
OAK BLUFFS, Mass.—Pres-
ident Barack Obama nomi-
nated Ben Bernanke for an-
other term at the helm of the
U.S. Federal Reserve, hailing
the central bank chief’s “calm
and wisdom” in the face of the

economic meltdown.
The president’s move ends

the guessing game over who
will lead the Fed as it begins to
unwind emergency measures
taken to confront the crisis.

In making the decision,
which Mr. Obama announced
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Editorial&Opinion

Bernanke tapped for second term
Hailing Fed chief ’s ‘calm and wisdom’ amid crisis, Obama opts for continuity in recovery effort

Germany presses GM on sale of European units

By Charles Levinson

JERUSALEM—Palestinian
Prime Minister Salam Fayyad
released a government plan
on Tuesday calling for the es-
tablishment of a de facto Pal-
estinian state by the end of
2011 regardless of the out-
come of negotiations with Is-
rael.

The detailed and ambi-
tious plan faces significant
practical hurdles and raised
worries that Mr. Fayyad was
advocating the sort of unilat-
eral actions toward state-
hood long opposed by the U.S.
and Israel. Implementing it
would mean overcoming
likely Israeli opposition to
key elements and Mr. Fayy-
ad’s own weak domestic polit-
ical standing, and would also
require hefty financial-aid
commitments from foreign
donors, such as the U.S., Euro-

pean Union, and Arab states.
But the plan also reflected

an unprecedented Palestin-
ian emphasis on the nuts and

bolts of self-rule. It lays out
the broad outlines of a state
on Palestinian lands occupied
by Israel in 1967 with East

Jerusalem as its capital, and
details each government min-
istry and its functions.

It also calls for a Palestin-
ian airport in the Jordan Val-
ley, tax incentives to attract
foreign investment, and the
bolstering of competent secu-
rity services capable of main-
taining law and order.

“The Palestinian govern-
ment is struggling against a
hostile occupation regime to
establish a de facto state appa-
ratus within the next two
years,” Mr. Fayyad said at a
news conference in the West
Bank city of Ramallah. He
then added that “this can and
must happen within two
years.”

Spokespeople for Prime
Minister Benajmin Netan-
yahu and the foreign ministry
declined to comment on the
plan, saying they needed time
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Palestinians react near the scene of a tunnel bombed by Israeli
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By Marcus Walker

BERLIN—General Motors
Co.’s hesitation about selling
its European brands Opel and
Vauxhall came under attack in
Germany on Tuesday, amid se-
rious questions about whether
GM could afford to keep its Eu-
ropean operations without
state aid from Germany.

German politicians and la-
bor unions reacted with anger
to the news that GM is review-
ing its options for Opel and

might not sell its European
business after all.

German leaders pressed
GM to complete the sale of
Opel to Austrian-Canada auto
supplier Magna International,
a deal Germany has promised
to support with billions of eu-
ros in financing aid. But GM’s
new board of directors is skep-
tical about the terms of the pro-
posed deal with Magna, and
has asked GM executives to re-
view all options, including
keepingOpel, according to peo-

ple familiar with the matter.
The biggest obstacle to re-

taining Opel would be finan-
cial: GM estimates it would
need $4.3 billion to turn
around the unprofitable Euro-
pean division. It isn’t clear
whether that figure includes a
Œ1.5 billion ($2.1 billion) bridge
loan that the German govern-
ment made to Opel to keep it
alive during the sale process,
and which German officials
say GM must repay once Opel’s
fate is decided.

GM’s European operations
are centered on its factories in
Germany, and raising funds
without German state help
would be tricky for GM, said a
senior German government of-
ficial. Berlin would be reluc-
tant to finance Opel if GM
keeps the unit, because Ger-
man policy makers believe GM
has managed Opel poorly over
the years, the official said, add-
ing: “It would make little sense
to put in more money to sup-
port a continued botch.”

At a meeting in Berlin on
Tuesday, German negotiators
pressed GM Vice President
John F. Smith for information
about GM’s intentions. Mr.
Smith told German officials
that GM’s management re-
mains interested in doing a
deal with Magna, but that GM’s
board had asked about other
options, according to a person
familiar with the matter.

Germany’s powerfulIGMet-
all industrial union said on
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France’s top banks agreed to
penalize traders who incur
losses for their firms after get-
ting a bonus and to limit other
employee payouts as part of
a government effort to trigger
a global clampdown on finan-
cial-sector salaries. Page 3

n The U.K.’s Brown said he
was “repulsed” and “angry”
at Libya’s welcome for the
Lockerbie bomber, but defied
calls to say what he thought
of the decision itself. Page 2

n Germany’s GDP rose 0.3%
in the second period, follow-
ing four consecutive quarters
of contraction. Page 2

n The U.S. dollar is expected
to strengthen in coming
months, but analysts said
the currency is steadily los-
ing influence. Page 19

n U.S. shares rose following
Bernanke’s nomination and
the release of strong data.
Telecoms helped push stocks
higher in Europe. Page 20

n The head of a private bank
in Liechtenstein said he was
stepping down, another sign
of how changes in bank-se-
crecy laws are shaking up
Alpine financial firms. Page 19

n Persimmon became the
latest U.K. home builder to
say that the worst appears
to be over for the country’s
housing market. Page 7

n Venture Production urged
its shareholders to accept
Centrica’s hostile $2.13 billion
takeover offer for the U.K. oil
and gas producer. Page 7

n Karzai and his top rival in
Afghanistan’s election both
won about 40% of votes,
with 10% of polling stations
counted, and continued to
trade fraud charges. Page 9

n Egypt has accelerated a
crackdown on the opposition
Muslim Brotherhood, amid
uncertainty over Mubarak
succession plans. Page 10

n Iraq and Syria recalled their
envoys after Baghdad de-
manded Damascus hand over
two people it says master-
minded bombings last week.

n Regulators are examining
weekly meetings at Goldman
in which analysts gave tips
to the firm’s traders and
then to big clients. Page 21

n A suicide bombing killed
four police officers in Chech-
nya, authorities said.

n Somalia is facing its worst
humanitarian crisis in 18 years,
with over half of the popula-
tion needing aid, the U.N. said.
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Ben Bernanke’s reappoint-
ment as chairman of the U.S.
Federal Reserve has been re-
markably uncontroversial,
given his role at the Fed as
it failed to avoid one of the
greatest bubbles of all time.
But what matters now is
how skillfully he removes
the monetary stimulus he
put in place to avoid a bank-
ing and economic collapse.

With recent indicators
around the world starting to
point to a stronger-than-ex-
pected recovery, investors
are right to worry about the
timing of future policy tight-
ening. The Fed’s balance
sheet, in common with those
of other central banks, has
ballooned to more than $2
trillion. Some of this will un-
wind as banks make less use
of liquidity lifelines and ac-
quired assets naturally roll
off. But at some point, Mr.
Bernanke will have to
tighten policy via a combina-
tion of rate increases and ac-
tively shrinking the Fed bal-
ance sheet.

That is going to be tricky.
If the Fed starts too early it

could stop the recovery in
its tracks. Move too late and
there is a risk that inflation
expectations will get out of
control. Investors also have
to factor the wild card of
whether Mr. Bernanke, at
some point, feels the need to
underline the Fed’s indepen-
dence with some tough deci-
sions that are politically un-
popular.

These risks, however,
aren’t symmetrical. Many
economists argue the danger
of acting too late are much

lower than the risks of act-
ing too early. Unemployment
is so high and capacity utili-
zation so low that the U.S.
economy is awash with
spare capacity. It will take
several quarters of above-
trend economic growth be-
fore inflation becomes a
problem, unless commodi-
ties soar much further. Con-
sumers remain weighed
down with debt. With two of
the main channels for the
transmission of monetary
policy not functioning ade-

quately—credit growth re-
mains low and market inter-
est rates remain high in
some areas—real economic
growth could remain sub-
dued for some time. And un-
certainty over the trajectory
of economic recovery will re-
main high.

So the likelihood is that
Mr. Bernanke will keep mone-
tary policy loose for a long
time, confident inflation
risks are overstated. Indeed,
the yield on Treasurys sug-
gests the market expects in-
flation over the next 10
years to average 1.8%, well
below the 2.5% average of
the previous decade.

But that ignores the risk
of letting too much liquidity
slosh around the system.
Such an attempt to kick-
start a moribund economy
could end up again fueling
asset-price bubbles, pre-
cisely the problem that got
the world into such a mess.
Mr. Bernanke has given little
indication of having a solu-
tion for this. No wonder
Wall Street is cheering.
 —Simon Nixon

More at WSJ.com/Heard

GM drives a tough bargain

DPJ talks down Japan’s borrowing needs
Likely election victors
don’t plan to increase
bond sales next year

Trust, or rather lack of it,
continues to dog efforts by a
reconstituted General Mo-
tors and the German govern-
ment to rescue the auto mak-
er’s remaining European op-
erations. Unless Berlin and
GM management find com-
mon ground quickly, they
risk having an ugly indus-
trial and political mess on
their hands.

GM has been consistent
in insisting the two offers
for Opel and Vauxhall from
Magna International, the
Russia-backed Canadian com-
ponents maker, and RHJ In-
ternational, the Belgian pri-
vate-equity firm, be given
equal consideration. The Ger-
man government detailed fi-
nancial support only for Ma-
gna, the more complex,
higher risk and controversial
offer. And it has changed the
terms during negotiations.

That has left GM doubt-
ing Berlin’s good faith, sus-
pecting it is pandering to
German labor unions and
seeking to curry favor with
Moscow in preferring Ma-
gna. No wonder GM has re-
vived Plan B and may at-

tempt to raise the $4.3 bil-
lion Opel needs to survive
from other sources, includ-
ing the British and Spanish
governments. GM Europe,
which has a little over 10%
of the Western European car
market, had a $1.6 billion
loss in 2008.

The German government
is inevitably sensitive to do-
mestic political pressures in
an election year, not least
from the branch of the IG
Metall union in Hesse, where
Opel is based. Convinced
Opel’s woes are largely the
result of neglect by Detroit
over the years, and preju-
diced against RHJ for the
perceived short-termism of
investment funds, IG Metall
has done a good job persuad-
ing Berlin that Magna is the
only credible solution.

What may be true is that
GM’s board sees greater
value in Opel’s intellectual
property, hence its tough ne-
gotiating position. The prob-
lem for Berlin may be that it
is damned if it pushes the
Magna deal through, and
damned if it doesn’t.
 —Matthew Curtin

Source: Thomson Reuters
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Bernanke’s next tightrope walk

Kremlin suggests ship held ‘more than just lumber’

By Michael S. Arnold

TOKYO—Japan’s likely new lead-
ers are taking steps to reassure debt
markets that their ambitious plans
to boost domestic spending won’t
lead to a slew of new borrowing and
undermine the nation’s already
weakened fiscal health.

Democratic Party of Japan Presi-
dent Yukio Hatoyama reiterated
over the weekend that the party
doesn’t plan to increase new bond is-
sues to finance its huge stimulus
package if it takes power in Sun-
day’s election. Speaking on televi-
sion, he said a DPJ-led government
“would not increase issuance” of
bonds next fiscal year and that “nat-
urally, we must strive to cut” Ja-
pan’s large public debt.

Investors in the Japanese govern-
ment-bond market are skeptical.
They aren’t sure whether the DPJ
would be able to fund its planned
measures simply by trimming fat
from the existing budget and tap-
ping “hidden reserves” in govern-
ment accounts, as it promises.

“The market is already pricing in
this skepticism that the DPJ will be
able to finance its program inter-
nally,” said Shogo Fujita, a rates strat-
egist at Bank of America-Merrill
Lynch. “That’s what the market is try-
ing to tell us with this information.”

Japan’s public debt, which al-
ready totals about 170% of the na-
tion’s annual gross domestic prod-
uct, is the worst among industrial-
ized countries.

Polls show the DPJ is likely to win
Sunday’s elections for the Japanese
Parliament’s lower house by a land-
slide and replace the ruling Liberal

Democratic Party.
Its platform outlines eight main

programs to lighten the financial bur-
den on households, including a child-

care allowance, health-care reforms
and elimination of highway tolls.

The proposals are expected to
cost about seven trillion yen, or

about $74 billion, in the fiscal year
starting April 2010, and then rise to
16.8 trillion yen a year when pro-
grams are fully implemented in the
fiscal year beginning 2013.

Some strategists say the market
already has imposed a fiscal pre-
mium in anticipation of a DPJ vic-
tory, on the order of 0.1 to 0.2 of a
percentage point in the yields of 20-
and 30-year bonds, suggesting Ja-
pan could face higher borrowing
costs if it taps debt markets. Yields
rise when bond prices fall.

Since early July, when the DPJ’s
victory in Tokyo municipal elections
made them favorites to take power
at a national level, the yield differ-
ence between the 20-year bond and
two-year bond has widened by 0.145
of a percentage point.

The uncertainty in the bond mar-
ket underscores how little is known
about how the untested party might
govern.

Financial Analysis and Commentary

Source: U.S. Federal Reserve
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By Alan Cullison

MOSCOW—One week after Rus-
sia said one of its warships seized a
freighter laden with lumber and lib-
erated the Russian crew from pi-
rates, Moscow said the ship may
have been carrying more than tim-
ber after all.

The comments from a top Rus-
sian official, Alexander Bastrykin,
are likely to deepen speculation
around the history of the ship, the
Arctic Sea, which the government
had insisted was a victim of rare pi-
racy in European waters. After the
crew reported being attacked by pi-

rates off Sweden in July, the ship dis-
appeared—before Russia an-
nounced it had found it intact, with
its crew, off the west coast of Africa.

“We aren’t excluding the possibil-
ity that they could have been carry-
ing more than just lumber,” Mr. Bast-
rykin said Tuesday, according to Rus-
sia’s Interfax news agency. The com-
ments by Mr. Bastrykin, head of the
powerful Investigative Committee,
which reports to Russia’s president,
are the first official concession that
the ship might have been carrying
sensitive cargo.

Observers in Russia and abroad
say the strange behavior of the crew

as well as the Kremlin’s response
suggest the ship may have been
smuggling arms or drugs. The ship
was officially carrying a load of tim-
ber to Algeria, which experts say
wasn’t worth the cost of mounting
such a caper on the high seas.

Since Russia seized the ship, its
crew has been held incommunicado,
and family members have com-
plained they are unable to talk to the
crew. Some of the crew were allowed
to call family Tuesday to report they
were in good health, Interfax said,
but they still weren’t allowed to re-
veal their whereabouts.

Russia has dismissed suggestions

of arms or drug smuggling aboard
the Arctic Sea, and says the piracy ap-
pears to be a mundane case of hijack-
ing for ransom. Russia’s foreign min-
istry said in a statement Tuesday
that an initial check of the Arctic
Sea’s cargo revealed “nothing suspi-
cious,” but that a closer inspection
was needed to settle the question.

Mr. Bastrykin said investigators
have been holding the crew because
it was unclear whether some of
them may have been involved in the
hijacking. The ship is being taken to
the Russian port of Novorossiisk,
Mr. Bastrykin said, where it will un-
dergo a search.
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Brown is ‘angry’ at Libya
U.K. prime minister
still won’t weigh in
on Scottish decision

British bank lending remains blunted

U.K. Prime Minister Gordon Brown bids farewell to Israeli Prime Minister
Benjamin Netanyahu on Wednesday.

By Geoffrey T. Smith

FRANKFURT—Germany’s econ-
omy returned to growth this
spring, final estimates of gross do-
mestic product for the second quar-
ter indicated Tuesday.

Gross domestic product rose
0.3% from the prior quarter in the
April-June period, after a drop of
3.5% in the previous three months,
data from the federal statistics of-
fice, known as Destatis, showed.

The figures were unrevised
from the first estimate of GDP for
the quarter.

The results break a string of
four consecutive quarters of con-
traction that have made up the
worst recession in Germany in
more than 70 years.

The German recovery has also
helped the broader European econ-
omy. Euro-zone GDP fell just 0.1%
in the second quarter and many
economists—though not, offi-
cially, the European Central Bank—
expect the region to return to
growth in the third quarter.

ECB officials, however, still ap-
pear to be convinced that recent
data flatter the longer-term out-
look, and owe too much to short-
term government stimulus pack-
ages. As a result, few see the bank
as likely to withdraw the extraordi-
nary measures it has taken to keep
the banking system and economy
alive throughout the financial cri-
sis and its aftermath.

The recession has caused a
sharp deterioration in Germany’s
public finances. After originally
forecasting a balanced budget for
this year, the government now ex-
pects the deficit to be around 4% of
GDP.

Destatis reported in a separate
announcement Tuesday that the
general government deficit in the
first half of the year was Œ17.3 bil-
lion ($24.7 billion), or 1.5% of GDP.

The GDP estimate “confirmed
what we already knew, [but] still it
is balm for the soul,” said Carsten
Brzeski, an economist with ING
Bank, in a note to clients.

However, echoing a warning by
German Central Bank President
Axel Weber, Mr. Brzeski said the

economy “is still on a drip, getting
infusions from policy makers.
…Some doubts remain whether the
economy can stand on its own
feet.”

In year-to-year terms, GDP was
down 5.9% from the second quar-
ter of 2008, also unchanged from
the first estimate by Destatis ear-
lier in August, and less than the
6.7% drop recorded in the first
quarter.

The year-to-year figures are ad-
justed to take account of three
fewer working days in the second
quarter of 2009 than in the same
quarter of 2008.

The main reasons for the re-
bound were domestic consump-
tion, which has been supported by
government subsidies for scrap-
ping old cars, and for employers
that keep their workers on short-
ened hours rather than laying
them off.

Private consumption rose 0.7%
in the quarter, while government
consumption rose 0.4%.

ECB is wary on Europe
despite German upturn

By Ilona Billington

LONDON—Lending by British
banks remained subdued in July,
highlighting Bank of England Gov.
Mervyn King’s concerns over the
health of the banking sector and the
likelihood that any economic recov-
ery will be slow and uncertain.

The British Bankers’ Association
reported that lending to nonfinan-
cial companies in the United King-

dom fell £4.1 billion ($6.73 billion) in
July, the steepest decline in three
years. That compares with a £300
million drop in June and a six-
month average decline of £200 mil-
lion.

The BBA also said Tuesday that
net mortgage lending rose just £1.6
billion in July. That was the slowest
rise since October 2000. It was also
below the £2.2 billion increase in
June and an average rise of £2.9 bil-

lion over the past six months.
The BBA said that the slump in

company lending was in part due to
a lack of demand because some
larger companies are turning to the
bond market as a source of funding.

John Wright, national chairman
of the Federation of Small Busi-
nesses, said “it is worrying that
banks are still not lending to small
businesses, even though many of
them are credit-worthy.”

By Alistair MacDonald

LONDON—U.K. Prime Minister
Gordon Brown said he was “repulsed”
and “angry” at Libya’s welcome for
the man convicted in the 1988 Locker-
bie bombing, but defied calls to say
what he thought of Scotland’s deci-
sion to release Abdel Baset al-
Megrahi. In his first public comments
since Scotland’s justice minister freed
the terminally ill Mr. al-Megrahi last
week, Mr. Brown on Tuesday said the
decision had been entirely Scotland’s,
sticking to a position previously ex-
pressed by U.K. government officials.

The prime minister acknowl-
edged that he had spoken about the
possibility of releasing Mr. al-
Megrahi with Libyan leader Col.
Moammar Gadhafi at a July meeting
of the Group of Eight developed na-
tions, but said he had “made it abso-
lutely clear” that the U.K. govern-
ment had no say in the matter.

“I was both angry and I was re-
pulsed by the reception a convicted

bomber guilty of a huge terrorist
crime...received on his return to
Libya,” Mr. Brown said at a joint
news conference here with Israeli
leader Benjamin Netanyahu. None-
theless, the U.K. will continue to en-
gage with Libya and help it join the
“international community,” Mr.
Brown said.

The Scottish Parliament plans to
debate next week the decision to re-
lease Mr. al-Megrahi, which could
lead to a vote that would essentially
censure the Scottish government’s
decision. The government has said
it will release before then docu-
ments related to the decision to re-
lease Mr al-Megrahi.

ECB officials seem
to feel recent data
owe too much to
stimulus packages.
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Fragile recovery
Euro zone’s gross domestic 
product percentage change from 
previous quarter

Source: Eurostat
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Germany presses GM on sale of Opel and Vauxhall units
Four options
GM is considering several outcomes for its Opel and Vauxhall operations in Europe

    GM retains Opel   
    engineering used by 
other GM divisions and its 
European sales network

Opel loses      
      hundreds of millions 
of dollars a year, has a 
heavily unionized work force

German       
   government backs 
option and would provide 
financing

Magna's two    
    Russian partners 
raise GM's concern about 
technology-sharing and 
rights to Russian market

As a financial    
    buyer, RHJ may one 
day sell Opel back to GM

    German            
    government may 
withhold financial support; 
unions could balk, fearing job 
cuts

    Ends a money-
               losing drag on GM's 
finances

    Politically      
    contentious and 
expensive to carry out

Keeps Opel Sells Opel to Magna Int’l Sells Opel to RHJ Int’l Shuts Down Opel
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Next year’s census count promises to rejigger U.S. political map

to study it.
Finance minister Yuval Steinitz,

a member of Mr. Netanyahu’s conser-
vative Likud Party, criticized the
plan in an interview with Israeli ra-
dio. “This is contrary to all the agree-
ments signed between the sides,”
Mr. Steinitz said. “There is no place
for unilateral actions.” Mr. Steinitz
holds hawkish views on security is-
sues and it wasn’t clear whether he
was speaking for Mr. Netanyahu or
the Israeli government generally.

A U.S. official in Jerusalem
voiced support for the plan, which
Mr. Fayyad briefed the Americans
on before Tuesday’s announcement.
“The plan demonstrates the Pales-
tinians are taking proactive and pos-
itive steps forward,” the official
said.

The release of Mr. Fayyad’s plan
comes on the eve of a meeting in Lon-

don on Wednesday between Mr. Net-
anyahu and Washington’s speacial
Mideast envoy George Mitchell. The
two are negotiating an agreement
that would require some de-
gree of a freeze on building
in Jewish settlements in
the West Bank and restart
peace talks with the Pales-
tinians.

In the past Israeli and
U.S. peace negotiators have
denounced Palestinian at-
tempts to bypass negotia-
tions and move unilaterally
towards statehood, fearing
that it would trigger simi-
lar unilateral moves by Is-
rael and make it more difficult to
reach a lasting negotiated settle-
ment.

Former Palestinian president
Yasser Arafat unnerved U.S. and Is-
raeli peace negotiators when he

threatened to unilaterally declare
statehood in 1999. But the tactic
helped jumpstart stalled negotia-
tions, according to Aaron Miller,

who was working on the
U.S. negotiating team at
the time. Still, Mr. Miller
said Mr. Fayyad’s announce-
ment could easily backfire.

“If I’m the Israeli prime
minister, I’m not going to
be terribly interested in re-
suming negotiations if the
Palestinians are going to de-
clare statehood unilater-
ally,” Mr. Miller said. “How
can you declare a state over
territory you don’t even

control?”
Israel has been generally sup-

portive of Mr. Fayyad, a former
World Bank and International Mone-
tary Fund official who enjoys strong
backing in the West.

Mr. Fayyad has no significant po-
litical base of his own among Pales-
tinians, however, and also lacks sup-
port from the main Palestinian fac-
tions. He is opposed by Hamas,
whose leaders see him as a U.S.
stooge, and by many Fatah leaders,
who accuse Mr. Fayyad of trying to
sideline them.

In an interview with the Times of
London on Monday, Mr. Fayyad said
he hoped his new plan would force Is-
rael to finally show whether or not it
was serious about withdrawing
from the West Bank.

Mr. Fayyad’s plan, which aides
say he spent weeks drawing up, rep-
resents a departure from the past
policies of Palestinian leaders, who
often focused almost exclusively on
negotiations instead of worrying
about the less glamorous daily grind
of building effective governing insti-
tutions.

Continued from first page

Palestinian premier details plan for statehood by ’11
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Salam Fayyad

By Stephanie Simon

The U.S. government has hired
tens of thousands of temporary
workers to prepare for the 2010 Cen-
sus—a population count that could
remake the political map even as the
foreclosure crisis makes it more dif-
ficult to account for millions of dislo-
cated Americans.

Early analysis indicates that
Texas will likely be the biggest win-
ner since the prior count a decade
ago, picking up three or four seats in
the U.S. House of Representatives, ac-
cording to the National Conference
of State Legislatures and Election
Data Services Inc., a political-consult-
ing firm. Other states poised to gain
at least one seat include Arizona, Ne-
vada, Georgia, Florida and Utah.

Growth in these states is driven
by factors including migration from
other states, immigration and birth
rates. The economic crisis has put
the brakes on some of this expan-
sion—Florida just reported its first
year-over-year population decline
since 1946—but in general, Sun Belt
states have grown faster than oth-
ers over the past decade.

Since the number of seats in the
House is capped at 435, the gains in
the South and West have to be offset
by losses elsewhere.

New York, New Jersey and Massa-
chusetts and the recession-battered
industrial states of Michigan, Ohio
and Pennsylvania each stand to lose
a House seat. So does Louisiana,
where the population still hasn’t re-
bounded from Hurricane Katrina in
2005, which displaced so many resi-
dents that census takers face a diffi-
cult task in tallying them all.

A state’s votes in the presidential
Electoral College depend on the size
of its congressional delegation, so
the census will likely tilt the balance
of power slightly, with reliably Re-
publican “red states” gaining several
votes while Democratic strongholds

such as New England lose clout.
The effect in Congress is less

clear, said Karl Eschbach, the Texas
state demographer. Texas, for in-
stance, is solidly red when it comes to
presidential elections. But Demo-
crats have begun to make inroads in
the state Legislature, buoyed by a
flow of newcomers from more-liberal
states such as California. So political
analysts believe one or more of Tex-
as’s new seats in Congress may well
translate into a Democratic pickup.

But population counts do more
than determine congressional seats.
They also govern the distribution of
nearly $400 billion a year in federal
funds for health care, transporta-
tion, housing and dozens of other
programs.

Before all these calculations can
begin in earnest, heads must be

counted. And the 2010 census looks
to pose a greater challenge than
those of decades past.

The wave of foreclosures has
pushed hundreds of thousands of
families out of stable homes with
known addresses, making them
more difficult to track down. Some
people are living with friends, crowd-
ing into motel rooms, moving from
one rental to the next or camping
out in cars. “Are they going to catch
those people?” asked Kimball Brace,
president of Election Data Services.

Census employees recently spent
months scouring every corner of the
U.S.—on horseback and by boat
when necessary—in a quest to iden-
tify all the places “where people live
or could live,” said Gabriel Sanchez,
who directs the bureau’s efforts in
Texas, Louisiana and Mississippi.

Mr. Sanchez’s job includes count-
ing residents of the most remote
shanty towns along the Texas-Mex-
ico border—places with no streets,
let alone addresses—and communi-
ties populated mostly by illegal im-
migrants “who do not want to be
found by the government,” he said.

The 2010 Census will cost a
record $14 billion, which includes
some unprecedented steps to reach
immigrants, both legal and not.

For the first time, the bureau will
mail census forms in Spanish to 13
million households. It is buying tele-
vision, radio, print or online ads in
28 languages (up from 17 in 2000),
among them Dinka, spoken in south
Sudan; Khmer, spoken in Cambodia;
Teochew, spoken in parts of China
and other Asian nations; and Wolof,
spoken in Senegal.

This year’s form will be among
the shortest in history, with just 10
questions, to make it less intimidat-
ing. No questions will address re-
spondents’ legal standing to live in
the U.S.

Some critics of the census are an-
gry about the lack of any attempt—
this year or in years past—to clas-
sify undocumented immigrants sep-
arately. They carry the same weight
as anyone else when congressional
districts are redrawn even though
they can’t vote.

“United States citizens in one
state should not be losing represen-
tation in Congress to illegal aliens in
another state,” said Ira Mehlman, a
spokesman for the Federation for
American Immigration Reform,
which advocates tougher measures
to stem illegal immigration.

Tuesday that Opel workers were feel-
ing “fury” over GM’s hesitation, and
called on German Chancellor Angela
Merkel to take up the issue of Opel’s fu-
ture with U.S. President Barack
Obama.

In protestat GM’s hesitation, work-
ers at three German Opel plants with-
drew their offer to forgo vacation pay
to help the company, a union official
said.

Opposition parties criticized Ms.
Merkel’s government for failing to
conclude the sale of Opel to Magna,
whose bid is backed by most German
politicians as well as Opel staff.

The future of Opel, whose survival
appeared threatened earlier this year
amid GM’s near-collapse, has become
a political issue in Germany. With na-
tional elections on Sept. 27, many poli-
ticians are competing to position
themselves as the savior of Opel’s
25,000-strong German work force.

When GM ran short of funds to
keep Opel going earlier this year, Ger-
many lent GM’s European division the
Œ1.5 billion in bridge financing and of-
fered Œ4.5 billion in further aid to sup-
port a sale to Magna.

But although GM signed a memo-
randum of understanding with Ma-
gna in May, GM’s new board—some of
them selected by the Obama adminis-
trationafterGM’sstint inbankruptcy—
isn’t convinced that selling Opel to
Magna is in GM’s interests. Instead,
the board has instructed GM’s man-
agement to study all options again—

including retaining Opel.
Raising billions for Opel on U.S.

capital markets or from banks could
prove difficult for a still-weak GM so
soon after the meltdown in financial
markets, analysts said. And if GM
were to use some of the $50 billion in
U.S. taxpayer funds it received to prop
up overseas operations it could cause
political opposition in Congress.

GM might seek financial aid from
European countries other than Ger-
many, such as the U.K. and Spain, ac-
cording to a person familiar with
GM’s thinking. But while the U.K. and
Spain have expressed a willingness to
help fund the Opel and Vauxhall
plants on their own soil, they are un-
likely to put up the billions needed to
fund Opel’s core factories in Germany,
including its main facility at Rüs-
selsheim near Frankfurt.

“Without Rüsselsheim, there is no
Opel,” said a senior German official.
That means GM is likely to need Ger-
man financial support for any solu-
tion, the official said.

If GM were to ask Berlin for
money, that would put Ms. Merkel’s
government in an awkward position.
Opel workers and many German poli-
ticians believe GM has mismanaged
Opel and unions are strongly against
continued GM ownership.

On the other hand, if GM could do
without German aid, that could come
as a relief to Ms. Merkel: Opinion polls
have shown most German voters are
skeptical about a taxpayer-funded
bailout of Opel.

Continued from first page
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French President Nicholas Sarkozy declared that bonuses ‘can’t be a game where you always win.’

Sarkozy, banks set new limits on bonuses
Pay czar to monitor
best-paid traders
at France’s banks

Bonuses become a wedge issue in the G-20
Seeking consensus
Where the G-20 stands on executive pay 

Backed out of concrete rules on bank pay, instead 
preferring guidelines.

French President Nicolas Sarkozy has urged banks to 
curb bonuses and would like rules set in stone.

Election in September has meant the government 
hasn't taken a clear line on the issue.

Any push for regulation on pay in the U.S. has been 
postponed as Congress takes its August break.

G-20 member states have sought to curb pay at banks 
benefitting from government funds.

U.K.

France

Germany

U.S.

G-20 in general

By David Gauthier-Villars

PARIS—France’s leading banks
agreed to penalize traders who lose
money for their firms after getting a
bonus and to limit other employee
payouts as part of a French govern-
ment effort to trigger a global clamp-
down on financial sector salaries.

The new remuneration rules
were unveiled after a meeting Tues-
day between French President Nico-
las Sarkozy and representatives of
France’s top banks, including BNP
Paribas SA and Société Générale SA.

To ensure banks stick to the new
criteria, Mr. Sarkozy appointed a
“pay czar,” former French central
banker and IMF Managing Director
Michel Camdessus, who will moni-
tor the bonuses of the 100 best-paid
traders at each bank in France.

“It can’t be a game where you al-
ways win,” Mr. Sarkozy said after
the meeting.

He said he would lobby the U.S.
and other European countries to
adopt similar measures at a summit
of the Group of 20 leading industrial
and developing nations in Pittsburgh
next month. Mr. Sarkozy said France
wouldn’t cap bonuses singlehand-
edly because it would prompt an exo-
dus of bankers from the country.

Like the U.S. and most other Euro-
pean countries hit by the two-year-

old financial crisis, France is seek-
ing ways to discipline the banking in-
dustry without turning to measures
that could drive business and jobs to
other countries.

Mr. Sarkozy, whose ruling UMP
party faces regional elections early
next year, also fears that repeated
pay scandals may fuel resentment
among voters. France’s opposition
Socialist Party has criticized Mr.

Sarkozy, saying he should just levy
higher taxes on high earners, and
traders in particular.

France’s six largest banks, which
have received close to Œ20 billion
($28.59 billion) in state aid, already
had agreed to a new code of conduct
on remuneration. Under those rules,
which were aimed at reining in ex-
cessive risk-taking, bonuses are
linked to profits, not revenue, and a

big chunk must be paid in staggered
installments, in order to avoid dish-
ing out quick rewards for unsustain-
able gains.

But BNP Paribas, France’s largest
bank by market value, sparked a
new round of public outcry earlier
this month when it said that it had
set aside Œ1 billion to pay the 2009
bonuses of traders and other em-
ployees at its investment-banking

unit. The government has injected
Œ5.1 billion in BNP Paribas.

During the news conference, Mr.
Sarkozy said he was “shocked” to
see how quickly some had forgotten
about the crisis “even though we
still haven’t turned the page.”

Under the rules agreed on Tues-
day, traders can’t receive more than
one-third of the bonus allotted to
them in the first year. Payment of the
balance will be staggered over the
next two years. If the trader’s depart-
ment loses money during that time,
traders could lose up to two-thirds
of the bonus. A third of the last two
years’ payment must be in shares.

French banks also will have to dis-
close how they calculate bonuses in
an addendum to their annual report.
In-house remuneration committees,
which traditionally oversee only the
pay of top executives, will have to su-
pervise bonus policy, rather than of-
ten leaving the details to trading-
room managers.

In addition, the French govern-
ment won’t business with banks
that don’t stick to the code, Mr.
Sarkozy said.

As a result of the new rules, BNP
Paribas will halve its provision for
2009 bonuses to Œ500 million, Mr.
Sarkozy said. BNP Paribas Chief Ex-
ecutive Baudouin Prot said the lower
amount excludes staggered bonus
payments to be paid at a later date.

Mr. Sarkozy said France would
propose an international agreement
to limit bonuses to a percentage of
bank’s revenue. Alternatively, a spe-
cial tax on bonuses could help finance
deposit guarantee systems, he said.

Bankers’ pay has become one of
the most divisive issues among G-20
members as they prepare for Sep-
tember’s summits on the world’s fi-
nancial system.

U.K. Chancellor Alistair Darling
earlier this month pledged to put
bankers’ pay on the agenda of the fi-
nance ministers meeting in London
on Sept. 4, claiming an international
approach was needed to crack down
on excessive pay in the financial sec-
tor. But it would appear European
leaders may not be reading from the
same script, with some pressing for
tougher reforms.

Even before Tuesday’s deal with
banks, the French government was
saying the U.K.’s code on remunera-
tion published earlier this month
didn’t go far enough and wasn’t ap-
propriate as a global agreemnt. In
particular, it objected to the U.K.’s Fi-
nancial Services Authority decision
to use guidelines, rather than spe-
cific rules, to shape banks’ pay prac-
tices.

“The problem with guidelines is
that you apply them when it suits
you,” a spokesman for France’s fi-
nance minister, Christine Lagarde,
said Tuesday. He added that there
were very strong lobbying move-
ments in the U.S. and the U.K. that
had the potential to derail reform on
pay. “We want to make sure every-
one is playing by the rules, because
if not, there is no point in having the
rules,” he said.

Germany has mostly agreed with
France at G-20 meetings, although

according to a spokesman for the
German government, German Chan-
cellor Angela Merkel hasn’t yet
formed a clear position on pay rules
for the Pittsburgh summit, which of-
ficially starts Sept. 24. Ms. Merkel
has to balance her position for the
main G-20 summit in Pittsburgh
with the general election that fol-
lows soon after on Sept. 27.

But Ms. Merkel has allied herself
with French President Nicolas
Sarkozy before. Prior to the London
summit, she held a joint press con-
ference with Mr. Sarkozy urging the
G-20 to place more emphasis on fi-
nancial regulation than stimulus
spending. Mr. Sarkozy said at the
time that Germany and France “will
speak with one and the same voice.”
Asked if Germany could again unite
with France at September’s summit,
a spokesman for the German govern-
ment said: “Yes, I think so.”

European leaders might get a
chance to iron out their differences

at a meeting in Stockholm proposed
by Swedish Prime Minister Fredrik
Reinfeldt in July in his capacity as
the holder of the European Union
presidency. Mr. Sarkozy has ex-
pressed support for the idea, while a
spokesman for the German govern-
ment said he expected it to go
ahead, although Mr. Reinfeldt said
Tuesday it isn’t certain the meeting
will take place.

G-20 members seem to agree
that pay should have extra limita-
tion at companies that have re-
ceived state aid. The U.S. had restric-
tions in place on the pay practices of
banks that received money through
the Troubled Asset Relief Program,
though a number of banks, includ-
ing J.P. Morgan Chase & Co. and Gold-
man Sachs Group Inc., have repaid
the money and are no longer subject
to them.

In Russia, Finance Minister Al-
exey Kudrin has urged executives of
banks and state-run companies to re-
duce bonus payments for the dura-

tion of the crisis. Representatives of
Russian ministry of finance didn’t re-
turn calls for comment ahead of the
G-20 summit.

In Australia, a row over pay caps
meant that the government’s pro-
posed commercial-property bailout
fund was voted down in the senate.
In June, the four billion Australian
dollar ($3.3 billion) fund was
aborted after Australian Prime Min-
ister Kevin Rudd’s government re-
fused demands to put a A$1 million
cap on the salary of banking and
property executives whose compa-
nies would have benefited from the
project.

“Executive remuneration is
clearly an important issue in terms
of financial sector reform and we
look forward to ongoing construc-
tive discussions on this matter,”
said a spokesman for Australian
Treasurer Wayne Swann.

In Canada, a spokesman for the
department of finance only said that
the country “supports the state-
ment from the G-20 leaders’ summit
in London last April.” The G-20 coun-
tries agreed to pursue the compensa-
tion principles established by the Fi-
nancial Stability Board. Those prin-
ciples called for more effective over-
sight of a financial institution’s com-
pensation practices by board of di-
rectors, a better alignment of com-
pensation with risk, and clear disclo-
sure of compensation practices to
stakeholders, among other items.

A spokesman for Italian market
regulator Consob said that neither
the body nor the Italian Govern-
ment had outlined a position on the
oversight of bank pay. However, the
spokesman said Consob may be will-
ing to intervene in the future to regu-
late the matter.
 —From Financial News

By Hassan Hafidh

ISTANBUL—Iraq is seeking lower
upfront payments in its second oil
bidding round, hoping to recapture
the interest of international energy
companies that largely shunned the
country’s first attempt to open its oil
fields to investment in June.

The country is now seeking sign-
ing bonuses of $1.2 billion in total
for contracts to develop the 15 fields
on offer, Iraqi oil officials and execu-
tives from companies involved in
talks on the deals said. Iraq’s at-
tempt to auction off contracts for
eight fields in June got hung up in
large part on its demand for $2.6 bil-
lion in so-called soft loans that oil
companies were supposed to pay
when signing deals.

Iraqi officials met executives
from45companiesataone-day road-
show in Istanbul Tuesday to intro-
duce themto thebidding process and
acquaint them with the fields on of-
fer, which are lumped into 10 groups
and include the super-giant West
Qurna phase 2, Majnoon and East
Baghdad fields. Representatives
from Royal Dutch Shell PLC, BP PLC,
Exxon Mobil Corp., Chevron Corp.,
ConocoPhillips and Lukoil Holdings
were among those attending.

In a separate development, Iraq
and Syria recalled their envoys after
Baghdad demanded Damascus hand
over two people it says master-
minded bombings in the Iraqi capi-
tal last week that killed more than
100 people.

LEADING THE NEWS

By Matt Turner and Liam
Vaughan in London and Cardiff

de Alejo Garcia in New York

Iraq sweetens
terms for oil bids
in second round
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Sony’s new Daily Reader will cost $399
when it goes on sale in December.

Femtocells await day in the sun
Mobile carriers have
a hard time selling
wireless-call boosters

By Roger Cheng

Femtocells, small boxes that act
like miniature cellular towers, have
long been held out as a solution to
spotty cellphone service and
dropped calls.

But the devices, which plug into
broadband Internet connections to
provide improved coverage inside
homes, have been slow to catch on
with consumers since they hit the
market late last year.

Support among big wireless car-
riers has been uneven. AT&T Inc.
doesn’t sell femtocells. Verizon
Wireless and Sprint Nextel Corp. of-
fer the devices, though mostly as a
stop gap in areas of poor coverage.
Outside the U.S., they’re sold by a
few carriers in Japan and Europe, in-
cluding Softbank Corp. and
Vodafone Group PLC.

“There’s still been a little bit of a
wait-and-see attitude to make sure
there’s more demand,” said Paul Gil-
liland, senior director of wireless
systems at Samsung Electronics
Co., which makes femtocells for
both Verizon and Sprint.

Femtocells are the latest in a
long string of devices intended to ex-
tend or enhance cellphone service,
from stick-on boosters that attach
to handsets to portable antennas.
Deutsche Telekom AG’s T-Mobile
USA offers a in-home service that
uses a Wi-Fi router and special hand-
sets that can hop back and forth be-
tween Wi-Fi and cellular networks.

Femtocells don’t require special
cellphones—they use the same ra-
dio spectrum as carrier’s cellular
towers. They extend cellular cover-
age by tapping into a landline con-
nection and routing calls over the In-
ternet, rather than relying on tow-
ers.

Most femtocells cover up to 465
square meters and handle up to
three simultaneous calls. While
each device is typically tied to one
account, the owner can grant access
to other cellphones as long as they
use the same carrier.

Backers say femtocell devices
are poised for broader adoption,
helped by newer models that sup-
port next-generation 3G wireless
services such as Internet surfing on
smart phones and video streaming.

“It’s fallen off the eye chart, but
work is taking place,” said Shiv Ba-
khashi, an analyst for research firm
Mobile Perspectives.

While Verizon Wireless, which is

jointly owned by Verizon Communi-
cations Inc. and Vodafone, and
Sprint both carry femtocells, they
haven’t loudly advertised the prod-
ucts. They are generally offered to
customers threatening to switch or
who complain about coverage in
their home.

Most carriers are reluctant to
talk about coverage problems, even
if they do exist, making femtocells a
tough product to market to consum-
ers.

Kevin Packingham, senior vice
president of product development
for Sprint, calls femtocells a reten-
tion tool. Sprint’s device, called the
Airave, costs $100 plus a $5 monthly
fee on top of the regular monthly
bill.

Mr. Packingham said advertising
would ramp up with next-genera-
tion femtocells since it will be easier
to promote the additional data ser-
vices that can run off of the device,
rather than the coverage benefits.

“Looking down the road, in sev-
eral years, I think everyone will have
one,” said Mr. Packingham.

Verizon Wireless began offering
its first femtocell, which it refers to
as a Network Extender, earlier this
year. A spokesman says the Sam-
sung device, which costs $250, is
“finding its audience.”

While the companies haven’t
made sales numbers available, ABI
Research analyst Aditya Kaul esti-
mates 100,000 femtocell units were
sold world-wide last year and
790,000 units will be sold this year.

“I think there is a lot of promise,
but we’ll have to wait a year or two
before the mass market femtocell
takes off,” he said.

AT&T is testing the devices in
three cities, a spokesman says, de-
clining to mention the locations. He
declined to say when they would be
broadly available or how much they
would cost.

“By the end of the year, most of
the big operators will be out and
about,” said Chris Gilbert, chief exec-
utive of U.K. femtocell manufac-
turer Ubiquisys Ltd.

The first wave of devices offered
by Verizon Wireless and Sprint are
mostly designed to boost voice re-
ception, since they run off of second-
generation, or 2G, technology.

Samsung is planning to launch a
3G-compatible femtocell early next
year. The device will allow the carri-
ers to offer more wireless services
and programs to consumers
through the speedier connection.

Ubiquisys, meanwhile, already
has its 3G devices in Japan through
Softbank and in Europe with France
Télécom. Mr. Gilbert says in Europe,
the devices are often given away in
exchange for an extension of service
contracts.

By Don Clark

A Seattle-based start-up led by
toy and videogame veterans has
raised $29 million to back its plan
to court children by bridging the
online and offline worlds.

An initial offering by Smith &
Tinker Inc. lets children collect
downloadable monsters called
Nanovor that they will be able to
pit against each other by linking to-
gether pocket-size devices. The
multifaceted effort—which in-
cludes online currency, weekly ani-
mated episodes on the Web and
forthcoming TV ads—reflects
changes in play habits caused by
the Internet.

The Nanovor game, which can
be played on computers now by
downloading software, is targeted
at 7- to 12-year-old boys.

“The toy industry is realizing
that they are losing kids at a
younger and younger age,” said
Jordan Weisman, Smith & Ticker’s
founder and chief executive. Chil-
dren love to play together face to
face, he added, but some are accus-
tomed to interacting with comput-
ers and videogame consoles.

There have been other links be-
tween physical and electronic gam-
ing. Webkinz, owned by toy and
gift company Ganz USA LLC, estab-
lished an online community for
children that is accessed using a
code that comes with the plush toy
animals the company sells. The hit
Pokémon franchise, popular on

Nintendo Co.’s Game Boy device,
included a variant based on play-
ing cards that features battles be-
tween creatures that users collect.

Nanovor also is designed to pro-
mote game play by multiple chil-
dren in the same room. But Smith
& Tinker—which gets its name
from minor characters in the “Wiz-
ard of Oz” books—wanted to offer
animated effects while children
are away from the computer or TV
screen.

So the company in October
plans to begin selling $49.99 acces-
sories called Nanoscopes. Chil-
dren can transfer Nanovor from
their PCs to the devices—using a
USB connector—and choose
moves their creatures will use
against rivals. They then can snap
up to four of the devices together,
watching a short battle sequence
that may move across the screens.
A defeated Nanovor explodes in
green goo.

While wireless connections be-
tween the gadgets were a possibil-
ity, “we made it so the players
have to physically connect the
toys together,” said Gilman Louie,
a former videogame industry exec-
utive who co-founded Alsop Louie
Partners, a San Francisco venture
capital firm that was the first to
fund Smith & Tinker when it was
founded in 2007.

Smith & Tinker on Tuesday is
announcing the money it has
raised to date, which includes an
unspecified infusion in July from

investors that include Alsop
Louie, DCM (a firm formerly
known as Doll Capital Manage-
ment), Foundry Group, Leo Capi-
tal Holdings LLC and Vulcan Capi-
tal, the investment firm of Paul
Allen, co-founder of Microsoft.
The announcement comes as
many venture-capital firms have
pulled back on new investments be-
cause of the recession.

But Mr. Louie notes that start-
ups in the toy category—while fre-
quently a business of hits and
misses—have sold for substantial
amounts. Hasbro Inc. in 1999, for
example, paid $325 million for
Wizards of the Coast, maker of the
Pokémon card game.

Smith & Tinker launched a free
downloadable version of the Nano-
vor online battle game earlier this
month. Though Nanoscopes will
carry the highest price tag among
its offerings, Mr. Weisman expects
the company will make most of its
money as children buy booster
packs to acquire more monsters—
using “Nanocash,” which can be
purchased in $10, $15 and $25 in-
crements.

His experience in the field in-
cludes running Virtual World En-
tertainment and Fasa Interactive
Technologies.

Smith & Tinker’s president and
chief operating officer is Joe La-
wandus, a former executive in
Walt Disney Co.’s consumer-prod-
ucts business who later became a
senior vice president at game
maker Cranium Inc., which was
purchased by Hasbro Inc. in 2008.

Toys bridge online, offline worlds

By Niraj Sheth

And Geoffrey A. Fowler

Sony Corp. unveiled Tuesday a
wireless electronic book reader that
could be the strongest competitor
yet to Amazon.com Inc.’s Kindle this
holiday season.

Priced at $399, Sony’s Daily
Reader will be in U.S. stores by De-
cember. It features a seven-inch
touchscreen that lets readers swipe
their fingers to change pages and
tap words to look up their defini-
tions.

The Sony e-reader will run on
AT&T Inc.’s 3G network, which read-
ers can use to browse and download
books, newspapers and other elec-
tronic documents.

Sony also announced a partner-
ship with libraries that will let read-
ers “rent” digitized books from
their local library by downloading
available e-books for 21 days free of
charge.

With its Daily Reader, Sony
hopes to steal some thunder from
market leader Amazon with a device
that, while more expensive, one-ups
Amazon’s Kindle with a touch-
screen interface and access to li-
brary books.

While the new Sony device won’t
be available until December, the
company “wanted to reassure the
market that they are launching a
wireless device, and it’s not a copy-
cat of the Kindle: It’s innovative and
well designed in its own right,” said
Sarah Rotman Epps, an analyst for
Forrester Research Inc.

Sony also touted that its gadget
works with e-books and newspapers
from stores other than Sony’s. In
comparison, Kindle users have to
download their reading material
from Amazon.

“The point is not one device to
one store [but] multiple devices to
multiple stores,” said Steve Haber,
president of Sony’s Digital Reading
business division.

An Amazon spokesman declined
to comment on the Sony device.

Sony’s reader can be held verti-
cally to display one page of a book or
turned horizontally so that it shows
two pages, which Mr. Haber said
makes it feel “more like a real book.”

The coming months will likely
bring new competition to the small
but fast-growing digital-reading
business. Mountain View, Ca-
lif.-based Plastic Logic has said that
it will launch a touchscreen and wire-
less reader early next year that will
also use the AT&T network.

Netherlands-based Irex Technol-
ogies BV plans to unveil an e-reader
for the U.S. market later this year
that, like Plastic Logic’s, will feature
e-books sold by Barnes & Noble Inc.

MARKETPLACE

Femtocell devices, like Sprint’s Airave, 
provide a cellular signal indoors. Source: ABI Research
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LONDON—People who repeat-
edly download copyrighted films
and music could have their Internet
connection cut off under proposed
laws unveiled by the British govern-
ment on Tuesday.

The proposal drew criticism
from civil-rights groups and Inter-
net-service providers.

Treasury Minister Stephen
Timms said that previous plans,
which would have only restricted
users’ broadband speed, didn’t go
far enough.

That potential punishment re-
mains under the new plans, but is ac-
companied by the possibility of
blocking offenders’ access to down-
load sites, as well as banning them
from the Internet altogether. The
earliest a British ban could be put
into place is 2011.

France, which in May passed a bill
to cut off Internet access for offend-
ers, has already created what may be
the first government agency to track
and punish online pirates.

The British proposals put the onus
on Internet-service providers, which
host file-swapping sites, to catch and
take action against offenders.

The music industry has been criti-
cized in the past for targeting individ-
ual Internet users in its war against pi-
racy instead of the ISPs. The provid-
ers have been harder to pursue le-
gally because they have been able
claim they have no knowledge of pi-
racy occurring on their networks.

Britain considers
Internet bans
to combat piracy
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Confirmation hearings to touch on Fed role in regulation
By Michael R. Crittenden

WASHINGTON—Federal Re-
serve Chairman Ben Bernanke will
likely receive Senate support to re-
main in charge of the U.S. central
bank for a second term, but his re-
nomination could affect the Fed’s ef-
forts to secure broader regulatory
authority.

Top Senate Democrats signaled
their support for the decision to re-
nominate Mr. Bernanke. Senate Ma-
jority Leader Harry Reid (D., Nev.)
said in a statement he expects the
Senate to confirm Mr. Bernanke, call-
ing his expertise and leadership
“crucial as our nation has endured
this financial crisis.”

Sen. Bob Corker (R., Tenn.), a
member of the Senate Banking Com-
mittee, which will vote on Mr. Ber-
nanke’s nomination, likewise said
Mr. Bernanke “has earned the right
to see this through.”

Still, the nomination comes at a
time of low support for the Fed on
Capitol Hill and at a key point in the

highly charged debate over whether
the central bank should have
greater oversight over the largest fi-
nancial firms.

Mr. Bernanke, because of the
Fed’s role at the center of the gov-
ernment’s response to the finan-
cial tumult last year, has been a
lightning rod for criticism over the
government’s intervention in the fi-
nancial system. The Fed has been
criticized for a lack of transpar-
ency in making billions of dollars
of financing available to financial
firms, as well as the ad hoc deci-
sions to rescue certain firms while
letting others fail.

Mr. Bernanke’s nomination hear-
ing will give skeptical senators the
opportunity to push back at the
Obama administration’s proposal to
give the Fed broad new authority to
regulate systemically important
firms. Senate aides have said they
are likely to scale back the powers
envisioned for the Fed when they in-
troduce legislation next month.

“I expect many serious questions

will be raised about the role of the
Federal Reserve moving forward
and what authorities it should and
should not have,” said Sen. Christo-
pher Dodd (D., Conn.), chairman of
the Senate Banking Committee.

Mr. Dodd offered tepid support
for Mr. Bernanke’s reappointment,
saying he “is probably the right
choice.” He said the panel will hold a
thorough confirmation hearing. A
committee spokeswoman said staff
hasn’t yet met to determine when
the nomination hearing will occur,
but said the timing could be affected
by the efforts to move regulatory
overhaul legislation.

Mr. Dodd’s House counterpart,
House Financial Services Chairman
Barney Frank (D., Mass.), said he
strongly supported Mr. Bernanke re-
ceiving a second term.

“He has acted to provide needed
liquidity to the economy and has
demonstrated that he is fully ready
to reverse course when economic
conditions dictate,” Mr. Frank said
in a statement. History suggests Mr. Ber-

nanke’s nomination shouldn’t face
too much opposition in the Senate,
which has traditionally deferred
to the White House on central-
bank choices. Mr. Bernanke’s pre-
decessor, Alan Greenspan, repeat-
edly received wide support from
both parties when he was renomi-
nated as Fed chairman during this
decade and last.

Mr. Bernanke’s nomination
could bolster efforts by Fed critics
to allow greater oversight of the cen-
tral bank’s operations. There has
been growing bipartisan support in
the House of Representatives for leg-
islation authored by Rep. Ron Paul
(R., Texas) that would allow govern-

ment examiners to audit the Fed. Al-
though the measure is unlikely to be-
come law on its own, its mounting
support—roughly two-thirds of
House lawmakers are cosponsors—
means an attempt could be made to
attach it to the broader regulatory
overhaul legislation.

Sen. Charles Schumer (D., N.Y.),
trying to tamp down those efforts,
warned critics about using Mr. Ber-
nanke’s nomination for political
gains.

“Chairman Bernanke’s confirma-
tion hearing shouldn’t be used as a
stage by those with wrongheaded
political agendas like trimming the
Fed’s independence,” Mr. Schumer
said.

White House projects bigger 10-year deficit
Estimate of gap
reduced for 2009;
10% jobless rate seen

By Deborah Solomon

WASHINGTON—The Obama ad-
ministration shaved $262 billion
from its estimated 2009 federal
budget deficit but said the U.S. will
run a $9 trillion deficit over the
next 10 years—$2 trillion more
than it forecast earlier this year.

The administration, in its mid-
year budget review, painted a pic-
ture of a nation that is stabilizing
as the economy begins to recover
but that is also in for a prolonged
period of economic weakness, job-
lessness and unsustainable govern-
ment spending.

Unemployment is expected to
fare worse than White House pro-
jections in February, when the ad-
ministration predicted a jobless
rate of 8.1% for 2009, a number that
has been surpassed. The adminis-
tration now foresees unemploy-
ment hitting 10% at some point
over the next year and a half, with
the jobless rate averaging 9.3% in
2009 and 9.8% in 2010. In July, it
was 9.4%.

“We do predict unemployment
will reach 10% for some months and
some quarters,” Christina Romer,
who heads President Barack
Obama’s Council of Economic Ad-
visers, said in a call with reporters
to discuss the revised budget as-
sumptions.

The White House is also project-
ing a slower climb out of the reces-
sion than earlier this year, estimat-
ing a 2.8% contraction in gross do-
mestic product for 2009, as op-
posed to its earlier estimate of a
1.2% contraction. For 2010, the ad-
ministration sees 2% growth, down
from the 3.2% it projected in Febru-
ary. The revised estimate “reflects
new information all forecasters re-
ceived earlier this year about the se-
verity of the forecast,” said Ms.
Romer.

Ms. Romer said the revisions
are largely due to deterioration in
economic output since January,
when the administration first cob-
bled together its budget projec-
tions, and the unusual nature of
this recession, in which joblessness
is particularly high.

There was some good news: The

administration is predicting a
smaller 2009 deficit of $1.58 tril-
lion, down from $1.84 trillion pre-
dicted in February. That revision is
attributable largely to smaller-
than-expected costs associated
with the financial crisis.

Many financial companies re-
ceiving bailout money are return-
ing funds, and the administration
said it removed a budget place-
holder that assumed an additional
$250 billion in related costs. The
White House also is estimating that
less money will be spent by the Fed-
eral Deposit Insurance Corp. on
bank rescues.

“We now expect that the poli-
cies put in place to repair the finan-
cial system will cost taxpayers less
than expected,” said Peter Orszag,
who heads the White House’s Of-
fice of Management and Budget.

Still, in a measure of the dire
state of the nation’s fiscal picture,
the level of U.S. public debt as a per-
centage of economic output is pro-
jected to reach its highest levels
since World War II. The administra-
tion is projecting that public debt
will hit 66.3% of GDP in 2010, more
than any other time since the
1940s, when it peaked at more than
121% of GDP.

Higher debt means the U.S. is
paying more to finance its deficit.
Interest payments are projected to
hit 3.4% of GDP by 2019, compared
with 1.2% this year.

Republicans plan to assail the
administration’s projections by say-
ing they assume revenue that is un-
likely to materialize. Doug Holtz-
Eakin, who was Republican Sen.
John McCain’s economic adviser in
the 2008 presidential election, said

in a memo prepared for the Republi-
can congressional leadership that
the Obama team was using false as-
sumptions to pad its numbers, in-
cluding $640 billion from its
planned cap-and-trade program
and $200 billion from taxing inter-
national business—neither of
which has been approved by Con-
gress.

Administration officials blamed
the worsening long-term deficit
outlook on increased spending as-
sociated with programs to help
blunt the impact of the recession.
The U.S. will have to spend more on
programs such as unemployment
insurance and food stamps as more
people go without work.

The bulk of the long-term defi-
cit is primarily related to spending
on entitlement programs, such as
Social Security and Medicare.
Costs associated with those pro-
grams are projected to continue
growing.

Mr. Orszag said the administra-
tion is committed to bringing down
the size of the deficit but that now
isn’t the moment to rein in govern-
ment spending.

“It’s desirable to allow deficits
to increase during an economic
downturn,” he said, referring to
the stimulating effect that in-
creased government spending can
have on the economy. Many econo-
mists say the administration’s
$787 billion stimulus package,
even as it adds to the federal defi-
cit, is also fueling growth, adding
anywhere from one to three per-
centage points in second-quarter
GDP.

U.S. Fed Chairman Ben Bernanke testifies before Congress in July. Lawmakers
from both parties expressed support Tuesday for his reappointment.

By Geoffrey T. Smith

FRANKFURT—The heads of Eu-
rope’s leading central banks wel-
comed the reappointment of U.S.
Federal Reserve Chairman Ben Ber-
nanke for another four-year term.

“I am extremely pleased to learn
that Ben Bernanke has been nomi-
nated for a second term as chairman
of the Federal Reserve,” European
Central Bank President Jean-Claude
Trichet said in an emailed state-

ment. “We have had an excellent and
very close working relationship dur-
ing the current episode of excep-
tional challenges for the world econ-
omy. The Federal Reserve and the
European Central Bank have, to-
gether with other central banks, ini-
tiated an unprecedented level of
close cooperation, which has been
key in coping with the present situa-
tion.”

U.S. President Barack Obama re-
nominated Mr. Bernanke for four

more years. The nomination has to
be approved formally by the U.S.
Senate, but few observers expect
the upper house of Congress to
block the nomination.

Bank of England Gov. Mervyn
King, who once worked alongside
Mr. Bernanke at the Massachusetts
Institute of Technology, also
praised Mr. Obama’s decision.

“Ben brings strong leadership to
the Federal Reserve at this vital
time,” Mr. King said.

LEADING THE NEWS: THE BERNANKE NOMINATION

Note: Fiscal year ends Sept. 30
Source: White House Office 
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Missing from European property deals: U.S.
American investors
appear to be waiting
for market to fall more

THE PROPERTY REPORT

By William Boston

SPECIAL TO THE WSJ
At the peak of the real-estate

boom, U.S. investors dominated the
game in European property. Now,
with the exception of a few deals,
the Americans have retracted and
are now net sellers of European
commercial property.

In the first half of this year, U.S.
investors spent Œ407 million
($581.7 million) on commercial-
property assets in Europe, down
98% from the peak of U.S. involve-
ment in the first half of 2007, when
Americans invested Œ20.7 billion in
European property, according to a
report by property-services group
CB Richard Ellis.

In the first half of 2007, U.S. buy-
ers accounted for about 16% of all
transactions. By the first half of
2008, this fell to 9.1%. In the first half
of this year, U.S. investors accounted
for just 1.6% of all transactions.

As U.S. investors have reduced
their exposure to commercial prop-
erty globally, the decline of Ameri-
can investment in Europe has been
steeper than the fall in total commer-
cial property investment. From the
peak of the European commercial-
property market in the second half
of 2006, when commercial-property
investment hit Œ132 billion, invest-
ment in Europe has fallen 81% to
Œ24.8 billion in the first half of 2009.

“What we’re seeing is that the
global investor, the American insti-
tutional investors, has pulled back
dramatically,” says Ray Torto, glo-
bal chief economist for CBRE. “It is
local and national investors who
are buying real estate at the mo-
ment. The global buyers are not in
the ball game.”

Even when American investors
are involved in European transac-
tions, they still are taking on a dis-
tinctly Continental flavor.

Take the case of the purchase by
F&C REIT Asset Management and
AREA Property Partners of a
largely retail portfolio of 211 proper-
ties for Œ669 million, the largest
transaction in Europe so far this
year. AREA is a New York-based
fund manager. But F&C, a U.K. real-
estate investment trust, took the
lead role and it was F&C’s local rela-
tionship with the seller that played
a big role in making the deal happen.

The portfolio went into receiver-
ship after its owner, finacial-services
group DawnayDaycollapsed in2008.
The administrator, working closely
with the creditor, Britian’s largest in-
surance group Norwich Union, now
called Aviva PLC, sold the portfolio to
the F&C-led group in March.

Aviva shopped the portfolio

around. In addition to F&C REIT,
some U.S. private-equity funds such
as Blackstone Group LP were in the
bidding, according to a person famil-
iar with the talks. This person says
Blackstone was interested in the
portfolio, but was pushing for ag-
gressive terms.

“We were interested in moving
the portfolio to another investor and
tend to lend on long terms, 15 to 20
years, and these were people we
have been very familiar with over a
number of years,” says Kevin Sale,
Aviva’s commercial finance director.

Blackstone didn’t respond to re-
quests for comment.

In the end, Aviva chose F&C
REIT and AREA. Under the terms of
the deal, F&C REIT and AREA agree
to take on Dawnay Day’s loan,
about £550 million ($902.8 mil-
lion), but Aviva agreed to restruc-
ture the loan, relaxing the loan-to-
value covenant so that the buyers
provided less than 20% in new eq-
uity. Aviva also eased the income
covenants, allowing the new own-
ers to have a higher amount of debt
in relation to income from the prop-
erties. And Aviva extended the
terms on the debt.

“The financing was restructured
in a way to make it easier to service
the debt,” said Paul Herrington, man-
aging director for F&C REIT.

Even these favorable terms may
have been prohibitive for a private-
equity investor like Blackstone,
which requires more-aggressive fi-
nancing to achieve a higher profit
over a shorter period of time.

The deal also is emblematic of
how lenders also are staying close to
home, preferring to do business
with local players they know well.

“Aviva knew we were not looking
to flip the property, that we were in
this for the long term,” Mr. Her-
ringtonsaid.“Wehaveastrongcorpo-
rate and personal relationship with
them that goes back many years.”

The U.S. investors who were so
prevalent in Europe a few years ago
have been passing on deals because
they appear to believe prices will
continue to fall or the pressure will
increase on lenders who have repos-
sessed property to sell quickly at
better terms.

But as prices in key markets such
as the U.K. start to harden, the Amer-
icans and other global investors
could soon start doing deals again,
say analysts. It is common these
days for property investors who
went through the property reces-
sion in the early 1990s to talk about
a two-year window of opportunity
to pick up good property assets at
cheap prices.

But that window may be nar-
rower than many people think.

“The market is a lot more trans-
parent now and it will move faster,”
Mr. Torto said. “I think we’re at the
bottom, but the market is thin. The
window of opportunity is more like
a year to 18 months.”

By Tara Loader Wilkinson

Luxurious seaside properties
have been a rare pocket of growth in
the U.K.’s recession-struck property
market, commanding prices that
are double what their urban equiva-
lents can fetch, according to a re-
port from estate agent Savills.

Superluxury properties in the
most popular coastal areas, such as
Sandbanks in Dorset and Salcombe
in Devon, have grown in price by up

to 500% over the past 10 years.
So-called ultraprime properties

are routinely worth more than £2
million ($3.3 million), usually sell-
ing at a 50% premium over their
county average. On the coast, ultra-
prime properties fell by 11% in value
from their peak to a trough in
March, but have since started to
climb back up. In London, the reces-
sion has knocked up to about 50% off
similarly luxurious properties.
 —From Financial News

*Regardless of buyer nationality
Source: CB Richard Ellis

Main European deals,
in the first half of 2009

European property investment,
in billions 
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F&C Reit Asset Management/Apollo European REF

London & Stamford/Green Park

Firmit Fund Immobiliare

Tesco Pension Fund

Oman Investment Fund

Mercialys

Orion Capital Management

GIC
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Bernanke’s Fed career | Dow Jones Industrial Average
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June 2006
Raised benchmark 
interest rate to 5.25%, 
where it stood until 
credit crisis

August 2007
Began responding to 
credit crisis  by lowering 
key lending rate

November 2007
Unveiled new central 
bank communications 
strategy

March 2008
Arranged Fed loan to J.P. 
Morgan Chase to rescue 
Bear Stearns

September 2008 
Provided $85 billion in aid to 
AIG, beginning several months 
of company bailouts

February 2009 
Begins broad public 
outreach to explain 
Fed's actions

August 2002 to June 2005
Governor, Federal Reserve Board

June 2005 to January 2006 
Chairman, White House Council of Economic Advisers

Feb 1, 2006 to present 
Chairman, Federal Reserve

Source: Dow Jones Indexes

President nominates Fed chairman for a second term

Politics comes into play in decision
Keeping Bernanke makes it easier for Obama to claim his team is winning the battle to turn around the economy

Tuesday while on vacation here, the
U.S. president is opting for continu-
ity in economic policy despite criti-
cism in Congress of the central bank-
er’s frantic efforts to rescue the fi-
nancial system.

Mr. Obama warned Tuesday that
the U.S. is still a long way from hav-
ing a healthy financial system and
full economic recovery. “That is why
we need Ben to continue the work
he’s doing, and that is why I’ve said
that we cannot go back to an econ-
omy based on overleveraged banks,
inflated profits and maxed-out
credit cards,” Mr. Obama said.

Mr. Bernanke, appearing along-
side the president, thanked Mr.
Obama for his “unwavering support”
of an independent Fed and pledged to
work hard to restore the economy.

Thedecision prompted relief infi-
nancial markets, where traders
hailed it for eliminating one risk fac-
tor that could have weighed on
prices as the end of Mr. Bernanke’s
current term in January drew closer.

Wall Street and academic econo-
mists in recent weeks showed enthu-
siasm for giving Mr. Bernanke a sec-
ond term. A move by Mr. Obama to
install his own person at the Fed
might have rattled markets and un-
settled foreign investors.

“Having a new chairman come in
at this late date would put the Fed-
engineered solution to both the re-
covery and the exit strategy at risk,”
said Christopher Rupkey, an econo-
mist with Bank of Tokyo-Mitsubishi.

The nomination comes amid criti-
cism of Mr. Bernanke by some in Con-
gress. The financial-sector bailout he
helpedengineer lastyearhasangered
someRepublicans,whoseeitasagam-
ble with taxpayer money. At the same
time,someDemocratsseehimascom-
plicit in initial hasty efforts by the
Bush administration to rescue banks
without sufficient consideration for
homeowners and smaller businesses
hit by the financial crisis.

Still, Mr. Bernanke will likely re-
ceive U.S. Senate support to remain

in charge of the central bank for a
second term, although lawmakers
are set to use his confirmation hear-
ings to air concerns about his han-
dling of the financial crisis and the
Fed’s efforts to secure broader regu-
latory authority.

Mr. Obama on Tuesday praised
Mr. Bernanke’s handling of the finan-
cial crisis. “Ben approached a finan-
cial system on the verge of collapse
with calm and wisdom; with bold ac-
tion and outside-the-box thinking
that has helped put the brakes on our
economic freefall,” Mr. Obama said.

Mr. Bernanke is seen by support-
ers as a creative and steady hand
who helped to keep the financial
chaos, which became especially dan-
gerous in the past year, from becom-
ing much worse. Rahm Emanuel,
White House chief of staff, said the
president credits Mr. Bernanke for
“pulling the economy back from the
brink of depression.”

Hehasguided the Fed through un-
charted territory over the nearly two
years since the crisis began. Taking
lessonsfromthe Great Depressionhe
has closely studied, Mr. Bernanke

has so far avoided a repeat of the
1930s panic by pushing interest rates
to near zero and unleashing new pro-
grams—including central-bank pur-
chases of mortgage-backed securi-
ties,direct government loansto com-
panies and rescues of big firms such
as American International Group
Inc.—to stabilize markets.

WhileMr.Bernankeisgiven broad
credit for such aggressive moves to
shore up financial markets, he has
also been at the center of the most
controversial decisions in the crisis:
determining which firms to save and
which to let fail. Each of those moves,
from rescuing Bear Stearns and AIG
to allowing Lehman Brothers Hold-
ings Inc. to go down, has been scruti-
nized and criticized by lawmakers
and the financial markets.

Mr. Bernanke has argued, as he
did over the weekend at the Jackson
Hole, Wyo., central bankers’ retreat,
that the measures were necessary
to avert a financial meltdown. He
can point to some success in stabiliz-
ing financial markets.

The recent signs that the U.S.
economy is beginning to recover

made reappointing Mr. Bernanke,
and announcing the decision now,
easier for the president. Had the
economy continued to deteriorate,
the pressure to replace the Fed chair-
manwould have been much stronger.

“I think this is a good thing for the
markets,” said Byron Wien, chief in-
vestment strategist at Blackstone
Group. “Rather than going through a
catechism of what Bernanke’s done
wrong, let’s look at the net result. The
economy is improving and the finan-
cial system is on the mend. It’s a long
way from perfect, but it’s also a long
way from where it was a year ago.”

Now that he is set to continue at
theFed,Mr.Bernankefacesachalleng-
ing task. Having pumped hundreds of
billionsofdollarsintothefinancialsys-
tem and tried to heal the economy
with near zero interest rates, Mr. Ber-
nanke needs to decide how and when
to pull back. If he moves too soon, he
could undermine a recovery. But if he
moves too slowly, he could spur a new
period of inflation.

Fed officials have started to lay
the groundwork for a withdrawal.
Earlier this month, they announced

plans to stop buying long-term U.S.
Treasury bonds, one of the many
steps they had taken in an attempt
to drive down long-term interest
rates. Other programs, like an effort
to buy short-term commercial pa-
per loans directly from companies,
are shrinking on their own.

The big challenge for Mr. Ber-
nanke in the year ahead will be to de-
cide when to start raising short-
term interest rates from near zero.
The Fed has signaled rates will stay
low for an extended period.

Mr. Bernanke also must work
with Congress, where the Obama ad-
ministration’s plan to overhaul fi-
nancial-market regulation is mov-
ing slowly.

“We must urgently address struc-
tural weaknesses in the financial sys-
tem, in particular in the regulatory
framework, to ensure that the enor-
mous costs of the past two years will
not be borne again,” Mr. Bernanke
said in a defense of his policies Fri-
day in Wyoming.
 —David Wessel, Sudeep

Reddy and Tom Barkley
contributed to this article.

Continued from first page

By Gerald F. Seib

U.S. President Barack Obama’s
decision to reappoint Federal Re-
serve Chairman Ben Bernanke
makes sense for a lot of reasons,
but here’s an important political
one: It now is far easier for the pres-
ident to say he has a team that’s
winning the epic battle to turn
around the economy.

It would be much harder to make
the claim that his team is winning

that battle if the
president were, at
the same time,
dumping one of the
team’s captains.

That, of course, would imply that per-
haps things weren’t going so well.

Instead, Mr. Obama, in announc-
ing his decision Tuesday, tiptoed
oh-so-carefully toward finally de-
claring that the worst is over. “As an
expert on the causes of the Great De-
pression, I’m sure Ben never imag-
ined that he would be part of a team
responsible for preventing an-
other,” the president said. “But be-
cause of his background, his temper-

ament, his courage and his creativ-
ity, that’s exactly what he has helped
to achieve.” His team’s moves, Mr.
Obama asserted, have “brought our
economy back from the brink. They
are steps that are working.”

It’s not a coincidence that the
Bernanke reappointment and this
assertion that disaster has been
averted are coming now, and simul-
taneously, for both have important
political implications. A sense that
the economy is out of intensive
care and recovering may improve
the chances of getting Congress to
take a chance on a big health-care
plan in the fall—while also lessen-
ing the political damage if that ef-
fort fails. A reappointed Ben Ber-
nanke also likely has an easier time
persuading Congress to pass a fi-
nancial-regulation overhaul giving
the Fed more power than would a
lame-duck Ben Bernanke.

Beyond that, a sense that the
economy is turning upward is the es-
sential predicate for Democrats to
survive next year’s midterm elec-
tions. Democratic fortunes are slip-
ping on many fronts right now, but

voter psychology is likely to be more
affected by the way Americans feel
about the state of the economy in
the first few months of 2010. Once a
perception of the economy’s health
takes hold in an election year, it can
be hard to shake.

And indeed, as if on cue, the Con-
ference Board reported Tuesday
that consumer confidence jumped
in August, well above economists’
expectations. If the president, in
his Bernanke decision and in his
rhetoric, is saying that things are
looking better, it isn’t clear
whether he’s leading or following
popular sentiment.

What’s intriguing is that one of
the toughest tasks for Team Obama
has been getting the psychology and
expectations game right. In his ini-
tial weeks in office, Mr. Obama may
well have talked the economy down
too much. He was trying to rein in
the lofty expectations that accompa-
nied his inauguration, but probably
injected too much doom and gloom,
chilling consumer behavior.

Then, in the spring, the adminis-
tration got too optimistic too early,

talking up the apparent arrival of
“green shoots” just before a new
wave of gloomier news about em-
ployment and housing.

As it happens, the one thing Mr.
Obama seems to have gotten just
right along the way was his stock-
market advice. The president made
some waves back on March 3—a
day after the Dow Jones Industrial
Average had fallen nearly 300
points—by saying that it was a
good time to buy stocks.

Turns out that was pretty good
advice, for the president called the
market’s bottom almost precisely.
Two days later, the Dow Jones Indus-
trial Average bottomed out at a
12-year low of 6626. Since then it
has moved steadily upward, to
around 9500. An investor who had
put $1,000 into a market index fund
at the time of Mr. Obama’s predic-
tion would now have about $1,400.

In any case, there remain dan-
gers aplenty for the president in this
expectations game. In reappointing
Mr. Bernanke, the White House may
be either expecting or hoping that
his tendency to provide massive li-

quidity and easy money will con-
tinue through next year’s political
season, but there’s no guarantee of
that. Indeed, there’s always the pos-
sibility a newly appointed Fed chair-
man may feel the need to show his
political independence by seeking
to raise interest rates faster than
the White House desires.

In both the housing and financial
markets, the chances of a dip back
down, at the least-opportune time
for Democrats, remain very real.
And Peter Hart, the veteran Demo-
cratic pollster who co-directs the
Wall Street Journal/NBC News poll,
has long noted that the most politi-
cally sensitive economic indicator is
unemployment—which is likely to
get worse before it gets better.

Mr. Obama himself was careful
to note Tuesday: “Of course, as I
have said before, we are a long way
away from a completely healthy fi-
nancial system and a full economic
recovery.” Still, a smiling Ben Ber-
nanke and some upbeat words to-
gether present a picture as impor-
tant to the administration for its po-
litical as its economic significance.
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By Katherine Boehret

The old adage that the grass is al-
ways greener on the other side of
the fence can be extended to our
technology cravings. Even the per-
son holding the shiniest new gadget
can’t help but eye a neighbor who
has a different device and wonder,
“What does that do that mine
doesn’t?”

Thoughts like these are espe-
cially prevalent when it comes to

the devoted own-
ers of BlackBerrys
and iPhones. All
too often, the peo-
ple carrying these
smart phones are
curious about what

one device has that the other lacks.
This week, I'm going to save you the
trouble and outline some of the per-
sonal usage ups and downs to each
device.

Because I use both of these gad-
gets on a regular basis and I am ac-
customed to their different fea-
tures, I included fresh observations
from five people who recently
switched from BlackBerrys to
iPhones. At my request, these peo-
ple kept track of their impressions,
noting the things they missed on
their BlackBerrys along with things
they preferred on the iPhones. This
column isn’t meant to promote one
device over the other; rather, it is a
summary of some people's senti-
ments combined with my own obser-
vations in hopes of enlightening
readers. I inevitably left out some
differences.

The most outstanding observa-
tion from my switch group in favor
of the iPhone was an appreciation

for its applications, or apps. They
used things like driving directions
for the first time because, compared
with the BlackBerry, they looked
and worked better on the iPhone.
And they went through a download-
ing frenzy during which time they
found all sorts of apps for the iPhone
such as games, entertainment and
business-travel productivity.
“Browsing for games. Probably
should leave the office now,” said
one person's notes.

Though Research in Motion's
BlackBerrys also run apps (includ-
ing some of the same ones as for the
iPhone), BlackBerry App World of-
fers only about 2,000 apps. Apple’s
App Store boasts more than 65,000.
A shortcut to the App Store ships
preloaded on all iPhones. Black-
Berry App World is preloaded or vir-
tually preloaded by carriers at their
discretion, so a shortcut to App
World may not be visible to a user.

My switchers were frustrated by
the iPhone's battery life and com-
plained of running low on battery
and needing to charge their iPhones
during the day. One person said, “I
need to charge my iPhone a couple
of times throughout the day which
can be inconvenient, especially
when traveling. With my BlackBerry
I just charged it while I slept and it
was good to go for the day.” Granted,
these people were all using the
iPhone 3GS and had previously used
various models of BlackBerrys that
ran on slower networks and had
smaller screens—two features that
require less battery. Still, worrying
about running out of juice is a has-
sle. One person said his iPhone’s
weak battery was a tribute to the
fact that he used it more often and
for more things than he did the
BlackBerry.

The most obvious difference be-
tween iPhones and BlackBerrys

are the keyboards. The iPhone
uses an on-screen keyboard, while
the BlackBerry (except the touch-
screen Storm model) uses a tac-
tile, QWERTY keyboard. As was ex-
pected, the switchers had trouble
using the iPhone keyboard—espe-
cially for the first few days. But af-
ter about a week, most people in
the group had adjusted well to the
on-screen keys and the iPhone's
auto-correct feature that fixes mis-
takes as long as you keep typing
rather than stopping to fix an er-
ror. One person said, “I was a skep-
tic, and didn't think the typing
would work for me at all, but it ac-
tually hasn't been too bad.” An-
other said that typing can be a real
challenge at first, but that this
could be overcome with a bit of
practice.

Several people said they were
still able to use their thumbs for
iPhone typing like they did on the
BlackBerry, though most of them
preferred turning the screen hori-
zontally to do this with slightly
larger keys. Some said they weren’t
typing quite as fast as with the Black-
Berry’s QWERTY keys, but that they
weren't too far off.

The BlackBerry keyboard's static
position below its screen means all
letters, numbers and symbols must
come solely from pressing those
keys; this is done by pressing ALT or
Shift keys for numbers and symbols.
Some switchers noted that pressing
a button to change the iPhone’s on-
screen keyboard from letters to capi-
tal letters or numbers took a bit
longer than on the BlackBerry.

My switchers were ecstatic
about using the iPhone’s Safari Web
browser. They enthusiastically said

searching, browsing and reading
were all made much better and more
visually pleasing compared to their
experiences on the BlackBerry
browser.

Some switchers commented that
they wished the iPhone had some-
thing like BlackBerry Messenger,
the always-on messaging system
that works to allow communication
between all BlackBerrys.

The iPhone automatically
changes its time when you enter a
new time zone, while BlackBerrys re-
main set to their home time zone for
time stamping all emails with that
time—unless you change the time in
settings.

RIM prides itself on being able to
run multiple applications at once;
the iPhone allows this with its own
preloaded programs like Mail and
Safari, but not with other apps. One
switcher, for example, was frus-
trated that Pandora, a radio-like app
that plays music according to user
likes and dislikes, turned off when
he opened Mail to read emails while
listening to songs.

The BlackBerry’s AC adaptor
takes up two power outlet spots,
while the small, square iPhone plug
occupies only one, making it more
versatile and able to charge in more
locations.

There will always be something
on someone else's device that looks
more appealing than the one in your
hand. But the experience of using
apps on the iPhone—and the huge se-
lection of apps in the App Store—sig-
nificantly enhance Apple’s device.
RIM is continually improving its
own store, but it needs to move
quickly to keep its loyal users con-
tented.

The BlackBerry Curve, left, and Apple iPhone compete in the smart-phone market.

By Justin Lahart

It is summer storm season in
Florida, and when lightning threat-
ens, technicians at cable channel
HSN fire up eight massive genera-
tors to ensure the home-shopping
network won’t lose power.

This time of year, HSN’s genera-
tors get switched on two or three
times a day. The St. Petersburg com-
pany is at the western edge of what
meteorologists call Lightning Alley,
an 80-kilometer-wide swath across
Florida that gets more lightning
than any other place in the U.S. To
lose power, or even to have a brief
surge or sag in its flow, could create
havoc for the high-tech equipment
on which the company depends.

Over the past decade, 425 people
in the U.S. have been killed by light-
ning. Last year, fires started by light-
ning strikes burned 3.6 million hect-
ares of wildland. Insured losses to
homeowners from lightning dam-
age amounted to $1.1 billion.

But in the information age, light-
ning matters in ways it didn’t be-
fore. A blip in the power supply that
in the 1980s might have caused only
a flickering of the lights can now fry
circuits, shut down servers and
deaden phone systems, effectively
stranding a business.

Even if electricity lines are
shielded, lightning can cause power
surges through unprotected phone,

cable and Internet lines—or even
through a building’s walls. Such
surges often show up as glitches.
“Little things start not working; we
see a lot of that down here,” says An-
drew Cohen, president of Vertical IT
Solutions, a Tampa information-
technology consulting firm. During
the summer, Vertical gets as many
as 10 calls a week from clients with
what look to Mr. Cohen like light-
ning-related problems. Computer
memory cards get corrupted, serv-
ers shut down or firewalls cut out.

New research even suggests that
lightning’s effect on technology can
shape the course of regional econo-
mies. After analyzing lightning data
for the lower 48 states, four econo-
mists from the University of Copen-
hagen found that those states more
prone to lightning strikes tended to
see worker productivity grow more
slowly than in states with very little
lightning.

This held true when the econo-
mists controlled for a range of other
factors, including hurricane fre-
quency, urban density and the educa-
tion, age and racial characteristics
of local populations.

The economists concluded that
the use of computers and the Inter-
net spread more quickly in areas
less prone to lightning strikes,
boosting worker output there. This
lightning effect didn’t exist prior to
the 1990s, say researchers Thomas

Andersen, Jeanet Bentzen, Carl-Jo-
han Dalgaard and Pablo Selaya,
when the advent of the Internet led
to the rapid adoption of information
technology in the U.S. and an accom-
panying surge in productivity.

But Humboldt University of Ber-
lin economist Michael Burda, who
has reviewed the paper, cautions
that something other than lightning
might still be at work.

“Have they really controlled for
everything, and could it not be that
it’s something else that is correlated
with lightning strikes?” Mr. Burda

notes that his home state of Louisi-
ana sees a lot of lightning, but also
has a poor electrical infrastructure
that could be acting as more of a hin-
drance to economic development
now than before information tech-
nology took off.

Denmark sees about as much
lightning as California, where thun-
derstorms are rare and there is less
than one lightning strike per square
kilometer in any given year, accord-
ing to data from Vaisala Inc., an envi-
ronmental and industrial measure-
ment company. In contrast, the

Tampa area sees upwards of 14
strikes per square kilometer each
year. In fact, Florida is the lightning-
death capital of the U.S., with 70 fa-
talities over the past 10 years. Run-
ner-up Texas had 27 lightning
deaths.

World-wide, the most lightning
anywhere occurs over a tiny section
of Lake Maracaibo in Venezuela, re-
cent research has found. The most
lightning-prone large area, scien-
tists say, is in Africa near where the
Democratic Republic of the Congo
borders Uganda, Rwanda and Bu-
rundi. “Every night, you’re seeing
this incredible display of lightning,”
says John Bates, director of the zool-
ogy department at Chicago’s Field
Museum, who has conducted re-
search in the area.

The spread of technology has
spawned a need for lightning-secu-
rity specialists.“The computer chip,
the smaller it’s gotten, the more sus-
ceptible it is,” says Mark Harger,
owner of Harger Lightning &
Grounding in Grayslake, Ill. “It’s
been a boon to our business.”

His company manufacturers sys-
tems that shield buildings from di-
rect strikes and power surges from
nearby lightning. With a steady
stream of orders from financial and
technology companies looking to
protect their data centers, the com-
pany has gone from eight employees
to 100 over the past 20 years.

There go the servers: Lightning’s perils grow with technology

BlackBerry vs. iPhone: a user’s guide
Recent converts to the Apple smart phone talk about what they like—and what they miss about the RIM device

THE
MOSSBERG
SOLUTION

MARKETPLACE

One study says productivity has grown more slowly in heavy lightning areas.
Above, a storm hits Athens, Ga., in June.
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Air China’s profit doubles,
but price pressures increase

‘Clunkers’ provides lesson in spurring sales
Program appears
to juice spending
more than tax rebates

Lindt posts 88% drop in profit
By Jeffrey Ng

And Joy C. Shaw

SHANGHAI—Chinese flag car-
rier Air China Ltd. said Tuesday
profit more than doubled from a
year earlier, boosted by lower fuel
costs, fuel-hedging gains and
growth in domestic travel demand.

But the company said its earn-
ings may be under pressure in the
second half as the global financial
crisis continues to depress interna-
tional air travel and cargo ship-
ments and as price competition
among domestic carriers increases.

Air China said its net profit for
the six months ended June 30 was
2.93 billion yuan ($429 million), ac-
cording to Chinese accounting stan-
dards, up from 1.17 billion yuan a
year earlier. Revenue fell 13% to
22.41 billion yuan.

Under international accounting
standards, the Beijing-based carri-
er’s profit was 2.88 billion yuan, up
from 1.13 billion yuan a year earlier.

The carrier said costs fell 16% from
a year earlier to 21.85 billion yuan due
to a 42.5% drop in fuel cost. The com-
pany also booked a gain of 1.45 billion
yuan in fuel-hedging contracts.

Air China’s first-half results
were also boosted by an improve-
ment in domestic demand for air
travel. During the period, the airline
carried 18.82 million passengers, up
14% from a year earlier.

Revenue from Air China’s domes-
tic air travel rose 8.3% in the January-
June period from a year earlier. Its in-

ternational air-travel revenue fell
25.5% in the same period, while reve-
nue from international cargo busi-
ness dropped 50.8%, the carrier said.

Air China has said it would fur-
ther expand its Beijing hub as well
as boosting its operations in Shang-
hai amid competition from other do-
mestic carriers. It also has been en-
hancing cooperation with Cathay
Pacific Airways Ltd. to benefit from
the Hong Kong-based airline’s large
international network.

Last week, Air China said it
would significantly boost its stake
in Cathay to 29.99% from 17.46%.

Analysts have questioned whether
added synergies from the higher stake
would really be significant for Air
China, which acquired shares in Ca-
thay in 2006.

By Sudeep Reddy

The $3 billion U.S. “cash for
clunkers” program is a fraction of
the $787 billion federal govern-
ment stimulus, but it has offered a
key lesson: enticing consumers to
spend on big-ticket items can pro-
vide more bang for the buck than
sending out checks.

The program, under which sales
ended Monday night, lured hun-
dreds of thousands of Americans
with the promise of up to $4,500 for
trading in a gas-guzzling vehicle.
Car dealers saw a boost in sales, with
even customers who weren’t eligible
for the rebate shopping for vehicles.
And lawmakers, who rushed to triple
the program’s funding, finally had
visible results to show from govern-
ment stimulus spending.

President Barack Obama called
the program “successful beyond any-
body’s imagination” even as Republi-
cans panned it as a deficit builder.

The program’s popularity also
taught a lesson about the limits of
government management: Offi-
cials failed to anticipate the de-
mand, forcing them to rush to ex-
pand funding from the original $1
billion. Inundated with rebate re-
quests from dealers, the Obama ad-
ministration several times ex-
tended the deadline for dealers to
seek reimbursement.

The success of the program sug-
gests that it represents a better

way of getting consumers to spend
than tax-rebate checks, which of-
ten get banked rather than spent.

“I think it’s pretty clear that if you
gave someone a free shopping certifi-
cate, they will spend it,” Citigroup
economist Steven Wieting said.
“Whether they have permanent eco-
nomic effects is a different story.”

Under stimulus packages in
2001 and 2008, checks were sent di-
rectly to U.S. families, who saved
much of the money. Some retailers
sought to attract customers by of-
fering discounts if people spent
their stimulus checks at that store.

In recent weeks, auto dealers of-
fered their own specials targeted

at consumers who were hearing
the buzz about cash for clunkers
but weren’t eligible.

Some consumers remained on
the sidelines until the last minute.
Tonja Deegan, a 37-year-old who
works in public relations, said her
2001 Ford Escape SUV with
160,000 miles, or 256,000 kilome-
ters, “runs fine”—but she still
wanted a new car. The bump in the
road: her skeptical husband.

She finally convinced him Satur-
day to buy a new car and raced to
the dealership where she found a
single Ford Escape at Atchinson
Ford in Belleville, Mich.

When the showroom opened

Monday morning, she was there,
but her dealer was unsure the trans-
action could get registered with
the government in time, because
the Department of Transportation
Web site was having problems. But
at 11 a.m. the dealer called with the
good news—the clunker sale had
gone through.

“I got lucky,” Ms. Deegan said of
her new car. She paid $24,951 after a
$3,500 clunker rebate plus other fi-
nancial sweeteners from the dealer.

Under another extension issued
Tuesday, dealers had until 8 p.m.
Tuesday to submit paperwork to be
reimbursed by the government.

William Gale, a Brookings Insti-

tution economist, likened the clunk-
ers program to a bank run, where
depositors rush to get their money
out of a troubled bank. In this case,
car shoppers rushed to get their
hands on vouchers before funds for
the program ran out.

At a panel discussion on fiscal
stimulus at the Federal Reserve’s an-
nual Jackson Hole meetings over the
weekend, Mr. Gale said policy mak-
ers could take a lesson from the pro-
gram: Behavioral economics—an
area of research that seeks to ex-
plain how people sometimes stray
from rational economic decisions—
could be tapped to find ways to spur
short-term household spending.

The next program to test the ef-
fect of government funds comes this
fall. Consumers who buy high-effi-
ciency appliances such as refrigera-
tors, washing machines and dish-
washer can receive rebates of up to
$200 on certain products; no trade-
ins would be required. The $300 mil-
lion program was included in the
$787 billion stimulus law.

As with the clunkers program, it
is unclear whether the rebate pro-
gram will offer anything more than
a short-term economic boost.

“The people who will most like
likely respond to this are the peo-
ple who need appliances, and they
were probably going to buy appli-
ances anyway,” said Erik Hurst, an
economist at the University of Chi-
cago’s Booth School of Business. “If
all you’ve done is move that from to-
morrow to today, then the econ-
omy is going to lag even more to-
morrow.”
 —Matthew Dolan

and Jon Hilsenrath
contributed to this article.

By Martin Gelnar

ZURICH—Chocoladefabriken
Lindt & Sprüngli AG’s failure to
raise the price it charges for its choc-
olates amid a jump in cocoa prices
held the Swiss chocolate maker back
in the first half, exacerbating the im-
pact of charges related to its U.S.
and Italian operations.

Lindt, best known for its Lindor,
Excellence and Ghirardelli brands
and the chocolate bunnies wrapped
in gold foil, posted first-half net
profit of 2.7 million Swiss francs
($2.5 million), down 88% from 22.9
million francs a year earlier. Sales
slipped 5.4% to 979 million francs.

The bottom line was hit by a
charge of 22.2 million francs related
to the closing shops in the U.S. and
an impairment on a warehouse in It-
aly, Lindt said.

In contrast to most of its rivals,
the chocolate maker didn’t raise its
chocolate prices in the fourth quarter
and thus failed to offset a sharp in-
crease in the price of cocoa. London
cocoa futures prices hit a 23-year
high at the start of the year, although
they have since dropped back as de-
mand has waned amid the recession.

Lindt’s organic sales growth,
which excludes acquisitions and cur-
rency fluctuations, was 0.2%—lagging
behindrivals like Cadbury PLC, which
recorded organic sales growth of 4%
in first half, and Nestlé SA, which saw
organic sales growth of 3.4% at its
food and beverage operations.

“Lindt merely missed its chance
last year when such price increases
would have been readily accepted,
as was the case for Cadbury, Nestlé,

Hershey and the others,” said inde-
pendent food-industry analyst
James Amoroso.

Cadbury increased chocolate
prices by more than 10% in some
countries in the fourth quarter,
while Nestle raised chocolate prices
by 7.4%, according to analysts at J.P.
Morgan Chase.

“We have refrained from [raising
product prices] partly on purpose
because cocoa prices are all over the
place currently,” said Lindt’s Chief
Executive Ernst Tanner. “But we ex-
pect the speculative element to dis-
appear within 12 months or so.”

The company said it would boost
advertising in the second half to try
and win more market share, while
cost cutting should lift profitability.

“We will invest into marketing,
primarily in the U.S. and in Europe,

and we expect this to translate into
substantial market-share gains,”
said Mr. Tanner. “We are debt-free
so we can afford it, contrary to some
of our rivals.”

Lindt said it still expects organic
sales growth of 2% to 5% and earn-
ings before interest and taxes to
reach between 260 million francs
and 280 million francs for the full
year. The company lowered its tar-
gets in March when it announced a
restructuring program that in-
cluded shutting down regional
shops in the U.S. to focus on a few
flagship stores.

Mr. Tanner said he couldn’t yet
gauge how the important Christmas
period might develop for Lindt. He
said that there are positive signs
from individual customers, but that
wholesalers remain cautious.

CORPORATE NEWS

Source: Thomson Reuters Datastream
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Sales manager Mark Hranicky of Lee Toyota in Topsham, Maine, holds keys 
Monday to some of the cars traded in under ‘cash for clunkers.’

Note: Liffe futures prices
Source: Thomson Reuters

Pricey 
business
Cocoa prices have 
been climbing, 
putting Lindt in a 
vulnerable position.

750
’07 ’08 ’09

1,000

1,250

Re
ut

er
s

1,500

1,750

£2,000 per ton

‘Lindor’ pralines at a Lindt & Sprüngli plant near Zurich.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 23.40 $26.30 0.16 0.61%
Alcoa AA 23.70 12.35 –0.07 –0.56%
AmExpress AXP 11.00 32.82 0.15 0.46%
BankAm BAC 225.50 17.75 0.40 2.31%
Boeing BA 7.90 48.25 1.12 2.38%
Caterpillar CAT 9.30 47.83 0.27 0.57%
Chevron CVX 10.20 70.65 –0.11 –0.16%
CiscoSys CSCO 25.70 22.00 –0.06 –0.27%
CocaCola KO 9.90 48.74 –0.32 –0.65%
Disney DIS 10.60 26.87 0.07 0.26%
DuPont DD 5.00 32.40 0.07 0.22%
ExxonMobil XOM 19.10 70.68 –0.62 –0.87%
GenElec GE 70.50 14.30 0.10 0.70%
HewlettPk HPQ 13.60 44.68 –0.11 –0.25%
HomeDpt HD 20.40 27.32 0.29 1.07%
Intel INTC 55.60 19.10 0.34 1.81%
IBM IBM 4.10 118.83 –0.49 –0.41%
JPMorgChas JPM 31.70 43.58 0.57 1.33%
JohnsJohns JNJ 9.70 61.14 –0.14 –0.23%
KftFoods KFT 6.90 28.60 0.20 0.70%
McDonalds MCD 6.90 56.45 0.54 0.97%
Merck MRK 18.10 32.95 0.45 1.38%
Microsoft MSFT 40.90 24.64 0.00 0.00%
Pfizer PFE 38.60 16.80 0.07 0.42%
ProctGamb PG 11.70 53.40 0.06 0.11%
3M MMM 3.10 72.68 0.12 0.17%
TravelersCos TRV 4.60 48.43 0.48 1.00%
UnitedTech UTX 6.30 59.71 0.41 0.69%
Verizon VZ 9.00 31.31 –0.10 –0.32%
WalMart WMT 15.70 51.67 0.12 0.23%

Dow Jones Industrial Average P/E: 15
LAST: 9539.29 s 30.01, or 0.32%

YEAR TO DATE: s 762.90, or 8.7%

OVER 52 WEEKS t 1,873.58, or 16.4%

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

Rhodia 661 –35 10 –112 BP  40 ... 1 5

Clariant 276 –26 –44 –70 Total  50 ... ... –1

Carlton Comms 453 –26 –38 38 Koninklijke Philips Electrs  57 ... 2 ...

Stena Aktiebolag 788 –26 18 71 Nokia  41 ... 2 4

Norske Skogindustrier 1102 –25 –11 –43 Cap Gemini 66 ... –4 –10

ITV  458 –24 –42 25 ACE  81 ... –7 –22

Xstrata  211 –24 –18 –43 LVMH Moet Hennessy Louis Vuitton 65 ... ... 11

Stora Enso  472 –23 –21 –58 Accor 187 1 7 55

ArcelorMittal Fin 308 –21 –18 –44 Societe Television Francaise  86 1 6 ...

Corus Group  847 –21 –3 –46 EMI Group  809 55 115 99

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 Telecomms 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 (Telecomms 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 Telecomms)
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 Telecomms)
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 Telecomms)
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 Telecomms)
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 0.14% 1.73% 2.7% 5.6% -4.0%
Event Driven 0.34% 2.48% 5.2% 9.2% -19.0%
Equity Market Neutral 0.19% 0.05% 0.6% -3.3% -9.7%
Equity Long/Short 0.86% 1.25% 3.7% 3.2% -13.5%

*Estimates as of 08/24/09, 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 0.89 104.31% 0.02% 1.87 0.85 1.24

Eur. High Volatility: 11/1 1.67 109.07 0.04 3.89 1.56 2.47

Europe Crossover: 11/2 5.82 114.63 0.10 6.51 5.81 6.16

Asia ex-Japan IG: 11/1 1.33 109.55 0.04 3.84 1.21 2.16

Japan: 11/1 1.65 115.27 0.05 4.33 1.41 2.28

 Note: Data as of August 24

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

In percentage points

10.00

7.50

5.00

2.50

0
t

Europe

t

Europe Crossover

2009
Mar. April May June July Aug.

Index roll

Source: Markit Group

BLUE CHIPS & BONDS

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

Europe: Bank revenues from equity capital markets

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

Source: Dealogic
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By Anita Likus

LONDON—U.K. industrial land-
lord Brixton Ltd. Tuesday re-
ported a wider first-half loss as va-

cancies rose, showing the size of
the task ahead for new owner Se-
gro PLC.

Segro, a rival landlord, bought
Brixton in an all-share deal valu-
ing the company at £165.5 million
($271.7 million).

Industry specialists previously
warned that while Segro is taking
over an attractive portfolio of Brix-
ton’s industrial warehouse property,
mainly located around London’s
Heathrow Airport, the company has
a high number of vacancies.

Brixton reported vacancies of
20.3% as of June 30, up from 17.3%
on Dec. 31.

Like other commercial property
companies in the U.K., Brixton has
been hit hard as a lack of real-estate
financing and demand has caused
values to plummet.

Brixton said Tuesday that while
recession isn’t over, the property-
investment market is showing

signs of stabilization and even im-
provement for prime property.

“But the outlook is still depen-
dent on the timing of an economic
recovery, and key threats to in-
come and value include tenant fail-
ures and falling rental values,” the
company said.

Brixton’s first-half net loss wid-
ened to £314.2 million from £235.1
million in the year-earlier period.
Its pretax loss widened to £314.2
million from £236.7 million.

For the six months ended June
30, the value of its property portfo-
lio, including its share of joint-ven-
ture properties, fell by £368 mil-
lion, or 22%. It has net debt of
£770.4 million.

Segro’s takeover of Brixton was
completed Monday. Brixton
shares have been delisted but the
company was still required to pub-
lish an earnings report.

The Property Report

Oerlikon’s CEO steps down;
Swiss firm to cut 2,500 jobs

Persimmon raises hopes
U.K. builder sees
demand returning,
prices stabilizing

Brixton poses test for new owner

Venture advises holders
to accept Centrica bid

Reversal of fortune
Americans are now net
sellers of European
commercial assets > Page 29

By Martin Gelnar

ZURICH—OC Oerlikon Corp. said
Tuesday Chief Executive Uwe Krüger
was stepping down immediately as
the Swiss engineering company
posted a narrower first-half net loss
and said it would cut 2,500 jobs.

Board member Hans Ziegler will
temporarily take over as chief execu-
tive until the company finds a suit-
able candidate to lead the company,
Oerlikon said. Mr. Ziegler, a turn-
around manager who has the support
of dominant Russian shareholder Vic-
tor Vekselberg, gained prominence af-
ter overseeing the unwinding of
Swiss Erb Group in 2003. The bank-
ruptcy of Erb, a sprawling private em-
pire, was one of the biggest corporate
failures in Switzerland.

Mr. Kruger, who had been at Oer-
likon’s helm since 2007, couldn’t be
reached to comment.

His departure comes as Oerlikon,
active in fields such as vacuum and
solar technology, reported a net loss
of 99 million Swiss francs ($93 mil-

lion), following a year-earlier net
loss of 313 million francs. The bot-
tom line was bolstered by a gain
from the sale of the company’s
space-technology unit.

Oerlikon’s sales were down 40%
at 1.43 billion francs from 2.38 billon
francs, while its order intake
dropped 39% to 1.59 billion francs.
Analysts said sales were slightly bet-
ter than expected due to a solid de-
velopment in the company’s solar-
technology unit.

The CEO change isn’t unusual,
given the company’s continued
weak profit development, said Von-
tobel analyst Michael Foeth, adding
that the new top manager has broad
industrial experience.

Oerlikon also said it would cut
2,500 jobs as part of a cost-reduc-
tion program, which seeks to save
400 million francs in costs and re-
turn the company to profitability by
2010. Analysts expect Oerlikon to
continue to downsize, possibly look-
ing to sell its textile-machinery and
surface-technology units.

U.K. house builder Persimmon said it is investing again in new building sites, like
this one in Sittingbourne, Kent, in southeast England.

By James Herron

LONDON—U.K. oil and gas pro-
ducer Venture Production PLC ad-
mitted defeat in its defense against
a hostile £1.3 billion ($2.13 billion)
takeover bid from utility Centrica
PLC, recommending that all share-
holders accept the offer.

“The board of Venture continues
to believe that Centrica’s final offer
substantially undervalues Venture,”
Venture said in a prepared state-
ment. “However, the board recog-
nizes that, in the event that the offer
is declared wholly unconditional,
Centrica will have control of Ven-
ture” and any shareholders who
don’t sell run the risk of holding a mi-
nority stake in a delisted company,
the statement added.

Venture said Tuesday that two
major shareholders, Larry Kinch
and ArcLight Capital Partners, had
decided to sell their combined 19.2
million shares, equivalent to 12.8%
of Venture’s share capital.

The move came after Centrica
said late Monday that it already ei-
ther owns, has acquired subject to

settlement or has received valid ac-
ceptances equivalent to 58.7% of
Venture shares.

“We are pleased that the Venture
board has recommended that its
shareholders accept our offer, in the
event that it is declared wholly un-
conditional,” Centrica Chief Execu-
tive Sam Laidlaw said Tuesday.

The Venture deal represents a
significant step forward for Cen-
trica, which has long been on the
hunt for gas resources to make up
for its declining reserve base, seek-
ing to supply its customers and
strengthen its position in the U.K. en-
ergy market. Centrica received Euro-
pean Commission clearance for the
acquisition on Friday.

Venture’s management had
strongly resisted Centrica’s offer of
845 pence a share, saying it substan-
tially undervalued Venture’s rising
output and a strong financial posi-
tion. However, analysts said Centri-
ca’s management seems to have
judged correctly that the economic
climate was ripe for a bargain.
 —Selina Williams

contributed to this article.

CORPORATE NEWS

By Anita Likus

LONDON—Persimmon PLC Tues-
day became the latest U.K. home
builder to say that the worst ap-
pears to be over for the country’s
housing market, with demand re-
turning and prices stabilizing.

The company, one of the U.K.’s
biggest house builders by market
value, reported a drop in first-half
earnings as completions and prices
were down from a year earlier.
However, it said it expects sales to
hold up for the full year, supported
by lower supply levels and stable
demand, and signaled that further
write-downs were unlikely.

First-half net profit fell 63% to
£9.8 million ($16.1 million) in the
six months ended June 30 from
£26.4 million a year earlier.

Pretax profit fell to £9.8 million
from £36.9 million. Revenue fell
39% to £611.8 million from £998.4
million.

Persimmon said that net reser-
vations continue to run ahead of
last year, and recent visitor levels
also are up. Cancellation rates
were significantly lower through-
out the first half, at about 16%,
compared with 30% a year earlier.

The U.K. housing market has
tumbled over the past two years,
as the banking crisis reduced mort-
gage liquidity, and the economic
downturn and fears of rising unem-
ployment hit demand.

Most of the U.K.’s house build-
ers stopped buying land and pared
back construction to sites where
development already had begun.
They also recorded massive write-
downs as falling house prices hit
the value of land and work in
progress.

Persimmon is the first house
builder to surprise the market by
reversing the trend in write-
downs after it revalued some land
holdings. It booked a gain of £27.9
million on its holdings in the first
half, though that wasn’t enough to
prevent the drop in earnings.

Liberum Capital analyst Char-
lie Campbell said that while the re-
lease of some of the land provi-

sions signaled confidence in the
value of land holdings, Persim-
mon’s underlying business was
poor, with margins below expecta-
tions.

“We had expected a clean trad-
ing margin of over 4% in the first
half and the company made only
1.5%,” he said.

The company’s first-half comple-
tions fell to 4,006 units from 5,501
in the year-earlier period, at an av-
erage selling price of £155,524,
down from £181,485 in 2008.

Several influential surveys re-
cently have suggested that house

prices had stopped falling and
were even rising in some areas,
amid improving mortgage approv-
als. As a result, Persimmon started
to invest in new locations, opening
up about 40 sites in the first half of
the year, with about 50 more ex-
pected to open in the second half.

Chief Executive Mike Farley
said the company is focusing in
the south of England.

Persimmon said it expects its
debt to drop below £400 million
by the end of the year, which ana-
lysts said the market would wel-
come.

By Marietta Cauchi

LONDON—Royal Bank of Scot-
land Group PLC said it plans to cap
at 2% increases to the pensions of
more than 60,000 workers, joining a
raft of U.K. companies acting to cut
soaring pension-fund liabilities.

RBS is one of several U.K. compa-
nies reviewing their support for de-
fined-benefit pension plans, in
which companies agree to pay em-
ployees a fixed sum on retirement.
Many company pension plans have
been replaced with defined-contri-
bution plans, under which compa-
nies make contributions but leave
the employee to supplement the
amount and take any responsibility
if the plan fails to provide enough
money for retirement.

Government-controlled RBS will

also reduce the lump sum payable
on early retirement for plan mem-
bers who choose to take an immedi-
ate, undiscounted pension.

“This is an expensive scheme for
our shareholders to fund and a gener-
ous one in comparison to the mar-
ket,” said Neil Roden, RBS’s head of
human resources. “The reforms we
are consulting on seek to strike a bal-
ance between reducing the costs and
future liabilities of the scheme to the
group, with doing what we can to pro-
tect the welfare of existing staff and
scheme members.”

Overstretched balance sheets
have led to about 22% of companies
in the FTSE 100 index having insuffi-
cient cash to pay out on existing lia-
bilities, according to KPMG research.

The cuts were condemned by
trade union Unite.
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RBS will cap pension increases
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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.

2.39% 16 DJ Global Index -a % % 209.82 0.25% –16.0% 4.28% 13 U.S. Select Dividend -b % % 589.23 0.49%–16.2%

2.00% 17 Global Dow 1210.80 0.26% –19.0% 1842.56 0.32% –20.8% 4.33% 16 Infrastructure 1306.20 0.07% –16.7% 1780.14 –0.10% –18.7%

3.13% 31 Stoxx 600 237.80 0.42% –15.9% 254.52 0.48% –17.7% 1.59% 8 Luxury 800.40 0.31% –8.3% 970.02 0.14% –10.5%

3.28% 20 Stoxx Large 200 254.30 0.45% –16.3% 270.65 0.51% –18.2% 6.11% 5 BRIC 50 373.90 0.02% –9.0% 509.62 –0.15% –11.2%

2.38% -11 Stoxx Mid 200 221.90 0.28% –13.4% 236.12 0.34% –15.3% 4.27% 13 Africa 50 729.30 0.36% –20.5% 661.72 0.18% –22.4%

2.42% 252 Stoxx Small 200 139.70 0.34% –12.9% 148.61 0.40% –14.8% 3.54% 7 GCC % % 1464.65 0.62% –44.4%

3.17% 22 Euro Stoxx 259.80 0.74% –16.9% 278.07 0.80% –18.7% 2.92% 15 Sustainability 773.60 0.04% –15.3% 937.80 0.31% –16.9%

3.31% 16 Euro Stoxx Large 200 276.10 0.75% –17.4% 293.63 0.81% –19.2% 2.32% 14 Islamic Market -a % % 1786.52 0.09% –15.7%

2.40% -13 Euro Stoxx Mid 200 246.40 0.53% –15.2% 261.93 0.59% –17.1% 2.59% 13 Islamic Market 100 1579.10 –0.06% –12.8% 1940.43 0.21% –14.6%

2.71% 22 Euro Stoxx Small 200 151.60 1.03% –12.7% 161.10 1.09% –14.6% 2.59% 13 Islamic Turkey -c % % % %

5.65% 9 Stoxx Select Dividend 30 1374.70 1.38% –19.6% 1685.73 1.44% –21.4% 2.04% 14 DJ U.S. TSM % % 10587.41 0.41% –18.4%

4.90% 11 Euro Stoxx Select Div 30 1659.20 1.24% –22.9% 2042.46 1.30% –24.6% % DJ-UBS Commodity 123.60 –0.17% –32.1% 128.61 –0.11% –33.6%

*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 1.1921 1.9520 1.1255 0.1696 0.0381 0.1983 0.0126 0.3149 1.7081 0.2295 1.1046 ...

 Canada 1.0793 1.7672 1.0190 0.1536 0.0345 0.1795 0.0114 0.2851 1.5464 0.2078 ... 0.9053

 Denmark 5.1942 8.5050 4.9041 0.7390 0.1660 0.8640 0.0551 1.3719 7.4425 ... 4.8128 4.3572

 Euro 0.6979 1.1428 0.6589 0.0993 0.0223 0.1161 0.0074 0.1843 ... 0.1344 0.6467 0.5854

 Israel 3.7860 6.1992 3.5746 0.5387 0.1210 0.6298 0.0401 ... 5.4248 0.7289 3.5080 3.1759

 Japan 94.3150 154.4314 89.0478 13.4194 3.0143 15.6888 ... 24.9115 135.1392 18.1578 87.3894 79.1161

 Norway 6.0116 9.8434 5.6759 0.8553 0.1921 ... 0.0637 1.5878 8.6137 1.1574 5.5702 5.0428

 Russia 31.2890 51.2326 29.5416 4.4519 ... 5.2048 0.3317 8.2644 44.8324 6.0238 28.9914 26.2468

 Sweden 7.0283 11.5081 6.6357 ... 0.2246 1.1691 0.0745 1.8564 10.0704 1.3531 6.5122 5.8956

 Switzerland 1.0592 1.7343 ... 0.1507 0.0339 0.1762 0.0112 0.2798 1.5176 0.2039 0.9814 0.8885

 U.K. 0.6107 ... 0.5766 0.0869 0.0195 0.1016 0.0065 0.1613 0.8751 0.1176 0.5659 0.5123

 U.S. ... 1.6374 0.9442 0.1423 0.0320 0.1663 0.0106 0.2641 1.4329 0.1925 0.9266 0.8389

Source: Thomson Reuters via WSJ Market Data Group

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

WSJ.com

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

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

Corn (cents/bu.) CBOT 326.75 –8.75 –2.61% 707.00 302.00
Soybeans (cents/bu.) CBOT 999.00 –8.50 –0.84 1,557.50 670.00
Wheat (cents/bu.) CBOT 498.75 –0.50 –0.10 1,155.75 485.50
Live cattle (cents/lb.) CME 88.750 –0.050 –0.06 118.500 81.250
Cocoa ($/ton) ICE-US 3,008 82 2.80% 3,217 1,961
Coffee (cents/lb.) ICE-US 121.40 –1.10 –0.90 189.00 112.00
Sugar (cents/lb.) ICE-US 21.92 0.13 0.60 23.33 11.05
Cotton (cents/lb.) ICE-US 58.15 –0.92 –1.56 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,355.00 –20 –0.84 3,635 1,435
Cocoa (pounds/ton) LIFFE 1,914 42 2.24 1,953 1,187
Robusta coffee ($/ton) LIFFE 1,357 16 1.19 2,256 1,275

Copper (cents/lb.) COMEX 287.35 –5.70 –1.95 378.00 131.15
Gold ($/troy oz.) COMEX 946.00 2.30 0.24 1,060.00 494.00
Silver (cents/troy oz.) COMEX 1434.60 11.50 0.81 2,200.00 740.00
Aluminum ($/ton) LME 1,924.00 8.00 0.42 2,752.00 1,288.00
Tin ($/ton) LME 14,125.00 –225.00 –1.57 20,550.00 9,750.00
Copper ($/ton) LME 6,309.00 –52.00 –0.82 7,585.00 2,815.00
Lead ($/ton) LME 2,023.00 62.00 3.16 2,115.00 870.00
Zinc ($/ton) LME 1,837.00 –22.00 –1.18 1,927.50 1,065.00
Nickel ($/ton) LME 19,545 –100 –0.51 21,150 9,000

Crude oil ($/bbl.) NYMEX 72.05 –2.32 –3.12 125.66 45.13
Heating oil ($/gal.) NYMEX 1.8795 –0.0668 –3.43 4.0556 1.2820
RBOB gasoline ($/gal.) NYMEX 1.8723 –0.0573 –2.97 2.9500 1.0349
Natural gas ($/mmBtu) NYMEX 3.288 –0.049 –1.47 12.115 3.162
Brent crude ($/bbl.) ICE-EU 71.82 –2.44 –3.29 116.93 44.75
Gas oil ($/ton) ICE-EU 609.00 –7.25 –1.18 1,265.00 421.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Aug. 25
Per In

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

Argentina peso-a 5.5183 0.1812 3.8513 0.2597

Brazil real 2.6323 0.3799 1.8371 0.5443

Canada dollar 1.5464 0.6467 1.0793 0.9266
1-mo. forward 1.5463 0.6467 1.0792 0.9266

3-mos. forward 1.5462 0.6468 1.0791 0.9267
6-mos. forward 1.5461 0.6468 1.0790 0.9268

Chile peso 783.41 0.001276 546.75 0.001829
Colombia peso 2873.72 0.0003480 2005.60 0.0004986

Ecuador US dollar-f 1.4329 0.6979 1 1
Mexico peso-a 18.4671 0.0542 12.8884 0.0776

Peru sol 4.2455 0.2355 2.9630 0.3375
Uruguay peso-e 33.142 0.0302 23.130 0.0432

U.S. dollar 1.4329 0.6979 1 1
Venezuela bolivar 3.08 0.325017 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7081 0.5854 1.1921 0.8389
China yuan 9.7892 0.1022 6.8320 0.1464

Hong Kong dollar 11.1052 0.0900 7.7504 0.1290
India rupee 69.6938 0.0143 48.6400 0.0206

Indonesia rupiah 14329 0.0000698 10000 0.0001000
Japan yen 135.14 0.007400 94.32 0.010603

1-mo. forward 135.11 0.007401 94.29 0.010605
3-mos. forward 135.05 0.007405 94.25 0.010610

6-mos. forward 134.93 0.007411 94.17 0.010620
Malaysia ringgit-c 5.0429 0.1983 3.5195 0.2841

New Zealand dollar 2.0869 0.4792 1.4565 0.6866
Pakistan rupee 118.568 0.0084 82.750 0.0121

Philippines peso 69.314 0.0144 48.375 0.0207
Singapore dollar 2.0627 0.4848 1.4396 0.6946

South Korea won 1789.56 0.0005588 1248.95 0.0008007
Taiwan dollar 47.134 0.02122 32.895 0.03040
Thailand baht 48.746 0.02051 34.020 0.02939

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

Euro zone euro 1 1 0.6979 1.4329

1-mo. forward 1.0000 1.0000 0.6979 1.4329

3-mos. forward 1.0000 1.0000 0.6979 1.4328

6-mos. forward 1.0002 0.9998 0.6980 1.4326

Czech Rep. koruna-b 25.354 0.0394 17.695 0.0565

Denmark krone 7.4425 0.1344 5.1942 0.1925

Hungary forint 266.65 0.003750 186.10 0.005374

Norway krone 8.6137 0.1161 6.0116 0.1663

Poland zloty 4.0832 0.2449 2.8497 0.3509

Russia ruble-d 44.832 0.02231 31.289 0.03196

Sweden krona 10.0704 0.0993 7.0283 0.1423

Switzerland franc 1.5176 0.6589 1.0592 0.9442

1-mo. forward 1.5172 0.6591 1.0588 0.9444

3-mos. forward 1.5163 0.6595 1.0583 0.9449

6-mos. forward 1.5145 0.6603 1.0570 0.9461

Turkey lira 2.1349 0.4684 1.4900 0.6711

U.K. pound 0.8751 1.1428 0.6107 1.6374

1-mo. forward 0.8752 1.1427 0.6108 1.6372

3-mos. forward 0.8752 1.1426 0.6108 1.6372

6-mos. forward 0.8752 1.1426 0.6108 1.6372

MIDDLE EAST/AFRICA
Bahrain dinar 0.5402 1.8512 0.3770 2.6525

Egypt pound-a 7.9294 0.1261 5.5340 0.1807

Israel shekel 5.4248 0.1843 3.7860 0.2641

Jordan dinar 1.0148 0.9854 0.7083 1.4119

Kuwait dinar 0.4114 2.4307 0.2871 3.4829

Lebanon pound 2152.86 0.0004645 1502.50 0.0006656

Saudi Arabia riyal 5.3735 0.1861 3.7502 0.2667

South Africa rand 11.1667 0.0896 7.7934 0.1283

United Arab dirham 5.2628 0.1900 3.6730 0.2723

SDR -f 0.9179 1.0894 0.6406 1.5609

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 600 237.84 1.00 0.42% 20.8% –15.9%

 15 DJ Stoxx 50 2415.40 12.14 0.51 16.9% –15.6%

 22 Euro Zone DJ Euro Stoxx 259.84 1.90 0.74 16.6% –16.9%

 18 DJ Euro Stoxx 50 2801.14 22.80 0.82 14.3% –15.1%

 15 Austria ATX 2554.76 –0.01 unch. 45.9% –28.2%

 13 Belgium Bel-20 2414.80 19.54 0.82 26.5% –20.2%

 12 Czech Republic PX 1194.8 –0.9 –0.08% 39.2% –16.9%

 17 Denmark OMX Copenhagen 316.58 2.19 0.70 40.0% –17.6%

 14 Finland OMX Helsinki 6126.79 –9.47 –0.15 13.4% –28.4%

 15 France CAC-40 3680.61 28.44 0.78 14.4% –15.7%

 19 Germany DAX 5557.09 37.34 0.68 15.5% –12.4%

 … Hungary BUX 19882.17 465.51 2.40 62.4% –2.0%

 13 Ireland ISEQ 3048.53 41.98 1.40 30.1% –29.9%

 11 Italy FTSE MIB 22473.83 118.97 0.53 15.5% –19.7%

 … Netherlands AEX 300.03 2.15 0.72 22.0% –25.6%

 13 Norway All-Shares 365.32 1.21 0.33 35.2% –23.8%

 17 Poland WIG 39185.36 441.10 1.14 43.9% –1.5%

 16 Portugal PSI 20 7897.86 4.57 0.06 24.5% –6.8%

 … Russia RTSI 1103.02 9.02 0.82% 74.6% –30.1%

 10 Spain IBEX 35 11427.8 124.0 1.10 24.3% 0.1%

 15 Sweden OMX Stockholm 282.44 –1.58 –0.56% 38.3% 2.1%

 13 Switzerland SMI 6200.85 6.46 0.10 12.0% –12.6%

 … Turkey ISE National 100 48073.35 301.50 0.63 79.0% 19.9%

 12 U.K. FTSE 100 4916.80 20.57 0.42 10.9% –10.1%

 35 ASIA-PACIFIC DJ Asia-Pacific 116.03 –0.33 –0.28 24.0% –7.5%

 … Australia SPX/ASX 200 4405.8 –20.3 –0.46 18.4% –12.0%

 … China CBN 600 24877.65 –814.71 –3.17 68.5% 34.6%

 19 Hong Kong Hang Seng 20435.24 –100.70 –0.49 42.0% –3.0%

 18 India Sensex 15688.47 59.72 0.38 62.6% 8.3%

 … Japan Nikkei Stock Average 10497.36 –83.69 –0.79 18.5% –17.9%

 … Singapore Straits Times 2618.76 6.43 0.25 48.7% –3.3%

 11 South Korea Kospi 1601.38 –10.84 –0.67 42.4% 7.5%

 18 AMERICAS DJ Americas 270.26 0.91 0.34 19.5% –18.2%

 … Brazil Bovespa 57405.41 –369.96 –0.64 52.9% 5.8%

 18 Mexico IPC 28028.87 24.60 0.09 25.2% 8.2%

*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. 25, 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* 276.43 0.81% 21.4% –20.0%

2.80% 19 World (Developed Markets) 1,087.77 0.67% 18.2% –20.4%

2.50% 20 World ex-EMU 127.06 0.55% 18.1% –19.4%

2.60% 21 World ex-UK 1,084.12 0.70% 17.3% –19.9%

3.50% 18 EAFE 1,495.06 1.47% 20.8% –21.4%

2.40% 16 Emerging Markets (EM) 861.37 1.88% 51.9% –17.3%

4.00% 12 EUROPE 82.38 0.79% 18.6% –16.9%

4.20% 13 EMU 168.99 1.32% 18.9% –25.6%

3.70% 15 Europe ex-UK 90.66 1.07% 16.9% –16.4%

4.90% 10 Europe Value 94.81 1.14% 22.3% –15.3%

3.00% 16 Europe Growth 69.47 0.42% 15.0% –18.7%

3.20% 15 Europe Small Cap 147.54 1.52% 46.1% –12.1%

2.40% 8 EM Europe 241.84 2.29% 52.3% –36.8%

4.50% 9 UK 1,457.11 0.93% 10.8% –9.1%

2.90% 14 Nordic Countries 131.00 0.99% 33.6% –19.2%

1.80% 7 Russia 628.98 1.46% 52.6% –48.2%

3.60% 12 South Africa 670.65 1.12% 15.8% –2.5%

2.90% 19 AC ASIA PACIFIC EX-JAPAN 365.24 2.81% 47.7% –12.4%

1.70%-118 Japan 600.15 2.48% 13.2% –27.0%

2.10% 18 China 59.39 1.89% 45.6% –6.5%

1.00% 20 India 619.08 2.53% 67.7% 7.9%

0.90% 23 Korea 455.47 2.31% 48.4% 4.5%

2.80% 31 Taiwan 250.01 2.98% 44.2% –7.1%

2.00% 25 US BROAD MARKET 1,134.70 –0.08% 15.5% –18.7%

1.50% -44 US Small Cap 1,528.57 –0.10% 22.6% –16.8%

3.50% 14 EM LATIN AMERICA 3,437.43 0.16% 65.4% –20.7%

*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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By Cynthia Koons

SYDNEY—Foster’s Group Ltd.’s
annual net profit nearly quadrupled
as revenue rose amid a strong per-
formance from Foster’s beer busi-
ness. But the company continued to
grapple with the falling value of its
wine operation.

It was the second straight year
that the company had to take substan-
tialwrite-downs on the wine business.

Foster’s said in February that it
would restructure its wine business
after failing to sell it, and had warned
of the write-downs that ended up to-
taling 287.2 million Australian dol-
lars (US$240.6 million) after tax for
the year to June 30. This compares
with A$605.8 million of after-tax
write-downs in the previous year.

Analysts have been looking for
signs that the wine business is
starting to improve, but Foster’s
said conditions in key wine mar-
kets remain challenging because of
economic conditions.

Foster’s said it has reduced cus-
tomer inventories and reshaped its
portfolio in 2009 and that it is “well

placed” for an economic rebound.
Management called the most re-

cent fiscal year’s performance “ex-
cellent” in the company’s beer, cider
and spirits business.

But Foster’s didn’t offer a fore-
cast for the current fiscal year.

The beverage company said an-
nual net profit was A$438.3 million,
compared with A$111.7 million a
year earlier. Before the write-
downs, Foster’s reported earnings
of A$725.5 million, compared with
A$714.6 million the year before.

As for its beer business, which an-
alysts called its “saving grace” last
year, Foster’s said the Australian
market remains “very robust.”

Analysts have expressed concern
that the beer market has been inad-
vertently supported by a govern-
ment tax on other alcoholic drinks,

specifically ready-to-drink bever-
ages that mix spirits with sodas and
other flavors.

That tax, which took effect in
May 2008 in a bid to combat teenage
binge drinking, made beer a cheaper
alternative. Analysts have said the
beer market’s growth over the past
year could be attributable to that
and is therefore unsustainable at its
recent pace. Beer net sales revenue
in Australia and the Asian-Pacific re-
gion increased 5.3% during the year.

There has been speculation that
the group might separate the beer
and wine businesses, but manage-
ment said Tuesday that nothing has
changed since the group announced
it would be restructuring its wine di-
vision in February.

“We’re literally only six months
past when we made our original an-

nouncement,” Chief Executive Ian
Johnston said.

Foster’s annual revenue rose
2.7% to A$4.49 billion.

Lowe’s plans Australian venture
U.S. home retailer
to develop stores
with Woolworths

Source: Thomson Reuters Datastream

Woolworths
Tuesday’s close: A$28.63, up 2.2%

2009
24

25

26

27

28

A$29

Bl
oo

m
be

rg
 N

ew
s

Foster’s net rises as charges drop

LG Display plans LCD plant in China

CORPORATE NEWS

Fosters Group
Net profit, in millions of 
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Note: Fiscal year ends June 30 of the years shown
Source: the company
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Anheuser-Busch InBev NV

Anheuser-Busch InBev NV plans
to raise beer prices in the majority
of the U.S. this fall, despite declining
sales volume for some of its largest
brands, the president of the brew-
er’s U.S. division said Tuesday. The
company’s main U.S. rival, MillerCo-
ors LLC, said it, too, intends to raise
prices in many markets. MillerCo-
ors is a joint venture of SABMiller
PLC and Molson Coors Brewing Co.
Leuven, Belgium-based Anheuser-
Busch InBev, maker of Bud Light and
Stella Artois, said it likely won’t
raise prices more than it did last fall.
At the time, its prices rose about 4%
in most U.S. markets, according to in-
dustry newsletter Beer Marketer’s
Insights. The brewer declined to pro-
vide pricing details.

By Jung-Ah Lee

SEOUL—Liquid-crystal-display
maker LG Display Co. plans to build
an advanced panel manufacturing
plant in southern China that could
cost more than $3 billion.

LG Display said it has signed a
nonbinding memorandum of under-
standing with the Guangzhou gov-
ernment to build its first LCD manu-
facturing facility in China.

Following the news, the world’s
biggest LCD panel supplier by sales,
Samsung Electronics Co., said it is
also interested in building a flat-
panel manufacturing plant in China,
but it didn’t elaborate. Currently, the
two LCD makers only have plants in
China that assemble panels shipped
from plants in South Korea.

The companies join other panel

makers who are expanding produc-
tion and cooperation with mainland
China in an effort to tap growing de-
mand in the region.

China unveiled a stimulus pack-
age to spur rural consumers to pur-
chase more electronic goods earlier
this year. Thanks partly to that move,
demand for LCD televisions and com-
puters has been robust this year
from the mainland despite tepid de-
mand from the U.S. and Europe.

“China’s LCD market is growing
rapidly, so we felt it’s necessary to
manufacture LCDs from the region
in the long run,” said LG Display
spokesman Park Sang-bae.

LG Display said the new plant
will use advanced technology, mean-
ing it can make LCD panels measur-
ing 50-inches diagonally. Such pan-
els are used in LCD televisions.

South Korea’s government also
said Tuesday that Samsung and LG
Electronics Inc. have agreed to pur-
chase LCD panels from one another
from the end of September in a rare
move by the two hometown rivals.

The move will likely be a threat
to Taiwanese LCD makers such as
AU Optronics Corp. and Chi Mei Op-
toelectronics Corp. because the
deal would replace LCD imports
from Taiwan. The South Korean gov-
ernment said it expects the deal to
improve the country’s trade balance
by about $83 million.

An AU Optronics spokeswoman
declined to comment, while a Chi
Mei Optoelectronics representative
wasn’t available to comment.
 —Alex Pevzner

and Charmian Kok in Taipei
contributed to this article.

By Miguel Bustillo

And Iain McDonald

Home-improvement retailer
Lowe’s Cos. is expanding into Aus-
tralia through a new venture with
that nation’s top retailer, Wool-
worths Ltd.

The retailers announced a part-
nership that will bring Lowe’s-style
big-box stores to Australia starting
in 2011. It is the first foray outside of
North America for Lowe’s, which
also has branches in Canada and
Mexico, and the first joint venture of
its kind for the company.

The alliance will be two-thirds
owned by Woolworths, the largest re-
tailer in Australia and New Zealand,
and one-third by Lowe’s, which esti-
mates that it will pump US$100 mil-
lion into the initial rollout each year
for four years starting in 2010.

The two hope that a move into
Australia’s home-improvement
market will benefit from a pickup
in the country’s housing sector af-
ter a mild downturn, with low in-
terest rates and generous govern-
ment grants for first-time home
buyers set to push up house con-
struction sharply by the end of
2009.

“We think it’s a great time to
start a business as the economy
starts to tick up,” Woolworths Chief
Executive Michael Luscombe said.

Australia is unusual in that com-
parable markets in other countries
have at least two or three big-box
format store chains, whereas Austra-
lia has just one, he said.

As part of the venture, Wool-
worths and Lowe’s have made a rec-
ommended offer for Danks Hold-
ings Ltd., Australia’s second-largest
hardware distributor, valued at
13.50 Australian dollars (US$11.31) a
share, or A$87.6 million.

Danks will give the joint venture
exposure to about 560 smaller, inde-
pendent retailers in the sector.

The move is a threat to Austra-
lian conglomerate Wesfarmers
Ltd., which owns Bunnings, Austra-

lia’s largest wholly-owned home-im-
provement retailer.

Bunnings operates roughly 250
stores, has about one-fifth of the mar-
ket share and has been a source of
stability for Wesfarmers as it tries to
turn around Australia’s second-larg-
est supermarket chain, Coles.

Bunnings released a statement
Tuesday saying it “relishes” the op-
portunity to compete with a new en-
trant in what it estimates to be the
A$36 billion home-improvement
market in Australia. The company
said it has been aware of Wool-
worths’ intention to enter the mar-
ket for more than six months.

Woolworths’ and Lowe’s new Aus-
tralian stores will be more than
100,000 square feet and will have a
unique brand name, which has yet to
be determined, Lowe’s executives said.

“The whole concept comes down
to two good retailers deciding to fo-
cus on what they do best to create a
winning formula for consumers in
Australia,” said Greg Bridgeford, ex-
ecutive vice president of business
development at Lowe’s.

Woolworths has already secured
rights to 12 locations in Australia,
and is in the process of securing 15
more, company officials said, declin-
ing to reveal where. The partners
plan to nail down more than 150
sites over the next five years.

It approached Lowe’s, which is
based in Mooresville, N.C., about the
joint venture in March after conclud-
ing that Woolworths needed an ex-
pert hand to enter the home-improve-
ment field, Mr. Bridgeford said.
 —Cynthia Koons

contributed to this article.
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Burger King Holdings Inc.

Profit up a solid 16%
despite sales weakness

Burger King Holdings Inc.’s
sales took a hit from a weak global
economy in the company’s fiscal
fourth quarter, but profit rose 16%
on better restaurant margins, refran-
chising gains and a lower tax rate.
Burger King, the world’s second-
largest hamburger chain by sales be-
hind McDonald’s Corp., expects to
see “soft” sales through Christmas
with results improving in the sec-
ond half of its fiscal year if con-
sumer sentiment improves. For the
quarter ended June 30, the company
reported a profit of $58.9 million, or
43 cents a share, up from $50.6 mil-
lion, or 37 cents a share, a year ear-
lier. Revenue dipped 2.4% to $629.9
million, while comparable-store
sales fell by the same margin.

Natixis SA

French bank Natixis SA sus-
pended trading in its shares Tues-
day and said it will bring forward the
publication of its second-quarter
earnings to Wednesday from Thurs-
day following a news report that its
parent bank BPCE may guarantee
some of its toxic assets. Natixis, one
of the French banks hardest hit by
the financial crisis, said it had re-
quested that its shares be sus-
pended for the whole of Tuesday, un-
til its results, along with those of
BPCE, are published before the mar-
ket opens Wednesday. The measures
came after French daily Les Échos re-
ported earlier Tuesday that BPCE,
which owns 71.54% of Natixis, would
be willing to provide formal guaran-
tees for risky and toxic assets.

Staples Inc.

Staples Inc.’s fiscal second-quar-
ter earnings fell 38% as companies
and consumers continued to re-
strain their spending, particularly
on bigger purchases. But the office-
products retailer’s same-store sales
in the U.S. and Canada fell less than
they had in recent quarters. To lure
in foot traffic, Staples joined the
ranks of retailers deeply discount-
ing. For the quarter ended Aug. 1,
the company posted a profit of
$92.4 million, or 13 cents a share,
down from $150.2 million, or 21
cents a share, a year earlier. The lat-
est results included three cents a
share in restructuring costs. Reve-
nue increased 9% to $5.53 billion,
boosted by Corporate Express,
which Staples bought a year ago.

Executive Travel Program

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

www.thinkmediaoutdoor.be
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EFG-Hermes Saudi Arabia Equity EA EQ SAU 08/18 SAR 5.59 18.0 NS NS
EFG-Hermes Telecom OT EQ BMU 07/31 USD 29.36 14.5 –10.6 –7.9

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 08/24 USD 322.34 31.3 5.0 4.9
Sel Emerg Mkt Equity GL EQ GGY 08/24 USD 188.92 44.2 –11.9 –9.9
Sel Euro Equity EUR US EQ GGY 08/24 EUR 92.42 22.8 –17.8 –21.3
Sel European Equity EU EQ GGY 08/24 USD 175.42 27.6 –21.4 –20.0
Sel Glob Equity GL EQ GGY 08/24 USD 178.25 24.1 –20.1 –19.2
Sel Glob Fxd Inc GL BD GGY 08/24 USD 136.76 6.0 –3.9 –1.8
Sel Pacific Equity AS EQ GGY 08/24 USD 130.66 44.5 –5.8 –8.0
Sel US Equity US EQ GGY 08/24 USD 115.49 14.6 –22.8 –17.8
Sel US Sm Cap Eq US EQ GGY 08/24 USD 161.03 23.1 –22.8 –19.2

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 08/24 EUR 25.27 –3.7 –46.7 –47.1
MP-TURKEY.SI OT OT SVN 08/24 EUR 31.87 63.2 –17.2 –16.9

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 08/24 EUR 3.17 51.0 –56.4 –41.1
Parex Eastern Europ Bal OT OT LVA 08/24 EUR 12.54 46.2 –8.9 –4.8
Parex Eastern Europ Bd EU BD LVA 08/24 USD 13.40 53.7 –4.8 0.2
Parex Russian Eq EE EQ LVA 08/24 USD 16.17 86.7 –33.2 –19.0

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 08/25 USD 150.50 35.7 –11.3 –14.3
PF (LUX)-Asian Eq-Pca AS EQ LUX 08/25 USD 143.65 35.0 –12.0 –15.1
PF (LUX)-Biotech-Pca OT EQ LUX 08/24 USD 281.36 –1.3 –24.0 –5.4
PF (LUX)-CHF Liq-Pca CH MM LUX 08/24 CHF 124.20 0.2 0.4 1.3
PF (LUX)-CHF Liq-Pdi CH MM LUX 08/24 CHF 93.75 0.2 0.4 1.3
PF (LUX)-Digital Comm-Pca OT EQ LUX 08/24 USD 102.35 25.9 –4.1 –8.5
PF (LUX)-East Eu-Pca EU EQ LUX 08/24 EUR 263.53 97.4 –27.5 –22.3
PF (LUX)-Emg Mkts-Pca GL EQ LUX 08/25 USD 453.36 49.0 –17.0 –13.3
PF (LUX)-Eu Indx-Pca EU EQ LUX 08/24 EUR 94.12 23.1 –13.8 –17.5
PF (LUX)-EUR Bds-Pca EU BD LUX 08/24 EUR 380.70 1.9 5.2 2.3
PF (LUX)-EUR Bds-Pdi EU BD LUX 08/24 EUR 289.71 1.9 5.2 2.3
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 08/24 EUR 142.31 13.9 8.9 3.9
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 08/24 EUR 100.04 13.9 8.9 3.9
PF (LUX)-EUR HiYld-Pca EU BD LUX 08/24 EUR 130.19 44.4 –1.9 –4.5
PF (LUX)-EUR HiYld-Pdi EU BD LUX 08/24 EUR 75.47 44.4 –1.9 –4.5
PF (LUX)-EUR Liq-Pca EU MM LUX 08/24 EUR 135.81 0.9 1.9 2.9
PF (LUX)-EUR Liq-Pdi EU MM LUX 08/24 EUR 97.87 0.9 1.9 2.9
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 08/24 EUR 102.38 0.5 1.6 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 08/24 EUR 101.02 0.5 1.6 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 08/24 EUR 374.15 22.3 –17.8 –22.8
PF (LUX)-EuSust Eq-Pca EU EQ LUX 08/24 EUR 123.30 21.9 –14.3 –20.5
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 08/24 USD 230.16 21.5 14.2 10.2
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 08/24 USD 156.57 21.5 14.2 10.2
PF (LUX)-Gr China-Pca AS EQ LUX 08/25 USD 307.90 44.7 –1.8 –7.6
PF (LUX)-Indian Eq-Pca EA EQ LUX 08/25 USD 306.19 59.8 –3.9 –6.5
PF (LUX)-Jap Index-Pca JP EQ LUX 08/25 JPY 9271.74 13.8 –22.3 –21.7
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 08/25 JPY 8107.72 11.1 –27.2 –26.9
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 08/25 JPY 7881.42 10.6 –27.6 –27.3
PF (LUX)-JpEq130/30-Pca JP EQ LUX 08/25 JPY 4571.71 16.4 –21.8 –21.7
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 08/24 USD 47.68 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 08/25 USD 234.55 48.1 –6.3 –8.0
PF (LUX)-Piclife-Pca CH BA LUX 08/24 CHF 765.48 11.0 –3.4 –5.9
PF (LUX)-PremBrnds-Pca OT EQ LUX 08/24 EUR 56.36 27.7 –9.8 –16.8
PF (LUX)-Rus Eq-Pca OT OT LUX 08/24 USD 49.24 115.6 –33.5 NS
PF (LUX)-Security-Pca GL EQ LUX 08/24 USD 87.52 22.5 –9.5 –12.0
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 08/24 EUR 424.57 30.1 –16.2 –19.8
PF (LUX)-US Eq-Ica US EQ LUX 08/24 USD 93.87 15.0 –20.6 –13.3
PF (LUX)-USA Index-Pca US EQ LUX 08/24 USD 83.07 14.6 –19.3 –15.5
PF (LUX)-USD Gov Bds-Pca US BD LUX 08/24 USD 508.15 –4.2 4.9 5.9
PF (LUX)-USD Gov Bds-Pdi US BD LUX 08/24 USD 372.87 –4.2 4.9 5.9
PF (LUX)-USD Liq-Pca US MM LUX 08/24 USD 130.96 0.6 1.2 2.3

PF (LUX)-USD Liq-Pdi US MM LUX 08/24 USD 85.51 0.6 1.2 2.3
PF (LUX)-USD Sov Liq-Pca OT OT LUX 08/24 USD 101.57 0.3 1.3 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 08/24 USD 100.85 0.3 1.2 NS
PF (LUX)-Water-Pca GL EQ LUX 08/24 EUR 114.89 11.5 –16.1 –13.7
PF (LUX)-WldGovBds-Pca GL BD LUX 08/25 USD 163.40 –0.9 8.6 8.4
PF (LUX)-WldGovBds-Pdi GL BD LUX 08/25 USD 135.25 –0.9 8.2 8.4

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 08/24 USD 11.38 45.2 –9.5 –10.8
Japan Fund USD JP EQ IRL 08/25 USD 16.83 14.6 16.4 –1.9
Polar Healthcare Class I USD OT OT IRL 08/24 USD 11.88 NS NS NS
Polar Healthcare Class R USD OT OT IRL 08/24 USD 11.88 NS NS NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 07/31 USD 123.37 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 07/31 USD 129.28 5.0 17.6 11.1
Europn Forager USD B OT OT CYM 07/31 USD 201.50 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 08/19 USD 104.18 80.6 1.5 2.6

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 08/24 EUR 657.69 16.7 –17.1 NS
Core Eurozone Eq B EU EQ IRL 08/24 EUR 779.16 18.5 –13.5 NS
Euro Fixed Income A EU BD IRL 08/24 EUR 1194.25 5.5 –1.4 –2.9
Euro Fixed Income B EU BD IRL 08/24 EUR 1272.27 5.9 –0.8 –2.3
Euro Small Cap A EU EQ IRL 08/24 EUR 1117.14 31.8 –18.2 –24.8
Euro Small Cap B EU EQ IRL 08/24 EUR 1194.13 32.3 –17.7 –24.4
Eurozone Agg Eq A EU EQ IRL 08/24 EUR 609.18 22.6 –16.6 –21.0
Eurozone Agg Eq B EU EQ IRL 08/24 EUR 873.62 23.1 –16.1 –20.6
Glbl Bd (EuroHdg) A GL BD IRL 08/24 EUR 1333.46 11.4 4.5 2.0
Glbl Bd (EuroHdg) B GL BD IRL 08/24 EUR 1412.38 11.8 5.2 2.6
Glbl Bd A EU BD IRL 08/24 EUR 1064.15 8.5 8.0 1.1
Glbl Bd B EU BD IRL 08/24 EUR 1130.93 9.0 8.7 1.7
Glbl Real Estate A OT EQ IRL 08/24 USD 804.23 20.6 –25.5 –22.3
Glbl Real Estate B OT EQ IRL 08/24 USD 827.36 21.1 –25.0 –21.9
Glbl Real Estate EH-A OT EQ IRL 08/24 EUR 731.57 16.6 –26.9 –23.8
Glbl Real Estate SH-B OT EQ IRL 08/24 GBP 68.56 15.6 –27.7 –23.5
Glbl Strategic Yield A EU BD IRL 08/24 EUR 1444.33 27.8 –0.6 –0.9
Glbl Strategic Yield B EU BD IRL 08/24 EUR 1542.43 28.3 0.0 –0.3
Japan Equity A JP EQ IRL 08/24 JPY 12482.00 20.8 –16.6 –21.2
Japan Equity B JP EQ IRL 08/24 JPY 13275.00 21.2 –16.1 –20.8
PacBasn (Ex-Jap) Eq A AS EQ IRL 08/24 USD 1981.21 54.0 1.2 –7.8
PacBasn (Ex-Jap) Eq B AS EQ IRL 08/24 USD 2109.91 54.6 1.8 –7.2
Pan European Eq A EU EQ IRL 08/24 EUR 899.04 25.1 –15.7 –19.8
Pan European Eq B EU EQ IRL 08/24 EUR 956.36 25.6 –15.3 –19.3
US Equity A US EQ IRL 08/24 USD 799.72 19.5 –21.0 –15.7
US Equity B US EQ IRL 08/24 USD 854.43 20.0 –20.5 –15.2
US Small Cap A US EQ IRL 08/24 USD 1181.61 17.5 –23.2 –17.4
US Small Cap B US EQ IRL 08/24 USD 1263.22 18.0 –22.7 –16.9

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 08/25 EUR 13.66 –3.3 16.1 12.4
Asset Sele C H-CHF OT OT LUX 08/25 CHF 94.94 NS NS NS
Asset Sele C H-GBP OT OT LUX 08/25 GBP 95.80 NS NS NS
Asset Sele C H-JPY OT OT LUX 08/25 JPY 9533.50 NS NS NS
Asset Sele C H-NOK OT OT LUX 08/25 NOK 109.55 –2.7 NS NS
Asset Sele C H-SEK OT OT LUX 08/25 SEK 137.30 –3.7 17.0 12.8
Asset Sele C H-USD OT OT LUX 08/25 USD 95.75 NS NS NS
Asset Sele D H-SEK OT OT LUX 08/25 SEK 128.85 –3.7 NS NS
Choice Global Value -C- GL EQ LUX 08/25 SEK 69.75 15.9 –20.8 –25.1
Choice Global Value -D- OT OT LUX 08/25 SEK 66.83 15.9 –20.9 NS
Choice Global Value -I- OT OT LUX 08/25 EUR 6.16 26.6 –25.8 –27.0
Choice Japan Fd -C- OT OT LUX 08/25 JPY 50.25 11.8 –22.3 –23.3
Choice Japan Fd -D- OT OT LUX 08/25 JPY 45.18 11.8 –22.3 –23.3
Choice Jpn Chance/Risk JP EQ LUX 08/25 JPY 52.85 18.0 –25.7 –25.5
Choice NthAmChance/Risk US EQ LUX 08/25 USD 3.67 30.9 –23.4 –13.3
Ethical Europe Fd OT OT LUX 08/25 EUR 1.84 22.9 –21.3 –23.4
Europe 1 Fd OT OT LUX 08/25 EUR 2.63 26.0 –20.6 –23.2
Europe 3 Fd EU EQ LUX 08/25 EUR 3.78 23.7 –21.8 –23.9
Global Chance/Risk Fd GL EQ LUX 08/25 EUR 0.55 17.8 –17.5 –18.9
Global Fd -C- OT OT LUX 08/25 USD 1.98 19.0 –21.2 –17.3
Global Fd -D- OT OT LUX 08/25 USD 1.24 19.0 NS NS
Nordic Fd OT OT LUX 08/25 EUR 5.29 29.1 –9.0 –13.8

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 08/25 USD 6.52 43.8 –3.4 –9.9
Choice Asia ex. Japan -D- OT OT LUX 08/25 USD 1.15 43.8 NS NS

Currency Alpha EUR -IC- OT OT LUX 08/25 EUR 10.43 –4.4 –2.7 1.1
Currency Alpha EUR -RC- OT OT LUX 08/25 EUR 10.35 –4.8 –3.1 0.6
Currency Alpha SEK -ID- OT OT LUX 08/25 SEK 97.03 –8.2 –6.6 NS
Currency Alpha SEK -RC- OT OT LUX 08/25 SEK 104.21 –4.8 –3.1 0.6
Generation Fd 80 OT OT LUX 08/25 SEK 7.35 15.2 –9.5 NS
Nordic Focus EUR NO EQ LUX 08/25 EUR 71.82 44.0 –13.9 NS
Nordic Focus NOK NO EQ LUX 08/25 NOK 76.85 44.0 –13.9 NS
Nordic Focus SEK NO EQ LUX 08/25 SEK 77.06 44.0 –13.9 NS
Russia Fd OT OT LUX 08/25 EUR 6.76 102.7 –27.5 –19.3

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 08/25 USD 1.66 19.6 –19.4 –16.2
Ethical Glbl Fd -C- OT OT LUX 08/25 USD 0.77 14.8 NS NS
Ethical Glbl Fd -D- OT OT LUX 08/25 USD 0.75 25.8 –15.8 –15.9
Ethical Sweden Fd NO EQ LUX 08/25 SEK 39.43 43.0 9.1 –8.2
Index Linked Bd Fd SEK OT BD LUX 08/25 SEK 12.93 1.5 1.9 4.4
Medical Fd OT EQ LUX 08/25 USD 3.05 6.3 –14.2 –8.3
Short Medium Bd Fd SEK NO MM LUX 08/25 SEK 8.80 1.1 1.7 2.7
Technology Fd -C- OT OT LUX 08/25 USD 0.18 NS NS NS
Technology Fd -D- OT OT LUX 08/25 USD 2.22 42.3 –10.9 –7.9
World Fd -C- OT OT LUX 08/25 USD 27.46 NS NS NS
World Fd -D- OT OT LUX 08/25 USD 2.08 29.9 –9.4 –9.3

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 08/25 EUR 1.27 0.1 0.1 1.4
Short Bond Fd EUR -D- OT OT LUX 08/25 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 08/25 SEK 21.93 1.7 1.9 2.8
Short Bond Fd USD US MM LUX 08/25 USD 2.49 –0.2 0.4 1.5

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 08/25 SEK 10.23 1.5 –1.0 0.3
Alpha Bond Fd SEK -B- NO BD LUX 08/25 SEK 8.85 1.5 –1.0 0.3
Alpha Bond Fd SEK -C- NO BD LUX 08/25 SEK 25.60 1.5 –1.2 0.2
Alpha Bond Fd SEK -D- NO BD LUX 08/25 SEK 7.97 1.5 –1.2 0.2
Alpha Short Bd SEK -A- NO MM LUX 08/25 SEK 11.07 2.5 2.7 3.3
Alpha Short Bd SEK -B- NO MM LUX 08/25 SEK 10.13 2.5 2.7 3.3
Alpha Short Bd SEK -C- NO MM LUX 08/25 SEK 21.66 2.4 2.5 3.2
Alpha Short Bd SEK -D- NO MM LUX 08/25 SEK 8.20 2.4 2.5 3.2
Bond Fd SEK -C- NO BD LUX 08/25 SEK 42.23 1.6 9.8 6.1
Bond Fd SEK -D- NO BD LUX 08/25 SEK 12.26 1.7 9.9 5.5
Corp. Bond Fd EUR -C- EU BD LUX 08/25 EUR 1.22 11.9 3.8 1.5
Corp. Bond Fd EUR -D- EU BD LUX 08/25 EUR 0.93 12.0 3.9 1.4
Corp. Bond Fd SEK -C- NO BD LUX 08/25 SEK 12.08 12.5 0.0 0.3
Corp. Bond Fd SEK -D- NO BD LUX 08/25 SEK 9.14 12.5 0.0 0.4
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 08/25 EUR 103.44 –0.4 4.1 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 08/25 EUR 107.87 4.1 8.7 NS
Danish Mortgage Bond Fd SEK -ID- OT OT LUX 12/17 SEK 121.91 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 08/25 SEK 1086.61 4.1 8.7 NS
Flexible Bond Fd -C- NO BD LUX 08/25 SEK 21.33 2.2 5.7 4.4
Flexible Bond Fd -D- NO BD LUX 08/25 SEK 11.67 2.2 5.7 4.4

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 08/25 USD 2.32 51.1 –8.1 –6.3
Eastern Europe Fd OT OT LUX 08/25 EUR 2.40 38.1 –20.9 –19.9

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 08/25 SEK 25.48 51.8 10.4 –15.2
Eastern Europe SmCap Fd OT OT LUX 08/25 EUR 2.16 62.2 –24.9 –26.2
Europe Chance/Risk Fd EU EQ LUX 08/25 EUR 967.14 26.8 –23.9 –25.2
Listed Private Equity -C- OT OT LUX 08/25 EUR 120.39 46.2 NS NS
Listed Private Equity -IC- OT OT LUX 08/25 EUR 70.01 69.5 NS NS
Listed Private Equity -ID- OT OT LUX 08/25 EUR 67.96 64.8 NS NS
Nordic Small Cap -C- OT OT LUX 08/25 EUR 119.08 NS NS NS
Nordic Small Cap -IC- OT OT LUX 08/25 EUR 119.32 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 08/25 SEK 77.75 –2.9 –20.8 –13.4
Asset Sele Defensive Acc EUR -C- OT OT LUX 08/25 EUR 99.36 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 08/25 SEK 99.43 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 08/25 USD 100.67 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 08/25 SEK 71.03 –2.9 –20.8 –14.7
Asset Sele Opp C H NOK OT OT LUX 08/25 NOK 100.78 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 08/25 SEK 99.76 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 08/25 EUR 100.53 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 08/25 GBP 100.54 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 08/25 SEK 100.49 NS NS NS
Asset Sele Original C EUR OT OT LUX 08/25 EUR 100.81 NS NS NS
Asset Sele Original D GBP OT OT LUX 08/25 GBP 101.00 NS NS NS
Asset Sele Original ID GBP OT OT LUX 08/25 GBP 100.85 NS NS NS

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 08/13 USD 1004.47 6.8 NS NS

MENA Special Sits Fund OT OT BMU 07/30 USD 1066.11 9.8 NS NS
UAE Blue Chip Fund OT OT ARE 08/20 AED 5.62 22.5 –48.1 –18.3

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 08/24 EUR 29.36 3.5 –5.1 2.9
Bonds Eur Corp A OT OT LUX 08/21 EUR 22.59 8.9 4.2 0.8
Bonds Eur Hi Yld A OT OT LUX 08/21 EUR 18.85 41.8 –2.2 –5.9
Bonds EURO A OT OT LUX 08/24 EUR 40.83 3.4 9.3 5.4
Bonds Europe A OT OT LUX 08/24 EUR 39.27 3.7 8.9 4.9
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 –4.7 11.9 0.0
Bonds US OppsCoreplus A OT OT LUX 08/21 USD 35.77 13.4 13.3 8.7
Bonds World A OT OT LUX 08/24 USD 41.58 4.4 9.1 9.3
Eq. China A OT OT LUX 08/24 USD 21.30 42.5 8.1 –11.9
Eq. ConcentratedEuropeA OT OT LUX 08/24 EUR 25.41 23.4 –18.3 –20.9
Eq. Eastern Europe A OT OT LUX 08/24 EUR 19.92 50.8 –36.0 –28.7
Eq. Equities Global Energy OT OT LUX 08/24 USD 16.60 16.4 –31.3 –11.0
Eq. Euroland A OT OT LUX 08/21 EUR 9.95 8.6 –20.8 –23.1
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 08/21 EUR 16.22 18.1 –20.1 –17.1
Eq. EurolandFinancialA OT OT LUX 08/24 EUR 11.53 36.9 –14.3 –23.1
Eq. Glbl Emg Cty A OT OT LUX 08/24 USD 8.70 45.5 –12.1 –12.1
Eq. Global A OT OT LUX 08/24 USD 25.51 21.3 –16.1 –17.3
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 08/24 USD 25.27 20.9 7.5 4.3
Eq. Japan Sm Cap A OT OT LUX 08/24 JPY 1152.74 27.3 –3.9 –20.2
Eq. Japan Target A OT OT LUX 08/25 JPY 1831.76 17.0 –1.4 –9.3
Eq. Pacific A OT OT LUX 08/24 USD 9.05 41.7 –6.7 –11.6
Eq. US ConcenCore A OT OT LUX 08/24 USD 20.21 24.4 –14.4 –10.0
Eq. US Lg Cap Gr A OT OT LUX 08/24 USD 13.95 29.3 –25.6 –13.4
Eq. US Mid Cap A OT OT LUX 08/21 USD 26.60 32.7 –18.9 –12.5
Eq. US Multi Strg A OT OT LUX 08/24 USD 19.77 23.8 –23.8 –16.4
Eq. US Rel Val A OT OT LUX 08/24 USD 19.27 24.0 –22.7 –20.4
Eq. US Sm Cap Val A OT OT LUX 08/24 USD 15.23 17.7 –32.7 –24.6
Eq. US Value Opp A OT OT LUX 08/24 USD 15.10 16.5 –32.7 –25.4
Money Market EURO A OT OT LUX 08/24 EUR 27.36 0.9 2.4 3.3
Money Market USD A OT OT LUX 08/24 USD 15.83 0.5 1.4 2.5

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 08/25 JPY 9529.00 10.8 –20.8 –29.0
YMR-N Japan Fund OT OT IRL 08/25 JPY 10509.00 11.3 –21.8 –27.2
YMR-N Small Cap Fund OT OT IRL 08/25 JPY 7459.00 16.2 –12.5 –27.5

n Yuki 77 Series
Yuki 77 General JP EQ IRL 08/25 JPY 6530.00 10.6 –24.7 –28.2
Yuki 77 Growth JP EQ IRL 08/25 JPY 6075.00 2.7 –30.9 –33.2

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 08/25 JPY 6838.00 9.6 –24.1 –28.6
Yuki Chugoku JpnLowP JP EQ IRL 08/25 JPY 8638.00 5.5 –16.4 –22.7

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 08/25 JPY 7313.00 8.0 –25.3 –29.1

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 08/25 JPY 4828.00 6.1 –29.1 –29.0
Yuki Hokuyo Jpn Inc JP EQ IRL 08/25 JPY 5577.00 5.6 –23.6 –22.8
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 08/25 JPY 5471.00 16.3 –12.6 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 08/25 JPY 4621.00 8.8 –31.5 –32.1
Yuki Mizuho Jpn Dyn Gro OT OT IRL 08/25 JPY 4935.00 9.9 –31.0 –32.8
Yuki Mizuho Jpn Exc 100 OT OT IRL 08/25 JPY 7006.00 14.8 –24.7 –28.5
Yuki Mizuho Jpn Gen OT OT IRL 08/25 JPY 8894.00 10.9 –21.9 –29.1
Yuki Mizuho Jpn Gro OT OT IRL 08/25 JPY 6762.00 8.2 –20.4 –29.7
Yuki Mizuho Jpn Inc OT OT IRL 08/25 JPY 8079.00 1.6 –27.1 –26.4
Yuki Mizuho Jpn Lg Cap OT OT IRL 08/25 JPY 5348.00 7.3 –24.5 –28.2
Yuki Mizuho Jpn LowP OT OT IRL 08/25 JPY 12852.00 13.4 –10.2 –18.9
Yuki Mizuho Jpn PGth OT OT IRL 08/25 JPY 8509.00 11.4 –25.5 –30.1
Yuki Mizuho Jpn SmCp OT OT IRL 08/25 JPY 7498.00 22.3 –11.6 –26.8
Yuki Mizuho Jpn Val Sel OT OT IRL 08/25 JPY 6045.00 16.4 –17.2 –24.0
Yuki Mizuho Jpn YoungCo OT OT IRL 08/25 JPY 3079.00 29.0 –13.1 –34.1

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 08/25 JPY 5092.00 13.1 –29.5 –31.5

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 08/25 JPY 5610.00 10.0 –23.6 –29.5

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 08/14 GBP 1.01 7.3 NS NS
Global Absolute EUR OT OT NA 08/14 EUR 1.49 8.0 NS NS
Global Absolute USD OT OT GGY 08/14 USD 1.90 7.6 NS NS

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 08/21 USD 296.80 54.5 –52.7 –37.3
Antanta MidCap Fund EE EQ AND 08/21 USD 499.24 72.3 –63.9 –43.5
Meriden Opps Fund GL OT AND 07/22 EUR 74.42 –14.5 –28.2 NS
Meriden Protective Div OT OT AND 11/24 EUR 78.88 –2.8 NS NS

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

n SEB ALTERNATIVE INVESTMENT
SEB KEY Europe Equity Long Short

Key Europe Long/Short EUR -IC- OT OT LUX 07/31 EUR 88.04 3.7 –9.1 NS
Key Europe Long/Short EUR -RC- OT OT LUX 07/31 EUR 87.47 3.4 –9.6 NS

n SEB KEY Hedge

Key Hedge EUR -IC- OT OT LUX 07/31 EUR 98.83 9.2 0.0 NS
Key Hedge EUR-RC- OT OT LUX 07/31 EUR 98.22 8.7 –0.7 NS

n SEB KEY Market Independent II
Key Market Independent II EUR -RC- OT OT LUX 07/31 EUR 93.41 10.2 –3.3 NS
Key Market Independent II SEK -I- OT OT LUX 07/31 SEK 90.76 10.7 –3.4 NS

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 07/31 EUR 85.18 6.8 –12.7 NS
Key Recovery -RC- OT OT LUX 07/31 EUR 84.64 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 08/18 USD 41.86 –49.7 –13.7 1.8
Superfund GCT USD* OT OT LUX 08/18 USD 2151.00 –41.1 –16.4 0.9
Superfund Gold A (SPC) OT OT CYM 08/18 USD 842.43 –27.5 2.7 13.7
Superfund Gold B (SPC) OT OT CYM 08/18 USD 818.15 –39.3 –1.1 11.2
Superfund Q-AG* OT OT AUT 08/18 EUR 6386.00 –27.1 –6.6 4.3

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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Karzai rival Abdullah Abdullah displays a ballot at a news conference in Kabul Tuesday, while claiming election irregularities.

By Matthew Rosenberg

And Anand Gopal

KABUL—President Hamid Kar-
zai and Abdullah Abdullah have
about 40% of votes each in the race
to lead Afghanistan, with ballots
counted from about 10% of polling
stations, suggesting a close election
so far that appeared to defy fears
that widespread fraud would yield a
skewed result.

The results released Tuesday
are preliminary. Analysts and dip-
lomats cautioned they
were too few and too scat-
tered geographically to
use as a basis for project-
ing an ultimate winner of
the presidency. Turnout
figures haven’t yet been re-
vealed, leaving it unclear
how effective the Tali-
ban’s campaign of vio-
lence and intimidation
was in scaring voters
away. Last week’s presi-
dential election had a field
of nearly three dozen candidates.

The Independent Election Com-
mission said Mr. Karzai had 40.6%
and Dr. Abdullah has 38.7% of the
roughly 524,000 valid votes so far
tallied. About 31,000 votes were
thrown out for problems such as
two candidates being marked. The
commission said it plans to release
more results as they become avail-
able each day.

Final, certified results won’t be
announced until mid- or late Sep-
tember, although a complete prelim-
inary tally should be available be-
fore then. The results released Tues-
day represented 10% of the nation’s
24,367 polling stations.

Still, analysts said the results ap-
peared to favor Mr. Karzai because
so few votes had been tallied from

the parts of southern and eastern Af-
ghanistan where the president’s sup-
port is strongest.

“Many of the early results are
from areas closer to Kabul, where
Abdullah has some support,” said
Haroun Mir, the co-founder of Kab-
ul’s Afghanistan Center for Re-
search and Policy Studies. “As we
get results from the southern prov-
inces and some of the northern ar-
eas where Karzai has much more
support than Abdullah, the pic-
ture will change and Karzai’s lead

will grow.”
Despite the small and

statistically insignificant
sample, the Karzai cam-
paign was encouraged.

“We have the lead, and
we expect this lead to in-
crease in the coming days,”
said a campaign spokesman,
Waheed Omar. “We don’t ex-
pect a second round. Based
on what we’ve seen, we are
pretty confident that we will
win in one round.”

A second-round runoff between
the two top vote-getters will be
needed if no candidate garners
more than 50% of the vote. But, Mr.
Omar added: “too much cannot be
read into the results.”

Despite the closeness of the race
revealed in results so far, the cam-
paign teams on both sides contin-
ued to claim fraud, raising concerns
among U.S. and allied officials that
whoever wins will end up tainted
and too weak to present an effective
alternative to the resurgent Taliban.

In the six days since the vote, Af-
ghanistan’s political scene has be-
come acrimonious, with the two
leading candidates’ campaigns de-
claring victory and each accusing
the other of stuffing ballot boxes
and intimidating voters.

The accusations of fraud are “not
just allegations—it happened so
much that it would not be right if we
just said ‘OK, because we are so
close right now we’re going to for-
get that,’ ” said Nasrine Gross, an ad-
viser to Dr. Abdullah.

“What we are afraid of is that we
are going to hear this every few days—
Karzai is just a few votes ahead, Kar-
zai is just a few votes ahead—and
then at the end he’s going to be
ahead and he’s going to be the win-
ner,” she said. “We know that could
only happen if there is rigging.”

On Tuesday, before the results
were released, Dr. Abdullah pre-
sented what he said was video foot-
age showing Karzai supporters
stuffing ballot boxes in parts of
southern and eastern Afghanistan
where the president’s support is
highest.

In one video, a young man is seen
stuffing a box with ballots marked
for Mr. Karzai. Someone from be-
hind him says: “Aren’t you from Ra-
mazan Bashardost’s province? You
should put some ballots in there for
him, too.” Mr. Bashardost is another

candidate; he is currently running
third in the tally. Later in the video,
the man tells someone else: “I’m just
doing my job.”

Mr. Omar dismissed the pur-
ported proof as “part of a political
campaign. They have no substance.”

He accused Abdullah supporters
of engaging in the same kind of
fraud. “We have the same type of ma-
terial that Dr. Abdullah has,” Mr.
Omar said.
 —Yaroslav Trofimov

in Herat, Afghanistan,
contributed to this article.

Afghan election looks too close to call
Karzai, Abdullah each have 40% of vote in preliminary returns; impact of Taliban campaign remains unclear

U.S. and allies plan to bolster Afghan units in Kandahar

Hamid Karzai

By Yochi J. Dreazen

KANDAHAR, Afghanistan—The
U.S. and its allies are planning to rein-
force Afghan police and army units
guarding Kandahar with American
and Canadian troops, a move that ac-
knowledges the deteriorating condi-
tion of the south’s largest city.

According to senior military offi-
cials, U.S. and Canadian soldiers will
for the first time deploy to bases on
the outskirts of the city. The local Af-
ghan forces will be bolstered by an
expanded number of embedded
American trainers.

The plan represents a high-
stakes wager that the Afghans have
the ability to keep Kandahar safe, a
mission they and NATO forces have
so far largely been unable to accom-
plish. It is also a tacit admission that
the U.S. and its NATO allies erred by
sending troops to sparsely inhabited
parts of eastern and southern Af-
ghanistan instead of to major popula-
tion centers, such as Kandahar.

NATO has grown increasingly
concerned about Taliban encroach-
ment into Kandahar, the militant
group’s spiritual birthplace. Nearly
4,000 Marines are embroiled in a
major offensive in neighboring Hel-
mand province and military officials
say the Taliban appear to have taken
advantage of the fighting to infil-

trate the city with significant num-
bers of operatives.

In a sign of the escalating vio-
lence that has accompanied election
season, Kandahar was rocked Tues-
day by five simultaneous car bombs
that killed at least 41 people and
wounded at least 66, the Associated
Press reported, citing local officials.
The blast, which flattened several
buildings, appeared to target a Japa-
nese construction company that em-
ployees mostly Pakistani engineers.
Also Tuesday, the U.S. military an-
nounced that a bomb blast killed four
soldiers in southern Afghanistan,
pushing this year’s death toll of for-
eign soldiers to 295, more than the
number who died in all of last year.

The Taliban runs shadow courts
throughout the city, taxes local busi-
nesses and has stepped up an assassi-
nation campaign against government
officials, according to U.S. officials.

In recent interviews, several
longtime residents of the city said
that Taliban militants were rou-
tinely posting on walls and handing
out so-called night letters threaten-
ing violence against those who don’t
abide by their decrees.

“It’s vulnerable,” said Brig. Gen.
Jonathan Vance, who commands
the 2,800 Canadian troops in Kanda-
har province. “I don’t see it as pre-
carious; but if we don’t address it

more thoroughly we could be in
deep trouble.”

The Obama administration is try-
ing to change the dynamics by send-
ing tens of thousands of additional
troops into Afghanistan while imple-
menting a new counterinsurgency
strategy that stresses the impor-
tance of protecting the population
from attack and building strong rela-
tionships with local residents.

The new top American com-
mander in Afghanistan, Gen. Stan-
ley McChrystal, has indicated that
he will redeploy forces out of
sparsely populated areas. More
than 3,000 of the 21,000 American
reinforcements streaming into Af-
ghanistan have been earmarked for
Kandahar. That will more than dou-
ble the number of foreign troops in
the province.

Kandahar is one of the largest cit-
ies in Afghanistan, with a popula-
tion estimated at more than

800,000. The Taliban’s fugitive
leader, Mullah Omar, was born in
Kandahar and ran Afghanistan’s gov-
ernment from the city during the
Taliban’s years of power here.

The Taliban have mounted sev-
eral recent attempts to conquer Kan-
dahar militarily. In 2006, the Canadi-
ans blunted a major Taliban offen-
sive into the city, with heavy casual-
ties on both sides. Two years later,
the Afghan army rushed 1,000 sol-
diers into Kandahar to rebuff a simi-
lar Taliban advance.

Brig. Gen. John Nicholson, the
top U.S. commander in southern Af-
ghanistan, said American and NATO
officials opted against flooding the
city with foreign troops. “We assess
that putting coalition soldiers into
the city on a large scale would be
counterproductive and would feed
into enemy propaganda that the gov-
ernment was just being propped
up,” he said.

Senior U.S. military command-
ers also say they were heartened by
the Afghan forces’ performance dur-
ing last week’s national elections.

Under the plan, the U.S. would
send hundreds of the new troops
into Kandahar to train and live with
Afghan security forces. The Afghan
police and army will retain primary
responsibility for protecting the city
and reversing the recent Taliban en-

croachment, Gen. Nicholson said.
He said the bulk of the American

reinforcements will be deployed to
new bases on the main approaches
into the city, major population cen-
ters in their own right. Additional
forces will be sent to the Arghandab
River Valley, a fertile region of the
province that also houses a signifi-
cant share of the area’s population,
he said.

Kandahar has suffered from a
chronic shortage of U.S. and NATO
troops. Of the 2,800 Canadians de-
ployed to Kandahar, only about
1,200 were assigned to direct com-
bat against the Taliban in the prov-
ince, Gen. Vance said.

In the past, American and NATO
commanders focused primarily on
battling Taliban militants, station-
ing forces in violent and sparsely
populated areas of the country, such
as eastern Afghanistan’s Korengal
Valley. That strategy, combined
with the troop shortage, left larger
population centers vulnerable.

“We were in an environment
where we had to prioritize,” Gen.
Vance said in his office at a fortified
base near the city’s airport. “We
lacked the forces to progress be-
yond not losing.” Canada has lost
128 soldiers since 2002 in Kandahar,
one of the highest per-capita death
tolls of any NATO nation.
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The plan suggests
allies erred sending
troops to sparsely
inhabited areas.
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Times Ltd. stores up for sale
Chinese retail chain
could attract rival;
aim is $560 million

REUTERS NEWS SERVICE

ULAN BATOR, Mongolia—Mon-
golia welcomed Russia as its part-
ner in a uranium mining venture on
Tuesday as part of a wider pact to
boost cooperation in infrastructure
and farming, raising concerns for
the Canadian miner that owns the
deposit.

Russian and Mongolian state-
owned companies formed a
joint venture to develop the
Dornad deposit, which
holds seven times as much
uranium as Russia pro-
duced last year, after the So-
viet-era allies settled a
$150 million debt owed to
Moscow.

Toronto-listed Khan Re-
sources, which owns a 58%
interest in the mining li-
cense, is seeking to deter-
mine how Mongolia’s new
law on nuclear energy will
affect its investment in the country.

“We are having a joint-venture
meeting [Wednesday] with our part-
ners,” Khan Resources President
and CEO Martin Quick said.

“We will discuss the impact of
the new nuclear-energy law. It may
have a detrimental impact on the
project, so we need to canvass our
partners’ thoughts on that.”

Russia, which holds more than a
10th of the world’s uranium re-

serves, is positioning itself as a ma-
jor player in meeting growing de-
mand for uranium from the nuclear-
power industry.

President Dmitry Medvedev
led a delegation to Ulan Bator and
agreed with his Mongolian coun-
terpart, Tsakhiagiin Elbegdorj, to
settle a dispute over the unpaid
Mongolian debt to move ahead

with a series of joint in-
vestments.

“New infrastructure
and energy projects, the de-
velopment of atomic indus-
tries, processing uranium
ore—this is a future that
looks extremely interest-
ing to me,” Mr. Medvedev
said.

The joint venture also
comes after Mongolia’s leg-
islature passed a law in
July that gives the state
greater ownership over ura-

nium deposits.
The Mongolian state claims the

right to 51% of any strategic ura-
nium deposit.

Sergei Kiriyenko, head of Rus-
sian state nuclear company Rosa-
tom, called the uranium agreement
“an important political signal” and
said investment in the project
would reach “hundreds of millions
of dollars.” He declined to give an ex-
act figure.

Ex-president de Sèze plans return to PAI Partners

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

By Rick Carew

HONG KONG—Chinese super-
market chain Times Ltd.’s major-
ity shareholder has put the com-
pany up for sale, inviting bidders
in hopes of fetching more than
US$560 million for the retailer, ac-
cording to people familiar with
the situation.

The sale of the business, if com-
pleted, could mark a major step to-
ward consolidation in China’s frag-
mented retail sector.

Times operates primarily in
Jiangsu, a wealthy province on Chi-
na’s eastern seaboard that bor-
ders Shanghai. A takeover by a ri-
val retailer would provide a route
to rapid expansion into that mar-
ket.

The Hong Kong-listed company
is asking bidders to pay more than
five Hong Kong dollars (65 U.S.
cents) a share, according to the
people.

Bidders expected to make of-
fers for the business include Chi-
nese rivals Wumart Stores Inc.
and Lianhua Supermarket Hold-
ings Co., the people said.

Late Tuesday, Times said it is
“conducting a strategic review of

the full range of options available”
and has hired HSBC Holdings PLC
to advise the company.

In a statement to Hong Kong’s
stock exchange, it added “initial ex-
pressions of interest have been re-
ceived from certain parties,” but
didn’t name the bidders.

Times is 72.3% owned by its
70-year-old chairman, Kenneth
Fang, and his family.

Times’ shares rose nearly 12%
in trading Tuesday to HK$4.19 be-
fore shares were suspended mid-

day, not long after The Wall Street
Journal reported on Dow Jones
Newswires that the company was
contemplating a sale. The stock
will resume trading Wednesday.

Times raised US$113 million by
selling shares to the public in July
2007 after Wumart backed out of
an agreement to buy half of the
company for around US$150 mil-
lion in cash and shares earlier that
year. Investors bought into the re-
tailer’s initial public offering at
HK$4.18.

The retailer booked a 137.3 mil-
lion yuan (US$20.1 million) net
profit last year on four billion
yuan in revenue, which rose 19%.

At the end of last year, the com-
pany operated 66 hypermarkets
and supermarkets in China. Hyper-
markets sell food and nonfood
items, combining the offerings of
a department store and supermar-
ket.

China’s retail sector has
emerged from the financial crisis
as a favorite of investors trying to
capitalize on China’s strong eco-
nomic rebound. Consolidation
within the sector is also expected
as stronger players try to build up
war chests for acquisitions.

Wumart recently raised money
for acquisitions from a consor-
tium of investors including U.S.
private-equity firm TPG. Earlier
this month, that consortium pur-
chased 11% of Wumart for HK$1.65
billion, or US$213 million.

Mongolia, Russia agree
to joint uranium mining

Dmitry
Medvedev
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Chairman Kenneth Fang and his family
own 72.3% of Times Ltd. The chain
operates primarily in the Jiangsu
province on China’s eastern seaboard.

Amaury de Sèze, chairman of the
supervisory board of French super-
market chain Carrefour SA, is set to
return to PAI Partners after a cou-
ple of surprise departure announce-
ments from the private-equity firm.

Mr. de Sèze was president of PAI
Partners from 1998 to October 2007
and led its independence from
French bank Paribas in 1999 after its
merger with Banque Nationale de
Paris to form BNP Paribas SA. He
was effectively succeeded at PAI by
Dominique Mégret, who took over
as chairman and chief executive of
the Paris-headquartered group.

Earlier this month, Mr. Mégret in-
formed an internal PAI committee
he would step down after more than
30 years at the firm and hand over
the chief executive role to Lionel Zin-
sou, a member of the firm’s execu-
tive committee who joined from in-
vestment bank Rothschild & Cie last
year.

Another member of the firm’s ex-
ecutive committee, Bertrand Meu-
nier, announced his departure at the
same time.

Their exits could trigger a “key-
man clause,” part of the contract
that allows investors in a private-
equity fund to suspend and poten-
tially end it if certain people leave.
But an adviser to the investors in
the fund said they were wary of en-
forcing it, given the disruption it
would cause.

PAI Partners is one of the oldest
and most experienced private-eq-
uity firms in Europe with its origins
dating back to Paribas Affaires In-
dustrielles, the historical principal
investment arm of Paribas. But it
has run into difficulties with its last
fund, which has Œ5.4 billion in com-
mitments that it raised last May, ac-
cording to French market sources
and PAI’s investors.

These difficulties included Ger-
man roofing materials supplier Mon-
ier, control of which passed to a con-
sortium of debt investors last
month. PAI subsequently wrote off

its Œ256 million investment in Mon-
ier.

Mr. de Sèze’s return would be
widely welcomed and the matter
will be discussed further at the
firm’s investors meeting next
month, according to people familiar
with the matter. Mr. Mégret said last
week he would relinquish the role of

chairman at the end of the year but
the change in chief executive would
be made “more quickly.”

Mr. de Sèze, 63, was unavailable
to comment. He was vice chairman
of the supermarket’s supervisory
board from 2006 until promoted to
chairman last May.
 —From Financial News

TOKYO—The Tokyo Stock Ex-
change said it will modify the listing
and delisting rules of its so-called
Mothers market for small compa-
nies to heighten its appeal and im-
prove retail-investor confidence.

The exchange set up Mothers,
or the Market of the High-Growth
and Emerging Stocks, for small and
start-up companies in 1999 with
less-stringent requirements.

Rules were stiffened after scan-
dals and financial difficulties led to
the delisting of some companies,
which resulted in a higher the bar
for businesses looking to go public.

Beginning in November, the ex-
change said it will delist companies
from the Mothers market if their
share prices fall to less than 10% of
their initial public offering prices
within three years of listing, and if
the prices don’t recover within nine
months of submitting business-im-
provement plans to the exchange.

Tokyo exchange
will toughen up
Mothers market
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Growth strategy
PAI Partners has been raising larger and larger funds.
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By Ashraf Khalil

CAIRO—Egypt has accelerated a
crackdown against the opposition
Muslim Brotherhood, amid uncer-
tainty over succession plans by Pres-
ident Hosni Mubarak and ahead of
next year’s parliamentary polls.

Authorities last week detained
30 Brotherhood members in the
city of Suez. Two days later, secu-
rity forces arrested seven midlevel
Brotherhood officials gathered for
a meeting in Cairo. The next day, of-
ficials rounded up an additional 18
members northeast of the capital.
Two detainees have since been re-
leased, but the 53 others rounded
up remain in custody without
charges.

The flurry of detentions appears
to be wider ranging than previous
crackdowns on the group, targeting
activists and Brotherhood leaders
seen as moderates and reform-
minded. In July, two prominent
young Brotherhood bloggers, Abdel

Rahman Ayyash and Magdy Saad,
were detained at Cairo’s airport.
They spent a week in custody before
being released.

In June, Abdel-Moneim Abul-Fot-
ouh, another prominent moderate
and a member of the Brotherhood’s
ruling guidance council,
was arrested. He remains
behind bars, uncharged, on
a rolling series of 15-day de-
tention orders, the latest
handed down Sunday.

Brotherhood officials
and some analysts say the
crackdown is the latest push
by Mr. Mubarak to marginal-
ize the group. It comes amid
renewed speculation over
Mr. Mubarak’s health and
succession plans and just a
little more than a year be-
fore the country’s next parliamen-
tary polls, slated for November 2010.

“It has become a zero-sum game,”
said Khalil al-Anani, an expert on Is-
lamist political movements. In a July

article published in the Daily News
Egypt newspaper, Mr. Anani wrote
that the Mubarak regime seeks “to
eradicate [the Brotherhood] com-
pletely from political life.”

Officials aligned with the govern-
ment suggest the crackdown has

more to do with public criti-
cism of Egypt’s muted reac-
tion to an Israeli military of-
fensive in the Gaza Strip
earlier this year. The Broth-
erhood organized public
demonstrations, in defi-
ance of a massive govern-
ment security lockdown to
prevent such protests.

In a January statement,
the group’s supreme guide,
Mahdi Akef, challenged the
regime to cut political and
economic ties with Israel,

and fully open the border with Gaza.
“The Brotherhood has been over-

stepping their role regarding foreign
policy,” said Abdel Moneim Said,
head of the Al Ahram Center for Polit-

ical and Strategic Studies, and a
member of the powerful Policies Sec-
retariat in the ruling National Demo-
cratic Party. Now the government,
he said, “wants to remind them of
the limits of the game.”

Efforts to obtain comment from
government officials were unsuc-
cessful. Egyptian officials typically
speak of the Brotherhood as a threat
to public order and often refuse to re-
fer to it by name in interviews, in-
stead calling it “the banned group.”

The 81-year old Mr. Mubarak has
ruled Egypt for almost three de-
cades. In June, he looked frail receiv-
ing U.S. President Barack Obama in
Cairo, triggering a fresh bout of spec-
ulation about his health.

The Brotherhood’s influence
here has fallen in recent years.
Technically outlawed, it still fields
Brotherhood-affiliated candidates
in Egyptian elections. In 2005,
those candidates won 20% of seats
in parliament, which triggered
roundups and detentions.

Cairo hardens move against opposition group

By Farnaz Fassihi

BEIRUT—Iran’s prosecutors on
Tuesday targeted the government’s
top opponents and called for the
elimination of the two major reform-
ist political parties, in the hardlin-
ers’ boldest attempt to consolidate
power and crush opposition.

The Revolutionary Court held its
fourth session in mass trials aimed
at linking the post-election crisis to
a plot funded by foreign countries to
overthrow the regime. Hundreds of
prominent reformers, politicians,
journalists, lawyers, student activ-
ists and feminists have been jailed
in a wave of arrests that followed
the controversial June 12 presiden-
tial election.

The trials, the first of their kind
in nearly two decades, have been
criticized abroad and by opposition
groups in Iran as “show trials” with
coerced confessions, aimed to ter-
rorize the public into submission
and silence the widening discon-
tent. However, the court proceeding
has shocked the nation and galva-
nized the opposition.

Reading the overall charges
against the defendants at the begin-
ning of the session, the prosecutor
called for maximum penalty for some
of the reformist leaders—in some
cases the charges could even carry the
death penalty—and asked the judge
to outlaw the Islamic Iran Participa-
tion Front and the Mojahedin of the Is-
lamic Revolution Organization, two
major opposition political parties.

Analysts say the move to outlaw
opposition political parties shows
President Mahmoud Ahmadinejad’s
government is broadening its case
against its opponents seeking to en-
sure with legal measures that the re-
formers will be officially banned
from politics.

In Tuesday’s court hearing,
viewed online, 19 defendants, all
well-known, appeared in court sit-
ting in rows facing the judge and in-
terspersed by security guards in uni-
form. Most of them looked gaunt, un-
shaved and hollow-eyed. They wore

freshly pressed gray prison garb
and occasionally turned to steal a
few words with one another in
hushed whispers. Some took notes;
some stared into space and a few
even dozed off.

Their background was varied but
they had been zealot revolutionar-
ies at one time, then transformed
into reformists and eventually oppo-
sition members harshly critical of
President Mahmoud Ahmadinejad.
They included a former deputy for-
eign minister, a former government
spokesperson, a former deputy
speaker of parliament, two promi-
nent newspaper editors and a re-
formist journalist Saeed Hajjarian,
who can barely speak or walk due to
an assassination attempt against
him several years ago. An American
citizen, scholar Kian Tajbakhsh, also
appeared in court and gave a
lengthy testimony.

Nine individuals took the stand to
give lengthy testimonies of their role
in the so-called velvet revolution.

Most of those who testified said
opposition member Mir Hossein

Mousavi and former President Mo-
hamad Khatami had masterminded
the political unrest, the violence in
the streets and the confrontation
with the regime.

“I believe that Mousavi started
this face-off with the government
by insisting elections were rigged.
He was delusional from the start
and it was his idea to bring people to
the streets,” said Shahebedin Taba-
tabae, a prominent member of the re-
form party and an adviser to Mr.
Mousavi’s campaign.

Many also pointed fingers at the
family of powerful cleric and former
President Ali Akbar Hashemi Rafsan-
jani. Mr.Rafsanjani’s son, Mehdi, was
accused of spending $2 million of
public funding to pay for Mr.
Mousavi’s campaign and creating a
Web site devoted to slandering Presi-
dent Mahmoud Ahmadinjead and his
government.

Mr.Rafsanjani’s nephew, Ali
Hashemi, was accused of encourag-
ing young people to take to the
streets in rallies and instigating vio-
lence by publishing fake polling

data that showed Mr.Mousavi had
won the race.

The opposition dismissed the al-
legations and called the court hear-
ing “a show trial” and warned that
the society had matured and didn’t
buy into the government’s narrative
about the election.

“Our people will not tolerate this
kind of insults against the great lead-
ers of the reform movement,” said
reformist lawmaker Siroos Sazdar
to Parlemannews Web site.

Meanwhile reports of abuse, tor-
ture, rape and murder have surfaced
from inside the prisons.

A committee of lawmakers vis-
ited Behesht Zahra cemetery Tues-
day to investigate reports of un-
marked mass graves that hold 44
bodies of victims killed during pro-
tests or in detention, according to
the Parliament news Web site. Ira-
nian blogs reported that the head of
the cemetery complex, Mahmoud
Rezaeian, was discharged this week
after 25 years of managing the ceme-
tery because of leaking the news of
the unmarked graves.

Iran judiciary targets reformers
Revolutionary Court
continues mass trials
in wake of vote crisis
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Iranian-American scholar Kian Tajbakhsh shows a paper as he defends himself during the trial of dozens of opposition
activists and protesters in Tehran’s Revolutionary Court on Tuesday.

By Zahid Hussain

Two top Pakistani Taliban com-
manders sought to dispel reports
of their rivalry, as they jointly an-
nounced the death of their leader
Baitullah Mehsud and confirmed
his successor.

Calling Pakistani reporters,
Hakimullah Mehsud and Waliur
Rehman, the two most senior Tali-
ban commanders, made the joint
announcement. They said Mr. Meh-
sud died of injuries on Sunday
from an earlier U.S. missile strike,
according to reporters who said
they recognized the leaders’
voices. The phone call ended
weeks of speculation about Mr.
Mehsud’s fate, following Taliban
denials that he was dead.

Also in the same phone calls
Tuesday, the two Taliban leaders
confirmed that Mr. Hakimullah
had been appointed days ago as
the new of chief of Tehrik-e-Tali-
ban Pakistan, a loose umbrella or-
ganization of more than a dozen
tribal factions. The pair were ear-
lier reported to have been in-
volved in a shootout over the lead-
ership claim, but on Tuesday they
denied reports of infighting. Paki-
stani intelligence officials had
said Mr. Rehman, who previously
served as Mr. Mehsud’s spokes-
man, was seriously wounded in
the firefight.

The Pakistani militant group
has an interest in setting aside dif-
ferences. The apparent unity may
allow the Taliban—reeling from
the death of their leader—to re-
group and defend against an antici-
pated Pakistan military offensive
in their stronghold of Waziristan.

Hasan Askari, a political and de-
fense analyst in Lahore, said that
while the Taliban remain a serious
threat to Pakistan, they are vulner-
able at the moment. “The Taliban
are passing through a transition
and are in a weak position,” Mr.
Askari said. “Pakistan can use the
opportunity to divide them by infil-
trating the organization.”

Al Qaeda operatives who have
worked with Mr. Mehsud and
other Taliban commanders may
also be involved in trying to end
the power struggle, and officials
fear that Mr. Hakimullah may try
to solidify support by launching
new terrorist attacks.

Mr. Hakimullah is known as a fe-
rocious fighter and is the reputed
plotter of several recent attacks
against Pakistani government and
Western targets. His men have
been blamed for attacking U.S. and
NATO supply convoys traveling
through northwestern Pakistan en
route to Afghanistan, and he
claimed responsibility for the
June 9 bombing of the Pearl Conti-
nental hotel in Peshawar, and the
attack on the Sri Lankan cricket
team in Lahore this year.

The attacks, however, also ap-
pear to have strengthened the Paki-
stan government’s resolve to defeat
the insurgency. The death of Mr.
Mehsud earlier this month was seen
as a result of growing cooperation
and sharing of intelligence between
Pakistan and the U.S.

Mr. Mehsud was hit at the home
of a relative when being treated
with an intravenous drip for a kid-
ney problem. The attack also killed
his wife.
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Taliban leaders
attempt to dispel
reports of a rift
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Am Value I US EQ LUX 08/24 USD 8.61 11.8 –14.6 –17.0
Asian Technology A OT EQ LUX 08/24 USD 13.31 52.1 –2.3 –10.9
Asian Technology B OT EQ LUX 08/24 USD 11.68 51.1 –3.2 –11.8
Asian Technology I OT EQ LUX 08/24 USD 14.80 52.9 –1.5 –10.2
Emg Mkts Debt A GL BD LUX 08/24 USD 14.65 32.0 7.3 6.3
Emg Mkts Debt A2 GL BD LUX 08/24 USD 18.49 32.8 7.4 6.4
Emg Mkts Debt B GL BD LUX 08/24 USD 14.65 31.3 6.2 5.2
Emg Mkts Debt B2 GL BD LUX 08/24 USD 17.87 32.0 6.4 5.3
Emg Mkts Debt I GL BD LUX 08/24 USD 14.65 32.4 7.8 6.9
Emg Mkts Growth A GL EQ LUX 08/24 USD 29.40 46.7 –18.5 –13.7

Emg Mkts Growth B GL EQ LUX 08/24 USD 25.00 45.8 –19.4 –14.5
Emg Mkts Growth I GL EQ LUX 08/24 USD 32.50 47.5 –17.9 –13.0
Eur Growth A EU EQ LUX 08/24 EUR 6.63 19.0 –18.5 –20.5
Eur Growth B EU EQ LUX 08/24 EUR 5.99 18.4 –19.2 –21.2
Eur Growth I EU EQ LUX 08/24 EUR 7.21 19.6 –17.8 –19.8
Eur Income A EU BD LUX 08/24 EUR 6.32 30.1 4.0 0.4
Eur Income A2 EU BD LUX 08/24 EUR 12.03 30.6 4.0 0.3
Eur Income B EU BD LUX 08/24 EUR 6.32 29.6 3.3 –0.4
Eur Income B2 EU BD LUX 08/24 EUR 11.22 30.0 3.2 –0.4
Eur Income I EU BD LUX 08/24 EUR 6.32 30.5 4.6 0.9
Eur Strat Value A EU EQ LUX 08/24 EUR 8.12 16.7 –24.5 –26.5
Eur Strat Value I EU EQ LUX 08/24 EUR 8.29 17.3 –23.9 –25.9
Eur Value A EU EQ LUX 08/24 EUR 8.67 19.1 –19.4 –23.6
Eur Value B EU EQ LUX 08/24 EUR 8.01 18.3 –20.1 –24.3
Eur Value I EU EQ LUX 08/24 EUR 9.99 19.6 –18.7 –22.9
Gl Balanced (Euro) A EU BA LUX 08/24 USD 15.38 13.5 –15.2 –14.2
Gl Balanced (Euro) B EU BA LUX 08/24 USD 15.04 12.8 –16.0 –15.1
Gl Balanced (Euro) C EU BA LUX 08/24 USD 15.28 13.4 –15.4 –14.5
Gl Balanced (Euro) I EU BA LUX 08/24 USD 15.63 NS NS NS
Gl Balanced A US BA LUX 08/24 USD 15.45 16.3 –13.4 –12.7
Gl Balanced B US BA LUX 08/24 USD 14.74 15.5 –14.3 –13.6

Gl Balanced I US BA LUX 08/24 USD 15.98 16.7 –12.8 –12.1
Gl Bond A US BD LUX 08/24 USD 9.09 9.0 6.4 4.1
Gl Bond A2 US BD LUX 08/24 USD 15.52 9.2 6.3 4.1
Gl Bond B US BD LUX 08/24 USD 9.09 8.3 5.3 3.1
Gl Bond B2 US BD LUX 08/24 USD 13.64 8.5 5.2 3.0
Gl Bond I US BD LUX 08/24 USD 9.09 9.3 7.0 4.7
Gl Conservative A US BA LUX 08/24 USD 14.41 11.1 –4.5 –5.2
Gl Conservative A2 US BA LUX 08/24 USD 16.20 11.1 –4.5 –5.2
Gl Conservative B US BA LUX 08/24 USD 14.38 10.4 –5.5 –6.1
Gl Conservative B2 US BA LUX 08/24 USD 15.44 10.4 –5.5 –6.2
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Gl High Yield B US BD LUX 08/24 USD 3.92 39.2 –1.9 –1.5
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Sharp declines in Shanghai
weigh on regional markets
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VaR 20 USD I Acc Asset Management
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Temasek sets financial goals
Firm revises charter
to distance itself
from government
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Ahab files suit against Mashreq Bank

By P.R. Venkat

And Costas Paris

SINGAPORE—Temasek Hold-
ings Pte. Ltd. announced revisions
to its charter in an effort to distance
the company’s mission from the in-
terests of Singapore Inc.

The revised charter defines Sin-
gapore’s Temasek as an investment
company, managed on commercial
principles to create and deliver sus-
tainable long-term value for its
stakeholders.

It dropped a reference from its
previous charter, published in 2002,
that said Temasek was a company
that manages the government’s in-
vestments in companies for the long-
term benefit of Singapore.

Temasek is wholly owned by Sin-
gapore’s Ministry of Finance, and
considers its portfolio companies to
be “stakeholders.”

Despite the government being
its sole shareholder, Temasek
doesn’t consider itself to be a sover-
eign wealth fund. Temasek officials
insist its goals are primarily finan-

cial rather than to support Sin-
gapore government policy, although
Singaporean companies make up a
substantial portion of its portfolio.

The changes to its charter could
help support its case for being a
more independent organization
from the Singapore government.

Earlier this year, Temasek hired
former BHP Billiton Chief Executive
Charles Goodyear to succeed cur-
rent CEO Ho Ching, the wife of Sin-

gapore Prime Minister Lee Hsien
Loong.

That plan to bring in the U.S.-born
executive was nixed in July when Te-
masek said the parties wouldn’t pro-
ceed with the transition, citing “stra-
tegic differences.” Mr. Goodyear
hasn’t commented on the parting
and Temasek also hasn’t provided de-
tails on those differences.

At a news conference, Temasek
Chairman S. Dhanabalan said Te-
masek could sell its stakes in major
Singapore companies if they can’t
provide acceptable levels of growth,
although he added that there is no
immediate need for such a move.

Temasek has major stakes in
blue-chip companies listed on the
Singapore Exchange, such as Sin-
gapore Telecommunications Ltd.,
Singapore Airlines Ltd. and DBS
Group Holdings Ltd.

“We are open to divesting
[stakes in Singapore companies],
but our main focus is to build busi-
ness internationally. I don’t think
we will need to face [divesting
stakes] in the immediate future,”
Mr. Dhanabalan said.

In July, Temasek said it is consid-
ering plans to invite sophisticated
investors to coinvest with Temasek.

Temasek’s Ms. Ho said that the
global financial crisis is “still unfold-
ing” and there “are still many les-
sons to learn from it.”
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By Wei-Zhe Tan

And Chris Oliver

Asian stock markets ended
mostly weaker Tuesday, dragged
down by a decline in Chinese stocks
amid concerns banks may have to is-

sue new shares to
meet stricter capi-
tal requirements.

“There is still a
concern that Chi-

nese lenders are going to clamp
down on new loans through the end
of the year, and that, combined with
new credit concerns of U.S. banks,
conspired to keep equities broadly
softer across the region today,” said
Benjamin Pedley, Hong Kong-based
managing director of LGT Invest-
ment Management Ltd.

The Shanghai Composite Index
fell 2.6% to 2915.80. The Shenzhen
Composite fell 2.3% to 975.53.

Analysts said the selloff of main-
land bank stocks was a knee-jerk re-
action to an announcement by
Shanghai Pudong Development
Bank that the securities regulator
had approved its plan to raise as
much as 30 billion yuan ($4.4 bil-
lion) for its working capital and busi-
ness expansion.

The China Banking Regulatory
Commission is planning to stop

banks from counting cross-held sub-
ordinated debt as part of their capi-
tal, as the latter could inflate their
real fiscal position, a person famil-
iar with the situation told Dow
Jones Newswires earlier this
month. These regulations could
force banks to cut back lending or is-
sue new shares to meet capital-ade-
quacy ratios.

In Shanghai, Pudong Develop-
ment Bank fell 7%, while China Mer-
chants Bank ended down 6.1%. The
bank’s Hong Kong shares ended
0.9% lower.

In other regional markets, Ja-
pan’s Nikkei Stock Average of 225
companies ended 0.8% lower at
10497.36, while Australia’s S&P/ASX
200 eased 0.5% to 4405.80. Hong
Kong’s Hang Seng Index fell 0.5% to
20435.24. South Korea’s Kospi Com-
posite fell 0.7% to 1601.38.

Japanese shares were lower as
the stronger yen hurt exporter
stocks. The market also was
weighed down by profit-taking,
with TDK down 1.3%, Honda 2%
lower and Inpex falling 1.3%.

South Korean investors stayed in
profit-taking mode, spooked by
weakness in Chinese markets with
KB Financial Group down 2.9%,
Samsung Electronics down 1% and
Hyundai Motor 0.9% lower.

Temasek Chairman S. Dhanabalan
speaks to reporters Tuesday.
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By Maria Abi-Habib

Saudi family conglomerate Ah-
mad Hamad Al Ghosaibi Bros. & Co.,
or Ahab, has filed a case against
Mashreq Bank PSC in New York,
claiming the lender “aided and abet-
ted” Saudi billionaire Maan al Sanea
in alleged fraud.

The suit is the latest step in a dis-
pute between Ahab and Mr. al Sa-
nea’s Saad Group, two of the king-
dom’s biggest business groups,
which together have debts between
$10 billion and $20 billion.

Ahab, in an earlier lawsuit filed
against Mr. al Sanea in the New York
State Supreme Court in Manhattan
in July, contended that Mr. al Sanea,
a former employee and husband of a
family member, misappropriated
close to $10 billion by forging docu-
ments for loans.

Mr. al Sanea has denied the alle-
gations.

“Mashreq was aware the transac-
tions with Maan Al Sanea were
highly suspicious and not on com-
mercial terms, or it was willfully
blind to those facts,” Ahab said in its
lawsuit against Mashreq Bank,
which was filed Monday with the

New York State Supreme Court in
Manhattan and seen by Zawya Dow
Jones.

Mashreq Bank responded to the
filing in an emailed statement, say-
ing “It is our firm opinion that the
charges are completely without
merit, outrageous in the extreme
and really nothing more than an at-
tempt by AHAB to divert attention
away from their own” obligations.

Representatives of Mr. al Sanea
couldn’t be reached for comment.

Monday’s filing claims that
Dubai-based Mashreq Bank bene-
fited “excessively” from foreign-ex-
change transactions conducted by
Mr. al Sanea on behalf of Ahab with-
out the company’s knowledge.

Ahab alleges that Mr. al Sanea
“looted” company money and that
Mashreq Bank made profits from
the transactions by charging an in-
terest rate as much as 16%, much
higher than “ordinary rates.”

The lawsuit Monday claims that
foreign-exchange transactions val-
ued at $4.7 billion were carried out
between Ahab’s Money Exchange
and Mashreq Bank between Febru-
ary 2005 and May 2009.

The transactions were rolled
over weekly, disguising “short-
term, unsecured lending” and si-
phoned off by Mr. al Sanea for his
own purposes, according to the com-
plaint.

Ahab claims Mashreq Bank
didn’t abide by anti-money launder-
ing policies upheld in New York.

Monday’s suit follows two com-
plaints Mashreq Bank filed earlier
this year against Ahab and its unit In-
ternational Banking Corp., seeking a
combined $225 million plus legal
fees and other costs for default of
the trades.

The New York State Supreme
Court is weighing whether individ-
ual partners in Ahab can be required
to settle debts of the partnership.

Ahab plans to file a counter claim
against Mashreq Bank within 20
days, attorneys for the partnership
said at a hearing Tuesday.

Lawyers for Ahab argued that in-
dividual partners cannot be held lia-
ble until a Saudi commission has
made such an assertion.

Judge Richard Lowe of Manhat-
tan Supreme Court took the case un-
der advisement.
 —Nour Malas contributed

to this article.
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