
Bank of America and Merrill
Lynch were in merger discus-
sions, as Wall Street scrambled
to sort out a potential liquida-
tion of Lehman Brothers, which
saw its fate darken when Bar-
clays walked away from a po-
tential takeover. Pages 1, 2

n Swiss prosecutors probing Al-
stom in an international bribery
case say new evidence indicates
the firm spent more in illicit pay-
ments than suspected. Page 3

n The U.S. auto industry is seek-
ing at least $25 billion in federal
loans to develop battery technol-
ogy for more fuel-efficient vehi-
cles. Page 4

n VW Chairman Piëch helped
union representatives snag Por-
sche’s takeover plans by abstain-
ing in a crucial vote of the super-
visory board Friday. Page 5

n Chrysler aims to cut 4,000
more hourly jobs in the Detroit
area. Page 5

n Europe’s airline industry
continued its shakeout as a Brit-
ish package-tour carrier halted
operations and Scandinavian car-
rier SAS explored talks. Page 6

n A rescue plan for Alitalia
was in peril as the Italian gov-
ernment scrambled to resusci-
tate talks between Italy’s
unions and investors. Page 6

n Deutsche Bank reached a
deal to buy a nearly 30% stake
in Deutsche Post’s banking
unit for $3.89 billion. Page 23

Amid distress,
bottom eludes
U.S. financials

Rescue crews tried to reach
Hurricane Ike survivors along
the Texas coast after the power-
ful storm killed at least seven
and left heavy damage and mil-
lions of people in Houston and
elsewhere without power. But
Ike wasn’t the catastrophe that
officials had predicted. Page 3

n Russian troops began a pull-
back in western Georgia ahead
of a deadline in an EU-brokered
peace deal and a meeting of EU
foreign ministers Monday. Page 13

n An Aeroflot-Nord jet crashed
while preparing to land in the
Ural Mountains city of Perm,
killing all 88 people aboard, af-
ter an apparent engine failure.

n Britain’s Labour Party and
government removed several
people from their roles after
they called for a challenge to
Brown’s leadership. Page 11

Five bomb blasts killed 21 peo-
ple Saturday in New Delhi, a fur-
ther sign India’s home-grown ter-
rorists have become increasingly
sophisticated and deadly. Page 13

n Pakistani forces killed at
least 16 suspected militants and
wounded 25 others in a tribal
region bordering Afghanistan.

n China tried to respond to con-
cerns as details emerged about
tainted baby formula that has
sickened over 400 infants. Page 9

n A Zimbabwe power-sharing
deal could be delayed as Mugabe
and the opposition continued to
negotiate its details. Page 11

n Thailand’s state of emergency
was lifted, while ex-Prime Minis-
ter Samak’s bid to return to the
post failed as members of his
party and coalition deserted him.
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Central bankers debate
where to draw the line

BofA, Merrill talk as Lehman hopes dim
Megadeal discussed
as Wall Street braces
for liquidation move
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Green goals
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Bank of America Corp. and Mer-
rill Lynch & Co. were in merger dis-
cussions Sunday, according to peo-
ple familiar with the matter.

The talks came amid a Wall

Street scramble to sort out a poten-
tial liquidation of Lehman Brothers
Holdings Inc. BofA had considered
buying Lehman, but when those
talks failed to result in a deal, BofA

turned its attention to Merrill,
which is considered a better fit for
the bank.

The fate of Lehman, meanwhile,
darkened early Sunday afternoon af-
ter Barclays PLC, the sole remain-
ing bidder for the 158-year-old Wall
Street firm, told U.S. federal regula-
tors it too was walking away from a
transaction, people familiar with
the matter said.

With Barclays ending talks and
the U.S. government balking at put-
ting any taxpayer money at risk for
Lehman, the likelihood of a Lehman
transaction was dimming. That
would leave an orderly liquidation
as the most likely scenario, a dra-
matic outcome for a once-powerful
firm.

As word that a Barclays deal was
off filtered across Wall Street,
credit-derivative traders scrambled

to unwind their outstanding con-
tracts with Lehman and to shift
their positions to other banks. CDS
traders at many Wall Street firms
were told to come to work immedi-
ately.

With many trading desks open,
investors rushed to buy credit-de-
fault swaps tied to other brokerages
and corporations, sending the cost
of protection on investment banks
such as Goldman Sachs and others
sharply higher. One senior trader
said BofA was offering to face Leh-
man’s counterparties in CDS trades
as long as the swaps didn’t refer-
ence Lehman’s own debt.

In a statement Sunday, the Inter-
national Swaps and Derivatives As-
sociation, a trade group whose mem-
bers include many large dealers,
said a “netting trading session” was
to be held on Sunday afternoon to al-
low Lehman’s counterparties to off-
set their positions against each
other.

“The purpose of this session is to
reduce risk associated with a poten-
tial Lehman Brothers Holdings Inc.

Please turn to page 35

Dutch courage
The Netherlands pushes Serbia
to give up war criminals before
getting an EU deal. Page 19
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n June 14, 2007: News that a hedge
fund managed by Bear Stearns Cos.
is scrambling to sell large amounts
of mortgage securities takes the
subprime-mortgage problem to
another level. The same day, the
Dow Jones Industrial Average has
its biggest rally of the year, closing
at 13482.35.

n July 24: Extent of Countrywide
Financial Corp.’s mortgage
pressures emerge.

n Oct. 28: Merrill Lynch, besieged by
the subprime pullback, announces
retirement of CEO Stan O’Neal.

n Nov. 4: Charles Prince resigns
as Citigroup CEO.

n Dec. 10: UBS announces major
write-downs.

n Jan. 8, 2008: Bear Stearns CEO
James Cayne steps down.

n Jan. 11: Bank of America agrees
to acquire Countrywide.

n March 16: Bear Stearns is sold
to J.P. Morgan Chase.

n April 15: “The worst of the impact on
the financial-services industry is
behind us,” Lehman CEO Richard Fuld, 
above, says after the Wall Street
firm’s annual meeting. Despite the
firm’s record earnings in 2007,
investors are nervous about the
firm’s mortgage exposure.

n June 2: Wachovia Corp. forces out
CEO G. Kennedy Thompson.

n Sept. 7: The U.S. government
seizes Fannie Mae and Freddie Mac
and replaces their CEOs.

n Sept. 13-14: Lehman scrambles for
survival in a weekend of negotiations.
DJIA stands at 11421.99, about 2,000
points, or 15%, below the level of 15
months earlier.

A 15-month grind
Major events in Wall Street’s credit
crunch since June 2007:
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By Annelena Lobb

Things are grim in the U.S. finan-
cial sector, with spots of outright di-
saster. As investors await word on a
rescue for Lehman Brothers Hold-
ings Inc., it is clear that none of the
distress will be vanishing soon.

The Dow Jones Financial Sector
index has fallen 30% over the past 12
months, compared with 14% for the
Standard & Poor’s 500-stock index.
Many analysts don’t expect a broad
recovery in the sector anytime be-
fore 2009. Brokerage firms should un-
derperform for several more quar-
ters as they continue to deleverage
and as asset prices fall, Meredith
Whitney, an analyst for Oppenhei-
mer, wrote in a research note.

Financials “are going to be scream-
ing buys at some point, but it’s too
soon to be calling a bottom,” says Jeff
Harte, a managing director who cov-
ers banks and brokers for Sandler
O’Neill & Partners in Chicago.

Still, there is some glimmer of op-
Please turn to page 35

By Jon Hilsenrath,

Joellen Perry

And Sudeep Reddy

For the Federal Reserve and the
U.S. Treasury, this weekend’s discus-
sions with Wall Street’s top execu-
tives over the fate of Lehman Broth-
ers Holdings Inc. marked the mo-
ment of truth: Could they say no?

In the past 12 months, the Fed has
instituted its broadest expansion of
lending programs since the Great De-
pression and expanded its safety net
to more of Wall Street. The Treasury
has engineered the seizure of the na-
tion’s two mortgage giants, Fannie
Mae and Freddie Mac.

Now, central bankers around the
world are debating the U.S. actions
and wrestling with where to draw the
line in trying to help struggling mar-
kets. If they go too far, they worry, the

markets could become conditioned to
expect a rescue whenever they wob-
ble. If they don’t go far enough, the fi-
nancial crisis could get even worse.

Fed Chairman Ben Bernanke and
Treasury Secretary Henry Paulson
want to stop well short of the front
doors of Lehman, the fourth-largest
investment bank in the U.S., which
has 26,000 employees and its fin-
gers in nearly every major financial
marketplace. “If I were at the Fed, I
would be hoping for an opportunity
to show the world that the Fed will
not rescue every ailing institution
but will let some go,” said Douglas
Elmendorf, a senior fellow at the
Brookings Institution.

It is a high-stakes gamble. Some
form of government support could be
what is needed to seal a deal and
avert a worsening crisis. At midday

Please turn to page 2

By Matthew Karnitschnig,
Susanne Craig and Dennis K.
Berman in New York and
Carrick Mollenkamp in London

Money & Investing > Page 23

Markets
NET PCT

MARKET CLOSE CHG CHG

DJIA 11421.99 -11.72 -0.10
Nasdaq 2261.27 +3.05 +0.14
DJ Stoxx 600 280.41 +4.75 +1.72
FTSE 100 5416.7 +98.3 +1.85
DAX 6234.89 +55.99 +0.91
CAC 40 4332.66 +83.59 +1.97

Euro $1.4178+0.0252 +1.81
Nymex crude $101.18 +0.31 +0.31

oil, gas, coal, biofuels, nuclear,
wind, solar...to fuel the future
we need them all.

Meeting future demand will take more than just oil.
We’ll need to tap every practical source of energy:
from natural gas and coal to nuclear and renewables.
But whatever the source, we’ll need technology to
help us use it as efficiently and cleanly as possible.
The story continues at exxonmobil.com
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LET’S RETHINK THE BOUNDARIES
OF BUSINESS SCHOOL.

Join us.
Maybe it’s time to redraw the map.
Change the lens. Change perspective.
And replace the frames of regionally
predicated education with a new, global
looking glass.

Over the next year, Duke University’s
Fuqua School of Business is making a
significant global investment to reshape
graduate management education.
Join our students, faculty, alumni, and
partners, as we create a new form of
business school uniquely relevant to
the 21st century.

After all, the world’s most pressing
business issues have no boundaries.

So why should a business school?

RETHINKING THE
BOUNDARIESChange starts today at www.fuqua.duke.edu

36 MONDAY, SEPTEMBER 15, 2008 T H E WA L L ST R E ET JOU R NA L .



Amit, Raphael ............... 34
Aserkoff, David ............. 24
Assoun, Yan ................... 32
Atteberry, Tom .............. 25
Balaban, Sigmund .......... 34
Benson, Stuart .............. 32
Bessy, Patrick .................. 3
Bethune, Brian ............... 35
Beutel, Peter ................ 24
Blakey, Marion .............. 21
Brown, Derek ................. 28
Carson, Rich .................. 32
Castelveter, David ........ 20
Chan, Chiehmi ............... 32
Chealander, Steven ....... 21
Colaninno, Roberto ......... 6
Concil, Anthony ............... 6
Coricelli, Lorenzo .......... 33
Cotton, Bob ................... 24
Cox, Christopher ........... 25
Cox, Victoria ................... 6
D’Auria, Roberto ........... 33

Dawson, Jonathan ......... 32
Demitry, Peter .............. 20
Edmonds, Brian ............ 28
Ellison, David ................ 35
Farchioni, Pompeo ........ 33
Fuld Jr., Richard ........ 26,35
Furlong, Stephen ............ 6
Gargano, Massimo ........ 33
Garvin, Michael .............. 21
Gayle, Alan .................... 35
German, John ................. 16
Gilligan, Peggy ............... 21
Harte, Jeff ....................... 1
Haupt, Rick .................... 10
Heller, Wayne ............... 21
Hofmann, Regan .............. 2
Hooley, Kurtis ............... 34
Kaelin, Bruno A. ............. 3
Kellner, Larry ................ 10
Kjellman, Nino .............. 32
Larian, Isaac ..................... 8
Law, David ....................... 8

Lonergan, Phil ................ 32
Lotz, Michael ................ 21
Lowitt, Ian .................... 23
MacAskill, Allan ........... 15
Major, Peter ..................... 8
Markison, Brian A. .......... 8
Mitchell, Dean ................ 8
Molinaroli, Alex ............. 16
Monini, Maria Flora ...... 33
Moore, Scott .................. 33
Moran, Mark ................. 10
Naylor, Roger ................. 32
Orlando, Phil ................. 35
Pado, Marc .................... 35
Patel, Ash ..................... 33
Piëch, Ferdinand .............. 5
Poon, Christine .............. 10
Porsche, Ferdinand .......... 5
Porsche, Wolfgang .......... 5
Poussot, Bernard ........... 34
Press, Jim ....................... 5
Rosenberg, David .......... 34

Salazar, Jesús ............... 33
Sawai, Ken ....................... 4
Schorr, Glenn ................. 25
Shapiro, Joshua ............. 35
Smisek, Jeff .................. 10
Stannard, Ian ................. 28
Stewart, Simon ............. 21
Strickland, John .............. 6
Tchilinguirian, Harry ..... 24
Trone, David .................. 25
van den Brul, Nick .......... 6
van Houten, Frans ........ 10
Walker, Simon ............... 32
Weinberg, Mark ............ 32
Wellsted, James ............. 8
Whitney, Meredith ......... 1
Wilson, Kevin ................ 21
Wolf, Rob ...................... 34
Wright, Mary Ann .......... 4
Wychor, Tom .................. 21
Yang, Jerry ..................... 33
Yokota, Eimei .................. 9

CORRECTIONS &
AMPLIFICATIONS

President George W. Bush was
first inaugurated in January 2001,
and Ohio has lost more that 237,000
manufacturing jobs since then. A
U.S. Presidential Election 2008 arti-
cle in the Friday-Sunday edition in-
correctly gave the inauguration
date as January 2000, and based on
that, the number of jobs as 270,000.

Regan Hofmann is editor in chief
of the magazine Poz. A Corporate
News article Aug. 25 about Glaxo-
SmithKline PLC’s HIV-drug ads mis-
spelled her surname as Hoffman.

Walt Disney Co. owns 80% of
sports network ESPN. A Corporate
News article in the Friday-Sunday
edition on ESPN Star Sports’ pur-
chase of commercial rights to a new
cricket league incorrectly gave the
stake as 88%.

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

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

Sunday, the situation remained
highly fluid, but the prospects for a
deal seemed to be dimming and it was
unclear if officials would blink.

If Lehman goes into liquidation,
the ripple effects could be deep and
painful. The firm sat on $33 billion of
commercial real-estate assets and
$13 billion in residential mortgages at
the end of August; a liquidation could
mean forced sales of those and other
assets, which could knock down the
value of other firms’ holdings.

Lehman is also deeply intertwined
in many other markets—most nota-
bly the vast market for credit-default
swaps, in which it is a top-10 player.
Even as they were holding the line
about being involved in funding a res-
cue, Fed staff over the weekend were
working with Wall Street credit trad-
ers to help sort through their posi-
tions with Lehman in this market.

Fed officials have some confi-
dence that they are better prepared
to deal with the fallout from a failure
than they were when Bear Stearns
failed and the Fed arranged a shot-
gun wedding to J.P. Morgan Chase.
The emergency lending facilities it
set up after Bear could help cushion
the blow to the market if Lehman
now fails. But some areas, like swap
trading, are still a huge source of un-
certainty.

Central banks around the world
are also grappling with how to man-
age dysfunctional markets. The Euro-
pean Central Bank worried that com-
mercial banks were starting to use it

as a storehouse for souring assets. So
on Sept. 4 the ECB said it would
tighten the standards on the collat-
eral it accepts in return for short-
term funds.

Policy makers considered taking
more drastic steps, but “we didn’t
want to change the rules of the game
while the game was ongoing,” said a
person familiar with the matter.

The ECB is also warning it won’t
take drastic measures to save every
bank. A survey that the central bank
sent to euro-zone supervisors
showed many banks have included
emergency ECB funding in their crisis-
management plans. In a speech last
week, ECB President Jean-Claude
Trichet said, “I wish to be sure that
banks can manage their liquidity risk
on their own.…Emergency liquidity
assistance by central banks should
therefore not be relied upon by banks
in their contingency planning.

In the U.K., officials are still sting-
ing from the collapse of mortgage
lender Northern Rock PLC. But Bank
of England Gov. Mervyn King is ada-
mant he won’t extend a liquidity plan
that began in April and is scheduled
to end Oct. 21. The plan, designed to
restore confidence in the British econ-
omy, currently allows U.K. institu-
tions to swap high-quality collateral
for U.K. treasury bills.

“Central banks can’t provide indef-
inite funding,” Mr. King has said. He
said that the six months that the
banks will have had to borrow will
have been enough time for them to
sort out their problems.

Paramount to Fed officials is the
broader health of the financial sys-
tem. Market conditions now are
mixed. The broader stock market so
far has been relatively stable through
this latest round of turmoil. But short-
term lending rates such as the Lon-
don Interbank Offered Rate are ele-
vated relative to expectations for the
Fed’s benchmark federal-funds rate,
although not severely so. Risk premi-
ums on junk bonds also are back to lev-
els they hit in March.

The resilience of the system re-
mains highly uncertain. Consider the
credit-default-swap market, in which
firms trade contracts tied to corpo-
rate default risks. It’s an immense
market that trades against $62 tril-
lion worth of debt.

Officials worry that the collapse of
an investment bank could send prob-
lems cascading through the financial
system by way of this market. The
Fed has been pushing Wall Street to
create a new clearinghouse to dimin-
ish that risk, but it isn’t in place yet.

Now, traders are being forced to
address a Lehman crisis on the fly. On
Saturday, the credit-trading heads of
major investment banks gathered to
discuss how to deal with their swap
exposures to Lehman. By Sunday,
floors were open for trading in antici-
pation of a mess in the market, said
one trader.

One person familiar with the mat-
ter said large dealers contemplated
showing each other all of their CDS
trades with Lehman. Disclosing their
positions may enable dealers to find

ways to offset their positions with
each other wherever possible. Later
in the day, some traders were told Fed
officials would help mediate the pro-
cess. Still, sorting out the CDS posi-
tions promises to be difficult and
time-consuming, because many of
the contracts have different terms
and maturity dates.

 —Carrick Mollenkamp, Serena Ng
and Damian Paletta

contributed to this article.
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By Adam Cohen

NICE, France—European Union
economic policy makers see no end in
sight to the credit crisis but believe
their banking systems remain sound.

At a two-day meeting on the
French Riviera, the bloc’s finance
ministers and central bankers
mulled the impact of Lehman Broth-
ers Holdings Inc.’s difficulties and
questioned whether their own regu-
latory regime could prevent the col-
lapse of such a large firm.

Policy makers were nervously
watching developments in the U.S.,
where the Federal Reserve Bank of
New York and the U.S. Treasury are
guiding efforts to shore up confi-
dence in Lehman, which will likely
involve finding a buyer for the firm
or its parts.

EU policy makers should have lit-
tle cause for feeling complacent,
having been briefed on the scale of
the problems faced by banks around
the world by Mario Draghi, the gov-
ernor of the Bank of Italy who is also
chairman of the Financial Stability
Forum, which brings together cen-
tral bankers and regulators from
leading economies.

He told them that banks in the
U.S., Europe and elsewhere will
have to raise $350 billion in new cap-
ital if they are to put the losses they
have suffered as a result of the
credit crisis behind them. But he
added that some may not be able to
find the investment they need.

Mr. Draghi estimated that banks
have suffered losses of around $500
billion as a result of the turmoil that
began last year.

He also estimated banks have
raised $350 billion in new capital to
date, but said further losses will oc-
cur, likely triggering consolidation
in the sector.  —Gabriele Parussini

and Roman Kessler
contributed to this article.
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timism in the performance of the Fi-
nancial Select Sector SPDR, an ex-
change-traded fund that is 20%
above its low in July. As a result of
cautious optimism toward some fi-
nancial names, several money man-
agers are venturing back, ever so
tentatively.

David Ellison, a fund manager at
FBR Capital Markets Corp., said he
has recently bought “a few” finan-
cial stocks. At the end of June, cash
levels in his Large Cap Financial
Fund and Small Cap Financial Fund
stood at 50% and 38%, up from 2%
and 0% at the start of 2007, respec-
tively, according to Morningstar
Inc. He says cash levels are lower
now than in June, but only slightly.

“What you’re seeing now is the
development of haves and have-
nots,” Mr. Ellison says. “You have
names like Wells Fargo on one side,
which seems to be doing a good job
of dealing with its negatives. Mean-
time, you have WaMu and Lehman
on the other side.”

Joining Mr. Ellison in this tenta-
tive optimism are fund managers at
Ceredex Value Advisors, IronOak Ad-

visors, and Silvant Capital Manage-
ment, subsidiaries of Atlanta-based
RidgeWorth Capital Management.
They have shifted to a neutral posi-
tion in financial stocks from an un-
derweight position in their large-
cap equity funds over the past few
months, says Alan Gayle, Ridge-
Worth’s senior investment strate-
gist. “We felt that the sector had dis-

counted a lot of bad news,” Mr.
Gayle says.

One helpful development, albeit
not a cure-all, has been the govern-
ment’s decision to bail out Fannie
Mae and Freddie Mac. Phil Orlando,
chief equity market strategist at Fed-
erated Investments, called the Fannie-
Freddie decision an “excellent” step
toward settling things down. But he
expects it to have no near-term effect
on operating results, because of lin-
gering economic weaknesses such as
tumbling housing prices.

So the Fannie-Freddie rescue,
engineered by Treasury Secretary
Henry Paulson, isn’t viewed as set-
ting a bottom, as previous govern-
ment actions have fallen flat.
“When Paulson picked up the ba-
zooka in July, that should have
done it,” says Mr. Orlando, refer-
ring to Mr. Paulson’s securing res-
cue authority for the mortgage gi-
ants. But it didn’t. Nor did Federal
Reserve interest-rate cuts, nor the
salvaging of Bear Stearns last
spring.

Meanwhile, investors are brac-
ing for the quarterly earnings sea-
son. Lately, the market has fallen

into a pattern. First comes a pull-
back as everyone braces for the bad
news. “Every quarter, brokers pre-
pare to report and the stock market
gets cautious,” says Marc Pado, U.S.
market strategist at Cantor Fitzger-
ald. “The rumors go around, how
bad, how much.”

Next comes a relief rally—or at
least that has been the case for the
previous two quarters—as inves-
tors tell themselves the worst is
over. “We see this every quarter, cau-
tion going in and optimism coming
out,” Mr. Pado says.

Much of the worry right now cen-
ters on Lehman Brothers, scheduled
to formally announced earnings
Thursday. It has released prelimi-
nary results, including an estimated
net loss of $3.9 billion. That follows
a $2.8 billion loss last quarter,
which Chief Executive Officer Rich-
ard Fuld at the time called “totally
unacceptable.” Fear that Lehman
won’t be able to find an acquirer to
prevent its collapse has walloped its
stock, down almost 95% this year.

Later comes another problem
child: Merrill Lynch & Co. is slated
to release its numbers Oct. 16. Mer-

rill has booked three quarters in the
red, and analysts expect more of the
same.

Despite all the gloom and doom,
the sector does boast a number of
potential winners, which should do
well once the storm finally abates.
Goldman Sachs Group Inc. and Mor-
gan Stanley are prominent among
them, and they have the virtue of be-
ing relatively inexpensive thanks to
the pall over the industry.

Goldman is due to report on Tues-
day and Morgan Stanley on Wednes-
day. While analysts expect their
earnings to be down compared with
the year-earlier quarter, it is un-
likely that they would be unprofit-
able. Last quarter, Morgan was in
the black but still looked shaky, as
much of its earnings came from the
sale of two businesses.

Goldman, which trades at just
seven times trailing earnings, has
seen the percentage of its shares on
loan, a good proxy for short inter-
est, fall recently to a little more than
2% of its market capitalization,
from about 7% in late July, accord-
ing to figures from London-based
Data Explorers.

Continued from first page

U.S. retail sales decline as consumers remain uneasy about economy

Distress in U.S. financial sector is likely to hold back stocks

bankruptcy filing,” it said, adding
that trades conducted during this
period “are contingent on a bank-
ruptcy filing on or before 11.59 p.m.
New York time” Sunday. If no filing
occurred, the trades would be can-
celed, the association said.

The apparently insurmountable
obstacle to a deal was reluctance by
U.S. regulators to financially back
an acquisition or the creation of a so-
called bad bank to wind down Leh-
man’s assets.

BofA, the other leading bidder
on Friday, indicated by Sunday
morning that it wasn’t interested in
a transaction without government
support.

A person familiar with the mat-
ter said large dealers contemplated
showing each other all of their
credit-default swap trades with Leh-
man. Disclosing their positions
might enable dealers to find ways to
offset their positions with each
other. Later in the day, some traders
were told that Lehman, with the
help of Federal Reserve officials,
would try to figure out which of its
counterparties had CDS trades that
could be offset. Those counterpar-
ties would be informed of the offset-
ting positions, after which they

could unwind their respective
swaps with Lehman and concur-
rently enter into new swap con-
tracts with each other. For example,
if one dealer had bought a swap
from Lehman, and Lehman bought a
similar swap from another bank, the
two banks could agree to face each
other directly.

Such moves could help prevent
individual firms from scrambling to
find new counterparties to rehedge
their positions with when markets
reopened Monday, potentially un-
leashing turmoil across the credit
markets. They could also help facili-
tate an orderly wind-down of Leh-
man’s derivative positions, if that
became necessary. Still, sorting out
the firm’s CDS positions promises
to be a difficult and time-consuming
task because many of the contracts
have different terms and maturity
dates.

How much Lehman has in CDS
contracts isn’t known. In a survey
last year by Fitch Ratings, Lehman
was listed among the 10 largest CDS
counterparties by number of trades
and the amount of debt to which the
contracts were tied.

Wall Street traders poured into
their offices Saturday for emer-
gency meetings to consider the ac-

tions they would take if Lehman is
forced into liquidation. They broke
into teams to evaluate their posi-
tions and exposure to Lehman in ev-
erything from energy trades to eq-

uity derivatives to credit.
One trader said conditions in the

credit default swap market and the
short-term repo markets are more
stable today than they were in

March, when Bear Stearns nearly
collapsed, but still, “if they go into
liquidation,” it is going to be a bad
situation on Monday.

A disorderly unwind of Lehman's
derivatives trades is only one
worry. Another worry is that if Leh-
man collapses, its distressed assets—
such as commercial real estate—
could suddenly hit Wall Street for
sale, forcing prices even lower and
potentially forcing other dealers to
mark down once again the value of
their own holdings.

Lehman has hired law firm Weil,
Gotshal & Manges LLP to prepare a
potential bankruptcy filing, accord-
ing to a person familiar with the situ-
ation. The New York-based Weil has
a leading bankruptcy practice and
advised Drexel Burnham Lambert
on its 1990 bankruptcy filing.

In a Lehman bankruptcy, the
firm’s brokerage units would have
to enter a Chapter 7 liquidation, in
which a court-appointed trustee
would take over, liquidate the firm’s
assets and get Lehman customers
back their money. In general, securi-
ties that a customer holds at a bro-
kerage firm are legally the inves-
tor’s property and aren’t exposed to
the claims of the firm’s creditors.

Continued from first page

BofA, Merrill Lynch talk as Lehman’s future is in doubt

Short comparison
Stable Goldman Sachs lately has far
less of its market value lent out for 
short-selling than does limping
Lehman Brothers. 
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As word spread that a Barclays deal for Lehman Brothers was apparently off, credit
derivative traders scrambled to unwind their outstanding contracts with the bank.

FROM PAGE ONE

By Kelly Evans

Sales at U.S. retailers slumped
during last month’s back-to-school
shopping season, a sign that con-
sumer spending, the main driver of
the nation’s economic growth, is
weak.

“Without the props from the fis-
cal-stimulus rebates, consumer
spending is slowly caving in,” said
Brian Bethune, chief U.S. financial
economist at Global Insight in Lex-
ington, Mass.

The government’s economic-
stimulus plan doled out some $107
billion to low- and middle-income
Americans earlier this summer in
an effort to boost spending. But
the gains were fleeting and smaller
than hoped. As a result, econo-

mists are largely opposed to calls
for a second round of stimulus
checks, a plan backed by Demo-
cratic presidential candidate Sen.
Barack Obama. Republican rival
Sen. John McCain has said he is
open to a stimulus plan but hasn’t
committed to any specific pro-
posal.

Meanwhile, unemployment con-
tinues to rise and consumer spend-
ing is poised to decline this quar-
ter for the first time since the
1990-91 recession. The decline
would be a setback because con-
sumer spending has proved resil-
ient, even increasing during the
2001 recession when many
thought it would drop.

But a combination of falling
home prices and stock-market

wealth, rising unemployment, stag-
nant wages and heavy credit-card
debt has left consumers in a diffi-
cult position. Global Insight ex-
pects consumer spending will drop
about 1.1% this quarter, and many
economists caution that spending
could be weak through 2009.

Retail sales last month were
weak across the board, falling 0.3%
from July. Sales dropped at elec-
tronics and appliance stores and
among building-material and gar-
den-equipment dealers, as housing-
related categories continue to
struggle. Sales at furniture and
home-furnishings stores were flat.
Sales also dropped at clothing, ac-
cessories and general-merchan-
dise stores—establishments that
had hoped for a boost from back-to-

school shopping.
Motor-vehicle sales rose in Au-

gust, but from low levels the
month before. Excluding sales of
cars and parts, retail sales looked
even weaker last month, falling
0.7% from July.

One bright spot, however, is
that oil and gas prices have fallen
substantially since hitting highs in
July, and price increases on related
goods are slowing as well, giving
some temporary relief to house-
holds.

The run-up in oil prices to over
$145 a barrel in July, which pushed
average gasoline prices to $4.11 a
gallon, has reversed. Oil settled at
$101.18 a barrel Friday on the New
York Mercantile Exchange. Pro-
ducer prices paid by manufactur-

ers and wholesalers, a gauge of in-
flation, dropped a seasonally ad-
justed 0.9% in August from July af-
ter seven consecutive monthly in-
creases, the Labor Department
said Friday. In addition, import
prices and consumer prices are ex-
pected to drop in coming months.

A separate early estimate of con-
sumer sentiment this month pro-
duced by Reuters and the Univer-
sity of Michigan leapt to 73.1 from
63 in August, “a direct result of the
steep drop in oil prices,” said
Joshua Shapiro, chief U.S. econo-
mist at forecasting firm MFR Inc.
in New York. The survey found con-
sumers’ estimate of inflation fell
to 3.6% for the year ahead, a de-
cline from their 5.2% estimate in
May.
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Alstom payments face wider Swiss probe
Prosecutors contend
bribes for contracts
may top $500 million

Hurricane Ike batters Texas,
but toll is less than feared

By David Crawford

Swiss prosecutors pursuing an
international bribery probe of Als-
tom SA say new evidence suggests
the French engineering giant spent
at least tens of millions of dollars
more than previously suspected on
illicit payments to win contracts
abroad.

The payments were made as re-
cently as June, even after The Wall
Street Journal reported in May that
French and Swiss investigators
were looking into possible Alstom
bribes, two investigators familiar
with the case said.

In a statement Friday, a prosecu-
tion spokeswoman said the amount
of suspicious payments is tens or
hundreds of millions of euros. Peo-
ple familiar with the matter say Eu-
ropean prosecutors are focusing on
at least $500 million in alleged
bribes Alstom paid through a Swiss
slush fund between 2001 and 2008,
a period after France made it illegal
for businesses to make payoffs to
foreign officials.

The investigation illustrates the
tougher line European prosecutors
are taking against practices multina-
tionals have long employed to win
government contracts abroad, in-
cluding the use of countries like
Switzerland to launder money. One
of Alstom’s chief competitors, Sie-
mens AG of Germany, remains un-
der investigation in Germany for an
alleged multibillion-dollar bribe
scheme.

The laundering of money for
bribes via Switzerland has figured
in several investigations of Alstom
that authorities in individual coun-
tries treated as isolated. Now, Swiss
prosecutors suspect links between
bribery investigations as far apart

as Brazil, Zambia and Mexico. In
March, two Alstom subsidiaries, in-
cluding a U.S.-based subsidiary,
were convicted of bribery in Italy.
The bribe money was transferred
via Switzerland, the verdict says.

A Swiss investigation of Alstom
payments started in 2004 and fo-
cused on the period between 1995
and 2003. In recent months, Swiss
investigators have expanded the
probe to include payments up to
this year. The statute of limitations
could protect Alstom from any pros-
ecution in at least some of the ear-
lier payments.

Swiss prosecutors say Alstom’s
Swiss slush fund was run by Als-
tom’s former corporate compliance
executive, who was arrested in Swit-
zerland last month and is being held
without bail. In the statement, the
Swiss prosecution spokeswoman
said the Alstom officials responding
to the inquiry aren’t cooperating
fully. Alstom says it is cooperating.

Alstom is a major maker of
power turbines, high-speed trains
and subway cars. If prosecutors
build a case against it, Alstom could
face fines or bans from bidding on
public-sector contracts in some fast-
growing markets, mostly in Asia
and Latin America.

The company has denied any
wrongdoing and has consistently
portrayed itself as the victim of a
small number of rogue current and
former employees. In May, Alstom
successfully petitioned French pros-
ecutors to join their investigation, a
legal maneuver that could give it ac-
cess to certain evidence in the inves-
tigation.

Before the prosecutors’ state-
ment was released, Alstom spokes-
man Patrick Bessy dismissed The
Wall Street Journal’s inquiries as
“rumors,” and declined the opportu-
nity to respond to written ques-
tions. After the statement, the com-
pany declined to comment.

An Alstom lawyer declined to
comment in detail, but said: “The
company is confident that every-

thing will work out smoothly.”
The Swiss prosecution state-

ment said Alstom has filed motions
to block access to evidence seized in
raids of Alstom offices in Switzer-
land. “These files cannot be ana-
lyzed at this time,” the statement
said. Alstom declined to comment
on this point.

Until the past decade or so, many
European nations not only allowed
companies to pay “commissions” to
foreign officials, but also let them
deduct the payments from their
taxes. Germany outlawed the prac-
tice in 1999; France did so in 2000.

The new evidence in the Alstom
probe centers on Alstom Prom AG, a

Swiss subsidiary of Alstom with few
employees and millions of euros in
annual revenue. In the statement,
Swiss prosecutors said the unit ap-
pears to have created slush funds to
bribe foreign officials and keep
those cash payments off the compa-
ny’s books.

Last month, Swiss and French po-
lice raided Alstom Prom’s office and
arrested Alstom’s former corporate
compliance officer. An Italian prose-
cutor familiar with the case identi-
fied this person as Bruno A. Kaelin.

In addition to being a former Als-
tom Prom director, Mr. Kaelin is also
a former senior vice president and
head of corporate compliance at Als-
tom’s headquarters in Paris. A Swiss
judge has denied him bail on the
grounds he might destroy evidence,
said a prosecution spokeswoman.

Mr. Kaelin’s lawyer couldn’t be
reached for comment. Prosecutors
declined to make Mr. Kaelin avail-
able.

The 67-year-old Mr. Kaelin, a
Swiss national, retired from Alstom
in late 2005, at around the time he
was facing prosecution in a sepa-
rate corruption case in Italy. Earlier
this year, he and three other current
or former Alstom officials were con-
victed in that case of bribing two of-
ficials of the Italian electric com-
pany Enel SpA over a power-plant
equipment contract and given jail
sentences of nine months or 11
months.

The March 28 verdict described
Alstom Prom as the launderer of the
bribe money and an Alstom Power

subsidiary in the U.S. as the unit
that ordered the bribes paid. Each
subsidiary was fined Œ240,000 and
had Œ597,200 seized. An Enel
spokesman said two Enel officials
were fired and Alstom paid Enel
Œ4.5 million to settle the case.

Italian law-enforcement officials
contacted Swiss prosecutors after
the Journal’s article in May about
the Franco-Swiss probe of Alstom.
The investigation has since ex-
panded beyond Europe to include
projects and officials in Brazil, Mex-
ico and Zambia.

Investigators are interviewing
Mr. Kaelin, whom they accuse of
laundering hundreds of millions of
euros in funds earmarked for
bribes.

People familiar with the Alstom
investigation said Mr. Kaelin ini-
tially balked at cooperating but has
provided some details when con-
fronted with evidence from an inves-
tigation in Brazil. Between 2001 and
2007, for example, Alstom Prom fun-
neled more than $50 million to two
shell companies in Montevideo, Uru-
guay, to bribe officials in Brazil, ac-
cording to Brazilian court records
and people familiar with the investi-
gation.

The alleged bribes aided Alstom’s
successful 2001 bid to supply gas
turbo-generators, steam turbines,
heat-recovery boilers and all the ser-
vices needed to build a power plant
in Rio de Janeiro state, according to
people with knowledge of the in-
quiry and a Brazilian police report re-
viewed by The Wall Street Journal.

Prosecutors are focusing on at least
$500 million in possible Alstom bribes.
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Hundreds of rescue workers
fanned out across the upper Texas
coast Sunday searching for survivors
of Hurricane Ike as the massive storm
moved inland over the state, leaving
flooded communities and heavy dam-
age in its wake, but not the all-out ca-
tastrophe officials had predicted.

By midafternoon Sunday, offi-
cials said nearly 2,000 people in
Texas who refused orders to evacu-
ate before Hurricane Ike had been
rescued by land, air and water. A
door-by-door search was under way
in Galveston, where Ike came ashore
early Saturday.

Officials urged Galveston resi-
dents to stay away from the barrier
island, telling them there was no
way to live there right now. It could
take as long as a month to restore
power there, and roads are still
flooded, they said.

Earlier in the day, Houston offi-
cials issued a weeklong curfew for
the city as rescue efforts continued
there. Officials said the 9 p.m. to 6
a.m. curfew would begin Sunday
night and last until Saturday. Most
of the city has lost electricity, streets
are littered with debris, and police

are worried about the safety of resi-
dents. Police said residents
shouldn’t be on the streets during
the curfew unless it is an emergency.

Texas Gov. Rick Perry launched
what he said was the largest rescue
operation in the state’s history, dis-
patching emergency workers in
trucks, boats and helicopters to pull
people from submerged homes and
stranded cars and ferry them to safe
dropoff points.

A last-minute jog east as Ike ar-
rived on land spared the Houston
and Galveston area from the six-
meter storm surge a more westerly
path might have brought. But Ike did
plenty of damage. Its huge span—
more than 800 kilometers wide—
pounded a densely populated
stretch of Texas coast from Louisi-
ana to Freeport with nearly 24 hours
of fierce wind and crushing waves.

Despite mandatory evacuation
orders for low-lying areas, and dire
warnings from national weather of-
ficials that “certain death” loomed
for those who stayed behind, tens of
thousands of coastal residents de-
cided to weather the storm at home.

As of Sunday afternoon, at least
seven deaths had been blamed on Ike.
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Shrinking the hefty exit packages
Some companies seek
to limit severance
for failed executives

MANAGING

By Phred Dvorak

T OP EXECUTIVES at Double
Eagle Petroleum Co. signed
employment agreements ear-

lier this month that curtailed a
time-honored executive perqui-
site: the executives don’t get sever-
ance in cases of “poor perform-
ance.”

Sigmund Balaban, a Double Ea-
gle director, says the board wanted
to make sure departing executives
deserve the money they walk away
with. He jokes that the new sever-
ance plan is a “golden parachute
with a hole in it.”

Double Eagle’s contracts show
one company’s attempt to solve a
persistent compensation problem:
rich severance packages for failed
executives.

The issue flared anew last week,
with news that Daniel Mudd and Ri-
chard Syron, the ousted CEOs of
Fannie Mae and Freddie Mac, could
be due as much as $24 million com-
bined, after the government took
over the companies. Several law-
makers, including U.S. presidential
candidate Sen. Barack Obama,
asked regulators to review or re-
duce the payments.

Other payouts last year were
larger: $29.5 million for former Citi-
group Inc. CEO Charles Prince,
$161.5 million for former Merrill
Lynch & Co. CEO Stan O’Neal and
$210 million for former Home De-
pot Inc. Robert Nardelli. Each was
ousted or resigned under pressure.

Compensation experts say out-
sized exit packages remain a tricky
problem, even as more pay is
linked to performance. Severance
pay is typically written into employ-
ment agreements crafted to attract
top talent, they say.

“It’s all negotiated at a time
when everyone is sure that nothing
bad is going to happen—sort of like
prenuptial agreements,” says Mark
Borges, a principal at San Jose, Ca-
lif., consultancy Compensia Inc.

A 2007 study of 137 large compa-
nies by data-tracker Equilar Inc.
found that 71.5% of the CEOs had
severance agreements and 81.8%
were promised exit packages if they
lost their jobs following a corporate
takeover, or “change in control.”

Also stoking criticism of sever-
ance pay: new rules requiring com-
panies to disclose prospective pay-
ments. In Equilar’s study, the me-
dian CEO would receive $21 million
for being ousted and $29 million

following a change in control.
Those figures included cash sever-
ance payments and the value of ac-
celerated equity grants. They also
included deferred compensation
and retirement benefits, which
many pay consultants argue are
less severance than payment for
past service.

Pension and deferred compensa-
tion accounts for $5 million of Mr.
Mudd’s estimated $9.2 million in
exit pay and $1.5 million of Mr. Syr-
on’s $14.9 million. Messrs. Prince
and O’Neal didn’t receive any cash
severance: their awards consisted
mainly of stock and options.

Severance packages typically in-
clude two to three times an execu-
tive’s annual salary and bonus, plus
equity and perquisites ranging

from lifetime health care to reloca-
tion payments, consultants say.

Some companies are trimming
once-lavish plans. Pharmaceutical
company Wyeth in 2006 amended
its change-in-control provisions, ef-
fective next year,to drop some
perks and exclude the value of stock
grants in calculating severance.

The changes reduced to $18.3

million, from $38 million, the
amount due CEO Bernard Poussot
if he is fired following a takeover,
according to Wyeth’s 2008 proxy.
Wyeth attributed the changes in its
proxy to “changed circumstances”
of the company and the pharmaceu-
tical industry.

Rimage Corp., a $108.7 million
maker of high-tech gear, last year
reduced its change-of-control sev-
erance to one year of salary and bo-
nus, instead of two. Chief Financial
Officer Rob Wolf says the change
followed a survey that found most
peers offering one-year payments.

Some companies are changing

plans that calculated severance
payments based on targeted bo-
nuses, rather than the amounts
earned, says Michael Sirkin, who
heads the executive-compensation
practice at law firm Proskauer
Rose LLP. Others are abandoning
the accelerated vesting of stocks
for departing executives, or linking
such vesting to performance.

Double Eagle, a $17.2 million
Casper, Wyo., oil-and-gas explora-
tion and development firm, had ad-

vantages in crafting reformed
severance policies: Many ex-

ecutives were new, and
didn’t object to the

board’s intent; their
predecessors had

not had employ-
ment agree-
ments.

Directors
drafted sever-
ance agree-
ments that
granted up to
three years of
salary in some
cases. But di-
rectors wanted
to make sure
shareholders
wouldn’t be pe-
nalized if an ex-
ecutive failed,
says Mr. Bala-
ban.

The board
hired a com-
pensation con-
sultant. Direc-
tors and execu-
tives had a
“lively discus-

sion” on how to define poor per-
formance, recalls Kurtis Hooley,
Double Eagle’s chief financial of-
ficer. Executives asked: “What if
you don’t like me any more?”

The directors and executives
agreed on performance goals, in-
cluding financial targets like earn-
ings per share and revenue growth
as well as individual job objectives.
Ultimately, executives trusted the
board to be fair, says Mr. Hooley.

“If you’re going to provide me
with security, I should provide
some security back to the company
that I’ll perform as promised,” says
Mr. Hooley.

S
AM WYLY went from grow-
ing up in a house without
electricity to amassing a for-

tune estimated at $1.2 billion, and
he says anyone can follow in his
footsteps if they work hard enough
and watch for opportunities.

Mr. Wyly, who turns 74 next
month, built and sold software
companies, rescued a steakhouse
chain and revived an arts-and-
crafts retailer. Now he’s in the

green-energy and hedge-fund businesses. He just
published a memoir, “Entrepreneur to Billionaire:
1,000 Dollars & an Idea.” He said anyone with an en-
trepreneurial streak can do what he did. “Some
folks give up too soon when they should be persis-
tent and determined and just keep on persevering
until they finally make it work.”  —Associated Press

W
E HEAR a lot about
what employers
and recruitment of-

ficers are looking for in job
candidates as well as the
things they aren’t looking
for. But what do job hunters
dislike most about search-
ing for work?

According to a new sur-
vey by Hyrian LLC, a recruit-

ment-outsourcing firm, their biggest gripe is never
hearing back from companies after an interview.
Many also complain of hiring managers who aren’t
prepared for meetings.
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Billionaire espouses value
of hard work, persistence
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W
RITTEN references
could become old
hat for hiring man-

agers with one in five say-
ing they use social-network-
ing sites to research job can-
didates—and a third of them
dismissing the candidate af-
ter what they discover.

A survey by Career-
Builder.com of 3,169 hiring
managers found 22% of

them screened potential staff via social-networking
profiles, up from 11% in 2006. And 34% of the man-
agers who do screen on the Internet found content
that made them drop the candidate. Areas of con-
cern: candidates posting information about drinking
or using drugs, and posting provocative or inappro-
priate photographs or information.  —Reuters

By Raymund Flandez

For three years, David Rosen-
berg, co-founder and chief execu-
tive of a concrete-product maker,
had thought about doing business
overseas. But the timing just wasn’t
right. Until now.

With slowing domestic commer-
cial and residential construction,
Hycrete Inc. is putting a bet on
growth abroad this year. And it
seems to be paying off.

“The U.S. market is an estab-
lished market,” Mr. Rosenberg says.
“If you look at India, Europe and the
Middle East, you see decades of un-
derdevelopment and underinvest-
ment there. The construction boom
that’s taking hold in those markets
is tremendous.…We’re also going
where the money is.”

The Carlstadt, N.J.-based com-
pany says its products are being
used in the construction of the tall-
est residential tower in India and
mall projects in Eastern Europe. The
company also is getting in on the
Middle East’s green building boom.
Hycrete’s product is a water-based
chemical mixture called Hycrete
Elite that is mixed into concrete to
make it water- and corrosion-proof.

With a shaky U.S. economy hurt-
ing domestic sales and a weak dollar
making U.S.-made goods more at-
tractive to foreign buyers, a rising
number of small companies are
shelving domestic growth, for now
at least, and are seeking bigger op-
portunities abroad. For some, it is
an initial foray. Others already have
dipped their toes in foreign markets
but are now diving in. Some others
are forming partnerships or affili-
ate deals to facilitate their entry
into an unproven market.

“There is so much focus on for-
eign markets at this time…because
of the state of the U.S. economy,
which adversely affects sales vol-
ume and prices,” says Raphael Amit,
a professor of entrepreneurship at
the Wharton School of Business at
the University of Pennsylvania. “Yet
in overseas markets, U.S. manufac-
turers and service providers can
compete effectively and realize sub-
stantial profits due to favorable ex-
change rates.”
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Need additional information? Find more job-hunting
and career-development advice, at
WSJ.com/Careers.

7
WORKPLACE

Looking outside
the U.S. to boost
their businesses

Job seekers’ pet peeves
about potential bosses

WSJ.com

Cutting back
Here are ways companies can
shrink exit packages and tie them
better to performance:

n Limit severance to 12 or 18
months’ salary and bonus, instead
of two or three years.

n Don’t pay for work that hasn’t
been performed.

n Don’t artificially boost retire-
ment benefits.

n Trim perquisites like lifetime
health-care coverage.

n Make it possible to cancel exit
packages if the executive doesn’t
perform well.

n Consider eliminating cash sever-
ance, if an executive is already
wealthy.

Source: Michael Kesner, Deloitte Consulting

Using Web profiles as way
to help screen applicants
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R
OYAL DUTCH SHELL
PLC said Friday it has
extended a force ma-

jeure until further notice on
some of its Nigerian oil ex-
ports after discovering new
leaks following a recent mili-
tant attack on its energy infra-
structure.

In late July, militants had
attacked the Nembe Creek and
Rumuekpe oil pipelines, knock-
ing out a chunk of production.

The force majeure—which protects Shell from not
meeting contractual obligations because of factors
outside its control—had been expected to end this
month. Shell declined to say what volumes are af-
fected, but had previously put the amount at 40,000
barrels a day. —Spencer Swartz

F
ORTIS NV said it has
closed three of its six
hedge funds this year,

as little new inflow from in-
vestors and market circum-
stances resulted in underper-
formance.

A spokeswoman said the
bank wasn’t rushed into the
closures, saying that the first
fund was liquidated about
nine months ago. The past
few months have been diffi-

cult for Fortis. Last month, the Dutch-Belgian bank
and insurance company posted a 49% drop in sec-
ond-quarter net profit. The chief culprits were a de-
cline in the value of its loans and investment portfo-
lio and Œ362 million ($514.6 million) in write-
downs. —Stefan Kloet

Shell extends force majeure
on some Nigerian exports
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Fortis says it has closed
three of six hedge funds

F
IAT SpA said Fri-
day its Magneti
Marelli car-elec-

tronics business has
signed a joint venture
with India’s Unitech
Machines Ltd—a deal
that will strengthen
the Italian car maker’s
strategic position in

India. The partners will create a new company to
produce motor-vehicle electronic systems in India,
which will be 51%-owned by Magneti Marelli, with
Unitech Machines holding the rest. Financial terms
of the venture, which is set to be operational by the
end of the first quarter next year, weren’t disclosed.

Friday’s deal is the fifth joint venture Magneti
Marelli has created in India in less than a year.
 —Gordon Sorlini

7
ENERGY

U.S. auto firms target Japan’s battery edge
Industry leaders urge
government loans
to spur technology

Deals like Nissan and NEC’s agreement to build a $115 million battery factory may
put U.S. auto makers farther behind Japanese rivals on the battery front.

7
BANKING

By John Murphy

A LENGTHENING lead held by
Japanese auto makers in se-
curing advanced vehicle bat-

teries to power electric engines has
become a rallying point for the U.S.
auto industry in seeking at least $25
billion in government loans.

U.S. auto-industry leaders
pressed Friday for federal loans to
develop homegrown technology for
more fuel-efficient vehicles. Gen-
eral Motors Corp. Chairman and
Chief Executive Rick Wagoner, ap-
pearing on Capitol Hill, called on
Congress to support advanced bat-
tery development in the U.S., which
he said lagged far behind govern-
ment-supported efforts in Japan
and South Korea.

Mr. Wagoner told lawmakers
that the seizing-up of credit mar-
kets has left auto makers strug-
gling to raise capital, and cau-
tioned them that Detroit might
have to start cutting capital spend-
ing if loans aren’t provided soon.

The White House, however, sig-
naled concerns about providing
such a government-sponsored boost
to the private sector. “We want to be
very, very careful about the govern-
ment’s role with private enterprise,”
White House spokesman Tony
Fratto said. “There are lots of indus-
tries that are dealing with challeng-
ing economic conditions, and it’s al-
ways important to be cautious about
the federal government’s role.”

This year the U.S. government
has stepped in to help mortgage
companies Fannie Mae and Freddie
Mac, and Wall Street investment
bank Bear Stearns Cos., while deal-
ing with a series of bank failures.

In addition to bolstering the U.S.
auto industry, Detroit executives
say a federal-loan package would
further U.S. energy security by nar-
rowing the lead held by foreign mak-
ers of vehicle batteries. The execu-
tives argue that failure to develop a
competitive battery industry domes-
tically could create a new depen-

dency for the U.S. by leaving it reli-
ant on foreign-made batteries, even
if the country reduces its reliance
on imported oil.

“Moving from imported oil to im-
ported batteries” wouldn’t address
the nation’s energy-security con-
cerns, says Mark Fields, head of
Ford Motor Co. operations in the
Americas, speaking recently in
Washington. “Bold and dramatic in-
centives are needed to accelerate
the commercial development of
high-energy power batteries right
here in the U.S.”

Over the past decade, Japanese
auto companies have been teaming
up with Japanese electronics compa-
nies that have dominated battery
manufacturing for laptop comput-
ers, mobile phones and other prod-
ucts. Most Japanese battery makers—
even those allied with Japanese
auto makers—say they are willing
to supply other car makers.

But securing an adequate supply
of batteries over the next few years
has become a growing concern for
all auto makers. The U.S. industry is
leery of depending too heavily on
foreign battery makers allied to Jap-
anese auto makers, for fear those
suppliers would assign first priority
to filling the orders of their Japa-
nese partners.

In addition, over the past several
months, a number of Japanese auto
makers and Japan’s top battery mak-
ers have reached a flurry of new
agreements to work together on vehi-
cle batteries. At least five battery fac-
tories are under construction in Ja-
pan, including a $115 million facility
announced in May by Nissan Motor
Co. and electronics giant NEC Corp.

The accords promise to put U.S.
auto makers even farther behind
their Japanese rivals in manufactur-
ing capacity and technological
know-how on the battery front, ana-
lysts say. The market for advanced
automotive batteries is now ex-
pected to grow to $30 billion to
$40 billion by 2020, up from today’s
$900 million market for hybrid bat-
teries, according to Deutsche Bank
Securities Inc.

Meanwhile, higher oil prices
have pushed consumers to hybrids
at a much faster pace than anyone
had imagined, accelerating car mak-
ers’ need for access to good batter-

ies. Even Toyota Motor Corp.,
which has the largest supply of bat-
teries, encountered a shortage this
year of the batteries used to power
the electric motor in its popular
Prius gasoline-electric hybrid. As a
result, it was forced to put some cus-
tomers on three-month waiting lists
for the Prius.

For the moment, some U.S. auto
makers are seeking supplies from
Japanese battery makers. GM re-
cently announced plans to buy lith-
ium-ion batteries for 100,000 hy-
brids from Japan’s Hitachi Ltd.
Sanyo Electric Co. supplies batter-
ies for Ford hybrids.

But Japanese companies con-
tinue to invest in their own facili-
ties. Nissan and partner NEC an-
nounced in May that they will build
a factory that has capacity to make
65,000 lithium-ion batteries a year
by 2011, as the car maker aims to be-
come the world’s largest producer
of electric vehicles.

In July, Toyota opened a battery-
research center, which it plans to
double in size in the next two years
to include 100 scientists and sup-
port staff, working to make a super-
charged battery more powerful
than those now on the market. A
slew of smaller companies are ramp-
ing up production of cathodes, elec-
trodes and other essential battery-
making materials.

Unlike the U.S., Japan has made
energy a top priority for years. And

while Detroit has focused on highly
profitable large trucks and sport-
utility vehicles in recent years, Japa-
nese auto makers continued to con-
centrate on smaller, fuel-sipping ve-
hicles, including hybrids

Toyota and Matsushita Electric
Industrial Co. formed a joint ven-
ture in 1996 called Panasonic EV En-
ergy to produce batteries for Toyota
hybrids. With two plants running
and a third in construction, the ven-
ture aims to produce enough nickel-
metal-hydride batteries to power
one million hybrid vehicles a year
soon after 2010, more than double
its plans for this year. In addition,
the company plans to start making
lithium-ion batteries, a more-power-
ful kind of battery that will be used
in Toyota’s plug-in hybrids sched-
uled for release late next year.

Panasonic EV Energy runs what
is now Japan’s most advanced bat-
tery-making facility. Rising above
the rice fields and rows of green-
houses in the sleepy farming town
of Kosai in central Japan, the fac-
tory operates around the clock.

Japan’s GS Yuasa, a Kyoto bat-
tery maker that has teamed up with
Mitsubishi Motors Corp. and Mit-
subishi Corp. to make lithium-ion
batteries, has been perfecting its
battery-making expertise for two de-
cades, creating batteries for a wide
range of uses, including satellites,
submarines and power tools.

The company’s production facil-

ity is a warren of sealed, air-tight
rooms. Employees wear face masks,
and the floors are lined with sticky
mats to collect dust and other parti-
cles that could ruin a battery’s per-
formance.

“Mass production of batteries is
very difficult,” says Ken Sawai, a
manager at GS Yuasa. “There are
many secrets.”

Still, there is ample opportunity
for development of better batteries.
“Whoever can make a safe, long-life
and low-cost battery will be the win-
ner,” says Khalil Amine, a battery re-
searcher at the U.S. Department of
Energy’s Argonne National Labora-
tory.

Those trying to do that include
start-ups like A123 Systems Inc., a
small company founded by a group
of scientists from the Massachu-
setts Institute of Technology. A123
is a contender for the battery design
that will power GM’s planned Chevy
Volt.

Another battery player in the
U.S. is Johnson Controls Inc., which
last month was awarded an $8.2 mil-
lion contract by the U.S. Depart-
ment of Energy to develop lithium-
ion batteries for plug-in hybrid vehi-
cles. The company also will provide
lithium-ion batteries for the Mer-
cedes-Benz S-Class hybrid vehicle,
scheduled to be on the market in
early 2009.

But much more needs to be done,
says Mary Ann Wright, vice presi-
dent and general manager for
Johnson Controls’ hybrid-battery
business. She has been lobbying
Washington for a national effort to
establish research labs and manufac-
turing technology to make the U.S. a
battery-manufacturing leader.

It would be more of rebirth of an
industry than one started from
scratch. Key components needed in
hybrid and electric vehicles—includ-
ing the battery, electric motor and
specialized electronics—were origi-
nally developed in the U.S., she says.
Now nearly all of them come from
Asia.

“It’s our punishment for invent-
ing this stuff and allowing manufac-
turing to go somewhere else,” she
says.

—Joseph White, Akane Ichikawa,
Miho Inada and Corey Boles

contributed to this article.
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Fiat’s car-electronics unit
seals Indian joint venture
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Spanish conquest squeezes Italian olive oil
Family-owned labels
struggle to compete
with SOS Cuétara

Yahoo details plans for its sites

Making a big push
for renewable resources
U.K. faces hurdles but says
it can meet target > Page 15

By Jessica E. Vascellaro

Yahoo Inc. executives provided
an update on the company’s plans to
open its online services—including
its home page and email service—to
contributions from third-party In-
ternet and software companies.

The efforts, described in a brief-
ing at the company’s headquarters
in Sunnyvale, Calif., range from al-

lowing users to search other con-
tent—such as classified-ad sites—
from within Yahoo Mail to allowing
them to access online music down-
load services like that of Amazon.
com Inc. from within Yahoo Music.
Yahoo also said it will be redesign-
ing its home page to make it easier
for users to tap these third-party
services, demonstrating how users
might add a link to the movie site

Netflix Inc. in the right corner of
their screens.

Opening up Yahoo’s sites and
technology has been an important
pillar of Yahoo Chief Executive Of-
ficer Jerry Yang’s strategy to turn
around the company since he took
over as CEO last year. While Yahoo
has described some of these initia-
tives before, it has showed off only a
few new products so far.

Now parts of the vision are be-
coming clearer. On Friday, Yahoo
hosted a “Hack Day” for developers
to start building versions of their
service that integrate with its home
page or that can be used by Yahoo
Mail’s 275 million monthly users.

Ash Patel, head of Yahoo’s audi-
ence products group, said the com-
pany is working with developers to
roll out the new mail applications—
designed to help users perform func-
tions like sending online invitations
or photo albums right from their in-
boxes—in coming months.

Yahoo is one of a number of Web
companies seeking to prove how
open they are to drawing in users
spreading their time across a
broader range of sites. Time
Warner Inc.’s AOL last week
launched a home page that allows
users to pull in more content from ri-
val email services like Google Inc.’s
Gmail.

Scott Moore, head of Yahoo’s me-
dia group, said Yahoo’s media sites
have strong track records of draw-
ing on outside content but see op-
portunities to expand.

By Davide Berretta

O
VER the past five years,
Italy’s biggest olive-oil
brands have fallen
steadily into Spanish
hands. SOS Cuétara SA’s

July purchase of Bertolli, one of the
world’s best-known olive-oil labels,
gave the Spanish food company con-
trol of half the Italian market and
made it the world’s undisputed
leader in olive-oil sales.

The Spanish conquest has left
small olive-oil companies up and
down Italy in a fix. Once synony-
mous with the olive-oil business
around the world, family-owned Ital-
ian labels like Monini, Farchioni, Fil-
ippo Berio and Pietro Coricelli are
now struggling to compete against
the pricing power, marketing heft
and distribution breadth of SOS.
“It’s not an easy path,” says Roberto
D’Auria, an analyst at agrarian re-
search institute Ismea, who pre-
dicts that some of the brands may
end up closing down or being put up
for sale.

Massimo Gargano, chairman of
the Italian olive grower associa-
tion Unaprol, says Italy’s small
players face a “long entrepreneur-
ial agony” amid competition from
SOS.

Maria Flora Monini, co-owner
of Olio Monini SpA, one of the larg-
est Italian-owned labels, says she
has received offers to buy the com-
pany, which sells 30 million bottles
a year. For now, though, she says
the family plans to hold on, stick-
ing to its strategy of marketing Mo-
nini as a trendy “lifestyle” brand.

Most of Monini’s nine varieties
of olive oil are sold in supermar-
kets at moderate prices ranging
from Œ4.50 to Œ7 ($6.40 to $9.95) a
bottle, but the company is none-
theless working hard to enhance
its brand. It sponsors some of Ita-
ly’s largest music festivals, photo
exhibitions at New York’s Museum
of Modern Art, and a magazine
that is distributed to 100,000 sub-
scribers three times a year. In
2003, it opened an olive-pressing
factory, or frantoio, near the town
of Spoleto, in Italy’s central Um-
bria region, where it produces
small quantities of olive oil and or-
ganizes olive tastings and cooking
courses.

Pompeo Farchioni, chief execu-
tive of the 250-year-old Farchioni

olive-oil brand from Umbria, says
he has dabbled in the higher end of
the market. He sells six “protected
origin,” or DOP, olive-oil varieties
whose production is traced and cer-
tified. But those high-end bottles
account for only 2% of Farchioni’s
overall yearly sales of Œ100 mil-
lion. Most of the 20 million bottles
Mr. Farchioni sells each year are
priced between Œ4 and Œ6.

For the bulk of his business, Mr.
Farchioni says, he is trying to get
more space from retailers. But if
that doesn’t work and Farchioni
starts losing money, “we might
end up having to sell too,” he says.

The olive-oil business conjures
up romantic images of pungent
green olives being squeezed
through presses, and many olive-
oil companies harvest some of
their own olives. But the industry
is mainly involved in bottling and
marketing, and most bottles avail-
able in supermarkets are blends of
Italian olive oil and oil made from
Spanish, Greek or North African ol-
ives.

Still, olive-oil names from Italy
generally hold more cachet than
those from other countries. That’s
why SOS—a food conglomerate
that also sells crackers, coffee and
rice—began its major foray into
the Italian market by buying Olio
Sasso in 2004. SOS then took over
Carapelli, a renowned olive-oil
brand from Florence with strong
sales in the U.S. And it bought Ber-
tolli, which, according to data re-
search firm Euromonitor, is the
leading olive-oil brand in the
world with 6% to 7% of global olive-
oil sales. (When it bought Bertolli,
it also acquired the Dante brand.)

It’s a good time to be the market
leader. Demand for olive oil has
been growing nearly 10% each year
over the past five years, in step
with the increased focus on
healthy eating, says Euromonitor.
SOS is also moving into the actual

production of olives and oil. It
owns Todolivo, a company that spe-
cializes in intensive olive growing,
along with more than 400 hectares
of land in Portugal. The goal, SOS
says, is to exert even more control
over the entire chain of production
and distribution.

To finance its growing olive-oil
empire, SOS plans to spin off its
four Italian olive-oil brands into a
new company that will then be
listed on the Milan stock market,
says SOS Chief Executive Jesús
Salazar. If the IPO, which is
planned for sometime in the 2009
first half, is a success, SOS could be
on the prowl for more Italian olive-
oil brands, Mr. Salazar adds.

Pietro Coricelli SpA, a smaller
Umbrian bottler, exports 65% of its
olive oil to the U.S. and Northern
Europe. CEO Lorenzo Coricelli
says he doesn’t plan to sell his com-
pany any time soon. He notes that
revenue have nearly doubled over
the past two years, helped by new
business from selling olive oil to ca-
tering companies, which makes up
about a quarter of his company’s
revenue.

But he is convinced change is
afoot. In today’s Italian olive oil
market, he says, “there are about
30 companies. We should have
seven or eight.”

WSJ.com

Companies are shrinking exit packages
and tying them better to performance
Compensation experts say outsized severance
payments remain a tricky problem > Page 34

The Juggle
How much time
at day care is too much?
> WSJ.com/Juggle

Source:  Euromonitor International

Slippery hold
World-wide market share of top
olive oil brands in 2007

Komili

Puget

Gallo

Carapelli

Monini

Filippo Berio

Carbonell

Bertolli 6.2%

3.8

2.9

2.1

1.8

1.7

1.6

1.4

Olive-oil names from Italy
generally hold more cachet than

those from other countries.

Corbis

MONDAY, SEPTEMBER 15, 2008 33



Chrysler offers new buyouts
to cut 4,000 more workersPiëch frustrates Porsche

VW chairman aids
unions’ bid to block
rival’s takeover plan

By Jeff Bennett

DETROIT—Chrysler LLC will be-
gin offering new buyout packages to
its hourly workers in the Detroit
area in a bid to cut an additional
4,000 workers from its payroll amid
a downturn in the U.S. auto
market.

About 17,600 workers
have already taken previ-
ous buyout offers. New of-
fers will begin going out to
workers by early this week
in an effort to increase the
number leaving the com-
pany to 22,000 hourly em-
ployees by the start of
2009, a company spokes-
man said Friday. Chrysler
has 45,000 hourly workers
world-wide, with the majority em-
ployed in the U.S.

Chrysler’s latest buyout effort
comes as Ford Motor Co. and Gen-
eral Motors Corp. are trimming
their payrolls, mainly through buy-
outs, early retirements and attrition.

Top Ford executives told union
leaders last week the company aims

to cut about 4,000 more jobs in the
U.S. through buyouts.

In separate news Friday, Ford’s
Volvo unit said it may have to cut
900 more jobs in Sweden in 2009
and will move forward the an-
nounced cancellation of the third

shift at its plant in Gote-
borg, involving around 700
employees, to October from
December. The shift closure
was part of a broader layoff
of some 1,200 staff an-
nounced in June.

The Big Three and their
rivals are suffering through
one of the worst down-
turns in the U.S. market in
decades. Housing woes and
the sluggish economy have
damped overall auto sales,

while high gasoline prices have hurt
demand for trucks and sport-utility
vehicles, which account for a big
chunk of Detroit’s sales.

At a ceremony to mark the start
of production of a new Dodge Ram
pickup truck, Chrysler Vice Chair-
man Jim Press said the U.S. slump is
likely to drag on well into next year.

By Edward Taylor

Volkswagen AG Chairman Ferdi-
nand Piëch abstained from a crucial
vote Friday, allowing labor represen-
tatives to drive through a
measure that may hinder
sports-car maker Por-
sche’s takeover plans, ac-
cording to people familiar
with the matter.

The move by Mr. Piëch,
himself a member of the
Porsche family, exposed a
deep split within Por-
sche’s owners and sug-
gests a prolonged power
struggle for control of VW
to come. Had Mr. Piëch
voted against Friday’s proposal, it
would have failed, these people
said.

“I am appalled with the voting be-
havior of the supervisory board

chairman,” Wolfgang Porsche said
in a statement, referring to his
cousin, Mr. Piëch. Mr. Porsche is
chairman of Porsche Automobil
Holding SE and serves on VW’s su-
pervisory board.

Porsche, which is controlled by
members of the Porsche and Piëch
families, owns a 30.6% stake in
Volkswagen and has pledged to
raise it to a majority before year
end. A spokesman for Mr. Piëch

didn’t respond to a request
to comment on the decision
to abstain.

At Friday’s meeting of
the 20-member VW supervi-
sory board, the equivalent
of a U.S. board of directors,
Mr. Piëch abstained on a
proposal by the board labor
representatives demand-
ing that Porsche seek board
approval for any coopera-
tion project between Por-
sche and VW’s premium

unit, Audi AG.
Audi, based in Ingolstadt, Ger-

many, is home to one of the most im-
portant research-and-development
centers at Volkswagen. The unit has

a particular expertise in lightweight
construction methods, including
aluminum, to which Porsche wants
access as it tries to meet fuel emis-
sion rules for its own fleet of sports
cars.

Labor unions are working on sev-
eral fronts to curtail Porsche’s grow-
ing influence at VW. Union leaders
fear that once Porsche has full con-
trol of the company, it will seek to
cut jobs at VW’s German plants.
About 40,000 VW employees pro-
tested in favor of workers’ rights at
the company’s Wolfsburg headquar-
ters Friday.

Mr. Piëch, a former Volkswagen
CEO and grandson of VW Beetle cre-
ator Ferdinand Porsche, has a long
record of surprise moves at VW that
have secured him wide-ranging influ-
ence at the company, often with the
help of the company’s labor represen-
tatives. Ten of the supervisory board
members are labor representatives.

In April, Mr. Piëch and Mr. Por-
sche gave a joint interview in which
they pledged unity as a way to make
the takeover of VW succeed.
 —Christoph Rauwald

contributed to this article.

Jim Press

Ferdinand Piëch
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U.K. pension regulator’s powers to grow
Fewer M&A queries
are being put in;
worry on payments

Going unmentioned
Buyers of U.K. companies can 
avoid problems with the pensions 
regulator by submitting a
voluntary review of the buyout 
plan. Few take that option.

Source: Thomson Financial and
the pensions regulator
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nancialnews.com) and Financial
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Deutsche Bank’s Carson
recasts derivatives team

By Mark Cobley

And Elizabeth Pfeuti

BUYERS OF U.K. companies
should start paying more atten-
tion to a government body that

could soon have more powers over
acquisitions: the U.K.’s pension regu-
lator.

The office received 43% fewer en-
quiries from companies involved in
merger and acquisition transactions
during its last financial year even
though takeover activity was rising
in the U.K. Lawyers said the decrease
might be related to a fear that the reg-
ulator will force them to contribute
to the pension funds of their targets.

The review isn’t compulsory, but
it removes the risk that the authority
will pursue companies months later—
sometimes after the acquisition is
complete—with accusations their
deal has short-changed pensioners
and demands for more cash. The reg-
ulator’s powers are slated to in-
crease further as the government
considers an overhaul that could
make it easier for the regulator to
bring cases.

The pensions authority is already
willing to flash its teeth. Recently

the private-equity group Duke
Street Capital had to go back to its in-
vestors for an extra £8 million ($14
million) which it was required to pay
into the pension fund of a home-im-
provement chain, Focus DIY Group.
It had sold the business on to Cer-
berus Capital Management LP in
2007, but had failed to seek clear-
ance first.

Earlier this year, the regulator
pulled up Pension Corp. over its pri-
vate-equity-style takeover of the tele-
communications group Telent,
which was aimed at gaining control

of its £3 billion pension fund. It said
Pension Corp.’s strategy was “highly
likely to give rise to serious conflicts
of interest” and appointed three inde-
pendent trustees to the scheme’s
board.

Sir Mark Weinberg, chairman of
Pension Corp., has since said that
with hindsight, his company should
have consulted with the regulator
first.

However, cases such as these
have fueled anger among the private-
equity industry. Simon Walker, chair-
man of the British Venture Capital As-
sociation, warned last week of a
growing perception that the author-
ity is “anti-business.”

Despite its demonstrated willing-
ness to act, the number of companies
making such enquiries of the regula-
tor has fallen steadily over the past
three years—during which period
there has been a marked upturn in
M&A activity.

In the financial year of March 31,
2005 to March 31, 2006, 1,105 enqui-
ries about clearance were made, and
in the same year 2,802 mergers-and-
acquisitions deals were announced.
In 2007-08 the regulator handled
just 494 calls, while the number of
M&A transactions rose to 3,230, ac-
cording to data providers Thomson
Financial.

The pension authority says that
the drop is thanks to private equity
and other takeover groups better un-
derstanding the necessary proce-

dures regarding company pension
plans in the U.K. It says it deals with
far fewer simple queries these days,
while those questions that do come
in are more complex and time-con-
suming.

However, some consultants and
advisers point out that there are
costs associated with a pensions-au-
thority request as well. “Acquiring
companies know that clearance ap-
plications usually have a price in
terms of extra funding for the pen-

sion scheme, and that is often why
many have chosen not to seek it,” Stu-
art Benson, a world-wide partner at
Mercer, said. “Until the proposals for
strengthening the Regulator’s pow-
ers were made earlier this year, peo-
ple were getting comfortable with
the rules and the risks involved and
getting more relaxed about how to in-
terpret them themselves. Since
these applications usually result in
more money for the scheme, that
means the Regulator, who wants to
improve funding levels in pension
schemes, is just doing his job.”

Earlier in the year, the govern-
ment said it would consult on propos-
als to increase the watchdog’s pow-
ers to pursue companies for pay-
ment.

Chief among the prospective
changes are an alteration to the bur-
den of proof—a company no longer

has to be shown to have intended to
financially harm a pension scheme,
it is enough that it has done so—and
a clause that gives the regulator pow-
ers to pursue parent companies, sub-
sidiaries and other related firms.

Actuaries in Lane Clark & Pea-
cock’s M&A advisory team warned
earlier this year that the increased
powers could lead to buyers being
discouraged from doing deals. They
said in a report in August: “The pro-
posed powers would allow the regu-

lator far greater latitude to act
against companies in a range of sce-
narios. Were the proposals to pass
into law intact, fears of Regulator ac-
tion may inhibit important corpo-
rate activity.”

A spokeswoman for the authority
said it doesn’t expect a big increase
in the volume of clearance enquiries
if the changes go through. However,
some advisers say acquirers will
need to consider the procedure
afresh.

Jonathan Dawson, an adviser at
the consultancy Penfida Partners,
which advises trustees on corporate-
finance issues, said he strongly ap-
proved of the clearance process. “It
has remained voluntary and oper-
ates in a very pragmatic way,” he
said. “It’s entirely sensible for compa-
nies to go through it to protect them-
selves against greater risk.”

www.efinancialnews.com

By Renèe Schultes

Deutsche Bank AG’s head of glo-
bal equity derivatives, Rich Carson,
has made a second round of manage-
ment changes to the group, four
months after he was named to the
post.

He has reshuffled several senior
managers as he moves to improve
the performance of the business,
which had been hit in the first half
of the year.

Nino Kjellman, joint European
head of global equity derivatives,
will relocate to Hong Kong, succeed-
ing Chiehmi Chan, who will be mov-
ing to London after three years in
Asia to become head of CEEMA equi-
ties, which includes cash and deriva-
tives. Mr. Kjellman will also become
head of risk in Asia.

Mr. Chan succeeds Roger Naylor,
who has been named as Mr. Kjell-
man’s replacement in Europe. Mr.
Naylor will work alongside joint
head in Europe Phil Lonergan.

A spokeswoman for Deutsche
Bank in London confirmed the
changes, which are the final pieces
of a management shake-up in the di-
vision initiated by Mr. Carson, who
was named to the global role in May.
Deutsche combined several busi-
ness units around that time, includ-

ing its synthetic- and complex-equi-
ties businesses, to form a global-eq-
uity derivatives division.

Revenue in the business has
fallen this year. Deutsche said a 41%
decline in equity sales and trading
revenue to Œ830 million ($1.18 bil-
lion) the second quarter, compared
to the same period a year before, pri-
marily reflected “lower revenues in
equity derivatives, due to lower cus-
tomer activity in structured prod-
ucts and persistent difficult condi-
tions in correlation trading.”

Separately, as many as 10 equity
derivatives front-office staff have
left the London business since last
summer. Several moved to Credit
Suisse, which spent last year grow-
ing its trader head count. Yan As-
soun, former head of single stocks
and correlation trading at Deutsche
was among the most senior to go.
He joined Credit Suisse as head of
European equity derivatives trad-
ing last November.

The regulator says it deals with far fewer
simple queries these days, while those
questions that do come in are more
complex and time-consuming.
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By Andy Pasztor

And Christopher Conkey

U.S. Federal aviation officials
showcased new procedures for con-
trolling the flow of air traffic into and
around airports, steps that are de-
signed to please environmental
groups and cost-conscious airlines.

With funding plans for long-term
navigation upgrades stalled in Con-
gress, the moves are meant to demon-
strate progress in improving the air-
traffic-control system. Such interim
efforts to save fuel and reduce emis-
sions are becoming increasingly im-
portant to carriers world-wide. Act-
ing Federal Aviation Administrator
Robert Sturgell on Friday showcased
the new procedures by highlighting a
demonstration flight operated by Air
New Zealand from Auckland to San
Francisco International Airport.
“From taxi to touchdown, it’s just flat-
out green,” he said.

Boeing Co. and U.S. aerospace sup-
pliers have been stepping up pressure
on the FAA to expand new techniques
for airport approaches, which often
don’t require major additional invest-
ments in onboard or ground equip-
ment. But they do require a different
mind-set by controllers and carriers.

Already in limited use in parts of
the U.S. and in high-traffic regions
over the Pacific and Atlantic Oceans,
the procedures include allowing long-
distance flights to climb more quickly
to cruise altitude, where aircraft con-
sume less fuel than flying through
lower, more dense air. At San Fran-

cisco, the FAA also highlighted new
patterns allowing planes to make
long, gradual descents toward an air-
port with engines set on or close to
idle power.

In addition to burning less fuel and
producing less pollution than normal
approaches which involve a succes-
sion of step-like descents, the new
routes could help alleviate nagging en-
vironmental concerns from busi-
nesses and residents around main big
airports. By some estimates, for exam-
ple, widespread use of so-called con-
tinuous descent approaches could re-
duce noise by 30% around Los Ange-
les International Airport.

The FAA is looking to expand the
new approaches to handle eventual
traffic growth at Chicago, Miami,
Tampa, Los Angeles and other cities.
On a typical Pacific widebody flight to
a West Coast destination, Air New
Zealand estimates the new landing
procedures—coupled with better in-
ternational coordination enroute—
could reduce total carbon-dioxide
emissions by several tons.

Tailoring approaches to specific
airplane models, weather and traffic
fluctuations, according to FAA and in-
dustry officials, could further reduce
fuel burn and increase airport effi-
ciency. The FAA is working with its
counterparts in Asia and Europe to de-
velop complementary solutions.

While the FAA struggles to fund its
Next Generation Air Transportation
System, or NextGen, the agency is co-
operating with regulators and airlines
to develop more-efficient traffic
flows over both oceans.

Conceived as a gradual upgrade of
surveillance and navigation capabili-
ties, NextGen is touted as the best way
to reduce delays and accommodate an
expected surge in the growth of air
travel. But the new system is at least
15 years from complete implementa-
tion. So the FAA is eager to start phas-
ing in some aspects of NextGen, with
certain regions serving as test beds
for later nationwide deployment.

“We’re encouraged by the
progress that’s being made,” said Vic-
toria Cox, the FAA’s senior vice presi-
dent for NextGen and Operations Plan-
ning, in testimony before the House
science committee Thursday.

The complex transition to Next-
Gen one expert on Thursday told law-
makers could cost the FAA and the avi-
ation industry as much as $100 bil-
lion.

Sacyr considers alternatives
for its 20% stake in Repsol

SAS reviewing options
Carrier is engaged
in talks on structure;
U.K.’s XL collapses

Italy scrambles to revive
Alitalia rescue talks

The Italian government has had to prop
up struggling Alitalia with state funds.

U.S. touts new air-traffic system

*Through July

Source: Transportation Department
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By David Pearson

The shakeout of Europe’s airline
industry gathered pace as a British
package-tour carrier halted opera-
tions and Scandinavian carrier SAS
AB said it is “evaluating various
structural possibilities” and that it
is in talks about a “possible solu-
tion.”

The collapse of XL Leisure
Group PLC on Friday left tens of
thousands of travelers stranded
across Europe, and followed on the
heels of the insolvency of Anglo-Ca-
nadian low-cost carrier Zoom Air-
lines. More than 30 airlines world-
wide have gone out of business this
year in the face of soaring fuel costs
and weak demand.

“XL is symptomatic of more prob-
lems to come,” said John Strickland
of JLS Consulting, who predicted
there will be falling passenger num-
bers, fewer flights available and less
choice and higher prices for custom-
ers in the future.

Separately, London-based K&S
Travel collapsed Saturday, accord-
ing to U.K. Civil Aviation Authority
press officer James Hotson. K&S
specialized in travel to Turkey.
About 400 people with reservations
will have their vacations canceled
and receive full refunds.

The International Air Transport
Association is projecting that the
world’s airlines will together lose
$5.2 billion this year, and a further
$4.1 billion next year as a result of

what spokesman Anthony Concil
calls the “perfect storm” of rising
fuel costs and falling demand.

Nick van den Brul, aviation ana-
lyst at Exane BNP, predicted that the
coming months will see more air-
lines falling by the wayside.

“It’s going to be a tricky winter
season, because even if the price of
oil goes below $100 a barrel, it still
puts extraordinary strains on cash
in a period when typically the air-
lines are cash-negative.”

That may encourage the airline
industry to consolidate, either be-
cause airlines go broke or are
bought by competitors.

“Consolidation is a trend that’s
just going to continue to accelerate.
And you have to assume that as we
go into the winter there will be
more, rather than less, bankrupt-

cies,” said Stephen Furlong, aero-
space analyst at Davy Stockbrokers
in Dublin.

“Clearly, there are too many air-
lines. That doesn’t mean there isn’t
room for other airlines, but it does
mean there’s going to be fewer of
them,” said Mr. Furlong.

Industry participants expect
that, in Europe, the airline industry
will continue to gravitate around Air
France-KLM, Deutsche Lufthansa
AG and British Airways PLC, which
have strong enough balance sheets
to carry them through this cyclical
downturn and to make acquisitions.

Among the low-cost carriers, Ry-
anair Holdings PLC and easyJet
PLC are seen riding out the storm,
while smaller start-ups are seen as
the most vulnerable.

Many carriers are in play, or ru-
mored to be. Lufthansa was re-
ported to be preparing a bid for SAS,
shares of which rose 15% to 55.25
Swedish kronor ($8.26), in Stock-
holm Friday. In its statement about
evaluating possible solutions, SAS
didn’t mention Lufthansa and
stressed that no decision had been
made on the company’s future.
Lufthansa declined to comment.

Meanwhile, Air France-KLM has
said it is interested in being a minor-
ity shareholder in Alitalia SpA,
whose investor group also is talking
to Lufthansa. At the same time,
Lufthansa, easyJet and Ryanair are
said to be preparing moves on the
Italian domestic market to be ready
if Alitalia’s rescue plan falls through.

Air France-KLM, Lufthansa, Brit-
ish Airways and Russia’s S7 all are
said to have expressed interest in
Austrian Airlines AG. And British
Airways is lining up to merge with
Spain’s Iberia Líneas Aéreas de Es-
paña SA.

By Stacy Meichtry

A rescue plan for Alitalia SpA
was hanging by a thread as the Ital-
ian government scrambled to resus-
citate talks between Italy’s unions
and a group of Italian investors that
are proposing to take over the state-
controlled airline.

Negotiationsoverjobcutsandcon-
tractchangesatthestrugglingcarrier
fell apart Friday after unions balked
at a government-backed plan to sell
parts ofAlitaliatoCia.AereaItaliana,
orCAI,anewcompanyformedbyItal-
ian entrepreneur Roberto Colaninno
and a group of investors.

CAI’s decision to formally pull
out of the talks spurred the Italian
government to make a last-ditch at-
tempt over the weekend to mediate
between the two sides.

As government officials met with
union leaders late Sunday night,
therewere subtlesigns that thenego-
tiations might be rekindled. A major
obstacle to reaching a deal has been
CAI’s demand that Alitalia’s nine
unions accept a single contract for
all Alitalia employees, a move aimed
at curtailing strikes by small but
powerful unions representing flight
crews and pilots.

However, by Sunday evening Ali-
talia’s pilots unions, which had pre-
viously bucked the negotiations,
were showing “greater openness”
to joining talks over a single con-
tract, according to a person familiar
with the discussions. CAI was also
weighing possible perks for pilots,
such as new titles, the person said.

Alitalia has been in a financial
tailspin for years, crippled by rising
fuel prices, an aging fleet and a
strike-prone staff, which has forced
successive governments to prop up
the carrier with state funds.

After more than a week of talks,
laced with warnings that the latest
rescue couldn’t proceed without
union backing, CAI said Friday that
“the conditions to continue negotia-
tions do not exist.” CAI accused the
unions of “not recognizing the dra-
matic nature of Alitalia’s situation

and of the need for the profound
break with the past that the rescue
plan calls for.”

CAI is proposing to cut between
5,000 and 7,000 jobs at the air-
line—a move that has generated
strong protests from the carrier’s
staff.

Prime Minister Silvio Berlus-
coni, who was elected on a pledge to
save the carrier from a meltdown, re-
wrote Italy’s bankruptcy laws last
month, paving the way for Alitalia
to file for bankruptcy and receive
protection from creditors.

The insolvent airline, which has
between Œ30 million and Œ50 mil-
lion ($43 million to $71 million) in
cash on hand, is burning through
Œ1 million to Œ2 million a day.

Augusto Fantozzi, Alitalia’s gov-
ernment-appointed bankruptcy
commissioner, told union officials
some flights may not take off Mon-
day because of difficulties in guaran-
teeing fuel supplies, Alitalia said fol-
lowing a meeting Saturday.
 —Liam Moloney

contributed to this article.

By Bernd Radowitz

And Santiago Perez

MADRID—Heavily indebted
Spanish construction company Sa-
cyr-Vallehermoso SA said it is con-
sidering various options for its 20%
stake in oil company Repsol YPF SA,
including a sale.

Sacyr, which has been hit hard by
the slowdown in the Spanish hous-
ing market, said in a filing with regu-
lators that it is considering alterna-
tives for its Repsol stake, as well as
other assets.

The company purchased its
stake in the Spanish-Argentine oil
company in 2006 for about Œ6.55 bil-
lion ($9.3 billion at today’s ex-
change rate), seeking to diversify
out of Spain’s slowing real-estate
market. However, Repsol shares
have fallen since then—they are
down nearly 17% this year—and the
stake currently has a market value
of Œ4.9 billion.

“All assets are subject to valua-
tion,” said a Sacyr spokesman, de-
clining to provide details. The com-

pany has sold some properties re-
cently to cut down its debt load and
was also forced to cancel a share of-
fering in toll-road unit Itinere amid
waning investor interest.

Repsol officials declined to com-
ment on the possibility that Sacyr
might sell its stake.

Sacyr shares jumped 9.7% to
Œ13.56 Friday, while Repsol stock
was up 5.6% at Œ20.14. Sacyr’s share
price has fallen by half this year
amid investor concerns about the
company’s ability to service its
debt, which now totals Œ18.26 bil-
lion. The company’s market value is
much lower, about Œ3.82 billion.

The construction company used
Repsol shares as collateral for a
Œ5.17 billion syndicated loan to fi-
nance the stake acquisition. It also
agreed to provide additional collat-
eral if Repsol shares were to fall be-
low certain loan-to-value ratios. In
January, Sacyr provided 21.2% of
rental-property unit Testa Inmue-
bles en Renta SA as additional collat-
eral.  —Christopher Bjork

contributed to this article.
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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.

2.70% 12 World -a % % 241.50 1.62% –18.4% 4.59% 14 U.S. Select Dividend -b % % 765.52 1.49% –14.5%

2.71% 12 Stoxx Global 1800 223.40 –0.22% –19.9% 236.50 1.58% –18.1% 3.98% 15 Infrastructure 1549.00 0.45% –15.0% 2093.33 2.27% –13.1%

3.43% 11 Stoxx 600 280.40 1.72% –23.7% 296.85 3.56% –22.1% 1.72% 12 Luxury 898.30 –0.68% –23.0% 1079.53 1.12% –21.3%

3.52% 11 Stoxx Large 200 302.30 1.79% –23.4% 318.26 3.63% –21.7% 1.65% 11 BRIC 50 380.00 –0.44% –17.3% 513.46 1.36% –15.4%

2.87% 13 Stoxx Mid 200 251.00 1.47% –24.7% 264.26 3.31% –23.0% 8.98% 5 Africa 50 923.60 0.28% –11.1% 830.95 2.09% –9.2%

3.17% 11 Stoxx Small 200 156.80 1.22% –26.5% 165.04 3.06% –24.9% 7.13% 10 GCC 40 895.90 –1.63% –3.8% 806.00 0.15% –1.7%

3.41% 10 Euro Stoxx 309.20 1.63% –23.7% 327.36 3.47% –22.0% 3.15% 11 Sustainability 910.10 0.39% –21.3% 1089.15 2.20% –19.6%

3.51% 10 Euro Stoxx Large 200 331.20 1.69% –24.0% 348.45 3.53% –22.3% 2.19% 13 Islamic Market -a % % 2005.27 1.92% –13.9%

2.88% 13 Euro Stoxx Mid 200 284.60 1.55% –21.3% 299.26 3.39% –19.6% 2.51% 12 Islamic Market 100 1794.70 –0.21% –15.7% 2177.08 1.60% –13.9%

3.02% 12 Euro Stoxx Small 200 170.20 0.82% –24.5% 178.88 2.64% –22.9% 6.04% 7 Islamic Turkey -c 2365.00 –0.61% –19.0% % %

7.99% 7 Stoxx Select Dividend 30 1746.40 0.77% –44.3% 2118.43 2.59% –43.1% 2.14% 14 Wilshire 5000 % % 12764.88 0.39% –14.5%

5.40% 7 Euro Stoxx Select Div 30 2152.90 1.56% –34.1% 2621.66 3.40% –32.7% % DJ-AIG Commodity 170.70 –0.23% –0.2% 175.76 1.57% 2.0%

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

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

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

Australia 1.2238 2.1861 1.0813 0.1821 0.0479 0.2133 0.0114 0.3400 1.7350 0.2327 1.1513 ...

 Canada 1.0629 1.8988 0.9391 0.1582 0.0416 0.1853 0.0099 0.2953 1.5069 0.2021 ... 0.8685

 Denmark 5.2587 9.3941 4.6463 0.7827 0.2056 0.9165 0.0490 1.4609 7.4555 ... 4.9475 4.2971

 Euro 0.7053 1.2600 0.6232 0.1050 0.0276 0.1229 0.0066 0.1959 ... 0.1341 0.6636 0.5764

 Israel 3.5997 6.4305 3.1805 0.5358 0.1408 0.6274 0.0335 ... 5.1035 0.6845 3.3867 2.9415

 Japan 107.3050 191.6897 94.8092 15.9716 4.1961 18.7024 ... 29.8094 152.1317 20.4052 100.9549 87.6843

 Norway 5.7375 10.2495 5.0694 0.8540 0.2244 ... 0.0535 1.5939 8.1343 1.0910 5.3980 4.6884

 Russia 25.5725 45.6826 22.5945 3.8063 ... 4.4571 0.2383 7.1041 36.2553 4.8629 24.0591 20.8965

 Sweden 6.7185 12.0019 5.9361 ... 0.2627 1.1710 0.0626 1.8664 9.5252 1.2776 6.3209 5.4900

 Switzerland 1.1318 2.0218 ... 0.1685 0.0443 0.1973 0.0105 0.3144 1.6046 0.2152 1.0648 0.9249

 U.K. 0.5598 ... 0.4946 0.0833 0.0219 0.0976 0.0052 0.1555 0.7936 0.1064 0.5267 0.4574

 U.S. ... 1.7864 0.8835 0.1488 0.0391 0.1743 0.0093 0.2778 1.4178 0.1902 0.9408 0.8171

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 563.25 30.00 5.63% 799.25 258.50
Soybeans (cents/bu.) CBOT 1202.00 26.00 2.21 1,636.75 622.00
Wheat (cents/bu.) CBOT 719.25 –7.00 –0.96% 1,284.25 430.00
Live cattle (cents/lb.) CME 103.775 0.525 0.51 115.325 96.900
Cocoa ($/ton) ICE-US 2,560 20 0.79 3,273 1,845
Coffee (cents/lb.) ICE-US 139.20 0.75 0.54 178.90 123.40
Sugar (cents/lb.) ICE-US 14.06 0.45 3.31 15.85 9.89
Cotton (cents/lb.) ICE-US 64.52 0.66 1.03 98.45 59.20
Crude palm oil (ringgit/ton) MDEX 2,380.00 71 3.07 4,200 1,965
Cocoa (pounds/ton) LIFFE 1,482 –23 –1.53 1,706 979
Robusta coffee ($/ton) LIFFE 2,178 3 0.14 2,747 1,711

Copper (cents/lb.) COMEX 319.40 7.15 2.29 404.50 220.00
Gold ($/troy oz.) COMEX 764.50 19.00 2.55 1,048.00 437.00
Silver (cents/troy oz.) COMEX 1079.50 24.00 2.27 2,155.00 601.00
Aluminum ($/ton) LME 2,631.00 26.00 1.00 3,340.00 2,375.00
Tin ($/ton) LME 19,150.00 160.00 0.84 25,450 14,545
Copper ($/ton) LME 7,055.00 190.00 2.77 8,811.00 6,335.00
Lead ($/ton) LME 1,895.00 77.00 4.24 3,875.00 1,564.00
Zinc ($/ton) LME 1,824.00 91.00 5.25 3,169.50 1,638.00
Nickel ($/ton) LME 18,950 430 2.32 34,050 17,600

Crude oil ($/bbl.) NYMEX 101.25 0.32 0.32 148.47 57.75
Heating oil ($/gal.) NYMEX 2.9391 0.0236 0.81 4.2264 1.9625
RBOB gasoline ($/gal.) NYMEX 2.7696 0.0208 0.76 3.5432 1.9800
Natural gas ($/mmBtu) NYMEX 7.366 0.118 1.63 13.800 4.605
Brent crude ($/bbl.) ICE-EU 99.38 0.06 0.06 149.60 68.44
Gas oil ($/ton) ICE-EU 939.75 11.00 1.18 1,354.00 686.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Sept. 12
Per In

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

Argentina peso-a 4.3674 0.2290 3.0805 0.3246

Brazil real 2.5307 0.3952 1.7850 0.5602
Canada dollar 1.5069 0.6636 1.0629 0.9408

1-mo. forward 1.5077 0.6632 1.0635 0.9403
3-mos. forward 1.5094 0.6625 1.0647 0.9393
6-mos. forward 1.5113 0.6617 1.0660 0.9381

Chile peso 746.87 0.001339 526.80 0.001898
Colombia peso 2903.69 0.0003444 2048.10 0.0004883
Ecuador US dollar-f 1.4178 0.7053 1 1
Mexico peso-a 15.0222 0.0666 10.5958 0.0944
Peru sol 4.1987 0.2382 2.9615 0.3377
Uruguay peso-e 28.922 0.0346 20.400 0.0490
U.S. dollar 1.4178 0.7053 1 1
Venezuela bolivar 3044.33 0.000328 2147.30 0.000466

ASIA-PACIFIC
Australia dollar 1.7350 0.5764 1.2238 0.8172
China yuan 9.7045 0.1030 6.8450 0.1461
Hong Kong dollar 11.0551 0.0905 7.7977 0.1282
India rupee 64.827 0.0154 45.725 0.0219
Indonesia rupiah 13369 0.0000748 9430 0.0001061
Japan yen 152.13 0.006573 107.31 0.009319

1-mo. forward 151.89 0.006584 107.13 0.009334
3-mos. forward 151.38 0.006606 106.78 0.009365
6-mos. forward 150.56 0.006642 106.20 0.009416

Malaysia ringgit-c 4.8948 0.2043 3.4525 0.2896
New Zealand dollar 2.1340 0.4686 1.5052 0.6644
Pakistan rupee 108.118 0.0092 76.260 0.0131
Philippines peso 66.244 0.0151 46.725 0.0214
Singapore dollar 2.0251 0.4938 1.4284 0.7001
South Korea won 1574.06 0.0006353 1110.25 0.0009007
Taiwan dollar 45.318 0.02207 31.965 0.03128
Thailand baht 49.160 0.02034 34.675 0.02884

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

Euro zone euro 1 1 0.7053 1.4178
1-mo. forward 1.0016 0.9984 0.7065 1.4154
3-mos. forward 1.0050 0.9950 0.7089 1.4107
6-mos. forward 1.0099 0.9902 0.7123 1.4039

Czech Rep. koruna-b 24.204 0.0413 17.072 0.0586
Denmark krone 7.4555 0.1341 5.2587 0.1902
Hungary forint 238.69 0.004190 168.36 0.005940
Malta lira 0.4153 2.4078 0.2929 3.4137
Norway krone 8.1343 0.1229 5.7375 0.1743
Poland zloty 3.3421 0.2992 2.3573 0.4242
Russia ruble-d 36.255 0.02758 25.572 0.03910
Slovak Rep. koruna 30.2264 0.03308 21.3200 0.04690
Sweden krona 9.5252 0.1050 6.7185 0.1488
Switzerland franc 1.6046 0.6232 1.1318 0.8835

1-mo. forward 1.6042 0.6234 1.1315 0.8838
3-mos. forward 1.6033 0.6237 1.1309 0.8842
6-mos. forward 1.6016 0.6244 1.1297 0.8852

Turkey lira 1.7580 0.5688 1.2400 0.8065
U.K. pound 0.7936 1.2600 0.5598 1.7864

1-mo. forward 0.7954 1.2572 0.5611 1.7823
3-mos. forward 0.7990 1.2516 0.5636 1.7744
6-mos. forward 0.8037 1.2442 0.5669 1.7640

MIDDLE EAST/AFRICA
Bahrain dinar 0.5345 1.8709 0.3770 2.6524
Egypt pound-a 7.6743 0.1303 5.4130 0.1847
Israel shekel 5.1035 0.1959 3.5997 0.2778
Jordan dinar 1.0027 0.9973 0.7073 1.4139
Kuwait dinar 0.3793 2.6367 0.2675 3.7382
Lebanon pound 2130.17 0.0004694 1502.50 0.0006656
Saudi Arabia riyal 5.3169 0.1881 3.7503 0.2666
South Africa rand 11.4249 0.0875 8.0585 0.1241
United Arab dirham 5.2073 0.1920 3.6730 0.2723
SDR -f 0.9199 1.0870 0.6489 1.5411

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 600 280.41 4.75 1.72% –23.1% –23.7%

 11 DJ Stoxx 50 2858.68 51.14 1.82 –22.4% –23.2%

 10 Euro Zone DJ Euro Stoxx 309.23 4.96 1.63 –25.5% –23.7%

 10 DJ Euro Stoxx 50 3278.02 55.92 1.74 –25.5% –22.3%

 10 Austria ATX 3321.20 65.65 2.02 –26.4% –25.8%

 10 Belgium Bel-20 3080.60 59.54 1.97 –25.4% –27.7%

 12 Czech Republic PX 1290.8 –1.4 –0.11% –28.9% –26.7%

 13 Denmark OMX Copenhagen 365.86 7.30 2.04 –18.5% –21.1%

 10 Finland OMX Helsinki 7800.92 166.69 2.18 –32.7% –32.3%

 10 France CAC-40 4332.66 83.59 1.97 –22.8% –21.8%

 11 Germany DAX 6234.89 55.99 0.91 –22.7% –16.8%

 … Hungary BUX 19632.66 116.46 0.60 –25.2% –27.1%

 3 Ireland ISEQ 4345.00 35.25 0.82 –37.3% –44.4%

 9 Italy S&P/MIB 28372 430 1.54 –26.4% –27.4%

 6 Netherlands AEX 399.57 7.01 1.79 –22.5% –24.4%

 8 Norway All-Shares 431.24 12.74 3.04 –24.3% –22.8%

 17 Poland WIG 39121.03 82.07 0.21 –29.7% –34.9%

 11 Portugal PSI 20 8356.23 114.13 1.38 –35.8% –31.0%

 … Russia RTSI 1341.75 43.67 3.36% –41.4% –31.0%

 10 Spain IBEX 35 11412.0 275.5 2.47 –24.8% –17.7%

 15 Sweden OMX Stockholm 270.74 5.37 2.02 –23.1% –28.9%

 13 Switzerland SMI 7215.50 144.25 2.04 –15.0% –17.7%

 … Turkey ISE National 100 37033.87 –354.26 –0.95% –33.3% –26.8%

 10 U.K. FTSE 100 5416.7 98.3 1.85 –16.1% –13.9%

 12 ASIA-PACIFIC DJ Asia-Pacific 119.90 1.58 1.34 –24.2% –22.9%

 … Australia SPX/ASX 200 4903.8 89.5 1.86 –22.7% –22.2%

 … China CBN 600 16557.36 38.16 0.23 –60.0% –60.2%

 12 Hong Kong Hang Seng 19352.90 –35.82 –0.18 –30.4% –22.3%

 15 India Sensex 14000.81 –323.48 –2.26 –31.0% –10.3%

 … Japan Nikkei Stock Average 12214.76 112.26 0.93 –20.2% –24.3%

 … Singapore Straits Times 2570.67 29.52 1.16 –25.8% –25.9%

 11 South Korea Kospi 1477.92 34.68 2.40 –22.1% –21.0%

 13 AMERICAS DJ Americas 323.52 2.20 0.68 –14.2% –13.9%

 … Brazil Bovespa 52392.86 1122.46 2.19 –18.0% –4.2%

 13 Mexico IPC 25588.41 35.92 0.14 –13.4% –15.0%

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

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Sep. 12, 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* 314.86 –0.32%–21.9% –19.6%

2.90% 14 World (Developed Markets) 1,263.08 –0.09%–20.5% –19.1%

2.60% 15 World ex-EMU 147.69 0.21%–18.4% –17.9%

2.70% 14 World ex-UK 1,259.62 0.03%–19.6% –18.1%

3.70% 11 EAFE 1,657.62 –1.69%–26.4% –24.2%

2.70% 12 Emerging Markets (EM) 839.81 –2.23%–32.6% –22.7%

4.20% 10 EUROPE 96.27 –0.58%–24.5% –26.6%

4.30% 10 EMU 195.18 –1.67%–30.2% –24.9%

4.00% 11 Europe ex-UK 105.08 –0.73%–24.6% –25.5%

5.70% 8 Europe Value 110.36 –0.94%–27.2% –31.2%

2.70% 14 Europe Growth 81.71 –0.22%–21.8% –22.0%

3.30% 12 Europe Small Cap 162.76 –0.94%–24.4% –33.2%

2.40% 9 EM Europe 302.11 –2.35%–37.2% –28.2%

4.50% 10 UK 1,579.55 –0.93%–17.8% –16.4%

3.60% 12 Nordic Countries 146.95 –0.98%–28.7% –31.7%

1.60% 8 Russia 831.22 –2.65%–44.7% –30.4%

3.30% 14 South Africa 640.98 –0.26%–10.1% –8.3%

3.50% 13 AC ASIA PACIFIC EX-JAPAN 348.04 –3.36%–34.3% –26.6%

1.90% 15 Japan 732.83 –2.48%–22.0% –28.2%

2.30% 15 China 49.71 –4.51%–41.8% –33.1%

1.10% 17 India 571.66 –2.16%–33.1% –7.3%

2.20% 10 Korea 397.87 –1.56%–23.0% –21.3%

5.30% 12 Taiwan 241.46 –3.16%–27.7% –30.5%

2.10% 18 US BROAD MARKET 1,371.65 1.20%–14.0% –14.4%

1.50% 35 US Small Cap 1,829.46 0.35% –7.8% –11.0%

2.50% 12 EM LATIN AMERICA 3,420.56 1.32%–22.3% –7.1%

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

GLOBAL MARKETS LINEUP

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

Stock Symbol in millions Latest Points Percentage

AT&T T 21.70 $31.54 –0.02 –0.06%
Alcoa AA 12.90 28.67 1.05 3.80%
AmExpress AXP 12.30 38.95 0.19 0.49%
AmIntlGp AIG 307.40 12.14 –5.41 –30.83%
BankAm BAC 75.70 33.74 0.68 2.06%
Boeing BA 4.60 63.30 0.73 1.17%
Caterpillar CAT 6.50 65.46 0.65 1.00%
Chevron CVX 11.90 84.24 1.44 1.74%
Citigroup C 105.00 17.96 –0.65 –3.49%
CocaCola KO 8.50 54.50 0.35 0.65%
Disney DIS 10.30 33.26 0.32 0.97%
DuPont DD 7.00 46.39 0.95 2.09%
ExxonMobil XOM 25.70 77.50 1.94 2.57%
GenElec GE 151.10 26.75 –1.41 –5.01%
GenMotor GM 51.50 13.01 0.26 2.04%
HewlettPk HPQ 15.90 46.97 –0.22 –0.47%
HomeDpt HD 24.40 28.80 –0.70 –2.37%
Intel INTC 58.30 20.16 –0.03 –0.15%
IBM IBM 6.20 118.97 –0.23 –0.19%
JPMorgChas JPM 49.30 41.17 –0.48 –1.15%
JohnsJohns JNJ 14.10 70.59 –0.57 –0.80%
McDonalds MCD 8.40 64.06 –0.50 –0.77%
Merck MRK 10.10 33.82 –0.17 –0.50%
Microsoft MSFT 72.40 27.62 0.28 1.02%
Pfizer PFE 40.10 18.62 0.23 1.25%
ProctGamb PG 10.50 73.15 0.07 0.10%
3M MMM 5.30 70.15 0.21 0.30%
UnitedTech UTX 5.40 64.46 0.53 0.83%
Verizon VZ 13.90 34.49 –0.24 –0.69%
WalMart WMT 17.90 62.41 –0.76 –1.20%

Dow Jones Industrial AverageP/E: nil
LAST: 11421.99 t 11.72, or 0.10%

YEAR TO DATE: t 1,842.83, or 13.9%

OVER 52 WEEKS t 2,020.53, or 15.0%

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

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

Citi $73 5.3% 52% 9% 36% 3%

Credit Suisse 60 4.4% 66% …% 27% 6%

Merrill Lynch 55 4.0% 61% 7% 32% …%

UBS 54 4.0% 64% 6% 30% …%

Morgan Stanley 53 3.8% 87% 4% 9% …%

Goldman Sachs 51 3.7% 53% 2% 45% …%

Bank of China Ltd 50 3.6% 13% 13% 3% 70%

BNP Paribas 41 3.0% 43% 8% 28% 20%

China International Capital Corp 41 3.0% 27% 29% 44% …%

Source: Dealogic

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

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

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

ITV 298 –5 –27 –34 Bradford & Bingley 453 15 27 53

Rank Gp 561 –3 –19 8 Kabel Deutschland 543 15 9 –17

Heineken 113 –1 4 15 Fresenius 349 15 24 –2

Deutsche Bahn 53 –1 –1 4 Glencore Intl 242 16 51 63

Rep Iceland 273 –1 11 1 Xstrata 185 16 23 34

Robert Bosch 62 –1 –4 –3 Allied Irish Bks 227 17 55 97

Kdom Belgium 21 ... 1 1 Stora Enso  365 17 –10 –18

Rep Austria 12 ... 1 1 ThyssenKrupp  169 17 29 45

Imperial Chem Inds 21 ... ... 5 Metso Corp 152 19 17 42

Essent 39 ... ... 1 Gov & Co Bk Irlnd 272 23 56 94

Source: Markit Group

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

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

Anglo Amer U.K. General Mining $60.0 25.02 8.41% –13.5% 58.8%

Rio Tinto U.K. General Mining 85.9 44.90 7.98 21.1 108.9

BHP Billiton U.K. General Mining 60.8 15.09 7.40 1.5 72.8

ArcelorMittal Luxembourg Iron & Steel 94.7 46.09 5.07 –6.2 ...

GDF Suez France Multiutilities 114.1 36.72 4.80 6.9 ...

Deutsche Bk Germany Banks $43.5 57.90 –2.53% –35.7 –23.8

HBOS U.K. Banks 26.4 2.82 –1.66 –67.2 –66.7

GlaxoSmithKline U.K. Pharmaceuticals 129.0 12.36 –1.44 –6.7 –9.3

Astrazeneca U.K. Pharmaceuticals 66.5 25.56 –0.39 7.6 –2.6

Assicurazioni Gen Italy Full Line Insurance 45.3 22.65 –0.22 –24.1 –4.9

...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

Barclays 49.9 3.51 3.55% –39.6% –36.1%
U.K. (Banks)
ENI 118.7 20.90 3.47 –17.5 –15.3
Italy (Integrated Oil & Gas)
L.M. Ericsson Tel B 31.6 71.70 3.31 –45.4 –47.3
Sweden (Telecom Equipment)
Credit Suisse Grp 54.5 52.60 3.14 –31.2 –8.3
Switzerland (Banks)
E.ON 103.6 36.51 2.73 –13.0 42.5
Germany (Multiutilities)
UBS 60.9 23.52 2.71 –57.0 –51.2
Switzerland (Banks)
Banco Bilbao Viz 61.7 11.62 2.56 –27.1 –16.8
Spain (Banks)
BT Grp 26.7 1.78 2.54 –43.8 –20.8
U.K. (Fixed Line Telecom)
Telefonica S.A. 117.9 17.43 2.53 –7.1 30.3
Spain (Fixed Line Telecom)
Banca Intesa 65.6 3.91 2.36 –26.1 –1.1
Italy (Banks)
Nestle S.A. 175.8 50.65 2.36 –3.4 37.7
Switzerland (Food Products)
Royal Bk of Scot 69.1 2.40 2.35 –47.5 –47.6
U.K. (Banks)
BNP Paribas S.A. 82.9 64.54 2.31 –12.5 7.9
France (Banks)
Lloyds TSB Grp 29.2 2.90 2.30 –44.3 –38.2
U.K. (Banks)
Nokia 78.8 14.63 2.24 –39.9 8.5
Finland (Telecom Equipment)
Total S.A. 155.5 45.71 2.15 –18.8 –15.7
France (Integrated Oil & Gas)
Novartis 144.2 61.75 2.15 –4.6 –1.8
Switzerland (Pharmaceuticals)
ING Groep 67.6 21.43 2.07 –28.5 –10.8
Netherlands (Life Insurance)
Vodafone Grp 142.4 1.37 2.05 –19.0 –11.2
U.K. (Mobile Telecom)
Royal Dutch Shll 111.7 22.20 1.98 –24.6 –17.4
U.K. (Integrated Oil & Gas)

Banco Santander 100.5 11.34 1.98% –11.2% 9.5%
Spain (Banks)
Deutsche Telekom 71.5 11.57 1.85 –15.4 –24.7
Germany (Mobile Telecom)
Soc. Generale 53.7 65.01 1.75 –38.8 –23.2
France (Banks)
France Telecom 72.7 19.63 1.60 –13.0 –18.9
France (Fixed Line Telecom)
BP 188.9 5.10 1.59 –10.7 –22.0
U.K. (Integrated Oil & Gas)
Siemens 90.0 69.46 1.58 –20.6 8.7
Germany (Electronic Equipment)
Sanofi-Aventis S.A. 94.2 50.55 1.28 –17.8 –23.5
France (Pharmaceuticals)
AXA S.A. 65.1 22.25 1.25 –22.5 1.7
France (Full Line Insurance)
Roche Hldg Part. Cert. 118.4 190.80 1.22 –8.1 4.6
Switzerland (Pharmaceuticals)
BASF 50.7 37.81 1.07 –18.7 25.2
Germany (Commodity Chemicals)
SAP 65.9 37.29 0.87 –9.9 4.0
Germany (Software)
Fortis 28.4 9.11 0.77 –57.6 –54.1
Netherlands (Banks)
Unilever 50.4 20.73 0.75 –8.3 6.7
Netherlands (Food Products)
UniCredit 70.8 3.75 0.74 –35.6 –20.7
Italy (Banks)
Daimler 55.6 40.65 0.61 –37.7 –3.2
Germany (Automobiles)
Diageo 52.7 10.42 0.48 –0.4 27.9
U.K. (Distillers & Vintners)
HSBC Hldgs 189.3 8.83 ... –0.5 –1.3
U.K. (Banks)
Koninklijke Philips Elec 33.0 21.49 –0.02 –29.5 –3.9
Netherlands (Consumer Electronics)
Tesco 52.5 3.74 –0.03 –14.1 15.1
U.K. (Food Retailers & Wholesalers)
Allianz SE 70.9 110.65 –0.21 –26.0 3.4
Germany (Full Line Insurance)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Convertible Arbitrage -2.05% -2.39% -5.6% -10.5% -10.0%
Merger Arbitrage -0.99% -0.52% -1.4% 0.3% 1.8%
Event Driven -1.04% -2.54% -6.0% -4.3% -4.3%
Distressed Securities -0.57% -1.09% -4.8% -8.4% -10.3%
Equity Market Neutral -0.63% -1.11% -4.0% -3.7% -2.1%
Equity Long/Short -1.39% -2.45% -7.6% -6.1% 0.9%

*Estimates as of 09/11/08, 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 1.05 102.50% 0.02% 1.32 0.64 0.93

Eur. High Volatility: 9/1 2.09 102.04 0.03 2.10 1.23 1.74

Europe Crossover: 9/1 5.55 103.35 0.07 5.96 4.00 5.07

Asia ex-Japan IG: 9/1 1.68 103.41 0.03 2.10 0.85 1.38

Japan: 9/1 1.37 103.70 0.02 1.61 0.65 1.13

 Note: Data as of September 11

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

In percentage points
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Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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King lifts its Alpharma bid,
will take it to shareholders

By Nicholas Casey

MGA Entertainment Inc. is pre-
pared to seek a settlement with ri-
val Mattel Inc. in order to resolve an
intellectual-property dispute over
the Bratz doll franchise, MGA’s chief
executive said.

“It’s in the interest of MGA em-
ployees and Mattel shareholders
that we reach a settlement on the is-
sue,” MGA Chief Executive Isaac Lar-
ian said in an interview. “I prefer to
move on and compete” in the toy
market.

A U.S. federal jury in Riverside,
Calif., last month found MGA liable
for as much as $100 million
to compensate Mattel for
lost revenue from the Bratz
doll. Mattel says the doll
was designed by one of its
employees and secretly
transferred to MGA.

Before the trial, Mr. Lar-
ian had indicated that he
wouldn’t settle with Mattel
under any terms. Mr. Lar-
ian in another lawsuit ac-
cuses Mattel of infringing
on MGA’s toys.

Mr. Larian said in an interview
Thursday afternoon that he would

consider an agreement that would
give Mattel a still-to-be-determined

portion of royalties earned
from the first generation of
Bratz dolls. The line went
on the market in 2001. The
brand is expected to gener-
ate $350 million in revenue
this year.

Mr. Larian earlier Thurs-
day had suggested that he
would be willing to enter-
tain a settlement in which
MGA shared a portion of fu-
ture Bratz royalties. But Mr.
Larian later said his com-

pany wasn’t willing to discuss shar-
ing future revenue in a settlement,

just revenue from the earlier sales.
After the jury’s verdict in the

Bratz case, which fell short of the $1
billion Mattel had sought, Mr. Lar-
ian declared victory. He says he is
pursuing a settlement because he is
eager to halt mounting litigation
costs, which have already reached
about $70 million. “I’m open to all
different options,” he said. But he
said a full transfer of Bratz rights to
Mattel or a joint venture with the
company would be “unreasonable.”

Mattel said Thursday that it “has
been open to good faith settlement
discussions, and we are continuing
to participate in this process as di-
rected by the court.”

MGA to seek Bratz deal
Toymaker is liable
for a hefty payout
after Mattel lawsuit

Pelosi sets integrity plan
for U.S. minerals agency

African platinum firms in talks

Sinosteel wins Australian iron miner

By Mike Barris

King Pharmaceuticals Inc. in-
creased by 12% its bid for fellow U.S.
drug maker and reluctant takeover
target Alpharma Inc. and is taking
the $1.6 billion offer directly to
shareholders.

The company warned it could
start a proxy battle if the latest offer
is rejected, moving to replace Alp-
harma’s board with its own nomi-
nees. The $37-a-share offer, up from
$33, represents a 67% premium to
the closing price of Alpharma
shares Aug. 4, the date of King’s ini-
tial proposal.

Alpharma urged its shareholders
to take no action in response to
King’s revised bid, adding it will
make a recommendation within 10
business days of the tender offer’s
launch.

Alpharma said it has begun ex-
ploring alternatives,which could in-
clude a sale of the company to King
or another party, in light of the re-
vised offer and “expressions of inter-
est” from other parties.

“King communicated its revised
proposal to Alpharma last week,
and we invited them to enter into a
process designed to ensure Alp-
harma shareholders receive full and
fair value for their investment in
our company,” Alpharma Chief Exec-
utive Dean Mitchell said. “We con-
tinue to welcome and encourage
King’s participation in that pro-
cess.”

Late last month, King made pub-
lic Alpharma’s rejection of its $33-a-
share, or $1.43 billion offer. Alp-
harma had said the offer was too
low. King said it was open to negoti-
ating and confident a deal would be
worked out.

“We have determined it is neces-
sary to take our enhanced offer di-
rectly to Alpharma stockholders in
order to deliver significant value to
them as expeditiously as possible,”
said King Chairman and Chief Execu-
tive Brian A. Markison. “We are com-
mitted to completing this transac-
tion and remain willing to work co-
operatively with Alpharma.”

The Bratz line of dolls went on the market in 2001. The brand is expected to
produce $350 million in revenue this year.

Isaac Larian

Mazda, Mitsubishi to raise prices

CORPORATE NEWS

By Robb M. Stewart

JOHANNESBURG—Impala Plati-
num Holdings Ltd., the world’s sec-
ond-largest producer of the metal,
said it is in talks with two smaller
South African companies about a
deal that would create a “platinum
champion.”

The Johannesburg-based com-
pany, known as Implats, said it is in
talks with Mvelaphanda Resources
Ltd. and Northam Platinum Ltd.
about a potential combination.

Implats has a market capitaliza-
tion of about $16 billion. The com-
bined value of the two smaller com-
panies is more than $3.5 billion.

Northam and Mvela, majority
owner of Northam, said separately
that they have been approached by
“interested parties” that may make
an offer to buy the pair.

Mvela spokesman James Well-
sted said the companies were trad-
ing under a so-called cautionary
statement to the Johannesburg se-
curities exchange and were unable
to give further details on the talks.

A spokesman for Implats wasn’t
available for comment.

Implats stock jumped 5.2% Fri-
day to close at 204.02 rand ($25.35),
against a modest rise in the wider
Johannesburg market. Mvela
shares rose 28% to 49.95 rand, giv-
ing it a market value of roughly $1.3
billion, while Northam climbed 19%
to 54.03 rand, for a market value of
$2.4 billion.

The announcement could herald
the latest step in the consolidation
of the platinum industry, which has
focused on smaller companies.

Still, bigger companies have been
takeover targets too. The world’s
No. 3 platinum producer, Lonmin
PLC, last month rejected a hostile £5
billion ($8.97 billion) bid from Swit-
zerland-based Xstrata PLC.

For Implats, the deal would
mean access to South Africa’s Booy-
sendal project, a prime platinum de-
posit with 103.4 million ounces of
platinum-group metals and gold.

Northam took control of Booy-
sendal from Anglo Platinum Ltd.,
the world’s biggest producer of the

metal, earlier this year as part of a
wider deal. As part of that transac-
tion, Mvela bought Angloplat’s
stake in Northam to bring its inter-
est in the smaller miner to almost
63% from 22%.

“Without knowing the details,
this is probably a good move for all
of them,” said Peter Major, a fund
manager with Cadiz Specialised As-
set Management in Cape Town. Mr.
Major said Implats would get its
hands on a good prospective mine
with Booysendal, while Mvela,
which lacks the financing to develop
the huge project, would be “off the
hook” in terms of having to fund its
development.

Northam makes up roughly 88%
of Mvela’s net asset value. Mvela
also owns a 15% deferred interest in
the South African assets of Gold
Fields Ltd. and a nearly 21% stake in
diamond producer Trans Hex Group
Ltd. Implats produced 1.91 million
ounces of platinum from operations
in South Africa and Zimbabwe, the
two primary sources of the metal
globally, in the year ended June 30.
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By Stephen Power

WASHINGTON—House Demo-
crats said they will demand tougher
rules against unethical conduct at
the Interior Department bureau that
manages the nation’s offshore oil
and gas reserves, a day after reports
of ethical failures at the agency.

House Speaker Nancy Pelosi (D.,
Calif.) said proposed energy legisla-
tion, which would expand offshore
drilling, subject to certain condi-
tions, would include “a very strong
integrity piece” to deter future mis-
conduct at the Minerals Manage-
ment Service.

In reports issued Wednesday,
the Interior Department’s inspector
general, Earl Devaney, detailed accu-
sations that Minerals Management
Service employees had engaged in
sexual relationships with energy-in-
dustry representatives and ac-
cepted gifts from them, along with
other misconduct, including drug
use. The agency’s responsibilities in-
clude drawing up leases for drilling
in offshore waters and assessing
and collecting royalties from oil and
gas companies.

Ms. Pelosi, speaking to reporters
at a news conference, didn’t elaborate
on the provision. A vote on the legisla-
tion is expected early this week.

Separately, Democratic Rep.
Jackie Speier of California said she
would seek to include what she de-
scribed as “an integrity clause” in
the energy legislation “barring or se-

verely restricting” companies from
bidding on new oil and gas leases if
they are refusing to cooperate with
government investigations.

In a written statement, Rep.
Speier noted that Mr. Devaney, in a
memorandum summarizing his find-
ings, had expressed frustration with
what he characterized as “the ulti-
mate refusal of one major oil com-
pany—Chevron—to cooperate with
our investigation.”

In a written statement Thursday,
Chevron Corp., of San Ramon, Calif.,
said that it “fully participated in”
the inspector general’s investiga-
tion, and provided more than 13,000
pages of “detailed reports, includ-
ing the expense records and emails”
of some current and former Chev-
ron employees. The company said it
also took steps to facilitate inter-
views that the government had re-
quested with a small number of
Chevron employees, but those em-
ployees “chose to exercise their indi-
vidual rights in refusing to be inter-
viewed by investigators.”

The reports by Mr. Devaney de-
scribed a “culture of ethical failure”
at the Minerals Management Ser-
vice. In response to those findings,
the Interior Department announced
late Thursday that the Minerals
Management Service “will begin tak-
ing appropriate disciplinary ac-
tions” against individuals who en-
gaged in misconduct, and the MMS
also might implement a random
drug-testing program.

By Yoshio Takahashi

TOKYO—Mazda Motor Corp.
and Mitsubishi Motors Corp. said
they will raise the prices of some of
their vehicles in Japan, despite slug-
gish domestic sales.

Mazda will raise the prices on
four commercial models by 2.8% to
3% beginning Oct. 1, citing costs of
raw materials. Mitsubishi will in-

crease prices by 2.9%, on average,
for three commercial vehicles that
Mazda produces for the company.
Toyota Motor Corp. and Nissan Mo-
tor Co. have also raised prices.

Japanese car makers raised
prices in some overseas markets
this year as higher prices of steel
and other raw materials needed to
build cars are squeezing their profit-
ability.

By Alex Wilson

And Jenny Strasburg

Sinosteel Corp. on Friday ap-
peared to have sealed its full takeover
of Australian iron-ore company Mid-
west Corp., securing the acceptances
of two large stakeholders.

Sinosteel gained total control
when former Midwest director David
Law accepted its takeover offer for
his holding of about 13.1%, a person fa-
miliar with the situation said. That
gave Sinosteel more than 83% of the
shares outstanding.

All eyes then turned to New York
investor Harbinger Capital Partners,
which retains a 15.2% stake. That
stake is crucial to Sinosteel getting be-
yond the 90% mark, which would al-
low the Chinese group to compulso-
rily acquire the remaining shares.

Harbinger executives early in the
day hadn’t decided what to do, but by
late Friday a decision had been
reached to accept the offer, according
to a person familiar with the situa-
tion. Sinosteel’s offer is set to end
Monday.

Previously, another major share-

holder, Murchison Metals Ltd., had
agreed to tender. Murchison itself
had launched a failed proposal for a
merger with rival Midwest. Harbin-
ger originally had favored a Murchi-
son-Midwest deal over a Sinosteel-
Midwest deal.

Mr. Law, who resigned as a direc-
tor of Midwest on Wednesday, ac-
cepted the Chinese group’s offer of
6.38 Australian dollars ($5.11) a share
for his 13.1%, according to the person
familiar with the situation. Prior to
Mr. Law’s acceptance, Sinosteel had a
holding of 70.2% in Midwest.
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Parex Russian Eq EE EQ LVA 09/11 USD 19.18 –39.6 –24.6 1.0
Parex Ukrainian Eq EU EQ LVA 09/11 EUR 5.35 –47.9 NS NS

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 09/12 USD 152.71 –35.3 –29.9 2.7
PF (LUX)-Asian Eq-Pca AS EQ LUX 09/12 USD 146.94 –35.8 –30.6 1.8
PF (LUX)-Biotech-Pca OT EQ LUX 09/11 USD 353.02 6.1 5.3 19.4
PF (LUX)-CHF Liq-Pca CH MM LUX 09/11 CHF 123.87 1.5 2.2 2.0
PF (LUX)-CHF Liq-Pdi CH MM LUX 09/11 CHF 95.61 1.5 2.2 2.0
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 09/11 EUR 166.40 –25.2 –25.8 –6.3
PF (LUX)-Digital Comm-Pca OT EQ LUX 09/11 USD 99.08 –27.5 –20.2 1.4
PF (LUX)-East Eu-Pca EU EQ LUX 09/11 EUR 310.16 –39.7 –29.5 –7.6
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 09/12 USD 143.40 –37.9 –27.6 2.3
PF (LUX)-Emg Mkts-Pca GL EQ LUX 09/12 USD 469.11 –36.1 –26.4 1.7
PF (LUX)-Eu Indx-Pca EU EQ LUX 09/11 EUR 106.16 –22.2 –22.9 –6.1
PF (LUX)-EUR Bds-Pca EU BD LUX 09/11 EUR 363.82 0.7 –0.5 –0.5
PF (LUX)-EUR Bds-Pdi EU BD LUX 09/11 EUR 285.71 0.7 –0.5 –0.5
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 09/11 EUR 130.24 –0.7 –1.1 –0.8
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 09/11 EUR 94.95 –0.7 –1.1 –0.8
PF (LUX)-EUR HiYld-Pca EU BD LUX 09/11 EUR 133.61 –6.7 –6.6 –3.6
PF (LUX)-EUR HiYld-Pdi EU BD LUX 09/11 EUR 86.41 –6.7 –6.6 –3.6
PF (LUX)-EUR Liq-Pca EU MM LUX 09/11 EUR 133.56 2.8 3.9 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 09/11 EUR 99.77 2.8 3.9 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 09/11 EUR 443.42 –27.3 –29.4 –9.0
PF (LUX)-EuSust Eq-Pca EU EQ LUX 09/11 EUR 140.75 –23.6 –27.4 –10.1
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 09/11 USD 202.41 0.9 5.5 5.9
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 09/11 USD 144.32 0.9 5.5 5.9
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 09/11 USD 19.07 –21.6 –20.5 –4.4
PF (LUX)-Gr China-Pca AS EQ LUX 09/12 USD 282.92 –33.9 –27.5 11.1
PF (LUX)-Indian Eq-Pca EA EQ LUX 09/12 USD 295.92 –44.2 –23.1 7.8
PF (LUX)-Jap Index-Pca JP EQ LUX 09/12 JPY 11303.85 –20.4 –22.5 –12.3
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 09/12 JPY 10549.61 –21.3 –26.9 –16.6
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 09/12 JPY 10317.07 –21.6 –27.3 –17.1
PF (LUX)-JpEq130/30-Pca JP EQ LUX 09/12 JPY 5546.92 –19.5 –22.2 –16.9
PF (LUX)-Pacif Idx-Pca AS EQ LUX 09/12 USD 231.71 –27.4 –20.7 6.7
PF (LUX)-Piclife-Pca CH BA LUX 09/11 CHF 789.34 –7.1 –8.5 –2.0
PF (LUX)-PremBrnds-Pca OT EQ LUX 09/11 EUR 63.35 –17.6 –21.4 –5.3
PF (LUX)-Rus Eq-Pca EE EQ LUX 09/10 USD 59.07 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 09/11 USD 92.02 –17.5 –18.6 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 09/11 EUR 481.42 –22.0 –27.3 –5.0
PF (LUX)-US Eq-Ica US EQ LUX 09/11 USD 114.79 –10.8 –8.3 2.7
PF (LUX)-USA Index-Pca US EQ LUX 09/11 USD 99.61 –14.1 –14.0 –0.7
PF (LUX)-USD Bds-Pca US BD LUX 09/11 USD 491.16 4.1 6.8 6.0
PF (LUX)-USD Bds-Pdi US BD LUX 09/11 USD 371.09 4.1 6.8 6.0
PF (LUX)-USD Liq-Pca US MM LUX 09/11 USD 129.60 2.0 3.3 4.1
PF (LUX)-USD Liq-Pdi US MM LUX 09/11 USD 87.36 2.0 3.3 4.1
PF (LUX)-Water-Pca GL EQ LUX 09/11 EUR 132.94 –14.9 –13.8 –0.2
PF (LUX)-WldGovBds-Pca GL BD LUX 09/11 USD 148.61 1.0 4.9 5.4
PF (LUX)-WldGovBds-Pdi GL BD LUX 09/11 USD 125.76 1.0 4.9 5.4
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 09/11 USD 75.67 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 09/11 USD 11.49 –20.6 –19.8 –4.1
Japan Fund USD JP EQ IRL 09/12 USD 14.63 –13.1 –15.3 –8.8

n Hemisphere Management (Ireland) Limited
Columbus USD A GL EQ CYM 08/29 USD 91.52 –9.3 –6.8 NS
Discovery USD A OT OT CYM 08/29 USD 115.27 3.3 15.0 9.3
Elbrus USD A GL EQ CYM 08/29 USD 12.17 –25.7 –10.6 12.4
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 08/29 USD 100.13 –16.6 –10.7 –1.9
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 08/29 USD 13.89 1.9 2.4 16.3
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 09/10 USD 91.52 NS –13.9 5.3

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 09/11 EUR 766.60 –22.1 NS NS
Core Eurozone Eq B EU EQ IRL 09/11 EUR 877.83 NS NS NS
Euro Fixed Income A EU BD IRL 09/11 EUR 1206.99 –3.4 –5.0 –2.9
Euro Fixed Income B EU BD IRL 09/11 EUR 1278.49 –3.0 –4.4 –2.3
Euro Small Cap A EU EQ IRL 09/11 EUR 1315.85 –25.3 –33.0 –12.9
Euro Small Cap B EU EQ IRL 09/11 EUR 1398.54 –25.0 –32.6 –12.4
Eurozone Agg Eq A EU EQ IRL 09/11 EUR 702.39 –26.7 –27.4 NS
Eurozone Agg Eq B EU EQ IRL 09/11 EUR 1001.72 –26.3 –27.0 –8.0
Glbl Bd (EuroHdg) A GL BD IRL 09/11 EUR 1288.43 –0.4 –0.3 0.4
Glbl Bd (EuroHdg) B GL BD IRL 09/11 EUR 1355.69 0.0 0.3 1.0
Glbl Bd A EU BD IRL 09/11 EUR 1037.30 2.9 –0.5 –1.8
Glbl Bd B EU BD IRL 09/11 EUR 1095.85 3.3 0.1 –1.2
Glbl Real Estate A OT EQ IRL 09/11 USD 1068.29 –16.0 –18.8 –5.7
Glbl Real Estate B OT EQ IRL 09/11 USD 1092.86 –15.6 –18.4 –5.1
Glbl Real Estate EH-A OT EQ IRL 09/11 EUR 1010.31 –13.9 –18.4 –7.5
Glbl Real Estate SH-B OT EQ IRL 09/11 GBP 95.87 –12.7 –16.7 –5.6
Glbl Strategic Yield A EU BD IRL 09/11 EUR 1459.74 –2.3 –1.5 1.2
Glbl Strategic Yield B EU BD IRL 09/11 EUR 1549.89 –1.9 –0.9 1.8
Japan Equity A JP EQ IRL 09/11 JPY 14144.00 –23.9 –27.8 –16.0
Japan Equity B JP EQ IRL 09/11 JPY 14958.00 –23.6 –27.3 –15.5
Multi St Cash Plus EH-A GL EQ IRL 09/11 EUR 1030.72 1.9 NS NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 09/11 USD 1808.96 –31.6 –25.5 1.6
PacBasn (Ex-Jap) Eq B AS EQ IRL 09/11 USD 1915.18 –31.4 –25.0 2.2
Pan European Eq A EU EQ IRL 09/11 EUR 1025.66 –24.6 –26.4 –8.9
Pan European Eq B EU EQ IRL 09/11 EUR 1086.15 –24.2 –25.9 –8.3
US Equity A US EQ IRL 09/11 USD 976.33 –15.8 –13.6 0.5
US Equity B US EQ IRL 09/11 USD 1037.29 –15.5 –13.1 1.1
US Small Cap A US EQ IRL 09/11 USD 1481.22 –13.8 –14.0 0.5
US Small Cap B US EQ IRL 09/11 USD 1574.54 –13.4 –13.5 1.1

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 09/12 SEK 85.97 –26.3 –28.6 –11.3
Choice Japan Fd JP EQ LUX 09/12 JPY 61.95 –21.6 –25.1 –16.5
Choice Jpn Chance/Risk JP EQ LUX 09/12 JPY 65.62 –26.7 –28.0 –14.6
Choice NthAmChance/Risk US EQ LUX 09/12 USD 4.43 –15.3 –10.7 –0.4
Europe 2 Fd EU EQ LUX 09/12 EUR 1.05 –27.8 –29.4 –10.1
Europe 3 Fd EU EQ LUX 09/12 GBP 3.66 –22.2 –17.7 –2.5
Global Chance/Risk Fd GL EQ LUX 09/11 EUR 0.65 –17.7 –21.7 –8.7
Global Fd GL EQ LUX 09/12 USD 2.35 –20.3 –19.2 –2.7
Intl Mixed Fd -C- NO BA LUX 09/12 USD 28.23 –15.2 –13.1 –0.1
Intl Mixed Fd -D- NO BA LUX 09/12 USD 19.92 –15.2 –13.1 1.2
Wireless Fd OT EQ LUX 09/12 EUR 0.14 –27.9 –29.1 –6.2

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 09/12 USD 6.12 –32.6 –27.6 0.4
Currency Alpha EUR -IC- OT OT LUX 09/12 EUR 10.69 4.6 4.1 NS
Currency Alpha EUR -RC- OT OT LUX 09/12 EUR 10.64 4.2 3.6 NS
Currency Alpha SEK -ID- OT OT LUX 09/12 SEK 103.59 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 09/12 SEK 101.34 NS NS NS
Generation Fd 80 OT OT LUX 09/12 SEK 8.06 –14.7 NS NS
Nordic Focus EUR NO EQ LUX 09/12 EUR 78.04 –21.1 NS NS
Nordic Focus NOK NO EQ LUX 09/12 NOK 78.91 NS NS NS
Nordic Focus SEK NO EQ LUX 09/12 SEK 79.13 –20.5 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 09/12 USD 1.10 –32.3 –27.0 2.0
Choice North America Eq. Fd US EQ LUX 09/12 USD 1.98 –18.6 –16.5 –3.7
Ethical Global Fd GL EQ LUX 09/12 USD 0.86 –21.7 –21.5 –4.7
Ethical Sweden Fd NO EQ LUX 09/12 SEK 36.79 –17.4 –21.8 –3.2
Europe Fd EU EQ LUX 09/12 USD 2.46 –30.7 –28.1 3.1
Global Equity Fd GL EQ LUX 09/12 USD 1.51 –19.9 –18.9 –1.4
Index Linked Bd Fd SEK OT BD LUX 09/12 SEK 12.86 3.0 4.6 3.5
Medical Fd OT EQ LUX 09/12 USD 3.46 –10.1 –6.2 –1.0
Short Medium Bd Fd SEK NO MM LUX 09/12 SEK 9.12 2.7 3.7 3.2
Technology Fd OT EQ LUX 09/12 USD 2.22 –22.1 –18.6 –1.0
World Fd GL EQ LUX 09/12 USD 2.21 –17.6 –16.5 4.6

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 09/12 EUR 1.27 1.9 2.6 2.6
Short Bond Fd SEK NO MM LUX 09/12 SEK 21.56 2.8 3.8 3.2
Short Bond Fd USD US MM LUX 09/12 USD 2.48 1.2 2.6 3.5

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 09/12 SEK 10.38 1.6 2.0 1.9
Alpha Bond Fd SEK -B- NO BD LUX 09/12 SEK 9.31 1.6 2.0 1.9
Alpha Bond Fd SEK -C- NO BD LUX 09/12 SEK 26.01 1.5 1.9 1.7
Alpha Bond Fd SEK -D- NO BD LUX 09/12 SEK 8.66 1.5 1.9 1.7
Alpha Short Bd SEK -A- NO MM LUX 09/12 SEK 10.81 2.9 4.0 3.3
Alpha Short Bd SEK -B- NO MM LUX 09/12 SEK 10.14 2.9 4.0 3.3
Alpha Short Bd SEK -C- NO MM LUX 09/12 SEK 21.16 2.8 3.9 3.2
Alpha Short Bd SEK -D- NO MM LUX 09/12 SEK 8.80 2.8 3.9 3.2
Bond Fd EUR -C- EU BD LUX 09/12 EUR 1.24 2.1 1.9 1.3
Bond Fd EUR -D- EU BD LUX 09/12 EUR 0.50 2.1 1.9 1.3
Bond Fd SEK -C- NO BD LUX 09/12 SEK 38.68 2.4 2.9 2.2
Bond Fd SEK -D- NO BD LUX 09/12 SEK 11.60 1.2 1.7 1.6
Corp. Bond Fd EUR -C- EU BD LUX 09/12 EUR 1.16 –1.1 –1.9 –0.9
Corp. Bond Fd EUR -D- EU BD LUX 09/11 EUR 0.91 –0.8 –1.9 –1.1
Corp. Bond Fd SEK -C- NO BD LUX 09/12 SEK 12.02 –0.4 –0.7 0.2
Corp. Bond Fd SEK -D- NO BD LUX 09/12 SEK 9.44 –0.2 –0.5 0.2
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 09/12 EUR 99.09 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 09/12 EUR 98.96 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 09/12 SEK 101.99 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 09/12 SEK 942.24 NS NS NS
Flexible Bond Fd -C- NO BD LUX 09/12 SEK 20.23 2.5 3.4 2.9
Flexible Bond Fd -D- NO BD LUX 09/12 SEK 11.45 2.5 3.4 2.9

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 09/12 SEK 96.15 –9.5 –7.6 –3.4
Global Hedge I SEK -D- OT OT LUX 09/12 SEK 87.87 –12.1 –10.3 –4.8

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 09/12 USD 2.25 –32.6 –20.3 7.8

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 09/12 SEK 22.45 –32.8 –36.9 –7.5
Europe Chance/Risk Fd EU EQ LUX 09/12 EUR 1201.84 –29.3 –30.7 –11.1

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 09/11 USD 17.75 –46.3 –40.6 9.1
Eq. Pacific A AS EQ LUX 09/11 USD 8.79 –36.6 –28.4 4.3

n SGAM Fund
Bonds CHF A CH BD LUX 09/11 CHF 26.69 2.3 1.3 0.0
Bonds ConvEurope A EU BD LUX 09/11 EUR 30.60 5.3 9.5 9.5
Bonds Eur Corp A EU BD LUX 09/11 EUR 21.53 –1.9 –3.1 –1.2
Bonds Eur Hi Yld A EU BD LUX 09/11 EUR 19.22 –9.3 –9.5 –4.4
Bonds EURO A EU BD LUX 09/11 EUR 37.52 1.6 1.3 1.0
Bonds Europe A EU BD LUX 09/11 EUR 36.31 1.5 0.6 0.8
Bonds US MtgBkSec A US BD LUX 09/11 USD 22.78 –9.7 –9.0 –1.6
Bonds US OppsCoreplus A US BD LUX 09/11 USD 32.13 2.1 4.4 4.9
Bonds World A GL BD LUX 09/10 USD 37.55 1.0 5.4 6.7
Eq. ConcentratedEuropeA EU EQ LUX 09/11 EUR 29.96 –25.8 –24.7 –10.6
Eq. Eastern Europe A EU EQ LUX 09/11 EUR 27.22 –38.2 –30.9 –7.6
Eq. Equities Global Energy OT EQ LUX 09/11 USD 20.73 –17.7 –4.0 9.6
Eq. Euroland A EU EQ LUX 09/11 EUR 12.49 –27.7 –25.8 –9.6
Eq. Euroland MidCapA EU EQ LUX 09/11 EUR 21.74 –25.0 –29.2 –11.0
Eq. EurolandCyclclsA EU EQ LUX 09/11 EUR 19.04 –24.9 –20.7 –2.1
Eq. EurolandFinancialA OT EQ LUX 09/11 EUR 13.60 –27.0 –26.7 –15.8
Eq. Glbl Emg Cty A GL EQ LUX 09/11 USD 8.70 –35.6 –25.4 1.6
Eq. Global A GL EQ LUX 09/11 USD 28.64 –25.2 –23.7 –7.3
Eq. Global Technol A OT EQ LUX 09/11 USD 5.59 –21.2 –25.3 –6.9
Eq. Gold Mines A OT EQ LUX 09/11 USD 17.93 –40.2 –29.8 –12.9
Eq. Japan A JP EQ LUX 09/11 JPY 976.44 –26.3 –28.1 –17.8
Eq. Japan Sm Cap A JP EQ LUX 09/11 JPY 1115.08 –34.6 –34.4 –34.8
Eq. Japan Target A JP EQ LUX 09/11 JPY 1785.98 –11.8 –19.2 –12.3
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 09/11 GBP 12.73 –25.4 –26.6 –11.8
Eq. US ConcenCore A US EQ LUX 09/11 USD 22.37 –16.7 –11.0 –0.8
Eq. US Lg Cap Gr A US EQ LUX 09/11 USD 17.03 –15.4 –9.1 –0.5
Eq. US Mid Cap A US EQ LUX 09/11 USD 30.25 –22.7 –15.6 3.1
Eq. US Multi Strg A US EQ LUX 09/11 USD 24.38 –15.3 –13.2 –3.1
Eq. US Rel Val A US EQ LUX 09/11 USD 24.08 –15.9 –19.0 –6.9
Eq. US Sm Cap Val A US EQ LUX 09/11 USD 22.12 –11.4 –17.2 –5.8
Eq. US Value Opp A US EQ LUX 09/11 USD 20.96 –17.8 –21.3 –10.6
Money Market EURO A EU MM LUX 09/11 EUR 26.79 3.0 4.4 3.9
Money Market USD A US MM LUX 09/11 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 09/12 EEK 173.38 –35.3 –41.5 –16.0
New Europe Small Cap EUR EE EQ EST 09/12 EEK 92.38 –33.7 –39.2 –13.2
Second Wave EUR EE EQ EST 09/12 EEK 196.80 –28.4 –30.7 0.8

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 09/12 JPY 11394.00 –32.0 –37.6 –23.6
YMR-N Japan Fund JP EQ IRL 09/12 JPY 12992.00 –25.3 –31.9 –17.2
YMR-N Low Price Fund JP EQ IRL 09/12 JPY 16648.00 –27.1 –31.4 –20.2
YMR-N Small Cap Fund JP EQ IRL 09/12 JPY 7968.00 –35.7 –41.8 –28.0
Yuki Mizuho Gen Jpn III JP EQ IRL 09/12 JPY 6387.00 –31.2 –34.2 NS
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 09/12 JPY 6751.00 –30.5 –35.7 –21.9
Yuki Mizuho Jpn Exc 100 JP EQ IRL 09/12 JPY 8933.00 –28.7 –32.7 –19.5
Yuki Mizuho Jpn Gen JP EQ IRL 09/12 JPY 11006.00 –28.4 –35.5 –17.9
Yuki Mizuho Jpn Gro JP EQ IRL 09/12 JPY 8073.00 –34.6 –39.2 –23.1
Yuki Mizuho Jpn Inc JP EQ IRL 09/12 JPY 10619.00 –19.0 –27.0 –12.3
Yuki Mizuho Jpn Lg Cap AS EQ IRL 09/12 JPY 6864.00 –27.2 –31.7 NS
Yuki Mizuho Jpn LowP JP EQ IRL 09/12 JPY 13691.00 –24.4 –25.2 –17.1
Yuki Mizuho Jpn PGth JP EQ IRL 09/12 JPY 10761.00 –34.4 –37.1 –20.6
Yuki Mizuho Jpn SmCp JP EQ IRL 09/12 JPY 7956.00 –37.2 –41.3 –25.3
Yuki Mizuho Jpn Val Sel AS EQ IRL 09/12 JPY 6962.00 –25.9 –31.4 –17.4
Yuki Mizuho Jpn YoungCo AS EQ IRL 09/12 JPY 3418.00 –40.2 –45.1 –39.6

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 09/12 JPY 6276.00 –29.1 –32.5 –17.6
Yuki 77 General JP EQ IRL 09/12 JPY 8303.00 –27.7 –32.8 –17.1
Yuki 77 Growth JP EQ IRL 09/12 JPY 8517.00 –30.6 –36.0 –21.7

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 09/12 JPY 8615.00 –26.0 –33.6 –19.0
Yuki Chugoku Jpn Gro JP EQ IRL 09/12 JPY 6978.00 –30.8 –32.8 –17.5
Yuki Chugoku Jpn Inc JP EQ IRL 09/12 JPY 7204.00 –17.1 –22.7 –11.9
Yuki Chugoku JpnLowP JP EQ IRL 09/12 JPY 9927.00 –23.8 –26.3 –14.9
Yuki Chugoku JpnPurGth JP EQ IRL 09/12 JPY 6252.00 –28.6 –34.3 –19.8

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 09/12 JPY 9390.00 –27.0 –33.3 –18.1

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 09/12 JPY 6416.00 –27.2 –31.8 –16.1
Yuki Hokuyo Jpn Gro JP EQ IRL 09/12 JPY 5411.00 –32.7 –37.8 –22.9
Yuki Hokuyo Jpn Inc JP EQ IRL 09/12 JPY 7093.00 –15.9 –22.4 –12.9

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 09/12 JPY 6762.00 –30.3 –35.7 –19.2
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 09/12 JPY 6286.00 –29.6 –33.7 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 09/12 JPY 7073.00 –26.1 –35.8 –17.7

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 09/10 USD 1028.47 –2.9 1.2 NS

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

Cambrian Asia Ltd. AS EQ VGB 09/10 JPY 7264.00 –25.6 NS NS

Cambrian Europe Ltd. EU EQ VGB 09/10 EUR 86.04 –17.8 NS NS

Cambrian Fund Ltd. A US EQ VGB 09/10 USD 696.30 –19.3 NS NS

Cambrian Fund Ltd. B US EQ VGB 09/10 USD 169.87 –19.3 NS NS

Rodinia Fund Ltd US EQ VGB 09/10 USD 128.55 –10.8 –9.4 NS

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 09/05 USD 508.80 –38.8 –33.7 –23.7

Antanta MidCap Fund EE EQ AND 09/05 USD 1130.49 –37.6 –28.1 –1.8

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 09/09 USD 53.03 11.4 41.6 22.3
Superfund GCT USD* GL EQ LUX 09/09 USD 2699.00 11.3 30.1 16.0
Superfund Gold A (SPC) GL OT CYM 09/09 USD 820.82 –6.6 25.4 17.5
Superfund Gold B (SPC) GL OT CYM 09/09 USD 844.83 –9.8 26.9 21.1
Superfund Q-AG* OT OT AUT 09/09 EUR 7022.00 8.6 20.6 14.0

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

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 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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Chinese babies sickened
by tainted milk powder

Japan iPhone sales slow
High price of device,
tough competition
are impeding growth

A worker removes tins of Sanlu milk powder from shelves at a supermarket in
Changsha city, Hunan province.

CORPORATE NEWS

A
FP

By Loretta Chao

BEIJING—China’s government
sought to respond to troubling ques-
tions about its food-safety system
as new details emerged about
tainted baby formula that officials
say has sickened more than 400 in-
fants. The scope of China’s latest
product-quality scandal has wid-
ened since it gained national atten-
tion last week. Officials said over
the weekend that they have now
learned of 432 babies who fell ill
with kidney problems after ingest-
ing milk powder tainted with the in-
dustrial chemical melamine.

The government said Sunday it
is dispatching inspectors to exam-
ine milk-production facilities
across the country. At a news con-
ference a day earlier, Gao Qiang,
head of China’s Ministry of Health,
said officials now suspect that
melamine might have been added
to milk by dealers before it reached
Shijiazhuang Sanlu Group Co.,
whose milk powder the govern-
ment has tied to the illnesses. Mr.
Gao, who is the health ministry’s
Communist Party secretary, said
dealers might have been diluting
the milk with water to increase the
volume, then adding melamine, a ni-
trogen-rich chemical used to make
plastics and fertilizers, to fool tests
for protein, which measure nitro-
gen levels.

The case is spotlighting not only
continued flaws in food production
in China, but also persistent holes
in the government’s ability to de-
tect and respond to problems in a
timely manor. Officials say they
have detained 19 people and are
questioning 78 others in a sweeping
investigation announced Thursday—
more than a month after officials
say Sanlu first discovered that its
milk powder was tainted with
melamine, and several months after
initial signs of problems emerged.

Complaints surfaced as early as
March that infants were getting
sick as a result of ingesting milk
powder from Sanlu, a major Chi-
nese milk-powder producer that is
43%-owned by Fonterra Co-opera-
tive Group Ltd. of New Zealand. Mr.
Gao, the health official, said the
company investigated the matter
and began quietly recalling some of
its product but didn’t immediately
inform the government.

Then in June, a consumer com-
plained to China’s General Adminis-
tration of Quality Supervision, In-
spection and Quarantine but gave
no detailed information, so the
agency didn’t investigate the mat-
ter. Sanlu discovered melamine in
its milk in early August, but provin-

cial authorities didn’t learn of it un-
til Sept. 8, Mr. Gao said. The govern-
ment announced that Sanlu was re-
calling the remainder of its milk
powder on Thursday.

Mr. Gao said that experts will be
dispatched to treat sick infants, who
live in several provinces around
China, and that the Chinese govern-
ment will pay for the infants’ care.

State-run media say Sanlu has al-
ready withdrawn more than 8,000
tons of its milk powder and is now
trying to pull an additional 700
tons off store shelves. Sanlu offi-
cials haven’t responded to requests
for comment since the govern-
ment’s announcement Thursday. In
a statement Sunday, Fonterra said
it learned of the melamine contami-
nation in August and called for a
public recall of the affected prod-
uct. “We have continued to push for
this all along,” the statement said.
Officials say the tainted milk pow-
der was exported to only one over-
seas market, Taiwan, where a ship-
ment of 25 tons was received in
June. The milk powder in Taiwan
has been used to make adult prod-
ucts like instant coffee, milk tea
and baked goods, and no illnesses
have been reported there. As of Sun-
day, Taiwan’s Department of
Health said it had traced 70% of the
imported powder.

The recall by Sanlu could be one
of China’s biggest since the govern-
ment began putting in place mecha-
nisms for food-product recalls last
year after a series of other product-
safety scandals. While govern-
ments and companies in many de-
veloped countries have long had
systems in place to regulate and en-
force product liability, China first is-
sued such rules—for recalling
faulty automobiles—in 2004. Con-
sumers who are hurt by defective
or contaminated products also
have little recourse against compa-
nies that don’t comply with safety
regulations. Sanlu was China’s sev-
enth-largest milk formula brand by
revenue as of last year, with 6.2% of
the market, according to market re-
searcher Euromonitor Interna-
tional.

China’s health ministry said
Thursday it is inspecting baby-for-
mula supplies across the country
and that the government has dis-
patched inspectors to Sanlu’s facto-
ries to determine what went
wrong. It isn’t clear if all the af-
fected babies consumed formula
made by Sanlu.
 —Gao Sen and Kersten Zhang

in Beijing, Ting-I Tsai
in Taipei and

Marc Champion in Brussels
contributed to this article.

By Yukari Iwatani Kane

Two months after its launch, the
latest version of Apple Inc.’s iPhone
is showing strong sales around the
world—except in Japan.

Apple’s partnership with Japan’s
third-largest mobile operator, Soft-
bank Corp., to sell the iPhone 3G cer-
tainly created a buzz. Like else-
where, Japanese consumers lined
up at stores in advance of the
phone’s release on July 11, and many
locations sold out almost immedi-
ately. But now analysts estimate
that demand in Japan has fallen to a
third of what it was initially and ana-
lysts are now expecting fewer
iPhone sales. There is no supply
shortage: The device is readily avail-
able in Apple and Softbank stores
and other outlets. Major electronics
retailer Yodobashi Camera’s megas-
tore in the western city of Osaka, for
example, recently had more than
100 of them stacked up in open view.

A spokesman for Softbank,
which has 19.5 million wireless sub-
scribers, said the iPhone continues
to be popular, but declined to pro-
vide details. A spokesman for Apple
Japan declined to comment. Sales
have been slowed by the iPhone’s rel-
atively high price and the fact that
Japan is already home to some of

the world’s most advanced cell-
phones. The iPhone’s limited suc-
cess so far shows how tough it con-
tinues to be for foreign manufactur-
ers to crack the Japanese cellphone
market.

More than 10 domestic handset
manufacturers compete for a slice
of Japan’s cellphone market, one of
the world’s largest with annual
sales of 50 million phones. Nokia
Corp., the industry leader in global
shipments, has less than 1% share in
Japan. Instead, Sharp Corp. leads
the Japanese market, with about
25% of shipments. The global mar-
ket is more than one billion phones.

Still, expectations had been high
that if anyone could break into such
an insular market, Apple would
with the iPhone 3G because of its
strong brand name and popularity
of its iPod players and Macintosh
computers. The original iPhone
wasn’t sold in Japan.

According to market-research
firm MM Research Institute, Apple
sold about 200,000 phones in Japan
in the first two months. Since then,
however, demand has been falling
steadily, and analysts now widely be-
lieve sales are unlikely to reach a to-
tal of 500,000 units. That is half the
one million units that they previ-
ously thought Apple could sell. One
big challenge is that Japanese users
already have access to some of the
most advanced mobile-phone tech-
nologies in the world. Models cur-
rently sold by Japanese cellphone
makers typically contain a high-end
color display, digital TV-viewing ca-

pability, satellite navigation ser-
vice, music player and digital cam-
era. Many models also include chips
that let owners use their phones as
debit cards or train passes. Noriko
Tanaka, a 34-year-old Softbank cus-
tomer in Tokyo, said she likes the
iPhone’s touch screen, but would
prefer a phone with digital televi-
sion capability.

Another challenge for Softbank
is that Apple’s marketing for the
new iPhone has touted the devices
compatibility with 3G wireless net-
works, which give users faster ac-
cess to the Internet. While this is a
relatively new service in the U.S., 3G
access has been a standard feature
on Japanese phones for years.

“The iPhone is a difficult phone
to use for the Japanese market be-
cause there are so many features it
doesn’t have,” says Eimei Yokota, an
analyst with MM Research. He said
one small but must-have feature
that is often cited as a deficiency in
the iPhone is the lack of “emoji,” clip
art that can be inserted in sentences
to jazz up emails. Japanese consum-
ers have also shied away from the
phone because of its high price.
Through a complex discount equa-
tion, Softbank makes a 16-gigabyte
phone available for about 58,560
yen, or around $540, for current
Softbank customers or 34,560 yen,
or around $320, for new customers,
both prices require a two-year con-
tract. That compares with a U.S.
price of $299 with AT&T Inc. under
similar conditions. —Miho Inada

contributed to this article.
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By Dan Molinski

A successful outcome to the ne-
gotiations over the fate of U.S. in-
vestment bank Lehman Brothers
Holdings Inc. could help put to rest
the dollar’s two-month rally
against the euro.

Tuesday’s Federal Reserve pol-
icy meeting could also add to the

greenback’s down-
trend if central
bankers indicate
that an October
rate cut is possible,

given the still-struggling U.S. econ-
omy and the fragile state of the na-
tion’s financial sector.

The dollar has risen like a me-
teor since late July, but its gains
came under threat of reversal Fri-
day as markets anticipated a solu-
tion to the problems at Lehman.

Negotiations were under way at

the Federal Reserve Bank of New
York over the weekend to resolve
Lehman’s fate as banking execu-
tives and regulators tried to come
up with plans to buy pieces of the in-
vestment bank or prepare for an or-
derly winding down of the com-
pany.

A successful resolution to Leh-
man’s woes would help bolster risk
appetite, setting the stage for
higher prices for oil and other com-
modities. And higher oil prices are
the one test the dollar hasn’t had to
deal with in the past two months,
as crude futures have moved
steadily toward $100 a barrel from
record highs near $150 in early sum-
mer.

“We’ve seen short commodity
positions being taken as a way to
play the increased risk aversion” re-
lated to Lehman, said Ian Stannard,
currency strategist at BNP Paribas
in London. Short positions are bets
that prices will decline. “If there’s a
successful conclusion to the bank-
ing system problems, commodity
trades could see a boost, and the
dollar could finally come under
pressure,” he said.

A move down in the dollar
would jolt currency markets, and
the greenback could fall as fast as it
has risen. Since hitting an all-time
high at $1.6040 in mid-July, the
euro has fallen 16% to reach a one-
year low of $1.3882 last week.
Signs that other economies around
the globe are weakening sharply
have driven dollar strength, which
was also helped by lower oil prices.

Friday, indications that a Leh-
man deal could be in the works
were already helping the euro and
hurting the dollar. Late afternoon
in New York, the euro was at
$1.4217, compared with $1.3947
late Thursday. The U.K. pound was
at $1.7942, from $1.7528.

But if the negotiations over Leh-
man drag on or if the bank has to be
wound down, the dollar could con-
tinue to rise. Investors would likely
resume selling assets such as com-
modities and higher-yielding cur-
rencies, preferring liquidity in the
form of dollars.

As for the Fed meeting, analysts
say they aren’t expecting many fire-
works, with the central bank seen
leaving rates steady at 2%.
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By Min Zeng

Treasurys traders await the out-
come of the high-level talks over
the fate of Lehman Brothers Hold-
ings Inc. But U.S. government
bonds will still have fans in the
months ahead as worries over finan-
cial-sector problems and global
growth persist.

Lehman’s future was the subject
of weekend negotiations at the New

York Federal Re-
serve, as banking
executives and reg-
ulators sought to
come up either

with a plan to sell the firm piece-
meal or wind it down in an orderly
fashion.

A successful outcome could help
improve market confidence and
give a lift to global stock prices.
That would weigh on Treasurys as
investors unwind the safe-haven
flows in the short term. But given
the concern surrounding other
banks and brokers, it would be fool-
ish to write off Treasurys just yet.

“It seems like when you remove
one piece of systemic risk, the mar-
ket starts focusing on the next one,”
said Derek Brown, a bond-fund man-
ager at Transamerica Investment
Management.

After the near collapse of Bear
Stearns in March and the govern-
ment takeover of Fannie Mae and
Freddie Mac this month, buyers re-
turned to Treasurys after a brief sell-
off. The recent rally has pushed
yields on two- and 10-year notes to
multimonth lows.

This week, quarterly reports
from Goldman Sachs Group Inc.
and Morgan Stanley will be scruti-
nized. Lehman will also have a more
detailed earnings release.

A weakening macroeconomic
picture adds to the blues. U.S.
house prices continue to drop as
foreclosures and delinquencies re-
main high. Economies from the
euro zone to the U.K. also show
signs of faltering.

The bleak sentiment has contrib-
uted to a rout of commodities and
reduced inflation expectations,

while re-igniting speculation of
lower rates in the U.S., the euro
zone and the U.K. next year.

Tuesday, Fed policy makers are
expected to hold the federal-funds
rate at 2%, but interest-rate-fu-
tures traders have started rebuild-
ing bets of a rate cut by year end or
in early 2009.

“I think the Fed will be forced to
lower rates again to help the banks,
provide liquidity into year end,”
said Brian Edmonds, head of inter-
est rates at Cantor Fitzgerald LP in
New York. “It is looking more and
more like deflation, not inflation, is
the biggest worry.”

Still, while fundamentals are fa-
vorable to Treasurys in the longer
term, the market faces technical
headwinds in the short term.

Transamerica’s Mr. Brown
noted that the 10-year yield has
struggled to break below the 3.56%
to 3.60% range despite all the nega-
tive sentiment. Friday, the 10-year
note yielded 3.730%, below the 5.6%
in July’s annualized consumer
prices.

By Craig Karmin

Harvard University’s endow-
ment returned 8.6% for the fiscal
year ended in June, but its chief ex-
ecutive says that volatile market
conditions will challenge the fund in
the years ahead.

“We’re cautious about returns
for the next few years,” says Jane
Mendillo, age 49, who took over on
July 1 as president and CEO of Har-
vard Management Co., the company
that runs the endowment’s money.

The returns for the nation’s larg-
est endowment fell within range of
preliminary expectations
of 7% to 9%. After taking
into account annual distri-
butions to the university
and new gifts, the endow-
ment’s value rose to $36.9
billion from $34.9 billion.

The 8.6% return com-
pares to a median return of
negative-4.4% among the
165 large institutional
funds measured by the
Wilshire Trust Universe
Comparison Service. Over
the past 10 fiscal years, Harvard has
an annualized return of 14%, com-
pared with the median fund return
of 6.1%.

Ms. Mendillo, who most recently
served as chief investment officer
at Wellesley College since 2002, pre-
viously spent nearly 15 years at the
Harvard endowment. She said that
the strong performance over the
past year in a tough investment envi-
ronment endorsed the Harvard ap-
proach, which relies on internal
money managers in addition to out-
side managers.

The model “enables us to be more
nimble than other funds,” she says.
Harvard’s staff, for instance, pur-
sued a strategy of purchasing credit-
defaultswapsto shield the fund from
wild market swings.

Most endowments place all their
money with outside managers.
Many Harvard alumni, critical of the
seven-figure pay packages that
some staff members have received
in recent years, have urged the uni-
versity to cut staff and outsource
the money-management process.
But Ms. Mendillo said that the 30%
of the endowment’s assets managed
internally will remain.

The huge endowments and stel-
lar investment returns at the na-

tion’s elite universities are drawing
scrutiny from Congress. Critics say
the institutions are hoarding their
wealth and collecting billions in
new donations while tuitions soar.

Sen. Charles Grassley, ranking
Republican on the Senate Finance
Committee, has been considering
legislation to set a minimum spend-
ing rate for endowments similar to
that required for private founda-
tions. At a roundtable discussion at
the Senate Finance Committee this
past week in Washington, universi-
ties countered that such an ap-
proach is too risky because of the

market’s often dramatic
swings. Mr. Grassley said
more schools should, on
their own initiative, spend
from their endowments
now to keep college afford-
able and praised recent ef-
forts by schools such as Har-
vard and Yale to boost finan-
cial aid.

Harvard’s 2008 returns
got a big boost from a cate-
gory it calls “real assets,”
which includes commodi-

ties, timber, agricultural land and
real estate. That category gained
35.8%. Harvard put 8% of its assets
in commodities last fiscal year, and
despite the recent selloff in most
commodity prices, it is maintaining
that 8% allocation.

Bond investments, in particular
a 21% return from foreign bonds and
inflation-indexed bonds’ 20% re-
turn, also were a big part of the re-
turns.

While some of the endowment’s
outside hedge funds did well, the col-
lapse of Sowood Capital Management
undercut those gains. Harvard lost
about half of its $975 million invest-
ment in Sowood, which was founded
by former Harvard endowment man-
ager Jeffrey Larson, and sold its port-
folio to Chicago-based hedge fund Cit-
adel Investment Group.

Ms. Mendillo succeeds Robert
Kaplan, a professor at the Harvard
Business School and former vice
chairman at Goldman Sachs Group
Inc., who served as interim presi-
dent and CEO of Harvard Manage-
ment Co. from November 2007
through June 30. Mr. Kaplan said he
will remain a board member at
HMC.
 —John Hechinger

contributed to this article.
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Gains against euro
could dissipate fast
if bank finds a buyer
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Delphi Corp.

General Motors Corp. would con-
tribute an additional $4.6 billion to
help Delphi Corp. emerge from bank-
ruptcy under a plan the auto sup-
plier will submit to the bankruptcy
court this month, bringing its total

support to about $10.6 billion. GM
would assume responsibility for the
pensions of some of Delphi’s hourly
retirement-plan participants. The
cost to GM would be increased to
about $3.4 billion from $1.5 billion.
The plan requires consent from
unions. Delphi filed for bankruptcy
protection in 2005 but hasn’t been
able to exit Chapter 11 as planned af-
ter investors backed out of a deal to
pump $2.55 billion into the com-
pany. GM has taken $11 billion in
charges related to Delphi since 2005.
GM previously agreed to provide
debt financing that Delphi needed to
exit bankruptcy protection.

Johnson & Johnson

Christine Poon, vice chairman of
Johnson & Johnson’s board and the
head of its struggling pharmaceuti-
cals group, will retire on March 1 af-
ter more than eight years with the
company. A successor hasn’t been
named. Ms. Poon, J&J’s highest-
ranking woman and one of the top fe-
male executives in the pharmaceuti-
cal industry, had been charged with

turning around J&J’s drug business.
She was given additional hands-on
responsibilities as recently as 10
months ago, following a J&J restruc-
turing in November. Ms. Poon, 56
years old, said in a note circulated to
employees that she had “mixed feel-
ings” about leaving J&J, feeling the
pull of the “irresistible force of fam-
ily,” while still wanting to stay in-
volved in advancing science and
health. Ms. Poon joined J&J in No-
vember 2000.

Continental Airlines Inc.

Continental Airlines Inc.’s board
elected President Jeff Smisek as chief
operating officer, according to a regu-
latory filing. The Houston company
also said Chairman and Chief Execu-
tive Larry Kellner will assume over-
sight of marketing and technology.
Mr. Smisek remains responsible for
government affairs, human re-
sources and labor relations, global
real estate, security and environmen-
tal affairs, and corporate communica-
tions. Mark Moran, executive vice
president-operations, will remain
the company’s principal operating of-

ficer, and will report to Mr. Smisek.
Continental announced in June that
it would slash about 3,000 jobs and
significantly reduce domestic flights
in its battle against soaring fuel
prices. Mr. Smisek joined the airline
in March 1995 as senior vice presi-
dent and general counsel and became
president in December 2004.

GLOBAL BUSINESS BRIEFS

Continental AG

German auto supplier and tire
maker Continental AG lowered its
outlook for 2008 due to a “substan-
tial worsening of the economic envi-
ronment” in North America and Eu-
rope amid high prices for raw mate-
rial. Continental expects its margin
on earnings before interest and tax
will be about 8.5% in 2008. Continen-
tal had aimed for more than 9.3%.
Sluggish demand for cars in major
markets such as the U.S. and West-
ern Europe and high costs for raw
materials such as steel have been
eroding the earnings of auto makers
and their suppliers in recent months
and have forced some to lower their
targets or even issue profit warn-
ings for 2008. A comprehensive in-
terim reporting with more detailed
statements will be provided along
with the third-quarter earnings on
Oct. 30, Continental said.

NXP Semiconductors BV

Restructuring to eliminate
4,500 jobs in four plants

NXP Semiconductors BV said it
will close or sell four plants and cut
4,500 jobs, or about 13% of its work
force. NXP, the former chip-making
arm of Philips Electronics NV, was
bought by a group of private-equity
investors in 2006. It said the cuts re-
sult from a tough economy, a weak
dollar and its decision to sell most of
its operations manufacturing wire-
less chips to STMicroelectronics NV
in April. The cuts will cost about
$800 million but lead to annual sav-
ings of $550 million, it said. NXP said
it would close or sell factories in Fish-
kill, New York; Nijmegen, the Nether-
lands; Hamburg, Germany and Caen,

France. “The changes will make NXP
a strong, profitable and growing com-
pany,” Chief Executive Frans van
Houten said.

—Compiled from staff
and wire service reports.

Merck & Co.

Merck & Co.’s cervical-cancer
vaccine, Gardasil, received regula-
tory approval for the prevention of
vulvar and vaginal cancer, the U.S.
Food and Drug Administration said
Friday. Gardasil was approved in
2006 to prevent a virus called the hu-
man papillomavirus, which is re-
sponsible for about 70% of cervical
cancers. The vaccine has brought in
billions of dollars of revenue for
Merck, but recently sales have
slowed due to lower-than-expected
use of the vaccine among women 19
to 26 years of age. The FDA’s ex-
panded approval is the first piece of
good news related to the drug in re-
cent months. In June, the FDA de-
nied Merck’s request to approve the
drug for women ages 27 to 45. “We
now have two additional cancers we
can claim are prevented by the ad-
ministration of Gardasil,” said Rick
Haupt, program leader for Gardasil.

PCCW Ltd.

PCCW Ltd. wants to maximize
the price it gets for its telecommuni-
cations and media assets by giving
the buyer priority over other share-
holders on future dividend pay-
ments. PCCW, which is selling up to
a 45% stake in its HKT Group Hold-
ings Ltd. unit, said it will seek to
maintain its dividend payment at or
above the current level but the
buyer of the HKT stake would get
first priority. People familiar with
the situation have said the stake
could fetch as much as US$2.5 bil-
lion. The telecommunications com-
pany declared a first-half dividend
of seven Hong Kong cents (one U.S.
cent) last month. Analysts said the
new proposed dividend structure
will reassure the buyer, who will
probably use high leverage to fi-
nance the purchase. They said the
arrangement isn’t likely to prop up
buyers’ bid price because of weak
credit markets.

“Never let risk restrain your potential.”
GERRARD KATZ

Head of FXTrading, North East Asia,
Standard Chartered Bank

As regional head of currency trading for North East Asia
at Standard Chartered, Gerrard Katz counts on risk management
tools from CME Group, the world’s largest regulated market for
foreign exchange. Using the power of the CME Globex trading
platform, Standard Chartered can offer clients fast, credit-
efficient access to derivatives on emerging market currencies
such as the Chinese renminbi and Korean won as well as all major
currencies — including the euro, Japanese yen and British pound.

By improving the way markets work, CME Group is a vital
force in the global economy, offering futures and options products
on interest rates, equity indexes, foreign exchange, commodities
and alternative investments. Learn how CME Group can change
your world by visiting www.cmegroup.com/info.

The Globe logo, CME®, Chicago Mercantile Exchange®, CME Globex® and CME Group™

are trademarks of Chicago Mercantile Exchange Inc. CBOT® and Chicago Board of Trade®

are trademarks of the Board of Trade of the City of Chicago.NewYorkMercantile Exchange
and NYMEX® are registered trademarks of the NewYork Mercantile Exchange, Inc.
Copyright © 2008 CME Group. All rights reserved.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 09/11 USD 11.57 –20.0 –19.7 –5.0
Am Blend Portfolio I US EQ LUX 09/11 USD 13.48 –19.6 –19.1 –4.3
Am Growth A US EQ LUX 09/11 USD 29.21 –18.2 –13.1 –0.3
Am Growth B US EQ LUX 09/11 USD 24.88 –18.8 –14.0 –1.3
Am Growth I US EQ LUX 09/11 USD 32.04 –17.7 –12.4 0.6
Am Income A US BD LUX 09/11 USD 8.23 –0.6 2.0 3.8
Am Income A2 US BD LUX 09/11 USD 17.09 –0.5 2.0 3.8
Am Income B US BD LUX 09/11 USD 8.23 –1.1 1.3 3.0
Am Income B2 US BD LUX 09/11 USD 14.87 –0.9 1.3 3.1
Am Income I US BD LUX 09/11 USD 8.23 –0.2 2.6 4.4
Am Value A US EQ LUX 09/11 USD 9.09 –21.8 –22.7 –6.7
Am Value B US EQ LUX 09/11 USD 8.48 –22.3 –23.5 –7.6
Am Value I US EQ LUX 09/11 USD 9.68 –21.4 –22.1 –5.9
Asian Technology A OT EQ LUX 09/11 USD 12.43 –22.6 –26.7 –8.8

Asian Technology B OT EQ LUX 09/11 USD 11.02 –23.0 –27.4 –9.7
Asian Technology I OT EQ LUX 09/11 USD 13.72 –22.1 –26.1 –8.1
Emg Mkts Debt A GL BD LUX 09/11 USD 14.57 –2.4 2.1 5.2
Emg Mkts Debt A2 GL BD LUX 09/11 USD 16.96 –2.2 2.1 5.2
Emg Mkts Debt B GL BD LUX 09/11 USD 14.57 –3.0 1.1 4.1
Emg Mkts Debt B2 GL BD LUX 09/11 USD 16.54 –2.9 1.0 4.1
Emg Mkts Debt I GL BD LUX 09/11 USD 14.57 –2.0 2.6 5.7
Emg Mkts Growth A GL EQ LUX 09/11 USD 31.68 –31.5 –22.8 4.4
Emg Mkts Growth B GL EQ LUX 09/11 USD 27.20 –32.0 –23.5 3.4
Emg Mkts Growth I GL EQ LUX 09/11 USD 34.76 –31.1 –22.1 5.3
Eur Blend A EU EQ LUX 09/11 EUR 13.34 –24.2 –26.7 –8.6
Eur Blend I EU EQ LUX 09/11 EUR 13.58 –23.8 –26.2 –7.9
Eur Growth A EU EQ LUX 09/11 EUR 7.82 –24.9 –24.7 –7.0
Eur Growth B EU EQ LUX 09/11 EUR 7.12 –25.4 –25.4 –8.0
Eur Growth I EU EQ LUX 09/11 EUR 8.44 –24.4 –24.1 –6.3
Eur Income A EU BD LUX 09/11 EUR 6.49 –3.5 –4.0 –2.1
Eur Income A2 EU BD LUX 09/11 EUR 11.53 –3.4 –4.0 –2.1
Eur Income B EU BD LUX 09/11 EUR 6.49 –4.0 –4.7 –2.8
Eur Income B2 EU BD LUX 09/11 EUR 10.83 –3.8 –4.7 –2.8
Eur Income I EU BD LUX 09/11 EUR 6.49 –3.1 –3.4 –1.5
Eur Strat Value A EU EQ LUX 09/11 EUR 10.61 –24.1 –29.2 NS
Eur Strat Value I EU EQ LUX 09/11 EUR 10.74 –23.6 –28.5 NS
Eur Value A EU EQ LUX 09/11 EUR 10.60 –23.7 –28.0 –8.9
Eur Value B EU EQ LUX 09/11 EUR 9.88 –24.3 –28.7 –9.8
Eur Value I EU EQ LUX 09/11 EUR 12.11 –23.4 –27.4 –8.2
Gl Balanced (Euro) A EU BA LUX 09/11 USD 17.25 –18.9 –14.6 NS
Gl Balanced (Euro) B EU BA LUX 09/11 USD 17.01 –19.5 –15.5 NS
Gl Balanced (Euro) C EU BA LUX 09/11 USD 17.16 –19.2 –14.9 NS
Gl Balanced (Euro) I EU BA LUX 09/11 USD 17.40 –18.5 –14.0 NS
Gl Balanced A US BA LUX 09/11 USD 17.00 –17.9 –16.4 –3.3
Gl Balanced B US BA LUX 09/11 USD 16.38 –18.5 –17.2 –4.3
Gl Balanced I US BA LUX 09/11 USD 17.47 –17.5 –15.8 –2.7
Gl Bond A US BD LUX 09/11 USD 8.93 –0.6 1.1 3.6
Gl Bond A2 US BD LUX 09/11 USD 14.62 –0.5 1.0 3.6

Gl Bond B US BD LUX 09/11 USD 8.93 –1.3 0.0 2.5
Gl Bond B2 US BD LUX 09/11 USD 12.97 –1.2 0.0 2.5
Gl Bond I US BD LUX 09/11 USD 8.93 –0.2 1.7 4.2
Gl Conservative A US BA LUX 09/11 USD 15.12 –9.8 –8.4 –0.5
Gl Conservative A2 US BA LUX 09/11 USD 16.61 –9.9 –8.4 –0.5
Gl Conservative B US BA LUX 09/11 USD 15.11 –10.5 –9.3 –1.5
Gl Conservative B2 US BA LUX 09/11 USD 15.99 –10.5 –9.3 –1.5
Gl Conservative I US BA LUX 09/11 USD 15.11 –9.5 –7.8 0.0
Gl Eq Blend A GL EQ LUX 09/11 USD 13.48 –28.2 –26.8 –7.8
Gl Eq Blend B GL EQ LUX 09/11 USD 12.81 –28.8 –27.6 –8.8
Gl Eq Blend I GL EQ LUX 09/11 USD 14.07 –27.8 –26.2 –7.1
Gl Growth A GL EQ LUX 09/11 USD 48.33 –30.1 –25.5 –7.2
Gl Growth B GL EQ LUX 09/11 USD 40.88 –30.6 –26.2 –8.1
Gl Growth I GL EQ LUX 09/11 USD 53.10 –29.7 –24.9 –6.5
Gl High Yield A US BD LUX 09/11 USD 4.31 –5.3 –1.9 3.3
Gl High Yield A2 US BD LUX 09/11 USD 8.10 –4.9 –1.8 3.4
Gl High Yield B US BD LUX 09/11 USD 4.31 –5.9 –2.9 2.3
Gl High Yield B2 US BD LUX 09/11 USD 13.19 –5.6 –2.9 2.4
Gl High Yield I US BD LUX 09/11 USD 4.31 –4.9 –1.4 3.9
Gl Strat Income A GL BD LUX 09/11 USD 13.70 –5.1 –4.9 –0.8
Gl Strat Income A2 GL BD LUX 09/11 USD 14.99 –5.1 –4.9 –0.8
Gl Strat Income B GL BD LUX 09/11 USD 13.70 –5.8 –5.9 –1.8
Gl Strat Income B2 GL BD LUX 09/11 USD 14.63 –5.7 –5.9 –1.8
Gl Strat Income C2 GL BD LUX 09/11 EUR 10.57 –1.7 –6.7 –6.1
Gl Strat Income I GL BD LUX 09/11 USD 13.70 –4.8 –4.4 –0.2
Gl Strat Income I2 GL BD LUX 09/11 EUR 10.83 –1.0 –5.8 –5.1
Gl Strat Income I2 GL BD LUX 09/11 USD 15.20 –4.7 –4.4 –0.2
Gl Value A GL EQ LUX 09/11 USD 12.89 –26.4 –28.3 –8.6
Gl Value B GL EQ LUX 09/11 USD 12.00 –27.0 –29.0 –9.6
Gl Value I GL EQ LUX 09/11 USD 13.57 –26.0 –27.7 –7.9
India Growth A EA EQ LUX 09/05 USD 88.37 –36.0 –11.7 16.9
India Growth B EA EQ LUX 09/05 USD 76.51 –36.4 –12.6 15.8
India Growth I EA EQ LUX 09/05 USD 91.10 –35.9 –11.4 17.3
Int'l Health Care A OT EQ LUX 09/11 USD 147.77 –9.9 –8.7 –2.0

Int'l Health Care B OT EQ LUX 09/11 USD 126.28 –10.6 –9.6 –3.0
Int'l Health Care I OT EQ LUX 09/11 USD 159.77 –9.4 –8.0 –1.2
Int'l Technology A OT EQ LUX 09/11 USD 109.65 –22.7 –19.5 1.1
Int'l Technology B OT EQ LUX 09/11 USD 96.26 –23.2 –20.3 0.1
Int'l Technology I OT EQ LUX 09/11 USD 121.67 –22.3 –18.8 1.9
Japan Blend A JP EQ LUX 09/11 JPY 7542.00 –24.5 –27.8 –15.7
Japan Blend I JP EQ LUX 09/11 JPY 7680.00 –24.0 –27.2 –15.0
Japan Growth A JP EQ LUX 09/11 JPY 7523.00 –23.9 –26.9 –15.7
Japan Growth I JP EQ LUX 09/11 JPY 7661.00 –23.5 –26.3 –15.0
Japan Strat Value A JP EQ LUX 09/11 JPY 7550.00 –25.3 –29.1 –14.5
Japan Strat Value I JP EQ LUX 09/11 JPY 7669.00 –24.9 –28.6 NS
Real Estate Sec. A OT EQ LUX 09/11 USD 16.58 –16.9 –18.3 –12.4
Real Estate Sec. B OT EQ LUX 09/11 USD 15.36 –17.5 –19.1 –13.2
Real Estate Sec. I OT EQ LUX 09/11 USD 17.64 –16.4 –17.6 –11.6
Short Mat Dollar A US BD LUX 09/11 USD 7.54 –12.8 –13.7 –5.7
Short Mat Dollar A2 US BD LUX 09/11 USD 9.66 –12.7 –13.7 –5.7
Short Mat Dollar B US BD LUX 09/11 USD 7.54 –13.1 –14.1 –6.2
Short Mat Dollar B2 US BD LUX 09/11 USD 9.66 –13.1 –14.1 –6.2
Short Mat Dollar I US BD LUX 09/11 USD 7.54 –12.5 –13.2 –5.2

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 09/11 GBP 7.80 –17.6 –14.8 –4.3
Andfs. Borsa Global GL EQ AND 09/11 EUR 7.59 –20.7 –18.6 –5.5
Andfs. Emergents GL EQ AND 09/11 USD 14.88 –30.0 –21.0 5.5
Andfs. Espanya EU EQ AND 09/11 EUR 13.07 –25.9 –19.5 –4.0

Please turn to next page

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com
 Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001

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

THE INTERNATIONAL INVESTOR

Sector Equity Precious Metals
Funds that invest primarily in the equities of mining companies, though some may own gold
or other metals outright. Most concentrate on gold-mining equities. Ranked on % total return
(dividends reinvested) in U.S. dollars for one year ending September 12, 2008

Leading 10 Performers
FUND FUND LEGAL % Return in $US **
RATING NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

NS ZKB Gold ETF Zürcher CHFiSwitzrlnd –7.78 9.05 11.59 NS
Acc Kantonalbank

NS ZKB Platinum Zürcher CHFiSwitzrlnd –21.58 –7.45 NS NS
ETF CHF Acc Kantonalbank

NS ZKB Silver Zürcher CHFiSwitzrlnd –26.41 –13.40 NS NS
ETF CHF Acc Kantonalbank

3 Strategic CACEIS Fastnet CHFiSwitzrlnd –28.02 –14.03 –7.37 NS
Precious Metal Fund CHF Inc (Suisse) SA

5 IAM-Gold& Julius Baer CHFiSwitzrlnd –29.06 –14.73 8.89 23.88
Metals B CHF Acc Inv.fonds-Dienstleistungs AG

4 Federal Fédéral Finance EURiFrance –30.93 –19.40 –0.27 15.06
Multi Or et Matières Prem. Acc

NS ZKB Zürcher CHFiSwitzrlnd –27.05 –19.54 NS NS
Palladium ETF CHF Acc Kantonalbank

NS BBGI Share Bearbull Gestion USDiSwitzrlnd –32.94 –21.26 NS NS
Gold (USD) Institutionelle SA

3 Fructifonds Banques Populaires EURiFrance –32.84 –21.54 –9.12 6.83
International Or Acc

5 UOB United UOB Asset SGDiSingapore –33.77 –21.91 NS NS
Gold & General Management LTD

Kospi rises 2.4% to close out
a week of healthy advances

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

Mine area bombed again
Indonesia explosion
damages power plant
for Freeport facility

China creates antitrust panel

FUND SCORECARD
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By Yayu Yuniar

And Raphael Pura

A second bomb exploded near
Freeport-McMoRan Copper & Gold
Inc.’s huge Grasberg mine in Indone-
sia’s remote Papua province Sun-
day, damaging a power station that
services the mine, but no casualties
were reported.

Indonesian police spokesman
Abubakar Nataprawira said a military
mortar exploded at the power station,
about one kilometer from the Moses
Kilangin international airport built by
Freeport, occurred about 10:15 p.m.
Though the power station was dam-
aged, no casualties were reported, he
said, adding that a bomb squad, anti-
terror unit and police forensic team
were at the scene to investigate.

The explosion followed a blast
Thursday when a small bomb ex-
ploded along a main road to the
mine, one of the world’s largest, but
the mine wasn’t damaged in that inci-
dent and no injuries were reported.

Freeport has periodically been
the target of protests and attacks by
local separatist groups, who criti-
cize the mine as a symbol of what
they claim is the Indonesian central
government’s economic exploita-

tion of the resource-rich region.
No group claimed responsibility

for the bombings, and Indonesian au-
thorities haven’t identified any sus-
pects. Mindo Pangaribuan, a spokes-
man for PT Freeport Indonesia, the
parent company’s local unit, was
quoted by the Associated Press as
saying that Thursday’s bombing
“did not disturb our operations,
things are running normally.”

Thursday’s bomb apparently tar-
geted a bridge about 60 kilometers
from the mine. Mr. Nataprawira said
the explosion was caused by a small
mortar-type device, planted under
the bridge on a road leading to the
Grasberg mine. A second mortar
bomb under the bridge failed to det-
onate, he added. The bridge sus-
tained only minor damage.

Papua province, a territory for-
merly administered by the United Na-
tions that was incorporated into Indo-
nesia in the 1960s, has seen decades of
sporadic protests and violence by sep-
aratist rebels who oppose Jakarta’s
rule over the region and resent the In-
donesian military forces that help
guard the Freeport facility. The mine
has often been a lightening rod for the
Free Papua Movement, widely known
by its Indonesian acronym OPM.

The mine has also been hit by
worker protests in the past. Last year,
for example, operations came to a
standstill when more than 2,000 work-
ers organized a strike pressing for bet-
ter wages and pensions. The strike
ended after four days, when Freeport
agreed to improve work conditions
and increase wages and pensions.

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

200 miles

200 km

CHINA

AUSTRALIA

INDONESIAINDONESIAINDONESIA

Pacific  O cean

Indian
O cean

Area of
detail

Source: Freeport-McMoRan Copper & Gold

PAPUA
NEW GUINEA

INDONESIA

Papua

West
Papua

Grasberg

By V. Phani Kumar

MARKETWATCH.COM

HONG KONG—Asian stocks
firmed Friday as investors bet on a
weekend buyout of Lehman Broth-
ers Holdings that would set the
tone for a positive start this week.

South Korea’s Kospi was among
the region’s best-performing in-
dexes. But India’s Sensitive Index
fell for the fourth straight session af-
ter Infosys Technologies warned
that the U.S. dollar’s gains against
the pound could crimp earnings. In-
vestors also opted to close positions
ahead of holidays Monday in Japan,
Hong Kong, China and South Korea.

In Seoul, the Kospi climbed 2.4%
to 1477.92, its highest close since
Aug. 27. The 5.2% weekly gain was
the index’s best since July 25.

Falling oil prices boosted air-
lines and shipping companies on
hopes of lower costs. Korean Air
rose 5.4%, and Hanjin Shipping
climbed 7.4%. Among financial
stocks, Kookmin Bank gained 3.8%.

In Mumbai, the 30-stock Sensex
fell 2.3% to 14000.81, its lowest
close since July 29. Technology
shares slid after Infosys’s chief fi-
nancial officer warned of the impact
from the weaker pound. Infosys lost
6%, and Satyam Computer Services
fell 3.5%. In Tokyo, the Nikkei Stock
Average of 225 companies rose 0.9%
to 12214.76, leaving it with a mar-
ginal gain for the week. Banking
stocks jumped on hopes of a Leh-
man deal. Sumitomo Mitsui Finan-
cial Group climbed 5.5%, and Mi-
zuho Financial advanced 5.2%.

Japanese car makers were
knocked lower as the euro softened
against the yen. Honda Motor fell
2%.

In Hong Kong, the Hang Seng In-
dex nudged 0.2% lower to 19352.90.
Sun Hung Kai Properties jumped
4.6% after posting a better-than-ex-
pected jump in earnings.
 —Soo-kyung Seo in Seoul
and John Satish Kumar in Mumbai

contributed to this article.

By Andrew Batson

BEIJING—China’s government
launched a high-level commission
to oversee enforcement of its new
antitrust legislation, which is al-
ready facing a test from Coca-Cola
Co.’s pursuit of what would be the
largest-ever foreign takeover of a
Chinese company.

The state-controlled Xinhua
news agency reported Saturday
that the Antimonopoly Commission
of the State Council had “recently”
held its first meeting, where it
agreed on some ground rules and de-
cided to research the competitive
situation in various domestic mar-
kets. The formation of the commis-
sion was provided for by the new An-

timonopoly Law, which took effect
Aug. 1. The commission’s main job is
to coordinate the work of the three
agencies responsible for carrying
out antitrust policy.

The Xinhua report confirmed
that the commission is, as widely ex-
pected, headed by Vice Premier
Wang Qishan, who also supervises
China’s trade and financial policy.

The commission faces a difficult
task of juggling the conflicting priori-
ties it has been handed. On the do-
mestic front, the commission will
“ensure the control of state enter-
prises in important industries and
key sectors” while “preventing com-
panies from abusing a position of
market dominance to violate the
rights and interests of other opera-

tors and the majority of consumers,”
the Xinhua report said. The meeting
also agreed that enforcement of the
law will provide “equal protection
for all the legitimate rights and inter-
ests of foreign investors” but “pre-
vent malicious foreign takeovers and
protect national economic security.”

Such ambiguity is one reason the
government’s reaction to the recent
bid by Coca-Cola to buy China
Huiyuan Juice Group Ltd. for about
$2.4 billion is being so closely moni-
tored abroad. Foreign companies
have said they are watching to see
whether China will permit a major
foreign takeover when Chinese com-
panies are themselves increasingly
active in acquiring businesses in
other countries.
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