
DIGGING IN: China’s eastern coast was pummeled Sunday night, forcing nearly a million people to flee
after Taiwan saw its worst flooding in 50 years. Above, rescuers provide aid in Chiatung, Taiwan. Page 12.
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Reality check

Gordon Ramsay faces tough
times in his restaurant empire
Marketplace, page 29

PCT
CLOSE CHG

DJIA 9370.07 +1.23
Nasdaq 2000.25 +1.37
DJ Stoxx 600 230.68 +1.22
FTSE 100 4731.56 +0.87
DAX 5458.96 +1.66
CAC 40 3521.14 +1.25

Euro $1.4209 -1.11
Nymex crude $70.93 -1.40

Debt burden
to limit gains
in U.S. stocks

By Cecilie Rohwedder

BRADFORD, England—
The global recession is spoil-
ing the summer for a lot of in-
dustries, but not the U.K.’s su-
permarkets. They’re loving it.

With an estimated five mil-
lion Britons staying home
this summer instead of travel-
ing, the country’s leading gro-
cers are slugging it out for
shoppers’ time and money.
They’re slashing prices,
launching new budget brands
and taunting the price claims
of rivals in advertising.

“Look at this full barbecue
for £4,” or about $6.50, says
Marc Bolland, chief executive
of Morrisons Supermarkets
PLC, touring a store in this
northern town where his com-
pany is based. “Three differ-

ent meats, two salads and din-
ner rolls for four people—
that’s just £1 per person.”

Commercials for rival
chain J Sainsbury PLC fea-
ture celebrity chef Jamie Ol-
iver teaching women to grill

Please turn to page 31

U.K. supermarkets

find value in crisis

Drone attack
The Obama administra-
tion takes down another
Taliban leader. Page 13
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News in Depth: The going gets tougher for President Obama
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In the aisles 
U.K. food retailers' market share 
for 12 weeks ended July 12

Other

Morrisons
Sainsbury's

Asda

Tesco

24.6

11.6
16.0

30.8%

17.0

Source: Taylor Nelson Sofres World Panel
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By E.S. Browning

And Annelena Lobb

In the U.S., economists are
boosting growth forecasts.
Employment numbers are im-
proving. Manufacturing activ-
ity is bottoming. Housing de-
mand is strengthening. Busi-
ness leaders are starting to
say the worst may be over.

Markets are celebrating,
hoping the good news will
keep on coming.

The Dow Jones Industrial
Average now has jumped 43%
from the 12-year low hit March
9. It finished Friday at 9370.07,
its highest close since Nov. 4.
Risky credit investments, such
as junk bonds and even mort-
gage-backed securities, also
have been recovering.

But there is a smudge on
the pretty picture. A surpris-
ingly large number of money
managers and economists are
warning that, despite the
hopeful signs, the economy is
still deep in the woods, not
strong enough to support a
long-running stock and bond
recovery.

After the big market gains,
“the question now is, ‘Where
do we go from here?’ ” John
Osterweis, chief investment
officer of Osterweis Capital
Management, told clients in a
recent report. “The simple an-
swer is probably, ‘Nowhere
fast.’ ”

According to this view, the
market surge of the past five

months has been a celebra-
tion of the government’s suc-
cess in staving off financial
doom. Stocks deserved to rise
from panic lows. To keep ris-
ing in the future, the market
needs a sign of real economic
recovery, and that requires a
surge in consumer spending,
business investment and
home buying.

That’s what is in doubt,
and one word explains why:
debt. Despite an uptick in con-
sumer saving, debt levels
have only barely begun to
come down. Even after the re-
cession ends, economists ex-
pect the gradual reduction of
the nation’s massive con-
sumer debt to take years. In
the meantime, they are warn-
ing that the economic-growth
surge expected for the second
half of this year could be fol-
lowed by slower growth and a
softer stock market in 2010.

A survey of six leading
Wall Street stock strategists,
ordinarily a bullish bunch,
shows them on average fore-
casting the Standard & Poor’s
500-stock index at about 1033
by year’s end. Their forecasts
range from 930 to 1100. The
S&P 500 finished Friday at
1010.48, already nearly at the
average forecast.

On Wednesday, in the
wake of encouraging manufac-
turing and auto-sales data,
economists at Goldman Sachs
Group tripled their forecast

Please turn to back page

Typhoon Morakot sparks mass evacuations
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The top U.S. commander in
Afghanistan said the U.S. will
increase troop levels in Af-
ghan population centers in
response to the Taliban’s
growing momentum. Gen.
McChrystal also warned U.S.
casualties will remain high
for months to come. Page 3

n Indonesian police are in-
vestigating whether a man
they killed over the weekend
is terrorist suspect Noordin
Mohamed Top. Page 2

n Two bombs blamed on
Basque separatist group ETA
exploded on the Spanish re-
sort island of Mallorca, caus-
ing no injuries. Police de-
fused a third device. Page 31

n The EU’s ombudsman re-
buked the bloc’s antitrust reg-
ulator, saying it failed to
record “potentially exculpa-
tory” evidence from a witness
in its probe of Intel. Page 4

n U.S. businesses that cut
jobs rapidly during the reces-
sion may need to hire work-
ers quickly as the economy
improves. Page 3

n U.S.-based Apache agreed
to provide natural gas for ex-
port to Asia through a
project in Canada. Page 5

n Publicis is buying Mi-
crosoft’s digital ad firm Razor-
fish for $530 million. Page 5

n Iraqi authorities detained
a British security contractor,
saying he allegedly shot and
killed two colleagues during an
altercation in Baghdad. Page 8

n Pakistan’s Taliban ap-
peared to be in turmoil as a
leadership battle escalated
into clashes, the Pakistani
government said. Page 8

n China accused Rio Tinto of
using “deceit” for six years to
illegally obtain information re-
sulting in steelmakers being
overcharged more than $100
billion for iron ore. Page 7

n Royal Bank of Scotland’s
first-half loss could prevent
U.K. bank stocks from extend-
ing last week’s rally. Page 22

n Finnair reported its fourth
consecutive quarterly loss
despite attempts to cut
costs, prompting its chief ex-
ecutive to resign. Page 6

n Iran’s police chief said de-
tained protesters were abused
in prison, and the country’s
top prosecutor said those re-
sponsible should be punished.

n Madagascar’s political rivals
signed a power-sharing deal
to end months of violence.

More energy.
Fewer emissions.
With technology,
we can do both.
Learn how we’re addressing
the global energy challenge at
exxonmobil.com
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H E A R D O N T H E S T R E E T

Amid a witch hunt for
commodity speculators, mon-
etary policy and emerging
markets are working some
black magic of their own.

Global recession has di-
verted attention from a long-
running trend: the rise of
emerging markets such as
China as big consumers of
raw materials. As much as
America’s descent into reces-
sion helped kill the commodi-
ties rally in 2008, it is worth
remembering that the big
run up in oil prices from
2005 onward took place
while fuel demand in the
U.S. was falling. Industrial-
ization and rising living stan-
dards led to competition for
a supply of oil largely re-
stricted by political con-
straints.

Those trends haven’t dis-
appeared altogether. If China
can keep growing strongly—
a very big assumption—at
some point, competition for
resources will drive up
prices again. Goldman Sachs,
which foresees shortages re-
surfacing as early as next
year, says that even now, glo-

bal capacity utilization in
the production of such com-
modities as corn, copper, oil
and zinc is running at more
than 90%.

Stimulative policies com-
pound the issue. Francisco
Blanch, commodity strate-
gist at Banc of America Se-
curities-Merrill Lynch, says
narrow money supply in oil-
consuming countries is ex-
panding at its fastest pace
since the Asian crisis of the
late 1990s. The inflationary

threat from this, as well as
the risk capital it provides,
pushes money toward com-
modities.

Even amid recession,
therefore, commodities
prices have recovered early.
Further rises in the short
term, however, will be
capped by huge industrial
overcapacity and the over-
hang of large stockpiles of
some commodities, espe-
cially oil.

Yet policy makers must

contend with the threat that
when recovery takes hold,
consumers resurfacing from
the deluge are hit immedi-
ately with a renewed com-
modities-price shock. This is
a major headache for the
U.S., but Europe and Japan
arguably face a bigger di-
lemma. Having enacted poli-
cies to curb fuel consump-
tion for decades—and suf-
fered long-running deflation
in Japan’s case—they have
little fat left to cut. China re-
cently surpassed Japan and
Germany in terms of their
combined oil consumption.

In the U.S., in contrast,
conservation is a poorly
tapped resource. Political
will to encourage this is
weak. Yet, barring economic
disaster in large emerging
markets, an army of consum-
ers competing for raw mate-
rials will continue to
emerge. Residual hopes of
simply reverting to previous
consumption patterns in the
U.S. are misguided. Another
bout of price spikes will fo-
cus minds eventually.
 —Liam Denning

More at WSJ.com/Heard

Debt underwriting on rise
Amid the vast profits

made by investment banks
from credit markets in the
first half, European debt un-
derwriting stands out. First-
half fees of $3.3 billion were
just 11% less than the bumper
first half of 2007, according
to Thomson Reuters/Free-
man data. That is despite
the vaporization of the asset-
backed securities market,
previously a major income
generator. And unlike some
other contributors to this
year’s profit pool, this one
actually looks sustainable.

Europe’s achievement is a
consequence of a huge shift
to public capital markets
and away from its tradi-
tional reliance on bank lend-
ing. That has led to a huge
surge in issuance, accompa-
nied by a steep rise in mar-
gins: Bankers estimate corpo-
rate fees are up about 30%,
while for covered bonds and
sovereigns, supranationals
and agencies, the rise has
been 50% or more. By con-
trast, U.S. fees of $3.7 billion
are still 40% below their pre-
crisis peak, while globally,
fees for asset- and mortgage-

backed bonds have slid to
just $561 million, from $6 bil-
lion in the first half of 2007.

Sure, fees might come un-
der some pressure in the sec-
ond half: Corporate-bond issu-
ance is expected to slow, al-
though that should be partly
balanced by rising bank debt
issuance and high-yield deals.
Competition will undoubt-
edly be fiercer, too, as banks
recover from recent shocks.
But Freeman estimates the
global debt fee pool this year
may hit about $15.3 billion,
roughly a half more than in
2008—a pot banks will be
keen to compete for.

The winners are likely to
be banks with strong fran-
chises and debt teams. The
global league table has been
ruled by banks with a deep
U.S. presence. J.P. Morgan,
Bank of America and Citi-
group topped the first-half
fees table, with Barclays and
Deutsche Bank next. But as
Europe’s market grows in im-
portance, other European
banks such as BNP Paribas
and HSBC have an opportu-
nity to join the top table.
 —Richard Barley

By Geoffrey T. Smith

FRANKFURT—Two ministries
within the German government are
coming up with competing propos-
als to expand financial regulator Ba-
Fin’s powers, as party rivalry tints
the government’s attempts to avoid
a repeat of the near-collapse of
Hypo Real Estate Holding AG.

With September’s general elec-
tion closing in, representa-
tives from banks are cau-
tioning that politicians
shouldn’t let a desire for
publicity to rush reforms
as to when the govern-
ment can seize a bank at
risk of insolvency.

One proposal to amend
the law on insolvency is
from the Economy Minis-
try, led by Karl-Theodor zu
Guttenberg of the right-
wing Christian Social
Union, sister party to Chan-
cellor Angela Merkel’s Christian
Democrats. The other is from the
Justice Ministry, headed by Brigitte
Zypries of the center-left Social
Democratic Party.

The SPD-led Finance Ministry,
which is responsible for BaFin, has
already complained that Mr. Gutten-
berg didn’t inform the ministry be-
fore starting work on his draft.

Mr. Guttenberg’s proposal gives
the more sweeping powers to BaFin,
including the ability to initiate the
process of putting a bank under
state administration. Under the Jus-
tice Ministry’s proposal, a bank in
trouble would still have greater
rights to appoint its own external ad-
ministrators, in keeping with the
current law on insolvency.

Mr. Guttenberg’s version would

also give BaFin powers to give di-
rect instructions to the bank’s man-
agement, and to replace any top ex-
ecutives as the regulator saw fit.

“Both proposals are to be fused
in the course of the coming legisla-
ture, to make a durable set of instru-
ments that would allow systemi-
cally important banks to be restruc-
tured even before an insolvency or
nationalization procedure,” the As-

sociation of German Banks
summed up in a statement.
However, it warned against
using the new law for elec-
tioneering purposes.

“Given the complexity of
the topic, a detailed discus-
sion is needed as to how the
restructuring of such a bank
can be done in a short time-
frame and in a way that is le-
gally and internationally en-
forceable,” the association
said.

Hypo Real Estate has
needed Œ102 billion ($144.9 billion)
in taxpayer-funded capital injec-
tions and loan guarantees since its
rescue in September 2008. The col-
lapse of Lehman Brothers that
month dealt a devastating blow to
its business model, which de-
pended to a large extent on refinanc-
ing through the short-term money
markets.

A parliamentary post mortem
into the affair has yet to deliver its
verdict. But both parties seem to
have accepted BaFin head Jochen
Sanio and Deutsche Bundesbank
President Axel Weber’s complaints
that they didn’t have enough legal
powers to intervene in time to pre-
vent the crisis, even though they
were aware of it brewing for months
before the event.

German politics hinders
bid to avert next crisis

Weight of debt to drag on stocks

Black magic points to gain in oil

Karl-Theodor
zu Guttenberg

for inflation-adjusted economic
growth to a 3% annual rate for the
second half of this year. And after
that? They see the growth rate de-
clining to 2% in the first half of 2010
and 1.5% in the second half.

The debt data are striking. Ac-
cording to the U.S. Federal Reserve,

total household in-
debtedness
peaked at the end
of 2007 at 132% of
disposable in-

come. That was by far the highest
level since at least the end of World
War II, nearly quadruple the 36% of
1952. By the end of March, with fam-
ilies boosting savings, repaying
debt and defaulting, the ratio had
fallen to 124%, a tad lower but still
miles from the level of, say, 69% in
the middle of 1985.

Consumer spending today ac-
counts for two-thirds or more of eco-
nomic output. But as they boost sav-
ings and cut borrowing, consumers
can’t be the drivers of economic
growth that they were at the end of
other recent recessions.

“Consumers are under signifi-
cant financial pressure,” Goldman
notes in its report. “The weakness in
household income—partly resulting
from the sharp slowdown in hourly
wage growth—will make it harder
to raise saving without significant
constraints on consumption.”

As for home building and capital
spending, two other possible
growth motors, “we do not expect a
‘traditional’ rebound in these sec-
tors, largely because the overhang
of unused capacity in both the hous-
ing and business sectors remains
enormous,” Goldman said.

Morgan Stanley, Goldman’s big ri-
val, is on pretty much the same page.

“We believe that the painful ad-
justments to household and corpo-
rate balance sheets that are likely,

given the excesses of the past, are
enough to make the economic recov-
ery a slow and tenuous one over the
medium term,” wrote Morgan Stan-
ley economist Manoj Pradhan in a re-
cent analysis.

Nonsense, says Michael Darda,
chief economist at brokerage firm
MKM Partners in Greenwich, Conn.,
who accurately predicted this year’s
huge rally in risky assets such as
stocks and junk bonds.

“We continue to believe the con-
sensus view of only 2% real [gross
domestic product] growth for 2010
is far too tepid,” Mr. Darda said in a
recent report. He added, in another
report, “The conventional wisdom
has coalesced around the idea—
which goes virtually unchallenged—
that higher average savings on the
part of households will ipso facto re-
duce the average rate of GDP
growth during the impending recov-
ery cycle.”

He says the pessimists once
again are ignoring clear economic
and financial signals, such as the
continuing recovery in the corpo-
rate-bond market, which typically

precedes a recovery in stocks and in
the economy.

In an effort to make sense of the
disagreement, Bridgewater Associ-
ates, an often-contrarian money-
management firm that oversees
about $72 billion in Westport,
Conn., has recently sent clients a se-
ries of reports.

Although the reports are compli-
cated, their essence can be summa-
rized simply. The optimists see
signs that the recession is ending,
and they forecast the normal next
step: a stronger stock market. The
pessimists believe the most impor-
tant development isn’t the end of
the recession, it is the long process
of debt reduction by families and
businesses. Bridgewater lines up
with the pessimists. It has been try-
ing to avoid stocks tied to the U.S.
economy in favor of those linked to
the emerging economies of the de-
veloping world, notably China.

The bulls believe the economic
and stock-market recoveries will
continue to look like a V. The pessi-
mists fear they will be more like a
W—or even a succession of W’s.

Continued from first page

Financial Analysis and Commentary

Source: BP Statistical Review of World Energy

Fuel for prices
Oil consumption, in millions of barrels a day

Japan Germany China

0

2

4

6

8

’80’70 ’90 ’00 ’08 ’80’70 ’90 ’00 ’08 ’80’70 ’90 ’00 ’08

Source: the banks 

Firm

Barclays

Citigroup

Credit Suisse

Deutsche Bank

Goldman Sachs

J.P. Morgan Chase

2009
 2nd half

S&P 500
Dec. ’09

Dollar vs. euro
Dec. ’09

3.50%
2.15
2.50
2.25
3.00
2.75

930

1000

1050

1060

1060

1100

1.45*

N.A.

1.45

1.3

1.45*

1.5

Revision

*Jan. 10 projection

Moving up
Wall Street economists have been boosting their forecasts for second-half 
U.S. economic growth, but also projecting further gains for the euro against 
the dollar. The euro was at $1.4171 on Friday. The S&P 500, at 1010.48 on 
Friday, is closing in on Wall Street forecasts for all of 2009.
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Jakarta foils terror plot
Police are checking
if one of those killed
is on most-wanted

Indonesian police guard the bullet-riddled farmhouse in Beji village, Central Java, on
Sunday, where commandos believe they killed terrorist Noordin Mohammed Top.

By Tom Wright

JAKARTA—Police are investigat-
ing whether a man they killed over the
weekend is one of Southeast Asia’s
most-wanted terrorists, following a
pair of dramatic raids that may have
foiled a plot to kill Indonesian presi-
dent Susilo Bambang Yudhoyono.

Indonesian police killed three
suspected terrorists—including one
who a senior antiterrorism official
said was believed to be Noordin Mo-
hamed Top, the main suspect be-
hind last month’s deadly suicide
bombings at the JW Marriott and
Ritz-Carlton hotels in Jakarta—and
uncovered a large bomb cache for fu-
ture attacks. Police said they believe
the deaths and five arrests unrav-
eled a plan to blow up the private res-
idence of Mr. Yudhoyono, who has
made fighting terrorism a hallmark
of his administration since coming
to power in 2004.

Some experts on Sunday ques-
tioned whether police had killed Mr.
Noordin, the self-proclaimed repre-
sentative of al Qaeda in Southeast
Asia. The uncertainty surrounding
the fate of Mr. Noordin, who has
eluded capture several times, under-
scores how difficult it has been to
stamp out terrorism in the world’s
largest Muslim-majority country,
despite significant strides earlier in
the decade.

Police Chief Bambang Hendarso
Danuri declined to confirm Mr. Noor-
din’s death Saturday afternoon, say-
ing police would wait for DNA tests
on the body, which should take
about a week. Later, pictures began
to circulate of the man shot dead in
the bathroom of a farmhouse near
Temanggung, a town in central
Java, a province on Indonesia’s
main island where Mr. Noordin is be-
lieved to have spent most of the past

six years on the run. Those pictures
didn’t look like Mr. Noordin, accord-
ing to people who have seen them.

Sidney Jones, an expert on Indo-
nesian terrorism with the Interna-
tional Crisis Group, a Brussels-based
conflict-resolution body, said police
were sure Mr. Noordin was in the
farmhouse based on information
from two people arrested on Friday
in Temanggung, and had confirmed
his death after the siege ended. But
she now doubts they killed Mr. Noor-
din, citing the photographs.

If Mr. Noordin is not dead, it
would be the latest in a number of
near-miraculous escapes and could
add to his stature among Indone-
sian jihadis. “I think he probably
was in the house at some point,” but
may have escaped, Ms. Jones said.

Other intelligence sources con-
tinue to believe Mr. Noordin was in
fact killed, and even if not, that
other aspects of the weekend raids
were successful enough to deal a ma-
jor blow to the embattled network
of terrorists in Indonesia. Authori-
ties in recent years have made great
strides in combating terrorism in In-
donesia, a secular Muslim country
of 240 million people, arresting hun-
dreds of alleged militants, and Mr.
Noordin’s network is now believed
to number only around 30 people.

The live television coverage of
the police offensives captivated In-
donesian audiences. Local news
channel tvOne showed live pictures
of black-clad antiterrorism police
carefully entering the farmhouse
near Temanggung after they had rid-
dled the dwelling with a volley of
shots and sent in robots to sweep
for bombs.

Earlier, police had set off con-
trolled explosions in the house, shak-
ing the building and sending plumes
of smoke into the sky. The tvOne
news channel reported that a man in-
side the building at one point called
out “I am Noordin M. Top.” After the
siege ended, ambulances arrived
and men carried coffins into the ru-
ined house while police shook hands
and congratulated one another, tele-

vision pictures showed.
At the other raid, before dawn on

Saturday near Jakarta, the capital,
police uncovered 1,000 pounds of
bombs and a car specially modified
to carry them. Police opened fire on
the car that returned to the house be-
fore dawn, killing two people and
leading to the arrest of three others.
Local media reported that the men
tried to hold out, throwing pipe
bombs at the police. The car, which
had fake plates, had been driven
from central Java, police said.

Police said that the target of the
bomb was Mr. Yudhoyono’s private
residence, located about three miles
from the house, and that terrorists
planned to hit the residence two
weeks from now.

“I extend my highest gratitude
and respect to the people for their
brilliant achievement in this opera-
tion,” Mr. Yudhoyono said on Satur-
day, the Associated Press reported.

Police also said the dwelling was
used as a safe house by Mr. Noordin
and his associates two days after
the Jakarta hotel bombings last
month. One of the men arrested had
reserved a room in the JW Marriott
that the terrorists used as their com-
mand center.

Police said one of the men killed
at the house was Aher Setyawan, a
terrorist involved in a 2004 truck
bomb attack on the Australian em-
bassy in Jakarta, which killed nine
people including the suicide
bomber. He was arrested in July
2004 before the embassy bombing
but was released two months later,
just after the attack, due to lack of ev-
idence and didn’t go to trial, accord-
ing to Ms. Jones, the expert on Islam-
ist groups in Indonesia.

Despite those successes, the ulti-
mate value of the weekend’s mis-
sions could hinge upon whether po-
lice brought down Mr. Noordin.

The 40-year-old former Malay-
sian accountant emerged as Asia’s
most wanted terrorist in recent
years, especially after recent ar-
rests of Islamic militants hobbled Je-
maah Islamiyah, a Southeast Asian

terrorist network linked to al Qaeda
that was responsible for the 2002
nightclub bombings in Bali, which
killed 202 mostly Western tourists.

After that, the senior leadership
of Jemaah Islamiyah renounced vio-
lence and Mr. Noordin and some
hard-core followers struck out
alone. His hallmark has been to hit
symbols of Western power. Last
month’s attack on the JW Marriott
and Ritz-Carlton, which killed nine
people including two suicide bomb-
ers, hit a breakfast business meet-
ing of Western businessmen.

Existing photos of Mr. Noordin,
believed to date from his 30s, show
a well-groomed Malaysian man
with a goatee and short dark hair. In
other photos, he wears glasses and
parts his hair down the middle. But
he has also adopted a number of dis-
guises, posing as an itinerant Mus-
lim cleric, a beggar and a business-
man.

Police, since 2003, have at times
been close on Mr. Noordin’s tail. In
October 2003, Indonesian police
tracked Mr. Noordin to a building in
the city of Bandung in west Java.
When police raided the house, Mr.
Noordin had vanished, leaving be-
hind some tattered identification
cards and six unexploded bombs.

Police came close again in Sep-
tember 2005, following his path to a
safe house in Java before he escaped
the search. Then, in November
2005, Indonesian police tracked Mr.
Noordin and an associate to another
safe house in central Java. His asso-
ciate died in a hail of bullets after re-
fusing to surrender, according to po-
lice officers at the scene, but only af-
ter Mr. Noordin had left. Mr. Noor-
din avoided the police yet another

time in 2006 in a raid on a house in
Wonosobo, a central Java town not
far from Temanggung.

Most recently, in June, police ar-
rested a man in Cilacap, central
Java, called Syaefuddin Zuhri, alias
Sabit, who was believed to be a close
associate of Mr. Noordin. That ar-
rest came too late to stop the
Jakarta hotel bombings the follow-
ing month, which police believe
were organized from Cilacap. But
the detention gave police informa-
tion they used to further their inves-
tigations.

Soon after the attacks, they
raided an Islamic boarding school in
the town run by Mr. Noordin’s fa-
ther-in-law and found explosives
similar to an undetonated bomb in
Room 1808 of the JW Marriott. Po-
lice also arrested Mr. Noordin’s wife
in Cilacap.

Early on Friday, their search led
them to arrest two people in a mar-
ket in Temanggung in connection
with the hotel attacks. It was un-
clear what evidence drew the police
to Temanggung, but questioning of
the two arrested men led them to
the farmhouse, which is owned by
their uncle, an elderly Islamic
school teacher. Hundreds of police
arrived at the farmhouse on Friday
and began shooting at around 5 p.m.
local time. The standoff lasted
through the night.

Around dawn on Saturday, a ma-
jor explosion was heard in the house
and later police snipers on a nearby
wooded hill intensified their attack
on the property. After the siege
ended, police cleared the house,
bringing out the dead body that offi-
cials later said they believed to be
Mr. Noordin.
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pork burgers and telling them to
feed their families “for a fiver,” or
£5, in a deal that includes the burg-
ers and six other foods.

The standoff is having a curious
result: Nearly everyone seems to be
winning. Even with the recession
dragging on, many U.K. grocers are
posting strong growth in sales and
operating profits. Whether the
party lasts after the economy recov-
ers is an open question, though,
since raising prices again after cus-
tomers get used to discounts is noto-
riously difficult.

For now, the chains are benefit-
ing largely because they moved
quickly to keep customers from de-
fecting to discounters. Some devel-
oped less-pricey, private-label fro-
zen meals when they found that
shoppers wanted food that lasted
longer. Others upped their supply of
plastic storage containers as con-
sumers kept more leftovers, and of-
fered cheaper cuts of meat for those
keen to trim their grocery bills. Still
others reinvented themselves en-
tirely. Sainsbury’s, for example, was
long known for quality
foods, but it started touting
its low prices to lure bargain
hunters.

U.K. stores are consid-
ered marketing pioneers in
the global grocery industry,
and now they’re leading the
charge in the next wave of
price wars, attacking each
other more aggressively
than they ever have and be-
sieging customers with un-
expectedly deep discounts.

U.S. grocers are also slashing
prices but didn’t start as early nor
cut to the degree their British coun-
terparts did—walk into any of the
top U.K. chains, and you’re walking
into a forest of half-off signs and ar-
rows literally pointing the way to
savings. One of the reasons: Compar-
ison shopping is easier in Britain
than the U.S. because U.K. grocers
have well-developed online busi-
nesses and uniform national prices.

The discount moves are part of a
sweeping change in British grocery
retailing. U.K. grocery stores
worked hard to differentiate them-
selves. British shoppers have long
identified with a single store and its
perceived strengths—Sainsbury’s
good food, Morrison’s low-price deli
foods, the broad range of choices at
Tesco PLC, or the low prices at Asda,
the British unit of Wal-Mart Stores
Inc.—and stayed fiercely loyal to it.

The new, singular focus on value
is changing all that, leveling the play-
ing field and creating opportunities
for each store to steal customers
from others.

Like British grocers, U.S. stores
are also seeing sales rise as more
consumers cook at home rather
than eat out. Taking a page from the

British playbook, some are adding
new house brands that are more up-
scale but still cheaper than name
brands. Gross margins on store
brands, industry experts say, typi-
cally exceed those of regular brands
by at least 10%. Supervalu Inc., the
fourth-largest U.S. food retailer
based on sales, has more than dou-
bled the number of goods in its or-
ganic private-label brand, Wild Har-
vest, since its launch in the spring of
2008. Whole Foods Market Inc.
added 5% more products to its pri-
vate-label brand, called 365, in the
past year.

Others are adopting marketing
tactics from British supermarkets,
known for their robust loyalty-card
businesses. Kroger Co., the second-
largest U.S. food seller after Wal-
Mart, is working with Dunnhumby, a
data company owned by Tesco, to
make better use of the information
provided by its loyalty card. Kroger
says keeping track of exactly what
shoppers are buying helps the com-
pany figure out what other new
products they might want, and
which kinds of discounts they might

be drawn to.
There are signs that

the U.K.-style, close cus-
tomer focus is working. In
June, Kroger posted a 13%
rise in quarterly profit,
fueled in part by higher
sales of private-label
goods. Store brands ac-
counted for 35% of the Cin-
cinnati-based chain’s item
sales for the quarter, up
three percentage points in
the past two years. The

data bank built by Dunnhumby,
Kroger says, is key to this growth.

Britain’s grocery stores were bet-
ter prepared than most when con-
sumers started cutting back. For
years, U.K. supermarkets have been
the envy of the global grocery indus-
try for their upmarket private-label
brands, nimble supply chains,
strong loyalty-card businesses and
big online components.

Wal-Mart, for instance, recently
chose Britain as the place for a new
global retail-marketing academy,
where Wal-Mart executives from
around the world will learn from
British grocery retailing. The course
is aimed at Wal-Mart executives
from outside the U.S., whose stores
are similar to Asda in that food ac-
counts for a larger share of the busi-
ness than at domestic Wal-Marts.
But Wal-Mart is also learning from
the U.K. for its home market. The re-
tailer recently started comparative
advertising based on techniques de-
veloped by Asda.

“The U.K. grocery market is com-
pletely different from that in any
other country in the world,” says
Rick Bendel, international chief mar-
keting officer of Wal-Mart. “These
are world-class, marketing-led busi-

nesses.”
But the current price war poses

risks for U.K. retailers in the future,
industry experts say, when the
stores have to move on from reces-
sion-time labels.

“Price cuts are management her-
oin,” says Darrell Rigby, head of the
global retail practice at consulting
firm Bain & Company. “They’re ad-
dictive. Customers develop a crav-
ing for big discounts and an aver-
sion to full prices. Companies get
used to the boost in volume and risk
a backlash when they try to raise
prices later.”

The cuts haven’t come without
casualties. Smaller, independent re-
tailers are losing business and mar-
ket share to the big guys, and the
drive to discount is also fueling ten-
sions with suppliers. Retailers are
pushing suppliers to bear part of the
burden of discounting, in some
cases threatening to yank products.

Duchy Originals, an organic food
company founded by Prince
Charles, says it had some of its prod-
ucts taken off the shelves of one of
the biggest supermarkets last fall af-
ter it rejected the chain’s demand to
cut the prices of its sausages by half
and of its cookies by 40%.

“We can’t afford to do that,” says
Chief Executive Andrew Baker, who
declined to name the chain. He says
the sausages still aren’t back in the
stores, and the cookies stayed off
shelves for two months. Duchy even-
tually reduced the packaging to be
able to sell the cookies at a lower
price.

The price war’s first salvos were
fired in early 2008. Retailers had ob-
served a steep drop in consumer con-
fidence, sparked by TV images of
panicked savers lining up to rescue
their money from the collapsing
bank Northern Rock. By year’s end,
Asda and Tesco decided to change
their advertising tunes—from cheer-
ful commercials featuring celebri-
ties, friendly staff and quality foods,
to hard-hitting price messages. In
January, Asda launched attack ads,
using colored arrows and simple
comparisons of Asda’s mostly lower
prices to those of its rivals.

“It was an instinctive move at a
time of confusion and congenital
hysteria, when nobody knew what
was going on,” says Robert Senior,
chief executive of Fallon, a unit of ad-
vertising group Publicis that cre-
ates Asda’s ads. “We had an answer—
everyday low prices.”

By 9 a.m. weekdays, Asda execu-
tives receive an email with lists of
prices collected from all grocers’
Web sites. Asda’s pricing team
pores over the data, and if Asda is
more expensive on any of the prod-
ucts, it immediately alerts stores to
adjust.

In March of last year, the
140-year-old Sainsbury chain joined
the fight with its campaign, “Feed

your family for a fiver.” It also
changed the look of its stores, lining
the back and center aisles with
goods on sale and putting up big
signs directing shoppers to them.
The price push was aimed at convinc-
ing gourmet shoppers that they
could still get quality foods but at a
better price.

In its most recent quarter, Sains-
bury’s posted a rise in same-stores
sales of 7.8% and announced an ag-
gressive expansion of its store net-
work. On Sunday, the retailer said it
would create 1,300 jobs in Scotland
as part of that expansion, which is
aimed at increasing its shop floor
space by 15% over the next 17
months.

This summer, Sainsbury’s, which
normally runs ads describing the
quality and provenance of its food,
also ran its first explicit attack ads in
years. Instead of its usual slogan,
“Taste the Difference,” the cam-
paign said, “Spot the Difference.” It
showed 14 identical products at iden-
tical prices in two rows—one with
an orange Sainsbury’s label and one
with the blue label of rival Tesco.

For Morrisons, the opportunity
was the opposite of Sainsbury’s. The
retailer had a reputation for low
prices, but the company says few
shoppers knew about its in-store
bakers, butchers and fishmongers.

In its current, 40-second com-
mercial, British actor Robert Lind-
say, watching fishermen in an idyllic
stream, says he wants to buy from a
“proper fishmonger, filleting it
right in front of me at a good price.”
In the first quarter of this year, Mor-
risons’ same-store sales rose 8.2%,
more than those of its three main ri-
vals. Last month, the retailer said
the strong sales growth continued
in the second quarter and upgraded
its earnings forecast for the full fis-
cal year.

“Asda and Tesco are talking
about prices, Sainsbury’s has
stopped talking about the quality of

its food and is only talking about
prices,” says Richard Warren, the
joint CEO of Morrison’s ad agency
Delaney Lund Knox Warren, a unit of
communications group Creston
PLC. “There is this incredible win-
dow of opportunity in the recession
for Morrisons to establish its qual-
ity-food credentials.”

Faced with resurgent rivals, dis-
counters and Asda’s relentless price
ads, Tesco stepped up its attacks.
With its market share nearly twice
that of its nearest competitors,
Tesco had long been the star per-
former among British food stores
and a role model for international
competitors.

In September, the company
launched a campaign to position it-
self as “Britain’s Biggest Dis-
counter,” and introduced a line of
350 new discount products. The re-
tailer is no longer allowed to use the
slogan after the country’s Advertis-
ing Standards Authority ruled last
month that the claim was “ambigu-
ous” and “likely to mislead.”

Some analysts criticized Tesco’s
budget brands for complicating its
product lineup and confusing its cus-
tomers. But others said Tesco’s
broad range is attractive for shop-
pers, who trade down on staples like
detergent but buy premium ice
cream or ready meals to replace res-
taurant visits. The company says
30% of all shopping baskets now in-
clude a discount product. In the
most recent quarter, same-store
store sales rose by 4.3%—less than
at Asda, Morrisons or Sainbury’s.

For all the stores’ efforts to stand
out on price, some shoppers say the
battle makes them look only more
similar. “The shops all do the same
thing,” said Monica Lombard, a
31-year-old video producer, sur-
rounded by discount signs in the cen-
ter aisle of a large Sainsbury’s store
one recent morning. “What’s on of-
fer here is probably on offer at Tesco
as well.”

Continued from first page

Downturn proves a saving grace for U.K. supermarkets

Basque separatists claim responsibility for Mallorca bombings

FROM PAGE ONE

Marc Bolland

ASSOCIATED PRESS

MADRID—Two small bombs
blamed on Basque separatist group
ETA exploded Sunday in downtown
locations on the Spanish resort is-
land of Mallorca, causing no inju-
ries, the government said. Police de-
fused a third device found nearby.

The blasts occurred just over a
week after ETA claimed responsibil-
ity for killing two police officers in
Mallorca in attacks aimed at striking
fear among tourists at the height of
the summer holiday season.

One bomb exploded in La Rigoleta

restaurant on the Can Pere Antoni
beachfront in Palma de Mallorca and
the second in an underground pas-
sage at the central Plaza Mayor
square, the government said. Officers
deactivated a bomb left at Bar Enco.

PolicesearchedahotelontheMedi-
terranean island’s popular beachfront
capital, Palma de Mallorca, for a possi-
blefourth bomb,the governmentsaid.

Earlier Sunday, ETA claimed re-
sponsibility for four other bomb-
ings this summer that killed three
people—including the two police of-
ficers killed in Mallorca on July

30—and injured dozens more.
Spain’s state-run broadcaster TVE

said on its late afternoon news bulle-
tin that one bomb that exploded was
inabeachbaghiddenintheceilingofa
women’s bathroom in the restaurant.

The restaurant had been evacu-
ated following two phone calls
made to a taxi company in mainland
Spain’s northern Basque region, El
Pais newspaper said. The caller, who
said he was calling on ETA’s behalf,
warned of the bombs.

Mallorca is one of Europe’s main
tourist destinations. In June, about

2.6 million passengers used Mal-
lorca Airport while more than 22 mil-
lion passed through it last year.

In past years, ETA has often tar-
geted Spain’s tourist industry with
small bombs during peak summer
vacation months in an effort to dis-
rupt trade and force the govern-
ment to negotiate with them.

Spain has vowed to crush ETA
since the group ended what it had
said was a permanent cease-fire
with a bombing that destroyed a
Madrid airport parking garage and
killed two people in 2006.

In a statement published Sunday
in Basque newspaper Gara, the group
claimed responsibility for attacks
that left three people dead and 60 in-
juredinJuneandJuly.Theattacksco-
incided with ETA’s 50th anniversary.

On Saturday, the Basque regional
government and Spain’s National
Court banned all pro-separatist
marches scheduled in the northern
seaside resort of San Sebastian,
which is celebrating an annual festi-
val. Police clashed with demonstra-
tors late Saturday, and two alleged
separatists were detained.

*Asda, a unit of Wal-Mart Stores, Inc., does not disclose full-year sales figures
Note: 2009 fiscal years ended Feb. 28 for Tesco, March 21 for Sainsbury’s and Feb 1. for Morrisons
Sources: the companies

Food fight
Sales are rising at big British grocers as they step up 
their price wars.* Data in billions
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U.S. Gen. Stanley McChrystal, center, meeting with Afghan citizens, said he will shift troops to cities to counter a surge in violence.

The Taliban have gained the up-
per hand in Afghanistan, the top
American commander there said,
forcing the U.S. to change its strat-
egy in the eight-year-old conflict by
increasing the number of troops in
heavily populated areas like the vola-
tile southern city of Kandahar, the in-
surgency’s spiritual home.

Gen. Stanley McChrystal warned
that means U.S. casualties, already
running at record levels, will remain
high for months to come.

In an interview with The Wall
Street Journal, the commander of-
fered a preview of the strategic as-
sessment he is to deliver to Washing-
ton later this month, saying the
troop shifts are designed to better
protect Afghan civilians from the ris-
ing levels of Taliban violence and in-
timidation. The coming redeploy-
ments are the clearest manifesta-
tion to date of Gen. McChrystal’s
strategy for Afghanistan, which
puts a premium on safeguarding the
Afghan population rather than hunt-
ing down militants.

Gen. McChrystal said the Taliban
are moving beyond their traditional
strongholds in southern Afghani-
stan to threaten formerly stable ar-
eas in the north and west.

The militants are mounting so-
phisticated attacks that combine
roadside bombs with ambushes by
small teams of heavily armed mili-
tants, causing significant numbers
of U.S. fatalities, he said. July was
the bloodiest month of the war for
American and British forces, and 12
more American troops have already
been killed in August.

“It’s a very aggressive enemy
right now,” Gen. McChrystal said in
the interview Saturday at his office in
a fortified NATO compound in Kabul.
“We’ve got to stop their momentum,

stop their initiative. It’s hard work.”
In an effort to regain the upper

hand, Gen. McChrystal said that he
will redeploy some troops currently
in sparsely populated areas to cities
like Kandahar, and that many of the
4,000 American troops still to arrive
will be deployed in urban centers.

The Obama administration is in
the midst of an Afghan buildup that
will push U.S. troop levels here to a
record 68,000 by year end. There
are roughly another 30,000 troops
from North Atlantic Treaty Organi-
zation countries and other allies.

Gen. McChrystal’s predecessor,
Gen. David McKiernan, had an out-
standing request for 10,000 more
troops. Gen. McChrystal said he

hadn’t decided whether to request
additional U.S. forces.

Several officials who have taken
part in Gen. McChrystal’s 60-day re-
view of the war effort said they ex-
pect him to ultimately request as
many as 10,000 more troops—a re-
quest many observers say will be a
tough sell at the White House. The
U.S. war effort in Afghanistan cur-
rently costs American taxpayers
about $4 billion a month.

Gen. McChrystal also said he
would direct a “very significant” ex-
pansion of the Afghan army and na-
tional police—which would double
in size under the plans being final-
ized by senior U.S. military officers
here—and import a tactic first used

in Iraq by moving U.S. troops onto
small outposts in individual Afghan
neighborhoods and villages.

One person briefed on the assess-
ment said it will recommend increas-
ing the Afghan army to 240,000
from 135,000 and the Afghan police
to 160,000 from 82,000.

One official noted that the emerg-
ing American plans to double the
size of the Afghan army and police
will require thousands of additional
U.S. trainers. The U.S. will also need
more troops if security conditions
in north and west Afghanistan con-
tinue to deteriorate, the official
said. “The demand and the supply
don’t line up, even with the new
troops that are coming in,” he said.

The prospect of more U.S. troops
rankles some of Gen. McChrystal’s
advisers, who worry that the Ameri-
can military footprint in Afghani-
stan is already too large. “How many
people do you bring in before the Af-
ghans say, ‘You’re acting like the
Russians’?” said one senior military
official, referring to the Soviet occu-
pation of Afghanistan in the 1980s.

There are signs of growing U.S. un-
ease about the direction of the war ef-
fort. Initial assessments delivered to
Gen. McChrystal last month warned
that the Taliban were strengthening
their control over Kandahar, the larg-
est city in southern Afghanistan.

American forces have been wag-
ing a major offensive in the neighbor-
ing southern province of Helmand,
the center of Afghanistan’s drug
trade. Some U.S. military officials be-
lieve the Taliban have taken advan-
tage of the American preoccupation
with Helmand to infiltrate Kandahar
and set up shadow local governments
and courts throughout the city.

Gen. McChrystal said in the inter-
view that he planned to shift more
U.S. troops to Kandahar to bolster
the Canadian forces that currently
have primary security responsibil-
ity for the region. Despite the mount-
ing concern about the Taliban’s infil-
tration of Kandahar, the additional
American troop deployments there
have only begun in recent days, with
the arrival of new reinforcements
that will continue into the fall.

Gen. McChrystal defended the
military’s decision to focus first on
Helmand. The current operation was
meant to disrupt the Taliban’s lucra-
tive drug operations there, he said.

Gen. McChrystal said his new
strategy had to show clear results
within 12 months to prevent public
support for the war from evaporat-
ing in both the U.S. and Afghanistan.

“This is a period where people
are really looking to see which way
this is going to go,” he said. “It’s the
critical and decisive moment.”

U.S. changes strategy in Afghanistan to counter Taliban

Stage set for jobs rebound
American businesses
could hire quickly
as economy improves
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By Justin Lahart

The rapid pace at which busi-
nesses shed jobs during the reces-
sion comes with a flip side: Workers
will need to be hired back quickly as
the economy improves.

So deep have companies cut jobs
that Friday’s employment report,

which showed that
the U.S. economy
lost a quarter-mil-
lion jobs in July,
was seen as a relief.

Since the recession began in Decem-
ber 2007, U.S. payrolls have fallen by
6.7 million, according to the Labor
Department. That’s a 4.8% decline, a
level not seen since the late 1940s.

“Firms were unusually aggres-
sive in cutting costs and cutting em-
ployment,” said James O’Sullivan,
an economist with UBS. “The flip
side of that remains to be seen, but it
could mean that companies will be
quicker to bring back people be-
cause they were more aggressive
about getting rid of them.”

Businesses say they are running
lean. Philadelphia staffing and out-
sourcing company CDI Corp. has

seen demand for its services fall
sharply in response to the recession.
Its engineering services business,
for example, has seen a 22% drop-off,
said Chief Executive Roger Ballou.
But the company has cut staff deeply
enough that it doesn’t have many
idle hands, and Mr. Ballou said that’s
true at CDI’s customers as well.

“I’m unaware of any firm out
there today that has lots and lots of
people sitting on the bench, waiting
for business to come back,” said Mr.
Ballou. As a result, he thinks jobs will
come back more quickly as the econ-
omy recovers than they did in 2001.

To be sure, even as more compa-
nies begin to hire as the economy re-
covers, it could take years before
payrolls reach their prerecession
level. With Americans spending
more cautiously in response to the
massive losses in wealth associated
with this recession, some jobs may
simply never come back.

“We are going through an impor-
tant transition in the U.S. economy
away from consumer discretionary
and housing expenditures towards
more exports and research and de-
velopment,” said Northern Trust
economist Paul Kasriel. “It’s going
to take a lot of time for workers to re-
train and get skills in those areas.”

Moreover, with manufacturers
continuing to make strides at wring-
ing more production out of fewer
workers, even as demand picks up,

they may be able to hold off on hiring.
Manufacturers began cutting work-
ers in 1998, long before the 2001 re-
cession started, and they kept cutting
them through the subsequent recov-
ery and into the current downturn.

And a quick labor-market recov-
ery would be a break from what has
happened in recent downturns. Af-
ter the brief 2001 recession ended,
the economy continued to shed jobs
for nearly two years, and after the
1990-91 recession, jobs growth sput-
tered. The two experiences led econ-
omists to conclude that there had
been a shift in the behavior of the
job market, which in the past recov-
ered quickly after recessions.

That said, one thing different
about this recession—and one more
reason the job market may come back
more quickly than in the downturns
of 2001 and 1990-91—is that so many
of the job losses have been at the ser-
vice-related companies that have
come to dominate U.S employment.
Since the recession began, 3.3 million
service-sector jobs have been lost, a
2.9% decline that is the largest in data
going back to 1939. In comparison,
the previous two recessions each saw
service-sector jobs fall by 0.5%.

Many service-related firms may
have a more pressing need to rehire
workers as demand comes back
than manufacturers do.

“In our industry, staffing is
driven strictly by the number of

guests we have to take care of,” said
Peggy Mosley, owner of the Grove-
land Hotel in Groveland, Calif. “In
the hospitality business, that’s
where we have to excel.”

With 30 employees, Ms. Mosley’s
hotel, near the northern entrance to
Yosemite National Park, is at its high-
est staffing level in 19 years of busi-
ness. More Americans are vacation-
ing closer to home, she said, and be-
cause she doesn’t cater to business
travelers she hasn’t seen the drops
in occupancy many of her counter-
parts across the country have seen.

But the biggest reason jobs
might bounce back quicker from
this downturn than the past two re-
cessions, said Comerica Bank econo-
mist Dana Johnson, is that the econ-
omy looks likely to see a much big-
ger bounce as it recovers.

Gross domestic product—the
value of all goods and services pro-
duced by the economy—has fallen
by 3.9% since economic output
peaked last year, marking the steep-
est decline since the end of World
War II. In contrast, the 2001 and
1990-91 recessions were among the
shallowest on record.

History says that given the depth
of the downturn, GDP should grow
at a 6% to 8% rate over the next year,
according to Mr. Johnson. But be-
cause of the financial stress that has
come with this recession, he expects
it will grow at a 4% rate.

“What people forget is that a
deeper recession has conse-
quences,” Mr. Johnson said. “There
is a considerable relationship be-
tween the depth of recessions and
subsequent recoveries.”

LEADING THE NEWS

Source: U.S. Labor Department
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Radiohead offers a peace anthem
Band pays tribute
to last British veteran
of World War I

By Jim Fusilli

With little fanfare last week, Ra-
diohead made a new track available
for download on its Web site. Enti-
tled “Harry Patch (In Memory Of),”
it demonstrates how the band views
the contemporary music business—
and how little regard it has for the
conventional view of what a rock
band should do.

The song is a moving tribute to
Patch, who was believed to be the
last surviving British soldier to have
fought in World War I. He died on
July 25 at age 111. In September 1917,
Patch was wounded by a bomb that
killed three of his comrades at the
Battle of Passchendaele, one of the
most horrific actions of the war that
saw British casualties in the hun-
dreds of thousands during the three
months it lasted. In a 2005 interview
with the BBC, Patch said that he went
80 years without discussing his war
experiences, even with his family.

But through his longevity, Patch
became a reluctant spokesman,
eventually testifying with candor to
what he had witnessed in France
more than four-score years ago. He
said that he still had nightmares
about the bomb that struck his unit.

Radiohead’s Thom Yorke heard
the BBC interview. “The way he
talked about war had a profound ef-
fect on me,” Mr. Yorke wrote in a
note posted on www.radiohead.

com. “It became the inspiration for
a song that we happened to record a
few weeks before his death.”

The process of marketing “Harry
Patch (In Memory Of)” shifts
slightly the direct-to-consumer
strategy the band first used in Octo-
ber 2007 with the release of “In Rain-
bows.” Initially, fans could down-
load the album from the band’s Web-
site, paying what they wished.
About 10 weeks later the album was
sold through conventional vendors
at a price in line with today’s CDs
and downloads.

The band has made this new re-
lease available for £1 ($1.68). But in-
stead of going to the band, the pro-
ceeds go to a charity, the British Le-
gion, which supports British veter-
ans and their families—not exactly a
trendy cause in rock circles. Thus
far, the song is not available via any
other vendor. It may be part of a
forthcoming album or perhaps not—
the band hasn’t said. (Radiohead de-
clined a request to discuss the new
song.) But it’s clear the band envi-
sions an intimate relationship with
the end consumer.

As a piece of music, “Harry Patch
(In Memory Of)” works beautifully,
beginning with its concept. Here is
an antiwar song that celebrates the
heroism of a soldier through a selec-
tion of his own words. “I’ve seen dev-
ils coming up from the ground / I’ve
seen hell upon this earth,” Mr. Yorke
sings. The Patch-Yorke narrator
draws us in by subjecting us to
Patch’s nightmarish experience: “I
am the only one who got through,” is
the opening line, followed by, “The
others died where ever they fell. It
was an ambush.” After declaring

that country leaders, rather than or-
dinary citizens, should fight wars,
the narrator moves to his conclu-
sion: “They will never learn.” This is
no knee-jerk screed by a pampered
rock star or armchair blowhard who
never saw battle. It’s the conclusion
of a soldier who lived 91 years with
harrowing memories.

Mr. Yorke is one of rock’s most un-
derrated lyricists. He’s inferred that
he writes under duress—Radiohead
songs need words, he seems to say,
and since he has to sing them, the re-
sponsibility has fallen his way. He
tinkers with them, editing them right
up until they’re recorded.Butdespite
being a reluctant writer, he’s pro-
duced some remarkable lyrics that
show his sympathy for emotional
frailty and crippling self-doubt.

On “Harry Patch (In Memory Of),”
Mr. Yorke opens in a childlike fal-
setto,playingin gingerlyamidthe or-

chestra as if he is representing the
frightened young teenage soldier
within Patch who’s reluctant to
speak. Overwhelming sadness colors
the line “died where they fell.” Mr.
Yorke’s voice is mixed so that it
seems to be coming from a great dis-
tance,a technique the grouphas used
in the past. As it is in “Videotape,” the
song arrives with a ghost echo.

As remarkable as is Mr. Yorke’s
performance, it’s Jonny Green-
wood’s score for orchestra that
makes “Harry Patch (In Memory Of)”
a masterly achievement. As he dem-
onstrated in his composing for the
film “There Will be Blood”—which
bears no resemblance to his work
here—Mr. Greenwood is at ease with
the vocabulary of classical music.
With rich, gently swirling strings
and without the band’s customary
rhythm section, he creates what is
by turns a eulogy andan anthem, mu-
sic with a solemnity and tension that
evokes Olivier Messiaen. For all the
evocative orchestrations in the Ra-
diohead canon, and in Mr. Green-
wood’s work outside the group,
there is nothing as elegant as what
the band is doing here.

And so it’s not a rock song. But
Mr. Yorke’s vocal approach clearly
links to even the earliest days of the
group with its eerie intensity.
“Harry Patch (In Memory Of)” re-
minds us that, with Radiohead, the
unexpected isn’t merely a ploy. It’s a
new approach to modern music
that’s often thrilling.

“It would be very easy for our
generation to forget the true horror
of war, without the likes of Harry to
remind us,” Mr. Yorke writes on the
band’s Web site. “I very much hope
the song does justice to his memory
as the last survivor.”

ber of merchants in order to negoti-
ate better prices through larger or-
ders. Sommeliers rebalanced their
wine lists, adding more moderately
priced choices and more options by
the half bottle or glass.

By December, four of Mr. Ram-
say’s overseas locations—Los Ange-
les, New York, Paris and Prague—
were bleeding cash. In these loca-
tions, Mr. Ramsay handled other
food and beverage business in the
hotel where each restaurant was
housed, including room service.
That meant his labor costs were
much higher. Even before the down-
turn, those four locations had a com-
bined loss of £500,000 for the fiscal
year ended August 2008, according
to the company.

Mr. Ramsay says the mounting
overseas losses caused his company
to breach terms on a £10.5 million
loan facility with the Royal Bank of
Scotland. The week before Christ-
mas, the bank sent in its auditors to
comb through the books. Their rec-
ommendation: File for bankruptcy
protection. A bank spokeswoman de-
clined to comment.

Faced with losing the business,
Mr. Ramsay sold his Ferrari, dis-
cussed with his wife the possibility
of selling the house and considered
selling a stake in the business. In-
stead, he and his father-in-law set
out to fix the problems.

Messrs. Ramsay and Hutcheson
say they negotiated the terms of the
loan with the bank and looked for
more cost reductions. To save on
staff pay, they closed two London
restaurants during slow times of the

week. Mr. Ramsay says he encour-
aged his chefs to choose more eco-
nomical ingredients, banning expen-
sive out-of-season asparagus and us-
ing shank or brisket rather than
more expensive cuts of meat like rib-
eye, strip loin or fillet. A spokes-
woman for Mr. Ramsay said that
lower-cost ingredients would be re-
flected in the menu prices.

“I didn’t want to see any menus
laced with caviar. I wanted all that
formal glam gone,” he recalls telling
a gathering of about 40 of his chefs
in January at his restaurant in Clar-
idge’s hotel. Mr. Ramsay says his
goal was to make menus more “ac-
cessible” to diners.

It’s too early to tell whether the
menu and staff changes will affect his
ratings or his standing with review-
ers.Severalrestaurantguides,includ-
ing Michelin, are updating their re-

views, which are due to be published
in coming weeks and months.

By the end of January, Mr. Ram-
say had agreed with Blackstone to
exit Prague and transfer ownership
of the Paris and Los Angeles restau-
rants to the hotels that house them.
Rather than paying rent, Mr. Ram-
say receives fees for licensing the
Ramsay name, provides key person-
nel and advises on menus.

Mr. Ramsay turned to New York,
where he runs a two-star Michelin
dining room and a less formal restau-
rant under the Maze name, both
housed in The London hotel in mid-
town Manhattan. He shut the
45-seat upmarket dining room at
lunch to halve staff costs, removed
flowers from the tables to save
$4,000 a month, and introduced a
$65 pre-theater menu to get more
traffic through the door. The menu

builds on humble ingredients such
as mackerel, fluke and chicken,
whereas the regular $110 dinner
menu also offers langoustines, diver
scallops and veal sweetbreads.

As a result of the changes, the
New York operations for the month
of Maywere $5,000 short of breaking
even, which Mr. Ramsay says was an
improvement over previous months.

Still, revenues at Mr. Ramsay’s
company dropped sharply in the
first two months of this year—down
15% from 2008 for both January and
February. Accounts filed in July for
the fiscal year ended Aug. 31, 2008,
show the company swung to a loss
of £100,063, from a profit of £1.4 mil-
lion a year earlier, and sales fell 14%
to £35.6 million.

Mr. Ramsay says the company
now runs more efficiently and busi-
ness is improving. Sales for May
were up 5% from a year ago, he says,
though that includes revenue from
three restaurants that opened in the
past year. Customers are spending
about5% less per person, on average.

Yet in spite of his bankruptcy
scare, the celebrity chef is back in ex-
pansion mode. Mr. Ramsay has just
opened one restaurant in Italy and
plans to open another one there this
month. He also has plans for others
in Australia and Qatar next year. He
says the new places entail less risk
because he doesn’t own them. He’s
providing his name, key staff and
menu advice in exchange for fees.

“I was slightly naive to think”
that the ownership model could
work anywhere in the world,” says
Mr. Ramsay. Now, he says, “some-
body else takes the risk.”

Continued from page 29

Reality hits home for celebrity chef Ramsay

Harry Patch prior to the Armistice
anniversary reception in 2008.

Fo
x 

Br
oa

dc
as

ti
ng

 C
o.

MARKETPLACE

A
ss

oc
ia

te
d 

Pr
es

s

By Jeffrey A. Trachtenberg

A provider of subscription e-text-
books for college students is making
its 7,000-plus titles accessible on Ap-
ple Inc.’s iPhone and iPod Touch as
interest heats up in the digital text-
book arena.

The new applications, free for
subscribers to CourseSmart LLC,
will let students access their full
electronic textbooks, read their digi-
tal notes and search for specific
words and phrases.

“Nobody is going to use their
iPhone to do their homework, but
this does provide real mobile learn-
ing,” said Frank Lyman, CourseS-
mart’s executive vice president. “If
you’re in a study group and you have
a question, you can immediately ac-
cess your text.”

The move comes as Amazon.com
Inc. is shipping its $489 large-
screen Kindle DX e-reader, which is
aimed in part at college students.
Amazon is overseeing a DX pilot pro-
gram at seven colleges this fall in-
volving hundreds of students who
will experiment with reading text-
books digitally. Last week, McGraw-
Hill Education, a unit of McGraw-
Hill Cos., said it is making about 100
college textbooks available for use
on Amazon’s Kindle and Kindle DX.

CourseSmart’s titles aren’t avail-
able on either Amazon device. Mr.
Lyman said he would like to see his
books available wherever college
students want them but that the two
companies haven’t yet had any con-
versations.

CourseSmart, which launched in
2007 as a joint venture of six higher-
education publishers, including
McGraw-Hill Education and Pear-
son PLC’s Pearson Education, oper-
ates on a subscription model. Typi-
cally students rent a book for 180
days; when their subscription ex-
pires, they lose access to the title.

The company, which doesn’t re-
lease financial results, offers its digi-
tal books at about 50% of the retail
price of the corresponding physical
textbook. Although students can’t
resell their e-textbooks, Mr. Lyman
noted that they typically don’t get
more than 50% of what they paid for
a new book when they resell it.

“Textbooks are the missing link
in the e-reader content base,” said
Sarah Rotman Epps, an analyst with
Forrester Research, Inc. “The prob-
lem so far is that college students
haven’t really been interested in
reading on their laptops. The iPhone
will help create excitement and gen-
erate awareness of e-textbooks.”
Mr. Lyman said he believes that lack
of awareness has been the largest
barrier to students trying e-text-
books.

Albert N. Greco, a professor at
the Fordham Graduate School of
Business Administration who stud-
ies the book industry, estimates that
printed college textbook sales this
year will reach $5.02 billion, up 3.5%
from last year. He expects college
e-textbooks to hit $117.5 million in
sales in 2009, up 10.3%.

“Once the recession ends, we will
see a major, national push to make
all higher education textbooks avail-
able in digital formats, as well as a
move in that direction for high
school textbooks,” Mr. Greco said.

Publisher to offer
college textbooks
on iPhones, iPods

Chef Ramsay yells at Tek, a line cook from New York, during dinner service on a
recent episode of the 'Hell's Kitchen' reality-television show.
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EU regulator draws rebuke for lapse involving Intel review

U.S. says Kim’s overture won’t change Obama’s nuclear stance

Russia’s superluxury-car dealers do a 180
As demand skids,
even Maybach, Rolls
resort to promotions

Driving in reverse
Number of imports of premium 
luxury brands in the first six 
months in Russia
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Rolls-Royce

Ferrari

Bentley
Percent
change

Sources: Avtostat; ITAR-TASS (photo)
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LEADING THE NEWS

By Charles Forelle

BRUSSELS—The European
Union’s ombudsman issued a rare re-
buke of the bloc’s antitrust regula-
tor, saying it failed to record “poten-
tially exculpatory” evidence from a
witness in its investigation of chip
giant Intel Corp.

The case ended in May with a find-
ing of monopoly abuse and a Œ1 bil-
lion ($1.44 billion) fine. The ombuds-
man, P. Nikiforos Diamandouros, has
no authority to change the outcome,
but he is one of the few independent
checks on the EU’s powerful execu-
tive arm, the European Commission.

The ombudsman’s report, which
followed a July 2008 complaint
from Intel, shines an embarrassing
light on normally opaque proce-
dures at one of the world’s most pow-
erful and aggressive antitrust en-
forcers. The commission is establish-
ing a record of taking on U.S. tech gi-
ants including Intel and Microsoft
Corp., but its procedures are increas-
ingly a focus of complaint from tar-

geted companies.
In the as-yet-unpublished re-

port, reviewed by The Wall Street
Journal, Mr. Diamandouros said the
commission committed “maladmin-
istration” by not recording in the
case file a formal account of an Au-
gust 2006 meeting between commis-
sion investigators and a senior Dell
Inc. executive who was providing ev-
idence in the case. The reports says
that the executive, who isn’t identi-
fied, is believed to have told investi-
gators that Dell viewed the perform-
ance of Intel rival Advanced Micro
Devices Inc. as “very poor.”

That could imply that Dell chose
Intel chips for technical reasons,
rather than because it was muscled
into doing so. The EU concluded in
the case that some manufacturers
bought all or nearly all of their chips
from Intel out of fear of losing valu-
able rebates if they turned to AMD.

Largely because there was no
record of the discussion, it isn’t clear
precisely what the executive said—
nor what time period his statements

referred to. In fact, that year Dell
broke years of de facto exclusivity and
began selling servers with AMD chips.

A Dell spokesman said the com-
pany cooperated with the EU, but he
declined to elaborate. An EU spokes-
man declined to comment on the om-
budsman’s report, as did a spokes-
woman for AMD and a spokesman
for Intel.

The evidence from the single Dell
meeting isn’t likely to have swayed
the huge and complex case one way
or the other. The EU has said it identi-
fied anticompetitive conduct in In-
tel’s dealings over five years with
five computer manufacturers, includ-
ing Dell, and one computer retailer.
It is impossible to assess the evi-
dence because the EU’s 542-page de-
cision condemning Intel and impos-
ing the fine remains confidential.

The Intel case was marked by ran-
cor on both sides. In the investiga-
tion, Intel took the unusual step of go-
ing to an EU court in Luxembourg to
force the commission to add docu-
ments to the case file; the regulator

dismissed that as a delaying tactic. In
another appeal lodged with the Lux-
embourg court in July, Intel claims
among other things that the regula-
tor violated human-rights protec-
tions meant to ensure a fair defense.

Complaining to the ombudsman,
who is known for thorough and rela-
tively rapid investigations but usu-
ally sets his sights on smaller-bore
targets, is a rare step in an antitrust
case. Irish budget carrier Ryanair
Holdings PLC, a frequent antagonist
of EU authorities, alleged in 2007
that the commission had leaked doc-
uments related to its never-consum-
mated merger with Aer Lingus to
the press. The ombudsman didn’t
support the allegation but re-
quested the commission tighten up
its confidentiality procedures.

In August 2006, commission in-
vestigators interviewed the Dell ex-
ecutive, who had also testified about
Intel in 2003 before the U.S. Federal
Trade Commission. In early 2008, In-
tel asked for a copy of the record of
the interview. (Typically, in formal

interviews, minutes are taken and
the interviewee is asked to acknowl-
edge his agreement with them.)

The commission told the com-
pany that it “did not interview” the
Dell executive during the meeting
“and no minutes of the meeting
were taken,” according to the om-
budsman’s report.

The commission later said one in-
vestigator wrote an “aide memoire”
six days later that included his im-
pressions of the meeting, but that it
was an internal document that Intel
couldn’t look at. The commission
also argued that it had discretion to
determine what should and should
not be considered exculpatory evi-
dence, and that the information pro-
vided by the Dell executive might
have duplicated other material al-
ready in the case file.

The ombudsman found that the
commission’s discretion wasn’t so
broad and that some information
provided by the Dell executive
wasn’t already in the file at the time
of the meeting.

By Jess Bravin

And Jay Solomon

WASHINGTON—North Korean
leader Kim Jong Il told former U.S.
President Bill Clinton last week that
Pyongyang wants to improve ties
and hold bilateral talks with the
U.S., in an apparent effort to break
the North’s growing isolation.

U.S. officials said Mr. Kim’s over-
ture, which they outlined for the

first time on Sunday, wouldn’t alter
President Barack’s Obama’s strat-
egy in pushing Pyongyang to give up
its nuclear-weapons program.

Appearing on “Fox News Sun-
day,” National Security Adviser Jim
Jones said Messrs. Clinton and Kim
spoke for about 3µ hours during Mr.
Clinton’s trip there last week to seek
the release of two American report-
ers held by Pyongyang.

“Reportedly, they discussed the

importance of denuclearization, in
terms of weapons systems, of the
North Korean peninsula, the Korean
Peninsula, and in addition to … talk-
ing about other things that the
former president may have wished
to discuss,” Gen. Jones said. “The
North Koreans have indicated that
they would like a new relation, a bet-
ter relation with the United States.”

Gen. Jones said Mr. Kim was “in
full control of his organization, his

government. ... He certainly appears
to still be the one who is in charge.”
Other U.S. officials played down re-
ports that the reclusive North Ko-
rean leader had pancreatic cancer.

Pyongyang tested a nuclear de-
vice in May and has launched a series
of missiles in recent months, dealing
a blow to progress that had been
made under the Bush administration
during so-called six-party talks
aimed at denuclearizing the Korean

peninsula. Besides North Korea and
the U.S., those talks included China,
South Korea, Russia and Japan.

The U.S. officials reiterated that
the U.S. was open to holding bilat-
eral talks with North Korea, but only
through the six-nation framework.
They added that Washington
wouldn’t provide any new economic
or diplomatic incentives to North
Korea until it lives up to its previous
commitments to disarm.

By Daria Solovieva

MOSCOW—The recession has
halved auto sales in Russia, so it
isn’t surprising that the streets
here are plastered with ads touting
deals on new cars.

But along with the familiar
pitches for Fords and Toyotas are
seldom-seen financing and trade-in
offers on superluxury brands like
Bentleys and Ferraris.

Before the global economic slow-
down, Russia’s superrich quickly
snapped up such cars. Brands like
Bentley, Lamborghini and Ferrari
scrambled to open local dealer-
ships to keep up with demand. Even
so, would-be buyers had to wait
months, dealers say.

But the once-red-hot Russian
market has gone cold so fast that
even the auto industry’s most up-
market nameplates, obsessed with
preserving their exclusive images,
aren’t just advertising, but resort-
ing to mass-market promotional
tactics like trade-ins.

“Everyone is offering discounts
now,” says Yuri Yanykin, a trade-in
manager at Avilon, a Moscow
dealer for Maybach, Daimler AG’s
superluxury brand. He says Avilon
is offering a Œ100,000 ($141,850)
discount on a 2008 Maybach 62 se-
dan, bringing the price to Œ650,000.
(In Russia, luxury cars are typically

priced in euros, rather than rubles.)
“The luxury market is dead right

now,” says Vasily Kuznetsov, the
president of Russia’s Supercars
Drivers Club, an association of ex-
otic-car owners. “I do not know any-
one who has bought a new car since
the crisis hit.”

Still, luxury-car sales have held
up better than the Russian market
as a whole, declining 36% in the
first half, less than the 50% decline
in the overall market.

Superluxury brands don’t re-
port sales regularly, but Avtostat,
an auto-industry group that moni-
tors Russian imports, reported an
average 60% decline in imports of
the Bentley, Ferrari, Rolls-Royce
and Lamborghini brands in the first
half of this year.

Mercury, a luxury-goods com-
pany that is the official Russian
dealer for Bentley, Ferrari, Maser-
ati and Lamborghini, doesn’t dis-
close sales figures. But Oskar
Akhmedov, head of Mercury’s auto-
motive division, says it will main-
tain 2008 sales levels this year for
Ferrari and Maserati, because of
limited production.

At Mercury’s Ferrari dealership
here, there is still a waiting list of
five to six months for the popular
California, but other models such
as the F430 Spider and F430 Scude-
ria are available immediately. A
2008 Scuderia Spider, which cost
Œ325,000 last year, now costs
Œ295,000, nearly a 10% discount, ac-
cording to salesman Andrei Shiba-
yev. He says discounts can range

from 10% to 30% on new cars.
Mr. Akhmedov, however, says

there are no direct discounts, add-
ing that the Scuderia Spider’s lower
price is because the car has been
used in test drives.

“We used to have waiting lists,
but not anymore,” says Vyacheslav
Kuzera, a Bentley salesman at Mer-
cury’s Tretyakovsky Proezd loca-
tion, behind Moscow’s Red Square.
Mercury also has a dealership in St.
Petersburg and a showroom in
Krasnodar.

Bentley reached its peak in Russia
in 2006, selling 265 Bentley cars,
making Russia its largest market in
Europe behind the U.K. and Germany.

This spring, Moscow’s most fash-
ionable streets were festooned
with banners advertising finance

and trade-in offers on Bentleys.
Though the banners have since
been taken down, car owners can
still trade in a used car of any model
and of any vintage for the latest
Bentley, Maserati or Lamborghini
or other brands Mercury special-
izes in.

The Bentley finance program
combines a trade-in program with a
loan program. “A new Bentley can
cost Œ6,000 to Œ9,000 a month,”
says Mercury’s Mr. Akhmedov. Bent-
ley and Lamborghini buyers also
can buy discounted insurance
through the dealership, which can
save an average of Œ6,000 to Œ9,000
a year, according to Mercury.

“These are not discounts,” says
Mr. Akhmedov. “This is active devel-
opment of financial and other in-
struments that allow us to attract
new clients.”

A Bentley spokeswoman in Eu-
rope said she wasn’t aware of the
scope of Mercury’s trade-in pro-
gram for Bentleys and expressed
surprise to hear it allowed to trade-
ins of nonluxury brands. A Ferrari
spokesman in Italy said lower
prices were standard practice, but
not discounts.

Russian car dealers have been
more aggressive than their Euro-
pean counterparts in tackling plung-
ing sales, analysts say. “In Russia
luxury-car dealers work hard to get
these discount programs, and
aren’t afraid to experiment,” said Al-
exander Yeremenko, managing di-
rector of consulting firm Brand Lab
Russia. “In Europe they have been
trying to build these brands there
for too long to experiment.”
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Reality hits home for Gordon Ramsay
Celebrity chef known
as taskmaster on TV
is facing tough times

By Cassell Bryan-Low

LONDON—On the reality TV
show “Kitchen Nightmares,” foul-
mouthed celebrity chef Gordon Ram-
say helps unknown chefs turn
around troubled restaurants. But
the brash advice he dishes out to oth-
ers hasn’t helped keep his own fine-
dining empire out of trouble.

As well-heeled diners went into
hibernation, four of Mr. Ramsay’s
high-profile restaurants—in Los An-
geles, New York, Paris and
Prague—“were starting to hemor-
rhage” cash last year, Mr. Ramsay
said. He breached terms on £10.5 mil-
lion, or $17.5 million, in loans that
were partially backed by his per-
sonal fortune. An auditor recom-
mended his company, Gordon Ram-
say Holdings Ltd., file for bank-
ruptcy. Mr. Ramsay sold his Ferrari
and considered unloading his multi-
million-dollar London home.

“All of a sudden, this whole thing
was nothing to do with cooking,”
Mr. Ramsay said in an interview
from the Los Angeles set of his show.
“I had my own personal nightmare.”

Now, Mr. Ramsay is being forced
to restructure. The 42-year-old chef
has exited Prague and handed back
ownership of the kitchens in Los An-
geles and Paris to the hotels they are
housed in, though he still supplies

the chefs and menus. He has fired
about 15% of his roughly 1,200-per-
son staff and is swapping out rib-
eyes for cheaper cuts like shank and
brisket.Mr.Ramsayandhisfather-in-
law have plowed £5 million of their
own money into the business.

The tousled-haired Mr. Ramsay
runs one of the biggest global net-
works of expensive restaurants,
with 20 outposts from New York to
Tokyo. During the boom of the past
decade, Mr. Ramsay amassed 12
Michelinstars,making him thethird-
most-decorated chef behind
France’sJoëlRobuchonandAlainDu-
casse. His success helped Britain put
to rest its reputation as a culinary
backwater and win a reputation as a
serious destination for foodies.

The super-chef’s current trou-
bles illustrate the intense pressure
facing high-end restaurateurs these
days. Diners are eating out less of-
ten and spending less when they do,
particularly on wine and spirits,
where the fattest profit margins are.
Corporate entertaining, which can
account for as much as a third of a
luxury restaurant’s business, has
fallen sharply.

Annual revenue growth in the
roughly $1.5 billion global restau-
rant industry is expected to slow to
1.1% this year, down from 4.9% in
2008, according to London-based re-
search firm Datamonitor Ltd. The
figures include restaurants, cafes
and fast-food chains, but industry in-
siders say the priciest restaurants
are among the hardest hit.

There have already been some ca-
sualties. British celebrity chef Ant-

ony Worrall Thompson recently
closed three of his six restaurants af-
ter what he describes as a failure to re-
spond fast enough to the slump. In
New York, Michelin-starred SoHo res-
taurant Fiamma, operated by Blue
Water Grill owner B.R. Guest Hold-
ings LLC, closed in January after cuts
in Wall Street expense accounts hit
the business. Others are struggling.
Upscale chain Ruth’s Chris Steak
House, owned by Ruth’s Hospitality

Group Inc. of Heathrow, Fla., saw first-
quarter same-store sales fall 18.5%
from a year earlier.

The global reach of Mr. Ramsay’s
empire leaves him particularly ex-
posed. Unlike some of his peers, he
owned many of his restaurants out-
right, rather than relying on licensing
agreements where he earned fees for
the use of his name. The approach
gave him more control, and more
profit in good times, but also more
risk when the economy soured.

After a dire start to the year, Mr.
Ramsay and some other big-name
chefs say business has stabilized in
recent weeks.

“I’ve learned a lot from a chef’s
point of view in terms of business,”
he says. “I’m not a businessman, but
I certainly don’t walk around with
my head tucked up...my backside.
For me, it was a learning curve.”

Industry analysts caution that
restaurateurs aren’t out of the
woods yet, as the struggling econ-
omy continues to hurt corporate en-
tertaining and tourism. Using
cheaper ingredients and cutting
back staff can backfire, too. “It all
comes down to the inherent skill of
the chef,” says Peter Harden, who
publishes Harden’s restaurant
guides in the U.K. “You can’t keep on
taking down the quality of the input
and expect people to pay for [it].”

Mr.Ramsay,whoowns69%ofGor-
don Ramsay Holdings (his father-in-
law is the chief executive and owns
the other 31%), says he feels the com-
pany is in much better shape as a re-
sult of the restructuring.

A marathon runner known for his
competitive streak, Mr. Ramsay is
more used to dishing out trouble
thantakingit. OnTV,hecomes across
as a profanity-spewing taskmaster.
On “Kitchen Nightmares” he lashes
outatrestaurateursandstaffforserv-
ing bad food or having filthy kitch-
ens,thengivesthemtipsforimprove-
ment. His mischievous sense of hu-
morrecentlycausedafurorinAustra-
lia after he likened a female Austra-
lian television host to a pig, for which
Mr. Ramsay later apologized.

Mr. Ramsay was born in Renfrew-
shire, Scotland. He had an itinerant
childhood with a “hard-drinking
womaniser” of a father who drifted
between jobs, according to Mr. Ram-
say’s autobiography. As a teen, Mr.
Ramsay played youth football for

the Glasgow Rangers but said he
was sidelined by injuries. He went to
culinary school and trained with sev-
eral distinguished chefs, including
Mr. Robuchon in France.

In 1998, Mr. Ramsay opened his
first fully owned establishment. His
eponymous restaurant in London’s
Chelsea neighborhood, serving his
signature modern French-inspired
cuisine, remains the city’s only
three-Michelin-starred restaurant.
But his real expansion began in
2001, fueled by a relationship with
New York private-equity firm Black-
stone Group LP.

Blackstone leased space to Mr.
Ramsay at more than a dozen hotels
it owned, including Claridge’s in Lon-
don and the Trianon Palace near
Paris. It provided capital, such as for
decorating dining rooms, while Mr.
Ramsay paid for fitting out the
kitchen as well as rent. A new up-
scale restaurant can cost £2 million
or more to design, fit and stock.

Another boost came from Mr.
Ramsay’s blossoming media career,
with the success of reality television
shows such as “Kitchen Night-
mares,” “Hell’s Kitchen” and “The
F-Word”—so-named for Mr. Ram-
say’s frequent use of expletives. Mr.
Ramsay generates about £10 million
in annual revenue from television,
publishing and endorsement con-
tracts. That includes as much as
$250,000 a show for the U.S. ver-
sions of “Hell’s Kitchen” and
“Kitchen Nightmares,” which both
air on Fox, a unit of News Corp.,
which owns The Wall Street Jour-
nal. Mr. Ramsay has poured about
£12 million of his media earnings
into his restaurant empire.

The pace of openings started ac-
celerating in 2005, with 17 new res-
taurants opening since then in lo-
cales including Cape Town, South Af-
rica, and Boca Raton, Fla. For the
day-to-day running of the restau-
rants, Mr. Ramsay installed trusted
lieutenants as executive chefs.

This left him open to critics who
argued that diners balk at paying a
premium to eat at a Ramsay restau-
rant when he’s not in the kitchen.
Mr. Ramsay is “a brilliant chef,” says
Mr. Worrall Thompson. “But when
you’re paying between £200 and
£300 a head or more, people want to
see the brains behind the dishes.” Ja-
son Atherton, who oversees several
of Mr. Ramsay’s restaurants, says
the name symbolizes a level of qual-
ity and service diners can expect.

Mr. Ramsay bought flashy cars in-
cluding a silver 430 Scuderia Fer-
rari. He moved his family into his
“dream” home, an eight-bedroom
house in London. Renovations in-
cluded a restaurant-standard
kitchen, complete with a chrome-
plated French Rorgue stove that
cost about £67,000.

But by late last summer, Mr. Ram-
say found customers were spending
less. Demand from corporate clients
for lucrative private dining rooms
dropped sharply. That set off alarm
bells, he said.

Mr. Ramsay braced for a rough
ride. In October, he and his father-in-
law and CEO, Christopher
Hutcheson, met with the head chefs
and operations team, warning of an
expected drop in revenue heading
into 2009, and ran through plans to
cut costs and adjust the business.

“We had to be brutal,” said Mr.
Hutcheson. They fired staff and
pressed vendors for discounts, in
some instances reducing the num-
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Gordon Ramsay attends the 2008 opening of his Maze Prague Restaurant, which
he has since exited.
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Project adds supplier of gas for Asia
Apache of the U.S. signs on to Canada’s Kitimat terminal as North American discoveries reshape energy market

Ad firm Publicis to buy
Microsoft’s Razorfish

The Kitimat liquefied-natural-gas export terminal in British Columbia, shown in a
rendering, is expected to be completed by early 2014.

By Ben Casselman

Houston-based Apache Corp.
has agreed to provide natural gas
for export to Asia through a pro-
posed project in Canada, the latest
sign that huge gas discoveries in
North America are reshaping global
energy markets.

Kitimat LNG Inc., the Canadian
company planning to build the lique-
fied-natural-gas export terminal in
Kitimat, British Columbia, will an-
nounce today that Apache has be-
come the second major North Ameri-
can gas producer to sign on to the
project. Last month, another Hous-
ton-based gas producer, EOG Re-
sources Inc., signed a similar deal.

If the Kitimat project is com-
pleted in 2013 or early 2014, as
planned, it would be the only North
American LNG export terminal
south of Alaska. The terminal would
be in the ideal location for serving
Asia, where gas prices are higher
than in the U.S. because demand is
stronger and sales contracts are usu-
ally linked to the price of oil, which
is higher than the price of gas.

“We’re pretty excited about the po-
tential to open up some other mar-
kets,” said John Crum, president of
Apache’s North American operations.

Apache and other British Co-
lumbia gas producers are looking
for buyers for the trillions of cubic
feet of natural gas they expect to
pump in coming years. Apache re-
cently said it could drill as many as
3,000 wells in British Columbia
with the potential to produce 10 bil-
lion cubic feet of gas each. Other
companies active in British Colum-
bia include EnCana Corp., Devon
Energy Corp. and industry giant
Exxon Mobil Corp.

The Kitimat project is still in the
planning stages, and the deals with
Apache and EOG are memorandums
of understanding—essentially,

agreements to negotiate. Nonethe-
less, the agreements underscore the
rapid shift in the North American
natural-gas market.

Just three years ago, most ex-
perts thought North American natu-
ral-gas production was in perma-
nent decline and predicted the U.S.
and Canada would become major im-
porters of gas from overseas.

Instead, new technology led to
the discovery of vast new gas fields
from New York to Louisiana, send-
ing gas production soaring and push-
ing down prices in the U.S. to below
$4 per million British thermal units
from more than $13 per million
BTUs last summer.

Most gas producers have said
they believe low prices are tempo-
rary, the result of weak demand due
to the recession. The Kitimat
project, however, is one of the first
signs that some in the industry be-
lieve there is a long-term oversup-
ply of gas in North America.

“We’re confident that there’s go-
ing to be plenty of gas available for
export for a long time,” said Greg
Weeres, vice president of Pacific
Northern Gas Ltd., which is plan-
ning to build a pipeline to supply gas
to the Kitimat facility.

The Canadian project originally
was conceived as an import termi-
nal that would receive liquefied gas
shipped from the Middle East and
Australia, convert it back into a gas
and transport it via pipelines to Can-
ada and the western U.S.

But Kitimat LNG President Rose-
mary Boulton said the company,
based in Calgary, realized about a
year ago that new North American
gas supplies made such a facility un-
necessary. “Suddenly North Amer-
ica is awash in natural gas,” Ms. Boul-
ton said.

So in September, Kitimat an-
nounced it would build an export ter-
minal instead.

Kitimat, which is backed by pri-
vate-equity firm Denham Capital
Management LP and others, isn’t

the first company to discuss export-
ing gas from North America. Last
year, Chesapeake Energy Corp. said

it had hired investment bankers to
study exporting liquefied gas from
the Gulf of Mexico.

Chesapeake Chief Executive
Aubrey McClendon said in an inter-
view that he ultimately decided to fo-
cus instead on trying to boost de-
mand for natural gas in the U.S. But
he expects operators of existing nat-
ural-gas import facilities to look
into converting them to hybrid im-
port-export terminals.

“I don’t see how anybody can ar-
rive at the conclusion that there is
not a decades’ long supply of natural
gas,” Mr. McClendon said.

The Kitimat facility will take
about 700 million cubic feet a day of
natural gas produced in Canada and
supercool it tominus 160 degrees Cel-
sius, which converts the gas to a liq-
uid. The liquefied gas can then be
shipped to overseas markets. Kitimat
has the necessary permits for the
project, but still needs to raise the
$2.5 billion to $3 billion to build it.
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By Ruth Bender

PARIS—Publicis Groupe SA Sun-
day said it will acquire Microsoft
Corp.’s digital advertising agency Ra-
zorfish for $530 million, a move that
allows the French advertising com-
pany to reach its digital revenue tar-
get earlier than expected and solid-
ify its position in the only sector still
growing amid the current ad slump.

Competition for Razorfish was
fierce among advertising holding
companies as they increasingly bet
on digital activities to boost revenue.

Paris-based Publicis, which
owns agencies Saatchi & Saatchi
and Leo Burnett, won the race
against seven initially interested
parties to beat Japan’s Dentsu in the
final stage of negotiations, Publicis
Chief Executive Maurice Levy told a
conference call. Rival WPP Group
and Omnicom Inc. had also ex-
pressed interest in the agency.

Publicis has made digital acquisi-
tions a key strategy in recent years.
In early 2007, it bought Boston-
based Digitas for $1.3 billion, fol-
lowed by the purchase of search-mar-

keting agency Performics from Goo-
gle Inc. last year, as well as a series of
small agencies around the world. It
has also closely aligned itself with
technology giants to improve its ex-
pertise digital advertising.

“When we complete this transac-
tion, approximately a quarter of our
annual revenues will come from digi-
tal communications,” Mr. Levy said.
The group had earlier targeted to
make 25% of its revenue from digital
activities by the end of 2010, com-
pared with 20.8% at the end of June.

Publicis will pay for Razorfish
with a combination of cash and 6.5
million shares that aren’t publicly
traded, the company said. Microsoft
will hold about 3% of Publicis’ capi-
tal after the deal, Mr. Levy said.

Microsoft is also committing to
spending a minimum amount for dig-
ital marketing services with Razor-
fish each year, Publicis said. The
agreement follows a partnership
signed in June, when the companies
said they will work together to de-
velop new content, improve market-
ing performance and better target
digital advertising audiences.

REPUBLIC OF TURKEY
MINISTRY OF HEALTH

DEPARTMENT OF PUBLIC PRIVATE PARTNERSHIP

REQUEST FOR QUALIFICATION FOR THE CONSTRUCTIONWORKS AND
THE PROVISION OF PRODUCTS AND SERVICES FOR

KAYSERI INTEGRATED HEALTH CAMPUS

The tender for the Work of Construction Works and the Provision of Products and Services for Kayseri Integrated Health Campus through Public
Private

Partnership Model (the "Project") shall be awarded by Republic of Turkey Ministry of Health Department of Public Private Partnership (the "Admin-
istration") by restricted procedure in accordance with the Supplementary Article 7 of the Fundamental Law on the Health Services (the Law no
3359) as amended by Law no 5396, and the provisions of the "Regulation on the Construction of Health Facilities on a Lease-and-Build basis and
the Restoration of the Services and Areas in Facilities other than Medical Service Areas on the Restore-and-Operate Basis" (the "Regulation"). De-

tailed information on the pre-qualification evaluation is situated as below:

1. The Project shall be executed in Kocasinan-Kayseri. The Project would be covering a health campus investment with a total capacity of 1548 beds
consisting

of a 1048-bed General Research and Training Hospital, a 200-bed Physical Theraphy and Rehabilitation Hospital, a 200-bed Psychiatric Hospital,
and a 100-bed

High-Security Forensic Psychiatry Hospital. The Contractor shall provide the financing, development of as-built design, design, construction works,
medical devices and other equipment for the health campus, and furbish the facilities. The Contractor shall also undertake the provision of support
services in the facilities including imaging, laboratory and other medical support services as well as information processing, sterilization, laundry,

housekeeping, security, catering services, and
the repair, maintenance and operating works of the buildings, along with the construction and operation of the commercial spaces that shall be
compatible with the concept of health and approved by the Ministry. The Contractor shall be liable for all non-clinical costs. Executed under the

public private partnership model,
Project's construction period shall be 3 years whereas the operating period shall be up to 25 years.

2. Pre-qualification evaluation shall be open to all local and foreign applicants, meeting the application criteria. Parties ineligible for bidding in this
tender are set out in Article 11 of the Regulation whereas those who shall be disqualified from the tender are set out in the fourth paragraph of Arti-

cle 10. Joint ventures in the form of partnerships may apply for pre-qualification; however, consortia are not allowed.

3. For the purposes of the pre-qualification application, candidates are required to submit a certificate of good standing issued by the trade and/or
industry chamber, or the chamber of artisans and artists where the applicant is registered by law, a circular of signature or a signature declaration or
equivalent documents evidencing that the applicant is authorized to make a pre-qualification application, and the forms attached to the pre-qualifi-

cation specifications.

4. Economic and financial qualification criteria for an applicant are (a) its average turnover of the last five years prior to the year of the publication of
the

pre-qualification notice not being less than TL 108,000,000 (b) its equity being not less than TL 86,000,000, (c) the submission of its financial
statements spanning last five years certified by independent auditors including their opinions, and its latest provisional tax returns, if applicable, and

(d) the aggregate of available unused cash and non-cash loans and deposits without any restrictions with the banks being not less than TL
80,000,000. A partnership shall be deemed to have met these criteria jointly provided that the lead partner shall provide at least half of the equity,

and each other partner in the partnership shall have a sound financial structure.

5. Professional and technical qualification criteria sought for an applicant are, during the last five years prior to the year of the publication of the pre-
qualification

notice, (a) the completion of the construction works of a hospital with a minimum capacity of 200 beds by 80% at the least; (b) the complete set-
up and installation or the provision of the operation for a minimum term of two consecutive years of the information management system of a hos-

pital with a minimum capacity of 200 beds; (c) the supply of imaging services in a hospital or health facility for an annual value of at least TL
3,000,000, and the employment of minimum 30 staff

members for imaging services for minimum two consecutive years; and (d) the supply of laboratory services in a hospital or health facility for an
annual value of at least TL 6,000,000, and the employment of minimum 50 staff members for laboratory services for minimum two consecutive
years. Applicants are further required to submit ISO 9001-2000 Quality Management System Certificates and 14001 Environmental Management
Certificate. The parties of a joint venture may jointly meet these criteria. The applicants may also meet these criteria through sub-contractors. In

this case the applicants shall submit along with the pre-qualification
applications the list which indicates the fulfillment of the professional and technical qualification criteria by the partners or the sub-contractors.

6. All applicants found to be pre-qualified following the evaluation shall be called to submit bids for the tender.

7. Pre-qualification documents could be purchased at a price of TL 1.000 at the Administration's address of T.C. Saglik Bakanligi Ek Binasi Umut
Sokak No:19 Kat:9 Kolej - Kizilay / ANKARA.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 18.00 $25.62 0.07 0.27%
Alcoa AA 48.00 13.00 0.20 1.56%
AmExpress AXP 25.20 32.69 1.38 4.41%
BankAm BAC 357.90 16.42 –0.28 –1.68%
Boeing BA 6.40 46.69 1.17 2.57%
Caterpillar CAT 14.70 47.78 0.64 1.36%
Chevron CVX 8.40 69.50 0.25 0.36%
CiscoSys CSCO 46.00 22.19 –0.12 –0.53%
CocaCola KO 6.10 49.34 –0.05 –0.10%
Disney DIS 13.30 26.69 1.32 5.20%
DuPont DD 8.80 32.83 0.37 1.14%
ExxonMobil XOM 16.70 69.47 –0.26 –0.37%
GenElec GE 91.30 14.70 0.39 2.73%
HewlettPk HPQ 18.20 43.54 1.33 3.15%
HomeDpt HD 15.70 27.26 0.72 2.71%
Intel INTC 55.90 18.50 –0.20 –1.07%
IBM IBM 5.20 119.33 1.95 1.66%
JPMorgChas JPM 62.20 42.36 1.61 3.95%
JohnsJohns JNJ 8.80 59.90 –0.03 –0.05%
KftFoods KFT 7.30 28.70 0.34 1.20%
McDonalds MCD 7.60 55.20 0.36 0.66%
Merck MRK 12.30 30.10 0.74 2.52%
Microsoft MSFT 42.60 23.56 0.10 0.43%
Pfizer PFE 37.20 15.96 0.17 1.08%
ProctGamb PG 15.50 52.03 0.57 1.11%
3M MMM 4.00 72.90 0.50 0.69%
TravelersCos TRV 6.20 47.46 0.68 1.45%
UnitedTech UTX 5.30 55.59 0.53 0.96%
Verizon VZ 9.50 31.08 0.12 0.39%
WalMart WMT 12.60 49.29 0.31 0.63%

Dow Jones Industrial Average P/E: 15
LAST: 9370.07 s 113.81, or 1.23%

YEAR TO DATE: s 593.68, or 6.8%

OVER 52 WEEKS t 2,364.25, or 20.1%

 Note: Price-to-earnings ratios are for trailing 12 months

9500

9000

8500

8000

7500

7000
8 15 22 29 5 12 19 26

June
2 10 17 24 31
July

7
Aug.

High

Close
Low

50–day
moving average

t

Source: WSJ Market Data Group

Tracking
credit
markets &
dealmakers

Follow the markets throughout
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Behind Europe’s deals: Bank revenue rankings, European
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

JPMorgan $1,081 9.3% 53% 24% 22% 1%

Credit Suisse 673 5.8% 35% 45% 19% 1%

Deutsche Bank 658 5.6% 28% 40% 27% 5%

UBS 639 5.5% 37% 23% 39% 1%

BNP Paribas 636 5.4% 28% 50% 14% 8%

RBS 583 5.0% 40% 44% 10% 7%

Goldman Sachs 567 4.9% 34% 20% 46% …%

Citi 551 4.7% 31% 32% 34% 3%

Bank of America Merrill Lynch 477 4.1% 35% 26% 36% 3%

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

Norske Skogindustrier  1043 –50 –84 –236 Veolia Environnement 97 7 8 –27

Carlton Comms  458 –20 34 –66 M real  1790 7 –72 –2221

ITV  473 –18 32 –60 Kingfisher  125 8 –2 –35

ArcelorMittal Fin 283 –15 –54 –158 Natl Grid  87 8 8 –33

Rhodia 580 –12 –92 –373 Metro 148 8 6 –48

EMI Group  695 –10 –32 –1 Gas Nat SDG 122 9 7 –65

3i Gp  387 –10 –39 –148 Enel 87 11 10 –35

Stora Enso  470 –8 –51 –120 Peugeot  308 12 ... –117

Intl Pwr  456 –8 –26 –132 GKN Hldgs  256 12 5 –97

Glencore Intl  320 –7 –42 –212 Endesa 84 14 7 –27

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

Soc. Generale France Banks $43.9 53.22 4.97% –22.8% –53.1%

Intesa Sanpaolo Italy Banks 47.7 2.84 4.52 –26.2 –37.5

GDF Suez France Multiutilities 88.2 27.49 4.35 –25.3 0.3

Deutsche Telekom Germany Mobile Telecoms 56.5 9.11 3.82 –20.1 –16.0

France Telecom France Fixed Line Telecoms 65.8 17.71 3.57 –12.4 12.6

Rio Tinto U.K. General Mining $61.8 24.22 –2.95% –37.4 9.3

Anglo Amer U.K. General Mining 43.4 19.38 –0.67 –28.0 –17.4

Unilever Netherlands Food Products 48.0 19.71 –0.48 5.2 10.5

Credit Suisse Grp Switzerland Banks 58.4 53.25 –0.47 –2.7 –19.5

Total S.A. France Integrated Oil & Gas 129.4 38.40 unch. –19.1 –27.1

...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

Deutsche Bk 41.5 47.01 3.34% –24.9% –44.6%
Germany (Banks)
Barclays 67.0 3.65 3.11 –0.4 –41.0
U.K. (Banks)
BNP Paribas S.A. 81.1 54.60 3.02 –15.2 –32.4
France (Banks)
Daimler 50.6 33.58 3.01 –19.6 –15.8
Germany (Automobiles)
UBS 48.8 16.34 2.83 –25.7 –72.0
Switzerland (Banks)
Vodafone Grp 124.2 1.28 2.81 –8.8 16.3
U.K. (Mobile Telecoms)
Telefonica S.A. 117.0 17.50 2.64 5.4 35.1
Spain (Fixed Line Telecoms)
Astrazeneca 67.7 27.93 2.57 7.7 –12.6
U.K. (Pharmaceuticals)
GlaxoSmithKline 111.2 11.67 2.37 –7.4 –19.7
U.K. (Pharmaceuticals)
L.M. Ericsson Tel B 29.0 69.60 2.35 4.2 –34.7
Sweden (Telecoms Equipment)
BP 175.7 5.10 2.13 –1.9 –16.6
U.K. (Integrated Oil & Gas)
Banco Santander 118.5 10.23 2.05 –9.4 –6.6
Spain (Banks)
Banco Bilbao Viz 62.4 11.72 2.05 –0.0 –29.4
Spain (Banks)
Siemens 76.7 59.02 1.99 –25.5 –5.5
Germany (Diversified Industrials)
Koninklijke Phlps 22.8 16.54 1.91 –27.0 –34.4
Netherlands (Consumer Electronics)
British Amer Tob 63.1 18.69 1.80 1.7 32.4
U.K. (Tobacco)
Bayer 52.9 44.99 1.79 –17.5 16.1
Germany (Specialty Chemicals)
E.ON 76.1 26.76 1.75 –31.9 –16.6
Germany (Multiutilities)
UniCredit 56.3 2.37 1.72 –28.9 –54.3
Italy (Banks)
AXA S.A. 47.6 16.04 1.62 –27.9 –42.9
France (Full Line Insurance)

Roche Hldg Part. Cert. 109.1 167.70 1.51% –11.6% –23.0%
Switzerland (Pharmaceuticals)
Nokia 49.9 9.38 1.41 –47.3 –39.1
Finland (Telecoms Equipment)
Royal Dutch Shell A 92.5 18.35 1.35 –18.0 –33.4
U.K. (Integrated Oil & Gas)
BG Grp 60.2 10.09 1.05 –7.4 40.4
U.K. (Integrated Oil & Gas)
Sanofi-Aventis S.A. 87.3 46.73 1.03 –3.6 –31.1
France (Pharmaceuticals)
ABB 42.6 19.83 0.97 –25.7 30.2
Switzerland (Industrial Machinery)
BHP Billiton 59.1 15.89 0.95 5.2 61.7
U.K. (General Mining)
HSBC Hldgs 191.4 6.67 0.91 –10.8 –19.4
U.K. (Banks)
Allianz SE 48.9 76.15 0.86 –32.3 –40.8
Germany (Full Line Insurance)
Nestle S.A. 156.5 44.12 0.82 –8.7 8.1
Switzerland (Food Products)
Diageo 42.6 9.25 0.65 –6.6 –0.7
U.K. (Distillers & Vintners)
ArcelorMittal 58.3 26.30 0.59 –50.3 8.1
Luxembourg (Iron & Steel)
Iberdrola S.A. 42.8 6.04 0.58 –29.2 –14.9
Spain (Conventional Electricity)
ENI 92.2 16.20 0.50 –23.2 –33.3
Italy (Integrated Oil & Gas)
SAP 58.3 33.45 0.48 –12.3 –3.6
Germany (Software)
BASF 46.0 35.25 0.46 –11.7 14.5
Germany (Commodity Chemicals)
Tesco 48.5 3.70 0.46 –3.8 –0.8
U.K. (Food Retailers & Wholesalers)
Assicurazioni Gen 32.4 16.19 0.25 –27.2 –34.6
Italy (Full Line Insurance)
Novartis 118.4 48.36 0.25 –22.2 –29.7
Switzerland (Pharmaceuticals)
ING Groep 27.2 9.20 0.14 –58.9 –71.1
Netherlands (Life 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

Merger Arbitrage -0.15% 0.36% 2.4% 4.9% -4.0%
Event Driven 0.05% 1.28% 4.6% 7.8% -20.2%
Equity Market Neutral 0.03% 0.04% -0.3% -3.4% -10.3%
Equity Long/Short 0.77% 2.06% 3.7% 2.8% -13.6%

*Estimates as of 08/06/09, 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: 11/1 0.90 104.30% 0.02% 1.87 0.87 1.28

Eur. High Volatility: 11/1 1.61 109.44 0.04 3.89 1.56 2.54

Europe Crossover: 11/1 5.92 114.30 0.10 9.71 5.88 7.70

Asia ex-Japan IG: 11/1 1.33 109.64 0.04 3.84 1.21 2.26

Japan: 11/1 1.62 115.56 0.05 4.33 1.41 2.34

 Note: Data as of August 6

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

In percentage points
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BLUE CHIPS & BONDS

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

And Tor Ching Li

TOKYO—Japan Airlines Corp.
posted a wider net loss for its fis-
cal first quarter, its third straight
quarter in the red, as it continues
to cope with faltering business-
and leisure-travel demand.

Hit by both the economic down-
turn and the outbreak of swine flu,
the air carrier commonly known as
JAL reported a net loss of 99.04 bil-
lion yen ($1.05 billion) in the three
months ended June 30, broader
than the net loss of 3.41 billion yen
it posted a year earlier.

Revenue dropped 32% to 334.8
billion yen, and the airline fell into
an operating loss of 86.1 billion
yen.

“The net loss was 10 billion yen
more than expected,” Yoshimasa
Kanayama, a JAL senior vice presi-
dent, said at a news conference.

JAL and other airlines have
been feeling the pinch from the
economic downturn, which is
crimping demand for business
trips and cargo transport. The
spread of swine flu has also
prompted travelers to cancel their
trips in some countries, while rally-
ing oil prices present another
headache for the industry.

JAL is striving to turn around
its slumping earnings by cutting
staff, streamlining nonairline busi-
nesses and upgrading aircraft to
fuel-efficient jets.

The airline also received a syn-
dicate loan of 100 billion yen from
two government-backed banks—
Development Bank of Japan and Ja-
pan Bank for International Cooper-
ation—and three commercial
banks, aimed at helping it turn
around. JAL said its air-transporta-
tion segment, its core business,
racked up an operating loss of 82.4
billion yen as first-class and busi-
ness travel dropped significantly.

Despite operating-cost cuts
throughout the air-transportation
segment—except for aircraft de-
preciation, which remained
flat—a reduction in the company’s
fuel surcharge and a decline in pre-
mium travelers meant lower yield
per passenger.

As part of its cost-cutting mea-
sures, JAL said separately it will
suspend flights on two interna-
tional routes, from Chubu to Paris
and Incheon, and reduce flight fre-
quency on eight other routes from
Japan to China, India and Korea
from Oct. 25. It will also reduce air-
craft sizes on 14 international
routes to destinations such as the
U.S., India, Singapore, Thailand
and Korea. This brings cost-cut-
ting measures affecting flight
routes to a record 26 for the fiscal
year ending in March 2010.

For the full fiscal year, JAL
maintained its forecast for an over-
all net loss of 63 billion yen.

JAL’s loss broadens as flu,
economic slump hit demand

Finnair chief to resign
Airline posts loss
as effort to cut costs
faces a union battle

Peace anthem
Radiohead circumvents
convention with a tribute
to a soldier > Page 30

By Dana Cimilluca

Belgian investment firm RHJ In-
ternational plans to sweeten its bid
for General Motors Co.’s European
unit in an effort to overcome German
government opposition to its bid.

RHJ is developing a revised bid
for GM’s Opel/Vauxhall operations
that would lower the amount of Ger-
man taxpayer-funded loan guaran-
tees required to as little as Œ3.6 bil-
lion ($5.1 billion) from Œ3.8 billion,
people familiar with the matter said
Friday. That would be Œ900 million
below the amount of state aid envi-
sioned in a rival offer from car-parts
maker Magna International Inc.

RHJ appears to be pressing re-
cent signs of momentum in its bid-
ding war with Magna and its part-
ner, Russian lender Sberbank, for
GM’s German and U.K. operations.
Although Magna’s offer has wide-
spread support in Germany, GM ap-

pears to prefer RHJ’s offer. GM’s
lead negotiator on the deal said in a
blog post Thursday that RHJ’s offer
is simpler and GM and Magna still
have issues to work through.

A deal with Magna and Sberbank
poses risks for GM that a deal with
RHJ wouldn’t. Magna supplies parts
to GM rivals and plans to join with
Russian auto maker OAO GAZ if it
wins the auction. GM is concerned
its intellectual property would leak
to Magna.

Magna said it would create a
“firewall” to keep trade secrets of
its customers safe should its Opel
bid succeed.

As part of any sweetened offer,
RHJ could boost its Œ275 million eq-
uity component, one of the people
said. The proposal also envisions
the elimination of 10,000 jobs.

RHJ faces an uphill battle. Ger-
man officials are on the record say-
ing they will only support Magna.

RHJ to sweeten its offer
for GM’s European unit

TeliaSonera scores in Turkcell row

Finnair Chief Executive Jukka Hienonen said he wasn’t satisfied with the pace of
change at the airline and would resign.
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Japan Airlines
Net profit/loss, in billions of yen

Note: Fiscal years end March 31 of the year shown
Source: the company
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By Ola Kinnander

Finnair Oyj turned in its fourth
consecutive quarterly net loss Fri-
day, prompting its chief executive to
announce he is resigning.

“I am not satisfied with the re-
sults achieved; the rate of change has
been insufficient,” Chief Executive
Jukka Hienonen said in a statement.

Finnair has sought to cut costs
in response to its declining reve-
nue, a casualty of the global eco-
nomic downturn. However, the
cost-cutting effort has faced
fierce resistance from the carri-
er’s unions.

Mr. Hienonen’s resignation is
worrying, said FIM analyst Jaako
Tyrvainen. “He had good spirit
and the drive to lead the company
the right way,” Mr. Tyrvainen said.
“If Hienonen can’t change the
structures in the company, I don’t
know who can.”

Mr. Hienonen, who has led
Finnair since early 2006, wasn’t
immediately available for an inter-
view, his secretary said.

He is likely to remain with
Finnair until early February as his
contract requires him to give six
months’ notice. Finnair didn’t indi-
cate who might succeed him.

In his statement, Mr. Hienonen,
48, painted a bleak picture of the
state of the airline industry and of
his own company’s financial situa-
tion. The airline sector “is facing its
deepest crisis,” he said, as the down-
turn has taken a big bite out of busi-
ness travel and industry overcapac-
ity has pushed down airfares.

To cope with the downturn,
Finnair last year launched a plan
to reduce annual spending by
Œ200 million ($283 million). Of
this, Œ120 million would come
from lower labor costs, mainly a re-
sult of lower compensation.

However, Finnair’s seven
unions have been reluctant to
agree to lower pay. The airline has

been struggling to pin down a new
deal with the key Finnish Airline Pi-
lots’ Association since the most re-
cent one expired last November.

“The most significant points of
contention [with the pilots union]
relate to pension benefits, restric-
tions on business management de-
cision-making and working time
arrangements,” Finnair said.

One exception to the tussle
with its unions was Finnair’s an-
nouncement Thursday that it had
reached a new labor agreement
with 1,600 employees in its techni-
cal-services unit. Finnair esti-
mates the move should save it Œ14
million by the end of 2010.

The airline—which is listed on
the Helsinki exchange but is con-
trolled by the Finnish govern-
ment, which holds a stake of about
57%—said it was getting ready to
launch new rounds of talks with
some of the other unions.

Finnair’s net loss for the three
months ended June 30 was Œ26.1
million, compared with a Œ13.4 mil-
lion net profit a year earlier. Reve-
nue fell 22% to Œ427.4 million from
Œ545.2 million.

Finnair had planned to invest
heavily in new aircraft over the
next couple of years, but Mr.
Hienonen said the company now
will “relax the timetable for air-
craft acquisitions.”

Mr. Tyrvainen said slowing
those purchases would be neces-
sary considering Finnair’s weak-
ened cash situation. “To survive,
they have to postpone their invest-
ment plan and adjust their capacity
to the declined demand,” he said.

Also Friday, SAS AB, Finnair’s
biggest Nordic rival, added to the in-
dustry’s grim picture. SAS said it
carried 2 million passengers in
July, down 14.1% from a year earlier.

By Dominic Chopping

And Gustav Sandstrom

STOCKHOLM—TeliaSonera AB’s
long-running battle to acquire a con-
trolling stake in Turkcell Holding
AS inched closer to being resolved.

A resolution to the issue would
significantly raise TeliaSonera’s ex-
posure to the fast-growing Turkish
market. A final settlement may still
be some way off, however.

Stockholm-based telecommuni-
cations operator TeliaSonera said
Friday that an arbitration tribunal
has ordered Turkish conglomerate
Cukurova Holding to hand over all
its remaining shares in mobile opera-
tor Turkcell to TeliaSonera. The dis-
pute has been rumbling for nearly
four and a-half years.

The tribunal, of the International
Chamber of Commerce, told Cuku-
rova it must transfer the shares to
TeliaSonera in exchange for $3.1 bil-
lion in cash. It said TeliaSonera can
claim damages of $1.8 billion if the
shares aren’t handed over.

Cukurova, which is unlisted,

agreed in March 2005 to sell its
stake in Turkcell to TeliaSonera for
$3.1 billion. The move would have in-
creased TeliaSonera’s stake in Turk-
cell to 64.3% from 37.3%. Cukurova
later withdrew from the deal, ac-
cording to TeliaSonera. The Nordic
company started arbitration pro-
ceedings in May 2005 to force the
agreement through.

TeliaSonera now intends to ap-
ply to a Turkish court to ensure
Cukurova acts on the latest ruling,
said TeliaSonera’s head of group
communications, Cecilia Edstrom.
She said it is uncertain whether
TeliaSonera will have to buy out the
remaining minority stakeholders in
Turkcell if it gets Cukurova’s shares,
but that its chief aim is for a control-
ling stake.

It may be some time before a fi-
nal settlement is reached. “TeliaSon-
era does not yet know if Cukurova is
willing to, or able to, proceed with a
transfer of the shares to TeliaSon-
era, but a quick resolution of the
ownership dispute is not to be ex-
pected,” the Swedish company said.

The $1.8 billion damages sum is
equivalent to around 6.5% of Telia-
Sonera’s market value.

Cukurova wasn’t available to
comment, and a spokesman for Turk-
cell declined to comment.

With about 36 million subscrip-
tions, Turkcell has roughly a 56%
market share in Turkey, ahead of
the local unit of Vodafone Group
PLC and Turkish operator Avea, in
which Telecom Italia SpA has a
49% holding.

TeliaSonera wants to raise its
stake in Turkcell to take advantage
of the rapid growth of the Turkish
telecom market, Ms. Edstrom said.
With a population of around 70 mil-
lion, relatively low mobile penetra-
tion and the recent award of third-
generation licenses to operators,
Turkey has significant market po-
tential, she said.

Compared with second-genera-
tion services that are limited to
voice and text-messaging, 3G tech-
nology allows operators to transfer
larger amounts of data, giving users
the ability to download music and
surf the Internet wirelessly.
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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.

2.43% 16 DJ Global Index -a % % 204.66 0.36% –20.4% 4.33% 13 U.S. Select Dividend -b % % 569.88 0.68%–21.6%

2.00% 17 Global Dow 1194.10 1.23% –20.3% 1801.78 0.11% –24.7% 4.39% 16 Infrastructure 1296.20 0.99% –16.8% 1755.73 –0.12% –21.3%

3.13% 31 Stoxx 600 230.70 1.22% –20.3% 244.78 0.11% –24.6% 1.60% 8 Luxury 795.90 2.37% –10.8% 958.70 1.24% –15.7%

3.28% 20 Stoxx Large 200 247.20 1.36% –20.6% 260.93 0.24% –25.0% 6.23% 5 BRIC 50 364.90 –2.25% –13.7% 499.45 –2.31% –17.6%

2.38% -11 Stoxx Mid 200 212.30 0.52% –18.2% 224.02 –0.59% –22.6% 4.27% 13 Africa 50 728.70 1.12% –22.5% 657.17 0.00% –26.7%

2.42% 252 Stoxx Small 200 134.40 0.67% –17.9% 141.78 –0.45% –22.4% 3.60% 7 GCC % % 1429.74 –0.13% –48.7%

3.17% 22 Euro Stoxx 249.80 1.27% –22.3% 265.11 0.15% –26.5% 3.00% 14 Sustainability 760.20 1.31% –17.6% 911.89 0.19% –22.1%

3.31% 16 Euro Stoxx Large 200 266.20 1.46% –22.8% 280.71 0.34% –27.0% 2.36% 14 Islamic Market -a % % 1747.15 0.22% –18.7%

2.40% -13 Euro Stoxx Mid 200 234.30 0.35% –20.0% 246.95 –0.76% –24.4% 2.64% 13 Islamic Market 100 1557.50 1.43% –13.2% 1893.82 0.31% –18.0%

2.71% 22 Euro Stoxx Small 200 143.20 0.47% –19.2% 150.90 –0.64% –23.6% 2.64% 13 Islamic Turkey -c % % % %

5.65% 9 Stoxx Select Dividend 30 1276.90 1.23% –29.8% 1552.62 0.11% –33.6% 2.07% 14 DJ U.S. TSM % % 10416.26 1.51% –21.1%

4.90% 11 Euro Stoxx Select Div 30 1536.80 1.08% –31.5% 1875.80 –0.04% –35.2% % DJ-UBS Commodity 126.20 0.99% –27.2% 130.24 –0.12% –31.2%

*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 1.1927 1.9893 1.1045 0.1662 0.0377 0.1952 0.0122 0.3051 1.6947 0.2277 1.0982 ...

 Canada 1.0861 1.8114 1.0057 0.1513 0.0343 0.1777 0.0111 0.2778 1.5432 0.2073 ... 0.9106

 Denmark 5.2389 8.7380 4.8515 0.7301 0.1656 0.8573 0.0538 1.3402 7.4440 ... 4.8238 4.3926

 Euro 0.7038 1.1738 0.6517 0.0981 0.0223 0.1152 0.0072 0.1800 ... 0.1343 0.6480 0.5901

 Israel 3.9090 6.5198 3.6199 0.5447 0.1236 0.6397 0.0401 ... 5.5543 0.7461 3.5993 3.2775

 Japan 97.4250 162.4952 90.2209 13.5765 3.0801 15.9430 ... 24.9233 138.4312 18.5965 89.7058 81.6860

 Norway 6.1109 10.1923 5.6590 0.8516 0.1932 ... 0.0627 1.5633 8.6829 1.1664 5.6267 5.1236

 Russia 31.6305 52.7565 29.2916 4.4078 ... 5.1761 0.3247 8.0917 44.9438 6.0376 29.1243 26.5206

 Sweden 7.1760 11.9689 6.6454 ... 0.2269 1.1743 0.0737 1.8358 10.1964 1.3698 6.6074 6.0167

 Switzerland 1.0799 1.8011 ... 0.1505 0.0341 0.1767 0.0111 0.2762 1.5344 0.2061 0.9943 0.9054

 U.K. 0.5996 ... 0.5552 0.0836 0.0190 0.0981 0.0062 0.1534 0.8519 0.1144 0.5521 0.5027

 U.S. ... 1.6679 0.9261 0.1394 0.0316 0.1636 0.0103 0.2558 1.4209 0.1909 0.9208 0.8385

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 326.50 –13.75 –4.04% 707.00 302.00
Soybeans (cents/bu.) CBOT 1038.50 8.50 0.83% 1,557.50 670.00
Wheat (cents/bu.) CBOT 516.75 –11.50 –2.18 1,155.75 515.50
Live cattle (cents/lb.) CME 89.125 unch. unch. 118.500 81.250
Cocoa ($/ton) ICE-US 2,872 21 0.74 3,217 1,961
Coffee (cents/lb.) ICE-US 137.90 3.20 2.38 183.30 109.00
Sugar (cents/lb.) ICE-US 20.81 1.01 5.10 20.85 11.05
Cotton (cents/lb.) ICE-US 62.43 1.57 2.58 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,340.00 15 0.65 2,685 1,965
Cocoa (pounds/ton) LIFFE 1,775 30 1.72 1,985 1,177
Robusta coffee ($/ton) LIFFE 1,491 –3 –0.20 2,324 1,250

Copper (cents/lb.) COMEX 278.55 3.35 1.22 375.35 129.55
Gold ($/troy oz.) COMEX 959.50 –3.40 –0.35 1,060.00 494.00
Silver (cents/troy oz.) COMEX 1466.80 2.30 0.16 2,009.00 886.00
Aluminum ($/ton) LME 2,004.50 –20.50 –1.01 2,867.00 1,288.00
Tin ($/ton) LME 14,500.00 –650.00 –4.29 21,400.00 9,750.00
Copper ($/ton) LME 5,970.00 –66.00 –1.09 7,761.00 2,815.00
Lead ($/ton) LME 1,834.50 –75.50 –3.95 2,115.00 870.00
Zinc ($/ton) LME 1,845.00 –47.00 –2.48 1,892.00 1,065.00
Nickel ($/ton) LME 19,500 –575 –2.86 21,195 9,000

Crude oil ($/bbl.) NYMEX 70.93 –1.01 –1.40 142.60 44.28
Heating oil ($/gal.) NYMEX 1.9122 –0.0245 –1.27 4.0400 1.2589
RBOB gasoline ($/gal.) NYMEX 2.0081 –0.0526 –2.55 3.0875 1.1450
Natural gas ($/mmBtu) NYMEX 3.674 –0.069 –1.84 12.059 3.366
Brent crude ($/bbl.) ICE-EU 74.07 –1.17 –1.56 116.93 44.75
Gas oil ($/ton) ICE-EU 613.75 –3.25 –0.53 1,086.00 411.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Aug. 7
Per In

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

Argentina peso-a 5.4362 0.1840 3.8259 0.2614

Brazil real 2.5934 0.3856 1.8252 0.5479

Canada dollar 1.5432 0.6480 1.0861 0.9208
1-mo. forward 1.5430 0.6481 1.0859 0.9209

3-mos. forward 1.5427 0.6482 1.0857 0.9210
6-mos. forward 1.5420 0.6485 1.0853 0.9214

Chile peso 770.98 0.001297 542.60 0.001843
Colombia peso 2855.87 0.0003502 2009.90 0.0004975

Ecuador US dollar-f 1.4209 0.7038 1 1
Mexico peso-a 18.3544 0.0545 12.9175 0.0774

Peru sol 4.1703 0.2398 2.9350 0.3407
Uruguay peso-e 33.107 0.0302 23.300 0.0429

U.S. dollar 1.4209 0.7038 1 1
Venezuela bolivar 3.05 0.327751 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.6947 0.5901 1.1927 0.8385
China yuan 9.7073 0.1030 6.8318 0.1464

Hong Kong dollar 11.0125 0.0908 7.7504 0.1290
India rupee 67.8409 0.0147 47.7450 0.0209

Indonesia rupiah 14067 0.0000711 9900 0.0001010
Japan yen 138.43 0.007224 97.43 0.010264

1-mo. forward 138.40 0.007226 97.40 0.010267
3-mos. forward 138.31 0.007230 97.34 0.010273

6-mos. forward 138.11 0.007240 97.20 0.010288
Malaysia ringgit-c 4.9739 0.2011 3.5005 0.2857

New Zealand dollar 2.1089 0.4742 1.4842 0.6738
Pakistan rupee 117.054 0.0085 82.380 0.0121

Philippines peso 68.132 0.0147 47.950 0.0209
Singapore dollar 2.0463 0.4887 1.4402 0.6944

South Korea won 1739.18 0.0005750 1224.00 0.0008170
Taiwan dollar 46.570 0.02147 32.775 0.03051
Thailand baht 48.318 0.02070 34.005 0.02941

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

Euro zone euro 1 1 0.7038 1.4209

1-mo. forward 0.9999 1.0001 0.7037 1.4210

3-mos. forward 1.0000 1.0000 0.7037 1.4210

6-mos. forward 0.9999 1.0001 0.7037 1.4210

Czech Rep. koruna-b 25.865 0.0387 18.203 0.0549

Denmark krone 7.4440 0.1343 5.2389 0.1909

Hungary forint 269.91 0.003705 189.96 0.005264

Norway krone 8.6829 0.1152 6.1109 0.1636

Poland zloty 4.1203 0.2427 2.8998 0.3449

Russia ruble-d 44.944 0.02225 31.631 0.03162

Sweden krona 10.1964 0.0981 7.1760 0.1394

Switzerland franc 1.5344 0.6517 1.0799 0.9261

1-mo. forward 1.5339 0.6519 1.0795 0.9263

3-mos. forward 1.5329 0.6524 1.0788 0.9269

6-mos. forward 1.5307 0.6533 1.0772 0.9283

Turkey lira 2.0874 0.4791 1.4691 0.6807

U.K. pound 0.8519 1.1738 0.5996 1.6679

1-mo. forward 0.8520 1.1737 0.5996 1.6678

3-mos. forward 0.8521 1.1736 0.5997 1.6675

6-mos. forward 0.8522 1.1735 0.5997 1.6674

MIDDLE EAST/AFRICA
Bahrain dinar 0.5356 1.8669 0.3770 2.6527

Egypt pound-a 7.8590 0.1272 5.5310 0.1808

Israel shekel 5.5543 0.1800 3.9090 0.2558

Jordan dinar 1.0064 0.9937 0.7083 1.4119

Kuwait dinar 0.4084 2.4487 0.2874 3.4794

Lebanon pound 2134.90 0.0004684 1502.50 0.0006656

Saudi Arabia riyal 5.3287 0.1877 3.7503 0.2666

South Africa rand 11.3845 0.0878 8.0122 0.1248

United Arab dirham 5.2189 0.1916 3.6730 0.2723

SDR -f 0.9077 1.1017 0.6388 1.5654

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.

 31 EUROPE DJ Stoxx 600 230.68 2.79 1.22% 17.2% –20.3%

 15 DJ Stoxx 50 2356.87 38.14 1.64 14.1% –19.5%

 22 Euro Zone DJ Euro Stoxx 249.83 3.13 1.27 12.1% –22.3%

 18 DJ Euro Stoxx 50 2706.22 44.21 1.66 10.4% –20.6%

 11 Austria ATX 2362.11 11.41 0.49 34.9% –35.1%

 13 Belgium Bel-20 2252.67 26.17 1.18 18.0% –26.6%

 11 Czech Republic PX 1141.4 –2.6 –0.23% 33.0% –21.5%

 17 Denmark OMX Copenhagen 303.40 –0.73 –0.24 34.1% –22.0%

 13 Finland OMX Helsinki 5942.34 66.89 1.14 10.0% –30.3%

 15 France CAC-40 3521.14 43.31 1.25 9.4% –21.6%

 23 Germany DAX 5458.96 88.98 1.66 13.5% –16.8%

 … Hungary BUX 17820.15 –30.88 –0.17 45.6% –15.0%

 12 Ireland ISEQ 2881.22 17.11 0.60 23.0% –36.2%

 11 Italy FTSE MIB 21402.19 273.53 1.29 10.0% –26.4%

 9 Netherlands AEX 290.50 2.39 0.83 18.1% –28.9%

 12 Norway All-Shares 353.36 2.27 0.65 30.8% –25.2%

 17 Poland WIG 35422.92 443.56 1.27 30.1% –12.9%

 14 Portugal PSI 20 7478.39 –6.64 –0.09 17.9% –10.6%

 … Russia RTSI 1080.08 –3.71 –0.34% 70.9% –37.3%

 10 Spain IBEX 35 10947.6 171.6 1.59% 19.1% –7.2%

 15 Sweden OMX Stockholm 274.01 4.82 1.79 34.2% –3.4%

 13 Switzerland SMI 6026.40 58.32 0.98 8.9% –17.0%

 … Turkey ISE National 100 44767.58 931.55 2.13 66.6% 9.3%

 12 U.K. FTSE 100 4731.56 41.03 0.87 6.7% –13.8%

 33 ASIA-PACIFIC DJ Asia-Pacific 113.27 –1.67 –1.45 21.0% –12.9%

 … Australia SPX/ASX 200 4299.4 –26.9 –0.62 15.5% –13.8%

 29 China CBN 600 28218.17 –841.86 –2.90 91.1% 35.3%

 20 Hong Kong Hang Seng 20375.37 –523.87 –2.51 41.6% –6.9%

 18 India Sensex 15160.24 –353.79 –2.28 57.1% …%

 … Japan Nikkei Stock Average 10412.09 24.00 0.23 17.5% –20.9%

 … Singapore Straits Times 2549.35 –52.15 –2.00 44.7% –9.2%

 11 South Korea Kospi 1576.00 10.96 0.70 40.2% 0.5%

 18 AMERICAS DJ Americas 266.02 3.38 1.29 17.6% –21.0%

 … Brazil Bovespa 56329.51 574.63 1.03 50.0% –0.5%

 18 Mexico IPC 28179.55 377.14 1.36 25.9% 3.9%

*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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Aug. 7, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.80% 18 ALL COUNTRY (AC) WORLD* 269.82 –0.18% 18.5% –22.0%

2.80% 19 World (Developed Markets) 1,059.24 –0.23% 15.1% –22.5%

2.50% 20 World ex-EMU 124.04 –0.35% 15.3% –21.3%

2.60% 21 World ex-UK 1,054.89 –0.25% 14.2% –22.1%

3.50% 18 EAFE 1,452.56 0.39% 17.4% –23.7%

2.40% 16 Emerging Markets (EM) 855.52 0.11% 50.9% –17.9%

4.00% 12 EUROPE 79.29 0.42% 14.2% –20.0%

4.20% 13 EMU 162.37 0.45% 14.3% –28.5%

3.70% 15 Europe ex-UK 86.64 0.56% 11.7% –20.1%

4.90% 10 Europe Value 90.15 0.74% 16.3% –19.5%

3.00% 16 Europe Growth 67.75 0.10% 12.1% –20.7%

3.20% 15 Europe Small Cap 140.11 0.71% 38.8% –16.5%

2.40% 8 EM Europe 230.30 0.22% 45.0% –39.8%

4.50% 9 UK 1,395.30 0.98% 6.1% –13.0%

2.90% 14 Nordic Countries 124.07 0.10% 26.5% –23.5%

1.80% 7 Russia 615.59 0.57% 49.3% –49.3%

3.60% 12 South Africa 658.84 0.83% 13.8% –4.2%

2.90% 19 AC ASIA PACIFIC EX-JAPAN 365.45 0.78% 47.7% –12.3%

1.70%-118 Japan 593.88 0.98% 12.1% –27.7%

2.10% 18 China 61.78 1.63% 51.5% –2.7%

1.00% 20 India 614.06 –2.39% 66.3% 7.1%

0.90% 23 Korea 438.63 0.20% 42.9% 0.7%

2.80% 31 Taiwan 250.47 0.53% 44.5% –6.9%

2.00% 25 US BROAD MARKET 1,102.39 –0.65% 12.2% –21.0%

1.50% -44 US Small Cap 1,468.87 –1.27% 17.8% –20.0%

3.50% 14 EM LATIN AMERICA 3,366.16 –0.61% 62.0% –22.4%

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

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

China says Rio Tinto
costs it $100 billion
Government alleges
miner used ‘deceit’
to gain information

GLOBAL BUSINESS BRIEFS

Samsung Securities Co.

Samsung Securities Co., South
Korea’s largest brokerage by mar-
ket capitalization, reported a 4.3%
rise in its fiscal first-quarter net
profit amid an increase in broker-
age commissions. The company
said net profit was 79.8 billion won
($65.2 million) in the quarter
ended June 30, up from 76.5 billion
won a year earlier. However, net
profit declined 11% from the 90 bil-
lion won reported in the fourth
quarter ended in March because of
a rise in marketing costs and gen-
eral expenses, the company said.
First-quarter revenue rose 36%
from a year earlier to 763.3 billion

won. Brokerage commissions rose
33% to 123.5 billion won in the first
quarter.

Creative Technology Ltd.

Creative Technology Ltd. posted
a loss in the fiscal fourth quarter
amid lower sales and an exceptional
loss, and the consumer-electronics
maker warned of difficult market
conditions ahead. Creative reported
a net loss of $14 million in the quar-
ter ended June 30, compared with a
net profit of $116.2 million in the
year-earlier period when the com-
pany booked an exceptional gain of
$147.9 million on the sale of its head-
quarters. The company said it
booked a provision of $12.8 million
for potentially unrecoverable loans
made to a former manufacturing
subsidiary in Malaysia that it di-

vested in July 2007. Net sales for the
quarter fell 38% to $86.1 million. Cre-
ative recorded a net loss of $137.9
million for the full fiscal year, com-
pared with a net profit of $128.2 mil-
lion in the previous fiscal year.

Orient Overseas (International)

Orient Overseas (International)
Ltd. reported its first interim net
loss in 10 years, citing plunging
freight rates, but the container-ship-
ping company expects the worst
may be over as rates have improved
since July. The company said it ex-
pects weak conditions to continue
into the second half and hurt de-
mand. Orient Overseas, listed in
Hong Kong, reported a net loss of
$231.8 million in the half ended June
30, compared with a net profit of
$158.3 million a year earlier. Reve-
nue fell 35% to $2.07 billion.

CORPORATE NEWS

Suntory Holdings Ltd.

Suntory Holdings Ltd. said its
first-half net profit fell 28% from a
year earlier, hurt by higher raw-ma-
terials costs and the impact of the
yen’s strength on profit from over-
seas. The privately held Japanese
food and beverage company, which
also bottles and distributes Pep-
siCo Inc.’s products in Japan,
posted a group net profit of 8.16 bil-
lion yen ($86.2 million), down from
11.35 billion yen a year earlier. Sales
rose 1% to 731 billion yen. Suntory
and Kirin Holdings Co. said last
month that they had started merger
talks. For the fiscal year ending in
March 2010, Suntory expects group
net profit to rise 12% to 36 billion
yen, with sales rising 2.8% to 1.555
trillion yen.

—Compiled from staff
and wire service reports.

Ayala Land Inc.

Ayala Land Inc. said second-quar-
ter net profit dropped 11%, although
core earnings showed some im-
provement as the high-end residen-
tial market recovered. Ayala Land,
the Philippines’ largest property de-
veloper by market capitalization,
said net profit was 964 million pe-
sos ($20.1 million) in the quarter
ended June 30, down from 1.08 bil-
lion pesos at the same time last year.
The result was up from last year’s
core profit of 907 million pesos.
Core profit excludes one-off items
that Ayala Land booked last year. Ay-
ala Land said second-quarter reve-
nue fell 2% to 6.98 billion pesos. Rev-
enue from residential developments
rose 19% to 3.71 billion pesos.

By Patricia Jiayi Ho

BEIJING—Auto sales in China
rose 63.6% in July from a year ear-
lier to 1.09 million vehicles, the fifth
straight month of more than one mil-
lion vehicles sold, boosted by the do-
mestic economic recovery and sup-
portive government policies, a semi-
official auto-industry group said.

China’s auto sales rose to 7.2 mil-
lion vehicles in the first seven
months of 2009, up 23.4% from the
year-earlier period, the China Asso-
ciation of Automobile Manufactur-

ers said. It didn’t provide year-ear-
lier figures for comparison.

July is traditionally a slow time
for auto sales, the association said.

Sales of passenger vehicles in
July rose 70.5% from a year earlier to
832,600, and sales of commercial ve-
hicles rose 44.2% to 253,000, it said.

The recovery of China’s economy
and Beijing’s efforts to encourage
small-car purchases have helped the
country buck the global trend of
auto sales, which have been hit hard
by the financial crisis.

By James T. Areddy

SHANGHAI—A Chinese state-se-
crecy watchdog accused miner Rio
Tinto PLC of using “deceit” for six
years to illegally obtain information
that resulted in the nation’s steel-
makers being overcharged more
than $100 billion for iron ore, in a
possible indication of how the gov-
ernment might pursue a case
against a group of detained Rio
Tinto employees.

The accusations against the An-
glo-Australian miner were pub-
lished in reports during the week-
end on China Secret Protect Online,
a Chinese-language Web site that
says it is affiliated with the Commu-
nist Party’s State Secrets Bureau.
The reports were written by offi-
cials in state-secret bureau offices
that are part of a number of organi-
zations that China maintains to mon-
itor and protect state secrets.

While not legal charges, the accu-
sations appear to reflect how seri-
ously Beijing believes its economy
has been damaged by high prices of
imported iron ore, a mineral used in
steelmaking.

For six years, Rio Tinto engaged
in “winning over and buying off, pry-
ing out intelligence, routing one by
one, and gaining things by deceit”
that led to 700 billion yuan, or $102
billion, in overpayment for iron ore
by China’s steel industry, one report
says. “The large amount of intelli-
gence and data from our country’s
steel sector found on Rio Tinto’s
computers and the massive damage
to our national economic security
and interests are plainly obvious,” it
concludes. The report was written
by Jiang Ruqin, who has in past gov-
ernment reports been described as
chief of the Secret Protection Bu-
reau of Huai’an city in eastern
Jiangsu province.

A second report considers the
case from a broader perspective, say-
ing it serves as an example of risks
that China’s business sector faces
from overseas spying threats and in-
dustry’s duty to protect state secrets.

Last month, State Security agents
in Shanghai detained four Rio Tinto
employees, and official Chinese re-
ports at the time accused them of
stealing state secrets. The detentions
came at a time of prickly relations be-
tween Rio Tinto and China’s govern-

ment-backed metals industry, and
the case has raised fears among for-
eign businesspeople about the risks
of being involved in big-dollar con-
tract negotiations in the country.

A Rio Tinto spokeswoman de-
clined to comment on the latest de-
velopment and referred to a com-
pany statement made July 17 that
said its employees weren’t involved
in bribery and at all times acted with
integrity. One of the four, Stern Hu,
is an Australian citizen, while the
others are Chinese nationals.

Beijing hasn’t brought official
charges against Rio Tinto or its em-
ployees, or spelled out details of the
bribery allegations. But publication
of the weekend reports suggests the
kind of arguments prosecutors
might cite in building a case based
on theft of national secrets, a charge
that carries criminal penalties.

China’s definition of a state se-
cret is so broad that it can encom-
pass virtually any information that
hasn’t been officially published.

The large price tag on damages is
particularly eye-catching. The re-
port that mentions it doesn’t say
how the figure was calculated. One
notation says “economic spies” took
the equivalent of $73 out of the pock-
ets of each Chinese citizen.

The amount appears to reflect
how benchmark prices set by Rio
Tinto in negotiations with Chinese
steelmakers are used throughout
the steel industry. The figure of $100
billion far exceeds what Rio Tinto it-
self has reported generating from
business in China in recent years.
Rio Tinto’s annual report for 2008
says the iron ore-group globally con-
tributed about $16.5 billion in reve-
nue—China was the largest market.

China imported almost 445 mil-
lion metric tons of iron ore in 2008,
according to Chinese customs data.
A Chinese government agency val-
ued a ton of iron ore at $76 in the
first half of this year, 43% below last
year’s average. In recent years,
China has objected to international
price levels of iron ore but typically
paid the same amount, according to
industry officials.

Detention of the Rio Tinto employ-
ees on July 5 came days after the com-
pany and a government-backed asso-
ciation of Chinese steelmakers
misseda deadlineto establish a bench-
mark 2008 price for iron ore. Rio has
so far refused to reduce prices as
much as desired by the association.

Yet the world price for the min-
eral has since soared, and industry
data suggest iron-ore imports by
China remain high as individual
steel mills buy on the spot market.

Puma AG

Net profit declines 16%
on higher operating costs

Puma AG said Friday its second-
quarter net profit dropped 16% as
higher operating costs and lower in-
terest rates on investments
weighed down its earnings. Herzoge-
naurach, Germany-based Puma, the
world’s third-biggest sporting-
goods company after Nike Inc. and
Adidas AG, said net profit in the
April-to-June period fell to Œ38.5
million ($54.6 million) from Œ46 mil-
lion a year earlier. However, sales
for the period were 4.1% higher,
climbing to Œ600.3 million from
Œ576.8 million. The company said
higher operating expenses contrib-
uted to the decline in profit. Puma
said those costs included develop-
ment and design expenses. Nike, Adi-
das and Puma have all launched cost-
cutting programs. French retail and
luxury-goods company PPR SA
owns 64% of Puma.

Donate online: www.smiletrain.org or call: 1-800-932-9541

Your support can provide free treatment for poor children
with clefts and other problems.

Mr./Mrs./Ms.

Address

City State Zip

Telephone eMail

Charge my gift to my credit card: �Visa �MasterCard �AMEX �Discover
Account No. Exp. Date

Signature

� My check is enclosed.

The SmileTrain-Dept.NPPR
P.O. Box 96210
Washington, DC 20090-6210

� $250 Surgery for one child.
� $125 Half the cost of one surgery.

� $ 50 Medications for one surgery.
� $ We’ll gratefully accept any amount.

N09081F37NQAY53
“...one of the most productive
charities—dollar for deed—

in the world.”
—The New York Times

Give A Child
With A Cleft

A Second
Chance At

Life.

According to the U.S. Government, women who plan to have a child should be sure to take sufficient levels of folic acid (400 micrograms per day) during pregnancy to help prevent neural tube defects
and reduce the risk for cleft lip and palate. When folic acid is taken one month before conception and throughout the first trimester, it has been proven to reduce the risk for neural tube defects by 50 to
70 per cent. For more information, visit www.SmileTrain.org. A copy of the current financial statement of The Smile Train Inc. is available by writing to The Smile Train Inc. 41 Madison Ave., 28th Floor, NY,
NY 10010 or by calling 212-689-9199. Documents and information submitted under the Maryland Solicitations Act are also available, for the cost of postage and copies, from the Maryland Secretary of
State, State House, Annapolis MD 21401, (410) 974-5534. The Smile Train is a 501 (c)(3) nonprofit recognized by the IRS, and all donations to The Smile Train are tax-deductible in accordance with IRS
regulations. © 2009 The Smile Train.

The Smile Train provides life
changing free cleft surgery which
takes as little as 45 minutes and
costs as little as $250.

It gives desperate children not
just a new smile —but a new life.
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EFG-Hermes Saudi Arabia Equity EA EQ SAU 08/04 SAR 5.63 18.7 –39.0 NS
EFG-Hermes Telecom OT EQ BMU 05/29 USD 28.96 12.9 –18.6 –8.2

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 08/06 USD 318.89 29.9 3.5 3.8
Sel Emerg Mkt Equity GL EQ GGY 08/06 USD 187.78 43.4 –17.1 –11.7
Sel Euro Equity EUR US EQ GGY 08/06 EUR 88.07 17.7 –22.8 –24.3
Sel European Equity EU EQ GGY 08/06 USD 167.71 22.0 –28.6 –22.5
Sel Glob Equity GL EQ GGY 08/06 USD 174.44 21.5 –24.0 –20.2
Sel Glob Fxd Inc GL BD GGY 08/06 USD 135.90 5.4 –6.3 –2.1
Sel Pacific Equity AS EQ GGY 08/06 USD 129.64 43.4 –11.5 –9.3
Sel US Equity US EQ GGY 08/06 USD 113.06 12.2 –24.1 –17.4
Sel US Sm Cap Eq US EQ GGY 08/06 USD 154.80 18.4 –25.3 –19.7

n SEB Sicav 2
Nordic Small Cap -C- OT OT LUX 08/07 EUR 112.06 NS NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 08/06 EUR 23.92 –8.8 –51.9 –48.3
MP-TURKEY.SI OT OT SVN 08/06 EUR 30.02 53.7 –23.1 –23.0

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq EU EQ LVA 08/06 EUR 3.12 48.6 –57.7 –43.6
Parex Eastern Europ Bal OT OT LVA 08/06 EUR 12.28 43.1 –10.9 –6.4
Parex Eastern Europ Bd EU BD LVA 08/06 USD 13.10 50.2 –7.4 –1.4
Parex Russian Eq EE EQ LVA 08/06 USD 16.11 86.0 –36.4 –21.3

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 08/07 USD 152.14 37.2 –14.8 –14.2
PF (LUX)-Asian Eq-Pca AS EQ LUX 08/07 USD 145.28 36.5 –15.6 –15.0
PF (LUX)-Biotech-Pca OT EQ LUX 08/06 USD 281.08 –1.4 –25.9 –5.1
PF (LUX)-CHF Liq-Pca CH MM LUX 08/06 CHF 124.19 0.2 0.5 1.3
PF (LUX)-CHF Liq-Pdi CH MM LUX 08/06 CHF 93.74 0.2 0.5 1.3
PF (LUX)-Digital Comm-Pca OT EQ LUX 08/06 USD 101.22 24.5 –6.9 –8.5
PF (LUX)-East Eu-Pca EU EQ LUX 08/06 EUR 247.64 85.5 –32.8 –26.5
PF (LUX)-Emg Mkts-Pca GL EQ LUX 08/07 USD 449.31 47.7 –22.2 –15.3
PF (LUX)-Eu Indx-Pca EU EQ LUX 08/06 EUR 90.51 18.4 –18.0 –18.7
PF (LUX)-EUR Bds-Pca EU BD LUX 08/06 EUR 378.59 1.4 5.2 2.2
PF (LUX)-EUR Bds-Pdi EU BD LUX 08/06 EUR 288.11 1.4 5.2 2.2
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 08/06 EUR 141.80 13.5 8.9 3.9
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 08/06 EUR 99.69 13.5 8.9 3.9
PF (LUX)-EUR HiYld-Pca EU BD LUX 08/06 EUR 129.32 43.4 –1.4 –5.2
PF (LUX)-EUR HiYld-Pdi EU BD LUX 08/06 EUR 74.97 43.4 –1.4 –5.2
PF (LUX)-EUR Liq-Pca EU MM LUX 08/06 EUR 135.77 0.8 2.1 2.9
PF (LUX)-EUR Liq-Pdi EU MM LUX 08/06 EUR 97.85 0.8 2.1 2.9
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 08/06 EUR 102.37 0.5 1.8 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 08/06 EUR 101.01 0.5 1.8 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 08/06 EUR 361.74 18.2 –22.0 –24.1
PF (LUX)-EuSust Eq-Pca EU EQ LUX 08/06 EUR 118.48 17.1 –17.8 –21.9
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 08/06 USD 229.41 21.1 14.2 9.8
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 08/06 USD 156.06 21.1 14.1 9.8
PF (LUX)-Gr China-Pca AS EQ LUX 08/07 USD 309.66 45.6 –4.0 –6.4
PF (LUX)-Indian Eq-Pca EA EQ LUX 08/07 USD 296.71 54.8 –14.0 –11.1
PF (LUX)-Jap Index-Pca JP EQ LUX 08/07 JPY 9219.71 13.2 –23.9 –23.8
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 08/07 JPY 8059.78 10.4 –28.7 –28.8
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 08/07 JPY 7837.28 10.0 –29.1 –29.2
PF (LUX)-JpEq130/30-Pca JP EQ LUX 08/07 JPY 4525.74 15.3 –23.4 –23.9
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 07/23 USD 45.27 9.1 –53.3 NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 08/07 USD 228.16 44.1 –12.3 –9.3
PF (LUX)-Piclife-Pca CH BA LUX 08/06 CHF 754.33 9.4 –4.3 –6.3
PF (LUX)-PremBrnds-Pca OT EQ LUX 08/06 EUR 54.69 23.9 –9.9 –18.2
PF (LUX)-Rus Eq-Pca OT OT LUX 08/06 USD 47.09 106.2 –38.6 NS
PF (LUX)-Security-Pca GL EQ LUX 08/06 USD 86.24 20.7 –10.4 –12.5
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 08/06 EUR 403.86 23.8 –21.6 –22.9
PF (LUX)-US Eq-Ica US EQ LUX 08/06 USD 91.47 12.0 –23.1 –14.4
PF (LUX)-USA Index-Pca US EQ LUX 08/06 USD 80.70 11.3 –21.4 –16.3
PF (LUX)-USD Gov Bds-Pca US BD LUX 08/06 USD 501.70 –5.4 4.9 5.5
PF (LUX)-USD Gov Bds-Pdi US BD LUX 08/06 USD 368.14 –5.4 4.9 5.5
PF (LUX)-USD Liq-Pca US MM LUX 08/06 USD 130.93 0.6 1.3 2.3
PF (LUX)-USD Liq-Pdi US MM LUX 08/06 USD 85.49 0.6 1.3 2.3

PF (LUX)-USD Sov Liq-Pca OT OT LUX 08/06 USD 101.57 0.3 1.4 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 08/06 USD 100.86 0.3 1.4 NS
PF (LUX)-Water-Pca GL EQ LUX 08/06 EUR 111.23 8.0 –16.1 –14.9
PF (LUX)-WldGovBds-Pca GL BD LUX 08/07 USD 162.04 –1.7 6.0 8.4
PF (LUX)-WldGovBds-Pdi GL BD LUX 08/07 USD 134.13 –1.7 6.0 8.4

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 08/06 USD 11.14 42.1 –11.1 –12.2
Japan Fund USD JP EQ IRL 08/07 USD 16.21 10.3 8.6 –5.1
Polar Healthcare Class I USD OT OT IRL 08/06 USD 11.57 NS NS NS
Polar Healthcare Class R USD OT OT IRL 08/06 USD 11.57 NS NS NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 06/30 USD 123.19 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 05/29 USD 8.36 23.9 –48.7 –17.6
Europn Conviction USD B EU EQ CYM 06/30 USD 132.65 5.0 17.6 11.1
Europn Forager USD B OT OT CYM 06/30 USD 199.88 11.7 0.4 –2.7
Latin America USD A GL EQ CYM 06/30 USD 14.25 2.2 –4.7 14.7
Paragon Limited USD A OT OT CYM 12/31 USD 309.60 12.7 12.7 14.2
UK Fund USD A OT OT CYM 06/30 USD 171.84 3.6 5.7 1.6

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 08/05 USD 109.03 77.9 –8.5 NS

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 08/06 EUR 626.34 11.2 –21.9 NS
Core Eurozone Eq B EU EQ IRL 08/06 EUR 744.98 13.3 –19.1 NS
Euro Fixed Income A EU BD IRL 08/06 EUR 1191.23 5.2 –1.3 –3.0
Euro Fixed Income B EU BD IRL 08/06 EUR 1268.67 5.6 –0.7 –2.4
Euro Small Cap A EU EQ IRL 08/06 EUR 1073.48 26.6 –21.7 –28.0
Euro Small Cap B EU EQ IRL 08/06 EUR 1147.12 27.1 –21.2 –27.5
Eurozone Agg Eq A EU EQ IRL 08/06 EUR 583.61 17.4 –21.4 –23.0
Eurozone Agg Eq B EU EQ IRL 08/06 EUR 836.71 17.9 –21.0 –22.6
Glbl Bd (EuroHdg) A GL BD IRL 08/06 EUR 1316.32 9.9 4.0 1.3
Glbl Bd (EuroHdg) B GL BD IRL 08/06 EUR 1393.82 10.3 4.8 2.0
Glbl Bd A EU BD IRL 08/06 EUR 1049.59 7.0 9.7 0.8
Glbl Bd B EU BD IRL 08/06 EUR 1115.13 7.5 10.4 1.4
Glbl Real Estate A OT EQ IRL 08/06 USD 797.20 19.6 –29.2 –21.6
Glbl Real Estate B OT EQ IRL 08/06 USD 819.88 20.0 –28.8 –21.1
Glbl Real Estate EH-A OT EQ IRL 08/06 EUR 724.66 15.5 –29.6 –23.0
Glbl Real Estate SH-B OT EQ IRL 08/06 GBP 67.82 14.4 –30.5 –22.7
Glbl Strategic Yield A EU BD IRL 08/06 EUR 1429.35 26.4 –1.4 –1.3
Glbl Strategic Yield B EU BD IRL 08/06 EUR 1525.97 26.9 –0.8 –0.7
Japan Equity A JP EQ IRL 08/06 JPY 12288.00 18.9 –21.9 –24.3
Japan Equity B JP EQ IRL 08/06 JPY 13065.00 19.3 –21.5 –23.9
PacBasn (Ex-Jap) Eq A AS EQ IRL 08/06 USD 1989.47 54.7 –4.9 –9.1
PacBasn (Ex-Jap) Eq B AS EQ IRL 08/06 USD 2118.06 55.2 –4.3 –8.5
Pan European Eq A EU EQ IRL 08/06 EUR 860.18 19.7 –20.2 –21.9
Pan European Eq B EU EQ IRL 08/06 EUR 914.76 20.1 –19.8 –21.5
US Equity A US EQ IRL 08/06 USD 779.32 16.5 –23.0 –15.5
US Equity B US EQ IRL 08/06 USD 832.39 16.9 –22.6 –15.0
US Small Cap A US EQ IRL 08/06 USD 1149.14 14.3 –24.3 –17.4
US Small Cap B US EQ IRL 08/06 USD 1228.13 14.7 –23.9 –16.9

n SEB ASSET MANAGEMENT S.A.
www.seb.se

n SEB Fund 1
Asset Sele C EUR OT OT LUX 08/07 EUR 13.50 –4.5 15.8 11.7
Asset Sele C H-CHF OT OT LUX 08/07 CHF 93.83 NS NS NS
Asset Sele C H-GBP OT OT LUX 08/07 GBP 94.51 NS NS NS
Asset Sele C H-JPY OT OT LUX 08/07 JPY 9414.23 NS NS NS
Asset Sele C H-NOK OT OT LUX 08/07 NOK 108.21 –3.8 NS NS
Asset Sele C H-SEK OT OT LUX 08/07 SEK 135.54 –4.9 16.7 12.1
Asset Sele C H-USD OT OT LUX 08/07 USD 94.54 NS NS NS
Asset Sele D H-SEK OT OT LUX 08/07 SEK 127.20 –4.9 NS NS
Choice Global Value -C- GL EQ LUX 08/07 SEK 68.71 14.2 –23.5 –25.9
Choice Global Value -D- OT OT LUX 08/07 SEK 65.84 14.2 –23.5 NS
Choice Global Value -I- OT OT LUX 08/07 EUR 5.97 22.6 –29.1 –28.9
Choice Japan Fd -C- OT OT LUX 08/07 JPY 50.43 12.2 –23.5 –25.4
Choice Japan Fd -D- OT OT LUX 08/07 JPY 45.35 12.2 –23.4 –25.4
Choice Jpn Chance/Risk JP EQ LUX 08/07 JPY 52.21 16.6 –28.2 –28.0
Choice NthAmChance/Risk US EQ LUX 08/07 USD 3.54 26.5 –25.4 –15.0
Ethical Europe Fd OT OT LUX 08/07 EUR 1.77 18.8 –25.0 –25.4
Europe 1 Fd OT OT LUX 08/07 EUR 2.55 22.4 –23.8 –25.2
Europe 3 Fd EU EQ LUX 08/07 EUR 3.63 19.0 –25.7 –26.3
Global Chance/Risk Fd GL EQ LUX 08/07 EUR 0.54 14.9 –17.8 –20.0
Global Fd -C- OT OT LUX 08/07 USD 1.92 15.6 –25.0 –18.8
Global Fd -D- OT OT LUX 08/07 USD 1.20 15.6 NS NS
Nordic Fd OT OT LUX 08/07 EUR 5.08 25.9 –11.2 –14.6

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 08/07 USD 6.55 44.5 –7.5 –9.8
Choice Asia ex. Japan -D- OT OT LUX 08/07 USD 1.15 44.5 NS NS
Currency Alpha EUR -IC- OT OT LUX 08/07 EUR 10.53 –3.5 –1.9 1.5
Currency Alpha EUR -RC- OT OT LUX 08/07 EUR 10.45 –3.8 –2.3 1.1
Currency Alpha SEK -ID- OT OT LUX 08/07 SEK 97.90 –7.3 –5.8 NS
Currency Alpha SEK -RC- OT OT LUX 08/07 SEK 106.97 –3.8 –2.3 1.1

Generation Fd 80 OT OT LUX 08/07 SEK 7.22 13.1 –10.3 NS
Nordic Focus EUR NO EQ LUX 08/07 EUR 68.63 37.6 –16.7 NS
Nordic Focus NOK NO EQ LUX 08/07 NOK 74.11 37.6 –16.7 NS
Nordic Focus SEK NO EQ LUX 08/07 SEK 74.86 37.6 –16.7 NS
Russia Fd OT OT LUX 08/07 EUR 6.67 99.9 –30.5 –21.0

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 08/07 USD 1.61 16.2 –21.4 –17.3
Ethical Glbl Fd -C- OT OT LUX 08/07 USD 0.75 13.9 NS NS
Ethical Glbl Fd -D- OT OT LUX 08/07 USD 0.73 22.5 –20.4 –17.5
Ethical Sweden Fd NO EQ LUX 08/07 SEK 37.80 37.1 2.6 –10.0
Index Linked Bd Fd SEK OT BD LUX 08/07 SEK 12.77 0.3 1.3 4.3
Medical Fd OT EQ LUX 08/07 USD 2.94 2.5 –18.4 –10.2
Short Medium Bd Fd SEK NO MM LUX 08/07 SEK 8.80 1.1 1.8 2.7
Technology Fd -C- OT OT LUX 08/07 USD 0.18 NS NS NS
Technology Fd -D- OT OT LUX 08/07 USD 2.17 39.4 –12.0 –9.2
World Fd -C- OT OT LUX 08/07 USD 26.35 NS NS NS
World Fd -D- OT OT LUX 08/07 USD 2.00 24.7 –16.2 –11.9

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 08/07 EUR 1.27 0.1 0.3 1.4
Short Bond Fd EUR -D- OT OT LUX 08/07 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 08/07 SEK 21.92 1.7 2.0 2.9
Short Bond Fd USD US MM LUX 08/07 USD 2.49 –0.2 0.4 1.6

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 08/07 SEK 10.15 0.8 –1.7 0.2
Alpha Bond Fd SEK -B- NO BD LUX 08/07 SEK 8.78 0.8 –1.7 0.2
Alpha Bond Fd SEK -C- NO BD LUX 08/07 SEK 25.40 0.8 –1.8 0.1
Alpha Bond Fd SEK -D- NO BD LUX 08/07 SEK 7.91 0.8 –1.8 0.1
Alpha Short Bd SEK -A- NO MM LUX 08/07 SEK 11.07 2.4 2.8 3.3
Alpha Short Bd SEK -B- NO MM LUX 08/07 SEK 10.12 2.4 2.8 3.3
Alpha Short Bd SEK -C- NO MM LUX 08/07 SEK 21.65 2.4 2.7 3.2
Alpha Short Bd SEK -D- NO MM LUX 08/07 SEK 8.19 2.4 2.7 3.2
Bond Fd SEK -C- NO BD LUX 08/07 SEK 42.05 1.2 9.6 6.2
Bond Fd SEK -D- NO BD LUX 08/07 SEK 12.21 1.3 9.6 5.6
Corp. Bond Fd EUR -C- EU BD LUX 08/07 EUR 1.21 11.1 3.5 1.3
Corp. Bond Fd EUR -D- EU BD LUX 08/07 EUR 0.93 11.1 3.6 1.2
Corp. Bond Fd SEK -C- NO BD LUX 08/07 SEK 11.95 11.2 –0.4 –0.1
Corp. Bond Fd SEK -D- NO BD LUX 08/07 SEK 9.03 11.2 –0.4 0.0
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 08/07 EUR 102.69 –1.1 4.6 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 08/07 EUR 107.11 3.4 9.1 NS
Danish Mortgage Bond Fd SEK -ID- OT OT LUX 12/17 SEK 121.91 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 08/07 SEK 1096.87 3.4 9.1 NS
Flexible Bond Fd -C- NO BD LUX 08/07 SEK 21.32 2.2 5.8 4.5
Flexible Bond Fd -D- NO BD LUX 08/07 SEK 11.66 2.2 5.8 4.5

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 08/07 USD 2.28 48.2 –14.5 –8.6
Eastern Europe Fd OT OT LUX 08/07 EUR 2.18 27.3 –29.2 –23.8

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 08/07 SEK 26.20 56.1 8.4 –14.6
Eastern Europe SmCap Fd OT OT LUX 08/07 EUR 2.02 54.5 –29.4 –28.9
Europe Chance/Risk Fd EU EQ LUX 08/07 EUR 942.70 23.6 –26.5 –27.3
Listed Private Equity -C- OT OT LUX 08/07 EUR 118.03 43.3 NS NS
Listed Private Equity -IC- OT OT LUX 08/07 EUR 68.32 65.4 NS NS
Listed Private Equity -ID- OT OT LUX 08/07 EUR 66.34 60.8 NS NS
Nordic Small Cap -IC- OT OT LUX 08/07 EUR 112.26 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 08/07 SEK 77.38 –3.4 –21.4 –14.6
Asset Sele Defensive Acc EUR -C- OT OT LUX 08/07 EUR 98.86 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 08/07 SEK 98.95 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 08/07 USD 100.11 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 08/07 SEK 70.69 –3.4 –21.4 –15.9
Asset Sele Opp C H NOK OT OT LUX 08/07 NOK 98.01 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 08/07 SEK 97.08 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 08/07 EUR 97.78 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 08/07 GBP 97.65 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 08/07 SEK 97.79 NS NS NS
Asset Sele Original C EUR OT OT LUX 08/07 EUR 99.71 NS NS NS
Asset Sele Original D GBP OT OT LUX 08/07 GBP 99.78 NS NS NS
Asset Sele Original ID GBP OT OT LUX 08/07 GBP 99.67 NS NS NS

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 07/30 USD 976.31 3.8 NS NS
MENA Special Sits Fund OT OT BMU 07/30 USD 1066.11 9.8 NS NS

UAE Blue Chip Fund OT OT ARE 07/30 AED 5.63 22.8 –54.8 –20.0

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 08/06 EUR 29.01 2.3 –6.5 1.6
Bonds Eur Corp A OT OT LUX 08/05 EUR 22.53 8.7 5.1 1.0
Bonds Eur Hi Yld A OT OT LUX 08/05 EUR 18.87 42.0 –0.9 –6.0
Bonds EURO A OT OT LUX 08/06 EUR 40.62 2.9 9.5 5.4
Bonds Europe A OT OT LUX 08/06 EUR 39.05 3.1 9.0 4.8
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 –4.7 11.9 0.0
Bonds US OppsCoreplus A OT OT LUX 08/05 USD 35.14 11.4 12.0 8.1
Bonds World A OT OT LUX 08/05 USD 41.43 4.0 6.4 9.4
Eq. China A OT OT LUX 08/06 USD 22.25 48.9 4.0 –7.6
Eq. ConcentratedEuropeA OT OT LUX 08/06 EUR 24.44 18.6 –22.8 –22.9
Eq. Eastern Europe A OT OT LUX 08/06 EUR 19.00 43.8 –40.2 –31.6
Eq. Equities Global Energy OT OT LUX 08/06 USD 16.04 12.5 –31.9 –14.1
Eq. Euroland A OT OT LUX 08/06 EUR 9.59 4.7 –27.0 –25.5
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 08/06 EUR 16.02 16.6 –21.8 –18.9
Eq. EurolandFinancialA OT OT LUX 08/06 EUR 10.78 28.0 –24.6 –25.6
Eq. Glbl Emg Cty A OT OT LUX 08/06 USD 8.65 44.6 –18.5 –13.3
Eq. Global A OT OT LUX 08/06 USD 24.75 17.7 –20.6 –19.4
Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6
Eq. Gold Mines A OT OT LUX 08/06 USD 26.40 26.3 6.6 2.8
Eq. Japan Sm Cap A OT OT LUX 08/06 JPY 1104.73 22.0 –12.1 –25.5
Eq. Japan Target A OT OT LUX 08/07 JPY 1792.66 14.5 –4.8 –12.7
Eq. Pacific A OT OT LUX 08/06 USD 9.01 41.1 –12.8 –11.8
Eq. US ConcenCore A OT OT LUX 08/06 USD 19.56 20.4 –16.5 –12.2
Eq. US Lg Cap Gr A OT OT LUX 08/06 USD 13.58 25.9 –27.3 –15.1
Eq. US Mid Cap A OT OT LUX 08/05 USD 25.77 28.6 –21.4 –14.3
Eq. US Multi Strg A OT OT LUX 08/05 USD 19.27 20.6 –25.5 –18.2
Eq. US Rel Val A OT OT LUX 08/06 USD 18.54 19.4 –25.3 –22.4
Eq. US Sm Cap Val A OT OT LUX 08/06 USD 14.67 13.4 –33.8 –25.8
Eq. US Value Opp A OT OT LUX 08/06 USD 14.70 13.4 –33.9 –26.5
Money Market EURO A OT OT LUX 08/06 EUR 27.35 0.8 2.6 3.4
Money Market USD A OT OT LUX 08/06 USD 15.82 0.5 1.5 2.7

n YUKI INTERNATIONAL LIMITED
Tel +44-207-269-0203 www.yukifunds.com

n YMR-N Series
YMR-N Growth Fund OT OT IRL 08/07 JPY 9311.00 8.2 –25.4 –32.4
YMR-N Japan Fund OT OT IRL 08/07 JPY 10366.00 9.8 –25.7 –29.5
YMR-N Small Cap Fund OT OT IRL 08/07 JPY 7186.00 12.0 –17.3 –32.1

n Yuki 77 Series
Yuki 77 General JP EQ IRL 08/07 JPY 6458.00 9.4 –28.2 –31.0
Yuki 77 Growth JP EQ IRL 08/07 JPY 6014.00 1.7 –33.8 –35.8

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 08/07 JPY 6764.00 8.4 –27.1 –31.9
Yuki Chugoku JpnLowP JP EQ IRL 08/07 JPY 8495.00 3.7 –19.9 –26.8

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 08/07 JPY 7239.00 6.9 –28.2 –31.8

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 08/07 JPY 4781.00 5.1 –32.0 –31.9
Yuki Hokuyo Jpn Inc JP EQ IRL 08/07 JPY 5487.00 3.9 –26.5 –25.9
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 08/07 JPY 5272.00 12.1 –17.2 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 08/07 JPY 4520.00 6.4 –35.3 –35.3
Yuki Mizuho Jpn Dyn Gro OT OT IRL 08/07 JPY 4871.00 8.4 –34.5 –35.3
Yuki Mizuho Jpn Exc 100 OT OT IRL 08/07 JPY 6917.00 13.4 –28.5 –30.9
Yuki Mizuho Jpn Gen OT OT IRL 08/07 JPY 8784.00 9.5 –25.8 –31.8
Yuki Mizuho Jpn Gro OT OT IRL 08/07 JPY 6653.00 6.4 –24.7 –32.7
Yuki Mizuho Jpn Inc OT OT IRL 08/07 JPY 7914.00 –0.5 –30.3 –29.4
Yuki Mizuho Jpn Lg Cap OT OT IRL 08/07 JPY 5302.00 6.4 –28.1 –30.3
Yuki Mizuho Jpn LowP OT OT IRL 08/07 JPY 12271.00 8.3 –16.2 –24.3
Yuki Mizuho Jpn PGth OT OT IRL 08/07 JPY 8339.00 9.1 –29.8 –32.5
Yuki Mizuho Jpn SmCp OT OT IRL 08/07 JPY 7183.00 17.1 –16.9 –31.4
Yuki Mizuho Jpn Val Sel OT OT IRL 08/07 JPY 5964.00 14.8 –21.3 –26.1
Yuki Mizuho Jpn YoungCo OT OT IRL 08/07 JPY 2935.00 23.0 –22.5 –38.3

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 08/07 JPY 5084.00 13.0 –32.2 –33.6

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 08/07 JPY 5539.00 8.6 –27.3 –33.0
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n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 06/30 USD 1300.11 34.2 NS NS

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 06/30 USD 1354.00 0.5 4.1 5.9
CMA MultHdge Arbtrge OT OT CYM 05/29 USD 1752.69 0.7 –8.8 –4.4
CMA MultHdge Balncd OT OT CYM 05/29 USD 1246.22 0.4 4.8 5.8
CMA MultHdge Growth OT OT CYM 06/30 USD 1691.59 2.7 7.0 6.4
CMA MultiHdge Lvrgd OT OT CYM 06/30 USD 952.17 –0.3 1.6 6.7

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 06/30 EUR 99.06 0.7 –22.7 –11.5
D'Auriol Opp F3 EUR EU MM CYM 05/29 EUR 989.59 –0.7 –25.0 –15.0

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 07/17 USD 686.32 52.2 –58.3 –34.8

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 07/31 EUR 175.71 –18.2 –7.7 5.9
Horseman EmMkt Opp USD GL EQ USA 07/31 USD 176.92 –19.4 –9.8 4.9
Horseman EurSelLtd EUR EU EQ GBR 07/31 EUR 178.29 –14.8 –16.1 3.3
Horseman EurSelLtd USD EU EQ GBR 07/31 USD 184.87 –15.0 –16.6 3.1
Horseman Glbl Ltd EUR GL EQ CYM 07/31 USD 390.96 –20.6 –6.3 5.5
Horseman Glbl Ltd USD GL EQ CYM 07/31 USD 390.96 –20.6 –6.3 5.5

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
Global Absolute OT OT GGY 07/17 GBP 0.99 5.3 NS NS
Global Absolute EUR OT OT NA 07/10 EUR 1.46 5.5 NS NS
Global Absolute USD OT OT GGY 07/17 USD 1.86 5.6 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 07/17 EUR 80.18 5.1 NS NS
Special Opp Inst EUR OT OT CYM 07/17 EUR 75.55 5.2 NS NS
Special Opp Inst USD OT OT CYM 07/17 USD 85.56 6.0 NS NS

Special Opp USD OT OT CYM 07/17 USD 84.06 5.6 NS NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 05/22 EUR 123.47 3.5 –13.4 –3.8
GH Fund CHF Hdg OT OT JEY 07/17 CHF 104.70 4.9 NS NS
GH Fund EUR Hdg (Non-V) OT OT JEY 05/22 EUR 111.63 2.9 –15.9 –5.9
GH Fund GBP Hdg OT OT JEY 07/17 GBP 124.28 5.5 NS NS
GH Fund Inst EUR OT OT JEY 05/29 EUR 91.86 10.0 –10.4 NS
GH Fund Inst USD OT OT JEY 07/17 USD 104.96 6.4 NS NS
GH FUND S EUR OT OT CYM 07/17 EUR 120.04 6.2 NS NS
GH FUND S GBP OT OT JEY 07/17 GBP 124.35 5.7 NS NS
GH Fund S USD OT OT CYM 07/17 USD 140.67 6.6 NS NS
GH Fund USD OT OT GGY 07/17 USD 257.89 5.8 NS NS
Hedge Investments OT OT JEY 07/17 USD 131.48 6.1 NS NS
Leverage GH USD OT OT GGY 07/17 USD 107.91 10.6 NS NS
MultiAdv Arb CHF Hdg OT OT JEY 07/17 CHF 89.41 6.4 NS NS
MultiAdv Arb EUR Hdg OT OT JEY 07/17 EUR 96.80 7.1 NS NS
MultiAdv Arb GBP Hdg OT OT JEY 07/17 GBP 104.15 7.5 NS NS
MultiAdv Arb S EUR OT OT CYM 07/17 EUR 102.95 7.6 NS NS
MultiAdv Arb S GBP OT OT CYM 07/17 GBP 107.60 7.9 NS NS
MultiAdv Arb S USD OT OT CYM 07/17 USD 117.56 8.5 NS NS
MultiAdv Arb USD OT OT GGY 06/30 USD 181.37 7.5 –17.9 –10.2

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 06/30 USD 111.58 4.2 –14.9 –7.1
Asian AdbantEdge EUR OT OT JEY 07/17 EUR 95.59 7.8 NS NS
Asian AdvantEdge OT OT JEY 07/17 USD 175.11 8.1 NS NS
Emerg AdvantEdge OT OT JEY 07/17 USD 157.52 12.2 NS NS
Emerg AdvantEdge EUR OT OT JEY 07/17 EUR 87.77 11.7 NS NS
Europ AdvantEdge EUR OT OT JEY 07/17 EUR 122.79 6.5 NS NS
Europ AdvantEdge USD OT OT JEY 07/17 USD 130.08 6.6 NS NS
Japan AdvantEdge JPY OT OT JEY 06/30 JPY 7913.02 –2.1 –10.8 –8.6
Japan AdvantEdge USD OT OT JEY 06/30 USD 92.51 –1.7 –9.6 –6.5
Lvgd Alpha AdvantEdge OT OT JEY 06/30 USD 91.87 7.0 –33.1 –19.2
Real AdvantEdge EUR OT OT NA 07/17 EUR 103.21 4.4 NS NS
Real AdvantEdge USD OT OT NA 07/17 USD 103.24 4.6 NS NS
Trading Adv JPY OT OT NA 07/17 JPY 9336.76 NS NS NS
Trading AdvantEdge OT OT GGY 07/17 USD 141.68 –6.6 NS NS
Trading AdvantEdge EUR OT OT GGY 07/17 EUR 128.90 –6.3 NS NS
Trading AdvantEdge GBP OT OT GGY 07/17 GBP 135.81 –6.7 NS NS
US AdvantEdge OT OT JEY 06/30 USD 105.30 2.9 –19.3 –7.5

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 06/30 EUR 190.43 NS NS NS
Integrated Dir Trading USD OT OT CYM 06/30 USD 94.58 3.5 –4.4 5.3
Integrated Emg Markets EUR OT OT CYM 06/30 EUR 76.09 6.9 –21.7 –12.8
Integrated European EUR OT OT CYM 06/30 EUR 151.17 1.4 –4.1 –1.0
Integrated Event Driven USD OT OT CYM 06/30 USD 82.54 0.3 –22.8 –11.0
Integrated Lg/Sh Sel A USD OT OT CYM 06/30 USD 85.01 –1.6 –14.8 –6.9
Integrated MultSt B USD OT OT VGB 06/30 USD 119.05 3.3 –16.3 –6.8
Integrated Relative Value USD OT OT CYM 06/30 EUR 94.14 3.1 –5.3 –3.0

n INVENTUM ASSET MANAGEMENT S.A.
info@inventumcapital.com
Tel. +7 495 792 5595 www.inventumcapital.com
Inv Absolute Return Fund OT OT BMU 06/30 USD 123.48 22.0 NS NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 07/31 USD 264.98 37.9 –60.6 –40.0
Antanta MidCap Fund EE EQ AND 07/31 USD 439.65 51.7 –69.8 –45.8
Meriden Opps Fund GL OT AND 07/22 EUR 74.42 –14.5 –28.2 NS
Meriden Protective Div OT OT AND 11/24 EUR 78.88 –2.8 NS NS

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 05/29 USD 1278.44 NS –13.8 –5.3

n SEB ALTERNATIVE INVESTMENT
SEB KEY Europe Equity Long Short

Key Europe Long/Short EUR -IC- OT OT LUX 06/30 EUR 86.74 2.2 –13.3 NS
Key Europe Long/Short EUR -RC- OT OT LUX 06/30 EUR 86.22 1.9 –13.8 NS

n SEB KEY Hedge

Key Hedge EUR -IC- OT OT LUX 06/30 EUR 97.46 7.5 –2.9 NS
Key Hedge EUR-RC- OT OT LUX 06/30 EUR 96.90 7.2 –3.4 NS

n SEB KEY Market Independent II
Key Market Independent II EUR -RC- OT OT LUX 06/30 EUR 91.98 8.5 –6.1 NS
Key Market Independent II SEK -I- OT OT LUX 06/30 SEK 89.48 9.0 –6.2 NS

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 06/30 EUR 83.89 5.4 –15.7 NS
Key Recovery -RC- OT OT LUX 06/30 EUR 83.40 5.1 –16.2 NS

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 08/04 USD 39.93 –52.0 –31.1 –4.1
Superfund GCT USD* OT OT LUX 08/04 USD 2057.00 –43.7 –31.4 –7.6
Superfund Gold A (SPC) OT OT CYM 08/04 USD 857.49 –26.2 –18.7 9.8
Superfund Gold B (SPC) OT OT CYM 08/04 USD 823.80 –38.9 –27.8 4.2
Superfund Q-AG* OT OT AUT 08/04 EUR 6148.00 –29.9 –19.3 –1.7

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 07/31 EUR 1178.96 –8.9 –11.7 1.6
Winton Evolution GBP GL OT VGB 07/31 GBP 1160.26 –9.0 –11.4 2.4
Winton Evolution JPY OT OT VGB 02/27 JPY 115254.95 0.7 –3.8 7.1
Winton Evolution USD GL OT CYM 07/31 USD 1148.31 –9.2 –12.0 1.5
Winton Futures EUR GL OT VGB 07/31 EUR 189.57 –7.9 –1.0 11.3
Winton Futures GBP GL OT VGB 07/31 GBP 204.29 –8.0 –0.5 12.6
Winton Futures JPY Lead Series 2 GL OT VGB 07/31 JPY 13537.94 –8.3 –2.8 8.7
Winton Futures USD GL OT VGB 07/31 USD 671.65 –8.5 –1.7 11.2
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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/funddata ] Advertisement

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 06/30 USD 1328.84 3.2 3.2 2.6 –18.0 –7.1

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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Iraqis detain U.K. contractor after shootings

Iraq’s Maliki seeks tighter grip
Push to control political parties, NGOs and media could curb freedoms, lawmakers say

Iraqi Prime Minister Nouri al-Maliki, right, with President Jalal Talabani, visited
Kurdish leaders on Aug. 2 to address renewed territorial conflicts.
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ECONOMY & POLITICS

By Charles Levinson

BAGHDAD—Iraqi authorities de-
tained a British security contractor
working for a company contracted
by the U.S. government Sunday
morning, saying he allegedly shot

and killed two colleagues during a
late-night altercation in Baghdad’s
Green Zone.

Iraqi officials said they held Ar-
morGroup employee Danny Fitzsim-
mons, a Brit, and were investigating
the incident, which occurred after
midnight Sunday morning. Mr.
Fitzsimmons also allegedly shot and
critically wounded an Iraqi while try-
ing to escape, Iraqi police spokes-
man Abdul Karim Khalaf said.

“The gunman had a fight with
two people, and he shot them both,
and then he shot and wounded an
Iraqi while trying to run away,” Mr.
Khalaf said. “We have the suspect in
custody in an Iraqi police station
and are investigating.”

Two U.S. soldiers eventually
chased down the alleged gunman
and disarmed him before handing
him over to Iraqi security forces, ac-
cording to a spokesman for the U.S.
Embassy in Baghdad. The U.S. mili-
tary denied it played any role in de-
taining the suspect. The U.S. mili-

tary turned formal security respon-
sibility for the Green Zone over to
Iraqi authorities this year, but the
U.S. military still has a formidable
presence in the walled-off enclave,
home to many Western organiza-
tions and embassies.

If Iraqi authorities charge Mr.
Fitzsimmons with a crime, it would
be the first known case of a Western
security contractor facing charges
under Iraqi law since a new
U.S.-Iraqi security agreement took
effect Jan. 1. Before that, most pri-
vate security contractors enjoyed
immunity from Iraqi law.

In June, five American contrac-
tors were detained by Iraqi police af-
ter a U.S. citizen was found bound
and stabbed to death in his car in the
Green Zone, but the five later were
released into U.S. custody.

The two victims in Sunday’s
shooting have been identified as
Paul McGuigan, from the U.K., and
Australian Daren Hoare, according
to Patrick Toyne-Sewell, a spokes-

man for ArmorGroup, the company
that employed the two victims and
the alleged gunman.

“I can confirm the deaths of two
Armor Group Iraq employees in the
early hours of this morning in a fire-
arms incident in the International
Zone in Baghdad,” said Mr. Toyne-
Sewell. “We are working closely with
the Iraqi authorities to investigate
the circumstances of their deaths.”

Mr. Fitzsimmons was described
by an acquaintance as an “old hand
in Iraq,” having worked as a security
contractor there since 2004. He had
been outside of Iraq since mid-2008,
however, and had just returned to
Baghdad in the past few weeks, the
acquaintance said.

ArmorGroup, a subsidiary of G4S
PLC, an international private secu-
rity firm with headquarters in Lon-
don and McLean, Va., is one of the
largest security firms working in
Iraq, where it employs more than
1,000 people, according to Mr.
Toyne-Sewell.

By Charles Levinson

BAGHDAD—Prime Minister
Nouri al-Maliki has proposed a se-
ries of laws that lawmakers, West-
ern officials and nongovernmental
organizations say could curb demo-
cratic freedoms in Iraq.

If successful, the push would
tighten government control over
political parties, NGOs and the me-
dia, aiding Mr. Maliki’s efforts to
centralize authority over the coun-
try as the U.S. role in Iraq dwindles.

“Maliki is using all his political
power to push through constitu-
tional changes that will centralize
power in his hands under the um-
brella of security,” said Julia
Pataki, an adviser to Iraq’s parlia-
ment working for the U.S. State De-
partment-funded Institute for In-
ternational Law and Human Rights.
“These laws show Maliki appears
to have a well-defined strategy and
vision for Iraq, but they send mixed
messages about just how demo-
cratic that vision is.”

The prime minister’s office says
many of the new laws are necessary
to confront security challenges and
to minimize the influence of Iraq’s
neighbors.

In a reminder of just how daunt-
ing those security challenges re-
main, a series of bombs targeting Shi-
ite worshippers killed at least 36 peo-
ple in Mosul and Baghdad on Friday.

The bombings, which hit a Shi-
ite mosque in Mosul and several
minibuses ferrying Shiite pilgrims
back to the capital Baghdad, ap-
peared to be the latest attempt by
insurgents to rekindle the sectar-
ian warfare that shook the country
in 2006 and 2007.

“We are fully committed to mak-
ing Iraq a free and democratic coun-
try,” an aide to Mr. Maliki said. “But
we also face some of the most ex-
traordinary security threats of any
country in the world and have to be
prepared to confront these threats
on every level.”

Mr. Maliki and his allies in gov-
ernment have submitted the pro-
posed laws to parliament. Many of
the bills are unlikely to be passed by

the stalemated legislature before na-
tional elections in January. Mr. Ma-
liki has a lot of political jockeying to
do if he hopes to muster adequate
support for them within parliament.

The bills include a proposal to
give official legal status and ex-
panded powers to a controversial
body called the State Ministry for
National Security, creating a “po-
litical crimes directorate” to moni-
tor political parties and nongov-
ernmental organizations, among
other things, according to a draft
of the law reviewed by The Wall
Street Journal.

Mr. Maliki established the minis-
try in 2005—in what U.S. officials
complained was an effort to circum-
vent the authority of the
U.S.-backed Iraqi intelligence chief.
But parliament stripped the minis-
try of its funding this year, saying

Iraq’s constitution doesn’t allow
such a body.

The aide to Mr. Maliki said the
ministry has had a number of signif-
icant security achievements, in-
cluding preventing assassination
attempts against senior officials.

The U.S. Embassy in Baghdad de-
clined to comment on Mr. Maliki’s
proposals.

Another proposed law would
give the government extraordinary
control over Iraqi NGOs, such as re-
quiring government approval of ev-
ery donation and project, and every
new office opened.

The law was drawn up by the Min-
ister for Civil Society Thamer al-
Zubaidi, a close Maliki ally and mem-
ber of the prime minister’s Islamic
Dawa Party. A spokesman for Mr.
Zubaidi says the legislation is in-
tended to fight rampant corruption

among Iraq’s 6,000 registered NGOs.
Hundreds of Iraqi NGOs are ficti-

tious or surreptitiously funded by
terrorist organizations, foreign
governments or corrupt politi-
cians, the spokesman said.

NGO leaders say they fear the
government will also use the law to
quash the activities of groups criti-
cal of the government, or pursuing
agendas, such as women’s rights,
that some powerful Islamist par-
ties oppose.

Critics say the draft ignores rec-
ommendations from a two-year
project by the United Nations, Iraqi
lawmakers and civil society leaders
to frame new legislation on the issue.

“So many articles in this law go
against what it means to have a free
civil society, against the fundamen-
tal principles of liberty, and even
against our own constitution,” says
Kurdish lawmaker Alaa Talibani,
who heads the NGO committee in par-
liament and was part of the project.

Another draft law before parlia-
ment would put hefty restrictions
on the media, requiring all journal-
ists to be licensed by a quasigovern-
mental body that would also have fi-
nal say over all hiring of journalists
by domestic media organizations.

The proposed law also would re-
strict the use of anonymous
sources and forbid the publication
of articles that “compromise the se-
curity and stability of the country.”

Mr. Maliki’s office said in a state-
ment that the government is com-
mitted to protecting press free-
doms in Iraq and said the law is
aimed at protecting journalists
from violence.

Mr. Maliki also asked the Minis-
try of Communications to start
blocking pornographic Web sites in
Iraq, the first such restriction on
the Internet here, raising alarms
among free-speech advocates.

“We are afraid that once the gov-
ernment starts blocking Web sites
to protect the morality of society, or
taking other small steps to restrict
democratic liberties, it is sure to
soon include others,” said Saad Es-
kander, the director of Iraq’s Na-
tional Archives and Library.

By Zahid Hussain

ISLAMABAD—Pakistan’s Tali-
ban appear to be in turmoil as a lead-
ership battle following the apparent
death of their chief last week esca-
lated into violent clashes between
the rival groups that left at least one
more senior leader dead, according
to the Pakistani government.

Last week’s apparent slaying of
Baitullah Mehsud, leader of the Paki-
stan Taliban, in Pakistan’s mountain-
ous northwest, by a U.S. missile
launched from a pilotless drone
prompted a “shura,” or meeting, of
his Taliban faction to decide on a suc-
cessor, which turned violent, accord-
ing to government and intelligence
officials.

Rehman Malik, who heads Paki-
stan’s interior ministry, said at the
weekend that a shootout between
Wali ur Rehman and Hakimullah,
the two leading contenders to take
over from Mr. Mehsud, left one of
the two dead. “I can only say one of
them has been killed,” said Mr. Ma-
lik, in an interview with a private TV
news channel.

Earlier, a report on the state-con-
trolled Pakistan Television said
both the militant leaders were killed
in the clashes.

Wali ur Rehman, the senior Tali-
ban commander and a former
spokesman for Mr. Mehsud, on Sun-
day denied the reports of clashes in
a telephone call with reporters and
said Mr. Hakimullah was alive and
would soon speak with reporters.

“There was no shura meeting,
and there was no gun battle,” he
said. Mr. Hakimullah couldn’t be
reached for comment.

The various claims couldn’t be
independently verified. But senior
Pakistani security officials said the
militants were in complete disar-
ray because of infighting, with one
official saying the clashes between
rival groups had left scores of mili-
tants dead.

Mr. Hakimullah, a Taliban leader
known for attacks on NATO supply
lines to Afghanistan, also at the
weekend denied that Mr. Mehsud,
the former Taliban chief, was dead.
But Mr. Malik, head of the interior
ministry, Sunday said the Taliban
leaders were deliberately spreading
the confusion and challenged them
to provide evidence in support of
their claim.

Analysts said the denial could be a
part of a strategy to maintain unity in
the ranks. In the past, the Taliban
have denied the killings of leaders.

U.S. National Security Adviser
James Jones told Fox News on Sun-
day that the U.S. believes Mr. Meh-
sud is dead. “All evidence that we
have suggests that,” he said. “There
are reports from the Mehsud organi-
zation that he’s not. But we think ...
that it looks like he is.”

He added that there appears now
to be dissention in the ranks of the
Pakistani Taliban. “That's not a bad
thing for us,” he said. “I won't say
it’s a tipping point, but it certainly
shows that we’re having some suc-
cess” due to cooperation with both
Pakistan and Afghanistan.

Meanwhile, a spokesman for a Tal-
iban group that was opposed to Bait-
ullah Mehsud, Maulvi Saifullah Meh-
sud, said that Baitullah Mehsud’s sup-
porters were turning on one another
in the struggle to find a new leader.
 —Siobhan Gorman in Washington

contributed to this article.

Pakistan Taliban
seem in turmoil
with loss of chief
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Gl High Yield I US BD LUX 08/06 USD 3.92 41.0 –0.5 0.0
Gl Value A GL EQ LUX 08/06 USD 10.03 18.1 –30.4 –26.1
Gl Value B GL EQ LUX 08/06 USD 9.25 17.4 –31.2 –26.9
Gl Value I GL EQ LUX 08/06 USD 10.63 18.6 –29.9 –25.6
India Growth A - OT OT LUX 08/06 USD 106.31 NS NS NS
India Growth AX OT OT LUX 08/06 USD 92.83 60.7 –0.8 –2.9
India Growth B - OT OT NA 08/06 USD 111.82 NS NS NS
India Growth BX OT OT LUX 08/06 USD 79.67 59.8 –1.7 –3.8
India Growth I EA EQ LUX 08/06 USD 96.00 61.0 –0.4 –2.6
Int'l Health Care A OT EQ LUX 08/06 USD 121.15 3.2 –20.1 –13.3
Int'l Health Care B OT EQ LUX 08/06 USD 102.60 2.6 –20.9 –14.2
Int'l Health Care I OT EQ LUX 08/06 USD 131.94 3.7 –19.5 –12.6
Int'l Technology A OT EQ LUX 08/06 USD 93.07 27.2 –21.8 –15.6
Int'l Technology B OT EQ LUX 08/06 USD 80.97 26.5 –22.6 –16.5
Int'l Technology I OT EQ LUX 08/06 USD 104.02 27.8 –21.2 –15.0
Japan Blend A JP EQ LUX 08/06 JPY 6129.00 14.2 –27.5 –26.9
Japan Growth A JP EQ LUX 08/06 JPY 5950.00 7.0 –28.3 –27.6
Japan Growth I JP EQ LUX 08/06 JPY 6103.00 7.5 –27.8 –27.0
Japan Strat Value A JP EQ LUX 08/06 JPY 6194.00 20.1 –28.1 –26.9
Japan Strat Value I JP EQ LUX 08/06 JPY 6338.00 20.7 –27.5 –26.4
Real Estate Sec. A OT EQ LUX 08/06 USD 12.92 21.1 –26.0 –19.7

Real Estate Sec. B OT EQ LUX 08/06 USD 11.86 20.4 –26.7 –20.5
Real Estate Sec. I OT EQ LUX 08/06 USD 13.84 21.6 –25.4 –19.1
Short Mat Dollar A US BD LUX 08/06 USD 7.05 6.7 –3.2 –8.7
Short Mat Dollar A2 US BD LUX 08/06 USD 9.36 6.8 –3.2 –8.7
Short Mat Dollar B US BD LUX 08/06 USD 7.05 6.4 –3.6 –9.1
Short Mat Dollar B2 US BD LUX 08/06 USD 9.33 6.5 –3.6 –9.1
Short Mat Dollar I US BD LUX 08/06 USD 7.05 7.1 –2.6 –8.1

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 08/06 GBP 7.14 7.3 –11.1 –11.0
Andfs. Borsa Global GL EQ AND 08/06 EUR 5.87 1.3 –26.6 –20.7
Andfs. Emergents GL EQ AND 08/06 USD 14.97 49.8 –15.8 –10.0
Andfs. Espanya EU EQ AND 08/06 EUR 12.43 14.9 –10.9 –14.0
Andfs. Estats Units US EQ AND 08/06 USD 13.44 10.2 –23.4 –15.5
Andfs. Europa EU EQ AND 08/06 EUR 7.03 8.4 –21.1 –19.4

Andfs. Franca EU EQ AND 08/06 EUR 8.64 4.4 –21.9 –21.3

Andfs. Japo JP EQ AND 08/06 JPY 503.86 14.9 –22.5 –23.7

Andfs. Plus Dollars US BA AND 08/06 USD 8.88 5.3 –11.7 –8.4

Andfs. RF Dolars US BD AND 08/06 USD 10.92 6.9 –3.3 –1.4

Andfs. RF Euros EU BD AND 08/06 EUR 10.41 16.3 –1.2 –3.6

Andorfons EU BD AND 08/06 EUR 13.88 16.4 –2.0 –6.0

Andorfons Alternative Premium OT OT AND 06/30 EUR 95.57 3.4 –16.6 –9.1

Andorfons Mix 30 EU BA AND 08/06 EUR 8.97 10.8 –14.5 –12.2

Andorfons Mix 60 EU BA AND 08/06 EUR 8.55 5.2 –24.2 –18.6

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 07/31 USD 207184.60 53.6 –7.2 –13.5

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 08/07 EUR 9.52 –5.5 –7.8 –3.1

DJE-Absolut P GL EQ LUX 08/07 EUR 185.97 6.1 –14.1 –12.2

DJE-Alpha Glbl P EU BA LUX 08/07 EUR 162.60 5.7 –11.2 –8.5
DJE-Div& Substanz P GL EQ LUX 08/07 EUR 194.17 11.0 –8.4 –8.8
DJE-Gold&Resourc P OT EQ LUX 08/07 EUR 150.24 14.9 –4.2 –4.8
DJE-Renten Glbl P EU BD LUX 08/07 EUR 126.95 6.1 5.3 2.1
LuxPro-Dragon I AS EQ LUX 08/07 EUR 139.94 50.7 11.5 –3.1
LuxPro-Dragon P AS EQ LUX 08/07 EUR 136.44 50.4 10.9 –4.1
LuxTopic-Aktien Europa EU EQ LUX 08/07 EUR 15.79 10.2 –4.8 –6.3
LuxTopic-Pacific AS EQ LUX 08/07 EUR 14.14 56.2 –16.7 –17.0

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 07/31 USD 39.98 15.6 –31.3 –11.3
EFG-Hermes MEDA* GL EQ BMU 05/29 USD 22.16 5.8 –44.0 –11.0

Continued from previous page

Please turn to next page

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

Fraud investigators in the spotlight
After being ignored,
professionals find
they are in demand
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Madoff aide is expected to plead guilty to fraud

By Gregory Zuckerman

LAS VEGAS—Corporate conspir-
acy theorists, whistle-blowers and
suspicious financial minds long
have struggled to get an audience
for accusations of business fraud.

But on the heels of the Bernard
Madoff scandal and a host of
smaller Ponzi schemes and mis-
deeds, these skeptics are enjoying
newfound appreciation.

“We’re suddenly on Broadway,
on the tip of everyone’s tongue,”
said Lewis Freeman, who has a fo-
rensic-accounting firm in Miami.
“Before it was off-Broadway, or
even in Boston.”

Last month, more than 2,000 ac-
countants, auditors and attorneys
who run their own investigative
firms met in Sin City to compare
tips for rooting out wrongdoing
and to identify fertile ground for fu-
ture scandals. Mortgage workouts
and corporate espionage were top
candidates.

The group, the Association of
Certified Fraud Examiners, said it
has 47,000 members, up more than
25% in the past few years. They
feted Harry Markopolos, a Boston
investigator who for years tried to
convince regulators that Mr. Mad-
off was a scam artist.

He received the organization’s
annual award and a standing ova-
tion from the group, whose outlook
might be summed up this way:
“There are only two types of peo-
ple: the caught and the uncaught,”
Mr. Freeman said.

Now attention is switching to
Mr. Markopolos’s fellow fraud ex-
aminers, as the recession shows

new tales of corporate abuse and
presents temptation for other
would-be fraudsters. Examiners
are busier than ever, they said.

“It’s an exciting time in my life, I
feel I might actually get some-

where,” said Thomas Gober, an at-
tendee who has been chasing al-
leged improprieties he sees in the
insurance industry for decades, of-
ten in frustration.

For two years, Mr. Gober said he
wore a hidden tape recorder to
help authorities gather evidence in
an insurance probe. He said he also
has taken on health-care fraud,
sometimes working with the Fed-

eral Bureau of Investigation and
Justice Department. The FBI and
Justice Department didn’t com-
ment.

Among the tips he shared at the
conference: When hired by a com-
pany to unearth internal problems,
cozy up to information-technology
directors who can access all kinds
of incriminating emails.

Most fraud examiners share a
suspicion that criminal activity is
rampant within companies, and
regulators are incapable of stop-
ping it. Between sessions, attend-
ees chatted about ways to encrypt
electronic files or foil snoops.

One person got the crowd going
with methods for questioning sus-
pected fraudsters. Start with an in-
nocuous question, such as “tell me
about yourself,” keep the suspect
talking and build the pressure, he
said. Pay close attention to body
language.

Several years ago, Mr. Freeman,
a gregarious Floridian who favors
orange Hawaiian shirts, became

bored doing tax returns and
launched a forensic-accounting
firm. Lately, he has focused on real-
estate fraud.

Gerard McHale Jr., an investiga-
tor in Fort Myers, Fla., with a white
mustache, represents retirees wor-
ried about theft by a financial ad-
viser or investment firm. For years,
he said, he only rarely received tips
alleging fraud. These days he gets
about a call a day, often from peo-
ple upset at their employers’ ac-
tions.

“A neighbor used to think I was
just an accountant,” said Mr.
McHale, whose techniques range
from Dumpster diving to online
data searches. Now, “I’m more of a
sleuth.”

Matthew Crabtree said he
joined Southern California Edison,
a unit of Edison International, as a
fraud investigator, chasing embez-
zlement and waste. Mr. Crabtree
said he has persuaded some at the
company to divulge improprieties
by arguing that if he can dig up
money-losing schemes, the utili-
ty’s bottom line would improve.
Nowadays, he said, headline-grab-
bing scandals have led to more tips,
as well as appreciation for his
work.

Ken Stewart, chief ethics and
compliance officer for Edison Inter-
national, said: “As a company we’re
really committed to conducting
ourself in an ethical manner and
fully complying with all the laws,”
and Edison is “spending the bucks
and getting the people to make it
real.”

“It’s gone from ‘You’re a snitch’
to ‘You’re a shrink, can I sit on your
couch and get something off my
mind?’ ” Mr. Crabtree said.
“They’re finally seeing we’re the
good guys.”

Advertisement [ INTERNATIONAL INVESTMENT FUNDS www.wsj.com/funddata ] Advertisement

By Kate Haywood

NEW YORK—CIT Group Inc. on
Friday suspended preferred-stock
dividends, in the latest move by the
lender to shore up its finances and
avoid a bankruptcy filing.

The suspension of dividend pay-
ments on four series of preferred
shares will save the century-old
lender about $50 million each quar-
ter, according to CIT spokesman
Curt Ritter. CIT hopes the move will
improve liquidity and preserve capi-
tal while the company restructures.

But some worry that the decision
might not have a big enough impact.
“That’s chump change against CIT’s
debt pile,” said Guy LeBas, chief
fixed-income strategist at Janney
Montgomery Scott. “There is still a
very high probability the company
will have to file for bankruptcy pro-
tection if it is unable to execute
some form of out-of-court restruc-
turing.”

With about $10 billion of debt ma-
turing though 2010, CIT has been
struggling to restructure terms
with its creditors. It launched a ten-
der offer at the end of July to buy
back $1 billion of its closest bond ma-
turities early and give the company
more time to focus on a restructur-
ing plan.

In Friday’s statement, CIT said
that holders of at least 58% of the
floating rate notes tendered this
debt by a Wednesday deadline. On
Monday, CIT said it had lowered the
amount of bonds required for the
tender to go through to 58% from
90% originally, and also raised the
price for the notes due Aug. 17 to
87.5 cents on the dollar, from 82.5.

Jeffrey Werbalowsky, chief exec-
utive of bondholder adviser Houli-
han Lokey,said last month that a suc-
cessful offer for the $1 billion of
notes would allow CIT to launch ex-
change offers for longer-term debt.
These exchange offers are likely to
carry the option of a pre-packaged
bankruptcy if there aren’t enough
bondholders participating.

CIT’s liquidity woes have raised
concerns that financing for some of
its borrowers could be disrupted.
The government turned down the
company’s request to sell guaran-
teed debt through its Temporary Li-
quidity Guarantee Program, after it
gave it $2.3 billion in funds from the
Troubled Asset Relief Program.

The company said Friday it has
received the final $1 billion portion
of a $3 billion loan put in place in
July by six of CIT’s largest bondhold-
ers. It has said it will use much of the
cash to support its small-business
and middle-market customers.

By Amir Efrati

Frank DiPascali, who for decades
helped to run Bernard Madoff’s in-
vestment-advisory operation and
could become a central witness

against other indi-
viduals in the fraud
case, is expected to
plead guilty to
fraud charges on

Tuesday, according to court docu-
ments filed by federal prosecutors
Friday.

He is expected to appear in fed-
eral court in Manhattan before U.S.
District Judge Richard Sullivan, pros-

ecutors said.
It isn’t clear whether the plea

will be part of a deal with prosecu-
tors in which Mr. DiPascali would
testify against other individuals.

Since Mr. Madoff has declined to
implicate anyone else in his de-
cades-long fraud, Mr. DiPascali, a
key insider, could provide corrobo-
rating testimony if the government
brings charges against others, in-
cluding some of Mr. Madoff’s high-
est-profile investors. Prosecutors
from the U.S. attorney’s office in
Manhattan have reviewed evidence
they believe suggests that certain
investors had knowledge that their

returns were fraudulent, according
to people familiar with the matter.

Mr. DiPascali’s lawyers declined
to comment.

Mr. DiPascali, 52 years old, has
been a target of the probe since Mr.
Madoff was arrested in December,
people familiar with the matter
have said.

For many of Mr. Madoff’s inves-
tors, Mr. DiPascali was the person
they contacted regarding their in-
vestment accounts. He also super-
vised a group of roughly half a dozen
other employees involved in taking
and keeping track of client orders,
according to people familiar with

the company.
Mr. DiPascali, who joined Mr.

Madoff’s firm soon after graduating
from high school in 1974, referred to
himself as the “director of options
trading” at Mr. Madoff’s firm, de-
spite the fact that since at least 1995
the firm did no actual trading for its
investment clients, prosecutors say.

Since Mr. Madoff’s arrest, sev-
eral of the employees Mr. DiPascali
supervised were questioned about
him by prosecutors, according to
people familiar with the matter. The
government also sent Mr. DiPascali
a subpoena for records, other peo-
ple familiar with the matter said.

‘There are only two
types of people:
the caught and
the uncaught.’

Matthew Crabtree, a fraud investigator at Southern California Edison, said of his
work, ‘They’re finally seeing we’re the good guys.’
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Afghans pin their hopes
on mining as attacks rise

Karzai befriends rivals
Afghan president’s
deal-making prowess
expected to secure win

By Devon Maylie

Afghanistan’s mining ministry,
emboldened by its first copper ten-
der and undeterred by escalating vi-
olence, is inviting more bids in
hopes the industry can eventually
drive economic growth and help
bring security.

The rising number of attacks by
Taliban insurgents around the coun-
try is already deterring investors
with a high resistance to risk. In the
latest in a series of incidents in
which civilians were victims, road-
side bombings in Southern and
Western Afghanistan this past week
have killed at least 15 people. On
Thursday, four U.S. service mem-
bers were killed by a roadside bomb
in the West, and five Afghan police-
men were killed in the South.

For now, the government’s focus
is on the short term, and whether
the country’s Aug. 20 presidential
election, which incumbent Hamid
Karzai is expected to win, will bring
about greater stability or height-
ened unrest. Afghanistan’s econ-
omy is heavily reliant on foreign aid
and, in addition to coping with vio-
lence, the country must deal with
poppy cultivation and the opium
trade, high unemployment, little in-
frastructure and corruption.

Yet it also has one of the largest
untapped copper deposits in the
world and substantial oil and gas de-
posits. “In five or six years we hope
Afghanistan can stand on its own
two feet through mineral reserves,”
said Minister of Mines and Indus-
tries Muhammad Ibrahim Adel, a
Russian-educated engineer who
was appointed by Mr. Karzai.

Mr. Adel’s ministry has awarded
one mining license so far—in a Tali-
ban stronghold.

The Aynak copper deposit, in
Logar Province, south of Kabul, was
discovered in the 1970s by the So-
viet Union. The area is a former Tali-
ban training ground and once hid
Osama bin Laden, Mr. Adel said.
Work to remove land mines contin-
ues and roadside attacks regularly
disrupt work.

The 30-year lease was awarded in
2008 to a Chinese consortium with
state-controlled China Metallurgi-
cal Group, or MCC, and Jiangxi Cop-
per Co., beating U.S. miner Freeport-
McMoRan Copper & Gold Inc. and
London-based Kazakhmys PLC. The
award won the government a $808
million signing bonus.

A commencement ceremony last
month marked the official start of
the project, and it will be at least
five years before mining can begin,
largely because of security issues,

Mr. Adel said. He said the govern-
ment will provide a ring of security
around the mine site and the inves-
tors will be responsible for security
in the mine area.

Eventually 90% of the project’s
work force in Afghanistan must be
local, and the government hopes
higher employment could help
make the area more stable. “Employ-
ment will bring more peace,” said
Rahman Ashraf, a German-trained
geologist and senior adviser on
mines and energy to Mr. Karzai.

The ministry is now holding ten-
ders for the Hajigak iron-ore deposit
west of Kabul and three hydrocar-
bon blocks. Its plan was to have bid-
ders visit the sites in August and Sep-
tember and then submit bids, but in-
stability surrounding the election
could delay the process.

France’s Total SA, Swiss-based
Addax Petroleum Corp. and Canada-
based Nations Petroleum Co. are on
a list of seven finalists the ministry
selected as bidders for the oil and
gas blocks. Oil companies are more
used to working in areas where
there is instability.

Most of the bidders for the iron-
ore deposit are smaller companies
from India and China, including
MCC. Among them is India’s JSW
Steel Ltd. “It’s good potential and
good quality, so why not?” said Tu-
hin Mukherjee, the company’s execu-
tive director for mining.

Companies are increasingly
forced to operate in more treacher-
ous regions to secure supplies.
“Peru and Chile are still favorable ar-
eas for copper exploration but there
is competition there,” said CRU
Group analyst David Duckworth.
“Companies will have to go to high-
risk areas to develop new projects,
such as Afghanistan.”

So far, many of the Western min-
ing majors have stayed away. Rio
Tinto PLC said security risks are too
high. “We aren’t averse to going into
more difficult countries, but one of
the key factors is safety of staff and I
would suspect safety is an issue in
Afghanistan,” said a Rio Tinto
spokesman.

The Taliban’s leadership has
asked its fighters to avoid killing ci-
vilians, according to a newly issued
rule book from the movement. But
insurgents have been responsible
for a growing share of civilian casu-
alties—nearly 60% in the first half of
this year, when more than 1,000 civil-
ians were killed by insurgents and
foreign troops, according to the
United Nations. Military officials at-
tributed the shift to the Taliban’s in-
creased use of roadside bombs.

 —Anand Gopal in Kabul
contributed to this article.

Afghan President Karzai has avoided public appearances for security reasons. He spoke at a rally Friday for about six minutes.
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By Matthew Rosenberg

And Anand Gopal

KABUL—When the U.S. and its al-
lies first anointed Hamid Karzai as Af-
ghanistan’s president nearly eight
years ago, he was seen at home and
abroad as an adept politician uniquely
suited to forge compromises among
the country’s warring factions.

As Afghanistan has deteriorated,
so has Mr. Karzai’s reputation. The
same traits that once earned him
praise are now criticized as signs of a
mercurial and vacillating leader. He
publicly denounces the U.S. pres-
ence. He is widely blamed for all that
ails Afghanistan: the rampant corrup-
tion, the flourishing opium trade, the
Taliban’s resurgence. And, until he be-
gan campaigning for re-election
when the nation goes to the polls
Aug. 20, he rarely ventured beyond
the confines of his palace. At a rally
on Friday he made only a brief appear-
ance, speaking for about six minutes.

Yet the deeply unpopular Mr. Kar-
zai, 51 years old, is heavily favored
to win another five-year term. The
reason, according to allies, foes and
diplomats: Despite his many short-
comings, Mr. Karzai has become a
passive strongman, a leader whose
deal-making touch and conciliatory
instincts have allowed him to side-
line rivals or turn them into allies.
That is expected to translate into vic-
tory at the polls, in a system in
which voters tend to follow their tra-
ditional and ethnic leaders.

Yet he also lacks the clout to domi-
nate the unruly collection of former
warlords, tribal elders, small-time
politicos and businessmen who pre-
side over Afghanistan. That has left
the country in a permanent state of
barely contained chaos and Mr. Kar-
zai as the most powerful among a ros-
ter of nearly 40 national candidates,
many of them politically weak.

If Mr. Karzai wins another five-
year term, it is likely to mean little or
no progress on overhauls needed to
bolster Afghanistan’s economy and
civilian institutions to complement
the North Atlantic Treaty Organiza-
tion’s intensified military campaign
against the Taliban. Mr. Karzai’s of-
fice didn’t respond to requests for an
interview or for comment on Mr. Kar-
zai’s governing style.

Neither Mr. Karzai’s government
nor its Western benefactors have

“created or trained a proper, compe-
tent government apparatus,” said
Robert Finn, the U.S. ambassador to
Afghanistan for the first two years
of Mr. Karzai’s presidency. As a re-
sult, Mr. Karzai has “fallen back on
traditional power structures—the
local powerbrokers, the tribal chief-
tains or whoever they are.”

One of Mr. Karzai’s two vice-presi-
dential running mates, for instance,
is Mohammed Fahim, a Tajik warlord
known for his brutality during the
civil war in the 1990s that followed
the retreat of the Soviet Union.

Mr. Karzai has promised to reap-
point as army chief of staff another
ex-warlord, Uzbek leader Gen.
Rashid Dostum, say people involved
in the negotiations.And Mr. Karzai
has courted the Hazara minority, a
key swing vote, by promising to ap-
point more Hazara ministers and
create a province dominated by the
ethnic group, said Muhammad Mo-
haqeq, a Hazara leader.

Such moves echo Mr. Karzai’s ef-
forts early in his presidency to force
warlords to abandon their fiefs and
join the central government.

The president’s choice of allies
has done little to endear him to a
wary public. Private polling in recent
weeks indicates he is losing ground
to second-place candidate Abdullah
Abdullah, a former foreign minister,
and unlikely to win the 50.1% needed
to secure victory in the first round on
Aug. 20, say people who have seen
the numbers. He would be expected
to win in a second round between the
top two finishers.

Mr. Karzai is in talks with another
contender, Ashraf Ghani, a former fi-
nance minister, about a deal that
could help ensure his victory in the
first round, say people in both
camps. The deal would see Mr. Ghani
drop out of the race and sign on to
Mr. Karzai’s camp. In exchange, Mr.
Ghani, a capable technocrat, would
become a “chief executive” in the
new administration and handle
much of its day-to-day management.

Neither camp would publicly
comment. A Ghani campaign staffer
said the candidate hadn’t yet ruled
out such a deal.

The U.S. would likely support
such a move in the hopes it would
avoid prolonged instability before a
second round of voting, a U.S. official
in Washington said, although Ameri-
can officials in Kabul have repeatedly
said they favor no single candidate.

Mr. Karzai’s style, while suiting
him, also has been dictated by the
fact that Afghanistan remains a weak
nation dominated by provincial inter-
ests. “This isn’t a federation, it’s not

even a confederation,” said a senior
Western official in Kabul. “It’s a herd
of provinces and people that some-
times runs in the same direction.”
Asked whether anyone else could
have managed any better with the
hand the president was dealt, the offi-
cial said: “Probably not.”

Building the institutions that un-
derpin a democracy—strong minis-
tries, a competent and apolitical bu-
reaucracy, real political parties—“is
going to take years,” said Haroun
Mir, the co-director of Afghanistan’s
Center for Research and Policy Stud-
ies. It will also, Mr. Mir said, require
the cooperation of the people Mr.
Karzai is criticized for appeasing.

U.S. officials have already begun
forging stronger ties with provin-
cial officials in anticipation of con-
tinued weakness in Kabul.

That’s an art that Mr. Karzai, the
son of the paramount chieftain of the
Populzai tribe of the Pashtun, Af-
ghanistan’s largest ethnic group,
mastered long ago. “Ever since he
was a child in his village he knew how
to get along with people and balance
everyone,” said Hajji Aga Lalai Dasta-
giri, a tribal leader from Kandahar, a
southern province, who has known
the Karzai family for many years.

With corruption rife and Afghani-
stan’s limited bureaucracy chroni-
cally incapable of shepherding devel-
opment projects, Mr. Karzai instead
often “deals directly with locals,” said
Nek Muhammad, a spokesman for the
president’s re-election campaign in
Kandahar, a southern province.

He cited a road project in the
province’s remote Panjway district.
It took more than eight months for
the local government to find a con-
tractor. Even then work didn’t begin
because of a series of bureaucratic
hold ups.

“Then Karzai came one day, met
with the locals and ordered construc-
tion to start,” Mr. Muhammad said.
“Work started within three days.”

Those who aren’t visited by the
president can make the trek to
Kabul and attend one of the audi-
ences he regularly holds at the Gul
Khana, or Flower House, the part of
the royal palace where he works.

“Last year, mullahs from my vil-
lage asked me if I can send them to
Hajj,” the Muslim pilgrimage to the
holy city of Mecca in Saudi Arabia,
said Mr. Dastagiri, the tribal elder. “I
couldn’t afford it from my own
pocket so I went to the president,”
he continued. “I told him that they
are good mullahs, very loyal to the
government. I asked him to sign a
president’s decree and send them to
the hajj. He did it.”

Associated Press
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China property shares slide
on fear of credit tightening
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China wealth fund tops rivals
CIC had small loss
globally in 2008;
most holdings in cash

Data cast little light on speculation
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By V. Phani Kumar

And Colin Ng

Investors dumped property
shares in Shanghai and Hong Kong
amid fears that Beijing may tighten
credit, sending the Shanghai Compos-

ite Index to its third
consecutive loss.

Miners and en-
ergy producers
broadly declined

across Asia, weighed down by
weaker commodity prices.

China’s Shanghai Composite fell
2.8% on Friday to 3260.69, snapping
a string of seven weekly gains, on
persistent fears that the govern-
ment may tighten lending policies,
especially in the property sector, to
prevent asset bubbles. The index
lost 4.4% over the week, its worst
weekly showing since Feb. 27. In
Hong Kong, the Hang Seng Index de-
clined 2.5% to 20375.37.

The People’s Bank of China said
Wednesday that it will fine-tune mon-
etary policy as needed, triggering
concerns among investors that the
central bank may drain more liquid-
ity from the markets. Analysts said
those concerns are likely to continue
weighing on China shares this week.

“While property developers
themselves have raised money and

probably have loans from banks sit-
ting in their deposits, it’s still going
to be very negative if the central
bank tightens significantly in the
sense that end users can’t buy flats,”
said Main First Securities sales
trader Andrew Sullivan.

Poly Real Estate Group shed
2.8% in Shanghai and China Vanke
fell 4.1% in Shenzhen. In Hong Kong,
China Resources Land sank 5.5%,
while Country Garden Holdings
lost 4.4%. Chinese banks also were
hard hit, with China Construction
Bank shrinking 2.9% in Shanghai
and 3.2% in Hong Kong.

In Mumbai, the Bombay Stock Ex-
change’s Sensitive Index declined
2.3% to 15160.24 on concerns that
weak monsoon rains could hurt In-
dia’s economic recovery. Its 3.3% de-
cline for the week was only its third
weekly drop in 22 weeks.

In Tokyo, Japan’s Nikkei Stock Av-
erage of 225 companies edged up
0.2% to 10412.09, yet another fresh
10-month high. Mitsubishi Rayon
gained 5.8% on more than five times
normal trading volume on a report
in the Nikkei newspaper that the
firm plans to start producing precur-
sor material in Saudi Arabia for
acrylic glass, a material used in liq-
uid crystal displays. The company
later confirmed the report.

By Brian Baskin

The U.S. Commodity Futures
Trading Commission now tallies
data on oil trading on two conti-
nents, but the expanded reports still
reveal little about the role of specu-

lators in setting
prices.

The agency re-
cently began includ-
ing oil-trading data

from ICE Futures Europe’s West
Texas Intermediate contract in addi-
tion to the New York Mercantile Ex-
change in its weekly reports outlin-
ing the activities of large traders in
commodity markets. The reports
break out the open bets that commod-
ities such as oil and wheat will rise or
fall by speculators as well as compa-
nies trading to reduce business risk.

CFTC Chairman Gary Gensler
said in a statement in late July that
the inclusion of ICE data is a move to
“begin fulfilling our commitment to
greater transparency.”

Critics said the regulator is pro-
viding more of the same flawed
data, dividing traders into frustrat-

ingly vague “commercial” and “non-
commercial” columns.

The CFTC also plans to break
swap dealers out of the commercial
category and into their own group,
while doing the same for hedge funds
in the noncommercial section. Sup-
porters said these moves will in-
crease market transparency.

Right now, the CFTC divides “com-
mercial” traders, who use the market
to reduce the risk that price swings
pose to their regular business, from
“noncommercials,” which are finan-
cial investors like hedge funds.

A major fuel consumer like an air-
line would be considered a commer-
cial trader. But so would the airline’s
swap dealer, often a bank, which
helps the carrier use the oil market
to stabilize jet-fuel costs, even
though the dealer might also have a
desk devoted to speculative trading.
Some oil companies also have feet in
both worlds, using knowledge
gained from owning physical assets
to place bets on the direction prices
will take.

As some of the only hard data
available about speculators’ activi-

ties, the reports are frequently cited
both by those looking to rein in fi-
nancial investors as well as by their
defenders.

In a series of hearings that ended
Wednesday, Mr. Gensler made clear
that the CFTC is preparing to set
new position limits on speculation
in energy markets, while Congress
is considering granting regulators
more sweeping oversight over com-
modities trading.

Both sides will need to resist us-
ing the improved reports as a smok-
ing gun, said Harry Tchilinguirian,
senior oil-market analyst at BNP
Paribas in London.

“In the end you don’t want to
make the data do what it can’t,” he
said. “It’s another piece of the puz-
zle.”

Some see the changes in the re-
ports going too far.

“Why should the CFTC provide in-
formation to others to enhance their
ability to speculate?” asked Sharon
Brown-Hruska, a former acting CFTC
chairwoman who now works as an
economist at National Economic Re-
search Associates.
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By Rick Carew

HONG KONG—China Investment
Corp., the country’s sovereign-
wealth fund, recorded a decline of
just 2.1% in the value of its global in-
vestment portfolio last year, it said in
its first annual report, because most
of its assets were parked in cash.

The fund, which has spent about
$10 billion on investments in Mor-
gan Stanley and Blackstone Group
LP, took less of a hit than other ma-
jor players in the global financial
crisis that were more broadly ex-
posed to global markets. The fund
benefited from the slow pace at
which it invested capital overseas
as 87.4% of its holdings were in
cash and cash equivalents, com-
pared with just 3.2% in equities and
9% in fixed-income securities.

Set up with $200 billion of for-
eign-exchange reserves in Septem-
ber 2007, CIC saw its assets grow to
$298 billion by the end of last year
as it acquired stakes in China’s
banks that have risen in value.

The performance of CIC has
been a sensitive issue for Beijing,
and its disappointing high-profile
investments in Wall Street firms

have sparked some criticism by do-
mestic government officials. Some
have accused CIC of supporting for-
eigners at the expense of local
firms. That makes CIC’s apparent
outperformance of other sover-
eign funds important to Beijing.

CIC said it outperformed many
other sovereign-wealth funds, uni-
versity endowment funds and pen-
sion funds after it slowed the pace
of investment last year to minimize
the impact of the global downturn.

CIC didn’t give much detail on
specific investments and their per-
formance or give a detailed break-
down on the metrics used to gauge
the returns. It is unclear whether the
measure of returns is according to
Western accounting standards.

The annual report sheds a bit
more light on the development of a
state-owned fund expected to pro-
vide a big infusion of capital into glo-
bal markets this year. Hedge-fund
managers are expecting CIC to dole
out billions in coming months for
them to manage, and it has already
written roughly $500 million in
checks to both Blackstone and Mor-
gan Stanley’s fund-of-funds units.

“With ample funds, CIC has al-
ready made sufficient prepara-
tions to welcome investment op-
portunities in 2009 and beyond,”
said CIC Chairman Lou Jiwei.

Aftermakinga splash in2007 with
initial investments in Morgan Stanley
andBlackstone that triggered domes-

tic criticism as the value of those
stakes dropped, CIC spent much of
last year focusing on hiring staff and
establishing its internal structure. It
also placed funds with outside man-
agers, including a private-equity fund
managed by J.C. Flowers & Co.

By the end of May this year, CIC
said it had hired 194 staffers, includ-
ing 73 with overseas work experi-
ence and 18 who aren’t Chinese na-
tionals. The sovereign fund also has
undergone an internal restructuring
of its investment teams to solve
brewing conflicts among staff.

CICalsobenefitedfromitsinherit-
ance of the government’s stakes in
Chinese banks and securities firms.
China’s financial institutions have
been relatively sheltered from the fi-
nancialcrisisbecauseoflimitedover-
seas liabilities. CIC booked a 6.8%
overall return on capital last year, af-
ter taking into account the rising
value of assets held by and dividends
earned by its domestic investment
arm, Central Huijin Investment Ltd.

The report didn’t give a break-
down of its gains in the domestic
market but said Central Huijin re-
corded a “marked increase” in the
value of its long-term equity in-
vestments in Chinese financial in-
stitutions over past years. Those
gains have almost certainly grown
in 2009 as Chinese banking stocks
have risen strongly.
 —Victoria Ruan in Beijing

contributed to this article.
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Russian probe blocked
Judge rejects plea
for a new inquiry
into reporter’s death

IMF says Russia’s bank ills
need a proactive approach

Investigative journalist Anna Politkovskaya, above, was 48 when she was killed in
2006. She had worked for the weekly publication Novaya Gazeta.
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Massive Internet attacks
targeted critic of Russia

ECONOMY & POLITICS

By Andrew Osborn

MOSCOW—A judge rejected a
plea for a fresh investigation into the
2006 murder of Russian investiga-
tive reporter Anna Politkovskaya, dis-
appointing her family and colleagues
who say the search for the truth has
become a farce.

That means the retrial of three
men accused of being low-level ac-
complices in her murder will pro-
ceed against the Politkovskaya
family’s wishes. The family says it
believes there is insufficient evi-
dence to secure credible convic-
tions. A jury acquitted the men in
February but Russia’s Supreme
Court later ordered a retrial.

“It will just be a waste of time,
something that there’s less and less
of,” Vera Politkovskaya, the late
journalist’s daughter, said of the re-
trial. “We really don’t want to take
part in this circus.”

The case has become a test of
President Dmitry Medvedev’s prom-
ise to restore the rule of law in Rus-
sia and foster its tiny civil society
and independent media.

Anna Politkovskaya, a journalist
for the liberal newspaper Novaya
Gazeta, was shot dead in the elevator
to her Moscow apartment in 2006.

A fierce Kremlin critic, she was
scathing aboutthen president andcur-
rent Prime Minister Vladimir Putin.
She worked to expose human-rights
abuses in Chechnya, accusing the re-
gion’s Kremlin-backed president Ram-
zan Kadyrov of numerous crimes,
which Mr. Kadyrov has denied.

Colleagues of the late journalist
suggest a high-level official coverup
is under way. The Kremlin denies any
involvement in the murder and says

it is committed to solving the crime.
Lawyers representing her chil-

dren say her murder hasn’t been prop-
erly investigated. They insist more ev-
idence is needed for jury members to
be able to make a proper judgment on
the three alleged low-level accom-
plices. They also want the trial
merged with investigations into the
alleged gunman and the identity of
the person who ordered the killing.

But a judge Friday formally re-
jected the family’s wishes, ruling that

the second trial should proceed with-
out delay and without a new probe.

Family lawyers said they will ap-
peal, contending the trial would oth-
erwise be a pointless sideshow. The
credibility of any new verdict—be it
guilty or not guilty—would be zero,
they argued. “We don’t need the con-
viction of just anybody,” said Karina
Moskalenko, one of the lawyers.

A jury will now be convened for
the new trial but will examine the
same evidence as the first jury.

By Andrew Langley

And Will Bland

MOSCOW—Russia should take a
more hands-on approach to tackling
problemsinitsbankingsectorandredi-
rect its stimulus package toward more
temporary spending to build on early
signs of an economic recovery, the In-
ternational Monetary Fund said.

The IMF—which sees the Rus-
sian economy shrinking 6.5% in
2009—also welcomed Friday’s lat-
est interest rate cut by the central
bank but warned against being too
aggressive in easing monetary pol-
icy further amid volatility in the cur-
rency’s exchange rate.

“Banks’ financial situation and
loan portfolios are now deteriorating
at anotablyfaster pace.The key imme-
diate challenge facing the authorities
at this time is how to deal with these
mounting problems,” the IMF’s execu-
tive board wrote in an annual report.

It said Russia should be more
“proactive” in addressing the issues
affecting the sector to avoid a pro-
longed credit freeze. It advised au-
thorities to recapitalize struggling
lenders, stress-test the largest insti-
tutions and beef up the central
bank’s supervisory powers, in part
to better understand thus-far

opaque asset quality.
The central bank cut rates for the

fifth time since April but acknowl-
edged thatprivate banks arestill reluc-
tant to lend, and said this is delaying a
revival of the country’s economy.

The 0.25 percentage point cut in
the benchmark refinancing rate to
10.75% was smaller than previous
ones, and it reflected central bank
concerns over larger-than-expected
consumer-price inflation in July of
0.6% from June.

A Russian finance ministry spokes-
man declined to comment on the re-
port immediately, saying the ministry
hasn’t had time to review it fully.

The IMF said the lower lending
rates will eventually filter through to
the real economy, but the country
needs to make structural changes to
get banks to lend the funds.

Battered by lower commodity
prices and scant access to credit, Rus-
sia’s economy shrank by more than
10% on the year between January and
June. Gross domestic product will fall
by 8.5% for the whole 2009, according
to the latest government forecasts.

Butrecentreportsonmanufactur-
ing and rail cargo suggest that the
worst of Russia’s first recession in a
decade has now passed and that the
second half of the year will be better.

By Jessica E. Vascellaro

As Facebook, Twitter and other
popular Internet services investi-
gated the cause of last week’s mas-
sive computer attacks, attention
turned to a blogger whose writings
blasting Russian officials may have
been the target.

There were also signs the attacks
continued Friday after knocking
Twitter offline for about two hours
and disrupting Facebook’s service
Thursday. Twitter Inc. co-founder
Biz Stone wrote in a blog post Friday
that attacks against Twitter were
“ongoing” and “appear to have been
geopolitical in motivation.”

Facebook Inc. said it rooted out
the cause of the attack after noticing
that the compromised computers
that began flooding its site Thurs-
day morning were directing traffic
to the page of a single blogger, who
uses the account name “Cyxymu,”
which represents the name for the
city of Sukhumi in the former Soviet
republic of Georgia.

The blogger has been a prolific
critic of Russian officials through ac-
counts on Facebook, Twitter, Live-
Journal and YouTube, Google Inc.’s
video-sharing service. On Twitter—
where he calls himself George and
describes his location as “Georgia,
Tbilisi”—he has written “Russia is
aggressor.” On YouTube, he has
posted video clips of Russian politi-
cians with mocking comments.

On Thursday, the writer updated
his now-inaccessible LiveJournal
blog with a message calling the com-
puter attack “a special attack
against me and Georgians,” accord-
ing to a translation. After respond-
ing to an initial email inquiry, he
didn’t answer further questions.

The attack coincides with the
one-year anniversary of Russia’s
brief war with Georgia over the re-
gion South Ossetia. Since then, se-

curity experts say both sides have
launched cyberattacks against
each other, including denial-of-ser-
vice attacks.

Denial-of-service attacks are de-
signed to overwhelm Web sites with
traffic, often by using hundreds or
thousands of PCs that have been in-
fected with virus software that
causes them to take actions without
their owners’ knowledge.

But last week’s attack didn’t fit
the mold of the previous incidents,
said Don Jackson, director of threat
intelligence for the counter-threat
unit of SecureWorks Inc., which pro-
vides information security services
to organizations.

“I can’t even find evidence that
Russians were behind it,” he said,
noting that none of the tools, tech-
niques and major computer systems
that known Russian hackers have
used before appear to be involved.

A Facebook spokesman said the
attackers tried to scramble where
the hits appeared to be terminating
in order to confuse Facebook’s sys-
tems. “We were able to figure out
pretty quickly that it was all going to
one place,” he said.

The Facebook spokesman said
the company is talking to authori-
ties to find the perpetrators and
hold them accountable, but declined
to comment on which authorities.

A LiveJournal Inc. spokesman
declined to comment on the cause,
saying its investigation was still un-
der way. A spokesman for Google
also declined to comment on the
likely cause of the attack.

In recent days, the “Cyxymu”
blogger has been the target of a
spam attack that sent out emails
with links to his LiveJournal blog in
an apparent attempt crush the blog
with traffic. Late last year, he said in
a Twitter post that his blog was hit
by a denial-of-service attack and
that he was moving its location.
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AIG’s new chief has big shoes of his own
Robert Benmosche
earned reputation
as MetLife’s leader

Robert Benmosche, second from left, stands with the recipients of the MetLife
Foundation Awards for Medical Research in Alzheimer’s Disease in 2006.

Outside factors helped AIG
post profit in first quarter

When Robert Benmosche takes
over American International Group
Inc. on Monday, he will be its fourth
chief executive in 14 tumultuous
months. He will also be the most de-
cisive, direct and tough leader to

run the battered insurer since Mau-
rice R. “Hank” Greenberg’s nearly
four-decade reign ended amid an ac-
counting scandal in 2005.

Mr. Benmosche, former col-
leagues say, is willing to upend cozy
corporatetraditionsandmakeunpop-
ular decisions. His strong personality
could be just what AIG and its major-
ityowner,theU.S.government,needs
to manage the company. But he could
alsoclashwithhismanyoverseers,in-
cluding in Congress, which hasn’t
shied from offering opinions about
how the company should be run.

The former chairman and chief
executive of MetLife Inc. was the
first CEO in 141 years who didn’t
spend his career at that life insurer,
an experience that should help him
step in at AIG, which has equally
strong traditions. And based on that
tenure, Mr. Benmosche is likely to
quickly take dramatic steps to set
the tone of his leadership.

Mr. Benmosche’s biggest accom-
plishment at MetLife was taking the
insurer public in what is still one of
the biggest initial public offerings of
all time. The firm’s share price sub-
sequently soared, doubling the gain
of the average life insurer’s stock
during his tenure, and he personally
netted $152.6 million in pay be-
tween 1996 and 2008, including de-
ferred compensation, according to
The Insurance Forum, an indepen-
dent periodical. He retired in 2006.

At MetLife, soon after becoming
CEO in 1998, he took an office a fifth
the size of the grand, mahogany-
ladenonethat hispredecessorsoccu-
pied for decades. He instituted a per-
formance-review program that
shook up the bureaucratic “Mother
Met” culture, financially rewarding
thosewho scored high whiledismiss-
ing laggards; he boosted the amount
of insurance that agents must sell to
obtain employee benefits.

Against the wishes of some at
MetLife, he moved 2,000 executives
and other employees from their long-
time Manhattan offices to a neighbor-
hood in Queens filled with meat-pack-
ing plants. “It wasn’t a popular deci-
sion,butitsavedmoney,”saysM.Evan
Lindsay,aninsurance-industryspecial-
ist at recruiting firm Heidrick & Strug-
gles International Inc.

He even canceled MetLife’s mem-
bership in the American Council of
Life Insurers, a major lobbying
group. He returned only after the
ACLI shrank its dues and put greater
emphasis on issues that the MetLife
CEO cared about, such as tax policy

and international affairs, says Frank
Keating, the ACLI’s chief executive.

It isn’t that the 65-year-old execu-
tive doesn’t seek opinions. At
MetLife, he was known to call man-
agers many levels down the chain of
command to ferret out information,
starting the conversation, “Hi, it’s
Bob.” When he was put in charge of
the insurer’s sales force in 1996,
“the first thing he did was go around
the country and have town meetings
with all the sales people and man-
agers,” recalls Harry Kamen, Mr.
Benmosche’s predecessor as
MetLife’s head. “He didn’t go into

his big office and close his door.”
Still, Mr. Benmosche is “kind of a

big fellow” with “a strong voice and
a strong mind.” When Mr. Ben-
mosche was under consideration to
succeed him, Mr. Kamen had a con-
cern those characteristics could sti-
fle debate. But “he was conscious of
being dominating,” Mr. Kamen says.
In meeting with managers, “he
would tell them that he knows that
he is a strong personality and he
may be opinionated on certain
things, but if they disagree with
them, he wants to hear it” and said
sharing their view was their duty.

Mr. Kamen says he recommended
him to the board as his successor.

If Mr. Benmosche sticks with AIG’s
planned strategy, many of his experi-
ences at MetLife—a rival to AIG in
many products—will come into play.
AIG, recipient of one of the biggest aid
packages of last year’s financial-sys-
temmeltdown,isgearinguptodoIPOs
andassetsalestorepayU.S.taxpayers.

As for working with Washington, a
crucialpartofthejobgiventhegovern-
ment’s stakeand oversightofthecom-
pany, Mr. Benmosche’s experience
doesn’t appear extensive. MetLife
owns MetLife Bank, and the company
is regulated as a federal bank-holding
company.Butstateregulatorsoversee
the insurance units, and they were the
ones who approved MetLife’s conver-
sion from being owned by its policy-
holders to being publicly traded.

The “demutualization” of
MetLife into a publicly traded com-
pany was part of a wave of such
changes. Critics complained that
the conversions didn’t fairly com-
pensate policyholders for the owner-
ship stakes they gave up, even as in-
vestment banks and other advisers
“made a killing” in fees, and Wall
Street profited from buying IPO
shares at cheap prices, says Jason
Adkins, a lawyer who founded the
policyholder-rights Center for Insur-
ance Research in 1991. One aspect of
MetLife’s conversion has won
praise: It provided stock to even the
smallest policyholders, rather than
cash compensation, which meant
they benefited when the shares rose
from the IPO price, Mr. Adkins says.

MONEY & INVESTING

By Leslie Scism, Liam Pleven
and Joann S. Lublin

By Liam Pleven

American International Group
Inc. just became profitable. But it
still isn’t thriving.

On Friday, the government-con-
trolled insurer reported net income
of $1.8 billion, its first quarterly
gain since the fall of 2007, before
housing-market woes sparked a tail-
spin that led to a federal bailout.

But the results were driven
largely by a recent change in how fi-
nancial firms can value troubled as-
sets and the improvement in mar-
kets this spring. The outcome under-
scored the extent to which AIG is vul-
nerable to forces beyond its control,
as well as its ability to benefit from a
rising tide.

In its core business, insurance,
AIG and its units “remain chal-
lenged,” Chairman and Chief Execu-
tive Edward Liddy said. AIG’s life-in-
surance andproperty/casualty insur-
ance divisions both saw income drop
by more than 40% from the same
quarter last year, excluding capital
gains and losses, the company said.
AIG is planning to sell stakes in many
of those operations to help repay the
government.

Mr. Liddy said the company’s
overall results “reflect stabilization
in certain of our businesses.” But he
also warned that AIG expects “con-
tinued volatility in reported results
in the coming quarters,” a signal
that the return to profitability may
be short-lived.

Investors weren’t deterred and
bid up the company’s shares, which
rose more than 20% to $27.14 in 4
p.m. New York Stock Exchange com-

posite trading Friday. During the
week, they more than doubled.

The stock-price gains are wel-
come news for taxpayers. The gov-
ernment owns nearly 80% of AIG in
the form of preferred shares as a re-
sult of the bailout, which includes a
loan of $41.3 billion from the Fed-
eral Reserve Bank of New York and
an investment of $42.8 billion from
the Treasury Department.

AIG is “not terminally ill any-
more,” said Cathy Seifert, an equity
analyst at Standard & Poor’s. But,
she added, “I’m not sure it’s the pic-
ture of health.”

Mr. Liddy, who was installed by
the government 11 months ago, is
stepping down effective Monday.
Robert Benmosche, the new CEO,
and Harvey Golub, the new chair-
man, haven’t granted interviews
since being named.

AIG’s quarterly results high-
lighted some of the problems they
face. For instance, AIG said it had
pumped $2.2 billion into its domes-
tic life-insurance and retirement-
services operations in order to
maintain “solid” capital ratios. The
injection came in May, as a result of
investment losses in the first quar-
ter, according to a person familiar
with the matter.

AIG is continuing to unwind the
financial-products unit that held
many of the investments that
brought AIG to its knees, but it still
holds a number of derivatives, in-
cluding some that saw a $636 mil-
lion unrealized gain in value during
the quarter. That helped the unit cut
its operating loss to $132 million,
compared with a $6.2 billion loss a
year earlier.
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For more information on these and our other training courses please
contact Tracey Huggett on tel: +44(0)20 7749 0230 or email:
thuggett@efinancialnews.com
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& Investing
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CFDs

Bonds & Fixed Income
Derivatives

20% early bird discount
when you book at least a

month in advance

22-23 September, London

16-17 September, London 28-29 September, New York
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