
Dismal forecasts for European
growth underscored a rising
risk the region could slip into
recession this year, a fate the
U.S economy may have skirted
thanks to fiscal-stimulus pro-
grams. European policy makers
have largely refrained from
such measures and their strong
anti-inflation stance may be one
reason the euro-zone could see
a sharper slowdown now. Page 1

n Lehman Brothers tried to
fend off deepening gloom
about its future after a $3.9 bil-
lion fiscal third-quarter loss.
But analysts said it could face
further losses. Page 1

n The U.S. military will halt
a disputed $40 billion competi-
tion to replace its fleet of
aerial-refueling tankers in a
victory for Boeing. Page 1

n U.S. energy and tech stocks
gained on news from OPEC and
Texas Instruments. Banking
stocks pushed European shares
lower after Lehman’s hefty
third-quarter loss revived con-
cerns about the sector. Page 20

n Russian President Dmitry
Medvedev predicted a rebound
in the nation’s shares, but his
comments had little impact
amid growing concerns. Page 3

n Sanofi-Aventis ousted Chief
Executive Gerard Le Fur and
named a GlaxoSmithKline vet-
eran as his successor. Page 8

n Follieri pleaded guilty to con-
spiracy, fraud and money laun-
dering in connection with his
buying of property from the
Catholic Church. Page 6

n ImClone ripped the $4.5 bil-
lion offer from Bristol-Myers
as “inadequate” and said an
unnamed bidder had offered
$10 a share more. Page 6

n Auto makers face a grim out-
look as a potential Chinese
sales slowdown and poor Euro-
pean demand add to weakness
in the U.S. market. Page 5

n Alitalia may begin tempo-
rary layoffs if its unions don’t
agree to its rescue plan. Page 4

Worsening economic outlook
feeds fear of recession in EU

U.S. Defense officials called off
a disputed $40 billion competi-
tion between Boeing and a team
of Northrop Grumman and EADS
to replace the Air Force’s fleet of
aerial-refueling tankers because
officials don’t think they can
pick a winner before the next
U.S. administration as planned,
in a major win for Boeing. Page 1

n Russia asked the U.N.’s high-
est court to dismiss Georgia’s
request for intervention, saying
Tbilisi’s legal team had misrep-
resented refugees’ plight. Page 2
n European concerns over Rus-
sia and support for NATO were
increasing even before Moscow
sent its military into Georgia,
according to a survey. Page 3

n The U.S. military’s chief told
lawmakers he wasn’t convinced
coalition forces are winning the
battle in Afghanistan and added
a new strategy would include
militant havens in Pakistan.

n Two key al Qaeda operatives
were among four foreign militants
killed in a U.S. missile strike in
northwest Pakistan, officials said.
n Pakistan’s military chief
lashed out at the U.S. over cross-
border raids by U.S. troops from
Afghanistan and said Pakistan’s
sovereignty will be defended.

n North Korean dictator Kim
Jong Il’s second-in-command
sought to dispel reports that the
leader is seriously ill, though he
remained out of sight. Page 9

n A bomb tore through a car
near Beirut, killing a Druse poli-
tician from a pro-Syrian party,
in the first political assassina-
tion in Lebanon in about a year.

n U.K. prosecutors said they
would seek the retrial of seven
men accused of plotting to blow
up trans-Atlantic airliners. Page 9

n Poland hopes to adopt the
euro in 2011, Prime Minister
Donald Tusk said, setting a
timeline for the first time since
he took office last year.

n The world’s largest particle
accelerator was turned on near
Geneva, sending beams of sub-
atomic matter around a 27-kilo-
meter underground ring. Page 28

n Two Russian bombers landed
in Venezuela as part of military
maneuvers, Russia’s Interfax
news agency reported.
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Trading places
Risks are rising that Europe's economy will slide into recession this year, 
while the U.S., bolstered by a fiscal-stimulus package and interest-rate 
cuts, escapes two consecutive quarters of contraction.

Sources: European Commission (gdp forecasts); European Central Bank; U.S. Federal Reserve
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Sharply lower European growth
forecasts Wednesday underscored
mounting concerns that Europe
could slip into recession this year,
even as the U.S. government’s fiscal-
stimulus package and the Federal
Reserve’s sharp interest-rate cuts
suggest the U.S. could escape the
same fate.

Government intervention may
help the U.S. avoid a recession—gen-

erally defined as two consecutive
quarters of negative economic
growth—this year despite turmoil
in the credit and housing markets.

Similar global headwinds look in-
creasingly likely to push the $12.2
trillion euro-zone economy, the
world’s second-largest combined
economy after the U.S., into a techni-
cal recession.

“The world’s been hit by massive
shocks, so everyone should slow
down,” says Erik Nielsen, an econo-
mist with Goldman Sachs in London.
“But the U.S. has absolutely thrown
the kitchen sink at the problem.” Eu-
ropean policy makers, by contrast,
have largely refrained from goosing
their economies with fiscal stimu-
lus, and the European Central Bank
raised its key interest rate in July to
counter inflation threats.

Buoyed by government interven-
Please turn to page 31

By Randall Smith

Lehman Brothers Holdings Inc.
tried to fend off deepening gloom
about its future by announcing that
it will shed most of its real-estate as-
sets, sell a majority stake in its
money-management business and
slash its dividend to shore up its fi-
nances after a brutal $3.9 billion fis-
cal third-quarter loss.

But analysts warned that the in-
vestment bank could face further
losses before it can complete its plans
early next year, raising questions
about whether it can safely reach its
goal of a smaller, less-risky profile.

Lehman rushed out its plans and
quarterly results early Wednesday
morning after its already-battered
share price tumbled 52% Monday
and Tuesday on word that talks to
sell a stake in the company to Korea
Development Bank had fizzled. The
slide deepened questions about the
firm’s survival in the face of widely

expected write-downs on real estate
and other assets.

Wednesday’s announcement
halted the stock’s swoon. In late
New York Stock Exchange compos-

ite trading, Lehman was up 26
cents, or 3.3%, at $8.05.

The stock’s failure to rebound
more strongly following a

Please turn to page 30

Lehman plans to sell off
real estate, investments
Dividends to be cut;
stock slide is halted,
but future uncertain

Energy independence?
Wind turbines are good for
Gazprom’s bottom line.
Business Europe. Page 15

Pentagon halts
tanker bidding,
in Boeing victory
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A small rebound Lehman Brothers’ daily share price
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Lehman’s restructuring
plan is all talk so far
HEARD ON THE STREET | PAGE 32

Swiss particle accelerator
starts up with a big bang
MARKETPLACE | PAGE 28

By Joellen Perry in Frankfurt
and Sudeep Reddy in
Washington

Money & Investing > Page 19

By August Cole

The U.S. Department of Defense
is calling off a hotly disputed $40
billion competition to replace its ag-
ing fleet of aerial-refueling tankers
because officials don’t think they
can pick a winner before the next
presidential administration as
planned.

The decision is a major victory
for Boeing Co., which had lost the
initial competition in February to a
team made up of Northrop Grum-
man Corp. and the parent company
of Europe’s Airbus. Boeing’s protest
of that decision was upheld by the
Government Accountability Office,
leading to a new round of bidding.

Most recently, Boeing had asked
the Pentagon for extra time to sub-
mit a new bid after it became clear
to the company that the Air Force
was looking for a bigger plane than
Boeing had originally bid.

Senior Defense Department offi-
cials notified key lawmakers
Wednesday morning that Pentagon
officials had determined that it
would be impossible to meet a dead-
line of selecting a new winner by the
end of the year.

In a prepared statement, Defense
Secretary Robert Gates said he be-
lieved it was time for a “cooling off”
period. Over the past few weeks, Mr.
Gates concluded the competition had
become too emotionally charged and
compressed to rush. The decision will
now be made under the next presiden-
tial administration, which takes of-

Please turn to page 31
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Lehman Brothers Hold-
ings threw up a restructur-
ing plan Wednesday de-
signed to clear problem
loans from its books while
avoiding the need to hit up
shareholders for more capi-
tal.

But the firm hasn’t actu-
ally done anything yet. That
helps explain why investors
reacted cautiously. And they
are right to be on guard. Un-
til any deal is signed, it is far
from certain. And even then,
Lehman’s future is cloudy.

Consider that, until Tues-
day, markets expected Leh-
man to soon unveil a strate-
gic investment. Those hopes
were shattered when Korea
Development Bank said it
had walked away from a
possible deal, precipitating
Tuesday’s 45% plunge in
Lehman’s share price.

This, in turn, prompted

Lehman’s early announce-
ment Wednesday of its re-
structuring plan and third-
quarter results. That said,
Chief Executive Richard
Fuld projected confidence
on the firm’s investor call
that the deals associated
with the plan will go
through and that this will
allow for the emergence of
a new “core” Lehman with a
clean and healthy balance
sheet.

Part of Lehman’s plan de-
pends on the sale of about
55% of its investment-man-
agement business. The firm
is expecting bids by Friday,
so it can’t yet tell investors
how much it is likely to
raise from the sale.

Additionally, investors
are likely to cast a jaun-
diced eye on Lehman’s at-
tempt to spin off $25 billion
to $30 billion of commercial

real-estate holdings into a
new, separate company
whose assets won’t be
marked to market prices.

While this move would
damp the risk to Lehman of
hits from future
write-downs of
these assets, it
doesn’t eliminate it.
Lehman expects to
provide the financ-
ing for this new ve-
hicle, which in ex-
treme cases could
still leave it on the
hook for losses.

Plus, Lehman
may have to mark
to market on its
own books the value of the
financing it extends to this
vehicle.

True, this financing for
the new company won’t be
as volatile as the commer-
cial real-estate holdings

themselves. But it still
could result in losses.

Where does this leave
Lehman’s capital? Assume
the firm puts about $7 bil-
lion of equity into the new

spinoff and that it
generates about $4
billion from the
sale of part of its
investment-manage-
ment business.

That could trans-
late into a net re-
duction in equity.
To counter this,
the firm could
need to sell further
assets, not an easy
task in today’s mar-

kets, if it is to avoid issuing
new stock.

Lehman is still in desper-
ate straits. Investors will
need more-concrete action
to convince them otherwise.
 —David Reilly

Porsche: less of a bargain?
German cars carry a repu-

tation for reliability, less so
the earnings growth of the
companies that make them.
BMW and Daimler recently
warned on profits. Now Por-
sche mightn’t be the bargain
it appears.

By investing in Porsche’s
preferred stock—the com-
pany has no common stock
listed—investors seem to be
getting exposure to Volkswag-
en’s highly rated business
free. The market value of Por-
sche’s 30.6% stake in VW is
more than Œ21 billion ($29.6
billion). Porsche’s enterprise
value is Œ19.5 billion.

But appearances are de-
ceptive. VW’s share price is
inflated by speculation about
the very takeover activity Por-
sche has initiated. Support-
ing the share price is Por-
sche’s intention to secure ma-
jority ownership of VW by ex-
ercising options at some

stage to buy an additional
20% stake. The investors
with which Porsche has writ-
ten the options contracts
may have to buy VW stock
on the open market to de-
liver them to Porsche.How-
ever, these investors may al-
ready own VW stock, limiting
the pent-up demand for the
shares. So there is downside
risk to VW’s valuation when
its stock is trading at double
the forward earnings multi-
ples of its rivals.

To see how much, look at
VW’s preferred shares. They
have typically traded within
about 10% of the price of its
ordinary shares for the past
five years. They now trade at
around a 50% discount. They
have equal economic value to
ordinary shares but don’t
carry voting rights, so their
price is less affected by Por-
sche’s takeover approach.
 —Sean Walters

Lehman presents restructuring

Richard Fuld

Congratulations
to the

World’s New
Sustainability
Leaders!

Dow Jones Indexes, STOXX Ltd, and SAM are delighted to announce
the new members of the Dow Jones Sustainability IndexesSM.

By incorporating sustainability factors within their
business strategies, these companies position
themselves for the future. They are implementing
best practices that integrate economic, social
and governance criteria with a focus on long-term
shareholder value. They set the standard for what
good corporate citizens should be. And they have
met the methodology criteria established for the Dow
Jones Sustainability Indexes, which are used by asset
managers in 16 countries.

Congratulations.

Learn more at: www.sustainability-indexes.com

© Dow Jones & Company, Inc. 2008. “Dow Jones®” and “Dow Jones Sustainability Indexes”
are service marks of Dow Jones & Company, Inc. “STOXX” is a registered trademark of STOXX Ltd.

Dow Jones Indexes. The markets’ measure.
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CORRECTIONS & AMPLIFICATIONS

Russia begins diplomatic push in Moldova
Offer to end dispute
is reconciliation try;
talking or tanks?
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By Alan Cullison

MOSCOW—Russia’s invasion of
Georgia got a chilly reception even
in its traditional sphere of influ-
ence, the former Soviet Union. In re-
sponse, the Kremlin has started a
diplomatic push to show it can offer
carrots as well as sticks by helping
one of its neighbors, Moldova, re-
solve a long-festering separatist
conflict.

But intransigence on both sides
and Moscow’s own limited influ-

ence in the region may teach the
Kremlin that its interests are more
easily won by tanks than by talking,
diplomats and analysts say.

Moscow’s decision to send thou-
sands of troops into Georgia last
month to repulse a Georgian attack
on Moscow-backed separatists sent
shock waves throughout the region,
where ethnic and border conflicts
continue to simmer.

The move against Georgia, fol-
lowed by declarations from Presi-
dent Dmitry Medvedev that the
Kremlin is asserting an area of “priv-
ileged interests” in countries along
its borders, departed from Russia’s
previous policy of seeking to block
Western expansion in the region
largely with threatening rhetoric.

Condemned in the West, the

Kremlin sought support from tradi-
tional allies in the former Soviet
Union. But leaders in the region,
many with their own separatist
problems and fears about Moscow’s
intentions, have been slow to re-
spond.

To win hearts, the Kremlin is
highlighting its efforts in Moldova
as evidence that it can provide bene-
fits to countries that keep their dis-
tance from the West, particularly by
not joining the North Atlantic
Treaty Organization alliance, which
the Kremlin sees as anti-Russian.

Moldova, a landlocked country
sandwiched between NATO mem-
ber Romania and NATO-aspirant
Ukraine, has become the showroom
for Moscow’s new approach. The
Kremlin is offering the Moldovan

government the prospect of resolv-
ing its long-running conflict with
Moscow-backed separatists in a
sliver of territory along its eastern
border called Transdniestria.

But in return, Moscow wants
Moldova to renounce its West-lean-
ing aspirations and refrain from fol-
lowing Romania into the European
Union and NATO.

Moscow’s help in bringing sepa-
ratists to heel has “always been a
kind of carrot that Russia could dan-
gle in front of Moldova and offer as a
reward,” said Dmitry Furman, profes-
sor of history at the Institute of Eu-
rope in Russia’s Academy of Sci-
ences.

Last week, Mr. Medvedev met
with the leader of the separatists,
Igor Smirnov, at the Russian presi-
dent’s summer residence in the
Black Sea resort city of Sochi. Mr.
Smirnov emerged to tell reporters he
thought a solution was possible and
that he was ready to resume talks
with the Moldovan government.

Officials close to the discussions
confirm that Russia has stepped up
its efforts to mediate the conflict. The
Russian president also met with Mold-
ovan President Vladimir Voronin last
month and in the coming weeks may
be hosting a face-to-face meeting be-
tween the separatist leader and the

Moldovan president in Russia.
“The message is coming from dif-

ferent corners suggesting that every-
one is ready,” said Mikko Kivikoski,
an adviser in Vienna to the special en-
voy on frozen conflicts in the former
Soviet Union for the Organization
for Security and Co-operation in Eu-
rope, or OSCE. “Of course it will be a
rocky road and it won’t be easy, but
at least they are moving now.”

One hurdle is that some Moldo-
vans see the Kremlin as part of the
problem. Russian troops stationed
in Moldova supported separatists
when they wrested Transdniestria
from Moldova’s control in 1992.
Those troops remain, and Mr.
Smirnov’s separatist government,
dominated by ethnic Russians and
Ukrainians, has established its own
currency, license plates and postage
stamps.

Western diplomats say Transdni-
estria would have withered away long
ago without Russian help. With a pop-
ulation of a half million settled mostly
on one bank of the Dniester River that
separates Moldova and Ukraine, the
region is about 400 kilometers long
and 10 kilometers wide. But the gov-
ernment’s official Web page says the
region has its own unique history dat-
ing back to 600 B.C.
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A Reuters photograph of a Saab
Gripen jet fighter was incorrectly la-
beled as an F-16 on the back page of
the Friday-Sunday edition.

Spain’s Finance Minister Pedro
Solbes said Tuesday that the coun-
try’s economy could fall into reces-
sion. A headline Wednesday for a
Leading the News article incor-
rectly said he sounded a warning on
inflation.

The Alaska Permanent Fund,
which distributes annual dividends
to state residents, is composed of oil
and gas royalties, as well as returns
earned on stock, bond and real-es-
tate investments made using oil and
gas royalties. A U.S. Presidential
Election 2008 article Wednesday
about Gov. Sarah Palin’s administra-
tion incorrectly implied the fund is
composed of oil revenues alone.

One of the problems the Lon-
don Stock Exchange experienced
during its outage Monday was a

surge in firms attempting to recon-
nect to its trading system. Also, the
LSE handled 1.1 million trades Tues-
day. A page-one article Wednesday
about the LSE’s outage incorrectly
stated that one of the exchange’s
problems was a surge in orders, and
that Tuesday’s trading volume was
1.1 million shares.

German metal and engineering
workers got a raise of 4.1% from
mid-2007, plus an additional 1.7%
raise this summer. A page-one arti-
cle Aug. 22 on U.S. and European
wage trends incorrectly suggested
that the 3.6 million workers covered
by a union deal got a raise of more
than 5% last year.
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U.S. Democrats prepare
for offshore-drilling fight

Obama seeks exit-pay review

U.S. halts bidding for tanker

EU outlook feeds recession fears

Dream on: Own a song
Start-up to auction
portion of rights
to popular tunes

fice in January, virtually guarantee-
ing that the seven-year-old tussle will
continue for at least another year.

“It is my judgment that in the
time remaining to us, we can no
longer complete a competition that
would be viewed as fair and objec-
tive in this highly charged environ-
ment,” Mr. Gates said.

Mr. Gates read a statement re-
garding his decision Wednesday
morning during a House Armed Ser-
vices Committee hearing on Iraq.

Although the decision gives Boe-
ing a chance at a fresh start, the com-
pany will face the prospect that one
of its key critics, Sen. John McCain,
could be the next president when
the matter is decided. Five years
ago, the Republican senator helped
scuttle an original plan to lease a
fleet of tankers from Boeing be-
cause the contract wasn’t competi-
tively bid. His office played a key
role in opening up the competition
to Northrop Grumman and its part-
ner, European Aeronautic Defence
& Space Co.

The contract’s cancellation was
a blow to Northrop, which was sur-
prised by its victory over Boeing in
February and saw the tanker as a
way to lock in billions of dollars in
Air Force aircraft business during
the coming decades. The Los Ange-
les-based company seemed poised
to be the eventual winner because

its Airbus aircraft could haul more
fuel and cargo than Boeing’s
767-based design, both key charac-
teristics sought by the Pentagon.
Northrop said it was “extremely dis-
appointed” with the decision and
that the company is “greatly con-
cerned about the potential future
implications for the Defense acquisi-
tion process.”

Boeing said in a statement that
the decision “will best serve the
warfighter in allowing the appropri-
ate time for this important and com-
plex procurement to be conducted
in a thorough and open competi-
tion.”

Boeing Chairman and Chief Exec-
utive Jim McNerney and Jim Al-
baugh, the head of its defense busi-
ness, recently appealed to the Penta-
gon for six more months to respond
to the most recent request for pro-
posals. It seemed a long shot that
Boeing would get that much time, so
the company made clear that it
would rather not bid than submit a
hastily done bid.

Although Air Force officials have
said the acquisition of 179 tankers is
one of their top priorities, officials
have concluded that the current
fleet of Boeing-made KC-135 tank-
ers can be adequately maintained
for the near future. The average age
of the existing fleet is approaching
50 years old.
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By Greg Hitt

And Stephen Power

WASHINGTON—House Demo-
cratic leaders girded for an election-
year fight over offshore oil drilling,
rallying around a proposal to allow
expanded coastal production even
as Republicans denounced the plan
as a sham.

Expanding domestic oil and gas
drilling by opening areas of the
outer continental shelf and Alaska
has become a rallying cry for Repub-
licans. They have blasted Demo-
crats for blocking increased oil ex-
ploration as gasoline prices soared
this summer, and opinion polls sug-
gest a growing number of voters
share the Republican view.

Delegates chanted “Drill, baby,
drill!” last week as Alaska Gov. Sa-
rah Palin, the Republican vice-presi-
dential nominee, made the case dur-
ing the party’s convention in St.
Paul, Minn., for more-aggressive
production.

House Speaker Nancy Pelosi and
Senate Majority Leader Harry Reid
are expected to use this month’s con-
gressional session to move toward
the center on the energy issue. Dem-
ocratic presidential candidate
Barack Obama has said he would con-
sider expanded offshore drilling as
part of comprehensive legislation
that promotes conservation and de-
velopment of alternative energy.

Sen. Reid, of Nevada, is planning
a debate on energy next week that in-
cludes proposals to expand drilling.

In the long run, the maneuvering
on the issue and signs of increased
public support for more domestic
oil production have raised the likeli-
hood of approval for some ex-
panded drilling. But prospects for bi-
partisan compromise before the
Nov. 4 election look dim.

Rep. Pelosi outlined her proposal

for rank-and-file Democrats in a
closed-door meeting Tuesday.
Some details remain to be worked
out. The measure is designed to pro-
mote conservation and boost the na-
tion’s energy output. Among other
things, the measure would allow ex-
panded drilling off the coast of four
states on the Atlantic seaboard—
the Carolinas, Virginia and Geor-
gia—as well as the Gulf Coast of Flor-
ida. In a nod to the environmental
community, the bill would require
those states to endorse drilling be-
fore new production takes place—
giving environmentalists another
venue to fight the expansion. Addi-
tionally, the bill would trim oil-in-
dustry tax cuts and use the revenue
instead to extend tax preferences en-
couraging development of renew-
able energy, such as wind and solar
power. The bill also would require
oil companies to make use of al-
ready-granted drilling permits on
federal land or give up those rights.

Rep. Pelosi indicated Democrats
would use the vote to campaign
against Republicans who oppose it,
noting that the bill would channel
money raised from royalties on drill-
ing to home heating assistance for
the poor. “If you oppose that, what
are you saying?” she said.

But Republicans said Tuesday
that the Democrats aren’t going far
enough. House Minority Leader
John Boehner of Ohio said the Demo-
cratic bill is “an insult to Americans
pummeled all summer long by sky-
high gas prices.”

The Democrat-backed measure,
expected to be opposed by Republi-
can leaders, is expected to include
aid to states, new spending on high-
way projects, and assistance to fami-
lies hit by rising prices for food and
energy.
 —John D. Stoll

contributed to this article.

tion and a weak dollar that spurred
export growth, the U.S. economy
surged by an annualized 3.3% in the
second quarter. Growth in the 15
countries that share the euro cur-
rency contracted in the second quar-
ter, the first contraction since the
early 1990s. Now, says Mr. Nielsen,
the “euro zone clearly has a greater
risk of recession than the U.S.”

Dismal European growth fore-
casts Wednesday underscored the
rising recession risk. Quarterly eco-
nomic forecasts from the European
Commission project annual euro-
zone growth this year of 1.3%, half its
2007 rate and below April forecasts
of 1.7%. Outright recessions in Ger-
many and Spain, coupled with stag-
nation in France and Italy, will bring
third-quarter economic growth
across the bloc to a standstill, accord-
ing to the forecasts. The U.K., which
doesn’t use the euro, will also see a
recession starting in the third quar-

ter, the forecasts say, as a collapsing
housing market continues to damp
consumption and investment.

European policy makers Wednes-
day acknowledged the dimmer out-
look. Luxembourg Prime Minister
Jean-Claude Juncker, who chairs a
committee of euro-zone finance min-
isters, conceded that the bloc could
see a “technical recession” and
warned that “regardless of the tech-
nical nature ... the situation needs to
be classified as being a serious one.”

European Central Bank President
Jean-Claude Trichet declined to fore-
cast a recession. He reiterated that
the central bank expects the bloc’s
economy to bottom out this year be-
fore staging a gradual recovery.
Mr. Trichet stressed that inflation,
which at 3.8% in August was well
above the central bank’s preferred
range of just below 2%, remains pol-
icy makers’ priority.

“The central bank is precisely
there to…deliver price stability in

the medium term,” Mr. Trichet said
in quarterly testimony to the Euro-
pean Parliament.

That staunch anti-inflation
stance is one reason the euro-zone
may see a sharper slowdown now. As
the U.S. economy struggled through
the turmoil of the past year, the Fed-
eral Reserve cut its benchmark rate
from 5.25% a year ago to 2% in April.
By cushioning the U.S. economy from
tighteningcreditconditions,thedras-
tic easing may have helped the U.S.
avert a technical recession—though
data could still be revised for the first
quarter, and some economists expect
a recession to begin before year end.
(Even without two straight quarters
of declining output, the U.S. economy
still could record a recession by other
measures.)

ECB policy makers, faced with
commodity prices pushing euro-
zone inflation to its highest level in a
decade, raised their key rate to a
seven-year high of 4.25% in July. Un-
like the Fed, which focuses on both
supporting economic growth and
controlling inflation, the ECB has a
single mandate to keep prices
steady. The interest-rate divide also
hurt European exporters by boost-
ing the euro against the dollar; a
cheaper dollar, in turn, has helped
fuel U.S. exports.

But economists say European
policy makers also underestimated
the extent of the slowdown under
way. Euro-zone business and con-
sumer confidence surveys have
fallen sharply, while retail sales slid
by 2.8% in July and industrial or-
ders in June staged their biggest an-
nual fall in nearly seven years.“Euro-
pean policy makers, especially the
ECB, underestimated the potential
for the spillover of the cirsis, and
partly because of that there’s been
no policy response in Europe,” says
Marco Annunziata, an economist
with UniCredit in Milan who calls
the central bank’s July hike “reck-
less.” Most economists predict infla-
tion fears will keep the ECB on hold
through year-end before softening
growth pushes policy makers into
interest-rate cuts in the middle of
next year.
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By Kara Scannell

And Phred Dvorak

Presidential contender Sen.
Barack Obama and two senior Demo-
cratic lawmakers have asked the
government to review exit-pay
plans for the departing chief execu-
tives of Fannie Mae and Freddie
Mac, increasing pressure on the ex-
ecutives to give up part of their mul-
timillion-dollar payouts.

In two letters, one from Sen.
Obama and a joint letter from Sens.
Charles Schumer (D., N.Y.) and Jack
Reed (D., R.I.), the senators re-
quested that Fannie and Freddie’s
regulator review the compensation
plans. The letters come as Demo-
crats and Republicans have begun
trading shots over who deserves
blame for conditions that led to the
government takeover of the two
mortgage companies.

Freddie Chief Executive Richard
Syron is expected to forfeit some of

his estimated $14 million pay pack-
age, according to a person close to
him.

In a statement, a spokesman for
Mr. Syron said, “Mr. Syron is not
seeking a windfall. It is important to
him that our country have a strong
mortgage finance system that pro-
vides affordable mortgages for
homeowners and reliable liquidity
for lenders—and he is helping in ev-
ery way he can with the transition.”

Fannie Mae CEO Daniel Mudd is
expected to walk away with $9.2 mil-
lion, including some stock he al-
ready owns. An attorney for Mr.
Mudd said Mr. Mudd is considering
a request to stay for a transition pe-
riod. The attorney declined to com-
ment on whether Mr. Mudd in-
tended to return any of his exit pack-
age.

Persuading executives to fork
over pay is difficult, and companies
often are bound by executive-em-
ployment contracts.

By Ethan Smith

The digital revolution has turned
recorded songs into commodities,
sold for 99 cents or downloaded
free and illegally. Now a start-up
called SongVest Inc. is betting that
the songs themselves—the music
and lyrics—are still valuable to die-
hard fans.

Starting next month, Madison,
Wisconsin-based SongVest plans to
auction on its Web site portions of
the rights to 18 songs recorded by
Garth Brooks, Aerosmith, Cher and
others. People who buy the songs
will receive a share of royalties the
tunes generate, but they won’t have
input into important matters like
the songs’ use in television commer-
cials or movies. That right will re-
side with who controls the publish-
ing rights to the songs—usually a
large music publisher that will con-
tinue to collect half the royalties

generated by any given song.
SongVest is acting as a broker be-

tween songwriters, or their heirs,
and possible buyers of the rights.
When a song is sold, SongVest will
collect commissions from both
seller and buyer that will range
from 25% to 40% of the sale price. Af-
ter the sale, the company says it will
handle royalty payments to the
buyer.

One of SongVest’s co-founders,
David Prohaska, says his company is
pitching the songs as the ultimate
memorabilia, rather than as money-
making investments. Among the
tunes SongVest is selling rights in
are the “(Theme from) The Mon-
kees” and “Friends in Low Places,”
which has long served as the signa-
ture anthem of Mr. Brooks. Some ti-
tles are expected to fetch more than
$250,000 on the auction market.

Music-publishing transactions
normally involve hundreds or thou-
sands of songs, bundled together
into “catalogs” that reliably throw
off a certain amount of revenue
thanks to royalties from sales, pub-
lic performance and the like.

“They’re bought and sold on a
pure investment basis,” says Mr. Pro-

haska. “What about people who re-
ally love the music?”

A test auction conducted last
year garnered $25,000 for 25% inter-
ests in two songs by the ’80s Chris-
tian-metal band Stryper, Mr. Pro-
haska says. That is at least 10 times
as much as the songs—“Always
There For You” and “Keep the Fire
Burning”—would be expected to
fetch as part of a standard music-
publishing sale, based on the songs’
typical annual earnings.

For songwriters like Mark Hud-
son, who has written songs for Bon
Jovi, Ozzy Osbourne and Ringo
Starr, the proposition represents a
way to make up for revenue that has
been lost amid crashing music sales.

“As a songwriter and a producer,
I make money on sales,” Mr. Hudson
says. But lately, he says: “No one is
buying records. This to me is just an-
other angle.”

Before bidding on a song via
SongVest, users will be shown re-
cent royalty statements, as well as
other details about the material
that is for sale. They will also be re-
quired to sign nondisclosure agree-
ments keeping the information se-
cret.
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By Marc Champion

BRUSSELS—Even before Mos-
cow sent its military into Georgia
last month, European concerns
over Russia and support for NATO,
the U.S.-led military alliance, were
rising, according to an annual sur-
vey of trans-Atlantic attitudes re-
leased Wednesday.

The trends in a 13-nation survey
by the think tank German Marshall
Fund of the U.S. are likely to accel-
erate in the wake of events in Geor-
gia and the election of a new U.S.
president in November who is sure
to be more popular than George W.
Bush, says Ronald K. Asmus, direc-
tor of the fund’s trans-Atlantic cen-
ter in Brussels.

The U.S. and Europe have “an op-
portunity to re-create a trans-Atlan-
tic consensus on the issue that ini-
tially brought us together 60 years
ago, which was Russia,” Mr. Asmus
said in an interview.

The latest annual GMF survey
showed a clear trend of increasing
public concern about Russia in Eu-
rope. Across 10 European Union
countries, 64% of people surveyed
in June said they were concerned
about Russia as an energy provider,
up from 60% last year and slightly
higher than among Americans sur-

veyed. Sixty-two percent of Europe-
ans said they were worried by Rus-
sia’s behavior toward its neighbors,
slightly up from last year, while sup-
port for the North Atlantic Treaty
Organization rose five percentage
points to 57%.

But a key obstacle to a Russia-in-
spired revival of the trans-Atlantic
alliance is the role of the EU, Mr. As-
mus says. During the Cold War, the
EU lacked a mandate even to discuss
foreign or security policy, but the
EU has taken the lead in attempting
to resolve the Russia-Georgia con-
flict since it broke out last month.

The EU has brokered a cease-fire
as well as a follow-up agreement re-
quiring Moscow to withdraw its
troops from parts of Georgia. And it
has said it will now redouble efforts
to improve energy security, includ-
ing a reduction of dependence on
Russian fuels.

But for countries lying in Rus-
sia’s claimed sphere of influence,
the EU so far has shown that it isn’t
willing to confront Moscow strategi-
cally. In Ukraine, pro-Westerners
were deeply disappointed by the
EU’s failure at a summit Tuesday to
offer Kiev the prospect of eventual
membership, said former Ukraine
Foreign Minister Boris Tarasyuk. “I
sincerely hoped the situation in the
Caucasus would have changed this
EU approach, but unfortunately it
was not the case,” he said.

Germany isn’t only the EU’s big-
gest economy, but also is Russia’s
most important energy partner. If the
EU wants to put pressure on Moscow,
individual countries such as Germany
need to take action to cut their reli-
ance on Russian gas by reviving nu-
clear-power programs or building ter-
minals to import natural gas by ship,
according to Katinka Barysch, Russia
expert at the Center for European Re-
form in London. So far, there is no
sign of this kind of radical action.

Like previous surveys, the poll
found Europeans prefer the pros-
pect of Barack Obama to John
McCain as U.S. president by
69%-26% among all 12 European na-
tions surveyed.

With Sen. Obama in power, 47%
of Europeans said they thought rela-
tions with the U.S. would improve,
while 11% said they thoughts rela-
tions would improve with Sen.
McCain in the White House.

The GMF surveyed 1,000 people
in each of Bulgaria, France, Ger-
many, Italy, the Netherlands, Po-
land, Portugal, Romania, Slovakia,
Spain, Turkey and the United King-
dom, as well as in the U.S.

Europe increasingly wary
of Russia, survey reports

Investors punish Russia
Medvedev is upbeat,
but investors focus
on Kremlin and oil

By Gregory L. White

MOSCOW—With stock prices
plunging to two-year lows, Russian
President Dmitry Medvedev sought
to boost investor confidence, pre-
dicting an impending rebound. But
his assurances had little impact
amid growing concerns about the
outlook for Russia’s economy.

Over the past few weeks, Russian
share prices have fallen more than
40% from their May highs, battered
by fears about Kremlin pressure on
companies as well as the surge in
tensions between Moscow and the
West after the war in Georgia.

Russian officials initially
brushed off the declines as transi-
tory, driven mainly by weak global
markets. But as stock prices and the
ruble’s exchange rate against the
dollar have continued to slide, offi-
cial concern appears to be growing.

In a meeting with the country’s
top securities regulator, shown on
state TV, Mr. Medvedev called Rus-
sian stocks “undervalued” and pre-
dicted “the situation will straighten
itself out and return to the levels
seen at the beginning of the year.”
Mr. Medvedev endorsed a series of
steps proposed by the regulator to
shore up the market over the me-
dium term by attracting new domes-

tic investors and issuers.
Though relatively few Russians

own stocks or investment funds,
market performance is a sensitive
political issue beyond the business
elite. For years, Mr. Medvedev and
other top officials touted the surg-
ing market capitalizations of big
state-controlled companies like
OAO Gazprom as evidence of Rus-
sia’s growing might. The govern-
ment also pitched shares in state
companies like bank OAO VTB to or-
dinary Russians in “people’s IPOs.”

Now, those companies’ shares
have dropped sharply. Gazprom,
whose executives this past spring pre-
dicted a $1 trillion market capitaliza-
tion, is worth less than $200 billion.

Many investors and analysts
share Mr. Medvedev’s view that Rus-
sian shares are cheap, but they are
more cautious about a rebound. “It’s
probably true, but it might not be un-
til 2011,” said Ron Smith, strategist at
Alfa Bank in Moscow. Russia’s dollar-
denominated RTS index fell 4.4%
Wednesday to 1334.33 as foreign
funds continued to unload Russian
shares in what Mr. Smith described
as “capitulation on the country.”

Mr. Medvedev blamed Russia’s
troubles on the U.S. “Let the Ameri-
cans solve the problems with their
mortgage system,” he said. “To put
it simply, they let almost everyone
else down.”

But investors and analysts say
that while the Russian market’s
swoon is partly due to the global
credit crunch and weak foreign mar-
kets, Moscow’s behavior has been a

big contributor. Even before the
Georgia crisis, a public attack by
Prime Minister Vladimir Putin
against a major steelmaker spooked
investors, as did a conflict involving
BP PLC and its Russian partners in
their TNK-BP Ltd. joint venture.

With prices falling for oil, metals
and other commodities that are vital
Russian exports, analysts question
the outlook for the Russian economy,
whose strong growth had been a ma-
jor driver of investor enthusiasm.

Growth began to slow in the sec-
ond quarter, according to govern-
ment data released Wednesday that
showed gross domestic product
grew at an annual rate of 7.5% over
the period. That was down from 8.5%
in the first quarter, a level that had
prompted fears the economy was
overheating. Data on industrial out-
put from June and July have showed
an even deeper slowdown, especially
in the red-hot construction sector.
Economists say investment, another
major driver of growth, also slowed
sharply as lenders tightened credit.

“These may be the first hints that
Russia is feeling what the rest of the
world has been feeling,” said Rory
MacFarquhar, an economist at Gold-
man Sachs in Moscow. He added that
some slowing of growth could help
ease inflationary pressures.

Other economists say govern-
ment plans for double-digit increases
in wages and pensions for state work-
ers will keep inflation high. Tight la-
bor markets mean price increases are
quickly matched with wage hikes,
driving inflation steadily higher.
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By Akane Vallery Uchida

TOKYO—Japan’s current-ac-
count surplus shrank further in
July as the nation’s import bill hit a
record high amid increased prices
for oil and other raw materials.

The surplus in the current ac-
count, the broadest measure of Ja-
pan’s trade, fell for the fifth straight
month, contracting 17.3% to 1.532
trillion yen ($14.3 billion) in July
from a year earlier before seasonal
adjustments, the Ministry of Fi-
nance said.

Analysts said the comparatively
sluggish growth in exports amid
high costs is likely to further eat
into corporate profits, weighing on
capital expenditure plans and sug-
gesting little support from the cor-
porate sector for the overall econ-
omy.

Japan posts fall
in trade surplus
for a fifth month

SUPEROCEAN HÉRITAGE
CHRONOGRAPHE

T H E WA L L ST R E ET JOU R NA L . THURSDAY, SEPTEMBER 11, 2008 3

90-minute conference call by Rich-
ard Fuld, Lehman’s chairman and
chief executive, and two other top
executives, left it clear that Wall
Street still is wondering if Lehman
has what it takes to go it alone.

Indeed, Mr. Fuld, who has vowed
throughout his 15-year tenure to
maintain the company’s indepen-
dence, left the door open to a sale of
the entire company. Any acquisition
proposal, he said, “would be dis-
cussed by the board and evaluated.”

A subdued-sounding Mr. Fuld
also acknowledged on the call that
“losses created by these concen-
trated legacy assets have clouded
the underlying value of our fran-
chise,” distracting clients, trading
partners and employees. “While
they continue to stand with us, we
nevertheless cannot put the
strength of our franchise and their
continued trust at risk,” he said.

One drawback is that all the ac-
tions Lehman unveiled were merely
plans or intentions, as opposed to
completed deals or even agree-
ments. For example, Lehman said it
is “formally engaged” in talks to sell
$4 billion in British residential real
estate to money manager Black-
Rock Inc. and expects to complete
the sale “within the next few
weeks.”

Some analysts were also skepti-
cal of the company’s plan to sell a
55% stake in its money-manage-
ment business, while “retaining the
majority” of its pretax income. Leh-
man Chief Financial Officer Ian Low-
itt explained that the pieces to be
sold have lower profit margins.

Lehman said cutting its annual
dividend to five cents a share from
68 cents would save $450 million. It
also reported $1.4 billion in gains on
the value of its own debt and said

the sale of the money-management
business could add $3 billion to its
capital.

Analyst Michael Hecht of Bank of
America Corp. said the plan may re-
quire Lehman to raise $6 billion in
additional capital to plug further
holes in its balance sheet, adding
that its remaining $20 billion in
“risk exposures” are “still too high
to instill confidence that ‘the worst
is behind us.’ ”

Lehman said it plans to spin off
more than $25 billion out of its
$32.6 billion commercial real-estate
portfolio to its shareholders early
next year. The new company, Real Es-
tate Investments Global Inc., or REI
Global, will include unprofitable
stakes in apartment-building owner
Archstone-Smith and California
land developer SunCal Cos.

Lehman has been a major player
in commercial real estate, providing
upfront funding or financing to a
range of projects from office towers
to apartment buildings to more
risky bets on residential land.

Lehman’s plan to spin off those
assets into a separate company car-
ries potential upside for investors
but also big risks. While commercial-
real-estate values haven’t suffered
the same collapse as house prices,
the sector has clearly been weaken-
ing amid the credit crunch and weak-
ening economy.

“Values have come down across
the board in most property types,”
said Sam Chandan, chief economist
at REIS, a New York-based real-es-
tate research firm. “Depending on
the metro area, values have
dropped 5% to 15% from the peak.
Lehman said it has written down its
commercial real-estate portfolio to
an average of 85 cents on the dollar.

Although Lehman didn’t have ex-
posure in the kind of collateralized
debt-obligation asset pools that in-

flicted big losses starting late last
year on rivals Merrill Lynch & Co.,
UBS AG and Morgan Stanley, Leh-
man has suffered from more recent
downturns in its real-estate assets.

After reporting profits in the sec-

ond half of 2007 and first quarter of
2008, Lehman posted a second-quar-
ter loss of $2.8 billion. Real estate ac-
counted for $7 billion of the $7.8 bil-
lion in write-downs Lehman re-
ported Wednesday.

Lehman said it took third-quar-
ter write-downs of $5.3 billion on
residential mortgages, cutting its ex-
posure to $17.2 billion before the
planned $4 billion sale to Black-
Rock. And Lehman wrote down its
commercial real estate by $1.7 bil-
lion, leaving it with $32.6 billion be-
fore the spin-off.

The real-estate markdowns, Leh-
man said, included slashing its
Alt-A mortgages, or loans made to
borrowers who don’t fully docu-
ment their income, to 39% of face
value from 63% in the second quar-
ter, cutting their value to $3.7 bil-
lion. Lehman also cut its European
exposure, now $3.6 billion, to 69% of
face value from 83%.

Lehman said the new REI Global
company would be able to avoid fu-
ture mark-downs once the spin-off
is completed by accounting for its
assets as “held-for-sale,” because it
won’t be a broker-dealer.

It still isn’t clear how Lehman
can thrive in a Wall Street environ-
ment that has been turned upside
down by the credit crisis.

In the latest quarter, Lehman suf-
fered steep revenue declines in its
major businesses: capital markets,
investment banking and investment
management. Even if Lehman can
surmount its capital needs, there
are few signs of a rebound anytime
soon in underwriting or trading vol-
ume.

Like other Wall Street firms, Leh-
man is reckoning with the conse-
quences of the continuing deleverag-
ing process that is likely to limit fu-
ture losses on bad bets but also limit
the revved-up profits that can be
generated during boom times. Wor-
ries that Lehman is too small to
make a go of it under those condi-
tions have dogged the company for
months.
 —Michael Corkery

contributed to this article.

Continued from first page

Ailing Lehman plans to sell off assets and trim dividends

Cellphone videogames are going high-tech
Improved graphics
and motion sensors
boost interest, sales

1Includes commercial and residential 
mortgage, real estate and leveraged 
finance assets reported for second 
quarter and adjusted for subsequent 
asset sales 
2 Includes common and preferred 
stock reported for second quarter, as
adjusted for subsequent capital raising

Source: Fox-Pitt, Kelton

Risky business
Lehman Brothers’ ‘problem 
assets,’—those subject to 
possible write-downs—
outweigh its capital cushion
by more than 2 to 1.

Lehman Brothers
$71 billion

$32 billion

Merrill Lynch

81

42

Morgan Stanley

58

34

Goldman Sachs
54

45

Problem assets1

Shareholders equity2
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By Christopher Lawton

Cellphones may finally be up to
the task of crashing cars, zapping
bad guys and bowling a decent
frame.

Led by Apple Inc.’s iPhone 3G,
which was released in July, phones
hitting the market these days in-
clude faster processors and the in-
creased memory that mobile-gam-
ing software needs. Besides Apple’s
phone, phones made by Sony Erics-
son Mobile Communications AB,
Nokia Corp. and Samsung Electron-
ics Co. are incorporating new tech-
nologies, such as global-positioning
systems, touch screens and “acceler-
ometers,” which allow gamers to
control the action by tilting their
phones.

To take advantage of this technol-
ogy, game developers have created
a host of new titles that can be
played on different brands of cell-
phones. The games come with more-
detailed storylines and better graph-
ics than previous cellphone games.
In the end, game developers and de-
vice makers hope to remake mobile
gaming into something unique, in-
stead of just a little brother to con-
sole games, like Nintendo Co.’s Wii.

Clayton Wakida, a TV news pro-
ducer from Honolulu, was never
into mobile games because they
were so “primitive.” But after Mr.
Wakida purchased the new iPhone
in July, he decided to try “Crash
Bandicoot Nitro Kart 3D” from mo-
bile-game developer Polarbit. He’d
heard good things about the game
and downloaded it for $9.99 from
the Apple application store.

“I was pretty blown away actu-
ally,” says Mr. Wakida of the game.
In particular he liked the game-play
features, which allow gamers to
change the car’s speed and direction
by tilting the cellphone, thanks to
the accelerometer in the iPhone.
The touch screen can also activate
features such as shooting missiles.
“The iPhone games are just a totally
different experience,” he says.

Tech soothsayers have long pre-
dicted that games on cellphones
would become widely popular. But
until now, phones were too weak to
play games that compare with those
running on portable game machines
from companies like Sony Corp. and
Nintendo. Indeed, sales in the U.S.
for mobile games have been leveling
off, growing an estimated 7.6% to
$592 million this year from $550 mil-
lion last year, says Jupiter Research.
Ringtones sales, meanwhile, topped
a billion dollars.

Previous efforts by Nokia and
other companies to create gaming-
specific phones have fallen flat,
which led handset manufacturers to

take a more multimedia entertain-
ment approach, incorporating not
just games, but also music players
and Web-browsing capabilities.

“I think up until now, mobile gam-
ing just hasn’t taken off in a huge
way, primarily because there has
been this comparison” to console
gaming, says Jon Mulder, Product
Marketing Manager for Sony Erics-
son North America. “And mobile
gaming has been found somewhat
lacking.”

Much of the increased focus on
mobile gaming can be attributed to
the launch of the new iPhone. It
comes with a much larger screen
than many mobile phones, an impor-
tant attribute for gamers.

Felix Sheng, a 35-year-old Web
developer, is a good example. When
the Apple application store opened
in July, Mr. Sheng, who lives in New
York City, says the first application
he bought for his iPhone was a game
called “Super Monkey Ball” from
Sega of America Inc. for $10. In the
game, the monkey character is con-
trolled by tilting the iPhone back
and forth through obstacle courses.

“It’s unbelievable how sensitive
it is. Just real small moves get
picked up,” says Mr. Sheng. “It’s
pretty amazing.”

Gonzague de Vallois, senior vice
president for Gameloft SA, a mobile-
game developer and publisher, says
mobile games used to be two-dimen-
sional and often restricted to no
more than one megabyte of com-

puter code. That made it increas-
ingly difficult to improve the qual-
ity of games the company was devel-
oping. Now with the iPhone, Mr. de
Vallois says, developers can develop
games as large as 100 megabytes—
similar to a game on the Nintendo
DS, a handheld gaming device.

Other companies are taking their
turn. Later this month, Sony Erics-
son will launch its W760 Walkman
phone, which has a 2.2-inch screen
and dedicated gaming buttons,
much like a console game controller.
It also comes with an accelerometer
that is enabled for gaming. The de-
vice is expected to retail for $349,
though carriers may subsidize the
cost of the phone, reducing the
price to about $99.

At launch, Martin Blomkvist,
who heads content acquisition and
management for Sony Ericsson’s
game development community says
roughly 25 games will be available
for purchase that will use the accel-
erometer, including Electronic Arts
Inc.’s “Need for Speed ProStreet,”
which sells for $6.99. Controlling
one of 16 cars, gamers can race
through 12 courses turning the car
left and right by tilting the phone as
if it were a steering wheel.

In June, Samsung launched its In-
stinct touch-screen phone for $130,
which allows mobile gamers play-
ing “Midnight Bowling,” for exam-
ple, to slide their finger across the
screen and send the bowling ball
down the lane.

Nokia in late August launched
“Dirk Dagger and the Fallen Idol,”
an adventure mystery game where
users solve a series of investiga-
tions and navigate through the
game by tipping devices such as
Nokia’s N85, which will start selling
later this year, forward, backwards
or side to side. The game, which has
30,000 words of dialogue, is priced
at $9.50.

Others games allow users to in-
corporate digital images, music col-
lections and other content into
games. Glu Mobile Inc.’s “My Hang-
man,” which launched late last year
in the U.S. on a number of devices,
lets gamers take pictures of them-
selves or others and overlay them on
the “Hangman.” The game costs be-
tween $3 and $6. This fall, Nokia is
launching “Yamake,” a game where
people use text, pictures, music and
video from their phone or a PC to cre-
ate unique puzzle or quiz games.

Manufacturers and carriers have
also tried to make the process of
finding and buying mobile games
easier. Apple, in its application
store, has created an online store-
front where gamers can browse ti-
tles, check out screen shots and
read user reviews. Earlier this year,
Nokia launched its N-Gage online
Web site where gamers can down-
load trial portions of games before
buying the entire game. Sprint Nex-
tel Corp. last fall launched a similar
Web site called the Digital Lounge
Arcade.
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L
UXURY-GOODS manu-
facturer Swarovski
AG said Wednesday

it plans to cut 290 jobs at
its crystal-cutting factory
in Austria’s Alps by the
end of the year.

The announcement
marks the latest in a se-
ries of job cuts at
Swarovski, which blamed
high inflation and the
weak U.S. dollar for flag-

ging sales. By Dec. 31, the company said, it will have
trimmed its Austrian work force by 10% to 6,000 em-
ployees.

World-wide, the company employed 22,000 work-
ers and had revenue of Œ2.56 billion ($3.6 billion)
last year. —Associated Press

Swarovski to cut 290 jobs
at Austrian crystal factory

D
EUTSCHE Bank
AG continues to
be interested in

acquisitions in retail
banking, and Deutsche
Postbank AG would be
a strategic fit, Chief
Executive Josef Acker-
mann, said.

The German bank
wants to expand retail banking in Germany, Italy
and Spain, but will continue to show “price disci-
pline,” he said. “An acquisition must be a strate-
gic fit and create value for shareholders,” he
added.

“Postbank would be a strategic fit” in many
ways, thanks to its strong position in the German
retail market, Mr. Ackermann, above, said. However,
he emphasized that it isn’t willing to pay any price.

Nike chases university women in Europe
New ad campaign’s
slogan, ‘Here I am,’
softens ‘Just do it’

One of the animated shorts featured in Nike’s new European ad campaign
features tennis star Maria Sharapova overcoming doubts as she grows up.

T
HE EUROPEAN
Commission
opened two in-

quiries into restructur-
ing aid given to com-
panies in Romania and
Poland.

The European
Union’s executive arm
is looking into whether

a Œ57 million ($80 million) grant from the Romanian
government for staff retraining at a Ford Motor Co.
plant results in an unfair competitive edge. Ford
bought the plant last year from the government.

Also, a probe was opened into a Œ37.5 million pack-
age Warsaw gave to PZL Hydral. The company makes
hydraulic products and is in financial trouble due to
declining demand. If the EU finds the aid illegal, it
will have to be repaid.  —Associated Press

By Aaron O. Patrick

London

N IKE HAS BEEN marketing its
“Just do it” slogan since 1988.
In Europe, it is trying out a

new, softer catchphrase on young
women: “Here I am.”

The sportswear titan recently
launched a new ad campaign in Eu-

rope aimed at sell-
ing more clothing
to university-aged

women.
Made by the Amsterdam office

of the independent Wieden +
Kennedy agency, the campaign in-
cludes five short animated cartoons
about the life stories of five top Eu-
ropean female athletes.

One shows tennis player Maria
Sharapova overcoming doubts as
she grows up and goes professional.
“You’re just another pretty face,”
critics say in the spot. “You won’t be
agile enough. You won’t stay on top
for long.” At the end, the animated
Sharapova morphs into the real
Sharapova, who forms the “I” in
“Here I am.”

The aim of the slogan and ads is
to deliver the message that there’s
more to sports than getting fit or
competing. “It is about building self-
esteem. Once you have taken part in
sport, you have the confidence to

say, ‘Here I am,’ ” says Abi Findlay, a
Nike account manager at Wieden +
Kennedy.

The agency decided to use anima-
tion to make the athletes less intimi-
dating. The idea for the slogan came
out of research commissioned by

Nike that found that university-
aged women in Europe are not as
competitive about sports as men.
The women also told the research-
ers that they enjoy the social aspect
of exercise and yoga classes, and
feel happier when they work out.

The agency said the research was
done in Europe, and it doesn’t have
data on U.S. women.

To appeal to them, the agency’s
copywriters decided they needed a
different slogan from the “Just do
it” message, says Mark Bernath, a
creative director for Nike at Wieden
+ Kennedy. “Here I am” promotes
the personal benefit of exercise
without being aggressive, he says.
“We want to make sure normal
women can relate to it,” he says.

Nike executives liked the slogan
because they thought it would be un-
derstood in English across Europe.
(Though in parts of Italy, it is being
translated into Italian.) The com-
pany also wanted a slogan that
would not sound odd alongside
“Just do it.” “When you are dealing
with a pan-European business, you
need a degree of simplicity and
openness,” says Charlie Brooks, a
Nike spokesman.

In the U.S., Nike doesn’t have a
slogan aimed at women. That’s be-
cause advertising for Nike’s wom-
en’s line in the U.S. is handled by dif-
ferent Wieden + Kennedy offices.
There are no plans to use the Euro-
pean campaign in the U.S., Ms. Find-
lay says.

In recent years, the agency,
based in Portland, Ore., has been
one of the hottest in the ad world,
winning big clients such Procter &
Gamble and Coca-Cola, and leading
an industry trend for big marketers
to hire small “hot shop” agencies to
produce innovative ads. Nike is one
of the agency’s oldest accounts, and
Nike Chairman Philip H. Knight and

agency co-founder Dan Wieden
have a close relationship.

Wieden + Kennedy has had big
success with slogans for Nike be-
fore. Within a year of Nike adopting
its “Just do it” slogan, sales were
booming. Nike plans to continue us-
ing “Just do it” for its overall brand
and “Here I am” to promote its Her
Favourites line of women’s clothing
in Europe, Nike and Wieden +
Kennedy said.

Underscoring how big marketers
can use the Internet, particularly
with younger consumers, Nike is
paying for the spots to appear on
Facebook, Bebo and other social-net-
working sites popular with young
women, but doesn’t plan any TV ads.

Nike, based in Beaverton, Ore.,
has also booked time for the ads on
video screens in gyms and univer-
sity student unions across Europe,
including the U.K., France, Italy, Ger-
many and Russia, Ms. Findlay says.

Ms. Sharapova has appeared in
Nike ads for years. But apart from
her, Wieden + Kennedy chose ath-
letes who aren’t as well known, so
their lives don’t seem out of reach to
ordinary women, Mr. Bernath says.
Also appearing in the spots are Si-
mona La Mantia, an Italian triple-
jumper, Nicola Spirig, a Swiss triath-
lete, Nicola Sanders, a British
sprinter, and Delphine Delsalle, a
French Judoist.

On Thursday evening, Nike is
scheduled to hold a party to pro-
mote the campaign at its main Lon-
don store. Ms. Sanders and other fe-
male British athletes it sponsors
plan to attend, Mr. Brooks says.

Deutsche Bank considers
Postbank a strategic fit

Alitalia unions say layoffs loom if rescue plan isn’t backed
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By Gordon Sorlini,

Elisabetta Rovis

And Guglielmo Valia

MILAN—Alitalia SpA’s govern-
ment-appointed bankruptcy com-
missioner, Augusto Fantozzi,
warned that the Italian carrier will
start temporary layoffs if it cannot
get unions to agree to changes re-
lated to its rescue plan, people close
to the company’s unions said.

Contract terms and labor produc-

tivity have become important issues
in efforts to keep the carrier alive. In
a statement issued after the meet-
ing between Mr. Fantozzi and the
unions, Alitalia said that as part of ef-
forts to shore up its finances, it will
annul contracts with employees.

Alitalia said the move wasrelated
to the airline’s negotiations with a
group of investors, led by Piaggio
SpA Chairman Roberto Colaninno,
who have offered to purchase some
assets from Alitalia and merge them

with rival carrier Air One SpA.
Unions are divided on the plan

by the investor group, which has set
up a company called Compagnia
Aerea Italiana, or CAI, to attempt to
relaunch Alitalia. The pilot and
flight-attendant unions have re-
jected proposed cost-cutting and
productivity measures.

LateWednesday,pilotunionUpis-
sueda statement on behalf ofAir One
pilots rejecting the terms sought by
CAI and asking for separate, direct

talks with the Colaninno-led group.
The airline is running out of cash

and all parties have until Friday—a
deadline set by Mr. Fantozzi—to
agree on a solution. In an effort to
come to an agreement, representa-
tives of CAI, Alitalia’s commissioner
and government ministers will meet
Thursday to seek a compromise.

On Aug. 29, Alitalia filed for bank-
ruptcy protection under a revised
law that facilitates splitting the com-
pany’s viable assets from its loss-

making ones. CAI has offered about
Œ400 million ($564 million) to pur-
chase the potentially viable assets.
The less-profitable parts of the com-
pany are proving a hard sell.

In a parliamentary hearing
Wednesday, Economy Minister
Giulio Tremonti said, “Had there
been someone available to [pur-
chase the liabilities], they would
have come forward; they can still
come forward. Unfortunately, no
one wants to do it.”
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Romania faces EU probe
over grant to Ford Motor
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A make-or-break collision
physicist at Fermi National Accel-
erator Laboratory in Batavia, Ill.

The Higgs has been sought at
other particle colliders without
luck, but physicists think the en-
ergy of the LHC’s collisions—
roughly 14 trillion electron volts—
should be high enough to produce
it. The problem is, no one knows its
mass, so the Higgs will be hard to
spot. It could also decay quickly
into other known particles such as
muons and photons, so CERN’s
physicists will seek it out in numer-
ous forms. For example, physicists
working on the collider’s Compact
Muon Solenoid detector, which has
80,000 lead crystals that track pho-
tons, will be looking for “the Higgs
bump”—a bump in the normally
smooth trajectory that photons
make as they fly out of collisions.

The Higgs is just one of several
exotic findings that could emerge

from the collider’s microscopic
fireballs. Physicists also hope to
find evidence for new properties
of nature, such as supersymmetry—
the theory that every particle has
an undiscovered “superpartner.”

If proved, supersymmetry
would double the number of known
particles and help physicists
achieve a long-sought goal of unify-
ing the forces that govern the uni-
verse—gravity, electromagnetism
and strong and weak nuclear forces—
into a single, fundamental force.
These invisible superpartners may
constitute the dark matter that
binds galaxies together and ac-
count for some 25% of the universe.

The collider could also yield evi-
dence of extra dimensions of space
beyond the four we know. When the
proton smashing begins, physicists
will look for imbalances between
the energy that’s packed into a colli-
sion and what’s produced after it.
Energy should be constant, accord-
ing to basic laws of physics. If en-
ergy routinely goes missing, it
could mean that it’s disappearing
into extra dimensions. Such a find-
ing would bolster the case for string

theory—the widely held but still un-
tested hypothesis that matter is
composed of tiny, vibrating strings
that exist in 11 or 12 dimensions.

The most shocking outcome,
physicists say, would be if the ex-
periment produces nothing new.
That would mean scientists’ best
explanation of the fundamental
forces that govern the universe, a
35-year-old theory known as the
standard model, is wildly off the
mark. “We know the Higgs has to
be there,” says Lee Smolin, a physi-
cist at the Perimeter Institute for
Theoretical Physics in Ontario,
Canada. “Or there is something
very basic that we think we know,
but we’re wrong about.”

While many would find the ab-
sence of discoveries disappointing,
others say that would be the most
revolutionary result. Theorists
would be forced to rethink questions
they’ve been mulling over for de-

cades.
Like previ-

ous large-scale
physics experi-
ments, the LHC
has drawn a
rash of dooms-
day predic-
tions. Last
March, two
men filed a law-
suit in Hawaii
against CERN
and the U.S. De-
partment of En-
ergy, which
helped fund
the project, to
stop scientists

from switching it on. The plaintiffs—
Luis Sancho, a Spanish science
writer, and Walter Wagner, a re-
tired radiation safety specialist—
argue that the collider might gener-
ate a black hole that slowly sucks
up the earth, or create “strange-
lets,” hypothetical dense matter
that could spread, turning the
earth into a lifeless rock.

Physicists say it is highly unlikely
that the LHC will produce quantum
black holes, arguing that much
higher energy would be needed. If
they do appear, these microscopic
black holes are expected to evapo-
rate instantly in a puff of radiation.

CERN’s scientists compare the
likelihood of freak quantum events
such as a rogue black hole to the
sudden suspension of the laws of
gravity. “In quantum physics,
there’s a certain probability that if
I drop this pen it could go through
this table,” said Peter Jenni, a
spokesman for the Atlas experi-
ment. “What we do in the LHC is
what happens for 13.7 billion
years, much more violently, all
over the universe,” he added. “We
are still here.”

Continued from previous page
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The Atlas, above, and the other detectors will transmit data to CERN’s 30,000
computers, where it will be filtered for unusual results that hint at weird physics.
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The wooden ‘Globe’ at the entrance of CERN in Geneva.
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BUSINESSES FOR SALE

CAPITALWANTED

MARKETING SERVICES

TRAVEL

EQUITY PARTNER
3-Time Inc. 500 Investment Real Estate Co. with over $250MM
in assets and a true 100% perfect track record seeks passive
investors for expansion. All funds will be fully secured within a
debt, equity or hybrid structure. Aggressive returns & flexible
terms. Minimum $5MM. Send brief email with statement
of capabilities.

CEOinvestRE@aol.com

Important Collection
American Print Ads 1930-60

500K ads, perfect condition, all industries.
Sorted by industry/product/company.

www.menningenarchive.com
Provides in-depth view of advertising and
commercial trends from Golden Age of

American consumerism.
info@menningenarchive.com

YOUR TRUMP CARD!
Anglo/ Swiss: dealmaker/negotiator/acquisi-
tion researcher/persuader and marketeer
will act for your company effectively!

All Europe & UK/Mid and Far East.

Offices: Geneva/London/Dubai/Singapore.
Monthly terms.

Email: runwin2@bluewin.ch
Tel: +41 793486788
& +44 7714 727 627

EQUITY PARTNERWANTED
Well established car wash manufacturer
looking to increase capital for future growth.
Will consider merger with existing car wash
company.

Inquires should be sent to:
MCG371@gmail.com

BUY DISCOUNTED MORTGAGE NOTES
at 55-65 Cents on the $$$
of collateral value. $50k min.
Secured by Real Estate.

10% - 16% Return
Limited Inventory
Call: 800-450-1173

info@adcapfunds.com

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

Solid state device extracts and
purifies drinking water from the air .
Patents issued or pending in 20 countries.

James Reidy:
JJReidy@verizon.net

New Patents for Sale
or License

US $35 Million: 2.3 multiple of annual sales,
located in So. California w/all Certifications ISO
9001, AS9001, NIST, NVLAP (FQA), NADCAP
(NDT) from US Dept. of Defense, European
Union, other countries. Strategic supplier of
fasteners for defense and commercial aviation,
submarines, missiles, etc. Business includes
patents, trademarks, long term leased factory
with machinery, trained work force, certified
laboratory, inventory, strategic customer list,
contracts. Limited competition in rapidly growing
market. Serious parties contact:
RLinehan@dc.rr.com § Fax: 1 (760) 202-9902

For Sale: Aerospace Component Business

Truck & Travel Plaza
Price Reduced - Interstate

$15M Rev 2007
Includes fuel, truck wash, scales,

Restaurant, truck repair
+ large C-Store

Call Brent Jaynes
913-894-5252

Land development firm seeks Financial Partner
for distressed note/RE opportunities in CA. NV
Pipeline of resi lots/land/homes. JV terms nego
for partner/group able to fund entire individual
deals from $1-$10MM. Not a Syndication.

info1@sj-finance.com

Real Estate Capital

Notice of Fair Solicitation for
advertisers wishing to reach moving consumers,
catalog customers, and vehicle owners. These
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ArcelorMittal sticks by plan
to construct plants in India

Auto makers’ prospects darken
Sales fall in Europe,
may slow in China,
adding to U.S. woes

Sources: Anfac (Spain); Italian Government; SSMT (U.K.); VDA (Germany); CCFA (France); J.D. Power & Associates 
(Western Europe); China Association of Automobile Manufacturers
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No. of
vehiclesCountry

Spain

Italy

U.K.
Western
Europe

Germany

France

China

58,530

77,156

63,225

717,776

214,286

103.350

451,300

-41.3%

-27

-18.6

-10.4

-16

-7.1

-6.2

Year-to-year change in the number
of passenger-vehicle sales in China

New passenger-car registrations, in
selected countries, in August

Shrinking auto sales
Customers shun auto showrooms as the 
economic outlook worsens. August sales in 
Western Europe and even China are dented, 
signaling the downturn has spread beyond
North America. Not all models are
affected. In the U.K., sales of the Opel 
Corsa, right, rose, reflecting demand
for smaller, fuel-efficient cars.

G
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By Yukari Iwatani Kane

TOKYO—Japan’s largest mobile-
phone operator, NTT DoCoMo Inc.,
is in talks with Tata Group to invest
in the Indian conglomerate’s cellular-
tower business, a person familiar
with the situation said Wednesday.

The Tata Group has been looking
for the past six months to sell a
stake in Wireless-TT Infoservices,
an unlisted company that operates
14,000 telecom towers, to raise
money for its expansion plans. The
tower unit in March was spun off
from India’s sixth-largest telecom
firm, Tata Teleservices Ltd. It re-
cently acquired licenses to operate
in the northern state of Jammu and
Kashmir, and in northeast India.

Rajeev Narayan, vice president of
corporate affairs at Tata Teleser-
vices, said the company is “looking at
strategic partners in our tower busi-
ness” but declined to comment on po-
tential partners. An NTT DoCoMo
spokesman said the company is inter-
ested in Indian partnerships and in-
vestments. But the spokesman said
no decisions have been made.

DoCoMo has been adding to its
overseas stakes amid a saturated
and competitive domestic market.
In June, DoCoMo agreed to invest
$350 million for a 30% stake in TM
International (Bangladesh) Ltd.,
Bangladesh’s third-largest mobile
operator.

 —Tariq Engineer in Bombay
contributed to this article.

DoCoMo weighs
buying a stake
in Tata business

A worsening slump in auto sales
in Europe and signs of a possible
slowdown in China are fueling wor-
ries about a global auto industry al-
ready battered by trouble in the U.S.

Some forecasters in Europe are
considering lowering sales projec-
tions following sharp declines last
month in auto sales in Spain, Britain
and Germany. In China, where boom-

ing sales have been offsetting the
shortfalls in more mature markets,
auto sales fell in August, the first
monthly decline in two years.

Though analysts think growth in
China will resume in the months
ahead, a softer market there would
leave the world’s auto makers fac-
ing a bleak landscape.

“There is a lot of concern out
there that the slowdown that we are
seeing in the U.S. is spreading
across the globe,” said John Casesa,
a partner at the Casesa Shapiro
Group, an automotive consulting
firm. In the U.S., the world’s largest
auto market, sales of new cars and
light trucks are on track to fall 10%
or more this year to between 14 mil-
lion and 14.5 million vehicles, down
from 16.1 million in 2007.

Until a few months ago, other re-
gions seemed to be holding up and
softening the blow of the U.S. down-
turn. China was a key bright spot
with sales rapidly expanding. But
over the summer, Western European
auto sales began to falter, and now
the decline appears to be worsening.

And the outlook for China now
seems more uncertain than before.

Last month, the number of autos
sold in China fell about 6% from a
year earlier, the first such decline in
twoyears,according to the China As-
sociationofAutomobileManufactur-
ers. Sales for the first eight months
of the year were still up more than
13% from the 2007 period. That is a
robust expansion compared with the
lagging mature markets of North
America and Western Europe, but
slower than the 30% increase in Chi-
nese car sales in 2006, and a rise of
more than 21% last year.

A slower pace of growth had been
widely expected in China this year,
as rising gasoline prices, mounting
inflation and government efforts to
cool the economy combined to damp

sales. A weak stock market has also
hurt consumer spending. The Au-
gust results were also affected by the
Olympics, which analysts said di-
verted the attention of would-be car
buyers. Manufacturers also delayed
new models until after the Games.

MichaelDunne,managingdirector
of market-research firm J.D. Power &
Associates’Chinaoperations,saidSep-
tember’s sales total will be “pivotal”
for giving industry executives a

clearer picture of the future trend.
Mr. Dunne added that inventory

has been rising at Chinese dealer-
ships, which are accustomed to sell-
ing nearly every car that rolls onto
their lots. “Dealers say they just
aren’t seeing the same number of
people going into showrooms as
they did earlier in the year,” he said.

In Europe, the trend is clearer—
and darker. In August, new-car regis-
trations fell 41% in Spain, 18% in Brit-
ain, 10% in Germany and 7% in
France. Pan-European sales figures
are due out Sept. 16.

Falk Frey, senior vice president
at Moody’s Investors Service, said
bigger-than-expected declines in
passenger-car registrations in
Spain and Britain over the past two
months may force the ratings ser-
vice to scale back its car-sales out-
look for 2008, beyond the down-
ward adjustments it made earlier.

In June, Moody’s lowered its pro-
jection for new-car registrations in
Western Europe in 2008 to 14.4 mil-
lion cars from a January estimate of
14.9 million for the year.

“Figures for registrations for key
markets in Europe for the past two
months indicate we may have to
take an even more cautious view for
2008,” Mr. Frey said Wednesday.
While markets in Eastern Europe,
such as Russia. aren’t showing signs
of a downturn, this “cannot offset
the downturn in Western Europe,”
Mr. Frey said.

 —Chrisoph Rauwald in Frankfurt
and David Pearson in Paris

contributed to this article.

CORPORATE NEWS

By John Satish Kumar

MUMBAI—ArcelorMittal, the
world’s largest steel producer by ca-
pacity, will press ahead with plans to
build two plants in eastern India de-
spite a political protest halting con-
struction of a Tata Motors Ltd. fac-
tory in a nearby state.

“We’re not going to revise our plan
because of Singur [where the Tata
plant is being built,]” ArcelorMittal
Chairman and Chief Executive L.N.
Mittal said Wednesday at a New Delhi
company briefing that was telecast
live. “We’re still very excited about
our Indian projects and we urge the
government and other stakeholders
to expedite the process.”

ArcelorMittal has outlined plans
to build two steel plants, each with an
annual capacity of 10 million tons, in
the eastern Indian states of Jhark-
hand and Orissa. Both projects have
been delayed due to issues related to
allotment of mines.

States such as West Bengal and
Orissa, where a large percentage of
the work force is engaged in agricul-
ture, have witnessed often violent pro-
tests against industrialization.

Tata Motors suspended construc-
tion of a factory in the West Bengal
town of Singur, about 40 kilometers
from Kolkata, on Sept. 2 because of a
political protest. The factory will pro-

duce the Nano, the world’s cheapest
car at $2,500.

South Korean steelmaker Posco,
which plans to build a steel plant and
a port in Orissa with a capacity of 12
million tons a year, has faced violent
protests and even the kidnapping of
employees over its plans to take over
thousands of acres for the project.

ArcelorMittal had initially signed
a pact with the Jharkhand state gov-
ernment in 2005 to set up a steel plant
there. In 2006, having made little
headway in Jharkhand, it began talks
with the neighboring state of Orissa
to explore the possibility of setting up
a steel plant there. It now says it
wants to build two plants.

Mr. Mittal said that delays in get-
ting mining licenses is costing the
company as prices are rising. “Al-
ready there has been a delay of two
years and costs have gone up by more
than 50%. The more the delay, the
more will be the cost overrun,” he
said. He added that there is a continu-
ing dialogue with the governments of
Orissa and Jharkhand to expedite the
allocation of mining reserves.

Mr. Mittal said that the initial esti-
mate on these projects was $20 bil-
lion. He also said the company is con-
sidering other opportunities related
to the steel business, including distri-
bution of steel products before steel
production starts.

By Edward Taylor in Frankfurt
and Gordon Fairclough
in Shanghai

• Platforms
• Process
• Change
• Cloud computing
• IT consumerization
• Cost control
• Globalization
• Green IT
• The new security
• Sourcing
• SaaS
• Virtualization...

Onward.

Uncertain times demand accurate
strategies. You can let the climate
dictate your course or you can
seize the initiative.

Gartner Symposium/ITxpo 2008
will show you where to cut back,
when to invest and how to turn
a difficult economic climate
to your advantage.

But only if you’re here -
3-7 November 2008
Cannes, Palais des Festivals
Register at:
gartner.com/eu/symposiumfall
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Once wimpy cellphones
take on mobile games
New titles can be played on
different brands > Page 30

Study of physics accelerates
New particle collider
helps scientists peek
at the heart of matter

C
ONSUMER options for view-
ing popular TV shows and
movies directly from the In-

ternet, as opposed to watching
them from traditional cable and
satellite systems, keep growing.
Last week, yet another approach
to Internet distribution of commer-
cial video content emerged.

Amazon launched a new service
called Amazon Video on Demand,
which allows users, for a fee, to
watch any of 40,000 TV episodes or
movies, in real time, on their Win-
dows and Macintosh computers,
and on specially equipped Sony Bra-
via TV sets. This service replaces
an earlier Amazon video offering
called Unbox.

I have been testing Amazon
Video on Demand, and I found it
worked well, although it has some
limitations. The user interface is
clean and smart, the quality is
good if you have a fast Internet
connection and there are some
clever features. On the downside,
it works poorly with the slow con-
nections typical in places like ho-
tels. And there are some studio-im-
posed limits on what content is of-
fered and how you can view it.

To date, there have been three
major models for legally getting TV
shows and movies from the Web.

In one, best represented by Ap-
ple’s widely used iTunes store, the
TV shows and movies are ad-free,
but you pay for each. All of this
content is downloaded to your
Windows or Macintosh computer
or your Apple TV set-top box for
later viewing, even when you’re
not connected to the Internet—
though on Apple TV you can start
watching while the material is be-
ing downloaded.

A
SECOND model, best repre-
sented by the studio-owned
Hulu.com, presents movies

and TV shows on a Windows or
Macintosh personal computer free
of charge but requires you to
watch commercials that can’t be
skipped. The TV shows and mov-
ies you view on Hulu are
“streamed” rather than down-
loaded, meaning they are meant
to be viewed immediately, in real
time, rather than stored for view-
ing when you’re not connected to
the Internet.

The third online model is best
represented by Netflix, the popu-
lar DVD distributor. It offers a
“Watch Instantly” streaming op-
tion on Windows PCs, or on TVs
equipped with a special set-top
box, for a small portion of its
large catalog of TV shows and
movies. These videos are ad-free
and don’t carry an individual
charge but require a monthly sub-
scription fee.

The new Amazon Video on De-
mand service is a hybrid of these
others. As on iTunes, the TV shows

and movies it offers are ad-free and
purchased individually, don’t re-
quire a subscription and work on
both Windows and the Mac, plus on
one type of set-top box. In Ama-
zon’s case, that’s Sony’s Bravia In-
ternet Link, a $299 device that
works only with Sony TVs.

B
UT, LIKE Hulu and Netflix
and unlike Amazon’s older
Unbox service, the new Ama-

zon Video on Demand service of-
fers videos via real-time stream-
ing. In many cases, it also allows
downloading, iTunes-style, to Win-
dows PCs (but not Macs) and to
TiVo devices attached to a TV. The
videos can’t be streamed in real
time using a TiVo.

Amazon’s streaming videos are
viewed in any of the major Web
browsers and don’t require any
special software. I tested the new
service on both Windows PCs and
Macs, and on a Sony Bravia TV
equipped with the $299 adapter
box. In my tests, Amazon’s videos
looked quite good over a fast Inter-
net connection. However, on a typi-
cally lousy hotel Internet connec-
tion, the movies were often grainy
and kept stuttering.

The new service doesn’t yet of-
fer videos in high definition, some-
thing Apple just announced this
week it is adding for some TV
shows. Amazon says it is working
on HD.

Amazon’s user interface for the
new service is very nice. All of
your purchased videos are avail-
able in a library stored on the
company’s servers, so you can eas-
ily watch them again and again if
they are purchased, or resume a
partly watched rental. And the ser-
vice remembers where you
stopped watching a video and re-
sumes it at that point, even if you
started it on, say, a Dell, and re-
sumed it on a Mac.

On the downside, the new Am-
azon service isn’t always simple
or consistent. For instance, you
can watch only two videos at a
time, and not all titles can be ei-
ther streamed and downloaded,
or be either purchased or rented.
Most rentals last 24 hours, but
some differ.

Selection was OK, but not
great. Because of studio policies,
many current and recent movie
hits aren’t available. There are
gaps, as well, in the TV selection.
For example, while iTunes offers
the current second season of the
excellent “Mad Men” series, Ama-
zon has only the first season.

All in all, Amazon Video on De-
mand is a good service for people
who prefer paying for ad-free TV
shows and movies, and is another
strong step in the Internet’s rising
competition with traditional TV.

Email to mossberg@wsj.com.
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Amazon video expands

Scientists at CERN during the switch-on operation of the world’s most powerful particle accelerator on Wednesday.

By Alexandra Alter

P
ARTICLE physics is a
messy business, and it’s
about to get messier.
Physicists at the Euro-
pean Organization for

Nuclear Research, or CERN,
switched on the world’s most pow-
erful particle accelerator Wednes-
day, sending the first beams of sub-
atomic matter around a 27-kilome-
ter race track buried about 100
meters underground.

The test beams mark the start of
the most ambitious and controver-
sial particle-physics experiment in
history. Scientists say the experi-
ment could alter our understand-
ing of universe and demystify
whether Newton and Einstein were
as smart as they seemed. A few crit-
ics argue it might spawn a black
hole that swallows the Earth.

But scientists believe the
make-or-break effort could help
solve the enduring mysteries that
have complicated our understand-
ing of the universe. Grand theories
such as general relativity and quan-
tum mechanics explain much
about the machinery of the uni-
verse but don’t work well together.
Einstein’s theories work well for
things big enough to see but not
for subatomic particles. Scientists
hope to find clues on how to make
these disparate pieces of the puz-
zle finally fit.

The Large Hadron Collider, out-
side Geneva, is designed to smash
protons together at nearly the
speed of light, unleashing energies

not seen since the Big Bang, more
than 13 billion years ago. With the
first collisions, scheduled to begin
in October, CERN’s scientists will
sift through the subatomic debris
for undiscovered particles, extra
dimensions of space, dark matter,
and the Higgs boson—a mysteri-
ous entity that physicists believe
supplies mass to other particles.

There’s a lot on the line as physi-
cists launch a project that’s been
14 years and $9 billion in the mak-
ing. If researchers fail to find the
elusive Higgs, it could mean
they’ve been on the wrong track
for decades.

An even more maddening out-
come for physicists—apart from a
planet-eating black hole, which
CERN’s scientists say is impossible—
would be finding the Higgs but
nothing else. That would confirm
what physicists already suspect
but leave many riddles unsolved.

Scientists, for example, would
have no explanation for why grav-
ity is so much weaker than the
other fundamental physical
forces, or why just 5% of the uni-
verse is visible. And they would
still be in the dark on the embar-
rassing disconnect between Ein-
stein’s theory of general relativity
and quantum mechanics, the physi-
cal laws that control matter at a
subatomic level.

The mysteries of the universe
would very likely remain mysteries
considering the multibillion-dol-
lar costs. “If the LHC discovers the
Higgs and nothing else, then it
would be very hard to convince peo-
ple to build another accelerator,”
says NimaArkani-Hamed, a theoret-
ical physicist at the Institute for Ad-
vanced Study in Princeton, N.J.

For now, physicists are hanging
all their hopes on this massive col-
lider, which is buried below the

Franco-Swiss border. It’s designed
to shoot beams of protons in oppo-
site directions through two steel
pipes encased in superconducting
magnets. The beams will make
11,245 circuits around the track a
second, building up to nearly the
speed of light before crossing at
four points. An estimated 600 mil-
lion collisions a second will recre-
ate the fiery stew of particles that
existed just after the Big Bang.

To study the resulting mess—
something like a subatomic train
wreck—CERN’s scientists have
built four underground detectors
that record the energy and momen-
tum of particles ricocheting out of
the exploding matter. One of them,
the Atlas detector is a seven-story
tall, otherworldly-looking set of
cylinders made of iron, gas-filled
aluminum tubes, liquid argon and
fiber-optic wires. It weighs 7,000
tons, as much as the Eiffel Tower.
Atlas and the other detectors will
transmit data to CERN’s 30,000
computers, where it will be fil-
tered for unusual results that hint
at weird physics.

So what kind of bizarre quantum
events will CERN’s physicists look
for? Their primary mission is to find
the Higgs, also called “the God parti-
cle.” It might sound like a grandiose
name for a tiny particle, but there’s a
good reason. “Without the Higgs, we
wouldn’t be here,” says Prof. Arkani-
Hamed. If physicists’ calculations
are correct, the Higgs generates a
field that permeates the cosmos, ex-
erting a pull on particles passing
through it.Physicistsbelieve thepro-
cess, called the Higgs force, gives
mass to electrons and other particles
that should otherwise be massless.

“It’s a big piece in the puzzle of
what holds the universe together,”
says Joseph Lykken, a theoretical
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By David Benoit

And Thomas Gryta

ImClone Systems Inc. called
Bristol-Myers Squibb Co.’s $4.5 bil-
lion offer for a majority of the bio-
technology company’s shares “inad-
equate” and said another bidder it
didn’t identify had made an offer
that was $10 a share higher.

ImClone’s stock has been trad-
ing well above the Bristol-Myers of-
fer of $60 each for the shares of Im-
Clone the company doesn’t already
own. After the report of a rival bid

Wednesday, Im-
Clone’s shares
were up 7%, or
$4.45, at $68.10
each in midday
composite trad-
ing on the Nas-
daq Stock Mar-
ket.

In a state-
ment, ImClone
said Chairman
Carl Icahn has
had “several con-

versations” with the chief execu-
tive of an unnamed pharmaceutical
company that has offered $70 a
share for ImClone, not subject to fi-
nancing. That company is being
given two weeks to study ImClone’s
books. New York-based ImClone
said it hasn’t made a decision on
the $70-a-share offer.

Bristol-Myers, also based in
New York, declined to comment. In
midday composite trading on the
New York Stock Exchange, Bristol-
Myers shares were down 1.9%, or
42 cents, at $21.62.

In late July, Bristol-Myers made
the $4.5 billion proposal to acquire
the 83% of ImClone it didn’t al-
ready own, a bid that Mr. Icahn in
particular has said was too low.

ImClone had been studying
breaking up into two businesses,
one for Erbitux, the company’s sole
product, the other for experimen-
tal drugs. Erbitux, a drug used to
fight head, neck and colon cancers,
generated revenue of $1.3 billion in
2007.

ImClone put itself up for sale
early in 2006, the year Mr. Icahn
gained a 14% stake in the firm,
when it was valued at about $2.4 bil-
lion. It took itself off the market
seven months later after it was un-
able to attract a price it wanted.
The company said at the time that
its prospects were brightening and
that remaining independent had be-
come a better option.

A special committee of Im-
Clone’s board rejected as “inade-
quate” the July Bristol-Myers offer.
But it is unclear how much weight
should be placed on the offer dis-
closed by Mr. Icahn.

“The wording is vague enough
that I don’t know how much reli-
ance I would place in it,” said ana-
lyst Mike King with Rodman & Ren-
shaw.

According to a news release, Mr.
Icahn has had “several conversa-
tions” with the chief executive and
the offer isn’t subject to financing.

It is unclear who the new bidder
might be, although Merck KGaA
has been mentioned as a possible
candidate because the German
Merck, which isn’t related to the
U.S.-based Merck & Co., is Im-
Clone’s partner for selling block-
buster cancer drug Erbitux outside
North America. According to a per-
son familiar with the situation, how-
ever, Merck KGaA isn’t the suitor.

By John R. Emshwiller

And Chad Bray

Raffaello Follieri, the 30-year-old
Italian who used his purported ties
with senior Vatican clergy to win en-
try into the inner circles of former
President Bill Clinton and other lead-
ing U.S. politicians, as well as billion-
aire businessmen, pleaded guilty
Wednesday to conspiracy, fraud and
money laundering in connection
with his business of buying property
from the Catholic Church.

Mr. Follieri, who not long ago
was sharing a $37,000 a month Man-
hattan penthouse with his then-girl-
friend, actress Anne Hathaway, now
faces between 51 to 63 months in a
U.S. federal prison under stipulated
sentencing guidelines.

At federal court in Manhattan, he
pleaded guilty as part of an arrange-
ment with federal prosecutors to 14
criminal counts and agreed to forfeit
$2.44 million. In addition, he agreed
to forfeit many of the trappings of his
former lifestyle, including more than
a dozen watches bearing brands such
as Rolex, Omega and Donald Trump,
a Louis Vuitton box, a pearl necklace
and a jewel-encrusted cross.

The federal judge in the case,
John G. Koeltl, has the authority to
give a sentence outside of the
51-to-63 months range. He sched-
uled a sentencing hearing for Oct. 3.
Mr. Follieri has been in a federal
prison here since his arrest June 24,
in lieu of $21 million bail.

Those who met and worked with

Mr. Follieri in his business meetings
described him as suave and charm-
ing, often dressed impeccably in de-
signer suits. At Wednesday’s hearing,
however, Mr. Follieri, clad in baggy
blue prison garb, admitted that he
had been siphoning off his investors’
money in order to bankroll his own
lavish lifestyle. Referring to several
of the counts against him, he said, “I
wired money from the joint venture
account in New York to my
personal account to pay for
personal expenses.” He said
he wired money to another
account in Europe so it
couldn’t easily be found or
traced. “I did not have inves-
tor authorization to use the
money that way. I knew what
I was doing was wrong.”

While Mr. Follieri’s guilty
plea had been expected,
those in his camp indicated
that he had been debating
for several weeks about whether he
should try to fight the charges in
court. On Wednesday, his lawyer,
Flora Edwards, said Mr. Follieri was
having a “very hard time” adjusting
to life inside the fortress-like federal
detention center in lower Manhattan.

Mr. Follieri arrived in New York
from Italy in 2003, at the age of 25,
with a plan to buy up property from
the Catholic Church and either re-
sell it or develop it. To aid him in his
venture, he brandished what he
claimed were close ties to senior
clergy at the Vatican, and flaunted
those connections as he sought to
buy property from local Catholic dio-
ceses in the U.S. Those ties are
partly what helped him meet and do
business with some top aides to
former President Bill Clinton.

It is still unclear exactly how solid
Mr. Follieri’s connections were. He so-

cialized with the Vatican’s envoy to
the United Nations, Archbishop Celes-
tino Migliore. He also was a business
associate of Andrea Sodano, the
nephew of Cardinal Angelo Sodano,
who until last year served as the Vati-
can’s secretary of state.

Last year, a spokesman for Presi-
dent Clinton said that Cardinal
Sodano had contacted Douglas
Band, Mr. Clinton’s top aide, on Mr.

Follieri’s behalf. The
spokesman added that the
Sodano contact, along
with contacts from others,
including Archbishop
Migliore, led Mr. Band to
believe that “Raffaello was
legitimate and well-con-
nected to the Vatican.”

However, in court on
Wednesday, Assistant U.S.
Attorney Reed Brodsky said
investigators found a
March 2006 letter from Car-

dinal Sodano in a safe in Mr. Follieri’s
apartment after he was arrested. In
the letter, the cardinal said he was
“perturbed” Mr. Follieri and his com-
pany were representing themselves
as having ties to the Vatican.

Whatever the true extent of his
Vatican ties, Mr. Follieri spoke about
them often and, claimed to investors
to be the chief financial officer to the
Holy See, according to a court docu-
ment filed by the government earlier
this year. No such position exists.

Nonetheless, his purported ties
to the Catholic Church helped at-
tract investors to his proposed busi-
ness of buying surplus Church prop-
erties and redeveloping them.

His ascent was further aided by a
friendship he struck with Mr. Band,
the top aide to Mr. Clinton. The
Band relationship allowed Mr. Fol-
lieri access to the upper levels of Mr.

Clinton’s world, where he met some
of the world’s richest men, includ-
ing Mexican billionaire Carlos Slim.

In 2005, Mr. Follieri and a close
Clinton friend, Los Angeles billion-
aire Ron Burkle, set up a joint ven-
ture to purchase church real estate
in the U.S. to be funded by as much
as $100 million from Mr. Burkle’s
Yucaipa Cos. investment operation.
The venture purchased about $50
million of properties.

However, last year Yucaipa sued
Mr. Follieri in Delaware state court
asserting that he misappropriated
more than $1.3 million of the ven-
ture’s money to finance a lavish per-
sonal lifestyle that included private
jet travel, the Manhattan penthouse
and expensive meals. At the time, Mr.
Follieri denied the suit’s allegations.

Earlier this year, the litigation
was settled with Mr. Follieri paying
back the disputed amount and writ-
ing a letter of apology to Mr. Burkle.
Mr. Follieri had lined up a new inves-
tor for his real-estate venture, Plain-
field Asset Management, a $5 bil-
lion investment fund in Greenwich,
Conn. Mr. Follieri even helped ar-
range for a top Plainfield official to
briefly meet Pope Benedict XVI dur-
ing the pontiff’s visit to the United
Nations earlier this year.

Mr. Follieri’s June arrest ended
his hopes for reviving his real-estate
venture. While he and Mr. Burkle had
settled their litigation—and even be-
gun spending some time together
again—the federal criminal com-
plaint was very similar to the 2007
Yucaipa lawsuit. According to people
involved in the matter, the federal
case considers Mr. Burkle’s Yucaipa
operation to be Mr. Follieri’s princi-
pal victim, though the government
does not specifically name Yucaipa
or Mr. Burkle in its complaint.

Carl Icahn

Source: 
Plato Logic

Battle of the brands
Top two beer brands by sales 
volume, in millions of hectoliters
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Bud Light Snow

Follieri admits guilt in fraud case
Funds raised to buy
Church properties
fed lavish lifestyle

Raffaello Follieri

King of beers? China’s Snow takes on Bud Lite
By Sky Canaves

SANHE, China—Without leaving
home, an obscure Chinese beer is
challenging Bud Light’s position as
the world’s top-selling brand of
suds.

Market watchers say Snow Beer,
the product of a joint venture be-
tween London-based SABMiller
PLC and China Resources Enter-
prise Ltd., will overtake or has al-
ready overtaken Anheuser-Busch
Co.’s Bud Light in terms of consump-
tion, depending on how the num-
bers are crunched.

“I can confirm that the Chinese
brand Snow is now the largest beer
brand in the world,” says Kevin
Baker, account director for alcoholic
beverages at the U.K.-based market-
research firm Canadean Ltd. About
51.2 million hectoliters, or about
1.35 billion gallons, of Snow were
consumed last year, compared with
48.4 million for Bud Light as a stand-
alone brand, the firm says.

Another research firm in the
U.K., Plato Logic, says Bud Light re-
mained the top brand in 2007, with

51.8 million hectoliters consumed to
Snow’s 51.2 million. But that slim
lead faces a challenge: China Re-
sources said last week that the
Snow brand’s sales volume jumped
22% in the first half of this year com-
pared with a year earlier, putting it
on pace to unseat Bud Light, which
is consumed mostly in the slower-
growing U.S. market.

“I think it’s inevitable in certain
respects that Snow will become the
largest beer brand in the world,”
says Paul Curran, an alcoholic-drink
analyst at another research firm, Eu-
romonitor International.

St. Louis-based Anheuser, soon
to be acquired by InBev NV, of Bel-
gium, isn’t giving up Bud Light’s
crown easily. A spokesman said Bud
Light remains the top brand when
sales of its Budweiser brand are in-
cluded. Plato Logic, which, like
other research firms and analysts,
considers the two brands separate,

says 44.2 million hectoliters of Bud-
weiser were consumed last year,
down 2.2% from 2006.

Snow’s production was less than
one-tenth of its current level six
years ago, when the regional brewer
started developing a now-extensive
national distribution network and
began buying competing brewers in
the fragmented Chinese market.
That helped it tap China’s growing
ranks of beer drinkers. “Success has
largely been driven by the supply
side,” says Ari Mervis, managing di-
rector for SABMiller’s Asian and Af-
rican operations.

Though the Chinese drink less
beer per person than Americans or
Europeans, China’s beer market has
been the world’s largest for the past
six years and is growing 10% a year,
according to Euromonitor. Snow’s
rapid growth illustrates the prom-
ise of China’s vast consumer base.

But China’s price-sensitive mass

market produces thin profit mar-
gins compared with many other
countries. Chinese beer makers
have profit margins of roughly $2
per hectoliter, compared with $50
to $80 in Europe and the U.S., ac-
cording to Mr. Mervis, who says
beer prices have barely moved over
the past five years. SABMiller says
that while Snow accounts for 30% of
the brewing giant’s global sales vol-
ume, it contributes less than 5% to
overall profits.

SABMiller and China Resources
are now pushing a more upscale im-
age and putting an emphasis on qual-
ity to appeal to more-affluent con-
sumers, a potentially big growth
area that both domestic and foreign
brewers are chasing. In 2007, pre-
mium beer accounted for only 2% of
total China sales volume, well below
the global average of 12.7%, accord-
ing to Plato Logic.

Snow’s parents are promoting
higher-end offerings such as Snow
Draft, Snow Super Premium and a
beer marketed as “The Great Expe-
dition,” which is linked to an adver-
tising campaign focused on out-
door adventure sports such as
whitewater rafting and mountain-
eering and which targets younger,
higher-income customers. They are
pushing for more urban consumers
in places like Beijing and are updat-
ing the look of the product with
smaller bottles similar to the kinds
imported beers come in. “We are
moving from a supply-driven focus
to more of a demand focus,” says
Mr. Mervis.
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new rival offer
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

Dividend earnings PERFORMANCE (euros) PERFORMANCE (U.S. dollars) Dividend earnings PERFORMANCE (euros) PERFORMANCE (U.S. dollars)
yield* ratio* Dows Jones Index Last Daily 52-wk. Last Daily 52-wk. yield* ratio* Dows Jones Index Last Daily 52-wk. Last Daily 52-wk.

2.71% 12 World -a % % 238.13 –0.16% –19.1% 4.66% 14 U.S. Select Dividend -b % % 744.77 0.19% –16.2%

2.73% 12 Stoxx Global 1800 221.50 0.13% –20.1% 232.47 –0.42% –19.2% 3.97% 15 Infrastructure 1520.90 –0.86% –16.2% 2049.22 –0.86% –14.7%

3.43% 11 Stoxx 600 277.40 –0.80% –24.9% 291.14 –1.35% –24.0% 1.68% 12 Luxury 901.50 –1.41% –21.2% 1080.09 –1.41% –19.8%

3.52% 11 Stoxx Large 200 298.70 –0.75% –24.5% 311.83 –1.30% –23.5% 6.11% 4 BRIC 50 382.60 –2.18% –15.1% 515.57 –2.18% –13.6%

2.87% 13 Stoxx Mid 200 249.10 –0.86% –26.3% 260.06 –1.41% –25.4% 8.94% 5 Africa 50 921.10 –1.04% –11.0% 826.25 –1.04% –9.5%

3.17% 11 Stoxx Small 200 156.40 –1.42% –27.7% 163.17 –1.97% –26.8% 6.84% 10 GCC 40 914.90 –2.18% –1.4% 816.20 –2.72% –0.2%

3.41% 10 Euro Stoxx 306.60 –0.71% –24.3% 321.84 –1.26% –23.3% 3.18% 11 Sustainability 905.90 0.12% –21.5% 1080.15 0.04% –20.2%

3.51% 10 Euro Stoxx Large 200 328.20 –0.70% –24.5% 342.36 –1.24% –23.5% 2.24% 13 Islamic Market -a % % 1960.20 0.30% –15.4%

2.88% 13 Euro Stoxx Mid 200 282.20 –0.61% –22.2% 294.31 –1.16% –21.3% 2.56% 12 Islamic Market 100 1770.90 0.80% –16.3% 2140.33 0.73% –14.9%

3.02% 12 Euro Stoxx Small 200 170.40 –1.25% –25.2% 177.61 –1.80% –24.2% 5.72% 7 Islamic Turkey -c 2498.30 –3.03% –13.0% % %

7.99% 7 Stoxx Select Dividend 30 1776.60 –1.76% –43.8% 2137.01 –2.30% –43.1% 2.10% 18 Wilshire 5000 % % 12593.29 0.94% –14.9%

5.40% 7 Euro Stoxx Select Div 30 2157.80 –1.77% –33.7% 2605.50 –2.31% –32.9% % DJ-AIG Commodity 170.30 –0.67% –0.4% 173.85 –1.22% 0.8%

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

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

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

Australia 1.2407 2.1782 1.0945 0.1834 0.0483 0.2168 0.0115 0.3436 1.7445 0.2339 1.1596 ...

 Canada 1.0700 1.8785 0.9439 0.1582 0.0417 0.1869 0.0099 0.2963 1.5045 0.2017 ... 0.8624

 Denmark 5.3037 9.3114 4.6788 0.7840 0.2065 0.9266 0.0493 1.4687 7.4575 ... 4.9569 4.2747

 Euro 0.7112 1.2486 0.6274 0.1051 0.0277 0.1242 0.0066 0.1970 ... 0.1341 0.6647 0.5732

 Israel 3.6110 6.3397 3.1856 0.5338 0.1406 0.6309 0.0336 ... 5.0774 0.6809 3.3749 2.9105

 Japan 107.6300 188.9606 94.9495 15.9108 4.1902 18.8033 ... 29.8061 151.3385 20.2936 100.5935 86.7498

 Norway 5.7240 10.0493 5.0496 0.8462 0.2228 ... 0.0532 1.5852 8.0485 1.0793 5.3498 4.6135

 Russia 25.6864 45.0962 22.6601 3.7972 ... 4.4875 0.2387 7.1134 36.1176 4.8431 24.0071 20.7032

 Sweden 6.7646 11.8763 5.9676 ... 0.2634 1.1818 0.0629 1.8733 9.5117 1.2755 6.3224 5.4523

 Switzerland 1.1336 1.9901 ... 0.1676 0.0441 0.1980 0.0105 0.3139 1.5939 0.2137 1.0594 0.9136

 U.K. 0.5696 ... 0.5025 0.0842 0.0222 0.0995 0.0053 0.1577 0.8009 0.1074 0.5324 0.4591

 U.S. ... 1.7557 0.8822 0.1478 0.0389 0.1747 0.0093 0.2769 1.4061 0.1885 0.9346 0.8060

Source: Thomson Reuters via WSJ Market Data Group

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

WSJ.com

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

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

Corn (cents/bu.) CBOT 536.75 –7.75 –1.42% 799.25 258.50
Soybeans (cents/bu.) CBOT 1178.00 –23.00 –1.92 1,636.75 622.00
Wheat (cents/bu.) CBOT 725.75 –4.75 –0.65 1,284.25 430.00
Live cattle (cents/lb.) CME 101.650 –1.000 –0.97 113.200 96.200
Cocoa ($/ton) ICE-US 2,594 32 1.25% 3,273 1,845
Coffee (cents/lb.) ICE-US 140.80 0.70 0.50 178.90 123.40
Sugar (cents/lb.) ICE-US 13.88 0.03 0.22 15.85 9.89
Cotton (cents/lb.) ICE-US 64.04 –0.24 –0.37 98.45 59.20
Crude palm oil (ringgit/ton) MDEX 2,329.00 –25 –1.06 4,200 1,965
Cocoa (pounds/ton) LIFFE 1,536 29 1.92 1,706 979
Robusta coffee ($/ton) LIFFE 2,187 11 0.51 2,747 1,711

Copper (cents/lb.) COMEX 311.40 2.70 0.87 404.50 220.00
Gold ($/troy oz.) COMEX 762.50 –29.50 –3.72 1,048.00 437.00
Silver (cents/troy oz.) COMEX 1089.00 –82.50 –7.04 2,155.00 601.00
Aluminum ($/ton) LME 2,600.00 –23.00 –0.88 3,340.00 2,375.00
Tin ($/ton) LME 18,300.00 –690.00 –3.63 25,450 14,545
Copper ($/ton) LME 6,845.00 –33.00 –0.48 8,811.00 6,335.00
Lead ($/ton) LME 1,799.50 –14.50 –0.80 3,875.00 1,564.00
Zinc ($/ton) LME 1,722.00 –12.00 –0.69 3,169.50 1,638.00
Nickel ($/ton) LME 18,425 –235 –1.26 34,050 17,600

Crude oil ($/bbl.) NYMEX 102.58 –0.68 –0.66 148.13 66.57
Heating oil ($/gal.) NYMEX 2.9024 –0.0223 –0.76 4.2264 1.9625
RBOB gasoline ($/gal.) NYMEX 2.6616 0.0090 0.34 3.5432 1.9800
Natural gas ($/mmBtu) NYMEX 7.393 –0.142 –1.88 13.800 4.605
Brent crude ($/bbl.) ICE-EU 100.75 –1.26 –1.24 149.60 68.44
Gas oil ($/ton) ICE-EU 922.25 –18.50 –1.97 1,354.00 686.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Sept. 10
Per In

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

Argentina peso-a 4.3146 0.2318 3.0685 0.3259

Brazil real 2.5099 0.3984 1.7850 0.5602
Canada dollar 1.5045 0.6647 1.0700 0.9346

1-mo. forward 1.5053 0.6643 1.0706 0.9341
3-mos. forward 1.5066 0.6637 1.0715 0.9333
6-mos. forward 1.5081 0.6631 1.0725 0.9324

Chile peso 748.75 0.001336 532.50 0.001878
Colombia peso 2949.37 0.0003391 2097.55 0.0004768
Ecuador US dollar-f 1.4061 0.7112 1 1
Mexico peso-a 14.8761 0.0672 10.5797 0.0945
Peru sol 4.1831 0.2391 2.9750 0.3361
Uruguay peso-e 27.735 0.0361 19.725 0.0507
U.S. dollar 1.4061 0.7112 1 1
Venezuela bolivar 3019.32 0.000331 2147.30 0.000466

ASIA-PACIFIC
Australia dollar 1.7445 0.5732 1.2407 0.8060
China yuan 9.6158 0.1040 6.8387 0.1462
Hong Kong dollar 10.9663 0.0912 7.7991 0.1282
India rupee 63.352 0.0158 45.055 0.0222
Indonesia rupiah 13119 0.0000762 9330 0.0001072
Japan yen 151.34 0.006608 107.63 0.009291

1-mo. forward 151.08 0.006619 107.45 0.009307
3-mos. forward 150.59 0.006640 107.10 0.009337
6-mos. forward 149.78 0.006676 106.52 0.009388

Malaysia ringgit-c 4.8644 0.2056 3.4595 0.2891
New Zealand dollar 2.1027 0.4756 1.4954 0.6687
Pakistan rupee 107.426 0.0093 76.400 0.0131
Philippines peso 65.981 0.0152 46.925 0.0213
Singapore dollar 2.0159 0.4961 1.4337 0.6975
South Korea won 1534.76 0.0006516 1091.50 0.0009162
Taiwan dollar 44.960 0.02224 31.975 0.03127
Thailand baht 48.707 0.02053 34.640 0.02887

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

Euro zone euro 1 1 0.7112 1.4061
1-mo. forward 1.0018 0.9983 0.7124 1.4036
3-mos. forward 1.0050 0.9950 0.7147 1.3991
6-mos. forward 1.0098 0.9903 0.7181 1.3925

Czech Rep. koruna-b 24.539 0.0408 17.452 0.0573
Denmark krone 7.4575 0.1341 5.3037 0.1885
Hungary forint 239.27 0.004179 170.17 0.005877
Malta lira 0.4119 2.4278 0.2929 3.4137
Norway krone 8.0485 0.1242 5.7240 0.1747
Poland zloty 3.4077 0.2935 2.4235 0.4126
Russia ruble-d 36.118 0.02769 25.686 0.03893
Slovak Rep. koruna 30.2663 0.03304 21.5250 0.04646
Sweden krona 9.5117 0.1051 6.7646 0.1478
Switzerland franc 1.5939 0.6274 1.1336 0.8822

1-mo. forward 1.5934 0.6276 1.1332 0.8825
3-mos. forward 1.5924 0.6280 1.1325 0.8830
6-mos. forward 1.5907 0.6286 1.1313 0.8839

Turkey lira 1.7408 0.5745 1.2380 0.8078
U.K. pound 0.8009 1.2486 0.5696 1.7557

1-mo. forward 0.8028 1.2456 0.5710 1.7514
3-mos. forward 0.8062 1.2404 0.5734 1.7441
6-mos. forward 0.8110 1.2331 0.5768 1.7339

MIDDLE EAST/AFRICA
Bahrain dinar 0.5301 1.8864 0.3770 2.6525
Egypt pound-a 7.6140 0.1313 5.4150 0.1847
Israel shekel 5.0774 0.1970 3.6110 0.2769
Jordan dinar 0.9962 1.0038 0.7085 1.4114
Kuwait dinar 0.3769 2.6534 0.2680 3.7309
Lebanon pound 2112.67 0.0004733 1502.50 0.0006656
Saudi Arabia riyal 5.2732 0.1896 3.7503 0.2666
South Africa rand 11.3230 0.0883 8.0528 0.1242
United Arab dirham 5.1644 0.1936 3.6729 0.2723
SDR -f 0.9131 1.0952 0.6494 1.5399

a-floating rate b-commercial rate c-government rate c-commercial rate d-Russian Central Bank rate f-Special Drawing Rights from the Inter-
national Monetary Fund ; based on exchange rates for U.S., British and Japanese currencies.
Note: Based on trading among banks in amounts of $1 million and more, as quoted by Thomson Reuters.

Major stock market indexes Stock indexes from around the world, grouped by region. Shown in local-currency terms.

Price-to- PREVIOUS SESSION PERFORMANCE

earnings ratio* Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.

Price-to- PREVIOUS SESSION PERFORMANCE

earnings ratio* Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.

 11 EUROPE DJ Stoxx 600 277.35 –2.25 –0.80% –23.9% –24.9%

 11 DJ Stoxx 50 2820.53 –21.60 –0.76 –23.4% –24.3%

 10 Euro Zone DJ Euro Stoxx 306.59 –2.21 –0.72 –26.1% –24.3%

 13 DJ Euro Stoxx 50 3242.02 –19.05 –0.58 –26.3% –23.0%

 10 Austria ATX 3299.49 –100.53 –2.96 –26.9% –26.2%

 10 Belgium Bel-20 3055.38 –48.47 –1.56 –26.0% –28.2%

 13 Czech Republic PX 1322.0 –68.4 –4.92 –27.2% –24.7%

 13 Denmark OMX Copenhagen 364.76 –4.40 –1.19 –18.7% –21.2%

 10 Finland OMX Helsinki 7616.10 –32.51 –0.43 –34.3% –34.0%

 10 France CAC-40 4283.66 –9.68 –0.23 –23.7% –22.2%

 11 Germany DAX 6210.32 –23.09 –0.37 –23.0% –16.9%

 … Hungary BUX 20040.76 40.62 0.20% –23.6% –25.7%

 3 Ireland ISEQ 4398.18 –160.67 –3.52 –36.6% –45.8%

 9 Italy S&P/MIB 28064 –199 –0.70 –27.2% –28.0%

 6 Netherlands AEX 393.90 –1.83 –0.46 –23.6% –24.7%

 8 Norway All-Shares 416.40 –0.74 –0.18 –26.9% –24.6%

 17 Poland WIG 39572.33 –674.47 –1.68 –28.9% –33.6%

 11 Portugal PSI 20 8287.74 –142.43 –1.69 –36.3% –32.5%

 … Russia RTSI 1334.33 –60.78 –4.36% –41.7% –29.8%

 10 Spain IBEX 35 11180.8 –169.2 –1.49 –26.4% –20.0%

 15 Sweden OMX Stockholm 269.42 –2.10 –0.77 –23.4% –29.4%

 13 Switzerland SMI 7121.43 –68.02 –0.95 –16.1% –18.9%

 ... Turkey ISE National 100 39294.96 –829.61 –2.07 –29.2% –20.2%

 10 U.K. FTSE 100 5366.2 –49.4 –0.91 –16.9% –14.9%

 13 ASIA-PACIFIC DJ Asia-Pacific 121.06 –0.65 –0.53 –23.4% –21.4%

 … Australia SPX/ASX 200 4905.5 –74.6 –1.50 –22.6% –21.1%

 … China CBN 600 17016.03 57.44 0.34% –58.9% –57.6%

 12 Hong Kong Hang Seng 19999.78 –491.33 –2.40 –28.1% –17.7%

 16 India Sensex 14662.61 –238.15 –1.60 –27.7% –5.4%

 … Japan Nikkei Stock Average 12346.63 –54.02 –0.44 –19.3% –21.8%

 … Singapore Straits Times 2622.41 –50.80 –1.90 –24.3% –23.8%

 11 South Korea Kospi 1464.98 10.48 0.72 –22.8% –19.2%

 13 AMERICAS DJ Americas 317.04 2.12 0.67 –15.9% –15.1%

 … Brazil Bovespa 49617.13 1181.83 2.44 –22.3% –8.6%

 13 Mexico IPC 25637.45 7.66 0.03 –13.2% –14.8%

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

GLOBAL MARKETS LINEUP

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

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.90% 14 ALL COUNTRY (AC) WORLD* 316.37 –2.65%–21.5% –19.2%

2.90% 14 World (Developed Markets) 1,264.91 –2.52%–20.4% –19.0%

2.60% 15 World ex-EMU 147.13 –2.73%–18.7% –18.2%

2.70% 14 World ex-UK 1,257.95 –2.73%–19.7% –18.2%

3.70% 11 EAFE 1,704.72 –1.36%–24.3% –22.1%

2.70% 12 Emerging Markets (EM) 868.58 –3.76%–30.3% –20.1%

4.20% 10 EUROPE 97.57 –0.59%–23.4% –25.6%

4.30% 10 EMU 200.96 –1.36%–28.2% –22.7%

4.00% 11 Europe ex-UK 106.59 –0.84%–23.6% –24.4%

5.70% 8 Europe Value 112.47 –0.12%–25.8% –29.9%

2.70% 14 Europe Growth 82.37 –1.05%–21.1% –21.3%

3.30% 12 Europe Small Cap 166.43 –1.41%–22.7% –31.7%

2.40% 9 EM Europe 314.62 –5.55%–34.6% –25.3%

4.50% 10 UK 1,609.67 –0.54%–16.2% –14.8%

3.60% 12 Nordic Countries 148.98 –2.31%–27.7% –30.7%

1.60% 8 Russia 872.88 –8.74%–41.9% –27.0%

3.30% 14 South Africa 645.88 –3.14% –9.4% –7.6%

3.50% 13 AC ASIA PACIFIC EX-JAPAN 365.51 –2.67%–31.0% –22.9%

1.90% 15 Japan 751.49 –2.12%–20.1% –26.4%

2.30% 15 China 53.94 –2.60%–36.8% –27.5%

1.10% 17 India 593.75 –0.48%–30.6% –3.7%

2.20% 10 Korea 401.98 –1.56%–22.2% –20.5%

5.30% 12 Taiwan 248.80 –3.51%–25.5% –28.4%

2.10% 18 US BROAD MARKET 1,345.21 –3.48%–15.7% –16.0%

1.50% 35 US Small Cap 1,801.09 –3.49% –9.3% –12.4%

2.50% 12 EM LATIN AMERICA 3,368.57 –5.05%–23.4% –8.5%

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

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

Russia
adynamic economy

“A free market and openness
to the world guarantee the
irreversibility of our changes.”

Massive investments aim to transform society

A
WINDFALL resulting from
extraordinarily high commod-
ity prices has seen Russia
emerge from economic

chaos to be the world’s third-richest
country in terms of cash in the bank.
The government is using the money to
push through reforms and build reserves
that should ensure the country sees
lasting benefits.

Ten years ago, on the eve of the
financial crisis that tore through the
country, Russia had less than $10
billion in hard currency reserves, accord-
ing to the World Bank. By the middle
of last month, it had amassed just
under $600 billion. Other economic
indicators are equally impressive.

A quick look at the macroeconomic

numbers tells the story: Gross domes-
tic product last year was $1.3 trillion,
compared with $196 billion in 1999;
unemployment was 6.1%, compared
with 13%; and there was a budget
surplus of 6.1% of GDP, compared with
a budget deficit of 3.1%.And, according
to Rosstat, Russia’s official statistics
gatherer, GDP growth, which averaged
6.5% between 2002 and 2007, topped
8% in the first half of this year.

But growth has been so rapid that
the economy is overheating. Inflation
— expected to end this year at over
13% — is now the main problem in
an otherwise rosy economic picture.

“The Russian economy is operating
at the limits of its productive capacity,”
the World Bank said in its most recent

assessment of the economy, published
in June. “Unabated inflation in Russia,
growth in capacity and labor utilization
and real wages rising faster than pro-
ductivity all point to overheating in
the Russian economy.”

The Central Bank of Russia (CBR)
has responded by hiking both interest
rates and the mandatory reserve
requirements of banks, among other
things, to slow growth and reduce infla-
tion. This year’s excellent harvest will
also remove some pressure as food
makes up over 40% of Russia’s con-
sumer-price-index basket.

The current collapse of confidence
on the international credit markets and
falling commodity prices will also slow
growth but do little other damage. As

the Kremlin prudently used its windfall
revenues to pay off almost all its interna-
tional debt early, the state has no need
to tap international markets. And thanks
to the CBR’s enormous reserves, there
are plenty of domestic resources for fund-
ing investment in the broader economy.

Indeed, investment is likely to
increase. At the start of last year, the
Kremlin launched a massive $1 trillion
investment program that runs to 2015
to rebuild and replace Russia’s crum-
bling infrastructure. The Kremlin’s goal
is to transform Russia’s society over 20
years so that 60% of the population
is middle class by 2030 — an ambitious
target which can only work with effective
market reforms.

Bank reform is well in hand and

since the beginning of the year, reforms
to the domestic capital market have
been placed at the top of the agenda.
Both President Dmitry Medvedev and
his predecessor, now prime minister,
Vladimir Putin, have emphasized the
need for modernization — with particular
focus on improving management skills
— in industries such as agriculture, high-
tech, textiles and pharmaceuticals.

“A free market and openness to
the world guarantee the irreversibility
of our changes, not only a qualitative
upturn but a qualitative transforma-
tion of the social structure of Russian
society, including support to the fast-
growing middle class,” said President
Medvedev in an address to German
lawmakers in June.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 27.30 $31.55 –1.00 –3.07%
Alcoa AA 16.60 27.19 0.37 1.38%
AmExpress AXP 12.70 38.16 –0.08 –0.21%
AmIntlGp AIG 78.20 17.50 –0.87 –4.74%
BankAm BAC 83.10 32.40 –0.12 –0.37%
Boeing BA 8.20 61.71 –2.31 –3.61%
Caterpillar CAT 7.30 62.82 1.44 2.35%
Chevron CVX 16.10 81.16 2.37 3.01%
Citigroup C 85.80 18.68 –0.20 –1.06%
CocaCola KO 11.10 53.81 –0.07 –0.13%
Disney DIS 12.90 32.77 0.34 1.05%
DuPont DD 6.70 44.36 0.01 0.02%
ExxonMobil XOM 28.30 75.25 1.99 2.72%
GenElec GE 52.00 28.09 –0.03 –0.11%
GenMotor GM 29.00 11.42 0.66 6.13%
HewlettPk HPQ 20.60 46.76 0.75 1.63%
HomeDpt HD 18.70 29.10 –0.05 –0.17%
Intel INTC 60.70 20.16 –0.17 –0.84%
IBM IBM 10.90 118.04 3.00 2.61%
JPMorgChas JPM 42.10 39.40 –0.07 –0.18%
JohnsJohns JNJ 11.60 71.23 –0.11 –0.15%
McDonalds MCD 7.80 63.20 0.01 0.02%
Merck MRK 15.70 33.52 –0.82 –2.39%
Microsoft MSFT 70.30 26.44 0.34 1.30%
Pfizer PFE 35.50 18.20 –0.04 –0.22%
ProctGamb PG 17.50 72.39 0.50 0.70%
3M MMM 5.00 68.68 –0.77 –1.11%
UnitedTech UTX 5.30 63.32 –0.79 –1.23%
Verizon VZ 27.20 34.72 –0.51 –1.45%
WalMart WMT 22.50 62.02 0.89 1.46%

Dow Jones Industrial Average  P/E: nil
LAST: 11268.92 s 38.19, or 0.34%

YEAR TO DATE: t 1,995.90, or 15.0%

OVER 52 WEEKS t 2,022.73, or 15.2%

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

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

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

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

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

Havas 278 –5 –12 –14 Wendel 419 12 –2 –73

FCE Bk  873 –4 16 21 Marks & Spencer  263 12 12 41

Imperial Tob  162 –3 8 25 Bco Pop Espanol 264 13 18 62

Hammerson  327 –2 4 1 Bk of Scotland  230 13 29 69

Robert Bosch  64 –2 –2 –2 Kingfisher  334 14 27 47

Sol Melia  285 –1 –11 ... Landsbanki Is  485 14 14 –114

Stora Enso  361 –1 –19 –16 DSG Intl 436 16 31 25

Allied Domecq 151 –1 ... 1 Next  300 17 25 30

Danske Bk  71 –1 2 6 TUI AG 559 18 71 87

SABMiller  106 –1 1 –2 M real  1269 34 26 –275

Source: Markit Group

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

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

Sanofi-Aventis S.A. France Pharmaceuticals $94.0 50.90 7.15% –17.1% –22.8%

Roche Hldg Part. Cert. Switzerland Pharmaceuticals 117.2 189.20 2.16 –9.9 4.1

GlaxoSmithKline U.K. Pharmaceuticals 131.3 12.80 1.99 –4.1 –6.2

Novartis Switzerland Pharmaceuticals 142.0 60.90 1.84 –5.6 –2.1

L.M. Ericsson Tel B Sweden Telecom Equipment 31.0 70.80 1.43 –46.2 –48.1

Barclays U.K. Banks $48.5 3.47 –5.26% –41.5 –37.4

Lloyds TSB Grp U.K. Banks 29.3 2.95 –4.14 –44.7 –37.7

Soc. Generale France Banks 53.8 65.69 –4.11 –39.1 –22.3

UBS Switzerland Banks 60.2 23.26 –4.04 –57.4 –51.1

Royal Bk of Scot U.K. Banks 68.0 2.40 –3.61 –48.4 –47.9

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

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

Nokia 75.7 14.18 0.93% –41.9% 4.0%
Finland (Telecom Equipment)
Deutsche Telekom 69.8 11.38 0.89 –16.3 –25.5
Germany (Mobile Telecom)
ArcelorMittal 86.8 42.63 0.86 –7.5 ...
Luxembourg (Iron & Steel)
Assicurazioni Gen 45.3 22.87 0.57 –23.1 –3.6
Italy (Full Line Insurance)
Astrazeneca 67.5 26.42 0.53 10.1 –0.2
U.K. (Pharmaceuticals)
Daimler 55.3 40.80 0.49 –36.6 –0.3
Germany (Automobiles)
Unilever 49.6 20.60 0.41 –8.1 6.9
Netherlands (Food Products)
Total S.A. 149.5 44.32 0.32 –20.6 –17.3
France (Integrated Oil & Gas)
France Telecom 71.4 19.43 0.10 –12.7 –19.5
France (Fixed Line Telecom)
Royal Dutch Shll 108.1 21.67 –0.02 –26.0 –16.8
U.K. (Integrated Oil & Gas)
Telefonica S.A. 113.3 16.89 –0.06 –9.3 26.0
Spain (Fixed Line Telecom)
Vodafone Grp 139.4 1.36 –0.40 –17.9 –10.5
U.K. (Mobile Telecom)
HSBC Hldgs 190.2 9.03 –0.41 2.6 0.8
U.K. (Banks)
Tesco 52.6 3.82 –0.44 –12.6 16.1
U.K. (Food Retailers & Wholesalers)
SAP 65.2 37.23 –0.55 –9.3 5.1
Germany (Software)
BASF 49.8 37.44 –0.82 –19.1 25.5
Germany (Commodity Chemicals)
BP 182.7 5.02 –1.03 –11.5 –20.6
U.K. (Integrated Oil & Gas)
BT Grp 26.0 1.76 –1.12 –43.2 –19.8
U.K. (Fixed Line Telecom)
AXA S.A. 65.9 22.74 –1.15 –20.4 4.5
France (Full Line Insurance)
UniCredit 70.7 3.77 –1.18 –35.4 –20.2
Italy (Banks)

Koninklijke Philips Elec 33.3 21.86 –1.26% –27.8% –1.8%
Netherlands (Consumer Electronics)
BHP Billiton 54.9 13.85 –1.42 –4.9 67.5
U.K. (General Mining)
ENI 112.5 19.99 –1.43 –20.8 –16.9
Italy (Integrated Oil & Gas)
Banco Bilbao Viz 60.8 11.55 –1.45 –28.8 –17.3
Spain (Banks)
ING Groep 67.2 21.46 –1.49 –27.6 –10.5
Netherlands (Life Insurance)
Siemens 87.8 68.32 –1.50 –22.7 8.1
Germany (Electronic Equipment)
Deutsche Bk 45.5 61.00 –1.56 –32.4 –19.1
Germany (Banks)
Nestle S.A. 170.3 49.12 –1.60 –6.2 35.3
Switzerland (Food Products)
Fortis 28.7 9.26 –1.75 –57.0 –53.1
Netherlands (Banks)
E.ON 101.3 36.00 –1.77 –12.6 44.1
Germany (Multiutilities)
Diageo 51.9 10.45 –1.88 –0.5 28.9
U.K. (Distillers & Vintners)
Banca Intesa 64.6 3.88 –2.02 –26.5 –1.0
Italy (Banks)
BNP Paribas S.A. 81.0 63.67 –2.08 –14.2 6.7
France (Banks)
Allianz SE 70.7 111.26 –2.19 –26.1 6.4
Germany (Full Line Insurance)
Anglo Amer 51.7 21.95 –2.62 –22.1 49.7
U.K. (General Mining)
Rio Tinto 78.1 41.51 –2.67 13.2 106.8
U.K. (General Mining)
HBOS 27.6 3.00 –2.84 –66.6 –64.7
U.K. (Banks)
Banco Santander 98.8 11.24 –3.19 –12.0 8.5
Spain (Banks)
Credit Suisse Grp 53.8 51.95 –3.26 –32.6 –8.3
Switzerland (Banks)
GDF Suez 106.3 34.51 –3.29 3.1 ...
France (Multiutilities)

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 -0.31% -0.98% -4.4% -9.5% -8.8%
Merger Arbitrage -1.14% -0.36% -1.2% 0.5% 1.8%
Event Driven -1.55% -2.10% -6.3% -3.9% -4.0%
Distressed Securities -0.77% -1.49% -5.0% -8.3% -10.3%
Equity Market Neutral -0.69% -1.63% -4.0% -3.7% -2.3%
Equity Long/Short -3.26% -3.00% -8.5% -6.2% 1.4%

*Estimates as of 09/09/08, 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 1.01 102.66% 0.02% 1.32 0.64 0.93

Eur. High Volatility: 9/1 1.98 102.51 0.03 2.10 1.23 1.74

Europe Crossover: 9/1 5.47 103.62 0.07 5.96 4.00 5.06

Asia ex-Japan IG: 9/1 1.64 103.60 0.03 2.10 0.85 1.37

Japan: 9/1 1.35 103.80 0.02 1.61 0.65 1.13

 Note: Data as of September 9

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

In percentage points
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BLUE CHIPS & BONDS

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

Europe: Bank revenues from equity capital markets

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

Source: Dealogic
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Lawsuit against Merck is reinstated

Sanofi ousts CEO Le Fur
Large shareholders
pushed for change;
Glaxo veteran hired

By Christoph Rauwald

BERLIN—The governor of Lower
Saxony, Christian Wulff, said the Ger-
man federal state is ready to raise its
stake in auto maker Volkswagen AG
as a way to maintain the region’s abil-
ity to veto important decisions at Eu-
rope’s largest auto maker by sales.

“I’d rather spend the money on
something else,” Mr. Wulff said
Wednesday during an industry con-
ference in Berlin. “But we would do
it if necessary.”

Lower Saxony’s veto power will
falter if the European Commission
succeeds in blocking a new “Volks-
wagen law,” which is being dis-
cussed by the German government.
Through its stake of just more than
20%, Lower Saxony currently has
the ability to block significant deci-

sions at Volkswagen because of a de-
cades-old law that set the voting
threshold for approving major deci-
sions at 80%.

Lower Saxony, the German state
where Volkswagen is based, owns a
stake of more than 20% in Europe’s
largest auto maker by sales. It wants
to retain influence at the auto
maker as a way to prevent jobs from
being moved outside the region.

But the threshold for blocking
major decisions at VW may change
because the European Commission
has threatened to take the German
government to court for trying to
keep the threshold at 80%, rather
than the 75% level that applies to
other German companies. The origi-
nal version of the VW law was
deemed illegal so the German gov-
ernment was forced to redraft it.

To retain its veto power, Lower
Saxony would have to raise its stake
in VW to at least 25%.

Lower Saxony has clashed with
Porsche Automobil Holding SE,
Volkswagen’s largest shareholder,
for seeking to maintain the blocking
minority rule. Porsche currently
owns 30.6% in Volkswagen and will
move to a majority by year end. A po-
tential change to the blocking minor-
ity rule was “the only remaining dis-
agreement” with Porsche, Mr. Wulff
said.

Mr. Wulff reiterated that Lower
Saxony in principle welcomes Por-
sche’s investment in Volkswagen and
said he was optimistic about reach-
ing an agreement with Porsche.
 —Edward Taylor in Frankfurt

contributed to this article.

Aviva PLC
British insurer Aviva PLC’s

Dutch business, Delta Lloyd, has
agreed to compensation of about
Œ300 million ($423 million) for unit-
linked insurance policyholders. The
deal, hammered out with two con-
sumer groups, “fulfills the wish of
our customers, consumer organiza-
tions and the company to remedy
the formerly perceived lack of cost
transparency,” Delta Lloyd chair-
man Niek Hoek said in a statement.
In 2006, Dutch regulators had said
that information about some Dutch
insurance products wasn’t ade-
quate, and significant portions of
premiums weren’t invested but
were lost on costs and commissions.
Aviva said £50 million ($88 million)
of the settlement had been included
in its first-half report and the rest
would be charged in its full-year re-
sults.

—Compiled from staff
and wire service reports.

Evraz Group SA
Russia’s antitrust body said

Wednesday that steelmaker Evraz
Group SA—part-owned by billion-
aire Roman Abramovich—had
breached antimonopoly rules, over-
charging customers for coking coal.
The Federal Antimonopoly Service
opened parallel investigations into
Evraz, OAO Mechel and OAO Ras-
padskaya in July after it noted a
steep rise in coking-coal prices at
the end of last year. Coking coal is
used in the production of steel. The
FAS has yet to set a fine but said it
wouldn’t be more than 2% of Evraz’s
annual revenue. Evraz, which de-
clined to comment, has said it ex-
pects 2008 revenue of $23.2 billion
to $24.6 billion. Raspadskaya, an
Evraz affiliate, has also been
charged with manipulating prices.

GLOBAL BUSINESS BRIEFS

By Jeanne Whalen

And Elena Berton

After a series of setbacks that have
depressed its stock price, French phar-
maceutical giant Sanofi-Aventis SA
ousted its chief executive and named
GlaxoSmithKline PLC veteran Chris
Viehbacher as his successor, saying
the company needs new management
to help it bring drugs to market and ex-
pand into new areas of health care.

Sanofi shareholders have be-
come increasingly frustrated with
the company’s 35% drop in stock
price since Gerard Le Fur took the
CEO job in January 2007. Oil com-
pany Total SA and consumer-prod-
ucts maker L’Oréal SA, which to-
gether own about 20% of Sanofi,
pressured Sanofi’s board for a
change in management, a person fa-
miliar with the matter said. Total de-
clined to comment. L’Oréal didn’t re-
turn a phone call seeking comment.

Dr. Le Fur, who led drug research
before becoming CEO, will step down
on Dec. 1, when he will become an ad-
viser to top management on scien-
tific issues, a Sanofi spokesman said.

Sanofi investors welcomed the
change by lifting Sanofi shares 7.2%
to Œ50.90 ($71.78) in Paris, their

highest close in four months.
The appointment of Mr. Vieh-

bacher, an outsider with German and
Canadian citizenship, marks a change
for Sanofi, which has been run by a
tight group of mostly French man-
agers for more than two decades. Peo-
ple familiar with the matter said
Sanofi’s board began vetting replace-
ments for Dr. Le Fur several months
ago. Mr. Viehbacher and Dr. Le Fur de-
clined to comment Wednesday.

Sanofi’s board issued a state-
ment announcing Mr. Viehbacher’s
appointment after meeting Wednes-
day morning. “The evolution of the
world-wide pharmaceutical sector
requires the key players to acutely
redefine their strategy,” it said.

The board said it was recom-
mending three areas of strategic fo-
cus for Sanofi: adapting drug devel-
opment to the “new regulatory and
economic constraints of the mar-
kets,” strengthening Sanofi’s busi-
ness in emerging markets, and
branching out into other areas of
medicines and health care.

Mr. Viehbacher will have a very
involved chairman looking over his
shoulder. Jean-Francois Dehecq
built the company through acquisi-
tions, served as CEO for many years,
and retains a strong voice at Sanofi.

Analysts said the change in lead-
ership could reignite Sanofi’s inter-
est in acquisitions, including Bristol-
Myers Squibb Co., which Sanofi has
considered acquiring in the past, ac-
cording to people familiar with the

matter. Spokesmen for Bristol-My-
ers and Sanofi declined to comment.

Under Mr. Viehbacher, Sanofi
may also begin licensing more exper-
imental drugs from smaller biotech
companies, analysts said. The
French drug maker has lagged be-
hind rivals in tapping the biotech
sector, which has discovered many
of the industry’s most-promising
medicines in recent years. Sanofi’s
new chief is also likely to focus on
cost-cutting, which Sanofi has pur-
sued with less intensity than rivals.

Deutsche Bank said in a research
note that there would be no quick
fixes. Its pipeline of drugs in devel-
opment is “still poor,” and Sanofi is
late to license drugs from biotech
companies, which “leaves the com-
pany exposed to losing” at least 20%
of its revenue to generic competi-
tion by 2013, it said.

Mr. Viehbacher, who lost a race
last year to become Glaxo’s chief ex-
ecutive, resigned from his role as
head of Glaxo’s pharmaceutical oper-
ations in North America this week.
He spent eight years working for
Glaxo in Paris in a number of roles.

Dr. Le Fur, a pharmacologist by
training, is well respected as a scien-
tist inside Sanofi. As head of drug re-
search, he helped develop blockbust-
ers such as the blood-thinner Plavix,
which is among the world’s best-sell-
ing drugs.
 —David Gauthier-Villars

and Joann S. Lublin
contributed to this article.

German state may raise VW stake

Iberdrola SA

Spanish electricity company
Iberdrola SA said it is going for-
ward with the purchase of U.S. util-
ity Energy East Corp., agreeing to
accept conditions set by New York
state regulators. The deal for the
holding company that owns Roches-
ter Gas & Electric Corp. and New
York State Electric & Gas was valued
at $4.5 billion at the time of its an-
nouncement in June 2007. The New
York Public Service Commission
Tuesday released details of condi-
tions set Sept. 3 for the purchase.
Among those conditions, the com-
mission ordered the company to di-
vest Energy East’s fossil-fuel-pow-
ered plants. Under state policy,
power companies shouldn’t own
both transmission lines and generat-
ing plants. The commission’s ap-
proval was the deal’s last hurdle.

Yahoo Inc.
Yahoo Inc. hired former Mi-

crosoft Corp. executive Joanne Brad-
ford to lead its U.S. advertising sales
force, helping to rebuild its execu-
tive ranks after a string of high-pro-
file departures. The Sunnyvale, Ca-
lif., company announced the move
Tuesday, along with the departure
of David Karnstedt, a longtime Ya-
hoo executive and senior vice presi-
dent of U.S. sales. Mr. Karnstedt is
joining venture-capital firm Red-
point Ventures. Ms. Bradford, who
will carry the title of senior vice
president of U.S. revenue and mar-
ket development, inherits a chal-
lenging role. Yahoo is trying to re-
tain its prime position in selling dis-
play advertising during tough eco-
nomic times while pushing out new
products. Meanwhile, a number of
senior advertising and product exec-
utives have left the company.

A WSJ NEWS ROUNDUP

A U.S. federal appeals panel
ruled that a securities lawsuit can
go forward against Merck & Co.
stemming from the removal of its
painkiller Vioxx from the market.

In a 2-to-1 ruling, a panel of
judges from the Third U.S. Circuit
Court of Appeals on Tuesday re-
versed a ruling by a federal judge in
Newark, N.J., who had dismissed
the lawsuit brought on behalf of in-
vestors in April 2007. The suit seeks
class-action status.

The Whitehouse Station, N.J.,
drug maker said it may ask the full
circuit court or the U.S. Supreme
Court to review the three-judge deci-
sion that reinstated the suit.

Judge Stanley Chesler had dis-
missed the case on statute-of-limita-
tions grounds. The appeals panel

disagreed with that rationale.
Merck said Tuesday that it “pre-

sented several alternative grounds
for dismissing the lawsuit” that
weren’t addressed by Judge Chesler
in his decision. The company said
that if the ruling isn’t reversed
again, it will “renew its request to
dismiss the suit on those alternative
grounds.” Merck also highlighted a
Supreme Court ruling subsequent
to the April 2007 dismissal that im-
poses a higher bar for plaintiffs pur-
suing a securities case.

Merck pulled Vioxx from the mar-
ket in 2004 after its study showed
that the big-selling painkiller dou-
bled the risk of heart attack or
stroke. Merck shares plunged
27%—a loss of about $30 billion for
investors—on the day of the Vioxx
withdrawal, and fell further in the

ensuing months.
Lawyers for the plaintiffs ap-

plauded the ruling and said it will
permit them to move forward with
the case, which seeks billions of dol-
lars in damages. “Merck investors
will have their day in court,” said
Sean Coffey, a co-lead attorney for
the plaintiffs.

The securities suit is unrelated
to a $4.85 billion settlement be-
tween Merck and plaintiffs who
filed personal-injury lawsuits
against the company. More than
97% of eligible U.S. claimants have
elected to participate in the settle-
ment. Partial payments began last
month.

Merck shares were down 2% at
$33.66 in afternoon trading Wednes-
day on the New York Stock Ex-
change.

Old Mutual PLC
The chief executive of British in-

surer Old Mutual PLC resigned after
the company revealed an additional
$135 million in write-downs at its
U.S. life-insurance business. Old Mu-
tual said Julian Roberts, the former
head of the company’s Skandia opera-
tions and former finance director of
Old Mutual, would succeed outgoing
CEO Jim Sutcliffe. The insurer said
the U.S. government’s rescue of mort-
gage giants Fannie Mae and Freddie
Mac resulted in a sharp fall in the
market value of the preferred stock
of those companies. “This has led to
a write-down of around $135 million
in the value of the preferred stock in
these companies held by the Old Mu-
tual U.S. Life business,” the company
said. Mr. Roberts said it was too soon
to tell if the U.S. unit will require fur-
ther write-downs. Mr. Sutcliffe
couldn’t be reached for comment.

CORPORATE NEWS

Raiffeisen International

Raiffeisen International Bank-
Holding AG, one of the largest banks
in Central and Eastern Europe, said
it expects bank-asset growth in the
region to halve to 18% this year, but
it stuck to its own targets. Growth in
the region “has cooled down nota-
bly,” said Raiffeisen Chief Executive
Herbert Stepic, who attributed the
slowdown to the global financial cri-
sis. “It is still on a high level, but the
risk of an overheating has reduced.”
Last year, Central and Eastern Eu-
rope experienced asset growth of
36%. The fallout from Russia’s war
with Georgia will be confined to
stock markets and capital inflows
into Russia, Mr. Stepic added, but
not weigh significantly on Russia’s
economic situation or Raiffeisen.

Cie. Financière Richemont
Luxury-goods company Cie. Fi-

nancière Richemont said it is well
positioned to cope with the eco-
nomic downturn, as the rich are still
spending lavishly, though it added
that it is seeing signs of a U.S. slow-
down. The owner of brands such as
Cartier, Piaget, Van Cleef & Arpels
and Alfred Dunhill said that in the
first five months of its fiscal year,
April to August, sales rose 11% from
a year earlier. The Switzerland-
based company, in the midst of
sharpening its luxury focus by spin-
ning off its 20% stake in British
American Tobacco PLC, said its jew-
elry and watches saw good demand,
particularly in Europe and the Asian-
Pacific region. It didn’t disclose
sales figures. Stripping out cur-
rency fluctuations, sales were up
18%, Richemont said.

Total SA

Oil firm has upbeat view,
expects to lead in output

French oil major Total SA gave
an upbeat outlook, predicting indus-
try-leading production growth in
the coming years, and it proposed a
bigger-than-expected 14% rise in its
interim dividend. At a midyear re-
view of its business, Chief Executive
Christophe de Margerie said Total’s
finances would be supported by con-
tinued high oil prices, despite a re-
cent fall from a record high in July
above $147 a barrel to just over
$100 a barrel on Wednesday. Ana-
lysts, who had expected Total to
raise the interim dividend by only
7%, said the increase reflected confi-
dence in Total’s financial outlook.
Total also said it planned to spend
Œ5.5 billion ($7.8 billion) on re-
search and development until 2013.
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By Renée Schultes

And Shanny Basar

M ERGER TALKS between in-
terdealer brokers Tullett
Prebon PLC of the U.K. and

smaller U.S. rival GFI Group have
broken down, a move one analyst at-
tributed to the pound’s fall as the
talks went on.

Interdealer brokers occupy a
rare niche in today’s financial sys-
tem, employing people to broker
trades between bankers, even as the
rest of the financial marketplace
turns increasingly to electronic plat-
forms to match buyers and sellers.

But the growing importance of
computerized trading, along with
rising competition from financial ex-
changes, have put pressure on the
old model and raised the prospect of
consolidation. Last month, the Lon-
don-based interdealer broker said it
expected to reach a definitive agree-
ment in four to six weeks. Terry
Smith, Tullett Prebon chief execu-
tive, said at the time that the
merger with GFI was the company’s
“major focus” and could be com-
pleted early next year.

Late Tuesday, however, Tullett
Prebon said in a statement that it
hadn’t been able to reach agreement
with GFI on satisfactory terms for a
potential combination and that dis-
cussions between the two parties
ceased. GFI said in a statement it ter-
minated its discussions with Tullett
Prebon regarding a possible busi-
ness combination because the two
companies failed to reach acceptable
economic terms for a transaction.

Daniel Garrod, an analyst at Citi-
group in London, wrote in a note to
clients Wednesday morning that
the dollar’s 11% appreciation during
the period of the talks was likely to
have contributed to the collapse in
merger talks, which were first an-
nounced at the end of July. He also
suggested issues surrounding key
customers’ solvency may not have
helped. A spokesman for Tullett Pre-
bon declined to comment.

The exchange rate might not have
been the sole factor, however. An-
drew Mitchell, analyst at Fox-Pitt,
Kelton in London, said that consider-

ing the geographic revenue split be-
tween the U.S. and U.K. of both GFI
and Tullett Prebon was broadly simi-
lar, movement in the dollar-sterling
exchange rate shouldn’t have had too
significant an impact on the relative
value of each entity. “I would be sur-
prised if this stopped the deal, given
this was expected to be a share ex-
change,” he said.

He also pointed to comments
made by Mr. Smith, at a recent ana-
lyst briefing, that suggested if this
round of talks with GFI were unsuc-
cessful, it could possibly return to a
deal at a later date. The two inter-
dealer brokers had been in fruitless
merger talks twice before this most
recent attempt. Mr. Mitchell said
the breakdown in talks was “disap-
pointing strategically, given we
thought this combination would
have made a lot of sense.”

GFI said it will continue to pur-
sue its strategy of technology-en-
abled brokerage and other services
in the over-the-counter derivative
and cash markets and to focus on de-
livering value to its shareholders.

Citigroup analysts said in a re-
port last week on global interdealer
brokers that the strategic logic of
combining these two brokers is
“compelling” as they would have a
combined market share of 30%, simi-
lar to the market share enjoyed by
the dominant interdealer broker,
ICAP; economies of scale boosting
operating margins; complementary
products; a potentially superior
electronic platform; greater ability
to defend liquidity pools and pric-
ing; and diversity and depth insulat-
ing against broker poaching.

Merger talks are scuttled
by Tullett Prebon, GFI
Interdealer brokers
at odds over terms;
future pact possible

Midas Capital’s Edwards
is returning to CEO’s job
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By Phil Craig

Midas Capital PLC’s Simon Ed-
wards, who gave up his chief execu-
tive’s title when the money-manage-
ment firm merged with another this
year, is taking the helm of the com-
bined group.

Mr. Edwards, who has been the
group’s fund-management head, is

taking over after Mike Phillips re-
signed as head of Midas, according
to the group’s interim results, pub-
lished Tuesday. Midas manages
£2 billion, or $3.5 billion.

Midas merged in February with
fund boutique iimia MitonOptimal.
Before that, Mr. Phillips was chief ex-
ecutive officer of iimia MitonOpti-
mal, and Mr. Edwards was Midas’s
CEO. Mr. Edwards became head of
fund management of the enlarged
group in February.

The leadership change comes as
the group reshuffles its manage-
ment. Colin Rutherford, chairman
of the group, has become executive

chairman, and its executive direc-
tors have stepped down from the
board to form a separate manage-
ment committee, which will report
on each of the group’s businesses.

Midas said Tuesday that, mainly
through the merger, revenue rose to
£15 million in the six months ended
June 30 compared to £5.64 million
in the period a year earlier, but that
it swung to a net loss of £294,000
versus profit of £600,000 in the
same period the year before. The
merger was completed halfway
through the period in early March.
Mr. Edwards said the loss stemmed
partially from merger-related costs,
including severance.

Mr. Rutherford said the firm
won’t pay any dividends this year be-
cause of difficult conditions in the
equity markets.

The company, he said in a state-
ment, “will look to resume our divi-
dend policy when there is a substan-
tive improvement in sentiment in
the stock markets.”

By Duncan Kerr

Royal Bank of Scotland Group
PLC has completed its senior man-
agement team across product sales
and trading in the U.S. with the hire
of an 18-year veteran from Bank of
America Corp. to run its foreign-ex-
change and local markets trading op-
erations in the Americas.

Christiane Mandell, formerly
head of Bank of America’s global for-
eign-exchange group, has joined
RBS in its U.S. headquarters, as head
of foreign-exchange and local-mar-
kets trading, a new position de-
signed to spearhead growth of its
operations in the region.

Ms. Mandell reports locally to Sy-
mon Drake-Brockman, head of mar-

kets, Americas. She also has global
reporting lines into Roger Hawes,
London-based global head of spot
foreign-exchange trading, and
Patrick Olsson, London-based glo-
bal head of local markets.

Peter Nielsen, global head of
rates, local markets, currencies and
commodities, said Ms. Mandell’s ex-
perience and respect in the foreign-
exchange market will be vital to RBS
as it looks to build market share and
position itself “firmly within the
elite in the region.”

The completion of RBS’s senior
management team in the U.S. comes
as U.K. rival Barclays Capital, the in-
vestment-banking arm of Barclays
PLC, aims to increase its staff in the
Americas by about 16% this year.

By Jennifer Bollen

Private-equity firm Advent Inter-
national Corp. has raised 60 billion
yen, or about $560 million, for its
first Japan fund after about 14
months of fund raising as it prepares
to make its debut in the increasingly
active Japanese buyout market.

The firm announced the final
close Wednesday although it de-
clined to disclose the fund’s target
or upper limit. Advent has advised
Japanese venture funds for 24 years
but has yet to close a deal of its own
in the country. The firm has four or
five potential deals in the pipeline,
according to a spokesperson.

The midmarket Advent Japan Pri-
vate Equity fund will invest in com-
panies worth between $45 million
and $450 million in the industrial,
retail and consumer, support ser-
vices and health-care and life-sci-
ences sectors. The fund also will
have the flexibility to invest in
larger deals through co-invest-
ments with other Advent funds.

Of the fund’s investors, 46%
came from North America and Eu-
rope, 23% came from Japan and 31%
came from the rest of Asia. The lat-
est fund raising means Advent has
raised $14 billion in 14 months after
closing its global, Latin American
and Central and Eastern European
funds.

Advent raises
$560 million
for Japan fund

Midas merged in
February with fund
boutique iimia
MitonOptimal.

RBS sets U.S. management team
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General Mohamed El-
Baradei won’t seek
re-election when his
term expires in 2009.

Mr. El-Baradei’s
decision, presented
to the United Nations

nuclear watchdog’s board of governors in a five-
page memo, said he “is not available” for another
term.

Mr. El-Baradei is ready to retire and hasn’t come
under pressure, according to a Vienna-based diplo-
mat. The U.S. opposed his reappointment for a third
term in 2005, due to differences over the body’s pur-
suit of alleged nuclear-weapons programs in Iraq
and Iran. —David Crawford

El-Baradei won’t pursue
new term at nuclear body

B
RITISH prosecutors
said they would seek
the retrial of seven

men accused of plotting to
blow up trans-Atlantic airlin-
ers bound for the U.S. and
Canada.

Britain’s Crown Prosecu-
tion Service said it will ask
a judge to authorize a sec-
ond trial. After a five-month
trial, jurors on Monday con-
victed three men on sepa-

rate conspiracy-to-murder charges and acquitted an
eighth man. But they were unable to reach a deci-
sion on the most serious charges connected to the
alleged plot. The men will face new charges specifi-
cally related to an accusation they planned to ex-
plode bombs aboard airliners.  —Associated Press

North Korea denies reports Kim is seriously ill

OPEC to curb oil output as price weakens
Russians make offer
to work with cartel,
raising EU concerns

By Neil King Jr.,

Spencer Swartz

And Anna Raff

OPEC said it will cut oil produc-
tion by about 520,000 barrels
a day in the face of falling

prices and slowing demand growth,
just hours after Russia upped the
ante in its face-off with the West by
proposing “extensive cooperation”
with the cartel.

The reduction agreed to by the
group’s 13 ministers represents less
than 1% of world oil supply and will oc-
cur over the next 40 days. Officials of
the Organization of Petroleum Export-
ing Countries described the move as
necessary to avoid a buildup of excess
supply. After initially rising because
of the surprise decision, crude-oil fu-
tures fell Wednesday following a U.S.
government report that showed fur-
ther demand weakness in the world’s
top energy-consuming nation.

Even so, oil prices remain at more
than $100 a barrel, high enough to be
a significant drag on the world’s ma-
jor economies. The International En-
ergy Agency, the energy watchdog
for big oil-consuming nations, said
Wednesday the cut could derail the
oil-price relief that consumers have
seen in recent weeks. “Removing sup-
ply may not be very helpful for con-
sumers.…We think $100 a barrel is
still high by any condition and espe-
cially given the current world eco-
nomic conditions,” IEA supply ana-
lyst David Fyfe said.

Thecutswould putOPEC’s output—
now at around 32.7 million barrels a
day—back to where it was during the
first three months of the year. The sec-
retary-general of OPEC, Abdalla Sa-
lem El-Badri, said Wednesday that the
organization didn’t discuss a price tar-
get when it decided to cut output.

“We are cutting oversupply,” Mr.
El-Badri said at a news conference
Wednesday. Members whoare produc-
ing over their OPEC quota “should go
back to it,” he said, adding that mem-
bers’ output above their quotas cur-
rently totals 900,000 barrels a day.

The decision, following hoursof de-
bate, came after U.S. benchmark crude
fell Tuesday to its lowest level in five
months, settling at $103.26 a barrel,
down $3.08, or 2.9%, on the New York
Mercantile Exchange. Wednesday af-
ternoon, crude was down 45 cents at
$102.81 a barrel on Nymex.

The offer of cooperation by Rus-
sia’s energy czar and vice premier,
Igor Sechin, came as a surprise twist
at the start of the OPEC session.
OPEC supplies around 40% of the
world’s oil, while Russian output
makes up 11%.

Mr. Sechin made his offer in per-
son in a visit that OPEC officials said
was arranged in recent days. The Rus-
sian delegation of more than 20 offi-
cials raised eyebrows at the cartel’s
usually cloistered headquarters
along the banks of the Danube; it was
among the largest sent to Vienna by a
nonmember state, an OPEC official
said. It was also the most high-profile
visit from Moscow to the cartel in at
least a decade. Among the group was
Sergei Bogdanchikov, the chief execu-
tive of Russian oil giant OAO Rosneft.
Mr. Sechin is board chairman of state-
controlled Rosneft.

The Russian outreach to OPEC
comes at a time of strain between Mos-
cow and the West after Russia’s inva-
sion of Georgia last month. While an
actual alliance with OPEC seems far-
fetched, concerns run high in the U.S.
and Europe that Moscow is trying to

increase its chokehold over Europe’s
energy needs. Moscow supplies Eu-
rope with most of its natural gas and
much of its crude oil and gasoline.

OPEC’s first formal gathering in
six months was otherwise fraught
with politics and posturing as fac-
tions tussled over whether to cut out-
put. The decision to reduce output
means that Saudi Arabia will likely
scale back its production to where it
was earlier this year, before Riyadh
began ramping up in a bid to drive
down record prices.

The latest action suggests OPEC
considers the optimal price for the
group’s purposes stands at around
$100 a barrel, though oil is up nearly

33% from a year ago and nearly qua-
druple what it was in 2003. At the
same time, there are signs that global
demand for oil is slackening. The IEA
said Wednesday that global crude
throughput at refineries would aver-
age 74.9 million barrels a day in the
third quarter, a downward revision
of 500,000 barrels a day from last
month’s report.

OPEC intended with its cut to keep
supply in balance with falling demand,
but it’s too soon for the market to
know whether the cartel will succeed,
said Tom Bentz, an analyst and broker
with BNP Paribas in New York. “It’s all
going to depend how much further de-
mand deteriorates and how the global
economy fares in the next six months,”
he said. IEA chief Nobuo Tanaka said
Wednesday that OPEC shouldn’t have
cut its production plans.

The decision came as a surprise.
Arriving at his hotel around dawn
Tuesday, Saudi oil minister Ali
Naimi, the principal voice within the
cartel, had described the market as
“fairly well balanced” and “in a
healthy position.” But the Iranian oil
minister, Gholam Hossein Nozari,
and Libya’s top oil official, Shokri
Ghanem, had spoken of oversupply.

OPEC President Chakib Khelil,
who is also Algeria’s oil minister,
said the group’s action was unlikely
to ease the recent slide in oil prices
because weakening U.S. and Euro-
pean demand had allowed crude in-

ventories to build.
For months, OPEC ministers have

blamed everyone from market ma-
nipulators to doomsayers for driving
oil prices to records, arguing that the
price had no relation to the funda-
mentals of supply and demand.

Mr. Sechin said Russia was work-
ing on a draft memorandum of under-
standing on deeper cooperation be-
tween Russia and OPEC. Part of the co-
operation, he said, could include pro-
viding for a “stable pricing environ-
ment” for producers and consumers.

Bringing Russia into OPEC would
give the group additional clout but
would also present myriad head-
aches, which is why analysts were
largely skeptical that any meaning-
ful cooperation would bloom from
Moscow’s visit. Saudi Arabia, the big-
gest power in OPEC, is a close U.S.
ally and is loath to see the group
used as a forum to take shots at the
West. Russian officials didn’t specify
whether they were seeking admis-
sion as a regular OPEC member.

Even formal cooperation short
of membership would be a water-
shed for the global oil market. OPEC
officials declined to comment on
what might become of the Russian
outreach. Mr. Khelil declined to say
whether OPEC would extend mem-
bership to Russia.
 —Benoit Faucon, Brian Baskin

and Gurdeep Singh
contributed to this article.

T
URKEY’S ECONOMY
braked sharply in the
second quarter as ris-

ing inflation and high inter-
est rates ate into consump-
tion and reduced investment.

The sudden slowdown
was steeper than expected
and affected all sectors. Econ-
omists see the combination
of slowing economic growth
and softening commodity
prices giving the central

bank a chance to cut interest rates, which now stand
at 16.75%. Gross domestic product grew 1.9% from a
year earlier, down from a revised 6.7% annual growth
rate in the first quarter and the slowest rate since
Turkey’s long expansion began in 2002, Turkstat, the
statistical institute, said.  —Chrisopher Emsden

Prosecutors want retrial
in airline terrorism case
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By Evan Ramstad

SEOUL—North Korea put on a
show of strength Wednesday in the
face of reports that dictator Kim
Jong Il is seriously ill, with his sec-
ond-in-command holding a rare
meeting with a foreign media orga-
nization to dispel the accounts.

Mr. Kim remained out of sight,
however, a day after missing cele-
bration activities for North Korea’s
60th anniversary.

In neighboring South Korea, gov-
ernment officials reinforced reports
that emerged from U.S. intelligence
officials Tuesday that Mr. Kim suf-
fered a debilitating illness recently.

In a hearing at the Na-
tional Assembly, South Ko-
rean intelligence officials
told lawmakers that Mr.
Kim experienced a stroke
several weeks ago and
can’t walk, a lawmaker who
attended said.

South Korean President
Lee Myung-bak met with se-
nior secretaries to discuss
the situation in North Ko-
rea and steps the South
might take if Mr. Kim’s
health problems created political in-
stability.

Mr. Kim, 67 years old, has led
North Korea since the 1994 death of

his father Kim Il Sung, who
founded the country in
1948. Reports of his illness
raise the prospect of a sec-
ond change in power in
North Korea, a develop-
ment that would affect sta-
bility and security in north-
east Asia.

North Korea’s state-run
media haven’t said anything
about Mr. Kim’s health. The
country has never disclosed
illnesses involving Mr. Kim

or his father before him.
In China, the foreign ministry

said it had nothing to add Wednes-
day to its statement the day before

that it wasn’t aware of any health
problems besetting Mr. Kim.

Liu Ming, a North Korea special-
ist at the Shanghai Academy of So-
cial Sciences, says that whatever
happens to the leadership in Pyong-
yang, China’s interest is in “main-
taining stability, promoting eco-
nomic reform” and encouraging
North Korea to give up its nuclear
arms. Mr. Liu said he expects one of
Mr. Kim’s sons to succeed him if he
isn’t able to continue in office, but
he said a power struggle could erupt
among factions in the military and
Korean Workers Party.
 —Gordon Fairclough in Shanghai

contributed to this article.
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Wednesday: $102.58,
down 68 U.S. cents

Steep economic slowdown
raises hopes for rate cut
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PF (LUX)-Water-Pca GL EQ LUX 09/09 EUR 132.22 –15.3 –13.9 –0.7
PF (LUX)-WldGovBds-Pca GL BD LUX 09/09 USD 149.34 1.5 5.6 5.5
PF (LUX)-WldGovBds-Pdi GL BD LUX 09/09 USD 126.38 1.5 5.6 5.5
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 09/09 USD 79.55 NS NS NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Asia Ex-Japan Fund USD AS EQ IRL 05/20 USD 1.12 –93.7 –93.8 –72.2
Global Technology OT EQ IRL 09/09 USD 11.47 –20.7 –19.7 –4.2
Japan Fund USD JP EQ IRL 09/10 USD 14.58 –13.4 –15.6 –10.3

n Hemisphere Management (Ireland) Limited
Columbus USD A GL EQ CYM 07/31 USD 97.13 –3.7 –10.0 NS
Discovery USD A OT OT CYM 07/31 USD 112.93 1.2 10.8 7.5
Elbrus USD A GL EQ CYM 07/31 USD 13.65 –16.6 –1.5 20.0
Europn Conviction USD B EU EQ CYM 07/31 USD 112.19 –1.8 5.8 5.0
Europn Forager USD B OT OT CYM 07/31 USD 192.93 –6.0 –9.3 8.2
Gl Utilities Abs Rtn USD A OT OT CYM 07/31 USD 103.31 –13.9 –8.0 0.9
Japan Abs Ret USD A AS EQ CYM 07/31 USD 141.61 –9.5 –17.9 –7.4
Latin America USD A GL EQ CYM 07/31 USD 14.18 4.0 0.2 19.3
Paragon Limited USD A EU EQ CYM 07/31 USD 306.36 11.5 20.0 22.9
UK Fund USD A OT OT CYM 07/31 USD 164.76 3.6 0.5 5.0

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 09/03 USD 105.88 NS 2.7 14.8

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 09/09 EUR 776.58 –21.1 NS NS
Core Eurozone Eq B EU EQ IRL 09/09 EUR 888.65 NS NS NS
Euro Fixed Income A EU BD IRL 09/09 EUR 1211.57 –3.0 –4.6 –2.7
Euro Fixed Income B EU BD IRL 09/09 EUR 1283.33 –2.6 –4.0 –2.2
Euro Small Cap A EU EQ IRL 09/09 EUR 1340.31 –23.9 –32.0 –12.6
Euro Small Cap B EU EQ IRL 09/09 EUR 1424.49 –23.6 –31.5 –12.1
Eurozone Agg Eq A EU EQ IRL 09/09 EUR 713.45 –25.5 –25.9 NS
Eurozone Agg Eq B EU EQ IRL 09/09 EUR 1017.47 –25.2 –25.4 –7.5

Glbl Bd (EuroHdg) A GL BD IRL 09/09 EUR 1291.35 –0.2 –0.2 0.5
Glbl Bd (EuroHdg) B GL BD IRL 09/09 EUR 1358.72 0.3 0.4 1.1
Glbl Bd A EU BD IRL 09/09 EUR 1028.67 2.0 –1.8 –2.4
Glbl Bd B EU BD IRL 09/09 EUR 1086.70 2.5 –1.2 –1.8
Glbl Real Estate A OT EQ IRL 09/09 USD 1076.81 –15.3 –18.1 –5.4
Glbl Real Estate B OT EQ IRL 09/09 USD 1101.53 –14.9 –17.6 –4.9
Glbl Real Estate EH-A OT EQ IRL 09/09 EUR 1014.60 –13.5 –18.1 –7.4
Glbl Real Estate SH-B OT EQ IRL 09/09 GBP 96.26 –12.3 –16.3 –5.5
Glbl Strategic Yield A EU BD IRL 09/09 EUR 1465.82 –1.9 –1.0 1.4
Glbl Strategic Yield B EU BD IRL 09/09 EUR 1556.30 –1.5 –0.4 2.0
Japan Equity A JP EQ IRL 09/09 JPY 14507.00 –22.0 –27.1 –15.6
Japan Equity B JP EQ IRL 09/09 JPY 15342.00 –21.6 –26.6 –15.1
Multi St Cash Plus EH-A GL EQ IRL 09/09 EUR 1033.44 2.1 NS NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 09/09 USD 1899.14 –28.2 –22.3 3.4
PacBasn (Ex-Jap) Eq B AS EQ IRL 09/09 USD 2010.58 –27.9 –21.9 4.0
Pan European Eq A EU EQ IRL 09/09 EUR 1039.93 –23.5 –24.8 –8.6
Pan European Eq B EU EQ IRL 09/09 EUR 1101.21 –23.2 –24.3 –8.0
US Equity A US EQ IRL 09/09 USD 953.34 –17.8 –14.4 –0.8
US Equity B US EQ IRL 09/09 USD 1012.82 –17.5 –13.9 –0.2
US Small Cap A US EQ IRL 09/09 USD 1453.23 –15.4 –14.9 –0.6
US Small Cap B US EQ IRL 09/09 USD 1544.74 –15.1 –14.4 0.0

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 09/10 SEK 86.75 –25.6 –28.2 –11.4
Choice Japan Fd JP EQ LUX 09/10 JPY 62.67 –20.7 –24.0 –16.9
Choice Jpn Chance/Risk JP EQ LUX 09/10 JPY 66.33 –25.9 –27.5 –14.9
Choice NthAmChance/Risk US EQ LUX 09/10 USD 4.37 –16.5 –11.0 –1.0
Europe 2 Fd EU EQ LUX 09/10 EUR 1.06 –26.9 –28.3 –9.5
Europe 3 Fd EU EQ LUX 09/10 GBP 3.74 –20.5 –15.4 –1.6
Global Chance/Risk Fd GL EQ LUX 09/09 EUR 0.66 –16.5 –20.5 –8.0
Global Fd GL EQ LUX 09/10 USD 2.35 –20.4 –18.7 –2.9
Intl Mixed Fd -C- NO BA LUX 09/10 USD 28.21 –15.3 –12.7 –0.3
Intl Mixed Fd -D- NO BA LUX 09/10 USD 19.91 –15.3 –12.7 1.0
Wireless Fd OT EQ LUX 09/10 EUR 0.14 –27.3 –28.0 –5.5

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 09/10 USD 6.27 –31.1 –25.1 0.9
Currency Alpha EUR -IC- OT OT LUX 09/10 EUR 10.69 4.6 4.9 NS
Currency Alpha EUR -RC- OT OT LUX 09/10 EUR 10.64 4.2 4.3 NS
Currency Alpha SEK -ID- OT OT LUX 09/10 SEK 103.58 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 09/10 SEK 101.21 NS NS NS
Generation Fd 80 OT OT LUX 09/10 SEK 8.07 –14.6 NS NS
Nordic Focus EUR NO EQ LUX 09/10 EUR 78.54 –20.6 NS NS
Nordic Focus NOK NO EQ LUX 09/10 NOK 78.67 NS NS NS
Nordic Focus SEK NO EQ LUX 09/10 SEK 79.55 –20.1 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 09/10 USD 1.12 –31.2 –25.3 2.4
Choice North America Eq. Fd US EQ LUX 09/10 USD 1.97 –18.8 –16.0 –3.6
Ethical Global Fd GL EQ LUX 09/10 USD 0.86 –21.4 –20.6 –4.6
Ethical Sweden Fd NO EQ LUX 09/10 SEK 37.08 –16.8 –20.5 –2.1
Europe Fd EU EQ LUX 09/10 USD 2.50 –29.6 –26.7 4.2
Global Equity Fd GL EQ LUX 09/10 USD 1.51 –20.1 –18.5 –1.6
Index Linked Bd Fd SEK OT BD LUX 09/10 SEK 12.95 3.7 5.4 3.8
Medical Fd OT EQ LUX 09/10 USD 3.46 –10.2 –5.6 –0.7
Short Medium Bd Fd SEK NO MM LUX 09/10 SEK 9.12 2.7 3.7 3.2
Technology Fd OT EQ LUX 09/10 USD 2.23 –21.6 –17.0 –0.3
World Fd GL EQ LUX 09/10 USD 2.21 –17.3 –14.8 5.4

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 09/10 EUR 1.27 1.9 2.6 2.6
Short Bond Fd SEK NO MM LUX 09/10 SEK 21.56 2.8 3.8 3.2
Short Bond Fd USD US MM LUX 09/10 USD 2.48 1.2 2.6 3.5

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 09/10 SEK 10.38 1.7 2.0 1.9
Alpha Bond Fd SEK -B- NO BD LUX 09/10 SEK 9.32 1.7 2.0 1.9
Alpha Bond Fd SEK -C- NO BD LUX 09/10 SEK 26.02 1.6 1.9 1.7
Alpha Bond Fd SEK -D- NO BD LUX 09/10 SEK 8.67 1.6 1.9 1.7
Alpha Short Bd SEK -A- NO MM LUX 09/10 SEK 10.81 2.9 4.0 3.3
Alpha Short Bd SEK -B- NO MM LUX 09/10 SEK 10.14 2.9 4.0 3.3

Alpha Short Bd SEK -C- NO MM LUX 09/10 SEK 21.16 2.8 3.9 3.2
Alpha Short Bd SEK -D- NO MM LUX 09/10 SEK 8.80 2.8 3.9 3.2
Bond Fd EUR -C- EU BD LUX 09/10 EUR 1.24 2.4 2.0 1.3
Bond Fd EUR -D- EU BD LUX 09/10 EUR 0.50 2.4 2.0 1.3
Bond Fd SEK -C- NO BD LUX 09/10 SEK 38.67 2.4 2.8 2.1
Bond Fd SEK -D- NO BD LUX 09/10 SEK 11.60 1.2 1.6 1.5
Corp. Bond Fd EUR -C- EU BD LUX 09/10 EUR 1.17 –0.3 –1.3 –0.5
Corp. Bond Fd EUR -D- EU BD LUX 09/09 EUR 0.92 0.3 –0.8 –0.5
Corp. Bond Fd SEK -C- NO BD LUX 09/10 SEK 12.07 0.0 –0.3 0.3
Corp. Bond Fd SEK -D- NO BD LUX 09/10 SEK 9.48 0.2 –0.1 0.4
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 09/10 EUR 99.34 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 09/10 EUR 99.21 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 09/10 SEK 102.12 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 09/10 SEK 943.49 NS NS NS
Flexible Bond Fd -C- NO BD LUX 09/10 SEK 20.23 2.5 3.4 2.8
Flexible Bond Fd -D- NO BD LUX 09/10 SEK 11.45 2.5 3.4 2.8

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 09/10 SEK 96.50 –9.1 –8.0 –3.5
Global Hedge I SEK -D- OT OT LUX 09/10 SEK 88.19 –11.8 –10.6 –4.9

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 09/10 USD 2.27 –31.9 –18.2 7.5

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 09/10 SEK 22.98 –31.2 –36.1 –7.0
Europe Chance/Risk Fd EU EQ LUX 09/10 EUR 1217.87 –28.4 –29.6 –10.4

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 09/09 USD 19.11 –42.2 –36.2 12.7
Eq. Pacific A AS EQ LUX 09/09 USD 9.22 –33.4 –25.0 6.1

n SGAM Fund
Bonds CHF A CH BD LUX 09/09 CHF 26.72 2.4 2.3 0.0
Bonds ConvEurope A EU BD LUX 09/09 EUR 30.34 4.4 8.5 9.1
Bonds Eur Corp A EU BD LUX 09/09 EUR 21.61 –1.5 –2.3 –1.0
Bonds Eur Hi Yld A EU BD LUX 09/08 EUR 19.33 –8.8 –9.2 –4.1
Bonds EURO A EU BD LUX 09/09 EUR 37.63 1.9 2.3 1.1
Bonds Europe A EU BD LUX 09/09 EUR 36.32 1.6 1.4 0.8
Bonds US MtgBkSec A US BD LUX 09/09 USD 22.86 –9.4 –7.6 –1.5
Bonds US OppsCoreplus A US BD LUX 09/09 USD 32.21 2.3 5.4 5.1
Bonds World A GL BD LUX 09/09 USD 37.67 1.3 7.0 6.8
Eq. ConcentratedEuropeA EU EQ LUX 09/09 EUR 30.40 –24.7 –25.9 –9.9
Eq. Eastern Europe A EU EQ LUX 09/08 EUR 29.61 –32.8 –26.6 –4.8
Eq. Equities Global Energy OT EQ LUX 09/08 USD 21.37 –15.2 –3.4 10.1
Eq. Euroland A EU EQ LUX 09/09 EUR 12.65 –26.8 –27.4 –9.1
Eq. Euroland MidCapA EU EQ LUX 09/09 EUR 22.19 –23.4 –29.9 –9.6
Eq. EurolandCyclclsA EU EQ LUX 09/09 EUR 19.24 –24.1 –22.4 –1.6
Eq. EurolandFinancialA OT EQ LUX 09/09 EUR 14.07 –24.4 –27.0 –14.4
Eq. Glbl Emg Cty A GL EQ LUX 09/08 USD 9.43 –30.2 –20.3 4.7
Eq. Global A GL EQ LUX 09/09 USD 28.76 –24.9 –24.8 –7.3
Eq. Global Technol A OT EQ LUX 09/09 USD 5.57 –21.4 –26.9 –6.9
Eq. Gold Mines A OT EQ LUX 09/09 USD 18.03 –39.8 –29.7 –15.8
Eq. Japan A JP EQ LUX 09/09 JPY 1001.77 –24.3 –27.6 –17.4
Eq. Japan Sm Cap A JP EQ LUX 09/09 JPY 1139.83 –33.1 –35.2 –34.6
Eq. Japan Target A JP EQ LUX 09/09 JPY 1798.22 –11.2 –19.3 –12.5
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 09/09 GBP 13.04 –23.5 –27.0 –10.4
Eq. US ConcenCore A US EQ LUX 09/09 USD 21.58 –19.6 –15.7 –2.6
Eq. US Lg Cap Gr A US EQ LUX 09/09 USD 16.36 –18.7 –14.4 –2.3
Eq. US Mid Cap A US EQ LUX 09/08 USD 30.52 –22.0 –16.9 3.5
Eq. US Multi Strg A US EQ LUX 09/09 USD 23.78 –17.4 –17.3 –4.2
Eq. US Rel Val A US EQ LUX 09/09 USD 23.77 –16.9 –22.0 –7.4
Eq. US Sm Cap Val A US EQ LUX 09/09 USD 21.79 –12.7 –20.8 –5.3
Eq. US Value Opp A US EQ LUX 09/09 USD 20.27 –20.5 –25.8 –12.0
Money Market EURO A EU MM LUX 09/09 EUR 26.78 3.0 4.3 3.9
Money Market USD A US MM LUX 09/09 USD 15.63 2.1 3.6 4.3

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 08/15 USD 12.54 –15.2 18.4 18.6
UAE Blue Chip Fund Acc AS EQ ARE 08/28 AED 10.39 –10.9 24.6 11.7

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 09/10 EEK 177.25 –33.9 –39.5 –14.9
New Europe Small Cap EUR EE EQ EST 09/10 EEK 93.61 –32.8 –38.1 –12.4
Second Wave EUR EE EQ EST 09/10 EEK 204.74 –25.5 –28.1 2.6

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 09/10 JPY 11593.00 –30.8 –36.5 –22.9
YMR-N Japan Fund JP EQ IRL 09/10 JPY 13161.00 –24.3 –31.5 –16.7
YMR-N Low Price Fund JP EQ IRL 09/10 JPY 16969.00 –25.6 –30.6 –19.4
YMR-N Small Cap Fund JP EQ IRL 09/10 JPY 8009.00 –35.4 –41.8 –27.9
Yuki Mizuho Gen Jpn III JP EQ IRL 09/10 JPY 6450.00 –30.6 –33.6 NS
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 09/10 JPY 6810.00 –29.9 –35.4 –22.8
Yuki Mizuho Jpn Exc 100 JP EQ IRL 09/10 JPY 9022.00 –28.0 –32.0 –20.2
Yuki Mizuho Jpn Gen JP EQ IRL 09/10 JPY 11158.00 –27.4 –35.3 –18.5
Yuki Mizuho Jpn Gro JP EQ IRL 09/10 JPY 8187.00 –33.6 –38.3 –23.6
Yuki Mizuho Jpn Inc JP EQ IRL 09/10 JPY 10768.00 –17.8 –25.8 –12.4
Yuki Mizuho Jpn Lg Cap AS EQ IRL 09/10 JPY 6965.00 –26.2 –31.2 NS
Yuki Mizuho Jpn LowP JP EQ IRL 09/10 JPY 14027.00 –22.6 –24.2 –17.7
Yuki Mizuho Jpn PGth JP EQ IRL 09/10 JPY 10905.00 –33.6 –36.4 –21.3
Yuki Mizuho Jpn SmCp JP EQ IRL 09/10 JPY 7997.00 –36.9 –40.9 –26.2
Yuki Mizuho Jpn Val Sel AS EQ IRL 09/10 JPY 7050.00 –25.0 –30.8 –18.2
Yuki Mizuho Jpn YoungCo AS EQ IRL 09/10 JPY 3393.00 –40.6 –46.6 –40.4

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 09/10 JPY 6337.00 –28.4 –31.7 –18.2
Yuki 77 General JP EQ IRL 09/10 JPY 8414.00 –26.8 –31.8 –17.7
Yuki 77 Growth JP EQ IRL 09/10 JPY 8634.00 –29.6 –35.0 –22.3

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 09/10 JPY 8749.00 –24.8 –33.3 –19.4
Yuki Chugoku Jpn Gro JP EQ IRL 09/10 JPY 7072.00 –29.9 –32.2 –18.1
Yuki Chugoku Jpn Inc JP EQ IRL 09/10 JPY 7265.00 –16.4 –22.0 –12.5
Yuki Chugoku JpnLowP JP EQ IRL 09/10 JPY 10176.00 –21.9 –25.3 –15.4
Yuki Chugoku JpnPurGth JP EQ IRL 09/10 JPY 6362.00 –27.3 –34.0 –20.2

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 09/10 JPY 9510.00 –26.0 –32.8 –18.7

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 09/10 JPY 6495.00 –26.3 –31.0 –16.7
Yuki Hokuyo Jpn Gro JP EQ IRL 09/10 JPY 5467.00 –32.0 –37.2 –23.5
Yuki Hokuyo Jpn Inc JP EQ IRL 09/10 JPY 7215.00 –14.4 –21.0 –13.0

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 09/10 JPY 6887.00 –29.0 –34.9 –19.6
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 09/10 JPY 6390.00 –28.4 –33.4 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 09/10 JPY 7169.00 –25.1 –35.4 –18.6

Continued from previous page

n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Fund Ltd OT OT CYM 08/29 USD 65.87 –78.2 NS NS

788 China Smaller Cap OT OT CYM 08/29 USD 59.68 NS NS NS

788 Gl Asset Alloc. Fd OT OT CYM 08/29 USD 79.65 –44.5 NS NS

788 Japan Fund Ltd OT OT CYM 08/29 USD 66.28 –46.4 NS NS

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 07/31 USD 50.46 –23.4 –19.2 –3.8

n ATLANTIC INVESTMENT MANAGEMENT - NEW YORK, NEW YORK
info@atlanticinvestment.net Tel: +1 212 484 5050
AJR International A US EQ VGB 09/03 USD 1074.72 1.5 6.2 16.2

AJR International B US EQ VGB 09/05 USD 180.10 1.4 5.4 15.4

Cambrian Asia Ltd. AS EQ VGB 09/03 JPY 7462.00 –23.6 –19.6 NS

Cambrian Europe Ltd. EU EQ VGB 09/03 EUR 91.42 –12.6 –16.1 NS

Cambrian Fund Ltd. A US EQ VGB 09/03 USD 723.87 –16.1 –5.9 8.7

Cambrian Fund Ltd. B US EQ VGB 09/03 USD 176.60 –16.1 –6.4 7.8

Rodinia Fund Ltd US EQ VGB 09/03 USD 134.11 –7.0 –5.7 3.6

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 07/31 USD 1586.43 –2.7 –3.7 4.3

CMA MultHdge Arbtrge OT OT CYM 07/31 USD 1880.52 –2.6 –2.4 4.5

CMA MultHdge Balncd OT OT CYM 07/31 USD 1365.57 –2.5 –1.9 4.0

CMA MultHdge Growth OT OT CYM 07/31 USD 2006.54 1.6 1.0 6.0

CMA MultiHdge Lvrgd OT OT CYM 07/31 USD 1351.35 –5.4 –9.6 4.4

n CARLO SCEVOLA & PARTNERS
Tel +44 (0) 20 7419 5671
www.rescgf.com
Resolute Capital Gth Fd OT OT VGB 08/29 USD 1225.83 9.1 15.8 10.7

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 07/31 EUR 124.32 –4.0 –2.6 5.0

D'Auriol Opp F3 EUR EU MM CYM 07/31 EUR 1283.41 –6.3 –6.7 2.3

n HARMONY CAPITAL
email: juliane@harmonycapital.co.uk Tel: + 44 207 290 6630
Harmony Cap Ltd A USD OT OT BMU 07/31 USD 2166.98 –7.2 –10.5 2.0
Harmony Cap Ltd B EUR OT OT BMU 07/31 EUR 2090.49 –6.9 –10.5 1.1
Harmony Cap Ltd D USD OT OT BMU 07/31 USD 1243.91 –7.5 –10.9 1.5
Harmony Cap Ltd E EUR OT OT BMU 07/31 USD 1204.29 –7.0 –10.9 0.7
Harmony Cap Ltd F GBP OT OT BMU 07/31 GBP 1050.88 –6.4 –9.5 NS

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 09/05 USD 1161.88 –34.7 –21.6 –13.0

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 08/29 EUR 186.81 0.8 24.2 NS
Horseman EmMkt Opp USD GL EQ USA 08/29 USD 192.50 0.5 24.7 NS
Horseman EurSelLtd EUR EU EQ GBR 08/29 EUR 205.28 14.3 25.6 24.4
Horseman EurSelLtd USD EU EQ GBR 08/29 USD 214.34 14.1 25.7 25.6
Horseman Glbl Ltd EUR GL EQ CYM 08/29 USD 409.03 9.0 21.2 27.3
Horseman Glbl Ltd USD GL EQ CYM 08/29 USD 409.03 9.0 21.2 27.3

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 07/31 GBP 1.55 –4.7 –5.5 3.7
Euro Absolute EUR OT OT GGY 07/31 EUR 2.17 –5.3 –6.9 1.9
Global Absolute OT OT GGY 07/31 GBP 1.10 –1.8 1.9 7.6
Global Absolute USD OT OT GGY 07/31 USD 2.04 –2.6 0.5 7.1

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 07/31 EUR 110.06 –1.7 2.2 NS
Special Opp Inst EUR OT OT CYM 07/31 EUR 103.31 –1.3 2.9 NS
Special Opp Inst USD OT OT CYM 07/31 USD 112.29 –1.7 3.2 NS
Special Opp USD OT OT CYM 07/31 USD 111.07 –2.1 2.5 NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT CYM 07/31 EUR 140.38 –0.9 2.8 10.3
GH Fund CHF Hdg OT OT JEY 07/31 CHF 120.12 –2.1 –0.2 5.9
GH Fund EUR Hdg OT OT JEY 07/31 EUR 130.55 –1.1 1.6 7.9
GH Fund EUR Hdg (Non-V II) OT OT JEY 07/31 EUR 115.91 –1.0 1.7 7.9
GH Fund EUR Hdg (Non-V) OT OT JEY 07/31 EUR 130.55 –1.1 1.6 7.9
GH Fund GBP Hdg OT OT JEY 07/31 GBP 142.95 –0.1 3.5 9.8
GH Fund Inst EUR OT OT JEY 07/31 EUR 100.12 NS NS NS
GH Fund Inst JPY OT OT JEY 07/31 JPY 9863.01 –2.8 –1.3 NS
GH Fund Inst USD OT OT JEY 07/31 USD 116.22 –1.0 2.6 9.8
GH FUND S EUR OT OT CYM 07/31 EUR 136.39 –0.2 3.0 9.2
GH FUND S GBP OT OT CYM 07/31 GBP 141.44 0.4 4.5 10.8
GH Fund S USD OT OT CYM 07/31 USD 155.09 –0.7 3.2 10.5
GH Fund USD OT OT GGY 07/31 USD 288.05 –1.5 1.9 9.1
Hedge Investments OT OT JEY 07/31 USD 145.34 –1.0 2.4 9.2
Leverage GH USD OT OT GGY 07/31 USD 143.72 –5.8 –2.4 11.3
MultiAdv Arb CHF Hdg OT OT JEY 07/31 CHF 108.96 –4.5 –6.8 1.2
MultiAdv Arb EUR Hdg OT OT JEY 07/31 EUR 117.51 –3.4 –5.0 3.2

MultiAdv Arb GBP Hdg OT OT JEY 07/31 GBP 127.86 –2.8 –3.9 4.3
MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS
MultiAdv Arb S EUR OT OT CYM 07/31 EUR 124.01 –2.6 –3.8 4.5
MultiAdv Arb S GBP OT OT CYM 07/31 GBP 130.22 –2.1 –2.5 5.9
MultiAdv Arb S USD OT OT CYM 07/31 USD 136.80 –3.3 –3.8 5.4
MultiAdv Arb USD OT OT GGY 07/31 USD 214.30 –4.0 –5.1 4.1

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 07/31 USD 126.58 –5.0 –2.2 4.8
Asian AdbantEdge EUR OT OT JEY 07/31 EUR 106.37 –10.4 –5.2 NS
Asian AdvantEdge OT OT JEY 07/31 USD 190.37 –10.9 –5.0 9.8
Emerg AdvantEdge OT OT JEY 07/31 USD 182.94 –11.6 –5.4 9.1
Emerg AdvantEdge EUR OT OT JEY 07/31 EUR 105.92 –11.2 –6.2 NS
Europ AdvantEdge EUR OT OT JEY 07/31 EUR 135.04 –5.3 –6.5 3.2
Europ AdvantEdge USD OT OT JEY 07/31 USD 140.49 –6.0 –6.7 4.0
Japan AdvantEdge JPY OT OT JEY 07/31 JPY 8718.12 –7.1 –7.4 –7.7
Japan AdvantEdge USD OT OT JEY 07/31 USD 100.87 –6.1 –4.5 –3.8
Lvgd Alpha AdvantEdge OT OT JEY 07/31 USD 127.47 –12.2 –9.1 3.4
Trading AdvantEdge OT OT GGY 07/31 USD 145.19 7.9 18.7 19.1
Trading AdvantEdge EUR OT OT GGY 07/31 EUR 131.69 7.9 17.5 17.4
Trading AdvantEdge GBP OT OT GGY 07/31 GBP 137.85 9.5 20.2 19.7
US AdvantEdge OT OT JEY 07/31 USD 125.46 –0.8 3.2 6.4

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 09/04 EUR 255.05 0.3 1.6 3.9
Integrated Dir Trading EUR OT OT CYM 07/31 EUR 108.70 6.1 15.7 9.7
Integrated Emg Markets EUR OT OT CYM 07/31 EUR 93.33 –11.2 –9.2 1.7
Integrated European EUR OT OT CYM 07/31 EUR 156.00 5.0 1.4 5.6
Integrated Event Driven EUR OT OT CYM 07/31 EUR 102.10 –4.8 –3.7 6.5
Integrated Lg/Sh Sel F EUR OT OT CYM 07/31 EUR 96.57 –3.4 –2.6 6.7
Integrated MultSt B EUR OT OT VGB 07/31 EUR 136.37 –2.3 0.2 4.8
Integrated Relative Value EUR OT OT CYM 07/31 EUR 99.31 –1.1 –0.6 4.1

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
KBL SPOP Investing OT OT LUX 07/31 EUR 2113.30 –4.1 –1.5 6.9
KBL SPOP Investing OT OT LUX 07/31 USD 2037.11 –4.5 –1.4 8.0
KBL SPOP Long/Short Eq OT OT LUX 07/31 USD 566.47 –14.5 –7.1 NS
KBL SPOP Long/Short Eq OT OT LUX 07/31 EUR 561.58 –13.7 –6.8 NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 08/29 USD 575.11 –30.8 –25.0 –20.1
Antanta MidCap Fund EE EQ AND 08/29 USD 1269.27 –29.9 –19.3 3.6
Meriden Opps Fund GL OT AND 09/03 EUR 103.98 –7.2 –6.1 –0.2
Meriden Protective Div GL EQ AND 09/01 EUR 79.14 –2.4 –14.4 –11.9

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 06/30 USD 1481.20 –0.2 3.4 9.2

n RAINBOW ADVISORY SERVICES LTD. TEL: +242 322 5444
info@rainbowadvisors.com
Rainbow Glb Hi Yld GL BD BHS 07/31 USD 3587.29 –11.9 –7.2 –3.7
Star Fund Ltd Inv GL BD BHS 07/31 USD 2492.23 –6.1 8.7 1.8

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 09/02 USD 51.25 7.6 30.2 21.2
Superfund GCT USD* GL EQ LUX 09/02 USD 2645.00 9.0 28.6 15.3
Superfund Gold A (SPC) GL OT CYM 09/02 USD 830.28 –5.5 28.2 18.9
Superfund Gold B (SPC) GL OT CYM 09/02 USD 849.78 –9.2 29.3 22.8
Superfund Q-AG* OT OT AUT 09/02 EUR 6936.00 7.3 20.2 13.4

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 08/29 USD 175.50 6.4 13.9 14.0

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 08/29 EUR 1305.23 4.3 15.3 10.7
Winton Evolution GBP GL OT VGB 08/29 GBP 1281.24 5.0 16.7 12.0
Winton Evolution JPY GL OT VGB 08/29 JPY 115666.92 0.7 10.7 6.7
Winton Evolution USD GL OT CYM 08/29 USD 1273.61 3.8 15.2 11.4
Winton Futures EUR GL OT VGB 08/29 EUR 185.40 9.3 22.3 15.7
Winton Futures GBP GL OT VGB 08/29 GBP 198.97 10.4 24.5 17.4
Winton Futures JPY Lead Series 2 GL OT VGB 08/29 JPY 13599.51 8.0 20.2 13.3
Winton Futures USD GL OT VGB 08/29 USD 661.69 9.2 22.9 16.7

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 09/05 EUR 146.64 3.6 15.0 4.7
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 09/05 USD 307.64 2.6 15.8 6.1

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 08/29 USD 1527.66 NS –1.1 –4.1 0.7 5.0

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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Biden faults Palin over stem cells
Thailand’s PPP is seeking
consensus on a new premier

Obama revises strategy
Battleground states
take on new urgency
as the race tightens

By Elizabeth Holmes

Sen. Joe Biden brought a sensi-
tive social issue to the fore of the
U.S. presidential campaign on Tues-
day by suggesting that opposition to
stem-cell research signals less dedi-
cation to people with disabilities.

The Democratic vice-presiden-
tial nominee’s comments were ap-
parently aimed at his Re-
publican rival, Alaska Gov.
Sarah Palin, who has an in-
fant son with Down syn-
drome and opposes embry-
onic-stem-cell research.

“I hear all this talk about
how the Republicans are go-
ing to work in dealing with
parents who have both…the
joy and the difficulty of rais-
ing a child who has a develop-
mental disability, who were
born with a birth defect,”
Sen. Biden said at a rally in Columbia,
Mo., on Tuesday. “Well, guess what
folks? If you care about it, why don’t
you support stem-cell research?”

The McCain campaign re-
sponded quickly. “Barack Obama’s
running mate sunk to a new low to-

day, launching an offensive debate
over who cares more about special-
needs children,” said McCain spokes-
man Ben Porritt. “Playing politics
with this issue is disturbing and in-
dicative of a desperate campaign.”

Gov. Palin’s social-conservative
background has energized the Re-
publican base. Many social conserva-
tives had been leery of supporting

Sen. John McCain because
they disagree with some of
his positions. The Republi-
can presidential nominee
favors embryonic-stem-
cell research. The Republi-
can Party’s 2008 platform
calls for a ban on all embry-
onic-stem-cell research.

Politics aside, stem-cell
research appears to hold
little promise of mitigating
Down syndrome or helping
those with the condition.

People with Down syndrome are
born with an extra chromosome,
and “that is something that does
not seem to be easily addressed
with stem cells,” said Brian Skotko,
whose research and medical prac-
tice at Children’s Hospital in Bos-

ton focuses on Down syndrome.
The greater potential for stem-

cell technologies is as a source of re-
placement cells and tissues for the
treatment of Parkinson’s and Alzhei-
mer’s disease, spinal-cord injury,
strokes, burns, heart disease and ar-
thritis, according to the National In-
stitutes of Health stem-cell Web site.

Sen. Biden has been largely over-
shadowed by Gov. Palin since her
nomination. The Project for Excel-
lence in Journalism, which tracks
media coverage of the candidates,
found that nearly half of the news
coverage around the Republican Na-
tional Convention, on Sept. 1-7, had
to do with Gov. Palin—and almost
nothing about Sen. Biden.

News that Sen. Barack Obama
had chosen Sen. Biden as his run-
ning mate accounted for 9.3% of me-
dia coverage the week of that an-
nouncement. Gov. Palin accounted
for 12% of the coverage during the
week she was selected, even
though the announcement took
place during the week of the Demo-
cratic convention.
 —June Kronholz

contributed to this article.

By Ting-I Tsai

And Alex Pevzner

TAIPEI—Taiwan and China plan
to hold a new round of talks within
the next two months aimed at estab-
lishing the first daily flights be-
tween the two sides, Taiwan’s top
negotiator with Beijing said.

The talks will focus on expand-
ing the frequency and number of
destinations of weekend
charter flights across the
Taiwan Strait that began in
July, Chiang Pin-Kung,
chairman of Taiwan’s
Straits Exchange Founda-
tion, said in an interview
Wednesday. The negotia-
tions, which Taiwan ex-
pects to take place in late
October or early Novem-
ber, also will cover the pos-
sible establishment of di-
rect ocean-shipping links
between Taiwan and China and the
launch of charter flights for cargo,
Mr. Chiang said.

The comments indicate Taiwan-
ese President Ma Ying-jeou aims to
press ahead with expanding ties to
China despite deep dissatisfaction
with his efforts since taking office in
May.

Even as trade and investment
have boomed in recent years, execu-
tives and tourists traveling between
Taiwan and China have been forced
to make time-consuming stopovers
in third locations like Hong Kong.
The weekend charter flights that be-
gan in July were widely seen as a
breakthrough in Taiwan-China ties,
marking the first regularly sched-
uled, nonstop air traffic between the
longtime adversaries since they split
amid civil war nearly 60 years ago.

Mr. Chiang said the two sides
have yet to finalize the date for the
new negotiations, which are to be
held in Taipei. China’s government
didn’t comment specifically on the
new talks, but at a routine press con-

ference Wednesday, a spokesman for
the Taiwan Affairs Office in Beijing
said that both sides have reached
“some fundamental agreements”
over the direct-air-traffic links.

Mr. Ma took office four months
ago, promising a “new era” of peace
and economic normalization with
China, after years of contentious re-
lations under his predecessor. But
Mr. Ma’s approval ratings have

plummeted since, and he
has faced growing chal-
lenges within Taiwan to his
accommodating stance to-
ward Beijing.

Nevertheless, the Tai-
wan president is sticking
to his goal of realizing full
air-traffic links with China
by the end of this year.

“We’ll talk about daily
charter flights and even
scheduled [direct] flights,”
said Mr. Chiang, 75 years

old, whose foundation is Taiwan’s
designated negotiating body with
Beijing in the absence of formal gov-
ernmental links.

In the future, Taiwanese and Chi-
nese negotiators will meet once ev-
ery six months to finalize agree-
ments, Mr. Chiang said. He said Tai-
wan aims to begin talks with China
next year on various components of
a proposed economic agreement,
such as investment protection and
avoidance of double taxation. In or-
der to allow Taiwan banks to open
branches in China, Taiwan also
hopes to sign a memorandum of un-
derstanding on financial supervision
cooperation with China next year.

Mr. Chiang acknowledged that
reaching an accord on abolishing
tariffs between the two sides could
be a sticking point.

China is the largest export mar-
ket for Taiwan, which enjoys a siz-
able surplus in their trade relation-
ship. The island’s exports to China to-
taled US$73.87 billion in January-Au-
gust, about 40% of its total exports.

China, Taiwan to explore
daily flights, ocean links

By Christopher Cooper

And Elizabeth Holmes

CHICAGO—For a view of Barack
Obama’s Election Day strategy, look
no further than his campaign-event
calendar.

A few months ago, the rhetoric
coming out of the Obama camp was
that the Democratic presidential nom-
inee’s victory could be sweeping, com-
ing from flipping deep Republican
states in the West or the South. But af-
ter the Democratic convention, Sen.
Obama made a beeline for the tradi-
tional swing state he may need most,
Pennsylvania, before quickly moving
on to Ohio and Michigan.

Winning two of these three states
isn’t only key to Sen. Obama’s strat-
egy, but also critical for his Republi-
can rival, Sen. John McCain. “I think
that what you’re going to see settling
in is that the race is going to be very
close in most of the battleground
states, which is really what matters,”
Sen. Obama told reporters Tuesday.

Tightening polls, a more competi-
tive money race than originally envi-
sioned and a McCain campaign invigo-
rated by his unconventional vice-pres-
idential pick are prompting a return
to the old political map—and a grudg-
ing concession by some Obama cam-
paign operatives that certain states
once deemed winnable may be more
of a long shot than once thought.

For Sen. Obama, this has
prompted a change in focus: A cam-
paign that visited nine states in mid-
August has focused almost exclu-
sively on three this month. Since clos-
ing out the convention, Sen. Obama
will have held 21 campaign events
through Tuesday, 18 of them in Penn-
sylvania, Ohio and Michigan. All three
states went to either George W. Bush
or John Kerry in 2004 by a margin of
less than 4%.

Despite talk this political season
about changing the national electoral
map by bringing Southern and West-

ern states into play, it is clear Sen.
Obama’s strategy resembles the one
pursued by losing Democratic prede-
cessors Sen. Kerry and former Vice
President Al Gore.

Just a few months ago, his cam-
paign had unveiled a “50-state strat-
egy” to mount a national campaign
and dispatched scores of workers to
the Republican strongholds of Geor-
gia, Montana, Indiana and North Caro-
lina. This week, the campaign said it
had abandoned an earlier advertising
blitz in Georgia and pulled out some
of its campaign staff.

Though the campaign remains ac-
tive in these states, Sen. Obama has be-
gun emphasizing the importance of
the big battleground states.

In Pennsylvania, which has the
fifth-largest haul of electoral votes, a
seven-point Obama polling lead in
late August has fallen to a two-point
advantage. Michigan has seen a simi-
lar trend, while in Ohio, voters have
pinballed between the two nominees.

In Florida, where vice-presidential
nominee Sen. Joe Biden and Sen. Hill-
ary Clinton have both campaigned on

Sen. Obama’s behalf recently, Sen.
McCain’s lead appears to be eroding.
The race is a dead heat in two recent
polls there. The McCain campaign
said it needs Ohio and Florida to win
in November.

The results of state polling are far
more significant than those of na-
tional surveys, many of which show a
resurgent Sen. McCain. “When you
strip this down to its barest essen-
tials, this is about the pursuit of 270
electoral votes,” Obama campaign
manager David Plouffe said this week.

Mr. Plouffe said Sen. Obama starts
with a good chance of winning every
state Sen. Kerry won in 2004, along
with Iowa and New Mexico. That out-
come and retaining Pennsylvania and
Michigan would yield Sen. Obama 264
of the 270 electoral votes he needs to
eke out a November win.

Adding one of a handful of states
that went for President Bush in 2004,
such as Colorado, North Carolina, Indi-
ana or Virginia, would put Sen.
Obama over the top. Polling in these
states suggests they are toss-ups,
though some have been surveyed only
sporadically.

ECONOMY & POLITICS

Joe Biden
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Toss-up territory
The U.S. presidential candidates are focusing on many of the traditional battleground 
states, as well as a few generally reliable ones that could switch this year.

*Based on Real Clear Politics poll averages
Sources: uselectionatlas (2004 results); Real Clear Politics (toss-ups and margins)
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By Phisanu Phromchanya

And Stephen Wright

BANGKOK—Thailand’s ruling
People Power Party softened its
stance on picking toppled Prime
Minister Samak Sundaravej to lead
once more, as investors and busi-
ness leaders warned that his reap-
pointment would prolong the coun-
try’s political turmoil.

The Constitutional Court ruled
Tuesday that Mr. Samak violated
the constitution by accepting pay-
ments to host a TV cooking show
and ordered him to quit. He hasn’t
been seen in public since the ver-
dict.

Thousands of antigovernment
protesters, under the umbrella of
the People’s Alliance for Democracy,
have occupied Government House
in Bangkok since Aug. 26, demand-
ing Mr. Samak’s resignation be-
cause of his close ties with ousted
premier Thaksin Shinawatra.

Party executives said after the
court ruling that the PPP is pre-
pared to re-elect Mr. Samak, 73, as
prime minister, a move the Federa-
tion of Thai Industries warned
would intensify the political crisis.

PPP secretary-general Surapong
Suebwonglee said Wednesday that
some lawmakers have different
views and a consensus will be
sought at a party meeting before
Parliament meets Friday to elect a
new premier.

Mr. Surapong said the party
would make a decision Thursday be-
fore nominating the new prime min-
ister to the Parliament. “We don’t
want to let the political vacuum
drag on too long,” said Mr.
Surapong, who is also finance minis-
ter and deputy prime minister.

Economists say the political cri-
sis will worsen an expected eco-
nomic slowdown in the second half
of the year. A study by the Univer-
sity of Thai Chamber of Commerce
predicted the economy will grow
only 4.5% this year if the unrest
doesn’t end soon. The economy
grew at a 5.7% pace in the first half
of the year.

Thailand’s stock market has
fallen about 25% since antigovern-
ment street protests began in late
May, and analysts said it would sink
further if Mr. Samak were reelected.
 —Piyarat Setthasiriphaiboon

contributed to this article.
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Andfs. Plus Dollars US BA AND 09/09 USD 9.87 –7.8 –6.6 –0.8
Andfs. RF Dolars US BD AND 09/09 USD 11.31 –0.1 0.1 1.7
Andfs. RF Euros EU BD AND 09/09 EUR 10.55 –4.4 –5.5 –2.9
Andorfons EU BD AND 09/09 EUR 14.18 –7.3 –9.2 –5.1
Andorfons Alternative Premium OT OT AND 07/31 EUR 112.49 –3.1 –2.6 2.3
Andorfons Mix 30 EU BA AND 09/09 EUR 10.33 –10.9 –10.6 –4.1
Andorfons Mix 60 EU BA AND 09/09 EUR 10.94 –17.0 –14.8 –5.1

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 09/05 USD 200270.72 –23.2 –22.5 0.0

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 09/10 EUR 10.35 1.7 2.0 3.4
DJE-Absolut P GL EQ LUX 09/10 EUR 204.66 –18.9 –13.2 –0.3
DJE-Alpha Glbl P EU BA LUX 09/10 EUR 174.31 –14.8 –9.8 1.3
DJE-Div& Substanz P GL EQ LUX 09/10 EUR 204.61 –14.2 –12.7 2.5
DJE-Gold&Resourc P OT EQ LUX 09/09 EUR 144.15 –23.1 –14.2 –7.3
DJE-Renten Glbl P EU BD LUX 09/10 EUR 121.16 –0.7 –0.4 1.1
LuxPro-Dragon I AS EQ LUX 09/10 EUR 119.76 –33.8 –28.5 NS
LuxPro-Dragon P AS EQ LUX 09/10 EUR 117.35 –35.1 –30.0 NS
LuxTopic-Aktien Europa EU EQ LUX 09/10 EUR 16.68 –13.5 –8.9 2.7
LuxTopic-Pacific AS EQ LUX 09/10 EUR 15.97 –25.7 –24.2 1.6

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 09/09 EUR 78.07 –28.8 –29.2 NS
(Lux) E Eur ConvgnceUSD EE EQ LUX 09/09 USD 84.54 –31.6 –27.4 NS

(Lux) Russian EUR EE EQ LUX 09/09 EUR 74.10 –34.9 –28.0 NS
(Lux) Russian USD EE EQ LUX 09/09 USD 80.13 –37.5 –26.3 NS
Balkan Fund EE EQ SWE 09/09 SEK 21.93 –34.2 –32.6 2.5
Baltic Fund EE EQ SWE 09/09 SEK 63.27 –14.1 –22.2 1.9
Eastern European Fund EU EQ SWE 09/09 SEK 39.01 –28.8 –23.5 0.4
Russian Fund EE EQ SWE 09/09 SEK 1169.30 –33.1 –26.1 –2.5
Turkish Fund EE EQ SWE 09/09 SEK 8.09 –29.5 –19.1 3.5

n HERITAGE FUND MANAGEMENT
info@heritagefunds.ch www.heritagefunds.ch
HF-China Abs Ret OT OT CHE 09/04 CHF 84.57 –44.0 –38.9 NS
HF-World Bds Abs Ret OT OT CHE 09/04 USD 84.27 –7.7 –0.1 0.2

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 07/31 USD 58.23 –9.5 14.7 34.7
EFG-Hermes MEDA* GL EQ BMU 07/31 USD 38.18 5.5 30.3 33.8
EFG-Hermes Telecom OT EQ BMU 07/31 USD 32.85 –14.2 –5.1 18.4

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 09/09 USD 303.38 –2.7 2.3 3.8

Sel Emerg Mkt Equity GL EQ GGY 09/09 USD 195.46 –27.8 –18.7 4.8
Sel Euro Equity EUR US EQ GGY 09/09 EUR 110.35 –24.5 –26.3 –8.7
Sel European Equity EU EQ GGY 09/09 USD 207.13 –27.0 –24.3 –3.6
Sel Glob Equity GL EQ GGY 09/09 USD 211.12 –22.7 –22.5 –5.3
Sel Glob Fxd Inc GL BD GGY 09/09 USD 140.94 –3.9 –1.8 0.9
Sel Pacific Equity AS EQ GGY 09/09 USD 132.94 –24.6 –17.1 5.7
Sel US Equity US EQ GGY 09/09 USD 140.09 –17.9 –16.4 –3.3
Sel US Sm Cap Eq US EQ GGY 09/09 USD 198.41 –14.2 –17.8 –4.4

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 09/09 EUR 330.46 –8.4 –8.1 –3.1
DSF 50/50 EU BA LUX 09/09 EUR 259.69 –12.5 –12.7 –4.7
DSF 75/25 EU BA LUX 09/09 EUR 208.39 –17.0 –17.4 –7.2
KBC Eq (L) Europe EU EQ LUX 09/09 EUR 586.63 –22.8 –23.7 –8.9
KBC Eq (L) Japan JP EQ LUX 09/09 JPY 22776.00 –22.9 –26.8 –16.8
KBC Eq (L) NthAmer EUR US EQ LUX 09/09 EUR 638.22 –17.2 –15.3 –3.7
KBC Eq (L) NthAmer USD US EQ LUX 09/08 USD 939.32 –13.8 –11.2 0.0
KBL Key America EUR US EQ LUX 09/08 EUR 471.53 –19.3 –15.1 NS
KBL Key America USD US EQ LUX 09/08 USD 484.65 –19.7 –14.8 NS
KBL Key East Europe EU EQ LUX 09/08 EUR 2434.01 –28.3 –20.6 –2.5
KBL Key Eur Sm Cie EU EQ LUX 09/08 EUR 1050.28 –23.4 –29.7 –7.6
KBL Key Europe EU EQ LUX 09/08 EUR 680.05 –23.0 –24.3 –8.0
KBL Key Far East AS EQ LUX 09/08 USD 1284.17 –32.8 –29.3 0.4
KBL Key Major Em Mkts GL EQ LUX 09/08 USD 624.08 –32.8 –18.9 9.7
KBL Key NaturalRes EUR OT EQ LUX 09/08 EUR 502.19 –19.2 –12.1 NS
KBL Key NaturalRes USD OT EQ LUX 09/08 USD 543.51 –21.3 –9.2 NS

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 09/05 USD 51.93 –30.6 –16.3 1.6
LG Asian Plus AS EQ CYM 09/05 USD 56.01 –34.4 –22.1 5.7
LG Asian SmallerCo's AS EQ BMU 09/09 USD 78.40 –50.7 –49.5 –17.1
LG India EA EQ MUS 09/04 USD 55.59 –40.5 –15.8 9.2
Siberian Investment Co EE EQ IRL 08/22 USD 46.45 –47.3 –40.5 –11.4

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 09/09 EUR 44.48 –39.1 –50.7 –5.9
MP-TURKEY.SI OT OT SVN 09/09 EUR 37.19 –27.1 –23.4 –1.4

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq GL EQ LVA 09/09 EUR 6.41 –28.6 –31.2 NS
Parex Eastern Europ Bd EU BD LVA 09/09 USD 13.95 2.0 4.2 5.2
Parex Russian Eq EE EQ LVA 09/09 USD 20.59 –35.2 –19.2 3.2
Parex Ukrainian Eq EU EQ LVA 09/09 EUR 5.91 –42.4 NS NS

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 09/10 USD 156.51 –33.7 –27.5 3.2
PF (LUX)-Asian Eq-Pca AS EQ LUX 09/10 USD 150.62 –34.2 –28.2 2.4
PF (LUX)-Biotech-Pca OT EQ LUX 09/09 USD 343.85 3.3 5.3 17.7
PF (LUX)-CHF Liq-Pca CH MM LUX 09/09 CHF 123.85 1.5 2.2 2.0
PF (LUX)-CHF Liq-Pdi CH MM LUX 09/09 CHF 95.60 1.5 2.2 2.0
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 09/09 EUR 169.66 –23.7 –24.1 –5.5
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Social mission is clouded
Fannie, Freddie goal
of affordable housing
becomes U.S. issue

Regulator to try bonuses
to keep companies’ staffs
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INTERNATIONAL INVESTOR: THE FANNIE-FREDDIE TAKEOVER

By Ruth Simon

And Michael Corkery

An unanswered question in the
takeover of Fannie Mae and Freddie
Mac is what happens to the social
goals mandated for the agencies by
the U.S. Congress—which include
boosting homeownership and fund-
ing apartment construction for low-
and moderate-income families.

Fannie and Freddie’s activities
have had a broad impact on the hous-
ing market that goes well beyond the
packaging and guaranteeing of resi-
dential mortgages. The companies
have provided billions of dollars for
the development of low-income
rental housing, created programs to
get more minorities into the housing
market and supported a range of com-
munity-based nonprofit programs.

“They are a linchpin in the na-
tion’s affordable-housing system,”
says Charles Laven, president of For-
syth Street Advisors, a financial ad-
visory firm specializing in afford-
able housing.

Regulators say efforts to meet the
social goals will continue as Fannie
and Freddie operate under govern-
ment conservatorship. “We will be
working with the companies to estab-
lish a plan to ensure that they fulfill
their affordable-housing mission,”
says James B. Lockhart, director of
the Federal Housing Finance Agency,
or FHFA, which oversees Fannie and
Freddie and is responsible for setting
the companies’ goals next year.

But the details of how these
goals will be met and how Fannie
and Freddie will balance their social
goals with the need to shore up their
finances remain to be worked out. A
spokeswoman says the companies’
new chief executives are reviewing
existing programs.

The future of Fannie and Fred-
die’s social mission is at the heart of
a debate brewing in Congress over
the fate of the two companies. Demo-
crats invoke the goals in defending
the companies against critics.

But some Republicans say the
two companies should be privatized
and their social mandates ended.
“There is no validity in taking a for-
profit private company and forcing

a nonprofit social mission on it,”
says Texas Rep. Jeb Hensarling.

Even those who argue Fannie
and Freddie should remain under
some form of government control
say the companies need to do more
to fulfill their affordable-housing
goals. Critics say the companies
have too often put shareholder
profit and executive compensation
over broader societal needs.

One reform being floated would
create a rule similar to the one that
governs the Federal Home Loan
Banks, which requires that a tenth of
the banks’ annual profits be spent on
affordable housing. Such a rule would
give Fannie and Freddie executives lit-
tle discretion over whether to invest
in housing projects that may not
yield huge profits—something critics
say they were often loath to do.

Congress took steps toward such
rules with the creation this summer
of the Affordable Housing Trust
Fund, which requires Fannie and
Freddie to set aside money that
would provide about $325 million to
$585 million a year to help borrowers
facing foreclosure and to build and re-
habilitate low-income housing.

In the short term, the companies’
social goals may take a back seat to
the need to strengthen their fi-
nances, says John H. Vogel, Jr., an ad-
junct professor at the Tuck School of
Business at Dartmouth. For instance,
the companies were the largest pur-
chasers of tax credits used to fund
low-income housing. But their pur-
chases of such credits dried up even
before the government takeover be-

cause mounting losses meant they
didn’t have profits to offset.

In the rental market, Fannie and
Freddie have helped boost the fund-
ing for affordable housing by buying
multifamily mortgages. Together
they also snatched up about 40% of
available low-income housing tax
credits in recent years, according to
syndicators. As they and other inves-
tors have pulled back from the mar-
ket, it has become more difficult and
more costly for developers to fund
low-income housing developments.

The companies have a mixed
record when it comes to meeting so-
cial goals through residential mort-
gage business. Fannie and Freddie
helped boost homeownership by
moving away from “one-size fits all”
underwriting. For instance, they be-
gan allowing first-time home buy-
ers to make down payments of as lit-
tle as 3% and borrowers to count
court-ordered child support pay-
ments as income, notes Michael
Shea, executive director of Acorn
Housing Inc., a nonprofit that fo-
cuses on homeownership.

But Mr. Shea and others say the
companies have sometimes let their
drive for profit get in the way of re-
sponsible lending. As they lost mar-
ket share to subprime lenders and
others making risky loans, Fannie
and Freddie responded by increas-
ing their exposure to riskier mort-
gages. Some of the loans underlying
the bonds counted toward the com-
panies’ housing goals. Such invest-
ments have played a key role in the
companies’ financial troubles.

*Seasonally adjusted; monthly data through July 2008

Sources: Bankrate via WSJ Market Data Group (mortgage rates); National Association of
Realtors via Economy.com (home prices)

On main street
Two areas where the U.S. government's takoever of Fannie Mae and 
Freddie Mac may help homeowners.
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By James R. Hagerty

And Aparajita Saha-Bubna

The federal regulator now running
Fannie Mae and Freddie Mac is rush-
ing to put in place a retention pro-
gram to encourage key employees to
stay put, despite the huge losses some
have suffered on their shares in the
companies.

Some employees saw large parts
of their savings disappear over the
past year as the stock prices crashed.
In late afternoon trading Wednesday
on the New York Stock Exchange, Fan-
nie’s shares were quoted at 86 cents,
down from about $63 a year ago. Fred-
die were at 76 cents, compared with
about $59 a year ago. The value of
shares owned by Peter Niculescu, Fan-
nie’s chief business officer, has
dropped to about $239,000 from $8.2
million in March.

“The employees of the two firms
are extremely important to their ongo-
ing ability to fulfill their mission,”
said James Lockhart, director of the
Federal Housing Finance Agency, or
FHFA, which seized control of man-
agement of the companies over the
weekend. “Even before the actions
this weekend, we had hired a consult-
ant to develop a retention program.
We are working quickly to finalize it.”

A spokeswoman for the agency
said the new plan would include reten-
tion bonuses.

Known as “pay-to-stay” bonuses,
these awards typically are given to
about a fourth of a company’s work
force. Some staffers have a chance to
make twice as much if they “stick
around, the company does well and
you do particularly well in your role,”
said Timothy J. Sparks, president of
Compensia Inc., a pay consultancy in
San Jose, Calif. The idea is “to keep
them in the saddle for 18 months.”

Fannie and Freddie probably will
have to rely mostly on cash in their re-
tention bonuses because it is unclear
how long they will remain under the
regulator’s control and whether the
stock prices will ever recover. Most of
the employees “are going to be more
interested in cash” than stock grants,
said Jim Stoeckmann, compensation-
practice leader for WorldatWork, a hu-
man-resources professional associa-
tion.

For decades, Fannie and Freddie
have been criticized for paying very
generous salaries and benefits. “They
really took care of their people,” says

a former Fannie manager who cited
on-site day care and paid leave for vol-
unteer work. The pay and benefits
were controversial because the com-
panies benefited from the implied
backing of the federal government, al-
lowing them to borrow cheaply, and
had a stated mission of helping poor
people get into decent housing. But
much of that generous pay was in the
form of stock or stock options.

Daniel Mudd, forced out over the
weekend as Fannie’s chief executive,
owned 690,376 shares in the company
as of March 21, according to the com-
pany’s annual proxy statement. The
value of those shares has plunged to
about $683,000 from $23.7 million in
March. Richard Syron, ousted as Fred-
die’s chairman and chief executive of-
ficer, had compensation of $18.3 mil-
lion last year, including about $12 mil-
lion in stock and options. He held
216,810 shares, excluding options, as
of April 1. The value of that stock has
dropped to about $191,000 from $6.3
million.

Among Fannie’s top 1,000 or so em-
ployees, stock awards typically made
up 25% to 70% of total annual compen-
sation in recent years. All employees
receive shares equal to about 2% of
their annual salary each year as a con-
tribution to their retirement plans.

As of Dec. 31, 2006, the date of the
most recent available data, Fannie
Mae had 6,400 active participants in
its employee-stock-ownership plan.
The plan had $116 million in assets,
about 90% of which was Fannie stock.

In addition, the 6,400 participants
in Fannie’s 401(k) retirement plan had
$667 million in assets at the end of
2006. About 20% of that money came
from Fannie; the rest was employee
money. Fannie stock wasn’t among
the investment options in the plan.

That means Fannie’s plunging
share price won’t wipe out employee
retirement accounts. Freddie had
$812 million in its 401(k) plan as of
Dec. 31, 2006. About $64 million of
that was Freddie stock.

Stunned employees are still trying
to sort out what the government take-
over means for them. So far, Fannie
and Freddie employees don’t appear
to be panicking or running for the
door, says Paul Villella, president and
chief executive of HireStrategy, a re-
cruiting firm in the Washington area.
 —Joann S. Lublin

and Kristen McNamara
contributed to this article.
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