Wagner’s vacancy could open the
door for Ms. Parent to take a larger
role spearheading projects at UA.

That means that MGM officials
through Ms. Parent will potentially
have more direct influence over
how that money is spent. Ms. Parent
wasn’t available to comment.

That is why UA’s $500 million
credit could play such a crucial role.
So far, UA has used all of its $75 mil-
lion in equity and about half of a $75
million mezzanine-debt structure,
while an additional $250 million in
a revolving-credit facility hasn’t yet
been tapped, according to a person

familiar with the situation. The re-
maining $100 million comes into
play if the studio’s movies hit cer-
tain performance benchmarks and
banks agree to provide new loans.

The funding arrangement re-
quires UA to have four films under
its belt by spring of 2010, according
to the person familiar with the de-
tails. That requirement puts pres-
sure on the remaining executives at
UA to aggressively develop a big
slate, something that some thought
Ms. Wagner didn’t do quickly
enough, according to sources famil-
iar with the situation.

Ms. Wagner declined to com-
ment.

So far, UA has tried to fulfill the
fund’s requirements by releasing its
first film, last fall’s flop “Lions for
Lambs” that starred Mr. Cruise, and
“Valkyrie,” another film starring
Mr. Cruise that is slated for a late De-
cember release.

Though UA hasn’t given the
green light to any additional films,
people at the studio say a number
of projects are being actively devel-
oped, including a Guillermo del
Toro adaptation of the British tele-
vision series “The Champions,” an
“ET” inspired film about a boy on
Mars called “Out of This World,”
and “HeartBreakers,” about the
rules of dating for teenage girls.

People at UA say a
number of projects
are being actively
developed.

Tom Cruise as Nazi Col. Claus von
Stauffenberg in ‘Valkyrie.’
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Andfs. Plus Dollars US BA AND 08/25 USD 9.98 –6.8 –5.1 –0.1
Andfs. RF Dolars US BD AND 08/25 USD 11.30 –0.2 1.0 1.7
Andfs. RF Euros EU BD AND 08/25 EUR 10.58 –4.2 –5.4 –2.8
Andorfons EU BD AND 08/25 EUR 14.23 –6.9 –8.9 –4.8
Andorfons Alternative Premium OT OT AND 06/30 EUR 114.63 –1.2 –0.8 3.2
Andorfons Mix 30 EU BA AND 08/25 EUR 10.45 –9.9 –9.8 –3.5
Andorfons Mix 60 EU BA AND 08/25 EUR 11.15 –15.4 –13.7 –4.2

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 08/14 USD 216242.47 –17.1 –16.4 3.3

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P EU BA LUX 08/26 EUR 10.34 1.6 1.9 3.5
DJE-Absolut P GL EQ LUX 08/26 EUR 210.26 –16.7 –10.5 0.9
DJE-Alpha Glbl P EU BA LUX 08/26 EUR 178.52 –12.7 –7.4 2.3
DJE-Div& Substanz P GL EQ LUX 08/26 EUR 208.26 –12.6 –10.4 3.2
DJE-Gold&Resourc P OT EQ LUX 08/26 EUR 157.67 –15.9 –0.3 –3.5
DJE-Renten Glbl P EU BD LUX 08/26 EUR 121.16 –0.7 –0.2 1.2
LuxPro-Dragon I AS EQ LUX 08/26 EUR 126.17 –30.3 –20.8 NS
LuxPro-Dragon P AS EQ LUX 08/26 EUR 123.65 –31.6 –22.4 NS
LuxTopic-Aktien Europa EU EQ LUX 08/26 EUR 16.46 –14.6 –9.4 2.0
LuxTopic-Pacific AS EQ LUX 08/26 EUR 16.32 –24.0 –19.4 3.3

n EAST CAPITAL

n WEBSITE: www.eastcapital.com
Ph: +46 (0) 8 505 88 505, Fax: +46 (0)8 505 88 508
(Lux) E Eur ConvgnceEUR EE EQ LUX 08/26 EUR 79.07 –27.9 –27.6 NS
(Lux) E Eur ConvgnceUSD EE EQ LUX 08/26 USD 88.86 –28.1 –22.2 NS

(Lux) Russian EUR EE EQ LUX 08/26 EUR 79.32 –30.3 –22.8 NS
(Lux) Russian USD EE EQ LUX 08/26 USD 89.07 –30.5 –17.1 NS
Balkan Fund EE EQ SWE 08/26 SEK 21.81 –34.6 –32.2 4.1
Baltic Fund EE EQ SWE 08/26 SEK 62.39 –15.3 –22.2 3.1
Eastern European Fund EU EQ SWE 08/26 SEK 39.88 –27.2 –21.3 2.4
Russian Fund EE EQ SWE 08/26 SEK 1229.89 –29.6 –22.3 0.4
Turkish Fund EE EQ SWE 08/26 SEK 7.82 –31.8 –17.7 3.9

n HERITAGE FUND MANAGEMENT
info@heritagefunds.ch www.heritagefunds.ch
HF-China Abs Ret OT OT CHE 08/07 CHF 84.56 –44.0 –37.9 NS
HF-World Bds Abs Ret OT OT CHE 08/07 USD 83.88 –8.1 0.7 1.3

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 07/31 USD 58.23 –9.5 14.7 34.7
EFG-Hermes MEDA* GL EQ BMU 07/31 USD 38.18 5.5 30.3 33.8
EFG-Hermes Telecom OT EQ BMU 07/31 USD 32.85 –14.2 –5.1 18.4

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 08/22 USD 307.13 –1.5 5.4 4.6

Sel Emerg Mkt Equity GL EQ GGY 08/22 USD 214.51 –20.7 –5.8 9.7
Sel Euro Equity EUR US EQ GGY 08/22 EUR 113.37 –22.4 –24.8 –7.6
Sel European Equity EU EQ GGY 08/22 USD 223.11 –21.4 –17.5 –0.7
Sel Glob Equity GL EQ GGY 08/22 USD 223.05 –18.3 –17.1 –3.0
Sel Glob Fxd Inc GL BD GGY 08/22 USD 142.33 –3.0 0.8 1.2
Sel Pacific Equity AS EQ GGY 08/22 USD 138.76 –21.3 –7.4 8.6
Sel US Equity US EQ GGY 08/22 USD 149.56 –12.4 –11.5 –0.3
Sel US Sm Cap Eq US EQ GGY 08/22 USD 208.72 –9.7 –14.9 –1.8

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 08/25 EUR 331.77 –8.0 –7.7 –2.9
DSF 50/50 EU BA LUX 08/25 EUR 261.72 –11.8 –12.0 –4.3
DSF 75/25 EU BA LUX 08/25 EUR 211.21 –15.9 –16.5 –6.5
KBC Eq (L) Europe EU EQ LUX 08/25 EUR 595.23 –21.7 –23.4 –8.5
KBC Eq (L) Japan JP EQ LUX 08/25 JPY 23925.00 –19.0 –24.7 –14.6
KBC Eq (L) NthAmer EUR US EQ LUX 08/25 EUR 674.78 –12.4 –11.9 –0.9
KBC Eq (L) NthAmer USD US EQ LUX 08/25 USD 954.91 –12.4 –11.1 0.9
KBL Key America EUR US EQ LUX 08/22 EUR 492.44 –15.8 –10.9 NS
KBL Key America USD US EQ LUX 08/22 USD 506.40 –16.1 –10.4 NS
KBL Key East Europe EU EQ LUX 08/22 EUR 2586.05 –23.8 –14.1 0.8
KBL Key Eur Sm Cie EU EQ LUX 08/22 EUR 1068.91 –22.0 –27.0 –6.7
KBL Key Europe EU EQ LUX 08/22 EUR 697.11 –21.1 –22.2 –6.9
KBL Key Far East AS EQ LUX 08/22 USD 1321.31 –30.8 –21.8 2.4
KBL Key Major Em Mkts GL EQ LUX 08/22 USD 670.84 –27.8 –5.7 13.8
KBL Key NaturalRes EUR OT EQ LUX 08/22 EUR 538.30 –13.4 –2.2 NS
KBL Key NaturalRes USD OT EQ LUX 08/22 USD 606.63 –12.2 7.2 NS

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 08/21 USD 55.62 –25.7 –1.9 5.3
LG Asian Plus AS EQ CYM 08/21 USD 57.04 –33.2 –9.2 6.4
LG Asian SmallerCo's AS EQ BMU 08/25 USD 88.52 –44.3 –41.2 –10.7
LG India EA EQ MUS 08/21 USD 54.52 –41.6 –14.2 8.7
Siberian Investment Co EE EQ IRL 08/11 USD 47.91 –45.6 –41.8 –9.6

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 08/25 EUR 46.93 –35.8 –48.1 –0.2
MP-TURKEY.SI OT OT SVN 08/25 EUR 38.25 –25.0 –17.1 2.5

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq GL EQ LVA 08/25 EUR 7.29 –18.8 –20.3 NS
Parex Eastern Europ Bd EU BD LVA 08/25 USD 14.08 3.0 5.5 5.8
Parex Russian Eq EE EQ LVA 08/25 USD 24.02 –24.4 –2.6 11.2
Parex Ukrainian Eq EU EQ LVA 08/25 EUR 7.08 –31.0 NS NS

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 08/26 USD 167.59 –29.0 –18.2 8.4
PF (LUX)-Asian Eq-Pca AS EQ LUX 08/26 USD 161.33 –29.5 –19.0 7.5
PF (LUX)-Biotech-Pca OT EQ LUX 08/25 USD 367.55 10.5 16.8 22.7
PF (LUX)-CHF Liq-Pca CH MM LUX 08/25 CHF 123.73 1.4 2.2 2.0
PF (LUX)-CHF Liq-Pdi CH MM LUX 08/25 CHF 95.51 1.4 2.2 2.0
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 08/25 EUR 169.89 –23.6 –25.0 –5.4
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Ping An maintains
cautious Fortis bet
China-based insurer to keep

stake at 5%, but won’t lift it

as finance firm’s stock drops

Read continuous updates on the
high-stakes world of deal
making, Deal Journal, free
online at blogs.wsj.com/deals

China’s Ping An Insurance is
seeing the last bet on its West-

ern banking investment, but ap-
parently isn’t interested in raising
it.

Ping An, China’s second-larg-
est insurer by premiums, told said
it bought an unspecified number
of shares from Fortis, paying Œ10
($14.65) a share, in order to keep
its stake in the Dutch-Belgian fi-
nance company even at about 5%.
Earlier, a spokesman for Ping An
said the cost of maintaining its
stake and remaining Fortis’s larg-
est investor would amount to Œ75
million, or about $110 million.

However, Ping An’s president,
Louis Cheung, recently said the in-
surer wouldn’t raise the stake any
higher, abandoning its original
plan to nudge it up to 7%.

You can’t blame him. Fortis
shares are down by more than
half from last October, when Ping

An first bought 4.18% of the com-
pany for Œ1.81 billion, or about
$2.65 billion at today’s exchange
rates. Like plenty of other banks,
Fortis has been stung by the
credit crunch. But many investors
are more upset by its Œ24 billion
deal last year to buy a chunk of
ABN Amro’s operations, which to-
day looks like a pricey blunder.
The June announcement that For-
tis would raise Œ8 billion by issu-
ing new equity, disposing of non-
core assets and scrapping its divi-
dend didn’t help either.

Yet even after Ping An’s initial
bet on Fortis started to sour, it
was willing to come back to the ta-
ble and plunk down an additional
Œ2.15 billion for half of Fortis’s as-
set-management arm in March.

Somebody clearly thinks Ping
An can get something out of this
mess—if not a quick return on its
investment, maybe some insight
into asset management and pri-
vate banking. Those are two areas
where Fortis has some expertise,
and Ping An some ambitions.
 —Peter Stein

By Alison Tudor

TOKYO—Aozora Bank Ltd. has
hired veteran distressed-debt special-
ist Brian Prince to help it find bar-
gains in the global credit crunch and
step up its push into specialized loan
products, according to people famil-
iar with the matter.

Mr. Prince will join Aozora, whose
biggest shareholder is U.S. invest-
ment firm Cerberus Capital Manage-
ment L.P., as a special adviser to the
board starting Sept. 1, the people
said. They said he is expected to be-
come chief operating officer shortly,
in the top echelon of the bank along-
side Chief Executive Federico Sacasa.

Mr. Prince, 44 years old, last
worked in Tokyo between 1997 and
2003, when the local industry was
in crisis. Banks held more than
$1 trillion in bad loans, and Western
investment bankers made fortunes
turning around nonperforming
loans all over Japan.

While most Japanese companies
have now paid down their debt after
several years of carefully hoarding
cash, corporate earnings have
started to deteriorate as the world’s
second-largest economy flirts with
recession. Bankruptcies have started
to creep higher again in certain sec-
tors, such as construction and real es-
tate. Monthly bankruptcies hit a four-
year high in Japan during July, and
credit costs jumped at Japanese
banks for the April-June quarter.

Aozora’s board is keen to see the

bank learn from the mistakes made
during the last banking crisis in Ja-
pan, when lenders were slow to
write down debt and seize on oppor-
tunities, and act quickly in the cur-
rent credit crunch, the people close
to the situation said.

The strategy is not without its
dangers. Aozora recently slashed its
profit forecast by 40% for the year
ending March 31, 2009, citing a hefty
markdown in the value of its stake in
GMAC LLC, the unprofitable finance
arm of General Motors Corp. in which
it invested alongside Cerberus.

Cerberus counts Aozora as its
largest investment in Japan and one
of its biggest globally. In April, Cer-
berus raised its stake in the midsize
lender to nearly 46% from 37.5%. Ao-
zora has been widely seen as a test
case of foreigners’ ability to invest
successfully in Japanese banks.

Mr. Prince, who has a reputation
of acting decisively, last held a post in
Tokyo as co-head of institutional
banking at Shinsei Bank Ltd., the first
Japanese bank to be acquired by for-

eigners, after its predecessor, Long
Term Credit Bank, collapsed under a
mountain of bad debt in 1998. During
his tenure at Shinsei, Mr. Prince was
in charge of aggressively writing off
bad loans and working with strug-
gling borrowers.

Mr. Prince, who grew up in up-
state New York, worked at Lehman
Brothers for seven years before join-
ing Shinsei, acting most recently as
its Asian head of principal transac-
tions, which included working on as-
set-backed securities.

Aozora executives say they be-
lieve the bank is well-placed to bene-
fit from the credit-market turmoil
given that its capital adequacy ratio
was a healthy 14% as of June 30. Ao-
zora has also been honing its skills
in specialized lending areas such as
real-estate nonrecourse lending, le-
veraged loans and, more recently,
project finance.

The appointment of Mr. Prince is
part of a broader management
shake-up. The bank is bringing on
board Kunimi Tokuoka, who joins
Sept. 1 from another Japanese bank,
Mizuho Securities Co., as senior man-
aging executive in charge of liability
management, people familiar with
the situation said. And Jonathan
Fiorello is joining as the head of the
global investment group from Gold-
man Sachs Group Inc., where he has
worked in speciality finance, accord-
ing to people with knowledge of the
hire. Aozora appointed a new chief fi-
nancial officer, Richard Layton, in
May. The bank also is believed to be
looking for a chairman to succeed
Kimikazu Noumi, who left abruptly
in May.

Management hopes the latest in-
flux of talent will ease concerns
about Aozora’s business strategy and
bolster its share price, which is lan-
guishing near all-time lows.
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Aozora scouts cheap debt
Bank, eager to learn
from past mistakes,
hires a specialist

By Aries Poon

And David Winning

HONG KONG—Cnooc Ltd., Chi-
na’s largest listed offshore oil-and-
gas producer by capacity, said its
first-half net profit rose 89% from a
year earlier, as higher output and oil
prices helped offset an increase in
windfall tax on oil sales.

Net profit for the six months
ended June 30 totaled 27.54 billion
yuan ($4.02 billion), up from 14.55 bil-
lion yuan. Revenue rose 64% to 69.06
billion yuan from 42.22 billion yuan.

Cnooc said its crude-oil and gas
output in the first half rose 8.3% to
92.4 million barrels of oil equiva-
lent. The average selling price of its
crude oil rose 74% to $102.49 a bar-
rel, reflecting the strength of the glo-
bal oil market, driven by factors in-
cluding the weak U.S. dollar and geo-

political concerns.
However, these gains were re-

duced by a quadrupling in the
amount Cnooc paid the government
in windfall taxes to 9.75 billion yuan.
The tax, which kicks in at $40 a bar-
rel, is calculated each month and
paid per quarter.

Cnooc Chairman and Chief Execu-
tive Fu Chengyu said the company’s
all-in cost rose 10% in the first half
compared with a year earlier, which
he described as a “commendable
achievement” given global inflation.

But he added: “In view of spiral-
ing costs within the industry and
prevailing global inflation, the com-
pany is expected to face mounting
pressure from cost increases over
the next few years.”

Cnooc said earlier this year it
aims to produce 195 million to 199 mil-
lion barrels of oil equivalent this year.
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chairman warns of higher costs
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By Aries Poon

And David Winning

HONG KONG—PetroChina Co.,
China’s biggest listed integrated oil
firm by capacity, said Wednesday
its first-half net profit fell 34% on
losses at its refineries and higher
windfall taxes on oil sales.

The company also said it will pay
US$972.5 million to buy a 51.89%
stake in CNPC (Hong Kong) Ltd.
from its parent company, China Na-
tional Petroleum Corp., but didn’t

provide a time frame.
PetroChina’s net profit totaled

53.62 billion yuan ($7.83 billion),
down from 81.83 billion yuan a year
earlier. Revenue rose 40% to 549.52
billion yuan from 392.73 billion
yuan.

The company said its refineries
posted an operating loss of 59.02 bil-
lion yuan in the first half, due to
high oil costs and China’s tight con-
trol over fuel prices. Its refineries
posted an operating profit of 3.9 bil-
lion yuan in the first half of last year.

PetroChina sees drop in profit
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Chrysler to explore options
for Dodge Viper amid shift

U.S. auto makers mull loan push

General Motors agrees
to build engines in India
Pact comes a week
before firm launches
new car plant there

By Mike Barris

Chrysler LLC will explore op-
tions for the Dodge Viper hot rod as
the auto maker focuses on core busi-
ness and struggles to overcome its
dependence on gas-guzzling trucks
and sport-utility vehicles.

Chairman and Chief Executive
Bob Nardelli said third parties ap-
proached Chrysler, taken private
last summer by Cerberus Capital
Management LP, about “exploring
future possibilities” for the vehicle,
which is hand-built in a low-volume
modular process in Detroit. The Vi-
per was introduced as a concept ve-
hicle in 1989. It was first available as
a production vehicle in the 1992
model year and Chrysler celebrated
the building of its 25,000th Viper in
March.

The Viper announcement comes
about a week after Chrysler said
Ralph V. Gilles would succeed
Trevor M. Creed as vice president of
design, effective Sept. 1. Mr. Creed,
who is retiring after 23 years at the
company, helped design the Viper.

Calling the Viper “an integral
part of this company’s heritage,”
Mr. Nardelli promised to offer
“strong operational and financial
support during any potential trans-
action, in order to ensure a future
for the Viper business and perpetu-
ate the legacy of this great vehicle.”

Lazard Ltd. will assist in the re-
view, Chrysler said, adding that
there is no timetable for action.

Chrysler plans to concentrate on
strengthening Dodge’s core portfo-
lio. For model year 2009, the brand
will introduce four vehicles.

Antofagasta PLC

London-listed Chilean copper
miner Antofagasta PLC posted an
8.8% rise in first-half net profit as
stronger production and metal prices
offset rising costs. Net increased to
$792.8 million from $728.4 million a
year earlier, while revenue rose 24%
to $2.41 billion from $1.94 billion. The
price of copper has climbed 14% this
year on the London Metal Exchange.
Last month, Antofagasta reported
that first-half copper production rose
10% to 233,600 metric tons but that
cash costs had more than doubled to
72.2 cents per pound of produced cop-
per. Antofagasta owns and operates
three copper mines in Chile and has
exploration ventures in Ecuador, Co-
lombia and Pakistan.

CORPORATE NEWS GLOBAL BUSINESS BRIEFS

Autogrill SpA

Italy-based Autogrill SpA, which
operates highway and airport res-
taurants as well as duty-free shops,
said first-half net profit dropped
32%, weighed down by costs tied to
recent acquisitions. Net profit fell
to Œ33.9 million ($49.6 million) in
the first six months of the year from
Œ49.7 million a year earlier. Sales,
however, were boosted by the inte-
gration of recent purchases, rising
25% to Œ2.54 billion. Acquisitions of
U.K.-based World Duty Free and
Spain-based Aldeasa have been con-
solidated from May and April, re-
spectively. The company confirmed
its full-year targets, but warned
that the current international eco-
nomic situation is highly unstable.
The company cited oil prices, food-
price inflation and traffic trends as
risk factors.

—Compiled from staff
and wire service reports.

Cell Genesys Inc.

Cell Genesys Inc. ended late-
stage clinical trials of its prostate-
cancer treatment after seeing in-
creased death rates compared to an-
other regimen. The news sank Cell
Genesys shares, which plunged 72%
to 79 cents in Wednesday trading.
Cell Genesys’ GVAX immunotherapy
was in the second of two Phase III tri-
als. In the trial, GVAX combined
with cancer drug Taxotere was com-
pared with a combined treatment of
Taxotere and prednisone. Of the
408 enrolled patients with ad-
vanced prostate cancer, 67 on GVAX-
Taxotere died compared to 47 on
the prednisone-Taxotere plan. Taxo-
tere is made by Sanofi-Aventis.

CEZ AS

Czech power utility CEZ AS said
it will invest Œ1.1 billion ($1.6 bil-
lion) in a wind farm in Romania,
which is due to become the largest
wind-farm project in Europe. The
wind farm, which CEZ bought from
Continental Wind Partners LLC,
will have an installed capacity of
600 megawatts—more than three
times the installed capacity of the
currently largest wind-power-gen-
eration project in Spain’s Guadala-
jara. Located 17 kilometers from
the Black Sea coast, north of the
port of Constanta, the wind farm is
scheduled to go online in 2010. CEZ
already operates power-distribu-
tion networks in Romania and is ac-
tive in electricity generation across
Central and Eastern Europe. The
project will be one of the largest
new foreign investments in Roma-
nia, which grapples with poor infra-
structure and corruption charges.
In the first half of the year, Romania
attracted Œ4.8 billion in foreign di-
rect investment.

E.On AG

Germany-based utility E.On AG
said it plans to cut as many as 1,800
jobs in the coming years as it stream-
lines its service operations in its
home market. The company’s E.On
Energie unit said in a statement that
it hopes to improve its competitive-
ness with the program, adding that
it plans to achieve the job reductions
without layoffs. The company said it
plans to shut about 40 of its 60 ser-
vice locations in Germany by
2012—in many cases, small opera-
tions with fewer than 10 employees.
At present, its sales operation em-
ploys about 15,000 people.

Esprit Holdings Ltd.

Esprit Holdings Ltd. said fiscal-
year net profit rose 25%, led by
strong retail and wholesale sales in
Europe. The Hong Kong-listed glo-
bal fashion retailer said net in the 12
months ended June 30 rose to 6.45
billion Hong Kong dollars (US$826
million) from HK$5.18 billion. Reve-
nue rose 26% to HK$37.23 billion. Es-
prit plans to expand its global retail
network by investing HK$1 billion
to open over 130 stores in the year
to June 30, 2009. It said it also plans
to invest HK$300 million to up-
grade existing stores. At June 30, Es-
prit operated 690 directly managed
stores world-wide. Asian-Pacific
sales rose 21% to HK$4.07 billion,
and sales in North America and
other territories grew 23% to
HK$858 million.

By John D. Stoll

Executives at Detroit’s Big Three
auto makers are considering mak-
ing a more public push to lawmak-
ers in the near future as they seek
about $50 billion in low-cost loans
that would greatly overhaul their
product portfolios, people familiar
with the matter said.

Top executives at General Mo-
tors Corp., Ford Motor Co., and
Chrysler LLC—each racking up sig-
nificant losses as industry sales de-
cline—will likely wait until after the
U.S. Labor Day holiday on Monday,
following this summer’s political
conventions, to travel to Washing-
ton for meetings on the loans, these
people said. They are expected to
soon give a more concrete figure to
Washington in terms of what size of
a loan package is needed, they said.

The forthcoming meetings could
include discussions with congres-
sional leaders and potentially the
Federal Reserve, these people said.

Because they are seeking a broad
loan package from Washington, the
auto executives have been encour-
aged to meet with Federal Reserve

Chairman Ben Bernanke, one per-
son said. The three companies plan
to act as an “all-for-one” entity in
reaching out for low-cost funding,
this person said.

“You won’t see any moves exclu-
sive to one individual company
here,” this person said.

The heads of GM, Ford, and
Chrysler started making highly pub-
licized trips to Washington a couple
of years ago in order to press the
case for aid from lawmakers and
other decision makers. Health-care
costs, energy policies, and foreign
exchange had been key issues De-
troit was seeking support on.

But now, as high gasoline prices
have boosted demand for fuel-effi-
cient cars, the auto makers and
some domestic parts suppliers are
seeking low-interest loans to help
them ramp up fuel-efficient car and
truck development.

Because GM, Ford, and Chrysler
are rushing to meet stricter emis-
sions regulations being imposed in
coming years, they feel they can eas-
ily put the entire sought-after $50
billion in assistance to work in cur-
rent and future product plans.

By Santanu Choudhury

NEW DELHI—General Motors
Corp. will sign an initial agreement
Thursday to build an engine and
transmission plant for passenger ve-
hicles in India, a senior executive at
its local unit said.

The plant will be set up at Tale-
gaon, near Pune city, in the western
state of Maharashtra, he said.

“We will be signing a memoran-
dum of understanding with the Ma-
harashtra government,” said Ankush
Arora, vice president in charge of
marketing, sales and service at Gen-
eral Motors India Pvt. Ltd.

Mr. Arora declined to give de-
tails about the investment in the

new engine plant and its capacity.
The plant will be built at the

same location where GM has estab-
lished its second car factory in In-
dia. That factory is scheduled to
start operations next week.

The Detroit auto maker has in-
vested more than 14 billion rupees
($320 million) to construct the Tale-
gaon car plant. It will have an initial
capacity of 140,000 vehicles a year,
which will expand GM India’s an-
nual capacity to 225,000 vehicles.

GM, which began its operations
in India in 1996, currently makes
six cars and sport-utility vehicles
of the Chevrolet range, including
the Spark minicar and the Optra se-
dan, at a 85,000-unit-a-year fac-
tory in the western state of Gu-
jarat. It also imports and markets
the Captiva sport-utility vehicle.
The auto maker also has a techni-
cal center, including a design stu-
dio, in India’s technology hub of
Bangalore.

Mitsubishi Electric Corp.

Mitsubishi Electric Corp. said it
will quadruple annual production ca-
pacity for solar cells over four
years, in a bid to maintain its posi-
tion in the fast-growing market. Cit-
ing rising demand for solar-power
generation systems world-wide, the
electrical-machinery maker said it
plans to spend about 50 billion yen,
or $456 million, to build a solar-cell
facility at its plant in Nagano prefec-
ture. Mitsubishi Electric’s overall an-
nual production capacity for solar
cells will rise to 600 megawatts by
the year ending March 2012 from
150 megawatts. It hopes to raise its
revenue from its power-generation
business to 170 billion yen in the
year ending in March 2013.

Rabobank

Dutch financial-services com-
pany Rabobank reported a 12% rise
in first-half net profit after higher in-
terest income and a capital gain off-
set a Œ529 million ($774.8 million)
charge on risky mortgage and mono-
line insurance-related investments.
Unlisted Rabobank, the Nether-
lands’ leading mortgage bank, re-
ported a net profit of Œ1.53 billion,
up from Œ1.37 billion a year earlier,
when it booked losses totaling Œ568
million because of the credit crisis.
The latest results were boosted by a
net gain of Œ276 million on the sale
of Dutch online retail broker Alex
Beleggersbank to Internet broker
BinckBank NV, and by a 19% rise in
interest income. Rabobank said to-
tal income rose 7.1% to Œ6.08 billion
from Œ5.68 billion.

Randstad Holding NV

Netherlands-based temporary-
staffing company Randstad Hold-
ing NV posted a 3.1% drop in second-
quarter net profit because of financ-
ing costs related to the acquisition
of rival Vedior NV. Randstad said
the integration of Vedior is “on
schedule and progressing well.” Net
profit fell to Œ94.1 million ($137.8
million) from Œ97.1 million a year
earlier, as net finance costs jumped
to Œ16.6 million from Œ500,000.
Randstad said that following the Ve-
dior acquisition, its net debt
amounted to Œ2.14 billion at the end
of the second quarter, compared
with net cash of Œ103 million a year
earlier. Revenue rose 50% to Œ3.38
billion from Œ2.25 billion, boosted
by the Vedior acquisition. Randstad
bought Vedior in a deal valued at
Œ3.51 billion.

Ikon Office Solutions Inc.

Ikon Office Solutions Inc., a
struggling document-management
company that sells and leases office
equipment made by other compa-
nies, agreed to be acquired by Japa-
nese printer and fax maker Ricoh
Co. for about $1.6 billion. The deal—
the largest acquisition ever for
Ricoh—combines Ikon’s sales and
service capabilities with Ricoh’s en-
gineering and manufacturing exper-
tise, Ikon said. It also expands
Ricoh’s global operations. Ikon cur-
rently operates in North America
and Western Europe. Under the
terms of the deal, expected to close
in the fourth quarter, Ricoh will pay
$17.25 a share for Ikon, an 11% pre-
mium to its closing price Tuesday.

Quiksilver Inc.

Outdoor sports-apparel and acces-
sories maker Quiksilver Inc. agreed
to sell its Rossignol Group unit to a
group led by former Rossignol Chief
Executive Bruno Cercley for Œ100 mil-
lion ($146.4 million). The deal with
Chartreuse & Mont Blanc—three
years after Quiksilver acquired the
French ski maker for $320 million in
cash and stock—is the latest move in
Quiksilver’s effort to reduce its expo-
sure to winter-sports equipment man-
ufacturing. Chartreuse & Mont Blanc,
majority-owned by Australian invest-
ment bank Macquarie Group Ltd., is
named after the two mountain ranges
that are home to Rossignol’s two key
brands: the Rossignol business is nes-
tled in the shadow of the Chartreuse
mountain range and Dynastar offices
are in the shadow of Mont Blanc. Char-
treuse & Mont Blanc agreed to pay
Quiksilver Œ75 million in cash and
Œ25 million in notes for Rossignol.
Quiksilver said it will use proceeds of
the deal—expected to close this
fall—to repay debt.

Voestalpine AG

Sales soar, but profit falls
amid acquisition expenses

Austrian specialty steelmaker
Voestalpine AG said that fiscal first-
quarter net profit fell 9.3% in spite of
significantly higher sales, hit by ex-
penses related to last year’s acquisi-
tion of Böhler-Uddeholm AG. Net
profit declined to Œ217.5 million
($318.5 million) in the quarter ended
June 30 from Œ239.7 million a year
earlier. Voestalpine’s sales rose 69%
to Œ3.26 billion from Œ1.93 billion,
boosted mainly by the additional rev-
enue from Böhler-Uddeholm, which
was consolidated in July 2007, but
also by strong demand in its remain-
ing divisions. “The results were very
good. There are no weaknesses in
the business,” said UniCredit MIB an-
alyst Alexander Hodosi. Voestalpine
said economic conditions across its
divisions are expected to remain fa-
vorable throughout 2008.
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Eur Income A2 EU BD LUX 08/26 EUR 11.61 –2.8 –2.9 –1.6
Eur Income B EU BD LUX 08/26 EUR 6.55 –3.5 –3.6 –2.3
Eur Income B2 EU BD LUX 08/26 EUR 10.91 –3.1 –3.5 –2.3
Eur Income I EU BD LUX 08/26 EUR 6.55 –2.7 –2.3 –1.1
Eur Strat Value A EU EQ LUX 08/26 EUR 10.65 –23.8 –29.2 NS
Eur Strat Value I EU EQ LUX 08/26 EUR 10.78 –23.3 –28.5 NS
Eur Value A EU EQ LUX 08/26 EUR 10.66 –23.3 –28.2 –8.8
Eur Value B EU EQ LUX 08/26 EUR 9.94 –23.8 –28.9 –9.8
Eur Value I EU EQ LUX 08/26 EUR 12.18 –22.9 –27.6 –8.1
Gl Balanced (Euro) A EU BA LUX 08/26 USD 18.47 –13.2 –7.7 NS
Gl Balanced (Euro) B EU BA LUX 08/26 USD 18.23 –13.7 –8.6 NS
Gl Balanced (Euro) C EU BA LUX 08/26 USD 18.39 –13.4 –8.0 NS
Gl Balanced (Euro) I EU BA LUX 08/26 USD 18.64 –12.7 –7.0 NS
Gl Balanced A US BA LUX 08/26 USD 17.71 –14.5 –12.6 –1.5
Gl Balanced B US BA LUX 08/26 USD 17.06 –15.1 –13.5 –2.5
Gl Balanced I US BA LUX 08/26 USD 18.19 –14.1 –12.0 –0.9
Gl Bond A US BD LUX 08/26 USD 8.96 –0.7 2.2 3.7
Gl Bond A2 US BD LUX 08/26 USD 14.64 –0.4 2.2 3.7
Gl Bond B US BD LUX 08/26 USD 8.96 –1.3 1.1 2.6
Gl Bond B2 US BD LUX 08/26 USD 13.00 –1.0 1.2 2.7
Gl Bond I US BD LUX 08/26 USD 8.96 –0.4 2.8 4.3

Gl Conservative A US BA LUX 08/26 USD 15.50 –8.1 –6.1 0.3
Gl Conservative A2 US BA LUX 08/26 USD 16.92 –8.2 –6.2 0.3
Gl Conservative B US BA LUX 08/26 USD 15.46 –8.8 –7.1 –0.7
Gl Conservative B2 US BA LUX 08/26 USD 16.30 –8.7 –7.1 –0.6
Gl Conservative I US BA LUX 08/26 USD 15.51 –7.8 –5.6 0.9
Gl Eq Blend A GL EQ LUX 08/26 USD 14.43 –23.2 –21.8 –5.1
Gl Eq Blend B GL EQ LUX 08/26 USD 13.72 –23.7 –22.6 –6.0
Gl Eq Blend I GL EQ LUX 08/26 USD 15.05 –22.8 –21.2 –4.3
Gl Growth A GL EQ LUX 08/26 USD 52.79 –23.6 –18.0 –3.4
Gl Growth B GL EQ LUX 08/26 USD 44.67 –24.1 –18.8 –4.4
Gl Growth I GL EQ LUX 08/26 USD 57.99 –23.2 –17.4 –2.7
Gl High Yield A US BD LUX 08/26 USD 4.38 –4.4 0.0 4.3
Gl High Yield A2 US BD LUX 08/26 USD 8.19 –3.9 0.1 4.2
Gl High Yield B US BD LUX 08/26 USD 4.38 –4.9 –1.0 3.2
Gl High Yield B2 US BD LUX 08/26 USD 13.34 –4.5 –1.0 3.2
Gl High Yield I US BD LUX 08/26 USD 4.38 –4.1 0.6 4.8
Gl Strat Income A GL BD LUX 08/26 USD 13.78 –4.9 –4.3 –0.4
Gl Strat Income A2 GL BD LUX 08/26 USD 15.05 –4.7 –4.3 –0.5
Gl Strat Income B GL BD LUX 08/26 USD 13.78 –5.5 –5.3 –1.4
Gl Strat Income B2 GL BD LUX 08/26 USD 14.69 –5.3 –5.3 –1.4
Gl Strat Income C2 GL BD LUX 08/26 EUR 10.18 –5.3 –11.0 –7.4
Gl Strat Income I GL BD LUX 08/26 USD 13.78 –4.6 –3.8 0.1
Gl Strat Income I2 GL BD LUX 08/26 EUR 10.42 –4.8 –10.1 –6.5
Gl Strat Income I2 GL BD LUX 08/26 USD 15.25 –4.4 –3.8 0.1
Gl Value A GL EQ LUX 08/26 USD 13.53 –22.8 –25.5 –6.7
Gl Value B GL EQ LUX 08/26 USD 12.60 –23.3 –26.3 –7.7
Gl Value I GL EQ LUX 08/26 USD 14.24 –22.4 –25.0 –6.0
India Growth A EA EQ LUX 08/22 USD 90.07 –34.8 –0.9 18.6
India Growth B EA EQ LUX 08/22 USD 78.01 –35.2 –1.9 17.4
India Growth I EA EQ LUX 08/22 USD 92.84 –34.6 –0.6 19.0
Int'l Health Care A OT EQ LUX 08/26 USD 148.61 –9.4 –7.0 –1.7
Int'l Health Care B OT EQ LUX 08/26 USD 127.05 –10.0 –7.9 –2.7
Int'l Health Care I OT EQ LUX 08/26 USD 160.62 –8.9 –6.2 –0.9
Int'l Technology A OT EQ LUX 08/26 USD 117.04 –17.5 –11.5 5.3
Int'l Technology B OT EQ LUX 08/26 USD 102.80 –18.0 –12.4 4.3
Int'l Technology I OT EQ LUX 08/26 USD 129.83 –17.0 –10.8 6.2

Japan Blend A JP EQ LUX 08/26 JPY 8068.00 –19.2 –25.0 –13.6
Japan Blend I JP EQ LUX 08/26 JPY 8213.00 –18.8 –24.4 –12.9
Japan Growth A JP EQ LUX 08/26 JPY 7942.00 –19.7 –25.4 –14.4
Japan Growth I JP EQ LUX 08/26 JPY 8084.00 –19.3 –24.8 –13.7
Japan Strat Value A JP EQ LUX 08/26 JPY 8192.00 –18.9 –25.0 –11.6
Japan Strat Value I JP EQ LUX 08/26 JPY 8318.00 –18.5 –24.4 NS
Real Estate Sec. A OT EQ LUX 08/26 USD 16.51 –17.3 –20.0 –11.3
Real Estate Sec. B OT EQ LUX 08/26 USD 15.30 –17.8 –20.7 –12.2
Real Estate Sec. I OT EQ LUX 08/26 USD 17.55 –16.8 –19.3 –10.6
Short Mat Dollar A US BD LUX 08/26 USD 7.54 –13.2 –14.0 –5.7
Short Mat Dollar A2 US BD LUX 08/26 USD 9.63 –12.9 –14.1 –5.7
Short Mat Dollar B US BD LUX 08/26 USD 7.54 –13.4 –14.4 –6.2
Short Mat Dollar B2 US BD LUX 08/26 USD 9.64 –13.2 –14.5 –6.1
Short Mat Dollar I US BD LUX 08/26 USD 7.54 –12.9 –13.5 –5.2

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 08/25 GBP 8.09 –14.5 –10.6 –2.8
Andfs. Borsa Global GL EQ AND 08/25 EUR 7.88 –17.6 –16.2 –3.9
Andfs. Emergents GL EQ AND 08/25 USD 16.93 –20.3 –6.6 11.8
Andfs. Espanya EU EQ AND 08/25 EUR 13.41 –24.1 –19.7 –2.8
Andfs. Estats Units US EQ AND 08/25 USD 17.49 –13.9 –8.9 1.0
Andfs. Europa EU EQ AND 08/25 EUR 8.63 –22.2 –20.7 –6.0
Andfs. Franca EU EQ AND 08/25 EUR 10.87 –22.7 –22.4 –8.9
Andfs. Japo JP EQ AND 08/25 JPY 628.91 –18.6 –23.6 –12.4

Please turn to next page

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com
 Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001
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Karachi 100
Wednesday’s close: 9144.93, down 3%

INDEX PERFORMANCE

Year-to-date performance: down 35%
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Euro Moderate Balanced
These funds have a mandate to balance equity and bond investments for Euro-based inves-
tors. The equity component does not exceed 60%. Ranked on % total return (dividends rein-
vested) in U.S. dollars for one year ending August 27, 2008

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

5 UBS (Lux) UBS Global Asset EURiLuxembrg 9.30 20.60 16.35 NS
IF-European Converg AA Acc Management

NS CAAM Crédit Agricole EURiFrance 10.36 17.34 15.07 NS
Volatilité Actions Acc

NS Union Crédit Mutuel-CIC EURiFrance 3.22 17.18 14.20 NS
Stratégie Garanti Acc

4 CAAM Crédit EURiFrance 6.98 16.13 12.00 NS
Dynarbitrage Forex I Acc Agricole-LCL

5 Fonduero Gesduero EURiSpain –8.88 15.47 14.91 17.46
Emergentes FI Acc

4 Fondespaña Caja España Fondos EURiSpain 6.57 14.45 13.49 10.54
Gestión Internacional FI Acc

NS Focused Fund UBS Equity Fund EURiLuxembrg 4.51 13.14 10.64 NS
Mixed Plus (EUR) B Acc Management Company S.A.

2 OneWorld IPConcept Fund EURiLuxembrg 4.14 12.98 9.95 6.57
Tactics Acc Management S.A.

5 Carmignac Carmignac Gestion EURiFrance –2.34 12.91 12.46 14.21
Patrimoine A Acc

5 Serenus Acc ISIS Asset EURiFrance –0.42 12.90 10.74 NS
Management
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

Japan investors hunt currency yields

Karachi presses for stability
Exchange proposes
a stock-index freeze
amid foreign selling

FUND SCORECARD

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

By V. Phani Kumar

MARKETWATCH.COM

HONG KONG—Shares in Hong
Kong jumped, led by strong earn-
ings from market heavyweight
China Mobile.

But Indian stocks fell, snapping a
three-session winning streak for the

30-share Sensex in-
dex, a day before
the expiry of the Au-
gust derivative con-
tracts and the re-

lease of weekly inflation data.
In Tokyo, shares eased. Investors

sold auto shares following a newspa-
per report of rising inventories in
the previous quarter.

In Hong Kong, the Hang Seng In-
dex gained 1.9% to 21464.72, its high-
est close in two weeks, while the
Hang Seng China Enterprises Index
rose 3.3% to 11780.91. China Mobile
rallied 3.5%, its biggest percentage
gain since May, after the company re-
ported a 45% jump in first-half profit.

China’s Shanghai Composite In-
dex couldn’t keep pace. It eased

0.3% to 2342.26, its fourth loss in
five sessions.

In Mumbai, the Sensex fell 1.3% to
14296.79. Sectors sensitive to inter-
est-rate moves fell on renewed con-
cerns that sustained high inflation
might force the central bank to fur-
ther tighten policy, which may hurt
vehicle and property sales as well as
credit growth. ICICI Bank fell 2.7%,
and property developer DLF fell 4%.

In Tokyo, the Nikkei Stock Aver-
age of 225 companies shed 0.2% to
12752.96. Car makers were among
big decliners, partly because of a re-
port that inventories at publicly
listed Japanese companies in-
creased 8.7% between March 31 and
June 30 on higher raw-materials
prices and softening demand for fin-
ished goods such as cars. Toyota Mo-
tor fell 2.7%, Honda Motor dropped
2.2% and Nissan Motor fell 4.7%. The
Nikkei newspaper reported Nissan’s
inventory ballooned in the quarter.
 —Tuhin Kar in Mumbai

and Ayai Tomisawa in Tokyo
contributed to this article.

By C. R. Jayachandran

And Haris Zamir

KARACHI—The Karachi Stock Ex-
change proposed freezing the bench-
mark KSE-100 Index at 9000, after
the latest political crisis dragged the
index to its lowest point in more than
two years for the second consecutive
session.

“The board of directors of the
Karachi Stock Exchange, during an
emergency meeting, proposed a
freeze and are seeking an approval
from Ministry of Finance and Secu-
rity Exchange Commission of Paki-
stan,” a stock-exchange official said.

The KSE-100 Index fell 3% to
9144.93, a level last seen on June 24,
2006, when the index touched 9010.
The rupee ended at a record low of
76.05 rupees against the dollar
Wednesday. On Tuesday, the rupee
closed at 76.50 rupees.

The index has plunged 8.5% in the

past two sessions after the Pakistan
Muslim League (N), led by former
Prime Minister Nawaz Sharif, Mon-
day withdrew support for the ruling
coalition dominated by the Pakistan
People’s Party.

Mr. Sharif’s PML (N) withdrew
support amid differences over the re-
instatement of judges sacked during
former President Pervez Musharraf’s
tenure. Mr. Sharif had called for the

judges to be restored, but the PPP
was reluctant to reinstate the jurists.

“Offloading by foreign funds is
causing the recent fall,” said Moham-
med Sohail, senior research analyst
at JS Global. Low trading volumes be-
cause of the political and economic
conditions are affecting share prices,
he said.

Foreign investors were net sellers
of $380 million of shares from March
1 to Aug. 25, according to data posted
on the Web site of the National Clear-
ing Co. of Pakistan.

The KSE-100 Index has fallen 17%
since the close of trading on Aug. 19.
The index has shed 35% from its
record of 15676 on April 18, while the
rupee has lost about 20% since the
start of the year.

About 100 to 150 brokers gath-
ered around the stock exchange
Wednesday to protest the govern-
ment’s alleged apathy toward inves-
tors and demand immediate action.

A stock-exchange official said
more than 100 police officers were de-
ployed at the Karachi Stock Exchange
to avert any agitation from investors.

In July, investors, incensed over
plunging shares, went on a rampage
and damaged the exchange.

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

ASIAN-PACIFIC
STOCKS

Hong Kong shares move higher,
but Mumbai market loses ground

By James Glynn

SYDNEY—The Australian and
New Zealand dollars, which have
been slumping over the past month,
could fall further if Japanese retail in-
vestors turn to alternatives that
bring higher returns.

These investors have been hefty
margin buyers of the two currencies
in the past year or so, but they re-
cently started to liquidate their hold-
ings because of the prospect of inter-
est-rate cuts in Australia and New
Zealand.

Many expect such sales to esca-
late now that the Tokyo Financial Ex-
change has announced it is expanding
the number of tradable currencies it
offers to 25. It currently lists only
seven developed-nation currencies,
including the Aussie and Kiwi dollars.

Starting Oct. 27, investors will be
able to use the exchange to trade the
yen against such currencies as the
high-yielding South African rand and
the Turkish lira. They will also be able
to trade 11 nonyen pairs, such as the
euro versus the dollar.

The change is significant because,
with a market share of around 10%,
the TFX has achieved a measure of
dominance of the Japanese foreign-
exchange margin-trading business,
said Robert Rennie, chief currency
strategist at Westpac Banking Corp.
and a long-term observer of Japanese
retail trends.

Mr. Rennie estimates current out-
standing Australian and New Zealand
dollar positions on the TFX amount
to US$8 billion and US$13 billion, re-
spectively.

Tony Morriss, senior FX strategist
at ANZ Bank, said the lure of emerg-
ing-market yields will be strong, with
interest rates in Mexico currently at
8.25%; Russia, 11%; South Africa, 12%;
and Turkey, 16.75%. They compare
with the Bank of Japan’s overnight
policy rate of 0.5%.

In July, the Reserve Bank of New
Zealand started cutting what had
been one of the highest policy inter-
est rates in the world, with rates
there now at 8%. The Reserve Bank of
Australia is expected to cut its official
cash rate target from 7.25% to 7% next

week. Both central banks are ex-
pected to continue easing policy.

Signs of an economic slowdown
and the anticipation of lower interest
rates have slashed close to 13% off the
value of the New Zealand dollar
against the yen since late February.
The Australian dollar has plunged
nearly 10% against the Japanese cur-
rency since mid-July.

The mood in Japan is a little more
composed.

The introduction of more margin
trade contracts onto the Tokyo Finan-
cial Exchange “is unlikely to prompt
Japanese retail investors to buy cur-
rencies such as the South African
rand and the Turkish lira because
most of them are not awfully familiar
with these countries,” said Yuzo Sa-
kai, foreign-exchange manager at To-
kyo Forex and Ueda Harlow. “Japa-
nese players will likely keep trading
currencies in Australia and New
Zealand actively as it’s very easy for
them to get information about the
countries.”
 —Tomoyuki Tachikawa in Tokyo

contributed to this article.
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S
CIENTISTS us-
ing U.S. space
technology have

started a huge proj-
ect to digitize the
Dead Sea Scrolls, the
oldest known version
of the Hebrew Bible,
and post them on the
Internet, an Israeli

Antiquities Authority official said.
The project, expected to take about five years,

marks the 60th anniversary of the discovery of the
2,000-year-old scrolls, said Pnina Shor of the authority.
The goal is to make the scrolls accessible to scientists
and the general public, she said.

In recent years, steps have been taken to widen
access, but many of the findings are still not prop-
erly identified and categorized. —Associated Press

U
KRAINE SAID it
wanted to discuss
charging Russia more

for the lease of a Black Sea
naval base. Ukrainian Presi-
dent Viktor Yushchenko also
joined Western nations in
condemning Russia’s move
Tuesday to recognize South
Ossetia and Abkhazia as in-
dependent states.

In an interview, he said
Kiev wanted to raise the

question of increasing Russia’s rent on its Sevasto-
pol base, the headquarters of the Russian Black Sea
fleet. Russia has said any renegotiation would break
a 1997 agreement under which it currently leases
the base for $98 million a year until 2017.
 —Reuters

P
OVERTY in de-
veloping coun-
tries is more

widespread than pre-
viously thought,
though progress is be-
ing made, the World
Bank said in a report.

Using updated mea-
sures of calculating liv-

ing standards, World Bank researchers determined
that the number of people living in extreme poverty
was about 1.4 billion in 2005—not below one billion.
The World Bank said the main poverty line for devel-
oping countries should be $1.25 a day, 25 cents higher
than previously estimated, mainly because of a higher
cost of living calculated under the new method. Still,
the report found the poverty rate has been declining
at about the same pace as previously thought.

Dead Sea Scrolls to be put
on Web after digitizing

Russia’s boom awakens Japan port
Sleepy Hamada
becomes export hub;
Hokkaido’s tourists

Ukraine considers raising
lease fees on Russian base

ECONOMY & POLITICS
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By Yuka Hayashi

O ne of the poorest regions of
Japan is getting a boost
from a new source: Russia’s

booming economy.
Shimane prefecture lies on the

sleepy, relatively isolated Sea of
Japan coast—the opposite side of
the country from busy cities such
as Tokyo and Osaka. Its popula-
tion is declining, and it lacks ma-
jor industry.

But Hamada, Shimane’s main
port, is rapidly becoming a hub for
trade with the Russian Far East.
The value of exports shipped from
it tripled over the three years
through 2007. Last month, Ha-
mada became Japan’s first port
with a direct container-ship route
to Russia’s Pacific port of Vladivos-
tok.

This year, Light International
Business Corp., a used-car dealer
based in Hamada, plans to export
about 23,000 used cars to Russia,
nearly double the number in 2006.
“This is a once-in-a-thousand-
year opportunity that our commu-
nity should embrace,” says the
company’s president, Katsuhiro
Takahashi. “Russia has emerged
as a practical and substantial mar-
ket for us.”

Emboldened by oil and mineral
wealth, Moscow put its muscle on
full display this month during its
invasion of its pro-Western neigh-
bor Georgia. Hamada is a quieter
example of Russia’s new economic
might, which is being felt from Eu-
rope’s most exclusive boutiques to
beachfront real-estate markets in
Florida.

The rising business ties with Ja-
pan are the latest chapter in an
awkward relationship between
the neighbors. In the last days of
World War II, the Soviet Union in-
vaded four Japanese islands,
which Russia has yet to return to
Japan, keeping the two countries
from signing a peace treaty.

But as Moscow shunned West-
ern imports during the Cold War,
Japan became one of the Soviet
Union’s biggest trading partners,
mainly through exports of machin-
ery and other capital goods.

After the Cold War ended, Eu-
rope dominated Russia’s trade.
Now, Japan-Russia trade is grow-
ing again, thanks in large part to
Russian car imports through its
Far East. In 2006, Japan ac-
counted for 5.6% of Russian im-
ports, making it the third-largest
source, after Germany and China.
The trade is helping prop up Ja-
pan’s economy as shipments to
the U.S. and Europe falter. The
value of Japanese exports to Rus-
sia increased 49% during the first
six months of this year from a year
earlier to 856 billion yen, or al-
most $8 billion. During the same

period, Japan’s overall exports
were up just 3.8%, with shipments
to the U.S. shrinking 8.8%.

Some of those exports go to the
newly rich of European Russia,
who are particularly attracted by
Japan’s higher-end products. At
Globus Gourmet, a high-end super-
market chain in Moscow, large,
sweet Japanese apples were re-
cently on sale for 485 rubles a kilo-
gram, or about $9 a pound. Toyota
Motor Corp.’s Lexus cars are also
popular, as are large flat-panel
television sets.

Currently, Toyota ships parts
to its factories in St. Petersburg
from Nagoya or Yokohama on Ja-
pan’s Pacific Coast, via the Indian
and the Atlantic oceans. But it and
car makers, such as Nissan Motor
Co., that are planning to assemble
in Russia say they could deliver

parts faster by train: That would
mean sending them first from
ports on the Sea of Japan to the
Russian Far East, and then by
train on the Trans-Siberian Rail-
road. This would cut the journey
to about 20 days, from the current
40.

In the resource-rich Russian
Far East, the rise in oil prices has
sparked energy projects, includ-
ing a trans-Siberian pipeline and
oil and gas drilling off Sakhalin Is-
land. This has generated a new le-
gion of middle-class shoppers in
the region, some of whom are now
taking ferries or flights to parts of
northern Japan.

The northern island of Hok-
kaido is popular for skiing and for
its hot springs, and four years ago,
Mana Hasegawa set up a travel
agency in the island’s main city,
Sapporo, targeting Russian tour-
ists. “It feels as if one tourist goes
home to spread the word, and a
while later, 100 of his friends and
relatives all come to visit,” Ms. Ha-
segawa says.

But the biggest chance for Ja-
pan is still in traded goods, where
short journey times are making
business easier.

Hiroo Nishikawa learned that
the flowers sold as gifts for
women for International Women’s
Day, a big festival for Russians, of-
ten wilted on their journey from
the Netherlands to Vladivostok.
Mr. Nishikawa, president of
Flower Farm Shirone, a nursery in
Niigata, also on the Sea of Japan
coast, realized he could deliver
flowers in better condition. A
flight from Niigata to Vladivostok
takes just an hour and a half.

In 2005, Mr. Nishikawa flew
5,000 tulip stems to Russia. Ahead
of the March holiday this year, he
exported 120,000 stems for sale in
Vladivostok and Khabarovsk, an-
other big Russian port in the Far
East.

“Geographic proximity is a
very important factor,” says An-
drey Belov, an economics profes-
sor at Japan’s Fukui Prefectural
University, on the Sea of Japan
coast. “It is particularly true now,
because transportation is develop-
ing quickly.”
 —Daria Solovieva

contributed to this article.

By Brent Kendall

A federal judge in Washington,
D.C., refused Wednesday to throw
out a lawsuit charging that Exxon-
Mobil Corp. is liable for alleged kill-
ings and torture committed by Indo-
nesian soldiers guarding a natural-
gas plant in the Aceh province.

Deciding that the case should
move forward, U.S. District Court
Judge Louis F. Oberdorfer said there
was evidence that the soldiers com-
mitted the alleged atrocities and
that an ExxonMobil subsidiary in In-
donesia had paid for the military se-
curity forces.

The ruling likely clears the way
for the case to head to trial.

Eleven Indonesian villagers filed
the suit in 2001, alleging the oil giant’s
security forces murdered, tortured,
raped and kidnapped local residents.

ExxonMobil argued that the case
should be decided in its favor with-
out the need for a trial. The com-
pany said there was insufficient evi-
dence that its security forces com-
mitted the alleged atrocities. Even if
such evidence did exist, ExxonMobil
shouldn’t be liable for the military’s
conduct, the company said.

Rejecting those arguments,
Judge Oberdorfer said a reasonable
observer could conclude ExxonMo-
bil had some control over the mili-
tary forces and was negligent in
managing its security operations.

The judge said that internal com-
pany documents appeared to show
that “unauthorized acts of violence
were foreseeable.”

Judge Oberdorfer cited several
internal communications from Exx-
onMobil’s Indonesian subsidiary, in-
cluding one internal email that
noted “the poor reputation of the In-
donesian military, especially in the
area of respecting human rights and
in their predilection for ‘rogue’/clan-
destine operations.”

The judge said the villagers had
provided sufficient evidence to
move forward with their case. Exx-
onMobil may ultimately be ab-
solved of wrongdoing, but that
would be up to a jury, he said.

Agnieszka Fryszman, a lawyer for
the villagers, praised the ruling and
said her clients were ready for a trial.

Torture lawsuit
charging Exxon
is moved forward
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Rising prospects
Trade with Russia has brought prosperity to Japan’s Shimane prefecture

Source: International Monetary Fund
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Subprime-mortgage defaults
in U.K. hit record in quarter

Emerging regions lend
support to debt markets
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RBS board taps bankers
Directors’ expertise
expected to help ease
shareholder pressure

— NOTICE TO READERS —

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

By Vivek Ahuja

R OYAL BANK of Scotland
Group PLC said it was add-
ing three high-profile nonex-

ecutive directors, broadening the
banking experience of the trou-
bled lender’s board.

Royal Bank of Scotland said
British Land Co. Chief Executive
Stephen Hester, 42, who has been
co-head of European investment
banking at Credit Suisse First Bos-
ton and chief operating officer of
Abbey National, will join its board
in a nonexecutive role in October.

John McFarlane, 61, who
stepped down as chief executive of
Australia & New Zealand Banking
Group last October after a decade,
and Arthur Ryan, 65, a former
Chase Manhattan banker who was
most recently chairman and chief
executive of U.S. financial-ser-
vices group Prudential Financial
Inc., will also join the RBS board,
the bank said in a statement
Wednesday.

RBS Chief Executive Fred Good-
win and Chairman Tom McKillop

have been under pressure from
shareholders since announcing
plans in April to embark on a £12
billion ($22 billion) rights offer-
ing to shore up the bank’s capital
base after write-downs linked to
the credit downturn.

The addition of greater bank-
ing expertise on the board should
go some way toward mollifying
those shareholders.

Guy Jubb, head of corporate
governance at Standard Life In-
vestments, which was RBS’s third-
largest shareholder as of June 1,
said, “These changes are very wel-

come and demonstrate that the
RBS board is getting to grips with
its governance.”

Mr. McKillop said of the new
board members, “Their experi-
ence in financial services will be of
great benefit to RBS, given the in-
creasingly diversified and interna-
tional nature of our powerful bank-
ing franchises.”

RBS shares closed up four
pence, or 1.8%, at 221.75 pence
($4.08) Wednesday.

RBS said current nonexecu-
tives Larry Fish and Charles Koch
will step down from its board at its
annual meeting in April.
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By Duncan Kerr

Companies and governments in
emerging markets are expected to
sell $70 billion of new bonds
through the end of the year, which
should help prop up the market
amid the credit crunch, according to
new research.

The total value of trades in
emerging-market debt securities
dropped to $1.22 trillion in the sec-
ond quarter compared with a year
earlier, according to the report,
from the Emerging Markets Trade
Association, because investors cut
their exposure to high-risk securi-
ties as a consequence of the
subprime-mortgage debacle.

However, the EMTA said trading
in emerging-market debt securities,
including local bonds and Euro-
bonds sold by governments and
companies, rose 3% in the second
quarter from the first quarter, end-
ing a sharp fall in trading over three
consecutive quarters.

The EMTA, the trade body of par-
ticipants in emerging-markets secu-
rities, said second-quarter trading
got a lift as new issuance from
emerging-market borrowers rose to
$60 billion from the first quarter’s
$41 billion.

David Spegel, global head of
emerging-markets strategy at ING
Financial Markets, noted that the
“Widespread belief that the U.S.
Fed’s decision to extend liquidity
options to investment banks at the
end of March helped spark an
across-the-board rally for risk-sen-
sitive securities, as investors bet
that the worst case had been
reached and overcome.”

He added that while this drove
the surge in new issuance, thereby
boosting trading volumes, investor
sentiment turned “more cautious”
later in the second quarter. Without
that, the rise in trading activity,
most of which was focused on Brazil-
ian, South African and Argentine se-

curities, might have been higher.
On the outlook for trading activ-

ity, Mr. Spegel said: “The heavy new
issuance pipeline of approximately
$30 billion in sovereigns and $40 bil-
lion in corporates will likely support
trading volume levels over the re-
mainder of the year.”

However, he added, pricing in
the secondary market, where bonds
trade after their sale, could fall. “It
is possible that secondary-market
bond prices will suffer as institu-
tional buyers rotate out of existing
positions to acquire new deals
rather than draw on their high cash
levels,” he said.

According to the research, which
is based on a survey of EMTA mem-
bers, Brazilian securities were the
most frequently traded in the sec-
ond quarter, with $241 billion in
turnover—down 20% from the same
period last year but up slightly on
the $239 billion in this year’s first
quarter. Brazil’s 2040 bond re-
mained the most frequently traded.

South African debt securities
were the second most frequently
traded, with turnover in the quarter
of $109 billion. Of that, the highest
proportion comprised local market
transactions. Argentine debt vol-
umes were third most traded, at $100
billion, ahead of securities from Tur-
key, Hong Kong, Russia and Poland.

Trading in Eurobonds—interna-
tional bonds denominated in a cur-
rency not native to the country from
where they are issued—fell 37% to
$376 billion from a year earlier, al-
though up 4% compared with the
first quarter of the year, when trad-
ing activity was $360 billion.

Sovereign bonds accounted for
$234 billion of the activity in the sec-
ond quarter, while corporates ac-
counted for $132 billion of the vol-
ume. The most frequently traded Eu-
robonds were those from Brazil at
$69 billion, followed by Russia, Ven-
ezuela, Argentina and Mexico, ac-
cording to the EMTA survey.

By Duncan Kerr

The number of delinquencies on
loans to subprime borrowers in the
U.K. hit record levels in the second
quarter, raising the prospect that se-
curities backed by such collateral
will come under further strain and
potentially force a raft of ratings
downgrades, according to an index
that tracks defaults.

Credit-ratings company Standard
& Poor’s Ratings Service’s total delin-
quency index for U.K. nonconform-
ing residential mortgage-backed se-
curities, which tracks mortgage-loan
defaults, hit a record 23.31% in the
second quarter. S&P said the rise was
driven by loans resetting to higher in-
terest rates.

“With no sign of credit conditions
easing and house prices continuing
to fall, we expect delinquencies to
continue rising and losses to increase
over the coming quarters,” said Kate
Livesey, credit analyst at S&P.

The development resembles the
subprime-mortgage crisis in the U.S.
when a rise in delinquencies on loans

to high-risk borrowers ripped
through the U.S. mortgage market,
sparking the credit crisis

Ratings company Moody’s Inves-
tors Service earlier this month
downgraded U.K. nonconforming
residential and mortgage-backed se-
curities valued at £1.9 billion ($3.49
billion) in the second quarter.

The pressure also is being felt in
the U.K. prime-residential mort-
gage market, according to S&P,
where total delinquencies rose to
2.94%, up from 2.33% in the first
quarter, marking the highest-ever
value recorded on its U.K. prime-res-
idential and mortgage-backed secu-
rities index.
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