
Georgia on their minds
The EU’s major powers are
finally getting serious about
the South Caucasus. Page 13

Editorial&Opinion

Alcatel-Lucent starts a global
hunt for new leadership as de-
tails emerge about the forced
departures of its CEO and its
chairman. A new management
team will have to heal cultural
rifts while also making tough
business decisions. Page 1

n TNK-BP’s finance chief quit
amid a shareholder dispute
that has thrown BP’s Russian
oil venture into turmoil. Page 1

n Euro-zone producer prices
hit a fresh high in June, giving
the ECB more to consider at its
meeting this week. Page 9

n French prosecutors put the
assistant of the man allegedly
behind the $6.99 billion trading
loss at Société Générale, under
formal investigation. Page 19

n HSBC net dropped 29% to
$7.7 billion in the first half, hit
by added charges of $10.1 bil-
lion against bad loans. Page 2

n Fortis posted a 49% decline
in second-quarter net profit and
gave a cautious outlook. Page 6

n U.S. stocks finished lower as
a drop in oil failed to soothe fi-
nancial worries. Mining stocks
fell in Europe on concerns over
demand for metals. Page 18

n China and India are facing
off on energy as they make rival
bids for Imperial Energy, which
produces oil in Russia. Page 6

n UBS lawyer David Aufhauser
resigned after being high-
lighted, though not named, in a
civil fraud complaint. Page 19

n ArcelorMittal shrugged off
U.S. recession fears with
plans to build a steel mill in
Mexico and buy a coke plant
in Pennsylvania. Page 4

Financial chief
quits TNK-BP
as spat festers

Iraq’s Sadr plans to disarm his
Shiite militia and turn it into a
civic organization no longer
guided by anti-U.S. militancy, a
move that could further en-
hance Iraq’s stability. Page 1

n Attackers killed 16 Chinese
border-patrol policemen in a
largely Muslim area of northwest
China, increasing security fears
ahead of the Olympics. Page 10
n The Olympics will mean hard-
ship for many Beijing migrant
workers expelled as the city has
undergone a face-lift. Page 9

n Security Council members
will seek new sanctions against
Iran over its nuclear program, af-
ter Tehran failed to meet a dead-
line for responding to an offer
aimed at defusing the dispute.

n About 150 Fatah fighters who
fled to Israel to avoid capture
by Gaza’s Hamas rulers got asy-
lum in the Fatah-run West Bank.

n Afghan and NATO troops
killed 17 Taliban militants in
southern Afghanistan. Four po-
lice officers died in an ambush in
central Ghazni province.
n India’s Singh pledged $450
million in aid for Afghanistan as
he met with Karzai in New Delhi.
Both decried last month’s bomb-
ing of India’s embassy in Kabul.

n Italy deployed hundreds of sol-
diers in cities as part of a push
to fight street crime. Page 9

n Two Dutch climbers were res-
cued by helicopter from K-2,
the second-highest mountain,
and an Italian was helped down
after an avalanche that left at
least 11 people presumed dead.

n A tornado hit towns in north-
ern France, killing three people
and destroying at least 40 homes.

n Died: Alexander Solzhenitsyn,
89, Soviet dissident writer and
Nobel Prize winner in literature,
in Moscow of heart failure.

By Gina Chon

BAGHDAD—Hit by a government
military crackdown and dwindling
popular support, anti-American Shi-
ite cleric Muqtada al-Sadr is plan-
ning a major shift in strategy: re-
branding and disarming the Mahdi
Army by turning the militia
into a civic and social-ser-
vice organization.

In an introductory bro-
chure reviewed by The Wall
Street Journal and con-
firmed by Sheikh Salah al-
Obeidi, Mr. Sadr’s chief
spokesman, the Mahdi
Army will now be guided by
Shiite spirituality instead
of anti-American militancy.
It will even get a new philos-
ophy or guiding principle:
Al-Mumahidoon, meaning
his supporters, will be the foot sol-
diers of the Shiites’ messiah, Imam
Muhummad al-Mahdi, who Shiite
Muslims believe will return to rid
the world of evil and injustice.

The brochure states the al-Muma-
hidoon office will undertake an intel-

lectual and scientific jihad that fo-
cuses on education, religion and so-
cial justice. It also says “it is not al-
lowed to use arms at all.” The al-Mu-
mahidoon office will be divided into
sections for the teachings of the
faithful, religion, education and so-
cial services, as well as departments

for information and admin-
istration and a follow-up
section. Posters have been
put up in some areas of
Baghdad saying a new direc-
tion for the Mahdi Army
will be announced at this
Friday’s prayers. The post-
ers also bear the name al-
Mumahidoon.

Sadr officials say the
transition is partly in reac-
tion to a time horizon for
withdrawal of U.S. combat
troops that is expected to

be part of the long-term security
deal between the U.S. and Iraq,
which is close to being hammered
out after a few months of sometimes
contentious negotiations.

The Mahdi Army had long stated
Please turn to page 3

Sadr sets plan to soften
militia’s role within Iraq

By David Gauthier-Villars,

Joann S. Lublin

And Leila Abboud

Alcatel-Lucent is kicking off a
global hunt for new leadership this
week, after an initial approach
made a few days ago to former BT
Group PLC boss Ben Verwaayen was
rebuffed, according to people famil-
iar with the matter.

The search, to be run by execu-
tive recruiter Korn/Ferry Interna-
tional, is aimed at bringing a firm
management hand to the big tele-
com-equipment maker and easing
nationalistic tensions after two
years of tumult that led to last
week’s ouster of Chief Executive Pa-
tricia Russo and Chairman Serge
Tchuruk.

Details of the sudden decision
are just beginning to emerge. Ac-
cording to people familiar with the
matter, Alcatel-Lucent’s board de-
cided Ms. Russo and Mr. Tchuruk

should leave after both told the
board separately at a July 27 meet-
ing that they could no longer work
with the other. The managers have
been at odds over their respective
roles and strategy, these people
said, since soon after they engi-
neered the 2006 merger between Al-
catel of France and Lucent Technolo-
gies of the U.S.

Replacements for Ms. Russo and
Mr. Tchuruk aren’t likely to be
sought internally, and the two high-
est posts may also be combined into

one, people familiar with the matter
said. Mr. Verwaayen, who left BT in
June, declined to comment.

Among the potential candidates
from outside the company, say peo-
ple familiar with the board’s think-
ing, are Thierry Breton, a former
French finance minister and ex-
chairman and CEO of France Télé-
com SA, and Philippe Germond, CEO
of information-technology com-
pany Atos Origin SA. Stephen B.
Burke, chief operating officer of U.S.

Please turn to back page

Alcatel taps Korn/Ferry
to change culture at top
Global hunt is aimed
at easing tensions,
restoring firm hand

Muqtada
al-Sadr
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DJIA 11284.15 -42.17 -0.37
Nasdaq 2285.56 -25.40 -1.10
DJ Stoxx 600 277.59 -2.65 -0.95
FTSE 100 5320.2 -34.5 -0.64
DAX 6349.81 -46.65 -0.73
CAC 40 4280.63 -33.71 -0.78

Euro $1.5616+0.0048 +0.31
Nymex crude $121.41 -3.69 -2.95
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Ailing networks
Alcatel-Lucent’s share price has continued to drop with big net losses.
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A power struggle heats up
at a Bulgarian steel plant
NEWS IN DEPTH | PAGES 14-15

How Nintendo’s president
aims to step up his game
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By Andrew Osborn

And Guy Chazan

MOSCOW—TNK-BP Ltd.’s chief fi-
nancial officer resigned Monday, a
casualty of the bitter shareholder dis-
pute that has convulsed Russia’s
No. 3 oil producer and thrown BP
PLC’s landmark Russian investment
into turmoil.

James Owen, who had served as
the company’s independent finan-
cial chief since December 2005, is
the most senior resignation at
TNK-BP since the conflict between
BP and its Russian billionaire part-
ners erupted in the spring.

“Mr. Owen’s letter states that as
the current shareholder issues re-
main unresolved, he feels it is diffi-
cult for him to continue working in-
dependently, as his role demands,”
TNK-BP said in a statement.

Mr. Owen couldn’t be reached for
comment.

Analysts say Mr. Owen’s depar-
ture leaves a key management com-

Please turn to page 3
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cable operator Comcast Corp., is
also under consideration, these peo-
ple said.

Messrs. Germond and Breton
didn’t return phone calls and emails
seeking comment. Mr. Burke de-
clined to comment.

In addition to healing
cultural rifts, Alcatel-Lu-
cent’s new management
team will face tough busi-
ness decisions. The com-
pany has lost nearly two-
thirds of its market value
since the 2006 merger was
announced. Last week, the
company posted its sixth
consecutive quarterly loss
as its core business of tele-
phone sets and other equip-
ment buckles under compe-
tition from low-cost Asian rivals.

A spokeswoman for Alcatel-Lu-
cent declined to comment on discus-
sions at the board meeting, saying
they were confidential, and dis-
puted the suggestion that Ms. Russo
and Mr. Tchuruk had a difficult rela-
tionship.

But the two company leaders
had been at odds over their respec-
tive roles and strategy since soon af-
ter they engineered the 2006
merger between Alcatel and Lucent.
That merger has failed to deliver on
its promise of creating a global tele-
com-equipment player with the
scale and strength to survive in an
increasingly competitive market.

Mr. Tchuruk, reached by phone,
said he didn’t want to comment be-
yond the news release Alcatel-Lu-
cent issued Tuesday, which pre-
sented his departure as a voluntary
resignation: “There is nothing to
add,” he said.

Ms. Russo, through a spokes-
woman, declined to be interviewed
for this article. In an interview Tues-
day, she denied there had been any
pressure on her to leave. “No one is
getting fired here,” she said. “The
only pressure on me to leave has
been in the media.

The tension between Ms. Russo
and Mr.Tchuruk centered largely on
how to handle the crisis that en-
gulfed Alcatel-Lucent in 2007 as the
telecom-gear market cratered. But
Mr. Tchuruk also found it hard to
step back from day-to-day manage-
ment, according to people who
worked with him. Ms. Russo felt she
would never earn Mr. Tchuruk’s re-
spect, these people said.

The 2006 merger between the

Paris-based Alcatel SA and Murray
Hill, New Jersey-based Lucent Tech-
nologies Inc. was largely the brain-
child of Mr. Tchuruk, who believed
both firms were too small to survive
alone. He had tried to merge with Lu-
cent in 2001, but the deal fell apart
over price and how to share power

between the two firms.
Years later, Mr. Tchuruk

saw in Ms. Russo someone
who shared his vision, and
in April 2006 they an-
nounced the merger. Yet the
relationship between the
two quickly hit the rocks.

In January 2007, and
again in April, Alcatel-Lu-
cent was forced to issue
warnings to the markets
that its performance would
be worse than expected.

Mr. Tchuruk put pressure on Ms.
Russo over these missteps, accord-
ing to a person familiar with the mat-
ter. Although he wasn’t meant to
have a daily operational role at the
company, Mr. Tchuruk kept calling
heads of business units and other
middle managers, something that
irked Ms. Russo, this person said.
Mr. Tchuruk criticized Ms. Russo to
others at the firm, according to a
person familiar with the matter.

Meanwhile, the telecom-equip-
ment market was deteriorating. Al-
catel-Lucent’s main clients,
telecom-service providers,
were consolidating and
squeezing their budgets.
Chinese firms were devel-
oping low-cost alterna-
tives to the equipment Alca-
tel-Lucent was selling.

Much of the cost cutting
after the merger, which
was supposed to improve
the company’s profitabil-
ity, was ultimately given
away to customers in the
form of lower prices.

In mid-September 2007, pres-
sure mounted on Ms. Russo, as she
issued the company’s third profit
warning, and some investors and an-
alysts called for her head. Around
that time, a few board members pri-
vately sounded out Frederic Rose,
Alcatel-Lucent’s head of Europe, Af-
rica and Asia, to see whether he
would agree to take over Ms. Rus-
so’s job, according to a person famil-
iar with the matter. Mr. Rose, who
didn’t return calls or emails seeking
comment, has since left the com-
pany to take the helm at French digi-
tal-video company Thomson SA.

Ms. Russo weathered the storm,
and the board approved her turn-
around plan, which included shrink-
ing the management team to seven
people from 21, more layoffs and fur-
ther cost cutting.

But the respite was temporary,
and talk of Ms. Russo’s removal re-
mained in the air. In 2008, Alcatel-
Lucent reported two quarters of
losses, and its share price stag-
nated.

A few weeks ago, the Alcatel-Lu-
cent board sounded out a “facilita-
tor” to work out the details of a pos-
sible management reshuffle, includ-
ing legal options should it seek to re-
move Ms. Russo or Mr. Tchuruk, ac-
cording to a person close to the
board.

When the board met for an infor-
mal retreat on July 27 at a hotel
near Lucent’s former headquarters
in New Jersey, the discussions
quickly tensed up when it turned to
the issue of the relationship be-
tween Ms. Russo and Mr. Tchuruk,
people familiar with the board meet-
ing said.

At one point, Ms. Russo and Mr.
Tchuruk were summoned to speak
to the board separately, according
to one person who was present. In
succession, the two executives each
were asked whether they could stay
on and work with the other, this per-

son said.
Ms. Russo told the

board members she
wanted to keep her job, but
felt the time had come for
Mr. Tchuruk to go. Mr. Tchu-
ruk felt likewise: He said he
wanted to stay but that Ms.
Russo should leave, accord-
ing to this person.

Without Ms. Russo and
Mr. Tchuruk present, a ma-
jority of board members
reached the conclusion by

9 p.m. that Sunday that it would be
in the company’s best interest for
both executives to go, people famil-
iar with the meeting said.

Last Tuesday, the company an-
nounced that Ms. Russo would stay
on until the board found her replace-
ment, and that Mr. Tchuruk would
step down on Oct. 1.

Henry Schacht, a former CEO of
Lucent and longtime friend of Ms.
Russo’s, resigned his board seat out
of solidarity, according to a person
familiar with the situation. Reached
by email Monday, Mr. Schacht said,
“I do not comment on board mat-
ters.”

Continued from first page

Alcatel embarks on hunt for new leadership

Motorola apppoints Jha
to revive cellphone arm
Qualcomm executive
joins as a prelude
to taking unit public

By Sara Silver

And Joann S. Lublin

Seeking to stanch heavy losses
and an exodus of talent, Motorola
Inc. has hired Qualcomm Inc.’s
Sanjay Jha as co-chief executive
and head of the ailing cellphone di-
vision. The appointment solves
the biggest issue hanging over the
company and is a major
step toward taking its cell-
phone unit public next
year.

Mr. Jha, the well-re-
spected chief operating of-
ficer of chip maker Qual-
comm, is charged with one
of the toughest jobs at Mo-
torola: turning around the
cellphone unit, known as
mobile devices, which has
lost share to cellphone ri-
vals such as Nokia Corp.
and Samsung Electronics Co. The
unit has sustained losses of $1.9
billion, almost all its managers
and thousands of engineers since
its Razr phone faded in popularity
18 months ago.

An expert in the chips and soft-
ware used in cellphones, Mr. Jha’s
most urgent task will be speeding
the development of handsets by re-
ducing the number of platforms
on which Motorola builds phones.
Mr. Jha said in an interview this
was “necessary to deliver the best
products we can on a schedule
promised to our customers.”

The Schaumburg, Ill.-based
company agreed in March to split
itself into two companies, a move
activist investor Carl Icahn
pushed as a way to attract talent
to turn around the cellphone busi-
ness. But the company struggled
for months to find a candidate
who would work underneath Chief
Executive Greg Brown and the
board ultimately decided to offer
a co-chief executive role.

The board announced that Mr.
Brown will take responsibility for
Motorola’s two smaller and profit-
able divisions, which make equip-
ment for telecommunications and
cable companies, public safety ra-
dios and handheld scanners.

“I believe this is the right struc-
ture with the right leaders to pro-
vide the necessary management fo-
cus and agility to position both
businesses for long-term suc-
cess,” said Motorola’s Chairman
David Dorman.

Late Monday afternoon in New
York, shares of Motorola rose
more than 11% to $9.82.

Mr. Jha, 45 years old, was born
in India to a family that didn’t own
a telephone. He was educated in
Britain, earning a Ph.D. in elec-
tronic and electrical engineering
from the University of Strathclyde
in Scotland. Since joining Qual-
comm in 1994, Mr. Jha helped
build the chip business that makes
up most of Qualcomm’s sales.

A 14-year veteran at Qual-
comm, Mr. Jha also oversaw re-
search and development, and
headed the unit that makes chips
and software the company sells to
Motorola and other handset mak-

ers. Mr. Jha, known for good rela-
tions with customers and Wall
Street, led Qualcomm’s coopera-
tion with Google Inc. to develop a
software platform for cellphones
known as Android.

Mr. Jha has agreed to tie his
compensation to his ability to
turn around Motorola’s mobile de-
vices. Stock options make up 90%
of his pay, and “60% of my options
only have value if I increase share-
holder value,” Mr. Jha said.

The mobile-devices division,
which accounts for about half of
Motorola’s revenue, has been

struggling to roll out
enough phones to take
the place of its best-sell-
ing Razr, as rivals such as
Apple Inc.’s iPhone steal
the spotlight.

Adding to its woes has
been a mass exit of execu-
tives since the February
2007 departure of chief
Ron Garriques, who
clashed over strategy
with then-Chief Execu-
tive Ed Zander. The divi-
sion, which once made

one in five cellphones sold in the
world, now makes fewer than one
in 10.

Motorola is starting to roll out
new models equipped with touch
screens and other popular fea-
tures, and has just released a long-
delayed camera phone developed
in conjunction with Eastman
Kodak Co.

Executives are playing down
hopes that the bulk of new models
necessary will appear in time for
Christmas, meaning any turn-
around won’t take hold until next
year.

Roughly 16 months ago, while
Mr. Zander was CEO, outside re-
cruiters sounded out Mr. Jha
about running the cellphone unit,
but with no spinoff in the cards, it

“wasn’t the right next step for
him” at that time, recalled a per-
son close to the situation.

Mr. Zander resigned under
pressure in December, succeeded
by Mr. Brown who assumed con-
trol of the division in February to
“speed its recovery.”

Mr. Jha’s departure sent Qual-
comm’s stock 5.1% lower in late-af-
ternoon trade. But some analysts
said the move could increase the
possibility that Qualcomm would
sell more chips to Motorola, which
has long relied mainly on its
former chip business—Freescale
Semiconductor Inc.—and Texas In-
struments Inc.

Qualcomm said Mr. Jha’s
former duties are being assumed
partly by Len Lauer, an executive
vice president who has been pro-
moted to chief operating officer.
Steve Mollenkopf, an executive
vice president at Qualcomm’s chip
unit, is being promoted to presi-
dent in charge of the unit.
 —Don Clark

contributed to this article.

Patricia Russo

Serge Tchuruk

Mr. Jha was born in
India to a family that
didn’t own a
telephone.

Sanjay Jha

FROM PAGE ONE

April 2, 2006: The plan to 
merge Alcatel and Lucent is 
announced.
Dec. 1, 2006: Merger is 
closed and operations begin 
at new firm Alcatel-Lucent.
Jan. 24, 2007: Alcatel-
Lucent warns that its 
fourth-quarter 2006
revenues are lower than 
expected. 
April 24, 2007: Alcatel-
Lucent warns that it will 
post a loss in the first 
quarter of 2007.
May 11, 2007: CEO Patricia
Russo tells investors that 
some merger-related cost 
cutting won't boost profits

immediately because 
the firm is being forced 
to accept lower prices to 
keep customers in key
markets like China.
June 1, 2007: Angry
employees picket at the

firm's annual shareholder's 
meeting in Paris. Union 
members, angry about
layoffs, jeer Mr. Tchuruk off
the stage.

Aug. 22, 2007: Exodus of
top managers continues:
departures of Ms. Russo's 
right hand from Lucent
Frank D'Amilio and top 
Alcatel executive Mike 
Quigley are announced.
Sept. 13, 2007: Ms. Russo 
announces the third 
consecutive revenue 
warning for the third 
quarter.

Oct. 2007: Pressure 
on Ms. Russo 
mounts as 
investors and 
media call for her 
resignation.
Oct. 31, 2007:
Board backs Ms. 
Russo and her 
turnaround plan,
which streamlines 
management, calls 
for more layoffs 
and more. 

cost-cutting. CFO Jean-
Pascal Beaufret resigns.
Feb. 28, 2008: Ms. Russo 
says the worst is behind the
firm, pledges a better 2008
at the 2007 annual results
press conference.
April 30, 2008: Hurt by the
slowdown of mobile
telecom spending in the
U.S., Alcatel-Lucent 
continues to post losses for 
the first quarter. 
July 27, 2008: Board holds 
retreat in New Jersey to
talk about strategy and 
direction of the group. 
Debates management 
changes.
July 29, 2008: Alcatel-
Lucent says Mr. Tchuruk and 
Ms. Russo will step down 
and posts its sixth quarterly
loss since the merger.

Management exodus

Source: Wall Street Journal reporting;
Photos: Associated Press (2)

s March 15, 2007: Over 3,000 protest in Paris
against the company’s restructuring plan
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HSBC’s profit falls 29%
Impairment charges
on loans hurt results
in ‘difficult markets’

By Sara Schaefer Muñoz

Global banking giant HSBC Hold-
ings PLC posted a sharp decline in
profits in the first half of this year as
growth in its Asian operations failed
to fully compensate for deepening
losses in the U.S. mortgage market.

London-based HSBC, the U.K.’s
largest bank by market value, said
net profit came in at $7.7 billion,
down 29% from the same period last
year. The results were weighed
down by $3.9 billion in write-downs
on credit investments and rising de-
linquencies on mortgages and other
loans to U.S. consumers. The bank
added $10.1 billion to its provisions
against bad loans, 58% more than in
the same period last year, and said it
would make further cuts in its U.S.
retail-lending business.

HSBC, which was among the first
banks to report problems with U.S.
mortgage investments, has so far
fared much better than most of its
European and U.S. rivals, many of
which are suffering outright losses.
HSBC Chairman Stephen Green
called the bank’s first-half perform-
ance, which was largely in line with
analysts’ expectations, “resilient”

despite “the most difficult financial
markets for several decades.”

HSBC shares closed Monday at
828 pence on the London Stock Ex-
change, down 1%. The stock is down
1.7% so far this year and 7.8% from 52
weeks ago—a much better perform-
ance than its peers, some of which
are down more than 40% this year.

Chief Executive Michael Geoghe-
gan threw cold water on speculation
that HSBC would expand further
into investment banking by acquir-
ing troubled Lehman Brothers Hold-
ings Inc., saying HSBC had no inter-
est in Lehman.

The bank, which has depended
on emerging markets for an increas-
ing share of its profits, saw strong
growth from the area, although
Hong Kong’s pretax profit in the
first half fell to $3 billion, down 8%
from the same period last year.
HSBC executives said they expect
business in emerging markets to
keep growing, but at a slower pace
as inflationary pressures and down-
turns in the U.S. and elsewhere take
their toll.
 —Carrick Mollenkamp

contributed to this article.

ImClone’s Icahn spurns
Bristol offer as too low
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By Peter Loftus

ImClone Systems Inc. Chairman
Carl Icahn said he is opposed to Bris-
tol-Myers Squibb Co.’s $4.5 billion
offer to acquire the 83% of ImClone it
doesn’t already own because the bid
“greatly undervalues” the biotech-
nology company.

ImClone said its board has formed
acommitteetostudytheofferbutthat
its preliminary view concurs with Mr.
Icahn’s—essentially that Bristol-My-
ers needs to pony up more cash.

A Bristol-Myers spokesman de-
clined to comment.

Bristol-Myers, based in New York,
announced its $60-a-share offer for
its crosstown partner last week. Im-
Clone shares have since surged
above $60, indicating investors ex-
pect the company to sell for more.

ImClone shares were down 31
cents each at $65.03 late Monday on
the Nasdaq Stock Market, while Bris-
tol-Myers shares were up 26 cents
each, or 1.2%, at $21.37 on the New
York Stock Exchange.

ImClone’s skepticism appears

rootedinitsexplorationofbreakingit-
self into two businesses—one for can-
cer drugErbitux, ImClone’ssole prod-
uct, and one for its pipeline of experi-
mental drugs, which includes a com-
pound similar to Erbitux but whose
rightsareheldsolelybyImClone.Bris-
tol-Myers and ImClone co-market Er-
bitux, which ImClone discovered.

ImClone said its board “still be-
lieves that the company’s pipeline
business may be extremely valuable
and significantly increase stock-
holder value as a separate business.”

On Monday, Mr. Icahn raised ques-
tions about Bristol-Myers’s tactics. He
saidBristol-Myers’srepresentative on
theImClone board hasbeen present at
meetingsinwhichthepotentialsplitof
ImClonewas discussed.Bristol-Myers
has a representative on ImClone’s
board stemming from its nearly 17%
ownership stake dating to 2001.

Mr. Icahn didn’t identify the direc-
tor who was present at the discus-
sions of ImClone’s breakup.

 —Kevin Kingsbury, Ron Winslow
and Sarah Rubenstein

contributed to this article.

INDEX TO PEOPLE

LEADING THE NEWS

THE WALL STREET JOURNAL EUROPE (ISSN 0921-99)

Boulevard Brand Whitlock 87, 1200 Brussels, Belgium

Telephone: 32 2 741 1211 FAX: Business: 32 2 732 1102
News: 32 2 741 1600 Editorial Page: 32 2 735 7562
SUBSCRIPTIONS, inquiries and address changes to:
Telephone: +32 2 741 1414 International freephone: 00 800 9753 2000
E-mail: subs.wsje@dowjones.com Website: www.services.wsje.com

Advertising Sales worldwide through Dow Jones
International. Frankfurt: 49 69 971428 0; London: 44 207 842 9600;
Paris: 33 1 40 17 17 01

Printed in Belgium by Concentra Media N.V. Printed in Germany by Dogan
Media Group / Hürriyet A.S. Branch Germany. Printed in Switzerland by
Zehnder Print AG Wil. Printed in the United Kingdom by Newsfax International
Ltd., London. Printed in Italy by Telestampa Centro Italia s.r.l. Printed in Spain
by Bermont S.A. Printed in Ireland by Midland Web Printing Ltd. Printed in Israel
by The Jerusalem Post Group. Printed in Turkey by GLOBUS Dünya BasInevi.

Registered as a newspaper at the Post Office.
Trademarks appearing herein are used under license from Dow Jones & Co.
© 2008 Dow Jones & Company All rights reserved.
Editeur responsable: Daniel Hertzberg M-17936-2003

Source: the company

HSBC
Net profit, in billions

Full
year 1st half

2002 ’03 ’04 ’05 ’06 ’07 ’08
0

5

10

15

$20

Eurex, Deutsche Börse’s deriva-
tives business, had revenue of
Œ233.3 million ($362.5 million) for
the second quarter. A Money & In-
vesting article on Monday incor-
rectly said that the revenue came
from Deutsche Börse’s clearing-
house, Eurex Clearing.

This year through Friday, Nike’s
shares were down 7.5%, McDonald’s
were up 1.5%, Time Warner’s were
down 13.8% and Target’s were down
10.6%. A chart showing price/earn-
ings ratios and share performance
of several companies that accompa-
nied Monday’s Abreast of the Mar-
ket column reversed two sets of per-
formance figures.
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EOPLE with the severe
form of apnea, which
interferes with sleep,

are several times more
likely to die from any cause
than are folks without the
disorder, according to a
study published Friday. The
findings in the 18-year study
confirm smaller studies.

Apnea sufferers’ upper
airways become narrowed

or blocked periodically during sleep. People with
such disorders “have been sleep deprived for per-
haps very long periods of time, they are struggling
to sleep,” said Dr. Michael J. Twery, director of the
National Center on Sleep Disorders Research, part
of the National Heart, Lung and Blood Institute.

—Associated Press

D
RUG makers
speeding experi-
mental Alzhei-

mer’s drugs into late-
stage testing risk under-
mining their ultimate
chance at success.

Some high-profile
medicines in the works
have faced setbacks re-

cently. Prematurely testing a compound with ques-
tionable effectiveness isn’t fair to participants in
these studies, says Rachelle Doody, director of the
Alzheimer’s Disease and Memory Disorders Center
at the Baylor School of Medicine.
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Apnea’s troubled sleep
can have grave results

U.S. anthrax victim still has health issues
Stamina, memory
are problems years
after inhaling spores

Q
: Is there a safe
period of time to
sit in the sun to
get sufficient vi-

tamin D—but not risk
skin cancer?

A: You’ll get differ-
ent answers depending
on who you ask. The
nonprofit Vitamin D

Council says that 15 to 20 minutes of noonday sun ex-
posure, twice a week, will give most fair-skinned peo-
ple in most of the continental U.S. sufficient D. The
American Cancer Society advises people not to deliber-
ately sunbathe. Cancer experts also recommend get-
ting vitamin D through supplements. But more study
is needed to fully understand the role of vitamin D in
health, what the right level is and the best way to ob-
tain it.  —Melinda Beck

WSJ.com subscribers can read more about
Alzheimer’s research in the Health blog, at
WSJ.com/Health.
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U.S. agency chided for slow AIDS-data release

By Jacob Goldstein

M ORE THAN six years after he
was infected with anthrax,
Leroy Richmond says he

still can’t shoot baskets or go for
bike rides with his son the way he
did before he got sick.

But Mr. Richmond, 64 years old,
is lucky to have survived. Roughly
half of those who contracted inhala-
tion anthrax in the biological attack
of 2001 died of the disease, accord-
ing to the Centers for Disease Con-
trol and Prevention. (A less serious
form of the disease, cutaneous an-
thrax, occurs when the bacteria
come in contact with the skin.)

Mr. Richmond thought he was
coming down with a bug when he
went to see his doctor in October
2001. He was short of breath and
felt achy all over. “It was like some-
one had taken a stick and beat me on
my back,” he says. His doctor sent
Mr. Richmond to the emergency
room, where doctors diagnosed in-
halation anthrax, put him on antibi-
otics and admitted him to the inten-
sive-care unit.

Mr. Richmond had inhaled an-
thrax spores released from a letter
that passed through the Washing-
ton mail-processing center where
he worked. By the time he went to
the hospital, white blood cells had
transported the anthrax to lymph
nodes in his chest.

If he had waited much longer be-
fore seeking care, the bacteria would
likely have spread throughout the
bloodstream, causing a massive,
deadly infection, says David Pegues,

an infectious-disease specialist at
UCLA’s David Geffen School of Medi-
cine. Dr. Pegues wasn’t involved in
Mr. Richmond’s case.

The disease is so deadly in part
because it expresses a toxic protein
called “lethal factor” that causes in-
flammation, inhibits part of the im-

mune system and “can chew up
cells,” Dr. Pegues says.

As it was, the antibiotics kept
Mr. Richmond alive, but he re-
mained in intensive care for about a
month. In the first few days there,
he says, it grew even more difficult
for him to breathe. It turned out
that fluid was building up inside his
lungs. On a few occasions during his
hospital stay, doctors used a needle
to draw out several quarts of fluid.
Dr. Pegues says inhalational anthrax
sometimes leads to the death of
some lung tissue, which is associ-
ated with fluid buildup of the sort
Mr. Richmond describes.

After roughly three weeks of
slow recovery in the hospital, Mr.
Richmond managed to get up out of
bed for the first time, he says. About
a week later, he was sent home. Ini-
tially, he was so weak that he could
walk only about two blocks before
becoming exhausted. But he tried to

walk a little every day—an effort
that persists to this day. Now he can
walk more than two kilometers.

“I’ve never gotten to the point
where I have the same amount of
stamina, the same amount of vigor”
as before getting sick, he says. He
has also noticed problems with his
short-term memory.

Dr. Pegues says the long-term ef-
fects of inhalational anthrax aren’t
well understood, because it is rare
in the U.S. and because it often kills
its victims quickly. The volume of
lung tissue typically destroyed in
the disease wouldn’t be enough to
cause long-term problems, he says.

But simply being very ill can
cause the kind of issues Mr. Rich-
mond describes. “It’s not unusual
when you have been in the hospital
with a critical illness to have long-
term limitations and physical dis-
abilities,” Dr. Pegues says. “It’s go-
ing to knock you for a loop.”

PERSONAL JOURNAL: Health

By Marilyn Chase

MEXICO CITY—Activists voiced
angeroverdelaysinthereleaseofare-
port that the number of people in-
fected with AIDS in the U.S. each year
is likely 40% higher than previously
estimated.

The Centers for Disease Control
and Prevention said at a conference
here that 56,300 people in the U.S. are
likely infected with AIDS each year,
up from previous estimates of
40,000. The Wall Street Journal re-
ported in December, citing research-
ers and officials, that the CDC was
likely to report a jump in the number
of estimated infections. But the
agency at the time declined to com-
ment. Citing a need for peer review of
the study, the CDC waited to publish
its report in this week’s Journal of the
American Medical Association.

The data underscore that the
AIDS epidemic isn’t over anywhere
in the world, said Peter Piot, execu-
tive director of the Joint United Na-
tions Programme on HIV/AIDS. He
expressed disappointment in the
delay over releasing the CDC fig-
ures, adding, “timely information

is important for prevention.”
Activists note that any rise in

AIDS infections should be met with
stepped-up prevention, testing,
counseling and community out-
reach to at-risk groups. They be-
moan the delay in the release of the
findings, noting that during this
time, budgets could have been
raised and programs launched.

“Science-based AIDS prevention
means having access to accurate
data about how many people are be-
coming infected,” said Kate Krauss,
a spokeswoman for Physicians for
Human Rights in Cambridge, Mass.
“Without it, we are shooting in the
dark.”

The figures underscore that it is
“imperative” to redouble preven-
tion and testing efforts to relieve
the “particularly devastating” bur-
den of AIDS on minority youth, said
Donna Futterman, director of the ad-
olescent AIDS program at the Chil-
dren’s Hospital at Montefiore in the
Bronx, N.Y.

Public-health and gay-commu-
nity leaders have warned that mod-
ern treatments for the HIV virus
have lulled the young to let down

their guard. “The new HIV meds are
so good [that] the result is less cau-
tion when having sex,” said New
York activist and playwright Larry
Kramer.

Higher infection rates were dis-
covered by the CDC’s new blood-
test technology, which can distin-
guish new infections from older
ones based on changes in the kinds
of antibodies, or natural infection
fighters, that the human immune
system makes to battle the virus.

Kevin Fenton, director of CDC’s
National Center for HIV/AIDS Pre-
vention, said the higher infection
rate wasn’t believed to reflect a sud-
den spike, but apparently has smol-
dered for a decade undetected by
older testing and sampling meth-
ods.

Dr. Fenton defended the timing
of the report, which was finished in
October and submitted to JAMA in
November. “This is breakthrough
technology,” he said. “This wasn’t a
simple editorial.”

About 33 million people world-
wide are living with HIV and AIDS.
The U.S. total of 1.2 million people—
estimated in 2003—will likely swell

with the rising tide of new infec-
tions. About a quarter of Americans
with HIV still don’t know they are in-
fected, despite a push by CDC to
make testing a routine for Ameri-
cans of ages 13 to 64 years.

The latest CDC report says Afri-
can-Americans suffer seven times
the risk of infection that whites do,
because of poverty, gaps in care,
drug use, incarceration and a
stigma in the community that dis-
courages testing and treatment. His-
panic Americans have three times
the risk that whites have, Dr. Fenton
said.

The U.S., while increasing its mul-
tiyear commitment to helping con-
trol AIDS abroad to an unprece-
dented $48 billion, has flagged in its
commitments at home, critics in
Congress said.

“The HIV epidemic within our
own borders is even worse than we
had believed,” said U.S. Rep. Henry
Waxman, D., Calif. Yet, he said, the
CDC’s prevention budget has
shrunk 19% since 2002 when ad-
justed for inflation, and has been
“hindered by politics and ideology.”

The Bush administration—while

surpassing its predecessors in over-
seas AIDS funding—has promoted
abstinence as a centerpiece of pre-
vention. Many AIDS researchers
have said this is unrealistic in places
where poverty and cultural coer-
cion or violence force premature in-
timacy.

Dr. Fenton argues that the U.S. ap-
proach to prevention includes more
than abstinence, with programs, for
instance, targeting the spread of the
disease through hookups arranged
on the Internet by offering online no-
tification of partners.

Fort Detrick Army Medical Research
Institute of Infectious Diseases, where
Bruce Ivins formerly worked.
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Shiite cleric plans peaceful role for Iraq’s Mahdi Army

Money & Investing

that its principal goal was with-
drawal of U.S. troops from Iraq, and
since talks of a time-table have
emerged the movement has tried to
find itself a second life by transform-
ing itself into a social, cultural and re-
ligious organization focused on help-
ing Iraqi society through peaceful
means, according to Mr. Obeidi.

Mr. Obeidi said that Mr. Sadr will
continue to direct small, special cells
for limited military operations
against U.S. forces but that more de-
tails about these cells and how they
can be distinguished from rogue
Mahdi Army members who are dis-
obeying a cease-fire order by Mr. Sadr
will be publicized at a future date.

“All the Mahdi Army must listen
to this and follow this new office,
which will have the name al-Mumahi-
doon,” Mr. Obeidi said. “Because Say-
eed Muqtada al-Sadr sees that the oc-
cupation force is starting to find a
formula to pull out troops from Iraq,
we are also thinking that our work
must focus on guiding and enlighten-
ing the people to serve Iraqi society.”

This reorganization of the Mahdi
Army reflects a major effort by Mr.
Sadr to regain grass-roots support
and weed out the criminal and ex-
tremist elements of the Mahdi Army,
which moderate members of the or-
ganization believe have tarnished
the movement’s name. Mr. Sadr, who
is believed to be studying in Iran, has
expressed frustration at those who
have chosen to disobey him by still
fighting U.S. and Iraqi security
forces, participating in smuggling
and kidnapping rings, and assassi-
nating opponents.

But Mr. Sadr faces many chal-
lenges in implementing his new di-
rection. The hard-liners and Mafia-
like elements of the Mahdi Army will

likely reject Mr. Sadr’s new strategy,
just as they have ignored his orders
to freeze violent activities as part of
a cease-fire. These members have
also been threatening and assassi-
nating more moderates who support
the cease-fire and the move to turn
the Mahdi Army into a civic organiza-
tion, leaving in question whether the
moderate members will proactively
work to implement the new strategy
or stay underground as many of
them have.

A similar pattern occurred when
former Sunni insurgents began form-
ing the Awakening movement in An-
bar province and turned against al
Qaeda in Iraq. After joining U.S.
forces to form local, informal secu-
rity groups, some Awakening lead-
ers were assassinated and many oth-
ers were threatened.

“We know it will take time to get
rid of these bad elements, and even
some good people joined them be-
cause they fell into a trap and became
mixed,” said Sheikh Abu Ali, a moder-
ate Mahdi Army leader and cleric
who had his brother kidnapped by fel-
low Mahdi Army members because of
his views. Since then he has stopped
his religious work but is hoping this
new strategy will make him feel safe
enough to resume his teachings. “We
want to go back to the army we
started with, go back to our roots.”

Over the past several years, the
Mahdi Army had enjoyed wide-
spread popular support in areas of
Baghdad and in the southern Shiite
area of Iraq because it was known to
help the poor by giving them money,
food and other kinds of aid. But its
popularity began to wane as some
members turned increasingly to
criminal activity, taking control of
gas stations, organizing smuggling
and kidnapping rings and extorting

money from merchants in exchange
for protection.

The actions of the Mahdi Army
have enormous impact on Iraq’s sta-
bility, with its fighting over the past
several years against U.S. and Iraqi
government forces having just as
much effect on the country’s lack of
security as attacks by al Qaeda in
Iraq. Most recently, a government
military crackdown on rogue mem-
bers of the Mahdi Army in late March
in Basra sparked fighting across
southern Iraq and in Baghdad.

U.S. military spokesman Col.
Jerry O’Hara said the military wel-
comed the news, but “the proof is al-
ways in the actions and not just the
words, so we’ll take a wait-and-see
approach.”

Tahseen al-Shaikhli, spokesman
for the Baghdad security plan, said
the Iraqi government is pleased to
see Mr. Sadr take a rational approach

that will benefit Iraq. “We welcome
any news about Iraqis laying down
their arms and working to rebuild
this country,” Mr. Shaikhli said.

In May, Mr. Sadr and the Iraqi gov-
ernment worked out a truce after a
government crackdown that began
in Basra in late March, and many
Mahdi Army members abandoned
the fight, were killed, or fled to Iran.
While the Mahdi Army has been
weakened since those government
military operations, the extremist el-
ements are regrouping and being
trained, with an estimated 5,000
members in Iran. U.S. military offi-
cials worry there is a chance that the
extremists could return.

Abu Karar al-Sadri, a Mahdi
Army leader in Baghdad’s Rusafa
neighborhood who has been against
the cease fire, says he and his men
will continue operations despite this
new direction for the Mahdi Army.

He acknowledged that his fighters
had been negatively affected by the
crackdown but said they are rebuild-
ing and continue operations. “We
will continue to fight until the occu-
pation is driven out of Iraq,” he said.

Mr. Sadr began moving away
from military operations when he or-
dered a cease-fire last August after
Mahdi Army members clashed with
government forces in the southern
city of Karbala during a Shiite reli-
gious holiday. The fighting repre-
sented growing rivalry between
Sadr followers and supporters of the
main Shiite parties in government,
the Islamic Supreme Council of Iraq
and the Islamic Dawa Party. In Febru-
ary, Mr. Sadr extended the cease fire
for an additional six months, saying
he still wanted time to reorganize.

Since then, several moderate
Sadr followers who favored the
cease-fire have been killed. In April,
Riyadh al-Nouri, director of Mr.
Sadr’s office in Najaf, was gunned
down following Friday prayers after
a rumor circulated that he was sup-
porting the Americans.

Mr. Abu Ali has stopped teaching
and gone underground since gun-
men abducted his brother and threat-
ened to kill him unless he stopped
supporting the cease-fire and speak-
ing out against more extremist mem-
bers of the militia. Now, he is hopeful
that Mr.Sadr’s new direction will al-
low him to begin educating Mahdi
Army members again.

“We want people to come back to
the Sadr movement and believe in us
again,” the sheikh said. “We hope
this new direction will allow us to re-
build our relationship with the peo-
ple and make them believe we are
good again.”

 —Iraqi staff in Baghdad
contributed to this article.
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TNK-BP finance chief quits in possible win for Russian partners
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Mahdi Army members on a road in Basra, Iraq, in March. Anti-American Shiite cleric
Muqtada al-Sadr has proposed disarming the militia’s fighters.

mittee in the hands of AAR, the con-
sortium of TNK-BP’s Russian part-
ners, marking a key tactical victory
in AAR’s struggle for control of
TNK-BP. It comes 11 days after TNK-
BP’s chief executive, Robert Dudley,
left Russia to manage the oil com-
pany from an undisclosed location in
Central Europe, complaining of a
campaign of “sustained harass-
ment.”

The conflict could be a fateful one
for BP, which made a bigger bet on
Russia than any of its competitors in
Big Oil, and whose share price has
been depressed for months by the cri-
sis at TNK-BP. The joint venture ac-
counts for a quarter of the British oil
major’s global production, and
nearly a fifth of its reserves—a key fo-
cal point for investors.

TNK-BP was launched with fan-
fare in 2003, under the watchful
gaze of then-President Vladimir Pu-
tin and British Prime Minister Tony
Blair. But since then, the Russian
state has gradually expanded its con-
trol of the strategic oil and gas sector
at the expense of private investors
and foreign oil groups, and TNK-BP, a
50-50 joint venture, has increasingly
been viewed as an anomaly.

Many observers have long ex-
pected a big state-run entity such as
OAO Gazprom, the natural-gas gi-
ant, or OAO Rosneft to be brought
into the company as the majority
shareholder.

Expectations of change grew at
the end of last year when a lock-in
clause keeping the Russian investors
in TNK-BP expired. Shortly after-
wards, the company and its employ-

ees were subject to a wave of investi-
gations by Russian tax authorities, la-
bor regulators and prosecutors.
Those probes focused particularly
on foreign nationals.

The Russian partners—Mikhail
Fridman of Alfa Group, Len Blavat-
nik of Access Industries and Viktor
Vekselberg of Renova—demanded
Mr. Dudley’s dismissal, complaining
of mismanagement and poor per-
formance at the oil company. BP

stood by the CEO, and accused AAR
of seeking to seize control of
TNK-BP.

Meanwhile, the administrative
pressure built. BP was forced to with-
draw from Russia 148 technical spe-
cialists it loaned to TNK-BP after
they experienced visa problems. Mr.
Dudley’s inability to obtain a new
visa triggered his decision to leave
Russia last month. BP has accused
AAR of orchestrating the pressure
on TNK-BP’s foreign staff, a charge
the Russian partners deny.

Throughout the conflict, all eyes
have been on Russia’s new president,
Dmitry Medvedev. How the TNK-BP
fight plays out is seen as an indica-
tion of his attitude to foreign invest-
ment and his commitment to the
rule of law.

Outwardly, the Kremlin has
stayed neutral, saying it was up to
the partners to patch up their differ-
ences. But some people close to
TNK-BP think the kind of regulatory
and bureaucratic interference the
company has faced would be unthink-
able without cooperation from se-
nior Russian officials.

Hopes for a cease-fire in the in-
creasingly acrimonious dispute
were raised last week when Tony
Hayward, BP’s chief executive, met
with Mr. Fridman in Prague for the
first time in almost two months. The
two drew up a list of four points of
contention in need of resolution, ac-
cording to people familiar with the
talks. But little substantive progress
was made and the two sides remain
deeply distrustful of one another, an-
alysts say.

The impasse clinched Mr. Owen’s
decision to leave, according to a per-
son close to TNK-BP. “He felt that
these guys were so far apart that
there was no realistic chance of a res-
olution in the near future,” this per-
son said, adding that the financial
chief felt he was less and less able to
rely on data and other information
provided by TNK-BP’s financial de-
partment. Signing off on accounts
whose integrity he couldn’t vouch
for opened him up to the risk of share-
holder litigation, the person added.

Mr. Owen’s departure will allow
AAR to clinch greater control of
TNK-BP and further its goal of seek-
ing to replace Mr. Dudley, analysts
say.

“For as long as BP is dragging its
feet with nominating a new CEO,
AAR is going to step up to the plate

and assume greater responsibilities
for managing the organization,” said
Stan Polovets, chief executive of
AAR, on Monday. “We are a 50%
shareholder and it’s in our interest
to have the company be managed ef-
fectively and make sure nothing falls
through the cracks.”

Mr. Owen’s resignation has left
the company’s core executive com-
mittee, which had had five members,
in the Russian shareholders’ control.
With CEO Mr. Dudley outside Russia
and the resignation of Mr. Owen, two
of the committee’s three remaining
members are Russian shareholders.

Others disagreed. The person
close to TNK-BP said the core execu-
tive committee had no formal deci-
sion-making authority.

However, a person close to BP
said it looked bad for the company,
which is based in London. “This is an-
other step in the corporate take-
over,” this person said. “They’ve got
the CEO to leave the country, they’ve
got the 148 BP specialists out, and
now they’ve got the CFO to resign.”

A key issue is who will control
TNK-BP’s internal financial flows. As
financial chief, Mr. Owen acted as a
watchdog, ensuring that money was
allocated to projects agreed upon by
both shareholders. Now that he is
gone, that role is likely to become
more opaque. The person close to
TNK-BP said the shareholder dispute
had already placed a serious strain
on governance. “The company has a
sensible management structure with
fail-safe mechanisms built into it—
but not for the extended absence of
its CFO,” this person said.

Other supervisory structures

have been weakened. A few weeks
ago, a senior executive, Matthew
Murray, was forced to leave Russia af-
ter his visa wasn’t renewed. Mr. Dud-
ley appointed Mr. Murray last year
to work in TNK-BP’s Financial Con-
trol department, with a mission to
prevent potential corruption and up-
hold corporate-governance stan-
dards. Some officials in the company
say there is a risk such scrutiny will
weaken in his absence.

TNK-BP will now have to search
for a replacement for Mr. Owen, and
any candidate will require unani-
mous board approval—a tricky task
with control split evenly between BP
and AAR. But there are grave doubts
that the company will be able to find
any suitable candidates for a job that
will be widely viewed in the oil indus-
try as a poisoned chalice.

“There won’t be many takers,”
said the person close to TNK-BP.
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A key issue is who
will control
TNK-BP’s internal
financial flows.
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By Melinda Beck

The stories sound chillingly simi-
lar. A healthy teenager comes down
with what seems like the flu, then
gets rapidly weaker, spikes a high fe-

ver, starts vomit-
ing and breaks out
in a rash. By the
time he or she gets
to the hospital, in-

fection is overwhelming the body’s
defenses and shutting down vital or-
gans.

David Pasick, a 13-year-old in
Wall Township, N.J., was dead in

less than 24 hours. Evan Bozof, a
Georgia college student, lingered
for 26 days while doctors ampu-
tated all four limbs in a futile at-
tempt to save him.

Meningococcal meningitis strikes
just 1,400 to 2,800 Americans a year—
but with terrifying speed and conse-
quences. Roughly 10% of victims die,
often hours after symptoms set in.
About 15% of those who survive are
left with brain damage, hearing loss
or amputations; gangrene sets in rap-
idly if the disease disrupts blood flow
to the limbs. Many victims are adoles-
cents and college kids living away
from home for the first time.

As a new TV ad points out, the dis-
ease is largely preventable with a vac-
cine called Menactra, licensed in the
U.S. in 2005. The Centers for Disease
Control and Prevention now recom-
mends Menactra for all 11-to-

18-year-olds. As of 2006, however,
only 12% of those eligible had re-
ceived the vaccine. Manufacturer
Sanofi Pasteur, a unit of Sanofi-
Aventis, expects the rate to rise to
50% this year. Even so, that leaves
tens of millions of teenagers unpro-
tected.

That’s partly because adolescents

tend to steer clear of the doctor’s of-
fice. “Parents are supposed to take
their child to the pediatrician every
year, and that happens till they’re
about age six,” says Carol J. Baker, a
professor of pediatrics at Baylor Col-
lege of Medicine in Houston. “Then
parents start forgetting. Pediatri-
cians don’t nag them and schools
don’t require it.”

The CDC is pushing the idea of an
adolescent doctor visit to discuss a
range of health issues as well as get
the meningitis vaccine, a diphtheria-
tetanus-pertussis booster and the
human papilloma virus shot for
girls. But unlike infants and tod-
dlers, who don’t have much say in
their vaccines, “adolescents often
need to be educated about the
need,” says Dr. Baker.

Starting this fall, New Jersey will
require sixth-graders to be vacci-

nated against meningococcal menin-
gitis. Other states require college
students to be vaccinated or sign a
waiver saying that they have been in-
formed and opted not to have it.

About 15% to 20% of the popula-
tion carries the meningococcal bac-
terium without having any symp-
toms. But such carriers can trans-
mit it to people who are more sus-
ceptible, via sneezing, coughing,
kissing, or sharing drinks or ciga-
rettes. That’s why the disease often
hits people living in close quarters
like college dorms and sleep-away
camps. Teens who are run down and
sleep-deprived are especially vul-
nerable, and the lack of supervision
means that symptoms aren’t always
recognized early. “A parent would
have that gut instinct that this isn’t a
simple flu—but a sorority sister or a
roommate might not realize it,” says
Katherine Karlsrud, a New York City
pediatrician.

“Minutes count,” notes Candie
Benn of San Diego, whose daughter,
Melanie, came down with the dis-
ease on Christmas Eve in 1995 dur-
ing her freshman year in college.
“We got her to the hospital in 40
minutes and her veins were collaps-
ing. I was still thinking she had the
flu and they’re telling me she has a
50% chance of living,” Ms. Benn
says. Melanie survived—but only af-
ter three months in intensive care
with skin grafts, two months of re-
hab, a kidney transplant and ampu-
tations of both legs and arms.

Menactra lasts eight to 10 years
and protects against four of the five
strains of meningococcal meningi-
tis. Cases are also reported in Eu-
rope, Canada and New Zealand.
There have been outbreaks in Saudi
Arabia and Burkina Faso in recent
years and sub-Saharan Africa has so
many cases that it is known as the
“meningitis belt.” Menactra hasn’t
been licensed outside the U.S. yet,
but several other vaccines are in use
against specific strains. It isn’t made
with live virus, nor does it contain
the preservative thimerosal. The in-
jection costs $80 to $100, but is cov-
ered by most insurers. Side effects
are minimal. Some people have pain
and swelling at the injection site,
and a handful have come down with
Guillain-Barre syndrome (GBS), a
neurological disorder, after receiv-
ing Menactra.

That worries some vaccine crit-
ics, particularly when Menactra and
the HPV vaccine are given together.
“Where are the studies that look at
whether or not this is a healthy
thing to do over the long term?”
asks Barbara Loe Fisher, co-founder
of the National Vaccine Information
Center, a nonprofit activist group.
She notes that the U.S. government
now recommends 69 doses of 16 dif-
ferent vaccines for kids between 12
hours and 18 years old—triple the
number in the 1980s.

Paul Offit, chief of infectious dis-
eases at Children’s Hospital in Phila-
delphia, says that even if a link to
GBS were proven, “you have a
20-fold greater chance of getting
meningococcal meningitis without
the vaccine than of getting GBS
from the vaccine....Statistically, the
choice is very clear.”

Getting vaccinated “isn’t always at
the top of people’s priorities, or kids
say, ‘Oooh, I don’t like shots,’ ” says
Melanie Benn, 31, who lost a kidney,
both arms and both legs to the disease
in 1995. “But people need to know that
this exists and, by the way, you can
prevent it.”

Email healthjournal@wsj.com.

How a terrifying illness targets teenagers
Meningitis type has
potential to be lethal,
but it is preventable

A spot from a TV advertisement for
Sanofi Pasteur’s Menactra.
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N
EW-CAR registra-
tions in Germany
rose 2% in July

as high fuel prices and
pessimistic economic
prospects weighed on
Europe’s biggest auto
market, said the Ger-
man auto-maker associ-
ation VDA. In July,

262,600 new cars were registered in Germany, while for
the first seven months, car sales were up 3% to 1.9 mil-
lion vehicles. German car exports were down 6% at
338,100 last month, but still showed the second-best re-
sults for July, which is a seasonally weak month, VDA
said. Daimler AG’s compact model Smart recorded a
33% rise in sales in the first seven months of the year,
while the Mini helped BMW AG generate 7% growth, ac-
cording to the German Department of Motor Vehicles.

July new-car registrations
increase 2% in Germany

G
ERMANY’S pilot union,
Vereinigung Cockpit,
which represents

around 5,000 pilots, said it ex-
pects its members at Deut-
sche Lufthansa AG to strike
amid a wage dispute.

“There is no decision yet,
but we expect warning strikes
across the board, relatively
soon” said a union spokes-
man. Pilots at Lufthansa’s Cit-
yline and Eurowing units are

asking for higher wages after six years without raises,
he said.

On Friday, the airline reached a wage deal with ser-
vices union Ver.di, after a six-day strike of its ground
personnel. Nevertheless Lufthansa cancelled 130 do-
mestic and long-haul flights on Monday. —Roundup

GE expects more orders from 2012 Olympics

Delta will offer Wi-Fi on its U.S. flights
September rollout is
planned; access will
cost $9.95 to $12.95

A
RCELORMITTAL un-
veiled plans to build a
$600 million steel mill

in Mexico and to buy a Penn-
sylvania coke plant for $160
million, as it shrugs off U.S.
recession fears by beefing up
its North American presence.

The world’s largest steel
company by production said
it was still looking at poten-
tial sites for the Mexico mill.
The plant would produce car-

bon steel and bars to serve the construction and au-
tomotive sectors.

Separately, ArcelorMittal signed an agreement to
acquire Koppers Inc.’s coke plant in Monessen, Pa.
The plant produced 320,000 metric tons of metallur-
gical coke in 2007. —Benoît Faucon

By Scott McCartney

DELTA AIR LINES Inc. will pro-
vide wireless Internet access
throughout its entire domestic

fleet, enabling travelers to work or
surf at 33,000 feet.

The service, to be announced
Tuesday, will be available on some
planes as soon as September, starting

with Delta’s MD-88
jets. By the end of
the year, Delta will
have 75 planes out-
fitted, with its en-

tire 330-plane domestic fleet up and
running by next summer. While sev-
eral airlines have been testing air-
borne wireless Internet connections,
Delta is the first major carrier to com-
mit to installing Wi-Fi on every air-
plane.

Airlines have debated for years
over what new technology to install
in planes—whether customers want
satellite-television broadcasts, bet-
ter movies and entertainment, wire-
less Internet connections or cell-
phone service. The winner appears to
be Internet hot spots. One factor
swaying the debate: the proliferation
of hand-held Internet devices, such
as smartphones and iPods. Other car-
riers, including AMR Corp.’s Ameri-
can Airlines, Southwest Airlines Co.
and JetBlue Airways Corp., plan to of-
fer Internet access in their fleets well.

Beyond consumer demand, Wi-Fi
works for airlines for other reasons
as well. The service will be priced sim-
ilar to wireless connections rates at
high-end hotels—$9.95 for flights un-
der three hours and $12.95 for a
longer itinerary—and offers airlines
a chance to earn ancillary revenue. In
addition, it’s easy and cheap to in-
stall. While some carriers with
smaller fleets have won over custom-
ers with satellite television, older car-
riers with large fleets balked at the
large expense of retrofitting equip-
ment into their planes.

US Airways Group Inc. has even
gone as far as deciding to remove in-
flight movie systems from its domes-

tic jets to save weight and reduce fuel
burn. Older systems with grainy
video on small monitors have become-
passe now that travelers are bringing
their own video players with much
higher-quality screens and more en-
tertainment options.

For travelers, having wireless In-
ternet can be a mixed blessing. While
the service allows you to stay con-
nected to email, conduct Internet re-
search, plug into corporate networks
and stay in touch with news, it does
end the isolation of an airplane flight,

one of the last refuges from the al-
ways-connected world.

For many, a long airplane flight
across the country will no longer be
an escape. Instead of watching a
movie, reading a book or trying to
sleep, passengers may feel more com-
pelled to answer email and stay in
touch with colleagues and clients.

“Time on an airplane was either
time lost or time found,” said Tim
Mapes, Delta’s vice president of mar-
keting. “This is going to totally
change the dynamics of what a busi-

ness trip is.”
Delta Chief Executive Richard

Anderson said his company asked 15
of its largest corporate customers if
they preferred in-flight live televi-
sion or in-flight Internet access.
“Overwhelmingly they wanted to be
more productive,” Mr. Anderson said.

Travelers have grown accus-
tomed to wireless connectivity at air-
ports, hotels and coffee shops. Just
about the only unconnected part of a
trip now is during flight. “Our custom-
ers are demanding of us the same
type of wireless service they have on
the ground,” Mr. Mapes said.

Delta’s service will be provided by
Aircell LLC, a closely held Colorado
company that specializes in commu-
nications for private jets. Aircell paid
$31.3 million at a Federal Communica-
tions Commission auction in 2006 to
take over radio frequency once used
for air-phone service and reallocate it
to Internet service for jets.

Aircell developed a network of 92
ground-based antennas across the
U.S. The antennas work with planes
as high as 45,000 feet and have a ra-
dius of about 350 miles. Hot spot an-
tennas on planes communicate with
laptops and other devices onboard,
then the Aircell system sends data
back and forth to the ground.

The Aircell system, called Gogo
and already advertised in airports,
doesn’t offer connections for over-
water international flights. That re-

quires satellite-based communica-
tions, which so far have proven to be
slower for users, cost more and re-
quire more equipment on planes.

Gogo offers full Internet access,
Aircell says, including Web, instant
messaging and email, as well as ac-
cess to corporate networks over a
VPN connection. Any passenger with
a Wi-Fi-enabled laptop—or a cell-
phone with Internet capabilities—
will be able to do almost everything
he or she could do online on the
ground: email, texting, surfing, down-
loading and uploading or streaming
video and audio. The system will be
disabled during takeoff and landing.

Gogo is a data-only network,
meaning that it doesn’t allow voice
service over the Internet. Delta says
even if a passenger hacked his or her
way to a telephone connection,
phone conversations would be
banned in-flight.

The system requires installing an-
tennas and wiring, but isn’t very
heavy so it doesn’t add much weight
to planes, minimizing additional fuel
expense. Gogo can be installed on
planes overnight by Delta mechanics,
the airline said. The service could
even be installed in regional jets,
which were traditionally too small
for in-flight entertainment systems.

The system is designed so that ev-
ery person on the plane could log on
at the same time, but that could slow
down transmission speeds.

Lufthansa cancels flights
as pilots weigh a strike

By Aaron Back

BEIJING—General Electric Co.,
a sponsor of the Beijing Olympics,
expects to receive more industrial-
equipment orders for the 2012 Lon-
don Olympics than it booked for this
year’s Games.

“We are to going to sell much
more than $700 million for the Lon-
don Olympics,” GE International
Chief Executive Ferdinando Beccalli-
Falco said. GE expects around £50
billion, or roughly $100 billion, to be
spent annually until 2012 on infra-
structure and other improvements
around London, he said.

Beijing spent an estimated $42

billion preparing for the Games. GE’s
$700 million in industrial-
equipment sales for the
games ranged from security
systems to medical equip-
ment, Chief Executive Jef-
frey Immelt said last month.

GE expects revenue from
China this year to reach
about $5 billion, up from
$4.4 billion last year. That
figure is set to double over
the next three years, GE
China President Mark Nor-
bom said.

GE’s growth in China fits with an
ever-greater portion of its revenue
coming from outside the U.S. In the

second quarter, 54% of GE’s revenue
came from abroad, up from
51% last year, Mr. Beccalli-
Falco said. “It will be 60%
within a couple of years.”

Mr. Norbom said he sees
huge potential for GE in
China following the Games.
“As China gets more serious
about air-quality concerns,”
he said, “it’s got to turn
away from coal and go to-
wards other things,” includ-
ing wind, clean coal, natural
gas and solar power.

This year’s Olympics have pre-
pared GE to supply other major
events in China, Mr. Beccalli-Falco

said. “We learned how to develop
major projects like the Olympic
Games, which before we were not re-
ally able to do, because we had a
more engineering kind of approach,
to sell a specific item or a specific ap-
plication,” he said.

GE also will apply lessons
learned in Beijing to the Shanghai
World Expo and the Asian Games in
Guangzhou, China, both in 2010, Mr.
Norbom said. The buildup of casi-
nos in Macau is an opportunity for
GE to sell equipment for lighting, se-
curity, energy and water treatment
on a grand scale, he said. Macau sur-
passed Las Vegas in gambling reve-
nue in 2006.
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Web piracy as a promotional tool?

YouTube will stream video of the Olympics
Online channel
will send coverage
to 77 territories

By Loretta Chao

SHANGHAI—Google Inc.’s You-
Tube will be getting a small slice of
the Olympic pie, too, the Interna-
tional Olympic Committee said Mon-
day.

YouTube will stream about
three hours a day of exclusive con-
tent from the Olympic Broadcast-
ing Services, an IOC subsidiary, on
a dedicated channel during the
Games. It will reach 77 territories
that aren’t officially covered by
Olympic sponsors, including South
Korea, India and Nigeria.

“For the first time in Olympic his-
tory we will have complete global
online coverage, and the IOC will
have its own broadcast channel and
content production facilities,” said
Timo Lumme, the IOC’s director of
television and marketing services.
It will provide Olympic footage to

the “young generations of sports
fans” who are already going online
for entertainment, he said.

The broadcasts, beginning Aug.
6 when the first Olympic events take
place, will include on-demand sum-
maries and highlights of Olympics
news going on every day over 17
days.

Internet users from outside the
77 territories—including users in
the U.S.—will be blocked from view-
ing the clips via geo-blocking be-
cause digital video-on-demand
rights in other areas were sold on an
exclusive basis. The technology is a
way to block access to users based
on their geography, determined by
the number assigned to their Inter-
net connection.

The increasing numbers of peo-
ple watching video online have been
a challenge for Olympics organiz-
ers. While new media channels,
from blogging to online video shar-
ing, could potentially expand view-
ership of the Games, they also make
it more difficult for organizers to
control exclusive content, for which
sponsors pay millions of dollars.

During the 2004 Games in Ath-

ens, online broadcast coverage was
available only in a handful of territo-
ries. Blogging by athletes was for-
bidden. But this year, IOC guidelines
say athletes are allowed to blog if
it’s “confined solely to their own per-
sonal Olympic-related experience”
and doesn’t include audio or visual

content from within accredited
zones at the Games.

Officials say providing quality
video content across all media plat-
forms—including online—will help
reduce piracy, because viewers will
opt for professional video over ille-
gal amateur footage.

YouTube will be able to sell ad-
vertising around its Olympics chan-
nel, but only to Olympic sponsors.
The content is expected to reach
only an estimated 200 million peo-
ple because the numbers of online
video viewers in the territories cov-
ered are relatively small. In compari-
son, China alone—which isn’t allow-
ing the YouTube broadcast—has an
estimated 180 million people using

online video. Those viewers will be
able to watch Olympics content from
CCTV.com, the online arm of China
Central Television, and its various
partners. In the U.S., General Elec-
tric Co.’s NBC holds these rights.

As part of the deal, YouTube will
conscientiously filter its content for
videos that violate the IOC copy-
rights on Olympics content. (Post-
ing video clips from concerts and
sporting events without permission
is already against YouTube rules,
but enforcement is inconsistent.)
That means that things like cell-
phone footage uploaded by Olym-
pics-goers on the ground in Beijing
won’t be allowed.

By Ethan Smith

And Sarah McBride

In a situation that highlights the
challenges faced by entertainment
companies and artists in the digital
age, a case of alleged Internet piracy is
now coming under scrutiny as a possi-
ble promotional stunt by a band’s own
handlers.

When a track from a
forthcoming album by the
hard-rock band Buckcherry
leaked onto the Internet a
fewweeks ago, the LosAnge-
les quintet was quick to com-
plain in a blog and a press re-
lease from their label,
Warner Music Group
Corp.’s Atlantic Records.
Nonetheless, the band
quickly released a music
video for the song, “Too
Drunk. . .”; radio stations
around the U.S. began play-
ing it, and within weeks the
song entered the top 40 of
two different rock charts
published by Billboard mag-
azine.

Some fans sensed some-
thing fishy, however. Now,
the main editor of an online
file-sharing blog called Tor-
rentFreak.com says the leak
actually came from a com-
puter affiliated with the
band’s own manager, Josh
Klemme. The TorrentFreak
editor, who goes by the
name Ernesto Van Der Sar,
asserts that the song was
leaked online by a computer
with an Internet-protocol
address that is the same as
one associated with Mr.
Klemme’s management company.

A person close to a file-sharing
Web site unaffiliated with Torrent-
Freak provided The Wall Street Jour-
nal independent information that ap-
pears to support Mr. Van Der Sar’s
claim. This person confirmed the In-
ternet-protocol address of the com-
puter that first sent “Too Drunk. . .” to
file-sharing networks in early July.
Emails Mr. Klemme sent to the Tor-
rentFreak blog originated at the same
IP address, which in the email’s rout-

ing information carries the additional
identifier “joshlaptop.”

Mr. Klemme didn’t respond to
calls or email messages requesting
comment. Jill Siegel, a spokeswoman
for Buckcherry’s management com-
pany, Tenth Street Entertainment,
said the company was investigating
the source of the leak. “We take this

very seriously,” she added.
A spokeswoman for Atlantic

Records declined to comment.
While entertainment companies

decry file sharing, they nevertheless
frequently use it as a tool to market
music or to gauge the popularity of
their offerings. Radio stations use in-
formation on which songs are most
trafficked online when deciding
what to play. And it is increasingly
common for musicians and their
record companies to give away some

or all of an album online before its
commercial release, albeit usually
through their own Web sites, rather
than through file-sharing services.

After “Too Drunk. . .” appeared
on the Internet early last month,
Buckcherry wrote in a July 3 My-
Space posting that “we hate it when
this s2 happens, because we want

our FANS to have any new
songs first.” In that post,
the band provided a link
that allows fans to down-
load a copy of the song
and soon after posted a
music video on its Web
site. A July 22 news re-
lease from Atlantic
quoted the band making
the same complaint.

The song quickly
gained traction on the In-
ternet, and some tech-
savvy fans grew suspi-
cious that the leaked song
and the complaints had
been a successful exercise
in generating publicity.

In a July 22 entry on
the TorrentFreak blog ti-
tled “Does Buckcherry
Think *the BitTorrent
Community is Stupid?” a
user named “enigmax,”
who identifies himself as
U.K.-based TorrentFreak
co-editor Andy Maxwell,
cast aspersions on what
he called the band’s “faux
displeasure.” Torrent-
Freak editor Mr. Van Der
Sar, who is based in the
Netherlands, decided to
look into it.

Through contacts at
BitTorrent Web sites,

which serve as directories for online
file sharing, Mr. Van Der Sar says he
learned the IP address of the com-
puter that originally uploaded the
song. Some of these sites save the IP
addresses of those who upload files
so that they can block addresses that
regularly send bogus files or cause
other kinds of trouble.

Mr. Maxwell says in an email that
he then emailed Mr. Klemme, the
band’s manager, to tell him what Mr.
Van Der Sar found.
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Buckcherry drummer Xavier Muriel performs at “Crue Fest” in
Florida early last month.

MARKETPLACE

Source: Olympic Broadcasting Services

n 1936 Berlin  First live television
coverage of a sports event in world
history

n 1948 London  Select events were
covered by multiple cameras for the 
first time

n 1952 Helsinki  Not televised; radio
remained the major medium

n 1956 Melbourne  The Organizing 
Committee asked for rights fee for 
television feed; European and North
American broadcasters refused to 
pay; the Games were only televised
in Australia as a result

n 1956 Cortina d’Ampezzo winter 

games  First Olympic Games in 
which television pictures were 
relayed to viewers outside the host 
country

n 1960 Rome  The broadcasters paid
the Olympic Organizing Committee
a fee for the broadcast rights to the 
Games for the first time

n 1964 Tokyo  TV pictures were
broadcast via satellite for the first 
time

n 1994 Lillehammer winter games
For the first time, the Winter 
Games were broadcast on the 
African continent, via M-Net and 
ART satellites

n 2008 Beijing  YouTube becomes an 
official supplier of online video
content in countries not covered
exclusively under partnerships, 
making online video available in all
territories
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The master control room of Beijing
Olympic Broadcasting in the 
International Broadcasting Center 
in Beijing.

Broadcasting Olympics
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How do we meet growing global demand? What new

kinds of fuels and power sources should we develop?

And how do we safeguard the environment at the same

time?These are the questions facing us all. And together,

we can find the answers.

To help encourage greater understanding and discussion

toward solutions, Chevron brings you Energyville, an

online, interactive game that puts you in charge of

meeting the energy demands of your city. It’s a chance

to put your theories into practice. Choose from a

portfolio of energy sources to power your city today,

and through 2030. Every decision you make will affect

the environment, the economy, and your city’s security.

After you play, share your results and challenge others.

Because only when we come to understand and discuss

the energy problems our planet faces, can we find the

inspiration and know-how needed to solve them together.

Play it. Power it. Discuss it.

willyoujoinus.com

This is your city.
How will you power it?

CHEVRON is a registered trademark of Chevron Corporation.
The CHEVRON HALLMARK is a trademark of Chevron Corporation.
©2007 Chevron Corporation. All rights reserved.
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What to do when layoff rumors start to fly
Advance preparation
is the clever course;
don’t look scared

By Joann S. Lublin

During a recent commuter-ferry
ride, I overheard a pair of invest-
ment bankers swap strategies for
weathering rumored job cuts at
their employer.

“I’m hanging garlic over my of-
fice door,” one banker joked.

Hanging a smelly talisman is
only slightly less useful than con-
fronting your boss about rumors
that your name is on a layoff list. If
the scuttlebutt proves false, you
risk appearing insecure. If it’s true,
you may hasten your exit.

There are better ways to handle
workplace gossip about a potential
pink slip. The best approach: Be pre-
pared.

Auto makers, brokerages, retail-
ers, airlines, home builders, newspa-
pers and countless other ailing in-
dustries are slashing staff. Your job
could disappear tomorrow. “If the
rumors are swirling, you should
spend a minimum of two hours a
day getting ready for your next ca-

reer move,” recommends Dee
Soder, managing partner of CEO Per-
spective Group, an executive-advi-
sory firm in New York.

Your highest priority should be
an updated résumé, focused on your
most marketable skills. Transfer
your latest performance review,
summary of achievements, work
samples and laudatory customer let-
ters to a jump drive—a portable com-
puter-storage device—so you can re-
trieve them from outside the office.

Melissa DeCosta-Smith wasn’t
fully prepared when a dealer of deco-
rative home hardware discharged
her and nine co-workers in April—
partly because management had de-
nied rumored cuts. “I got walked out
that day,” with no chance to collect
the results of a just-completed
project, the product marketing man-
ager recalls.

After she returned days later for
her personal items, a human-re-
sources executive stood guard to
make sure that she took no official
documents.

Ms. DeCosta-Smith intends to be-
have differently once she lands new
employment. “I will assume that ev-
ery day is my last day,” she vows.

You also can plan for a possible
job hunt by installing a business
phone line at home. One executive

did so when she caught wind of a
shake-up in her 4,000-employee
unit. She added the new number to
her business card two weeks before
her company announced dismissals
this spring. She survived.

Upon hearing layoff rumors,
many people “hunker down, try to
become invisible and hope they
won’t be noticed,” observes Anne
Baber, a managing partner of Con-

tacts Count, a training and consult-
ing firm in Silver Spring, Md. “Those
are all the wrong things to do.”

Instead, you should make sure
the top brass sees—and appreciates—
your catalog of recent accomplish-
ments. “You must take subtle action
to get feedback in a way that doesn’t
make it look like you’re scared,” sug-
gests David D’Alessandro, author of
the book “Executive Warfare."

His efforts to keep higher ups in-
formed helped save his midlevel
management job at John Hancock Fi-
nancial Services years ago. While
Mr. D’Alessandro struggled to fix
three sick divisions, disgruntled
lieutenants gossiped that he would
get axed during an expected reorga-
nization. He dispatched a four-page
progress report to several senior ex-
ecutives of the Boston insurer, then
discussed his memo for 90 minutes
with his boss and his boss’s boss.

“I never got an indication in the
meeting that I was in trouble,” Mr.
D’Alessandro remembers. His superi-
ors encouraged him to keep pursu-
ing the turnaround. He realized “lay-
off rumors swirling around about me
were false, without having to ask.”

Soon after, his divisions suffered
layoffs. John Hancock not only
spared him, it subsequently pro-
moted him to chief executive.

Seeking legal counsel before the
pink slip arrives represents another
smart move, according to Laurel Bel-
lows, a Chicago employment attor-
ney. That’s especially important for
anyone who feels she has a com-
plaint that might be covered under
bias, whistleblower or other employ-
ment laws.

Whether or not you retain a law-
yer, you should alert your employer

promptly about any such gripes. A
middle manager for a New York fi-
nancial-services concern endured
multiple rounds of job cuts last year.
When the grapevine buzzed about
further reductions, she informally
complained that her supervisor
played favorites. The company
launched an investigation, and “we
pulled her from the list” of January
layoffs, a former human-resources
executive recollects.

In April, she sent senior officials
a critical email implying that correc-
tive steps, including a coach for her
boss, weren’t working. The detailed
message seemed to reflect outside
advice. When the company an-
nounced more layoffs the following
month, it again spared her job.

If all your efforts can’t preserve
your post, “your separation benefits
will come out of the very budget that
has benefited from your contribu-
tions,” notes Ms. Bellows. “That value
is leverage at the bargaining table” in
negotiating a departure package.

Among the extras that you might
request are accelerated vesting of
stock grants, a partial bonus, ex-
tended health-insurance coverage
and lengthy outplacement counsel-
ing.

Draft your exit wish list in ad-
vance.
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China and India are facing off
yet again in the race to secure en-
ergy resources to fuel their eco-
nomic growth, this time in Russia’s
Siberian oil fields.

China Petroleum & Chemical
Corp., known as Sinopec, has joined

the bidding for London-listed Impe-
rial Energy Corp., which primarily
produces oil in Russia, a person fa-
miliar with the situation said Mon-
day. India’s state-owned Oil & Natu-
ral Gas Corp. has already offered
about $2.5 billion for Imperial En-
ergy, according to another person
with knowledge of that offer.

Zhang Zheng, deputy director of
Sinopec’s foreign affairs bureau,
said he knew nothing about his com-
pany’s offer for Imperial Energy and
hadn’t heard of the British com-
pany. Officials at ONGC weren’t
available for comment.

Imperial Energy confirmed in a
statement Monday that it had re-
ceived another approach relating
to a possible cash offer, but didn’t
elaborate. The company said in a
July 15 statement that it had re-
ceived a cash offer of 1,290 pence
($25.46) a share, but didn’t name
the offering company.

China and India, the world’s two
most populous nations, rely on en-
ergy imports and have frequently
butted heads in their efforts to in-
vest in oil assets overseas, prima-
rily in developing nations. The Sino-
Indian rivalry has helped drive up
the price of oil and gas fields
around the world. Chinese compa-
nies bested ONGC or one of its affili-
ates in energy deals in Kazakhstan
and Ecuador in 2005 and in Nigeria
in 2006.

“I think it’s pretty clear that
China wins every time the two go
head to head in either buying eq-
uity stakes in oil blocks or compa-
nies. India doesn’t have China’s
deep pockets—it’s as simple as
that,” said Seema Desai, a London-
based analyst at consulting firm
Eurasia Group.

China and India have cooperated
at times in their respective quests.
In December 2005, a joint venture
between ONGC and state-run China
National Petroleum Corp. success-
fully bid for a stake in Petro-Cana-
da’s oil field in Syria.

China has been increasingly as-
sertive in trying to secure energy as-
sets. It recently put pressure on
neighboring Vietnam and on Exxon
Mobil Corp. over an oil-exploration
project in the South China Sea.

Yet China has had its share of set-
backs, most notably the collapse of
a $18.5 billion bid in 2005 by China
National Offshore Oil Corp., known
as Cnooc, to buy Unocal Corp., in the
face of U.S. political resistance. Si-
nopec and Cnooc also failed two
years before that to acquire stakes
in the enormous offshore Kashagan
field in Kazakhstan.

More recently, China has suc-
ceeded in extending its reach by tak-
ing a more benign approach. Cnooc
unit China Oilfield Services Ltd. last
month launched a $2.5 billion
friendly takeover of a Norwegian oil-
field services provider, Awilco Off-
shore ASA.

It wasn’t immediately clear how
much Sinopec or ONGC is offering
for Imperial Energy. Based on Impe-
rial Energy’s closing price Friday of

1,074 pence a share, it has a market
capitalization of about £1.1 billion
($2.2 billion). On Monday, Imperial
Energy rose 8% to 1,160 pence.

“I don’t know at what price Si-
nopec would be bidding, but it is a
possibility that ONGC may revise
its bid,” said Sudeep Anand, a Mum-
bai-based associate vice president
with financial-services firm Reli-
gare Securities Ltd. Imperial En-
ergy said there could be no cer-
tainty that any offer would be made
for the company.

A deal would add to either
ONGC’s or Sinopec’s existing Rus-
sian holdings. Imperial Energy oper-
ates a cluster of oil fields in the
Tomsk region of western Siberia,
which it said in a filing earlier this
year holds proven and probable re-
serves totaling 920 million barrels
of oil and gas equivalent.

Imperial Energy produced an
average of 10,000 barrels of oil a

day at the end of 2007. Last year, it
said it wanted to raise production
to 25,000 barrels daily by the end
of this year. The company’s output
slipped to 7,000 barrels a day in
the first quarter, but it blamed
“technical and logistics issues”
and maintained its daily produc-
tion target of 25,000 barrels by
year end.

Sinopec is a minority partner
with OAO Rosneft in two smaller
Russian projects. The Chinese com-
pany’s oil-equivalent reserves in
Russia equal about 540 million bar-
rels as of Jan. 1, 2009, said Paul Field-
send, an analyst at energy consul-
tancy Wood Mackenzie in Edin-
burgh. ONGC controls 20% of the Sa-
khalin-1 project led by Exxon Mobil
in eastern Russia.

Russia’s oil and gas fields have
proved treacherous for other for-
eign investors. When Royal Dutch
Shell PLC announced that costs at
the Sakhalin-2 project had nearly
doubled, Russian environmental reg-
ulators bombarded it with com-
plaints until Shell sold a majority
stake in the project to a Kremlin-run
gas company in 2006. BP PLC is now
embroiled in a bitter dispute with lo-
cal shareholders in its largest Rus-
sian investment, a joint venture
called TNK-BP Ltd.
 —Aries Poon and

Rick Carew in Hong Kong
contributed to this article.

By Stefan Kloet

Dutch-Belgian bank and insur-
ance company Fortis NV posted a
49% decline in second-quarter net
profit and gave a cautious outlook,
saying “the overall economic envi-
ronment is becoming more diffi-
cult.”

Net profit fell to Œ830 million
($1.29 billion) from Œ1.62 billion last
year, mainly because of a decline in
the value of its loans and invest-
ment portfolio and as the company
wrote off Œ362 million from its net
thanks to the credit-market tur-
moil.

Fortis shares fell 3.2% in Amster-
dam trading Monday.

Total income in the quarter,
which includes interest income, in-
surance premiums, fee and commis-

sions and other items, rose 9.8% to
Œ32.5 billion, boosted by the lend-
er’s merchant-banking division,

which booked solid treasury and fi-
nancial-markets results.

Profit from its banking division
before divestments fell to Œ465 mil-
lion from Œ1.16 billion, while profit
from its insurance division edged up
to Œ423 million from Œ413 million.

Fortis’s interim chief executive,
Herman Verwilst, said the compa-
ny’s businesses, including ABN
Amro, performed satisfactorily “in
turbulent market conditions” but
added that “the credit turmoil will
take us into 2009.”

Analysts pointed at the group’s
solvency base as a key concern.

Mr. Verwilst succeeded ousted
CEO Jean-Paul Votron, who on July
11 was forced to step down in the
wake of mounting shareholder un-
rest over Fortis’s Œ8.3 billion sol-
vency plan.

By Matthew Dolan

And Sharon Terlep

Already struggling with a down-
turn tied to gasoline prices, auto
makers have another headache to
deal with—falling crossover-vehi-
cle sales.

Crossover vehicles, car-based
wagons designed to look and func-
tion like sport-utility vehicles but
with modestly better fuel economy,
were booming coming into 2008. But
sales have dropped off as consumers
have flocked to less-expensive and
more-efficient passenger cars.

This is forcing auto makers to fur-
ther rethink a business model
largely dependent on the sales and
profits of large vehicles.

Despite a flood of new models
in the segment, sales of cross-
overs were down 11% in July com-
pared with July 2007, according to
Autodata Corp., representing the
third straight month of declines
amid a wider downturn in the over-
all market.

Even though the segment contin-
ues to outperform vehicle sales in
general, and despite car companies’
big hopes for crossovers, auto mak-
ers have been forced to scale back
production plans as sales of cross-
overs have missed the mark.

Crossovers were supposed to be a
cushion buffering auto makers
against the SUV decline that has been
picking up steam in recent years.

Designed to look like truck-based
SUVs, these vehicles behave more
like station wagons because they
are built on lighter car chassis, with
the goal of being more fuel-efficient.

Because of this, auto makers
touted vehicles such as the Edge by
Ford Motor Co. and General Motors
Corp.’s Buick Enclave as the perfect
bridge for consumers who wanted a
way out of their gas guzzlers but
didn’t want to sacrifice size.

But instead of boosting crossover
sales, demand has been crippled.

“With gas hovering around $4 a
gallon, even the crossover category
continues to show signs of slow-
down, as many consumers looking
to replace traditional trucks are ex-
periencing falling resale value of
their old vehicles, freezing buyers
out of the crossover market and

pushing them to look at options
such as compact and midsize cars,”
Lehman Brothers analyst Brian
Johnson wrote last month.

“Anybody with a large SUV [is]
coming in and finding out how
much the market’s changed,” said
Joe Serra, a dealer who does busi-
ness in Michigan and Alabama.

Crossovers are generally costly
products, meaning consumers may
not be able to swallow losses on
SUVs and still afford to stay in the
large-vehicle market.

“They’re expensive vehicles at a
time when there’s a lot of economic
uncertainty and distress,” said
Mark LaNeve, North American sales
chief for GM. GM’s Saturn Outlook
costs $29,000, or $13,000 more than
the smaller Saturn Astra hatchback.

Ford marketing chief Jim Farley
said about half of the 30,000 custom-
ers who have traded in pickup
trucks in recent months have seri-
ously considered buying a Ford Fo-
cus compact car, which has been
Ford’s biggest success this year.

Sales of the Focus were up 16% in
July and are up 26% year to date
when compared with the year-ear-
lier periods.

The Focus may be selling well,
but its margins are razor thin. As
the Focus sizzles, Ford’s bet on
higher-margin crossovers isn’t pay-
ing off as expected.

Ford is counting on crossovers

to continue gaining market share
over the next five years and had in-
tended to add a third shift of produc-
tion at the Oakville, Ontario, plant
where the new seven-passenger
Flex wagon and other crossovers
are assembled. But that plan was
abruptly suspended last month.

Toyota Motor Corp. and GM are
launching new crossovers later
this year.

In a slide show for investors
during a presentation related to
the $15.5 billion second-quarter
loss announced Friday, GM
pointed to only one vehicle in
North America as a key upcoming
product launch: a large crossover
wagon called the Chevrolet
Traverse.

Toyota, meanwhile, is betting
on its Venza crossover, due in Oc-
tober, to fuel its run for more mar-
ket share.

In July, sales of two of the most
recently redesigned crossovers
plummeted. Sales of Toyota’s High-
lander fell 24% in July, while the
Honda Pilot’s slid 43%, prompting
the Japanese auto makers to offer
as much as $1,000 in discounts on
new models.

Toyota recently scaled back
production plans for the High-
lander, and Honda Motor Co. has
cut Pilot output.
 —Jeff Bennett

contributed to this article.

Crossovers come up short
Auto makers’ hopes
for wagon-like cars
dim as sales wane
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Fortis posts 49% drop in profit

China, India competing
to buy Imperial Energy

The London-listed
company operates
a cluster of fields in
Western Siberia.

By Bruce Stanley and Nisha
Gopalan in Hong Kong
and Jackie Range in New Delhi
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Nintendo plots its next momentum play
Iwata seeks growth
from new games
and novel services

By Yukari Iwatani Kane

Tokyo

A
fter overseeing several
years of rapid growth at
Nintendo Co., President
Satoru Iwata faces new
challenges: how to keep

players of the company’s video-
games interested, and how to culti-
vate a new wave of customers.

Under the 48-year-old Mr. Iwata,
Nintendo has already redefined vid-
eogames and widened their appeal
beyond the typical young male
player who favors fast, action-
packed games. Its DS portable game
device, launched in November 2004,
has attracted young women and an
older audience with a touch-sensi-
tive screen players can write on and
simpler games, such as the brain-
training quiz game Brain Age and
the virtual-pet game Nintendogs.

The Wii video-
game console, re-
leased two years
later, allows users
to wield a control-
ler as they would a
tennis racket or

sword. Using body movements to
play games has enthralled custom-
ers and turned the console, which
sells for about $250, into a global
phenomenon.

Both products have allowed Nin-
tendo to emerge from the shadows
of Sony Corp. and its PlayStation
and Microsoft Corp. and its Xbox.
Nintendo’s stock price has more
than doubled in the past two years,
at one point propelling the company
to the No. 2 spot—behind Toyota Mo-
tor Corp.—among Japanese compa-
nies based on market capitalization.

Now, Nintendo is adding more
games and functions to the Wii. For
instance, Wii Music lets players sim-
ulate playing music together in a
band. Using a new accessory called
Wii Speak, players can communi-
cate with each other remotely dur-
ing a game. And the Wii Motion Plus
attachment makes the controller
more responsive to a player’s move-
ments. It will be bundled with a new
sports title called Wii Sports Re-
sort, which offers games based on
activities such as jet-skiing, Frisbee
and fencing.

In an interview, Mr. Iwata talked
about the challenge of maintaining
Nintendo’s momentum. Excerpts:

WSJ: You finally unveiled Wii Mu-
sic, the game that Super Mario
Brothers creator Shigeru Miyamoto
demonstrated three years ago.
Mr. Iwata: Wii Music completes
what Miyamoto wrote in his pro-
posal when he came up with the idea
for the Wii. He was saying that he
needs to think up more ideas now.

WSJ: Since you first launched Wii,
you’ve introduced several accesso-
ries, such as the steering wheel to
play racing games and the gun-like
Wii Zapper to shoot targets in a
game. This month you unveiled the
Wii Motion Plus and Wii Speak. Are
there any more accessories in the
pipeline?
Mr. Iwata: Most of the ideas for ac-
cessories that we had initially come
up with are out now. We might think
up some more, and we might make
them if we do, but we don’t have any
plans to release a whole lot more.

WSJ: Will Wii owners be forced to
buy a Wii Motion Plus for each con-
troller they own to play newer
games?
Mr. Iwata: There will be games that
will be enhanced by the Wii Motion
Plus as well as games that can only
be played with it. Users will need
four if they have four controllers,
but we’re going to try to offer it for
as little as possible. We haven’t an-
nounced the price yet, but the cost
of making the Wii Motion Plus is not
that much, so I think we can make it
very affordable.

WSJ: You once said you hoped that
new game players who were drawn
to the easy-to-play games would

eventually start buying more tradi-
tional games like Mario. Is that hap-
pening?
Mr. Iwata: Of the people whose first
videogame purchase was Brain Age,
about 35% bought more games
within 90 days. Of those, more than
10% have now bought 11 titles or
more.

WSJ: You’re now offering some non-
game services for the DS—espe-
cially its wireless feature—such as
getting airport-transfer informa-
tion and ordering food while, say,
you’re at the baseball stadium. How
is that going?
Mr. Iwata: I think we’re doing signifi-
cantly better than other devices
that offer [similar] services. We’re
trying constantly to think of ways
that the DS could be used more often
in everyday life—services we can of-
fer that will make people want to
take their DS with them everywhere.
We need to convince all kinds of cus-
tomers that they should own a DS.

WSJ: Aren’t mobile phones a more
suitable device for this kind of ser-
vice? What strengths does the DS
have that a mobile phone doesn’t?
Mr. Iwata: Mobile-phone services
have to be compatible with many dif-
ferent models and their formats, but

we can customize services specifi-
cally for the DS so it’s much easier to
use.

WSJ: Do the features and services
for use in everyday life mean you’re
moving beyond your original mis-
sion as an entertainment company?
Mr. Iwata: We’re still an entertain-
ment company first and foremost,
but the definition of videogames has
changed. If we keep our view of
what a videogame constitutes as
broad as possible, then naturally
we’re going to be doing things that
people might say aren’t games.

WSJ: Sony and Microsoft’s video-
downloading services on the PS3
and Xbox 360, respectively, are both
aimed in part at winning customers
beyond core game players. But Nin-
tendo has already captured the audi-
ence it wants with simple, intuitive
games. Have you thought of offering
a video-downloading service, too?
Mr. Iwata: If we can do something
different that plays up our strengths—
and broadens what a videogame con-
stitutes—then we might do it. If we
have no ideas, we’re not going to
compete with the exact same ser-
vices against companies like Sony,
which has a movie studio, and Mi-
crosoft, which has a lot of money.

WSJ: Now that you’ve added these
new users to the market, what do you
want to do with them in the future?
Mr. Iwata: Our sales may have
grown beyond expectations, but
there are still a lot of people who
have never played videogames. I
think there are still many new kinds
of games that we can offer to pique
the interest of people whom we
haven’t managed to attract yet. Af-
ter we complete our mission in de-
veloped countries, then we’ll have
to start thinking about how to make
our products appealing in develop-
ing countries. We’ll have a whole
new dimension of issues to tackle
like pricing, quantity availability
and regional adaptation. We’re not
going to meet our goals that easily.

WSJ: Some people are starting to
speculate about your next-genera-
tion console.
Mr. Iwata: The hardware team
started work on the next thing as
soon as they were done with their
previous project, but what they
think up doesn’t necessarily be-
come a product. We only turn some-
thing into a product after it’s been
thoroughly vetted inside the com-
pany. We’re not at a point where we
can give specifics, but of course
we’re working on it.

High-end graphics
on new Intel chip
More calculating engines to
power Larrabee > Page 7

Nintendo characters Mario and Yoshi frame President Satoru Iwata at a recent presentation. He says Nintendo remains an entertainment company first and foremost.

WSJ.com

What to do when layoff rumors start to fly:
Advance preparation is the clever course
Make your highest priority an updated résumé
focused on your most marketable skills > Page 28

Halting defection
Yale fights to keep
student start-ups
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Kirin earnings quadruple
on stock swaps at drug unit

Hynix says U.S. to drop chip tariff

By Don Clark

Intel Corp. Monday provided the
first details of a chip technology
that is designed to help break into
new markets, starting with high-
end graphics used for computer
games and animation.

The company says the technol-
ogy, code-named Larrabee, will be
the basis for a series of chips that
have far more than the two to four
electronic brains found on its cur-
rent microprocessors. Intel isn’t be-
ing specific, but industry executives
expect initial Larrabee models to
have 12 to 48 calculating engines.

Dividing up computing jobs to be
handled by many microprocessors
isn’t a new idea. Indeed, Larrabee-
based chips—not slated to hit the
market until late 2009 or early
2010—will be taking on two en-
trenched rivals that already use
many special-purpose processors.

Nvidia Corp. sells a high-end chip
with 240 such processors to carry
out chores such as applying colors
to each of the tiny dots that make up
a picture on a display screen. Ad-
vanced Micro Devices Inc., which en-
tered the field through its 2006 pur-
chase of ATI Technologies Inc., has a
model with 800 processors.

Intel is also using some special-
purpose circuitry in Larrabee. But
most calculating jobs will be han-
dled by general-purpose micropro-
cessors—known by the designation
x86—that are a mainstay of per-
sonal computers.

“This is the first new architec-
ture developed for computer graph-
ics in the last 10 years,” says Jon Ped-
die, who heads a firm called Jon Ped-
die Research that tracks the field.

Intel now offers only low-end
graphics circuitry as a part of other

sets of accessory chips. Mr. Peddie
estimates Intel could gain as much
as $4.6 billion in new revenue in
2010 if it matched Nvidia’s and
AMD’s market shares in specialized
products, known as GPUs or graph-
ics-processing units.

That is a big “if.” Nvidia and AMD
executives dispute Intel’s conten-
tion that Larrabee chips can surpass
their products in running existing
computer games. For one thing, In-
tel will be relying largely on soft-
ware to emulate functions that are
now accelerated with special-pur-
pose GPU hardware.

“I’m sure they can make it work,
but the big question is how well it
will work,” says Tony Tamasi, an
Nvidia senior vice president.

Besides raw performance, Larra-
bee faces challenges in matching
the power consumption and manu-
facturing cost of GPUs, says Raja Ko-
duri, the chief technology officer of
AMD’s graphics-products group. If
it isn’t competitive in all three ar-
eas, “the consumer is not going to ac-
cept it,” he says.

Doug Carmean, Intel’s chief archi-
tect for Larrabee, says the technol-

ogy has advantages over GPUs, in-
cluding a large data repository
called a cache that eliminates de-
lays associated with fetching infor-
mation from separate memory
chips. Processors on Larrabee chips
also will communicate at very high
speed, using a data pathway config-
ured as a ring, he says.

But Larrabee’s biggest selling
point comes from the fact that a
large number of programmers know
how to exploit x86 microproces-
sors, which Intel expects to inspire
an array of new software in fields
such as oil and gas exploration and
medical imaging. One potential user
is DreamWorks Animation SKG
Inc., which in July cited Intel’s com-
ing technology in shifting from
AMD chips for servers and worksta-
tions used to make animation. Over
time, Intel expects Larrabee’s poten-
tial to spur faster progress in find-
ing new ways to create programs
that exploit many microprocessors.

“We see a major sea change com-
ing, and Larrabee is one of the cata-
lysts,” says Dave Hofer, director of
marketing for Intel’s visual-comput-
ing group.

Intel offers tech overview
Larrabee chips aim
to secure a foothold
in high-end graphics

Nike seeks to curb abuse
of workers in Malaysia

Sony to raise output of batteries

Intel's Larrabee technology is designed to render images in videogames, like this
scene from Gears of War 2.

Nike Inc. said it has taken steps
to correct worker-abuse problems
in a factory it uses in Malaysia, an ac-
tion that the athletic-apparel giant
said reflects its concerns about the
country’s chronic labor shortage
and how it affects factory workers.

Nike on Friday alleged abuse at
Hytex Integrated Bhd., a Kuala Lum-

pur-based garment manufacturer
that owns a factory producing Nike
T-shirts. Nike, which is based in Bea-
verton, Ore., said it had completed
its initial investigation into “claims
of unacceptable living conditions,
withholding of worker passports
and garnishing of wages” that be-
gan after an Australian television re-
port last month alleged worker mis-
treatment at Hytex.

In some cases, migrant workers
complained that their passports were
confiscated by managers, said Han-
nah Jones, Nike’s vice president of
corporate responsibility. The practice
may have been used by the factory to
compel workers to pay their own em-
ployment-permit fees, ordinarily
paid by the company, she said. Nike
said that all current employees will
be reimbursed for fees associated
with employment while from now on,
any such fees “will be paid by the fac-
tory as a cost of doing business.”

Also, Nike said it found that the
majority of housing for employees
was “unacceptable.” It said all work-
ers will be transferred to new Nike-
inspected housing within a month.

Michael Saw, executive director
of Hytex, said the company met Nike
compliance officials about two
weeks ago to discuss violations of Ni-
ke’s code of conduct for foreign con-
tract manufacturers and that Hytex
has “rectified” the issues. “We have
been working for Nike for the past
15 years,” Mr. Saw said, maintaining
that the allegations of abuses by the
Australian reporter were “out of pro-
portion” to the facts.

Like many businesses in Malay-
sia, Hytex depends on migrant labor.

The country has an estimated 2.1 mil-
lion foreign workers legally em-
ployed. Estimates of illegal workers
range from 500,000 to 1.2 million.

The recent issues highlight a
growing concern for Nike’s manufac-
turing operations in Malaysia, where
the U.S. company focuses primarily
on apparel. The country, once viewed
by the industry as a possible alterna-
tive to China for manufacturing, has
found itself crippled by a labor short-
age as a prospering populace of 27
million shifts away from factory jobs.

That has left Malaysia depen-
dent on workers from as far as Ne-
pal and Pakistan, who are offered
fewer rights in the country, setting
the stage for the kinds of abuses
that can embarrass American part-
ners. Nike itself has battled criti-
cism of its labor practices on and off
since the 1990s.

The Malaysian government has
tried, with limited success, to im-
pose order on the migrant-worker
situation. Labor officials have vowed
to prosecute employers who break la-
bor laws and have periodically an-
nounced crackdowns. But corrup-
tion, porous borders and lack of
strict legal enforcement have im-
peded progress.

“Many Malaysian policies for
bringing in migrant labor into the
country are enabling some of the be-
havior we think is unacceptable,” said
Nike’s Ms. Jones. “The issue of for-
eign migrant labor is very new to us.”

Hytex’s Mr. Saw said Malaysian
garment operations like his com-
pany are almost completely depen-
dent on migrants. “We have no
choice,” he said. “Malaysia is not a
third-world country anymore … Ma-
laysians don’t like factory work. If
you ask them to do things like sew-
ing, they’re not interested.”

Mr. Saw complained that the TV
report alleged that Hytex and other
Malaysian contract garment makers
used “forced labor,” a charge he dis-
puted. He said the workers at the ap-
parel plant—mainly from Bangladesh
and Vietnam—held Malaysian work
permits and were legally recruited
through employment agencies.

CORPORATE NEWS

By Kenneth Maxwell

TOKYO—Sony Corp. became the
latest Japanese company to step up
investment in the booming business
for lithium-ion batteries, saying it
will pay 40 billion yen, or about
$375 million, to increase domestic
output of the cells that power many
consumer-electronic products.

Sony, maker of the PlayStation
videogame and the Walkman music
players, said the investment is part
of a drive to nearly double monthly
output of the cells within two years.

The rechargeable batteries are
used in devices such as mobile
phones, laptop computers and digi-
tal cameras.

Sony said the investment, along
with plans to expand lithium-ion-
battery operations in Singapore and
China, should increase its monthly
output capacity from the current
41 million cells a month to 74 mil-
lion a month in fiscal 2010.

That should help it keep pace
with rival Matsushita Electric In-
dustrial Co., maker of the Pana-
sonic brand of consumer electron-

ics. Matsushita recently unveiled a
major drive to beef up its rela-
tively small presence in lithium-
ion-cell manufacturing, pledging
100 billion yen to build a plant in
western Japan that should help it
triple production to about 75 mil-
lion cells a month.

In early July, Sanyo Electric Co.
confirmed that it plans to invest
125 billion yen to develop its re-
chargeable-batteries business over
the next three fiscal years in a move
to increase output to about 90 mil-
lion cells a month from 70 million.
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By In-Soo Nam

SEOUL—Hynix Semiconductor
Inc. Monday said the U.S. Com-
merce Department has decided to re-
move a 23.78% punitive tariff on the
import of its dynamic random-ac-
cess memory, or DRAM, chips.

The department, in an earlier pre-
liminary ruling, said it would lower
countervailing subsidies on DRAM
shipments from 2006 to 4.91%.

The preliminary ruling is ex-
pected to be finalized Nov. 20, the

company said. Should the final ruling
be consistent with the preliminary
ruling, Hynix would no longer face pu-
nitive duties on its DRAM shipments.

“Once finalized, we won’t be obli-
gated to deposit money for that pur-
pose anymore. That means we’ll be
completely free from U.S. punitive
duties,” said Hynix spokeswoman
Seong Ae Park.

The U.S. began imposing a coun-
tervailing tariff on the import of
DRAM chips made by Hynix in 2003,
alleging that the chip maker’s previ-

ous bailout by government-linked
creditor banks amounted to unfair
subsidies.

Hynix, the world’s second-larg-
est DRAM maker by revenue after
Samsung Electronics Co., said in
March the countervailing duty im-
posed in 2005 by the U.S. on its
DRAM chips was retroactively re-
duced to 23.78% from 44.29% ear-
lier. As a result, Hynix will receive
$1.4 million plus accrued interest
from the authorities, the company
said at the time.

By Hiroyuki Kachi

TOKYO—Kirin Holdings Co. of
Japan reported that its first-half net
profit soared, with contributions
from group companies including
drug maker Kyowa Hakko Kogyo
Co. canceling out the negative ef-
fects of higher raw-materials costs.

Kirin, which holds a 46% stake in
Australia-based brewer Lion Nathan
Ltd. and 20% of San Miguel Corp. of
the Philippines, also said it is ready
to spend an additional 300 billion
yen ($2.8 billion) through 2012 on
growth strategies, including merg-
ers and acquisitions, mainly on soft-
drink and alcohol beverage activities
in the region.

Tokyo-based Kirin said its net
profit for the half to June 30 rose
more than fourfold, to 81.12 billion
yen, from 16.80 billion yen a year
earlier.

“We saw a changing environ-
ment, which was more rapid than we
expected,” stemming from higher

materials costs and a slump in do-
mestic demand, said Kirin President
Kazuyasu Kato.

But the consolidation of Kyowa
Hakko that took effect in April and
the strength of Lion Nathan helped
boost Kirin’s profitability. Kirin now
has a 50.1% stake in Kyowa Hakko.

A special profit valued at 72.6 bil-
lion yen from stock swaps in the pro-
cess of the Kyowa Hakko consolida-
tion added to Kirin’s net profit
growth.

Kirin posted a 25% rise in interim
sales, to 1.048 trillion yen from
836.02 billion yen a year earlier.

By Nicholas Casey in Los
Angeles and Raphael Pura
in Kuala Lumpur, Malaysia
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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.

2.71% 13 World -a % % 254.50 –0.97% –13.4% 8.09% 6 Stoxx Select Dividend 30 1695.40 0.67% –46.1% 2264.81 0.98% –39.0%

2.70% 13 Stoxx Global 1800 213.10 –0.88% –23.4% 248.16 –0.69% –13.4% 5.32% 7 Euro Stoxx Select Div 30 2132.80 –0.27% –34.8% 2860.16 0.04% –26.3%

3.44% 11 Stoxx 600 277.60 –0.95% –24.7% 323.61 –0.64% –14.8% 4.93% 15 U.S. Select Dividend -b % % 692.58 –1.10% –22.1%

3.52% 11 Stoxx Large 200 299.80 –0.95% –23.8% 347.58 –0.64% –13.8% 9.60% 11 Australia LPT -b, c 1513.80 –1.46% –33.1% % %

2.93% 12 Stoxx Mid 200 245.70 –0.99% –28.5% 284.82 –0.69% –19.1% 3.23% 11 Sustainability 882.10 –0.67% –23.5% 1161.07 –0.48% –13.5%

3.23% 11 Stoxx Small 200 155.00 –0.78% –28.6% 179.58 –0.47% –19.2% 2.10% 14 Islamic Market -a % % 2132.61 –1.04% –6.4%

2.33% 14 Stoxx Growth 1342.70 –0.92% –19.5% 1843.57 –0.62% –8.9% 2.44% 13 Islamic Market 100 1708.00 –0.57% –17.7% 2278.99 –0.38% –7.0%

4.49% 9 Stoxx Value 1246.70 –0.84% –27.0% 1712.61 –0.53% –17.4% 4.74% 9 Islamic Turkey -c 3016.90 1.20% 3.5% % %

3.35% 10 Euro Stoxx 308.60 –0.72% –24.0% 359.78 –0.42% –14.0% 6.09% 18 Bahrain -c 235.00 –0.84% 6.9% % %

3.43% 10 Euro Stoxx Large 200 331.40 –0.73% –23.7% 383.94 –0.42% –13.7% 2.04% 18 Wilshire 5000 % % 12799.11 –0.69% –13.1%

2.92% 12 Euro Stoxx Mid 200 280.00 –0.78% –24.2% 324.34 –0.48% –14.2% % DJ-AIG Commodity 173.40 –4.10% 3.7% 196.57 –3.80% 17.3%

3.01% 11 Euro Stoxx Small 200 168.50 –0.46% –27.1% 195.07 –0.15% –17.5% % Euro Currency 124.80 % 9.8% % %

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

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

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

Australia 1.0718 2.1068 1.0257 0.1768 0.0458 0.2092 0.0099 0.3019 1.6737 0.2243 1.0389 ...

 Canada 1.0316 2.0279 0.9872 0.1702 0.0441 0.2014 0.0096 0.2906 1.6109 0.2159 ... 0.9625

 Denmark 4.7780 9.3924 4.5725 0.7884 0.2044 0.9328 0.0443 1.3459 7.4613 ... 4.6316 4.4581

 Euro 0.6404 1.2588 0.6128 0.1057 0.0274 0.1250 0.0059 0.1804 ... 0.1340 0.6208 0.5975

 Israel 3.5500 6.9784 3.3973 0.5858 0.1518 0.6930 0.0329 ... 5.5437 0.7430 3.4413 3.3123

 Japan 107.9750 212.2519 103.3303 17.8159 4.6185 21.0794 ... 30.4155 168.6138 22.5984 104.6675 100.7461

 Norway 5.1223 10.0692 4.9020 0.8452 0.2191 ... 0.0474 1.4429 7.9990 1.0721 4.9654 4.7794

 Russia 23.3786 45.9565 22.3729 3.8575 ... 4.5641 0.2165 6.5855 36.5080 4.8930 22.6625 21.8134

 Sweden 6.0606 11.9136 5.7999 ... 0.2592 1.1832 0.0561 1.7072 9.4642 1.2684 5.8750 5.6548

 Switzerland 1.0450 2.0541 ... 0.1724 0.0447 0.2040 0.0097 0.2944 1.6318 0.2187 1.0129 0.9750

 U.K. 0.5087 ... 0.4868 0.0839 0.0218 0.0993 0.0047 0.1433 0.7944 0.1065 0.4931 0.4747

 U.S. ... 1.9657 0.9570 0.1650 0.0428 0.1952 0.0093 0.2817 1.5616 0.2093 0.9694 0.9330

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 555.50 –29.50 –5.04% 799.25 258.50
Soybeans (cents/bu.) CBOT 1295.00 –70.00 –5.13 1,636.75 622.00
Wheat (cents/bu.) CBOT 758.75 –35.25 –4.44 1,278.00 499.00
Live cattle (cents/lb.) CME 107.500 –0.300 –0.28 113.200 96.200
Cocoa ($/ton) ICE-US 2,783 –213 –7.11 3,290 1,818
Coffee (cents/lb.) ICE-US 136.85 –3.30 –2.35 176.05 120.75
Sugar (cents/lb.) ICE-US 13.42 –0.71 –5.02 15.43 9.72
Cotton (cents/lb.) ICE-US 69.13 –2.76 –3.84 98.45 59.20
Crude palm oil (ringgit/ton) MDEX 2,890.00 –60 –2.03 3,741 2,820
Cocoa (pounds/ton) LIFFE 1,501 –101 –6.30 1,748 931
Robusta coffee ($/ton) LIFFE 2,345 –85 –3.50 2,840 1,488

Copper (cents/lb.) COMEX 344.00 –13.85 –3.87 422.00 276.00
Gold ($/troy oz.) COMEX 907.90 –9.60 –1.05 1,048.00 437.00
Silver (cents/troy oz.) COMEX 1714.00 –38.00 –2.17 2,132.00 1,241.50
Aluminum ($/ton) LME 2,892.00 –28.50 –0.98 3,340.00 2,375.00
Tin ($/ton) LME 21,200.00 –500.00 –2.30 25,450 13,525
Copper ($/ton) LME 7,750.00 –150.00 –1.90 8,811.00 6,335.00
Lead ($/ton) LME 2,065.00 –70.00 –3.28 3,875.00 1,564.00
Zinc ($/ton) LME 1,808.00 –52.00 –2.80 3,410.00 1,761.00
Nickel ($/ton) LME 18,150 –100 –0.55 34,050 18,150

Crude oil ($/bbl.) NYMEX 121.41 –3.69 –2.95 147.90 66.86
Heating oil ($/gal.) NYMEX 3.3501 –0.0867 –2.52 4.1919 1.8600
RBOB gasoline ($/gal.) NYMEX 3.0002 –0.0841 –2.73 3.6503 1.9600
Natural gas ($/mmBtu) NYMEX 8.726 –0.663 –7.06 13.752 4.600
Brent crude ($/bbl.) ICE-EU 125.52 unch. unch. 148.99 74.80
Gas oil ($/ton) ICE-EU 1,109.00 –20.75 –1.84 1,347.25 595.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Aug. 4
Per In

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

Argentina peso-a 4.7414 0.2109 3.0363 0.3294

Brazil real 2.4455 0.4089 1.5660 0.6386
Canada dollar 1.6109 0.6208 1.0316 0.9694

1-mo. forward 1.6116 0.6205 1.0320 0.9689
3-mos. forward 1.6126 0.6201 1.0327 0.9683
6-mos. forward 1.6130 0.6200 1.0329 0.9681

Chile peso 797.90 0.001253 510.95 0.001957
Colombia peso 2768.95 0.0003611 1773.15 0.0005640
Ecuador US dollar-f 1.5616 0.6404 1 1
Mexico peso-a 15.5423 0.0643 9.9528 0.1005
Peru sol 4.3377 0.2305 2.7778 0.3600
Uruguay peso-e 29.983 0.0334 19.200 0.0521
U.S. dollar 1.5616 0.6404 1 1
Venezuela bolivar 3353.22 0.000298 2147.30 0.000466

ASIA-PACIFIC
Australia dollar 1.6737 0.5975 1.0718 0.9331
China yuan 10.6988 0.0935 6.8512 0.1460
Hong Kong dollar 12.1868 0.0821 7.8041 0.1281
India rupee 66.294 0.0151 42.453 0.0236
Indonesia rupiah 14190 0.0000705 9087 0.0001101
Japan yen 168.61 0.005931 107.98 0.009261

1-mo. forward 168.30 0.005942 107.78 0.009279
3-mos. forward 167.71 0.005963 107.40 0.009311
6-mos. forward 166.72 0.005998 106.76 0.009367

Malaysia ringgit-c 5.1033 0.1960 3.2680 0.3060
New Zealand dollar 2.1317 0.4691 1.3651 0.7326
Pakistan rupee 111.732 0.0089 71.550 0.0140
Philippines peso 69.343 0.0144 44.405 0.0225
Singapore dollar 2.1445 0.4663 1.3733 0.7282
South Korea won 1589.71 0.0006290 1018.00 0.0009823
Taiwan dollar 47.904 0.02088 30.676 0.03260
Thailand baht 52.385 0.01909 33.546 0.02981

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

Euro zone euro 1 1 0.6404 1.5616
1-mo. forward 1.0017 0.9983 0.6415 1.5589
3-mos. forward 1.0048 0.9952 0.6434 1.5541
6-mos. forward 1.0095 0.9906 0.6465 1.5469

Czech Rep. koruna-b 23.981 0.0417 15.357 0.0651
Denmark krone 7.4613 0.1340 4.7780 0.2093
Hungary forint 234.22 0.004269 149.99 0.006667
Malta lira 0.4575 2.1860 0.2929 3.4137
Norway krone 7.9990 0.1250 5.1223 0.1952
Poland zloty 3.2114 0.3114 2.0565 0.4863
Russia ruble-d 36.508 0.02739 23.379 0.04277
Slovak Rep. koruna 30.3794 0.03292 19.4540 0.05140
Sweden krona 9.4642 0.1057 6.0606 0.1650
Switzerland franc 1.6318 0.6128 1.0450 0.9570

1-mo. forward 1.6313 0.6130 1.0446 0.9573
3-mos. forward 1.6304 0.6133 1.0441 0.9578
6-mos. forward 1.6288 0.6140 1.0430 0.9587

Turkey lira 1.8019 0.5550 1.1539 0.8666
U.K. pound 0.7944 1.2588 0.5087 1.9657

1-mo. forward 0.7964 1.2557 0.5100 1.9609
3-mos. forward 0.7998 1.2502 0.5122 1.9524
6-mos. forward 0.8050 1.2423 0.5155 1.9400

MIDDLE EAST/AFRICA
Bahrain dinar 0.5887 1.6985 0.3770 2.6524
Egypt pound-a 8.2921 0.1206 5.3100 0.1883
Israel shekel 5.5437 0.1804 3.5500 0.2817
Jordan dinar 1.1051 0.9049 0.7077 1.4131
Kuwait dinar 0.4154 2.4074 0.2660 3.7594
Lebanon pound 2347.08 0.0004261 1503.00 0.0006653
Saudi Arabia riyal 5.8565 0.1707 3.7504 0.2666
South Africa rand 11.3249 0.0883 7.2521 0.1379
United Arab dirham 5.7357 0.1743 3.6730 0.2723
SDR -f 0.9643 1.0370 0.6175 1.6193

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 600 277.59 –2.65 –0.95% –23.9% –24.7%

 10 DJ Stoxx 50 2823.94 –28.62 –1.00 –23.3% –23.5%

 10 Euro Zone DJ Euro Stoxx 308.61 –2.25 –0.72 –25.6% –24.0%

 10 DJ Euro Stoxx 50 3289.26 –27.35 –0.82 –25.2% –21.7%

 11 Austria ATX 3580.93 –21.98 –0.61 –20.7% –21.3%

 9 Belgium Bel-20 2947.03 –36.52 –1.22 –28.6% –30.4%

 13 Czech Republic PX 1440.0 –6.7 –0.46 –20.7% –18.0%

 14 Denmark OMX Copenhagen 378.62 –4.40 –1.15 –15.6% –19.6%

 12 Finland OMX Helsinki 8312.14 –27.60 –0.33 –28.3% –24.4%

 10 France CAC-40 4280.63 –33.71 –0.78 –23.8% –22.6%

 11 Germany DAX 6349.81 –46.65 –0.73 –21.3% –14.7%

 … Hungary BUX 21381.43 –314.69 –1.45 –18.5% –23.7%

 5 Ireland ISEQ 4089.56 –0.14 unch. –41.0% –51.7%

 8 Italy S&P/MIB 27826 –304 –1.08 –27.8% –28.9%

 6 Netherlands AEX 392.48 –2.05 –0.52 –23.9% –23.9%

 9 Norway All-Shares 475.52 –4.15 –0.87 –16.6% –12.0%

 17 Poland WIG 41628.12 –389.81 –0.93 –25.2% –31.5%

 11 Portugal PSI 20 8290.89 –93.96 –1.12 –36.3% –36.9%

 … Russia RTSI 1895.86 –45.87 –2.36% –17.2% –2.5%

 10 Spain IBEX 35 11447.6 –121.9 –1.05 –24.6% –20.7%

 15 Sweden OMX Stockholm 271.17 –2.22 –0.81 –22.9% –30.3%

 13 Switzerland SMI 7078.22 –62.99 –0.88 –16.6% –18.1%

 … Turkey ISE National 100 43259.37 274.71 0.64% –22.1% –14.2%

 9 U.K. FTSE 100 5320.2 –34.5 –0.64 –17.6% –14.0%

 13 ASIA-PACIFIC DJ Asia-Pacific 131.65 –2.31 –1.72 –16.7% –16.2%

 … Australia SPX/ASX 200 4887.7 –16.3 –0.33 –22.9% –17.4%

 … China CBN 600 22357.93 –540.84 –2.36 –46.0% –39.0%

 13 Hong Kong Hang Seng 22514.92 –347.68 –1.52 –19.0% 2.6%

 11 India Sensex 14577.87 –78.82 –0.54 –28.1% –2.2%

 … Japan Nikkei Stock Average 12933.18 –161.41 –1.23 –15.5% –23.5%

 … Singapore Straits Times 2876.08 –29.99 –1.03 –17.0% –11.5%

 11 South Korea Kospi 1543.05 –30.72 –1.95 –18.7% –16.8%

 14 AMERICAS DJ Americas 328.76 –2.83 –0.85 –12.8% –9.7%

 … Brazil Bovespa 56024.26 –1606.09 –2.79 –12.3% 6.5%

 14 Mexico IPC 26508.45 –450.73 –1.67 –10.3% –9.8%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of August 1, 2008

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.90% 13 ALL COUNTRY (AC) WORLD* 341.98 –1.09%–15.2% –13.1%

2.90% 14 World (Developed Markets) 1,351.91 –1.08%–14.9% –13.7%

2.70% 15 World ex-EMU 156.12 –0.93%–13.7% –13.3%

2.70% 14 World ex-UK 1,339.75 –1.05%–14.5% –13.0%

3.70% 11 EAFE 1,871.92 –1.62%–16.9% –16.0%

2.60% 13 Emerging Markets (EM) 1,029.81 –1.16%–17.3% –7.5%

4.20% 10 EUROPE 97.90 –1.27%–23.2% –26.1%

4.30% 10 EMU 222.79 –1.85%–20.4% –15.3%

4.10% 11 Europe ex-UK 107.04 –1.34%–23.2% –24.8%

5.80% 8 Europe Value 110.99 –0.86%–26.8% –32.0%

2.70% 14 Europe Growth 83.99 –1.67%–19.6% –20.0%

3.40% 12 Europe Small Cap 167.06 –0.45%–22.4% –34.2%

2.20% 10 EM Europe 379.03 –0.92%–21.2% –13.6%

4.60% 9 UK 1,586.43 –1.03%–17.4% –16.7%

3.60% 12 Nordic Countries 159.07 –1.89%–22.8% –26.6%

1.40% 10 Russia 1,197.51 –1.38%–20.3% –3.5%

3.10% 14 South Africa 657.15 –4.42% –7.8% –5.7%

3.30% 13 AC ASIA PACIFIC EX-JAPAN 413.46 –0.82%–21.9% –14.5%

1.80% 15 Japan 802.48 –2.35%–14.6% –25.8%

2.10% 16 China 63.80 0.44%–25.3% –8.3%

1.10% 16 India 585.38 2.06%–31.5% –7.1%

2.00% 10 Korea 430.63 –1.15%–16.7% –16.9%

5.30% 11 Taiwan 268.66 –0.15%–19.6% –25.0%

2.10% 18 US BROAD MARKET 1,388.87 –0.46%–12.9% –12.2%

1.50% 34 US Small Cap 1,839.25 0.14% –7.3% –9.4%

2.40% 13 EM LATIN AMERICA 4,229.30 –2.46% –3.9% 11.2%

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

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

Lend Lease Corp.

Lend Lease Corp., Australia’s
largest property developer, warned
its net profit for the fiscal year that
ended June 30 may fall by as much
as 47%, and in the current fiscal year
earnings may decline 15%. Lend
Lease’s net profit in 2007-08 is ex-
pected to be 265.4 million Australian
dollars (US$246.6 million), down
from A$497.5 million a year earlier.
The company also cut property valu-
ations by A$60.2 million. Shares in
Lend Lease fell 13% to A$8.66 on the
profit warning, which included a
A$121.5 million write-down of the
value of real estate held by its U.K.
communities business, Crosby Lend
Lease. The write-down was the third
for the developer of London’s 2012
Olympic Village the company in the
U.K. in as many years. Lend Lease
will release its earnings this month.

British Airways PLC

British Airways PLC, which is al-
ready in talks with Spain’s Iberia Lin-
eas Aéreas de España SA over a
merger, hopes to seal an alliance with
its U.S. partner American Airlines
within weeks. BA spokesman Euan
Fordyce said the carrier expected fi-
nal preparations for a deal to be com-
pleted within two weeks, and an ap-
plication to U.S. regulators for anti-
trust immunity to be filed shortly af-
terward. BA and AMR Corp.’s Ameri-
can, the world’s largest carrier by rev-
enue passenger miles, have failed in
the past to win an exemption from
U.S. competition laws to work more
closely together because of their
dominance at London’s Heathrow.
However, they are expected to argue
that the competitive situation has
changed since the “open skies” agree-
ment between the U.S. and the Euro-
pean Union came into force in March.

Blackstone Group LP

U.S. private-equity firm Black-
stone Group LP, in which China’s sov-
ereign-wealth fund holds a stake, has
opened an office in Beijing in an ef-
fort to expand its business in the
world’s most populous country.
Blackstone appointed Fu Shan to
head the office. Mr. Fu is the former
vice president of Shenzhen-listed
real-estate-investment firm Beijing
Mainstreets Investment Group Corp.
Before that, he worked for several
government agencies, including the
National Development and Reform
Commission. The Beijing office is
Blackstone’s first in mainland China;
it already had an office in Hong
Kong. The firm hasn’t been operat-
ing in China as long as other private-
equity firms such as the Carlyle
Group, but it has been active the past
two years.

—Compiled from staff
and wire service reports.

Centrica PLC

U.K. utility Centrica PLC con-
firmed it was in talks with a third
party, widely believed to be Electric-
ité de France SA, on taking a minority
stake in U.K. nuclear generator Brit-
ish Energy Group PLC. The confirma-
tion came as talks between British En-
ergy and EDF over a takeover valued
at about £12.2 billion ($24.1 billion)
stalled after shareholders rejected
the French utility’s offer. EDF de-
clined to comment. Centrica, the
U.K.’s largest utility by customer num-
bers, said that it had other alterna-
tives if the party didn’t proceed with
a formal offer for British Energy or if
discussions between Centrica and
the third party failed. Centrica is be-
lieved to have its eye on a 25% stake in
British Energy if a takeover with EDF
is successful, according to people fa-
miliar with the matter.

Cia. Vale do Rio Doce

Brazil’s Cia. Vale do Rio Doce
said it signed a $1.6 billion shipbuild-
ing contract with China’s Rongsh-
eng Shipbuilding & Heavy Indus-
tries Co. Rongsheng will build 12
iron-ore carriers for Vale, each with
a capacity of 400,000 deadweight
tons. The first of the vessels is ex-
pected to be delivered in early 2011,
and the order is expected to be com-
pleted in 2012. “We’re very, very opti-
mistic about the iron-ore trade mar-
ket,” said Eduardo Bartolomeo,
Vale’s executive director of logistics.
The addition of the 12 largest ore car-
riers to be built in the world will help
Vale, the world’s biggest iron-ore
producer, cut the utilization rates of
its vessels, Mr. Bartolomeo said. The
fleet will have an estimated capacity
of 30.2 million metric tons of iron
ore a year from Brazil to Asia.

Delhaize Group

Belgian supermarket chain Del-
haize Group posted a 43% rise in sec-
ond-quarter net profit thanks to
lower taxes and charges, but said
sales were hit by a slowdown in con-
sumer spending and a weaker U.S.
dollar. The company, which operates
the Food Lion, Hannaford and Sweet
Bay chains in the U.S. as well as Del-
haize supermarkets in Belgium, said
net profit rose to Œ116.3 million
($180.7 million) from Œ81.4 million a
year earlier, when it booked a Œ103.8
million charge related to a debt-refi-
nancing deal. This year’s figure was
also helped by a drop in the tax rate
to 22.6% from 27.1%. However, sales
fell 7.5% to Œ4.45 billion, weighed
down by the slowing economy in the
U.S. and Western Europe as well as
the weaker dollar. Delhaize said that
both in the U.S. and in Belgium the
number of items purchased per visit
was declining, reflecting more pru-
dent consumer spending.

Iliad SA

French telecommunications and
internet operator Iliad SA said its
first-half revenue rose 21% as a
strong performance of its broad-
band-services business offset a
slowdown in its traditional tele-
phony division. First-half revenue
increased to Œ692.2 million from
Œ574.1 million in the year-earlier pe-
riod. Even though Iliad also re-
ported a 19% increase in its second-
quarter revenue to Œ352.2 million,
its release focused on the first six
months of this year. First-half reve-
nue in Iliad’s broadband-services
business was up 22% to Œ679.6 mil-
lion, while revenue in its traditional
telephony division fell 34% to Œ12.6
million. Iliad also confirmed its full-
year outlook, which targets 3.25 mil-
lion broadband subscribers by the
end of the year. Jardine Matheson Holdings Ltd.

Jardine Matheson Holdings Ltd.
said first-half net profit rose 28% on
strong growth in its Indonesian
auto unit and buoyant property
rental markets in Hong Kong and
Singapore. The Singapore- and Lon-
don-listed conglomerate, which
gets most of its earnings from South-
east Asia and greater China, expects
inflation and rising interest rates to
make trading conditions challeng-
ing. Jardine said net was $1.02 bil-
lion, up from $793 million a year ear-
lier. Revenue rose 25% to $11.47 bil-
lion. “After a good start to the year,
the current momentum should
carry forward to a satisfactory re-
sult for 2008, despite some slowing
in the second half,” Chairman Henry
Keswick said.

L’Air Liquide SA

Cost savings helped net
expand 8.1% in first half

French industrial-gases com-
pany L’Air Liquide SA’s said first-
half net profit grew 8.1% thanks to
its cost-savings and growth pro-
gram and strong performance of its
gas division as higher input costs
were passed on to customers. Net
profit in the first half rose to Œ601.4
million ($934.6 million) from
Œ556.5 million a year earlier, while
revenue was up 13% to Œ6.37 billion
from Œ5.63 billion. Chairman and
Chief Executive Benoit Pottier said
the company hadn’t seen lower de-
mand in Western Europe, North
America and Japan. Air Liquide said
it expects double-digit growth in
full-year net profit, excluding cur-
rency fluctuations.

Fincantieri SpA

Italian shipbuilder Fincantieri
SpA signed a definitive agreement
to buy Manitowoc Marine Group, a
shipbuilding unit of Manitowoc Co.,
for $120 million. The marine busi-
ness, which has facilities in Wiscon-
sin and Ohio, builds, repairs and con-
verts ships. Lockheed Martin Corp.
has agreed to become a minority in-
vestor, Fincantieri said. Fincantieri
has been working with Lockheed
Martin, building Italy’s first Littoral
Combat Ship. Fincantieri, which is
owned by the Italian government
but doesn’t receive state subsidies,
builds both cruise and military
ships. Manitowoc said the sale will
allow it to focus on its crane and
food-service businesses. The com-
pany intends to use proceeds for
general corporate purposes, which
include paying down debt from the
pending acquisition of Enodis PLC.

Metalloinvest

Russian metal and coal company
Metalloinvest, which is in merger
talks with Kazakh copper miner Ka-
zakhmys PLC, said 2007 net profit
more than doubled to 29.5 billion ru-
bles ($1.26 billion) from 12.5 billion
rubles in 2006. It was the first time
that the company, co-owned by Rus-
sian billionaires Alisher Usmanov
and Vasily Anisimov, reported earn-
ings under international financial re-
porting standards. Revenue almost
tripled to $6.7 billion, while earn-
ings before taxes, depreciation and
amortization came to $2.4 billion
from $849 million in 2006. Metallo-
invest produces 40% of Russia’s iron
ore, operates the country’s two larg-
est iron mines, and holds the
world’s largest reserves of the steel-
making raw material. It is planning
an initial public offering in London
this fall. Global iron-ore prices have
quadrupled in the past five years.

Zentiva NV

Generic drug maker Zentiva NV re-
ported a 16% rise in second-quarter
net profit, as an impairment charge
dragged down a 32% sales increase.
The Czech company, a takeover tar-
get of France’s Sanofi-Aventis SA,
said net profit rose to 363.3 million ko-
run ($23.6 million) from 312.4 million
korun a year earlier, while revenue,
which the company had reported last
month, increased to 4.5 billion korun
from 3.42 billion korun. Zentiva
booked a 191.3 million korun impair-
ment charge after it stopped some de-
velopment projects in Turkey and Ro-
mania, saying better alternative
projects are in the works. Although
Zentiva posted significantly lower
sales in several key markets, its Turk-
ish unit, which was first consolidated
in last year’s second quarter, ac-
counted for 1.2 billion korun in sales.

THE MART
BUSINESS OPPORTUNITIES BUSINESSES FOR SALE

CAPITALWANTED

MACHINERY & EQUIPMENT

MARKETING SERVICES

TRAVEL

Own an Energy
Conservation Business
Energy Automation Systems,

Incorporated. Tap into decades of experience
and skill to enjoy an

exciting and profitable career as an indepen-
dent EASI affiliate.

For information call 615-822-7250
or

www.energysavingbusiness.com

EQUITY PARTNERSWANTED
Global Web Launch to Mkt Now!
NewMedia Control Concept
112+ Million Projected Income.
Multi-billion dollar potential
150K Min to Participate

Call: 678-643-5220 Eric
ericceo5000@gmail.com

SEEKING EQUITY PARTNER
Niche Finance Firm

with fortunate timing, well
positioned for rapid growth,

seeks expansion capital to take
advantage of opportunity.
Call: 800-985-0341

info@adcapfunds.com

20%MONTHLY INCOME
Be a short-term lender
Real Estate Secured
www.lendsecured.com
pemortgage@gmail.com

973-786-1101

Product Line Available
Compact multiple task construction equip product
l ine avail - including demonstration equip,
engineering, customer list and all active leads. The
track driven unit is equipped with variable speed
drive, crane, auger, load deck, man-lift & an
on-board comp control sys. Tech One, Inc.
dmw@tech1inc.com § 262-641-0105

2 U.S. CASINO
GAMBLING VESSELS

($10.8M FMV, $29.2M Repl. Cost),
700+ gaming/restaurant

positions, strong ports/markets/operations.
Enormous upside.

Buyers/Investors send inquires to:
g.bolduc@groomco.com or
call Glenn 978-337-2153

Undervalued shoppingmall asset in coastal
city looking for buyer. Fully rented. 9%
rental return + RMB appreciation + RE
appreciation. Deal size about USD12mil-
l ion+. For more info please email :

go1818@yahoo.com or
fax: 732-626-6516

China Asset

Myrtle Beach, SC
140 New Oceanfront Condos.

Buy Notes and Mortgages direct
from Lender at Deep Discounts!

9.4 Acre Oceanfront
Development Parcel!

Call Alton 843-457-2808
AltonSwann@Gmail.com

DISTRIBUTOR-WEB BASED
National firm seeks distributors nationwide.
No competit ion. Work from home.
Full Time/Part Time. 100K + potential income.

Please Fax resume to
561-697-8370

à As with all investments,
appropriate advice should be obtained prior
to entering into any binding contract. à

Lower cost steel wire fabricated products
company. Located directly across the US border in
a desireable Mexican city. Well established with
capable work force. Possibly avail with or without
multi million $ consumer product line.

Box PW314, Wall Street Journal
545 E. John Carpenter Fwy. #400,

Irving, TX 75062

Manufacturer
Mexico

OWNER RETIRING
Old style feed store/hardware store

for sale. Same location over
50 years. Good sales growth.

S. Texas near major city. $1 Million.
Call: Doug 325-247-4890

Industrial and Control Systems
Sustained Growth

$4M EBITDA on $21M in Sales
Recession Proof Business
hortonbrokers@aol.com

941-735-8830

FL Electrical Contractor
for Sale

U.S. Developer Seeking Capital
30-40% IRR expected

Developer has $5MM, needs $5MM
Will accept $100K or more

Benjamin Loomis
773-769-1145

bal@ambleresorts.com

Panama Resort Development

$4 Million Invest.
$6 Mil Payback over 18/mo. Well secured
and guaranteed. Extensive creditable

resume and success history.
Call: (301) 977-1692 or

e-mail: Rbutler83@aol.com

Investment Capital Request

DIGITAL TV
MOVIE NETWORK
Seeks growth investor.

150 affiliates first network created for
new digital channels coming in Feb 2009.

Web search the words
golden age of movies and see where we

rank among millions.
victor@victorives.com

Only 9 new units left from
Never Opened Copy Center.

New $30K Konica-Minolta Copier Systems.
$3,995 - Delivered.

HIGH SPEED OFFICE COPIER

815-678-7682
Toll Free 888-678-2472

www.rte47.com

Notice of Fair Solicitation for
advertisers wishing to reach moving consumers,
catalog customers, and vehicle owners. These
opportunities include advertising in U.S. Postal
Service change of address packages; the Mover's
Guide, Mover's Guide Online, andWelcome Kit
and state DMV registration renewal packages.
These products provide vital information and

savings to moving households and vehicle owners.
If interested in advertising in Imagitas products.

Call 1-800-794-8510.
For additional information go to

www.imagitas.com

Save 60% First/Business
Major Airlines. Corp. Travel
www.cookamerican.travel

(212) 201-1824
WEWILL NOT BE UNDERSOLD

COOK
An American
Express Rep.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 21.90 $30.17 –0.27 –0.89%
Alcoa AA 12.50 31.04 –1.10 –3.42%
AmExpress AXP 9.10 36.85 –0.34 –0.91%
AmIntlGp AIG 21.20 26.69 –0.10 –0.37%
BankAm BAC 57.90 32.62 –0.71 –2.13%
Boeing BA 5.40 61.36 –0.65 –1.05%
Caterpillar CAT 6.20 67.43 –0.71 –1.04%
Chevron CVX 12.80 82.80 –1.51 –1.79%
Citigroup C 84.40 18.83 –0.04 –0.21%
CocaCola KO 10.60 53.90 0.76 1.43%
Disney DIS 11.10 30.37 0.29 0.96%
DuPont DD 4.90 42.16 –1.15 –2.66%
ExxonMobil XOM 31.30 76.60 –3.12 –3.91%
GenElec GE 34.40 28.17 –0.04 –0.14%
GenMotor GM 22.70 10.10 –0.13 –1.27%
HewlettPk HPQ 9.10 43.94 –0.02 –0.05%
HomeDpt HD 10.20 23.89 –0.01 –0.04%
Intel INTC 34.90 22.52 0.17 0.76%
IBM IBM 5.40 127.56 0.92 0.73%
JPMorgChas JPM 26.60 40.14 –0.62 –1.52%
JohnsJohns JNJ 12.30 68.98 0.88 1.29%
McDonalds MCD 5.70 60.55 0.78 1.31%
Merck MRK 15.60 33.40 0.14 0.42%
Microsoft MSFT 54.60 25.28 –0.16 –0.63%
Pfizer PFE 40.20 18.98 0.38 2.04%
ProctGamb PG 11.20 65.82 0.87 1.34%
3M MMM 2.20 69.75 –0.40 –0.57%
UnitedTech UTX 4.80 63.76 0.20 0.31%
Verizon VZ 10.80 33.83 –0.17 –0.50%
WalMart WMT 13.40 58.43 0.68 1.18%

Dow Jones Industrial AverageP/E: -140
LAST: 11284.15 t 42.17, or 0.37%

YEAR TO DATE: t 1,980.67, or 14.9%

OVER 52 WEEKS t 2,184.63, or 16.2%

 Note: Price-to-earnings ratios are for trailing 12 months
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Tracking
credit
markets &
dealmakers

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

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

Kingfisher  309 –14 –3 –44 M real  "1,472" 14 7 330

Man Gp  113 –7 –5 –13 Telecom Italia  151 15 24 –3

Brit  357 –6 –3 16 Norske Skogindustrier "1,208" 18 32 136

EMI Group  802 –6 –27 –143 Nielsen 575 18 15 16

FKI  138 –4 –17 –45 ITV  328 18 18 –21

Suez 39 –4 –4 –23 Thomson 593 26 –1 –57

Ld Secs 276 –4 16 36 Grohe Hldg 906 26 32 20

Kaupthing banki  1033 –3 32 194 Carlton Comms  275 27 30 46

Scottish & Newcastle 57 –2 1 2 Fresenius 348 34 69 203

Safeway 66 –1 –1 –2 Seat Pagine Gialle "1,003" 83 170 161

Source: Markit Group

Dow Jones Stoxx 50: Monday’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

GlaxoSmithKline U.K. Pharmaceuticals $138.4 12.05 2.77% –5.8% –10.0%

Diageo U.K. Distillers & Vintners 50.0 8.98 2.28 –10.3 15.1

Astrazeneca U.K. Pharmaceuticals 71.2 24.87 2.05 –1.4 –4.3

Novartis Switzerland Pharmaceuticals 161.0 63.65 1.92 –1.9 1.6

Tesco U.K. Food Rtlers & Wholesalers 56.7 3.67 1.69 –10.3 10.0

Anglo Amer U.K. General Mining $69.2 26.22 –5.51% –2.4 72.5

Rio Tinto U.K. General Mining 101.2 48.05 –4.79 49.3 137.9

BHP Billiton U.K. General Mining 67.9 15.31 –4.61 14.9 82.3

UBS Switzerland Banks 54.9 19.56 –4.02 –66.2 –58.3

BNP Paribas S.A. France Banks 84.1 59.50 –3.30 –25.6 0.1

...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

Nokia 104.3 17.58 1.33% –18.7% 34.6%
Finland (Telecommunications Equipment)
Koninklijke Philips Elec 35.8 21.20 1.19 –25.2 –2.6
Netherlands (Consumer Electronics)
Daimler 55.7 36.97 0.90 –42.4 –8.8
Germany (Automobiles)
BT Grp 28.4 1.72 0.41 –45.1 –22.4
U.K. (Fixed Line Telecommunications)
Deutsche Telekom 75.1 11.04 0.41 –12.1 –31.1
Germany (Mobile Telecommunications)
Nestle S.A. 173.9 46.26 0.39 1.5 29.9
Switzerland (Food Products)
Allianz SE 76.8 108.72 0.16 –29.7 4.6
Germany (Full Line Insurance)
ING Groep 73.4 21.12 0.09 –29.4 –13.6
Netherlands (Life Insurance)
Royal Bk of Scot 68.2 2.15 –0.12 –56.0 –53.7
U.K. (Banks)
Telefonica S.A. 123.0 16.51 –0.18 –4.0 21.9
Spain (Fixed Line Telecommunications)
Roche Hldg Part. Cert. 130.3 193.90 –0.21 –7.1 8.3
Switzerland (Pharmaceuticals)
Sanofi-Aventis S.A. 93.2 45.40 –0.39 –24.2 –35.9
France (Pharmaceuticals)
Vodafone Grp 157.0 1.37 –0.40 –11.4 –6.2
U.K. (Mobile Telecommunications)
E.ON 125.7 40.25 –0.45 4.0 67.6
Germany (Multiutilities)
SAP 72.0 37.00 –0.54 –6.3 6.7
Germany (Software)
BP 211.1 5.18 –0.62 –5.4 –20.3
U.K. (Integrated Oil & Gas)
Barclays 53.2 3.39 –0.66 –48.9 –40.2
U.K. (Banks)
AXA S.A. 60.2 18.69 –0.69 –33.1 –13.6
France (Full Line Insurance)
France Telecom 81.8 20.04 –0.79 –0.2 –20.0
France (Fixed Line Telecommunications)
Siemens 109.1 76.46 –0.80 –16.6 21.5
Germany (Electronic Equipment)

Assicurazioni Gen 48.7 22.13 –0.81% –25.0% –7.3%
Italy (Full Line Insurance)
Banca Intesa 66.8 3.61 –0.82 –34.0 –10.0
Italy (Banks)
HBOS 30.9 3.00 –0.83 –68.3 –67.1
U.K. (Banks)
Unilever 46.0 17.18 –0.87 –21.5 –8.1
Netherlands (Food Products)
Royal Dutch Shell 123.9 22.36 –0.89 –17.8 –13.9
U.K. (Integrated Oil & Gas)
Soc. Generale 54.2 59.50 –0.90 –50.4 –27.7
France (Banks)
L.M. Ericsson Tel B 31.1 63.70 –0.93 –49.3 –51.4
Sweden (Telecommunications Equipment)
Total S.A. 180.9 48.27 –1.07 –10.0 –6.3
France (Integrated Oil & Gas)
HSBC Hldgs 195.4 8.28 –1.08 –7.8 –10.2
U.K. (Banks)
ENI 131.6 21.05 –1.08 –13.9 –11.0
Italy (Integrated Oil & Gas)
BASF 58.6 39.69 –1.17 –15.3 37.0
Germany (Commodity Chemicals)
Banco Santander 115.8 11.86 –1.58 –11.2 17.7
Spain (Banks)
Deutsche Bk 47.9 57.83 –1.58 –40.7 –17.0
Germany (Banks)
GDF Suez 132.4 38.69 –2.22 16.7 ...
France (Multiutilities)
Lloyds TSB Grp 32.6 2.93 –2.25 –47.1 –39.1
U.K. (Banks)
Banco Bilbao Viz 65.9 11.27 –2.25 –35.6 –18.5
Spain (Banks)
Credit Suisse Grp 57.9 51.55 –2.27 –35.2 –2.6
Switzerland (Banks)
UniCredit 77.9 3.74 –2.35 –38.7 –15.4
Italy (Banks)
ArcelorMittal 120.7 53.39 –3.16 18.3 ...
Luxembourg (Iron & Steel)
Fortis 30.9 9.00 –3.23 –61.7 –54.9
Netherlands (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 0.94 103.00% 0.02% 1.32 0.64 0.91

Eur. High Volatility: 9/1 1.88 102.95 0.03 2.10 1.23 1.68

Europe Crossover: 9/1 5.35 104.12 0.07 5.96 4.00 4.92

Asia ex-Japan IG: 9/1 1.35 104.92 0.03 2.10 0.85 1.34

Japan: 9/1 1.07 105.24 0.02 1.61 0.65 1.08

 Note: Data as of August 1

Spreads
Spreads on five-
year swaps for 
corporate debt; 
based on Markit 
iTraxx indexes.   
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BLUE CHIPS & BONDS

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

Behind global deals: Bank revenues from equity capital markets

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

Source: Dealogic
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T
HE EURO
zone’s annual
inflation rate

should fall sharply
next year to below
2%, bringing it in line
with the European
Central Bank’s target,
the International
Monetary Fund said.

In its annual review of the 15-nation euro-zone
economy, the fund said its executive board is divided
about whether the ECB should raise its key interest
rate again but that fund economists believe the rate
should be unchanged. “Underlying inflation and labor
costs have been well contained thus far,” the IMF said.

Some members of the IMF’s executive board said
the ECB should be prepared to raise rates if there are
signs wage increases are picking up. —Paul Hannon

T
HE SWISS pur-
chasing man-
agers index

edged lower in July,
but remained above a
critical mark, data
showed.

The index dropped
to 54.1 from 54.9 in
June, slightly above

economists’ expectations of a 53.7 reading. It was
the first time the PMI has fallen below its long-term
average of 54.5 since mid-2005, Credit Suisse said,
which calculates the index with the Association of
Purchasing and Materials Management.

However, July’s figure remains above the boom-or-
bust threshold of 50 points for the 41st consecutive
month, signaling a soft landing for Switzerland’s in-
dustrial sector, Credit Suisse said. —Martin Gelnar

Euro-zone producer prices climb

Olympic cleanup sends migrants packing
As Beijing celebrates,
closed shops usher in
economic hardship

Purchasing index remains
above critical threshold

By Sky Canaves

Beijing

N EW WALLS have already been
built around much of the
nameless shop on Baoshi

Street, a small lane near Tiananmen
Square, though there’s still just
enough room for customers to come
and go. Inside, Wang Binjiang is hold-
ing a closeout sale.

For the past seven years, Mr.
Wang has worked for his cousin sell-
ing luggage, pajamas and small tools
in this neighborhood along with two
other men from the same small town
in Zhejiang province, on China’s east
coast. Each night, the three men roll
out their mats and sleep on the floor
of the 200-square-foot shop. Now the
building that houses the shop is due
to be knocked down, and without per-
manent-residence status in Beijing,
the men aren’t eligible for assistance
from the local government.

“August 6 will be our last day,”
says Mr. Wang, 28 years old. “We
must shut before the Olympics.”

The Olympic Games are an occa-
sion of celebration for many Beijing
residents, whose city has been under-
going a major face-lift ahead of the
Games, which start Friday. But for
Mr. Wang and many others, the
Games are a harbinger of economic
hardship. The expulsions seem to
strike a backward note for a country
out to stage an Olympics worthy of its
remarkable rise on the global stage.

“There are countries that are
more repressive than China, but
those are closed systems where the
mobility of people is more limited,
such as North Korea and Burma,”
Nicholas Bequelin, China research di-
rector for the New York-based activ-
ist group Human Rights Watch, says
of the displacement.

Chinese authorities have de-
fended the practices as meeting the
demands of development and social
stability and have strongly denied
abuses. The central government has
cautioned local officials against be-
ing overzealous. Local government

officials didn’t respond to requests
for comment.

Many migrant workers left in
late July, when the city imposed a
two-month shutdown on the con-
struction projects that employ many
of them. Others were swept out in a
pre-Games crackdown on unregis-
tered residents. Mr. Wang and his co-
workers are among those who are
holding out.

“We won’t go back home. There’s
nothing to do, no money to be made
there, and our plot of farmland is too
small,” says Mr. Wang, who earns
800 yuan, or about $115, a month
working at his cousin’s pajamas and
luggage store.

Homeless Beijing residents have
been are sent to relief centers in the
outskirts of the city, while countless
others have been forced to tempo-
rarily close businesses deemed “unde-
sirable,” which can include anything
from roadside food vendors to mas-
sage parlors.

Wang Xijing is among the Beijing
natives who have found themselves
on the losing end of the Games. Mr.
Wang (no relation to the store em-
ployee) used to run a supermarket in
the middle of a lively street market in
the eastern part of town. The whole

market was closed “for the Olym-
pics,” he says. He relocated his store
to what used to be his warehouse—
under a footbridge. But most of his
customers were migrant workers, so
now his business is down by 40%.

While a permanent return to the
routine authoritarianism of pre-
reform China would likely be impossi-
ble, in the short term, and for the
Games, citizens such as Mr. Wang
face must resign themselves to their

fate. “What can be done?” he says. “It
is the Olympics, and we must do what
the government says.”

Protests are rare and quickly put
down. On Monday, around 20 resi-
dents briefly gathered near Tianan-
men Square to protest their eviction
from the Qianmen area without ade-
quate compensation, the Associated
Press reported. But they were soon
forced to disband by members of the
local neighborhood committee as po-
lice surrounded the area. Most of
the Qing Dynasty buildings in Qian-
men have been demolished to make
way for a shopping area scheduled
to open Thursday, just in time for
the Olympics.

As the capital, Beijing serves as a
last resort for citizens from all over
the country who are unable to resolve
their problems at the local level. But
in preparing for the Olympics, the
city began demolishing the low-rent
neighborhoods near long-distance
train stations where petitioners typi-
cally lived while pursuing their cases.
Today, over 90% of the petitioners,
who used to number in the tens of
thousands, are gone. Of the 3,000 to
4,000 petitioners who remain, many
are in hiding, says Liu Anjun, a Beijing-
based advocate for petitioners.

IMF sees inflation falling
below 2% mark next year

H
UNDREDS of
soldiers were
deployed in cit-

ies across Italy on
Monday as part of
government mea-
sures to fight street
crime.

In Rome, an initial
400 men and women

were stationed at subway and railway stations and
at an immigrant center, the Defense Ministry said.
They were not expected to be deployed immediately
in the capital’s historic center. In Milan, some 150
soldiers were patrolling the Duomo cathedral and
sensitive sites such as the U.S. consulate and the
city’s synagogue. Soldiers were also deployed in Na-
ples, Bologna and Palermo, Italian reports said.
 —Associated Press

By Emma Charlton

LONDON—Euro-zone producer
prices hit a new high in June, giving
the European Central Bank more to
think about at its Thursday policy
meeting when it will balance soar-
ing inflation against a steepening
economic downturn.

Prices of goods leaving factory
gates in the 15 countries sharing the
euro rose 0.9% from May and 8.0% in
the year to June, above market expec-
tations for a 0.8% rise from May and a
7.9% annual gain, data from European
Union statistics agency Eurostat
showed. The June annual rise in the
producer-price index was the highest
since records began in January 1990.

Fears that commodities-driven
inflation would push domestically
set prices higher prompted the Euro-
pean Central Bank to raise interest

rates by a quarter of a percentage
point to 4.25% at its July meeting,
despite indications that the econ-
omy is set for a slowdown.

Signs of such spillovers ap-
peared in Monday’s data, with core
producer prices—that is, prices
stripped of energy and construction—
rising 4.0% in June compared with
last year and up from May’s 3.8% an-
nual rise.

That acceleration will worry the
ECB, said Howard Archer, an econo-
mist at Global Insight in London.
The central bank is concerned that
producers and business owners will
try to pass on the higher costs they
are incurring to consumers, who in
turn will push for higher wages,
which could bolster inflationary
pressures even further.

“This will reinforce the ECB’s
concerns that inflationary pres-

sures are potent down the supply
chain, and second-round effects
from elevated energy and food
prices may be increasingly occur-
ring,” Mr. Archer said.

Most economists expect the cen-
tral bank to leave the key rate un-
changed at Thursday’s meeting.
They argue that the ECB is begin-
ning to register the growing reces-
sion risk and will wait for inflation
to cool naturally, especially if com-
modities prices continue to retreat.

But there is broad disagreement
over whether the ECB would con-
tinue to hold back rate increases if
the inflation rate moves further
away from its medium-term goal of
just less than 2%. ECB President
Jean-Claude Trichet’s choice of
words at Thursday’s news confer-
ence could provide more clues.

“We look for [Mr.] Trichet to con-

firm again that the ECB has ‘no
bias,’ as he did after the July hike,”
said Holger Schmieding of Bank of
America. “If so, this would signal
that the bank will almost certainly
be on hold again in September.”

7
EURO ZONE

7
SWITZERLAND

Surging prices
Euro zone’s producer-price index, 
year-to-year percentage change

Source: Eurostat
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Passersby peer into Qianmen Street, from which some former residents complain
they were forced to move before the Olympics without adequate compensation.
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Soldiers deployed in cities
as counter to street crime
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PF (LUX)-Asian Eq-Pca AS EQ LUX 08/04 USD 174.02 –24.0 –15.7 12.0
PF (LUX)-Biotech-Pca OT EQ LUX 08/01 USD 376.13 13.0 25.2 24.2
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 08/01 EUR 170.37 –23.4 –25.9 –4.1
PF (LUX)-Digital Comm-Pca OT EQ LUX 08/01 USD 107.47 –21.4 –11.2 7.3
PF (LUX)-East Eu-Pca EU EQ LUX 08/01 EUR 381.14 –25.8 –18.7 2.4
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 08/04 USD 178.57 –22.7 –9.6 14.5
PF (LUX)-Emg Mkts-Pca GL EQ LUX 08/04 USD 588.20 –19.9 –8.5 14.7
PF (LUX)-Eu Indx-Pca EU EQ LUX 08/01 EUR 107.51 –21.2 –22.7 –4.6
PF (LUX)-EUR Bds-Pca EU BD LUX 08/01 EUR 358.85 –0.7 –0.9 –0.7
PF (LUX)-EUR Bds-Pdi EU BD LUX 08/01 EUR 281.81 –0.7 –0.9 –0.7
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 08/01 EUR 129.92 –0.9 –1.1 –0.5
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 08/01 EUR 94.71 –0.9 –1.1 –0.5
PF (LUX)-EUR HiYld-Pca EU BD LUX 08/01 EUR 130.74 –8.7 –8.7 –3.9
PF (LUX)-EUR HiYld-Pdi EU BD LUX 08/01 EUR 84.55 –8.7 –8.7 –3.9
PF (LUX)-EUR Liq-Pca EU MM LUX 08/01 EUR 132.93 2.4 3.6 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 08/01 EUR 99.30 2.4 3.6 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 08/01 EUR 453.84 –25.6 –29.2 –7.0
PF (LUX)-EuSust Eq-Pca EU EQ LUX 08/01 EUR 141.07 –23.4 –28.3 –9.0
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 08/01 USD 200.86 0.1 6.0 6.6
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 08/01 USD 143.21 0.1 6.0 6.6
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 08/01 USD 20.40 –16.1 –15.3 –0.3
PF (LUX)-Gr China-Pca AS EQ LUX 08/04 USD 327.32 –23.5 –10.7 22.3
PF (LUX)-Indian Eq-Pca EA EQ LUX 08/04 USD 331.90 –37.4 –12.4 18.4
PF (LUX)-Jap Index-Pca JP EQ LUX 08/04 JPY 11996.87 –15.5 –24.9 –9.2
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 08/04 JPY 11253.34 –16.0 –29.7 –13.9
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 08/04 JPY 11012.67 –16.3 –30.1 –14.4
PF (LUX)-JpEq130/30-Pca JP EQ LUX 08/04 JPY 5842.64 –15.2 –26.0 –14.3
PF (LUX)-MidEast&NorAfr-Pca US BA LUX 08/01 USD 95.85 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 08/04 USD 261.67 –18.0 –6.7 14.0
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 08/01 EUR 58.57 –23.8 –29.4 –7.0
PF (LUX)-Rus Eq-Pca EE EQ LUX 08/01 USD 81.40 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 08/01 USD 95.26 –14.6 –15.9 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 08/01 EUR 508.05 –17.7 –26.9 –1.9
PF (LUX)-US Eq-Ica US EQ LUX 08/01 USD 116.55 –9.4 –6.2 5.1
PF (LUX)-USA Index-Pca US EQ LUX 08/01 USD 100.29 –13.5 –12.9 0.8
PF (LUX)-USD Bds-Pca US BD LUX 08/01 USD 480.87 1.9 6.8 5.5
PF (LUX)-USD Bds-Pdi US BD LUX 08/01 USD 363.31 1.9 6.8 5.5
PF (LUX)-USD Liq-Pca US MM LUX 08/01 USD 129.25 1.7 3.3 4.2
PF (LUX)-USD Liq-Pdi US MM LUX 08/01 USD 87.12 1.7 3.3 4.2
PF (LUX)-Water-Pca GL EQ LUX 08/01 EUR 130.86 –16.2 –16.1 –0.2
PF (LUX)-WldGovBds-Pca GL BD LUX 08/01 USD 153.90 4.6 11.9 7.4
PF (LUX)-WldGovBds-Pdi GL BD LUX 08/01 USD 130.24 4.6 11.9 7.4

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 08/04 SEK 88.16 –24.4 –30.0 –9.0
Choice Japan Fd JP EQ LUX 08/04 JPY 65.77 –16.8 –28.2 –14.0
Choice Jpn Chance/Risk JP EQ LUX 08/04 JPY 71.70 –19.9 –29.5 –10.6
Choice NthAmChance/Risk US EQ LUX 08/04 USD 4.74 –9.4 –4.2 4.0
Europe 2 Fd EU EQ LUX 08/04 EUR 1.08 –25.5 –29.7 –7.6
Europe 3 Fd EU EQ LUX 08/04 GBP 3.76 –20.1 –17.3 0.1
Global Chance/Risk Fd GL EQ LUX 08/01 EUR 0.65 –17.7 –23.5 –7.8
Global Fd GL EQ LUX 08/04 USD 2.54 –13.9 –13.4 1.1
Intl Mixed Fd -C- NO BA LUX 08/04 USD 30.40 –8.7 –6.4 3.5
Intl Mixed Fd -D- NO BA LUX 08/04 USD 21.45 –8.7 –6.4 4.8
Wireless Fd OT EQ LUX 08/04 EUR 0.14 –26.2 –27.1 –2.9

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 08/04 USD 7.11 –21.8 –14.1 9.2
Currency Alpha EUR -IC- OT OT LUX 08/04 EUR 10.73 5.0 4.9 NS
Currency Alpha EUR -RC- OT OT LUX 08/04 EUR 10.68 4.6 4.4 NS
Currency Alpha SEK -ID- OT OT LUX 08/04 SEK 103.94 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 08/04 SEK 100.93 NS NS NS
Generation Fd 80 OT OT LUX 08/04 SEK 7.89 –16.5 NS NS
Nordic Focus EUR NO EQ LUX 08/04 EUR 80.11 –19.0 NS NS
Nordic Focus NOK NO EQ LUX 08/04 NOK 79.72 NS NS NS
Nordic Focus SEK NO EQ LUX 08/04 SEK 80.59 –19.0 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 08/04 USD 1.27 –21.6 –13.3 10.8
Choice North America Eq. Fd US EQ LUX 08/04 USD 2.02 –16.6 –14.5 –1.8
Ethical Global Fd GL EQ LUX 08/04 USD 0.93 –15.1 –16.3 –0.6
Ethical Sweden Fd NO EQ LUX 08/04 SEK 37.04 –16.9 –24.8 0.3
Europe Fd EU EQ LUX 08/04 USD 2.81 –20.9 –19.9 10.6
Global Equity Fd GL EQ LUX 08/04 USD 1.62 –14.2 –13.9 2.0
Index Linked Bd Fd SEK OT BD LUX 08/04 SEK 12.94 3.6 7.2 4.2
Medical Fd OT EQ LUX 08/04 USD 3.56 –7.6 –1.9 1.1
Short Medium Bd Fd SEK NO MM LUX 08/04 SEK 9.09 2.3 3.6 3.0
Technology Fd OT EQ LUX 08/04 USD 2.39 –16.2 –10.7 6.0
World Fd GL EQ LUX 08/04 USD 2.43 –9.2 –9.3 10.5

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 08/04 EUR 1.27 1.6 2.5 2.6
Short Bond Fd SEK NO MM LUX 08/04 SEK 21.48 2.4 3.7 3.1
Short Bond Fd USD US MM LUX 08/04 USD 2.48 1.2 2.9 3.7

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 08/04 SEK 10.30 0.9 2.0 1.8
Alpha Bond Fd SEK -B- NO BD LUX 08/04 SEK 9.25 0.9 2.0 1.8
Alpha Bond Fd SEK -C- NO BD LUX 08/04 SEK 25.83 0.8 1.9 1.6

Alpha Bond Fd SEK -D- NO BD LUX 08/04 SEK 8.61 0.8 1.9 1.6
Alpha Short Bd SEK -A- NO MM LUX 08/04 SEK 10.76 2.5 3.8 3.2
Alpha Short Bd SEK -B- NO MM LUX 08/04 SEK 10.09 2.5 3.8 3.2
Alpha Short Bd SEK -C- NO MM LUX 08/04 SEK 21.07 2.4 3.7 3.1
Alpha Short Bd SEK -D- NO MM LUX 08/04 SEK 8.76 2.4 3.7 3.1
Bond Fd EUR -C- EU BD LUX 08/04 EUR 1.23 1.1 2.2 1.1
Bond Fd EUR -D- EU BD LUX 08/04 EUR 0.49 1.1 2.2 1.2
Bond Fd SEK -C- NO BD LUX 08/04 SEK 38.31 1.4 2.6 1.8
Bond Fd SEK -D- NO BD LUX 08/04 SEK 11.49 0.2 1.5 1.2
Corp. Bond Fd EUR -C- EU BD LUX 08/04 EUR 1.17 –0.6 –0.7 –0.2
Corp. Bond Fd EUR -D- EU BD LUX 08/01 EUR 0.92 0.3 –0.8 –0.2
Corp. Bond Fd SEK -C- NO BD LUX 08/04 SEK 11.99 –0.6 0.1 0.4
Corp. Bond Fd SEK -D- NO BD LUX 08/04 SEK 9.42 –0.4 0.3 0.5
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 08/04 EUR 97.82 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 08/04 EUR 97.78 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 08/04 SEK 100.20 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 08/04 SEK 923.68 NS NS NS
Flexible Bond Fd -C- NO BD LUX 08/04 SEK 20.13 2.0 3.1 2.7
Flexible Bond Fd -D- NO BD LUX 08/04 SEK 11.40 2.0 3.1 2.7

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 08/04 SEK 100.62 –5.2 –6.0 –1.6
Global Hedge I SEK -D- OT OT LUX 08/04 SEK 91.96 –8.0 –8.7 –3.1

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 08/04 USD 2.69 –19.4 –3.7 17.2

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 08/04 SEK 24.52 –26.6 –33.8 0.0
Europe Chance/Risk Fd EU EQ LUX 08/04 EUR 1247.83 –26.6 –31.2 –8.0

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 08/01 USD 22.37 –32.4 –17.9 24.2
Eq. Pacific A AS EQ LUX 08/01 USD 10.45 –24.6 –10.3 16.0

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 08/01 EUR 31.07 6.9 10.4 10.2
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 08/01 EUR 19.05 –10.1 –10.2 –4.1
Bonds EURO A EU BD LUX 08/01 EUR 37.06 0.3 1.6 0.8
Bonds Europe A EU BD LUX 08/01 EUR 35.71 –0.1 0.5 0.4
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 08/01 USD 39.06 5.0 12.6 8.4
Eq. ConcentratedEuropeA EU EQ LUX 08/01 EUR 30.97 –23.3 –25.7 –8.0
Eq. Eastern Europe A EU EQ LUX 08/01 EUR 32.97 –25.2 –20.2 1.8
Eq. Equities Global Energy OT EQ LUX 08/01 USD 24.53 –2.7 9.6 14.9
Eq. Euroland A EU EQ LUX 08/01 EUR 12.85 –25.6 –26.6 –7.0
Eq. Euroland MidCapA EU EQ LUX 08/01 EUR 22.82 –21.3 –29.6 –7.6
Eq. EurolandCyclclsA EU EQ LUX 08/01 EUR 20.11 –20.6 –19.2 1.1
Eq. EurolandFinancialA OT EQ LUX 08/01 EUR 13.66 –26.6 –30.4 –13.4
Eq. Glbl Emg Cty A GL EQ LUX 08/01 USD 10.85 –19.7 –6.8 12.6
Eq. Global A GL EQ LUX 08/01 USD 30.72 –19.8 –19.6 –3.8
Eq. Global Technol A OT EQ LUX 08/01 USD 6.01 –15.2 –21.0 0.4
Eq. Gold Mines A OT EQ LUX 08/01 USD 26.53 –11.5 6.3 2.4
Eq. Japan A JP EQ LUX 08/01 JPY 1095.34 –17.3 –29.5 –12.3
Eq. Japan Sm Cap A JP EQ LUX 08/01 JPY 1266.42 –25.7 –39.0 –28.2
Eq. Japan Target A JP EQ LUX 08/01 JPY 1898.33 –6.3 –19.7 –9.5
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 08/01 GBP 12.34 –27.6 –30.3 –12.3
Eq. US ConcenCore A US EQ LUX 08/01 USD 22.93 –14.6 –8.9 1.5
Eq. US Lg Cap Gr A US EQ LUX 08/01 USD 18.70 –7.1 –1.3 4.7
Eq. US Mid Cap A US EQ LUX 08/01 USD 33.25 –15.0 –3.6 8.5
Eq. US Multi Strg A US EQ LUX 08/01 USD 25.70 –10.7 –10.2 0.5
Eq. US Rel Val A US EQ LUX 08/01 USD 24.48 –14.4 –19.9 –5.1
Eq. US Sm Cap Val A US EQ LUX 08/01 USD 21.96 –12.0 –18.9 –4.3
Eq. US Value Opp A US EQ LUX 08/01 USD 22.15 –13.1 –19.7 –6.3
Money Market EURO A EU MM LUX 08/01 EUR 26.66 2.5 4.3 3.8
Money Market USD A US MM LUX 08/01 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 08/04 EEK 184.12 –31.3 –37.3 –13.7
New Europe Small Cap EUR EE EQ EST 08/04 EEK 99.22 –28.8 –37.8 –9.8
Second Wave EUR EE EQ EST 08/04 EEK 214.57 –21.9 –26.2 6.5

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 06/30 EUR 128.23 –1.0 1.3 6.2
D'Auriol Opp F3 EUR EU MM CYM 06/30 EUR 1326.62 –3.2 –3.4 3.6

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 07/31 EUR 256.24 0.8 2.2 4.4

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 08/01 USD 18.12 4.6 –4.7 1.6

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

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

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

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

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 07/25 EUR 150.74 6.5 11.7 5.8
Zulauf Europe Fd LP OT OT CYM 03/31 USD 173.04 1.2 12.5 6.3
Zulauf Europe Fd USD OT OT CYM 07/25 USD 320.76 7.0 13.0 8.1
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

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

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

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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F
OR A sparsely populated
state that’s often a political

afterthought, Kansas has some-
thing close to a starring role in
this year’s presidential drama.
Consider:

Kansas Sen. Sam Brownback
ran for the Republican presiden-
tial nomination. Meanwhile, the
Democratic presidential con-
tender, Sen. Barack Obama,
makes much of the fact that his
mother and grandparents hailed
from Kansas, and he lauds the
Kansas “values” they gave him.

Now Sen. Obama is weighing
as his running mate the gover-
nor of Kansas, Kathleen Sebelius,
as well as Virginia Gov. Tim
Kaine, who grew up in Kansas
and whose mother happens to be
from the same small town as
Sen. Obama’s mother.

What to make of this Kansas
overdose? It’s tempting, as a na-
tive son of Kansas myself, to say
it’s a product of the state’s wis-
dom and character. In truth, of
course, much of it is coinci-
dence, fueled by a combination
of Sen. Obama’s unusual per-
sonal background and the fact
that he has developed a strong
liking for two fresh-faced gover-
nors who happen to share Kan-
sas backgrounds.

Yet this prominence isn’t all
coincidence. Kansas has played
out a fascinating political drama
in recent years, and the rest of
the U.S. can learn a few things
from its experience. As it hap-
pens, Kansas has been through an
extreme version of national politi-
cal trends: a rise of social conser-
vatives; a searing internal Repub-
lican debate; and a bit of a Demo-
cratic resurgence. It isn’t mere
happenstance that it has emerged
as a state that is still reliably Re-
publican yet with a highly popu-
lar Democratic governor.

F
ROM A DISTANCE, Kansas
may not look quite that in-

teresting. It has gone Republican
in every presidential election
since 1964 and hasn’t elected a
Democrat to the U.S. Senate in
78 years. But looks are a bit de-
ceiving. Historically, Kansas has
carried a wide streak of progres-
sive activism and populist senti-
ment alongside its reliable Re-
publicanism. Early in the 20th
century, it was ahead of its time—
and other states—in advancing
workers’ compensation and the
right of women to vote. The
state’s legendary small-town
newspaper editor, William Allen
White, was a national cheer-
leader for the progressive Repub-
lican politics of his friend, The-
odore Roosevelt.

More recently, its citizens
have shown an unusually high
propensity to cross party lines to
balance power between the par-
ties. Even as Republicans have
dominated overall, the state has
had a Democratic governor for
29 of the past 50 years.

The politics of the past two
decades, though, have been par-
ticularly raucous. In the 1990s,
the Kansas Republican Party,
long run by traditional Main
Street fiscal conservatives, came
to be dominated by social conser-
vatives who rode the waves of

the Reagan and Gingrich revolu-
tions into power. They made the
state known as not just antiabor-
tion but ground zero in a na-
tional effort to shut down abor-
tion clinics and doctors who
staff them. The movement to al-
low concealed weapons gained a
big foothold. And, famously, the
conservative-dominated state
school board sought to block the
uncritical teaching of evolution
in its schools.

For a while, this social conser-
vative wave worked well for Re-
publicans. In 1996, the state’s
governor and entire congres-
sional delegation were Republi-
can. Ultimately, though, many Re-
publicans came to fear that their
party was coming to be seen as
not just conservative but extreme.
Business conservatives pushed
back against social conservatives,
and a civil war erupted. Some
prominent Republicans, including
the state’s current lieutenant gov-
ernor, became Democrats.

O
UT OF THIS maelstrom
emerged Gov. Sebelius, who

benefited from the Republican
civil war in winning her first
term in 2002 and re-election in
2006. Even before becoming gov-
ernor, she had appealed to the
state’s populist streak when, as a
pro-consumer insurance commis-
sioner, she blocked the merger
of the Kansas Blue Cross and
Blue Shield health program with
an out-of-state firm.

More important, since taking
office, she has proved skillful at
working the political middle.
Kansas today has essentially
three political parties—social
conservative Republicans, moder-
ate Republicans and Democrats—
and Gov. Sebelius has succeeded
by binding together the latter
two groups against the former.

Thus, while the libertarian
Cato Institute gave her a “D”
grade after her first term largely
for proposing tax increases, she
worked with moderate Republi-
cans to clean up a fiscal and edu-
cation-funding mess. She has de-
veloped a reputation as a gener-
ally pro-business Democrat.
Meanwhile, she has pleased her
party’s liberal base—and gotten
in trouble with leaders of her
Catholic Church—by supporting
abortion rights.

Democrats in general have
benefited. Two of the state’s
four House members now are
Democrats.

Liberal author Thomas Frank,
a Kansas native, argues that navi-
gating the middle ground has
left Kansas Democrats with some
unique skills. “The state’s partic-
ularly intense version of the cul-
ture wars, plus the savage in-
fighting of the state’s [Republi-
cans], has produced Democrats
who know both how to speak to
populist impulses and how to ex-
ploit the Republicans’ own frag-
mentation,” says Mr. Frank, who
now writes a column for The
Wall Street Journal.

The partisan minefields of To-
peka, the state capital, aren’t all
that different from those of the
nation’s capital. The Sebelius ex-
perience in navigating them may
be the example of Kansas values
Sen. Obama finds most useful.

Attack in China kills 16
Terrorism suspected
in Muslim region
fuels Games anxiety

Kansas governor’s experiences
could be of value to Obama

Attackers killed 16 Chinese para-
military police officers in a raid with a
dump truck and grenades that also in-
jured more than a dozen other offic-
ers in a predominantly Muslim part
of northwest China Monday, high-
lighting security risks ahead of the
Beijing Olympics.

Police said they suspect that the
assault was a terror attack, accord-

ing to the state-run Xinhua news
agency. If so, it would be one of the
deadliest terrorist acts in China in
years—and one carried out despite a
massive nationwide effort to boost
security for the Games. Two attack-
ers were arrested.

The morning attack took place
about 4,800 kilometers from Beijing
in Kashgar, a city close to China’s bor-
ders with the Central Asian countries
of Tajikistan and Kyrgyzstan, as well
as with Afghanistan and Pakistan.
The area is predominantly populated
by Turkic-speaking Muslim Uighurs.

It came days before the arrival of
more than 80 world leaders in Beijing
for the Games—double the number
who attended the 2004 Olympics in
Athens. They include U.S. President
George W. Bush, who is expected to at-
tend the opening ceremonies Friday
evening in a crowd of tens of thou-
sands of athletes, politicians, busi-
ness executives and other spectators.

Though the incident was widely re-
ported in Xinjiang, the region in
which Kashgar is located, it didn’t ap-
pear to generate widespread news
alerts. In Urumchi, the provincial capi-
tal, passengers boarded planes as
usual and downtown was devoid of a
notable police presence.

China says it has assembled a
force of more than 100,000, including
more than 30,000 People’s Liberation
Army soldiers, and deployed antiair-
craft missiles—including a battery
near the National Stadium where the
opening ceremony is going to be held—
and sophisticated surveillance equip-
ment to safeguard the Games, an im-
portant symbol of China’s emergence
as a global power.

A spokesman for Beijing’s Olym-
pic organizing committee, Sun
Weide, said Games security officials
are gathering information about the
Kashgar attack. “We are well pre-
pared to deal with all kinds of secu-
rity threats,” he said.

Some Uighurs—seeking indepen-
dence from China—have waged spo-
radic and at-times violent campaigns
against the government. One group,
the East Turkestan Islamic Move-
ment has been labeled an interna-
tional terrorist organization by China
and the U.S.

Chinese officials have repeatedly
said the ETIM, which is believed to
have bases in Pakistan, and Uighur
(pronounced WEE-ger) separatists
generally pose the most serious secu-
rity threat to the Olympics.

In the run-up to the Games, Chi-
nese authorities, looking to head off
troubles, say they have stepped up
antiseparatist activities. In March,
the governor of Xinjiang an-
nounced a “strike-hard, high-pres-
sure” campaign of “preventive
strikes” on terrorists, separatists
and religious extremism.

China’s tough approach has
drawn criticism from human-rights
activists who say China has raised the
specter of attacks as an excuse to sti-
fle dissent and justify crackdowns on
antigovernment protests. Now, the at-
tacks are likely to strengthen China’s
hand in dealing with its critics.

One of the biggest questions
about the latest incident is whether
the plot was homegrown or whether
the assailants had assistance from
abroad. A Uighur woman arrested in
connection with an alleged plot to
down a Chinese airliner in March was
carrying a Pakistani passport. Police
haven’t disclosed information about
the men arrested Monday.

In the late 1990s—after the col-
lapse of the Soviet Union and an eas-
ing of travel between Xinjiang and
Central Asia, there was an escalation
in violence by separatist groups in
the strategically important region,
which accounts for one-sixth of Chi-
nese territory and is rich in oil and
other resources.

In Monday’s attack, two men in a
dump truck slammed into a squad of
border-patrol police on the street in
front of their barracks, according to
the Xinhua report. Xinhua said that
after the truck hit a utility pole, the
men tossed grenades into a police
compound and attacked officers
with knives.

Police officials in Kashgar,
reached by phone, confirmed the at-
tack, but declined to provide details,
saying the matter was under investi-
gation.

Since early this year, Chinese po-
lice have stepped up efforts to dis-
rupt what they consider to be Ui-
ghur separatist organizations—kill-
ing and arresting dozens of Uighur
suspects. In April, police arrested 35
people in connection with what
they said was a plot by Uighur sepa-
ratists to disrupt the Games.

At the time, the authorities said
members of the group were plan-
ning, among other things, to kidnap
athletes, journalists and tourists
during the Games. Police said they
found bomb-making materials and
leaflets calling for “holy war” dur-
ing raids on the group.

A group that identified itself as a
Uighur separatist group named the
Turkestan Islamic Party, released
online a video dated July 23 that
said the group planned to “target
the most critical points related to
the Olympics.”

The group also claimed responsi-
bility for bus explosions that killed
two people in southwest China last
month and killed three people in
Shanghai in May. But Chinese police
discounted the claim, saying there
was no evidence that the bus blasts
were terrorist attacks.

In July, U.S. Secretary of State Con-
doleezza Rice urged China not to let
security concerns become an excuse

for attacking political dissent. “Of
course, security threats have to be
dealt with,” Ms. Rice said. “But secu-
rity should not become a cover to
deal with dissent.”

President Bush met last week with
one of the most prominent exiled Ui-
ghur leaders, Rebiya Kadeer, presi-
dent of the Uyghur American Associa-
tion, a Washington-based advocacy
group, along with four other Chinese
dissidents, in order to send a message
to Beijing on human rights.

Alim Seytoff, the general secre-
tary of the Uighur American Associa-
tion, said the group “has no idea”
who is behind the attacks, which he
said “will certainly not help what we
are doing peacefully to promote hu-
man rights, democracy and religious
freedom for the Uighur people.” Mr.
Seytoff said the attack will provide
fodder for Beijing “to deceive the Chi-
nese people and the international
community and portray all Uighurs
as terrorists,” adding, “It is extremely
frustrating. We are absolutely op-
posed to terror and violence.”

China has also devoted consider-
able effort to stifling embarrassing
demonstrations against government
policies by Chinese citizens or for-
eign activists intent on drawing atten-
tion to causes ranging from human
rights for Tibetans to Chinese sup-
port for the governments in Sudan
and Myanmar.

Also Monday, police quickly sur-
rounded about 20 people who had
gathered in a residential neighbor-
hood near Tiananmen Square in the
heart of Beijing to protest their evic-
tion from their homes to make way
for redevelopment.

The demonstrators scuffled with
people in civilian clothes and were
led away, according to the Associated
Press, which reported that it wasn’t
clear where they were taken or if they
were detained.

Many Uighurs chafe at Chinese
rule in Xinjiang and object to govern-
ment restrictions on civil liberties
and religious practices. Many also re-
sent what they see as economic dis-
crimination by China’s majority Han
Chinese who have migrated to Xin-
jiang in growing numbers.

Instead of publicly acknowledg-
ing these complaints, the Chinese
government tends to ascribe any op-
position to government policies in
Xinjiang to “evil forces”—without dis-
tinguishing people who adopt peace-
ful methods of protest from those
who resort to violence.

“The reality is, you have both,”
said Nicholas Bequelin, a Hong Kong
researcher for Human Rights Watch,
a U.S.-based advocacy group. “And
the Chinese government conflates vi-
olent and nonviolent positions and ex-
aggerates certain aspects to justify its
crackdown.” Mr. Bequelin said that
“when people have no legitimate po-
litical or legal avenues to express
themselves, it does radicalize them.”
Still, he said, “there is no evidence of
widespread support” in Xinjiang for
international jihadist groups.

Large-scale rioting broke out in a
Xinjiang city in early 1997 and led to a
harsh crackdown by authorities. That
was followed by a series of bus explo-
sions in the Xinjiang capital of
Urumqi, as well as Beijing, in which at
least nine people were killed.

The violence led to general tight-
ening of government and Commu-
nist Party control in Xinjiang. The in-
fluence of ethnic Han Chinese cad-
res, deemed more trustworthy by
the central authorities, became more
widespread. The government also
tightened the reins on religion, re-
quiring imams to gain state approval
annually in order to conduct reli-
gious affairs.
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By Gordon Fairclough in Beijing
and James T. Areddy in
Urumchi, China
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Andfs. Plus Dollars US BA AND 08/01 USD 10.05 –6.1 –5.2 0.7
Andfs. RF Dolars US BD AND 08/01 USD 11.31 –0.1 0.9 2.3
Andfs. RF Euros EU BD AND 08/01 EUR 10.54 –4.6 –5.9 –2.7
Andorfons EU BD AND 08/01 EUR 14.17 –7.4 –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 08/01 EUR 10.47 –9.7 –10.7 –3.0
Andorfons Mix 60 EU BA AND 08/01 EUR 11.19 –15.1 –14.5 –3.3

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 08/04 EUR 10.52 1.4 1.6 3.5
DJE-Absolut P GL EQ LUX 08/04 EUR 212.32 –15.9 –12.7 2.4
DJE-Alpha Glbl P EU BA LUX 08/04 EUR 179.48 –12.2 –8.4 3.4
DJE-Div& Substanz P GL EQ LUX 08/04 EUR 210.92 –11.5 –11.2 4.4
DJE-Gold&Resourc P OT EQ LUX 08/04 EUR 167.19 –10.8 –2.0 –1.7
DJE-Renten Glbl P EU BD LUX 08/04 EUR 120.54 –1.3 –1.0 1.2
LuxPro-Dragon I AS EQ LUX 08/04 EUR 128.37 –29.1 –17.6 NS
LuxPro-Dragon P AS EQ LUX 08/04 EUR 125.85 –30.4 –19.0 NS
LuxTopic-Aktien Europa EU EQ LUX 08/04 EUR 16.18 –16.1 –11.2 2.1
LuxTopic-Pacific AS EQ LUX 08/04 EUR 17.35 –19.2 –16.9 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 08/04 EUR 81.98 –25.3 –29.5 NS

(Lux) E Eur ConvgnceUSD EE EQ LUX 08/04 USD 98.03 –20.7 –20.1 NS
(Lux) Russian EUR EE EQ LUX 08/04 EUR 87.29 –23.3 –19.9 NS
(Lux) Russian USD EE EQ LUX 08/04 USD 104.29 –18.6 –9.2 NS
Balkan Fund EE EQ SWE 08/04 SEK 23.16 –30.5 –30.8 9.7
Baltic Fund EE EQ SWE 08/04 SEK 61.40 –16.6 –24.0 5.1
Eastern European Fund EU EQ SWE 08/04 SEK 42.89 –21.7 –18.5 8.0
Russian Fund EE EQ SWE 08/04 SEK 1359.55 –22.2 –17.0 7.8
Turkish Fund EE EQ SWE 08/04 SEK 8.17 –28.8 –22.6 7.5

n HERITAGE FUND MANAGEMENT
info@heritagefunds.ch www.heritagefunds.ch
HF-China Abs Ret OT OT CHE 07/31 CHF 94.71 –37.3 –34.2 NS
HF-World Bds Abs Ret OT OT CHE 07/31 USD 84.05 –7.9 0.8 2.2

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

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 08/01 USD 307.70 –1.3 4.4 6.0
Sel Emerg Mkt Equity GL EQ GGY 08/01 USD 230.16 –14.9 –4.3 15.7
Sel Euro Equity EUR US EQ GGY 08/01 EUR 112.29 –23.1 –27.1 –7.0
Sel European Equity EU EQ GGY 08/01 USD 232.13 –18.2 –17.0 2.8
Sel Glob Equity GL EQ GGY 08/01 USD 227.31 –16.8 –17.7 –0.6
Sel Glob Fxd Inc GL BD GGY 08/01 USD 146.34 –0.3 3.7 3.0
Sel Pacific Equity AS EQ GGY 08/01 USD 149.10 –15.4 –4.6 13.7
Sel US Equity US EQ GGY 08/01 USD 145.96 –14.5 –13.7 –0.4
Sel US Sm Cap Eq US EQ GGY 08/01 USD 205.11 –11.3 –17.0 –1.6

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 08/01 EUR 329.24 –8.7 –8.3 –2.8
DSF 50/50 EU BA LUX 08/01 EUR 258.98 –12.7 –13.0 –4.3
DSF 75/25 EU BA LUX 08/01 EUR 208.75 –16.9 –17.8 –6.4
KBC Eq (L) Europe EU EQ LUX 08/01 EUR 592.71 –22.0 –25.1 –7.7
KBC Eq (L) Japan JP EQ LUX 08/01 JPY 24716.00 –16.4 –26.3 –11.7
KBC Eq (L) NthAmer EUR US EQ LUX 08/01 EUR 673.14 –12.6 –11.4 –0.5
KBC Eq (L) NthAmer USD US EQ LUX 08/01 USD 952.91 –12.6 –10.4 1.5
KBL Key America EUR US EQ LUX 07/30 EUR 500.04 –14.5 –11.1 NS
KBL Key America USD US EQ LUX 07/30 USD 514.79 –14.7 –10.4 NS
KBL Key East Europe EU EQ LUX 07/31 EUR 2760.71 –18.7 –15.1 4.8
KBL Key Eur Sm Cie EU EQ LUX 07/31 EUR 1069.51 –22.0 –32.1 –5.8
KBL Key Europe EU EQ LUX 07/31 EUR 700.29 –20.7 –25.5 –6.0
KBL Key Far East AS EQ LUX 07/31 USD 1431.80 –25.0 –22.5 7.5
KBL Key Major Em Mkts GL EQ LUX 07/31 USD 746.08 –19.7 –5.0 21.9
KBL Key NaturalRes EUR OT EQ LUX 07/31 EUR 538.31 –13.4 –9.3 NS
KBL Key NaturalRes USD OT EQ LUX 07/31 USD 638.73 –7.5 3.3 NS

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 07/25 USD 59.92 –20.0 –12.1 11.8

LG Asian Plus AS EQ CYM 07/25 USD 61.47 –28.0 –16.9 12.1
LG Asian SmallerCo's AS EQ BMU 07/30 USD 101.54 –36.1 –37.6 –3.3
LG India EA EQ MUS 07/31 USD 56.08 –40.0 –17.7 14.3
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 08/01 EUR 49.76 –31.9 –43.7 5.6
MP-TURKEY.SI OT OT SVN 08/01 EUR 39.70 –22.2 –22.2 5.6

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq GL EQ LVA 08/01 EUR 7.60 –15.4 –23.8 NS
Parex Eastern Europ Bd EU BD LVA 08/01 USD 14.15 3.5 5.3 6.4
Parex Russian Eq EE EQ LVA 08/01 USD 26.69 –16.0 3.0 20.0
Parex Ukrainian Eq EU EQ LVA 08/01 EUR 7.40 –27.9 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 08/04 USD 180.69 –23.4 –14.9 12.9
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Shipbuilders lead decliners
as credit concerns hit sector

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

CIMC’s worst looks past
Diversification plan
favors container firm
and its beaten shares

By V. Phani Kumar

MARKETWATCH.COM

HONG KONG—Shipbuilders tum-
bled across Asia Monday after order
cancellations at two South Korean
companies raised fears that the glo-
bal credit crunch could be expand-
ing to that industry.

Recent sharp declines in ship-
ping rates and Fri-
day’s rise in U.S. un-
employment,
which could signal
lower demand

from U.S. consumers, also played a
role.

Japanese auto stocks fell on
lower U.S. car sales in July.

In Seoul, the Kospi lost 2% to
1543.05. Daewoo Shipbuilding &
Marine Engineering and Hyundai
Mipo Dockyard said orders were
canceled because customers had
failed to pay. Daewoo Shipbuilding
sank 14% and Hyundai Mipo Dock-
yard slid 6.6%.

The cancellations could be a sign

that ship buyers are having a harder
time financing purchases, with im-
plications for the entire industry,
Credit Suisse analyst Henry Kwon
said.

Elsewhere, Kawasaki Kisen fell
8.7% and Mitsui O.S.K. Lines
dropped 5.4% in Tokyo. STX Pan
Ocean fell 4.2% in Singapore.

In Tokyo, the Nikkei Stock Aver-
age of 225 companies shed 1.2% to
12933.18. Toyota Motor lost 3.3%
and Honda Motor skidded 5.8% on
weak U.S. sales. Nissan Motor
dropped 4.8% on a 43% drop in fiscal
first-quarter net profit.

Sumitomo Mitsui Financial
Group lost 6.9%, part of a regional
worry about the health of the global
credit markets.

Shanghai-listed stocks dropped,
reversing Friday’s gains, amid con-
cerns about a slowing economy. The
Shanghai Composite dropped 2.1%
to 2741.74.

 —Mohammed Hadi in Singapore
contributed to this article.

China Mass Media stock
falls in debut on NYSE
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By James T. Areddy

SHANGHAI—China’s export ma-
chine has sputtered. Steel prices re-
main near records. The global ship-
ping industry faces risks of a capac-
ity glut. Each trend bodes poorly for
China International Marine Con-
tainers, the world’s biggest maker
of the ubiquitous shipping boxes for
cargo vessels and trains.

Yet some analysts hold a surpris-
ing view of CIMC
shares: The worst
is priced in already.
Even amid wide-
spread views of a

cyclical downturn for the container-
and bulk-shipping industries, ana-
lysts are finding stocks to watch,
like CIMC.

China’s investors have demon-
strated concern about the global
economy by dumping trade-related
stocks, including Shenzhen-listed
CIMC. Its Class B shares, available
to foreign investors, slipped 30
Hong Kong cents (3.8 U.S. cents)
Monday to 7.50 Hong Kong dollars
(96.1 U.S. cents), its lowest close in
more than two years. For 2008, the
stock is down 48%.

Long before China’s market in-
dexes buckled last October, inves-
tors sensed choppy waters; CIMC’s
Class B shares peaked in intraday
trading in August 2007 at HK$21.14,
which is 2.8 times higher than Mon-
day’s close.

The company’s more liquid Class
A shares for Chinese investors have
done even worse this year. On Mon-
day, they closed at 10.44 yuan
(US$1.53), 60% below their level at
the end of 2007. The Class A shares
tumbled 71% between last October’s
intraday peak of 34.50 yuan and a
low of 10.03 yuan in July.

CIMC is a microcosm of China’s
export industry, which is facing
some of its biggest hurdles in de-
cades. Inflation is raising wage, en-
ergy and commodity prices, and Chi-
nese companies are having trouble
passing on higher prices to main-
tain profit margins. Amid layoffs
and factory closings, senior Chinese
leaders have shown their concern
by visiting major manufacturing

zones in the Pearl River Delta near
Hong Kong and the Yangtze River
Delta closer to Shanghai. Problems
for exporters largely explain why
the ruling politburo backed off a
hawkish macroeconomic policy.

J.P. Morgan analyst Karen Li, who
watches mostly CIMC’s Class A
shares, says the stock has been pun-
ished enough. “Most of the nega-
tives have been factored in already,”
she says. The company has a diversi-
fication plan that may help its shares
move in line with the stock market,
instead of underperforming as they
have done recently, she says.

Formed in 1980 in the southern ex-
port city of Shenzhen, CIMC ex-
panded quickly by making contain-
ers cheaply. It grabbed global market
share, largely from South Korean and
Japanese competitors, using the
same strategies that transformed
the Guangdong region into a major
producer of toys and shoes.

CIMC, which went public in the
early 1990s, is controlled by state-
owned shipping industry giants
China Overseas Shipping, or Cosco,
and China Merchants Group. Cosco
has increased its stake in recent
months, so each now owns about
23%.

China itself is the world’s No. 2
exporter after Germany, but as far
back as 1996 CIMC was crowned the
biggest maker of containers. The
company, which has retained the ti-
tle, claims to make slightly more
than half of the world’s shipping con-
tainers.

In a recent McKinsey & Co. re-
port, CIMC Chairman Ma Boliang
said the company’s “core advan-
tages lie in manufacturing in China—

that is, in our ability to control man-
ufacturing costs.” Noting that CIMC
is unlikely to gain much more mar-
ket share, he said he is positioning it
to diversify by making a “variety” of
transportation equipment.

Currently, CIMC is suffering
from some of the same factors that
have tripped up the Chinese export-
ers that use its boxes. Profit has
been pinched by cost increases that
have outpaced its ability to boost
prices, according to analysts.

A concern: Chinese steelmakers
recently bowed to a demand from
key suppliers for an average 85% in-
crease for 2008 in their key input,
iron ore. (Ore prices for Chinese buy-
ers rose 9.5% in 2007, 19% in 2006
and 72% in 2005.)

Container prices, according to
J.P. Morgan, peaked in 2005 at
around $2,100 per twenty-foot
equivalent unit, or TEU, an industry
measure. Last year, the TEU price
was about $1,900.

J.P. Morgan forecasts that CIMC
earnings will fall 27% this year to
2.31 billion yuan, before rebounding
in 2009 to 2.88 billion yuan. “Key
risks are a dramatic slowdown in
the world container trade or a faster-
than-expected surge in steel costs,”
Ms. Li wrote. In an interview, she
says the company has a “solid
record with execution” and is diver-
sifying quickly into trailers and en-
ergy transport, including through
acquisitions in China and Europe.

But the backdrop is that global
trade is losing momentum, meaning
potentially less demand for cargo
vessels that transport containers,
and the industry has a history of
rough boom/bust cycles. For bulk
carriers, “demand growth cannot
match the expected surge in supply,”
Osbert Tang, a Shanghai-based ana-
lyst at ABN Amro, wrote in late June.

Mr. Tang says he sees significant
reasons for weakness in shipping
shares, including companies like
Hong Kong- and Shanghai-listed
China Cosco Holdings and Hong
Kong’s Pacific Basin Shipping, and
that he expects earnings declines
over two years. He says China Ship-
ping Development, which trades in
Hong Kong and Shanghai, was a
“buy” for a “strong franchise in the
domestic market, good cost control
and balanced business mix.” He
calls Hong Kong-listed Sinotrans
Shipping a “hold,” as negative news
was factored in but it lacked a cata-
lyst to go higher.

ASIAN-PACIFIC
STOCKS

By Lynn Cowan

U.S. stock issues of Chinese com-
panies continue to be more bronze
than gold.

On Monday, the initial public of-
fering of television-advertising

company China
Mass Media Inter-
national Advertis-
ing Corp. lost more
than 18% of its

value, in its debut on the New York
Stock Exchange.

The stock opened at $6.80 a
share on the NYSE, flat with its IPO
price, and declined from there. By
late afternoon it was trading at
$5.40 a share.

The company sold 7.2 million
American depositary shares at the
low end of its revised
$6.80-to-$7.80-per-share price
range, which was set by under-
writer Merrill Lynch & Co. The com-
pany last week cut its offering
amount in half, trimming the shares
it sold from 14.4 million while rais-

ing the price from its original
$5.20-to-$7.20 range.

Based in Beijing, China Mass Me-
dia is the second Chinese stock to de-
but on American shores in recent
weeks, and the third of the year.
Last week, professional education
company China Distance Educa-
tion Holdings Ltd. went public at a
price below its original expected
range and closed down 5%. It traded
Monday afternoon at $6.45, below
its IPO price of $7 a share. In Janu-
ary, professional testing company
ATA Inc. lost 8% on its first day of
trading but traded at $14.96 Mon-
day afternoon, up from its $9.50 IPO
price.

China Mass Media provides ad-
vertising services to China Central
Television. It pays for time slots on
CCTV, then places advertisers in
those slots; it also designs and pro-
duces the advertising content.

In the second quarter, China
Mass Media’s net revenue rose 45%
to $9.7 million and net income de-
clined 74% to $1.5 million.
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CIMC
On the Shenzen Stock Exchange
Monday’s close: 10.44 yuan, down 3.1%
52-week change: down 68%
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