
Austria’s OMV withdrew its
hostile $20 billion bid for Hun-
garian rival oil-and-gas com-
pany MOL after objections
from the European Commis-
sion. The EU was worried the
combined company would own
two big refineries in Austria
and Slovakia. Page 1

n Chrysler is in talks to have
Nissan produce midsize sedans
that Chrysler would sell in the
U.S. under its own name. Page 1

n Xstrata made an unsolicited
$10 billion offer for platinum
producer Lonmin, which re-
jected the offer. Page 3

n China revised foreign-ex-
change regulations. Domestic
companies may keep foreign-ex-
change income abroad, and for-
eign companies may issue secu-
rities in China. Page 22

n BP shut a pipeline that
pumps the equivalent of more
than 1% of world crude supply
after a fire in Turkey. Page 6

n U.S. stocks edged higher as
oil prices fell, but Freddie’s
loss fueled credit concerns. Eu-
ropean markets gained. Page 20

n Freddie Mac expects further
losses this year. The provider of
mortgage funds posted an $821
million quarterly loss. Page 19

n BNP Paribas net fell 34%, but
the bank said it has no need to
raise fresh capital. Page 3

n GLG Partners saw 27%
growth in assets but a 55% de-
cline in revenue amid a plunge
in performance fees. Page 19

n GM asked its ad agencies to
slash their fees as much as 20%
to help cut costs. Page 5

n The IMF cut its forecast for
U.K. economic growth this year
to 1.4%, down from last month’s
1.8% estimate. Page 9

n Kremikovtzi was declared
insolvent, opening a new chap-
ter in a duel to control the Bul-
garian steel firm. Page 3

n TNK-BP’s ratings were down-
graded by S&P, which cited a
shareholder dispute. Page 21

Chrysler talks
with Nissan
on midsize car

Orders for German goods fell
sharply in June, the seventh
straight monthly decline in a
sector that has been the main-
stay of European economic
growth. It makes for growing
concern of a recession in Ger-
many, which would likely mean
a euro-zone recession. Page 1

n Iraq’s Parliament adjourned
for a month without agreeing on
a provincial election law, despite
U.S. and U.N. pressure. Page 2

n A military jury convicted bin
Laden’s driver of supporting ter-
rorism, the first U.S. war-crimes
trial at Guantanamo. Page 2

n Olmert pledged to free more
than 150 Palestinian prisoners by
the end of August, as a “goodwill
gesture.” Concluding a previous
deal, Israel freed five teenagers.

n France was among six nations
agreeing to pursue new U.N. sanc-
tions against Iran. Page 9

n Army officers staged a coup
in Mauritania against the first
government to be freely elected
in the Saharan oil-producing
nation in more than 20 years.

n France rejected Rwandan ac-
cusations that senior French of-
ficials including Mitterrand were
involved in the 1994 genocide.

n Tens of thousands of South
African workers went on strike
in a protest against rising food
and electricity prices. Page 8

n The Red Cross accused Colom-
bia of breaking the Geneva Con-
ventions by using its emblem in
a disguised military operation to
rescue hostages from guerrillas.

n Pakistan denied India’s claim
that Pakistani soldiers fired ma-
chine guns at Indian troops in vi-
olation of the Kashmir cease-fire.

n Musharraf sent mixed signals
on whether he would attend the
Olympics’ Opening Ceremony, as
his opponents drew closer to an
impeachment. Page 8

n Hiroshima’s mayor urged the
next U.S. president to support a
proposed ban on nuclear weap-
ons, as Japan marked the 63rd
anniversary of the atomic blast.

n A scientist who killed himself
last week had sole custody of an-
thrax spores with genetic muta-
tions “identical” to the poison
that killed five and rattled the
U.S. after 9/11, documents show.

Germany’s recession risk
rises as orders fall again

OMV yanks bid for MOL
after objections from EU
Ruttenstorfer’s move
to consolidate sector
goes down to defeat

Editorial&Opinion

Deal revoked
Share performance of Austrian oil- 
and-gas company OMV since 
declaring its intention to acquire 
Hungarian peer MOL Nyrt.

Source: Thomson Reuters Datastream
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Taxing logic
Europe’s oil populism will make
matters worse for consumers.
Business Europe. Page 12
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What’s News—
Business & Finance World-Wide

Recession looming

Source: German government

Monthly change in new orders in
German industry ...

... With export orders from
euro partners falling most
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Children’s Railway carries
Hungary away from past
ON OTHER FRONTS | PAGE 32

By Neal E. Boudette

DETROIT—Chrysler LLC, facing
increasing pressure to conserve
cash and shore up its model line, is
in talks with Nissan Motor Co. about
cooperating on midsize cars, people
familiar with the matter said.

The two auto makers earlier this
year agreed to team up on pickup
trucks and subcompact cars. Since
then, they have been discussing a fur-
ther agreement under which Nissan
would produce midsize sedans that
Chrysler would sell in the U.S. under
its own name, these people said.

A deal, if consummated, would
signal Chrysler is moving closer to a
new business model, for at least the
passenger-car side of its opera-
tions. It would continue to engineer
its own trucks and minivans. But a
deal with Nissan for midsize sedans
would make Chrysler largely a mar-
keter and seller of passenger cars
made by other companies.

A Chrysler spokesman said the
company has “no new alliances” to
announce and declined to com-
ment on any discussions it might
be having.

In an interview last week,
Chrysler Vice Chairman Jim Press
said the company is working hard to
understand precisely what Ameri-
can consumers want in midsize se-
dans. The effort, known internally as
Project D, “is a totally customer- and
market-focused project,” he said.

People familiar with the specifics
of Project D said the team has been
in touch with Nissan and is evaluat-
ing whether it makes financial sense

Please turn to page 31

By Marcus Walker

BERLIN—The risk of a recession
in Germany is growing as manufac-
turing orders in Europe’s largest
economy drop sharply.

German industry’s new orders
fell 2.9% in June from May, accord-
ing to figures released Wednesday.
It was the seventh straight
monthly decline in a sector that
has been the mainstay of European
economic growth in recent years.

New export orders fell 5.1% as
German companies struggled to
find new business amid slowing
global demand and a strong cur-
rency that makes German goods
more expensive. The 5.1% drop, the
steepest since 1992, was far
sharper than economists had ex-
pected.

Exports have propped up Ger-
man economic growth for years
amid persistently weak spending

by German consumers. Fading eco-
nomic fortunes in the U.K., France,
Italy and other European coun-
tries, which together purchase
about two-thirds of German ex-
ports, are having a contagious ef-
fect on Germany.

German officials estimate that
the economy contracted between
0.75% and 1.5% in the second quar-
ter. Official figures are due Aug. 14.
That contraction is largely pay-
back for the first quarter, when the
economy expanded 1.5%, thanks to
strong construction activity amid
a mild winter and a big buildup of
inventories by companies.

More worrisome, economists
say, is the worsening outlook for
the second half. Many German com-
panies have large order backlogs,
meaning exports have held up so
far, but those backlogs will run out
in coming months unless new or-

Please turn to page 31
Money & Investing > Page 19

By Guy Chazan

Austrian oil and gas company
OMV AG withdrew its hostile $20
billion bid for Hungarian rival
MOL Nyrt after objections from
the European Commission, ending
one of Europe’s most rancorous
takeover battles.

The outcome is a big defeat for
OMV Chief Executive Wolfgang
Ruttenstorfer, who had argued
that Central European energy com-
panies needed to team up or risk
being gobbled up by cash-rich Rus-
sian giants like OAO Gazprom.

It is also a vindication for MOL,
which has long argued that the di-
vestments any merged company
would have to make to satisfy Eu-
ropean antitrust laws would un-
dermine the economic rationale

for a tie-up.
In an interview, Mr. Ruttenstor-

fer said he was disappointed the
European Union had demanded so
many concessions from OMV. “We
would have expected more sup-

port from the competition authori-
ties, given the EU’s policy that the
oil market has to consolidate,” he
said.

The merger, he said, would
have created a Central European gi-
ant capable of blocking the ad-
vance of bigger rivals like Russia’s
OAO Lukoil that are expanding ag-
gressively into Europe. “We have a
rather fragmented oil and gas in-
dustry in Central and Southeast-
ern Europe and increasing compet-
itive pressure from the east, not
only from Russia but also Kazakh-
stan and Azerbaijan,” he said.

In a statement, MOL said OMV’s
move recognized the Hungarian
company’s argument that the “irra-
tional” plan for a tie-up raised
“very serious competition issues,
was inherently value-destructive
and would be against economic
and strategic rationale.”

The OMV-MOL battle had de-
pressed OMV’s share price, and ana-
lysts welcomed the Austrian surren-
der. James Neale at Citigroup said

Please turn to page 31
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DJIA 11656.07 +40.30 +0.35
Nasdaq 2378.37 +28.54 +1.21
DJ Stoxx 600 287.66 +2.65 +0.93
FTSE 100 5486.1 +31.6 +0.58
DAX 6561.39 +42.69 +0.65
CAC 40 4448.33 +61.98 +1.41

Euro $1.5420 -0.0063 -0.41
Nymex crude $118.58 -0.59 -0.50
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Conductors at Sagvari-liget, now called
Szépjuhaszné, Station in 1949. At right,
a 1950s advertisement reads, ‘Best ski
resort next to the Pioneers' Railway.’

WSJ.com

Budapest

O
RSI MORZSIK punches
tickets of passengers
boarding the suburban
train at Szépjuhaszné sta-
tion here with poise rare

among 10-year-olds.
On the platform, other children

in blue uniforms monitor signal
lights and whistle for the train to de-
part. More kids staff ticket win-
dows, plan schedules and manage
track switches, following official
Hungarian national railway rules.

They all work on the Children’s
Railway, a full-size train line serv-
ing the outskirts of the city and op-
erated year-round almost exclu-
sively by youngsters age 10 to 14.

“It’s like a job, but fun,” says Ms.
Morzsik, who joined in February.

Fun wasn’t the goal in 1948,
when the line was created by Stalin-
ist apparatchiks to train future rail
workers and instill political obedi-
ence in youths. Today, however, the
line is a mix of apprenticeship and
day camp. Children learn leader-
ship and teamwork while playing.
Though unpaid, kids are graded on
their on-the-job skills. From age 14,
they can oversee younger children
and organize games and sports ac-
tivities. Lili Ábrahám, 14, says she
has learned a lot about customer
service and event organization dur-
ing her four years on the line.

The renewed popularity of the
railway, which shut down briefly af-
ter Communism collapsed in 1989,
is one of the more playful examples
of how Hungarians and other Cen-
tral Europeans are burying the
worst of Communist legacies.

Almost two decades after the
end of Soviet domination, many
East Europeans feel comfortable
embracing Communist-era institu-
tions that have adapted to today’s
world. Germans have coined the
word ostalgia, to refer to nostalgia
for life in the former communist
East Germany. In Poland, a cult fol-
lowing has developed around spar-
tan “milk bar” canteens, where
bland food is served anonymously
through a hatch, prison-style.

For many parents in Hungary,
the Children’s Railway is much
more than a ride down memory
lane. “It’s one of the very rare bits of
valuable heritage of the Communist
regime,” says Péter Gulyás, an air-
line executive who sends his
14-year-old son.

At a recent celebration of the
train’s 60th anniversary, a march-
ing band of oldtimers played the
railway’s anthem and children per-
formed a rock song they had writ-
ten for the event. Adults wore “Nos-
talgia Day” shirts from the Satur-
day each September when they are
allowed to run the line again.

Children’s trains were once com-
mon across the Soviet Bloc, and
Hungarians were proud to have the
longest, at 11 kilometers. The line
winds through leafy parks, past a
zoo and along ravines in the Hungar-
ian capital’s verdant Buda Hills.
Some stations are still adorned
with Socialist realist murals idealiz-
ing young Pioneers—still sporting
their signature red scarves and
state railway uniforms. As in 1948,
the only adult involved directly on
each train is the engineer, hidden
away driving the diesel locomotive.

Originally named the Pioneer
Railway, after the Communist youth
league that ran it, the operation was

as much a political showpiece as
training ground. School kids
needed top grades and permission
from their principal. Any missed
schoolwork had to be made up.

After four months of training at
Hungarian State Railway headquar-
ters, Pioneers would work one
12-hour shift every two weeks. Days
began around 8:00 a.m. with the sa-
lute: “Reporting for duty, Comrade
Station Master.”

Railway Pioneers had privileges
like bottles of Coca-Cola, which
other kids weren’t allowed to have
because the drink came from Amer-
ica, says Albert Lugosi, who worked
on the railway in the mid-1980s and
now manages its Web site.

The operation was a reward for
children who were “more equal
than others,” says Ivan Banki, 71,
who worked on the train from 1950
to 1952. After Stalin’s death in 1953
and Hungary’s 1956 uprising
against Soviet oppression, the Pio-
neer Railway lost most of its politi-
cal baggage. About 550 kids worked
on the line when its traffic peaked
at 795,000 passengers in 1961.

For years, the line offered a
place for kids to mingle in a society
that didn’t offer much entertain-
ment. Gizella Oravec, a 40-year-old

software manager, says her mother
sent her in the 1980s because she
was so shy. On the railway, Ms.
Oravec met her husband. Their old-
est son, now 17 and a seven-year vet-
eran of the train, met his girlfriend
there, too, a few years ago. His girl-
friend’s parents also met there.

But when the East Bloc col-
lapsed, the train quickly lost popu-
larity. It stopped completely for a
month in 1990 and repeatedly faced

the threat of permanent closure as
Hungary’s state railway slashed
funding. Traffic hit a low point of
around 190,000 passengers in 1994.
With barely 200 kids staffing the
line, each had to perform the work
of five.

Even though organizers
dropped “Pioneer” from the rail-
way’s name, many parents still con-
sidered it an undesirable vestige of
Communism. Kids preferred West-

ern distractions like MTV and video-
games. When Hungarian State Rail-
way veteran Lajos Nagy took over
the children’s train in 1996, stations
were crumbling, he recalls. Mr.
Nagy, 56, persuaded the govern-
ment to give him money for renova-
tions and he beefed up marketing.

He led efforts to recondition
coal-fired steam engines and began
running vintage trains on week-
ends. He created special sound-
proofed cars that can be rented for
birthday parties or business meet-
ings, complete with audio equip-
ment and catering. Another car is a
working science classroom that
schools use for field trips; students
can collect rocks and leaves at stops
along the line.

Mr. Nagy, who has spent 38
years on Hungarian railways, says
he lacked the grades to join the Pio-
neer Railway in the 1960s. Today, he
keeps its original high admissions
requirements and makes sure that
kids maintain some old-style disci-
pline.

His grandson, a participant,
“doesn’t behave himself at home,”
Mr. Nagy says. But on the railway,
“he greets me properly.”
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Dispatch / By Daniel Michaels

ON OTHER FRONTS

Kids in Budapest learn new way to run railroad

Online today
Daniel Michaels visits the train

line and provides a historical
look at how it developed, at

WSJ.com/Video.
Plus, see historical photos, at

WSJ.com/OnlineToday

A switchman, above, operating a manual switch at Szechenyi-hegy Station in the
1970s. Below, a young worker at the Children’s Railway in Budapest.

The Wall Street Journal Europe
is read every day by 27,000
students at 180 top business

schools and university
campuses across Europe.

Online subscription courtesy of

Books for Brains
Win a year-long subscription

to The New Palgrave
Dictionary of Economics online

For rules and responses contact:
gert.vanmol@dowjones.com

To win a subscription
email us your full contact
details with “Economics”
in the subject field.

Reply by noon CET, August 13,
’08 to the address below.

Winners will be
informed by email.

32 THURSDAY, AUGUST 7, 2008 T H E WA L L ST R E ET JOU R NA L .



Abouhossein, Kian .......... 3
Albaugh, Jim ................... 6
Anderson, Richard ........... 7
Barden, David ................. 6
Berrigan, Michael ........... 2
Brebnor, Keith ................. 8
Brenner, Andrew ........... 20
Brinkmann, Jay ............. 23
Burgess, Patrick ........... 25
Cannon, Frederick ......... 23
Carter, Alan ................... 25
Corrigan, Gerald ............ 21
Cresswell, John ............... 6
De Benedetti, Marco ..... 21
de Posch, Guillaume ....... 6
Dudley, Robert ............. 21
Fawer, Matthias ........... 28
Freeman, Roger ............ 19
Gottesman, Noam ........ 19
Greifeld, Robert ........... 23
Grisay, Alain .................. 25

Heffernan, Michael ...... 22
Hesse, Dan ..................... 6
Hoyt, Scott .................... 29
Jarvis, Juliet ................. 29
Johnson, Sara ............... 29
Kotok, David .................. 20
Kovarik, Jiri ..................... 7
Laliberte, Guy ................. 4
Loynes, Jonathan ......... 31
Lück, Martin .................. 31
Mansoor, Shamim .......... 3
McKinney, Phil ............. 31
Miller, Paul .................... 19
Mittal, Lakshmi .............. 3
Mittal, Pramod ............... 3
Morris, Michael ............... 6
Nardelli, Robert ............ 31
Nash, Roland ................. 21
Nathanson, Michael ....... 5
Neale, James .................. 1
Owen, James ................ 21

Park, Seong Ae ............... 7
Piecyk, Walter ................ 6
Piszel, Buddy ................ 19
Polovets, Stan .............. 21
Poole, Lawrence ............. 6
Pratt, Christopher .......... 7
Press, Jim ........................ 1
Prot, Baudouin ................ 3
Reid, Trevor ..................... 3
Remy, Raymond ............ 20
Riggle, John .................... 5
Ruffini, Remo ............... 21
Ruttenstorfer, Wolfgang . 1
Scheuerle, Andreas ...... 20
Shim, Richard ............... 31
Simons, Wayne ............... 5
Syron, Richard .............. 19
Upadhyaya, Paresh ........ 22
Weisberg, Ted ............... 20
Zandi, Mark ................... 23
Zetsche, Dieter ............... 7
Zhevago, Kostyantin ....... 3

A2A ............................... 7
Air France-KLM ............. 7
AirTran Holdings ........... 4
Alaska Airlines ............. 4
Alitalia .......................... 7
Allianz SE ................... 19
Ambac Financial ......... 20
American International

Group ....................... 20
AMR .............................. 4
AngloGold Ashanti ....... 8
Apple ............................ 31
Aquarius Platinum ..... 22
ArcelorMittal ................. 3

Audi ............................... 7
Aviva ......................... 7,25
Bank of America ........ 22
Bank of China .............. 22
Bank of Communications

.................................. 22
Barnes & Noble ............ 5
Bertelsmann ............... 23
BHP Billiton ................. 20
BJ’s Wholesale Club ...... 5
Blackstone Group ........ 19
BMW .............................. 7
BNP Paribas ......... 2,19,20
Boeing ........................... 6

Boliden ......................... 20
Boston Market ............. 5
BP .............................. 6,21
Canon Inc. .................... 22
Carlyle Group .............. 21
Cathay Pacific Airways 7
CBS ................................. 5
Centrica ....................... 21
Cerberus Capital

Management ........... 31
Chery Automobile ...... 31
Chevron .......................... 6
China Development

Bank .......................... 19
China Investment Corp.

................................. 22
China Merchants Bank .22
China Petroleum &

Chemical ................... 22
Chrysler ...................... 1,5
Cisco Systems ............ 20
Citigroup ...................... 22
Comcast Corp. ................ 6
Commerzbank ........ 19,20
Commonwealth Bank of

Australia .................. 22
ConocoPhillips ................ 6
Continental Airlines ...... 4
Creative Technology ...... 7
Credit Suisse Group .... 25
CSA Czech Airlines ...... 7
Daimler ......................... 7
Dell ............................... 31
Delta Air Lines .......... 4,7
Doughty Hanson .......... 25
Dresdner Bank ............. 19
DSW ............................... 5
Dubai World ................... 4
Electricité de France ... 21
Empresas Polar ............ 9
Ener3 ............................ 25
Eni ................................. 6
Erste Bank .................... 7
Eurasian Natural

Resources ................... 7
European Aeronautic

Defence & Space ........ 6

F&C Asset Management
.................................. 25

Fannie Mae ............. 19,20
First Reserve ............... 25
Ford Motor .................... 5
Forever 21 ..................... 5
Fortescue Metals Group

.................................. 22
Fort Myers Broadcasting

.................................... 5
Freddie Mac ............ 19,20
Freeport McMoRan

Copper & Gold ............ 3
Friends Provident ....... 25
Gamesa Solar .............. 25
Gazprom ......................... 1
General Motors ............. 5
GLG Partners ............... 19
Goldman Sachs Group.22
Google ........................... 7
Henkel ............................ 7
Hewlett-Packard .......... 31
Honda Motor ............... 31
Hynix Semiconductor ... 7
Industrial & Commercial

Bank of China .......... 22
Interpublic Group .......... 5
ISA ............................... 21
ITV ............................. 6,20
J.P. Morgan Chase ....... 23
Komercni Banka ............ 7
Kremikovtzi .................. 3
Liberty International ... 25
Lonmin ................ 3,20,22
Lukoil ............................. 1
LVMH Moët Hennessy

Louis Vuitton .............. 7
Marsh & McLennan .... 22
Microsoft ................. 6,31
Mittel Private Equity .. 21
MOL ................................ 1
Moncler ....................... 21
Munich Re ..................... 7
Nasdaq OMX Group .... 23
National City ............... 23
News Corp. ................... 5

Nikon ............................. 7
Nippon Telegraph &

Telephone .................. 7
Nissan Motor ................. 1
Northrop Grumman ...... 6
Northwest Airlines .... 4,7
NYSE Euronext ............ 23
OfficeMax ..................... 5
Old Mutual ................ 7,20
OMV ............................... 1
Osage Bio Energy ....... 25
PetroChina .................. 22
Prague Stock Exchange.7
Progressio Sgr ............. 21
ProSiebenSat.1 Media ... 6
Prudential ..................... 7
Publicis Groupe .......... 5,7
Q-Cells .......................... 28
Rio Tinto ..................... 20
SembCorp Industries ..... 7
Socar .............................. 6
Société Générale ........... 7
Sony ........................ 22,23
Sports Authority ........... 5
Sprint Nextel ................. 6
Standard Life ................ 7
StatoilHydro ................. 6
Suntech Power Holdings

.................................. 28
Time Warner Cable ....... 6
Time Warner ............ 6,20
TJX Cos. ........................ 5
TNK-BP ........................ 21
Total SA ........................ 6
Toyota Motor ............... 31
Tribune Co. ..................... 5
US Airways Group ........ 4
Vale Do Rio Doce .......... 3
Verbund ........................ 31
Viacom .......................... 5
Wachovia .................... 23
Washington Mutual .... 23
Wells Fargo & Co. ....... 23
Westpac Banking ........ 22
Wham-O ......................... 2
Xstrata ................ 3,20,22
Yahoo ............................. 6

This index lists the names of businesspeople and government regulators
who receive significant mention in today's Journal.

1 For more people in the news, visit
CareerJournal.com/WhosNews

This index of businesses mentioned in today’s issue of The Wall Street Journal Europe is intended to include all significant references to compa-
nies. First reference to these companies appear in boldface type in all articles except those on page one and the editorial pages.

CORRECTIONS &
AMPLIFICATIONS

Salim Hamdan was convicted of aiding
terrorism, but acquitted of conspiracy.

Split on Guantanamo Bay
Bin Laden’s driver
gets guilty verdict
on one of two charges

By Gina Chon

BAGHDAD—Iraq’s Parliament
failed to agree on a provincial elec-
tions law Wednesday, a sign that the
recently improved relations among
the different political factions could
come undone.

After several days of intense ne-
gotiations and pressure from the
U.S., the United Nations and Britain,
lawmakers still disagree over how to
handle polling for the oil-rich area of
Kirkuk, which is claimed by Kurds,
Arabs and Turkomen.

Arabs and Turkomen members of
Parliament favored dividing the pro-
vincial council seats equally, while
the Kurds opposed that idea, and an
agreement couldn’t be reached on
subsequent compromise
proposals.

The Iraqi Parliament will
begin a scheduled month-
long break Thursday, mak-
ing it unlikely that it will re-
solve the issue before it
meets again in September.

The Parliament could
call an emergency session if
lawmakers were to reach an
agreement while the Parlia-
ment is in recess.

The provincial elections
will likely be delayed until next year
because of the current disagree-
ments.

The provincial elections were
scheduled to be held in October, and
thereisstillhopethatavotecouldtake
place before year’s end if lawmakers
are ableto hammer outan agreement.

Relations among political fac-
tions had recently warmed after
Iraqi Prime Minister Nouri al-Maliki
ordered a military crackdown on
rogue Shiite militias in Basra in late
March. Kurdish and Sunni leaders
praised Mr. Maliki, a Shiite, for go-
ing after people in his own sect.

The election-law deadlock has
heightened tensions among political
parties divided along ethnic and sec-
tarian lines in Iraq—Shiites, Sunnis
and Kurds.

In the northern city of Kirkuk,
more than 1,000 Arabs and Turko-
men residents held protests last Sat-
urday opposing a request by Kurd-
ish members of the provincial coun-
cil to join Iraqi Kurdistan.

Those protests followed a female
suicide bombing in Kirkuk on July 28
that killed 25 people, which oc-
curred during a rally by thousands of

Kurds who oppose the provincial
elections law.

Abbas Sadi, an Arab resident of
Kirkuk, said it is the duty of the cen-
tral government to protect the Ar-
abs and Turkomen from a power
grab by the Kurds. “If they force vio-
lence on us, we will defend our-
selves,” Mr. Sadi said.

Hoshmand Jibari, a Kurd who
was injured by the suicide bombing
in Kirkuk, said the Kurds won’t give
up their rights to Kirkuk, even if “we
have to sacrifice our lives.”

With it vast oil resources and
multiethnic makeup, the struggle
for control over Kirkuk has been
seen as a potential powder keg since
the U.S. invasion in 2003.

Kurds, who were kicked out of
Kirkuk under Saddam Hus-
sein’s Arabization policy
but have since returned,
dominate the Kirkuk pro-
vincial council.

AvoteonwhetherKirkuk
residents want to become a
part of Iraq’s semiautono-
mous Kurdish region in the
north has been delayed on
numerous occasions, with
the U.N. working to come up
with an agreeable solution.

Kirkuk has stirred deep
emotions and, according to lawmak-
ers, the meetings were tense.

One version of the proposed law,
which would have divided provincial
council seats in Kirkuk equally
among the Arabs, Kurds and Turko-
men, passed in Parliament late last
month after a walkout by Kurdish
lawmakers, but Iraqi President Jalal
Talabani vetoed the bill.

Since then, some Kurdish leaders
have accused the Iraqi Islamic Party,
one of the main Sunni parties, of be-
ing an agent of Turkey, according to
people familiar with the negotia-
tions. The Kurds have been accused
by Sunnis and Turkomen of being
selfish and dictatorial.

Iraq’s Parliament fails
to agree on election law
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By Jess Bravin

GUANTANAMOBAY,Cuba—Amil-
itary commission convicted Osama
binLaden’s formerdriverof support-
ing terrorism, the first verdict deliv-
ered here since U.S. President
George W. Bush announced plans in
November 2001 to try accused for-
eign terrorists in a separate system
of offshore military courts.

The jury of six military officers
also acquitted Salim Hamdan of the
other charge prosecutors lodged,
conspiracy to commit al Qaeda ter-
rorist attacks, rejecting government
efforts to paint the former driver as
a significant member of Mr. bin Lad-
en’s inner circle. “He was acquitted
of the most serious charge, conspir-
acy, and he’ll never face that charge
again,” said Michael Berrigan, the
deputy chief defense counsel.

Prosecutors weren’t available to
comment, but the Pentagon spokes-
man here, Cmdr. J.D. Gordon, said,
“Mr. Hamdan received a full and fair
trial.”

Both charges carry a potential life
term. The jury will determine punish-
ment after a sentencing hearing.

The government plans to try 80
Guantanamo prisoners by military
commission, including Khalid Sheikh
Mohammed and four others accused
of organizing the Sept. 11, 2001, at-
tacks. The system has been fraught
with internal problems and legal set-
backs in the seven years since Mr.
Bush first proposed it. Democratic
presidential candidate Barack Obama
voted against the 2006 measure au-

thorizingthetrials;hisRepublicanop-
ponent, John McCain, supported it
but has said he would like to close the
Guantanamo base.

Mr. Hamdan, 37 years old, bowed
his head and appeared to weep
softly after the verdict was read in
the windowless courtroom built in-
side an old aircraft control building.
A slight man wearing a charcoal
blazer and the traditional head-
dress of his native Yemen, Mr. Ham-
dan has been at the center of a legal
storm over due process and presi-
dential powers that repeatedly has
vexed the highest levels of all three
branches of government. In 2006,
the Supreme Court struck down Mr.
Bush’s initial effort to try Mr. Ham-
dan before a military commission
that Congress hadn’t approved, and
which denied defendants significant
rights, such as attending their own
trials and appealing to an indepen-
dent court. Congress responded by
authorizing a modified version of

the commissions, providing defen-
dants several rights Mr. Bush ini-
tially sought to deny, including the
possibility of Supreme Court review.

Critics have complained the new
system still fell short of fairness.
Mr. Hamdan’s attorneys say one ex-
ample is the charge on which their
client was convicted—providing ma-
terial support for terrorism—which
has been a civilian crime for years
but they say hasn’t been considered
a war crime.

Even if Congress can declare it a
warcrime,defenseattorneyssaythey
willargueonappealthatMr.Hamdan,
who was captured in November 2001,
can’t be tried for acts he committed
before the law was passed.

Charles Stimson, a former dep-
uty assistant secretary of defensefor
detainee affairs, said the verdict was
fair. “This judge provided this defen-
dant a fair trial, despite the few trou-
blesome rules in the Military Com-
missions Act—such as the rule that
allows the government to attempt to
introduce statements adduced by co-
ercion,” said Mr. Stimson, now a fel-
low at the Heritage Foundation.

Mr. Hamdan was captured Nov.
24, 2001, at a checkpoint on the
road to Kandahar by Afghan militia-
men under the command of U.S. spe-
cial forces, in a car the government
said contained two surface to air
missiles, although not their firing
mechanisms.

Because only U.S.-led coalition
forces had planes then in the Afghan
skies, the government argued the
missiles were evidence of conspir-
acy to shoot down military aircraft.
Mr. Hamdan has denied knowing the
missiles were in the car, which he
said he had borrowed, but defense
lawyers said that in any event, in a
warzoneit isno crimeto shoot atmil-
itary targets fielded by one’s enemy.

Nouri al-Maliki
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Nintendo Co.’s new game title
Wii Sports Resort will offer games
based on activities such as throwing
a flying disc. A Boss Talk article on
Tuesday incorrectly implied that the
game had a connection to Wham-O
Inc.’s trademark Frisbee brand.
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Chrysler, Nissan explore car deal

OMV yanks hostile MOL bid

to partner with the company.
Outsourcing engineering and de-

velopment would enable Chrysler to
avoid spending billions of dollars to
develop a full line of vehicles in-
house. That could help bring the
company back to profitability
quickly, even though its vehicle
sales are declining.

Getting Chrysler to generate pos-
itive cash flow is a key priority for
Cerberus Capital Management LP,
which acquired an 80.1% stake in the
auto maker a year ago.

Cerberus’s foray into the auto in-
dustry has been hampered by a deep
downturn in U.S. vehicle sales and a
sudden shift in consumer prefer-
ences to small cars and away from
trucks and sport-utility vehicles.

Both trends have hurt Chrysler,
whose line of about 30 models in-
cludes just one compact car. Its sales
have fallen about 25% this year, a
huge drop in the auto industry.

Chrysler has already lined up
deals with other auto makers that
have allowed the company to re-
duce development expenses.

Nissan, as part of the agreement
reached earlier this year, will pro-
duce a subcompact that Chrysler
will begin selling in the U.S. in a few
years. Chrysler is also supposed to
sell small cars made by China’s
Chery Automobile.

Chrysler has also formed a group
called ENVI, which is responsible
for finding partners who can help
the company bring out hybrids and
fuel-efficient vehicles.

Chrysler is trying to decide how
to add a new midsize sedan to its
lineup, people familiar with the mat-
ter said.

Nissan is working on a redesign
of its well-received Altima sedan,

and the talks have centered on hav-
ing Nissan produce a version of the
car for Chrysler, these people said.

It’s still possible Chrysler could
decide to develop a new sedan on its
own or work with a partner other
than Nissan, these people said.

A person familiar with
Chrysler’s strategy said the com-
pany is focusing its engineering re-
sources on parts of the market
where it is a strong player, mainly
trucks, SUVs and minivans. “We’re
still in engineering,” the person
said.

Working with partners for other
models saves money and allows the
company to add models that would
be costly to produce by itself, this
person said.

Chrysler currently offers two se-
dans—the Chrysler Sebring and
Dodge Avenger—whose sales have
fallen far short of expectations.

Chief Executive Robert Nardelli
and Mr. Press, the vice chairman, are
convinced Chrysler must become
competitive in the sedan segment
because midsize cars represent a
huge chunk of the U.S. market.

They are also strategic vehicles.
Toyota Motor Corp. and Honda Mo-
tor Co. have the top-selling sedans
in the Toyota Camry and Honda Ac-
cord. Broad awareness of those mod-
els brings hordes of car buyers into
their dealerships.

Continued from first page

H-P targets touchscreens
Success of the iPhone
leads computer firms
to offer new interface
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Fading growth
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Trailing the pack
Chrysler's Dodge Avenger and 
Chrysler Sebring trail far behind 
other midsized sedans

Toyota Camry

Honda Accord

Nissan Altima

Chevrolet Malibu

Pontiac G6

Hyundai Sonata

Ford Fusion

VW Jetta

Saturn Aura

Subaru Legacy

Dodge Avenger

Chrysler Sebring

Model U.S. unit sales in July
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41,382

24,429

16,637

13,261

11,409

10,607

8,906

7,202

5,494

4,318

2,137

ders recover.
“While we are not surprised to

see the German economy slowing,
we did not expect growth to col-
lapse as fast and as seriously as indi-
cators, especially today’s numbers,
have signaled recently,” Martin
Lück, an economist at UBS AG in
Frankfurt, said in a research note.

A German recession would proba-
bly mean a recession in the 15-na-
tion euro zone, where Spain and It-
aly are also on the brink of reces-
sion. In France, business and con-
sumer confidence have plunged
lately.

The euro zone probably will be
the first major world economy to
fall into recession, said Jonathan

Loynes of Capital Economics in
London. While the strong euro is
hurting exports, consumers are
reeling from increases in food and
energy prices that pushed infla-
tion to 4.1% last month.

In most of the euro zone, consum-
ers don’t have the same excessive
debt as do many households in the
U.S. and U.K., “but the pickup in in-
flation has hurt real incomes and
consumer sentiment to a greater ex-
tent,” Mr. Loynes said.

The European Central Bank is ex-
pected to keep its key interest rate
at 4.25% Thursday, following a quar-
ter-point increase in June to com-
bat rising inflation. Inflation is run-
ning at double the ECB’s target of
just below 2%.

Continued from first page

By Ben Charny

Hewlett-Packard Co. is hot on
the prospects of touchscreen tech-
nology.

H-P says it is working on an ar-
ray of products, including note-
books, that use the same type of fin-
ger-tapping interface popularized
by Apple Inc.’s iPhone. H-P is so
keen on the idea that it says it is try-
ing to get touch-enabled notebook
computers on the market within 18
months.

“We’re focused on recognizing
the potential of touch now,” said
Phil McKinney, chief technology of-
ficer for the company’s laptop-mak-
ing Personal Systems Group. “We
see touch as the almost preferred
method for nontechnical users.”

H-P’s plans show how the
iPhone has whetted the world’s ap-
petite for touchscreens, which
have become increasingly avail-
able on handheld devices and are
now making their way into the per-
sonal-computer sector. Several
competitors already have touch-
screen desktops, but few have lap-
tops with touchscreens. Touch-
screens are in vogue, though, be-
cause they are seen as a more intui-
tive way to interact with a com-
puter for those not accustomed to
using a keyboard.

H-P’s efforts stand out because
the Palo Alto, Calif., company likely
will make the boldest push yet to
test the U.S. mass-market appeal of
notebooks with the feature. Right
now, touchscreens largely are rele-
gated to smartphones, as well as
“tablet” computers that have
caught on in the medical and pack-
age-delivery industries but aren’t

widely used by consumers.
A hit with touchscreens might

help the Palo Alto, Calif., company’s
sagging stock price. At Tuesday’s
closing price of $45, H-P’s shares
were down about cq tuesday nyse
close. dec. 31 close was 50.4811%
this year, as the company fights stiff
competition from Dell Inc. and
weakness in overseas markets. In
late Wednesday trading, the stock
was up slightly.

Market research suggests H-P is
making a smart bet. The number of
touchscreen devices, including PCs,
should more than double to 800 mil-
lion by 2013, according to industry
tracker iSuppli. Spending on touch-
screen components likely will reach
$6.4 billion, up 33% from $4.8 bil-
lion, over the same period, iSuppli
said.

Much of that demand likely will
come from notebook-computer
makers.

“Touch represents the interface
of the future,” said Richard Shim,
an analyst with IDC.

The iPhone helped to solidify
the trend. Since June 2007, the gad-
get has proved the mass appeal of
computing devices that are manipu-
lated by touch-sensitive icons and
other screen prompts. More than
6.1 million iPhones have been sold
since their debut.

Microsoft Corp. has fueled the
move, too. The Redmond, Wash.,
software maker said in June that it
is adding touchscreen capabilities
to its next operating system, which
is due around 2010. The inclusion
of touch functions likely will
prompt even further adoption of
the technology, analysts said.

“Microsoft is the reason we’re
talking about this,” said Stephen
Baker, an analyst at NPD Group,
which tracks the industry. “We’re
starting to get to the point where
the cost and size of the screen is
reasonable, and people are think-
ing of new ways of computing.”

H-P has been incorporating
touch computing into its products
for decades. The first, the experi-
mental HP-150 PC desktop, arrived
in 1983 but proved unsuccessful be-
cause the industry saw the advent
of touchscreen computing as too
early for widespread consumer
adoption. The touchscreen fea-
tures have found more acceptance
as part of H-P’s iPAQ handheld de-
vice, as well as tablet computers,
printers and some monitors.

Two weeks ago, H-P began sell-
ing a line of $1,300 TouchSmart
desktop computers that feature
touchscreens. It also hinted it will
incorporate touchscreens in many
more of its desktop products,
though a company spokesman de-
clined to comment specifically on
its future plans. H-P also won’t re-
veal additional details about the up-
coming line of touchscreen lap-
tops.

No. 2 computer maker Dell Inc.
already has an array of touch-
screen products, including flat-
panel monitors for $618. And it,
too, has been revving up new touch-
screen products. Last month, the
Round Rock, Texas, company said
it would start offering free soft-
ware updates to add multitouch ca-
pabilities to its Latitude XT tablet.
It also has begun offering touch-
screen options on a number of
other computers.

That has led to talk about touch-
screen notebooks from Dell in the
future. A Dell representative had
no immediate comment.

“They are bringing in more soft-
ware assets than in the past,” said
NPD’s Baker about Dell.

At this point, Apple doesn’t ap-
pear to be joining the fray, even
though it helped spark the trend.
But Apple’s Macintosh computers
already have the same multitouch
capability built into a track pad on
the computer’s console. Apple de-
clined to comment.

the move removed uncertainty and
an “overhang in the shares based on
fears of a potentially lengthy battle
for control of the Hungarian com-
pany.” OMV shares closed up 1.3%,
or 54 European cents, at Œ42.86
($66.27) on the Vienna stock ex-
change. MOL’s shares closed down
6.3% in Budapest at 18,175 forints
($119.64).

Separately, OMV reported a
66% increase in second-quarter
net income to Œ684 million ($1.06
billion), driven by higher oil
prices. Earnings before interest
and tax rose to Œ1.08 billion, beat-
ing analysts’ forecasts.

OMV revealed in June 2007
that it had raised its stake in MOL
to 20% and proposed a merger; it
followed that with a conditional of-
fer of 32,000 forints per MOL
share that valued the whole com-
pany at around $20 billion. MOL
put up a stalwart defense, aided by
the fact that 40% of its equity was
held as treasury shares or by
friendly institutions. Hungary’s
government even pushed through
a law that bolstered takeover de-
fenses for companies in “strate-
gic” industries such as energy.

The merger would have brought
together the only two integrated
oil and gas companies active in Cen-
tral Europe. That rang alarm bells
at the commission, which worried
about concentration in the retail
gasoline market and in refining. An
investigation it launched in March
found that gas-station owners and
wholesalers, consumer groups and
truckers all had “serious concerns”
that the merger would drive up
fuel prices, it said.

The EU was particularly wor-
ried that the combined company
would end up owning two big refin-
eries, one in Austria and the other
across the border in Slovakia, and
indicated that one might have to

be sold to win approval for the
deal. As a remedy, OMV proposed
combining them and selling a
stake to a third party. Brussels
said that was unacceptable,
though it stressed in a statement
Wednesday that it had “reached
no final conclusion on the case.” It
was then that OMV decided to with-
draw its bid.

Mr. Ruttenstorfer said OMV
will keep its 20.2% stake in MOL,
calling it an “entrance ticket” to
further consolidation of the re-
gion’s energy sector. MOL said it
was closely monitoring “potential
opportunities” with regard to
OMV’s stake, without elaborating.

OMV said that with the MOL bid
now struck down, it will concen-
trate on organic growth. It plans

to raise production to 400,000 bar-
rels a day by 2010 from 320,000
barrels of oil a day currently. It
will also continue restructuring
its refineries, and move forward
with big infrastructure projects
like the Nabucco pipeline that
aims to bring natural gas from the
Caspian and Middle East to Eu-
rope.

Mr. Ruttenstorfer, who also pre-
sided over OMV’s failed attempt to
tie up with Austrian utility Ver-
bund AG in 2006, brushed aside
suggestions that the failure of
OMV’s bid for MOL would under-
mine his position as CEO. “We
talked to our board members to-
day and all fully support manage-
ment,” he said.

Continued from first page

German recession risk grows

The EU worried
about the impact on
the retail gasoline
market and refining.
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BNP posts lower net, insists
it faces no new-capital needs

CEO Baudouin Prot said BNP Paribas
isn’t under pressure to raise capital.

Steel firm Kremikovtzi
is judged to be insolvent

Xstrata offers to buy rival
Lonmin is the target
of $10 billion bid;
access to more metals
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By Robert Guy Matthews

In a sign that the momentum be-
hind consolidation in the mining in-
dustry continues to build despite
concerns that commodity prices
have hit their peak, Switzerland-
based miner Xstrata PLC made an
unsolicited $10 billion cash offer for
the world’s third-largest platinum
producer, Lonmin PLC.

Lonmin immediately rebuffed
the offer as too low, but Xstrata isn’t
expected to back off. Indeed,
Xstrata purchased an additional
2.65% of Lonmin’s shares, bringing
its total of newly acquired shares to
10.68%.

The proposed offer of £33
($64.57) a share represents a cash
premium of 42% to Lonmin’s share
price of £23.19 at Tuesday’s close.
Lonmin stock surged 48% to £34.26
Wednesday in London, while
Xstrata shares fell 1% to £31.67 each.

Xstrata, which was the target of
an unsolicited buyout offer from Bra-
zil’s Cia. Vale Do Rio Doce, needs to
diversify its portfolio of commodity
metals, which is weighted in copper,
coal and nickel. The Vale offer fell
through because the two sides
couldn’t agree on terms.

If the Lonmin deal goes through,
Xstrata would become the world’s

third-largest platinum producer.
The price of platinum, which is
mainly used to make pollution-con-
trolling catalytic converters for au-
tomobiles, has dropped in recent
months to about $1,600 an ounce
from $2,200 an ounce, mainly be-
cause of weak demand in the U.S.
and Europe for new autos. Yet, de-
mand for autos elsewhere in the
world is expected to grow.

Shamim Mansoor, metals ana-
lyst for HSBC, said she expects fur-
ther consolidation in the platinum
market to take advantage of ex-
pected long-term growth in de-
mand. “I think this deal will go
through, but Xstrata will likely have
to pay more,” she said.

Trevor Reid, Xstrata’s chief finan-
cial officer, said the company needs

to arrange financing for its all-cash
bid, which will take weeks. He said
he doesn’t think the company is of-
fering too much. “We have been
looking for entry points in develop-
ing projects. We now felt that we
were ready to take on something big-
ger,” he said. The company also
thinks there is upside potential in
other commodities and is consider-
ing acquisitions as well.

Still, commodity prices are off
from their historic highs this year,
but demand for minerals and metals
such as iron ore, copper, alumina
and platinum remains strong, espe-
cially in developing countries such
as China, Brazil, Russia and India.
Demand in the U.S. and Western Eu-
rope has leveled off, causing some
softening in the prices of commodi-
ties world-wide.

Other mining companies appar-
ently believe that long-term pros-
pects are strong enough to warrant
further consolidation.

Vale, the world’s second largest
miner, has recently built a cash re-
serve of at least $14 billion that
could be used to buy more miners. It
wants to diversify from its iron-ore-
centric portfolio into other commod-
ities such as copper and coal. With
Xstrata now off its radar, it isn’t
clear what company Vale will tar-
get, but it is expected to focus on sec-
ond-tier copper or coal companies.
Some likely targets include Free-
port McMoRan Copper & Gold Inc.,
the world’s largest publicly traded
copper producer.

DAILY SHARE PRICE

Lonmin
On the London Stock Exchange
Wednesday’s close: £34.26, up 48%
Year-to-date change: up 11%

Source: Thomson Reuters Datastream
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By Nicolas Parasie

And Maria Abi-Habib

PARIS—BNP Paribas SA’s second-
quarter net profit declined 34%, but
the bank sought to reassure investors
that, unlike many rivals hit hard by
the credit crisis, it is under no pres-
sure to raise new capital.

France’s largest bank by market
value said net profit fell to Œ1.51 bil-
lion ($2.33 billion) from Œ2.28 billion
a year earlier. The figure beat analyst
expectations of Œ1.44 billion. Revenue
fell 8.5% to Œ7.52 billion from Œ8.21 bil-
lion. The profit decline was a result of
a Œ542 million write-off that BNP
Paribas took at its corporate and in-
vestment bank to help cover counter-
party risk to credit insurers.

BNP Paribas tried to quell market
fears it may have to resort to a capital
increase to strengthen its financial po-
sition, something domestic competi-
tors such as Société Générale SA,
Crédit Agricole SA and Natixis SA
have been forced to do as they suf-
fered hefty losses stemming from the
subprime home-loans crisis.

“BNP Paribas is not under any
pressure to raise capital, and its earn-
ings power enables it to finance its or-
ganic growth whilst maintaining a
solid dividend policy,” BNP Paribas
Chief Executive Baudouin Prot said.

As of June 30, BNP Paribas’s Tier 1
capital ratio—a measure to evaluate
the financial strength of a bank—
stood at 7.6%, a notch under the level
of 8.0% regarded as the benchmark
for European banks.

Some analysts said they remained
preoccupied by BNP Paribas’s thin-
ning capital cushion. There is “no
room for error on Tier 1 capital,” J.P.

Morgan Chase analyst Kian Abou-
hossein said in a research note. J.P.
Morgan Chase has a neutral rating on
BNP Paribas.

Mr. Prot didn’t rule out the possi-
bility the French bank might raise cap-
ital to help finance an acquisition.

France’s largest bank by market
value found itself in the eye of the
credit storm a year ago when it tempo-
rarily halted withdrawals from three
of its asset-backed-securities funds.
But since then, BNP Paribas has con-
sistently outperformed French rivals,
benefiting from a more risk-averse in-
vestment banking culture.

Yet, while many banks are licking
their wounds, BNP Paribas is pursu-
ing aggressive expansion.

By Marcus Walker

A Bulgarian court declared the
country’s biggest steel company by
output, Kremikovtzi AD, insolvent
Wednesday, opening a new chapter
in a battle for control of the plant,
which has become a symbol of Bul-
garia’s Wild East capitalism.

Ukrainian billionaire Kostyantin
Zhevago and Luxembourg-based
steel titan ArcelorMittal SA are
competing to take over the plant’s
operations after insolvency proceed-
ings are completed. The plant is ma-
jority-owned by Indian steel entre-
preneur Pramod Mittal, younger
brother of Lakshmi Mittal, who con-
trols ArcelorMittal.

A company owned by Mr.
Zhevago was among the creditors
that applied to the court for insol-
vency proceedings to be opened.
The court said on its Web site that it
has put the plant in the hands of a
temporary administrator.

Kremikovtzi’s problems date
back to the 1990s, when organized-
crime groups squeezed Kremikovtzi
and many other Bulgarian compa-
nies, forcing them to do business on
ruinous terms. The steel plant’s ex-
ploitation by ex-wrestler turned bil-
lionaire Ilya Pavlov, who was assassi-
nated in 2003, provides the starting
point of a book about organized
crime published this year, “McMa-
fia” by Balkans expert Misha
Glenny.

The company was privatized in
1999 for $1 plus promises of invest-
ment, which the Bulgarian govern-
ment says were broken. The plant’s
aging Soviet-era furnaces now need
major overhauls to meet European
Union pollution laws.

Despite today’s sky-high steel
prices, Kremikovtzi has struggled
this year to pay workers, suppliers
and creditors, thanks to years of as-
set stripping and insufficient invest-
ment at the company.

International bondholders have
expressed concern at the insolvency
proceedings’ lack of transparency.
Concerns about official corruption
and the weak rule of law in Bulgaria
led the European Union to take the
rare step last month of suspending
around Œ500 million, or $773 mil-
lion, of aid to the country, which
joined the EU in January 2007.

In a move that could make it
harder for bondholders to get their
money back in full, the court ruled
that Kremikovtzi has been insolvent
since December 2005—before the
company issued a Œ325 million inter-
national bond in 2006. That means
the court could decide that bond-
holders fall further down the queue
of creditors than they had expected.

Although ArcelorMittal has
greater financial clout and experi-
ence of turning around troubled
steel plants, unions at the Bulgarian
plant fear job losses if Lakshmi Mit-
tal, 58 years old, takes over, and pre-
fer 34-year-old Mr. Zhevago.
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CAREER SERVICES

BUSINESS OPPORTUNITIES BUSINESS OPPORTUNITIES

BUSINESSES FOR SALE

CAPITALWANTED

MACHINERY & EQUIPMENT

MARKETING SERVICES

TRAVEL

New. Crystal Laurite Silver Metallic. Silver Arrow 300 SL Red Leather
with Anthracite/Black Convertible Soft Top. Black Carbon Trim,
Red Brake Calipers, 5.5L AMG, VI, 617 hp. $513,100 MSRP.
Authorized Mercedes-Benz Dealer. Atlanta, GA USA.

Marc Brumberg 770-279-3600 mbrumberg@atlantaclassiccars.com

2008Mercedes-Benz SLRMcLaren Roadster

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

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

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

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

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

ATTENTION
Investors

Potential 28% IRR
Annually
Secured

1-866-750-3462
info@30percentplus.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.

MAKE GREAT
CONNECTIONS
IN EUROPE.
THE WALL STREET
JOURNAL EUROPE.

To advertise
Emma Balogun
TheWall Street Journal Europe

+44 207 842 9608
emma.balogun@dowjones.com
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T
HE government-con-
trolled developer of
palm-shaped islands off

Dubai’s coast and a related in-
vestment arm are buying a
20% stake in international cir-
cus-touring company Cirque
du Soleil.

Property developer Na-
kheel PJSC and investment
company Istithmar World Cap-
ital PJSC aren’t disclosing the
financial terms of the deal.

However, the agreement keeps control of Montreal-
based Cirque in the hands of founder Guy Laliberte.

Nakheel and Istithmar are part of Dubai World, a
diversified holding company owned by the govern-
ment of Dubai.
 —Associated Press

G
REECE-based
Coca-Cola Hel-
lenic Bottling

Co. said it bought Ital-
ian Coca-Cola bottler
Socib SpA for Œ270
million ($417.5 mil-
lion), further boosting
its presence in Italy.

“The acquisition of
Socib will expand Coca-Cola Hellenic’s footprint in It-
aly through the addition of five regions in Southern
Italy comprising a population of nearly 14 million,”
the company said, adding that it would increase the
volume of its Italian operations by about 25%.

For the past several years, Coca-Cola Hellenic, one
of the largest Coca-Cola bottlers in the world, with op-
erations in 28 countries, has pursued acquisitions to
add to its product portfolio. —Alkman Granitsas

Dubai developer to buy
20% of Cirque du Soleil

Coca-Cola’s Greek bottler
buys Italian counterpart

Faced with high oil prices, American Airlines added a $5 online booking fee and will
increase the number of miles required to buy certain frequent-flier award tickets.

U.S. airlines pinch frequent-flier programs
New booking fees join
surcharges, cutbacks
now hitting travelers

Personal Technology

P
FIZER Inc. plans
to close its
Inchera plant in

Ireland’s County Cork,
causing the loss of
180 jobs.

The U.S. pharma-
ceutical giant had
been trying to sell the
plant for the past 18

months, but a prospective sale fell through last
month and management now say the plant will
close by the end of next year.

Trade unions expressed disappointment at the
news and concern over Pfizer’s attempts to find a
buyer for its Ringaskiddy plant, also in County
Cork, which opened in 1972 and employs around
300 people.
 —Quentin Fottrell

7
ENTERTAINMENT

7
SOFT DRINKS

By Sarah Nassauer

And Stephanie Chen

AMERICANS CASHING IN their
frequent-flier miles should
get ready to spend some cash.

New booking fees on tickets
bought with miles are among a bar-
rage of surcharges and cutbacks hit-
ting frequent-flier programs in the
next few weeks. Pinched by high oil
prices, U.S. airlines also are increas-
ing the number of miles required for
flights and cutting back on program
benefits.

Wednesday, US Airways Group
Inc. stopped giving bonus miles to
elite frequent fliers. It will also start
charging between $25 and $50, de-
pending on the destination, for
booking award tickets.

On Aug. 15, Delta Air Lines Inc.
will add a fuel surcharge to award
tickets—$25 for U.S. and Canada
and $50 for other destinations—
and on Sept. 15, Northwest Airlines
Corp. will add a fuel surcharge of
$25 to $100 to WorldPerks tickets is-
sued in North America.

Several airlines have recently in-
troduced or increased fees for book-
ing or changing award tickets on the
phone, booking a leg on a partner
airline or redepositing unused miles

from a canceled ticket. AMR Corp.’s
American Airlines has added a $5 on-
line booking fee and will increase
the number of miles needed to buy
certain award tickets as of Oct. 1.

On Friday, Continental Airlines
Inc. said the company will no longer
allow frequent-flier members to
buy the last seat available on cer-
tain flights “where demand is high”
after Sept. 3, though the restriction
won’t apply to elite fliers. On Aug.
17, the airline will increase fees for
booking award tickets close to the
date of travel.

The moves have some fliers ques-
tioning the value of miles programs,
says Joe Brancatelli, editor of travel
Web site JoeSentMe.com. “Inflating
the currency and then having less
product to buy and charging you
fees to do it—it’s hyper-inflation,”
he says. “It’s Zimbabwe.”

US Airways’ decision to end bo-
nus-miles privileges for elite mem-
bers was the “final straw” for
Michael Dukart, who had amassed
over a million miles with the carrier
earlier this year. When the airline an-
nounced it would stop awarding bo-
nus miles to elite members of its Div-
idend Miles program, Mr. Dukart,
who lives in Wilmington, Del., de-
cided to start flying United Airlines
instead, even though the airport
closest to him is a US Airways hub.

A broad consumer protest has
emerged on Savedividendmiles.
com, a Web site put up two weeks
ago by Randy Petersen, the frequent-
flier specialist who runs the popular
travel forum Flyertalk.com. A peti-
tion on the Web site asking US Air-
ways to bring back bonus miles has
been signed by 1,570 people.

Mr. Dukart says he signed the pe-
tition and is trying to “burn
through” his miles so he can make a
clean break from the airline. On
Monday, he left for South Africa
with his wife, using first-class seats
bought with miles.

Scott Kirby, president of US Air-
ways, says, “I wish it wasn’t the kind
of decision we felt we had to make,”
but the changes and fees “are neces-
sary realities of $125-a-barrel oil.”
US Airways polled frequent fliers
and found that “overwhelmingly”
they value a free upgrade to first

class more than bonus miles. Mr.
Kirby says the airline has received
complaints from consumers, but
not more than it received after an-
nouncing other changes, like charg-
ing for food. “Changes are hard,”
says Mr. Kirby.

The fees and benefit cuts come
at a time when frequent fliers are al-
ready upset about a problematic im-
balance—a lot of miles and not
many seats available for award tick-
ets. Airlines make a large profit
from selling miles to “partners”
such as credit cards and hotels. Part-
ner deals have gone up significantly
over the years, but award seats
haven’t.

Delta issued 25% more miles in
2007 than in 2004, says Jeff Robert-
son, managing director of Delta’s
SkyMiles program, but the number
of available seats on its planes
didn’t increase. Recent capacity
cuts have made the imbalance
worse, because airlines are main-
taining the same percentage of
awards seats on fewer flights.

Still, some airlines are taking
measures to make their frequent-
flier programs more attractive. Ear-
lier this year, both Northwest and
Delta introduced new options that
allow fliers to buy tickets with a

combination of cash and miles, so
small increments of miles could be
redeemed. In April, the two compa-
nies announced they intend to
merge.

Delta recently announced it
would replace its awards program
in September with a three-tiered
system that’s similar to American
Airlines’ program. Instead of offer-
ing domestic tickets for either
25,000 or 50,000 miles—with many
more tickets available for 50,000
miles—the airline will offer about
50% of its total seat inventory for
40,000 miles, while maintaining the
same amount of seats in the
25,000-mile tier. The rest of the
seats will be in the 60,000-mile tier.

In addition, the airline will again
allow frequent fliers to book the last
seat available on flights—a benefit
denied to frequent fliers last winter.
Such seats will go to those willing to
pay a hefty mileage price. “This new
structure will attract more new cus-
tomers, benefit current customers
and help differentiate Delta from
other carriers,” says Mr. Robertson.

In November, Alaska Airlines
will add more award levels, in an ef-
fort to make it easier to use miles.
The airline already offers a cash-
and-miles award ticket.

Discount carrier AirTran Hold-
ings Inc. added a program in March
that lets passengers pay for extra
miles to reach the level needed to
get an award ticket. Before, fliers
could buy award tickets only with
miles.

Airlines “are trying to stay com-
petitive and be a little more innova-
tive,” says Rick Seaney, chief execu-
tive of the travel Web site FareCom-
pare.com. “Fuel and luggage sur-
charges have been bad press. They
are trying to tweak some things to
mitigate that.”

But some of the new award-
travel systems have drawbacks. Un-
der Delta’s new three-tier structure,
award travel is more expensive in
some cases. A premium-class seat
to Europe used to cost between
90,000 and 250,000 miles and will
now cost between 100,000 miles
and 350,000 miles. The top price
now guarantees the last seat on a
flight, unlike before.

Northwest’s cash-and-miles of-
fer, PerkChoice, includes a clause
that has rubbed at least one cus-
tomer the wrong way: If you need to
cancel the ticket, you don’t get the
cash part of the purchase back.
Jackie Engelhart bought three air-
line tickets to Calgary, Alberta, ear-
lier this year, three days after the
soft launch of PerkChoice. After her
eight-year-old daughter spent sev-
eral months fighting colds, flu and
asthma, Ms. Engelhart decided to
cancel the trip, assuming the cash
part of her tickets would be treated
like most canceled Northwest tick-
ets—as credit with the Eagan,
Minn.-based airline.

Instead she had to pay a $50-per-
ticket fee to put the miles back onto
to her account and couldn’t get any
credit for the cash.

Northwest says that it hasn’t had
many complaints about the rule and
that the terms of PerkChoice “are
given when a customer books a
ticket,” and “must be agreed to be-
fore the customer is allowed to com-
plete the purchase.” But like other
aspects of the relatively new pro-
gram, the rule “could be changed,”
says a company spokesperson.

Regardless, Ms. Engelhart says
she won’t book a PerkChoice ticket
again. “Not flying Northwest cost us
more than $1,000,” she says.

Network solutions
Walter S. Mossberg tests
Flock, ‘the social Web
browser’ > Page 28
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Pfizer to close Irish plant
after its sale falls through
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The toniest streets
around the world
Avenue Princess Grace

in Monaco tops the list;

some jaw-dropping prices

By Robert Frank

EVEN as the real-estate bust
reaches into Richistan, a

handful of the world’s toniest
streets seem immune.

The Wealth Bulletin (a Dow
Jones site) has come up with a
list of the 10 most expensive
streets in the world. Granted,
this is an inexact science, but the
list includes some jaw-dropping
price-per-square-foot numbers
for some of the richest blocks on
earth.

Topping the list is Monaco’s
Avenue Princess Grace, the palm-
lined street named after Grace
Kelly that overlooks
the water. Forget buy-
ing a house there—just
getting a beer at Jim-
my’s Bar on the Avenue
will set you back more
than $100. But living on
the avenue gets you a
chance to rub elbows
with Russian oligarchs,
Middle Eastern oil
sheiks and the occa-
sional Monaco royal.

The two streets to
make the list from the
U.S. are New York
City’s Fifth Avenue and
Carolwood Drive in Bev-
erly Hills.

Here is the com-
plete list, with some
sample property prices
as tallied by Wealth Bul-
letin:

n Avenue Princess
Grace, Monaco: $17,750
per square foot.

n Severn Road,
Hong Kong: $11,200
per square foot.

n Fifth Avenue, New
York City: $7,500 per
square foot.

n Kensington Palace
Gardens, London:

$7,196 per square foot.
n Avenue Montaigne, Paris:

$5,046 per square foot.
n Ostozhenka, Moscow: $3,738

per square foot.
n Via Suvretta, St. Moritz: $3,551

per square foot.
n Carolwood Drive, Beverly

Hills: $2,803 per square foot.
n Wolseley Road, Sydney: $2,616

per square foot.
n Altamount Road, Mumbai:

$2,336 per square foot.

When the rich scrimp,
we’re all in trouble

SO THE RICH are hurting—cry me
a river. That’s the tone of many

recent articles about the luxury
bust and the declining fortunes of
the fortunate. The derision is under-
standable: Who can be sympathetic
to Richistanis cutting back on their

private-jet flights or selling off their

oversize mega-mansions while
most people can barely fill their gas
tanks? (One of my favorite recent
quotes is from a yacht owner named
Durand Blane who complained in a
Bloomberg article that one fill-up of
the yacht is “like pumping Chanel
bags into a boat hull.” Oh, the
waste.)

But the fact that the rising tide of
economic pain is reaching the yacht
set is important. And not just for
Schadenfreude.

The wealthy, for better or worse,
have become one of the biggest en-
gines of economic growth, invest-
ing, and taxes. The flip side of ine-
quality is that cutbacks by the rich
now have an outsize impact on the
economy.

According to an Associated
Press article by Mark Jewell about
cutbacks by the wealthy, the 10% of
households in the U.S. with the high-
est incomes account for nearly a
quarter of all spending, according to
data compiled by research firm

Moody’s Economy.com from
a 2006 U.S. federal survey.

“That does suggest those
folks are important for the
spending outlook, and the
overall economic outlook,”
said Scott Hoyt, Moody’s di-
rector of consumer econom-
ics.

Added Sara Johnson, an
economist at the research
firm Global Insight: “Con-
sumer spending makes up
70% of gross domestic prod-
uct, and when one group ac-
counts for a very substantial
share of consumer spend-
ing, they also account for a
large share of the economic
activity that creates jobs.”

Research published by
Citigroup in 2005 specu-
lated that the top 25% of
Americans by income may
account for as much as 70%
of total personal spending
in the U.S. Given that per-
sonal consumption ac-
counts for 70% of our econ-
omy today, that top quartile
has become crucial.

Of course, it’s no surprise that
the wealthy now account for an out-
size share of spending. But the de-
gree to which the U.S. economy has
become dependent on Richistan has
yet to be truly felt. Perhaps we will
find out in the coming months.

Did this sheik need
oil change for his car?

THE SUN reports on a Middle
Eastern sheik who flew his Lam-

borghini Murciélago LP640 (Bat-
man’s other ride) on a round trip
from Qatar to London and back. All
for an “oil change.”

The newspaper reports that the
$300,000 super-car was flown to
London on a scheduled Qatar Air-
ways flight, then flown back three
days later after getting serviced.
The cost was £20,000 ($39,128) for
the flight and £3,552 for servicing.

Predictably, environmentalists
were outraged. An environmentally
minded airport worker was also in-
censed—you can see photos of the
car boarding the plane in the article.

“This car doesn’t have a carbon
footprint—more of a crater,” the air-
port worker said.

My question is: Why would any-
one need to do this in the first
place? With all the Lamborghinis be-
ing bought up in the Middle East,
can’t an oil sheik get his car fixed
closer to home? Lamborghini’s Web
site lists an authorized dealership in
Qatar, not to mention three more in
nearby locations in Saudi Arabia.

Indeed, Lamborghini says the
car wasn’t serviced at an authorized

dealer in London (if it was ser-
viced at all). That would rule out
the possibility that he purchased
the car from an authorized
dealer in London and wanted to
get it serviced by the same
dealer.

Not being an oil sheik or a car
collector myself, I’m also at a
loss to explain the trip. Perhaps
the owner wanted to use his own
London-based mechanic, who
handles all of his cars. Like many
wealthy Middle Easterners, the
owner may live in London part-
time. And, like many car collec-
tors, he might have a personal
mechanic.

The article says the car just
needed an “oil change.” Even in
inflationary London, £3,552 for
an oil change sounds improba-
ble. It’s possible that the car,
which has a customized paint job
with yellow-gold accents and a
spoiler, needed touch-ups that
only the original detailer could
provide, with the exact paint
match, etc.

Update: I spoke with Juliet
Jarvis, spokeswoman for Lambo-
rghini U.K., and she said there is
no evidence that the car made
the return trip to Qatar. If the car
didn’t return home, this could
simply be a case of a Middle East-
ern owner flying the car to Lon-
don to use it for the summer.

The affluent patronize
top eateries despite slump

Bioplastics offer chance
to profit in a ‘green’ way

WSJ.com

T
HE ART market re-
mains resilient despite
economic woes. Sothe-

by’s said it sold $3.4 billion
of fine and decorative art in
the first half of this year.
Sotheby’s nearly matched
rival Christie’s Interna-
tional PLC’s six-month sales
total of $3.5 billion.

Demand remained
healthy for a handful of trophy paintings by Impres-
sionist masters such as Claude Monet and recent fa-
vorites such as Francis Bacon. In the first half,
Sotheby’s said it sold 503 works of art for $1 mil-
lion or more, up from 391 in the year-earlier period.
Christie’s said it sold 358 works of art for $1 million
or more in the period and privately sold $301 mil-
lion in art.  —Kelly Crow
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D
ESPITE fears of a pro-
tracted recession,
London foodies are

refusing to forgo their en-
joyment with several top-
end eateries opening to ac-
claim this summer.

In July, against a back-
drop of doleful news in the
property and financial sec-
tors, Ambassade de L’Ile,
with Chef Jean-Christophe

Ansanay-Alex, opened its door to diners in franco-
phone South Kensington, while the eponymous
Helene Darroze at the Connaught started serving in
Mayfair. A third, Andaman with Chef Dieter Mueller,
launches Aug. 18 at the renovated St James’s Hotel
and Club in the heart of London’s hedge-fund dis-
trict.  —Reuters

W
ANT to profit off
the environment in
a good way? Invest

in bioplastics. Biodegrad-
able plastics are made
largely from dairy and
corn. A report from the Eu-
ropean Bioplastics Associa-
tion said a million tons of
bioplastics will replace tra-
ditional petroleum-based
plastic products by 2011.

Combine that with the antiplastics movement
raging around the world and you have the makings
for another product to take plastic’s place. Plastics
don’t biodegrade for hundreds of years; they just
get smaller and smaller. With billions and billion of
kilograms of plastics produced per year, the waste
problem adds up.  —Thomas Kostigen
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Check out Robert Frank’s blog,
The Wealth Report, at

wsj.com/wealth
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Strong sales help indicate
stamina of the art market

Monaco’s Avenue Princess
Grace, named after Grace Kelly,
overlooking the water.

A Lamborghini Murciélago LP640
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By Suzanne Vranica

In its latest attempt to save
money, General Motors has asked
its advertising agencies to slash
their fees by as much as 20% this
year and next, according to several
people familiar with the matter.

The owner of well-known brands
such as Cadillac and Chevrolet
works with dozens of ad agencies

around the U.S., in-
cluding firms
owned by Publicis

Groupe, such as Leo Burnett, and ad
shops owned by Interpublic Group,
such as McCann Erickson and Camp-
bell-Ewald.

Several ad executives say the
cuts could translate into more than
$20 million in savings for GM but
likely will mean layoffs for the agen-
cies involved.

GM’s push shows how Detroit’s
pain—caused by a sharp drop in U.S.
car sales amid soaring fuel
prices—is creating ripple effects in
other sectors. The fallout is ex-
pected to be particularly harsh for
companies reliant on the car mak-
ers’ massive marketing dollars.

It isn’t just ad agencies that are
being whacked by the belt-tighten-
ing among U.S. car makers, who ac-
count for more than 12% of all ad
spending in the U.S.—more than any
other single industry. Media compa-
nies such as CBS, Viacom and News
Corp. have all taken significant hits.

“The collapse in U.S. automobile
consumer demand will materially
damage the advertising-growth
rates of traditional media owners,”
Michael Nathanson, a senior ana-
lyst at Bernstein Research, said in a
report sent to investors this week.

Ford Motor’s ad spending in the
U.S. plunged 37% for the first five
months of the year, while ad outlays
by Chrysler during the period sank
31%, according to the latest data
from ad-tracker TNS Media Intelli-
gence. TNS figures don’t include
search advertising.

GM declined to give details on its
request that agencies lower their
rates, but a spokeswoman said the
car maker has “asked our agency
partners to work with us to elimi-
nate low-value work and find cre-
ative solutions to go to market more
efficiently.”

Chrysler wouldn’t comment on
the latest TNS numbers, but a
spokeswoman said the company is
shifting marketing dollars to the In-
ternet and into mobile, two areas
that aren’t included in the TNS data.

A spokeswoman for Ford said
the company doesn’t comment on
TNS data but said Ford announced
in July that it cut $200 million from
its marketing budget in the second
quarter.

The media sectors most vulnera-
ble to the pullback in automotive ad-
vertising include local television sta-
tions, local newspapers and local ra-
dio. Local TV stations, for example,
get about 28% of their ad dollars
from the automotive sector, while
the sector is responsible for 18% of
ad spending in local newspapers,
Mr. Nathanson said.

Local media outlets are working
overtime to find new sources of ad
revenue. Tribune’s WPMT FOX43,
which broadcasts in central Pennsyl-
vania, says it saw the cuts coming
and offered its sales force more fi-
nancial incentives to get them to do
more to tap other ad-spending cate-
gories. So far the station has gotten
some help from spending by tele-
com companies and a bit of political
ad spending. Still, automotive has
represented 35% of the station’s
business in the past. “Automotive is
huge,” says John Riggle, the general

manager. “Are we struggling with-
out it? Yes.”

Others stations also are scram-
bling for other sources of revenue.
“This is the worst I have seen it in
my career,” says Wayne Simons,
vice president and general manager
of Fort Myers Broadcasting’s
WINK-TV in Fort Myers, Fla. Mr. Si-
mons, who has been in the business
for 41 years, says the only group
spending more on ads these days is
lawyers. “They are advertising like
crazy, saying that they can help you
with foreclosures,” he adds.

Auto accounts were once the
most profitable pieces of advertis-
ing business, but the auto giants,
like other marketers, have squeezed
their agencies enormously over the
past few years. For example, the
FCB agency, now part of Interpub-
lic’s Draftfcb, in 2000 had profit
margins in the 20% range for its
work on Chrysler. Now, profit mar-
gins on the auto accounts are typi-
cally between 8% and 12%, accord-
ing to ad executives.

Still, GM’s request for lower
rates—and the larger retrenchment
by Detroit—is a blow for Madison
Avenue. Ad executives say the car ac-
counts are still a vital and profitable
piece of business—in part because
the agencies, after so many years of
doing so much of that type of work,
have created very effective econo-
mies of scale.

Card scam spanned globe
Two from Europe
are among 11 named
in U.S. indictments

GM pushes ad agencies
for help in cutting costs

By Joseph Pereira,,

Jennifer Levitz,

And Jeremy Singer-Vine

BOSTON—U.S. prosecutors
charged 11 men in five countries with
orchestrating a high-tech operation
thatstolemorethan40millioncredit-
card numbers from U.S. retailers in-
cludingTJXCos.,Barnes&NobleInc.,
OfficeMaxInc.andSports Authority.

The case is the biggest identity-
fraud heist ever prosecuted in the
U.S. In indictments in Boston and
San Diego on Tuesday, the govern-
ment said the defendants engaged
in a sophisticated scheme involving
wireless interception of retailers’
data transmissions, “sniffer” pro-
grams that stole card numbers as
they were being swiped at cash reg-
isters, bulk fencing of stolen cards
at less than $1 apiece on the Inter-
net, and encrypted computer serv-
ers that stored the thieves’ digital
plunder in Latvia and Ukraine.

Although the largest of the retail
breaches—at TJX, owner of apparel
chains TJ Maxx and Marshalls—had
been known for more than a year,
the indictments presented a picture

of cybertheft attack capabilities far
more sophisticated and global than
had previously been revealed. It was
the first time authorities tied to-
gether what had been regarded as
separate attacks episodically re-
ported by retailers in recent years.

Computer security experts hailed
the charges as a breakthrough in solv-
ing some of the cases, which date
back to 2003. Nevertheless, the new
information presented on Tuesday re-
vealed what may be a major reason
that government investigators had
come up short for so long.

The defendant identified as the
ringleader in the case, Albert Gonza-
lez, of Miami, was working as a confi-
dential informant for the Secret Ser-
vice in its investigation of the retail-
ers’ computer breaches, according to
investigators. His indictment states
thatduringthecourseofhis“coopera-
tion,” he obtained “sensitive” infor-
mation that he used “to warn off con-
spirators and ensure that they would
not be identified and arrested.”

Rene Palomino Jr., Mr. Gonza-
lez’s lawyer, said he plans to fight the
charges and added that the govern-
ment “has from a factual and legal

point of view a very substantial and
uphill battle proving the charges
against” his client. He declined to
make Mr. Gonzalez available for an
interview. Mr. Gonzalez was being
held by New York authorities on an-
other computer-hacking charge.

According to the Justice Depart-
ment, Mr. Gonzalez began informing
for the Secret Service following his
arrest in another computer-fraud
case in 2003. Court records show
that in November 2004, the govern-
ment allowed him to move from New
Jersey to Florida, where many of the
hacking incidents later took place.

“Obviously, we weren’t happy
that the person we had working for
us as an informant…was double-
dealing,” said the U.S. attorney in
Boston, Michael Sullivan, at a news
conference. Mr. Sullivan led the in-
vestigation of Mr. Gonzalez.

U.S. Attorney General Michael B.
Mukasey,speakingatthenewsconfer-
ence, called it “the single largest and
most complex identity-theft case ever
charged in this country.” The govern-
ment said the defendants made “tens
of millions” of dollars from their
scheme, and had used the stolen data
to make cards that withdrew “tens of
thousands of dollars at a time” from
automated teller machines.

The total amount of fraud and
losses to the retailers resulting from
the scheme wasn’t estimated by the
government. But TJX said it has set

aside $202 million to cover costs in-
cluding settlements with consumers
and card-issuing banks. In a state-
ment, the company said the number
of retailers attacked “demonstrates
the much broader challenges in pro-
tecting sensitive consumer data
from this increasing threat.”

Messrs. Mukasey and Sullivan
said consumers had also suffered
losses—although their liability for
fraudulent card charges is limited by
law. Other retailers allegedly victim-
ized by the defendants include BJ’s
Wholesale Club Inc., Boston Market
Corp., Forever 21 and DSW Inc.

Three of the suspects are from
the U.S., in addition to three from
Ukraine, two from China, one from
Estonia and another from Belarus.
The place of origin of the 11th sus-
pect isn’t known.

The indictments allege that the
computer breach at TJX—which
was hardest hit by the scheme—was
part of a much broader conspiracy
involving the other retailers that
lasted between 2003 and 2005. Al-
though the government said the de-
fendants managed to steal more
than 40 million credit- and debit-

card numbers, some consultants in
court testimony estimated that 100
million account numbers were com-
promised in the TJX case alone.

Prosecutors allege that Mr.
Gonzalez and another defendant,
Christopher Scott, also of Miami,
first hacked into a wireless com-
puter system at an unidentified BJ’s
Wholesale Club store around 2003
and stole customer credit-card data.
In 2004, Mr. Scott and another man
identified only as “J.J.” allegedly
gained access to debit-card data at
an OfficeMax store in Miami.

Then, in July 2005, the govern-
ment said Mr. Scott gained access to
the computer system used at a Mar-
shallsdepartment store—a TJX com-
pany—in Miami. He then sent com-
puter commands to servers at TJX’s
headquarters in Framingham, Mass.,
that processed and stored payment-
cardtransactiondatafor thegiantre-
tailer, prosecutors allege.

With access to the server, the de-
fendants installed “sniffer pro-
grams” that captured payment-card
data as customers were making pur-
chases throughout the retailer’s
stores, the indictments state. Using
their own direct connection to TJX’s
computer system, they repeatedly
downloaded the data, which they
sold or used to create their own
credit cards, prosecutors allege.

TJX didn’t discover the breach un-
til December 2006 and didn’t an-
nounce it publicly until the next
month. Prosecutors now say that the
credit-card data belonging to mil-
lions of TJX customers had been
transferred to a server in Ukraine
and that Mr. Gonzalez accessed the
data as recently as March of this year.

The other U.S. citizen charged in
the case was Damon Patrick Toey,
also of Miami. Efforts to reach Mr.
Scott and Mr. Toey for comment
were unsuccessful.

Thegovernmentsaid thatTurkish
police were holding Maxym Yastrem-
skiy, a Ukrainian it accused of selling
stolen credit-card numbers on the In-
ternet. The U.S. is seeking his extradi-
tion.Anotherallegedtraffickerinsto-
len card numbers, Estonian national
Aleksandr Suvarov, is being held in
Germany. Eight of the defendants
haven’t yet been arrested.

In indictments handed up
against some of the defendants in
San Diego, prosecutors said that Mr.
Yastremskiy created a Web site to
sell account information to buyers
around world. They said he offered
bulk discounts and sometimes ad-
vertised that he possessed informa-
tion on millions of accounts at once.

The suspects face a variety of
charges, including computer fraud,
wirefraud,access-devicefraud,aggra-
vated identity theft and conspiracy.
Mr.Gonzalezcouldfacelifeinprisonif
convicted of the counts against him.

Boston Market spokeswoman An-
gela Proctor said as far as she knew,
the company never disclosed a secu-
rity breach. The Golden, Colo., eat-
ery chain was alerted to a “potential
data breach” in 2004, at a store in
Florida, but a forensic firm hired to
look into the matter “could not defi-
nitely concur that the breach had oc-
curred,” she said.

BJ’s Wholesale Club Inc. spokes-
woman Julie Somers said the case
involved an “old breach” from 2004,
and that “we are pleased progress is
being made on the case.”

OfficeMax, Forever 21, Sports Au-
thority and DSW couldn’t be
reached for comment.

Barnes & Noble issued a statement
inwhich it said it “hadnot receivedin-
quiries from credit card companies or
customers about these alleged activi-
ties” prior to the indictments.
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Local media outlets
are working to find
new sources of ad
revenue.

ADVERTISING

A current Saturn ad highlights the car maker’s hybrid sport-utility vehicle.

CORPORATE NEWS

General Motors

Secret Service Director Mark Sullivan, left, and Attorney General Michael Mukasey
at the news conference in Boston on Tuesday.
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Sunny days for solar homes
European subsidies
spur business boom;
selling back to grid

7 7

By Emma Charlton

London

H
IGH OIL and gas prices
have made residential
solar energy more eco-
nomical, sparking a
jump in European de-

mand.
With the price of crude oil up

64% from a year ago, Germany,
France and other European govern-
ments are underwriting the shift to
solar by allowing consumers to sell
the energy they produce using pho-
tovoltaic cells—which convert sun-
light directly into electricity—to the
national grid at a profit.

“It’s a clear trend. People are try-
ing to get away from using oil and
gas, where prices have risen a lot,”
said Uwe Trenkner, secretary gen-
eral of the European Solar Thermal
Industry Federation, or Estif. He es-
timated that the European market
for solar thermal technology will ex-
pand by 20% to 30% this year as resi-
dential demand for solar panels
grows.

Solar-power companies have
taken note. China-based Suntech
Power Holdings Co., the world’s big-
gest maker of photovoltaic panels
by revenue, said it plans to double
production in 2009 from 2008. Ger-
many’s Q-Cells AG plans to increase
production of solar cells by more
than 60% by 2010.

Continental European govern-
ments have been pushing hard to in-
crease solar technology use.

Germany has seen a sharp rise in
the use of solar energy since the gov-
ernment introduced subsidy plans in
the late 1990s. The country repre-
sents more than a third of the Euro-
pean solar thermal market and is still
growing at a rapid pace, adding 33%
in sales in the first four months of
2008, according to Estif estimates.

German solar-industry associa-
tion Bundesverband Solar-
wirtschaft expects the sector’s sales
in Germany alone to almost double
by 2010, rising to more than Œ13 bil-
lion ($20 billion) from about Œ7 bil-
lion in 2007.

The government’s enthusiastic
backing of the industry has resulted
in Germany’s producers claiming
20% of the global solar market, be-
hind China and Japan.

The success of Germany’s sub-
sidy system has prompted other gov-
ernments to follow suit, with
France, Greece, Italy and Spain al-
lowing consumers to sell power to
the national grid.

Under these programs, commer-
cial and residential consumers can
sell the electricity they generate for
about 40 to 50 European cents per
unit, double what they pay for it,
pocketing the difference.

Matthias Fawer, a sustainable-in-
vestment analyst at Bank Sarasin,

said such programs will bolster the
European solar industry in coming
years, with Spain set to be the big-
gest growing market in 2008 as so-
lar thermal technology becomes
compulsory in new buildings.

In Greece, which boasts 274
sunny days per year on average, the
solar-energy market is booming
and the country expects to expand
its 10% share of the European mar-
ket rapidly in the coming years.

George Gounalakis, a Greek prop-
erty developer and a director of Eu-
roplan-Crete, includes solar panels
in all plans for new homes. He said
they will allow homeowners to re-
duce their energy bill by at least
20% in the summer and 10% in the
winter.

“Before, the solar panel would
only last for four to five years. Now
you can have the same panel for
more than 20 years and they gener-

ate hot water very, very quickly,” he
said.

There is eight times as much resi-
dential and commercial capacity to
produce solar energy in Europe as in
the U.S., according to estimates
from Swiss private banking group
Bank Sarasin.

Soaring energy prices are driv-
ing the shift. In the 15 countries shar-
ing the euro, energy prices were 16%
higher in June than they were in the
corresponding month last year, ac-
cording to European Union statis-
tics agency Eurostat.

In Italy, Bank Sarasin predicts
that solar production will increase
by more than 70% in 2008 from last
year. “Italy now has an attractive
subsidy system linked with nice sun-
shine, and consumers can profit
from adopting the technology,” Mr.
Fawer said. He predicts the French

market will also double in 2008, al-
beit from a low level.

In the U.K., the government
grants help with the cost of solar in-
stallation, but there is no national
tariff system.

Still, Oliver Duckworth, a direc-
tor of U.K.-based Solar Thermal
Ltd., a retailer of solar-thermal and
biomass heating systems, said sales
have doubled since the start of
2008, and the company exceeded
last year’s entire turnover by the
half-year point.

“It’s not just the ‘green brigade’
ringing up anymore. It’s anyone,
just people who want to save money
in the time of rising fossil-fuel
prices,” he said. “It’s very much
driven by the oil price.”

U.K. energy providers this sum-
mer raised gas prices by as much as
35% and electricity prices by as
much as 17%. A report from Centrica—

the U.K.’s largest utility by custom-
ers—predicts the average U.K. gas
bill will average £1,000, or nearly
$2,000 at current exchange rates,
per year by 2010, up from £600 in
2007.

Richard White, a 52-year-old in-
formation-technology manager
from Stroud in Gloucestershire, in-
stalled a solar-tubing system to
heat water this year for £2,099 and
expects the system to pay itself off
after five years.

“It’s already successful,” he said.
“We get 100% of household hot wa-
ter on sunny days, 90% on overcast
days and we expect to get 20% in
winter.”

Mr. White said he plans to ex-
plore using other environmentally
friendly technologies such as photo-
voltaic cells and ground-source heat
pumps.

E
ven with the advent of
tabbed browsing, which al-
lows you to keep multiple

Web pages open in the same win-
dow, Web multitasking can be a
pain. You have to constantly click
back and forth among tabs if they
contain fast-changing material you
check often, like the status of your
friends in social-networking ser-
vices or updates to news feeds.

Trying to share information
with people on your Web-based
networks can introduce another
layer of digital jujitsu. It can be
awkward to snag a photo or a snip-
pet of text from one Web site and
send it to a friend in a social net-
work on another, or post it to
your own blog.

But I’ve been testing a little-
known Web browser that attempts
to solve these problems. It’s called
Flock, and it bills itself as “the so-
cial Web browser.” I found that it
worked well, but it isn’t for every-
one, and it has some important
downsides.

Flock is a modified version of
the excellent Firefox Web browser
that tacks on some special features
for social networkers and bloggers.
It’s available free at flock.com in es-
sentially identical versions for Win-
dows, Mac and Linux.

Flock adds a special vertical
“sidebar” at the left of the
browser that keeps your social net-
works, photo sites or news feeds
visible at all times, regardless of
what page you’re viewing in the
main browser window.

For instance, with Flock, you
can see that you have a new
friend request in Facebook, or
that a pal has posted new photos
in Flickr, without clicking away
from reading this column in the
main browser window.

B
UT, WAIT, there’s more.
With one click, you can dis-
play a horizontal “media

bar” across the top of the browser
containing thumbnails of all of a
friend’s photos or videos from a
social-networking or photo site,
again without changing what’s in
the main browser window.

These two special bars also al-
low you to take action. For in-
stance, you can just drag images
and text from Web pages into the
sidebar to share them with friends
listed there. And any photo on the
media bar can be quickly emailed
or posted to a blog.

There’s also a “Web clipboard,”
which can save any text, image, or
link from a site in the main win-
dow by merely dragging it to the
Flock sidebar. Once an item is in
this clipboard, it stays there until
you delete it.

Flock has its own built-in blog
editor, which allows you to quickly
compose, edit and publish blog
posts containing interesting items

you encounter on the Web. And it
creates a special personal Web
page, called My World, which com-
bines your social-networking up-
dates, news feeds and photos.

I found Flock productive and
fun to use. I tested its special side-
bar with my Facebook, Flickr, Pi-
casa and YouTube accounts, and
with my favorite news feeds. I
also used another of Flock’s fea-
tures, which let me check my
Gmail and Yahoo Web-mail ac-
counts without navigating to their
main pages. And I published sev-
eral posts from within Flock to a
test blog I maintain. All of this
worked as promised.

I
N MY tests, I used the latest edi-
tion of Flock, version 2.0, which
is built on the new Firefox 3.0

browser. Even though this latest it-
eration of Flock is still in beta sta-
tus, I found it to be quite stable.

But Flock isn’t for everyone,
and it has some significant draw-
backs. For one thing, you’d need a
fairly large or high-resolution mon-
itor to accommodate the Flock
sidebar and media bar without re-
ducing the size of the main
browser window so much as to re-
quire too much scrolling. Even
with a big or high-res screen, you
will see fewer toolbar links and
browser tabs than normally.

And Flock has a busy, even fre-
netic, look that can be distracting
and annoying. So many things are
going on at once that it can be
hard to concentrate on the main
attraction: the Web page you are
reading in the main window.

Also, while Flock does indeed
spare you from clicking back and
forth as often among tabs in your
browser, it doesn’t entirely elimi-
nate clicking around. Its sidebar
can only display one type of infor-
mation at a time— social networks
and photo-sharing sites in one
view, news feeds in a second, the
clipboard in a third and Web book-
marks in a fourth. So you’ll have to
click the sidebar’s own controls
fairly often to check all of these, or
keep going to the special My World
page in the main window.

Finally, Flock only works with
certain social-networking, photo-
sharing and blogging services.
While it does support most of the
main ones, there are some glaring
omissions. MySpace isn’t yet on
the list, though it’s expected to be
added next month. But Hotmail,
Windows Live Spaces and Smug-
Mug, among others, are missing.
And it doesn’t support any instant-
messaging services at all.

Flock does a good job at the
tasks it sets for itself, but I would
only recommend it for the heavi-
est and most impatient social net-
workers. For most others, Flock
is overkill.

Email to mossberg@wsj.com.

Germany’s Q-Cells plans to boost output of solar cells by more than 60% by 2010.
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Sprint shows signs of life
but warns of more turnover

Time Warner net declines
Media firm confirms
some AOL operations
will be separated

Ad woes hits ITV, ProSiebenSat.1

Pentagon revises criteria
for stalled tankers bid

BP shuts pipeline after fire in Turkey

By Nat Worden

Time Warner Inc. posted a 26% de-
crease in second-quarter net income
and Time Warner Cable Inc. reported
1.8% growth as subscribership contin-
ued to rise but the firm cut its full-
year profit target.

Time Warner also confirmed it
will separate America Online’s adver-
tising and subscribership operations
as it looks into the possibility of shed-
ding one or both of the parts.

The media giant reported net in-
come of $792 million, or 22 cents a
share, down from $1.07 billion, or 28
cents a share, in the prior year. The
most recent quarter included two
cents a share in charges, and the previ-
ous year’s included a three-cent gain.

Revenue rose 5% to $11.6 billion.
The mean estimate of analysts sur-

veyed by Thomson Reuters was for
earnings of 23 cents a share on reve-
nue of $11.45 billion.

Revenue at America Online fell
16%, though ad revenue rose 2%.
Profit at the unit was down 36%.
Dial-up subscribership fell an addi-

tional 26%, putting the figure at 8.1
million. The service lost 604,000 cus-
tomers in the quarter.

Time Warner has held discussions
with both Yahoo Inc. and Microsoft
Corp. to sell AOL, according to people
familiar with the situation. Separate
from its dial-up business, AOL’s dis-
play advertising business becomes a
more appetizing acquisition target

for one of the major Web companies
seeking to bolster its presence. Mean-
while, the dial-up business could be a
target for a company like EarthLink
Inc.

Profit gained 18% in its TV net-
works segment—which includes
Turner Broadcasting and HBO—as
overall revenue rose 8.7%, with both
subscription revenue and ad-revenue
recording double-digit growth.

Earnings rose 16% in its movie busi-
ness, as revenue climbed 14%. Also,
Time Warner’s publishing arm, includ-
ing Time Inc., continued to struggle,
with earnings down 11% and revenue
off 6%.

Michael Morris, an analyst with
UBS, said Time Warner could have
trouble hitting its earnings guidance
for the year due to a slowdown in the
advertising market coupled with
weakness at AOL and Time Inc. The
firm reiterated its 2008 profit target
of $1.07 to $1.11 a share.

Meanwhile Time Warner Cable,
the second-largest U.S. cable operator
behind Comcast Corp. posted net in-
come of $277 million, or 28 cents a
share, up from $272 million, or 28
cents a share, a year earlier. The latest
quarter included $45 million in
charges from divestitures.

Revenue rose 7.1% to $4.3 billion.
 —David Benoit

contributed to this article.

CORPORATE NEWS

Time Warner Inc.
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By Archibald Preuschat

And Kathy Sandler

The uncertain outlook for televi-
sion advertising continues to take
its toll on European broadcasting
companies. Britain’s ITV PLC swung
to a net loss for its first half amid
massive write-downs, and Germa-
ny’s ProSiebenSat.1 Media AG said
its second-quarter net profit was
down 32%.

The advertising downturn hit
right to ITV’s bottom line. As a result
of reduced forecasts, the company
booked a £1.6 billion ($3.1 billion)
charge on goodwill write-downs for
Granada and Carlton Communica-
tions. That pulled the company down
to a net loss of £1.53 billion from an
£84 million net profit a year earlier.
Granada and Carlton merged in 2004,
creating ITV, now the U.K.’s largest
free-to-air commercial broadcaster.
Revenue for the first half was up 2.7%
to £1.03 billion from £1 billion.

If the advertising market deterio-
rates significantly, ITV could incur
further noncash charges, said Chief
Operating Officer John Cresswell.
The broadcaster expects a 20% drop
in net advertising revenue for Sep-
tember, adding that it will implement
an additional £35 million in cost sav-
ings by 2010, including job cuts.

In light of the write-downs and
pessimistic forecast, ITV halved its
interim dividend to 0.675 pence and
said it will review the full-year divi-
dend. It also cut its targets for on-
line and global-content revenue,
which had been a key part of its turn-
around strategy.

ITV shares fell 2.7 pence, or 5.8%
to 43.6 pence in response to the re-
port.

ProSiebenSat.1, Europe’s second-
largest pan-European broadcaster,
behind RTL Group, said net profit for
its second quarter fell to Œ59.5 mil-
lion ($92 million) from Œ87.2 million
a year earlier. Its bottom line was hit

by weak domestic operations and the
cost of its recent acquisition of SBS
Broadcasting. Sales were up 45% to
Œ801.9 million from Œ551.6 million,
thanks to consolidation effects.

“The first half of the year was
not an easy time for the ProSieben-
Sat.1 Group,” Chief Executive Guil-
laume de Posch said in a statement.

Free-to-air channels in its Ger-
man home market remain ProSieben-
Sat.1’s core business, but in contrast
to ITV’s U.K.-focused operations, it
lessened its dependency on the do-
mestic economy with its Œ3.3 billion
acquisition of SBS Broadcasting.
ProSiebenSat.1 now operates in 13
countries and also has radio, minor
pay-TV and print operations.

ProSiebenSat.1 continues to fore-
cast 2008 recurring earnings before
interest, taxes, depreciation and am-
ortization to be flat with last year’s
Œ783 million. ProSiebenSat.1 shares
rose 17 European cents, or 2.8%, to
Œ6.33 in Frankfurt.

By Roger Cheng

Cellphone-service provider
Sprint Nextel Corp. showed signs of
resuscitation in the second quarter
but dashed hopes of a quick recov-
ery with a warning of weaker re-
sults to come.

Unlike every other major U.S.
wireless carrier, Sprint continues to
lose customers and, in particular,
valuable subscribers who sign long-
term contracts and pay a higher
monthly bill. The company has man-
aged to cut costs and show some im-
provement, but it hasn’t yet an-
swered how it will turn itself around.
This is particularly worrisome, as
more than four out of every five con-
sumers in the U.S. already has a cell-
phone, according to analysts.

Sprint shares were down 10% in
afternoon trading Wednesday on
the New York Stock Exchange.

Sprint lost 901,000 customers in
the second quarter and reported a
turnover rate for its contract sub-
scribers of 2%. While the results
mark an improvement from the first
quarter, they are overshadowed by
company expectations that the turn-
over rate and subscriber losses are ex-
pected to worsen in the third quarter.

The third quarter is typically a
stronger period for Sprint, accord-
ing to Walter Piecyk, an analyst at
Pali Research. He said he was sur-

prised at the expectation that
gross subscriber losses wouldn’t
show improvement.

“When they’re already down
that much, that’s problematic,” he
said. “At some point, you have to go
out and attract new customers, and
they’re not doing that.”

Sprint reported a second-quar-
ter net loss of $344 million, or 12
cents a share, compared with a year-
earlier profit of $19 million, or a
penny a share. Revenue fell 11% to
$9.06 billion. Excluding items,
Sprint earned six cents a share, top-
ping the mean forecast by analysts
surveyed by Thomson Reuters for
three cents a share.

Chief Executive Dan Hesse has
consolidated Sprint’s headquarters
in Overland Park, Kan., and laid down
plans to spin off its WiMAX business.
In the second quarter, it closed 50 di-
rect retail stores and cut the number
of dealers 25%. Its answer to Apple
Inc.’s iPhone, called the Instinct, has
sold out in Sprint stores.

Mr. Hesse, however, hasn’t fig-
ured out a way to meaningfully re-
duce the number of customers who
have defected. Sprint’s monthly aver-
age revenue per user was $56 in the
second quarter, flat with the first
quarter, although wireless revenue
of $7 billion fell 11% from a year ear-
lier and came in at less than Bank of
America analyst David Barden’s esti-
mate of $7.93 billion.

By Andy Pasztor

Seeking to quickly revive a
stalled $40 billion competition for
the next generation of aerial-refuel-
ing tankers, the Pentagon issued re-
vised criteria for choosing be-
tween Boeing Co. and a partner-
ship of Northrop Grumman Corp.
and European Aeronautic Defence
& Space Co.

Northrop and EADS earlier this
year surprised the defense indus-
try by winning the coveted con-
tract for 179 aircraft. But Boeing,
which had been expected to win
the deal, protested the award. The
Government Accountability Office
upheld a number of Boeing’s argu-
ments, forcing the Pentagon to re-
bid the contract on an expedited ba-
sis. The amended request for pro-
posals is intended to correct proce-
dural and cost-estimating prob-
lems that the GAO cited.

The revised bid documents may
not cut to the heart of two big ques-
tions hanging over the process. The
first is the Pentagon’s preference
for a larger aircraft like the one
from the Northrop team, a factor
that Boeing has been battling be-
cause its proposal is built around a
smaller plane. The second is
whether election-year pressures
and other complications will pre-
vent Pentagon brass from making a
final decision by year end, as the cur-
rent schedule calls for.

None of the companies had an im-
mediate comment on the changes.
The changes include measuring the
total cost of each bid—including
maintenance and other long-term
expenses—over 40 years rather
than 25 years, according to one per-
son familiar with the details. That

should help Boeing and the smaller
767 model it has offered, rather
than the EADS Airbus A330 offered
by its rivals.

But other changes may benefit
the Airbus entry, because they ap-
pear to give more credit to an air-
craft’s ability to carry extra fuel, be-
yond the requirements spelled out in
the original request for bids.

Senior Pentagon officials have
stressed that from the standpoint of
long-term policy and military-force
structure, they prefer a larger air-
craft offering greater capacity to do
double duty as a troop-transport or
medical-evacuation plane.

John Young, the Pentagon’s acqui-
sition chief, has said he hopes to
award a contract before the end of the
year. The teams were given less than
two weeks to comment on the latest
proposed criteria, with new bids ex-
pected by October.

But many industry executives
and even some high-ranking Penta-
gon officials believe that timetable
may be too optimistic. The compa-
nies could delay the process by ob-
jecting to the changes on technical
grounds, or could argue that the re-
vised package unfairly favors a
competitor.

Jim Albaugh, the head of Boe-
ing’s defense and space operations,
told reporters last month that he
“was surprised that we lost” after
the first round of bidding, partly be-
cause the Pentagon told Boeing “the
level of cost data we provided was
unprecedented.”

But John Lockard, one of Mr. Al-
baugh’s top deputies, acknowledged
during the same news conference
that the Pentagon’s intention of mak-
ing a final choice this year amounts
to “a pretty sporty schedule.”

By Benoît Faucon

BP PLC said it shut a key pipeline
that pumps crude oil from the Cas-
pian Sea to the Mediterranean on
Wednesday, after a fire in Turkey.

A spokesman for BP said the com-
pany that operates the pipeline,
known as Baku-Tbilisi-Ceyhan, or
BTC, had declared force majeure,
meaning it might not be able to
meet all its oil-export commit-
ments.

News of the fire pushed up oil
prices, though they later eased. BTC
pumps the equivalent of more than
1% of world crude supply. The cause
of the fire is still unknown. Local
Kurdish separatists had vowed to at-
tack BTC in Eastern Turkey where
the fire took place. A report commis-
sioned by the company also sug-

gested it was a potential target for
terrorists.

BP, which operates the one-mil-
lion-barrels-a-day line and holds a
30.1% stake, has also acknowledged
that people had tried to tap BTC ille-
gally. But a local official ruled out
sabotage, according to Agence
France-Presse, citing the Anatolia
news agency. A BP spokeswoman
said the incident will be investi-
gated once the situation is under
control.

BTC, which runs 1,750 kilome-
ters from Azerbaijan to the Turkish
Mediterranean port of Ceyhan and
was inaugurated in 2005, was de-
signed to be the first major export
pipeline to pump oil out of the
former Soviet Union without going
through Russia. It transports oil
from Azeri-Chirag-Gunashli, a big

complex of oilfields in the Caspian
Sea, which is being developed by a
BP-led consortium.

Oil from the fields will now have
to move at least in part through Rus-
sia, the BP spokesman said. Other
shareholders in BTC are the Azeri
state oil company Socar, which
owns 25%, Chevron Corp. and Cono-
coPhillips of the U.S., StatoilHydro
ASA of Norway, Italy’s Eni SpA and
France’s Total SA.

Light, sweet crude prices on the
the New York Mercantile Exchange
climbed to $120 a barrel following
the news of the fire on the pipeline,
but retreated as bearish sentiment
maintained its grip on price activity.
Lawrence Poole, analyst at Global In-
sight in London, said concerns
about weak demand were outweigh-
ing any bullish news.
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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.

2.68% 13 World -a % % 258.92 0.51% –13.8% 8.09% 6 Stoxx Select Dividend 30 1788.60 –0.25% –44.9% 2360.13 –0.69% –38.5%

2.68% 13 Stoxx Global 1800 218.40 0.51% –23.1% 251.49 0.07% –14.2% 5.32% 7 Euro Stoxx Select Div 30 2246.80 1.37% –33.0% 2976.07 0.92% –25.2%

3.44% 11 Stoxx 600 287.70 0.93% –24.5% 331.25 0.49% –15.8% 4.85% 15 U.S. Select Dividend -b % % 714.60 –1.00% –21.1%

3.52% 11 Stoxx Large 200 310.20 0.81% –23.8% 355.24 0.37% –14.9% 9.48% 11 Australia LPT -b, c 1600.60 4.50% –32.0% % %

2.93% 12 Stoxx Mid 200 256.00 1.47% –27.7% 293.20 1.03% –19.3% 3.18% 12 Sustainability 905.10 0.66% –23.3% 1178.28 0.22% –14.5%

3.23% 11 Stoxx Small 200 162.30 1.55% –27.9% 185.82 1.11% –19.6% 2.11% 14 Islamic Market -a % % 2156.07 0.72% –7.3%

2.33% 14 Stoxx Growth 1383.40 0.91% –19.6% 1876.28 0.47% –10.3% 2.44% 13 Islamic Market 100 1745.60 0.66% –17.7% 2303.39 0.22% –8.2%

4.49% 9 Stoxx Value 1294.80 0.95% –26.6% 1756.90 0.50% –18.0% 4.90% 9 Islamic Turkey -c 2897.90 –0.72% –4.3% % %

3.35% 10 Euro Stoxx 320.60 1.07% –23.6% 369.15 0.63% –14.7% 6.14% 18 Bahrain -c 233.20 0.08% 5.7% % %

3.43% 10 Euro Stoxx Large 200 344.20 1.01% –23.5% 393.84 0.57% –14.6% 2.01% 19 Wilshire 5000 % % 13014.25 –0.45% –13.5%

2.92% 12 Euro Stoxx Mid 200 290.00 1.16% –23.2% 331.79 0.71% –14.3% % DJ-AIG Commodity 172.60 –0.74% 2.9% 193.26 –1.18% 14.9%

3.01% 11 Euro Stoxx Small 200 177.10 1.96% –25.8% 202.48 1.51% –17.2% % Euro Currency 124.60 % 9.6% % %

*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 1.0990 2.1439 1.0381 0.1800 0.0465 0.2109 0.0101 0.3098 1.6946 0.2271 1.0507 ...

 Canada 1.0460 2.0405 0.9881 0.1713 0.0442 0.2007 0.0096 0.2949 1.6129 0.2162 ... 0.9518

 Denmark 4.8391 9.4399 4.5710 0.7927 0.2047 0.9287 0.0443 1.3643 7.4617 ... 4.6263 4.4031

 Euro 0.6485 1.2651 0.6126 0.1062 0.0274 0.1245 0.0059 0.1828 ... 0.1340 0.6200 0.5901

 Israel 3.5470 6.9193 3.3505 0.5810 0.1500 0.6807 0.0325 ... 5.4693 0.7330 3.3910 3.2274

 Japan 109.1300 212.8853 103.0841 17.8758 4.6164 20.9440 ... 30.7668 168.2730 22.5517 104.3308 99.2974

 Norway 5.2106 10.1645 4.9219 0.8535 0.2204 ... 0.0477 1.4690 8.0344 1.0768 4.9814 4.7411

 Russia 23.6396 46.1149 22.3299 3.8722 ... 4.5369 0.2166 6.6647 36.4511 4.8851 22.6000 21.5097

 Sweden 6.1049 11.9091 5.7667 ... 0.2582 1.1716 0.0559 1.7211 9.4135 1.2616 5.8364 5.5548

 Switzerland 1.0587 2.0652 ... 0.1734 0.0448 0.2032 0.0097 0.2985 1.6324 0.2188 1.0121 0.9633

 U.K. 0.5126 ... 0.4842 0.0840 0.0217 0.0984 0.0047 0.1445 0.7904 0.1059 0.4901 0.4664

 U.S. ... 1.9507 0.9446 0.1638 0.0423 0.1919 0.0092 0.2819 1.5419 0.2066 0.9560 0.9099

Source: Thomson Reuters via WSJ Market Data Group

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

WSJ.com

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

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

Corn (cents/bu.) CBOT 527.75 –17.25 –3.17% 799.25 258.50
Soybeans (cents/bu.) CBOT 1222.00 –47.00 –3.70 1,636.75 622.00
Wheat (cents/bu.) CBOT 790.75 –14.00 –1.74 1,284.25 430.00
Live cattle (cents/lb.) CME 108.550 1.650 1.54% 113.200 96.200
Cocoa ($/ton) ICE-US 2,785 41 1.49 3,273 1,845
Coffee (cents/lb.) ICE-US 137.90 –2.30 –1.64 176.05 120.75
Sugar (cents/lb.) ICE-US 14.19 0.26 1.87 15.43 9.72
Cotton (cents/lb.) ICE-US 69.56 0.53 0.77 98.45 59.20
Crude palm oil (ringgit/ton) MDEX 2,790.00 40 1.45 3,741 2,700
Cocoa (pounds/ton) LIFFE 1,484 14 0.95 1,748 931
Robusta coffee ($/ton) LIFFE 2,362 –62 –2.56 2,840 1,488

Copper (cents/lb.) COMEX 342.35 0.65 0.19 422.00 276.00
Gold ($/troy oz.) COMEX 883.00 –3.10 –0.35 1,048.00 437.00
Silver (cents/troy oz.) COMEX 1650.50 –6.70 –0.40 2,132.00 1,241.50
Aluminum ($/ton) LME 2,913.00 33.00 1.15 3,340.00 2,375.00
Tin ($/ton) LME 20,580.00 285.00 1.40 25,450 13,525
Copper ($/ton) LME 7,719.00 99.00 1.30 8,811.00 6,335.00
Lead ($/ton) LME 2,085.00 80.00 3.99 3,875.00 1,564.00
Zinc ($/ton) LME 1,756.00 2.00 0.11 3,405.00 1,754.00
Nickel ($/ton) LME 17,625 25 0.14 34,050 17,600

Crude oil ($/bbl.) NYMEX 118.58 –0.59 –0.50 147.90 66.86
Heating oil ($/gal.) NYMEX 3.2379 –0.0441 –1.34 4.1919 1.8600
RBOB gasoline ($/gal.) NYMEX 2.9493 –0.0071 –0.24 3.6503 1.9600
Natural gas ($/mmBtu) NYMEX 8.773 0.047 0.54 13.752 4.600
Brent crude ($/bbl.) ICE-EU 118.10 –0.99 –0.83 148.99 74.80
Gas oil ($/ton) ICE-EU 1,054.50 –17.25 –1.61 1,347.25 595.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Aug. 6
Per In

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

Argentina peso-a 4.6933 0.2131 3.0438 0.3285

Brazil real 2.4379 0.4102 1.5811 0.6325
Canada dollar 1.6129 0.6200 1.0460 0.9560

1-mo. forward 1.6137 0.6197 1.0465 0.9555
3-mos. forward 1.6148 0.6193 1.0472 0.9549
6-mos. forward 1.6150 0.6192 1.0474 0.9548

Chile peso 789.94 0.001266 512.30 0.001952
Colombia peso 2753.38 0.0003632 1785.65 0.0005600
Ecuador US dollar-f 1.5419 0.6485 1 1
Mexico peso-a 15.3574 0.0651 9.9598 0.1004
Peru sol 4.3098 0.2320 2.7950 0.3578
Uruguay peso-e 29.374 0.0340 19.050 0.0525
U.S. dollar 1.5419 0.6485 1 1
Venezuela bolivar 3311.03 0.000302 2147.30 0.000466

ASIA-PACIFIC
Australia dollar 1.6946 0.5901 1.0990 0.9099
China yuan 10.5597 0.0947 6.8483 0.1460
Hong Kong dollar 12.0351 0.0831 7.8051 0.1281
India rupee 64.808 0.0154 42.030 0.0238
Indonesia rupiah 13989 0.0000715 9073 0.0001102
Japan yen 168.27 0.005943 109.13 0.009163

1-mo. forward 167.98 0.005953 108.94 0.009179
3-mos. forward 167.35 0.005975 108.53 0.009214
6-mos. forward 166.35 0.006012 107.88 0.009270

Malaysia ringgit-c 5.0526 0.1979 3.2768 0.3052
New Zealand dollar 2.1414 0.4670 1.3888 0.7201
Pakistan rupee 111.252 0.0090 72.150 0.0139
Philippines peso 67.545 0.0148 43.805 0.0228
Singapore dollar 2.1311 0.4693 1.3821 0.7236
South Korea won 1566.31 0.0006384 1015.80 0.0009845
Taiwan dollar 47.413 0.02109 30.749 0.03252
Thailand baht 51.863 0.01928 33.635 0.02973

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

Euro zone euro 1 1 0.6485 1.5420
1-mo. forward 1.0016 0.9984 0.6496 1.5395
3-mos. forward 1.0049 0.9951 0.6517 1.5344
6-mos. forward 1.0094 0.9907 0.6546 1.5276

Czech Rep. koruna-b 23.973 0.0417 15.547 0.0643
Denmark krone 7.4617 0.1340 4.8391 0.2067
Hungary forint 235.48 0.004247 152.72 0.006548
Malta lira 0.4517 2.2139 0.2929 3.4137
Norway krone 8.0344 0.1245 5.2106 0.1919
Poland zloty 3.2377 0.3089 2.0998 0.4762
Russia ruble-d 36.451 0.02743 23.640 0.04230
Slovak Rep. koruna 30.3749 0.03292 19.6990 0.05076
Sweden krona 9.4135 0.1062 6.1049 0.1638
Switzerland franc 1.6324 0.6126 1.0587 0.9446

1-mo. forward 1.6319 0.6128 1.0583 0.9449
3-mos. forward 1.6310 0.6131 1.0578 0.9454
6-mos. forward 1.6293 0.6137 1.0567 0.9464

Turkey lira 1.7961 0.5567 1.1649 0.8585
U.K. pound 0.7904 1.2651 0.5126 1.9508

1-mo. forward 0.7922 1.2622 0.5138 1.9463
3-mos. forward 0.7959 1.2564 0.5162 1.9374
6-mos. forward 0.8008 1.2487 0.5193 1.9255

MIDDLE EAST/AFRICA
Bahrain dinar 0.5813 1.7202 0.3770 2.6525
Egypt pound-a 8.1831 0.1222 5.3070 0.1884
Israel shekel 5.4693 0.1828 3.5470 0.2819
Jordan dinar 1.0905 0.9170 0.7073 1.4139
Kuwait dinar 0.4108 2.4342 0.2664 3.7535
Lebanon pound 2324.49 0.0004302 1507.50 0.0006634
Saudi Arabia riyal 5.7829 0.1729 3.7504 0.2666
South Africa rand 11.4798 0.0871 7.4450 0.1343
United Arab dirham 5.6634 0.1766 3.6729 0.2723
SDR -f 0.9565 1.0455 0.6203 1.6121

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 600 287.66 2.65 0.93% –21.1% –24.5%

 10 DJ Stoxx 50 2918.30 19.44 0.67 –20.8% –23.7%

 10 Euro Zone DJ Euro Stoxx 320.57 3.41 1.08 –22.7% –23.6%

 10 DJ Euro Stoxx 50 3409.02 28.93 0.86 –22.5% –21.9%

 11 Austria ATX 3665.99 70.99 1.97 –18.8% –21.4%

 10 Belgium Bel-20 3124.04 75.58 2.48 –24.3% –27.7%

 13 Czech Republic PX 1459.6 17.3 1.20 –19.6% –19.3%

 14 Denmark OMX Copenhagen 390.60 5.16 1.34 –13.0% –19.2%

 12 Finland OMX Helsinki 8500.49 48.99 0.58 –26.7% –25.0%

 10 France CAC-40 4448.33 61.98 1.41 –20.8% –22.6%

 11 Germany DAX 6561.39 42.69 0.65 –18.7% –13.7%

 … Hungary BUX 21505.99 –232.06 –1.07% –18.0% –24.6%

 5 Ireland ISEQ 4500.30 84.27 1.91 –35.1% –49.4%

 9 Italy S&P/MIB 29014 261 0.91 –24.7% –28.6%

 6 Netherlands AEX 410.51 7.05 1.75 –20.4% –22.7%

 9 Norway All-Shares 471.99 6.88 1.48 –17.2% –16.0%

 17 Poland WIG 41437.13 –681.12 –1.62 –25.5% –32.4%

 11 Portugal PSI 20 8185.33 –108.44 –1.31 –37.1% –38.8%

 … Russia RTSI 1814.60 2.60 0.14% –20.8% –8.7%

 10 Spain IBEX 35 11774.4 23.0 0.20 –22.4% –21.5%

 15 Sweden OMX Stockholm 283.40 3.83 1.37 –19.5% –29.4%

 13 Switzerland SMI 7209.34 18.56 0.26 –15.0% –19.6%

 … Turkey ISE National 100 42075.85 –161.90 –0.38% –24.2% –19.2%

 9 U.K. FTSE 100 5486.1 31.6 0.58 –15.0% –14.2%

 13 ASIA-PACIFIC DJ Asia-Pacific 132.30 2.11 1.62 –16.3% –16.2%

 … Australia SPX/ASX 200 4969.1 148.7 3.08 –21.6% –18.6%

 … China CBN 600 21953.29 136.15 0.62 –47.0% –39.5%

 13 Hong Kong Hang Seng 21949.75 Closed –21.1% –2.6%

 16 India Sensex 15073.54 112.47 0.75 –25.7% –1.5%

 … Japan Nikkei Stock Average 13254.89 340.23 2.63 –13.4% –22.2%

 … Singapore Straits Times 2886.78 26.27 0.92 –16.7% –14.0%

 11 South Korea Kospi 1578.71 43.17 2.81 –16.8% –17.1%

 14 AMERICAS DJ Americas 335.09 0.37 0.11 –11.1% –11.5%

 … Brazil Bovespa 57705.96 1235.37 2.19 –9.7% 4.4%

 14 Mexico IPC 27183.73 193.54 0.72 –8.0% –11.9%

*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 5, 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* 342.81 1.36%–15.0% –12.8%

2.90% 14 World (Developed Markets) 1,360.74 1.65%–14.4% –13.1%

2.70% 15 World ex-EMU 156.87 1.59%–13.3% –12.9%

2.70% 14 World ex-UK 1,347.86 1.59%–14.0% –12.5%

3.70% 11 EAFE 1,871.35 0.97%–17.0% –16.0%

2.60% 13 Emerging Markets (EM) 999.50 –0.88%–19.8% –10.2%

4.20% 10 EUROPE 99.51 2.61%–21.9% –24.9%

4.30% 10 EMU 226.22 1.94%–19.1% –14.0%

4.10% 11 Europe ex-UK 108.86 2.48%–21.9% –23.5%

5.80% 8 Europe Value 113.58 3.33%–25.1% –30.5%

2.70% 14 Europe Growth 84.83 1.92%–18.8% –19.2%

3.40% 12 Europe Small Cap 168.58 1.82%–21.7% –33.6%

2.20% 10 EM Europe 361.55 –2.34%–24.8% –17.6%

4.60% 9 UK 1,618.82 2.65%–15.7% –14.9%

3.60% 12 Nordic Countries 160.90 1.92%–22.0% –25.8%

1.40% 10 Russia 1,111.23 –4.27%–26.0% –10.4%

3.10% 14 South Africa 656.49 2.07% –7.9% –5.8%

3.30% 13 AC ASIA PACIFIC EX-JAPAN 401.78 –1.88%–24.2% –16.9%

1.80% 15 Japan 787.08 0.01%–16.3% –27.2%

2.10% 16 China 60.69 –3.16%–28.9% –12.8%

1.10% 16 India 600.19 2.66%–29.8% –4.7%

2.00% 10 Korea 420.66 –0.51%–18.6% –18.8%

5.30% 11 Taiwan 262.07 –2.25%–21.5% –26.8%

2.10% 18 US BROAD MARKET 1,410.27 2.69%–11.6% –10.9%

1.50% 34 US Small Cap 1,850.61 2.30% –6.8% –8.8%

2.40% 13 EM LATIN AMERICA 4,104.91 1.05% –6.7% 7.9%

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

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

Commerzbank AG posted a 6.4%
rise in second-quarter net profit on
higher net interest income and a
Œ386 million ($597 million) tax gain,
but still took hits related to the glo-
bal financial crisis in its structured-
credit portfolio and commercial-real-
estate business. Net profit rose to
Œ817 million from Œ768 million a
year earlier, coming in above analyst
expectations of Œ343 million. De-
spite the profit increase, Germany’s
second-largest bank by market value
behind Deutsche Bank AG remained
cautious on the full-year outlook, re-
iterating that it “could be very diffi-
cult to reach the good result of the
previous year in 2008,” but saying it
remains committed to an adjusted af-
ter-tax return on equity of more
than 15% in 2010. Commerzbank has
done better in the global financial
crisis than many of its peers because
of a business model that focuses on
small and midsize companies and
commercial real estate.

By Paulo Prada

Antitrust regulators in the Euro-
pean Union cleared Delta Air Lines
Inc.’s planned acquisition of North-
west Airlines Corp., saying the carri-
ers’ plans to merge posed few
threats to the competitive land-
scape in the 27-member bloc or
across the Atlantic Ocean.

Though it was expected, the ap-
proval in Europe removes one of the
obstacles the two carriers must
pass before they can proceed with
their plan, announced in April, to
create the world’s biggest airline in
terms of passenger traffic.

The airlines still must get ap-
proval from their shareholders at
meetings in September and pass reg-
ulatory muster in the U.S. The Jus-
tice Department is reviewing thou-
sands of documents provided by the
airlines in response to its “second re-
quest” for data regarding the two
companies, their operations and
their plans to combine networks.
The second request, a move which
isn’t always made, signals a close ex-
amination.

The European Commission on
Wednesday said the proposed
merger “would not significantly im-
pede effective competition” be-
cause there is little overlap among
the cities served by the two airlines
in the U.S. and the destinations they
fly to in Europe. Both airlines are al-
ready members of SkyTeam, one of
three major international airline alli-
ances, and their routes and sched-
ules across the Atlantic “are mainly
complementary, as they have hubs
in different U.S. cities,” the commis-
sion said.

Delta, the third-biggest carrier
in the U.S., flies to 32 EU cities, more
than twice as many as Northwest.
Based in Atlanta, Delta also has
hubs in New York, Cincinnati and
Salt Lake City. Northwest, ranked
fifth in the U.S., is based in Eagan,
Minn., and has hubs in Minneapolis,
Detroit, Memphis and Tokyo, where
it operates connecting service on
many other Asian routes.

Regulators in the U.S. are still
weighing the impact a merger
would have on domestic competi-
tion, but few antitrust experts and
airline-industry executives expect
the proposed deal to get blocked.
The airlines have agreed to a time-
line with the Justice Department for
the remainder of the review and
have said they expect to receive ap-
proval soon. Richard Anderson, Del-
ta’s chief executive, said in a pre-
pared statement Wednesday that
the airlines “remain confident that
we will be able to finalize the
merger by the end of the year.”

Delta and Northwest already
cooperate on some routes in the
U.S. and, as members of SkyTeam,
recently received permission
from the Justice Department to
strengthen ties with their Euro-
pean partners in a manner that
would otherwise be considered
collusive. That permission will al-
low them to coordinate fares,
schedules and capacity on trans-
Atlantic routes as if the SkyTeam
members were a single airline.
The alliance’s European members
include Air France-KLM SA, Alita-
lia SpA and CSA Czech Airlines.

The EU continues to conduct a re-
view of SkyTeam activities within
Europe.

CORPORATE
NEWS

Hynix Semiconductor Inc.

Switzerland’s Numonyx BV and
South Korea’s Hynix Semiconduc-
tor Inc. signed a five-year agree-
ment to jointly develop NAND flash-
memory chips, which are widely
used in music players and digital
cameras. Financial terms of the
agreement weren’t disclosed. Num-
onyx and Hynix also plan to collabo-
rate on mobile dynamic random ac-
cess memory, or DRAM, chips used
in mobile phones. As part of the
deal, Hynix will supply mobile
DRAM chips “in large quantities”
to Numonyx, said Hynix spokes-
woman Seong Ae Park. “Numonyx
will become one of our big clients
for more profitable mobile DRAM
chips,” she said.

Standard Life PLC

U.K. insurer Standard Life PLC
nearly tripled its net profit, fueled
by growth in its U.K. life and pen-
sions business, while Old Mutual
PLC posted a 14% rise in profit but
said it had to inject capital into its
U.S. business after underestimating
the current market turmoil. Stan-
dard Life’s net profit rose to £161 mil-
lion ($315 million) in the six months
ended June 30, from £57 million a
year earlier. However, the company
also suffered a large loss in the value
of its investments. Standard Life’s
long-term investment variances—a
measure of the health of its invest-
ments—showed a loss of £516 mil-
lion, as opposed to a gain of £31 mil-
lion a year earlier. Other major insur-
ers such as Aviva PLC and Pruden-
tial PLC posted half-year net losses
as volatile markets led to deep cuts
in the value of their investments.

Munich Re

Munich Re, one of the world’s
largest reinsurers, said net profit
fell 47% in the second quarter, with
declining market prices pressuring
the reinsurer’s investment portfo-
lio. Net fell to Œ599 million ($926.2
million) from Œ1.14 billion a year ear-
lier. Munich Re said write-downs of
equities and equity-based deriva-
tives resulted in a net burden of
Œ591 million for the second quarter
and Œ992 million for the first half of
2008. European insurers have
avoided much of the turmoil suf-
fered by their U.S. counterparts, as
those in Europe generally shun the
riskiest of bond holdings and invest
instead in government-guaranteed
securities and equities to boost re-
turns. But the weaker equity mar-
kets are nevertheless putting a dent
into sector earnings.

Daimler AG

Daimler AG’s Mercedes-Benz
Cars unit said that sales were up 1.4%
on the year in July at 105,100. A 26%
rise at the Smart minicar brand more
than offset a 1.1% fall for the Mer-
cedes-Benz brand. In a separate state-
ment, the company said it will cut pro-
duction by 45,000 Mercedes-Benz ve-
hicles this year, which followed re-
marks made by Chief Executive Di-
eter Zetsche last month on plans to re-
duce output. The move mirrors cut-
backs at the world’s best-selling pre-
mium auto maker BMW AG. Last
week, BMW said it will reduce produc-
tion by up to 25,000 cars this year.
Also on Wednesday, German rival
Audi AG posted a 2.5% on-year sales
rise, to 83,200 cars in July, driven by
demand in Asia and Eastern Europe.

LVMH

Luxury brand Cartier is suing
fashion house Donna Karan Interna-
tional Inc., a division of LVMH Moët
Hennessy Louis Vuitton SA, alleg-
ing a line of watches infringes on
the trademark for its Tank watches.
The lawsuit, filed in U.S. District
Court in Manhattan, claims Donna
Karan previously sold watches us-
ing the Tank trademark in 2001, but
stopped in 2002 after Cartier ob-
jected. As of Tuesday evening,
DKNY was selling a rectangular-
faced “Tank” watch on its Web site
for $115. Cartier is a brand of Swit-
zerland’s Cie. Financière Rich-
emonßt SA. A Donna Karan spokes-
woman didn’t immediately have a
comment.

Cathay Pacific Airways Ltd.

Cathay Pacific Airways Ltd.
posted a first-half net loss for the
first time since the SARS crisis in
2003, as soaring fuel prices more
than offset an increase in passenger
revenue amid strong demand. The
airline said its return to profitabil-
ity will depend on whether higher
air fares and surcharges can match
the increase in fuel costs, even as de-
mand remains robust. “The dra-
matic change to our fortune is down
to one factor: the relentless rise in
the price of fuel,” said Cathay Pa-
cific Chairman Christopher Pratt.
The Hong Kong-based airline re-
ported a net loss of 663 million
Hong Kong dollars (US$85 million),
compared with net profit of
HK$2.58 billion a year earlier. Reve-
nue rose 23% to HK$42.45 billion
from HK$34.63 billion.

Creative Technology Ltd.

Creative Technology Ltd.’s net
loss for the fiscal fourth quarter wid-
ened, hampered by restructuring
charges and a revenue fall. Creative
reported a net loss of $31.7 million
for the quarter ended June 30, com-
pared with a $19.3 million net loss a
year earlier. The Singapore-based
manufacturer of consumer-elec-
tronic devices took a restructuring
charge of $11.7 million. Creative
forecasts revenue for the current
quarter ending Sept. 30 to be lower
than the year-earlier period be-
cause of adverse macroeconomic
conditions that it expects to con-
tinue through the fiscal second
quarter. Revenue for the fourth
quarter fell 16% to $139.5 million
from $165.2 million a year earlier.

Eurasian Natural Resources Corp.

Eurasian Natural Resources
Corp. reported an increase in second-
quarter alloy and iron-ore produc-
tion, as ore grades were mostly con-
sistent. The London-listed miner,
which focuses on Kazakhstan, said
production of ferroalloys, used in
making steel, climbed 2.5% to
374,000 metric tons from 365,000
tons a year earlier. Including produc-
tion from ENRC’s stake in Russia’s
Serov group, which it bought in
April, ferroalloy production was up
21% to 443,000 tons. Iron-ore pro-
duction rose 6.1% to 10.7 million
tons, while alumina and bauxite pro-
duction rose 4.7% and 7.1%, respec-
tively. Eurasian said in the second
half ferrochrome production vol-
ume is expected to increase with its
acquisition of a 50% stake in the
Tuoli ferroalloy plant in China.

GLOBAL BUSINESS BRIEFS

Henkel AG & Co.

Restructuring charges help
sink 2nd-quarter profit 84%

German consumer-goods pro-
ducer Henkel AG & Co. said its sec-
ond-quarter net profit dropped
84%, pulled down by restructuring
charges and higher interest pay-
ments. Net profit fell to Œ38 million
($58.8 million) from Œ234 million a
year earlier, even though revenue
was up 11% to Œ3.67 billion. The drop
in profit was largely because of re-
structuring charges of Œ256 million
from the integration of recent acqui-
sition National Starch, and Henkel’s
global cost-cutting program. Hen-
kel said it will increase product
prices in the second half by 5% to
10% and widened its range for full-
year sales growth. The company
said it now expects full-year organic
revenue growth, which strips out ex-
change-rate fluctuations as well as
acquisitions and divestments, of 3%
to 5%, up from a previously forecast
growth of between 3% and 4%.

Nikon Corp.

Nikon Corp. said net profit fell
23% in its fiscal first quarter as an in-
crease in costs wiped out robust
sales of its high-end digital cam-
eras. The Tokyo supplier of preci-
sion equipment and maker of scan-
ners and microscopes, said net
profit for the quarter ended June 30
fell to 17.95 billion yen ($165.8 mil-
lion) from 23.45 billion yen a year
earlier. Revenue rose 6.4% to 237.9
billion yen from 223.5 billion yen, de-
spite a strong yen that has crimped
many Japanese technology export-
ers, including digital-camera rival
Canon Inc. Revenue in Nikon’s cam-
era division rose 14% to 165.2 billion
yen, boosted by strong sales of sin-
gle-lens-reflex digital cameras.
Amid the revenue gain, Nikon left
unchanged its forecast for full-year
earnings at 78 billion yen.

NTT Corp.

Nippon Telegraph & Telephone
Corp. said net profit grew 17% in the
April-June quarter, lifted by lower
mobile telephone marketing costs
and strong system integration oper-
ations. Japan’s largest telecommuni-
cation carrier said net rose to 175.53
billion yen ($1.62 billion) from
150.39 billion yen a year earlier. Rev-
enue was up 0.3% at 2.594 trillion
yen. Operating profit rose 24% to
372.06 billion yen. NTT benefited
most from selling mobile phone
handsets with installment payment
plans at unit NTT DoCoMo Inc. At
the end of June, NTT had 14.03 mil-
lion broadband users, up from 11.98
million a year earlier.

SembCorp Industries Ltd.

SembCorp Industries Ltd. said
its second-quarter net profit rose
6.6% from a year earlier due to
strength in its rig and utilities busi-
nesses, but it said full-year projec-
tions are at risk because of uncer-
tain global conditions. Net profit
was 138.2 million Singapore dollars
(US$100.1 million), up from
S$129.6 million. Revenue was
S$2.58 billion, up from S$2 billion.
The company said it expects full-
year net profit to be similar to that
of 2007 before exceptional items
and a tax write-back. “However, the
challenging global economic and fi-
nancial environment creates uncer-
tainty that may affect our forecast,”
it said.

A2A SpA

A2A SpA, Italy’s biggest munici-
pal utility by revenue, said first-half
net profit fell 34%, more than ex-
pected, compared with pro forma
figures for 2007, due to higher
taxes, costs and financial charges.
A2A, which was formed in January
by the merger of AEM SpA and ASM
SpA, said net profit was Œ159 mil-
lion ($245.9 million) compared with
a pro forma Œ241 million. Revenue
was 23% higher at Œ2.99 billion com-
pared with the pro forma Œ2.42 bil-
lion a year ago. Analysts had ex-
pected an average net profit of
Œ209.6 million for the first half, with
earnings before interest, taxes, de-
preciation and amortization, or
Ebitda, of Œ513.3 million, according
to a survey of seven analysts polled
by Dow Jones Newswires. First-half
Ebitda, the figure closely watched
by analysts, was Œ527 million com-
pared with pro forma Œ504 million
in the equivalent 2007 period.

—Compiled from staff
and wire service reports.

EU regulators
clear Delta deal
with Northwest

Prague Stock Exchange

The Prague Stock Exchange, an
electronic equities and electricity
trading platform, is likely to be sold
in a matter of months, the ex-
change’s shareholders and execu-
tives said. Investors recognize the
trend of consolidation among ex-
changes world-wide, the exchange’s
spokesman Jiri Kovarik said. The
most likely buyer would be global or
regional exchanges, or financial in-
vestors, he said. Komercni Banka,
majority owned by France’s Société
Générale SA, holds an 11.5% stake in
the exchange and said it is ready to
sell. A spokeswoman at Austria’s Er-
ste Bank AG, which via its Czech
unit Ceska Sporitelna AS holds a
15% stake in the exchange, also con-
firmed its interest in selling. Sev-
eral regional exchanges have ex-
pressed interest in teaming up with,
or taking over, the Prague exchange.

Publicis Groupe SA

In its latest attempt to tap into
the dollars flowing to digital market-
ing, Publicis Groupe SA is buying
Performics, the search-marketing
agency owned by Google Inc. Terms
of the deal weren’t disclosed. Perfor-
mics, a 200-employee firm based in
Chicago, was part of Internet ad-ser-
vices company DoubleClick, which
Google bought last year for $3.2 bil-
lion. Performics’s clients include
Hewlett-Packard Co. and UAL
Corp.’s United Airlines. Rumors that
Google would unload the division
have been circling since the Double-
Click acquisition because of con-
flict-of-interest issues: Because Goo-
gle dominates the search-ad market
globally, it has been criticized for
owning a search-marketing firm
that works to improve results on
Google’s own search engine.

Guests and clients of 320 leading
hotels and car rental agencies
receive The Wall Street Journal

Europe daily, courtesy of

addictlab.com
global creative think tank

TM

Executive Travel Program

T H E WA L L ST R E ET JOU R NA L . THURSDAY, AUGUST 7, 2008 7

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 23.30 $30.87 –0.18 –0.58%
Alcoa AA 10.10 32.17 0.34 1.07%
AmExpress AXP 13.20 37.99 –0.73 –1.89%
AmIntlGp AIG 33.10 29.09 –0.80 –2.68%
BankAm BAC 54.10 33.45 –0.13 –0.39%
Boeing BA 6.10 65.40 0.20 0.31%
Caterpillar CAT 7.20 70.51 2.33 3.42%
Chevron CVX 16.40 84.56 2.07 2.51%
Citigroup C 62.50 19.70 –0.22 –1.10%
CocaCola KO 9.70 55.36 0.45 0.82%
Disney DIS 12.50 31.42 0.11 0.35%
DuPont DD 4.30 44.01 0.08 0.18%
ExxonMobil XOM 28.80 78.33 –0.02 –0.03%
GenElec GE 36.30 29.00 –0.25 –0.85%
GenMotor GM 32.80 10.25 –0.44 –4.12%
HewlettPk HPQ 10.00 45.15 0.15 0.33%
HomeDpt HD 14.00 24.90 0.01 0.04%
Intel INTC 43.00 22.80 –0.22 –0.96%
IBM IBM 5.90 129.16 0.29 0.23%
JPMorgChas JPM 32.10 41.39 –0.50 –1.19%
JohnsJohns JNJ 17.30 71.07 0.62 0.88%
McDonalds MCD 9.40 62.14 –0.19 –0.30%
Merck MRK 12.80 35.30 0.60 1.73%
Microsoft MSFT 90.10 27.02 0.81 3.09%
Pfizer PFE 39.30 19.43 –0.28 –1.42%
ProctGamb PG 12.30 67.77 –0.20 –0.29%
3M MMM 3.70 71.81 –0.07 –0.10%
UnitedTech UTX 6.40 66.55 1.01 1.54%
Verizon VZ 12.10 34.24 –0.31 –0.90%
WalMart WMT 23.30 60.76 0.42 0.70%

Dow Jones Industrial AverageP/E: nil
LAST: 11656.07 s 40.30, or 0.35%

YEAR TO DATE: t 1,608.75, or 12.1%

OVER 52 WEEKS t 2,001.79, or 14.7%

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

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

Calyon $183 9.5% 14% 24% 29% 32%

JPMorgan 156 8.1% 47% 7% 44% 2%

SG Corp & Investment Banking 133 6.9% 1% 29% 27% 43%

BNP Paribas 132 6.8% 1% 33% 34% 31%

Morgan Stanley 129 6.7% 66% 4% 29% 1%

RBS 118 6.1% 4% 27% 8% 61%

Goldman Sachs 101 5.3% …% 1% 99% …%

Merrill Lynch 85 4.4% 21% 21% 58% …%

HSBC 75 3.9% 14% 25% 24% 37%

Source: Dealogic

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

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

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

Kaupthing banki  "1,010" –41 –20 152 Svenska Handelsbanken  59 2 3 –2

Seat Pagine Gialle  987 –31 131 126 SABMiller 102 2 3 –3

Norske Skogindustrier  "1,221" –18 60 127 Rentokil Initial 1927  117 3 11 62

Contl  248 –18 –1 –51 Grohe Hldg Gmbh 921 3 45 9

HeidelbergCement  303 –18 –12 7 FKI  143 4 –7 –43

Societe Air France 251 –16 3 –45 Danske Bk  65 4 9 3

ITV 332 –16 32 –23 Ld Secs  262 6 –1 22

UPM Kymmene  351 –15 7 –9 Adecco  127 17 23 20

Landsbanki Is  707 –15 4 121 TNT N.V. 114 20 25 23

Schneider Elec 94 –14 –19 –20 ProSiebenSat 1 Media 716 27 60 149

Source: Markit Group

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

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

BNP Paribas S.A. France Banks $90.9 65.06 5.15% –23.9% 7.4%

UBS Switzerland Banks 60.5 21.84 3.70 –64.0 –52.8

Daimler Germany Automobiles 59.5 40.01 3.17 –38.0 –5.1

Anglo Amer U.K. General Mining 72.8 27.79 3.16 –2.3 85.0

Soc. Generale France Banks 60.3 67.02 2.95 –46.7 –20.2

Lloyds TSB Grp U.K. Banks $34.6 3.14 –3.16% –44.4 –33.7

Novartis Switzerland Pharmaceuticals 153.6 61.50 –3.07 –7.9 –2.6

GDF Suez France Multiutilities 127.4 37.70 –2.53 10.6 ...

Roche Hldg Part. Cert. Switzerland Pharmaceuticals 126.8 191.00 –2.30 –11.2 6.8

E.ON Germany Multiutilities 123.3 39.96 –1.33 2.5 58.3

...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

ArcelorMittal 121.8 54.52 2.69% 18.7% ...
Luxembourg (Iron & Steel)
Rio Tinto 101.7 48.65 2.42 46.3 139.4%
U.K. (General Mining)
Fortis 33.3 9.81 2.40 –58.7 –52.0
Netherlands (Banks)
BHP Billiton 68.2 15.50 2.38 9.9 83.0
U.K. (General Mining)
ING Groep 77.2 22.48 2.18 –29.8 –10.4
Netherlands (Life Insurance)
Koninklijke Philips Elec 37.4 22.42 2.05 –23.1 1.7
Netherlands (Consumer Electronics)
Credit Suisse Grp 61.7 55.60 2.02 –35.1 3.0
Switzerland (Banks)
Unilever 48.3 18.28 1.98 –17.7 –3.6
Netherlands (Food Products)
BP 210.7 5.21 1.76 –6.6 –20.3
U.K. (Integrated Oil & Gas)
AXA S.A. 64.8 20.38 1.67 –32.2 –9.3
France (Full Line Insurance)
SAP 72.8 37.86 1.66 –5.4 6.5
Germany (Software)
Royal Bk of Scot 73.8 2.34 1.63 –54.4 –49.0
U.K. (Banks)
BT Grp 28.8 1.76 1.44 –44.7 –20.8
U.K. (Fixed Line Telecom)
Deutsche Bk 50.7 62.01 1.34 –39.6 –13.9
Germany (Banks)
Total S.A. 177.8 48.05 1.20 –14.1 –8.2
France (Integrated Oil & Gas)
Siemens 111.4 79.00 1.19 –16.4 22.4
Germany (Electronic Equipment)
ENI 131.0 21.21 1.14 –17.0 –11.8
Italy (Integrated Oil & Gas)
GlaxoSmithKline 143.8 12.62 1.04 –3.0 –4.9
U.K. (Pharmaceuticals)
Diageo 51.9 9.39 0.91 –9.3 19.9
U.K. (Distillers & Vintners)
Banco Bilbao Viz 68.4 11.84 0.85 –35.0 –15.7
Spain (Banks)

Royal Dutch Shell 123.1 22.49 0.76% –20.0% –16.8%
U.K. (Integrated Oil & Gas)
Nestle S.A. 175.1 47.16 0.73 0.9 30.9
Switzerland (Food Products)
Nokia 105.7 18.04 0.61 –19.8 33.9
Finland (Telecom Equipment)
Banca Intesa 70.3 3.85 0.52 –32.8 –5.0
Italy (Banks)
Assicurazioni Gen 50.0 23.02 0.44 –24.7 –6.0
Italy (Full Line Insurance)
Deutsche Telekom 76.4 11.36 0.40 –13.1 –31.0
Germany (Mobile Telecom)
Tesco 59.4 3.88 0.13 –10.1 17.6
U.K. (Food Retailers & Wholesalers)
Telefonica S.A. 123.9 16.83 0.12 –6.5 23.2
Spain (Fixed Line Telecom)
BASF 58.3 39.97 0.10 –15.3 35.7
Germany (Commodity Chemicals)
UniCredit 81.5 3.96 0.06 –38.1 –14.3
Italy (Banks)
Sanofi-Aventis S.A. 94.9 46.80 0.02 –23.7 –34.8
France (Pharmaceuticals)
Banco Santander 118.4 12.28 ... –12.7 21.1
Spain (Banks)
Barclays 57.4 3.69 –0.07 –46.8 –35.7
U.K. (Banks)
Vodafone Grp 160.4 1.41 –0.21 –13.3 –3.9
U.K. (Mobile Telecom)
Astrazeneca 72.2 25.43 –0.24 1.0 –1.8
U.K. (Pharmaceuticals)
L.M. Ericsson Tel B 32.7 67.30 –0.30 –47.9 –50.9
Sweden (Telecom Equipment)
HSBC Hldgs 199.3 8.51 –0.53 –7.2 –7.8
U.K. (Banks)
France Telecom 82.1 20.37 –0.78 –2.6 –20.4
France (Fixed Line Telecom)
Allianz SE 78.8 112.98 –0.94 –30.0 2.6
Germany (Full Line Insurance)
HBOS 34.1 3.33 –0.97 –65.3 –63.1
U.K. (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 -0.29% -2.37% -1.8% -8.2% -7.3%
Merger Arbitrage -0.14% 0.47% 1.3% 0.3% 3.6%
Event Driven -0.29% -1.28% -4.0% -2.5% -2.0%
Distressed Securities -0.52% -0.85% -3.0% -7.3% -10.4%
Equity Market Neutral -1.30% -2.50% -0.1% -1.0% 0.5%
Equity Long/Short -1.40% -3.39% -1.5% -3.3% 4.7%

*Estimates as of 08/05/08, 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 0.93 103.05% 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 5.38 104.02 0.07 5.96 4.00 4.94

Asia ex-Japan IG: 9/1 1.39 104.70 0.03 2.10 0.85 1.34

Japan: 9/1 1.13 104.91 0.02 1.61 0.65 1.08

 Note: Data as of August 5

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

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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EU companies that cut
emissions will get leeway

U.S. commander in Iraq
offers aid to the military

E
UROPEAN companies
will be able to gain a
permit to pollute at

home if they invest in
projects that cut greenhouse-
gas emissions elsewhere in
the world by December, the
European Commission said.

Businesses in the Euro-
pean Union, such as power-
generation companies and
steelmakers, will be able to
support carbon-dioxide-re-

duction projects in developing countries in return
for credits in the EU’s carbon-trading program, the
commission said.

They can sell on these permits if they don’t need
them—giving them a financial incentive to become
cleaner. —Associated Press

J
APAN’S CABINET Office
cut its assessment of the
coincident index in June

to “worsening,” a preliminary
judgment that the economy
is very likely in recession.

The coincident index,
which gauges the state of the
economy, stood at 33.3 in
June, below the boom-or-
bust threshold of 50. “Judg-
ing from the indexes of busi-
ness conditions, the Cabinet

Office believes there is a high chance the economy is
in a recession,” a government official said. The Cabi-
net Office’s view is in line with those of analysts at pri-
vate think tanks, who have been saying for weeks that
Japan’s long-running economic expansion ended in
the fourth quarter of last year.  —Takashi Mochizuki

South Africans strike in protest over prices
Tens of thousands
stay home, hurting
mining, production

T
HE TOP U.S.
military com-
mander in Iraq,

Gen. David Petraeus,
met with officials in
Lebanon to discuss
American aid to the
country’s army and
political cooperation.

The commander,
above, far left, whose visit was unannounced, met
with President Michel Suleiman, above right, him-
self a former army chief, and the two discussed U.S.
assistance to the Lebanese army, including equip-
ment and training, according to a statement from
Mr. Suleiman’s office.

The U.S. has sharply increased its military aid to
Lebanon since the 2006 war between Hezbollah and
Israel. —Associated Press
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By Zahid Hussain

ISLAMABAD, Pakistan—Political
tensions rose in Pakistan as Presi-
dent Pervez Musharraf sent mixed
signals over whether he would at-
tend the opening ceremony of the
Beijing Olympics and his opponents
in the ruling coalition drew closer to
an agreement to begin impeach-
ment proceedings against him.

Late Wednesday, Pakistan’s for-
eign ministry issued a statement
saying Mr. Musharraf would go to
China, citing the friendly relations
between the two countries. Earlier
in the day, a ministry spokesman
had said the trip was off but didn’t
give a reason. While the flip-flop
may have been merely the result of a
bureaucratic error, it added to the

sense of uncertainty surrounding
Mr. Musharraf’s future.

Meanwhile, talks among the presi-
dent’s opponents that started Tues-
day continued Wednesday.
The talks, headed by Asif Ali
Zardari, chairman of the Pa-
kistan People’s Party, and
Nawaz Sharif, head of the Pa-
kistan Muslim League (N),
have been inconclusive.

But coalition leaders
said the two sides have
reached a broad agreement
to try to dispense with the
president, who has been
sidelined from political
power since democratic
elections earlier this year in-
stalled a new government. The PPP
is the leader of the ruling coalition;

the Pakistan Muslim League, which
earlier withdrew its members from
the cabinet, continues to support
the government.

Though analysts see
the outcome of any im-
peachment move as uncer-
tain, they say it could in-
crease political disarray in
the country, possibly forc-
ing the army to intervene,
even though the army’s
leadership so far has kept
out of the fray.

The political uncer-
tainty has badly affected
the economy, with infla-
tion soaring. Investors har-
bor doubts about whether

the civilian coalition government
can arrest the decline. The rupee

slipped closer to record lows
Wednesday, closing at 72.50 to the
dollar. The Karachi Stock Ex-
change’s benchmark index ended
3.6% lower. The government also is
struggling against a growing Islam-
ist insurgency.

The talks between the two larg-
est parties have centered on Mr.
Musharraf’s possible removal from
office and the restoration of Su-
preme Court judges who were dis-
missed by Mr. Musharraf in Novem-
ber during a brief period of emer-
gency rule. In all, Mr. Musharraf
sacked 60 judges from the top court
and lower courts. These two issues
have overshadowed the four-month-
old coalition government.

A senior member of the ruling co-
alition said Mr. Zardari and Mr.

Sharif have agreed in principle to
draw up a joint charge sheet against
the president. It would leave Mr.
Musharraf with the option of defend-
ing himself before Parliament or quit-
ting before the impeachment vote.

Khawaja Asif, a spokesman for
Mr. Sharif, said the coalition parties
have the required two-thirds major-
ity in Parliament to remove the pres-
ident. “We have the sufficient num-
bers” he said.

But the president’s supporters
denied the claim. Chaudhry Pervez
Elahi, leader of the opposition and a
Musharraf loyalist, said the presi-
dent has no intention of quitting
and is confident efforts to remove
him will founder. “The impeach-
ment move will fail,” he said.

Anxiety grows in Pakistan amid effort to oust Musharraf

By Sarah Childress

T ENS OF THOUSANDS of
South African workers
stayed home from their jobs

Wednesday, hitting the country’s
main economic drivers—mining
and manufacturing—in a protest
against rising food and electricity
prices and tapping a national senti-
ment that the government has
failed to offer relief amid a grow-
ing global crisis.

The action is the latest in a
string of protests across sub-Sa-
haran Africa and world-wide as
people, frustrated by rising food
and fuel prices, take to the streets.
In recent months, people in poor
South African townships have at-
tacked immigrants and burned
their homes, blaming them for driv-
ing up unemployment and taking
advantage of government aid.

The strike underscores a grow-
ing frustration among poor South
Africans that the government, and
in particular President Thabo

Mbeki, is out of touch and unable
or unwilling to address their
needs. That sentiment has ele-
vated Mr. Mbeki’s populist rival, Ja-
cob Zuma, in recent months.
Elected in December to head the
country’s ruling party, Mr. Zuma is
now a favorite to be elected presi-
dent of South Africa in 2009.

The immediate economic im-
pact of Wednesday’s strike was dif-
ficult to measure, but analysts esti-
mate that as much as 200 million
rand (about $27 million) in reve-
nue could have been lost. The
strike was among the largest
worker mass actions in South Af-
rica in years. Pat Craven, the na-
tional spokesman for the Congress
of South African Trade Unions,
which organized the action, said
most of its 1.8 million members par-
ticipated, as well as some workers
outside the group.

Most who stayed home were em-
ployed in the mines and in factories
that manufacture cars, clothing and
other goods. In the major cities, the
transport system also stalled, strand-
ing workers without cars whether or
not they wanted to clock in.

“People are fed up with the in-
creased cost of living, and they
want something to be done about
it,” Mr. Craven said.

Themba Maseko, a government
spokesman, said, “This strike was
something that we could least af-
ford as a country when we need to
make sure that our economy can
withstand these global chal-
lenges.” Mr. Maseko said the gov-
ernment was well aware of the
strikers’ complaints and formed a

task force several weeks ago to
help poor South Africans cope
with the food and energy crunch.

In addition to the global food
and energy problems, South Africa
was hit this year by a major elec-
tricity shortage. Poor planning and
outdated infrastructure had left its
power grid crumbling in recent

years as the economy boomed. To
curb demand, the state-owned
power company, Eskom, this sum-
mer introduced a 27.5% tariff in-
crease on electricity.

Mr. Craven said the strike’s aim
was to compel the government to
withdraw the tariff and guarantee
jobs wouldn’t be lost because of
the current crisis.

Several retailers closed, fear-
ing disruption from the strike, and
at least three major automotive
plants shut down. The hardest-hit
were the major mining companies,
South Africa’s main economic
driver. AngloGold Ashanti Ltd.,
the country’s largest gold pro-
ducer, was among several compa-
nies forced to suspend the day’s op-
erations.

Keith Brebnor, chief executive
of the Johannesburg Chamber of
Commerce and Industry, said the
mass action could damage South
Africa’s reputation as an exporter
and manufacturer at a time when it
is working to stand out as a global
player. “The cost of those dents on
your image are hard to calculate,
but they’re huge,” Mr. Brebnor
said.
 —Robb M. Stewart

contributed to this article.
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Members of the Congress of South African Trade Unions march through the
streets of Cape Town on Wednesday to protest high food, fuel and electricity prices.
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Credit Suisse names chief
of U.K., Ireland asset group

— NOTICE TO READERS —

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

F&C operating profit
falls 50% on expenses
Net profit declines
by more than half;
outflows continue

By Phil Craig

London-based property giant
Liberty International PLC reported
a fall in the value of its portfolio,
now valued at £7.98 billion ($15.6 bil-
lion), during the first half of the
year and predicted the U.K. prop-
erty market will continue to strug-
gle after months of falling invest-
ment returns in the sector.

Patrick Burgess, chairman of Lib-
erty, said the 7.4% fall in its invest-
ment-property valuations was al-
most entirely driven by falls in the
value of the properties themselves,
rather than changes in rental val-
ues. As a result of the falls, the com-
pany’s net asset value per share has
declined to £10.95 from £12.64.

In Wednesday’s interim-results
statement, Mr. Burgess said, “The
property cycle has to run its course
with excesses of the boom years to
be purged from the system. Prop-
erty values are unlikely to recover
until stability returns to the bank-
ing sector, and therefore we con-
sider the process of falling property
values is not yet complete.”

Liberty swung to a net loss of
£426.6 million for the six months
ended June 30, compared with a net
profit of £499.5 million in the same
period the year before. Liberty said
£4.5 million of bad debts because of
clients going bankrupt, interest

charges on recent investments in
Earls Court and Olympia in London
and others overseas and administra-
tion expenses on development activ-
ities and internal reorganization all
contributed to the fall in profits. It
maintained its dividend at
16.5 pence.

“Nonexistent rental growth,
the emergence of £4.5 million of
bad-debt provisions, develop-

ments being put on hold and a cau-
tious statement point to a long
road to any recovery,” said Alan
Carter, head of European real-es-
tate sales at Citigroup. “The yield
on the portfolio is too low, the
shares are too high.”

The news comes as U.K. property
markets continue to struggle with
falling valuations and limited fi-
nance available from banks strug-
gling with the impact of the credit
crunch.

Liberty’s shares closed in Lon-
don down 7.2% at 900 pence.

Market woes drop value
of Liberty portfolio 7.4%

Investment firms fund clean energy

www.efinancialnews.com

By Johanna Symmons

Credit Suisse Group has ap-
pointed a chief executive of its as-
set-management business in the
U.K. and Ireland—a newly created
role—as the group moves to bol-
ster its regional management
teams.

David Norman is joining from
Morley Fund Management, the U.K.
funds arm of insurer Aviva PLC. At
Morley, Mr. Norman was a director
and head of marketing and prod-
ucts, having previously worked at
Insight Investments and Isis Asset
Management.

In his new role, Mr. Norman
will be responsible for Credit
Suisse’s asset-management busi-

ness in the U.K. and Ireland. He
will report directly to JC Perrig,
head of Europe, the Middle East
and Africa for Credit Suisse’s
funds business.

Net profits at the asset-manage-
ment business of the Swiss bank

fell 45% in the second quarter from
the same period a year earlier to
167 million Swiss francs ($158.5
million), as investors withdrew
money.

However, assets under manage-
ment held steady in the course of
the three months at 605 billion
francs, as outflows from institu-
tional pension-fund clients and
from multi-asset-class mandates
were offset by new money coming
into alternative funds and money-
market products.

By William Hutchings

F&C Asset Management PLC
said first-half operating profit fell
about 50% on costs to build the
fund manager’s business, which it
said will “take off soon.”

Operating profit dropped to £5.3
million ($10.4 million) from £11.7
million in the first half of last year,
mostly as operating expenses rose
to £88.9 million from £83.7 million.
Net profit fell to £3.3 million from
£7 million a year earlier, the London
firm said.

Chief Executive Alain Grisay
said F&C’s products had earned a
record 27 “buy” ratings from invest-
ment consultants, with some funds
being recommended by more than

one consultant.
“This has shot up to a level we

have never seen before; it is a multi-
ple of what it was a few years ago,”
Mr. Grisay said. “In other words,
once the corporate uncertainty is
cleared up, the business will take
off.”

F&C blamed higher costs on de-
velopment of operational and sup-
port functions, including the open-
ing of new offices and hiring. It also
incurred £2.1 million of expenses to
cut 40 jobs. F&C now employs 877
people.

The company posted a first-half
net outflow of £4 billion from as-
sets under management, mainly
from institutional clients, followed
by insurance clients. F&C has re-
corded net outflows each year since
2003. The latest net outflow con-
tributed to a 7% fall in assets under
management to £96.5 billion from
£103.6 billion at the start of the
year. Revenue fell about 1% to £117.9
million.

Mr. Grisay said the fees F&C had
charged on the assets it lost were
less than those charged on the as-
sets gained. That increased the aver-
age net fee rate to 23.3 basis points,
or hundredths of a percentage
point,from 22.5 basis points.

The company’s shares fell al-
most 1%, to 103 pence, in London af-
ter the announcement. Friends
Provident PLC, F&C’s controlling
shareholder, has sought to sell its
52% stake in the firm since January.

The news comes
as U.K. property
markets continue
to struggle.

By Oliver Smiddy

The clean-energy sector has re-
ceived a surge in investment from
venture-capital and private-equity
firms this year.

The sector attracted $2.6 billion
in investments from buyout groups
and venture capital firms in the first
quarter, and $5.8 billion in the sec-
ond, according to data from special-
ist clean-energy research group
New Energy Finance.

The combined global total of
$8.4 billion in the first half this year
is a 17% increase from the $7.2 bil-
lion invested in the sector a year ear-

lier and a 65% increase from the
equivalent period in 2006.

The increase was driven by
$2.5 billion of investment from pri-
vate-equity groups. First Reserve
Corp., an energy sector-focused
buyout firm, was particularly ac-
tive, sealing four deals in the sec-
ond quarter. It bought Spanish so-
lar energy group Gamesa Solar for
Œ261 million, and Italian solar
group Ener3. It also invested $300
million in Osage Bio Energy LLC, a
U.S.-based producer of barley-de-
rived ethanol.

U.K.-based Doughty Hanson &
Co. was also active in the sector, ac-

quiring Svendborg Brakes for Œ460
million. Svendborg Brakes makes
braking systems for the wind-en-
ergy industry.
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F&C Asset Management
On the London Stock Exchange,
Wednesday’s close: 103 pence, down 1%

Source: Thomson Reuters Datastream
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David Norman is
joining the group
from Morley Fund
Management.

19 - 20 May 2009, Marriott Hotel, Grosvenor Square, London

Following on from the success in 2008, the India Summit 2009 will return in May.

For delegate and media partnership enquiries please contact: akonieczny@efinancialnews.com
or call +44 (0) 207 426 3345, alternatively contact cekeocha@efinancialnews.com

For speaking and sponsorship enquiries please contact: jnuttall@efinancialnews.com
or call +44 (0) 20 7309 7784

“The India Investors’ Summit 2008 was a unique,
extremely well balanced event that offered high level,
thought provoking and insightful debate as well as an
excellent opportunity to meet with key people who are
practically engaged in the shape and influence of
India in today’s fast moving global economy. I look
forward to seeing the India Summit 2009 build upon
this exceptionally useful launch event.”

Dr Sam Pitroda, Chairman, India’s National Knowledge Commission
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More Iran sanctions are pursued

IMF trims U.K. forecast
Estimate for growth
set at 1.4% for 2008;
no rate cuts expected

By Jay Solomon

WASHINGTON—Six nations
agreed Wednesday to pursue new
U.N. sanctions against Iran after it
failed to accept a package of incen-
tives, the U.S. said.

Iran’s response to a negotiating
package put forward by the U.S. and
its partners in June was called “inad-
equate” by American and European
diplomats, triggering the agreement.

Iran’s response Tuesday came
just days after Iranian military offi-
cials threatened to choke off
access to the Persian Gulf,
should tensions with the
U.S. and Israel increase over
Tehran’s nuclear program.

The Iranian reaction is
also stoking new fears in the
Middle East and Europe
that international diplo-
macy may fail to contain
Iran’s growing nuclear capa-
bilities. “What Iran is doing
stems simply from arro-
gance,” Libyan leader Moam-
mar Gadhafi said Tuesday
during a visit to Tunisia. “In the
event of a decision against Iran, this
country will suffer the same outcome
as Iraq.” Mr. Gadhafi, facing pressure
from the U.S. and Europe, agreed to
give up his nation’s own nuclear pro-
gram in 2003.

The five permanent members of
the United Nations Security Council,
plus Germany, offered Tehran a sweet-
ened package of economic incentives,
including energy assistance, in June
in return for Iran suspending its ura-
nium-enrichment activities.

The six negotiating nations set
last weekend as the soft deadline
for Tehran to respond to its negotiat-
ing agenda, or risk facing additional
financial sanctions.

In a one-page letter sent by the Ira-
nian government Tuesday to Javier
Solana, the European Union’s foreign-
policy chief, Tehran refused to ad-

dress the international community’s
key demand—Iran’s freezing of its
uranium-enrichment activities—ac-
cording to a copy of the document. In-
stead, Iran’s chief nuclear negotiator,
Saeed Jalili, said Tehran was “ready
to provide a ‘clear response’ to your
proposal” when Iran received its own
response to a negotiating framework
it sent Mr. Solana in June.

The Iranian offer, which Tehran
called the “modality for comprehen-
sive negotiations,” details a frame-
work through which Iran could en-

gage the international com-
munity on everything from
nuclear energy to economic
and security cooperation.
The Iranian offer doesn’t ad-
dress Tehran’s willingness
to suspend its uranium-en-
richment activities and de-
mands a cessation of U.N.
and U.S. sanctions as a pre-
requisite for talks.

“The second phase of ne-
gotiations can commence
as early as possible, if there
is willingness on your

side,” Mr. Jalili said in the letter.
U.S. and European diplomats said

the international community didn’t
take this initial Iranian offer seri-
ously, as it failed to address the issue
of Tehran’s suspension of its ura-
nium-enrichment work. Mr. Solana
has offered Iran a “freeze for freeze”
agreement, whereby the interna-
tional community would stop impos-
ing any new sanctions on Iran in re-
sponse to Tehran ceasing to expand
its current nuclear activities.

The diplomats said Iran’s latest re-
sponse appeared to be an attempt to
stall the international community
and avert additional economic penal-
ties. “They seem to want intermina-
ble negotiations,” said a European dip-
lomat involved in the process. “Their
answer was neither a ‘yes’ nor a ‘no.’ ”

“We are looking for a clear, posi-
tive response from Iran, and in the

absence of that we’re going to have
no choice but to pursue further mea-
sures against them,” State Depart-
ment spokesman Gonzalo Gallegos
said Tuesday.

U.S. and European diplomats
were expected to have discussed on
Wednesday unilateral and multilat-
eral actions to try to force Iran into
a negotiating framework.

Key among these new financial
penalties, according to U.S. and West-
ern officials, are measures aimed at
limiting Iran’s ability to import re-
fined petroleum products and en-
gage in shipping activities. The U.S.
and European nations have also
stepped up efforts to cripple Iran’s
banking and insurance sectors.

Tehran has stated in recent days
that it could choke off trade in the
strategically important Persian Gulf
if it comes under increased interna-
tional pressure over its nuclear pro-
gram. Roughly 40% of the world’s pe-
troleum supplies pass through the
Strait of Hormuz.

“Closing the Strait of Hormuz for
an unlimited period of time would
be very easy,” the head of the Ira-
nian Revolutionary Guard Corps,
Gen. Mohammed Ali Jafari, was
quoted as saying on Iran’s semioffi-
cial news agency. “The Guards have
recently tested a naval weapon
which I can say with certainty that
the enemy’s ships would not be safe
within the rang of 300 kilometers.”

U.S. intelligence officials have
cast doubts on the capabilities of
some of Iran’s missile systems. But
in recent months, Tehran has per-
formed a number of military exer-
cises in the Persian Gulf in an effort
to ward off a potential attack. Israel,
meanwhile, conducted its own war
games over the Mediterranean Sea
in June, in what some Pentagon offi-
cials said could be a trial run for an
attack on Iran’s nuclear facilities.
 —The Associated Press

contributed to this article.

Chávez grabs new power
in Venezuela by decree

By Laurence Norman

LONDON—The International
Monetary Fund cut its forecast for
British economic growth for this
year and next, citing the impact of
the credit crunch on growth and ris-
ing inflationary pressures that con-
strain the Bank of England’s ability
to cut interest rates.

In a regular review, the IMF said
it expects Britain’s economy to grow
1.4% this year and 1.1% in 2009.

As recently as in its July update
of the World Economic Outlook, the
IMF had predicted the U.K. would
grow 1.8% in 2008 and 1.7% in 2009,
compared with estimates of 1.6% for
this year and next in its April report.

The U.K. government’s official es-
timate is for growth of 1.75% to
2.25% this year and 2.25% to 2.75%
next year, but ministers have said re-
cently that the economic outlook is
looking more difficult because of the
credit crunch and rising price pres-
sures.

Many private economists believe
the U.K. will enter—or come close to
entering—a recession in coming
months. However, the IMF forecasts

don’t see U.K. growth turning nega-
tive in coming quarters.

In its report, the IMF said that
with inflation pressures strong and
inflation expectations picking up, its
staff doesn’t see any scope for the
Bank of England to cut interest rates
soon, nor does it believe rates should
be raised.

The IMF believes consumer-price
inflation will peak at close to 5%, will
average 3.8% this year and won’t re-
turn to the Bank of England’s 2% tar-
get until 2010.

Wednesday, the Bank of Eng-
land’s Monetary Policy Committee

started a two-day meeting. It is
widely expected to hold rates at 5%.

The IMF report also warned the
British government against increas-
ing spending, saying that, if any-
thing, it should accelerate its
planned fiscal tightening in 2009
and 2010. It also said the government
is likely to breach its 40% ceiling for
net debt to gross domestic product.

And it said that if the government
goes ahead with changes to its fiscal
rules, it should retain the 40% ceiling
and adopt a “clear and short horizon
to bring debt back under the ceiling
following a breach.”

Commenting on the report, a U.K.
Treasury spokesman said “the gov-
ernment is committed to maintain-
ing sound public finances and, in line
with its usual practice, will update
its fiscal and economic forecasts”
when it publishes its prebudget re-
port later this year.

The IMF also said it believes U.K.
house prices will fall some 15% from
their peak levels over two years.
Home prices started to drop during
the second half of last year. The IMF
added, though, that it expects that the
impact of such a drop on the wider
economy would be “contained,” with
lower prices having only a modest im-
pact on consumer spending.

The report said the British pound
is likely to continue to depreciate in
the period ahead, adding to inflation-
ary pressure.

Moammar
Gadhafi
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By José de Córdoba

And Darcy Crowe

CARACAS, Venezuela—In an am-
bitious power grab, President Hugo
Chávez has enacted a slew of presi-
dential decrees which formalize the
creation of a popular militia and fur-
ther consolidate state control over
key areas of the economy such as ag-
riculture and tourism.

Mr. Chávez, one of Washington’s
main antagonists in Latin America,
published the decrees on Friday, just at
the close of a special 18-month period
that allowed him to bypass Congress
in making laws. But only the titles, and
not the texts, of the decrees were re-
leased. On Tuesday, the government
made the full texts widely available.

The new laws show that Mr.
Chávez is back on the offensive after
suffering a humiliating defeat in De-
cember in a referendum that, among
other things, would have allowed
him the possibility of staying in
power for life. In the months after
the defeat, Mr. Chávez, who was first
elected president in 1998, seemed to
slow down his drive for expanded
powers. But a number of the new de-
crees were part of the referendum
that was rejected by voters—spark-
ing accusations that Mr. Chávez is
evading the will of the people.

“We are in the presence of a dicta-
torial government which has given
a coup d’état to the constitution,”
said Luis Miquilena, a former inte-
rior minister and political mentor to
Mr. Chávez who has since turned
against him. “Here we have no con-
stitution, no law and the president
does exactly what he wants.”

In the past few days, Mr. Chávez
said that if anyone didn’t approve of
the laws, they could file a challenge
with the Supreme Court. But critics
of the former army officer turned
president said that would be futile
because six of the seven justices are
sympathetic to the president.

As a sign of that loyalty, the
court on Tuesday upheld an anti-cor-
ruption official’s decision to ban
some of Mr. Chávez’s most popular
opponents from running in regional
elections in November because of
unproven graft charges.

The ban, which has elicited com-
parisons to moves by Iran’s govern-
ment preventing opposition politi-
cians from running in elections in that
country,will affectas manyas 200peo-
ple, including Leopoldo López, a popu-
lar opposition politician who polls say
would have a good chance at becom-
ing the mayor of Caracas, one of the
most important posts in the country.

Government officials weren’t
available for comment on Tuesday.
Mario Isea, a Chávez supporter who
heads the Congress’s economic devel-
opment committee, said that “there
was no violation of the Constitution”
in the new laws, but acknowledged
that some of them were analogous to
the December referendum. “Of
course there are going to be similari-
ties,” he said. “It’s the same person
who is legislating.”

Among the biggest changes—and
one which was turned down in De-
cember—was the creation of another
branch of the military, a “National Bo-
livarian Militia,” which analysts say
could challenge the position and role
of the traditional armed forces.

“Their object is to intimidate the
armed forces and the people,” Mr.
Miquilena said. “Those militia are at
[Mr. Chávez’s] personal command.”

Mr. Chávez also changed the
name of the armed forces, which are
supposed to be apolitical, from the
National Armed Forces. They are
now to be called the National Boli-
varian Armed Forces, invoking the ti-
tle Mr. Chávez has chosen for his self-
proclaimed socialist revolution.

The move is likely to add to grow-
ing unease over Mr. Chávez by some
of Venezuela’s armed forces. One
reason why Mr. Chávez lost the De-
cember referendum was outspoken
opposition to the changes by his
former defense minister Raúl Ba-
duel, who accused the president of
becoming an autocrat.

One law vastly tightens the state’s
control over the food industry, an
area that has been a political head-
ache for Mr. Chávez because price
controls by his government have led
to shortages and eroded his popular-
ity. The new law gives Mr. Chávez
power to nationalize any businesses
in the food industry without the Na-
tional Assembly’s approval and dic-
tate “any necessary measures” to
avoid “improper price increases.”

Some analysts say the new agricul-
ture law is aimed at Empresas Polar
SA, a food and beer manufacturer and
Venezuela’s largest private company.
The move comes days after Mr.
Chávez declared he would nationalize
Banco de Venezuela, the country’s
third-largest bank, a unit of Spain’s
Banco Santander. Tuesday, Mr.
Chávez said a deal was “near” over
how much the government would pay
for the bank. Santander has said only
that it is in talks with the government.

One of the few pleasant sur-
prises for the private sector was the
banking law, which was mostly un-
changed.
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Letter of the law
New decrees enacted in 
Venezuela will:

Growth peak
The International Monetary Fund 
predicts the U.K. economy will slow
sharply in 2008 and 2009. Real GDP, 
annual percentage change

Source: IMF report
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PF (LUX)-Digital Comm-Pca OT EQ LUX 08/05 USD 108.47 –20.7 –10.6 6.9
PF (LUX)-East Eu-Pca EU EQ LUX 08/05 EUR 366.27 –28.7 –21.2 –1.2
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 08/06 USD 174.35 –24.5 –9.9 13.1
PF (LUX)-Emg Mkts-Pca GL EQ LUX 08/06 USD 574.45 –21.7 –8.5 13.3
PF (LUX)-Eu Indx-Pca EU EQ LUX 08/05 EUR 109.28 –19.9 –21.0 –4.4
PF (LUX)-EUR Bds-Pca EU BD LUX 08/05 EUR 359.94 –0.4 –0.7 –0.6
PF (LUX)-EUR Bds-Pdi EU BD LUX 08/05 EUR 282.67 –0.4 –0.7 –0.6
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 08/05 EUR 130.16 –0.7 –1.0 –0.4
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 08/05 EUR 94.89 –0.7 –1.0 –0.4
PF (LUX)-EUR HiYld-Pca EU BD LUX 08/05 EUR 130.85 –8.6 –9.0 –4.0
PF (LUX)-EUR HiYld-Pdi EU BD LUX 08/05 EUR 84.63 –8.6 –9.0 –4.0
PF (LUX)-EUR Liq-Pca EU MM LUX 08/05 EUR 132.97 2.4 3.6 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 08/05 EUR 99.33 2.4 3.6 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 08/05 EUR 460.95 –24.4 –27.5 –6.9
PF (LUX)-EuSust Eq-Pca EU EQ LUX 08/05 EUR 143.00 –22.4 –27.0 –9.0
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 08/05 USD 201.18 0.3 5.6 6.2
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 08/05 USD 143.44 0.3 5.6 6.2
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 08/05 USD 20.59 –15.3 –13.8 –0.4
PF (LUX)-Gr China-Pca AS EQ LUX 08/06 USD 322.38 –24.7 –9.5 21.4
PF (LUX)-Indian Eq-Pca EA EQ LUX 08/06 USD 344.76 –35.0 –7.6 20.7
PF (LUX)-Jap Index-Pca JP EQ LUX 08/06 JPY 12274.90 –13.6 –22.9 –8.2
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 08/06 JPY 11476.84 –14.3 –28.2 –13.0
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 08/06 JPY 11231.01 –14.7 –28.6 –13.5
PF (LUX)-JpEq130/30-Pca JP EQ LUX 08/06 JPY 5968.72 –13.4 –24.1 –13.4
PF (LUX)-MidEast&NorAfr-Pca US BA LUX 08/05 USD 93.98 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 08/06 USD 260.42 –18.4 –5.4 13.7
PF (LUX)-Piclife-Pca CH BA LUX 08/05 CHF 785.96 –7.5 –8.3 –1.3
PF (LUX)-PremBrnds-Pca OT EQ LUX 08/05 EUR 60.04 –21.9 –26.6 –6.2
PF (LUX)-Rus Eq-Pca EE EQ LUX 08/05 USD 76.53 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 08/05 USD 95.74 –14.2 –15.2 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 08/05 EUR 509.43 –17.5 –26.4 –2.1
PF (LUX)-US Eq-Ica US EQ LUX 08/05 USD 118.28 –8.1 –3.2 5.7
PF (LUX)-USA Index-Pca US EQ LUX 08/05 USD 102.24 –11.9 –9.2 1.5
PF (LUX)-USD Bds-Pca US BD LUX 08/05 USD 479.59 1.6 6.2 5.2
PF (LUX)-USD Bds-Pdi US BD LUX 08/05 USD 362.35 1.6 6.2 5.2
PF (LUX)-USD Liq-Pca US MM LUX 08/05 USD 129.27 1.7 3.3 4.2
PF (LUX)-USD Liq-Pdi US MM LUX 08/05 USD 87.14 1.7 3.3 4.2
PF (LUX)-Water-Pca GL EQ LUX 08/05 EUR 132.18 –15.4 –13.9 0.0
PF (LUX)-WldGovBds-Pca GL BD LUX 08/05 USD 153.41 4.2 11.0 6.7
PF (LUX)-WldGovBds-Pdi GL BD LUX 08/05 USD 129.82 4.2 11.0 6.7

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Asia Ex-Japan Fund USD AS EQ IRL 05/20 USD 1.12 –93.7 –93.8 –72.2
Global Technology OT EQ IRL 08/05 USD 12.29 –15.1 –14.9 0.6
Japan Fund USD JP EQ IRL 08/06 USD 15.20 –9.7 –15.9 –7.8

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 08/05 EUR 790.24 –19.7 NS NS
Core Eurozone Eq B EU EQ IRL 08/05 EUR 911.30 NS NS NS
Euro Fixed Income A EU BD IRL 08/05 EUR 1207.13 –3.3 –4.6 –2.5
Euro Fixed Income B EU BD IRL 08/05 EUR 1277.91 –3.0 –4.0 –2.0
Euro Small Cap A EU EQ IRL 08/05 EUR 1355.89 –23.0 –34.5 –11.4
Euro Small Cap B EU EQ IRL 08/05 EUR 1440.11 –22.7 –34.1 –10.9
Eurozone Agg Eq A EU EQ IRL 08/05 EUR 734.13 –23.3 –25.5 NS

Eurozone Agg Eq B EU EQ IRL 08/05 EUR 1046.31 –23.1 –25.0 –5.5
Glbl Bd (EuroHdg) A GL BD IRL 08/05 EUR 1264.98 –2.2 –1.4 –0.3
Glbl Bd (EuroHdg) B GL BD IRL 08/05 EUR 1330.21 –1.8 –0.8 0.3
Glbl Bd A EU BD IRL 08/05 EUR 955.92 –5.2 –7.5 –5.4
Glbl Bd B EU BD IRL 08/05 EUR 1009.27 –4.8 –6.9 –4.8
Glbl Real Estate A OT EQ IRL 08/05 USD 1125.97 –11.4 –13.2 –2.3
Glbl Real Estate B OT EQ IRL 08/05 USD 1151.16 –11.1 –12.7 –1.7
Glbl Real Estate EH-A OT EQ IRL 08/05 EUR 1026.96 –12.5 –16.1 –5.5
Glbl Real Estate SH-B OT EQ IRL 08/05 GBP 97.27 –11.4 –14.3 –3.6
Glbl Strategic Yield A EU BD IRL 08/05 EUR 1450.07 –3.0 –1.2 1.4
Glbl Strategic Yield B EU BD IRL 08/05 EUR 1538.70 –2.6 –0.6 2.1
Japan Equity A JP EQ IRL 08/05 JPY 15368.00 –17.3 –28.4 –12.1
Japan Equity B JP EQ IRL 08/05 JPY 16243.00 –17.0 –28.0 –11.6
Multi St Cash Plus EH-A GL EQ IRL 08/05 EUR 1027.98 1.6 NS NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 08/05 USD 2053.50 –22.4 –14.6 9.5
PacBasn (Ex-Jap) Eq B AS EQ IRL 08/05 USD 2172.76 –22.1 –14.1 10.2
Pan European Eq A EU EQ IRL 08/05 EUR 1067.08 –21.5 –24.4 –7.0
Pan European Eq B EU EQ IRL 08/05 EUR 1129.23 –21.2 –23.9 –6.4
US Equity A US EQ IRL 08/05 USD 1005.11 –13.4 –7.9 2.4
US Equity B US EQ IRL 08/05 USD 1067.21 –13.0 –7.4 3.0
US Small Cap A US EQ IRL 08/05 USD 1503.06 –12.5 –10.7 1.3
US Small Cap B US EQ IRL 08/05 USD 1596.81 –12.2 –10.1 1.9

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 08/06 SEK 90.26 –22.6 –27.0 –8.0
Choice Japan Fd JP EQ LUX 08/06 JPY 67.09 –15.1 –26.3 –13.1
Choice Jpn Chance/Risk JP EQ LUX 08/06 JPY 73.47 –17.9 –27.5 –9.5
Choice NthAmChance/Risk US EQ LUX 08/06 USD 4.76 –8.8 –1.7 4.3
Europe 2 Fd EU EQ LUX 08/06 EUR 1.10 –23.8 –27.0 –6.5
Europe 3 Fd EU EQ LUX 08/06 GBP 3.84 –18.4 –15.0 1.2
Global Chance/Risk Fd GL EQ LUX 08/05 EUR 0.64 –19.0 –24.7 –8.8
Global Fd GL EQ LUX 08/06 USD 2.57 –13.1 –11.5 1.6
Intl Mixed Fd -C- NO BA LUX 08/06 USD 30.53 –8.4 –5.2 3.7
Intl Mixed Fd -D- NO BA LUX 08/06 USD 21.54 –8.4 –5.2 5.0
Wireless Fd OT EQ LUX 08/06 EUR 0.14 –24.6 –23.9 –1.9

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 08/06 USD 7.09 –22.0 –11.6 9.0
Currency Alpha EUR -IC- OT OT LUX 08/06 EUR 10.73 5.0 5.0 NS
Currency Alpha EUR -RC- OT OT LUX 08/06 EUR 10.69 4.7 4.5 NS
Currency Alpha SEK -ID- OT OT LUX 08/06 SEK 103.99 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 08/06 SEK 100.81 NS NS NS
Generation Fd 80 OT OT LUX 08/06 SEK 8.06 –14.7 NS NS
Nordic Focus EUR NO EQ LUX 08/06 EUR 81.66 –17.5 NS NS
Nordic Focus NOK NO EQ LUX 08/06 NOK 81.56 NS NS NS
Nordic Focus SEK NO EQ LUX 08/06 SEK 82.02 –17.6 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 08/06 USD 1.27 –21.8 –11.1 10.7
Choice North America Eq. Fd US EQ LUX 08/06 USD 2.06 –15.2 –11.2 –0.9
Ethical Global Fd GL EQ LUX 08/06 USD 0.95 –14.1 –14.0 0.0
Ethical Sweden Fd NO EQ LUX 08/06 SEK 38.45 –13.7 –20.7 2.2
Europe Fd EU EQ LUX 08/06 USD 2.84 –20.0 –18.0 11.3
Global Equity Fd GL EQ LUX 08/06 USD 1.63 –13.4 –12.0 2.5
Index Linked Bd Fd SEK OT BD LUX 08/06 SEK 12.92 3.4 7.0 4.2
Medical Fd OT EQ LUX 08/06 USD 3.61 –6.3 –0.4 1.8
Short Medium Bd Fd SEK NO MM LUX 08/06 SEK 9.09 2.3 3.6 3.1
Technology Fd OT EQ LUX 08/06 USD 2.45 –14.0 –6.9 7.4
World Fd GL EQ LUX 08/06 USD 2.46 –8.1 –7.5 11.2

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 08/06 EUR 1.27 1.7 2.5 2.6
Short Bond Fd SEK NO MM LUX 08/06 SEK 21.48 2.4 3.7 3.1
Short Bond Fd USD US MM LUX 08/06 USD 2.48 1.2 2.9 3.7

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 08/06 SEK 10.30 0.8 1.9 1.7
Alpha Bond Fd SEK -B- NO BD LUX 08/06 SEK 9.24 0.8 1.9 1.7
Alpha Bond Fd SEK -C- NO BD LUX 08/06 SEK 25.82 0.8 1.8 1.6
Alpha Bond Fd SEK -D- NO BD LUX 08/06 SEK 8.60 0.7 1.8 1.6
Alpha Short Bd SEK -A- NO MM LUX 08/06 SEK 10.77 2.5 3.8 3.2
Alpha Short Bd SEK -B- NO MM LUX 08/06 SEK 10.10 2.5 3.8 3.2

Alpha Short Bd SEK -C- NO MM LUX 08/06 SEK 21.08 2.4 3.7 3.1
Alpha Short Bd SEK -D- NO MM LUX 08/06 SEK 8.76 2.4 3.7 3.1
Bond Fd EUR -C- EU BD LUX 08/06 EUR 1.23 1.2 2.2 1.2
Bond Fd EUR -D- EU BD LUX 08/06 EUR 0.49 1.1 2.1 1.2
Bond Fd SEK -C- NO BD LUX 08/06 SEK 38.29 1.4 2.5 1.8
Bond Fd SEK -D- NO BD LUX 08/06 SEK 11.49 0.2 1.4 1.2
Corp. Bond Fd EUR -C- EU BD LUX 08/06 EUR 1.17 –0.4 –0.8 –0.2
Corp. Bond Fd EUR -D- EU BD LUX 08/05 EUR 0.92 0.3 –0.8 –0.1
Corp. Bond Fd SEK -C- NO BD LUX 08/06 SEK 11.98 –0.7 –0.1 0.4
Corp. Bond Fd SEK -D- NO BD LUX 08/06 SEK 9.41 –0.5 0.1 0.5
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 08/06 EUR 97.99 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 08/06 EUR 97.95 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 08/06 SEK 100.20 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 08/06 SEK 923.73 NS NS NS
Flexible Bond Fd -C- NO BD LUX 08/06 SEK 20.13 2.0 3.1 2.7
Flexible Bond Fd -D- NO BD LUX 08/06 SEK 11.39 2.0 3.1 2.7

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 08/06 SEK 99.55 –6.3 –7.0 –2.2
Global Hedge I SEK -D- OT OT LUX 08/06 SEK 90.98 –9.0 –9.7 –3.6

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 08/06 USD 2.67 –20.0 –1.6 16.7

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 08/06 SEK 24.37 –27.1 –32.5 –0.3
Europe Chance/Risk Fd EU EQ LUX 08/06 EUR 1271.70 –25.2 –28.8 –7.1

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 08/05 USD 21.39 –35.3 –21.3 21.1
Eq. Pacific A AS EQ LUX 08/05 USD 10.17 –26.6 –13.9 14.5

n SGAM Fund
Bonds CHF A CH BD LUX 08/05 CHF 26.33 0.9 1.7 0.2
Bonds ConvEurope A EU BD LUX 08/05 EUR 31.08 6.9 10.5 10.0
Bonds Eur Corp A EU BD LUX 08/05 EUR 21.45 –2.3 –2.7 –1.0
Bonds Eur Hi Yld A EU BD LUX 08/05 EUR 19.04 –10.2 –10.6 –4.2
Bonds EURO A EU BD LUX 08/05 EUR 37.14 0.6 1.9 0.8
Bonds Europe A EU BD LUX 08/04 EUR 35.73 –0.1 0.7 0.4
Bonds US MtgBkSec A US BD LUX 08/05 USD 21.59 –14.4 –11.4 –3.7
Bonds US OppsCoreplus A US BD LUX 08/05 USD 31.37 –0.3 4.4 4.2
Bonds World A GL BD LUX 08/04 USD 39.10 5.2 12.9 8.2
Eq. ConcentratedEuropeA EU EQ LUX 08/05 EUR 31.39 –22.2 –25.1 –7.5
Eq. Eastern Europe A EU EQ LUX 08/05 EUR 31.73 –28.0 –23.7 –0.5
Eq. Equities Global Energy OT EQ LUX 08/05 USD 23.06 –8.5 3.7 11.4
Eq. Euroland A EU EQ LUX 08/05 EUR 13.04 –24.6 –26.0 –7.4
Eq. Euroland MidCapA EU EQ LUX 08/05 EUR 22.87 –21.1 –29.7 –7.1
Eq. EurolandCyclclsA EU EQ LUX 08/05 EUR 20.19 –20.3 –19.0 0.7
Eq. EurolandFinancialA OT EQ LUX 08/05 EUR 14.10 –24.2 –28.9 –13.4
Eq. Glbl Emg Cty A GL EQ LUX 08/05 USD 10.47 –22.5 –10.8 9.8
Eq. Global A GL EQ LUX 08/05 USD 30.95 –19.2 –19.4 –4.2
Eq. Global Technol A OT EQ LUX 08/05 USD 6.10 –13.9 –20.8 0.7
Eq. Gold Mines A OT EQ LUX 08/05 USD 24.18 –19.3 –4.2 –2.8
Eq. Japan A JP EQ LUX 08/05 JPY 1069.28 –19.2 –29.3 –13.6
Eq. Japan Sm Cap A JP EQ LUX 08/05 JPY 1224.66 –28.2 –39.3 –30.2
Eq. Japan Target A JP EQ LUX 08/05 JPY 1869.48 –7.7 –20.7 –10.2
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 08/05 GBP 12.81 –24.9 –28.2 –10.0
Eq. US ConcenCore A US EQ LUX 08/05 USD 23.35 –13.1 –8.0 2.3
Eq. US Lg Cap Gr A US EQ LUX 08/05 USD 18.47 –8.2 –3.1 3.8
Eq. US Mid Cap A US EQ LUX 08/05 USD 32.78 –16.2 –6.6 7.1
Eq. US Multi Strg A US EQ LUX 08/05 USD 25.88 –10.1 –10.2 0.4
Eq. US Rel Val A US EQ LUX 08/05 USD 25.08 –12.4 –18.6 –4.2
Eq. US Sm Cap Val A US EQ LUX 08/05 USD 21.97 –12.0 –19.3 –3.8
Eq. US Value Opp A US EQ LUX 08/05 USD 22.11 –13.3 –17.7 –7.0
Money Market EURO A EU MM LUX 08/05 EUR 26.66 2.5 4.3 3.8
Money Market USD A US MM LUX 08/05 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 07/24 AED 12.46 6.9 40.7 23.4

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 08/06 EEK 184.71 –31.1 –36.4 –13.6
New Europe Small Cap EUR EE EQ EST 08/06 EEK 99.42 –28.7 –37.0 –9.7
Second Wave EUR EE EQ EST 08/06 EEK 215.37 –21.6 –25.3 6.7

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 08/06 JPY 12679.00 –24.4 –38.8 –17.8
YMR-N Japan Fund JP EQ IRL 08/06 JPY 14106.00 –18.9 –33.3 –11.5
YMR-N Low Price Fund JP EQ IRL 08/06 JPY 18454.00 –19.1 –34.9 –13.0
YMR-N Small Cap Fund JP EQ IRL 08/06 JPY 8836.00 –28.7 –44.0 –21.8
Yuki Mizuho Gen Jpn III JP EQ IRL 08/06 JPY 7057.00 –24.0 –35.2 NS
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 08/06 JPY 7530.00 –22.5 –36.4 –17.6
Yuki Mizuho Jpn Exc 100 JP EQ IRL 08/06 JPY 9776.00 –22.0 –32.9 –15.6
Yuki Mizuho Jpn Gen JP EQ IRL 08/06 JPY 11974.00 –22.1 –36.9 –14.5
Yuki Mizuho Jpn Gro JP EQ IRL 08/06 JPY 8961.00 –27.4 –40.0 –18.7
Yuki Mizuho Jpn Inc JP EQ IRL 08/06 JPY 11471.00 –12.5 –28.5 –8.2
Yuki Mizuho Jpn Lg Cap AS EQ IRL 08/06 JPY 7468.00 –20.8 –32.0 NS
Yuki Mizuho Jpn LowP JP EQ IRL 08/06 JPY 14948.00 –17.5 –31.1 –11.9
Yuki Mizuho Jpn PGth JP EQ IRL 08/06 JPY 12027.00 –26.7 –35.0 –16.0
Yuki Mizuho Jpn SmCp JP EQ IRL 08/06 JPY 8785.00 –30.7 –43.5 –21.3
Yuki Mizuho Jpn Val Sel AS EQ IRL 08/06 JPY 7706.00 –18.0 –30.5 –13.2
Yuki Mizuho Jpn YoungCo AS EQ IRL 08/06 JPY 3843.00 –32.8 –51.2 –35.6

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 08/06 JPY 6848.00 –22.6 –32.9 –13.9
Yuki 77 General JP EQ IRL 08/06 JPY 9116.00 –20.7 –33.1 –12.4
Yuki 77 Growth JP EQ IRL 08/06 JPY 9249.00 –24.6 –37.2 –18.1

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 08/06 JPY 9400.00 –19.3 –36.2 –15.6
Yuki Chugoku Jpn Gro JP EQ IRL 08/06 JPY 7794.00 –22.7 –30.2 –12.6
Yuki Chugoku Jpn Inc JP EQ IRL 08/06 JPY 7775.00 –10.5 –22.9 –8.2
Yuki Chugoku JpnLowP JP EQ IRL 08/06 JPY 10837.00 –23.6 –37.7 –12.6
Yuki Chugoku JpnPurGth JP EQ IRL 08/06 JPY 7033.00 –19.7 –35.2 –14.8

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 08/06 JPY 10190.00 –20.7 –35.4 –14.2

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 08/06 JPY 7118.00 –19.3 –31.5 –11.8
Yuki Hokuyo Jpn Gro JP EQ IRL 08/06 JPY 6039.00 –24.9 –37.7 –18.8
Yuki Hokuyo Jpn Inc JP EQ IRL 08/06 JPY 7588.00 –10.0 –25.3 –9.5

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 08/06 JPY 7581.00 –21.9 –34.7 –14.3
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 08/06 JPY 6964.00 –22.0 –35.6 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 08/06 JPY 7712.00 –19.4 –38.1 –14.3

Continued from previous page

n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Fund Ltd OT OT CYM 07/31 USD 102.89 –65.9 –54.6 –8.3

788 China Smaller Cap OT OT CYM 07/31 USD 74.43 NS NS NS

788 Gl Asset Alloc. Fd OT OT CYM 07/31 USD 81.17 –43.5 –29.0 –9.9

788 Japan Fund Ltd OT OT CYM 07/31 USD 74.81 –39.5 –22.5 –14.4

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 07/31 USD 1051.02 –0.8 1.6 17.2

AJR International B US EQ VGB 08/01 USD 180.01 1.3 4.0 17.7

Cambrian Asia Ltd. AS EQ VGB 07/31 JPY 8462.00 –13.3 –13.2 NS

Cambrian Europe Ltd. EU EQ VGB 07/31 EUR 84.20 –19.5 –25.4 NS

Cambrian Fund Ltd. A US EQ VGB 07/31 USD 685.38 –20.6 –15.4 9.3

Cambrian Fund Ltd. B US EQ VGB 07/30 USD 172.48 –18.1 NS NS

Rodinia Fund Ltd US EQ VGB 07/31 USD 132.95 –7.8 –7.7 3.9

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 06/30 USD 1633.24 0.2 –0.8 5.7

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

CMA MultHdge Balncd OT OT CYM 06/30 USD 1397.46 –0.2 0.4 4.9

CMA MultHdge Growth OT OT CYM 06/30 USD 2063.59 4.5 4.1 7.6

CMA MultiHdge Lvrgd OT OT CYM 06/30 USD 1423.44 –0.4 –5.3 7.3

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

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 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 08/01 USD 1487.98 –16.4 –3.7 –2.9

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 08/01 USD 651.09 –21.7 –11.6 –12.2
Antanta MidCap Fund EE EQ AND 08/01 USD 1421.91 –21.5 –4.9 14.4
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 06/30 USD 1481.20 –0.2 3.4 9.2

n PRIMASIA PACIFIC ASSET MANAGEMENT LTD. TEL: +852 2523 8221
www.primasia.com www.primasiahedgefund.com
Primasia Hedge Fund GL OT BMU 08/04 USD 18.45 6.5 –3.0 2.6

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 07/31 EUR 1333.17 6.6 16.7 14.2
Winton Evolution GBP GL OT VGB 07/31 GBP 1309.18 7.3 18.4 15.7
Winton Evolution JPY GL OT VGB 07/31 JPY 119008.01 3.6 12.5 10.3
Winton Evolution USD GL OT CYM 07/31 USD 1303.00 6.2 16.9 15.2
Winton Futures EUR GL OT VGB 07/31 EUR 191.42 12.8 25.1 20.2
Winton Futures GBP GL OT VGB 07/31 GBP 205.24 13.9 27.3 21.8
Winton Futures JPY Lead Series 2 GL OT VGB 07/31 JPY 14080.48 11.9 22.9 18.0
Winton Futures USD GL OT VGB 07/31 USD 682.95 12.7 25.8 21.3

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

NAV % RETURN
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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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Malaysia battle escalates
Critic of government
faces sodomy charges
amid power struggle

By James Hookway

And Raphael Pura

A confrontation that could decide
Malaysia’s political future escalated,
as police ordered charismatic opposi-
tion leader Anwar Ibrahim to appear
in court Thursday, where his lawyers
said they expect him to be charged
with sodomizing a former aide.

The development came amid an
increasingly bitter leadership strug-
gle that is dividing the resource-rich
Southeast Asian nation as it faces ris-
ing inflation and a slowing economy.
Should Mr. Anwar be charged, it will

mark the second time in a decade he
has faced prosecution on sex allega-
tions. And it will put the impartiality
of Malaysia’s justice system and the
credibility of an increasingly wobbly
National Front government—which
has been in power continuously for
50 years—under an intense spot-
light at home and abroad.

One of the Islamic world’s best-
known politicians, Mr. Anwar was
served a warrant Wednesday order-
ing him to appear in a Kuala Lumpur
court Thursday morning. In a state-
ment, national deputy police chief Is-
mail Omar said Malaysia’s attorney
general’s office had decided to charge
Mr. Anwar after police completed an
investigation into a criminal case in-
volving sexual “intercourse against
the natural order,” using the coun-
try’s legal terminology for sodomy. In
Malaysia, that is a crime that carries

a jail sentence of as many as 20 years.
Mr. Anwar has denied sodomy alle-

gations made against him by a
23-year-old male aide in June, and he
claims he is being framed by his politi-
cal rivals to undermine his bid to top-
ple the National Front government
and become Malaysia’s premier. On
Wednesday, he accused the police
and government politicians, includ-
ing the office of Prime Minister Abdul-
lah Ahmad Badawi, of orchestrating a
conspiracy against him by staging a
“sham trial” to divert attention from
political and economic problems.
Thursday, “I will be charged with a
crime I didn’t commit,” Mr. Anwar
said, adding “I will fight. I will not al-
low this cowardly attack to derail [the
opposition’s] agenda for change.”

Mr. Abdullah, other senior gov-
ernment officials and the police
have repeatedly denied the sodomy

investigation is politically moti-
vated. On Wednesday, the prime
minister rejected Mr. Anwar’s con-
spiracy allegation, saying his ex-
pected prosecution was “on the ba-
sis of due process of the law.” Ac-
cording to the Associated Press, Mr.

Abdullah told reporters “How could
I insist that he be charged? If there
is no evidence, the police are not so
stupid to charge” him.

Mr. Anwar, 60 years old, has been
engaged in a challenge for political
power since the alliance of opposi-
tion parties he leads made unexpect-
edly strong gains in March parliamen-
tary elections. Voters sharply eroded
Mr. Abdullah’s majority in Parlia-
ment and left Mr. Anwar’s coalition,
known as Pakatan Rakyat, within
striking distance of challenging for
control of this predominantly Mus-
lim nation of 27 million people. The
confrontation has shaken a country
that has enjoyed long periods of polit-
ical stability and is a major exporter
of palm oil, natural gas and electronic
components to the global economy.

Last week, Mr. Anwar announced
plans to run for a parliamentary seat
in a by-election scheduled to be held
Aug. 26. If he is elected, as is widely ex-
pected, Mr. Anwar would be eligible
to become premier should the opposi-
tion alliance succeed in ousting the Na-
tional Front. If he is charged with sod-
omy and detained, Mr. Anwar could
still contest the by-election. But
should he be subsequently convicted,
he would lose his seat and could be
barred from public office for years.

“The National Front realizes it
can’tstopMr.Anwarbeingelected,but
by using the sodomy allegations they
can reduce his [by-election] majority
andtakesomeofthestingoutofhisvic-
tory,” said James Chin, a political-sci-
enceprofessorattheMalaysiacampus
of Australia’s Monash University.

The prosecution of Mr. Anwar
could strain ties with the U.S. and
other Western countries that have ex-
pressed concern over the investiga-
tion into the sodomy allegations. That
concern is based, in part, on the prose-
cutionofMr.Anwaronsimilarcharges
a decade ago, after he was purged as
deputy prime minister by then-Prime
Minister Mahathir Mohamad. Mr. An-
war denied the charges. After a police
investigationandatrialthatwerecriti-
cized by independent legal experts as
flawed and politically motivated, the
former deputy premier was found
guilty of sodomy in 1999 and impris-
oned until his conviction was over-
turned on appeal in 2004.

Mr. Anwar has maintained that
his earlier sodomy conviction was
part of a conspiracy to stop him
from challenging Dr. Mahathir for
the premiership. Dr. Mahathir has
denied there was any conspiracy
and has said he believes Mr. Anwar
was, in fact, guilty of sodomy, de-
spite his later acquittal.

Inrecentweeks,Malaysiangovern-
ment officials have aggressively de-
fended the latest sodomy investiga-
tion.The decision to charge Mr. Anwar
isalsolikelytofuelafieryinternalpub-
lic debate over the independence of
Malaysia’s justice system. The case al-
ready has focused attention on a legal
system still widely viewed as vulnera-
ble to political pressure.
 —Celine Fernandez

contributed to this article.

Anwar Ibrahim, with his wife, told a news conference that he will be charged
Thursday in a “cowardly attack” that won’t derail the opposition’s agenda.
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Andfs. Plus Dollars US BA AND 08/05 USD 10.04 –6.2 –5.6 0.3
Andfs. RF Dolars US BD AND 08/05 USD 11.30 –0.3 0.7 2.0
Andfs. RF Euros EU BD AND 08/05 EUR 10.49 –5.0 –6.1 –2.9
Andorfons EU BD AND 08/05 EUR 14.14 –7.5 –9.9 –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 08/05 EUR 10.50 –9.5 –10.2 –3.0
Andorfons Mix 60 EU BA AND 08/05 EUR 11.21 –14.9 –14.2 –3.6

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 08/01 USD 222437.57 –14.7 –19.7 4.4

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 08/06 EUR 10.53 1.5 1.7 3.5
DJE-Absolut P GL EQ LUX 08/06 EUR 214.69 –14.9 –11.4 3.0
DJE-Alpha Glbl P EU BA LUX 08/06 EUR 181.65 –11.2 –6.9 4.1
DJE-Div& Substanz P GL EQ LUX 08/06 EUR 210.19 –11.8 –10.7 4.2
DJE-Gold&Resourc P OT EQ LUX 08/05 EUR 162.48 –13.3 –4.8 –3.1
DJE-Renten Glbl P EU BD LUX 08/06 EUR 120.58 –1.2 –1.0 1.2
LuxPro-Dragon I AS EQ LUX 08/06 EUR 125.50 –30.6 –15.8 NS
LuxPro-Dragon P AS EQ LUX 08/06 EUR 123.04 –32.0 –17.3 NS
LuxTopic-Aktien Europa EU EQ LUX 08/06 EUR 16.49 –14.5 –8.7 3.1
LuxTopic-Pacific AS EQ LUX 08/06 EUR 16.97 –21.0 –18.8 5.5

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 08/06 EUR 81.71 –25.5 –28.9 NS
(Lux) E Eur ConvgnceUSD EE EQ LUX 08/06 USD 96.66 –21.8 –20.5 NS

(Lux) Russian EUR EE EQ LUX 08/06 EUR 85.28 –25.0 –20.5 NS
(Lux) Russian USD EE EQ LUX 08/06 USD 100.79 –21.3 –11.2 NS
Balkan Fund EE EQ SWE 08/06 SEK 23.00 –31.0 –30.6 9.3
Baltic Fund EE EQ SWE 08/06 SEK 61.33 –16.7 –23.7 5.0
Eastern European Fund EU EQ SWE 08/06 SEK 42.32 –22.7 –18.6 7.3
Russian Fund EE EQ SWE 08/06 SEK 1329.95 –23.9 –17.7 6.6
Turkish Fund EE EQ SWE 08/06 SEK 8.05 –29.8 –22.6 6.7

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 08/05 USD 308.24 –1.1 4.2 5.6

Sel Emerg Mkt Equity GL EQ GGY 08/05 USD 224.15 –17.2 –6.9 13.2
Sel Euro Equity EUR US EQ GGY 08/05 EUR 113.63 –22.2 –25.7 –7.1
Sel European Equity EU EQ GGY 08/05 USD 233.63 –17.7 –16.4 1.8
Sel Glob Equity GL EQ GGY 08/05 USD 228.40 –16.4 –16.7 –0.9
Sel Glob Fxd Inc GL BD GGY 08/05 USD 145.80 –0.6 2.9 2.4
Sel Pacific Equity AS EQ GGY 08/05 USD 144.48 –18.1 –8.4 11.9
Sel US Equity US EQ GGY 08/05 USD 148.14 –13.2 –10.6 –0.1
Sel US Sm Cap Eq US EQ GGY 08/05 USD 206.10 –10.8 –14.1 –2.1

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 08/05 EUR 329.64 –8.6 –8.0 –2.8
DSF 50/50 EU BA LUX 08/05 EUR 259.75 –12.5 –12.3 –4.2
DSF 75/25 EU BA LUX 08/05 EUR 209.18 –16.7 –17.0 –6.5
KBC Eq (L) Europe EU EQ LUX 08/05 EUR 599.17 –21.2 –23.6 –7.7
KBC Eq (L) Japan JP EQ LUX 08/05 JPY 24376.00 –17.5 –27.5 –12.4
KBC Eq (L) NthAmer EUR US EQ LUX 08/05 EUR 679.58 –11.8 –8.7 –0.2
KBC Eq (L) NthAmer USD US EQ LUX 08/05 USD 961.87 –11.8 –7.7 1.8
KBL Key America EUR US EQ LUX 08/04 EUR 484.17 –17.2 –12.1 NS
KBL Key America USD US EQ LUX 08/04 USD 498.81 –17.4 –11.3 NS
KBL Key East Europe EU EQ LUX 08/04 EUR 2708.02 –20.2 –15.4 3.9
KBL Key Eur Sm Cie EU EQ LUX 08/04 EUR 1058.58 –22.8 –32.1 –6.4
KBL Key Europe EU EQ LUX 08/04 EUR 685.23 –22.4 –26.0 –6.9
KBL Key Far East AS EQ LUX 08/04 USD 1415.64 –25.9 –21.0 7.0
KBL Key Major Em Mkts GL EQ LUX 08/04 USD 731.60 –21.3 –5.5 20.3
KBL Key NaturalRes EUR OT EQ LUX 08/04 EUR 522.85 –15.9 –9.3 NS
KBL Key NaturalRes USD OT EQ LUX 08/04 USD 621.04 –10.1 2.8 NS

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 08/01 USD 60.19 –19.6 –6.7 11.0
LG Asian Plus AS EQ CYM 07/31 USD 61.39 –28.1 –16.1 11.0
LG Asian SmallerCo's AS EQ BMU 08/04 USD 97.64 –38.6 –37.8 –5.5
LG India EA EQ MUS 07/31 USD 56.08 –40.0 –17.7 14.3
Siberian Investment Co EE EQ IRL 07/28 USD 61.37 –30.3 –27.5 5.4

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 08/05 EUR 49.62 –32.1 –44.4 4.7
MP-TURKEY.SI OT OT SVN 08/05 EUR 39.63 –22.3 –22.6 4.8

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 08/05 EUR 7.48 –16.7 –24.0 NS
Parex Eastern Europ Bd EU BD LVA 08/05 USD 14.15 3.5 5.3 6.4
Parex Russian Eq EE EQ LVA 08/05 USD 25.11 –20.9 –4.2 14.3
Parex Ukrainian Eq EU EQ LVA 08/05 EUR 7.56 –26.3 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 08/06 USD 179.17 –24.1 –13.6 12.4
PF (LUX)-Asian Eq-Pca AS EQ LUX 08/06 USD 172.56 –24.6 –14.4 11.5
PF (LUX)-Biotech-Pca OT EQ LUX 08/05 USD 376.83 13.3 23.3 24.1
PF (LUX)-CHF Liq-Pca CH MM LUX 08/05 CHF 123.58 1.3 2.1 1.9
PF (LUX)-CHF Liq-Pdi CH MM LUX 08/05 CHF 95.40 1.3 2.1 1.9
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 08/05 EUR 173.05 –22.2 –24.2 –3.9
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Sony’s bold bet on BMG
Buyout raises stakes
on ailing industry;
cutting costs is first

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

Record players

Source: Nielsen SoundScan

Note: Figures are not 100% due to rounding

A look at music-industry market share
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Mortgage delinquencies
rising faster for ’07 loans
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By Martin Peers

And Thorold Barker

Why would Sony want to double
its exposure to recorded music
when the industry is in disarray?
Perhaps because there is one thing
worse than owning a music com-
pany in today’s brutal market: own-
ing half of one.

Looked at like that, Sony’s deci-
sion to spend $900 million purchas-

ing Bertelsmann’s
half-stake in Sony
BMG could make
sense. The some-
times-fractious

joint ownership of Sony BMG,
whose artists include Bruce Springs-
teen and Justin Timberlake, has
made it tougher for the music com-
pany to cut costs as aggressively as
otherwise might have been possi-
ble. Like most joint ventures, both
sides have to agree on major deci-
sions. But with full ownership, Sony
will have the opportunity to make a
fresh start.

Job No. 1 for Sony, therefore,
should be to tackle the freewheel-
ing music-industry culture that per-
sists at Sony BMG. While the com-
pany did cut costs after the merger,
more needs to be done. Plenty of se-
nior executives are still in place
earning millions of dollars a year, al-

most all guaranteed, regardless of
how the company performs. It is a
salary structure reminiscent of the
mid-1980s, when the music indus-
try was booming from the introduc-
tion of the compact disc—a far cry
from today, as digital delivery and
piracy have helped to squeeze the
value of music sales.

Other efficiencies can be wrung
out of the company. Sony BMG
never properly consolidated back-
office operations at its record la-
bels after its 2004 merger. Sony will
be able to generate extra savings by
merging its Japanese operation,
which was excluded from the origi-
nal joint venture, into the combined
group.

Of course, cutting costs will get
Sony only so far. The real issue is
when the music market finally

stops shrinking. Putting a firm time
scale on that remains foolhardy. Ber-
telsmann, while retaining a music-
industry presence in Germany, is
drastically reducing its exposure to
the troublesome business. It se-
cured a relatively undemanding val-
uation of 4.7 times 2007 earnings
before interest, tax, depreciation
and amortization for its stake,
based on Pali Research’s estimate of
the music joint venture’s 2007
Ebitda of $380 million. The com-
pany is expected to post similar
earnings this year.

It is a bold bet for Sony. But at
least it has given itself some room
to maneuver in such a volatile indus-
try by not overpaying. And who
knows, maybe it will finally figure
out how to have Sony music content
benefit its electronics businesses.
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By Doug Cameron

And Aaron Lucchetti

Nasdaq OMX Group Inc. said it
expects to secure more cost savings
from the formation of the trans-At-
lantic exchange operator as it re-
ported an 81% rise in second-quar-
ter net profit.

Chief Executive Robert Greifeld
said the targeted $100 million in
cost benefits would be achieved by
the end of February, nine months
ahead of schedule. He indicated the
savings would grow beyond the tar-
get but wasn’t more specific.

Nasdaq OMX was formed in Feb-
ruary from the combination of U.S.

stock-trading platform Nasdaq
Stock Market and OMX AB, the
Stockholm-based equity and deriva-
tives operator. The combined firm
also expects $50 million in revenue
gains, a target Mr. Greifeld de-
scribed as “conservative.”

“We’re clearly operating ahead
of plan,” said Mr. Greifeld in an inter-
view.

The company beat analysts’ ex-
pectations with net income of
$101.6 million, or 48 cents a share,
in the three months to June 30, com-
pared with $56.1 million, or 39 cents
a share, a year earlier. Revenue rose
47% from the second quarter of
2007, to $821.5 million, but 1% from

the first quarter, when trading vol-
ume was particularly high.

Late afternoon Wednesday in
New York, Nasdaq OMX shares were
up 19%.

Mr. Greifeld said the company
had a “good” pipeline of new U.S.
listings, driven by the addition of
new services in recent years and
market-share gains in the trading of
U.S. stocks listed on NYSE Euro-
next’s New York Stock Exchange.

Nasdaq lifted its share of exe-
cuted trades in U.S.-listed stocks to
29.6% in the June quarter from
28.8% a year earlier, although the
share fell from 31.2% in the previous
three months.

Nasdaq OMX profit soars; merger yields savings

By Ruth Simon

Until recently, it appeared that
mortgages originated in 2006
would go down as the worst-per-
forming home loans in recent his-
tory. But it turns out that the 2007
vintage is even weaker.

That’s surprising because ana-
lysts widely assumed that lenders
began to tighten credit in late 2006,
when it became evident that lax
lending standards were leading to
higher mortgage delinquencies. The
first major casualty of the subprime-
credit crunch, New Century Finan-
cial Corp., imploded in early 2007.

Yet an analysis prepared for The
Wall Street Journal by the Federal De-
posit Insurance Corp. shows that de-
linquencies are rising at a faster pace
for loans originated last year, with
prime mortgages from 2007 nearly
three times as likely to be seriously
delinquent—defined as more than
90 days past due or in foreclosure—
after 12 months as similar mortgages
originated in 2006. The FDIC’s analy-
sis was based on mortgage data pro-
vided by LoanPerformance, a unit of
FirstAmerican CoreLogic Inc.

The weak performance of the
Class of 2007 raises questions
about just how much lenders tight-
ened when the mortgage market be-
gan to weaken. It also suggests that
the industry’s woes could last
longer than some believed.

Until these bad loans are fully di-
gested, “foreclosures will remain at
record highs, the financial system
will be under severe stress and the
broader economy will sputter,” says
Mark Zandi, chief economist of
Moody’s Economy.com. One piece of
good news, he says, is that loans
originated in the fourth quarter of
2007 and early 2008 appear to be
performing better.

The pain is being felt across the
mortgage industry. Freddie Mac re-
ported Wednesday that 1.38% of the
2007-vintage loans it purchased
were seriously delinquent after 18
months, compared with 0.38% of
2006 loans at the same point in
their life. Last month, J.P. Morgan
Chase & Co. said it expects losses on
the prime mortgages it holds to tri-
ple from current levels; the increase
in bad loans is driven mostly by
jumbo mortgages originated in the
second half of last year.

At Washington Mutual Inc.,

27.2% of subprime mortgages origi-
nated in 2007 were at least 30 days
past due at the end of the second
quarter, compared with 24.3% of
such loans originated in 2006. Na-
tional City Corp. said recently that
2007 loans are driving delinquencies
in its home-equity portfolio.

Economists suspect part of the
explanation for the high delinquen-
cies is that home prices have fallen
further and faster than most lend-
ers ever imagined. Many borrowers
who took out mortgages last year
now owe more than their home is
worth, making it difficult for them
to sell their home or refinance.

To be sure, lenders did take some
steps to cut their losses. The Federal
Reserve Board’s quarterly survey of
bank loan officers indicates that
lenders began to tighten underwrit-
ing standards in late 2006. And loan
volume declined 18.5% last year, ac-
cording to the trade publication In-
side Mortgage Finance.

Still, it’s now evident they didn’t
pull back far enough. “The more con-
servative lenders were scaling back
in 2007, but the more aggressive
lenders were expanding,” says Fred-
erick Cannon, an analyst with Keefe,
Bruyette & Woods.

The sharpest pullback in lending
didn’t begin until the second half of
the year, when investor demand for
mortgage-backed securities waned.
Wells Fargo & Co., for instance, re-
duced the maximum amount borrow-
ers could finance in the fourth quar-
ter of 2007 and again in the first quar-
ter of 2008, according to a recent ana-
lyst presentation. J.P. Morgan Chase
had tightened standards twice by Au-
gust of 2007, but was still making
some loans that didn’t require full
documentation of borrowers’ in-
come and assets. Wachovia Corp.
made its most drastic changes in
loan standards earlier this year.

The changes that lenders did
make often took 60 to 90 days to im-
plement, says Michael Zimmerman,
senior vice president for investor rela-
tions at mortgage insurer MGIC Corp.

Others say fraud might have
played a role, too. As credit began to
tighten last year, some mortgage
brokers and borrowers tried to cir-
cumvent the tougher restrictions by
inflating borrowers’ credit scores
and appraisal values, says Jay Brink-
mann, vice president of research
and economics for the Mortgage
Bankers Association.
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