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With a return to growth looking further off, stocks and sterling decline
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By Thomas Catan

And Christopher Bjork

MADRID—Earlier this
year, U.S. Federal Deposit In-
surance Corp. Chairman
Sheila C. Bair had a discreet
visit from a Spanish banker.

Francisco González, chair-
man and chief executive of
Banco Bilbao Vizcaya Argen-
taria SA, the second-largest
bank in Spain by stock-mar-
ket value, wanted to make
sure the FDIC kept him in
mind when selling assets the
agency is getting from failed
U.S. banks, according to peo-
ple familiar with the meeting.
BBVA’s energetic 64-year-old
boss dropped by the Trea-
sury Department and Federal
Reserve with a similar mes-
sage, these people said.

In a recent interview, Mr.
González wouldn’t comment
on the meetings, but he said
BBVA is interested in making
“tactical” acquisitions in the
southern half of the U.S. that
would build on the foothold
the Spanish bank has estab-
lished during the past several
years, including the $9.6 bil-
lion purchase of Compass
Bancshares Inc., of Birming-
ham, Ala., in 2007.

“It would be logical that
at the right moment the bank
should grow tactically in the
U.S., for it to make an acquisi-
tion,” Mr. González said. “A
player like us should be at the
table” when the FDIC is hunt-
ing for prospective buyers of
bank assets.

Thanks partly to its risk-
Please turn to page 31

Deleveraging
Europe’s indebted firms
have little appetite for
new credit. Page 15

Leading the News: German central banker says unemployment could delay a recovery
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By Mark Maremont

The majority of U.S. compa-
nies that improperly back-
dated stock options were never
caught by regulators or con-
fessed to the practice, accord-
ing to a new academic study.

Researchers at the Univer-
sity of Houston’s C.T. Bauer
College of Business used a so-
phisticated statistical test to
sift through more than 4,000
publicly traded companies for
those with patterns of grant-
ing options at abnormally fa-
vorable times, often at low
points for their share prices.

The study identified 141
companies with such advanta-
geous options-granting prac-
tices that the researchers con-
cluded they were highly likely
to have been involved in back-
dating. Ninety-two of those
companies never were pub-
licly linked to investigations
or announced earnings restate-
ments related to backdating.

The companies include ad-
vertising giant Omnicom
Group Inc., retailer Dress
Barn Inc., trucking firm J.B.
Hunt Transport Services Inc.
and equipment-rental con-
cern United Rentals Inc. Offi-
cials at the companies, which
showed some of the strongest
signs of likely backdating in
the study, had no comment or
said they found no evidence of
wrongdoing.

The unpublished study is
the latest sign since the back-

Please turn to page 31

Many
backdate
violators
uncaught

By James T. Areddy

And Katie Martin

Excitement that an eco-
nomic recovery might occur
sooner than had been ex-
pected evaporated on Mon-
day, sending markets down
across the globe.

The doubts were sown be-
fore the weekend by U.S. con-
sumer-confidence and retail-
sales data that ended a run of
surprisingly strong economic
data. Chinese stocks tumbled
on Monday, sparking an

Asian-wide selloff that car-
ried over to other regions.

Investors punished any-
thing associated with risk or
global economic growth—the
pound, the Dow Jones Indus-
trial Average and commodi-
ties.

Investors turned to invest-
ments associated with lower
yields but less risk, such as
pharmaceutical stocks and
the yen. In Europe, banks and
miners were among the
worst performers in a 2% fall
in the pan-European Dow

Jones Stoxx 600 index—the
steepest drop in six weeks.
Some economic data sug-
gested the declines reflected
thin trading volumes and in-
vestors’ eagerness to lock in
the profits, rather than an un-
derlying economic turn for
the worse.

The Shanghai stock mar-
ket’s fall was the most dra-
matic of the day, but driven
by the sentiment of retail in-
vestors, it has been a poor in-
dicator for the strength of Chi-
na’s economy. Even as its

main index fell 5.8%, Citi-
group economist Ken Peng on
Monday lifted his 2009 fore-
cast for China’s gross-domes-
tic-product growth by half a
percentage point to 8.7%.

Similarly, the Dow Jones
Industrial Average was down
1.9% in midafternoon trading.
But the New York Federal Re-
serve Empire State Survey
came in better than expected.
It showed conditions for New
York manufacturers im-
proved for the first time in
more than a year in August.

Markets

A suicide bomber drove a
truck laden with explosives
into a police station in south-
ern Russia, killing 20 police
officers, in the worst rebel
attack in the Caucasus re-
gion in five years. Page 4

n An accident at Russia’s
largest hydropower station
killed at least 11 people and
could threaten output at alu-
minum giant Rusal. Page 4

n Greece’s budget woes
could force revamping a list
of arduous and unhealthy
jobs, like bathhouse atten-
dant and baker. Page 3

n The top directors at the
100 largest U.K.-listed com-
panies earned $516.6 million
in the past year. Page 3

n The euro zone posted its
biggest trade surplus in two
years in June, but levels of
trade remained low com-
pared with last year. Page 2

n Japan’s GDP grew for the
first time since early last
year, providing evidence that
the economy may be pulling
out of recession. Page 10

n The U.K. pound fell to its
lowest point in a month, and
key data releases could mean
another testing week. Page 20

n Two Russians and an Amer-
ican were indicted in the U.S.
on charges of conspiring to
hack into computer networks
of major companies. WSJ.com

n Ryanair continued a push
to lower airport fees by say-
ing it will cancel 90% of its
Manchester routes. Page 6

n China’s iron-ore deal with
Australia’s Fortescue Metals
could weigh on future re-
source investments. Page 32

n The U.S. extended its
TALF program to continue to
stabilize the commercial-real-
estate market. Page 19

n European regulators are
taking different approaches to
evaluating risk, forcing some
banks to set aside more capi-
tal than others. Page 21

n Sony Ericsson’s CEO will
retire and be succeeded by
the head of Ericsson’s U.S.
technology division. Page 7

n Russia said it located a
ship that vanished after an
attack in the Baltic Sea last
month, but gave no reasons
for its disappearance. Page 4

n The Taliban said two
bombings in Pakistan’s Swat
Valley were a message to vis-
iting U.S. envoy Holbrooke.
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The economic storm may
be passing. Is the rain let-
ting up?

For traditional media,
probably not. The disruptive
impact of digital technology,
particularly the Internet, is
likely to leave a lasting im-
pact even as advertisers and
consumers boost their
spending again. But at least
companies may soon get a
sense how much of the
slump in ad spending and
DVD sales was cyclical and
how much was a permanent
shift.

Media executives from
Time Warner, Walt Disney
and Viacom each noted on
recent earnings conference
calls that TV advertisers are
buying ad time much closer
to airdate, damping demand
in the annual “upfront” TV
ad-sales negotiation. Given
the questions around TV ad-
vertising, that timing
change could become perma-
nent, making it tougher for
executives to plan ahead.

For investors, the posi-
tive development of the re-
cession is how much it has
changed attitudes about the
Internet’s potential as a busi-
ness model. After several
years of acting like lem-

mings, offering some of
their best content for free
online, both TV and print
media executives are re-
thinking. It now is clear Goo-
gle’s spectacular success at
building a highly lucrative
business from its heavy In-
ternet traffic was something
of a one-off. Amassing a big
audience online doesn’t yet
guarantee enough ad reve-
nues to sustain a big busi-
ness.

Others may yet crack the

code on other kinds of Inter-
net advertising. In the mean-
time, the New York Times
Co., for instance, is research-
ing how many of its readers
would pay for online con-
tent. Wall Street Journal
owner News Corp. says it
will start charging for ac-
cess to all its newspapers’
Web sites. A similar move is
underway in television.
Time Warner and Comcast
have signed up a growing
number of cable channels to

test technology for offering
their programs online—but
only if the users also sub-
scribe to cable. Broadcast
networks have long offered
many of their most high pro-
file shows for free online,
but the cable initiative
could give them cover to
pull back.

Sometimes discretion is
the better part of valor. Of-
fering everything for free
now appears, for many, like
a road to nowhere. The risk
is that limiting access will
force consumers to hunt for
alternative sources of con-
tent, either low-quality ma-
terial or pirated content.

That is less a risk in en-
tertainment than in news,
however. Because cable-TV
and phone companies partic-
ipate in the video business
as well as offering high-
speed Internet access, they
both are motivated to clamp
down on pirates using huge
amounts of bandwidth. That
was less true with the music
industry. It will take years
for media to figure out ex-
actly the right digital busi-
ness model. But the reces-
sion may have played its
part in guiding the search.
 —Martin Peers

More at WSJ.com/Heard

Markets’ diverging views
Since the nadir in March,

U.S. stocks have gained close
to 50% and investment-
grade credit spreads have
halved. The two asset
classes have rallied in tan-
dem as panic over a finan-
cial collapse has dissipated.
But with the focus now on
economic recovery, despite
Monday’s stock selloff, a dis-
connect is developing.

Credit-default-swap in-
dexes that usually move in
line with equities have be-
gun to follow their own
tune, one with a more down-
beat tone on the outlook.
U.S. stocks hit new 2009
highs last week before los-
ing some ground, while the
investment-grade Markit
CDX and iTraxx indexes un-
derperformed sharply. Even
with a 0.6% decline on the
week, the Standard & Poor’s
500-stock index closed off
the week’s lows, while the
0.12 percentage point widen-
ing in the CDX took the in-
dex back to a level unseen
since July 24.

Equity investors appear
focused on the surprising re-
silience of earnings and the
potential for punchy profits
if revenues rebound. Credit
Suisse forecasts a 20% rise
in 2010 S&P 500 operating

earnings, giving the market
a price/earnings multiple of
just 14 times.

Credit investors seem
more concerned about how
sustainable any recovery
might prove and are inclined
to require more proof that de-
mand is picking up. Cash
bond spreads are now compa-
rable to levels seen in the
1981-1982 and 2001 reces-
sions, rather than at 1930s de-
pression levels. But defaults
are still climbing and credit
deterioration continuing.

Of course, credit and eq-
uity investors may be look-
ing at the same picture
through different lenses. Eq-
uities tend to be more senti-
ment-driven and focused on
potential gains, while credit
markets are always more con-
cerned by potential losses.

Still, the biggest threat to
both equity and private
credit markets may be the
government bond markets. A
real economic recovery that
led to a rebound in risk appe-
tite could yet push govern-
ment bond yields, which
may be artificially low due
to unconventional monetary
policy, sharply higher. That
could upset both corporate
bonds and stocks.
 —Richard Barley

China ore pact colors future deals
Accord with miner
to set iron price spurs
queries on motivation

Searching for a business model

By Shai Oster

BEIJING—China’s effort to wrest
control of iron-ore prices from the
world’s biggest suppliers through a
surprise deal with an Australian
miner could weigh on future re-
source investments, because it
raises questions about whether
such deals are meant to further Chi-
na’s political goals instead of com-
mercial interests.

Fortescue Metals Group Ltd.
said Monday it had struck a deal for
iron ore, a key ingredient in steel, to
be sold to China below a benchmark
price that was set by mining giant
Rio Tinto with Japanese, South Ko-
rean and Taiwanese steelmakers.

The deal with Fortescue won’t
satisfy China’s need for iron ore.
Fortescue’s output is relatively
small, and its infrastructure limited
compared with that of the three larg-
est iron-ore miners, BHP Billiton
Ltd., Rio Tinto and Vale SA. The ar-
rangement could weaken the hold of
those top miners on global iron-ore
prices, but it won’t take the bench-
mark system down; China will still
have to deal with the big three,
which control 70% of the seaborne
iron-ore trade.

China is eager to foster suppliers
outside the big three, which it com-
plains have oligopoly pricing power.
In the long term, the deal, by under-

writing Fortescue’s growth, could
enable it to become a major player.
China is betting that even if Rio
Tinto and BHP don’t fold on price ne-
gotiations this year, over time, the
arrangement could change the
shape of the global iron-ore market
by building up a new supplier.

Fortescue said it would agree to a
3% discount on the benchmark price,
pending completion of loans of be-
tween $5.5 billion and $6 billion
from Chinese lenders. The discount
is contingent on the loans being se-
cured by Sept. 30, Fortescue said.

The discount is linked clearly to
increased Chinese investment in the
company. That could cause some
shareholders to balk at increased
Chinese investment: The opponents
of Aluminum Corp. of China’s failed
bid for a bigger stake in Rio Tinto
worried that China would use its
power to leverage cheaper iron
prices. Sill, other companies might
welcome such deals, and short-term
benefits to China might outweigh
the potential damage to its overseas
investment plans, analysts said.

China’s chief iron negotiator, the
China Iron and Steel Association, an
industry group with strong govern-
ment ties, touted the deal as a break-
through in talks that have dragged on
between China and the three biggest
iron-ore miners with no end in sight.

Fortescue Chief Executive An-
drew Forrest said the pact broke an
impasse that was forcing Chinese
steelmakers to pay a premium for
supplies on the spot market.

The Chinese government en-
dorsed the deal, saying it could lead
to a more balanced outcome for Chi-

nese mills and global miners. “The
iron-ore deal reflects adequate nego-
tiations on both sides,” Commerce
Ministry spokesman Yao Jian said.

China had been holding out for a
40% to 45% cut in the benchmark
price compared with last year, much
steeper than the 33% discount that
BHP Billiton and Rio Tinto have
agreed upon with their other cus-
tomers to account for a slowdown in
steel demand. However, the Fortes-
cue deal is only slightly better than
the deal on the table from the big
three.

Analysts say the relatively small
volume of Fortescue’s annual out-
put, equal to about one month of Chi-
na’s imports, will likely limit the
short-term impact of the deal. The

deal also won’t help end the bitter
negotiation over benchmark pric-
ing. Current spot prices are trading
much higher than the long-term
price, giving iron-ore miners little
incentive to lock in cheap prices.
BHP and others are pushing for an
end to the benchmark system, pro-
posing instead an index system and
quarterly prices, which they say is
more transparent.

Rio Tinto shrugged off the Fortes-
cue move. “We do not see this pric-
ing agreement as relevant to our
pricing for fiscal 2009,” a Rio Tinto
spokesman said. “Rio Tinto con-
ducts its own negotiations with its
customers world-wide.”

BHP declined to comment.
Fortescue, Australia’s third-big-

gest iron-ore company after Rio
Tinto and BHP, was founded only six
years ago and has expanded aggres-
sively since listing shares in 2006.
With China’s investment, cash-
strapped Fortescue believes it will
be able to quickly double its output
to roughly 100 million metric tons a
year—about two-thirds the size of
BHP’s annual production. Some ana-
lysts question Fortescue’s ability to
ramp up so quickly.

The deal comes amid early signs
that China’s booming steel produc-
tion may have peaked, and that the
demand for iron ore and steel in the
second half of this year may plateau,
or even decline.

Iron-ore spot prices began to
ease last week after nearly doubling
since touching lows in April.
 —Chuin-Wei Yap

and Alex Macdonald
contributed to this article.

Mike Rowe on location for the Discovery Channel’s popular cable
show “Dirty Jobs.” Will U.S. viewers pay to see him online?

Financial Analysis and Commentary

*FOB stands for freight on board; it includes the 
cost of placing the steel on a vessel/vehicle but 
doesn't include the cost of transportation or 
freight insurance.
Source: Platts, unit of McGraw-Hill Cos.

Downward trend
Chinese rebar price, FOB.* Rebar is 
reinforcing bar made of steel and is 
used for construction
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By Alistair MacDonald

Benson, the giant British carp
whose death elicited an interna-
tional outpouring this month, was
probably not a victim of foul play,
the taxidermist charged with exam-
ining her sudden death said on Mon-
day. Instead, she likely died from re-
productive complications.

The 52-pound carp was found
dead at the Bluebell Lakes private
fishing complex near Peterborough,
England, at the end of July. Known
as Britain’s largest common carp,
she had been caught and released 63
times over the years.

Benson’s sudden death sparked
fears that she had been killed by
careless fishermen. The owner of
Bluebell Lakes, Tony Bridgefoot,
found traces of raw tiger nuts near
where Benson died. The nuts, used
to tempt fish to the surface, can be
toxic to a carp.

But Barry Williams, a taxider-
mist from England’s Midlands who
Mr. Bridgefoot asked to explore Ben-
son’s death, said that, while prepar-
ing her to be mounted, he found evi-
dence that Benson had been spawn-
ing. Eggs can block up a fish’s ovi-
duct, leading to infections that can
kill. Mr. Williams said he saw no sign
of tiger nuts in the fish’s digestive
system.

Mr. Bridgefoot said he was will-
ing to accept that conclusion. It was
a relief, he said, to learn that the
carp died of causes beyond his con-
trol.

Benson the carp
wasn’t poisoned,
says taxidermist

Email: heard@wsj.com
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1 For more people in the news, visit
CareerJournal.com/WhosNews

By Nicholas Winning

LONDON—The 16 countries
that use the euro posted their big-
gest trade surplus in two years in
June, but levels of trade remained
low compared with last year.

The euro zone’s nonseasonally
adjusted trade surplus widened to
Œ4.6 billion ($6.5 billion) in June
from a surplus of Œ2.1 billion in
May, according to data released
Monday by Eurostat, the Euro-
pean Union’s statistics agency.
That is the largest surplus since
the Œ6.7 billion trade gap in June
2007.

Economists were expecting a
Œ3.5 billion surplus, according to a
survey last week. May’s surplus
was revised up from the Œ1.9 bil-
lion reported last month.

Ben May of Capital Economics
said the data suggested trade may
have added a full percentage point
to second-quarter gross domestic
product. “While the latest trade
figures do suggest that the worst
of the downturn is over, there is lit-
tle evidence that exports are set
for a robust pickup,” he said in a
note. “With a significant near-
term improvement in domestic de-
mand unlikely, it is too soon to con-
clude that the region is about to
embark on a sustained recovery.”

The data showed that trade re-
mains substantially weaker than
last year after the credit crisis
plunged the economies in the euro
zone and many of its trading part-
ners into their deepest recessions
since World War II.

Euro-zone exports were Œ106.1
billion in June, down 22% from
June 2008, while imports came to
Œ101.5 billion, a 26% drop. Trade
did, however, pick up from May,
when the euro zone had Œ98.6 bil-
lion in exports and Œ96.5 billion in
imports.

Trade among the 16 euro-zone
member states grew to Œ111.3 bil-
lion in June from Œ101.2 billion in
May, but remained 20% lower than
a year earlier.

Seasonally adjusted figures
showed euro-zone exports totaled
Œ101.5 billion in June, their lowest
level since July 2005, while im-
ports were unchanged from May
at Œ100.5 billion, the weakest level

since June 2005.
For the first half, the euro zone

posted a trade deficit of Œ1.6 bil-
lion, compared with a deficit of
Œ13.3 billion over the first six
months of 2008. Exports were 23%
weaker than last year, while im-
ports fell 24%.

The euro zone’s trade surplus
with the U.K., its biggest export
market, was narrower in the first
five months of the year than for
the year-earlier period, as exports
fell 27% and imports dropped 29%.
The surplus with the U.S. shrank
by more than half, as exports in
January to May were 21% weaker
than the 2008 period, while im-
ports fell only 9%.
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By Geoffrey T. Smith

FRANKFURT—Germany’s econ-
omy is still not out of the woods,
even though the worst of the reces-
sion may be over, the head of the
country’s central bank said Monday.

“I warn against calling an end to
the financial crisis too quickly,” Axel
Weber, the Germany central bank’s
president told German daily Süd-
deutsche Zeitung.

Germany, Europe’s largest econ-
omy, surprised economists when it
returned to positive growth in the
second quarter. It expanded 0.3%,
helped by a rebound in exports and
government measures to support do-
mestic demand.

Mr. Weber said the most recent
data “remove the downside risk” to
the German central bank’s forecast
of negative 6% growth for 2009, add-
ing that the outlook remains far too
murky to allow forecasts of a strong
recovery.

Rising unemployment and insol-
vencies may hurt banks which
would weaken and delay any recov-
ery, he said. Mr. Weber said banks
should attract extra capital, from
the government if necessary, rather
than simply reduce their lending.

Mr. Weber, perceived as one of
the European Central Bank’s hawks,
appeared in no hurry to withdraw
the massive monetary boost the
ECB has used to prop up the banking
sector and economy.

“I’m not afraid of the current sur-
plus of liquidity on the financial mar-
ket turning into inflation,” Mr. We-
ber said. “Central banks have time
and are determined to withdraw
this liquidity again.”

The ECB predicts the 16-nation
currency zone will only return to
growth in mid-2010. However with
both Germany and France returning
to positive growth in the second
quarter, some consider that fore-
cast too gloomy.

The ECB hasn’t been proved
wrong yet: chronic problems else-

where in the euro zone ensured that
gross domestic product for the bloc
continued to fall for the fifth quar-
ter in a row last quarter, albeit only
by 0.1%.

Independent economists agreed
with Mr. Weber about the uncer-
tainty about the economic outlook.
The strong second-quarter data for
Germany were due largely to govern-
ment car-scrapping programs, the
effects of which are likely to be tem-
porary.

“We definitely underestimated
the effect of the car-scrappage
scheme,” said Michael Braeuninger
of the Hamburg-based HWWI re-
search institute. “It is boosting the
economy more this year and will con-
sequently be more of a drag on it
next year.”

HWWI forecasts that the econ-
omy will shrink 5.8% this year and
show no growth in 2010.

“The central question is—where
is the ‘plus’ going to come from?”
said Kai Carstensen, a senior econo-
mist with the Ifo research institute
in Munich.

More than 70% of Germany’s ex-
ports are destined for other Euro-
pean countries as well as the U.S., ar-
eas which are still in recession. Ex-
ports to Russia, another market on
which exporters have pinned high
hopes, fell 13% in the first quarter
from a year earlier.

At home, employment remains
precariously dependent on an auto
sector that will lose the support of
the car-scrapping program at the
end of the year, economists said.
More than 3.46 million Germans are
currently out of work, but an addi-
tional 1.3 million are working
shorter shifts, with the government
effectively subsidizing employers
to keep them on the payrolls.
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averse culture, BBVA has avoided
the brunt of the global financial cri-
sis, putting it in position to pick up
pieces of banks that won’t survive.
While many other financial institu-
tions traded in complex derivatives
and toxic instruments, BBVA stuck
to the unglamorous business of tak-
ing deposits and making loans.

“They’ve been one of the clear
winners of this crisis,” says Carlos
Peixoto, a banking analyst at BPI in
Portugal.

In the U.S., some analysts expect
BBVA to pop up soon as at least a
serious bidder for midsize banks im-
periled as rising loan losses erode
their capital. A BBVA spokesman de-
clined to say how interested the
bank was in Colonial Bank, the Colo-
nial BancGroup Inc. unit that was
seized Friday in the sixth-largest
bank failure in U.S. history. Most of
Colonial was sold to BB&T Corp., a
regional bank based in Winston-Sa-
lem, N.C. The FDIC wouldn’t com-
ment on BBVA.

Last month, BBVA reported a
35% jump in second-quarter profit,
which hit a record high of Œ1.56 bil-
lion ($2.2 billion). For all its recent
success, though, the company re-
mains heavily dependent on Spain
and Mexico, both suffering from se-
vere economic downturns.

Spain’s unemployment rate of
18% is by far the highest in the Euro-
pean Union, and the housing mar-
ket continues to struggle following
the construction bubble that burst

in Spain last year. More debt-laden
households and businesses are de-
faulting on loans.

Mexico, the most profitable mar-
ket for BBVA, has been buffeted by
the U.S. slowdown and swine-flu
outbreak, and its economy could
contract by about 7% this year.
Those problems led Moody’s Inves-
tors Service to lower its ratings last
month on BBVA senior debt and de-
posits, and some investors feel
BBVA should further diversify itself
geographically.

Mr. González said Spain won’t
begin to recover before the second
half of 2010, but Mexico should re-
bound along with the U.S. “The
worst is not over in Spain,” he said.
“Growth is going to come from Mex-
ico, and partially from the U.S.,
even though what we have there is
still small. But remember: We’re
bankers; we know how to live
through crises.”

Spanish banks have benefited
from strict regulation by the Bank
of Spain, which kept them on a
tight leash after two banking crises
since the 1980s. In a system that in-
ternational banking regulators now
hope to emulate, Spain forced
banks to build up big capital cush-
ions during the years of plenty.
That has helped them ride out the
crisis so far with little government
aid.

“We didn’t even know what a
SIV was,” Mr. González said, refer-
ring to structured investment vehi-
cles, the off-balance-sheet entities

that helped fuel the credit crisis.
Outside experts and bankers

who have worked at BBVA say cau-
tion is hard-wired into its DNA.
“They spend an awful lot of time
dealing with risk-related issues and
doing a lot of training,” said Rich-
ard Apostolik, president of the Glo-
bal Association of Risk Profession-
als, who recently visited the com-
pany in Spain. “That sort of trickles
down throughout the whole organi-
zation.”

BBVA was forged through a long
string of mergers and takeovers in
Spain, culminating in the 1999
tie-up of Banco Bilbao Vizcaya and
Argentaria, a former state-owned
bank. Since then, BBVA has looked
for growth outside Spain, concen-
trating its bets on Mexico and the
U.S.

Nine years ago, it purchased a
majority stake in Bancomer, buying
the rest of what was then Mexico’s
No. 2 bank in 2004. Since then, it
has dethroned Citigroup Inc.’s Ban-
amex as the largest and most profit-
able bank in Mexico, becoming a
prodigious cash machine for BBVA.

BBVA’s U.S. push hasn’t yet been
as successful. For the U.S. push, a
pet project of Mr. González, BBVA
has so far spent more than $13 bil-
lion building a franchise along the
U.S.-Mexico border. The 2004 pur-
chase of Laredo National Banc-
shares Inc. was a move to tap into
the large Hispanic population in
Texas and booming remittances to
Mexico from migrant workers.

Two years later, BBVA snapped
up two small Texas banks on the
same day, and Mr. González de-
clared that the bank was no longer
targeting just Hispanic clients. The
Compass deal gave BBVA a tradi-
tional regional bank with a sizable
presence in the southeastern U.S.
and Texas. That unit now has about
650 branches.

In the first six months of 2009,
BBVA’s U.S. operations had net in-
come of Œ85 million, down 48%
from a year earlier. While customer
deposits and loans grew by double-
digit percentages, nonperforming
assets surged to 4.5%, up from 2.4%
in mid-2008.

José María García-Meyer, who
led BBVA’s charge into Mexico and
now is CEO of the bank’s U.S. unit,
said his top priority is to develop
the existing U.S. franchise, where
the bank is upgrading systems to
bring the unit in line with the rest
of the company.

But with so many suffering U.S.
banks looking for a way to escape
their problems, BBVA has plenty of
opportunities to push west. “The
bank’s second great step could well
be California,” he said. “To go
there, we’d have to think of [buy-
ing] another bank.”

BBVA is interested in failed or
healthy financial institutions, but
the bank hasn’t said how large it
wants to become in the U.S. As of
June 30, BBVA had Œ40.46 billion in
assets, ranking it 32nd in size
among U.S. bank holding compa-

nies, according to the Fed.
Mr. González, who began his

working life as a computer pro-
grammer in the 1960s, says he
wants BBVA to be at the forefront
of looming technological changes
he foresees as the banking indus-
try. But he also is determined to
ramp up what has been largely a de-
fensive strategy during the finan-
cial crisis.

“Clearly, this bank has to raise
its sights and have more ambition,”
he said. “Now we’re going to make
a push. We’re going to switch
gears.”

Continued from first page

Majority of options-backdating violators weren’t caught

BBVA, eyeing troubled banks, positions itself to capitalize in U.S.
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dating scandal erupted in 2006 that
the practice might have been more
widespread than thought at the
time. Other researchers have drawn
a similar conclusion.

Scott Whisenant and Rick Edel-
son, authors of the University of
Houston study, said such abnor-
mally favorable options-granting
patterns would be expected to occur
by chance in only a couple of compa-
nies that they examined. Still, the
study cautioned that the findings
are “purely statistical” and don’t
“claim to provide categorical or ab-
solute legal proof that any specific
company has engaged in backdat-
ing.”

Backdating companies reached
back in time by weeks or months to
select a date when their shares were
trading at low points, then repre-
sented that options had been
awarded to executives at that time.
The practice gave executives a head
start on rich options profits, gener-
ally contravening accounting and
disclosure rules.

Employee options allow the recipi-
ent to buy a particular stock at a pre-
set price for a period of time, usually
a decade.

In the wake of the scandal, scores
of companies conducted internal
probes, and the U.S. Securities and
Exchange Commission launched in-
vestigations into more than 140
firms. The agency has filed civil
charges against 24 companies and
66 individuals for backdating-re-
lated offenses, and at least 15 people
have been convicted of criminal con-
duct.

Mr. Edelson said extrapolating
from the study’s findings suggests
that only one-third of all companies
that backdated were investigated or
caught. That would mean “at least
500 are still undisclosed,” accord-
ing to the study. Mr. Edelson briefed

the SEC on the research a year ago,
providing a preliminary list of sus-
pected companies.

An SEC spokesman said the
agency “appreciated the input” but
wouldn’t confirm or deny whether it
sparked any enforcement actions.

Stephen J. Crimmins, a securi-
ties lawyer at K&L Gates LLP in
Washington, said the SEC devoted
lots of resources to backdating
cases but now is looking to other
problems. “They came down like a
ton of bricks on options backdating,
and they believe the message has
been sent and received,” he said.

Plaintiffs’ lawyers still could file
fresh backdating lawsuits, but the
statute of limitations may compli-
cate claims involving grants made
more than five years ago, Mr. Crim-
mins said.

The study doesn’t name the com-
panies that the researchers con-
cluded were highly likely to have
backdated options. But the authors

provided a list of companies to The
Wall Street Journal, which com-
pared options-grant dates listed in
the companies’ securities filings
with their stock prices.

At Dress Barn, based in Suffern,
N.Y., securities filings show that top
officials received options five times
at unusual low points between 1996
and 2002, when backdating became
difficult because of tighter rules.

A 1996 award was dated at that
year’s lowest stock price, while one
in 1999 came at the bottom of a
trough in the stock price. An April
2001 award came at the lowest price
of that year’s second quarter. Some
of the well-timed options went to
Chairman Elliot S. Jaffe and Chief Ex-
ecutive David R. Jaffe, members of
the family that has run Dress Barn
since it was founded in 1962.

Dress Barn did an internal review
of its options awards when the scan-
dal erupted, and “we didn’t feel
there was an issue,” said Armand

Correia, the retailer’s chief financial
officer, who got options on two of
those dates. The company’s board
and outside auditors were satisfied
the grants were proper based on
board minutes and other evidence,
he said, and the firm didn’t feel the
need to disclose the review to share-
holders.

At J.B. Hunt, CEO Kirk Thompson
and other executives were granted
options dated at low points in 1997,
2000 and 2001, according to securi-
ties filings. Other grants to top offi-
cials of the Lowell, Ark., company
also came at unusual dips in the
stock, including at the bottom of a
V-shaped trough in 1998, a yearly
low for J.B. Hunt shares.

In a statement, a J.B. Hunt offi-
cial said “no backdating occurred,”
adding that the firm’s internal au-
ditors investigated the issue in
2006 and found nothing signifi-
cant. The official said the findings
were reviewed by the firm’s out-

side auditors.
United Rentals has changed most

of its top management following
SEC allegations that the equipment-
rental firm engaged in accounting
misdeeds between 1998 and 2002. A
former chief financial officer,
Michael J. Nolan, pleaded guilty to
criminal charges and settled SEC al-
legations, while former United Rent-
als President John N. Milne is con-
testing criminal and civil charges.

Messrs. Nolan and Milne were
among the United Rental executives
who received a total of more than
five million stock options in two fa-
vorably timed grants in 1998. One
award in October was dated at the
lowest price of the entire year. In
2002, four of the officers, including
Messrs. Nolan and Milne, cashed in
part of the October 1998 grant for a
$14.1 million profit, securities fil-
ings show.

In a statement, United Rentals
said the Greenwich, Conn., company
in 2006 conducted a review of its his-
torical options grants, including the
October 1998 award, with the assis-
tance of outside counsel. The review
“found substantial evidence that
these options were appropriately
granted and approved on their re-
corded date.”

A lawyer for Mr. Nolan declined
to comment. A lawyer for Mr. Milne
had no comment.

At Omnicom, a New York holding
company for ad firms such as BBDO
Worldwide, securities filings show
that one options grant to top offi-
cials came in March 2000 at the low-
est closing price of that year’s first
six months. All three grants in 2001
came at unusually low points, includ-
ing a giant award of four million op-
tions to CEO John Wren just as the
stock dipped to a quarterly low. Mr.
Wren still holds all of those options.

An Omnicom spokeswoman had
no comment.

Continued from first page

U.S. push
BBVA financial results in the U.S. 
as of June 30, with percentage 
change from a year earlier

Note: Net income is for first six months of 2009
Source: the company

Net income:
85 million euros –48%

Customer loans:
30.22 billion euros +15%

Customer deposits:
25.38 billion euros +12%

Non-performing
assets: 4.5%

+210
basis pts.

Source: University of Houston, the companies, WSJ Market Data Group
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State television and radio presenters are on the “Arduous and Unhealthy Occupations” list, as are gravediggers and fishmongers.

Greece looks to clean up ‘dirty-jobs’ list
In plan, extra pay,
quitting early to go
the way of bathhouses

U.K. companies fall in value,
but directors’ pay holds up

Source: Hewitt New Bridge Street 
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By Ayse Ferliel

ATHENS—The Greek govern-
ment’s budget woes could lead to re-
forming a program that gives spe-
cial benefits to workers whose jobs
it deems dirty and dangerous.

Revising the “Arduous and Un-
healthy Occupations” list—which in-
cludes about 580 categories and sub-
categories—will result in many em-
ployees’ retirement ages rising by
five to seven years, as their jobs are
stricken from the list. Their wages
will also fall, as workers in AUOs re-
ceive a special allowance on top of
their normal pay.

The move to rationalize and up-
date the list is seen as a test of the
government’s commitment to struc-
tural reform as the global recession
has made its national debt unman-
ageable. Only last year, Athens
backed down from overhauling the
list in the face of union opposition.
Private-sector umbrella union GSEE
has warned it is ready to go on strike
if the government goes too far.

For the government, the AUOs
have become a symbol of the ad hoc
and outdated nature of the Greek
pension system. Many occupations,
such as bath-house attendants from
the days when Greece still boasted
Turkish hammams, no longer exist.
The last Turkish bathhouse in Ath-
ens closed in 1965.

While municipal garbage collec-
tors got AUO status just in the
spring of 2008, state television and
radio presenters are a fixture of the

list, alongside hairdressers, grave
diggers, refinery workers, shipyard
workers, car washers, fishmongers,
television-film developers, waiters,
cooks and kitchen staff.

According to initial findings of a
government working group, jobs
that deserve to be added to the AUO
list include working in sewage treat-
ment plants or underground, climb-
ing electricity poles and removing
asbestos. In addition, Athens plans
to set up a standing committee to ex-
amine requests to be added to the

list.
“We are proceeding with the ra-

tionalization and modernization of
a status quo that has remained since
1951,” said Labor Minister Fanni
Palli-Petralia. She said radio pre-
senters, for example, should be ex-
cluded from the new list of AUOs.

Kostas Raptis, workers’ spokes-
man for Athens’ municipal radio sta-
tion, Athina 9.84, disagrees. “Our
profession has a lot of tension, pres-
sure and stress, so it’s not unfair for
radio presenters to remain,” he said.

Others who are likely to be ex-
cluded from the new list, such as bak-
ery employees, are also unhappy.

“We breathe in burnt flour and
stand for several hours a day, from 3
in the morning to 2 in the after-
noon,” said Dimitris Grivas, an Ath-
ens-based baker and pastry chef.
“Most of us get lung diseases by the
age of 50, as well as asthma, skin al-
lergies and problems with our legs,
because of poor blood circulation,”
he said.

Workers in professions classi-

fied as an AUO can now retire early
on a full pension at age 60 for men
and 55 for women. Both are entitled
to early retirement on a lower pen-
sion at 53, provided they have
worked for a minimum number of
days in their occupation.

Beginning in 2013, changes
passed last year to the pension sys-
tem will raise the age to 55 at which
employees in physically strenuous
occupations can take early retire-
ment on reduced pensions.

Greece already spends more
than the European Union average on
pensions—its outlays as a percent-
age of gross domestic product are
among the highest in the EU after It-
aly, France and Austria.

The cuts are part of a bigger
struggle to narrow the ballooning
budget deficit, with the national
debt expected to exceed 100% of
GDP this year. Greece’s credit rat-
ings were cut this year while its cost
of borrowing soared. In July, the Or-
ganization for Economic Coopera-
tion and Development warned: “The
projected surge in pension spending
threatens the stability of public fi-
nances.”

With elections looming by the
spring, many analysts question
whether the center-right New De-
mocracy government—which con-
trols just a slim, one-seat majority
in parliament and is lagging behind
in public opinion polls—will be able
to push through reforms.

“The government must recog-
nize that there are no popular ways
of cutting back on people’s pen-
sions,” said Chris Pryce, director at
credit-rating agency Fitch Ratings.
“What Greece needs is a govern-
ment that puts pension reform be-
fore its own success in elections.”

Picking big ‘peers’ to set executive pay
By Cari Tuna

Tootsie Roll Industries Inc.
posted $496 million in sales last
year. At Kraft Foods Inc., sales to-
taled $42.2 billion, about 85 times
as much. Yet Tootsie Roll considers
Kraft a “peer” when deciding how
much to pay its top executives.

That comparison may be extreme,
but new academic studies suggest
many companies include bigger and
more complex rivals in compensation
peer groups used in setting pay, help-
ing to boost executive paychecks.

Critics long have said that direc-
tors and compensation consultants
skew these comparisons to push pay
higher. But the extent of the phenome-
non was unknown until the Securities
and Exchange Commission in2006 be-
gan requiring companies to disclose
the members of such groups.

One study, led by University of
Maryland Prof. Michael Faulkender,
found that companies tend to select
peers with highly paid executives.
The study, of 657 companies, sug-
gests “that firms are gaming the selec-
tion of peers for the purposes of gam-
ing executive compensation,” Mr.
Faulkender says.

Companies with what experts con-
sider weak corporate governance—
where the CEO is chairman of the
board or where directors serve on
multiple boards, for example—are
more likely to choose highly paid
peers, the study found.

Compounding the problem, about
40% of companies specify that they
aim to pay their CEOs more than the

median of their peers. As a result, pay
“continuously spirals upwards,” says
Carol Bowie, director of the Center
for Corporate Governance at RiskMet-
rics Group Inc., a proxy adviser.

A second study, led by Boston Uni-
versity Prof. Ana Albuquerque, com-
pared the peers chosen by more than
1,000 companies against “expected”
peer groups chosen by a computer,
based on a company’s industry, size,

performance and other factors.
The study found that companies

tend to select peers with better-paid
CEOs. On average, the authors esti-
mate that the bias boosts pay about
5%, or $340,000 annually.

The authors say the skewed selec-
tions may be justified in some cases,
by allowing companies to recruit and
retain well-regarded CEOs. “I don’t
honestly believe that everybody is
self-serving,” says Rodrigo Verdi, a co-
author who is a professor at Massa-
chusetts Institute of Technology’s
Sloan School of Management. “But I
also don’t believe that everybody is
doing this purely naively.”

Wayne R. Guay, an associate pro-
fessor of accounting at the University
of Pennsylvania’s Wharton School of
business, says he finds the papers
“comforting” because they suggest
that peer-group selection is a small
factor in CEO pay.

Charles Elson, head of the Wein-
berg Center for Corporate Gover-
nance at the University of Delaware,
says the studies could add fuel to de-
bates over two executive-pay issues:
the independence of board compensa-
tion committees and the role of pay
consultants, who often choose peer
groups. Peer groups are “easily manip-
ulated,” he says.

All 12 of Tootsie Roll’s peers in
2007 posted higher revenue than the
candy maker, including food giants
Kraft, General Mills Inc. and Dean
Foods Co. Median CEO pay at those
companies was $5 million the prior
year, according to the Albuquerque
study.

By James Mawson

LONDON—The top directors of
the 100 largest U.K.-listed compa-
nies earned £312.5 million ($516.6
million) in the past year, despite see-
ing the value of their companies
drop by more than £420 billion in
this period.

The study is likely to renew re-
cent calls from shareholder activ-
ists, unions and politicians for scru-
tiny of executives’ pay packages.
While bonuses weren’t as high as
they could have been, they typically
were valued at 90% of the execu-
tives’ salaries, according to re-
search by consultants Hewitt New
Bridge Street.

The FTSE 100 Index’s total mar-
ket capitalization, meanwhile, fell
by £420.8 billion to £1.023 trillion in
the 12 months to April 1, the index
provider said.

The typical FTSE 100 chief execu-
tive’s pay package has increased by
about 45% over the past six years,
while the FTSE 100 has increased by
about 7%, Hewitt said. Average max-
imum total pay possible in the past
year was £3.1 million, compared
with the median of £2.6 million, for
the FTSE 100’s top directors.

Hewitt said the most common bo-
nus potential was 150% of the salary
in the 2008-to-2009 financial year
and so the best-paid directors,
which are usually the chief execu-
tives, actually on average earned

65% of their maximum last year.
This was a fall from 2007/08

when the FTSE 100 directors
earned 110% of their salaries, or
80% of the potential on offer,
Hewitt said.

Variable pay, such as bonuses,
which can be in the form of deferred
stock options, make up about 60%
of a typical executive director’s re-
muneration and both the median
and average salary was £802,000,
Hewitt said, adding about 60% of
the FTSE 100 had frozen salaries for
the year.

British shareholders have been
complaining more vociferously
than before about remuneration.

LEADING THE NEWS

Source: U.S. Securities and Exchange Commission filings

Sweetening the pot
Tootsie Roll Industries examined 
executive compensation at these 
‘peers,’ among others, when deciding 
how much to pay top officers in 2008:

Fiscal year 2008 revenue for 
each company, in billions

Tootsie Roll $0.5

 Kraft Foods 42.2

 General Mills 13.7

 Kellogg 12.8

 Dean Foods 12.5

 H. J. Heinz 10.1

 Campbell Soup 8.0

 Hershey 5.1

 Del Monte Foods 3.2

 McCormick & Co. 3.2  

 Ralcorp Holdings 2.8

 J. M. Smucker 2.5

 Flowers Foods 2.4
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Make room for CFO at the helm
The time is right
for finance chief
to co-lead with CEO

By Philip Tulimieri

And Moshe Banai

The chief executive as visionary
leader is a thing of the past. It’s
time to make room at the top for co-
equals: leadership by the CEO and
the chief financial officer—with
equal authority and accountability.

CFOs have long labored in the
shadows of their bosses, responsi-
ble mainly for such duties as over-
seeing the corporate treasury and
attempting to rein in the excesses
of their chief executives in the pur-
suit of growth. But distinctions be-
tween the two positions are blur-
ring. We see changes afoot in corpo-
rate structures and society at large
that already are driving a kind of
merger of the two jobs.

At the start of this decade, bil-
lions of dollars were lost in a series
of corporate scandals marked by fis-
cal mismanagement, fraud and out-
right greed on the parts of CEOs,
CFOs and other senior executives.
The public and legal backlash gave
rise to new thinking about the ways
companies should be organized,
managed and governed, placing

greater emphasis on accountabil-
ity, regulation and transparency.
New regulations were passed, in-
cluding the U.S. Sarbanes-Oxley
Act, which thrust the CFO into the
forefront of the boardroom and
helped create a new balance of
power between CEO and CFO.

As a result, the two positions,
while maintaining distinct duties,
have come to be seen as necessary
counterforces in a company’s
power structure: one, the eternal
optimist pushing ahead at full
speed; the other, the realist, urging
caution and remaining wary of risk.
The two must function as a team,
addressing needs for both growth
and responsibility.

Other forces elevating the im-
portance of CFOs include globaliza-
tion and offshoring, which have cre-
ated a complex, and sometimes ill-
defined, web of responsibilities
atop corporations. There is also the
decline in the role of chief operat-
ing officers, a trend that started
when computers arrived and busi-
nesses began to apply IT to manu-
facturing, back office and logistics.

From the outside, meanwhile,
pressure from governments, media
and a globally connected commu-
nity of consumers, shareholders
and activists, are all pushing corpo-
rate leadership to operate with
greater transparency, adherence to
moral and ethical principles and ac-

countability to stakeholders.
The top job has simply become

too large, too complex and too de-
manding for one person. Thus, busi-
nesses are encouraging more of a
consensus model of management
in general. Younger employees are
quite comfortable sharing roles,
working in teams and nonhierarchi-
cal environments. They under-
stand the concepts of teamwork
and consensus management.

Critics may argue that two
strong-willed people won’t be able
to share such power, and that inevi-
table differences on strategy,
growth and other issues will make
timely decision-making impossi-
ble. But this argument fails to ac-
knowledge the fundamental
changes taking place in corporate
management, or the principles of
mutual respect and corporate plu-
ralism on which young managers
are being raised. A CEO-CFO part-
nership will provide the engine for
this new-millennium corporation,

and serve as a starting point for the
new corporate model of ethical be-
havior, sustainability and true
stakeholder value.

Equal sharing of responsibility
for strategy and growth will re-
quire continuous communication
between the two executives. Deci-
sions made in partnership gain
from additional perspective and ex-
pertise. Joint leadership can also
draw on more energy to see a plan
to its successful conclusion.

There is always the possibility
of irreconcilable disagreements.
But at many organizations with co-
chairs or “co-leaders,” appeals are
made to a higher or independent au-
thority who can break a deadlock.
In a public company, a dispute can
be put to a vote by the board or a
subcommittee, which also can act
as an arbitrator.

The concept of the “buck stops
here,” that one person shoulders
the responsibility, and reaps most
of the rewards, is fast becoming an
anachronism.

Dr. Tulimieri is a professor of man-
agement at the Zicklin School of
Business, Baruch College, City Uni-
versity of New York, and a princi-
pal at the Capital Group, Pompton
Plains, N.J. Dr. Banai is a profes-
sor of management at Baruch’s
Zicklin School of Business. They
can reached at reports@wsj.com.

By Dawn Fallik

Out of work for months? Prevent
your professional skills from atro-
phying by taking steps to brush up.

Career counselors say that as
weeks turn into months, job-hunt-
ers need to polish and update their
skills to stay current. They should
look for ways to network while they
do so, and avoid spending lots of
money. “You want to get the biggest
bang for your buck,” says J.T.
O’Donnell, a career coach in North
Hampton, N.H.

Here are some strategies:
n Stay connected to industry

associations. Check out your mem-
bership rights with trade groups or
unions.  Many times, you can con-
tinue your membership for free or at
a reduced rate if you’re out of work.

n Hit conferences. Attend indus-
try or professional conferences by
checking out association Web sites
and groups on social media sites like
Facebook.

n Write about your industry
and connect more online. Start a
blog about your industry. Or, find
five people you always wanted to in-
terview and write an article for a lo-
cal publication or industry blog. That
way you keep your name out there,
make new connections and continue
to learn, Ms. O’Donnell says.

Joint leadership can
draw on more energy
to see a plan to its
successful conclusion.

CAREER JOURNAL

Some strategies
to keep job skills
from atrophying
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Suicide bomber kills 20 in southern Russia
Attack in Caucasus
on police station
is worst in five years

At least 20 people died Monday in the truck bombing of a police station in Nazran, Ingushetia, in Russia’s Caucasus region.

Russian hydropower accident threatens aluminum production

Russia finds ship, but Kremlin silent on how it vanished

By Alan Cullison

MOSCOW—A suicide bomber
drove a truck laden with explo-
sives into a police station in south-
ern Russia on Monday, killing 20
police officers at their morning
roll call and wounding more than
130 others in the most costly rebel
attack in Russia’s troubled Cauca-
sus region in five years.

The attack in the provincial re-
public of Ingushetia comes amid
fresh signs that Russia’s brutal
counterinsurgency campaign in
the region remains troubled.
While the Kremlin has mostly sub-
dued a rebellion during two wars
in Chechnya, fighters have lately
stepped up a highly effective cam-
paign of killing police and govern-
ment officials in adjacent Muslim
republics.

Russian President Dmitry
Medvedev sacked Ingushetia’s top
law-enforcement official in re-
sponse to the attack on Monday. In
unusually harsh comments, he
noted that attacks are reported al-
most daily in the province, and he
blamed the police leadership for
incompetence.

“This terrorist attack could
have been prevented,” Mr.
Medvedev said in televised re-
marks. “Police have to defend peo-
ple, and they have to be able to de-
fend themselves.”

The Kremlin has lately strug-
gled to find leaders to subdue an in-
creasingly fierce rebellion in the
region, and the effort has been
hampered by the rebel campaign
of targeted assassinations. Ingush-

etia’s current president, Yunus-
Bek Yevkurov, a decorated war
hero, was badly wounded in June
when another suicide bomber
drove a car laden with explosives
into his motorcade.

Mr. Yevkurov, still recuperat-
ing in Moscow, denounced the
bombing through a spokesman
Monday, calling it “an attempt to
destabilizes the situation and sow
panic.”

Investigators said the attacker
rammed his truck through the
main gates of the police station in
Nazran, Ingushetia’s largest city,
as officers were lining up for their
morning roll call and inspection.

Police fired shots at the truck, but
failed to stop it.

The blast, which police esti-
mate was caused by about half a
ton of explosives, shattered the
two-story police station. Officials
said 20 officers were killed in-
stantly, 138 others were wounded,
and the death toll was likely to
rise. The blast left a smoldering
crater about two meters deep in
the yard outside the police sta-
tion.

The bombing was the deadliest
in the region since a rebel raid on
Nazran in June 2004, when mili-
tants took control of the city for an
entire night, killing 90 people,

many of them police officers or
government officials.

Lately rebels have avoided such
large-scale attacks, and instead
have stuck to bombings and hit-
and-run shootings that have taken
a steady toll on police and govern-
ment officials.

The recent attacks have shown
greater sophistication and feroc-
ity. Last week a band of gunmen in
the nearby republic of Dagestan,
which also borders Chechnya,
killed four police officers at a
checkpoint—then went to a
nearby sauna and killed seven
women who they suspected were
working there as prostitutes, po-

lice said.
The killings followed warnings

posted on Islamist Web sites to
sauna owners in Dagestan to close
down their businesses or risk be-
ing attacked.

With the toll on police rising,
residents in Dagestan fear that po-
lice are stepping back from con-
frontation with the rebels. After a
series of sniper attacks in the past
few days that killed four officers—
Dagestan’s top police officer was
killed by a sniper in June—resi-
dents in Makhachkala said police
stopped manning several check-
points around the city during the
weekend.

Police denied the rumor, how-
ever, and said that officers were
still on duty but were wearing civil-
ian clothes in order to avoid being
picked off by rebel gunmen.

Emil Pain, director of the Cen-
ter for Ethno-Political Studies in
Moscow, said that the Kremlin is
hard-pressed to find a solution for
the rising violence in the regions
bordering Chechnya, where it has
no experience of fighting a full-
scale war with an Islamist insur-
gency.

Russian troops fought two
bloody wars inside Chechnya it-
self before the Kremlin selected a
former rebel, Ramzan Kadyrov,
now Chechnya’s president, to lead
a Chechen militia against the insur-
gency. Mr. Kadyrov’s militia has
been accused of human-rights vio-
lations by groups such as Helsinki
Group and Human Rights Watch,
but has proved effective in crush-
ing opposition in the republic.

“Now the problem is to decide
what to do outside Chechnya,”
said Mr. Pain. The Kremlin, he
said, has few locals it can trust in
Ingushetia and Dagestan. “So it’s
hard to imagine a way out of this
situation.”

LEADING THE NEWS

By Andrea Hotter

And Alexander Kolyandr

A serious accident at Russia’s
largest hydropower station, which
killed at least 11 people and left more
than missing, could threaten output
at Russian aluminum giant United
Co. Rusal, one of the country’s larg-
est industrial-power consumers.

Damage at the Sayano-Shushen-
skaya hydropower plant in Khakas-
sia will take years to repair and
could seriously disrupt electricity
supplies to Siberia, Rusal said Mon-
day. Sayano-Shushenskaya, Sibe-
ria’s oldest hydropower station,
sells 70% of the electricity it pro-

duces to Rusal’s two local smelters.
Rusal described the accident,

which also injured at least 14 work-
ers, as a “disaster of a major scale.”
Its cause is still unknown, and the
company said late Monday that
“around 32” workers were unac-
counted for.

The accident means that the Say-
anogorsk and Khakas smelters,
which have a combined annual pro-
duction of 832,000 metric tons of
aluminum and directly employ al-
most 3,000 people, are relying on en-
ergy being redirected from other
parts of Siberia.

However, this is just a temporary
solution, said Artem Volynets, Rus-

al’s director of strategy. The compa-
ny’s two smelters “will be under con-
siderable threat of production shut-
down, especially as we move into
the autumn and winter months with
the traditional increase in electric-
ity usage,” Mr. Volynets said.

“The whole electricity system in
Siberia will be under significant
stress as we move into the winter,”
he added.

Rusal’s top management flew to
the site Monday, joining govern-
ment officials including Energy Min-
ister Sergei Shmatko and Emer-
gency Situations Minister Sergei
Shoigu. Officials of Russian state-
controlled hydropower monopoly

RusHydro, which owns the hydro-
power station, were also on site.

Mr. Shoigu appeared on state
television to calm local concerns
that the hydropower-station dam
was about to burst, stating that
there was no threat to villages
around Sayano-Shushenskaya.
Other local industries were also ini-
tially affected, including steel pro-
ducer Evraz Group SA, which said it
temporarily shut down some of its
downstream capacities.

Sayano-Shushenskaya is the
fourth-largest hydropower plant in
the world by average power genera-
tion, with an effective capacity of
3.5 gigawatts and installed capacity

of about 6.7 gigawatts. It accounts
for roughly a quarter of RusHydro’s
total capacity, and damages could
cost the company about $350 mil-
lion, analysts estimate.

This is the first serious accident
since Russia’s state electricity mo-
nopoly RAO UES was broken up in
2008. “The event once again points
to the poor condition of the equip-
ment and lack of investment in the
sector,” said Dmitry Skryabin, ana-
lyst at VTB Bank in Moscow.

Global depositary receipts in
RusHydro fell 15% in London follow-
ing the accident.

 —Andrew Langley in Moscow
contributed to this article.

By Alan Cullison

MOSCOW—Russia said Monday
it found a ship that went missing af-
ter being attacked in the Baltic Sea
last month, but the Kremlin re-
leased no details that would explain
the reasons for the ship’s bizarre dis-
appearance as it headed to Algeria
with a load of timber.

National television broadcast
videoof Russia’s defense minister tell-
ing President Dmitry Medvedev that a
Russian warship found the freighter,
the Arctic Sea, in the Atlantic about

500 kilometers from the islands of
Cape Verde. He said the ship’s crew, all
unharmed, were being interviewed,
and that details of what happened on
the ship may be available soon.

While the crew reported that
they were the victims of piracy in Eu-
ropean waters, the strange itinerary
of the ship afterward sparked specu-
lation of a murky commercial dis-
pute or weapons or drug dealing.

The crew reported being at-
tacked on July 24 in the Baltic Sea by
masked men who beat them, ques-
tioned them about drugs, and then

left the vessel about 12 hours later,
Swedish police said. In the following
days, however, the ship passed
through the English Channel on its
intended course toward Algeria.

Someone on board apparently
shut off on-board tracking system
that would have reported the ship’s
location, and the vessel never arrived
in Algeria, where it was due Aug. 4.
Last week. Mr. Medvedev ordered
Russia’s military to take “all neces-
sary measures” to find the freighter.

Russian news outlets reported
that a Russian antisubmarine war-

ship, Ladny, was last week trailing
the Arctic Sea off the coast of Gibral-
tar. Experts said the ship must have
run out of fuel and it was virtually
certain that some maritime author-
ity had located it by then.

But European and Russian au-
thorities refused to confirm the re-
ports, and the first official word of
the ship’s discovery came late Mon-
day in Moscow.

Mikhail Voitenko, editor of the
Russian trade publication Marine
Bulletin, said the whole incident
was “extremely strange” not only be-

cause of the crew’s behavior, but
also as various maritime authorities
in Russia and Europe appeared to be
covering up what they knew.

“It was clear they knew where
this ship was before, but they didn’t
want to say so,” said Mr. Voitenko.
“They needed time to agree on some-
thing” before they could announce
it had been found, he said.

The defense minister, Anatoly
Serdyukov, told Mr. Medvedev on na-
tional television that the crew mem-
bers were “safe and sound, and had
not been under armed guard.”
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Robin Rankin is among women who
won promotions during the downturn.

Few gender differences during a recession
Study finds women
with M.B.A.s fared
no worse than men

By Dana Mattioli

Women with M.B.A.s have fared
no worse during the recession than
their male counterparts, according
to a new study by New York non-
profit research group Catalyst.

The study, scheduled to be re-
leased Tuesday, analyzed data from
873 M.B.A.s who graduated be-
tween 1996 and 2007 from top busi-
ness schools in Asia, Canada, Eu-
rope and the U.S. The respondents
were surveyed about their experi-
ences between November 2007 and
June 2009, as the economic down-
turn intensified.

The study, being published in the
Harvard Business Review, found
men and women were roughly
equally likely to be promoted or laid
off. Among men, 36% were pro-
moted and 10% lost jobs; among
women, 31% were promoted and 12%
lost jobs. The authors said the differ-
ences weren’t statistically signifi-
cant. Catalyst focuses on issues in-
volving women in the workplace.

The findings are consistent with
otherstudiesand governmentstatis-
tics. The U.S. Labor Department says
5.4% of men and 5.2% of women age
25 and older with college degrees
were unemployed in July. At the
start of the recession, unemploy-
ment among college-educated
women was higher than for men, but
as the slump wore on, men saw
higher unemployment. Harvard Uni-
versity economist Lawrence Katz
says men have been harder hit by the
downturn, partly because predomi-
nantly male sectors like construc-
tion and manufacturing are suffer-
ing the most. Meanwhile, female-
dominated industries, such as health
care and until recently, education,
have remained relatively stable.

In a separate study, Mr. Katz says
he and his colleagues found little dif-
ference in the career paths of young
men and women M.B.A.s who had
graduated between 1990 and 2006.
“They pretty much go on the same
trajectories except when women
have kids,” he says. “The M.B.A. la-
bor market seems to be one that
puts very large penalties on career
interruptions.”

Robin Rankin is among the
women who recently won promo-
tions during the downturn. In Janu-
ary, the Wharton graduate was

named head of the Americas con-
sumer and retail group at Credit
Suisse’s investment-banking arm,
supervising about 35 people. She
previously worked as a senior merg-
ers-and-acquisitions banker. “I
don’t feel like I’ve been treated any
differently than anyone else and

that’s perfect,” she says.
Pooja Malik, 33 years old, was

promoted in January 2008 to head
of North American Portfolio Man-
agement at Barclays Global Inves-
tors after helping turn around a
poorly performing fund. Ms. Malik,
who has an M.B.A. from the Indian
Institute of Management Bangalore,
says Barclays’ culture is a meritoc-
racy. She sees initiatives helping
younger women co-workers, but
doesn’t believe they played a role in
her promotion.

In some instances, though, fe-
male M.B.A.s are having a harder
time than men, according to the Cat-
alyst study. In Europe, 44% of male
respondents have been promoted
compared with 26% of women.
Eleanor Tabi Haller-Jorden, general
manager of Catalyst Europe AG, said
the disparity “doesn’t seem to be re-
lated to the crisis but magnifies an
ongoing issue in Europe-the chal-
lenge of recruitment, retention and
development of women.”

Catalyst found women fared less
well near the top of organizations.
The study found 19% of women clas-
sified as executives had lost jobs,
compared with only 6% of men exec-
utives. The results reflect small sam-
ples—27 women and 131 men, which
Catalyst says reflects the few

women in those posts.
“Women and men are lockstep ex-

cept at the top,” says Ilene H. Lang,
Catalyst’s president and CEO. “Our
research has shown for a long time
that women hold their own in the
middle levels, it’s the senior levels
where there’s a drop-off.”

Ms. Lang says gender-based ste-
reotypes about leadership during
tough times and limited access to in-
formalnetworksand mentors maybe
partly responsible for the disparity.

The study found little support
for one stereotype—that women are
less likely to relocate than men. Cata-
lyst said a roughly equal proportion
of men and women relocated domes-
tically or internationally.

In July, Sheila Patel agreed to
move to London from Singapore to
become co-head of asset manage-
ment for Europe, the Middle East
and Africa at Goldman Sachs Group
Inc. The new job marked the second
time her husband, an investment
banker, had moved to a new conti-
nent with her and without a guaran-
teed job. Before moving to Sin-
gapore, Ms. Patel, 40, worked for
Goldman in New York. “I think it’s up
to women to raise their hands if
they’re willing to move and say
they’re interested in the best oppor-
tunity for their careers,” she says.
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Using ‘Armadillo’ to shame suspects
Police in Illinois
use an old truck
to help fight crime

By Carrie Porter

PEORIA, Ill.—This industrial city,
hard hit by the recession, has found a
new, low-budget way to fight crime:
Park an unmanned, former Brink’s
truck bristling with video cameras in
front ofthe dwellings of troublemak-
ers.

Police here call it the Armadillo.
They say it has restored quiet to
some formerly rowdy streets. Neigh-
bors’ calls for help have dropped
sharply. About half of the truck’s tar-
gets have fled the neighborhood.

“The truck is meant to be obnox-
ious and to cause shame,” says Peoria
Police Chief Steven Settingsgaard.

The Armadillo has helped allevi-
ate problems like drug dealing that
can make neighborhoods unlivable.

Police got a call at 2:30 one morn-
ing from Mary Smith, a 58-year-old
computer operator at a Butternut
Bread Bakery. Fighting back tears,
she asked for relief from her neigh-
bors’ incessant yelling.

She and her husband, Terry, 61, a
Butternut baker, have lived in their
home on North Wisconsin Avenue for
30 years, and have seen the neighbor-
hood fall into drug trafficking. The po-
lice suggested using the Armadillo.

That weekend, the truck pulled up
to the offending neighbor’s house. A
police officer knocked on the door
and told the residents a nuisance re-
port had been filed. Within 24 hours,
the Smiths say, the house was quiet.
The occupants moved out soon there-
after.

“The difference was like night and
day,” Mrs. Smith says. The landlord,
Phil Schertz, credits the Armadillo.

“The ugliness of the Armadillo is

what makes it unique,” says Jim
Pasco, executive director of the Na-
tional Fraternal Order of Police. “A po-
lice car is not a particular stigma, but
if people see that thing in front of
your house, they know something
bad is going on in there.”

Peoria police acknowledge that
the truck sometimes just shifts crime
from one area to another. But it can
disrupt illegal activities temporarily.
Citizens appear to like the idea, and
policesaytheyhaveafour-weekwait-
ing list of requests for the Armadillo.

Peoria is a city of 114,000 about
280 kilometers southwest of Chi-
cago. Amid layoffs at equipment gi-
ant Caterpillar Inc. and other compa-
nies, the city’s unemployment rate
has jumped to 10%, from about 6% a
year ago. Crime has increased as the
economy has declined, police say.

Thebiggestproblem,asPeoriapo-
lice see it, is drug trafficking that

plagues pockets of the city marked by
boarded windows, littered lawns and
noise complaints.

In the summer of 2006, police
were brainstorming ways to rattle a
suspected drug dealer. They had ex-
hausted traditional strategies, includ-
ing undercover operations, and were
left empty-handed and frustrated.
They decided to park a retired police
car in front of the suspect’s house.

About 24 hours after the car had
been put in place, all its windows had
been smashed, the tires were flat and
the body was dented.

“It was embarrassing to tow a po-
lice car,” Chief Settingsgaard says.
“But I saw it as a success because it
was proof how much [the dealer] re-
ally disliked the police car’s pres-
ence.” The dealer left the neighbor-
hood soon after the incident; he was
later arrested and convicted on a gun
charge.

One summer night, Chief Settings-

gaard was pulling out of police head-
quarters when he did a double take.
Rusting in a corner of the police park-
ing lot was a hulking Brink’s truck. It
had been purchased—for a dol-
lar—to use in emergencies but had
yet to be pressed into service. The
chief thought it could be the perfect
nuisance-deterrence vehicle, seem-
ingly indestructible and inarguably
an eyesore.

Over the next year, the 5,445 kilo-
grams of heavy metal got an exten-
sive makeover, including about
$10,000 in new equipment and re-
pairs. It was outfitted with five infra-
red surveillance cameras, a pad-
locked hood, a locked gas cap, and
protective screens over the head and
tail lights.

There were some bumps along
the road. When Officer Elizabeth Her-
macinski, 39, the force’s nuisance-
abatement officer and Armadillo

driver, took the behemoth out for its
first deployment in July 2008, the tar-
geted troublemakers seemed to have
gotten wind of the plan. In any case,
they had parked cars in every avail-
able spot in front of the house.

So Ms. Hermacinski parked
across the street, close enough to get
the message across. “It’s psychologi-
cal warfare,” she says.

The Armadillo is the opposite of
an undercover operation. Its goal
isn’t making arrests, but alerting sus-
pects that police are on to them, po-
lice say. The surveillance footage is
rarely reviewed by the police and is
saved for just a short time before it is
erased. Still, the unit can have a signif-
icant impact.

This past July, Maggie Wren, 50,
requested that the Armadillo pay a
visit to her home. Police say her adult
children and grandchildren were loi-
tering on her front porch and leaving
empty beer bottles in her yard. “Ev-
ery time I wake up, there’s something
broken on my fence,” she says.

Police parked the truck outside
her house while she went away on va-
cation. Police say the porch remained
quiet and empty while she was gone.

One recent afternoon, Officer Her-
macinski was moving the Armadillo
to a new spot. “It drives like a trac-
tor,” she said, yelling in order to be
heard over the engine’s roar.

She pulled the Armadillo to the
curb of a white, one-story house with
red siding suspected of being a drug
house.Sheflippedon thesurveillance
cameras, hopped down from the
truck and knocked on the door of the
house. No one answered. Then she
walked over to a waiting police
cruiser,gotinanddroveaway,leaving
the Armadillo to do its job.

Some antibiotics put ‘good bugs’ out of commission

MARKETPLACE

The Armadillo, a former Brink’s truck with video cameras patrolling Peoria. The truck has helped alleviate problems like drug
dealing that can make neighborhoods unlivable.
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By Barbara Martinez

Add this to the list of reasons
why you should be cautious about
taking antibiotics: some of these
drugs may permanently wipe out
the “good” bugs in your gut that
fight off the “bad” ones.

In tests on mice, Vincent Young
at the University of Michigan Medi-
cal School found that a certain anti-
biotic permanently decreased the di-
versity of the animals’ “micro-
biota”—the trillions of microscopic
bugs that inhabit the gut and which
may be very beneficial. The study
was published in June in the journal
Infection and Immunity.

“We may be doing long-term
damage to our close friends,” said
Dr. Young, 46 years old, referring to
the good bugs.

Dr. Young, who is an assistant
professor in the school’s depart-
ments of internal medicine and mi-
crobiology and immunology, has
spent the past several years study-
ing communities of microbes found
in the gut—the gastrointestinal
tract, which includes the mouth, the
stomach and the intestines.

The gut harbors the largest col-
lection of microorganisms in the hu-
man body. Yet these microbial com-
munities remain largely a mystery
to scientists. Studying gut bugs
could one day yield huge knowledge

about the role bacteria plays in hu-
man development, physiology, im-
munity and nutrition.

Recognizing the potential impor-
tance that microbes play in health,
the U.S. National Institutes of
Health in 2007 launched the Human
Microbiome Project, a five-year,
$140 million effort to study all the
microorganisms that reside in or on
the human body as well as their
DNA. This summer, the NIH an-
nounced that it had awarded more
than $42 million to expand its “ex-
ploration of how the trillions of mi-
croscopic organisms that live in or
on our bodies affect our health.” Dr.
Young has three NIH grants to study
microbes.

“The gut is an ecosystem, just as
much as the rainforests and the
oceans,” he said. “We’re finally get-
ting a better understanding of how
this ecosystem assembles and re-
sponds to ecologic stress.” Dr.
Young said the gut ecosystem needs
to be preserved and that changing
the ecosystem through stresses
such as antibiotics “could irrevers-
ibly change the ecosystem, with del-
eterious results.”

In one experiment, Dr. Young and
his colleagues gave two groups of
mice different antibiotic treatments
to see what happened to the “com-
munity” of bugs that had inhabited
the mice’s intestines. The first

group received a combination of
amoxicillin, bismuth and metronida-
zole; the second got cefoperazone.

Cefoperazone can attack a broad
spectrum of bacteria. It isn’t com-
monly used in the U.S., but it is a
cephalosporin, a type of antibiotic
that is commonly used in the U.S. for
severe infections or pneumonias.
The amoxicillin group of antibiotics
also has a broad spectrum effect and
is widely used, Dr. Young .

The scientists checked what
changes occurred some time after
the antibiotics were stopped. Both
treatments caused significant initial
changes to the microbial communi-
ties in the mice. However, in the mice
given the cefoperazone, there was
norecovery of normal levels of diver-
sity even after six weeks, Dr. Young.

The findings have particular im-
portance in the study of Clostridium
difficile, a potentially deadly intesti-
nal bug known as C. diff., whose prev-
alence has risen sharply in the past
decade. C. diff thrives in patients
treated with powerful broad-spec-
trum antibiotics, which clear away
other intestinal bacteria that usu-
ally keep C. diff in check.

A study in November found that
more than 1% of U.S. hospital pa-
tients are infected with C. diff,
which can result in diarrhea, fever,
loss of appetite, nausea and abdomi-
nal pain. The study, commissioned

by the Association for Professionals
in Infection Control and Epidemiol-
ogy, found that more than 7,000 hos-
pital patients nationwide are in-
fected with C. diff on any given day,
and roughly 300 of them will go on
to die from the bacteria.

Many in the health-care commu-
nity assume that when the broad-
spectrum antibiotic treatment is
through, the patient’s gut micro-
biota returns to a state where it can
regain control over C. diff, said Dr.
Young. But the rate of recurrence
among C. diff patients is increasing,
said Dr. Young, begging the question
about whether some people have so
altered their gut microbiota that the
good bugs don’t come back to fend
off the C. diff.

After documenting the effects of
the antibiotics on the mice, Dr.
Young began to investigate how the
effects might be countered. He
added some healthy mice who
hadn’t been treated with antibiotics
to live with those that had been
treated. Mice practice coprophagia-
which means they eat each other’s
feces. Compared with mice that
didn’t have a healthy cagemate
added, the diversity of the gut micro-
bial in the mice that ingested nor-
mal feces was restored to normal.

That seems to echo findings of a
retrospective study on humans in
2003. The study looked at 18 patients

overanine-yearperiodwhohadrecur-
rent C. diff and who had stool trans-
plants preformed. In this case, doc-
tors took stool from a person close to
the patient and inserted it through a
tube into the patient’s stomach.

The study found 15 patients had
no more recurrences. Two patients
died of unrelated illnesses and one
patient had a single recurrence of C.
diff after the transplant.

Dr. Young said he hopes his re-
search “will lead to a better under-
standing of the complex relation-
ship that we have with our indige-
nous microbes.” That, he said, could
lead to “novel ways to prevent and
treat a variety of illnesses that in-
volve intentional manipulation of
our microbiota, or preventing harm-
ful changes to this beneficial micro-
bial community.”

“NIH is very enthusiastic about
the study of microbes in and on the
human body,” says Susan Garges,
the NIH’s program director of the
Human Microbiome Project. Ms.
Garges says more than a dozen
projects are underway that will in-
crease what is now known about mi-
crobes. “We already know that they
produce vitamins, they have en-
zymes that can digest things we
can’t, and there’s some good evi-
dence that they’re important for de-
veloping the immune system,” Ms.
Garges says.
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By Kaveri Niththyananthan

LONDON—Ryanair Holdings
PLC on Monday said it would scrap
90% of its Manchester routes from
Oct. 1 because the airport charges
there are too high—reflecting a con-
tinued push by the airline to force
down airport fees in Europe in re-
sponse to the economic downturn.

Dublin-based Ryanair, Europe’s
largest low-cost airline by passen-
gers carried, said it will close or
switch to other locations nine of its
10 routes at Manchester Airport, a
move that will cost 600 local jobs. It

will change some
r o u t e s t o
Manchester’s sis-
ter airport, East
Midlands—both
are owned by
Manchester Air-
ports Group
PLC—as well as
Leeds Bradford
and Liverpool air-
ports, where
charges are
lower.

Charges are higher at Manches-
ter Airport because it has three ter-
minals and two runways, while its
sister airport, East Midlands, has
just one terminal and one runway.

Ryanair has built its business
model around keeping costs to a min-
imum and then keeping fares very
low. A key part of the low cost base
is Ryanair’s constant pressure on air-
ports to lower charges to gain or
keep its custom.

That’s on top of Ryanair’s other
moves to cut costs. Earlier this sum-

mer, Ryanair Chief Executive
Michael O’Leary announced a plan
to ban checked luggage, eliminate
airport check-in and offer online
gambling on its planes in a move to
lower costs and boost profit. Mr.
O’Leary said Ryanair is also moving
forward with plans to charge passen-
gers for using onboard toilets.

Despite its penny-pinching ways,
Ryanair hasn’t been immune to the

severe downturn affecting the sec-
tor—last month it warned that aver-
age revenue per passenger is set to
fall by at least 20% in the 12 months
ending March 31, 2010. Stepped-up
efforts to force airports to lower
charges is one way the airline can
further put the lid on costs.

In July, Ryanair blamed high
charges for its move to cut capacity
at London’s Stansted Airport as well

as Dublin Airport. Meanwhile, it has
been adding routes in continental
European countries where taxes
have been scrapped or where it
doesn’t face airport charges, for ex-
ample in Spain.

The move away from Manches-
ter will result in 44 fewer weekly
flights from the airport and 600,000
fewer passengers a year, Ryanair
said.

Manchester Airport, a regional
hub in the Northwest of England,
handled two million passengers in
July, down 10% from a year earlier
as the recession hit demand for air
travel.

The airport Monday hit back at
Ryanair, saying its charges are rea-
sonable.

“Notwithstanding all of our in-
vestment in Manchester Airport in-
cluding during the current reces-
sion, we don’t believe that charges
as low as £3 per passenger are unrea-
sonable. Clearly, Ryanair do and
that’s regrettable,” a spokesman for
the airport said. “We’ve consis-
tently cut our charges for the last 15
years, even when faced with in-
creased costs such as security,” he
added.

A person familiar with the situa-
tion at Manchester Airport said the
airline approached the airport two
weeks ago asking it to lower charges
to “virtually nothing,” which the air-
port couldn’t see as sustainable as it
would also need to offer the same
deal to other airlines.

Those potential reductions
would mean it wouldn’t be able to
cover costs such as security, safety
and air traffic control charges, the
person said.

Ryanair’s Manchester routes to
and from Barcelona in Spain; Bre-
men, Düsseldorf and Frankfurt in
Germany; Marseilles in France; Brus-
sels; Cagliari and Milan in Italy; and
Ireland’s Shannon airport will cease
from Oct. 1. Passengers affected will
be offered a refund or the alterna-
tive of flying from East Midlands,
Leeds Bradford or Liverpool.

3-D viewing heads for home TVs

Ryanair has said it wants to ban checked luggage and offer gambling. The airline also is advancing a plan to charge for toilet use.

Ryanair continues push to lower fees
Budget carrier will cancel 90% of its Manchester Airport routes because of costs as it wrestles with downturn

Michael O’Leary
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British Sky Broadcasting has filmed some sports matches in 3-D trials, as well as
a performance of ‘Swan Lake,’ above. It is preparing a U.K. 3-D channel for 2010.
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By Paul Sonne

And Sam Schechner

With 3-D movies popping up
more frequently at the cinema, sev-
eral companies are working
through significant challenges to
make 3-D viewing available in the
home too.

Satellite-TV operator British
Sky Broadcasting PLC is preparing
to debut a 3-D television channel in
the U.K. next year that will require
specially equipped TV sets. The ven-
ture may be the most ambitious yet
toward a large-scale 3-D television
rollout, which remains absent from
most big markets outside of Japan.

In the U.S., satellite-TV provider
DirecTV Group Inc. and cable net-
work owner Discovery Communica-
tions Inc., among others, are work-
ing on or exploring 3-D offerings,
spokesmen said. Though 3-D TV pro-
grams have appeared sporadically
for several decades, the media com-
panies are hoping new 3-D technol-
ogy can transform the medium from
its gimmicky past into a viable expe-
rience for the home.

David Naranjo, director of prod-
uct development for Mitsubishi Digi-
tal Electronics America, predicted
the U.S. could see its first high-defi-
nition 3-D channel as early as next
year.

But bringing 3-D programming
into the living room comes with sev-
eral obstacles. Some programming,
including Sky’s, will require expen-
sive 3-D-ready television sets. There

is still no agreement on a standard
format for broadcasting or storing
movies and TV shows on discs. And
3-D glasses are needed in most ver-
sions under development. Some me-
dia companies aren't eager to invest
in 3-D technology so soon after up-
grading to high-definition produc-
tion, while others, such as Sky, have
used their investments in digital HD
to move forward with 3-D.

High-definition 3-D-ready TVs
currently fetch between $1,000 and
$5,000 in the U.S. Mitsubishi, Sam-
sung Electronics Co., and Hyundai
IT Corp. already offer 3-D-ready
HDTVs, which require separate ste-
reo glasses and infrared emitters.
Mr. Naranjo estimates there are five
million sets now installed in the U.S.
that can display 3-D programming.
Sky executives say they expect to
see the first 3-D-equipped TVs in the
British market next year.

Like theater owners who see 3-D
films such as this month’s “Final Des-
tination” and James Cameron’s
forthcoming sci-fi epic “Avatar” as a
way to lure more customers to their
big-screen cinemas, TV operators
see the format as a way to
strengthen their hold on consum-
ers. Wendy Aylsworth, senior vice
president of technology at Time
Warner Inc.’s Warner Bros. Techni-
cal Operations, predicts 3-D will be
the “next big thing in television” de-
spite the seven or so formats vying
for industry support.

“Everybody has an interest in get-
ting it there,” she said. “Studios see

more content being sold, TV manu-
facturers see more television sets be-
ing sold, and distributors see more
viewers.” Ms. Aylsworth said she ex-
pected 3-D TV programming to be
widely accessible in the U.S. by 2011.

Sky executives so far haven’t
specified what programs will be of-
fered in 3-D or the cost of the sub-
scription service. In the U.K., the
company’s most important content
comes from a deal to air soccer
matches in England’s Premier
League. Sky has already filmed soc-
cer, boxing, and rugby matches in
3-D trials, as well as a performance
of “Swan Lake” by the English Na-
tional Ballet.

Its decision to move forward
with 3-D programming came as the
company found a way to use exist-
ing HD cameras and delivery sys-
tems to create a high-quality three-
dimensional feed, said Gerry
O’Sullivan, director of strategic
product development at Sky.

Sky plans to film and deliver its
own exclusive 3-D content using ex-
isting HD set-top boxes used by
more than 1.3 million of its pay-TV
customers in the U.K.

News Corp., which owns The
Wall Street Journal, holds a 39%
stake in BSkyB.

To film the 3-D footage, Sky will
use a special rig with two normal HD
cameras, one capturing video for
the right eye and the other for the
left. Producers will then package
the two feeds together so that home
set-top boxes think they’re playing

normal HD video. With the glasses
and a special TV, however, the im-
ages will appear in 3-D.

Sky’s transmission format,
which requires bandwidth capable
of handling the equivalent of two
hefty HD feeds, is likely too large for
competing cable providers to offer.
Some British rivals fear that Sky will
set a de facto standard for 3-D for-
matting that will be impossible for
others to match, said Richard Lind-
say-Davies, director general of Digi-
tal TV Group, an industry associa-
tion for digital television in the U.K.

In the U.S., the Society for Mo-
tion Picture and Television Engi-
neers is working on a standard for
3-D TV broadcasts, as individual

companies explore their own op-
tions. Discovery, for instance, said it
is working with manufacturers in-
cluding Panasonic and Sony Corp.
to refine technologies for shooting
in 3-D. It is considering making a 3-D
test episode of one of its series, such
as slow-motion photography show-
case “Time Warp,” executives said.

Discovery executives are also
considering what it would take for
viewers to adopt the technology.
“It’s something that intuitively ev-
eryone would like,” said David
Zaslav, Discovery’s chief executive.
“But the question is will it be excit-
ing enough that people will go
through the trouble of wearing TV
glasses at home?”
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 18.50 $25.02 –0.43 –1.69%
Alcoa AA 28.60 12.41 –0.86 –6.48%
AmExpress AXP 12.40 30.39 –1.33 –4.19%
BankAm BAC 282.30 16.56 –0.83 –4.77%
Boeing BA 4.80 44.16 –0.71 –1.58%
Caterpillar CAT 10.90 43.95 –2.05 –4.46%
Chevron CVX 11.70 66.59 –1.36 –2.00%
CiscoSys CSCO 28.50 20.73 –0.58 –2.72%
CocaCola KO 7.10 48.70 0.23 0.47%
Disney DIS 8.30 25.09 –0.77 –2.98%
DuPont DD 7.20 31.06 –1.30 –4.02%
ExxonMobil XOM 20.70 66.55 –1.66 –2.43%
GenElec GE 75.50 13.36 –0.56 –4.02%
HewlettPk HPQ 11.40 43.11 –0.98 –2.22%
HomeDpt HD 29.50 26.11 –1.03 –3.80%
Intel INTC 41.80 18.45 –0.32 –1.70%
IBM IBM 4.60 116.86 –1.71 –1.44%
JPMorgChas JPM 33.90 40.73 –1.72 –4.05%
JohnsJohns JNJ 10.60 59.82 –0.26 –0.43%
KftFoods KFT 5.80 27.79 –0.31 –1.10%
McDonalds MCD 8.60 54.50 –0.77 –1.39%
Merck MRK 15.90 30.88 –0.10 –0.32%
Microsoft MSFT 36.20 23.25 –0.44 –1.87%
Pfizer PFE 41.10 15.88 0.11 0.70%
ProctGamb PG 10.20 52.21 –0.16 –0.31%
3M MMM 3.50 70.08 –1.24 –1.74%
TravelersCos TRV 4.00 46.61 –0.64 –1.35%
UnitedTech UTX 4.40 56.13 –1.08 –1.89%
Verizon VZ 11.30 30.22 –0.86 –2.77%
WalMart WMT 15.90 51.57 –0.22 –0.42%

Dow Jones Industrial Average P/E: 15
LAST: 9135.34 t 186.06, or 2.00%

YEAR TO DATE: s 358.95, or 4.1%

OVER 52 WEEKS t 2,344.05, or 20.4%

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

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

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

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

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

ThyssenKrupp  373 –17 39 –56 UPM Kymmene  379 12 14 –90

Technip 83 –6 –10 –45 Kabel Deutschland  468 12 39 –10

Contl 788 –3 17 –141 Lafarge 258 13 34 –30

Alstom 139 –3 2 –32 Stena Aktiebolag 748 14 42 –22

ASSA ABLOY  69 –2 –3 –19 Alcatel Lucent 716 15 20 –67

Old Mut  561 –1 –14 –165 Wendel 672 16 28 –105

BP  37 –1 1 –1 Valeo 243 16 42 –57

Centrica  50 –1 –1 –8 GKN Hldgs  290 17 34 –10

Rallye 917 –1 34 –328 Norske Skogindustrier 1103 19 74 –145

Abbey Natl  63 –1 1 –18 Nielsen 624 27 38 –23

Source: Markit Group

Dow Jones Stoxx 50: Monday’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

GlaxoSmithKline U.K. Pharmaceuticals $108.8 11.68 0.82% –7.6% –18.8%

Vodafone Grp U.K. Mobile Telecomm 120.6 1.27 0.44 –9.2 15.4

Tesco U.K. Food Rtlrs & Whlslrs 46.8 3.65 0.22 –4.7 –1.9

L.M. Ericsson Tel B Sweden Telecomm Equipment 27.5 67.20 unch. –2.3 –41.3

Astrazeneca U.K. Pharmaceuticals 65.6 27.66 –0.02% 4.9 –17.3

Anglo Amer U.K. General Mining $39.8 18.21 –5.55% –34.8 –26.8

Rio Tinto U.K. General Mining 56.1 22.46 –4.69 –42.0 –1.4

Intesa Sanpaolo Italy Banks 45.9 2.75 –4.10 –26.5 –41.5

ING Groep Netherlands Life Insurance 26.9 9.20 –3.86 –58.3 –72.1

ArcelorMittal Luxembourg Iron & Steel 52.3 23.83 –3.83 –53.3 –4.5

...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

Bayer 49.0 42.09 –0.19% –21.8% 7.5%
Germany (Specialty Chemicals)
Novartis 117.3 47.90 –0.42 –22.4 –31.5
Switzerland (Pharmaceuticals)
Diageo 41.8 9.29 –0.59 –5.8 –2.4
U.K. (Distillers & Vintners)
Royal Dutch Shell A 91.3 18.30 –0.81 –20.9 –34.6
U.K. (Integrated Oil & Gas)
SAP 56.4 32.67 –0.82 –15.0 –10.1
Germany (Software)
BP 168.7 5.01 –0.97 –2.7 –19.1
U.K. (Integrated Oil & Gas)
BG Grp 58.5 10.03 –1.08 –8.7 42.4
U.K. (Integrated Oil & Gas)
Nestle S.A. 148.0 41.72 –1.14 –16.2 3.6
Switzerland (Food Products)
Roche Hldg Part. Cert. 107.1 164.50 –1.14 –12.2 –26.1
Switzerland (Pharmaceuticals)
Sanofi-Aventis S.A. 83.4 45.06 –1.15 –9.5 –35.2
France (Pharmaceuticals)
Deutsche Bk 39.6 45.33 –1.17 –24.5 –48.3
Germany (Banks)
Deutsche Telekom 54.0 8.80 –1.29 –21.2 –23.1
Germany (Mobile Telecommunications)
British Amer Tob 61.9 18.74 –1.47 1.0 29.3
U.K. (Tobacco)
France Telecom 62.9 17.10 –1.50 –14.5 4.1
France (Fixed Line Telecommunications)
HSBC Hldgs 179.0 6.38 –1.85 –14.7 –22.5
U.K. (Banks)
BNP Paribas S.A. 80.5 54.72 –1.88 –9.5 –33.0
France (Banks)
Iberdrola S.A. 41.7 5.93 –1.90 –27.5 –16.8
Spain (Conventional Electricity)
ENI 89.4 15.86 –1.98 –26.8 –34.7
Italy (Integrated Oil & Gas)
GDF Suez 84.9 26.72 –1.98 –26.2 –4.5
France (Multiutilities)
Soc. Generale 42.5 52.00 –2.09 –19.3 –55.7
France (Banks)

Siemens 71.9 55.90 –2.14% –27.2% –14.9%
Germany (Diversified Industrials)
Total S.A. 124.5 37.31 –2.19 –23.0 –30.1
France (Integrated Oil & Gas)
Unilever 46.5 19.26 –2.31 –0.8 7.5
Netherlands (Food Products)
BASF 43.9 33.96 –2.33 –15.1 7.6
Germany (Commodity Chemicals)
ABB 41.3 19.19 –2.34 –25.4 20.7
Switzerland (Industrial Machinery)
E.ON 75.7 26.89 –2.40 –31.5 –18.2
Germany (Multiutilities)
AXA S.A. 45.3 15.40 –2.41 –28.8 –46.3
France (Full Line Insurance)
Koninklijke Phlps 21.5 15.72 –2.60 –31.8 –40.1
Netherlands (Consumer Electronics)
Allianz SE 47.2 74.10 –2.72 –32.3 –43.5
Germany (Full Line Insurance)
Nokia 46.8 8.88 –2.74 –48.7 –46.3
Finland (Telecommunications Equipment)
Telefonica S.A. 109.6 16.55 –2.88 –0.9 24.9
Spain (Fixed Line Telecommunications)
Assicurazioni Gen 30.8 15.54 –3.12 –30.2 –39.6
Italy (Full Line Insurance)
Banco Santander 113.0 9.85 –3.15 –11.4 –12.4
Spain (Banks)
BHP Billiton 54.7 15.04 –3.16 –2.2 43.2
U.K. (General Mining)
Daimler 46.2 30.94 –3.34 –24.6 –24.7
Germany (Automobiles)
Barclays 62.3 3.47 –3.36 1.3 –45.1
U.K. (Banks)
Banco Bilbao Viz 59.5 11.28 –3.71 –1.3 –34.8
Spain (Banks)
UBS 49.2 16.48 –3.74 –26.6 –73.6
Switzerland (Banks)
Credit Suisse Grp 56.1 51.20 –3.76 –0.1 –24.7
Switzerland (Banks)
UniCredit 54.0 2.29 –3.78 –27.7 –56.9
Italy (Banks)

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 0.24% 0.59% 2.8% 5.4% -3.8%
Event Driven 0.65% 2.36% 5.5% 8.9% -19.9%
Equity Market Neutral 0.05% -0.22% 0.4% -3.4% -8.9%
Equity Long/Short 0.27% 1.89% 3.8% 2.8% -13.0%

*Estimates as of 08/14/09, 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 0.94 104.10% 0.02% 1.87 0.85 1.26

Eur. High Volatility: 11/1 1.72 108.87 0.04 3.89 1.56 2.50

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

Asia ex-Japan IG: 11/1 1.35 109.51 0.04 3.84 1.21 2.20

Japan: 11/1 1.73 114.94 0.05 4.33 1.41 2.31

 Note: Data as of August 14

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

In percentage points
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BLUE CHIPS & BONDS

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

Europe, Middle East & Africa: Bank revenues from equity capital markets

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

Source: Dealogic
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Sony may delay new TV
Costs raise concerns
about bigger version
of OLED television

By Gustav Sandstrom

STOCKHOLM—The head of mo-
bile-phone maker Sony Ericsson,
which has been losing market share,
is retiring and will be suc-
ceeded by the head of co-par-
ent Telefon AB L.M. Erics-
son’s U.S. technology divi-
sion.

Sony Ericsson, a joint
venture between Sweden’s
Ericsson and Japan’s Sony
Corp., said Monday that
Bert Nordberg, the head of
Ericsson’s Silicon Valley-
based broadband and Inter-
net protocol unit, will take
over from President and
Chief Executive Dick Ko-
miyama.

The company has missed key
trends such as full keyboards and In-
ternet browsing, analysts say, and
has seen its global market share fall

to just 4.7% in the second quarter
from 7.5% a year earlier, according to
research firm Gartner Inc. The hand-
set maker posted a Œ213 million
($302.2 million) net loss in the sec-

ond quarter.
Analysts say Sony Erics-

son needs to come up with a
new range of attractive
phones, in addition to re-
ducing costs.

Mr. Nordberg will take
the helm of the company on
Oct. 15.

Mr. Komiyama’s deci-
sion to retire comes part-
way through the restructur-
ing program he put in place.

“I believe it is the right
time for me to begin trans-

ferring the leadership of the com-
pany to a person who is able to com-
plete the transformation program,”
Mr. Komiyama, who turns 67 later
this year, said in a statement.

Sony Ericsson appoints
successor to retiring CEO

By Daisuke Wakabayashi

TOKYO—Sony Corp.’s next-gen-
eration OLED television, once
hailed by executives as a symbol of
the company’s technological come-
back, is now a symbol of another
kind: the dilemma facing its trou-
bled TV business.

Sony will likely delay the launch
of its next organic light emitting di-
ode, or OLED, television because
mass producing the new ultrathin
displays would exacerbate losses at
its TV division, according to people
familiar with the matter.

The company had been targeting
a 2009 release for a larger successor
to a model with an 11-inch screen re-
leased in late 2007, which is the first
and only OLED TV to reach stores so
far. But Sony has decided to push
back the new model until at least
next year, these people said.

The decision sends a message to
Sony’s engineers that returning its
TV business to profitability is a top
priority. The business is on track to
lose money for the sixth straight
year. In the past, Sony’s influential
engineers could push the company
to roll out products that were tech-
nological marvels but struggled to
turn a profit.

The postponement opens the
door to competitors such as LG Elec-
tronics Inc. and Samsung Electron-
ics Co. to assume leadership in a
promising technology, touted as a
potential replacement to liquid-crys-
tal displays.

Already found on smaller de-
vices like mobile phones and digital

media players, OLED displays are
thinner, offer better color contrasts,
respond faster to moving images
and consume less power than LCDs.

However, as is often the case
with new display technology, pro-
ducing an OLED television is expen-
sive and the product can cause
sticker shock. For example, Sony’s
first model, the 11-inch XEL-1, sells
for $2,500—a price reserved for the
latest TVs with screens of 50 inches
and above. Sony declined to say how
many OLED units it has sold so far.

In May 2008, Sony Chief Execu-
tive Howard Stringer said a 27-inch
OLED television would be available
within 12 months. But six months
later, Sony’s electronics business
was awash in losses and Mr.
Stringer was crafting a restructur-
ing plan to stop the bleeding.

Sony’s TV division lost 127 bil-
lion yen ($1.34 billion) last fiscal
year, representing more than half of
the company’s operating losses for
the year, which ended March 31. Tele-
visions accounted for 16.5% of So-
ny’s 7.73 trillion yen in revenue.

In an interview earlier this year,
Mr. Stringer sounded less gung-ho
on the idea of a larger and more ex-
pensive OLED. “We got great praise
for [OLED], but then you don’t sell
any. So then, all of a sudden, you
have a different problem,” said Mr.
Stringer.

The challenge thus far has been
driving down manufacturing costs,
because materials are hard to pro-
cure and production systems re-
main a work in progress.

Research firm DisplaySearch es-
timates Sony’s production yield for
its 11-inch OLED panel is below 60%,
meaning at least four of every 10
panels its factories produce aren’t
up to par and can’t be sold. Larger
panels would likely introduce more
difficulties. Sony declined to com-

ment on its production yields.
The company needs to hit it big

with OLED. It was slow to embrace
the shift from cathode-ray-tube tele-
visions to LCDs. Once the world’s
top TV maker, Sony now trails both
Samsung and LG in terms of reve-
nue, according to DisplaySearch.

Fixing the TV business is at the
core of revamping Sony’s electron-
ics division, a task now overseen by
Mr. Stringer. He replaced Ryoji Chu-
bachi as Sony’s president and elec-
tronics head in April.

Mr. Chubachi, a respected engi-
neer who helped develop Sony’s suc-
cessful eight-millimeter video cam-
era, was a vocal cheerleader for
OLED and declared in 2007 that the
XEL-1 was a “symbol of Sony’s come-
back.”

Mr. Stringer has tapped Yoshi-
hisa Ishida, an executive from its
Vaio computer business who, in the
CEO’s words, “understands a cost-
conscious world,” to run the televi-
sion business.

As part of Sony’s restructuring
measures, the company closed a TV-
production facility in Japan, started
to focus on cheaper LCD TVs for
emerging markets and increased
outsourcing of production.

Eric Lee, an analyst at Barclays
Capital, said delaying a new OLED
TV would be the latest indication of
a more disciplined approach to the
business. “It’s probably better for
Sony to hold off for now,” said Mr.
Lee. “I don’t know who would be buy-
ing it.”

Meanwhile, Sony’s rivals are clos-
ing the gap. Later this year, LG plans
to one-up Sony with a 15-inch OLED
TV for the Korean and overseas mar-
kets. Pricing hasn’t yet been deter-
mined. Samsung showcased a
31-inch OLED model in January but
said it is a few years away from re-
lease. Panasonic Corp. has also said
it is developing an OLED TV.

The biggest threat to OLED’s fu-
ture could be LCDs. Prices are falling
rapidly even as LCD quality im-
proves. Newer LCD models are thin-
ner, use less energy and can offer
brighter colors.

“It’s always going to be a race
for a new display technology to
reach an acceptable price point be-
fore LCD or plasma reaches the
new technology’s performance lev-
els,” said DisplaySearch analyst
Paul Gagnon.

Dick Komiyama

CORPORATE NEWS

ASSOCIATED PRESS

German car maker Volkswagen
AG on Monday said its world-wide
sales increased 6.7% in July.

The company said sales of all
brands rose to 556,900 vehicles in
July from 521,100 a year earlier. The
year-earlier results don’t include
those of truck maker Scania, which

VW recently started including. Global
sales for the first seven months, how-
ever, fell 3.5% to 3.65 million vehicles.

VW said sales in Germany rose
27% in July to 113,700 vehicles,
largely thanks to the government’s
car-scrapping program, which pays
consumers to trade in their old cars
for more-efficient ones.

VW’s sales climbed 6.7% in July

Sales, in trillions of yen

Operating profit/loss, in billions of yen

Sony’s television division

Note: Fiscal years end March 31 of years shown Source: the company
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Hot Franchise Looking for Investment $
The Tilted Kilt Pub & Eatery is looking for immediate private
investment or Non-SBA bank funding. Multiple projects coast

to coast (US). Voted R&I Mag as the 1 to Watch in 2009 and
Restaurant Biz’s #2 In the Future 50. 23 Pubs open,

10 more opening this year 30+ in the pipeline. Hi volume,
little competition & great franchisees
Go to www.tiltedkilt.com

More info Clay 281-235-0475
ccarson@tiltedkilt.com

BUSINESS OPPORTUNITIES
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à As with all investments,
appropriate advice should

be obtained prior to
entering into any
binding contract. à
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Banks Frozen -
Creates Opportunity for

Private Lender
Experienced reputable developer seeks

loan for successful Mixed-Use Waterfront
Dev.- Residential Element Lake Conroe -
One Hour North of Houston, Texas (USA).

Terms: $6 mil, 12%, 1 year,
Collateral $12.4 mil 1st lien .

(936) 582-1363
Contact Jim - Principals Only
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

2.46% 15 DJ Global Index -a % % 199.42 –2.76% –21.1% 4.37% 13 U.S. Select Dividend -b % % 563.15 –1.91% –21.4%

2.00% 17 Global Dow 1183.50 –0.94% –21.3% 1772.46 –1.87% –24.5% 4.40% 16 Infrastructure 1283.90 –0.57% –18.4% 1726.14 –1.50% –21.7%

3.13% 31 Stoxx 600 224.20 –1.98% –21.9% 235.65 –3.11% –25.2% 1.60% 8 Luxury 792.40 –0.86% –11.9% 947.32 –1.79% –15.5%

3.28% 20 Stoxx Large 200 239.80 –1.92% –22.3% 250.68 –3.05% –25.7% 6.40% 5 BRIC 50 361.60 –2.67% –12.2% 486.10 –3.58% –15.8%

2.38% -11 Stoxx Mid 200 208.90 –2.11% –19.2% 218.33 –3.24% –22.7% 4.32% 12 Africa 50 711.30 –1.04% –23.0% 634.76 –2.26% –26.4%

2.42% 252 Stoxx Small 200 131.30 –2.68% –19.2% 137.17 –3.80% –22.7% 3.56% 7 GCC % % 1435.72 –1.51% –47.0%

3.17% 22 Euro Stoxx 242.40 –2.23% –23.9% 254.79 –3.36% –27.2% 3.05% 14 Sustainability 742.80 –1.74% –19.5% 882.15 –2.91% –23.0%

3.31% 16 Euro Stoxx Large 200 257.50 –2.27% –24.5% 268.88 –3.39% –27.8% 2.39% 13 Islamic Market -a % % 1701.92 –2.58% –19.8%

2.40% -13 Euro Stoxx Mid 200 231.10 –1.88% –21.1% 241.33 –3.01% –24.5% 2.67% 13 Islamic Market 100 1536.90 –0.89% –15.2% 1850.06 –2.07% –18.9%

2.71% 22 Euro Stoxx Small 200 141.00 –2.48% –20.2% 147.16 –3.60% –23.6% 2.67% 13 Islamic Turkey -c % % % %

5.65% 9 Stoxx Select Dividend 30 1257.70 –2.34% –29.4% 1514.59 –3.47% –32.5% 2.10% 14 DJ U.S. TSM % % 10104.12 –2.22% –22.7%

4.90% 11 Euro Stoxx Select Div 30 1506.50 –2.42% –31.9% 1821.23 –3.55% –34.9% % DJ-UBS Commodity 121.40 –1.54% –31.1% 124.10 –2.68% –34.1%

*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 1.2187 1.9875 1.1292 0.1670 0.0378 0.1968 0.0129 0.3203 1.7149 0.2304 1.0978 ...

 Canada 1.1101 1.8104 1.0286 0.1521 0.0344 0.1793 0.0118 0.2917 1.5621 0.2099 ... 0.9109

 Denmark 5.2897 8.6267 4.9013 0.7249 0.1641 0.8541 0.0560 1.3902 7.4434 ... 4.7651 4.3405

 Euro 0.7107 1.1590 0.6585 0.0974 0.0220 0.1148 0.0075 0.1868 ... 0.1343 0.6402 0.5831

 Israel 3.8050 6.2054 3.5256 0.5214 0.1180 0.6144 0.0403 ... 5.3542 0.7193 3.4276 3.1222

 Japan 94.4200 153.9849 87.4867 12.9387 2.9291 15.2462 ... 24.8147 132.8631 17.8498 85.0554 77.4763

 Norway 6.1930 10.0999 5.7382 0.8486 0.1921 ... 0.0656 1.6276 8.7145 1.1708 5.5788 5.0817

 Russia 32.2350 52.5704 29.8680 4.4173 ... 5.2051 0.3414 8.4717 45.3595 6.0939 29.0379 26.4504

 Sweden 7.2975 11.9011 6.7616 ... 0.2264 1.1783 0.0773 1.9179 10.2687 1.3796 6.5737 5.9880

 Switzerland 1.0793 1.7601 ... 0.1479 0.0335 0.1743 0.0114 0.2836 1.5187 0.2040 0.9722 0.8856

 U.K. 0.6132 ... 0.5682 0.0840 0.0190 0.0990 0.0065 0.1612 0.8628 0.1159 0.5524 0.5031

 U.S. ... 1.6308 0.9266 0.1370 0.0310 0.1615 0.0106 0.2628 1.4072 0.1890 0.9008 0.8205

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 321.75 –6.00 –1.83% 707.00 13.75
Soybeans (cents/bu.) CBOT 954.50 –27.00 –2.75 1,557.50 670.00
Wheat (cents/bu.) CBOT 499.50 –10.00 –1.96 1,155.75 492.50
Live cattle (cents/lb.) CME 87.825 –0.725 –0.82 118.500 81.250
Cocoa ($/ton) ICE-US 2,723 –120 –4.22 3,217 1,961
Coffee (cents/lb.) ICE-US 128.95 –3.40 –2.57 189.00 112.00
Sugar (cents/lb.) ICE-US 21.83 –0.15 –0.68 23.33 11.05
Cotton (cents/lb.) ICE-US 59.41 –1.71 –2.80 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,360.00 –81 –3.32 2,685 1,965
Cocoa (pounds/ton) LIFFE 1,767 –45 –2.48 1,953 1,187
Robusta coffee ($/ton) LIFFE 1,364 –29 –2.08 2,324 1,250

Copper (cents/lb.) COMEX 278.55 –6.55 –2.30 378.00 131.15
Gold ($/troy oz.) COMEX 935.80 –12.90 –1.36 1,060.00 494.00
Silver (cents/troy oz.) COMEX 1397.50 –74.70 –5.07 2,009.00 886.00
Aluminum ($/ton) LME 1,946.00 –103.50 –5.05 2,806.00 1,288.00
Tin ($/ton) LME 14,050.00 –1000.00 –6.64 21,400.00 9,750.00
Copper ($/ton) LME 6,075.00 –324.00 –5.06 7,761.00 2,815.00
Lead ($/ton) LME 1,800.00 –117.50 –6.13 2,115.00 870.00
Zinc ($/ton) LME 1,784.00 –116.00 –6.11 1,927.50 1,065.00
Nickel ($/ton) LME 19,005 –1,815 –8.72 21,195 9,000

Crude oil ($/bbl.) NYMEX 68.81 –0.79 –1.14 125.66 45.13
Heating oil ($/gal.) NYMEX 1.8521 –0.0158 –0.85 4.0556 1.2820
RBOB gasoline ($/gal.) NYMEX 1.9515 0.0135 0.70% 3.0875 1.1450
Natural gas ($/mmBtu) NYMEX 3.555 –0.083 –2.28 12.115 3.522
Brent crude ($/bbl.) ICE-EU 70.54 –0.90 –1.26 116.93 44.75
Gas oil ($/ton) ICE-EU 569.50 –20.75 –3.52 1,086.00 411.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Aug. 17
Per In

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

Argentina peso-a 5.3950 0.1854 3.8340 0.2608

Brazil real 2.6398 0.3788 1.8760 0.5330
Canada dollar 1.5621 0.6402 1.1101 0.9008

1-mo. forward 1.5620 0.6402 1.1100 0.9009
3-mos. forward 1.5616 0.6404 1.1098 0.9011
6-mos. forward 1.5615 0.6404 1.1097 0.9012

Chile peso 787.51 0.001270 559.65 0.001787
Colombia peso 2838.22 0.0003523 2017.00 0.0004958
Ecuador US dollar-f 1.4072 0.7107 1 1
Mexico peso-a 18.2805 0.0547 12.9912 0.0770
Peru sol 4.1764 0.2394 2.9680 0.3369
Uruguay peso-e 32.618 0.0307 23.180 0.0431
U.S. dollar 1.4072 0.7107 1 1
Venezuela bolivar 3.02 0.330953 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7149 0.5831 1.2187 0.8206
China yuan 9.6196 0.1040 6.8362 0.1463
Hong Kong dollar 10.9067 0.0917 7.7509 0.1290
India rupee 68.7322 0.0145 48.8450 0.0205
Indonesia rupiah 13973 0.0000716 9930 0.0001007
Japan yen 132.86 0.007527 94.42 0.010591

1-mo. forward 132.83 0.007529 94.39 0.010594
3-mos. forward 132.76 0.007532 94.35 0.010599
6-mos. forward 132.61 0.007541 94.24 0.010611

Malaysia ringgit-c 4.9848 0.2006 3.5425 0.2823
New Zealand dollar 2.1149 0.4728 1.5030 0.6654
Pakistan rupee 116.160 0.0086 82.550 0.0121
Philippines peso 68.141 0.0147 48.425 0.0207
Singapore dollar 2.0425 0.4896 1.4516 0.6889
South Korea won 1771.60 0.0005645 1259.00 0.0007943
Taiwan dollar 46.415 0.02154 32.985 0.03032
Thailand baht 47.949 0.02086 34.075 0.02935

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

Euro zone euro 1 1 0.7107 1.4072
1-mo. forward 1.0000 1.0000 0.7106 1.4072
3-mos. forward 1.0000 1.0000 0.7107 1.4072
6-mos. forward 1.0000 1.0000 0.7107 1.4071

Czech Rep. koruna-b 25.724 0.0389 18.281 0.0547
Denmark krone 7.4434 0.1343 5.2897 0.1890
Hungary forint 273.62 0.003655 194.45 0.005143
Norway krone 8.7145 0.1148 6.1930 0.1615
Poland zloty 4.1835 0.2390 2.9730 0.3364
Russia ruble-d 45.359 0.02205 32.235 0.03102
Sweden krona 10.2687 0.0974 7.2975 0.1370
Switzerland franc 1.5187 0.6585 1.0793 0.9266

1-mo. forward 1.5182 0.6587 1.0789 0.9268
3-mos. forward 1.5172 0.6591 1.0782 0.9274
6-mos. forward 1.5153 0.6599 1.0769 0.9286

Turkey lira 2.1188 0.4720 1.5058 0.6641
U.K. pound 0.8628 1.1590 0.6132 1.6308

1-mo. forward 0.8629 1.1589 0.6132 1.6307
3-mos. forward 0.8629 1.1589 0.6132 1.6307
6-mos. forward 0.8629 1.1589 0.6132 1.6307

MIDDLE EAST/AFRICA
Bahrain dinar 0.5305 1.8852 0.3770 2.6527
Egypt pound-a 7.8132 0.1280 5.5525 0.1801
Israel shekel 5.3542 0.1868 3.8050 0.2628
Jordan dinar 0.9966 1.0034 0.7083 1.4119
Kuwait dinar 0.4046 2.4718 0.2875 3.4781
Lebanon pound 2114.24 0.0004730 1502.50 0.0006656
Saudi Arabia riyal 5.2770 0.1895 3.7502 0.2667
South Africa rand 11.4771 0.0871 8.1563 0.1226
United Arab dirham 5.1684 0.1935 3.6730 0.2723

SDR -f 0.9079 1.1014 0.6452 1.5498

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 600 224.23 –4.54 –1.98% 13.9% –21.9%

 15 DJ Stoxx 50 2281.63 –43.54 –1.87 10.5% –21.5%

 22 Euro Zone DJ Euro Stoxx 242.45 –5.53 –2.23 8.8% –23.9%

 18 DJ Euro Stoxx 50 2603.79 –65.62 –2.46 6.2% –22.6%

 12 Austria ATX 2324.98 –63.95 –2.68 32.8% –34.4%

 13 Belgium Bel-20 2229.85 –44.39 –1.95 16.8% –27.5%

 12 Czech Republic PX 1128.7 –42.7 –3.65 31.5% –21.8%

 15 Denmark OMX Copenhagen 305.02 –4.94 –1.59 34.9% –22.0%

 13 Finland OMX Helsinki 5800.72 –148.85 –2.50 7.4% –31.9%

 15 France CAC-40 3419.69 –75.58 –2.16 6.3% –23.1%

 19 Germany DAX 5201.61 –107.50 –2.02 8.1% –19.1%

 … Hungary BUX 17613.39 –458.03 –2.53 43.9% –15.7%

 12 Ireland ISEQ 2858.28 –92.77 –3.14 22.0% –37.1%

 11 Italy FTSE MIB 20962.38 –590.01 –2.74 7.7% –27.4%

 9 Netherlands AEX 282.01 –6.01 –2.09 14.7% –31.3%

 13 Norway All-Shares 341.80 –8.34 –2.38 26.5% –28.1%

 17 Poland WIG 34945.56 –865.75 –2.42 28.3% –14.2%

 14 Portugal PSI 20 7489.92 –146.48 –1.92 18.1% –12.3%

 … Russia RTSI 1005.77 –54.15 –5.11% 59.2% –43.4%

 10 Spain IBEX 35 10598.5 –303.4 –2.78 15.3% –9.2%

 15 Sweden OMX Stockholm 265.39 –5.19 –1.92 30.0% –6.0%

 13 Switzerland SMI 5883.70 –101.60 –1.70 6.3% –18.6%

 … Turkey ISE National 100 44290.90 –12.02 –0.03 64.9% 5.6%

 12 U.K. FTSE 100 4645.01 –68.96 –1.46 4.8% –14.8%

 35 ASIA-PACIFIC DJ Asia-Pacific 113.80 –3.40 –2.90 21.6% –11.5%

 … Australia SPX/ASX 200 4388.4 –72.6 –1.63 17.9% –12.0%

 … China CBN 600 24867.88 –1631.20 –6.16 68.4% 34.7%

 20 Hong Kong Hang Seng 20137.65 –755.68 –3.62 40.0% –3.8%

 18 India Sensex 14784.92 –626.71 –4.07 53.3% 1.0%

 … Japan Nikkei Stock Average 10268.61 –328.72 –3.10 15.9% –22.0%

 … Singapore Straits Times 2545.98 –85.53 –3.25 44.5% –8.3%

 11 South Korea Kospi 1547.06 –44.35 –2.79 37.6% –1.3%

 18 AMERICAS DJ Americas 257.42 –6.65 –2.52 13.8% –22.6%

 … Brazil Bovespa 55300.40 –1337.60 –2.36 47.3% 1.8%

 18 Mexico IPC 27299.11 –556.32 –2.00 22.0% 0.7%

*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

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Aug. 17, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.80% 18 ALL COUNTRY (AC) WORLD* 270.78 –0.62% 18.9% –21.7%

2.80% 19 World (Developed Markets) 1,063.98 –0.66% 15.6% –22.1%

2.50% 20 World ex-EMU 124.81 –0.52% 16.0% –20.8%

2.60% 21 World ex-UK 1,061.38 –0.60% 14.9% –21.6%

3.50% 18 EAFE 1,458.43 –0.45% 17.9% –23.4%

2.40% 16 Emerging Markets (EM) 852.74 –0.34% 50.4% –18.2%

4.00% 12 EUROPE 79.53 –0.80% 14.5% –19.8%

4.20% 13 EMU 161.51 –1.41% 13.7% –28.8%

3.70% 15 Europe ex-UK 87.09 –0.79% 12.2% –19.7%

4.90% 10 Europe Value 90.85 –0.92% 17.2% –18.9%

3.00% 16 Europe Growth 67.61 –0.66% 11.9% –20.8%

3.20% 15 Europe Small Cap 142.85 0.44% 41.5% –14.9%

2.40% 8 EM Europe 227.66 –1.75% 43.3% –40.5%

4.50% 9 UK 1,403.35 –0.84% 6.7% –12.4%

2.90% 14 Nordic Countries 125.29 –0.96% 27.7% –22.7%

1.80% 7 Russia 597.40 –2.72% 44.9% –50.8%

3.60% 12 South Africa 657.19 –0.46% 13.5% –4.4%

2.90% 19 AC ASIA PACIFIC EX-JAPAN 367.45 0.13% 48.6% –11.9%

1.70%-118 Japan 603.24 0.56% 13.8% –26.6%

2.10% 18 China 61.02 –0.16% 49.6% –3.9%

1.00% 20 India 611.97 –0.52% 65.7% 6.7%

0.90% 23 Korea 444.36 2.11% 44.8% 2.0%

2.80% 31 Taiwan 257.09 0.32% 48.3% –4.4%

2.00% 25 US BROAD MARKET 1,110.90 –0.98% 13.1% –20.4%

1.50% -44 US Small Cap 1,487.86 –1.79% 19.3% –19.0%

3.50% 14 EM LATIN AMERICA 3,370.06 –0.96% 62.2% –22.3%

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

GLOBAL MARKETS LINEUP

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

And Jeffrey Ng

HONG KONG—Air China Ltd.,
mainland China’s biggest airline,
raised its stake in Cathay Pacific Air-
ways Ltd., another step in China’s
strategic aim of upgrading its fast-
growing aviation industry.

The state-owned Air China paid
HK$6.3 billion (US$812.8 million) to
buy a 12.5% stake in Cathay from
Citic Pacific Ltd., a Chinese state-
controlled conglomerate based in
Hong Kong, raising Air China’s stake
to just under 30% from its current
position of 17.5%.

Swire Pacific Ltd., a Hong Kong-
based conglomerate with British
roots and Cathay’s biggest share-
holder, will spend about HK$1.01 bil-
lion to increase its stake to just un-
der 42%, from the current 40%.

The added shareholding in Ca-
thay is a step forward for Air China’s
global ambitions, given Cathay’s
dominant position in Hong Kong,
one of the world’s busiest interna-
tional transport hubs.

In 2006, Air China took a 17.5%
stake in Cathay as part of a complex
HK$12.29 billion airline transaction
that resulted in Cathay taking full
control of Dragonair, a smaller Hong
Kong-based airline that had been
controlled by Air China’s parent.
Dragonair has a strong network of
routes in mainland China, a key
growth market for Cathay.

Since then, Cathay, Dragonair
and Air China have cooperated
closely on flights between Hong
Kong and China, marketing seats on
each other’s flights through a code-
sharing arrangement, while sharing
costs and revenues by operating sin-
gle sales offices in certain cities.

Air China’s increased stake in Ca-
thay comes after a bid last year to de-
velop a hub in Shanghai was
thwarted by a merger between
China Eastern Airlines Corp. and
Shanghai Airlines Co., both of

which have their hubs there.
The scale of the move surprised

some observers. “I didn’t expect Air
China would be willing to commit so
much capital at this point,” UBS AG
analyst Damien Horth said. In the
long run, Mr. Horth said, a merger
between Air China and Cathay is pos-
sible, though in the short term Air
China is more concerned with pro-
moting its base in Beijing as a major
travel hub. “Anything it can do to re-
inforce the position of that hub is
critical, by limiting competition
from Hong Kong,” Mr. Horst said.

The share purchases by Swire
and Air China on Monday are the
maximum stakes that the two com-
panies could purchase without trig-
gering a requirement under Hong
Kong law to bid for the whole of Ca-
thay, according to Christopher
Pratt, chairman of Swire and Ca-
thay. Mr. Pratt said Monday that the
new shareholding wouldn’t affect

strategy and management at Ca-
thay, and underscored Swire’s com-
mitment to remain the single larg-
est shareholder in the airline.

He also said Air China’s enlarged
stake was an outgrowth of the 2006
deal. “We considered the likelihood
then that Air China subsequently
might wish to increase its stake, and
we were comfortable with that pos-
sibility,” he said.

For Cathay, which owns 18.1% of
Air China, the deal strengthens its
ties with the dominant airline in the
critical mainland Chinese market at
a time when its premium passenger
and cargo traffic is sharply down as
a result of the global recession.

Founded in Hong Kong in 1946,
Cathay was for many years one of
Asia’s biggest and most profitable
airlines, and was one of the first air-
lines to operate commercial flights
into China. It lost those rights years
ago and only regained them after ac-

quiring Dragonair in the 2006 deal.
Citic Pacific, meanwhile, had al-

ready deemed its 22-year-old stake
in Cathay a noncore asset at a time
when the company is going through
major changes. Chairman Chang
Zhenming said Monday the disposal
was “in keeping with Citic Pacific’s
plan to focus on its major busi-
nesses.”

Last fall, Citic Pacific disclosed
massive positions on the Australian
dollar that had since soured, forcing
its Beijing-backed parent to bail out
the company. The foreign-exchange
scandal caused the blue-chip firm to
post a net loss of HK$12.66 billion
for the year ended Dec. 31.

Both Swire and Air China paid
HK$12.88 per share, a 10.8% pre-
mium to Cathay’s stock close last Fri-
day of HK$11.62. Trading in Cathay,
Air China and Citic Pacific shares
was suspended Monday.

Air China raises stake in Cathay
Chinese airline aims
to expand expertise
and global presence

H&M sales continue to slide as consumers cut back

By Anita Likus

LONDON—Michael Page Inter-
national PLC, one of the U.K.’s larg-
est recruiters, said Monday that its
first-half net profit fell 52% as weak
economic confidence continued to
hurt its business.

As a recruiter that specializes in
white-collar jobs, Michael Page isn't
directly affected by unemployment.
Its business depends on how many
people switch jobs more than on
how many people have jobs. But "as
long as the bad news is out there,
people don't have the confidence to
change jobs," Chief Executive Steve
Ingham said.

“If professionally qualified peo-
ple are not resigning we are not cre-
ating vacancies,” Mr. Ingham said,
adding that there is still a candidate
shortage for engineers and lawyers.

Michael Page said that market
conditions remain weak with a sea-
sonally challenging quarter ahead,
both in Continental Europe and in
the U.K.

The recruiting sector as a whole
has been suffering in the recession,
as weakening economic confidence
has stopped people from changing
jobs and employers from hiring,
which in turn stifled demand for
staffing specialists. Companies cut-
ting headcount to reduce their cost
base are also tightening the pool of
opportunities for employees.

Michael Page said net profit in
the first six months of the year fell
to £28.3 million ($46.8 million) from
£58.9 million a year earlier. The fig-
ure also shows the impact of a £10.4
million tax charge on a £26.5 million
value-added-tax refund and £10.5
million of interest accumulated on
the amount.

Revenue declined 27%, or 33% at
constant exchange rates, to £364.7
million from £500 million.

Pretax profit fell 49% to £43.2 mil-
lion from £84.1 million.

Numis Securities analyst Steve
Wolf said the results provided little
to suggest a demand-led recovery is
on the horizon.

The company turned in a strong
balance sheet, with net cash at £99.2
million, which enabled it to keep its
dividend at 2.88 pence a share.

To counter the downturn,
Michael Page has been reducing
headcount in areas with less de-
mand. It has cut a third of its staff in
the past year, largely through natu-
ral attrition.

Michael Page also is consolidat-
ing some of its smaller offices,
which reduced the number of its of-
fices to 142 from 163 in December.

The company said that it is hir-
ing selectively in a number of loca-
tions including financial sectors in
the U.K. and the Asian-Pacific re-
gion, where markets have stabilized
and where competitors are cutting
staff, closing offices or exiting mar-
kets.

Mr. Ingham said he is confident
of continuing to gain market share
and said the group is well posi-
tioned for growth when economic
conditions improve.

39.97%39.97%39.97%

100%100%100%

25.05%25.05%25.05% 17.49%17.49%17.49%
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Shareholding structure: Existing

Shareholding structure: After transaction

Source: the companies; Photo: Reuters

Selling down
After the pair of deals Monday, Air China will hold a 30% stake in Hong Kong's 
flagship Cathay Pacific, while principal shareholder Swire Pacific will continue 
to control the largest stake, at 42%.

Swire PacificPublic shareholders Citic Pacific

Cathay Pacific

Dragonair

Air China

41.97%41.97%41.97%

100%100%100%
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18.10%

29.99%

Swire PacificPublic shareholders Citic Pacific

Cathay Pacific

Dragonair

Air China

A Cathay jet (at top) near an Air China 
jet at the Hong Kong airport.

By Ola Kinnander

STOCKHOLM—Hennes & Mau-
ritz AB on Monday said sales at
stores open at least a year fell 3% in
July as it continued to suffer from a
consumer spending slowdown.

The decline, which also strips out
currency fluctuations, compares with
year-over-year drops of 5% and 9% for

June and May, respectively, said H&M,
the world’s third-largest fashion
chain by revenue behind U.S.-based
Gap Inc. and Spain’s Inditex SA.

Total sales, which include sales in
new stores, rose 7%, compared with
a 4% increase in June and flat sales
in May. H&M reports only percent-
age changes for its monthly sales.

“The negative trend continues,”
said Erik Sandstedt, a Stockholm-
based analyst at Alandsbanken, not-
ing that July marked the 11th time in
the past 12 months that H&M re-
ported a drop in comparable sales.

The July sales figures “were a little
disappointing,” said Mr. Sandstedt,
partly because of recent positive sales
statistics for the clothing market in
Germany and Sweden. In Sweden,
H&M’s home market and fifth-biggest
source of revenue, clothing sales for
the industry rose 11% in July, accord-
ing to the Swedish Retail Institute.

In Germany—H&M’s biggest mar-
ket, generating about a quarter of
its revenue—overall clothing sales
were up 2% for July, according to in-
dustry journal Textilwirtschaft.

“At the same time, one has to put

this into perspective,” said Mr. Sand-
stedt. “There are companies that re-
port double-digit drops in compara-
ble sales, so considering that, [H&M’s
numbers are] no catastrophe.”

Many clothing stores have of-
fered large discounts lately, putting
pressure on H&M, said Mr. Sandst-
edt. However, the retailer has repeat-

edly said that it is winning market
share and that the downturn has
made it easier to secure attractive
store locations. In the U.K., for in-
stance, H&M has taken over a hand-
ful of stores from insolvent retailer
Woolworths Group PLC. At the end
of July, H&M had 1,828 stores, up
13% from 1,601 stores a year earlier.

CORPORATE NEWS

The recruiting
sector as a whole
has been suffering in
the recession.

U.K. recruiter
says net fell 52%
as job moves slow

Note: Sales are in local currencies and include VAT
Source: the company

Falling short
H&M same-store sales, 
change from a year earlier

2007 '08 '09

Shoppers leave an H&M store in China
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EFG-Hermes Saudi Arabia Equity EA EQ SAU 08/11 SAR 5.70 20.2 –36.1 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 08/14 USD 318.56 29.7 3.9 3.9
Sel Emerg Mkt Equity GL EQ GGY 08/14 USD 186.79 42.6 –15.4 –10.3
Sel Euro Equity EUR US EQ GGY 08/14 EUR 88.87 19.7 –21.2 –23.2
Sel European Equity EU EQ GGY 08/14 USD 167.62 21.9 –25.6 –21.1
Sel Glob Equity GL EQ GGY 08/14 USD 175.30 22.0 –22.4 –19.1
Sel Glob Fxd Inc GL BD GGY 08/14 USD 136.51 5.8 –4.6 –1.5
Sel Pacific Equity AS EQ GGY 08/14 USD 130.98 44.9 –7.9 –7.6
Sel US Equity US EQ GGY 08/14 USD 113.76 12.9 –24.2 –16.8
Sel US Sm Cap Eq US EQ GGY 08/14 USD 156.93 20.0 –26.3 –18.8

n SEB Sicav 2
Nordic Small Cap -C- OT OT LUX 08/17 EUR 114.45 NS NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 08/14 EUR 24.59 –6.3 –50.0 –48.0
MP-TURKEY.SI OT OT SVN 08/14 EUR 30.14 54.3 –23.1 –22.1

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq EU EQ LVA 08/14 EUR 3.13 49.0 –56.6 –42.5
Parex Eastern Europ Bal OT OT LVA 08/14 EUR 12.39 44.4 –9.9 –5.8
Parex Eastern Europ Bd EU BD LVA 08/14 USD 13.22 51.6 –6.1 –0.8
Parex Russian Eq EE EQ LVA 08/14 USD 15.91 83.7 –37.0 –21.3

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 08/17 USD 146.59 32.2 –16.5 –11.0
PF (LUX)-Asian Eq-Pca AS EQ LUX 08/17 USD 139.95 31.5 –17.2 –11.8
PF (LUX)-Biotech-Pca OT EQ LUX 08/14 USD 278.52 –2.3 –26.5 –5.3
PF (LUX)-CHF Liq-Pca CH MM LUX 08/14 CHF 124.20 0.2 0.4 1.3
PF (LUX)-CHF Liq-Pdi CH MM LUX 08/14 CHF 93.75 0.2 0.4 1.3
PF (LUX)-Digital Comm-Pca OT EQ LUX 08/14 USD 100.11 23.1 –6.8 –8.7
PF (LUX)-East Eu-Pca EU EQ LUX 08/14 EUR 246.44 84.6 –33.8 –26.5
PF (LUX)-Emg Mkts-Pca GL EQ LUX 08/17 USD 438.03 44.0 –21.6 –11.0
PF (LUX)-Eu Indx-Pca EU EQ LUX 08/14 EUR 90.83 18.8 –16.9 –18.9
PF (LUX)-EUR Bds-Pca EU BD LUX 08/14 EUR 380.05 1.8 4.9 2.5
PF (LUX)-EUR Bds-Pdi EU BD LUX 08/14 EUR 289.21 1.8 4.9 2.5
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 08/14 EUR 142.43 14.0 8.5 4.1
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 08/14 EUR 100.13 14.0 8.5 4.1
PF (LUX)-EUR HiYld-Pca EU BD LUX 08/14 EUR 130.37 44.6 –1.4 –4.9
PF (LUX)-EUR HiYld-Pdi EU BD LUX 08/14 EUR 75.58 44.6 –1.4 –4.9
PF (LUX)-EUR Liq-Pca EU MM LUX 08/14 EUR 135.79 0.9 2.0 2.9
PF (LUX)-EUR Liq-Pdi EU MM LUX 08/14 EUR 97.86 0.9 2.0 2.9
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 08/14 EUR 102.37 0.5 1.7 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 08/14 EUR 101.01 0.5 1.7 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 08/14 EUR 361.60 18.2 –20.5 –24.2
PF (LUX)-EuSust Eq-Pca EU EQ LUX 08/14 EUR 118.95 17.6 –17.0 –21.8
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 08/14 USD 228.02 20.4 13.4 9.3
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 08/14 USD 155.11 20.4 13.4 9.3
PF (LUX)-Gr China-Pca AS EQ LUX 08/17 USD 305.05 43.4 –4.0 –2.8
PF (LUX)-Indian Eq-Pca EA EQ LUX 08/17 USD 285.02 48.7 –13.4 –8.6
PF (LUX)-Jap Index-Pca JP EQ LUX 08/17 JPY 9121.08 12.0 –23.7 –19.6
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 08/17 JPY 7952.55 8.9 –28.7 –24.7
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 08/17 JPY 7731.65 8.5 –29.1 –25.2
PF (LUX)-JpEq130/30-Pca JP EQ LUX 08/17 JPY 4480.60 14.1 –23.3 –19.4
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 07/23 USD 45.27 9.1 –53.3 NS
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 08/13 USD 47.48 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 08/17 USD 227.29 43.6 –10.1 –3.9
PF (LUX)-Piclife-Pca CH BA LUX 08/14 CHF 758.29 10.0 –4.5 –6.2
PF (LUX)-PremBrnds-Pca OT EQ LUX 08/14 EUR 55.87 26.6 –10.7 –17.5
PF (LUX)-Rus Eq-Pca OT OT LUX 08/14 USD 46.19 102.2 –39.5 NS
PF (LUX)-Security-Pca GL EQ LUX 08/14 USD 86.51 21.1 –10.3 –12.0
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 08/14 EUR 412.67 26.5 –18.8 –21.4
PF (LUX)-US Eq-Ica US EQ LUX 08/14 USD 92.37 13.1 –22.0 –13.6
PF (LUX)-USA Index-Pca US EQ LUX 08/14 USD 81.30 12.2 –20.6 –15.6
PF (LUX)-USD Gov Bds-Pca US BD LUX 08/14 USD 506.60 –4.5 5.1 6.1
PF (LUX)-USD Gov Bds-Pdi US BD LUX 08/14 USD 371.73 –4.5 5.1 6.1

PF (LUX)-USD Liq-Pca US MM LUX 08/14 USD 130.94 0.6 1.2 2.3
PF (LUX)-USD Liq-Pdi US MM LUX 08/14 USD 85.50 0.6 1.2 2.3
PF (LUX)-USD Sov Liq-Pca OT OT LUX 08/14 USD 101.56 0.3 1.3 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 08/14 USD 100.85 0.3 1.3 NS
PF (LUX)-Water-Pca GL EQ LUX 08/14 EUR 112.46 9.2 –17.6 –14.8
PF (LUX)-WldGovBds-Pca GL BD LUX 08/17 USD 162.91 –1.2 8.7 8.2
PF (LUX)-WldGovBds-Pdi GL BD LUX 08/17 USD 134.85 –1.2 8.7 8.2

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 08/14 USD 11.22 43.1 –12.4 –11.5
Japan Fund USD JP EQ IRL 08/17 USD 16.50 12.3 13.0 –1.0
Polar Healthcare Class I USD OT OT IRL 08/14 USD 11.64 NS NS NS
Polar Healthcare Class R USD OT OT IRL 08/14 USD 11.64 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 08/12 USD 110.03 89.0 –6.9 –2.0

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 08/14 EUR 630.39 11.9 –20.9 NS
Core Eurozone Eq B EU EQ IRL 08/14 EUR 749.90 14.0 –17.5 NS
Euro Fixed Income A EU BD IRL 08/14 EUR 1196.94 5.7 –1.4 –2.7
Euro Fixed Income B EU BD IRL 08/14 EUR 1274.92 6.1 –0.8 –2.1
Euro Small Cap A EU EQ IRL 08/14 EUR 1090.40 28.6 –20.2 –25.9
Euro Small Cap B EU EQ IRL 08/14 EUR 1165.35 29.1 –19.7 –25.5
Eurozone Agg Eq A EU EQ IRL 08/14 EUR 586.41 18.0 –20.3 –22.2
Eurozone Agg Eq B EU EQ IRL 08/14 EUR 840.84 18.4 –19.8 –21.7
Glbl Bd (EuroHdg) A GL BD IRL 08/14 EUR 1328.62 11.0 3.9 2.0
Glbl Bd (EuroHdg) B GL BD IRL 08/14 EUR 1407.03 11.4 4.6 2.6
Glbl Bd A EU BD IRL 08/14 EUR 1064.74 8.6 8.2 1.2
Glbl Bd B EU BD IRL 08/14 EUR 1131.38 9.0 8.9 1.8
Glbl Real Estate A OT EQ IRL 08/14 USD 800.51 20.1 –27.3 –21.1
Glbl Real Estate B OT EQ IRL 08/14 USD 823.39 20.5 –26.9 –20.6
Glbl Real Estate EH-A OT EQ IRL 08/14 EUR 729.22 16.2 –28.5 –22.7
Glbl Real Estate SH-B OT EQ IRL 08/14 GBP 68.28 15.2 –29.3 –22.3
Glbl Strategic Yield A EU BD IRL 08/14 EUR 1436.84 27.1 –1.3 –1.2
Glbl Strategic Yield B EU BD IRL 08/14 EUR 1534.17 27.6 –0.7 –0.6
Japan Equity A JP EQ IRL 08/14 JPY 12554.00 21.5 –17.7 –22.4
Japan Equity B JP EQ IRL 08/14 JPY 13350.00 21.9 –17.2 –21.9
PacBasn (Ex-Jap) Eq A AS EQ IRL 08/14 USD 2004.32 55.8 –1.3 –7.4
PacBasn (Ex-Jap) Eq B AS EQ IRL 08/14 USD 2134.17 56.4 –0.7 –6.8
Pan European Eq A EU EQ IRL 08/14 EUR 864.41 20.3 –19.3 –21.0
Pan European Eq B EU EQ IRL 08/14 EUR 919.37 20.7 –18.9 –20.5
US Equity A US EQ IRL 08/14 USD 785.20 17.3 –22.8 –15.0
US Equity B US EQ IRL 08/14 USD 838.78 17.8 –22.3 –14.5
US Small Cap A US EQ IRL 08/14 USD 1158.06 15.2 –26.1 –16.8
US Small Cap B US EQ IRL 08/14 USD 1237.84 15.6 –25.7 –16.3

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 08/17 EUR 13.27 –6.1 13.2 11.5
Asset Sele C H-CHF OT OT LUX 08/17 CHF 92.23 NS NS NS
Asset Sele C H-GBP OT OT LUX 08/17 GBP 93.05 NS NS NS
Asset Sele C H-JPY OT OT LUX 08/17 JPY 9257.72 NS NS NS
Asset Sele C H-NOK OT OT LUX 08/17 NOK 106.45 –5.4 NS NS
Asset Sele C H-SEK OT OT LUX 08/17 SEK 133.46 –6.4 14.2 11.8
Asset Sele C H-USD OT OT LUX 08/17 USD 92.94 NS NS NS
Asset Sele D H-SEK OT OT LUX 08/17 SEK 125.25 –6.4 NS NS
Choice Global Value -C- GL EQ LUX 08/17 SEK 67.16 11.6 –24.7 –25.3
Choice Global Value -D- OT OT LUX 08/17 SEK 64.35 11.6 –24.7 NS
Choice Global Value -I- OT OT LUX 08/17 EUR 5.81 19.4 –30.6 –28.2
Choice Japan Fd -C- OT OT LUX 08/17 JPY 49.71 10.6 –23.0 –20.8
Choice Japan Fd -D- OT OT LUX 08/17 JPY 44.70 10.6 –23.0 –20.8
Choice Jpn Chance/Risk JP EQ LUX 08/17 JPY 52.04 16.2 –26.7 –22.9
Choice NthAmChance/Risk US EQ LUX 08/17 USD 3.47 24.0 –27.5 –14.5
Ethical Europe Fd OT OT LUX 08/17 EUR 1.72 15.5 –26.4 –25.0
Europe 1 Fd OT OT LUX 08/17 EUR 2.48 19.1 –24.9 –24.6
Europe 3 Fd EU EQ LUX 08/17 EUR 3.64 19.3 –24.8 –24.4
Global Chance/Risk Fd GL EQ LUX 08/17 EUR 0.53 13.3 –19.6 –19.6
Global Fd -C- OT OT LUX 08/17 USD 1.88 16.3 –22.8 –18.1
Global Fd -D- OT OT LUX 08/17 USD 1.17 12.6 NS NS
Nordic Fd OT OT LUX 08/17 EUR 4.96 23.4 –12.4 –14.1

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 08/17 USD 6.37 40.6 –8.4 –6.6
Choice Asia ex. Japan -D- OT OT LUX 08/14 USD 1.17 46.4 NS NS
Currency Alpha EUR -IC- OT OT LUX 08/17 EUR 10.44 –4.4 –2.7 1.1

Currency Alpha EUR -RC- OT OT LUX 08/17 EUR 10.35 –4.7 –3.1 0.7
Currency Alpha SEK -ID- OT OT LUX 08/17 SEK 97.11 –8.1 –6.6 NS
Currency Alpha SEK -RC- OT OT LUX 08/17 SEK 106.45 –4.7 –3.1 0.7
Generation Fd 80 OT OT LUX 08/17 SEK 7.22 13.1 –11.1 NS
Nordic Focus EUR NO EQ LUX 08/17 EUR 67.25 34.8 –18.7 NS
Nordic Focus NOK NO EQ LUX 08/17 NOK 72.99 34.8 –18.7 NS
Nordic Focus SEK NO EQ LUX 08/17 SEK 73.63 34.8 –18.7 NS
Russia Fd OT OT LUX 08/17 EUR 6.27 87.8 –35.8 –21.7

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 08/17 USD 1.63 17.1 –21.1 –16.2
Ethical Glbl Fd -C- OT OT LUX 08/17 USD 0.75 13.9 NS NS
Ethical Glbl Fd -D- OT OT LUX 08/17 USD 0.73 22.2 –18.4 –15.8
Ethical Sweden Fd NO EQ LUX 08/17 SEK 36.92 33.9 1.1 –9.6
Index Linked Bd Fd SEK OT BD LUX 08/17 SEK 12.90 1.3 2.1 4.2
Medical Fd OT EQ LUX 08/17 USD 2.93 2.1 –18.5 –9.0
Short Medium Bd Fd SEK NO MM LUX 08/17 SEK 8.80 1.1 1.8 2.7
Technology Fd -C- OT OT LUX 08/17 USD 0.18 NS NS NS
Technology Fd -D- OT OT LUX 08/17 USD 2.13 36.8 –15.7 –8.2
World Fd -C- OT OT LUX 08/17 USD 25.57 NS NS NS
World Fd -D- OT OT LUX 08/17 USD 1.94 21.0 –16.1 –11.2

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 08/17 EUR 1.27 0.1 0.2 1.4
Short Bond Fd EUR -D- OT OT LUX 08/17 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 08/17 SEK 21.93 1.7 2.0 2.8
Short Bond Fd USD US MM LUX 08/17 USD 2.49 –0.2 0.4 1.6

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 08/17 SEK 10.21 1.4 –1.3 0.2
Alpha Bond Fd SEK -B- NO BD LUX 08/17 SEK 8.84 1.4 –1.3 0.2
Alpha Bond Fd SEK -C- NO BD LUX 08/17 SEK 25.55 1.3 –1.5 0.0
Alpha Bond Fd SEK -D- NO BD LUX 08/17 SEK 7.96 1.3 –1.5 0.0
Alpha Short Bd SEK -A- NO MM LUX 08/17 SEK 11.07 2.4 2.7 3.3
Alpha Short Bd SEK -B- NO MM LUX 08/17 SEK 10.13 2.4 2.7 3.3
Alpha Short Bd SEK -C- NO MM LUX 08/17 SEK 21.65 2.4 2.6 3.2
Alpha Short Bd SEK -D- NO MM LUX 08/17 SEK 8.19 2.4 2.6 3.2
Bond Fd SEK -C- NO BD LUX 08/17 SEK 42.18 1.5 9.7 5.9
Bond Fd SEK -D- NO BD LUX 08/17 SEK 12.25 1.6 9.7 5.4
Corp. Bond Fd EUR -C- EU BD LUX 08/17 EUR 1.22 11.7 3.2 1.4
Corp. Bond Fd EUR -D- EU BD LUX 08/17 EUR 0.93 11.8 3.3 1.3
Corp. Bond Fd SEK -C- NO BD LUX 08/17 SEK 12.09 12.5 0.0 0.3
Corp. Bond Fd SEK -D- NO BD LUX 08/17 SEK 9.14 12.5 0.0 0.4
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 08/17 EUR 102.94 –0.9 3.8 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 08/17 EUR 107.35 3.7 8.3 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 08/17 SEK 1103.67 3.7 8.3 NS
Flexible Bond Fd -C- NO BD LUX 08/17 SEK 21.32 2.2 5.8 4.4
Flexible Bond Fd -D- NO BD LUX 08/17 SEK 11.66 2.2 5.7 4.4

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 08/17 USD 2.18 41.8 –15.9 –5.6
Eastern Europe Fd OT OT LUX 08/17 EUR 2.18 27.8 –27.1 –21.2

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 08/17 SEK 25.87 54.1 7.9 –10.1
Eastern Europe SmCap Fd OT OT LUX 08/17 EUR 2.04 56.0 –27.9 –26.2
Europe Chance/Risk Fd EU EQ LUX 08/17 EUR 916.20 20.2 –27.8 –26.4
Listed Private Equity -C- OT OT LUX 08/17 EUR 114.27 38.7 NS NS
Listed Private Equity -IC- OT OT LUX 08/17 EUR 66.26 60.4 NS NS
Listed Private Equity -ID- OT OT LUX 08/17 EUR 64.34 56.0 NS NS
Nordic Small Cap -IC- OT OT LUX 08/17 EUR 114.67 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 08/17 SEK 76.78 –4.1 –21.6 –13.4
Asset Sele Defensive Acc EUR -C- OT OT LUX 08/17 EUR 98.02 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 08/17 SEK 98.18 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 08/17 USD 99.29 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 08/17 SEK 70.14 –4.2 –21.6 –14.7
Asset Sele Opp C H NOK OT OT LUX 08/17 NOK 95.35 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 08/17 SEK 94.43 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 08/17 EUR 95.02 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 08/17 GBP 95.00 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 08/17 SEK 95.11 NS NS NS
Asset Sele Original C EUR OT OT LUX 08/17 EUR 98.06 NS NS NS
Asset Sele Original D GBP OT OT LUX 08/17 GBP 98.26 NS NS NS
Asset Sele Original ID GBP OT OT LUX 08/17 GBP 98.12 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 08/13 AED 5.87 28.0 –49.4 –17.4

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 08/14 EUR 28.94 2.1 –5.9 2.0
Bonds Eur Corp A OT OT LUX 08/13 EUR 22.54 8.7 4.0 1.0
Bonds Eur Hi Yld A OT OT LUX 08/13 EUR 18.95 42.5 –1.1 –6.0
Bonds EURO A OT OT LUX 08/14 EUR 40.79 3.3 9.1 5.6
Bonds Europe A OT OT LUX 08/13 EUR 39.07 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 08/14 USD 35.71 13.3 13.5 8.9
Bonds World A OT OT LUX 08/13 USD 41.26 3.6 7.9 9.0
Eq. China A OT OT LUX 08/14 USD 21.77 45.7 7.4 –8.7
Eq. ConcentratedEuropeA OT OT LUX 08/14 EUR 24.52 19.0 –21.3 –22.4
Eq. Eastern Europe A OT OT LUX 08/14 EUR 18.83 42.5 –41.4 –31.8
Eq. Equities Global Energy OT OT LUX 08/14 USD 16.01 12.3 –31.2 –13.9
Eq. Euroland A OT OT LUX 08/14 EUR 9.65 5.3 –25.3 –25.3
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 08/14 EUR 15.92 15.9 –22.0 –19.2
Eq. EurolandFinancialA OT OT LUX 08/14 EUR 11.03 31.0 –20.5 –25.2
Eq. Glbl Emg Cty A OT OT LUX 08/14 USD 8.54 42.9 –16.0 –13.4
Eq. Global A OT OT LUX 08/14 USD 25.11 19.4 –18.0 –18.2
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 08/14 USD 25.49 21.9 11.4 1.1
Eq. Japan Sm Cap A OT OT LUX 08/14 JPY 1137.94 25.7 –5.2 –23.2
Eq. Japan Target A OT OT LUX 08/17 JPY 1798.01 14.9 –1.4 –8.2
Eq. Pacific A OT OT LUX 08/14 USD 9.03 41.4 –10.3 –11.1
Eq. US ConcenCore A OT OT LUX 08/14 USD 19.59 20.6 –18.4 –11.4
Eq. US Lg Cap Gr A OT OT LUX 08/14 USD 13.63 26.5 –27.3 –14.8
Eq. US Mid Cap A OT OT LUX 08/13 USD 26.25 31.0 –21.4 –13.7
Eq. US Multi Strg A OT OT LUX 08/13 USD 19.57 22.5 –24.7 –17.1
Eq. US Rel Val A OT OT LUX 08/14 USD 18.90 21.7 –24.9 –21.2
Eq. US Sm Cap Val A OT OT LUX 08/14 USD 14.85 14.8 –35.1 –25.7
Eq. US Value Opp A OT OT LUX 08/14 USD 14.81 14.3 –33.5 –26.3
Money Market EURO A OT OT LUX 08/14 EUR 27.36 0.9 2.5 3.4
Money Market USD A OT OT LUX 08/14 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 08/17 JPY 9400.00 9.3 –23.2 –26.1
YMR-N Japan Fund OT OT IRL 08/17 JPY 10362.00 9.8 –24.9 –24.1
YMR-N Small Cap Fund OT OT IRL 08/17 JPY 7408.00 15.4 –14.0 –25.2

n Yuki 77 Series
Yuki 77 General JP EQ IRL 08/17 JPY 6439.00 9.1 –27.8 –25.6
Yuki 77 Growth JP EQ IRL 08/17 JPY 6015.00 1.7 –32.9 –30.5

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 08/17 JPY 6716.00 7.6 –27.6 –25.9
Yuki Chugoku JpnLowP JP EQ IRL 08/17 JPY 8556.00 4.5 –18.5 –19.5

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 08/17 JPY 7226.00 6.8 –27.9 –26.9

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 08/17 JPY 4768.00 4.8 –31.7 –26.2
Yuki Hokuyo Jpn Inc JP EQ IRL 08/17 JPY 5503.00 4.2 –26.5 –20.2
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 08/17 JPY 5435.00 15.5 –13.6 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 08/17 JPY 4574.00 7.6 –34.2 –29.5
Yuki Mizuho Jpn Dyn Gro OT OT IRL 08/17 JPY 4879.00 8.6 –33.7 –30.1
Yuki Mizuho Jpn Exc 100 OT OT IRL 08/17 JPY 6909.00 13.2 –28.0 –26.4
Yuki Mizuho Jpn Gen OT OT IRL 08/17 JPY 8780.00 9.5 –25.2 –25.9
Yuki Mizuho Jpn Gro OT OT IRL 08/17 JPY 6674.00 6.7 –23.2 –26.5
Yuki Mizuho Jpn Inc OT OT IRL 08/17 JPY 7922.00 –0.4 –30.0 –23.9
Yuki Mizuho Jpn Lg Cap OT OT IRL 08/17 JPY 5263.00 5.6 –28.0 –25.4
Yuki Mizuho Jpn LowP OT OT IRL 08/17 JPY 12623.00 11.4 –13.3 –16.8
Yuki Mizuho Jpn PGth OT OT IRL 08/17 JPY 8422.00 10.2 –27.7 –27.3
Yuki Mizuho Jpn SmCp OT OT IRL 08/17 JPY 7456.00 21.6 –12.8 –24.3
Yuki Mizuho Jpn Val Sel OT OT IRL 08/17 JPY 5960.00 14.8 –20.1 –20.9
Yuki Mizuho Jpn YoungCo OT OT IRL 08/17 JPY 3062.00 28.3 –15.0 –33.0

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 08/17 JPY 5072.00 12.7 –31.8 –28.0

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 08/17 JPY 5539.00 8.6 –26.6 –26.2

Continued from previous page

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 07/31 USD 1355.14 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 07/31 USD 1687.07 2.7 7.0 6.4
CMA MultiHdge Lvrgd OT OT CYM 07/31 USD 946.07 –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 –0.5 –22.8 –15.1

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 07/31 GBP 1.00 5.3 NS NS
Global Absolute EUR OT OT NA 07/31 EUR 1.48 5.9 NS NS
Global Absolute USD OT OT GGY 07/31 USD 1.89 5.6 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 07/31 EUR 82.39 5.1 NS NS
Special Opp Inst EUR OT OT CYM 07/31 EUR 77.61 5.2 NS NS
Special Opp Inst USD OT OT CYM 07/31 USD 87.94 6.0 NS NS

Special Opp USD OT OT CYM 07/31 USD 86.38 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 07/31 CHF 106.05 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 07/31 GBP 125.89 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 07/31 USD 106.35 6.4 NS NS
GH FUND S EUR OT OT CYM 07/31 EUR 121.65 6.2 NS NS
GH FUND S GBP OT OT JEY 07/31 GBP 125.98 5.7 NS NS
GH Fund S USD OT OT CYM 07/31 USD 142.57 6.6 NS NS
GH Fund USD OT OT GGY 07/31 USD 261.23 5.8 NS NS
Hedge Investments OT OT JEY 07/17 USD 131.48 6.1 NS NS
Leverage GH USD OT OT GGY 07/31 USD 110.58 10.6 NS NS
MultiAdv Arb CHF Hdg OT OT JEY 07/31 CHF 90.21 6.4 NS NS
MultiAdv Arb EUR Hdg OT OT JEY 07/31 EUR 97.77 7.1 NS NS
MultiAdv Arb GBP Hdg OT OT JEY 07/31 GBP 105.32 7.5 NS NS
MultiAdv Arb S EUR OT OT CYM 07/31 EUR 104.03 7.6 NS NS
MultiAdv Arb S GBP OT OT CYM 07/31 GBP 108.70 7.9 NS NS
MultiAdv Arb S USD OT OT CYM 07/31 USD 118.80 8.5 NS NS
MultiAdv Arb USD OT OT GGY 07/31 USD 184.08 9.1 –14.1 –9.7

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 07/31 EUR 98.38 10.9 –7.5 –6.4
Asian AdvantEdge OT OT JEY 07/31 USD 180.33 11.3 –5.3 –5.1
Emerg AdvantEdge OT OT JEY 07/31 USD 160.94 14.7 –12.0 –8.8
Emerg AdvantEdge EUR OT OT JEY 07/31 EUR 89.67 14.2 –15.4 –10.9
Europ AdvantEdge EUR OT OT JEY 07/31 EUR 124.57 8.1 –7.8 –7.2
Europ AdvantEdge USD OT OT JEY 07/31 USD 131.97 8.2 –6.1 –6.4
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 07/31 EUR 104.13 5.4 NS NS
Real AdvantEdge USD OT OT NA 07/31 USD 104.13 5.5 NS NS
Trading Adv JPY OT OT NA 07/31 JPY 9505.75 NS NS NS
Trading AdvantEdge OT OT GGY 07/31 USD 144.34 –4.8 –0.6 8.6
Trading AdvantEdge EUR OT OT GGY 07/31 EUR 131.30 –4.6 –0.3 8.2
Trading AdvantEdge GBP OT OT GGY 07/31 GBP 138.41 –4.9 0.4 9.9
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 08/14 USD 271.93 41.5 –55.2 –40.5
Antanta MidCap Fund EE EQ AND 08/14 USD 468.06 61.5 –64.2 –45.1
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 3.7 –9.1 NS
Key Europe Long/Short EUR -RC- OT OT LUX 07/31 EUR 87.48 3.4 –9.6 NS

n SEB KEY Hedge

Key Hedge EUR -IC- OT OT LUX 07/31 EUR 99.04 9.2 0.0 NS
Key Hedge EUR-RC- OT OT LUX 07/31 EUR 98.43 8.9 –0.5 NS

n SEB KEY Market Independent II
Key Market Independent II EUR -RC- OT OT LUX 07/31 EUR 93.43 10.2 –3.3 NS
Key Market Independent II SEK -I- OT OT LUX 07/31 SEK 90.92 10.7 –3.4 NS

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 07/31 EUR 85.04 6.8 –12.7 NS
Key Recovery -RC- OT OT LUX 07/31 EUR 84.51 6.5 –13.2 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 –52.1 –27.5 –3.9
Superfund GCT USD* OT OT LUX 08/11 USD 2071.00 –43.3 –27.0 –5.9
Superfund Gold A (SPC) OT OT CYM 08/11 USD 828.98 –28.7 NS 8.7
Superfund Gold B (SPC) OT OT CYM 08/11 USD 794.30 –41.1 NS 3.6
Superfund Q-AG* OT OT AUT 08/11 EUR 6186.00 –29.4 –14.9 –0.7

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

NAV % RETURN
FUND NAME GF DATE CR NAV 1-WK 1-MO 1-Q 1-YR 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

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

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 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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Road to midterm elections looks rough for Democrats
By Gerald F. Seib

In a normal political cycle, Demo-
crats would look at the electoral indi-
cators right now and say: Get out
the Tylenol, because we’re going to
have a big headache next year.

Here’s how they can console
themselves: This isn’t a normal polit-

ical cycle.
Indeed, we’re in

a period now in
which down turns
to up, and up to

down, at about twice the normal
speed. Hence, the next few months
may well be more important than
were the past few in setting the tone
for next year’s crucial midterm elec-
tions. The outcome of the pitched
battle over health care, which right
now is ruining many a Democrat’s
summer vacation, will help deter-
mine that tone, of course. But the X
factor in this equation is the shape
and pace of the economic recovery.

Certainly Democrats have to
hope that trend lines are subject to
change, because they point dis-
tinctly downward for the party right
now. That’s a particular problem for
them, because the coming midterm
is going to be an exceptionally im-
portant one, determining whether
the 2008 victory by Barack Obama
was the start of a long-term Demo-
cratic wave, or whether that wave
will quickly hit the rocks.

The first sobering thought for
Democrats is that they will be fight-
ing history in next year’s midterms.
The first congressional election af-
ter a new president takes office nor-
mally is a tough one for his party,
whichever party that happens to be.

Over the past century, a new pres-
ident’s party has lost an average of
28 seats in the House in his first mid-
term. Only twice during that cen-
tury has the president’s party man-
aged to gain seats, most recently
when George W. Bush and his Repub-
lican Party picked up eight seats in
2002, in the wake of the 2001 terror-
ist attacks.

More common are substantial
losses; Bill Clinton’s Democrats lost
a whopping 52 seats in 1994.

So the potential for a substantial
erosion of the Democrats’ current
comfortable majorities in Congress
is very real, if history is any guide.
At the moment, Democrats have a
79-seat majority in the House, 256
to 177, with two vacancies. In the Sen-
ate, if you count independents who
tend to vote with the Democrats,
they have a 60-40 majority.

Yet it isn’t just history working
against Democrats, but the current
political climate. The latest Wall
Street Journal/NBC News poll is a
pretty good barometer.

The readings there start out rea-
sonably well for Democrats. When
Americans were asked whether they
would prefer next year’s election to
produce a Congress controlled by
Democrats or Republicans, Demo-
crats still are preferred, by a 46% to
39% margin.

But the party’s weaknesses show
up quickly thereafter. That’s the
smallest margin Democrats have
held on the party-control question
since April 2006. White males now
say by a double-digit margin that
they want a Republican-controlled
Congress. And white women, who in
previous polls said by a comfortable

margin that they preferred a Demo-
cratic Congress, now are split
evenly on the question.

Though Americans still say they
think Democrats can do a better job
managing the economy than Repub-
licans can, that margin has nar-
rowed to just six percentage points.
Meanwhile, those polled gave Re-
publicans the advantage on reduc-
ing the deficit, controlling govern-
ment spending and dealing with
taxes—all areas where Democrats
were preferred previously.

Moreover, just one in four Ameri-
cans say they approve of the job the
(Democrat-controlled) Congress is
doing, and House Speaker Nancy
Pelosi is viewed positively by only
25% of those surveyed. Want to
guess who Republicans will try to
make the face of the Democrats next
year?

Finally, Democrats face some
structural problems. As the major-
ity party, they have more House
seats to defend than do the Republi-
cans. The ones with the toughest

road ahead are the 48 House Demo-
crats who won last year in districts
carried by Republican presidential
nominee John McCain. All told, the
Cook Political Report, the bible for
those tracking congressional races,
lists 23 Democrats as vulnerable,
compared with 13 Republicans.

Still…
The picture isn’t as bad in Sen-

ate races for Democrats. More im-
portant, the election is being held
in the fall of 2010, not the fall of
2009. The political climate figures
to be quite different if Democrats
manage to pull something resem-
bling a victory from the current
health debate—or if, as Democratic
strategist James Carville suggests,
they manage to paint Republicans
as intransigents who stood in the
way of progress.

Perhaps more important is
whether most Americans start to
feel by early next year that the econ-
omy really is recovering from the
worst recession in seven decades.
That will determine whether Demo-
crats can claim that their economic
stimulus, financial-sector rescue
packages and housing recovery
plans worked. The real statistics to
watch are economic growth and un-
employment in next year’s second
and third quarters.

When does the cement start to
harden on public attitudes? Charlie
Cook, editor of the Cook Report,
guesses next summer. But he also
notes that the only question is the
amount of difficulty Democrats
face. “We don’t know how bad for
Democrats this is going to be,” he
says, “but the debate is over the de-
gree, not the direction.”

Promise of U.S. post-partisan era fades
More voters turn against Obama amid disappointment over president’s handling of economy, health care

By Jonathan Weisman

WASHINGTON—U.S. President
Barack Obama’s hoped-for era of
post-partisan politics is receding
amid fiery town-hall meetings, pro-
tests and poll numbers that show
the rise of a small but virulent core
of Obama opponents.

Mr. Obama campaigned for the
White House as the leader who
wouldbringtheU.S.beyondtheparti-
san warfare of the Clinton and Bush
years. The appeal won over indepen-
dents and even secured the presi-
dent a toehold among Republicans.

Six months into his presidency,
however, a clear divide has re-
emerged.

For some Obama critics, it was
brought on by the failing economy. “I
thought he would’ve turned it
around by now,” said Louis Thorn-
ton, 44 years old, from Lancing,
Tenn., who identified himself late
last month to Wall Street Jour-
nal/NBC News pollsters as a strong
Democrat who feels “very negative”
about the president.

The promise of change and the
appeal of a post-partisanship era
may have allowed voters to project
the programs they wanted on Mr.
Obama, the candidate. Now that he
is president, some are disappointed.

“We didn’t understand his
agenda,”saidLeahWolczko,a42-year-
old high-school biology teacher from
Manchester, N.H., who described her-
selfasapoliticalindependentwhohad

supported Mr. Obama but failed to
vote in November. “He said change,
hope, change—beautiful ideas, but
whentheystart talkingspecifics,well,
now we’ve got some problems.” She
was among the protesters outside a

Portsmouth town-hall meeting last
week.

Republicans say Mr. Obama drew
ill will with an ambitious, ideologi-
cally tinged agenda that he has
pushed with haste.

Democratic officials blame Re-
publicans for seeking to sow dissent
from the start. From the beginning of
theObama administration, suchpop-
ular conservative talkers as Rush
Limbaugh declared they wanted the

president’s agenda to fail.
White House spokesman Robert

GibbssaidMr. Obama hasn’tgiven up
his goal of bridging the partisan di-
vide but is realistic. “I don’t think the
president ever believed that all of the
people were going to agree with him
allof thetime,or certainly thatall the
people would even agree with him a
majority of the time,” he said.

When Mr. Obama was inaugu-
rated in January, only 6% of the coun-
try felt “very negative” about him,
while 43% felt “very positive.” Even
some ardent opponents of his posi-
tions on such issues as abortion said
they wanted to give him a chance.

In the Wall Street Journal/NBC
News poll of 1,011 adults taken from
July24throughJuly27,thepresident’s
base of support remained relatively
high and still firm—37% still felt “very
positive” about him. His overall ap-
proval rating stood at 53%. But that
“very negative” set has more than tri-
pledsincethebeginningoftheyear,hit-
ting 20% nationally, 25% in the South,
23%amongthose65andover,and24%
among men 50 and over.

Although a minority, the anti-
Obama core has grown since April’s
anti-Obama “tea parties” protesting
federal government spending. Anti-
Obama paraphernalia has hit stores in
competition with the still-hot-selling
pro-Obama accoutrement: “Don’t
Blame Me. I voted for McCain” on
bumper stickers and “So…How’s That
Whole ‘Hopey Changey’ Thing Work-
ing Out For Ya?” on T-shirts.

ECONOMY & POLITICS

A rough history
Losses or gains in the U.S. House of Representatives by a new president’s 
party in first midterm after election:

President
(year)

Party’s
Change
in House

Carter ’78 Reagan ’82 Bush ’90 Clinton ’94 Bush ’02
Democrat Republican Republican Democrat Republican

-15

-26

-8

-52

+8

Source: Cook Political Report
Photos: Associated Press (5)

U.S. President Barack Obama speaks Monday at the annual Veterans of Foreign Wars National Convention in Phoenix. His
campaign won over many independent voters, but some are now disappointed in his performance in office.

CAPITAL
JOURNAL

A
ge

nc
e

Fr
an

ce
-P

re
ss

e/
G

et
ty

Im
ag

es

T H E WA L L ST R E ET JO U R NA L . TUESDAY, AUGUST 18, 2009 9

Gl High Yield I US BD LUX 08/14 USD 3.92 41.0 0.0 0.2
Gl Value A GL EQ LUX 08/14 USD 10.08 18.7 –27.7 –24.3
Gl Value B GL EQ LUX 08/14 USD 9.30 18.0 –28.4 –25.0
Gl Value I GL EQ LUX 08/14 USD 10.69 19.3 –27.2 –23.7
India Growth A - OT OT LUX 08/14 USD 104.91 NS NS NS
India Growth AX OT OT LUX 08/14 USD 91.61 58.6 –4.4 –3.0
India Growth B - OT OT NA 08/14 USD 110.32 NS NS NS
India Growth BX OT OT LUX 08/14 USD 78.60 57.6 –5.3 –3.9
India Growth I EA EQ LUX 08/14 USD 94.76 59.0 –4.1 –2.7
Int'l Health Care A OT EQ LUX 08/14 USD 121.81 3.7 –19.6 –12.0
Int'l Health Care B OT EQ LUX 08/14 USD 103.13 3.1 –20.4 –12.9
Int'l Health Care I OT EQ LUX 08/14 USD 132.69 4.3 –18.9 –11.3
Int'l Technology A OT EQ LUX 08/14 USD 93.82 28.3 –23.3 –14.4
Int'l Technology B OT EQ LUX 08/14 USD 81.60 27.5 –24.0 –15.2
Int'l Technology I OT EQ LUX 08/14 USD 104.88 28.9 –22.6 –13.7
Japan Blend A JP EQ LUX 08/14 JPY 6223.00 16.0 –23.8 –24.1
Japan Growth A JP EQ LUX 08/14 JPY 6010.00 8.0 –25.4 –25.0
Japan Growth I JP EQ LUX 08/14 JPY 6167.00 8.6 –24.8 –24.4
Japan Strat Value A JP EQ LUX 08/14 JPY 6325.00 22.6 –23.5 –24.1
Japan Strat Value I JP EQ LUX 08/14 JPY 6473.00 23.2 –22.9 –23.5
Real Estate Sec. A OT EQ LUX 08/14 USD 12.96 21.5 –23.8 –19.0

Real Estate Sec. B OT EQ LUX 08/14 USD 11.89 20.7 –24.6 –19.8
Real Estate Sec. I OT EQ LUX 08/14 USD 13.89 22.1 –23.2 –18.3
Short Mat Dollar A US BD LUX 08/14 USD 7.05 6.7 –2.7 –8.5
Short Mat Dollar A2 US BD LUX 08/14 USD 9.37 7.0 –2.8 –8.5
Short Mat Dollar B US BD LUX 08/14 USD 7.05 6.4 –3.1 –8.9
Short Mat Dollar B2 US BD LUX 08/14 USD 9.34 6.6 –3.2 –9.0
Short Mat Dollar I US BD LUX 08/14 USD 7.05 7.1 –2.1 –8.0

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 08/14 GBP 7.20 8.1 –10.9 –10.3
Andfs. Borsa Global GL EQ AND 08/14 EUR 5.88 1.4 –26.9 –20.8
Andfs. Emergents GL EQ AND 08/14 USD 14.80 48.0 –15.2 –10.0
Andfs. Espanya EU EQ AND 08/14 EUR 12.54 15.9 –8.5 –14.0
Andfs. Estats Units US EQ AND 08/14 USD 13.42 10.1 –24.2 –15.6
Andfs. Europa EU EQ AND 08/14 EUR 7.08 9.1 –19.4 –19.0

Andfs. Franca EU EQ AND 08/14 EUR 8.69 4.9 –21.0 –20.7

Andfs. Japo JP EQ AND 08/14 JPY 511.82 16.8 –19.0 –22.0

Andfs. Plus Dollars US BA AND 08/14 USD 8.94 6.0 –10.8 –7.9

Andfs. RF Dolars US BD AND 08/14 USD 11.05 8.1 –1.9 –0.8

Andfs. RF Euros EU BD AND 08/14 EUR 10.51 17.4 –1.1 –3.0

Andorfons EU BD AND 08/14 EUR 14.00 17.4 –1.8 –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 08/14 EUR 9.05 11.7 –14.1 –11.8

Andorfons Mix 60 EU BA AND 08/14 EUR 8.60 5.8 –24.0 –18.4

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 08/07 USD 206661.83 53.2 –7.1 –11.9

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 08/17 EUR 9.15 –5.7 –8.2 –3.2

DJE-Absolut P GL EQ LUX 08/17 EUR 186.17 6.2 –12.9 –10.5

DJE-Alpha Glbl P EU BA LUX 08/17 EUR 162.99 6.0 –9.8 –7.4
DJE-Div& Substanz P GL EQ LUX 08/17 EUR 195.22 11.6 –7.1 –6.7
DJE-Gold&Resourc P OT EQ LUX 08/17 EUR 147.13 12.6 –6.2 –0.7
DJE-Renten Glbl P EU BD LUX 08/17 EUR 127.30 6.4 4.9 2.4
LuxPro-Dragon I AS EQ LUX 08/17 EUR 136.26 46.8 9.7 –0.9
LuxPro-Dragon P AS EQ LUX 08/17 EUR 132.83 46.4 9.1 –1.9
LuxTopic-Aktien Europa EU EQ LUX 08/17 EUR 15.98 11.5 –3.8 –5.3
LuxTopic-Pacific AS EQ LUX 08/17 EUR 14.14 56.2 –15.8 –14.4

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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Asian markets fall sharply
Commodity issues
slide across region;
Japan exporters sink

New private-equity funds
target Chinese investors

Shanghai stocks take a 5.8% tumble

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

By Phani Kumar

And Colin Ng

Shanghai shares led a sharp de-
cline in Asian markets Monday,
with China’s benchmark index
dropping 5.8% as lower commod-
ity prices, persistent worries over
tightening in bank loans and weak
economic data damped investor
sentiment.

Hong Kong shares slid 3.6%,
weighed down by Shanghai’s per-
formance as well as a steep fall in
U.S. stock futures and commodity
prices. In Tokyo, the Nikkei Stock
Average of 225 companies fell
3.1%.

“The U.S. fall on Friday helped
to reduce the risk appetite for spec-
ulators holding Asian assets, said
Ben Collett, head of cash equities
at TFS Derivatives. “What we’re
seeing is guys getting a little risk
averse and cutting their losses.”

Global base-metals and crude
prices were lower again Monday,
after steep falls Friday that were
spurred by the unexpected drop in
the latest survey of U.S. consumer
confidence.

Commodity-related companies
were weak around the region. BHP
Billiton lost 3% and Rio Tinto fell
4.8% in Sydney, Tata Steel dropped
6.8% in Mumbai, Inpex gave up
4.8% in Tokyo and Korea Zinc shed
5.9% in Seoul.

China’s Shanghai Composite in-
dex posted its biggest percentage
drop since November, falling

176.34 points to 2870.63, its first
close below 3000 since the end of
June. In Shenzhen, the main stock
index dropped 6.6%, while Hong
Kong’s Hang Seng Index skidded
755.68 points to 20137.65, led by a
slump in China-related stocks.

Metals stocks were hit espe-
cially hard in China, with Angang
Steel and Yunnan Copper drop-
ping by the day’s 10% limit in Shen-
zhen, while Aluminum Corp. of
China and Jiangxi Copper
dropped as much in Shanghai. Sen-
timent also was hurt after Yunnan
Copper reported a loss for the first
half of the year.

Shanghai’s drop coincided with
data showing foreign direct invest-
ment into China slumped 36% to
$5.36 billion in July from the year-
earlier period.

In Tokyo, the Nikkei Stock Aver-
age fell 328.72 points to 10268.61.
Exporters slid, dragged down by
the yen’s strength as risk-averse in-
vestors bought the low-yielding
currency in search of a perceived
safe haven. Sony lost 4.1% and Toy-
ota Motor gave up 2.7%.

Machinery stocks were hurt by
government data that showed Ja-
pan’s corporate capital outlays fell
4.3% in the April-June quarter, the
fifth consecutive quarter of de-
cline. Fanuc slipped 4.4%.

Insurance stocks dropped after

last week’s series of earthquakes.
Tokio Marine Holdings fell 3.4%.

Some drug makers gained, how-
ever, after the first H1N1 flu death
was reported in Japan over the
weekend. Daiichi Sankyo rose
2.9%. Mask maker Daiwabo Hold-
ing rose 6.7%.

In Mumbai, the Bombay Stock
Exchange’s Sensitive Index fell
4.1% to 14784.92. Concerns over
the impact of poor monsoon rains
weighed on sentiment, dragging
shares of tractor maker Mahindra
& Mahindra down 5.3% and motor-
cycle maker Hero Honda Motors
down 5.9%.

In Sydney, the S&P/ASX 200
dropped 1.6% to 4388.40. Fortes-
cue Metals Group bucked the re-
gional downtrend, gaining 2.9% af-
ter it struck an iron-ore price deal
with China. The pact is the first
China has made in protracted iron-
ore price negotiations, and the
China Iron & Steel Association
said that talks are continuing with
other iron-ore miners.

In Taiwan, the Weighted Index
fell 1.9% to 6931.80. Stocks were
hurt by worries of rising bad debts
and insurance payouts because of
damage and casualties from heavy
floods in the southern part of the is-
land.

In Seoul, the Korean Composite
Stock Price Index fell 2.8% to
1547.06. Shares were pulled lower
by the weaker-than-expected U.S.
consumer-sentiment data re-
leased Friday, said Lee Sun-yup at
Goodmorning Shinhan Securities.
KB Financial Group fell 4.8% and
Samsung Electronics shed 2.5%.
Korean Air Lines sank 5.1% on
news of Korea’s first H1N1 deaths
over the weekend.
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Fortescue Metals
Group bucked the
regional downtrend,
gaining 2.9%.

By Rick Carew

And Ellen Sheng

HONG KONG—More foreign
money managers are betting on the
future of private-equity funds in
China geared toward the country’s
own investors.

The latest entrants to the market
are Asian brokerage CLSA Ltd. and
Hong Kong-based First Eastern In-
vestment Group, both of which are
setting up private-equity funds in
Shanghai that are denominated in
China’s currency and aimed at Chi-
nese investors. News of their deals
follows the announcement on Fri-
day that Blackstone Group LP plans
to raise a five billion yuan ($732 mil-
lion) fund of a similar nature.

“China’s government is open to
having foreigners come in and raise
the level of expertise in the private-eq-
uity industry,” said Jonathan Slone,
chairman and chief executive of
CLSA, in an interview. “We are keen
to have an on-the-ground presence.”

CLSA plans to raise a 10 billion
yuan fund through a joint-venture
with state holding company Shang-
hai Guosheng (Group) Co. The new
fund has lined up investors willing to
commit about five billion yuan in cap-
ital, including one billion yuan from
Shanghai Guosheng, Mr. Slone said.

First Eastern Investment, run by
Hong Kong lawyer Victor Chu, plans
to raise six billion yuan through its
new wholly owned Shanghai subsid-
iary. First Eastern got a license to op-
erate in Shanghai on Friday, said Mr.
Chu, First Eastern’s chairman. The
firm plans to launch two to three

funds as soon as later this year, each
with a different focus such as re-
gional development or local environ-
mental-protection projects, he said.

“We’ve been waiting for this to
happen for the last 10 years,” Mr.
Chu said in an interview. First East-
ern said it already has initiated dis-
cussions with regional governments
in China on cooperative projects in
line with the government’s national
stimulus plan. Mr. Chu said the firm
is close to reaching agreements with
a few regional governments that
will act as fund sponsors.

China’s private-equity industry
has been dominated to date by for-
eign private-equity firms like TPG
and Carlyle Group investing capital
on behalf of international investors.
But in recent years, the government
has pushed to promote a domestic in-
dustry that will allow local investors
to reap the benefit of taking stakes
in companies before they are listed.
After trials with several local institu-
tions, the government is now open-
ing the door to a few foreign firms.

China doesn’t allow the yuan to
trade freely and strictly controls the
flow of capital in and out of the coun-
try, makingit necessary to have a sepa-
rate vehicle onshore to link foreign
money managers and local investors.

Setting up local funds on behalf
of Chinese investors also is ex-
pected to ease regulatory require-
ments for deals because the invest-
ments will be treated as purely do-
mestic. However, such funds also
raise issues about how foreign fund
managers will allocate who gets ac-
cess to deal flow—local investors or
overseas investors.

tor of the nation’s underlying eco-
nomic performance.

The stock-market turnaround
has done little to curb overall enthu-
siasm among economists. Several
have boosted economic growth
forecasts in recent days, while try-
ing to tamp down any worries
Beijing intends to slam on the
brakes. Few anticipate an interest-
rate rise in 2009.

Mr. Peng, of Citigroup, on Mon-
day lifted his 2009 forecast for gross-
domestic-product growth by half a
percentage point to 8.7% and by a
full percentage point for next year to
9.8%, saying in a report that “China’s
growth outlook is just beginning to
show more signs of durability.”

Stock-market weakness Mon-

day was matched by large losses in
Chinese metals and other commodi-
ties on concern that demand for
those materials could fail to fuel a
repeat of the price rises seen ear-
lier in the year if Beijing pulls back
from its stimulus package, or if the
U.S. economy doesn’t pick up as
quickly as hoped.

China’s was the most dramatic
of several Asian market drops on
Monday as investors in the region
question whether financial flows
into stocks have been too specula-
tive and can be supported by corpo-
rate profits.

In Hong Kong, the Hang Seng In-
dex lost 3.6%. Japan’s Nikkei Stock
Average of 225 companies finished
with a 3.1% loss even as Japan’s sec-
ond-quarter GDP registered its

first quarterly growth in five quar-
ters, up 0.9%.

A rush to lock in gains may be
the most powerful factor hurting
China’s stocks. Shanghai and Shen-
zhen outperformed all markets ex-
cept for Peru in the first half of this
year, according to the World Feder-
ation of Exchanges.

The selling could continue. Ex-
change data suggest some closely
watched institutional investors
started to pare holdings last
month, including the national so-
cial-security fund. Guosen Securi-
ties analyst Wang Junqing in Shang-
hai cited market talk about big in-
vestors scaling back stock hold-
ings, “which is a bad signal.”
 —Jin Jing

contributed to this article.
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REUTERS NEWS SERVICE

LAGOS— Nigeria’s all-share in-
dex fell 2.5%, with financial stocks
the heaviest losers after a 400 bil-
lion naira ($2.6 billion) bailout of
five banks knocked investor confi-
dence in the sector.

Shares in the five rescued banks
were suspended before the market
opened on Monday, but other bank-
ing stocks—including First Bank of
Nigeria PLC, Guaranty Trust Bank
PLC, Zenith Bank PLC and United
Bank for Africa PLC—all fell the
maximum 5% limit.

The central bank on Friday in-
jected 400 billion naira ($2.6 bil-
lion) into Afribank Nigeria PLC, Fin-
bank PLC, Intercontinental Bank
PLC, Oceanic Bank PLC and Union
Bank of Nigeria PLC and sacked
their senior management.

The regulator said the undercapi-

talization of the five, which between
them account for 40% of banking sec-
tor credit in Africa’s most populous
nation, posed a systemic risk.

“The shock was too much for the
market to bear. The market is going
to continue to go down,” one Nige-
rian fund manager said, asking not
to be named.

Only six of more than 200 listed
companies saw price gains on Mon-
day, none of them bank stocks.

The central bank has completed
audits of 10 banks, including the five
bailed out. First Bank, Guaranty
Trust and UBA are among those al-
ready given the all clear, but uncer-
tainty about which other banks
could face problems weighed on sen-
timent.

The volume of transactions rose
sharply to 406 million shares traded
from 266 million on Friday.

Bank bailouts hit Nigerian shares
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Seoul backs off new pact
South Korea says
move on tourism
needs official talks

Japan returns to growth
on an increase in exports

By Gordon Fairclough

SEOUL—The South Korean gov-
ernment distanced itself Monday
from an agreement struck between a
South Korean company and North Ko-
rea to restart tourism projects, say-
ing it is a private deal and calling for
official state-to-state negotiations.

Seoul sees the agreement, which
also covers reunions for families
with members split between the
North and South, “positively,” said
Chun Hae-sung, a spokesman for the
South’s unification ministry, which
oversees relations with the North.

But, he said, “the governments of
South and North Korea need to work
out a concrete agreement through
dialogue” before visits by South Ko-
reans to tourist sites in the North
can begin again. A resumption of re-
unions would require talks between
the Red Cross organizations of the
two sides, he said.

Trips by South Koreans to the
Mount Kumgang resort on North Ko-
rea’s east coast were halted after a
North Korean soldier shot and killed
a female South Korean tourist visit-
ing the area last year. The North re-
fused to participate in a joint investi-
gation of the incident.

Since last year, North Korea has
engaged in a series of increasingly
provocative acts, culminating in its
second nuclear test in May. But in re-
cent weeks, Pyongyang has softened
its stance toward the outside world.

This month, the North, after a
visit by former U.S. President Bill
Clinton to Pyongyang, freed two
American journalists who had been
sentenced to 12 years of hard labor
for illegally entering the country.
Last week, it released a South Ko-
rean worker who had been detained

for more than four months.
North Korean leader Kim Jong Il

told Mr. Clinton he wanted better re-
lations with the U.S. and called for
talks between the two countries,
U.S. officials have said.

So far, however, Washington and
Seoul have reacted cautiously to the
North’s moves and pushed for Pyong-
yang to return to six-nation talks—
which include China, Japan and Rus-
sia, as well as the U.S. and the two Ko-
reas—aimed at ending the North’s
nuclear-weapons programs.

On Monday, South Korean Presi-
dent Lee Myung-bak said Seoul
should maintain a “consistent, com-
prehensive and flexible” policy to-
ward the North, according to a state-
ment issued by his office. When Mr.
Lee took office in 2008, he ended a
policy of nearly unconditional aid to
the North, and linked help to
progress on disarmament.

That switch has angered the
North. On Monday, the Rodong Sin-
mun daily ran a commentary criticiz-
ing Mr. Lee’s approach and blaming
him for torpedoing dialogue be-
tween the two Koreas. It called on
Seoul to change its “antireunifica-
tion and confrontational policy.”

Seoul is looking for a sign that
the North is “ready to move along
the path of denuclearization,” said a

senior South Korean official. “Sym-
bolic gestures aren’t enough. It has
to be substantive.”

The official said the North’s inter-
est in restarting the tour programs
and recent efforts by Pyongyang to
extract more benefits from a South
Korean-developed industrial park
in Kaesong, North Korea, are a sign
of the country’s economic difficul-
ties.

“I believe they are feeling some
pressure financially and in other ar-
eas, too” and are intent on cutting
deals with the South that will boost
income for Pyongyang, the senior of-
ficial said.

The chairwoman of Hyundai
Group, Hyun Jung-eun, traveled to
North Korea last week in part to se-
cure the release of the detained
South Korean worker, an employee
of the company’s Hyundai Asan
unit, which manages the Kaesong in-
dustrial park and handled the tour-
ist activities.

She met with Kim Jong Il and dis-
cussed cross-border projects. Early
Monday, the North’s official Korean
Central News Agency reported Hyun-
dai and Pyongyang had agreed to re-
start tours to Mount Kumgang and
the historic city of Kaesong and to re-
sume reunions in time for Korea’s an-
nual harvest holiday on Oct. 3.

Distressed property sales
are seen rising globally

Production output value, 
in millions of U.S. dollars

Number of workers

*2009 figures through June
Source: Kaesong Industrial District Management Committee
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By Ilona Billington

LONDON—The number of coun-
tries experiencing an increase in
distressed sales of commercial
property rose between April and
June this year, and the trend looks
set to continue into 2010, a survey
showed Monday.

In a quarterly survey of 27 coun-
tries by the U.K.’s Royal Institution
of Chartered Surveyors, more than
three-quarters reported an increase
in the number of sales of commer-
cial properties that are under a fore-
closure order or are advertised for
sale by the mortgage provider.

The RICS survey showed that
South Africa reported the biggest in-
crease in distressed sales, followed
by the U.S., New Zealand, Malaysia
and Hungary.

“The number of distressed prop-
erties coming to market rose
across every global region in the
second quarter although record-
low interest rates may be limiting
the pain for some landlords,” said
Oliver Gilmartin, the group’s senior
economist.

Mr. Gilmartin said that because
refinancing costs remain high, the
number of distressed sales in the glo-
bal commercial property market is
set to continue rising.

“Transaction activity in dis-
tressed properties is certainly set to
rise in 2010 as interest from special-
ist funds gains traction,” he said.

RICS also found there was an in-
crease in the number of specialist
funds inquiring about and purchas-
ing distressed properties.

Italy, the U.K., Germany and the
U.S. reported a significant increase
in the number of specialist funds
purchasing commercial properties
under these circumstances.

One reason for the interest
shown in these countries was the
sharp decline in property prices
since the beginning of the credit
crunch in 2007.

The surveying group said thatover
the long term, property yields are be-
ginning to “offer value in some mar-
kets whencompared tohistorical aver-
ages” and this is attracting the inter-
est of longer-term investors, such as
life and pension funds.

Source: U.K. Royal Institution of Chartered Surveyors
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By Megumi Fujikawa

TOKYO—Japan’s economy grew
for the first time since early last year,
providing evidence that the world’s
second-largest economy may be pull-
ing out of its longest recession since
World War II and offering the latest
sign that the world is pulling out of its
economic slump.

But the data released Monday
showed Japan benefited from inven-
tory adjustments and a rise in exports
and government spending—not natu-
ral domestic demand—suggesting lin-
gering structural problems that could
undermine any Japanese recovery.

The nation’s real gross domestic
product grew 0.9% in the second quar-
ter from the prior quarter, an annual
pace of expansion of 3.7%, Cabinet Of-
fice data showed. That was slightly
worse than the 1% quarter-to-quarter
growth and 3.9% annualized expan-
sion forecast by Tokyo-based econo-
mists polled by Dow Jones News-
wires. It was Japan’s first quarter of
GDP growth since the quarter ended
in March 2008.

A positive growth rate could help
the ruling Liberal Democratic Party
mitigate what political analysts ex-
pect to be a sharp defeat in Lower
House general elections on Aug. 30 af-

ter more than 50 years of almost unin-
terrupted rule.

The results offered the latest sign
that the world, with a big push from
Asia, is shrugging off its economic
malaise. Strong exports, particularly
to China and other parts of Asia, were
a driver of Japan’s growth. China’s
$585 billion stimulus package of new
and already-planned spending and
loosened bank lending has acceler-
ated slowing growth, giving the re-
gion a boost. Hong Kong last week
said it pulled out of its recession in
the most recent quarter.

Europe is also pulling out of reces-
sion, with positive growth reported
in the most recent quarters in Ger-
many and France. That is in contrast
to the U.S., where the recession has
eased in severity but where domestic
consumption remains weak.

While surging domestic demand
has been a key part of Asia’s recovery,
Japan’s data highlighted long-term
hindrances to growth at home that
set the nation apart from faster-grow-
ing Asian economies. Much of Japan’s
economic performance in the second
quarter came from exports and gov-
ernment spending rather than im-
proving conditions at home.
 —Michael S. Arnold

contributed to this article.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 08/14 USD 9.36 14.0 –22.7 –18.1

Am Blend Portfolio I US EQ LUX 08/14 USD 11.00 14.6 –22.0 –17.4
Am Growth A US EQ LUX 08/14 USD 27.22 18.9 –12.6 –8.4
Am Growth B US EQ LUX 08/14 USD 22.97 18.1 –13.5 –9.3
Am Growth I US EQ LUX 08/14 USD 30.08 19.5 –11.9 –7.7
Am Income A US BD LUX 08/14 USD 8.09 17.1 5.4 4.0
Am Income A2 US BD LUX 08/14 USD 17.87 17.4 5.3 4.0
Am Income B US BD LUX 08/14 USD 8.09 16.5 4.5 3.2
Am Income B2 US BD LUX 08/14 USD 15.44 16.9 4.5 3.3
Am Income I US BD LUX 08/14 USD 8.09 17.5 6.1 4.6
Am Value A US EQ LUX 08/14 USD 7.85 8.9 –17.8 –16.9
Am Value B US EQ LUX 08/14 USD 7.25 8.0 –18.7 –17.7
Am Value I US EQ LUX 08/14 USD 8.42 9.4 –17.2 –16.2
Asian Technology A OT EQ LUX 08/14 USD 13.22 51.1 –6.5 –10.9
Asian Technology B OT EQ LUX 08/14 USD 11.60 50.1 –7.5 –11.8
Asian Technology I OT EQ LUX 08/14 USD 14.69 51.8 –5.8 –10.2
Emg Mkts Debt A GL BD LUX 08/14 USD 14.52 30.9 6.2 5.5
Emg Mkts Debt A2 GL BD LUX 08/14 USD 18.29 31.4 6.3 5.6
Emg Mkts Debt B GL BD LUX 08/14 USD 14.52 30.1 5.2 4.5
Emg Mkts Debt B2 GL BD LUX 08/14 USD 17.68 30.6 5.3 4.6
Emg Mkts Debt I GL BD LUX 08/14 USD 14.52 31.3 6.8 6.1
Emg Mkts Growth A GL EQ LUX 08/14 USD 28.86 44.0 –20.9 –13.4

Emg Mkts Growth B GL EQ LUX 08/14 USD 24.55 43.1 –21.7 –14.3
Emg Mkts Growth I GL EQ LUX 08/14 USD 31.89 44.7 –20.3 –12.7
Eur Growth A EU EQ LUX 08/14 EUR 6.50 16.7 –20.0 –20.6
Eur Growth B EU EQ LUX 08/14 EUR 5.87 16.0 –20.7 –21.4
Eur Growth I EU EQ LUX 08/14 EUR 7.07 17.2 –19.2 –20.0
Eur Income A EU BD LUX 08/14 EUR 6.33 30.3 4.0 0.2
Eur Income A2 EU BD LUX 08/14 EUR 12.05 30.8 4.1 0.2
Eur Income B EU BD LUX 08/14 EUR 6.33 29.8 3.3 –0.5
Eur Income B2 EU BD LUX 08/14 EUR 11.24 30.2 3.3 –0.5
Eur Income I EU BD LUX 08/14 EUR 6.33 30.7 4.6 0.8
Eur Strat Value A EU EQ LUX 08/14 EUR 7.89 13.4 –27.6 –26.7
Eur Strat Value I EU EQ LUX 08/14 EUR 8.05 13.9 –27.0 –26.0
Eur Value A EU EQ LUX 08/14 EUR 8.44 15.9 –22.4 –23.7
Eur Value B EU EQ LUX 08/14 EUR 7.80 15.2 –23.1 –24.4
Eur Value I EU EQ LUX 08/14 EUR 9.72 16.4 –21.7 –23.1
Gl Balanced (Euro) A EU BA LUX 08/14 USD 15.09 12.2 –16.5 –13.8
Gl Balanced (Euro) B EU BA LUX 08/14 USD 14.75 11.5 –17.5 –14.7
Gl Balanced (Euro) C EU BA LUX 08/14 USD 15.00 12.1 –16.8 –14.0
Gl Balanced (Euro) I EU BA LUX 08/14 USD 15.32 NS NS NS
Gl Balanced A US BA LUX 08/14 USD 15.23 14.6 –15.2 –12.3
Gl Balanced B US BA LUX 08/14 USD 14.53 13.9 –16.1 –13.2

Gl Balanced I US BA LUX 08/14 USD 15.75 15.0 –14.6 –11.7
Gl Bond A US BD LUX 08/14 USD 9.09 9.0 6.2 4.4
Gl Bond A2 US BD LUX 08/14 USD 15.52 9.2 6.2 4.4
Gl Bond B US BD LUX 08/14 USD 9.09 8.3 5.2 3.3
Gl Bond B2 US BD LUX 08/14 USD 13.65 8.6 5.2 3.4
Gl Bond I US BD LUX 08/14 USD 9.09 9.3 6.8 5.0
Gl Conservative A US BA LUX 08/14 USD 14.31 10.4 –5.5 –5.0
Gl Conservative A2 US BA LUX 08/14 USD 16.08 10.3 –5.6 –5.0
Gl Conservative B US BA LUX 08/14 USD 14.28 9.7 –6.4 –5.9
Gl Conservative B2 US BA LUX 08/14 USD 15.34 9.6 –6.5 –5.9
Gl Conservative I US BA LUX 08/14 USD 14.36 10.9 –4.7 –4.3
Gl Eq Blend A GL EQ LUX 08/14 USD 10.46 17.0 –29.3 –23.4
Gl Eq Blend B GL EQ LUX 08/14 USD 9.85 16.3 –30.0 –24.2
Gl Eq Blend I GL EQ LUX 08/14 USD 11.00 17.6 –28.7 –22.8
Gl Growth A GL EQ LUX 08/14 USD 37.21 15.4 –30.8 –22.7
Gl Growth B GL EQ LUX 08/14 USD 31.18 14.7 –31.5 –23.5
Gl Growth I GL EQ LUX 08/14 USD 41.20 16.0 –30.3 –22.1
Gl High Yield A US BD LUX 08/14 USD 3.92 40.4 –0.8 –0.5
Gl High Yield A2 US BD LUX 08/14 USD 8.11 40.8 –1.1 –0.6
Gl High Yield B US BD LUX 08/14 USD 3.92 39.2 –2.2 –1.7
Gl High Yield B2 US BD LUX 08/14 USD 13.09 40.0 –2.1 –1.5

Please turn to next page

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com
 Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001
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HF Multi-strategy
These funds offer investors exposure to several different hedge fund strategies. Assets man-
aged in-house but may be divided among multiple managers. Ranked on % total return (divi-
dends reinvested) in U.S. dollars for one year ending August 17, 2009

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

5 Rosen Rosen Capital USDiUnited States 33.62 61.22 33.63 18.09
Capital Partners LP Management LLC

5 Rosen Rosen Capital USDiCayman Isl 33.31 60.63 33.05 17.40
Offshore Limited Management LLC

5 Chinook LLC Scully Capital USDiUnited States –8.31 59.19 56.00 22.10
Management LLC

5 Sirocco LLC Scully Capital USDiUnited States 10.32 34.64 28.56 29.01
Management LLC

NS Shearwater Osprey Asset USDiCayman Isl 17.99 25.19 16.83 NS
Fund USD Management SA

3 Halberdier Halberdier Capital JPY iCayman Isl 4.24 24.58 12.17 5.04
Alius Fund Class A YEN Management Pte Ltd

NS Shearwater Osprey Asset CHFiCayman Isl 14.02 24.03 19.66 NS
Fund CHF Management SA

NS Knight Asia Knight Asset USDiBritish VI 6.08 23.66 14.76 NS
Property Fund Ltd Management Limited

5 Hudson Bay Hudson Bay Capital USDiUnited States 17.59 22.74 14.55 NS
Fund LP Management LP

5 Stratus Fund Capital Fund USDiBritish VI 19.56 22.46 13.90 21.24
Ltd USD - Double Leverage Management

Crude oil and copper suffer
in tandem with stock markets
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By Tom Sellen

And Devon Maylie

U.S. commodity futures fell
sharply Monday, as traders reallo-
cated money in the presence of
stock-market losses and a firmer
U.S. dollar.

Crude oil and copper were
among the loss leaders as investors

reassessed the glo-
bal economic out-
look. Corn prices
slumped on better
growing weather.

Crude for September delivery
settled down 76 cents, or 1.1%, to
$66.75 a barrel on the New York Mer-
cantile Exchange. The price of crude
oil was also under pressure from a
forecast that two storm systems in
the Atlantic Ocean won’t reach the
oil infrastructure in the Gulf of Mex-
ico.

“Crude oil had built in a little bit
of risk premium off of these tropical
storms that have been forming, and
now those are quickly becoming no
threat,” said Sterling Smith, an ana-
lyst with Country Hedging.

Natural-gas futures settled near a
seven-year low amid ample supplies.
Natural gas for September delivery
on Nymex shed 7.5 cents, or 2.3%, to

$3.163 a million British thermal units.
Gold fell as the U.S. dollar rose.

Gold for August delivery fell $12.70,
or 1.3%, to $934.30 per troy ounce,
its lowest settle price since July 29,
on the Comex division of the New
York Mercantile Exchange.

Copper for August delivery fell
7.25 cents, or 2.6%, to $2.7615 a
pound on the Comex.

Losses also were felt at the Chi-
cago Board of Trade, where improv-
ing growing weather and the firm
dollar weighed on prices. Septem-
ber corn was down five cents at
$3.1425, and November soybeans
are 27 cents lower at $9.545 a
bushel.

Some analysts say the long-
awaited correction in prices could
be under way. “We’re now seeing a
pullback we’ve been calling for
sometime,” said Calyon analyst
Robin Bhar.

Fresnillo sees silver lining in 2nd half

By Tom Polansek

U.S. wheat futures are expected
to languish for months because of
hefty world supplies, unless neigh-
boring grain markets rally or Aus-
tralia suffers serious crop losses.

Perceptions of large global sup-
plies and sluggish export demand,
which had been hanging over the
markets and on Wednesday, were
confirmed when the U.S. Depart-
ment of Agriculture raised its latest
estimate for the U.S. and global pro-
duction last week.

The USDA estimated 2009 U.S.
wheat production increased to
2.184 billion bushels from its July es-
timate of 2.112 billion, while the
world’s crop expanded to 659.3 mil-
lion tons from 656.5 million tons
last month. The USDA’s estimate for
global ending stocks—or what is
left over after supply and demand
are accounted for—also grew.

Wheat traded on the Chicago
Board of Trade should continue to
see new contract lows, although
losses will be limited during the me-
dium term by potential strength in
CBOT corn and soybeans, Citigroup
analyst Terry Reilly said.

It wouldn’t be surprising to see
September wheat slip as low as
$4.50 or December wheat to touch
$4.75, Mr. Reilly said. The upper end
of the contracts’ ranges should be
about $5.25 for September, “if we
see a good rally in corn and beans,”
and $5.60 for December, he said.

“Over the short term, we still
look for wheat prices to pretty much
follow corn,” Mr. Reilly said. “Plenty
of wheat in the U.S. and outside the
U.S. should keep a lid on any poten-
tial rally.”

Monday, wheat futures for Sep-
tember delivery settled down 10
cents to $4.7175 a bushel, down
from $4.9025 a bushel the day be-

fore the USDA report was released. .
The contract also set a life-of-con-
tract low of $4.6750.

The new, bearish data rein-
forced “the prevailing tone of the
wheat market—one adrift in search
of a persuasive fundamental sto-
ryline and dependant upon direc-
tion from other commodities,” J.P.
Morgan analyst Lewis Hagedorn
said. “Absent a large decline in Aus-
tralian production or demonstra-
tion of increasing global demand
for protein wheat, prices appear
likely to continue a gradual down-
ward slide.”

Prospects for the development of
a bullish storyline look slim, unless
El Niño brings unfavorable dryness
to Australia’s eastern growing ar-
eas, analysts said. Australia is tradi-
tionally a major exporter of wheat
on the world market, but traders are
taking a wait-and-see stance about
the weather and the USDA left its
Australian production estimate un-
changed from July.

The U.S. could see an increase in
export demand from importers who
have back-loaded purchases this

marketing year, but that probably
wouldn’t happen until the last six
months of the crop year, Mr. Reilly
said. The 2009-10 marketing year
for wheat began June 1.

Argentina, another traditional
top exporter, is facing a crop disas-
ter due to dryness and reduced
plantings, which could move some
business to the U.S., analysts said.
A lack of rain also is hurting produc-
tion and export potential in parts
of the Black Sea region, including
in Russia and Kazakhstan, they
said.

Wheat could see a “modest
price recovery” down the road
from a reduction in U.S. winter
wheat plantings this autumn, said
Darrel Good, agricultural econo-
mist at the University of Illinois.
Low cash-price bids for the 2010
soft red winter wheat crop point to
a reduction in seedings this fall, he
said, and hard red winter wheat
acres could also drop.

Still, a decline in planted acre-
age wouldn’t become a factor in the
futures markets for a while, ana-
lysts said.

U.S. wheat seen languishing
Prices have declined
since USDA raised
production forecasts
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Natural-gas futures
settled near a
seven-year low amid
ample supplies.

Wheat prices have fallen sharply over the past year as global supplies have
increased, and there is little sign of letup. Here, a combine harvests wheat near
McPherson, Kansas, earlier this year.

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.

COMMODITIES
MARKETS

By Jeffrey Sparshott

LONDON—Mexican precious-
metal miner Fresnillo PLC posted a
14% drop in first-half net profit Mon-
day, but said its silver output would
increase as much as 7% for the year.

The London-listed company’s net
profit slid to $121.1 million from $141
million in last year’s first half, as real-
ized silver prices dropped 22% to
$13.92 a troy ounce. Revenue fell 11%

to $378.9 million.
The miner expects the silver

price, currently at about $15 per
ounce, to remain stable through the
second half of the year as industrial
demand in Japan and other parts of
Asia rises, Chief Executive Jaime
Lomelín said.

Fresnillo boosted first-half silver
production by 7.8%, mitigating some
of the decline in silver prices. The
miner expects to maintain that pace

through the full year, with silver out-
put ranging between 37 million and
38 million ounces, Mr. Lomelín said.

Fresnillo also benefited from a
30% devaluation of the Mexican peso
compared to the dollar during the
first six months of the year, which in
turn drove down dollar-denominated
costs. “If it hadn’t been for devalua-
tion we would have seen an increase
in total production costs,” Chief Fi-
nancial Officer Mario Arreguín said.
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