
By Nina Koeppen

And Terence Roth

Unexpected news that the
German and French econo-
mies may have pulled out of
recession in the second quar-
ter has rewritten the script
for Europe’s economic out-
look. Euro-zone gross domes-
tic product dropped just 0.1%
from the first quarter in April
to June, data revealed Thurs-
day. The smallness of the fall
was mostly due to a rebound
in the area’s two largest econ-
omies. Germany grew at an
annualized pace of 1.3% in the
second quarter, while France
expanded at an annualized

rate of 1.4%.
That shifts the focus in

the weeks ahead to the Euro-
pean Central Bank and the
timing of its exit from mone-
tary expansion programs.
There will also be a search for
signs that the recovery is
real.

Euro-zone interest-rate
futures—a guide of market ex-
pectations for the ECB’s 1% re-
financing rate—have already
started to reflect expecta-

tions that rates may go up ear-
lier than had been forecast.
Earlier this month, the major-
ity of European economists
didn’t think ECB rates would
go up until the middle of next
year.

European stocks rose on
hopes of recovery as skeptics
warned that the recovery
likely will be slow, held back
by high unemployment, the
continued scarcity of credit,
and the expiration of govern-
ment fiscal stimulus.

Indeed, a similar stock
rally in the U.S. based on ex-
pectations of a late-year eco-
nomic rebound fizzled Thurs-
day after it emerged that U.S.

retail sales fell 0.1% in July de-
spite the debut of the govern-
ment’s “cash for clunkers”
program.

The Dow Jones Industrial
Average, which leapt 120
points on Wednesday, was up
almost 36 points at 9397.

Reactions among Euro-
pean governments were
mixed. Finance Minister
Christine Largarde declared
that France has pulled out of
recession. German Econom-
ics Minister Karl-Theodor zu
Guttenberg was less confi-
dent. “There is still a long
way to go before our econ-
omy regains its level of a year
ago,” he said in a statement.

Wal-Mart thinks outside the big box

Forward march

By Miguel Bustillo

SÃO PAULO—Having pow-
ered its way to the top in U.S.
retailing, Wal-Mart Stores
Inc. is looking to do the same
in foreign markets.

But that, it is learning in
Brazil and elsewhere, is going
to mean tweaking its for-
mula.

Traffic-choked São Paulo,
for instance, initially proved
inhospitable to the kind of
vast stores with which Wal-
Mart dominates in American
suburbs. At the same time,
Brazilian retailers that Wal-

Mart acquired have a knowl-
edge of local markets that has
proved invaluable to Wal-
Mart. Its challenge abroad:
how to combine the power of
its global purchasing might
with an adaptation to local
tastes.

Finding new frontiers for
expansion has become cru-
cial for Wal-Mart. The com-
pany reported nearly flat sec-
ond-quarter earnings Thurs-
day, including a 1.2% decline
in sales at U.S. stores open for
at least a year. But Wal-Mart
said it notched a significantly
stronger performance

abroad. The company esti-
mated its foreign unit posted
a 13.3% rise in profits and an
11.5% increase in sales, if cur-
rency fluctuations are taken
out of the equation.

Wal-Mart has been gradu-
ally boosting its interna-
tional spending in recent
years, even as it reduces over-
all capital expenditures. It
has estimated it will spend up
to $5.3 billion on foreign ex-
pansion projects in the fiscal
year that began Feb. 1. And
that figure doesn’t include its
splashiest new move, the ac-
quisition of a controlling

stake in Chile’s largest gro-
cery chain, Distribucion &
Servicio D&S SA.

Wal-Mart’s international
division already includes
more than 3,650 stores and
provides nearly a quarter of
the company’s $401 billion in
annual sales. In all but one of
the 14 countries where Wal-
Mart International does busi-
ness, executives say, its sales
are growing faster than the
national retail market.

Yet the Bentonville, Ark.,
retailer wants its interna-
tional business to be much
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Scare tactics

European filmmakers find a
fresh voice in horror genre
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Editorial&Opinion

Europe outlook brightens
Signs that Germany, France are out of recession shift focus to ECB moves

By Stephen Fidler

ZURICH—Now that Swiss
banking giant UBS AG has
agreed to give up the identi-
ties of thousands of its clients
to U.S. tax authorities, the
country’s secretive banking
sector is facing a new chal-
lenge: how to rebuild a busi-
ness that can no longer prom-
ise secrecy or ironclad protec-
tion from the tax man.

The answer, says UBS
Chief Executive Oswald Grü-
bel, is to explore new busi-
ness strategies throughout
the world, particularly in
places such as the Middle
East and Asia, where Swiss
banks hope to sell the coun-
try’s traditional virtues of po-
litical and economic stability
to a growing crop of billion-
aires.

“These are the markets
where even we are growing,”
Mr. Grübel said in an inter-
view over lunch at UBS head-
quarters in Zurich. “From the
emerging markets, Switzer-
land looks a lot better than
the U.S., the U.K. or any other
country.”

For no one is the challenge
greater than for Mr. Grübel,
the man who was brought out
of retirement in February to
rescue UBS, Switzerland’s
largest bank by assets. The
bank’s reputation has been
through the wringer, both
from the aggressive methods
it used to gather assets from
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1Sales growth rates are in domestic currency 2Based on preliminary results 3Privately held company; financials and store counts are estimates Sources: Company reports; news reports; Retail Forward
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Global footprint | Wal-Mart is adapting to local retailing methods in order to find success

Re
ut

er
s 

(U
.K

., 
In

di
a)

 ; 
M

ig
ue

l B
us

ti
llo

/T
he

 W
al

l S
tr

ee
t 

Jo
ur

na
l (

Br
az

il)
; A

ss
oc

ia
te

d 
Pr

es
s 

(U
.S

.)

Wal-Mart-owned stores in the U.S.; U.K.; India and Brazil (counterclockwise) 

%

Putin’s Decade
What Russia has lost in
the past 10 years.
Page 12

UBS chief
says bank
targeting
new areas

Leading the News: Scotland sparks uproar as it weighs freeing Lockerbie bomber
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Markets

Geithner said the Obama ad-
ministration wouldn’t allow
Wall Street to resume busi-
ness as usual and that plans
to overhaul financial over-
sight were on track. The U.S.
Treasury secretary, in an in-
terview, said the financial sys-
tem’s return to profitability is
a “necessary precondition to
a stronger economy.” Page 4

n Volkswagen agreed to
merge with Porsche, taking
an initial stake for $4.7 bil-
lion this year. Page 5

n Ford boosted its vehicle
production plans for the rest
of the year to keep up with
demand sparked by the U.S.
clunkers program. Page 5

n Magna sweetened its of-
fer for GM’s Opel unit and
tried to address criticisms of
its initial proposals. Page 5

n The Dow industrials
added 36.58 points, with
downbeat data cooling the
previous day’s euphoria. Euro-
pean shares rose. Page 18

n U.S. retail sales fell 0.1% in
July as consumers proved to
be a weak spot amid signs of
an economic recovery. Page 4

n American taxpayers who
hold 52,000 UBS accounts
face a dilemma in whether
to confess their tax-evasion
sins or keep quiet. Page 17

n Anheuser said cost-cutting
boosted profit, but disappoint-
ing sales and a cautious out-
look sparked unease. Page 7

n Las Vegas Sands com-
pleted an amendment to its
Macau credit facility, and said
the president and vice presi-
dent of its Marina Bay project
in Singapore resigned. Page 8

n China said it won’t force
the installation of Internet-fil-
tering software on computers
except in public places. Page 11

n Prudential’s loss widened
sharply in the first half, as
the insurer’s exit from Taiwan
weighed on results. Page 20

n Ukrainian President Yush-
chenko rejected criticism from
Medvedev, saying Russia is
to blame for souring ties.

n Israeli soldiers killed 11 un-
armed Palestinian civilians
carrying white flags during
the offensive in Gaza earlier
this year, a rights group said.

n Pakistan gunships hit a
Taliban commander’s bases,
killing at least 12 insurgents.

n Died: Les Paul, 94, guitar-
ist and inventor, of pneumonia,
in White Plains, New York.
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The recession may be
nearing an end—in France
and Germany, it may already
be over—but is the banking
sector strong enough to sup-
port a sustained recovery?
Can an economy grow if com-
panies and households can’t
boost their borrowing? The
Bank of England this week
cited lack of credit growth
as one of the main reasons
for its gloomy economic fore-
cast. But history and recent
evidence suggest its gloom
is overdone.

In fact, the early stages
of recoveries usually go
hand-in-hand with contin-
ued deleveraging, according
to a recent study of all nine
post-World War II U.S. re-
cessions by Barclays Capi-
tal. In the first year of re-
covery, net new borrowing
almost always lags behind
the increase in nominal
gross domestic product, in-
comes and profits so that
debt as a proportion of GDP
falls. Indeed, stripping out
residential mortgages, pri-

vate-sector borrowing—
both by households and the
corporate sector—actually
dropped in the first year of
recovery in each of the nine
recessions.

This conclusion isn’t sur-
prising. The credit channel
is certainly an important ele-
ment in the transmission of
monetary policy, but it isn’t
the only one, as Goldman
Sachs has noted. Lower inter-
est rates also deliver an in-
come effect, in the form of
higher disposable income; a
substitution effect, as low
returns on savings encour-
age people to spend; and an
exchange-rate effect, as
lower export prices boost de-
mand. All of these operate
independently of bank-lend-
ing conditions.

This last point is particu-
larly important for the U.S.
and U.K. Although a recent
study by the International
Monetary Fund showed that
recoveries following finan-
cial crises tend to be rela-
tively anemic, none of the

five big crises it examined—
Spain, Norway, Sweden, Fin-
land and Japan—was accom-
panied by the scale of policy
response deployed to fight
this crisis. In some cases,
monetary policy was con-
strained by a fixed currency
peg, while in the case of Ja-
pan, the response was notori-
ously too patchy and too
late.

Of course, the leverage
taken on by consumers, par-
ticularly in the U.K. and the
U.S., in this cycle was high
from a historical perspec-
tive. A rapid reduction to
more sustainable levels
could yet hobble the econ-
omy badly for some time to
come.

But looked at in aggre-
gate, worries over delever-
aging and a lack of bank
credit growth appear over-
done. And not only because
recent surveys show that
lending conditions in some
countries are improving.
Take the U.K., where the pri-
vate sector is running a fi-

nancial surplus of 8.5% of
GDP. In theory, that sug-
gests it can fund growth
without the need for extra
credit. The same goes for
the U.S., where nonfinancial
companies generated
enough surplus cash in the
first half to be able to raise
capital expenditures by
9.5% over the rest of this
year without borrowin, ac-
cording to Barclays Capital.

Of course, the snag is
that those who have the
cash are not always the ones
who want to spend it. And
lack of credit availability can
create a refinancing risk for
some companies. The bank-
ing system still plays a vital
role in matching spenders
and savers. But even here,
the role of the banks is be-
coming less important: Wit-
ness the huge explosion in
bond issuance this year, par-
ticularly in Europe. The lack
of availability of bank credit
is clearly a problem—but
not necessarily the disaster
some people think.
 —Simon Nixon

U.S. tax evaders and from the finan-
cial troubles of its investment bank,
which forced a Swiss government
bailout of UBS last fall. Both caused
wealthy investors who used the
bank to manage their assets to run
for the exits.

Mr. Grübel admits the bank’s dis-
pute with the U.S. Internal Revenue
Service—which ended this week in a
landmark settlement that will see
the IRS get the names of thousands
of clients suspected of tax evasion—
has brought trouble for all Swiss
banks. “We suffer most, but clearly
[the impact] will go through the
whole of Swiss banking,” he says. “It
would have come anyway, but UBS
and the bankers who started this ac-
celerated the process.”

As he speaks, Zurich is in full va-
cation mode: The city is quiet, the
streetcars empty and the cafés full
of tourists. Inside, by contrast, the
German banker is all business, say-
ing he has no regrets about coming
out of retirement to turn around the
ailing institution. What it must do
first of all, he says, is repair its repu-
tation.

It is a message the 65-year-old
Mr. Grübel, who once ran Credit
Suisse Group AG, the bank’s main ri-
val with headquarters just a few hun-
dred yards away along Zurich’s Bah-
nhofstrasse, delivered in a memo to
staff last week. “Whoever dreams of
‘easy money’ and, in doing so, jeop-
ardizes the confidence of clients,
the reputation of the firm and its
long-term success, has not under-
stood what the new rules of the
game are about,” it says.

The U.S. isn’t the only govern-
ment putting pressure on the Swiss
over secrecy and tax evasion. As
they desperately seek tax revenues
to shore up their struggling econo-
mies, Switzerland’s neighbors,

France and Germany, are on the
case, too. Switzerland, along with
other “offshore” banking sectors,
this year agreed for the first time
that it would exchange information
with other governments on tax
cheats. Previously, it would only
hand out information relating to
fraudsters and other criminals.

“Tax evasion can’t be a business
model for the future,” says Urs Roth,
chief executive of the Swiss Bankers
Association. With secrecy no longer
the buzzword, Swiss banks are offer-
ing “privacy”, he says.

The changing attitude toward
bank secrecy around the world—to-
gether with new restrictions on serv-
ing U.S. clients—means that
“money flows [to Switzerland] from

Europe will be smaller and from the
U.S. will be nonexistent,” Mr. Grübel
says. The UBS boss says he believes
the lost revenues “can be made up
over time through more money in
emerging markets, in Asia and the
Middle East.”

Bankers say investors in many of
these newer markets aren’t inter-
ested in evading taxes, since tax
rates are low or nonexistent. In-
stead, bankers sell Switzerland’s sta-
bility, reliable legal system and so-
phisticated financial sector.

UBS already has more than a foot
in the door. A bank survey in 2007
showed that one in every two Asian
billionaires had a relationship with
UBS, bank executives say. That isn’t
the same as a 50% market share,
they say, but it is a start. Also, Asian
investors kept putting money into
UBS’s international wealth-manage-
ment business in the second quarter
even as investors overall were pull-
ing out—a sign, Mr. Grübel says,
that they aren’t worried about
UBS’s troubles with the IRS.

Rival Credit Suisse has similar
ideas: The number of relationship
managers it has talking to clients in
the Asia-Pacific region grew to 420
at the end of last year from 230 in
2006. That is still a small proportion
of the 3,480 the bank has across the
world—but it is the region that is
growing faster than any others.

UBS and Credit Suisse also are
reaching more aggressively into “on-
shore” markets, advising rich inves-
tors in their home countries. In It-
aly, for example, which has pro-
posed a tax amnesty for citizens
who repatriate assets from abroad,
the Swiss banks are hoping to keep
the money of clients who take up the
deal by offering them accounts in It-
aly. And while UBS no longer offers
offshore accounts for U.S. clients, it
says that despite repeated ques-
tions, it remains committed to serv-
ing U.S. clients in the U.S.

Continued from first page
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Rally on way for RMBS?
Residential mortgage-

backed securities were at the
epicenter of the credit crisis
and, for the past two years,
the European market has
been entirely reliant on cen-
tral-bank support. But could
that be about to change? The
signs are more promising
now than for some time.

Supply and demand have
become more balanced. On
the supply side, existing
bonds are being paid off. Of
the Œ366 billion ($520 bil-
lion) of prime U.K. RMBS is-
sued and placed with inves-
tors, just 41% remains out-
standing, according to Bar-
clays Capital. Many of the re-
maining bonds seem to have
found more permanent
homes with investors who
can hold them to maturity.

Tight supply has helped
push up prices in the second-
ary market, making securitiza-
tion look more attractive as a
funding tool. In the three
months through July, prime
European RMBS spreads tight-
ened by some 0.9 percentage
point to about 2%, according
to Deutsche Bank. That has

sparked hopes spreads could
reach levels where it would
make economic sense for
lenders to issue public deals
later this year. Deals backed
only by new, conservatively
originated mortgages, and
not mixed with toxic precrisis
loans, might even trade at a
tighter spread than existing
bonds.

Admittedly, there are big
challenges. The investor base
has shrunk drastically: Per-
haps 70% of buyers have ex-
ited from the market. Some,
such as structured invest-
ment vehicles, no longer ex-
ist. The regulatory and ac-
counting treatment of securi-
tizations remains in flux.

But a revival no longer
looks out of the question.
Two U.K. companies, Tesco
and Land Securities Group,
have proved in recent weeks
there is demand for straight-
forward, simply structured
bonds backed by property
cash flows. Any new RMBS
issue would probably be rela-
tively small. But after two
years of drought, even a small
green shoot here would be
welcome. —Richard Barley

Lagging credit isn’t a disaster

UBS chief says bank is targeting new areas world-wide
Oswald Grübel
born in Germany in November 1943

1970s Joined Credit Suisse White Weld, 
a joint venture between the Swiss bank and 
the U.S. investment bank White Weld. 

2003-2007 Took over Credit Suisse in 
2003, engineering a successful comeback 
for the bank that had been struggling with 
loss-making insurance businesses by 
emulating what he saw as UBS’s successful 
strategy. 

2009 Called back to dig UBS out of its 
troubles. He has recently said he had no 
regrets about joining the bank, despite its 
difficulties, because he recognized that if all 
had been well “they wouldn’t have hired a 
65-year-old to come out of retirement to 
run the bank.”
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India establishes major forest-protection funds

Financial Analysis and Commentary

By Ketaki Gokhale

NEW DELHI—Even as it resists
firm caps on carbon emissions, India
has established one of the world’s
largest forest-protection funds and
plans to set up a regulatory body mod-
eledon the U.S.Environmental Protec-

tion Agency in an effort to improve its
dismal environmental track record.

The $2.5 billion fund will be ear-
marked for the regeneration and
management of forests, which have
been identified by researchers as an
important means of reducing carbon
emissions, said Jairam Ramesh, In-

dia’s minister of state for environ-
ment and forests, on Thursday. An ad-
ditional $1 billion in public funds will
be allocated for “forestry-related ac-
tivities,” according to a new report
from the Indian Ministry of Environ-
ment and Forests. Forests cover
more than 20% of India.
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Potential Lockerbie release sparks uproar
Relatives of victims,
U.S. denounce move
to free Libya bomber

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

CORRECTIONS & AMPLIFICATIONS

Abdel Baset Ali Mohmet al-Megrahi, left, was convicted of murder in the bombing of a Pan Am flight over Lockerbie, Scotland, right.

By Alistair MacDonald

And Paul Sonne

Scotland will soon decide
whether to grant a “compassionate
release” to the terminally ill Libyan
agent convicted in the December
1988 Lockerbie bombing, a possibil-
ity that was immediately de-
nounced Thursday by both victims’
families and the U.S. government.

The uproar stems from the fact
that the convicted bomber, Abdel
Baset Ali Mohmet al-Megrahi, has
prostate cancer and is seeking to be
released, backed by the Libyan gov-
ernment. Mr. al-Megrahi was sen-
tenced in 2001 to a minimum of 27
years in prison for his involvement
in blowing up a New York-bound Pan
Am airliner as it flew over the Scot-
tish town of Lockerbie, killing all
259 people on board and 11 people
on the ground. Many on the flight
were American citizens traveling
home for the holidays.

The Scottish government said
Thursday that its justice secretary,
Kenny MacAskill, is considering two
applications, either of which would
result in Mr. al-Megrahi’s release
from prison. One is a request to re-
lease him from prison on so-called
compassionate grounds, owing to
his cancer.

The other, from the Libyan gov-
ernment, would allow him to serve
out the remainder of his sentence in
a Libyan jail.

The Scottish government—
which rules on some local issues—
will make its decision some time
this month, a spokesman said. He de-
nied reports on the British Broad-
casting Corp. and Sky News that the
decision to free Mr. al-Megrahi had
already been made.

A U.S. official said the State De-
partment had been told that “no de-
cision has been made” on the status
of the convicted Libyan and that
there was no information that a deal

had been struck for his release. The
U.S. government believes “he
should serve out his sentence in the
Scottish prison,” the official said.

That sentiment is shared by
many victims’ families. Babette Hol-
lister, a New York resident whose
20-year-old daughter Katherine
died on the flight, said she would be
angered to see Mr. al-Megrahi re-
leased.

“I don’t want to grant him any
form of clemency,” she said. “If he
has to, let him die in prison.” Ms. Hol-
lister said she and other family mem-
bers of victims had known for al-
most a year about the possibility
that Mr. al-Megrahi could be re-
leased on account of his cancer diag-
nosis.

The determination to keep Mr. al-
Megrahi in prison is especially
fierce among families of victims in
the U.S. In Britain, prisoners can be

granted compassionate release if
they are suffering from a terminal ill-
ness, are likely to die soon, and their
release doesn’t put the public at
risk. In England and Wales, 48 pris-
oners have been granted compas-
sionate release since 2004.

In 2001, a panel of three Scottish
judges found Mr. al-Megrahi respon-
sible for putting a suitcase contain-
ing a bomb aboard a flight from
Malta to Frankfurt. From there the
suitcase went on to London and was
transferred to the New York-bound
Pan Am flight. Mr. al-Megrahi had
entered Malta on a false Libyan pass-
port a day before the Dec. 21, 1988,
bombing.

The families of some British vic-
tims have been less critical about
the idea of an early release. They are
also less sure that Mr. al-Megrahi,
who was handed over by Libyan au-
thorities in 1999, is guilty.

Jim Swire, a doctor whose
23-year-old daughter Flora died on
the Pan Am flight, has spearheaded
a drive in the U.K. to prove that Mr.
al-Megrahi is innocent.

“It is crucial for me that this guy
gets sent home to his family,” said
Dr. Swire, from Chipping Campden,
England.

Dr. Swire said that the majority
of British victims’ families are uncer-

tain of Mr. al-Megrahi’s guilt, while
“almost all American families are
certain that this guy was guilty as
charged.”

But Susan Cohen, a New Jersey
woman whose 20-year-old daugh-
ter was also killed, said: “There was
actually an enormous amount of evi-
dence in that trial record that
Megrahi was guilty. They will let
Megrahi go and then [Libyan leader
Col. Moammar] Gadhafi will get
what he wants, which is the end of
Lockerbie.”

Mr. MacAskill, the Scottish minis-
ter, last week visited Mr. al-Megrahi
in Greenock prison, western Scot-
land, for about an hour. Mr. MacAskill
has also met with representatives
from the victims’ families, as well as
the Libyan government.

As relations thaw between the
two countries, Libya has lobbied
Britain for Mr. al-Megrahi’s release.
Mr. Gadhafi brought the issue up in a
meeting with British Prime Minister
Gordon Brown in July’s meeting of
the Group of Eight leading countries
in Italy. A spokesman for Mr. Brown
said that the prime minister had
told the Libyan leader that the mat-
ter was being handled by the Scot-
tish government.

Mr. Brown asked Mr. Gadhafi to
help a British woman, Sarah Taylor,
get back a daughter who was ab-
ducted by her Libyan father. That si-
taution hasn’t been resolved.

The Scottish government
spokesman said the decision was
Mr. MacAskill’s alone.

Britain took the lead in success-
fully persuading Libya to abandon
its pursuit of weapons of mass de-
struction in 2003, a deal that saw
Libya shake its status as rogue state.

British oil giants BP PLC and
Royal Dutch Shell PLC have since
built up significant oil interests in
Libya since international sanctions
against the country were eased in
2004. In May 2007, BP signed a $900
million natural-gas exploration deal
with the Libyan government in the
presence of then-British Prime Min-
ister Tony Blair. That marked the
British company’s return to a coun-
try it had left in 1971, when Col.
Gadhafi nationalized its operations
there. Shell entered Libya two years
earlier, also winning rights to ex-
plore and develop natural gas in the
country.
 —Jay Solomon in Washington

and Guy Chazan in London
contributed to this article.

Families of some U.K.
victims have been
less critical about an
early release.
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Nestlé’s powdered- and liquid-
beverages division grew 4.7% in the
second quarter of 2009. A graphic
running with a Corporate News arti-
cle Thursday incorrectly labeled the
division.

UBS AG is closing its U.S. off-
shore wealth-management business
but remains committed to its on-
shore business in the U.S. A Thurs-
day Money & Investing article about
the settlement of the bank’s tax case
with the Internal Revenue Service in-
correctly implied that the bank

would pull out from other busi-
nesses in the U.S.

Passengers on a disrupted Brit-
ish Airways PLC flight last March
who recently reached a settlement
with the airline were represented in
the case by Irish law firm Lavelle
Coleman, which cooperates with EU-
claim, a Dutch company that initially
processed the passengers’ compen-
sation claims. A Travel Journal arti-
cle Thursday incorrectly said EU-
claim itself had reached the settle-
ment agreement with BA.
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Asda sees dicey 2010 as sales growth slows

An all-female drum troupe funded by Wal-Mart performs in the streets of Salvador, Brazil.

more. It has stepped up spending in
China, has struck a retail partner-
ship in India, is exploring possibili-
ties in the Middle East, and is plan-
ning a move into Russia soon.

Though it puts the Wal-Mart
name on many of its stores abroad,
it also uses some 60 other names, of-
ten those of local retail chains it has
acquired. In Brazil, a market Wal-
Mart entered in 1995, it now is build-
ing small discount stores catering
to the emerging middle class, but
not under the Wal-Mart name.

In the city of Carapicuiba on the
edge of São Paulo, Wal-Mart’s
gleaming new Todo Dia conve-
nience store in a hardscrabble neigh-
borhood pocked with graffiti offers
a decidedly Brazilian take on Wal-
Mart shopping. A produce section
styled after a fruit stand is piled
with fresh oranges. A huge display
hawks the black turtle beans and
salted pork ears needed to cook a
feijoada, a traditional Brazilian
stew.

“This format is very close to the
people,” says store manager Fran-
cisco Dias, who is locked in a heated
price war with five neighborhood ri-
vals, mostly mom-and-pop busi-
nesses.

After initially failing to gain
ground in Brazil with U.S.-style su-
perstores, Wal-Mart has come on
strong after acquiring two estab-
lished local chains and adopting
their hyper-local approach. Execu-
tives estimate the Brazil operation
has been notching near-double-
digit year-to-year sales gains in the
global downturn, exceeding the 6%
overall growth of the Brazilian re-
tail market.

Wal-Mart remains No. 3 behind
two more-established merchants:
France’s Carrefour SA and Pao de
Acucar Group, which is jointly con-
trolled by a Brazilian family and Ca-
sino Guichard-Perrachon SA of
France. “It’s a close contest—they
all have the best prices on some-
thing,” said Maria-Inez Buzato-
Faria, 55 years old, as she compared
the three retailers’ circulars while
shopping at Pao de Acucar’s Extra
discount superstore.

The battle of Brazil also illus-
trates one of the biggest challenges
Wal-Mart faces in trying to spread
its high-volume discount retailing
around the world: Established com-
petitors have greater scale and stron-
ger relationships with local suppli-
ers, giving them an edge on fresh gro-
ceries and regional food brands.

“In international discount retail-
ing, the ability to leverage being a
$400 billion company has its lim-
its,” says Anil K. Gupta, a Maryland
business professor who wrote a
book, “The Quest for Global Domi-
nance,” that examined Wal-Mart’s
foreign missteps. “If I had to pick
Wal-Mart’s No. 1 weakness, it is that
they have not historically factored
in the fundamentally local nature of
retailing, and that is surprising.”

Wal-Mart executives agree that
catering to homegrown tastes will
be key to whether the company can
repeat its huge U.S. success world-
wide. “It’s the challenge of being a
global company,” says Wan Ling
Martello, Wal-Mart International’s
chief financial officer.

When Wal-Mart began an aggres-
sive overseas expansion a decade
ago, it believed that winning meant
doing things the American way.
Compared with veterans of global
retailing such as Carrefour, Wal-
Mart seemed culturally tone-deaf,
peddling golf clubs and baseball
gloves to Brazilians as if they were

U.S. suburbanites. Wal-Mart pulled
out of Germany and South Korea af-
ter heavy losses this decade, in ac-
knowledgement that its U.S. retail
formula didn’t work everywhere.

Now, one way Wal-Mart is hav-
ing better luck is using innovations
pioneered not in the U.S. but in vari-
ous countries abroad. It is some-
times taking innovations from one
part of its far-flung empire and
transplanting them to others half a
world away.

In India, Wal-Mart and its local
partner, Bharti Enterprises Ltd.,
launched a store for small mer-
chants called Best Price Modern
Wholesale. Cross-pollination is at
work. The stores are based on a for-
mat Wal-Mart developed in Brazil
called Maxxi. Indian store man-
agers, rather than starting from
scratch in building wholesale out-
lets, went to Brazil and studied
Maxxi’s store layout, merchandise
assortment and measures used to
chart success.

In China, where Wal-Mart has
250 stores, it is expanding with help
from a discount supermarket con-
cept called Smart Choice. This is a
carbon copy of the Todo Dia conve-
nience-store format in São Paulo—
which was itself a loose translation
of a Wal-Mart-owned Mexican dis-
count store called Bodega Aurrera.

In Japan, where Wal-Mart has
struggled to make inroads, the com-
pany says it now is posting a profit,
thanks in part to wines, cookies and
other private-label products devel-
oped by its Asda stores in the U.K.
These products have become a sur-
prise hit 6,000 miles from London.
“The best-selling wine in Japan to-
day is a private label Asda Bor-
deaux,” says Vicente Trius, Wal-
Mart’s former Asia chief, who now
heads its Latin American operations.

Wal-Mart is recognizing that the
best ideas sometimes come from a
market where it is having success,
such as the U.K., where Asda is gain-
ing ground on rival Tesco PLC amid

this recession. Wal-Mart recently
opened a “center of excellence” in
Britain, where it will train foreign
executives on optimal marketing
practices. It expects to launch simi-
lar global institutes elsewhere.

“What we have learned in the
past couple of years is that one size
does not fit all,” said Anthony
Hucker, a British retail veteran now
given the task of taking winning Wal-
Mart store formats and expanding
them globally. Mr. Hucker says
there was initially some resistance
back at U.S. headquarters to de-em-
phasizing the power of Wal-Mart’s
Arkansas wisdom. But, noting that
early big-box stores in China didn’t
meet expectations, he says:
“There’s nothing like data to win
any argument.”

Wal-Mart has even begun bring-
ing some ideas back to the U.S. from
abroad. It is testing two smaller
store formats in the Southwestern
U.S.—Mas Club and Supermercado
de Walmart—that cater to Latino im-
migrants. The experiments piggy-
back on the experience of Wal-Mart
de Mexico, the largest retailer south
of the border, which was the compa-
ny’s first international triumph and
remains its biggest success.

Roughly 80% of Wal-Mart Inter-
national consists of acquisitions
rather than new stores. This year,
Wal-Mart spent $2.66 billion to buy
a controlling stake in Chile’s D&S,
which has 45% of the country’s gro-
cery market.

Wal-Mart is trying to leverage
that acquisition throughout Latin
America by spreading some of
Chile’s private-label brands and
know-how. At the same time, it is
beefing up the food retailer’s assort-
ment of general merchandise.
Thanks to Wal-Mart’s global sup-
plier agreements, the stores can
now offer products such as iPods.

“It gives us an opportunity we
never had before,” says Wal-Mart
Chile’s chief executive, Enrique Os-
tale.

For survivors of Wal-Mart’s
early foreign misadventures with
copies of U.S. megastores, the new
spirit of collaboration and cultural
diversity is striking. José Rafael
Vasquez, Wal-Mart vice president
for northeastern Brazil, says that
when Wal-Mart arrived in the coun-
try in the 1990s, U.S. executives
showed little curiousity about local
food tastes. He found that puzzling,
knowing that catering to these
tastes was the competition’s
strength.

Marcelo Vienna, a São Paulo na-
tive employed by the U.S. giant, was
sent to a Wal-Mart in Branson, Mo.,
the country-music mecca, to learn
the ropes. He translated store-man-
agement manuals into Portuguese
but wondered how all this would
play in Brazil. “There was a lot more
micromanaging from Bentonville,”
says Mr. Vienna, now Wal-Mart Bra-
zil’s chief merchandizing officer.
Some of that was justified, he adds,
because he and his colleagues were
retail greenhorns.

Wal-Mart is taking the local ap-
proach further, now, by separately
targeting the country’s three quite-
different population areas: the
Northeast, the South near Argen-
tina, and the cosmopolitan South-
east where São Paulo is. This ap-
proach stems in part from Wal-
Mart’s acquisitions this decade of
two large regional retailers, Bom-
preco and Sonae, which were fluent
in local customs.

Many poorer consumers shop at
“informal” businesses, a Brazilian
euphemism for merchants that sell
smuggled goods or don’t collect
sales taxes. Wal-Mart is testing
some unorthodox strategies to lure
some of those shoppers to its stores
in Salvador, a former Portuguese co-
lonial capital of majestic old
churches, now home to three mil-
lion people.

A Todo Dia outlet contains, in ad-
dition to merchandise aisles, a Wal-
Mart-funded community center.

This includes a gynecologist’s of-
fice, an Internet cafe and a bank of-
fering microloans.

The center also offers free
classes for impoverished teens in ba-
sic skills such as using a computer.
“My identity is created in here,”
says a grateful Marcos Paulo, 21, a
student of the free course, which al-
ready has a waiting list. “You start
to think of yourself as something
more valuable than what is thrown
in the trash.”

So the center clearly is boosting
Wal-Mart’s local reputation.
Whether it augments sales remains
to be seen. Early results show an up-
tick in visits but not in purchases.
Even so, the experiment is being
closely watched by Wal-Mart offi-
cials in other nations as a possible
path to retail growth by responding
to local needs.

It’s easy for cultural subtleties to
be lost on foreign merchants, says
Mr. Vasquez, the vice president for
northeastern Brazil. He believes
that after Wal-Mart’s early stum-
bles in Brazil, catering to regional
tastes is now becoming a Wal-Mart
strength. The retailer’s merchan-
dise buyers understand, for in-
stance, that favorite espresso
brands can differ in cities two miles
apart—crucial knowledge in a coun-
try where 99% of households drink
coffee.

It wasn’t always so. Touring a hy-
permarket of the Bompreco chain,
Mr. Vasquez picked up a bottle of lav-
ender perfume and observed that
sales for the item jump some
2,000% before Feb. 2 each year. That
was a surprise to executives of Wal-
Mart when the U.S. company ac-
quired Bompreco several years ago,
but hardly to Bompreco veterans.
What they knew but no one from Ar-
kansas did: In an Afro-Brazilian reli-
gion called Candomble, practitio-
ners used the perfume each Febru-
ary in a rite honoring a sea goddess
named Yemaja.

Continued from first page

Wal-Mart thinks outside the big box to grow globally
FROM PAGE ONE

By Lilly Vitorovich

LONDON—Asda Group Ltd., Wal-
Mart Stores Inc.’s U.K. supermarket
business, Thursday warned that its
customers are facing another diffi-
cult year in 2010, after reporting
slowing comparable sales growth in
the second quarter.

Despite some signs that the U.K.
economy may be stabilizing, Asda
Chief Financial Officer Judith Mc-
Kennasaid:“Idon’thaveacrystalball,
butwedothinkthisisnotgoingtobea
straight-linerecovery,andthere’sgo-
ing to be twist and turns in it yet.”

U.K. supermarkets have proved
resilient during the recession, re-
porting higher sales and profits by
offering food and non-food prod-
ucts at prices shoppers consider af-
fordable. All the big operators have
announced plans to open new stores
and take on more staff, even as un-
employment soars in the rest of the
U.K. economy.

However, Asda, the nation’s sec-
ond-biggest supermarket operator
by market share behind Tesco PLC,
reported that its sales growth
slowed in the second quarter from
the first quarter. Sales from stores

open at least a year, excluding fuel
and the recently reduced value
added tax, rose 7.2% in the three
months to June 30, compared with
8.4% in the first quarter and the
same level as the 7.2% growth re-
ported for the last quarter of 2008.

It didn’t give any profit figures
or go into details on why sales
growth had slowed, but it did say it
was “growing its profit ahead of
sales,” underpinned by an “aggres-
sive” cost cutting program.

The U.K. supermarkets have dif-
ferent reporting periods, but Asda’s
second-quarter sales growth was

still better than the 4.3% rise that ri-
val Tesco reported for the 13 weeks
to May 30 from a year earlier.

However, the growth at Asda and
Tesco was outdone by the number
three and four British supermar-
kets, J Sainsbury PLC and William
Morrison Supermarkets PLC. Morri-
son posted an 8.2% increase for the
13 weeks to May 3, while Sainsbury
posted a 7.8% rise for the 12 weeks to
June 13.

The latest industry data shows
Tescohasa30.8%shareoftheU.K.gro-
cery market, with Asda at 17%. Sains-
bury has 16% and Morrison 11.6%.

Note: Fiscal years end January 31
Source: the company

Working abroad
Growth in Wal-Mart’s sales
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Europe moves to join Asia-led recovery
Weak bank lending
and unemployment
put rebound at risk
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Rebounds | Arrows are change in GDP in second quarter, charts are quarterly change
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By Sabrina Cohen

MILAN—As the economy bites
into the business of Italy’s cheese
makers, one bank takes a creative ap-
proach to financing them.

For years, Italy’s Credito Emil-
iano bank has been accepting Parmi-
giano Reggiano as collateral for the
loans it gives producers of the pun-
gent Italian cheese. So far this year,
the bank has extended loans worth
some Œ90 million ($127.9 mil-
lion)—a considerable amount for a
small regional bank—in exchange
for certificates for the value of the
wheels of Parmigiano, according to
William Bizzarri, head of Magazzini
Generali delle Tagliate, the unit of
Credito Emiliano that handles the
transactions.

There has been a 10% increase
this year in requests for this special
kind of cheese-based financing, says
Mr. Bizzarri.

Italy’s agriculture sector has
been one of the hardest hit by the
country’s economic downturn. The
parmigiano industry had already
been suffering from a decline in
prices—thanks in part to discount-
ing in Italian supermarkets. Parmi-
giano makers even received a bail-
out from the Italian government,
which earlier this year said it would
buy 100,000 wheels of parmigiano
and donate them to charity.

Credito Emiliano’s warehouses
have a storage capacity of 440,000
wheels of Parmigiano, valued at
more than Œ130 million.

When the loan is about the ex-
pire, the cheese maker can either re-
imburse the bank or let it sell the par-
migiano at market prices.

“Each round of cheese is branded
with a serial number and has a certif-
icate of authenticity,” said Mr. Biz-
zarri.

The news that Europe’s eco-
nomic engine is rebounding sug-
gests the region is joining the recov-
ery under way in China and increas-
ingly elsewhere in Asia. The green
shoots beyond the Continent are ex-
emplified by India’s announcement
Wednesday that industrial produc-
tion in June was nearly 8% higher
than a year earlier.

That contrasts with continued
patchiness in U.S. consumer spend-
ing: Retail sales unexpectedly fell
0.1% in July, suggesting American
households are hurting from job
losses, a weak housing market and
tight credit.

In contrast to previous upturns,
which relied heavily on U.S. consum-
ers, spending by governments and
households in Asia and Europe is
providing a platform for recovery in
both regions. That could benefit the
U.S. economy in coming months by
lifting American companies’ ex-
ports while consumers rebuild their
battered finances.

“We’re used to the U.S. leading
the way to recovery, but this time
we’re having to look eastwards to
Asia and to a homegrown recovery
in Europe,” said Julian Callow, chief
European economist at Barclays
Capital in London. However, the re-
bound will probably turn global in
the current quarter, he says: “Just as
it was a synchronized recession, it
will largely be a synchronized up-
turn,” he says.

Although U.S. gross domestic
product was still falling last quarter,
there have been signs of improve-
ment, including indications that
housing prices are stabilizing and a
report last week showing that the
jobless rate fell to 9.4% in July, the
first decline in more than a year.

The return to modest growth in
Germany and France meant that
GDP in the 16-nation euro currency
zone fell at an annualized rate of

0.4% in the second quarter—a big im-
provement on the euro zone’s 9.7%
pace of contraction in the first quar-
ter.

The euro zone’s combined GDP of
$13.6 trillion in 2008 is second only
to the U.S., and accounts for around
22% of the world economy, accord-
ing to the International Monetary
Fund.

Doubts remain about the sustain-
ability of the recovery in Europe’s
economic heartland next year. Stim-
ulus measures including car-scrap-
ping schemes will peter out, while
European banks are still cutting
back lending as they try to digest
losses from the financial crisis and
rebuild their capital.

Unemployment is still rising be-
cause continental Europe’s strictly
regulated labor markets react with a
delay to the business cycle. Layoffs
in France, for example, can involve
lengthy legal proceedings. The
strong euro could hold back a recov-
ery in exports to other world re-
gions. And some economists fear a
spreading swine-flu epidemic this
fall might cripple business, notably
in the retail sector.

That makes some economists
fear a W-shaped recovery, with a
risk of stagnation ahead before
growth becomes more robust.

Even in France and Germany,
business activity is picking up at a
very depressed level, so that the ten-
tative upturn still feels like a reces-
sion to many people.

On Aug. 5, steel giant ArcelorMit-
tal SA said it was restarting its blast
furnace in Florange, eastern France,
after a four-month stop caused by a
dearth of demand.

“That’s really good news,” said
Sylvie Brosius, a Florange resident.
“But we are all wondering whether
it’s restarting for good.” In a town
where ArcelorMittal is the largest
employer, for sale signs are visible
on many houses, and Ms. Brosius
says most people she knows have
reined in spending.

The European Central Bank has
so far sounded cautious about the
euro-zone outlook for the rest of
2009, predicting a return to sus-
tained growth only in 2010. Some
economists say they now believe the
ECB is behind the curve. Many indi-
cators and business surveys imply
further strengthening in the near

term, such as the purchasing man-
agers index for euro-zone manufac-
turing, which rose to an 11-month
high in July.

“The picture for the third quar-
ter is quite encouraging,” says Da-
vide Stroppa, chief economist at Ital-
ian bank UniCredit in Milan. Weak
banking lending is the “big ‘if’ ” for
Europe, he said, adding, “On the
other hand, most Europeans don’t
need to rebuild their personal sav-
ings, something that will put a cap
on consumer spending in the U.S.”

At German family-owned firm
Walter Kottmann GmbH, which
makes tools for the construction
and home-improvement sectors,
new orders started to rise again in
June and July, after falling nearly
40% in the year to May. The pickup is
noticeable in Northern Europe, but
not in Southern Europe, says owner
and Chief Executive Stefan Kirsch-
sieper.

The strong euro, which rose to
$1.42 on Thursday following the
GDP news, isn’t helping Mr. Kirsch-
sieper’s U.S. sales to recover. Over-
all, his order book is still 30% emp-
tier than a year ago.

German government subsidies
for the wages of workers whose
hours have been cut prevented hun-
dreds of thousands of job losses this
year, say analysts and business
groups. Some fear the policy has
merely delayed layoffs until this win-
ter. But many of the family-owned
firms that dominate Germany’s
economy are hoping to avoid layoffs
altogether.

Mr. Kirschsieper is holding on to
his workers until it becomes clear
how strong the economy is in
mid-2010, he says. “Companies that
are shedding skilled workers now
will struggle to find them again
later,” he says.

In France, a snapshot of the pack-
aging industry, which is seen as a
good yardstick of the broader eco-

nomic environment, suggests some
sectors are emerging from reces-
sion while others remain depressed.

Demand for paper-based packag-
ing from agro-food industries was
up 11% in the first six months of
2009 from a year earlier, says
Stéphane Teicher, a director at
CLIFE, France’s federation of pack-
aging makers. Demand from build-
ing-material firms was down 20%
over the period, he said.

Some euro-zone members are on
a slower path to recovery. Italy’s
GDP shrank at an annualized 1.9% in
the second quarter, according to
data published Wednesday, while
Spanish data due for release Friday
are expected to show an annualized
contraction of nearly 3.6% last quar-
ter.

Italy is struggling from struc-
tural problems including weak con-
sumer spending and a loss of inter-
national competitiveness. Spain is
feeling the implosion of its once-
booming construction sector, while
Spanish households and firms con-
tinue to cut spending in an effort to
pay down their mountains of debt.

The U.K., Europe’s third-biggest
economy and the largest outside the
euro zone, was still contracting in
the second quarter: GDP fell at an an-
nualized rate of 3.2% as tight bank
lending hit consumer spending and
business investment. The Bank of
England cast doubt last week on the
chances of a speedy rebound. Many
economists expect the U.K. to return
to growth by the fourth quarter at
the latest.

Europe’s “cash-for-clunkers” in-
centives to scrap old cars and buy
new ones are playing a big role in
supporting industry and consumer
spending. German car dealers sold
2.4 million vehicles from January to
July, a 27% increase from the year-
earlier period, the German auto in-
dustry federation VDA said last
week.

The success of Germany’s Œ2,500
($3,540) subsidy for trading in a
clunker has led to its emulation by
other countries including the U.S.
But Germany has said it won’t ex-
tend its program into 2010, which
means new-car sales are likely to
fall again. Next year, Europe’s big-
gest car maker Volkswagen AG will
look to emerging markets such as
China, Brazil and India for growth,
says company spokesman Peik von
Bestenbostel.

French car makers Renault SA
and PSA Peugeot Citroën SA sold
12% more cars between them in July
than a year ago, thanks to incentives
pushing up demand for their mostly
small and medium-size cars.

The French government is ex-
pected to extend its cash-for-clunk-
ers program beyond this year, for
fear its sudden end could nip growth
in the bud. “We are considering
ways to phase out the program grad-
ually,” a French finance ministry offi-
cial said.

Steady consumer spending in
Germany and France isn’t only
about cars. Above all, households in
both countries generally didn’t get
into heavy mortgage or credit-card
debt, unlike many in the U.S., U.K. or
Spain. French and German con-
sumer spending has remained sta-
ble throughout the recession, rising
modestly even in the first quarter
when the overall economy suffered
a massive plunge.

At present Germany is one of Eu-
rope’s most stable markets for food
retailers, says Gordon Campbell,
managing director of Spar Interna-
tional, the Netherlands-based hold-
ing company at the center of the
Spar supermarket franchise.

In contrast, Spar’s business is
down in Spain, Italy and Ireland, Mr.
Campbell says. The recession isn’t
over in these and other markets, in-
cluding in Europe’s struggling East,
he says.

LEADING THE NEWS

By Marcus Walker
in Berlin and David

Gauthier-Villars in Paris

With money tight, a bank takes
parmesan cheese as collateral
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Cap-and-trade’s unlikely critics: its creators
Pioneers of concept
question its efficacy
on a global scale

Abercrombie’s strategy of high-priced clothes loses cool

By Jon Hilsenrath

In the 1960s, a University of Wis-
consin graduate student named
Thomas Crocker came up with a
novel solution for environmental
problems: cap emissions of pollut-
ants and then let firms trade per-
mits that allow them to pollute
within those limits.

Now legislation using cap-and-
trade to limit greenhouse gases is
workingitswaythroughtheU.S.Con-
gress and could become the law of
the land. But Mr. Crocker and other
pioneers of the concept are doubtful
about its chances of success. They
aren’t abandoning efforts to curb
emissions. But they are tiptoeing
away from an idea they devised de-
cades ago, doubting it can work on
the grand scale now envisioned.

“I’m skeptical that cap-and-
trade is the most effective way to go
about regulating carbon,” says Mr.
Crocker, 73 years old, a retired econ-
omist in Centennial, Wyo. He says he
prefers an outright tax on emissions
because it would be easier to en-
force and provide needed flexibility
to deal with the problem.

The U.S. House of Representa-
tives has passed cap-and-trade legis-
lation. The Senate could take up a
measure in September. But Republi-
cans strongly oppose the idea—ar-
guing that it is a tax that will hurt
the economy—and Democrats are
struggling to come up with an ap-
proach that apportions the inevita-
ble cost of a cap-and-trade system
among different interests, from con-
sumers to utilities to coal plants.

Mr. Crocker, who went on to be-
come a professor at the University of
Wyoming, is one of two economists
who dreamed up cap-and-trade in
the 1960s. The other, John Dales, who
died in 2007, was also a skeptic of us-
ing the idea to tame global warning.

“It isn’t a cure-all for every-
thing,” Mr. Dales said in an inter-
view in 2001. “There are lots of situa-
tions that don’t apply.”

Mr.Crocker seestwo modern-day
problems in using a cap-and-trade
system to address the global green-
house-gas issue. The first is that car-
bon emissions are a global problem
with myriad sources. Cap-and-trade,
he says, is better suited for discrete,
local pollution problems. “It is not
clear to me how you would enforce a
permit system internationally,” he
says. “There are no institutions right

now that have that power.”
Europe has embraced cap-and-

trade rules. Emissions initially rose
there because industries were given
more permits than they needed, and
regulators have since tightened the
caps. Meanwhile China, India and
other developing markets are reluc-
tant to go along, fearing limits would
curb their growth. If they don’t partic-
ipate, there is little assurance that glo-
bal carbon emissions will slow much
even if the U.S. goes forward with its
own plan. And even if everyone signs
up, Mr. Crocker says, it isn’t clear the

limits will be properly enforced
across nations and industries.

The other problem, Mr. Crocker
says, is that quantifying the economic
damage of climate change—from
floods to failing crops—is fraught
with uncertainty. One estimate puts it
at anywhere between 5% and 20% of
global gross domestic product. With-
out knowing how costly climate
change is, nobody knows how tight a
grip to put on emissions.

In this case, he says Washington
needs to come up with an approach
that will be flexible and easy to ad-

just over a long stretch of time as
more becomes known about dam-
ages from greenhouse-gas emis-
sions. Mr. Crocker says cap-and-
trade is better suited for problems
where the damages are clear—like
acid rain in the 1990s—and a hard
limit is needed quickly.

“Once a cap is in place,” he
warns, “it is very difficult to adjust.”
For example, buyers of emissions
permits would see their value re-
duced if the government decided in
the future to loosen the caps.

Joseph Aldy, a White House ad-

viser on the environment, calls the ar-
gument a “straw man,” saying a mar-
ket-based cap is being designed with
built-in flexibility. For example, a
price ceiling on carbon allowances
could prevent the program from be-
coming too big a burden on house-
holds and businesses and a floor
would prevent a big loss in the value
of permits. And unlike a tax, he says, a
cap ensures carbon reduction.

Pollution has been a puzzle for
economists for decades. In the early
1900s, a British economist named
Arthur Pigou proposed taxes on pol-

luters. Ronald Coase, a University of
Chicago economist, won a Nobel
Prize for his 1960 book, “The Prob-
lem of Social Cost,” which showed
how market economics could ad-
dress pollution problems.

In 1966, Mr. Crocker, still strug-
gling to finish his thesis at the Uni-
versity of Wisconsin at Milwaukee,
sketched out the cap-and-trade idea
to deal with air pollution produced
by fertilizer plants in Florida. Mr.
Crocker first pitched the idea of trad-
ing at a conference in Washington.
He had been asked to attend as a

stand-in for a professor who
couldn’t go and present data on the
Florida plants. He didn’t have all the
data yet and came up with the the-
ory instead.

Working separately, Mr. Dales in
1968 published a book called, “Pollu-
tion, Property and Prices,” which
used the same approach for farmers
who were polluting Canadian lakes
and streams.

Their logic went like this: When
governments capped smog emis-
sions from power plants or the run-
off of pesticides by farmers into lo-
cal streams, it was indirectly putting
a value on these emissions. Some
farmers and some power plants
could reduce these emissions more
efficiently than others, and some
placed a higher value on them than
others. By setting caps on pollution
but then allowing the polluters to
trade these rights, the economists
theorized, the polluters themselves
would figure out the cheapest way
to meet new targets.

Another economist, David Mont-
gomery, advanced their ideas in the
1970s, converting their theories
into the complex mathematical for-
mulas to demonstrate that they
weren’t merely an idea but were
also economically feasible. Mr.
Montgomery, too, is a skeptic of cap-
and-trade for greenhouse gases. He
prefers an outright tax.

“You get huge swings in carbon
prices with a cap, which creates more
volatility and uncertainty for busi-
ness,” he says.

Cap-and-trade got a big boost in
1990, when President George H.W.
Bush signed amendments to the
CleanAirActthatimposednewlimits
on emissions of sulfur dioxide, which
produces acid rain. Economists said
the move let producers save billions
of dollars and still hit their targets.

Still, Messrs. Dales and Crocker
never got much personal mileage out
of the idea. Mr. Crocker says he had
such a hard time getting funding to
further his research on the subject
that he moved on to other matters. So
far, he has stayed on the sidelines in
the debate about cap-and-trade.

Thomas Crocker, left, devised a cap-and-trade system similar to one being considered in Congress, which was lobbied by students and
Washington residents in 2007 to reduce carbon emissions by 80% by the year 2050, right. He is dubious cap-and-trade will work.

MARKETPLACE

By Elizabeth Holmes

The clock is ticking on Abercrom-
bie & Fitch Co.’s strategy of selling
luxury-priced teen clothing as the re-
cession erodes sales and profit mar-
gins, and lower-priced competitors
outrun it.

The New Albany, Ohio, company,
which is expected Friday to report a
fiscal second-quarter loss of seven
cents a share excluding charges, has
refused to offer deep discounts, al-
lowing lower-priced rivals such as
Aeropostale Inc. and American Ea-
gle Outfitters Inc. to build sales and
finance attacks on its children’s and
young adults’ sales.

Aeropostale has posted in-
creases in sales at stores open at
least a year of 11% and 12% for the
first and second quarters this year.
In June, it opened its first P.S. from
Aeropostale children’s brand store
taking aim at Abercrombie’s own
children’s clothing.

In contrast, Abercrombie’s high
prices have produced 30% sales de-
clines at stores open at least a year
in each of the first two quarters.

The high prices for years gener-

ated some of the best profits in the
teenbusiness.Butthatisnolongerthe
case,saidRichardJaffe,amanagingdi-
rectorat brokersStifelNicolaus&Co.

From 2002 to 2007, its operating
margins hovered slightly below
20%. But last year, Abercrombie’s op-
erating margin fell to 13.3% and
Stifel Nicolaus expects it to fall to
just 3.9% this year, said Mr. Jaffe.

Abercrombie Chief Executive
Mike Jeffries declined to comment
ahead of quarterly earnings. The
company in the past has protested
Wall Street calls for deep discounts,
saying such moves would tarnish its
luxury brand and undercut efforts
to build international sales.

Abercrombie has been so reluc-
tant to compromise its flagship
brand in part because it believes it is
the key to international growth, em-
bodied by its large store in London.
The company’s strategy overseas is
to sell its clothing as a luxury Ameri-
can brand.

To preserve that air of exclusiv-
ity, the London outpost, a tourist
magnet, doesn’t offer discounts or
promotions of any kind. A men’s
polo shirt that retails for $60 in New

York sells for £60 ($99) in the Lon-
don store, which continues to post
year-over-year increases in
monthly sales. The company plans
to open a large store in Milan in Octo-
ber and in Tokyo in December.

Even so, it has several times em-
barked on price cuts to move unsold
inventories. Abercrombie has in-
sisted the markdowns are highly se-
lective and noted subtly by small
signs on tables—not the large red
signage in store windows as prac-
ticed by competitors. On sale, a typi-
cal Abercrombie item is much
pricier than its peers.

But there are signs it is edging to-
ward deep price cuts. At a San Fran-
cisco store in late July, more than
25% of its clothing was on promo-
tion, compared to just 10% a year ear-
lier, according to Ann Poole, an ana-
lyst at investment bankers Stephens
Inc. Earlier this year, bowing to pres-
sure from Wall Street, the company
said it would lower ticketed prices
at its Hollister and abercrombie chil-
dren’s brand for spring 2010.

“They don’t want to destroy the
brand positioning that they have,
which is the cool shop in the mall,”

says Marie Driscoll, a retail analyst
at Standard & Poor’s Equity Re-
search. “But cool is changing. And
part of cool now is value.”

The company, which earlier this
decade settled suits alleging dis-
crimination against Asian, African-
American and female employees,
was fined about £9,000 ($14,800) by
a British court Thursday for unlaw-
fully dismissing a London store em-
ployee with a prosthetic arm. The
company declined to comment.

Certainly, Wall Street is pushing
Abercrombie to abandon its high
prices, often double what its compet-
itors charge for similar clothing. An-
alyst say the luxury image is failing
to resonate with consumers amid
the recession.

Abercrombie swung to a loss of
$26.8 million in the fiscal first quar-
ter, from earnings of $62.1 million a
year earlier, on restructuring
charges and lower revenues.

Company supporters said Aber-
crombie has been loath to alter its
luxury-priced strategy to maintain
strong cash flow. The company
ended its fiscal year in January with
$490.8 million in cash from operat-

ing activities and no debt. But a year
of sharp sales declines could put the
company in a precarious position,
Stifel Nicolaus’s Mr. Jaffe said. He
believes the company is trying to
ride out the recession, relying on its
cash to support the stance.

“The feeling is: We’ve got the
cash, we’ve got the brand—the
worst thing we could do is act like
there’s a fire sale and bastardize our
brands,” Mr. Jaffe says. “It’s not a
question of survivability at this
point. It’s a question of returning to
historical levels of viability.”

Earlier this year, Abercrombie
said it would bring down some
prices at two of its already lower-
priced brands, Hollister and aber-
crombie, the children’s brand. The
company has said it is reworking its
sourcing arrangements to manufac-
ture less expensively, with plans to
pass on those savings to consumers.

But so far prices remain well
above rivals. A solid-colored polo
shirt at Abercrombie currently
costs about $50, while the same
style at American Eagle is priced at
$24.50. Aeropostale has a similar
shirt on sale this week for $10.
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Geithner says financial overhaul is on track
Treasury chief sees
no cause for alarm
in Wall Street profits

A WSJ NEWS ROUNDUP

LONDON—A law student with a
prosthetic arm has won her suit for
wrongful dismissal against U.S.
clothing retailer Abercrombie &
Fitch Co. after she was ordered to
work in the stockroom of its Lon-
don store.

Riam Dean says she was re-
moved from the London sales floor,
because the cardigan she wore to
cover her missing left forearm vio-
lated the teen-apparel merchant’s
strict dress code.

The 22-year-old testified that
her manager taunted her about her
disability. Abercrombie, which is
based in New Albany, Ohio, denied

this. A London employment trial or-
dered Abercrombie to pay Ms.
Dean about £9,000 ($14,800) in
compensation for injured feelings,
lost earnings and wrongful dis-
missal.

Abercrombie has gone to great
lengths to promote its version of
the all-American youth, stocking
its selling floors with scantily clad
employees, for example. But the
practice has brought a host of law-
suits. In 2004, Abercrombie set-
tled for about $50 million three
class-action diversity lawsuits al-
leging that the company’s “appear-
ance policy” favored white employ-
ees.

Abercrombie loses lawsuit

By Sara Murray

And Erica Alini

Amid signs of an economic recov-
ery, U.S. consumers proved to be a
disappointing weak spot as retail
sales dropped in July.

The Commerce Department said
Thursday that retail sales fell 0.1%
last month, surprising analysts, af-
ter making gains in May and June.
The “cash for clunkers” car trade-in
program boosted sales of autos and
parts by 2.4%, but it wasn’t enough
to prop up losses in other categories.

Excluding autos and parts, sales
dropped 0.6% from declines in gaso-
line prices and building-material
sales. Overall, retail sales have
fallen 8.3% in the past year, not ad-
justed for inflation.

Consumers continue to weigh on
the economy despite expectations
of improved gross domestic product
this quarter and signals that the bat-
tered manufacturing and housing
markets are beginning to stabilize.

Separately, initial claims for job-
less benefits rose to 558,000, a
4,000 increase, for the week ended
Aug. 8, the Labor Department said
Thursday. The four-week average
of new claims, which aims to
smooth volatility in the data, rose
8,500 to 565,000.

The combination of stagnant
wages and insecurity in a labor mar-
ket that’s still shedding jobs has
prompted Americans to save rather
than spend, a trend that’s likely to
continue through the second half of
the year, excluding bumps provided

by government programs such as
cash for clunkers.

July was no light at the end of the
tunnel at Waltham Floor Covering, a
family-owned business in Waltham,
Mass. “We were off for the month
and off for the year,” said Donald Par-
rella, one of the owners. Business is
down by about $300,000 from the
same period last year, which ended
with sales totaling $1.2 million.

Floor-installation orders in July
have been volatile, says Mr. Parrella,
with upticks in the beginning and at
the end of the month, and a slump in
the middle. To cut costs and ride out
such fluctuations, Mr. Parrella and his
two brothers laid off all of the floor in-

stallers on payroll by March and now
rely on outside contract labor.

Declines in retail spending
bruised nearly every sector, from
electronics and appliances to depart-
ment stores and home furnishings.
Clothing stores, bars and restau-
rants, and health and personal-care
stores experienced slight gains.

The latest consumer data are a re-
minder the economy isn’t likely to
experience a blockbuster third quar-
ter, but it doesn’t rule out growth.

“The consumer was never going
to be the linchpin of the first stage
of a recovery,” said Stephen Stan-
ley, a RBS Securities Inc. econo-
mist. “While it’s disappointing that

retail sales were softer than antici-
pated, it’s not necessarily a deal
killer for a positive GDP number in
the third quarter.” Growth in the
second half of the year is expected
to be primarily dependent on the
clunkers program and stabilization
in business investment and the
housing market.

The drop in sales, as well as other
economic news, led Macroeconomic
Advisers to revise its third-quarter
GDP forecast down to 2.8% growth
from 3.4% previously.

Business inventories fell 1.1% in
June to a seasonally adjusted
$1.35 trillion, the Commerce Depart-
ment said Thursday.

U.S. retail sales decline unexpectedly; jobless claims rise

Timothy Geithner, shown in July, said it was a a good sign that the financial system is returning to profitability.
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Riam Dean, shown in June, wore a
sweater to cover her prosthetic arm.

By Deborah Solomon

WASHINGTON—U.S. Treasury
Secretary Timothy Geithner said
the Obama administration
wouldn’t allow Wall Street to re-
sume business as usual and that
plans to overhaul financial-market
regulation were on track.

In an interview with The Wall
Street Journal, Mr. Geithner
pushed back against criticism that
Wall Street, which is returning to
profitability, hasn’t changed its
ways.

“I don’t think the financial sys-
tem is reverting to past practice,
and we won’t let that happen,” Mr.
Geithner said. “The big banks are
running with much less leverage
now, much more conservative liquid-
ity cushions. There has been a signif-
icant shrinking of their balance
sheets, getting rid of bad assets and
cleaning up. And the weakest parts
of the system don’t exist anymore.”

Some banks, including those
that received government bailout
money, are earning record profits,
increasing pay and ramping up
risk. Goldman Sachs Group Inc.,
for instance, recently recorded its
most profitable quarter ever and
boosted its degree of risk-taking as
measured by how much money it
could lose in a single day.

Mr. Geithner said the fact that
the financial system is returning to
profitability isn’t cause for concern
and is a “necessary precondition to
a stronger economy.”

“The consequence of achieving
stability is that people can raise
money, can raise equity, can bor-
row more easily at lower rates, that
these markets have liquidity
again,” Mr. Geithner said. “The fact
that the core parts of the U.S. finan-
cial system look like they’re profit-
able is overwhelmingly good.”

Still, the administration is con-
cerned about the potential for popu-
list anger, particularly as banks re-
sume paying high salaries and bo-
nuses to executives.

Last week, Wells Fargo & Co.
said it increased base salaries for
top executives as a way to get

around government rules capping
bonuses for firms receiving bailout
funds. A recent report from the
New York attorney general’s office
said nine banks that received gov-
ernment aid paid bonuses of nearly
$33 billion last year—including
more than $1 million apiece to
nearly 5,000 employees.

Government officials are in a
tough spot when it comes to curb-
ing pay. While the large numbers
may shock some, officials believe
that banks should be able to com-
pensate employees as they see fit,
as long as the pay doesn’t encour-
age unnecessary risk-taking and is

more closely tied to a company’s
long-term health.

“The president continues to be-
lieve, as he has long before he got
here, compensation has to be based…
not on reckless risk-taking, but on
value that you're providing and do-
ing so in a way that doesn’t jeopar-
dize your firm or taxpayers,” White
House Spokesman Robert Gibbs
said Wednesday. “I don’t think the
American people begrudge that
people make big salaries.”

To help blunt criticism, the ad-
ministration has appointed an offi-
cial, Kenneth Feinberg, to set and re-
view pay for the top 100 highest-

paid employees at seven firms re-
ceiving the largest sums of govern-
ment money. Those firms must sub-
mit packages for their top 25 em-
ployees Friday, and Mr. Feinberg
has 60 days to rule on the proposals.

Mr. Geithner said the financial-
services sector does need better
oversight and tougher rules if the
U.S. is to avoid a repeat of the finan-
cial crisis. He said the administra-
tion’s regulatory revamp would of-
fer better protection by having the
Federal Reserve oversee the coun-
try’s largest financial firms, a new
regulator for mortgages and credit
cards and tougher oversight of
credit derivatives and hedge funds,
among other things.

The administration’s proposal
has lost momentum since it was un-
veiled in June, with lawmakers
postponing votes on key portions,
the industry criticizing much of it
and regulators battling over turf.
But Mr. Geithner said the effort is
“doing fine” and predicted the ad-
ministration will get most of what
it was seeking when Congress re-
turns in September.

“There’s a high probability we’ll
get stronger protection for consum-
ers and authority to constrain ex-
cess risk-taking and create a more
stable system,” Mr. Geithner said.

He was more certain about the
administration’s other efforts, in-
cluding giving the government the
power to take over and break up
large faltering companies.

“We will get resolution author-
ity and help reduce moral hazard
and contain damage of future finan-
cial crises,” he said. “We’ll get a
council overseeing the whole sys-
tem and making sure we have
strong standards and are looking
ahead for gaps.”

LEADING THE NEWS
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Trouble in store?
Change from previous month in:
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 20.10 $25.48 –0.17 –0.66%
Alcoa AA 36.10 13.71 0.75 5.79%
AmExpress AXP 8.20 31.98 0.18 0.57%
BankAm BAC 312.70 17.00 1.07 6.72%
Boeing BA 3.30 46.62 0.28 0.60%
Caterpillar CAT 9.40 47.17 –0.41 –0.86%
Chevron CVX 7.60 68.53 –0.19 –0.28%
CiscoSys CSCO 37.00 21.51 0.08 0.37%
CocaCola KO 12.90 48.12 –0.34 –0.70%
Disney DIS 10.30 26.26 0.04 0.15%
DuPont DD 6.60 33.23 0.74 2.28%
ExxonMobil XOM 18.80 68.75 –0.36 –0.52%
GenElec GE 78.80 14.10 –0.03 –0.21%
HewlettPk HPQ 10.90 44.35 0.17 0.38%
HomeDpt HD 18.10 27.68 0.48 1.76%
Intel INTC 41.30 19.05 0.24 1.28%
IBM IBM 5.10 119.58 0.29 0.24%
JPMorgChas JPM 36.90 42.90 0.69 1.63%
JohnsJohns JNJ 7.90 60.32 –0.27 –0.45%
KftFoods KFT 7.60 28.35 –0.15 –0.53%
McDonalds MCD 9.40 55.78 –0.48 –0.85%
Merck MRK 13.00 30.98 0.24 0.78%
Microsoft MSFT 35.80 23.62 0.09 0.38%
Pfizer PFE 35.50 15.80 –0.06 –0.38%
ProctGamb PG 10.10 52.30 0.22 0.42%
3M MMM 4.10 72.60 0.27 0.37%
TravelersCos TRV 5.10 47.47 1.04 2.24%
UnitedTech UTX 5.70 57.40 –0.77 –1.32%
Verizon VZ 9.70 31.04 –0.17 –0.54%
WalMart WMT 29.80 51.88 1.37 2.71%

Dow Jones Industrial Average P/E: 15
LAST: 9398.19 s 36.58, or 0.39%

YEAR TO DATE: s 621.80, or 7.1%

OVER 52 WEEKS t 2,217.74, or 19.1%

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

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

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

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

Nomura $582 12.5% 63% 23% 14% …%

Daiwa Securities SMBC Co Ltd 418 9.0% 69% 23% 8% …%

Mizuho 332 7.1% 34% 46% 10% 10%

JPMorgan 213 4.6% 80% 5% 14% …%

Mitsubishi UFJ Securities 209 4.5% 13% 66% 10% 11%

Goldman Sachs 198 4.3% 79% 10% 11% …%

UBS 194 4.2% 67% 14% 19% …%

Morgan Stanley 191 4.1% 58% 27% 15% …%

Citi 184 4.0% 49% 31% 18% 2%

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

Contl  804 –29 40 –202 Societe Air France 426 15 9 –4

Swedish Match  59 –1 –1 –16 Alcatel Lucent 711 15 27 –104

Invensys  143 –1 –6 –34 Kabel Deutschland  456 16 34 –30

FKI  108 –1 –2 –47 Rio Tinto  167 20 34 –46

Porsche Automobil Hldg  207 –1 16 –106 Valeo 231 21 31 –85

Unilever  24 ... 1 –8 Stena Aktiebolag 731 23 38 –44

E.ON 62 ... 1 –3 Rhodia 618 25 26 –270

Thales 39 ... –1 –13 Norske Skogindustrier 1088 26 –4 –172

ENI  44 ... 1 –5 Rallye 914 32 26 –380

Nokia  35 ... ... –9 Peugeot 371 33 76 –11

Source: Markit Group

Dow Jones Stoxx 50: Thursday’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

ING Groep Netherlands Life Insurance $29.6 9.97 6.86% –54.4% –70.0%

UBS Switzerland Banks 51.9 17.22 5.39 –20.8 –72.7

Rio Tinto U.K. General Mining 61.2 24.10 4.22 –39.2 4.8

BASF Germany Commodity Chemicals 47.3 36.01 4.17 –9.8 13.6

Credit Suisse Grp Switzerland Banks 60.1 54.35 3.13 5.5 –20.7

Nestle S.A. Switzerland Food Products $148.1 41.40 –2.27% –16.6 1.7

GlaxoSmithKline U.K. Pharmaceuticals 110.8 11.69 –1.85 –8.2 –19.3

Sanofi-Aventis S.A. France Pharmaceuticals 86.0 45.77 –1.29 –5.6 –35.5

BG Grp U.K. Integrated Oil & Gas 60.7 10.22 –1.06 –8.5 44.4

Unilever Netherlands Food Products 47.9 19.55 –1.01 2.7 8.4

...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

Anglo Amer 42.8 19.22 3.06% –34.3% –21.6%
U.K. (General Mining)
Soc. Generale 44.1 53.09 2.91 –17.9 –55.0
France (Banks)
UniCredit 58.7 2.45 2.83 –23.0 –54.4
Italy (Banks)
Deutsche Bk 41.5 46.80 2.51 –22.3 –47.3
Germany (Banks)
HSBC Hldgs 191.0 6.69 2.45 –10.4 –19.3
U.K. (Banks)
BHP Billiton 58.9 15.90 2.25 0.5 53.0
U.K. (General Mining)
Daimler 49.1 32.39 1.86 –21.8 –21.6
Germany (Automobiles)
Barclays 65.6 3.59 1.66 3.7 –43.6
U.K. (Banks)
ABB 43.4 20.02 1.62 –21.4 26.3
Switzerland (Industrial Machinery)
Banco Bilbao Viz 63.5 11.86 1.50 4.6 –31.7
Spain (Banks)
Intesa Sanpaolo 49.5 2.92 1.48 –22.3 –38.7
Italy (Banks)
Allianz SE 49.3 76.20 1.36 –30.9 –42.4
Germany (Full Line Insurance)
Koninklijke Phlps 22.7 16.33 1.27 –28.5 –37.9
Netherlands (Consumer Electronics)
BNP Paribas S.A. 83.3 55.75 1.18 –7.8 –33.5
France (Banks)
AXA S.A. 48.2 16.14 0.78 –24.3 –44.5
France (Full Line Insurance)
Iberdrola S.A. 43.5 6.10 0.74 –26.0 –15.5
Spain (Conventional Electricity)
ENI 92.9 16.22 0.68 –25.0 –33.0
Italy (Integrated Oil & Gas)
Banco Santander 120.0 10.29 0.64 –7.3 –8.9
Spain (Banks)
E.ON 78.3 27.36 0.63 –30.4 –16.8
Germany (Multiutilities)
Tesco 48.5 3.72 0.60 –3.8 –0.8
U.K. (Food Retailers & Wholesalers)

ArcelorMittal 55.7 24.98 0.52% –52.4% –1.8%
Luxembourg (Iron & Steel)
Assicurazioni Gen 32.7 16.20 0.50 –27.1 –37.1
Italy (Full Line Insurance)
Siemens 75.6 57.84 0.49 –23.8 –12.4
Germany (Diversified Industrials)
British Amer Tob 63.6 18.94 0.48 2.3 31.0
U.K. (Tobacco)
SAP 58.1 33.14 0.36 –14.4 –11.0
Germany (Software)
L.M. Ericsson Tel B 28.7 68.70 0.29 –1.7 –41.5
Sweden (Telecommunications Equipment)
Telefonica S.A. 117.2 17.43 0.17 5.4 31.3
Spain (Fixed Line Telecommunications)
Astrazeneca 67.6 28.04 0.13 7.0 –14.9
U.K. (Pharmaceuticals)
Roche Hldg Part. Cert. 109.1 166.30 0.12 –11.5 –25.2
Switzerland (Pharmaceuticals)
Vodafone Grp 124.6 1.29 –0.19 –7.8 16.7
U.K. (Mobile Telecommunications)
Nokia 49.7 9.28 –0.22 –46.8 –44.6
Finland (Telecommunications Equipment)
France Telecom 66.0 17.68 –0.31 –11.0 8.0
France (Fixed Line Telecommunications)
BP 173.4 5.06 –0.32 –4.0 –17.0
U.K. (Integrated Oil & Gas)
GDF Suez 90.5 28.04 –0.34 –23.0 –0.9
France (Multiutilities)
Royal Dutch Shell A 93.7 18.49 –0.51 –20.2 –32.3
U.K. (Integrated Oil & Gas)
Novartis 119.2 48.28 –0.66 –21.9 –31.3
Switzerland (Pharmaceuticals)
Bayer 50.7 42.88 –0.79 –20.5 8.1
Germany (Specialty Chemicals)
Total S.A. 129.9 38.33 –0.85 –20.1 –28.0
France (Integrated Oil & Gas)
Deutsche Telekom 56.5 9.07 –0.93 –17.3 –20.0
Germany (Mobile Telecommunications)
Diageo 42.4 9.27 –1.01 –4.9 –2.4
U.K. (Distillers & Vintners)

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 0.65% 0.86% 2.7% 5.5% -3.3%
Event Driven 0.92% 1.93% 5.1% 8.6% -19.7%
Equity Market Neutral -0.12% -0.10% 0.4% -3.4% -7.7%
Equity Long/Short -0.34% 2.00% 3.3% 2.5% -13.0%

*Estimates as of 08/12/09, 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 0.92 104.19% 0.02% 1.87 0.85 1.27

Eur. High Volatility: 11/1 1.72 108.88 0.04 3.89 1.56 2.51

Europe Crossover: 11/1 6.14 113.33 0.10 9.71 5.77 7.63

Asia ex-Japan IG: 11/1 1.41 109.23 0.04 3.84 1.21 2.22

Japan: 11/1 1.78 114.70 0.05 4.33 1.41 2.32

 Note: Data as of August 12

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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U.S. car makers plan production boosts
Ford, GM and Chrysler see customer demand grow from ‘cash for clunkers’ rebate program for older vehicles

A Ford dealership in Virginia advertises the ‘cash for clunkers’ program, which has boosted demand.

Volkswagen and Porsche
reach merger agreement

Economy & Politics

Magna sweetens its bid for Opel

Coordinated strike
A Taliban leader’s killing
in Pakistan has broader
implications > Page 9

By Jeff Bennett

DETROIT—Ford Motor Co.
boosted its production plans for the
rest of the year as U.S. consumers,
spurred by the “cash for clunkers”
program, continue streaming into
showrooms to buy.

Ford increased its third-quar-
ter production to 495,000 vehi-
cles, driven primarily by the de-
mand for the Ford Focus car and Es-
cape crossover. The company will
build 6,000 more Focus vehicles
during the quarter through over-
time and Saturday shifts.

It is the third time the car maker
has tweaked its output, which now
will be 18% higher than the year-ear-
lier period.

Ford also said it will now build
570,000 vehicles in the fourth quar-
ter, 33% higher than year-earlier lev-
els and 15% above planned third-
quarter output.

Chrysler Group LLC, Ford and
General Motors Co. are attempting
to respond to the unexpected de-
mand created by the clunkers pro-
gram. Consumers are provided as
much as $4,500 to trade in their old
vehicles and buy new, more fuel-effi-
cient models.

Ford’s chief economist Ellen
Hughes-Cromwick said the clunkers
program could generate as much as
750,000 innew-vehicle sales for thein-
dustry and is now on pace to run out
of money within the next three weeks.

“This is what fiscal stimulus is
supposed to do when you are in the
financial situation we were in,” Ms.
Hughes-Cromwick said.

A total of 338,659 vehicle sales
qualified for the clunkers program
as of Thursday morning, accord-
ing to the U.S. Department of
Transportation. More than $1.42
billion of the $3 billion allocated

for the program has been spent.
Ford’s European executives said

Wednesday they are holding formal
talks with different governments to
continue similar clunkers programs
that are boosting sales in such coun-
tries as Germany. Russia, which is in a
deep economic slump, said Wednes-
day it, too, will start a scrappage offer.

George Pipas, Ford’s sales chief,

declined to say if the auto maker will
formerly press the Obama adminis-
tration to continue funding the
clunkers program.

Most auto makers, caught by sur-
prise with the popularity of the pro-
gram, had been keeping their inven-
tories at historic low levels amid the
U.S. recession that started about a
year ago. Consumers quickly ate

into that inventory as buyers—both
those who were qualified for the
clunkers program and those who
were ineligible for the rebate—
started to flock to showrooms at the
end of July.

Mr. Pipas said he doesn’t think
Ford will be left with too much in-
ventory once the program ends.
“We will find that when we get to
the end of the year, our inventory
levels will still be viewed at historic
lows,” he said.

Auto parts makers are “being
stretched thin” in some areas due
to the production increases but
there have been no delivery prob-
lems to date, Ford spokesman Mark
Truby said.

Chrysler already increased out-
put of its minivans and pickup
trucks while GM is in the midst of re-
viewing production figures and
forecasts to determine the scope of
its increase.

Despite the production boosts,
automotive sales still remain histori-
cally low. The U.S. annualized sell-
ing rate at the end of July jumped to
11.2 million new cars and pickups af-
ter meandering in the mid-nine mil-
lion range for the first half of the
year. Sales totaled 13.2 million in
2008 and 16.1 million in 2007.

Ford shares were up 19 cents, or
2.4%, to $7.89 in 4 p.m. composite
trading Thursday on the New York
Stock Exchange. Chrysler and GM
aren’t publicly traded.

CORPORATE NEWS

By Kevin Kingsbury

And Ulrike Dauer

German auto makers Volks-
wagen AG and Porsche Automobil
Holding SE Thursday said they
reached a broad agreement to
merge the premium sportscar man-
ufacturer into Volkswagen.

As part of the deal, Volkswagen
said it will pay as much as Œ3.3 bil-
lion ($4.7 billion) to take a 42% stake
in Porsche’s core sports-car arm by
the end of 2009, a precursor to a full
merger of Porsche’s holding com-
pany with VW in 2011.

The deal represents a dramatic
turn of events for Porsche, which
made a bold attempt to take over its
much-larger rival by accumulating a
roughly 70% stake through shares
and options. That effort was de-
railed by the slump in auto demand
brought on by the global economic
downturn.

As part of the arrangement, VW
Chief Executive Martin Win-
terkorn will take over as CEO of
Porsche on Sept. 15, replacing the
recently deposed head of Porsche
Wendelin Wiedeking.

In an effort to pay for the deal
and maintain its investment-grade
credit rating, Volkswagen will fi-
nance the acquisition by selling as
much as Œ3.3 billion in preferred
shares the first half of next year, sub-
ject to shareholder approval.

To help whittle down a Œ10 bil-
lion debt load, Porsche also plans to
sell shares in the first half of 2011 in
an amount that could exceed Œ5 bil-
lion. To help pay for their end of the

capital increase, the Piech and Por-
sche families that own Porsche plan
to sell Europe’s biggest auto-distri-
bution business to Volkswagen, the
companies said.

Talks for a state-backed Qatari
investment fund to buy options on
Volkswagen shares from Porsche
will continue, the companies said.
Qatar would become the new
group’s third largest shareholder
once it exercises the options, after
Porsche and the German state of
Lower Saxony.

The state of Lower Saxony—
which includes Wolfsburg, where
VW is headquartered—will remain
the new group’s second largest
shareholder. It will keep a blocking
minority and name two supervisory
board members in the new group.

The companies expect to finalize
details of the deal in the coming
weeks.

The deal will create an inte-
grated automotive group with 10 car
brands and annual sales of around
6.4 million vehicles. The merger will
boost Volkswagen’s operating
profit by some Œ700 million annu-
ally over the long term, the car
maker said.
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By Nico Schmidt

And Sharon Terlep

FRANKFURT—A consortium led
by Canadian car-parts maker Ma-
gna International Inc. on Thursday
appeared to move a step closer to se-
curing a deal to acquire the majority
of General Motors Co.’s Eurpean
arm after it tried to address GM’s
criticisms of its initial proposals.

GM confirmed Thursday it re-
ceived a revised offer from the Ma-
gna group for a majority stake in its
Opel and Vauxhall brands and said it
will review the proposal over the
next few days.

The German government, which
must provide financial guarantees
and financing for any deal, also re-
ceived the new proposal, but hasn’t
yet decided on the funding package
it will provide, according to GM
Group Vice President John Smith,
the company’s lead Opel negotiator.

The German government, which

has so far favored Magna over rival
bidder RHJ International SA, de-
clined to comment.

The terms of the revised Magna
proposal weren’t been disclosed.

Magna is being backed by Rus-
sian savings bank OAO Sberbank
and Russian car maker OAO GAZ.
In either Opel proposal GM will re-
tain a stake in the car maker and its
sister British brand, Vauxhall, as
will the German government and
labor unions.

GM had signaled it had issues
with Magna’s initial proposal. The
U.S. car maker feared that a deal
with Magna could essentially hand
over advanced engine and transmis-
sion technology to Russia and sty-
mie the auto maker’s ability to com-
pete in that country down the road.

A Magna spokeswoman said all
outstanding issues between GM and
the Magna bidding group had been
resolved. Among other things, the
spokeswoman said, Magna and its
partners agreed that if Sberbank
later decides to sell its 27.5% stake in
the Opel and Vauxhall business, it
couldn’t sell it to any party other
than Gaz or the Russian state devel-
opment bank VEB without GM’s ap-
proval.

GM Chief Executive Frederick
“Fritz” Henderson on Thursday
stopped short of saying the re-
vised Magna bid fully addressed
GM’s concerns.

“We are evaluating it [the Magna
proposal], and we will spend the
next few days evaluating it,” Mr.
Henderson said at an event to show
off a new battery facility near De-
troit. The CEO said he expects to
brief the GM board next week on the
revised offer.

In an interview earlier in the
week, GM’s Mr. Smith said the com-
pany expects to have an agreement
with one of Opel’s bidders by the
time German elections heat up dur-
ing the last week in August.

In their earlier proposal, Ma-
gna and Sberbank each wanted a
27.5% stake in Opel in return for
Œ500 million ($710 million) of capi-
tal. GM would retain a 35% stake
and 10% would be placed in the
hands of employees.

At the end of May, the German
federal governments and states
with Opel locations said they would
provide Œ1.5 billion in an emergency
credit line as well as Œ4.5 billion in
state guarantees.

RHJ, meanwhile, has said pub-
licly it wants to invest Œ275 million
in Opel, but requires a lower amount
of state backing than Magna. Ini-
tially, RHJ asked for state guaran-
tees of Œ3.8 billion, but according to
media reports over the past few
weeks the amount shrank to less
than Œ3 billion.

RHJ wasn’t immediately avail-
able to comment.

Opel’s employee representatives
and German state and federal gov-
ernments have repeatedly vocalized
their preference for Magna’s bid,
and a spokesman for German Chan-
cellor Angela Merkel said earlier
this week she is ready to get person-
ally involved in the talks.

A person familiar with the mat-
ter said Thursday that a German gov-
ernment task force, which includes
representatives from the federal
government and the states with
Opel locations, will meet on Monday
to discuss the latest bids from Ma-
gna and RHJ International.

Talks for a Qatari
fund to buy options
on VW shares from
Porsche will go on.
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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.

2.44% 15 DJ Global Index -a % % 205.71 0.96% –19.4% 4.28% 13 U.S. Select Dividend -b % % 574.13 –0.42% –20.4%

2.00% 17 Global Dow 1195.40 0.52% –20.1% 1811.63 0.93% –23.5% 4.38% 16 Infrastructure 1296.10 0.23% –16.6% 1763.27 0.64% –20.2%

3.13% 31 Stoxx 600 230.50 0.80% –19.4% 246.04 1.38% –22.7% 1.63% 8 Luxury 789.70 0.58% –11.3% 955.42 0.98% –15.0%

3.28% 20 Stoxx Large 200 246.70 0.68% –19.9% 261.99 1.26% –23.1% 6.14% 5 BRIC 50 372.70 1.60% –11.0% 507.09 2.01% –14.7%

2.38% -11 Stoxx Mid 200 213.50 1.32% –16.7% 226.66 1.89% –20.0% 4.36% 12 Africa 50 723.20 1.66% –22.5% 654.98 2.07% –25.8%

2.42% 252 Stoxx Small 200 134.60 1.51% –16.5% 142.89 2.09% –19.9% 3.59% 7 GCC % % 1444.72 0.79% –46.7%

3.17% 22 Euro Stoxx 250.40 0.83% –21.1% 267.27 1.41% –24.3% 2.99% 15 Sustainability 757.50 0.34% –17.6% 912.72 0.76% –21.0%

3.31% 16 Euro Stoxx Large 200 266.50 0.73% –21.6% 282.70 1.30% –24.8% 2.36% 13 Islamic Market -a % % 1753.83 0.80% –18.3%

2.40% -13 Euro Stoxx Mid 200 235.80 1.22% –18.6% 250.11 1.79% –21.9% 2.65% 13 Islamic Market 100 1547.40 –0.37% –14.4% 1889.96 0.05% –18.0%

2.71% 22 Euro Stoxx Small 200 144.50 1.69% –17.7% 153.13 2.27% –21.1% 2.65% 13 Islamic Turkey -c % % % %

5.65% 9 Stoxx Select Dividend 30 1293.30 1.62% –26.9% 1581.99 2.20% –29.8% 2.08% 14 DJ U.S. TSM % % 10337.50 –0.25% –21.9%

4.90% 11 Euro Stoxx Select Div 30 1557.80 2.47% –29.5% 1912.91 3.06% –32.4% % DJ-UBS Commodity 127.00 0.59% –28.0% 131.80 1.16% –30.9%

*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 1.1855 1.9669 1.1074 0.1662 0.0373 0.1965 0.0124 0.3131 1.6946 0.2276 1.0939 ...

 Canada 1.0838 1.7981 1.0124 0.1519 0.0341 0.1796 0.0114 0.2862 1.5492 0.2081 ... 0.9142

 Denmark 5.2086 8.6418 4.8656 0.7301 0.1639 0.8633 0.0546 1.3756 7.4457 ... 4.8061 4.3937

 Euro 0.6995 1.1607 0.6535 0.0981 0.0220 0.1159 0.0073 0.1847 ... 0.1343 0.6455 0.5901

 Israel 3.7865 6.2824 3.5371 0.5308 0.1192 0.6276 0.0397 ... 5.4128 0.7270 3.4939 3.1941

 Japan 95.4650 158.3908 89.1780 13.3815 3.0047 15.8220 ... 25.2119 136.4672 18.3283 88.0877 80.5295

 Norway 6.0337 10.0108 5.6363 0.8458 0.1899 ... 0.0632 1.5935 8.6252 1.1584 5.5674 5.0897

 Russia 31.7718 52.7142 29.6794 4.4535 ... 5.2657 0.3328 8.3908 45.4178 6.0999 29.3165 26.8011

 Sweden 7.1341 11.8365 6.6643 ... 0.2245 1.1824 0.0747 1.8841 10.1982 1.3697 6.5828 6.0180

 Switzerland 1.0705 1.7761 ... 0.1501 0.0337 0.1774 0.0112 0.2827 1.5303 0.2055 0.9878 0.9030

 U.K. 0.6027 ... 0.5630 0.0845 0.0190 0.0999 0.0063 0.1592 0.8616 0.1157 0.5561 0.5084

 U.S. ... 1.6591 0.9341 0.1402 0.0315 0.1657 0.0105 0.2641 1.4295 0.1920 0.9227 0.8435

Source: Thomson Reuters via WSJ Market Data Group

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

WSJ.com

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

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

Corn (cents/bu.) CBOT 332.00 –4.25 –1.26% 707.00 302.00
Soybeans (cents/bu.) CBOT 1018.75 –25.25 –2.42 1,557.50 670.00
Wheat (cents/bu.) CBOT 509.25 –8.50 –1.64 1,155.75 503.50
Live cattle (cents/lb.) CME 88.200 –0.150 –0.17 118.500 81.250
Cocoa ($/ton) ICE-US 2,932 32 1.10% 3,217 1,961
Coffee (cents/lb.) ICE-US 136.05 –2.65 –1.91 189.00 112.00
Sugar (cents/lb.) ICE-US 22.21 –0.76 –3.31 23.33 11.05
Cotton (cents/lb.) ICE-US 64.09 0.21 0.33 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,515.00 55 2.24 2,685 1,965
Cocoa (pounds/ton) LIFFE 1,856 17 0.92 1,953 1,187
Robusta coffee ($/ton) LIFFE 1,415 –22 –1.53 2,324 1,250

Copper (cents/lb.) COMEX 292.90 9.10 3.21 378.00 131.15
Gold ($/troy oz.) COMEX 956.50 4.00 0.42 1,060.00 494.00
Silver (cents/troy oz.) COMEX 1498.70 40.20 2.76 2,009.00 886.00
Aluminum ($/ton) LME 2,065.00 140.50 7.30 2,811.00 1,288.00
Tin ($/ton) LME 15,100.00 475.00 3.25 21,400.00 9,750.00
Copper ($/ton) LME 6,415.00 389.00 6.46 7,761.00 2,815.00
Lead ($/ton) LME 1,907.00 107.00 5.94 2,115.00 870.00
Zinc ($/ton) LME 1,927.50 125.50 6.96 1,927.50 1,065.00
Nickel ($/ton) LME 21,150 1,830 9.47 21,195 9,000

Crude oil ($/bbl.) NYMEX 72.48 0.47 0.65 125.66 45.13
Heating oil ($/gal.) NYMEX 1.9028 0.0107 0.57 4.0400 1.2589
RBOB gasoline ($/gal.) NYMEX 2.0192 –0.0061 –0.30 3.0875 1.1450
Natural gas ($/mmBtu) NYMEX 3.336 –0.143 –4.11 12.059 3.366
Brent crude ($/bbl.) ICE-EU 73.94 0.53 0.72 116.93 44.75
Gas oil ($/ton) ICE-EU 608.00 3.25 0.54 1,086.00 411.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Aug. 13
Per In

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

Argentina peso-a 5.4840 0.1823 3.8363 0.2607

Brazil real 2.6177 0.3820 1.8312 0.5461

Canada dollar 1.5492 0.6455 1.0838 0.9227
1-mo. forward 1.5491 0.6455 1.0837 0.9228

3-mos. forward 1.5489 0.6456 1.0836 0.9229
6-mos. forward 1.5487 0.6457 1.0834 0.9231

Chile peso 777.93 0.001285 544.20 0.001838
Colombia peso 2852.00 0.0003506 1995.10 0.0005012

Ecuador US dollar-f 1.4295 0.6995 1 1
Mexico peso-a 18.3737 0.0544 12.8533 0.0778

Peru sol 4.1727 0.2397 2.9190 0.3426
Uruguay peso-e 33.236 0.0301 23.250 0.0430

U.S. dollar 1.4295 0.6995 1 1
Venezuela bolivar 3.07 0.325779 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.6946 0.5901 1.1855 0.8436
China yuan 9.7686 0.1024 6.8336 0.1463

Hong Kong dollar 11.0795 0.0903 7.7506 0.1290
India rupee 68.7018 0.0146 48.0600 0.0208

Indonesia rupiah 14191 0.0000705 9928 0.0001007
Japan yen 136.47 0.007328 95.47 0.010475

1-mo. forward 136.43 0.007330 95.44 0.010478
3-mos. forward 136.36 0.007334 95.39 0.010483

6-mos. forward 136.22 0.007341 95.29 0.010494
Malaysia ringgit-c 5.0154 0.1994 3.5085 0.2850

New Zealand dollar 2.1017 0.4758 1.4703 0.6802
Pakistan rupee 118.005 0.0085 82.550 0.0121

Philippines peso 68.466 0.0146 47.895 0.0209
Singapore dollar 2.0631 0.4847 1.4432 0.6929

South Korea won 1761.14 0.0005678 1232.00 0.0008117
Taiwan dollar 47.011 0.02127 32.887 0.03041
Thailand baht 48.667 0.02055 34.045 0.02937

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

Euro zone euro 1 1 0.6995 1.4295

1-mo. forward 1.0000 1.0000 0.6995 1.4295

3-mos. forward 1.0000 1.0000 0.6996 1.4295

6-mos. forward 1.0001 0.9999 0.6996 1.4293

Czech Rep. koruna-b 25.785 0.0388 18.038 0.0554

Denmark krone 7.4457 0.1343 5.2086 0.1920

Hungary forint 269.83 0.003706 188.76 0.005298

Norway krone 8.6252 0.1159 6.0337 0.1657

Poland zloty 4.1305 0.2421 2.8895 0.3461

Russia ruble-d 45.418 0.02202 31.772 0.03147

Sweden krona 10.1982 0.0981 7.1341 0.1402

Switzerland franc 1.5303 0.6535 1.0705 0.9341

1-mo. forward 1.5298 0.6537 1.0702 0.9344

3-mos. forward 1.5289 0.6541 1.0695 0.9350

6-mos. forward 1.5269 0.6549 1.0682 0.9362

Turkey lira 2.1128 0.4733 1.4780 0.6766

U.K. pound 0.8616 1.1607 0.6027 1.6592

1-mo. forward 0.8616 1.1606 0.6028 1.6591

3-mos. forward 0.8617 1.1605 0.6028 1.6590

6-mos. forward 0.8617 1.1605 0.6028 1.6590

MIDDLE EAST/AFRICA
Bahrain dinar 0.5389 1.8555 0.3770 2.6525

Egypt pound-a 7.9294 0.1261 5.5470 0.1803

Israel shekel 5.4128 0.1847 3.7865 0.2641

Jordan dinar 1.0153 0.9849 0.7103 1.4080

Kuwait dinar 0.4106 2.4352 0.2873 3.4812

Lebanon pound 2154.97 0.0004640 1507.50 0.0006634

Saudi Arabia riyal 5.3608 0.1865 3.7502 0.2667

South Africa rand 11.4746 0.0871 8.0270 0.1246

United Arab dirham 5.2505 0.1905 3.6730 0.2723

SDR -f 0.9175 1.0899 0.6418 1.5581

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

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

 31 EUROPE DJ Stoxx 600 230.48 1.83 0.80% 17.1% –19.4%

 15 DJ Stoxx 50 2347.13 12.52 0.54 13.6% –19.1%

 22 Euro Zone DJ Euro Stoxx 250.36 2.07 0.83 12.4% –21.1%

 18 DJ Euro Stoxx 50 2705.74 17.53 0.65 10.4% –19.4%

 11 Austria ATX 2404.42 77.75 3.34 37.3% –31.6%

 13 Belgium Bel-20 2279.59 6.25 0.27 19.4% –25.4%

 11 Czech Republic PX 1166.9 52.0 4.66 36.0% –19.4%

 15 Denmark OMX Copenhagen 308.72 5.76 1.90 36.5% –20.1%

 13 Finland OMX Helsinki 5965.65 84.02 1.43 10.4% –30.0%

 15 France CAC-40 3524.39 17.15 0.49 9.5% –20.3%

 23 Germany DAX 5401.11 51.02 0.95 12.3% –16.2%

 … Hungary BUX 18520.52 448.68 2.48 51.3% –10.6%

 12 Ireland ISEQ 2948.93 56.72 1.96 25.8% –34.5%

 11 Italy FTSE MIB 21827.19 280.81 1.30 12.2% –24.2%

 9 Netherlands AEX 290.02 1.07 0.37 17.9% –29.2%

 13 Norway All-Shares 351.55 0.75 0.21 30.1% –25.0%

 17 Poland WIG 35998.12 773.34 2.20 32.2% –12.0%

 14 Portugal PSI 20 7579.30 59.29 0.79 19.5% –11.5%

 … Russia RTSI 1054.57 29.45 2.87% 66.9% –41.3%

 10 Spain IBEX 35 11046.8 113.0 1.03 20.1% –4.8%

 15 Sweden OMX Stockholm 274.05 3.80 1.41 34.2% –2.8%

 13 Switzerland SMI 5986.72 24.23 0.41 8.2% –16.9%

 … Turkey ISE National 100 44484.23 594.48 1.35 65.6% 6.6%

 12 U.K. FTSE 100 4755.46 38.70 0.82 7.2% –13.5%

 34 ASIA-PACIFIC DJ Asia-Pacific 116.12 2.20 1.93 24.1% –9.8%

 … Australia SPX/ASX 200 4435.9 92.8 2.14 19.2% –10.9%

 … China CBN 600 27334.52 248.25 0.92 85.1% 39.7%

 19 Hong Kong Hang Seng 20861.30 426.06 2.08 45.0% –2.5%

 18 India Sensex 15518.49 498.33 3.32 60.9% 5.4%

 … Japan Nikkei Stock Average 10517.19 82.19 0.79 18.7% –18.8%

 … Singapore Straits Times 2614.18 42.87 1.67 48.4% –7.2%

 11 South Korea Kospi 1564.64 –0.71 –0.05% 39.1% –0.5%

 18 AMERICAS DJ Americas 265.04 0.72 0.27 17.2% –21.4%

 … Brazil Bovespa 56692.28 104.02 0.18 51.0% 3.2%

 18 Mexico IPC 28080.72 –15.30 –0.05 25.5% 3.1%

*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. 13, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.80% 18 ALL COUNTRY (AC) WORLD* 269.09 0.70% 18.2% –22.2%

2.80% 19 World (Developed Markets) 1,058.58 0.88% 15.0% –22.5%

2.50% 20 World ex-EMU 124.05 0.72% 15.3% –21.3%

2.60% 21 World ex-UK 1,055.33 0.84% 14.2% –22.1%

3.50% 18 EAFE 1,442.24 0.56% 16.6% –24.2%

2.40% 16 Emerging Markets (EM) 840.24 –0.55% 48.2% –19.4%

4.00% 12 EUROPE 79.58 1.03% 14.6% –19.7%

4.20% 13 EMU 161.64 1.76% 13.8% –28.8%

3.70% 15 Europe ex-UK 87.08 1.20% 12.2% –19.7%

4.90% 10 Europe Value 90.79 1.24% 17.1% –18.9%

3.00% 16 Europe Growth 67.75 0.82% 12.1% –20.7%

3.20% 15 Europe Small Cap 140.09 0.73% 38.8% –16.5%

2.40% 8 EM Europe 226.22 0.45% 42.4% –40.9%

4.50% 9 UK 1,403.70 0.98% 6.8% –12.4%

2.90% 14 Nordic Countries 124.59 2.30% 27.0% –23.2%

1.80% 7 Russia 607.23 1.09% 47.3% –50.0%

3.60% 12 South Africa 654.18 –0.74% 13.0% –4.9%

2.90% 19 AC ASIA PACIFIC EX-JAPAN 358.66 –1.20% 45.0% –14.0%

1.70%-118 Japan 594.84 –1.45% 12.2% –27.6%

2.10% 18 China 59.98 –2.99% 47.0% –5.6%

1.00% 20 India 596.47 –0.49% 61.5% 4.0%

0.90% 23 Korea 435.19 –1.13% 41.8% –0.1%

2.80% 31 Taiwan 251.13 –0.23% 44.9% –6.7%

2.00% 25 US BROAD MARKET 1,113.93 1.20% 13.4% –20.2%

1.50% -44 US Small Cap 1,503.81 1.57% 20.6% –18.1%

3.50% 14 EM LATIN AMERICA 3,366.87 1.86% 62.0% –22.4%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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GM boosts China exports
Local joint venture
to ship microvans
to emerging markets

A GM venture will expand sales of the Wuling N200 in South America, the Middle
East and North Africa, building up the auto maker’s use of China as an export hub.

G
M

CORPORATE NEWS

By David McLaughlin

NEW YORK—A judge Thursday
said Chrysler’s creditors can sue its
former parent, Daimler AG, which
the creditors accuse of stripping
Chrysler of its most valuable assets
in 2007.

Judge Arthur Gonzalez of the U.S.
Bankruptcy Court in Manhattan
cleared the way for the committee
representing unsecured creditors to
sue Daimler in a bid to boost their re-
covery in Chrysler’s bankruptcy case.

Creditors have said in court pa-
pers that Daimler’s 2007 restructur-
ing of Chrysler caused billions of dol-
lars in damages and left Chrysler at
or near insolvency. Daimler sold
Chrysler to Cerberus Capital Man-
agement that year.

A lawyer for the committee said
its recovery from the lawsuit could
be in the billions of dollars.

A Daimler lawyer told Judge
Gonzalez at a hearing Monday that
there was no merit to the lawsuit.

Many of the details of the lawsuit
have been redacted in court papers.

On June 1, Judge Gonzalez ap-
proved the sale of the bulk of
Chrysler’s assets to a new company
owned by Fiat SpA of Italy, the U.S.
government and the United Auto
Workers Union. The remnants left in
bankruptcy, formally called Old Car
Co. LLC, are being wound down.

U.S. judge allows
Chrysler creditors
to sue Daimler

By Norihiko Shirouzu

BEIJING—General Motors Co.
said it and its Chinese partners will
expand exports of low-cost micro-
minivans to additional markets in
South America, the Middle East and
North Africa, apparently part of a
wider strategy to become more glo-
bally competitive by using China as
an export hub.

While GM’s primary focus in China
will continue to be the domestic mar-
ket, the world’s only major market
growing in the global economic down-
turn, “we’re keen to develop exports,”

said GM China President Kevin Wale
in a telephone interview.

“Obviously, as we develop more
expertise and a broader range of
product [in China] there will be
more opportunities for us to export
them,” he said.

GM said Thursday its three-way
joint venture SAIC GM Wuling Auto-
mobile Co. will expand exports of
two micro-minivans designed and
produced in China: the Wuling N200
and N300 models, vehicles that Chi-
nese farmers and other rural resi-
dents use for both commercial and
personal use. The company plans to
sell both models under the Chevro-
let brand through GM’s distribution
channels in South America, the Mid-
dle East and North Africa.

GM, which holds a 34% stake in
Wuling, didn’t disclose any official
target for volume. But Mr. Wale said

GM expects the business to grow to
shipments of “tens of thousands” of
vehicles a year over time. Last year,
GM exported 3,200 Wuling vans and
12,000 GM cars from China.

Though the plan had to be
scrapped in the end, GM tried ear-
lier this year to position China as a
factory floor for the U.S., much the
same way American apparel, shoe
and electronics producers have
used China’s relatively low labor
rates to make products more afford-
able and boost profit margins.

When GM disclosed earlier this
year plans to export a new line of
compact cars from China to the U.S.,
while seeking tens of billions of dol-
lars in U.S. government assistance
to shed debt and keep afloat, it
sparked an outcry from the United
Auto Workers union and Congress.

The union and lawmakers suc-

cessfully put pressure on the Obama
administration to persuade GM to
drop the plan, forcing it to retool an

existing plant in Michigan to pro-
duce those compact cars.

It wasn’t immediately clear the
extent of GM’s ambitions to export
from China. But Mr. Wale made it
clear Thursday that it plans to go be-
yond shipping Wuling’s low-cost
vans. Though volume is still limited,
“we already export cars to many
countries around the world,” includ-
ing Buicks GM makes in China with a
Chinese partner, Mr. Wale said. “We
will continue to do that as opportu-
nity arises.”

In an interview with The Wall
Street Journal earlier this year,
then-GM Asia Pacific President Nick
Reilly said that in the future GM
“will probably generate fairly signifi-
cant exports” out of China.
Mr. Reilly now heads GM’s interna-
tional operations.

Honda Motor Co. is one of the
biggest exporters among foreign
car makers in China. The Japanese
company ships a subcompact car,
the Honda Jazz (called the Fit in the
U.S.) to Europe from a plant in
Guangzhou.
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EFG-Hermes Saudi Arabia Equity EA EQ SAU 08/04 SAR 5.63 18.7 –39.0 NS
EFG-Hermes Telecom OT EQ BMU 05/29 USD 28.96 12.9 –18.6 –8.2

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

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 08/12 USD 318.22 29.6 3.9 3.7
Sel Emerg Mkt Equity GL EQ GGY 08/12 USD 184.95 41.2 –15.9 –11.1
Sel Euro Equity EUR US EQ GGY 08/12 EUR 88.37 17.4 –25.0 –22.9
Sel European Equity EU EQ GGY 08/12 USD 166.35 21.0 –27.6 –21.1
Sel Glob Equity GL EQ GGY 08/12 USD 174.25 21.3 –23.4 –19.7
Sel Glob Fxd Inc GL BD GGY 08/12 USD 135.23 4.9 –5.6 –2.1
Sel Pacific Equity AS EQ GGY 08/12 USD 127.68 41.2 –10.9 –8.7
Sel US Equity US EQ GGY 08/12 USD 114.15 13.3 –23.5 –17.4
Sel US Sm Cap Eq US EQ GGY 08/12 USD 158.33 21.1 –24.8 –19.3

n SEB Sicav 2
Nordic Small Cap -C- OT OT LUX 08/13 EUR 112.82 NS NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 08/12 EUR 24.28 –7.4 –50.2 –48.1
MP-TURKEY.SI OT OT SVN 08/12 EUR 29.81 52.6 –23.4 –22.4

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 08/12 EUR 3.13 49.0 –56.6 –42.5
Parex Eastern Europ Bal OT OT LVA 08/12 EUR 12.32 43.6 –10.3 –6.0
Parex Eastern Europ Bd EU BD LVA 08/12 USD 13.17 51.0 –6.4 –1.0
Parex Russian Eq EE EQ LVA 08/12 USD 15.61 80.3 –37.9 –21.8

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 08/13 USD 152.85 37.8 –12.5 –13.9
PF (LUX)-Asian Eq-Pca AS EQ LUX 08/13 USD 145.94 37.1 –13.2 –14.7
PF (LUX)-Biotech-Pca OT EQ LUX 08/12 USD 280.88 –1.5 –25.9 –4.7
PF (LUX)-CHF Liq-Pca CH MM LUX 08/12 CHF 124.20 0.2 0.5 1.3
PF (LUX)-CHF Liq-Pdi CH MM LUX 08/12 CHF 93.75 0.2 0.5 1.3
PF (LUX)-Digital Comm-Pca OT EQ LUX 08/12 USD 101.91 25.3 –5.8 –7.2
PF (LUX)-East Eu-Pca EU EQ LUX 08/12 EUR 244.82 83.3 –34.8 –26.1
PF (LUX)-Emg Mkts-Pca GL EQ LUX 08/13 USD 447.32 47.0 –19.9 –15.0
PF (LUX)-Eu Indx-Pca EU EQ LUX 08/12 EUR 90.89 18.9 –18.9 –18.0
PF (LUX)-EUR Bds-Pca EU BD LUX 08/12 EUR 377.69 1.1 4.3 2.1
PF (LUX)-EUR Bds-Pdi EU BD LUX 08/12 EUR 287.42 1.1 4.3 2.1
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 08/12 EUR 141.59 13.4 8.1 3.7
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 08/12 EUR 99.54 13.4 8.1 3.7
PF (LUX)-EUR HiYld-Pca EU BD LUX 08/12 EUR 129.72 43.8 –1.7 –5.2
PF (LUX)-EUR HiYld-Pdi EU BD LUX 08/12 EUR 75.20 43.8 –1.7 –5.2
PF (LUX)-EUR Liq-Pca EU MM LUX 08/12 EUR 135.78 0.9 2.0 2.9
PF (LUX)-EUR Liq-Pdi EU MM LUX 08/12 EUR 97.85 0.8 2.0 2.9
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 08/12 EUR 102.37 0.5 1.7 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 08/12 EUR 101.01 0.5 1.7 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 08/12 EUR 361.89 18.3 –22.5 –23.6
PF (LUX)-EuSust Eq-Pca EU EQ LUX 08/12 EUR 118.96 17.6 –19.0 –21.0
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 08/12 USD 227.31 20.0 13.0 9.2
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 08/12 USD 154.63 20.0 13.0 9.2
PF (LUX)-Gr China-Pca AS EQ LUX 08/13 USD 316.51 48.8 –0.1 –5.4
PF (LUX)-Indian Eq-Pca EA EQ LUX 08/13 USD 304.03 58.7 –9.8 –9.6
PF (LUX)-Jap Index-Pca JP EQ LUX 08/13 JPY 9314.66 14.3 –22.6 –22.7
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 08/13 JPY 8107.46 11.0 –27.8 –27.8
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 08/13 JPY 7882.82 10.6 –28.2 –28.2
PF (LUX)-JpEq130/30-Pca JP EQ LUX 08/13 JPY 4560.02 16.2 –22.4 –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 08/13 USD 235.63 48.8 –6.4 –7.7
PF (LUX)-Piclife-Pca CH BA LUX 08/12 CHF 757.26 9.8 –4.8 –6.1
PF (LUX)-PremBrnds-Pca OT EQ LUX 08/12 EUR 55.55 25.8 –12.6 –17.6
PF (LUX)-Rus Eq-Pca OT OT LUX 08/12 USD 45.72 100.2 –40.4 NS
PF (LUX)-Security-Pca GL EQ LUX 08/12 USD 86.95 21.7 –10.2 –11.5
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 08/12 EUR 405.27 24.2 –21.6 –21.6
PF (LUX)-US Eq-Ica US EQ LUX 08/12 USD 92.45 13.2 –22.0 –13.7
PF (LUX)-USA Index-Pca US EQ LUX 08/12 USD 81.43 12.3 –20.7 –15.6
PF (LUX)-USD Gov Bds-Pca US BD LUX 08/12 USD 502.76 –5.2 4.2 5.7
PF (LUX)-USD Gov Bds-Pdi US BD LUX 08/12 USD 368.92 –5.2 4.2 5.7

PF (LUX)-USD Liq-Pca US MM LUX 08/12 USD 130.93 0.6 1.2 2.3
PF (LUX)-USD Liq-Pdi US MM LUX 08/12 USD 85.49 0.6 1.2 2.3
PF (LUX)-USD Sov Liq-Pca OT OT LUX 08/12 USD 101.56 0.3 1.3 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 08/12 USD 100.85 0.3 1.3 NS
PF (LUX)-Water-Pca GL EQ LUX 08/12 EUR 112.97 9.7 –17.3 –14.3
PF (LUX)-WldGovBds-Pca GL BD LUX 08/13 USD 160.97 –2.3 6.5 8.3
PF (LUX)-WldGovBds-Pdi GL BD LUX 08/13 USD 133.24 –2.3 6.5 8.3

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 08/12 USD 11.20 42.9 –12.2 –12.4
Japan Fund USD JP EQ IRL 08/13 USD 16.44 11.9 11.5 –4.4
Polar Healthcare Class I USD OT OT IRL 08/12 USD 11.70 NS NS NS
Polar Healthcare Class R USD OT OT IRL 08/12 USD 11.70 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 08/12 EUR 631.73 12.1 –22.2 NS
Core Eurozone Eq B EU EQ IRL 08/12 EUR 752.02 14.4 –19.1 NS
Euro Fixed Income A EU BD IRL 08/12 EUR 1189.02 5.0 –2.0 –3.0
Euro Fixed Income B EU BD IRL 08/12 EUR 1266.44 5.4 –1.4 –2.4
Euro Small Cap A EU EQ IRL 08/12 EUR 1075.51 26.9 –22.4 –25.9
Euro Small Cap B EU EQ IRL 08/12 EUR 1149.40 27.3 –21.9 –25.4
Eurozone Agg Eq A EU EQ IRL 08/12 EUR 585.58 17.8 –22.0 –21.8
Eurozone Agg Eq B EU EQ IRL 08/12 EUR 839.62 18.3 –21.5 –21.4
Glbl Bd (EuroHdg) A GL BD IRL 08/12 EUR 1321.30 10.4 3.7 1.6
Glbl Bd (EuroHdg) B GL BD IRL 08/12 EUR 1399.23 10.8 4.4 2.3
Glbl Bd A EU BD IRL 08/12 EUR 1057.64 7.9 7.7 1.1
Glbl Bd B EU BD IRL 08/12 EUR 1123.79 8.3 8.3 1.7
Glbl Real Estate A OT EQ IRL 08/12 USD 792.66 18.9 –29.7 –22.4
Glbl Real Estate B OT EQ IRL 08/12 USD 815.29 19.3 –29.3 –22.0
Glbl Real Estate EH-A OT EQ IRL 08/12 EUR 724.14 15.4 –30.6 –23.8
Glbl Real Estate SH-B OT EQ IRL 08/12 GBP 67.80 14.4 –31.4 –23.4
Glbl Strategic Yield A EU BD IRL 08/12 EUR 1435.38 27.0 –1.4 –1.2
Glbl Strategic Yield B EU BD IRL 08/12 EUR 1532.56 27.4 –0.8 –0.6
Japan Equity A JP EQ IRL 08/12 JPY 12390.00 19.9 –20.8 –22.5
Japan Equity B JP EQ IRL 08/12 JPY 13175.00 20.3 –20.3 –22.0
PacBasn (Ex-Jap) Eq A AS EQ IRL 08/12 USD 1950.16 51.6 –5.2 –8.5
PacBasn (Ex-Jap) Eq B AS EQ IRL 08/12 USD 2076.43 52.2 –4.6 –8.0
Pan European Eq A EU EQ IRL 08/12 EUR 861.99 20.0 –21.0 –20.6
Pan European Eq B EU EQ IRL 08/12 EUR 916.77 20.4 –20.6 –20.1
US Equity A US EQ IRL 08/12 USD 787.40 17.7 –22.2 –15.7
US Equity B US EQ IRL 08/12 USD 841.10 18.1 –21.7 –15.2
US Small Cap A US EQ IRL 08/12 USD 1172.20 16.6 –24.3 –17.2
US Small Cap B US EQ IRL 08/12 USD 1252.91 17.0 –23.8 –16.7

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 08/13 EUR 13.44 –4.9 14.5 11.7
Asset Sele C H-CHF OT OT LUX 08/13 CHF 93.40 NS NS NS
Asset Sele C H-GBP OT OT LUX 08/13 GBP 94.26 NS NS NS
Asset Sele C H-JPY OT OT LUX 08/13 JPY 9381.52 NS NS NS
Asset Sele C H-NOK OT OT LUX 08/13 NOK 107.83 –4.2 NS NS
Asset Sele C H-SEK OT OT LUX 08/13 SEK 135.15 –5.2 15.5 12.1
Asset Sele C H-USD OT OT LUX 08/13 USD 94.15 NS NS NS
Asset Sele D H-SEK OT OT LUX 08/13 SEK 126.84 –5.2 NS NS
Choice Global Value -C- GL EQ LUX 08/13 SEK 68.39 13.6 –23.4 –26.1
Choice Global Value -D- OT OT LUX 08/13 SEK 65.52 13.6 –23.4 NS
Choice Global Value -I- OT OT LUX 08/13 EUR 5.96 22.4 –29.0 –28.7
Choice Japan Fd -C- OT OT LUX 08/13 JPY 50.91 13.2 –21.7 –23.7
Choice Japan Fd -D- OT OT LUX 08/13 JPY 45.78 13.2 –21.6 –23.7
Choice Jpn Chance/Risk JP EQ LUX 08/13 JPY 53.08 18.5 –26.0 –26.7
Choice NthAmChance/Risk US EQ LUX 08/13 USD 3.55 26.7 –25.3 –15.1
Ethical Europe Fd OT OT LUX 08/13 EUR 1.78 18.9 –24.5 –25.0
Europe 1 Fd OT OT LUX 08/13 EUR 2.55 22.4 –23.3 –24.8
Europe 3 Fd EU EQ LUX 08/13 EUR 3.65 19.4 –24.8 –25.7
Global Chance/Risk Fd GL EQ LUX 08/13 EUR 0.54 15.5 –18.0 –19.8
Global Fd -C- OT OT LUX 08/13 USD 1.93 16.0 –23.0 –18.4
Global Fd -D- OT OT LUX 08/13 USD 1.21 15.9 NS NS
Nordic Fd OT OT LUX 08/13 EUR 5.11 26.3 –10.7 –14.5

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 08/13 USD 6.60 45.6 –5.0 –9.7
Choice Asia ex. Japan -D- OT OT LUX 08/13 USD 1.16 45.6 NS NS

Currency Alpha EUR -IC- OT OT LUX 08/13 EUR 10.48 –3.9 –2.2 1.3
Currency Alpha EUR -RC- OT OT LUX 08/13 EUR 10.40 –4.2 –2.6 0.8
Currency Alpha SEK -ID- OT OT LUX 08/13 SEK 97.51 –7.7 –6.2 NS
Currency Alpha SEK -RC- OT OT LUX 08/13 SEK 106.23 –4.2 –2.6 0.8
Generation Fd 80 OT OT LUX 08/13 SEK 7.25 13.5 –10.9 NS
Nordic Focus EUR NO EQ LUX 08/13 EUR 69.28 38.9 –16.4 NS
Nordic Focus NOK NO EQ LUX 08/13 NOK 74.43 38.9 –16.4 NS
Nordic Focus SEK NO EQ LUX 08/13 SEK 75.36 38.9 –16.4 NS
Russia Fd OT OT LUX 08/13 EUR 6.60 97.8 –31.6 –21.2

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 08/13 USD 1.63 17.3 –21.0 –16.8
Ethical Glbl Fd -C- OT OT LUX 08/13 USD 0.75 13.6 NS NS
Ethical Glbl Fd -D- OT OT LUX 08/13 USD 0.73 21.8 –18.9 –17.4
Ethical Sweden Fd NO EQ LUX 08/13 SEK 37.89 37.4 3.0 –9.6
Index Linked Bd Fd SEK OT BD LUX 08/13 SEK 12.82 0.7 1.5 4.4
Medical Fd OT EQ LUX 08/13 USD 2.94 2.6 –18.4 –9.6
Short Medium Bd Fd SEK NO MM LUX 08/13 SEK 8.80 1.1 1.8 2.7
Technology Fd -C- OT OT LUX 08/13 USD 0.18 NS NS NS
Technology Fd -D- OT OT LUX 08/13 USD 2.17 39.5 –14.3 –9.2
World Fd -C- OT OT LUX 08/13 USD 26.43 NS NS NS
World Fd -D- OT OT LUX 08/13 USD 2.00 25.1 –13.6 –11.1

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 08/13 EUR 1.27 0.0 0.2 1.4
Short Bond Fd EUR -D- OT OT LUX 08/13 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 08/13 SEK 21.92 1.7 2.0 2.8
Short Bond Fd USD US MM LUX 08/13 USD 2.49 –0.2 0.4 1.7

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 08/13 SEK 10.16 1.0 –1.7 0.3
Alpha Bond Fd SEK -B- NO BD LUX 08/13 SEK 8.80 1.0 –1.7 0.3
Alpha Bond Fd SEK -C- NO BD LUX 08/13 SEK 25.44 0.9 –1.9 0.1
Alpha Bond Fd SEK -D- NO BD LUX 08/13 SEK 7.92 0.9 –1.9 0.1
Alpha Short Bd SEK -A- NO MM LUX 08/13 SEK 11.07 2.4 2.7 3.3
Alpha Short Bd SEK -B- NO MM LUX 08/13 SEK 10.13 2.4 2.7 3.3
Alpha Short Bd SEK -C- NO MM LUX 08/13 SEK 21.65 2.4 2.6 3.2
Alpha Short Bd SEK -D- NO MM LUX 08/13 SEK 8.19 2.4 2.6 3.2
Bond Fd SEK -C- NO BD LUX 08/13 SEK 42.07 1.2 9.4 6.1
Bond Fd SEK -D- NO BD LUX 08/13 SEK 12.22 1.3 9.5 5.5
Corp. Bond Fd EUR -C- EU BD LUX 08/13 EUR 1.21 11.2 2.8 1.4
Corp. Bond Fd EUR -D- EU BD LUX 08/13 EUR 0.93 11.3 2.9 1.2
Corp. Bond Fd SEK -C- NO BD LUX 08/13 SEK 12.01 11.8 –0.6 0.2
Corp. Bond Fd SEK -D- NO BD LUX 08/13 SEK 9.08 11.8 –0.6 0.3
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 08/13 EUR 102.69 –1.1 3.7 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 08/13 EUR 107.10 3.4 8.2 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 08/13 SEK 1093.94 3.4 8.2 NS
Flexible Bond Fd -C- NO BD LUX 08/13 SEK 21.32 2.2 5.7 4.5
Flexible Bond Fd -D- NO BD LUX 08/13 SEK 11.66 2.2 5.7 4.5

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 08/13 USD 2.28 48.2 –11.6 –8.4
Eastern Europe Fd OT OT LUX 08/13 EUR 2.23 29.9 –26.5 –22.7

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 08/13 SEK 26.58 58.4 11.2 –14.6
Eastern Europe SmCap Fd OT OT LUX 08/13 EUR 2.05 56.3 –27.4 –28.3
Europe Chance/Risk Fd EU EQ LUX 08/13 EUR 941.72 23.5 –26.0 –26.9
Listed Private Equity -C- OT OT LUX 08/13 EUR 117.66 42.9 NS NS
Listed Private Equity -IC- OT OT LUX 08/13 EUR 68.23 65.2 NS NS
Listed Private Equity -ID- OT OT LUX 08/13 EUR 66.24 60.6 NS NS
Nordic Small Cap -IC- OT OT LUX 08/13 EUR 113.03 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 08/13 SEK 77.22 –3.6 –20.8 –14.2
Asset Sele Defensive Acc EUR -C- OT OT LUX 08/13 EUR 98.62 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 08/13 SEK 98.75 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 08/13 USD 99.90 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 08/13 SEK 70.55 –3.6 –20.9 –15.5
Asset Sele Opp C H NOK OT OT LUX 08/13 NOK 97.51 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 08/13 SEK 96.59 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 08/13 EUR 97.22 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 08/13 GBP 97.22 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 08/13 SEK 97.30 NS NS NS
Asset Sele Original C EUR OT OT LUX 08/13 EUR 99.30 NS NS NS
Asset Sele Original D GBP OT OT LUX 08/13 GBP 99.50 NS NS NS
Asset Sele Original ID GBP OT OT LUX 08/13 GBP 99.37 NS NS NS

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 08/06 USD 1000.24 6.4 –41.5 –13.2
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 08/11 EUR 28.80 1.6 –6.7 1.2
Bonds Eur Corp A OT OT LUX 08/11 EUR 22.50 8.5 4.2 0.9
Bonds Eur Hi Yld A OT OT LUX 08/11 EUR 19.02 43.0 –0.2 –5.8
Bonds EURO A OT OT LUX 08/12 EUR 40.58 2.8 8.7 5.4
Bonds Europe A OT OT LUX 08/12 EUR 39.04 3.1 8.0 4.9
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 08/12 USD 35.56 12.8 13.0 8.7
Bonds World A OT OT LUX 08/12 USD 41.01 3.0 7.3 8.8
Eq. China A OT OT LUX 08/12 USD 21.47 43.6 5.3 –9.3
Eq. ConcentratedEuropeA OT OT LUX 08/12 EUR 24.49 18.9 –22.4 –22.8
Eq. Eastern Europe A OT OT LUX 08/12 EUR 18.63 41.0 –42.3 –32.4
Eq. Equities Global Energy OT OT LUX 08/12 USD 16.01 12.3 –29.3 –13.9
Eq. Euroland A OT OT LUX 08/12 EUR 9.64 5.2 –26.8 –25.6
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 08/11 EUR 15.82 15.2 –23.9 –19.7
Eq. EurolandFinancialA OT OT LUX 08/12 EUR 10.91 29.5 –24.1 –25.9
Eq. Glbl Emg Cty A OT OT LUX 08/12 USD 8.45 41.4 –16.7 –14.7
Eq. Global A OT OT LUX 08/12 USD 24.79 17.8 –19.4 –19.0
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 08/12 USD 25.16 20.3 12.7 –0.2
Eq. Japan Sm Cap A OT OT LUX 08/12 JPY 1115.56 23.2 –10.3 –23.7
Eq. Japan Target A OT OT LUX 08/13 JPY 1812.39 15.8 –1.4 –11.2
Eq. Pacific A OT OT LUX 08/12 USD 8.81 38.1 –13.1 –12.3
Eq. US ConcenCore A OT OT LUX 08/12 USD 19.77 21.7 –16.8 –11.8
Eq. US Lg Cap Gr A OT OT LUX 08/12 USD 13.66 26.7 –25.8 –15.1
Eq. US Mid Cap A OT OT LUX 08/11 USD 25.74 28.5 –23.2 –15.1
Eq. US Multi Strg A OT OT LUX 08/11 USD 19.15 19.9 –26.7 –18.1
Eq. US Rel Val A OT OT LUX 08/12 USD 18.86 21.4 –24.6 –21.0
Eq. US Sm Cap Val A OT OT LUX 08/12 USD 15.06 16.4 –33.4 –25.4
Eq. US Value Opp A OT OT LUX 08/12 USD 14.82 14.3 –32.7 –26.1
Money Market EURO A OT OT LUX 08/12 EUR 27.36 0.9 2.5 3.4
Money Market USD A OT OT LUX 08/12 USD 15.82 0.5 1.4 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 08/13 JPY 9554.00 11.0 –22.3 –29.8
YMR-N Japan Fund OT OT IRL 08/13 JPY 10531.00 11.6 –23.7 –27.8
YMR-N Small Cap Fund OT OT IRL 08/13 JPY 7490.00 16.7 –12.3 –28.6

n Yuki 77 Series
Yuki 77 General JP EQ IRL 08/13 JPY 6543.00 10.8 –26.8 –29.3
Yuki 77 Growth JP EQ IRL 08/13 JPY 6098.00 3.1 –32.1 –33.8

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 08/13 JPY 6842.00 9.6 –26.1 –29.8
Yuki Chugoku JpnLowP JP EQ IRL 08/13 JPY 8690.00 6.1 –17.0 –24.4

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 08/13 JPY 7376.00 9.0 –26.2 –30.1

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 08/13 JPY 4866.00 7.0 –30.1 –29.9
Yuki Hokuyo Jpn Inc JP EQ IRL 08/13 JPY 5583.00 5.8 –25.4 –23.7
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 08/13 JPY 5496.00 16.8 –11.8 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 08/13 JPY 4652.00 9.5 –32.7 –33.2
Yuki Mizuho Jpn Dyn Gro OT OT IRL 08/13 JPY 4963.00 10.5 –32.3 –33.6
Yuki Mizuho Jpn Exc 100 OT OT IRL 08/13 JPY 7035.00 15.3 –26.6 –29.7
Yuki Mizuho Jpn Gen OT OT IRL 08/13 JPY 8920.00 11.2 –24.0 –29.9
Yuki Mizuho Jpn Gro OT OT IRL 08/13 JPY 6779.00 8.4 –22.2 –30.2
Yuki Mizuho Jpn Inc OT OT IRL 08/13 JPY 8058.00 1.3 –28.7 –27.1
Yuki Mizuho Jpn Lg Cap OT OT IRL 08/13 JPY 5368.00 7.7 –26.5 –28.9
Yuki Mizuho Jpn LowP OT OT IRL 08/13 JPY 12795.00 12.9 –11.8 –21.2
Yuki Mizuho Jpn PGth OT OT IRL 08/13 JPY 8583.00 12.3 –26.2 –30.6
Yuki Mizuho Jpn SmCp OT OT IRL 08/13 JPY 7560.00 23.3 –10.9 –27.7
Yuki Mizuho Jpn Val Sel OT OT IRL 08/13 JPY 6067.00 16.8 –18.8 –24.4
Yuki Mizuho Jpn YoungCo OT OT IRL 08/13 JPY 3101.00 29.9 –15.5 –35.2

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 08/13 JPY 5158.00 14.6 –30.5 –31.9

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 08/13 JPY 5627.00 10.4 –25.5 –30.4
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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 07/31 EUR 991.34 –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 07/31 USD 132.39 30.8 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 07/31 EUR 88.05 2.2 –13.3 NS
Key Europe Long/Short EUR -RC- OT OT LUX 07/31 EUR 87.48 1.9 –13.8 NS

n SEB KEY Hedge

Key Hedge EUR -IC- OT OT LUX 07/31 EUR 99.04 7.5 –2.9 NS
Key Hedge EUR-RC- OT OT LUX 07/31 EUR 98.43 7.2 –3.4 NS

n SEB KEY Market Independent II
Key Market Independent II EUR -RC- OT OT LUX 07/31 EUR 93.43 8.5 –6.1 NS
Key Market Independent II SEK -I- OT OT LUX 07/31 SEK 90.92 9.0 –6.2 NS

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 07/31 EUR 85.04 5.4 –15.7 NS
Key Recovery -RC- OT OT LUX 07/31 EUR 84.51 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 08/11 USD 39.88 –52.0 –31.1 –4.1
Superfund GCT USD* OT OT LUX 08/11 USD 2071.00 –43.7 –31.4 –7.6
Superfund Gold A (SPC) OT OT CYM 08/11 USD 828.98 –26.2 –18.7 9.8
Superfund Gold B (SPC) OT OT CYM 08/11 USD 794.30 –38.9 –27.8 4.2
Superfund Q-AG* OT OT AUT 08/11 EUR 6186.00 –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 189.53 –7.9 –1.0 11.3
Winton Futures GBP GL OT VGB 07/31 GBP 204.27 –8.0 –0.5 12.6
Winton Futures JPY Lead Series 2 GL OT VGB 07/31 JPY 13407.13 –9.2 –3.7 8.2
Winton Futures USD GL OT VGB 07/31 USD 671.62 –8.5 –1.7 11.2
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 07/31 USD 1350.04 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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Food firms fault climate measure
U.S. industry claims
House bill is unfair;
prices may increase

By Matthew Dalton

BRUSSELS—Anheuser-Busch In-
Bev NV said cost-cutting boosted its
second-quarter earnings, but disap-
pointing sales and a cautious second-
half outlook from the company
sparked unease among investors.

The Leuven, Belgium-based beer
giant, the world’s largest brewer by
sales after its $52 billion takeover of
Anheuser-Busch last year, said
Thursday that cost-cutting across
its far-flung beer empire—particu-
larly in the U.S.—helped offset ex-
change-rate losses and flagging
sales in other markets.

Net profit was $1.07 billion. The
company’s year-earlier net profit
amounted to $836 million, but that
figure doesn’t include Anheuser’s re-
sults since the takeover closed in the
fourth quarter of 2008.

Sales slipped 9.1% to $9.5 billion
from $10.45 billion, assuming the
consolidated company already ex-
isted in the year-earlier period. In-
Bev alone posted sales of $5.79 bil-
lion in the second quarter of 2008.

Earnings before interest, taxes,
depreciation and amortization, or
Ebitda, adjusted for one-time items,
rose 13% to $3.6 billion from $3.18 bil-
lion, a figure that combines year-ear-
lier results from InBev and Anheuser-
Busch. Adjusted Ebitda is closely

watched by the markets because it
strips out fluctuating tax rates, inter-
est expenses and one-off costs, focus-
ing on the company’s operational
performance.

Overall volumes in the quarter
fell 1.1%.

The brewer’s strongest perform-
ance came in the U.S., a result of ag-
gressive cost-cutting to help pay for
the Anheuser takeover. Adjusted
Ebitda in its North American divi-
sion, which is mainly the U.S. mar-
ket, jumped 43% to $1.74 billion.

The brewer’s broad portfolio of
beers in the U.S.—which includes
cheaper beers such as Natural Light
and Busch that have gained as the
economy has slowed—also helped
support sales and profits.

Bud Light Lime, which sells at a
25% premium to Bud Light, contin-
ued to be a strong seller in the U.S.,
despite sluggish economic condi-
tions that tend to disadvantage more
expensive drinks. The beer has cap-
tured 1.2% of the entire U.S. beer mar-
ket since its introduction in May
2008, according to market esti-
mates. It is the fastest-growing beer
in the U.S., and ranks 13th in total
sales, the company said.

Anheuser also beat expectations
in a number of its other markets, as
the company managed to lower
costs more than expected. The big-

gest surprise came in Western Eu-
rope, where Ebitda rose 11%.

“While recognizing the industry
has been weak, and there’s no indica-
tion of short-term improvement, we
have been performing well, market-

share wise,” said Felipe Dutra, the
brewer’s chief financial officer, on a
conference call with reporters.

Anheuser’s executive team, led
by Carlos Brito, has pledged $1 bil-
lion of cost savings from the merger
in 2009 alone, and $2.25 billion in
2008-10. They have been trimming
the company’s work force in the U.S.
and the U.K., cutting sales and mar-
keting costs and using the brewer’s
increased size to get better deals
from its suppliers.

The brewer said it is on track to
meet the $1 billion synergy target for
this year and already has achieved
$610 million of those savings.

Sales in Brazil, the brewer’s sec-
ond-largest market after the U.S.,
also held up well, but its bottom line
in the region suffered because the
Brazilian real has fallen against the
dollar.

A combination of weak curren-
cies and soft sales hurt profit in An-
heuser’s Central and Eastern Euro-
pean operations. The brewer is in
talks to sell part of that division, ex-
cluding Russia and Ukraine.

In Brussels Thursday, Anheuser
shares fell 6% to Œ27.06. Analysts
said the brewer’s share decline re-
flects worries about its disap-
pointng sales figures and second-
half outlook.

Cost cuts boost brewer Anheuser’s earnings

The U.S. meat industry worries operations like this hog facility in Auxvasse, Mo., will bear a disproportionate share of costs.
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By Lauren Etter

Some of the U.S.’s biggest food
and agriculture companies are
planning to release a flurry of stud-
ies in coming weeks that scruti-
nize the potential impact of cli-
mate-change legislation, warning
that it could lead to higher food
prices.

A group of agriculture giants in-
cluding Cargill Inc., along with
meat company Tyson Foods Inc.
and food maker General Mills Inc.,
is concerned the companies might
bear a disproportionate share of
the costs of such legislation, ac-
cording to a memo reviewed by
The Wall Street Journal.

The group also is worried that a
U.S. House bill passed in July
doesn’t provide sufficient incen-
tives for food and agricultural com-
panies to receive and generate car-
bon credits to offset their carbon
emissions.

The meat industry is anxious
that the legislation might put re-
strictions on the ability of live-
stock operations to generate car-
bon credits that could offset their
greenhouse gas emissions. Live-
stock and food companies emit
greenhouse gases in a number of
ways, including using trucks to
transport food and slaughter-
houses that run on natural gas.

Under the proposed climate-
change legislation, a carbon off-
set, or credit, can be generated
when a company reduces the
amount of greenhouse gas emitted
into the atmosphere through a va-
riety of approved projects. Live-
stock facilities, for example,
would like to generate offsets by
trapping methane from manure la-
goons, among other things.

The resulting offsets can then
be sold to other polluters or used
by the producer to reduce its over-
all emission totals. Certain compa-
nies would have to pay penalties if
they emit more than allowed with-
out offsets.

Other members of the food coa-
lition include the Grocery Manu-
facturers Association, the Na-
tional Turkey Federation, the
American Meat Institute and the
American Frozen Food Institute.

The coalition, which formed in-
formally about two months ago, is
becoming more active after con-
cluding that member companies
didn’t win enough concessions in
the House climate legislation, in-
dustry lobbyists said. The Senate

is expected to take up its own cli-
mate bill when senators return
from recess next month.

The farm lobby won several fa-
vorable provisions in the House
bill, including an exemption from
having to cap many carbon emis-
sions from farms. The House bill
also sets up a number of programs
that will allow farmers to generate
carbon credits that will offset
their emissions.

But the big food and agricul-
ture companies feel they came up
short. In a letter sent last month to
Democratic Sen. Barbara Boxer of
California and Republican James
Inhofe of Oklahoma, the coalition
said the House bill “will increase
food and feed prices and reduce

the international competitiveness
of our businesses.”

The letter said Congress “must
take extreme care to avoid adverse
impacts on food security, prices,
safety, and accessibility to neces-
sary consumer products.” The let-
ter also criticized the House bill
for failing to provide transitional
assistance to “low-income house-
holds struggling with rising food
prices.”

When the group’s studies are re-
leased, possibly this month, they
are likely to reignite tensions be-
tween food and ethanol producers
sparked in 2007 when Congress
passed energy legislation that gave
a big boost to the corn-ethanol in-
dustry.

CORPORATE NEWS

RWE, owner of this German plant,
sees industrial demand staying weak.

Trouble brewing?
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By Jan Hromadko

FRANKFURT—German utility
RWE AG posted a 37% increase in
second-quarter net profit Thursday,
but said the lack of dynamic recov-
ery in the real economy is likely to
continue crimping demand from its
industrial users.

Net profit rose to Œ477 million
($677 million) from Œ347 million a
year earlier, even though revenue
fell 13% to Œ9.56 billion.

RWE said earnings were driven
by exceptionally high profit contri-
butions from its trading business
and the gas midstream activities of
RWE Supply & Trading. Higher real-
ized power prices in the power-gen-
eration business offset lower power
and gas-sales volumes, which re-
flected weak demand during the re-
cession.

The economic condition of
RWE’s European markets remains
poor, Chief Executive Jürgen Gross-
mann said in the company’s earn-
ings statement. “This will be re-
flected by the electricity and gas
meters of our key industrial custom-
ers,” he said.

German energy consumption in
the first half of 2009 fell by an aver-
age of about 8% from a year earlier
because of a sharp drop in demand
from energy-intensive industries
that cut back on production during
the recession, Germany’s energy
and water lobby group BDEW said
last week.

RWE said it nevertheless expects
full-year earnings before interest,
taxes, depreciation and amortiza-
tion as well as operating profit to
come in at 2008 levels.

RWE’s remarks echoed com-
ments by its main domestic competi-
tor E.ON AG, which said Wednesday
that 2009 results aren’t expected to
fall by as much as it had feared.

Both RWE and E.ON said selling
its power production several years
ahead of delivery protected the com-
panies from short-term effects on
their earnings, despite lower vol-
umes.

RWE also said its high portion of
“take-or-pay” contracts—in which
industrial clients and distributors
agree to pay provisions in case they
decide not to take the agreed vol-
umes—limited the impact from the
economic recession.

At the beginning of the year,
RWE had already sold more than
90% of its 2009 power production.
The company realized considerably
higher average prices than it would
have achieved on the spot market.

Trading drives
earnings higher
at utility RWE

Bloomberg News
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Gl High Yield I US BD LUX 08/12 USD 3.92 41.0 0.0 0.0
Gl Value A GL EQ LUX 08/12 USD 10.07 18.6 –28.4 –24.8
Gl Value B GL EQ LUX 08/12 USD 9.29 17.9 –29.1 –25.6
Gl Value I GL EQ LUX 08/12 USD 10.68 19.2 –27.8 –24.2
India Growth A - OT OT LUX 08/12 USD 101.92 NS NS NS
India Growth AX OT OT LUX 08/12 USD 89.00 54.1 –7.1 –4.4
India Growth B - OT OT NA 08/12 USD 107.19 NS NS NS
India Growth BX OT OT LUX 08/12 USD 76.37 53.1 –8.0 –5.3
India Growth I EA EQ LUX 08/12 USD 92.05 54.4 –6.8 –4.1
Int'l Health Care A OT EQ LUX 08/12 USD 122.22 4.1 –19.4 –12.4
Int'l Health Care B OT EQ LUX 08/12 USD 103.49 3.4 –20.2 –13.3
Int'l Health Care I OT EQ LUX 08/12 USD 133.12 4.6 –18.7 –11.7
Int'l Technology A OT EQ LUX 08/12 USD 93.81 28.2 –22.8 –14.9
Int'l Technology B OT EQ LUX 08/12 USD 81.60 27.5 –23.6 –15.8
Int'l Technology I OT EQ LUX 08/12 USD 104.86 28.9 –22.2 –14.2
Japan Blend A JP EQ LUX 08/12 JPY 6223.00 16.0 –25.1 –24.1
Japan Growth A JP EQ LUX 08/12 JPY 6014.00 8.1 –26.7 –25.1
Japan Growth I JP EQ LUX 08/12 JPY 6170.00 8.7 –26.2 –24.5
Japan Strat Value A JP EQ LUX 08/12 JPY 6321.00 22.6 –24.8 –24.1
Japan Strat Value I JP EQ LUX 08/12 JPY 6469.00 23.2 –24.2 –23.5
Real Estate Sec. A OT EQ LUX 08/12 USD 12.92 21.1 –25.4 –20.4

Real Estate Sec. B OT EQ LUX 08/12 USD 11.85 20.3 –26.3 –21.2
Real Estate Sec. I OT EQ LUX 08/12 USD 13.84 21.6 –24.9 –19.8
Short Mat Dollar A US BD LUX 08/12 USD 7.06 6.9 –2.7 –8.4
Short Mat Dollar A2 US BD LUX 08/12 USD 9.38 7.1 –2.8 –8.5
Short Mat Dollar B US BD LUX 08/12 USD 7.06 6.6 –3.1 –8.9
Short Mat Dollar B2 US BD LUX 08/12 USD 9.35 6.7 –3.2 –8.9
Short Mat Dollar I US BD LUX 08/12 USD 7.06 7.2 –2.1 –7.9

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 08/12 GBP 7.21 8.2 –11.0 –9.5
Andfs. Borsa Global GL EQ AND 08/12 EUR 5.89 1.6 –27.1 –20.4
Andfs. Emergents GL EQ AND 08/12 USD 14.74 47.4 –14.8 –10.4
Andfs. Espanya EU EQ AND 08/12 EUR 12.60 16.5 –10.7 –13.5
Andfs. Estats Units US EQ AND 08/12 USD 13.53 11.0 –23.6 –15.3
Andfs. Europa EU EQ AND 08/12 EUR 7.09 9.3 –20.8 –18.5

Andfs. Franca EU EQ AND 08/12 EUR 8.74 5.6 –21.7 –20.2

Andfs. Japo JP EQ AND 08/12 JPY 504.66 15.1 –21.8 –22.8

Andfs. Plus Dollars US BA AND 08/12 USD 8.91 5.6 –11.3 –7.9

Andfs. RF Dolars US BD AND 08/12 USD 11.01 7.7 –2.3 –1.0

Andfs. RF Euros EU BD AND 08/12 EUR 10.50 17.3 –0.9 –3.1

Andorfons EU BD AND 08/12 EUR 14.01 17.5 –1.5 –5.6

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

Andorfons Mix 30 EU BA AND 08/12 EUR 9.06 11.9 –14.0 –11.7

Andorfons Mix 60 EU BA AND 08/12 EUR 8.61 6.0 –24.1 –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 08/13 EUR 9.49 –5.8 –8.4 –3.3

DJE-Absolut P GL EQ LUX 08/13 EUR 185.18 5.7 –15.0 –12.1

DJE-Alpha Glbl P EU BA LUX 08/13 EUR 161.68 5.1 –12.2 –8.5
DJE-Div& Substanz P GL EQ LUX 08/13 EUR 193.25 10.5 –9.2 –8.1
DJE-Gold&Resourc P OT EQ LUX 08/13 EUR 145.18 11.1 –4.2 –5.8
DJE-Renten Glbl P EU BD LUX 08/13 EUR 127.01 6.1 4.7 2.1
LuxPro-Dragon I AS EQ LUX 08/13 EUR 142.85 53.9 16.8 –2.9
LuxPro-Dragon P AS EQ LUX 08/13 EUR 139.27 53.5 16.1 –4.0
LuxTopic-Aktien Europa EU EQ LUX 08/13 EUR 15.88 10.8 –5.6 –5.9
LuxTopic-Pacific AS EQ LUX 08/13 EUR 14.17 56.6 –15.9 –16.1

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 07/31 USD 22.51 7.4 –41.0 –12.4
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Sweets firms sour on U.S. sugar policy
Major food makers
warn of shortage
for key commodity

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

Some of America’s biggest food
companies say the U.S. could “virtu-
allyrun outofsugar”if theObamaad-
ministration doesn’t ease import re-
strictions amid soaring prices for
the key commodity.

In a letter to Agriculture Secre-
taryThomasVilsack,thebigbrands—
including Kraft Foods Inc., General
Mills Inc., Hershey Co. and Mars
Inc.—bluntly raised the prospect of
a severe shortage of sugar used in
chocolate bars, breakfast cereal,
cookies, chewing gum and thou-
sands of other products.

The companies threatened to
jack up consumer prices and lay off
workers if the Agriculture Depart-
ment doesn’t allow them to import
more tariff-free sugar. Current im-
portquotaslimitthe amountoftariff-
free sugar the food companies can
import in a given year, except from
Mexico, suppressing supplies from
major producers such as Brazil.

While agricultural economists
scoff at the notion of an America be-
reftofsugar,thefoodcompanieswarn
intheirletterto Mr.Vilsackthat,with-
out freer access to cheaper imported
sugar, “consumers will pay higher
prices, food manufacturing jobs will
be at risk and trading patterns will be
distorted.”

Officialsofmanyfoodcompanies—
several of which are enjoying rising
profits this year despite the reces-
sion—declined to comment on how
much they might raise prices if they
don’t get their way in Washington.

The letter is the latest salvo fired
in a long-simmering dispute between
U.S. food companies and the sugar in-
dustry over federal policy that artifi-
cially inflates the domestic price of
U.S.-produced sugar in order to sup-
port the incomes of politically savvy
sugar-beet farmers on the Northern
Plains and cane-sugar farmers in the
South.Mostyears,thepricefoodcom-
panies pay for U.S. sugar is twice the
world level.

RonLucchesi,headofprocurement
for Gonnella Frozen Products in Chi-
cago, which signed the letter, said cur-
rent U.S. sugar policy distorts pricing.
Thoughsugaraccountsforonly0.5%of
total costs at Gonnella, soaring sugar
pricesare“partoftheequation”thatal-
ready has led the company to raise
prices forkaiser rolls,hamburgers and
hot dogs, all of which include sugar.

The issue is coming to a boil again

because sugar prices, both in the U.S.
and globally, have soared to unusually
high levels for more than a year and
show little sign of easing any time
soon.Pricesofsugarfuturescontracts
have risen 95% so far this year, hitting
a 28-year high in recent days. On
Wednesday, raw-sugar futures
jumped 4.8% to 22.97 cents a pound at
theIntercontinentalExchange.Thurs-
day,it fell 0.76cent to 22.21 cents after
hitting a session high of 23.32 cents.

Prices are up because the world is
consuming more sugar than farmers
are producing. One big factor: The
world’slargestsugarproducer,Brazil,
is diverting huge amounts of its cane
crop to making ethanol fuel.

Likewise, the food industry has
complained bitterly in recent years
about the U.S. ethanol industry’s rav-
enous appetite for corn, which helped
push up prices for that key ingredient
too.

More than half of Brazil’s sugar-
cane crop is processed into ethanol
while about one-third of the U.S. corn
crop is made into the alternative fuel.

An erratic monsoon season in India
also has led sugar analysts to reduce
their production forecasts for the
world’s second-largest sugar pro-
ducer.

At the same time, U.S. sugar sup-
plies are tight. In its monthly report
on global farm markets released
Wednesday, the Agriculture Depart-
ment said it expects U.S. sugar sup-
plies by September 2010 to drop 43%
from this fall.

According to USDA estimates, the
foodindustrywillimportabout1.4mil-
lion tons of sugar under the tariff-rate
quota system during the crop year
that ends in late September. The agri-
culture secretary sets the sugar quota
each year, which is determined by,
among other things, commitments
made at the World Trade Organiza-
tion.

An economist for the Sweetener
Users Association, a food-industry
trade group, said Wednesday that
food executives want to be able to im-
portanadditional450,000tonsoftar-
iff-free sugar by Sept. 30. The group
wants the tariff-rate quota to expand
by 550,000 tons next year.

As a percent of input costs, sugar
varies for food companies. It is about
1%,8%and6%,respectively,ofthecosts
for ConAgra Foods Inc., Hershey and
Kraft, according to a recent report by
BarclaysCapitalanalystAndrewLazar.

It is far from clear whether the
Obamaadministrationwillmovetoin-
crease the flow of foreign sugar into
the U.S. anytime soon. The Agricul-
tureDepartmentreleasedastatement
saying it will “continue to review mar-
ketconditionstoensure…anappropri-
ate safety net for growers” as well as
“a stable supply environment.”

Earlierthismonth,AgricultureUn-
dersecretary Jim Miller told a sugar-
industry gathering in Utah that he
wouldn’t rule out a quota increase in
the future. However, such a move
wouldprobablybepoliticallyunpopu-
lar among sugar farmers, who have a
big voice in Washington through Rep.
CollinPeterson,theMinnesotaDemo-
crat who is chairman of the House Ag-
riculture Committee. Mr. Peterson,
whosedistrict is home to many sugar-
beet growers, couldn’t immediately
be reached for comment Wednesday.

Phillip Hayes, a spokesman for the
American Sugar Alliance, a trade
groupofcaneandsugar-beetfarmers,
said farmers are “absolutely op-
posed” to expanding the sugar-im-
port quota in part because it would
causethepricesreceivedbyU.S.grow-
ers to sink.

Jack Roney, the alliance’s chief
economist,saidfoodcompaniesprob-
ably wouldn’t pass along any savings
to consumers from a widened import
quota. But each one-cent drop in the
priceofsugarcostsU.S.farmersabout
$160 million, he said.

“We take offense at any notion of
reducing producer prices for sugar
having any benefit for consumers, be-
cause historically we’ve never seen
any pass-through of lower commod-
ity prices of ingredients,” he said. “It
really is a profit-increasing opportu-
nity for user companies.”

Few consumers are aware of
whether the cost of sugar is having
much impact on their grocery bills,
andsoareunlikelytobeasincensedas
foodexecutives.Whilesugarisabigex-
penseinitemssuchascandy,itscostis
often so diluted when it comes to the
total food bill that economists say it
haslittleimpactontheoverallfoodin-
flation rate.

Some big brands aren’t jumping
into the sugar fight. The big U.S. bev-
erage companies, for example,
didn’t sign the letter to Mr. Vilsack.

Although Coca-Cola Co. and Pep-
siCo Inc. use sugar in their interna-
tional beverage business, both com-
panies generally rely on high-fruc-
tose corn syrup to sweeten drinks in
the U.S., their biggest market.
 —Valerie Bauerlein

contributed to this article.
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By Robb M. Stewart

JOHANNESBURG—Standard
Bank Group Ltd., Africa’s largest
lender by assets, expects a decline in
earnings this year as South Africa’s
recession makes itself felt.

The Johannesburg-based com-
pany said Thursday it wouldn’t pro-
vide specific guidance for the year,
but current trends suggest so-called
normalized earnings will be lower
than in 2008.

South Africa’s banks have proved
relatively resilient to the global eco-
nomic crisis. Still, the economy is feel-
ing the lingering effect of last year’s
high inflation and interest rates that
has been compounded by the coun-
try’s first postapartheid recession.
This has knocked investments and
given rise to an increase in bad debt.

Standard Bank said what it calls
normalized earnings in the first half
fell 24% to 5.41 billion rand ($670.3
million), which excludes one-time
items and adjusts for shares used to
fund ownership by black South Afri-
cans and stock held for policyhold-
ers of its insurance unit, Liberty
Holdings Ltd. Liberty was pushed to
a loss of 1.21 billion rand in part by a
rise in lapses of insurance policies.

Standard Bank’s net profit was
down 31% at 5.11 billion rand, or
343.5 cents a share, from 7.4 billion
rand, or 521.2 cents, a year earlier.

Credit impairments for the half
year were 58% higher at 7.12 billion
rand, which resulted in a credit-loss
ratio of 1.84% against 1.31% a year ago.

“High consumer indebtedness
and the lagged effect of previously
high interest rates, together with
high food and fuel prices in South Af-
rica, continued to impact on custom-
ers’ ability to service debt,” Stan-
dard Bank said.

Despite the bad debt, the bank is
still pulling in money. Net interest in-
come was 15% higher on the year at
16.52 billion rand, and noninterest
revenue was up 6% at 15.28 billion
rand. It also said it would pay an in-
terim dividend of 141 cents a share,
27% less than last year.

Finance Director Simon Ridley
said in a presentation to analysts
that the company hadn’t seen any
improvement in credit impair-
ments, with the benefit of lower in-
terest rates only likely to be seen in
coming periods.

Impairments in corporate and in-
vestment banking in Africa are likely
to rise in the second half of the year,
said Rob Leith, head of the division.

South Africa’s economy con-
tracted an annualized 6.4% in the
first three months of the year, the
most since 1984.

Workers unload imported unprocessed sugar in India. Sugar prices hit a 28-year
high in New York as low monsoon rainfall in India threatens to limit cane yields.
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South Africa’s
Standard Bank
lowers outlook

By Scott Kilman, Carolyn Cui
and Ilan Brat
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Sands amends credit pact
Macau wins leeway;
Executive changes
made in Singapore

CORPORATE NEWS

Las Vegas Sands said the president and vice president of hotel operations at its
Marina Bay Sands project in Singapore have resigned.
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By Kaveri Niththyananthan

LONDON—U.K.-based travel
company Thomas Cook Group PLC
said it will miss its profit target for
next year because of the industry
downturn, after posting a slightly
wider loss for the first nine months
of its fiscal year.

Thomas Cook said it will still
meet this fiscal year’s targets de-
spite the widened loss, but it won’t
make the £480 million ($792 million)
in earnings before interest and taxes,
or Ebit, it had targeted for next year.

The company’s net loss widened
to £175.6 million for the nine months
ended June 30 from £174 million a
year earlier. Revenue rose 11% to
£5.85 billion, as Thomas Cook in-
creased the price of holidays and the
sterling’s weakness boosted reve-
nues from outside the U.K.

The company booked a tax gain
of £110.8 million from Germany,
where it is able to claim back tax be-
cause of recent losses.

However, the gains weren’t
enough to offset £107.3 million in
costs related to the 2007 merger of

MyTravel and Thomas Cook, as well
as costs for other acquisitions and
restructuring measures.

Thomas Cook has been taking out
capacity to match lower demand and
has been cutting costs, driving up
margins and Ebit. However, it doesn’t
see market conditions improving suf-
ficiently to meet its 2010 Ebit targets.

Chief Executiv Manny Fontenla-
Novoa said rising unemployment
will make next year tougher than
previous years. Over the past four
weeks, bookings for winter holidays
are down 8% in the U.K. and flat
across Northern Europe.

Thomas Cook’s comments ech-
oed those from larger rival TUI
Travel PLC, which on Wednesday
said it faces a tough winter because
consumers are forgoing second holi-
days during the economic downturn.

TUI Travel’s parent company, TUI

AG on Thursday posted a sharply
wider second-quarter net loss be-
cause of charges for at container-
shipping unit Hapag-Lloyd AG .

For the three months ended June
30, the company posted a net loss of
Œ536.9 million ($736.1 million), com-
pared with a year-earlier loss of
Œ56.4 million. However, it made a
profit of Œ207.4 million for the first
half of the year, up from Œ148 million
in the whole of 2008, mainly thanks
to a Œ990 million gain booked in the
first quarter from the sale of a stake
in Hapag-Lloyd.

The second quarter was hit by a
Œ371 million adjustment in interest
on loans it gave out to Hapag-Lloyd,
but it reassured the market the
loans will be repaid.
 — Hilde Arends and

Natali Schwab in Frankfurt
contributed to this article.

Thomas Cook to miss profit target

GLOBAL BUSINESS BRIEFS

By Archibald Preuschat

DUSSELDORF, Germany—Pre-
miere AG said its net loss widened
in the second quarter and Chief Ex-
ecutive Officer Mark Williams ex-
pressed confidence that he will
make the pay-TV company profit-
able in 18 months under its new
Sky brand.

But he declined to release new
subscriber numbers or elaborate fur-
ther on how far the company has pro-
gressed in the current third quarter.
He only said that “net growth of sub-
scribers has gained significant mo-
mentum” since its rebranding as
Sky on July 4.

In November 2008 Premiere won
the pay-TV rights for the country’s
top national soccer leagues for four
years. Securing the rights was criti-

cal for Premiere and for the ambi-
tions of News Corp., which has a
track record of using soccer to turn
around its unprofitable pay-TV com-
panies in Europe, notably Sky Italia
and British Sky Broadcasting
Group PLC, which is partly owned by
News Corp.

News Corp., which is also pub-
lisher of The Wall Street Journal,
last week raised its stake in Ger-
man pay-TV company to 39.96%
from 30.5%

Premiere’s net loss for the quar-
ter ended June 30 was Œ365.8 mil-
lion ($519.9 million), compared with
a loss of Œ37.8 million in the year-ear-
lier quarter, weighed by a Œ253.9 mil-
lion write-down on the Premiere
brand name in the second quarter.

Sales were down to Œ230.6 mil-
lion from Œ252.1 million.

Premiere reports a wider loss

By Patricia Kowsmann

And Jonathan Cheng

Las Vegas Sands Corp. said it
was able to amend its $3.3 billion
Macau credit facility, boosting the
interest rate but giving the casino
operator more flexibility to sell a mi-
nority interest in those operations.

Last month, Sheldon G. Adelson,
chairman and chief executive of Las
Vegas Sands, said his company was
considering an initial public offer-
ing or sale of Macau assets to raise
about $3.5 billion. At the time, Mr.
Adelson said the U.S. casino opera-
tor needed about $2 billion to finish
five hotel projects in Macau, which
were halted in the face of the global
economic downturn.

Las Vegas Sands’ shares jumped
following news of the credit pact.

Separately, the casino company’s
massive Singapore project, the Ma-
rina Bay Sands, said Thursday that
its president and vice president of ho-
tel operations resigned, a high-level
shuffle that comes as the project
nears its opening early next year.

The Marina Bay Sands said its
president, Nigel Roberts, and vice
president, Tony Cousens, left the
company this week. The execu-

tives couldn’t be reached for com-
ment. Spokesmen for Las Vegas
Sands, which also owns the Vene-
tian casinos in Macau and Las Vegas,
didn’t reply to requests for com-
ment on the departures.

The $5 billion Marina Bay
Sands resort-casino complex, in
Singapore’s showcase downtown
harbor, was originally scheduled
to open late this year, but now is
slated for an opening early next
year, because of delays related to
labor and material.

Marina Bay Sands said it ap-
pointed Thomas Arasi, formerly

chief executive of hotel operator Lo-
digian Inc., as its new president and
chief executive. Ronen Nissenbaum
will be the new executive vice presi-
dent for operations. He was the re-
gional vice president of operations
in North America for Intercontinen-
tal Hotels Group.

Casinos around the world have
been suffering from a sharp drop in
revenue and visitors. Last month,
Las Vegas Sands posted a quarterly
loss of $175.9 million l, compared
with a loss of $8.8 million a year ago.
 —John Kell

contributed to this article.

—Compiled from staff
and wire service reports.

Anglo American PLC

Anglo American PLC said Thurs-
day it raised about 4.2 billion rand
($520 million) from the sale of its al-
most 50% stake in South African
sugar producer Tongaat Hulett Ltd.
The disposal, which increases the
company’s concentration on com-
modities ranging from coal to dia-
monds, takes advantage of a roughly
64% rise this year in London-traded
white-sugar futures that has helped
buoy Tongaat’s share price. It also
comes as Anglo American fends off
the merger advances of rival
Xstrata PLC. The London-based
company said the 51.2 million
shares it held in Tongaat were
placed with institutional investors
at a price of 82 rand each. Tongaat’s
shares have risen about 40% since
the beginning of the year.

Astellas Pharma Inc.

Astellas Pharma Inc. said a U.S.
court rejected its appeal challeng-
ing the Food and Drug Administra-
tion’s decision this week on immune-
system drugs. The Tokyo-based
pharmaceutical maker had peti-
tioned the FDA to instigate more
rigid procedures for prescribing ge-
neric versions of its Prograf drug,
an oral immunosuppressant for or-
gan-transplant recipients. Astellas
said the court also rejected its re-
quest for a preliminary injunction
keeping the FDA from approving ge-
neric versions of Prograf while the
court reviewed the case. Astellas
said in a statement it is still review-
ing its options following the deci-
sion. Sandoz, the generic-drug unit
of Novartis AG, on Tuesday said the
FDA had approved its generic ver-
sion of Prograf.

Escada AG

Fashion company Escada AG
filed for bankruptcy protection after
being unable to obtain sufficient fi-
nancing, a Munich district court said
Thursday. The Munich-based com-
pany, famous for expensive women’s
fashion and accessories, was ex-
pected to make the filing this week af-
ter it failed to get the necessary sup-
port for an earlier bond swap. Es-
cada was once one of the biggest fash-
ion brands in the world, but has seen
its sales and earnings decline in re-
cent years. The company said a num-
ber of restructuring measures had
been contingent on the bond swap
working, but it didn’t get enough sup-
port from the bondholders. A plan to
raise Œ30 million, or about $40 mil-
lion, through the company’s bigger
investors had been contingent on the
bond exchange going through.

Google Inc.

Google Inc.’s acquisition of
video compression software maker
On2 Technologies Inc. has been
challenged in court by On2 share-
holders who claim the deal’s $106.5
million price tag is “unfair.” The
complaint, filed in Delaware Court
of Chancery Monday, seeks class-
action status and a permanent in-
junction blocking the deal. The
plaintiffs also demand that the de-
fendants, which include On2’s
board as well as Google, account
for all damages caused.Google de-
clined to comment on the com-
plaint. On2, which produces soft-
ware that makes high-definition
video playback possible on mobile
devices, wasn’t available for com-
ment. Under the terms of the deal,
each On2 share will be converted
into 60 cents in Google stock.

IzhAvto

Russian auto maker IzhAvto has
filed for bankruptcy, leaving more
than 5,000 jobs on the line. IzhAvto
filed last week, according to docu-
ments posted on the Web site of the
Arbitration Court in Udmurtia, the
central Russian region here the com-
pany is based. IzhAvto, the region’s
major employer with nearly 5,500
people on the payroll, assembles ve-
hicles for South Korea’s KIA and Rus-
sia’s AvtoVAZ. An IzhAvto official
said the company is withholding
comment until proceedings com-
mence. IzhAvto has been incurring
losses since the third quarter of
2008, according to the Russian Au-
dit Chamber, which attributed the
poor performance to the manage-
ment’s “ineffecient financial pol-
icy.” As of April, its debt stood at 11.3
billion rubles ($354 million).

Estée Lauder Cos.

Estée Lauder Cos. posted a fiscal-
fourth-quarter loss as the company
absorbed restructuring charges and
consumers cut spending on beauty
products and fragrances. Net sales
tumbled approximately 16% to $1.68
billion for the quarter ended June
30. The sales slump was most acute
for fragrances, which reported a
35% drop, pushing the segment into
the red. The much larger skin-care
and makeup businesses reported
drops of 13% and 12%, respectively,
with profit falling sharply. The com-
pany, whose lipsticks, mascaras and
perfumes are sold in department
stores, posted a loss of $17.9 million,
or nine cents a share, compared
with a year-earlier profit of $120.2
million, or 61 cents a share. Exclud-
ing restructuring charges, the latest
quarter’s earnings would have been
20 cents a share.

Raiffeisen International Bank

Loan provisions push
net profit 93% lower

Austria-based Raiffeisen Inter-
national Bank Holding AG’s second-
quarter net profit dropped 93%, hit
by rising risk provisions for deterio-
rating loans in Eastern Europe. Net
profit fell to Œ21.9 million ($31.1 mil-
lion) from Œ311.3 million a year ear-
lier. Loan-loss provisions jumped to
Œ523.3 million from Œ108.3 million,
reflecting a steep rise in nonper-
forming loans in the first half,
mainly in Ukraine, Russia and Hun-
gary, said Raiffeisen, the Central
and Eastern European-focused pub-
licly listed arm of Raiffeisen Zentral-
bank AG. On June 30, nonperform-
ing loans made up 6.8% of the bank’s
total credit portfolio, up from 3.7%
at the end of 2008. Net interest in-
come fell 7.3% to Œ728.7 million from
Œ786.5 million, while fees income
dropped 22% to Œ291.1 million.

Rio Tinto PLC

Smelting activities at Anglesey
Aluminium Metal Ltd. in Wales are
to cease at the end of September
when the existing power supply con-
tract expires and the plant will move
to become a remelt facility, the com-
pany said Thursday. Majority owner
U.K.-listed Rio Tinto PLC and 49%
shareholder U.S. Kaiser Aluminum
Corp. have been trying to negotiate
a way to continue at least some oper-
ations at the plant, on the island of
Anglesey, Wales. To help with the an-
ticipated higher costs as the con-
tract expires, the governments of
the U.K. and Welsh Assembly of-
fered Anglesey Aluminium £12 mil-
lion a year for four years. But the
owners said this wasn’t enough to
bridge the gap. More than 390 peo-
ple will be laid off.

Executive Travel Program

Guests and clients of 320
leading hotels receive
The Wall Street Journal
Europe daily, courtesy of

www.thinkmediaoutdoor.be
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Mumbai shares bounce back
despite concern over rains
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Trying to please the pay czar
Firms struggle with
compensation plans;
the $100 million man
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Relationship ruling goes against Pang

Energy trader Andrew J. Hall has
proposed to Citigroup Inc. that it
modify his contract in a way that
would avert a potential confronta-
tion with the Obama administra-
tion’s pay czar but likely cut his cash
payout next year, according to peo-
ple familiar with the situation.

The discussions include convert-
ing a substantial chunk of Mr. Hall’s
compensation for 2010 to equity
from cash, these people said. A deal
wouldn’t affect the head of Citi-
group energy-trading unit Phibro
LLC’s ability to collect as much as
$100 million for this year, but it
would expose him to the risk that his
compensation suffers next year.

Mr. Hall made roughly $100 mil-
lion for 2008, and the handling of
his future pay under a profit-shar-
ing arrangement with the financial
giant is one of the biggest tests fac-
ing U.S. Treasury Department offi-
cial Kenneth Feinberg as he pre-
pares to vet compensation at seven
companies receiving huge sums of
federal aid. The companies face a Fri-
day deadline to submit their com-
pensation plans to Mr. Feinberg,
who has the authority to oversee
compensation for the 100 highest-
paid employees at each firm.

Mr. Feinberg can’t reject existing
contracts like Mr. Hall’s, but he can
prod companies to renegotiate pay-
ments he deems excessive. If that
doesn’t work, he is expected to re-
duce future compensation to adjust
for the contractual amount.

The energy trader is considering
an appeal to Mr. Feinberg with a let-
ter that would include details about
the huge profits Phibro has gener-
ated for Citigroup compared with

the capital it uses and the unit’s inde-
pendence from parts of the financial
giant that have generated massive
losses since the credit crisis
erupted, these people said.

While Mr. Feinberg has 60 days to
accept or reject the plans submitted
to him by the companies, the enor-
mous powers granted to him are influ-
encing how at least some of the com-
panies are structuring compensation.
Mr. Feinberg and staff members have
been meeting with the seven firms, of-
ten more than once a week, to help
them prepare their filings.

Several of the submissions will in-
clude a mix of compensation that is
heavy on stock and light on cash, re-
flecting Mr. Feinberg’s push to better
align pay with long-term share-
holder value and return on taxpayer
investment, according to people with
knowledge of the planned filings.

GMAC Financial Services Inc. is
proposing that its 25 highest-paid
employees in 2008 get $73 million
this year, or an average of slightly
less than $3 million each. Bank of
America Corp. is proposing average
compensation of about $7 million
per executive, while Citigroup’s pro-
posal is for an average of about $10
million apiece.

Mr. Feinberg also worked with
American International Group Inc.
on the compensation package for
new Chief Executive Robert Ben-
mosche, who started work at the in-
surer Monday. Much of his compen-
sation is in the form of equity
grants. AIG hasn’t formally submit-
ted Mr. Benmosche’s pay, which to-
tals $7 million to $10 million, to the
government, but Mr. Feinberg has
essentially given a green light to the
compensation, people familiar with
the situation said.

General Motors Co. submitted
its pay proposal this week, but it will
take “some time” before the auto
maker gets a response, a spokesman
said Wednesday. GM Chief Financial
Officer Ray Young said earlier this
week that the company has “devel-
oped a proposal consistent with
TARP rules.”

Some Obama administration offi-
cials are concerned about the large
dollar amounts that companies are
likely to propose. The administration
chose not to cap salaries or impose
strict limits, partly because Congress
capped bonuses at no more than one-
third of total compensation. While
Mr. Feinberg got the job so that he
could take the heat for any pay deci-
sions, any criticism that the pay czar
isn’t tough enough or is squeezing
the companies so hard that they are
at a competitive disadvantage also
will be aimed at the White House.

The $250 million proposal being
submitted by Citigroup includes Mr.
Hall, according to one person famil-
iar with a situation. Another person
said Mr. Hall isn’t in the company’s
application. The other 24 Citigroup
officials would be paid an average of
about $6 million each this year. Citi-
group’s board tried to balance
“what’s acceptable to Feinberg”
with the need to retain good people,
this person said. Earlier this year,
Citigroup shifted many executive-
pay structures to place more empha-
sis on long-term equity awards.
 —Joann S. Lublin, David Enrich

and Liam Pleven
contributed to this article.
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By Shikhar Balwani

And V. Phani Kumar

Indian stocks surged higher as
signs of strength in the domestic
economy, combined with upbeat
news from abroad, encouraged in-

vestors to buy after
market declines in
four of the past five
trading sessions.

Other Asian
markets rose as well, responding to
news Wednesday that the Federal
Reserve said economic activity is
“leveling out.” The U.S. central bank
also signaled it will begin cutting
back efforts to lower long-term in-
terest rates by buying bonds.

The Bombay Stock Exchange’s
Sensitive Index closed up 3.3% at
15518.49 points. The index had
fallen 5.7% in the previous seven ses-
sions, largely because of concern
that weak monsoon rains would
hurt farm output and undermine In-
dia’s economic recovery.

News on Wednesday that indus-
trial output rose 7.8% year on year in
June helped dispel the gloom. “The
markets have shown an amazing
amount of resilience to the negative
news,” said Ramesh Damani, a mem-
ber of the Bombay Stock Exchange.

Japanese, Chinese and Hong

Kong stocks ended higher, but some
analysts were unsure the advance
could be sustained.

Japan’s Nikkei Stock Average of
225 companies gained 0.8% to
10517.19, China’s Shanghai Compos-
ite rose 0.9% and Hong Kong’s Hang
Seng Index advanced 2.1%.

Australia’s S&P/ASX 200 also
ended up 2.1% and Singapore’s
Straits Times gained 1.7%.

Commodity plays powered
ahead across the region on higher
London Metal Exchange base metals
prices and anticipation of higher oil
prices.

Yunnan Copper jumped by the
daily limit of 10% in Shenzhen. Pa-
cific Metals rose 4.1% in Tokyo and
Santos was up 3.3% in Sydney.

In Tokyo, auto stocks bounced
back from declines Wednesday. Toy-
ota Motor was up 1.5% and Honda
Motor gained 1.3%.

In Sydney, Commonwealth Bank
of Australia rose 4.9%, courtesy of
broker upgrades after its better-
than-expected results Wednesday.

In Hong Kong, shares of Cheung
Kong (Holdings) and Hutchison
Whampoa advanced 2% and 2.3%, re-
spectively, after the conglomerates
controlled by tycoon Li Ka-shing re-
ported better-than-expected first-
half results.

Kenneth Feinberg, the U.S. pay czar, in
his Washington office in 2007.

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

ASIAN-PACIFIC
STOCKS

By Mark Maremont

A U.S. federal judge overseeing
the Danny Pang civil securities-
fraud case ruled that an offshore en-
tity was an affiliate of Mr. Pang’s
former firm and should be run by a
court-appointed receiver, finding
that a Taiwanese woman who once
controlled the entity likely had a
close relationship with Mr. Pang.

The relationship between Mr.
Pang and the woman, Su-Wei Yang,

recently had become the subject of a
court tussle. The receiver, Robert
Mosier, had claimed Ms. Yang was
Mr. Pang’s girlfriend and therefore
was his agent. Mr. Mosier filed
emails and photos that included a
snapshot showing Ms. Yang resting
her head on Mr. Pang’s shoulder.

Lawyers for Mr. Pang, who is mar-
ried, have called the allegation of an
affair unsupported “office gossip”
and threatened possible legal ac-
tion. A spokesman for Mr. Pang de-

clined to comment on the ruling.
U.S. District Judge Philip S. Guti-

errez in Los Angeles wrote that the
photos “strongly suggest their rela-
tionship transcended that of a nor-
mal business relationship.” He also
ruled in favor of Mr. Mosier’s appli-
cation to take control of 15 other en-
tities deemed PEMGroup affiliates.

Mr. Pang has been accused by fed-
eral regulators of fleecing investors
of hundreds of millions of dollars.
He has denied wrongdoing.

By Ann Davis, Deborah
Solomon and Dan Fitzpatrick
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North Korea releases worker from South held for 4 months

Militant’s death shows U.S.-Pakistan ties
Killing of a Taliban leader appears to have cemented nations’ bond in fight against Islamic extremism

Policemen stand guard on the streets of Bannu, Pakistan, in June. The nation’s new partnership with the U.S. is bearing fruit.

By Gerald F. Seib

The headlines a few days ago told
a seemingly simple story, of a mis-
sile strike launched from an Ameri-
can drone that killed Pakistan’s top
Taliban leader.

But that missile strike, in Paki-
stan’s remote South Waziristan prov-

ince, did more than
kill one terrorist
thug, a man named
Baitullah Mehsud.
The attack may

well have cemented a much tighter
U.S.-Pakistani bond in the broader
fight against Islamic extremism.

If so, that represents a signifi-
cant development and quite a
change from just a few months ago.
At that time, it was easy to cruise
around Washington and find U.S. of-
ficials who would complain that Pa-
kistani officials weren’t taking the
threat they faced from the Taliban
seriously enough and were balking
at real cooperation with the U.S. in
fighting it.

In one of the big and underappre-
ciated stories of the year, that has
turned around. Starting early this
year, there was a marked pickup in
an officially unacknowledged pro-
gram in which Pakistani and Ameri-
can intelligence officials cooperate
to pinpoint Taliban and al Qaeda
leaders and strongholds, then strike
at them from unmanned Predator
drones under American control.
One by one, the U.S. and Pakistan, in
this new partnership, have been
seeking out a list of some 20 high-
value al Qaeda and Taliban leaders.
More than half of them now have
been killed or captured.

The strike against Mr. Mehsud il-
lustrates how far the program has
come and may open the way for
deeper cooperation. (Some Taliban
spokesmen have insisted since that
Mr. Mehsud wasn’t actually killed in
the strike, but both U.S. and Paki-

stani officials are confident he was.)
Indeed, a similar missile strike in
the same region was launched Tues-
day, reportedly targeting another
Taliban compound.

For their part, American officials
describe the strike as a sign of much
better cooperation between two intel-
ligence agencies, Pakistan’s ISI secu-
rity services and America’s Central In-
telligence Agency. Those two have
tended to view each other with a
healthy degree of mutual suspicion.
The CIA has long thought the ISI har-
bored agents sympathetic with Is-
lamic extremists. The ISI viewed the
CIA as an organization with too little
appreciation for the nuances of the
fight against Islamic extremism.

But the combination of a new Pa-
kistani president, Asif Ali Zardari,
and a new Pakistani army chief of
staff, Ashfaq Kayani, has changed
the atmosphere. Despite deep ini-
tial American doubts about Mr.
Zardari’s commitment and cour-
age, and uncertainty about the atti-
tude of Mr. Kayani, they have
cleared the way for greater, if still-
quiet, cooperation.

U.S. officials say that intelli-
gence on the whereabouts of extrem-
ist leaders increasingly is shared in
real time and that a system for mak-
ing decisions on when to strike them
has become sleeker. Pakistan often
condemns American airstrikes in
public, to deflect charges that it is al-

lowing U.S. forces free rein, but the
pattern of attacks in the past six
months bespeaks a high level of co-
operation, which pleases the Obama
administration.

More important, though, may be
the effect the Mehsud attack has on
Pakistani attitudes. Previously, Paki-
stani officials suspected that their
American partners were far more in-
terested in hunting for targets of con-
cern to the U.S.—principally al Qaeda
leaders and the camps they used to
plot attacks on American targets in
neighboring Afghanistan—rather
than those Pakistani officials viewed
as most directly threatening them.

Mr. Mehsud, though, was the ter-
rorist leader at the top of Pakistan’s

most-wanted list; he was, after all,
thought to be behind the 2007 assas-
sination of former Prime Minister
Benazir Bhutto. Hence, the complex
effort to track him down and take
him out had more to do with elimi-
nating a threat to Pakistan’s govern-
ment than with making the U.S. war
effort in Afghanistan easier.

As a result, this attack, unlike
many other Predator strikes, was
met with general public approval in
Pakistan. Now one Pakistani official
says it will open “a new era of trust be-
tween the two intelligence services.”

We’ll have to see, of course, and
suspicions about motives and inten-
tions on both sides won’t go away
overnight or because of one success.
There also are some analysts who
think the Predator strikes, by arous-
ing anger among Pakistanis sympa-
thetic to the Taliban and antagonis-
tic toward the U.S., may do as much
long-term harm as good.

Still, U.S. officials consider the
strike both a milestone in its own
right, as well as an event that might
have a positive spillover on the ef-
fort to stabilize Afghanistan next
door. While Mr. Mehsud was princi-
pally focused on making trouble in
Pakistan, he had experience fighting
in Afghanistan as well, and he had a
network of supporters there. Per-
haps more important, U.S. officials
think he was instrumental in facili-
tating cross-border traffic between
Taliban groups on both sides of the
border and also helped al Qaeda
fighters move back and forth.

To the extent the Mehsud organi-
zation now is disrupted or locked in
a succession struggle, that can’t be
bad for U.S. efforts. More broadly,
while Pakistan remains a nation
with deep problems, and one facing
manifold threats, a simple missile
strike has offered at least a glimmer
of good news, for Pakistani officials
and for America’s own long struggle
in the region.
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By Gordon Fairclough

SEOUL—North Korea freed a
South Korean worker it had been
holding for more than four months—
another sign Pyongyang is looking
to restart international negotia-
tions after a series of increasingly
provocative acts and months of in-
ternal political maneuvering.

The worker—who crossed the
demilitarized zone dividing the Ko-
rean peninsula to return home late
Thursday—was let go a week after
a visit to Pyongyang by former U.S.
President Bill Clinton that helped
secure the release of two American
journalists imprisoned in the
North for illegally entering the
country in March.

“It’s a positive development,”
said Daniel Pinkston, a Seoul-based
senior analyst for the International
Crisis Group. The release of the pris-
oners, he said, indicates the North
Korean leadership is “ready to en-
gage again with the outside world.”

Since dictator Kim Jong Il fell ill
a year ago, North Korea, which con-
ducted its second nuclear test in
May, has taken a markedly harder
line in its dealings with other na-
tions while, analysts say, the North’s

political elite worked to solidify its
control domestically.

The South Korean freed Thursday,
identified as Yu Seong-jin, worked as
a maintenance supervisor at an indus-
trial park in Kaesong, North Korea,
where South Korean companies run
factories employing low-cost North
Korean laborers. Mr. Yu was accused
of criticizing the North’s political sys-
tem and encouraging a North Korean
woman to defect.

“I am happy to be back safely,”
Mr. Yu said in brief remarks to report-
ers after arriving in the South. He ex-
pressed his gratitude to all who
worked for his release and declined
to give details about his detention.

He was released after a visit to
Pyongyang by the chairwoman of
Hyundai Group, one of whose units
manages the industrial park and
employs Mr. Yu. Hyundai Group
and its Hyundai Asan Corp. subsid-
iary in recent years have played an
important role in facilitating com-
mercial contacts between the
North and South.

Relations between the two coun-
tries have deteriorated since conser-
vative South Korean President Lee
Myung-bak took office last year.
Among other things, Mr. Lee ended

a policy of essentially unconditional
economic assistance for the North,
instead insisting that aid be linked
to progress on ending Pyongyang’s
nuclear programs.

It is unclear whether Mr. Yu’s re-
lease will prompt much of a thaw.
The North is still holding the four-
person crew of a South Korean fish-
ing boat seized after it strayed into
North Korean waters late last
month. North Korea Thursday told
the South that it is still investigat-
ing their case, the South Korean gov-
ernment said.

Mr. Yu’s release “is fortunate for
the family of Mr. Yu,” said Cho Hyun-
jin, a spokesman for the South Ko-
rean president’s office.“Our govern-
ment will maintain a consistent pol-
icy” toward the North, he added.

U.S. officials have said Kim
Jong Il, who met with Mr. Clinton,
said he wanted to improve ties and
hold bilateral talks with Washing-
ton. The U.S. has said discussions
must take place within the frame-
work of so-called six-party talks
that for years have sought to per-
suade the North to give up its
atomic ambitions. China, Japan,
Russia and South Korea also partic-
ipate in those talks.

“To restart the dialogue with the
U.S., Kim Jong Il knows that North
Korea also needs to talk to South Ko-
rea, a U.S. ally,” said Jeung Young-
tae, a senior researcher at the Korea
Institute for National Unification, a
government-funded think tank.

Analysts also said they believed
the freeing of Mr. Yu is part of an ef-
fort by the North to win new cash in-
fusions from the South to shore up
its tottering economy, which is un-
der further pressure since the impo-
sition of new United Nations sanc-
tions after May’s nuclear test.

“They are absolutely short of
money,” said Mr. Jeung, and likely
want to restart visits by South Ko-
rean tourists to a resort on the
North’s east coast. The visits pro-
vided the country with steady in-
come before they were halted last
year after a South Korean tourist
was shot and killed by a North Ko-
rean soldier for reasons that are un-
clear. Pyongyang is also seeking
more benefits from the Kaesong in-
dustrial park.

In June, North Korea outlined a
series of demands related to the in-
dustrial park, calling, among other
things, for a $500 million payment
to allow continued use of the land on

which the complex is built. It also
wants to bring forward, to next year
from 2015, the start of previously
agreed annual land-use payments.

The North also wants Kaesong
factory workers’ wages to be raised
to $300 a month from the current
$75. That money is paid by South Ko-
rean employers to the North Korean
authorities. It is unclear how much
actually ends up in the pockets of
the workers.

Mr. Clinton’s trip, and the release
of the two American journalists,
prompted some in the South to urge
their government to do more to win
the freedom of its citizens held in
the North. More than 500 South Ko-
rean civilians are believed to have
been abducted by the North since Ko-
rean War hostilities ended with an
armistice in 1953.

“Kim Jong Il is a terrorist. We
shouldn’t accept his behavior,” said
Choi Sung-yong, president of the Ab-
ductees’ Family Union, which repre-
sents relatives of the missing. He
said Seoul “shouldn’t hold any dia-
logue with the North unless it first
frees the South Korean abductees
and gives up its nuclear weapons.”
 —Dongjin Park

contributed to this article.
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Asia hits Prudential net
Sale of Taiwan unit
weakens the result;
escaping guarantees

FASB looks to expand
mark-to-market rules

U.K. companies face
pension-plan deficits

By Vladimir Guevarra

LONDON—Prudential PLC
posted a sharply wider net loss for
the first half, as the insurer’s exit
from Taiwan weighed on results and
overall sales in Asia declined.

Still, analysts said the results
were relatively strong, and the com-
pany’s shares jumped 11% in Lon-
don.

The U.K.’s largest insurer by mar-
ket capitalization posted a net loss
of £254 million ($419.3 million) for
the first six months of the year, com-
pared with a £116 million net loss a
year earlier, as new business sales
fell 8.3% to £1.32 billion from £1.44
billion.

A 10% rise in new business premi-
ums in the U.S. to £392 million was
wiped out by a 15% decline in Asia to
£553 million and a 14% drop in the
U.K. to £376 million.

The figures show a continued
slowdown in Asia, a key region
where until last year Prudential saw
new business sales rise by an aver-
age of 25% over the previous 14
years.

The bottom line was also hit by
the February sale of Prudential’s
agency-distribution operations and
agency force in Taiwan to Taiwan’s
China Life Insurance Co. for a nomi-

nal sum of one New Taiwan dollar
(three U.S. cents).

The business had posted a 12%
fall in sales in 2008 and had a nega-
tive embedded value of £205 mil-
lion. Embedded value measures the
current value of future profits of in-
surance policies in force.

Analysts said the disposal al-
lowed Prudential to escape from
negative spread guarantees that
were peculiar to Taiwan, where poli-
cyholders were promised higher
yields even though interest rates
were low.

Stripping out the Taiwan busi-
ness, Prudential would have posted
a £545 million profit, said incoming

Chief Executive Tidjane Thiam.
Despite the fall in premiums, Pru-

dential’s new business margin rose
to 52% from 38%, as the insurer fo-
cused on higher-margin businesses
such as variable annuities and
health and protection products.

“These results demonstrate a
continuing strong performance by
the Prudential Group in what re-
main challenging market condi-
tions,” said outgoing CEO Mark
Tucker. Mr. Thiam, currently chief fi-
nancial officer, will take over from
Mr. Tucker in October.

Prudential raised its interim divi-
dend by 5% to 6.29 pence a share.

MONEY & INVESTING

By Marietta Cauchi

LONDON—Pension deficits have
hit many top U.K. companies—and
about 22% of the FTSE 100 firms
don’t have enough cash to pay out
on existing liabilities, according to
research released Thursday.

The increased pressure on al-
ready stretched balance sheets is
forcing many companies to consider
whether to continue supporting de-
fined-benefit schemes, KPMG said,
adding many will end up pulling the
provision for existing employees.

It is the first time that FTSE 100
companies are likely to spend as
much on paying the pension prom-
ises to past employees as they are on
contributions to current employees’
pension plans.

“It is unprecedented for compa-
nies to be spending as much or more
on their defined-benefit pension
benefits for previous employees
than for current staff,” said Mike
Smedley, pensions partner at KPMG.

“The fact that we are now reach-
ing this point graphically illustrates
the increasing unaffordability of de-
fined-benefit schemes,” he said.

Defined-benefit pension
schemes, where companies agree to
pay employees a fixed sum on retire-
ment, were designed to provide a
sufficient income for past employ-
ees but lost popularity several years
ago. They have gradually been re-
placed with defined-contribution
schemes where companies agree to

put in a certain limited amount, leav-
ing the employee to top it up and
take any responsibility if the plan
fails to provide enough on retire-
ment.

“It doesn’t surprise me at all,”
said Rosalind Connor, pensions law-
yer in the London office of Jones
Day, about the study.

“Defined-benefit schemes be-
came a big problem for companies
and many have been closed to new
entrants for years. It was only a ques-
tion of time before companies were
paying out more to retired staff than
to existing employees,” she said.

The combined effect of heavy
pension liabilities and tough eco-
nomic conditions has pushed up def-
icits across the U.K.’s top compa-
nies. London-based actuaries and
consultants Lane Clark & Peacock re-
cently produced data showing that
pension-scheme deficits of the
U.K.’s 100 largest companies stood
at a record £96 billion ($158.5 bil-
lion) in July.
 —Phil Craig

contributed to this article.

Prudential’s share price rose even though its net loss increased. The insurer would
have been in the black if not for its Taiwan operations, which it has divested.

By Michael Rapoport

U.S. accounting-rule makers are
considering expanding the use of
mark-to-market accounting, a move
that is likely to be strongly opposed
by banks because it could make
their earnings more volatile and po-
tentially force them to take big
losses.

Many financial assets already
must be marked to market, meaning
their value is pegged to the ups and
downs of the market. The new pro-
posal being weighed by the Financial
Accounting Standards Board would
apply mark-to-market rules to all fi-
nancial instruments, including loans.

FASB discussed the plan last
month and was slated to do so again
Thursday, though a formal proposal
on the issue isn’t expected until late
this year or early in 2010.

“It’s a controversial idea and
there’s an awful lot of process
ahead,” said FASB spokesman Neal
McGarity. “We’re technically not
even at square one yet.”

The banking industry, which suc-
cessfully pushed to get the rules
eased earlier this year, is likely to op-
pose such a change. Banks contend
the mark-to-market rules punished
them by forcing them to take write-
downs when their investments lost
value in the market even though the
downturn was only temporary.

Supporters of the rules say they
are necessary to give investors accu-
rate information and to prevent
banks from placing inflated valua-
tions on their assets.

FASB softened the application of
its mark-to-market rules earlier this

year after complaints from banks
and members of Congress—a move
that has boosted some banks’ earn-
ings and led mark-to-market sup-
porters to allege that the board had
caved in to political pressure.

But Mr. McGarity said that the
latest, tougher move isn’t a reac-
tion to that criticism, and that
FASB had been discussing an expan-
sion of the rules long before that.

If enacted, the move could cause
banks’ asset levels, and thus their
book values, to fluctuate as assets
that are now marked to market gain
or lose value. In some cases, those
gains or losses would count as part
of net income; in other cases, they’d
go into “other comprehensive in-
come,” a catch-all for various types
of gains and losses that don’t imme-
diately filter into earnings.

The proposal also calls for other
comprehensive income, which is cur-
rently shown on a company’s state-
ment of changes in shareholder eq-
uity, to be featured on the income
statement to make it more visible to
investors. It would be listed sepa-
rately from net income and wouldn’t
be counted in earnings per share.

FASB is working with the Interna-
tional Accounting Standards Board
on the issue, though the FASB pro-
posal is much tougher than the
IASB’s. The two boards plan to hold
public roundtables next month.

Banks are already gearing up to
oppose an expansion of mark-to-
market. In a letter last week to FASB
and IASB, the American Bankers As-
sociation said it was “deeply con-
cerned” about the direction the two
boards were taking on the matter.

Pension shortfalls at
the 100 largest
companies stood at
$158.5 billion in July.Bl
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In Africa, Clinton balances criticism, praise
U.S. seeks to protect
economic ties by use
of ‘soft power’ plan

By Cam Simpson

WASHINGTON—Airlines this
week will begin requiring some peo-
ple making reservations for U.S. do-
mestic flights to submit their dates
of birth and genders as part of a
screening process aimed at keeping
boarding passes out of the hands of
suspected terrorists, the Transpor-
tation Security Administration said.

The agency said the screening
would all play out behind the
scenes, meaning there should be no
additional delays for passengers at
airport terminals. The change will
be phased in starting Saturday. Not
all airlines are fully participating
and might not request the data.

The TSA said it would be up to indi-
vidual airlines or travel agents to de-
cide how to collect the required infor-
mation at the time a reservation is
made. The program, called Secure

Flight, is aimed at meeting congres-
sional mandates, including those
passed in 2007 to put into practice
recommendations from the commis-
sion that investigated the 2001 terror-
ist attacks. The government’s goal is
to vet all passengers on domestic
commercial flights by early next year.

The TSA said the additional data
would make it easier for the agency
to more accurately match prospec-
tive passengers with the thousands
of names on the government’s ter-
rorism watch lists. The advanced-
screening program is being phased
in slowly. The first step came in May,
when people making reservations
were required to begin submitting
their names exactly as they appear
on government-issued identifica-
tions needed to board planes.

TSA officials have been criti-
cized for refusing to allow passen-
gers to board if their names were

the same, or even similar, to those
on the watch lists. Civil-liberties
groups and privacy advocates have
criticized the watch lists, saying
they should be more narrowly fo-
cused on suspected terrorists. One
government estimate put the num-
ber of names appearing on its lists
at more than 700,000 two years ago.

TSA’s own lists, however, are
smaller. A TSA spokesman said the
agency doesn’t release updated in-
formation about its data, but offi-
cials said publicly late last year that
there were fewer than 16,000 names
on the lists TSA uses for banning fli-
ers or for subjecting them to special
scrutiny.

People who receive gate passes,
which allow them to proceed into se-
cure areas of airports without board-
ing passes so they can assist other
passengers, also could be required
to furnish the additional data.

U.S. airlines set to begin requiring more passenger data

By Sarah Childress

And Jay Solomon

NAIROBI, Kenya—U.S. Secretary
of State Hillary Clinton, midway
through her swing across Africa,
on Monday met with Angola’s Presi-
dent José Eduardo dos Santos, who
has ruled the oil-rich country for
the past three decades, and whose
government has been accused of
cronyism and corruption by watch-
dog groups, and his military ac-
cused of human-rights violations.

In public remarks to Angola’s for-
eign minister, Mrs. Clinton said,
“We have our work cut out for us,
Mr. Minister.” But she hailed the gov-
ernment’s move toward transpar-
ency as a “positive step.”

Mrs. Clinton’s seven-nation trip
through Africa, which ends Friday,
has been a balancing act between call-
ing for good governance, while pro-
tecting U.S.-African economic ties.
Those relationships are especially im-
portant now, as China, a U.S. eco-
nomic competitor in Africa, has in-
creasingly invested in the continent,
offering loans, building roads and
striking deals for commodities.

Advisers to Mrs. Clinton dismiss
talk of a US-China rivalry as a “Cold
War paradigm.” But the close rela-
tionship Beijing has with many Afri-

can countries, in particular oil pro-
ducers like Angola, has not escaped
their notice.

The Obama administration has
recognized that direct criticism of
oppressive regimes could back-
fire, harming American economic
interests and pushing African na-
tions closer to Beijing.

Mrs. Clinton reserved more criti-
cal language for town-hall forums
with young people in Kenya, the Dem-
ocratic Republic of Congo and Nige-

ria, encouraging citizens to take a
stronger role in holding their govern-
ments accountable.

The diplomatic mission was over-
shadowed for a time by a heated re-
ply Mrs. Clinton gave at a town-hall
forum in Kinshasa to a Congolese
student, who appeared to ask her
for Bill Clinton’s views on a local is-
sue. “My husband is not secretary of
state, I am,” she said. “If you want
my opinion, I will tell you my opin-
ion.” She was asked again about the
exchange on Thursday, but didn’t re-
spond to the question, speaking in-
stead about the positive experi-
ences she’d had on the trip.

Mrs. Clinton’s Africa trip is the
latest example of her push for so-
called personalized diplomacy,
which focuses as much on meeting
businessmen and civil-society
groups as heads of state and diplo-
mats. In her speeches, the secretary
underscored the Obama administra-
tion’s commitment to “soft power”
and using trade, technology and aid
in addition to military power, to pro-
tect American interests.

Mrs. Clinton largely kept to this
strategy as she moved across the
continent, raising concerns about
governance in gentler terms with
leaders from Angola and Nigeria,
the two biggest oil producers in sub-
Saharan Africa, both of whom ex-
port oil to the U.S. She concentrated

on the progress that Nigerian Presi-
dent Umaru Yar’Adua, who won in
2007 in an election characterized by
widespread fraud, had made in at-
tempting to curb corruption.

In South Africa, Mrs. Clinton
avoided any mention of President
Jacob Zuma’s past legal troubles,
focusing instead on encouraging
the government to take a stronger
leadership role, as the continent’s
most powerful economy, in resolv-
ing political crises such as the lead-
ership dispute in Zimbabwe.

The one exception was Kenya,
which needs American aid more
than the U.S. needs its exports. Mrs.
Clinton made her harshest state-
ments to government officials in
this struggling country. The current
government was cobbled together
with support from the U.S. and Afri-
can leaders after violence erupted
from disputed elections in Decem-
ber 2007, and has failed to pass any
necessary changes, such as estab-
lishing a constitutionally protected
local tribunal to try perpetrators of
the violence, and has become notori-
ously corrupt.

The shift in strategy may im-
prove relations with African govern-
ments who chafe at Western criti-
cism, but win less support from Afri-
cans themselves. Mrs. Clinton’s trip
comes as Africans have begun to
question their leaders, even under

oppressive regimes, more openly.
In Kenya, Mrs. Clinton’s public

condemnation of the government
won her praise from people weary of
bad leadership. At a rowdy town-
hall meeting in Nigeria, she won the
most applause when she mentioned
the country’s history of corruption
and flawed elections.

The approach is a stark depar-
ture from that of the Bush adminis-
tration, which in some cases openly
challenged close allies. But the soft
approach may cause problems of its
own. Human-rights organizations
could seize on the strategy as a wan-
ing of American resolve to exert in-
fluence. President Barack Obama’s
political critics could claim the ap-
proach places economic interests
over moral obligations.

Mrs. Clinton arrived for a brief
visit to Liberia on Thursday, where
she met with President Ellen
Johnson-Sirleaf, the first African
stateswoman. It is a significant
show of support at a time when Mrs.
Johnson-Sirleaf has faced calls to re-
sign following an investigation by
Liberia’s Truth and Reconciliation
Commission for her ties to former
President Charles Taylor, now on
trial for war crimes at The Hague.

In remarks following their meet-
ing, Mrs. Clinton said Liberia was a
“model of successful transition”
from conflict to peace. She said that
she and Mrs. Johnson-Sirleaf had
discussed Liberia’s sound fiscal pol-
icy and democratic progress.

Mrs. Johnson-Sirleaf has said
she helped Mr. Taylor raise money,
but that she didn’t realize he was in-
volved in atrocities at the time. The
commission recommended that she
be banned from political activity for
30 years for her alleged involve-
ment.

Mrs. Johnson-Sirleaf has other-
wise been praised for her efforts to
help Liberia recover from a devastat-
ing civil war that ended six years
ago. She has pushed international
companies farming rubber and har-
vesting timber to offer better con-
cessions and improve wages for
their employees, and channeled rev-
enue to revive the agricultural and
fishing industries.

Liberia has strong historical ties
to the U.S.; the nation was founded
by freed American slaves.

Mrs. Clinton’s final stop will be in
Cape Verde, a tiny island nation
with a strong democracy, and a ma-
jor recipient of U.S. aid.

Passengers check in at the Boston airport last month. Starting Saturday, some
people making reservations will have to submit their dates of birth and gender.

Hillary Clinton as she boards her plane Thursday in Abuja, Nigeria, and heads for Liberia, the sixth nation on an 11-day tour of Africa.
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NYSE, Nasdaq clash on IPOs

KKR raises $650 million
from IPO of portfolio firm

Aegon raises more funds
Analysts are puzzled
that firm sold stock
to repay some debt

Mediobanca eyes Oppenheim arm

Barclays: Equity sales
to be like a ‘tidal wave’

MONEY & INVESTING

By Bart Koster

AMSTERDAM—Dutch life-insur-
ance and pension provider Aegon
NV on Thursday concluded a Œ1 bil-
lion ($1.42 billion) capital increase
to partially repay the state aid it re-
ceived in late 2008 and posted a
wider-than-expected second-quar-
ter net loss.

Chief Executive Alex Wynaendts
said the company decided to launch
the share issue now because of favor-
able market conditions and because
it gives the insurer time to make a Œ1
billion payment by Dec. 1. Aegon re-
ceived Œ3 billion in aid last October
to bolster its balance sheet, and the
December payment would be the
company’s first step toward repay-
ing the government.

Mr. Wynaendts said Aegon ex-
pects to repay the remaining Œ2 bil-
lion in two to three years.

Aegon said the December pay-
ment will save it Œ370 million be-
cause the company won’t need to
pay charges tied to the aid nor fu-
ture coupons of at least 8.5% a year
on the repurchased amount.

For the three months to June 30,
Aegon swung to a net loss of Œ161
million from a net profit of Œ276 mil-
lion a year earlier, after taking a
Œ385 million loss on the sale of a
unit in Taiwan and one-time charges
of Œ393 million.

Revenue fell 16% to Œ7.12 billion
from Œ8.45 billion.

The closely tracked operating re-
sult, which excludes taxes and one-
off items, fell to Œ404 million from
Œ596 million a year earlier. Analysts
had expected, on average, a net loss
of Œ35.1 million, with underlying

profit of Œ459 million.
Unsteady financial markets and

policyholders’ waning risk appetite
have hit premium and capital levels
of insurers world-wide, sending
share prices down and causing
some, such as Aegon, to seek state
aid.

The company’s fundamental in-
surance business continued to strug-
gle amid the downturn. Second-
quarter revenue fell to Œ7.12 billion
from Œ8.45 billion.

Analysts were perplexed by Ae-
gon’s decision to tap equity markets
to raise funds to pay down the state
aid in light of the Œ3.5 billion of ex-
cess capital the company said it is
holding. “It is somewhat strange,”
analysts at KBC Securities said in an
investor note.

SNS Securities said it was disap-
pointed that the company was sell-
ing shares to pay down the debt in-
stead of drawing down some of its
excess capital. “This might imply
that management expect a difficult
second quarter and that given the
equity issue today, they do not ex-
pect the share price to be higher
than the current one.”

Mr. Wynaendts said that, under
“the current uncertain economic cir-
cumstances, we prefer to keep our
current excess capital buffer at Œ3.5
billion and not use it for state repay-
ments.”

torically have a bias that they ought
to list on Nasdaq because that’s
where all the other tech companies
are listed.”

In the past 18 months, though,
the NYSE “has become much more
aggressive” in targeting tech IPOs,
Mr. Thompson says. SolarWinds
decided to list its shares on the Big
Board based on the exchange’s pro-
posal for a multiyear marketing al-
liance that includes print ads and
promotional events at the NYSE.

All those perks are “wrapped
around our agreement to list on
their exchange,” he adds.

In the second quarter, listing fees
generated 17%, or $101 million, of
NYSE Euronext’s net revenue. Lur-
ing new listings away from Nasdaq
OMX could help cushion NYSE Euro-
next from the pressure it faces to cut
trading fees.

“They have lowered their stan-
dards, no doubt,” says Bruce Aust,

executive vice president of the cor-
porate-client group at Nasdaq. The
market-value requirement for
newly public companies to list on
Nasdaq is $70 million, and the elec-
tronic exchange’s initial and annual
listing fees generally are lower than
those charged by the NYSE.

When online business-software
vendor NetSuite Inc. began planning
to go public in late 2006, some com-
pany executives assumed its shares
should be listed on Nasdaq. But after
a personal pitch from Ms. Kinney,
NetSuite CEO Zachary Nelson con-
cluded that the NYSE offered a glo-
bal platform that could boost Net-
Suite’s visibility and marketing.

The San Mateo, Calif., company
completed its IPO in 2007. Ms. Kin-
ney joined the NetSuite board in
March 2009. This spring, Mr. Nelson
rang the closing bell at the NYSE
with a group of customers. NetSuite
valued “the thrill of being on a world
stage and ringing the bell,” he says.

Continued from page 17

likely to pursue more high-profile
offshore tax-evasion cases in court,
it is limited in the number of cases it
could pursue, notes Bryan Skarla-
tos, an attorney with Kostelanetz &
Fink in New York. Currently the gov-
ernment tries about 1,000 criminal
tax cases year.

Some holders, especially those
smaller or inactive accounts, may opt
not to disclose and simply close the ac-
count. “But the problem is still there
for the years in question,” Mr. Skarla-
tos says. “I have had cases where the
IRS discovered them and imposed
penalties.” There is no statute of limi-
tations in the tax code for fraud. For
those who want to keep the account,
he says, “I remind them that they have
to keep committing two felonies a
year when they sign their tax return.”

Continued from page 17

By James Mawson

Private-equity funds could be in
for a bonanza if they follow the lead
just shown by Kohlberg Kravis Rob-
erts & Co. in its recent listing of one
of its private-equity division’s port-
folio companies.

KKR and Silver Lake Partners
raised $650 million from an initial
public offering of Avago Technolo-
gies Ltd., the first sizable IPO of a
buyout-backed company this year.
KKR managed to profit from the list-
ing in two ways — as the manager of
the fund that owned the company
and as the underwriter to the IPO.
By paying fees from the rights issue
to its capital markets division, how-
ever, KKR effectively lowers the re-
turn to these fund investors.

KKR declined to comment on its
practices for managing these poten-
tial conflicts of interest, such as pay-
ing part or all of the underwriting
fees to the fund investors, although
after its own listing in October, KKR
will be the largest investor in its buy-
out funds so has a natural alignment

of interest with these other limited
partners.

Listing in such difficult markets
is an achievement in itself and Av-
ago promises strong returns to the
firms’ limited partners, the inves-
tors in the buyout funds that pro-
vided the equity to buy the chip
maker.

Through a capital markets divi-
sion set up two years ago, KKR acted
as an underwriter on Avago’s listing
alongside investment banks. As a re-
sult, KKR was in line to earn as much
as 9% of the deal fees on the $650
million, as the stock issue rose in
size above the planned $400 million
due to oversubscription from inves-
tors. Underwriter fees in the U.S. are
typically about 6% of the deal value
but 9% isn’t regarded as excessive
among bankers.

The fees to list the company are
paid by the business from the pro-
ceeds from going public and having
new shareholders buy the stock. If
these fees are smaller, or returned
to the company and its pre-IPO own-
ers they will have more money.
 —From Financial News

By Sabrina Cohen

MILAN—Italian merchant bank
Mediobanca SpA is considering buy-
ing the investment-banking opera-
tions of Sal. Oppenheim Jr. & Cie. if
Deutsche Bank AG acquires a stake
in the Luxembourg-based private
bank and decides to sell part of its as-
sets, a spokeswoman said Thursday.

“But we’re not doing anything un-
til the talks between Deutsche and
Oppenheim are finished,” she said.

On Aug. 5, Deutsche Bank said it
had made a bid for a nonbinding mi-
nority stake in Sal. Oppenheim.

This past week, it financed a
Œ300 million ($426 million) capital
increase for the bank, which has
been badly bruised by the financial
crisis.

People familiar with the matter
said early this month that Deutsche
Bank could eventually take a major-
ity stake in Sal. Oppenheim.

“If Deutsche Bank wants to con-
centrate on the private-bank asset,
Mediobanca will focus on the invest-
ment-banking one,” one person fa-
miliar with the matter said.

Discussions between top execu-
tives at Mediobanca and Sal. Oppen-
heim are at an early stage, one per-
son familiar with the situation said,
adding that details of the offer, such
as whether a deal would involve a
share swap or cash, are still under
discussion.

According to people familiar
with the situation, “the outcome of
the deal may be announced as early
as mid-September.”

Sal. Oppenheim has a stake of
about 1.8% in Mediobanca.

Mediobanca Chief Executive Al-
berto Nagel disclosed plans this
year to strengthen the bank’s opera-
tions outside of Italy.

That announcement came as the
bank released relatively strong quar-
terly results from its French, Span-
ish and British operations.

The Milan-based merchant bank
started operations in Germany in Oc-
tober 2007, concentrating mainly
on corporate and structured fi-
nance.

“The acquisition of Sal. Oppen-
heim advisory and equity activities
could further strengthen its opera-
tions in the country,” a Milan-based
analyst said.

Source: Thomson Reuters Datastream
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Americans with
UBS accounts
face nasty choice

By Shanny Basar

And Oliver Smiddy

Barclays Capital has prepared a
database of more than 100 private-
equity-owned companies that could
be ready to go public within the next
12 to 18 months, saying it expects a
“tidal wave” of new deals. It has just
led its second U.S. listing from a fi-
nancial sponsor in a week.

John Miller, head of the unit that
serves private-equity firms at Bar-
clays Capital, said there is a conflu-
ence of events that is setting the
stage for a revival of private-equity
investment-banking activity.

He said institutional investors
are struggling to come up with the
cash when private-equity firms ask
them to make good on their commit-
ments to a private-equity fund’s in-
vestments. These institutional in-
vestors are also looking to reduce
their holdings in private equity to re-
balance their portfolios.

That is putting pressure on pri-
vate-equity firms to return cash to
their investors. An IPO will help
them raise the cash to do that, al-
though it could achieve the same ef-
fect by selling the stake to another
private-equity firm or a company.

“There will be a tidal wave of
monetization events, including ini-
tial public offerings,” Mr. Miller
said. “The question is not if, but
when.”

This will be good news for the
banks’ financial sponsor divisions.
The divisions have seen their revenue
fall to $1.1 billion in the first half of
this year, 73% down from the first half
of last year, according to investment-
banking research provider Dealogic.

Barclays Capital, along with Gold-
man Sachs Group Inc., Morgan Stan-
ley and UBS, this week led the $367
million IPO of private equity-backed
Emdeon, a health-care payments sys-
tems provider, which started trading
on the New York Stock Exchange.

The deal increased in size and
priced at the top of the range as fi-
nancial sponsors General Atlantic

and Hellman & Friedman sold
shares at $15.50. The stock ended its
first day of trading at $16.52.

It was Barclays Capital’s second
role on a private-equity backed flota-
tion in a week. The U.K. bank worked
alongside Deutsche Bank, Morgan
Stanley and Citigroup last week to
lead the $648 million listing of Sin-
gagore’s Avago Technologies on Nas-
daq OMX. Financial sponsors Kohl-
berg Kravis Roberts and Silver Lake
Partners were among those that
sold stock at the top of the book-
building range at $15 each.

U.K.-based Bridgepoint con-
firmed it was looking at exit options
for retailer Pets at Home, which in-
clude an IPO, although it said it
didn’t envisage any decision before
the end of the year. The same is true
for Danish telecommunications op-
erator TDC, whose private-equity
owners—Apax Partners, Blackstone
Group, KKR, Permira and Provi-
dence Equity Partners—have held
preliminary discussions but made
no decisions yet, people familiar
with the situation say.

David Wilkinson, the head of
Ernst & Young’s IPO unit who has
been working with several private-
equity groups regarding listings,
said: “Private-equity firms have
tried but failed to sell assets over
the last few years and there is now
an increasing focus on the public
markets, with a number of compa-
nies being readied for sale.”

Despite buyout firms’ keenness
to sell businesses, most have failed
to do so because they have been un-
able to find a buyer willing or able to
find the financing to pay the price
they want.

One recent example is health-
care human-resources group Pulse.
U.K.-based buyout group HgCapital
pulled the sale of the business after
bids came in last month from peers
GI Partners and Graphite Capital be-
low the asking price, according to
Lindsay Dibden, head of Hg’s health-
care team.

—From Financial News
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