
U.S. productivity has grown at
an estimated annual rate of
2.5% so far this year, defying
the usual behavior of going up
in good times and down in bad.
U.S. unemployment in July hit
a four-year high and job losses
continued for the seventh con-
secutive month. Pages 1, 11

n Investors may wager on Eu-
ropean government debt and
sell U.S. Treasurys, betting on
a narrowing yield gap. Page 1

n British Energy and EDF are
holding out hope their mar-
riage can still happen despite
its collapse last week. Page 3

n Siemens is selling an 80.2%
stake in its cordless handset
unit, its last remaining telecom-
equipment business. Page 4

n Hedge funds seem set to post
their worst monthly performance
in six years, as successful strate-
gies run into trouble. Page 1

n Manufacturing contracted in
most of the euro zone as tight
credit and high oil prices stoked
recession fears. Page 11

n GM posted a net loss of
$15.5 billion, the third biggest
in its history and another ma-
jor blow to the auto maker’s
turnaround effort. Page 5
n U.S. auto sales dropped in
July, with the Big Three report-
ing sharp falls. BMW and Nissan
posted lower profits. Pages 5, 7, 8

n Yahoo CEO Yang won strong
backing from shareholders at
the annual meeting, as did
Chairman Roy Bostock. Page 6

n A rebound strategy that tilts
toward U.S. consumer-discre-
tionary stocks may make sense
for investors with a time hori-
zon of a year or two. Page 19

n Time Warner completed the
internal work necessary to sepa-
rate its AOL unit’s dial-up access
and content businesses. Page 8

n Total’s net profit jumped
39% as rising upstream produc-
tion allowed it to gain from-
surging prices. Page 7

Hedge funds
show warts
in July results

Bush leaves Monday for an
Asian visit highlighted by his at-
tendance at the Beijing Olympics
but also aimed at reassuring Chi-
na’s nervous neighbors that the
U.S. still stands with them. Page 9
n The IOC praised Beijing’s
Olympic preparations, but Games
organizers came under fire over
censorship and other issues. Chi-
na’s Hu held his first-ever news
conference with foreign journal-
ists, and authorities unblocked
several Web sites. Pages 10, 29

n Panicked pilgrims stampeded
at a mountaintop Hindu temple
in northern India, killing at
least 145 people, police said.

n Ahmadinejad said Iran won’t
give up “a single iota of its nu-
clear rights,” rebuffing an infor-
mal deadline set by U.N. Secu-
rity Council members for Tehran
to curb uranium enrichment.

n Al Qaeda confirmed in a Web
statement the death of al Masri,
an explosives and poisons expert,
and three other al Qaeda leaders,
apparently in a U.S. airstrike in
Pakistan last week. Page 3
n Pakistan and Afghanistan
agreed to cooperate on stopping
cross-border terrorism, Pakistan
said, amid accusations that mem-
bers of Pakistan’s spy agency
helped a militant group bomb In-
dia’s embassy in Kabul. Page 9

n Iraqi leaders failed Sunday to
resolve differences over how to
govern oil-rich Kirkuk, despite
U.S. pressure. The dispute is
blocking provincial elections.

n A U.S. Army scientist who
killed himself as he was about to
be charged with 2001 anthrax poi-
sonings was described as “homi-
cidal” by an ex-therapist. Page 2

n A Hamas raid on a Fatah
stronghold in Gaza on Saturday
left 11 people dead and dozens
wounded. Nearly 200 Fatah
fighters fled to Israel, and Abbas
ordered them to return Sunday.

n Zimbabwe’s rival political par-
ties resumed power-sharing
talks Sunday in South Africa.

n A U.K. jury failed to reach
verdicts in the case of three
British Muslims accused of help-
ing to plan the London subway
and bus bombings in 2005.

n At least nine climbers, some
struck by an avalanche, were
feared killed on K-2, the world’s
second-highest mountain.

By Min Zeng

The focus of bond investors shifts
this week to the meetings of three
major central banks: the U.S. Federal
Reserve, the European Central Bank
and the Bank of England.

All three are expected to leave
their key rates unchanged, but that
image of stability is misleading. For
investors looking to establish longer-
term positions, betting on a narrow-
ing gap between U.S. and European
yields—by buying European govern-
ment debt and selling U.S. Treasurys—
may be the way to go.

On Friday, 10-year U.S. Treasurys
yielded 3.95%, compared with 4.33%
on 10-year German government

debt. Ten-year U.K. government
debt yielded 4.85%.

Friday’s 0.38-percentage-point
spread between U.S. and German
10-year yields was down from 0.52
percentage point a week earlier and
nearly 0.7 percentage point set
July 2, the widest gap since 2002.
The 0.9-point spread between U.S.
and U.K. 10-year debt was off from
1.17 points July 2, the biggest gap
since 1997.

“The yield spread will continue to
flatten, especially the 10-year sec-
tor,” said Amitabh Arora, head of glo-
bal interest-rate strategy in New
York at Lehman Brothers. He pre-
dicted the 10-year gap between the

Please turn to page 31

Investors likely to wager
on Europe, sell Treasurys

Key data defy U.S. woes
Worker productivity
maintains growth
in face of downturn

Editorial&Opinion

By Brian Blackstone

Recessions don’t usually look like
this, at least when it comes to pro-
ductivity.

In the six U.S. recessions since
1970, worker productivity, or output

per hour, grew a
sluggish 0.8%, on av-
erage. But since the
end of last year,
even amid eco-

nomic weakness, productivity is esti-
mated to have grown an average
2.5% at an annual rate.

That defies productivity’s usual
behavior of going “up in good times
and down in bad times,” says Geor-
gia State University forecaster Ra-
jeev Dhawan.

Productivity’s path isn’t just an ac-
ademic debate. That productivity is
staying strong even in bad times has
big implications for economic
growth, inflation, employment and,
ultimately, living standards. For ex-

ample, strong productivity growth,
by countering inflation pressures
from energy and commodities, al-
lows the U.S. Federal Reserve to keep
interest rates lower than it otherwise
might, helping it stoke the economy.

But “it’s a bit of a two-edged
sword,” said Chris Varvares of Mac-
roeconomic Advisers, since effi-
ciency gains could mean that compa-
nies can get by with fewer workers,
exacerbating unemployment in the
short run.

Some economists say the current
healthy growth in productivity re-

flects a shift in the economy from
less productive domestic sectors like
home building and into exporting in-
dustries, which tend to be highly effi-
cient. That shift has been aided by
the weak dollar, which has made U.S.
exports more competitive.

“It’s a compositional story,” said
Dale Jorgenson, a productivity ex-
pert at Harvard University in Massa-
chusetts. Productivity, he explained,
is “languid” in construction, so the
decline of building as a share of the
economy in recent quarters “is cer-

Please turn to page 31

Plane talk
EADS chief Louis Gallois on
the global aerospace business.
The Journal Interview. Page 14
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What’s News—
Business & Finance World-Wide
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Bumpy productivity
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Germany revives athlete
schools in a quest for gold
NEWS IN DEPTH | PAGES 16-17

Risky consumer stocks may
be key to a U.S. rebound
MONEY & INVESTING | PAGE 19

By Cassell Bryan-Low

In the world of hedge funds, it is
getting harder to hide from the fi-
nancial crunch.

Since the first tremors of the
crunch began, some of these elite
money managers, which cater to
wealthy individuals and institu-
tions such as pension funds, have
generated strong returns by focus-
ing on specific areas, such as com-
modities, emerging-market stocks
or betting against troubled banks.

But as hedge funds as a group
look set to turn in their worst
monthly performance since July
2002, even those investment strate-
gies that had been doing well have
run into trouble. Some previously
high-flying funds are sustaining de-
clines in the double digits. Several
managers are down more than 20%
for the year.

Consider London-based Boyer
Allan Investment Management
LLP, which specializes in Asian
stocks and whose flagship $1 bil-
lion Boyer Allan Pacific Fund is
down about 28% for the year
through the end of July, after turn-
ing in a 52% gain in 2007. And at
London-based RAB Capital PLC,
two funds that focus on natural-re-
sources and energy—the $1.4 bil-
lion Special Situations Fund and
$751 million RAB Energy—are
down 32.5% and 27.4%, respec-
tively, through July 24.

Hedge funds as a whole are still
outperforming the broader market
this year, but they potentially per-
formed worse in July. Preliminary
data from Chicago-based Hedge

Please turn to page 31
Money & Investing > Page 19

THE
OUTLOOK

Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 11326.32 -51.70 -0.45
Nasdaq 2310.96 -14.59 -0.63
DJ Stoxx 600 280.24 -3.52 -1.24
FTSE 100 5354.7 -57.2 -1.06
DAX 6396.46 -83.10 -1.28
CAC 40 4314.34 -78.02 -1.78

Euro $1.5568 -0.0035 -0.22
Nymex crude $125.10 +1.02 +0.82

cleaner-burning
natural gas goes a long
way. our technology
makes it go even further.
Thanks to ExxonMobil innovations, we can now deliver
cleaner-burning natural gas in 80% larger quantities and over
vastly greater distances than ever before — making one of the
world’s cleanest fuels available to more people the world over.
The story continues at exxonmobil.com

VO L . X X V I N O . 1 2 9  M O N DAY, AU G U ST 4 , 2 0 0 8

Biogen, Elan drug is linked to brain infection

Baghdad

I
RAQ HAS MANY rich histori-
cal sites—from the ruins of
Babylon, to the burial place of
Jonah, the prophet who was
swallowed by a whale.

However, for safety reasons, U.S.
military personnel here don’t get to
do much travel outside the heavily
fortified bases they call home. So
the troops look for whatever day-
trips they can find.

One of the busiest tourist stops
these days is the bombed-out re-
mains of Saddam Hussein’s former
presidential grounds.

For the roughly 50,000 troops
stationed at the Victory Base Com-
plex, near Baghdad’s airport, visit-
ing the presidential palaces, lakes
and outbuildings represents a rare
chance to break the monotony of life
on a giant military installation by do-
ing a bit of tourism.

“This is all of Iraq that I’m going
to get to see,” Sgt. Joseph Lavigne
said during a recent tour of the
grounds. “We don’t get to do much
sightseeing.”

In its heyday, the sprawling com-
pound—the size of dozens of foot-
ball fields—was a mystery to most
Iraqis. Closed to the public, it was
used mainly by Mr. Hussein and his
family.

In addition to two massive pal-
aces and several manmade lakes,
which the Iraqi leader used for fish-
ing and swimming, it also includes a
house Mr. Hussein built for his
mother-in-law, and a play area for
his grandchildren modeled after
“The Flintstones.”

It was here that Mr. Hussein
spoke with Dan Rather for his final
American TV interview.

It was also here that some of the
first bombs were dropped in the
“shock and awe” attacks at the open-
ing of the war in 2003—including
the failed attempt to kill Mr. Hus-
sein that formally launched the inva-
sion.

Today, part of the compound is a
bustling American military base.
The palaces themselves are in ruins,
desolate and surrounded by chain-
link fencing. The lakes are clogged
with algae and trash.

The presidential grounds are
also a graveyard: A conference cen-
ter here holds the remains of hun-
dreds of Baath Party apparatchiks
who were in the building, watching
a movie, when a missile buried them
under tons of rubble.

Despite that grisly reality—and
for many troops, because of it—tour-
ing the compound is a hot ticket.
One recent, Sunday, dozens of

sweaty U.S. military personnel gath-
ered in the dusty parking lot where
the tour kicks off.

They clutched digital cameras,
water bottles and the rifles that
they are required to carry with them
at all times.

Their guide is James Lee, an
Army sergeant from Tennessee
with a thick Southern accent and a
wisecracking demeanor. He got the
tour-guide assignment in April.
“They said I had the right personal-
ity, whatever that means,” he says.

One of his favorite jabs is to sin-
gle out a straggling or slightly
pudgy tour-goer, and joke: “There
goes one highly motivated Ameri-
can soldier.” The crowd loves it, for
the most part.

To date, 3,000 people have taken
one of his tours.

Visitors get full-color, four-page
brochures with pictures and histori-

cal sketches of the buildings. The
complex was part of “a residential
retreat for Iraqi leaders, much like
our President’s Camp David,” the
pamphlet says.

The grounds include two pal-
aces, which Mr. Hussein named “Vic-
tory Over America” and “Victory
Over Iran.”

Construction of the massive Vic-
tory Over America palace was

started after the first Gulf War, and
never finished. Still, it has dozens of
bedrooms and bathrooms, and a ball-
room that could easily hold several
thousand people. It looks out over
the Flintstones-themed play-
ground.

The smaller Victory Over Iran
palace features, among other
things, Mr. Hussein’s Arabic initials
carved into almost every door. Doz-
ens of smaller buildings ring the pal-
aces.

Sgt. Lee speaks without notes
during his three-hour tours, mixing
short historical lectures with
hard-to-verify assertions about the
bombings.

One running joke is to poke fun
at the Air Force. At the Victory Over
America Palace, he tells the crowd:
“The Air Force pilot, God bless him,
was actually trying to hit the Vic-
tory Over Iran Palace, but he man-
aged to miss his target, with a preci-
sion-guided bomb, and hit this one
instead.”

Most people laugh, although a
pair of Air Force officers roll their
eyes and shake their heads.

It is the grim conference center,
where the movie-watchers died,
that is the highlight for most troops,
partly because of its bloody recent
history.

A one-story structure, it has
large picture windows looking out
over the lakes.

It also contains an indoor pool al-
legedly used for torture during Sad-
dam’s regime.

“We’re going to go look for some
bodies,” quips Sgt. First Class Jeff
Morin as he approaches the dusty
scene. “Bring your camera!”

The tour ends at what Sgt. Lee de-

scribes as the “Tomahawk Room,”
the auditorium responsible for the
building’s notoriety. Roughly 200 se-
nior Baath Party officials are be-
lieved to have been in it when a Tom-
ahawk cruise missile scored a direct
hit. Fifty-three bodies were recov-
ered, Sgt. Lee explains, but the re-
mains of the other Iraqis are still
buried deep beneath the rubble.

The room had been a movie the-
ater, Mr. Lee says, and when U.S.
forces first arrived at the smolder-
ing building in 2003, they found the
projector with the film reels still in
it.

“They all got blown up watching
‘Pretty Woman,’ ” Mr. Lee says.
“What a way to go.”

Inside the theater itself, a hand-
ful of empty chairs are the only rec-
ognizable objects. Most of the room
has caved in.

As the tour winds down, a sol-
dier stops to frame a photo of two of
his friends, smiling and flashing the
thumbs-up sign near the chairs.

As he prepares to snap the shut-
ter, he hums the theme to “Twilight
Zone.”
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Dispatch / By Yochi J. Dreazen

By Keith Winstein

And John Hechinger

Two multiple-sclerosis patients
treated with Biogen Idec Inc.’s drug
Tysabri contracted a potentially
deadly brain infection, casting a
cloud over the revival of the medi-
cine, already withdrawn once over
safety concerns.

Biogen said it had no plans to re-
call the drug again or restrict its use.
The company and its marketing part-
ner, Ireland’s Elan Corp., said that
the two patients who contracted the
ailment, progressive multifocal leu-
koencephalopathy, or PML, are alive.
Both patients live in Europe. One is
ambulatory and at home and the
other has been hospitalized.

About 31,800 people take Tysabri,
which is also used to treat Crohn’s dis-
ease, a digestive condition. The com-

pany has forecast 100,000 patients
would be on it by 2010, with quarterly
sales hitting a $1 billion annual rate
by the end of this year. Renewed
safety concerns over the drug, which
costs about $30,000 a year in the U.S.,
could slow new patient adoption.

The two PML cases are the first re-
ported since Tysabri returned to the
market in July 2006 under strict rules
approved by the Food and Drug Ad-
ministration to monitor its risks. Tysa-
bri was removed from the market in
2005 after three PML cases. MS pa-
tients clamored for the drug’s return
because of its effectiveness in combat-
ing the symptoms of the chronic, of-
ten-disabling disease, which attacks
the central nervous system.

Uncertainties over Tysabri’s risks
are one of the major reasons large
pharmaceutical companies declined
to bid for Biogen in an auction last

fall. Investors reacted to the news by
punishing the stocks in after-hours
trading. Biogen shares were down
18% before recovering most of their
losses. Elan’s shares fell 42%.

The companies estimate Tysabri’s
PML risk at 1 in 1,000 in the first 18
months of treatment. In clinical trials,
two MS patients contracted PML and
one died. Another patient with
Crohn’s disease also died. “We clearly
believe the risk benefit profile contin-
ues to be favorable for Tysabri,” said
Biogen spokesman Tim Hunt.

Mark Schoenebaum, an analyst
with Deutsche Bank Securities, said
the number of cases are in line with
the published risk, as disclosed on
Tysabri’s label, a fact that is “proba-
bly comforting.”

But the two new PMF cases in-
volved patients taking it as “mono-
therapy,” or with no other drug, as in-

dicated on the Tysabri label. One,
however, had a history of taking
other medications. Many physicians
had hoped that the patients contract-
ing PML had done so because of expo-
sure to multiple medications and
that monotherapy was less risky. In
earlier cases, it took more than two
years before PML was discovered. In
the two new cases of PML, one pa-
tient had been taking the drug for 14
months and the other for 17.

Despite “the real hope and opti-
mism” that many patients and doc-
tors have about Tysabri, Mr. Schoe-
nebaum said the short time the pa-
tients were taking Tysabri and the
lack of exposure to other drugs, espe-
cially in one of the cases, could lead
to reduced usage. Still, he said, “I
would be shocked if this is pulled
from the market.”

The Victory over America palace, begun after the first Iraq War and partially
destroyed during the second, is now a prime tourist spot for military personnel.

Troops pose for pictures in the bombed-out Baath Party conference center near Baghdad’s airport.

Hussein’s grisly, bombed-out palace
is hot tourist stop for troops in Iraq
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Bruce E. Ivins, a biodefense researcher,
is seen in 2003, at Fort Detrick, Md.
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WASHINGTON—The suicide last
week of a U.S. Army biological-
weapons scientist opens a new and
perhaps final chapter in the anthrax
attacks that created a sense of siege
in the U.S. soon after the Sept. 11,
2001, terrorist attacks.

Bruce E. Ivins, a 62-year-old sci-
entist at the Army’s Fort Detrick bio-
logical-weapons lab in Frederick,
Md., emerged as the prime suspect
in a case that had foiled investiga-
tors for years. He was about to be
charged with five counts of murder.
A person describing herself as Dr.
Ivins’s therapist, in an application
for a restraining order, described
him as “homicidal.”

Dr. Ivins had became distraught
in recent weeks as law-enforcement
scrutiny intensified, and he was hos-
pitalized last month after threaten-
ing suicide, a family member said.
He died Tuesday from a prescrip-
tion-drug overdose.

The mailing of deadly disease
spores to congressional offices and
the news media killed five people
and sickened 17 others. It launched
a seven-year federal investigation
that repeatedly took missteps and
met with dead ends.

An Ivins family lawyer, Paul
Kemp, said his client was innocent,
“and we would have established
that at trial.” He added, “The relent-
less pressure of accusation and in-
nuendo takes its toll in different
ways on different people. In Dr.
Ivins’ case, it led to his untimely
death.”

Former U.S. Senate Majority
Leader Tom Daschle, whose office
was a target of the anthrax attacks
in 2001, said Sunday the suicide of
the government’s main suspect
doesn’t mean the case is over, the
Associated Press reported. He said
the FBI hasn’t given him any new up-
dates. He also raised questions
about the quality of the investiga-
tion, noting that the government re-
cently paid out almost $6 million to
a former Army scientist, Steven Hat-
fill, who accused authorities of un-
fairly targeting him in the anthrax
case.

The U.S. Justice Department
said only that “substantial progress
has been made in the investigation
by bringing to bear new and sophis-
ticated scientific tools.” U.S. offi-
cials wouldn’t offer further detail.

In 2006, Federal Bureau of Inves-
tigation Director Robert Mueller or-
dered a new look at the case. Agents
began re-examining years of evi-
dence, witness statements and
hunches. The effort was “one of the
most complex and comprehensive
ever conducted by law enforce-
ment,” the FBI said.

Dr. Ivins was part of a team of
weapons experts that the task force
turned to to examine evidence and
spore samples from postal facili-

ties. He became a suspect when in-
vestigators re-examined a 2002 an-
thrax spill at the lab that he didn’t
report when it happened, according
to an Army report on safety lapses.

Friends and former colleagues
at Fort Detrick expressed skepti-
cism that Dr. Ivins was responsible
for the attacks. They described an
eccentric and gregarious worka-
holic who, through diligent and
careful work, became one of the
country’s premier anthrax experts.

“He was probably one of the few
people in the country that was re-
ally conversant about anthrax,”
said Jeff Adamovicz, his former su-
pervisor in the bacteriology divi-
sion. His research proved critical to
the development of a second-gener-
ation anthrax vaccine, colleagues
said. Dr. Ivins was an important con-
tributor to the anthrax investiga-
tion, helping test specimens as thou-
sands of samples poured in. His
knowledge of the bacteria was so
deep that he could by sight rule on
whether cultured specimens were
relevant to the investigation.

Dr. Ivins’s possible motive re-
mains unclear. The Associated
Press reported Friday that it might
have been a misguided effort to test
vaccine work that was under way at
the lab.

Dr. Ivins was also viewed by in-
vestigators as emotionally unsta-
ble. But ex-colleagues said that
might have been a reaction to inten-
sifying scrutiny.

Richard Spertzel, who was dep-
uty commander of the Army’s biode-
fense lab in the 1980s and knew Dr.
Ivins, was skeptical that anyone
working at the lab or Fort Detrick
could have made the form of an-
thrax used in the mailings. It would
have required techniques and spe-
cialized equipment that a person
couldn’t have kept secret there.
 —Susan Schmidt

contributed to this article.

Scientist’s suicide leaves
anthrax questions in U.S.

Fed policy makers to confront trio of challenges
Key rate may hold
amid weak growth,
inflation, credit woes
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By Sudeep Reddy

U.S. Federal Reserve policy mak-
ers are facing a triple threat in the
economy. Inflation is too high be-
cause of soaring global commodity
prices, growth is too slow as the weak
job market, bleak housing sector and
high fuel prices threaten the outlook
for consumers, and credit markets re-
main in disrepair as the financial sys-
tem struggles through its worst
shock since the Great Depression.

How to balance those risks will
be the focus of the Fed’s policy meet-

ing on Tuesday. The central bank is
expected to leave the benchmark
federal-funds rate, charged on over-
night loans between banks, un-
changed at 2%.

Most Fed policy makers believe
the next move in interest rates is up,
but their views about timing vary.
Two officials, including one who cur-
rently votes on the rate-setting Fed-
eral Open Market Committee, indi-
cated ahead of the June meeting a
desire to raise rates immediately.
Several others since then have sig-
naled an interest in tightening pol-
icy before long to address higher in-
flation and the risk of a price spiral.

But most officials, while still con-
cerned about inflation risks, are
more worried about restoring stabil-
ity to the financial system to pre-
vent more threats to economic

growth. The mood in financial mar-
kets has worsened during the past
six weeks, though it has been punc-
tuated by brief waves of optimism.
Fears about banks’ health are rais-
ing the risk that lending to consum-
ers and businesses could be re-
strained for an extended period.
The Fed’s aggressive measures de-
signed to ease the credit crisis—a se-
ries of new lending tools, in particu-
lar—have helped, but not enough.

The crisis over government-
sponsored mortgage giants Fannie
Mae and Freddie Mac has worsened
some financial conditions. Mort-
gage rates, for instance, are back to
where they were a year ago—even
though the federal-funds rate was
5.25% at the time—while the avail-
ability of home loans is much lower.
That could hurt an already bleak

housing outlook, which would
threaten consumer spending even
more as the job market sours.

Fed officials, caught by surprise
repeatedly over the last year, are
deeply uncertain about the econo-
my’s course. Despite a bump in sec-
ond-quarter growth, they realize
consumer spending may hit pot-
holes by year’s end as the govern-
ment’s stimulus program fades.

Top Fed officials have walked
away from their suggestion at the
June meeting that the risks of
weaker growth “appear to have di-
minished somewhat.” The trouble-
some mix of inflation and growth
problems led the Fed’s policy com-
mittee to avoid explicitly stating the
balance of risks in the statement af-
ter their June meeting. That may be
the course again.
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Europe debt may lure buyers

Hedge funds to show weak July results

Japan’s Fukuda selects
new economic ministers
As popularity fades,
premier addresses
slowdown in growth

U.S. productivity defies trend

Fund Research based on a basket of
60 hedge funds suggest that the in-
dustry could be down 2.8% for the
month. The Standard & Poor’s
500-stock index was down 1% for
July and is down 14% for the year.

“It was a comeuppance month”
for hedge funds, says Jay Krieger,
who runs Fundamental LP, a firm
that invests in hedge funds. Behind
some of the poor performance: Oil
and commodity prices weakened,
hurting funds that piled in recently,
chasing rising energy prices and
global-growth plays.

Some funds that started July
ahead of peers came out of it in the
red. New York-based Jana Partners
LLC’s flagship fund entered July up
more than 4% for the year but fell
9% during the month, hurt by fall-
ing prices of energy stocks, among
others. The $5 billion Jana Partners
fund, Jana’s biggest, is now down al-
most 6% for the year, after deliver-
ing an average annual return since
inception in 2001 of 20%. The fund
invests in stocks and debt, and
sometimes pushes companies’ man-
agement to make changes in an ef-
fort to boost their price.

Hedge funds’ troubles illustrate
a wider problem. These days, mar-
ket movements can be driven more
by sheer emotion than by rational
assessments of what individual as-
sets should be worth. In such mar-
kets, stocks can plunge—or
rally—on the slightest news.

Many hedge fund managers ex-
pect the difficult conditions to con-
tinue, and are increasing their
stockpiles of cash to prepare for
more investor withdrawals, which

already have picked up in recent
months. The gloomy performance
bodes ill for fund managers’ per-
formance fees, which can be a
cushy 20% of gains but are earned
only if funds are up relative to their
peak, a threshold known in the in-
dustry as the high-water mark.

One fund that has seen investors
rushing for the exits is the $2.3 bil-
lion Highland Crusader Fund,
which had built a good track record
investing in troubled or restruc-
tured companies. Investors in the
fund, which is down about 15% this
year, had put in redemption re-
quests for more than 20% of their
money as of the end of June. On Fri-
day, the fund’s manager, Dallas-
based Highland Capital Manage-
ment, said it would pay investors in
installments over a period of as
many as nine months.

Martin Hughes, manager of the
London-based Toscafund Asset
Management LLP and a former
banking analyst, has pursued a
strategy of buying what he believes
to be undervalued and well-man-
aged home-building and financial
stocks, some of which have been
trading at deep discounts to the
value of the assets on their balance
sheets. But fears about the severity
of troubles in the U.K. and U.S. econ-
omies have caused further steep de-
clines in key holdings such as U.K.
homebuilders Redrow PLC and Tay-
lor Wimpey PLC as well as financial-
services firms Aberdeen Asset
Management PLC and Washington
Mutual Inc. As a result, his main
fund is down 26% for the year
through July 17, though he did re-
cently secure about $800 million of
new money from investors. The

firm has had average annual re-
turns of 18% since 2000.

Nicholas Allan, co-founder of
Boyer Allan, said a big problem for
his fund was a June jump in oil
prices that hit Indian stocks. “We
hadn’t anticipated how strong com-
modity pricing would be in an eco-
nomic environment we felt was so
weak,” he said.

Some so-called macro funds,
which focus on broad economic
trends, had been doing well— bet-
ting bank stocks would fall amid
mounting credit losses while prices
of oil and other commodities would
keep rising, spurred by demand
from China and other fast-growing
economies. In recent weeks,
though, even some of them have suf-
fered as moments of euphoria have
sent financial stocks sharply up-
ward, while commodity prices have
fallen.

Having been one of the best-per-
forming strategies for the first half
of the year, macro hedge funds are
down more than 5% in July, accord-
ing to a basket of such funds
tracked by Hedge Fund Research.

RAB said its funds’ holdings,
which consist largely of smaller en-
ergy and natural-resources compa-
nies, have been hit as investors flee
to the relative safety of larger com-
panies, whose shares are more
widely traded and thus easier to
sell in an emergency. The bad per-
formance of the investments came
“despite the fact that the outlook
for many of the underlying invest-
ments in our natural-resources
strategies continued to develop fa-
vorably,” RAB said.

 —Gregory Zuckerman, Serena Ng
and Jenny Strasburg

contributed to this article
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By Sebastian Moffett

TOKYO—Japan’s prime minister
brought in a new economic team Fri-
day, as he tries to boost his low popu-
larity and cope with an economy
that may have slid into recession.

Yasuo Fukuda announced a new
economy minister and finance min-
ister, and said his cabinet would
grapple with the problems caused
by a slowing economy and rising
prices of commodities such as fuel
and grains. “The economy
is facing big confusion,” he
told a televised news con-
ference. “The new cabinet
will push for policies so
that people can feel their
livelihoods are improved.”

The neweconomy minis-
ter is Kaoru Yosano, a vet-
eran lawmaker who has ar-
gued in favor of raising Ja-
pan’s national consumption
tax from the current 5%
rate. He says doing so would
be the best way to alleviate the coun-
try’s huge national debt and to fund
the rising medical and pension costs
of a rapidly aging population.

However,BunmeiIbuki,thenewfi-
nance minister, indicated the govern-
ment wouldn’t immediately increase
the consumption tax. He told a news
conference after his appointment
that “we need to have [additional]
permanent revenue sources over the
long term.” But he said the govern-
ment should consider the matter
over the course of two to three years.

When Mr. Fukuda took office last
September,hekeptinplacemostofthe
team from his predecessor, Shinzo
Abe. That meant Mr. Fukuda, now 72

years old, didn’t put his stamp on the
government. Nearly a year later, he is
seenbythepublicasweakandwithout
a clear vision of where to steer Japan.
His approval ratings have fallen to the
20%-30% range in recent months.

While the next general election
need not be held until September
2009, Mr. Fukuda is under particular
pressure to act on the economy now,
as economists forecast the country’s
worst economic downturn since it
cleared up its banking troubles in
2002.Whengrossdomesticproduct—
the widest measure of economic ac-
tivity—is announced for the April-
June period on Aug. 13, economists
expect a contraction. Many expect a
decline at an annualized rate of be-
tween 2% and 3%.

Mr. Yosano told a news
conference that there was
“a possibility that from a
cyclical perspective, a
downturn may have begun
late last year.” Neither he
nor Mr. Fukuda suggested
concrete ways to remedy
the slowdown.

One problem is that the
cause is largely external: the
world-wide surge in prices
ofrawmaterials,ofwhichJa-
pan is a big importer. This

has led to Japan’s highest inflation in
more than a decade. Corporations are
cutting back plans to invest in facto-
ries and equipment, while many con-
sumers are shopping less. What’s
more,theprevioustwoquartersofpri-
vate-consumption growth were par-
ticularly strong, making a fallback
likely for April-June.

Much of Japan’s growth comes
from exports, but growth from
trade has slowed along with de-
mand from key markets such as Eu-
rope. Economists expect trade to
have made zero contribution to
growth in the latest quarter.
 —Takashi Nakamichi

contributed to this article.

tainly going to be positive for produc-
tivity” on average.

Whatever its cause, the Fed has
taken note of the strong growth. “I
think it’s very striking that even dur-
ing all this uproar…U.S. labor produc-
tivity has continued to grow faster
than almost any other industrial
country, and it just shows how
strong this economy is,” Fed Chair-
man Ben Bernanke said in recent con-
gressional testimony.

At a minimum, productivity’s re-
cent robust performance has si-
lenced those who thought previous
gains overstated a lackluster under-
lying trend. Last year, Fed officials,
according to minutes of one of their
meetings, said some decline in un-
derlying productivity “could not be
ruled out—a development that
could have implications for business
costs and price pressures.”

“There were some anxieties
about whether [trend productivity]
in fact has been elevated,” said Mar-
tin Baily, who was chairman of Presi-
dent Clinton’s Council of Economic
Advisers and is now at the Brookings
Institution. The latest period “sug-
gests that maybe we’re still doing
pretty well,” with the underlying
trend at 2% to 2.5% growth per year.
That could help compensate for the
decline most economists expect in
annual labor-force growth as baby
boomers retire, leaving the upper
“speed limit” of economic growth—
before touching off inflation—proba-
bly close to 3%.

Still, some experts caution
against reading too much into recent
gains. After all, productivity stayed
surprisingly strong during the 2001
recession and its aftermath, which

at the time led some to wonder
whether the economy had entered a
second phase of productivity
growth—sort of a new New Econ-
omy.

The first New Economy, in the
late 1990s, is widely agreed to have
been concentrated in the production
of information-technology equip-
ment. The second phase, at the begin-
ning of this decade, represented the
application of IT to other sectors,
particularly retail—what econo-
mists dubbed the Wal-Mart effect.

Productivity growth slowed from
2005 to 2007, expanding just 1.5% a
year on average. That suggested that
the low-hanging fruit already had

been picked when it came to IT effi-
ciencies. Second-quarter productiv-
ity figures due for release from the
U.S. government Friday will include
revisions to prior years.

The productivity growth in ex-
ports is well above the economywide
average. In a paper last year, a group
of economists found that manufac-
turing plants involved in producing
exports had significantly higher la-
bor productivity, about 26%, than
those that weren’t. The same holds
for services.

“When exports are relatively
strong, that means the most produc-
tive firms in manufacturing and ser-

vices are growing, and that’s going
to increase aggregate productivity
growth,” said one of the paper’s co-
authors, Andrew Bernard, who
teaches at Dartmouth College in
New Hampshire.

Mr. Baily calls that the “silver lin-
ing” of the U.S. dollar’s decline,
which has boosted exports. Net ex-
ports have added to gross domestic
product growth in eight of the last 10
quarters, including a huge 2.42-per-
centage-point contribution last quar-
ter. Housing has subtracted from
growth for 10 consecutive quarters.

By itself, the shift out of construc-
tion may add only fractions of a per-
centage point to productivity. The
same is true with the reallocation to-
ward exports. But the mix, com-
pounded over many years, could
have a significant effect on the econ-
omy’s potential to grow without an
acceleration in inflation.

“This is an area where a few basis
points in growth make a real differ-
ence,” said Mr. Baily.

Unlike in the 1970s, the recent
rise in energy prices is unlikely to
damp productivity. In a recent paper
for the Federal Reserve Bank of At-
lanta, Mr. Dhawan of Georgia State
and a pair of Atlanta Fed economists
found that prior to 1982, higher en-
ergy prices negatively affected pro-
ductivity as measured by total factor
productivity. “This spillover has
since disappeared,” they wrote.

And it may even go the other way.
Despite soaring prices for materials,
U.S. companies are reporting little
ability to pass cost increases along
to consumers. That may leave them
no choice but to squeeze out more
productivity to avoid a big hit to
their profits.

Continued from first page
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The recent rise in
energy prices is
unlikely to damp
productivity.

U.S. and euro zone will come down
0.4 point over the next three to six
months.

The diminishing gap on 10-year
yields reflects the shifting outlook
for growth and inflation in the three
regions. Of the three central banks,
the Fed has been the most aggressive
in cutting interest rates in response
to the subprime-mortgage crunch
that began last summer, which in
turn has dragged down U.S. yields.

European central banks generally
have been more hawkish as fighting
inflation is their sole mandate. Infla-
tion has accelerated this year,
boosted by an increase in oil and
food prices, putting upward pres-
sure on yields. The European Central
Bank raised its benchmark rate last
month to 4.25%. The Fed’s target
rate is 2%, while the Bank of England
has cut its main rate twice this year,
to 5%.

But with crude prices coming off
a recent peak, there is hope that infla-
tion in Europe may soon come off its
lofty levels. Economic data in the
past week, from manufacturing sur-
veys and retail sales to consumer sen-
timent, suggest that growth in Eu-
rope has deteriorated broadly, espe-
cially in the U.K.

“It is a positive backdrop for
bonds when inflation is peaking and

central banks stop hiking,” said
Steven Major, global head of fixed-in-
come research at HSBC Holdings
PLC in London.

Such a shift means yields on Euro-
pean government debt have more
room to drop—and prices to rise—
while yields on Treasurys will be
pressured higher by rising supply
due to a widening budget deficit, Mr.
Major said.

Lehman’s Mr. Arora said U.K. gov-
ernment bonds are the “best place”
to bet on price gains, as the economy
there is weakening amid a tumbling
housing market.

U.S. Treasurys, especially the
back end of the curve, will see yields
go up on mounting supply pressure
due to a bulging budget deficit. Debt
issuance is already on the rise. The
Treasury Department is set to sell
$17 billion of 10-year notes Wednes-
day followed by $10 billion in
30-year bonds a day later.

Yet so far this year, Treasurys
have outperformed their European
peers. In local-currency terms, Trea-
surys have handed investors a return
of 2.66% through July, which com-
pares with 1.78% in German govern-
ment bonds, and 0.06% in U.K. gov-
ernment bonds, according to data
from Lehman Brothers. Japanese
government debt has returned
0.34%.

Continued from first page
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British Energy, EDF hopeful
Merger falls through
at last minute but
discussion continues

By Alan Cullison

KABUL, Afghanistan—In a blow
to al Qaeda in Pakistan, the terrorist
group confirmed Sunday that one of
its top weapons researchers, Abu
Khabab al-Masri, was killed, appar-
ently in a U.S. missile strike.

For more than a decade, Mr. Masri
moved in the top echelons of al Qaeda
as a bomb maker and innovator of the
group’s mostly feckless attempts to
build viable chemical and biological
weapons. While his expertise is re-
placeable, Mr. Masri’s death further
degrades the old guard who were
trusted by al Qaeda leaders Osama
bin Laden and Ayman Zawahri.

Al Qaeda confirmed Mr. Masri’s
death in a posting on Islamist Web
sites Sunday, calling him an “expert”
who left behind a generation of stu-

dents. He was ru-
mored to have
been killed in a
missile strike in
a village in Paki-
stan’s northern
tribal areas.

The timing of
Mr. Masri’s death
in the attack coin-
cided with a visit
to the U.S. by Pa-
kistan’s new
prime minister,
Yousuf Raza Gi-

lani, who is under pressure to do
more to combat Islamists on Paki-
stan’s border with Afghanistan.

Mr. Masri, who carried a $5 mil-
lion bounty on his head, was part of
a well-educated Egyptian cadre in
al Qaeda that has developed and di-
rected some of the group’s most
spectacular attacks. Experts say he
likely helped train the suicide bomb-
ers who attacked the USS Cole in Ye-
men in 2000 and assisted in the
failed mission of Richard Reid, a
British citizen, who tried to blow up
a trans-Atlantic airline flight with a
bomb concealed in his shoe in 2001.

A chemist by training, Mr. Masri
started in al Qaeda as a bomb maker
but branched out into the develop-
ment of biological and chemical
weapons after the terror group set-
tled in Afghanistan in the 1990s.
There he was entrusted with part of
al Qaeda’s so-called yogurt project
to develop weapons of mass destruc-
tion, and operated a training camp
in the village of Derunta. He tried un-
successfully to develop an anthrax
weapon and, with Dr. Zawahri, tried
to develop poisons that could kill
more quickly by mixing them with
chemicals that caused them to be ab-
sorbed into the skin more rapidly.

It isn’t clear how much of the re-
search bore results, though U.S. au-
thorities said Mr. Masri did gas some
dogs at the Derunta training camp.
U.S. authorities said he provided hun-
dreds of Mujahidin with hands-on
training in the use of poisons and ex-
plosives and distributed training
manuals showing how to make chem-
ical and biological weapons.

Bruce Hoffman, a terrorism spe-
cialist and professor at Georgetown
University, noted that one of Mr. Mas-
ri’s students was Kamal Bourgass,
who was convicted in 2005 of trying
to spread poisons on streets in the
U.K. “He had his hands in a lot of dif-
ferent things,” Mr. Hoffman said.

In April, U.S. officials confirmed
that another senior al Qaeda plan-
ner, Abu Obaidah al-Masri, alleged
mastermind behind the 2005 Lon-
don transportation bombings, died
in Afghanistan last year of hepatitis.

By Dana Cimilluca

And David Gauthier-Villars

Electricité de France SA and
British Energy Group PLC are hold-
ing out hope that their marriage
can still happen, despite a last-
minute collapse of a $24 billion
plan that could reshape Britain’s
energy industry.

British Energy’s purchase by
EDF fell apart late Thursday night
after two major British Energy
shareholders objected to the price,
according to people familiar with
the situation. Friday, neither side
was ready to pronounce the deal

dead, with British Energy issuing a
statement indicating that talks are
continuing. A person close to EDF
said the company still wants to pur-
sue talks.

British Energy shares, after
dropping 7.5% on the news, re-
bounded a bit and were down 4% at
700 pence ($13.81) at the close of
trading in London.

Officials at EDF, who believed
they had the support of British En-
ergy’s board, were stunned to re-
ceive a call Thursday night inform-
ing them that the board wouldn’t
approve the deal, people familiar
with the matter say. EDF’s board
had already approved the deal, and
the company had said it would
hold a news conference in Paris Fri-
day morning.

The deal would have given Brit-
ish Energy shareholders a choice
of about 765 pence a share in cash

or a combination of about 700
pence and a certificate, valued at
roughly 65 pence, that could rise in
value depending on performance.
The British government, which has
a roughly 35% stake in British En-
ergy, was in favor of the deal, val-
ued at £12 billion ($23.7 billion).

When British Energy ran the
agreement Thursday past Invesco
Asset Management Ltd. and M&G
Investments, they balked, accord-
ing to a person familiar with the
matter. The two institutional inves-
tors together own about 23% of the
nongovernment shares, and the
prospect of opposition was
enough to dissuade British Ener-
gy’s board from endorsing the
deal. Representatives for the
funds declined to comment or
couldn’t be reached.

Besides presenting an embar-
rassment for both sides, failure of

the deal could delay ambitious
U.K. government plans to build a
new fleet of nuclear-power plants
to plug a looming energy gap.
 —Selina Williams

contributed to this article.

Yousuf Raza
Gilani
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On the London Stock Exchange
Friday’s close: 700 pence, down 4%
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I
F YOUR start-up has got
to the point where you
alone can’t do all the

work, it’s time to do some
hiring.

But hiring decisions
aren’t cut and dried. Many
start-ups can’t afford to pay
the same salaries as big com-
panies and it is hard to find
someone who you can trust
to help run your business.

From Brad Sugars of En-
trepeneur.com, consider these three suggestions:
Don’t hire someone just because you know them;
avoid taking on a partner just because you can’t af-
ford to hire; and stay away from hiring for hiring’s
sake. Clearly define the job you need to fill and
what skills are required. —Marshall Loeb

Bullying on firms’ radar
Some U.S. employers
take steps to prohibit
aggressive behavior

T
O BOOST your
odds of success in
an overseas stint,

take the time to im-
merse yourself in the
culture, advises Erik Du-
erring, co-author of
“Leadership Success in
China: An Expatriate’s
Guide.”

To gain insight into how people live and interact,
use public transportation, shop at local stores and
dine in area restaurants, says Mr. Duerring, who is
also director of consulting services, Asia, for Develop-
ment Dimensions International.
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By Cari Tuna

A
RECENT U.S. court case
and new research are fo-
cusing attention on “work-
place bullying,” prompt-
ing some employers to

take steps to curb aggressive behav-
ior.

Experts define workplace bullying
as subtle, persistent and often nondis-
criminatory harassment of co-work-
ers. Unlike sexual or racial harass-
ment, workplace bullying isn’t neces-
sarily illegal. But bullying can contrib-
ute to absenteeism and turnover and
escalate into illegal behavior if left un-
checked, experts say.

In April, the Indiana Supreme
Court reinstated a $325,000 verdict
for Joseph Doescher, a former medi-
cal technician who had sued Daniel
Raess, a cardiovascular surgeon, for
assault in 2002.

Mr. Doescher’s attorneys por-
trayed Dr. Raess as a verbally abusive
workplace bully. In the 2002 incident,
Mr. Doescher claimed Dr. Raess yelled
at and advanced toward him with
clenched fists. Dr. Raess’s lawyers ar-
gued that the bully label was irrele-
vant and the surgeon’s actions didn’t
amount to assault. But four of the five
justices disagreed, deeming work-
place bullying an “entirely appropri-
ate” term.

The ruling doesn’t mean that em-
ployees can sue for workplace bully-
ing alone. But Kevin Betz, who repre-
sented Mr. Doescher, calls the ruling
“a major breakthrough,” as the first
time a court recognized bullying as an
issue. Dr. Raess and his lawyer didn’t
return requests for comment.

The Indiana decision came amid
growing concern about workplace bul-
lying. Garry Mathiason, a senior part-
ner at Littler Mendelson, a leading em-
ployment-law firm, says more corpo-
rate clients are raising the issue, moti-
vated by legal questions, as well as
concerns about the impact on produc-
tivity. Littler Mendelson featured bul-
lying among its “breaking trends” in
labor law at a conference for U.S. em-

ployers this year.
Angela Cornell, an associate pro-

fessor at Cornell Law School who spe-
cializes in employment law, says work-
place bullying is common enough that
employers should “nip it in the bud be-
fore it becomes a problem.”

Graniterock, a Watsonville, Calif.,
construction-materials distributor, is
trying to do just that. In June, Gran-
iterock added nondiscriminatory bul-
lying to its list of prohibited conduct
in the workplace, which already in-
cluded harassment based on gender,
ethnicity and other protected sta-
tuses.

Graniterock Chief Executive Bruce
Woolpert says the policy grew out of
events at the company. He says bully-
ing and intimidation are common in
the construction industry. At Gran-
iterock, he says, one employee made
repeated off-color jokes about an-
other employee’s girlfriend; he also
has seen veteran workers harshly criti-
cize younger employees.

Emotionally abusive coworkers
can hurt a company’s reputation with
customers and employees and poison
a work environment, he says. “It’s not
just the person who is being attacked,
it’s the entire company.”

New research highlights the

prevalence and dangers of work-
place bullying. In a 2007 survey of
1,000 U.S. workers, 44% said they
had worked for a boss they consid-
ered abusive. The survey was spon-
sored by the Employment Law Alli-
ance, an association of 3,000 em-
ployment lawyers.

In a 2004 survey by the National In-
stitute for Occupational Safety and
Heath, 25% of companies reported bul-
lying incidents in the previous year.
More incidents were attributed to co-
workers than to supervisors. The
study was part of the institute’s re-
search on work-related stress.

This year, two Canadian profes-
sors concluded bullying can take a
more severe emotional and physical
toll than sexual harassment, perhaps
because companies provide greater
support for victims of the latter. In a
review of 110 studies spanning two de-
cades, the researchers found that bul-
lied employees were more likely than
sexually harassed employees to quit,
report physical and mental health
problems, and be dissatisfied with
their jobs.

Since 2003, lawmakers in 13 U.S.
states have introduced bills that
would ban workplace bullying, but
nearly all have failed. Hawaii passed a

resolution that encourages employ-
ers to adopt antibullying policies. Pro-
posed legislation is pending in New
York. In Connecticut, state Sen. Edith
Prague says she plans to introduce a
measure in January that would ban
bullying in government workplaces.

Some business groups and law-
makers say workplace bullying is too
difficult to define, and a poorly

worded law would expose businesses
to unnecessary lawsuits.

Mr. Woolpert says Graniterock ex-
ecutives reworked their antibullying
policy several times to clarify its mes-
sage. The company now forbids “un-
necessary and rude behavior in-
tended to be offensive and cause emo-
tional distress, including ‘workplace
bullying.’ ”

N
OT READY to retire
just yet? Consider ask-
ing your boss if you

can work part-time or tele-
commute.

A study by Hewitt Associ-
ates found 61% of U.S. compa-
nies have or will develop pro-
grams that let workers retire
in stages. The programs are
intended to hold onto the ex-
perience of baby boomers,

and ease the difficulty of replacing their skills.
Retaining worker experience and skills was cited

by 72% of companies as the most important reason
for offering such programs. Two-thirds of compa-
nies said that offering part-time work year round
was the most effective way to keep workers who
are near retirement.  —Associated Press

Tips for start-ups looking
for help running business
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If you work at home, your employer may be watching

Co
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Find more career-planning and job-hunting advice,
at WSJ.com.Careers.

MANAGING

7
RETIRING

By Sue Shellenbarger

T
HE CLIPBOARD-TOTING,
clock-watching, quota-set-
ting productivity expert, peer-

ing nosily over your shoulder at
work, has been out of fashion in busi-
ness schools for decades.

Now he’s back, in electronic
form—in the home office.

In a budding trend that some em-
ployment experts say is invasive,
companies are stepping up elec-
tronic monitoring and oversight of
tens of thousands of home-based in-
dependent contractors. They’re tak-
ing photos of workers’ computer
screens at random, counting key-
strokes and mouse clicks and snap-
ping photos of them at their comput-
ers. They’re plying sophisticated
technology to instantaneously de-
tect anger, raised voices or children

crying in the background on work-
ers’ home-office calls. Others are us-
ing Darwinian routing systems that
keep calls coming so fast workers
have no time to go to the bathroom.

Peter Weddle, an author, consult-
ant and researcher on employment
Web sites, calls the trend “21st Cen-
tury Big Brotherism” that risks be-
ing “horribly intrusive.” Skilled
workers “don’t need someone look-
ing over their shoulders,” he says.
But while the monitoring can put a
damper on home life, many people
are so eager to avoid commuting
hassles that they see the practice as
an acceptable tradeoff.

The technology so far affects
mainly freelance information-tech-
nology workers, writers, graphic-de-
sign artists and call-center agents.
But as telecommuting grows amid
soaring fuel costs, more people will

find themselves on an electronic
leash. The monitoring itself may
speed the growth, because it tears
down one of the biggest obstacles to
working at home—employers’ fear
that remote workers will slack off.

Electronic monitoring is built
right into freelance transactions at
oDesk.com, which links 90,000 com-
puter programmers, network admin-
istrators, graphic designers, writers
and others with about 10,000 clients
world-wide. The system takes ran-
dom snapshots of workers’ com-
puter screens six times an hour,
records keystrokes and mouse clicks
and takes optional Web cam photos
of freelancers at work. Clients can
log into the system anytime and see
whether contractors are working,
what they’re doing and how long it’s
taking them; clients’ weekly bills are
based largely on the data. A small

computer-screen icon pops up at the
bottom of workers’ screens each
time a screen shot is taken.

ODesk Chief Executive Gary
Swart says a client paying a
freelancer likes knowing “You
can’t play Blackjack. You can’t
watch YouTube. Why? Because I’m
watching you work.” When one
oDesk client questioned an in-
flated bill from a freelancer, a
check of the screen shots revealed
he had been watching a cricket
game online. The freelancer re-
duced his bill.

One big oDesk competitor, Elance.
com, says installing “spyware,” as
one Elance executive calls it, is going
too far. Elance recently unveiled a
monitoring system of its own that al-
lows freelancers to document their
work electronically, but leaves con-
trol entirely in freelancers’ hands.

Advice for succeeding
in a foreign assignment

WSJ.com

U.S. firms offer programs
to let workers go in stages
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A
FACTORY oper-
ated by Airbus in
Laupheim, Ger-

many, will be sold to
Germany-based Diehl
Group and Thales SA
of France, officials
said.

Herbert Wust,
whose Diehl Founda-

tion is part of a venture with Thales, said the plant
would be operated by the venture starting Oct. 1.

The sale of the Laupheim site is part of Airbus’s re-
structuring program, aimed at cutting costs and boost-
ing profitability after expensive delays to the super-
jumbo A380 and the midsize A350. Airbus parent Euro-
pean Aeronautic Defence & Space Co. said the plant
has 1,100 employees and produces cabin linings, com-
partments and air ducts for planes.  —Associated Press

F
RENCH new-car regis-
trations for July suggest
that skyrocketing fuel

and energy prices are starting
to take their toll on second-
half auto sales.

Renault SA’s new-car reg-
istrations fell 0.2% last
month from a year earlier to
183,014 vehicles, compared
with a 1.6% rise in June, said
the French auto manufactur-
ers association. Sales of the

Renault brand alone were down 3.7%. Rival PSA Peu-
geot-Citroën SA saw a 0.9% rise in sales last
month—a marked slowdown after a 3.7% increase in
June. Overall French registrations of new cars fell
0.2% in July to 183,014 vehicles, compared with a
1.6% rise in June.  —David Pearson

European venture to buy
Airbus plant in Germany
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Fuel prices start to take
a toll on sales in France

K
INGFISHER
PLC, Europe’s
biggest home-

improvement retailer
by sales, said it sold
its underperforming
Italian business, Cas-
torama, for £440 mil-
lion ($868.4 million)
to closely held French

company Groupe Adeo SA.
Castorama opened its first store in Italy in 1988

and now has 31 stores and more than 2,200 staff
there. For the year ended Feb. 2, the business
posted a retail profit of £29 million and sales of
£314 million. It had net assets of £341 million.

Proceeds will be used to reduce U.K.-based King-
fisher’s net debt of around £1.5 billion, said Chief Ex-
ecutive Ian Cheshire.  —Lilly Vitorovich
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Showtime for MySpace
Investors want to see
if super-targeted ads
boost the bottom line

Siemens to sell majority
of cordless-handset unit
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By Amol Sharma

And Emily Steel

W HEN NEWS CORP. reports
its fiscal 2008 earnings
Tuesday, investors will

scrutinize the company’s plans to
generate more advertising revenue
from the enormous amount of traf-
fic on its MySpace social-network-
ing Web site.

One initiative could be critical to
MySpace’s success: a system that

lets marketers aim
their ads at particu-
lar groups of users.

As part of this “hypertargeting” sys-
tem, MySpace has analyzed the pro-
files of its users to gauge their inter-
ests and then categorized them into
more than 1,000 “buckets,” includ-
ing rodeo watchers, scrapbook en-
thusiasts and “Dancing with the
Stars” viewers.

“The beautiful thing about My-
Space is that people go on every day
and share with us what they’re pas-
sionate about, what their interests
are,” says Adam Bain, who heads the
hypertargeting initiative.

The marketing service was
launched last fall, and feedback
from some early advertisers has
been positive. Concert promoter
Live Nation Inc. says the Coldplay
summer-tour page on its Web site
got a good bump in traffic after the
company bought display ads on My-
Space directed at fans of Coldplay,
as well as those of bands with over-
lapping audiences, like Modest
Mouse and Death Cab for Cutie.

But it’s far from clear that the ad-
targeting service will allay growing
concerns about the business pros-
pects of MySpace and other online
social networks. Because a signifi-
cant number of MySpace user pro-
files contain suggestive or other-
wise edgy photos or language, many
big marketers still worry that their
ads could end up alongside inappro-
priate material. They also worry
that social-networking users tend
to ignore ads.

Privacy concerns about online
ad targeting also pose an issue. My-
Space rival Facebook faced a wave
of complaints from consumers
when it unveiled a new advertising
feature last year that updated users’
friends about online purchases the
users had made. Last Friday, a con-
gressional committee asked 33 tech-
nology companies, including Goo-
gle Inc., Microsoft Corp. and Yahoo
Inc., to provide information about
their ad-targeting policies.

The stakes are high for MySpace
and News Corp., which acquired the
site three years ago for $580 million
just as MySpace was becoming a
Web phenomenon. The site has be-
come one of the Web’s biggest desti-
nations, with 118 million unique
monthly visitors, according to Inter-
net tracking firm comScore Inc. But
questions are growing about News
Corp.’s ability to turn that huge audi-
ence into big profits. Earlier this
year, the company said its Fox Inter-
active Media division, which in-
cludes MySpace, would miss its
$1 billion revenue target for fiscal
2008. Research firm eMarketer ex-
pects MySpace, which accounts for
most of the division’s revenue, to
bring in about $755 million this
year. (News Corp. also owns Dow
Jones, publisher of The Wall Street
Journal.)

Much of MySpace’s current reve-
nue is coming from splashy ads on
the MySpace home page, such as a
recent campaign to promote the lat-
est Batman film, “The Dark Knight.”
But there’s a limit to how many of
those kinds of ads MySpace can sell,
because the home page has only one
spot for ads. Another big source of
revenue is Google, which agreed to
make payments to MySpace total-
ing a minimum of $900 million over
three years for the right to broker
sponsored links on the site. But half-
way through the deal, both sides
have hinted that performance has
been disappointing, with few users
clicking on the ads Google displays
in response to searches.

James Kiernan, a media buyer at
Starcom MediaVest who has han-
dled hypertargeting campaigns for
a dozen or so Procter & Gamble Co.
brands on MySpace, says he has
seen the approach yield a 25% to
30% increase in consumer response

compared with regular ad buys. My-
Space, which has cheap advertising
rates by industry standards (only a
few dollars at most for one thou-
sand displays of an ad, compared
with the $50 or $60 per thousand
charged by some sought-after niche
sites), says it can charge roughly
double those rates by offering tar-
geting. “The closer you get to the au-
dience you want, the better you get
in terms of clicks or sales of the prod-
uct,” says Sean Muzzy, senior part-
ner and media director at digital-ad
agency Neo@Ogilvy.

But there are plenty of skeptics.
Big brands are experimenting with
hypertargeting—Adidas ran a cam-
paign aimed at MySpace soccer
fans, while McDonald’s bought ads
targeted at coffee drinkers—but no
one is committing huge sums yet.
The biggest concern among market-
ers is that social-network users sim-
ply aren’t in the mood to pay atten-
tion to ads while they are exchang-
ing messages with friends or look-
ing at photos.

For some marketers, especially
small ones, more-generic targeting
suffices. The New York Health & Rac-
quet Club spent $5,000 on a My-
Space campaign that displayed 2.3
million ads to users on the site.
Though the health club could have
chosen to target ads at people who
say in their profiles that they enjoy
rock climbing, yoga or working out,
it chose instead to simply target by
age and ZIP codes near its facilities.
The club said it was relatively happy
with the campaign, which gener-
ated roughly 1,000 clicks, a re-
sponse rate of just 0.04%.

Mr. Bain argues that the hyper-
targeting system won’t just pay off
by boosting ad sales. It’s also a way
for marketers to glean valuable in-
formation about their target audi-
ence. If the advertiser wanted to
reach scrapbooking hobbyists, for
example, it could find 236,475 of
them on MySpace. But the system
also shows that 99% of them are fe-
male, and lists several other hob-
bies they tend to be interested in, in-
cluding sewing, baking and watch-
ing the TV show “Grey’s Anatomy.”

“We’re in a position to help them
refine the research they’re doing
about their customers,” Mr. Bain
says.
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Siemens hangs up
The German engineering conglomerate has jettisoned unprofitable
telecommunications-equipment holdings - formerly its biggest 
source of revenue - in stages over the past three years:

June 2005: Siemens sells its 
mobile-handset business, with about 
Œ5 billion in annual revenue, to 
Taiwan's BenQ.

June 2006: Siemens agrees to fold the 
largest part of its telecom unit, with
about Œ9 billion in revenue, into a 
50-50 joint venture with Finland's 
Nokia.
November/December 2006: German 
police raid Siemens to investigate 
suspicious transactions at its telecom 
unit, triggering a bribes-for-business 

scandal. Siemens identifies Œ420
million in questionable payments at
the unit and postpones the start of the
Nokia joint venture for three months.

July 2008: Siemens sells a 51% stake in
another telecom-equipment business,
with about Œ3 billion in revenue, to 
U.S.-based Gores Group. Three days
later it sells an 80.2% stake in the last
telecom-equipment business still 
under its control, with about Œ800
million in revenue, to Germany's 
Arques Industries.

Sources: Siemens; WSJ reporting

ADVERTISING

By Mike Esterl

Siemens AG will sell a majority
stake in the last remaining telecom-
munications-equipment business
under its control as the German
conglomerate restructures to nar-
row its focus and raise profit.

Europe’s largest engineering
company by revenue said Friday
that it will sell an 80.2% stake in its
cordless-handset unit, which had
about Œ800 million ($1.24 billion)
in sales last year, to Germany’s
Arques Industries AG. Siemens
didn’t disclose financial terms but
said it expects to book a “double-
digit million” euro loss when the
deal closes in September.

The divestment process, car-
ried out in stages since 2005, has re-
shaped a company that began as a
19th-century manufacturer of tele-
graph equipment and still gener-
ated about Œ20 billion in annual
revenue from telecom equipment
earlier this decade. In more recent
years, Siemens’s telecom business
racked up big losses as lower-cost
rivals snapped up market share.

Siemens’s telecom unit also
sparked a massive bribes-for-busi-
ness probe that burst into public
view after a German police raid in
late 2006. The Munich-based con-
glomerate has since flagged more
than Œ400 million in suspicious
transactions in 2000 to 2006 at its

telecom businesses and was fined
Œ201 million by a German court
last October for bribes paid in Nige-
ria, Russia and Libya.

The sale of the cordless-hand-
set unit came just three days after
Siemens said it found a buyer for a
51% stake in a larger business that
sells a broad range of telecom
equipment to corporate custom-
ers. That business, which Siemens
is selling to U.S.-based Gores
Group LLC, has annual revenue of
about Œ3 billion.

The rapid-fire transactions un-
derscore Chief Executive Officer Pe-
ter Löscher’s desire to book as
many restructuring costs as possi-
ble in Siemens’s current fiscal year,
which ends Sept. 30. The asset sale
to Gores also is slated to close next
month and result in a negative fi-
nancial impact of as much as Œ1 bil-
lion for Siemens in the current
quarter.

Mr. Löscher left U.S.-based
Merck & Co. to take the reins at Sie-
mens in July 2007 as part of a man-
agement shake-up at the German
conglomerate in the wake of the
bribery scandal. Last year, the CEO
collapsed Siemens’s myriad busi-
nesses into three divisions: indus-
try, energy and health care.

The company outlined plans
last month to cut 16,750 jobs world-
wide, or about 4% of its work force,
and further streamline operations.

Kingfisher sells Italy unit
to Adeo for $868.4 million
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By Carol Hymowitz

A L CHAKRA just completed a
four-week assignment for In-
ternational Business Ma-

chines Corp. that was different from
anything he has done in his 14 years
at the company.

The software-development man-
ager from IBM’s Raleigh, N.C., office
spent July in Timisoara, Romania,
where he helped a furniture manu-
facturer become more efficient and
more computer-savvy—offering his
expertise free. With Mr. Chakra in Ti-
misoara were eight IBM colleagues
from five countries. Each was as-

signed to help a dif-
ferent company or
nonprofit organiza-

tion, sharing work proficiencies and
cultural backgrounds.

They were among the first volun-
teers in IBM’s new Corporate Ser-
vice Corps program, which aims to
stretch the company’s vast global
reach while building a network of in-
ternational teams. “The premier
new emerging markets are in places
where most big companies don’t yet
do a lot of business—and we want to
build a leadership cadre that learns
about these places and also learns to
exchange their diverse backgrounds
and skills,” said Stanley Litow, vice
president of corporate citizenship.

Over the next three years, IBM,
which last year derived two-thirds
of its revenue outside the U.S., will
donate the time and services—val-
ued at about $250 million—of about
600 of its employees for month-long

projects in countries where it wants
a bigger footprint. Among the coun-
tries are Romania, Turkey, Ghana,
Vietnam, the Philippines and Tanza-
nia. The company uses a nonprofit
organization, Citizen’s Development
Corps in Washington, D.C., to con-
nect it with the overseas groups.

Many multinational companies,
such as Procter & Gamble Co. and
General Electric Co., also are send-
ing volunteer staffers overseas or
tapping rising stars for international
assignments. But IBM, with clients in
170 countries and two-thirds of its
work force outside the U.S., is the
first to combine international com-
munity service and team leadership
development in a single program.

“I felt like I won the lottery when
I got accepted,” said Mr. Chakra, who
manages a large group of software
developers and has more than 58 pat-
ents. More than 5,500 IBM employ-
ees applied for 100 spots on six
teams being sent out this year.

Mr. Chakra and his eight col-
leagues were lodged in a small house
in Timisoara, known as Romania’s

Silicon Valley because of the local
technical university. Together, the
team represented a wealth of busi-
ness and global experience. Keiji
Takeda from Tokyo is an engineer
knowledgeable about network inte-
gration. Bronwyn Grantham, an Aus-
tralian who lives in London, has ex-
pertise in financial management.
Chitra Andrade, a neuropsycholo-
gist from Bangalore, India, works in
human resources.

Mr. Chakra had visited Romania 14
years ago when the country was
emerging from communism. This
time around, he found “a young entre-
preneurial generation” eager to take
advantage of Romania’s new member-
ship in the European Union, he said.

Mr. Chakra’s project was helping
GreenForest, a manufacturer of of-
fice, hotel, school and industrial fur-
niture. The plant, started in 1992, is
run by two of its three founders, who
were all recent college grads at the
time. Today, in addition to local
sales, the company exports its prod-
ucts to Belgium and Italy. GreenFor-
est now has more than 3,000 clients.

Mr. Chakra arrived to find the
company looking to cut costs and im-
prove efficiency. It was getting bur-
ied under paperwork. He advised
GreenForest’s co-CEOs on how to be-
come a paperless company within
three years, and recommended
equipment and computer systems
needed to boost production and in-
crease exports to Western Europe.

On his first visit, he noticed that
one employee assigned to drill holes
into desks that were being assem-
bled had to pause constantly to
spray away sawdust. Mr. Chakra sug-
gested that the company devise a
simple foot-pedal spray device the
worker could use while drilling. “I’m
not a mechanical engineer, but I saw
a way to increase output of the ma-
chine by about 50%,” he said.

IBM team member Ms. Andrade
worked with a nonprofit foundation
that offers services to disabled
adults. Mr. Takeda offered his knowl-
edge about IT networking to Tibiscus
University. Ms. Grantham spent her
four weeks helping Pasmatex, a tex-
tile manufacturer, prepare its EU ap-

plication and do financial modeling.
With their time in Timisoara lim-

ited, the volunteer team focused on en-
couraging innovative thinking.

“We’re all used to jumping into
projects and doing, doing, doing, but
we can’t fix everything in a
month—so we have to be teachers
and introduce clients to new ways of
thinking about business that they
can use on their own,” said Jennifer
Vickery, who lives in New York and
edits IBM’s employee intranet. She
helped the Timisoara Business Wom-
en’s Association, a group of 60 fe-
male entrepreneurs, create a new fo-
cus. In the past, the group had held
an annual gala to raise money for var-
ious charities. She helped it instead
move from charity to economic de-
velopment by planning to raise schol-
arship money to get women the train-
ing they need to launch businesses.

The experience in Romania
brought the volunteers closer as col-
leagues. Now that they have an idea
of their company’s world-wide staff,
they look forward to working to-
gether on in-house projects.

Al Chakra, fourth from right, with his eight IBM colleagues who spent time in Timisoara, known as Romania’s Silicon Valley, to extend the company’s global reach. The
others, from left, are Bronwyn Grantham, Keiji Takeda, Wei Shi, Praveen Hariharan, Jennifer Vickery, Hiroki Okauchi, Chitra Andrade and Joe Wallace.

Volunteer teams help IBM reach the world
Romania is among
the first countries
to gain from project
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By Geoffrey A. Fowler

BEIJING—With less than a week
before the start of the Olympics, the
International Olympic Committee is
on the defensive about censorship,
protests, pollution, and even the
choice of Beijing as a host city.

IOC President Jacques Rogge
said he had “no regrets” about
Beijing’s Games, and he heaped
praise on the city’s preparations fol-
lowing a short meeting Saturday
with the IOC’s executive board.

Last week was a rocky one for
the organizers, who faced searing
criticism over China’s failure to de-
liver uncensored access to the Inter-
net for reporters covering the
Games, as the IOC said authorities
had promised to do.

“I’m not going to make an apol-
ogy for something that the IOC is
not responsible for,” Mr. Rogge said
at a news conference. “We are not
running the Internet in China. The

Chinese authorities are running the
Internet.”

After a meeting with IOC offi-
cials on Thursday, China opened ac-
cess to several Web sites around the
country that it had previously
blocked, including ones run by hu-
man-rights group Amnesty Interna-
tional, a Hong Kong newspaper of-
ten critical of China’s government
and the Chinese version of Wikipe-
dia. The sites were made accessible
inside the Games’ main press cen-
ter, as well as in cities around the
country, albeit inconsistently. How-
ever, other previously banned sites—
including Human Rights in China
and Web sites affiliated with Ti-
betan independence and the out-
lawed spiritual group Falun Gong—
remained inaccessible both inside
and outside of Olympic venues.

The IOC says it is still negotiat-
ing with Beijing officials for other
sites to be opened. “Let me be very
clear on this: We require the differ-

ent media have the fullest possible
access to report on the Olympic
Games,” Mr. Rogge said.

A spokeswoman for China’s For-
eign Ministry acknowledged there
had been a change in access but de-
clined to comment further.

China employs a sophisticated In-
ternet filtering and censoring sys-
tem that is often called the “Great
Firewall,” and access to sites such
as Wikipedia has come and gone,
seemingly at random, in recent
years. On Thursday, Sun Weide, a
Chinese spokesman for the Olympic
Games, said some Web sites might
be difficult to browse “because they
have spread content that is banned
by the Chinese laws,” according to a

report carried on the state-run Xin-
hua news agency. These laws forbid
the spread of “illegal information”
such as the “preaching of the Falun
Gong Cult,” the report added.

“There has been always a consis-
tent policy to provide open and suffi-
cient Internet access for reporters,”
Mr. Sun added on Friday.

IOC officials argued that the
Games have brought about a more
open Internet than China had be-
fore, but they also tried to play
down Web access, which Mr. Rogge
called “a minor issue in the whole
context of the Games.”

Meanwhile, some athletes are
testing the boundaries of sports and
politics. On Friday, the German mag-
azine Sueddeutsche Zeitung pub-
lished a photo of nine German Olym-
pians posing in their athletic gear
while holding pictures of Chinese
dissidents in front of their faces.

Mr. Rogge said athletes wouldn’t
be barred from criticizing China, as
long as they do it away from the
Olympic village and other Games
sites.
 —Gao Sen

contributed to this article.
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n www.hrichina.org (Human Rights In China)

n en.epochtimes.com (Epoch Times newspaper)
n clearwisdom.net (Falun Gong information)

n studentsforafreetibet.org (Students for a Free Tibet) Source: WSJ reporting

Web-site access in China
Unblocked across China:

Blocked, including inside Olympic venues:

n www.amnesty.org (Amnesty International)

n zh.wikipedia.com (Chinese Wikipedia)

n appledaily.atnext.com (Hong Kong’s Apple Daily newspaper)
n www.bbc.co.uk/chinese (Chinese-language service from the BBC)

n www.hrw.org (Human Rights Watch)
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Loss adds to GM pressure
Board meets Monday
amid new questions
about chief ’s future

BMW shifts its strategy
as net profit slumps 33%

By John D. Stoll

And Neal E. Boudette

DETROIT—General Motors
Corp., in another major blow to its
turnaround effort, on Friday re-
ported a $15.5 billion net loss for the
second quarter.

The huge quarterly loss—the
third-biggest in GM’s history—
marks the latest chapter in the
long, rough slide of the auto maker,
a company that once dominated
the world automotive industry. It
comes at a time when the entire
business is in turmoil amid the U.S.
economic slowdown. GM and its
two Detroit rivals are being forced
to ratchet back or phase out their
leasing programs, long a linchpin
of sales, because declining car val-
ues are undermining the econom-
ics of the business.

But even foreign brands are skid-
ding. Nissan Motor Co. said Friday

that net profit fell 43% its fiscal
first quarter, as increased sales to
emerging markets failed to make
up for the negative effect of a stron-
ger yen and a downturn in the U.S.
market. BMW AG, also hurt by the
weak U.S. market, reported second-
quarter profit fell 33%. About a
week ago, Ford Motor Co. posted a
second-quarter loss of $8.7 billion.

GM’s board has a regularly
scheduled dinner meeting on Mon-
day. Chairman and Chief Executive
Rick Wagoner and other executives
are expected to attend. The board
has been briefed on the second-
quarter loss and is expected to look
at the results in detail.

Board members Armando Cod-
ina, George Fisher, the lead inde-
pendent director, and several
other members didn’t respond to
repeated calls for comment.

One board member, reached by
phone, said he isn’t yet familiar with
details of Monday’s agenda or who
will be in attendance but expects the
company’s condition to be a topic of
conversation. “Things are tough,
and it’s a hard road for them.”

GM’s performance, which was
worse than analysts expected, in-
creases the pressure on Mr. Wag-
oner to show he can steer the com-
pany back to profitability. From
2005 to 2007, GM lost a cumulative
$50 billion. In the first two quar-
ters of 2008, it has lost an addi-
tional $18 billion.

In the U.S. market, GM has been
hurt by the sharp drop in sales of
trucks and sport-utility vehicles as
consumers seek shelter from high
gasoline prices by shifting to small

cars and more fuel-efficient vehi-
cles. Lower truck sales caused a
$9.9 billion decline in GM’s North
American revenue, to $19.8 billion
from $29.7 billion. On Friday, the
company said U.S. vehicle sales in
July fell 26%.

GM burned through a less-than-
expected $3.6 billion in cash during
the quarter. However, that still
shrinks its war chest of readily
available cash and assets—the
money it needs to pay its bills and
guard against downturns—to
$20.5 billion. Analysts scrutinize
this number to gauge whether the
company has enough funds to stay
afloat.

The earnings were further de-
pressed by an unexpected loss in
Asia, a region that had been gener-
ating steady profits. GM also lost
$2 billion covering unprofitable
auto leases, which lost value amid
the tumbling popularity of used
SUVs and trucks. It took $2.8 bil-
lion in charges related to former
parts division Delphi Corp. and
$3.3 billion related to a buyout of-
fer that cut 19,000 people from the
payroll last quarter.

As recently as July, GM’s board

voiced strong support for Mr. Wag-
oner, who has been CEO for most of
the decade. Mr. Wagoner had
planned to have the U.S. operation
on its feet by 2008—but a weak
economy and unexpected market-
share declines spoiled that agenda.

In light of GM’s extraordinary
losses, some analysts say they have
been discussing whether Mr. Wag-
oner can keep his job. “It has been a
question for the last couple of
years,” said Kenneth A. Elias, a part-
ner at Maryann Keller & Associ-
ates, LLC, an automotive consult-
ing firm. Since Mr. Wagoner began
trying to turn around the company
in 2005, “GM hasn’t made the
moves to resuscitate the business
in North America.”

A spokesman for GM referred
questions about the chief execu-
tive’s job security to Mr. Wagoner,
who declined to comment.

GM’s quarterly loss was a rever-
sal from a year earlier, when it re-
ported net income of $891 million.
Its per-share loss was $27.33, com-
pared to earnings of $1.56 per
share a year earlier.

Mainly because of lower U.S.
sales, revenue fell to $38.16 billion
from $46.7 billion. GM reported
strong profit from its unit cover-
ing Latin American, Africa and the
Middle East, and a modest profit in
Europe.

Its Asian operations lost $65
million, which GM blamed on
higher costs for hedging against
fluctuations in currency values.
Overall, GM’s auto operations lost
$4 billion.

The second-quarter report re-

vealed many areas of concern, par-
ticularly about GM’s cash. The com-
pany said it has enough cash and
available assets to last through
2009, but that is “not particularly
reassuring,” said Calyon Securities
analyst Mark Warnsman. “Clearly,
GM will need to take concrete ac-
tion within the next year or so to im-
prove its balance sheet.”

The company said Friday it
needs to keep $11 billion to $14 bil-
lion on hand at month’s end to pay
its bills and cover fluctuations in
cash flow. It said it plans to draw
down $1 billion from its available
credit lines, in a move to top off its
available cash.

Because it is selling far fewer
trucks—which have much higher
profit margins than cars—and be-
cause it lost $2,000 per vehicle
due to leasing-related write-
downs, GM’s revenue per vehicle
sold in second quarter plummeted
to $17,940, down from $21,575 a
year earlier. That is also $1,200
lower than where transaction
prices were in the same period in
2004, which was before GM imple-
mented a plan to boost per-vehicle
revenue by cutting some of the dis-
counts and deals it was offering to
car buyers.

Problems with its leasing con-
tracts began to surface only in
June. GM, like other auto makers,
relied heavily on lease deals to sell
trucks and SUVs. But as the used-
car market floods with such vehi-
cles, and resale values plummet,
leasing gets much less lucrative for
an auto maker. That’s because the
contracts are based on accurately
predicting a vehicle’s value when
the lessee turns it back in.

Mr. Wagoner and his chief lieu-
tenant, President and Chief Operat-
ing Officer Frederick “Fritz” Hend-
erson, have unveiled a plan to cut
costs by $10 billion and raise about
$5 billion to steady the company
over the next 18 months.

Mr. Wagoner has appeared to
take a step back from the day-to-
day operations of the company
over the past few months. In the
spring, the board promoted Mr.
Henderson to chief operating of-
ficer. He had been GM’s chief finan-
cial officer. He took over responsi-
bility for GM’s company’s global
auto operations, a duty that had be-
longed to Mr. Wagoner.

Some investors have become
restless. Earlier in the second quar-
ter, when Southeastern Asset Man-
agement, which owns at least 7% of
the auto maker, held its annual
meeting, the fund’s president, Sta-
ley Cates, faced complaints about
its stake.

Some Southeastern investors
see GM as one of the firm’s few
“stubborn” holdings, Mr. Cates
said. They “bring up the stubborn-
ness question of ‘should we stay
with these things so long?’ ” he
said.

He said computer maker Dell
Inc. and telecommunications com-
pany Level 3 are two other hold-
ings considered “stubborn.” South-
eastern sees long-term upside in
GM, Mr. Cates said, but acknowl-
edged the next few quarters “look
dismal.”
 —Sharon Terlep

contributed to this article.

WSJ.com

FOCUS ON AUTOS

Losing
traction
Rising incentives 
see profits veer 
off track. Average 
incentive spending
per car in the U.S.

Source: 
Autodata Corp. 

             Percentage
Manufacturer June ’07 June ’08 change

Mercedes-Benz $3,474 $4,692 +35%

BMW 2,874 4,680 +63 

Audi 2,709 4,085 +51 

GM 2,864 2,643 –7 

Ford 3,772 2,569 –32 

Acura 2,031 1,841 –9 

Lexus 816 1,557 +91
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Sputtering
General Motors’ $15.5 billion second-quarter loss comes amid the auto maker’s 
continued sales slide.

*Through July          Sources: the company (net income); Autodata (market share)

GM’s quarterly net income,
in billions

U.S. market share

By Edward Taylor

Luxury-car maker BMW AG is-
sued a hefty profit warning Friday
and signaled a return to more conser-
vative sales tactics, reversing a policy
of using steep discounts and cheap
leases to win U.S. market share.

The German company said it
would cut production and raise
prices globally, especially in the U.S.,
as it disclosed that second-quarter
net profit fell 33% to Œ506 million
($786.3 million) from Œ751 million in
the year-earlier period. Revenue was
down less than 1% to Œ14.6 billion.

Like other premium German
brands selling in the U.S., BMW
faces an increasingly tough choice
between trying to protect profitabil-
ity and holding on to market share,
industry analysts say.

In recent years, BMW has
pushed aggressively to sell cars in
the U.S., using discounts and easy
leasing terms. That trend acceler-
ated during the past year as the U.S.
market turned sour, forcing brutal
price competition to draw custom-
ers into showrooms.

Auto executives and analysts
warn that BMW, Mercedes-Benz
and Audi, the luxury brand of Volks-
wagen AG, all risk losing their most
valuable asset—their exclusiv-
ity—by copying the hard-sell high-
volume tactics U.S. car makers have
used for decades. BMW now ap-
pears to be struggling to return to
its previous sales strategy known as
“pull”—making customers line up
to wait for cars and pay full price, at-
tracted by the belief they are get-
ting an exclusive product.

“Any premium auto maker that
strives to push volume for its own
sake runs the risk of losing exclusiv-
ity,” says Vic Doolan, president of
Volvo Cars North America until
March 2005, and president of BMW
of North America until July 1999.

BMW said Friday it wants to “re-
tain its position as the world’s lead-
ing premium manufacturer.” In
2005 BMW eclipsed Daimler AG’s
Mercedes-Benz to become the
world’s biggest-selling premium
auto maker by sales, in part as a re-
sult of its aggressive sales tactics.
But the Munich-based company
said “volume growth will not be pur-
sued at the expense of profitability.
In the light of the ongoing weakness
of the U.S. dollar and market, sales
volumes will be reduced in the U.S.
on a targeted basis as part of a new
strategy for this region.”

BMW has been among the most

aggressive companies in its use of
discounts to sell cars in the U.S., of-
fering an average $4,680 per car in
June, up 63% from June 2007. Rival
Mercedes-Benz offered $4,692 of
discounts, roughly 35% more than in
June 2007. Audi, which offered
$4,085 per car in June, ramped up
its incentives by 50%, figures sup-
plied by Autodata Corp. show.

The incentives are higher than
those of Ford Motor Co. and Gen-
eral Motors Corp., but they are also
higher than those for Lexus, which
offered incentives of $1,557 per car
in June, and Acura, which offered
discounts of $1,841. Lexus is made
by Toyota Motor Corp., and Acura is
a product of Honda Motor Co.

Cheap leasing deals have also
hurt BMW’s profits. In the second
quarter, BMW booked a charge of
Œ459 million related to its leasing
business, following a Œ236 million
charge in the first quarter.

A sharp downturn in auto mar-
kets in recent weeks means BMW
won’t meet its previous profit tar-
get for 2008, the company said,
warning that 2009 will also be a
tough year. BMW said it expects the
operating margin in its automotive
division to reach “approximately 4%
or higher” in 2008, compared with
6.4% in 2007.

BMW’s bid to boost sales vol-
umes appears to have been eroding
the company’s profitability for
some time. While its auto sales rose
to 1.5 million cars in 2007 from 1.05
million cars in 2002, operating mar-
gins for that segment shrank to 6.4%
at the end of 2007 from 9.2% in
2002. Currency factors, rising in-
vestments in fuel-efficient technol-
ogy, the rising price of raw materi-
als, as well as slumping demand in
the U.S., have contributed toward
eroding profits, the company says.

Rather than seeking to top the
336,000 cars BMW sold in the U.S. in
2007, sales-volume figures are “likely
to be lower than a year ago,” the com-
pany said. On a group level, BMW has
decided to “reduce production vol-
umes and increase selling prices.”

Rival auto maker Audi recently
reduced its sales target in the U.S. to
95,000 units from the 100,000 in
sales it previously had targeted for
this year, a spokesman for the com-
pany said Friday. Daimler, the Stut-
tgart, Germany-based parent com-
pany of Mercedes-Benz, late last
month gave a profit warning and
also said it would give increased em-
phasis to growing volumes profit-
ably.

Online today
John Stoll discusses the growing

financial woes at GM, at
WSJ.com/Video
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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.

2.69% 13 World -a % % 256.98 –1.09% –12.1% 8.09% 6 Stoxx Select Dividend 30 1684.10 0.26% –46.8% 2242.76 0.00% –39.9%

2.70% 13 Stoxx Global 1800 215.00 –0.83% –22.3% 249.89 –1.09% –12.2% 5.32% 7 Euro Stoxx Select Div 30 2138.60 –1.21% –34.9% 2859.05 –1.47% –26.4%

3.44% 11 Stoxx 600 280.20 –1.24% –24.7% 325.70 –1.50% –14.8% 4.95% 14 U.S. Select Dividend -b % % 700.25 0.56% –18.5%

3.52% 11 Stoxx Large 200 302.60 –1.31% –23.7% 349.83 –1.57% –13.7% 9.46% 11 Australia LPT -b, c 1536.20 0.60% –33.2% % %

2.93% 12 Stoxx Mid 200 248.10 –0.99% –28.6% 286.79 –1.25% –19.3% 3.22% 11 Sustainability 888.00 –0.97% –23.0% 1166.72 –1.23% –12.9%

3.23% 11 Stoxx Small 200 156.20 –0.78% –29.2% 180.43 –1.04% –20.0% 2.10% 14 Islamic Market -a % % 2155.07 –1.20% –5.0%

2.33% 14 Stoxx Growth 1355.20 –1.53% –19.4% 1855.04 –1.79% –8.9% 2.44% 13 Islamic Market 100 1717.80 –0.71% –16.7% 2287.72 –0.97% –5.9%

4.49% 9 Stoxx Value 1257.30 –0.97% –27.0% 1721.78 –1.23% –17.4% 4.80% 9 Islamic Turkey -c 2981.10 0.78% 1.3% % %

3.35% 10 Euro Stoxx 310.90 –1.58% –24.1% 361.29 –1.84% –14.2% 6.03% 19 Bahrain -c 237.40 0.14% 8.0% % %

3.43% 10 Euro Stoxx Large 200 333.80 –1.67% –23.8% 385.58 –1.93% –13.8% 2.10% 15 Wilshire 5000 % % 12888.21 –0.45% –10.7%

2.92% 12 Euro Stoxx Mid 200 282.30 –1.05% –24.3% 325.90 –1.31% –14.5% % DJ-AIG Commodity 180.80 –0.11% 6.6% 204.35 –0.37% 20.5%

3.01% 11 Euro Stoxx Small 200 169.30 –1.24% –27.7% 195.37 –1.50% –18.2% % Euro Currency 125.00 % 10.3% % %

*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 5 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 1.0732 2.1191 1.0238 0.1765 0.0457 0.2089 0.0100 0.3044 1.6708 0.2240 1.0446 ...

 Canada 1.0274 2.0286 0.9801 0.1689 0.0438 0.2000 0.0096 0.2914 1.5995 0.2144 ... 0.9573

 Denmark 4.7921 9.4619 4.5715 0.7879 0.2042 0.9329 0.0446 1.3591 7.4603 ... 4.6642 4.4650

 Euro 0.6423 1.2683 0.6128 0.1056 0.0274 0.1250 0.0060 0.1822 ... 0.1340 0.6252 0.5985

 Israel 3.5260 6.9621 3.3637 0.5797 0.1503 0.6864 0.0328 ... 5.4893 0.7358 3.4320 3.2854

 Japan 107.4950 212.2489 102.5471 17.6740 4.5814 20.9269 ... 30.4864 167.3482 22.4319 104.6282 100.1585

 Norway 5.1367 10.1424 4.9003 0.8446 0.2189 ... 0.0478 1.4568 7.9968 1.0719 4.9997 4.7861

 Russia 23.4631 46.3279 22.3831 3.8577 ... 4.5677 0.2183 6.6543 36.5274 4.8963 22.8374 21.8617

 Sweden 6.0821 12.0091 5.8021 ... 0.2592 1.1840 0.0566 1.7249 9.4686 1.2692 5.9199 5.6670

 Switzerland 1.0483 2.0698 ... 0.1724 0.0447 0.2041 0.0098 0.2973 1.6319 0.2187 1.0203 0.9767

 U.K. 0.5065 ... 0.4831 0.0833 0.0216 0.0986 0.0047 0.1436 0.7885 0.1057 0.4930 0.4719

 U.S. ... 1.9745 0.9540 0.1644 0.0426 0.1947 0.0093 0.2836 1.5568 0.2087 0.9733 0.9318

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.
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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 585.00 –22.50 –3.70% 799.25 258.50
Soybeans (cents/bu.) CBOT 1365.00 –39.00 –2.78 1,636.75 622.00
Wheat (cents/bu.) CBOT 794.00 10.25 1.31% 1,278.00 499.00
Live cattle (cents/lb.) CME 107.800 1.500 1.41 113.200 96.200
Cocoa ($/ton) ICE-US 2,996 138 4.83 3,290 1,818
Coffee (cents/lb.) ICE-US 140.15 0.80 0.57 176.05 120.75
Sugar (cents/lb.) ICE-US 14.13 0.20 1.44 15.43 9.72
Cotton (cents/lb.) ICE-US 71.89 –2.61 –3.50 98.45 59.20
Crude palm oil (ringgit/ton) MDEX 2,950 –100 –3.28 3,741 2,861
Cocoa (pounds/ton) LIFFE 1,602 84 5.53 1,748 931
Robusta coffee ($/ton) LIFFE 2,430 22 0.91 2,840 1,488

Copper (cents/lb.) COMEX 357.85 –8.30 –2.27 422.00 276.00
Gold ($/troy oz.) COMEX 917.50 –5.20 –0.56 1,048.00 437.00
Silver (cents/troy oz.) COMEX 1752.00 –27.00 –1.52 2,132.00 1,241.50
Aluminum ($/ton) LME 2,920.50 –59.50 –2.00 3,340.00 2,375.00
Tin ($/ton) LME 21,700 –800 –3.56 25,450 13,525
Copper ($/ton) LME 7,900.00 –170.00 –2.11 8,811.00 6,335.00
Lead ($/ton) LME 2,135.00 –75.00 –3.39 3,875.00 1,564.00
Zinc ($/ton) LME 1,860.00 –55.00 –2.87 3,450.00 1,761.00
Nickel ($/ton) LME 18,250 –525 –2.80 34,050 18,250

Crude oil ($/bbl.) NYMEX 125.10 1.02 0.82 147.90 66.86
Heating oil ($/gal.) NYMEX 3.4368 –0.0225 –0.65 4.1919 1.8600
RBOB gasoline ($/gal.) NYMEX 3.0843 0.0134 0.44 3.6503 1.9600
Natural gas ($/mmBtu) NYMEX 9.389 0.270 2.96 13.752 4.600
Brent crude ($/bbl.) ICE-EU 125.52 0.41 0.33 148.99 74.80
Gas oil ($/ton) ICE-EU 1,129.75 –2.00 –0.18 1,347.25 595.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Aug. 1
Per In

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

Argentina peso-a 4.7307 0.2114 3.0388 0.3291

Brazil real 2.4271 0.4120 1.5590 0.6414
Canada dollar 1.5995 0.6252 1.0274 0.9733

1-mo. forward 1.6001 0.6249 1.0278 0.9729
3-mos. forward 1.6011 0.6246 1.0284 0.9723
6-mos. forward 1.6015 0.6244 1.0287 0.9721

Chile peso 783.77 0.001276 503.45 0.001986
Colombia peso 2780.13 0.0003597 1785.80 0.0005600
Ecuador US dollar-f 1.5568 0.6423 1 1
Mexico peso-a 15.5496 0.0643 9.9882 0.1001
Peru sol 4.3762 0.2285 2.8110 0.3557
Uruguay peso-e 29.891 0.0335 19.200 0.0521
U.S. dollar 1.5568 0.6423 1 1
Venezuela bolivar 3342.92 0.000299 2147.30 0.000466

ASIA-PACIFIC
Australia dollar 1.6708 0.5985 1.0732 0.9318
China yuan 10.6536 0.0939 6.8433 0.1461
Hong Kong dollar 12.1493 0.0823 7.8041 0.1281
India rupee 65.868 0.0152 42.310 0.0236
Indonesia rupiah 14161 0.0000706 9096 0.0001099
Japan yen 167.35 0.005976 107.50 0.009303

1-mo. forward 167.05 0.005986 107.31 0.009319
3-mos. forward 166.46 0.006007 106.92 0.009352
6-mos. forward 165.47 0.006043 106.29 0.009408

Malaysia ringgit-c 5.0806 0.1968 3.2635 0.3064
New Zealand dollar 2.1417 0.4669 1.3757 0.7269
Pakistan rupee 110.922 0.0090 71.250 0.0140
Philippines peso 68.958 0.0145 44.295 0.0226
Singapore dollar 2.1375 0.4678 1.3730 0.7283
South Korea won 1580.93 0.0006325 1015.50 0.0009847
Taiwan dollar 47.808 0.02092 30.709 0.03256
Thailand baht 52.200 0.01916 33.530 0.02982

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

Euro zone euro 1 1 0.6423 1.5568
1-mo. forward 1.0016 0.9984 0.6434 1.5543
3-mos. forward 1.0049 0.9951 0.6455 1.5492
6-mos. forward 1.0096 0.9905 0.6485 1.5421

Czech Rep. koruna-b 23.908 0.0418 15.357 0.0651
Denmark krone 7.4603 0.1340 4.7921 0.2087
Hungary forint 232.98 0.004292 149.66 0.006682
Malta lira 0.4560 2.1928 0.2929 3.4137
Norway krone 7.9968 0.1250 5.1367 0.1947
Poland zloty 3.2093 0.3116 2.0615 0.4851
Russia ruble-d 36.527 0.02738 23.463 0.04262
Slovak Rep. koruna 30.3716 0.03293 19.5090 0.05126
Sweden krona 9.4686 0.1056 6.0821 0.1644
Switzerland franc 1.6319 0.6128 1.0483 0.9540

1-mo. forward 1.6314 0.6130 1.0479 0.9543
3-mos. forward 1.6306 0.6133 1.0474 0.9547
6-mos. forward 1.6288 0.6139 1.0463 0.9558

Turkey lira 1.7983 0.5561 1.1551 0.8657
U.K. pound 0.7885 1.2683 0.5065 1.9745

1-mo. forward 0.7903 1.2654 0.5076 1.9699
3-mos. forward 0.7939 1.2596 0.5099 1.9610
6-mos. forward 0.7990 1.2516 0.5132 1.9484

MIDDLE EAST/AFRICA
Bahrain dinar 0.5869 1.7038 0.3770 2.6524
Egypt pound-a 8.2372 0.1214 5.2911 0.1890
Israel shekel 5.4893 0.1822 3.5260 0.2836
Jordan dinar 1.1010 0.9082 0.7073 1.4139
Kuwait dinar 0.4142 2.4145 0.2660 3.7588
Lebanon pound 2339.87 0.0004274 1503.00 0.0006653
Saudi Arabia riyal 5.8385 0.1713 3.7504 0.2666
South Africa rand 11.3351 0.0882 7.2810 0.1373
United Arab dirham 5.7184 0.1749 3.6732 0.2722
SDR -f 0.9612 1.0404 0.6174 1.6197

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 600 280.24 –3.52 –1.24% –23.1% –24.7%

 10 DJ Stoxx 50 2852.56 –28.79 –1.00 –22.6% –23.3%

 10 Euro Zone DJ Euro Stoxx 310.86 –4.98 –1.58 –25.1% –24.1%

 10 DJ Euro Stoxx 50 3316.61 –51.21 –1.52 –24.6% –21.6%

 11 Austria ATX 3602.91 –56.83 –1.55 –20.2% –22.0%

 9 Belgium Bel-20 2983.55 –10.83 –0.36 –27.7% –30.3%

 13 Czech Republic PX 1446.7 –25.1 –1.71 –20.3% –18.4%

 14 Denmark OMX Copenhagen 383.02 –3.93 –1.02 –14.7% –19.4%

 12 Finland OMX Helsinki 8339.74 –140.62 –1.66 –28.1% –25.1%

 10 France CAC-40 4314.34 –78.02 –1.78 –23.2% –22.9%

 11 Germany DAX 6396.46 –83.10 –1.28 –20.7% –14.0%

 … Hungary BUX 21696.12 –513.02 –2.31 –17.3% –23.8%

 5 Ireland ISEQ 4089.70 –281.92 –6.45 –41.0% –52.4%

 8 Italy S&P/MIB 28130 –201 –0.71 –27.0% –28.6%

 6 Netherlands AEX 394.53 –5.42 –1.36 –23.5% –24.3%

 9 Norway All-Shares 479.67 –14.66 –2.97 –15.8% –13.7%

 17 Poland WIG 42017.93 –387.90 –0.91 –24.5% –31.9%

 11 Portugal PSI 20 8384.85 –111.73 –1.31 –35.6% –36.8%

 … Russia RTSI 1941.73 –24.95 –1.27% –15.2% –1.5%

 10 Spain IBEX 35 11569.5 –311.8 –2.62 –23.8% –20.4%

 15 Sweden OMX Stockholm 273.39 –3.30 –1.19 –22.3% –30.9%

 … Switzerland SMI 7141.21 Closed –15.8% –17.6%

 … Turkey ISE National 100 42984.66 783.91 1.86% –22.6% –15.2%

 9 U.K. FTSE 100 5354.7 –57.2 –1.06 –17.1% –14.0%

 13 ASIA-PACIFIC DJ Asia-Pacific 133.96 –2.13 –1.57 –15.3% –15.5%

 … Australia SPX/ASX 200 4904.0 –73.4 –1.47 –22.6% –18.6%

 … China CBN 600 22898.77 308.95 1.37 –44.7% –36.1%

 13 Hong Kong Hang Seng 22862.60 131.50 0.58 –17.8% 1.4%

 11 India Sensex 14656.69 300.94 2.10 –27.8% –3.2%

 … Japan Nikkei Stock Average 13094.59 –282.22 –2.11 –14.5% –22.9%

 … Singapore Straits Times 2906.07 –23.58 –0.80 –16.1% –13.8%

 11 South Korea Kospi 1573.77 –20.90 –1.31 –17.0% –16.1%

 14 AMERICAS DJ Americas 331.59 –2.16 –0.65 –12.0% –8.8%

 … Brazil Bovespa 57630.35 –1874.82 –3.15 –9.8% 9.1%

 14 Mexico IPC 26959.18 –541.84 –1.97 –8.7% –9.1%

*P/E ratios use trailing 12-months, as-reported earnings
Note: Americas index data are as of 5:00 p.m. ET. Sources: Thomson Reuters; WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of July 31, 2008

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

...% ... ALL COUNTRY (AC) WORLD* 345.75 –0.50%–14.3% –12.1%

...% ... World (Developed Markets) 1,366.70 –0.60%–14.0% –12.7%

...% ... World ex-EMU 157.59 –0.76%–12.9% –12.5%

...% ... World ex-UK 1,353.94 –0.66%–13.6% –12.1%

...% ... EAFE 1,902.74 0.19%–15.6% –14.6%

...% ... Emerging Markets (EM) 1,041.86 0.28%–16.4% –6.4%

...% ... EUROPE 99.16 –0.10%–22.2% –25.1%

...% ... EMU 226.99 0.22%–18.9% –13.7%

...% ... Europe ex-UK 108.50 0.03%–22.2% –23.8%

...% ... Europe Value 111.96 –0.14%–26.1% –31.4%

...% ... Europe Growth 85.42 –0.06%–18.2% –18.6%

...% ... Europe Small Cap 167.81 –0.19%–22.0% –33.9%

...% ... EM Europe 382.53 0.90%–20.5% –12.8%

...% ... UK 1,602.89 –0.18%–16.6% –15.8%

...% ... Nordic Countries 162.14 0.38%–21.4% –25.2%

...% ... Russia 1,214.28 1.19%–19.2% –2.1%

...% ... South Africa 687.56 0.61% –3.6% –1.4%

...% ... AC ASIA PACIFIC EX-JAPAN 416.88 0.38%–21.3% –13.8%

...% ... Japan 821.81 –0.00%–12.6% –24.0%

...% ... China 63.52 0.31%–25.6% –8.7%

...% ... India 573.53 0.34%–32.9% –8.9%

...% ... Korea 435.65 1.20%–15.7% –16.0%

...% ... Taiwan 269.06 –0.49%–19.4% –24.9%

...% ... US BROAD MARKET 1,395.31 –1.22%–12.5% –11.8%

...% ... US Small Cap 1,836.63 –0.57% –7.5% –9.5%

...% ... EM LATIN AMERICA 4,335.93 –0.96% –1.5% 14.0%

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

GLOBAL MARKETS LINEUP

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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Demand for armored vehicles in Iraq and
Afghanistan lifted BAE’s first-half profit.

Armored vehicles drive BAE
Earnings climb 14%,
boosted by demand
in Iraq, Afghanistan

A Big Blue world
IBM’s global program
combines community
service, leadership > Page 29

By John Lyons

Venezuelan President Hugo
Chávez’s decision to nationalize a
local unit of Spanish giant Banco
Santander SA is among the riskier
acts of his decade-old presidency,
touching on local confidence in the
banking system.

Banking affects Venezuelans
more personally and immediately
than oil, telecommunications and
other strategic industries in which
Mr. Chávez has intervened. The
move could backfire if depositors
lose confidence in the govern-
ment’s ability to protect their sav-
ings, and yank their money.

In Venezuela, as in many Latin
American nations, mass withdraw-
als at one bank have a way
of snowballing into a sys-
temic bank run that puts
the economy and political
system in play. Mr. Chávez
has firsthand experience
with this phenomenon. He
came to power on a wave
of broad voter discontent
rooted in the economic
chaos that followed a bank
collapse in 1996.

So far, there is little evi-
dence that history is
about to repeat itself. But Mr.
Chávez appeared to recognize the
risks last week, when he dis-
patched Information Minister An-
drés Izarra to reassure depositors.
Mr. Izarra said in a prepared state-
ment that the takeover of the local
bank, Banco de Venezuela, would
be legal and wouldn’t jeopardize
the bank or the economy. “Our gov-
ernment guarantees the financial
strength of the system,” he said.

One key question will be
whether Mr. Chávez will use the na-
tion’s vast oil wealth to acquire
more banks. Big international lend-
ers, including Citigroup Inc. and
Spain’s Banco Bilbao Vizcaya Ar-
gentaria SA, also have units in Ven-
ezuela. Further acquisitions may
not be received well, observers
said.

While in the U.S. the govern-
ment is seen as a guarantor of bank
stability, nationalizations are
viewed with deep skepticism in
many Latin American nations,
where official corruption and in-
competence are pressing issues.
Many Venezuelans already blame
government mismanagement for a
host of problems ranging from
food shortages to the declining
productivity of the oil industry.

“Chávez said the bank’s depos-
its will now be in the government’s
hands, but the problem is there
may be people who think that’s not
such a good thing,” said Alejandro
Grisanti, a senior Latin America
economist who follows Venezuela
at Barclays Capital Inc.

Mr. Chávez announced last
week that the government would
buy Banco de Venezuela, the na-
tion’s third-largest bank in terms
of deposits, back from Santander
at a “fair” price. The bank was
privatized in the 1990s. Santander
had been in talks to sell it to a local
banking group. After learning of
the talks, Mr. Chávez decided Vene-
zuela would buy it, he said.

Santander confirmed that it
had been in talks with a private
group but was now negotiating a
sale to the government.

The Spanish government said
Friday that it wouldn’t get in-

volved.
The specter of nationalization

has loomed over the banking sec-
tor, and Banco de Venezuela, in par-
ticular, for a long time. Banco de
Venezuela has a big network of
branches that may be used to more
efficiently distribute welfare pay-
ments and subsidies. Buying it fits
with Mr. Chávez’s strategy of get-
ting more control over govern-
ment bank accounts.

While Mr. Chávez is taking
pains to present the nationaliza-
tion as a legal purchase of a bank
that was already for sale, Venezue-
la’s history of banking crises will
make buttressing confidence over
the long term a trickier task. The
recent experience that Venezue-

lans have with banking col-
lapses has conditioned
them to act faster to pull
their deposits when they
sense danger.

Gauging public reac-
tion won’t be straightfor-
ward either. Official data
on deposits in the banking
system reflecting the pe-
riod directly after the na-
tionalization announce-
ment won’t be available
for about two months, ana-

lysts said. Other indicators of con-
fidence weren’t encouraging. For
example, Venezuela’s longer-
dated bonds fell on the announce-
ment.

Santander is selling at a key mo-
ment for the banking system. The
government is set to publish a long-
awaited revision of bank regula-
tions expected to increase govern-
ment controls.

Venezuelan banks have been
highly profitable under Mr.
Chávez, but the operating environ-
ment has changed in the past year.
The industry was squeezed, for in-
stance, by the government’s deci-
sion to move deposits from private
banks to government banks. To-
day, 65% of government deposits
are in private banks, compared
with 80% a year ago.

Meantime, bank executives
have privately questioned the qual-
ity of some loans that banks hold.
Banks are required to dedicate
nearly 47% of their loans to politi-
cally sensitive areas such as agri-
culture. What’s more, credit-card
and commercial lending may have
overheated as Venezuelans took
on debt as a hedge against 30% in-
flation rates.

One senior Venezuelan bank ex-
ecutive said that while some
banks’ balance sheets look like a
pristine mountain lake from afar,
up close they turn out to be a thin
layer of blue water covering toxic
sludge.

By Monica Mark

LONDON—BAE Systems PLC re-
ported a 14% rise in first-half profit,
lifted by demand for armored vehi-
cles in Iraq and Afghanistan.

The company, which has been
helped by continued overseas ac-
tion by the U.S. and U.K. militaries,
particularly demand for mine-re-
sistant vehicles, said Friday that
net profit rose to £586 million
($1.16 billion) from £515 million a
year earlier.

The U.K. company’s results were
boosted by a £61 million gain on the
disposal of its surveillance-and-at-
tack business, which provides
broadband high-power transmis-
sion and radio-frequency systems
for military aircraft.

Revenue from continuing opera-
tions rose 12% to £7.75 billion from
£6.89 billion.

Earnings were driven by the
growth of BAE’s land-and-arma-
ments business. The company has
expanded the unit’s annual sales to
more than $10 billion from sales of
less than $1 billion in 2004, mainly
through acquisitions in the U.S. The
purchases have boosted BAE’s pres-
ence in the huge U.S. defense mar-
ket, and the company now gener-
ates about half of its sales from its

U.S activities.
BAE’s weakest performer was

its U.K.-based programs-and-sup-
port unit, where revenue fell 19% to
£1.9 billion.

Analysts have been concerned
BAE could be affected by political
pressure on defense budgets, partic-
ularly in the U.K. The company had
warned that some defense pro-
grams may be stretched over a
longer time frame to reduce the
cost in any single year.

But BAE said Friday it is confi-
dent about its outlook thanks to its
large order book, despite “budget
pressures in many defense mar-

kets.” It added that it expects
strong second-half growth.

The company’s order book rose
30% to £41.1 billion at the end of the
first half from a year earlier.

“Building on the first-half per-
formance, the previously antici-
pated growth outlook for 2008 as a
whole is expected to benefit further
from the current high demand for
armored wheeled vehicles to meet
operational requirements,” the
company said.

BAE shares ended up 2.2% at
460 pence ($9.08) in London trad-
ing Friday.

The company reported a £387
million cash outflow from operat-
ing activities, compared with an in-
flow of £165 million a year earlier,
after it was hit by a £500 million
write-down related to the acquisi-
tions of MTC Technologies Inc. and
Tenix Defence. BAE said it expects a
return to an inflow in the second
half. The company’s cash flows can
be volatile because of the size of de-
fense contracts.

BAE is the subject of a U.S Jus-
tice Department investigation into
the company’s compliance with an-
ticorruption laws. The U.S. is prob-
ing allegations of illegal payments
to the Saudi Arabian royal family
to help secure a large Saudi con-
tract in the 1980s. Late last year,
the U.K. government called off a
probe into BAE’s weapons sales to
Riyadh on security grounds, but in-
vestigations of sales to other coun-
tries recently has weighed on
BAE’s stock price.

Enel profit rises 44% on Endesa stake
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Chávez plan to take over
Santander unit is risky
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By Liam Moloney

ROME—Italian utility Enel SpA
said its first-half net profit jumped
44%, boosted by the consolidation
of its stake in Spanish utility Endesa
SA, a lower tax rate and hydroelec-
tric generation in its home market.

The Rome-based company said
net profit climbed to Œ2.85 billion
($4.43 billion) from Œ1.98 billion in
the year-earlier six months. Reve-
nue grew 55% to Œ29.32 billion from
Œ18.86 billion.

Looking ahead, Enel said that
2008 and 2009 earnings before in-
terest, taxes, depreciation and amor-
tization (Ebitda) will come in ahead
of expectations, thanks to the contri-
bution from its stake in Endesa.
Enel bought Endesa last year in part-
nership with Spain-based conglom-
erate Acciona SA.

Enel now expects 2009 Ebitda to

top its March estimate of Œ13.8 bil-
lion, and the 2008 figure will be
above market expectations of Œ13.3
billion, Chief Executive Fulvio Conti
said in a conference call with report-
ers. The company posted Ebitda of
Œ10.02 billion for 2007.

WestLB analyst Katharina
Cholewa said Mr. Conti’s comments
were “very positive.”

Enel’s net debt totaled Œ51.29 bil-
lion as of June 30, down from Œ57.07
billion as of March 31. Its debt-to-eq-
uity ratio is 2.04, compared with
2.29 in March. Mr. Conti confirmed
the company aims to trim its net
debt to less than Œ50 billion by the
end of 2008.

The company borrowed cash to
pay for its stake in Endesa, in what
was the world’s biggest purchase of
a utility. The takeover, carried out
jointly with Acciona, valued Endesa
at Œ42.5 billion.

Enel’s share price is down about
13% over the past three months—
slightly better than the 17% drop in
Italy’s S&PMib Index—as corporate-
governance issues with Acciona
over Endesa have rattled investors
and concern has mounted over the
company’s high level of debt.

Debt reduction and the compa-
ny’s relationship with Acciona over
Endesa are at the top of analysts’
agenda for Enel. Mr. Conti on Friday
brushed aside speculation of a spat
with Acciona over Endesa.

The company said it plans to pay
an interim dividend of 20 European
cents per share, unchanged from
last year, on Nov. 27. Enel is sticking
to its policy of a minimum annual
dividend of 49 European cents per
share in the coming years, said Mr.
Conti, adding that there was no
need to lift this figure.

CORPORATE NEWS

By Jessica E. Vascellaro

Yahoo Inc. faced little criticism
at its annual meeting over the issue
that had been expected to be center
stage: its rejection of multiple deal
offers from Microsoft Corp.

Shareholders overwhelmingly en-
dorsed the board, with Yahoo Chair-

man Roy Bostock receiving a 79.5%
favorable vote, up from roughly two-
thirds last year. Chief Executive
Jerry Yang received an 85.4% favor-
able vote, down from more than 90%
last year but still a strong endorse-
ment for a leader who has faced calls
for his resignation.

The results suggest that inves-
tors who have been harping about
the company’s handling of Mi-
crosoft negotiations are moving
on—or have decided to sell their
stock. Yahoo shares have fallen
roughly 30% from when Microsoft
withdrew its $47.5 billion, $33-a-
share offer, to acquire the com-
pany in May. The company’s stock
traded essentially flat Friday at
$19.80 in 4 p.m. composite trading

on the Nasdaq Stock Market.
The meeting, in San Jose, Calif.,

was a tame follow to a bitter battle.
Investor Carl Icahn, who settled his
proxy fight for the company last
month, didn’t attend the two-hour
meeting. Under the settlement,
Mr. Icahn and two other directors
will join Yahoo’s board.

While Mr. Bostock addressed
months of negotiations with Mi-
crosoft in detail, investors didn’t
dwell on the topic, besides a few
brief or passing remarks. Sharehold-
ers instead pressed management on
human-rights issues, executive com-
pensation and its strategy against
Google Inc.

The meeting didn’t address who
will join the board with Mr. Icahn.

Yahoo’s board wins support from shareholders
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 33.50 $30.44 –0.37 –1.20%
Alcoa AA 12.70 32.14 –1.61 –4.77%
AmExpress AXP 9.10 37.19 0.07 0.19%
AmIntlGp AIG 22.50 26.79 0.74 2.84%
BankAm BAC 54.30 33.33 0.43 1.31%
Boeing BA 5.50 62.01 0.90 1.47%
Caterpillar CAT 6.40 68.14 –1.38 –1.99%
Chevron CVX 12.30 84.31 –0.25 –0.30%
Citigroup C 77.20 18.87 0.18 0.96%
CocaCola KO 15.60 53.14 1.64 3.18%
Disney DIS 14.60 30.08 –0.27 –0.89%
DuPont DD 4.50 43.31 –0.50 –1.14%
ExxonMobil XOM 27.70 79.72 –0.71 –0.88%
GenElec GE 31.70 28.21 –0.08 –0.28%
GenMotor GM 40.10 10.23 –0.84 –7.59%
HewlettPk HPQ 10.50 43.96 –0.84 –1.87%
HomeDpt HD 11.20 23.90 0.07 0.29%
Intel INTC 37.20 22.35 0.16 0.72%
IBM IBM 4.60 126.64 –1.34 –1.05%
JPMorgChas JPM 28.00 40.76 0.13 0.32%
JohnsJohns JNJ 8.60 68.10 –0.37 –0.54%
McDonalds MCD 6.90 59.77 –0.02 –0.03%
Merck MRK 18.80 33.26 0.36 1.09%
Microsoft MSFT 76.80 25.44 –0.28 –1.09%
Pfizer PFE 27.20 18.60 –0.07 –0.37%
ProctGamb PG 10.10 64.95 –0.53 –0.81%
3M MMM 2.80 70.15 –0.24 –0.34%
UnitedTech UTX 5.80 63.56 –0.42 –0.66%
Verizon VZ 15.60 34.00 –0.04 –0.12%
WalMart WMT 15.90 57.75 –0.87 –1.48%

Dow Jones Industrial Average P/E: nil
LAST: 11326.32 t 51.70, or 0.45%

YEAR TO DATE: t 1,938.50, or 14.6%

OVER 52 WEEKS t 1,855.59, or 14.1%

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

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

JPMorgan $925 6.6% 32% 14% 50% 5%

Deutsche Bank 833 5.9% 13% 26% 54% 7%

Morgan Stanley 819 5.8% 42% 16% 40% 3%

UBS 812 5.8% 17% 27% 55% 1%

Goldman Sachs 807 5.7% 35% 8% 55% 3%

Merrill Lynch 793 5.6% 31% 18% 50% 1%

RBS 714 5.1% 11% 36% 11% 42%

Credit Suisse 709 5.0% 21% 31% 44% 3%

Citi 603 4.3% 15% 30% 48% 6%

Source: Dealogic

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

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

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

EMI Group  808 –16 –14 –139 FCE Bk  854 14 4 –129

Rexam  186 –12 –23 2 Marks & Spencer  223 14 13 –27

FKI  142 –8 –16 –38 Thomson 567 15 –15 –86

BAWAG P.S.K 134 –7 –8 –9 C de Aho Y Monte de Piedad de Madrid 175 15 14 51

Allied Irish Bks 119 –4 –1 –17 Kingfisher 323 16 19 –31

Cable & Wireless  273 –3 –12 –55 Brit Awys  353 17 –60 –133

Hammerson  316 –3 –8 39 Fresenius 313 18 31 169

Colt Telecom Group  280 –2 –12 –44 Gas Nat SDG 82 20 38 30

Evonik Degussa  122 –2 –15 –94 Norske Skogindustrier  1190 26 34 119

HeidelbergCement 301 –2 –35 21 CIR SpA CIE Industriali Riunite 353 111 128 108

Source: Markit Group

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

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

HBOS U.K. Banks $31.3 3.02 4.04% –68.3% –66.2%

Fortis Netherlands Banks 31.9 9.30 2.88 –61.0 –53.4

Royal Bk of Scot U.K. Banks 68.6 2.15 1.65 –56.4 –54.4

Lloyds TSB Grp U.K. Banks 33.5 3.00 1.61 –45.8 –37.7

Vodafone Grp U.K. Mobile Telecom 158.3 1.38 1.18 –11.8 –5.2

Rio Tinto U.K. General Mining $106.8 50.47 –5.49% 52.6 153.2

BHP Billiton U.K. General Mining 71.5 16.05 –5.20 16.8 94.7

Anglo Amer U.K. General Mining 73.6 27.75 –5.00 0.6 84.9

ArcelorMittal Luxembourg Iron & Steel 124.3 55.13 –3.65 18.7 ...

BNP Paribas S.A. France Banks 86.7 61.53 –3.56 –23.5 2.8

...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

Sanofi-Aventis S.A. 93.3 45.58 1.13% –23.8% –35.1%
France (Pharmaceuticals)
Barclays 53.8 3.42 1.04 –48.4 –39.1
U.K. (Banks)
L.M. Ericsson Tel B 31.3 64.30 0.78 –49.7 –51.1
Sweden (Telecom Equipment)
Banca Intesa 67.2 3.64 0.55 –33.9 –8.7
Italy (Banks)
ING Groep 73.1 21.10 0.43 –29.9 –14.0
Netherlands (Life Insurance)
Soc. Generale 54.5 60.04 0.33 –49.8 –26.7
France (Banks)
Tesco 56.0 3.61 0.22 –11.1 8.8
U.K. (Food Retailers & Wholesalers)
Credit Suisse Grp 59.1 52.75 Closed –33.9 ...
Switzerland (Banks)
Nestle S.A. 172.7 46.08 Closed 1.1 29.9
Switzerland (Food Products)
Roche Hldg Part. Cert. 130.2 194.30 Closed –7.1 8.6
Switzerland (Pharmaceuticals)
Novartis 157.5 62.45 Closed –3.1 0.1
Switzerland (Pharmaceuticals)
UBS 57.0 20.38 Closed –65.1 –56.1
Switzerland (Banks)
BP 213.4 5.21 –0.05 –6.0 –18.2
U.K. (Integrated Oil & Gas)
Assicurazioni Gen 49.0 22.31 –0.09 –23.1 –6.3
Italy (Full Line Insurance)
SAP 72.2 37.20 –0.16 –5.6 7.2
Germany (Software)
HSBC Hldgs 198.3 8.37 –0.24 –7.0 –9.3
U.K. (Banks)
Diageo 49.1 8.78 –0.28 –12.6 12.9
U.K. (Distillers & Vintners)
GlaxoSmithKline 135.2 11.72 –0.34 –7.4 –12.0
U.K. (Pharmaceuticals)
UniCredit 79.5 3.83 –0.65 –38.2 –13.1
Italy (Banks)
Allianz SE 76.4 108.55 –0.70 –29.4 4.9
Germany (Full Line Insurance)

France Telecom 82.2 20.20 –0.86% –0.1% –19.0%
France (Fixed Line Telecom)
AXA S.A. 60.4 18.82 –0.90 –33.4 –13.0
France (Full Line Insurance)
E.ON 125.9 121.30 –0.94 5.7 68.3
Germany (Multiutilities)
Telefonica S.A. 122.9 16.54 –1.14 –5.1 22.2
Spain (Fixed Line Telecom)
Total S.A. 182.2 48.79 –1.23 –10.8 –4.0
France (Integrated Oil & Gas)
Astrazeneca 70.0 24.37 –1.26 –2.9 –6.6
U.K. (Pharmaceuticals)
BASF 59.1 40.16 –1.30 –12.6 39.3
Germany (Commodity Chemicals)
Deutsche Bk 48.5 58.76 –1.39 –40.3 –15.5
Germany (Banks)
Royal Dutch Shell 124.6 22.56 –1.44 –17.8 –12.3
U.K. (Integrated Oil & Gas)
Deutsche Telekom 74.6 10.99 –1.48 –13.6 –31.4
Germany (Mobile Telecom)
BT Grp 28.4 1.71 –1.50 –45.7 –22.1
U.K. (Fixed Line Telecom)
Nokia 102.6 17.35 –1.70 –20.5 34.3
Finland (Telecom Equipment)
Daimler 55.0 36.64 –1.85 –44.3 –8.5
Germany (Automobiles)
GDF Suez 134.9 39.57 –1.91 17.9 ...
France (Multiutilities)
ENI 132.6 21.28 –2.12 –13.5 –8.4
Italy (Integrated Oil & Gas)
Siemens 109.7 77.08 –2.13 –15.3 23.1
Germany (Electronic Equipment)
Unilever 46.2 17.33 –2.31 –21.8 –8.0
Netherlands (Food Products)
Koninklijke Philips Elec 35.3 20.95 –2.49 –27.4 –3.8
Netherlands (Consumer Electronics)
Banco Bilbao Viz 67.2 11.53 –2.54 –34.8 –15.8
Spain (Banks)
Banco Santander 117.3 12.05 –3.45 –10.8 19.9
Spain (Banks)

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 -0.23% -1.60% -0.9% -7.7% -7.0%
Merger Arbitrage 0.17% 0.44% 1.3% 0.5% 2.9%
Event Driven 0.27% -1.81% -3.2% -2.1% -2.4%
Distressed Securities 0.05% -1.44% -2.6% -6.8% -10.5%
Equity Market Neutral 1.36% -1.06% 1.7% 0.8% 0.5%
Equity Long/Short 0.61% -4.00% 1.3% -1.7% 5.3%

*Estimates as of 07/31/08, after fees; Source: www.djhedgefundindexes.com

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

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

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average
Europe: 9/1 0.91 103.15% 0.02% 1.32 0.64 0.91

Eur. High Volatility: 9/1 1.81 103.22 0.03 2.10 1.23 1.68

Europe Crossover: 9/1 5.20 104.69 0.07 5.96 4.00 4.92

Asia ex-Japan IG: 9/1 1.33 105.01 0.03 2.10 0.85 1.34

Japan: 9/1 1.01 105.49 0.02 1.61 0.65 1.08

 Note: Data as of July 31

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

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

BLUE CHIPS & BONDS
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British Airways takes hit
Rising fuel expenses,
decreased traffic
sink net profit 90%

Lufthansa strike ends with wage deal

Total, StatoilHydro ride
oil prices to big profits

Total
Net profit, in billions
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BA is considering raising fares to
tackle fuel costs eating into margins.

CORPORATE NEWS

By Adam Mitchell

And Elizabeth Cowley

PARIS—French oil and gas com-
pany Total SA reported a 39% jump
in second-quarter net profit, as ris-
ing upstream production, including
new fields in Congo and the North
Sea, allowed the company to gain
from surging prices.

Meanwhile, Norwegian oil and
gas company StatoilHydro ASA re-
ported a 37% increase in second-quar-
ter earnings, also lifted by the surge
in oil and gas prices, but its shares
fell as analysts voiced concerns over
increasing production costs.

Total said net profit rose to
Œ4.73 billion ($7.35 billion) from
Œ3.41 billion a year earlier, as sales
increased 23% to Œ48.2 billion. The
earnings report covered the three
months ended June 30, before oil
prices started falling.

Total’s production of hydrocar-
bons rose 1.3% from a year earlier to
2.35 million barrels of oil equivalent
a day. Production growth in the
quarter was helped by start-ups at
the Jura gas and condensate field in
the North Sea and the Moho Bilondo
oil site in Congo.

Chief Executive Christophe de
Margerie said Total’s performance
was “driven by the upstream seg-
ment, which demonstrated once
again the strong sensitivity of its re-
sults to high hydrocarbon prices.”
He said “European refining margins
were high, sustained by strong de-
mand for distillates.”

Oil and gas prices have risen

over the past year. According to fig-
ures published by Total on July 15,
the average price of Brent crude oil
surged 76% in the second quarter
from a year earlier to $121.20 a bar-
rel. The average natural-gas price
shot up 48% to $7.29 per million Brit-
ish thermal units, Total said.

Total’s refinery throughput de-
clined 2% in the second quarter,
partly because of a maintenance
turnaround at the company’s Leuna
refinery in Germany.

Total’s shares fell 1.2%, to
Œ48.79, in Paris Friday.

Also benefiting from high oil
prices, Norway’s StatoilHydro said
net profit jumped to 18.77 billion Nor-
wegian kroner ($3.65 billion) in the
second quarter from 13.71 billion kro-
ner a year earlier. The 2007 earnings
include Hydro’s oil and gas portfolio.
Statoil completed its acquisition of
Hydro assets Oct. 1, making the lat-
est earnings the company’s first sec-
ond-quarter results incorporating
the Hydro portfolio. Revenue in-
creased 34% to 170.61 billion kroner.

The surge in oil and gas prices
was partially offset by increased op-
erating expenses as well as negative
net financial items and higher taxes.

StatoilHydro’s cost of production
per barrel of oil equivalent soared
47% in the year ended June to 46.10
kroner from 31.40 kroner in the
prior year, pushed up by restructur-
ing costs relating to its merger with
Hydro, the start-up of new fields and
general industry pressure.

StatoilHydro’s shares fell 6.7% to
157.50 kroner in Oslo.

By Kaveri Niththyananthan

LONDON—British Airways PLC
reported a 90% drop in first-quarter
net profit because of falling demand
and surging fuel costs, lowered its
full-year revenue forecast and cut
winter capacity.

The British flag carrier, which
last week announced a proposed
merger with Spain’s Iberia Líneas
Aéreas de España SA, said fuel
prices have doubled in the past year
and it expects the bill to top £3 bil-
lion ($5.95 billion) this year after
reaching £706 million in the fiscal
first quarter ended June 30.

“The combination of unprece-
dented oil prices, economic slow-
down and weaker consumer confi-
dence has led to substantially lower
first-quarter profits,” Chief Execu-
tive Willie Walsh said.

Friday in London, BA shares ad-
vanced 3.75 pence, or 1.5%, to 259
pence. BA said higher fuel prices
and lower traffic pulled down its net
profit to £27 million in the first quar-
ter from £274 million in the year-
earlier period. Revenue rose 2.8% to
£2.26 billion, but the airline cut its
revenue-growth target for the full

year to 3% from the previous 4%.
Deutsche Bank said the cut

equates to a loss before interest and
taxes of £37 million, or break-even
at the earnings-per-share level.

With fuel prices up 49% in the lat-
est quarter, BA is considering rais-
ing fares further to tackle fuel costs
eating into profit margins.
Mr. Walsh said: “We would consider
increasing prices, given the fuel in-
creases. That may come through
higher fuel surcharges or higher
fares.”

Analysts are in the midst of
downgrading forecasts after BA’s
chairman, Martin Broughton,
warned at the carrier’s annual gen-
eral meeting that it would be chal-
lenging for the company to report a
profit this year.

BA said it had revised its capital-
expenditure plans and will stay fo-
cused on cost control. It will cut win-
ter capacity 3.1%, but Mr. Walsh said
no planes would be grounded. In-
stead, it will likely reduce less-popu-
lar flights.

The airline also said it was order-
ing six new Boeing 777-300ER air-
craft for delivery beginning in 2010.
The planes will give the company
more flexibility in the long-haul
fleet, BA said.

BA’s chief executive also gave an
update on the progress of clearing a
possible joint venture with AMR
Corp.’s American Airlines with U.S.
antitrust authorities. A spokesman
for BA confirmed its chief executive
told analysts, “We hope to be in a po-
sition to apply for ATI [antitrust im-
munity] within two weeks.” The
spokesman added, “He said there
was no guarantee, however, that
they would get this.”

The two airlines have previously
failed to get an exemption from anti-
trust authorities, because of their
dominance at Heathrow Airport. A
merger or joint venture would give
BA greater access to the U.S. and Pa-
cific regions.

By Isabel Ordoñez

Chevron Corp. posted an 11% rise
in second-quarter profit thanks to
high oil prices, extending a string of
big profitable quarters for oil com-
panies.

But the second-largest U.S. oil
company by market value also ech-
oed the themes of weak refining per-
formance and production declines
that tarnished quarterly results of
peers Exxon Mobil Corp. and Royal
Dutch Shell PLC last week.

Chevron posted net income of
$5.98 billion, or $2.90 a share, com-
pared with $5.38 billion, or $2.52 a
share, a year earlier, which included
a gain of 32 cents a share from asset
sales. Revenue rose 48% to $82.99
billion. The California company’s re-
fining operations posted a loss of
$734 million, compared with earn-
ings of $1.3 billion last year, prima-
rily due to the effects of a planned
crude-unit shutdown for mainte-
nance.

Chevron’s total oil and natural-

gas production was down 3.4% to
2.54 million barrels of oil equivalent
a day, from an average of 2.63 mil-
lion barrels a year earlier.

Chevron’s output, like that of its
peers, felt the effects of interna-
tional production-sharing contracts
that reduce the amount of output at-
tributed to companies as oil prices
rise.

Chevron Chief Financial Officer
Steve Crowe said the company
could meet its target of 2.65 million
barrels of oil equivalent a day only if
the price of oil averaged $70 a barrel
for the year. Crude oil for Septem-
ber delivery rose $1.02, or 0.8%, to
$125.10 a barrel on the New York
Mercantile Exchange Friday.

Chevron’s charges in the second
quarter were $580 million, which in-
cluded corporate-tax items and in-
creased charges for environmental
remediation costs associated with
sites that previously had been
closed or sold.
 —David Benoit

contributed to this article.

Chevron’s earnings rise by 11%

By Jan Hromadko

Deutsche Lufthansa AG said it
reached a wage deal with the power-
ful services union ver.di that ended
a six-day strike over pay that led to
numerous flight cancellations.

Ground staff at the German air-
line will get a 5.1% pay increase, ret-
roactive to July 1, and an additional
2.3% raise from July 1, 2009, as well
as a one-time bonus of as much as
2.4% of annual salaries. The pay-
ment is a profit-sharing agreement,
said Lufthansa, meaning its full-
year profit will determine the exact
amount.

The airline had offered to in-
crease wages by 4.6% in the year
that began July 1 and 2.1% the follow-
ing year, while ver.di had sought a
9.8% increase.

“This is the best wage deal that
has been agreed in Germany this
year,” said ver.di member Thomas
Wissgott, who is also a member of
the supervisory board of
Lufthansa’s logistics unit Lufthansa
Cargo AG.

Feelings were more mixed at the
airline. Lufthansa said the increase
will cost it about Œ40 million ($62
million) for the remainder of this
year and Œ100 million next year.

The agreement will be a serious
burden for the company, Stefan
Lauer, a Lufthansa board member
and the head of personnel, said in a
statement. It was the deal’s long va-
lidity of 21 months that made it ac-
ceptable, he added.

Staff reimbursement is a major
cost for airlines, and the deal comes
at a time when carriers around the
world are seeing their profits pulled
down by waning demand on the
back of the economic downturn and
surging fuel prices.

Relief that the strike was coming
to an end initially elevated
Lufthansa stock Friday, but it edged
lower to Œ14.71 at the close.

“The agreement should lift some
of the uncertainty under which the
stock has suffered in the recent
past,” said LBBW analyst Per-Ola
Hellgren, adding that Lufthansa
should be able to compensate for

higher personnel costs through sav-
ings elsewhere.

A Lufthansa spokesman said the
airline hadn’t yet been able to esti-
mate the total cost of the strike and
that management therefore
couldn’t say whether the burden
would threaten the company’s full-
year financial targets.

Though the strike ended Satur-
day, six days after walkouts com-
menced, a Lufthansa spokeswoman
said it could take as long as two
weeks for entire flight operations to
normalize.

For cabin staff, the airline agreed
to a similar wage deal. However,
this agreement requires additional
consent between ver.di and cabin-
crew union UFO, which represents
more than half of flight attendants.
UFO, which has a separate wage
agreement with Lufthansa that ex-
pires Dec. 31, called the deal “totally
unacceptable” and said it wouldn’t
sign such an agreement.
 —Kirsten Bienk

and Roman Kessler
contributed to this article.

By John Murphy

TOKYO—Nissan Motor Co.
posted a 43% drop in net profit for its
fiscal first quarter, as increased sales
to emerging markets failed to make
up for the impact of a stronger yen
and a downturn in the U.S. market.

The auto maker’s results under-
score the strain on the global auto
industry as high gasoline prices
and an economic slowdown con-
tinue to damp new-vehicle sales in
the U.S., the world’s largest auto
market. U.S. industry sales were
hit by a plunge in demand for
trucks and sport-utility vehicles in

the quarter, which ended June 30.
Nissan, Japan’s No. 3 auto maker

by sales volume after Toyota Motor
Corp. and Honda Motor Co., re-
ported net profit of 52.8 billion yen
($490 million) for the quarter, down
from 92.3 billion yen a year earlier.
Sales fell 4.1% to 2.347 trillion yen
from 2.446 trillion yen. The com-
pany maintained its full-year out-
look for a 30% drop in net profit be-
cause of higher raw-material costs
and a continued decline in the U.S.
auto market.

Globally, Nissan’s sales rose 6.9%
for the quarter to 936,000 vehicles,
lifted by demand in the Middle East

and China. Those gains were offset
by the yen’s strength against the U.S.
dollar, which sliced 54.7 billion yen
off operating profit for the quarter.
Nissan also set aside 42 billion yen
in residual-value risk on its leased ve-
hicles in the U.S. and Canada. Be-
cause of falling used-car prices in
those markets, Nissan can’t make
the revenue it had projected on re-
selling its vehicles when they are re-
turned at the end of their leases.

Sales slipped 1.5% to 253,000 ve-
hicles in the U.S., where consumers
spurned its lineup of larger vehicles,
including the Pathfinder SUV and Ti-
tan full-size pickup truck.

Nissan’s profit drops 43% despite Mideast demand
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LG India EA EQ MUS 07/24 USD 57.48 –38.5 –16.3 17.5
Siberian Investment Co EE EQ IRL 07/21 USD 67.01 –23.9 –20.5 10.8

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 07/31 EUR 49.94 –31.7 –43.7 6.0
MP-TURKEY.SI OT OT SVN 07/31 EUR 39.06 –23.4 –26.2 4.2

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq GL EQ LVA 07/31 EUR 7.77 –13.5 –22.5 NS
Parex Eastern Europ Bd EU BD LVA 07/31 USD 14.21 4.0 5.5 6.7
Parex Russian Eq EE EQ LVA 07/31 USD 26.78 –15.7 3.5 20.1
Parex Ukrainian Eq EU EQ LVA 07/31 EUR 7.49 –27.0 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 08/01 USD 182.82 –22.5 –13.0 13.7
PF (LUX)-Asian Eq-Pca AS EQ LUX 08/01 USD 176.10 –23.1 –13.8 12.8
PF (LUX)-Biotech-Pca OT EQ LUX 07/31 USD 380.93 14.5 26.3 24.6
PF (LUX)-CHF Liq-Pca CH MM LUX 07/31 CHF 123.56 1.3 2.1 1.9
PF (LUX)-CHF Liq-Pdi CH MM LUX 07/31 CHF 95.38 1.3 2.1 1.9
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 07/31 EUR 172.01 –22.7 –26.3 –3.9
PF (LUX)-Digital Comm-Pca OT EQ LUX 07/31 USD 107.94 –21.1 –10.8 7.2
PF (LUX)-East Eu-Pca EU EQ LUX 07/31 EUR 382.28 –25.6 –20.3 2.1
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 08/01 USD 181.48 –21.4 –7.7 15.8
PF (LUX)-Emg Mkts-Pca GL EQ LUX 08/01 USD 597.49 –18.6 –6.6 15.9
PF (LUX)-Eu Indx-Pca EU EQ LUX 07/31 EUR 108.87 –20.2 –22.9 –4.3
PF (LUX)-EUR Bds-Pca EU BD LUX 07/31 EUR 359.00 –0.7 –0.8 –0.7
PF (LUX)-EUR Bds-Pdi EU BD LUX 07/31 EUR 281.93 –0.7 –0.8 –0.7
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 07/31 EUR 129.97 –0.9 –1.0 –0.5
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 07/31 EUR 94.75 –0.9 –1.0 –0.5
PF (LUX)-EUR HiYld-Pca EU BD LUX 07/31 EUR 131.18 –8.4 –8.9 –3.7
PF (LUX)-EUR HiYld-Pdi EU BD LUX 07/31 EUR 84.84 –8.4 –8.9 –3.7
PF (LUX)-EUR Liq-Pca EU MM LUX 07/31 EUR 132.92 2.3 3.6 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 07/31 EUR 99.29 2.3 3.6 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 07/31 EUR 457.16 –25.0 –29.8 –6.8
PF (LUX)-EuSust Eq-Pca EU EQ LUX 07/31 EUR 143.01 –22.4 –28.4 –8.6
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 07/31 USD 200.90 0.1 6.0 6.4
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 07/31 USD 143.24 0.1 6.0 6.4
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 07/31 USD 20.66 –15.0 –14.7 0.0
PF (LUX)-Gr China-Pca AS EQ LUX 08/01 USD 331.32 –22.6 –8.9 23.4
PF (LUX)-Indian Eq-Pca EA EQ LUX 08/01 USD 333.00 –37.2 –10.0 19.3
PF (LUX)-Jap Index-Pca JP EQ LUX 08/01 JPY 12232.81 –13.9 –23.1 –8.2
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 08/01 JPY 11436.65 –14.6 –28.3 –13.1
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 08/01 JPY 11192.63 –15.0 –28.8 –13.6
PF (LUX)-JpEq130/30-Pca JP EQ LUX 08/01 JPY 5949.44 –13.7 –24.6 –13.6
PF (LUX)-MidEast&NorAfr-Pca US BA LUX 07/31 USD 96.01 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 08/01 USD 264.04 –17.3 –4.5 14.4
PF (LUX)-Piclife-Pca CH BA LUX 07/31 CHF 784.40 –7.7 –9.3 –1.5
PF (LUX)-PremBrnds-Pca OT EQ LUX 07/31 EUR 59.00 –23.3 –29.1 –6.8
PF (LUX)-Rus Eq-Pca EE EQ LUX 07/31 USD 82.67 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 07/31 USD 95.28 –14.6 –15.9 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 07/31 EUR 510.65 –17.3 –27.7 –1.7
PF (LUX)-US Eq-Ica US EQ LUX 07/31 USD 117.34 –8.8 –4.8 5.0
PF (LUX)-USA Index-Pca US EQ LUX 07/31 USD 100.85 –13.1 –11.8 0.9
PF (LUX)-USD Bds-Pca US BD LUX 07/31 USD 480.06 1.7 6.7 5.5
PF (LUX)-USD Bds-Pdi US BD LUX 07/31 USD 362.70 1.7 6.7 5.5
PF (LUX)-USD Liq-Pca US MM LUX 07/31 USD 129.24 1.7 3.3 4.2
PF (LUX)-USD Liq-Pdi US MM LUX 07/31 USD 87.12 1.7 3.3 4.2
PF (LUX)-Water-Pca GL EQ LUX 07/31 EUR 132.05 –15.4 –15.2 –0.2
PF (LUX)-WldGovBds-Pca GL BD LUX 07/31 USD 153.77 4.5 12.1 7.3
PF (LUX)-WldGovBds-Pdi GL BD LUX 07/31 USD 130.13 4.5 12.1 7.3

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Asia Ex-Japan Fund USD AS EQ IRL 05/20 USD 1.12 –93.7 –93.8 –72.2
Global Technology OT EQ IRL 07/31 USD 12.15 –16.0 –17.6 0.3

Japan Fund USD JP EQ IRL 08/01 USD 15.14 –10.1 –17.4 –8.1

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

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 07/31 USD 117.10 NS NS 24.7

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 07/31 EUR 791.20 –19.6 NS NS
Core Eurozone Eq B EU EQ IRL 07/31 EUR 905.10 NS NS NS
Euro Fixed Income A EU BD IRL 07/31 EUR 1205.15 –3.5 –4.7 –2.6
Euro Fixed Income B EU BD IRL 07/31 EUR 1275.71 –3.2 –4.1 –2.0
Euro Small Cap A EU EQ IRL 07/31 EUR 1354.39 –23.1 –36.0 –11.0
Euro Small Cap B EU EQ IRL 07/31 EUR 1438.40 –22.8 –35.7 –10.4
Eurozone Agg Eq A EU EQ IRL 07/31 EUR 729.71 –23.8 –27.6 NS
Eurozone Agg Eq B EU EQ IRL 07/31 EUR 1039.91 –23.5 –27.2 –5.4
Glbl Bd (EuroHdg) A GL BD IRL 07/31 EUR 1262.96 –2.4 –1.3 –0.2
Glbl Bd (EuroHdg) B GL BD IRL 07/31 EUR 1327.98 –2.0 –0.8 0.3
Glbl Bd A EU BD IRL 07/31 EUR 951.46 –5.6 –7.9 –5.8
Glbl Bd B EU BD IRL 07/31 EUR 1004.48 –5.3 –7.4 –5.2
Glbl Real Estate A OT EQ IRL 07/31 USD 1127.78 –11.3 –13.7 –1.5
Glbl Real Estate B OT EQ IRL 07/31 USD 1152.92 –11.0 –13.1 –0.9
Glbl Real Estate EH-A OT EQ IRL 07/31 EUR 1023.28 –12.8 –17.1 –5.2
Glbl Real Estate SH-B OT EQ IRL 07/31 GBP 96.92 –11.7 –15.3 –3.2
Glbl Strategic Yield A EU BD IRL 07/31 EUR 1452.44 –2.8 –0.9 1.7
Glbl Strategic Yield B EU BD IRL 07/31 EUR 1541.08 –2.5 –0.3 2.3
Japan Equity A JP EQ IRL 07/31 JPY 16178.00 –13.0 –26.1 –9.8
Japan Equity B JP EQ IRL 07/31 JPY 17097.00 –12.7 –25.6 –9.3
Multi St Cash Plus EH-A GL EQ IRL 07/31 EUR 1027.28 1.5 NS NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 07/31 USD 2130.54 –19.5 –14.0 11.4
PacBasn (Ex-Jap) Eq B AS EQ IRL 07/31 USD 2254.08 –19.2 –13.5 12.0
Pan European Eq A EU EQ IRL 07/31 EUR 1063.58 –21.8 –26.0 –6.8
Pan European Eq B EU EQ IRL 07/31 EUR 1125.41 –21.5 –25.5 –6.3
US Equity A US EQ IRL 07/31 USD 996.36 –14.1 –10.0 2.0
US Equity B US EQ IRL 07/31 USD 1057.84 –13.8 –9.4 2.6
US Small Cap A US EQ IRL 07/31 USD 1500.86 –12.6 –12.5 1.3
US Small Cap B US EQ IRL 07/31 USD 1594.34 –12.3 –12.0 1.9

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 08/01 SEK 89.51 –23.3 –29.1 –8.2
Choice Japan Fd JP EQ LUX 08/01 JPY 67.07 –15.2 –26.6 –13.0
Choice Jpn Chance/Risk JP EQ LUX 08/01 JPY 73.35 –18.0 –27.5 –9.5
Choice NthAmChance/Risk US EQ LUX 08/01 USD 4.78 –8.5 –2.7 5.0
Europe 2 Fd EU EQ LUX 08/01 EUR 1.09 –24.9 –29.0 –6.9
Europe 3 Fd EU EQ LUX 08/01 GBP 3.77 –19.9 –17.0 0.0
Global Chance/Risk Fd GL EQ LUX 07/31 EUR 0.66 –16.5 –24.1 –7.1
Global Fd GL EQ LUX 08/01 USD 2.57 –13.0 –12.1 2.5
Intl Mixed Fd -C- NO BA LUX 08/01 USD 30.62 –8.1 –5.2 4.6
Intl Mixed Fd -D- NO BA LUX 08/01 USD 21.61 –8.1 –5.2 6.0
Wireless Fd OT EQ LUX 08/01 EUR 0.14 –25.9 –26.0 –2.3

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 08/01 USD 7.20 –20.8 –12.5 10.3
Currency Alpha EUR -IC- OT OT LUX 08/01 EUR 10.73 5.0 4.8 NS
Currency Alpha EUR -RC- OT OT LUX 08/01 EUR 10.69 4.6 4.3 NS
Currency Alpha SEK -ID- OT OT LUX 08/01 SEK 103.96 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 08/01 SEK 100.81 NS NS NS
Generation Fd 80 OT OT LUX 08/01 SEK 7.96 –15.8 NS NS
Nordic Focus EUR NO EQ LUX 08/01 EUR 80.46 –18.7 NS NS
Nordic Focus NOK NO EQ LUX 07/31 NOK 81.03 NS NS NS
Nordic Focus SEK NO EQ LUX 07/31 SEK 81.79 –17.8 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 08/01 USD 1.29 –20.8 –12.3 11.8
Choice North America Eq. Fd US EQ LUX 08/01 USD 2.04 –16.0 –13.2 –0.8
Ethical Global Fd GL EQ LUX 08/01 USD 0.94 –14.3 –15.1 0.7
Ethical Sweden Fd NO EQ LUX 08/01 SEK 37.08 –16.8 –24.8 1.0
Europe Fd EU EQ LUX 07/31 USD 2.84 –19.9 –19.3 12.3
Global Equity Fd GL EQ LUX 08/01 USD 1.64 –13.2 –12.5 3.5
Index Linked Bd Fd SEK OT BD LUX 08/01 SEK 12.93 3.5 7.1 4.3

Medical Fd OT EQ LUX 08/01 USD 3.54 –8.0 –1.2 0.9
Short Medium Bd Fd SEK NO MM LUX 08/01 SEK 9.08 2.3 3.6 3.0
Technology Fd OT EQ LUX 08/01 USD 2.38 –16.4 –9.1 6.5
World Fd GL EQ LUX 08/01 USD 2.44 –8.8 –8.3 11.8

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 08/01 EUR 1.27 1.6 2.5 2.6
Short Bond Fd SEK NO MM LUX 08/01 SEK 21.47 2.4 3.7 3.1
Short Bond Fd USD US MM LUX 08/01 USD 2.48 1.2 2.9 3.7

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 08/01 SEK 10.30 0.8 2.0 1.7
Alpha Bond Fd SEK -B- NO BD LUX 08/01 SEK 9.24 0.8 2.0 1.7
Alpha Bond Fd SEK -C- NO BD LUX 08/01 SEK 25.81 0.7 1.9 1.6
Alpha Bond Fd SEK -D- NO BD LUX 08/01 SEK 8.60 0.7 1.9 1.6
Alpha Short Bd SEK -A- NO MM LUX 08/01 SEK 10.76 2.4 3.8 3.2
Alpha Short Bd SEK -B- NO MM LUX 08/01 SEK 10.09 2.4 3.8 3.2
Alpha Short Bd SEK -C- NO MM LUX 08/01 SEK 21.07 2.3 3.7 3.1
Alpha Short Bd SEK -D- NO MM LUX 08/01 SEK 8.76 2.3 3.7 3.1
Bond Fd EUR -C- EU BD LUX 08/01 EUR 1.22 1.0 2.2 1.2
Bond Fd EUR -D- EU BD LUX 08/01 EUR 0.49 1.0 2.2 1.2
Bond Fd SEK -C- NO BD LUX 08/01 SEK 38.29 1.3 2.7 1.8
Bond Fd SEK -D- NO BD LUX 08/01 SEK 11.49 0.2 1.5 1.2
Corp. Bond Fd EUR -C- EU BD LUX 08/01 EUR 1.17 –0.6 –0.8 –0.3
Corp. Bond Fd EUR -D- EU BD LUX 07/31 EUR 0.91 –0.8 –1.9 –0.7
Corp. Bond Fd SEK -C- NO BD LUX 08/01 SEK 11.99 –0.6 0.2 0.5
Corp. Bond Fd SEK -D- NO BD LUX 08/01 SEK 9.42 –0.4 0.4 0.6
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 08/01 EUR 97.67 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 08/01 EUR 97.63 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 08/01 SEK 99.90 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 07/31 SEK 920.31 NS NS NS
Flexible Bond Fd -C- NO BD LUX 08/01 SEK 20.12 2.0 3.1 2.7
Flexible Bond Fd -D- NO BD LUX 08/01 SEK 11.39 2.0 3.1 2.7

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 08/01 SEK 100.69 –5.2 –6.2 –1.5
Global Hedge I SEK -D- OT OT LUX 08/01 SEK 92.02 –7.9 –8.9 –2.9

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 08/01 USD 2.73 –18.0 –1.0 19.3

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 08/01 SEK 24.83 –25.7 –34.2 0.4
Europe Chance/Risk Fd EU EQ LUX 08/01 EUR 1257.69 –26.0 –30.3 –7.3

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 07/31 USD 22.25 –32.7 –21.3 23.3
Eq. Pacific A AS EQ LUX 07/31 USD 10.53 –24.0 –13.3 16.1

n SGAM Fund
Bonds CHF A CH BD LUX 07/31 CHF 26.33 0.9 1.9 0.2
Bonds ConvEurope A EU BD LUX 07/30 EUR 30.99 6.6 10.6 9.7
Bonds Eur Corp A EU BD LUX 07/31 EUR 21.42 –2.4 –3.0 –1.1
Bonds Eur Hi Yld A EU BD LUX 07/30 EUR 19.07 –10.0 –9.7 –4.0
Bonds EURO A EU BD LUX 07/31 EUR 37.07 0.4 1.6 0.8
Bonds Europe A EU BD LUX 07/31 EUR 35.74 –0.1 0.6 0.5
Bonds US MtgBkSec A US BD LUX 07/31 USD 21.88 –13.3 –9.9 –2.7
Bonds US OppsCoreplus A US BD LUX 07/31 USD 31.42 –0.2 4.8 4.4
Bonds World A GL BD LUX 07/30 USD 38.89 4.6 12.2 8.2
Eq. ConcentratedEuropeA EU EQ LUX 07/31 EUR 31.25 –22.6 –25.9 –8.1
Eq. Eastern Europe A EU EQ LUX 07/31 EUR 33.45 –24.1 –20.8 2.3
Eq. Equities Global Energy OT EQ LUX 07/31 USD 24.73 –1.8 11.5 16.0
Eq. Euroland A EU EQ LUX 07/31 EUR 13.02 –24.7 –26.7 –6.7
Eq. Euroland MidCapA EU EQ LUX 07/31 EUR 23.14 –20.1 –29.7 –6.6
Eq. EurolandCyclclsA EU EQ LUX 07/31 EUR 20.54 –18.9 –18.5 1.8
Eq. EurolandFinancialA OT EQ LUX 07/31 EUR 13.79 –25.9 –31.1 –13.4
Eq. Glbl Emg Cty A GL EQ LUX 07/31 USD 11.01 –18.5 –7.8 12.9
Eq. Global A GL EQ LUX 07/31 USD 31.11 –18.7 –19.0 –3.4
Eq. Global Technol A OT EQ LUX 07/31 USD 6.01 –15.3 –21.0 –0.6
Eq. Gold Mines A OT EQ LUX 07/31 USD 27.44 –8.4 7.6 5.5
Eq. Japan A JP EQ LUX 07/31 JPY 1124.27 –15.1 –27.6 –11.3
Eq. Japan Sm Cap A JP EQ LUX 07/31 JPY 1301.74 –23.6 –37.3 –27.3
Eq. Japan Target A JP EQ LUX 07/31 JPY 1938.53 –4.3 –19.2 –8.5
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 07/31 GBP 12.29 –27.9 –31.5 –12.1
Eq. US ConcenCore A US EQ LUX 07/31 USD 23.12 –13.9 –9.9 1.9
Eq. US Lg Cap Gr A US EQ LUX 07/31 USD 18.87 –6.2 –0.6 4.9
Eq. US Mid Cap A US EQ LUX 07/31 USD 33.17 –15.2 –5.0 8.3
Eq. US Multi Strg A US EQ LUX 07/31 USD 25.91 –10.0 –9.5 0.5

Eq. US Rel Val A US EQ LUX 07/31 USD 24.51 –14.4 –21.3 –5.1
Eq. US Sm Cap Val A US EQ LUX 07/31 USD 21.85 –12.5 –19.4 –3.9
Eq. US Value Opp A US EQ LUX 07/31 USD 22.27 –12.6 –19.3 –6.5
Money Market EURO A EU MM LUX 07/31 EUR 26.65 2.5 4.3 3.8
Money Market USD A US MM LUX 07/31 USD 15.59 1.8 3.9 4.4

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

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

Central and Eastern European EUR EE EQ EST 08/01 EEK 182.20 –32.0 –38.8 –14.1
New Europe Small Cap EUR EE EQ EST 08/01 EEK 99.06 –28.9 –38.4 –9.9
Second Wave EUR EE EQ EST 08/01 EEK 214.61 –21.9 –26.1 6.6

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 08/01 JPY 12724.00 –24.1 –38.3 –17.6
YMR-N Japan Fund JP EQ IRL 08/01 JPY 14105.00 –18.9 –32.9 –11.5
YMR-N Low Price Fund JP EQ IRL 08/01 JPY 18646.00 –18.3 –33.6 –12.4
YMR-N Small Cap Fund JP EQ IRL 08/01 JPY 8908.00 –28.1 –43.2 –21.5
Yuki Mizuho Gen Jpn III JP EQ IRL 08/01 JPY 7073.00 –23.9 –34.7 NS
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 08/01 JPY 7570.00 –22.1 –36.0 –17.3
Yuki Mizuho Jpn Exc 100 JP EQ IRL 08/01 JPY 9782.00 –21.9 –33.1 –15.5
Yuki Mizuho Jpn Gen JP EQ IRL 08/01 JPY 11964.00 –22.1 –36.5 –14.5
Yuki Mizuho Jpn Gro JP EQ IRL 08/01 JPY 8980.00 –27.2 –39.6 –18.4
Yuki Mizuho Jpn Inc JP EQ IRL 08/01 JPY 11485.00 –12.4 –28.1 –8.0
Yuki Mizuho Jpn Lg Cap AS EQ IRL 08/01 JPY 7442.00 –21.1 –31.9 NS
Yuki Mizuho Jpn LowP JP EQ IRL 08/01 JPY 15061.00 –16.9 –30.0 –11.0
Yuki Mizuho Jpn PGth JP EQ IRL 08/01 JPY 12079.00 –26.4 –34.3 –15.9
Yuki Mizuho Jpn SmCp JP EQ IRL 08/01 JPY 8873.00 –30.0 –42.8 –20.7
Yuki Mizuho Jpn Val Sel AS EQ IRL 08/01 JPY 7752.00 –17.5 –29.6 –12.7
Yuki Mizuho Jpn YoungCo AS EQ IRL 08/01 JPY 3891.00 –31.9 –50.1 –34.6

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 08/01 JPY 6855.00 –22.5 –32.5 –13.6
Yuki 77 General JP EQ IRL 08/01 JPY 9066.00 –21.1 –33.0 –12.6
Yuki 77 Growth JP EQ IRL 08/01 JPY 9180.00 –25.2 –37.5 –18.4

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 08/01 JPY 9407.00 –19.2 –35.8 –15.3
Yuki Chugoku Jpn Gro JP EQ IRL 08/01 JPY 7818.00 –22.5 –29.6 –12.6
Yuki Chugoku Jpn Inc JP EQ IRL 08/01 JPY 7804.00 –10.2 –22.7 –7.9
Yuki Chugoku JpnLowP JP EQ IRL 08/01 JPY 10977.00 –22.6 –36.3 –11.7
Yuki Chugoku JpnPurGth JP EQ IRL 08/01 JPY 7060.00 –19.4 –34.8 –14.5

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 08/01 JPY 10248.00 –20.3 –34.8 –13.9

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 08/01 JPY 7169.00 –18.7 –30.4 –11.4
Yuki Hokuyo Jpn Gro JP EQ IRL 08/01 JPY 6054.00 –24.7 –37.6 –18.6
Yuki Hokuyo Jpn Inc JP EQ IRL 08/01 JPY 7546.00 –10.5 –25.6 –9.5

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 08/01 JPY 7579.00 –21.9 –34.2 –14.2
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 08/01 JPY 6949.00 –22.1 –35.3 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 08/01 JPY 7721.00 –19.3 –36.9 –14.2
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n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Fund Ltd OT OT CYM 06/30 USD 106.53 –64.7 –49.1 –8.0
788 China Smaller Cap OT OT CYM 06/30 USD 75.93 NS NS NS
788 Gl Asset Alloc. Fd OT OT CYM 06/30 USD 86.51 –39.8 –23.6 –6.0
788 Japan Fund Ltd OT OT CYM 06/30 USD 81.80 –33.9 –24.1 –10.8

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

n ATLANTIC INVESTMENT MANAGEMENT - NEW YORK, NEW YORK
info@atlanticinvestment.net Tel: +1 212 484 5050
AJR International A US EQ VGB 07/30 USD 1074.20 1.4 1.7 NS
AJR International B US EQ VGB 08/01 USD 180.01 1.3 4.0 17.7
Cambrian Asia Ltd. AS EQ VGB 07/30 JPY 8469.00 –13.3 NS NS
Cambrian Europe Ltd. EU EQ VGB 07/30 EUR 84.55 –19.2 NS NS
Cambrian Fund Ltd. A US EQ VGB 07/30 USD 706.97 –18.1 NS NS
Cambrian Fund Ltd. B US EQ VGB 07/30 USD 172.48 –18.1 NS NS
Rodinia Fund Ltd US EQ VGB 07/30 USD 132.82 –7.9 –8.8 NS

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

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

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

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

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

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

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

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

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

MultiAdv Arb USD OT OT GGY 06/30 USD 220.78 –1.1 –1.8 6.0

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

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 07/24 EUR 256.68 0.9 2.6 NS
Integrated Cash Dyn EUR OT OT CYM 06/30 EUR 101.62 0.8 1.6 3.6
Integrated Dir Trading EUR OT OT CYM 06/30 EUR 109.79 7.1 16.3 10.9
Integrated Emg Markets EUR OT OT CYM 06/30 EUR 97.13 –7.5 –2.9 3.9
Integrated European EUR OT OT CYM 06/30 EUR 157.67 6.1 2.3 6.0
Integrated Event Driven EUR OT OT CYM 06/30 EUR 107.20 0.0 2.0 8.5
Integrated Lg/Sh Sel F EUR OT OT CYM 06/30 EUR 99.92 0.0 1.3 8.5
Integrated Lg/ShEqA EUR OT OT IRL 06/30 EUR 113.35 –3.7 –2.3 4.7
Integrated MultSt B EUR OT OT VGB 06/30 EUR 140.51 0.7 3.4 6.2
Integrated Relative Value EUR OT OT CYM 06/30 EUR 99.32 –1.1 –0.7 4.5

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

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 07/25 USD 673.34 –19.0 –16.6 –10.9
Antanta MidCap Fund EE EQ AND 07/25 USD 1456.26 –19.6 0.1 16.2
Meriden Opps Fund GL OT AND 07/30 EUR 103.73 –7.5 NS NS
Meriden Protective Div GL EQ AND 07/28 EUR 79.69 –1.8 NS NS

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

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

n RAINBOW ADVISORY SERVICES LTD. TEL: +242 322 5444
info@rainbowadvisors.com
Rainbow Glb Hi Yld GL BD BHS 06/30 USD 4125.75 1.3 13.6 1.7
Star Fund Ltd Inv GL BD BHS 06/30 USD 2844.54 7.2 34.6 8.2

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 07/29 USD 60.04 26.1 4.1 24.9
Superfund GCT USD* GL EQ LUX 07/29 USD 3030.00 24.9 4.7 18.7
Superfund Gold A (SPC) GL OT CYM 07/29 USD 1071.46 21.9 32.6 32.3
Superfund Gold B (SPC) GL OT CYM 07/29 USD 1159.49 23.8 28.0 38.5
Superfund Q-AG* OT OT AUT 07/29 EUR 7619.00 17.8 7.2 16.4

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

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 06/30 EUR 1379.37 10.3 19.2 15.7
Winton Evolution GBP GL OT VGB 06/30 GBP 1353.02 10.9 21.0 17.2
Winton Evolution JPY GL OT VGB 06/30 JPY 123516.36 7.5 15.0 11.8
Winton Evolution USD GL OT CYM 06/30 USD 1349.42 10.0 19.7 16.8
Winton Futures EUR GL OT VGB 06/30 EUR 200.50 18.2 29.3 22.5
Winton Futures GBP GL OT VGB 06/30 GBP 214.70 19.1 31.6 24.3
Winton Futures JPY Lead Series 2 GL OT VGB 06/30 JPY 14653.53 16.4 25.8 19.8
Winton Futures USD GL OT VGB 06/30 USD 716.03 18.1 30.3 23.9

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 07/25 EUR 150.74 6.5 11.7 5.8
Zulauf Europe Fd LP OT OT CYM 03/31 USD 173.04 1.2 12.5 6.3
Zulauf Europe Fd USD OT OT CYM 07/25 USD 320.76 7.0 13.0 8.1

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 06/30 USD 1602.00 NS 0.5 4.1 5.0 8.0

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.

26 MONDAY, AUGUST 4, 2008 T H E WA L L ST R E ET JOU R NA L .



AOL is closer to splitoff
Work is completed
to separate dial-up,
content businesses

By Matthew Dolan

U.S. auto sales dropped 13.2% in
July from the same month last year as
sales of trucks and sport-utility vehi-
cles kept falling, and a tight credit
market kept customers out of show-
rooms while forcing auto makers to
back away from leasing vehicles.

Vehicles sales totaled 1,136,176
cars and light trucks, according to Au-
todata Corp. The seasonally adjusted,
annualized sales pace was 12.55 mil-
lion vehicles, much lower than ex-
pected and a worrying sign for an al-
ready embattled auto industry. The
year-earlier level was 15.48 million.

Sales are on a pace not seen since
the recessionary period of the early
1990s. Sales of about 16 million vehi-
cles in a year are considered healthy.

The downtrend again hit a wide
swath of auto makers, with the Big
Three taking the brunt of it. General
Motors Corp., reported that its sales
of cars and light trucks declined 26%
to 231,314.

Ford Motor Co.’s sales dropped

13% to 155,866, likely the company’s
worst July since the early 1980s, ac-
cording to company sales analyst
George Pipas. Chrysler LLC reported
a 28.8% drop to 98,109.

In another weak month for a once
strong performer, sales at Toyota Mo-
tor Corp. fell 11.9% to 197,424 vehicles.

Honda Motor Co. has bucked the
trend in recent months, thanks to the
popularity of its small cars such as the
Civic and Fit. But sales fell 1.6% to
138,744, surprising analysts. Sales of
Honda passenger cars rose 14%, al-
though truck sales plummeted 22%.
Nissan Motor Co. claimed one of the
few bright spots in the market, with
an 8.5% gain in July U.S. sales to
95,319, a figure observers attributed
to large incentives for consumers.

Auto makers reiterated that they
could have sold more vehicles in July
but lacked enough of the models that
customers wanted. GM officials fore-
cast that vehicle shortages might cost
the industry as much as 300,000 units
in lost sales this year. Sales of cross-
over vehicles—a segment hurt by the

dropping residual values of trucks
and sport-utility vehicles—also fell.
GM’s total truck sales tumbled 35%.

The auto makers continue to rely
on incentives to unload bulging inven-
tories of trucks and SUVs on its dealer
lots. Ford’s Jim Farley, global vice
president for marketing and commu-
nications, said the auto maker will
ratchet up truck incentives in August,
and GM officials said they would re-
vive incentives that had expired.

Ford is pursuing its leasing cus-
tomers, enticing them with new deals
designed to persuade them to buy
their next vehicle. Chrysler is extend-
ing discounted six-year financing to
more products.

Customers such as Tracy Stone, a
35-year-old from Fremont, Neb., are
taking advantage of those deals. He
bought a GMC Sierra truck in early
July because the discounts were too
good to resist. The sticker price was
$20,000; Mr. Stone, who manages his
own machine-parts business, bought
the vehicle for $14,000. “It’s a dispos-
able truck,” he said. “Four years and
you can throw it away, seriously.”

Mr. Farley said trouble in auto
sales would be further complicated by
a constricting credit market, which
had forced auto makers to reduce leas-
ing availability. GM officials played
down those concerns. “I think the
tightening has already taken place. I
don’t see it getting worse,” said Mark
LaNeve, GM’s sales chief.

Overall, July sales were pushed
down by a weak economy, tightening
credit and a soft housing market, all
factors likely to hurt auto sales in the
months ahead, too. At the same time,
auto makers are seeing a shift: Ameri-
can consumers long enamored with
trucks and SUVs are now looking for
fuel-efficient cars. —Kate Linebaugh

contributed to this article.

U.S. auto sales sink; Big Three suffer

GLOBAL BUSINESS BRIEFS

Bulgari SpA

Italian luxury-goods company
Bulgari SpA said net profit fell 8.8%
in the second quarter, hit by higher
taxes and operating expenses. The
Rome-based company said net
profit totaled Œ31.4 million
($48.8 million), down from
Œ34.4 million a year earlier. Despite
economic challenges, Bulgari said
revenue rose 4.8% to Œ274.7 million,
as sales of its biggest product seg-
ment, jewelry, rose 10%, while per-
fume sales grew 32%. Still, the com-
pany saw declines in watch sales
and sales from the Americas. Bul-
gari said it expects full-year sales,
operating profit and net profit to
come in at the lower end of its previ-
ous forecast range. Bulgari has said
it expects full-year growth of 8% to
12% in sales and net profit in 2008.

By Merissa Marr

Time Warner Inc. has completed
the internal work necessary to sepa-
rate its AOL unit’s dial-up-access
business from its advertising and
content business, the company is ex-
pected to announce Wednesday.
Now it will get serious about plot-
ting the Internet unit’s next steps, in-
cluding whether to sell one or both
of the businesses.

For months Time Warner has
been exploring options for the two
sides of AOL, including whether to
sell or combine the businesses in a
partnership with other companies.
But talks have been held back by un-
certainty about what the revenue
and liabilities are for each of the two
sides, which made it hard for outsid-
ers to put a value on the businesses.

Clarifying the future of AOL has
been one of the top priorities for
Time Warner Chief Executive Jeff
Bewkes since he took the job seven
months ago. AOL has long been a
drag on Time Warner’s stock be-
cause of the decline of its Internet-
access business and uncertainty
about prospects for its ad-based
business.

Investors will scrutinize Time
Warner’s second-quarter results,
also due to be released Wednesday,

for clues as to the health of AOL ad
businesses. In particular investors
will want to see whether the busi-
nesses, which include online ad-
sales firm Advertising.com, are
weathering the economic slowdown.

Mr. Bewkes started the complex
process of separating the dial-up
business from the portal side earlier
this year. He had hoped to complete
it by the end of the second quarter,
he said in the spring, although it
took about a month longer. The sepa-
ration was largely a bookkeeping ex-
ercise, requiring staffers to figure
out how to divide revenue, staff and
liabilities for businesses that have
long been closely intertwined.

By dividing the Internet-access
business, which has been declining
for years, from the rest of AOL, Mr.
Bewkes hoped to better spotlight
the value of the advertising and con-
tent businesses, now regarded as
AOL’s core business.

Preparations for the split took
on greater urgency after Microsoft
Corp.’s bid for Yahoo Inc., which
prompted Yahoo to contemplate
teaming up with AOL as a way to
fend off the software behemoth. Mi-
crosoft has since turned its atten-
tion to AOL as well.

After months of off-and-on talks
with both Microsoft and Yahoo, Time
Warner continues to hold informal
discussions with the two companies,
according to people familiar with the
situation. A concrete deal hasn’t yet
surfaced with either company.

Discussions with Yahoo, the
most advanced of the two, envision

Yahoo folding in AOL, with Time
Warner getting a minority stake in
the combination, the people said.
The Yahoo discussions have valued
AOL at around $10 billion, excluding
the dial-up business. In contrast,
Time Warner’s current stock price—
around $14—suggests a value of no
more than $3 billion to $4 billion for
the ad-sales and content busi-
nesses, analysts say.

Once Time Warner concludes dis-
cussions about the ad-based busi-
ness, it will turn to the dial-up busi-
ness, people familiar with the situa-
tion said. The company already has
had informal contact with possible
buyers, including rival EarthLink
Inc. It is exploring a securitization,
whereby it would raise money on
the back of anticipated cash flow
from the business.

Analysts value the business at $2
billion to $3 billion, but Time
Warner is expected to seek consider-
ably more than that in any sale dis-
cussion, according to people famil-
iar with the situation. Despite hav-
ing been in decline for several years,
the business is still profitable and
generates a predictable stream of
cash. It serves 8.7 million subscrib-
ers, while EarthLink, the second big-
gest dial-up service in the U.S.,
serves 2.2 million.

EarthLink’s chief executive, Rolla
Huff, has told investors he is looking
to make deals with other dial-up op-
erators as a way to boost the compa-
ny’s cash generation, reasoning that
old technologies always stick
around longer than people expect.

By Sara Silver

And Ben Dummett

Nortel Networks Corp.’s second-
quarter loss widened sharply, hit by
restructuring charges and slower
spending by U.S. telecom carriers;
shares fell sharply Friday.

Nortel posted a loss of $113 mil-
lion, or 23 cents a share, compared
with a loss of $37 million, or seven
cents a share, in the year-earlier
quarter. The latest results include re-
structuring charges of $67 million,
a loss of $21 million primarily from

interest-rate swaps and a gain of
$34 million from currency fluctua-
tions. The year-earlier results in-
cluded a regulatory-investigation
expense of $35 million, a gain of $69
million due to changes in foreign-ex-
change rates and restructuring
charges of $36 million.

Revenue rose 2.3% to $2.62 bil-
lion, but $314 million of that was pre-
viously deferred revenue, which pro-
duces sales in accounting terms but
no new cash.

Nortel shares fell 15% to $6.52 in
New York Friday.

Nortel’s loss for quarter triples

CORPORATE NEWS

Alliance & Leicester PLC

Alliance & Leicester PLC, which
is being acquired by Spain-based
Banco Santander SA, said it swung
to a net loss in the first half,
weighed down by write-downs and
higher funding costs. The U.K. mort-
gage lender posted a net loss of
£23.9 million ($47.2 million), com-
pared with a net profit of £184 mil-
lion a year earlier. The bank blamed
market turbulence for £209 million
in impairments and fair-value de-
clines on credit investments and
said that higher funding costs since
the start of the credit crunch took
an additional £70 million off profit.
Net-interest income fell 14% to
£355 million, while total income
was down 21% to £578 million. For
the full year, A&L said it expects
funding costs to be £150 million
higher than in 2007. Pending share-
holder approval, the deal is ex-
pected to be completed in October.

Ahold NV

Ahold NV reported a slight drop
in second-quarter sales, but its
shares rose after the food retailer
kept its full-year forecast as many
peers in the U.S. issue profit warn-
ings. The Amsterdam-based re-
tailer, which operates the Stop &
Shop and Giant-Landover supermar-
ket chains in the U.S. and Albert
Heijn in the Netherlands, said sales
fell to Œ5.78 billion ($8.98 billion)
from Œ5.83 billion a year earlier,
hurt by the weak U.S. dollar. Strip-
ping out currency fluctuations,
sales rose 7.3%. Ahold said sales
growth in Europe and the U.S. was
helped by price cuts and promo-
tions. Ahold stock was up 5.8%, or
43 European cents, to close at
Œ7.75 in Amsterdam Friday. Ahold is
due to report full second-quarter
earnings Aug. 28.

—Compiled from staff
and wire service reports.

Fortis NV

Dutch-Belgian bank and insur-
ance company Fortis NV said Gil-
bert Mittler, a member of its group
executive committee, will take a
new role as special adviser to acting
Chief Executive Herman Verwilst.
The move follows the ouster of Jean-
Paul Votron as chief executive of-
ficer last month, after Fortis was
forced to raise Œ8.3 billion ($12.9 bil-
lion) to strengthen its financial posi-
tion by suspending dividends and is-
suing new shares. In his previous po-
sition, Mr. Mittler was responsible
for finance, risk and general coun-
sel, a post that will now be divided
into three departments. New Chief
Financial Officer Lars Machenil,
Chief Risk Officer Fred Bos and Gen-
eral Counsel Jeannine Quaetaert
will report directly to Mr. Verwilst,
the company said.

HCL Technologies Ltd.

HCL Technologies Ltd., India’s
fifth-largest software exporter by
sales, said its fiscal fourth-quarter
net profit plunged 71%, hurt by for-
eign-exchange losses on a weaker ru-
pee. Net profit in the April-June pe-
riod slumped to 1.41 billion rupees
($33.4 million) from 4.86 billion ru-
pees a year earlier. The company re-
corded a foreign-exchange loss of
three billion rupees in the quarter,
compared with a gain of 2.5 billion
rupees a year earlier. The rupee lost
more than 7% against the U.S. dollar
in the just-ended quarter. Revenue
rose 35% to 21.68 billion rupees, said
the company, which reports its re-
sults according to U.S. accounting
standards. Other net income, includ-
ing from investments in mutual
funds, fell to 355 million rupees from
369 million rupees a year earlier.

Hongkong Land Holdings Ltd.

Singapore-listed Hongkong
Land Holdings Ltd. said its first-
half underlying net profit rose 56%
from a year earlier on higher rental
income from Hong Kong and Sin-
gapore. But chairman Simon
Keswick said income from commer-
cial properties may increase at a
slower pace in the second half, as
rents in Asia reflect the impact of
the weaker global economy and vola-
tile financial markets. Hongkong
Land, a unit of Singapore-listed con-
glomerate Jardine Matheson Hold-
ings Ltd., said its underlying net
profit for the six months ended June
was US$242 million, up from $155
million a year earlier. Gains from
the revaluation of investment prop-
erties rose to $1.41 billion from $1.16
billion. First-half revenue fell 19% to
$319.2 million from $392.9 million.

Linde AG

Linde AG posted a 49% jump in
second-quarter net profit, helped
by growth in its engineering and
gases divisions as well as lower
taxes. The Germany-based indus-
trial-gases and chemicals company
posted net profit of Œ215 million
($334.1 million), up from Œ144 mil-
lion a year earlier, partly because
of tax savings related to its acquisi-
tion of BOC Group in 2006. Net reve-
nue increased 10% to Œ3.34 billion
from Œ3.03 billion. The company
said it expects sales at its engineer-
ing and gases divisions to grow de-
spite the economic slowdown, with
earnings outpacing sales. Linde
confirmed its target for 2010, with
an operating profit of Œ3 billion
and a return on capital employed of
at least 13%.

Schneider Electric SA

Acquisitions, sales growth
bolster full-year forecast

France-based Schneider Electric
SA, which makes equipment for elec-
trical distribution, reported a 17%
rise in first-half earnings, helped by
strong organic growth and price in-
creases, and raised its full-year
growth forecast. Net profit rose to
Œ851 million ($1.3 billion) from Œ729
million a year earlier, while revenue
was up 8.4% to Œ8.95 billion. Acquisi-
tions and strong sales growth in Eu-
rope offset the effects of the weaker
dollar, which hit sales by Œ481 mil-
lion, the company said. As a result,
Schneider increased its full-year out-
look, saying it now expects organic
revenue growth, which strips out
new acquisitions and exchange-rate
fluctuations, of at least 8%. Since the
start of the year, Schneider shares
have lost about 24% of their value.
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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 07/31 GBP 7.94 –16.1 –14.0 –4.0
Andfs. Borsa Global GL EQ AND 07/31 EUR 7.99 –16.6 –17.9 –2.6
Andfs. Emergents GL EQ AND 07/31 USD 18.25 –14.1 –5.7 16.9
Andfs. Espanya EU EQ AND 07/31 EUR 14.08 –20.3 –18.3 0.5
Andfs. Estats Units US EQ AND 07/31 USD 17.51 –13.8 –9.8 1.6
Andfs. Europa EU EQ AND 07/31 EUR 8.85 –20.2 –20.6 –4.0
Andfs. Franca EU EQ AND 07/31 EUR 11.07 –21.2 –23.6 –7.2
Andfs. Japo JP EQ AND 07/31 JPY 660.89 –14.5 –26.2 –8.8
Andfs. Plus Dollars US BA AND 07/31 USD 10.10 –5.6 –5.1 0.9
Andfs. RF Dolars US BD AND 07/31 USD 11.33 0.0 1.4 2.3
Andfs. RF Euros EU BD AND 07/31 EUR 10.52 –4.7 –6.1 –2.8
Andorfons EU BD AND 07/31 EUR 14.15 –7.5 –10.2 –4.7
Andorfons Alternative Premium OT OT AND 06/30 EUR 114.63 –1.2 –0.8 3.2
Andorfons Mix 30 EU BA AND 07/31 EUR 10.50 –9.5 –10.8 –2.9
Andorfons Mix 60 EU BA AND 07/31 EUR 11.26 –14.5 –14.9 –3.2

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 07/25 USD 219911.98 –15.7 –21.2 4.7

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P EU BA LUX 07/31 EUR 10.46 0.9 1.3 3.3

DJE-Absolut P GL EQ LUX 08/01 EUR 215.10 –14.8 –12.4 2.9

DJE-Alpha Glbl P EU BA LUX 08/01 EUR 181.70 –11.1 –7.9 4.0

DJE-Div& Substanz P GL EQ LUX 08/01 EUR 212.58 –10.8 –11.6 4.6

DJE-Gold&Resourc P OT EQ LUX 08/01 EUR 171.27 –8.6 –1.9 0.4

DJE-Renten Glbl P EU BD LUX 08/01 EUR 120.26 –1.5 –1.3 1.0

LuxPro-Dragon I AS EQ LUX 08/01 EUR 130.40 –27.9 –16.3 NS

LuxPro-Dragon P AS EQ LUX 08/01 EUR 127.85 –29.3 –17.7 NS

LuxTopic-Aktien Europa EU EQ LUX 08/01 EUR 16.28 –15.6 –10.8 2.4

LuxTopic-Pacific AS EQ LUX 08/01 EUR 17.33 –19.3 –19.2 6.7

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 08/01 EUR 81.66 –25.6 –30.1 NS

(Lux) E Eur ConvgnceUSD EE EQ LUX 08/01 USD 97.51 –21.1 –20.5 NS

(Lux) Russian EUR EE EQ LUX 08/01 EUR 89.06 –21.7 –17.5 NS

(Lux) Russian USD EE EQ LUX 08/01 USD 106.25 –17.1 –6.3 NS

Balkan Fund EE EQ SWE 08/01 SEK 23.04 –30.9 –31.5 9.6

Baltic Fund EE EQ SWE 08/01 SEK 61.33 –16.7 –23.7 4.3

Eastern European Fund EU EQ SWE 08/01 SEK 43.24 –21.1 –18.0 9.2
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Small bank in Florida is
eighth in U.S. to fail this year
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Chrysler discloses data
in move to dispel rumors

Push looks to tame foreclosures
Fannie, Freddie salve
eases firms’ books,
but pressure persists

HSBC talks to Lone Star about KEB
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By James R. Hagerty

Fannie Mae and Freddie Mac, try-
ing to contain mortgage-default
losses, are redoubling efforts to pre-
vent foreclosures.

In some cases, though, these
moves may only delay the inevitable,
easing pressure on the companies’ fi-
nances in the short term without re-
solving their troubles.

The two U.S.-government-spon-
sored guarantors of home loans last
week said they will increase fees they
pay loan-servicing companies for
“workouts” that prevent foreclo-
sures. (Servicing companies collect
loan payments and handle other ad-
ministrative tasks.) Freddie also said
it will give servicers more time to pur-
sue such workouts.

Both companies emphasized that
they want to keep families in homes.
But Joshua Rosner, an analyst at the
New York research firm Graham
Fisher & Co. and frequent critic of the
companies, said they were trying to
conserve cash. “It seems they would
rather pay servicers to keep the losses
rolling into the future even if close to
a majority of borrowers redefault be-
cause they are unable to handle the
mortgages,” Mr. Rosner said.

Under Freddie’s new incentives,
loan servicers will be paid $800 for
modifying the terms of a mortgage to

avoid foreclosure, up from $400. Fred-
die also agreed to raise the amount it
pays servicers for arranging short
sales—in which a lender accepts less
than the full amount owed on the loan
when a home is sold—to $2,200 from
$1,100. Fannie announced similar in-
creases in incentives.

In places with relatively quick fore-
closure processes, Freddie said it will
allow servicers as many as 300 days
from the due date of the last payment
to seek alternatives to foreclosure.

This policy applies to Alabama,
Alaska, Arizona, Arkansas, California,
Georgia, Hawaii, Maryland, Michigan,
Minnesota, Mississippi, Missouri,
New Hampshire, North Carolina,
Rhode Island, Tennessee, Texas, Vir-
ginia, West Virginia, Washington,
D.C., and Wyoming. Freddie said the
new policy doesn’t apply in other
states, where the foreclosure process
normally takes more than 300 days.

Late last year, Fannie and Freddie
both adopted policies that delay the
need to recognize losses on some de-
linquent loans. The two companies
guarantee payments on loans that
back mortgage securities held by oth-
ers. If borrowers default on those
loans, Fannie and Freddie have to com-

pensate the investors. Until Decem-
ber, Freddie’s policy generally was to
buy problem loans from the investors
shortly after they become 120 days
overdue. Now, it can wait until pay-
ments are as much as 24 months over-
due. Fannie made similar changes late
last year.

When Fannie and Freddie buy de-
linquent loans from investors, the
companies must mark the loans down
to estimates of their current market
value.

In another step aimed at slowing
the flood of foreclosures, Fannie ear-
lier this year began offering to finance
unsecured loans of as much as
$15,000 to people who have fallen be-
hind on their mortgage payments.
These loans are designed to allow the
borrowers to pay the past-due
amounts on their mortgages. These
15-year loans are aimed at people who
fell behind on their payments because
of a temporary financial squeeze—
caused, for instance, by a divorce,
death in the family or medical prob-
lem—but who can afford to meet fu-
ture monthly payments, Fannie offi-
cials have said. Some critics say the
loans may be just a stopgap that sad-
dles people with additional debt they
can’t afford.

Fannie and Freddie have reported
combined losses of about $11 billion
during the past three quarters, largely
because of defaults. Freddie is due to
report second-quarter results
Wednesday. Fannie also is expected to
report results for the quarter soon but
hasn’t announced a date.
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By Jeff Bennett

Chrysler LLC, in a surprising move
aimed at quelling speculation, re-
leased some financial data and said it
is ahead of its operational plan.

The company’s cash and market-
able securities came to $11.7 billion
through June 30, according to the
auto maker. Earnings before inter-
est, taxes, depreciation, amortiza-
tion were $1.1 billion.

The public disclosure is a rarity
since Chrysler, owned by private-eq-
uity firm Cerberus Capital Manage-
ment LP, isn’t required to share any
financial data. Cerberus took con-
trol of Chrysler a year ago, untying a
nine-year partnership with German
auto maker Daimler AG. Daimler re-
tains a 19.1% stake in Chrysler.

“There is a lot of false specula-
tion rumbling around about our
company,” said Chrysler President
Jim Press. “We wanted a chance to
tell our story.”

Standard & Poor’s Rating Service
lowered its ratings for Chrysler to
single-B-minus from B, citing the

steep drop in new-vehicle sales and
the shift in consumer preferences to-
ward smaller, more fuel-efficient ve-
hicles, which is making it harder for
Chrysler and other auto makers to re-
structure. Also last week, Fitch Rat-
ings cut its rating on Chrysler deeper
into junk with a triple-C grade. It
cited restricted access to funding.

Chrysler’s holdings included
$2.3 billion in restricted cash, ex-
cluding $2.3 billion in its retirement
fund assets.

Meanwhile, Chrysler’s lending
arm—Chrysler Financial—last week
was working to complete a $30 bil-
lion refinancing of working capital.
The structure of the financing is
known as a conduit—long-term as-
sets such as leases and car loans are
used to back short-term loans.

Chrysler Financial ended its prac-
tice of offering leases to its U.S. cus-
tomers Friday, in response to the
steep drop in used-car values, partic-
ularly for sport-utility vehicles and
trucks. Chrysler Chief Financial Of-
ficer Ron Kolka said Chrysler re-
mains ahead of its financial plan.

Loan servicers will
receive more money
to modify mortgages
to avoid foreclosure.

By Dan Fitzpatrick

And Michael R. Crittenden

Federal and state regulators
closed First Priority Bank of
Bradenton, Fla., the eighth U.S. bank
to fail this year.

The Federal Deposit Insurance
Corp. said First Priority’s insured ac-
counts would be acquired by Sun-
Trust Banks Inc. through a purchase
and assumption agreement. Sun-
Trust also bought $42 million of the
failed bank’s assets, including cash,
cash equivalents and securities.

Separately, the FDIC said it
reached an agreement with a unit of
Beal Bank Nevada to purchase
$14 million in First Priority’s assets.
The FDIC said that First Priority had
total assets of $259 million as of
June 30, as well as total deposits of
$227 million.

At the time of its closing, the bank
was holding about $13 million in un-
insured deposits in about 840 ac-

counts that could exceed the FDIC’s
insured deposit limit. The FDIC esti-
mated the cost to its deposit insur-
ance fund will be $72 million.

It was the first bank failure in Flor-
ida, a state still reeling from a spate
of overbuilding and credit problems,
since Tallahassee’s Guaranty Na-
tional Bank in 2004.

First Priority had been strug-
gling for the last year and a half. It
lost $19 million in 2007, $3 million
in the first quarter of 2008 and $12
million in the second quarter, bring-
ing its capital base down to $1.5 mil-
lion. Its Tier 1 capital ratio, a key
measure of financial soundness,
was down to 0.7%. Regulators want
Tier 1 to be at least 8%.

Miami banking consultant Ken
Thomas expects to see more failures
along Florida’s west coast, where
Bradenton is located and where
start-up banks flocked in the early
part of this decade while chasing
the residential building boom.

By Ragnhild Kjetland

And Victoria Howley

LONDON—HSBC Holdings PLC
said it was discussing with Lone
Star Funds how to move forward
with its planned purchase of a
51.02% stake in Korea Exchange
Bank.

HSBC Asia Pacific Holdings en-
tered into a conditional agreement
to buy the stake in September 2007,
but the bank failed to get regula-
tory approval for the $6 billion deal
by the deadline July 31. This left the
deal open to termination by either
HSBC or Lone Star.

“HSBC Asia has not terminated
the acquisition agreement nor has it

received a notice of termination
from Lone Star,” the bank said Sun-
day. “HSBC Asia and Lone Star are
discussing how this transaction
may be taken forward. A further an-
nouncement will be made as and
when appropriate.”

The initial application seeking
official approval for the deal, made
more than seven months ago, has
become outdated as Korean law re-
quires the government to review
the application within one month
of its submission, according to the
Korea Financial Services Commis-
sion.

The government has delayed its
decision because of what it calls
“legal uncertainties.”

The FSC Director-General
Kim Gwang-soo said last week the
resolution of legal uncertainties
will come when the Seoul Central
District Court gives its ruling on the
ongoing trial involving one former
Finance Ministry official and two
KEB executives.

The media and government offi-
cials are predicting the court deci-
sion will come in September or Oc-
tober.

Lone Star bought KEB for about
$1.3 billion in 2003.

Lone Star couldn’t be reached
for comment.
 —Marietta Cauchi in London

and Jin-Young Yook in Seoul
contributed to this article.
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T
HE U.S. HAS BEEN un-
derestimating the rate
of new HIV infections

by 40% for nearly a decade,
officials of the U.S. Centers
for Disease Control and Pre-
vention said. The CDC now
says an estimated 56,300
people a year are becoming
infected with the virus, up
from the old rate of 40,000
people a year.

More than one million peo-
ple in the U.S. are infected with human immunodefi-
ciency virus, or HIV. Some 33 million people world-
wide are living with HIV-AIDS and another 25 million
have died from it, most of them in sub-Saharan Af-
rica. The new rate is based on improved counting and
statistical methodology by the CDC. —Marilyn Chase

T
HE BOARD of
governors of
the United Na-

tions’ atomic watch-
dog unanimously ap-
proved an inspec-
tions agreement with
India that is a key
precondition to com-
pleting a nuclear deal

between India and the U.S.
“It’s an important day for India,” Indian Prime

Minister Manmohan Singh said on Indian television.
Thanking members of the International Atomic En-
ergy Agency’s board after the vote, he said the nu-
clear deal with the U.S. “is good for India and the
world.”

The deal could see the U.S. supply India with nu-
clear fuel and technology for civilian purposes.

N
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U.N. inspection deal eases
way for U.S. nuclear pact

Rate of new HIV infections
underestimated for decade

Bush aims to soothe allies on trip to Asia
Region is concerned
about China’s might
and U.S.’s priorities

U.S. ties Pakistan intelligence to Kabul attack

A
MOSCOW court con-
victed a former busi-
ness partner of jailed ty-

coon Mikhail Khodorkovsky of
conspiracy in five contract
murders on Friday and sen-
tenced him to life in prison.

The Moscow City Court
found Leonid Nevzlin, left,
guilty of five counts of murder,
five of attempted murders,
and one of armed robbery.

In emailed comments re-
layed by a spokeswoman, Mr. Nevzlin, who has been liv-
ing in self-imposed exile in Israel since 2003, described
the case against him as reminiscent of “Stalin’s terror.”

Judge Valery Novikov ordered Mr. Nevzlin to serve
his sentence in a high-security prison. Israel has refused
Russian requests for his extradition. —Associated Press
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By John D. McKinnon

Washington

U .S. PRESIDENT George W. Bush
leaves for a visit to Asia on Mon-
day that will help mark China’s

emergence on the world stage but will
also seek to reassure longtime allies in
the region that the U.S. still stands
with them. To some of China’s ner-
vous neighbors, though, the U.S.’s ac-
tions—or lack thereof—don’t always
match its words.

The highlight of Mr. Bush’s trip
will be his four-day stop in Beijing to
attend the Olympics—perhaps the
most visible symbol yet of China’s
rapid rise as an international player.
He is expected to publicly cheer Ameri-
ca’s Olympic athletes while privately
pressing Chinese leaders for substan-
tive progress in granting more politi-
cal rights to its people, particularly in
restive Tibet.

He plans to urge Chinese President
Hu Jintao, for example, to use an ex-
pected new round of talks in October
to invite the Dalai Lama, the exiled Ti-
betan spiritual leader, to return to his
homeland and take an active role in
making the region’s development
more equitable for Tibetans.

But Mr. Bush’s trip—thought to be
the first time that a sitting U.S. presi-
dent has attended an overseas Olym-
pics—hasaddedtotheanxietyofsome
of China’s already-nervous neighbors.
Mr. Bush gives a major speech in
BangkokonThursdaythatseekstoun-
derscore U.S. interests in Asia broadly.
That will follow a quick stop in South
Koreatohighlightitsgrowingcommer-
cial and cultural ties with the U.S. and
to push for a free-trade pact that is
stalled in the U.S. Congress.

Previewing the speech in a round-
table interview with Asian reporters,
Mr. Bush acknowledged the concern
of some longtime allies. “If I were Thai-
land, I’d be asking, ‘What about us?
Will you remember other nations?’ ”
he said in response to a question.
“And the answer is, ‘Absolutely.’ ”

Despite occasional complaints in
Asiancapitalsof aperceivedlackof U.S.

attention, Mr. Bush insisted that his ad-
ministration’s policy has produced bet-
ter relations with everyone in the re-
gion. “Our foreign policy has been ro-
bustintheFarEast,”hesaid.“Notmany
presidents could say, in the history of
U.S. diplomacy, that relations with
SouthKorea,Japan,ChinaandThailand
are strong and robust. A lot of times, if
you’re friends with one, you made it
hard to be friends with another.”

Many of America’s oldest allies in
the region, such as Thailand, where
Mr. Bush will mark the 175th anniver-
saryofU.S.relations,worrythatU.S.at-
tention is consumed by problem areas
elsewhere,suchastheMiddleEastand
Afghanistan,aswellaslocalAsiantrou-
ble spots—notably North Korea.

At the same time, as part of its
strong free-trade agenda, the Bush ad-
ministration has sought better rela-
tions with all governments in the re-
gion, including traditional allies such
as Japan, South Korea and Taiwan
and emerging powerhouses like
China and India. As Asia’s interrelated
markets have developed, neighbors
have begun to see the need to have bet-
ter relations generally in the region.

Now, though, countries like Japan,
South Korea and Thailand fear that
the live-and-let-live U.S. attitude to-
ward Asia is encouraging China to as-
sert its military might in addition to
its economic power. They point, for ex-
ample, to China’s increasingly far-

ranging navy, which is pushing far-
ther into the Pacific. That could lead
to confrontations, some analysts say,
for example over the vital sea lanes
that are lifelines for many Asian coun-
tries, Japan in particular.

“There’s a concern that we’ve
stood by and watched” as China has
modernized its military, says Michael

Auslin, an Asia expert at
the conservative Ameri-
can Enterprise Institute.
Increasingly, “many na-
tions…feel trapped” in the
shadow of China’s mili-
tary influence.

China’s military spend-
ing, while growing rap-
idly, remains far smaller
than that of the U.S., both
in absolute terms and as a
percentage of gross do-
mestic product. The U.S.
has been encouraging Ja-
pan to bolster its own de-
fensive capabilities to bet-
ter serve as a regional
counterweight to China.

China’s growth also
hasearneditdiplomaticle-
verage,notjustonregional
security issues but on glo-
bal ones such as climate
change and trade policy.

“There is some worry,
especially among the Jap-
anese, that the U.S. is go-

ing to be too focused on China,” says
Adam Segal, the Maurice Greenberg
senior fellow for China studies at the
Council on Foreign Relations.

While the Bush-administration of-
ficials have fostered strong relations
with Japan, India and China all at
once—a feat previously regarded as
nearly impossible—“there is still

something…to the critique that they
were overly focused on the Middle
East,” Mr. Segal says. While perceived
U.S. slights to Asia have been largely
symbolic ones, “symbols matter in
Asia policy.” Some allies in Southeast
Asia also view the rise of India with
concern, says Christopher Griffin of
the American Enterprise Institute.
But expansion of U.S.-Indian security
cooperation should help ease those
worries, he adds.

The White House consciously
chose Bangkok as the most appropri-
ate location to address the concerns.
Thailand has been a reliable ally, and
it recently assumed the rotating chair-
manship of the Association of South-
east Asian Nations.

But the speech is aimed at East
Asia more broadly. It will highlight
what the administration views as
America’s strong relations, and the im-
provements that have occurred in rela-
tions with some big and vital coun-
tries, such as India and Indonesia. It
also will underscore the improve-
ments in political freedoms in places
like Mongolia.

In particular, the president likely
will reassure the region that countries
can develop their relations with China
while hedging against China’s rise as a
military power through the network
of U.S.-backed security alliances.
 —Gordon Fairclough in Shanghai

contributed to this article.
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Beijing-bound U.S. President George W. Bush is seen
here with Olympic softball pitcher Jennie Finch.
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By Jay Solomon

WASHINGTON—Officials in the
Bush administration say renewed
tensions between India and Paki-
stan could be damaging U.S. efforts
to conquer the Taliban and achieve
stability in Afghanistan.

These concerns surfaced Thurs-
day when the U.S. charged that Paki-
stan’s intelligence agency helped
militants carry out an attack last
month on the Indian Embassy in
Kabul that killed 58 people.

Pakistan and Afghanistan
agreed Sunday to cooperate in ef-
forts to stop cross-border terror-
ism, Pakistan’s Foreign Ministry
said. Pakistan Prime Minister

Yousuf Raza Gilani met Afghan
President Hamid Karzai on the side-
lines of the South Asian Associa-
tion for Regional Cooperation in
Sri Lanka, according to the Associ-
ated Press.

They agreed to develop “a com-
mon strategy to overcome the chal-
lenges posed to the security and sta-
bility of both countries by terror-
ism and extremism,” the ministry
said in a statement, released at the
conclusion of the summit. The eight
SAARC member nations adopted a
regional antiterrorism cooperation
agreement and approved the imme-
diate establishment of a food bank
to cope with regional shortages trig-
gered by rising prices.

Indian Prime Minister Manmo-
han Singh said Saturday that the re-
cent attack on the embassy in
Kabul and a string of bombings in
Indian cities “are gruesome remind-
ers of the barbarity that still finds a
place in South Asia. It remains the
single biggest threat to our stabil-
ity,” he said, according to the AP.

U.S. officials said Thursday they
concluded that elements of Paki-
stan’s Inter-Services Intelligence,
or ISI, aided the July 7 attack,
based on telecommunications inter-
cepts linking Pakistani intelligence
officials to Afghan insurgents.

The U.S. officials said India’s se-
curity services drew similar con-
clusions based on their own tele-

communications intercepts and in-
telligence.

Pakistan’s government Friday
said it needs to purge Taliban sym-
pathizers from its intelligence ser-
vice but denied that the ISI helped
militants in the bombing, the AP re-
ported.

Since the collapse of the Taliban
regime in the U.S.-led war that fol-
lowed the Sept. 11, 2001, attacks in
the U.S., India and Iran have ex-
panded their influence in Afghani-
stan. Some U.S. officials say they
are concerned that the growing
roles of Pakistan’s rivals in Afghani-
stan are feeding the ISI’s desire to
support the Taliban and other in-
surgent groups.

Khodorkovsky ex-partner
is convicted of murders
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Gl Balanced (Euro) B EU BA LUX 07/31 USD 19.57 –7.4 –2.0 NS
Gl Balanced (Euro) C EU BA LUX 07/31 USD 19.73 –7.1 –1.4 NS
Gl Balanced (Euro) I EU BA LUX 07/31 USD 19.98 –6.5 –0.3 NS

Gl Balanced A US BA LUX 07/31 USD 18.23 –12.0 –10.2 0.6
Gl Balanced B US BA LUX 07/31 USD 17.58 –12.5 –11.1 –0.4
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Tokyo index hits 2-week low
as China, India move higher
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By V. Phani Kumar

MARKETWATCH.COM

HONG KONG—Tokyo stocks tum-
bled Friday to a two-week low on
poor earnings from major Japanese
companies.

“Soured investor sentiment may
linger for a while,” said Tomochika
Kitaoka, strategist at Mizuho Securi-

ties.
Chinese stocks

snapped a three-
day losing streak,
while markets in

Hong Kong and Mumbai rose for the
third straight session.

In Tokyo, the Nikkei Stock Aver-
age of 225 companies fell 2.1% to
13094.59, giving it a loss of 1.8% for
the week. NEC fell 17% to close at a
three-month low of 495 yen ($4.59)
after the electronics maker posted
weak April-to-June results.

Mizuho Financial Group sank
3.6% while Sumitomo Mitsui Finan-
cial Group skidded 7.7%, a day after

both lenders reported a steep drop
in operating profits for the fiscal
first quarter ended June 30.

China’s Shanghai Composite In-
dex rose 0.9% to 2801.82. The gains
came after President Hu Jintao said
sustaining the mainland’s rapid
growth was the country’s top prior-
ity. The remarks raised hopes that
China will initiate measures to
boost the economy after months of
monetary tightening to fight rising
inflation. In Hong Kong, the Hang
Seng Index firmed 0.6% to
22862.60.

Aluminum Corp. of China, or
Chalco, sank 3.6% in Hong Kong but
rose 0.4% in Shanghai, recouping
some early losses made after the
company cut its alumina price.

In Mumbai, the 30-share Sensi-
tive Index gained 2.1% to 14656.69.
It rose 2.7% for the week, its fourth
straight weekly gain.
 —Ayai Tomisawa in Tokyo

and Tuhin Kar in Mumbai
contributed to this article.

Credit Suisse promotes
three in push for China
Investment bankers
move to bigger roles
as nation gains clout

FUND SCORECARD
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ASIAN-PACIFIC
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The China Iron and Steel Associa-
tion informed the nation’s Com-
merce Ministry that it opposes BHP
Billiton’s proposed $170 billion take-
over of Rio Tinto.

“BHP Billiton, Rio Tinto and Bra-
zilian miner [Companhia Vale do
Rio Doce] already have a monopoly
on the global [iron ore] market, and
if two of them get merged, things
will certainly get worse,” said Luo

Bingsheng, the association’s deputy
chairman. The comments were in re-
sponse to the proposal submitted by
BHP regarding the takeover bid.

The Australian Competition and
Consumer Commission, which is re-
viewing the bid, will accept com-
ment from overseas parties, such as
Asian steel mills, in its review. BHP
declined to comment on the associa-
tion’s comments.

By Rick Carew

HONG KONG—Credit Suisse
Group promoted three China invest-
mentbankerstobiggerrolesinitsover-
allAsiaoperationsaspartofagrowing
focus on winning business there.

The move indicates the rising im-
portance of China business to the in-
vestment bank relative to other mar-
kets in Asia where it has been a major
player, such as Indonesia.

Zhang Liping, the 50-year-old
chairman of Credit Suisse’s China in-
vestment-banking team, has been
promoted to vice chairman of the
bank’s non-Japan Asia investment
banking division. He joins the invest-
ment-banking division’s two other
vice chairmen: Credit Suisse’s re-
gional head of mergers and acquisi-
tions and the head of its operations
for much of southeast Asia.

Two senior China bankers, Jan-
ice Hu and Jeremy Xiao, are being
promoted to co-chairmen of China
investment banking, sharing Mr.
Zhang’s previous role. The moves
were disclosed to employees in an in-
ternal memo Friday.

Global banks are setting their
sightsonbuildinguptheirChinaoper-
ations even as they trim elsewhere
amid global financial turmoil and
huge losses on U.S. subprime-related
holdings. The Zurich-based bank took
a major step toward gaining access to
China’smarketswhenChineseregula-
torsgranteditalicensetoformasecu-
rities joint-venture in June.

“We have to play China right as

part of our firm strategy,” Mr. Zhang
said in an interview. “We have a great
opportunity to enhance our coverage
versus competitors because Credit
Suisse as a whole was not as severely
affected by the subprime crisis.”

China’s equity markets are down
sharply this year causing fewer ini-
tial public offerings out of China,
the mainstay of investment banks’
business in the country. So banks
are shifting focus to mergers and ac-
quisitions advisory business as cash-
rich Chinese companies hunt for
overseas targets.

In his new role, Mr. Zhang will fo-
cus on larger strategic issues, such
as the China joint venture and inte-
grating the firm’s investment-bank-
ing, private-banking and asset-man-
agement operations in China. He
will hand off more responsibility for
marketing to important Chinese cli-
ents to Ms. Hu and Mr. Xiao.

Mr. Zhang said he expects the
firms’ securities joint venture with
Founder Securities Co., an arm of
Founder Group of Beijing, to be oper-
ational within a few months. He also
said the securities joint venture’s
board will include Chang Zhenming,
vice chairman of state-owned con-
glomerate Citic Group, among its
five members. Two board members
will come from Founder and two
from Credit Suisse.

Citic Group’s investment bank-
ing arm, Citic Securities Co., is one
of the country’s top two local invest-
ment banks.

Ms. Hu is the granddaughter of
late Chinese leader Hu Yaobang. She
rejoined Credit Suisse in 2005 from
Merrill Lynch. Mr. Xiao, 50, joined
Credit Suisse in November 2007
from law firm Herbert Smith, where
he worked on a range of major Chi-
nese state-owned enterprise IPOs.

By Alistair MacDonald

LONDON—After spending al-
most five months trying to sniff out
foul play behind a sharp fall in the
stock of bank HBOS PLC, the U.K.
markets regulator said rumors had
hurt the stock, but it didn’t find a cul-
prit.

A spokeswoman for the Finan-
cial Services Authority said the regu-
lator “couldn’t prove that people
were working in concert to bring
down [the] HBOS share price.”

“Despite the likelihood that the
rumors contributed to the fall in the
share price, the FSA has not uncov-
ered evidence that they were spread
as part of a concerted attempt by in-
dividuals to profit by manipulating
the share price,” the regulator said
in a statement Friday.

As a result, the FSA said it was
starting a review to ensure that
firms have controls to determine
the veracity of information, and
that traders don’t pass on or act on
false rumors. The review will cover
hedge funds, investment banks and
securities firms. The FSA said it ex-
pects to report its findings in the
early autumn.

The FSA began its investigation af-
ter HBOS shares fell as much as 17%
March 18 amid rumors circulating
that it was facing a cash crunch and
that the Bank of England’s governor
had cancelled travel plans to address
the problem. The FSA interviewed
people at investment banks, broker-
dealers—who act as the middlemen
between banks—and hedge funds. It
combed emails, trading records for
shares and derivatives, and message
boards on which investors swap tips.
The FSA also spoke with news organi-
zations and reconstructed coverage
of HBOS, the FSA said.

An HBOS spokesman declined to
comment.

The investigation comes as the
FSA is taking other steps to clamp
down on potential abuses. In June,
the FSA said investors in compa-
nies trying to raise funds in a so-
called rights issue must disclose
any short positions of a certain
size, or positions where the stock is
borrowed and sold in hope of profit-
ing from a fall.

The FSA currently has three in-
sider-trading cases in front of U.K.
courts and last Tuesday had eight
people arrested on the same charge.

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.

Chinese group opposes BHP deal

FSA doesn’t find
culprit to explain
HBOS stock fall
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Obama invites compromise
on offshore-drilling bill

By Rebecca Blumenstein,

Andrew Batson

And Geoffrey A. Fowler

BEIJING—China made two ges-
tures toward greater openness as
President Hu Jintao held his first
news conference ever with foreign
journalists, while authorities un-
blocked several Web sites that they
had censored in recent weeks, provok-
ing blistering international criticism.

Mr. Hu, appearing stiff but confi-
dent in a rare gathering with the me-
dia Friday, said he hoped the Olym-
pic Games would leave an enduring
legacy for China, and help convince
the world that its most populated
country is committed to a peaceful
rise to prosperity.

“We will never pursue an expan-
sionist role,” President Hu told a
group representing 25 news-media
organizations from around the
world. “The development we pursue
is peaceful, open and cooperative by
nature. China’s development in no
way threatens the interests [of
other nations].”

Mr. Hu lifted hopes the Olympics
could pave the way for more
changes within China, saying he
would press forward with both eco-
nomic and political overhauls, as
well as policies to tackle China’s en-
vironmental problems.

The Games have been widely de-
scribed as China’s coming-out
party, a chance to showcase its for-
midable economic achievements to
the world. But they have brought un-
precedented scrutiny to the way
China is run. Opposition to its poli-
cies in Tibet and Darfur exploded in
ugly protests during the Olympic-
torch relay in Europe and the U.S.
Critics charge that its leaders
haven’t lived up to commitments to
improve human rights, clear
Beijing’s smoggy air and lift Inter-
net restrictions ahead of the Games.

Without fanfare, several previ-
ously banned Web sites, including
ones run by human-rights group Am-
nesty International and the Chinese

version of Wikipedia, were sud-
denly accessible Friday inside the
Games’ main news center. The sites
were also available, albeit inconsis-
tently, in cities around China.

Web access for journalists cover-
ing the Games had become a conten-
tious issue for the International
Olympic Committee this week,
when access to sites critical of Chi-
na’s government were blocked in
Olympic venues. The IOC had previ-
ously said it received assurances
from Beijing that Internet access for
reporters covering the Games
would be completely uncensored.

Mr. Hu defended China’s efforts
on the Olympics and said its govern-
ment and people “have been working
in real earnest to honor the commit-
ments made to the international com-
munity.” He added they have worked
closely with the IOC since China was
awarded the Games in 2001.

“I don’t think that politicizing
the Olympic Games will do [any]
good,” Mr. Hu said. He urged that
those with differences “enter into
consultations on an equal footing to
narrow our differences and expand
our common ground on the basis of
mutual respect.”

On the economic front, Mr. Hu
voiced concerns about persistently
high inflation that has sent food
prices soaring, but signaled his ad-
ministration’s commitment to pursue
growth as well. “We must maintain
steady, relatively fast development
and control excessive price rises as

the priority tasks of macro develop-
ment,” he said.

Despite continuing economic
challenges both at home and abroad,
Mr. Hu said, “we will continue to
press ahead with comprehensive re-
form in this country, including politi-
cal reform. By so doing we want to
enhance the socialist democracy
and continue to build a socialist
country under the rule of law.”

As he entered the room, Mr. Hu,
who has long shunned the public
spotlight, shook hands with each of
the journalists in attendance, who
waited in line for his arrival.

Just as the moves toward open-
ness signaled progress, they also
demonstrated China’s penchant for
control. Although reporters from
some news-media organizations, in-
cluding The Wall Street Journal,
Reuters, Agence France-Presse and
NBC News, were invited to attend,
many foreign journalists weren’t.

The news conference could signal
a greater public role for Mr. Hu, espe-
ciallyaspoliticaljockeyingforhissuc-
cessor begins in earnest in the com-
ing three to four years, said Victor
Shih, a professor at Northwestern
University in Illinois. Mr. Hu’s prede-
cessor, Jiang Zemin, spoke mostly in
joint appearances with foreign lead-
ers or highly scripted interviews.

To choose the next leader, “they
will have to negotiate an outcome
somehow,” said Mr. Shih. “It will
help Hu Jintao if he has a higher pro-
file in foreign policy.”

China takes media steps
Hu gives briefing
to foreign press;
Web sites unlocked

U.S. lawmakers pushing
bill for offshore drilling

Economic-aid debate heats up

Chinese President Hu Jintao, at a meeting Friday with foreign reporters in Beijing,
defended his country’s efforts in hosting the Olympic Games.
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By Stephen Power

And Ian Talley

WASHINGTON—A group of Dem-
ocratic lawmakers is banding with
Republicans to draft legislation that
would ease the federal moratorium
on offshore oil drilling while ending
a tax break for oil companies.

The effort highlights the eager-
ness of some Democrats to break a
deadlock in Washington over en-
ergy policy as Congress heads for a
monthlong recess without having
passed legislation to address high
gasoline prices.

Many party leaders, including
Democratic presidential candidate
Sen. Barack Obama, have criticized
proposals by President George W.
Bush and the Republicans’ presump-
tive presidential nominee, Sen.
John McCain, to lift the offshore-
drilling ban. But opinion polls indi-
cate rising support among voters
for increased domestic drilling, in-
cluding in coastal areas where such
activity is currently prohibited.

In a move that could signal a pos-
sible softening of Sen. Obama’s posi-
tion, his campaign on Friday issued
a statement praising the bill but
stopped short of an endorsement.

A spokesman for Sen. McCain
said that while he “applauds the bi-
partisan effort,” he wouldn’t sup-
port the proposal because “he can-
not and will not support legislation
that raises taxes.”

On Friday, 10 senators—five
Democrats and five Republicans—
announced legislation to open to
drilling additional acreage in the
Gulf of Mexico off Florida’s western
coast. The legislation would allow
Virginia, North Carolina, South
Carolina and Georgia to “opt in” to
allowing drilling off their shores if
their legislatures approve.

At the same time, the bill would
raise billions of dollars for various
conservation and energy-efficiency
programs by making oil companies
no longer eligible for a manufactur-
ing tax credit. Some estimates have
put the potential savings from such
a move at $13 billion over 10 years.

The manufacturing tax credit
seeks to encourage job creation in
the U.S. by giving a tax break to all
domestic manufacturers that pro-
duce goods in the country, including
oil companies.

Within minutes of the senators’
unveiling of the bill, Sen. Obama’s
campaign released a statement that
praised the proposal as “a good
faith effort” and “an important step
in the process of reducing our dan-
gerous dependence on foreign oil.”

Asked whether Sen. Obama’s
comments signal an intention to sup-
port a relaxation of the ban, an
Obama campaign spokesman said,
“He welcomes this compromise as a
first, bipartisan step.…If a group of
senators come to him with a good-
faith effort to solve a major chal-
lenge like this one that contains
some steps he doesn’t like, he’s not
going to reject it out of hand.” A per-
son familiar with the matter said
Sen. Obama is likely to elaborate in
the coming days on steps he would
pursue as president to boost domes-
tic energy production.

Although Sen. Obama said he re-
mained “skeptical” that new off-
shore drilling would reduce gaso-
line prices in the short term, his
comments opened the door to work-
ing with the group. He said he wel-
comed “the establishment of a pro-
cess that will allow us to make fu-
ture drilling decisions based on sci-
ence and fact.”

There were signs that the mea-
sure could attract support from
other Democratic leaders. While
Senate Majority Leader Harry Reid
(D., Nev.), said he didn’t agree with
all of the provisions in the proposal,
he said, “I am hopeful this plan can
begin to break the current legisla-
tive stalemate on the Senate floor.”

The legislation would steer $7.5
billion to help auto makers and auto-
parts makers retool their factories
and another $7.5 billion to develop al-
ternative-vehicle technologies, such
as advanced batteries.

Those provisions—which aim to
have the nation’s vehicles using 85%
nonoil fuel sources within 20 years—
are similar to proposals that Sen.
Obama has made in recent weeks.

A repeal of the manufacturing
tax credit for oil companies, along
with a proposed requirement that
oil firms that haven’t paid royalty
fees on certain leases in the Gulf of
Mexico ante up billions of dollars in
payments, could prove more conten-
tious. It was unclear how energy
companies and their congressional
allies would react.

By Amy Chozick

CAPE CANAVERAL, Florida—
Barack Obama said he would sup-
port an expansion of offshore drill-
ing as part of a broader bipartisan
U.S. energy bill, a more flexible ap-
proach than the Democratic presi-
dential contender has previously
demonstrated.

Sen. Obama, who has opposed
further offshore drilling, on Satur-
day told reporters he “remains skep-
tical” of drilling provisions in pend-
ing legislation designed to lessen de-
pendence on foreign oil and ramp
up development of alterative en-
ergy, but he said he would be willing
to compromise.

“If we can come up with a genu-
ine bipartisan compromise in which
I have to accept some things I don’t

like or the Democrats have to accept
some things they don’t like…that’s
something I’m open to,” he said.

The issue of offshore drilling has
sparked heated debates between
Sen. Obama and his likely Republi-
can rival, John McCain.

Sen. McCain supports expanded
drilling off the nation’s coastlines as
a way to lower gasoline prices and
help the economy. He has criticized
Sen. Obama for opposing expanded
drilling.

The McCain campaign saw an
opening on Saturday to attack Sen.
Obama for flip-flopping. “We hope
Barack Obama will realize that his
ongoing opposition to John
McCain’s realistic energy solutions
and additional offshore drilling is
wrong,” campaign spokesman
Tucker Bounds said in a statement.

By Amy Chozick

And Elizabeth Holmes

With the U.S. unemployment
rate hitting a four-year high, Sen.
Barack Obama and Republican rival
Sen. John McCain ratcheted up the
debate about how to bolster the ail-
ing economy.

The Democratic presidential con-
tender called for an “emergency en-
ergy rebate” of as much as $1,000 to
middle- and low-income families to
be paid out as early as this fall and
financed through a windfall-profits
tax on oil companies. Sen. McCain re-
iterated his plan promoting corpo-
rate tax cuts while criticizing his op-
ponent’s economic proposals.

The comments came during a
week when Sen. Obama sought to re-
focus his campaign on the economy,
including high gasoline prices, a big
concern for voters. But it remains to
be seen how feasible either candi-
date’s economic plan is. The next pres-
ident will face an estimated $482 bil-
lion deficit in the fiscal year starting

October 2009, and growing concerns
over how to fund the country’s Social
Security and Medicare systems.

Friday, the Labor Department re-
ported that the U.S. lost another
51,000 nonfarm jobs in July, bring-
ing total job losses for the year to
463,000. That raised the unemploy-
ment rate to 5.7% in July from 5.5%
in June.

“You can’t afford to wait for re-
lief. Right now, people are suffer-
ing,” Sen. Obama said Friday at a
town-hall meeting in St. Petersburg,
Fla.

The economic plan the Illinois
senator announced on Friday essen-
tially repackaged ideas that he had
been promoting already. Sen.
Obama had previously called for a
windfall-profits tax on oil compa-
nies, but he specified that the tax
should last for five years and pay for
rebates of $500 to $1,000 to lower-
income families.

Sen. Obama said the rebate could
help families offset the increased
costs of gas and heating bills. The

senator’s existing economic plan
also calls for a $1,000 tax rebate for
certain households.

A second part of his plan, the sen-
ator said, is aimed at helping “jump-
start job creation and [helping] lo-
cal communities that are struggling
due to the economic downturn.” Un-
der this effort, $25 billion would go
toward state governments that face
big budget shortfalls, and another
$25 billion would be invested in the
country’s infrastructure and
schools.

Sen. McCain reiterated his “Jobs
for America” plan, unveiled in early
July, that includes tax cuts for indi-
viduals and businesses of all sizes.

“To get our economy running at
full strength again, we need to stay
focused on creating jobs for our peo-
ple, and protecting paychecks from
the rising costs of food, gasoline
and almost everything else,” he
said. “Above all, we need to get a
handle on the cost of oil and gaso-
line and to regain energy indepen-
dence for America.”
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Glitnir Bank results show
resilient Icelandic sector

How banks approach backlog of leveraged loans
Write-downs, sales
are common in U.S.;
Europeans just wait

— 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 Oliver Smiddy

And Duncan Kerr

A S INVESTMENT BANKS chip
away at the mountain of lever-
agedloansaccumulatedduring

the credit crunch—when debt was
cheap enough to fuel a host of debt-
heavy buyouts—a divide in ap-
proaches is emerging. Some banks,
many of them in the U.S., have been
willing to sell the loans at fire-sale
prices, while others, such as Barclays
PLC, have been clinging to them with
the hope of better times ahead.

In normal times, the banks would
have sold these loans to other inves-
tors. But in a credit crunch, that be-
cameextremely difficult. Private-eq-
uity veteran Thomas H. Lee pre-
dicted in November that it would
take six to eight months to clear the
global backlog of leveraged loans ar-
ranged before the credit crunch
struck this time last year.

The U.S. backlog in August 2007
stood at $237 billion and by July 25,
had fallen to $50 billion, excluding
debt arranged for deals struck since

the crisis, according to rating
agency Standard & Poor’s Corp.

The 10 banks with the largest le-
veraged-loan issuance in the first
half of last year, according to re-
search firm Dealogic, have written
down $21.08 billion of their lever-
aged loans in the past four quarters,
according to their accounts and
statements.

But a lot of leveraged loans re-
main on banks’ books, especially in
Europe. At the end of January this
year, the European “overhang” of le-
veraged loans stood at Œ91 billion
($141.4 billion), according to BNP
Paribas, and by July 25 it was Œ19 bil-
lion, according to S&P. U.S. banks
have been more aggressive in sell-
ing loans to help unburden their bal-
ance sheets, often at heavy dis-
counts. Some European issuers
such as Barclays Capital have cho-
sen to hang on to debt.

“A lot of banks have crystallized
their losses through a series of write-
downs,”said JonathanGuise,manag-
ing director at debt-advisory group
Houlihan Lokey. “We’ve seen a num-
berof large,well-publicized portfolio
sales as well as an increasing number
of highly discreet single-asset debt
sales too. But there is more to come.”

“There is a bifurcation in the le-
veraged buyout markets in the U.S.
versus Europe,” said Christian Hess,

head of UBS AG’s financial sponsor
group, which looks after private-eq-
uity clients. “While both markets
still suffer from large backlogs, the
U.S. market shut completely with
the onset of the credit crunch. Eu-
rope remained selectively open, but
is currently deteriorating.”

Those banks that keep the lever-
aged loans on their books will gain if
the credit market recovers enough
to return the loans to their former
value, or even beyond them. On the
other hand, the banks that take a fi-
nancial hit now are less exposed to

the risk that the buyouts they fi-
nanced will implode. By getting rid
of the most suspect debt, those
banks also have more flexibility as to
when and how they sell their debt.

Globally, Lehman Brothers Hold-
ings Inc.’s outstanding leveraged-
loan book at the end of June was
$11.5 billion, according to a research
note by Oppenheimer & Co. analyst
Meredith Whitney. The bank has
written down $1.3 billion in lever-
aged loans over the four quarters,
according to its accounts.

Deutsche Bank AG has been most

aggressive in marking down debt,
with write-downs over the past four
quarters totaling $3.99 billion. It has
also been one of the most aggressive
in cutting its exposure to leveraged
loans, which stood at $62.2 billion at
the end of September and had fallen
to $38.2 billion by the end of the sec-
ond quarter. Citigroup Inc. was sec-
ond with $3.38 billion in write-
downs, and its leveraged-loan book
was the second largest among those
banks that disclosed them as of the
end of the second quarter this year,
standing at $24.2 billion.

Some European banks have been
loath to write down loans, valuing
them at their original, face value.
Barclays Capital, for example, wrote
down just $115 million of leveraged
loans in those four quarters, com-
pared to the $3.09 billion that J.P.
Morgan Chase & Co. wrote down.

The effects of the loan backlog
have been keenly felt in the buyout
community. Banks have grown in-
creasingly circumspect in choosing
which deals to lend on, and have
been restrained in the amount of
debt they are able to lend.

David Holdsworth, managing as-
sociate at law firm Linklaters, said:
“The availability of debt has de-
creased. Debt-to-equity ratios of
80-20 were commonplace 18
months ago, but are no longer typi-
cal. Now equity checks are 40% or
more, and in some cases, sponsors
are willing to underwrite the entire
transaction with equity.”

Chipping away
The top-ten banks for issuing loans for leveraged buyouts in the first half
of 2007 and their total leveraged-loan writedowns since then

Sources: Financial News; the companies

*Figure based on the write-down as of April 22 
†Net figure, which takes into account "economic-risk mitigation strategies;" gross figure is $2 billion
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By Duncan Kerr

Iceland’s Glitnir Bank hf re-
ported solid earnings, rounding off a
week that depicted a resilient Icelan-
dic banking sector amid a cocktail of
problems, ranging from financial-
market volatility to pressure in the
credit-derivatives markets.

The bank’s results, following
Landsbanki Islands hf’s robust set
of numbers on Tuesday and Kaupth-
ing Bank hf’s on Thursday, re-
moved some of the doubts about
the ability of Iceland’s banks, which
had expanded rapidly on the back
of foreign lending, to survive the
credit crunch.

Richard Thomas, a research ana-
lyst at Merrill Lynch in London,
said that in “spite of a few areas to
watch, [the results] succeed in giv-
ing an air of resilience and confi-
dence at a time when the market is
so volatile, in particular as far as
Icelandic bank credit-default
swaps are concerned.”

The price of credit-default
swaps—derivative instruments
that offer a type of insurance
against corporate default—on Ice-
landic bank debt has been ex-
tremely volatile this year, soaring
at the end of March and climbing
again in recent weeks on Glitnir and
Kaupthing, according to analysts.

Derivatives traders in London
said the recent rise in the swaps lev-
els was most likely to do with certain
speculative investors.

Glitnir Friday said net profit in
the second quarter fell 20% from a
year earlier to 7.52 billion kronur
($94.4 million). But that represented
a 29% rise over the first quarter. Glit-
nir’s equity capital adequacy ratio
was firm at 11.2% and its Tier 1 capi-
tal ratio—a measure of a bank’s finan-

cial resilience—hit 8%, up slightly
from 7.7% in the first quarter.

“As a result of our strategy and
the initiatives we have adopted since
Q4 2007, the bank has shown great
resilience in a challenging market en-
vironment. We have continued to
successfully increase our core in-
come and profits while at the same
time focusing on several cost-cut-
ting initiatives,” said Lárus Welding,
Glitnir’s chief executive. He said the
bank has successfully raised Œ2.4 bil-
lion ($3.7 billion) in funding while
paying outstanding maturities of
Œ2.1 billion.

Kaupthing on Thursday reported
that its second-quarter net profit fell
40% to 15.4 billion kronur. But it said
its equity capital ratio was strong at
11.2% with its Tier 1 capital ratio at
9.3%.

Hreidar Már Sigurdsson, chief ex-
ecutive of Kaupthing, said: “Return
on equity for the first half of 2008
was 20% and it is satisfying to see
the bank meet its ROE target in the
face of the upheaval on the financial
markets. Our main achievement has
been to successfully protect our eq-
uity and liquidity positions.”

While the bank is susceptible to
the turbulence on the international
markets like other banks, “Kaupth-
ing’s business is well diversified geo-
graphically, risk management is ro-
bust and the quality of assets re-
mains good,” Mr. Sigurdsson said.

Know it…
Know what is going on in your field before everyone
else and keep ahead of the competition.

Our leading weekly newspaper and website
give you the lead in the investment banking
and securities industries.

100,000 executives read Financial News each week.
Make sure you’re one of them!

www.efinancialnews.com

SUBSCRIBE NOW
Visit www.efinancialnews.com or contact:
e-mail customerservices@efinancialnews.com
or call +44 (0) 20 7309 7788

T H E WA L L ST R E ET JOU R NA L . MONDAY, AUGUST 4, 2008 23


	WSJE-040808-CT-A01.pdf
	WSJE-040808-CT-A02.pdf
	WSJE-040808-CT-A03.pdf
	WSJE-040808-CT-A04.pdf
	WSJE-040808-CT-A05.pdf
	WSJE-040808-CT-A06.pdf
	WSJE-040808-CT-A07.pdf
	WSJE-040808-CT-A08.pdf
	WSJE-040808-CT-A09.pdf
	WSJE-040808-CT-A10.pdf



