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Insurgents strike in Kabul
Taliban ratchet up violence in effort to disrupt Thursday’s Afghan election

Inside

Members of a family hurt in a Kabul suicide attack leave the area. The Taliban took responsibility for two blasts ahead of the Afghan vote.

By Sonja Cheung

And Clare Connaghan

Global corporate bond vol-
umes, excluding banks and
other financial institutions,
surpassed the $1 trillion mark
for the first time as tight bank
lending has forced compa-
nies to seek funding else-
where.

Bond volumes passed $1
trillion July 15 as French en-
ergy group Éléctricité de
France SA sold bonds worth
Œ3.3 billion ($4.6 billion),
data compiled by data pro-
vider Dealogic showed Tues-
day. The volumes have since
risen to $1.10 trillion, up 22%
from the previous record
high of $898.3 billion set in
2007, with more than four
months left in the year.

The utility and energy sec-
tor has made the largest con-

tribution to the rise, accord-
ing to Dealogic, with $188.4
billion issued so far this year.

In Europe, where compa-
nies have traditionally pre-
ferred loans from banks over
bonds, the volume of non-fi-
nancial bond issuance totaled
$426.5 billion in the year to
date, up 47% from the $290.4
billion raised in 2008, Dea-
logic said.

Meanwhile, loans have
fallen dramatically. The vol-
ume of high-value, syndi-
cated loans issued to Euro-
pean borrowers has declined
to Œ235 billion so far this year
from Œ651 billion in 2008, fig-
ures from Dealogic showed.
On a global basis, loan vol-
umes have dropped to $1.1 bil-
lion year to date in 2009, com-
pared with $3 billion in 2008.

A shift to bond financing
from loans was already under-

way in 2006 and 2007 as cor-
porations sought to diversify
and looked for longer-term
funding, said Jean-Marc Mer-
cier, head of syndicate Eu-
rope at HSBC Holdings PLC.
Typically, bonds have a
longer maturity than loans.

“Even when bank-market
conditions ease, corporates
may continue to tap the capi-
tal markets for new cash,”
said Mark Lewellen, head of
European corporate debt cap-
ital markets at Barclays Capi-
tal.

J.P. Morgan Chase & Co. is
the lead bookrunner globally
of all corporate bonds, exclud-
ing those sold by financial in-
stitutions, this year with a
share of 8%.

Citigroup Inc. is ranked
second with a 7.3% share, ac-
cording to Dealogic.

 —Duncan Kerr contributed
to this article.

Germany
weighs
crunch
measures

Pay day
In defense of bankers’ bo-
nuses. Review & Outlook.
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Economy & Politics: Is the U.S. recovery going to be fast, slow or something else?

Fo
ri

nf
or

m
at

io
n

or
to

su
bs

cr
ib

e,
vi

sit
w

w
w

.se
rv

ice
s.w

sje
.co

m
or

ca
ll+

44
(0

)2
07

30
9

77
99

—
Au

st
ria

Œ3
-B

elg
iu

m
Œ3

-C
ro

at
ia

HR
K

22
-C

ze
ch

Re
pu

bl
ic

Kc
11

0
-D

en
m

ar
k

Dk
r2

5
-F

in
la

nd
Œ3

.2
0

-F
ra

nc
e

Œ3
-G

er
m

an
y

Œ3
Gr

ee
ce

Œ3
-H

un
ga

ry
Ft

65
0

-I
re

la
nd

(R
ep

.)
Œ3

-I
ta

ly
Œ3

-L
eb

an
on

L£
60

00
-L

ux
em

bo
ur

g
Œ3

-N
et

he
rla

nd
s

Œ3
-N

or
w

ay
Nk

r2
9

-P
ol

an
d

Zl
12

-P
or

tu
ga

lŒ
3

-S
lo

va
kia

Œ3
.3

2/
Sk

10
0

-S
pa

in
Œ3

-S
w

ed
en

kr
29

Sw
itz

er
la

nd
SF

5
-S

yr
ia

S£
21

0
-T

ur
ke

y
TL

4.
5

-U
.S

.M
ilit

ar
y

(E
ur

)$
2.

20
–

Un
ite

d
Ki

ng
do

m
£1

.5
0

7 7

What’s
News

europe.WSJ.com

By Matthew Rosenberg

And Anand Gopal

KABUL—The Taliban
stepped up efforts Tuesday to
disrupt Afghanistan’s coming
election, launching mortar
shells at Kabul’s presidential
palace and attacking a North
Atlantic Treaty Organization
convoy with a suicide car
bomb on the city’s outskirts.

Afghan and Western secu-
rity officials say the militants
have shifted from intimidat-
ing voters to attacking poll-

ing stations that are being set
up for Thursday’s election.
That strategy, which was con-
firmed by a midlevel Taliban
commander interviewed in
Kabul, could complicate ef-
forts to secure the vote.

Late Tuesday, Afghani-
stan ordered Western and do-
mestic media to impose a
blackout on coverage of vio-
lence during the vote, saying
it didn’t want Afghans to be
frightened away from the
polls.

Authorities are planning

to set up nearly 7,000 polling
stations—many of them in far-
flung districts that are thick
with Taliban fighters. Afghan-
istan’s overstretched and un-
dertrained army and police
force are to take the lead in
protecting them, with U.S.
and allied forces remaining
out of sight in an attempt to
reduce Election Day tensions.

The presidential election
Thursday, the second since
the fall of the Taliban in 2001,
is seen as critical to the coun-
try’s political stability. Af-

ghan and Western officials
fear that such attacks could
keep people from the polls, es-
pecially in the South and
East, where the militants are
strongest. Their success
could diminish the legitimacy
of the Afghan government,
making it harder for Afghani-
stan and the U.S. and its allies
to overcome the insurgents.

In a bid to stymie the mili-
tants, election officials are
waiting until Election Day to
release the exact location of

Please turn to page 31

By Jan Hromadko

And Andrea Thomas

COLOGNE, Germany—The
German government is weigh-
ing new measures to help com-
panies should there be an-
other credit crisis, Economics
Minister Karl-Theodor zu Gut-
tenberg said Tuesday.

The disclosure, which over-
shadowed news of a rise in
Germany’s ZEW index of inves-
tor confidence in August, is
the latest warning from a Ger-
man policy maker on future
risks facing the economy.

“We, as the government,
are working on possible ways
to thwart a feared credit
crunch,” Mr. Guttenberg said.

The government and cen-
tral bank have been caution-
ing against overinterpreting
recent signs that Germany is
emerging from a yearlong re-
cession. The spate of good
news included the announce-
ment last week that gross do-
mestic product rose 0.3% in
the second quarter.

Still, Deputy Economics
Minister Hartmut Schauerte
said the government is look-
ing at ways to make sure com-
panies will continue to have
access to the capital they need
even if there is another credit
crunch. The government
wants to ensure nothing clogs
the pipeline of insurance for
trade credits—a key financial
link in the buying and selling
of goods—or capital from the
bond and equity markets, ac-
cording to a spokeswoman.

Mr. Guttenberg said that
credit conditions would dete-
riorate again at the beginning
of 2010 as balance sheets will
have to reflect this year’s diffi-
cult economic situation—es-
pecially for financial-service
companies.

Germany’s central bank
president, Axel Weber, says
rising unemployment and in-
solvencies could hurt banks
and trigger a financial crisis.

The government still has a
large war chest to help banks
in need. The Financial Mar-
kets Stabilization Fund, for ex-
ample, has the legal authority
to extend as much as Œ400 bil-
lion ($563 billion) in loan guar-
antees and Œ70 billion in capi-
tal injections for banks. So far,
it has allocated Œ130.9 billion
for guarantees and Œ21.9 bil-
lion for capital injections.

The government will hold
a meeting with banks Sept. 1
to look into ways to boost lend-
ing activities.

In the latest sentiment sur-
vey released Tuesday, the
ZEW measure rose 16.6 points

Please turn to page 31
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GM said it reached a deal to
transfer its unprofitable Swed-
ish unit Saab to a group led
by Swedish supercar maker
Koenigsegg Automotive, but
the agreement hinges on ob-
taining $412 million in addi-
tional financing. Page 5

n The British inflation rate
isn’t slowing as much as the
Bank of England might ex-
pect. U.K. consumer prices
rose 1.8% in July. Page 2

n London property investors
are emerging and finding
willing sellers as the market
stabilizes. Page 3

n New-home construction
and permits fell in the U.S. in
July, but single-family-home
starts remained strong. Page 2

n U.S. and European stocks
staged a partial rebound from
their recent drubbing, aided by
retailers’ earnings. Page 18

n The U.S. is conducting
criminal investigations of
over 150 Americans who
may have evaded taxes with
UBS accounts. Page 19

n PetroChina signed an LNG
deal with Exxon Mobil val-
ued at $41.1 billion. The gas
will come from Australia’s
Gorgon field. Page 20

n The IMF’s chief economist
said the global recovery has
begun, and to sustain it, the
U.S. must focus on exports
and Asia on imports. Page 3

n Officials said they kept the
location of the ship Arctic Sea
quiet to protect the hijacked
crew, adding that eight sus-
pects had been arrested.

n The owner of a Russian
hydroelectric plant said it was
doubtful any of the 64 work-
ers still missing after an acci-
dent would be found alive.

n The death toll from the
suicide bombing of a police
station in Russia’s North Cau-
casus rose to 21, with nine
police officers still missing.

n Northern Rock stopped pay-
ment of coupons on some sub-
ordinated debt, handing bond-
holders a big loss. Page 17

n Stockbridge Real Estate is
considering a takeover bid for
the management of a $2.6 bil-
lion real estate fund run by a
Deutsche Bank unit. Page 3

n South Africa’s GDP con-
tracted 3% in the second quar-
ter, increasing pressure on
Zuma to create jobs. Page 9

n Guinea’s ruling junta said
a presidential election will be
held Jan. 31.
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For Rio Tinto, the freeze
is smelting.

The painfully timed acqui-
sition of aluminum producer
Alcan loaded the miner with
a mountain of debt. But its
latest disposal, of parts of
Alcan Packaging for $2 bil-
lion, chips a little more from
that. Rio already has raised
$18.6 billion from other dis-
posals and from selling new
stock this year. It should get
$5 billion from rival BHP Bil-
liton as part of their iron-
ore joint venture.

Net debt should be down
to $20 billion by year end, or
1.6 times 2009 estimated earn-

ings before interest, taxes, de-
preciation and amortization.
That gives Rio a chance to
avoid falling behind BHP on
new investments.

The surprise summer
rally in aluminum prices also
is helping. With aluminum
hovering at about $1,900 a
ton, compared with a first-
half average near $1,500, Rio
might get a boost of $800
million to full-year earnings,
currently estimated at about
$4.5 billion.

Acquisitions of Alcan’s
scale, however, are judged
over decades, not one sum-
mer. The medium-term out-

look for aluminum is lacklus-
ter. Inventories at the Lon-
don Metal Exchange are now
more than four times the av-
erage for the past five years.
And while China, like other
producers, has scaled back
production of aluminum this
year, the recession hasn’t
closed smelters perma-
nently. Goldman Sachs esti-
mates capacity utilization in
the global aluminum sector
is 76%, the lowest of any ma-
jor commodity. The over-
hang of inventories and
spare smelters will weigh on
any rallies.

The sale of Alcan Packag-

ing is welcome, but it is ulti-
mately an exercise in dam-
age limitation from an over-
priced deal.
 —Matthew Curtin

More at WSJ.com/Heard

Severing the insurer-bank link in the minds of investors

MGM hires crisis expert
Burdened by debt,
film studio removes
chief executive Sloan

Stocks’ slide is a red scare

Harry Sloan, left, and Tom Cruise at the
premiere of MGM’s ‘Valkyrie’ last year.

It is rich in irony. But pre-
paring to celebrate the 60th
anniversary of the People’s
Republic of China, the Com-
munist Party won’t want a
plunging stock market to
mar the festivities.

At least, this is the latest
thinking among traders bet-
ting on an end to the slide in
Chinese stocks. It highlights
the Shanghai market’s defin-
ing characteristic: Successful
investing there requires sniff-
ing the winds from Beijing.

The recent selloff—taking
the Shanghai Composite
down 16% from its Aug. 4
high—has been stoked by
fear Beijing will tame its
massive rate of bank-loan
expansion.

But it isn’t just the eco-
nomic impact of such a
move, given that many econ-
omists continue to upgrade
Chinese growth expecta-
tions. Rather, it is concern
over how much such lending
has helped lift asset prices.
Some 20% of the $1.1 trillion
Chinese banks lent in the
first half of the year is esti-
mated to have flowed into
stock and property markets.

Beijing has tools at its
disposal to try turning senti-

ment around, such as quick-
ening the pace of new mu-
tual-fund launches to give
easier access for individuals
to stocks, or slashing stamp
duty. And China has an in-
centive to keep the stock
market strong, given the ro-
bust pipeline of companies
lining up for an initial pub-

lic offering, many of which
are state-run.

Still, the Oct. 1 anniver-
sary of the founding of the
PRC remains high on the list
of motives for Beijing to
step in if the selling contin-
ues. It doesn’t guarantee suc-
cess, though. In 2008, a simi-
lar expectation was framed
around the Summer Olym-
pics. By the time the games
began, the Shanghai Compos-
ite was down 58% from the
start of the year.
 —Andrew Peaple

By Lauren A. E. Schuker

Steven Spielberg and business
partner Stacey Snider said that
their new film company, Dream-
Works Studios, has completed its
initial financing and has $825 mil-
lion available to make up to 21 mov-
ies over the next four years.

The announcement came
months later than expected as
DreamWorks struggled
to raise funding it
needed to launch a new
venture with Indian con-
glomerate Reliance ADA
Group.

DreamWorks and fi-
nancing partner J.P. Mor-
gan Chase raised $325
million in debt financing,
a figure being matched
with equity by Reliance.
Walt Disney Co., which
will distribute the compa-
ny’s films, is contribut-
ing a loan for another $175 million.

Mr. Spielberg’s battle to fund
his new venture shows the chal-
lenges that even top Hollywood tal-
ents are facing. “The past year was
like balancing ourselves on a sea of
rolling logs,” Mr. Spielberg said of
the process. “Thankfully, no one
fell in.”

The $325 million in debt financ-
ing that DreamWorks now has to
work with is about half what Mr.
Spielberg had initially hoped to
raise when he announced his new
partnership with Reliance a year
ago. And it still represents only the
first phase. DreamWorks hopes to

raise a total of $550 million of debt
that Reliance will match with equity.

DreamWorks decided to slow
down the process after the credit
crunch hit in November. By March,
DreamWorks and J.P. Morgan
Chase had raised only about half of
the $325 million, according to peo-
ple familiar with the negotiations.

Other investors, mainly interna-
tional financial institutions, have

approached Reliance about
also investing in Dream-
Works. While Mr. Spiel-
berg’s partnership with the
Indian conglomerate may
seem unusual, it is part of a
broader trend in Holly-
wood, where the evapora-
tion of Wall Street financ-
ing has opened the door to
foreign investors.

In DreamWorks, Reli-
ance has found a Hollywood
partner that can help to ex-
pand its international pres-

ence. Reliance hopes many of the
DreamWorks movies, especially
new franchises, will appeal to a
growing class of young people in In-
dia that prefer Hollywood fare to
Bollywood movies.

Still, Mr. Spielberg’s difficul-
ties winning financing don’t bode
well for the rest of the film indus-
try. Even before the financial cri-
sis, many banks had scaled back
their Hollywood investments
sharply after failing to receive the
sort of returns they had expected.
Within the past few years, banks
such as Société Générale SA have
shuttered their film-financing de-
partments.

Spielberg, finally, secures
funds for new film studio

By Peter Lattman

Metro-Goldwyn-Mayer Inc. re-
moved Chief Executive Officer Harry
Sloan and hired restructuring expert
Stephen Cooper, a troubling sign for
the once-storied Hollywood studio.

The move comes as MGM strug-
gles under a heavy debt load from a
2004 leveraged buyout and weak-
ness in its film business. The manage-
ment change also comes just one
year after Mr. Sloan signed a three-
year agreement to continue as CEO.

Mr. Cooper, who begins immedi-
ately, will join two other MGM execu-
tives in an office of Chief Executive:
Mary Parent, the chairwoman of
MGM’s motion-picture group; and
Bedi Singh, the company’s chief finan-
cial officer. Mr. Sloan will remain as
chairman.

The company, home to the James
Bond movie franchise, has struggled
since a $5 billion buyout by an invest-
ment group including private-equity
firms Providence Equity Partners
and TPG and corporate investors
Sony Corp. and Comcast Corp.

MGM labors under about $3.7 bil-
lion in debt, with a credit facility at
J.P. Morgan Chase & Co. that matures
in April 2010. Other debt comes due
in 2012. Interest payments are about
$250 million a year.

In May, MGM announced that it
had hired investment bank Moelis &
Co. to help refinance its debt. MGM
also said it was in line with its budget

projections and was in compliance
with all loan covenants. Among the
company’s prize assets is its library
of roughly 4,000 films, including
Academy Award winners “Annie
Hall,” “Rocky,” and “Some Like It
Hot.”

The buyers’ ownership stake in
MGM has been virtually wiped out.
Providence Equity Partners has
marked its equity investment at 10
cents on the dollar, according to peo-
ple familiar with the firm’s valuation.
Small stakes are also held by Quadran-
gle Group and DLJ Merchant Bank-
ing.

Providence and TPG, two of the
world’s largest private-equity firms,
placed bets on the entertainment in-
dustry this decade that haven’t
worked out. The firms also were part

of an investor group that acquired
Spanish-language broadcaster Univi-
sion Communications Inc. for $12.3
billion in 2006. The slumping adver-
tising market has hurt Univision, and
the company has had to amend its
credit facility to ease certain cove-
nants on its debt.

Mr. Cooper, the co-founder of re-
structuring firm Zolfo Cooper, is a
corporate-turnaround specialist who
helps troubled companies get back
on track. High-profile assignments
have included bailing out postscan-
dal Enron Corp. and KrispyKreme
Doughnuts and auto-parts maker Col-
lins & Aikman. Mr. Cooper’s firm is
one a handful of restructuring compa-
nies, along with Alix Partners and Al-
varez & Marsal, whose business has
taken off amid the downturn. Zolfo
Cooper was spun out last December
as an independent firm from Marsh &
McLennan Cos.

The 62-year-old Mr. Cooper’s
most recent assignment didn’t work
out well. Carlyle Group hired him last
year to rescue Hawaiian Telcom, a
land-line business the private-equity
firm had acquired from Verizon Com-
munications Inc. Those efforts failed
when the company filed for Chapter
11 bankruptcy protection last Decem-
ber.

The ouster is a comedown for Mr.
Sloan, a former lawyer hired by
MGM’s new owners in 2005. Mr.
Sloan ran New World Broadcasting in
the 1980s and then formed European
broadcaster SBS Broadcasting in
1990. SBS became the largest share-
holder of Lions Gate Entertainment,
where Mr. Sloan served as chairman
until 2005. That year, he sold SBS to
German broadcaster Pro Sieben Sat.1
Media AG for $2.6 billion.

Alcan sale isn’t all that

Steven
Spielberg

China has an
incentive to keep
the markets
going strong.
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Digging out
Rio Tinto’s daily share price

European life insurers
have reason to feel hard
done by. The sector’s recent
earnings season demon-
strated their resilience, yet
that hasn’t prevented their
stocks from trading more in
line with their more-trou-
bled banking brethren.

Insurers’ first-half re-
sults appear to end solvency
fears. Investors had fretted

about insurers’ balance
sheets as asset values plum-
meted. Fears were height-
ened when banks raised capi-
tal and investors assumed
insurers would follow suit.

The worries proved
groundless. European bank
equity issuance hit 31% of
market value in the first
quarter of 2009, compared
with insurers’ 2%, according

to Nomura. And the likes of
U.K.’s Prudential, Germany’s
Allianz and France’s Axa bol-
stered their solvency ra-
tios—a measure of surplus
capital over the regulatory
minimum—to 262%, 159%
and 133% respectively, well
above the 120% level that
might trigger a capital call.

It is true that the global
downturn has hit insurers’

revenue. But Prudential has
shown that by targeting
higher-margin business,
profit can still be improved.

The insurance sector is
trading 1.3 times book
value, an improvement over
0.5 times last March at the
height of the crisis, accord-
ing to FactSet data. It’s time
investors gave insurers a
fair go. —Sean Walters
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This index lists the names of businesspeople and government regulators
who receive significant mention in today's Journal.

1 For more people in the news, visit
CareerJournal.com/WhosNews
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Prices pressure the U.K.
CPI rises could force
BOE to boost rates
sooner than hoped

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

Still rising
U.K. core consumer prices continued to rise in July. Energy prices could add 
to inflationary pressures as global recovery gathers pace.

Sources: Office for National Statistics, U.K.; CQG
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By Sara Murray

New-home construction and per-
mits fell in the U.S. last month, but
single-family-home starts remained
strong, another sign of stabilization
in the housing market.

Multifamily housing starts, a
more volatile measure that includes
properties such as condominiums
and small apartment buildings,
pulled overall housing starts down
1% in July from a month earlier to a
seasonally adjusted 581,000 annual
rate, the Commerce Department
said Tuesday. That compares with a
6.5% increase in June.

Construction of single-family
homes, though, rose 1.7%, to
490,000, in July after climbing 17.8%
in June. Single-family permits, a
sign of future construction, rose
5.8%. The rise in construction
marked the fifth consecutive
monthly gain, showing once again
that the housing market is firming
up, albeit at a slow pace.

While many economists agree
the market already has hit bottom,
housing-sector growth may not be a
contributor to gross domestic prod-
uct until next year because it is re-
bounding from such an extreme low.
Singe-family starts are still 73% be-
low their December 2005 peak.

“You don’t want to lose sight of
the fact that these are extremely de-
pressed levels,” said Wells Fargo Secu-
rities economist Adam G. York. “It’s
not necessarily time to break out the
champagne and celebrate the boom
of a returning housing market.”

The increase in single-family
homes falls in line with home build-
ers’ optimism in the National Associ-
ation of Home Builders Housing Mar-
ket Index released this week. The fu-
ture-sales index rose four points,
and prospective-buyer traffic rose
three points.

While housing appears to be
slowly recovering, a number of fac-
tors could cause hiccups. New homes
are still competing with readily avail-
able, and cheap, foreclosure proper-
ties. And an $8,000 tax credit for

first-time home buyers, which has
helped spur interest in the single-
family-home market, expires Dec. 1.

The housing report showed that
overall building permits fell 1.8%.
Double-digit declines in both hous-
ing starts and permits for multifam-
ily homes were down as tight credit
for commercial real estate and an
abundance of multifamily homes
put pressure on the market.

Total housing starts dropped in
every region of the U.S. except for
the Midwest, where they grew by
12.9%. In the Northeast they
dropped 16.3%; in the South, 1.4%;
and in the West, 1.6%

“Monthly data for housing activ-
ity are volatile but today’s nominal
decline stands as a reminder that
the economy is still fragile,”
Rebecca Blank, U.S. undersecretary
of commerce for economic affairs,
said in a release. “Looking at the big
picture, we are confident that we’ve
created the stability necessary to
turn things around.”

In a separate release Tuesday,
the U.S.’s producer price index for
finished goods declined 0.9% in July
after a 1.8% increase in June, the La-
bor Department said. The index is
down 6.8% from a year earlier, high-
lighting the low risk of inflation to
the economy.

Core prices, excluding food and
energy, fell 0.1% last month.

U.S. housing data show
market is slowly firming

By Natasha Brereton

LONDON—British inflation isn’t
slowing as much as the Bank of Eng-
land might expect, raising concern
U.K. interest rates might need to
climb to contain future price in-
creases.

U.K. consumer prices rose 1.8%
from a year earlier in July, matching
June’s annual gain, data from the Of-
fice for National Statistics showed
Tuesday. That put the consumer-
price inflation rate at just below the
Bank of England’s target of 2%.

The figures suggest that infla-
tion might not slow as much as the
BOE has projected, triggering con-
cerns that its Monetary Policy Com-
mittee could increase interest rates
sooner than expected or not com-
plete the £50 billion ($81.7 billion)
in asset buying that it announced
this month.

“Monetary policy might need to
be tightened sooner than may have
been thought likely,” said Kerri Mad-
dock, economist at Barclays Capital.

The possibility of rising energy
and commodity prices on the back
of a global economic recovery could

further boost consumer prices.
In many other big economies

prices are still falling. Consumer
prices in Japan and the euro zone in
June dropped 1.8% and 0.1%, respec-
tively compared with a year earlier.
In the U.S., prices slipped 2.1% in
July.

The prices of U.K. government
bonds, or gilts, fell Tuesday as inves-
tors responded to the possibility
that the Bank of England could start
tightening monetary policy sooner
than expected.

The pound gained more than half

a cent against the dollar, rising to a
high of $1.6468 for the day, while
the euro fell to a low of 85.80 pence.

Government officials, however,
took the figures in stride.

“If you look at all the numbers
we’ve seen over the last few months,
they are consistent, I think, with an
economy that is coming through
what was a pretty severe down-
turn,” said U.K. Chancellor of the Ex-
chequer Alistair Darling.

Analysts believe consumer
prices may soon weaken, reflecting
the impact of last year’s high oil
prices. But the resilience of discre-
tionary goods prices, as well as the
potential for energy price gains and
an expected boost from central-
bank monetary stimulus, could slow
any slide in prices.

The core consumer-price infla-
tion rate—which excludes volatile
energy, food, alcohol and tobacco
prices— continued to accelerate. It
rose to 1.8% in July from 1.6% in June.

“It is now looking much less
likely that inflation will fall below
1%,” said Alan Clarke, U.K. econo-
mist at BNP Paribas.
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As of Tuesday afternoon, a
search was continuing for 64 work-
ers missing after an explosion at the
Sayano-Shushenskaya hydropower
station in Khakassia, Russia. A Lead-
ing the News article in some edi-
tions Tuesday failed to include the
number of workers missing after
the accident.

South Africa’s MTN Group Ltd.
wants India’s Bharti Airtel Ltd. to in-
crease its cash-and-share merger of-
fer by more than $1 billion, which
would represent around a 5% pre-
mium to Bharti’s original offer, a per-
son familiar with the situation said.
A Corporate News article Monday in-
correctly said the extra $1 billion
represented around a 9% premium.

THE WALL STREET JOURNAL EUROPE (ISSN 0921-99)

Boulevard Brand Whitlock 87, 1200 Brussels, Belgium

Telephone: 32 2 741 1211 Fax: 32 2 741 1600

SUBSCRIPTIONS, inquiries and address changes to:
Telephone: +44 (0) 207 309 7799
 Calling time from 8am to 5.30pm GMT
E-mail: WSJUK@dowjones.com Website: www.services.wsje.com

Advertising Sales worldwide through Dow Jones
International. Frankfurt: 49 69 971428 0; London: 44 207 842 9600;
Paris: 33 1 40 17 17 01

Printed in Belgium by Concentra Media N.V. Printed in Germany by
Dogan Media Group / Hürriyet A.S. Branch Germany. Printed in
Switzerland by Zehnder Print AG Wil. Printed in the United Kingdom by
Newsfax International Ltd., London. Printed in Italy by Telestampa
Centro Italia s.r.l. Printed in Spain by Bermont S.A. Printed in Ireland
by Midland Web Printing Ltd. Printed in Israel by The Jerusalem Post
Group. Printed in Turkey by GLOBUS Dünya BasInevi.

Registered as a newspaper at the Post Office.
Trademarks appearing herein are used under license from Dow Jones
& Co. © 2009 Dow Jones & Company All rights reserved.
Editeur responsable: Patience Wheatcroft M-17936-2003

2 WEDNESDAY, AUGUST 19, 2009 T H E WA L L ST R E ET JO U R NA L .

to 56.1 points from 39.5 points in
July. That was well above a consen-
sus forecast of 47.3 points and its
highest level since April 2006. The
index measures investors’ optimism
about the six months ahead.

Still, some analysts remain cau-
tious. “In all enthusiasm about the
recent numbers and the near-term
outlook, there are still some impedi-
ments to a real recovery, the most
pressing one being the worsening la-
bor market,” ING economist Carsten
Brzeski said in a note.

While Germany has imple-
mented two fiscal-stimulus plans
valued at around Œ80 billion for this
year and next, a primary driver of
growth in the second quarter was
the cash-for-clunkers program to
stimulate sagging German car out-
put. The program is scheduled to ex-
pire at year’s end.

“What currently looks like a
sharp, export-driven ‘V’ could easily
turn out to be a labor-market driven
‘W’ at second glance,” Mr. Brzeski
said.

—Geoffrey Smith
contributed to this article.

Continued from first page

Taliban rachet up prevote violenceBrighter outlook?
The German ZEW economic 
expections indicator rose to 
56.1 points in July

Source: ZEW via Thomson Reuters Datastream
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White House says it backs a public plan

By Allison Connolly

And Katharina Becker

German car-parts maker
Schaeffler Group Tuesday moved
a step closer to merging with Con-
tinental AG, as it reached a deal
with its banks securing Œ12 billion
($17 billion) in medium-term fi-
nancing.

The agreement relieves some
of the financial burden closely
held Schaeffler brought on itself
with its approach for bigger rival
Continental. Continental accepted
a bid from Schaeffler a year ago,
but as the economic downturn
worsened, Schaeffler’s plans to fi-
nance the deal fell apart.

The combined company has
debts of about Œ20 billion and
Schaeffler was unsuccessful in its
attempts to get state aid from the
German government or an outside
investor to help shore up its fi-
nances. Instead it was forced to
park 40% of Continental with
banks, keeping a 49.9% holding it-
self.

Continental’s supervisory
board in July approved a capital in-
crease of as much as Œ1.5 billion to
shore up its finances and said it
was “seeking to initiate refinanc-
ing talks with creditor banks” over
repayment of a Œ3.5 billion credit
tranche due in August 2010.

Schaeffler’s deal, signed with a
consortium of five banks, will see
its existing credit facilities split
into two tranches—one loan that
supports operating activities and
another that remains at the hold-
ing level. The loan serving opera-
tions has a lifetime of as long as
four and a half years and the hold-
ing loan will last up to six years,
the company said.

The new form of financing
could be more costly than previ-
ous efforts, as world-wide credit
conditions have tightened due to
the downturn. Schaeffler spokes-
man Detlef Sieverdingsbeck de-
clined to comment on the cost of
the new financing terms. He said
closely held Schaeffler’s structure
will be modified to allow it gain ac-
cess to all forms of established cap-
ital, including private and outside
capital. He declined to give fur-
ther details.

Schaeffler said the agreement
fulfills a key requirement in its
merger with Continental and will
be implemented in stages.

Tuesday’s financing agreement
comes less than a week after Conti-
nental Chief Executive Karl-
Thomas Neumann stepped down
after losing a months-long power
struggle with Schaeffler and its
representatives on Continental’s
supervisory board. Mr. Neumann
was succeeded immediately by El-
mar Degenhart, previously head of
Schaeffler’s auto unit.

The question of how long it will
take to merge the two entities re-
mains open. Mr. Neumann said pre-
viously that the market shouldn’t
expect a quick integration, in the
next 10 to 12 months. The new
structure will likely take the form
of a holding company with three
parts: the combined auto-parts
business, Schaeffler’s rubber busi-
ness and Schaeffler’s industrial
business.

Taiwan to review typhoon policies
Ma acknowledges
Morakot’s damage
will hurt economy

FROM PAGE ONE

many polling stations.
But the Taliban are already start-

ing to attack those they know about.
Three were attacked with assault
weapons and rocket-propelled gre-
nades this week in Logar province,
south of Kabul, said the province’s
deputy governor, Din Muhammad
Darwesh. No casualties were re-
ported.

Another polling center was at-
tacked Monday in Ghazni province,
also south of the capital, said a West-
ern security official who couldn’t
provide additional details. In neigh-
boring Wardak province, teachers
at schools that may be used as poll-
ing centers have started to receive
death threats, said two lawmakers
from the province.

Officials at the Independent Elec-
tion Commission said they were in-
vestigating reports of attacks and
threats but couldn’t comment fur-
ther.

The government issued two de-
crees Tuesday, one from the Foreign
Ministry banning all broadcasts of
information about violence while
polls were open, and the other from

the Interior Ministry requiring re-
porters to keep away from the scene
of any attacks.

In the meantime, the Taliban ap-
pear intent on creating the impres-
sion they can strike anywhere in the
country, including heavily secured
Kabul.

Attacks on Kabul have been rare
over the past year. Yet on Tuesday,
mortar shells could be heard whis-
tling over the center of Kabul before
slamming into the grounds of the
presidential palace shortly after 7
a.m. The bombing later in the after-
noon was felt across the city, and
left the charred remains of vehicles
smoldering near a British military
base along a major route to the coun-
try’s East.

“The blast blew out the windows
of our house, and I could smell gun-
powder in the air. I saw shrapnel ev-
erywhere,” said Samiullah, a
26-year-old crane operator who
uses only a single name.

At least eight people were killed
in the suicide bombing, along with
one NATO soldier and two Afghans
working for the United Nations, the
alliance said in a statement. It didn’t

specify the nationality of the dead
soldier. No casualties were reported
in the mortar attack, said Hamid
Elmi, a spokesman for President Ha-
mid Karzai, the front-runner in the
election.

The Taliban took credit for both
of Tuesday’s attacks on Kabul, the
Associated Press reported.

Two U.S. soldiers were killed and
three wounded in a separate blast in
the country’s East, the U.S. com-
mand said.

NATO said Tuesday that its Af-
ghanistan force, formally known as
the International Security Assis-
tance Force, will limit offensive oper-
ations during the elections in an ef-
fort to reduce violence so Afghans
can safely vote. “Only those opera-
tions that are deemed necessary to
protect the population will be con-
ducted on that day,” ISAF said in a
statement.

President Karzai had earlier or-
dered Afghan security forces to hold
their fire on Election Day. He has
also called for a truce with the Tali-
ban so the 17 million registered vot-
ers can safely cast ballots.

Continued from first page

By Ting-I Tsai

TAIPEI—Taiwanese President Ma
Ying-jeou defended his leadership
amid criticism of the government’s
response to Typhoon Morakot, but
said his administration will investi-
gate and hold accountable any offi-
cials who failed to perform.

In two press conferences Tues-
day—one in English, one in Chi-
nese—Mr. Ma acknowledged that
the typhoon will hurt the island’s
economic performance in the cur-
rent quarter. The storm dumped
more than two meters of rain in
southern Taiwan over the weekend
of Aug. 8, killing hundreds of people
in mountain villages. Mr. Ma said
the death toll is now 434 people.

According to the National Fire
Agency, 136 people were killed and
386 are missing.

Mr. Ma said his administration
will conduct a review of the storm re-
sponse, to be completed by early

September, to identify any mistakes
in the response: “We will have a re-
view of the performance of the gov-
ernment to make sure to identify the
mistakes.”

He added that “then we will start
the investigation and punishment
process.” The review will be com-
pleted by early September.

Mr. Ma’s comments came as the
first senior official in the govern-
ment stepped down over the han-
dling of the typhoon. Vice Foreign
Minister Andrew Hsia resigned over
criticism of the ministry’s initial re-
jection of foreign aid offers. Politi-
cians from Mr. Ma’s own party as
well as from the opposition have
urged Mr. Ma to reshuffle his cabi-
net in the aftermath of the disaster.

At the Chinese press conference,
aimed at local media, the president
and four other senior officials bowed
for 10 seconds in front of cameras to
demonstrate contrition. Still, Mr. Ma
blamed the weather for the govern-
ment’s handling of the aftermath,
and defended his leadership and his
administration’s rescue efforts.

An editorial in Taiwan’s normally
pro-Ma China Times newspaper
Tuesday said Morakot highlighted
fundamental flaws in the president's

role as a leader.
«“The heavy rain prevented the

rescuers from having access to the
mountain area,” Mr. Ma said. “We
did try our best.”

Mr. Ma said the toll included 248
residents missing around the village
of Shiao Lin, which was largely bur-
ied by a landslide. Taiwan’s National
Fire Agency as of Tuesday listed 128

people confirmed killed, with 307
still missing.There was no explana-
tion for the one-person discrepancy
in the number of people affected.

In the wake of the catastro-
phe,Mr. Ma said Taiwan will spend
$300 million to buy rescue helicop-
ters and related equipment, while
its military will adopt new strate-
gies and tactics to respond to natu-
ral disasters. The money was origi-
nally allocated to buy 15 Black Hawk

helicopters from the U.S., to be part
of the island’s defense against long-
time rival China, with which rela-
tions have improved significantly
under Mr. Ma.

“Now our enemy is not necessarily
people across the Taiwan Strait, but
nature,” Mr. Ma said. The government
will allocate an additional 70 billion
New Taiwan dollars (US$2.13 billion)
for relief and reconstruction work,
while international aid has been con-
tinuously arriving in Taiwan.

U.S. military helicopters, includ-
ing two MH-53Es and two MH-60s,
Tuesday joined the rescue opera-
tion by lifting excavation equipment
into isolated areas that have been
cut off by floods. The four helicop-
ters took off from the USS Denver, a
cruiser based in Okinawa, Japan, in
waters off southern Taiwan, accord-
ing to Christopher Kavanagh,
spokesman of the American Insti-
tute in Taiwan, the de facto U.S. em-
bassy on the island.

A team of five from the European
Union’s Monitoring and Information
Centre arrived Monday to assess fu-
ture needs of Taiwan, according to
the Ministry of Foreign Affairs.

German weighs
plans to aid firms
in second crunch

By Naftali Bendavid

WASHINGTON—The White
House has sought to reassure allies
that its enthusiasm for a government-
sponsored insurance plan remains
strong, following an uproar over com-
ments by Health and Human Ser-
vices Secretary Kathleen Sebelius.

On Monday, the White House
sent an email to members of Con-
gress and other supporters saying
that President Barack Obama wants
a public insurance option as part of
health-care overhaul. Ms. Sebelius
seemed to suggest otherwise Sun-
day, saying a public option isn’t an
“essential element.”

Monday’s message took the form
of a Q-and-A. One question said, “It

is pretty clear that you are backing
away from the public plan. Right?”
The answer: “Nothing has changed.”
Another asked, “The White House is
saying that Secretary Sebelius mis-
spoke. Did she?” The response was,
“No. The secretary said what many
people in the administration have
been saying for months.”

That message is designed to ap-
pease two constituencies. Liberal ac-
tivists say they will oppose any over-
haul without a public option, while
moderates worry it will pave the
way for a government-run health
system. The White House is trying
to keep both factions at the table.

Some liberals were alarmed by
Ms. Sebelius’s comments, and lead-
ers of the Congressional Progressive

Caucus and Congressional Black Cau-
cus sent her a letter Monday in pro-
test. “We stand in strong opposition
to your statement that the public op-
tion is ‘not the essential element’ of
comprehensive reform,” it said. “We
cannot rely solely on the insurance
companies’ good faith efforts to pro-
vide for our constituents.”

Republicans, meanwhile, said
that even if the public option is
dropped, other aspects of the Demo-
crats’ plan—such as the cost, esti-
mated at close to $1 trillion over 10
years—make it unworkable.

“It doesn’t make a difference to
us,” said one House Republican lead-
ership aide. “This plan is so bad that
changing this one particular provi-
sion is not going to fix it.”

Schaeffler inks
finance deal
with bank group

The military will
adopt new tactics to
respond to natural
disasters.
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It’s deal time in London property market
British Land in talks;
Brixton finds buyer
for Equiton assets

Stockbridge may bid for Deutsche Bank fund

As London property markets be-
gin to turn the corner, it is beginning
to look like deal time again.

Investors who have built war
chests to scoop up property at attrac-
tive prices are coming out of the
closet and finding willing sellers. The
clearest sign of this happening are
the talks between private-equity in-
vestor Blackstone Group LP and Brit-
ish Land PLC, the U.K. property
group, about the sale of a 50% stake
in Broadgate, a development of
prime office buildings in London’s
City financial district.

Blackstone, which this year
closed a Œ3.1 billion ($4.37 billion)
fund to purchase European property,
is keen to take a stake in the Broad-
gate development, according to a per-
son familiar with the matter.

British Land Chief Executive
Chris Grigg confirmed that he had re-
ceived a number of approaches for
Broadgate and for the company’s
stake in the Meadowhall shopping
center in Sheffield. He wouldn’t elab-
orate.

“All British Land assets are for
sale at the right price,” Mr. Grigg said
on a conference call to outline the
company’s first-quarter results Tues-
day. “Broadgate is no exception. I can
confirm that we have received a num-
ber of approaches.”

Separately, Brixton PLC, the U.K.
industrial property real-estate invest-
ment trust, said Tuesday that Equi-

ton GP Ltd., an industrial-property
consortium in which it owns 30%,
agreed to sell all the assets in its Equi-
ton Industrial Partnership to Univer-
sities Superannuation Scheme Ltd.
for £196 million ($320.3 million), re-
flecting a net initial yield of 8.7%. In
addition to Brixton, Equiton’s share-
holders are Edgar Investments Ltd.,
which holds 44%, and SE Industrial
Unit Trust, which holds 26%.

British Land reported Tuesday
that from the peak of the property
boom in June 2007 to the end of its fis-
cal first quarter on June 30, the value
of its portfolio fell 41%, to £8.2 billion.
Net asset value per share fell 9% com-
pared with the fourth quarter, to 361
pence ($5.90), as the company’s prop-
erties were hit by declining rents.
British Land’s shopping centers were
hit hardest, with valuations falling
6% in the quarter. Office values fell
4%, while the value of British Land’s
superstores rose 1%.

Analysts said British Land’s re-
sults were in line with expectations
and showed that British Land had

come through the crisis in a strong
position.

“They are not under pressure to
sell Broadgate, but would do it if of-
fered the right price,” said John Lut-
zius, head of European operations for
brokers Greenstreet Advisors.

Over the past few weeks, signs of
stabilization in U.K. property mar-
kets have increased. British Land’s re-
port confirms that the decline in
property values has slowed and in
some cases is turning around, even in
the face of falling rents and rising va-
cancies.

There is a sense among investors
that the market is about to turn. And
that is creating interest in doing
deals and fueling takeover talk.

In the days before British Land re-
ported its results, speculation
emerged that a group of investors in-
cluding Lakshmi Mittal, the Indian
steel magnate, were considering a
bid for British Land. According to
news reports, the investors had con-
sidered bidding for Broadgate but de-
cided instead to consider a bid for the

entire group.
The Mittal family couldn’t be

reached for comment.
The rumors swirling around Brit-

ish Land have raised the possibility
that some investors may decide to go
after entire property companies
rather than investing in individual
buildings. The strategy is appealing
given that companies might be avail-
able at discounts. Also, so much
money has been raised for real-estate
investment that a bid for a major
property company could be possible.

But such deals mightn’t be easy to
pull off. For one, British Land’s portfo-
lio is valued at £8.2 billion. Its shares
closed in London on Tuesday at 483
pence, down 2.7%, a premium to its
net asset value of 361 pence a share.
Any bid would have to be at a big pre-
mium and it would appear difficult, if
not impossible, to finance a deal of
that size in this market.

It also is unlikely that British
Land, Land Securities Group PLC or
any of the property companies that
have survived the crisis will be taken

over without a fight.
“Do these companies really want

to be taken over after this downturn,
the recent equity raisings and their
long histories?” said Harm Meijer,
head of J.P. Morgan Chase & Co.’s Eu-
ropean real-estate research team.

How does a company like British
Land protect itself from an unwanted
takeover? One way would be to ex-
pand its assets. Mr. Grigg said the
company is no longer a net seller of
property and expects to make acquisi-
tions over the next two years.

In the 1990s, British Land took on
George Soros as a strategic investor
to fend off unwanted suitors and
make acquisitions. It still is unclear
what the Blackstone Group has in
store for British Land, but the Œ3.1 bil-
lion in its new fund is a lot of fire-
power.

“I would not be surprised to see
British Land team up with a capital
source—institutions, sovereign-
wealth funds or someone else—to
make opportunistic purchases,” said
Greenstreet Advisors’ Mr. Lutzius.

To sustain gains,
U.S. must change
tack, IMF says

By Anton Troianovski

Stockbridge Real Estate Funds
is considering a takeover bid for the
management of a $2.6 billion real-es-
tate fund run by Deutsche Bank AG’s
real-estate-investment unit.

Some of the top executives of
Stockbridge know the fund well.
They worked for the Deutsche Bank
unit, named RREEF, when the fund
made its top-of-the market invest-
ments that are now threatening to
push the fund into a bankruptcy fil-
ing.

Stockbridge Real Estate Funds
has expressed interest in making an
investment in RREEF America REIT
III, a move that likely would involve
Stockbridge replacing Deutsche’s
RREEF unit as the manager of the
fund, according to DeWitt Bowman,
the RREEF fund’s lead independent
director. He said it was too early to
make any deals.

“We’re not discouraging any of-
fers,” Mr. Bowman said. “We’ll take
a look at any reasonable offer and
evaluate it, and hopefully try to pre-
serve as much of shareholders’
value as we can.”

By taking over the fund, Stock-
bridge likely would get manage-
ment fees as well as a preferred re-
turn on the equity it contributes.
Stockbridge executives didn’t re-
turn calls seeking comment.

Like many property-fund man-
agers, Deutsche Bank is scrambling
to limit losses from risky, leveraged
deals done during the boom. But the

German financial firm has two other
variables to consider: an assertive
board of directors at America III and
a third-party fund manager, Stock-
bridge, that sees an opportunity in
the fund’s distress.

Deutsche Bank acquired RREEF
in 2002. The name had such cachet
at the time that Deutsche Bank re-
named its real estate, infrastructure
and private-equity investing busi-
ness RREEF Alternative Invest-
ments. But many top RREEF execu-
tives left the firm in 2007 when a
five-year retention pay plan ended.

Several, including former RREEF
Chairman Steve Steppe, partner
Mark Carlson and America III man-
ager Doug Sturiale, joined Stock-
bridge, of San Francisco.

The departures came in the wake
of several transactions that are dog-
ging RREEF. Chief among them: an
April 2007 deal to build office, retail
and residential buildings in down-
town Sunnyvale, Calif., which in-
cluded a $109 million bridge loan
that came due earlier this year. Any
loan default greater than $30 mil-
lion triggers a default on the fund’s

$150 million credit line; RREEF told
investors in May that it had at least
six such loans coming due in 2009.
To rescue the fund, Deutsche Bank
presented a recapitalization plan in-
volving a preferred equity offering,
lower fees and negotiations with
lenders. But people familiar with
the fund said the bank has had trou-
ble gaining traction in negotiations
with lenders.

Mr. Bowman and three other in-
dependent directors have hired fi-
nancial adviser Lazard Ltd. and law
firm Morrison & Foerster LLP to rep-
resent shareholders’ interests as
America III negotiates with credi-
tors, which include Deutsche Bank.
Deutsche Bank, meanwhile, has
hired J.P. Morgan Chase & Co. and
law firm Skadden, Arps, Slate,
Meagher & Flom LLP to explore a re-
structuring.

“We felt, as independent direc-
tors, that we needed to act in the in-
terest of the shareholders,” Mr. Bow-
man said in an interview. “Deutsche
Bank is also a shareholder, they’re
also a lender, and there are situa-
tions which may arise where we felt
independence was important.”

Mr. Bowman, a former chief in-
vestment officer of the nation’s larg-
est pension fund by assets, the Cali-
fornia Public Employees’ Retire-
ment System, has staked out an inde-
pendent position for a director at a
real-estate fund. The board’s move,
and Stockbridge’s interest in RREEF,
is a sign of the turmoil to come for
the real-estate-fund business. Mr.

Bowman said that, for now, neither
RREEF nor the board is looking to re-
place RREEF as the manager, but
that could change if negotiations
with lenders don’t go well.

“If down the line somewhere a re-
financing was in order, then that
would be an option,” Mr. Bowman
said of replacing RREEF.

Not all property funds have inde-
pendent boards. America III is struc-
tured as a private real-estate invest-
ment trust, which provides tax ad-
vantages as well as a board.

Real-estate funds became dar-
lings of institutional investors dur-
ing the mid-2000s because they
seemed to deliver big returns even
as the stock-market rise slowed. But
the credit crunch has exposed a flaw
in the funds’ strategy: It involved in-
creasing amounts of debt and risky
development projects. Plummeting
property values and nearing debt
maturities also have highlighted po-
tential conflicts of interest in a struc-
ture where a single financial com-
pany can be manager, shareholder
and creditor in the same fund.

Many property funds, which
raised at least $350 billion from
2002 to 2007, have marked their eq-
uity down 50% or more. America III
is no exception. It reported a 60%
loss for the 12-month period ending
March 2009. The San Joaquin
County (Calif.) Employees Retire-
ment System has written its $25 mil-
lion investment in the fund down to
a nominal $1,000.

LEADING THE NEWS

Sources: Thomson Reuters Datastream; the company
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Slowing the fall | British Land at a glance

Bloomberg News
The Broadgate Tower, developed by British Land in London
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By William Boston, James
Mawson and Anita Likus

REUTERS NEWS SERVICE

WASHINGTON—The global eco-
nomic recovery has begun, but sus-
taining it will require refocusing the
U.S. toward exports and Asia toward
imports, the International Mone-
tary Fund’s chief economist said.

In an article released by the IMF
on Tuesday, Olivier Blanchard also
said potential economic output may
be lower than it was before the finan-
cial crisis struck. “The crisis has left
deep scars, which will affect both
supply and demand for many years
to come,” Mr. Blanchard said.

U.S. consumption, which ac-
counts for about 70% of the U.S.
economy and a large chunk of global
demand, wouldn’t quickly return to
precrisis strength as households
cope with losses from the falling
housing and stock markets.

He said the financial crisis had
made Americans more conscious of
“tail risks”—events that are un-
likely to occur, but that, when they
do, have devastating consequences.
That means American consumers
are unlikely to return to their free-
spending ways, and both the U.S.
and its trading partners will have to
adjust. Emerging Asian nations, es-
pecially China, must play a big role.

If the rebalancing fails, the fu-
ture looks far more grim, the article
said, as there would be pressure for
more fiscal stimulus.

The German bank is
scrambling to limit
losses from risky,
leveraged deals.
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A Baryshnikov on the fields—in baseball cleats
Son of star dancers
sets off bidding war;
$800,000 from Twins

Max Kepler-Rozycki, 16, runs the bases at a German youth league game in June. One scout says he runs “like a galloping baby
deer.” He has just received an $800,000 bonus to sign with the Minnesota Twins, a stunning sum for a teenager out of Europe.

In Beep Ball, the umpires aren’t blind, but all the players are

By John W. Miller

BERLIN—Kathy Kepler, once a
star ballerina at the Berlin ballet, has
a saying: “Three days away, out of the
ballet.” That training motto also
serves her son Max, baseball’s most
unusual prospect.

Max Kepler-Rozycki, 16, has just
received an $800,000 bonus to sign
with the Minnesota Twins, a stun-
ning sum for a teenager out of Europe
and a record for an amateur position
player outside the U.S. and Latin
America. Officials from a dozen U.S.
Major League teams, including the
New York Yankees and Chicago Cubs,
came to Berlin this year to check out
the 1.9-meter, 86-kilogram out-
fielder. They compare his compact,
graceful swing to that of Shawn
Green, who retired in 2007 with 328
home runs. Scouts say Mr. Kepler-
Rozycki possesses baseball’s five
“tools” — speed, arm strength, glove-
work and the ability to hit for both
power and average.

But the reason the Twins are bet-
ting long on a kid who is still two
years away from his high school grad-
uation is another pair of attributes
scouts talk about, both inherited
from his parents, former Berlin ballet
stars. The first is genetics. Two ath-
letes usually beget talented kids. The
left-handed Max is so naturally coor-
dinated he can hit a golf ball 229
meters—right-handed.

The second is “makeup”—a mix of
discipline, attitude, confidence, seri-
ousness and stage presence that al-
lows players under the spotlight in a
technically difficult sport like base-
ball to adjust to tougher and tougher
competition. Makeup leads the cho-
sen to the top. Its absence chops
down the insanely talented athletes
they’re up against. Scouts say signing
players who have it is a smart way to
play the odds.

The Twins, really, are renting the
intensity, passion and ambition that
drive European high culture in a
heady place like Berlin and hoping to
convert those qualities into base hits.

Max’s mother, the American-born
Ms. Kepler, was an army brat whose
family settled in Texas. The Joffrey
Ballet school in New York gave her a
scholarship when she was 15. She
moved to New York by herself, danc-
ing at the school from 10 a.m. to 6
p.m. In 1984, she moved to Berlin and
met a muscular, handsome Polish
dancer named Marek Rozycki. An
elite dancer and amateur football
player, he had defected from Poland
when martial law was declared two
years before. They married and
raised two children on theater and
music.

As a child, Max liked the sword
fights in “Romeo and Juliet” and the
evil bat-like creature in “Swan Lake,”
and took music lessons—but he pre-
ferred baseball, soccer and tennis.
His parents accepted his passion—on
the condition he dedicate himself the
same way they had to ballet. Berlin
gives dancers 52-week contracts so
they can work at their craft every day.

After games, Mr. Rozycki often
massaged and stretched out his son.
When Max played first base, he
showed him how to train to do the
splits: Stretch out hard every night
and get to the position gradually. Ms.
Kepler educated Max about breath-

ing, concentration and the value of
footwork. “I told all the scouts I have
five-tool feet,” she says, lifting a bare
foot over a lunch of soup and sushi.

To acquaint himself with an unfa-
miliar pastime, Mr. Rozycki joined a
U.S. embassy softball squad. When a
ball flew over the fence in one of his
first games, Mr. Rozycki scampered
over the fence to get it. His team-
mates, many of them FBI agents,
stared in disbelief. Before long, he
was playing shortstop.

Ms. Kepler sought out the best do-
mestic German clubs for her son. The
Berlin Sluggers play on a diamond
that sits in a working-class neighbor-

hood, a few kilometers from the Ber-
lin Wall. It’s a dangerous area where
somebody was stabbed a few years
ago. Ms. Kepler drove her son—40
minutes each way—several times a
week. “They never stopped training,”
says Slugger’s coach Benji Kleiner. In
the winter of 2007-08, when Max
needed a place to work out, Mr. Rozy-
cki opened the state ballet school so
he could throw bullpen sessions.

In Berlin, “I wasn’t training
enough and was getting bored,” says
Max. He moved to Regensburg, a
small town in southern Germany
where an ambitious coach named
Martin Brunner has opened a base-

ball boarding school that, in the past
three years, has exported seven play-
ers to the U.S. minor leagues.

This year, Mr. Kepler-Rozycki hit
.400 for Regensburg’s second team
and had 10 hits in 17 at-bats for the
first team. “Max’s athleticism is pre-
cise, without wasted movement, like
in ballet,” says Mr. Brunner, who is
also a professional trainer. “He’s very
focused, very intense.”

In March 2009, Mr. Brunner took a
team to scrimmage with Boston Red
Sox minor leaguers at spring training
in Florida. Max thrived there, getting
hits off minor league pitchers who
were throwing over 90 mph. Back in
Germany, the Twins, Indians, Pirates,
Cubs, Reds, Mets, Yankees, Diamond-
backs, Rays and Astros paid visits.

After a while, their presence be-
came unnerving. Ms. Kepler, who
once won an audition competing
against 500 other dancers, counseled
her son on keeping his composure un-
der a microscope. She told him to
“keep deep breaths and put your best
foot forward, literally and metaphori-
cally.” The intensity of the teams’s in-
terest reminded Ms. Kepler of “when
the Paris ballet calls up to offer
$12,000 a night to dance the Bolero.”

Baseball’s complexity has opened
doors for other people with unusual
backgrounds. San Francisco Giants’
pitcher Barry Zito based his mechan-
ics on classical rhythms passed along
by his musician father, Joe. Another
Giants pitcher, Tim Lincecum,
learned his odd mechanics from his
dad, a Boeing engineer. But the ballet
is a new one.

It was no coincidence that the
Twins bid highest. Norway-based
scout Andy Johnson had spotted Max
at a tournament when he was 14. “I
saw this beautiful swing, and this kid
run up the line like a galloping baby
deer,” he says. Then he learned about
the family background, and was sold.
It became imperative to sign Max and
get him to the U.S. so he could face
better pitching, Mr. Johnson says.

On Tuesday, Max will arrive in
Florida to start his junior year in high
school and to begin training for his
minor-league debut. Next year, he’ll
join a Gulf Coast League team for the
2010 season that’s managed by Jake
Mauer, the brother of Twins catcher
Joe Mauer. It’s likely he’ll be the only
guy on the team who’s fluent in Ger-
man and Polish. Whether he’ll make
it to the major leagues is an open
question—open enough that the fam-
ily has put away the signing bonus for
now. “My husband and I know better
than anybody that you can tear a liga-
ment, and it’s over,” Ms. Kepler says.

Though driven and focused, Max
is still 16. During one of many inter-
views with German TV stations, a re-
porter wondered if being a pro ball-
player would make him more attrac-
tive to girls.

The kid’s reply: “Yeah, duh.”

SPORTS

By Ben Worthen

STOCKTON, Calif. — At the crack
of the bat, Mike Finn says he knew
he had a chance to make the play.

He took a few steps to his left as
the ball bounced in front of him,
reached up with both hands and
snagged it when it short-hopped
into his chest.

Mr. Finn, 40 years old, says he
instead “focused in on the sound
and tried to hear the thud” the ball

made when it hit the ground. He
has been blind since he was 2 years
old. Mr. Finn is one of the top play-
ers of beep baseball, a version of
baseball for the blind. The game he
was playing in recently was beep
baseball’s World Series, where his
team, the West Coast Dawgs, was
competing in the finals against
Homerun, a team from Taiwan. Af-
ter a brief pause, as sighted specta-
tors told blind ones about Mr.
Finn’s catch, the crowd burst into

applause.
For all its quirks, beep baseball is

a challenging and physically de-
manding sport. “People don’t think
it’s serious until they see a game or
participate in it,” says Joe Wood,
vice president of the National Beep
Baseball Association. “They have a
preconception about what a blind
person can do, and this shows them
we can do a hell of a lot.”

Beep baseball in its current form
was invented by some blind ballplay-

ers in Minnesota in 1975. The first
World Series was held the next year,
and it has since become an annual
midsummer event.

Under the game’s rules, players
use an oversized softball that’s
rigged with parts from decommis-
sioned pay phones that emit a
steady beep. Batters time their
swings by listening to the balls,
which weigh about a pound.

Since the game’s inventors fig-
ured blind people running around a

traditional diamond would have too
many collisions, beep baseball is
played with two 4-foot-tall, foam-
padded bases, each 100 feet from
the batter.

Many teams find it difficult to
land new recruits. “It’s hard just to
find blind people who aren’t afraid
to come out of their houses, let
alone risk injury by playing a sport,”
says Jennifer Boylan, who helped
found her beep-baseball team, the
Stockton Stingrays, in 2003.
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Commercial property lures investors back
But only the safest
properties can draw
foreigners’ money

Hotel owners are forfeiting their properties to lenders

Returns 
Foreign investment is becoming a bigger factor in property investment, 
after a hiatus in which investors stuck mostly to domestic markets. 
Property investment, in billions of euros
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TWA Pramerica bought the 22,000 sqm shopping Center, ‘Le 32’ in Lille,
Northern France for Œ160 million. 

LEADING THE NEWS

By Anita Likus

LONDON—International buyers
have returned after a long hiatus to
Europe’s commercial-property mar-
ket, a crucial first step to revival.

Investment volumes in 32 Euro-
pean countries in the second quar-
ter rose to an aggregate Œ11.97 bil-
lion ($16.86 billion), or 2.5% more
than in the previous quarter, accord-
ing to property-services company
Cushman & Wakefield. The rise was
largely driven by a 16% increase in in-
vestment from foreign buyers in
core Western markets.

Getting investors to venture be-
yond the safety of their domestic
markets is only one of the require-
ments for a recovery in the commer-
cial-property market. And while
more investors have been willing to
buy into commercial property, they
have shared a narrow focus, shun-
ning offices, industrial spaces and re-
tail spaces that have risk attached.

They are largely focusing on so-
called prime properties that have
strong tenants on long leases, said
European property-investment
managers Aberdeen Property
Investors.

“International investors are cur-
rently focusing on a narrow band of
prime assets with strong income se-
curity,” said Tony Horrell, Jones
Lang LaSalle’s head of European cap-
ital markets.

Overall, second-quarter invest-
ment volumes were just 41% of the
average for 2008 and 19% of the aver-
age for the market’s peak year in
2007.

Yields on all kinds of prime prop-

erty rose just 0.07 percentage point,
compared with 0.28 percentage
point in the first quarter, the small-
est quarterly increase since the end
of 2007. Lower yields imply higher
returns on investment, so the
smaller increases should encourage
buyers.

This won’t, however, help so-
called secondary properties, which
have shorter leases and less finan-
cially stable tenants. “For a full-
scale recovery in the broader sector,
we will need to see investors and
banks take a more active interest in
the pricing of risk,” Mr. Horrell said.

Most of the big crossborder com-
mercial-property deals in Europe
have involved prime properties.

In Germany, London-based real-
estate fund Europa Capital LLP

bought the Berlin Forum Steglitz
shopping center from U.K. real-es-
tate investment trust Hammerson
PLC for Œ70 million. The center is
100% leased.

Arab Investments also bought a
mixed-use property in Berlin for
Œ70 million, which is 100% let.

In Germany, foreign investors
only accounted for 15% of the Œ1.9 bil-
lion investment.

In France, they accounted for
46% of Œ1.37 billion in total second-
quarter investment activity, com-
pared with 7.2% in the previous
quarter.

Deals included TWA Pramerica’s
purchase of a 22,000-square-meter
shopping center in Lille, in northern
France. TWA bought “Le 31” for two
of its special funds through a joint

venture for about Œ160 million on a
yield of 6%.

In Spain, foreign investors ac-
counted for 48% of total property in-
vestment activity, or Œ404 million
of a total Œ837 million, compared
with 18% in the first quarter.

Dutch property-investment com-
pany Corio NV bought the leasehold
on the Príncipe Pío shopping center
in Madrid from Grupo Riofisa for
Œ126 million, reflecting a 7.8% net ini-
tial yield.

Property markets traditionally
lag behind the movements of the
broader economy, feeling the im-
pact some six to 18 months later. So
while Aberdeen Property Investors
expects commercial property to
turn around sometime between the
end of 2009 and the middle of 2010,

it still expects property-market re-
turns to be weak over the next 12
months as rental levels and capital
values fall.

On top of that, the rental markets
have seen rents go down in 26 coun-
tries of the 32 examined by Cush-
man & Wakefield.

Cushman also has noted a wide
mismatch between what buyers
want to purchase and what is
available.

Finally, those who want to come
back to the market still find it diffi-
cult to get financing. Banks are wary
of lending for property investments.
And, in commercial property, lend-
ing is unlikely to be prioritized in
the short term by banks that had al-
ready amassed large exposures to
property before the crisis hit.

By Kris Hudson

“Jingle mail” isn’t just for home-
owners anymore. From San Diego to
Dearborn, Mich., an increasing num-
ber of hotel owners in the U.S. mar-
ket are simply walking away from
money-losing properties and forfeit-
ing them to lenders.

The rise in hotel forfeitures is the
product of the worst hotel market
since the early 1990s, with revenue
declining by double-digit percent-
ages. That has pushed the value of
many hotels to less than the balance
on their mortgages. Just like home-
owners who mail their house keys
back to the bank—so-called jingle
mail—hotel owners see no hope in
renegotiating their loans.

Distressed noncasino hotel loans
now cover more than 1,000 proper-
ties with a cumulative loan value of
$16.8 billion, according to Real Capi-
tal Analytics, a real-estate research
company. That figure encompasses
delinquencies, foreclosures, bank-
ruptcies and restructurings of securi-
tized mortgages in addition to loans
from banks and other institutions.

Among them are a Mondrian bou-
tique hotel in Scottsdale, Ariz.; a St.
Regis resort in Dana Point, Calif.;
the InterContinental Montelucia Re-
sort & Spa in Scottsdale, and a Hyatt
Regency in Dearborn—each of
which is either in foreclosure or has
stopped making payments on its
debt. It includes the 680 hotels of

the Extended Stay Inc. chain that
filed for bankruptcy in June.

Delinquencies of loans on casi-
nos that have hotels adds 31 proper-
ties and $8.6 billion in distressed
loans to the mix.

One major factor in the foreclo-
sures: Many hotel loans are difficult
to restructure because they were
packaged into commercial mort-
gage-backed securities, or CMBS,
which combine hundreds of prop-
erty payments into one single bond.
With scores of investors owning
those bonds, it is extremely hard to
cut a new deal to keep the hotel in
owners’ hands.

“There is no one person or two
people that can really represent the
interests of the borrowers and
strike a deal,” said Art Buser, chief
executive of Sunstone Hotel Inves-
tors Inc., which is forfeiting one ho-
tel and has put lenders on notice
that it might do so with others.

Unlike malls and office buildings
with long-term leases, hotels can
empty out overnight, wrecking an
owner’s ability to pay back a mort-
gage. That has pushed delinquen-
cies upward, especially for CMBS
backed by hotel properties. Accord-
ing to Trepp LLC, the delinquency
rate for CMBS tied to hotels was
4.75% in the second quarter, up from
0.5% a year earlier. Debt-rating pro-
vider Fitch Ratings predicts that
rate will jump to between 10% and
15% by year end. In the hotel crash in

1990, more than 14% of all loans tied
to hotels, including those from
banks and insurance companies,
were in arrears, according to New
York University figures.

Hotel guests are unlikely to no-
tice many changes, because lenders
and commercial mortgage-servic-
ing companies appoint receivers
and interim management compa-
nies to oversee the properties. The
owners of the historic Columbia
Gorge Hotel in Hood River, Ore., shut
down the 42-room hotel in January
and forfeited it to lender ShoreBank
Corp. in July rather than continue
paying its $5.1 million mortgage.
ShoreBank retained North Pacific
Management Inc. to run the hotel
and plans to reopen it in September.

To be sure, a delinquency doesn’t
immediately or always translate to
foreclosure. It often takes several
months for a lender to foreclose on a
property with a delinquent mort-
gage. And some delinquent borrow-
ers manage to negotiate with lend-
ers to avoid foreclosure or file for
bankruptcy protection to thwart it.

What is striking about the cur-
rent trend is that several of the com-
panies forfeiting hotels are publicly
traded. In past hotel downturns, the
distress was greater for older, no-
frills hotels and motels in private
hands. Now, there are far more pub-
licly held hotel owners than in the
early 1990s. In particular, several
owners of upscale and luxury hotels

debuted in the public markets since
that downturn.

Many hotel owners went on acqui-
sition sprees during the latest boom
that left their properties loaded with
debt. “The amount of leverage that
was put on in the late 1990s wasn’t
as high for the public companies as
what some of them took on more re-
cently,” said David Loeb, a lodging
analyst with Robert W. Baird & Co.
“Pricing for hotels really got out of
control in 2005 to 2008 and the pub-
lic companies were aggressive in
buying assets, so they piled on a lot
of mortgage debt.”

Perhaps the highest-profile ho-
tel forfeiture of this recession was
made by Sunstone, of San Clemente,
Calif., which in June disclosed it
stopped making payments on its
$65 million securitized mortgage on
the 258-room W San Diego and in-
tended to turn over the hotel to the
special servicer overseeing its mort-
gage. The move was noteworthy be-
cause the W is a prominent luxury
hotel in downtown San Diego and
Sunstone was among the first pub-
licly traded real-estate investment
trusts to disclose its intent to give
back a hotel in this recession.

Sunstone isn’t done renegotiat-
ing mortgages and walking away
from some of its 39 upscale hotels. It
quit making interest payments on
the $30 million mortgage on the
341-room Renaissance Westchester
hotel in White Plains, N.Y., in a bid to

get the loan’s servicer to agree to
new terms.

The REIT is prepared to play hard-
ball with other mortgage holders,
too: In May, Sunstone obtained agree-
ments from its bondholders in which
the bondholders agreed not to de-
clare a cross-default and demand im-
mediate payment of their bonds in
the event that Sunstone separately
defaulted on as much as $300 million
of its mortgages. That gave Sunstone
the leeway to stop payment on vari-
ous mortgages as a way to compel
those mortgage holders to agree to
revised payment terms.

Neither lenders nor the markets
have punished Sunstone greatly for
punting the W San Diego. Three
weeks after Sunstone announced the
move in early June, Sunstone and its
banks completed a renegotiation of
its credit line that loosened its cove-
nants, such as the ratios by which Sun-
stone’s cash flow must cover its fixed
charges. Sunstone’s stock has de-
clined 0.2% since the REIT disclosed
its plans for the W. In comparison, a
Dow Jones index of 12 hotel-REIT
stocks rose 5.2% in that span.

“Forfeiting a property to a
lender doesn’t have the same stigma
attached to it in this cycle as it did in
past cycles,” said Bjorn Hanson, an
associate professor of lodging at
NYU. “Lenders and industry execu-
tives understand that this was unan-
ticipated and outside of manage-
ment’s control.”
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Slicing the bread but not the prices
Panera focuses
on employed eaters
willing to spend

Search engine Baidu touts new ad system

By Julie Jargon

While other recession-wracked
restaurant chains in the U.S. offer
meals for as little as $5, Panera
Bread Co. has this deal on its menu:
a lobster sandwich for $16.99.

Panera has been bucking conven-
tional industry wisdom during the
downturn by eschewing discounts
and instead targeting customers
who can still afford to shell out an av-
erage of about $8.50 for lunch.

The St. Louis-based chain of
1,400 cafes says it has been able to
persuade customers to pay premi-
ums because it has been improving
the quality of its food.

“Most of the world seems to be fo-
cused on the Americans who are un-
employed,” says Panera Chief Execu-
tive Ron Shaich. “We’re focused on
the 90% that are still employed.”

While second-quarter sales at
stores open at least one year were
flat, same-store sales at company-
owned stores rose 2.8% in the first
27 days of the current third quarter.
Panera is projecting growth this
quarter in its operating profit, aver-
age customer check and number of
transactions.

Panera’s results contrast with
those of many other casual-dining
chains, which have been posting neg-
ative same-store sales, due partly to
declining traffic and lower-priced
food. Some have found that dis-
counting has not only hurt margins,
but failed to lure as many customers
as hoped.

Brinker International Inc. tried
a promotion offering smaller por-
tions of menu items for under $7 at
its Chili’s Grill & Bar chain; when
Brinker reported earnings this
month, it said diners didn’t consider
the deal a good value. Brinker is now

trying a new promotion—where
two Chili’s customers can get two en-
trees, an appetizer and a dessert for
$20—and has said it is looking prom-
ising.

“Every chain is cutting some-
thing—portion size, quality, hours
of labor,” says Panera’s Mr. Shaich.
“The result is that ultimately the cus-
tomer feels it.”

Panera competes directly
against other pay-at-the-register
bakery cafes such as Cosi Inc., Para-
dise Bakery & Café Inc. and Corner
Bakery Café, owned by CBC Restau-
rant Corp. Panera is also an alterna-
tive to full-service casual restau-
rants such as Applebee’s.

“They play up the freshness of
their products, and that resonates
with their target customer,” says
Bob Goldin, executive vice president
at restaurant consulting firm Tech-
nomic Inc. “They’ve also had a loca-

tion strategy focused more on afflu-
ent suburbs, which seems to have
paid off.”

At a downtown Chicago Panera,
Anne Skrodzki, a 28-year-old attor-
ney, spent $9.72 on a chicken Caesar
salad and frozen lemonade for
lunch. “I think it’s a pretty good
value. The portions are generous,”
she says. “The food is high quality....
I’ve also gotten used to coming here
for the free wi-fi.”

Panera’s target customer is 25 to
50 years old, earning $40,000 to
$100,000 a year. To give those cus-
tomers a reason to return, Panera
has been touting new products with
fresher ingredients.

The company is baking loaves
later in the morning so they’re
fresher and it recently altered the
fermentation cycle of its baguettes
to make them sweeter. It will soon in-
troduce a breakfast sandwich made

with eggs that are fresh instead of
processed.

Panera also is testing the $16.99
lobster sandwich—which contains a
half pound of lobster meat— in
more than 50 stores in New Eng-
land. The company says the sand-
wich is selling well, but declines to
provide details.

To be sure, most of Panera’s
menu is considerably cheaper than
the lobster. A Mediterranean Veggie
sandwich at a Panera in Chicago
costs $5.69, while an Asiago Roast
Beef costs $6.99.

Panera has learned from past mis-
steps. In the summer of 2007, Pan-
era promoted a new strawberry pop-
pyseed salad with colorful signs.
The salads sold well but because the
ingredients were expensive the
profit margins were thin. The follow-
ing summer the price was raised.
“They clearly went to school on
that,” says Robert Derrington, an an-
alyst at Morgan Keegan. “They rede-
signed their menu boards to promi-
nently display only those items with
higher margins.”

One area where Panera has felt
the recession is in its catering busi-
ness, as companies order in fewer
lunches. But Panera also has main-
tained tight financial controls.
When the economy was strong,
many restaurant chains piled on
debt to pay for aggressive expan-
sion. Panera took a more measured
approach to store openings and cur-
rently has no debt and more than
$100 million in cash.

A drop in commodity costs has
also helped. In the company’s sec-
ond quarter, its profit rose 28% from
a year earlier to $20 million as reve-
nue rose 3% to $330.8 million.

Not all bakery cafes are doing
well. Cosi reported a loss of
$969,000 for its second quarter and
a 14% decline in revenue. Same-
store sales at Cosi’s company-
owned restaurants declined 12.7% in
the quarter. The company attrib-
uted the sluggish performance to
the recession.

By Jonathan Cheng

HONG KONG — News Corp. is re-
structuring its Asian broadcast
businesses into three units and re-
ducing headcount at its regional
headquarters in Hong Kong by
30% over the next year.

As part of the restructuring,
Paul Aiello, chief executive of Star
TV, News Corp.’s Asian broad-
caster, will step down at the end of
the year, the company said.

James Murdoch, chairman and
chief executive for News Corp. in
Europe and Asia, will be taking di-
rect control of Star TV operations
in Asia.

The reorganization is part of an
attempt to localize Star’s business
model across the region and
wasn’t a response to global eco-
nomic difficulties, according to a
Star spokeswoman.

The Asian broadcast business
will be hived off into Star India,
Star Greater China and a third op-
eration covering the rest of Asia
known as Fox International Chan-
nels, which will combine English-
language channels such as Star

World and Star Movies with those
carrying the Fox and National Geo-
graphic brands.

The reductions will mean the
loss of about 150 to 200 positions.

“While it was once natural to
have a larger, regional headquar-
ters, the company has now
reached a scale in its key local mar-
kets where we are ready to em-
power the teams on the ground
and move a number of functions to
be closer to viewers,” said Mr. Mur-
doch, a son of Rupert Murdoch,
chairman and chief executive of
News Corp. News Corp. also owns
The Wall Street Journal.

India has been a particular fo-
cus for News Corp. Launched with
five channels in 1991, Star India
now operates 19 channels there in
eight languages, including its
Hindi general entertainment chan-
nel Star Plus, reaching about 226
million cumulative homes. Star
Greater China will oversee five Chi-
nese-language channels, while Fox
International Channels will oper-
ate 37 channels under 17 brands as
part of the restructuring.

The Star spokeswoman de-
scribed the changes as a “natural
evolution” that would shift re-
sources from Hong Kong to the lo-
cal markets. She said about 30% of
the Hong Kong headcount would
be reduced by the end of June, but
declined to go into specifics.

News Corp. also announced
that it would set up a small office
in Hong Kong to manage regional
joint ventures, business develop-
ment and other functions.

Mr. Aiello will stay with News
Corp. until December to help man-
age the restructuring. According
to the Star spokeswoman, Mr.
Aiello currently has no immediate
future plans.
 —Shira Ovide

contributed to this article.

Sources: Thomson Reuters Datastream 
(chart); Agence France-Presse (photo)
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Among its initiatives to emphasize freshness, Panera is baking bread later in the
day. Above, a Panera in Brookline, Mass., on Sunday.

By Aaron Back

And Loretta Chao

BEIJING—Baidu Inc. expects a
new online advertising system to sig-
nificantly boost the Chinese Internet
search company’s revenue as soon as
the current quarter, Chief Executive
Robin Li said in an interview.

The new system, dubbed Phoenix
Nest, was launched in April to more
clearly differentiate paid advertise-
ments from search results, and to of-
fer advertisers new tools to track the
return on their ad investment.

The launch followed public criti-
cism in China that Baidu didn’t
clearly differentiate ads from search
results, and an admonishment of the
company in November by Chinese
State television for carrying ads for
unlicensed medical providers.

Mr. Li said Phoenix Nest, which
the company is currently using for
some searches during a transition
phase, has slightly hurt revenue be-
cause of credit rebates and other in-
centives offered to advertisers to
switch to the new system.

But “going forward, Phoenix Nest
will have meaningful positive impact
to our revenue,” he said. More than
100,000 advertisers, or around 40%
of Baidu’s customers, are using the
new system, he said.

Baidu is China’s dominant search

engine, with 62% of the search mar-
ket by revenue in the second quarter
of 2009, according to research firm
Analysys International. Google Inc.
follows with 29%, but that is up from
just 2% in 2003.

Baidu’s net profit in the three
months through June rose 45% from
a year earlier to $56.1 million, and rev-
enue rose 37% to $160.7 million, as on-
line advertising spending recovered
along with the broader Chinese econ-

omy.
Mr. Li said China’s Internet search

market is still in the early stages of
its development. Although China has
the world’s third-largest economy,
and the world’s largest population of
Internet users with more than 338
million, Mr. Li pointed out that the
country’s search market is similarly
sized to that of South Korea in reve-
nue terms, indicating there is room
for continued growth in China.

The CEO said he thinks growth in
online retail sales will be an impor-
tant driver of Baidu’s future gains.
“As more and more retailers come on-
line, they will need to promote their
brand, and drive traffic to their Web
sites,” Mr. Li said. “Because we have
such a large traffic share, they will
definitely use us for that.”

Some analysts have warned that
Baidu will face growing competition
for advertising dollars from Alibaba
Group’s Taobao.com, China’s top
e-commerce site, which lets individu-
als and businesses sell retail goods,
similar to eBay Inc. and Amazon.
com Inc. in the U.S.

Asked about the prospect of ris-
ing competition, Mr. Li said that
Baidu’s large user base gives it an
edge. “What’s even more important
is, Baidu is an open system willing to
link to anything on the Internet,” he
said. An e-commerce site like Taobao
“is more or less a closed system. You
can only find information that’s avail-
able on that site.”

Alibaba Group spokesman John
Spelich, in response, said that
Taobao, which doesn’t charge users,
has millions of sellers who see “great
returns” from the site and who won-
der “why they need to advertise else-
where when virtually all the traffic
coming to their shops through
Taobao is there to buy something.”
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Star TV unit
of News Corp.
gets overhaul

The changes would
shift resources
from Hong Kong to
the local markets.
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GM’s Saab sale still faces hurdles

Production at the Nummi plant, above, consists mostly of Toyota’s Tacoma pickup truck and Corolla car.
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By Norihiko Shirouzu

Toyota Motor Corp. is seeking to
close a California assembly plant it
owns jointly with the former General
MotorsCorp.,accordingtoToyotaex-
ecutives, in a move that could im-
proveefficiencyatitsU.S.operations.

But the Japanese auto maker
faces a number of unresolved is-
sues, the executives said, including
hundreds of millions of dollars in po-
tential costs from a closure. Those
factors could complicate any final
decision, they said.

Toyota is now in negotiations
with the former General Motors
Corp.—the “Old GM” left behind in
bankruptcy court after the reorga-

nized U.S. auto maker was re-
launched in July—to figure out how
it could walk away from the plant,
called New United Motor Manufac-
turing Inc. or Nummi. “Our gut feel-
ing is we need to end production” at
the plant, said one of the executives.

The reorganized GM last month
decided to abandon Nummi, which
has mostly been a money-losing op-
eration since Toyota and GM estab-
lished the partnership in 1984. It pro-
duces about 400,000 vehicles a year.

Separately, GM said it planned to
raise production in the third and
fourth quarters and announced it
would reinstate 1,500 jobs.

“The uptick is an encouraging
sign that vehicle sales are turning
around,” said Tim Lee, GM group
vice president of global manufactur-
ing and labor.

The auto maker said it plans to
add about 60,000 vehicles in the
third and fourth quarter production
forecast. Through July, the com-
pany has sold 1.14 million light vehi-
cles in the U.S. so far this year, down
38% from the same point last year.

Discussions over the Nummi
plant come as Toyota’s new chief ex-
ecutive, Akio Toyoda, and his man-
agement team look for ways to solve
the company’s excess capacity. The
problem is particularly acute in
North America, where the company
added new plants earlier in the de-
cade to meet then-strong demand.

By shifting Nummi’s capacity to
other plants in North America, Toy-
ota would be able to shore up profit-

ability. Toyota’s North American as-
sembly plants are operating at
about 50% to 60% of capacity, ac-
cording to U.S.-based consulting
firm CSM Worldwide.

Production at Nummi consists
mostly of Toyota’s Tacoma and Co-
rolla. Production of the Pontiac
Vibe, which Nummi produces for
GM, is due to end this month.

A Toyota executive said Toyota
could shift production of the Corolla
car to a plant in Canada and the

Tacoma pickup truck to San Anto-
nio, while a Japan plant and possi-
bly a plant in Mexico could produce
at least temporarily the Corolla and
the Tacoma.

California lawmakers and Gov.
Arnold Schwarzenegger have ap-
pealed to Toyota to save Nummi and
its 4,600 jobs, a majority of which
are represented by the United Auto
Workers union.

The Toyota executives said the
company is trying to make a decision
on Nummi by the end of this month,
butrepresentativesfrom Toyota and
theold GMare expectedto meetlater
this month for only the second time
in an effort to nail down terms.

“There are still a mountain of un-
resolved issues” concerning, among
other things, the plant’s hourly
workers, the parts producers that es-
tablished operations around the San
Francisco area to supply parts to

Nummi, as well as how to shift pro-
duction to other Toyota plants, said
one of the executives.

Because of environmental dam-
age caused by the plant, the site in
the San Francisco suburb of Fre-
mont where GM and Toyota have op-
erated Nummi would require sub-
stantial funds to clean up before it
could be offered for sale, an execu-
tive said. Nummi also has debts on
its own, said executives.

The Toyota executives argue
they tried to persuade GM to uphold
the joint venture down to the last
minute, offering at one point the
Prius, a popular gasoline-electric hy-
brid car, as well as a version that GM
could sell under one of its own
brands at Nummi. GM couldn’t im-
mediately be reached for comment.

—John Kell contributed
to this article.

Toyota aims to close California factory
It could be expensive to shut Nummi plant, owned with old GM; production to shift elsewhere in North America

Saab cars in a Boston showroom. Swedish auto maker Koenigsegg intends to
acquire Saab from GM, but needs to raise more capital for the deal to proceed.
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Slow lane
Toyota vehicles sold in the U.S.,
in millions:

Source: the company
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By Ola Kinnander

STOCKHOLM—General Motors
Co. said Tuesday it has reached an
agreement to transfer its unprofit-
able Swedish unit Saab Automobile
AB to a group led by Swedish super-
car maker Koenigsegg Automotive
AB, but the deal hinges on obtaining
about three billion kroner ($412 mil-
lion) in additional financing.

The head of Saab, Jan Ake Jons-
son, and Christian von Koenigsegg,
founder of Koenigsegg Automotive,
said they are hopeful that the Swed-
ish government will provide financial
support as they try to restore Saab to
profitability after the consortium
struggled to raise capital elsewhere.

If the European Investment Bank
approves an estimated Œ500 million
($704 million) loan, the consortium
will have managed to raise 70% of
the capital it thinks it needs, said
Mr. von Koenigsegg.

“Normally we would be able to get
a regular loan to raise the remaining
30%, about three billion kroner, but
not with the capital markets today,”
he said. “The remaining part should
come from the Koenigsegg Group and
GM but we want Sweden to arrange a
bridge loan with interest. Other gov-
ernments have done much more to
help their car companies.”

However, Jöran Hägglund, a state
secretary at Sweden’s Enterprise
Ministry and the government’s main
liaison to the auto industry, reiter-
ated that the Swedish government
won’t buy a stake in Saab or help it in
any way other than possibly provid-
ing guarantees for the loan from the
European Investment Bank.

The Swedish government has
backed away from giving any direct
financial assistance. This stand con-
trasts with that of the German gov-
ernment, which has offered billions
of euros in loans to a buyer for GM’s
German operations, Adam Opel.

Mr. Hägglund cautioned that
“several steps” remain before Saab
can get the loan from the European
Investment Bank. “The most deci-
sive factor” is whether Koenigsegg
can raise the additional capital re-
quired, he said.

If Koenigsegg increases its fi-
nancial commitment and the Euro-
pean Investment Bank approves a

loan, the Swedish National Debt Of-
fice must then agree to guarantee
the loan and the European Union
must rule that the loan guarantee
doesn’t constitute improper state
support. GM said it was hopeful
that the deal would be completed
by the end of the year.

Mr. von Koenigsegg criticized
GM’s handling of Saab and said he
planned to realign the car maker as a
niche brand. Under the consortium’s
business plan, Saab would break
even in 2012, producing at least
100,000 vehicles that year, he said.
 —Ian Edmondson

contributed to this article.
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Australia property trusts
post losses, cite challenges

Questions surround tower
Burj Dubai is set
to open, but when?
how high as tallest?

Morgan Stanley sells
Shanghai tower to Soho

The Dubai Tower, already the world’s tallest, stands at just over 2,625 feet but is
expected to top out near 2,684 feet.

An artist’s rendering of the 52-story
Exchange building in Shanghai.

THE PROPERTY REPORT

By Stefania Bianchi

DUBAI—Amid a slumping real-es-
tate market and canceled or delayed
development projects across this
city-state, a mystery is swirling over
the nearly completed Burj Dubai, al-
ready the world’s tallest skyscraper:
When will it open?

Emaar Properties PJSC, the Mid-
dle East’s largest home builder by
market capitalization, isn’t saying.

Emaar Chairman Mohamed Ali Al-
abbar last year said that September
2009 was a “possible and reason-
able” date for completion. However,
this date slipped after the company
said it wasn’t happy with the interior
design and wanted to upgrade it. Lo-
cal media reports now suggest the
United Arab Emirates National Day
on Dec. 2 as the new deadline, but
Emaar has refused to confirm, say-
ing only that it will open “this year.”

A handful of cranes still are work-
ing halfway up the tower, which
stands at just over 2,625 feet. Emaar
won’t disclose the tower’s final
height until completion, although
most estimates put it at 2,684 feet,
far taller than Taiwan’s Taipei 101,
which had been the world’s tallest
skyscraper at 1,670 feet.

Emaar’s silence on the issue, and
the emirate’s financial woes, has in-
tensified the mystery surrounding
the $1 billion tower and sparked
questions around the city about the
readiness of the building. It also has
raised concerns among investors
who have paid as much as $3.5 mil-
lion for one-bedroom apartments
there.

Intended as a symbol of Dubai’s
global ambition and engineering ca-
pabilities, the emirate’s real-estate
and financial landscape has
changed since construction of the
Burj Dubai, or Dubai Tower, started
in September 2004.

Like other places around the
world, Dubai has been hit by a prop-
erty slump as a result of the global
credit crunch. Home values have
fallen by about half from their peak
in the third quarter of last year. As
the downturn shows no signs of let-
ting up, many developers are being
forced to scale back real-estate
projects, shed staff and make other
cash-saving moves.

Emaar, which dominated the
Dubai building boom since it opened
up to foreign investors in 2002, also
is facing the impact of falling house
prices and sales both at home and
overseas. In July, it posted a second-
quarter loss of $350 million, com-
pared with a net profit of $571 mil-
lion a year earlier after it was forced
to write off $470 million from its
U.S.-based John Laing Homes divi-
sion. The developer said it is putting
expansion plans on hold and is focus-
ing on finishing existing projects to
offset the downturn.

The opening of the Burj Dubai,
which stands at the heart of Emaar’s
$20 billion flagship Downtown de-
velopment close to Dubai’s main

business district, won’t only lift
Emaar’s reputation globally, it also
will boost the developer’s revenue
by almost $1 billion as residential
units are delivered to owners. Most
buyers are expected to close on
apartments because they already
have paid most of the sales price.

The tower’s design by Adrian
Smith, an architect at Chicago-
based Skidmore, Owings & Merrill
LLP until 2006, is drawn from the
desert flower, hymenocalis. Skid-
more continues to be in charge of
the project, with Samsung Engineer-
ing & Construction and Belgium’s
Besix SA as its primary builders.

When finished, the skyscraper
will have an estimated population of
35,000 over 160 floors, 54 elevators,
almost a thousand residential units
and more than 220,000 square feet
of prime business space.

It also will house Italian fashion
designer Giorgio Armani’s first ho-
tel with 160 guest rooms, four swim-
ming pools, a cigar club, a library,
spas and an observation platform
on the 124th floor.

Emaar launched the first phase
of sales of the 144 one- and two-bed-
room Armani Residences apart-
ments in October 2007, and they
sold out. The building also has 900
other condominiums.

At the height of Dubai’s property
boom, one-bedroom apartments
were selling for between $1,715 and
$2,776 a square foot on the second-
ary market, according to Better-
homes, one of Dubai’s largest real-es-
tate brokers. One of the most expen-
sive apartments on its books at the
time was a one-bedroom apartment
that sold for just over $3.5 million.

Today, prices have slumped be-
tween 50% and 60% and sales on the
secondary market have stalled due
to a wide gap between asking and of-
fered prices. Few of the Burj apart-
ments are listed on the secondary
market.

The Burj Dubai became the
world’s tallest building in July 2007.
In April 2008, it became the tallest
man-made structure, exceeding the
KVLY-TV mast in North Dakota,
which stands 2,063 feet.

It isn’t clear how long the Burj
Dubai will hold the title of world’s
tallest. Plans for taller towers have
been announced around the world.

Last year, Dubai government-
owned developer Nakheel, which is
building the emirate’s iconic palm-
tree-shaped archipelagos, said it
planned to build a one-kilometer-
tall tower in Dubai as part of a $38
billion commercial and residential
project. The company has since de-
layed the project.

By Jonathan Cheng

HONG KONG—Chinese commer-
cial-property developer Soho China
Ltd. made its first acquisition out-
side its home base of Beijing, paying
about $360 million to a Morgan
Stanley real-estate fund for a
52-story office and retail tower on
the edge of one of Shanghai’s main
business districts.

Hong Kong-listed Soho said it
would lease the office space in the
building or sell it in pieces, starting
in September. Soho also will manage
the building, which it is rebranding
as The Exchange—Soho.

The transaction offers a profit-
able exit for the Morgan Stanley
fund, which purchased the then-un-
finished building in August 2006 for
about $245 million and did construc-
tion and upgrade work before sell-
ing it to Soho.

The purchase represents confi-
dence from one of China’s highest-
profile developers that commercial
property in mainland China’s finan-
cial hub will recover strongly as the
government tries to get the econ-
omy back on track.

Though brokers and analysts are
generally positive about the longer-
term prospects for Shanghai’s office-
leasing market, the short term pre-
sents immediate challenges, with
substantial supply hitting the mar-
ket at a time when tenants are delay-
ing expansion amid concerns about
the global economy.

In the second quarter of 2009,
Shanghai’s top-grade office market
saw its first quarter-on-quarter in-
crease in vacancy in recent years,
hitting 14.1%, according to property
brokers Colliers International. At
the same time, Colliers said, average
rents fell 9% when compared with
the first quarter of the year

The timing of the purchase sug-
gests that Soho sees upside in the
current environment. The devel-
oper has said for years that it would
stick with the Beijing market it
knows best, though company execu-
tives have said in recent months
that they would invest in other mar-
kets after careful consideration.

“Although this is our first foray
into Shanghai, it certainly won’t be
our last,” Soho Chairman Pan Shiyi
said Tuesday.

Mr. Pan said he still saw commer-
cial property in Shanghai as “under-
valued” compared with the residen-

tial market, adding that he had little
interest in investing in the city’s resi-
dential property market. “We want
to buy where prices are cheap,
rather than chasing rising prices,”
he said.

The building, one of Shanghai’s
tallest skyscrapers at a height of 712
feet, had changed hands a few times
since construction began in the
mid-1990s. Mr. Pan said Tuesday
that about 30% of the office space is
being leased.

Mr. Pan declined to say at what
prices he hoped to sell or lease the of-
fice space, but Soho has a strong
track record in Beijing for selling
pieces of office space at a premium
to what the whole building might
fetch.

For Morgan Stanley, the transac-
tion is a key divestment, given its
size. The U.S. investment bank’s real-
estate funds have a large portfolio of
commercial and residential proper-
ties in the Shanghai area, much of it
accumulated during the property
boom that ended in late 2007.

A Morgan Stanley spokesman de-
clined to comment Tuesday.

By Lyndal McFarland

MELBOURNE—Three of Austra-
lia’s biggest property trusts
swung to full-year losses as they
lowered the value of their assets,
and cautioned that the outlook re-
mains challenging.

Property trusts globally have
been hit by weaker market condi-
tions, dragging down property val-
ues, and the losses posted by
Dexus Property Group, CFS Retail
Trust and Commonwealth Prop-
erty Office Fund for the fiscal year
ended June 30 may set a trend for
Australia’s listed property trusts
this earnings season.

All three trusts, however, said
underlying earnings, which ex-

clude asset revaluations, rose.
CFS Retail booked a net loss of

366.9 million Australian dollars
(US$301.6 million) for the year
ended June 30, compared with a
year-earlier profit of A$669.1 mil-
lion. Revaluations on CFS’s shop-
ping mall porfolio led to a A$548.6
million loss for the year.

Office trust Commonwealth
Property said its full-year net loss
came in at A$543.7 million, com-
pared with a net profit of A$375
million a year earlier, after cutting
the value of its properties by
A$597.3 million.

Sydney-based Dexus booked an
annual net loss of A$1.46 billion,
compared with a profit of A$438.3
million a year earlier.
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200,000 sf ideally located
on 27+ acres 7 miles N of Alexandria, LA. on
I-49. 60,000 sq ft A/C arena seating 4,000.
Rear arena is 90,000 sf 20,000 sq ft of of-
fice space plus 20,000 sq ft of retail space.
Parking for 3,500 autos $4,500,000.00

Ken or Richard 800-256-2260
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Amcor to buy Rio packaging unit
Plastic-bottle maker
will gain businesses
in Europe and Asia

By Andrew Harrison

MELBOURNE, Australia—Amcor
Ltd., the world’s largest maker of
plastic soft-drink bottles, said it will
buy parts of Rio Tinto Ltd.’s Alcan
Packaging unit for 2.44 billion Aus-
tralian dollars (US$2.01 billion) to ex-
pand its business in Europe and in
emerging economies.

The company will acquire Alcan
Packaging’sEuropeanandAsianfood
units,aswellasitsglobalpharmaceu-
tical and tobacco businesses. Amcor
planstofundtheacquisitionsby rais-
ing A$1.61 billion through an offering

of shares and establishing a commit-
ted bank facility of US$1.2 billion.

The transaction, along with an
earlier sale of other Alcan busi-
nesses to Bemis Co., takes the total
raised by Rio through asset sales in
the past 18 months to US$6.6 billion,
further strengthening the miner’s
balance sheet and helping ease mar-
ket concerns about Rio’s debt.

Amcor said it will be among the
world’s largest packaging compa-
nies after the acquisition, with a lead-
ing position in flexible packaging,
folding cartons for tobacco and cus-
tom polyethylene plastic containers.

“Now is the right time in the eco-
nomic cycle to be making acquisi-
tions as asset values are substan-
tially lower than they have been for
many years,” Chief Executive Ken
MacKenzie said.

The purchase price will represent

5.5 to 5.7 times the adjusted earnings
beforeinterest,tax,depreciationand
amortization of the Alcan busi-
nesses. Last month Bemis paid
US$1.2 billion for Alcan’s Americas
foodbusinesses,oranadjustedmulti-
pleofabout6.7 timesearningsbefore
interest, taxes, depreciation and am-
ortization, when taking into account
an estimated US$100 million in tax
benefits.

In the past four years, Amcor has
sold A$1.4 billion in assets to focus
on areas where it expected strong
growth and where the company has
a dominant market share, such as in
flexibles, or folding carton packag-
ing, which will account for 46% of its
annual sales after the deal.

Mr. MacKenzie said the acquisi-
tion complements the company’s ex-
isting packaging assets and will en-
hance its platform for further expan-

sion in growth regions of eastern Eu-
rope, Russia and Asia.

After the purchase, 85% of Am-
cor’s sales will be from outside Aus-
tralia, up from 80%. Western Europe
will account for 37% of revenue,
Mr. MacKenzie said. He declined to
comment on whether Amcor will
need to sell some assets to satisfy
competition concerns.

Amcor plans to sell the new
shares at A$4.30 each, or a 24% dis-
count to the stock’s last-traded price
Friday of A$5.65, in a 4-for-9 nonre-
nounceable entitlement offer. Am-
cor stock remains suspended for the
capital-raising.

Rio Chief Financial Officer Guy El-
liott said the packaging sale delivers
good value to Rio shareholders.

Meanwhile, Amcor said its fiscal
year net profit fell 18% to A$211.7 mil-
lion from a year earlier. Sales rose

3.3% to A$9.54 billion.
 —Alex Wilson in Melbourne

contributed to this article.

Coca-Cola cans move along an Amcor
conveyor belt in Melbourne, Australia.
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WARSAW, Poland—A Qatar-
based investor that had agreed to
buy two struggling shipyards in Po-
land failed to meet a midnight dead-
line for payment, throwing the fu-
ture of the yards into uncertainty,
the Polish government said Tuesday.

The shipyards in Szczecin and
Gdynia, on Poland’s Baltic coast,
face bankruptcy. Along with a third
shipyard in Gdansk, they have been
kept afloat by government subsi-
dies in order to save jobs and be-
cause of their historic role as the cra-
dle of the pro-democracy struggle
during communist rule.

Since joining the European
Union in 2004, Poland has had to do
away with the subsidies, which vio-
late the EU regulations. Plans by QIn-
vest, a Qatari investment bank, to
buy two shipyards seemed to offer
them a future.

Polish Treasury Minister Ale-
ksander Grad said the expected 381
million zlotys ($130 million) pay-
ment wasn’t made by the deadline.
He said the intended buyer failed to
get funding as a result of the global
economic crisis.

“Today it’s hard to escape the real-
ity of the world-wide economy,” Mr.
Grad said at a news conference in
Warsaw. “I understand that the pre-
vious investors didn’t get approval
from the institutions backing them.”

Hesaid anotherQatar-basedinves-
tor, state-run Qatar Investment Au-
thority, has expressed interest in buy-
ing the shipyards, and that it has until
Aug. 31to make a decision. If a transac-
tion isn’t concluded by then, Poland
will seek damages from QInvest.

“I want to believe that this will
end in success,” Mr. Grad said.

QInvest spokeswoman Susie Pa-
gan said the Qatari investment bank
had no comment on the sale, and
doesn’t comment on client transac-
tions. QInvest has said it was acting
only as an adviser for unidentified
clients, and wasn’t itself the buyer.

QInvest describes itself as en-
ergy-rich Qatar’s largest invest-
ment bank. Its chairman is a mem-
ber of the sheikdom’s ruling family.

The problems could cost Mr.
Grad his job. Prime Minster Donald
Tusk has warned that he would fire
the Treasury minister if he failed to
sell off the two shipyards by the end
of August.

Deadline to buy
Polish shipyards
is missed by bankWEDELIVER
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Rosetta Stone offers in-country immersion with TOTALe

TOTALe is Rosetta Stone’s first fully
Web-based language-learning program.

Corporate events shift to virtual worlds
Northrop, IBM use
Second Life to gather
workers, customers

By Katherine Boehret

If you’ve ever learned a foreign
language, you know the vast differ-
ence between completing workbook
activities and speaking with others.
The latter experience can involve
sounding out unfamiliar accents or

guttural pronuncia-
tions and, though
intimidating, is ulti-
mately more re-
warding. By im-
mersing yourself in
a language and navi-

gating through situations, you learn
how to speak and eventually think in
that language.

Rosetta Stone has long used vi-
sual learning without translations by
pairing words with images—the
same way a baby learns to speak. For
the past week, I’ve been testing its
newest offering: Rosetta Stone TO-
TALe (pronounced toe-tall-A), which
is the company’s first fully Web-
based language-learning program. It
aimsto immerseyouinalanguageus-
ing three parts: online coursework
that can take up to 150 hours; live ses-
sions in which you can converse over
the Web with a native-speaking
coach and other students; and access
to Rosetta World, a Web-based com-
munity where you can play language
games by yourself or with other stu-
dents to improve your skills.

TOTALe costs a whopping $999,
so if you aren’t serious about learn-
ing a language it’s a tough sell. Ro-
setta Stone says this program is com-
parable to an in-country language-
immersion school. The company’s

most expensive offering before TO-
TALe was a set of CDs (lessons one,
two and three) that cost $549, in-
cluded about 120 hours of course
work and had no online compo-
nents. Since TOTALe is Web-based
it doesn’t come loaded onto several
disks in a yellow box like the compa-
ny’s previous products. But despite
this digital transition, buyers of TO-
TALe will still receive Rosetta’s fa-
miliar yellow box, now filled with a
USB headset and supplemental au-
dio discs for practicing away from
the PC—mostly while in the car.

I’ve spent over eight hours learn-
ing French in TOTALe throughout
the past week, and I have to say that
I’m surprised by how much I feel like
I’ve already learned. I realized this
when I spent a 30-minute car ride lis-
tening to one of the supplemental au-
dio CDs. I mentally identified and
translated practically every vocabu-
lary word and phrase, and I repeated
the words aloud with what I thought
sounded like a pretty decent French
accent. This was after just four
hours of work online.

The core of TOTALe is the time-
intensive online coursework. But
even though this takes a lot of effort,
its layout is attractive and each
screen only has a few things on it so
it doesn’t feel overwhelming. Les-
sons include identifying photos of
objects or situations as they are de-
scribed aloud, writing phrases (my
least favorite part), and using deduc-
tive rationale to construct and dic-
tate your own sentences about a
photo. TOTALe’s headset comes in
handy during exercises that require

you to repeat words or sounds out
loud into the microphone.

Activities in Rosetta World—in-
cluding solo, two-person and group
games—were addictively fun. One
game plays like Bingo: I listened to
someone speaking French and
marked words on the board as I
heard them, racing to get five words
horizontally, vertically or diago-
nally before my opponent beat me
to it. I waded into these games cau-
tiously at first, playing alone before
I got familiar enough to challenge an-
other TOTALe user.

Helpful indicators show how
many people are available at any
given time for each type of game in
Rosetta World—meaning that per-
son is logged into TOTALe and study-
ing the same language as you. I
never saw more than five people in
the community, and it gets a little
old playing (or worse, losing) to the
same person after a while. Since TO-
TALe was only recently released,
this community should grow over
time. A chat window at the bottom

left of the browser window re-
minded me of Facebook’s built-in in-
stant-messaging program, listing us-
ers against whom I competed in on-
line games. But unlike Facebook, I
didn’t feel comfortable instant mes-
saging with these people.

Rosetta Stone’s methods, while
natural and easy to pick up, aren’t
what my brain expects when learning
a different language. I minored in
Spanish in college, learning in tradi-
tional classroom style by studying
verb conjugations on flashcards and
vocabulary definitions in English. So
at certain times throughoutTOTALe’s
French-only lessons, a part of me
wantedtoknowtheexactdefinitionof
a phrase or the reasoning behind why
something was the way it was.

The moment of truth came when
I attended a real-time, 50-minute
studio session online with a live
coach —all of whom are native
speakers— and two other students
(four students is the maximum al-
lowed per class). To join one of
these studio sessions, Rosetta Stone
recommends completing an entire
unit, and the only language you are
permitted to speak during the stu-
dio is the one being studied. I
proudly remembered all of my new
vocabulary words as our coach
pointed the cursor to animals, col-
ors and clothing, asking us ques-
tions and prompting us to ask one
another questions. The coach kindly
corrected us when we made mis-
takes, made jokes about words and
used an on-screen tool to type out a
few of the harder phrases.

But I fumbled around trying to re-

member the correct phrases and
grammar to go along with my vocab-
ulary. I frustratingly realized that I
didn’t even know how to ask my
coach in French, “Why is that blanc
and not blanche?” Our coach eventu-
ally answered that question and
some others without anyone’s
prompting because it was obvious
that none of us knew what forms of
some words were right or why; TO-
TALe’s coursework doesn’t include
explanations. A few of the phrases
our coach explained still puzzled me
and I was starting to miss my flash-
cards from Spanish class.

Rosetta Stone is determined to
make sure you don’t feel like you’re
alone as you work through the TO-
TALe program. A “Customer Suc-
cess Team” representative calls you
within a day of buying the product
to answer any questions or con-
cerns about how everything works.

Rosetta Stone TOTALe works on
all major Mac and Windows PC
browsers.

I still have work to do in TOTALe,
but I’m looking forward to it—even
though I find some aspects to be a
bit vague. This program does a ter-
rific job of immersing you in a lan-
guage and may be the next best
thing to living in a country, sur-
rounded by native speakers. Best of
all, unlike my semester abroad in
Spain where college friends gave me
my daily fix of the English language,
TOTALe never lets you slip out of us-
ing the language you’re studying.

Edited by Walter S. Mossberg.
Email mossbergsolution@wsj.com.

IBM is among the corporations that use Second Life to create virtual venues for
employees and business partners to gather and hold meetings.

MARKETPLACE

By Scott Morrison

When American soldiers and po-
lice officers from across the U.S.
want to learn how to operate
Northrop Grumman Corp.’s Cutlass
bomb disposal robot, they go to the
military contractor’s secure Space
Park installation.

But they don’t have to jump in a
car or hop on a plane to get there.
That’s because Space Park exists
only in cyberspace, or more specifi-
cally, in the computer-generated
world called Second Life.

Virtual reality “is not a fly-by-
night technology. It’s not a passing
fad,” says Matt Furman, a Northrop
Grumman software developer who
helped build Space Park, where cus-
tomers can spend hours training.

Launched in 2003, Second Life
burst onto the scene as an escapist’s
three-dimensional domain where
colorful avatars—digital alter egos
that users create—could travel and
socialize with other “residents.” But
it hasn’t lived up to the early hype
among consumers and marketers.

Second Life averages about one
million monthly users, a small num-
ber compared with other online ser-
vices like social-networking site
Facebook Inc.

But Second Life is getting a re-
newed lease on life as a setting for
trade shows, employee meetings
and other corporate events for the

likes of Northrop Grumman, Cigna
Corp., Intel Corp. and Wells Fargo &
Co.

Linden Research Inc., the San
Francisco company behind Second
Life, is targeting business users
with new products and services, in-
cluding a feature that will let users
call into virtual meetings from their
cellphones. It is also testing a piece
of hardware that companies can
plug into their computer networks
to create private virtual venues.

Such uses are a departure from
Second Life’s initial corporate ap-
peal. Initially Second Life attracted
the likes of Nike Inc. and Coca-Cola
Co., which saw the three-dimen-
sional world as a digital marketing
test bed.

Nissan Motor Co., for example,

built a virtual vending machine that
dispensed cars that Second Life ava-
tars could test drive, or even fly if
they wanted to.

But interest began to wear off
and it was impossible to know
whether Second Life users were test
driving Nissan’s real cars, says Nis-
san spokesman Robert Brown. The
company pulled out of Second Life
last year.

“There were a lot of things com-
peting for our marketing dollars,”
says Mr. Brown.

Marketers hawking virtual
goods to consumers are being re-
placed by corporations that are us-
ing Second Life to host virtual con-
ferences for employees or business
partners.

Few have jumped in as deeply as

International Business Machines
Corp. It is using Second Life’s tech-
nology to build virtual venues
within IBM’s network so that em-
ployees from around the world can
gather in work groups or hold meet-
ings.

Last year, IBM hosted an annual
gathering of its leading thinkers in
Second Life. The October event
would have otherwise been scaled
back because of the recession.

The three-day event, which
peaked at about 250 concurrent us-
ers, helped demonstrate the prom-
ise of virtual reality to many IBMers
who were still doubtful, says Neil
Katz, one of the company’s distin-
guished engineers.

“We turned hard skeptics into
skeptics and skeptics into true be-
lievers,” he says, noting the venues
have since been used for other
events.

After creating an avatar, Second
Life allows users to gather in a vir-
tual setting and speak using head-
sets or chat through text messages.
Users can also share documents,
watch presentations or draw on a
white board to hash out ideas.

Companies that don’t have the
technical capabilities of IBM can hire
a virtual conference organizer like
Dan Parks, a real-life conference plan-
ner who has created Virtualis, a Sec-
ond Life “island” on which he has
built a giant dome, various exhibit
halls, ballrooms, an outdoor enter-
tainment center and even a yacht.

“Anything your mind can imag-
ine, we can create in here,” Mr. Parks
says. For about $7,000, he will run a
two-day conference for 75 people
from around the world. A similar

event in real life would cost about
$150,000, he says.

No one expects virtual events to
supplant real life. Conference plan-
ners say virtual meetings work well
when the aim is to share knowledge
or train people, but they fall short
when networking is the goal.

“Companies that are moving to
virtual meetings need to think
through why they are doing so. Sav-
ing money can’t be the only reason
to do so,” says Joan Eisenstodt, a
meetings and hospitality consultant
at Eisenstodt Associates LLC.

The appeal of virtual events has
strengthened in the recession.
Event planners say a growing num-
ber of companies are using Second
Life, as well as rivals ActiveWorlds
Inc. and Forterra Systems Inc.’s OL-
IVE, to cut costs. IBM says it saved
about $350,000 by hosting its Octo-
ber conference in Second Life.

Linden, which generates most of
its revenue by selling “land” to Sec-
ond Life users, says that companies
account for about 20% of sales. The
closely held company declined to
discuss its financial results.

While Linden isn’t focusing
solely on the corporate market, it is
taking steps to make Second Life
more business friendly, says Linden
CEO Mark Kingdon.

For example, the company re-
cently created a site to introduce
Second Life to business users and it
is redesigning the “first hour experi-
ence” to make it easier for users to
create accounts. Linden is also plan-
ning to launch additional services,
such as allowing people to call into
virtual meetings from their land-
lines or mobile phones.
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American Axle

Car-parts maker gets funds
from GM, boosting shares

American Axle & Manufactur-
ing Holdings Inc. will receive a
$110 million payment as well as a
large loan from General Motors
Co. Shares of American Axle more
than doubled, to $5.70, in after-
noon trading Tuesday on the New
York Stock Exchange as investors
bet that bankruptcy is no longer a
threat. American Axle said it
reached an agreement in principle
for GM to pay $110 million to cover
the contracts assumed or termi-
nated through its bankruptcy in
June. The company also said GM
will provide a second-lien term
loan of as much as $100 million.
American Axle will have the right
to make multiple draws from the
loan through Sept. 20, 2013. Ameri-
can Axle must still renegotiate
loan terms with its creditors. The
company has an Aug. 31 deadline.

Genmab slumps on cancer-drug data
Brocade Communications

A federal appeals court in the U.S.
has tossed out the criminal convic-
tion of the first Silicon Valley execu-
tive to go to trial in a stock-options
scandal that triggered charges
against at least a dozen executives.
The 9th U.S. Circuit Court of Appeals
ordered a new trial Tuesday for Gre-
gory Reyes, former chief executive of
Brocade Communications Systems
Inc., citing prosecutor misconduct.
The court says a prosecutor lied when
he told the jury that Brocade’s finance
department was unaware that Mr.
Reyes was doling out backdated stock
options to company employees. The
jury went on to convict Mr. Reyes of
all 10 felony counts, including fraud,
falsified accounting, conspiracy and
filing false financial statements. A
judge last year sentenced him to one
year and nine months in prison and
fined him $15 million.

Doubts persist on deal planned by Bharti Airtel, MTN

By Gustav Sandstrom

Danish biotechnology company
Genmab A/S on Tuesday reported
disappointing results from studies
of an experimental cancer drug
and said it won’t meet its full-year
targets. Genmab is developing the
drug, Arzerra, with GlaxoSmith-
Kline PLC.

In a clinical trial in patients
with non-Hodgkin’s lymphoma,
10% of people treated with a high
dose of Arzerra saw their cancer
shrink, Genmab said. Analysts said
that was a much lower response
rate than expected.

“This is a very disappointing re-
sponse rate which could make diffi-
cult a launch of Arzerra in [non-
Hodgkin’s lymphoma] without fur-
ther...studies,” Jyske Bank, based in
Silkeborg, Denmark, said in a note
to investors. Shares in Genmab
closed down 30% in Copenhagen.

Genmab and Glaxo are also devel-
oping the drug for use against
chronic lymphocytic leukemia. They
expect the U.S. Food and Drug Ad-

ministration to decide in the coming
months whether to allow Arzerra
onto the market to treat chronic lym-
phocytic leukemia. The drug isn’t
yet sold in any market.

The results also mean Glaxo
won’t make a payment to Genmab un-
der their co-development agree-
ment, leading Genmab to cut its 2009

revenue outlook to 750 million Dan-
ish kroner ($142 million) from the 1.2
billion kroner previously forecast.
Genmab said it now expects a full-
year operating loss of 650 million kro-
ner, rather than the loss of 400 mil-
lion kroner it previously expected.
 —Jeanne Whalen

contributed to this article.

Vestas says wind-project demand is on rise
Turbine maker sticks
to revenue forecast,
but earnings decline

GLOBAL BUSINESS BRIEFS

—Compiled from staff
and wire service reports.

Source: Global Wind Energy Council

Changing winds
Top countries by new wind-power 
capacity installed in 2008
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Vestas wind turbines turn in the wind at Cowley Ridge Windplant in Alberta, Canada
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CORPORATE NEWS

By Robb M. Stewart

And Costas Paris

JOHANNESBURG—Doubts are
mounting that South African cell-
phone operator MTN Group Ltd.
and Bharti Airtel Ltd. of India will
be able to hammer out a complex
$23 billion tie-up by the end of the
month, as frustration grows among
some of MTN’s shareholders.

MTN and Bharti have already ex-
tended an exclusive period for nego-
tiations by one month to Aug. 31
and, according to people familiar
with the proposed deal, some MTN
shareholders are looking for the In-
dian cellphone firm to sweeten its
side of the transaction.

“The level of irritation rises as this
drags on,” said Anthony Sedgwick, in-
vestment manager at Polaris Capital

in Cape Town, which has a stake of
about 1.5% in MTN. “There has been
no communication regarding the ra-
tionale... why this deal apparently has
to be pursued at all costs.”

The two companies in late May
announced they were revisiting a
possible merger that would build a
company with a combined customer
base of more than 200 million and
revenue of more than $20 billion a
year. Talks over a similar deal failed
about a year earlier.

The basic terms as the compa-
nies have outlined them would see
Bharti accumulate a 49% stake in
MTN, buying a stake directly for
cash and newly issued global deposi-
tary receipts plus receiving MTN
shares as part of the swap. MTN
would buy a 25% stake in Bharti for
$2.9 billion in cash plus new shares,

while stock received by its share-
holders would take the stake in
Bharti to about 36%.

“It is unlikely that there will be
an agreement by the end of August.
There will probably be another ex-
tension on the exclusive talks,” a per-
son familiar with the deal said.

This person said MTN manage-
ment and some shareholders are
now asking for an additional
roughly $1 billion from Bharti.

MTN’s largest shareholder, South
Africa’s Public Investment Corp.,
wasn’t immediately available to com-
ment. The state-owned investment
vehicle, which has a more than 20%
stake in MTN, has previously said it
supports a deal with Bharti in princi-
ple but that there was some room for
improvement on the price, and that it
had some concerns over the influence

MTN would have on a merged entity.
Polaris Capital’s Mr. Sedgwick

said that based on the information
disclosed to date by the companies,
the fund manager would vote
against a transaction.

MTN would need the approval of
investors holding at least 75% of its
shares for a deal to go through.

“The sooner we hear more detail
on the rationale the better,” said
Gavin Joubert, fund manager at Cor-
onation Fund Managers in Cape
Town, which holds a roughly 5%
stake in MTN on behalf of clients.
“Our reasons for being opposed re-
main unchanged.”

Mr. Joubert said the price being
offered is a significant issue, al-
though Coronation also is concerned
about the form payment is expected
to take. Exchange controls in South

Africa restrict the investment that in-
stitutions can make in foreign stock,
so to hold on to Bharti Airtel global
depositary receipts could mean sell-
ing other global equities.

He said there also are doubts
merger synergies would be signifi-
cant between a company focused on
India and another with operations
in 21 African and Middle Eastern
countries. “Under the terms dis-
closed Bharti would be the proxy for
Asian expansion. But as things
stand today, MTN is free to expand
into Asia,” Mr. Joubert said.

A person close to MTN said other
shareholders would like the South
African company to push for a sweet-
ened offer. However, Lebanon’s M1
Group, which has a stake of about
10% in MTN, has said it fully sup-
ports a merger.

By Selina Williams

In a surprise move Tuesday, the
world’s biggest wind-turbine sup-
plier, Vestas Wind Systems A/S,
said it still expects its revenue to in-
crease by nearly 20% this year as or-
der flow has begun to pick up—a
sign the sector could be starting to
unfreeze.

Analysts had expected Denmark-
based Vestas to lower its full-year
revenue target of Œ7.2 billion ($10.14
billion) because tight credit markets
have hit funding for the multibillion-
dollar wind-power industry.

Vestas Chief Executive Ditlev En-
gel said the company sees signs of re-
newed interest in wind projects
from financial institutions as govern-
ment stimulus plans, particularly in
the U.S. and U.K., are kicking in.

“We’re seeing the activity level
starting to move again despite the
fact that the first six months have
been challenging in terms of the or-
ders,” Mr. Engel said in an interview.

The wind-power industry, which
has boomed in the past 10 years—
growing almost 30% from 2007 to
2008, for example—has been in the
doldrums for most of 2009. Some in-
vestment banks that were big lend-
ers to renewables projects, such as
Lehman Brothers, have collapsed,
while others have severely re-
stricted lending.

Vestas, which had ridden the
boom, has felt the impact of the

downturn. The company said Tues-
day that its second-quarter net
profit decreased to Œ43 million from
Œ65 million a year earlier, partly be-
cause of higher costs and reduced
gross margins. Revenue rose 11% to
Œ1.21 billion from Œ1.09 billion.

The company is coping with the
slowdown by cutting costs, closing
its Isle of Wight wind-turbine blade
factory in England last week.

Citing weaker demand in north-

ern Europe, one of the regions hard-
est hit by the credit crisis, Vestas
said it was shifting its geographical
focus to China and the U.S. China is
expected to become the largest mar-
ket for new installed wind turbines
this year, ahead of the U.S., according
to the Global Wind Energy Council.

Still, Vestas said it is encouraged
by signs the market could be turning.

Although it had a tough first half,
the company said it had received or-

ders of Œ700 million since the end of
the second quarter. The company’s
corporate review board is also set to
evaluate several new contracts, val-
ued at more than Œ4.4 billion in total,
Mr. Engel said, without elaborating.

“We’ve said all along that it was
important to differentiate between
a financial crisis and a demand cri-
sis, and the bottom line is we’re see-
ing a lot of interest,” Mr. Engel said.

The chief executive also cited Ves-
tas’s recent 165-megawatt turbine
order for the Bligh Bank offshore
wind farm off the coast of Zeebrugge
in Belgium as another indicator the
market is again opening up. Bligh
Bank, run by Belwind NV, a consor-
tium of Belgian and Dutch investors,
is the first offshore transaction to re-
ceive project finance since the finan-
cial crisis started.

Lower steel and energy prices
this year, improving technology, and
good wind-power prices due to na-
tional subsidies and stimulus money
could also help get the sector mov-
ing again. Binding European Union
targets on renewable energy use are
also supporting the sector.

However, some analysts said
there were still risks that could de-
rail the turnaround, both for the sec-
tor as well as for Vestas.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 15.70 $25.10 0.08 0.32%
Alcoa AA 29.50 12.92 0.51 4.11%
AmExpress AXP 11.10 31.69 1.30 4.28%
BankAm BAC 187.00 16.90 0.34 2.05%
Boeing BA 4.70 43.78 –0.38 –0.86%
Caterpillar CAT 8.20 45.11 1.16 2.64%
Chevron CVX 7.20 66.94 0.35 0.53%
CiscoSys CSCO 31.00 21.01 0.28 1.35%
CocaCola KO 7.00 48.61 –0.09 –0.18%
Disney DIS 9.10 25.20 0.11 0.44%
DuPont DD 4.30 31.33 0.27 0.87%
ExxonMobil XOM 20.00 66.49 –0.06 –0.09%
GenElec GE 57.10 13.59 0.23 1.72%
HewlettPk HPQ 20.40 43.96 0.85 1.97%
HomeDpt HD 34.00 26.93 0.82 3.14%
Intel INTC 39.40 18.77 0.32 1.75%
IBM IBM 4.00 117.63 0.77 0.66%
JPMorgChas JPM 26.80 41.70 0.97 2.38%
JohnsJohns JNJ 8.20 59.80 –0.02 –0.03%
KftFoods KFT 5.50 27.94 0.15 0.54%
McDonalds MCD 8.20 55.26 0.76 1.39%
Merck MRK 11.40 30.71 –0.17 –0.55%
Microsoft MSFT 35.10 23.58 0.46 1.99%
Pfizer PFE 33.70 15.98 0.10 0.63%
ProctGamb PG 7.70 52.45 0.24 0.46%
3M MMM 3.20 70.35 0.27 0.39%
TravelersCos TRV 3.70 47.51 0.90 1.93%
UnitedTech UTX 3.60 56.81 0.68 1.21%
Verizon VZ 9.60 30.28 0.06 0.20%
WalMart WMT 11.40 51.36 –0.21 –0.41%

Dow Jones Industrial Average P/E: 15
LAST: 9217.94 s 82.60, or 0.90%

YEAR TO DATE: s 441.55, or 5.0%

OVER 52 WEEKS t 2,130.61, or 18.8%

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

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

JPMorgan $3,307 10.1% 51% 28% 15% 5%

Bank of America Merrill Lynch 2,223 6.8% 36% 36% 19% 9%

Goldman Sachs 2,193 6.7% 49% 22% 28% 1%

Morgan Stanley 1,986 6.1% 47% 26% 26% 1%

Citi 1,971 6.0% 31% 39% 23% 7%

UBS 1,644 5.0% 47% 25% 26% 3%

Deutsche Bank 1,585 4.8% 36% 39% 20% 5%

Credit Suisse 1,577 4.8% 45% 35% 17% 2%

Barclays Capital 1,218 3.7% 23% 56% 13% 7%

Source: Dealogic

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

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

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

M real "1,957" –31 120 –169 Rallye 941 24 66 –276

Invensys 142 –2 2 –28 Valeo 267 24 71 –17

C de Aho Y Monte de Piedad de Madrid 213 –2 ... –77 HeidelbergCement  787 24 –14 –35

3i Gp  333 –2 –65 –151 AB Volvo 375 26 75 19

Legal & Gen Gp 290 –2 12 –69 EMI Group  694 28 15 –22

Cap Gemini 69 –1 3 –28 Grohe Hldg  1798 32 72 –371

ASSA ABLOY 68 –1 –4 –17 Renault 433 34 79 58

Nestle 40 ... 4 ... Peugeot 421 42 96 82

Six Continents  51 ... 1 –4 Fiat 514 42 56 –93

Deutsche Bahn  57 ... 2 –5 Ineos Gp Hldgs 1971 89 175 –479

Source: Markit Group

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

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

Credit Suisse Grp Switzerland Banks $58.2 53.00 3.52% 6.6% –22.2%

UniCredit Italy Banks 55.9 2.37 3.38 –23.3 –55.6

ArcelorMittal Luxembourg Iron & Steel 54.1 24.57 3.11 –51.1 –3.0

HSBC Hldgs U.K. Banks 186.5 6.56 2.82 –8.3 –20.5

UBS Switzerland Banks 50.6 16.90 2.55 –20.5 –72.9

Tesco U.K. Food Rtlrs & Whlslrs $47.2 3.64 –0.47% –3.9 –1.7

Sanofi-Aventis S.A. France Pharmaceuticals 83.2 44.89 –0.38 –7.6 –35.9

Koninklijke Phlps Netherlands Consumer Electronics 21.5 15.67 –0.35 –30.2 –40.5

Nokia Finland Telecomm Equipment 46.8 8.86 –0.23 –47.4 –47.2

Barclays U.K. Banks 63.1 3.47 –0.14 6.9 –45.2

...And the rest of Europe’s blue chips
Latest, Latest,

Market value, in local STOCK PERFORMANCE Market value, in local STOCK PERFORMANCE
Company/Country (Industry) in billions (U.S) currency Latest 52-week Three-year Company/Country (Industry) in billions (U.S) currency Latest 52-week Three-year

Deutsche Bk 40.7 46.47 2.50% –18.9% –47.5%
Germany (Banks)
GDF Suez 86.8 27.25 1.98 –24.6 –3.7
France (Multiutilities)
BG Grp 60.4 10.21 1.79 –6.7 46.9
U.K. (Integrated Oil & Gas)
Banco Santander 115.2 10.02 1.73 –7.0 –11.0
Spain (Banks)
Rio Tinto 57.8 22.83 1.65 –40.5 0.7
U.K. (General Mining)
BASF 44.7 34.46 1.47 –13.5 9.2
Germany (Commodity Chemicals)
Total S.A. 126.5 37.83 1.41 –20.9 –29.7
France (Integrated Oil & Gas)
Bayer 49.8 42.68 1.40 –19.1 8.9
Germany (Specialty Chemicals)
British Amer Tob 63.6 19.00 1.39 3.5 31.0
U.K. (Tobacco)
BNP Paribas S.A. 81.7 55.43 1.30 –4.6 –32.7
France (Banks)
L.M. Ericsson Tel B 28.0 68.00 1.19 3.8 –41.4
Sweden (Telecomm Equipment)
E.ON 76.8 27.20 1.15 –30.3 –17.8
Germany (Multiutilities)
Telefonica S.A. 111.0 16.73 1.09 2.5 25.8
Spain (Fixed Line Telecomm)
Diageo 42.8 9.39 1.08 –3.9 –1.8
U.K. (Distillers & Vintners)
ENI 90.5 16.02 1.01 –25.0 –34.4
Italy (Integrated Oil & Gas)
Nestle S.A. 149.8 42.14 1.01 –15.3 3.2
Switzerland (Food Products)
Assicurazioni Gen 31.2 15.68 0.90 –28.3 –39.4
Italy (Full Line Insurance)
Deutsche Telekom 54.6 8.88 0.85 –18.6 –23.3
Germany (Mobile Telecomm)
Roche Hldg Part. Cert. 108.1 165.80 0.79 –11.3 –25.6
Switzerland (Pharmaceuticals)
ING Groep 27.2 9.27 0.76 –55.3 –71.9
Netherlands (Life Insurance)

Banco Bilbao Viz 60.1 11.37 0.75% 3.6% –34.2%
Spain (Banks)
Vodafone Grp 123.1 1.28 0.75 –6.2 15.8
U.K. (Mobile Telecomm)
Astrazeneca 66.9 27.85 0.69 6.9 –16.4
U.K. (Pharmaceuticals)
Royal Dutch Shell A 92.2 18.43 0.68 –18.8 –33.9
U.K. (Integrated Oil & Gas)
Anglo Amer 40.6 18.31 0.58 –32.4 –26.9
U.K. (General Mining)
Daimler 46.6 31.11 0.55 –21.5 –24.4
Germany (Automobiles)
Soc. Generale 42.8 52.28 0.54 –15.3 –55.2
France (Banks)
ABB 41.6 19.29 0.52 –23.2 22.4
Switzerland (Industrial Machinery)
Novartis 118.1 48.14 0.50 –21.7 –31.3
Switzerland (Pharmaceuticals)
BP 171.8 5.03 0.46 –0.8 –18.4
U.K. (Integrated Oil & Gas)
Siemens 72.4 56.14 0.43 –24.8 –15.2
Germany (Diversified Industrials)
BHP Billiton 55.7 15.11 0.43 –0.6 43.0
U.K. (General Mining)
Allianz SE 47.5 74.40 0.40 –29.0 –42.8
Germany (Full Line Insurance)
AXA S.A. 45.6 15.46 0.39 –23.9 –45.6
France (Full Line Insurance)
Unilever 46.8 19.34 0.39 1.4 7.5
Netherlands (Food Products)
GlaxoSmithKline 110.6 11.71 0.30 –6.1 –18.5
U.K. (Pharmaceuticals)
France Telecom 63.2 17.15 0.29 –12.6 3.4
France (Fixed Line Telecomm)
Intesa Sanpaolo 46.1 2.76 0.27 –23.8 –41.6
Italy (Banks)
Iberdrola S.A. 41.8 5.94 0.17 –25.8 –16.9
Spain (Conventional Electricity)
SAP 56.4 32.65 –0.08 –14.1 –11.5
Germany (Software)

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 0.09% 0.79% 2.7% 5.4% -3.8%
Event Driven 0.45% 2.03% 5.4% 8.8% -19.7%
Equity Market Neutral 0.03% -0.60% 0.2% -3.5% -9.3%
Equity Long/Short -0.30% 0.94% 3.6% 2.3% -13.6%

*Estimates as of 08/17/09, 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 0.99 103.85% 0.02% 1.87 0.85 1.26

Eur. High Volatility: 11/1 1.83 108.35 0.04 3.89 1.56 2.49

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

Asia ex-Japan IG: 11/1 1.47 108.98 0.04 3.84 1.21 2.20

Japan: 11/1 1.81 114.53 0.05 4.33 1.41 2.30

 Note: Data as of August 17

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

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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The economy may bounce back,
but plenty of barriers block the path
to a sharp rebound. Trouble with
spending and lending could poten-
tially make the recovery a slog.

Consumer confidence is falling as
job losses mount—albeit at a slower
pace than before—and homeowners
reshape their finances after severe
declines in home values. Households
are saving more than they have for
most of this decade. That’s suppress-
ing consumer spending, the engine
for 70% of economic output.

The credit shock is likely to im-
pair the business and consumer sec-
tors for years. Businesses are less
likely to get easy loans as banks
shrink their balance sheets. That’s
also true for homebuyers who are
finding it harder to get new loans and
would need to offer up larger down-
payments. And, as real-estate prices
have tumbled, existing homeowners
can’t borrow against the value of
their homes as they once did.

The credit headwinds “will con-
tinue to hang over the economy for a
long time,” said Nigel Gault, chief
U.S. economist at Global Insight.

“It is one reason not to expect a
strong recovery coming from the
consumer side. It doesn’t mean con-

sumer spending won’t grow, but it
won’t be a big leader the way it has
been in previous expansions.”

So after a quick bounce, propo-
nents of the slow-growth view say
the economy is more likely to expand
at a 1% to 2% rate over the next year—
well below the 4% to 5% that’s neces-
sary to heal the labor market after a
deep downturn. Recessions caused
by bursting bubbles like the recent
housing collapse—as opposed to
sharp rate increases by the Federal
Reserve to thwart inflation—seem
to be followed by jobless recoveries.

Businesses are finding ways to
stretch their existing resources
rather than expect a rebound.

“People are very frightened,” said
Janie Curtis, chief executive of Curtis
Machine Co. in Dodge City, Kan., which
makes gears and gear boxes. She says
the end of the pain isn’t in sight for her
manufacturingcustomers whosesales
are down 50% or more from a year ago.

The payroll is down to about 70
employees from 200 several years
ago, and Ms. Curtis isn’t in a rush to
hire more workers back. Instead,
the firm is automating more of its op-
erations and squeezing more out of
existing employees.

“Our productivity is way up, be-

cause the people who are left are hav-
ing to work harder,” Ms. Curtis says.

With a strong focus on productiv-
ity—remaining employees picking
up the slack—some companies are
likely to avoid rehiring workers as
long as possible, keeping the rest on
the jobless rolls even longer.

The economy is likely to see a
natural boost in the coming
months from a rebound in produc-
tion. After that, it will get some
help from the bulk of the fiscal
stimulus program late this year
and early next year.

But then what?
The slack in the economy is so

large that consumers won’t see
meaningful raises for years, and
they will have less borrowing
power to drive their spending. So
consumers could make some of the
big purchases they have been post-
poning and then close their wal-
lets to save more.

Businesses, after a frightening
period, could remain cautious
about ramping up. State and local
governments could continue to
cut back as tax revenue plummets.
And the troubles aren’t over for
the banking sector.

Once the boost from the federal
government diminishes, the econ-
omy could still be without a major

driving force such as consumer
spending or business investment
to push it forward—risking a re-
turn to its contractionary phase.
After a brief six-month recession
in 1980, the economy recovered
but then relapsed within a year.
Soaring inflation forced the Fed-
eral Reserve to raise interest rates
to double-digit levels, pushing bor-
rowing costs higher and spurring
a painful and lengthy recession.
The late 1940s and 1950s each saw
recessions return just three years
after the prior downturns ended.
That is because businesses can
bounce back from crises—such as
wars—but then find that the recov-
eries aren’t durable.

Today’s fear is compounded by
the heavy federal spending. Some
economists worry high deficits
will push interest rates—and bor-
rowing costs—higher for consum-
ers and businesses.

“I hope we don’t have a double-
dip recession, but that’s a possibil-

ity,” said Ron Heaton, chief execu-
tive of State Bank of Southern Utah.

Up, then down again 
1980 and 1981–82
Quarterly change in U.S. GDP; at a 
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The most common path for the
economy after a severe contraction
has been a huge rebound in eco-
nomic activity. Employers usually
slashed their payrolls and output so
sharply to protect themselves, and
consumers postponed so many ma-
jor purchases during the worst of the
downturn, that a return to growth
came with a fierce expansion.

After the deep recessions of the
1970s and 1980s, business activity
rebounded and within several
months employers were rapidly re-
building their payrolls. “You can’t
find a single deep recession that has
been followed by a moderate recov-
ery,” said Dean Maki, chief U.S. econ-
omist at Barclays Capital. And most
forecasters proved to be too pessi-
mistic as prior deep recessions
ended. “Very few people were look-
ing for the kind of growth numbers
that were actually printed,” he said.

Forecasters who support the
strong-rebound view expect the
economy to grow at a 3% to 5% an-
nual rate through the end of this
year and provide the power needed
to spark a longer-term recovery.

Businesses would ramp up output
and hiring, restoring capital budgets
for new computers and equipment.
Rising stock values would help re-
store consumer confidence and spur
additional spending for major goods
such as cars and appliances. Some
consumers put off key purchases for
so long that eventually they must
come around when they see good
deals on store shelves. Housing con-
struction also is coming off rock-bot-
tom levels, giving the construction
sector a bit more hope than it has had
for the past three years.

After the natural rebound for
three to six months, the bulk of the
government’s fiscal stimulus pro-

gram would kick in. That would help
sustain activity at the turn of the year
and in early 2010, fully propelling the
economy out of the downturn.

At Vila & Son Landscaping Corp.
in Miami, incoming orders for new
projects are about half the level they
were at a year ago. The company,
which has about 900 employees
working on landscaping projects
statewide, suffered as the construc-
tion and real estate markets tanked.
The region has been left with huge
inventory, from office rentals to
condo buildings.

But the firm’s president, Ricardo
Leal, is adding workers for mainte-
nance projects—while cutting back
its construction operations—as it
prepares for the economy to grow.
He already sees signs of hope with
more projects getting started in lo-
cal governments, assisted-living fa-
cilities and parts of the health-care
sector. “We’ve seen more activity
from designers and landscape archi-
tects that are at the beginning of
these projects,” he said. “They feel
like they’re beginning to turn the cor-
ner. My gut tells me we’re bottoming
out right now and we’ll start to see
more activity going into 2010.”

U.S. recovery: fast, slow or neither?
Some analysts predict a sharp rebound while others foresee sluggish growth; a few say another slump is possible

Businesses would
ramp up output and
hiring, restoring
capital budgets.

ECONOMY & POLITICS

By Sudeep Reddy

The U.S. economy is pulling out
of its deepest and longest recession
since the Great Depression. Some
economists expect a powerful recov-
ery, others a sustained but muted
one. Some even say it will be nei-
ther: a fleeting rebound quickly fol-
lowed by a second slump.

For Americans beleaguered by al-
most two years of economic pain,
the contours of the recovery will de-
termine how many people linger
without jobs, whether cutbacks to
public services are restored and
how quickly savings and invest-
ments gain value.

Economists trying to predict the
shape of the recovery look for paral-
lels in previous recessions. But the
current downturn, which started in
December 2007, has echoes from a

multitude of economic slowdowns.
It featured the same kind of deep

dive in economic output of the 1970s
and 1980s recessions, which were
followed by sharp rebounds. The
credit shock from the latest down-
turn also recalls the milder credit
headwinds of the early 1990s, which
turned a relatively short recession
into a slow multiyear recovery.

But what distinguishes this reces-
sion from most others before it is a
severe credit contraction whose ef-
fects, some economists believe, are
likely to linger for years.

Whatever the structure of the
recovery, many consumers won’t
detect a change in their own
circumstances. So many jobs have
been lost that the unemployment
rate will remain high when the
economy begins to rebound. Large
swaths of still-jobless Americans will

have exhausted their severance
payments and unemployment
benefits, putting them under further
strain even as the overall economy
picks up again. And once consumers
find new work, their depleted savings
will leave them more vulnerable if

they were to face another job loss in
the next few years.

Some sectors of the economy—
and regions of the country—are
likely to recover earlier than others.
The manufacturing and housing sec-
tors, for instance, have contracted

so deeply that they are likely to start
recovering soon. But the troubled fi-
nancial sector still is in the process
of contracting as banks reshape
their balance sheets, putting its re-
covery further down the road.

Facing a range of potential recov-
ery scenarios, Americans are dis-
playing everything from strong opti-
mism to anxious caution. In recent
months, investors have seemed
hopeful about the prospects for a ro-
bust recovery, pushing stocks up
more than 40% from their recession
lows in March. Private-sector fore-
casters in the latest Wall Street Jour-
nal survey say the economy is start-
ing to expand, but to expect slow to
modest growth of between 2% and
3% next year.

Most businesses remain hesi-
tant, bracing for a painful year
ahead.

WSJ.com

Quick bounce | 1973-75
Quarterly change in U.S. GDP; at a 
seasonally adjusted annual rate

Sources: U.S. Department of Commerce; 
National Bureau of Economic Research
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After steep drop,
built-up demand
fuels expansion

Anxiety keeps damper on growth

A brief rebound, then a new slump

Question of the day
What will recovery look like as the

U.S. economy comes out of the reces-
sion? Weigh in at WSJ.com/Question
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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.

2.48% 15 DJ Global Index -a % % 201.09 0.96% –19.2% 4.45% 13 U.S. Select Dividend -b % % 564.70 0.35%–19.7%

2.00% 17 Global Dow 1173.40 0.13% –20.7% 1759.54 0.47% –23.9% 4.45% 16 Infrastructure 1275.30 0.04% –18.1% 1716.71 0.39% –21.3%

3.13% 31 Stoxx 600 227.20 1.34% –18.8% 239.34 1.57% –22.1% 1.64% 8 Luxury 781.70 0.16% –10.2% 935.75 0.51% –13.8%

3.28% 20 Stoxx Large 200 243.10 1.36% –19.3% 254.67 1.59% –22.6% 6.43% 5 BRIC 50 359.20 0.55% –11.3% 483.54 0.90% –14.8%

2.38% -11 Stoxx Mid 200 211.60 1.28% –16.1% 221.63 1.51% –19.5% 4.40% 12 Africa 50 711.10 0.78% –21.7% 637.28 1.12% –24.8%

2.42% 252 Stoxx Small 200 132.70 1.08% –15.7% 138.97 1.31% –19.1% 3.58% 7 GCC % % 1442.51 0.47% –46.8%

3.17% 22 Euro Stoxx 244.80 0.97% –21.1% 257.84 1.20% –24.3% 3.06% 14 Sustainability 747.30 0.66% –17.4% 888.37 0.72% –20.9%

3.31% 16 Euro Stoxx Large 200 260.00 0.97% –21.8% 272.12 1.20% –25.0% 2.42% 13 Islamic Market -a % % 1714.82 0.84% –18.5%

2.40% -13 Euro Stoxx Mid 200 233.40 0.98% –18.3% 244.24 1.21% –21.7% 2.70% 13 Islamic Market 100 1540.00 0.32% –14.3% 1855.68 0.38% –17.9%

2.71% 22 Euro Stoxx Small 200 142.20 0.81% –16.8% 148.69 1.04% –20.2% 2.70% 13 Islamic Turkey -c % % % %

5.65% 9 Stoxx Select Dividend 30 1273.80 1.28% –25.2% 1537.47 1.51% –28.3% 2.13% 13 DJ U.S. TSM % % 10127.93 0.55% –21.8%

4.90% 11 Euro Stoxx Select Div 30 1523.00 1.09% –28.7% 1845.34 1.32% –31.7% % DJ-UBS Commodity 122.50 0.02% –31.2% 125.48 0.25% –34.0%

*Fundamentals are based on data in U.S. dollar. Footnotes: a-in US dollar. b-dividends reinvested. c-in local currency. Note: All data as of 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 1.2146 2.0077 1.1275 0.1675 0.0380 0.1979 0.0128 0.3171 1.7132 0.2302 1.0989 ...

 Canada 1.1053 1.8270 1.0260 0.1524 0.0346 0.1800 0.0117 0.2886 1.5591 0.2095 ... 0.9100

 Denmark 5.2758 8.7212 4.8977 0.7277 0.1651 0.8594 0.0557 1.3775 7.4420 ... 4.7734 4.3438

 Euro 0.7089 1.1719 0.6581 0.0978 0.0222 0.1155 0.0075 0.1851 ... 0.1344 0.6414 0.5837

 Israel 3.8300 6.3312 3.5555 0.5283 0.1199 0.6239 0.0404 ... 5.4026 0.7260 3.4653 3.1534

 Japan 94.7200 156.5769 87.9317 13.0649 2.9643 15.4300 ... 24.7311 133.6120 17.9537 85.7001 77.9877

 Norway 6.1387 10.1476 5.6988 0.8467 0.1921 ... 0.0648 1.6028 8.6593 1.1636 5.5541 5.0543

 Russia 31.9540 52.8216 29.6639 4.4075 ... 5.2053 0.3374 8.3431 45.0743 6.0567 28.9111 26.3093

 Sweden 7.2500 11.9845 6.7304 ... 0.2269 1.1810 0.0765 1.8929 10.2268 1.3742 6.5596 5.9692

 Switzerland 1.0772 1.7807 ... 0.1486 0.0337 0.1755 0.0114 0.2813 1.5195 0.2042 0.9746 0.8869

 U.K. 0.6049 ... 0.5616 0.0834 0.0189 0.0985 0.0064 0.1579 0.8533 0.1147 0.5473 0.4981

 U.S. ... 1.6530 0.9283 0.1379 0.0313 0.1629 0.0106 0.2611 1.4106 0.1895 0.9048 0.8234

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 322.50 0.75 0.23% 707.00 13.75
Soybeans (cents/bu.) CBOT 959.00 4.50 0.47 1,557.50 670.00
Wheat (cents/bu.) CBOT 498.25 –1.25 –0.25% 1,155.75 492.50
Live cattle (cents/lb.) CME 88.850 1.025 1.17 118.500 81.250
Cocoa ($/ton) ICE-US 2,746 23 0.84 3,217 1,961
Coffee (cents/lb.) ICE-US 128.25 –0.70 –0.54 189.00 112.00
Sugar (cents/lb.) ICE-US 21.78 –0.05 –0.23 23.33 11.05
Cotton (cents/lb.) ICE-US 58.89 –0.52 –0.88 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,375.00 40 1.71 3,635 1,435
Cocoa (pounds/ton) LIFFE 1,750 –17 –0.96 1,953 1,187
Robusta coffee ($/ton) LIFFE 1,360 –4 –0.29 2,324 1,250

Copper (cents/lb.) COMEX 277.45 –1.10 –0.39 378.00 131.15
Gold ($/troy oz.) COMEX 939.20 3.40 0.36 1,060.00 494.00
Silver (cents/troy oz.) COMEX 1399.50 –1.50 –0.11 2,200.00 740.00
Aluminum ($/ton) LME 2,025.00 79.00 4.06 2,806.00 1,288.00
Tin ($/ton) LME 14,100.00 50.00 0.36 21,400.00 9,750.00
Copper ($/ton) LME 6,121.00 46.00 0.76 7,761.00 2,815.00
Lead ($/ton) LME 1,835.00 35.00 1.94 2,115.00 870.00
Zinc ($/ton) LME 1,817.50 33.50 1.88 1,927.50 1,065.00
Nickel ($/ton) LME 19,875 870 4.58 21,195 9,000

Crude oil ($/bbl.) NYMEX 71.09 2.28 3.31 125.66 45.13
Heating oil ($/gal.) NYMEX 1.8921 0.0400 2.16 4.0556 1.2820
RBOB gasoline ($/gal.) NYMEX 1.8708 0.0495 2.72 2.9500 1.0349
Natural gas ($/mmBtu) NYMEX 3.464 –0.091 –2.56 12.115 3.492
Brent crude ($/bbl.) ICE-EU 72.37 1.83 2.59 116.93 44.75
Gas oil ($/ton) ICE-EU 582.25 12.75 2.24 1,086.00 411.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Aug. 18
Per In

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

Argentina peso-a 5.4245 0.1844 3.8455 0.2600

Brazil real 2.6316 0.3800 1.8656 0.5360

Canada dollar 1.5591 0.6414 1.1053 0.9048
1-mo. forward 1.5590 0.6414 1.1052 0.9048

3-mos. forward 1.5587 0.6416 1.1050 0.9050
6-mos. forward 1.5584 0.6417 1.1048 0.9051

Chile peso 784.93 0.001274 556.45 0.001797
Colombia peso 2879.67 0.0003473 2041.45 0.0004899

Ecuador US dollar-f 1.4106 0.7089 1 1
Mexico peso-a 18.2845 0.0547 12.9623 0.0771

Peru sol 4.1542 0.2407 2.9450 0.3396
Uruguay peso-e 32.698 0.0306 23.180 0.0431

U.S. dollar 1.4106 0.7089 1 1
Venezuela bolivar 3.03 0.330144 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7132 0.5837 1.2146 0.8234
China yuan 9.6398 0.1037 6.8338 0.1463

Hong Kong dollar 10.9337 0.0915 7.7511 0.1290
India rupee 68.7033 0.0146 48.7050 0.0205

Indonesia rupiah 14064 0.0000711 9970 0.0001003
Japan yen 133.61 0.007484 94.72 0.010557

1-mo. forward 133.58 0.007486 94.69 0.010560
3-mos. forward 133.51 0.007490 94.65 0.010565

6-mos. forward 133.36 0.007498 94.54 0.010577
Malaysia ringgit-c 4.9900 0.2004 3.5375 0.2827

New Zealand dollar 2.0949 0.4774 1.4851 0.6734
Pakistan rupee 116.233 0.0086 82.400 0.0121

Philippines peso 68.414 0.0146 48.500 0.0206
Singapore dollar 2.0466 0.4886 1.4509 0.6893

South Korea won 1763.25 0.0005671 1250.00 0.0008000
Taiwan dollar 46.529 0.02149 32.985 0.03032
Thailand baht 48.045 0.02081 34.060 0.02936

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

Euro zone euro 1 1 0.7089 1.4106

1-mo. forward 1.0000 1.0000 0.7089 1.4106

3-mos. forward 1.0000 1.0000 0.7089 1.4107

6-mos. forward 1.0000 1.0000 0.7089 1.4106

Czech Rep. koruna-b 25.633 0.0390 18.172 0.0550

Denmark krone 7.4420 0.1344 5.2758 0.1895

Hungary forint 272.51 0.003670 193.19 0.005176

Norway krone 8.6593 0.1155 6.1387 0.1629

Poland zloty 4.1704 0.2398 2.9565 0.3382

Russia ruble-d 45.074 0.02219 31.954 0.03129

Sweden krona 10.2268 0.0978 7.2500 0.1379

Switzerland franc 1.5195 0.6581 1.0772 0.9283

1-mo. forward 1.5190 0.6583 1.0769 0.9286

3-mos. forward 1.5181 0.6587 1.0762 0.9292

6-mos. forward 1.5160 0.6596 1.0747 0.9305

Turkey lira 2.1166 0.4725 1.5005 0.6664

U.K. pound 0.8533 1.1719 0.6049 1.6531

1-mo. forward 0.8534 1.1718 0.6050 1.6529

3-mos. forward 0.8534 1.1717 0.6050 1.6528

6-mos. forward 0.8535 1.1717 0.6051 1.6528

MIDDLE EAST/AFRICA
Bahrain dinar 0.5318 1.8805 0.3770 2.6526

Egypt pound-a 7.8359 0.1276 5.5550 0.1800

Israel shekel 5.4026 0.1851 3.8300 0.2611

Jordan dinar 0.9991 1.0009 0.7083 1.4119

Kuwait dinar 0.4052 2.4678 0.2873 3.4810

Lebanon pound 2118.02 0.0004721 1501.50 0.0006660

Saudi Arabia riyal 5.2901 0.1890 3.7503 0.2666

South Africa rand 11.3517 0.0881 8.0475 0.1243

United Arab dirham 5.1812 0.1930 3.6731 0.2723

SDR -f 0.9084 1.1009 0.6440 1.5529

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 600 227.23 3.00 1.34% 15.4% –18.8%

 15 DJ Stoxx 50 2313.77 32.14 1.41 12.0% –18.4%

 22 Euro Zone DJ Euro Stoxx 244.79 2.34 0.97 9.9% –21.1%

 18 DJ Euro Stoxx 50 2630.60 26.81 1.03 7.3% –19.8%

 12 Austria ATX 2358.07 33.09 1.42 34.7% –31.0%

 13 Belgium Bel-20 2260.64 30.79 1.38 18.4% –24.7%

 11 Czech Republic PX 1141.3 12.6 1.12 33.0% –20.3%

 15 Denmark OMX Copenhagen 302.03 –2.99 –0.98% 33.5% –20.9%

 13 Finland OMX Helsinki 5840.38 39.66 0.68 8.1% –29.8%

 14 France CAC-40 3450.69 31.00 0.91 7.2% –20.4%

 18 Germany DAX 5250.74 49.13 0.94 9.2% –16.4%

 … Hungary BUX 18059.99 446.60 2.54 47.5% –11.1%

 12 Ireland ISEQ 2865.15 6.87 0.24 22.3% –33.9%

 11 Italy FTSE MIB 21247.80 285.42 1.36 9.2% –24.8%

 … Netherlands AEX 284.46 2.45 0.87 15.7% –28.7%

 12 Norway All-Shares 345.47 3.67 1.07 27.9% –26.1%

 17 Poland WIG 35238.15 292.59 0.84 29.4% –11.4%

 14 Portugal PSI 20 7578.19 88.27 1.18 19.5% –9.2%

 … Russia RTSI 1001.52 –4.25 –0.42% 58.5% –40.6%

 10 Spain IBEX 35 10708.3 109.8 1.04% 16.4% –5.5%

 15 Sweden OMX Stockholm 270.07 4.68 1.76 32.2% –0.4%

 13 Switzerland SMI 5953.75 70.05 1.19 7.6% –16.3%

 … Turkey ISE National 100 44233.36 –57.54 –0.13 64.7% 9.3%

 12 U.K. FTSE 100 4685.78 40.77 0.88 5.7% –11.9%

 34 ASIA-PACIFIC DJ Asia-Pacific 113.65 –0.23 –0.20 21.4% –10.0%

 … Australia SPX/ASX 200 4381.6 –6.8 –0.15 17.7% –10.0%

 … China CBN 600 25179.38 311.50 1.25 70.5% 34.5%

 19 Hong Kong Hang Seng 20306.27 168.62 0.84 41.1% –0.9%

 17 India Sensex 15035.26 250.34 1.69 55.8% 3.4%

 … Japan Nikkei Stock Average 10284.96 16.35 0.16 16.1% –20.1%

 … Singapore Straits Times 2567.72 21.74 0.85 45.8% –5.9%

 11 South Korea Kospi 1550.24 3.18 0.21 37.9% 0.6%

 17 AMERICAS DJ Americas 259.61 2.84 1.11 14.8% –21.3%

 … Brazil Bovespa 55704.60 486.23 0.88 48.3% 3.6%

 18 Mexico IPC 27500.80 201.22 0.74 22.9% 3.1%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Aug. 18, 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* 262.87 –2.92% 15.5% –24.0%

2.80% 19 World (Developed Markets) 1,034.28 –2.79% 12.4% –24.3%

2.50% 20 World ex-EMU 121.45 –2.69% 12.9% –22.9%

2.60% 21 World ex-UK 1,031.75 –2.79% 11.7% –23.8%

3.50% 18 EAFE 1,414.91 –2.98% 14.3% –25.6%

2.40% 16 Emerging Markets (EM) 819.83 –3.86% 44.6% –21.3%

4.00% 12 EUROPE 77.98 –1.94% 12.3% –21.4%

4.20% 13 EMU 156.12 –3.34% 9.9% –31.2%

3.70% 15 Europe ex-UK 85.28 –2.08% 9.9% –21.4%

4.90% 10 Europe Value 88.91 –2.14% 14.7% –20.6%

3.00% 16 Europe Growth 66.44 –1.73% 9.9% –22.2%

3.20% 15 Europe Small Cap 139.16 –2.59% 37.8% –17.1%

2.40% 8 EM Europe 219.98 –3.37% 38.5% –42.5%

4.50% 9 UK 1,382.63 –1.48% 5.2% –13.7%

2.90% 14 Nordic Countries 122.26 –2.42% 24.7% –24.6%

1.80% 7 Russia 573.85 –3.94% 39.2% –52.7%

3.60% 12 South Africa 641.20 –2.43% 10.8% –6.7%

2.90% 19 AC ASIA PACIFIC EX-JAPAN 353.98 –3.67% 43.1% –15.1%

1.70%-118 Japan 587.44 –2.62% 10.8% –28.5%

2.10% 18 China 58.38 –4.32% 43.1% –8.1%

1.00% 20 India 585.98 –4.25% 58.7% 2.2%

0.90% 23 Korea 431.56 –2.88% 40.6% –0.9%

2.80% 31 Taiwan 251.77 –2.07% 45.2% –6.4%

2.00% 25 US BROAD MARKET 1,082.98 –2.51% 10.2% –22.4%

1.50% -44 US Small Cap 1,443.55 –2.98% 15.8% –21.4%

3.50% 14 EM LATIN AMERICA 3,239.18 –3.88% 55.9% –25.3%

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

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

South Korea’s Kim dies
Former president
came to symbolize
democratic reform

South Africa’s economy
shrank by 3% in quarter

Russia oil output expected to drop

Lee Hee-ho, wife of former South Korean President Kim Dae-jung, weeps in front of a
memorial altar at a Seoul hospital Tuesday.

Yukio Hatoyama, leader of the opposition Democratic Party of Japan, on Tuesday
campaigned in Yokohama for the coming lower-house elections.
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ECONOMY & POLITICS

By Takashi Nakamichi

TOKYO—Japan’s closely
watched lower-house election cam-
paign officially kicked off as the
main opposition Democratic Party
of Japan attempts to end the ruling
party’s nearly uninterrupted reign
spanning more than half a century.

Local media polls so far show the
11-year-old DPJ is well-placed to
oust the ruling Liberal Democratic
Party from power in the 480-seat
contest on Aug. 30.

A DPJ victory could mean that Ja-
pan’s economic policy becomes
more focused on building domestic
demand to bolster growth, as the
party seeks to correct the nation’s
dependency on overseas demand.

The LDP, which has governed the
country since 1955 except for 10
months through June 1994, has re-

lied on an export-oriented growth
model and is less focused than the
DPJ on lifting local consumption.

While Tuesday marked the offi-
cial start of the campaign, candi-
dates from both parties have been in
the streets for the past several
weeks trying to woo the voters.

Before the official start, how-
ever, candidates are banned from di-
rectly asking people to vote for
them and aren’t allowed to put up
campaign posters that display only
the candidate.

In the latest Kyodo News survey
released Monday, support for the
LDP in the proportional-representa-
tion part of the ballot, which covers
180 of the lower-house seats, stood
at 16.5%, up 3.2 points from a poll
conducted a week earlier.

The DPJ came in at 32.6%, down
1.5 points.

By Robb M. Stewart

JOHANNESBURG—South Africa
remained mired in recession in the
second quarter of the year, increas-
ing pressure on President Jacob
Zuma’s pledge to create hundreds of
thousands of jobs.

Gross domestic product shrank
an annualized 3% from the prior
quarter in the three months to June,
data released Tuesday by the gov-
ernment statistics agency showed.
Growth contracted by 6.4% and 1.8%
in the preceding two quarters, tip-
ping Africa’s biggest economy into
its first recession in 17 years.

Colen Garrow, an economist at
Brait South Africa Ltd. in Johannes-
burg, said the weak economy could
prompt the Reserve Bank of South
Africa to cut interest rates further.
The Reserve Bank last week reduced
its repurchase rate by half a percent-
age point to 7%, taking cuts since De-
cember to five percentage points.

Mr. Zuma, in his first state-of-the-
nation address in early June, said
the government planned to create
about 500,000 jobs this year and re-
duce poverty.

However, as global demand has
slumped, mining companies and
manufacturers have shed thou-
sands of jobs and cut spending. The
jobless rate nudged up to 23.6% in

the second quarter as employment
fell by 267,000 and the number of
people who gave up looking for
work increased by 302,000, data in
July showed.

There has been growing unrest
during the president’s first 100 days
in office, with unionized workers
flexing their muscle and striking
briefly for higher wages and resi-
dents in impoverished townships
taking to the streets to protest
against what they say is poor ser-
vice delivery.

“Just as the impact of the reces-
sion on South Africa lagged some-
what behind the rest of the world’s,
it seems our recovery will lag too,”
Finance Minister Pravin Gordhan
said Monday.

The data showed that the manu-
facturing industry remains in the
doldrums, and agriculture showed a
contraction for the quarter, while ar-
eas of the domestic economy—such
as finance and wholesale and retail
trade—also shrank.

Countering this was output
growth in the construction indus-
try, which has benefited from gov-
ernment spending on infrastructure
and ahead of the 2010 World Cup.

Statistics SA’s figures showed
the mining industry also recorded a
bounce, growing modestly but after
a sharp fall in the previous quarter.
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By Evan Ramstad

SEOUL—Former South Korean
President Kim Dae-jung, who spent
most of his life fighting for democ-
racy in his country and subse-
quently tried to bridge the bitter di-
vide with North Korea, died Tues-
day.

Mr. Kim, who won the Nobel
Peace Prize for his efforts at recon-
ciliation with the North, died after
spending more than a month in Yon-
sei Severance Hospital for respira-
tory problems and a blood clot in his
lung, a hospital spokesman said. He
was 83 years old, according to his of-
ficial biography, though other
records suggest he was slightly
older.

Mr. Kim’s election in 1997 sealed
the arrival of multiparty democracy
in South Korea. A leftist on most pol-
icy matters but a populist on eco-
nomics, he led the country through
the fallout of the late 1990s Asian fi-
nancial crisis, which hit South Korea
hard.

To the rest of the world, Mr. Kim
was best known for his “Sunshine
Policy” of outreach and assistance
to North Korea, an effort that culmi-
nated with a summit meeting with
the North’s dictator, Kim Jong Il, in
June 2000. Later that year, Kim Dae-
jung won the Nobel Peace Prize for
setting up the first meeting be-
tween Korean leaders since before
the Korean War.

His efforts to improve relations
with the North brought interna-
tional acclaim but not lasting suc-
cess. South Korean engagement
with Pyongyang failed to stop North
Korea’s pursuit of atomic weapons.
The country conducted its second
nuclear test in May.

In the last weeks of his life, a pa-
rade of visitors—including United

Nations Secretary General Ban Ki-
moon, former South Korean politi-
cal rivals and the current South Ko-
rean president, Lee Myung-bak—vis-
ited Mr. Kim in the hospital.

“We lost a great political leader
today,” Mr. Lee said in a statement is-
sued by his office Tuesday. “His ac-
complishments and aspirations to
achieve democratization and inter-
Korean reconciliation will long be re-
membered by the people.”

Mr. Lee added: “I hope that Presi-
dent Kim’s lifelong wishes will even-
tually be realized through reconcilia-
tion between South and North and
social integration.”

When Mr. Lee took office last
year, he reversed course on a policy
that originated with Mr. Kim of es-
sentially unconditional aid to North
Korea and instead insisted that assis-
tance be linked to steps by Pyong-
yang toward abandoning its nuclear-
weapons programs.

North Korea has reacted angrily
to the shift. Mr. Kim earlier this year
called for North Korea to end its
daily invectives against Mr. Lee and
urged Mr. Lee to reverse his deci-
sion.

His death marks the second in
four months among key figures in
South Korea’s progressive move-
ment, in the wake of the May suicide
of Roh Moo-hyun, who succeeded
him as president.

To South Koreans, Mr. Kim will
be most remembered as one of the
leading voices of dissent against the
authoritarian governments that ran
the country from the 1960s to the
1980s. Those governments perse-
cuted him, targeted him for assassi-
nation twice and imprisoned or de-
tained him under house arrest for
more than 10 years.

He survived all that to become
one of the three principal authors of
South Korea’s democratic constitu-
tion in 1987. He immediately ran for
president that year but lost, and lost
again in the next election five years
later.

In 1997, he won a three-way race
by a margin of less than 2% to be-
come the third president elected
since democracy and the first from
an opposition party.
 —Gordon Fairclough

contributed to this article.

By Jacob

Gronholt-Pedersen

MOSCOW—Russian oil output
has risen this year, against expecta-
tions, but industry participants and
analysts say the world’s biggest en-
ergy supplier faces an inevitable de-
cline in production.

Russian oil firms have cut invest-
ment programs following a drop in
crude prices from last year’s record
highs, but have surprised many by
squeezing more hydrocarbons
than expected out of maturing
fields in Siberia.

But this may prove unsustain-
able, with a steep drop in drilling
this year pointing to lower produc-
tion ahead, industry observers say.
Dwindling output in Russia, which
pumps about 20% of the oil pro-
duced by countries outside the Orga-
nization of Petroleum Exporting
Countries, could buoy global prices.

“Further oil-output growth will
be extremely challenging in Russia,”
said Oswald Clint, an analyst at Bern-
stein Research in London. He esti-
mates exploration drilling fell by
more than 40% in the first half of the
year compared with the same pe-
riod last year, based on statistics
from oil-field service companies

and independent energy
consultancies.

Predictions of a decline in Rus-
sia’s oil production come against a
backdrop of rising output this year.
In total, Russian oil producers
pumped 77,000 barrels a day, or 0.8%,
more in the first seven months of the
year than in the same period of 2008.

Six new Russian fields launched
late last year produced a combined
400,000 barrels a day, helping lift to-
tal volume. Among the new fields
are South Khylchuyu in the Arctic
north of Russia, operated by OAO
Lukoil; TNK-BP Ltd.’s Uvat and
Verkhnechonskoye fields; and OAO
Surgutneftegaz’s Talakan field in
eastern Siberia.

But the new fields have already
reached peak capacity and are now
starting to slowly decline, according
to an executive at a major oil-field
services company.

“Exploration activity is sliding
and operators will struggle to keep
production levels up,” said the exec-
utive, who asked not to be named.

He said Russian oil companies
have been able to maintain volumes
this year by stepping up work on ma-
turing fields in the Russian oil indus-
try’s traditional heartland, western
Siberia, rather than by drilling new

wells, he said.
The pessimistic projections con-

trast with an upbeat report from the
International Energy Agency last
week. The Paris-based agency said
stronger-than-expected Russian
output had prompted it to revise up-
ward its forecast for 2009 oil supply
from countries outside OPEC by
160,000 barrels a day, and its 2010
forecast for non-OPEC supply by
200,000 barrels a day.

The uptick in production even ap-
pears to have taken the Russian gov-
ernment by surprise. In March, it
forecast 2009 oil output of 9.68 mil-
lion barrels a day, a 1.1% annual fall.

But in late May, when production
had started to pick up, Energy Minis-
ter Sergey Shmatko said he ex-
pected output to remain flat this
year and possibly even increase com-
pared with 2008 levels.

Russian oil majors are eager to
boost production at new fields far-
ther east and in the Arctic.

Next month, Russia’s No. 1 oil pro-
ducer, state-controlled OAO Ros-
neft, will launch its huge Vankor
field in eastern Siberia, the coun-
try’s biggest greenfield project
since Soviet times.

 —Spencer Swartz in London
contributed to this article.
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DJE-Renten Glbl P EU BD LUX 08/18 EUR 127.19 6.3 4.9 2.3
LuxPro-Dragon I AS EQ LUX 08/18 EUR 136.49 47.0 11.2 –0.8
LuxPro-Dragon P AS EQ LUX 08/18 EUR 133.06 46.6 10.6 –1.8
LuxTopic-Aktien Europa EU EQ LUX 08/18 EUR 15.83 10.5 –5.2 –5.7
LuxTopic-Pacific AS EQ LUX 08/18 EUR 14.03 55.0 –16.1 –14.7

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
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 08/17 USD 317.56 29.3 3.7 4.7
Sel Emerg Mkt Equity GL EQ GGY 08/17 USD 180.44 37.8 –17.2 –8.7
Sel Euro Equity EUR US EQ GGY 08/17 EUR 86.98 19.3 –22.0 –22.9
Sel European Equity EU EQ GGY 08/17 USD 162.22 18.0 –27.2 –21.5
Sel Glob Equity GL EQ GGY 08/17 USD 170.32 18.6 –24.4 –19.3
Sel Glob Fxd Inc GL BD GGY 08/17 USD 135.97 5.4 –4.5 –1.9
Sel Pacific Equity AS EQ GGY 08/17 USD 126.68 40.1 –10.1 –4.7
Sel US Equity US EQ GGY 08/17 USD 110.92 10.1 –26.3 –18.4
Sel US Sm Cap Eq US EQ GGY 08/17 USD 152.52 16.6 –28.4 –20.3

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 08/17 EUR 24.47 –6.7 –50.2 –47.9
MP-TURKEY.SI OT OT SVN 08/17 EUR 29.82 52.7 –23.9 –18.1

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 08/17 EUR 3.08 46.7 –56.7 –40.3
Parex Eastern Europ Bal OT OT LVA 08/17 EUR 12.46 45.2 –9.2 –4.7
Parex Eastern Europ Bd EU BD LVA 08/17 USD 13.24 51.8 –5.6 –0.3
Parex Russian Eq EE EQ LVA 08/17 USD 15.36 77.4 –39.4 –20.5

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 08/18 USD 146.86 32.4 –14.3 –10.9
PF (LUX)-Asian Eq-Pca AS EQ LUX 08/18 USD 140.20 31.7 –15.0 –11.7
PF (LUX)-Biotech-Pca OT EQ LUX 08/17 USD 273.53 –4.1 –28.6 –5.9
PF (LUX)-CHF Liq-Pca CH MM LUX 08/17 CHF 124.20 0.2 0.4 1.3
PF (LUX)-CHF Liq-Pdi CH MM LUX 08/17 CHF 93.75 0.2 0.4 1.3
PF (LUX)-Digital Comm-Pca OT EQ LUX 08/17 USD 98.29 20.9 –8.8 –8.8
PF (LUX)-East Eu-Pca EU EQ LUX 08/17 EUR 238.18 78.4 –37.7 –25.3
PF (LUX)-Emg Mkts-Pca GL EQ LUX 08/18 USD 432.22 42.1 –21.6 –11.6
PF (LUX)-Eu Indx-Pca EU EQ LUX 08/17 EUR 89.06 16.5 –19.3 –18.6
PF (LUX)-EUR Bds-Pca EU BD LUX 08/17 EUR 380.47 1.9 4.8 2.3
PF (LUX)-EUR Bds-Pdi EU BD LUX 08/17 EUR 289.53 1.9 4.8 2.3
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 08/17 EUR 142.57 14.2 8.5 4.0
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 08/17 EUR 100.23 14.2 8.5 4.0
PF (LUX)-EUR HiYld-Pca EU BD LUX 08/17 EUR 130.09 44.3 –2.0 –4.4
PF (LUX)-EUR HiYld-Pdi EU BD LUX 08/17 EUR 75.41 44.2 –2.1 –4.5
PF (LUX)-EUR Liq-Pca EU MM LUX 08/17 EUR 135.79 0.9 2.0 2.9
PF (LUX)-EUR Liq-Pdi EU MM LUX 08/17 EUR 97.86 0.9 2.0 2.9
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 08/17 EUR 102.37 0.5 1.7 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 08/17 EUR 101.01 0.5 1.7 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 08/17 EUR 353.83 15.7 –23.1 –23.6
PF (LUX)-EuSust Eq-Pca EU EQ LUX 08/17 EUR 116.67 15.4 –19.5 –21.6
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 08/17 USD 227.76 20.2 12.9 9.9
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 08/17 USD 154.94 20.2 12.8 9.9
PF (LUX)-Gr China-Pca AS EQ LUX 08/18 USD 303.75 42.8 –2.5 –3.0
PF (LUX)-Indian Eq-Pca EA EQ LUX 08/18 USD 290.58 51.6 –10.4 –7.7
PF (LUX)-Jap Index-Pca JP EQ LUX 08/18 JPY 9120.55 12.0 –25.1 –19.6
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 08/18 JPY 7957.41 9.0 –30.0 –24.7
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 08/18 JPY 7736.25 8.6 –30.4 –25.2
PF (LUX)-JpEq130/30-Pca JP EQ LUX 08/18 JPY 4483.36 14.2 –24.8 –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 08/17 USD 47.00 NS NS NS

PF (LUX)-Pacif Idx-Pca AS EQ LUX 08/18 USD 228.74 44.5 –8.7 –3.6
PF (LUX)-Piclife-Pca CH BA LUX 08/17 CHF 752.29 9.1 –5.6 –6.0
PF (LUX)-PremBrnds-Pca OT EQ LUX 08/17 EUR 54.76 24.1 –14.3 –17.0
PF (LUX)-Rus Eq-Pca OT OT LUX 08/17 USD 43.73 91.5 –43.2 NS
PF (LUX)-Security-Pca GL EQ LUX 08/17 USD 84.81 18.7 –13.0 –11.5
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 08/17 EUR 403.49 23.6 –21.2 –20.3
PF (LUX)-US Eq-Ica US EQ LUX 08/17 USD 90.43 10.8 –24.3 –13.9
PF (LUX)-USA Index-Pca US EQ LUX 08/17 USD 79.33 9.4 –23.3 –16.5
PF (LUX)-USD Gov Bds-Pca US BD LUX 08/17 USD 508.39 –4.1 5.0 6.0
PF (LUX)-USD Gov Bds-Pdi US BD LUX 08/17 USD 373.05 –4.1 5.0 6.0
PF (LUX)-USD Liq-Pca US MM LUX 08/17 USD 130.94 0.6 1.2 2.3
PF (LUX)-USD Liq-Pdi US MM LUX 08/17 USD 85.50 0.6 1.2 2.3
PF (LUX)-USD Sov Liq-Pca OT OT LUX 08/17 USD 101.56 0.3 1.3 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 08/17 USD 100.85 0.3 1.3 NS
PF (LUX)-Water-Pca GL EQ LUX 08/17 EUR 110.61 7.4 –20.1 –14.2
PF (LUX)-WldGovBds-Pca GL BD LUX 08/17 USD 162.44 –1.5 8.2 8.1
PF (LUX)-WldGovBds-Pdi GL BD LUX 08/17 USD 134.46 –1.5 8.2 8.1

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 08/17 USD 10.87 38.6 –14.9 –11.8
Japan Fund USD JP EQ IRL 08/18 USD 16.39 11.6 10.7 –1.3
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 90.7 –0.5 –1.3

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 08/17 EUR 617.00 9.5 –23.1 NS
Core Eurozone Eq B EU EQ IRL 08/17 EUR 732.08 11.3 –19.9 NS
Euro Fixed Income A EU BD IRL 08/17 EUR 1197.80 5.8 –1.5 –2.7
Euro Fixed Income B EU BD IRL 08/17 EUR 1275.90 6.2 –0.9 –2.1
Euro Small Cap A EU EQ IRL 08/17 EUR 1062.67 25.3 –23.0 –25.2
Euro Small Cap B EU EQ IRL 08/17 EUR 1135.77 25.8 –22.6 –24.8
Eurozone Agg Eq A EU EQ IRL 08/17 EUR 573.72 15.5 –22.5 –22.2
Eurozone Agg Eq B EU EQ IRL 08/17 EUR 822.67 15.9 –22.0 –21.7
Glbl Bd (EuroHdg) A GL BD IRL 08/17 EUR 1332.20 11.3 4.0 1.9
Glbl Bd (EuroHdg) B GL BD IRL 08/17 EUR 1410.89 11.7 4.7 2.6
Glbl Bd A EU BD IRL 08/17 EUR 1073.89 9.5 8.1 1.0
Glbl Bd B EU BD IRL 08/17 EUR 1141.15 10.0 8.8 1.6
Glbl Real Estate A OT EQ IRL 08/17 USD 767.19 15.1 –30.1 –21.7
Glbl Real Estate B OT EQ IRL 08/17 USD 789.16 15.5 –29.7 –21.2
Glbl Real Estate EH-A OT EQ IRL 08/17 EUR 701.90 11.9 –31.3 –23.3
Glbl Real Estate SH-B OT EQ IRL 08/17 GBP 65.73 10.9 –32.1 –22.9
Glbl Strategic Yield A EU BD IRL 08/17 EUR 1434.66 26.9 –1.6 –0.8
Glbl Strategic Yield B EU BD IRL 08/17 EUR 1531.92 27.4 –1.0 –0.2
Japan Equity A JP EQ IRL 08/17 JPY 12232.00 18.4 –20.3 –19.0
Japan Equity B JP EQ IRL 08/17 JPY 13008.00 18.8 –19.9 –18.6
PacBasn (Ex-Jap) Eq A AS EQ IRL 08/17 USD 1924.41 49.6 –4.4 –4.4
PacBasn (Ex-Jap) Eq B AS EQ IRL 08/17 USD 2049.18 50.2 –3.8 –3.9
Pan European Eq A EU EQ IRL 08/17 EUR 846.19 17.8 –21.3 –21.1
Pan European Eq B EU EQ IRL 08/17 EUR 900.04 18.2 –21.0 –20.6
US Equity A US EQ IRL 08/17 USD 764.16 14.2 –25.0 –16.5
US Equity B US EQ IRL 08/17 USD 816.34 14.7 –24.5 –16.0
US Small Cap A US EQ IRL 08/17 USD 1125.81 12.0 –28.1 –18.2
US Small Cap B US EQ IRL 08/17 USD 1203.43 12.4 –27.6 –17.7

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 08/18 EUR 13.29 –5.9 13.2 11.6
Asset Sele C H-CHF OT OT LUX 08/18 CHF 92.39 NS NS NS
Asset Sele C H-GBP OT OT LUX 08/18 GBP 93.19 NS NS NS
Asset Sele C H-JPY OT OT LUX 08/18 JPY 9272.10 NS NS NS
Asset Sele C H-NOK OT OT LUX 08/18 NOK 106.63 –5.3 NS NS
Asset Sele C H-SEK OT OT LUX 08/18 SEK 133.64 –6.3 14.1 11.9
Asset Sele C H-USD OT OT LUX 08/18 USD 93.18 NS NS NS
Asset Sele D H-SEK OT OT LUX 08/18 SEK 125.42 –6.3 NS NS
Choice Global Value -C- GL EQ LUX 08/18 SEK 67.19 11.6 –25.4 –25.3
Choice Global Value -D- OT OT LUX 08/18 SEK 64.37 11.6 –25.4 NS
Choice Global Value -I- OT OT LUX 08/18 EUR 5.84 19.9 –31.2 –28.0
Choice Japan Fd -C- OT OT LUX 08/18 JPY 49.75 10.7 –24.5 –20.8
Choice Japan Fd -D- OT OT LUX 08/18 JPY 44.73 10.7 –24.5 –20.8
Choice Jpn Chance/Risk JP EQ LUX 08/18 JPY 52.05 16.2 –28.2 –22.9
Choice NthAmChance/Risk US EQ LUX 08/18 USD 3.48 24.1 –27.8 –14.5
Ethical Europe Fd OT OT LUX 08/18 EUR 1.73 16.0 –27.1 –24.9
Europe 1 Fd OT OT LUX 08/18 EUR 2.50 19.7 –25.5 –24.4
Europe 3 Fd EU EQ LUX 08/18 EUR 3.57 17.0 –27.2 –25.2
Global Chance/Risk Fd GL EQ LUX 08/18 EUR 0.53 13.7 –20.8 –19.4
Global Fd -C- OT OT LUX 08/18 USD 1.88 13.0 –25.7 –18.1
Global Fd -D- OT OT LUX 08/18 USD 1.18 13.0 NS NS
Nordic Fd OT OT LUX 08/18 EUR 5.00 23.9 –13.3 –14.0

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 08/18 USD 6.39 41.1 –6.3 –6.4
Choice Asia ex. Japan -D- OT OT LUX 08/18 USD 1.13 41.0 NS NS
Currency Alpha EUR -IC- OT OT LUX 08/18 EUR 10.44 –4.4 –2.6 1.1
Currency Alpha EUR -RC- OT OT LUX 08/18 EUR 10.35 –4.7 –3.0 0.7
Currency Alpha SEK -ID- OT OT LUX 08/18 SEK 97.11 –8.1 –6.5 NS
Currency Alpha SEK -RC- OT OT LUX 08/18 SEK 106.03 –4.7 –3.0 0.7
Generation Fd 80 OT OT LUX 08/18 SEK 7.17 12.4 –12.7 NS
Nordic Focus EUR NO EQ LUX 08/18 EUR 67.43 35.2 –20.0 NS
Nordic Focus NOK NO EQ LUX 08/18 NOK 72.69 35.2 –20.0 NS
Nordic Focus SEK NO EQ LUX 08/18 SEK 73.55 35.2 –20.0 NS
Russia Fd OT OT LUX 08/18 EUR 6.26 87.6 –36.1 –21.7

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 08/18 USD 1.59 14.3 –23.7 –17.2
Ethical Glbl Fd -C- OT OT LUX 08/18 USD 0.75 14.7 NS NS
Ethical Glbl Fd -D- OT OT LUX 08/18 USD 0.72 21.3 –19.4 –16.1
Ethical Sweden Fd NO EQ LUX 08/18 SEK 37.38 35.6 1.8 –9.0
Index Linked Bd Fd SEK OT BD LUX 08/18 SEK 12.89 1.2 2.0 4.2
Medical Fd OT EQ LUX 08/18 USD 2.93 2.0 –19.0 –9.0
Short Medium Bd Fd SEK NO MM LUX 08/18 SEK 8.80 1.1 1.7 2.7
Technology Fd -C- OT OT LUX 08/18 USD 0.18 NS NS NS
Technology Fd -D- OT OT LUX 08/18 USD 2.13 36.5 –15.8 –8.3
World Fd -C- OT OT LUX 08/18 USD 25.78 NS NS NS
World Fd -D- OT OT LUX 08/18 USD 1.95 22.0 –15.3 –10.8

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 08/18 EUR 1.27 0.1 0.2 1.4
Short Bond Fd EUR -D- OT OT LUX 08/18 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 08/18 SEK 21.93 1.7 1.9 2.8
Short Bond Fd USD US MM LUX 08/18 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 –1.5 0.2
Alpha Bond Fd SEK -B- NO BD LUX 08/17 SEK 8.84 1.4 –1.5 0.2
Alpha Bond Fd SEK -C- NO BD LUX 08/18 SEK 25.55 1.4 –1.6 0.1
Alpha Bond Fd SEK -D- NO BD LUX 08/18 SEK 7.96 1.4 –1.6 0.1
Alpha Short Bd SEK -A- NO MM LUX 08/17 SEK 11.07 2.5 2.7 3.3
Alpha Short Bd SEK -B- NO MM LUX 08/17 SEK 10.13 2.5 2.7 3.3
Alpha Short Bd SEK -C- NO MM LUX 08/18 SEK 21.65 2.4 2.6 3.2
Alpha Short Bd SEK -D- NO MM LUX 08/18 SEK 8.20 2.4 2.6 3.2
Bond Fd SEK -C- NO BD LUX 08/18 SEK 42.20 1.6 9.5 6.0
Bond Fd SEK -D- NO BD LUX 08/18 SEK 12.25 1.6 9.6 5.4
Corp. Bond Fd EUR -C- EU BD LUX 08/18 EUR 1.22 11.7 3.1 1.4
Corp. Bond Fd EUR -D- EU BD LUX 08/18 EUR 0.93 11.8 3.1 1.3
Corp. Bond Fd SEK -C- NO BD LUX 08/18 SEK 12.08 12.4 –0.2 0.3
Corp. Bond Fd SEK -D- NO BD LUX 08/18 SEK 9.13 12.4 –0.2 0.4
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 08/18 EUR 102.97 –0.9 3.5 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 08/18 EUR 107.38 3.7 8.0 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 08/18 SEK 1099.65 3.7 8.0 NS
Flexible Bond Fd -C- NO BD LUX 08/18 SEK 21.33 2.2 5.7 4.4
Flexible Bond Fd -D- NO BD LUX 08/18 SEK 11.67 2.2 5.7 4.4

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 08/18 USD 2.20 42.7 –14.1 –5.3
Eastern Europe Fd OT OT LUX 08/18 EUR 2.18 27.1 –27.6 –21.4

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 08/18 SEK 25.45 51.6 7.6 –10.9
Eastern Europe SmCap Fd OT OT LUX 08/18 EUR 2.05 56.4 –27.2 –26.1
Europe Chance/Risk Fd EU EQ LUX 08/18 EUR 921.26 20.8 –28.3 –26.2
Listed Private Equity -C- OT OT LUX 08/18 EUR 115.69 40.5 NS NS
Listed Private Equity -IC- OT OT LUX 08/18 EUR 67.09 62.4 NS NS
Listed Private Equity -ID- OT OT LUX 08/18 EUR 65.14 57.9 NS NS
Nordic Small Cap -C- OT OT LUX 08/18 EUR 111.40 NS NS NS
Nordic Small Cap -IC- OT OT LUX 08/18 EUR 111.61 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 08/18 SEK 76.81 –4.1 –21.7 –13.4
Asset Sele Defensive Acc EUR -C- OT OT LUX 08/18 EUR 98.10 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 08/18 SEK 98.23 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 08/18 USD 99.46 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 08/18 SEK 70.18 –4.1 –21.8 –14.7
Asset Sele Opp C H NOK OT OT LUX 08/18 NOK 95.61 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 08/18 SEK 94.69 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 08/18 EUR 95.31 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 08/18 GBP 95.28 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 08/18 SEK 95.38 NS NS NS
Asset Sele Original C EUR OT OT LUX 08/18 EUR 98.21 NS NS NS
Asset Sele Original D GBP OT OT LUX 08/18 GBP 98.40 NS NS NS
Asset Sele Original ID GBP OT OT LUX 08/18 GBP 98.25 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 08/17 EUR 28.83 1.7 –6.3 2.1
Bonds Eur Corp A OT OT LUX 08/14 EUR 22.61 9.1 4.4 1.1
Bonds Eur Hi Yld A OT OT LUX 08/14 EUR 19.01 43.0 –0.9 –5.8
Bonds EURO A OT OT LUX 08/17 EUR 40.81 3.4 9.2 5.5
Bonds Europe A OT OT LUX 08/17 EUR 39.22 3.5 8.5 4.7
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 08/14 USD 41.39 3.9 8.2 9.4
Eq. China A OT OT LUX 08/17 USD 20.82 39.3 2.7 –5.0
Eq. ConcentratedEuropeA OT OT LUX 08/17 EUR 24.01 16.5 –23.0 –21.3
Eq. Eastern Europe A OT OT LUX 08/17 EUR 18.20 37.7 –43.4 –30.6
Eq. Equities Global Energy OT OT LUX 08/17 USD 15.51 8.8 –33.3 –11.7
Eq. Euroland A OT OT LUX 08/17 EUR 9.43 2.9 –27.0 –24.2
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 08/17 EUR 15.66 14.0 –23.3 –17.7
Eq. EurolandFinancialA OT OT LUX 08/17 EUR 10.72 27.2 –22.7 –24.2
Eq. Glbl Emg Cty A OT OT LUX 08/17 USD 8.21 37.4 –19.2 –10.8
Eq. Global A OT OT LUX 08/17 USD 24.35 15.7 –20.5 –17.5
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 08/17 JPY 1125.99 24.3 –6.2 –20.0
Eq. Japan Target A OT OT LUX 08/17 JPY 1798.01 15.0 –3.9 –8.1
Eq. Pacific A OT OT LUX 08/17 USD 8.69 36.1 –13.7 –8.0
Eq. US ConcenCore A OT OT LUX 08/17 USD 19.12 17.7 –20.4 –10.8
Eq. US Lg Cap Gr A OT OT LUX 08/17 USD 13.28 23.2 –29.2 –13.6
Eq. US Mid Cap A OT OT LUX 08/14 USD 25.78 28.6 –23.4 –14.2
Eq. US Multi Strg A OT OT LUX 08/17 USD 18.90 18.3 –27.8 –16.7
Eq. US Rel Val A OT OT LUX 08/17 USD 18.47 18.9 –26.6 –20.9
Eq. US Sm Cap Val A OT OT LUX 08/17 USD 14.40 11.3 –37.1 –25.8
Eq. US Value Opp A OT OT LUX 08/17 USD 14.38 10.9 –35.5 –25.9
Money Market EURO A OT OT LUX 08/17 EUR 27.36 0.9 2.5 3.4
Money Market USD A OT OT LUX 08/17 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 08/18 JPY 9381.00 9.0 –23.9 –26.2
YMR-N Japan Fund OT OT IRL 08/18 JPY 10373.00 9.9 –25.8 –24.0
YMR-N Small Cap Fund OT OT IRL 08/18 JPY 7441.00 15.9 –14.4 –25.0

n Yuki 77 Series
Yuki 77 General JP EQ IRL 08/18 JPY 6431.00 8.9 –28.7 –25.7
Yuki 77 Growth JP EQ IRL 08/18 JPY 6017.00 1.7 –33.3 –30.5

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 08/18 JPY 6707.00 7.5 –28.7 –26.0
Yuki Chugoku JpnLowP JP EQ IRL 08/18 JPY 8568.00 4.6 –19.4 –19.4

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 08/18 JPY 7209.00 6.5 –28.8 –26.9

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 08/18 JPY 4757.00 4.6 –32.9 –26.3
Yuki Hokuyo Jpn Inc JP EQ IRL 08/18 JPY 5504.00 4.3 –26.9 –20.2
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 08/18 JPY 5459.00 16.0 –13.9 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 08/18 JPY 4564.00 7.4 –35.3 –29.6
Yuki Mizuho Jpn Dyn Gro OT OT IRL 08/18 JPY 4871.00 8.4 –34.7 –30.1
Yuki Mizuho Jpn Exc 100 OT OT IRL 08/18 JPY 6889.00 12.9 –29.2 –26.5
Yuki Mizuho Jpn Gen OT OT IRL 08/18 JPY 8788.00 9.6 –26.0 –25.9
Yuki Mizuho Jpn Gro OT OT IRL 08/18 JPY 6659.00 6.5 –23.9 –26.6
Yuki Mizuho Jpn Inc OT OT IRL 08/18 JPY 7932.00 –0.3 –30.8 –23.9
Yuki Mizuho Jpn Lg Cap OT OT IRL 08/18 JPY 5259.00 5.5 –28.9 –25.4
Yuki Mizuho Jpn LowP OT OT IRL 08/18 JPY 12656.00 11.7 –14.0 –16.7
Yuki Mizuho Jpn PGth OT OT IRL 08/18 JPY 8432.00 10.4 –28.1 –27.3
Yuki Mizuho Jpn SmCp OT OT IRL 08/18 JPY 7461.00 21.7 –13.6 –24.3
Yuki Mizuho Jpn Val Sel OT OT IRL 08/18 JPY 5959.00 14.8 –21.0 –20.9
Yuki Mizuho Jpn YoungCo OT OT IRL 08/18 JPY 3063.00 28.3 –15.0 –32.9

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 08/18 JPY 5056.00 12.3 –32.8 –28.2

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 08/18 JPY 5545.00 8.7 –27.4 –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 6.8 –9.2 –3.6
Global Absolute EUR OT OT NA 07/31 EUR 1.48 7.5 NS NS
Global Absolute USD OT OT GGY 07/31 USD 1.89 7.1 –7.5 –3.6

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 07/31 EUR 82.39 8.0 –25.1 –12.5
Special Opp Inst EUR OT OT CYM 07/31 EUR 77.61 8.1 –24.9 –12.1
Special Opp Inst USD OT OT CYM 07/31 USD 87.94 8.9 –21.7 –10.1

Special Opp USD OT OT CYM 07/31 USD 86.38 8.5 –22.2 –10.7

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 6.2 –11.7 –6.1
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 6.8 –11.9 –4.5
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 7.8 –8.5 –3.1
GH FUND S EUR OT OT CYM 07/31 EUR 121.65 7.6 –10.8 –4.2
GH FUND S GBP OT OT JEY 07/31 GBP 125.98 7.1 –10.9 –3.5
GH Fund S USD OT OT CYM 07/31 USD 142.57 8.0 –8.1 –2.6
GH Fund USD OT OT GGY 07/31 USD 261.23 7.2 –9.3 –3.9
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 13.4 –23.1 –13.3
MultiAdv Arb CHF Hdg OT OT JEY 07/31 CHF 90.21 7.4 –17.2 –12.1
MultiAdv Arb EUR Hdg OT OT JEY 07/31 EUR 97.77 8.2 –16.8 –11.1
MultiAdv Arb GBP Hdg OT OT JEY 07/31 GBP 105.32 8.7 –17.6 –11.0
MultiAdv Arb S EUR OT OT CYM 07/31 EUR 104.03 8.7 –16.1 –10.1
MultiAdv Arb S GBP OT OT CYM 07/31 GBP 108.70 9.0 –16.5 –9.8
MultiAdv Arb S USD OT OT CYM 07/31 USD 118.80 9.7 –13.2 –8.6
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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By Judith Burns

WASHINGTON—After meeting
with the Egyptian president Tues-
day, President Barack Obama said
“there has been movement in the
right direction” toward a resolution
of the Arab-Israeli conflict and said
he is “encouraged.”

“The interests on both sides are
towards peace,” Mr. Obama told re-
porters after his one-on-one meet-
ing at the White House with Egyp-
tian President Hosni Mubarak.

Mr. Obama cited improved secu-
rity and increased economic activ-
ity in the West Bank as encouraging
developments. But Mr. Obama also
struck a note of caution. “Just be-
cause something makes sense
doesn’t mean it happens.”

During their meeting in the Oval
Office, the leaders discussed Egypt’s
regional concerns, including Iran’s
nuclear weaponry, but focused on the
Palestinian question “because it’s the
pivotal issue,” Mr. Mubarak said.

Mr. Mubarak said he has told Is-
raelis to “forget about a temporary
solution and forget about temporary
borders,” insisting on a solution that
defines borders, establishes a home
for displaced Palestinians and re-
solves the status of Jerusalem.

Mr. Obama said the U.S. is devot-
ing time and resources to help ad-
vance the Middle East peace pro-
cess, noting that his administration
jumped in “immediately,” urging all
parties to take concrete steps to re-
solve the conflict.

“My hope is that we are going to
see not just movement from the Is-
raelis but also from the Palestin-
ians,” Mr. Obama said. He said that
Palestinians seem to recognize
“that Israel isn’t going anywhere”
and that Israelis understand it is in
their nation’s interest to strike a
peace accord.

The 81-year-old Mubarak, who
has ruled Egypt for 28 years, also indi-
cated that he would seek another
term. “I have entered into the elec-

tions based on a platform that in-
cluded reforms and therefore we
have started to implement some of it
and we still have two years to imple-
ment it,” Mr. Mubarak said, volunteer-
ing that he and Mr. Obama had spo-
ken about U.S. concerns about repres-
sion of political opposition in Egypt.

The Egyptian Embassy later said
Mr. Mubarak has made no decision
on seeking a new term in 2011. Mr.
Mubarak looked robust despite ear-
lier reports that he had become in-
creasingly frail and was preparing
his 46-year-old son as a successor.

Egypt has an exploding popula-
tion, ravaged by widespread pov-
erty and high unemployment. He
has kept a lid on burgeoning social
and religious pressures through
heavy repression of much of the po-
litical opposition in Egypt, espe-
cially the Islamic fundamentalist
Muslim Brotherhood, the most orga-
nized group challenging his rule.

Mr. Mubarak had been a regular
visitor to Washington during the

Clinton administration. Then he
stayed away to protest the U.S. inva-
sion of Iraq and President George W.
Bush’s intensified pressure to open

the Egyptian political system and
moderate its human-rights policies.

 —The Associated Press
contributed to this article.

Damascus agrees to Iraq security effort
U.S. and Syria plan
to join Baghdad
in monitoring border

Mubarak, Obama discuss Mideast

Re
ut

er
s

Pakistan captures a close associate of dead Taliban leader

Iraqi Prime Minister Nouri al-Maliki, left, met Syrian President Bashar Assad in Damascus Tuesday to discuss border security.
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Barack Obama, right, met in the White House on Tuesday with Egypt’s Hosni
Mubarak, who is urging a permanent solution in the Middle East.

ECONOMY & POLITICS

By Jay Solomon

And Julien Barnes-Dacey

The Obama administration and
Damascus have tentatively agreed
to establish a tripartite committee,
with Baghdad, to better monitor the
Syrian-Iraqi border as the Pentagon
draws down American troops from
Iraq in coming months, said senior
U.S. officials.

The proposed three-way border-
control assessments could boost
Iraqi security and patch one of the re-
gion’s most volatile fault lines. The
initiative was made by a team of U.S.
Central Command officers and their
Syrian counterparts last week in
Damascus.

The pact awaits the green light
from Baghdad, which expressed frus-
tration at being excluded from the
U.S.-Syrian talks, saying they vio-
lated Iraqi sovereignty on security
matters.

Iraqi Prime Minister Nouri al-Ma-
liki met Syrian President Bashar As-
sad in Damascus on Tuesday. A state-
ment issued late Tuesday by the
Iraqi prime minister’s office in Bagh-
dad said only that the two sides “dis-
cussed the expansion of the Iraqi
and Syrian cooperation in the areas
of border control.”

“Both governments are working
seriously and practically to deal
with all the issues,” added Alaa al-
Jawadi, the Iraqi ambassador in
Damascus. “The Syrians have been
positive with us.”

“The Syrians agree that a tripar-

tite approach is the appropriate ap-
proach,” said a U.S. official briefed
on the Centcom mission. “We don’t
have a response back from Maliki.”

The border-security initiative
provides for the assessment of bor-
der checkpoints, dealing with techni-
cal issues such as screenings and
procedures.

The Pentagon regularly accused
Syria of facilitating the flow of for-
eign fighters and al Qaeda militants
into Iraq since the overthrow of Sad-
dam Hussein in 2003.

In June, the top U.S. commander
in Iraq, Gen. Ray Odierno, said there
had been a significant decrease in
the number of foreign fighters enter-

ing Iraq from Syria. But U.S. officials
also say there are issues to resolve.
“We’re still a little bit concerned
with Syria’s role in this,” Gen. Odi-
erno told reporters in Baghdad on
Monday. “I think our bilateral discus-
sions with them are important.”

Syria says it has detained more
than 1,700 militants, blocked poten-
tial combatants from passing
through the country en route to Iraq
and imposed stricter border polic-
ing. Syria also appears to have
cracked down on former members
of Saddam Hussein’s Baathist re-
gime who fled to Damascus after the
Iraqi invasion.

“The Baathists have been com-

ing under a lot of pressure in the last
few months,” said one senior West-
ern diplomat. “Some have been
kicked out, some have been told to
shut up.”

Syria’s moves seem to be a re-
sponse to U.S. President Barack
Obama’s increasingly active out-
reach efforts. The administration
has announced the return of a U.S
ambassador to Damascus and re-
cently eased U.S. sanctions in an ap-
parent bid to draw Syria away from
its alliance with Iran.

Senior Syrian officials were un-
available for comment Tuesday. But
members of Mr. Assad’s govern-
ment have stressed their desire for

improved security cooperation with
Washington.

“Now with a new administration,
when we have assurances that the
Unites States will withdraw from
Iraq by 2011, then we do believe that
full cooperation between Syria and
the United States in different fields,
not only security issues, will defi-
nitely be welcomed,” said Fayssal
Mekdad, Syria’s deputy foreign min-
ister, in a recent interview.

Over the years, Syria and Iraq
have had a hot-and-cold relation-
ship. It has been mostly frosty since
the American-led invasion in 2003,
but has warmed as U.S.-Syria ties
thaw.

Baghdad received a high-level
Syrian economic delegation in Iraq
earlier this year. Iraq’s finance minis-
ter visited Damascus this week.

Mr. Maliki’s visit, announced sud-
denly following the Central Com-
mand delegation visit to Damascus
last week, also may have had domes-
tic political motivations. Iraqi parlia-
mentary elections are scheduled for
January and Mr. Maliki has posi-
tioned himself as a strong national-
ist, promoting Iraqi sovereignty. Na-
tionalist rhetoric is running high,
and Iraqi officials appeared miffed
about being excluded from the Dam-
ascus discussions about their coun-
try’s security.

“We need to do this cooperation
with the Iraqi government because
we are looking forward to having an
independent, sovereign Iraq,” said
Mr. Mekdad, Syria’s deputy foreign
minister, in a recent interview. “We
don’t accept discussions about Iraq
taking place without the participa-
tion of the Iraqi government.”
 —Chip Cummins in Baghdad and

Peter Spiegel in Washington
contributed to this article.

By Zahid Hussain

ISLAMABAD—Pakistani security
forces captured a close associate of
Taliban leader Baitullah Mehsud,
who was believed slain in a U.S. mis-
sile strike this month.

The capture of Mr. Mehsud’s
close associate, Maulvi Umar, deals

another blow to a Taliban insur-
gency that has racked Pakistan but
now appears in disarray. Mr. Umar’s
arrest turns a key Taliban aide into a
potential source of information on
the militant network operating on
Afghanistan’s border.

Mr. Umar, who worked as a
spokesman for Tehrik-e-Taliban Pa-

kistan, the group led by Mr. Mehsud,
was arrested Monday night, say in-
telligence sources in Islamabad. He
was believed to be traveling to a
meeting with Taliban commanders.

As a spokesman for the Taliban in-
surgency, Mr. Umar maintained a rel-
atively high profile. He frequently
called journalists to claim responsi-

bility for terrorist attacks in Paki-
stan. In recent months, however, he
has dodged attention as Pakistani se-
curity forces launched an offensive
in his home region of Mohamand.
His arrest could further weaken
the militant outfit following the
apparent death of Mr. Mehsud. Pa-
kistan officials are confident that

the Taliban commander—who was
blamed for the assassination of Pa-
kistani leader Benazir Bhutto—
was killed in a U.S. missile strike
on Aug. 5. Some Taliban leaders in-
sist Mr. Mehsud is still alive, but
the Associated Press cited offi-
cials as saying that Mr. Umar ac-
knowledged Mr. Mehsud’s death.
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Gl Growth I GL EQ LUX 08/17 USD 39.92 12.4 –32.4 –23.1

Gl High Yield A US BD LUX 08/17 USD 3.90 39.7 –1.3 0.1

Gl High Yield A2 US BD LUX 08/17 USD 8.08 40.3 –1.5 0.0

Gl High Yield B US BD LUX 08/17 USD 3.90 38.5 –2.7 –1.1

Gl High Yield B2 US BD LUX 08/17 USD 13.04 39.5 –2.5 –0.9

Gl High Yield I US BD LUX 08/17 USD 3.90 40.3 –0.6 0.8

Gl Value A GL EQ LUX 08/17 USD 9.76 15.0 –30.0 –25.4

Gl Value B GL EQ LUX 08/17 USD 9.00 14.2 –30.7 –26.2

Gl Value I GL EQ LUX 08/17 USD 10.35 15.5 –29.5 –24.9

India Growth A - OT OT LUX 08/17 USD 99.43 NS NS NS

India Growth AX OT OT LUX 08/17 USD 86.82 50.3 –9.4 –2.3

India Growth B - OT OT NA 08/17 USD 104.55 NS NS NS

India Growth BX OT OT LUX 08/17 USD 74.50 49.4 –10.3 –3.2

India Growth I EA EQ LUX 08/17 USD 89.81 50.7 –9.1 –2.0

Int'l Health Care A OT EQ LUX 08/17 USD 121.00 3.0 –20.1 –12.4

Int'l Health Care B OT EQ LUX 08/17 USD 102.44 2.4 –20.9 –13.2

Int'l Health Care I OT EQ LUX 08/17 USD 131.81 3.6 –19.5 –11.7

Int'l Technology A OT EQ LUX 08/17 USD 91.11 24.6 –25.5 –15.1

Int'l Technology B OT EQ LUX 08/17 USD 79.24 23.8 –26.2 –15.9

Int'l Technology I OT EQ LUX 08/17 USD 101.85 25.2 –24.9 –14.4

Japan Blend A JP EQ LUX 08/17 JPY 6037.00 12.5 –26.1 –22.7

Japan Growth A JP EQ LUX 08/17 JPY 5886.00 5.8 –26.9 –23.2

Japan Growth I JP EQ LUX 08/17 JPY 6040.00 6.4 –26.3 –22.5

Japan Strat Value A JP EQ LUX 08/17 JPY 6130.00 18.9 –25.9 –22.8

Japan Strat Value I JP EQ LUX 08/17 JPY 6274.00 19.5 –25.3 –22.2

Real Estate Sec. A OT EQ LUX 08/17 USD 12.46 16.8 –26.7 –20.2

Real Estate Sec. B OT EQ LUX 08/17 USD 11.43 16.0 –27.5 –21.0

Real Estate Sec. I OT EQ LUX 08/17 USD 13.35 17.3 –26.2 –19.5

Short Mat Dollar A US BD LUX 08/17 USD 7.04 6.6 –2.8 –8.6

Short Mat Dollar A2 US BD LUX 08/17 USD 9.36 6.8 –2.9 –8.6

Short Mat Dollar B US BD LUX 08/17 USD 7.04 6.3 –3.3 –9.0

Short Mat Dollar B2 US BD LUX 08/17 USD 9.33 6.5 –3.3 –9.0

Short Mat Dollar I US BD LUX 08/17 USD 7.04 6.9 –2.3 –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 08/17 GBP 7.08 6.4 –12.3 –10.5

Andfs. Borsa Global GL EQ AND 08/17 EUR 5.78 –0.4 –28.2 –20.2

Andfs. Emergents GL EQ AND 08/17 USD 14.17 41.7 –18.8 –8.6

Andfs. Espanya EU EQ AND 08/17 EUR 12.19 12.7 –11.0 –14.3

Andfs. Estats Units US EQ AND 08/17 USD 13.24 8.6 –25.2 –16.1

Andfs. Europa EU EQ AND 08/17 EUR 6.91 6.6 –21.3 –19.4

Andfs. Franca EU EQ AND 08/17 EUR 8.50 2.7 –22.6 –20.7

Andfs. Japo JP EQ AND 08/17 JPY 499.14 13.9 –21.1 –20.3

Andfs. Plus Dollars US BA AND 08/17 USD 8.86 5.1 –11.5 –7.5

Andfs. RF Dolars US BD AND 08/17 USD 11.01 7.7 –2.3 –0.6
Andfs. RF Euros EU BD AND 08/17 EUR 10.52 17.5 –1.0 –3.1
Andorfons EU BD AND 08/17 EUR 14.00 17.4 –1.8 –5.5
Andorfons Alternative Premium OT OT AND 06/30 EUR 95.57 3.4 –16.6 –9.1
Andorfons Mix 30 EU BA AND 08/17 EUR 8.98 10.9 –14.7 –11.5
Andorfons Mix 60 EU BA AND 08/17 EUR 8.49 4.5 –24.9 –18.0

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 –5.4 –7.9 –2.9
DJE-Absolut P GL EQ LUX 08/18 EUR 183.35 4.6 –14.1 –11.2
DJE-Alpha Glbl P EU BA LUX 08/18 EUR 160.28 4.2 –11.3 –8.2
DJE-Div& Substanz P GL EQ LUX 08/18 EUR 192.40 10.0 –8.6 –7.4
DJE-Gold&Resourc P OT EQ LUX 08/18 EUR 142.06 8.7 –7.0 –2.4
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By P.R. Venkat

SINGAPORE—Singapore’s fi-
nance minister said state-owned
investment company Temasek
Holdings Pte. Ltd.’s chief execu-
tive should ideally be Sin-
gaporean, but the government
won’t interfere in nor restrict Te-
masek’s decision in the selection
process.

“The question of whether the
CEO of Temasek should be a Sin-
gaporean is not a trivial one; it is
one which cabinet considered very
carefully and debated on before ar-
riving at a decision,” Tharman
Shanmugaratnam told lawmakers
in Parliament.

“Ideally, we should have a Sin-
gaporean as the CEO, that’s the
ideal and everything else being
equal and you look at two candi-
dates who are equally suitable for
the job, I think we should prefer to
have a Singaporean,” he said.

“The ideal is not always possi-
ble. The government’s position is
that it would prefer not to restrict
Temasek in its choice of CEO.
What is critical is that the board re-
mains in the control of Singapore-
ans.”

Mr. Tharman stressed that the
investment company is indepen-
dent from government interfer-
ence and that the government pre-
fers not to place any restrictions
on Temasek in its search for a chief
executive.

“The government does not di-
rectly manage the process of chief
executive succession. To do so
would make the appointment of
the chief executive a political deci-
sion, which it must never be,” Mr.
Tharman said.

In July, Temasek said it and
former CEO-designate Charles
“Chip” Goodyear, an American ex-
ecutive who was formerly chief ex-
ecutive of mining giant BHP Billi-
ton Ltd., mutually agreed to part
ways, citing differences on “cer-
tain strategic issues.”

A person familiar with the situa-
tion said at the time that Mr. Good-
year’s proposals for the compa-
ny’s new strategic direction were
considered too risky by some, and
that he also planned some changes
to the senior management which
weren’t well-received by Te-
masek’s board.

Temasek CEO Ho Ching said in
July that Mr. Goodyear’s depar-
ture was “mutual and amicable.”

Mr. Tharman said the depar-
ture was unfortunate. He added
that the search for a new chief ex-
ecutive is continuing, though he

added that there is no deadline for
the board to find one to succeed
Ms. Ho.

The finance minister said Te-
masek’s leadership remains
strong, at both the chief executive
and board level.

“They have enabled Temasek to
sustain its generally superior over-
all investment performance over
the years, including over the last
cycle in global markets that began
in 2003,” he said.

Like many investment compa-
nies, Temasek also suffered losses
on its investments due to the glo-
bal slowdown and financial crisis.
Ms. Ho said late last month that Te-
masek’s portfolio fell more than
40 billion Singapore dollars
(US$27.54 billion) at the end of
March from a year earlier.

The investment company man-
ages a portfolio worth S$127 bil-
lion.

Mr. Tharman said Temasek had
done “rather well” compared with
other companies and that there
was no “push factor” for the cur-
rent chief executive to step down.

“As shareholder of Temasek,
the government has a clear inter-
est in Temasek continuing to have
strong leadership, so that it can de-
liver good returns over the long
term,” he said.

A man holds his child Tuesday waiting for a blood test. The Dongling Lead & Zinc Smelting plant has poisoned hundreds.
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By Sky Canaves

BEIJING—Authorities closed a
smelting plant in northwest Chi-
na’s Shaanxi province following a
protest on Monday by villagers up-
set over the lead poisoning of
more than 600 children in the
area, state media reported Tues-
day.

Hundreds of residents who live
around the Dongling Lead & Zinc
Smelting Co. in Baoji city stormed
its plant Monday morning, break-
ing through the factory gates and
damaging at least 10 trucks and
other vehicles on the premises, ac-
cording to the state-run Xinhua

news agency.
In recent weeks, at least 615, or

more than 80%, of the children un-
der the age of 14 in two villages
near the smelter were found to
have excessive lead levels in their
blood, and 154 have been hospital-
ized. Anger among residents esca-
lated Monday morning after de-
tails emerged of a suicide attempt
by a teenage student who feared
she had been poisoned, Xinhua
said.

Residents complained that
parts of the plant continued to op-
erate. On Aug. 6, lead and zinc op-
erations were suspended after the
lead poisoning outbreak was
traced to the factory, but coke pro-
duction had continued.

Responding to the concerns,
Baoji Mayor Dai Zhenshe said all
operations had been halted on
Monday, explaining that the coke
production hadn’t stopped earlier

because there had still been gas in
the production pipelines that cre-
ated a risk of explosion, according
to Xinhua.

“We had to make sure the gas in
the pipeline was exhausted before
the shutdown,” Mr. Dai was quoted
as saying. “Now we’ve closed
down the plant, we won’t allow it
to open again until it has been
proven it will not harm villagers.”

Policemen and local officials
were dispatched to restore order
and negotiate with the protesters
on Monday. Xinhua said most of
the protesters had been dispersed
by midafternoon.

The county government has
pledged free health care for af-
fected children. It also said that a
delayed relocation plan for fami-
lies who were supposed to be
moved away from the smelter,
which opened in 2006, would be
completed within two years.

Singapore CEO preferred
for Temasek, official says

The government
said it won’t
interfere in the
selection process.
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China shuts down smelter
Residents, worried
over lead poisoning,
had stormed plant

Tharman Shanmugaratnam, shown at
a conference last month.
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By Shen Hong

SHANGHAI—Everbright Securi-
ties Co. rose 30% on its debut on the
Shanghai Stock Exchange. But its
performance wasn’t as stellar as
other recent initial public offerings,
given concerns about the outlook
for the broader Chinese market and
the earnings of securities houses.

Everbright, the country’s 11th-
largest brokerage by assets, closed
at 27.40 yuan ($4.01), well above its
IPO price of 21.08 yuan.

Everbright Securities raised
10.96 billion yuan, or $1.60 billion,
from the sale of 520 million yuan-de-
nominated Class A shares.

The securities firm’s debut was

largely within market expectations
given the broader market’s slump in
recent weeks, analysts said. Other re-
centlistings, such as Sichuan Express-
way Co. and China State Construc-
tion Engineering Corp., soared by at
least 90% on their first trading day.

The Shanghai Composite Index
has tumbled 18% over the past two
weeks on concerns over liquidity, new
share supply and corporate earnings.

“Investors are worried about the
earnings of securities houses follow-
ing the disappointing first-half re-
sults of Citic Securities. That’s why
Everbright didn’t rise as much as
other newly listed stocks” have on
their first day, said Jacky Zhang, of
Capital Securities.

Citic Securities Co., China’s larg-
est brokerage firm by earnings, said
Friday that its first-half net profit fell
20% from a year ago to 3.83 billion
yuan, as a nearly one-year morato-
rium on IPOs in China hurt revenue.

China Everbright Group, one of
the country’s largest financial con-
glomerates, is the parent of Ever-
bright Securities and China Ever-
bright Bank Co., a midsize lender that
is also seeking a listing.

IPOs widely expected in coming
months include those of China Mer-
chants Securities Co., China Ship-
building Industry Co. and China In-
ternational Travel Service Ltd.

 —Wynne Wang and Iris Cai
contributed to this article.
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