
U.S. Treasury Secretary Paul-
son is said to be insisting that
any potential government res-
cue plan of Fannie Mae and
Freddie Mac not benefit their
holders. At the heart of the
near-panic rocking the compa-
nies is a vicious cycle gripping
the housing market. Pages 1, 13

n A new jet-engine war took
off at the Farnborough Air
Show as GE and Pratt & Whit-
ney touted rival technologies
for better fuel efficiency. Page 1
n A high-tech fighter built by
Lockheed Martin may have lim-
ited prospects as the Pentagon
looks to weapons designed for
assisting ground troops. Page 2
n Bombardier plans to begin
building its CSeries jet, after
receiving a nonbinding letter of
intent for 60 planes from Deut-
sche Lufthansa. Page 4
n EADS executives criticized a
French investigation into sus-
pected insider trading. Page 2

n Yahoo rejected a new offer
from Microsoft and Icahn to split
the company and give its search
business to Microsoft. Page 3

n Credit Mutuel agreed to buy
Citigroup’s German retail opera-
tions for $7.7 billion, outbid-
ding Deutsche Bank. Page 19

n Fears that the Fed has run
out of ammunition to support
the stock market is beginning
to worry investors. Page 21

n Spain decided against issu-
ing a 15-year bond as borrow-
ing costs rise for governments
seen as vulnerable to an eco-
nomic slowdown. Page 8

n Fortis chief Votron will de-
part, as the bank joins others
in replacing leadership during
the credit crisis. Page 5

n Regulators seized mortgage
specialist IndyMac Bank, mark-
ing the third-largest bank fail-
ure in U.S. history. Page 5

n National Australia Bank is
in preliminary talks to buy the
Australia and New Zealand
arms of ABN Amro. Page 19

GE, Pratt tout
fuel efficiency
of jet engines

Forty-three nations, including
Arab states and Israel, agreed in
Paris to work for a Middle East
free of weapons of mass destruc-
tion in launching a Union for
the Mediterranean aimed at se-
curing peace across the region.
Syria’s indirect peace talks with
Israel and backing of a unity gov-
ernment in Lebanon are helping
to rehabilitate its image. Page 7

n The U.S.’s top military chief
made an unannounced visit to
press Pakistan’s leaders to crack
down on militants destabilizing
Pakistan and Afghanistan. Page 8

n The chief prosecutor of the
International Criminal Court is
expected Monday to charge
Sudan’s president, Omar al-
Bashir, with war crimes related
to the Darfur region. Page 8

n A French court denied citi-
zenship to a Moroccan woman
on the grounds that she prac-
tices a radical form of Islam
that prevented her from assimi-
lating French culture. Page 8

n North Korea agreed to dis-
able its main atomic reactor by
Oct. 31 and allow international
inspections to verify its nuclear
disarmament, in a deal reached
in six-nation talks in Beijing.

n The EU raised concerns over
Iran’s missile tests and stepped
up calls for Tehran to suspend
uranium enrichment. Page 8

n France said that if Sarkozy
meets the Dalai Lama in August,
it would be as a religious leader,
not head of state, but the French
president will receive the pope
in September as head of state.

n A Dutch woman died from
Marburg fever, a rare Ebola-like
virus she is thought to have
caught from bats while touring
caves in Uganda. No one else so
far has reported symptoms.

n About 13,000 Japanese ral-
lied near the port of Yokosuka
against the planned permanent
basing of the U.S. nuclear-pow-
ered carrier George Washington.

n Pope Benedict XVI raised ex-
pectations he will apologize di-
rectly to victims of past sexual
abuse by clergy as he arrived in
Australia for a nine-day visit.

n Died: Dr. Michael DeBakey,
99, pioneering heart surgeon
and inventor of heart devices,
of natural causes in Houston.

Paulson rejects helping
Fannie, Freddie holders

By Michael Corkery

And James R. Hagerty

At the heart of the near-panic
rocking Fannie Mae and Freddie
Mac is a vicious cycle gripping the
U.S. housing market.

It starts with the oversupply of
homes, which is causing prices to
plummet. Falling prices are leading
to more foreclosures, as homeown-

ers have difficulty
refinancing their
mortgages or sell-
ing their houses.
Banks are reluctant

to lend freely at a time when home
values keep sinking and defaults
keep rising. That is crimping hous-
ing demand further and leading to
more price drops and defaults.

This phenomenon—which some
economists call a “negative feed-
back loop”—began with subprime
borrowers but has gone well beyond
the small segment of borrowers
with poor credit. It is now spreading
to the much-larger market of prime
borrowers, which forms the bread
and butter of Fannie’s and Freddie’s
mortgage assets.

Actual credit-related losses at
Please turn to page 14
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By J. Lynn Lunsford

And Daniel Michaels

LONDON—Once every 20 years
or so, the companies that make jet
engines battle it out for a chance to
power the next generation of single-
aisle airplanes. At the Farnborough
International Airshow here Sunday,
the next great engine war got under
way, with fuel efficiency as the pri-
mary battleground and billions of
dollars worth of business at stake.

General Electric Co. unveiled
plans to develop a family of engine

cores that it said would vault it
ahead of United Technologies
Corp.’s Pratt & Whitney, which has a
two-year head start on a novel en-
gine that promises to burn 12% less
fuel than today’s most-efficient en-
gines.

GE, which is working with
French partner Safran SA, said its
engine will contain fewer moving

Please turn to back page

By Deborah Solomon,

James R. Hagerty

And Serena Ng

As the crisis worsens for mort-
gage giants Fannie Mae and Fred-
die Mac, U.S. Treasury Secretary
Henry Paulson is insisting that any
potential government rescue plan
not benefit the companies’ share-
holders, according to people famil-
iar with the matter.

The two stockholder-owned, gov-
ernment-sponsored companies,
whose operations are vital to the
functioning of the U.S. housing mar-
ket, faced a severe crisis of confi-
dence after a week in which their
stocks each lost nearly half their
value. On Friday, Freddie Mac fin-
ished the day at $7.75 a share, and
Fannie Mae at $10.25.

The discussions at Treasury high-
light the dilemma created by the fi-
nancial crisis gripping the U.S.:
Some institutions are considered
too big to fail, but propping them up

could erode the market’s incentive
to properly judge risk by offering in-
vestors a false sense of security.

The Treasury was expected Sun-
day to make a statement supportive
of the two companies, according to
people familiar with the matter. The
exact language couldn’t be learned
but it was expected to be a state-
ment of facts designed to reassure
markets, people familiar with the
matter said.

After a week of near panic
among shareholders of the two com-
panies—and a stomach-churning
day on Wall Street Friday—the next
big test will come Monday when
Freddie Mac is due to sell $3 billion
of short-term debt. An unsuccessful
sale could be a major blow to inves-
tor confidence. If the administra-
tion were to intervene, it could do so
before markets opened that day, ac-
cording to a person familiar with
the deliberations.

The companies’ weakened state

THE
OUTLOOK

Cycle of pain in housing,
finance, ensnares market
Foreclosed properties
weigh down prices;
sentiment is critical

Good news from Iran
Dissident Ahmad Batebi es-
capes his torturers to the U.S.
Review & Outlook. Page 9
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A wild ride
The share prices for Fannie Mae and Freddie Mac seesawed last week.

Source: WSJ Market Data Group
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Freddie 
Mac

Will Betancourt seek
Colombian presidency?
ECONOMY & POLITICS | PAGE 7

Western oil firms accept
onerous gas deal in Russia
CORPORATE NEWS | PAGE 4

Catch-22
High-tech jet symbolizes internal
tensions in the U.S. military ...... 2

Money & Investing > Page 21

Please turn to page 12

Markets
NET PCT

MARKET CLOSE CHG CHG

DJIA 11100.54 -128.48 -1.14
Nasdaq 2239.08 -18.77 -0.83
DJ Stoxx 600 270.36 -7.59 -2.73
FTSE 100 5261.6 -145.2 -2.69
DAX 6153.30 -151.70 -2.41
CAC 40 4100.64 -130.92 -3.09

Euro $1.5909+0.0116 +0.73
Nymex crude $145.08 +3.43 +2.42

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

GE’s net falls on consumer units
Heavy equipment,
health care are solid;
world markets robust

parts than Pratt & Whitney’s, and
will deliver equal or better perform-
ance. “We’ve been pretty quiet for
the last couple of years, but we’ve
been doing plenty of work in se-
cret,” GE Aviation President David
Joyce said in an interview. “So be it.
Game on.”

The GE partnership said the en-
gine could be ready for delivery in
2016. Pratt & Whitney, meanwhile,
hopes to have its engine completed
by 2013.

Pratt & Whitney President Steve
Finger said he welcomed the competi-
tion. “We have a real engine that is
flying today that customers can or-
der, not just a paper promise,” he
said. “I like where we are.”

With oil prices already $60 a bar-
rel above nightmare levels for air-
line executives, the stakes are huge.
Airlines are pressuring both Boeing
Co. and Airbus to develop more fuel-
efficient models to replace their ag-
ing single-aisle 737 and A320 prod-
uct lines.

But the jet makers, which have
thousands of orders for those
planes still on their books, say they
won’t pull the trigger until the en-
gine companies develop models
that can deliver at least double-
digit improvements. Their best esti-
mate is that the next new single-
aisle workhorse won’t be ready un-
til 2016 or 2018.

Scott Carson, president of Boe-
ing’s Commercial Airplanes unit,
said the Chicago aerospace com-
pany is “very encouraged” by the
progress at each of the engine com-
panies, but he cautioned that all of
the concepts carry “significant tech-
nical challenges that must be
worked through” before Boeing de-
cides to take the next step. John
Leahy, Airbus’s chief operating of-
ficer for customers agreed: “We’re
waiting for the engine guys to wow
us,” he said.

Carriers in the U.S. and elsewhere
have said they want to replace their
aging fleets with the next generation
of planes rather than the current
models. “We tell Airbus and Boeing:

‘Hurry up, we are ready to buy it’…
Most of their analyses on whether to
build a new model were done when
oil was $50 a barrel. At $140 per bar-
rel, the case might be better than at
$50,” said Pierre-Henri Gourgeon,
CEO of Air France-KLM SA.

The other major aircraft engine
maker is Great Britain’s Rolls-Royce
PLC. All three companies hope to
claim market dominance for the next
30 years or so, and are expected to
stretch the limits of technology in the
new engines.

It is no simple task, because de-
veloping a fuel-efficient engine re-
quires the use of exotic alloys and ce-
ramic coatings to cope with internal
engine temperatures that would oth-
erwise be past the melting point of
untreated metal components.

The engine makers will spend
well over $1 billion to develop their
engines, but the payoff could be
worth tens of billions of dollars. Dur-
ing the 1980s, Pratt & Whitney de-
cided to pass on the chance to build
a new engine for the Boeing 737,
leaving the field open to the GE-
French partnership known as CFM
International. It turned out to be
one of the most colossal mistakes in
aviation. Airlines have since bought

more than 16,000 CFM engines, re-
sulting in billions of dollars in reve-
nue, much of it through the sale of
high-margin spare parts and over-
hauls. The engines are also on the
Airbus A320, which is the direct
competitor to the 737.

The stakes are high because it is
unlikely that all three engine mak-
ers will provide engines for the new
planes. Airlines prefer at least two
choices on each jet model, to keep
prices down; but three-way competi-
tions in the past have resulted in ra-
zor-thin or non-existent profits for
the engine makers.

The next generation of engines
also may look radically different
from those used today. One solution
that GE and Rolls are exploring sepa-
rately is an engine that would have a
double row of propellers spinning at
the back end, with no protective cov-
ering. Such an engine would be nois-
ier and significantly slower than to-
day’s planes, but it would also save
up to 24% in fuel consumption. A key
hurdle would be building the propel-
lers in such a way that they can’t
fail, because a malfunction could re-
sult in a blade slicing off the tail.

Pratt had hoped to get a head
start in the new engine race by pro-

moting an engine called the Geared
Turbo Fan. It uses a beefy gearbox
at the front of the engine to allow
the various fans and compressors to
turn at different speeds for greater
efficiency and lower noise.

But the airlines and even the jet
manufacturers have been wary of
this solution because they are con-
cerned that the gear box will require
more maintenance and could make
the engine prone to mechanical
breakdowns. In the past few months,
Pratt has been winning converts, se-
curing spots on both a new Mitsub-
ishi regional jet and Bombardier’s
CSeries regional jet, which was offi-
cially launched on Sunday with a ten-
tative order of 60 airplanes from
Deutsche Lufthansa AG.

Hoping to build momentum,
Pratt put its first Geared Turbo
Fan engine on a 747 and flew it for
the first time on Friday, reporting
no glitches. Mr. Finger, Pratt’s
president, said the company be-
lieves its gearbox is the right solu-
tion because it allows engineers to
design each part of the engine to
run at its peak efficiency with no
compromises.

Pratt has been working on the
gear technology for almost 20
years, investing almost $1 billion so
far, he said. Mr. Finger said that in
addition to the fuel and emissions
savings, Pratt’s new engine will cut
noise by a factor of two and reduce
maintenance by 40% because it will
have fewer moving parts through-
out the engine.

GE is hoping that its position as
the incumbent will give it a leg up
with the customers. “Our engine
will be simpler, more efficient, and
we’ve proven to our customers that
we know how to take care of them,”
said Mr. Joyce, the GE Aviation presi-
dent.

Mr. Joyce said the new engine
core will initially be designed to run
like a conventional jet engine. But it
will also be capable of handling the
counter-rotating propellers at the
rear, should the industry overcome
the challenges associated with that
technology.

Continued from first page

By Bob Sechler

General Electric Co. posted a
5.8% drop in second-quarter net in-
come but eased investor concerns
about its disappointing first-quar-
ter results, with its shares rising
slightly amid the market selloff.

Strong sales of heavy equipment
and rebounds in its real-estate and
health-care units helped the U.S.
conglomerate offset weakness in its
consumer-focused units. GE reaf-
firmed its reduced financial fore-
cast for the year but said the current
quarter might not meet analyst ex-
pectations.

“Given the anxiety in the mar-
ket,” GE’s results were “welcome
news,” said Deane Dray, analyst for
Goldman Sachs.

Chairman and Chief Executive
Jeffrey Immelt called the results “a
solid performance in a tough envi-
ronment.” He said GE continues to
expand strongly outside the U.S.,

where sales accounted for 53% of
revenue. “Global markets are ro-
bust; we don’t see any signs of a
slowdown,” he told investors in a
conference call.

By contrast, Mr. Immelt said U.S.
consumers are “burdened,” contrib-
uting to rising delinquency rates in
GE’s consumer-finance unit.

GE reported net income of $5.07
billion, or 51 cents a share, down
from $5.38 billion, or 52 cents a
share, a year earlier. Earnings from
continuing operations were 54 cents
ashare,flat with theprior year. Reve-
nue rose 11% to $46.89 billion.

For the current quarter, GE fore-
cast earnings of 50 cents to 54 cents
a share; analysts had been expect-
ing 54 cents.

In Friday composite trading on
the New York Stock Exchange, GE
shares rose two cents to $27.66.

Earlier Friday, GE said it agreed
to sell its Japanese consumer-fi-
nance businesses to Japan’s Shinsei
Bank Ltd. for about $5.4 billion. In a
note, Morgan Stanley analyst Scott
Davis called it “a very good price.”

That sale is among several moves
that Mr. Immelt is considering to re-
tool GE’s portfolio. The company is
looking for a buyer for its U.S. credit-

card business, which backs cards for
retailers such as Wal-Mart Stores
Inc. and Lowe’s Cos. And GE said
Thursday that it was planning to
spin off its commercial-and-indus-
trial division, which includes its ap-
pliance and light-bulb units.

The credit-card sale and con-
sumer-unitspinofffacechallengesbe-
cause of downturns in those busi-
nesses. Second-quarter profit at the
consumer and industrial unit fell
55%.

“It’s not an ideal market to be do-
ing either of these transactions,”
said Chief Financial Officer Keith
Sherin. But, he said, both units still
have “good franchise value.”
Mr. Sherin said GE is considering
other options for the credit-card
unit, including selling a stake now
and the rest of GE’s interest over
time; GE is also still talking to poten-
tial buyers for the appliance unit.

Mr. Immelt went out of his way
to say that GE isn’t looking at major
restructuring moves beyond these,
despite investor calls for more struc-
tural changes in GE’s sprawling port-
folio. “We like the way the company
looks right now,” he said.

Edward Jones analyst Matt Col-
lins said, “I don’t think the pressure

will go away to make some other
portfolio changes.” But Mr. Collins,
who described himself as generally
supportive of GE management, said
the pressure would ease if GE contin-
ues to show improvement.

GE said most of its major divi-
sions did better than expected in the
second quarter, led by the infrastruc-
ture group that sells aircraft en-
gines, gas turbines and locomo-
tives. Unit profit increased 24% to
$3.17 billion as revenue increased
26%. GE said its backlog of major-
equipment orders rose 25% to
$55 billion.

GE’s health-care unit reported
profit of $747 million, up 8%,
against a prior forecast of 5%. The
NBC Universal entertainment unit
bucked the trend, posting a 1%
profit increase, compared with GE’s
5% forecast.

Before Friday, investor anxiety
focused on GE’s finance units, which
had contributed to its disappointing
first-quarter results. In the end, GE
said both its commercial-finance
and consumer-finance units did bet-
ter than projected, although both
still face challenges.
 —Scott Thurm

contributed to this article.

Pratt & Whitney is hoping that its fuel-efficient Geared Turbo Fan engine will defy
skeptics and win it a spot on the next generation of airplanes for Boeing and Airbus.

By Evan Ramstad

SEOUL—North Korea’s defiant
refusal to jointly investigate the fa-
tal shooting of a South Korean tour-
ist by a North Korean soldier cre-
ated more anger in South Korea
about the killing and raised the pros-
pect of a major fissure in the Seoul
government’s decade-long effort to
improve relations with Pyongyang.

In an announcement Saturday,
North Korea also blamed South Ko-
rea for the shooting and demanded
an apology from Seoul.

The shooting occurred early Fri-
day at the Mount Kumgang resort,
which is just inside the North and is
operated by a South Korean com-
pany.

On Sunday, North Korea’s largest
state newspaper carried a story that
stridently criticized South Korean
President Lee Myung-bak’s offer to
hold talks to implement measures
that the two countries agreed to at
previous summits.

Even as details of the shooting
were becoming known in Seoul on
Friday afternoon, Mr. Lee declared
in a speech to South Korea’s Na-
tional Assembly that the two coun-
tries must move from an “age of dec-
larations” to an “age of implementa-
tion.”

The belligerent tone of North Ko-
rea’s statements added to South Ko-
reans’ resentment over the tourist’s
death and is likely to push Mr. Lee to
reassess his approach.

“Thoroughly looking at the truth
of the incident is the demand of our
government and our people,” South
Korea’s Unification Ministry said
Sunday. Not conducting a joint in-
vestigation “will throw a cold blan-
ket” over expectations for progress
in relations between the two coun-
tries, it said.
 —SungHa Park

contributed to this article.
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strains relations
between Koreas
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Jet is caught in political crossfire
Pentagon, Air Force
at odds over the need
for more F-22 planes

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

Lockheed Martin’s F-22 Raptor is so advanced that, under law, not even U.S. allies
are allowed to buy it.

By August Cole

The F-22 Raptor—capable of
aerobatic feats unimaginable for
earlier-generation jets—is ex-
pected to be the star attraction
when it flies Monday at the presti-
gious Farnborough International
Airshow. But Lockheed Martin
Corp. is likely to shut production
down when it delivers its final jet
to the U.S. Air Force in 2011.

It is the catch-22 of military con-
tracting. The fighter is so advanced
that, under law, not even U.S. allies
are allowed to buy it. At the same

time, the U.S. Defense Department
doesn’t want to order any more be-
cause senior leaders believe it isn’t
the right weapon for current mis-
sions, which command a growing
slice of the Pentagon budget.

That is a blow for Lockheed,
which stands to miss out on reve-
nue from its premier fighter. The
plane, with a $143 million price tag,
is now rolling off the assembly line
problem-free, and last year the Air
Force declared it combat-ready.
Australia and Japan have ex-
pressed interest in buying it, and
many in the industry consider it to
be the best fighter ever made. But
currently, Lockheed has orders for

only 183 of them.
“The F-22 is clearly an icon of

American power projection,” says
Tom Ehrhard, senior fellow at the
Center for Strategic and Budgetary
Assessments and a former Air
Force officer.

One of the plane’s biggest vul-
nerabilities hasn’t been in the air,
but in Washington. The F-22
fighter program has been in devel-
opment since before the end of the
Cold War. The Air Force wanted to
buy 381 of the aircraft, arguing that
any less will leave gaps in their ca-
pabilities. But U.S. Defense Secre-
tary Robert Gates has said the
plane isn’t relevant to today’s con-
flicts in Afghanistan and Iraq. He
shut down additional funding for
the fighter.

The curtailing of the F-22 has
come to symbolize the larger ten-
sion in the Defense Department be-
tween future threats and today’s
fights. Mr. Gates wants the Penta-
gon to focus on weaponry that
serves ground forces, like those in
Afghanistan and Iraq, and he
doesn’t believe the F-22, which is
geared more toward fighting a con-
ventional foe, is needed.

The Air Force is concerned that
even if the U.S. doesn’t face any
real rivals in battle today, China or
Russia could still emerge as adver-
saries. In addition, it argues that na-
tions with small defense budgets
can assemble dangerous air-de-
fense systems using an increas-
ingly sophisticated, and accessible,
array of antiaircraft weapons that
can easily shoot down lesser fight-
ers.

Late last year, several lawmak-
ers and the chief executives of the
big defense companies involved in
F-22 production wrote Mr. Gates,
arguing for funding for 20 more
jets in the 2009 budget. That effort
failed. It will be up to the next
White House to decide whether the

F-22 will be included in future de-
fense budgets.

Despite the high stakes for Lock-
heed, based in Bethesda, Md., the
company must be careful about try-
ing to lobby for more sales. The
company can’t afford to get pub-
licly dragged into a feud between
the Pentagon and the Air Force
over the jet. Lockheed said in a
statement the company supports
the Defense Department’s “posi-
tion to defer the decision on contin-
ued F-22 production to the next ad-
ministration to allow for a compre-
hensive review of all national-secu-
rity needs including tactical air re-
quirements.”

Lockheed is developing a new
fighter that isn’t caught in the
same crossfire. Called the F-35
Lightning II Joint Strike Fighter, it
will cost almost $300 billion to de-
velop and buy. Eight U.S. allies, in-
cluding the U.K. and Australia, are
involved in producing the plane
and plan to order it as well. Other
countries, such as Israel, may also

sign up. But the F-35, which costs
less than half the price of the F-22,
isn’t ready yet and Air Force offi-
cials think the F-22 is a superior
jet.

The single-seat F-22 can cruise
at faster than the speed of sound, a
feat other fighters can’t pull off,
and carries an assortment of cut-
ting-edge weapons. The plane’s
stealthy qualities and electronic
warfare systems make it ideally
suited to leading missions into
heavily defended areas.

At Farnborough, the 15-minute
demonstration will likely include a
highly anticipated backflip made
possible by the plane’s unique abil-
ity to angle the thrust from its en-
gines. “Anybody can drive a fighter
aircraft fast, but to see it go slowly
and just hang in the air is really
something,” said Vic Johnston, a
spokesman for 1st Fighter Wing at
Langley Air Force Base in Virginia.

Showing the fighter at a high-
profile venue like Farnborough will
allow the Air Force to parade one of
its most advanced fighters before
an audience that includes defense
officials from around the globe.
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Executives of European Aero-
nautic Defence & Space Co. have
criticized an investigation into sus-
pected insider trading in the compa-
ny’s shares in 2005 and 2006.

“It’s a show trial; it’s bad the-
ater,” said Tom Enders, chief execu-
tive of EADS’s wholly owned Airbus
commercial-aircraft unit, at a news
conference ahead of the Farnbor-
ough Air Show.

Mr. Enders is among 17 current
and former EADS executives who
have been identified by the French
financial-markets supervisor AMF
on suspicion of insider trading.

The AMF inquiry says the execu-
tives may have exercised stock op-
tions while being in possession of
confidential data—problems with
the industrial ramp-up of Airbus’s
flagship A380 that put the program
behind schedule—that would poten-
tially have a negative impact on
EADS’s share price.

Stefan Zollar, chief executive of
EADS’s defense and security unit,
and who also has been named in the
AMF inquiry, said: “From my per-
spective, it’s very difficult to under-
standwhat isgoing on.Wehaveno in-
fringement of any of our internal or
external or legal obligations.

“I’m not too glad to see this pro-
cess dragging on and dragging on,
and the way it is being conducted is
even more difficult to understand,”
Mr. Zollar said.

Three former EADS executives
and one current official have been
charged in France with insider trad-
ing. The 17 named include Fabrice Br-
egier, chief operating officer at Air-
bus and former chief executive of Eu-
rocopter, EADS’s helicopter division.

In an interview with Le Figaro
newspaper published over the week-
end, Mr. Bregier said the only sensi-
tive information about Airbus that
he was privy to was its business plan.
On that basis, he said, lots of com-
pany executives in France are guilty
of insider trading.

The fighter is so
advanced that not
even U.S. allies are
allowed to buy it.

Lo
ck

he
ed

M
ar

ti
n

INDEX TO PEOPLE

LEADING THE NEWS

INDEX TO BUSINESSES

EADS executives
criticize probe
of stock trading

THE WALL STREET JOURNAL EUROPE (ISSN 0921-99)

Boulevard Brand Whitlock 87, 1200 Brussels, Belgium

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

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

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

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

2 MONDAY, JULY 14, 2008 T H E WA L L ST R E ET JOU R NA L .

B
USINESS meetings of-
ten present opportuni-
ties for individuals to

stand out in a positive way,
says Susan Butler, author
of “Become the CEO of You,
Inc.” Prepare smart ques-
tions for the presenter in
advance or take notes
while he or she is speaking
to help you think of some-
thing to ask. Pose your

query while standing to grab the attention of every-
one in attendance, and if you’re not among all
peers, be sure to first introduce yourself.

W
HILE it’s still the norm
for workers to mold
their lives around their

bosses’ schedules, many small-
business owners are giving em-
ployees flexible work hours, al-
lowing them to take part in out-
side activities such as grad
school, charitable work or sec-
ond jobs.

Company owners say it
makes good business sense.

Kevin Oakes, CEO of Institute for Corporate Produc-
tivity, a Seattle-based human resources networking
company, says a small company’s ability to be more
flexible is what makes it more attractive to many
workers. At his own firm, “it doesn’t matter to me
when or where the work gets done, as long as it
gets done,” he said. —Associated Press
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A
NGER in the work-
place—employees and
employers who are

grumpy, insulting, short-tem-
pered or worse—is likely
growing as people cope
with woes of rising costs,
job uncertainty or over-
whelming debt, experts say.

“Rudeness, impatience,
people being angry—we
used to do that kind of stuff

at home but at work, we were professional. Now it’s
almost becoming trendy to do it at work,” said
Anna Maravelas, author of “How to Reduce Work-
place Conflict and Stress.” Contemporary pressures
such as rising fuel costs fan the flames, said John
Challenger, head of Chicago’s Challenger, Gray &
Christmas workplace consultants. —Reuters

Need to get additional information?
WSJ.com subscribers can find career-development
and job-hunting tips at WSJ.com/Careers.

Flexible schedule helps
employees, benefits firms
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Revised bylaws focus on activists’ motives
U.S. companies aim
to get more details
on stock maneuvers

Nice work if you can get it: Web sites to find at-home jobs

7
PERFORMANCE

7
WORKPLACE

By Phred Dvorak

M ANY U.S. companies are qui-
etly changing their bylaws
to pry more information out

of activist investors who challenge
management.

Pfizer Inc., Monsanto Co. and
Sara Lee Corp., among others, have
this year amended their bylaws to
require that investors nominating
directors or proposing resolutions
at annual meetings disclose com-
plex transactions involving the com-
pany’s stock. Those transactions in-
clude borrowing or lending shares
and hedges to protect against stock-
price declines.

The companies claim the infor-
mation could give boards a better
understanding of activists’ motives,
which may not be the same as other
shareholders.

An activist seeking a board seat
while also betting against the com-
pany’s stock may not be cooperative
if seated, says Helen Kaminski, an as-
sistant general counsel at Sara Lee,
which revised its bylaws in March.
“Their interest really could be see-
ing your stock price go down,” she
says.

More than 40 New York Stock Ex-

change-listed companies
have added such provi-
sions to their bylaws this
year, says James J. Hanks
Jr., a lawyer at Baltimore,
Md.-based Venable LLP
who started recommend-
ing the changes in 2006.
Bylaws govern a corpora-
tion’s internal affairs.

The bylaw changes
are the latest skirmish in
the war between compa-
nies and activist inves-
tors. Activists typically
buy shares of companies
they think are underval-
ued, then propose strate-
gic shifts or management
changes. They gain lever-
age by threatening a
proxy fight for board
seats or other moves.

But critics claim some
activists build stakes or
shield their intent by us-
ing complex financial
transactions that sepa-
rate the financial interest
in a stock from the voting
rights. Investors can bor-
row stock to vote shares,
or accumulate financial
stakes without owning
the shares, says Univer-
sity of Texas law profes-
sor Henry Hu. Mr. Hu says he’s iden-
tified 80 examples of such “decou-
pling” world-wide—most during
the past seven years.

In one case, activists The Chil-
dren’s Investment Fund Manage-
ment and 3G Capital Partners last
year built up a large stake in rail-

road operator CSX Corp.
using derivatives that
they didn’t have to dis-
close. The funds eventu-
ally launched a proxy con-
test and CSX sued. In
June, a federal judge
ruled the funds had hid-
den their intentions, and
said they should have dis-
closed their stake sooner.

In 2004, hedge fund
Perry Corp. bought a
nearly 10% stake in phar-
maceutical firm Mylan
Laboratories Inc. in or-
der to sway a vote by My-
lan shareholders on a pro-
posed acquisition. Perry
owned a sizable stake in
the acquisition target.
The fund hedged its My-
lan investment so that it
could vote the Mylan
shares without financial
risk, drawing criticism
from rival activist Carl
Icahn.

Ms. Kaminski, the
Sara Lee counsel, says
the company’s revised by-
laws should help it ferret
out similar moves and
other conflicts of inter-
est. “In the few situations
where someone’s being

underhanded or not completely
transparent, it’s good for other
stockholders to know,” she says.

Some activists say these con-

cerns are overblown. Clifford Press,
a partner at activist fund Oliver
Press Partners LLC, says activists
must act responsibly to attract sup-
port of other investors, necessary
to win proxy contests.

Dissidents “will not go around
with all kinds of flaky trades that
make it hard to figure out what you
want to do,” says Mr. Press. He says
companies changing their bylaws
are trying to discredit activists.

Other dissidents say it’s unclear
how useful such bylaw amendments
will be, since investors already have
to disclose derivatives transactions
when they buy more than 5% of a
company’s shares, or file proxy ma-
terials.

Asset manager Cohen & Steers
Inc. this year used recently
amended bylaws to help fend off a
challenge by Western Investments
LLC, which sought stock buybacks
and board seats at two of its funds.

In proxy materials sent to share-
holders, Cohen & Steers labeled
Western a “hedge fund speculator
looking for a fast profit” that had re-
cently sold shares in the funds.

Western’s lawyer says it had dis-
closed its ownership of derivatives
tied to the Cohen & Steers funds’
stock in regulatory filings before
the bylaws were amended. Manag-
ing member Arthur Lipson said the
derivatives would have risen in
value if the funds’ stocks rose.

Cohen & Steers declined to com-
ment.

MANAGING
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Civility in the office gives
way to anger amid stress

By Sue Shellenbarger

As gasoline prices soar and job-
lessness mounts, people looking for
opportunities to work from home are
rising, too. Also multiplying are the
onlinescam artists who seek to profit
on that desire. There are a few honest
Web sites that actually help people
find real, paying home-based work.

A word of caution: Although at-
home opportunities are increasing,
mostare only forpart-time, low-paid
work without benefits. Competition
is keen; prepare to wait months to
get a client, project or assignment.

That said, here are some options:
If you have professional skills

and experience, and are prepared to
slug it out for clients in the global
marketplace, a free-lance site may
be for you. Elance.com and oDesk.
com each link clients with about
90,000 skilled free-lancers apiece,
roughly half of whom are in the U.S.
The sites post client feedback and
publish results of optional profes-
sional-skills tests free-lancers can
choose to take through the site. The
sites also serve as secure intermedi-
aries for clients’ payments, in re-
turn for commissions of about 4% to

10% of free-lancers’ fees. Informa-
tion-technology workers, such as
programmers and Web developers,
are the sites’ biggest market, but
they’re fast expanding into graphic
design, writing, engineering, trans-
lation, marketing, accounting, ad-
ministrative and legal services.

Ifyoulikeprovidingcustomerser-
vice, selling stuff by phone or in some
cases making cold calls, companies
that outsource call-center services
for retailers, infomercialvendors and
other clients are expanding use of at-
home agents. Workers are typically
paid by the hour, by the call or by the

minute spent talking,plus incentives.
West Corp. (west.com), with

15,000 home agents, is undergoing
“rapid expansion,” says Dan Hicks, a
senior vice president. LiveOps.com,
which claims to have 20,000 home
agents working at least a few hours
a week, plans to bring on several
thousand more this year, says Jon
Temple, president, world-wide oper-
ations. Arise.com, with 8,000 home-
business owners as agents, plans to
add 4,000 more by year end, says An-
gie Selden, chief executive.

AlpineAccess.com, with 7,500
home agents, will hire 2,500 more

people by December, says CEO Chris-
topher Carrington. Executives at
Convergys.com, with 1,000 home
agents, and VIPDesk.com, with 300,
also say they’re expanding. Work-
ingSolutions.com claims 4,000 ac-
tive agents and plans to hire as
many as 600 more by December.

If you like the idea of being a “vir-
tual assistant”—a jack-of-all-trades
who performs online many of the
same services as an administrative
aide—TeamDoubleClick.com offers
links to clients. Pay is typically $10
to $20 an hour for taking calls, book-
ing events or travel or other tasks.

How to take advantage
of business meetings

WSJ.com
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Yahoo rejects offer from Microsoft, Icahn
Bid was to split firm,
give search business
to software giant

By Jessica E. Vascellaro

And Don Clark

Yahoo Inc. said it has rejected a
new proposal from Microsoft Corp.
and investor Carl Icahn to break up
the Internet company, an arrange-
ment that Yahoo said would give Ya-
hoo’s search business to Microsoft
and the remainder of the company to
Mr. Icahn.

In rejecting the proposal, Yahoo
said it repeated an offer to sell the en-
tire company to Microsoft for at
least $33 a share, and also offered to
negotiate an improved transaction
involving only Yahoo’s search busi-
ness. Microsoft rejected both offers,
Yahoo said.

The talks mark the first time that
Yahoo has talked to Microsoft and
Mr. Icahn simultaneously about a
possible combination. Mr. Icahn
wants to replace the Yahoo board
with his own slate of directors at Ya-
hoo’s Aug. 1 annual meeting and has
been campaigning on the grounds of
being able to help sell all or parts of
Yahoo to Microsoft.

Yahoo said the new Microsoft pro-
posal represented “a number of im-
provements” over the company’s ear-
lier proposal to acquire Yahoo’s
search business, which Yahoo re-
jected last month. But Yahoo added
that the proposal still “substantially
understated the risks.” A person fa-
miliar with the matter said Mi-
crosoft’s new proposal included five
years of revenue guarantees, as op-
posed to the three years included in
the original search offer.

Yahoo also said Microsoft’s new
plan called for Yahoo to divest itself
of its Asian assets and return cash to
shareholders, steps it said its board
was willing to entertain indepen-
dently.

The latest chapter in the drama
over Yahoo’s future unfolded over
two days as Microsoft, Yahoo and
Mr. Icahn held talks together for the
first time.

Mr. Icahn called Yahoo Chairman
Roy Bostock on Thursday to tell him
Microsoftwaspreparinganotherpro-
posal, according people close to Ya-
hoo, and that Yahoo should be pre-
pared to negotiate it directly with
him.

Yahoo executives also heard that
Microsoft was readying another of-
fer through a News Corp. executive,
who had picked up rumblings of a
new proposal at the Allen & Co. me-
dia conference in Sun Valley, these
people said.

Around 6:30 in the evening Thurs-
dayPacifictime,Mr.BostockcalledMi-
crosoft Chief Executive Steve Ballmer
directly to address the rumors. Mr.
BallmertoldMr.Bostockthathedidn’t
want to negotiate directly with Yahoo
since he felt Yahoo and Microsoft had
been just spinning in circles.

Later that evening, Microsoft’s
general counsel Brad Smith told Ron
Olson, the lawyer for Yahoo’s inde-
pendent directors, that Microsoft
was willing to talk to Yahoo directly,
but wanted to wait until after the
market closed on Friday, according
to people close to Yahoo.

On Friday, Microsoft and Mr.
Icahn laid out their proposal in a se-
ries of phone calls among Messrs.
Bostock, Icahn, Ballmer and their ad-
visers. The company also delivered
an offer in writing later that day.

Microsoft wanted to acquire Ya-
hoo’s search business and was will-
ing to sweeten some of the terms, in-
cluding upping its revenue guaran-
tees to $2.3 billion a year for five
years. But Yahoo would also have to
agree to let Mr. Icahn and his nomi-
nees run the remainder of the com-
pany, although Mr. Icahn at one time
acknowledged that it might be possi-
ble for some current members to
keep their seats, these people said.

The plan also entailed selling Ya-
hoo’s Asian assets. Microsoft would
also take an investment in the re-
mainder of the company. They said
that Yahoo had 24 hours to accept it
and that they were willing to negoti-
ate “plus or minus” 1%, people close
to Yahoo say.

Yahoo took the proposal to its
board at a meeting Saturday morn-
ing. After a five-hour discussion, the
board decided to reject the proposal.

While the company acknowledged
that some details were improved, the
board was still concerned that it
would be impossible to execute and
that they couldn’t negotiate
the best deal with an “axe
overtheirhead”andnopros-
pectsofcontrollingthecom-
pany, according to sources
close to Yahoo. Yahoo’s
board also believed that
they could chose to follow
some aspects of the pro-
posal—such as divesting
their Asian businesses—in-
dependently.

Mr. Bostock called
Messrs. Ballmer and Icahn
to relay the decision midday on Sat-
urday Pacific time. Mr. Bostock
again stressed that Yahoo would be
open to a full acquisition at $33 a
share and in revisiting the search
deal after the proxy fight, according

to people close to Yahoo.
The breakdown may halt talks be-

tween Mr. Icahn and Yahoo about a
possible settlement prior to the Aug.

1 shareholder meeting. Mr.
Icahn had suggested at one
time that he would be will-
ing to back away from his
campaign in exchange for
four seats on Yahoo’s board,
according to people famil-
iar with the talks. While Ya-
hoo had been unwilling to
agree to those terms, the
two sides had continued to
talk in the past week.

The offer came less than
a week after Microsoft said

it had concluded it could no longer
negotiate a full or partial acquisition
of Yahoo with the current Yahoo
board but would be interested in re-
opening negotiations with a new
board. Yahoo’s chief executive, Jerry

Yang, responded to those comments
in an interview with The Wall Street
Journal last week, calling Mi-
crosoft’s stance “baffling” and
stressing that Yahoo was willing to
entertain a new proposal from Mi-
crosoft at any time.

In response to Microsoft’s latest
overtures, Mr. Bostock said ina state-
ment:“Thisoddandopportunistical-
lianceofMicrosoftandCarlIcahn has
anything but the interests of Yahoo’s
stockholders in mind. It is ludicrous
to think that our board could accept
sucha proposal. While this type of er-
ratic and unpredictable behavior is
consistent with what we have come
to expect from Microsoft, we will not
be bludgeoned into a transaction
that is not in the best interests of our
stockholders.”

Representatives of Microsoft and
Mr. Icahn couldn’t be reached for
comment.

Carl Icahn
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A
RE THE Beijing Olympics
a celebration of the Chi-
nese people’s spirit or of
an oppressive regime
that tortures dissidents?

Both views have been promoted
in recent award-winning campaigns
by ad heavyweight TBWA—and in
China, that is turning into a problem
for the agency.

Omnicom Group Inc.’s TBWA
Worldwide Inc. creates ads for Adi-
das AG, one of the most aggressive
sponsors of the Beijing Games. TB-

WA’s Shanghai of-
fice’s work for the
sportswear

maker—a recent winner of a top
award at the Cannes advertising fes-
tival—focuses on Chinese pride,
showing Chinese athletes sup-
ported by throngs of fans.

But TBWA’s Paris office has a dif-
ferent view. It created a campaign at
the request of Amnesty Internation-
al’s French branch to raise aware-
ness about human-rights issues in

China. The striking print ads show
Chinese athletes being tortured by
Chinese authorities. In one, a person
has been attached to a target nor-
mally used in the shooting competi-
tion at the Games. At the bottom, it
says: “After the Olympic Games, the
fight for human rights must go on.”

Word of the human-rights cam-
paign is now spreading through
China, making TBWA the latest in-
ternational marketer to run afoul of
China’s complex political and social
landscape. That presents a poten-
tially dicey problem for the agency
and its clients ahead of the two-
week marketing bonanza the Games
offer next month.

China’s influential bloggers,
spurred by a report in state-run me-
dia of the Amnesty campaign last
week, are now calling for a boycott
of all TBWA ads, among other mea-
sures. An action guide has been
posted on the popular Chinese Web
site anti-cnn.com, which highlights
what its users see as anti-China bias
in the Western media.

“It really makes me sick. I sug-
gest that all Chinese employees in
TBWA resign from this company,”
wrote one blogger on Netease.com.

In a twist, Amnesty’s London
headquarters agrees that the TBWA
human-rights campaign went too
far. The group decided weeks ago to
spike the ads from its Olympics cam-

paign, which is focusing more on

positive change that might come
from the Games. “The result was not
suitable for the messages we are try-
ing to convey with our Olympics
campaign,” said Amnesty spokes-
woman Josefina Salomon.

But Amnesty still allowed TBWA
to run the ads once so they could be
entered into the Cannes competi-
tion, putting the campaign in the
public sphere. It won a bronze
award.

TBWA’s headquarters in New
York said it wasn’t aware of the cam-
paign. “Had TBWA management
known about this ad, not
only would the ad not
have been entered into an
award show, but it would
not have been produced,”
said Tom Carroll, chief ex-
ecutive of TBWA World-
wide. “This is the action
of one individual at our
agency working on a pro bono ac-
count.” He said the agency is investi-
gating the matter and will take ap-
propriate action to “ensure this
never happens again.” TBWA’s Paris
office couldn’t be reached.

In a statement, Adidas also said
it was unaware of the Amnesty cam-
paign. It said the campaign it put to-
gether with TBWA “reflects our sup-
port of the Olympic Games.” It said
it had accepted an apology from TB-
WA’s international office and said
the dispute “has got nothing to do
with us.” It added: “We believe Chi-

nese consumers recognize this.”
Consumers in China have shown

a willingness to boycott brands that
offend patriotic sentiment. After
protesters besieged the Olympic
torch in Paris in April, Chinese con-
sumers launched a boycott of
France’s Carrefour SA, one of Chi-
na’s biggest foreign supermarket
chains. Fearing the same treatment,
LVMH Moët Hennessy Luis Vuitton
SA’s Christian Dior dropped actress
Sharon Stone from its Chinese mar-
keting campaign after she sug-
gested China’s massive May earth-

quake might have been
“karma” for the govern-
ment’s treatment of its Ti-
betan population.

The brouhaha comes
at a critical juncture for
TBWA. The agency is
pitching to retain ad du-
ties for Visa Inc., another

major Olympic sponsor. Several
weeks ago, the credit-card company
began a global ad review. TBWA cur-
rently has the lion’s share of the ad
business. Through a statement from
a Visa spokesman, the credit-card
company said it had been unaware
TBWA was involved in an Amnesty
International campaign. Visa de-
clined to comment further.

As the ad industry has consoli-
dated, global agency networks in-
creasingly take on work for compet-
ing accounts. In Europe, WPP Group
PLC’s Ogilvy & Mather Worldwide

agency works on antismoking cam-
paigns for the Cancer Research UK
charity and does marketing for Brit-
ish American Tobacco PLC, one of
the world’s largest cigarette compa-
nies. It also creates ads for energy gi-
ant BP PLC and environmental
group WWF, which wants to cut oil
use. “It is an unavoidable conse-
quence of being a global network
with lots and lots of clients,” said an
Ogilvy spokesman, Kevin Whitlock.
“These kind of tensions happen in
any large company.”

In some cases, conflicts blow up.
Earlier this year, Mark Penn, CEO of
Burson-Marsteller, a public-rela-
tions and lobbying firm owned by
WPP Group, had to step down as
chief strategist for U.S. Sen. Hillary
Clinton’s campaign for the presiden-
tial nomination for her party after it
came out that he and his firm were
working with Colombia to help win
congressional approval of a trade
pact she opposed.

Some agencies have tried to set
up ground rules to avoid contro-
versy. TBWA has a policy in the U.S.
that bars it from doing political ads.
Still, other regions tend to operate
more autonomously. And while the
relationship with Amnesty has been
fruitful for the agency in terms of
publicity and honors, it is “now un-
der discussion,” according to a per-
son familiar with the agency.

 —Aaron Patrick in London
contributed to this article.

Olympics campaign stirs trouble for agency
Human-rights ads
by TBWA are pulled
as bloggers galvanize
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Japan’s new fad: jewelry recycling
By Lisa Thomas

TOKYO—Across Japan, retail
shops that recycle jewelry are pop-
ping up in an entrepreneurial effort
to profit from soaring commodity
prices.

Platinum prices in Japan have
jumped as much as 50% since Janu-
ary, and gold has risen as much as
21% during the same time period.
While prices of the two metals have
slipped recently, they remain above
their five-year averages.

The retailers are targeting Japa-
nese consumers who have collected
a sizable amount of high-end jew-
elry over the past few decades. In
particular, Japan became the No. 1
buyer of platinum for jewelry dur-
ing the economic boom years in the
late 1980s, as many consumers con-
sidered platinum more tasteful and
understated than gold. Analysts esti-
mate that as much as several million
ounces of platinum may have been
amassed during the boom years.

But during Japan’s long eco-
nomic slump in the 1990s and
2000s, lavish spending went out of
fashion, and jewelry sales in recent
years have remained sluggish. Mean-
while, the notion of selling second-
hand products—long looked down
upon as shameful—has become
trendy, even smart. Flea markets,
second-hand designer boutiques

and Internet auctions are becoming
the rage. A clutter-free lifestyle has
become a nationwide fad.

Along a quiet side street in a To-
kyo suburb, the modern Next Jewel
boutique looks like a jewelry store,
but instead of selling merchandise
it buys jewelry that consumers no
longer use.

“Customers have a lot of unused—
but very good—jewelry bought dur-
ing the 1980s that they don’t use
anymore and want to get rid of,”
says Takashi Ayabe, president of In-

fix and Co. Ltd., which opened the
five-store jewelry recycling chain
six months ago. “But the items are
too expensive to be thrown away so
people want to sell.”

Retailers are also turning to Ja-
pan’s growing number of seniors,
who have fewer occasions to wear
jewelry and may be more willing to
trade in while metal prices are high.

Recycled jewelry stores say con-
sumers are selling gold more than
any other metal. But in the much-
smaller platinum market, the recy-
cled platinum—known in the indus-
try as “scrap platinum”—being sold
to jewelers is now even rattling the
international platinum market.

Tanaka Kikinzoku Kogyo K.K.,
one of Japan’s largest vendors of
precious metals, says it saw its
scrap platinum buy-backs from jew-
elry jump threefold in the first three
months of 2008 from a year earlier.

The increase has been substan-
tial enough to help damp prices by
as much as 20% from its peak in
March this year, analysts say. Still,
they say platinum prices could rise
further this year due to continued
production concerns.

The jewelry-recycling boom has
been a windfall for retailers at a
time when increasing uncertainty in
the Japanese economy has led to
sluggish sales of luxury goods. Ko-
mehyo Co., a retail chain specializ-

ing in second-hand designer brand
goods, says that in one of its Tokyo
stores it has recently seen about 100
customers a day looking to sell jew-
elry, compared with about 70 peo-
ple a day last year.

“The jewelry items had begun to
lose their meaning,” says Ryuta
Saito, a researcher at Hakuhodo In-
stitute of Life and Living, a Tokyo
think tank.

Companies that are new to the
jewelry industry are also capitaliz-
ing on this trend. Sitting in the sim-
ply decorated Next Jewel store, In-
fix’s Mr. Ayabe says he also owns sev-
eral used-car dealerships and an in-
terior-design studio in Japan. As

high oil prices hit his used-car busi-
ness, the 37-year-old entrepreneur
looked at rising metal prices and de-
cided to open the jewelry recycling
stores.

Many customers, meanwhile, are
still experimenting with the notion
of selling jewelry. As Mr. Ayabe de-
scribed his business, Kei Kaihara, a
young man wearing flip-flops and
shorts, arrived at Next Jewel on his
bicycle for an estimate on his par-
ent’s shiny goods.

“I saw that the price of gold and
metals were very high,” he said. “So
I found some jewelry from my par-
ents and decided to get an esti-
mate.”

Why companies
revise their bylaws
Prying more information out of
activist investors > Page 31

WSJ.com

What’s next for the former Colombian
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Ingrid Betancourt is likely to resume her political
career, emerge as rival to Álvaro Uribe > Page 7

Entrepreneurs
Dumping firm’s founder:
When is it too soon?
> WSJ.com/IndependentStreet

WSJ.com

Instead of selling merchandise, Next Jewel buys jewelry consumers no longer use.

All that glitters
Cumulative change in futures prices
since 2006

Source: Thomson Reuters Datastream
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T
HOMAS Cook
Group PLC and
Air Berlin PLC

abandoned the pro-
posed tie-up of bud-
get carriers Condor
Flugdienst GmbH and
Air Berlin, blaming
the rising cost of jet
fuel. The Berlin-based

airline, Germany’s second-largest behind Deutsche
Lufthansa AG, along with Thomas Cook Group,
which owns a majority of Condor, said they had
withdrawn their application for the deal from the
German Federal Cartel Office. “Thomas Cook is also
pursuing a range of other available options for Con-
dor,” the London-based travel operator said. A
spokeswoman declined to elaborate. Air Berlin also
declined to comment further.  —Roundup

T
HE U.K. Office of Fair
Trading said it has
reached agreement

with six companies that have
admitted to unlawful pricing
of tobacco and agreed to pay
a combined maximum pen-
alty of £173.3 million ($344.3
million) before discounts.
The companies are Asda
Group Ltd., part of U.S. giant
Wal-Mart Stores Inc.; First
Quench; Gallaher Group

PLC; One Stop Stores Ltd., formerly named T&S
Stores; Somerfield PLC; and TM Retail. The agree-
ments follow the OFT’s findings in April that two to-
bacco manufacturers and 11 retailers had acted in
breach of the Competition Act 1998 regarding prices
of a number of tobacco products.  —Marietta Cauchi

Bombardier will build CSeries jet

Fewer sweet deals for oil
Total, StatoilHydro
accept tougher terms
for Shtokman access

U.K. fair-trade office sets
fines for unlawful pricing

Thomas Cook, Air Berlin
scrap budget-carrier link

O
XFORD BioMedica
PLC said its experi-
mental cancer vaccine

TroVax won’t meet its goal
in a late-stage trial for kid-
ney tumors, prompting the
biotech company’s shares to
shed more than half their
value Friday. Although pa-
tients already being treated
with the vaccine will con-
tinue the study, no more
vaccinations are planned,

said the company, based in Oxford, England. Tro-
Vax, which Oxford BioMedica is developing in part-
nership with French drug maker Sanofi-Aventis SA,
stimulates an anticancer immune response in the
body and could potentially treat most solid tumors.
 —Elena Berton

By Guy Chazan

London

T HE TERMS of a Russian con-
tract to develop one of the
world’s largest untapped natu-

ral-gas fields reveal the lengths to
which Western oil companies will
go these days to gain a foothold in
the dwindling pool of new hydrocar-
bon resources.

In Russia’s sector of the Barents
Sea, the Shtokman field is located
far offshore in Arctic, iceberg-
strewn waters. But despite the im-
mense technical and investment
challenges it poses, its 3.8 trillion cu-
bic meters of gas has proven a huge
draw for oil companies desperate for
new reserves.

Last year, Russia’s natural-gas gi-
ant OAO Gazprom finally chose two
Western energy firms—Total SA of
France and Norway’s StatoilHydro
ASA—to help it develop Shtokman,
after years of negotiations. But the
terms are unusual for the oil indus-
try, and unfavorable for Gazprom’s
partners. The consortium develop-
ing the field—early estimates of
costs top $20 billion—won’t own the
gas in the ground and will have to
sell all that is produced to Gazprom.

“In most cases … the starting
point is that we want to market the
gas ourselves,” Helge Lund, chief ex-
ecutive of StatoilHydro, said in an in-
terview. With Shtokman, “the compa-
nies involved are basically taking a
risk on future gas prices.”

Some analysts wonder what ex-
actly Total and StatoilHydro will get
out of their involvement in Shtok-
man if they can’t own and freely sell
its gas.

The situation reflects the bind
major oil companies find themselves
in these days. Much of the world’s hy-
drocarbon resources are in places
like the Middle East that are largely
off-limits to foreign investors. In
countries that haven’t completely
slammed the door, reserves are of-
ten in the hands of state-run compa-
nies like Gazprom that are becoming

more assertive in their dealings with
foreigners.

In the past, Western companies
owned the oil and gas in the ground,
merely paying taxes and royalties to
the host countries. But those ar-
rangements are becoming out-
moded. Some in the industry think
the future lies in the kind of techni-
cal-service contracts in which oil-
field-service companies like Hallibur-
ton Co. and Schlumberger Ltd. spe-
cialize. Under such deals, major oil
companies would be unable to book
energy reserves, even though re-
serve growth is still one of the key
metrics analysts and shareholders
use to evaluate an oil company’s per-
formance.

Some companies have strongly
resisted the move to service con-
tracts. But a few acknowledge the
need for a rethink. Tony Hayward,
chief executive of BP PLC, told a con-
ference in Madrid recently that the
oil industry needed to “move beyond
the historical model that requires
ownership of reserves and produc-
tion.” He called for a new era of “reci-
procity,” where the majors form part-
nerships with national oil compa-
nies and help them expand interna-
tionally.

Shtokman reflects that new real-
ity. Total said it will be able to book
the field’s reserves—but it won’t
own them. Gazprom insisted on re-
taining sole ownership of the Shtok-
man license and will also take a 51%
stake in Shtokman Development Co.,
which will finance and build the in-
frastructure at the field. Total has
25% and StatoilHydro 24%.

The contract only relates to a
third of the Shtokman license area,
though initial talks suggested it
would cover the whole field.

Negotiations on Shtokman began
in earnest in 2006, after five compa-
nies were shortlisted: Total, Statoil,
Norsk Hydro (which later merged to
become StatoilHydro), ConocoPhil-
lips and Chevron Corp. BP and Royal
Dutch Shell PLC had taken a look at
the project but decided it wasn’t
worth it. Then in October of that
year, Gazprom said foreign compa-
nies could still take part, but only as
contractors. Chevron said the terms
were unacceptable and dropped out.

A year later, after inconclusive
talks with contractors, it changed its

mind again. Gazprom wanted to pro-
duce liquefied natural gas at Shtok-
man and export it to the U.S., and to
do that it needed the help of a com-
pany like Total, a world leader in
LNG. Also, StatoilHydro was one of
the few companies experienced at
operating in the Arctic. But this
time, the terms being offered to
Western oil majors were much
tougher.

Foreign companies would own
the infrastructure but would have no
equity in the gas in the ground. Total
bit the bullet. “You have to be realis-
tic,” said Patrick Pouyanne, senior
vice president for strategy and busi-
ness development at Total, in an in-
terview. “We saw the way the oil-and-
gas business is going in Russia.”

Gazprom ditched the original ap-
proach of developing Shtokman un-
der a production-sharing agree-
ment, a type of contract common in
the oil industry. Under PSAs, compa-
nies shoulder all investment costs
but can recover them from the sale
of oil or gas before having to share

much revenue with the government.
But Russia had soured on PSAs,
which it felt were too favorable to
the oil companies.

Total had in the interim soft-
ened its opposition to Gazprom tak-
ing a majority stake in the Shtok-
man consortium. It accepted the
principle that the development
company would sell Gazprom all
Shtokman’s natural gas, as long as
the price wasn’t fixed but reflected

current world gas prices.
For Total, the upside of establish-

ing a foothold in Russia outweighed
the disadvantages of the contract.
“If you are an oil-and-gas company,
you have to go to the countries
where the reserves are, and they are
in the Middle East and Russia,” Mr.
Pouyanne said.

“I can’t develop Total if I stay in
the North Sea and the U.S., where
production is declining.”
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By Monica Gutschi

LONDON—Bombardier Inc. said
Sunday it will begin building its
long-promised CSeries jetliner, af-
ter receiving a nonbinding letter of
intent for 60 planes from Deutsche
Lufthansa AG.

While 60 planes is below Bombar-
dier’s goal for launching the model,
company executives said they ex-
pect more orders for the plane,
which they said will be the most fuel-
efficient in its size-range.

Bombardier said it is in discus-
sions with “a number of established
airlines world-wide” for more orders.

Some of those orders could come
this week at the Farnborough Air
Show outside London. According to
the Canadian aircraft maker, the ini-
tial order by Lufthansa for the 100-
to 130-seat aircraft is valued at as
much as $2.8 billion. The letter of in-
tent from the German flagship car-
rier is for 30 planes and options for
30 more, Bombardier said.

Boeing Co. and Airbus, a unit of

European Aeronautic Defence &
Space Co., have said they aren’t in-
terested in developing a new small
jetliner.

Scott Carson, president of Boe-
ing’s Commercial Airplanes unit,
said that both Boeing and Airbus of-
fer airplanes roughly the same size
as Bombardier’s CSeries, and “nei-
ther of those products has found a
very robust market.”

Gary Scott, who heads Bombar-
dier’s CSeries program, said he sees
a total market for 6,300 aircraft in
the 100- to 150-seat range over the
next 20 years, and Bombardier ex-
pects to win half of that.

“We are now addressing a mar-
ket space that they have ignored,”
he said of Boeing and Airbus.

The segment is much smaller
than the larger-aircraft market that
is dominated by the two big plane
makers. Mr. Scott said the CSeries
will offer 15% better cash operating
costs than existing aircraft because
of its high use of composites and its
engine. He said the CSeries would

be the “greenest” aircraft in exist-
ence, with lower fuel burn, emis-
sions and noise than other planes in
production.

Bombardier also announced that
final assembly of the CSeries will be
done at the company’s plant in Mira-
bel, Quebec.

The main fuselage will be manu-
factured by China Aviation Indus-
try Corp. I, known as AVIC I, which
Bombardier said has agreed to in-
vest $400 million in the CSeries
program.

The government of Canada has
committed US$350 million in financ-
ing, the provincial government of
Quebec an additional US$118 mil-
lion, while the Northern Irish and
U.K. governments have agreed to in-
vest £155 million, or about US$300
million.

Bombardier will provide one-
third of the expected $3.2 billion de-
velopment cost, and key suppliers
the remainder.
 —J. Lynn Lunsford

contributed to this article.

Oxford shares plummet
as cancer-drug trial stalls
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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.

2.72% 13 World -a % % 255.86 –0.78% –18.5% 9.14% 6 Stoxx Select Dividend 30 1536.80 –3.17% –54.3% 2092.33 –2.46% –47.2%

2.74% 13 Stoxx Global 1800 209.30 –1.75% –29.4% 248.68 –1.04% –18.5% 5.11% 7 Euro Stoxx Select Div 30 2075.00 –3.51% –41.3% 2836.02 –2.81% –32.2%

3.41% 11 Stoxx 600 270.40 –2.73% –32.2% 321.25 –2.02% –21.7% 5.59% 12 U.S. Select Dividend -b % % 643.87 –0.89% –32.4%

3.52% 11 Stoxx Large 200 292.10 –2.75% –31.3% 345.15 –2.04% –20.6% 10.23% 10 Australia LPT -b, c 1420.20 –2.43% –41.1% % %

2.83% 12 Stoxx Mid 200 240.30 –2.72% –35.8% 283.99 –2.01% –25.9% 3.25% 11 Sustainability 859.50 –1.88% –30.0% 1154.43 –1.17% –19.2%

3.04% 11 Stoxx Small 200 148.70 –2.45% –37.4% 175.66 –1.73% –27.7% 2.07% 14 Islamic Market -a % % 2191.11 –0.43% –9.6%

2.27% 14 Stoxx Growth 1301.00 –2.59% –27.8% 1820.67 –1.88% –16.6% 2.42% 13 Islamic Market 100 1699.90 –1.56% –23.0% 2314.49 –0.84% –11.1%

4.59% 9 Stoxx Value 1220.20 –2.72% –34.0% 1708.32 –2.01% –23.7% 5.39% 7 Islamic Turkey -c 2613.20 –1.13% –13.3% % %

3.28% 11 Euro Stoxx 301.80 –2.77% –31.4% 358.57 –2.06% –20.8% 5.78% 19 Bahrain -c 241.80 0.15% 15.8% % %

3.39% 11 Euro Stoxx Large 200 323.30 –2.75% –31.2% 381.80 –2.04% –20.6% 2.17% 14 Wilshire 5000 % % 12635.43 –0.87% –19.5%

2.76% 12 Euro Stoxx Mid 200 278.20 –2.88% –30.9% 328.37 –2.17% –20.2% % DJ-AIG Commodity 200.00 –0.24% 14.6% 231.05 0.49% 32.4%

2.83% 11 Euro Stoxx Small 200 164.50 –2.84% –35.2% 194.09 –2.13% –25.1% % Euro Currency 126.30 0.35% 10.8% % %

*Fundamentals are based on data in U.S. dollar. Footnotes: a-in US dollar. b-dividends reinvested. c-in local currency. Note: All data as of 5 p.m. ET. Source: Dow Jones Indexes

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

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

Australia 1.0324 2.0538 1.0152 0.1734 0.0444 0.2040 0.0097 0.3053 1.6424 0.2201 1.0222 ...

 Canada 1.0099 2.0091 0.9931 0.1696 0.0434 0.1995 0.0095 0.2986 1.6066 0.2153 ... 0.9782

 Denmark 4.6896 9.3297 4.6117 0.7875 0.2015 0.9265 0.0442 1.3866 7.4607 ... 4.6436 4.5426

 Euro 0.6286 1.2505 0.6181 0.1056 0.0270 0.1242 0.0059 0.1859 ... 0.1340 0.6224 0.6089

 Israel 3.3820 6.7283 3.3258 0.5679 0.1453 0.6682 0.0319 ... 5.3804 0.7212 3.3488 3.2760

 Japan 106.0450 210.9712 104.2826 17.8083 4.5566 20.9513 ... 31.3557 168.7070 22.6128 105.0054 102.7205

 Norway 5.0615 10.0696 4.9774 0.8500 0.2175 ... 0.0477 1.4966 8.0523 1.0793 5.0119 4.9028

 Russia 23.2728 46.3000 22.8860 3.9082 ... 4.5980 0.2195 6.8814 37.0246 4.9626 23.0446 22.5431

 Sweden 5.9548 11.8468 5.8558 ... 0.2559 1.1765 0.0562 1.7607 9.4735 1.2698 5.8964 5.7681

 Switzerland 1.0169 2.0231 ... 0.1708 0.0437 0.2009 0.0096 0.3007 1.6178 0.2168 1.0069 0.9850

 U.K. 0.5027 ... 0.4943 0.0844 0.0216 0.0993 0.0047 0.1486 0.7997 0.1072 0.4977 0.4869

 U.S. ... 1.9894 0.9834 0.1679 0.0430 0.1976 0.0094 0.2957 1.5909 0.2132 0.9902 0.9687

Source: 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 709.25 5.00 0.71% 799.25 258.50
Soybeans (cents/bu.) CBOT 1596.00 9.00 0.57 1,636.75 622.00
Wheat (cents/bu.) CBOT 830.75 12.75 1.56 1,278.00 499.00
Live cattle (cents/lb.) CME 108.575 –0.875 –0.80% 113.200 96.200
Cocoa ($/ton) ICE-US 2,912 2 0.07 3,290 1,818
Coffee (cents/lb.) ICE-US 142.25 0.75 0.53 176.05 120.75
Sugar (cents/lb.) ICE-US 13.99 0.38 2.79 15.43 9.72
Cotton (cents/lb.) ICE-US 73.59 0.01 0.01 98.45 59.20
Crude palm oil (ringgit/ton) MDEX 3,575.00 64 1.82 4,440 1,965
Cocoa (pounds/ton) LIFFE 1,540 –16 –1.03 1,748 931
Robusta coffee ($/ton) LIFFE 2,331 17 0.73 2,840 1,488

Copper (cents/lb.) COMEX 374.00 2.15 0.58 422.00 276.00
Gold ($/troy oz.) COMEX 960.60 18.60 1.97 1,039.80 687.40
Silver (cents/troy oz.) COMEX 1882.00 50.00 2.73 2,132.00 1,241.50
Aluminum ($/ton) LME 3,340.00 18.00 0.54 3,340.00 2,375.00
Tin ($/ton) LME 23,150.00 55.00 0.24 25,450 13,525
Copper ($/ton) LME 8,290.00 12.00 0.14 8,811.00 6,335.00
Lead ($/ton) LME 2,000.00 110.00 5.82 3,875.00 1,564.00
Zinc ($/ton) LME 2,034.50 105.50 5.47 3,750.00 1,761.00
Nickel ($/ton) LME 21,845 –155 –0.70 34,480 20,600

Crude oil ($/bbl.) NYMEX 145.66 3.33 2.34 147.90 66.86
Heating oil ($/gal.) NYMEX 4.1116 0.0392 0.96 4.1919 1.8600
RBOB gasoline ($/gal.) NYMEX 3.5877 0.0548 1.55 3.6503 1.9600
Natural gas ($/mmBtu) NYMEX 11.993 –0.390 –3.15 13.752 4.600
Brent crude ($/bbl.) ICE-EU 145.57 2.69 1.88 148.41 60.15
Gas oil ($/ton) ICE-EU 1,325.25 51.50 4.04 1,339.25 610.00

Source: Reuters; WSJ Market Data Group

Currencies London close on July 11
Per In

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

Argentina peso-a 4.8026 0.2082 3.0188 0.3313

Brazil real 2.5470 0.3926 1.6010 0.6246
Canada dollar 1.6066 0.6224 1.0099 0.9902

1-mo. forward 1.6073 0.6221 1.0103 0.9898
3-mos. forward 1.6083 0.6218 1.0109 0.9892
6-mos. forward 1.6092 0.6214 1.0115 0.9886

Chile peso 801.73 0.001247 503.95 0.001984
Colombia peso 2819.79 0.0003546 1772.45 0.0005642
Ecuador US dollar-f 1.5909 0.6286 1 1
Mexico peso-a 16.4150 0.0609 10.3181 0.0969
Peru sol 4.4967 0.2224 2.8265 0.3538
Uruguay peso-e 30.545 0.0327 19.200 0.0521
U.S. dollar 1.5909 0.6286 1 1
Venezuela bolivar 3416.14 0.000293 2147.30 0.000466

ASIA-PACIFIC
Australia dollar 1.6424 0.6089 1.0324 0.9687
China yuan 10.8721 0.0920 6.8340 0.1463
Hong Kong dollar 12.4160 0.0805 7.8044 0.1281
India rupee 68.094 0.0147 42.803 0.0234
Indonesia rupiah 14569 0.0000686 9158 0.0001092
Japan yen 168.71 0.005927 106.05 0.009430

1-mo. forward 168.41 0.005938 105.86 0.009447
3-mos. forward 167.82 0.005959 105.49 0.009480
6-mos. forward 166.84 0.005994 104.87 0.009536

Malaysia ringgit-c 5.1609 0.1938 3.2440 0.3083
New Zealand dollar 2.0888 0.4788 1.3129 0.7617
Pakistan rupee 112.954 0.0089 71.000 0.0141
Philippines peso 72.537 0.0138 45.595 0.0219
Singapore dollar 2.1581 0.4634 1.3565 0.7372
South Korea won 1590.90 0.0006286 1000.00 0.0010000
Taiwan dollar 48.343 0.02069 30.388 0.03291
Thailand baht 53.534 0.01868 33.650 0.02972

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

Euro zone euro 1 1 0.6286 1.5909
1-mo. forward 1.0016 0.9984 0.6296 1.5884
3-mos. forward 1.0048 0.9952 0.6316 1.5833
6-mos. forward 1.0095 0.9906 0.6345 1.5760

Czech Rep. koruna-b 23.509 0.0425 14.777 0.0677
Denmark krone 7.4607 0.1340 4.6896 0.2132
Hungary forint 231.06 0.004328 145.24 0.006885
Malta lira 0.4660 2.1458 0.2929 3.4137
Norway krone 8.0523 0.1242 5.0615 0.1976
Poland zloty 3.2585 0.3069 2.0482 0.4882
Russia ruble-d 37.025 0.02701 23.273 0.04297
Slovak Rep. koruna 30.2852 0.03302 19.0365 0.05253
Sweden krona 9.4735 0.1056 5.9548 0.1679
Switzerland franc 1.6178 0.6181 1.0169 0.9834

1-mo. forward 1.6174 0.6183 1.0166 0.9836
3-mos. forward 1.6168 0.6185 1.0163 0.9840
6-mos. forward 1.6152 0.6191 1.0153 0.9849

Turkey lira 1.9437 0.5145 1.2218 0.8185
U.K. pound 0.7997 1.2505 0.5027 1.9894

1-mo. forward 0.8015 1.2477 0.5038 1.9849
3-mos. forward 0.8051 1.2420 0.5061 1.9759
6-mos. forward 0.8104 1.2339 0.5094 1.9630

MIDDLE EAST/AFRICA
Bahrain dinar 0.5998 1.6673 0.3770 2.6525
Egypt pound-a 8.4835 0.1179 5.3325 0.1875
Israel shekel 5.3804 0.1859 3.3820 0.2957
Jordan dinar 1.1255 0.8885 0.7075 1.4135
Kuwait dinar 0.4214 2.3731 0.2649 3.7753
Lebanon pound 2394.30 0.0004177 1505.00 0.0006645
Saudi Arabia riyal 5.9667 0.1676 3.7506 0.2666
South Africa rand 12.2376 0.0817 7.6923 0.1300
United Arab dirham 5.8433 0.1711 3.6730 0.2723
SDR -f 0.9757 1.0249 0.6133 1.6305

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 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 600 270.36 –7.59 –2.73% –25.9% –32.2%

 11 DJ Stoxx 50 2756.09 –77.63 –2.74 –25.2% –31.0%

 11 Euro Zone DJ Euro Stoxx 301.77 –8.61 –2.77 –27.3% –31.4%

 10 DJ Euro Stoxx 50 3197.78 –85.23 –2.60 –27.3% –29.6%

 11 Austria ATX 3546.53 –130.33 –3.54 –21.4% –28.0%

 9 Belgium Bel-20 2959.35 –62.95 –2.08 –28.3% –36.3%

 13 Czech Republic PX 1444.2 –4.3 –0.30 –20.4% –22.5%

 14 Denmark OMX Copenhagen 368.76 –9.42 –2.49 –17.8% –24.0%

 11 Finland OMX Helsinki 8262.92 –81.61 –0.98 –28.8% –30.0%

 10 France CAC-40 4100.64 –130.92 –3.09 –27.0% –33.0%

 11 Germany DAX 6153.30 –151.70 –2.41 –23.7% –24.0%

 … Hungary BUX 20352.60 –206.26 –1.00 –22.4% –31.4%

 5 Ireland ISEQ 4414.80 –271.81 –5.80 –36.3% –51.7%

 8 Italy S&P/MIB 27676 –761 –2.68 –28.2% –34.6%

 6 Netherlands AEX 391.98 –9.95 –2.48 –24.0% –30.1%

 10 Norway All-Shares 504.96 0.65 0.13% –11.4% –16.0%

 17 Poland WIG 38927.92 –704.91 –1.78 –30.0% –41.0%

 11 Portugal PSI 20 8456.70 –221.40 –2.55 –35.0% –37.6%

 … Russia RTSI 2167.18 –19.17 –0.88% –5.4% 5.1%

 10 Spain IBEX 35 11383.5 –356.0 –3.03 –25.0% –24.2%

 15 Sweden OMX Stockholm 262.64 –5.94 –2.21 –25.4% –38.4%

 12 Switzerland SMI 6638.89 –164.18 –2.41 –21.8% –28.3%

 … Turkey ISE National 100 35006.46 –568.18 –1.60 –37.0% –32.8%

 9 U.K. FTSE 100 5261.6 –145.2 –2.69 –18.5% –21.7%

 13 ASIA-PACIFIC DJ Asia-Pacific 137.67 1.39 1.02% –12.9% –16.7%

 … Australia SPX/ASX 200 4979.9 42.5 0.86 –21.5% –22.1%

 ... China CBN 600 23688.50 –155.95 –0.65 –42.8% –20.7%

 13 Hong Kong Hang Seng 22184.55 362.77 1.66 –20.2% –4.0%

 12 India Sensex 13469.85 –456.39 –3.28 –33.6% –11.8%

 … Japan Nikkei Stock Average 13039.69 –27.52 –0.21 –14.8% –28.5%

 … Singapore Straits Times 2926.84 25.26 0.87 –15.5% –18.1%

 11 South Korea Kospi 1567.51 30.08 1.96 –17.4% –20.1%

 14 AMERICAS DJ Americas 327.82 –2.80 –0.85 –13.0% –16.9%

 … Brazil Bovespa 60148.26 –104.48 –0.17 –5.9% 4.3%

 21 Mexico IPC 27614.54 –262.79 –0.94 –6.5% –14.7%

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

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of July 10, 2008

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.80% 14 ALL COUNTRY (AC) WORLD* 344.02 –0.12%–14.7% –13.9%

2.90% 14 World (Developed Markets) 1,359.91 –0.13%–14.4% –15.1%

2.60% 15 World ex-EMU 156.84 0.15%–13.3% –14.9%

2.70% 15 World ex-UK 1,346.94 0.11%–14.1% –14.5%

3.60% 12 EAFE 1,896.38 –1.12%–15.8% –16.2%

2.30% 14 Emerging Markets (EM) 1,036.53 –0.04%–16.8% –2.2%

4.10% 11 EUROPE 97.24 –2.11%–23.7% –29.2%

4.20% 10 EMU 225.59 –1.52%–19.4% –16.3%

4.00% 11 Europe ex-UK 106.19 –1.87%–23.8% –27.9%

5.60% 8 Europe Value 110.33 –2.02%–27.2% –35.2%

2.70% 14 Europe Growth 83.36 –2.20%–20.2% –22.9%

3.20% 12 Europe Small Cap 164.26 –1.60%–23.7% –36.6%

2.00% 11 EM Europe 391.47 –0.58%–18.6% –7.9%

4.30% 10 UK 1,600.03 –2.21%–16.7% –19.1%

3.50% 12 Nordic Countries 159.07 –1.45%–22.8% –27.1%

1.20% 12 Russia 1,351.73 –0.01%–10.0% 13.8%

2.90% 15 South Africa 671.85 –1.05% –5.8% –3.4%

3.10% 13 AC ASIA PACIFIC EX-JAPAN 414.85 –0.03%–21.7% –10.5%

1.80% 16 Japan 816.81 0.37%–13.1% –27.3%

2.10% 16 China 62.31 1.02%–27.0% –1.2%

1.10% 16 India 560.92 –0.23%–34.4% –6.3%

1.90% 11 Korea 421.40 0.82%–18.5% –10.3%

4.40% 13 Taiwan 272.65 0.23%–18.4% –22.6%

2.10% 18 US BROAD MARKET 1,374.29 0.73%–13.8% –16.2%

1.50% 32 US Small Cap 1,745.65 0.63%–12.0% –19.0%

2.00% 15 EM LATIN AMERICA 4,341.77 –0.41% –1.3% 15.7%

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

GLOBAL MARKETS LINEUP

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

MOSCOW—BP PLC and its Rus-
sian partners made little progress
toward settling a conflict at their
TNK-BP Ltd. joint venture during a
board meeting Friday, and both
sides expect tensions to continue.

“It’s absolutely status quo,”
said one person familiar with the
meeting, which was held
in a hotel at a resort on Cy-
prus. A BP spokesman de-
scribed the session as “cor-
dial and businesslike.”

Tensions at the 50-50
venture have exploded
into the open in the past
few months. The Russian
shareholders, led by bil-
lionaires Mikhail Frid-
man, Len Blavatnik and
Viktor Vekselberg, accuse
BP of mismanaging the
company, depressing its value. BP
dismisses those criticisms as a
smoke screen for what it says is a
bid by the Russian shareholders to
grab control of the company.

At Friday’s meeting, according
to people familiar with the ses-
sion, the Russian shareholders re-
iterated their demand that Chief
Executive Officer Robert Dudley,
who used to work at BP, be re-
moved, while BP’s representatives
called for the ouster of the two Rus-

sian shareholders in manage-
ment—Mr. Vekselberg and Ger-
man Khan—as well as two Russian
executives whom Mr. Dudley has
accused of insubordination. Nei-
ther initiative passed, partici-
pants said.

BP executives, backed by offi-
cials from Western governments,
have appealed to the Kremlin to

rein in the official pres-
sure on TNK-BP, which has
been besieged with audits
and checks from tax in-
spectors, labor regulators
and immigration officials,
among others. A conflict
between Mr. Dudley and
Mr. Khan, the shareholder
in management, over the
number of work permits
for foreign employees has
led to authorities approv-
ing only 49, meaning more

than 30 foreign workers are likely
to have to leave Russia by the end
of this month, according to people
close to the company.

BP has warned that the loss of
those workers, as well as 148 spe-
cialists from BP who had been as-
signed to TNK-BP but haven’t been
able to work since the conflict be-
gan, could affect TNK-BP’s per-
formance.
 —Guy Chazan

contributed to this article.

U.S. beer looking pricier
A deal for Anheuser
would likely bring
an end to discounts

By Carrick Mollenkamp

Fortis NV, the big European
bank, joined the growing number of
banks to replace their leadership
during the credit crisis.

The bank said Chief Executive
Jean-Paul Votron will depart. Mr.
Votron ex-
panded the bank
by taking part
last year in the
largest bank deal
to date, the $101
billion acquisi-
tion of ABN
Amro Holding
NV by a consor-
tium that in-
cluded Royal
Bank of Scotland
Group PLC,
Banco Santander
SA and Fortis. His fate was sealed in
a special board meeting Friday.

Fortis said Deputy CEO Herman
Verwilst will take the helm while the
bank searches for a CEO.

A spokeswoman for the bank said
Messrs. Verwilst and Votron as well
Fortis’sboardchairman,Belgianbusi-
nessman Maurice Lippens, declined
to comment beyond the company
statement issued late Friday. In its
statement, Fortis said the board sup-
ported Mr. Votron in his decisions to
raise capital and buy ABN assets.

Robert Dudley

Jean-Paul
Votron

U.S. regulators take over
home lender IndyMac

BP makes little progress
in dispute with Russians

Fortis NV says
chief executive
will be leaving

By Damian Paletta

And David Enrich

IndyMac Bank, a prolific mort-
gage specialist that helped fuel the
U.S. housing boom, was seized Fri-
day by federal regulators, in the third-
largest bank failure in U.S. history.

IndyMac is the biggest mortgage
lender to go under since a fall in
housing prices and surge in defaults
began rippling through the econ-
omy last year—and it likely won’t be
the last. Banking regulators are brac-
ing for a slew of failures over the
next year as analysts say housing
prices have yet to bottom out.

The collapse is expected to cost
the Federal Deposit Insurance Corp.
between $4 billion and $8 billion, po-
tentially wiping out more than 10%
of the FDIC’s $53 billion deposit-in-
surance fund.

The Pasadena, Calif., thrift was
one of the largest savings and loans
in the country, with about $32 bil-
lion in assets. It now joins an infa-
mous list of collapsed banks, topped
by Continental Illinois National
Bank & Trust Co., which failed in
1984 with $40 billion of assets. The
second-largest failure was Ameri-
can Savings & Loan Association of
Stockton, Calif., in 1988.

The director of the Office of Thrift
Supervision, John Reich, blamed In-
dyMac’s failure on comments made
in late June by Sen. Charles Schumer,
a New York Democrat who sent a let-
ter to the regulator raising concerns
about the bank’s solvency. In the fol-
lowing 11 days, spooked depositors
withdrew a total of $1.3 billion. Mr.
Reich said Sen. Schumer gave the
bank a “heart attack.”

“Would the institution have
failed without the deposit run?” Mr.
Reich asked reporters. “We’ll never
know the answer to that question.”

Mr. Schumer quickly fired back.
“If OTS had done its job as regula-

tor and not let IndyMac’s poor and
loose lending practices continue,
we wouldn’t be where we are to-
day,” Sen. Schumer said. “Instead of
pointing false fingers of blame, OTS
should start doing its job to prevent
future IndyMacs.”

IndyMac had been troubled for
months, and investors were con-
cerned about its possible downfall
well before Sen. Schumer’s com-
ments. It specialized in Alt-A loans, a
type of mortgage that can often be of-
fered to borrowers who don’t fully
document their incomes or assets.
The company sold most of the loans
it originated, but continued to hold
some on its books. As defaults piled
up, IndyMac’s finances deteriorated.

The bank will be run by the FDIC
and reopen Monday. The FDIC typi-
cally insures up to $100,000 per depos-
itor. IndyMac had roughly $19 billion
of deposits. Nearly $1 billion of those
deposits were uninsured, affecting
about 10,000 people, the FDIC said.

IndyMac’s arc—rapid growth, fol-

lowed by an even more rapid de-
scent—is a microcosm of the U.S.
mortgage industry. It boomed in the
first part of this decade, as inves-
tors were willing to fund loans on
ever-looser terms, then hit hard
times when the housing market be-
gan to turn down in late 2006.

Small mortgage lenders started
going under quickly, with the num-
ber of failures climbing into the hun-
dreds. Now the fallout has spread
world-wide, bringing down some of
America’s largest financial institu-
tions. Bear Stearns Cos., which suf-
fered losses on mortgage-related in-
vestments, underwent a meltdown
in March and had to be rescued by
J.P. Morgan Chase & Co.

Countrywide Financial Corp.
saw its stock price plunge this year
and was forced to sell itself to Bank
of America Corp. at a firesale price.

IndyMac, in a last-ditch effort to
fend off collapse after it failed to raise
fresh capital, said last week it was fir-
ing more than half its work force and
closing most of its lending opera-
tions. While its shares had been tum-
bling since early 2007, the move was
nonetheless jarring for a company
that ranked as the ninth-largest U.S.
mortgage lender last year in terms of
loan volume, according to trade publi-
cation Inside Mortgage Finance.

IndyMac is one of the few feder-
ally insured banks to fail in recent
years. Banking regulators are bulk-
ing up their staff of bank examiners
and taking a tough approach toward
banks that are seen as risky.

Mr. Reich, the thrift regulator,
noted that the IndyMac case had
some “unique” features, including
the involvement of Sen. Schumer
and the rapid fall in its deposits. Offi-
cials said most of the recent with-
drawals came from depositors at
branches, rather than those making
deposits at IndyMac’s online bank.

IndyMac was set up by Country-
wide in 1985, but the two companies
severed ties in 1997 andbecame direct
competitors. The company’s name
standsforIndependentNationalMort-
gage. It was created to specialize in
jumbo mortgages—those that are too
big to be sold to government-backed
Fannie Mae and Freddie Mac.

The company grew quickly, pio-
neering the issuance of so-called
Alt-A mortgages to people with
blemished credit histories. The
loans have gained notoriety as an ex-
ample of the type of lax lending that
came to characterize much of the
mortgage industry.

CORPORATE NEWS

 Source: WSJ Market Data Group

Bottomed out
IndyMac’s daily share price
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By David Kesmodel

If InBev NV and Anheuser-
Busch Cos. consummate a deal, it
would create a battle royal in the
U.S. beer market between two for-
eign giants—InBev and SABMiller
PLC. The shift is likely to result in a
leaner industry with fewer employ-
ees, but consumers probably won’t
enjoy the price wars they have seen
in the past.

The U.S. brewing industry will en-
ter an era “where gaining market
share is not going to be nearly as im-
portant as running costs out of the
system,” says Harry Schuhmacher,
editor of industry newsletter Beer
Business Daily. “It’s been a pretty
fat industry. Everybody has enjoyed
a lot of perks and there are a lot of
people in the industry—probably
too many.”

The combination of InBev and
Anheuser, along with the recently
formed MillerCoors LLC, would to-
gether control about 80% of beer
sales in the U.S., which is the world’s
largest beer market in terms of prof-
its. Miller Brewing, the U.S. unit of
London’s SABMiller, and Coors
Brewing, the American arm of Mol-
son Coors Brewing Co. of Denver
and Montreal, completed their joint
venture last month. Anheuser con-
trols nearly half the market and Mill-
erCoors about 30%.

The radical reshaping of the U.S.
beer sector in the past year has been
driven by lackluster sales growth
for mass-market brews such as
Miller Lite and Budweiser and the

desire by global brewers to gain
economies of scale amid rising
costs for commodities such as bar-
ley, aluminum and glass. In the U.S.,
consumers are increasingly switch-
ing to wine, spirits and small-batch
“craft” beers from conventional
beer brands.

For years, Anheuser and Miller,
the industry’s two largest players,
aggressively took jabs at each oth-
er’s products in advertisements.
And they often engaged in price
wars to try to filch market share
from each other. When Anheuser
slashed prices in 2005, it was a boon
to beer drinkers, but it dramatically
reduced profits for the major beer
makers.

Lately, the companies have been
raising prices, in part to deal with
higher commodity costs, but also be-
cause consumer demand has been
highest for upscale brews. A new in-
dustry architecture led by InBev,
SABMiller and its partner, Molson
Coors Brewing, likely would take a
more rational approach to beer
prices and focus more heavily on
cost cutting, say analysts.

With InBev and SABMiller,
“you have two global giants who
are obsessive about free cash
flow,” says Mr. Schuhmacher,
“rather than having a personal ven-
detta to gain market share at any
cost. The price wars go away. All
that stuff was personal—it wasn’t
a business decision.”

MillerCoors is likely to cut hun-
dreds of jobs in the coming months
as Miller and Coors combine sales,
marketing and other employee
groups, says Benj Steinman, editor
of industry newsletter Beer Market-
er’s Insights.

Meanwhile, Anheuser itself laid
out plans to cut about 1,000 full-

time salaried workers this quarter
as part of an alternative to an ac-
cord with InBev. “You have to imag-
ine InBev will go to that” type of
level in head-count reductions,
Mr. Steinman says.

The beer companies also are ex-
pected to stop selling certain pack-
ages or versions of their beers to
trim costs, among other efforts to
become more efficient.

InBev’s corporate culture is fo-
cused heavily on cost controls, so
some analysts think the company
would take steps to slash Anheus-
er’s hefty marketing budget, which
could harm its brands. But Carlos
Brito, InBev’s chief executive, “is em-
phatic … that they would be nuts to
mess up the business Anheuser has
built,” says Mr. Steinman. “The
smart idea is to keep what’s going
right at A-B.”

The increased consolidation of
the U.S. beer industry worries some
of the nation’s smaller brewers,
which fear they may have a harder
time gaining distribution. “It nar-
rows the options for small brewers
to gain access to market,” says Kim
Jordan, chief executive of craft
brewer New Belgium Brewing Co.
of Fort Collins, Colo. “Recently,
we’ve seen more interest among the
Anheuser-Busch distributors in our
products than ever before,” but that
might change with InBev running
Anheuser.

The combination of Anheuser
and InBev wouldn’t result in major
changes to the lineup of beers sold
by Anheuser’s distributors. Many of
them already sell InBev’s European
brews, such as Stella Artois, under
an import deal between Anheuser
and InBev that began last year. But a
tie-up between Anheuser and InBev
would mean InBev’s Canadian
brands, such as Labatt Blue, would
be part of the combined company.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 26.40 $32.58 –0.19 –0.58%
Alcoa AA 18.20 34.64 0.04 0.12%
AmExpress AXP 18.30 39.21 0.17 0.44%
AmIntlGp AIG 58.30 23.08 –0.91 –3.79%
BankAm BAC 124.40 21.67 –0.69 –3.09%
Boeing BA 9.40 63.28 –2.71 –4.11%
Caterpillar CAT 11.10 69.81 1.39 2.03%
Chevron CVX 16.40 92.25 –4.00 –4.16%
Citigroup C 130.80 16.19 –0.09 –0.55%
CocaCola KO 12.80 50.27 0.23 0.46%
Disney DIS 14.20 29.20 –0.40 –1.35%
DuPont DD 8.60 41.47 –0.04 –0.10%
ExxonMobil XOM 27.70 85.48 –0.58 –0.67%
GenElec GE 93.30 27.66 0.02 0.07%
GenMotor GM 25.30 9.92 0.23 2.37%
HewlettPk HPQ 18.10 41.59 0.14 0.34%
HomeDpt HD 26.20 21.58 –0.29 –1.33%
Intel INTC 68.40 20.64 0.02 0.10%
IBM IBM 8.40 122.12 –1.06 –0.86%
JPMorgChas JPM 68.10 33.16 –1.35 –3.91%
JohnsJohns JNJ 15.60 66.26 –0.68 –1.02%
McDonalds MCD 9.40 57.32 –1.12 –1.92%
Merck MRK 13.50 36.75 –0.25 –0.68%
Microsoft MSFT 64.20 25.25 –0.20 –0.79%
Pfizer PFE 48.00 17.81 –0.22 –1.22%
ProctGamb PG 20.90 63.45 –0.77 –1.20%
3M MMM 5.90 68.72 –0.20 –0.29%
UnitedTech UTX 8.10 60.69 –1.48 –2.38%
Verizon VZ 12.50 34.92 0.02 0.06%
WalMart WMT 26.30 56.29 –0.92 –1.61%

Dow Jones Industrial Average P/E: 76
LAST: 11100.54 t 128.48, or 1.14%

YEAR TO DATE: t 2,164.28, or 16.3%

OVER 52 WEEKS t 2,806.71, or 20.2%

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

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

Behind Europe’s deals: Bank revenue rankings, UK
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

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

UBS $347 10.8% 31% 11% 57% 1%

Goldman Sachs 271 8.5% 60% 3% 33% 3%

Merrill Lynch 264 8.3% 61% 10% 28% 1%

RBS 259 8.1% 25% 26% 7% 43%

JPMorgan 212 6.6% 21% 11% 63% 5%

Citi 175 5.5% 18% 20% 58% 4%

HSBC 161 5.0% 6% 38% 8% 48%

Morgan Stanley 158 4.9% 40% 12% 47% 1%

Deutsche Bank 131 4.1% 27% 11% 61% 1%

Source: Dealogic

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

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

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

FCE Bk 931 –12 –51 137 Gecina 410 15 3 118

Thomson 656 –11 2 81 Contl 300 16 15 110

Suedzucker 160 –6 –7 39 Tomkins 311 21 49 128

UniCredit 63 –2 –10 –1 Wendel 516 23 21 228

Abbey Natl 87 –2 –5 14 Kaupthing banki 884 28 54 283

Bco Comercial Portugues 84 –2 –4 15 Glitnir banki 887 29 57 309

Bco Bilbao Vizcaya Argentaria 78 –2 –7 11 Ineos Gp Hldgs 1240 34 96 259

Allied Irish Bks 136 –2 ... 27 Fresenius 241 44 96 109

Experian Fin 83 –1 –8 12 Norske Skogindustrier 1115 49 44 124

Landbk Baden Wuertbg 72 –1 ... 7 M-real 1229 78 75 270

Source: Markit Group

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

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

Total S.A. France Integrated Oil & Gas $191.6 50.17 0.65% –20.4% –1.2%

Royal Dutch Shell U.K. Integrated Oil & Gas 137.5 24.34 0.16 –20.4 –8.9

BP U.K. Integrated Oil & Gas 222.2 5.39 –0.28% –12.1 –12.9

ENI Italy Integrated Oil & Gas 142.7 22.40 –0.44 –20.6 –1.8

Nokia Finland Telecom Equipment 97.0 16.05 –0.62 –26.2 8.6

Royal Bk of Scot U.K. Banks $58.6 1.83 –8.60% –66.7 –63.6

Soc. Generale France Banks 47.0 50.67 –7.04 –60.1 –37.6

Koninklijke Philips Elec Netherlands Consumer Electronics 33.5 19.42 –5.96 –40.1 –14.3

Barclays U.K. Banks 42.5 2.68 –5.89 –62.1 –52.3

Lloyds TSB Grp U.K. Banks 31.0 2.76 –5.81 –51.4 –44.2

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

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

ArcelorMittal 128.0 55.55 –1.30% 14.3% ...
Luxembourg (Iron & Steel)
SAP 64.3 32.43 –1.43 –14.3 –11.0%
Germany (Software)
BASF 61.0 40.56 –1.63 –18.0 44.7
Germany (Commodity Chemicals)
Nestle S.A. 167.7 43.40 –1.63 –9.7 27.7
Switzerland (Food Products)
Anglo Amer 77.2 28.92 –1.80 –12.2 114.2
U.K. (General Mining)
HBOS 27.8 2.67 –1.84 –73.7 –70.0
U.K. (Banks)
BHP Billiton 76.1 16.95 –1.91 11.0 126.6
U.K. (General Mining)
E.ON 129.9 122.39 –1.91 –1.7 72.3
Germany (Multiutilities)
Telefonica S.A. 129.9 17.11 –2.12 0.2 27.5
Spain (Fixed Line Telecom)
France Telecom 80.7 19.41 –2.24 –6.0 –20.9
France (Fixed Line Telecom)
Banco Santander 111.7 11.23 –2.43 –20.7 12.9
Spain (Banks)
Unilever 47.5 17.41 –2.46 –27.5 –4.6
Netherlands (Food Products)
Rio Tinto 113.9 53.42 –2.52 43.2 202.7
U.K. (General Mining)
Siemens 100.0 68.78 –2.52 –38.1 7.7
Germany (Electronic Equipment)
SUEZ 83.9 40.31 –2.59 –3.6 83.6
France (Multiutilities)
Deutsche Telekom 75.8 10.93 –2.67 –19.5 –30.1
Germany (Mobile Telecom)
GlaxoSmithKline 138.5 11.92 –2.85 –7.6 –12.4
U.K. (Pharmaceuticals)
Roche Hldg Part. Cert. 124.6 180.30 –2.96 –16.8 8.2
Switzerland (Pharmaceuticals)
Assicurazioni Gen 51.2 22.82 –2.98 –24.7 –2.7
Italy (Full Line Insurance)
UniCredit 75.5 3.56 –3.07 –45.9 –19.2
Italy (Banks)

Astrazeneca 66.4 22.92 –3.13% –17.1% –3.7%
U.K. (Pharmaceuticals)
Diageo 48.3 8.57 –3.16 –18.6 9.2
U.K. (Distillers & Vintners)
Daimler 57.6 37.52 –3.17 –45.4 7.6
Germany (Automobiles)
Novartis 150.6 57.95 –3.17 –12.2 –7.4
Switzerland (Pharmaceuticals)
Credit Suisse Grp 48.1 41.64 –3.21 –53.2 –21.0
Switzerland (Banks)
Banco Bilbao Viz 67.6 11.33 –3.25 –37.6 –14.0
Spain (Banks)
Allianz SE 77.8 108.13 –3.41 –37.5 9.2
Germany (Full Line Insurance)
Sanofi-Aventis S.A. 91.8 43.88 –3.43 –29.0 –38.2
France (Pharmaceuticals)
HSBC Hldgs 174.8 7.32 –3.65 –19.8 –19.9
U.K. (Banks)
Deutsche Bk 44.1 52.27 –3.74 –51.4 –24.3
Germany (Banks)
BNP Paribas S.A. 79.4 55.12 –3.91 –36.9 –7.0
France (Banks)
BT Grp 33.7 2.02 –3.93 –38.8 –12.3
U.K. (Fixed Line Telecom)
L.M. Ericsson Tel B 32.1 64.40 –4.02 –54.3 –51.6
Sweden (Telecom Equipment)
Fortis 33.1 9.45 –4.06 –63.8 –52.2
Netherlands (Banks)
Tesco 55.5 3.55 –4.23 –17.8 11.0
U.K. (Food Retailers & Wholesalers)
ING Groep 68.0 19.20 –4.33 –41.7 –20.5
Netherlands (Life Insurance)
Vodafone Grp 169.9 1.47 –4.65 –10.1 3.2
U.K. (Mobile Telecom)
Banca Intesa 66.2 3.51 –4.81 –35.7 –13.2
Italy (Banks)
UBS 56.2 19.49 –5.20 –70.3 –57.8
Switzerland (Banks)
AXA S.A. 58.0 17.67 –5.21 –45.9 –17.4
France (Full Line Insurance)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Convertible Arbitrage -0.30% -1.10% -2.5% -6.3% -6.3%
Merger Arbitrage 0.53% -1.14% 0.4% 0.4% 3.0%
Event Driven -0.53% -3.92% -1.4% -1.7% -4.0%
Distressed Securities -0.48% -3.50% -1.8% -6.9% -12.5%
Equity Market Neutral -0.23% 1.12% 2.0% 1.3% 0.5%
Equity Long/Short 0.33% -1.25% 4.6% 0.5% 5.0%

*Estimates as of 07/10/08, after fees; Source: www.djhedgefundindexes.com

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

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

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average
Europe: 9/1 1.04 102.60% 0.02% 1.32 0.64 0.90

Eur. High Volatility: 9/1 2.03 102.34 0.03 2.10 1.23 1.64

Europe Crossover: 9/1 5.45 103.77 0.07 5.96 4.00 4.85

Asia ex-Japan IG: 9/1 1.69 103.46 0.03 2.10 0.85 1.32

Japan: 9/1 1.46 103.37 0.02 1.61 0.65 1.05

 Note: Data as of July 10

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

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

BLUE CHIPS & BONDS

28 MONDAY, JULY 14, 2008 T H E WA L L ST R E ET JOU R NA L .



Bertelsmann set to sell
U.S. book, music clubs
Sale to private firm
is reversal of roots
in direct marketing

GM’s chief dismisses talk
of bankruptcy, brand cuts

By Jeffrey A. Trachtenberg

And Mike Esterl

Bertelsmann AG agreed to sell
the Book-of-the-Month Club, Co-
lumbia House and other U.S. direct-
marketing businesses to Najafi
Cos., a Phoenix-based closely held
investment company, for an undis-
closed sum.

The sale, telegraphed by Ber-
telsmann in March, reverses its

once-strong commitment to sell-
ing books, music and DVDs di-
rectly to American consumers and
is the latest sign of decline in the
book and record “club” business.
Once a popular way for people to
buy books and music cheaply, the
business has been in decline for
many years, partly because of com-
petition from the Internet.

Bertelsmann’s decision is par-
ticularly noteworthy because the
German company’s roots are in
the club business and it had ac-
quired a couple of the assets now
being sold, including Columbia
House and full ownership of book-
club venture Bookspan, in only the
past few years.

But after Bertelsmann Chief Ex-
ecutive Officer Hartmut Os-
trowski rose to the top job in Janu-
ary, he vowed to shed slow-growth
or unprofitable businesses world-
wide. Revenue at Bertelsmann’s
U.S. clubs declined about 10% last
year to Œ900 million ($1.43 bil-
lion), while memberships fell to
about 13 million customers from
roughly 16 million in 2005.

Bertelsmann is reviewing the
fate of its remaining book clubs
and retail book chains, many of
which are in Europe. Earlier this
month, Bertelsmann disclosed
that it is closing its book-club busi-
ness in China.

Revenue at the entire Direct
Group dropped 4.1% to Œ2.56 bil-
lion last year, while operating
profit plunged to Œ10 million from
Œ110 million. Tobias Riepe, a Ber-
telsmann spokesman in Germany,
said the sale of Direct Group North
America won’t influence other de-
cisions. “Everything is being re-
viewed independently,” he said.

Despite the challenges in the
club business, Najafi CEO Jahm Na-
jafi expressed confidence in the
company’s ability to build the busi-
nesses. “We’re very excited about
this because we see great brands
and excellent marketers,” Mr. Na-
jafi said. “We have extensive expe-
rience in the online world and
think we can change the nature of
this business and grow it dramati-
cally. We also think we can extend
the club model to other products
and services. We have never shied
away from difficult businesses.”

He said the management team
at Direct Group North America,
which includes CEO Stuart Gold-
farb, will stay in place. Mr. Gold-
farb was unavailable to comment.

By Bob Sechler

General Motors Corp. Chief Exec-
utive Rick Wagoner dismissed the
notion that the Detroit auto maker
may soon file for bankruptcy, and he
also said the company has no plans
to sell or shutter more of its brands.

“Under any scenario we can
imagine, our financial position, or
cash position, will remain
robust through the rest of
this year,” Mr. Wagoner
said Thursday while in Dal-
las to speak to a business or-
ganization. He said the com-
pany has plenty of options
to shore up its finances be-
yond 2008, although he de-
clined to outline them.

The comments failed to
boost investor sentiment
as GM shares fell 6.2% on
Thursday before rebound-
ing 2.4% on Friday to end the week
at $9.92 on the New York Stock Ex-
change. The stock has been trading
at its lowest levels in more than 50
years as concerns mount about the
company’s financial position amid a
steep decline in U.S. sales.

GM and other U.S. auto makers
are reeling as the slow U.S. economy
depresses sales and as high gasoline
prices push many would-be buyers
to small, more-fuel-efficient vehi-

cles. Through June, for instance,
GM’s U.S. sales slipped 16%, more
than offsetting strength in overseas
markets.

GM has about $24 billion in cash
but is burning an estimated $3 bil-
lion a quarter, prompting talk that it
will need a significant cash influx to
get to 2010.

“We have no thought of [bank-
ruptcy] whatsoever,” Mr.
Wagoner said in response
to an audience question
during the Dallas event.

But he noted the wide-
spread discussion of such
a possibility could itself
hurt sales, because con-
sumers may balk at buying
a vehicle from a company
they think could go under.
“The rumors of it don’t
help anything and are com-
pletely inaccurate,” Mr.

Wagoner said.
Meanwhile, Mr. Wagoner said

GM has no plans to further reduce
its number of brands. The company
recently put its iconic Hummer divi-
sion up for sale. GM sells vehicles un-
der eight different brands, but most—
including Buick, Saturn and Saab—
struggle to attract buyers. Mr. Wag-
oner said GM has plenty of initia-
tives under way to develop more
fuel-efficient vehicles.

Nokia Siemens Networks

Nokia Siemens Networks said it
won network-expansion orders val-
ued at Œ550 million ($875.8 million)
from mobile operator China Mobile
Ltd. in the year’s first half. The ven-
ture between Nokia Corp. and Sie-
mens AG said the deals included de-
signing, building, maintaining and
optimizing radio and core networks
for the operator, thus increasing its
network capacity. Wireless-equip-
ment makers are battling with fall-
ing prices and subdued demand, rais-
ing fierce competition for any new
business. In June, Alcatel-Lucent an-
nounced a similar $1 billion deal
with China Mobile, prompting fears
that Nokia Siemens and Telefon AB
L.M. Ericsson had lost business. In
the past few years, companies such
as Nokia Siemens, Ericsson and Alca-
tel-Lucent have been increasingly
challenged by Chinese vendors.

Casino Guichard Perrachon

Sales rise in 2nd quarter
from consolidated chains

French grocery chain Casino Gui-
chard Perrachon & Cie. reported a
15% rise in second-quarter sales,
boosted by the operations of its re-
cently consolidated Super de Boer
chain in the Netherlands and Al-
macenes Exito in Colombia. Sales in-
creased to Œ6.95 billion ($11.07 bil-
lion) from Œ6.06 billion a year earlier.
The company said a lackluster retail
market and high gas prices are accel-
erating current trends in the French
retail environment, prompting con-
sumers to favor smaller convenience
stores and discount outlets. In
France, Casino’s discount formats
Leader Price and Franprix continued
to see an improvement in business,
with sales up 9%. Casino has been fo-
cusing on revamping business at the
two chains since it wrested full con-
trol of them from the Baud family.

Rick Wagoner

CORPORATE NEWS GLOBAL BUSINESS BRIEFS

Hewlett-Packard Co.

A former Hewlett-Packard Co.
vice president pleaded guilty to steal-
ing trade secrets by passing a confi-
dential email from his previous em-
ployer, International Business Ma-
chines Corp., to senior H-P executives,
the U.S. Justice Department said. Atul
Malhotra, 42 years old, faces a maxi-
mum of 10 years in prison, a $250,000
fine and three years of supervised re-
lease. John Vandevelde, Mr. Mal-
hotra’s attorney, said in an email that
“the Court will be able to consider pro-
bation in this matter,” rather than jail
time. Mr. Vandevelde called his client
“an honorable man” who “made one
mistake.” An H-P spokeswoman said
that in response to the emails, the
company “conducted an internal in-
vestigation…and reported the activity
to appropriate enforcement agencies
and to IBM.”

BG Group PLC

U.K. gas giant BG Group PLC
plans to sell a majority stake in Con-
tact Energy Ltd. if its hostile bid for
Origin Energy Ltd. is successful. BG
made a hostile bid of 13.8 billion Aus-
tralian dollars (US$13.3 billion) after
Origin’s board rebuffed a friendly
proposal to acquire the company. Ori-
gin, based in Sydney, owns 51.4% of
Contact, a New Zealand energy gen-
erator and retailer. According to the
bidder’s statement, issued late
Thursday, BG plans to “invest in all
of Origin’s Australian businesses.”If
BG’s bid for Origin is successful, the
New Zealand Takeovers Panel will re-
quire the company to make a fol-
low-on offer for all of Contact, a pub-
licly traded company. Once that pro-
cess is complete, BG will move to di-
vest the stake, documents said.

Advanced Micro Devices Inc.

Advanced Micro Devices Inc.
said it will take $948 million in
charges for the second quarter,
mostly due to its 2006 acquisition of
ATI Technologies. In a filing with the
U.S. Securities and Exchange Com-
mission, the chip maker also said it
will take charges associated with lay-
offs and its investment in Spansion
Inc., a maker of flash-memory chips.
AMD shares have shed two-thirds of
their value in the past 12 months. In
April, the U.S. company reported a
$358 million net loss for the first
quarter, reflecting its struggle to
compete with Intel Corp. in micro-
processor chips, as well as costs
from the $5.4 billion ATI acquisition.
Following that announcement, Chief
Executive Hector Ruiz said AMD
would closely scrutinize “noncore”
business activities.

—Compiled from staff
and wire service reports.

Groupe Danone SA

An arbitration panel in Stock-
holm rejected Groupe Danone SA’s
requests for interim measures
against its Chinese joint-venture
partner, Hangzhou Wahaha Group
Co., the latter said. The tribunal re-
jected Danone’s requests to prevent
Wahaha “from setting up new Non-
Joint Ventures or increasing the pro-
duction capacity of the existing Non-
Joint Ventures,” Wahaha said. The re-
jection came after Danone filed for
arbitration proceedings in May 2007
against Wahaha over their disputes.
Danone has said Zong Qinghou, the
founder of Wahaha, had built paral-
lel businesses that sell products iden-
tical to those sold by the companies’
joint venture, which is 51%-owned by
Danone. Mr. Zong has said Danone is
in violation of a noncompetition
clause by holding stakes in other Chi-
nese food companies.

Bertelsmann is
reviewing the fate of
its book-club
business in Europe.

Fraport AG

Airport operator Fraport AG re-
ported a solid increase in traffic at
its Frankfurt hub from January to
June. The airport had 26.3 million
passengers in the first six months, a
2.2% increase from a year earlier.
Freight throughput was up nearly
4% to more than one million metric
tons. The number of aircraft move-
ments remained at more than
241,000. Accumulated takeoff
weights increased 2%, marking air-
lines’ trend to use bigger, fuller air-
craft. In June, Frankfurt saw passen-
ger numbers decline 0.5% to 4.8 mil-
lion, while freight rose 1% to
178,000 tons. The company said its
six majority-owned airports regis-
tered 36.6 million passengers in the
first half, a 3.7% increase. In addi-
tion to Frankfurt, those airports in-
clude Antalya, Turkey; Lima, Peru;
and Varna, Bulgaria.

Infosys Technologies Ltd.

A weaker rupee and a tax rever-
sal helped Infosys Technologies
Ltd. report better-than-expected
21% growth in its fiscal first-quarter
net profit. Infosys raised its earn-
ings and revenue forecast in rupee
terms for the current financial year,
helped by the weak rupee. But its
share price fell because it didn’t
raise its annual revenue guidance in
dollars. Infosys did raise its annual
earnings forecast range in dollar
terms to $2.32 to $2.36 per Ameri-
can depositary share, before tax
items. It maintained its annual reve-
nue outlook. For the April-June
quarter, profit rose to 13.02 billion
rupees ($304.4 million), or 22.75 ru-
pees a share, from 10.79 billion ru-
pees a year earlier. Sales rose 29% to
48.54 billion rupees, helped by the
addition of 49 new clients.

Novartis AG

Drug maker Novartis AG said it en-
tered a strategic partnership with
Swiss specialty chemicals maker
Lonza Group AG to help it manufac-
ture biotechnology drugs. Novartis,
based in Basel, Switzerland, didn’t
disclose financial details. Lonza, also
based in Basel, specializes in the pro-
duction of active chemical and biolog-
ical ingredients for the pharmaceuti-
cal industry. Biotechnology drugs are
more difficult to produce than tradi-
tional chemical drugs. They are also
more difficult to replicate and there-
fore are less susceptible to competi-
tion from low-cost generic copies.
Biotechnology has become a strate-
gic focus for Novartis; currently bio-
logical drugs account for about a
quarter of the company’s develop-
ment portfolio. Lonza will help Novar-
tis produce its biological drugs for
clinical testing and for sale.

Guardian News & Media

U.K. newspaper publisher Guard-
ian News & Media bought the
owner of paidContent.org for about
$30 million, in what it says is a sig-
nificant expansion of its growing
U.S. presence. The move comes as
Guardian News has begun to make
other inroads into the U.S. The com-
pany recently launched Guardian
America to offer news and content
focused on an American audience.
The company, which publishes the
Guardian and Observer newspa-
pers, said ContentNext Media, paid-
content.org’s parent company, will
continue as a stand-alone opera-
tion. The site and its regionally fo-
cused offshoots follow the digital-
media entertainment and technol-
ogy sectors.

SJM Holdings Ltd.

A sister of casino businessman
Stanley Ho filed an appeal in a Hong
Kong court Friday in her latest at-
tempt to block the listing of Mr. Ho’s
casino flagship, SJM Holdings Ltd.,
in Hong Kong. Winnie Ho said in a
statement that she filed an appeal
to the Court of Appeal in Hong Kong
to seek a judicial review of SJM’s list-
ing, as well as an injunction to stop
it—part of a long-running dispute
with her brother that has included
more than 30 court filings in Macau,
where Mr. Ho owns his casinos, and
Hong Kong. On Wednesday, Court of
First Instance in Hong Kong re-
jected Ms. Ho’s application. Mr. Ho
raised US$494 million from selling
shares in SJM last week and had
planned to list the company on the
Hong Kong Stock Exchange on
Thursday. SJM said the debut would
be delayed until July 16.

Vodacom Group

Vodacom Group said that Pieter
Uys, the South African mobile-
phone-network operator’s chief op-
erating officer since 2004, will suc-
ceed Alan Knott-Craig, as chief exec-
utive, in October. Mr. Knott-Craig, 55
years old, announced his decision to
step down in June, having led the
company since it launched as South
Africa’s first mobile operator in
1993. “Pieter was an obvious choice.
His years of experience and track
record of success at Vodacom speaks
volumes and his appointment en-
sures continuity and a smooth hand-
over,” Chairman Oyama Mabandla
said, adding that the board had con-
sidered internal and external candi-
dates. Mr. Uys, 44 years old, takes
the reins as Vodacom stands to be-
come majority-controlled by Brit-
ain’s Vodafone Group PLC.
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PF (LUX)-Biotech-Pca OT EQ LUX 07/09 USD 345.62 3.9 13.2 19.7
PF (LUX)-CHF Liq-Pca CH MM LUX 07/09 CHF 123.36 1.1 2.1 1.9
PF (LUX)-CHF Liq-Pdi CH MM LUX 07/09 CHF 95.23 1.1 2.1 1.9
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 07/09 EUR 172.59 –22.4 –29.5 –2.8
PF (LUX)-Digital Comm-Pca OT EQ LUX 07/09 USD 109.22 –20.1 –13.3 9.0
PF (LUX)-East Eu-Pca EU EQ LUX 07/09 EUR 391.43 –23.8 –19.3 5.0
PF (LUX)-Emg Mkts-Lca GL EQ LUX 07/10 USD 182.36 –21.0 –10.7 16.1
PF (LUX)-Emg Mkts-Pca GL EQ LUX 07/10 USD 604.82 –17.6 –9.6 16.6
PF (LUX)-Eu Indx-Pca EU EQ LUX 07/09 EUR 108.93 –20.2 –26.5 –3.6
PF (LUX)-EUR Bds-Pca EU BD LUX 07/09 EUR 356.28 –1.4 0.0 –0.6
PF (LUX)-EUR Bds-Pdi EU BD LUX 07/09 EUR 279.79 –1.4 0.0 –0.6
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 07/09 EUR 128.96 –1.7 –1.3 –0.4
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 07/09 EUR 94.01 –1.7 –1.3 –0.4
PF (LUX)-EUR HiYld-Pca EU BD LUX 07/09 EUR 131.61 –8.1 –12.4 –3.3
PF (LUX)-EUR HiYld-Pdi EU BD LUX 07/09 EUR 85.12 –8.1 –12.4 –3.3
PF (LUX)-EUR Liq-Pca EU MM LUX 07/09 EUR 132.53 2.0 3.5 3.4
PF (LUX)-EUR Liq-Pdi EU MM LUX 07/09 EUR 99.00 2.1 3.5 3.4
PF (LUX)-Europ Eq-Pca EU EQ LUX 07/09 EUR 462.66 –24.1 –32.4 –5.5
PF (LUX)-EuSust Eq-Pca EU EQ LUX 07/09 EUR 143.81 –21.9 –31.4 –7.9
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 07/09 USD 199.31 –0.7 3.8 7.5
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 07/09 USD 142.11 –0.7 3.8 7.5
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 07/09 USD 20.29 –16.5 –20.2 –1.2
PF (LUX)-Gr China-Pca AS EQ LUX 07/10 USD 327.09 –23.6 –13.0 21.6
PF (LUX)-Indian Eq-Pca EA EQ LUX 07/10 USD 316.87 –40.2 –16.4 16.6
PF (LUX)-Jap Index-Pca JP EQ LUX 07/10 JPY 12451.77 –12.3 –27.0 –8.0
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 07/10 JPY 11625.60 –13.2 –32.0 –13.3
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 07/10 JPY 11381.95 –13.5 –32.4 –13.8
PF (LUX)-JpEq130/30-Pca JP EQ LUX 07/10 JPY 6048.49 –12.2 –28.8 –13.7
PF (LUX)-MidEast&NorAfr-Pca US BA LUX 07/09 USD 94.05 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 07/10 USD 268.58 –15.8 –9.3 14.7
PF (LUX)-Piclife-Pca CH BA LUX 07/09 CHF 771.84 –9.2 –12.4 –1.7
PF (LUX)-PremBrnds-Pca OT EQ LUX 07/09 EUR 58.32 –24.2 –34.0 –7.4
PF (LUX)-Rus Eq-Pca EE EQ LUX 07/09 USD 92.13 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 07/09 USD 92.24 –17.3 –21.4 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 07/09 EUR 506.54 –17.9 –31.2 –3.0
PF (LUX)-US Eq-Ica US EQ LUX 07/09 USD 115.20 –10.5 –11.9 5.0
PF (LUX)-USA Index-Pca US EQ LUX 07/09 USD 98.97 –14.7 –17.7 0.4
PF (LUX)-USD Bds-Pca US BD LUX 07/09 USD 482.66 2.3 9.4 6.3
PF (LUX)-USD Bds-Pdi US BD LUX 07/09 USD 364.67 2.3 9.4 6.3
PF (LUX)-USD Liq-Pca US MM LUX 07/09 USD 129.04 1.6 3.4 4.3
PF (LUX)-USD Liq-Pdi US MM LUX 07/09 USD 86.99 1.6 3.5 4.3
PF (LUX)-Water-Pca GL EQ LUX 07/09 EUR 127.70 –18.2 –22.4 –1.2
PF (LUX)-WldGovBds-Pca GL BD LUX 07/09 USD 154.23 4.8 15.4 7.7
PF (LUX)-WldGovBds-Pdi GL BD LUX 07/09 USD 130.52 4.8 15.4 7.7

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Asia Ex-Japan Fund USD AS EQ IRL 05/20 USD 1.12 –93.7 –93.8 –72.2
Global Technology OT EQ IRL 07/10 USD 11.99 –17.1 –22.0 –2.6
Japan Fund USD JP EQ IRL 07/11 USD 15.29 –9.2 –18.9 –8.0

n Hemisphere Management (Ireland) Limited
Columbus USD A GL EQ CYM 05/30 USD 102.37 1.5 8.3 NS
Discovery USD A OT OT CYM 05/30 USD 110.82 –0.7 10.2 5.9
Elbrus USD A GL EQ CYM 05/30 USD 16.29 –0.5 32.2 34.7
Europn Conviction USD B EU EQ CYM 05/30 USD 119.19 4.4 10.9 9.5
Europn Forager USD B OT OT CYM 05/30 USD 207.05 0.9 –0.3 13.5
Gl Utilities Abs Rtn USD A OT OT CYM 05/30 USD 111.65 –7.0 1.7 5.8
Japan Abs Ret USD A AS EQ CYM 05/30 USD 143.29 –8.4 –20.3 –5.8
Latin America USD A GL EQ CYM 05/30 USD 14.11 3.5 13.9 NS
Paragon Limited USD A EU EQ CYM 05/30 USD 312.84 13.9 21.2 26.5
UK Fund USD A OT OT CYM 05/30 USD 166.77 4.9 1.1 6.6

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 07/09 USD 118.84 NS NS 24.5

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 07/10 EUR 759.58 –22.8 NS NS
Core Eurozone Eq B EU EQ IRL 07/10 EUR 889.05 NS NS NS
Euro Fixed Income A EU BD IRL 07/10 EUR 1203.31 –3.6 –4.1 –2.2
Euro Fixed Income B EU BD IRL 07/10 EUR 1273.33 –3.3 –3.6 –1.7
Euro Small Cap A EU EQ IRL 07/10 EUR 1356.69 –23.0 –38.4 –11.5

Euro Small Cap B EU EQ IRL 07/10 EUR 1440.34 –22.7 –38.0 –10.9
Eurozone Agg Eq A EU EQ IRL 07/10 EUR 713.33 –25.5 –32.5 NS
Eurozone Agg Eq B EU EQ IRL 07/10 EUR 1016.22 –25.3 –32.1 –6.4
Glbl Bd (EuroHdg) A GL BD IRL 07/10 EUR 1269.31 –1.9 –0.2 0.3
Glbl Bd (EuroHdg) B GL BD IRL 07/10 EUR 1334.12 –1.6 0.3 0.9
Glbl Bd A EU BD IRL 07/10 EUR 949.15 –5.8 –7.2 –5.6
Glbl Bd B EU BD IRL 07/10 EUR 1001.70 –5.5 –6.6 –5.0
Glbl Real Estate A OT EQ IRL 07/10 USD 1095.90 –13.8 –20.9 –1.9
Glbl Real Estate B OT EQ IRL 07/10 USD 1119.94 –13.5 –20.5 –1.3
Glbl Real Estate EH-A OT EQ IRL 07/10 EUR 987.28 –15.8 –24.8 –6.2
Glbl Real Estate SH-B OT EQ IRL 07/10 GBP 93.45 –14.9 –23.2 –4.2
Glbl Strategic Yield A EU BD IRL 07/10 EUR 1452.82 –2.8 –3.0 2.0
Glbl Strategic Yield B EU BD IRL 07/10 EUR 1540.96 –2.5 –2.4 2.7
Japan Equity A JP EQ IRL 07/10 JPY 15974.00 –14.1 –29.8 –11.0
Japan Equity B JP EQ IRL 07/10 JPY 16876.00 –13.8 –29.4 –10.4
Multi St Cash Plus EH-A GL EQ IRL 07/10 EUR 1023.29 1.1 NS NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 07/10 USD 2106.17 –20.4 –16.8 10.3
PacBasn (Ex-Jap) Eq B AS EQ IRL 07/10 USD 2227.53 –20.2 –16.3 10.9
Pan European Eq A EU EQ IRL 07/10 EUR 1042.10 –23.3 –30.2 –7.5
Pan European Eq B EU EQ IRL 07/10 EUR 1102.27 –23.1 –29.7 –6.9
US Equity A US EQ IRL 07/10 USD 986.67 –15.0 –13.8 1.4
US Equity B US EQ IRL 07/10 USD 1047.18 –14.7 –13.2 2.0
US Small Cap A US EQ IRL 07/10 USD 1465.50 –14.7 –19.4 –1.2
US Small Cap B US EQ IRL 07/10 USD 1556.23 –14.4 –18.9 –0.6

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 07/10 SEK 89.77 –23.0 –33.1 –7.7
Choice Japan Fd JP EQ LUX 07/10 JPY 68.67 –13.1 –30.5 –12.4
Choice Jpn Chance/Risk JP EQ LUX 07/10 JPY 75.89 –15.2 –28.4 –8.3
Choice NthAmChance/Risk US EQ LUX 07/10 USD 4.76 –8.8 –8.4 5.2
Europe 2 Fd EU EQ LUX 07/10 EUR 1.08 –25.5 –32.7 –6.8
Europe 3 Fd EU EQ LUX 07/10 GBP 3.79 –19.5 –21.0 0.0
Global Chance/Risk Fd GL EQ LUX 07/10 EUR 0.65 –17.7 –27.8 –7.7
Global Fd GL EQ LUX 07/10 USD 2.57 –12.9 –16.4 2.8
Intl Mixed Fd -C- NO BA LUX 07/10 USD 30.68 –7.9 –8.1 4.9
Intl Mixed Fd -D- NO BA LUX 07/10 USD 21.65 –7.9 –8.1 6.3
Wireless Fd OT EQ LUX 07/10 EUR 0.14 –26.3 –28.9 –3.7

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 07/10 USD 7.08 –22.1 –19.1 9.0
Currency Alpha EUR -IC- OT OT LUX 07/10 EUR 10.60 3.7 3.6 NS
Currency Alpha EUR -RC- OT OT LUX 07/10 EUR 10.56 3.4 3.1 NS
Currency Alpha SEK -ID- OT OT LUX 07/10 SEK 102.68 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 07/10 SEK 99.82 NS NS NS
Generation Fd 80 OT OT LUX 07/10 SEK 7.90 –16.4 NS NS
Nordic Focus EUR NO EQ LUX 07/10 EUR 82.00 –17.1 NS NS
Nordic Focus NOK NO EQ LUX 07/10 NOK 82.23 NS NS NS
Nordic Focus SEK NO EQ LUX 07/10 SEK 82.56 –17.1 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 07/10 USD 1.27 –21.9 –18.3 10.7
Choice North America Eq. Fd US EQ LUX 07/10 USD 2.03 –16.3 –18.2 –0.6
Ethical Global Fd GL EQ LUX 07/10 USD 0.93 –15.3 –20.1 0.4
Ethical Sweden Fd NO EQ LUX 07/10 SEK 36.42 –18.3 –29.2 –0.6
Europe Fd EU EQ LUX 07/10 USD 2.84 –20.1 –22.4 12.9
Global Equity Fd GL EQ LUX 07/10 USD 1.63 –13.5 –17.1 3.5
Index Linked Bd Fd SEK OT BD LUX 07/10 SEK 12.76 2.1 7.7 4.4
Medical Fd OT EQ LUX 07/10 USD 3.52 –8.7 –5.5 2.0
Short Medium Bd Fd SEK NO MM LUX 07/10 SEK 9.06 2.0 3.5 2.9
Technology Fd OT EQ LUX 07/10 USD 2.38 –16.3 –12.6 4.3
World Fd GL EQ LUX 07/10 USD 2.44 –8.9 –12.0 11.5

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 07/10 EUR 1.27 1.5 2.4 2.7
Short Bond Fd SEK NO MM LUX 07/10 SEK 21.41 2.1 3.6 3.0
Short Bond Fd USD US MM LUX 07/10 USD 2.48 1.0 3.0 3.8

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 07/10 SEK 10.18 –0.3 1.7 1.5
Alpha Bond Fd SEK -B- NO BD LUX 07/10 SEK 9.14 –0.3 1.7 1.5
Alpha Bond Fd SEK -C- NO BD LUX 07/10 SEK 25.52 –0.4 1.6 1.4
Alpha Bond Fd SEK -D- NO BD LUX 07/10 SEK 8.50 –0.4 1.6 1.4
Alpha Short Bd SEK -A- NO MM LUX 07/10 SEK 10.73 2.1 3.7 3.1

Alpha Short Bd SEK -B- NO MM LUX 07/10 SEK 10.06 2.1 3.7 3.1
Alpha Short Bd SEK -C- NO MM LUX 07/10 SEK 21.00 2.0 3.6 3.0
Alpha Short Bd SEK -D- NO MM LUX 07/10 SEK 8.73 2.0 3.6 3.0
Bond Fd EUR -C- EU BD LUX 07/10 EUR 1.21 0.2 2.8 1.2
Bond Fd EUR -D- EU BD LUX 07/10 EUR 0.49 0.2 2.8 1.3
Bond Fd SEK -C- NO BD LUX 07/10 SEK 37.79 0.0 2.1 1.4
Bond Fd SEK -D- NO BD LUX 07/10 SEK 11.34 0.0 2.1 1.4
Corp. Bond Fd EUR -C- EU BD LUX 07/10 EUR 1.16 –0.9 –0.5 –0.1
Corp. Bond Fd EUR -D- EU BD LUX 07/10 EUR 0.91 –0.8 –0.8 –0.3
Corp. Bond Fd SEK -C- NO BD LUX 07/10 SEK 12.03 –0.3 0.9 1.1
Corp. Bond Fd SEK -D- NO BD LUX 07/10 SEK 9.45 –0.1 1.1 1.2
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 07/10 EUR 97.14 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 07/10 EUR 97.10 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 07/10 SEK 99.56 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 07/10 SEK 918.00 NS NS NS
Flexible Bond Fd -C- NO BD LUX 07/10 SEK 19.98 1.3 2.6 2.6
Flexible Bond Fd -D- NO BD LUX 07/10 SEK 11.31 1.3 2.6 2.6

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 07/10 SEK 103.20 –2.8 –6.5 –0.5
Global Hedge I SEK -D- OT OT LUX 07/10 SEK 94.31 –5.6 –9.2 –2.0

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 07/10 USD 2.74 –17.6 –4.9 19.6

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 07/10 SEK 24.75 –25.9 –35.0 –0.4
Europe Chance/Risk Fd EU EQ LUX 07/10 EUR 1249.07 –26.5 –33.8 –7.5

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 07/10 USD 22.08 –33.3 –19.1 23.0
Eq. Pacific A AS EQ LUX 07/10 USD 10.38 –25.0 –15.7 15.4

n SGAM Fund
Bonds CHF A CH BD LUX 07/10 CHF 26.19 0.4 2.2 0.2
Bonds ConvEurope A EU BD LUX 07/10 EUR 30.28 4.2 7.5 10.0
Bonds Eur Corp A EU BD LUX 07/09 EUR 21.45 –2.3 –2.4 –0.6
Bonds Eur Hi Yld A EU BD LUX 07/09 EUR 19.01 –10.3 –14.3 –3.9
Bonds EURO A EU BD LUX 07/10 EUR 36.81 –0.4 1.9 0.9
Bonds Europe A EU BD LUX 07/10 EUR 35.45 –0.9 0.5 0.4
Bonds US MtgBkSec A US BD LUX 07/09 USD 22.59 –10.5 –5.3 –0.6
Bonds US OppsCoreplus A US BD LUX 07/09 USD 31.76 0.9 7.0 5.4
Bonds World A GL BD LUX 07/10 USD 39.17 5.3 14.6 8.8
Eq. ConcentratedEuropeA EU EQ LUX 07/10 EUR 30.89 –23.5 –30.4 –7.9
Eq. Eastern Europe A EU EQ LUX 07/10 EUR 34.98 –20.6 –17.0 6.9
Eq. Equities Global Energy OT EQ LUX 07/10 USD 26.94 6.9 14.7 20.6
Eq. Euroland A EU EQ LUX 07/10 EUR 12.84 –25.7 –30.6 –7.1
Eq. Euroland MidCapA EU EQ LUX 07/10 EUR 23.17 –20.1 –32.2 –6.3
Eq. EurolandCyclclsA EU EQ LUX 07/10 EUR 19.97 –21.2 –23.6 0.0
Eq. EurolandFinancialA OT EQ LUX 07/10 EUR 13.40 –28.0 –35.7 –14.6
Eq. Glbl Emg Cty A GL EQ LUX 07/10 USD 11.23 –16.9 –6.4 14.9
Eq. Global A GL EQ LUX 07/10 USD 31.16 –18.6 –22.0 –2.7
Eq. Global Technol A OT EQ LUX 07/10 USD 5.91 –16.6 –23.8 –2.0
Eq. Gold Mines A OT EQ LUX 07/10 USD 29.77 –0.7 12.1 10.2
Eq. Japan A JP EQ LUX 07/10 JPY 1120.95 –15.3 –30.4 –11.9
Eq. Japan Sm Cap A JP EQ LUX 07/10 JPY 1299.25 –23.8 –40.2 –29.8
Eq. Japan Target A JP EQ LUX 07/10 JPY 1906.63 –5.8 –23.7 –10.8
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 07/10 GBP 12.22 –28.3 –34.4 –13.3
Eq. US ConcenCore A US EQ LUX 07/10 USD 23.13 –13.9 –12.3 –0.5
Eq. US Lg Cap Gr A US EQ LUX 07/10 USD 18.91 –6.0 –4.3 4.7
Eq. US Mid Cap A US EQ LUX 07/10 USD 33.38 –14.7 –7.2 6.9
Eq. US Multi Strg A US EQ LUX 07/10 USD 25.69 –10.8 –14.7 –0.1
Eq. US Rel Val A US EQ LUX 07/10 USD 23.75 –17.0 –27.7 –6.4
Eq. US Sm Cap Val A US EQ LUX 07/10 USD 20.59 –17.5 –28.3 –9.3
Eq. US Value Opp A US EQ LUX 07/10 USD 22.10 –13.3 –24.4 –7.0
Money Market EURO A EU MM LUX 07/10 EUR 26.59 2.2 4.2 3.7
Money Market USD A US MM LUX 07/10 USD 15.57 1.7 4.0 4.5

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 06/15 USD 15.23 3.1 46.7 29.2
UAE Blue Chip Fund Acc AS EQ ARE 06/26 AED 12.13 4.1 35.1 20.5

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

Central and Eastern European EUR EE EQ EST 07/11 EEK 180.01 –32.9 –42.2 –12.7
New Europe Small Cap EUR EE EQ EST 07/11 EEK 99.68 –28.5 –40.2 –7.6
Second Wave EUR EE EQ EST 07/11 EEK 214.79 –21.8 –24.3 7.7

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 07/11 JPY 13096.00 –21.9 –39.5 –17.8
YMR-N Japan Fund JP EQ IRL 07/11 JPY 14292.00 –17.8 –34.4 –11.6
YMR-N Low Price Fund JP EQ IRL 07/11 JPY 19136.00 –16.2 –34.4 –14.2
YMR-N Small Cap Fund JP EQ IRL 07/11 JPY 9158.00 –26.1 –45.0 –23.3
Yuki Mizuho Gen Jpn III JP EQ IRL 07/11 JPY 7254.00 –21.9 –35.6 NS
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 07/11 JPY 7733.00 –20.4 –37.6 –17.2
Yuki Mizuho Jpn Exc 100 JP EQ IRL 07/11 JPY 9998.00 –20.2 –34.9 –14.7
Yuki Mizuho Jpn Gen JP EQ IRL 07/11 JPY 12143.00 –21.0 –37.7 –14.3
Yuki Mizuho Jpn Gro JP EQ IRL 07/11 JPY 9262.00 –24.9 –40.7 –17.8
Yuki Mizuho Jpn Inc JP EQ IRL 07/11 JPY 11651.00 –11.1 –30.5 –8.1
Yuki Mizuho Jpn Lg Cap AS EQ IRL 07/11 JPY 7526.00 –20.2 –33.7 NS
Yuki Mizuho Jpn LowP JP EQ IRL 07/11 JPY 15087.00 –16.7 –33.9 –12.9
Yuki Mizuho Jpn PGth JP EQ IRL 07/11 JPY 12161.00 –25.9 –37.0 –17.2
Yuki Mizuho Jpn SmCp JP EQ IRL 07/11 JPY 9133.00 –27.9 –44.6 –21.5
Yuki Mizuho Jpn Val Sel AS EQ IRL 07/11 JPY 7851.00 –16.5 –32.6 –13.1
Yuki Mizuho Jpn YoungCo AS EQ IRL 07/11 JPY 4065.00 –28.9 –51.3 –35.8

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 07/11 JPY 6983.00 –21.1 –34.5 –12.9
Yuki 77 General JP EQ IRL 07/11 JPY 9250.00 –19.5 –34.0 –12.0
Yuki 77 Growth JP EQ IRL 07/11 JPY 9294.00 –24.2 –40.0 –18.5

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 07/11 JPY 9513.00 –18.3 –37.2 –15.0
Yuki Chugoku Jpn Gro JP EQ IRL 07/11 JPY 7840.00 –22.3 –32.6 –12.6
Yuki Chugoku Jpn Inc JP EQ IRL 07/11 JPY 7857.00 –9.6 –24.7 –7.7
Yuki Chugoku JpnLowP JP EQ IRL 07/11 JPY 11017.00 –22.3 –38.9 –14.0
Yuki Chugoku JpnPurGth JP EQ IRL 07/11 JPY 7187.00 –17.9 –36.7 –14.2

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 07/11 JPY 10542.00 –18.0 –35.8 –13.2

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 07/11 JPY 7334.00 –16.8 –32.7 –10.8
Yuki Hokuyo Jpn Gro JP EQ IRL 07/11 JPY 6232.00 –22.5 –39.4 –18.1
Yuki Hokuyo Jpn Inc JP EQ IRL 07/11 JPY 7588.00 –10.0 –29.6 –9.8

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 07/11 JPY 7754.00 –20.1 –35.2 –13.2
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 07/11 JPY 6977.00 –21.8 –37.7 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 07/11 JPY 7851.00 –18.0 –38.5 –13.9
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n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Fund Ltd OT OT CYM 06/30 USD 105.87 –64.9 –49.4 –8.3
788 China Smaller Cap OT OT CYM 06/30 USD 75.93 NS NS NS
788 Gl Asset Alloc. Fd OT OT CYM 06/30 USD 84.53 –41.1 –25.3 –7.1
788 Japan Fund Ltd OT OT CYM 06/30 USD 81.29 –34.3 –24.6 –11.1

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 05/30 USD 54.02 –18.0 –12.7 –0.6

n ATLANTIC INVESTMENT MANAGEMENT - NEW YORK, NEW YORK
info@atlanticinvestment.net Tel: +1 212 484 5050
AJR International A US EQ VGB 07/09 USD 1032.98 –2.5 NS 11.3
AJR International B US EQ VGB 07/11 USD 173.25 –2.5 –4.1 NS
Cambrian Asia Ltd. AS EQ VGB 07/09 JPY 8231.00 –15.7 NS NS
Cambrian Europe Ltd. EU EQ VGB 07/09 EUR 82.50 –21.2 NS NS
Cambrian Fund Ltd. A US EQ VGB 07/09 USD 699.45 –18.9 NS 4.8
Cambrian Fund Ltd. B US EQ VGB 07/09 USD 170.64 –18.9 NS 3.9
Rodinia Fund Ltd US EQ VGB 07/09 USD 131.79 –8.6 NS 3.2

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 05/30 USD 1631.75 0.1 –0.4 5.5
CMA MultHdge Arbtrge OT OT CYM 05/30 USD 1916.14 –0.8 –0.2 5.2
CMA MultHdge Balncd OT OT CYM 05/30 USD 1394.06 –0.5 0.4 4.7
CMA MultHdge Growth OT OT CYM 05/30 USD 2048.41 3.7 4.2 7.0
CMA MultiHdge Lvrgd OT OT CYM 05/30 USD 1422.26 –0.5 –4.3 6.6

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

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

n HARMONY CAPITAL
email: Julie@harmonycapital.co.uk Tel: + 44 207 290 6630
Harmony Cap Ltd A USD OT OT BMU 06/30 USD 2208.21 –5.5 –9.7 3.1

Harmony Cap Ltd B EUR OT OT BMU 06/30 EUR 2131.84 –5.0 –9.8 2.2
Harmony Cap Ltd D USD OT OT BMU 06/30 USD 1268.14 –5.7 –10.1 2.7
Harmony Cap Ltd E EUR OT OT BMU 06/30 USD 1228.64 –5.1 –10.1 1.7
Harmony Cap Ltd F GBP OT OT BMU 06/30 GBP 1070.00 –4.7 –8.8 NS

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 06/27 USD 1768.88 –0.7 17.7 15.9

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 05/30 GBP 1.61 –1.0 –1.8 5.0
Euro Absolute EUR OT OT GGY 05/30 EUR 2.25 –1.9 –3.4 3.0
Global Absolute OT OT GGY 05/30 GBP 1.14 1.7 5.6 8.4
Global Absolute USD OT OT GGY 05/30 USD 2.11 0.7 4.5 8.6

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 05/30 EUR 117.24 4.7 NS NS
Special Opp Inst EUR OT OT CYM 05/30 EUR 109.88 5.0 NS NS
Special Opp Inst USD OT OT CYM 05/30 USD 119.57 4.6 NS NS
Special Opp USD OT OT CYM 05/30 USD 118.46 4.4 NS NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT CYM 05/30 EUR 143.97 1.7 6.8 11.3
GH Fund CHF Hdg OT OT JEY 05/30 CHF 123.66 0.8 3.4 6.6
GH Fund EUR Hdg OT OT JEY 05/30 EUR 133.85 1.4 5.2 8.5
GH Fund EUR Hdg (Non-V II) OT OT JEY 05/30 EUR 118.85 1.5 5.3 NS
GH Fund EUR Hdg (Non-V) OT OT JEY 05/30 EUR 133.85 1.4 5.2 8.5
GH Fund GBP Hdg OT OT JEY 05/30 GBP 146.25 2.2 7.1 10.4
GH Fund Inst EUR OT OT JEY 05/30 EUR 102.48 NS NS NS
GH Fund Inst JPY OT OT JEY 05/30 JPY 10153.52 0.0 NS NS
GH Fund Inst USD OT OT JEY 05/30 USD 119.25 1.6 6.6 10.8
GH FUND S EUR OT OT CYM 05/30 EUR 139.57 2.1 6.5 9.8
GH FUND S GBP OT OT CYM 05/30 GBP 144.48 2.6 8.1 11.4
GH Fund S USD OT OT CYM 05/30 USD 158.97 1.8 7.2 11.4
GH Fund USD OT OT GGY 05/30 USD 295.93 1.2 5.9 10.1
Hedge Investments OT OT JEY 05/30 USD 149.12 1.6 6.3 10.3
Leverage GH USD OT OT GGY 05/30 USD 153.10 0.4 5.2 13.1
MultiAdv Arb CHF Hdg OT OT JEY 05/30 CHF 111.79 –2.0 –4.0 2.8
MultiAdv Arb EUR Hdg OT OT JEY 05/30 EUR 120.08 –1.3 –2.3 4.5
MultiAdv Arb GBP Hdg OT OT JEY 05/30 GBP 130.30 –0.9 –1.3 5.7
MultiAdv Arb Inst USD OT OT CYM 05/30 USD 97.35 –1.4 NS NS
MultiAdv Arb S EUR OT OT CYM 05/30 EUR 126.44 –0.7 –1.1 6.0
MultiAdv Arb S GBP OT OT CYM 05/30 GBP 132.53 –0.3 0.3 7.5
MultiAdv Arb S USD OT OT CYM 05/30 USD 139.77 –1.2 –0.7 7.3
MultiAdv Arb USD OT OT GGY 05/30 USD 219.43 –1.7 –2.1 5.9

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 05/30 USD 131.73 –1.1 2.7 4.7
Asian AdbantEdge EUR OT OT JEY 05/30 EUR 112.28 –5.4 4.3 NS
Asian AdvantEdge OT OT JEY 05/30 USD 201.37 –5.8 5.4 9.1
Emerg AdvantEdge OT OT JEY 05/30 USD 195.40 –5.6 5.8 9.8
Emerg AdvantEdge EUR OT OT JEY 05/30 EUR 112.93 –5.3 4.4 NS
Europ AdvantEdge EUR OT OT JEY 05/30 EUR 141.57 –0.7 –2.1 3.4
Europ AdvantEdge USD OT OT JEY 05/30 USD 147.67 –1.2 –1.9 4.7
Japan AdvantEdge JPY OT OT JEY 05/30 JPY 9055.78 –3.5 –3.8 –10.0

Japan AdvantEdge USD OT OT JEY 05/30 USD 104.26 –2.9 –0.4 –5.7
Lvgd Alpha AdvantEdge OT OT JEY 05/30 USD 139.18 –4.1 –0.2 2.8
Trading AdvantEdge OT OT GGY 05/30 USD 145.78 8.4 22.9 16.8
Trading AdvantEdge EUR OT OT GGY 05/30 EUR 132.03 8.1 21.0 14.6
Trading AdvantEdge GBP OT OT GGY 05/30 GBP 137.67 9.4 23.6 16.9
US AdvantEdge OT OT JEY 05/30 USD 128.92 2.0 5.4 6.5

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 07/03 EUR 260.27 2.4 4.4 5.5
Integrated Cash Dyn EUR OT OT CYM 05/30 EUR 101.53 0.7 1.8 3.6
Integrated Dir Trading EUR OT OT CYM 05/30 EUR 108.74 6.1 16.0 10.5
Integrated Emg Markets EUR OT OT CYM 05/30 EUR 99.27 –5.5 1.1 4.4
Integrated European EUR OT OT CYM 05/30 EUR 152.35 2.5 –0.8 3.2
Integrated Event Driven EUR OT OT CYM 05/30 EUR 107.37 0.1 2.2 8.7
Integrated Lg/Sh Sel F EUR OT OT CYM 05/30 EUR 99.73 –0.2 2.2 7.6
Integrated Lg/ShEqA EUR OT OT IRL 05/30 EUR 115.14 –2.2 –0.3 4.9
Integrated MultSt B EUR OT OT VGB 05/30 EUR 140.25 0.5 3.7 5.9
Integrated Relative Value EUR OT OT CYM 05/30 EUR 99.13 –1.3 –0.6 4.6

n KEY ASSET MANAGEMENT (UK) LIMITED
Tel: +44 207 0166200 rmurray@keyhedge.com
Key Asia Hldgs, Inc. OT OT VGB 06/30 USD 234.34 –7.0 –6.0 2.6
Key Europe, Inc. EU EQ VGB 06/30 EUR 201.94 –2.1 –5.0 3.7
Key Global, Inc. GL EQ VGB 06/30 USD 690.29 –1.3 2.6 8.7
Key Hedge Fund, Inc. OT OT VGB 06/30 USD 436.66 –1.9 –2.4 4.4
Key Recovery Fd Ltd. OT OT CYM 06/30 USD 176.57 –3.2 –2.8 5.2
KeyGblEmgMkts, Inc. GL EQ VGB 06/30 USD 582.96 –10.2 3.5 18.5

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
KBL SPOP Investing OT OT LUX 05/31 EUR 2210.25 0.3 4.2 8.6
KBL SPOP Investing OT OT LUX 05/31 USD 2134.08 0.0 4.8 9.9
KBL SPOP Long/Short Eq OT OT LUX 05/31 USD 618.27 –6.7 6.3 NS
KBL SPOP Long/Short Eq OT OT LUX 05/31 EUR 610.61 –6.1 6.0 NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 07/04 USD 738.28 –11.2 –7.4 –7.7
Antanta MidCap Fund EE EQ AND 07/04 USD 1648.26 –9.0 13.2 22.2
Meriden Opps Fund GL OT AND 07/09 EUR 104.92 –6.4 NS 0.7
Meriden Protective Div GL EQ AND 07/07 EUR 74.92 –7.6 –19.5 –16.3

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

n PRIMASIA PACIFIC ASSET MANAGEMENT LTD. TEL: +852 2523 8221
www.primasia.com www.primasiahedgefund.com
Primasia Hedge Fund GL OT BMU 07/09 USD 16.89 –2.5 NS –1.2

n RAINBOW ADVISORY SERVICES LTD. TEL: +242 322 5444
info@rainbowadvisors.com
Rainbow Glb Hi Yld GL BD BHS 06/16 USD 4121.59 1.2 NS NS
Star Fund Ltd Inv GL BD BHS 06/16 USD 2841.88 7.1 NS NS

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 07/08 USD 73.94 55.3 36.7 30.2
Superfund GCT USD* GL EQ LUX 07/08 USD 3439.00 41.8 22.0 21.2
Superfund Gold A (SPC) GL OT CYM 07/08 USD 1215.19 38.3 NS NS
Superfund Gold B (SPC) GL OT CYM 07/08 USD 1397.95 49.3 NS NS
Superfund Q-AG* OT OT AUT 07/08 EUR 8313.00 28.6 20.0 18.5

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

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 06/30 EUR 1378.74 10.2 19.1 15.7
Winton Evolution GBP GL OT VGB 06/30 GBP 1352.95 10.9 21.0 17.2
Winton Evolution JPY GL OT VGB 06/30 JPY 123472.95 7.5 14.9 11.8
Winton Evolution USD GL OT CYM 06/30 USD 1348.98 10.0 19.7 16.8
Winton Futures EUR GL OT VGB 06/30 EUR 200.50 18.2 29.3 22.5
Winton Futures GBP GL OT VGB 06/30 GBP 214.70 19.1 31.6 24.3
Winton Futures JPY Lead Series 2 GL OT VGB 06/30 JPY 14653.53 16.4 25.8 19.8
Winton Futures USD GL OT VGB 06/30 USD 716.03 18.1 30.3 23.9

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 06/30 EUR 152.59 7.8 14.0 6.6
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 06/30 USD 325.33 8.5 16.5 9.1

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

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

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

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

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

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

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

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

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

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

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 06/30 USD 1602.00 NS 0.5 4.1 5.0 8.0

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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Betancourt likely to revive political path
Possible Uribe rival
is seen providing
balance in Colombia

M
ORE than 40 nations,
home to 800 million
people, were set Sun-

day to join in a Union for the
Mediterranean, whose boost-
ers hope can nudge the re-
gion toward peace and stabil-
ity. Israeli, Syrian and Pales-
tinian leaders were among
those attending an unprece-
dented gathering in Paris.
French President Nicolas
Sarkozy urged nations

around the Mediterranean to “learn to love one an-
other rather than to continue to hate each other and
wage war.” France’s foreign minister, Bernard Kouch-
ner, above, urged the countries to unite to deal with
global warming, growing migration and shrinking wa-
ter and energy resources. —Associated Press

T
HE CZECH Re-
public’s main
oil refiner said

it was tapping state
oil reserves and bring-
ing in crude through
an alternate pipeline
after Russia cut deliv-
eries to the central
European state.

Czech officials said Friday that the cuts would
nearly halve incoming oil from Russia, which could
further strain ties after the Czechs disregarded Rus-
sian objections and signed a missile-defense pact
with the U.S. last week. The Czech Republic has
been quick to quell speculation the reduced deliver-
ies are politically motivated, and refinery Unipetrol
said they were the result of “technical organiza-
tional” problems in Russia.  —Reuters

By David Luhnow

F ORMER COLOMBIAN presi-
dential candidate Ingrid Bet-
ancourt, freed from her six-

year hostage ordeal, is likely to re-
sume her political career: helping re-
shape Colombian politics and possi-
bly emerging as an important rival
to President Álvaro Uribe, whose
government rescued her.

Ms. Betancourt was a minor can-
didate when she was kidnapped in
2002 by the Revolutionary Armed
Forces of Colombia, registering
barely 1% support in the polls. Her
captivity made her a powerful
brand in Colombian politics, with re-
cent polls suggesting she is the coun-
try’s second most popular politician
after Mr. Uribe. Colombia’s leading
news magazine Semana put Ms. Bet-
ancourt on its cover this week with
the question: “Ingrid, President?”

Ms. Betancourt, who in the late
1990sbecameasenatorwithareputa-
tion for leading anticorruption cru-
sades, was rescued this month when
Colombia’smilitarymanagedtodupe
the FARC, as the rebels are known,
into handing her over along with
three American captives and 11 other
Colombian hostages.

Friday, the FARC blamed two
guerrillas who were guarding the
hostages for the success of a rescue
mission, suggesting they had been
boughtoff and“betrayed” theirrevo-
lutionary principles. The Colombian
government, as well as former hos-
tages such as Ms. Betancourt, said
the rescue was genuine. The two
rebels are in a Colombian prison.

The former senator, who de-
scribed herself this week as a “leftist
but without the gullibility,” has
largelyruledoutrunningin2010elec-
tions, in which Mr. Uribe might run
forathirdtermifhe succeedsinrevis-
ingthe constitutiontomakethatpos-
sible. She has become politically ac-
tive in the days following her rescue,
speaking out on issues and making
herfirstcriticismsofMr.Uribe,acon-
servative who enjoys high approval

ratings for his successful military
campaign against the FARC.

Ms. Betancourt said while
Mr. Uribeshouldkeepupmilitarypres-
sure on the FARC, he should be more
open to negotiations that could free
thegroup’sremaininghostagesandul-
timatelyendmorethanfivedecadesof
political violence. The FARC holds at
least 25 other political hostages, and
an estimated 700 other hostages for
ransom. Mr. Uribe has said he believes
the FARC won’t negotiate unless they
are brought to their knees first.

During Ms. Betancourt’s captiv-
ity, her family criticized Mr. Uribe for
relying on a military solution at the
expense of talks. Upon her rescue,
Ms. Betancourt said she was grateful
to Mr. Uribe and the military. Within
days, she suggested the operation
also had an element of “luck,” and
that a different approach would be
needed to free the other hostages.

Ms. Betancourt’s campaign
could pressure Mr. Uribe to figure
out a way to get the hostages freed.
“I think the question of the remain-
ing hostages will be a real problem
for Uribe,” said Michael Shifter, vice-
president at the Inter-American Dia-
logue, a think tank in Washington.

“Ingrid has enormous moral author-
ity and political capital. She’s going
to make their release her cause.”

Friday, relatives of the remaining
hostages held a small march to draw

attention to those still in captivity,
concerned Colombians will forget
about them now that Ms. Betan-
court, who is a dual French and Co-
lombiancitizen,and thethree Ameri-
cans are free. “We are asking all soci-
ety to be more active in asking for
the freedomof our loved ones,” Clau-
dia Rugeles, the wife of hostage and
former state governor Alan Jara,
told El Tiempo newspaper.

Mr. Uribe held a brief summit
with Venezuela’s Hugo Chávez Fri-
day where both sides vowed to im-
prove bilateral ties. Tensions have
been aggravated by Mr. Chávez’s
brief role last year as a mediator try-
ing to secure the hostages’ freedom.
Colombia accused Mr. Chávez of try-
ing to use the role to boost the FARC’s
standing and undermine Mr. Uribe.

Ms. Betancourt’s honeymoon
with voters may not last. She has an-
gered some in Colombia by saying
the rebels would have killed her if
France hadn’t kept her case in the
spotlight, and saying she plans to
skip a parade in Bogotá in support
of the remaining hostages on July
20 because of security concerns.

Over time, Ms. Betancourt could
provide much needed balance in Co-

lombian politics. The development of
modern left-wing politics in Colom-
bia has been frustrated because of the
association of anything leftist with
the FARC. The guerrilla group, Latin
America’s largest, is considered a ter-
rorist organization bythe U.S.andEu-
ropeanUnionandfundsitselfthrough
drug-trafficking and kidnappings.

Mr. Uribe and his “Party of the U,”
which was created in the past few
years because the Liberal and Conser-
vative parties had lost credibility,
have a chance to create a political mo-
nopoly.Havingsucceededinchanging
Colombia’s constitution once to allow
himself to run for re-election in 2006,
Mr. Uribe is considering a revision
that would allow him a third term.

Colombia needs “the emergence
and subsequent consolidation of a
modern center-left movement that
clearly represents the interests of
the poor. Ms. Betancourt could very
well be the catalyst for this,” Beat-
riz Rangel, a former Venezuelan gov-
ernmentofficial and prominentcom-
mentator on Latin American politics,
wrote in a report published by the In-
ter-American Dialogue.
 —José de Córdoba

contributed to this article.

Russian cuts drive refiner
to tap state oil reserves

Region’s leaders gather
in bid for peace, stability

T
HE WORLD’S
leading devel-
oped economies

are set to experience
an “intensified” slow-
down, according to
figures from the Orga-
nization for Economic
Cooperation and De-
velopment.

The OECD said its composite leading indicator of
economic activity fell to 97.2 in May from 97.7 in
April—4.6 points down from the same month last
year. Leading indicators for most members of the
Group of Seven leading industrial nations fell, but
the OECD said its leading indicators pointed to con-
tinued expansion in China and Russia. The organiza-
tion said its indicators show both Brazil and India
will experience downturns. —Paul Hannon

Syrian diplomacy is bearing fruit

7
MEDITERRANEAN

7
CZECH REPUBLIC

By Mariam Fam

CAIRO, Egypt—Syrian President
Bashar Assad’s weekend trip to Paris
is the first tangible fruit of what ap-
pears to be a new, global offensive of
charm and diplomacy by the one-
time international pariah country.

Damascus backed a unity govern-
ment in Lebanon and is holding indi-
rect peace talks with Israel, two
moves that have helped partially re-
habilitate Syria in the eyes of many
Western diplomats. Not all, of
course: The U.S. is continuing to
pressure Syria, escalating economic
sanctions against a supporter of the
regime last week.

The difference between Syria’s in-
ternational fortunes now and just a
few months ago is stark. In March, re-
gional heavyweights and fellow Arab
League members Saudi Arabia and
Egypt publicly snubbed Mr. Assad,

refusing to send their heads of state
to a league summit in Damascus.

The move was seen as an embar-
rassing political slap in the face,
aimed at pressuring Syria to help end
a political deadlock in Lebanon. It
served to further isolate Damascus
at a time when the U.S. and some of
its allies were accusing it and fellow
pariah-state Iran of meddling in Leba-
nese politics and in Iraq.

But over the weekend, Mr. Assad
was received warmly by French Pres-
ident Nicolas Sarkozy as he arrived
in Paris for a European-Mediterra-
nean summit, bringing together
leaders from more than 40 nations.
Mr. Sarkozy said he was planning an
official visit to Damascus.

While rhetoric between Iran and
the West has ratcheted up over Teh-
ran’s refusal to abandon its nuclear
program, Syria has steered a more
pragmatic course, a trademark of

Mr. Assad and his long-ruling father.
“Syria is getting out of this isola-

tion. Syria is being rehabilitated,”
says Hilal Khashan, a political sci-
ence professor at Lebanon’s Ameri-
can University of Beirut. “Bashar As-
sad is a political survivor.”

It also appears to be a move
aimed at positioning Syria as a
steady and moderate hand in the re-
gion, analysts say.

“Syria has been trying to pro-
mote itself as a country that can sta-
bilize” the region, says Syrian politi-
cal analyst Sami Moubayed.

Some analysts believe that Syria
is also seeking guarantees that the
outcome of an international tribu-
nal into the 2005 killing of former

Lebanese Prime Minister Rafik Har-
iri will spare the regime and those
close to it. A United Nations-
backed investigation implicated
Syrian intelligence officials in the
murder. Syria denies involvement.
 —David Gauthier-Villars in Paris

contributed to this article.

Ingrid Betancourt sought Colombia’s
presidency in 2002 and may run again.

7
INTERNATIONAL

ECONOMY & POLITICS

Syrian President Bashar Assad, right,
shakes hands with French President
Nicolas Sarkozy in Paris on Saturday.
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Rich countries’ slowdown
will get worse, OECD says
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Andfs. Japo JP EQ AND 07/10 JPY 652.34 –15.6 –30.1 –9.9
Andfs. Plus Dollars US BA AND 07/10 USD 10.09 –5.8 –6.6 1.3
Andfs. RF Dolars US BD AND 07/10 USD 11.33 0.1 1.0 2.9
Andfs. RF Euros EU BD AND 07/10 EUR 10.53 –4.7 –6.2 –2.4
Andorfons EU BD AND 07/10 EUR 14.19 –7.2 –10.4 –4.3
Andorfons Alternative Premium OT OT AND 05/31 EUR 114.88 –1.0 –0.2 3.1
Andorfons Mix 30 EU BA AND 07/10 EUR 10.48 –9.6 –12.2 –2.7
Andorfons Mix 60 EU BA AND 07/10 EUR 11.19 –15.1 –17.1 –3.2

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 07/04 USD 225069.09 –13.7 –16.1 5.5

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P EU BA LUX 07/11 EUR 10.46 0.9 0.1 3.5
DJE-Absolut P GL EQ LUX 07/11 EUR 225.11 –10.8 –12.2 4.8
DJE-Alpha Glbl P EU BA LUX 07/11 EUR 188.90 –7.6 –8.4 5.5
DJE-Div& Substanz P GL EQ LUX 07/11 EUR 217.31 –8.8 –12.7 5.8
DJE-Gold&Resourc P OT EQ LUX 07/11 EUR 186.12 –0.7 4.4 3.4
DJE-Renten Glbl P EU BD LUX 07/11 EUR 120.11 –1.6 –1.9 0.7
LuxPro-Dragon I AS EQ LUX 07/11 EUR 128.04 –29.2 –16.0 NS
LuxPro-Dragon P AS EQ LUX 07/11 EUR 125.55 –30.6 –17.5 NS
LuxTopic-Aktien Europa EU EQ LUX 07/11 EUR 16.08 –16.6 –13.1 3.1
LuxTopic-Pacific AS EQ LUX 07/11 EUR 17.14 –20.2 –17.7 6.6

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 07/10 EUR 76.78 –30.0 –35.7 NS

(Lux) E Eur ConvgnceUSD EE EQ LUX 07/10 USD 92.56 –25.1 –26.3 NS
(Lux) Russian EUR EE EQ LUX 07/10 EUR 96.99 –14.8 –10.6 NS
(Lux) Russian USD EE EQ LUX 07/10 USD 116.89 –8.8 2.5 NS
Balkan Fund EE EQ SWE 07/10 SEK 21.58 –35.3 –35.2 8.2
Baltic Fund EE EQ SWE 07/10 SEK 63.56 –13.7 –20.9 6.3
Eastern European Fund EU EQ SWE 07/10 SEK 44.01 –19.7 –16.4 11.2
Russian Fund EE EQ SWE 07/10 SEK 1508.47 –13.7 –6.7 15.2
Turkish Fund EE EQ SWE 07/10 SEK 6.21 –45.9 –39.9 –3.0

n HERITAGE FUND MANAGEMENT
info@heritagefunds.ch www.heritagefunds.ch
HF-China Abs Ret OT OT CHE 07/10 CHF 94.09 –37.7 –35.5 NS
HF-World Bds Abs Ret OT OT CHE 07/10 USD 85.70 –6.1 6.3 4.0

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 05/30 USD 66.59 3.5 44.6 45.2
EFG-Hermes MEDA* GL EQ BMU 05/30 USD 39.59 9.4 41.6 34.8
EFG-Hermes Telecom OT EQ BMU 05/30 USD 35.57 –7.1 3.6 23.8

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 07/10 USD 304.45 –2.3 1.1 6.3
Sel Emerg Mkt Equity GL EQ GGY 07/10 USD 232.10 –14.2 –7.4 15.7
Sel Euro Equity EUR US EQ GGY 07/10 EUR 111.75 –23.5 –31.2 –7.1
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Aluminum price takes off
Power woes in China
cut output and raise
doubts on new plants
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Source: Thomson Reuters via WSJ Market Data Group
Aluminum ingots at the Henan branch of 
Aluminum Corp. of China

Aluminum
London Metal Exchange price for delivery 
three months from now.

Friday: $3,340 per ton
Year-to-date change: up 39%
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By Elisabeth Behrmann

Power shortages that forced Chi-
nese producers to cut output by as
much as 10% have pushed aluminum
prices to records—and revived fears
about whether all expansion plans
will materialize.

Three-month aluminum traded
on the London
Metal Exchange hit
a record $3,380.15 a
ton Friday; the offi-
cial price was set at

$3,340, up 39% since the start of the
year.

“We think the situation is rather
serious. The power shortages span
several provinces, and this news
comes on top of current cuts to alumi-
num production in China,” said
Yingxi Yu, an analyst at Barclays Capi-
tal in Singapore. “The concerns go be-
yond the immediate production cuts.
It will be difficult for new capacity to
come through.”

China’s aluminum industry has
grown exponentially in the past few
years, adding about 35% of capacity
last year alone to 12.6 million metric
tons. Analysts expect growth of a
further 20% to about 15 million tons
this year.

Twenty aluminum smelters in
China, including Aluminum Corp. of
China Ltd., or Chalco, plan to cut out-
put by 5% to 10% over the next
month, resulting in output losses of
about 80,000 tons. Together, they ac-

count for about 70% of China’s alumi-
num-production capacity.

Citigroup recently raised its 2009
price forecast to above $4,000 a ton,
citing risks from power shortages
and rising electricity prices. Electric-
ity accounts for about one-third of
the cost of production, making alumi-
num the metal most vulnerable to
the global energy-price crunch.

“This is why we are expecting an
aluminum price of US$2 a pound in
2009. We suspect a lot of [China’s
new] capacity will not be commis-
sioned because of power shortages,”
said Alan Heap, Citigroup’s Sydney-
based managing director of global
commodities.

On the surface, the aluminum
market is very well supplied and
shouldn’t bat an eyelid at the pros-
pect of losing about 80,000 tons of
supply. There are well over one mil-
lion tons of stocks in LME ware-
houses.

But the escalating price of oil,
record prices for coal that could
force high-cost smelters to shut and
a string of production disruptions in
China, South Africa and New Zealand
are overshadowing the market’s pro-
duction surplus, which Macquarie
Bank currently pegs at 800,000 tons.

That supply overhang could
erode fast should China’s power prob-
lems prove protracted, and even
more so if expected new capacity
doesn’t come online.

“Chinese capacity growth ac-
counts for the lion’s share of world ca-
pacity growth over the next four
years. With Chinese power supply
likely to be problematic, a portion of

the Chinese expansion must come un-
der question, just as they have in
South Africa in recent months,” BNP
Paribas analyst David Thurtell said
in a note to clients.

Earlier this year, power shortages
tied to disruptions to coal supplies
and a lack of investment in new grid
capacity forced South African state
utility Eskom Holdings to reduce
electricity supply to BHP Billiton’s
smelters in the region. The country’s
troubles also indefinitely delayed
plans for Rio Tinto’s 360,000-ton Co-
ega smelter.

Should aluminum stocks erode to
critically low levels, prices could
more than treble, based on what has
happened to other base metals like
copper. Said Mr. Thurtell: “$4,000 or
more for a ton of aluminum seems
just a matter of when, not if.”

News of the cutback—and specu-
lation that it will last longer than one
month—comes as China trade data
for June show high levels of export of
aluminum and aluminum products.

Since 2006, the Chinese govern-
ment has progressively repealed ex-
port rebates on primary aluminum
metal and moved to impose an ex-
port tax in order to discourage fur-
ther growth in the energy-intensive
sector. But rebates on aluminum
products are still in place.

Should power problems result in
a shortage of aluminum in China and
the government then move to fur-
ther discourage exports, the rest of
the world will face a large deficit, Mr.
Thurtell said. Prices then could aver-
age $3,750 a ton next year, he said.

By Shefali Anand

Despite the sharp rise in oil
prices, bargains are bubbling in ma-
jor oil stocks.

The stock price of major oil compa-
nies hasn’t kept pace with the price of
a barrel of oil, which is now 95% more
expensive than 12 months ago. Inves-
tors are skeptical that majors such as
Exxon Mobil Corp. and Royal Dutch
Shell PLC, which do everything from
drilling oil to refining it to selling it,
are going to have big futures. The
stocks are actually down this year.

Analysts make a case for buying
major oil-company stocks for the
short- to medium-term. One reason
is that these stocks are trading at low
price-to-earnings ratios, relative to
the market and historically.

Also, should oil prices move
lower, these stocks tend to hold up
decently. That is what happened in
the 1980s when crude prices fell with
a vengeance after the previous de-
cade’s surge, a pattern many expect
to recur eventually.

But for the long term, the outlook
for these stocks isn’t rosy, as they
face their biggest challenge: lack of
oil-production growth or even a de-
cline in output. Signs of this have
emerged in the earnings statements
of recent quarters, making some ob-
servers think these companies may
not even be around in 10 to 15 years.

A good proxy for what is happen-
ing to the oil majors is Exxon, the
world’s largest oil company by mar-
ket capitalization. Shares shed 58
cents to close at $85.48 Friday in New
York. It is now trading at a P/E of 11
based on trailing earnings, versus 21
for the Standard & Poor’s 500-stock
index. By contrast, more-specialized
Schlumberger Ltd., which provides
oil-field services such as drilling, is
trading at a P/E of nearly 23.

Exxon’s P/E has been in the range
of 10 to 13 since 2004, its lowest
level since the last time oil prices
rose, in the late 1980s and early
1990s, with the onset of the first Per-
sian Gulf War. Oil rose from about
$17 a barrel at the start of 1989 to
$28 by the end of 1990.

Today, “the majors, on the whole,
look pretty cheap,” says Justin Pe-
rucki, an energy analyst at research
firm Morningstar Inc., who assumes
a long-term price of oil at $85 to $95
a barrel for valuing these companies.

This pricing situation isn’t a new

phenomenon. Exxon and the oil ma-
jors have historically gotten less ex-
pensive when oil prices have shot up.
In 1973-74, when oil prices rose be-
cause of an oil embargo from the Mid-
dle East, Exxon’s earnings per share
doubled, but the P/E came down from
about 13 to five. Again in 1979-1980,
when oil spiked because of the revolu-
tion in Iran, Exxon’s per-share earn-
ings doubled, but its stock price
didn’t rise as much, so the P/E fell.

Charles Maxwell, a senior ana-
lyst at Weeden & Co. who has been
tracking oil stocks since 1968, says
this happened because the market
realized that the oil-price rises were
only temporary and didn’t bid up its
stock price too much.

This time, once more, investors
are skeptical that oil can stay at cur-

rent levels: Prices may not fall below
$100 a barrel but won’t stay above
$140, the consensus runs. That belief
has led to the discounting in major
oil stocks. Exxon’s earnings per share
have gone up 380% from 2003 until
the end of June, but the stock price is
up only 150% during this period. The
P/E has come down, from about the
low 20s to 11 more recently.

The large oil companies are hob-
bled by their diversity. While the ma-
jors’ main business of oil production
benefits from higher prices, their re-
fining units, which consume crude oil
to produce gasoline, suffer declining
margins because they can’t pass
higher costs on to consumers fast
enough. The good news is that, if
crude prices drop, the majors don’t
suffer unduly.

Big Oil’s low share prices
might present a bargain
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Cheap oil
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EU says Iran’s missile tests deepen concerns

By Emese Bartha

And Christopher Emsden

Spain on Friday confirmed it de-
cided against issuing a new 15-year
bond, citing market conditions that
have driven up borrowing costs for
governments with budgets that are
deemed especially vulnerable to the
economic slowdown.

Spain is among several nations
paying increasingly higher inter-
est than Germany, the region’s
benchmark government borrower,
to issue or refinance public debt.
Spain is rated triple-A, and the
spread on its long-term bonds
over German Bunds was only a few
hundredths of a percentage point
last year; it is now 0.29 percentage
point.

“We decided market conditions
are not appropriate for a long-term
bond issue,” Finance Minister Pedro
Solbes told a Madrid news confer-
ence, where he also said the Spanish
economy was nearly flat in the sec-
ond quarter. The Spanish economy

is rapidly slowing from a decade-
long boom, and the government is
promising fiscal stimulus.

The four countries paying the
highest premium over German gov-
ernment bonds to issue debt now
are Greece, Italy, Portugal and
Spain, according to the fixed-in-
come team at Crédit Agricole’s Ca-
lyon division. The Italian govern-
ment now has to pay 0.5 percentage
point more on 10-year debt than Ger-

many, up from a spread of 0.335 per-
centage point six months ago.

France is also sliding up the
spread curve, paying 0.2 percentage
point more than Germany for
10-year debt.

“In the near future, the main
driver continues to be global risk
sentiment,” said Jan von Gerich, an
economist at Nordea in Helsinki.

Diverging risk assessments of
governments also show up in euro-
zone corporate-bond markets. In
the past six weeks, spreads on credit-
default swaps, a proxy for default
risk, have jumped 1.22 percentage
points to 5.59 percentage points for
lower-rated European companies,
and widened 0.33 percentage point
to 1.02 percentage points for invest-
ment-grade companies, according
to Danske Bank.

Those costs, if they translate
into slowing employment growth,
will put further pressure on public fi-
nances of the euro zone’s weakest
economies. The corporate sectors
of Spain, France and Italy are highly
reliant on external finance, while
German firms largely rely on inter-
nally generated cash for growth, ac-
cording to Dresdner Kleinwort econ-
omist David Owen.
 —Jonathan House

contributed to this article.

U.S. officer visits Pakistan,
urges steps against militants

By Charles Forelle

BRUSSELS—The chief prosecu-
tor of the International Criminal
Court is expected Monday to charge
Sudan’s president, Omar al-Bashir,
with crimes against humanity for al-
legedly directing the campaign of
rape and murder that has plagued
the Darfur region for five years.

Aid groups and others say the
move will test the effectiveness of
the six-year-old court,
based in The Hague, as well
as the resolve of the inter-
national community to
bring Mr. Bashir to trial
and address a conflict the
U.S. has called genocide.

A person familiar with
the matter confirmed that
the chief prosecutor, Luis
Moreno-Ocampo, plans to
bring the charges Monday,
but it remained unclear
whether Mr. Moreno-
Ocampo will move against others as
well. A spokeswoman for Mr. Moreno-
Ocampo declined to comment.

The charges, brought as a result
of an investigation requested by the
United Nations Security Council,
could also complicate U.N. peace-
keeping missions in Sudan. Critics
have long said such prosecutions
risk inciting additional violence,
though many human-rights groups
support them.

The prosecution of Mr. Bashir
“just forces the international commu-
nity to act,” said David Crane, who as
the chief prosecutor of a special inter-
national tribunal for Sierra Leone in-
dicted Liberian President Charles
Taylor for crimes against humanity
and war crimes in 2003. “You can’t ig-
nore an indictment.”

The Darfur situation recalls Mr.

Crane’s decision to move on Mr. Tay-
lor at a time when diplomats were
still trying to end fighting in Sierra
Leone and Liberia. Today, he notes,
Mr. Taylor is in custody and Liberia
has a democratically elected presi-
dent. Mr. Crane supports indicting
Mr. Bashir now.

The formation of the ICC re-
flected the desire of much of the
world to put more emphasis on jus-
tice by establishing a permanent, in-

dependent body that
doesn’t owe fealty to politi-
cal and diplomatic con-
cerns. Besides Darfur, the
ICC has active cases in the
Democratic Republic of the
Congo, the Central African
Republic and Uganda.

Getting Mr. Bashir to
trial in The Hague won’t be
easy because the court has
no police force. Countries
would be obliged to turn
him over, but the U.N.

peacekeeping missions in the re-
gion aren’t charged with apprehend-
ing fugitives.

Sudan officials and members of
Mr. Bashir’s ruling National Con-
gress Party responded angrily over
the weekend, after the Washington
Post reported Friday that the presi-
dent would be charged with geno-
cide and other crimes.

Thousands of Sudanese rallied in
support of Mr. Bashir Sunday, snarl-
ing traffic in the Sudan capital Khar-
toum. A statement from the ruling
party, carried on state television,
called the expected indictment “irre-
sponsible, cheap political blackmail”
that would bring “more violence and
blood” to Darfur, according to wire-
service reports. Sudan, like the U.S.,
hasn’t signed up to the ICC.

—Jess Bravin in Washington
contributed to this article.

Sudan president to face
charges of war crimes

Spain backs off bond sale
Borrowing costs rise
for some EU nations
as economies falter

By David Gauthier-Villars

And Stacy Meichtry

PARIS—In the latest clash be-
tween religion and secular tradi-
tion in France, a court has denied
citizenship to a Moroccan woman
on the grounds that she practices a
radical form of Islam that pre-
vented her from assimilating
French culture.

In a recent ruling, the Conseil
d’Etat, France’s highest court, dis-
missed an appeal by Faiza
Mabchour to recognize her
right to become French be-
cause she is married to a
Frenchman.

The court said her reli-
gious practices are “not
compatible with the essen-
tial values of the French
community, notably the
principle of gender equal-
ity.” The court based its deci-
sion on immigration-police
reports saying she acted sub-
missively before her husband and
wore a garment that fully covered
her body and concealed her face, an
official at the Conseil d’Etat said.

Many devout Muslim women
wear headscarves, but only a small
minority hide the face, a custom of-
ten associated with the Salafi strain

of Islam practiced in Saudi Arabia.
Ms. Mabchour, who lives in a

suburb south of Paris, couldn’t be
reached on Friday. Neighbors said
she had left for a vacation in Mo-
rocco.

The ruling is the latest chapter
in France’s struggle to square its
secular ideals with the traditional
and religious beliefs of Europe’s
largest Muslim community.

The denial of citizenship for Ms.
Mabchour could exacerbate ten-

sions between France’s
Muslim community and the
country’s political estab-
lishment, since the ruling
essentially extends the de-
mands of French secular-
ism into what has been con-
sidered a private sphere—
the home. The ruling, is-
sued on June 27, was dis-
closed by a report in French
daily Le Monde on Friday.

French Muslim leaders
urged caution, however.

“I hope people won’t judge the en-
tire Muslim community of France
by this example,” said Moroccan-
born Mohamed Béchari, president
of the National Federation of
French Muslims. “Muslims are not
oppressed in France.”

The Conseil d’Etat ruling comes

as French President Nicolas
Sarkozy, who this week took the
reins of the European Union’s six-
month rotating presidency, is urg-
ing the 27-nation bloc to follow
France’s example and toughen its
immigration rules.

Mr. Sarkozy has introduced
measures aimed at better integrat-
ing France’s large immigrant popu-
lation into mainstream society. As
interior minister, he helped push
through legislation requiring im-
migrants seeking work visas to
speak French.

Since the beginning of the year,
immigrants must sign a “contract
of integration” that attests to
their support for French ideals
such as “laicite,” or “secularism,”
or risk expulsion. They must also
attend a day-long course on
French history.

Although France’s constitution
guarantees freedom of religion,
many French people regard reli-
gion as a private matter. That
strict separation between church
and state has come under severe
strain as the country’s growing
Muslim population seeks to ex-
press its religious traditions in
public settings.
 —Andrew Higgins

contributed to this article.

Muslim denied French citizenship

By Yochi J. Dreazen

ISLAMABAD, Pakistan—With vio-
lence in Afghanistan surging, the
top U.S. military officer made an un-
announced visit to Pakistan’s capi-
tal to press Pakistani leaders to
crack down on the militants destabi-
lizing both countries.

Adm. Mike Mullen, the chairman
of the Joint Chiefs of Staff, met with
Pakistan’s military and civil-
ian leadership Saturday
amid mounting U.S. con-
cerns about a sudden surge
in insurgent activity inside
Afghanistan. More Ameri-
can forces now die in Af-
ghanistan than in Iraq, and
the number of Taliban at-
tacks has increased mark-
edly in recent months.

In an interview, Adm.
Mullen said he told the Paki-
stanis that they needed to
take stronger steps against the Is-
lamic militants operating freely in
the country’s lawless tribal areas
and crossing into Afghanistan regu-
larly to carry out attacks.

“That border is more porous
than it was a year ago,” he said. “It’s
very important that action be taken
to respond to that.”

The visit comes amid rising ten-
sions between the U.S. and Paki-

stan’s new civilian government,
which has talked about seeking a po-
litical accommodation with the ex-
tremists rather than trying to kill or
arrest them.

Adm. Mullen and other senior
U.S. military officials believe Paki-
stan deserves much of the blame for
Afghanistan’s deteriorating secu-
rity situation. The officials say the
number of militants, including for-

eign fighters, crossing into
Afghanistan from Pakistan
has increased sharply in re-
cent weeks.

Gen. David McKiernan,
the American officer com-
manding 52,700 North Atlan-
tic Treaty Organization
troops across Afghanistan,
said in an interview Thurs-
day that militants have
“sanctuary areas” inside Pa-
kistan where they are able to
train fighters, gather weap-

onry and supplies, and send militants
across the border into Afghanistan.

Pakistani officials angrily reject
the U.S. criticism, noting Pakistani
troops have died battling extremists.
In a CNN interview Friday, Pakistani
Foreign Minister Shah Mahmood
Qureshi said it was an “exaggeration
to just pass the buck to Pakistan.”
 —Zahid Hussain

contributed to this article.
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The European Union raised con-
cerns about Iran’s announcement
that it had conducted missile tests,
and it stepped up calls on Tehran to
suspend uranium enrichment within
its disputed nuclear program.

“These missile tests can only re-
inforce the international communi-
ty’s concerns,” the French presi-
dency of the EU said. “The EU calls
on Iran to finally react to the entire
international community’s de-
mands as expressed in [U.N.] Secu-

rity Council resolutions to reach a
negotiated solution on the nuclear
issue,” it said of repeated calls for
Iran to curb uranium enrichment.

The West fears the enrichment
could lead to Iran getting the atom
bomb—a goal Tehran denies.

Also on Friday, Iran’s official
news agency said the country’s top
nuclear negotiator, Saeed Jalili, will
meet EU foreign-policy chief Javier
Solana to address Tehran’s disputed
nuclear program.

Friday’s report said Saeed Jalili

will go to Geneva to meet with Mr.
Solana on July 19. Their talks will fo-
cus on a package of economic and
technological incentives presented
to Iran by the U.N. Security Council’s
permanent members plus Germany.

Last week, Iran responded to the
EU but indicated that it has no plans
to stop enriching uranium—a key
Western demand.

European officials say they are
studying the response and consult-
ing with the U.S., Russia and China
on what to do next.
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Emg Mkts Debt I GL BD LUX 07/10 USD 14.77 –1.8 2.4 8.1
Emg Mkts Growth A GL EQ LUX 07/10 USD 39.37 –14.9 –5.8 17.0
Emg Mkts Growth B GL EQ LUX 07/10 USD 33.86 –15.4 –6.7 15.9
Emg Mkts Growth I GL EQ LUX 07/10 USD 43.13 –14.5 –5.0 18.0
Eur Blend A EU EQ LUX 07/10 EUR 13.77 –21.8 –29.1 –6.2
Eur Blend I EU EQ LUX 07/10 EUR 14.01 –21.4 –28.6 –5.4
Eur Growth A EU EQ LUX 07/10 EUR 8.36 –19.7 –24.9 –3.0
Eur Growth B EU EQ LUX 07/10 EUR 7.63 –20.1 –25.6 –4.0
Eur Growth I EU EQ LUX 07/10 EUR 9.01 –19.3 –24.3 –2.3
Eur Income A EU BD LUX 07/10 EUR 6.46 –4.8 –5.6 –1.9
Eur Income A2 EU BD LUX 07/10 EUR 11.36 –4.9 –5.7 –2.0
Eur Income B EU BD LUX 07/10 EUR 6.46 –5.2 –6.3 –2.6
Eur Income B2 EU BD LUX 07/10 EUR 10.68 –5.2 –6.4 –2.7
Eur Income I EU BD LUX 07/10 EUR 6.46 –4.6 –5.1 –1.4
Eur Strat Value A EU EQ LUX 07/10 EUR 10.61 –24.1 –33.4 NS
Eur Strat Value I EU EQ LUX 07/10 EUR 10.72 –23.7 –32.9 NS
Eur Value A EU EQ LUX 07/10 EUR 10.54 –24.2 –33.0 –8.0
Eur Value B EU EQ LUX 07/10 EUR 9.84 –24.6 –33.7 –9.0
Eur Value I EU EQ LUX 07/10 EUR 12.02 –23.9 –32.5 –7.3
Gl Balanced (Euro) A EU BA LUX 07/10 USD 20.08 –5.6 –2.6 NS
Gl Balanced (Euro) B EU BA LUX 07/10 USD 19.86 –6.0 –3.5 NS
Gl Balanced (Euro) C EU BA LUX 07/10 USD 20.00 –5.8 –2.9 NS
Gl Balanced (Euro) I EU BA LUX 07/10 USD 20.24 –5.2 –1.8 NS
Gl Balanced A US BA LUX 07/10 USD 18.29 –11.7 –11.8 1.1
Gl Balanced B US BA LUX 07/10 USD 17.65 –12.1 –12.7 0.1
Gl Balanced I US BA LUX 07/10 USD 18.78 –11.3 –11.1 1.9
Gl Bond A US BD LUX 07/10 USD 8.99 –0.8 3.4 4.6
Gl Bond A2 US BD LUX 07/10 USD 14.61 –0.6 3.4 4.6
Gl Bond B US BD LUX 07/10 USD 8.99 –1.3 2.3 3.5
Gl Bond B2 US BD LUX 07/10 USD 12.98 –1.1 2.4 3.5
Gl Bond I US BD LUX 07/10 USD 8.99 –0.5 4.0 5.2

Gl Conservative A US BA LUX 07/10 USD 15.79 –6.4 –5.1 2.1
Gl Conservative A2 US BA LUX 07/10 USD 17.24 –6.5 –5.1 2.2
Gl Conservative B US BA LUX 07/10 USD 15.78 –6.9 –6.0 1.1
Gl Conservative B2 US BA LUX 07/10 USD 16.63 –6.9 –6.0 1.2
Gl Conservative I US BA LUX 07/10 USD 15.79 –6.2 –4.5 2.7
Gl Eq Blend A GL EQ LUX 07/10 USD 15.27 –18.7 –21.2 –1.2
Gl Eq Blend B GL EQ LUX 07/10 USD 14.54 –19.1 –22.0 –2.1
Gl Eq Blend I GL EQ LUX 07/10 USD 15.91 –18.4 –20.6 –0.4
Gl Growth A GL EQ LUX 07/10 USD 55.40 –19.9 –17.6 –0.4
Gl Growth B GL EQ LUX 07/10 USD 46.94 –20.3 –18.5 –1.4
Gl Growth I GL EQ LUX 07/10 USD 60.79 –19.5 –17.0 0.4
Gl High Yield A US BD LUX 07/10 USD 4.42 –4.1 –3.2 5.5
Gl High Yield A2 US BD LUX 07/10 USD 8.19 –3.9 –3.2 5.6
Gl High Yield B US BD LUX 07/10 USD 4.42 –4.6 –4.2 4.5
Gl High Yield B2 US BD LUX 07/10 USD 13.36 –4.4 –4.2 4.5
Gl High Yield I US BD LUX 07/10 USD 4.42 –3.9 –2.7 6.1
Gl Plus F.Inc.S1 GL BD LUX 07/10 NOK 994.56 NS NS NS
Gl Strat Income A GL BD LUX 07/10 USD 14.14 –2.7 –3.1 1.1
Gl Strat Income A2 GL BD LUX 07/10 USD 15.37 –2.7 –3.2 1.1
Gl Strat Income B GL BD LUX 07/10 USD 14.14 –3.2 –4.0 0.1
Gl Strat Income B2 GL BD LUX 07/10 USD 15.02 –3.2 –4.1 0.1
Gl Strat Income C2 GL BD LUX 07/10 EUR 9.64 –10.3 –15.8 –9.6
Gl Strat Income I GL BD LUX 07/10 USD 14.14 –2.4 –2.5 1.7
Gl Strat Income I2 GL BD LUX 07/10 EUR 9.86 –9.9 –14.9 –8.7
Gl Strat Income I2 GL BD LUX 07/10 USD 15.56 –2.4 –2.6 1.6
Gl Value A GL EQ LUX 07/10 USD 14.44 –17.6 –24.7 –2.1
Gl Value B GL EQ LUX 07/10 USD 13.46 –18.1 –25.6 –3.1
Gl Value I GL EQ LUX 07/10 USD 15.18 –17.3 –24.2 –1.3
India Growth A EA EQ LUX 07/04 USD 85.46 –38.1 –11.4 20.8
India Growth B EA EQ LUX 07/04 USD 74.13 –38.4 –12.3 19.6
India Growth I EA EQ LUX 07/04 USD 88.06 –38.0 –11.2 21.2
Int'l Health Care A OT EQ LUX 07/10 USD 146.45 –10.7 –9.9 –0.4
Int'l Health Care B OT EQ LUX 07/10 USD 125.37 –11.2 –10.8 –1.4
Int'l Health Care I OT EQ LUX 07/10 USD 158.12 –10.4 –9.2 0.4
Int'l Technology A OT EQ LUX 07/10 USD 117.12 –17.4 –10.9 7.0
Int'l Technology B OT EQ LUX 07/10 USD 103.00 –17.8 –11.8 5.9

Int'l Technology I OT EQ LUX 07/10 USD 129.78 –17.1 –10.2 7.8
Japan Blend A JP EQ LUX 07/10 JPY 8651.00 –13.4 –27.7 –9.5
Japan Blend I JP EQ LUX 07/10 JPY 8797.00 –13.0 –27.1 –8.7
Japan Growth A JP EQ LUX 07/10 JPY 8515.00 –13.9 –28.1 –10.2
Japan Growth I JP EQ LUX 07/10 JPY 8659.00 –13.5 –27.5 –9.5
Japan Strat Value A JP EQ LUX 07/10 JPY 8793.00 –13.0 –27.5 –7.3
Japan Strat Value I JP EQ LUX 07/10 JPY 8920.00 –12.6 –26.9 NS
Real Estate Sec. A OT EQ LUX 07/10 USD 16.79 –15.9 –23.1 –9.4
Real Estate Sec. B OT EQ LUX 07/10 USD 15.58 –16.3 –23.8 –10.3
Real Estate Sec. I OT EQ LUX 07/10 USD 17.83 –15.5 –22.4 –8.6
Short Mat Dollar A US BD LUX 07/10 USD 7.91 –9.2 –10.6 –3.4
Short Mat Dollar A2 US BD LUX 07/10 USD 10.05 –9.1 –10.6 –3.4
Short Mat Dollar B US BD LUX 07/10 USD 7.91 –9.4 –11.0 –3.8
Short Mat Dollar B2 US BD LUX 07/10 USD 10.06 –9.5 –11.1 –3.9
Short Mat Dollar I US BD LUX 07/10 USD 7.91 –8.9 –10.1 –2.8
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Andfs. Emergents GL EQ AND 07/10 USD 18.20 –14.3 –7.2 17.4
Andfs. Espanya EU EQ AND 07/10 EUR 13.89 –21.3 –19.6 0.6
Andfs. Estats Units US EQ AND 07/10 USD 17.08 –15.9 –15.0 0.6
Andfs. Europa EU EQ AND 07/10 EUR 8.64 –22.1 –25.4 –5.1
Andfs. Franca EU EQ AND 07/10 EUR 10.71 –23.8 –29.5 –8.6
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NS GREIFF Oppenheim Asset EURiLuxembrg 7.25 10.88 15.83 NS
special sit Fund OP Inc Mgmt Services S.à r.l.

5 Carmignac Carmignac Gestion EURiFrance 3.17 –1.14 19.12 28.64
Euro-Entrepreneurs Acc

5 Oak Tree Internationale EURiLiechtnstn –6.07 –3.92 NS 26.54
Small & Mid Caps Europe B Fondsservice AG

NS Squad Axxion S.A. EURiLuxembrg –4.36 –5.40 16.87 NS
Capital - Squad Growth Acc

4 Kapitalfonds Luxemburger EURiLuxembrg –6.21 –9.69 13.49 NS
LK Family Business R Inc Kapitalanlagegesellschaft SA

1 Scherrer IFM Independent EURiLiechtnstn –6.85 –13.24 –0.77 NS
Small Caps Europe Acc Fund Management AG

4 Oddo Avenir Oddo Asset EURiFrance –12.74 –13.63 11.61 25.46
Europe A Acc Management

2 CS EF (Lux) Credit Suisse AM EURiLuxembrg –8.14 –13.71 8.47 22.52
Small Cap Europe B Acc Fund Service

5 AXA Europe AXA Investment EURiFrance –8.51 –14.05 10.13 28.12
Small Cap Acc Managers Paris

3 Metzler Metzler Ireland EURiIreland –10.26 –16.87 8.58 25.82
European Smaller Companies Inc Ltd.

Bargains emerge in India
Real-estate sector
attracts a closer look
as shares are battered

India’s Sensex falls 3.3%, led by tech issues

THE INTERNATIONAL INVESTOR
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By Vibhuti Agarwal

and Jackie Range

NEW DELHI—Amid the debris of
a battered Indian real-estate sector,
some analysts say investment bar-
gains may be emerging. Their favor-
ites: blue-chip property companies
DLF and Unitech.

This has been a miserable year
for Indian property
stocks. Rising infla-
tion and interest
rates have deliv-
ered a double

whammy: Capital is more expensive,
and consumers are scaling back
spending.

“The real-estate sector has been
witnessing a cash crunch,” says Sha-
leen Silori, a real-estate associate at
ICICI Securities in Mumbai.

As a result, Indian real-estate
stocks have taken a bashing. So far in
2008, shares of key players DLF and
Unitech have skidded 58% and 61%,
respectively. In comparison, India’s
benchmark index, the Bombay Stock
Exchange’s Sensex, is down 33%.

Property companies have been
hit hard because they are vulnerable
to a downturn from two directions.
Borrowing is becoming more expen-
sive as interest rates rise. At the
same time, raising fresh funds in eq-
uity markets isn’t easy either: In-
dia’s market for initial public offer-
ings is lackluster, and both Unitech
and DLF have delayed plans to raise
money through real-estate-invest-
ment-trust issues in Singapore.

More expensive credit can be a
particular problem for property com-
panies, because they often borrow a
large portion of their land-develop-
ment outlays up front and depend on
advance sales to repay loans.

But on the demand side, rising in-
flation—running at an annual rate of
11.89% for the week ended June
28—and higher interest rates, which
have jumped to 11% from 7.5%-8%
three years ago, mean many consum-
ers are putting real-estate pur-
chases on the back burner. A rise in
mortgage rates would affect residen-
tial-property purchases and lead to
delay in some project launches, say
analysts at Macquarie in Mumbai.

Meanwhile, costs for steel and ce-
ment, two key building materials,
have been rising.

Given that gloomy environment,
some sector watchers say investors
should stick with India’s biggest real-
estate companies, whose share per-
formance they expect to improve
over the longer term.

“DLF is a real-estate company
with relatively greater stability,”
says Deven Choksey, managing direc-
tor of K.R. Choksey Securities in
Mumbai. Delhi-based DLF, India’s
biggest real-estate company by mar-
ket capitalization, is well diversi-
fied, selling property in the housing,
commercial, multiplex and retail sec-
tors, he notes.

The company has steady sales, un-
like some of the smaller companies
in the sector. DLF is also adequately

capitalized, Mr. Choksey says, and
“provides a robust business model.”

Last week, DLF’s board approved
an 11 billion rupee ($257 million)
share-buyback plan aimed at boost-
ing investor confidence after the
stock price fell below its IPO level.
The plan involves a buyback of 22
million shares at a maximum price of
600 rupees each. Prior to the board’s
approval, some investors reacted
negatively when Macquarie said in a
report that it felt the proposed buy-
back was negative for DLF’s cash
flow. On July 3, DLF shares tumbled
9.9%.

To some analysts, DLF shares
look attractive after this year’s
sharp fall. Mr. Choksey, who recom-
mends the stock, has a 12-month tar-
get of 800 rupees. He says the price-
earnings ratio for the stock for the
current year, which ends March 31,
2009, is less than eight, which he
calls attractive. Analysts at Citi-
group rate Unitech, India’s second-
biggest real-estate company by reve-
nue, a “buy” too. They cut their 12- to
15-month target for Unitech to 375
rupees from 454 rupees in April. The
reduced target is 98% above the
level at which Unitech shares closed
Friday, 189.15 rupees.

Unitech, based in Gurgaon, re-
ported on June 27 that net profit for
the quarter ended March 31 fell 52%
from a year earlier, to 3.6 billion ru-
pees. Citigroup estimates Unitech’s
P/E ratio at 17.6 times for the year
ending March 2009 and 12.8 times
for the following year, which they
consider attractive. Stock analysts
say Unitech, which listed earlier

than DLF and which publicly sold a
larger percentage of its shares, has
steadily had a higher P/E ratio than
DLF.

In India, there are bears who
think things could get even worse
for property investments, including
stalwarts like DLF and Unitech.
Shailesh Kanani, an analyst with An-
gel Broking in Mumbai, says both
stocks should be avoided: “It would

not be good to invest in DLF and
Unitech at the moment, as an under-
performance of this sector is highly
likely for the next six to 12 months.”

Mr. Kanani says that real-estate
companies need to lower the selling
prices of homes in order to revive de-
mand. Once they have done that, he
contends, the situation for property
companies “is likely to become more
stable.”
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By Tuhin Kar

And V. Phani Kumar

Sharply slower-than-expected
growth in India’s industrial output
coupled with inflation running at a
13-year high sent the country’s
stock market tumbling 3.3% Fri-
day.

The Bombay Stock Exchange’s
30-stock Sensitive
Index, or Sensex,
skidded by its larg-
est loss since
J u l y 3, to

13469.85. Despite the fall, however,
it ended the week up 0.1%, enough

to snap a seven-week losing streak.
Growth in Indian industrial out-

put slowed to 3.8% in May from a
year earlier, compared with 6.2% in
April and economists’ expected
growth of 6.9%. Inflation hit 11.89%
for the week ended June 28, the
highest since 17.1% in the last week
of March 1995 and slightly higher
than forecasts.

Infosys Technologies slid 7.2%
despite improving its outlook for
earnings and revenue in the fiscal
year that began in April. Some said
the shares fell because the soft-
ware firm didn’t raise its annual
revenue guidance when measured

in U.S. dollars, raising concerns
that it may get fewer orders be-
cause of an economic slowdown in
the U.S., its biggest market. Others
attributed it to traders booking
profits.

Tata Consultancy Services
dropped 8%, and Satyam lost 7.2%.

Banks and utilities fell on con-
cerns that a continued rise in infla-
tion and likely further monetary
tightening by the central bank may
slow the economy. Housing Devel-
opment Finance fell 5.5%, and
ICICI Bank declined 4.1%.

In Hong Kong, the Hang Seng In-
dex rose 1.7% to 22184.55, capping

a week that saw it climb 3.6%. The
Hang Seng China Enterprises In-
dex gained 2.1% to 12306.99. But
China’s Shanghai Composite
dropped 0.7% to 2856.63.

South Korea’s Kospi rose 2% to
1567.51. Samsung Electronics
gained 1.4%. For the week, how-
ever, the index fell 0.7%, its sixth
straight weekly loss.

In Tokyo, the Nikkei Stock Aver-
age eased 27.52 points to 13039.69.
Inpex Holdings added 3.3% as oil
prices rose.
 —Rumman Ahmed

and Romit Guha
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
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S
eldom does news about Iran
give cause for rejoicing, but all
who value human rights and de-
mocracy can celebrate the re-
cent escape to freedom of dissi-

dent Ahmad Batebi.
InJuly 1999, Mr. Batebi was one of thou-

sands of Iranian students who took to the
streets to protest the “reformist” govern-
ment’s disregard for press freedom and
other basic liberties. During six days of
demonstrations, the government killed
multiple protesters, injured hundreds
and imprisoned more than a thousand.

Mr. Batebi’s “crime” was to be photo-
graphed holding up the bloodstained shirt
of fellow student Ezzat Ebrahim-Najad,
who had been beaten and killed by plain-
clothes government paramilitaries. When
the photograph appeared on the cover of
The Economist magazine under the head-
line “Iran’s second revolution?” it became
iconic—and Mr. Batebi’s death warrant.

In secret court proceedings, Mr. Batebi
initially was sentenced to death for “creat-
ing street unrest” and endangering Ira-
nian national security. After international
protest, the sentence was reduced first to
15 years and then 10 years in prison. Held
in solitary confinement, deprived of sun-
light and beaten with cables, Mr. Batebi
suffered strokes, seizures, dislocations of
his hips and injury to his brain.

This spring the regime allowed him a
furlough to receive treatment. Rather
than return to Evin Prison, Mr. Batebi es-
caped to Iraq. In late June, he flew
through Vienna to Washington, D.C.

Shortly after his arrival in the U.S. Mr.
Batebi gave an interview to the Voice of
America, which broadcast it to his home-
land. He said: “I wish each and every Ira-
nian could travel abroad, come to the U.S.
or go to Europe, for just one week, and feel,
smell, and breathe freedom, human dig-
nity, and realize the value of their lives.”

I
nvestors continued to flee Fannie
Mae and Freddie Mac Friday, al-
most as frantically as the political
class tried to reassure everybody
there was nothing to worry about.

Allow us to sort the good (there isn’t
much) from the ugly.

In the good category, Treasury Secre-
tary Hank Paulson swatted back reports
of a government “nationalization” of the
companies—which would mean making
explicit what has long been an implicit tax-
payer guarantee of their liabilities. This
would instantly add $5 trillion in liabili-
ties to the federal balance sheet, doubling
the U.S. public debt burden and putting
America’s AAA credit rating at risk. This
is the nightmare scenario for taxpayers.

Less reassuringly, Mr. Paulson said,
“our primary focus is supporting Fannie
Mae and Freddie Mac in their current
form as they carry out their important
mission.” This suggests that Treasury
thinks the two companies have enough
capital, or can raise enough in private
markets, to ride out any mortgage losses.
We’re not so sure, and neither are inves-
tors, who have kept bidding Fan and Fred
shares to new lows on fears of insolvency.

The most immediate danger is that in-
vestors will shrink from rolling over the

debt of the two companies, leading to a
run a la Bear Stearns. Mr. Paulson is try-
ing to reassure people that the compa-
nies are sound, but after Bear everyone
has the heebie-jeebies. With so much on
the line, we’ve been suggesting that Trea-
sury and Congress step up now with a
public capital injection to help the com-
panies ride out their losses.

Yes, this would mean put-
ting some taxpayer cash up
front, but in the cause of
avoiding the far greater risk
of a collapse or Bear-like
run. If the capital injection
was made in the form of a
subordinated debt or preferred stock of-
fer, taxpayers would get a stake in the
companies and some return on their in-
vestment once the crisis passes.

We haven’t suddenly become social-
ists. What U.S. taxpayers need to under-
stand is that Fannie and Freddie already
practice socialism, albeit of the dishon-
est kind. Their profit is privatized but
their risk is socialized. We’re proposing
a more honest form of socialism, with
the prospect of long-term reform.

In return for putting up the cash, the
taxpayers would also need some reassur-
ance that this Fan and Fred debacle

couldn’t happen again. Thus their regula-
tor would need the power to shrink their
portfolios of mortgage-backed securi-
ties that have made them such high-risk
monsters, and ultimately to wind the
companies down. Apart from outright
failure, the worst scenario would be a
capital injection that left the companies

free to commit the same
mayhem all over again two
or 10 years from now.

Now we get to the ugly:
Congress. On Friday, Demo-
cratic Senate Banking Chair-
man Christopher Dodd de-
clared that Fannie and Fred-

die are “fundamentally strong,” that
fears about their capital are over-
wrought, and that “this is not a time to be
panicking about this. These are viable,
strong institutions.” Yet he also said that
one option under discussion is to let the
two companies borrow from the Federal
Reserve’s discount window.

In other words, Mr. Dodd says the com-
panies are so safe that the Fed may have to
rescue them. What he really wants to do is
to pass the buck—literally—to the Fed so
he and Congress don’t have to appropri-
ate taxpayer money up front. Opening up
the window would nonetheless be a giant

step toward an explicit taxpayer guaran-
tee of Fannie and Freddie debt. It would
further poison the Fed’s balance sheet,
not to mention get it tangled up in the poli-
tics of the mortgage markets in a way that
would jeopardize Fed independence.

And speaking of ugly, Friday’s markets
showed one more nasty side effect of the
Fannie Mae panic: fear of rising inflation.
Gold popped by $23 an ounce, and at $965
is back at the heights it reached during
the March run on Bear Stearns. Oil also
bounced up as the dollar fell, a sign that in-
vestors think the Fed will react to the Fan-
nie fears by delaying any monetary tight-
ening even longer than it already has.

If there’s any other good news in all
this, it is that the scandal of Fannie and
Freddie is at last coming into public fo-
cus. The Washington political class has
nurtured and subsidized these financial
beasts for decades in return for their cam-
paign cash and lobbying support. Wall
Street and the homebuilders also cashed
in on the subsidized business, and also
paid back Congress in cash and carry.

The losers have been the taxpayers,
who will now have to pay the price for
this collusion. Maybe the press corps
will even start reporting how this vast
confidence game could happen.

O
ne of the mysteries of the uni-
verse is why President Bush
bothers to charge the fixed
bayonets of the global warm-
ing theocracy. On

the other hand, his Adminis-
tration’s supposed “cowboy
diplomacy” is succeeding in
changing the way the world
addresses climate change.
Which is to say, he has forced
the world to pay at least
some attention to reality.

That was the larger mean-
ing of the Group of Eight summit in Japan
last week, even if it didn’t make the pa-
pers. The headline was that the nations
pledged to cut global greenhouse emis-

sions by half by 2050. Yet for the first
time, the G-8 also agreed that any mean-
ingful climate program would have to in-
volve industrializing nations like China

and India. For the first time,
too, the G-8 agreed that real
progress will depend on
technological advance-
ments. And it agreed that
the putative benefits had to
justify any brakes on eco-
nomic growth.

In other words, the G-8
signed on to what has been

the White House approach since 2002.
The U.S. has relied on the arc of domestic
energy programs now in place, like fuel-
economy standards and efficiency regu-

lations, along with billions in subsidies
for low-carbon technology. Europe
threw in with the central planning of the
Kyoto Protocol—and the contrast is in-
structive. Between 2000 and 2006, U.S.
net greenhouse gas emissions fell 3%. Of
the 17 largest world-wide emitters, only
France reduced by more.

So despite environmentalist sancti-
mony about the urgent need for Presi-
dent Bush and the U.S. to “take the lead”
on global warming, his program has done
better than most everybody else’s. That
won’t make the evening news. But the
fact is that the new G-8 document is best
understood as a second
look at the “leadership”
of . . . you know who.

The G-8 also tends to
make grand promises
that evaporate as soon
as everyone goes home.
This year, picking up the
“accountability” theme
pressed by the U.S., en-
voys grudgingly ac-
cepted a plan that will
track—and publicize—
how well countries are living up to their
word. So when the G-8 endorsed green-
house reduction “aspirations” that are
“ambitious, realistic and achievable,” the
emphasis fell on the last two attributes.

It is not at all clear that huge expendi-
tures today on slowing emissions will
yield long-run benefits or even slow emis-
sions. Research and development into
sources of low-carbon energy is almost
certainly more useful, and the G-8 pledged
more funding for “clean tech” programs.

The G-8 also conceded that global-
warming masochism is futile and painfully
expensive. If every rich country drastically
cut CO2, those cuts would be wiped out by
emissions from China and India. “Carbon
leakage” isa major problem too,where cut-
backs in some countries lead to increases

in others with less strict policies, as manu-
facturing and the like are outsourced. This
whack-a-mole won’t stop without includ-
ing all 17 major economies, which together
produce roughly 80% of global emissions.

Much to the ire of Kyotophiles, Mr.
Bush started this rethinking last year
when he created a parallel track for talks
on a post-2012 U.N. program, luring
China and India to the table with more
practical options. But developing coun-
tries, led by that duo, still refused to sign
on to the G-8’s 2050 goal. They aren’t ea-
ger to endanger their growth—and lift-
ing people out of poverty—by acquiring
the West’s climate neuroses.

The irony is that Kyoto has handed
them every reason not to participate. Eu-
rope knew all along that it couldn’t meet
its quotas, so it created an out in “off-
sets.” A British factory, say, buys a credit
to pay for basic efficiency improvements
in a Chinese coal plant, like installing
smokestack scrubbers. This is a tax on the
Brits to make Chinese industries more
competitive. Sweet deal if you can get it.

It gets worse. The offsets are routed
through a U.N. bureaucracy that makes
them far more valuable in Europe than
the cost of the actual efficiency improve-
ments. So far, Kyoto-world has paid more
than Œ4.7 billion to eliminate an obscure
greenhouse gas called HFC-23; the neces-
sary incinerators cost less than Œ100 mil-
lion. Most of the difference in such
schemes goes to the foreign government,
such as China’s communist regime.

Given these perverse incentives, the
magical realism of Kyoto has backfired in
a big way. The global warming elite will
never admit this, because that would
mean giving up their political whip
against George Bush. But Kyoto II is al-
ready collapsing under its own contradic-
tions. By sticking to a more realistic alter-
native, this reviled President has handed
his green opponents a way to save face.

Kyoto’s Long Goodbye

Review & Outlook

George W. Bush

Fannie Mae Ugly

Escape From Iran

The G-8
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Bush is right
about climate

change.

The political
class says

there’s nothing
to worry about.
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Fund managers suspect
broker-dealer conflicts
Survey shows concern
over trading costs;
more taking action

European group pushes on Libor

UniCredit beefs up its investment bank
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By Ben Wright

M ORE THAN two-thirds of Eu-
ropean fund managers be-
lieve conflicts of interest at

their brokers have hurt their trad-
ing activity, a higher proportion
than last year, according to a survey.

A heightened desire among insti-
tutional investors to punish con-
flicts in broker-dealers—most of
them investment banks—stems
from a greater focus on trading
costs. If an investment bank makes
trades with its own money based on
information it got from a client’s
trading order, that might increase
the trades’ impact on the market,
whereas fund managers generally
prefer to keep their trades as quiet
as possible.

The report, conducted by Rich-
ard Davies Investor Relations, sur-
veyed 123 fund managers through-
out Europe who represent Œ5.7 tril-
lion ($9.1 trillion) in assets under
management.

Of those who said they have de-
tected conflicts at their broker-deal-
ers, 22 have decreased trading activ-
ity and 13 have ceased dealing with
the broker concerned.

In general, 65% of respondents
said they had taken, or would con-
sider taking, action if they discov-
ered their broker-dealer had a con-
flict of interest, a figure up from
25% in 2007.

Nevertheless, three-quarters of
respondents said their preferred
three broker-dealers handle
roughly half of the fund-managers’
trades, roughly the same propor-
tion as in the survey last year.

While 23% of those surveyed
thought this proportion had in-
creased in the past year, 14%
thought it had decreased.

These figures suggest that fund
managers are putting a greater fo-
cus on making deals themselves
rather than relying on the invest-

ment banks to do it for them. But at
the same time, the fund managers in
the survey still rely on a few favored
broker-dealers to help them navi-
gate a market that has become more
complex and fragmented since last
year’s European Union financial re-
forms opened up many trading prac-
tices to competition.

“More houses are adopting exe-
cution management systems and
handling the execution of trades
themselves,” said Robert Board-
man, European head of algorithmic
sales for brokerage group Invest-
ment Technology Group Inc.

“That does not mean they will
not decide to execute some trades
through broker-dealers, but they
are more selective about which
trades they send to counterparties
and which they want to keep anony-
mous. The relationship between the
buy side and the sell side is not dis-
appearing, but it is altering. Broker-
dealers are adopting a more advi-
sory role,” Mr. Boardman said.

The survey revealed another
trend related to cutting the costs of
trading—an increasing tendency of
fund managers to track the costs of
trading separately from the costs of
the research behind the trade.
While 31% and 38% said they sepa-
rated these costs in 2006 and 2007,
respectively, 42% said they did so
this year.

Still, 58% of respondents don’t
separate the cost of execution ser-
vices and research.

“My own feeling is that there is
greater momentum for unbundling
in the U.K. and it will be several
years before the Continent catches
up,” Mr. Boardman said.

None of German fund managers
who responded to the survey sepa-
rate the cost of research and execu-
tion, whereas 83% of U.K. firms do.

Conflicted about conflicts
Fund managers have become increasingly wary of conflicts of interest in
their brokers, but still rely on brokers as guides through a fragmented market.

Sources: Financial News; Richard Davies Investor Relations

Question: Do you feel conflicts of interest at investment banks/brokers have 
a negative impact on your trading activity?

Answers Number of respondents Percentage of respondents

Yes, at most banks 29

Yes, at some banks 29

No 27

Total 85 100

Question: Have you ever taken or would you consider taking action due to the 
existence of conflicts of interest?

Answers Number of respondents Percentage of respondents

Yes, taken 25

Yes, consider taking 31

We have never taken, 30
nor would consider taking,
any action as a result of
perceived conflicts of interest

Total 86 100

34%

34

32

29%

36
35

By Natasha de Teran

The number of contributor
banks to Libor, the widely followed
interbank-lending benchmark,
should be nearly tripled to 43 from
from 16 as part of a series of
changes, according to a European
money-market association.

ACI, which bills itself as a lead-
ing global association of wholesale
financial-market professionals con-
tributing to market development,
has said the London-based British
Bankers’ Association should boost
the number of contributor banks, re-
view the benchmark’s definition
and carry out stricter supervision.

Godfried de Vidts, the president
of Euribor-ACI, the lending bench-
mark in the euro zone, wrote a letter
to BBA Chief Executive Angela
Knight saying his members wanted
“the continuation of the service pro-
vided by the indexes for various cur-
rencies, in particular the U.S. dollar
Libor, organized by the BBA as long
as your organization is willing to
look for a constructive dialogue.”

But, he said: “This can only be
achieved in a much broader arena,
similar to previous issues that have
been solved by having a wide but
manageable group of market practi-
tioners around the table from the Eu-
ropean Union as a whole.”

Libor is the world’s most widely
referenced interest-rate index and
is used as the basis for the settle-
ment of interest-rate contracts on
futures and options exchanges and
is written into standard derivative
and loan documentation.

Currently, U.S. dollar Libor is
fixed at the level at which 16 contrib-
utor banks perceive that they can
raise funds. A spokesman for BBA,
in response to ACI’s letter, said: “We
are carefully considering all re-
sponses and will comment at the
end of the consultation process on
how we have arrived at the deci-
sions—we are not prejudging any-
thing at this stage.”

By Matt Turner

UniCredit Group has appointed
three co-heads of investment bank-
ing and created the role of head of
investment banking for emerging
Europe, slightly more than a week
after buying a debt-advisory busi-
ness from the British asset-manage-
ment firm NewSmith Capital Part-
ners.

The Milan-based bank has
named Andreas Bohn, Bernhard
Brinker and Piergiorgio Peluso as
the three co-heads of investment
banking at its markets and invest-
ment-banking division.

Mr. Bohn had been head of glo-
bal financing within that division
since 2005. Mr. Peluso joined Uni-
Credit in October from Capitalia
SpA, where he led the corporate di-
vision, as head of investment bank-
ing for Italy. Mr. Brinker joined
from consultancy McKinsey & Co. in
November as a senior banker in Ger-
many.

The Italian bank has also an-
nounced that Alicja Kornasiewicz
has been appointed as head of the
newly established emerging Europe
area. Ms. Kornasiewicz had been re-
sponsible for UniCredit’s opera-
tions in Poland.

She will oversee operations in
all countries in Central and Eastern
Europe and Poland, except Turkey,
Russia and Kazakhstan.

The appointments follow the ac-
quisition of NewSmith Financial
Products early in July, with T.J. Lim,
chief executive of the debt-advisory
business, becoming co-head of mar-
kets at the Italian bank.

The bank said in June that it is
aiming to refine seven business ar-
eas, such as local fixed-income prod-
ucts and principal investments, and
expand six businesses to boost reve-
nue from markets and investment
banking over the next two years.
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By Ronan O’Sullivan Farrow

As U.S. congressional leaders disbanded
for the July Fourth holiday earlier this
month, the White House quietly released
travel schedules confirming that President
Bush will attend the opening ceremonies
of the Beijing Olympic Games. The careful
timing will not mute the impact of the de-
cision. As a rising tide of world leaders
boycotts the ceremony, Mr. Bush will lend
his imprimatur to a regime that continues
to jail dissidents and persecute religious
groups, back a criminal junta in Burma
and bankroll what Mr. Bush himself has de-
scribed as genocide in Darfur.

The White House has insisted that Mr.
Bush views the Olympics as an apolitical
sporting event. But he has chosen to partici-
pate in the one portion of the Games aimed
at showcasing the Beijing regime’s political
and economic primacy. A contingent of

world leaders is boycotting the ceremony,
including British Prime Minister Gordon
Brown, German Chancellor Angela Merkel,
United Nations Secretary-General Ban Ki
Moon, and Canadian Prime Minister
Stephen Harper. In the U.S., Barack Obama
and John McCain have taken strong posi-
tions. Sen. McCain has indicated he would
not have attended without significant re-
form on China’s part, while
Sen. Obama directly called Mr.
Bush to task for his decision.

China has historically re-
sisted international pressure.
But it has jumped to defend
the all-important Beijing Olym-
pics. The regime responded to
publicity linking Darfur to the
Games last year with startling
immediacy, hastily placing de-
fensive articles in U.S. newspa-
pers and lifting a longstanding veto threat
to allow the U.N. to authorize peacekeepers
for Darfur. With the Olympics an unprece-
dented point of leverage, an opening cere-
mony boycott may have been one of the few
gestures capable of moving Beijing.

Mr. Bush could have declined to attend at
little political expense. A boycott of the
opening ceremony would avoid targeting the
athletes competing in the Games. It would
send a powerful symbolic message—a clear
refusal to endorse mass murder, genocide
and religious persecution—without substan-
tively affecting economic or political ties.

Mr. Bush has passed up an opportunity,
but he still has the power to demonstrate
moral leadership. He should use his atten-
dance as a platform to press China to live

up to its reform promises, and join human-
rights groups in expressing hope that
Beijing will release political prisoners be-
fore the opening ceremony. He should reiter-
ate the pleas of other world leaders that
China use its unparalleled influence with
Sudan to halt the slaughter in Darfur.

Mr. Bush claimed that declining the invi-
tation would be “an affront to the Chinese

people.” In fact, not attend-
ing would have been a far
stronger show of solidarity
with individuals across China
who have been brutalized by
the Beijing regime. Baiqiao
Tang, who was imprisoned
for participating in the Ti-
ananmen Square protests in
1989, was one of several Chi-
nese dissidents urging lead-
ers not to whitewash

Beijing’s image. “I feel so sad,” he said last
week at City Hall in Manhattan, “that most
of the political leaders are going to go to
the opening ceremony of the Games with
Chinese Communist Party leaders.”

The U.S. has lost an opportunity to
stand up for the people of Darfur and
Burma, and for countless Chinese citizens
like Mr. Tang. But the Bush administration
still has a chance to serve as a moral voice
on their behalf, and to make good on its
professed commitment to defending de-
mocracy and freedom across the world.

Mr. Farrow, a student at Yale Law School,
has worked on human rights issues in Dar-
fur and on U.S.-Sino relations for the House
Foreign Affairs Committee.
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The Journal Interview with Elaine L. Chao / By Brendan Miniter

WASHINGTON—Secretary of Labor
Elaine L. Chao immigrated to the United
States on a cargo ship in 1961, when she
was 8 years old. The trip from Taiwan
took a month. It was no easy passage.

“My sister fell ill during the ocean jour-
ney,” she told me on a recent
afternoon in her spacious of-
fice. “Seventeen hundred nau-
tical miles, there were no doc-
tors on board and my mother
sat up for three nights and
three days, just continuously
soaking my sister’s body, lit-
tle body, with cold water” to
break her fever.

“So I see opportunities in
this country, perhaps, in a
slightly different way. . . .
America really is unique,”
she says. “It’s really a land of meritocracy,
where it doesn’t matter where you were
born, who you know. If a person works
hard, most of the time . . .”

There is speculation that the economy
could soon slip into recession as the coun-
try sheds jobs and faces a slumping hous-
ing market. Still, Ms. Chao points out that
the national unemployment rate remains
below where it averaged in the 1990s
(5.5% today versus 5.7% last decade). “Peo-
ple forget that,” she says.

Yet Ms. Chao seems most concerned
with the long-term trends that affect the
workforce. The old economy that relied
heavily on domestic manufacturing and
production is giving way to a modern econ-
omy based on technology and instant com-
munications. This change is empowering
workers, allowing them to work more flexi-
ble schedules and boost their productivity.
At the same time, it is also changing the
criteria required to get ahead—and forcing
a decline in union membership.

In 1979, 24.1% of American workers be-
longed to a union. Today only 12.1% do,
and the number falls to 7.5% for those who
do not work for the government. Whether
a worker has a college or even a high-
school diploma is now much more impor-
tant for lifetime earnings and employment

than whether he has a union card. Work-
ers with a bachelor’s degree earn, on aver-
age, more than $1,400 a week and have an
unemployment rate of just 2.2%. High-
school dropouts, by contrast, average just
$528 a week for full-time work and their

unemployment rate is 8.3%.
“We have a skills gap in this
country,” Ms. Chao said.

Ms. Chao seems to be con-
cerned that the country
could cease to be the land of
opportunity that drew her
parents decades ago. Con-
gress appears eager to im-
pose regulations that
could hurt the economy in
the name of helping those
who don’t have the skills
to compete. If these regula-

tions are enacted, Ms. Chao fears the “Eu-
ropeanization” of the American economy.

“I have a whole list here,” she says, of
what Congress could do to hobble eco-
nomic growth. Items on her list include
bills that would expand the Family Medical
Leave Act, force some employers to give
90 days notice before laying off workers
(up from 60 days now), and mandate mini-
mum paid sick leave. There’s also “compara-
ble worth,” a bill being pushed by Sen. Hill-
ary Clinton and others that would force
employers to pay the same wages
for different occupations. If these
regulations become law next
year, she believes it would make
it more difficult for employers to
adapt their workforce to a changing econ-
omy. “Only with our flexibility will there be
continued dynamism, vibrancy and opportu-
nities. We had young people in France riot-
ing at the age of 24 because they fear that
if they do not find a job by the age of 24
that they will never find a job for the rest
of their lives. That is so foreign to what
the American experience is all about.”

“The Eurozone countries and Japan
have not created as many jobs as America
has in the last seven years,” she adds.
“And their unemployment rate is double, if
not sometimes triple, that of the United

States. So the best way to help a worker
get a job . . . is to help them get recon-
nected to the workforce as quickly as pos-
sible because the longer they stay out, the
more things will change at the workplace
and the harder it will be for them to re-en-
ter the workforce.”

“Some in Washington want to increase
benefits, regulations and mandates and
that’s the European model. That is not the
path we want to follow long term.”

Ms. Chao says that when she attends
meetings with other labor ministers, “they
may not agree totally with our point of
view, but they all want to learn about how
America creates opportunities and jobs and
how the dynamism of our economy, the flexi-
bility of our economy creates opportunities.”

What does she tell them?

“That freedom works. It is universally
accepted that there needs to be open mar-
kets, transparency, low tax rates, less regu-
lation and the rule of law . . . in a world-
wide economy if there is not transpar-
ency, if there is greater taxation, if there
is greater regulation, capital and labor
will move.”

Ms. Chao has amassed a record conser-
vatives applaud—for example in year
seven of her tenure, her department’s bud-
get is slightly smaller than it was on year
one, even as workplace injuries have
fallen to all time lows. When I ask her
what role a labor secretary should play
now, her answer can be summed up in
two words: job training.

“We should really be called the depart-
ment of job training,” she says. After all,
the labor department spends more than
90% of its $50 billion entitlement budget
on it. The problem is that much of this
never reaches workers. Instead, it’s wasted
on overhead or spent on courses workers
don’t want to take.

So in her last months in office Ms.
Chao is pushing for more flexibility in how
job training funds can be used. “Would it
not make more sense if we allowed . . . the
worker to take that money and register at

a community college . . .
choose a course of their

own liking, preference?”
An even more important

issue is transparency. One of
Ms. Chao’s early initiatives was

to clean up decades-old regula-
tions that mired even good employ-

ers in costly litigation because the rules
were written for occupations that no
longer exist. “Straw boss” and “key
punch” are two that Ms. Chao rattled off.
“We in government have a responsibility
for ensuring that the regulations that we
issue are clear and understandable.”

Another of Ms. Chao’s transparency ini-
tiatives involved union financial disclo-
sure. Federal union disclosure rules have
been on the books since at least 1959. But
when Ms. Chao came into office in 2001,
many unions gave such vague descriptions
of their expenses that it was impossible to
track where they spent their money. One,
for example, listed more than $3.9 million
of expenditures as “sundry expenses.” Ms.
Chao tightened the disclosure rules and
then spent years fighting union objections
in court. In the end she won. Today unions
have to itemize expenses greater than
$5,000. This has made it easier for rank-
and-file members to keep tabs on their
own union officials. It has also led to more
than a little embarrassment, such as when
a disclosure form filed by the New York
City Ironworkers Local 40 in 2006 drew
media attention because it revealed that
the union spent $52,879 at a Cadillac
dealer for a “retirement gift.”

This no-nonsense approach to her job
and her faith in the flexibility of America’s
labor markets stem from Ms. Chao’s immi-
grant roots. Her parents fled the commu-
nist revolution in China in 1949 and settled
in Taiwan. As a sea captain nearly a decade
later, her father took the National Maritime
Master’s Special Qualification Examination
and scored so well that the Taiwanese gov-
ernment sponsored him to study in the U.S.
But there was a catch: The offer was for
him alone. He would have to leave his two
children and wife behind.

“They never hesitated,” she said, add-
ing that “my mother didn’t try to per-
suade my father not to go. In fact, it was
quite the opposite.

“He came and landed the day after
Christmas. He was alone for three years . . .
before he was finally able to bring us over.”

“How they knew what America stood
for, or where America was, is pretty im-
pressive to me—that this young couple
with no connections, no financial resources
to speak of, would dare to audaciously
dream that they could come to America.”

Mr. Miniter is an assistant features editor
at The Wall Street Journal.

‘I See Opportunities in This Country a Little Differently’
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By Robin Sidel

In April, American Express Co.
told investors that its financial re-
sults were deteriorating because
cardholders weren’t spending.

Now, some aren’t paying, either.
The economic slowdown is caus-

ing headaches for all financial insti-
tutions that issue
credit cards, but
the rising rate of
delinquencies and
charge-offs is par-

ticularly worrisome for AmEx,
which prides itself on being the fa-
vored card of the affluent.

The root of AmEx’s problem can
be found in the company’s lending
portfolio, which grew significantly
in the past few years, when credit
quality was exceedingly strong and
the rate of nonpayers tumbled to
historic lows. Known for its tradi-
tional charge cards that require cus-
tomers to pay their balances in full
each month, AmEx has spent much
of the past few years peddling
credit cards that allow customers
to carry a balance. AmEx’s lending
portfolio, which reflects the bal-
ances on those credit cards, stood
at $75.2 billion in the first quarter,
up 19% from the year-earlier pe-
riod.

That may be OK in good times,
when customers pay a minimum
balance each month and issuers col-
lect interest on the unpaid bal-
ances. But the strategy is being
tested now that the economy has
turned, and issuers are forced to
write off loans if customers can’t
pay at all.

Some AmEx investors sounded
an alarm about the strategy last
summer, when the company re-
ported a 21% increase in loan
growth in the second quarter of
2007. Those shareholders ex-
pressed concern that the growth
rate would come back to bite the
company in the form of higher delin-
quencies and charge-offs if the econ-
omy weakened. Just one month
later, capital markets began to crum-
ble, and the credit crisis is now tak-
ing aim at consumer lending.

Some 3.05% of AmEx cardhold-
ers were more than 30 days late on
their payments in May, up from
2.39% in the year-earlier period, ac-
cording to Keefe, Bruyette &
Woods. AmEx charged off 4.64% of
the company’s loans in May, up
from 3.73% a year ago. The data
track loans that have been securi-
tized by AmEx, which represent
about 40% of its total outstanding
loans and are considered an accu-
rate reflection of payment trends.

The problem for AmEx is that
these trends might accelerate
quickly because many credit-card
customers haven’t had their cards
for very long. That means AmEx
doesn’t know how they will behave
when times are tough. AmEx has is-
sued a slew of new credit cards in
recent years, including ones aimed
at twenty-somethings who rode
the wave of economic prosperity
but may now find themselves in a
more tenuous financial position.

That is far different from the sit-
uation at Discover Financial Ser-
vices, for example. Some 80% of Dis-
cover’s cardholders have been cus-
tomers more than five years, giving
the company’s management some
degree of comfort about payment
trends in coming months.

AmEx is now hustling to rein in
growth. But for investors who have

seen the company’s stock price tum-
ble by one-third in the past year,
the damage is already done.

Credit Crunch Opens
Path for Drug Makers

The credit crunch is opening an
unexpected window of opportunity
for pharmaceutical companies.

Speedel, one of Switzerland’s
most promising biotech start-ups,
threw in the towel last week and
surrendered its independence. The
reason: the company needed cash
to pay for the development of
drugs. And cash has become a
scarce commodity for unprofitable
young companies with little or no
revenue to attract investors.

Enter Novartis, the Swiss drug
giant. Like most pharmaceutical
companies, Novartis boasts a rich
cash flow from the sale of its pills.
Novartis got Speedel for the bar-
gain price of 907 million Swiss
francs ($892 million). The acquisi-
tion will probably pay for itself, be-
cause Novartis will no longer need
to pay Speedel its share of the prof-
its on Tekturna, a heart drug poised
to become a multibillion-dollar
product in a few years. And Novar-
tis also is getting Speedel’s promis-
ing pipeline of new drugs.

It looks like a perfect match. On
one side, there are cash-rich phar-
maceutical companies that lack a
pipeline of promising new products
and are facing competition from
cheap generics. On the other are
cash-strapped, small biotech com-
panies with promising experimen-
tal drugs.

This probably equals more
deals.
 —Anita Greil

By Carrick Mollenkamp

Barclays, indebted to Qatar for
help in a recent £4.5 billion

($8.94 billion) capital raising, is
trying to put to rest some other
less-friendly dealings with Qa-
tar’s ruling family.

In a bizarre legal caper that
has wended its way through
Spain’s legal system, Sheikh Ab-
dul Aziz Khalifa Al Thani, a minis-
ter in the Qatari Embassy in Paris
and half brother of the Qatari
emir, has alleged that a personal
assistant collaborated with a Bar-
clays branch manager in Mar-
bella, Spain, to steal Œ42 million
($66.8 million) from an account
Mr. Al Thani had set up in the
Spanish city. Some of the money
was routed to accounts in Switzer-
land and Luxembourg, according
to records and court documents
reviewed by The Wall Street Jour-
nal.

Those documents, which
cover bank transactions between
late 2001 and 2003, provide a win-
dow into the world of petrodol-
lars and wealth. Typically, such
disputes remain private. But Mr.
Al Thani has dug his heels in and
pursued the matter through the

courts during the past several
years to get his money back.

Lawyers for the bank and Mr.
Al Thani met in discussions
aimed at arranging a sit-down
between Mr. Al Thani and the
bank. That meeting hasn’t been
set.

The case—and efforts to set-
tle—have come to light amid
Barclays’s dependence on Qatar
as part of a June fund raising
that collected the £4.5 billion.
Among the investors who
agreed to purchase Barclays
shares were the Qatar Invest-
ment Authority and a company
that invests on behalf of Sheikh
Hamad bin Jassim bin Jabr Al
Thani, emir of the Persian Gulf
state. (The Al Thani half broth-
ers share the same father but
have different mothers.) A per-
son familiar with the Barclays
transactions said the dispute
hasn’t affected the Qatari invest-
ment in the bank.

Mr. Al Thani’s basic claim is
that the assistant forged his
boss’s name on paperwork to
set up a new Barclays account,
according to court documents.
The matter came to light after
Mr. Al Thani’s wife, concerned
she hadn’t seen a record for the
account, requested the records.
Mr. Al Thani filed a criminal com-
plaint in Spain against the per-
sonal assistant and the Barclays
branch manager, who no longer
works for the London bank. Mr.
Al Thani also filed a civil case in
the British Virgin Islands to re-

cover funds tied to the bank dis-
pute. The assistant and banker
have denied the allegations, a
court record shows. A Barclays
spokesman declined to comment,
citing the criminal investigation

In one court document, Mr. Al
Thani describes his back-
ground—“minister of finance and
petroleum” and “member of the
ruling family”—and then goes on
to say, “I have been the victim of a
major fraud.” Bank records show
that the bank account in question
was opened in late December and
within two months was over-
drawn by some Œ1.2 million after
checks were cashed for amounts
such as Œ310,000. In August 2002,
on a Friday, a check was cashed
for Œ1 million. The following Mon-
day, another check for cash total-
ing Œ1.5 million was processed,
bank records show.

Managing

Spat with Qatar
haunts Barclays
Bank is trying to settle case

in Spain over missing funds

after $8.94 billion infusion
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BBVA widens U.S. focus
Spanish bank plans
ambitious push
as rivals retrench

Data mining
Many U.S. companies are
changing bylaws to track
activist investors > Page 31

American Express sees
increase in bad accounts

Send comments to cityletter@wsj.com

*Doesn’t include the loss of Œ329 million 
for corporate activities.

Source: the company

Banking on new markets 
Breakdown of BBVA’s operating
profit, by business area

First-quarter 2008 = Œ3.03 billion*

Spain/
Portugal
36% 

Mexico
32%

South
America

14%

Wholesale banking/
asset management 12% 

U.S.
6%

Source: WSJ Market Data Group

DAILY SHARE PRICE

American Express (AXP)

Friday’s close: $39.21
52-week change: down 38%
Trailing P/E ratio: 11.74
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LETTER FROM THE CITY
News and insights from London’s financial center

MONEY & INVESTING

By Christopher Bjork

And Santiago Perez

MADRID—After initially focus-
ing on the Hispanic market in the
U.S., Spain’s Banco Bilbao Vizcaya
Argentaria SA is now preparing to
go mainstream.

Spain’s second-largest financial
company by market value after
Banco Santander SA is developing
an ambitious push into the Sun Belt
region at a time when local rivals
are retrenching after the collapse of
the subprime mortgage market.

BBVA is preparing to rebrand its
network of about 650 branches in
the region, most of them concen-
trated in Texas and Alabama, merg-
ing the financial institutions it pur-
chased over the past four years to
target a wider clientele.

The new brand, BBVA Compass,
will be rolled out progressively in
coming months through an invest-
ment of $30 million, recycling the
name of Compass Bank. BBVA ac-
quired Compass Bank, an Alabama-
based regional bank, for $9.6 billion
last year.

“Even though the business envi-
ronment is getting more difficult,
the timing is actually quite favor-
able for us,” said José María García
Meyer, head of BBVA’s U.S. division.
“Some banks are pulling out of
some markets because they don’t

have the liquidity or because they
are refocusing on core businesses.
Some are selling branches, and re-
trenching in businesses such as con-
sumer or car loans. Some players
will disappear.”

BBVA’s push mirrors the emerg-
ing presence of Spanish banks in the
global arena.

Along with rival Santander, BBVA
is one of the few big international
banks that has been able to duck the
subprime mortgage crisis, because
conservative Spanish regulation pre-
vented financial-services companies
from making significant invest-
ments outside their balance sheet.

After expanding aggressively
across Latin America over the past
decade, BBVA started to focus north
of the Rio Grande, creating a $65 bil-
lion bank franchise that after consol-

idating will be No. 4 in terms of mar-
ket share in Texas, behind estab-
lished players such as J.P. Morgan
Chase & Co., Bank of America Corp.
and Wells Fargo & Co.

“BBVA has invested more than
$12.2 billion in the U.S. since 2004,
configuring a leading regional fran-
chise in the Sun Belt,” BBVA Chair-
man and Chief Executive Francisco
González said at a recent meeting
with reporters. “We believe BBVA
has competitive advantages that it
can develop in the U.S. market by es-
tablishing its retail banking model.”

The Spanish bank’s integration
of Texas Regional, State National
Bank, Laredo National and Com-
pass seeks to mirror what the bank
does in its home market: concen-
trate on relationship banking,
which involves the same employee
selling a whole range of different
services to clients.

At BBVA, technology platforms
are adapted so that employees have
access to more data on customers,
enabling them to assess risk better.
In contrast, most U.S. banks tend to
separate different business lines.

BBVA is growing fast in seg-
ments where U.S. rivals are scaling
down. Home loans granted by its
U.S. banks have risen 26% so far this
year, compared with a drop of 17%
for the broader U.S. banking indus-
try. BBVA’s loan portfolio in the U.S.
expanded 28% so far this year.

But the Spanish bank’s U.S. pres-
ence is still too small for it to make a
significant impact in the country.
BBVA also has to confront a looming
recessioninSpain,itscorehomemar-
ket, after a decade-long property
boom went bust earlier this year.

HEARD ON
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For Barclays, Qatari ties face test.
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