
The European Central Bank and
the Bank of England left key rates
unchanged at 4.25% and 5%, re-
spectively. Rates are likely to stay
on hold in coming months as pol-
icy makers seek to balance the
threat of slowing growth against
a rising risk of inflation. Page 1

n Airbus and Boeing face short-
ages of basic parts, slowing their
drive to boost output of popular
and profitable jets. Page 1

n The disruption in the flow
of Caspian oil caused by a pipe-
line fire shows the global mar-
ket’s susceptibility to sudden
external shocks. Page 17

n U.S. stocks fell amid growing
signs of consumer distress. In
Europe, losses in financials off-
set gains in utilities. Page 18

n Nestlé’s net rose 6%, helped
by sales of coffee and baby food.
The results suggest the company
is coping better than some rivals
with rising food prices. Page 2

n Three of Europe’s largest in-
surers posted steep declines in
second-quarter profits as the
global financial crunch took its
toll on the industry. Page 3

n Barclays reported a sharp
drop in net profit as executives
painted a grim outlook. Page 17

n Sales at BMW and Daimler
show buyers’ preference for
smaller cars has spread to Eu-
rope’s premium market. Page 5

n Toyota’s profit fell 28% in the
first quarter, hit by slumping
U.S. sales of pickup trucks and
SUVs and a stronger yen. Page 5

n A Norilsk shareholder dispute
escalated after Rusal called on
regulators to investigate the
largest shareholder. Page 6

n Nokia’s chief still sees plenty
of room for growth in China,
already the world’s largest cell-
phone market. Page 8

n The U.K.’s antitrust watch-
dog brought charges against
four current or former British
Airways executives. Page 5

n Deutsche Telekom posted a
35% drop in second-quarter net
profit. Page 6

Banks keep
rates steady,
weigh risks

Will events or other agendas
define Beijing’s Olympics?

Pakistan’s ruling coalition said
it will try to impeach Musharraf,
imperiling the position of a key
U.S. ally and threatening more
political chaos. The move is an
effort to pressure him to quit. He
canceled an Olympics trip. Page 9
n Pakistan said 25 pro-Taliban
militants and two soldiers died in
fighting near the Afghan border.

n The Olympics formally begin
Friday amid a multitude of com-
peting agendas for how these
Games should be defined. China
chided Bush for interfering in its
affairs after he commented on its
rights record. Pages 1, 2 and 27
n Two Beijing women who pro-
tested evictions before the Games
were taken from their homes to a
police station. Thousands of Ti-
betan exiles demonstrated
against China in Nepal and India.

n A U.S. military jury sentenced
bin Laden’s former driver to 5µ
years in prison for aiding terror-
ism, making him eligible for re-
lease in six months. Page 3

n Two Iraqi officials say Bagh-
dad and the U.S. are near a deal
to have all U.S. combat troops
out by October 2010 and remain-
ing forces about three years later.

n Georgia’s president told his
country’s forces to cease fire in
separatist South Ossetia after
days of clashes. He urged talks
and proposed Russia as a guaran-
tor of autonomy. Page 10

n An explosion on a beach in
the Russian resort that will host
the 2014 Winter Olympics killed
two and wounded at least seven.

n Three explosions occurred
near a government building in
Istanbul, slightly hurting three
people. The cause was unclear.

n Malaysia formally charged
Anwar with sodomy. The opposi-
tion leader pleaded not guilty
and was released on bail. Page 10

n The army general who led the
Mauritania coup staged a march
through the capital. The U.S. sus-
pended nonhumanitarian aid.

n A 5.7-magnitude quake hit In-
donesia’s Sumbawa island, dam-
aging about 1,200 buildings and
injuring at least five people.

n The Philippine government
issued a 24-hour ultimatum for
the Muslim rebel MILF to vacate
several southern villages and al-
low 6,500 Christians back to
their homes or face attack.

Editorial&Opinion

Shortages of basic parts
disrupt Airbus, Boeing
Small suppliers slow
drive to lift output;
too few seats, toilets

By Joellen Perry

FRANKFURT—European policy
makers kept interest rates steady
Thursday, and are likely to keep
them on hold in coming months, as
they balance the threat of sharply
slowing growth against rising infla-
tion risks.

As expected, the European Cen-
tral Bank and Bank of England left
their key policy rates at 4.25% and
5%, respectively. Recent weak eco-
nomic reports and deteriorating
confidence measures in the 15 coun-
tries that share the euro “clearly sug-
gests the materialization” of some
risks to growth, the central bank’s
president Jean-Claude Trichet said
in a news conference following the
bank’s decision. Midyear economic
activity will be “particularly weak,”
he said, confirming the economy
will “trough” in the second and
third quarters amid a global slow-
down, still-high commodity prices
and credit-market woes.

Despite the deteriorating
growth outlook—the scope of which
Mr. Trichet said policy makers
didn’t fully anticipate—he defended
the bank’s decision to increase its
key rate in July to 4.25%, noting that
inflation risks have risen. But he reit-
erated that the future course of

Please turn to page 3

Carry on, Europe
Amid the financial crisis and
Doha failure, this is no time
for introspection. Page 13

Flashy buildings such as the National Olympic Stadium, above, have been used as
proof of both crypto-fascism and democratization in China.
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Slowed ascent

*First-half official figures, and full-year forecasts Source: the companies; Photo: Emirates
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 Jetliner deliveries:

Delays finishing interiors
of jetliners like this Boeing
777 for Emirates could
undermine ambitious
production plans at
Airbus and Boeing.

Still sailing: Classic yachts
are racing again
WEEKEND JOURNAL | PAGES W8-W9

In U.S. South, Democrats
tap conservatives to run
NEWS IN DEPTH | PAGES 14-15

By Daniel Michaels

And J. Lynn Lunsford

Airbus and Boeing Co. have both
struggled with complex technology
and assembly issues that have de-
layed their rollout of ambitious new
jet models. Now the manufacturing
rivals face a more basic problem
with the production of their exist-
ing planes: a shortage of less-ad-
vanced equipment such as seats, toi-
lets and galleys that is slowing
down their assembly lines.

The lack of more-mundane com-
ponents is disrupting production
lines at both aviation giants, increas-
ing their manufacturing costs. It is
also slowing millions of dollars in
payments from aircraft customers,
which normally fork over a signifi-
cant part of a jetliner’s price on de-
livery, following installment pay-
ments during production.

The problem stems from small
suppliers that have overcommitted
to build equipment and didn’t gear
up production fast enough to de-
liver it. The suppliers’ struggle to de-
liver certain items—like galleys cus-

tomized with rice cookers and
espresso makers—is taking a toll.

Boeing recently missed its sec-
ond-quarter earnings projections
partly because three big widebody
jetliners couldn‘t be delivered on
time due to unfinished interiors. At
Airbus, roughly 8% of widebody de-

liveries this year have faced some
delay because of the problems, a top
Airbus executive said.

The delays come at a critical
time for Boeing and Airbus, a unit of
European Aeronautics Defence &
Space Co. because both face billion-
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By Ian Johnson

BEIJING—Since at least 1936, al-
most every Olympic Games has be-
come known for a dominant story
line: Hitler and Jesse Owens in Ber-
lin, the black-power salute in Mex-
ico City, the massacre of athletes in
Munich, or the bribery scandal in
Salt Lake City.

Now it’s Beijing’s turn, with a dif-
ference. Most other Olympics ac-
quired their label during or after the
games, usually after emotions had

coalesced or a big news event
pushed other stories off the front
page. But the combination of fasci-
nation with China and increasingly
intense churn of media attention
has changed that. The effort to de-
fine this summer’s games has been
going on now for months, a cacoph-
ony of narratives that have vied for
dominance even before the games
begin.

The games are to formally kick
off Friday with an elaborate open-
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Shortages of basic parts disrupt Airbus and Boeing

ing ceremony directed by Zhang Yi-
mou, China’s most famous film-
maker. A chorus of Chinese children
are to sing the Olympic anthem in
Greek, and an elaborate fireworks
show will light the sky. Scores of cor-
porate chiefs and heads of state—in-
cluding U.S. President George W.
Bush—are expected for what seems
like a combination of sporting event
and diplomatic summit.

For many, these Olympics are a
Rorschach test for how one feels
about a big, complicated and
hard-to-pigeonhole developing
country holding a major interna-
tional event. Human-rights
groups have tried to dub the
games the “genocide games” for
Beijing’s support of Sudan and
that African government’s alleged
crimes in Darfur. Others have
called them the “smog games” for
the city’s dreadful air pollution.
Still others predict this will be the
games when China gets crowned
the next sporting superpower.
Meanwhile, architecture critics
have descended upon Beijing to
visit the city’s new trophy build-
ings, seeing in them signs of every-
thing from crypto-fascism to archi-
tecture’s power to democratize.

All of which has led to perhaps
the most unexpected story line of
all: the China-fatigue games.

“There’s almost the feeling of
the anticlimactic games,” says Jef-
frey Wasserstrom, a professor of
Chinese history at the University of
California, Irvine, and author of a
book on China’s role in the global vil-
lage. “It’s almost as if the Olympics
have happened already.”

China’s own hopes are relatively
simple. “I hope [visitors] will see a
peaceful China, a civilized China
and a China that is progressing,” Wu
Jianmin, a senior Chinese diplomat,
told journalists Thursday.

The effort to define China’s first-

ever Olympics goes back at least to
2001, when China won the right to
host the Games. China’s president at
the time, Jiang Zemin, declared it
one of the most important victories
for China in recent history. Hosting
became a national task; it was no
longer just Beijing’s games but Chi-
na’s games, with the entire country
mobilized behind it.

That made it a tempting target
for China critics. Plans to disrupt
the games began early. Two years
ago, for example, students at Har-
vard University hosted a confer-
ence on how to use the 2008 Olym-
pics to publicize the issue of Ti-
betan independence. They decided
to appeal to world leaders to boy-
cott the games and plotted about
how to organize demonstrations in-
side China during the games.

Other groups targeted the torch
relay. In what proved to be a tactical
mistake, China decided to hold the
relay in Western countries, where
protests then took place. China was
stunned when protesters in France
almost stopped the relay by grab-
bing the torch.

Celebrities got involved early on,
too. When director Steven Spiel-
berg said he would help stage the
opening ceremony, actress Mia Far-
row publicly criticized him for help-
ing a government that she said was
aiding Sudan commit genocide in
Darfur. Mr. Spielberg pulled out.

One reason why politics may be
so high on the agenda is that this is
only the second time since the end
of World War II that the games
haven’t been held in a country that
is pro-Western or at least neutral.
The only other time, 1980 in Mos-
cow, the U.S. led a boycott (which
China also joined).

“Part of what’s happening is the
clash between East and West,” says
Susan Brownell, who has written ex-
tensively on Chinese sports. “We
have a rising power that is not un-

der U.S. control.”
Politics hasn’t been the cause of

the “smog games” label. A year be-
fore the games, Western media
were raising questions about
Beijing’s air quality. China coun-
tered by vowing to improve it. Some
independent evidence shows that
air quality is getting better.

Thursday, a haze still blanketed
Beijing, but experts said pollution
levels were down 20% over the
same period last year.

According to data from the govern-
ment, the average for the air-pollu-
tion-index readings for the past 18
days since the strict controls began
fell to 76.5 from 94.7, with 100 as the
maximum for healthy levels. That still
left the levels much higher than what
the World Health Organization consid-
ers safe and higher than what most
Westerners will be accustomed to.

The environment highlights how
China is caught in a Catch-22. The

roaring economy and overall popu-
lar support for the government is
due to relaxed economic and politi-
cal control. But to improve the envi-
ronment—and in general to hold the
Games successfully—China has re-
sorted to top-down measures, such
as banning cars or temporarily clos-
ing factories.

“The great irony of this is that
much of the success of China [in re-
cent decades] is a retrenchment of
the government and to a certain ex-
tent political relaxation,” says
Jacques deLisle, a professor at the
University of Pennsylvania who has
written on the battle to control the
Beijing Games’ image. “But to get
this image across they have to go
back to pre-reform methods.”

In the battle to control the mes-
sage, proponents and opponents
have drawn on history. Critics have
dubbed this a redux of the 1936
games, which the Nazis used to em-

phasize their near-total control
over society. Defenders have said it
is more like the 1988 Seoul games,
which came to symbolize South Ko-
rea’s dramatic democratization.
Others see this closer to Tokyo in
1964: an Asian country eager to put
the past behind it and dazzle with
technological wonders like the Bul-
let Train.

Although China isn’t as techno-
logically advanced as Japan, it has
deployed state largess to impress
visitors, especially architecture
fans. Critics have visited and been
duly impressed by the city’s new tro-
phy buildings, such as the “Bird’s
Nest” stadium, the giant new home
for state broadcaster China Central
Television and the egg-shaped Na-
tional Center for the Performing
Arts. Even though the latter two
aren’t related to the Olympics, they
have been taken as symbols of a
new, dynamic China, never mind
that they are products of a colossal
state effort.

Much of this discussion, however,
may be irrelevant for the most impor-
tant target audience: the Chinese peo-
ple themselves. The foreign criticism
has already helped the government
by causing Chinese to pull together
defensively, says Scott Kronick, who
heads the China operations of public-
relations giant Ogilvy, which has
done pro bono consulting work for
the Chinese government.

“They want to use this to pro-
mote reforms and national unifica-
tion—the harmonious society,” Mr.
Kronick said. “I think it’s achieved
this already. Even the foreign criti-
cism has helped this.”

For many Chinese, the flood of
state leaders and foreign dignitar-
ies will show that the government
has succeeded. The Olympics, says
Prof. deLisle, will come across to
most people here like this: “Chinese
athletes will win, the world will
come to China, and there will be this
incredible show.”
 —Shai Oster

contributed to this article.

Continued from first page

China seeking bigger place in world with Olympics’ push

Protesters wave Tibetan flags in Germany, part of a long campaign to use the
Olympics to pressure China’s human-rights policies.

FROM PAGE ONE

dollar cost overruns on their devel-
opment projects. Airbus has been
struggling since 2006 to resolve
problems wiring its giant two-deck
A380 superjumbo. Boeing over the
past year has suffered delays build-
ing its new 787 Dreamliner because
far-flung suppliers that are develop-
ing advanced new components have
been unable to meet tight delivery
deadlines.

Amid those financial strains,
both companies are scrambling to
boost income from popular existing
jet models by accelerating output.
Airbus is now producing planes at a
record level and Boeing is running
at its highest rate since 2001. The
newly delayed planes—such as the
Boeing 777 and the Airbus
A330—have sold for years and their
assembly lines had been running
smoothly until a few months ago.

But now, the production of these
older models is encountering prob-
lems. Managers at both rivals sug-
gest the snags could affect this
year’s financial results, although nei-
ther company has issued a profit
warning. Both are being forced to op-
erate well below their planned effi-
ciency. Airbus, for example, has in-
curred big overtime expenses and
lost productivity because the lack of
certain parts has forced assembly
work to be handled out of its
planned sequence.

Airbus hasn't had any cancella-
tions because of the delays, “but it’s

come damn close. It’s also cost a ton
of money,” said Tom Williams, Air-
bus executive vice president for pro-
grams. “We’ve done some horren-
dous summersaults” to get planes
delivered.

Delays installing equipment are
particularly costly to Airbus and
Boeing because airplanes with
sticker prices well above $200 mil-
lion each must be shoved out the fac-
tory door to sit idle until compo-
nents arrive. “You have a huge asset
that’s not moving, waiting on a gal-
ley,” said Steve Schaffer, Boeing’s
vice president and general manager
for supplier management. “It does
disrupt our factory.”

As they have done with more
complex components to solve pro-
duction problems, both manufactur-
ers are getting into their suppliers’
operations. Both have organized
what Mr. Williams called a “hit
squad” of engineers, supply-chain
specialists, manufacturing experts
and even blue-collar workers. “The
issue can even escalate to the point
that I have to go and ask, ‘What the
hell’s going on?’ ” Mr. Williams said.

Boeing and Airbus say the delays
affected older-production planes
emerged almost a year ago, but this
year have gotten much worse. The
fundamental problem, both say, is
that companies producing equip-
ment like jetliner galleys, toilets
and business-class seats are often
relatively small. Most lack the re-
sources to expand design depart-

ments and manufacturing quickly
when business picks up rapidly, as it
did over the past two years.

One of the biggest problems has
been at German galley producer Sell
GmbH, a unit of Britain’s Premier
Aviation Interiors Group. The three
planes that Boeing couldn’t deliver
earlier this year were 777s destined
for Dubai’s Emirates Airline that sat
for weeks without galleys from Sell.

Emirates Chief Executive Tim
Clark said that the delay has hurt
Emirates’ planned expansion of ser-
vice to the U.S. West Coast. “We
have launched firm dates three
times only to have to defer because
of Sell’s late galleys,” Mr. Clark said.
He said the delays have undermined
Emirates’ credibility with travel
agents and would-be travelers:
“They no longer believe the dates
we give them.”

Mr. Schaffer said Boeing officials
saw during a visit to Sell’s factory
last summer that the company was
beginning to strain under the load
of orders. “We recommended that
they do things to shore up their pro-
duction capability, but not all of
those actions were done in a timely
manner,” he said. The delays got
bad enough several months ago that
Boeing began advising customers to
avoid ordering from Sell or risk de-
lays in their deliveries.

Premier Chief Executive Paul
Carter, who joined the company at
the end of last year, said Sell had
failed to expand sufficiently to han-

dle its success winning contracts.
He noted that galleys for large long-
range jetliners cannot be mass-pro-
duced, because each customer has
specific requirements regarding
size, layout and additional equip-
ment such as steam ovens, rice cook-
ers and coffee makers. That means
expanding production requires
large investments in new employ-
ees and equipment.

Mr. Carter said Sell has this year
added some 250 manufacturing
workers to its previous staff of
around 425, and invested millions of
euros in new machine tools and ex-
tra factory space. “We are now get-
ting to the level of capacity we need
going forward,” Mr. Carter said.

“The level of help we’ve had from
both Airbus and Boeing has been
quite extraordinary,” Mr. Carter
said. “We’re quite grateful.”

Other problem areas include
business- and first-class seats and
lavatories. Premium-class seats are
custom-made in relatively small
numbers and include systems like
power ports, motors to make seats
spread flat and advanced lighting.
Lavatories, while more standard,
are increasingly being customized
for premium-class cabins.

It remains unclear how badly the
problems will affect the production
targets of the aircraft manufactur-
ers. “We need to be very careful as
we get close to the end of the year,”
when deliveries and revenues get
tallied up, Mr. Williams said.

Continued from first page

“Networking with
The Wall Street Journal

Europe?”

Win 1 out of 3 seats at
our Wall Street Journal
table at the Future of
Europe Summit 2008.

27 and 28 November

Centre de
Congressos d’Andorra

la Vella, Andorra

www.europesummit.org

To win a seat email us your full
contact details with “Summit” in
the subject field. Reply by noon
CET, November 1, ‘08 to the
address below. Winners will be

informed by email.

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

28 FRIDAY - SUNDAY, AUGUST 8 - 10, 2008 T H E WA L L ST R E ET JOU R NA L .



Barra, Luciano ............... 27
Benetton, Gilberto ....... 18
Bernabè, Franco ............ 18
Bernard, Andrew .......... 27
Bouton, Daniel ............. 17
Brito, Carlos ................. 17
Bulcke, Paul ..................... 2
Burger, Ian ..................... 26
Burnett, Alan ................. 5
Burns, Iain ....................... 5
Carter, Paul .................. 28
Castro-Wright, Eduardo . 7
Cayne, Jimmy ................ 17
Cheng, Geoffrey ............ 21
Clark, Tim ..................... 28
Collett, Ben .................. 21
Crawley, Andrew ............ 5
Dalton, Mark ................ 20
Davis, Mick .................... 19
Deripaska, Oleg .............. 6
Dewan, John ................. 27
Diamond, Bob ................ 18
Eick, Karl-Gerhard .......... 6
El-Erian, Mohamed ....... 20
English, Mike ................. 6

Fernando, Vincent ........ 21
Fossati, Marco .............. 18
George, Martin ............... 5
Hale, Trevor ..................... 8
Hannam, Ian .................. 19
Jones, Paul Tudor ......... 20
Kallasvuo, Olli-Pekka ..... 8
Kaplan, Robert .............. 20
Kinoshita, Mitsuo ........... 5
Klarman, Seth ............... 20
Koenig, Elke ................. 22
Kounis, Nick ................... 3
Larson, Jeffrey ............. 20
Lucas, Chris ................... 18
Maeda, Koichi ................. 8
Mazzuoli, Robert ............ 3
Mendillo, Jane .............. 20
Meyer, Jack .................. 20
Mohagen, Lars ............. 21
Obermann, René ............. 6
O’Kane, Michael .............. 5
O’Neal, Stan .................. 17
Ospel, Marcel ................ 17
Pallotta, James ............. 20

Park Suk-Hyun .............. 21
Paulson, John ............... 17
Perkins, Ken .................... 7
Perlet, Helmut ................ 3
Pininfarina, Andrea ...... 22
Potanin, Vladimir ........... 6
Prince, Charles .............. 17
Richards, Iain ................ 26
Schaffer, Steve ............. 28
Schwartz, Alan ............. 17
Schwendimann, Patrik .... 2
Seibel, Darryl ............... 27
Shibli, Simon ................. 27
Singh, James .................. 2
Skipper, Anita ............... 26
Slater, Todd ..................... 7
Smith, Ronald ............... 22
Syron, Richard .............. 20
Thain, John ................... 17
Tome, Craig .................. 20
Trichet, Jean-Claude ...... 1
Varley, John .................. 17
Williams, Tom ............... 28
Yang, Jerry ................... 17
Yang Yuanqing ............... 8
Zhang, Yale ..................... 8

Abercrombie & Fitch .... 7
Aegon ........................ 3,18
Aer Lingus Group ......... 5
Aeropostale .................. 7
Air France-KLM ............. 5
Allianz SE ................ 3,26
Ambac Financial Group.18
American Eagle

Outfitters ................... 7
American International

Group ............. 18,21,26
Apple .............................. 8

ArcelorMittal ................ 8
AXA .......................... 3,18
Barclays ............. 17,18,26
Baupost Group ............ 20
Bayer AG ........................ 6
Beiqi Foton Motor ........ 8
BHP Billiton ................... 6
Biomarin Pharmaceutical

.................................. 18
Blackstone Group ........ 17
BMW .............................. 5
Boeing ........................... 1

Bolloré Group ............... 22
BP ............................ 17,18
Bristol-Myers Squibb .... 2
British Airways ............ 5
Cadbury .......................... 2
Campbell Soup ............... 2
Carrozzeria Bertone .... 22
Cazenove Group ........... 19
China National

Petroleum ................ 22
China Oilfield Services .22
China Petrochemical .. 22
Citadel Investment

Group ........................ 20
Citigroup ................. 17,19
Coca-Cola Co. ................ 4
Coca-Cola Femsa .......... 4
Convexity Capital ....... 20
Cosco ............................ 21
Costco Wholesale .......... 7
Daimler ...................... 5,8
Danske Bank .................. 8
Deutsche Telekom ......... 6
easyJet .......................... 5
Electricité de France ... 18
Elpida Memory ............. 8
Emirates ...................... 28
European Aeronautics

Defence & Space ........ 1
Fannie Mae ................. 18
Ford Motor .................... 5
Fraport .......................... 8
Freddie Mac ........... 18,20
Gap ................................. 7
Gazprom ...................... 22
General Motors ............. 5
Groupe Danone .............. 2
Gruppo Cimbal .............. 2
Hannover Re ............... 22
Harvard Management .20
Hershey ......................... 2
H.J. Heinz .................... 2
Honda Motor ................. 5

Imperial Energy .......... 22
InBev ........................... 17
Inpex Holdings ............ 21
Interros ......................... 6
JAL ................................ 7
J.C. Penney ............... 7,18
J.P. Morgan Chase .. 17,19
King Pharmaceuticals 18
KKR Private Equity

Partners .................... 17
Kohlberg Kravis Roberts

.................................. 17
Kohl’s .............................. 7
Kookmin Bank ............. 21
Kraft Foods .................... 2
Lehman Brothers

Holdings ................... 18
Lenovo Group ................ 8
Limited Brands ........... 18
Lonmin ........................ 19
L’Oréal ............................ 2
MBIA ........................... 18
Merrill Lynch ......... 17,19
Mitsubishi UFJ Financial

Group ....................... 21
Morgan Stanley .......... 19
Motorola ....................... 8
Neptune Orient Lines 21
Nestlé ............................. 2
Nissan Motor ................ 5
Nokia ............................. 8
Nordstrom ..................... 7
Norilsk Nickel ................ 6
Novartis ........................ 2
Novo Nordisk ........... 8,18
Oil & Natural Gas ....... 22
Pacific Sunwear of

California .................... 7
Paulson ....................... 17
Pfizer .............................. 6
Pininfarina .................. 22
Portugal Telecom SGPS 8
Premier Aviation

Interiors .................... 28

Raiffeisen International
Bank-Holding .............. 8

Raiffeisen Zentralbank
Österreich ................... 8

Roche Holding .............. 6
Rosneft ....................... 22
RSA Insurance Group ... 3
SABMiller ...................... 4
Saks ............................... 7
Samsung Electronics ..... 8
Sanyo Electric ............... 8
SAS ................................ 5
Société Générale .... 17,26
Sowood Capital

Management ........... 20
Standard Chartered ...... 8
Tabcorp Holdings .......... 8
Target ............................ 7
Tatts Group .................... 8
Telecom Italia .............. 18
Telefónica ....................... 8
Temasek Holdings ....... 21
Thai Union Frozen

Products ...................... 8
TNK-BP ........................ 22
Toyota Motor ................. 5
Tudor Investment ....... 20
TUI ............................... 21
UBS ......................... 17,19
Unilever .......................... 2
United Co. Rusal .......... 6
Veolia Environnement

............................... 8,18
Verisign ....................... 18
Virgin Media .................. 8
Vivendi ........................ 18
Vivo Participacoes ........ 8
Wal-Mart Stores ...... 7,18
Warner Music Group .... 8
Wm. Wrigley ................ 2
Woori Finance Holdings

.................................. 21
Wyeth ............................ 6
Xstrata ........................ 19
Yahoo ........................... 17

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

Nestlé delivers strong net to CEO
Firm is unaffected
by rising farm prices,
economic slowdown
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Nestlé total sales for the first half of 2008 were up 3.8% with help from
its growing nutrition company.
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By Gordon Fairclough

BEIJING—U.S. President George
W. Bush landed here late Thursday—
the eve of the Beijing Olympics’ open-
ing ceremony—after China’s govern-
ment chided him for interfering in
its internal affairs by criticizing the
country’s human-rights record.

Mr. Bush, in a speech in Bangkok
on Thursday, called on China to give
its citizens more
freedom and said
the U.S. opposed
Beijing’s deten-
tion of political
dissidents and re-
ligious activists.

In response,
China’s Foreign
Ministry spokes-
man, Qin Gang,
said, “We firmly
oppose any
words or acts
that interfere in other countries’ in-
ternal affairs, using human rights
and religion and other issues.”

In the weeks leading up to the
Games, Mr. Bush has engaged in a deli-
cate balancing act. He has faced pres-
sure at home to confront China over
its treatment of Tibetans and other
human-rights concerns. At the same
time, Mr. Bush is looking to keep rela-
tions on a strong footing with China,
an important trading partner.

Some human-rights groups are
aiming to use the international spot-
light on the Games to draw attention
to what they see as China’s shortcom-
ings. But Chinese security forces
have moved quickly to stifle any dem-
onstrations.

Mr. Bush has pledged to discuss
human-rights issues with Chinese
leaders, including President Hu Jin-
tao, in private meetings during the
Games. In interviews and speeches
ahead of his visit here, Mr. Bush has
stressed his “respect” for the Chi-
nese people and praised the coun-
try’s economic development.

He is certainly taking a less con-
frontational approach on human
rights with China than he has with
Myanmar. In Thailand on Thursday,
he had lunch with a group of well-
known dissidents living in exile from
Myanmar, while first lady Laura
Bush visited camps for refugees
from Myanmar in Thai border areas.

By Aaron O. Patrick

Nestlé SA dodged much of the im-
pact of rising farm-product prices
and slowing economic growth to re-
port a strong profit for the first half
of the year, its first results under
Chief Executive Paul Bulcke, who
took the helm in April.

The world’s biggest food com-
pany, by sales, reported net for the
first half rose 6.1% to 5.2 billion Swiss
francs ($4.9 billion) from 4.9 billion
francs a year ago. Sales rose 3.8% to
53 billion francs. Nestlé doesn’t
break out second-quarter results.

During the period, Nestlé raised
prices on thousands of products in
countries globally. It also sold prod-
ucts with higher profit margins,
such as healthier foods, baby food
and coffee. Sales of its nutrition divi-
sion, which includes Gerber baby
food and Powerbar sports bars, rose
11% in the first half from the year
ago, for example.

Mr. Bulcke has remained largely
out of the public eye in his 30-year-
career at Nestlé. He is so low-profile
with analysts that he didn’t join a
call to discuss Nestlé’s first-half
earnings, leaving Chief Financial Of-
ficer James Singh to handle ques-
tions. A Nestlé spokesman said the
company wouldn’t make Mr. Bulcke
available to comment, and said the
finance chief typically handles first-
half results.

Nestlé has struggled for years to
be nimble as it grew to be so mas-
sive—it had 108 billion francs in
sales last year and says it operates
in every country in the world. Mr.
Bulcke inherits the challenge of cut-

ting costs—something even harder
now with rising food prices—from
his predecessor, Peter Brabeck, who
ran Nestlé for 11 years.

The results suggest Nestlé may
be more resilient than some rivals
to rising food prices. Passing along
higher costs to consumers is a tough
strategy to pull off. Kraft Foods Inc.
and Wm. Wrigley Jr. Co. did it suc-
cessfully in the second quarter. But
Unilever recently reported that
shoppers didn’t buy as many of its
products after it raised prices.

And the market for healthier
foods is getting crowded. Last
month Campbell Soup Co. bought
the Wolfgang Puck business which
makes organic soups, stocks and
broths. Groupe Danone SA bought a
big baby-food maker, Royal Numico
NV, last year. Unilever has been re-
ducing the fat and sugar in thou-
sands of its products.

A big question mark looming
over the maker of such brands as
Perrier water, Nespresso, and Pu-
rina pet food is acquisitions. While
Mr. Bulcke said in a recent press

briefing, “I don’t feel the need for
the time being for game-changing
acquisitions,” he will have the fire-
power to make a big deal. Nestlé
stands to receive $39 billion from
the agreed-upon sale of its Alcon
Inc. eye-care business to Novartis
AG. Nestlé isn’t likely to receive the
full payment until 2010 or 2011.

As a result, food-industry ana-
lysts are putting together dream
lists of potential targets. They in-
clude ketchup-maker H.J. Heinz
Co., candy makers Cadbury PLC and
Hershey Co., and baby-formula com-
pany Mead Johnson, which Bristol-
Myers Squibb Co. owns and plans to
spin off as a separate company.

Another possibility is cosmetics
giant L’Oréal SA, in which Nestlé al-
ready has a 28.9% stake and has first-
right-of-refusal over the stake of
the company’s majority share-
holder should it decide to sell.

Spokespeople for the companies
either declined to comment or
didn’t respond to requests for com-
ment Thursday.

Two products sold particularly

well in the first half: coffee and baby
food. Driven by the growing popular-
ity of the Nespresso home coffee ma-
chines, which the company doesn’t
make but which it supplies prepack-
aged coffee for, Nespresso coffee
sales products rose 40%. The Ne-
spresso coffee is prepackaged to fit
the machines.

Last year’s acquisition of for-
mula-maker Gerber boosted baby-
food sales, a fast-growing market in
which Nestlé has been working hard
to catch up to rivals like Danone SA.

“Nestlé was sleeping a couple of
years ago” in the baby-food market,
says Patrik Schwendimann, an ana-
lyst at Zürcher Kantonalbank in
Switzerland.

Born in a Dutch-speaking dis-
trict of Belgium, Mr. Bulcke speaks
French, Spanish, Portuguese, Ger-
man, and English, and joined Nestlé
in his mid-20s as a marketing
trainee in 1977. He was known
within the company as good trouble
shooter and in 1998 was given the
delicate assignment of dismantling
a joint venture between Nestlé and
rival Danone in the Czech and Slo-
vak Republic to make cookies and
candy.

“Everyone knows how to inte-
grate. When you split a company
you have to build up a new culture.
It was quite tough,” Mr. Bulcke said.

He rose to Head of Zone Ameri-
cas, a position with responsibility
for the U.S., Canada and Latin Amer-
ica, until he became CEO in April.

One of Mr. Bulcke’s pet projects
is a machine that would make what
he describes as Starbucks-quality
coffee—but with Nestlé coffee and
creamer. Nestlé and Italian coffee-
machine maker Gruppo Cimbali
SpA are working on two versions:
an expensive machine for cafés and
restaurants and a less-expensive
one to be sold to restaurants in the
developing world, Mr. Bulcke says.

The big challenge is finding a
way to create milky foam that
doesn’t go flat. “I know how to do
that,” Mr. Bulcke said. (The secret:
blowing air into milk at the correct
angle, he said.) “We’re not inter-
ested in commodity businesses.
We’re selling solutions.”

Nestlé declined to say when it
could launch the machine—it may
not be for several years. A Cimbali
spokesman couldn’t be reached.
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By Darren Everson

W
ITH ALL due respect
to the myriad politi-
cal and environmen-
tal issues surround-
ing the Beijing Olym-

pics, the Summer Games are still
games. And there’s one basic ques-
tion that needs to be answered:
Who is going to win?

China, according to the small
band experts that specialize in pre-
dicting the outcome of the Games.
There are 302 gold medals at stake
and most of the academics, econo-
mists and sports experts that have
crunched the numbers favor the Chi-
nese to win the gold-medal count
for the first time, edging out the
Americans. But they still have to

play the games.
Luciano Barra, a
longtime Italian
Olympic official,
did an event-by-
event projection
of medal win-
ners, based on
the results of the
most recent
world-champion-
ship competi-
tions in each
sport. He pre-
dicts the U.S. will
handily win both
the gold-medal

count and the overall-medal count,
which includes silver and bronze. A
Wall Street Journal forecast pre-
dicts likewise.

With China a rising economic
and sports powerhouse, this year’s
Games promise to provide the most
captivating medal race since the
Cold War. This year’s count won’t be
decided in star-studded, low-medal
events like basketball. Nor will
there be many pivotal head-to-head
clashes between the U.S. and China,
since the two countries’ spheres of
sporting prowess mostly don’t inter-
sect. Instead, for clues on who’ll win
national Olympic bragging rights,
look to the results in the lower-pro-
file but medal-rich sports of rowing
(14), shooting (15) and weightlifting
(15). If the Chinese are cleaning up—
they’re already strong in the latter
two, and they’ve focused greatly on
rowing—they could prevail in the
end.

Women’s artistic gymnastics, a
six-event sport and one of the few
where China and the U.S. both pos-
sess top contenders, is another bat-
tleground. On the U.S. side, much is
riding on star swimmer Michael
Phelps, who could win eight golds
alone.

Handicapping the Olympics is dif-
ficult because there are so many
events and variables at work. Some
forecasters focus on a country’s re-

cent economic history and popula-
tion, rather than the athletes them-
selves, to make their medal-count
predictions. The Wall Street Jour-
nal did its own forecast, taking into
account recent national and interna-
tional competitions in every Olym-
pic sport and interviews with ex-
perts. Then, instead of anointing an
absolute first-, second- and third-
place finisher in each event, the fore-
cast assigned probabilities to the
top medal contenders. The U.S. soft-
ball team, which outscored its oppo-
nents 71-6 in the last world champi-
onship, is a heavy favorite to win the
gold, while the German women’s
football team—which won the 2007
World Cup but has strong rivals in
Brazil and the U.S.—is only a slight
one. With the help of sports actuary
John Dewan, owner of Baseball Info
Solutions, we tallied those probabili-
ties and ran 1,000 simulations to cal-
culate the chances of a host of out-
comes, like China’s winning the gold-
medal count.

Our prediction: The U.S. will
likely continue its Olympic winning
streak, both in golds (47 to 38 over
second-place China) and total med-
als (110 to 93, with China second and
Russia third on both counts). The
Americans’ strength lies primarily
in swimming and track and field,
where they are projected to get 29
golds. The Chinese athletes will
likely do little in those two sports,
which together account for 81 of the

302 available golds, undercutting
their chance of winning the most
golds. To be sure, our model might
be overly influenced by the opinions
of American observers, and injuries
and disqualifications could affect
the actual results. Yet, according to
the simulations, there is only a 7.4%
chance of China winning the gold-
medal tally, which in most countries
is considered the standard of Olym-
pic supremacy. (Americans tend to
focus on the overall count, says Dar-
ryl Seibel, a U.S. Olympic Commit-
tee spokesman.)

The U.S.S.R. dominated medal
counts from 1972 until 1992, after
which the Soviet Union’s former re-
publics began fielding independent
teams. Since 1996, the U.S. has won
the gold- and overall-medal counts
in each of the three subsequent Sum-
mer Olympics. China has been gain-
ing, though. After winning five
golds in 1988, the Chinese have nar-
rowed the gold-medal gap in each
Summer Games since. The margin
last time was 36-32, U.S. over No. 2
China.

Andrew Bernard, a professor of
international economics at Dart-
mouth College’s Tuck School of Busi-
ness, sees China nudging past the
U.S. for the gold-medal crown,
37-36. He predicts the medal count
based on a model that weighs four
factors: population, per-capita in-
come, past performance and host-
nation effect. Mr. Bernard claims

96% accuracy in the 2000 and 2004
Games.

Simon Shibli, head of the Sport
Industry Research Centre at the
U.K.’s Sheffield Hallam University,
says that the Bernard model under-
states the gold-medal capabilities
of countries that are taking a strate-
gic approach to improvement—like
China, which through its “Project
119” campaign has aimed to im-
prove its results in athletics and wa-
ter sports. (The number 119 refers to
the number of golds available in
those sports in 2001, when the
project began.) By using regression
analysis—a statistical method of
finding a relationship between vari-
ables—he projects China to top the
gold-medal standings with 46 golds.

Mr. Barra, the official who was
deputy chief executive of Italy’s
2006 Turin Winter Games, started
doing his Olympic forecasts in the
1990s to gauge how his country
stacked up. He takes a different ap-
proach. The U.S. should win the gold
count over China, 49-38, he says,
based on the results of the most re-
cent world championships.

In swimming, Mr. Phelps’s indi-
vidual haul is another big question.
He has a chance to break Mark
Spitz’s record of seven golds in a sin-
gle Olympics. Mr. Spitz, who set the
mark in swimming in 1972, says he
thinks Mr. Phelps will succeed. But
an unusual element could affect the
competition this year: the time of

day the finals will be held. In order
to accommodate NBC and its Ameri-
can audience, swimming finals—
which customarily occur in the
evening—will take place in the
morning, during U.S. prime time.
That could throw top contenders
off, because they are used to taking
it easy during morning preliminar-
ies and then going all-out during the
medal-deciding finals at night. “If I
were Michael, I’d be screaming
bloody murder,” Mr. Spitz says.
(Our forecast puts Mr. Phelps’s
chances of winning eight golds at
22%.)

While the world awaits the
Beijing Games, the betting world
yawns. Las Vegas sports books can’t
take bets on amateur non-collegiate
events like the Olympics, says Jerry
Markling, chief of the enforcement
division of the Nevada State Gaming
Control Board. Besides, “the inter-
est just isn’t there,” says John Av-
ello, race and sports book director
at the Wynn Las Vegas. Bettors like
to watch what they’re betting on, he
says, and the Olympics often occurs
several time zones away, making
viewing live events arduous.

Who is going to take home the (most) gold?
Experts say China
will beat the U.S.;
our forecast differs

7 7

Qin Kai and Wang Feng are among China’s medal favorites. Most academics, economists and sports experts favor the Chinese to win the gold-medal count for the first time.
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Banks hold key rates steady

Insurers’ profits shrivel
Steep declines in net
reflect write-downs;
pessimistic outlook

Insurance companies
YEAR-TO-DATE SHARE PERFORMANCE

Source: Thomson Reuters Datastream
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rates will depend on how inflation
and economic data unfold, saying,
“we have no bias.”

The euro fell to $1.5323 late
Thursday as traders priced out the
possibility of further interest-rate
increases this year. Higher interest
rates can attract investors to a cur-
rency. Futures markets, which be-
fore the bank’s meeting reflected a
small chance that rates could rise
next year, now show the possibility
of a rate cut in the second quarter.

“Certainly growth is coming in
weaker than they expected and it’s
fair to say the chances of rate hikes
have fallen,” says Nick Kounis, chief
European economist at Fortis, who

says he believes inflation could
push the central bank to raise rates
in October. New central-bank staff
projections, slated for September,
should reflect the gloomier outlook.
In June, staff forecasts saw euro-
zone growth of about 1.8% this year
and about 1.5% in 2009. Many econo-
mists say the risk of recession, with
a contraction in both the second and
third quarters, is rising.

Data out Thursday deepened the
gloom. German and Italian monthly
industrial output rose 0.2% and
0.1%, respectively, in June, while
France’s trade deficit widened to
Œ5.6 billion ($8.63 billion) from
Œ4.7 billion in May. German exports,
long a mainstay of euro-zone eco-
nomic growth, surged 4.2% in June

compared to May, but analysts
warned real exports shrank sharply
in the second quarter and noted
plummeting new orders suggest
muted export performance in com-
ing months.

Further fodder for slowing
growth should come from the cen-
tral bank’s second-quarter bank-
lending survey, scheduled for re-
lease Friday. Mr. Trichet said the sur-
vey showed a tightening in lending
standards, albeit at lower levels than
in the first three months of the year.

But inflation risks persist. Euro-
zone inflation hit 4.1% in July, its
highest since records began in 1997
and more than double the central
bank’s preferred range of slightly be-
low 2%. Calling the rise “worrying,”
Mr. Trichet highlighted policy mak-
ers’ concerns that rising wage
growth could embed high commod-
ity prices in the economy. The fact
that many wages across the cur-
rency bloc are determined by collec-
tive bargaining, and that wages in
some countries rise automatically
with inflation, has policy makers on
alert. Last week, Lufthansa AG
granted its ground staff and cabin
crew an inflation-beating 5.1% pay in-
crease from July and an additional
2.3% next year.

U.K. policy makers face a similar
quandary. Rising living costs and
tight lending conditions helped
pushed U.K. house prices down 8.8%
last month compared to a year ear-
lier, the biggest annual fall since
mortgage lender HBOS PLC’s index
started in 1983. Economists expect
further falls, even as inflation—
which hit 3.8% in June—could top
4% before year end. Most analysts
expect the U.K. central bank to keep
its key rate steady at 5% for the rest
of this year.

Amid mounting concern about
the quality of some of the collateral
the European Central Bank accepts
from financial institutions for its
open-market operations,
Mr. Trichet reiterated that policy
makers “will see what we have to
do, if it is necessary to refine ele-
ments of our scheme.” The markets
for many asset-backed securities
that the bank accepts as collateral
for its loans have been hit hard amid
the financial turmoil.

Continued from first page

By Nicolas Parasie,

Stefan Kloet

And Ulrike Dauer

Three of Europe’s largest insur-
ers posted steep declines in second-
quarter profits as the global finan-
cial crunch took its toll on the indus-
try.

Allianz SE, Europe’s largest in-
surer by premium income, reported
second-quarter net profit fell 28%
to Œ1.54 billion ($2.37 billion) from
Œ2.14 billion, and the German com-
pany cut its outlook for operating
profit through next year.

Axa SA, Europe’s second-largest
insurer, posted a 32% decline in first-
half net profit, to Œ2.16 billion from
Œ3.18 billion, as the France-based
company marked down assets. But
in a sign of confidence, Axa an-
nounced a stable 2008 dividend of
Œ1.20 a share.

The company dismissed market
speculation it would have to raise
new capital, saying its capital posi-
tion remains strong as a result of
the increased hedging of the group’s
equity portfolio. Axa said the write-
down that affected net profit in-
cluded Œ237 million on asset-
backed securities and Œ502 million
on fixed-income funds.

Axa shares were lifted by the divi-
dend announcement, rising 4.8% in
closing trading in Paris. But Allianz
dipped 0.8% in Frankfurt, and Neth-
erlands-based Aegon NV insurer
fell 7.5%.

Earnings at Aegon fell because of
losses on investments as well as an
increase in credit impairments.
Profit dropped 58% to Œ276 million
from Œ655 million. The group sus-
tained impairments of Œ98 million
before tax, of which Œ57 million was
tied to its U.S. credit portfolio.

The group reiterated it will meet
its recently launched average net un-
derlying earnings growth target of at
least 10% a year to 2012, despite ques-
tions on that goal by some analysts.

Allianz’s sluggish performance

also reflected problems at ailing in-
vestment-bank arm Dresdner. The
unit posted Œ286 million in mark-
downs on its asset-backed securi-
ties trading book and a trading loss
of Œ627 million.

Dresdner Bank is the “black
sheep” in the figures, said Landes-
bank Baden-Wuerttemberg analyst
Robert Mazzuoli. The losses make a
sale of the bank even more difficult,
he said. Banking operations, to
which Dresdner Bank contributes
some 96%, had a quarterly net loss
of Œ552 million.

Chief Financial Officer Helmut
Perlet said he could not rule out fur-
ther crunch-related burdens in the
third quarter. He said the total bur-
den for the group related to the fi-
nancial crunch is just less than
Œ3 billion for the past 12 months.

U.K. insurer RSA Insurance
Group PLC bucked the trend by post-
ing a 38% rise in first-half net profit,
boosted by increased net written
premiums, especially in its interna-
tional markets.

The company said net profit for
the six months ended June 30 was
£287 million ($588.8 million), up
from £208 million a year earlier.

Total net written premiums rose
12% to £3.36 billion. Net written pre-
miums at RSA’s international busi-
ness rose 23% to £1.63 billion. The
emerging-markets business rose
19% to £351 million, while the U.K.
business rose 1% to £1.38 billion.
 —Vladimir Guevarra

contributed to this article.
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“We have no bias”
 on where interest

 rates are headed. 
—ECB President

Jean-Claude Trichet

“We have no bias”
 on where interest

 rates are headed. 
—ECB President

Jean-Claude Trichet

Holding pattern
The European Central Bank and Bank 
of England kept their key rates 
unchanged Thursday, following the
U.S. Federal Reserve's Tuesday 
decision to hold steady

Sources: European Central Bank; Bank of England;
U.S. Federal Reserve
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GUANTANAMO BAY NAVAL
BASE, Cuba—A military jury sen-
tenced Osama bin Laden’s former
driver to 5µ years in prison for aid-
ing terrorism Thursday, making him
eligible for release in just six
months, despite prosecutors’ pleas
to give him no less than 30 years.

Salim Hamdan, a Yemeni who
had faced a maximum sentence of
life behind bars, gets credit for five
years already served at Guantan-

amo Bay. He thanked the jurors for
the sentence and repeated an apol-
ogy for having served Mr. bin Laden.

“Iwouldliketoapologizeonemore
time to all the members and I would
like to thank you for what you have
done for me,” Mr. Hamdan told the
panelofsixU.S.militaryofficers,hand-
picked by the Pentagon for the first
U.S. war-crimes trial in a half century.

The judge, Navy Capt. Keith Allred,
saidhedidn’tknowwhatwouldhappen
to Mr. Hamdan once his sentence ends.

Bin Laden’s ex-driver sentenced

opens the enrollment to the

sixth edition of the

Master of Arts in Design
January 2009- November 2009

The international postgraduate school opened in Milan by the Richemont

Group of which Brands as Cartier,Van Cleef & Arpels, Piaget, A. Lange & Söhne,

Jaeger-LeCoultre, Vacheron Constantin, Officine Panerai, IWC, Baume &

Mercier, Montblanc, Montegrappa, Dunhill, Lancel, Chloé, Purdey, Shanghai

Tang are part of.

The Master of Arts in Design is realized in collaboration with the Poli.design, a

consortium of the Politecnico of Milan, and SDA - School of Management of

the Bocconi University of Milan.

For further information please visit the newwebsite:

www.creative-academy.com

Further information:
Via Giovanni da Udine 32, 20156 Milano Italia
Tel: + 39 02 3026269 Fax: +39 02 3026705
contact: info.italia@creative-academy.com

website: www.creative-academy.com

Reserved to 20 students only, with a degree or an
equivalent qualification in the design field
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Credit-derivative indexes
are pushed higher in Europe

Directors’ legal protection studied
Report says investors
often grant officers
immunity from suits
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Too much confidence?
How different countries treat
shareholder resolutions
granting their directors
immunity from
lawsuits against
management

Immunity
resolutions
not proposed

Source: Manifest

Immunity resolutions
have no legal force

Immunity resolutions
have legal force

www.efinancialnews.com

— NOTICE TO READERS —

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

By Mark Cobley

C OMPANY directors in many Eu-
ropean countries can avoid le-
gal responsibility for negligent

decisions because shareholders rou-
tinely grant them immunity, accord-
ing to a study from corporate-gover-
nance adviser Manifest.

The agency is concerned about
companies that propose resolutions
to their annual meetings to grant
management protection against law-
suits. In some countries, such as the
U.K., such resolutions are uncom-
mon, but Switzerland has a particu-
larly director-friendly legal code, un-
der which executives can be shielded
from cases based on criminal action.

Anita Skipper, head of corporate
governance at Morley Fund Manage-
ment, said, “While often billed as rou-
tine items of business, or as votes of
confidence…in some markets they
could encumber our clients’ ulti-
mate right to seek legal redress.”

Morley sponsored Manifest to
produce the report, which has also
been backed by Railway Pension In-
vestments Ltd., which manages the
£19 billion ($37 billion) Railways Pen-
sion Scheme in the U.K.

It is common for companies in
Belgium, Finland, Greece, Luxem-
bourg, the Netherlands, Portugal,
Sweden and Switzerland to put such
resolutions to shareholders, accord-
ing to Manifest, and they are typi-
cally passed. In Austria, Germany,
France and Spain the resolutions are
common but have no legal force. In-
vestors use them as a vote of confi-

dence in management, similar to a
vote to approve the financial state-
ments in the U.K.

“It was completely off most peo-
ple’s radar screens, and was being
viewed as a routine matter, which is
why we decided to take a look at it,”
said Iain Richards, European head of
governance at Morley. “We do not
have the sort of tort culture they have
in the U.S., and so it is not clear that
people have been prohibited from ac-
tion. But there has been the odd case
in which litigation was one of the op-
tions looked at, and no one had consid-
ered the implications of a discharge.”

Lawsuits against management in
Europe typically take two forms.
They can be brought by the board of
directors on behalf of the company
and its shareholders, such as in the
case against Siemens, or they can be

brought by minority shareholders,
which are called derivative actions.

Ian Burger, corporate gover-
nance officer at Newton Investment
Management, said it was important
that investors understood the impli-
cations of a vote to discharge liabili-
ties. “We would be careful about sup-
porting these discharges in those ju-
risdictions where it limits our ability
to take action in the future,” he said.
“It is important investors and their
advisers understand this issue.”

The differences between Eu-
rope’s 27 jurisdictions are complex.
Manifest said discharge resolutions
tend to look similar from country to
country, leading to “an erroneous
perception that the implications of
such proposals are the same across
Europe.”

In some countries, a discharge
only grants immunity from claims
brought by shareholders who voted
for it. Belgium and Switzerland fall
into this category. In Denmark and
Sweden, the legally binding nature
of the resolution depends on the
level of support it received. In Portu-
gal, immunity requires 90% of share-
holders to vote in favor.

“Switzerland differs from other
markets insofar as a valid discharge
granted by shareholders shelters di-
rectors from liability claims arising
from both intentional and negligent
violation of their duties,” said Mani-
fest’s report. “It can hinder claims
against directors notwithstanding
the fact that such claims are based
on wilful misconduct, fraud or any
criminal offences.”

The agency also said the Euro-
pean Commission’s efforts to harmo-
nize company law and enhance
shareholder rights in Europe had in-
creased investor turnout at com-
pany meetings across the union. A
spokeswoman for the commission
said it had no plans to introduce com-
mon EU standards on the issue.

By Duncan Kerr

European credit-derivative in-
dexes have edged higher following
this week’s write-downs and losses
in the insurance and banking sec-
tors, highlighting the increase in
concern among investors for the
health of the financial sector and
the wider economy.

The investment-grade iTraxx Eu-
rope index, which tracks the price of
credit-default swaps trading on 125
financial and nonfinancial compa-
nies, was one basis point, or one-
hundredth of a percentage point,
wider Thursday at 0.95 percentage
point from the close Wednesday, ac-
cording to CDS data provider Mar-
kit. While equity markets had sent
stocks in the banking sector broadly
higher earlier in the week on rela-
tively strong earnings from Société
Générale and others, the CDS mar-
ket was largely ambivalent, trading
in the mid-90s ahead of the results.
The rise means it costs Œ95,000
($146,414) a year to insure Œ10 mil-
lion of debt outstanding against de-
fault. Credit-default swaps are deriv-
ative instruments that act as a type
of insurance against the nonpay-
ment of bonds.

The iTraxx Europe index is about
0.40 percentage point wider than
the beginning of the year, and about
0.70 percentage point wider from
levels pre-credit crunch. However,
it is still down from record highs of
above 1.10 percentage points in Feb-
ruary and March.

Pricing on the iTraxx Crossover
index, which tracks the credit-de-
fault swaps on the debt of 50 mostly
sub-investment-grade, or junk-
rated, companies, was more vola-
tile, however, with levels moving
0.025 percentage point higher to
5.505 percentage points from the
close of trading Wednesday as senti-
ment soured on earnings reports
from Allianz SE, American Interna-
tional Group Inc. and banks such as
Barclays PLC.

By Matt Turner

The chairman of the U.K. Finan-
cial Services Authority, whose ten-
ure has been defined by the North-
ern Rock crisis, has landed a new role
at the U.K. Treasury ahead of his de-
parture from the FSA in September.

Sir Callum McCarthy will take up
the role of nonexecutive member of
the board at the Treasury when he
leaves the regulator next month. His
is one of three appointments by the
Treasury, which also named Dame
Deirdre Hutton and Michael O’Hig-
gins to the board from Oct. 1.

Nick Macpherson, Treasury per-
manent secretary, said, “I am de-
lighted to welcome Deirdre, Callum
and Michael to the board. They bring
extensive experience to supporting
and challenging the board’s work and
I look forward to working with
them.” The three will be charged with
shaping the strategy and priorities of
the Treasury group for the next three
years, according to a statement.

Mr. McCarthy came in for heavy
criticism from politicians on the
FSA’s handling of the Northern Rock
crisis, which ultimately led to the na-
tionalization of the stricken mort-
gage lender in February.

The appointments were ap-
proved by the Chancellor of the Ex-
chequer Alistair Darling after an
open competition.

FSA chief named
to U.K. Treasury
with two others

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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R
YANAIR Hold-
ings PLC said its
revenue would

fall in the short term,
as a result of the air-
line’s ban on screen-
scraper Web sites.
Screenscrapers are a
type of price-compari-
son Web site that use

technology to shop around for customers. People
who have booked through a screenscraper Web site
will be banned from traveling on a Ryanair flight as
of Monday, said Chief Executive Michael O’Leary.
The low-cost carrier frequently changes the price of
its flights and says screenscraper sites overcharge
fliers, when compared to the fares available directly
from the airline. About half of Ryanair passengers
book through other sites.  —Kaveri Niththyananthan

M
EXICAN soft-drink
bottler Coca-Cola
Femsa said it and

Coca-Cola Co. have agreed
to buy Colombian bottled-wa-
ter business Agua Brisa from
Bavaria SA, a unit of SAB-
Miller PLC, for $92 million.

Brisa sold 47 million
cases of still, sparkling and
flavored water in Colombia
last year, said Coca-Cola
Femsa, adding that the two

companies will each put up half of the money for
the acquisition.

Last year, Coca-Cola Femsa and Coca-Cola
teamed up to buy Mexican juice maker Jugos del
Valle for $370 million in cash and $86 million in
debt. —Anthony Harrup

Ryanair says revenue to fall
due to ‘screenscraper’ ban

G
ERMAN airline
Deutsche
Lufthansa AG

said it is canceling
360 of 400 planned
flights on CityLine, as
pilots at the regional
carrier go on strike.

CityLine feeds pas-
sengers into Frankfurt

and Munich for long-haul routes and its pilots
union, Vereinigung Cockpit, is demanding similar
pay conditions for CityLine pilots as for flight crew
at Lufthansa’s main airline. Pilots at Lufthansa’s Eu-
rowings regional unit had joined CityLine in previous
strikes, but Stefan Lauer, Lufthansa’s head of person-
nel, said Lufthansa was close to a deal with Eurow-
ings after reaching an agreement with its German-
wings subsidiary. —Roundup

Coke and Mexican bottler
agree to buy Agua Brisa

7
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U.S.’s era ends in women’s football
Game spreads to girls
in bastions of soccer,
like U.K. and Brazil

7
AIRLINES
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ut
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By Jon Weinbach

In a decision that could have
broad implications for the interna-
tional sports business, the Court of
Arbitration for Sport ruled that
three of Europe’s top football clubs
can prevent their players from com-
peting in the Beijing Olympics.

The judgment was announced
just hours before the Olympic tourna-
ment kicked off in China Thursday
morning and throws into question
the status of high-profile players
such as Argentina’s Lionel Messi, a
standout midfielder who plays pro-
fessionally in Spain for FC Barcelona.

The case was filed by Barcelona
and two German clubs—Werder Bre-
men and Schalke 04—to appeal an ear-
lier ruling by FIFA, global football’s
governing body, that required profes-
sional teams to release players under
23 years of age for the Olympics. Un-
like the World Cup or the European
Championships, the Olympic football
tournament has never been included
on FIFA’s “match calendar,” which
stipulates when pro clubs must allow
players to suit up for their countries.

As the cost of acquiring football
talent has skyrocketed in recent
years, top clubs have become con-
cerned about players getting injured
during international tournaments. Eu-
ropean teams reap huge financial re-
wards by advancing in tournaments
such as the Champions League, which
begins qualifications later this month
and overlaps with the Olympics.

In its ruling, a three-person panel
of the CAS wrote that FIFA’s omission
of the Olympic tournament from its
calendar meant that the clubs “had
no legal obligation” to release their
players. Along with Mr. Messi, the de-
cision affects two Brazilians—mid-
fielder Diego, who plays for Bremen,
and Rafinha, a defender for Schalke.

The German clubs issued state-
ments Wednesday saying they would
allow the players to compete in
China. “I believe the matter was delib-
erately delayed until just before the
Olympics to put the clubs in an awk-
ward position,” said Andreas Muel-
ler, Schalke’s manager. Barcelona
also allowed Mr. Messi to remain at
the Olympics. FIFA President Joseph
Blatter said he was “surprised and
disappointed” by the ruling.

Home-field edge
China is expected to win
the most gold medals at
Beijing Games > Page 27

Angela Hucles of the U.S. (left) and Norway's Marie Knutsen in a match that the
U.S. team unsurprisingly lost.

CORPORATE NEWS

Strike prompts Lufthansa
to cancel regional flights

Football clubs
can bar players
from Olympics

By Matthew Futterman

F OR NEARLY TWO decades, the
triumphs of the U.S. women’s
football team have proved

that America isn’t completely clue-
less about the world’s most popular
game.

But that dominant era may be
over. Wednesday, the U.S. women’s
Olympic team lost its opening
match at the Beijing Games, 2-0 to
Norway, and this was no surprise.
At the same time that the U.S. team—
once powered by superstars such as
Mia Hamm and Julie Foudy—has
lost its edge, a sea change has oc-
curred in football-crazed nations
such as Argentina and Britain. Even
as those nations elevated women to
the highest echelons—think Eva
Perón and Margaret Thatcher—“fut-
bol” had remained a male sport.

“The last bastion of sexism isn’t
politics,” says Anson Dorrance, who
coached the U.S to victory in the
first-ever Women’s World Cup, in
1991. “It’s being accepted into the
culture as an athlete.”

Soccer, as its known in the U.S.,
has long been one of the most popu-
lar sports among girls in America,
aided since 1972 by Title IX pro-
grams mandating equal treatment
of male and female athletes. So in

1996, when women’s football be-
came an Olympic event, America
struck gold, as it did again in 2004.
It seemed odd that a country that
had never culturally embraced foot-
ball was suddenly dominating it.
But there was a simple explanation:
Unlike, say, in Brazil, American girls
grew up playing the game.

But women’s football is finally
flourishing in places where you
would most suspect. Brazil, led by
national superstar Marta Vieira da
Silva, bounced the U.S. from the last
year’s World Cup with a convincing
4-0 semifinal win.

“They’ve caught up to us athleti-
cally,” said U.S. co-captain Kate
Markgraf last month as she pre-
pared for the team’s final pre-Olym-
pics exhibition, against Brazil.

And after Wednesday’s defeat,
the U.S. team is one loss away
from any hope of gold in Beijing.
As U.S. Coach Pia Sundhage—a
Swede star hired to help resusci-
tate the American team—said be-
fore the Games: “There are half-
dozen teams that can win the gold
medal.” Adds Mr. Dorrance, “I’m a
little surprised at how long we
were able to hang on.”

And that won’t get easier, as foot-
ball programs for women have been
springing up around the world in re-
cent years. For women, “soccer ev-
erywhere is getting much better,”
says Simone Jatoba, the defensive
backbone of the Brazilian team.
“We’re riding that wave.”

Ms. Jatoba didn’t start playing
organized football until she was 14,
when a few private clubs began field-
ing girls’ teams. Fifteen years ago,
no clubs existed, according to Bra-
zil’s coach, Jorge Barcellos.

No teacher or coach ever encour-
aged Ms. Jatoba to pursue sports.
Her formal football life began about
nine years later than the typical
member of the U.S. team, who, like
most American girls today, joined
her first team around when she
started kindergarten.

The exhibition game against Bra-
zil last month offered some insight
into the challenges facing the U.S.
team. Its women mostly play the
game they learned as children, boot-
ing the ball over the defense in
hopes of a striker controlling the
pass and getting a shot. (A further

challenge arose when team star
Abby Wambach broke her leg, put-
ting her out of the Olympics.) The
Brazilian women, by contrast, bang
quick and short pinball-style
passes, playing the ball in intricate
angles to teammates flashing
through seams in the opposing de-
fense. They make the ball dance be-
tween their feet with feints most of
the U.S. women never attempt.

“They’ve got remarkable play-
ers,” says Heather O’Reilly, a U.S.
midfielder commonly referred to as
the next Mia Hamm.

In England, the venerable Lon-

don-based Arsenal football club
started a girls’ program in 1989, and
now about 70 club teams have them
throughout the U.K. Similar develop-
ments in Germany and elsewhere
have all but eliminated the U.S. ad-
vantage, especially given the cul-
tural obsession with football out-
side the U.S.

“The girls grow up watching the
game, so when they step on the
field, they know what to do,” said
Emma Hayes, the former coach of
Arsenal’s women’s team. “Now, fi-
nally, they are getting the opportuni-
ties.”
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 27.20 $30.31 –0.56 –1.81%
Alcoa AA 7.40 31.80 –0.37 –1.15%
AmExpress AXP 16.90 36.40 –1.59 –4.19%
AmIntlGp AIG 144.10 23.84 –5.25 –18.05%
BankAm BAC 71.50 31.52 –1.93 –5.77%
Boeing BA 6.90 64.69 –0.71 –1.09%
Caterpillar CAT 6.60 68.93 –1.58 –2.24%
Chevron CVX 11.50 83.43 –1.13 –1.34%
Citigroup C 91.30 18.47 –1.23 –6.24%
CocaCola KO 9.20 54.01 –1.35 –2.44%
Disney DIS 10.10 30.92 –0.50 –1.59%
DuPont DD 5.60 43.36 –0.65 –1.48%
ExxonMobil XOM 23.80 77.44 –0.89 –1.14%
GenElec GE 38.00 28.57 –0.43 –1.48%
GenMotor GM 22.60 9.75 –0.50 –4.88%
HewlettPk HPQ 11.60 45.51 0.36 0.80%
HomeDpt HD 13.10 24.48 –0.42 –1.69%
Intel INTC 109.40 23.67 0.87 3.82%
IBM IBM 6.20 129.05 –0.11 –0.09%
JPMorgChas JPM 36.40 39.81 –1.58 –3.82%
JohnsJohns JNJ 13.30 70.65 –0.42 –0.59%
McDonalds MCD 11.90 61.86 –0.28 –0.45%
Merck MRK 16.20 34.88 –0.42 –1.19%
Microsoft MSFT 78.20 27.39 0.37 1.37%
Pfizer PFE 34.30 19.21 –0.22 –1.13%
ProctGamb PG 10.00 67.48 –0.29 –0.43%
3M MMM 4.10 71.18 –0.63 –0.88%
UnitedTech UTX 6.40 64.74 –1.81 –2.72%
Verizon VZ 15.00 33.70 –0.54 –1.58%
WalMart WMT 35.50 56.96 –3.80 –6.25%

Dow Jones Industrial AverageP/E: nil
LAST: 11431.43 t 224.64, or 1.93%

YEAR TO DATE: t 1,833.39, or 13.8%

OVER 52 WEEKS t 1,839.25, or 13.9%

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

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

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

Landsbanki Is 702 –5 –1 123 Porsche Automobil Hldg 190 11 6 –14

FCE Bk 857 –4 18 –86 EMI Group 809 13 –15 –134

Rhodia 442 –4 3 –41 Alcatel Lucent 542 14 37 –3

Allied Irish Bks 120 –4 –2 –17 Nielsen 604 17 51 48

Deutsche Lufthansa 159 –3 2 –27 Carlton Comms 304 19 70 70

Rank Gp 585 –3 15 10 Ineos Gp Hldgs 1232 25 58 26

Next 279 –3 24 –16 Norske Skogindustrier 1247 26 83 181

UniCredit 59 –2 6 –7 Seat Pagine Gialle 1015 27 109 172

Utd Utils 57 –2 –3 –29 ITV 361 29 65 26

Schneider Elec 91 –2 –18 –16 M-real 1524 34 66 372

Source: Markit Group

Dow Jones Stoxx 50: Thursday’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

AXA S.A. France Full Line Insurance $67.8 21.36 4.81% –26.3% –5.6%

Soc. Generale France Banks 62.1 69.19 3.24 –42.5 –17.4

BP U.K. Integrated Oil & Gas 214.5 5.32 2.11 –2.6 –18.7

ENI Italy Integrated Oil & Gas 133.0 21.60 1.84 –13.5 –10.7

Barclays U.K. Banks 58.1 3.75 1.63 –43.5 –34.0

Fortis Netherlands Banks $31.4 9.28 –5.40% –60.0 –54.2

Tesco U.K. Food Retailers & Whlslrs 57.7 3.78 –2.58 –11.0 14.5

L.M. Ericsson Tel B Sweden Telecom Equipment 31.8 65.60 –2.53 –48.4 –51.9

Roche Hldg Part. Cert. Switzerland Pharmaceuticals 123.6 186.40 –2.41 –12.1 5.0

Nokia Finland Telecom Equipment 103.3 17.68 –2.00 –19.9 34.5

...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

GDF Suez 129.1 38.30 1.59% 13.1% ...
France (Multiutilities)
Lloyds TSB Grp 35.0 3.19 1.43 –42.5 –32.0%
U.K. (Banks)
E.ON 123.9 40.27 0.78 6.2 60.8
Germany (Multiutilities)
UniCredit 81.9 3.99 0.76 –36.1 –13.8
Italy (Banks)
HBOS 34.2 3.35 0.53 –63.3 –62.4
U.K. (Banks)
Daimler 59.6 40.21 0.50 –35.8 –3.8
Germany (Automobiles)
Royal Dutch Shell 123.4 22.60 0.49 –18.0 –16.9
U.K. (Integrated Oil & Gas)
BT Grp 28.9 1.77 0.40 –42.9 –20.1
U.K. (Fixed Line Telecom)
ArcelorMittal 121.9 54.73 0.39 23.5 ...
Luxembourg (Iron & Steel)
Total S.A. 177.8 48.17 0.25 –12.1 –8.5
France (Integrated Oil & Gas)
SAP 72.7 37.91 0.13 –5.6 8.2
Germany (Software)
Assicurazioni Gen 50.0 23.04 0.09 –23.6 –4.9
Italy (Full Line Insurance)
Astrazeneca 72.0 25.45 0.08 4.7 –1.5
U.K. (Pharmaceuticals)
Banca Intesa 70.2 3.85 0.06 –31.8 –4.3
Italy (Banks)
Diageo 51.7 9.40 0.05 –9.9 19.6
U.K. (Distillers & Vintners)
Nestle S.A. 175.0 47.18 0.04 2.3 31.2
Switzerland (Food Products)
BHP Billiton 68.0 15.50 ... 14.7 81.8
U.K. (General Mining)
Siemens 111.1 79.00 ... –15.3 23.3
Germany (Electronic Equipment)
Deutsche Bk 50.6 61.97 –0.06 –37.2 –13.4
Germany (Banks)
BASF 58.1 39.91 –0.15 –12.9 35.3
Germany (Commodity Chemicals)

Novartis 153.0 61.35 –0.24% –7.1% –2.5%
Switzerland (Pharmaceuticals)
Anglo Amer 72.3 27.70 –0.32 0.4 85.4
U.K. (General Mining)
Deutsche Telekom 75.8 11.31 –0.40 –14.2 –29.8
Germany (Mobile Telecom)
UBS 60.2 21.74 –0.46 –63.6 –53.1
Switzerland (Banks)
Royal Bk of Scot 73.1 2.33 –0.53 –53.6 –49.1
U.K. (Banks)
Sanofi-Aventis S.A. 94.1 46.54 –0.56 –23.0 –34.8
France (Pharmaceuticals)
BNP Paribas S.A. 90.1 64.67 –0.61 –21.7 6.7
France (Banks)
ING Groep 76.5 22.34 –0.62 –27.7 –9.0
Netherlands (Life Insurance)
France Telecom 81.2 20.21 –0.76 –2.3 –20.4
France (Fixed Line Telecom)
Allianz SE 77.9 112.03 –0.84 –28.9 2.0
Germany (Full Line Insurance)
Koninklijke Philips Elec 37.0 22.23 –0.85 –21.4 1.7
Netherlands (Consumer Electronics)
Banco Bilbao Viz 67.6 11.73 –0.93 –34.6 –16.9
Spain (Banks)
HSBC Hldgs 196.6 8.43 –1.03 –6.9 –8.2
U.K. (Banks)
GlaxoSmithKline 141.8 12.48 –1.07 –4.1 –5.0
U.K. (Pharmaceuticals)
Unilever 47.7 18.08 –1.07 –16.1 –4.0
Netherlands (Food Products)
Rio Tinto 100.3 48.11 –1.11 50.1 134.2
U.K. (General Mining)
Vodafone Grp 157.8 1.39 –1.28 –13.1 –5.6
U.K. (Mobile Telecom)
Credit Suisse Grp 60.8 54.85 –1.35 –34.4 0.6
Switzerland (Banks)
Banco Santander 116.0 12.06 –1.79 –13.1 18.7
Spain (Banks)
Telefonica S.A. 121.3 16.52 –1.84 –7.6 21.6
Spain (Fixed Line Telecom)

Sources: Dow Jones Indexes; WSJ Market Data Group
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Hedge funds
Dow Jones TOTAL RETURN for rolling periods, net of fees*
Hedge Benchmark One week One month One quarter Year to date One year

Convertible Arbitrage -0.72% -2.49% -2.1% -8.4% -7.5%
Merger Arbitrage -0.04% 0.61% 1.4% 0.5% 3.7%
Event Driven -0.21% -1.01% -4.0% -2.2% -2.1%
Distressed Securities -0.74% -0.95% -3.3% -7.4% -10.7%
Equity Market Neutral -2.06% -2.83% 0.0% -1.3% 2.0%
Equity Long/Short -1.48% -3.04% -1.5% -2.9% 4.2%

*Estimates as of 08/06/08, after fees; Source: www.djhedgefundindexes.com

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

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

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average
Europe: 9/1 0.94 103.00% 0.02% 1.32 0.64 0.91

Eur. High Volatility: 9/1 1.89 102.91 0.03 2.10 1.23 1.69

Europe Crossover: 9/1 5.45 103.74 0.07 5.96 4.00 4.94

Asia ex-Japan IG: 9/1 1.35 104.90 0.03 2.10 0.85 1.34

Japan: 9/1 1.10 105.06 0.02 1.61 0.65 1.08

 Note: Data as of August 6

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

In percentage points
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BLUE CHIPS & BONDS

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

Behind global deals: Bank revenues from equity capital markets

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

Source: Dealogic
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Airlines’ traffic yet to reflect
effect of European slowdown

Price-fixing charges filed
in British Airways case

Benz, BMW big cars stall
Sales of roomy rides
sink, compacts soar;
margins take a hit

Toyota trims forecast as net falls

By Steve McGrath

Higher July traffic figures from
some of Europe’s major airlines sug-
gest that the economic slowdown in
the region hasn’t yet hit, because
travelers booked their summer holi-
days in advance. The new numbers
might be a last respite for the carri-
ers, which are preparing for fewer
bookings in the winter as high costs
and the weaker economy cut de-
mand for air travel.

French-Dutch carrier Air France-
KLM SA, the world’s biggest airline
by revenue, said its traffic, which
measures the number of kilometers
flown by fare-paying passengers, in-
creased 1.8% from a year earlier.
Load factor, a measure of how full
its planes are, dropped 1.8 percent-
age points to 84.4% because of a
3.9% rise in capacity. The total num-
ber of passengers carried was down
0.3% to 7.14 million.

British low-cost carrier easyJet
PLC, meanwhile, reported a 20%
rise in passenger numbers to 4.47
million, as load factor increased to
89.3%, from 88.6%. Ireland’s Aer Lin-
gus Group PLC said it carried 8.1%
more passengers in July, although
load factor dropped to 83.3% from
84%, as more filled seats on its short-
haul planes failed to offset a bigger
passenger drop in long-haul flights.

Nordic carrier SAS AB, which
has been badly hit in recent years by
soaring costs, tough competition on
its long-haul routes and staff
strikes, said traffic rose 2.7%, while
load factor fell 1.7 percentage points
to 78.9% because capacity was up
4.9%.

The worst hit of Europe’s major
carriers has been British Airways
PLC, which this week posted lower
traffic for the third consecutive
month.

By Edward Taylor

Monthly sales figures from
BMW AG and Daimler AG show the
consumer shift to smaller, more fuel-
efficient cars has spread to Europe’s
premium sector, presenting a chal-
lenge for companies that have re-
lied on fat margins from larger mod-
els to drive profits.

Global sales of BMW’s compact 1
Series rose 40% in July, confirming a
trend that started with a doubling of
sales of the brand’s smallest car in
May from the year-earlier month
and a 53% increase in June compared
with sales in June 2007, according to
figures released Thursday.

At the same time, sales of BMW’s
larger, aging 3 Series, 5 Series and 7
Series models have fallen for three
consecutive months compared with
the year-earlier periods, with sales of
the top-end 7 Series down 12% in July.

“There appears to be a trend to-
ward smaller engines and smaller
cars, which makes it difficult to sus-
tain profitability at current levels,”
said Adam Jonas, Pan-European
auto analyst at Morgan Stanley.
“Smaller cars tend to have smaller
margins,” he noted.

Demand for BMW’s Mini-
branded cars also continues to be
strong. The company is running at
full capacity at its Oxford, England,
Mini factory to keep up. Sales of the
Mini in May rose 14%, following two
months of smaller gains from the
year-earlier months.

Sales figures for Daimler’s Mer-
cedes-Benz Cars unit released
Wednesday showed a similar trend.
Sales of Mercedes-Benz Cars’ Smart
brand rose 27% in July; the line of
tiny cars posted increases of 36% in
June and 7% in May compared with
the equivalent months a year earlier.

At Mercedes-Benz Cars, overall
car sales fell 1.4% in July year-to-year.
At BMW, overall car sales rose 2% in
July, compared with the year-earlier
period. Monthly sales for Daimler’s
heavier sport-utility vehicles—in-
cluding the Mercedes M-Class, GL-
Class, G-Class and the crossover peo-
ple carrier known as the R-Class—de-
clined 19% in July after similar falls in
the two previous months.

Daimler Chief Executive Dieter
Zetsche last month hinted some ver-
sions of the next-generation A-Class
and B-Class compact cars may be

launched in the U.S., expanding avail-
ability of the company’s smaller cars.
Sales of the current C-Class midsize
sedan are holding up well, in part be-
cause it is among the smaller vehicles
on offer by Mercedes-Benz.

In recent years, BMW has in-
creased sales by offering smaller cars
such as the 1 Series compact, the X3
compact SUV and an expanded range
of Minis. It sold 1.5 million cars in
2007, up from 1.05 million cars in
2002, although operating margins
for that segment shrank to 6.4% at the
end of 2007 from 9.2% in 2002.

BMW’s current lineup of SUVs,
including the X5 and X6, is bucking
the trend of slumping sales. In part,
it is because they are relatively new
to the market, with diesel engines
that are more fuel-efficient than
those of most others vehicles in
their class.

By John Murphy

TOKYO—Slumping U.S. sales of
pickup trucks and sport-utility vehi-
cles contributed to a 28% drop in
Toyota Motor Corp.’s net profit for
its fiscal first quarter, even as de-
mand soared for its more fuel-effi-
cient models.

Income for Japan’s No. 1 auto
maker by sales volume was also bat-
tered by a stronger yen, which re-
duces the value of overseas earnings,
as well as higher material costs and
losses from vehicle leasing in the U.S.

The weak results are a rare set-
back for Toyota, whose rapid expan-
sion in sales and profit growth this
decade once appeared immune to
hardships facing other auto makers.
Still, its woes pale before the chal-
lenges facing Detroit auto makers
General Motors Corp. and Ford Mo-
tor Co., which both recorded bil-
lions of dollars in losses in the same
quarter that ended June 30.

Net income decreased to
353.66 billion yen ($3.22 billion)
from 491.54 billion yen. Toyota’s rev-
enue for the latest quarter slipped
4.7% from a year earlier to 6.22 tril-
lion yen.

Toyota maintained a bleak fore-
cast for the year, saying it expects
net income for the fiscal year end-
ing March 31 to tumble 27% to 1.25
trillion yen. But the company
trimmed its sales forecasts for the
fiscal year to 8.7 million vehicles
from 9.1 million.

As sales slip in the U.S., Toyota
Executive Vice President Mitsuo Ki-
noshita said it would be difficult for

the auto maker to reach its target of
selling 10.4 million vehicles annu-
ally by 2009.

Toyota is the latest of the Big
Three Japanese auto makers to
stumble as strong demand in emerg-
ing markets like China and the Mid-
dle East failed to make up for a
sharp downturn in the more lucra-
tive U.S. auto market.

Honda Motor Co., already brac-
ing for an 18% drop in net profit for
the fiscal year ending March 2009,
last month cut its global-auto-sales
forecast to 4.08 million vehicles from
4.14 million. A plunge in demand for
Nissan Motor Co.’s larger, less fuel-ef-
ficient vehicles drove net profits
down 43% for the fiscal first quarter.

Toyota also is feeling the pinch
from its decision to sink $1 billion
into a new plant in Texas to pro-
duce the Tundra full-size pickup
truck. Just as the plant swung into

full production last year, consum-
ers started shunning larger vehi-
cles as fuel prices jumped. Now the
plant is operating well below capac-
ity. By contrast, sales of Toyota’s
smaller, more-fuel-efficient vehi-
cles such as the Prius hybrid are ris-
ing, and the auto maker is scram-
bling to meet demand.

To correct the production imbal-
ance, Toyota said in July that it will
temporarily shut the Texas truck
plant and a truck plant in Indiana and
will start the first U.S. Prius produc-
tion at a plant in Mississippi by 2010.

Like struggling U.S. auto makers
this year, Toyota is faced with poten-
tial losses from the lower resale val-
ues of its leased vehicles, which will
be worth less at the end of their
leases as used-car prices plummet in
the U.S. market. Toyota set aside
nine billion yen this quarter to cover
leased-vehicle losses.

CORPORATE NEWS

Note: Fiscal years end March 31 of year shown Source: the company
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By Kaveri Niththyananthan

LONDON—The U.K.’s antitrust
watchdog on Thursday brought
charges against four current or
former British Airways PLC execu-
tives for allegedly fixing prices for
fuel surcharges with rival Virgin At-
lantic Airways Ltd.

The Office of Fair Trading said
BA’s current head of sales, Andrew
Crawley; former commercial direc-
tor Martin George; former communi-
cations head Iain Burns; and former
U.K. and Ireland sales chief Alan Bur-
nett are expected to appear in court
Sept. 24 to face the charges. The of-
fense, under the Enterprise Act, car-
ries a maximum sentence of five
years’ imprisonment and/or an un-
limited fine.

A BA spokesman confirmed that
three former employees and a cur-
rent employee had been charged
but declined to comment further.

Michael O’Kane, a lawyer for Pe-
ters & Peters, said in an email that
Mr. Burns was the head of public re-
lations for BA at the time and had
“no responsibility for pricing deci-
sions.” He said Mr. Burnett, who is
also represented by Peters & Peters,

“has no comment at this stage.”
Mr. George’s law firm, Kingsley

Napley Solicitors, said he denied
wrongdoing. The firm also said Mr.
George has cooperated throughout
the investigation and hasn’t been
arrested.

Neither Mr. Crawley nor his law-
yers could immediately be reached.

The charges said the carrier col-
luded with Virgin to fix fuel sur-
charges on long-haul flights, which
meant U.K. and U.S. passengers who
bought tickets in the U.S. or the U.K.
between July 2004 and April 2006
were overcharged.

Over that period, the surcharges
rose from £5, or about $10, to £60
per ticket for a typical BA or Virgin
long-haul return flight.

Under British law, anyone con-
victed or acquitted of price fixing
can’t be charged again in the
U.S.—which means the men likely
won’t be extradited to the U.S.

Last year, BA was fined £269 mil-
lion ($524 million) by U.S. and U.K.
regulators for colluding with com-
petitors—including Virgin—to fix
prices on certain flights.

Virgin Atlantic, the whistle-
blower, escaped prosecution.

By Sharon Terlep

Toyota Motor Corp.’s Lexus divi-
sion led an influential vehicle-dura-
bility study, blowing past General
Motors Corp.’s Buick division after
the two brands shared the top spot
last year.

J.D. Power and Associates’ an-
nual Vehicle Dependability Study
named Lexus the No. 1 brand among
37 sold in the U.S. The victory fur-
ther solidifies the Japanese luxury
brand’s reputation for top-notch
quality and aids Toyota’s drive to at-
tract repeat buyers.

The high-volume Toyota brand
finished fourth in the survey, while
Toyota’s Scion brand finished well
below average.

General Motors, Honda Motor
Co., BMW AG and Ford Motor Co.
were other companies with brands

in the Top 10. Buick finished sixth
this year, while Ford’s Mercury divi-
sion finished at No. 2.

Unlike J.D. Power and Associ-
ates’ better-known Initial Quality
Survey, which polls buyers about
their experience with vehicles over
the first 90 days of ownership, the
durability report is based on percep-
tions of the first three years of own-
ership of a vehicle. Typically, people
begin considering buying a new car
after three years, the firm said.

Some 52,000 people were polled
for the survey during the first four
months of this year.

Toyota easily bested its competi-
tors in awards for individual vehi-
cles in each segment, receiving 11 of
20 individual awards. U.S. auto mak-
ers had three segment leaders,
while Honda, Hyundai and Mazda
each had one.

Lexus ranks No. 1 for durability
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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.

2.65% 13 World -a % % 257.45 –0.78% –12.6% 8.09% 6 Stoxx Select Dividend 30 1782.30 –0.36% –44.2% 2345.33 –0.63% –37.4%

2.64% 13 Stoxx Global 1800 218.90 –0.33% –21.9% 251.20 –0.68% –12.5% 5.32% 7 Euro Stoxx Select Div 30 2229.50 –0.77% –31.7% 2945.13 –1.04% –23.4%

3.44% 11 Stoxx 600 286.90 –0.27% –23.3% 329.46 –0.54% –14.0% 4.78% 15 U.S. Select Dividend -b % % 720.90 –0.35% –17.8%

3.52% 11 Stoxx Large 200 309.20 –0.31% –22.6% 353.18 –0.58% –13.2% 8.96% 11 Australia LPT -b, c 1621.00 1.27% –33.6% % %

2.93% 12 Stoxx Mid 200 256.40 0.14% –26.3% 292.81 –0.13% –17.3% 3.13% 12 Sustainability 908.20 –0.12% –22.0% 1178.03 –0.47% –12.6%

3.23% 11 Stoxx Small 200 161.40 –0.58% –26.9% 184.24 –0.85% –18.0% 2.08% 14 Islamic Market -a % % 2154.44 –0.36% –5.6%

2.33% 14 Stoxx Growth 1380.00 –0.25% –18.7% 1866.46 –0.52% –8.8% 2.40% 13 Islamic Market 100 1755.40 0.00% –16.1% 2308.08 –0.35% –5.9%

4.49% 9 Stoxx Value 1290.80 –0.31% –25.3% 1746.75 –0.58% –16.2% 5.00% 8 Islamic Turkey -c 2857.90 –1.38% –2.7% % %

3.35% 10 Euro Stoxx 319.50 –0.33% –22.4% 366.92 –0.60% –12.9% 6.12% 18 Bahrain -c 233.70 0.22% 6.0% % %

3.43% 10 Euro Stoxx Large 200 342.90 –0.36% –22.2% 391.35 –0.63% –12.8% 2.00% 19 Wilshire 5000 % % 13046.45 –0.67% –10.9%

2.92% 12 Euro Stoxx Mid 200 290.40 0.13% –21.9% 331.31 –0.15% –12.3% % DJ-AIG Commodity 176.10 1.29% 4.7% 196.70 1.02% 17.4%

3.01% 11 Euro Stoxx Small 200 175.40 –0.99% –25.1% 199.94 –1.26% –16.0% % Euro Currency 124.80 % 10.7% % %

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

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

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

Australia 1.1016 2.1415 1.0389 0.1803 0.0466 0.2115 0.0101 0.3106 1.6933 0.2270 1.0481 ...

 Canada 1.0510 2.0432 0.9912 0.1720 0.0445 0.2018 0.0096 0.2963 1.6155 0.2165 ... 0.9541

 Denmark 4.8536 9.4356 4.5776 0.7943 0.2053 0.9318 0.0443 1.3684 7.4607 ... 4.6181 4.4061

 Euro 0.6506 1.2647 0.6136 0.1065 0.0275 0.1249 0.0059 0.1834 ... 0.1340 0.6190 0.5906

 Israel 3.5470 6.8955 3.3453 0.5805 0.1500 0.6810 0.0324 ... 5.4523 0.7308 3.3749 3.2200

 Japan 109.5900 213.0484 103.3575 17.9351 4.6357 21.0392 ... 30.8965 168.4563 22.5791 104.2721 99.4858

 Norway 5.2089 10.1263 4.9126 0.8525 0.2203 ... 0.0475 1.4685 8.0068 1.0732 4.9561 4.7286

 Russia 23.6405 45.9583 22.2960 3.8689 ... 4.5385 0.2157 6.6649 36.3390 4.8707 22.4933 21.4608

 Sweden 6.1104 11.8788 5.7629 ... 0.2585 1.1731 0.0558 1.7227 9.3925 1.2589 5.8138 5.5470

 Switzerland 1.0603 2.0613 ... 0.1735 0.0449 0.2036 0.0097 0.2989 1.6298 0.2185 1.0088 0.9625

 U.K. 0.5144 ... 0.4851 0.0842 0.0218 0.0988 0.0047 0.1450 0.7907 0.1060 0.4894 0.4670

 U.S. ... 1.9441 0.9431 0.1637 0.0423 0.1920 0.0091 0.2819 1.5371 0.2060 0.9515 0.9078

Source: Thomson Reuters via WSJ Market Data Group

Reuters Group PLC is the primary data provider for several statistical tables in The Wall Street Journal, including foreign stock quotations, futures and futures
options prices, and foreign exchange tables. Reuters real-time data feeds are used to calculate various Dow Jones Indexes.
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Commodities Prices of futures contracts with the most open interest
EXCHANGE LEGEND: CBOT: Chicago Board of Trade; CME: Chicago Mercantile Exchange; ICE-US: ICE Futures U.S.MDEX: Bursa Malaysia
Derivatives Berhad; LIFFE: London International Financial Futures Exchange; COMEX: Commodity Exchange; LME: London Metals Exchange;
NYMEX: New York Mercantile Exchange;ICE-EU: ICE Futures Europe

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

Corn (cents/bu.) CBOT 542.00 14.25 2.70% 799.25 258.50
Soybeans (cents/bu.) CBOT 1239.00 17.00 1.39 1,636.75 622.00
Wheat (cents/bu.) CBOT 847.00 56.25 7.11 1,284.25 430.00
Live cattle (cents/lb.) CME 107.200 –1.350 –1.24% 113.200 96.200
Cocoa ($/ton) ICE-US 2,813 28 1.01 3,273 1,845
Coffee (cents/lb.) ICE-US 140.45 2.55 1.85 176.05 120.75
Sugar (cents/lb.) ICE-US 13.79 –0.40 –2.82 15.43 9.72
Cotton (cents/lb.) ICE-US 71.38 1.82 2.62 98.45 59.20
Crude palm oil (ringgit/ton) MDEX 2,845.00 55 1.97 3,741 2,700
Cocoa (pounds/ton) LIFFE 1,495 11 0.74 1,748 931
Robusta coffee ($/ton) LIFFE 2,375 13 0.55 2,840 1,488

Copper (cents/lb.) COMEX 341.80 –0.55 –0.16 422.00 276.00
Gold ($/troy oz.) COMEX 877.90 –5.10 –0.58 1,048.00 437.00
Silver (cents/troy oz.) COMEX 1625.70 –24.80 –1.50 2,132.00 1,241.50
Aluminum ($/ton) LME 2,922.00 9.00 0.31 3,340.00 2,375.00
Tin ($/ton) LME 20,475.00 –105.00 –0.51 25,450 13,525
Copper ($/ton) LME 7,680.00 –39.00 –0.51 8,811.00 6,335.00
Lead ($/ton) LME 2,105.00 20.00 0.96 3,875.00 1,564.00
Zinc ($/ton) LME 1,750.00 –6.00 –0.34 3,351.00 1,750.00
Nickel ($/ton) LME 18,600 975 5.53 34,050 17,600

Crude oil ($/bbl.) NYMEX 120.02 1.44 1.21 147.90 66.86
Heating oil ($/gal.) NYMEX 3.2336 –0.0043 –0.13 4.1919 1.8600
RBOB gasoline ($/gal.) NYMEX 3.0027 0.0534 1.81 3.6503 1.9600
Natural gas ($/mmBtu) NYMEX 8.571 –0.202 –2.30 13.752 4.600
Brent crude ($/bbl.) ICE-EU 117.86 0.86 0.74 148.99 74.80
Gas oil ($/ton) ICE-EU 1,063.25 8.75 0.83 1,347.25 595.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Aug. 7
Per In

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

Argentina peso-a 4.6826 0.2136 3.0463 0.3283

Brazil real 2.4395 0.4099 1.5870 0.6301
Canada dollar 1.6155 0.6190 1.0510 0.9515

1-mo. forward 1.6163 0.6187 1.0515 0.9510
3-mos. forward 1.6173 0.6183 1.0521 0.9505
6-mos. forward 1.6175 0.6182 1.0523 0.9503

Chile peso 787.25 0.001270 512.15 0.001953
Colombia peso 2735.36 0.0003656 1779.50 0.0005620
Ecuador US dollar-f 1.5371 0.6506 1 1
Mexico peso-a 15.3428 0.0652 9.9813 0.1002
Peru sol 4.2986 0.2326 2.7965 0.3576
Uruguay peso-e 29.283 0.0341 19.050 0.0525
U.S. dollar 1.5371 0.6506 1 1
Venezuela bolivar 3300.72 0.000303 2147.30 0.000466

ASIA-PACIFIC
Australia dollar 1.6933 0.5906 1.1016 0.9078
China yuan 10.5498 0.0948 6.8633 0.1457
Hong Kong dollar 11.9983 0.0833 7.8056 0.1281
India rupee 64.660 0.0155 42.065 0.0238
Indonesia rupiah 13988 0.0000715 9100 0.0001099
Japan yen 168.46 0.005936 109.59 0.009125

1-mo. forward 168.16 0.005947 109.40 0.009141
3-mos. forward 167.54 0.005969 108.99 0.009175
6-mos. forward 166.53 0.006005 108.34 0.009230

Malaysia ringgit-c 5.0495 0.1980 3.2850 0.3044
New Zealand dollar 2.1508 0.4650 1.3992 0.7147
Pakistan rupee 110.959 0.0090 72.185 0.0139
Philippines peso 67.404 0.0148 43.850 0.0228
Singapore dollar 2.1395 0.4674 1.3919 0.7185
South Korea won 1562.44 0.0006400 1016.45 0.0009838
Taiwan dollar 47.513 0.02105 30.910 0.03235
Thailand baht 51.656 0.01936 33.605 0.02976

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

Euro zone euro 1 1 0.6506 1.5372
1-mo. forward 1.0016 0.9984 0.6516 1.5347
3-mos. forward 1.0049 0.9951 0.6537 1.5297
6-mos. forward 1.0093 0.9908 0.6566 1.5229

Czech Rep. koruna-b 24.173 0.0414 15.726 0.0636
Denmark krone 7.4607 0.1340 4.8536 0.2060
Hungary forint 234.36 0.004267 152.47 0.006559
Malta lira 0.4503 2.2208 0.2929 3.4137
Norway krone 8.0068 0.1249 5.2089 0.1920
Poland zloty 3.2415 0.3085 2.1088 0.4742
Russia ruble-d 36.339 0.02752 23.641 0.04230
Slovak Rep. koruna 30.3741 0.03292 19.7600 0.05061
Sweden krona 9.3925 0.1065 6.1104 0.1637
Switzerland franc 1.6298 0.6136 1.0603 0.9431

1-mo. forward 1.6293 0.6138 1.0600 0.9434
3-mos. forward 1.6285 0.6141 1.0594 0.9439
6-mos. forward 1.6268 0.6147 1.0583 0.9449

Turkey lira 1.7943 0.5573 1.1673 0.8567
U.K. pound 0.7907 1.2647 0.5144 1.9441

1-mo. forward 0.7925 1.2618 0.5156 1.9396
3-mos. forward 0.7961 1.2561 0.5179 1.9309
6-mos. forward 0.8010 1.2485 0.5211 1.9191

MIDDLE EAST/AFRICA
Bahrain dinar 0.5795 1.7256 0.3770 2.6524
Egypt pound-a 8.1507 0.1227 5.3025 0.1886
Israel shekel 5.4523 0.1834 3.5470 0.2819
Jordan dinar 1.0895 0.9179 0.7088 1.4109
Kuwait dinar 0.4099 2.4399 0.2666 3.7505
Lebanon pound 2317.25 0.0004315 1507.50 0.0006634
Saudi Arabia riyal 5.7647 0.1735 3.7503 0.2666
South Africa rand 11.4806 0.0871 7.4688 0.1339
United Arab dirham 5.6459 0.1771 3.6730 0.2723
SDR -f 0.9545 1.0476 0.6210 1.6104

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 600 286.89 –0.77 –0.27% –21.3% –23.3%

 10 DJ Stoxx 50 2911.58 –6.72 –0.23 –21.0% –22.4%

 10 Euro Zone DJ Euro Stoxx 319.50 –1.07 –0.33 –23.0% –22.4%

 10 DJ Euro Stoxx 50 3397.25 –11.77 –0.35 –22.8% –20.5%

 11 Austria ATX 3668.32 2.33 0.06% –18.7% –20.1%

 10 Belgium Bel-20 3046.81 –77.23 –2.47 –26.2% –27.7%

 13 Czech Republic PX 1450.6 –9.0 –0.62 –20.1% –18.3%

 14 Denmark OMX Copenhagen 386.40 –4.20 –1.08 –13.9% –18.0%

 12 Finland OMX Helsinki 8463.15 –37.34 –0.44 –27.0% –24.1%

 10 France CAC-40 4457.43 9.10 0.20 –20.6% –20.8%

 11 Germany DAX 6543.49 –17.90 –0.27 –18.9% –12.2%

 … Hungary BUX 21197.02 –308.97 –1.44 –19.2% –24.4%

 5 Ireland ISEQ 4372.16 –128.14 –2.85 –36.9% –49.8%

 9 Italy S&P/MIB 29154 140 0.48 –24.4% –27.2%

 6 Netherlands AEX 405.69 –4.82 –1.17 –21.3% –21.7%

 9 Norway All-Shares 476.90 4.91 1.04 –16.3% –12.6%

 17 Poland WIG 40924.25 –512.88 –1.24 –26.5% –32.1%

 11 Portugal PSI 20 8343.01 157.68 1.93 –35.9% –37.0%

 … Russia RTSI 1842.58 27.98 1.54% –19.6% –5.0%

 10 Spain IBEX 35 11717.5 –56.9 –0.48% –22.8% –21.0%

 15 Sweden OMX Stockholm 282.08 –1.32 –0.47 –19.8% –27.9%

 13 Switzerland SMI 7182.07 –27.27 –0.38 –15.4% –18.4%

 … Turkey ISE National 100 41627.66 –448.19 –1.07 –25.0% –16.7%

 9 U.K. FTSE 100 5477.5 –8.6 –0.16 –15.2% –12.7%

 13 ASIA-PACIFIC DJ Asia-Pacific 130.87 –1.43 –1.08 –17.2% –17.9%

 … Australia SPX/ASX 200 4983.3 14.2 0.29 –21.4% –19.2%

 … China CBN 600 21962.78 9.49 0.04 –47.0% –40.7%

 13 Hong Kong Hang Seng 22104.20 154.45 0.70 –20.5% –1.5%

 16 India Sensex 15117.25 43.71 0.29 –25.5% 0.1%

 … Japan Nikkei Stock Average 13124.99 –129.90 –0.98 –14.3% –23.6%

 … Singapore Straits Times 2834.71 –52.07 –1.80 –18.2% –15.5%

 11 South Korea Kospi 1564.00 –14.71 –0.93 –17.6% –18.1%

 14 AMERICAS DJ Americas 333.86 –2.66 –0.79 –11.4% –10.1%

 … Brazil Bovespa 57779.55 237.06 0.41 –9.6% 7.5%

 14 Mexico IPC 27217.76 –124.63 –0.46 –7.9% –9.4%

*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 7, 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* 345.19 0.69%–14.4% –12.2%

2.90% 14 World (Developed Markets) 1,369.23 0.62%–13.8% –12.6%

2.70% 15 World ex-EMU 157.85 0.63%–12.8% –12.4%

2.70% 14 World ex-UK 1,356.70 0.66%–13.4% –11.9%

3.70% 11 EAFE 1,885.92 0.78%–16.3% –15.3%

2.60% 13 Emerging Markets (EM) 1,012.18 1.27%–18.7% –9.0%

4.20% 10 EUROPE 100.45 0.94%–21.2% –24.2%

4.30% 10 EMU 227.61 0.61%–18.6% –13.4%

4.10% 11 Europe ex-UK 109.95 1.00%–21.1% –22.7%

5.80% 8 Europe Value 114.77 1.05%–24.3% –29.7%

2.70% 14 Europe Growth 85.53 0.83%–18.1% –18.5%

3.40% 12 Europe Small Cap 170.82 1.33%–20.6% –32.7%

2.20% 10 EM Europe 362.08 0.15%–24.7% –17.5%

4.60% 9 UK 1,628.07 0.57%–15.2% –14.5%

3.60% 12 Nordic Countries 163.11 1.37%–20.9% –24.7%

1.40% 10 Russia 1,119.23 0.72%–25.5% –9.8%

3.10% 14 South Africa 668.48 1.83% –6.3% –4.1%

3.30% 13 AC ASIA PACIFIC EX-JAPAN 408.70 1.72%–22.8% –15.5%

1.80% 15 Japan 805.27 2.31%–14.3% –25.5%

2.10% 16 China 60.68 –0.01%–28.9% –12.8%

1.10% 16 India 602.36 0.36%–29.6% –4.4%

2.00% 10 Korea 433.62 3.08%–16.1% –16.3%

5.30% 11 Taiwan 271.34 3.54%–18.8% –24.2%

2.10% 18 US BROAD MARKET 1,416.62 0.45%–11.2% –10.5%

1.50% 34 US Small Cap 1,862.54 0.65% –6.2% –8.3%

2.40% 13 EM LATIN AMERICA 4,164.53 1.45% –5.4% 9.5%

*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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By Archibald Preuschat

BONN—Deutsche Telekom AG
said second-quarter net profit fell
35%, hampered by the strong euro
and a year-earlier gain from the sale
of T-Online France, but the company
confirmed its outlook for the year.

The maintained outlook, in par-
ticular, eased investors’ concerns
that the company could be hurt by a
cooling economy or the euro. The
former state telecommunications
monopoly posted slight declines in
sales and operating profit, mainly
on adverse currency effects.

Deutsche Telekom shares fell
four European cents to Œ11.31
($17.43).

The company’s wireless unit,
T-Mobile USA, a key growth driver,
was showing “no sign of the current
turbulence in the U.S. economy,”
said Chief Executive René Ober-
mann. He also said there is growth
potential for Deutsche Telekom’s
mobile operations in Germany and

other European countries.
The company posted net profit of

Œ394 million, down from Œ604 mil-
lion a year earlier, when Deutsche
Telekom booked thegainon its T-On-
line France sale. Deutsche Telekom
didn’t specify the size of the gain but
said that items hurting its bottom
line in the period totaled Œ239 mil-
lion. It also booked an interest
charge of Œ200 million after its debt
rating was downgraded. Adjusted
earnings before interest, taxes, de-
preciation and amortization, or
Ebitda, fell 1.1% to Œ4.85 billion.

Net revenue fell 2.9%to Œ15.13 bil-
lion, hurt by the strong euro against
the U.S. dollar and the British
pound. There was a negative effect
on revenue of about Œ1.2 billion in
the first six months of the year be-
cause of the strength of the euro,
said Chief Financial Officer Karl-Ger-
hard Eick.

T-Mobile has exposure to the dol-
lar and sterling through key opera-
tions in the U.S. and the U.K.
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By Margaret Coker

DUBAI—Corporate branding
rights are nothing new for buildings
and sports stadiums. But a subway
stop?

Officials in this Mideast boom-
town are negotiating with interna-

tional and local
companies over
naming rights for

two dozen stations being built as
part of Dubai’s new mass-transit sys-
tem. For businesses, this metro
branding strategy—believed to be
the first of its kind—could provide
marketers with some of the best ad-
vertising space in town.

Much of the planned 75-kilome-
ter rail system will be above ground,
running parallel to Dubai’s main
12-lane highway. For government of-
ficials already seeking to borrow
some $4 billion to build the system,
the plan may help pay the bills.

Dubai’s Roads and Transport Au-
thority is offering naming rights for
23 of the planned 47 metro stops, as
well as for the two metro lines them-
selves. A rider on the new Dubai sys-
tem might someday be getting off at,
say, the Citibank stop on the Nike line.

In addition to identification
signs inside and outside of stations,
names of the winning corporate bid-
ders will appear on subway-system
maps. Winning companies will have

the right of first refusal on tradi-
tional advertising displayed at their
stations. If Coca-Cola won a sta-
tion’s name, for example, it could
block Pepsi ads from appearing at
that station.

City officials say 250 companies
expressed interest in the concept af-
ter it was announced in April, al-
though the number of official bids
received before the June deadline
hasn’t been disclosed. One official
said the bidders include blue-chip
multinationals as well as local con-
glomerates working in banking, real
estate and consumer-goods busi-
nesses.

Officials declined to comment on
revenue expected from the effort.
Advertising and marketing experts
in Dubai said the 10-year naming
deals could generate a total of $200
million or more for the government
each year, if the project generates
sufficient interest.

Sheikh Zayad Road—Dubai’s
main highway and the route along
which the first metro line will run—
already commands the city’s high-
est outdoor advertising prices. A
four-story billboard along the road
costs between $300,000 and
$350,000 per year.

Some skeptics question how at-
tractive companies will find the sub-
way branding strategy. Getting con-
sumers to associate the name of a
subway station with a company in-
stead of a geographic site could be a
tall order. That is especially the case
in a city already struggling to make
names for newly developed neigh-
borhoods stick, says Mike English,
director of Superbrands Middle

East, an independent branding con-
sultancy.

A company “may be the first in
the world to have their name on a
metro station,” says Mr. English.
“But will the public care?”

Dubai, however, is building on ex-
perience in the branding game.
While much of the rest of the Middle
East is brimming with oil, this city-
state doesn’t have much of it. In-
stead, it has billed itself as a ship-
ping, real-estate and tourism hub. It
has built business zones to attract
high-tech companies, movie studios
and financial-services firms.

The city-state has aggressively
used sports stars and luxury-goods
makers to burnish its projects, such
as the Tiger Woods Dubai residen-
tial community and resort and the
soon-to-be-completed Armani
Dubai hotel.

The branding blitz has pushed
overseas. In 2005, Emirates, the
Dubai airline, spent $100 million on
an eight-year corporate sponsor-
ship deal renaming Arsenal’s foot-
ball stadium in north London for the
carrier.

The Dubai authority expects to
announce the winners in about
three months. The first metro line is
scheduled to be operational in Sep-
tember 2009.

The authority says it will take
into account the cultural values of
the United Arab Emirates, of which
Dubai is a part, in considering bid-
ders for subway naming rights. Not
withstanding Dubai’s more-tolerant
lifestyle than other Persian Gulf soci-
eties, Victoria’s Secret and Anheuser-
Busch probably needn’t apply.

Dubai is hoping to alleviate building costs of its planned rail system by offering naming rights for 23 of the 47 stops, as well
as for both the metro lines themselves.

By Andrew Osborn

MOSCOW—A bruising share-
holder dispute at OAO Norilsk
Nickel escalated after United Co.
Rusal Ltd. called on stock-market
regulators to investigate Norilsk’s
largest shareholder, suggesting he
controlled more stock in the firm
than he had disclosed.

Aluminum maker Rusal, which
holds a 25% stake in No-
rilsk,one ofthe world’s larg-
est nickel producers, said in
a statement that there were
“a number of factors” indi-
cating that billionaire
Vladimir Potanin owned
more than the just under
30% in Norilsk he is known
to control. It called on the
Federal Financial Markets
Service, the market regula-
tor, to investigate.

“This is a breach of Rus-
sian legislation,” Rusal said
in the statement. In a second state-
ment, Rusal blamed Mr. Potanin’s
management policy for “poor pro-
duction and financial performance.”

Mr. Potanin’s holding company,
Interros, declined to comment.

The regulator said it hadn’t yet
received a formal request from
Rusal to investigate. A spokes-
woman for Rusal said it planned to
lodge a complaint in the near fu-
ture.

Rusal’s statements came on the
eve of a Norilsk board meeting Fri-
day to choose a new chief executive
for Norilsk. Mr. Potanin has nomi-
nated Vladimir Strzhalkovsky, an
ally of Russian Prime Minister
Vladimir Putin. But Rusal opposes
his nomination on the grounds that
he lacks experience in the sector. It
said Thursday in thea second state-
ment that such appointments

flouted corporate gover-
nanceand inflicted “severe
economic and reputational
damage” on Norilsk. Still,
Mr. Strzhalkovsky is none-
theless expected to be
elected.

For months, Rusal has
been vying with Mr. Pota-
nin for control of Norilsk, a
contest Rusal appears to be
losing. The company, con-
trolled by billionaire Oleg
Deripaska, has said it wants
to combine with Norilsk to

forge a diversified mining titan like
BHP Billiton Ltd. But Mr. Potanin has
resisted Rusal’s overtures, instead
exploring othercombination scenar-
ios.

If it were revealed that Mr. Pota-
nin did own more than 30% of No-
rilsk he could, under Russian law, be
forced to offer to buy out all of Noril-
sk’s minority shareholders.

—Alexander Kolyandr
contributed to this article.

Rusal calls for investigation
of fellow Norilsk shareholder

A streetcar named Nike?
Dubai will sell rights
for labels on rail line;
high-profile ad space

Cancer drugs dealt setback in U.K.

Deutsche Telekom Chief Executive René Obermann said the company’s mobile
operations in Europe have room to grow.

Deutsche Telekom posts
35% decline in net profit

Vladimir
Potanin

ADVERTISING

By Jeanne Whalen

LONDON—An agency that ad-
vises Britain’s health-care system has
decided that a group of cancer drugs
aren’t worth the money, a move that
highlights a growing debate over
how to balance the interests of pa-
tients with soaring drug costs.

The National Institute for Health
and Clinical Excellence, or NICE, said
in a preliminary ruling Thursday that
four drugs used to treat advanced kid-
ney cancer—Roche Holding AG’s
Avastin, Bayer AG’s Nexavar, Pfizer
Inc.’s Sutent and Wyeth’s Torisel—
aren’t effective enough to warrant
their high cost and shouldn’t be pre-
scribed to new patients in Britain.

If the preliminary judgment
holds, Britain’s National Health Ser-
vice won’t pay for the drugs’ use in
treating a type of advanced kidney
cancer known as renal cell carci-
noma. The drugs are prescribed for

this purpose in the U.S. and else-
where in Europe.

NICE’s decisions are closely
watched by governments and health
insurers around the globe. Expen-
sive cancer drugs present a particu-
lar dilemma for these health-care
payers as they redouble their ef-
forts to rein in drug spending.

Peter Johnson, chief clinician at
Cancer Research UK, a large charita-
ble group that funds cancer re-
search, expressed concern with
NICE’s preliminary ruling. “These
drugs have shown a small but defi-
nite improvement in an illness
where there are few alternative
treatments,” he said in a statement.
“If this decision stands it will be
very frustrating for cancer patients
and their clinicians.”

In a statement, Pfizer said it is
“disappointed” and “committed to
working with NICE to overturn this
preliminary guidance.” Bayer also

expressed disappointment, noting
that Nexavar is available in over 70
countries. Roche and Wyeth didn’t
immediately respond to requests
for comment.

NICE will give drug companies,
patient groups and others a chance
to comment before making a final
recommendation.

In its preliminary findings, NICE
said the drugs extended some pa-
tients’ lives, but were ultimately not
effective enough to justify their ex-
pense, which ranges from £3,100
($6,036) to £6,100 for a six-week
treatment cycle. Using data from
clinical trials and complex financial
models, NICE estimated that the
drugs cost between £71,500 and
£171,300 for each year of healthy life
they give patients. NICE generally
thinks that Britain shouldn’t pay
more than £30,000 for a year of
healthy life gained—also known as a
quality-adjusted life year, or QALY.

CORPORATE NEWS

Associated Press
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PF (LUX)-Asian Eq-Pca AS EQ LUX 08/07 USD 172.05 –24.9 –14.4 11.5
PF (LUX)-Biotech-Pca OT EQ LUX 08/06 USD 379.19 14.0 21.6 24.5
PF (LUX)-CHF Liq-Pca CH MM LUX 08/06 CHF 123.59 1.3 2.1 1.9
PF (LUX)-CHF Liq-Pdi CH MM LUX 08/06 CHF 95.40 1.3 2.1 1.9
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 08/06 EUR 174.51 –21.6 –23.1 –3.5
PF (LUX)-Digital Comm-Pca OT EQ LUX 08/06 USD 108.78 –20.4 –10.0 7.0
PF (LUX)-East Eu-Pca EU EQ LUX 08/06 EUR 368.78 –28.3 –19.4 –0.8
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 08/07 USD 175.37 –24.1 –8.9 13.2
PF (LUX)-Emg Mkts-Pca GL EQ LUX 08/07 USD 577.67 –21.3 –7.8 13.5
PF (LUX)-Eu Indx-Pca EU EQ LUX 08/06 EUR 110.38 –19.1 –19.5 –3.9
PF (LUX)-EUR Bds-Pca EU BD LUX 08/06 EUR 359.77 –0.4 –0.8 –0.6
PF (LUX)-EUR Bds-Pdi EU BD LUX 08/06 EUR 282.53 –0.4 –0.8 –0.6
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 08/06 EUR 130.18 –0.7 –1.0 –0.4
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 08/06 EUR 94.90 –0.7 –1.0 –0.4
PF (LUX)-EUR HiYld-Pca EU BD LUX 08/06 EUR 131.14 –8.4 –8.8 –3.8
PF (LUX)-EUR HiYld-Pdi EU BD LUX 08/06 EUR 84.81 –8.4 –8.8 –3.8
PF (LUX)-EUR Liq-Pca EU MM LUX 08/06 EUR 132.99 2.4 3.6 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 08/06 EUR 99.34 2.4 3.6 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 08/06 EUR 463.74 –23.9 –26.1 –6.6
PF (LUX)-EuSust Eq-Pca EU EQ LUX 08/06 EUR 144.16 –21.7 –25.7 –8.6
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 08/06 USD 200.96 0.1 5.7 6.2
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 08/06 USD 143.29 0.2 5.7 6.2
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 08/06 USD 20.61 –15.2 –14.4 –0.4
PF (LUX)-Gr China-Pca AS EQ LUX 08/07 USD 322.43 –24.6 –8.8 21.3
PF (LUX)-Indian Eq-Pca EA EQ LUX 08/07 USD 344.88 –34.9 –8.0 21.0
PF (LUX)-Jap Index-Pca JP EQ LUX 08/07 JPY 12113.22 –14.7 –23.6 –7.9
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 08/07 JPY 11302.62 –15.6 –28.9 –12.7
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 08/07 JPY 11060.31 –16.0 –29.3 –13.2
PF (LUX)-JpEq130/30-Pca JP EQ LUX 08/07 JPY 5906.50 –14.3 –24.4 –12.9
PF (LUX)-Pacif Idx-Pca AS EQ LUX 08/07 USD 260.05 –18.5 –6.2 13.7
PF (LUX)-Piclife-Pca CH BA LUX 08/06 CHF 788.18 –7.2 –8.3 –1.2
PF (LUX)-PremBrnds-Pca OT EQ LUX 08/06 EUR 60.69 –21.1 –25.7 –5.7
PF (LUX)-Rus Eq-Pca EE EQ LUX 08/06 USD 76.69 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 08/06 USD 96.22 –13.8 –14.5 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 08/06 EUR 515.26 –16.5 –24.2 –1.5
PF (LUX)-US Eq-Ica US EQ LUX 08/06 USD 118.95 –7.6 –4.7 6.0
PF (LUX)-USA Index-Pca US EQ LUX 08/06 USD 102.61 –11.5 –11.0 1.6
PF (LUX)-USD Bds-Pca US BD LUX 08/06 USD 478.49 1.4 6.1 5.0
PF (LUX)-USD Bds-Pdi US BD LUX 08/06 USD 361.52 1.4 6.1 5.0
PF (LUX)-USD Liq-Pca US MM LUX 08/06 USD 129.28 1.7 3.3 4.2
PF (LUX)-USD Liq-Pdi US MM LUX 08/06 USD 87.15 1.8 3.3 4.2
PF (LUX)-Water-Pca GL EQ LUX 08/06 EUR 132.57 –15.1 –13.6 0.1
PF (LUX)-WldGovBds-Pca GL BD LUX 08/06 USD 152.58 3.7 10.2 6.4
PF (LUX)-WldGovBds-Pdi GL BD LUX 08/06 USD 129.12 3.7 10.2 6.4
PTF (LUX)-MidEast&NorAfr-Pca US BA LUX 08/06 USD 93.18 NS NS NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Asia Ex-Japan Fund USD AS EQ IRL 05/20 USD 1.12 –93.7 –93.8 –72.2
Global Technology OT EQ IRL 08/06 USD 12.53 –13.4 –13.2 1.6
Japan Fund USD JP EQ IRL 08/07 USD 14.92 –11.4 –17.2 –8.7

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 08/06 EUR 801.87 –18.5 NS NS
Core Eurozone Eq B EU EQ IRL 08/06 EUR 920.55 NS NS NS
Euro Fixed Income A EU BD IRL 08/06 EUR 1206.41 –3.4 –4.6 –2.6

Euro Fixed Income B EU BD IRL 08/06 EUR 1277.17 –3.1 –4.0 –2.0
Euro Small Cap A EU EQ IRL 08/06 EUR 1370.59 –22.2 –33.7 –10.9
Euro Small Cap B EU EQ IRL 08/06 EUR 1455.76 –21.9 –33.3 –10.4
Eurozone Agg Eq A EU EQ IRL 08/06 EUR 742.71 –22.4 –24.6 NS
Eurozone Agg Eq B EU EQ IRL 08/06 EUR 1058.54 –22.2 –24.1 –4.9
Glbl Bd (EuroHdg) A GL BD IRL 08/06 EUR 1265.23 –2.2 –1.4 –0.2
Glbl Bd (EuroHdg) B GL BD IRL 08/06 EUR 1330.50 –1.8 –0.8 0.3
Glbl Bd A EU BD IRL 08/06 EUR 956.89 –5.1 –7.4 –5.3
Glbl Bd B EU BD IRL 08/06 EUR 1010.31 –4.7 –6.8 –4.7
Glbl Real Estate A OT EQ IRL 08/06 USD 1126.05 –11.4 –13.2 –2.3
Glbl Real Estate B OT EQ IRL 08/06 USD 1151.27 –11.1 –12.7 –1.7
Glbl Real Estate EH-A OT EQ IRL 08/06 EUR 1030.07 –12.2 –15.8 –5.4
Glbl Real Estate SH-B OT EQ IRL 08/06 GBP 97.58 –11.1 –14.0 –3.4
Glbl Strategic Yield A EU BD IRL 08/06 EUR 1449.88 –3.0 –1.2 1.4
Glbl Strategic Yield B EU BD IRL 08/06 EUR 1538.51 –2.6 –0.6 2.0
Japan Equity A JP EQ IRL 08/06 JPY 15742.00 –15.3 –26.7 –11.0
Japan Equity B JP EQ IRL 08/06 JPY 16639.00 –15.0 –26.2 –10.5
Multi St Cash Plus EH-A GL EQ IRL 08/06 EUR 1028.46 1.6 NS NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 08/06 USD 2091.68 –21.0 –13.0 10.5
PacBasn (Ex-Jap) Eq B AS EQ IRL 08/06 USD 2213.19 –20.7 –12.5 11.2
Pan European Eq A EU EQ IRL 08/06 EUR 1078.04 –20.7 –23.6 –6.5
Pan European Eq B EU EQ IRL 08/06 EUR 1140.85 –20.4 –23.1 –5.9
US Equity A US EQ IRL 08/06 USD 1012.41 –12.7 –7.3 2.7
US Equity B US EQ IRL 08/06 USD 1074.98 –12.4 –6.7 3.4
US Small Cap A US EQ IRL 08/06 USD 1518.31 –11.6 –9.8 1.8
US Small Cap B US EQ IRL 08/06 USD 1613.03 –11.3 –9.2 2.4

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 08/07 SEK 89.82 –23.0 –28.1 –7.7
Choice Japan Fd JP EQ LUX 08/07 JPY 65.89 –16.7 –27.3 –13.1
Choice Jpn Chance/Risk JP EQ LUX 08/07 JPY 72.75 –18.7 –27.8 –9.2
Choice NthAmChance/Risk US EQ LUX 08/07 USD 4.75 –9.2 –3.3 4.5
Europe 2 Fd EU EQ LUX 08/07 EUR 1.11 –23.3 –26.7 –5.9
Europe 3 Fd EU EQ LUX 08/07 GBP 3.87 –17.8 –15.1 2.0
Global Chance/Risk Fd GL EQ LUX 08/06 EUR 0.65 –17.7 –21.7 –8.1
Global Fd GL EQ LUX 08/07 USD 2.56 –13.2 –12.1 2.2
Intl Mixed Fd -C- NO BA LUX 08/07 USD 30.52 –8.4 –5.5 4.1
Intl Mixed Fd -D- NO BA LUX 08/07 USD 21.53 –8.4 –5.5 5.5
Wireless Fd OT EQ LUX 08/07 EUR 0.14 –24.2 –22.9 –1.1

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 08/07 USD 7.08 –22.1 –12.1 9.0
Currency Alpha EUR -IC- OT OT LUX 08/07 EUR 10.73 5.0 5.0 NS
Currency Alpha EUR -RC- OT OT LUX 08/07 EUR 10.69 4.7 4.5 NS
Currency Alpha SEK -ID- OT OT LUX 08/07 SEK 103.96 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 08/07 SEK 100.37 NS NS NS
Generation Fd 80 OT OT LUX 08/07 SEK 8.05 –14.8 NS NS
Nordic Focus EUR NO EQ LUX 08/07 EUR 82.41 –16.7 NS NS
Nordic Focus NOK NO EQ LUX 08/07 NOK 82.06 NS NS NS
Nordic Focus SEK NO EQ LUX 08/07 SEK 82.43 –17.2 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 08/07 USD 1.27 –22.0 –11.3 10.6
Choice North America Eq. Fd US EQ LUX 08/07 USD 2.06 –15.3 –12.9 –0.6
Ethical Global Fd GL EQ LUX 08/07 USD 0.95 –14.0 –14.5 0.7
Ethical Sweden Fd NO EQ LUX 08/07 SEK 38.40 –13.8 –21.1 2.7
Europe Fd EU EQ LUX 08/07 USD 2.85 –19.6 –17.9 12.1
Global Equity Fd GL EQ LUX 08/07 USD 1.63 –13.5 –12.6 3.1
Index Linked Bd Fd SEK OT BD LUX 08/07 SEK 12.94 3.6 7.3 4.1
Medical Fd OT EQ LUX 08/07 USD 3.60 –6.5 –1.2 2.2
Short Medium Bd Fd SEK NO MM LUX 08/07 SEK 9.09 2.4 3.6 3.1
Technology Fd OT EQ LUX 08/07 USD 2.47 –13.4 –6.3 8.5
World Fd GL EQ LUX 08/07 USD 2.46 –8.0 –7.5 11.7

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 08/07 EUR 1.27 1.7 2.6 2.6
Short Bond Fd SEK NO MM LUX 08/07 SEK 21.49 2.4 3.7 3.1
Short Bond Fd USD US MM LUX 08/07 USD 2.48 1.2 2.9 3.7

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 08/07 SEK 10.32 1.0 2.2 1.8
Alpha Bond Fd SEK -B- NO BD LUX 08/07 SEK 9.26 1.0 2.2 1.8
Alpha Bond Fd SEK -C- NO BD LUX 08/07 SEK 25.86 0.9 2.0 1.7

Alpha Bond Fd SEK -D- NO BD LUX 08/07 SEK 8.62 0.9 2.0 1.7
Alpha Short Bd SEK -A- NO MM LUX 08/07 SEK 10.77 2.5 3.8 3.2
Alpha Short Bd SEK -B- NO MM LUX 08/07 SEK 10.10 2.5 3.8 3.2
Alpha Short Bd SEK -C- NO MM LUX 08/07 SEK 21.08 2.4 3.7 3.1
Alpha Short Bd SEK -D- NO MM LUX 08/07 SEK 8.76 2.4 3.7 3.1
Bond Fd EUR -C- EU BD LUX 08/07 EUR 1.23 1.5 2.6 1.3
Bond Fd EUR -D- EU BD LUX 08/07 EUR 0.49 1.5 2.5 1.3
Bond Fd SEK -C- NO BD LUX 08/07 SEK 38.38 1.6 2.8 2.0
Bond Fd SEK -D- NO BD LUX 08/07 SEK 11.51 0.4 1.7 1.4
Corp. Bond Fd EUR -C- EU BD LUX 08/07 EUR 1.17 –0.5 –0.8 –0.3
Corp. Bond Fd EUR -D- EU BD LUX 08/06 EUR 0.92 0.3 –0.8 –0.1
Corp. Bond Fd SEK -C- NO BD LUX 08/07 SEK 12.00 –0.5 0.2 0.4
Corp. Bond Fd SEK -D- NO BD LUX 08/07 SEK 9.42 –0.4 0.4 0.5
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 08/07 EUR 98.20 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 08/07 EUR 98.16 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 08/07 SEK 100.00 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 08/07 SEK 921.84 NS NS NS
Flexible Bond Fd -C- NO BD LUX 08/07 SEK 20.14 2.1 3.2 2.8
Flexible Bond Fd -D- NO BD LUX 08/07 SEK 11.40 2.1 3.2 2.8

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 08/07 SEK 98.47 –7.3 –7.2 –2.6
Global Hedge I SEK -D- OT OT LUX 08/07 SEK 89.99 –10.0 –9.9 –4.1

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 08/07 USD 2.67 –20.0 –2.3 17.0

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 08/07 SEK 24.17 –27.6 –32.8 –0.5
Europe Chance/Risk Fd EU EQ LUX 08/07 EUR 1283.31 –24.5 –28.0 –6.4

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 08/06 USD 21.40 –35.3 –17.9 21.1
Eq. Pacific A AS EQ LUX 08/06 USD 10.33 –25.5 –10.8 15.4

n SGAM Fund
Bonds CHF A CH BD LUX 08/06 CHF 26.34 0.9 1.5 0.2
Bonds ConvEurope A EU BD LUX 08/06 EUR 31.05 6.8 10.4 9.9
Bonds Eur Corp A EU BD LUX 08/06 EUR 21.44 –2.3 –3.0 –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 08/06 EUR 37.09 0.4 1.5 0.8
Bonds Europe A EU BD LUX 08/06 EUR 35.82 0.2 0.7 0.5
Bonds US MtgBkSec A US BD LUX 08/06 USD 21.45 –15.0 –12.4 –4.0
Bonds US OppsCoreplus A US BD LUX 08/06 USD 31.25 –0.7 3.7 4.0
Bonds World A GL BD LUX 08/06 USD 38.71 4.1 10.8 7.7
Eq. ConcentratedEuropeA EU EQ LUX 08/06 EUR 31.66 –21.5 –22.9 –7.1
Eq. Eastern Europe A EU EQ LUX 08/06 EUR 31.80 –27.8 –21.7 –0.4
Eq. Equities Global Energy OT EQ LUX 08/06 USD 23.56 –6.5 8.4 12.6
Eq. Euroland A EU EQ LUX 08/06 EUR 13.15 –23.9 –23.8 –7.0
Eq. Euroland MidCapA EU EQ LUX 08/06 EUR 23.15 –20.1 –27.4 –6.5
Eq. EurolandCyclclsA EU EQ LUX 08/06 EUR 20.50 –19.1 –15.9 1.4
Eq. EurolandFinancialA OT EQ LUX 08/06 EUR 14.29 –23.2 –26.6 –12.8
Eq. Glbl Emg Cty A GL EQ LUX 08/06 USD 10.60 –21.5 –7.8 10.5
Eq. Global A GL EQ LUX 08/06 USD 31.20 –18.5 –18.1 –3.8
Eq. Global Technol A OT EQ LUX 08/06 USD 6.23 –12.1 –17.7 1.7
Eq. Gold Mines A OT EQ LUX 08/06 USD 24.77 –17.4 –1.0 –1.6
Eq. Japan A JP EQ LUX 08/06 JPY 1093.38 –17.4 –27.2 –12.6
Eq. Japan Sm Cap A JP EQ LUX 08/07 JPY 1234.57 –27.6 –37.9 –29.0
Eq. Japan Target A JP EQ LUX 08/06 JPY 1914.50 –5.5 –19.3 –9.1
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 08/06 GBP 12.86 –24.6 –26.4 –9.8
Eq. US ConcenCore A US EQ LUX 08/06 USD 23.41 –12.8 –7.7 2.5
Eq. US Lg Cap Gr A US EQ LUX 08/06 USD 18.67 –7.2 –0.8 4.4
Eq. US Mid Cap A US EQ LUX 08/06 USD 33.34 –14.8 –5.0 8.0
Eq. US Multi Strg A US EQ LUX 08/06 USD 25.94 –9.9 –8.9 0.6
Eq. US Rel Val A US EQ LUX 08/06 USD 24.84 –13.2 –19.4 –4.7
Eq. US Sm Cap Val A US EQ LUX 08/06 USD 22.16 –11.2 –16.8 –3.4
Eq. US Value Opp A US EQ LUX 08/06 USD 22.23 –12.8 –18.4 –6.7
Money Market EURO A EU MM LUX 08/06 EUR 26.67 2.6 4.3 3.8
Money Market USD A US MM LUX 08/06 USD 15.59 1.8 3.8 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 08/07 EEK 182.33 –32.0 –37.8 –14.1
New Europe Small Cap EUR EE EQ EST 08/07 EEK 98.51 –29.3 –38.0 –10.1
Second Wave EUR EE EQ EST 08/07 EEK 215.47 –21.6 –25.7 6.9

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 08/07 JPY 12488.00 –25.5 –38.7 –18.4
YMR-N Japan Fund JP EQ IRL 08/07 JPY 13943.00 –19.8 –33.1 –12.0
YMR-N Low Price Fund JP EQ IRL 08/07 JPY 18068.00 –20.8 –35.5 –13.9
YMR-N Small Cap Fund JP EQ IRL 08/07 JPY 8685.00 –29.9 –44.3 –22.4
Yuki Mizuho Gen Jpn III JP EQ IRL 08/07 JPY 6983.00 –24.8 –35.3 NS
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 08/07 JPY 7432.00 –23.5 –36.2 –18.2
Yuki Mizuho Jpn Exc 100 JP EQ IRL 08/07 JPY 9679.00 –22.7 –33.2 –16.0
Yuki Mizuho Jpn Gen JP EQ IRL 08/07 JPY 11837.00 –23.0 –37.2 –15.0
Yuki Mizuho Jpn Gro JP EQ IRL 08/07 JPY 8837.00 –28.4 –39.8 –19.3
Yuki Mizuho Jpn Inc JP EQ IRL 08/07 JPY 11347.00 –13.4 –28.6 –8.7
Yuki Mizuho Jpn Lg Cap AS EQ IRL 08/07 JPY 7373.00 –21.8 –32.4 NS
Yuki Mizuho Jpn LowP JP EQ IRL 08/07 JPY 14650.00 –19.1 –31.5 –12.8
Yuki Mizuho Jpn PGth JP EQ IRL 08/07 JPY 11879.00 –27.6 –35.2 –16.5
Yuki Mizuho Jpn SmCp JP EQ IRL 08/07 JPY 8641.00 –31.8 –43.3 –22.0
Yuki Mizuho Jpn Val Sel AS EQ IRL 08/07 JPY 7581.00 –19.4 –30.5 –13.9
Yuki Mizuho Jpn YoungCo AS EQ IRL 08/07 JPY 3786.00 –33.8 –50.8 –36.1

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 08/07 JPY 6788.00 –23.3 –33.2 –14.3
Yuki 77 General JP EQ IRL 08/07 JPY 8995.00 –21.7 –33.8 –13.0
Yuki 77 Growth JP EQ IRL 08/07 JPY 9090.00 –25.9 –37.7 –18.8

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 08/07 JPY 9278.00 –20.3 –36.4 –16.1
Yuki Chugoku Jpn Gro JP EQ IRL 08/07 JPY 7716.00 –23.5 –30.3 –13.1
Yuki Chugoku Jpn Inc JP EQ IRL 08/07 JPY 7725.00 –11.1 –23.3 –8.5
Yuki Chugoku JpnLowP JP EQ IRL 08/07 JPY 10604.00 –25.2 –38.5 –13.6
Yuki Chugoku JpnPurGth JP EQ IRL 08/07 JPY 6934.00 –20.8 –34.9 –15.4

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 08/07 JPY 10076.00 –21.6 –35.3 –14.7

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 08/07 JPY 7028.00 –20.3 –31.9 –12.4
Yuki Hokuyo Jpn Gro JP EQ IRL 08/07 JPY 5978.00 –25.6 –37.7 –19.2
Yuki Hokuyo Jpn Inc JP EQ IRL 08/07 JPY 7470.00 –11.4 –25.3 –10.2

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 08/07 JPY 7503.00 –22.7 –35.0 –14.8
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 08/07 JPY 6831.00 –23.5 –36.0 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 08/07 JPY 7623.00 –20.4 –38.1 –14.7
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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 07/31 USD 2166.98 –7.2 –10.5 2.0
Harmony Cap Ltd B EUR OT OT BMU 07/31 EUR 2090.49 –6.9 –10.5 1.1
Harmony Cap Ltd D USD OT OT BMU 07/31 USD 1243.91 –7.5 –10.9 1.5
Harmony Cap Ltd E EUR OT OT BMU 07/31 USD 1204.29 –7.0 –10.9 0.7
Harmony Cap Ltd F GBP OT OT BMU 07/31 GBP 1050.88 –6.4 –9.5 NS

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 08/01 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 08/06 USD 19.24 11.0 1.2 4.7

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 07/31 USD 173.25 5.1 10.3 13.2

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

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

Sales at many U.S. chain stores fell in July
Teen segment gains
as concerns increase
on remainder of year

Kicking up a storm
Women’s football is finally
flourishing in hotbeds like
Brazil > Page 4

By Jennifer Saranow

and Kevin Kingsbury

U.S. retailers reported generally
weak July sales that fell short of ex-
pectations, raising concern about con-
sumer spending in the back-to-school
season and the rest of the year.

Discounters benefited from con-
sumers’ focus on buying necessi-
ties. But giant Wal-Mart Stores
Inc., which reported a 3% increase in
sales at stores open at least a year,
excluding fuel, warned that sales
would slow in August to a 1% to 2%
same-store gain from the same pe-
riod a year earlier.

“With the end of the stimulus
checks, we know consumers are
spending more cautiously, and we
continue to see a pronounced pay-
check cycle at the end of the
month,” Eduardo Castro-Wright,
head of Wal-Mart’s U.S. operations,
said in a statement.

Middle-market chains J.C. Pen-
ney Co. and Kohl’s Corp., mean-
while, said same-store sales de-
clined in July from a year earlier.
High-end chains Saks Inc. and Nord-

strom Inc. and most apparel retail-
ers, including teen retailers for
whom the back-to-school season is
critical, reported similar results.

Even Target Corp., a discounter
that carries more stylish goods than
Wal-Mart, posted a larger-than-ex-
pected decline of 1.2% in same-store
sales. In a conference call with inves-
tors, officials forecast a 1% to 3%
drop in August same-store sales.

Overall, U.S. retailers posted a
2.3% increase in same-store sales in
July, according to an index of 38
companies compiled by researcher
Retail Metrics Inc. That marked a
slowdown from the 4% increase in
June, when government stimulus
checks helped boost sales.

Many retailers have already be-
gun offering aggressive discounts
to encourage buying before stu-
dents return to school in Septem-

ber, a trend that analysts expect to
accelerate this month. But deep dis-
counts and a tax-free Saturday in
some states in July weren’t enough
to spur sales in the face of high gaso-

line prices, declining housing prices
and rising unemployment.

“The stimulus checks wore off,
and now we are back to the revolt-
ing reality,” said Ken Perkins, presi-
dent of Retail Metrics. “It’s really dif-
ficult to see any source of funding

for consumers to tap into as we go
forward to back to school and the
holiday shopping season.”

One bright spot was Costco
Wholesale Corp., which reported a
10% increase in July same-store
sales, well above expectations. Wal-
Mart, meanwhile, cited grocery,
health-and-wellness products and
entertainment products like flat-
panel televisions and videogames as
pockets of strength at its namesake
stores, along with sales of teen-age
apparel. That suggests that dis-
counters may be taking back-to-
school sales away from specialty ap-
parel chains that focus on teens.

Some retailers also boosted
their profit forecasts. Penney, which
reported a 6.5% drop in same-store
sales in July and forecast a mid-sin-
gle-digit drop for August, raised its
second-quarter earnings estimate.

At Gap Inc., where same-store
sales fell a greater-than-expected
11%, the company projected that fis-
cal second-quarter earnings would
be 30 cents to 31 cents a share—bet-
ter than analysts expected. The com-
pany also boosted its earnings tar-
get for the year to $1.30 to $1.35 a
share from $1.20.

Among teen retailers, those of-
fering lower-priced merchandise
did best. Aeropostale Inc. posted a
better-than-expected 13% jump in
same-store sales, while Abercrom-
bie & Fitch Co. and American Eagle
Outfitters Inc. both posted worse-
than-expected 7% drops.

“The July results and the August
outlook indicate that most kids will
be returning to school in last year’s
duds,” Todd Slater, an analyst with
Lazard Capital Markets LLC, wrote
in a research report Thursday.

CORPORATE NEWS

By Hiroyuki Kachi

TOKYO—Japan Airlines Corp.
had a narrower net loss for the fis-
cal first quarter on cost cuts, but
will carry out major flight network
reforms to mitigate the debilitating
effect of a rise in jet-fuel prices.

The country’s largest airline by
revenue, commonly called JAL, said
Thursday that it posted a net loss of
3.41 billion yen ($31.1 million) in the
three months to June 30, compared
with a loss of 4.29 billion yen in the
same period a year earlier.

Revenue declined 5.8% to 490.34
billion yen, due to the exclusion of
the California-based fuel-trading
subsidiary Pacific Fuel Trading
Corp., in which it sold its entire
stake. But JAL swung into an operat-
ing profit of 3.91 billion yen, com-
pared with a loss of 8.55 billion yen
a year earlier, due to cost cutbacks.

A rise in jet-fuel prices is still tak-
ing a toll on the airline, prompting it
to suspend or scale down some un-
profitable routes in the second half
of this fiscal year.

JAL cost-cutting
narrows net loss;
revenue off 5.8%

Many retailers are
offering discounts to
lure back-to-school
shoppers.
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Andfs. Plus Dollars US BA AND 08/06 USD 10.06 –6.1 –5.0 0.3
Andfs. RF Dolars US BD AND 08/06 USD 11.29 –0.3 0.5 1.9
Andfs. RF Euros EU BD AND 08/06 EUR 10.54 –4.5 –5.8 –2.6
Andorfons EU BD AND 08/06 EUR 14.17 –7.4 –9.8 –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 08/06 EUR 10.50 –9.5 –9.7 –3.0
Andorfons Mix 60 EU BA AND 08/06 EUR 11.28 –14.4 –12.7 –3.3

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 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 08/07 EUR 10.53 1.5 1.9 3.5
DJE-Absolut P GL EQ LUX 08/07 EUR 216.54 –14.2 –10.2 3.0
DJE-Alpha Glbl P EU BA LUX 08/07 EUR 183.16 –10.4 –5.8 4.1
DJE-Div& Substanz P GL EQ LUX 08/07 EUR 212.01 –11.1 –9.2 4.4
DJE-Gold&Resourc P OT EQ LUX 08/07 EUR 156.87 –16.3 –5.5 –4.5
DJE-Renten Glbl P EU BD LUX 08/07 EUR 120.56 –1.2 –1.0 1.1
LuxPro-Dragon I AS EQ LUX 08/07 EUR 125.51 –30.6 –15.8 NS
LuxPro-Dragon P AS EQ LUX 08/07 EUR 123.05 –32.0 –17.1 NS
LuxTopic-Aktien Europa EU EQ LUX 08/07 EUR 16.59 –14.0 –7.8 3.1
LuxTopic-Pacific AS EQ LUX 08/07 EUR 16.97 –21.0 –17.3 6.0

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 08/07 EUR 81.47 –25.8 –29.9 NS

(Lux) E Eur ConvgnceUSD EE EQ LUX 08/07 USD 96.17 –22.2 –21.6 NS
(Lux) Russian EUR EE EQ LUX 08/07 EUR 86.47 –24.0 –19.7 NS
(Lux) Russian USD EE EQ LUX 08/07 USD 101.97 –20.4 –10.3 NS
Balkan Fund EE EQ SWE 08/07 SEK 22.83 –31.5 –31.6 8.8
Baltic Fund EE EQ SWE 08/07 SEK 61.18 –16.9 –24.3 4.7
Eastern European Fund EU EQ SWE 08/07 SEK 42.40 –22.6 –18.9 7.4
Russian Fund EE EQ SWE 08/07 SEK 1342.36 –23.2 –17.4 7.2
Turkish Fund EE EQ SWE 08/07 SEK 7.92 –31.0 –24.9 6.1

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 08/06 USD 308.03 –1.2 4.1 5.6
Sel Emerg Mkt Equity GL EQ GGY 08/06 USD 226.45 –16.3 –5.9 13.8
Sel Euro Equity EUR US EQ GGY 08/06 EUR 114.79 –21.4 –24.9 –6.6
Sel European Equity EU EQ GGY 08/06 USD 234.96 –17.2 –16.0 2.1
Sel Glob Equity GL EQ GGY 08/06 USD 229.55 –15.9 –16.3 –0.7
Sel Glob Fxd Inc GL BD GGY 08/06 USD 144.97 –1.2 2.3 2.1
Sel Pacific Equity AS EQ GGY 08/06 USD 146.46 –16.9 –7.1 12.6
Sel US Equity US EQ GGY 08/06 USD 148.90 –12.8 –10.1 0.2
Sel US Sm Cap Eq US EQ GGY 08/06 USD 207.18 –10.4 –13.7 –1.8

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 08/06 EUR 330.13 –8.5 –7.8 –2.7
DSF 50/50 EU BA LUX 08/06 EUR 261.00 –12.1 –11.7 –4.0
DSF 75/25 EU BA LUX 08/06 EUR 210.47 –16.2 –16.3 –6.2
KBC Eq (L) Europe EU EQ LUX 08/06 EUR 605.20 –20.4 –22.0 –7.3
KBC Eq (L) Japan JP EQ LUX 08/06 JPY 24802.00 –16.1 –26.2 –11.6
KBC Eq (L) NthAmer EUR US EQ LUX 08/06 EUR 684.13 –11.2 –9.9 0.2
KBC Eq (L) NthAmer USD US EQ LUX 08/06 USD 968.27 –11.2 –8.8 2.1
KBL Key America EUR US EQ LUX 08/05 EUR 486.95 –16.7 –11.6 NS
KBL Key America USD US EQ LUX 08/05 USD 501.57 –16.9 –10.8 NS
KBL Key East Europe EU EQ LUX 08/05 EUR 2641.93 –22.2 –17.5 2.6
KBL Key Eur Sm Cie EU EQ LUX 08/05 EUR 1058.87 –22.7 –32.0 –6.4
KBL Key Europe EU EQ LUX 08/05 EUR 693.63 –21.5 –25.1 –6.3
KBL Key Far East AS EQ LUX 08/05 USD 1394.71 –27.0 –22.2 6.2
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 08/05 EUR 513.48 –17.4 –11.0 NS
KBL Key NaturalRes USD OT EQ LUX 08/05 USD 604.75 –12.5 0.1 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 08/05 USD 95.97 –39.6 –38.9 –6.3
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 08/06 EUR 49.68 –32.0 –44.5 4.7
MP-TURKEY.SI OT OT SVN 08/06 EUR 39.06 –23.4 –22.9 4.1

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 08/06 EUR 7.38 –17.8 –24.7 NS
Parex Eastern Europ Bd EU BD LVA 08/06 USD 14.15 3.5 5.0 6.4
Parex Russian Eq EE EQ LVA 08/06 USD 25.34 –20.2 –2.7 14.8
Parex Ukrainian Eq EU EQ LVA 08/06 EUR 7.59 –26.0 NS NS

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 08/07 USD 178.64 –24.3 –13.6 12.4
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Sinopec needs help
in bid for Imperial
Outboxing an Indian firm

will likely require teaming

with a Russian heavyweight

0Read continuous updates on
the high-stakes world of deal
making, Deal Journal, free
online at blogs.wsj.com/deals

By David Winning

Beijing

China’s deal-hungry energy ti-
tans are again turning their

sights to Russia, but don’t expect
China Petrochemical Corp.,
known as Sinopec Group, to go it
alone if it bids for Imperial En-
ergy Corp.

Past experience suggests Chi-
nese firms need the backing of a
state-run Russian heavyweight
such as OAO Rosneft or OAO Gaz-
prom, and that a unilateral bid
for assets in an industry viewed
by the Kremlin as strategic in-
variably fails.

Imperial, which is listed in
London and mainly produces oil
in Russia, confirmed Monday it
has received a second takeover
approach.

A person familiar with the sit-

uation said Sinopec is seeking to
gate-crash a bid by India’s Oil & Nat-
ural Gas Corp. for Imperial, which is
valued at more than £1.1 billion ($2.1
billion).

“Sinopec can’t buy it without a
state partner,” Rosneft or Gazprom,
a person familiar with previous Rus-
sian asset sales said.

China has long courted Russia as
a strategic partner in energy, given
their common border and China’s
growing reliance on oil imports, but
it has little to show for it in terms of
mergers and acquisitions.

China National Petroleum Corp.
withdrew from bidding for OAO
Slavneft late in 2002, days after Rus-
sia’s Duma issued a statement urg-
ing Russia to exclude government-
owned companies from the auction.
CNPC, the parent of PetroChina Co.,
was also named as a contender for
Yuganskneftegaz when the unit was
put up for sale in December 2004.

Even small deals haven’t
reached completion. China Oilfield
Services Ltd. abandoned a bid to
buy a controlling stake in STU, an oil-
services unit of OAO TNK-BP, after it
was blocked by the Russian govern-
ment last year.

Sinopec’s readiness to bid for Im-

perial likely signals it thinks it
has hit upon the right strategy
for doing deals in Russia. Its $3.5
billion acquisition of Russian oil
producer OAO Udmurtneft in
2006 from TNK-BP came after Si-
nopec sold a 51% stake to Rosneft.

“With China having long-
term contracts for very large
amounts of oil with Rosneft, and
with Sinopec’s minority partner-
ship with Rosneft in Udmurtneft,
the company already has a signif-
icant financial commitment in
Russia as well as a close working
relationship with a government-
controlled oil company,” said
Ronald Smith, chief strategist
and head of research at Alfa
Bank in Russia.

However, he added: “Given
the relatively small size of Impe-
rial Energy—it produced 10,000
barrels a day last year and hopes
to hit 25,000 barrels per day this
year as fields come online—a gov-
ernment-linked partner may not
be necessary.”
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China to expand its oil reserves

By Gordon Sorlini

MILAN —Shares of Italian niche
car designer and builder Pininfa-
rina SpA soared after the death of
Chairman and Chief Executive An-
drea Pininfarina left the company’s
future unclear and investors guess-
ing that it would be sold.

Mr. Pininfarina, 51 years old, died
in a motorcycle accident. His death
comes as the family-owned com-
pany he headed goes through a turn-
around plan it began at the end of
2006. Demand for the company’s spe-
cialty production services is falling,
as car makers reduce the amount of
work they outsource and try to pre-
vent layoffs in their own factories.

The company’s shares surged in
Milan after Mr. Pininfarina’s death.
Trading was suspended for time in
the morning after the shares gained
more than 10%. They closed up just
over 20%, at $7.25.

Pininfarina is poised to ask share-
holders for a capital increase after
having signed a “standstill agree-
ment” with its creditor banks lead-
ing to a debt rescheduling.

The company builds niche mod-
els such as the Alfa Romeo Spider,
the Ford Focus Coupe Cabriolet and
the Volvo C70, and it has designed
such dream cars as the Ferrari 612
Scaglietti, Ferrari 599 GTB Fiorano

and the Maserati GranTurismo.
In April, as part of its turnaround

process, the company’s board re-
vealed plans for a capital increase of
as much as Œ100 million. Pininfarina
also signed a 50-50 joint venture in
December with Bolloré Group to de-
velop a fully electric car. Pininfarina
is to design and build the four-seat
vehicle; Bolloré Group will supply
the battery technology.

Not far from Pininfarina’s head-
quarters near Turin, Italy, specialty
producer Carrozzeria Bertone SpA—
which was involved in the produc-
tion of cars such as the Lamborghini
Countach, the Fiat X 1/9 and, more
recently, the Fiat Punto Cabrio and
Opel Astra Cabrio—also is undergo-
ing heavy restructuring after losing
assembly contracts.

Pininfarina chief’s death
ignites talk of a sale
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By Yee Kai Pin

BANGKOK—China plans to con-
tinue expanding its emergency oil re-
serves but is still weighing the best
time to buy, despite falling prices.

And while oil prices are expected
to fall even further, they are still
high, and China doesn’t seem to be
in any rush to buy.

“We think it’s an important part
of our broader energy-security strat-
egy, so we’re pushing ahead,” a se-
nior official at China’s National En-
ergy Administration said Thursday,
referring to oil reserves.

The official, Sun Qin, noted at an
energy conference in Thailand that
“at $120 a barrel [oil] is still high,”
saying “it’s an issue we need to
study before we decide if it’s low
enough.”

Benchmark oil prices fell below
$120 a barrel this week and are
down about 20% from an intraday
high of $147.27 a barrel July 11 in
New York, raising the possibility

that consumer nations will start
boosting emergency reserves.

China holds about 100 million
barrels of crude to guard against
supply disruptions. And while that
may be modest compared to the
roughly 700 million barrels in the
U.S. Strategic Petroleum Reserve,
Beijing plans to set aside more.

China started setting aside oil in
late 2006, and its reserve targets

are a closely guarded secret, but ana-
lysts estimate inventories could rise
to 146 million barrels by 2010 and to
as much as 512 million barrels be-
yond that.

Markets are likely to take notice
of Mr. Sun’s comments because Chi-
na’s fast-rising oil imports were a
major factor in the soaring prices.

But Mr. Sun reiterated Beijing’s
long-held view that factors unre-
lated to fundamentals are also keep-
ing prices high. “We think there
should be less speculation in the oil
market,” he said.

Japan and South Korea already
hold reserves, as required by the In-
ternational Energy Agency, while In-
dia—Asia’s fourth-largest oil im-
porter—plans to start its strategic
reserve in coming months.

China and India are likely to be-
come the first developing-country
members of the IEA, Executive Di-
rector Nobuo Tanaka said Wednes-
day.

Meanwhile, the 10-member Asso-
ciation of Southeast Asian Nations,
which is hosting this week’s energy-
security talks, is exploring ways to
manage “regional stocks” with
China, Japan and South Korea.

Plaything: The Pininfarina Maserati at
the 2007 Geneva Motor Show
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China holds about
100 million barrels
of crude to guard
against disruptions.

By William Launder

FRANKFURT—Reinsurance com-
pany Hannover Re AG reported a
41% fall in second-quarter net
profit, reflecting write-downs re-
lated to the credit crisis, and set out
a more cautious outlook for the rest
of the year.

Net profit was Œ100.8 million
($155.4 million), down from
Œ169.4 million a year earlier and be-
low a Œ134 million average forecast
in a Dow Jones Newswires analyst
poll. The year-ago results were
boosted by gains from releasing re-
serves and the disposal of Hannover
Re’s Australian holding, QBE Insur-
ance Group Ltd., for $800 million.

Additional write-downs of
Œ120 million were possible if market
conditions didn’t improve in the sec-

ond half, Chief Financial Officer Elke
Koenig said. The company wrote
down a total of Œ130.3 million in secu-
rities in the first half of 2008, includ-
ing a total of Œ98.6 million in equities.

Hannover Re shares fell 93 Euro-
pean cents, or 3%, at Œ30.39 each.

Ms. Koenig said the company
still planned to achieve a forecast re-
turn-on-equity for 2008 of more
than 15%—a target the company had
appeared to back away from on the
heels of Munich Re AG’s profit warn-
ing July 25.

Net investment income for the
quarter slid 44% to Œ182.5 million,
falling short of analyst estimates of
Œ243 million. Earnings before inter-
est and taxation on continued opera-
tions, which investors consider a
better reflection of performance,
was Œ154.6 million, compared with
Œ313.5 million a year earlier.

Hannover Re net profit drops 41%
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By Rebecca Blumenstein

BEIJING—Nokia Corp.’s chief ex-
ecutive still sees plenty of room for
growth in China, already the world’s
largest cellphone market.

Though roughly half the people
in China—an estimated 600 million—
have cellphones, the proportion
should climb as millions join the
ranks of cellular users for the first
time, said Nokia President and CEO

Olli-Pekka Kallas-
vuo, who is in
Beijing for the
Olympics.

“I think
there’s a lot of
room left when it
comes to penetra-
tion,” Mr. Kallas-
vuo said. “When
you look at the
history of this in-
dustry, very of-
ten, the penetra-
tion increases

have continued to surprise people.”
China is Nokia’s largest market,

and Mr. Kallasvuo said mobile
growth is also exploding in India,
where about 250 million people, or
24% of the population, have cell-
phones. In Europe, the penetration
rate exceeds 100%, as many people
own more than one phone.

Nokia ranks first in market share
in China, at 40%, ahead of rivals
such as Motorola Inc. and Samsung
Electronics Co., an Olympics spon-
sor.

Mr. Kallasvuo credited the suc-
cess of the company to a range of fac-
tors, including a large production

base that allows it to sell a wider
range of phones in China than it
does in any other market and a dis-
tribution network that reaches
deep into China’s countryside and
smaller cities.

“There is no magic bullet here,”
Mr. Kallasvuo said. He acknowledged
that on the high end of the market,
Apple Inc.’s iPhone had created a
new competitor but argued that
sales of Nokia’s smart phones are
growing rapidly as millions of Chi-
nese connect to the Internet via their
cellphones instead of computers.

Nokia chose not to bid for Olym-
pics sponsorship and traditionally
shies away from specific events, he
said.

During the first half, Nokia sold
38.5 million cellphones in China,
generating Œ3.3 billion ($5.09 bil-
lion) in revenue. For 2007, the mo-
bile-phone maker sold 70.7 million
phones for a total of Œ6.2 billion in
revenue.

CORPORATE
NEWS

During the first half
of 2008, Nokia sold
38.5 million
cellphones in China.

Olli-Pekka
Kallasvuo

GLOBAL BUSINESS BRIEFS

Thai Union Frozen Products PCL

Thai Union Frozen Products
PCL said its 2008 sales may exceed
$2 billion. Thailand’s largest canned
and frozen seafood processor and
exporter, which had targeted sales
for 2008 and 2009 at $1.8 billion
and $2 billion, respectively, will
project its 2009 sales later, it said.
Lower oil prices and a weaker Thai
baht during the second half of the
year should bode well for the com-
pany, it said. The company reported
second-quarter net profit of 403.4
million baht ($12 million), a 6.2%
fall from a year ago. Despite higher
revenue, the company’s bottom line
fell as it booked 329.47 million baht
in foreign-exchange losses, com-
pared with a 40 million baht foreign-
exchange gain a year earlier. The
company’s April-June sales surged
22% to 16.79 billion baht.

Nokia chief sees
room for growth
in China market

ArcelorMittal SA

ArcelorMittal SA announced
new investments of $1.6 billion in its
long-carbon-steel operations in Bra-
zil, as it bets on fast economic
growth in the Latin American coun-
try. The world’s largest steel com-
pany by sales, which is based in Lux-
embourg, said the investments are
in addition to the $1.2 billion of in-
vestments previously unveiled for
the expansion of the Monlevade
plant in the central state of Minas
Gerais. Carbon steel is made up
mostly of carbon and in its long ver-
sion is mostly used for bars, rods
and other structural products. In
April, ArcelorMittal announced the
acquisition of a 50% share of Gonva-
rri Brasil, which owns steel-service
facilities for the automotive and in-
dustrial sectors. Last month, the
steel giant said it was buying 70% of
Manchester Tubos e Perfilados SA.

—Compiled from staff
and wire service reports.

Daimler AG

Germany’s Daimler AG and
Beijing-based truck maker Beiqi Fo-
ton Motor Co. said they agreed to
form a 50-50 joint venture to make
medium and heavy-duty trucks in
China. The joint venture would also
expand production and sales of Fo-
ton’s Auman brand of lower-end
commercial vehicles in interna-
tional markets, the companies said.
The venture must still clear several
regulatory steps before a business li-
cense can be issued, said Daimler
spokesman Trevor Hale. In Decem-
ber, Daimler and Beiqi began look-
ing into a joint venture after termi-
nating a plan to sell a 24% stake to
Daimler through a private place-
ment. Cooperation with the well-
known maker of Mercedes-Benz au-
tos would boost Foton’s image, said
CSM Worldwide analyst Yale Zhang.

Danske Bank AS

Danske Bank AS reported a 14%
fall in second-quarter net profit, as
increased credit losses offset strong
trading income. Net profit dropped
to 3.24 billion Danish kroner ($669.4
million) from 3.78 billion kroner a
year earlier, mainly because of in-
creasing credit loss expenses. Net in-
terest income rose 9.7% to 6.66 bil-
lion kroner from 6.07 billion kroner,
partly on high interest rates. Credit
losses rose to 572 million kroner
compared with a year earlier. Dan-
ske said the need for impairment
charges hasn’t accelerated, though
unstable market conditions and fall-
ing asset values may lead to credit-
loss expenses above average. At the
end of June, the group’s credit expo-
sure was 3.5 trillion kroner. Elpida Memory Inc.

Elpida Memory Inc. swung into
the red in the fiscal first quarter,
squeezed by weakness in prices of
dynamic random access memory
chips. The Japanese company said it
suffered a net loss of 13.77 billion
yen ($125.4 million) in the quarter
ended June 30, compared with a
14.55 billion yen net profit in the
year-earlier period. The previous
year’s result was helped by a special
profit of 22.1 billion yen from the
sale of silicon wafer processing
equipment at its Hiroshima plant.
Elpida swung into an operating loss
of 15.62 billion yen, compared with
the year-earlier profit of 3.74 billion
yen. It posted sales of 109.22 billion
yen, down 0.2%. The earnings re-
sults came a day after Elpida un-
veiled its plan to set up a joint ven-
ture in China to make DRAM chips.

Fraport AG

Airport operator Fraport AG
said first-half net profit fell 10%, hit
by higher interest payments and the
sale of its security operations last
year. Net profit fell to Œ92.1 million
($141.9 million) from Œ102.5 million
a year earlier, as revenue was down
7.1% to Œ1.04 billion from Œ1.12 bil-
lion. The Frankfurt-based company
attributed the drop to a lack of in-
come following the sale of its air-
port-security operations ICTS and a
one-time gain in 2007 related to in-
come from real-estate finance lease.
Fraport also paid Œ57.2 million in in-
terest expenses, up significantly
from Œ22.5 million a year earlier.
The company said the higher ex-
penses stem largely from its long-
term liabilities for the concession it
pays to operate its Antalya airport
in Turkey.

Lenovo Group Ltd.
Lenovo Group Ltd. said its fiscal-

first-quarter net profit rose 65% as
strong growth in China offset
weaker demand in the U.S. China’s
largest personal-computer maker
by shipments said net in the three
months ended June rose to
$110.5 million from $66.8 million a
year earlier. Revenue increased 10%
to $4.21 billion. The company said
its total world-wide personal-com-
puter shipments increased by 15% in
the quarter from a year earlier, in
line with the industry’s average
growth. Lenovo’s growth rate in to-
tal shipments slowed from 22% in
the previous year’s quarter. “De-
spite the weakening global eco-
nomic environment, Lenovo will en-
deavor to achieve its objective of
growing faster and more profitably
than the industry,” said Chairman
Yang Yuanqing.

Novo Nordisk AS
Danish pharmaceutical company

Novo Nordisk AS posted a 32% drop
in net profit in the second quarter, as
the year-earlier figure was boosted
by a stake sale, and raised its profit
and sales forecast for the year. Net
profit fell to 2.47 billion Danish kro-
ner ($510.3 million) from 3.65 billion
kroner a year earlier, when the profit
included a 1.4 billion kroner gain
from the sale of a stake in cancer-di-
agnostics company Dako AS. Sales
were up 5.2% to 11.11 billion kroner.
The world’s largest maker of insulin
by sales said it now expects the
year’s operating profit to grow be-
tween 22% and 25%, up from its pre-
vious forecast of slightly more than
20%. Citing strong market penetra-
tion of its key diabetics products,
Nordisk changed its outlook for sales
growth in local-currency terms to a
range of 11% to 13% from 10% to 13%.

Portugal Telecom SGPS SA

Portugal Telecom SGPS SA said
second-quarter net profit fell 55%,
as higher costs and a weak wireline
business canceled out the positive
effect of strong Brazilian opera-
tions. Portugal Telecom said net
profit was Œ113.1 million ($174.3 mil-
lion), down from Œ252.5 million a
year earlier. Revenue grew 12% to
Œ1.67 billion from Œ1.5 billion. The
company’s best-performing busi-
ness was Vivo Participacoes SA,
where revenue grew 29.1% to Œ766.9
million in the second quarter. Vivo
is Brazil’s largest cellphone com-
pany and is jointly owned by PT and
Spain’s Telefónica SA. Revenue
from domestic mobile operator
TMN grew 7.4% to Œ391.7 million,
but Portugal Telecom’s domestic
wireline revenue fell 3.6%.

Raiffeisen International

Austria-based Raiffeisen Inter-
national Bank-Holding AG, which fo-
cuses on central, eastern and south-
eastern Europe, posted a 49% rise in
second-quarter net profit. Earnings
increased to Œ311.3 million ($479.8
million) from Œ208.8 million a year
earlier, spurred by strong retail-
loan growth in the Commonwealth
of Independent States and a solid
performance in southeastern Eu-
rope. Net interest income was up
37% to Œ786.5 million from Œ573.8
million. Raiffeisen, the listed arm of
Austria’s Raiffeisen Zentralbank
Österreich AG, has largely steered
clear of the international market tur-
moil. Still,provisioning for impair-
ment losses was up 40%. The bank
nevertheless reiterated its full-year
forecast of about Œ1 billion in net
profit, up 19% from 2007.

Sanyo Electric Co.
Consumer-electronics maker

Sanyo Electric Co. said net profit
soared in its fiscal first quarter after
it sold its struggling mobile-phone
business as part of a long-running
restructuring program. Osaka, Ja-
pan-based Sanyo said net profit in
the quarter ended June 30 leapt to
28.25 billion yen ($257.3 million)
from 2.57 billion yen in the same pe-
riod a year earlier. But the compa-
ny’s operating profit slipped 24% to
five billion yen, reflecting the high
cost of raw materials and the
strength of the yen, which continue
to pose problems for Japan’s tech-
nology companies. The rise in mate-
rial costs hurt the operating profit
figure by three billion to four billion
yen, the company said. “Overall, it’s
not a bad start, but we need to stay
alert with economic conditions look-
ing uncertain,” said Executive Vice
President Koichi Maeda.

Standard Chartered PLC

U.K. lender weighs listing
on China A-share market

U.K.-based lender Standard
Chartered PLC said it is considering
listing on China’s A-share market, af-
ter the country relaxed foreign-ex-
change rules to allow domestic is-
sues by foreign firms. “Standard
Chartered has always been explor-
ing overseas listing opportunities.
But at this moment, we don’t have
an imminent plan to list shares in
China,” said Benjamin Fung, chief ex-
ecutive for the bank’s Hong Kong op-
eration. China’s currency regulator
introduced overhauls to its foreign-
exchange rules, in a bid to slow the
accumulation of foreign-exchange
reserves. The revised rules allow for-
eign companies to issue securities
in China, and also remove a require-
ment that Chinese companies bring
all of their foreign-exchange income
into the local banking system.

Tabcorp Holdings Ltd.

Tabcorp Holdings Ltd. booked a
full-year net loss of 164.6 million
Australian dollars (US$149.7 mil-
lion), after writing down the value
of its slot-machine license in Victo-
ria state and its wagering business.
However, underlying earnings were
broadly in line with expectations.
Normalized net profit, before non-
recurring items, was A$516.9 mil-
lion, up from A$450.4 million in net
profit a year ago, in line with fore-
casts. Tabcorp and Tatts Group Ltd.
suffered in April when the state gov-
ernment said both companies would
be stripped of their slot-machine li-
censes in 2012—ending a lucrative
duopoly. Tabcorp elected to write
off A$487.7 million against the
A$597 million book value of the
state license, with the rest to be am-
ortized at A$26.5 million a year until
the current license expires in 2012.

Veolia Environnement

France’s Veolia Environnement
said first-half net profit rose 1.5%
and it unveiled an action plan includ-
ing a Œ1.5 billion ($2.31 billion) asset-
disposal program. Veolia shares
rose 9.2% to Œ36.30 at Thursday’s
Paris closing. The world’s largest
water company by revenue said net
profit rose to Œ500.5 million, from
Œ493 million a year earlier. Earnings
before interest, taxes, depreciation
and amortization rose to Œ2.16 bil-
lion in the first half of 2008, from
Œ2.01 billion a year earlier. Revenue
jumped 17% to Œ18.09 billion,
boosted by acquisitions and new
projects and contracts. Earnings be-
fore interest and taxes came in at
Œ1.3 billion, from Œ1.27 billion a year
earlier. A Œ400 million cost-saving
program is planned for 2009-2010.

Virgin Media Inc.

U.K. television and telephony
company Virgin Media Inc. posted a
wider second-quarter net loss,
pulled down by a goodwill impair-
ment charge related to the compa-
ny’s mobile segment. Net loss was
£447.2 million ($870.7 million) com-
pared with a net loss of £119 million
a year earlier, while revenue fell
4.5% to £990.5 million. The com-
pany said a £366.2 million noncash
impairment charge for its mobile
segment, which recognized declin-
ing market multiples for compara-
ble companies, hit the bottom line.
Operating cash flow rose 5.7% to
£333 million from £315 million. Vir-
gin Media operates solely in the U.K.
where it has approximately 4.8 mil-
lion cable and high-speed Internet
customers. Warner Music Group Corp.

Warner Music Group Corp.’s fis-
cal-third-quarter net loss narrowed
despite continued struggles with the
consumer shift toward digital music.
The New York-based record com-
pany reported a net loss for the quar-
ter ended June 30 of $9 million, or
six cents a share, compared with a
year-ago net loss of $17 million, or 12
cents a share. Revenue rose 5.5% to
$848 million, but declined 1.1% in
constant currency. Domestic reve-
nue fell 6.5% while international rev-
enue rose 17%, or 3.6% on a constant-
currency basis. The company’s re-
corded-music business saw revenue
up 5.1% as strength in Europe offset
declines in the rest of the world.
Within the recorded-music segment,
digital revenue—which now makes
up 23% of segment revenue and 20%
of total revenue—jumped 39%.
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Japan Blend A JP EQ LUX 08/06 JPY 8458.00 –15.3 –26.2 –10.4
Japan Blend I JP EQ LUX 08/06 JPY 8606.00 –14.9 –25.6 –9.7
Japan Growth A JP EQ LUX 08/06 JPY 8303.00 –16.0 –26.9 –11.2
Japan Growth I JP EQ LUX 08/06 JPY 8448.00 –15.6 –26.3 –10.5
Japan Strat Value A JP EQ LUX 08/06 JPY 8616.00 –14.7 –25.8 –8.2
Japan Strat Value I JP EQ LUX 08/06 JPY 8746.00 –14.3 –25.2 NS
Real Estate Sec. A OT EQ LUX 08/06 USD 17.46 –12.5 –12.9 –9.1
Real Estate Sec. B OT EQ LUX 08/06 USD 16.19 –13.1 –13.8 –10.0
Real Estate Sec. I OT EQ LUX 08/06 USD 18.56 –12.0 –12.2 –8.4
Short Mat Dollar A US BD LUX 08/06 USD 7.59 –12.6 –13.8 –5.4
Short Mat Dollar A2 US BD LUX 08/06 USD 9.67 –12.6 –13.9 –5.4
Short Mat Dollar B US BD LUX 08/06 USD 7.59 –12.8 –14.2 –5.8
Short Mat Dollar B2 US BD LUX 08/06 USD 9.68 –12.9 –14.3 –5.8
Short Mat Dollar I US BD LUX 08/06 USD 7.59 –12.3 –13.3 –4.8
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Andfs. Anglaterra UK EQ AND 08/06 GBP 8.04 –15.1 –10.9 –3.2
Andfs. Borsa Global GL EQ AND 08/06 EUR 8.01 –16.3 –14.3 –2.6
Andfs. Emergents GL EQ AND 08/06 USD 17.77 –16.4 –3.9 14.8
Andfs. Espanya EU EQ AND 08/06 EUR 13.95 –21.0 –17.1 –0.5
Andfs. Estats Units US EQ AND 08/06 USD 17.54 –13.6 –6.8 1.3
Andfs. Europa EU EQ AND 08/06 EUR 8.91 –19.6 –17.7 –4.0
Andfs. Franca EU EQ AND 08/06 EUR 11.07 –21.3 –20.6 –7.5
Andfs. Japo JP EQ AND 08/06 JPY 649.98 –15.9 –25.0 –9.8
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Leading 10 Performers
FUND FUND LEGAL % Return in $US **
RATING NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

5 Horseman Horseman Capital EURiCayman Isl 22.72 41.61 42.17 33.30
Global Fund Ltd - EUR Management LP

NS Parus A Acc Parus Finance S.A. EURiIreland 9.15 41.26 33.77 28.15

4 HedgENERGY Moncrief USDiCayman Isl 21.10 34.29 14.52 NS
Master Fund LP Willingham Energy Advisers LP

5 Mandarim Mandarim BRLiBrazil 5.15 32.87 29.55 32.47
Advanced Multimercados investimentos

4 F&C Sapphire F&C Management Ltd EURiCayman Isl 13.63 32.71 26.87 NS
Fund Ltd

5 Argonaut Argonaut Capital USDiUnited States 20.16 32.62 38.44 29.16
Global Equities Partnership LP Management

5 Lansdowne Lansdowne Partners EURiCayman Isl 0.43 31.13 31.90 NS
Global Financials Fund EURO N Ltd

4 Essex Essex Investment USDiUnited States 7.43 30.87 21.12 NS
Natural Resources Fund LLC Management Company LLC

3 Dexia L/S Dexia Asset EURiIreland 14.46 29.94 16.95 11.53
Double Alpha C Acc Management

3 BlackRock BlackRock, Inc. USDiUnited States 17.60 29.80 13.90 29.67
Small Cap Energy Hedge Fund

Japan financials, increase
in Korea rates hurt markets

THE INTERNATIONAL INVESTOR

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

Rough waters for NOL
High fuel prices,
Hapag-Lloyd bid
make investors wary

FUND SCORECARD
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By Carlos Tejada

Neptune Orient Lines disap-
pointed investors Thursday with re-
sults and forecasts dented by high
fuel prices and a slumping environ-
ment for cargo. That could put in-
creasing scrutiny on its ambitious
plans to become one of the world’s
biggest cargo carriers.

The Singapore-based shipping
line has bid for German rival Hapag-

Lloyd, a deal that
would make it the
globe’s No. 3 cargo
line by volume. But
some investors and

analysts worry that national inter-
ests could prove as important as
business in determining whether it
happens—and at what price.

NOL hasn’t disclosed terms of its
initial bid for the unit of TUI, but me-
dia reports have put the figure at ev-
erything from just over $4 billion to
as much as $7 billion. The upper-
end figures have raised eyebrows
and led to some worries that NOL
could overpay. “I’m not going to be a
happy NOL shareholder if that hap-
pens,” says Lars Mohagen, a senior
portfolio manager at Odin Fund
Management, a shareholder in both
NOL and TUI. He says a price of
roughly $5 billion would be accept-
able, given NOL’s strong operating
track record and ability to find syn-
ergies.

Others say the price should be
even less. Vincent Fernando, an ana-
lyst with Citigroup who has a “sell”
rating on NOL shares, says the deal
begins to make sense only at $3 bil-
lion. “Personally, I would rather
they don’t do it at all,” he says. Citi-
group has worked with NOL on secu-
rities and other business in the past
year.

NOL declined to comment on
questions regarding the bid.

In a report last week, Lehman
Brothers also expressed concerns
that overpaying and the weakening
cargo environment could weigh on
NOL shares. “Although we believe
there are long-term benefits and
synergies from Hapag-Lloyd, we be-
lieve the bid may become a short-

term negative share-price driver,”
its analysts wrote.

On Thursday, after NOL an-
nounced lower second-quarter
profit, Lehman cut its price target
for NOL’s shares to 2.30 Singapore
dollars (US$1.66) from S$2.60. Leh-
man rates the company “equal
weight,” which means it is expected
to match the performance of its rele-
vant country index. NOL shares fell
8.7% to close at S$2.51.

For the quarter, NOL reported a
19% drop in net profit because of
higher operating costs and slower
container traffic, and the company
warned of tougher conditions for
the rest of the year. Industrywide,
conditions are expected to worsen:
Lehman expects freight rates to fall
4% next year before bouncing back.

The rough environment could
spawn more questions about a possi-
ble Hapag-Lloyd deal. After Thurs-
day’s results, “other shareholders
may say, ‘Why not preserve your
cash for a rainy day?’ ” says Geof-
frey Cheng, an analyst at Daiwa In-
stitute of Research in Hong Kong.

Many analysts see long-term ad-
vantages to a deal. Hapag-Lloyd has
a greater presence in the crowded
routes between Asia and Europe,
which is consuming more Asian-
made goods, while NOL is stronger
on trans-Pacific routes. A combina-
tion could also eliminate back-office
and other expenses.

Still, some analysts think there
could be strategic reasons for NOL
to pay a rich price. Among them:
NOL is controlled by state-owned in-
vestment company Temasek Hold-
ings, and the deal would enhance

Singapore’s role as a major Asian
cargo hub as well as meet NOL’s de-
sire to expand.

Singapore is the world’s largest
port by volume, according to
Drewry Shipping Consultants Ltd.
of the U.K., but the Chinese ports of
Shanghai and Shenzhen have been
growing at a faster rate this decade.
“The deal is more about Singapore’s
hold on large-container shipping,”
says Mr. Fernando, of Citigroup.

A Temasek spokesman declined
to comment for this article. In
March, the firm told U.S. officials it
doesn’t involve itself in the day-to-
day business or operations deci-
sions of its portfolio companies, and
said it conducts its relations with
them in accordance with best prac-
tices in corporate governance.

On the German side of a possible
deal with NOL, national interests
may also play a role. TUI faces politi-
cal pressure in Germany, where for-
eign purchases of local firms have
met resistance, and media reports
say a German investment group is a
second bidder. At the same time, a
dissident shareholder group is push-
ing TUI to get a separate listing in
Germany for Hapag-Lloyd.

A TUI spokesman declined to dis-
close details of the bidding process.
Last month, it said getting Hapag-
Lloyd listed would require repur-
chasing Œ2 billion ($3.1 billion) in
TUI bonds, weakening its credit
standing.

At issue is how to value Hapag-
Lloyd in the first place. As a unit of
TUI, it doesn’t carry a separate set
of full financial results. Setting a
deal price for NOL or other buyer
could be complicated by any land,
debt or other issues on either side of
the balance sheet.

Hapag-Lloyd is somewhat bigger
than NOL. The German company is
the world’s No. 5 cargo-shipping
line in terms of cargo capacity by
Lehman’s reckoning and data from
Information Service Containerisa-
tion International. Hapag-Lloyd
owns 138 ships with a total capacity
of 503,425 twenty-foot-equivalent
units, a container specification
known in the industry as TEUs. NOL,
the No. 7 shipping line, owns 124
ships under the APL name, with a ca-
pacity of 435,204 TEUs. Therefore,
say some analysts, NOL should pay a
similar proportion above its recent
US$2.82 billion market capitaliza-
tion.

By Chris Oliver

MARKETWATCH.COM

HONG KONG—Asian stocks
closed mostly lower Thursday, hurt
by financial shares in Japan and an in-
terest-rate increase in South Korea.

In Tokyo, the Nikkei Stock Aver-
age of 225 companies shed nearly

1% to 13124.99, a
day after the gov-
ernment down-
graded its view on
the economy. Bank-

ing giant Mitsubishi UFJ Financial
Group slid 3.9%, hurt by weaker af-
ter-hours results from U.S. blue-
chip insurer American Interna-
tional Group.

“Financials across the board are
looking quite vulnerable,” said Ben
Collett, head of hedge-fund trading
at Daiwa Securities SMBC.

But shares of oil-and-gas ex-
plorer Inpex Holdings jumped 6.3%
ahead of earnings on Friday.

South Korea’s Kospi index fell
0.9% to 1564.00. The Bank of Korea

Monetary Policy Committee noted
that the highest inflation rate in a
decade remains at the forefront of
its concerns even though economic
growth is decelerating.

“The [BOK] governor’s emphasis
on rising inflation risk seems to have
sparked worries that additional rate
hikes may be possible this year,”
which hurt investor sentiment, said
Park Suk-Hyun, an analyst at Eugene
Investment & Securities.

Concerns over falling domestic
consumption hurt banks and builders.
Kookmin Bank slid 2% while Woori Fi-
nance Holdings dropped 2.8%.

Singapore’s Straits Times Index
dropped 1.8% to 2834.71. Shipbuild-
ers continued to slide on worries
about slowing global economic
growth. Cosco was hit particularly
hard, falling 9.6% after it announced
the unexpected retirement of its presi-
dent and vice chairman, Ji Hai Sheng.
 —Soo-kyung Seo in Seoul

and Se Young Lee in Singapore
contributed to this article.

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.

Source: Thomson Reuters Datastream

Neptune Orient Lines
On the Singapore Stock Exchange
Thursday’s close: S$2.51, down 8.7%
52-week change: down 50%
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T
HE NUMBER of
U.S. workers fil-
ing new claims

for unemployment ben-
efits unexpectedly
rose last week to a six-
year high, as the re-
cent extension of job-
less benefits contin-
ued to draw new claim-

ants. The data suggest the outlook for labor markets
and consumer spending remains bleak as households
face high energy prices and falling home values.

Separately, the National Association of Realtors’
index for pending sales of existing homes increased
at a seasonally adjusted annual rate of 5.3% to 89.0
in June from a downwardly revised reading of 84.5
in May, the industry group said.

A
DEVICE ex-
ploded Thurs-
day on a beach

at a Russian resort
that will host the 2014
Winter Olympics, kill-
ing two people and
wounding at least
seven, officials said.

The blast occurred
in the southern city of Sochi when visitors touched
the device on the Black Sea resort beach, the regional
branch of Russia’s Interior Ministry said.

It said a man and a woman died on the spot and
three other visitors, including an 8-year-old child,
were wounded on the beach.

Local authorities said they evacuated visitors from
all Sochi beaches and checked for more explosives.
None were found. —Associated Press

New jobless claims rose
to six-year high last week

Pakistan’s Musharraf nears impeachment
Ruling parties allege
efforts to undermine
path to democracy
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T
HE European Union
and the United Nations
will be ready to link

their carbon-trading account-
ing systems by mid-October,
the European Commission
said.

Once the U.N. certificate
registry is linked with the
European one, companies
and countries will be able to
count the U.N. certificates as
credits within the European

emission-allowances system.
Under the Kyoto protocol to fight climate

change, countries that have an emission-reduction
target can earn sellable certified emission-reduction
credits, or CERs, by setting up CO2-cutting projects
in developing countries.  —Alessandro Torello

T HE LEADERS of Pakistan’s rul-
ing coalition said they will try
to impeach President Pervez

Musharraf, imperiling the position
of one of the U.S.’s closest allies in
the fight against terrorism and
threateningtocause even morepolit-
ical chaos in the South Asian nation.

The coalition leaders accused
Mr. Musharraf, who won another

five-year term in a controversial
election in November, of conspiring
to undermine the country’s transi-
tion to democracy. In a sign of the se-
riousness of the threat to his power,
Mr. Musharraf on Thursday can-
celed a trip to the opening cere-
mony of the Beijing Olympics just a
day after insisting he would go be-
cause of the special friendship be-
tween Pakistan and China. Pakistani
Prime Minister Yousaf Raza Gilani
will attend instead.

The declaration of impending im-
peachment proceedings was de-
signed to pressure Mr.
Musharraf to resign before
an impeachment vote. But
he has shown no sign of any
willingness to quit office.

“I will defeat those who
try to push me to the wall,”
he told his supporters. “If
they use their right to oust
me, I have the right to de-
fend myself.”

A showdown between
the president and the ruling
coalition might bring the
army back into politics—a
recurrent theme in Pakistan’s 61
years of independence. So far, the
army has stayed on the sidelines as
Mr. Musharraf relinquished his post
as army chief and Pakistan held dem-
ocratic elections in February that in-
stalled the ruling coalition.

In Washington, there was no
show of support for President
Musharraf, who was formerly

lauded by the U.S. as a key ally in
the war on terror.

“We have consistently said the in-
ternal politics of Pakistan is an issue
for the Pakistani people to decide.
Our expectation is that any action
will be consistent with the rule of
law and the Pakistani constitution,”
Gonzalo Gallegos, a U.S. State De-
partment spokesman, told report-
ers. “We’ll continue our close ties
with the democratically elected gov-
ernment of Pakistan.”

The State Department was fol-
lowing the situation closely, Mr. Gal-
legos said.

Any intervention from the army
would be a dangerous diversion of
attention from counter-terror ef-
forts in the country, said Marvin
Weinbaum, a former U.S. State De-
partment analyst on Afghanistan
and Pakistan.

“If the military acts suddenly its
eyes will be off the frontier; it’s one
more distraction from the coopera-
tion we need dealing with the insur-
gency,” he warned. However, the
U.S. was already well-prepared for a
transition in leadership, after forg-
ing new links with Pakistan’s ruling
coalition, Mr. Weinbaum said.

“All of our efforts are with this
government and the military,” he
said.” We’ve already moved on be-
yond Musharraf, we had to.”

The White House was aware of
the reports, an official said.

Declaration of the in-
tent to impeach followed
talks over three days be-
tween the two largest par-
ties in Parliament. The Paki-
stan People’s Party, the
party of assassinated
former Prime Minister
Benazir Bhutto, runs the
ruling coalition and is led
by her widower Asif Ali Zar-
dari. The second largest
party is the Pakistan Mus-
lim League (N), led by

former Prime Minister Nawaz
Sharif, whom Mr. Musharraf de-
posed in a 1999 bloodless coup. This
party has continued to support the
government in spite of earlier re-
moving its cabinet members over
disagreements with the PPP.

“Musharraf has brought Paki-
stan to a critical impasse,” Mr. Zard-
ari said at a joint news conference

with Mr. Sharif. “It is imperative for
us to move impeachment proceed-
ing against Gen. Musharraf.”

Mr. Zardari said Mr. Mushar-
raf’s ouster would clear the way for
Pakistan’s transition to genuine de-
mocracy. He said the approxi-
mately 60 judges removed by Mr.
Musharraf during brief emergency
rule in late 2007 also would be re-
stored immediately after the presi-
dent’s removal. “It is good news for
[the] future of democracy,” Mr. Zar-
dari said.

The twin issues of how to curtail
Mr. Musharraf's power and restore
the deposed judges have stymied
the four-month-old coalition gov-
ernment, which is struggling amid
a slowing economy, soaring infla-
tion, and a fierce Islamist insur-
gency. Thursday, hundreds of Tali-
ban militants attacked a checkpost
in a Pakistani tribal area bordering
Afghanistan, sparking fierce
clashes in which 10 soldiers and 25
rebels were killed.

Mr. Sharif said the impeachment
process would start “in the next few
days.” The coalition officials said a
charge sheet against the president is
being drawn up. Some analysts said
the proceedings may drag on for
weeks, fueling further political and
economic instability in the country.

Mr. Musharraf spent Thursday

consulting legal advisors and his po-
litical supporters. “He was very re-
laxed,” said Senator Mahmood Ali
Durrani, a former federal minister
for information and a Musharraf
supporter. A spokesman for Mr.
Musharraf didn’t return calls seek-
ing comment.

The ruling coalition claimed it
has the two-thirds majority in both
houses of Parliament required to re-
move the president. That
amounts to 295 votes in a
joint session of the upper
and lower houses that
would be convened to hear
the impeachment charges.

But the president’s sup-
porters said an impeach-
ment move was bound to
fail. “They certainly don’t
have the numbers,” said
Sheikh Rashid Ahmed, a
former federal minister.

The Mohajir Qaumi
Movement, a partner in the coali-
tion government in the southern
province of Sindh, also has declared
its support for the president.
Chaudhry Shujatta Hussain, presi-
dent of the Pakistan Muslim League
(Q), Mr. Musharraf’s chief support-
ers in Parliament and the largest op-
position party, also said that group
will oppose impeachment.

Even Makhdoom Amin Fahim, se-
nior vice chairman of the PPP, pub-
licly declared his opposition to im-
peachment. “The impeachment
move against the president will fur-
ther destabilize the country,” Mr. Fa-
him said in a statement Wednesday.

For his part, Mr. Musharraf, 65
years old, still retains the power as
president to dismiss the govern-
ment and the assembly. He has said
repeatedly he wouldn’t use it, al-
though speculation is rife that he
mighty. “It will be his last act if
Musharraf tries to dismiss the Par-
liament,” Mr. Sharif said.

The army, which Mr. Musharraf
headed for more than nine years,
might not come to his rescue. Top
commanders met in the garrison
town of Rawalpindi to review the in-
ternal and external security situa-
tion in the country. But no public
statement was issued. Some senior
defense analysts said the army may
not intervene—but wouldn’t allow
its former chief to be humiliated.

Christine Fair, a South Asia ex-
pert in Washington at Rand Corp.,
said the army may try to steer the
political parties away from an im-
peachment process if it risks tarring
Pakistan’s military.

“An impeachment process ulti-
mately will be about military dicta-
torships, and what military dictator-
ships do to the country,” she said.

Other observers said forcing the
issue with Mr. Musharraf
may ultimately help clear
the political air and free up
the government to tackle
its many other challenges
by bridging differences be-
tween the two largest par-
ties in Parliament. “This is
the stepping stone to solve
the other problems,” said
Shaukat Qadir, a political
analyst and retired briga-
dier general. “This
should’ve happened right

after the elections.”
Part of what might have pre-

vented Mr. Zardari from moving
sooner is an agreement brokered be-
tween his late wife, Ms. Bhutto, and
Mr. Musharraf.

The president worked to get cor-
ruption charges against Mr. Zardari
and Ms. Bhutto dropped, paving
their return to Pakistan from self-im-
posed exile last year. It is unclear
how impeachment will affect that
deal—and some observers suggest
Mr. Zardari might be consenting to
an impeachment vote that he knows
he may not win in order to keep the
coalition together.

“They are agreeing to a process
for impeachment, but I don’t know
if they have the votes,” Ms. Fair said.
“Politically, it’s clever.”

For much of his eight-plus years
in power, Mr. Musharraf enjoyed a
strong grip on the government,
thanks in part to a galloping econ-
omy and strong backing—as well as
huge amounts of aid—from the U.S.
During the past year, however, his
public support has shrunk dramati-
cally.

In a survey released last month,
the Washington-based Interna-
tional Republican Institute said Mr.
Musharraf’s job-approval rating
had plunged to 11% in June com-
pared with 60% two years ago.

Device explodes on beach
at Sochi resort, killing 2
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Tudor partners part ways
James Pallotta takes
stock-picking talents
to new hedge firm

52-WEEK PERFORMANCE
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Harvard prospers in a brutal year

By Jenny Strasburg

Hedge-fund pioneer Paul Tudor
Jones and veteran stock-picker
James Pallotta are splitting after 15
years together at Tudor Invest-
ment Corp.

A planned spinoff at year-end of
Tudor hedge funds overseen by

Mr. Pallotta will
mark the end of one
of the most success-
ful and well-known
hedge-fund duos in

history. Mr. Pallotta’s new, indepen-
dent firm in Boston will maintain
ties with Mr. Jones, the 53-year-old
billionaire trader who started Green-
wich, Conn.-based Tudor in 1980, ac-
cording to a letter sent to Tudor cli-
ents late Wednesday.

Tudor clients were told in the let-
ter to expect more information “on
Jim’s new business and on opera-
tional aspects of the transition as de-
cisions are made and as more de-
tails are available.” The letter was
signed by Mr. Jones, Mr. Pallotta
and Mark Dalton, who is Tudor’s
president.

Mr. Pallotta’s departure will affect
how Tudor manages an $18 billion-
fund empire. Since 1993, he has over-
seen stock investments at the firm.

About $7 billion is directly man-
aged by teams overseen by Mr. Pal-
lotta. That includes a stock fund
called Raptor, which has lost money
since last summer.

In recent months, Mr. Pallotta
has privately expressed frustration
about picking stocks in such volatile
markets. Compounding matters, he
has said, was the fact that nervous
investors could pull their money ev-
ery quarter, according to people fa-
miliar with his thinking.

Withdrawals can force hedge-
fund managers to unwind positions
at inopportune times, often causing
steeper losses and still
more withdrawals.

Mr. Jones, meanwhile,
has talked privately in re-
cent weeks about the possi-
bility of restructuring his
firm in a way that could re-
sult in a separation with Mr.
Pallotta, according to peo-
ple familiar with the discus-
sions.

Mr. Pallotta, 50 years
old, is based in Boston,
where he is part-owner of
the Celtics basketball
team. His responsibilities include
U.S. stock investments in Tudor’s
$11 billion BVI Global Fund, its big-
gest, which wagers on a range of
things including bonds, equities,
commodities and currencies.

Raptor peaked at about $9 bil-
lion in assets last year but has
shrunk to about $5 billion as bets
soured and investors pulled money.

Hurt by investments tied to energy
stocks, Raptor has lost about 8%
year-to-date, after losing about the
same amount during 2007.

Prior to 2007, Mr. Pallotta’s stock-
picking consistently helped Tudor
post some of the best returns in the
industry and made billions of dol-
lars for investors. Before its trou-
bles started last year, Raptor deliv-
ered about 19% annual returns, on
average, between 1993 and 2006.
BVI gained about 24% a year, on av-
erage, since 1986. Losses from stock
bets were a drag on BVI’s perform-
ance during 2007.

As Raptor struggled
amid last year’s market tur-
moil, investors asked to
pull $1.8 billion from the
fund in one withdrawal at
year-end. Earlier this year,
Mr. Pallotta put some
longer-term investments
into so-called side pockets,
which protects them from
having to be immediately
sold.

Mr. Pallotta will retain
control of Raptor, as well as
Tudor’s smaller Altar Rock

series of funds, and will continue to
manage a portion of Tudor’s BVI
fund. His new firm could expand
into private equity, according to the
Tudor letter. It is unclear what the
new firm will be called.

The spinoff of the Raptor fund
out of Tudor and into Mr. Pallotta’s
new firm will officially happen Jan.
1, Tudor told investors.

Why isn’t Freddie Mac
rushing to raise equity?

By Craig Karmin

And Gregory Zuckerman

Score another win for the Crim-
son.

With endowments and pension
funds struggling in a down market,
Harvard University’s endowment
notched a strong gain for the fiscal
year ending in June, up 7% to 9%, ac-
cording to people familiar with the
returns.

The endowment, worth $35 bil-
lion at the close of the 2007 fiscal
year, was boosted by investments in
commodities, Treasurys and some
strong hedge-fund performers. It
was below the endowment’s aver-
age annual return rate of 15% over
the previous decade.

But during a year when the
subprime crisis and plunging stock
markets caused many institutional
investors to deliver their worst per-
formance in six years, those returns
still put it at the top of its class.

“That would be easily the best
performer among the foundations
and endowments that we track,”
says Craig Tome, of Chicago’s North-
ern Trust, which collects endow-
ment and pension-fund perform-
ance data.

Mr. Tome noted that Harvard’s
returns would top any of the nearly
ninety endowments and founda-
tions that Northern Trust follows.
The group—with an average of $1 bil-
lion in assets—lost an average of
3.1% last fiscal year, and only one in
five notched positive returns. The
performance was even worse for
public and corporate pension funds,
which lost 4.3% and 5.1%, respec-
tively, according to Northern Trust.

It will be another month before
Harvard releases the final results,
which it guards carefully and is still
tabulating.

The endowment’s positive re-
turns came at a time when Harvard
Management Co., the company that
runs the endowment, has been in
flux. Mohamed El-Erian stepped
down as head of HMC in December
to return to California investment
firm Pacific Investment Manage-
ment Co., or Pimco, a unit of Allianz
SE.

Robert Kaplan, a former Gold-
man Sachs vice chairman, served
alongside Mr. El-Erian as interim
chief executive from October. He
was succeeded on July 1 by Jane
Mendillo, Wellesley College’s
former chief investment officer.

The managers took some strong
positions over the past year. In par-
ticular, the fund began the fiscal
year with 17% of its assets invested
in commodities, a portion of which
was in timber or farmland, accord-
ing to an HMC document. That’s an
unusually large position in commod-
ities for an institutional investor. A
spokesman wouldn’t say what the
fund’s position is now; in July, com-

modities slumped after months of
record gains.

Harvard’s performance offers a
vote of confidence in its investment
model, which includes use of both
outside and on-staff managers.
Most endowments place all their
money with outside managers.

It has not all been easy for the en-
dowment. One of Harvard’s outside
investments was in Sowood Capital
Management, a hedge fund founded
by former Harvard endowment man-
ager Jeffrey Larson. Harvard in-
vested $500 million in Mr. Larson’s
hedge fund when it launched in
2004, and by February 2007, the po-
sition was $975 million, according
to documents reviewed by The Wall
Street Journal. The endowment lost
about half that amount after So-
wood suffered losses and sold its
portfolio to Chicago-based hedge
fund Citadel Investment Group.

Those losses were countered by
outsize gains from some of the en-
dowment’s other hedge-fund invest-
ments.

For example, Convexity Capital,
a $10 billion fund run by Jack Meyer,
Harvard’s former top investment
manager, outperformed through op-
tion-related trades that tend to do
well when volatility rises in the mar-
ket. Mr. Meyer also scored gains an-
ticipating the subprime-debt mar-
ket implosion of the past year.

Harvard made an initial $500 mil-
lion investment in Convexity in Feb-
ruary 2006.

Another Harvard investment
that racked up even more profits
from the credit crisis: Seth Klarm-
an’s Baupost Group, a Boston-based
investment firm that rose more
than 52% last year, in part by buying
credit-default swaps, or insurance
protection, on residential mortgage-
backed securities and corporate
bonds.

HEDGE
FUNDS

Paul Tudor
Jones

By David Reilly

Investors contemplating Freddie
Mac’s sorry state could be forgiven
for humming the classic Elvis Presley
lyric, “A little less conversation, a lit-
tle more action, please.”

For all the mortgage giant’s talk
since May that it would raise $5.5 bil-
lion in additional capital, nothing has

happened. Instead,
Freddie’s balance
sheet has worsened.

It is now in the
unenviable position

of having negative equity attribut-
able to common shareholders of $1.2
billion, when calculated using gener-
ally accepted accounting principles.
So shareholders would wind up with
nothing if Freddie sold its assets and
paid down its debt.

Yet, the firm and Chief Executive
Richard Syron focus on measures of
regulatory capital. On that basis, Fred-
die had what it calls core capital of
about $37 billion at the end of the sec-
ond quarter.

But that is either blinding the firm
to its dire straits or serving as a fig
leaf for its refusal to bolster its bal-
ance sheet—something it can seem-
ingly get away with because of in-
creasingly explicit government back-
ing.

The firm said in Wednesday’s
quarterly release that it is committed
to raising the $5.5 billion, and possi-
bly more. Mr. Syron told investors
that Freddie is prepared “to go as
early as today” to raise the money but
wanted to wait for “a more propitious
time.”

A spokeswoman said the firm be-
lieves $5.5 billion in additional capital
will be sufficient.

To some, the delay may seem a de-
fense of the interests of existing share-
holders, who only stand to suffer if
Freddie sells stock at current de-
pressed levels. Even if that is the case,

Mr. Syron may be digging existing
shareholders into a deeper hole be-
cause the firm could ultimately be
forced to raise capital at even worse
prices.

This danger is highlighted by the
firm’s own forecasts. Freddie said
Wednesday, for example, that it was
increasing its expectation of national,
peak-to-trough, home-price declines
to 18% to 20% from a previous esti-
mate of 15%.

The firm also increased its reserve
for losses in its mortgage portfolio by
$2.8 billion, compared with a $1.2 bil-
lion increase in the first quarter. And
Freddie backed away from earlier pre-
dictions that such charges would
peak in 2008.

Much of Freddie’s hope that it can
wait stems from its assertion that
losses on certain mortgage-backed se-
curities are temporary. That looks in-
creasingly hard to justify.

Freddie did take a separate $1 bil-
lion charge related to these securi-
ties. But that is a drop in the bucket
given that the firm has $34 billion in
unrealized losses related to these se-
curities on a mark-to-market basis.

MONEY & INVESTING

HEARD ON
THE STREET

INVITATION TO TENDER
The Société Anonyme “Greek Organization of Football
Prognostics” (OPAP S.A.), announces an Open Invitation to
Tender for ��the selection of three (3) contractors, natural or
legal persons, who will assume the supply (procurement of
paper and printing) of a total of one billion five hundred
millions (1,500,000,000) coupons (new format) of KINO,
JOKER, LOTTO, PROTO, SUPER 3, EXTRA 5, PROPO
14 & 7 (Wednesday, Saturday, and Sunday) & PROPOGOAL
games”.

The awarding criterion for the selection of the contractors is
the lowest price, among those who meet the objective criteria
of the terms of the present tender.

Therefore, OPAP S.A. invites any interested natural or legal
person governed by public or private law, to submit a tender.

The closing date and time for submission of the relevant
tenders along with the supporting documents, as requested
in the relevant invitation, is September 8th , 2008 at 12:00.

For any further information, those interested may refer to
OPAP S.A., Logistics, Supplies and Assets Management
Department, 62, Kifissou Ave. – Peristeri – Postal Code
12132 – 2nd floor, tel. 0030 210 5798290, fax: 0030 210
5798433, during working days and hours.

MANAGER FOR LOGISTICS,
SUPPLIES & ASSETS MANAGEMENT

IOANNIS KOVEOS

20 FRIDAY - SUNDAY, AUGUST 8 - 10, 2008 T H E WA L L ST R E ET JOU R NA L .



Georgia’s president orders
cease-fire with separatists

By Raphael Pura

KUALA LUMPUR, Malaysia—Op-
position leader Anwar Ibrahim was
formally charged Thursday with
committing sodomy, an accusation
the politician called “treacherous
and malicious.”

Mr. Anwar, who heads an alliance
of opposition parties that is threat-
ening to topple Malaysia’s
National Front govern-
ment, pleaded not guilty in
a Kuala Lumpur court and
was freed on bail, as several
hundred supporters gath-
ered outside, restrained by
a large police contingent.
 Sodomy is illegal even be-
tween consenting adults in
this Muslim-majority na-
tion and punishable by as
long as 20 years in prison
and caning. Mr. Anwar was
charged under a section of the law
that covers consensual sex.

He contends the charge is de-
signed to destroy his political ca-
reer and thwart an increasingly
strong opposition movement from
undermining the National Front,
which has ruled Malaysia for more
than 50 years. Prime Minister Abdul-
lah Ahmad Badawi, other govern-
ment officials and the police have
all denied that the prosecution of
Mr. Anwar is politically motivated.

But many Malaysians as well as
domestic and international human-
rights groups are skeptical of the
government’s contention. “The Ma-
laysian government appears to be
manipulating the legal system to
shore up support for its continued
rule and undermine the opposi-
tion,” said Brad Adams, Asia direc-
tor at New York-based Human
Rights Watch. “This case is really
about preventing challenges to the
government’s rule.”

Much of the mistrust of the Malay-
sian government and its justice sys-
tem dates back a decade, when Mr.
Anwar, then the country’s deputy
prime minister, fell out politically
with then-Prime Minister Mahathir
Mohamad. Mr. Anwar was sacked
from the government in 1998,
charged with several counts of sod-
omy, tried, convicted and jailed—all

the while denying the charges. His
conviction was overturned by Malay-
sia’s highest court in 2004, after a
panel of judges ruled that Mr. An-
war’s trial was flawed by shoddy po-
lice and judicial procedures.

Thursday, government prosecu-
tors accused Mr. Anwar, 60 years
old, of sodomizing a 23-year-old
male aide, Saiful Bukhari Azlan, on

June 26 in a condominium
in Kuala Lumpur. Sankara
Nair, one of Mr. Anwar’s de-
fense lawyers, said “there
is no case,” adding that Mr.
Anwar has an unspecified
alibi for the alleged time of
the offense.

“This is a treacherous
and malicious accusation. I
am not guilty,” Mr. Anwar
said after the charge was
read in the courtroom
packed with opposition ac-

tivists. Riot police kept hundreds of
other supporters at bay outside the
courtroom, but there were no re-
ports of violence.

The alleged sodomy offense came
to light after Mr. Saiful made a police
complaint June 28. Although Mr. An-
war was charged under a legal provi-
sion that pertains to consensual sex,
Mr. Saiful hasn’t been charged.

Pending his trial, Mr. Anwar will
be free to contest a by-election Aug.
26 for a parliamentary seat. Should
he win election, as is widely ex-
pected, he would be eligible to be-
come Malaysia’s next prime minister
if his opposition alliance can muster
enough defectors from the National
Front to command a parliamentary
majority. Currently, the opposition is
30 seats short of a majority in the
222-member Malaysian Parliament.

If Mr. Anwar is eventually con-
victed, however, he would lose his
parliamentary seat and could be
barred from elected office for years.

The court ordered Mr. Anwar to
appear for a hearing Sept. 10 to fix a
trial date and to determine whether
the case should be transferred to a
higher court.

“This is clearly a political game,”
Mr. Anwar told reporters outside
the courtroom.
 —Celine Fernandez

contributed to this article.

Malaysia’s Anwar pleads
not guilty in sodomy case

By Yochi J. Dreazen

FORWARD OPERATING BASE
HAMMER, Iraq—Staff Sgt. Thomas
Keller’s suitcase has two locks and
is big enough—just barely—to hold
$960,000 in shrink-wrapped bricks
of newly printed $100 bills.

Nicknamed the “moneyman” by
his friends, his job consists of pick-
ing up hundreds of thousands of dol-
lars in cash and paying it out to the
1,200 young Iraqi men, mainly Sun-
nis, who work for his unit.

“Everybody says I should get a
handcuff and lock the suitcase to my
wrist,” said Sgt. Keller of the Bravo
Company of the Army’s 1-6 Infantry
Battalion. “It’s like being in a really
bad movie.”

The U.S. military was supposed to
be out of the employment business
by now. When it launched the Sons of
Iraq initiative last year, senior com-
manders expected the local security
personnel to be gradually hired into
the ranks of the Iraqi army and police.

But Iraq’s Shiite-dominated cen-
tral government has balked at the
idea of bringing so many young
Sunni men—including many one-
time militants—into the country’s
fledgling security forces. Less than
20% of the roughly 103,000 Sons of
Iraq had been given government
jobs as of early June. That has left
U.S. forces responsible for employ-
ing—and paying—the Iraqis.

That is where Sgt. Keller comes in.
Earlier this summer, he headed to

his military installation north of Bagh-
dad to withdraw the $960,000,
enough to pay three months’ salary
for hundreds of young Iraqis who hold
U.S.-funded local security and public-
works jobs in Jisr Diyala, the largest
city near his base. The Iraqis each

make between $240 and $600 a
month, a healthy salary in this region.

Sgt. Keller wound up in his new
job by accident. He arrived in Iraq in
March, a few weeks before the rest
of his unit, and the outgoing troops
needed someone to assume respon-
sibility for paying the Sons of Iraq in
the area. “I was the only one
around,” he said.

Back in his native Idaho, Sgt. Keller
had never seen more than a few hun-
dred dollars in cash at any one time. In
Iraq, he is regularly entrusted with
hundreds of thousands of dollars. If
any of the funds go missing, Sgt.
Keller has to make up the difference.

“The first time I went to draw
money, I was pacing around and
sweating, so one of the guys asked
me if I was OK with so much cash,”
he said. “I was like, ‘Definitely not.’ ”

Sgt. Keller keeps the money in a
safe that can be opened only by
him and his commander, Capt. Rus-
sell Wagner.

Baghdad’s reluctance to assume
responsibility for the Sons of Iraq
program and find local security jobs

for its members has angered many
U.S. officials, who credit the Sons of
Iraq with helping to pacify the coun-
try and curb extremist groups like al-
Qaeda in Iraq. A Pentagon report to
Congress in June said the “emer-
gence of the Sons of Iraq to help se-
cure local communities has been
one of the most significant develop-
ments in the past 18 months in Iraq.”
Capt. Wagner, Sgt. Keller’s boss, said
his unit “would have lost a lot more
soldiers” without the Sons of Iraq.

U.S. officials worry some Sons of
Iraq might rejoin the insurgency if
they don’t get a regular paycheck.

The uncertainty over the pro-
gram is forcing U.S. commanders to
look for creative ways to keep the
Iraqis employed. Sgt. Keller’s unit is
setting up a vocational school in
Jisr Diyala. Young Iraqis will spend
nine months learning to be carpen-
ters, plumbers, masons or electri-
cians, and get a monthly salary until
they graduate. The unit has also be-
gun making grants, typically be-
tween $500 and $2,000, to those set-
ting up or expanding a business.

The ‘moneyman’ in Iraq
U.S. staff sergeant
handles big bills
to compensate locals

U.S. convention protests shift tone

Anwar Ibrahim

ASSOCIATED PRESS

TBILISI, Georgia—Georgia’s
president is calling for his country’s
forces to cease fire in South Ossetia,
the separatist region where days of
sporadic clashes have raised fears
of full-scale war.

President Mikhail Saakashvili an-
nounced the order Thursday in a tele-
vision broadcast in which he also
called on South Ossetian separatist
leaders to enter talks on resolving
the conflict. He is also proposing
that Russia could become the guar-
antor of wide-ranging autonomy for
South Ossetia if the region remains
under Georgian control.

Russia has close ties with the sep-
aratist leadership, and Georgian offi-
cials have alleged that Moscow is
provoking the recent clashes. The
South Ossetian separatist govern-
ment said that the provincial capi-
tal, Tskhinvali, and nearby areas
came under heavy artillery and mor-

tar shelling from Georgian-con-
trolled territory overnight, wound-
ing at least 21 people, officials said.

But Georgian authorities said
they were forced to retaliate when
South Ossetian separatist forces
started firing on Georgian troops in
the area. Three Georgian soldiers
were wounded in the skirmishes,
said Temur Yakobashvili, Georgia’s
Cabinet minister in charge of sepa-
ratist matters.

Georgian and South Ossetian offi-
cials were scheduled to meet Thurs-
day to try to find a resolution, but
separatist officials said the meeting
was off because of the Georgian
shelling.

Eduard Kokoity, South Ossetia’s
separatist president, warned in com-
ments broadcast by Russia’s NTV
television that the province’s mili-
tary would drive Georgian forces
out of their firing positions near
Tskhinvali if the shelling continued.

Staff Sgt. Thomas Keller, right, and his commander, Capt. Russell Wagner, left, are
entrusted with paying out money to keep young Iraqis employed in local security jobs.
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By Stephanie Simon

DENVER—Local law enforcement
is preparing for the worst at the Dem-
ocratic National Convention, spend-
ing millions on crowd-control gear
and bringing in hundreds of extra of-
ficers to back up the military and Se-
cret Service.

Militant rhetoric from a few ac-
tivists early on raised alarms that
the city could see a chaotic replay of
the 1968 Democratic convention,
when antiwar protesters clashed
with police in a swirl of tear gas in
downtown Chicago.

But lately, leading radicals, anar-
chists and leftist firebrands have
taken a decidedly lighter approach.
When the Denver City Council this
week banned possession of noxious
substances for fear demonstrators
might resort to hurling urine or fe-
ces, activists responded with a “Non-
poo-liferation treaty.”

“We don’t want to be quite so in-
timidating,” says Jojo Pease, an or-
ganizer with Students for a Demo-
cratic Society.

The shift in tone extends to pro-
test planning. Suddenly, the usual
sweaty marches, propelled by raised
fists and red-faced shouts, seem so
very old school. The new mantras:
Have fun! Hang loose!

Activists are bringing in puppets,

kites, pompoms, a 21-foot-tall
blow-up Statue of Liberty. They plan
pot-and-pan percussion bands, clown
shows and rolling dance parties with
deejays on bikes. The most militant
group, Recreate 68, has dropped its
original logo—a clenched fist—in fa-
vor of a groovy Volkswagen bus.

“People are tired of being mad,”
says activist Glenn Spagnuolo, an or-
ganizer with Recreate 68.

Denver police say they’ve built
good relationships with key groups.
They’re taking advantage of a $50
million federal grant to shore up se-
curity, but expect largely peaceful
crowds when the convention kicks
off on Aug. 25.

Protest-as-street-theater has a
venerable tradition in America. Ab-
bie Hoffman and his Yippies played
it to the hilt in the 1960s with flow-
ers in gun barrels and an effort to
levitate the Pentagon.

Political conventions have drawn
some of the most flamboyant stunts.
At the 1932 gathering to nominate
Franklin Roosevelt, anti-Prohibition
forces packed the balcony, where ra-
dio microphones had been placed.
For four hours, listeners heard noth-
ing but: “We want beer!” according
to R. Craig Sautter, author of several
books on convention history. At the
1940 Republican Convention, Wen-
dell Willkie loyalists all but buried

delegates with a million telegrams
dispatched to the convention floor.
But after the 1968 clash, political sci-
entists say, the sense of fun drained
out of many demonstrations.

That began to change in the early
part of this decade, as new groups
like CodePink and Billionaires for
Bush began using theatrics and hu-
mor to grab media attention and re-
cruit a new generation of activists.
The convention here may mark the
full blossoming of that trend.

That’s not to say angrier protest-
ers won’t be in evidence. And there
will be big, traditional, fist-pump-
ing antiwar marches both in Denver
and at the Republican gathering, in
St. Paul, Minn. But as wary groups
distanced themselves from the mili-
tant rhetoric voiced earlier this
year, they changed the tone—and
brought some of the die-hard ele-
ments around.

A posse of clowns will roam the
city, poking fun at pompous politi-
cians. “Radical cheerleaders” will
perform stunts while sis-boom-bah-
ing about free trade. Guerrilla garden-
ers will plant flowers on scruffy lots
to call attention to Mother Earth.

And in an ode to the Yippies’ fa-
mous prank, Recreate 68 will at-
tempt to levitate the Denver Mint “to
shake out all the money,” says Mr.
Spagnuolo.
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By Dana Cimilluca

J.P. Morgan Cazenove won’t
be mining much in the way of
fees from Xstrata’s possible $10
billion purchase of Lonmin, the
London-listed platinum pro-
ducer, thanks to a business that
is supposed to help it win such
roles.

Corporate broking is
a 100-plus-year-old
quirk of the City invest-
ment-banking scene.
Companies here hire
corporate brokers to act
as their eyes and ears in
the marketplace and
keep them in touch with
their shareholders’
needs and desires.

J.P. Morgan Cazen-
ove is the biggest game
in town when it comes
to corporate broking. The joint
venture between J.P. Morgan
Chase and Cazenove Group, a
185-year-old firm, counts more
of the largest U.K. companies as
clients than any other firm.

Compared with other bank-
ing businesses, corporate brok-
ing isn’t particularly lucrative.
But investment banks see it as a
valuable entry point into the
world of merger advisory; often
a company turns to its corporate
brokers when it wants advice on
deals, and everyone knows how
fat the fees are for that kind of
work.

Sometimes, however, it can
do just the opposite, as the case
of Xstrata’s surprise bid for Lon-
min this week may show. Caz is

one of Lonmin’s corporate bro-
kers, although it isn’t advising
the company this time. Because
the bank has a policy against ad-
vising an unfriendly bidder
when it is the broker for the tar-
get, it would have been pre-
cluded from advising Xstrata,
given that this approach is any-
thing but friendly. (Lonmin re-
jected it.) In unveiling the deal,
Xstrata harshly criticized Lon-
min executives’ management of
the company and simulta-
neously bought more than 10% of
the company for good measure.

Had it not been Lonmin’s bro-
ker, Caz would have had a good

shot at a role advising
Xstrata on the deal. Not
only does it do corpo-
rate broking for Xstrata,
it advised the company
this year on its unsuc-
cessful effort to merge
with Vale do Rio Doce,
the Brazilian mining gi-
ant, in what could have
been a $90 billion deal.

Ian Hannam, the
prominent Caz banker,
was hobnobbing with

Xstrata chief Mick Davis at a
meeting Wednesday to discuss
the deal with investors. (Mr. Han-
nam was officially there in his ca-
pacity as Xstrata’s corporate bro-
ker, as the company also re-
ported earnings the same day.)

It isn’t the first time corpo-
rate broking has proved a costly
enterprise for the firm. In 2006,
J.P. Morgan was forced to give up
a role advising Nasdaq Stock
Market on its unsolicited bid for
London Stock Exchange because
the firm also was broker to LSE.
Lucky perhaps for the firm, LSE
ultimately fended off Nasdaq.
Caz brokers now have an extra in-
centive to help Lonmin do the
same with Xstrata.

Caz misses out
on Xstrata bid
Work for Lonmin means

corporate broker won’t try

for lucrative advisory role

Citigroup will buy back auction-rate debt
Deal for investments
valued at $7.5 billion
could begin a trend

Send comments to cityletter@wsj.com

LETTER FROM THE CITY
News and insights from London’s financial center

By Amir Efrati,

Kara Scannell

And Liz Rappaport

After late-night talks with state
and federal regulators in the U.S.,
Citigroup Inc. has agreed to buy out
the auction-rate securities it sold to
individuals, charities and small
businesses.

The deal, involving about $7.5 bil-
lion in securities, is likely to pave
the way for other Wall Street firms
under government scrutiny to take
similar measures to return money
to investors who are stuck with
more than $200 billion of those se-
curities.

The agreement, reached with
New York Attorney General Andrew
Cuomo, also calls for Citigroup to
pay $100 million in civil penalties,
with $50 million going to the state
of New York and $50 million going
to the North American Securities
Administrators Association.

Auction-rate securities, typi-

cally issued by municipalities, stu-
dent-loan companies and other fi-
nancial institutions, are long-term
securities with short-term fea-
tures. The interest rates reset at
weekly or monthly auctions run by
Wall Street firms.

Under the agreement, Citigroup,
one of the largest underwriters of
auction-rate securities before the
market dried up in February, will
buy back securities held by most of
its retail customers, including
those it sold to charities and small
businesses with $10 million or less
in assets, a person familiar with the
agreement said.

The U.S. Securities and Ex-
change Commission won’t fine Citi-
group upfront but will have the abil-
ity to sanction the firm if, at the end
of 2009, the agency believes Citi-
group didn’t do enough to help insti-
tutional investors with their liquid-
ity issues, a person familiar with
the matter said.

The bank’s agreement with the
SEC calls for it to use its “best ef-
forts” to liquidate all of the roughly
$12 billion of auction-rate securi-
ties it sold to retirement plans and
institutional investors by the end of
2009.

The settlement with Citigroup,

which hasn’t been charged by regu-
lators, will make many of its custom-
ers whole by purchasing the auc-
tion-rate securities at par value, or
the price the customers paid for
them.

While many of the securities is-
sued by municipalities have kept
their value, some student-loan-is-
sued auction-rate securities and
those tied to mortgage securities
have dropped in value—some to as
little as 10 cents on the dollar. Of the
public companies that hold auction-
rate securities, more than half have
taken write-downs on their hold-

ings. The average impairment is
12%, according to Pluris Valuation
Advisors LLC, a firm that values il-
liquid securities.

For many years, auction-rate se-
curities were marketed to investors
as a safe place to store cash at inter-
est rates higher than stable money-
market funds. The auction-rate mar-
ket once topped $330 billion but col-
lapsed in February amid the credit
crunch, as new buyers dried up and
auctions for the securities failed af-
ter Wall Street firms stopped prop-
ping them up. That left thousands
of investors with securities they
couldn’t easily sell, and some inves-
tors also registered losses on the se-
curities they held.

State regulators have already
charged UBS AG and Merrill Lynch
& Co. with civil fraud for allegedly
pushing auction-rate securities
with misleading sales tactics, even
as the market for those securities
was falling apart and while Wall
Street firms themselves were work-
ing to sell their own inventories.
The firms deny wrongdoing.

Citigroup’s retail clients hold at
least $5 billion in auction-rate secu-
rities, while Merrill Lynch’s retail in-
vestors hold about $7 billion, say
people familiar with the firms.
UBS’s clients hold a total of $24 bil-
lion in auction-rate securities.

Talks between Citigroup and reg-
ulators intensified after Mr. Cuomo,
who began an investigation into the
auction-rate market several
months ago, last week threatened
to sue Citigroup for alleged fraud in

the marketing and sales of auction-
rate securities.

Mr. Cuomo’s office said the firm
wrongly told customers the securi-
ties were safe, liquid and cash-
equivalent. It added that the firm
failed to tell investors that from Au-
gust 2007 until earlier this year, the
market was kept afloat primarily be-
cause the bank placed bids in auc-
tions for the securities.

Thursday’s “settlement sends a
resounding message to the entire
auction-rate-securities industry:
This type of deceptive behavior will
not be tolerated and we will ac-
tively seek justice on behalf of inves-
tors in auction-rate securities,” Mr.
Cuomo said in a statement.

Without admitting or denying
wrongdoing, Citigroup said, “We re-
main committed to continuing our
work on initiatives that will secure
the best and fastest route to provid-
ing liquidity to our clients.”

Citigroup already is wrestling
with other problems. The firm has
taken a total of $40 billion in write-
downs tied to complex mortgage-
linked securities and loans, among
other things.

Separately, Morgan Stanley has
agreed to pay $1.5 million in settle-
ment with the Massachusetts attor-
ney general over auction-rate secu-
rities, state officials said. Morgan
Stanley allegedly marketed auction-
rate securities to Massachusetts
municipalities as safe investments
 —Jennifer Levitz, Chad Bray

and Judith Burns
contributed to this article.

Mick Davis

MONEY & INVESTING

Auction rate progress
Wall Street firms are in various 
stages of settling with clients.

n Citigroup: Reached settlement 
with New York Attorney General 
Andrew Cuomo and the Securities
and Exchange Commission;
agreed to pay $100 million in 
fines and buy back about $7.5
billion in securities

n UBS: In talks with Mr. Cuomo and 
SEC; agreed to pay $41.3 million
to resolve deception allegations 
by Massachusetts attorney
general; agreed to buy back $3.5
billion in auction-rate securities
from its customers

n HSBC: Securities unit has offered 
to buy most of its clients' stakes 
in auction-rate securities at full 
value

Registrations for the European Business Awards 2009 are now open.
Companies of any size representing all sectors and all countries of the
European Union are invited to compete for Europe’s top business accolade.

REGISTER NOW!
The Awards Categories are:

The Business of the Year Award
The Business Leader of the Year Award
The RSM International Entrepreneur of the Year Award
The Business Innovation of the Year Award
The Atradius Growth Strategy of the Year Award
The Award for Customer Focus
The Award for Corporate Sustainability
The Award for ICT Effectiveness
The Employer of theYear Award
The Environmental Awareness Award
The Marketing Strategy of theYear

NEED MORE INFORMATION?
Contact our EntriesTeam on +44 (0) 207 234 3535 or Email info@businessawardseurope.com
or to download a Registration Form visit our website www.businessawardseurope.com

RECOGNISING EXCELLENCE, INNOVATION AND BEST PRACTICE IN EUROPE

Every successful business has
something to shout about..

Proudly Sponsored by:

European Media Partner:

Important dates to remember…
1 May 2008 – Open for Entries
31 October 2008 – Entries Close
27 November 2008 – Ruban d’Honneur announcements
27 January - 6 February 2009 – Presentations to Judging panels
7 April 2009 – Awards Ceremony
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