
THE FACE OF ACTIVISM: A protester holds a poster of Aung San Suu Kyi outside the Myanmar Embassy in London on Tuesday. British
Prime Minister Gordon Brown called for the United Nations Security Council to impose an embargo on the sale of arms to the junta. Page 31.

Rival says Merkel’s party ducks debate

Breaking news at europe.WSJ.com

Bottom feeders

Wall Street’s B-list firms
trade on bigger rivals’ woes
News in Depth, pages 14-15

E U R O P E  E U R O P E  

4 p.m. ET
PCT

CLOSE CHG

DJIA 9241.45 -1.03
Nasdaq 1969.73 -1.13
DJ Stoxx 600 226.35 -1.40
FTSE 100 4671.34 -1.08
DAX 5285.81 -2.44
CAC 40 3456.18 -1.38

Euro $1.4139 -0.18
Nymex crude $69.45 -1.63

Editorial&Opinion

U.S. recession called done
Economists in survey say Bernanke deserves another term as Fed chairman

By Marcus Walker

BERLIN—Germany’s So-
cial Democrat candidate for
chancellor threw down the
gauntlet to incumbent An-
gela Merkel on Tuesday, ac-
cusing her conservative
party of avoiding serious de-
bate about the country’s fu-
ture ahead of national elec-
tions on Sept. 27.

The left-leaning Social
Democrats are trailing far be-
hind Ms. Merkel’s Christian
Democrats in opinion polls,
and their figurehead, Frank-
Walter Steinmeier, is strug-
gling to attract voter inter-
est, despite his ambitious
plan for full employment.

Mr. Steinmeier blamed
the Christian Democrats for
the lack of animus in Germa-
ny’s election campaign so far,
telling reporters in Berlin
that his conservative oppo-

nents were trying “to lull the
public and prevent the cam-
paign from really starting.”

A spokeswoman for the
Christian Democrats denied
the party was avoiding de-
bate, saying the party had

opted for a short campaign,
given the economic crisis, be-
cause Germans expect their
leaders to concentrate on
governing.

Ms. Merkel, meanwhile,
has just returned from a vaca-

tion in the Italian Alps and
will attend her first cam-
paign event on Saturday—a
mere seven weeks before
Election Day.

Germany is in its deepest
Please turn to back page

Antitrust abuse
Watchdog says Brussels
suppressed evidence in
the Intel case. Page 11
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Leading the News: The LSE’s new CEO takes stock of exchange operator’s future
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Left behind 
SPD candidate for chancellor Frank-Walter Steinmeier (pictured) is 
fighting to lift his party's support before Germany's Sept. 27 elections 
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By Daniel Michaels

And August Cole

When Ian King took over
as chief executive of BAE Sys-
tems PLC last September, the
British defense giant’s
strength lay in the huge U.S.
defense market and the
world’s lucrative business for
military land vehicles.

Today, as the Obama ad-
ministration slashes big Pen-
tagon weapons programs,
BAE is poised to ride out the
downturn better than many
of its U.S. rivals thanks to a dif-
ferent trump card: estab-
lished operations in interna-
tional defense markets, in-
cluding South Africa, Austra-
lia and Saudi Arabia. BAE re-
cently designated India its
seventh “home” market,
where it doesn’t simply sell
military systems but also has
subsidiaries that are an inte-
gral part of the country’s de-
fense industry.

“One of the benefits of hav-
ing six or seven home markets
is that you don’t suffer the va-
garies of any one,” Mr. King
says in an interview.

Thanks to its global spread,
BAE is the world’s second-big-
gest defense contractor by
sales, after U.S. giant Lockheed
Martin Corp. In the U.S., BAE
ranks around fourth place, de-
pending on spending at any
given time, ahead of all other
non-U.S. military suppliers.

Balance will be vital to
BAE’s future because it faces

Please turn to back page

BAE uses
‘homes’
to thrive
amid cuts

Myanmar sentences dissident to 18 more months of house arrest

Agence France Presse/Getty Images

By Phil Izzo

Economists are nearly
unanimous that Ben Ber-
nanke should be reappointed
to another term as U.S. Fed-
eral Reserve chairman, and
they said there is a 71%
chance that President Barack
Obama will ask him to stay
on, according to a survey.

Meanwhile, the majority
of the 47 economists The
Wall Street Journal surveyed
during the past few days said
the recession that began in
December 2007 is now over.

Battling the downturn de-
fined most of Mr. Bernanke’s
term, which began in early
2006 and expires in January,
and economists say his han-
dling of the crisis has earned
him four more years as Fed
chief.

“He deserves a lot of
credit for stabilizing the fi-
nancial markets,” said Jo-
seph Carson of AllianceBern-
stein. “Confidence in recov-
ery would be damaged if he
was not reappointed.”

After months of uncer-
tainty, economists are finally

seeing a break in the clouds.
Forecasts were revised up-
ward for every period, with
27 economists saying the re-
cession had ended and 11 see-
ing a trough this month or
next. Gross domestic product
in the third quarter is now ex-
pected to show 2.4% growth
at a seasonally adjusted an-
nual rate amid signs of life in
the manufacturing sector,
partly spurred by inventory
adjustments and strong de-
mand for the “cash for clunk-
ers” car-rebate program.

A better-than-expected

employment report for July,
where employers cut 247,000
jobs and the jobless rate fell
for the first time in 15
months, suggests the worst is
over. The unemployment rate
is still expected to rise to 9.9%
by December, but economists
forecast that the economy
will shed far fewer jobs over
the next 12 months than they
had forecast last month.

Many of the economists
said there is little to be
gained by changing the Fed
chairman, especially consid-

Please turn to page 31

Markets

Russia President Dmitry Med-
vedev launched an attack on
the pro-Western policies of
Ukraine’s Viktor Yushchenko,
which was widely seen in
Kiev as an intervention into
campaigning for presidential
elections in January. Page 3

n A Chechen charity worker
and her husband were kid-
napped and murdered, in the
latest in a string of killings
that threaten to destabilize
the Caucasus region. Page 3

n The U.K.’s FSA will drop
some of its toughest propos-
als on bankers’ pay amid con-
cern they could harm Lon-
don’s competitiveness as a
global financial center. Page 3

n The Bank of England may
leave the door open to more
monetary stimulus when it
issues new economic fore-
casts Wednesday. Page 2

n U.S. productivity staged
its biggest gain in nearly six
years in the second quarter
as companies cut jobs and
workers’ hours. Page 9

n U.S. stocks sank, led by
the financial sector, amid cau-
tion ahead of the Fed’s pol-
icy announcement. European
shares fell as investors tried
to lock in profits. Page 18

n Rising crude-oil production
is fanning concern among
OPEC members that a large
overhang in inventory will
continue to swell. Page 20

n Friends Provident accepted
Resolution’s $3.06 billion
takeover offer and posted a
wider loss. Pages 17, 32

n A U.K. judge ruled in favor
of senior lenders of IMO, a
setback for junior lenders
across Europe. Page 17

n Adecco warned of challeng-
ing times ahead in the staff-
ing market as it swung to a
second-quarter loss. Page 6

n Atticus Capital’s founder
said he will return $3 billion
to investors and close down
two large funds. Page 17

n Prosecutors expected to
charge a former key lieutenant
of Bernard Madoff with mul-
tiple counts of fraud. Page 19

n Taiwan continued rescue
efforts as Typhoon Morakot’s
toll rose to at least 80 in Tai-
wan, the Philippines and the
Chinese mainland. Page 4

n Liechtenstein and the U.K.
signed agreements aimed at
retrieving $1.65 billion in un-
paid British taxes. Page 19
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Germans like to rail
against the excesses of An-
glo-Saxon capitalism. But
Germany’s biggest compa-
nies were among the most
enthusiastic proponents of
modern financial practices
during the boom—and now
find themselves among the
biggest casualties.

Take automotive giants
Schaeffler Group and Con-
tinental, currently locked in
a bitter struggle that could
cost Continental’s chairman
and its chief executive their
jobs in a boardroom show-
down Wednesday, the third
shakeup of top management
in less than a year. The pres-
sure is on the companies to
thrash out a restructuring
plan after Schaeffler’s ill-
judged attempt to take over
Continental last year left
both groups struggling to
repay their debts. The
stakes couldn’t be higher:
The collapse of two such
major industrial groups
would play havoc with Ger-
many’s creaking banking
system.

Laboring under roughly

Œ11 billion ($15.55 billion) in
net debt each, Schaeffler
and Continental were se-
duced by the easy credit of
the boom years into reck-
less deal making. Continen-
tal borrowed heavily to ex-
pand at the peak of the auto-
motive cycle. As sentiment
crumbled in mid-2008, pri-
vately owned Schaeffler
swooped with a hostile, le-
veraged bid to pick up Conti-
nental’s parts business.

Few dispute the indus-

trial logic of putting their
engineering businesses to-
gether. But as the credit cri-
sis unfolded, Schaeffler
ended up with a bigger
stake in Continental than it
could afford to finance. It
had no chance of selling
Continental’s tire division
to pay down debt. With
Schaeffer owning only 49%,
Continental still had plenty
of room to fight its corner,
hence the impasse between
Continental’s managers and

the Schaeffler family.
Continental must refi-

nance Œ3.5 billion in debt
by August next year. Its
banks are nervous about
rolling it over given the se-
verity of the downturn in
the auto sector and the un-
certainty surrounding rela-
tions with Schaeffler. Mean-
while, Schaeffler’s banks
are worried Continental will
go ahead with a Œ1.5 billion
rights issue, which would
dilute the value of securi-
ties they are holding as col-
lateral. Dilution also is a
risk for the banks if the two
companies come up with a
merger plan that leaves one
side significantly better off.

But if origins of this
mess were Anglo-Saxon, the
solution is likely to be typi-
cally German, as with the
breakthrough in the simi-
larly bitter Porsche-Volks-
wagen battle. Management
heads will likely roll and
then the banks and the
Schaeffler family will
thrash out a compromise be-
hind closed doors.
 —Matthew Curtin

More at WSJ.com/Heard

Friends investors’ status
Resolution has its prize—

thanks to pressure from the
30% of Friends Provident in-
vestors who also own shares
in Resolution. Friends’ retail
investors won’t be too un-
happy since they have access
to a cash alternative. But
what of the rest of the inves-
tors, who between them hold
50% of Friends, now being
pushed into Resolution—
some of them clearly against
their will—whose fortunes
now rest on Clive Cowdery
and his ambition to consoli-
date the U.K. life-insurance
sector?

For them, everything
hangs on Mr. Cowdery’s abil-
ity to extract value from fu-
ture industry deals. It won’t
be easy.

Combining different com-
panies’ books of insurance
business is always difficult,
whether open or closed. But
moving production and ad-
ministration of insurance
products from one technol-
ogy platform to another
when the firm is still writing
new business is a huge chal-
lenge. What’s more, no two
policies from different insur-

ers will be the same, making
it harder to extract syner-
gies. That partly is why the
U.K. life sector is still frag-
mented; aside from the
merged Lloyds/HBOS busi-
nesses that have about 17%
market share, no other in-
surer has much more than
10% of the market.

Meanwhile, Resolution it-
self is rightly cautious about
operational synergies as a
source of value creation.
Friends has already taken
out £80 million ($132 mil-
lion) in annual costs. Other
insurers should be doing the
same, so the sector mightn’t
have much fat to trim.

Of course, that need not
worry Mr. Cowdery and Reso-
lution’s existing investors. As-
suming an economic recovery,
the value of Resolution’s ac-
quired assets is bound to rise
over the three- or four-year
timeframe of its business
plan. But Friends investors
who stood to benefit from
any sector rebound anyway,
without handing over 10% of
the upside to Mr. Cowdery,
will be expecting a lot more.
 —Sean Walters

trouble in the two key markets of
the U.K. and U.S. The company’s
shares, listed on the London Stock
Exchange, have fallen more than
30% in the past year to 326.10 pence
($5.37) a share Tuesday.

“I think we’ve been unfairly
treated,” says Mr. King, a 52-year-
old finance specialist who joined
one of BAE’s predecessor compa-
nies in 1976.

Britain is squeezing defense
spending amid economic woes and
increasingly expensive operations
in Afghanistan. “In the U.K. now, de-
fense is perceived as being a bit of a
waste of money,” says Andrew
Brookes, an aerospace analyst at the
International Institute for Strategic
Studies, a think tank in London.

Meanwhile, the U.S. has ended a
multibillion-dollar effort, started
several years ago, to rush armored
trucks to troops in Iraq and Afghani-
stan. Such vehicles boosted BAE’s
profit through last year. And De-
fense Secretary Robert Gates re-
cently scrapped an $87 billion ar-

mored-vehicle project in which BAE
was a key player.

Mr. King also must contend with
longstanding-but-unproven allega-
tions that BAE paid kickbacks re-
lated to a Saudi contract in the
1980s. BAE and Saudi officials deny
wrongdoing, and the com-
pany toughened its ethics
program. The U.S. Justice
Department has investi-
gated the issue but hasn’t in-
stituted legal proceedings.

But while some ele-
ments of BAE’s operations
are under pressure, its tradi-
tional fighter-plane busi-
ness is strong in Europe,
Saudi Arabia and the U.S.
Another division, which
handles electronic warfare
and surveillance, also is thriving as
global demand increases for high-
tech battlefield equipment and cy-
berwarfare systems.

For the first half, BAE reported a
19% rise in underlying earnings be-
fore interest, taxes and amortiza-
tion, to £979 million ($1.61 billion)

as revenue rose 28% to £9.9 billion.
Charges, however, pushed the com-
pany to a net loss of £88 million.

Mr. King says one of BAE’s big-
gest prizes these days has no U.S.
connection: the Eurofighter Ty-
phoon fighter jet, which BAE builds

with Franco-German Euro-
pean Aeronautic Defence
& Space Co. and Italy’s Fin-
meccanica SpA. Britain,
Germany, Italy and Spain
have agreed to buy 496 of
the planes, which cost
roughly £69 million apiece
and on which BAE is the
lead contractor. Saudi Ara-
bia in 2007 ordered 72 Eu-
rofighters.

BAE doesn’t have a lock
on contracts, however. Swe-

den in June picked Finland’s Patria
Oyj over BAE for a Œ243 million
($344 million) contract for 113 ar-
mored vehicles. And in key markets
like Saudi Arabia, there is intense
competition. Boeing Co has a long-
standing role supplying warplanes
to the kingdom’s air force.

In the U.S., Defense Secretary
Gates is focusing resources on the
new F-35 Lightning II, known as the
Joint Strike Fighter. While Lock-
heed leads the program, BAE has a
second-tier role that gives it more
than 16% of the project. Defense offi-
cials estimate the F-35 project,
which also involves Britain, Italy,
Turkey and several other countries,
will cost some $300 billion to de-

velop and build over 25 years.
As the Pentagon cuts back,

BAE’s hand in several pies gives it
an advantage over U.S. and Euro-
pean rivals in battling for sales else-
where, analysts say. BAE stands to
win business whether a country
buys Typhoons, F-35s or even the
Gripen, a fighter jet built by Swe-
den’s Saab Aerospace AB, in which
BAE owns 20.5%.

Continued from first page

BAE thrives amid cuts with ‘homes’

Debt hangovers for auto firms

Social Democrat rival says Merkel’s party is ducking debate

Ian King

recession in 65 years, and the global
economic crisis has raised ques-
tions about the viability of its bank-
ing system and its export-depen-
dent economy. Yet its election cam-
paign has been curiously low-key so
far, thanks to the seeming inevitabil-
ity of Ms. Merkel’s re-election.

Only 13% of voters believe Mr.
Steinmeier, currently foreign minis-
ter and vice chancellor in Germa-
ny’s bipartisan cabinet, will unseat
Ms. Merkel on Sept. 27, a survey by
polling firm TNS Emnid found late

last month. Opinion polls suggest
her Christian Democrats are on
course to win a majority in the Bund-
estag, Germany’s lower house of
parliament, together with their pre-
ferred partners, the pro-business
Free Democrats.

That would allow Ms. Merkel to
form a new, center-right govern-
ment and ditch the Social Demo-
crats, who have been her partners
in an awkward, left-right coalition
government since the last national
election in 2005.

The Christian Democrats have

let opinion-poll leads slip in the
past two elections, when the Social
Democrats made late comebacks by
accusing conservatives of support-
ing radical free-market ideas and
the U.S.-led invasion of Iraq.

This time, Ms. Merkel appears
determined to avoid giving the So-
cial Democrats much to argue
about. She has moved her party to
the left on economic policy, for ex-
ample, supporting higher benefit
spending and heavy state aid to
businesses to combat the recession.

Ms. Merkel has achieved high

popularity by cultivating an image
as a benevolent, maternal figure
above partisan politicking, says
Manfred Güllner, head of Berlin
opinion-polling institute Forsa.
“Too much campaigning would be
counterproductive,” he says.

The Social Democrats’ support
in opinion polls has been stuck at
about 23% for months, behind the
Christian Democrats’ support of
around 35%. The Social Democrats
need another late surge to stay in
the government. Last week, Mr.
Steinmeier tried to win over unde-

cided voters by unveiling a plan to
create four million new jobs by
2020.

The plan hasn’t resonated with
the public, say political analysts.
“Nobody believes the four million
target, and voters question why
Steinmeier says this just before the
election when he has been in gov-
ernment since 2005,” says Mr. Güll-
ner.

Mr. Steinmeier argued on Tues-
day that his goals were realistic and
that Germany need not resign itself
to high unemployment.

Continued from first page
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Continental rift
Continental’s daily closing 
share price 

Rolf Koerfer, Continental’s acting
supervisory board chief
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Global reach
BAE Systems has operations in most of the world's big defense markets. 
First half of 2009 breakdown of sales and markets:

Pct. of
sales Divisions Principal markets

32%

28

24

16

A
ss

oc
ia

te
d 

Pr
es

s

One of BAE's biggest prizes is the Eurofighter Typhoon, pictured.

Email: heard@wsj.com

32 WEDNESDAY, AUGUST 12, 2009 T H E WA L L ST R E ET JO U R NA L .



Aboubakare, Nasar ....... 23
Aleynikov, Sergei .......... 20
Barakett, Tim ................ 17
Barnard, Marcus ........... 18
Barza, Harold ................ 27
Beekman, Robert .......... 30
Bernotat, Wulf ................ 7
Biggs, Mike ................... 17
Brookes, Andrew .......... 32
Brus, Ronald .................... 7
Buckley, George .............. 2
Canellos, George ........... 21
Carson, Joseph ................ 1
Cosslett, Andrew ............ 6
Cowdery, Clive ......... 17,32
Crotty, Paul A. .............. 20
Curbo, Paul ................... 28
De Maeseneire, Patrick .. 6
DiPascali, Frank Jr. ........ 19
Doyle, Simon ................. 22
Fancher, Scott ................ 5
Fishman, Andrew ......... 15
Flanagan, Eamonn ........ 18
Furse, Clara .................... 2
Gerez, Pierre-Marie ....... 28
Giebel, Marcus ............. 22
Gorry, Richard .............. 20
Greenberg, Maurice ...... 21

Hayes, Simon .................. 2
Henderson, Fritz ............. 5
Hu, Stern ........................ 7
Khuzami, Robert ........... 21
Kiga, Fred ....................... 5
Kim, David ..................... 10
King, Ian ......................... 1
Kwon Young-sun ........... 10
LeBas, Guy ................... 23
Lewis, Ken ..................... 20
Lien, Kathy ................... 18
Liman, Lewis ................. 20
Lock, Jim ...................... 30
Ma, Jun ............................ 8
Madoff, Bernard ...... 19,21
Mahapatra, Tim ............ 19
Malyshev, Misha ........... 20
Masud, Saud ................. 22
McAlinden, Bernard ..... 18
McCorry, Peter .............. 18
Montague, Adrian ......... 17
Mosier, Robert ............. 23
Neto, Jose Carlos Pinheiro

....................................... 7
Pang, Danny ................. 23
Pearson, Gail ................. 30
Rakoff, Jed S. ................ 20
Reisner, Lorin ................ 21

Ricciardi, Walter ........... 21
Ritter, Curt .................... 23
Robbins, Patrick ............ 27
Rolet, Xavier .................. 2
Rosenfeld, David .......... 20
Schapiro, Mary .............. 21
Shapiro, Joshua .............. 9
Shepherdson, Ian ............ 9
Shirakawa, Masaaki ...... 10
Shivpuri, Gaurav ............ 22
Shroff, Sabrina ............. 20
Silvestri, Scott .............. 20
Silvia, John .................... 31
Soss, Neal ..................... 31
Straarup, Peter ............. 18
Swonk, Diane ................ 31
Tata, Ratan ..................... 7
Taylor, Bret ................... 30
Teyssen, Johannes ......... 7
Thain, John .................... 20
Turowski, Dieter ............ 20
Venter, J. Craig ............. 29
Verleger, Philip ............. 20
Walsh, Sam ..................... 7
Wu, Joseph ................... 27
Wylie, David .................. 28
Yang, Su-Wei ................ 23
Yuihama, Hirokazu ....... 22
Zhu Jianfang .................. 8

Adecco ....................... 6,18
Aegon NV .................... 18
AFK Sistema ................. 6
Aioi Insurance ............. 23
American Express ........ 18
American International

Group ....................... 18
Anheuser-Busch InBev’s

.................................. 19
Associated British Foods

.................................... 7
Atticus Capital ............. 17
BAE Systems ................ 1
Bank of America 18,20,21
Bank of China .............. 22
Bank of Ireland Group ... 7
Barclays ...................... 19
BATS Trading ................ 2

Blackstone Group ........ 19
Boeing ...................... 5,32
Bright Trading ............. 14
Canon Inc. ................... 27
Carlyle Group ............... 17
Chi-X Europe .................. 2
China Mobile ................ 22
Cirrus Developments ... 22
CIT Group ............... 18,23
Citigroup ..................... 22
City Developments ..... 22
Continental Corp. ........ 32
Crucell ............................ 7
Cumberland

Pharmaceuticals ...... 18
CVC Capital Partners ... 19
Danske Bank ................ 18
Deutsche Bank ............ 19

Deyaar Development .. 22
DRW Trading Group ... 14
E.ON ............................... 7
Eurocommercial

Properties ................ 28
European Aeronautic

Defence & Space ..... 32
Evercore Partners ........ 20
Execution ..................... 14
Exxon Mobil ................ 29
Facebook ...................... 30
Fiat ................................. 7
Finmeccanica ............... 32
Ford Motor .................... 7
FriendFeed ................... 30
Friends Provident .. 17,32
Frontier Airlines

Holdings ................... 21
General Electric ..... 18,21
General Motors ........... 5,7
Goldman Sachs Group

............................ 14,20
Goldsmith .................... 14
Green Project ............... 27
Greenhill & Co. ............. 20
Hewlett-Packard .......... 27
Hong Kong Exchanges &

Clearing .................... 22
HSBC Holdings ....... 18,22
Hyundai Motor .............. 7
Integra Telecom ........... 21
InterContinental Hotels

Group .......................... 6
Jefferies Group ............ 15
J.P. Morgan Chase .. 14,18
LBA Realty ................... 21
Lexmark International 27
LiveFuels ..................... 29

Lloyds Banking Group
............................. 17,18

Lockheed Martin ............ 1
London Stock Exchange

Group ......................... 2
Lonmin ........................ 18
Lufthansa ...................... 7
Maguire Properties ..... 21
Manpower ...................... 6
Mayfair Wealth

Management ............ 22
MBIA ........................... 18
Medtronic .................. 30
Members Equity Bank 22
Merck & Co. ................ 20
MG Rover ....................... 7
Mitsui Sumitomo

Insurance Group .22,23
Mobile TeleSystems ...... 6
Morgan Stanley .......... 14
Nasdaq OMX Europe .... 2
National Express ........ 19
Natixis .......................... 18
New York Securities .... 14
Nipponkoa Insurance ... 23
Nissan Motor ................ 5
Nissay Dowa General

Insurance .................. 23
Nordic Investment Bank

.................................. 22
Novartis ........................ 7
Oversea-Chinese

Banking ..................... 22
Patria .......................... 32
PEMGroup .................... 23
PepsiCo ....................... 20
Perry ............................. 21
Pfeifer & Langen Polska

.................................... 7

Pfizer .............................. 7
Randstad Holding ......... 6
Renault .......................... 7
Republic Airways

Holdings .................... 21
Resolution ............... 17,32
Rio Tinto ....................... 7
SAIC Motor .................. 22
Sal Oppenheim ............ 19
Sanofi-Aventis ........... 20
Sapphire Energy .......... 29
Schaeffler Group ......... 32
Schonfeld Group

Holdings .................... 14
Schottenfeld Group .... 14
Seiko Epson ................ 27
Solazyme ..................... 29
Sompo Japan Insurance

.................................. 23
Southwest Airlines ..... 21
Spring Group ................. 6
Synthetic Genomics .... 29
Systematic Trading ..... 15
Tata Motors ................... 7
Telefónica ....................... 6
Teza Technologies ....... 20
Tokio Marine Holdings 23
Toyota Motor ................. 5
Travelers ..................... 18
Turquoise ...................... 2
UBS .................... 14,18,19
Unibail-Rodamco ........ 28
Van der Moolen ........... 19
Vastned ....................... 28
Volkswagen .................... 7
Westpac Banking ........ 22
Wyeth ............................ 7
Xstrata ........................ 18

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

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

LSE defends its share
Exchange cuts costs,
aims to increase
speed of trading
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BOE is likely to emphasize risks to economic recovery

By Vladimir Guevarra

LONDON—London Stock Ex-
change Group PLC is banking on
cost cutting, faster trading systems
and a wider geographical spread to
maintain its position as a leading ex-
change operator in Europe, Chief Ex-
ecutive Xavier Rolet said.

The comments from Mr. Rolet,
who took over the helm of the LSE
from Clara Furse in May, come as
the company faces eroding market
share from upstart rivals. Smaller
competitor trading platforms such
as Chi-X Europe Ltd., Turquoise,

BATS Trading and Nasdaq OMX Eu-
rope have mushroomed in the past
two years, eating into the LSE’s core
business of processing stock trades.

“The vision for us is not just in
achieving the largest market trans-
parency and resilience, but also, in
a competitive environment, the
emerging interest is in improving
our offering,” Mr. Rolet said in an
interview.

Three months into the job head-
ing the 300-year-old stock ex-
change, Mr. Rolet is overseeing a re-
view of company head count. At the
end of March, the company had 1,135
employees, down 6.2% from 1,210
the previous financial year. Both fig-
ures include staff at the company’s
Italian unit, Borsa Italiana.

“There is not an ideal size—it de-
pends on what you do. It’s a con-
stantly moving target,” Mr. Rolet

said.
Mr. Rolet said the LSE will con-

tinue reviewing costs such as tech-
nology, general overheads, manual
processes and compliance.

The CEO said the company is
nearing a decision to pick a faster
trading engine to replace its current
one. LSE’s TradElect trading engine
from Accenture was installed in
2007 and cost the company £40 mil-
lion ($65.9 million). Mr. Rolet de-
clined to comment on how much the
new engine would cost.

Speed has become more impor-
tant in recent years, especially
among algorithmic-trading firms,
because it can place their orders
ahead of a queue.

“In the past couple of months,
we’ve reviewed technology solu-
tions around the world and done
testing. We’re getting reasonably

close to picking a solution,” Mr. Ro-
let said.

Besides employing a faster en-
gine, Mr. Rolet also wants to cut trad-
ing fees. Mr. Rolet said cutting fees
will “not necessarily” lower LSE’s
profitability.

The LSE has also eyed acquisi-
tions to boost growth. Last month,
the company was shortlisted as a po-
tential buyer of a majority stake in
the Warsaw Stock Exchange, which
has been relatively successful in list-
ing IPO entrants.

By Natasha Brereton

LONDON—The Bank of England,
after warning last week that the
economy was underperforming,
may leave the door open for more
monetary stimulus when it pub-
lishes new economic forecasts
Wednesday.

To make more funds available to
businesses and households, the cen-
tral bank last week announced a
larger-than-expected increase in
bond purchases, raising its target by
£50 billion ($83 billion), to £175 bil-
lion.

On Wednesday, the central bank
is likely to again emphasize the risk
to economic recovery from a lack of
bank lending. It is also expected to
raise concerns that the economy
will work even less efficiently in
coming months, as companies lose
pricing power due to a buildup of ex-
cess capacity.

“The Bank is clearly unwilling to

take any chances with the fragile re-
covery that we are currently seeing
in the financial markets and the
economy as a whole,” said George

Buckley, a U.K. economist at Deut-
sche Bank.

Partof the problem is rooted in in-
consistencies between the results
from sentiment surveys and official
output data. Recent surveys have
supplied signs of growing business
activity in the manufacturing and
services sector, suggesting that re-
covery from a yearlong recession
could be under way. But government
statistics have shown that British
output was much weaker in the sec-
ond quarter of the year than the BOE
expected. Despite official interest
rates which are at record lows and
the central bank’s bond-buying pro-
gram, the flow of money in the econ-
omy remains sluggish. This indi-
cates that much of the liquidity is be-
ing kept inside the banking system.
“A very downbeat inflation report is
in prospect,” said Simon Hayes, a
U.K. economist at Barclays Capital.

The key to the inflation report is
its projection of consumer price

movement for the next two years.
Annual inflation was clocked at a
year-on-year rate of 1.8% in June, be-
low the BOE’s 2.0% medium-term
target for the first time in 20
months.

A projection by the central bank
Wednesday that inflation could still
be below 2% as far out as mid-2011
would suggest a need for more stim-
ulus to keep the inflation rate from
sliding.

Meanwhile, new trade data con-
tinued to show mixed signals. Brit-

ain’s goods trade deficit widened in
June as imports saw their biggest
rise in almost a year. This is a fresh
sign that the economy could be sta-
bilizing. The Office for National Sta-
tistics said the goods deficit totaled
£6.5 billion in June compared with a
£6.2 billion in May. Imports were
also pushed higher by increased pur-
chases of foreign oil.

Excluding oil and other erratic
items, the volumes of both exports
and imports were 2.5% higher com-
pared with May.

CORRECTIONS & AMPLIFICATIONS

Source: U.K. Office for National Statistics 
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LSE Chief Executive Xavier Rolet
is overseeing a review of the
company’s head count.
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Hyundai Group Chairwoman
Hyun Jung-eun traveled on Mon-
day to North Korea seeking the free-
dom of an employee held by the
communist regime. An Economy &
Politics article Tuesday incorrectly
said Ms. Hyun was the chief of Hyun-
dai Motor Co. in one reference.

U.S. office vacancies rose one
percentage point to 15.4% in the sec-
ond quarter compared with the
prior quarter, according to Colliers

International. A Marketplace arti-
cle Tuesday about Maguire Proper-
ties Inc. incorrectly said the
change was from the same period
last year.

Staff members of the South
China Morning Post petitioned for
the reinstatement of two editors
fired by then editor-in-chief Mark
Clifford. A July 3 Corporate News
article incorrectly said the petition
sought Mr. Clifford’s departure.
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Myanmar activist detained 18 more months
Decision will keep
Suu Kyi out of sight
until vote is complete

ering the massive task at hand for
the central bank as the economy
emerges from the recession.

“Continuity is critical as we
emerge from this crisis. Otherwise
we could slip back in again,” said Di-
ane Swonk of Mesirow Financial.
“Bernanke is the best suited to undo
what has been done when the time
comes.”

The Fed has taken unprecedented
steps in an effort to avoid another
Great Depression, and its exit strat-
egy remains a key question. Some
hints may emerge as the central
bank’s August policy meeting comes
to an end Wednesday. The Fed’s key
policy-making tool, the federal-funds
rate, isn’t likely to change at this
meeting or any time soon.

Only six economists expect the
Fed to raise the federal-funds rate,
now between 0% and 0.25%, this
year. Most expect an increase at
some point in 2010, but more than a
quarter of respondents don’t see the

rate moving until 2011 or later.
“The exit strategy will be very,

very slow and cautious,” said John Sil-
via of Wells Fargo. “The Fed will un-
wind the balance sheet before they
raise the fed funds rates.”

The Fed’s balance sheet—the to-
tal value of all its loans and securities
holdings—had more than doubled
during the course of the cri-
sis to more than $2 trillion,
as lending facilities ex-
panded in an effort to un-
freeze credit markets. But as
markets get back to normal,
demand already has begun
to wane, and the balance
sheet has started to shrink.
Now the composition of the
balance sheet has begun to
shift to Treasurys, mort-
gage-backed securities and
agency debt as the Fed
moves through a $1.75 trillion pro-
gram announced in March to bring
down long-term interest rates.

The Fed is deciding at this week’s
meeting whether to let that program

run its course and how best to com-
municate its intentions to markets.

Whatever the Fed decides, the
economists expressed some confi-
dence that the central bank will be
dealing with how to manage a recov-
ery, not another recession. They ex-
pect GDP growth to remain above 2%
at an annualized rate through the

first half of next year, and
they put the chances at just
20% of a “double-dip” sec-
ond downturn before 2010.

But some said a recovery
could make Mr. Bernanke’s
road to reappointment
more rocky. “Once it is per-
ceived that the economy is
on its way to recovery, it
gives Obama the opportu-
nity to put in his own per-
son,” Mr. Silvia said. “It
could be like Great Britain

at the end of World War II. ‘Thank
you for all the hard work, Mr.
Churchill, but we’re going to bring
someone else in to handle the next
phase.’ ” Former president George

W. Bush appointed Mr. Bernanke to
succeed the departing Alan
Greenspan. Presidents appoint Fed
chiefs to four-year terms, and there
are no term limits.

Mr. Bernanke’s term expires Jan.
31, and much can happen before Mr.
Obama has to make his decision for
Fed chairman. But even as other
names have surfaced as potential Ber-
nanke successors, there was no con-
sensus among economists over who
would be best. Votes were nearly
evenly split among San Francisco
Fed President Janet Yellen, TIAA-
CREF Chief Executive and former Fed
Vice Chairman Roger Ferguson, Na-
tional Economic Council Director
Lawrence Summers and Princeton
economist and former Fed Vice Chair-
man Alan Blinder.

Though the economists were over-
whelmingly supportive of Mr. Ber-
nanke, they don’t think his tenure
was without mistakes. A slow initial
response to the credit squeeze and
the decision to let Lehman Brothers
fail were cited as the biggest errors.

But, they hope Mr. Bernanke has
learned from his mistakes. “The one
thing you can count on with Ben Ber-
nanke is that he learns,” said Neal
Soss of Credit Suisse. “He is by tem-
perament and experience a scholar.”

Continued from first page

Economists in survey say U.S. recession is now over
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Tumultuous times | Major events in Aung San Suu Kyi’s life

n March 1988: Ms. Suu Kyi 
returns to Myanmar from
England to take care of her sick
mother. Students battle riot
police in Yangon, the largest city
then known as Rangoon, starting
a national uprising for
democracy. At least 3,000 are 
killed by security forces.

n August 1988: The 8888 Popu-
lar Uprising starts. Ms. Suu Kyi 
addresses half a million people at
a mass rally in the capital, calling
for a democratic government.

n September 1988: Army 
commander Gen. Saw Maung
announces a military takeover.
Ms. Suu Kyi emerges as a 
pro-democracy leader, forms the
National League for Democracy
party.

n July 1989: Ms. Suu Kyi is
placed under house arrest in
Rangoon under martial law.

n May 1990: The junta calls

general elections. Ms. Suu Kyi’s 
party wins a landslide victory, 
but the military refuses to hand
over power.

n October 1991: Ms. Suu Kyi is
awarded the Nobel Peace Prize
for her peaceful struggle against 
the regime.

n July 1995: Ms. Suu Kyi is
released from house arrest 
(pictured above).

n December 1995: Ms. Suu Kyi’s 
husband, Dr. Michael Aris, visits
her at Christmas, which turns
out to be the last time that they
meet. Ms. Suu Kyi remains in
Myanmar and the government
denies Mr. Aris any further entry
visas. He dies of cancer in March
1999, on his 53rd birthday.

n September 2000: Ms. Suu
Kyi is placed back under house
arrest.

n May 2002: Razali Ismail,
special U.N. envoy for
Myanmar, helps secure Ms. Suu
Kyi’s release.

n May 2003: A government-
sponsored mob attacks Ms. Suu
Kyi’s caravan in the northern
village of Depayin, murdering and
wounding many of her supporters.

n September 2003: Ms. Suu
Kyi again is placed under house
arrest.

n September 2007: Monks 
lead street protests against 
rising food prices, leading to a 
bloody government crackdown.
Known as the “Saffron Revolu-

tion,” the event also points to
growing frustration among
Burmese over lack of political
and social freedoms.

n May 2009: An uninvited
American man is arrested for
entering Ms. Suu Kyi’s home. She
is charged with violating security

rules and transferred to prison.
The trial starts on May 18.

n July 2009: U.N. Secretary
General Ban Ki-moon (above) 
arrives in Myanmar to seek the
release of Ms. Suu Kyi, but junta
leaders refuse permission for him
to visit her, citing her trial.

n Aug. 11, 2009: A Myanmar 
court finds Ms. Suu Kyi guilty of 
violating house-arrest
conditions and sentences her 
to three years in jail. The military 
chief cuts the sentence to 18 
months house arrest.

Sources: WSJ reporting (timeline); 
Associated Press (photos)

n May 2008: Cyclone Nargis kills 
more than 130,000 people in the 
Irrawaddy River delta (pictured 
below). The government initially 
blocks foreign aid, but later lets it 
in. The government tolerates the 
organization of local non 
governmental groups to help   
survivors, raising hopes of a small 
loosening of political control.

Ben Bernanke

Source: The Wall Street Journal survey 
of economists
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Pro-democracy dissident Aung
San Suu Kyi was sentenced to spend
18 more months under house arrest
after a Myanmar court found her
guilty of violating the terms of her
detention in May.

Tuesday’s verdict means Myan-
mar’s military junta will be able to
keep the 64-year-old Nobel laureate—
who has already spent 14 of the past
20 years as a prisoner—out of sight
until after it wraps up a controver-
sial election planned for next year.

It also complicates decisions for
foreign governments, including the
U.S., that have been trying to encour-
age change in Myanmar for years and
that until recently were weighing op-
tions to soften their approach toward
the country’s harsh military regime.

Condemnation of the verdict

came swiftly, with some foreign lead-
ers and dissidents calling for a new
round of punitive measures, includ-
ing steps by the United Nations Secu-
rity Council to publicly sanction My-
anmar, formerly known as Burma.

U.N. Secretary-General Ban Ki-
moon “strongly deplores” Myanmar’s
action and urged the ruling generals
“to immediately and unconditionally
release” Ms. Suu Kyi, the Associated
Press quoted his office as saying. It
also said he was “deeply disappointed
by the verdict.” The AP said the Secu-
rity Council, at France’s request,
planned to meet Tuesday afternoon.

U.S. Secretary of State Hillary
Clinton, at a news conference in
Congo, said of Ms. Suu Kyi: “She
should not have been tried. She
should not have been convicted. We
continue to call for her release.”

British Prime Minister Gordon
Brown said Myanmar’s leaders are
“determined to act with total disre-
gard” for international law, while the
European Union promised to rein-
force its sanctions against Myanmar.

Human Rights Watch, a New York-

based group, called the verdict “a
reprehensible abuse of power.” The
U.S. Campaign for Burma, a Washing-
ton, D.C., advocacy group, urged a
global arms embargo against Myan-
mar and an investigation into crimes
against humanity in the country.

The verdict “should really make
it clear that it’s game over. … [The
junta leaders] have no intention of
bringing changes about in their
country,” said Jeremy Woodrum, a
spokesman for the group.

A group of 14 Nobel laureates
wrote to the U.N. Security Council,
saying that body must hold Myan-
mar’s leadership “accountable for
its crimes” and investigate “the full
extent of its brutality.”

The Yangon court sentenced Ms.
Suu Kyi to three years in prison for al-
lowing an American well-wisher to
visit her home in May without notify-
ing state authorities. But in a move
apparently intended to appease the
country’s many international critics,
Senior General Than Shwe ordered
the court to cut the sentence in half
and allow her to serve it at home.

Gen. Than Shwe said in a state-
ment that he made the decision to
“maintain peace and tranquility”’
and because Ms. Suu Kyi was the
daughter of Aung San, a national
hero who helped win the country’s
independence from Britain, the As-
sociated Press reported.

Singapore, a fellow member with
Myanmar in the Association of
Southeast Asian Nations, said it was
“disappointed” with the conviction
and sentence, but added, “We are,
however, happy that the Myanmar
government has exercised its sover-
eign prerogative to grant amnesty
for half her sentence and that she
will be placed under house arrest
rather than imprisoned.”

The Yangon court also convicted
John Yettaw, the 53-year-old Missouri
resident who triggered the case after
heswam across a Yangon lake to reach
Ms. Suu Kyi’s residence, uninvited, on
May 4. He later told officials he had
had a dream she might be assassi-
natedand wantedto warn her.Mr.Yet-
taw was declared guilty of breaching
conditions of Ms. Suu Kyi’s house ar-

rest as well as immigration rules. The
court sentenced him to up to seven
years imprisonment, including four
with hard labor, though some analysts
said they believe the government
might soon deport the American.

The regime also convicted two
aides who live with Ms. Suu Kyi, sen-
tencing each for 18 months.

There were no immediate re-
ports of serious unrest in Yangon,
the country’s commercial capital,
which is tightly monitored by mili-
tary authorities. Still, dissatisfac-
tion with the decision was wide-
spread, including among some
elites who ordinarily would be ex-
pected to side with the junta.

Residents said that security mea-
sures had been stepped up across the
city, with police trucks patrolling the
streets, and plainclothes officers be-
lieved to be monitoring Internet cafes
where young dissidents often gather.

The need to bring about some
kind of regime change in Myan-
mar—or at least reach some kind of
diplomatic breakthrough with the
junta—is growing, dissidents say.
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Chechen killings add to fears of instability

FSA eases up on banker-pay curbs
Bonus restrictions
won’t be as onerous;
fear of business flight

Court denies U.S. request to extradite arms dealer

Chechen President Ramzan Kadyrov, at a news conference Tuesday in Grozny,
called the deaths of Zarema Sadulayeva and her husband a ‘terrible crime.’

LEADING THE NEWS

A
ge

nc
e

Fr
an

ce
Pr

es
se

/G
et

ty
Im

ag
es

By Alan Cullison

MOSCOW—The head of a chil-
dren’s charity and her husband were
kidnapped and shot to death in
Chechnya, the latest in a string of
killings that threaten to destabilize
the restive Caucasus region on Rus-
sia’s southern border.

The killings are a blow to the
Kremlin-backed ruler of Chechnya,
Ramzan Kadyrov, who earlier this
year pushed Moscow to end its
10-year lockdown of the republic,
which would pave the way for the
withdrawal of federal troops and
the expansion of his powers in the re-
gion.

Although Mr. Kadyrov has de-
clared large-scale fighting all but fin-
ished, there has been a surge in
deadly attacks in Chechnya and sur-
rounding regions on Russian troops,
officials and, more recently, humani-
tarian workers.

Mr. Kadyrov on Tuesday de-
nounced the most recent killings as
a “terrible crime” and a “challenge
to the government,” and said he
would take personal control of the
investigation. “Someone doesn’t
want stability in the Chechen repub-
lic,” he said. “We will find them and
punish them.”

After helping the Kremlin crush
the rebellion inside Chechnya, Mr.
Kadyrov, 32 years old, has tried
lately to counter allegations of bru-
tality by Chechen forces.

Recently, Mr. Kadyrov has said

his rivals have been arranging kill-
ings inside Chechnya in order to un-
dermine his government, which ear-
lier this year had shown signs of
bringing stability to Chechnya.

The latest killings targeted Save
the Generations, a charity that of-
fered help to children injured during
the wars that have ravaged Chech-
nya over the past 15 years. The bod-
ies of Zarema Sadulayeva and her
husband, Alik Dzhabrailov, were

found Tuesday in the trunk of a car
with multiple bullet wounds, hours
after the two were seized from the
charity’s office in the Chechen capi-
tal, Grozny.

A witness said the two were
forced from the office on Monday by
a group of armed masked men, some
in uniform.

Ms. Sadulayeva’s killing comes a
month after the death of another
leading Chechen rights activist, Na-

talia Estemirova, who was forced
into a car in the center of Grozny;
she was later shot and dumped by a
highway, sparking an international
outcry.

Alexei Malashenko, an expert on
the Caucasus with the Carnegie Cen-
ter, a think tank in Moscow, says he
believes the deaths of Ms. Es-
temirova and the two people kid-
napped Monday were probably ar-
ranged by a rival to Mr. Kadyrov.

“It looks like someone is trying
to set him up,” said Mr. Malashenko.
The workers “were people he did
not like, perhaps, but they were not
in any way threatening.”

It is impossible to say which of
Mr. Kadyrov’s many rivals might be
to blame, Mr. Malashenko said.

While large-scale fighting has
ceased, rebels have lately staged
bolder and more sophisticated at-
tacks in Chechnya and in the neigh-
boring republics of Dagestan and In-
gushetia.

In June, a bomb critically injured
the president of Ingushetia, two
weeks after a sniper killed the top po-
lice official in Dagestan.

Rebels in Dagestan have for
years waged a campaign of targeted
assassination of police officers, and
in recent weeks the fatal attacks
have grown so commonplace that
Moscow newspapers no longer re-
port them. “Dagestan is now a latent
civil war,” Mr. Malashenko said.

By Alistair MacDonald

LONDON—The U.K.’s financial-
services regulator will leave some of
its toughest proposals on bankers’
pay out of a new code of conduct, a
person familiar with the matter
said, amid concern that harsh rules
could harm London’s competitive-
ness as a global financial center.

The new code, to be published
Wednesday by the Financial Services
Authority after months of consulta-
tion, will include legally binding
rules requiring banks to take into ac-
count risk and long-term perform-
ance when determining bonuses, the
person said. But it will stop short of
requiring banks to defer large

chunksof bonusesandtiethem tothe
firms’ future performance—ideas
that the FSA had proposed in March.

The FSA’s decision to drop some
of the more onerous requirements
demonstrates a challenge facing reg-
ulators around the world as they
seek to clamp down on excessive
risk-taking in the wake of the finan-
cial crisis: If they move faster or fur-
ther than their counterparts in
other countries, they risk losing lu-
crative financial-services business.
The FSA watered down its proposals
after it consulted with bankers, who
said the requirements could cause
them to shift business to other finan-
cial centers such as New York, Zur-
ich and Dubai, the person said.

The move comes at a time when
world leaders from U.S. President
Barack Obama to French President
Nicolas Sarkozy are facing pressure
to crack down on bankers’ pay, and
when news of large bonus pools at
banks rescued with taxpayer money

has engendered public indignation.
Banks’ bonus policies have been

blamed for fueling the financial cri-
sis, by encouraging bankers to pur-
suerisky dealsand failingto take into
account the longer-term perform-
ance of the products they sold—such
as the structured-credit products
that were at the heart of the crisis.

Leaders of the Group of 20 devel-
oped and developing nations agreed
at a meeting in London in April that
they would implement common
guidelines on how banks should pay
bonuses. The FSA hopes that regula-
tors in other countries, including the
U.S., will announce tough proposals
of their own, but so far little concrete
action has been taken beyond those
banks in which governments have
taken stakes. The G-20 will meet in
Pittsburgh in September to report
back on how their efforts are going.

The FSA’s code, which will entail
punishment for any breaches, is
likely to prove controversial at a

time when politicians, policy mak-
ers and bankers have been clashing
over curbs on pay. In July, a report
commissioned by the U.K. Treasury
generated protest among bankers
when it recommended that at least
half of their bonuses be deferred for
five years from three.

Aside from dropping the de-
ferred bonuses and future perform-
ance from the code, the FSA left out a
requirement that the discretionary
portion of bonuses not be so large
that a firm would be hesitant to deny
it in a bad year, the person said.

But the code is still likely to be
worded in a way that will allow the
FSA to tighten the rules—for exam-
ple, by mandating banks take into ac-
count “nonfinancial performance
metrics” such as adherence to “effec-
tive” risk management. In letters to
bank chiefs, the FSA has warned that
guaranteed bonuses that run for
more than one year are “inconsistent
with effective risk management.”

By James Marson

Russian President Dmitry
Medvedev launched a stinging at-
tack Tuesday on the pro-Western
policies of his Ukrainian counter-
part, Viktor Yushchenko, urging the
next president to adopt a more Rus-
sia-friendly course.

Mr. Medvedev’s letter to the
Ukrainian president, which was pub-
lished on the Kremlin Web site, was
widely seen in Kiev as an interven-
tion into campaigning for the presi-
dential elections on Jan. 17.

It is a policy that backfired badly
on Moscow during Ukraine’s last
presidential elections in 2004,
when the Kremlin gave overt sup-
port to pro-Russian candidate Vik-
tor Yanukovych, whose initial vic-
tory was overturned after mass pro-
tests—known as the Orange Revolu-
tion—against vote rigging.

Relations since then have deteri-
orated as Mr. Yushchenko has
tacked a pro-Western course, infuri-
ating Moscow with his attempts to
bring Ukraine into NATO and the Eu-
ropean Union, and his open support
for Georgian President Mikheil
Saakashvili during the Russia-Geor-
gia war in South Ossetia last year.

In the letter, Mr. Medvedev
blamed Mr. Yushchenko for the
worsening relations, which have
seen tit-for-tat diplomatic expul-
sions in Moscow and in Kiev in re-
cent weeks. He wrote that Kiev’s
“anti-Russian course” meant he
would postpone sending Russia’s
new ambassador until there are
“real developments in Russian-
Ukrainian relations.”

He also accused the Ukrainian
leader of threatening Europe’s en-
ergy security. Twice in recent years
gas supplies to Europe have been dis-
rupted by spats between the two
countries, leading to accusations
that Moscow uses gas as a political
weapon.

Mr. Medvedev called on the new
leader to tighten relations between
two countries that are “not just
neighbors, but brotherly nations.”

He wrote that “in Russia we hope
that the new political leadership of
Ukraine will be prepared to build re-
lations between our countries that
will in practice correspond to the
genuine hopes of our nations, and
the interests of European security.”

Mr. Yushchenko gave no re-
sponse to the letter, although the act-
ing foreign minister said he was “dis-
appointed” at the decision to delay
the arrival of Russia’s ambassador.

Analysts said Mr. Medvedev’s in-
tervention was a strong signal to
Ukrainian politicians and society
that recalled attempts to sway vot-
ers in 2004.

Moscow maintains widespread in-
fluence in its neighbor, where 17% of
the population is ethnic Russian and
a sizable minority considers Russian
its first language.

Mr. Yushchenko has tried to fan
Ukrainian national consciousness in
his term as president with such en-
deavors as promoting Ukrainian lan-
guage and history in school curricu-
lum. But Mr. Yushchenko’s public
popularity has plummeted to low
single figures as Ukrainians have
blamed him for failuring to push
through promised reforms and
tackle endemic corruption.

The election is likely to come
down to a second-round runoff be-
tween Mr. Yanukovych and either
Prime Minister Yulia Tymoshenko
or up-and-coming former parliamen-
tary speaker Arseniy Yatsenyuk.

Medvedev assails
pro-West policies
of Ukraine leader

ASSOCIATED PRESS

BANGKOK—A Thai court Tuesday
rejected a U.S. request to extradite an
alleged Russian arms smuggler, deal-
ing a setback to American efforts to
try him on charges of plotting to sup-
ply weapons to Colombian rebels.

Viktor Bout, 42 years old, was ar-
rested in March 2008 at a luxury ho-
tel in Bangkok as part of an elaborate
sting in which U.S. agents posed as
arms buyers for the Revolutionary
Armed Forces of Colombia, or FARC,
which Washington classifies as a ter-
rorist organization. He is being held
in a Bangkok prison, but he could be
set free if an appeal isn’t filed.

“We will not extradite him to the

United States,” said Judge Chitta-
korn Pattanasiri, of the Bangkok
Criminal Court.

Judge Chittakorn said the court
rejected the extradition request be-
cause Mr. Bout hadn’t been accused
of committing any crimes against
Thailand, which hasn’t listed FARC
as a terrorist group.

The FARC, Latin America’s last
major rebel army, has been trying to
overthrow successive Colombian
governments for a half century. It has
been put on the defensive in recent
years by Colombia’s U.S.-backed mili-
tary and has lost support amid re-
ports that it is funded by drug traf-
fickers and as it continues to hold

dozens of hostages in the jungle.
Mr. Bout, dressed in an orange

prison uniform, jumped up from his
seat and hugged his crying wife as
the ruling was read out. He then
flashed a victory sign to TV cameras
as he was led out of the courtroom.

The judge said Thai prosecutors
have 72 hours to indicate whether
they will appeal the ruling, and, if
not, Mr. Bout will be set free.

If an appeal is filed, Mr. Bout will
be held pending further proceedings.

U.S. Embassy deputy chief of mis-
sion James F. Entwistle said Thai
prosecutors have said they will ap-
peal the case and that Washington
supports that.

Mr. Bout has been linked to some
of the world’s most notorious con-
flicts, allegedly supplying arms to
former Liberian dictator Charles Tay-
lor and Libyan leader Moammar
Gadhafi. He has repeatedly denied
the accusations.

The U.S. is seeking Mr. Bout’s ex-
tradition on charges he conspired to
sell millions of dollars worth of weap-
ons to FARC, including more than
700 surface-to-air missiles, thou-
sands of guns, high-tech helicopters
and airplanes outfitted with grenade
launchers and missiles. He has been
indicted on four terrorism-related
charges in New York and could face
life in prison.
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Why children’s hearts get adult treatments
Few drugs or devices
for cardiovascular ills
are designed for tots

ASSOCIATED PRESS

LONDON—Two
well-dressed thieves
walked into a London
Bond Street jewelry
store last week and,
after brandishing
handguns at shop
workers, made off
with $65.9 million in
gems in one of Brit-
ain’s biggest jewelry
heists, police said
Tuesday.

Security-camera
footage released by
Scotland Yard shows
two men in crisp
suits entering Graff
Diamonds’ flagship
store on Thursday afternoon.

The men stole dozens of high-
end rings, bracelets, necklaces and

watches valued at
£40 million, or $65.9
million, and fired two
gunshots into the
ground before escap-
ing using a series of
getaway cars, police
said. No one was hurt.

British media, in-
cluding the BBC and
several London news-
papers, called it the
biggest jewel heist in
British history, after
a 2003 heist that cost
the same store £23
million.

Police could only
conf irm it was
among the biggest.

Graff Diamonds declined to give
details beyond the police state-
ment.

London robbers steal jewels
worth more than $65 million

Facebook buys start-up FriendFeed
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By Ron Winslow

Matthew Emmerling was just
three days old and barely home from
the hospital when his mother no-
ticed his feet were unusually cold to
thetouch. Hourslater,doctors deter-
mined that he was born with a criti-
cally narrowed aortic valve that pre-
vented his heart from getting an ade-
quate supply of blood to the rest of
his body. He was in shock, and with-
out quick intervention, his life was in
danger.

To avoid risky open-heart sur-
gery on the infant, doctors figured
they could thread a tiny balloon into
his heart and inflate it to stretch
open the obstructed valve. The prob-
lem was that a balloon designed and
approved to treat heart defects in pa-
tients as tiny as Matthew didn’t ex-
ist. Instead, Robert Beekman, a pedi-
atric cardiologist at Cincinnati Chil-
dren’s Hospital Medical Center,
chose an angioplasty balloon that
normally serves a different func-
tion: opening up clogged kidney ar-
teries in adults.

The adult kidney balloon “is the
right size for a newborn’s aortic
valve, so we use it,” Dr. Beekman
says. But, he adds, using a device in
small children that wasn’t designed
for that purpose puts them at height-
ened risk for procedural complica-
tions and medical errors.

Matthew’s situation highlights
an enduring reality for children born
with life-threatening heart defects:
Hardly any of the myriad drugs and
devices developed for the multibil-
lion-dollar market for cardiovascu-
lar disease are designed with kids in
mind. Children with heart disease
represent too small a segment of
that market to justify companies’ in-
vesting the time and resources
needed to develop specialized prod-
ucts. Litigation worries over prod-
ucts intended for children—and the
challenge of conducting clinical tri-
als for treatments often adminis-
tered to newborns—are other imped-
iments.

It all adds up to what Jim Lock,
chiefof cardiology at Children’s Hos-

pital Boston, calls a “profitability
gap” between the market for chil-
dren and the much-larger business
of treating adults with heart disease.

The result is that in treating
some of medicine’s sickest patients,
physicians often must rely on in-
stinct, back-of-the-envelope calcula-
tions and anecdotal case reports
swapped at medical meetings, in-
stead of the more rigorous clinical
evidence that underpins much adult
heart treatment.

In a study presented last March
at a meeting of the American Col-
lege of Cardiology, Dr. Beekman and
his colleagues found that 63% of 473
patients treated at Cincinnati Chil-
dren’s Hospital between 2005 and
2008 got devices that hadn’t re-
ceived regulatory approval for the
purposes for which doctors used
them. Doctors at Children’s Hospital
Boston say that of some 1,000 tubu-
lar devices—known as stents—that
doctors put in vessels in children’s
hearts in recent years, not a single
case involved a use that had been ap-
proved or evaluated by the U.S. Food
and Drug Administration.

Some recent efforts aim to
change that. An FDA advisory panel
recently recommended approval of
a heart valve that could be used in
children. Various clinical trials,
sponsored by the National Insti-
tutes of Health and other groups,
aim to compare different surgical ap-
proaches and different drug regi-
mens in children with congenital
heart defects. And the American Col-
lege of Cardiology next month plans
to launch a registry that will allow
doctors to compare the outcomes of
catheter-based procedures done on
children at centers around the U.S.

“We adopt things known to work
in adult patients in pediatrics be-
cause we’re sort of desperate,” says
Gail Pearson, a pediatric cardiolo-
gist and medical officer for the Pedi-
atric Heart Network, a clinical-trial
cooperative of children’s medical
centers sponsored by the NIH’s Na-
tional Heart, Lung and Blood Insti-
tute in Bethesda, Md. “We are trying
to move more toward a paradigm
where the norm would be if you’re a
child with complex clinical heart dis-
ease, your care would be guided by a
research protocol” based on studies
of children, she says.

About one in 100 children is born
with a heart defect, which in the U.S.

translates to between 35,000 and
40,000 births annually. Some of the
malformations heal on their own,
but in thousands of cases, either
open-heart surgery or less-invasive
catheterization procedures are re-
quired to repair the problem and of-
ten to save the child’s life.

While heart surgeons and cardiol-
ogists who perform catheter-based
procedures have proven remarkably
adept at adapting adult devices for

use in children, their patients are
nonetheless at heightened risk of
complications. Devices that don’t fit
properly in a blood vessel can be-
come dislodged and “float away” to
a vessel in the lungs, requiring an ad-
ditional procedure to remove them.

Most stents used to prop open
blood vessels in infants and small
children are designed to be im-
planted in the bile ducts of adult liv-
ers. “They work pretty well, other-
wise we wouldn’t do it,” Dr. Beek-
man says. “But they’re not designed
for blood vessels at all.” He recently
implanted three stents in vessels in
an infant’s heart, and a few days
later, they filled with blood clots — a
life-threatening crisis that was re-
solved with blood thinners, he says.

Drugs also pose a dilemma. Chil-
dren younger than 7 or 8 typically
need medication in liquid, not pill,
form. But many common heart
drugs, such as beta blockers and
ACE-inhibitors, aren’t readily avail-
able as liquids and have to be spe-
cially prepared.

Devising medication regimens

for children also can be difficult.
Doses are often based on a child’s
weight and are typically calculated
from standard doses given to adults,
a strategy whose safety and efficacy
don’t have substantial backing in sci-
entific studies. Pediatric cardiolo-
gists have to deal with patients rang-
ing from “a 400-gram infant born
prematurely all the way to a
400[-pound] extremely obese ado-
lescent,” says Marlene Miller, a doc-

tor at Johns Hopkins Children’s Cen-
ter in Baltimore, who led a recently
published study of heart-drug medi-
cal errors in children. “That’s enor-
mous variation. Adults don’t vary
that much in size.”

Among the few devices approved
for pediatric heart patients is a plug
forsuch small hole-in-the-heart mal-
formations as septal defects. Now a
heart valve, being developed by
Medtronic Inc. for both children and
adults with congenital heart defects,
is poised for regulatory approval in
the U.S. An FDA advisory panel last
month unanimously recommended
its approval based on data from 99
patients, including several children
between 7 and 12 years old. The de-
vice, implanted via a catheter and a
balloon instead of open-heart sur-
gery, is designed to replace the pul-
monary valve, the gateway for blood
to get to the lungs for oxygen. Differ-
ent balloon sizes enable doctors to
use it in children and adults.

The FDA panel voiced concern
about the tendency of the device to
fracture in a small number of cases

and put restrictions on its recom-
mendation. But the panel said it was
impressed by the likelihood the de-
vice would enable many people to de-
lay or avoid repeated open-heart sur-
geries. The device isn’t perfect and
not designed for very young chil-
dren, says Dr. Lock of Children’s Hos-
pital Boston. Still, he says, assuming
the FDA approves the valve, “it’s go-
ing to change the field and improve
the lives of children and young
adults with heart disease.” Dr. Lock
says he has no financial relationship
with Medtronic.

Recent studies also are focusing
on treating young heart patients. At
the NIH, officials are preparing to re-
port the results of two major clini-
cal trials comparing treatments for
children born with just one ventri-
cle, or pumping chamber, instead of
two. .

By inserting the kidney balloon
into Matthew’s heart, Dr. Beekman
tore open the tiny leaflets in the aor-
tic valve that were fused together
and blocked blood flow from the
heart to the rest of the body. Even
when this procedure is successful,
the valve typically leaks, causing
blood to flow backward into the
pumping chamber. But Dr. Beekman
says he was disappointed to find
more leaking in Matthew’s heart
than he had expected. “How can any-
body expect perfect results from de-
vices that were never designed and
developed for these uses?” he asks.

Dr. Beekman says he told Mat-
thew’s parents after the procedure
that the infant would likely need an-
other treatment soon, perhaps even
open-heart surgery, to address the
problem. But a checkup after sev-
eral months revealed that the leak
had stabilized and now, three and a
half years later, Matthew—whose
story was reported in the local Cin-
cinnati press—is a healthy, active
child whose heart is working effec-
tively.

Matthew isn’t out of the woods
yet. He’ll eventually need surgery to
replace the defective valve—even
an approved pediatric balloon
wouldn’t have spared him from that.
But the kidney balloon “allowed him
to skip several early childhood sur-
geries,” says Dr. Beekman. He is hop-
ing that since there are no replace-
ment valves available designed for
young children, Matthew can avoid
surgery until he grows.

Joe Emmerling with son Matthew, 3 years old, who was born with a heart defect
and is now healthy and active.

An image from CCTV of two
men the police want to
speak to about the robbery.
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By Jessica E. Vascellaro

Facebook Inc. said it has ac-
quired FriendFeed, a start-up that al-
lows users to share links and status
updates online, folding in a potential
rival that struggled to take off.

Facebook paid nearly $50 mil-
lion for the company, in a combina-
tion cash and stock offer, according
to people familiar with the matter.
The company paid roughly $15 mil-
lion in cash, with the rest in Face-
book stock that vests over several
years and would be valued at
roughly $32.5 million based on the
$6.5 billion common valuation an in-
vestor recently placed on the com-
pany. A Facebook spokesman de-
clined to comment.

FriendFeed was founded in 2007
by four former Google Inc. software
engineers as a way for users to keep
track of their friends’ activities across
social-media services—like Facebook

and Twitter—at the same time. But it
never expanded far beyond a core
group of Internet professionals, par-
ticularly as other services like Face-
book made it easier for users to share
their articles, photos and notes across
multiple social-media services.

In an interview, FriendFeed co-
founder Bret Taylor said that both
companies have been casually talk-
ing about joining forces for a while,
but that talks really accelerated “in
the past week.”

All 12 FriendFeed employees and
the founders, will join the com-
pany—a boost to Facebook’s cadre
of engineering talent. Mr. Taylor
said the team is likely to work on the
technology that allows Web develop-
ers to integrate features of Face-
book onto their own sites. Facebook
has been pushing those tools to
make it easier for users to keep in
touch with their friends when they
aren’t on Facebook. But the efforts
are still in an early phase.

Mr. Taylor, who also declined to
comment on the terms of the deal,
said Facebook will continue to oper-
ate FriendFeed.com as a standalone
site for now but aims to eventually
integrate the products.

In the past year, Facebook has
matched a number of features from
FriendFeed, whose technology—in-
cluding the speed at which it up-
dates—have received strong re-
views from industry professionals.
But after swift growth, FriendFeed’s
traffic has seesawed. It had 989,000
unique users in June, according to
comScore, compared to Facebook’s
340 million. Facebook last year
failed to acquire Twitter—a microb-
logging service which, like Friend-
Feed, enables users to share links
and content online.

Monday, Facebook also launched
a feature that lets users search the
stream of items their friends share
or other users make public for terms
like celebrities or news events.
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The Property Report

Fishermen in the southern Indian city of Chennai didn’t venture out to sea
Tuesday morning after an earthquake triggered fears of a tsunami.

Quakes spur Asian nations to step up emergency plans

Rescuers struggle as typhoon’s toll climbs
Taiwan’s military
ferries out residents
of stricken village

Standing taller
European stocks have rallied
this year, but some wonder,
will it last? > Page 28

Southern Taiwan was coping Tuesday with significant damage in the aftermath of heavy rains from Typhoon Morakot.

By Tom Wright

JAKARTA, Indonesia—Two ma-
jor earthquakes in Asia on Tuesday
refocused attention on the region’s
incomplete efforts to improve
emergency planning since a Decem-
ber 2004 tsunami killed more than
200,000 people.

Neither of the latest earth-
quakes—a 6.5-magnitude temblor
off the southeast coast of Japan,
and another near India’s Andaman
Islands in the Indian Ocean that
measured 7.6—triggered a tsu-
nami.

But fears of possible massive
waves caused some places in South-
east Asia that were hard hit by the
2004 tsunami to evacuate citizens.
In Ban Nam Khem, a village on Thai-
land’s west coast, 400 people were
moved to an upper story of a local
school for safety after village lead-

ers received cellphone text mes-
sages overnight from Thailand’s
National Disaster Warning Center
about a potential tsunami.

Thai authorities also used 76
towers erected in six provinces
along the Indian Ocean to broad-
cast warning messages.

Warning more-remote villages,
such as those in parts of Indonesia
or Myanmar, remains a challenge.
Authorities in Thailand, Indonesia,
Sri Lanka and India—the four coun-
tries hardest hit in 2004—are work-
ing to build capacity to spot tsuna-
mis early, which they say is neces-
sary to give them more time to
evacuate people.

Currently, the region relies on
the U.S. Pacific Tsunami Warning
Center in Hawaii, which since 2004
has monitored seismic activity in
the Indian Ocean and sent alerts to
almost 30 countries in the region
when a tsunami looks imminent.

The United Nations’ Intergov-
ernmental Oceanographic Commis-
sion is working to create an Indian
Ocean Tsunami Warning Center
that could issue more timely and
specific alerts for the region.

Indonesia, India, Malaysia and
Thailand have shown interest in
hosting such a center and have in-
vested in seismic and oceano-
graphic monitoring systems. In Oc-
tober, the nations will hold the re-
gion’s first real-time tsunami drill
to test systems put in place to
share information quickly.

These countries also recently
placed $250,000 buoys out at sea
that pick up changes in water pres-
sure from sensors on the ocean

floor. The buoys, similar to ones de-
veloped by the U.S. and deployed
for years in the Pacific Ocean, trans-
mit data by satellite about the
likely size of a tsunami to authori-
ties on land.

In 2004, the epicenter of the
9.2-magnitude earthquake—on a
massive tectonic fault line that lies
not far offshore from Indonesia’s
Sumatra and Java islands—was
identified quickly by seismologists
but the data didn’t predict the
force or direction of the tsunami.

In Indonesia, which bore the
brunt of that disaster with at least
120,000 deaths, a recently
launched system partially funded
by the German government plans
to anchor 10 buoys with global-po-
sitioning-system devices that can
measure how fast a tsunami is mov-
ing toward shore. German scien-
tists are helping to train staff and
fine-tune the system before hand-
ing it over to the Indonesians in
2010. The goal is for scientists at a
new tsunami early-warning center
in Jakarta, the capital, to be able to
issue alerts within five minutes of
receiving information from the
buoys and other seismic data.

“It’s a big change since 2004.
There’s substantial investment in
looking at the source of the tsu-
nami,” says Sanny Ramos Jegillos,
an expert with the United Nations
Development Program who is coor-
dinating a program to help tsu-
nami-affected countries build
their disaster-management capac-
ity.

Challenges remain, especially
in making sure better warning sys-

tems lead to quick action once a tsu-
nami is detected. Indonesia’s gov-
ernment was criticized in 2006
when a 7.7-magnitude earthquake
off the southern coast of Java
caused a tsunami. Despite alerts,
authorities didn’t evacuate inhabit-
ants until too late and almost 700
people died.

Since then, Indonesia has in-
vested in better local monitoring
of earthquakes and has put in place
systems to relay tsunami warnings
through mobile phones, radio and
television.

Yet the Indonesian Institute of
Sciences, a state research body, es-
timates that only four of 139 local

governments in the country have
adequate emergency blueprints on
how to evacuate citizens during a
tsunami.

Another problem is fishermen
tying their boats to the monitoring
buoys or stealing solar panels
needed to keep them operating, re-
ducing their effectiveness.

Of the handful of monitoring
buoys that Indonesia has pur-
chased, none are currently opera-
tional, according to Danny Hilman
Natawidjaja, an expert in earth-
quakes at the Indonesian Institute
of Sciences.

 —Wilawan Watcharasakwet
contributed to this article.

By Ting-I Tsai

TAIPEI—Taiwan’s military strug-
gled to rescue residents of a remote
mountain village where 100 people
or more were feared buried beneath
mud and rubble following a typhoon
that has killed at least 80 people in
Taiwan, the Philippines and the Chi-
nese mainland.

Taiwan’s military has been ferry-
ing out residents by helicopter, res-
cuing nearly 400 people in over 100
trips to the area around the land-
slide, near the southern town of Jiah-
sian.

Dozens of soldiers were brought
in by helicopter to help the rescue ef-
fort in the village of Shiao Lin, after
storm damage cut off access by road
to the region.

A helicopter on a relief mission
in nearby Pingtung County crashed
into a mountain Tuesday, according
to the Associated Press. It was un-
clear if the crew of three survived.

Taiwan’s National Fire Agency
said about 100 people may have bur-
ied by the landslide in Shiao Lin. Ini-
tial estimates by officials had sug-
gested as many as 600 people were
buried. The fire agency didn’t dis-
close further details about its own
tally.

Wang Chen-shu, principal of
Shiao Lin Elementary School, the
only school in the village, said 60 of
the school’s some 70 students are
missing.

“We are still hoping to see some
survivors, but it is difficult to be opti-
mistic,” said Mr. Wang, who had left
the area and was reached by phone.

Taiwanese authorities said 50
people were confirmed dead from
Typhoon Morakot and 58 people
were listed as missing, not including
the residents missing in Shiao Lin.

Morakot has killed at least 80
people so far in a five-day sweep
through the South China Sea, mak-
ing it one of Asia’s most devastating

storms this year. Officials in the Phil-
ippines, where the typhoon struck
Friday, said at least 22 people had
died.

In China, where the storm’s ap-
proach prompted the evacuation of
1.6 million people, eight people were
killed, according to the state-con-
trolled Xinhua news agency. Two
died after a landslide destroyed a
residential building in Zhejiang
province, it said.

Morakot dumped roughly two

meters of water on Taiwan over the
weekend, according to the AP. Some
200 houses of Shiao Lin were buried
by the mudslide, survivors said. The
local government population regis-
try lists Shiao Lin as having 1,313 in-
habitants, though locals suggested
many live elsewhere.

The deluge washed away roads
and bridges leading to Shiao Lin,
while the unstable ground made it
difficult for rescue helicopters to
land in the area. By late Tuesday af-

ternoon, 150 villagers were found to
be alive and still waiting to be res-
cued, the government’s rescue team
said.

Shiao Lin is located between two
famous Taiwan mountains, Jade
Mountain and Ali Mountain. Villag-
ers in the area depend on cultivation
of bananas, coconuts, and bamboo
sprouts.

A back road winding toward Ali
Mountain was also believed to be
cut off. Helicopters conducted 113
missions to the devastated area and
ferried 394 survivors over the past
two days, said officials in Kaohsiung
county, where Shiao Lin is based.

In Cishan township in Kaohsi-
ung, helicopters were taking off ev-
ery hour as part of the relief effort.

The mudslide hit the village
early Sunday morning, said Yao Mao-
hsiung, a 53-year-old resident. Mr.
Yao was staying at his parents
house; his own home was washed
away within five minutes, he said.
He and his family managed to es-
cape Sunday with the guidance of
two dogs, and were ferried out by he-
licopter on Monday afternoon.

Some villagers, who were out-
side the village when the landslide
hit, after waiting anxiously for 48
hours, decided to try to rescue their
families by themselves Tuesday.

A military officer who gave his
surname Chen, was preparing to
walk 10 kilometers to reach the vil-
lage Tuesday afternoon. Mr. Chen’s
parents, wife, and son had been
stuck in the village for 48 hours, he
said. He said he spoke to his wife
Sunday and believed his family was
safe. “It is too difficult for the gov-
ernment to rescue everyone,” Mr.
Chen said.
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Entrepreneurs wade into the ‘dead zone’
Ambitious bid to turn
algae into biofuel
taps Mother Nature

By Russell Gold

Every spring, fertilizer runoff
from the U.S. Mississippi River
floods into the Gulf of Mexico, caus-
ing a massive algae bloom that leads
to a giant oxygen-deprived “dead
zone” where fish can’t survive.

Now, this annual problem is get-
ting new attention, not from marine
scientists but from entrepreneurs
looking for a new domestic source
of fuel. And one start-up sees fish
themselves being part of the pro-
cess.

The algae blooms are spawned
each year as the farmland runoff
from as far away as Montana flows
into rivers, eventually reaching the
Mississippi and flowing into Louisi-
ana bayous and out into the Gulf of
Mexico. These nutrients are a buffet
for the floating algae, or phytoplank-
ton, which are simple sea organisms
that eat and reproduce quickly. This
algae bloom eventually sinks and
feeds an array for bacteria, which
suck up so much oxygen that fish
and plants either move away or per-
ish.

These so-called hypoxic areas ex-
ist around the world, and there were
as many as 200 in North America in
the spring, says Robert J. Diaz, a pro-
fessor of marine science at the Col-
lege of William & Mary in Virginia.
The Gulf of Mexico dead zone is the
second largest in the world, after
one in the Baltic Sea.

Scientists have been studying
dead zones for decades, and the con-
cern about their effect on ocean life
has grown. The Louisiana seafood in-
dustry worries that dead zones
threaten the ecosystems that sup-
port the state’s $1 billion shrimp in-
dustry as well as other fisheries. Envi-
ronmental groups are concerned
that the runoff from agricultural fer-
tilizer is threatening a natural ecosys-
tem and pushing it toward collapse.

Turning algae into a bio-based
oil to run in conventional refineries
alongside crude has been a long-
held dream of biofuels entrepre-
neurs. Exxon Mobil Corp. last
month announced a partnership
with Synthetic Genomics Inc., a pri-
vately held biotech firm owned by
genomics scientist J. Craig Venter,
to spend as much as $600 million
working on developing algae biofu-
els. Greener Dawn Research esti-
mates that privately held start-ups
Sapphire Energy and Solazyme Inc.
have raised more than $75 million
for their own algae-to-fuel effort.

Thus far, both of those projects
plan to raise their algae stocks in
controlled facilities onshore.

LiveFuels Inc., a Silicon Valley
start-up, has a different idea. Rather
than growing algae in onshore facili-
ties, where the cost of circulating
the water can be high, LiveFuels
wants to use the algae in the dead
zones. But instead of harvesting it di-
rectly, it wants to go a step up the
food chain, using algae to feed fish
that could be processed for oil.

“It is too expensive for humans
to grow algae, harvest it and get the
water out and then convert it into a
petroleum-like substitute,” said
LiveFuels Chief Executive Lissa Mor-
genthaler-Jones. It is easier and
cheaper to harvest algae’s oil the
way Mother Nature does it—“which
is to use fish,” she said.

The fish would gobble up the al-
gae and then be harvested, cooked
and pressed to extract fish oil—a
method already used to produce
omega-3 fatty acid dietary supple-
ments.

LiveFuels, of San Carlos, Calif., is
testing out carp, tilapia and mem-
bers of the sardine family at a fish
farm in Rio Hondo, Texas, near the
Mexican border. “We want the
couch potato of fish, the kind that
just eat and eat,” Ms. Morgenthaler-
Jones says.

Once it figures out a good fish
mix, LiveFuels wants to release
them in Louisiana bays—more than
11,340 kilograms of fish per acre—to
feast on the algae blooms. “This is
the sea equivalent of traveling
goats: you have algae, we’ll bring
the fish,” she says, referring to com-
panies that rent out goats to eat up

grasses on California hillsides to re-
duce the danger from wildfires.

The company envisions building
caged fish farms in parts of the algae
blooms in Louisiana bayous and off-
shore in the Gulf of Mexico. The al-
gae would provide a free source of
food to raise the fish, and natural
tidal flows would churn the algae to
keep fresh nutrient-rich water flow-
ing through.

The idea isn’t meeting universal
praise. “Our preference is not to wait
until the Gulf of Mexico is a giant
dead zone and then have someone
go out and collect the algae,” says Ed
Hopkins, director of the environmen-
tal-quality program at the Sierra
Club. He favors reducing fertilizer
runoff upstream to cut off the nutri-
ents that feed the algae blooms.

LiveFuels also faces a more prac-
tical concern. Algae blooms are sea-

sonal and move around from year to
year, so Livefuels might have to de-
sign mobile fish farms to capture
the moveable feasts. The National
Oceanic and Atmospheric Adminis-
tration said last week that the dead

zone this summer was the fourth
smallest in the 25 years they have
been measured, though it was still
about 4,800 square kilometers.

Nancy Rabalais, executive direc-
tor of the Louisiana Universities Ma-

rine Consortium, is doubtful of the
plan. “There are several groups look-
ing at phytoplankton as a biomass.
But my sense is there is not enough
on a continual basis to make it eco-
nomically feasible,” she said.

In addition to LiveFuels, she
says, academics from Illinois and
New Zealand and a biodiesel maker
from Alabama have contacted her
about harvesting the algae that
bloom in the Gulf of Mexico. A Clem-
son University professor is looking
into turning algae-fed brine shrimp
into oil.

David T. Kingsbury, chairman of
LiveFuels’ scientific advisory board
and a former assistant director of the
National Science Foundation, said he
was skeptical at first, too, “but I’ve
come around. It hasn’t really been
fully tested yet, but it seems like a rea-
sonable idea,” he said.

MARKETPLACE

A start-up wants to
use algae to feed fish
that could be
processed for oil.
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By Sharon Terlep

DETROIT—General Motors Co.
said its new Chevrolet Volt car is ex-
pected to get 230 miles per gallon in
city driving as the auto maker out-
lined a raft of product introductions.

The Volt is at the forefront of GM’s
efforts to reinvigorate a lineup that
has lost market share in the U.S. It
plans to introduce 25 vehicles by 2011.

At 230 mpg, the Volt would
dwarf the fuel economy of any mass-
market vehicle on the market today,
including Toyota Motor Corp.’s
Prius hybrid. It also could deliver a
big boost to GM efforts to cultivate a
green image, a key element of the
company’s restructuring efforts.

The Volt is set for U.S. launch late
next year as a 2011 model, and the
mileage expectation reflects new
guidelines for electric and plug-in
hybrid cars being finalized by the
U.S. Environmental Protection
Agency. The EPA said it hasn’t
tested the Volt.

The Volt is powered by a lithium-
ion battery with a range of about 40
miles that can be recharged through
a traditional power outlet. For
longer drives, a small gasoline en-
gine takes over, powering a genera-

tor that creates electricity to run the
car’s motors. Its expected total
range is 300 miles on one tank of gas.

Frederick “Fritz” Henderson,
GM’s chief executive, said at a media
event he is confident the Volt’s ex-
pected combined city and highway
mileage—the figure commonly used
to gauge efficiency— will be in the
triple digits.

“Having a car that gets triple-
digit fuel economy can and will be a
game-changer for us,” he said.

GM’s mileage pledge for the Volt
promises to start a battle among
auto makers as they rush to deliver
electric cars, a segment that some
executives believe could account for
10% of sales within four years.

Nissan Motor Co. plans to launch
the LEAF, a plug-in hatchback. On
Tuesday it responded to the Volt

news with a reminder that the LEAF
would get a 367 mpg rating under the
EPA guidelines. But unlike the Volt,
the all-electric LEAF needs to be re-
charged after its battery runs out.

Mr. Henderson acknowledged
the Volt’s high price, expected at
around $40,000, and lack of avail-
able public recharging stations are
potential challenges. Volt buyers
would be eligible for a $7,500 U.S.
tax credit. Charging the batteries
should cost about 88 cents on aver-
age, GM said.

The Volt will be unprofitable for
GM at launch because of the high
costs of its development and the bat-
teries. GM is counting on mass sales
and economies of scale to make the
vehicle profitable eventually.

The new GM board has said it
wants management to accelerate
product launches. Coming models in-
clude high-end compact cars for
Buick and Cadillac, a convertible ver-
sion of the Chevrolet Camaro and a re-
vamped Chevrolet Aveo subcompact.

Mr. Henderson said GM remains
on track to have positive net cash
flow next year and post a net profit
by 2011. He also said it intends to in-
crease production as the “cash for
clunkers” rebates boost demand.

Volt car to get 230 mpg, GM says

Seattle frets as Boeing explores sites
Company’s search for a new plant for the Dreamliner poses a threat to machinists union, Washington state

The Volt, which will
cost about $40,000,
will be unprofitable
for GM at launch.

CORPORATE NEWS

Boeing workers probe a 787 Dreamliner’s front landing gear, left, and paint the company’s colors on a jet, right, in late April in Everett, Wash. The company delayed the first test flight of the plane in late June.

By Peter Sanders

SEATTLE—The 787 Dreamliner,
Boeing Co.’s marquee project, is
about two years behind schedule,
but another big worry has emerged:
Is the company expanding in the
South, where unions are weaker, in-
stead of here?

Boeing, the area’s largest em-
ployer, has said in recent weeks that it
would likely choose a site for a second
787 assembly line, possibly in South
Carolina, by the end of the year. The
current assembly line is in Everett,
Wash., 30 minutes north of Seattle.

The prospect of a second site out-
side the state of Washington has
spread anxiety throughout the state’s
aerospace industry. Boeing’s largest
union is galvanizing against the plan.

“Obviously, it would be a blow to

the region if they go elsewhere,” said
Connie Kelliher, spokeswoman for
the International Association of Ma-
chinists and Aerospace Workers local
union, which represents about 25,000
Boeing machinists in Washington.

Boeing’s decadelong reliance on
Seattle as its major manufacturing
hub for commercial aircraft has al-
lowed the union to retain its muscle,
even as unions in sectors from steel to
textiles have seen their power wane
amid low-cost competition from Asia.

But the myriad problems associ-
ated with Boeing’s 787, considered
the most sophisticated commercial
plane ever designed, have suddenly
handed the company an opportu-
nity to cut some ties with the union.

Designissuesanddifficultiesinco-
ordinating the 787’s hundreds of sup-
pliers have created massive delays for

thenewplane.Lastfall,themachinists
union—partly because it was upset
Boeing had farmed out significant
parts of the 787 construction to con-
tractors—stagedadebilitating57-day
strikeatfactoriesaroundSeattle.That
settheprojectbackevenfurther.Itwas
theunion’s fourth strikein 20 years.

Boeing is considering a second as-
semblysite for the 787 inpart because
itmustrampupproductiontomakeup
for the repeated delays. Some South-
ern states, where Boeing is said to be
looking, don’t require employees to
joina union if oneexists at a company.

Recently, Boeing’s head of the 787
program, Scott Fancher, was in
North Charleston, S.C., where Boeing
recently acquired a factory from one
of its Dreamliner suppliers, Vought
Aircraft Industries Inc. Boeing could
choose to build the second Dream-

liner assembly site at that location.
Mr. Fancher told a local newspa-

per that Boeing was looking at sites in
both Washington and South Carolina
to house a new final assembly plant
for its 787. Industry observers say the
company is also looking at sites in
Texas and elsewhere in the South. A
Boeing spokeswoman said she
couldn’t confirm or deny that the ad-
ditional sites were being considered.

Since 1916, when William Boeing
launched his first seaplane in Seat-
tle’s Lake Union, the region has been
the backbone of the nation’s com-
mercial airplane industry. Today,
Boeing employs 74,000 people in
Washington and is a major eco-
nomic driver in the region.

But Boeing has been gradually
creeping away from its Seattle
roots. Its defense business is based

near St. Louis, and in 2001 the com-
pany moved its headquarters to an
office building in Chicago, in part to
reshape its image away from prima-
rily a commercial airplane company.

“We were once a Puget Sound-
based company with customers all
over the world,” Fred Kiga, Boeing’s
vice president of state and local gov-
ernment relations, said last week at
the aerospace conference. “Boeing
today is a global company compet-
ing in a global marketplace.”

But he said there is “an opportu-
nity for conversation” with the ma-
chinists union. He added: “Let’s not be
lulled into thinking the future of our
state’s aerospace industry is simply a
question of labor and management.”
He said Washington state, too, must
keep itself competitive as other states
try to lure Boeing’s business away.

Associated Press (2)
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Share rally leaves little room for more gains
Europe property firms
rise sharply on hope
of economic rebound

By William Boston

SPECIAL TO THE WSJ
European property stocks, sup-

ported by rising investor confi-
dence in the economy, have turned
in a strong performance this year.

But now investors and analysts
are wondering if the rally has run its
course, or whether a continued
stream of positive economic news
will support further gains.

“The economic news has gotten
progressively better over the past
few months,” says Paul Curbo, a
portfolio manager with AIM Global
Real Estate Fund and Invesco Real
Estate. “But for this [rally] to con-
tinue to get strong we need to see
stronger news on the economic
front in 2010 coming out of Europe.”

Total returns of the FTSE
EPRA/NAREIT Europe index, the
main index tracking property com-
panies listed in Europe, are 26%
since the beginning of the year and
more than 28% in the past month.
Property stocks have outperformed

total returns from the broader Dow
Jones Euro Stoxx index of 50 Euro-
pean blue-chip stocks, which are
13.4% so far this year.

A number of indicators for prop-
erty markets have helped boost in-
vestor confidence over the past few
weeks. The latest CB Richard Ellis
monthly property index, for exam-
ple, published on Thursday, re-
ported that commercial property
values in the U.K. rose 0.2% in July,
the first increase since June 2007.

“This month’s figures seem to
confirm that investors have awoken
to what is now widely being seen as
a once-in-a-generation buying op-
portunity,” said David Wylie, head
of economics and forecasting at
CBRE, in a statement.

A number of factors are coming
together to create a more positive
scenario for property investment.
Interest rates remain low and quan-
titative easing by central banks is
creating the potential for inflation,
which encourages investment in
property. Banks, facing borrower de-
faults and breaches of loan cove-
nants, have been reluctant to fore-
close, choosing instead to work with
property companies.

Stock-market investment tends
to move on anticipated develop-

ments in the real economy. That
may explain the sharp rise in Euro-
pean property stocks over the past
month.

“We’ve seen signs of improve-
ment in residential property in Eu-
rope, the United States and the U.K.,
but there has not been a comparable
development in commercial prop-
erty,” says Pierre-Marie Gerez, a
portfolio manager at La Banque
Postale Asset Management. “The
stock market is always six to nine
months ahead of property develop-
ments. Investors are anticipating a
rise in commercial-property valua-
tions.”

Prices for many property stocks
now reflect where investors expect
the net asset values of company
portfolios to be at the end of 2009,
says Mr. Gerez. That expresses the
confidence investors have in a turn-
around in property. But it also
means that for many companies,
there is little room for additional
gains on the basis of economic recov-
ery alone.

Unibail-Rodamco NV, which op-
erates shopping centers, offices and
convention centers, assigned a net
asset value per share of Œ131.20
($185.52) to its portfolio as of June
30. The company’s shares closed at

Œ128.9 on Monday, leaving little
room for appreciation.

Property companies will have to
take action to increase the values of
their portfolios. Those companies
that have come through the crisis
with strong balance sheets and a sur-
plus of cash will be in a position to
make acquisitions that do so.

“The ability of companies to
grow their net asset value through

acquisitions will allow equity mar-
kets to continue to like the stocks,”
says Mr. Curbo.

Companies analysts and inves-
tors often cite as fitting the bill in-
clude Dutch shopping-center opera-
tor Eurocommercial Properties NV,
Unibail-Rodamco and Vastned NV,
which has two listed funds focusing
on office and retail properties.

But how long can the party last?
Some analysts are already begin-

ning to warn that property stocks
have become too expensive. Rents
are declining; tenant defaults and va-
cancies are still on the rise and debt
financing remains hard to obtain.

Property analysts at J.P. Morgan
Chase & Co. argue that there is a dan-
ger that economic-stimulus pro-
grams and low interest rates, which
have helped property, could make it
risky if the stimulus lasts too long.

In a report published Monday,
the J.P. Morgan property analysts
note that China recently reported
signs that a bubble is returning.

“We now believe the risk is that
the same forces are also increas-
ingly at work in Europe,” the report
says. “Stocks should fall back, but
we see a high risk that they could re-
main detached from fundamentals
for a while.”

THE PROPERTY REPORT

Sources: FTSE EPRA/NAREIT Europe; 
Dow Jones Stoxx 
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Adecco sees tight market
Staffing firm warns
of challenging times
as sales decline 31%

Russia’s Mobile TeleSystems
records 15% profit decline

By Goran Mijuk

ZURICH—Adecco SA, the
world’s largest recruitment firm by
sales, warned Tuesday that the staff-
ing market will continue to be chal-
lenging in the months ahead.

The company, which competes
with Manpower Inc. of the U.S. and
Netherlands-based Randstad Hold-
ing NV, said it has streamlined its
business during the downturn by
cutting costs and jobs and will be
well placed to take advantage of the
market recovery when it happens.

Adecco, like its rivals, has been
hit hard by the economic downturn

as businesses across the world
have cut permanent and tempo-
rary jobs and unemployment is ex-
pected to rise further in
both the U.S. and Europe in
the months ahead.

It reported a second-
quarter net loss on lower
sales and impairments to
the goodwill associated with
recent acquisitions. Sales
fell 31% to Œ3.59 billion ($5.1
billion) from Œ5.2 billion. It
said business in France—its
biggest single market mak-
ingupabout30%ofrevenue—
continued to decline and de-
mand for temporary employ-
ment services remained weak in the
U.S., Germany and Japan.

Nevertheless, it signaled confi-
dence with a £108 million ($178 mil-
lion) bid for U.K.-based Spring Group
PLC, a general recruitment company

operating globally, the latest in Adec-
co’s recent series of small- and me-
dium-size purchases.

“We expect business con-
ditions to remain demand-
ing,” Chief Executive Patrick
De Maeseneire said. “We re-
ally have to wait until Sep-
tember, after the summer
break, to have a better view
how the market develops.”

The Zurich-based com-
pany reported a net loss for
the three months to the end
of June of Œ147 million, com-
pared with the Œ212 million
net profit it made a year ear-
lier when it was boosted by

a tax gain. The result was below ana-
lysts’ forecasts for a net profit of Œ30
million, as the company took a Œ125
million goodwill impairment charge
on recent acquisitions, such as those
of DIS and Tuja in Germany.

Cellphone users in U.S.,
Canada, Spain pay most

InterContinental swings to a loss

InterContinental, the world’s largest hotel operator by number of rooms, said a
recovery in the world-wide hotel industry could be a couple of years away.

Source: Organization for Economic 
Cooperation and Development

Calling costs
Mobile-phone prices per month, 2008

Low-intensity mobile users:
make 360 minutes of voice calls and 
send 396 SMS messages in a year

Average OECD price: $14
Cheapest: Denmark $4.19
Priciest: U.S. $23

Mid-range mobile users:
make 780 minutes of voice calls and 
send 600 SMS messages in a year

Average OECD price: $26
Cheapest: Netherlands $11
Priciest: U.S. $53

High-use mobile users: 
make 1,680 minutes of voice calls and 
send 660 SMS messages in a year

Average OECD price: $41
Cheapest: Denmark $15
Priciest: Spain $80

Slow demand
Adecco’s net profit/loss,
in millions of Swiss francs

Source: the company
Bloomberg News
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A customer enters a branch of Adecco in Bern, Switzerland

Patrick De
Maeseneire

By Michael Carolan

LONDON—InterContinental Ho-
tels Group PLC on Tuesday posted a
second-quarter net loss as it wrote
down the value of operations hurt
by the economic downturn, and said
that a recovery in the global hotel in-
dustry is still some way off.

U.K.-based InterContinental—the
world’s largest hotel operator by num-
ber of rooms and home to the Holiday
Inn and Crowne Plaza brands—re-
ported a net loss of $56 million for
the quarter ended June 30, compared
with a net profit of $101 million a year
earlier. Revenue fell 27% to $375 mil-
lion from $515 million.

In addition to the slump in reve-
nue, InterContinental’s results were
marred by $162 million in impairment
charges related to the recession.

Still, InterContinental’s earnings
beat analysts’ expectations and the
company said trends since the end
of June had improved.

In the second quarter, revenue per
available room—a key performance
indicator for the industry—fell 19% in
from a year earlier. In July alone, how-
ever, the rate of decline eased to 14%
and the company said recent forward-
booking data had shown no further
deterioration in demand.

Chief Executive Andrew Cosslett
said business travelers remain elu-
sive. He said the upturn in demand in
July was largely due to leisure travel-
ers taking advantage of lower rates
and promotions, rather than any im-
provement in corporate bookings.

“We can’t see anything in our
numbers at the moment to suggest

we’ve hit the bottom,” Mr. Cosslett
said. “It could be a couple of years be-
fore we get back to the levels we
were at,” he added, saying that Inter-
Continental thinks “the rest of this
year is going to be very challeng-
ing.” The company said it was still
on track to add 400 hotels this year.

Operating profit from continu-
ing operations dropped to $107 mil-
lion from $164 million last year, but
came in slightly ahead of analysts’
expectations.

While the hotel industry has al-
ways worked in cycles, driven by eco-
nomic factors and supply and de-
mand for hotel rooms, the global na-
ture of the current recession has
made it worse than previous down-
ward cycles.

Mr. Cosslett said that occupancy
levelsat the company’s hotels were be-
ginning to improve, but room rates
were still under pressure due to “price
wars.” He said it was “hard to get too
optimistic about what’s going on.”

The company, which is cutting
costs to offset falling revenue, said
it is on track to exceed its targeted
cost reductions for 2009, with first-
half regional and central costs al-
ready $51 million below last year’s
levels. It is now targeting a $80 mil-
lion cut in 2009 expenses, up from a
previous target of $70 million.

InterContinental operates the
Holiday Inn, Crowne Plaza and Stay-
bridge Suites brands on a managed
and franchised basis, and doesn’t
own most of its hotels.

CORPORATE NEWS

By Susana Ferreira

PARIS—Consumers in the U.S.,
Canada and Spain have among the
highest mobile-phone bills in the
world, according to an OECD report,
which also reveals that people are in-
creasingly ditching land lines in fa-
vor of using only cellphones.

The new report by the Paris-
based Organization for Economic
Cooperation and Development,
which surveyed its 30 member coun-
tries, says that revenue from the mo-
bile-phone sector is on the rise, de-
spite the global recession.

“People don’t give up their cell-
phones. Many of us are on two-year
contracts, and we can’t just walk
away from them,” Taylor Reynolds,
an economist with the OECD’s Tele-
communications and Internet Pol-
icy division, said in an interview. Mo-
bile phone “connections are seen as
a necessity, not as a luxury.”

Mobile phones are steadily be-
coming cheaper to use, and service
is more readily available, according
to the report. Still, there are glaring
differences in prices and usage
around the world. In Europe, mobile-
phone service is generally cheaper
than in the U.S. Users in northern Eu-
rope, especially Denmark, Finland,
Sweden and the Netherlands, pay
the least for their mobile phones,
and are therefore increasingly drop-
ping their land lines for cellphones.
“Cellphones are cheap, and they see
no reason to keep their fixed line,”
said Mr. Reynolds.

To compare prices and mobile-
phone packages from country to
country, the OECD compiled what it
considered typical usage patterns,
and then used these patterns to see
how users in various markets mea-
sured up. According to the analysis,
the average midrange customer
clocks under 800 minutes of voice
calls and 600 text messages per year.

In Finland, the Netherlands and
Sweden, customers paid between
$11 and $12 per month, whereas us-
ers in Canada, Spain and the U.S.
paid between $42 and $53 per
month for comparable service.

One of the reasons Canada and
the U.S. are such expensive markets
for mobile users is that, unlike in Eu-

rope, consumers in North America
often pay to receive calls. “You have
to have a certain income level to af-
ford it,” said Mr. Reynolds.

One European country that
bucks the low-price trend is Spain.
Buying a phone or a SIM card aren’t
particularly pricey, said Mr. Rey-
nolds, “but usage is very expensive.”

Miguel Garzon, a spokesman for
Telefónica SA, says “it is very difficult
tocomparethedifferenttypesofplans
in different countries.” The Spain-
based telecommunications company
dominates the Spanish market, but
has a strong presence throughout Eu-
rope andLatin America.

Mexico, one of the fastest-grow-
ing mobile markets in the countries
surveyed, still has the second-low-
est mobile market penetration rate
on the list. Slightly more than 60 out
of every 100 people in Mexico own a
cellphone. The lowest mobile-
phone penetration of any OECD
country is Canada.

Italy is the country where mobile
phones are most popular, with 151
mobile users for every 100 subscrib-
ers. People “have multiple accounts,
multiple SIM cards, multiple
phones,” said Mr. Reynolds.
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By Will Bland

MOSCOW—OAO Mobile TeleSys-
tems, Russia’s most widely used mo-
bile operator, reported a 15% drop in
second-quarter profit, but analysts
welcomed signs that subscribers
are spending more time on the
phone in spite of the recession.

MTS, a unit of conglomerate OAO
AFK Sistema, said profit fell to $563
million from $659.2 million a year
earlier, when the ruble was signifi-
cantly stronger against the dollar.

Revenue fell 23% to $2.02 billion.
More than four-fifths of revenue
came from Russia, where prices are
set in rubles, and remained flat be-
tween April and June after falling at
the beginning of the year. Customers
in Russia talked on their phones for
an average of three and a half hours a
month, up 5% from the first quarter.

MTS, which has more than 95 mil-
lion subscribers, said it added 2.8

million new subscribers during the
second quarter and maintained its
34% share of the Russian market.

MTS also owns the second-big-
gest mobile network in Ukraine,
where the economy has shrunk faster
than in Russia over the past year. Op-
erators there have competed more ag-
gressively, slashing call prices for sev-
eral months in succession, but MTS’s
second-quarter results showed a
rare increase in prices.

MTS said capital expenditures be-
tween April and June totaled $489.8
million. The company had expected
its total 2009 capital spending to be
$1.5 billion, and the bulk is usually in-
vested at the beginning of the year.

The operator bought two chains
of mobile-phone stores at the begin-
ning of the year, and the additional
sales lifted the company’s revenue,
though the lower profitability of the
retail business diluted profit mar-
gins across the company.
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RIM stays ahead of Curve with new model
Lower price is hard
to beat but you get
what you pay for

By Katherine Boehret

W
EB browsing and
email have comfort-
ably migrated to mo-
bile handhelds like
the iPhone, Black-

Berry and Palm Pre. But many of
these gadgets still cost a lot com-
pared with cellphones that come
free with renewed two-year con-
tracts.

This week, I tested a new Black-
Berry that costs less than any other

BlackBerry did at
launch —that is if
you buy it at the
right place. Re-
search in Motion’s

BlackBerry Curve 8520 costs just
$49 at Wal-Mart—or $130 if you buy
it at T-Mobile. Both prices are with
two-year T-Mobile contracts.

The BlackBerry Curve has been
one of the company’s most popular
models. All iterations of the Curve
combine a full QWERTY keyboard
with a sleeker, more stylish look
than bigger BlackBerry models like
the Bold. And Curves typically cost
less than their larger counterparts.
In February, RIM refreshed its Curve
brand for the first time in over two
years with the 8900. This model was
a real upgrade for Curve users
thanks to a brighter screen, faster

performance and flatter keys that
were easier to press. But six months
later, it still costs as much as $199
(after rebate)—a steep asking price
considering how some older
8300-series Curves are offered for
very little charge under two-year
contracts.

This newest $49 Curve 8520 low-
ers that price barrier. Its monthly
T-Mobile service plans are also rela-
tively inexpensive, starting at $55
for voice and data (not including
MMS or SMS messaging).

It has two features never before
seen on a BlackBerry. First, in place
of a trackball or scroll wheel, this
Curve uses a trackpad—a mini ver-
sion of those used for mouse naviga-
tion on laptops. Second, it has desig-
nated physical buttons for playing,
pausing and skipping ahead or back
within media like videos and music.
These rubbery buttons are built
into the top edge of the BlackBerry.

I like the look of the Curve
8520—especially how the surface
covering its screen extends down to
the trackpad and its four surround-
ing buttons, giving it a smooth fa-
cade. It comes in two colors, black
and frost (I used the black). Its low
price, alone, will be enough to draw
customers.

But something about the way its
keyboard and navigational keys
worked felt cheap. Letter keys felt
lightandhollowwhiletheSend,Menu,
EscapeandEndkeysaroundthetrack-
pad clicked as I touched them.

The specifications of this Black-
Berry tell the tale more specifically.
Its 320x240 pixel screen looks faded

next to that of the Curve 8900,
which is 480x360. The blinking, red
indicator light at the top, front cor-
ner of all BlackBerrys is a barely no-
ticeable dot on this device. And its
camera is only two megapixels, not
3.2 megapixels like on the 8900, and
is the first on a BlackBerry to not
have a built-in flash. Also, it doesn’t
run on the fast 3G network, though
it uses Wi-Fi and automatically con-
nects to trusted networks when in
range of them.

First time smartphone owners
may not notice or care about these
small details, but veteran Black-
Berry users will pick up on them
right away.

The Curve 8520 incorporates use-
ful physical features found on previ-
ous models like right- and left-side
convenience keys that work as
handy shortcuts. It comes with a 1-gi-
gabyte microSD memory card so us-
ers don’t have to buy their own be-
fore loading this device with photos,
music and videos.

A strip of rubber runs around the
Curve’s edge, covering up and
smoothing over its convenience
keys and volume buttons. This rug-
ged addition isn’t visible from the
front of the BlackBerry and it will
probably go a long way in prevent-
ing nicks and dings. The word
“Curve” is imprinted on the back of
the BlackBerry, proudly branding
this model.

The navigational trackpad is a
cinch to use and moves the cursor
up, down, right and left with very lit-
tle effort. To select, one needs only
to press in on the trackpad just like

with the trackball. Unlike the track-
ball, which rolls in place and can get
stuck once in a great while, the track-
pad doesn’t have any moving parts.

The physical media keys
on the Curve 8520’s top edge
work to instantly start play-
ing media from any screen,
like a music video that I
watched. If you were to use
your BlackBerry as your sole
portable media player, these
would be more valuable. And
their position on the top of
the Curve makes them easy to
reach if the device is in a
pocket or purse. In my every-
day usage scenarios, I usually
forgot about these shortcut
buttons and just used the
trackpad to find and select a
track or video for playing.

BlackBerry’s App World
store for applications that us-
ers can load onto the device
still only offers 2,000 apps
compared with Apple’s
65,000. This means that for
now, this new Curve can’t be
enhanced with as many out-
side programs, which is a real
downside. And if you do down-
load a lot of apps, or music or
videos or photos, you may
have to get a bigger memory
card.

The Curve 8520 isn’t
made for BlackBerry fanat-
ics. But it’s a good entry-
level BlackBerry for users
who still haven’t let go of
their basic cellphones. At
Wal-Mart’s $49 price, it’s

hard to beat.

Edited by Walter S. Mossberg.
Email mossbergsolution@wsj.com
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Ink-cartridge reseller accuses Seiko Epson of snooping

The BlackBerry Curve 8520

By Justin Scheck

Printer cartridges have long
been a subject of legal dispute, with
printer makers suing smaller compa-
nies to clamp down on knock offs.
But it is rare that such fights include
allegations of corporate espionage.

That’s the situation playing out
now in an Oregon federal court,
where Green Project Inc., a small
ink-cartridge reseller, claims that
Seiko Epson Corp., one of the
world’s three biggest printer mak-
ers, sent an investigator disguised
as a customer to snoop around the
company.

A Seiko Epson lawyer said the
company sometimes uses investiga-
tors to enforce its patents. He de-
clined to comment on the Green
Project suit’s details, but said “we be-
lieve nothing was done wrong here.”
Herbert Seitz, the man who Green
Project says was an Epson investiga-
tor, said Monday he is unfamiliar
with Green Project’s allegations. “I
have nothing to say,” he said.

The alleged incident began with
a lawsuit that Seiko Epson filed in
April against Green Project, which
refills and resells old ink cartridges,
and other cartridge resellers. But

the suit has roots in a much broader
battle.

At issue is that big printer mak-
ers—including Seiko Epson,
Hewlett-Packard Co., Lexmark In-
ternational Inc. and Canon
Inc.—rely heavily on ink and toner
sales to generate profits. For years,
the manufacturers have tried to
stop smaller companies from cut-
ting into their revenue by selling
their own cartridges, arguing in law-
suits that some violate their pat-
ents.

Green Project, which was
founded last year, and other “reman-
ufacturers” of printer cartridges ac-
counted for more than $8 billion in
global sales of inkjet and laser car-
tridges last year, according to Andy
Lippman, an analyst at Lyra Re-
search.

In recent years, Seiko Epson has
taken legal action against compa-
nies that import cartridges to sell in
the U.S. In 2007, responding to a
complaint by the Japanese com-
pany, the U.S. International Trade
Commission ruled that certain im-
ported cartridges violate Seiko Ep-
son patents and ordered vendors to
stop importing them. In a followup
ruling last year, the ITC said that im-

ports of certain “remanufactured”
cartridges also violate Epson pat-
ents.

In April, Seiko Epson sued a num-
ber of companies that it alleged
were violating the import ruling.
One was Green Project.

Joseph Wu, Green Project’s
founder and president, denied the
company sells cartridges that were
originally sold overseas. He said
Green Project buys used printer car-
tridges that were sold in the U.S.

from brokers that collect them; they
are then shipped to China, where
they are refilled and sent back to the
U.S. for sale, he said. The brokers
guarantee in writing that the car-
tridges are collected in the U.S., Mr.
Wu said.

In May, about a month after
Seiko Epson filed its suit, Mr. Wu
said a customer who identified him-
self as “K.C. Wells from K&R Sup-
plies” came to Green Project’s of-
fices. Mr. Wu said he was suspicious,
since he had met the man at a trade
show a few years earlier and heard
him ask “detailed questions most
customers don’t ask” about car-
tridge technology.

Mr. Wu said he remained suspi-
cious and days later did a Web
search for “Seitz,” since he had
heard there was a cartridge-fraud in-
vestigator that worked for Epson
with that name. He said he found a
photo that looked like his visitor.

Last month, Mr. Wu’s company
countersued Seiko Epson, claiming
that Mr. Seitz’s actions constituted
trespassing and theft of trade se-
crets. The suit seeks to prevent
Seiko Epson from using the informa-
tion collected, as well as restitution.
It also seeks a declaration that cer-

tain Seiko Epson patents are invalid.
Mr. Seitz’s “misrepresentation

and subsequent entry into Green
Project’s warehouse constitutes
trespass,” the company’s lawyer
wrote in a July 27 court filing. Green
Project also alleges that Mr. Seitz im-
properly accessed company trade se-
crets when he requested a price list.

Seiko Epson lawyer Harold Barza
said that “in connection with the en-
forcement of intellectual property
rights, we sometimes have to use in-
vestigators. It’s a perfectly normal
practice.”

Mr. Barza said that while Mr.
Seitz has “done investigations be-
fore” for Epson, he is an indepen-
dent contractor, not an Epson em-
ployee.

Whether Green Project’s allega-
tions would sway a court is unclear.
“There’s a raging debate” in the le-
gal community over ethical guide-
lines for information gathering,
said Patrick Robbins, a defense law-
yer at Shearman & Sterling LLP who
sometimes uses private detectives.

Mr. Robbins said courts have of-
fered little clarity on whether it is ac-
ceptable to use deception to obtain
information.

Will rally last in
Europe’s property
stocks? Page 28

Little hearts, big problems: Few drugs or
devices to treat cardiovascular disease are
designed with children in mind. Page 30

Source: Lyra Research
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Tata says Jaguar, Land Rover don’t need help from U.K.

Brazil’s auto industry revving up
Car makers add jobs,
expand output plans
amid swift rebound

Crucell narrows loss as revenue jumps 29%

MG Rover

The long-running saga of the
collapse of car maker MG Rover—
and the subsequent investigation
into what went wrong—reached a
tentative conclusion on Tuesday
when Britain’s Serious Fraud Of-
fice said it didn’t intend to pursue
a criminal investigation into the
matter. MG Rover collapsed in
2005 with the loss of 6,500 jobs,
dealing a blow to the U.K.’s manu-
facturing heartland. An indepen-
dent report about the collapse is to
be published Sept. 11.

GLOBAL
BUSINESS

BRIEFS

Rio Tinto iron-ore chief defends staff held in China

—Compiled from staff
and wire service reports.

Associated British Foods PLC

U.K.-based Associated British
Foods PLC said Tuesday that it is
selling its sugar operations in Po-
land in a move to focus on the U.K.
and Iberia, where it has market-lead-
ing positions in the sugar sector. AB
Foods, which has food businesses
around the world, said it is selling
the sugar business to Polish rival
Pfeifer & Langen Polska SA but
didn’t provide a price. The Polish
unit had gross assets of £200 million
($329 million) as of Aug. 31, 2008,
and employs about 400 people.

By Rogerio Jelmayer

SAO PAULO—A rebound by the
Brazilian auto industry this year has
been so swift and so widespread
that auto makers are now planning
new hires and expanded output.

That is a stark contrast from much
of the rest of the world, where the in-
dustry continues to retrench. Not
long ago, Brazil’s auto makers were
alsocutting back production and elim-
inating jobs in the face of an uncertain
fate for the economy and their sales.

A combination of tax breaks, eas-
ier loan terms and low interest rates
have jump-started domestic de-
mand—and with it an industry that
employs 130,000 workers and pro-
duces more cars than all but five
other countries. Auto sales posted
their third-highest monthly total in

July, even as they slipped from an
even hotter June, numbers released
on Monday showed.

“With Brazil’s economy well on
the way to recovery, auto makers are
dusting off their plans for the coun-
try,” said analyst Mariana Oliveira
of local consultant Tendencias.

The Brazilian industry, popu-
lated almost entirely by multination-
als including General Motors Co.,
Volkswagen AG and Fiat SpA, car-
ries international weight. Accord-
ing to the International Organiza-
tion of Motor Vehicle Manufactur-
ers, Brazil produced 3.2 million vehi-
cles in 2008, ranking it as the sixth
largest auto producing country in
the world, behind South Korea and
ahead of France.

As recently as January, the local
unit of GM was cutting 744 jobs at
one of its factories, and the compa-
ny’s vice president for Brazil, Jose
Carlos Pinheiro Neto, was saying he
would be happy if Brazil could sell
2.5 million vehicles.

The gloomy outlook prompted
the government to pass a tax cut

that led to an average price roll-
back of 7.5% for passenger cars.
Meanwhile, Brazil’s largest banks
lengthened installment terms for
auto loans to 80 months from the
previous 60.

The longer terms came at the

same time as lower interest rates.
Brazil’s central bank has cut its
Selic base rate five full percentage
points this year to 8.75%, its lowest
level ever.

Although sales remained sluggish
for the first two months of 2009, the
moves eventually gave auto makers
the oxygen they needed for a come-
back. First-half sales set a record,
and Brazil’s National Motor Vehicle
Manufacturers Association now fore-
casts domestic auto sales will hit a
record three million this year.

A number of companies have sig-
naled the more bullish atmosphere.

Hyundai Motor Co. announced
that it will boost its 2009-2010 in-
vestment in the country by the
equivalent of $220 million to $660
million. The objective is to manu-
facture a new sport-utility vehicle
model called the Tucson. The com-
pany expects to build 100,000 Tuc-
sons in 2010, mainly for domestic
consumption.

Last week, the Brazilian unit of
French auto maker Renault SA said
it will hire 600 workers.

E.ON AG

Teyssen to succeed Bernotat
as the German utility’s CEO

German utility E.ON AG late Mon-
day named Chief Operating Officer Jo-
hannes Teyssen as the successor of
Chief Executive Wulf Bernotat. Mr.
Teyssen, 49 years old, will take over
from Mr. Bernotat on May 1, the com-
pany said. Analysts have said they
don’t expect a drastic change of strat-
egy at Germany’s largest utility by
market value once Mr. Teyssen takes
charge. Mr. Bernotat, 60, said this
May that he wouldn’t be available for
a third term after his current contract
expires. Mr. Bernotat has led E.ON
since 2003. Mr. Teyssen, who holds a
doctorate in law, has been working
for Düsseldorf- based E.ON and affili-
ated companies for 20 years.

Deutsche Lufthansa AG

Deutsche Lufthansa AG said it
carried 12% more passengers in
July than a year earlier, helped by
small increases in demand in Eu-
rope and Asia and its consolida-
tion with British Midland Airways.
Lufthansa said the company,
which also includes Swiss Interna-
tional Airlines, transported 7.2 mil-
lion passengers last month, up
from 6.4 million a year earlier, a fig-
ure that was weighed down by
strikes. The inclusion of BMI
added 757,000 passengers.

Sales upswing
Monthly light-vehicle sales 
in Brazil
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By Maarten van Tartwijk

AMSTERDAM—Biotechnology
company Crucell NV said Tuesday
its second-quarter loss narrowed,
and it confirmed its outlook for
2009, saying it expects vaccine
sales will continue to boost revenue
this year.

The company, which makes vac-
cines for influenza, children’s dis-
eases and hepatitis B, reported a net
loss of Œ1.8 million ($2.5 million),
compared with a net loss of Œ7.4 mil-
lion a year earlier.

The loss was due to high income
tax charges and strong local curren-

cies in South Korea and Switzer-
land, where Crucell has research-
and-development and manufactur-
ing facilities. The stronger curren-
cies also hurt margins, the com-
pany added.

Revenue jumped 29% to Œ72.4
million from Œ56.2 million. The
rise was mainly driven by strong
sales of Quinvaxem, a vaccine Cru-
cell jointly developed with Swit-
zerland’s Novartis AG to protect
against five potentially deadly
childhood diseases, including diph-
theria and tetanus.

Still, Quinvaxem sales were
weaker than expected as some ship-

ments were phased into the second
half of this year, Crucell said.

Crucell said it remains upbeat on
its prospects, saying it still expects
combined full-year revenue to grow
by 20% when stripping out currency
fluctuations. Operating profit will
“improve significantly” from 2008,
when Crucell posted its first ever
full-year net profit.

The Leiden-based company said
that Quinvaxem is well-positioned
for the award of new tenders, includ-
ing one from the U.N.’s children’s
agency Unicef. It also said that it sees
rising interest among governments
for vaccines against infections

since the recent spread of swine flu.
Crucell’s optimism reflects the

growth potential of the global vac-
cine market and explains why big
pharmaceutical companies are in-
creasingly eyeing this area as block-
buster drugs go off-patent and their
revenues plunge as a result.

In January, Crucell pulled out of
friendly takeover talks with
U.S.-based Wyeth, which is now set
to merge with Pfizer Inc. Since then,
there has been much speculation
about another possible deal, but
Chief Executive Ronald Brus said he
won’t comment on market rumors.

By Alex Wilson

MELBOURNE, Australia—Min-
ing giant Rio Tinto defended four of
its employees who are being held
without charge by Chinese authori-
ties, reiterating it isn’t aware of any
evidence to support their detention.

The company’s head of iron ore
in China, Australian citizen Stern
Hu, and three Chinese nationals
were detained July 5. Chinese offi-
cials have alleged that they stole
state secrets relating to iron-ore
price talks, though no charges have
been filed.

The chief executive of Rio Tin-
to’s iron ore group, Sam Walsh, said
Australian consular officials have
made a second visit to Mr. Hu and
that he appeared well and raised no
medical concerns.

Mr. Walsh said Rio Tinto remains
“surprised and concerned” at the de-
tention of the four employees and
still hasn’t been informed of any
charges against them, or of any evi-
dence that would support their de-
tention. “Rio Tinto is committed to
high standards in business integrity
and takes its ethical responsibilities
very seriously,” Mr. Walsh said.

Under Chinese law, Mr. Hu isn’t
entitled to legal representation un-
til he is formally charged. Austra-
lian Foreign Minister Stephen
Smith said earlier that Australian
officials had used the consular
visit to press the point to Chinese
authorities that legal representa-
tion “would be appropriate” in ad-
vance of any charges.

Investor fears that the deten-
tions may have implications for
Rio Tinto’s relationship with its
biggest iron-ore customer were
stoked recently by statements that
appeared on a Web site affiliated

with the National Administration
for Protection of State Secrets.

In an essay that appeared on
the site, an official with the local
bureau for the protection of state
secrets in east China’s Jiangsu
province accused Rio’s employees
of costing China more than $100
billion by engaging in deceit over
six years on iron-ore pricing. Offi-
cials later said that the essay was
unauthorized and didn’t repre-
sent the views of the administra-
tion.
 —Rachel Pannett in Canberra

contributed to this article.

By Santanu Choudhury

NEW DELHI—Tata Motors Ltd.
said Tuesday it is no longer seeking
U.K. government financial support
for its Jaguar and Land Rover
brands after lining up bank guaran-
tees and loans from private-sector
banks.

The company, India’s biggest
auto maker by sales, said it now ex-
pects to secure a £340 million
($559.8 million) long-term loan
from the European Investment Bank
in the coming weeks, with bank guar-
antees making the U.K. government

backing it had sought unnecessary.
Tata Motors also said it expects

to raise funds for the ailing
U.K.-based luxury car unit in the
next few weeks from commercial
banks. The company didn’t say how
much it aims to borrow.

On Tuesday, Jaguar-Land Rover
said it had secured a three-year loan
worth up to £75 million from Bur-
dale, a member of the Bank of Ire-
land Group, to finance its U.K. and
U.S. parts and accessories invento-
ries and receivables.

Tata Motors, maker of the Nano,
the world’s cheapest car, acquired

Jaguar and Land Rover from Ford
Motor Co. for $2.3 billion in June
2008. Like other auto makers, Tata
Motors sought government help,
but had yet to secure aid despite
long talks with the U.K.

Debasis Ray, a spokesman for
Mumbai-based Tata Motors, said
Wednesday that the U.K. govern-
ment guarantee isn’t required now
because of improved global finan-
cial conditions.

Luxury car makers like Jaguar-
Land Rover have been hit harder by
the economic downturn than many
of the volume manufacturers, be-

cause their cars are more expensive
and sources of credit have dried up.

Tata Motors said in late July that
sales of Jaguar cars fell 20% be-
tween October 2008 and March
2009, while Land Rover sold 51%
fewer sport-utility vehicles in the
same period.

Ratan Tata, chairman of Tata Mo-
tors, recently told shareholders in
the company’s annual report that
Jaguar-Land Rover will need to cut
costs and reduce vehicle develop-
ment time to tide itself over the cur-
rent global economic slowdown.

Executive Travel Program
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 14.90 $25.36 –0.22 –0.86%
Alcoa AA 30.70 12.71 0.02 0.16%
AmExpress AXP 12.10 31.51 –0.83 –2.57%
BankAm BAC 307.60 15.85 –0.83 –4.98%
Boeing BA 4.80 45.39 –0.38 –0.83%
Caterpillar CAT 12.60 46.28 –0.87 –1.85%
Chevron CVX 8.30 67.94 –1.29 –1.86%
CiscoSys CSCO 49.90 21.17 –0.47 –2.17%
CocaCola KO 5.50 49.04 –0.40 –0.81%
Disney DIS 8.10 25.90 –0.54 –2.04%
DuPont DD 9.50 32.98 0.60 1.85%
ExxonMobil XOM 15.30 68.13 –0.63 –0.92%
GenElec GE 98.30 13.99 –0.58 –3.98%
HewlettPk HPQ 9.90 43.39 –0.28 –0.64%
HomeDpt HD 8.30 26.89 –0.21 –0.77%
Intel INTC 30.40 18.64 –0.12 –0.64%
IBM IBM 4.00 117.79 –0.91 –0.77%
JPMorgChas JPM 44.90 41.24 –1.45 –3.40%
JohnsJohns JNJ 7.60 60.22 –0.50 –0.82%
KftFoods KFT 5.40 28.46 –0.17 –0.59%
McDonalds MCD 8.20 56.02 –0.25 –0.44%
Merck MRK 10.20 30.33 –0.27 –0.88%
Microsoft MSFT 30.70 23.13 –0.29 –1.24%
Pfizer PFE 25.80 15.83 –0.08 –0.50%
ProctGamb PG 8.40 51.93 –0.24 –0.46%
3M MMM 4.30 71.34 0.43 0.61%
TravelersCos TRV 4.70 44.93 –1.49 –3.21%
UnitedTech UTX 4.90 55.77 –0.12 –0.21%
Verizon VZ 9.00 30.60 –0.32 –1.03%
WalMart WMT 15.50 50.04 0.32 0.64%

Dow Jones Industrial Average P/E: 15
LAST: 9241.45 t 96.50, or 1.03%

YEAR TO DATE: s 465.06, or 5.3%

OVER 52 WEEKS t 2,401.02, or 20.6%

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

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

Behind Europe’s deals: Bank revenue rankings, Global (ex US)
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 $1,555 7.6% 56% 23% 21% 1%

Credit Suisse 1,078 5.3% 47% 32% 18% 2%

UBS 1,075 5.3% 51% 18% 30% 1%

Deutsche Bank 988 4.9% 37% 32% 27% 4%

Goldman Sachs 947 4.7% 45% 17% 38% …%

Citi 890 4.4% 34% 34% 29% 3%

Morgan Stanley 799 3.9% 44% 22% 34% …%

Bank of America Merrill Lynch 746 3.7% 40% 26% 32% 3%

RBS 700 3.4% 41% 43% 9% 7%

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

Carlton Comms 448 –14 24 –76 Inv  89 ... –1 –16

Stena Aktiebolag 693 –13 –15 –122 BAE Sys  44 ... –1 –26

Clariant 287 –12 –11 –116 EDP Energias de Portugal 82 ... 13 ...

Alcatel Lucent 687 –10 24 –190 Volkswagen 127 ... –20 –93

ITV  466 –9 26 –71 BP  36 ... ... –3

Glencore Intl 313 –9 –35 –223 Transocean  85 ... 4 –18

Grohe Hldg  1726 –8 –64 –541 Wendel 645 1 –38 –152

Aviva  169 –8 1 –64 Cie de St Gobain 146 1 2 –56

Prudential  158 –8 –14 –114 Daimler 129 1 –14 –74

Norske Skogindustrier  1021 –8 –73 –268 M real  1838 20 76 –2387

Source: Markit Group

Dow Jones Stoxx 50: Tuesday’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

British Amer Tob U.K. Tobacco $62.6 18.75 1.02% 1.9% 30.3%

Royal Dutch Shell A U.K. Integrated Oil & Gas 92.1 18.36 0.82 –20.6 –33.6

Diageo U.K. Distillers & Vintners 42.7 9.38 0.81 –5.5 –2.6

Nestle S.A. Switzerland Food Products 156.2 44.10 0.46 –11.5 7.3

Unilever Netherlands Food Products 46.6 19.20 unch. 0.3 5.2

Deutsche Bk Germany Banks $39.8 45.33 –4.65% –28.7 –48.0

ArcelorMittal Luxembourg Iron & Steel 54.3 24.61 –4.52 –52.1 –0.3

Bayer Germany Specialty Chemicals 49.7 42.52 –4.02 –21.2 6.1

Koninklijke Phlps Netherlands Consumer Electronics 21.8 15.88 –3.93 –32.0 –38.7

Barclays U.K. Banks 62.9 3.46 –3.43 –8.5 –45.8

...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

Telefonica S.A. 115.6 17.38 ... 3.1% 31.7%
Spain (Fixed Line Telecommunications)
Vodafone Grp 123.2 1.28 –0.31% –9.9 15.2
U.K. (Mobile Telecommunications)
Novartis 117.6 48.10 –0.33 –22.3 –31.2
Switzerland (Pharmaceuticals)
Astrazeneca 66.6 27.79 –0.34 8.5 –15.3
U.K. (Pharmaceuticals)
Roche Hldg Part. Cert. 107.6 165.60 –0.36 –10.7 –26.8
Switzerland (Pharmaceuticals)
Tesco 47.3 3.65 –0.38 –8.1 –3.4
U.K. (Food Retailers & Wholesalers)
GlaxoSmithKline 110.8 11.75 –0.42 –7.3 –19.9
U.K. (Pharmaceuticals)
France Telecom 65.6 17.74 –0.48 –13.0 10.0
France (Fixed Line Telecommunications)
Sanofi-Aventis S.A. 85.6 46.05 –0.57 –5.2 –34.5
France (Pharmaceuticals)
BP 174.6 5.12 –0.58 –4.3 –16.7
U.K. (Integrated Oil & Gas)
Total S.A. 126.7 37.79 –0.62 –21.9 –29.6
France (Integrated Oil & Gas)
Iberdrola S.A. 42.1 5.96 –0.83 –30.0 –17.6
Spain (Conventional Electricity)
Deutsche Telekom 55.8 9.04 –0.88 –21.2 –18.3
Germany (Mobile Telecommunications)
Banco Santander 116.3 10.09 –0.93 –13.2 –10.2
Spain (Banks)
Banco Bilbao Viz 61.2 11.55 –0.99 –3.2 –31.6
Spain (Banks)
SAP 57.3 33.07 –1.05 –14.1 –7.6
Germany (Software)
Soc. Generale 42.6 51.89 –1.16 –23.7 –55.5
France (Banks)
GDF Suez 86.2 26.98 –1.21 –24.0 –3.0
France (Multiutilities)
BNP Paribas S.A. 79.3 53.67 –1.25 –14.6 –35.5
France (Banks)
Nokia 48.8 9.22 –1.28 –48.4 –42.5
Finland (Telecommunications Equipment)

BHP Billiton 56.2 15.28 –1.48% 4.1% 54.5%
U.K. (General Mining)
AXA S.A. 46.7 15.81 –1.56 –28.7 –45.6
France (Full Line Insurance)
L.M. Ericsson Tel B 27.7 68.20 –1.59 –5.9 –39.7
Sweden (Telecommunications Equipment)
Rio Tinto 58.2 23.05 –1.62 –38.5 3.5
U.K. (General Mining)
Intesa Sanpaolo 48.1 2.87 –1.71 –26.4 –37.2
Italy (Banks)
E.ON 73.0 25.81 –1.83 –33.0 –22.5
Germany (Multiutilities)
Assicurazioni Gen 31.9 16.02 –1.90 –29.0 –35.8
Italy (Full Line Insurance)
ENI 90.1 15.90 –1.97 –26.0 –34.6
Italy (Integrated Oil & Gas)
BASF 44.9 34.57 –1.98 –14.3 10.4
Germany (Commodity Chemicals)
UniCredit 55.3 2.33 –2.00 –29.5 –55.4
Italy (Banks)
HSBC Hldgs 185.9 6.55 –2.11 –13.5 –22.0
U.K. (Banks)
Anglo Amer 41.1 18.56 –2.26 –30.7 –21.6
U.K. (General Mining)
ING Groep 26.8 9.12 –2.28 –60.4 –72.3
Netherlands (Life Insurance)
Daimler 47.4 31.59 –2.32 –27.2 –22.5
Germany (Automobiles)
BG Grp 58.1 9.85 –2.33 –9.4 37.0
U.K. (Integrated Oil & Gas)
Credit Suisse Grp 56.5 51.60 –2.37 –5.8 –23.2
Switzerland (Banks)
Siemens 74.0 57.25 –2.52 –26.6 –11.6
Germany (Diversified Industrials)
ABB 41.6 19.38 –2.61 –25.1 23.7
Switzerland (Industrial Machinery)
UBS 47.3 15.85 –2.76 –29.9 –73.9
Switzerland (Banks)
Allianz SE 47.8 74.75 –2.91 –34.3 –43.0
Germany (Full Line Insurance)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage 0.66% 0.73% 2.5% 5.3% -3.6%
Event Driven 0.64% 1.67% 4.7% 8.3% -20.2%
Equity Market Neutral -0.50% -0.26% -0.2% -3.5% -9.2%
Equity Long/Short -0.10% 2.13% 3.2% 2.6% -13.1%

*Estimates as of 08/10/09, 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 0.85 104.51% 0.02% 1.87 0.85 1.27

Eur. High Volatility: 11/1 1.58 109.51 0.04 3.89 1.56 2.53

Europe Crossover: 11/1 5.85 114.56 0.10 9.71 5.77 7.66

Asia ex-Japan IG: 11/1 1.26 109.92 0.04 3.84 1.21 2.24

Japan: 11/1 1.70 115.09 0.05 4.33 1.41 2.33

 Note: Data as of August 10

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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Driving the recovery
China's factory output gets a boost from new 
lending and investment, change from a year earlier

Sources: National Bureau of Statistics; People's Bank of China (chart); 
Agence France-Presse (photo)

’092008
0

10

20

30

40%

Industrial 
output

Bank lending

Investment

Chinese output and demand increase
Rebound is seen as likely to slow down as government-backed investment and lending begin to level off

China plans to revise its policy toward street peddlers

A vendor sells peaches on a Beijing street. A proposed law would give legal status
to such merchants, an effort to create jobs and curb conflicts with security officers.

By Andrew Batson

And Terence Poon

BEIJING—The rebound in Chi-
na’s factory output and commodity
demand continued in July, official
data issued Tuesday show, but the
beginnings of a moderation in gov-
ernment-driven investment and
lending could test how much that
rally can be sustained.

Industrial output accelerated for
the third straight month, the Na-
tional Bureau of Statistics said,
growing 10.8% in July from a year
earlier, following a 10.7% rise in
June and an 8.9% gain in May. The
measure is one of the broadest indi-
cators of activity in China’s manufac-
turing-driven economy, and reflects
particularly strong growth in the
heavy industry that has benefited
most from the government’s aggres-
sive stimulus programs.

But China’s benchmark measure
of capital spending, fixed-asset invest-
ment in urban areas, slowed to a 30%
increase in July from a 35% gain in
June, lower than market forecasts.
Banklending also slowed, with new lo-
cal-currency loans totaling 355.9 bil-
lion yuan ($52.1 billion) in July, com-
pared with 1.53 trillion yuan in June.
Government officials have repeatedly
said they aren’t withdrawing the pub-
lic-investment and easy-credit poli-
cies that have supported the rebound,
but they are also watching to prevent
wasteful spending and bubbles.

“The biggest recovery is behind
us in terms of sequential growth,”
said Jun Ma, China economist for
Deutsche Bank. He predicted gross
domestic product will grow 8% or
9% on a quarter-to-quarter annual-
ized basis in the remaining two quar-
ters of this year, compared with an

estimated 18% in the second quarter.
The government’s stimulus plan

was deliberately front-loaded in the
early part of the year to offset the
deep global slowdown, he said, and
the rapid pace of the first phase of
the stimulus couldn’t have been sus-
tained anyway. “By design, new
project starts will have to decline,”
Mr. Ma said.

The latest figures reinforce the
point, stressed by government offi-
cials in recent comments, that Chi-
na’s recovery still is driven mostly
by government spending and policy.
To broaden the rebound, officials
are hoping for domestic private-sec-
tor investment to recover, and for de-
mand in China’s major export mar-
kets to pick up. They have stated re-
peatedly in recent days that the gov-
ernment will maintain its expansion-

ary policies until the expansion is
more firmly established.

There are signs that the worst of
China’s export decline could be past.
July’s exports rose a seasonally ad-
justed 5.2% from June, China’s cus-
toms agency said, following a 4.5%
month-to-month pickup in June. The
agency only recently began to pub-
lish such seasonally adjusted figures.

Still, the value of exports in July
remains 23% below last year’s fig-
ure, a sign that demand for China’s
goods remains at low levels. China
ran a trade surplus of $10.63 billion
in July, down 58% from last year.

Domestic demand is firm, with re-
tail sales rising 15.2% in July from a
year earlier. Imports for July were
up a seasonally adjusted 3.5% from
June, up from the 2.2% gain in June.

The dollar value of imports was

down 14.9% from a year earlier in
July, but much of that reflects lower
prices, as commodity purchases have
surged. For instance, imports of iron
ore, the main raw material to produce
steel, jumped to a monthly record of
58.08 million metric tons in July.
China is the world’s largest steel-pro-
ducing nation, and its crude steel out-
put for July hit a new monthly high.

Energy consumption also is on
the rebound. Electricity output
grew for the second straight month,
expanding 4.8% in July after a 5.2%
gain in June. Analysts attributed the
recent turnaround from several
months of declines to a pickup in out-
put by industries, such as alumi-
num, that use lots of power. Imports
of crude oil surged 42% in July from
a year earlier to a monthly record.

Economists said that while July’s

slowdown in investment wasn’t dra-
matic, the burst of activity early this
year probably won’t be repeated.
“The intensity of government stimu-
lus through fixed-asset investments
is unlikely to be as strong in the sec-
ond half,” said Zhu Jianfang, chief
economist with Citic Securities in
Beijing. That could feed into weaker
factory output in the second half,
though he said he expected a rise in
growth in the service sector to help
pick up some of the slack.

Inflation remains in check, with
the consumer-price index falling
1.8% in July from a year earlier, the
sixth straight monthly decline. The
producer-price index also dropped
8.2% in July from a year earlier,
down for the eighth month in a row.
The actual trend of inflation isn’t as
negative as figures indicate, be-
cause prices of many commodities
have been rising from their lows this
year, but central bank vice governor
Su Ning said Friday that inflation
isn’t a problem now.

A central bank statement issued
Tuesday through the state-con-
trolled Xinhua news agency said that
its monetary policy hasn’t changed.
July’s lending, while lower than in re-
cent months, was high by historical
standards and was helping to sup-
port the real economy, it said.

China’s government published all
of its monthly economic data for July
on Tuesday, changing from its past
practice of spreading releases over
several days. In recent months, the
statistics bureau has been taking
steps to improve the quality andtrans-
parency of its data to address public
doubts and economists’ criticisms.
 —Liu Li and

Patricia Jiayi Ho
contributed to this article.

By Jeremy Chan

BEIJING—China is preparing to
give millions of street vendors legal
status, a move aimed at creating
jobs and curbing a rash of violent
conflicts between the sellers and
law-enforcement officials who po-
lice them.

The country has for years strug-
gled with managing street vendors
who sell everything from house-
wares and clothes to candied fruit
from makeshift pedal carts or sheets
spread across sidewalks. Peddlers
are a source of inexpensive and con-
venient goods for local residents,
but the merchants are often seen as
an eyesore by government officials.
Beijing cracked down on street vend-
ing ahead of the Olympics a year ago,
and the number of peddlers in the
city center remains diminished.

Nanjing, a city of more than
seven million in eastern China, re-
cently became the first in the coun-
try to offer legal status to around
10,000 mostly poor residents who
had been largely prohibited from
selling their wares on the streets. A
national regulation is in the works
to require registration of the coun-
try’s “self-employed businesses,” in-
cluding those without fixed ad-
dresses. The regulation, under dis-
cussion by China’s cabinet, the Legis-
lative Affairs Office of the State
Council, could go into effect as early

as the end of the year, Chinese legal
experts say.

The moves come as unemploy-
ment has been a growing concern
for the government since the global
recession started. The Labor Minis-
try recently said that most migrant
workers who lost jobs during mass
layoffs last year have found work in
recent months, but that the overall
employment situation remains
“very serious.” Many of China’s
newly unemployed have begun sell-
ing goods on the street.

“When these legal barriers can
be removed for this type of en-
deavor, it will definitely attract
more and more people to take part
in the individual economy,” said Li
Jianping, a Beijing lawyer who is an
expert on small-business regula-
tions. “In the end, it could help more
people find jobs.”

Street vendors in China often en-
gage in a cat-and-mouse game with
“urban-management officers” who
are empowered by city govern-
ments to police low-level crimes
and infractions, but are often poorly
trained. Conflicts between these of-
ficers and street merchants have
sometimes turned violent.

Five urban-management officers
were recently dismissed from their
jobs and face trial after allegedly
beating a man selling watermelon
on the street in Shanghai, according
to the local district government.

The 28-year-old victim was taken to
a local hospital where doctors diag-
nosed him with brain damage and
partial paralysis.

Officials are hoping that giving le-
gal status to the street vendors will
cut down on harassment by the ur-
ban-management officers, who of-
ten fine the peddlers or confiscate
their goods.

Such clashes helped spur Nan-
jing’s new policy, said Qian Dewen,
an official at the city’s urban-man-
agement bureau. He said officials
from more than 40 other cities have
visited in recent months to discuss
the new regulations.

Under Nanjing’s new policy,
street merchants will be restricted
to certain parts of the city and cer-

tain times of day, and they will have
to provide proof of low-income sta-
tus in order to register legally.

The national regulation is ex-
pected to provide for peddlers to reg-
ister as business operators but spe-
cific rules likely will be determined lo-
cally. In general, the vendors will be
required to abide by existing rules on
what they sell, for instance the offi-
cial prohibitions on selling pirated
goods and other contraband, and
they will likely have to meet health
and safety guidelines. “If the govern-
ment can legalize our business, I
would definitely register,” said a ven-
dor named Li, who was selling hair
clips and headbands last week on a pe-
destrian bridge in Beijing. He says ur-
ban-management officers frequently
confiscate his goods. “We are just try-
ing to make a living,” he said.

Some owners of small shops
were sanguine about the proposed
regulation. “There’s already a lot of
competition,” a clothing boutique
owner in Beijing named Xu said.
“This new regulation just means we
have to sell the right stuff at the
right price. And now if I go out of
business, I can always start selling
stuff on the street,” he joked.

Some of Nanjing’s urban manage-
ment officers are uneasy with the
new policy. “Problems will still exist
between officers and peddlers,” Mr.
Qian said, “but it will not be like in
the past.”
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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.

2.46% 15 DJ Global Index -a % % 202.34 –0.94% –21.2% 4.30% 13 U.S. Select Dividend -b % % 567.80 –1.07% –21.8%

2.00% 17 Global Dow 1199.10 0.18% –20.4% 1802.45 0.11% –24.4% 4.38% 16 Infrastructure 1305.00 0.06% –16.7% 1761.04 0.00% –20.9%

3.13% 31 Stoxx 600 226.40 –1.40% –22.4% 239.06 –1.55% –26.4% 1.62% 8 Luxury 794.10 0.51% –13.4% 952.94 0.44% –17.8%

3.28% 20 Stoxx Large 200 242.60 –1.33% –22.8% 254.83 –1.48% –26.7% 6.15% 5 BRIC 50 375.00 0.11% –11.7% 506.02 0.05% –16.1%

2.38% -11 Stoxx Mid 200 208.50 –1.78% –20.4% 218.94 –1.94% –24.5% 4.29% 13 Africa 50 728.60 –0.19% –21.0% 654.57 –0.25% –25.0%

2.42% 252 Stoxx Small 200 131.80 –1.65% –20.7% 138.35 –1.81% –24.8% 3.59% 7 GCC % % 1464.97 2.05% –44.8%

3.17% 22 Euro Stoxx 245.30 –1.51% –24.4% 259.03 –1.66% –28.3% 3.00% 15 Sustainability 751.70 –0.92% –19.2% 896.25 –1.21% –23.5%

3.31% 16 Euro Stoxx Large 200 261.10 –1.51% –24.9% 274.04 –1.66% –28.8% 2.37% 13 Islamic Market -a % % 1728.26 –0.82% –19.2%

2.40% -13 Euro Stoxx Mid 200 230.90 –1.60% –21.9% 242.27 –1.75% –25.9% 2.65% 13 Islamic Market 100 1551.50 –0.47% –14.2% 1875.09 –0.76% –18.7%

2.71% 22 Euro Stoxx Small 200 141.20 –1.30% –21.8% 148.05 –1.45% –25.8% 2.65% 13 Islamic Turkey -c % % % %

5.65% 9 Stoxx Select Dividend 30 1258.30 –1.36% –33.0% 1522.79 –1.52% –36.4% 2.09% 14 DJ U.S. TSM % % 10277.96 –0.97% –21.9%

4.90% 11 Euro Stoxx Select Div 30 1503.50 –1.69% –33.9% 1826.63 –1.84% –37.3% % DJ-UBS Commodity 125.10 –0.88% –27.8% 128.45 –1.03% –31.5%

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

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

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

Australia 1.2047 1.9874 1.1138 0.1640 0.0374 0.1925 0.0126 0.3118 1.7032 0.2288 1.0947 ...

 Canada 1.1005 1.8154 1.0174 0.1498 0.0341 0.1758 0.0115 0.2848 1.5559 0.2090 ... 0.9135

 Denmark 5.2648 8.6853 4.8676 0.7167 0.1633 0.8413 0.0549 1.3625 7.4436 ... 4.7842 4.3703

 Euro 0.7073 1.1668 0.6539 0.0963 0.0219 0.1130 0.0074 0.1830 ... 0.1343 0.6427 0.5871

 Israel 3.8640 6.3744 3.5725 0.5260 0.1198 0.6174 0.0403 ... 5.4631 0.7339 3.5113 3.2075

 Japan 95.8950 158.1980 88.6603 13.0539 2.9741 15.3233 ... 24.8175 135.5811 18.2144 87.1416 79.6024

 Norway 6.2581 10.3240 5.7860 0.8519 0.1941 ... 0.0653 1.6196 8.8480 1.1887 5.6869 5.1948

 Russia 32.2436 53.1923 29.8110 4.3892 ... 5.1523 0.3362 8.3446 45.5876 6.1244 29.3004 26.7654

 Sweden 7.3461 12.1189 6.7919 ... 0.2278 1.1739 0.0766 1.9012 10.3863 1.3953 6.6755 6.0980

 Switzerland 1.0816 1.7843 ... 0.1472 0.0335 0.1728 0.0113 0.2799 1.5292 0.2054 0.9829 0.8978

 U.K. 0.6062 ... 0.5604 0.0825 0.0188 0.0969 0.0063 0.1569 0.8570 0.1151 0.5508 0.5032

 U.S. ... 1.6497 0.9246 0.1361 0.0310 0.1598 0.0104 0.2588 1.4138 0.1899 0.9087 0.8301

Source: Thomson Reuters via WSJ Market Data Group

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

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

Corn (cents/bu.) CBOT 331.00 0.50 0.15% 707.00 302.00
Soybeans (cents/bu.) CBOT 1038.50 28.50 2.82 1,557.50 670.00
Wheat (cents/bu.) CBOT 512.50 –7.50 –1.44% 1,155.75 510.75
Live cattle (cents/lb.) CME 87.675 –0.650 –0.74 118.500 81.250
Cocoa ($/ton) ICE-US 2,862 –76 –2.59 3,217 1,961
Coffee (cents/lb.) ICE-US 140.05 1.05 0.76 189.00 112.00
Sugar (cents/lb.) ICE-US 21.92 –0.08 –0.36 22.44 11.05
Cotton (cents/lb.) ICE-US 64.00 0.25 0.39 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,465.00 65 2.71 2,685 1,965
Cocoa (pounds/ton) LIFFE 1,790 –33 –1.81 1,985 1,177
Robusta coffee ($/ton) LIFFE 1,452 –11 –0.75 2,324 1,250

Copper (cents/lb.) COMEX 273.65 –3.40 –1.23 375.35 129.55
Gold ($/troy oz.) COMEX 947.60 0.70 0.07 1,060.00 494.00
Silver (cents/troy oz.) COMEX 1434.50 –1.00 –0.07 2,009.00 886.00
Aluminum ($/ton) LME 1,985.00 –47.00 –2.31 2,811.00 1,288.00
Tin ($/ton) LME 14,785.00 –140.00 –0.94 21,400.00 9,750.00
Copper ($/ton) LME 6,136.00 –64.00 –1.03 7,761.00 2,815.00
Lead ($/ton) LME 1,830.00 –78.00 –4.09 2,115.00 870.00
Zinc ($/ton) LME 1,867.00 –37.00 –1.94 1,904.00 1,065.00
Nickel ($/ton) LME 20,295 –195 –0.95 21,195 9,000

Crude oil ($/bbl.) NYMEX 69.45 –1.15 –1.63 142.60 44.28
Heating oil ($/gal.) NYMEX 1.9117 –0.0159 –0.82 4.0400 1.2589
RBOB gasoline ($/gal.) NYMEX 2.0422 0.0148 0.73 3.0875 1.1450
Natural gas ($/mmBtu) NYMEX 3.541 –0.100 –2.75 12.059 3.366
Brent crude ($/bbl.) ICE-EU 72.96 –1.06 –1.43 116.93 44.75
Gas oil ($/ton) ICE-EU 600.25 –11.00 –1.80 1,086.00 411.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Aug. 11
Per In

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

Argentina peso-a 5.4168 0.1846 3.8313 0.2610

Brazil real 2.6223 0.3813 1.8548 0.5392

Canada dollar 1.5559 0.6427 1.1005 0.9087
1-mo. forward 1.5558 0.6428 1.1004 0.9088

3-mos. forward 1.5555 0.6429 1.1002 0.9089
6-mos. forward 1.5549 0.6431 1.0998 0.9093

Chile peso 778.54 0.001284 550.65 0.001816
Colombia peso 2897.83 0.0003451 2049.60 0.0004879

Ecuador US dollar-f 1.4138 0.7073 1 1
Mexico peso-a 18.3621 0.0545 12.9873 0.0770

Peru sol 4.1603 0.2404 2.9425 0.3398
Uruguay peso-e 32.943 0.0304 23.300 0.0429

U.S. dollar 1.4138 0.7073 1 1
Venezuela bolivar 3.04 0.329385 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7032 0.5871 1.2047 0.8301
China yuan 9.6637 0.1035 6.8351 0.1463

Hong Kong dollar 10.9583 0.0913 7.7507 0.1290
India rupee 67.5184 0.0148 47.7550 0.0209

Indonesia rupiah 14025 0.0000713 9920 0.0001008
Japan yen 135.58 0.007376 95.90 0.010428

1-mo. forward 135.55 0.007378 95.87 0.010431
3-mos. forward 135.47 0.007382 95.82 0.010437

6-mos. forward 135.31 0.007391 95.70 0.010449
Malaysia ringgit-c 4.9633 0.2015 3.5105 0.2849

New Zealand dollar 2.1167 0.4724 1.4971 0.6680
Pakistan rupee 117.279 0.0085 82.950 0.0121

Philippines peso 67.582 0.0148 47.800 0.0209
Singapore dollar 2.0461 0.4887 1.4472 0.6910

South Korea won 1757.70 0.0005689 1243.20 0.0008044
Taiwan dollar 46.538 0.02149 32.916 0.03038
Thailand baht 48.135 0.02078 34.045 0.02937

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

Euro zone euro 1 1 0.7073 1.4139

1-mo. forward 1.0000 1.0000 0.7073 1.4139

3-mos. forward 1.0000 1.0000 0.7073 1.4139

6-mos. forward 1.0001 0.9999 0.7074 1.4137

Czech Rep. koruna-b 25.812 0.0387 18.257 0.0548

Denmark krone 7.4436 0.1343 5.2648 0.1899

Hungary forint 273.06 0.003662 193.14 0.005178

Norway krone 8.8480 0.1130 6.2581 0.1598

Poland zloty 4.1843 0.2390 2.9595 0.3379

Russia ruble-d 45.588 0.02194 32.244 0.03101

Sweden krona 10.3863 0.0963 7.3461 0.1361

Switzerland franc 1.5292 0.6539 1.0816 0.9246

1-mo. forward 1.5288 0.6541 1.0813 0.9248

3-mos. forward 1.5278 0.6545 1.0806 0.9254

6-mos. forward 1.5256 0.6555 1.0791 0.9267

Turkey lira 2.1280 0.4699 1.5051 0.6644

U.K. pound 0.8570 1.1668 0.6062 1.6497

1-mo. forward 0.8571 1.1667 0.6062 1.6496

3-mos. forward 0.8572 1.1666 0.6063 1.6493

6-mos. forward 0.8574 1.1663 0.6064 1.6490

MIDDLE EAST/AFRICA
Bahrain dinar 0.5330 1.8761 0.3770 2.6525

Egypt pound-a 7.8348 0.1276 5.5415 0.1805

Israel shekel 5.4631 0.1830 3.8640 0.2588

Jordan dinar 1.0031 0.9969 0.7095 1.4094

Kuwait dinar 0.4068 2.4580 0.2878 3.4752

Lebanon pound 2122.90 0.0004711 1501.50 0.0006660

Saudi Arabia riyal 5.3022 0.1886 3.7502 0.2667

South Africa rand 11.5342 0.0867 8.1580 0.1226

United Arab dirham 5.1929 0.1926 3.6729 0.2723

SDR -f 0.9108 1.0979 0.6442 1.5522

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 600 226.35 –3.21 –1.40% 15.0% –22.4%

 15 DJ Stoxx 50 2315.69 –27.76 –1.18 12.1% –21.6%

 22 Euro Zone DJ Euro Stoxx 245.25 –3.76 –1.51 10.1% –24.4%

 18 DJ Euro Stoxx 50 2650.94 –42.67 –1.58 8.1% –22.9%

 11 Austria ATX 2301.06 –47.63 –2.03 31.4% –36.0%

 14 Belgium Bel-20 2262.40 –32.04 –1.40 18.5% –27.4%

 11 Czech Republic PX 1113.6 –39.3 –3.41 29.8% –23.0%

 17 Denmark OMX Copenhagen 299.93 –3.86 –1.27 32.6% –23.1%

 13 Finland OMX Helsinki 5821.07 –61.70 –1.05 7.7% –32.1%

 15 France CAC-40 3456.18 –48.36 –1.38 7.4% –23.5%

 23 Germany DAX 5285.81 –132.31 –2.44 9.9% –19.7%

 … Hungary BUX 17742.65 –732.49 –3.96 44.9% –14.5%

 12 Ireland ISEQ 2847.39 –19.21 –0.67 21.5% –37.7%

 11 Italy FTSE MIB 21268.51 –308.06 –1.43 9.3% –27.6%

 9 Netherlands AEX 284.17 –4.44 –1.54 15.5% –31.6%

 12 Norway All-Shares 345.76 –4.34 –1.24 28.0% –26.5%

 17 Poland WIG 35288.74 –532.74 –1.49 29.6% –14.9%

 14 Portugal PSI 20 7481.99 –11.19 –0.15 18.0% –13.4%

 … Russia RTSI 1033.72 –31.42 –2.95% 63.6% –42.7%

 10 Spain IBEX 35 10831.9 –91.1 –0.83 17.8% –9.7%

 15 Sweden OMX Stockholm 266.99 –5.06 –1.86 30.7% –7.0%

 13 Switzerland SMI 5949.98 –57.57 –0.96 7.5% –18.5%

 … Turkey ISE National 100 43678.98 –1006.64 –2.25 62.6% 5.3%

 12 U.K. FTSE 100 4671.34 –50.86 –1.08 5.3% –15.6%

 34 ASIA-PACIFIC DJ Asia-Pacific 115.47 1.17 1.02% 23.4% –11.8%

 … Australia SPX/ASX 200 4332.0 27.9 0.65 16.4% –14.3%

 … China CBN 600 28318.80 119.03 0.42 91.8% 44.7%

 20 Hong Kong Hang Seng 21074.21 144.69 0.69 46.5% –2.6%

 18 India Sensex 15074.59 64.82 0.43 56.3% –0.9%

 … Japan Nikkei Stock Average 10585.46 61.20 0.58 19.5% –20.4%

 … Singapore Straits Times 2597.30 47.95 1.88 47.4% –7.8%

 11 South Korea Kospi 1579.21 3.10 0.20 40.4% 0.1%

 18 AMERICAS DJ Americas 261.32 –3.79 –1.43 15.6% –22.3%

 … Brazil Bovespa 55713.98 –1116.03 –1.96 48.4% 1.2%

 18 Mexico IPC 27854.59 –450.73 –1.59 24.5% 3.9%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Aug. 11, 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* 270.00 –0.23% 18.6% –21.9%

2.80% 19 World (Developed Markets) 1,060.15 –0.29% 15.2% –22.4%

2.50% 20 World ex-EMU 124.28 –0.22% 15.5% –21.1%

2.60% 21 World ex-UK 1,056.95 –0.20% 14.4% –21.9%

3.50% 18 EAFE 1,442.28 –0.20% 16.6% –24.2%

2.40% 16 Emerging Markets (EM) 854.78 0.22% 50.7% –18.0%

4.00% 12 EUROPE 79.86 –0.52% 15.0% –19.5%

4.20% 13 EMU 161.54 –0.65% 13.7% –28.8%

3.70% 15 Europe ex-UK 87.35 –0.42% 12.6% –19.5%

4.90% 10 Europe Value 91.26 –0.30% 17.7% –18.5%

3.00% 16 Europe Growth 67.88 –0.76% 12.3% –20.5%

3.20% 15 Europe Small Cap 141.01 0.05% 39.7% –16.0%

2.40% 8 EM Europe 234.07 –0.72% 47.4% –38.8%

4.50% 9 UK 1,405.28 –0.19% 6.9% –12.3%

2.90% 14 Nordic Countries 124.92 –1.14% 27.4% –23.0%

1.80% 7 Russia 619.04 –1.54% 50.2% –49.0%

3.60% 12 South Africa 663.26 0.00% 14.6% –3.5%

2.90% 19 AC ASIA PACIFIC EX-JAPAN 362.64 0.57% 46.6% –13.0%

1.70%-118 Japan 601.59 1.32% 13.5% –26.8%

2.10% 18 China 61.47 2.43% 50.7% –3.2%

1.00% 20 India 596.04 –0.70% 61.4% 3.9%

0.90% 23 Korea 439.93 –0.20% 43.3% 1.0%

2.80% 31 Taiwan 250.96 0.20% 44.8% –6.7%

2.00% 25 US BROAD MARKET 1,115.23 –0.32% 13.5% –20.1%

1.50% -44 US Small Cap 1,504.76 –0.12% 20.7% –18.1%

3.50% 14 EM LATIN AMERICA 3,400.78 –0.01% 63.7% –21.6%

*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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U.S. cities tolerate homeless camps
With shelters full,
fewer areas take steps
to disperse dwellers

By Brody Mullins

And T.W. Farnam

WASHINGTON—U.S. House lead-
ers late Monday dropped plans to
spend $550 million on Air Force pas-
senger planes for use by senior gov-
ernment officials, a sum that more
than doubled the Pentagon’s official
request and had drawn strong public
criticism.

“If the Department of Defense
does not want these aircraft, they
will be eliminated from the bill,” said
Rep. John Murtha (D., Pa.), the chair-
man of the House panel that sought
the aircraft order.

The House will seek only $220
million to purchase one Gulfstream

plane and three Boeing Co.
aircraft,which was the orig-
inal request by Department
of Defense officials.

Democratic Speaker
Nancy Pelosi of California
supportedMr.Murtha’sdeci-
siontoretreatfromthelarger
order,her spokesman said.

The reversal by House
leaders came after several
daysof mounting opposition
fromthePentagon,U.S.sena-
tors andother House lawmakers.

Before departing for its August re-
cess, the House approved funds to buy
a total of eight planes: three Gulf-
stream jets and five military versions
of a Boeing 737 for a total cost of $550

million. Lawmakers said the
additional executive jets
wereneededtoreplaceanag-
ing fleet of planes that were
more expensive to operate
andmaintain.

The Department of De-
fensehadaskedCongressfor
money to purchase four
planes:oneGulfstreamVand
one new business-class
equivalent of a Boeing 737. It
also sought the authority to

purchase two 737s that were already
being leasedby government officials.

The Air Force version of the Gulf-
stream V each costs $66 million, ac-
cordingtotheDepartmentofDefense,
and the 737s cost about $70 million.

The House plan to buy eight
planes was tucked into a $636 billion
bill to fund the Defense Department
for the next fiscal year.

After the $550 million plane deal
became public, the Pentagon said it
did not request and did not want that
many planes.

Geoff Morrell, a spokesman for
Defense Secretary Robert Gates,
said Friday that spending on the ex-
tra planes would force the military
“to take money from things we do
need to fund and redirect it for
things we don’t need. And in a time
of war we just can’t afford that.”

On Sunday, at least a half-dozen
senators said they were opposed to
the additional funds.

House retreats from plan to purchase jets

By Jennifer Levitz

NASHVILLE, Tenn.—Last sum-
mer, police responding to com-
plaints about campfires under a
highway overpass found dozens of
homeless people living on public
land along the Cumberland River.

Eviction notices went up—and
then were suspended by Nashville
Mayor Karl Dean, a Democrat, who
said housing for the homeless
should be found first.

A year later, little has been found—
and Nashville, with help from local
nonprofits, is now servicing a tent
city, arranging for portable toilets,
trash pickup, a mobile medical van
and visits from social workers. Vol-
unteers bring in firewood for the
camp’s 60 or so dwellers.

Nashville is one of several U.S. cit-
ies that these days are accommodat-
ing the homeless and their encamp-
ments, instead of dispersing them.
With local shelters at capacity,
“there is no place to put them,” said
Clifton Harris, director of Nash-
ville’s Metropolitan Homeless Com-
mission, says of tent-city dwellers.

In Florida, Hillsborough County
plans to consider a proposal Tues-
day by Catholic Charities to run an
emergency tent city in Tampa for
more than 200 people. Dave Rogoff,
the county health and services direc-
tor, said he preferred to see a “hard
roof over people’s heads.” But that
takes real money, he said: “We’re try-
ing to cut $110 million out of next
year’s budget.”

Ontario, a city of 175,000 resi-
dents about 65 kilometers east of
Los Angeles, provides guards and ba-
sic city services for a tent city on
public land.

A church in Lacey, Wash., near
the state capital of Olympia, re-
cently started a homeless camp in
its parking lot after the city changed
local ordinances to permit it. The
City Council in Ventura, Calif., last
month revised its laws to permit
sleeping in cars overnight in some
areas. City Manager Rick Cole said
most of the car campers are tempo-
rarily unemployed, “and in this econ-
omy, temporary can go on a long
time.”

Some communities may be “less
inclined to crack down quite as hard
on people” because of the recession,
said Barry Lee, a professor of sociol-
ogy and demography at Pennsylva-

nia State University.
Municipal leniency isn’t univer-

sal. New York City officials last
month shut down a tent city on a va-
cant lot in East Harlem. It was
erected partly as shelter and partly
to campaign for more-affordable
housing. Seattle authorities have re-
peatedly booted off public land a
tent city that popped up last year.

Anticipating Tuesday’s vote on
the homeless proposal in Tampa,
hundreds of neighbors in a nearby
325-house subdivision have formed
the “Stop Tent City” coalition. They
are gathering petitions, passing out
lawn signs and threatening lawsuits.
Hal Hart, a paralegal and a neighbor
who is part of the coalition, testified
at the county meeting that a tent
city would “devalue my home” and
“devalue my community.” He lives
90 meters from the proposed park.

Some homeless are battling men-
tal illness or addictions, or both. Mu-
nicipal officials in the U.S. acknowl-
edge the tent cities can breed crime
and unsanitary conditions, but with
public shelter scarce, they say they
have to weigh whether to spend po-
lice time to break up encampments
that are likely to resurface elsewhere.

Pastors in Champaign, Ill., last
week asked the City Council to allow
people to live in organized tent com-
munities of as many as 50 people. Le-
galizing the camps is more compas-
sionate and cost-effective than forc-

ing “poor people who are camping
because they have a lack of better
choices to constantly have to fear be-
ing rousted and cited by police,”
says Joan Burke, advocacy director
for Sacramento Loaves & Fishes, a
homeless-assistance agency.

In Nashville, Mr. Harris, director
of the city’s homeless commission,
said tent cities have existed for
years, but he has seen the numbers
surge. He now knows of 30 encamp-
ments. While some people are chroni-
cally homeless, he said, foreclosures
have forced others into the streets,
as has Tennessee’s 10.8% unemploy-
ment rate, the highest in 25 years.

Nashville estimates that on any
given day, the city has 4,000 home-
less people and 765 shelter beds.
About 25% of the homeless have
jobs, Mr. Harris said, but can’t af-
ford housing. A nonprofit coalition
of 160 churches called Room in the
Inn said it received 816 requests for
financial assistance to ward off evic-
tions or electricity shutoffs in July,
up from 499 in July 2008.

More housing could be available
soon. Tennessee will receive $53 mil-
lion in federal stimulus money to
help pay for the development of af-
fordable rental housing across the
state, the federal government an-
nounced last month.

While no one is suggesting that
the tent city that popped up on po-
lice radar last summer is a perma-

nent solution, local churches and
synagogues are trying to give resi-
dents there a sense of order. The Ot-
ter Creek Church of Christ built resi-
dents a shower, with a fiberglass
stall, plywood door and garden
hose, and on Friday, associate minis-
ter Doug Sanders went to the tent
city in what is the start of a church
project to help residents institute
some type of formal rules.

The city and local nonprofits
have found permanent housing for
about 25 people from the tent city.

Many haven’t been so lucky.
David Olson, 47 years old, said last
week he and his wife wound up un-
der the Nashville overpass after he
lost a job making cement pipes in
Iowa four months ago. The couple
came to Nashville for a remodeling
job that turned out to be a scam.
“I’ve got five years’ experience in
carpentry and 10 years’ roofing and
I can’t find a job,” he said.

Mr. Olson, his arms and shirt
caked with dirt, said life is hard in the
swampy woods. The couple woke up
to mud after a night of rain. His wife
said she is frightened by the dogs
that roam around the encampment.

As mosquitoes buzzed, they tried
to set up camp on higher ground.
They struggled to secure a tarpaulin
over their tent to keep out the rain.
Mr. Olson’s wife, holding onto a pole
to prop up the tarp, cried. “I’m not
used to living like this.”

The Mossberg Solution

Jack ‘Cowboy’ Adkins, 63 years old, sits in what he calls his office at his home in a tent city in Nashville, Tenn., last week.

John Murtha

Ahead of the Curve
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ECONOMY & POLITICS

By Tom Barkley

U.S. productivity staged its biggest
gain in nearly six years in the second
quarter despite the contraction in the
overall economy, suggesting compa-
nies have adjusted to the recession by
cutting jobs and workers’ hours.

Nonfarm business productivity
rose a higher-than-expected 6.4% at
an annual rate last quarter, the most
since the third quarter of 2003, the
Labor Department said in prelimi-
nary figures released Tuesday.

Productivity, which is defined as
output per hour worked, rose 0.3%
in the first quarter of the year, re-
vised downward from 1.6%.

Unit labor costs—a key gauge of
inflationary pressure—fell 5.8% last
quarter at an annual rate.

The data help explain why compa-
nies have been able to post good
earnings figures, having moved
quickly to slash jobs and cut costs.

“In short, good macro news, but
it reflects painful job losses,” Ian
Shepherdson, chief U.S. economist
at High Frequency Economics Ltd.,
said in a note to clients.

Over the long run, productivity is
key to improved living standards by
spurring rising output, employ-
ment, incomes and asset values.
While the jump in productivity
could suggest that the economy is
poised for a strong recovery once it
reaches bottom, that could be offset
by the negative impact on consumer
demand from job losses.

Labor market conditions are ex-
pected to remain difficult, though the
247,000 drop in nonfarm payrolls in
July was the smallest decline since
August 2008. The economy has also
shown signs of stabilization, with
gross domestic product registering a
1% contraction in the second quarter.

In a separate release Tuesday,
the Commerce Department said
wholesale inventories dropped 1.7%
to $393.9 billion in June. The weak
inventories suggest the economy ac-
tually contracted at a 1.8% rate in
the second quarter, according to a
J.P. Morgan note to clients. The gov-
ernment will revise its GDP estimate
at the end of August.

Joshua Shapiro, chief U.S. econo-
mist at MFR Inc., said that despite
signs of improvement in the econ-
omy, the job market will likely re-
main tight.

“Looking ahead, stabilizing out-
put ought to prompt a less aggres-
sive approach to cost-cutting on the
labor front, hence a commensu-
rately slower rate of decline in
hours worked,” he said in a note.
“However, we do expect efforts to
boost productivity to continue, and
therefore any labor market recov-
ery to be late in arriving and tepid
when it does begin.”

Productivity leaps
in U.S. as firms
move to cut costs

Jo
sh

A
nd

er
so

n
fo

r
Th

e
W

al
lS

tr
ee

t
Jo

ur
na

l

T H E WA L L ST R E ET JO U R NA L . WEDNESDAY, AUGUST 12, 2009 9

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 08/10 USD 319.01 29.9 4.2 3.8
Sel Emerg Mkt Equity GL EQ GGY 08/10 USD 187.63 43.2 –15.4 –10.5
Sel Euro Equity EUR US EQ GGY 08/10 EUR 88.70 19.7 –22.1 –23.5
Sel European Equity EU EQ GGY 08/10 USD 166.52 21.1 –27.6 –21.0
Sel Glob Equity GL EQ GGY 08/10 USD 174.67 21.6 –23.0 –19.6
Sel Glob Fxd Inc GL BD GGY 08/10 USD 134.54 4.3 –6.3 –2.4
Sel Pacific Equity AS EQ GGY 08/10 USD 128.15 41.7 –11.2 –8.6
Sel US Equity US EQ GGY 08/10 USD 114.11 13.2 –23.8 –17.4
Sel US Sm Cap Eq US EQ GGY 08/10 USD 158.27 21.0 –24.2 –19.4

n SEB Sicav 2
Nordic Small Cap -C- OT OT LUX 08/11 EUR 113.02 NS NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 08/10 EUR 24.13 –8.0 –51.3 –48.3
MP-TURKEY.SI OT OT SVN 08/10 EUR 30.82 57.8 –19.1 –21.1

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 08/10 EUR 3.11 48.1 –57.9 –42.7
Parex Eastern Europ Bal OT OT LVA 08/10 EUR 12.33 43.7 –10.3 –6.0
Parex Eastern Europ Bd EU BD LVA 08/10 USD 13.12 50.5 –6.9 –1.2
Parex Russian Eq EE EQ LVA 08/10 USD 15.91 83.7 –35.4 –21.0

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 08/11 USD 153.06 38.0 –14.1 –13.5
PF (LUX)-Asian Eq-Pca AS EQ LUX 08/11 USD 146.14 37.3 –14.8 –14.2
PF (LUX)-Biotech-Pca OT EQ LUX 08/10 USD 280.45 –1.6 –25.2 –4.8
PF (LUX)-CHF Liq-Pca CH MM LUX 08/10 CHF 124.20 0.2 0.5 1.3
PF (LUX)-CHF Liq-Pdi CH MM LUX 08/10 CHF 93.74 0.2 0.5 1.3
PF (LUX)-Digital Comm-Pca OT EQ LUX 08/10 USD 102.20 25.7 –5.1 –7.1
PF (LUX)-East Eu-Pca EU EQ LUX 08/10 EUR 252.76 89.3 –30.1 –24.9
PF (LUX)-Emg Mkts-Pca GL EQ LUX 08/11 USD 450.44 48.1 –20.5 –14.9
PF (LUX)-Eu Indx-Pca EU EQ LUX 08/10 EUR 91.16 19.2 –17.8 –17.9
PF (LUX)-EUR Bds-Pca EU BD LUX 08/10 EUR 377.35 1.0 4.4 2.1
PF (LUX)-EUR Bds-Pdi EU BD LUX 08/10 EUR 287.16 1.0 4.4 2.1
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 08/10 EUR 141.31 13.1 8.0 3.6
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 08/10 EUR 99.34 13.1 8.0 3.6
PF (LUX)-EUR HiYld-Pca EU BD LUX 08/10 EUR 132.77 47.2 1.4 –4.1
PF (LUX)-EUR HiYld-Pdi EU BD LUX 08/10 EUR 76.97 47.2 1.4 –4.1
PF (LUX)-EUR Liq-Pca EU MM LUX 08/10 EUR 135.77 0.8 2.0 2.9
PF (LUX)-EUR Liq-Pdi EU MM LUX 08/10 EUR 97.85 0.8 2.0 2.9
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 08/10 EUR 102.37 0.5 1.8 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 08/10 EUR 101.00 0.5 1.7 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 08/10 EUR 363.75 18.9 –21.7 –23.4
PF (LUX)-EuSust Eq-Pca EU EQ LUX 08/10 EUR 119.23 17.9 –17.9 –20.9
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 08/10 USD 228.47 20.6 14.0 9.5
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 08/10 USD 155.42 20.6 14.0 9.5
PF (LUX)-Gr China-Pca AS EQ LUX 08/11 USD 317.46 49.2 –1.8 –5.1
PF (LUX)-Indian Eq-Pca EA EQ LUX 08/11 USD 295.06 54.0 –15.9 –10.6
PF (LUX)-Jap Index-Pca JP EQ LUX 08/11 JPY 9372.63 15.1 –24.0 –22.5
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 08/11 JPY 8176.12 12.0 –29.0 –27.5
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 08/11 JPY 7949.86 11.6 –29.5 –27.9
PF (LUX)-JpEq130/30-Pca JP EQ LUX 08/11 JPY 4599.39 17.2 –23.5 –22.8
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 08/11 USD 230.71 45.7 –10.4 –8.3
PF (LUX)-Piclife-Pca CH BA LUX 08/10 CHF 758.60 10.0 –4.3 –6.0
PF (LUX)-PremBrnds-Pca OT EQ LUX 08/10 EUR 55.76 26.3 –11.1 –17.5
PF (LUX)-Rus Eq-Pca OT OT LUX 08/10 USD 46.98 105.7 –36.4 NS
PF (LUX)-Security-Pca GL EQ LUX 08/10 USD 86.27 20.7 –10.7 –11.9
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 08/10 EUR 407.21 24.8 –21.2 –21.5
PF (LUX)-US Eq-Ica US EQ LUX 08/10 USD 92.37 13.1 –22.8 –13.7
PF (LUX)-USA Index-Pca US EQ LUX 08/10 USD 81.51 12.4 –21.0 –15.5
PF (LUX)-USD Gov Bds-Pca US BD LUX 08/10 USD 501.19 –5.5 4.1 5.6
PF (LUX)-USD Gov Bds-Pdi US BD LUX 08/10 USD 367.76 –5.5 4.1 5.6
PF (LUX)-USD Liq-Pca US MM LUX 08/10 USD 130.93 0.6 1.2 2.3

PF (LUX)-USD Liq-Pdi US MM LUX 08/10 USD 85.49 0.6 1.2 2.3
PF (LUX)-USD Sov Liq-Pca OT OT LUX 08/10 USD 101.56 0.3 1.3 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 08/10 USD 100.85 0.3 1.3 NS
PF (LUX)-Water-Pca GL EQ LUX 08/10 EUR 113.16 9.9 –17.3 –14.2
PF (LUX)-WldGovBds-Pca GL BD LUX 08/11 USD 159.87 –3.0 5.9 7.7
PF (LUX)-WldGovBds-Pdi GL BD LUX 08/11 USD 132.33 –3.0 5.9 7.7

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 08/10 USD 11.12 41.8 –12.2 –12.7
Japan Fund USD JP EQ IRL 08/11 USD 16.38 11.5 8.7 –5.1
Polar Healthcare Class I USD OT OT IRL 08/10 USD 11.59 NS NS NS
Polar Healthcare Class R USD OT OT IRL 08/10 USD 11.59 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 89.0 –6.9 –2.0

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 08/10 EUR 631.98 12.2 –21.8 NS
Core Eurozone Eq B EU EQ IRL 08/10 EUR 753.58 14.6 –18.3 NS
Euro Fixed Income A EU BD IRL 08/10 EUR 1189.16 5.0 –1.8 –3.0
Euro Fixed Income B EU BD IRL 08/10 EUR 1266.55 5.4 –1.2 –2.4
Euro Small Cap A EU EQ IRL 08/10 EUR 1080.83 27.5 –21.7 –25.7
Euro Small Cap B EU EQ IRL 08/10 EUR 1155.05 28.0 –21.2 –25.2
Eurozone Agg Eq A EU EQ IRL 08/10 EUR 588.98 18.5 –20.9 –21.6
Eurozone Agg Eq B EU EQ IRL 08/10 EUR 844.47 19.0 –20.4 –21.1
Glbl Bd (EuroHdg) A GL BD IRL 08/10 EUR 1318.15 10.1 3.5 1.5
Glbl Bd (EuroHdg) B GL BD IRL 08/10 EUR 1395.85 10.5 4.2 2.2
Glbl Bd A EU BD IRL 08/10 EUR 1056.21 7.7 8.2 1.0
Glbl Bd B EU BD IRL 08/10 EUR 1122.23 8.2 8.9 1.6
Glbl Real Estate A OT EQ IRL 08/10 USD 800.40 20.1 –28.2 –22.1
Glbl Real Estate B OT EQ IRL 08/10 USD 823.22 20.5 –27.8 –21.6
Glbl Real Estate EH-A OT EQ IRL 08/10 EUR 732.07 16.7 –28.8 –23.4
Glbl Real Estate SH-B OT EQ IRL 08/10 GBP 68.53 15.6 –29.7 –23.0
Glbl Strategic Yield A EU BD IRL 08/10 EUR 1439.82 27.4 –0.9 –1.1
Glbl Strategic Yield B EU BD IRL 08/10 EUR 1537.26 27.8 –0.2 –0.4
Japan Equity A JP EQ IRL 08/10 JPY 12461.00 20.6 –19.8 –22.3
Japan Equity B JP EQ IRL 08/10 JPY 13251.00 21.0 –19.3 –21.8
PacBasn (Ex-Jap) Eq A AS EQ IRL 08/10 USD 1972.18 53.3 –4.1 –8.0
PacBasn (Ex-Jap) Eq B AS EQ IRL 08/10 USD 2099.80 53.9 –3.5 –7.5
Pan European Eq A EU EQ IRL 08/10 EUR 866.66 20.6 –19.9 –20.4
Pan European Eq B EU EQ IRL 08/10 EUR 921.71 21.0 –19.5 –19.9
US Equity A US EQ IRL 08/10 USD 788.39 17.8 –22.5 –15.7
US Equity B US EQ IRL 08/10 USD 842.13 18.3 –22.1 –15.2
US Small Cap A US EQ IRL 08/10 USD 1171.23 16.5 –23.7 –17.2
US Small Cap B US EQ IRL 08/10 USD 1251.83 16.9 –23.2 –16.7

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 08/11 EUR 13.36 –5.4 14.6 11.4
Asset Sele C H-CHF OT OT LUX 08/11 CHF 92.83 NS NS NS
Asset Sele C H-GBP OT OT LUX 08/11 GBP 93.56 NS NS NS
Asset Sele C H-JPY OT OT LUX 08/11 JPY 9310.05 NS NS NS
Asset Sele C H-NOK OT OT LUX 08/11 NOK 107.08 –4.9 NS NS
Asset Sele C H-SEK OT OT LUX 08/11 SEK 134.20 –5.9 15.5 11.8
Asset Sele C H-USD OT OT LUX 08/11 USD 93.49 NS NS NS
Asset Sele D H-SEK OT OT LUX 08/11 SEK 125.95 –5.9 NS NS
Choice Global Value -C- GL EQ LUX 08/11 SEK 68.90 14.5 –24.5 –25.1
Choice Global Value -D- OT OT LUX 08/11 SEK 66.01 14.5 –24.5 NS
Choice Global Value -I- OT OT LUX 08/11 EUR 5.92 21.5 –30.8 –28.3
Choice Japan Fd -C- OT OT LUX 08/11 JPY 51.12 13.7 –23.1 –22.9
Choice Japan Fd -D- OT OT LUX 08/11 JPY 45.96 13.7 –23.1 –22.8
Choice Jpn Chance/Risk JP EQ LUX 08/11 JPY 53.11 18.6 –28.3 –26.7
Choice NthAmChance/Risk US EQ LUX 08/11 USD 3.53 26.0 –26.2 –14.9
Ethical Europe Fd OT OT LUX 08/11 EUR 1.75 17.1 –26.6 –25.0
Europe 1 Fd OT OT LUX 08/11 EUR 2.51 20.4 –25.4 –24.9
Europe 3 Fd EU EQ LUX 08/11 EUR 3.66 19.8 –25.5 –25.0
Global Chance/Risk Fd GL EQ LUX 08/11 EUR 0.54 14.8 –19.2 –19.0
Global Fd -C- OT OT LUX 08/11 USD 1.91 14.5 –25.3 –18.2
Global Fd -D- OT OT LUX 08/11 USD 1.19 14.5 NS NS
Nordic Fd OT OT LUX 08/11 EUR 4.98 24.8 –13.2 –13.7

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 08/11 USD 6.60 45.7 –6.5 –9.4
Choice Asia ex. Japan -D- OT OT LUX 08/11 USD 1.16 45.6 NS NS
Currency Alpha EUR -IC- OT OT LUX 08/11 EUR 10.48 –4.0 –2.3 1.3
Currency Alpha EUR -RC- OT OT LUX 08/11 EUR 10.39 –4.3 –2.7 0.8

Currency Alpha SEK -ID- OT OT LUX 08/11 SEK 97.45 –7.8 –6.2 NS
Currency Alpha SEK -RC- OT OT LUX 08/11 SEK 107.72 –4.3 –2.7 0.8
Generation Fd 80 OT OT LUX 08/11 SEK 7.30 14.4 –11.0 NS
Nordic Focus EUR NO EQ LUX 08/11 EUR 67.96 36.2 –18.4 NS
Nordic Focus NOK NO EQ LUX 08/11 NOK 74.72 36.2 –18.4 NS
Nordic Focus SEK NO EQ LUX 08/11 SEK 75.01 36.2 –18.4 NS
Russia Fd OT OT LUX 08/11 EUR 6.55 96.1 –29.7 –20.7

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 08/11 USD 1.63 17.4 –21.5 –15.7
Ethical Glbl Fd -C- OT OT LUX 08/11 USD 0.75 14.1 NS NS
Ethical Glbl Fd -D- OT OT LUX 08/11 USD 0.73 21.9 –20.5 –16.6
Ethical Sweden Fd NO EQ LUX 08/11 SEK 37.24 35.1 –0.7 –9.6
Index Linked Bd Fd SEK OT BD LUX 08/11 SEK 12.82 0.6 1.7 4.4
Medical Fd OT EQ LUX 08/11 USD 2.95 2.7 –18.7 –9.4
Short Medium Bd Fd SEK NO MM LUX 08/11 SEK 8.80 1.1 1.8 2.7
Technology Fd -C- OT OT LUX 08/11 USD 0.18 NS NS NS
Technology Fd -D- OT OT LUX 08/11 USD 2.15 37.9 –15.4 –9.3
World Fd -C- OT OT LUX 08/11 USD 25.71 NS NS NS
World Fd -D- OT OT LUX 08/11 USD 1.95 21.7 –17.3 –11.8

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 08/11 EUR 1.27 0.1 0.2 1.4
Short Bond Fd EUR -D- OT OT LUX 08/11 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 08/11 SEK 21.93 1.7 2.0 2.9
Short Bond Fd USD US MM LUX 08/11 USD 2.49 –0.2 0.4 1.7

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 08/11 SEK 10.17 1.1 –1.5 0.3
Alpha Bond Fd SEK -B- NO BD LUX 08/11 SEK 8.80 1.1 –1.5 0.3
Alpha Bond Fd SEK -C- NO BD LUX 08/11 SEK 25.46 1.0 –1.6 0.2
Alpha Bond Fd SEK -D- NO BD LUX 08/11 SEK 7.93 1.0 –1.6 0.2
Alpha Short Bd SEK -A- NO MM LUX 08/11 SEK 11.07 2.4 2.8 3.3
Alpha Short Bd SEK -B- NO MM LUX 08/11 SEK 10.13 2.4 2.8 3.3
Alpha Short Bd SEK -C- NO MM LUX 08/11 SEK 21.65 2.4 2.7 3.2
Alpha Short Bd SEK -D- NO MM LUX 08/11 SEK 8.19 2.4 2.7 3.2
Bond Fd SEK -C- NO BD LUX 08/11 SEK 42.13 1.4 9.8 6.2
Bond Fd SEK -D- NO BD LUX 08/11 SEK 12.24 1.5 9.9 5.6
Corp. Bond Fd EUR -C- EU BD LUX 08/11 EUR 1.21 10.9 2.8 1.4
Corp. Bond Fd EUR -D- EU BD LUX 08/11 EUR 0.93 11.0 2.9 1.2
Corp. Bond Fd SEK -C- NO BD LUX 08/11 SEK 11.98 11.5 –0.5 0.0
Corp. Bond Fd SEK -D- NO BD LUX 08/11 SEK 9.06 11.5 –0.5 0.1
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 08/11 EUR 102.64 –1.2 4.1 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 08/11 EUR 107.05 3.4 8.7 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 08/11 SEK 1109.29 3.4 8.7 NS
Flexible Bond Fd -C- NO BD LUX 08/11 SEK 21.32 2.2 5.8 4.5
Flexible Bond Fd -D- NO BD LUX 08/11 SEK 11.66 2.2 5.8 4.5

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 08/11 USD 2.26 46.9 –14.0 –8.0
Eastern Europe Fd OT OT LUX 08/11 EUR 2.19 29.4 –27.3 –22.2

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 08/11 SEK 27.36 63.0 12.0 –13.2
Eastern Europe SmCap Fd OT OT LUX 08/11 EUR 2.04 57.9 –27.5 –27.3
Europe Chance/Risk Fd EU EQ LUX 08/11 EUR 926.05 21.4 –28.0 –26.8
Listed Private Equity -C- OT OT LUX 08/11 EUR 118.07 43.3 NS NS
Listed Private Equity -IC- OT OT LUX 08/11 EUR 68.46 65.7 NS NS
Listed Private Equity -ID- OT OT LUX 08/11 EUR 66.47 61.1 NS NS
Nordic Small Cap -IC- OT OT LUX 08/11 EUR 113.22 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 08/11 SEK 76.97 –3.9 –22.0 –14.9
Asset Sele Defensive Acc EUR -C- OT OT LUX 08/11 EUR 98.32 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 08/11 SEK 98.43 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 08/11 USD 99.55 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 08/11 SEK 70.32 –3.9 –22.0 –16.2
Asset Sele Opp C H NOK OT OT LUX 08/11 NOK 96.10 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 08/11 SEK 95.26 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 08/11 EUR 95.85 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 08/11 GBP 95.75 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 08/11 SEK 95.95 NS NS NS
Asset Sele Original C EUR OT OT LUX 08/11 EUR 98.69 NS NS NS
Asset Sele Original D GBP OT OT LUX 08/11 GBP 98.77 NS NS NS
Asset Sele Original ID GBP OT OT LUX 08/11 GBP 98.65 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 08/06 AED 5.84 27.4 –52.2 –17.2

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 08/10 EUR 29.12 2.7 –5.5 1.8
Bonds Eur Corp A OT OT LUX 08/07 EUR 22.41 8.1 3.9 0.8
Bonds Eur Hi Yld A OT OT LUX 08/07 EUR 18.94 42.5 –0.5 –5.8
Bonds EURO A OT OT LUX 08/10 EUR 40.53 2.7 8.8 5.4
Bonds Europe A OT OT LUX 08/10 EUR 39.09 3.2 8.5 5.0
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 08/10 USD 35.26 11.8 12.2 8.2
Bonds World A OT OT LUX 08/10 USD 40.78 2.4 6.6 8.5
Eq. China A OT OT LUX 08/10 USD 22.01 47.3 5.1 –8.1
Eq. ConcentratedEuropeA OT OT LUX 08/10 EUR 24.67 19.8 –21.7 –22.5
Eq. Eastern Europe A OT OT LUX 08/10 EUR 19.28 45.9 –38.2 –31.2
Eq. Equities Global Energy OT OT LUX 08/10 USD 16.00 12.2 –29.9 –14.0
Eq. Euroland A OT OT LUX 08/10 EUR 9.67 5.4 –26.1 –25.5
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 08/10 EUR 16.03 16.7 –22.1 –19.2
Eq. EurolandFinancialA OT OT LUX 08/07 EUR 10.96 30.1 –22.8 –25.9
Eq. Glbl Emg Cty A OT OT LUX 08/10 USD 8.58 43.6 –17.0 –14.0
Eq. Global A OT OT LUX 08/10 USD 24.88 18.3 –19.5 –18.8
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 08/10 USD 25.41 21.5 9.2 0.3
Eq. Japan Sm Cap A OT OT LUX 08/10 JPY 1111.87 22.8 –10.1 –23.8
Eq. Japan Target A OT OT LUX 08/11 JPY 1817.65 16.1 –4.2 –11.3
Eq. Pacific A OT OT LUX 08/10 USD 8.93 39.8 –12.4 –11.7
Eq. US ConcenCore A OT OT LUX 08/10 USD 19.73 21.5 –16.5 –11.9
Eq. US Lg Cap Gr A OT OT LUX 08/10 USD 13.66 26.6 –26.4 –15.2
Eq. US Mid Cap A OT OT LUX 08/07 USD 26.18 30.6 –20.5 –13.3
Eq. US Multi Strg A OT OT LUX 08/10 USD 19.36 21.2 –25.5 –17.6
Eq. US Rel Val A OT OT LUX 08/10 USD 18.82 21.1 –24.9 –21.1
Eq. US Sm Cap Val A OT OT LUX 08/10 USD 15.06 16.4 –32.5 –25.4
Eq. US Value Opp A OT OT LUX 08/10 USD 14.85 14.6 –33.0 –26.0
Money Market EURO A OT OT LUX 08/10 EUR 27.36 0.8 2.5 3.4
Money Market USD A OT OT LUX 08/10 USD 15.82 0.5 1.5 2.6

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 08/11 JPY 9565.00 11.2 –24.3 –29.3
YMR-N Japan Fund OT OT IRL 08/11 JPY 10542.00 11.7 –25.4 –27.4
YMR-N Small Cap Fund OT OT IRL 08/11 JPY 7409.00 15.4 –16.6 –28.6

n Yuki 77 Series
Yuki 77 General JP EQ IRL 08/11 JPY 6572.00 11.3 –28.2 –29.1
Yuki 77 Growth JP EQ IRL 08/11 JPY 6118.00 3.4 –33.6 –33.3

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 08/11 JPY 6866.00 10.0 –27.4 –29.4
Yuki Chugoku JpnLowP JP EQ IRL 08/11 JPY 8662.00 5.8 –19.6 –24.0

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 08/11 JPY 7387.00 9.1 –27.9 –29.9

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 08/11 JPY 4878.00 7.2 –31.7 –29.9
Yuki Hokuyo Jpn Inc JP EQ IRL 08/11 JPY 5596.00 6.0 –26.2 –23.2
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 08/11 JPY 5437.00 15.6 –15.9 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 08/11 JPY 4644.00 9.3 –34.8 –33.3
Yuki Mizuho Jpn Dyn Gro OT OT IRL 08/11 JPY 4975.00 10.8 –34.0 –33.5
Yuki Mizuho Jpn Exc 100 OT OT IRL 08/11 JPY 7050.00 15.6 –28.5 –29.9
Yuki Mizuho Jpn Gen OT OT IRL 08/11 JPY 8929.00 11.3 –25.6 –29.8
Yuki Mizuho Jpn Gro OT OT IRL 08/11 JPY 6767.00 8.2 –24.4 –30.0
Yuki Mizuho Jpn Inc OT OT IRL 08/11 JPY 8061.00 1.4 –30.0 –26.5
Yuki Mizuho Jpn Lg Cap OT OT IRL 08/11 JPY 5391.00 8.2 –27.9 –28.5
Yuki Mizuho Jpn LowP OT OT IRL 08/11 JPY 12665.00 11.8 –15.1 –20.9
Yuki Mizuho Jpn PGth OT OT IRL 08/11 JPY 8555.00 12.0 –28.7 –30.6
Yuki Mizuho Jpn SmCp OT OT IRL 08/11 JPY 7437.00 21.3 –15.9 –28.2
Yuki Mizuho Jpn Val Sel OT OT IRL 08/11 JPY 6069.00 16.9 –21.2 –24.2
Yuki Mizuho Jpn YoungCo OT OT IRL 08/11 JPY 3051.00 27.8 –19.3 –35.6

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 08/11 JPY 5179.00 15.1 –32.2 –31.8

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 08/11 JPY 5632.00 10.5 –27.2 –30.1
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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 08/07 USD 784.98 74.0 –47.2 –29.1

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 07/17 EUR 1.46 5.9 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 08/07 USD 278.22 44.8 –57.3 –38.5
Antanta MidCap Fund EE EQ AND 08/07 USD 462.03 59.4 –67.5 –44.5
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

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

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

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

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

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

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

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

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

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

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

Advertisement [ ALTERNATIVE INVESTMENT FUNDS www.wsj.com/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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Clinton in Nigeria with full agenda
Election, corruption,
investment climate
will be addressed

Yukio Hatoyama, leader of the Democratic Party of Japan, pledged stronger ties
with China during a news conference Tuesday at DPJ headquarters in Tokyo.

By Tomoyuki Tachikawa

And Megumi Fujikawa

TOKYO—Bank of Japan Governor
Masaaki Shirakawa said Japan wasn’t
in danger of entering a deflationary
spiral, but expressed concern that fall-
ing consumer prices could continue.

Mr. Shirakawa said after the
bank’s two-day policy board meeting
that considering how sharp Japan’s
economic downturn has been, “it may
take time for falls in prices to end.”

But he said the BOJ had taken
measures that would help curb
any deterioration of demand and
supply conditions.

The BOJ “has been working to im-
prove such conditions by keeping
policy target rates at low levels and
stimulating corporate activities
through supporting firms’ fund rais-
ing,” he said.

Mr. Shirakawa’s remarks suggest
the BOJ believes its monetary policy is
the correct course for dealing with Ja-
pan’s economic crisis.The BOJis likely
to maintain accommodative mone-
tary conditions as long as economic
and price conditions remain fragile.

Earlier in the day, the BOJ policy
board voted unanimously to leave
the unsecured overnight call loan
rate target at 0.10%.

The board’s postmeeting state-
ment also expressed caution about
the recent fall in consumer prices,
noting that the rate of decline in Ja-
pan’s core consumer-price index
has accelerated.

Core CPI, which excludes volatile
fresh food prices, slid at its fastest
pace on record for the second
straight month in June, down 1.7%
from last year, government data
showed last month.

Meanwhile, the BOJ maintained
its overall economic assessment
from July, noting that economic con-
ditions in Japan “have stopped wors-
ening” as exports and production

pick up. The central bank held to its
prediction that the economy will
start recovering from the latter half
of the current fiscal year.

In recent months, the perception
has grown that Japan’s economy hit
bottom earlier this year and is recov-
ering quickly as a pickup in external
demand boosts exports, helping in-
dustrial production bounce back.

However, the jobless rate rose
to 5.4% in June, its highest level in
six years and just shy of its post-
war high of 5.5%. That has raised
fears that the deteriorating em-
ployment situation could choke off
private spending.

Declining consumer prices fuel concerns in Japan

By Will Connors

ABUJA, Nigeria—U.S. Secretary
of State Hillary Clinton arrived Tues-
day evening in Nigeria, where she
will hold talks with political and
business leaders and address the
shoddy electoral process, weak in-
vestment climate and rampant cor-
ruption in Africa’s second-largest
economy, among other issues.

Entering the backstretch of her
seven-nation African tour, Mrs. Clin-
ton is expected to echo the theme of
gentle reproach laid out by U.S. Presi-
dent Barack Obama on his visit to
Ghana last month, by prodding Nige-
ria to improve its voting system be-
fore a 2011 ballot and address violent
uprisings in the oil-producing Delta re-
gion and the Muslim northern region.

“Nigeria is probably the most im-
portant country in sub-Saharan Af-

rica,” Johnnie Carson, the State De-
partment’s top official for Africa,
told reporters on the eve of Mrs.
Clinton’s tour. Nigeria is the fifth-
largest supplier of oil to the U.S.,
and its “light sweet” crude oil is
prized for the ease with which it is
converted into gasoline.

“We are concerned about having
a good energy relationship with
them,” Mr. Carson said.
“We’d also like them to ad-
dress issues of corruption
and transparency. When
there is an absence of trans-
parency and when there is a
great deal of corruption, it
makes the business environ-
ment extremely difficult.”

Nigeria is the most popu-
lous nation in Africa and
was long its biggest oil pro-
ducer, until Angola recently
overtook it. But Nigeria
faces numerous domestic problems.

Unrest in the oil-producing Niger
Delta, where militants have shut
down production of more than one
million barrels a day of oil with pipe-
line attacks, has cost the govern-

ment billions of dollars in revenue
and dented foreign investor interest.

Clashes last month between a
homegrown Islamic fundamentalist
sectand securityforces innorthern Ni-
geria left more than 800 people dead,
including the group’s leader, who was
killed while in police custody.

The sect, known locally as Boko
Haram, meaning “Western education

is prohibited,” has attracted
a devoted following over the
past several years amid pov-
erty and disillusionment
with the local political and
religious leadership.

During her visit, Mrs.
Clinton will meet with Pres-
ident Umaru Yar’Adua,
whose 2007 election was
widely condemned as
flawed by local and interna-
tional observers.

The 58-year-old Mr.
Yar’Adua is set to travel Friday to
Saudi Arabia for medical treat-
ment. He has gone to Germany and
Saudi Arabia several times in the
past two years for treatment of a
kidney ailment.

Despite these issues, in the
lead-up to Mrs. Clinton’s visit Nige-
rian politicians have instead focused
primarily on the perceived snub by
Mr. Obama in choosing Ghana instead
of Nigeria for his first trip to Africa.

Mrs. Clinton has visited four Afri-
can countries already. Earlier Tues-
day, in the war-torn eastern region of
the Democratic Republic of Congo,
Mrs. Clinton pledged $17 million to as-
sist victims of sexual violence. After
Nigeria, she will head to Liberia and
the small, stable nation of Cape Verde
before returning to Washington.

At a town-hall meeting Monday
in Congo, Mrs. Clinton lost her tem-
per when a translator mistakenly
said that a local student had asked a
question about Bill Clinton’s
thoughts on a Chinese deal in Congo.

“My husband is not secretary of
state, I am,” she said. “If you want
my opinion I will tell you my opin-
ion. I am not going to be channeling
my husband.”

The student had actually asked
what President Obama thought
about the deal, but there was an er-
ror in the translation.

Japanese candidate won’t visit war shrine

Hillary Clinton

By Daisuke Wakabayashi

TOKYO—Yukio Hatoyama, leader
of the Democratic Party of Japan,
pledged not to visit a contentious
shrine for Japanese war dead as
part of an effort to bolster ties with
China if his party prevails in na-
tional elections.

Polls show the DPJ leading the
ruling Liberal Democratic Party just
weeks before Aug. 30 national elec-
tions, with Mr. Hatoyama the front-
runner to become prime minister.

The DPJ may usher in a subtle
shift in Japanese foreign policy by
asserting more independence in bi-
lateral relations with the U.S. while
seeking closer ties with China and
other Asian neighbors.

China, the second-largest mar-
ket for Japanese exports after the
U.S., has assumed growing eco-
nomic importance for Japan. Trade
between the two countries in 2008
totaled $266 billion.

At a news conference on Tuesday,
Mr. Hatoyama called Tokyo’s relation-
ship with Beijing “crucial” and empha-
sized the need for Japan to “enhance
the contents” of its ties with China.
He said that neither he, nor anyone in
his cabinet, would visit Tokyo’s Ya-
sukuni shrine to the war dead, as long
as war criminals are honored there.

Yasukuni, which dates from the
late nineteenth century, honors

more than two million individuals
who died fighting for Japan.

Visits to the shrine by Japanese
politicians have dredged up resent-
ment among Japan’s neighbors over
the country’s past militarism.
Among the Japanese war dead re-
membered at Yasukuni, more than
1,000 individuals are classified as
convicted war criminals.

“We have been urging the ruling
LDP until now to face history with

courage,” Mr. Hatoyama said. A cor-
rect understanding of history
“should help improve relations be-
tween Japan and China,” he added.

The DPJ says it will advocate for
more diplomacy in Asia than has been
the case with the LDP, which has ruled
Japan almost continuously for more
than five decades. Coincidentally, Mr.
Hatoyama’s name begins with the Chi-
nese character for “dove”—a detail
likely noticed in Beijing.

Prime Minister Taro Aso and two
previous Japanese prime ministers
have sought to smooth diplomatic re-
lations byavoiding visits to the shrine.

During his five-year tenure until
2006, former Prime Minister Ju-
nichiro Koizumi angered China and
South Korea by going to the Yasukuni
shrine—a visit that temporarily
cooled Japan’s relations with China.

“China has drawn this line in
the sand. As long as you don’t visit
Yasukuni shrine, you are a good
guy,” says Lam Peng Er, a senior re-
search fellow at the East Asian In-
stitute at the National University
of Singapore.

Beijing’s steady increase in mili-
tary spending reminds Japan about
the importance of strong diplomatic
ties with the U.S., Mr. Lam said, not-
ing that Mr. Hatoyama must walk a
fine line to “recalibrate” Tokyo’s re-
lationship with the U.S. to be less be-
holden to Washington.

Already, the DPJ has softened its
approach to contentious policies
such as halting the refueling that Ja-
pan’s self-defense forces offer
U.S.-led forces in the Indian Ocean.

Mr. Hatoyama said if the DPJ
wins, Japan wouldn’t immediately
halt the refueling—but it wouldn’t
extend the mission beyond its Janu-
ary 2010 expiration date.
 —Kiyoe Minami in Tokyo

contributed to this article.
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By In-Soo Nam

And Shin Jung-Won

SEOUL—The Bank of Korea kept
its benchmark interest rate un-
changed as expected, with the cen-
tral bank governor flagging the next
move, when it comes, is “clearly up.”

Economists say Governor Lee
Seongtae’s comment—his most
hawkish since the policy rate was
dropped to the current, record low
of 2%—suggests a rate rise may
come earlier than expected, possi-
bly before year-end.

“Uncertainties remain over the
actual pace of economic recovery, al-
though the economy is likely to keep
its growth trend,” Mr. Lee told a
news briefing, where he reiterated
the BOK will stick to its accommoda-
tive stance.

Data released this month sug-
gest the domestic economy is on the
mend: Industrial output in June
shrank less than expected, while
trade volume in July surged past the
$60 billion level for the first time
since the global economic crisis
started taking its toll on the export-
dependent nation in November.

The figures may have encour-
aged the International Monetary
Fund this week to raise its economic
projection for South Korea this year—
the second upgrade in a month—to a
contraction of 1.8% from its previ-
ous forecast of a decline of 3%.

But Mr. Lee sounded a note of cau-
tion on the property market amid
concerns the government’s heavy
stimulus spending and the central
bank’s rate cuts may be fueling an as-
set bubble.

“The upward trend of real-estate
prices has been maintained. ... Mort-
gage loans continued to expand
markedly,” he said. “We’re closely
watching the rises in property prices
and mortgage loans with concern.”

He also said consumer-price in-
flation is expected to accelerate, al-
beit on a limited scale, due to the
rise in oil and raw material prices.

Annual inflation in South Korea
sank to a nine-year low in July due to
a high year-earlier base effect, but
economists said a pickup is likely to
begin this month, reflecting a
strengthening in domestic demand
and rebounding global fuel prices.

Nomura Securities economist
Kwon Young-sun said he expects the
BOK to start normalizing loose mon-
etary conditions by raising the base
rate by a quarter percentage point
in November at the earliest.

“We don’t believe that the BOK
will be complacent over this period
of lower CPI inflation, but rather we
think it will be vigilant in looking
out for high inflation expectations,
especially given its forward-looking
monetary policy-making practice,”
he said.

Economists said the BOK isn’t
likely to rush into abandoning its ac-
commodative policy anytime soon
and instead will use regulatory tools
first before raising rates.

“Now is not the best time to
bring up a stance shift,” said David
Kim, chief researcher at Taurus In-
vestment & Securities. “The BOK
may opt for measures such as limit-
ing loans to households to soak up
excess liquidity and cool recent
rises in the property market.”

He added that he expects the
BOK to shift toward tightening in
March or April.
 —Kanga Kong

and Min-Jeong Lee
contributed to this article.

Bank of Korea
keeps key rate
at a record low
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Gl High Yield I US BD LUX 08/10 USD 3.93 41.4 0.2 0.1
Gl Value A GL EQ LUX 08/10 USD 10.09 18.8 –29.1 –24.8
Gl Value B GL EQ LUX 08/10 USD 9.31 18.1 –29.8 –25.5
Gl Value I GL EQ LUX 08/10 USD 10.70 19.4 –28.5 –24.2
India Growth A - OT OT LUX 08/10 USD 102.29 NS NS NS
India Growth AX OT OT LUX 08/10 USD 89.32 54.6 –6.8 –4.2
India Growth B - OT OT NA 08/10 USD 107.58 NS NS NS
India Growth BX OT OT LUX 08/10 USD 76.65 53.7 –7.7 –5.1
India Growth I EA EQ LUX 08/10 USD 92.38 55.0 –6.5 –3.9
Int'l Health Care A OT EQ LUX 08/10 USD 121.76 3.7 –20.2 –12.6
Int'l Health Care B OT EQ LUX 08/10 USD 103.10 3.1 –21.0 –13.5
Int'l Health Care I OT EQ LUX 08/10 USD 132.61 4.2 –19.6 –11.9
Int'l Technology A OT EQ LUX 08/10 USD 93.28 27.5 –23.1 –15.2
Int'l Technology B OT EQ LUX 08/10 USD 81.15 26.8 –23.8 –16.0
Int'l Technology I OT EQ LUX 08/10 USD 104.26 28.1 –22.5 –14.5
Japan Blend A JP EQ LUX 08/10 JPY 6226.00 16.0 –26.0 –24.1
Japan Growth A JP EQ LUX 08/10 JPY 6012.00 8.1 –27.7 –25.1
Japan Growth I JP EQ LUX 08/10 JPY 6167.00 8.6 –27.1 –24.5
Japan Strat Value A JP EQ LUX 08/10 JPY 6322.00 22.6 –25.8 –24.1
Japan Strat Value I JP EQ LUX 08/10 JPY 6470.00 23.2 –25.2 –23.5
Real Estate Sec. A OT EQ LUX 08/10 USD 12.98 21.6 –25.1 –20.2

Real Estate Sec. B OT EQ LUX 08/10 USD 11.91 20.9 –25.9 –21.0
Real Estate Sec. I OT EQ LUX 08/10 USD 13.91 22.2 –24.5 –19.6
Short Mat Dollar A US BD LUX 08/10 USD 7.07 7.0 –2.8 –8.4
Short Mat Dollar A2 US BD LUX 08/10 USD 9.39 7.2 –2.9 –8.4
Short Mat Dollar B US BD LUX 08/10 USD 7.07 6.8 –3.2 –8.8
Short Mat Dollar B2 US BD LUX 08/10 USD 9.36 6.8 –3.3 –8.9
Short Mat Dollar I US BD LUX 08/10 USD 7.07 7.4 –2.2 –7.8

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 08/10 GBP 7.21 8.2 –10.2 –9.5
Andfs. Borsa Global GL EQ AND 08/10 EUR 5.94 2.4 –26.0 –20.2
Andfs. Emergents GL EQ AND 08/10 USD 14.91 49.2 –14.2 –9.8
Andfs. Espanya EU EQ AND 08/10 EUR 12.59 16.3 –9.6 –13.6
Andfs. Estats Units US EQ AND 08/10 USD 13.56 11.2 –22.8 –15.2
Andfs. Europa EU EQ AND 08/10 EUR 7.10 9.5 –20.2 –18.5

Andfs. Franca EU EQ AND 08/10 EUR 8.73 5.4 –21.7 –20.3

Andfs. Japo JP EQ AND 08/10 JPY 510.28 16.4 –20.8 –22.3

Andfs. Plus Dollars US BA AND 08/10 USD 8.91 5.7 –11.5 –7.9

Andfs. RF Dolars US BD AND 08/10 USD 10.95 7.1 –3.2 –1.2

Andfs. RF Euros EU BD AND 08/10 EUR 10.44 16.6 –1.4 –3.4

Andorfons EU BD AND 08/10 EUR 13.93 16.8 –1.9 –5.9

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

Andorfons Mix 30 EU BA AND 08/10 EUR 9.03 11.6 –14.0 –11.8

Andorfons Mix 60 EU BA AND 08/10 EUR 8.62 6.1 –23.6 –18.2

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 07/31 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 08/11 EUR 9.49 –5.8 –8.2 –3.4

DJE-Absolut P GL EQ LUX 08/11 EUR 186.42 6.4 –14.2 –12.1

DJE-Alpha Glbl P EU BA LUX 08/11 EUR 162.39 5.6 –11.7 –8.6
DJE-Div& Substanz P GL EQ LUX 08/11 EUR 194.49 11.2 –8.5 –8.6
DJE-Gold&Resourc P OT EQ LUX 08/11 EUR 146.79 12.3 –4.6 –6.2
DJE-Renten Glbl P EU BD LUX 08/11 EUR 126.83 6.0 4.8 2.0
LuxPro-Dragon I AS EQ LUX 08/11 EUR 144.06 55.2 14.0 –2.3
LuxPro-Dragon P AS EQ LUX 08/11 EUR 140.45 54.8 13.4 –3.3
LuxTopic-Aktien Europa EU EQ LUX 08/11 EUR 15.91 11.0 –4.8 –6.6
LuxTopic-Pacific AS EQ LUX 08/11 EUR 14.26 57.6 –15.8 –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
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Pang case poser: Is she his girlfriend?
Question arises
as battle broadens
over PEMGroup
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Japan’s insurers post net gains in difficult market

By Mark Maremont

A legal battle has erupted in the
U.S. government’s case against fin-
ancier Danny Pang, over whether a
young Taiwanese woman was Mr.
Pang’s girlfriend.

In an attempt to prove the rela-
tionship, a court-appointed receiver
last week filed in U.S. District Court
in Los Angeles a number of emails
and photos sent from the woman to
Mr. Pang, who is married. Among
the photos is one showing the
woman resting her head on Mr.
Pang’s shoulder.

Mr. Pang, 42 years old, has been ac-
cused by the Securities and Exchange
Commission in a civil lawsuit of mas-
terminding an international securi-
ties fraud that fleeced investors,
mostly in Taiwan, of hundreds of mil-
lions of dollars, and of misappropriat-
ing millions of dollars from investors.
He has denied wrongdoing.

A federal judge found the SEC’s
allegations had enough merit to jus-
tify the appointment of a permanent
receiver, Robert Mosier, to run Mr.
Pang’s former company, Private Eq-
uity Management Group Inc., or
PEMGroup, of Irvine, Calif.

The battle over Mr. Pang’s sup-
posed girlfriend relates to an at-
tempt by Mr. Mosier to gain control

of an entity registered in the British
Virgin Islands that the receiver
claims is an affiliate of Mr. Pang’s
main company. Mr. Pang and his at-
torneys argue the entity is indepen-
dent of PEMGroup, citing among
other things that it is controlled by
the Taiwanese woman, Su-Wei Yang.

The receiver first mentioned in a
June filing that Ms. Yang was Mr.
Pang’s girlfriend. One of Mr. Pang’s
lawyers responded in a June 23 let-
ter, filed in court, calling that an “in-
flammatory” and unsupported
“piece of office gossip” that was def-
amatory. The lawyer wrote that Mr.
Pang “reserves all his rights”—in
other words, threatening a possible

lawsuit—if the receiver didn’t with-
draw the charge.

Mr. Pang’s lawyers made similar
objections in a legal filing that was
part of an ultimately unsuccessful at-
tempt to have the receiver replaced.

Ms. Yang, 30 years old, used to
own a floral shop with her sister in
downtown Taipei and formerly
worked in a travel agency, according
to a Web site for the floral shop. She
didn’t respond to emails sent in Eng-
lish and Chinese and efforts to reach
her on her mobile telephone in Tai-
wan were unsuccessful. A spokesman
for Mr. Pang declined to comment.

In last week’s filing, the receiver
reiterated the claim that the pair had

a romantic relationship and this time
included copies of several emails in
Chinese, sent from Ms. Yang to Mr.
Pang from 2005 to 2008. One mes-
sage, sent last December to celebrate
Mr. Pang’s birthday, contained a sub-
ject line that translates as “Love you
very much.” That email included 13
attached photos that weren’t filed in
court. Other emails referred to Mr.
Pang as “big brother,” a Chinese term
of respect and endearment.

In a footnote, the receiver’s attor-
neys hinted that some of the photos
were even more personal than those
chosen for the court filing, saying
they had included only “the bare
minimum representative sample of
photographs and communications
to establish the nature of the rela-
tionship.” The attorneys offered to
file the other photos under seal for
the judge to review.

The receiver’s attorneys wrote
that establishing the romantic link
was legally important in tying the
British Virgin Islands entity to PEM-
Group, because prior cases showed
that a “close or intimate” personal
relationship was sufficient to show
that one person controlled another.

Two former PEMGroup employees
recognized Ms. Yang from photo-
graphsasMr.Pang’sgirlfriendfromTai-
wan. One, former PEMGroup President
Nasar Aboubakare, said Ms. Yang once
accompanied Mr. Pang to Rome on a
businesstrip.AnothersaidMs.Yangof-
ten visited the U.S. and would stay in a
hotel adjacent to Mr. Pang’s office.

 —Ting-I Tsai and Carolyn Cui
contributed to this article.
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By Atsuko Fukase

TOKYO—Japan’s major nonlife
insurers posted net profit gains for
the fiscal first quarter, partially
helped by the recovery in global fi-
nancial markets, but most of them
said the prolonged economic down-
turn pulled down insurance pre-
mium income.

Tokio Marine Holdings Inc., Ja-
pan’s largest property and casualty
insurer, said its group net profit for
the three months ended June rose
23% to 35.34 billion yen ($364 mil-
lion) from 28.85 billion yen a year
earlier, helped by lower operating
costs and smaller reserves for fu-
ture claims overseas.

The firm’s net premium revenue
for the period increased by 2.4% to
593.81 billion yen, boosted by its
roughly $4.7 billion acquisition of
U.S. nonlife insurance group Phila-
delphia Consolidated Holding in De-
cember. Domestically, Tokio Marine
still saw a decline in its insurance

premiums at most of its businesses,
including its mainline automotive in-
surance business.

Fifth-ranked Nipponkoa Insur-
ance Co. said its fiscal first-quarter
net profit rose 13% to 7.66 billion yen
from 6.78 billion yen a year earlier
due to gains on sales of securities.
But its net premium revenue de-
creased by 6.9% from a year earlier
to 164.86 billion yen.

Meanwhile, Japan’s third-larg-
est nonlife insurer, Sompo Japan In-
surance Inc. swung to a net loss of
3.82 billion yen, from a year-earlier
net profit of 7.29 billion yen, due to
poor investment income after ex-
tending losses on sales of securities
and lower interest and dividend in-
come, in addition to lower insurance
premiums. Net premium revenue
fell 5% to 336.47 billion yen from
354.34 billion yen a year earlier.

Poor revenue underscores how
Japan’s nonlife insurers have suf-
fered from the economic downturn,
which has hurt the automobile indus-

try. For most nonlife insurers, auto-
motive-insurance business accounts
for nearly 50% of all insurance reve-
nue, so poor auto sales have led to a
drop in net insurance premiums.

Also, given Japan’s shrinking

population, which limits growth
prospects, nonlife insurers are try-
ing to survive through consolida-
tion and overseas expansion.

Japan’s second-largest nonlife in-
surer, Mitsui Sumitomo Insurance
Group Holdings Inc., said Monday
that its group net profit for the fis-
cal first quarter rose 37% to 32.18 bil-
lion yen on gains from derivative
trading. But net premium revenue
fell at all of its businesses, including
its core automotive and fire insur-
ance businesses.

The nation’s fourth-largest non-
life insurer, Aioi Insurance Co., said
Monday that net profit for the quar-
ter nearly quadrupled to 10.57 bil-
lion yen due to sharp gains from de-
rivatives trading. But Aioi also re-
ported a 6.2% drop in net insurance
premiums.

In January, Mitsui Sumitomo,
Aioi and sixth-ranked Nissay Dowa
General Insurance Co. agreed to
merge in April 2010 to form the coun-
try’s largest nonlife insurer.

This is a photo Su-Wei Yang, right, sent to financier Danny Pang, left, according to
a court filing.
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Tokio Marine Holdings
Net profit, in billions of yen

Note: Fiscal years end March 31 of the year shown
Source: the company
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By Kate Haywood

NEW YORK—CIT Group Inc. on
Tuesday delayed filing its quarterly
report with the U.S. Securities and
Exchange Commission, as it contin-
ues to hammer out a restructuring
plan with its bondholders.

In a regulatory filing, CIT said it
couldn’t meet Monday’s deadline
“without unreasonable effort and ex-
pense” during its restructuring. It
said it expects to file its earnings
statement by Aug. 17.

CIT stressed that its steering
committee of bondholders doesn’t
intend for the company to file for
bankruptcy protection but “rather
will pursue restructuring efforts as
part of the comprehensive restruc-
turing plan to enhance the compa-
ny’s liquidity and capital position.”

CIT, whose results originally
were due July 23, didn’t completely
rule out a bankruptcy filing.

The century-old commercial
lender also said that the credit-mar-
ket stress, operating losses, credit-
rating downgrades, and regulatory
and cash restrictions have left “sub-
stantial doubt” about its ability to
continue as a going concern.

“As expected, they’re in the pro-
cess of pursuing an out-of-court re-
structuring solution,” said Guy
LeBas, chief fixed-income strategist
at Janney Montgomery Scott.

Curt Ritter, a spokesman for CIT,
declined to comment outside what
was said in the filing.

CIT shares were down 16% to
$1.25 in mid-afternoon trading on
the New York Stock Exchange.

The company, which has been fac-
ing a worsening liquidity crisis as its
customers drew down credit lines
amid fears they might disappear,
has been working in recent weeks to
avoid filing for Chapter 11. CIT gave
itself more breathing room last
week by tweaking the terms of a cru-
cial tender offer for $1 billion of
floating-rate notes due Monday and
stopping dividends on some pre-
ferred stock. In Tuesday’s filing, CIT
said the firm’s senior management
has been spending a “significant
amount” of time in its restructuring
efforts during the past several
weeks.

“Such efforts have prevented the
Company to complete its prepara-
tion and review of the Form 10-Q on
time to file it within the prescribed
time period without unreasonable
effort and expense,” CIT said.

CIT reiterated in the filing its ex-
pectation for a second-quarter loss
of more than $1.5 billion. The prior
year’s $2.3 billion loss includes a
$2.1 billion loss from discontinued
operations related to the disposal of
its home-lending business.

CIT puts blame
on restructuring
for report’s delay
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