
Bill Clinton, seated left, and others in his delegation pose with Kim Jong Il in Pyongyang on Tuesday, in a photo provided by North Korea.

Novartis CEO is target of attacks

Breaking news at europe.WSJ.com

Grande plans

Latest Starbucks buzzword:
‘lean’ Japanese techniques
News in Depth, pages 14-15

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

4 p.m. ET
PCT

CLOSE CHG

DJIA 9320.19 +0.36
Nasdaq 2011.31 +0.13
DJ Stoxx 600 227.79 -0.29
FTSE 100 4671.37 -0.24
DAX 5417.02 -0.18
CAC 40 3476.37 -0.04

Euro $1.4400 -0.11
Nymex crude $71.42 -0.22

Editorial&Opinion

Kim pardons journalists
North Korean leader orders Americans’ release after meeting Bill Clinton

By Jeanne Whalen

A burst of attacks on Swiss
drug giant Novartis AG, in-
cluding a theft of the ashes of
the chief executive’s mother
from a grave site, have raised
concerns that aggressive ani-
mal-rights groups are step-
ping up their campaign
against the drug industry.

Novartis officials said
Tuesday they believe animal-
rights groups are behind the
attacks, which they said have
included a fire this week at
CEO Daniel Vasella’s vacation
home in the mountainous Ty-
rol region of Austria. The

theft of Dr. Vasella’s mother’s
ashes was discovered late
last month at a ceme-
tery in a small Swiss
village, where Novar-
tis said graffiti indi-
cated the possible in-
volvement of animal-
rights crusaders.

Novartis said the
incidents are part of
a string of suspicious
activity that started
late last year. In re-
cent months there
hasbeenafireat aNo-
vartis-owned tennis club near
company headquarters in
Basel, Switzerland, and the

smashing of windows of em-
ployee cars in Switzerland

and Germany.
I n May, some No-

vartis employees in
Germany began find-
ing“rudimentary”in-
cendiary devices un-
der the tires of their
cars while they were
parked at home, the
head of global secu-
rity for Novartis,
James Christian,
said in an interview
Tuesday. None of de-

vices went off, he said, and no
one has been hurt.

One prominent animal

rights group was quick to
deny any connection to any of
the incidents, and police con-
tacted about several of the in-
cidents in Switzerland and
Austria said they don’t yet
have suspects.

The incidents revived
memories of aggressive activ-
ists who earlier this decade
targeted Huntingdon Life Sci-
ences Group PLC, a labora-
tory in the U.K. that animal-
rights groups have long criti-
cized for carrying out re-
search on animals. New legis-
lation and a police crackdown
in the U.K. have since less-

Please turn to page 31

UBS AG Chief Executive Os-
wald Grübel ruled out Tues-
day guaranteeing bonuses to
investment bankers.

“I think, in general, guaran-
tees are a mistake,” he said of
a tactic to retain top staff that
became a symbol of the ex-
cesses that led to the credit
crunch.

UBS’s investment bank
nevertheless recorded higher
performance-related compen-
sation and basic salary in-
creases in the second quarter,
despite posting a pretax loss
of 1.8 billion Swiss francs ($1.7
billion). Total staff expenses
at the investment bank were
24% higher than in the first
quarter, rising to 1.5 billion
francs even as the number of
staff at the division fell by
1,100. UBS Chief Financial Of-
ficer John Cryan said competi-
tive pressure for talent con-
tributed to an approximately
80% rise in bonus accruals at a
group level.

UBS’s net loss widened as
its focus on shoring up its bal-
ance sheet meant it missed a
revival across markets that
has led to strong earnings
from many peers. (See arti-
cles on pages 4, 17, 19 and 32.)

BNP Paribas SA said Tues-
day that investment-banking
activities contributed to a
6.6% rise in its second-quar-
ter net profit.

Daniel Vasella
Sold out
Germany Inc.’s export
business model isn’t
working so well. Page 13
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Leading the News: Falling consumer prices keep European central banks busy
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By Stephen Fidler,
Katharina Bart
and Vivek Ahuja

Pay rises
at UBS
despite
net loss

By Evan Ramstad

And Jay Solomon

North Korean leader Kim
Jong Il pardoned two Ameri-
can journalists held in Pyong-
yang and ordered their re-
lease, state media reported,
after meeting with former
U.S. President Bill Clinton.

Mr. Clinton’s surprise
trip, apparently focused on
an effort to secure the re-
lease of the two women,
poses diplomatic and politi-
cal risks for the Obama ad-

ministration, yet also holds
the prospect of changing a
long-fractious relationship
that has become more antag-
onistic over the past year.

Mr. Clinton arrived Tues-
day morning in a private air-
craft that flew directly from
Anchorage, Alaska, with a
delegation that included his
former White House chief of
staff, John Podesta. Kim Kye
Gwan, the North Korean vice
foreign minister who has
long been in charge of deal-
ing with the U.S., and some

other senior officials met
Mr. Clinton, video footage
provided to international
news agencies showed.

No one from the U.S. gov-
ernment went along, and
U.S. agencies, including the
White House and State De-
partment, declined to com-
ment about the trip. Press
Secretary Robert Gibbs said
the White House wouldn’t
comment while Mr. Clinton
was there because “we do
not want to jeopardize” the
outcome of his work.

Euna Lee and Laura Ling,
journalists for San Francisco-
based Current TV LLC, were
arrested on the North Korea
border with China on March
17 while filming a report
about North Korean refu-
gees. In June, a North Ko-
rean court found the report-
ers guilty of illegally enter-
ing the country and sen-
tenced them to 12 years in
prison.

Senior Obama administra-
tion officials said Tuesday

Please turn to page 31
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BMW posted a 76% drop in
second-quarter earnings as
demand for luxury cars
sagged. The auto maker
shied away from giving a
concrete outlook for the re-
mainder of the year. Page 30

n Toyota reported a $816
million loss for the fiscal first
quarter, but it predicted a
narrower loss than expected
for the first half. Page 30

n Miner Xstrata reported
profit fell 77% as it pressed
its case for a proposed
merger with Anglo American
and dismissed calls to
sweeten the offer. Page 6

n U.S. stocks edged higher
as the Nasdaq and S&P held
key levels. In Europe, shares
fell as investors took profits
after recent gains. Page 18

n U.S. consumer spending
rose in June, driven by
higher gas prices, even as
Americans saw their per-
sonal income fall. Page 3

n The Church of England ap-
pointed RMB’s Tom Joy to
manage its $7.5 billion invest-
ment portfolio. Page 17

n A report on Russia’s war
with Georgia last year has
been delayed by the interna-
tional mission conducting
the evaluation. Page 2

n Hillary Clinton arrived in
Kenya, starting an Africa tour
on which she is expected to
emphasize Obama’s support
of good governance. Page 9

n Munich Re warned of an
uncertain outlook even as the
reinsurer posted a 14% rise in
second-quarter profit. Page 19

n Statoil posted a sharp de-
cline in its second-quarter
net profit, citing an “unusu-
ally high” tax rate. Page 7

n Infineon raised $1.04 bil-
lion in a capital increase the
chip maker said will let it re-
structure its finances and
leave it debt-free. Page 20

n Australian police arrested
four men they allege were
planning a suicide attack on
a military base on the out-
skirts of Sydney. Page 9

n The Taliban shelled Kabul,
a minor attack that could add
to security concerns, threaten-
ing to undermine the legiti-
macy of Aug. 20 polls. Page 9

n Romania cut interest rates
to 8.5%, their lowest level in
over a year, to help revive
economic growth. Page 20

n Pepsi will acquire its two
largest bottlers. Page 8
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It’s time Europe’s army of
corporate-bond investors
made a stand. As the conti-
nent moves away from its
overreliance on bank lend-
ing, bonds are becoming a
crucial funding tool for com-
panies. That puts bond inves-
tors in the position to de-
mand—and get—better treat-
ment on disclosure and pro-
tections such as covenants.

Take the European high-
yield bond market, which is
reawakening from two years
of dormancy. The European
High Yield Association has
campaigned for several
years for issuers of these
bonds to disclose senior
loan documentation.

This information is vital
in bond valuations. With
bankers expecting a raft of
private-equity-backed compa-
nies funded through the loan
markets to issue bonds in
coming months, European
investors should demand
U.S. standards of disclosure.
This will be the third at-
tempt to build a sustainable
European high-yield market
following the dot-com and

structured credit debacles.
In investment-grade mar-

kets, there are similar long-
standing concerns. But the
debate was buried during
the first half by record wide
spreads and generous new-is-
sue premiums that ensured
huge demand for bonds.

The swift execution of
some deals meant many in-
vestors had little chance to
assess them on their merits.
But the enormous rally since
March has eroded much of
that reward. If that slows
the rush of cash into invest-
ment-grade credit—and
there are signs some buyers
are becoming more discern-
ing—then there may be a
chance for investors to de-
mand improvements to cove-
nants and disclosure pack-
ages here, too.

A push in 2003 by a
group of 26 big investors to
improve standards achieved
little. The latest crisis and
its aftermath presents a
golden opportunity for bond-
holders to fight for their
rights—and secure a better
position. —Richard Barley

H E A R D O N T H E S T R E E T
More at WSJ.com/Heard

With chairman pick, Billiton shows rivals how it’s done

Bondholders can bite backUBS’s prized assets
UBS’s second-quarter re-

sults were neither as good
as some hoped or as bad as
many feared. But that is
hardly the point. Further
progress on cleaning up the
balance sheet and a modest
profit count for little if the
Swiss bank can’t stop its as-
sets—both the ones it man-
ages and the ones it employs—
from walking out the door.

UBS blames the loss of
key client advisers for the
latest outflows of net new
money at its wealth and as-
set-management divisions.
UBS’s investment bank has

also been hemorrhaging em-
ployees. Recruiting difficul-
ties have hampered efforts
to rebuild its fixed-income
division. As a result, UBS
has largely missed out on
this year’s booming invest-
ment-banking activity.

UBS’s response has been
to throw money at the prob-
lem. Salaries for many in-
vestment bankers have dou-
bled. UBS has also set aside
a sizable pot to pay bonuses.
The bank is operating on a
cost-to-income ratio of over
100%, far above the indus-
try’s typical 50% target.

But that is no long-term
solution. UBS needs to gener-
ate more revenue. It hopes a
recovery in investors’ risk
appetites will lead to more
trading activity and transac-
tion fees. And it hopes its
newly incentivized bankers
can raise their share of the
investment-banking market.

Meanwhile, the U.S. court
case over U.S. client-account
details hangs over every-
thing UBS does. Details of a
settlement agreed to last
week haven’t been made pub-
lic. UBS investors must keep
their fingers crossed it

doesn’t trigger another exo-
dus of assets and employees.
 —Simon Nixon

6

8

10

12

14

16

18

AJJMAMFJ

Source: Thomson Reuters Datastream

Bank balance
UBS’s daily closing share 
price, in Swiss francs

Financial Analysis and Commentary

U.S. bank regulators dig in against overhaul
Senate panel hears
criticism of revamp;
Geithner makes push

Email: heard@wsj.com

Boardroom succession
planning has been a problem
for the global mining industry
this year. Following botched
processes at Rio Tinto and An-
glo American, BHP Billiton
has shown how it should be
done. Jacques Nasser is a
good choice to succeed Don Ar-
gus as chairman.

Mr. Nasser, on the BHP
board since 2006, is best
known for a stormy three
years as chief executive of
Ford Motor earlier this de-
cade. Mr. Nasser was ousted af-
ter falling out with Chairman
Bill Ford Jr.

Even so, Mr. Nasser ticks a
number of BHP boxes. He is

Australian, important given
BHP’s Melbourne listing and
huge investment in Australia.
He has the international expe-
rience vital for leading a com-
pany of BHP’s global reach.
His high profile in the U.S also
should help BHP with Ameri-
can institutional investors.

Mr. Nasser’s task also is

easier than that of his counter-
parts at Anglo, Rio and
Xstrata. Mr. Argus and CEO
Marius Kloppers have gotten
BHP Billiton into good finan-
cial shape, a long-awaited iron-
ore deal with Rio secured. Mr.
Nasser must resist the tempta-
tion to fix what ain’t broke.
 —Matthew Curtin

Timothy Geithner shown speaking in Washington last week. The U.S. Treasury
secretary on Friday criticized financial regulators’ opposition to overhaul efforts.

By Damian Paletta

And Deborah Solomon

WASHINGTON—Top U.S. bank-
ing regulators, involved in a high-
stakes turf war with one another,
continued their criticism Tuesday
of the Obama administration’s re-
vamp of the financial-regulatory sys-
tem.

Officials from the Federal De-
posit Insurance Corp., Office of
Thrift Supervision and Office of the
Comptroller of the Currency used an
appearance before Senate lawmak-
ers to take aim at one of the top pol-
icy initiatives of the White House.

This came after Treasury Secre-
tary Timothy Geithner, according to
people familiar with the situation,
blasted top financial regulators in
an expletive-laced critique Friday as
frustration grows over the adminis-
tration’s faltering plan to overhaul
financial regulation.

Since the proposed regulatory re-
vamp was unveiled in June, the plan
has been criticized by the financial-
services industry, as well as by finan-
cial regulators wary of encroach-
ment on their turf.

Mr. Geithner told the regulators
Friday that “enough is enough,” said
one person familiar with the meet-
ing. Mr. Geithner said regulators
had been given a chance to air their
concerns, but that it was time to
stop, this person said.

Among those gathered in the
Treasury conference room were Fed-
eral Reserve Chairman Ben Ber-

nanke, Securities and Exchange
Commission Chairman Mary Scha-
piro and FDIC Chairman Sheila Bair.

In Tuesday’s hearing before the
Senate Banking Committee, regula-
tors said that concentrating too
much power in the Federal Reserve,
consolidating bank supervision and
creating a new consumer-protec-
tion agency all have their pitfalls.

“The proposal…is not consistent
with its own stated objective of
maintaining a robust, responsible,
and independent prudential supervi-
sor that will be accountable for its
safety and soundness supervision,”
Comptroller John Dugan said in pre-
pared remarks.

Ms. Bair of the FDIC said policy
makers might better focus their at-
tention elsewhere rather than on
unifying regulation of the agency.

“It is difficult to see why so much
effort should be expended to create
a single regulator when political cap-
ital could be better spent on more
important and fundamental issues
which brought about the current cri-
sis,” she said.

Sen. Chris Dodd, chairman of the
banking panel, called the regulators
on their attempts to defend their
turf. Noting that previous attempts
to reorganize financial regulation
have been undermined by en-
trenched political interests at the
slew of federal regulators, Mr. Dodd
warned that “our job is not to pro-
tect regulators.”

“It seems that the lesson many
have learned from their previous at-
tempts to restore some sanity to our
system is that regulators, as institu-
tions, don’t want to cooperate,” the
Connecticut Democrat said.

Friday’s roughly hourlong meet-
ing with the regulators was de-
scribed as unusual, not only because

of Mr. Geithner’s repeated use of ob-
scenities, but because of the aggres-
sive posture he took with officials
from agencies considered indepen-
dent of the White House. Mr. Geith-
ner reminded attendees that the ad-
ministration and Congress set pol-
icy, not the regulatory agencies.

Mr. Geithner, without singling
out officials, raised concerns about
regulators who questioned the wis-
dom of giving the Federal Reserve
more power to oversee the financial
system. Ms. Schapiro and Ms. Bair,
among others, have argued that au-
thority should be shared among a
council of regulators.

“You are talking about tremen-
dous regulatory power being in-
vested in whatever this entity is go-
ing to be,” Ms. Bair told the Senate
Banking Committee last month.
“And I think, in terms of checks and
balances, it’s also helpful to have

multiple views being expressed and
coming to a consensus.”

Officials from the Federal Re-
serve and the Office of the Comptrol-
ler of the Currency, meanwhile, have
questioned the creation of a new fed-
eral agency to oversee consumer reg-
ulations, a move that would take
away powers from both institu-
tions.

The government’s proposal
would empower the government to
take over and break up large finan-
cial companies, merge two bank reg-
ulators, and toughen oversight of
mortgages, among other things.

Administration officials say they
aren’t worried about the overhaul’s
prospects, adding there is consen-
sus on key aspects, including the reg-
ulating of over-the-counter deriva-
tives. Treasury officials say they ex-
pected a big debate over the legisla-
tion. The first piece, which ad-

dresses executive pay, passed the
House Friday.

“The industry is already back to
their pre-meltdown bonuses,” said
White House Chief of Staff Rahm
Emanuel. “We need to make sure we
don’t slip back to risky behavior
where the institutions have all the
upside and the taxpayers have all
the downside, which is why we need
regulatory reform.”

Neal Wolin, Treasury’s deputy
secretary, said Mr. Geithner told reg-
ulators “they have the prerogative
to express their views, but he
wanted to make sure that, since ev-
eryone had agreed on the impor-
tance of achieving reform this year,
everyone stayed focused on that
goal.” Government officials said Mr.
Geithner had expected regulators to
object to parts of the plan that
threatened their power or author-
ity, but Treasury officials appeared
caught off guard at how much the
criticism resonated with lawmak-
ers.

Mr. Geithner wanted to tell the at-
tendees they shouldn’t let turf bat-
tles get in the way of fixing a system
that is clearly broken, Mr. Wolin
said. He declined to comment on Mr.
Geithner’s tone and language.

In addition to Messrs. Bernanke
and Dugan, Ms. Bair and Ms. Scha-
piro, other attendees at Friday’s
meeting were: Fed Governor Daniel
Tarullo, Commodity Futures Trad-
ing Commission Chairman Gary Gen-
sler and Office of Thrift Supervision
Acting Director John Bowman.

At a House hearing last month,
Mr. Geithner said it was “perfectly
reasonable and understandable”
that different federal agencies
would balk at giving up powers.
“Frankly, all arguments need to be
viewed through that basic prism,”
he told the House Financial Services
Committee.
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CORRECTIONS &
AMPLIFICATIONS

In a recent survey by the Na-
tional Ovarian Cancer Coalition,
83% of women said their doctors
hadn’t discussed the symptoms of
ovarian cancer with them. A Health
Journal column Tuesday incor-
rectly called the group the National
Ovarian Cancer Association.

Iceland’s foreign-currency
debt is rated triple-B-minus by Stan-
dard & Poor’s; its local-currency rat-
ing is triple-B-plus. A Money & In-
vesting article Tuesday didn’t spec-
ify which rating it was citing.

Report on Russia-Georgia conflict delayed
Fact-finding mission
grapples with deluge
of new documents

By Marc Champion

A year after Russia fought a war
with its former Soviet neighbor
Georgia, the argument over who
was to blame for a conflict that at
one point threatened to reignite the
Cold War is raging again.

The five-day conflict left hun-
dreds dead, Georgia’s army crushed
and two parts of its territory—Abkha-
zia and South Ossetia—under Rus-
sian occupation, perhaps lost for-
ever. It also left the West struggling
with how to respond to Russia’s deter-
mination to assert a sphere of influ-
ence. But the core questions left by
the war—who was to blame, why was
it fought and whether genocide was
committed—remain hotly disputed.

An international fact-finding
mission, headed by a Swiss diplo-
mat, has delayed its report on the
war from the original due date of
July 31 to the end of September. Ac-
cording to the mission’s deputy
chief, German diplomat Uwe
Schramm, that’s because reams of
documents arrived at the last
minute from both sides, and the mis-
sion wants to conduct “a full and re-
sponsible evaluation of all the mate-
rial available.”

All parties to the conflict are try-
ing desperately to entrench their
version of what happened before
the report comes out. At least three
books in English alone on the Aug.
7-12 war have been published re-
cently or soon will be. All three re-
count the war as the final step in a
Russian plan to de facto annex neigh-
boring territories and halt Georgia’s
efforts to attach itself to the West.

On Thursday, the Georgian gov-
ernment is due to present a similar
view of events in its own 40-page re-
port on the war, which was reviewed

by The Wall Street Journal.
Meanwhile, South Ossetia, the

tiny Russian-backed enclave where
most of the war was fought, on Sat-
urday will open a genocide museum
to highlight a key claim on which
Russia based its massive military in-
tervention. A Russian made-for-TV
action flick called “Olympus In-
ferno,” released in March, promotes
its case that Georgia began the war
in order to seize lost territory.

A recent article in German maga-
zine Der Spiegel went viral in Rus-
sian media and on blog sites when it
claimed to have seen documents
from experts on the international
commission indicating that the com-
mission would blame the war on
Georgian President Mikheil Saakash-
vili. The head of the commission,
Swiss diplomat Heidi Tagliavini, is-
sued a harsh rebuttal describing the
article as “entirely fictitious.” The
documents quoted proved to be
newspaper articles written before
the commission existed.

Pressure on Ms. Tagliavini, who
served in Chechnya, Bosnia and Mos-
cow in the 1990s, and for four years
until 2006 as the head of the United
Nations observer mission in Abkha-
zia, is immense. What she says
could have lasting repercussions,
diplomats and analysts say.

“If you believe this war was
fought by Russia to defend its
sphere of influence and prevent
Georgia from going West, then the
policy conclusions you draw are
very different from if you think it
was self-induced by Saakashvili,”
says Ronald D. Asmus, a former U.S.
diplomat and head of the German
Marshall Fund office in Brussels,
whose book on the conflict comes
out later this year. “Yes it matters,”
he says.

Georgian officials acknowledge
they have the bigger hill to climb, be-
cause only an unambiguous report
blaming Moscow for the war could
change the status quo. A report that
fingered Georgia for starting the
war, and Russia for overreacting—

the conventional wisdom in Western
capitals—would simply reinforce
the facts on the ground, they say.

Western diplomats say the fact
that in a year only Nicaragua has fol-
lowed Moscow in recognizing Abk-
hazia and South Ossetia as nations
is a major diplomatic defeat for Rus-
sia. But according to Sergei Markov,
a political analyst with close ties to
the Kremlin, Russian officials aren’t
concerned. “What for? If Abkhazia
and South Ossetia are recognized by
nobody but Russia, that’s good for
Russia. These countries will be tied
to Russia, like northern Cyprus is to
Turkey,” he says.

The commission has peppered
both sides with questions about the
immediate period before Mr. Saaksh-
vili ordered his forces to attack at
11:35 p.m. last Aug. 7, and also about
the months before, when Russia al-
ready appeared to begin integrating
the two territories, and afterward,
when Georgian villages were terror-
ized and people forced to flee. In
many cases, their houses were then
burned and bulldozed.

Russian officials continue to
claim that Georgian forces were
guilty of genocide, forcing Russian
intervention. A special investigative

committee of the Russian Prosecu-
tor’s Office set up to tally civilian
deaths has found that 162 South Os-
setians died in the conflict. That’s
less than the 1,500 to 2,000 that Rus-
sia claimed in the first days of the
war, but Moscow now says it has doc-
uments proving that the Georgian in-
tent was genocide, even if it was un-
able to carry out the plan.

Moscow has produced a key
piece of evidence for Ms. Tagliavini,
a document titled Order No. 2, alleg-
edly issued by Georgian military
commanders at 5:15 a.m. on Aug. 7,
telling the soldiers they would be re-
storing “Georgian jurisdiction” in
South Ossetia. If genuine, that
would support Russia’s accusation
that the Georgian attack was de-
cided early on, and not, as Mr.
Saakashvili claims, as a late-night re-
sponse to a Russian invasion. Shota
Utiashvili, a senior Georgian inte-
rior ministry official, called the Rus-
sian document “a total fabrication.”

Georgia, for its part, has pro-
vided the commission with what it
says are intercepts of telephone con-
versations between members of a
South Ossetian militia from 2 a.m.
to 4 a.m. on Aug. 8, in which they say
Russian armor and troops had al-
ready passed through the 3.66-kilo-
meter Roki tunnel that connects Rus-
sia with South Ossetia. One pur-
ported intercept, part of the report

reviewed by the Journal, was timed
at 2:20 a.m. and goes like this:

Lagoev: Where are our big broth-
ers?

Gaseev: They are coming, they
just passed through the tunnel.

None of these documents or in-
tercepts could be independently ver-
ified. If genuine, the intercepts
would support Mr. Saakashvili’s
claim that he received intelligence
at around 11 p.m. on Aug. 7 that a Rus-
sian column was approaching the en-
trance of the tunnel. He says it was
in response to this news that he or-
dered his troops to move forward.
Russian officials didn’t return calls
for comment.

Last year, however, Russian offi-
cials did acknowledge as genuine in-
tercept transcripts from 3 a.m. the
previous night, Aug. 6, during which
Ossetian soldiers talked about the
tunnel being “full” with a Russian
column. Moscow claimed the troops
were part of a routine troop rota-
tion, although under the terms of
their peacekeeping mission no
troops were allowed to pass
through the tunnel at night. Geor-
gian officials say it was the arrival of
that first column that forced them
to pull troops up into position on the
7th. The news at 11 p.m. of the sec-
ond column, the officials say, trig-
gered war.
 —Andrew Osborn

contributed to this article.
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February 2008
Kosovo declares independence 
and is recognized by most 
Western countries.

March
Russia withdraws from an arms 
embargo on Abkhazia.

April 
NATO denies Georgia a roadmap 
to membership, but says it will 
eventually join. Russia establishes 
direct relations with the de facto 
governments of Abkhaza and 
South Ossetia.

May
Russia rebuilds railroad into Abkhazia 
and boosts military presence.

June
Violence begins to escalate 
in South Ossetia.

July
Russia conducts massive military 
exercises on Georgian border.

August
Saakashvili orders an assault on 
South Ossetia, and Russia responds 
massively.

Rushing to war
The dispute over how last August's Russia-Georgia war began still rages.
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Ashes of Novartis CEO’s mother are stolen and his Tyrolean lodge is burned

that Mr. Clinton’s mission was
purely humanitarian and that the
former U.S. president didn’t carry
a message from President Barack
Obama concerning North Korea’s
nuclear program or other strategic
issues.

U.S. diplomats have stressed
that Washington isn’t interested in
a negotiating process that could
see Pyongyang attempt to secure
economic aid in exchange for disar-
mament commitments it already
agreed to take with previous U.S.
administrations. In recent weeks,
Washington has exacted a slew of
new economic sanctions against
North Korea companies and indi-
viduals involved in the nuclear pro-
gram.

Still, North Korea experts said
Pyongyang would have viewed Mr.
Clinton’s visit as a vehicle through
which to kick-start a dialogue well
beyond the fate of the two Ameri-
can journalists.

“This invitation of Clinton can
possibly serve as a bridge to the
place where the U.S. and North Ko-
rea can successfully launch bilat-
eral conversations that are more
significant,” says Park Chan-bong,
a former South Korean govern-
ment official who has been in-

volved in many talks with North Ko-
reans. “I don’t think North Korea in-
vited him simply to talk about the
release of the detained reporters.”

Mr. Kim hosted a dinner for Mr.
Clinton Tuesday, North Korean ra-
dio stations reported, according to
South Korea’s Yonhap news
agency. North Korean media car-
ried images of the meeting of the
two men.

Analysts noted the presence at
the banquet of North Korea’s vice
foreign minister, Kang Sok Joo, a
key architect of the initial nuclear-
disarmament agreement reached
between the Clinton administra-
tion and Pyongyang in 2000. An-
other participant, Kim Yang Gun,
oversees intra-Korean relations as
well as the issue of U.S. forces on
the Korean Peninsula, according to
these analysts.

North Korean officials likely
pressed Mr. Clinton to discuss the
broader tension between the two
countries, which escalated after
North Korea tested missiles and a
nuclear explosive this year.

In response to those tests, Presi-
dent Obama took a harder line on
Pyongyang. In recent weeks, the
U.S. and United Nations have en-
acted sanctions on a wide range of
North Korean arms companies, as

well as senior North Korean offi-
cials involved in its nuclear pro-
gram.

Even if the U.S. portrays the
visit as private, Mr. Clinton’s sta-
tus as the husband of U.S. Secre-
tary of State Hillary Clinton will ob-
scure the line between official and
nonofficial in the eyes of North Ko-
rean officials.

That ambiguity lets
both sides portray the in-
teraction in a way that is
politically advantageous
to their respective audi-
ences.

“The point here is
whether or not a break-
through opens up,
whether or not a gesture of a good-
will leads to denuclearization or
not,” says Paik Jin-hyun, professor
in international studies at Seoul Na-
tional University.

Among the uncertainties sur-
rounding Mr. Clinton’s visit had
been whether he would meet Mr.
Kim, who suffered a stroke a year
ago and has appeared to be weaker
in photos and videos since then.
Mr. Kim met senior Chinese offi-
cials late last year but declined to
meet Russia’s foreign minister
early this year.

Mr. Clinton is the most senior

American official to visit North Ko-
rea since Madeleine Albright went
to Pyongyang in 2000 as Mr. Clin-
ton’s secretary of state.

Mr. Clinton’s visit is similar in
some respects to one made by
former President Jimmy Carter,
who went during Mr. Clinton’s first
term in 1994 and laid the ground-
work for an aid-for-disarmament

agreement between the
two countries later that
year.

Since then, however,
North Korea has made sig-
nificant strides in its nu-
clear weapons program,
having tested two such de-
vices and improved the ca-

pabilities of its missiles. It has long
resisted economic sanctions and
other penalties as it pursued such
weapons.

No country has challenged
North Korea militarily because its
arsenal of conventional weapons is
sizable enough to significantly
damage neighboring South Korea,
which the U.S. fought alongside in
the Korean War of the 1950s and
where it has stationed troops ever
since.

The arrest of Ms. Lee and Ms.
Ling added another complication
to efforts by the U.S. and others to

pressure Pyongyang to end its pur-
suit of nuclear weapons.

Before the trial and for several
weeks afterward, Mr. Obama and
Mrs. Clinton said the reporters
were innocent and urged North Ko-
rea to release them. But Mrs. Clin-
ton changed the tone of U.S. state-
ments on the matter in early July,
after Ms. Ling called her sister and
said the two reporters were guilty
of the charges. Since then, Mrs.
Clinton has instead asked North Ko-
rea for amnesty.

That change in language may
have paved the way for Mr. Clin-
ton’s visit, analysts say. Two weeks
ago, while Mrs. Clinton and North
Korean diplomats traded barbs in
Bangkok at a meeting of Asian na-
tions, North Korea issued state-
ments from Pyongyang and
through its U.N. mission saying
that it was interested in two-way
talks with the U.S., which may also
have helped open the door to Mr.
Clinton.

The two reporters have been
kept in a facility in Pyongyang, ac-
cording to diplomats, not in North
Korea’s system of gulag-like work
camps that are reputedly some of
the harshest prisons in the world.

 —Janice Lee and the Associated
Press contributed to this article.
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North Korea sought Clinton’s involvement
American ex-officials
say talks could place
U.S. in a tough spot

By Jay Solomon

WASHINGTON—North Korea’s
leadership communicated to the
Obama administration last month
its desire for former U.S. President
Bill Clinton to mediate the release of
two imprisoned American journal-
ists, according to people briefed on
the exchange.

Pyongyang’s request was specifi-
cally conveyed in a phone call made
from North Korea by the two de-
tained reporters, Euna Lee and
Laura Ling, to their families. The
women advised that either Mr. Clin-
ton or another former U.S. leader,
Jimmy Carter, would make the best
candidates to serve as brokers to se-
cure their release.

The women’s position, according

to the people briefed on the ex-
change, was understood to represent
the official desire of North Korea’s
leadership. “Pyongyang clearly in-
jected their position through the
girls,” said an individual who has
talked to the women’s families about
the phone call.

Pyongyang’s outreach to Mr. Clin-
ton is viewed by many North Korea ex-
perts as an attempt by dictator Kim
Jong Il to resurrect a relationship
with the former American leader that
came close to formally ending the Ko-
rean War in late 2000.

Former U.S. officials said Mr. Clin-
ton was seriously contemplating a
trip to Pyongyang during his final
weeks in office to explore both agree-
ments to end North Korea’s missile
program and the conditions that have
kept Washington and Pyongyang on a
war footing 50 years after an armi-
stice ended fighting in the 1950-53 Ko-
rean War. A formal peace accord was
never signed, and the U.S. has main-
tained tens of thousands of American
troops on South Korean soil.

Mr. Clinton’s trip would have fol-
lowed the October 2000 visit to the
White House by North Korea’s then
second-highest military officer, Vice
Marshall Jo Myong Rok. The North
Korean commander and the Clinton
administration signed a memoran-
dum of understanding calling for the
official end of hostilities on the Ko-
rean Peninsula. Former U.S. and
South Korean officials said Mr. Kim’s
government viewed the agreement
as a precursor to a formal peace ac-
cord that could have been signed dur-
ing a Clinton visit to Pyongyang in
late 2000 or early 2001.

The former American leader ulti-
mately used his final weeks in office to
try to secure an Arab-Israeli peace
agreement. Nonetheless, current and
former U.S. officials said Tuesday that
they believe Kim Jong Il is seeking to
turn back the clock in U.S.-North Ko-
rean relations by involving former
President Clinton.

“This is North Korea looking for
a new start,” said one former U.S. of-
ficial who asked for anonymity due

to his continued contacts with
North Korean officials. “Pyongyang
is seeking to sweep away the debris
of the past eight years and return to
January 2001.”

Mr. Clinton’s discussions, these of-
ficials said, could place the Obama ad-
ministration in a difficult position as
it seeks to keep humanitarian and
strategic issues separate. They note
that no matter what parameters the
White House sought to set for Mr.
Clinton’s mission, the discussions ap-
peared to be moving beyond the issue
of the two journalists.

“It’s already clear they’re discuss-
ing broad issues,” said Selig Harri-
son, a Washington-based academic
who has made numerous trips to
North Korea to discuss the nuclear is-
sue, including one in January. “The ad-
ministration already seems to be
backing away from its policy of divid-
ing the two issues.”

North Korea has utilized former
American presidents in the past to
jump-start negotiations with Wash-
ington. In 1994, Mr. Carter met in

Pyongyang with former North Ko-
rean leader Kim Il Sung and outlined
the terms of a nuclear-disarmament
agreement that was largely adopted
by the Clinton administration. Mr.
Clinton, at the time, had opposed Mr.
Carter’s involvement, according to
former U.S. officials

U.S. officials have said in recent
weeks that former Vice President Al
Gore and Arizona Gov. Bill Richard-
son had both been raised as possible
envoys to North Korea, but were re-
buffed. The North Koreans are be-
lieved to have felt neither man had
the stature to force a policy U-turn in-
side Washington.

Mr. Clinton’s involvement also
came despite a public spat between
U.S. Secretary of State Hillary Clinton
and North Korea’s leadership in re-
cent weeks. In an interview, Mrs. Clin-
ton referred to North Korea as “unruly
children” for a string of missile tests
and a nuclear detonation that has rat-
tled Northeast Asia. Pyongyang state
media responded by calling Mrs. Clin-
ton a “schoolgirl” and a “pensioner.”

WSJ.com

Kim pardons U.S. journalists after meeting Bill Clinton
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For photos and
video from Bill
Clinton’s visit to
North Korea, see
WSJ.com/World

ened threats or attacks against Hunt-
indgon Life Sciences and similar
companies to some degree.

Nonetheless, such incidents
have continued to crop up in the U.S.
and Europe, and Novartis believes it
has been targeted anew. Mr. Chris-
tian said he suspects animal-rights
groups in the recent attacks against
Dr. Vasella and others because of
“telltale slogans” that have been
left at the sites, including graffiti.

Last month, Novartis-related
graffiti was spray-painted on a
church in the Swiss village where Dr.
Vasella lives, and the words “Vasella
is a killer. We are watching you”
were spray-painted on the road out-
side his house, Mr. Christian said.

Someone also scaled the ceme-

tery walls where his mother was bur-
ied in Chur, Switzerland, and dug up
and removed an urn holding her
ashes, he said. The words “Drop HLS
Now” were written on her grave-
stone, Novartis said—an apparent
reference to Huntingdon Life Sci-
ences.

A Novartis spokeswoman, how-
ever, says the company “does not
work with HLS and has not for many
years.” She said Novartis has taken
“strong steps” to reduce its use of an-
imal testing in recent years, which
has led to the number of animal ex-
periments falling by more than 25%
since 2003.

“It is important that people real-
ize that it is not possible to discover
novel products...which save thou-
sands of human lives every year

without some use of animal data,
which is required by regulatory au-
thorities,” she said.

A group that has long sought to
shutdownHuntingdonLifeSciences—
Stop Huntingdon Animal Cruelty—
said Tuesday it wasn’t responsible
for the attacks. “SHAC have nothing
to do with these latest incidences,”
Debbie Vincent, a volunteer with the
group, said by phone. “It’s very easy
to blame us when the police don’t
even know who’ve done these at-
tacks. It might not even be animal
rights motivated. We don’t know.”

Novartis said Dr. Vasella plans to
sell his property in Austria so that
his neighbors aren’t subjected to
any more trouble.

In the U.K., battles between re-
searchers, law enforcement and ani-

mal-rights extremists have raged
for more than a decade, with both
sides facing scorn at various points.

In March 1997, a British TV crew
secretly filmed a worker punching a
beagle at a Huntingdon lab, setting
off an uproar among animal lovers.
Huntingdon protested that it was an
isolated case, but soon found itself
under public and government pres-
sure and losing customers.

Beginning in about 2000, SHAC
began a campaign to try to shut
down the lab, using a mix of public
threats and online protests. The
group supporters scoured financial
documents for names and ad-
dresses of Huntingdon’s workers, of-
ficers, bankers, brokers and share-
holders, and published the data on
its Web site and in newsletters.

Violent attacks were also carried
out on people and property linked to
the company. A senior manager had
a caustic substance thrown in his
eyes by a protester, and the compa-
ny’s managing director was seri-
ously beaten by masked assailants.
SHAC denied involvement in the inci-
dents.

Early this year, seven animal-
rights activists linked to SHAC were
sent to prison in the U.K. for conspir-
acy to blackmail. The activists used
tactics, including hoax parcel
bombs and threatening phone calls,
against firms that supplied Hunting-
don in an effort to get them to stop,
according to news reports.
 —Goran Mijuk

and Neil Shah
contributed to this article.
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China’s migrants find new jobs, amid mixed signs of a rebound

U.S. consumer spending rises even as incomes decline

European prices keep the focus on growth
Central banks still
have plenty of room
for monetary stimulus

Source: Eurostat
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By Andrew Batson

BEIJING—China’s government
said most rural migrant workers
have found new jobs after mass lay-
offs last year, indicating the effects
of its stimulus are filtering into the
job market. But the downturn is
still being felt in weaker growth of
household incomes, which could
hold back consumer spending.

Less than 3% of migrant work-
ers who have returned to cities in
recent months are still looking for
jobs, said Wang Yadong, a deputy
director-general at China’s labor
ministry. He said 95% of migrant
workers preferred to seek work in
cities this year rather than go back
to farming. He declined to give
more detailed figures, and didn’t
explain how the estimates were
made. Mr. Wang’s report is the first
official update since February on
the migrant job situation.

Itinerant rural workers are the
backbone of China’s manufactur-
ing and construction industries,
with tens of millions crossing the
country every year for work far
from their home villages. They
were also among the worst-hit by
the global downturn last year: Offi-
cials previously estimated that 18
million to 23 million of them—

about 13% to 15% of the migrant-
worker population—had lost their
jobs as of January.

Since then, China’s economy
has pulled back from the brink,
thanks to a huge expansion of gov-
ernment investment and lending
from state banks. “Our economic
stimulus plan has had a clear im-
pact on employment,” said Liu
Yuanchun, an economist at Renmin
University in Beijing.

He noted that while the job mar-
ket is performing better than many
expected a few months ago, the pic-
ture is cloudy because government
figures aren’t reliable. “The actual
number of migrant workers who
have returned to the cities and
found jobs may not be as high as
the official figures say,” he said.

China’s regular employment
data have never reflected migrant-
workers layoffs, which were mea-
sured by special surveys. Yet there
are other scattered signs of an im-
proving job market. Recent pur-
chasing managers’ index surveys
indicate many manufacturers
added jobs in May and June. And
the government’s revenue from in-
come taxes rose 2% in the second
quarter, according to economist
Stephen Green of Standard Char-
tered, which also suggests payrolls

are expanding.
The International Monetary

Fund says businesses such as con-
sumer-durables manufacturing
and infrastructure construction
are absorbing the laid-off workers.

Mr. Wang said the govern-
ment’s estimate of the total mi-
grant worker population had in-
creased by about 10 million since
the end of 2008, to 150 million peo-
ple in June. That figure could be evi-
dence that job opportunities are

still drawing more people off the
farm this year.

He emphasized that the govern-
ment will continue measures to
boost employment, as three mil-
lion recent college graduates have
yet to find a job. “China’s employ-
ment situation is still very seri-
ous,” Mr. Wang said. “There are
still a lot of companies whose busi-
nesses are in trouble, and the risk
of job losses is still high.”

New jobs for migrants this year

may not be as good as those they
had before. Some scholars report
that migrant workers have often
had to accept lower wages to find
new work in recent months. The
southern city of Shenzhen, long a
magnet for migrant workers, recog-
nized this trend by cutting its aver-
age wage guideline for this year by
3.8%, to 2,750 yuan ($402) a
month.

Official measures of income and
consumption are still rising this
year, although at a slower rate. The
government’s survey of rural
households shows average income
from migrant work grew 7.7% in the
first half of 2009, down sharply
from 19.6% growth in the year-ear-
lier period.

Yet a central-bank survey in
May found urban households’ satis-
faction with their income was at its
lowest level since 1999. Mr. Liu, the
Renmin University economist, said
official income figures don’t in-
clude commissions or bonuses,
which are likely to be down
sharply. “Many people feel their in-
comes are declining, and their ex-
pectations for future income are
not so great, so they are cutting
back on their daily consumption,”
he said.

LEADING THE NEWS

Purchasing Managers Index: 
Employment

Sources: China Federation of Logistics and Purchasing (PMI Employment), Hyperlink Research (consumer 
confidence)

Warming up

2007 2007’08 ’09 ’08 ’09
40

45

50

55

60

70

80

90

100

110

120

Expansion

t

Contractiont

China's manufacturers have begun 
adding workers again…

…and surveys show more optimism 
on job prospects
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By Jeff Bater

WASHINGTON—U.S. consumer
spending climbed in June, but the
gain seems to have been driven by
rising gasoline prices. Meanwhile,
the income of Americans took the
largest tumble in four years during
June, reflecting the rising unem-
ployment that is challenging the
economy as it struggles out of re-
cession.

Personal income decreased at a
seasonally adjusted rate of 1.3%
from the month before, the Com-
merce Department said Tuesday.
Wages and salaries as well as trans-
fer payments both fell.

The drop, the biggest since the
2.3% decline in January 2005, was

a payback for May income increas-
ing 1.3%. Federal-government stim-
ulus of the economy had driven the
surge, involving a large sum of
transfer payments, including tem-
porary benefits for older people.
The 1.3% gain marked a revision
downward from an originally re-
ported 1.4%.

Spending increased 0.4% from
the prior month. Adjusting for in-
flation, though, spending dipped
by 0.1%. U.S. Energy Department
data show retail gasoline hit a
2009 peak, at $2.69 a gallon, dur-
ing the week ended June 22. The
last time inflation-adjusted spend-
ing rose was in February, up 0.1%,
echoing recent reports on lacklus-
ter spending by consumers.

Spending in May rose 0.1%, re-
vised downward from an originally
reported 0.3% gain.

Disposable personal income—
income after taxes—fell by 1.3% in
June. Disposable income rose 1.6%
during May.

Without government support,
personal income is under pressure
as the U.S. workweek gets shorter.
In a report showing that the U.S. un-
employment rate rose to 9.5% in
June, the Labor Department said
the average workweek for produc-
tion and nonsupervisory workers
on private nonfarm payrolls fell by
six minutes to 33 hours—the low-
est since records began in 1964.

The bad job market is endanger-
ing a U.S. recovery. A key report

last week said the economy con-
tracted from April through June by
1%, much less than over the winter.
But the data showed consumer
spending decelerated in the
spring, and spending is a big part
of the economy. While analysts
foresee the economy rising in the
current, third quarter, fear for jobs
will likely keep wallets tight and
hinder the expected growth during
the rest of the year.

The data Tuesday showed that
personal saving as a percentage of
disposable personal income was
4.6% in June, the Commerce De-
partment said. It was 6.2% in May,
4.7% in April and 3.7% during
March.

An important price gauge eased

in June. The price index for per-
sonal consumption expenditures
excluding food and energy, year
over year, rose 1.5%, after climbing
1.6% in May. The Federal Reserve
watches this core index closely for
signs of inflation pressures. Fed of-
ficials define their statutory goal
of price stability as inflation of
1.5% to 2%.

The core index increased 0.2%
in June compared with May after
rising 0.1% in May.

But inflation watchers remain
vigilant. The Fed and the federal
government have pumped out a lot
of money to revive the economy.
The efforts could backfire, unlock-
ing inflation and pushing interest
rates higher.

By Ilona Billington

And Terence Roth

LONDON—New evidence suggest-
ing that European consumer prices
will keep contracting is likely to keep
the region’s top central banks fo-
cused on reviving their economies.

An index of euro-zone producer
prices fell by 6.6% in June from a
year ago, the sharpest fall since
records began in 1982, the Euro-
stat statistics agency said Tues-
day. Prices edged up 0.3% from
May on rising energy prices. With-
out energy factors, prices would
have contracted 0.1% from the
month before.

The result indicates that, despite
signs that the euro-zone economy is
stabilizing after a yearlong down-
turn, low demand is still pressuring

the prices companies can charge at
factory gates. Rising unemployment
in the 16 countries sharing the euro
currency and weak global demand
likely will prolong the trend, econo-
mists say.

That same scenario holds
throughout the rest of Europe. Other
major central banks, including the
Bank of England and the Swiss Na-
tional Bank, are expected to keep in-
jecting generous amounts of money
into their economies as they begin
to emerge from recession.

The European Central Bank
holds a policy meeting on Thursday,
when it is expected to keep its offi-
cial interest rate at 1% and its pro-
gram of pumping additional Œ60 bil-
lion ($86.4 billion) into the banking
system with purchases of covered
bonds.

Economists expect the ECB will be
on hold for the next several months
before considering the first steps of
winding down monetary stimulus
once the recovery takes hold.

“With several indicators still sig-
naling a risk of deflation, the bank

will have to explain how to make
sure it doesn’t happen here,” said Pe-
ter Vanden Houte, euro-zone econo-
mist for ING Economics.

In the U.K., which isn’t in the
euro zone, consumer prices are still
in positive territory, but have been
slowing sharply. A month-to-month
drop in June producer prices re-
ported last month indicated price
pressures will remain.

The Bank of England’s policy
panel meets Wednesday and Thurs-
day, when financial markets will
watch for a possible decision to in-
crease the volume of its own bond-
purchasing plan. The release of the
BOE’s next inflation report, due
Aug. 12, could include other policy
clues.

The U.K. central bank has so far
bought £125 billion ($211.8 bil-
lion)—equivalent to around 9% of
nominal gross domestic prod-
uct—of mostly U.K. government
bonds under its “quantitative eas-
ing” policy.

But BOE money-supply data re-
leased Tuesday confirmed that the

flow of money to U.K. households
and businesses remains sluggish.
This raises expectations that the
BOE will announce plans to expand
the program by £25 billion.

The Swiss National Bank, the
country’s central bank, won’t hold
another policy session until next
month. But it is widely expected to

continue its policy of keeping the
three-month Swiss franc London in-
terbank offered rate at 0.25% at
least for the rest of the year.

The view received further confir-
mation Tuesday when the national
statistics office said July consumer
prices fell 0.7% from June and 1.2%
from a year ago.

Economists also say the SNB is
likely to continue to pump liquidity
into the banking system by buying
Swiss franc-denominated bonds or
selling Swiss francs against other
currencies if needed.

In other economic news, Spanish
jobless claims were reported shrink-
ing for the third consecutive month
in July, helped by the summer tour-
ism season and the government’s Œ8
billion infrastructure plan.

The Labor Ministry said jobless
claims fell by 20,794, or 0.6%, to
3,544,095 in July from June. But
that total was still up 46% from July
2008.
 —Natasha Brereton

and Jonathan House
contributed to this article.
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Killer app for clunkers spurs new market
U.S. rebate program
prescribes chemical
to stop car engines

Toyota trims estimate
on loss amid cost cuts

By Kevin Helliker

Robert Mueller deals in chemi-
cals for a living—things that can un-
stick glue, thin paint, make plastic—
but he’d never seen an order like the
one he got for sodium silicate.

The compound is typically used
to repel bugs or seal concrete, but
this buyer’s online order form be-
trayed a whole different intent: “To
Kill Car Engines.”

“That worried me a little, so I
picked up the phone and
called the gentleman,” re-
calls Mr. Mueller, an owner
of chemical-firm CQ Con-
cepts Inc. in suburban Chi-
cago.

What Mr. Mueller discov-
ered is that sodium silicate
is the designated agent of
death for cars surrendered
under the U.S. federal cash-
for-clunkers program. To re-
ceive government reim-
bursement, auto dealers
who offer rebates on new
cars in exchange for so-called clunk-
ers must agree to “kill” the old mod-
els, using a method the government
outlines in great detail in its
136-page manual for dealers: Drain
the engine of oil and replace it with
two quarts of a sodium-silicate solu-
tion.

“The heat of the operating en-
gine then dehydrates the solution
leaving solid sodium silicate distrib-
uted throughout the engine’s oiled
surfaces and moving parts,” says

the U.S. National Highway Traffic
Safety Administration publication.
“These solids quickly abrade the
bearings causing the engine to seize
while damaging the moving parts of
the engine and coating all of the oil
passages.”

In a nation packed with experts
on how to keep cars running, the
engine-killing powers of sodium
silicate are a well-kept secret. “I,
like, have so not even ever heard
of this before,” said Robert Lutz,
new marketing chief and re-
nowned “car guy” at General Mo-
tors Co., in an email.

Often called liquid glass, so-
dium-silicate solution has been
better known for being used to
save motors rather than killing

them: It is used to stop
leaks in the gaskets that
seal cylinder heads to en-
gine blocks.

At dealerships across
America, mechanics ac-
customed to fixing en-
gines are battling for the
chance to ruin them. “Ev-
erybody wants to go first,
so I’m probably going to
have to make them draw
straws,” says Jim Burton
of Randy Curnow Buick
Pontiac GMC in Kansas

City, Kan. As service manager,
however, he might reserve that
thrill for himself. “I can’t wait,” he
says.

Over the weekend, half a dozen
mechanics gathered around three
clunkers marked for death at Jim
Clark Motors in Lawrence, Kan. As
Loris Brubeck Jr., the dealership’s
president, held a stopwatch, the
sodium-silicate solution took two
minutes flat to kill a 2002 Ford
Windstar, and just a few seconds

more to kill a 1999 Jeep. But a
1988 Dodge van lasted more than
six minutes.

“Sometimes those old engines,
they’re the hardest to kill,” says
Mr. Brubeck.

The automotive death sentences
are meant to ensure that gas-guz-
zling old models make no return to
the road. As sodium silicate dis-
ables an entire generation of junk-
yard-bound cars, the price of used
engines will likely skyrocket, pre-
dicts Michael Wilson, executive
vice president of the Automotive
Recyclers Association. “It’s the law
of supply and demand.”

Before settling on sodium sili-
cate, the government considered
other methods of execution, in-
cluding drilling a hole in the en-
gine block and running the engine
without oil. But it concluded that
sodium silicate was safest for me-
chanics and for the environment.
In its instructions to dealers, the
government says that the federal
Food and Drug Administration
classifies sodium silicate as
GRAS—“generally regarded as
safe.”

To engines, however, its dam-
age is irreversible. “Once that sili-
cate plugs everything up, it would
be virtually impossible to clean
that engine out,” says Mr. Burton,
the Kansas City service manager.

Consisting largely of ingredi-
ents as common as salt and sand,
sodium silicate isn’t hard to make.
“It is widely available and inexpen-
sive,” said a spokeswoman for the
American Chemical Council. For
auto dealers, a car-killing dose
costs about $5.

But while manufacturers have
plenty on hand, the government
failed to warn distributors about

the impending onslaught of de-
mand from car dealers.

“It’s like the government de-
cided to put every old car in Amer-
ica in mothballs without giving
any heads up to mothball” suppli-
ers, says John See, owner of the
ChemistryStore.com near Colum-
bia, S.C.

Mr. See’s business mostly sells
ingredients to soap and candle
makers, his largest seller being
melt-and-pour soap. But within
hours of the federal government
on July 24 releasing the details of
the cash-for-clunkers program, a
dealer called Mr. See and asked
about sodium silicate. Up to that
point, Mr. See’s eight-year-old
business had sold only about 150
gallons (568 liters) of sodium sili-
cate a year, mostly for use to wa-
terproof masonry.

But within moments of learn-

ing about its new purpose, Mr. See
ordered enormous supplies and
purchased prime space on Google,
so that his company popped up in
searches for sodium silicate. Last
week, he sold 4,600 gallons (17,413
liters) of it, and the rush is con-
tinuing. “We’re working 16 hour
days, and we’ve got friends and
family helping out filling orders,”
says Mr. See.

In Grand Rapids, Mich., a com-
pany called Cleaning Solutions
Inc. received a call from a dealer
ordering a large supply for the
clunkers program. When an em-
ployee recommended investing
heavily in inventory and market-
ing, owner Ron Balk hesitated. In
decades of selling the product,
he’d never heard of it used as an
engine-killer. But a few calls to lo-
cal dealers convinced him other-
wise: They quickly bought out his
existing supply, prompting him to
order large amounts of the prod-
uct. “We’ve been working 12-hour
shifts ever since,” says Mr. Balk.

Back in suburban Chicago, Mr.
Mueller says his company sold
15,000 gallons (56,781 liters) of so-
dium silicate last week, up from a
typical level of 200 gallons (757 li-
ters) a week. “At one point this
week I worked 32 hours without a
break,” says Mr. Mueller.

His company receives the prod-
uct in 275-gallon (1,041-liter) con-
tainers and sells it in smaller
amounts, often five-gallon (19-li-
ter) pails. This week, he says, “the
average dealership is ordering one
to three pails, and a five-gallon
pail will treat 10 cars.”

Long an obscure item in the CQ
Concepts catalog, sodium silicate
has become “the best-selling prod-
uct of the year,” says Mr. Mueller.

By Christoph Rauwald

FRANKFURT—BMW AG on Tues-
day posted a 76% slump in second-
quarter net profit as demand for lux-
ury cars sagged, and the auto maker
shied away from giving a concrete
outlook for the remainder of the year.

Sales of luxury cars have been par-
ticularly hard hit in recent months as
government-backed incentives to
trade in old cars have revived de-
mand mainly for smaller vehicles
rather than for big, premium models.

The world’s largest luxury-vehi-
cle maker by sales said second-quar-
ter net profit was Œ119 million ($171.5
million), down from Œ506 million a
year earlier. Revenue dropped 11% to
Œ12.97 billion from Œ14.55 billion.

“Despite some tentative positive
signals, a lasting and wide-ranging
recovery is not yet in sight,” BMW
Chief Executive Norbert Reithofer
said in a statement.

In the first quarter, BMW swung
to a Œ153 million loss. Analysts
feared that the company might con-
tinue to bleed red ink in the second
quarter, as car sales were down 18%
from a year earlier at 338,190.

BMW said “deliveries to custom-
ers in the second half of the year
are...expected to stop the downward
trend registered in the first six
months” thanks to revamped models
such as the 7-series and new cars like
the X1 small sport-utility vehicle.

The Munich-based company last
week said it would leave the presti-

gious Formula One motor-racing se-
ries at the end of the 2009 season as
part of a wider move to streamline
its cost structure. The decision high-
lights the pressure auto makers face
as the industry experiences a demand
downturn at a time when costs to de-
velop alternative drive trains and es-
tablish green technologies are rising.

BMW plans to exceed its initial
target of Œ4 billion of material-cost
reductions by 2012 as part of a wide-
ranging cost-cutting target of Œ6 bil-
lion. Reducing expenses in materi-
als, production and development are
expected to account for two-thirds
of the planned reduction.

“We managed to generate a posi-
tive free cash flow of Œ516 million
for the first half of the year,” Mr. Rei-
thofer said. BMW’s net liquidity in-
creased to Œ11.9 billion at the end of
the second quarter.

BMW’s closely watched earn-
ings before interest and tax, or
EBIT, fell 60% to Œ169 million from
Œ425 million.

By contrast, Daimler AG’s core
Mercedes-Benz division posted a
Œ340 million loss before interest
and tax for the second quarter, com-
pared with a Œ1.21 billion profit in
the year-earlier period.

Separately,Germany’sfederalvehi-
cle agency, KBA, on Tuesday said new-
car registrations in the country rose
30% in July from a year earlier to
339,976, supported by the govern-
ment’s car-scrapping program, initi-
ated in January.
 —Katharina Becker

contributed to this article.

BMW’s earnings decline 76%

A warning adorns an engine disabled
with sodium silicate.

Piston

BMW said it expects to benefit from a fresh model lineup in the year’s second
half. Above, a BMW Z4 attracted attention at a Beijing show last month.

By Yoshio Takahashi

TOKYO—Toyota Motor Corp.
became the latest auto maker to in-
dicate smoother times ahead for
the beleaguered industry, predict-
ing a narrower loss than expected
for the first half of its fiscal year
thanks to cost cuts and the popu-
larity of its redesigned, fuel-sip-
ping Prius.

But it also reported a 77.82 bil-
lion yen net loss ($816 million) for
the fiscal first quarter ended in
June and remained skittish about
auto markets outside Japan, dem-
onstrating the challenges the Toy-
ota still faces from the strong Japa-
nese yen and soft global economy.

Toyota’s quarterly loss was bet-
ter than a mean analyst estimate
of a 210.4 billion yen net loss com-
piled by Thomson Reuters. It also
marks a significant improvement
from the net loss of 765.8 billion
yen in the previous quarter ended
March. In the year-earlier first
quarter, Toyota reported a profit
of 353.66 billion yen.

The company now expects a net
loss of 250 billion yen for the fiscal
first half ending September and a
net loss of 450 billion yen for the
fiscal year ending in March. It pre-
viously forecast a net loss of 450
billion yen for the first half and
550 billion yen for the year. Still,
that would be the second straight

year of net losses for Toyota, and
worse than the net loss of 436.94
billion yen in the last fiscal year—
the company’s first annual net loss
in 59 years.

The company said that it now
expects cost reductions of 900 bil-
lion yen for this fiscal year, bigger
than its initial target of 800 billion
yen. It also said booming sales of
its Prius gasoline-electric hybrid
is helping revive its plant operat-
ing efficiency after the company re-
duced production to lower inven-
tory levels in the January-March
quarter.

Progress toward a turnaround
would give added weight to a turn-
around effort by Akio Toyoda, a
member of the company’s found-
ing family who became president
in June. Toyota became the
world’s No. 1 auto maker in the first
half of this year, surpassing General
Motors Co. of the U.S., and its effi-
ciency has long been the envy of
other auto makers.

But rapid expansion left it vul-
nerable to the global economic
slowdown, and the company now
faces investor pressure to stream-
line production and perhaps even
shutter operations—an uncomfort-
able prospect for a company based
in Japan, where layoffs are politi-
cally unpalatable.
 —Juro Osawa

contributed to this article.
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Investment banking, Fortis assets a boon to BNP profit

UBS’s latest loss blunts improving finances
Grübel expects sale
of government stake;
risk aversion pinches

Slide in UniCredit profit not as grim as feared; quarterly gain

Source: the company

In the black
UBS net profit/loss, in billions of Swiss francs
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Chief Executive Oswald Grübel said
on Tuesday that he expects the
Swiss government to sell its 
equity stake in the bank by
the year-end.

By Jethro Mullen

PARIS—BNP Paribas SA,
France’s largest bank by market
value, said its second-quarter net
profit rose 6.6%, helped by another
strong performance by its invest-
ment-banking division and the ac-
quisition of assets from stricken Bel-
gian peer Fortis.

Profits at many banks—mainly
those with large investment-bank-
ing operations, such as BNP Paribas,
Credit Suisse Group and Goldman
Sachs Group—have benefited from
a recovery in financial market activ-
ity in the first two quarters of 2009.
Others, hit harder by the crisis and
lacking such extensive investment-
banking activities, like UBS AG, have
continued to struggle.

Paris-based BNP Paribas said
Tuesday that its net profit increased
to Œ1.6 billion ($2.31 billion) from
Œ1.51 billion in the second quarter of
2008.

Total revenue increased 33% to

Œ9.99 billion from Œ7.52 billion.
The growth was spearheaded by

the corporate and investment-bank-
ing unit, where revenue increased
81% to Œ3.35 billion, with burgeon-
ing activity in fixed-income opera-
tions and a significantly improved
performance in the equities busi-
ness.

Chief Executive Baudouin Prot
said at a news conference that the in-
vestment-banking unit should con-
tinue to report good results, pro-
vided that financial markets return
to normal levels and client business
remains strong. Mr. Prot declined to
give an overall 2009 outlook for the
bank.

The earnings were boosted by an
Œ815 million gain due to negative
goodwill related to the May acquisi-
tion of Fortis. Negative goodwill is a
gain resulting from the purchase
price of an acquisition being lower
than its actual asset value.

The performance of the Fortis as-
sets during the second quarter

added a further Œ261 million to BNP
Paribas’s net profit. That, along
with the negative-goodwill contribu-
tion, offset most of the damage from

about Œ1.2 billion in charges related
to goodwill impairments, write-
downs on shares, and the change in
value of the bank’s own debt.

Including the Fortis operations,
BNP Paribas booked Œ2.35 billion in
provisions for credit risk during the
quarter, more than triple the
amount taken a year earlier, as the
economic recession squeezes the fi-
nances of companies and consum-
ers who have borrowed money.

Mr. Prot said in a conference call
later in the day that he hopes the
level of provisions will be the high-
est reached by the group in the next
year to 18 months.

BNP Paribas said its Tier 1 capital
ratio had risen to 9.3% from 8.8% at
the end of March. The ratio is the
core measure of a bank’s capital ade-
quacy, comparing equity, preferred
shares and retained earnings to to-
tal assets.

The bank’s second-quarter re-
sults “are solid in our view, driven
by strong revenues in CIB and Invest-
ment Solutions, with Fortis’s contri-
bution slightly better than ex-
pected,” analysts at J.P. Morgan said
in a note to clients.

LEADING THE NEWS

Stable second quarter
BNP Paribas’s net profit/loss,
in billions

Sources: the company; Bloomberg News (photo)
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By Stephen Fidler

And Katharina Bart

UBS AG said Tuesday that it had
bolstered its finances in recent
months, but further losses added to
questions about whether the Swiss
bank can relaunch its wealth-man-
agement and investment-banking
businesses.

Oswald Grübel, who took over as
group chief executive in February,
painted a picture of a bank return-
ing to its conservative roots as UBS
reported a net loss of 1.4 billion
Swiss francs ($1.32 billion) for the
second quarter of 2009. He said he
expects the Swiss government to
sell its 9.3% investment in the bank
by year’s end as UBS takes steps to-
ward cutting risk and building up its
capital. And he said UBS won’t com-
pete for talent by offering guaran-
teed bonuses to highflying bankers.

The bank’s risk-averse stance pre-
vented it from cashing in on reviv-
ing financial markets like some of
its competitors had, while clients
continued to leave its wealth-man-
agement business amid concerns
about a continuing U.S. investiga-
tion into tax evasion. The loss was
slightly higher than analysts’ expec-
tations, and up from a loss of 395 mil-
lion francs a year earlier.

“We were busy derisking the
bank, with making the regulators
happy with our capital and leverage
ratios, and also getting the bank in a
space where we have more freedom
in reacting to markets,” Mr. Grübel
said in a telephone interview.

UBS’s balance sheet shrank dur-
ing the quarter by 14% to 1.6 trillion
francs, as improved markets led to a
reduction of its derivatives book and
allowed it to sell some assets. As a re-
sult of this and the sale of new shares
to U.S. investors in June, the bank
boosted its Tier 1 capital ratio—a key
measure of financial strength—to
13.2%. That is likely to increase to

13.7% once the sale of its Banco Pac-
tual subsidiary is completed in the
thirdquarter,putting UBSamong Eu-
rope’s best-capitalized banks.

But the efforts to shore up UBS’s
finances failed to stanch outflows
from the bank’s wealth- and asset-
management businesses, an exodus
that Mr. Grübel warned is likely to
continue. Net money flows out of
its global asset-management busi-
ness were 17.1 billion francs in the
second quarter, while 5.8 billion
francs flowed out of its U.S. wealth-
management businesses. Mean-
while, its global and Swiss wealth-
management division—battered by

U.S. government efforts to clamp
down on alleged tax evasion by UBS
customers—suffered 16.5 billion
francs of outflows.

UBS agreed to pay $780 million in
February to settle a criminal case
with the U.S. Justice Department. On
Friday, an agreement in principle
was announced in a civil case with
the U.S. Internal Revenue Service;
the deal is expected to include the
handover to U.S. authorities of ac-
count details of suspected U.S. tax
cheats. Details of the settlement are
expected this Friday. John Cryan, the
bank’s chief financial officer,
wouldn’t comment on the settle-

ment, but noted that the bank had
madenoadditionalprovisionsforset-
tlement costs in the second quarter.

Although the bank failed to take
advantage of stronger financial
markets, it paid more to hire and
keep people who might be able to
do so in the future. Personnel costs
rose to 4.58 billion francs from 3.96
billion in the first quarter “mainly
due to higher accruals for perform-
ance based compensation,” the
bank said.

However, Mr Grübel said UBS
would not pay multiyear guarantees
to attract bankers, saying he be-
lieved such payments were wrong.
“I think, in general, guarantees are a
mistake,” he said. He said he saw no
evidence that UBS had to pay more
than its rivals to attract top staff.

The bank chief said he expected
the Swiss government would proba-
bly unwind its investment in the
bank by year’s end, though he said
he had no indication of when the
sale would take place. The govern-
ment took a 9.3% stake in UBS last
fall in the form of mandatory con-
vertible notes, and the bank expects
these to be converted into shares be-
fore the government sells them.

In its business outlook, UBS said
it remains cautious overall, and that
a sustainable economic recovery
can’t yet be spotted. However, Mr
Cryan said business in the third
quarter has continued in much the
same fashion as at the end of the sec-
ond quarter, indicating the bank
isn’t seeing the usual summer lull.

By Sabrina Cohen

MILAN—UniCredit SpA posted a
74% fall in second-quarter net
profit, hurt by lower fees and in-
come from equity investments.

Italy’s largest bank by market
value said net profit in the quarter
ended June 30 fell to Œ490 million
($706.2 million) from Œ1.91 billion a
year earlier.

That was more than the Œ427 mil-
lion forecast by analysts polled by
Dow Jones Newswires and sent
shares up 3.2% in Milan.

Net profit also was 9.6% higher
than its first-quarter net profit of
Œ447 million.

Net trading income almost dou-
bled, to Œ957 million compared with
Œ484 million a year earlier. In the
first quarter, the bank reported a
net trading loss of Œ93 million.

Since the global financial crisis
has skewed the results of many
banks, analysts say comparisons
with the previous quarter often are
a better gauge of a bank’s
performance.

Higher provisions on bad loans

hurt Unicredit’s bottom line. Net
write-downs of loans and provi-
sions for guarantees rose to Œ2.4 bil-
lion from Œ634 million a year earlier,
mainly because of worsening econo-
mies in Italy, Germany and Central
and Eastern Europe. The bank didn’t
provide a forecast for upcoming
quarters.

Unicredit developed its business
operations in Central and Eastern
Europe following the acquisition of
German lender HVB in 2005. About
16% of its revenue comes from the
area.

The investment-banking unit im-
proved from the first quarter on
stronger financial markets and
strong client-related activity, the
bank said. It posted a pretax profit
of Œ379 million in the second quar-
ter, down from Œ411 million a year
earlier but a large change from the
Œ1.46 billion loss in the fourth quar-
ter of 2008 and the Œ169 million pre-
tax profit in the first quarter of this
year.

The bank said its core Tier 1 ra-
tio, a measure of bank health, was
6.85% at the end of June, up from

6.69% at the end of March. Analysts
and central banks look for a ratio or
7% or higher. Unlike most European
lenders, most Italian banks haven't
yet used government-sponsored
plans to strengthen their capital.

UniCredit has sought aid from
the Italian government to
strengthen its capital ratios and is
still evaluating whether to apply
also for the same financial instru-
ments in Austria. In May, it said it
would seek about Œ4 billion from
both Italian and Austrian
governments.
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OR MANY people, loss of
hearing is irreversible. For
scientists trying to figure
out what can be done
about that, one answer

may lie—or swim, actually—in fresh-
water aquariums.

In the U.S. alone, about one of ev-
ery 10 Americans suffers from hear-
ing impairment, according to a sur-
vey conducted by the Better Hear-
ing Institute, a nonprofit advocacy
group. By far the most common
cause of hearing loss is damage to
the so-called hair cells in the inner
ear as a result of excessive noise,
certain illnesses and drugs, and sim-
ple aging. The problem is that once
hair cells die, humans (like other
mammals) aren’t able to grow new
ones.

In recent years, a research team
at the University of Washington in
Seattle has been working on find-
ing a way to resolve that problem in
experiments involving the ze-
brafish, a common aquarium deni-
zen. The zebrafish, like many
aquatic creatures, has clusters of
hair cells running along the outside
of its body that help sense vibra-
tions in the water, working in a simi-
lar way to hair cells in the human in-
ner ear. But unlike humans, ze-
brafish are able to regenerate their
damaged hair cells. Researchers
hope their work can unlock secrets
to protect human hair cells from be-
coming damaged and to stimulate
the cells to regenerate.

Hair cells, which took their name
because under the microscope they
look like cells with little hairs grow-
ing out of them, are an essential link
in hearing. The filament hairs, or
cilia, bend with vibrations caused by
sound waves entering the ear. That
induces the hair cell to create an
electrical signal that is passed on to
the auditory nerve and sent to the
brain. Devices such as hearing aids,
which amplify sounds, and cochlear
implants, which stimulate the audi-
tory nerve directly, help people
hear, but neither restores hearing to
normal.

Until the mid-1980s, researchers
thought warm-blooded vertebrates,
including humans, weren’t able to re-
generate hair cells. Then, research-
ers around the country began ob-
serving that hair cells grew back in
birds whose hearing was damaged
either by noise or drugs. They also
determined that hair-cell regenera-
tion can result in improved hearing;
in experiments, song birds that had

grown new hair cells were able to re-
sume singing their original songs
with perfect pitch again.

But there is no indication that
mammals can regenerate hair cells.
And why some animals, even within
the same species, are more vulnera-
ble to hair-cell death, while others
are more resistant to it, is a mystery.
“I literally walked around for years
wondering about this variability,”
says Ed Rubel, a professor of hear-
ing sciences who leads part of the
University of Washington research
effort.

There are two main approaches
to efforts aimed at inducing hair
cells to regenerate. Some research
groups are attempting to get stem
cells—undifferentiated cells that
can develop into various specialized
cells—to turn into hair cells, either
by transplanting them from other
parts of the body, or by stimulating
stem cells naturally occurring in the
inner ear to transform themselves.
Albert Edge, an associate professor
at Harvard Medical School and a re-
searcher at the Massachusetts Eye
and Ear Infirmary, says his team has
been able to turn mouse stem cells
into hair cells in a laboratory dish,
though it isn’t clear whether those
cells are functional or not.

Other researchers, like those at
the University of Washington, are fo-
cused on understanding the mole-
cules and genetics involved with
hair-cell regeneration, and how to
mimic this process in animals that
don’t spontaneously regenerate
hair cells. Scientists say aspects of
such research, likely will be the first
to have applications in humans. One
encouraging angle: Dr. Rubel, in col-
laboration with another University
of Washington scientist, David
Raible, has identified chemicals that
seem to protect hair cells from dam-
age. In this experiment, zebrafish
are exposed to a dye that highlights
living hair cells. Then, one or two of
the zebrafish—the young ones used
in the lab measure just 1/8 of an inch
long—are placed in each of 96 shal-
low holes contained on a plate. Dif-
ferent chemicals are administered
to each fish group that might confer
protection to the hair cells.

Finally, another chemical known
to kill the fish hair cells is added. Un-
der a microscope, researchers then
examine the fish to look for cases
where the dye is still evident, signal-
ing that the cells are still alive and
suggesting that the protective chem-
ical appears to have done its job.

Those chemicals found to confer
protection on fish hair cells are cur-
rently also being tested on mice and
rats. The idea is that, once a drug is
discovered that effectively protects
hair cells from dying and is safe for
humans, the medicine could be used
to help protect the hearing of pa-
tients receiving drugs known for kill-
ing hair cells, like chemotherapeutic
agents.

Dr. Rubel’s and Dr. Raible’s teams
also are studying the genetics of ze-
brafish to identify markers that con-
fer hair-cell protection.

Last year, their labs jointly identi-
fied several genetic mutations and
drug-like compounds that seemed
to protect hair cells from death, pub-
lishing their findings in the journal
PLoS Genetics. In a separate study,
published in 2007 in Hearing Re-
search, they identified several
drugs that also appear to be protec-
tive and were already approved for
other purposes by the Food and
Drug Administration. No tests have
been performed on humans, how-
ever.

The teams also are working on a
separate group of studies to under-
stand the genes and other mole-
cules that allow the regeneration of
hair cells in zebrafish, birds and
mice.

Surrounding cells known as sup-
port cells can both turn into hair
cells or generate new hair cells. Dr.
Rubel’s lab is investigating both pro-
cesses. “If we understand the tem-
plate of genes that are expressed by
the cells we would want to divide,
then we could tap into that tem-
plate” to mimic regeneration efforts
in mammals, he says.

One finding identified a develop-

mental protein that appears to be
turned on in animals able to regener-
ate hair cells. In one study, a team
member found a type of protein in-
creased in a chick (which can regen-
erate hair cells) after its cells were
damaged. But in running the same
experiment in a mouse (which can’t
regenerate hair cells), the protein
didn’t increase, suggesting the pro-
tein could be involved in regenera-
tion.

Scientists involved in the experi-
ments say there could be therapeu-
tic trials to prevent hearing loss us-
ing drugs within a decade. However,

finding a cure for hearing loss using
hair-cell regeneration is likely to be
at least 20 years away, they say.

“Hearing aids are Band-aids on a
problem that already exists,” says
Nancy Freeman, director of the re-
generative and development pro-
gram in hearing loss at the National
Institute on Deafness and Other
Communication Disorders.

“The hope with this type of [re-
generation] approach is that at the
end of the day you’d end up with
something that natively restores
function.”
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Dispatch / By Shirley S. Wang

The zebrafish has hair cells on its body that work in a similar way to hair cells in
the human inner ear.

Hair cells, magnified
21,000 times in the
photo above, line
the inside of the
shell-like cochlea of
the inner ear.
Damage to these
cells, which can’t
regenerate, is a
major cause of
irreversible hearing
loss in many people.

Researchers use tiny fish to find
ways to regenerate hearing cells
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Web start-ups branch out
As plans to sell application ads fizzle, firms hawk virtual goods

HSBC positions itself
for listing in Shanghai

By Emily Steel

If at first you don’t succeed, try
again—and if you are an Internet
company, do it quickly.

Slide Inc. is learning this lesson
well. The San Francisco-based com-
pany, which was started by PayPal
co-founder Max Levchin and has
raised a total of about $75 million,
makes some of the most popular ap-
plications on social-networking
sites, including a game called Su-
perPoke, where users can send
their friends virtual hugs, slaps
and sheep.

To capitalize on its popularity,
Slide opened an ad-sales office in
New York last summer and hired a
team to sell standard online ads,
such as the graphical ads that bor-
der a Web page. It typically sold
such ad campaigns for $50,000 to
$200,000.

Now, Slide is scrapping those
ad efforts. It recently fired its ad-
sales team and instead is focusing
on selling so-called branded enter-
tainment campaigns, where an ad-
vertiser is incorporated into
games that are already popular
among consumers. It is also ramp-
ing up its virtual-goods business,
such as spoofs of famous works of
art. It hopes that segment will ac-
count for the majority of its reve-
nue this year.

“Think of us like an e-commerce
business,” says Keith Rabois,
Slide’s vice president of strategy
and business development.

Slide is among a group of com-
panies, including RockYou, Zynga
Inc. and Meez, that are diversify-
ing their businesses by selling vir-
tual goods to consumers and
branded entertainment ads to mar-
keters.

A year ago, investors thought of
these start-up companies prima-
rily as application, or widget, mak-
ers, referring to games and other
applications for social-networking
sites such as Facebook and My-
Space. Some of the most-hyped
businesses on the Web a year ago
were such companies.

Backed by venture-capital dol-
lars, these companies had grand
plans to capitalize on their popular-
ity among Web users by selling ads.
They opened New York offices, hired
ad-sales executives and hosted hip
widget conferences to evangelize
the new media to marketers.

Turns out, it wasn’t such a good
idea, particularly during a reces-
sion. Now, many of these compa-
nies, such as Slide, are searching
for more and different ways to
earn money.

“A year ago, advertising was
seen as the cool new way to create
a great deal of revenue,” says Sean
Ryan, founder and chairman of
Meez, a San Francisco-based Web
site where consumers can create
animated characters for social-
networking sites. “It turns out
those applications didn’t have
enough engagement to deliver the
advertising.”

But whether these new ven-
tures will become a viable busi-
ness model or are just the latest
fad remains to be seen. Virtual
goods are an untested business
model at massive scale. The compa-
nies also are likely to face intensify-
ing competition from Facebook
and MySpace, which are bulking

up their business with marketers
and and experimenting with vir-
tual goods, too. MySpace is owned
by News Corp., which also owns
Wall Street Journal publisher Dow
Jones & Co.

Amid shrinking ad budgets,
marketers have been hesitant to
experiment with new advertising
models. Marketers are projected
to spend about $70 million this
year on widgets and applications,
up 76% from the approximately
$40 million spent in 2008, accord-
ing to research firm eMarketer
Inc. That is just a sliver of the total
$1.1 billion spent on social net-
works in the U.S. this year and the
total $24.5 billion spent on the
Web.

Mr. Ryan says selling virtual
goods is a better model. One exam-
ple he is betting on: dressing up on-
line characters, or avatars, with vir-
tual clothing, such as a $3 Ro-
cawear T-shirt. Slide, the maker of
SuperPoke, sells items for $1 to

$50, ranging from a tool that cre-
ated background scenery for vir-
tual pets to the spoofs of famous
paintings.

The changes have meant scrap-
ping the term used to describe
some of these companies.

“We are not a widget company.
We are a distributed media com-
pany,” says Ro Choy, chief revenue
officer at Rock You. “The reality of
our company is that we were not a
widget company. We make money
through our relationships with ad-
vertisers and partners.”

Widgets and applications first
became popular in 2007, when
Facebook started allowing outside
developers to build applications
on its site. Other social-network-
ing sites soon followed. Piqued by
widgets’ popularity among con-
sumers, several marketers turned
to the widget and application mak-
ers to experiment by building their
own applications but found it hard
to stand out from the pack.

Sandy Flockhart, chief executive of HSBC’s Asian-Pacific unit, speaks in March in
Hong Kong. Asia is expected to remain a prime source of growth for the firm.

Bloomberg News

CORPORATE NEWS

Meez users can create avatars for use on social-networking sites, dressing their
online characters with virtual clothing such as a $3 Rocawear T-shirt or a $2 hat.

By Aries Poon

HONG KONG—HSBC Holdings
PLC is taking steps toward a hoped-
for initial public offering in Shang-
hai that will help raise the compa-
ny’s profile in the Chinese market,
its Asia-Pacific chief executive said.

Asia will continue to be the en-
gine of growth for the U.K.-based
bank, with loans in the region likely
to increase in the second half from a
year earlier, Sandy Flockhart said in
an interview. China is “the largest
part of the puzzle” of growth and
will be an investment focus over the
next 25 to 50 years, he said.

The main reason for the planned
IPO “is to widen our shareholder
base and to give an opportunity to
those…who would like to invest in a
financially diversified bank,”
Mr. Flockhart said.

While HSBC is seeking to be
among the first batch of foreign com-
panies to list in China via a 2010 list-
ing, the timing of the deal is still sub-
ject to authorities’ decision to allow
it. Foreign-controlled companies
haven’t been permitted to list on
stock exchanges in China, but Chi-
nese officials have said in recent
years that they intend to allow it.
HSBC has said for about three years
it would seek a China offering if the
government gave a green light.

Mr. Flockhart said HSBC has al-
ready hired advisers for the planned
listing but didn’t name the banks or
specify the offering’s time frame.

People familiar with the situa-
tion said HSBC has chosen China In-
ternational Capital Corp. and Citic
Securities Co. to handle its planned
$3 billion to $5 billion Shanghai IPO.

Apart from the IPO, Mr. Flockhart
said the development of a stock-bro-
kerage business in China remains a
“very high priority” for the bank. The
biggest challenge, he said, is in find-
ing a suitable joint-venture partner
with which to launch the operation.

In China, HSBC has an 18.6% stake
in Bank of Communications Co., the
nation’s fifth-largest lender by as-
sets; a 16.7% holding in Ping An Insur-
ance (Group) Co. of China Ltd.; 8%
ownership of Bank of Shanghai Co.,

and a 49% stake in HSBC Jintrust Co,
a Shanghai-based fund company.

Including the eight billion yuan
($1.17 billion) of registered capital
in its China-incorporated unit,
HSBC’s total investment in China
was valued at $8.8 billion as of the
end of June, Mr. Flockhart said.

Elsewhere in Asia, Mr. Flockhart
expects India, Singapore, South Ko-
rea, Malaysia and Vietnam to be
among HSBC’s markets that will re-
cover rapidly from the recent down-
turn. “We will see the recovery led
by Global Markets and commercial
banking. Wealth-management prod-
ucts have lost some of their short-
term attractiveness, but eventually
we will see that come back,” he said.

HSBC’s Global Markets business
includes securities trading, margin fi-
nancing and client hedging activities.

HSBC said Monday its Asian busi-
ness earned a pretax profit of
$4.52 billion in the six months
ended June 30, offsetting a $3.7 bil-
lion pretax loss in its beleaguered
U.S. consumer-finance operation.

The bank as a whole posted a
first-half net profit of $3.35 billion,
improving from a net loss of $1.99
billion in the second half of last year.

Mr. Flockhart said HSBC would
choose to expand its footprint in the
region organically, at least for now,
after considering a number of acqui-
sition opportunities in the first half.

“What’s been on offer hasn’t
been significant to change the space
that we are in, and we can achieve
what we can do organically without
risking shareholders’ money on
something that’s not right,” he said.

Even so, he said the bank won’t
rule out merger or acquisition deals.

Separately, Mr. Flockhart said
Australia & New Zealand Banking
Group Ltd.’s plan to buy some of
Royal Bank of Scotland Group PLC’s
Asian banking operations won’t
likely change the competitive land-
scape of the region’s banking sector.

“The real competitors here are
the big Chinese banks and the big lo-
cal competitors in local markets. In-
ternational banks, apart from Stan-
dard Chartered, are less evident,”
Mr. Flockhart said.
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China land fans bubble fears
Property prices rise
as flood of credit
looks for an outlet

By Jonathan Cheng

HONG KONG—Land prices are on
the rise again in China, as easy credit
helps reverse last year’s correction
but also raises concerns that another
bubble could be in the making.

When a property boom in China
came crashing to a halt last year, pur-
chases of land by developers for
new projects began drying up. But
this year, the area of land purchased
has risen every month from the pre-
vious one. And in recent weeks, as a
recovery in housing sales continues
to strengthen, property developers
are again paying top dollar for
empty lots in China’s biggest cities.

Last month, Gemdale Corp., a
Chinese residential developer based
in the southern city of Shenzhen,
surprised the market by paying 3.05
billion yuan ($446.5 million) for a
210,000-square-meter plot in Shang-
hai’s Qingpu suburb, more than tri-
pling the opening bid.

A few weeks earlier, Franshion
Property (China) Ltd. paid 4.06 bil-

lion yuan at a public auction for a
156,000-square-meter site in
Beijing’s main business district. The
price of 14,500 yuan per square
meter, when calculated using the to-
tal area that can be developed, was a
record on that basis.

Analysts attribute the turn-
around in land prices to the flood of
credit that has entered China’s econ-
omy in recent months.

“Land sales have been going
crazy in big cities, particularly in
Beijing, and regulators suspect a lot
of that money came from banks,”
said Karen Tang, a partner for law
firm White & Case LLP in Shanghai
who specializes in banking and real
estate.

“The bubble is getting bigger and
bigger,” said Alan Chiang, head of
mainland Chinese residential prop-
erty in Shenzhen for the property
broker DTZ. He said the trend is en-
couraged by local governments,
who earn revenue from land sales
and hope an upturn will refill their
coffers.

Concerns about real estate focus
on a flood of cash that has driven up
stock prices as well. The Shanghai
stock market’s main index is up 91%
this year, and two initial public offer-

ings in recent days
soared in their de-
buts.

The speed with
which developers are
paying peak-level
prices for land has
fanned concerns
among policy makers
and analysts about a
bubble. Bei Fu, Stan-
dard & Poor’s Ratings
Services’ main credit
analyst for the Chi-
nese property sector,
warns that many de-
velopers “continue to
have a potentially
risky appetite for ex-
pansion and land ac-
quisitions, largely sup-
ported by an aggres-
sive equity culture.”
Ms. Fu warns that
should the trend con-

tinue, a “policy backlash,” combined
with a broader downturn, could crip-
ple developers’ balance sheets.

Still, developers’ hunger for
more land reflects bullishness on
the long-term prospects of China’s
cities. “Land prices could be even
higher in 2010,” said David Ng, a
Hong Kong property analyst for
Royal Bank of Scotland Group. “It’s a
game of planning ahead.”

Throughout the summer, land
purchases by developers and state-
owned enterprises have continued
at a rapid clip. Ten of China’s most
prominent developers spent about
10.7 billion yuan on land purchases
in June, a 74% jump from the month
before, according to data from prop-
erty broker Centaline Group. Oth-
ers, including Hong Kong-listed CC
Land Holdings Ltd., are raising eq-
uity to fund more land purchases.

After falling 1.3% in the first quar-
ter of 2009 from the previous three
months, the nationwide land-trans-
action price index rebounded 2.3%
in the second quarter, according to
the latest official figures.

The rush to buy land echoes what
happened in 2007, when a number of
developers focused on expanding
land banks to lock up future reve-
nue. A number of big property devel-
opers overextended themselves and
approached the brink of collapse.

Some of those same developers
now are back in the market.

“It’s remarkable; in a lot of other
economies these companies would
have gone to the wall and crashed,”
said Ashley Howlett, a property law-
yer with Jones Day in Beijing. He
said “prices are about the same or
even higher than they were in 2007.”

Regulators are in a delicate posi-
tion. They are loath to stifle recov-
ery in a sector that can spur growth
in other industries, and which has
underpinned a rise in the country’s
wealth. On the other hand, the last
run-up in property prices pushed
many home buyers out of the mar-
ket and stretched developers’ bal-
ance sheets to dangerous levels.

But while home prices have be-
gun to rise, the upside could be con-
strained in the short term by a glut
of inventory. If demand from home
buyers doesn’t rise quickly enough,
developers will see margins shrink
from the 30% or 40% they enjoyed
before markets collapsed last year.

China Vanke Co. Ltd., the coun-
try’s largest developer by market
capitalization, said Monday that
high land costs in previous years
squeezed its gross margins to 26%
in the first half of 2009, down from
30.6% in 2007.
 —Andrew Batson

contributed to this article.
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German property funds
return to making deals

Regulators are loath to stifle recovery in the property
sector, which could spur growth in construction.

By William Boston

SPECIAL TO THE WSJ
Confident that European prop-

erty markets are recovering, inves-
tors are pouring money into Germa-
ny’s open-ended real-estate funds,
which are flush with cash and on the
prowl for acquisitions.

Deka Immobilien Investment, a
unit of DekaBank AG and Germa-
ny’s second-largest open-ended
property fund manager with assets
of Œ12.5 billion ($18.02 billion) be-
hind Union Investment Real Es-
tate, is in talks to buy an office
building in Washington, D.C., and is
negotiating the purchase of a logis-
tics center in Prague, according to
Matthias Danne, the DekaBank
board member in charge of oversee-
ing the bank’s real-estate business.

“We are interested in buying
properties in the best locations. It
is possible again to get attractive
pricing in central markets in Lon-
don, Paris, Madrid and other core
cities,” he said in an interview.

He declined to elaborate on the
negotiations.

Over the past few months Deka
has done deals valued at more than
Œ500 million. The properties and lo-
cations vary widely from a hotel in
Göteborg, Sweden, to a logistics
center in Waalwijk, Netherlands, to
office buildings in Melbourne and
Perth, Australia, to its first acquisi-
tion in Canada, an office building in
Vancouver for Œ186 million.

Germany’s open-ended funds
have been among the most active
European property investors. But
many ran for cover last year, when
investors stormed the funds seek-
ing their money. Many funds were
forced to freeze redemptions.

Now, some of the funds that
closed are opening again, and inves-
tors are rushing back in. In the first
half, net new investment in Germa-
ny’s open-ended funds was Œ3.1 bil-
lion, according to the fund-manage-
ment association BVI Bundesver-
band Investment and Asset Man-
agement. New investment is down
24% compared with the first half of
2008, when investors poured Œ4.13
billion into open-ended property
funds. But new investment has
been rising month to month since
March. The strongest month was
June, with Œ868 million in net new
investment.

“The amount of money that has
flowed into the open-ended funds
largely reverses the outflows that
occurred in October and November
last year,” said Michael Haddock, di-
rector of European research at
property consultants CB Richard El-
lis in London.

The most active property inves-
tors among the German funds this
year have been the large funds that
weren’t forced to close when mar-
kets plummeted after the collapse
of Lehman Brothers Holdings last
September: Deka, Union Invest-
ment Real Estate and Commerz
Real Investment. These three fund
managers were behind nearly all of
the 13 deals done by German prop-
erty funds this year, with Deka ap-
parently the most active, said Mr.
Haddock.

Compared with the broader
property-investment market, the
German funds also are doing larger
deals. One-third of the deals this
year were valued at more than Œ100
million, said Mr. Haddock. By com-
parison, the average size of deals in

Europe in the first half was Œ18 mil-
lion.

Other recent deals by German
open-ended funds include the pur-
chase of a shopping center in Italy
by AXA Immoselect, the open-
ended property fund of AXA Invest-
ment Managers. AXA closed a deal
on July 21 to purchase a 90% stake
in the Antegnate shopping center
in Bergamo, Italy, from the Stilo
Group, which will retain the rest
and manage the center. AXA, which
originally agreed to buy the shop-
ping center in January 2007, said it
paid Œ145 million. A person in-
volved in the deal said that price is
lower than agreed in 2007, but AXA
also agreed to share profits with

Stilo if income from the center is
higher than expected.

Germany’s largest open-ended
property fund, Union Investment,
bought the Auchan shopping cen-
ter in Monza, Italy, in May for Œ142
million from Italian property group
ImmobiliarEuropea.

Some of the open-ended funds
that froze redemptions last year
are opening again and soon could
be back on the acquisition trail.
SEB Asset Management, KanAm
Grund Kapitalanlagegesellschaft
mbH and Credit Suisse Asset Man-
agement Immobilien Kapitalan-
lagegesellschaft mbH are now
open again and looking for deals.

The funds that reopen are likely
to take an initial hit from investor
withdrawals. SEB saw net with-
drawals of Œ243 million after it
opened in June. When July data are
published, analysts expect the
other funds that reopened will
show net withdrawals.

German investors tend to like
the open-ended funds because they
are meant to produce a steady in-
come stream. To assure consistent
dividends to investors, the funds
also are required to maintain high
levels of liquidity and not take on
too much debt.

In the case of Deka, Mr. Danne
said Deka’s funds on the whole
maintain a low leverage of about
20%. Acquisitions that require debt
are financed with as much as 50%
equity.

The German open-ended funds
are attracted to prime properties
that require little or no follow-on
improvements and solid tenants.

“They are driven by income,”
said Mr. Haddock. “The pace of ac-
quisitions will likely pick up in the
second half of the year, but it will be
more difficult for them to find the
kind of prime properties they are
looking for.”

THE PROPERTY REPORT

On the prowl 
Assets of the five German open-
ended property funds, in billions

Note: As of June 30

Source: BVI Bundesverband Investment and 
Asset Management
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Location, location
Germany’s open-ended
funds are back on the
real-estate prowl > Page 28

Xstrata presses for deal
Miner dismisses call
to sweeten Anglo bid;
profit is down 77%

The Property Report

By Guy Chazan

Miner Xstrata PLC reported a
drop in net profit of 77%, even as it
pressed its case for a proposed
merger of equals with rival Anglo
American PLC and dismissed calls
to sweeten the offer.

In an interview, Mick Davis, Xstra-
ta’s chief executive, expressed frus-
tration that Anglo’s board has so far
refused to engage with him, but said
the company would be patient.

“These big deals take a long
time to do,” Mr. Davis said. “I’ve
done so many [of them] I can’t get

worked up about the short-term
movements.”

He was speaking as Xstrata un-
veiled first-half results that it said
proved it had “weathered the
storm.” Net profit fell 77% to $643
million. Adjusted to exclude excep-
tional items, profit fell 68% to $909
million, a result that was much bet-
ter than most analysts expected.

Xstrata was hit by the steep de-
cline in commodity prices this
year amid the global recession,
with prices of metals like copper
and nickel slumping by more than
50% year-on-year. Some mining
companies say the outlook is be-
ginning to improve, though, with
China driving an uptick in demand
for some metals.

Xstrata launched its proposal for
a no-premium merger of equals in
June. The tie-up would create the

world’s third-largest mining com-
pany by market value after BHP Billi-
ton Ltd. and Brazil’s Vale SA, and
the world’s top producer of zinc,
platinum, diamonds, coal for power
stations and ferrochrome. But An-
glo swiftly rejected the offer as “to-
tally unacceptable.”

Mr. Davis was taken aback by the
vehemence of Anglo’s snub. He said
he was surprised that Anglo re-
jected Xstrata’s proposal so quickly
and that it has steadfastly refused to
engage with the company ever
since. But Mr. Davis dismissed calls
for Xstrata to offer a premium, ei-
ther by adding cash or allowing An-
glo investors to own more than half
of the combined company.

“Both sets of shareholders are
bringing equivalent sets of assets to
the table and the combination is giv-
ing rise to synergies that they both

should be entitled to share in
equally,” he said.

Yet some Anglo investors in-
sisted there would be no deal with-
out a premium. “There’s a value
gap between what Xstrata is pro-
posing and what Anglo is worth,”

said Anwaar Wagner, a portfolio
manager at Old Mutual Investment
Group, an Anglo shareholder. “If
Xstrata comes up with an offer
that recognizes the inherent value
of Anglo, then clearly sharehold-
ers will consider it.”

Anglo shares have underper-
formed Xstrata’s in the last month,
suggesting investors may be grow-
ing more pessimistic that there will
be a deal. But some think a merger
will happen sooner or later. “These
are great assets that work well to-
gether…and it’s worth being pa-
tient,” says James LaTorre of the Har-
bor International Fund, which is an
investor in both Xstrata and Anglo.

In London on Tuesday, Xstrata
shares fell 2.1% to 847 pence
($14.35). Anglo shares fell 2.6% to
1,971 pence.

Industryobserversassumethatif
atie-uphappens,Mr.Davis,widelyad-
mired in the mining industry for his
managementskills,wouldenduprun-
ningthecombinedcompany,squeez-
ing out Anglo’s chief executive, Cyn-
thia Carroll. In the interview, he de-
nied that he had such plans, saying
the two companies could “bring in
someone independent.”

Healsodeniedthatculturaldiffer-
ences between Xstrata and Anglo
couldscrapadeal—anissuethatAng-
lo’s new chairman John Parker has
raised as a possible obstacle to any
merger.Xstrataisseenasleananden-
trepreneurial,whereasAngloisolder,
more established and centralized.

“I don’t see how different cul-
tures is an impediment to putting
companies together,” Mr. Davis
said. “BHP and Billiton had two dia-
metrically opposed cultures. Today
[the merged company] seems to be
fine operating unit.”
 —Dana Cimilluca

contributed to this article.

CORPORATE NEWS

Xstrata’s CEO
rejected calls for the
company to offer a
premium for Anglo.

Xstrata
Net profit, in billions

’09

Source: the company
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Reaching out in the era of BFFs and TTYL
Sites and books help
executives, parents
decipher text lingo

By Stephanie Raposo

K
ATE Washburn didn’t
know what to make of
the email a friend sent
to her office with the ac-
ronym “NSFW” written

on the bottom. Then she clicked
through the attached sideshow, ti-
tled “Awkward Family Photos,”
which included shots of a family
dressed in furry “nude” suits and an-
other family posing alongside the ex-
posed crotch of a walrus.

After looking up NSFW on
NetLingo.com—a Web site that pro-
videsdefinitionsofInternetandacro-
nyms texting terms—she discovered
whatit stood for:“Not safeforwork.”

“If I would have known it wasn’t

safe for work, I wouldn’t
have taken the chance of be-
ing inappropriate,” says
Ms. Washburn, 37 years
old, a media consultant in
Grand Rapids, Mich.

As acronyms and other
formsofoften-obliqueshort-
hand become increasingly
widespread in emails, text
messages and tweets, peo-
ple like Ms. Washburn are
scrambling to decode them.
At work, clients and col-
leaguesusethetermstoexpe-
dite the flow of information,
and at home,parents need to
know the lingo in order to
keep up with—and some-
timespolice—theirchildren.

One reason for the spike
in acronyms—more than
2,000 and counting—is the
boom of social-media sites
like Twitter, where mes-
sages are limited to 140
characters. Text messages
are also limited in length.
Taking time to master text-
speak may seem like a
WOMBAT (“Waste of
money, brains and time”),
but with over 1 trillion text
messages sent and re-
ceived in 2008 in the U.S.
alone—according a survey
by CTIA-The Wireless Asso-
ciation, an industry trade
group—doing so could
help increase your produc-
tivity at work and improve
relationships at home.

Learning abbreviated
jargon is comparable to an
initiation process into a se-
cret society. A growing
number of executives, fear-
ful of being considered out
of it, are adopting the
lingo, according to
Stephanie Grayson, a cor-
porate speech and media
trainer based in New York.
“If a CEO does not appear
to be tech savvy, people may start to
wonder, ‘Is the company not
plugged into today’s technologies
also?’ ” says Ms. Grayson, who has
noticed a hunger among her clients
to learn Internet slang over the past
few months.

A number of new online and
print resources have sprung up to
service the need for people to com-
municate in the era of WRUD
(“What are you doing?”) and TTYL
(“Talk to you later”). Independent
Web sites like NetLingo.com andUr-
banDictionary.com—and corporate
ones like LG Corp.’s DTXTR.com—
provide English translations for text-
speak, as does Textapedia, a pocket
guide released last year that is sold
in over 4,000 stores in the U.S.
NetLingo.com reports a 391% in-
crease in the number of unique visi-
tors over the past five years, and Ur-
banDictionary.com notes a 40%
jump in its unique visitors from
June 2008 to June 2009.

Both the AP Stylebook and Mer-
riam-Webster Dictionary have rec-
ognized text shorthand for the first

time in their 2009 editions, which
were released in June. The AP Style-
book now includes IMO (“in my opin-
ion”), ROFL (“rolling on the floor
laughing”) and BFF (“best friends
forever”), among others. Merriam-
Webster contains LOL (“laughing
out loud”) and OMG (“oh my God”).

“These abbreviations have
shown they are very likely to be a
part of our language for a long
time,” says Peter Sokolowski, editor
at large at Merriam-Webster.

When matters are crucial, Rachel
Weingarten, author of “Career and
Corporate Cool,” urges tech consum-
ers not to be embarrassed to clarify
directly. “Risk appearing less hip
and just make sure you know what
the person is trying to communi-
cate,” says Ms. Weingarten.

Branding strategist Elizabeth
Kanna, 50, keeps a “Mom’s Text Talk
Sheet,” a cheat sheet of over 30 text-
isms created and updated con-
stantly by her three teenage daugh-
ters, on her desk at work. Ms. Kanna,
who lives in Sacramento, Calif., says
she refers to it daily as many of her

clients prefer communicating
through text shorthand like SWDYT
(“So what do you think?”) and
WDYM (“What do you mean?”).

Bert Martinez Communications
LLC, a Houston-based business con-
sulting firm, hired a 20-year-old and
two teenagers to accelerate the learn-
ing curve of texting vernacular taught
to a staff of six. “It gave us the confi-
dence that we could use the lingo and
connect with the younger clientele on
their level,” says Bert Martinez, presi-
dent of the firm, which now conducts
about 20% of its communication with
clients via texting.

Teenagers also text in code for a
reason, says Anne Mitchell, presi-
dent of the Institute for Social Inter-
net Public Policy, based in Boulder,
Colo. “It is usually because they are
involved in activities which they
don’t want their parents to discover,
such as casual sex, drugs and alco-
hol.” Indeed, some parents immers-
ing themselves in text-speak may be
startled by such terms as GNOC
(“Get naked on camera”), POS (“Par-
ent over shoulder”), LMIRL (“Let’s

meet in real life”) and
IWSN (“I want sex now”).

Susan Avery, Senior Ed-
itor at ParentDish.com,
AOL’s parenting Web site
based in New York City,
says she has observed a
slow build of parents be-
coming more concerned
about not knowing what
their kids are talking
about. “The best thing is to
embrace it and use it as a
bonding experience with
your child,” says Ms.
Avery, after noticing about
a 10% increase in letters
from parents on the topic
last month compared to
the same time last year.

After DTXTR.com
launched in May, Shannon
Snyder, a writer in Vancou-
ver, B.C., reviewed the
searchable glossary and
now uses it to police her
kids.“I don’twant mykid to
be the racist or the rude kid
because he’s repeating a
random composition of let-
ters he heard someone else
say in school and thought it
was cool,” Ms. Snyder, 34,
says, adding that not moni-
toringthelanguageherchil-
dren use would be a disser-
vice to them.

The fact that 15-year-
old Jack Beisel’s mother
uses texting shortcuts like
WM (“Are you with me?”)
and CIL (“Check in later”)
strengthens their relation-
ship. “It makes her seem
like she’s a little more un-
derstanding about modern
culture,” says Mr. Beisel,
who lives in Bayport, N.Y.

Arianna Pflock, a
14-year-old from Love-
land, Colo., prefers to text
her mother to phoning her—
especially when friends
are within earshot. “Tex-

ting is more private and it’s easier to
get the point straight across to my
Mom,” Ms. Pflock says.

Still, some parents have yet to ac-
knowledge the power of texting and
its implications. A study of about
1,000 parents and 1,000 kids con-
ducted earlier this year by Wake-
field, a market research firm based
in Washington, reveals about four
out of 10 parents say they never
think about texting as a way to com-
municate with their kids. The study
also shows, however, that only 34%
of kids surveyed say it would be an-
noying to receive text messages af-
ter school from their parents.

The consequences of not know-
ing the lingo can be mortifying. Cas-
sandra McSparin, 23, of Jim Thorpe,
Penn., knew a woman whose friend’s
mother had died. She texted her,
“I’m so sorry to hear about your
mother passing away. LOL. Let me
know if there’s anything I can do.” It
turns out she thought LOL meant
“Lots of love.”

Ellen Weinstein

A killer app for
clunkers spurs new
market. Page 30

Can the tiny zebrafish save your ears?
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Decoding text-speak
Familiarity with texting acronyms
and terms is becoming more
important in both the workplace
and—if you’re a parent—at home.
Here’s a handy guide to some of the
lingo being used by everyone from
tweens to bosses:

Term translation 

BIL—Boss is listening

PAW—Parents are watching

99—Parents are no longer watching

PIR—Parent in room

PCM— Please call me

NMP—Not my problem

IMS—I am sorry

TOY—Thinking of you

BI5—Back in five minutes

KUTGW—Keep up the good work

DAMHIKT—Don’t ask me how I
know that

CID—Consider it done

DEGT—Don’t even go there

GBTW—Get back to work

FWIW—For what it’s worth

GFTD—Gone for the day

FYEO—For your eyes only

HAND—Have a nice day

IAT—I am tired

NRN—No response necessary

UG2BK—You got to be kidding

88—Bye-bye

4COL—For crying out loud

WRUD—What are you doing

LMIRL—Let’s meet in real life

^5—High five
Sources: NetLingo.com; Textapedia Inc.
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Retailer Macy’s adapts to weaker sales

By Elizabeth Adams

StatoilHydro ASA said Tuesday
that its second-quarter net profit
was nearly wiped out by an “unusu-
ally high” tax rate, but its underly-
ing profit beat market forecasts,
supported by the company’s
strong international operations.

The Norwegian oil and gas com-
pany reported a second-quarter
net profit of 77 million Norwegian
kroner ($12.8 million), down from
18.77 billion kroner in the year-ear-
lier period. It said the earnings
were hurt by the introduction of
the U.S. dollar as the currency for
its day-to-day business, a move
aimed at limiting the effect of cur-
rency fluctuations on its financial
income. The company continues to
use Norwegian kroner to report its
earnings.

StatoilHydro said that after the
change, its income tax totaled 19.5
billion kroner in the second quar-
ter, equivalent to a tax rate of
99.9%. That compared with tax of
43.2 billion kroner in the year-ear-
lier period, equivalent to a tax rate
of 69.6%

“In the second quarter of 2009
the taxable income was higher
than the income before tax, which
increased the reported tax rate in
the quarter,” the company said.

Carnegie analyst John Olaisen
said the net-profit drop was “due
to plenty of one-offs,” and market
watchers said they preferred to fo-
cus on underlying operating profit
of 29.2 billion kroner, down from
56.3 billion kroner a year earlier.

StatoilHydro said the decline in
underlying operating profit was
largely due to falling oil and gas
prices and lower volumes. That
also weighed down revenue, which
fell 39% to 104.63 billion kroner
from 170.61 billion kroner.

Oil prices were down 40% in the
quarter from a year earlier, while
gas prices were down 18%—nega-
tives only partially offset by im-
proved gas margins and a 4% in-
crease in gas volumes.

Falling overall production from
maturing Norwegian fields was
partly compensated for by robust
international output. The compa-
ny’s total equity production in the
period slipped 2.8% to 1.845 mil-
lion barrels of oil equivalent a day,
from 1.898 million barrels a day a
year earlier. Still, the company re-
iterated its 2009 and 2012 daily
production targets.

Meanwhile, in its international
unit, which represents a small but
growing portion of the company’s
overall production, output of liq-
uids from international fields due
to StatoilHydro rose 36% from a
year earlier to 303 million barrels
of oil equivalent a day, while gas
due to the company rose 64% to 90
million barrels a day.

Chief Executive Helge Lund
said StatoilHydro has boosted ef-
forts to reduce costs in a difficult
environment. He added that the
global economic outlook seems
“somewhat less pessimistic,” but
noted that while the balance of
risks appears to have improved,
uncertainty remains high.

In the second quarter, Statoil-
Hydro drilled 22 exploration and
appraisal wells—14 in Norway and
eight internationally.

The cost of production per bar-
rel in the 12 months ended June 30
was 38 kroner, down from 46.20
kroner a barrel in the year-earlier
period, as the company shed most
of the costs relating to restructur-
ing after buying Norsk Hydro’s
ASA oil and gas assets in 2007.

StatoilHydro net hit hard by taxes
Lower oil, gas prices
weigh on revenue;
total output down

By Rachel Dodes

When Terry J. Lundgren became
chief executive of Macy’s Inc. five
years ago, he set out to revitalize the
151-year-old retailer, and further re-
shape an industry that had under-
gone two decades of consolidation.

He engineered the biggest take-
over in department-store history—
the $17 billion acquisition of May De-
partment Stores Co.—and re-
branded regional chains including
Marshall Field’s and Filene’s under a
national Macy’s banner. Then came
the worst economy since the Great
Depression.

Today, Mr. Lundgren is manag-
ing through growing unemploy-
ment, slumping consumer spending
and falling profits. Macy’s, one of
the nation’s largest department
stores by revenue, saw sales at
stores open at least a year fall 8.9%
in June, its 14th consecutive month
of year-over-year declines.

In an interview with The Wall
Street Journal, the 57-year-old re-
tail executive said he is using the re-
cession to remake Macy’s again.
He’s reshuffled management and
launched an effort to better tailor
store merchandise to regional
tastes. “This is the best time to fig-
ure out what you’d like to look like in
the future,” he said.

Is the consumer showing any
signs of life?

Terry Lundgren: It looks to us
that we’ve bottomed out and are
bumping along the bottom. It’s not
good news but it’s not getting
worse, I think, for us and for other re-
tailers.

Our purchasers are women.
She’s spending the same amounts

but just shopping with a great deal
of discretion. Value is the word,
even if it’s at regular price. The in-
trinsic value of what she’s buying is
very important. That message is
probably going to stay with us for
some time.

Do you want to see more of a
stimulus package?

I want to see more stimulus in
the hands of those who need it, and I
want to see more jobs created with
the stimulus package. I want to get
more people to work. I don’t think
our [national] unemployment num-
ber is done yet.

So do you think more of a pack-
age is needed?

No, not more of a package, just
more of what already has been
agreed to be distributed. What I
was enthusiastic about was this
whole term of “shovels in the

ground,” getting this in the hands
of people who can work on infra-
structure, build those things that
need to be built anyway—high-
ways, transportation and the like,
get people working. That works for
me. That’s my customer, as well as
Wal-mart’s and Penney’s and
Kohl’s. That’s what we need. We
need jobs and job security.

Do you think about lowering
your average selling price or
changing your product blend, as
some of your competitors have
done?

Here’s the challenge. We have [a
men’s pants brand], and they typi-
cally go out the door between
$29.50 and $32.50, with all the cou-
pons and everything. We and the
manufacturer together agreed to
mark them down to $21.99 or some-
thing like that. Selling like hotcakes.
Every other pants around them
stopped selling.

So we were getting tremendous
sell-through at low price points and
no margins. And I am not making my
pants sales for last year, because my
average sale dropped by 30%. It’s re-
ally hard to make the math work. I
have to have 30% more transactions
on this product to break even.

Are you worried that custom-
ers are trained to wait for dis-
counts, particularly after last holi-
day season?

I’m not worried about it. I’m
counting on it. If we get an upside
surprise, that would be a wonderful
thing. But they will not forget the
value they had last year.

The only way customers are go-
ing to start buying at full price
again, [is] when they can’t have
their way on discounts. The key is
you have to give good value, but it
doesn’t have to be 80% off.

Do you think the level of con-
sumption will ever get back to
what it was, once the recession is
over?

None of us know that. But I
think it will not be what it is today.
There was a period of time when it
was easy, there was no price resis-
tance in certain product catego-
ries. I think that’s over. I think
there will be price resistance, but
[consumer spending] will come
back. It will be better.

I think it’s all part of the human
psyche. There is a certain release
valve associated with shopping and
having someone take care of you for
a change. There’s something to that
hunt for a special jacket. That psy-
chology may be hard to explain, but I
do think that will return over time.

CORPORATE NEWS

By Lilly Vitorovich

U.K. betting group William Hill
PLC Tuesday warned its retail busi-
ness will miss profit expectations
for 2009 due to slow business in
July and uncertainty amid the reces-
sion, and said it will move its online
betting operations to Gibraltar to
cut its tax bill.

William Hill’s performance in
July was affected by weak margins
on horse racing—it paid out more to
successful gamblers—alongside the
inevitably quieter weekends outside
the football season.

William Hill said the transfer of
its online betting service, Sports-
book, and fixed-odds games to
Gibraltar is part of the ongoing inte-
gration of William Hill Online, which
was created in December through
the combination of William Hill’s ex-
isting online business with assets ac-
quired from Playtech Ltd.

Analysts expect the move to
Gibraltar, where the tax rate is lower
than in the U.K., to save William Hill
£10 million ($17 million) annually,
Chief Executive Ralph Topping said.
William Hill, which has around
16,000 employees, paid almost £300
million in U.K. taxes and levies in
2008, according to the company.

It’s the first U.K.-based gaming
company to move its online opera-
tions to Gibraltar, the home of pure
online gaming companies such as
PartyGaming PLC and 32 Red PLC.

Mr. Topping said the economic
environment remains tough, mak-
ing it difficult to predict clear
trends. “Whilst we have shown resil-
ience in the first half, as we look to
the balance of the year we are cogni-
zant of rising unemployment and
constraints on consumer spending
generally,” he said.

William Hill’s shares closed
down 9.8% at 168 pence ($2.85). The
profit warning also hurt shares in
Ladbrokes PLC, William Hill’s big-
gest rival in the U.K, on fears it will
deliver grim news on Thursday
when it reports its interim results.
Its shares closed down 7% at 167.10
pence.

William Hill said first-half net
profit dropped 26% to £58.7 million
from a year earlier, hurt by higher
operating expenses related to its on-
line operations as well as higher en-
ergy and retail-related costs. Net
revenue rose 5% to £515.5 million,
driven by a 58% rise in online net rev-
enue. Retail net revenue fell 1%.

William Hill declared an interim
dividend of 2.5 pence a share, down
from 7.75 pence a year earlier.

The company said its online oper-
ations are continuing to perform
well and the group remains comfort-
able with market consensus for the
recently enlarged business.

William Hill
warns on profit
for retail business

Evaporating profits
Statoil’s net profit, in billions 
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million

Workers at StatoilHydro platform Sleipner T, in the North Sea off the coast of Norway

Note: Fiscal year ended Jan. 31

Source: the company

Trying times 
Macy’s quarterly profit/loss
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–$4.77 billion

Macy's CEO Terry J. Lundgren 

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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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 18.30 $26.27 0.04 0.15%
Alcoa AA 42.20 12.84 0.24 1.90%
AmExpress AXP 11.60 28.71 0.06 0.21%
BankAm BAC 347.80 15.64 0.32 2.09%
Boeing BA 5.60 44.16 0.37 0.84%
Caterpillar CAT 24.60 47.89 2.77 6.14%
Chevron CVX 8.90 70.41 0.01 0.01%
CiscoSys CSCO 52.40 22.44 –0.13 –0.58%
CocaCola KO 8.30 49.50 –0.10 –0.20%
Disney DIS 9.40 25.64 0.12 0.47%
DuPont DD 6.40 32.14 0.24 0.75%
ExxonMobil XOM 17.20 70.60 –0.05 –0.07%
GenElec GE 110.90 13.82 0.10 0.73%
HewlettPk HPQ 13.80 43.42 0.04 0.09%
HomeDpt HD 9.90 26.29 –0.03 –0.11%
Intel INTC 43.40 19.32 –0.05 –0.26%
IBM IBM 4.70 119.60 –0.32 –0.27%
JPMorgChas JPM 40.40 40.21 0.61 1.54%
JohnsJohns JNJ 8.30 61.06 –0.04 –0.07%
KftFoods KFT 8.10 28.34 0.14 0.50%
McDonalds MCD 11.20 55.01 –0.12 –0.22%
Merck MRK 14.30 29.84 –0.18 –0.60%
Microsoft MSFT 44.70 23.77 –0.06 –0.25%
Pfizer PFE 44.30 16.07 0.03 0.19%
ProctGamb PG 9.60 55.46 –0.15 –0.27%
3M MMM 4.40 72.03 –0.11 –0.15%
TravelersCos TRV 5.90 46.26 1.24 2.75%
UnitedTech UTX 5.80 54.79 –0.39 –0.71%
Verizon VZ 10.00 31.86 –0.17 –0.53%
WalMart WMT 17.70 49.85 0.01 0.02%

Dow Jones Industrial Average P/E: 15
LAST: 9320.19 s 33.63, or 0.36%

YEAR TO DATE: s 543.80, or 6.2%

OVER 52 WEEKS t 2,295.58, or 19.8%

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

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

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

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

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

TUI "1,607" –106 –37 –40 Contl  702 2 –22 –311

Ineos Gp Hldgs  "1,735" –85 –577 "-1,190" Diageo  52 2 1 –3

Brit Awys  671 –23 –28 –106 Aegon  157 2 1 –43

Rallye 907 –19 –123 –403 Zurich Ins 77 2 1 –38

Norske Skogindustrier  "1,094" –19 –52 –159 Swiss Reins  155 2 –3 –64

ArcelorMittal Fin 305 –18 –47 –127 Securitas 66 3 3 –17

Corus Group  840 –17 –53 –120 Aviva  168 3 3 –45

Kabel Deutschland 414 –14 –36 –66 Stena Aktiebolag 708 3 –10 –89

Sol Melia 694 –13 –27 30 Deutsche Lufthansa 174 5 5 –19

Clariant  298 –13 –48 –66 EMI Group  706 6 –4 27

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

Allianz SE Germany Full Line Insurance $47.6 73.07 3.63% –35.9% –42.2%

UniCredit Italy Banks 53.7 2.23 3.25 –33.5 –56.8

Credit Suisse Grp Switzerland Banks 59.3 53.10 2.71 –2.6 –19.3

Barclays U.K. Banks 61.2 3.29 1.84 –11.0 –46.7

British Amer Tob U.K. Tobacco 63.4 18.52 1.59 –3.9 30.7

UBS Switzerland Banks $46.6 15.31 –4.31% –27.3 –73.5

Anglo Amer U.K. General Mining 44.7 19.71 –2.57 –26.8 –14.8

ENI Italy Integrated Oil & Gas 93.2 16.16 –2.12 –22.9 –32.3

ING Groep Netherlands Life Insurance 27.2 9.08 –1.81 –58.8 –71.6

Rio Tinto U.K. General Mining 66.5 25.70 –1.53 –34.5 13.1

...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

Sanofi-Aventis S.A. 89.1 47.07 1.32% 0.6% –32.3%
France (Pharmaceuticals)
SAP 59.1 33.50 1.32 –10.0 –3.1
Germany (Software)
Daimler 51.7 33.83 0.76 –12.8 –14.2
Germany (Automobiles)
AXA S.A. 46.0 15.31 0.72 –23.6 –44.4
France (Full Line Insurance)
GDF Suez 88.5 27.20 0.68 –28.2 1.0
France (Multiutilities)
Royal Dutch Shell A 95.4 18.69 0.62 –16.3 –32.4
U.K. (Integrated Oil & Gas)
Astrazeneca 68.8 27.99 0.59 9.8 –12.7
U.K. (Pharmaceuticals)
Soc. Generale 38.7 46.31 0.46 –28.9 –58.4
France (Banks)
Iberdrola S.A. 43.8 6.09 0.41 –28.2 –13.2
Spain (Conventional Electricity)
Tesco 48.6 3.66 0.38 –5.5 0.6
U.K. (Food Retailers & Wholesalers)
BNP Paribas S.A. 79.3 52.70 0.32 –14.8 –33.5
France (Banks)
BG Grp 62.7 10.37 0.29 –1.2 43.6
U.K. (Integrated Oil & Gas)
Vodafone Grp 123.3 1.25 0.24 –11.4 9.0
U.K. (Mobile Telecoms)
Assicurazioni Gen 32.7 16.13 0.19 –27.6 –34.5
Italy (Full Line Insurance)
Intesa Sanpaolo 44.9 2.63 0.10 –31.3 –41.8
Italy (Banks)
Roche Hldg Part. Cert. 109.6 165.50 0.06 –15.4 –23.4
Switzerland (Pharmaceuticals)
E.ON 77.7 26.96 ... –33.4 –16.1
Germany (Multiutilities)
Diageo 43.4 9.30 ... –0.1 1.1
U.K. (Distillers & Vintners)
BP 178.6 5.11 –0.04 –0.1 –16.7
U.K. (Integrated Oil & Gas)
GlaxoSmithKline 110.9 11.48 –0.13 –8.1 –19.1
U.K. (Pharmaceuticals)

Siemens 75.2 57.17 –0.14% –26.8% –7.9%
Germany (Diversified Industrials)
Telefonica S.A. 118.3 17.47 –0.17 3.9 31.8
Spain (Fixed Line Telecoms)
Deutsche Telekom 56.5 8.99 –0.22 –20.5 –25.6
Germany (Mobile Telecoms)
Nestle S.A. 157.6 43.66 –0.27 –6.8 8.7
Switzerland (Food Products)
Banco Santander 117.5 10.01 –0.40 –12.6 –8.6
Spain (Banks)
Koninklijke Phlps 22.9 16.36 –0.43 –25.5 –36.0
Netherlands (Consumer Electronics)
L.M. Ericsson Tel B 29.4 70.50 –0.56 4.4 –34.7
Sweden (Telecoms Equipment)
Deutsche Bk 41.4 46.36 –0.62 –24.2 –46.1
Germany (Banks)
ArcelorMittal 59.4 26.43 –0.64 –50.2 3.7
Luxembourg (Iron & Steel)
Novartis 120.0 48.14 –0.66 –24.1 –29.0
Switzerland (Pharmaceuticals)
BHP Billiton 60.9 16.14 –0.68 6.6 61.7
U.K. (General Mining)
ABB 43.3 19.78 –0.70 –23.6 30.7
Switzerland (Industrial Machinery)
Total S.A. 131.8 38.62 –0.71 –18.7 –25.7
France (Integrated Oil & Gas)
Unilever 46.8 18.97 –0.76 5.9 6.7
Netherlands (Food Products)
Nokia 50.3 9.32 –0.85 –48.0 –38.6
Finland (Telecoms Equipment)
Banco Bilbao Viz 62.0 11.50 –0.99 –0.5 –30.1
Spain (Banks)
HSBC Hldgs 182.9 6.29 –1.09 –15.7 –24.0
U.K. (Banks)
Bayer 52.5 44.13 –1.12 –20.5 17.4
Germany (Specialty Chemicals)
France Telecom 65.2 17.32 –1.20 –15.6 7.2
France (Fixed Line Telecoms)
BASF 47.2 35.68 –1.30 –10.6 16.0
Germany (Commodity Chemicals)

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 -0.06% -0.04% 2.4% 4.6% -3.9%
Event Driven 0.44% 1.08% 4.6% 7.7% -19.9%
Equity Market Neutral 0.45% 0.27% -0.1% -3.0% -11.1%
Equity Long/Short 0.83% 1.98% 3.8% 2.7% -13.7%

*Estimates as of 08/03/09, 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 0.89 104.36% 0.02% 1.87 0.87 1.29

Eur. High Volatility: 11/1 1.61 109.44 0.04 3.89 1.56 2.57

Europe Crossover: 11/1 6.07 113.71 0.10 9.71 5.98 7.75

Asia ex-Japan IG: 11/1 1.27 109.99 0.04 3.84 1.25 2.29

Japan: 11/1 1.53 116.06 0.05 4.33 1.41 2.36

 Note: Data as of August 3

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

In percentage points
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BLUE CHIPS & BONDS

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

Behind Asia’s deals: 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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PepsiCo seals deal to buy bottlers
Sweeter bid brings
price to $7.8 billion;
cost savings sought

Ford’s ex-CEO to lead BHP Billiton board

By Anjali Cordeiro

Ending a nearly four-month-
long impasse, PepsiCo Inc. sweet-
ened its bid and secured deals to
acquire its two largest bottlers for
a total of $7.8 billion in a push to
revive its North American bever-
age business.

PepsiCo, based in Purchase,
N.Y., raised its offer to $36.50 for
each share of Pepsi Bottling Group
Inc. it doesn’t already own, well
above its April bid of $29.50 a
share. It raised its offer for Pepsi-
Americas Inc. to $28.50 a share
from $23.27 a share. Both offers
are in cash and stock.

Pepsi Bottling’s shares were up
8.2% to $36.37 in afternoon trad-
ing, and shares of PepsiAmericas
gained 8.7% to $28.43. PepsiCo
shares were up 4.9% to $58.95.

Since the April announcement

of the bids, there have been few in-
dications from any of the three com-
panies on whether the deals would
go through or at what price. The
sweetened prices for the bottlers
were in line with what several ana-
lysts had predicted.

PepsiCo said the deal would give

it annual pretax savings of $300 mil-
lion by 2012, higher than its origi-
nal forecast. Still, investors and an-
alysts said PepsiCo might be able to
wring out even more savings than
its latest estimate.

“I’m glad it’s done,” said Walter
Todd, a portfolio manager at Green-

wood Capital, which holds PepsiCo
shares. “I think PepsiCo is low-
balling the synergies.”

PepsiCo had been expected to
sweeten its bid, but investors were
uncertain about how high the bev-
erage maker would go and couldn’t
discount the possibility that it
would walk away from a deal.

“The price is in line with our ex-
pectations,” J.P. Morgan analyst
John Faucher wrote in a research
brief. “We think getting the deal
done removes a big overhang on
PepsiCo.”

The deal will allow PepsiCo to
control 80% of its North American
beverage distribution, a move the
company has said would allow it to
cut costs amid stagnant soda sales.

PepsiCo Chief Executive Indra
Nooyi said that while the company
has had a constructive partnership
with the bottlers for the past de-
cade, changes in the North Ameri-
can beverage industry “demand that
we create a more flexible, efficient
and competitive system that can
drive growth” of Pepsi’s products.

—Kevin Kingsbury
contributed to this article.

GE to pay $50 million to settle SEC charges

GLOBAL
BUSINESS

BRIEFS

Macau gambling magnate Stanley Ho has surgery

By Paul Glader

And Kara Scannell

General Electric Co. agreed to pay
a $50 million fine to the U.S. Securi-
ties and Exchange Commission to set-
tle civil fraud and other charges that
GE’s financial statements in 2002 and
2003 misled investors.

The fine settles a probe that
started in 2005 into GE’s accounting
procedures, including financial
hedges and revenue recognition. In a
complaint filed with U.S. District
Court in Connecticut, the SEC said
the Fairfield, Conn., conglomerate
used improper accounting methods
to boost earnings or avoid disappoint-
ing investors.

“GE bent the accounting rules be-
yond the breaking point,” said Rob-
ert Khuzami, director of the SEC’s
Division of Enforcement, in a pre-
pared statement. “Overly aggres-
sive accounting can distort a compa-
ny’s true financial condition and
mislead investors.”

GE agreed to pay the fine without

admitting or denying the SEC’s allega-
tions. The SEC noted efforts by GE’s
audit committee to correct and im-
prove the company’s accounting dur-
ing the probe. GE twice restated its fi-
nancial results and disclosed other er-
rors. The probe led to several employ-
ees being disciplined or fired.

“We are committed to the highest
standards of accounting,” said GE
spokeswoman Anne Eisele. “While
this has been a difficult and costly pro-
cess, our controllership processes
have been strengthened as a result,
and GE is a stronger company today.”
GE said it doesn’t need to further cor-
rect or revise its financial statements
related to the investigation.

The SEC complaint focused on
GE’s accounting for four items over
various periods: derivatives, commer-
cial-paper funding, sales of spare
parts and revenue recognition. The
commission said GE in 2002 and
2003 reported locomotive sales that
hadn’t yet occurred in order to boost
revenue by $370 million. A 2002
change in accounting for spare parts

in its aircraft-engine unit increased
that year’s net income by $585 mil-
lion, the commission said.

In early 2003, the SEC alleges, GE
changed how it accounted for hedges
on its issuances of short-term borrow-
ings known as commercial paper. The
commission said the change boosted
GE’s pretax earnings for 2002 by
$200 million. Had it not changed the
methodology, the commission said,
GE would have missed analysts’ earn-
ings estimates for the first time in
eight years, by 1.5 cents.

“Every accounting decision at a
company should be driven by a desire
to get it right, not to achieve a particu-
lar business objective,” said David P.
Bergers, director of the commission’s
Boston office, which led the investiga-
tion. “GE misapplied the accounting
rules to cast its financial results in a
better light.”

The settlement resolves the GE ac-
counting inquiry, but Mr. Bergers
said similar SEC investigations of
other companies continue.

GE’s shares were up one cent at

$13.73 in afternoon trading on the
New York Stock Exchange. Investors
and analysts said the settlement rep-
resented closure.

“I feel as though the company has
corrected its practices,” said David
Weaver, a portfolio manager at Ad-
ams Express in Baltimore, which
owns about 1.5 million GE shares. “Go-
ing forward, I feel a little more com-
fortable with the cleanliness of [GE’s
earnings] numbers.”

Matt Collins, an industrial analyst
at Edward Jones in St. Louis, said the
accounting issues had been “frustrat-
ing for investors, but they were never
material.” He said investors are now
focused on the recession and losses
at GE’s finance unit.

The SEC under enforcement chief
Mr. Khuzami is trying to close cases
older than three years unless they are
critical to the agency’s program. The
goal is to clear out the pipeline so at-
torneys can work on current cases, al-
though one person familiar with the
matter said that wasn’t a consider-
ation in this case.

CORPORATE NEWS

Cases of Pepsi soft drinks sit on a shelf in a store in Draper, Utah, in February.
PepsiCo on Tuesday offered to purchase the company’s two largest bottlers.
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By Jonathan Cheng

HONG KONG—Macau gambling
magnate Stanley Ho, the 87-year-old
tycoon whose casinos have the big-
gest market share in the Chinese en-
clave,isinsatisfactoryconditionafter
undergoingsurgery,hisofficesaidina
statement Tuesday.

Between Mr. Ho, his daughter
Pansy and his son Lawrence, the Ho
familyholdsthreeofMacau’ssixgam-
ing concessions. Mr. Ho’s casino com-
pany, SJM Holdings Ltd., has contin-
ued to thrive even after Mr. Ho’s
40-year-long gaming monopoly
ended in 2002. His casinos, including
his flagship Grand Lisboa, control
about a quarter of the former Portu-
guese colony’s gambling revenues.

Mr. Ho, a colorful character who is
openlypolygamousandwhohasama-
jor boulevard in Macau named for
him, is one of China’s wealthiest men
andhaslongdominatedMacau’slocal

business scene. Even in his old age, he
isanactivepersonalityandafixtureof
the Hong Kong tabloids. Mr. Ho also
has considerable political sway, in
part through his seat on the Chinese
People’sPoliticalConsultativeConfer-
ence, and his comments on govern-
ment policy are closely followed.

Mr. Ho is a figurehead for Macau’s
six concession-holders, organizing
and serving as the first chairman of a
six-party Chamber of Macau Casino

GamingConcessionairesandSub-con-
cessionaires. The chamber agreed to
cap the commissions that its mem-
bers pay to intermediaries who bring
high-rolling gamblers to the casinos
andlendthemmoneytoplay.Inrecent
months, the issue had become a
sourceofcontentionamongtheopera-
tors, which include Wynn Resorts
Ltd. and Las Vegas Sands Corp.

AspokeswomanforMr.Ho’soffice
didn’trespond to questions about the

nature of the surgery Mr. Ho under-
went, or about whether any contin-
gency plans were in place in the event
ofMr.Ho’sinabilitytocarryouthisdu-
ties at his companies.

Shares inMr.Ho’s companies both
fell Tuesday. Casino operator SJM
Holdings closed at HK$3.15 (41 U.S.
cents), down 4.6%, while Shun Tak
HoldingsLtd.,theproperty-and-logis-
tics concern under his control, closed
at HK$5.88, down 2.9%.

—Compiled from staff
and wire service reports.

Beiersdorf AG

Consumer-goods company
Beiersdorf AG of Germany posted a
41% drop in quarterly net profit
amid falling consumer spending
brought on by the global economic
slump. The maker of Nivea skin
cream and Tesa adhesive tapes said
second-quarter net profit fell to
Œ87 million ($125 million) from
Œ147 million a year earlier. Sales de-
clined 4.5% to Œ1.5 billion from
Œ1.57 billion. Beiersdorf expects
sales growth through the end of the
year at the company’s consumer
business segment, which includes
cosmetics. The unit’s sales for the
year are likely to be higher than in
2008, Beiersdorf added. The com-
pany doesn’t expect to match 2008’s
sales at the Tesa unit.

MELBOURNE, Australia—BHP
Billiton Ltd. said former Ford Motor
Co. Chief Executive Jacques Nasser
will become its new chairman when
long-serving incumbent Don Argus
retires early in 2010.

Lebanese-born Mr. Nasser, who

migrated to Australia as a child,
joined the mining company’s
board as a nonexecutive director
in 2006 and is a member of the
board’s risk and audit committee.

The 61-year-old lives in the
U.S., but a spokeswoman for BHP,

the world’s largest miner, said he
has committed to spend the major-
ity of his time in Australia after tak-
ing up the chairmanship.

The 71-year-old Mr. Argus has
been on BHP’s board for 13 years
and has been chairman since 1999.

DSM NV

DSM NV raised its cost-savings
target after reporting a 95% decline
in second-quarter net profit, but
said customer destocking was now
largely over. The Netherlands-
based chemicals company said
profit in the three months ended
June 30 was Œ10 million ($14.4 mil-
lion), down from Œ192 million a year
earlier. Total revenue fell 21% to
Œ1.95 billion. The company, which
produces chemicals for the nutri-
tion, pharmaceutical and materials
industries among others, said it will
achieve “several tens of millions eu-
ros” more than the Œ125 million cost-
savings target it had for 2010, ac-
cording to Chief Financial Officer
Rolf-Dieter Schwalb.

EADS

Aer Lingus postpones
delivery of 5 Airbus planes

IrishairlineAerLingusGroupPLC
said Tuesday it has delayed the deliv-
eryoffivenewAirbusaircraftandwill
exit the leases on two further planes
ahead of schedule as it seeks to cut its
spending in the next three years. The
carrier said that the stabilizing of its
long-haul fleet to eight aircraft until
2013willcontributeto“asignificantly
stronger net cash position and bal-
ance sheet.” The company said it will
takedeliveryofonenewA330-300air-
craft from Airbus as planned, in April,
but has delayed the delivery of three
A330s as well as two A350s until after
2013. Separately, Airbus said it
reached a deal with Thai Airways In-
ternational PCL to delay the delivery
ofsixA380superjumbosbyabouttwo
years. Airbus is a unit of European
Aeronautic Defence & Space Co.

General Motors Co.

The German Economic Ministry
said negotiations for a sale of Adam
Opel GmbH, a unit of General Mo-
tors Co., have progressed and all par-
ties want to clear up remaining is-
sues by the end of the week. Repre-
sentatives from the two bidder
groups, Magna International Inc.
and RHJ International SA, as well
as GM met with government offi-
cials Tuesday. No decision was ex-
pected from the meeting. Sepa-
rately, GM Europe said progress was
made clarifying issues from the fi-
nal offers received two weeks ago.
GM hopes to make a recommenda-
tion to the Opel Trust Board shortly,
it added. The German Economic Min-
istry also said it urged a higher eq-
uity contribution from the bidders.
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

2.46% 15 DJ Global Index -a % % 204.82 –0.10% –20.5% 4.33% 13 U.S. Select Dividend -b % % 568.37 –0.20% –21.3%

2.00% 17 Global Dow 1181.70 –0.15% –18.9% 1807.78 –0.22% –24.6% 4.38% 16 Infrastructure 1299.00 0.11% –14.4% 1781.12 –0.13% –20.5%

3.13% 31 Stoxx 600 227.80 –0.29% –20.1% 244.93 –0.42% –25.7% 1.62% 8 Luxury 778.60 –0.97% –8.7% 950.89 –1.04% –15.1%

3.28% 20 Stoxx Large 200 244.30 –0.28% –20.6% 261.25 –0.41% –26.2% 6.05% 5 BRIC 50 374.90 –0.56% –10.1% 514.87 –0.64% –16.4%

2.38% -11 Stoxx Mid 200 209.60 –0.35% –16.9% 224.18 –0.48% –22.8% 4.26% 13 Africa 50 723.50 –0.24% –22.5% 661.51 –0.32% –27.9%

2.42% 252 Stoxx Small 200 131.50 –0.36% –17.7% 140.58 –0.49% –23.5% 3.65% 7 GCC % % 1425.52 0.81% –49.2%

3.17% 22 Euro Stoxx 247.10 –0.10% –22.1% 265.67 –0.23% –27.6% 3.04% 14 Sustainability 748.00 –0.36% –16.8% 910.73 –0.31% –22.5%

3.31% 16 Euro Stoxx Large 200 263.40 –0.09% –22.7% 281.45 –0.22% –28.1% 2.36% 14 Islamic Market -a % % 1762.98 –0.31% –17.6%

2.40% -13 Euro Stoxx Mid 200 231.70 –0.01% –19.2% 247.49 –0.14% –24.9% 2.63% 13 Islamic Market 100 1552.90 –0.38% –10.5% 1916.61 –0.33% –16.6%

2.71% 22 Euro Stoxx Small 200 140.50 –0.52% –19.1% 149.95 –0.65% –24.8% 2.63% 13 Islamic Turkey -c % % % %

5.65% 9 Stoxx Select Dividend 30 1264.40 –0.36% –29.5% 1557.96 –0.49% –34.4% 2.10% 14 DJ U.S. TSM % % 10291.75 –0.25% –21.3%

4.90% 11 Euro Stoxx Select Div 30 1505.90 –0.01% –32.1% 1862.58 –0.14% –36.8% % DJ-UBS Commodity 126.00 0.53% –27.5% 131.78 0.41% –32.6%

*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 1.1877 2.0080 1.1196 0.1662 0.0382 0.1966 0.0125 0.3065 1.7103 0.2297 1.1124 ...

 Canada 1.0678 1.8052 1.0066 0.1494 0.0343 0.1767 0.0112 0.2755 1.5376 0.2065 ... 0.8990

 Denmark 5.1709 8.7422 4.8745 0.7234 0.1663 0.8557 0.0543 1.3344 7.4461 ... 4.8428 4.3536

 Euro 0.6944 1.1741 0.6546 0.0972 0.0223 0.1149 0.0073 0.1792 ... 0.1343 0.6504 0.5847

 Israel 3.8750 6.5513 3.6529 0.5421 0.1246 0.6413 0.0407 ... 5.5800 0.7494 3.6291 3.2626

 Japan 95.2900 161.1020 89.8284 13.3308 3.0640 15.7692 ... 24.5910 137.2176 18.4281 89.2437 80.2294

 Norway 6.0428 10.2163 5.6965 0.8454 0.1943 ... 0.0634 1.5594 8.7016 1.1686 5.6594 5.0877

 Russia 31.1000 52.5792 29.3175 4.3508 ... 5.1466 0.3264 8.0258 44.7840 6.0144 29.1267 26.1846

 Sweden 7.1481 12.0849 6.7384 ... 0.2298 1.1829 0.0750 1.8447 10.2933 1.3824 6.6945 6.0183

 Switzerland 1.0608 1.7934 ... 0.1484 0.0341 0.1755 0.0111 0.2738 1.5276 0.2051 0.9935 0.8931

 U.K. 0.5915 ... 0.5576 0.0827 0.0190 0.0979 0.0062 0.1526 0.8517 0.1144 0.5540 0.4980

 U.S. ... 1.6907 0.9427 0.1399 0.0322 0.1655 0.0105 0.2581 1.4400 0.1934 0.9365 0.8419

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 365.75 –3.25 –0.88% 707.00 302.00
Soybeans (cents/bu.) CBOT 1031.50 1.00 0.10% 1,557.50 670.00
Wheat (cents/bu.) CBOT 570.25 –7.00 –1.21 1,155.75 526.00
Live cattle (cents/lb.) CME 89.725 –0.600 –0.66 118.500 81.250
Cocoa ($/ton) ICE-US 2,945 10 0.34 3,237 1,950
Coffee (cents/lb.) ICE-US 133.00 –0.05 –0.04 183.30 109.00
Sugar (cents/lb.) ICE-US 19.35 0.21 1.10 19.46 11.05
Cotton (cents/lb.) ICE-US 62.56 –0.03 –0.05 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,304.00 9 0.39 2,685 1,965
Cocoa (pounds/ton) LIFFE 1,810 –1 –0.06 1,985 1,177
Robusta coffee ($/ton) LIFFE 1,520 5 0.33 2,324 1,250

Copper (cents/lb.) COMEX 279.55 5.70 2.08 375.35 129.55
Gold ($/troy oz.) COMEX 969.70 10.90 1.14 1,060.00 494.00
Silver (cents/troy oz.) COMEX 1469.50 44.30 3.11 2,009.00 886.00
Aluminum ($/ton) LME 1,927.00 –22.00 –1.13 2,922.00 1,288.00
Tin ($/ton) LME 14,500.00 –575.00 –3.81 21,400.00 9,750.00
Copper ($/ton) LME 5,922.00 –58.00 –0.97 7,761.00 2,815.00
Lead ($/ton) LME 1,905.00 –48.00 –2.46 2,115.00 870.00
Zinc ($/ton) LME 1,818.00 –13.00 –0.71 1,837.50 1,065.00
Nickel ($/ton) LME 18,795 125 0.67 21,195 9,000

Crude oil ($/bbl.) NYMEX 71.42 –0.16 –0.22 142.60 44.28
Heating oil ($/gal.) NYMEX 1.9014 0.0301 1.61 4.0400 1.2589
RBOB gasoline ($/gal.) NYMEX 2.0567 –0.0126 –0.61 3.0875 1.1450
Natural gas ($/mmBtu) NYMEX 4.001 –0.030 –0.74 12.059 3.366
Brent crude ($/bbl.) ICE-EU 74.61 0.63 0.85 116.93 44.75
Gas oil ($/ton) ICE-EU 602.25 3.75 0.63 1,086.00 411.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Aug. 4
Per In

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

Argentina peso-a 5.5026 0.1817 3.8213 0.2617

Brazil real 2.6449 0.3781 1.8368 0.5444

Canada dollar 1.5376 0.6504 1.0678 0.9365
1-mo. forward 1.5374 0.6505 1.0676 0.9367

3-mos. forward 1.5371 0.6506 1.0674 0.9368
6-mos. forward 1.5368 0.6507 1.0673 0.9370

Chile peso 776.74 0.001287 539.40 0.001854
Colombia peso 2865.10 0.0003490 1989.65 0.0005026

Ecuador US dollar-f 1.4400 0.6944 1 1
Mexico peso-a 18.8665 0.0530 13.1018 0.0763

Peru sol 4.2788 0.2337 2.9714 0.3365
Uruguay peso-e 33.624 0.0297 23.350 0.0428

U.S. dollar 1.4400 0.6944 1 1
Venezuela bolivar 3.09 0.323404 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7103 0.5847 1.1877 0.8420
China yuan 9.8354 0.1017 6.8302 0.1464

Hong Kong dollar 11.1600 0.0896 7.7500 0.1290
India rupee 68.3568 0.0146 47.4700 0.0211

Indonesia rupiah 14206 0.0000704 9865 0.0001014
Japan yen 137.22 0.007288 95.29 0.010494

1-mo. forward 137.18 0.007290 95.26 0.010497
3-mos. forward 137.10 0.007294 95.21 0.010503

6-mos. forward 136.92 0.007304 95.08 0.010517
Malaysia ringgit-c 5.0321 0.1987 3.4945 0.2862

New Zealand dollar 2.1584 0.4633 1.4989 0.6672
Pakistan rupee 119.448 0.0084 82.950 0.0121

Philippines peso 68.825 0.0145 47.795 0.0209
Singapore dollar 2.0652 0.4842 1.4342 0.6973

South Korea won 1758.82 0.0005686 1221.40 0.0008187
Taiwan dollar 47.045 0.02126 32.670 0.03061
Thailand baht 49.010 0.02040 34.035 0.02938

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

Euro zone euro 1 1 0.6944 1.4400

1-mo. forward 0.9999 1.0001 0.6944 1.4401

3-mos. forward 0.9999 1.0001 0.6944 1.4401

6-mos. forward 1.0000 1.0000 0.6945 1.4400

Czech Rep. koruna-b 25.818 0.0387 17.929 0.0558

Denmark krone 7.4461 0.1343 5.1709 0.1934

Hungary forint 266.47 0.003753 185.05 0.005404

Norway krone 8.7016 0.1149 6.0428 0.1655

Poland zloty 4.1077 0.2434 2.8526 0.3506

Russia ruble-d 44.784 0.02233 31.100 0.03215

Sweden krona 10.2933 0.0972 7.1481 0.1399

Switzerland franc 1.5276 0.6546 1.0608 0.9427

1-mo. forward 1.5270 0.6549 1.0605 0.9430

3-mos. forward 1.5261 0.6553 1.0598 0.9436

6-mos. forward 1.5238 0.6562 1.0582 0.9450

Turkey lira 2.1097 0.4740 1.4651 0.6826

U.K. pound 0.8517 1.1741 0.5915 1.6907

1-mo. forward 0.8518 1.1740 0.5915 1.6905

3-mos. forward 0.8519 1.1739 0.5916 1.6904

6-mos. forward 0.8521 1.1736 0.5917 1.6900

MIDDLE EAST/AFRICA
Bahrain dinar 0.5429 1.8421 0.3770 2.6526

Egypt pound-a 7.9700 0.1255 5.5348 0.1807

Israel shekel 5.5800 0.1792 3.8750 0.2581

Jordan dinar 1.0199 0.9805 0.7083 1.4119

Kuwait dinar 0.4125 2.4243 0.2865 3.4910

Lebanon pound 2163.60 0.0004622 1502.50 0.0006656

Saudi Arabia riyal 5.4004 0.1852 3.7503 0.2666

South Africa rand 11.3003 0.0885 7.8475 0.1274

United Arab dirham 5.2891 0.1891 3.6730 0.2723

SDR -f 0.9178 1.0896 0.6373 1.5690

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.

 22 EUROPE DJ Stoxx 600 227.79 –0.67 –0.29% 15.7% –20.1%

 18 DJ Stoxx 50 2324.42 –3.67 –0.16 12.5% –19.8%

 31 Euro Zone DJ Euro Stoxx 247.07 –0.26 –0.11 10.9% –22.1%

 15 DJ Euro Stoxx 50 2670.96 –3.11 –0.12 9.0% –21.0%

 10 Austria ATX 2323.36 15.26 0.66% 32.7% –35.4%

 13 Belgium Bel-20 2185.07 7.30 0.34 14.5% –28.3%

 11 Czech Republic PX 1092.2 –1.1 –0.10 27.3% –24.3%

 17 Denmark OMX Copenhagen 298.71 –0.65 –0.22 32.1% –22.5%

 13 Finland OMX Helsinki 5830.66 –43.05 –0.73 7.9% –31.0%

 14 France CAC-40 3476.37 –1.43 –0.04 8.0% –20.7%

 23 Germany DAX 5417.02 –9.83 –0.18 12.6% –16.9%

 … Hungary BUX 17688.21 –192.41 –1.08 44.5% –18.6%

 10 Ireland ISEQ 2881.07 15.34 0.54 23.0% –34.8%

 10 Italy FTSE MIB 20966.87 52.43 0.25 7.7% –27.1%

 9 Netherlands AEX 286.91 –0.58 –0.20 16.7% –28.9%

 10 Norway All-Shares 353.50 –2.56 –0.72 30.8% –24.0%

 17 Poland WIG 35363.92 –321.69 –0.90 29.9% –16.0%

 14 Portugal PSI 20 7488.37 61.94 0.83 18.1% –9.7%

 … Russia RTSI 1074.49 6.51 0.61% 70.0% –40.7%

 10 Spain IBEX 35 10876.8 –24.2 –0.22% 18.3% –7.4%

 15 Sweden OMX Stockholm 269.41 –4.33 –1.58 31.9% –3.6%

 12 Switzerland SMI 5939.78 –27.65 –0.46 7.3% –17.4%

 … Turkey ISE National 100 44696.51 82.77 0.19 66.4% 5.8%

 13 U.K. FTSE 100 4671.37 –11.09 –0.24 5.3% –14.4%

 34 ASIA-PACIFIC DJ Asia-Pacific 115.43 0.06 0.05 23.3% –11.3%

 … Australia SPX/ASX 200 4309.3 45.9 1.08 15.8% –10.6%

 … China CBN 600 29890.92 30.79 0.10 102.4% 37.0%

 18 Hong Kong Hang Seng 20796.43 –10.83 –0.05 44.5% –5.3%

 19 India Sensex 15830.98 –93.25 –0.59 64.1% 5.8%

 … Japan Nikkei Stock Average 10375.01 22.54 0.22 17.1% –19.7%

 … Singapore Straits Times 2648.76 –32.88 –1.23 50.4% –7.4%

 11 South Korea Kospi 1566.37 1.39 0.09 39.3% 2.0%

 18 AMERICAS DJ Americas 264.16 0.06 0.02 16.8% –20.4%

 … Brazil Bovespa 56215.95 218.14 0.39 49.7% …%

 18 Mexico IPC 27895.35 202.87 0.73 24.6% 3.9%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Aug. 4, 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* 271.60 2.05% 19.3% –21.4%

2.80% 19 World (Developed Markets) 1,065.59 1.99% 15.8% –22.0%

2.50% 20 World ex-EMU 124.77 1.80% 15.9% –20.8%

2.60% 21 World ex-UK 1,061.36 1.80% 14.9% –21.6%

3.50% 18 EAFE 1,460.58 2.47% 18.0% –23.2%

2.40% 16 Emerging Markets (EM) 864.73 2.45% 52.5% –17.0%

4.00% 12 EUROPE 79.58 1.54% 14.6% –19.7%

4.20% 13 EMU 163.46 3.07% 15.0% –28.0%

3.70% 15 Europe ex-UK 87.06 1.31% 12.2% –19.8%

4.90% 10 Europe Value 89.88 2.12% 15.9% –19.7%

3.00% 16 Europe Growth 68.47 0.94% 13.3% –19.8%

3.20% 15 Europe Small Cap 138.15 2.15% 36.8% –17.7%

2.40% 8 EM Europe 235.36 3.99% 48.2% –38.5%

4.50% 9 UK 1,391.66 1.60% 5.8% –13.2%

2.90% 14 Nordic Countries 126.04 2.40% 28.5% –22.3%

1.80% 7 Russia 620.86 4.62% 50.6% –48.9%

3.60% 12 South Africa 653.29 2.16% 12.8% –5.0%

2.90% 19 AC ASIA PACIFIC EX-JAPAN 367.67 1.37% 48.6% –11.8%

1.70%-118 Japan 593.60 0.72% 12.0% –27.8%

2.10% 18 China 62.39 2.16% 53.0% –1.8%

1.00% 20 India 629.88 1.82% 70.6% 9.8%

0.90% 23 Korea 438.60 0.34% 42.9% 0.7%

2.80% 31 Taiwan 256.61 –0.70% 48.0% –4.6%

2.00% 25 US BROAD MARKET 1,108.89 1.64% 12.9% –20.5%

1.50% -44 US Small Cap 1,480.97 1.88% 18.8% –19.4%

3.50% 14 EM LATIN AMERICA 3,364.61 4.09% 61.9% –22.4%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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Afghan attacks threaten vote
Taliban shell Kabul in bid to weaken presidential poll on Aug. 20; fraud also is a concern

A man clears broken glass at a residence near the U.S. Embassy in Kabul, after a Taliban rocket attack Tuesday morning.

Australia police foil alleged plot against base

By Sarah Childress

NAIROBI, Kenya—U.S. Secretary
of State Hillary Clinton opened her
African trip Tuesday in this East Af-
rican hub, where she is expected to
reiterate the support for good gover-
nance and sustainable development
that President Barack Obama ex-
pressed in his brief visit to Ghana, in
West Africa last month.

The stop in Kenya will be signifi-
cant not only for the food-security
theme Mrs. Clinton is expected to
emphasize in this agricultural econ-
omy, but also for the strong political
message that the U.S. aims to send
to Kenya’s recalcitrant coalition gov-
ernment. Since the coalition was
cobbled together last year, it has
failed to implement any reforms or
prosecute perpetrators of the vio-
lence that erupted after flawed pres-
idential elections in December 2007.

Last week the Kenyan govern-
ment outlined its intention to rely
on notoriously corrupt local courts—
rather than to form a special local tri-
bunal—to try individuals suspected
of organizing or participating in the
postelection violence.

Officials said that they would at-
tempt to reform the local courts be-
fore the trials. Some of those sus-
pected of orga-
nizing the vio-
lence that killed
more than 1,000
people early last
year are believed
to be govern-
ment ministers,
and few Kenyans
say they believe
the existing jus-
tice system, even
with extensive re-
forms, would of-
fer a fair trial.

On Tuesday, the U.S. Embassy in
Nairobi issued a statement before
Mrs. Clinton’s arrival that ex-
pressed “deep concern” over the
government’s decision about the tri-
als, and said that it only added to the
“culture of impunity” in Kenya.

On Wednesday, Mrs. Clinton is
likely to underscore that message at
a scheduled meeting with President
Mwai Kibaki and Prime Minister
Raila Odinga. The meeting is a rare
concession for Kenya’s bitter politi-
cal rivals, who tend to avoid being in
the same room together.

On Thursday, Secretary Clinton
plans to hold bilateral talks with So-
mali President Sheikh Sharif Sheikh
Ahmed, who has struggled to bring
warring factions together to stabi-
lize the conflict-ridden nation. Mrs.
Clinton also plans to travel to South
Africa, to meet with newly elected
President Jacob Zuma, who is beset
by protests from poor township
dwellers and working to pull the
country from its first postapartheid
recession.

Secretary Clinton will visit An-
gola, an emerging economic power
on the continent and a major oil ex-
porter to the U.S. She will address
gender-based violence during a visit
to the Democratic Republic of the
Congo, where rape has become a
weapon in the country’s longtime
conflict. Mrs. Clinton will visit Nige-
ria, a major U.S. supplier of oil and
gas, and Liberia, which has a histori-
cal relationship with the U.S. She
will finish her trip on Cape Verde, an
island nation that is a democracy
and a major recipient of U.S. aid.

By Anand Gopal

And Matthew Rosenberg

KABUL—Taliban militants fired
rockets into Afghanistan’s capital
from about 20 kilometers away be-
fore dawn Tuesday, feeding fears
that violence will undermine presi-
dential elections already tainted by
concerns about fraud.

The attack was the first on Kabul
in nearly six months, and relatively
minor, wounding two people and
damaging a few buildings. But it ap-
peared to make good on the insur-
gents’ threat to disrupt the vote, com-
ing after the deadliest month for in-
ternational forces since the start of
the war, at a time when more U.S.
forces have arrived in part to help se-
cure as much of the country as possi-
ble before the vote on Aug. 20.

At least seven rockets fired from
north of Kabul slammed into the
city, said Muhammad Khalil Dastyar,
Kabul’s deputy police chief. Two hit
the city’s diplomatic area, landing
near the U.S. Embassy and the head-
quarters of the North Atlantic
Treaty Organization force in Afghan-
istan. It wasn’t clear if either was
specifically targeted.

Zabiullah Mujahed, a Taliban
spokesman, said the insurgents were
targeting the international airport,
part of which is used for military pur-
poses, and the headquarters of the Af-
ghan National Army. Neither was hit.

This summer has seen record lev-
els of violence in the lead-up to the
second presidential election since
the U.S.-led coalition ousted the Tali-
ban in the wake of the 2001 terrorist
attacks in the U.S.

Afghan and Western officials esti-
mate that roughly 10% of the roughly
7,000 polling centers might not open
because the lack of security. “Not ev-
eryone’s going to vote,” said Ambas-
sador Richard Holbrooke, the U.S.
special representative for Afghani-
stan and Pakistan, after a trip to the
region last week.

Mr. Holbrooke said the vote will
still be credible. “It’s an extraordi-
nary thing to hold an election in the
middle of a war,” he told reporters
in Washington.

But there are growing indications
that many more people than cur-
rently estimated may not be able to
vote because of a lack of security, es-
pecially in the south and parts of the
east that are dominated by the Pash-
tuns, the ethnic group that makes up

the core of the Taliban.
According to internal Afghan gov-

ernment documents reviewed by The
Wall Street Journal, 116 dis-
tricts—29% of the country’s total, rep-
resenting about 14% of polling sta-
tions—are “high risk” or “extreme
risk” areas where it may be too dan-
gerous for people to vote.

Government officials have invited
the Taliban and other groups to lay
down their arms and take part in the
polls. Taliban representatives say the
elections aren’t a sovereign affair,
but are controlled by the U.S., and
therefore refuse to take part.

About half of those districts are in
the south and east. A handful have no
government presence at all. In the
rest, insurgents control the country-
side, and the Taliban have told peo-
ple not to vote. In Paktika province,
on the eastern border with Pakistan,
officials say security problems have
forced them to move or abandon
about 20% of the polling stations.

Afghanistan’s Independent Elec-
tions Commission says it should have
a complete assessment of the secu-
rity situation in the coming days.

President Hamid Karzai remains
the front-runner. Only one of the
nearly 40 challengers—former For-

eign Minister Abdullah Abdullah,
has mounted a serious challenge.

No matter who wins, there are
growing concerns that the legiti-
macy of the vote may be called into
question if security concerns keep
large numbers of voters away, fur-
ther reducing the legitimacy of the
government and possibly leading to
large protests, say analysts and West-
ern diplomats.

The election-day security plan,
for now, is to have Afghan police
guard polling centers, while the Af-
ghan army secures district capitals.
U.S. and allied forces will try to stay
out of sight and back up the Afghan
forces, if needed, according to Af-
ghan and Western officials. While
there won’t be enough Afghan or
Western forces to secure every trou-
bled district, officials say they hope
the security measures will at least
free some troubled areas to vote.

That is little reassurance to some
voters. “Where we live there is al-
most no government presence. It is
Taliban territory. If anyone in our vil-
lage votes, the Taliban will butcher
us within the hour after we return
home,” said Muhammadullah, a
26-year-old farmer in the southern
province of Kandahar.

Even campaigning has been diffi-
cult in such areas. Campaign offices
have been bombed and campaign con-
voys carrying ballots and other sup-
plies have been attacked.

Afghanistan’s rugged terrain and
limited roads are another challenge.
More than 3,000 donkeys are being
used to transport ballots to remote
villages, where monitoring the vote
will be difficult, if not impossible.

That has opened the door to accu-
sations of fraud, fears backed up by
what observers say was widespread
cheating during the voter registra-
tion process, which took place
largely in the winter.

The Free and Fair Election Foun-
dation of Afghanistan, a U.N.-funded
watchdog, found irregularities and vi-
olations in up to 85% of registration
centers in some of the four phases of
the registration drive. The group pho-
tographed children with registration
cards and found officials selling
cards, among other violations.

Anofficialat the elections commis-
sion said his agency had found only a
few instances of registration fraud. A
senior U.S. official in Kabul said every-
one who votes will get an ink mark on
their finger, and “it would be very
hard for someone to vote twice.”

Hillary Clinton
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By Alex Wilson

And Lyndal McFarland

MELBOURNE—Australian police
arrested four men who they allege
were planning a suicide attack on an
Australian military base.

Police said that the arrested men
are all Australian citizens with some
being of Somali descent and others
Lebanese, and that members of the
group have supported the Islamic in-
surgency in Somalia. The men were
planning to use automatic weapons
in the attack, police said.

The arrests will renew concerns
that Australia has put itself in a posi-
tion where it faces terrorist threats
given its strong support for the war
on terror. The country has sent troops

to wars in Afghanistan and Iraq and
Australians have been the target of
bombings in other countries includ-
ing in Bali in 2002 and outside Austra-
lia’s embassy in Jakarta in 2004.

Former Prime Minister John
Howard often reminded Australians
of the threats they faced but those
worries diminished somewhat when
Prime Minister Kevin Rudd was
elected in late 2007 given his com-
mitment to withdraw troops from
Iraq, a process completed this year.

Mr. Rudd said the group was al-
leged to be affiliated with the al Sha-
baab terrorist group in Somalia,
which is believed to be linked to al
Qaeda, and that some of its mem-
bers allegedly traveled to Somalia to
take part in hostilities there. He said

Tuesday that the arrests are “a so-
ber reminder that the threat of ter-
rorism to Australia continues.”

Victoria Police Commissioner Si-
mon Overland said police will allege
the men planned to attack the
Holsworthy Barracks on Sydney’s
south western fringe, and had car-
ried out reconnaissance on other mil-
itary installations. “Details of the
planning indicated the alleged of-
fenders were prepared to inflict a sus-
tained attack on military personnel
until they themselves were killed,”
said Australian Federal Police Acting
Commissioner Tony Negus.

About 400 officers from the Aus-
tralian Federal Police, Victoria Po-
lice and New South Wales Police
launched raids at homes in Mel-

bourne early Tuesday, executing 19
search warrants across the city at
4.30 a.m. local time.

One of the arrested men, 25-year-
old Nayef El Sayed of Glenroy, ap-
peared in the Melbourne Magis-
trates’ Court Tuesday charged with
preparing for or planning a terrorist
act. He didn’t apply for bail and was
remanded in custody until his next
court date, a committal mention set
down for Oct. 26.

Police said they are not ruling
out further arrests. The men are to
be charged under Australian antiter-
ror laws enacted in 2005, which have
already been used to jail six Mel-
bourne men in 2008.
 —Iain McDonald

contributed to this article.
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EFG-Hermes Saudi Arabia Equity EA EQ SAU 07/28 SAR 5.60 18.1 –41.6 NS
EFG-Hermes Telecom OT EQ BMU 05/29 USD 28.96 12.9 –18.6 –8.2

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

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 07/31 USD 312.01 27.1 1.3 2.8
Sel Emerg Mkt Equity GL EQ GGY 07/31 USD 185.42 41.6 –20.2 –13.5
Sel Euro Equity EUR US EQ GGY 07/30 EUR 86.35 15.9 –24.1 –24.9
Sel European Equity EU EQ GGY 07/31 USD 162.12 17.9 –31.2 –24.5
Sel Glob Equity GL EQ GGY 07/31 USD 170.51 18.7 –25.4 –21.9
Sel Glob Fxd Inc GL BD GGY 07/31 USD 135.38 5.0 –7.6 –2.0
Sel Pacific Equity AS EQ GGY 07/31 USD 127.69 41.2 –15.5 –11.2
Sel US Equity US EQ GGY 07/31 USD 111.98 11.1 –23.7 –18.4
Sel US Sm Cap Eq US EQ GGY 07/31 USD 153.79 17.6 –25.0 –21.1

n SEB Sicav 2
Nordic Small Cap -C- OT OT LUX 08/04 EUR 111.78 NS NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 08/03 EUR 23.57 –10.1 –52.6 –48.6
MP-TURKEY.SI OT OT SVN 08/03 EUR 30.71 57.2 –22.6 –22.5

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 08/03 EUR 3.10 47.6 –59.2 –43.9
Parex Eastern Europ Bal OT OT LVA 08/03 EUR 12.14 41.5 –12.0 –6.8
Parex Eastern Europ Bd EU BD LVA 08/03 USD 12.86 47.5 –9.1 –2.2
Parex Russian Eq EE EQ LVA 08/03 USD 15.95 84.2 –40.2 –22.0

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 08/04 USD 156.41 41.0 –13.4 –14.2
PF (LUX)-Asian Eq-Pca AS EQ LUX 08/04 USD 149.36 40.3 –14.2 –14.9
PF (LUX)-Biotech-Pca OT EQ LUX 08/03 USD 291.39 2.2 –22.5 –2.4
PF (LUX)-CHF Liq-Pca CH MM LUX 08/03 CHF 124.18 0.2 0.5 1.3
PF (LUX)-CHF Liq-Pdi CH MM LUX 08/03 CHF 93.73 0.2 0.5 1.3
PF (LUX)-Digital Comm-Pca OT EQ LUX 08/03 USD 103.15 26.8 –4.0 –7.8
PF (LUX)-East Eu-Pca EU EQ LUX 08/03 EUR 252.55 89.1 –33.7 –26.3
PF (LUX)-Emg Mkts-Pca GL EQ LUX 08/04 USD 458.30 50.6 –22.1 –15.5
PF (LUX)-Eu Indx-Pca EU EQ LUX 08/03 EUR 90.75 18.7 –15.6 –19.0
PF (LUX)-EUR Bds-Pca EU BD LUX 08/03 EUR 378.73 1.4 5.5 2.2
PF (LUX)-EUR Bds-Pdi EU BD LUX 08/03 EUR 288.21 1.4 5.5 2.2
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 08/03 EUR 141.56 13.3 9.0 3.8
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 08/03 EUR 99.52 13.3 9.0 3.8
PF (LUX)-EUR HiYld-Pca EU BD LUX 08/03 EUR 127.46 41.3 –2.5 –5.9
PF (LUX)-EUR HiYld-Pdi EU BD LUX 08/03 EUR 73.89 41.3 –2.5 –5.9
PF (LUX)-EUR Liq-Pca EU MM LUX 08/03 EUR 135.76 0.8 2.1 2.9
PF (LUX)-EUR Liq-Pdi EU MM LUX 08/03 EUR 97.84 0.8 2.1 2.9
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 08/03 EUR 102.36 0.5 1.8 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 08/03 EUR 101.00 0.5 1.8 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 08/03 EUR 363.01 18.7 –20.0 –24.4
PF (LUX)-EuSust Eq-Pca EU EQ LUX 08/03 EUR 119.10 17.8 –15.6 –22.0
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 08/03 USD 225.71 19.2 12.4 8.9
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 08/03 USD 153.55 19.2 12.4 8.9
PF (LUX)-Gr China-Pca AS EQ LUX 08/04 USD 319.95 50.4 –2.3 –6.6
PF (LUX)-Indian Eq-Pca EA EQ LUX 08/04 USD 312.66 63.2 –5.8 –9.2
PF (LUX)-Jap Index-Pca JP EQ LUX 08/04 JPY 9231.24 13.3 –23.1 –24.0
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 08/04 JPY 8066.51 10.5 –28.3 –29.0
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 08/04 JPY 7844.24 10.1 –28.8 –29.5
PF (LUX)-JpEq130/30-Pca JP EQ LUX 08/04 JPY 4531.38 15.4 –22.4 –24.3
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 07/23 USD 45.27 9.1 –53.3 NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 08/04 USD 232.18 46.7 –11.3 –9.0
PF (LUX)-Piclife-Pca CH BA LUX 08/03 CHF 755.74 9.6 –3.7 –6.1
PF (LUX)-PremBrnds-Pca OT EQ LUX 08/03 EUR 55.15 24.9 –5.8 –17.9
PF (LUX)-Rus Eq-Pca OT OT LUX 08/03 USD 48.52 112.4 –40.4 NS
PF (LUX)-Security-Pca GL EQ LUX 08/03 USD 88.07 23.3 –7.5 –11.7
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 08/03 EUR 400.49 22.7 –21.2 –23.9
PF (LUX)-US Eq-Ica US EQ LUX 08/03 USD 91.86 12.5 –21.2 –13.3
PF (LUX)-USA Index-Pca US EQ LUX 08/03 USD 81.11 11.9 –19.1 –15.1
PF (LUX)-USD Gov Bds-Pca US BD LUX 08/03 USD 503.54 –5.1 4.7 5.6
PF (LUX)-USD Gov Bds-Pdi US BD LUX 08/03 USD 369.49 –5.1 4.7 5.6
PF (LUX)-USD Liq-Pca US MM LUX 08/03 USD 130.92 0.6 1.3 2.3

PF (LUX)-USD Liq-Pdi US MM LUX 08/03 USD 85.48 0.6 1.3 2.3
PF (LUX)-USD Sov Liq-Pca OT OT LUX 08/03 USD 101.56 0.3 1.4 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 08/03 USD 100.85 0.3 1.4 NS
PF (LUX)-Water-Pca GL EQ LUX 08/03 EUR 112.19 8.9 –14.3 –14.5
PF (LUX)-WldGovBds-Pca GL BD LUX 08/03 USD 161.84 –1.8 5.2 8.2
PF (LUX)-WldGovBds-Pdi GL BD LUX 08/03 USD 133.96 –1.8 5.2 8.2

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 07/31 USD 11.24 43.4 –7.5 –12.7
Japan Fund USD JP EQ IRL 08/04 USD 16.45 12.0 8.7 –4.6
Polar Healthcare Class I USD OT OT IRL 07/31 USD 11.60 NS NS NS
Polar Healthcare Class R USD OT OT IRL 07/31 USD 11.61 NS NS NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 06/30 USD 123.19 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 05/29 USD 8.36 23.9 –48.7 –17.6
Europn Conviction USD B EU EQ CYM 06/30 USD 132.65 5.0 17.6 11.1
Europn Forager USD B OT OT CYM 06/30 USD 199.88 11.7 0.4 –2.7
Latin America USD A GL EQ CYM 06/30 USD 14.25 2.2 –4.7 14.7
Paragon Limited USD A OT OT CYM 12/31 USD 309.60 12.7 12.7 14.2
UK Fund USD A OT OT CYM 06/30 USD 171.84 3.6 5.7 1.6

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 07/29 USD 102.61 77.9 –8.5 NS

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 07/31 EUR 617.15 9.5 –22.0 NS
Core Eurozone Eq B EU EQ IRL 07/31 EUR 736.44 12.0 –18.6 NS
Euro Fixed Income A EU BD IRL 07/31 EUR 1188.83 5.0 –1.4 –3.0
Euro Fixed Income B EU BD IRL 07/31 EUR 1265.99 5.4 –0.8 –2.5
Euro Small Cap A EU EQ IRL 07/31 EUR 1040.11 22.7 –23.2 –29.9
Euro Small Cap B EU EQ IRL 07/31 EUR 1111.35 23.1 –22.7 –29.5
Eurozone Agg Eq A EU EQ IRL 07/31 EUR 571.50 15.0 –21.7 –24.7
Eurozone Agg Eq B EU EQ IRL 07/31 EUR 819.27 15.4 –21.2 –24.3
Glbl Bd (EuroHdg) A GL BD IRL 07/31 EUR 1315.23 9.8 4.1 1.4
Glbl Bd (EuroHdg) B GL BD IRL 07/31 EUR 1392.54 10.2 4.9 2.0
Glbl Bd A EU BD IRL 07/31 EUR 1057.27 7.8 11.1 1.1
Glbl Bd B EU BD IRL 07/31 EUR 1123.17 8.2 11.8 1.8
Glbl Real Estate A OT EQ IRL 07/31 USD 756.46 13.5 –32.9 –23.9
Glbl Real Estate B OT EQ IRL 07/31 USD 777.91 13.9 –32.5 –23.4
Glbl Real Estate EH-A OT EQ IRL 07/31 EUR 690.12 10.0 –32.6 –25.2
Glbl Real Estate SH-B OT EQ IRL 07/31 GBP 64.58 8.9 –33.4 –24.9
Glbl Strategic Yield A EU BD IRL 07/31 EUR 1411.20 24.8 –2.8 –1.9
Glbl Strategic Yield B EU BD IRL 07/31 EUR 1506.45 25.3 –2.2 –1.3
Japan Equity A JP EQ IRL 07/31 JPY 12181.00 17.9 –24.7 –25.4
Japan Equity B JP EQ IRL 07/31 JPY 12950.00 18.3 –24.3 –25.0
PacBasn (Ex-Jap) Eq A AS EQ IRL 07/31 USD 1972.32 53.4 –7.4 –10.8
PacBasn (Ex-Jap) Eq B AS EQ IRL 07/31 USD 2099.59 53.9 –6.9 –10.2
Pan European Eq A EU EQ IRL 07/31 EUR 842.50 17.2 –20.8 –23.4
Pan European Eq B EU EQ IRL 07/31 EUR 895.86 17.6 –20.4 –23.0
US Equity A US EQ IRL 07/31 USD 769.35 15.0 –22.8 –16.6
US Equity B US EQ IRL 07/31 USD 821.65 15.4 –22.3 –16.1
US Small Cap A US EQ IRL 07/31 USD 1141.43 13.5 –23.9 –18.4
US Small Cap B US EQ IRL 07/31 USD 1219.77 13.9 –23.5 –17.9

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 08/04 EUR 13.60 –3.7 16.6 11.6
Asset Sele C H-CHF OT OT LUX 08/04 CHF 94.53 NS NS NS
Asset Sele C H-GBP OT OT LUX 08/04 GBP 95.17 NS NS NS
Asset Sele C H-JPY OT OT LUX 08/04 JPY 9488.69 NS NS NS
Asset Sele C H-NOK OT OT LUX 08/04 NOK 109.00 –3.1 NS NS
Asset Sele C H-SEK OT OT LUX 08/04 SEK 136.46 –4.3 17.4 12.0
Asset Sele C H-USD OT OT LUX 08/04 USD 95.30 NS NS NS
Asset Sele D H-SEK OT OT LUX 08/04 SEK 128.06 –4.3 NS NS
Choice Global Value -C- GL EQ LUX 08/04 SEK 67.88 12.8 –23.0 –26.6
Choice Global Value -D- OT OT LUX 08/04 SEK 65.04 12.8 –23.0 NS
Choice Global Value -I- OT OT LUX 08/04 EUR 5.88 20.7 –28.5 –29.8
Choice Japan Fd -C- OT OT LUX 08/04 JPY 50.38 12.0 –23.4 –25.9
Choice Japan Fd -D- OT OT LUX 08/04 JPY 45.29 12.0 –23.4 –25.8
Choice Jpn Chance/Risk JP EQ LUX 08/04 JPY 52.74 17.8 –26.4 –28.0
Choice NthAmChance/Risk US EQ LUX 08/04 USD 3.54 26.5 –25.2 –15.3
Ethical Europe Fd OT OT LUX 08/04 EUR 1.75 17.1 –23.9 –26.4
Europe 1 Fd OT OT LUX 08/04 EUR 2.52 20.6 –22.6 –26.2
Europe 3 Fd EU EQ LUX 08/04 EUR 3.64 19.4 –23.1 –26.4
Global Chance/Risk Fd GL EQ LUX 08/04 EUR 0.54 14.1 –16.7 –20.6
Global Fd -C- OT OT LUX 08/04 USD 1.93 15.6 –24.3 –19.0
Global Fd -D- OT OT LUX 08/04 USD 1.20 15.6 NS NS
Nordic Fd OT OT LUX 08/04 EUR 5.04 25.3 –9.8 –15.3

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 08/04 USD 6.68 47.4 –6.0 –10.2
Choice Asia ex. Japan -D- OT OT LUX 08/04 USD 1.18 47.3 NS NS
Currency Alpha EUR -IC- OT OT LUX 08/04 EUR 10.54 –3.4 –1.7 1.5
Currency Alpha EUR -RC- OT OT LUX 08/04 EUR 10.46 –3.7 –2.1 1.1

Currency Alpha SEK -ID- OT OT LUX 08/04 SEK 97.99 –7.2 –5.7 NS
Currency Alpha SEK -RC- OT OT LUX 08/04 SEK 107.43 –3.7 –2.1 1.1
Generation Fd 80 OT OT LUX 08/04 SEK 7.21 13.0 –8.6 NS
Nordic Focus EUR NO EQ LUX 08/04 EUR 68.52 37.4 –14.5 NS
Nordic Focus NOK NO EQ LUX 08/04 NOK 74.18 37.4 –14.5 NS
Nordic Focus SEK NO EQ LUX 08/04 SEK 74.99 37.4 –14.5 NS
Russia Fd OT OT LUX 08/04 EUR 6.60 97.7 –32.4 –22.2

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 08/04 USD 1.62 16.8 –19.7 –17.1
Ethical Glbl Fd -C- OT OT LUX 08/04 USD 0.76 13.0 NS NS
Ethical Glbl Fd -D- OT OT LUX 08/04 USD 0.74 23.0 –19.0 –17.7
Ethical Sweden Fd NO EQ LUX 08/04 SEK 37.60 36.4 5.8 –10.8
Index Linked Bd Fd SEK OT BD LUX 08/04 SEK 12.81 0.6 1.6 4.4
Medical Fd OT EQ LUX 08/04 USD 2.97 3.7 –16.4 –9.4
Short Medium Bd Fd SEK NO MM LUX 08/04 SEK 8.80 1.1 1.9 2.8
Technology Fd -C- OT OT LUX 08/04 USD 0.18 NS NS NS
Technology Fd -D- OT OT LUX 08/04 USD 2.19 40.4 –8.5 –9.6
World Fd -C- OT OT LUX 08/04 USD 26.42 NS NS NS
World Fd -D- OT OT LUX 08/04 USD 2.00 25.0 –14.8 –12.1

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 08/04 EUR 1.27 0.1 0.4 1.4
Short Bond Fd EUR -D- OT OT LUX 08/04 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 08/04 SEK 21.92 1.7 2.1 2.9
Short Bond Fd USD US MM LUX 08/04 USD 2.49 –0.2 0.4 1.7

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 08/04 SEK 10.16 1.0 –1.4 0.3
Alpha Bond Fd SEK -B- NO BD LUX 08/04 SEK 8.80 1.0 –1.4 0.3
Alpha Bond Fd SEK -C- NO BD LUX 08/04 SEK 25.44 0.9 –1.5 0.2
Alpha Bond Fd SEK -D- NO BD LUX 08/04 SEK 7.92 0.9 –1.5 0.2
Alpha Short Bd SEK -A- NO MM LUX 08/04 SEK 11.07 2.4 2.8 3.3
Alpha Short Bd SEK -B- NO MM LUX 08/04 SEK 10.12 2.4 2.8 3.3
Alpha Short Bd SEK -C- NO MM LUX 08/04 SEK 21.65 2.4 2.7 3.2
Alpha Short Bd SEK -D- NO MM LUX 08/04 SEK 8.19 2.4 2.7 3.2
Bond Fd SEK -C- NO BD LUX 08/04 SEK 42.13 1.4 10.0 6.2
Bond Fd SEK -D- NO BD LUX 08/04 SEK 12.24 1.5 10.1 5.7
Corp. Bond Fd EUR -C- EU BD LUX 08/04 EUR 1.21 10.8 3.4 1.4
Corp. Bond Fd EUR -D- EU BD LUX 08/04 EUR 0.93 10.9 3.5 1.2
Corp. Bond Fd SEK -C- NO BD LUX 08/04 SEK 11.95 11.2 –0.4 –0.1
Corp. Bond Fd SEK -D- NO BD LUX 08/04 SEK 9.04 11.2 –0.4 0.0
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 08/04 EUR 102.87 –1.0 5.2 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 08/04 EUR 107.30 3.6 9.7 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 08/04 SEK 1102.52 3.6 9.7 NS
Flexible Bond Fd -C- NO BD LUX 08/04 SEK 21.33 2.2 5.9 4.5
Flexible Bond Fd -D- NO BD LUX 08/04 SEK 11.66 2.2 5.9 4.5

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 08/04 USD 2.31 50.2 –14.0 –9.0
Eastern Europe Fd OT OT LUX 08/04 EUR 2.16 26.8 –31.1 –24.1

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 08/04 SEK 27.29 62.6 11.3 –14.1
Eastern Europe SmCap Fd OT OT LUX 08/04 EUR 1.95 49.4 –33.0 –30.9
Europe Chance/Risk Fd EU EQ LUX 08/04 EUR 927.47 21.6 –25.7 –28.5
Listed Private Equity -C- OT OT LUX 08/04 EUR 110.47 34.1 NS NS
Listed Private Equity -IC- OT OT LUX 08/04 EUR 63.21 53.0 NS NS
Listed Private Equity -ID- OT OT LUX 08/04 EUR 61.38 48.8 NS NS
Nordic Small Cap -IC- OT OT LUX 08/04 EUR 111.97 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 08/04 SEK 77.65 –3.0 –22.8 –14.8
Asset Sele Defensive Acc EUR -C- OT OT LUX 08/04 EUR 99.23 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 08/04 SEK 99.30 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 08/04 USD 100.48 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 08/04 SEK 70.94 –3.1 –22.9 –16.1
Asset Sele Opp C H NOK OT OT LUX 08/04 NOK 99.13 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 08/04 SEK 98.17 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 08/04 EUR 98.94 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 08/04 GBP 98.79 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 08/04 SEK 98.88 NS NS NS
Asset Sele Original C EUR OT OT LUX 08/04 EUR 100.02 NS NS NS
Asset Sele Original D GBP OT OT LUX 08/04 GBP 100.11 NS NS NS
Asset Sele Original ID GBP OT OT LUX 08/04 GBP 99.99 NS NS NS

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 07/23 USD 949.80 1.0 NS NS
MENA Special Sits Fund OT OT BMU 06/30 USD 1028.16 5.9 NS NS

UAE Blue Chip Fund OT OT ARE 07/30 AED 5.63 22.8 –54.8 –20.0

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 07/31 EUR 29.02 2.3 –6.6 1.5
Bonds Eur Corp A OT OT LUX 07/31 EUR 22.56 8.8 5.3 1.1
Bonds Eur Hi Yld A OT OT LUX 07/31 EUR 18.51 39.3 –3.1 –6.8
Bonds EURO A OT OT LUX 07/31 EUR 40.73 3.1 9.9 5.7
Bonds Europe A OT OT LUX 07/31 EUR 39.04 3.1 9.2 4.8
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 07/31 USD 35.25 11.8 12.2 8.4
Bonds World A OT OT LUX 07/31 USD 41.02 3.0 5.0 8.8
Eq. China A OT OT LUX 08/03 USD 22.88 53.1 2.3 –8.3
Eq. ConcentratedEuropeA OT OT LUX 07/31 EUR 23.84 15.7 –23.7 –24.8
Eq. Eastern Europe A OT OT LUX 07/31 EUR 18.78 42.1 –43.9 –33.3
Eq. Equities Global Energy OT OT LUX 07/31 USD 15.84 11.1 –36.0 –15.5
Eq. Euroland A OT OT LUX 07/31 EUR 9.52 3.9 –26.9 –26.8
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 07/31 EUR 15.94 16.0 –22.4 –20.5
Eq. EurolandFinancialA OT OT LUX 07/31 EUR 10.29 22.2 –25.3 –28.3
Eq. Glbl Emg Cty A OT OT LUX 07/31 USD 8.58 43.5 –22.1 –15.2
Eq. Global A OT OT LUX 07/31 USD 24.38 15.9 –21.6 –20.3
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 07/31 USD 25.61 22.5 –6.7 0.2
Eq. Japan Sm Cap A OT OT LUX 08/03 JPY 1111.79 22.8 –12.2 –25.8
Eq. Japan Target A OT OT LUX 08/04 JPY 1796.03 14.8 –3.6 –12.7
Eq. Pacific A OT OT LUX 08/03 USD 9.12 42.8 –12.8 –12.2
Eq. US ConcenCore A OT OT LUX 07/31 USD 19.66 21.1 –15.0 –12.5
Eq. US Lg Cap Gr A OT OT LUX 07/31 USD 13.56 25.8 –28.1 –15.5
Eq. US Mid Cap A OT OT LUX 07/31 USD 25.38 26.7 –23.5 –14.7
Eq. US Multi Strg A OT OT LUX 07/31 USD 18.97 18.8 –26.8 –18.6
Eq. US Rel Val A OT OT LUX 07/31 USD 18.29 17.7 –25.4 –23.4
Eq. US Sm Cap Val A OT OT LUX 07/31 USD 14.52 12.2 –33.6 –26.8
Eq. US Value Opp A OT OT LUX 07/31 USD 14.50 11.9 –34.9 –27.5
Money Market EURO A OT OT LUX 07/31 EUR 27.35 0.8 2.6 3.4
Money Market USD A OT OT LUX 07/31 USD 15.82 0.5 1.5 2.7

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 08/04 JPY 9377.00 9.0 –26.3 –32.7
YMR-N Japan Fund OT OT IRL 08/04 JPY 10422.00 10.4 –26.1 –29.8
YMR-N Small Cap Fund OT OT IRL 08/04 JPY 7182.00 11.9 –19.4 –32.5

n Yuki 77 Series
Yuki 77 General JP EQ IRL 08/04 JPY 6501.00 10.1 –28.3 –30.9
Yuki 77 Growth JP EQ IRL 08/04 JPY 6057.00 2.4 –34.0 –35.9

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 08/04 JPY 6807.00 9.1 –27.6 –32.0
Yuki Chugoku JpnLowP JP EQ IRL 08/04 JPY 8538.00 4.2 –22.2 –26.9

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 08/04 JPY 7277.00 7.5 –29.0 –32.1

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 08/04 JPY 4805.00 5.6 –33.0 –32.0
Yuki Hokuyo Jpn Inc JP EQ IRL 08/04 JPY 5498.00 4.1 –27.1 –26.4
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 08/04 JPY 5272.00 12.1 –18.3 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 08/04 JPY 4582.00 7.8 –35.2 –35.1
Yuki Mizuho Jpn Dyn Gro OT OT IRL 08/04 JPY 4900.00 9.1 –35.3 –35.7
Yuki Mizuho Jpn Exc 100 OT OT IRL 08/04 JPY 6959.00 14.1 –28.9 –30.9
Yuki Mizuho Jpn Gen OT OT IRL 08/04 JPY 8829.00 10.1 –26.2 –31.8
Yuki Mizuho Jpn Gro OT OT IRL 08/04 JPY 6699.00 7.1 –25.4 –33.0
Yuki Mizuho Jpn Inc OT OT IRL 08/04 JPY 7944.00 –0.1 –30.8 –29.6
Yuki Mizuho Jpn Lg Cap OT OT IRL 08/04 JPY 5334.00 7.0 –28.3 –30.3
Yuki Mizuho Jpn LowP OT OT IRL 08/04 JPY 12292.00 8.5 –18.4 –24.7
Yuki Mizuho Jpn PGth OT OT IRL 08/04 JPY 8390.00 9.8 –30.5 –32.6
Yuki Mizuho Jpn SmCp OT OT IRL 08/04 JPY 7213.00 17.6 –18.7 –31.9
Yuki Mizuho Jpn Val Sel OT OT IRL 08/04 JPY 6010.00 15.7 –22.5 –26.4
Yuki Mizuho Jpn YoungCo OT OT IRL 08/04 JPY 2935.00 23.0 –24.6 –38.9

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 08/04 JPY 5115.00 13.6 –32.5 –33.6

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 08/04 JPY 5569.00 9.2 –27.9 –33.1

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 06/30 USD 1354.00 0.5 4.1 5.9
CMA MultHdge Arbtrge OT OT CYM 05/29 USD 1752.69 0.7 –8.8 –4.4
CMA MultHdge Balncd OT OT CYM 05/29 USD 1246.22 0.4 4.8 5.8
CMA MultHdge Growth OT OT CYM 06/30 USD 1691.59 2.7 7.0 6.4
CMA MultiHdge Lvrgd OT OT CYM 06/30 USD 952.17 –0.3 1.6 6.7

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 06/30 EUR 99.06 0.7 –22.7 –11.5
D'Auriol Opp F3 EUR EU MM CYM 05/29 EUR 989.59 –0.7 –25.0 –15.0

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 07/17 USD 686.32 52.2 –58.3 –34.8

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 06/30 EUR 183.32 –14.6 –4.6 11.2
Horseman EmMkt Opp USD GL EQ USA 06/30 USD 184.82 –15.8 –6.8 10.5
Horseman EurSelLtd EUR EU EQ GBR 06/30 EUR 176.67 –15.5 –18.2 2.7
Horseman EurSelLtd USD EU EQ GBR 06/30 USD 183.41 –15.7 –18.7 2.5
Horseman Glbl Ltd EUR GL EQ CYM 06/30 USD 412.16 –16.3 –3.1 8.8
Horseman Glbl Ltd USD GL EQ CYM 06/30 USD 412.16 –16.3 –3.1 8.8

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
Global Absolute OT OT GGY 07/17 GBP 0.99 5.3 NS NS
Global Absolute EUR OT OT NA 07/10 EUR 1.46 5.5 NS NS
Global Absolute USD OT OT GGY 07/17 USD 1.86 5.6 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 07/17 EUR 80.18 5.1 NS NS
Special Opp Inst EUR OT OT CYM 07/17 EUR 75.55 5.2 NS NS
Special Opp Inst USD OT OT CYM 07/17 USD 85.56 6.0 NS NS

Special Opp USD OT OT CYM 07/17 USD 84.06 5.6 NS NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 05/22 EUR 123.47 3.5 –13.4 –3.8
GH Fund CHF Hdg OT OT JEY 07/17 CHF 104.70 4.9 NS NS
GH Fund EUR Hdg (Non-V) OT OT JEY 05/22 EUR 111.63 2.9 –15.9 –5.9
GH Fund GBP Hdg OT OT JEY 07/17 GBP 124.28 5.5 NS NS
GH Fund Inst EUR OT OT JEY 05/29 EUR 91.86 10.0 –10.4 NS
GH Fund Inst USD OT OT JEY 07/17 USD 104.96 6.4 NS NS
GH FUND S EUR OT OT CYM 07/17 EUR 120.04 6.2 NS NS
GH FUND S GBP OT OT JEY 07/17 GBP 124.35 5.7 NS NS
GH Fund S USD OT OT CYM 07/17 USD 140.67 6.6 NS NS
GH Fund USD OT OT GGY 07/17 USD 257.89 5.8 NS NS
Hedge Investments OT OT JEY 07/17 USD 131.48 6.1 NS NS
Leverage GH USD OT OT GGY 07/17 USD 107.91 10.6 NS NS
MultiAdv Arb CHF Hdg OT OT JEY 07/17 CHF 89.41 6.4 NS NS
MultiAdv Arb EUR Hdg OT OT JEY 07/17 EUR 96.80 7.1 NS NS
MultiAdv Arb GBP Hdg OT OT JEY 07/17 GBP 104.15 7.5 NS NS
MultiAdv Arb S EUR OT OT CYM 07/17 EUR 102.95 7.6 NS NS
MultiAdv Arb S GBP OT OT CYM 07/17 GBP 107.60 7.9 NS NS
MultiAdv Arb S USD OT OT CYM 07/17 USD 117.56 8.5 NS NS
MultiAdv Arb USD OT OT GGY 06/30 USD 181.37 7.5 –17.9 –10.2

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 06/30 USD 111.58 4.2 –14.9 –7.1
Asian AdbantEdge EUR OT OT JEY 07/17 EUR 95.59 7.8 NS NS
Asian AdvantEdge OT OT JEY 07/17 USD 175.11 8.1 NS NS
Emerg AdvantEdge OT OT JEY 07/17 USD 157.52 12.2 NS NS
Emerg AdvantEdge EUR OT OT JEY 07/17 EUR 87.77 11.7 NS NS
Europ AdvantEdge EUR OT OT JEY 07/17 EUR 122.79 6.5 NS NS
Europ AdvantEdge USD OT OT JEY 07/17 USD 130.08 6.6 NS NS
Japan AdvantEdge JPY OT OT JEY 06/30 JPY 7913.02 –2.1 –10.8 –8.6
Japan AdvantEdge USD OT OT JEY 06/30 USD 92.51 –1.7 –9.6 –6.5
Lvgd Alpha AdvantEdge OT OT JEY 06/30 USD 91.87 7.0 –33.1 –19.2
Real AdvantEdge EUR OT OT NA 07/17 EUR 103.21 4.4 NS NS
Real AdvantEdge USD OT OT NA 07/17 USD 103.24 4.6 NS NS
Trading Adv JPY OT OT NA 07/17 JPY 9336.76 NS NS NS
Trading AdvantEdge OT OT GGY 07/17 USD 141.68 –6.6 NS NS
Trading AdvantEdge EUR OT OT GGY 07/17 EUR 128.90 –6.3 NS NS
Trading AdvantEdge GBP OT OT GGY 07/17 GBP 135.81 –6.7 NS NS
US AdvantEdge OT OT JEY 06/30 USD 105.30 2.9 –19.3 –7.5

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 06/30 EUR 190.43 NS NS NS
Integrated Dir Trading USD OT OT CYM 06/30 USD 94.58 3.5 –4.4 5.3
Integrated Emg Markets EUR OT OT CYM 06/30 EUR 76.09 6.9 –21.7 –12.8
Integrated European EUR OT OT CYM 06/30 EUR 151.17 1.4 –4.1 –1.0
Integrated Event Driven USD OT OT CYM 06/30 USD 82.54 0.3 –22.8 –11.0
Integrated Lg/Sh Sel A USD OT OT CYM 06/30 USD 85.01 –1.6 –14.8 –6.9
Integrated MultSt B USD OT OT VGB 06/30 USD 119.05 3.3 –16.3 –6.8
Integrated Relative Value USD OT OT CYM 06/30 EUR 94.14 3.1 –5.3 –3.0

n INVENTUM ASSET MANAGEMENT S.A.
info@inventumcapital.com
Tel. +7 495 792 5595 www.inventumcapital.com
Inv Absolute Return Fund OT OT BMU 06/30 USD 123.48 22.0 NS NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 07/31 USD 264.98 37.9 –60.6 –40.0
Antanta MidCap Fund EE EQ AND 07/31 USD 439.65 51.7 –69.8 –45.8
Meriden Opps Fund GL OT AND 07/22 EUR 74.42 –14.5 –28.2 NS
Meriden Protective Div OT OT AND 11/24 EUR 78.88 –2.8 NS NS

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

n SEB ALTERNATIVE INVESTMENT
SEB KEY Europe Equity Long Short

Key Europe Long/Short EUR -IC- OT OT LUX 06/30 EUR 86.74 2.2 –13.3 NS
Key Europe Long/Short EUR -RC- OT OT LUX 06/30 EUR 86.22 1.9 –13.8 NS

n SEB KEY Hedge

Key Hedge EUR -IC- OT OT LUX 06/30 EUR 97.46 7.5 –2.9 NS
Key Hedge EUR-RC- OT OT LUX 06/30 EUR 96.90 7.2 –3.4 NS

n SEB KEY Market Independent II
Key Market Independent II EUR -RC- OT OT LUX 06/30 EUR 91.98 8.5 –6.1 NS
Key Market Independent II SEK -I- OT OT LUX 06/30 SEK 89.48 9.0 –6.2 NS

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 06/30 EUR 83.89 5.4 –15.7 NS
Key Recovery -RC- OT OT LUX 06/30 EUR 83.40 5.1 –16.2 NS

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 07/28 USD 42.76 –48.6 –35.8 –13.9
Superfund GCT USD* OT OT LUX 07/28 USD 2186.00 –40.1 –28.1 –13.1
Superfund Gold A (SPC) OT OT CYM 07/28 USD 864.56 –25.6 –26.6 3.4
Superfund Gold B (SPC) OT OT CYM 07/28 USD 846.40 –37.2 –35.8 –3.3
Superfund Q-AG* OT OT AUT 07/28 EUR 6403.00 –26.9 –19.9 –5.1

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 –7.1 –12.8 1.9
Winton Evolution GBP GL OT VGB 07/31 GBP 1160.26 –7.2 –12.5 2.9
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 –7.3 –13.2 1.9
Winton Futures EUR GL OT VGB 07/31 EUR 189.57 –6.5 –4.0 11.4
Winton Futures GBP GL OT VGB 07/31 GBP 204.29 –6.6 –3.4 12.8
Winton Futures JPY Lead Series 2 GL OT VGB 07/31 JPY 13537.94 –7.7 –7.1 8.1
Winton Futures USD GL OT VGB 07/31 USD 671.65 –7.1 –4.8 11.4

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

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

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

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

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

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

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

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

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

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

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 06/30 USD 1328.84 3.2 3.2 2.6 –18.0 –7.1

Advertisement [ INTERNATIONAL INVESTMENT FUNDS www.WSJ.com ] Advertisement

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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Nigeria’s amnesty program is criticized
Offer to pay stipend
to militants is seen
avoiding real issues

Brazil’s leader is seeking
distance from an ally

A member of the Nigerian navy patrolled an oil depot alongside pipelines
damaged in an attack by Niger Delta militants, in Lagos, Nigeria, last month.
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By Will Connors

And Spencer Swartz

LAGOS, Nigeria—A high-profile
government amnesty program
aimed at stopping militants in Nige-
ria’s oil-rich delta region from bomb-
ing pipelines is coming under fire
for not seeking ermanent solutions
to the area’s underlying problems.

The amnesty program, sched-
uled to begin Thursday and run two
months, is the biggest public effort
yet by President Umaru Yar’Adua to
ease the unrest in the Niger Delta
that has cost the country billions of
dollars in lost oil revenue.

But Nigerian state governors, an-
alysts, and the militants themselves
have criticized the plan because it
does little to address the core
causes of the militancy and criminal-
ity that have plagued the Niger Delta
for decades, such as the lack of edu-
cation, jobs and basic services.

State governors from the Niger
Delta region, a powerful group but
rarely in agreement, last week
threatened to withdraw from the am-
nesty program because it lacked “a
definite postamnesty plan arrange-
ment for the region.”

With oil revenue down sharply
this year, the Nigerian government
desperately needs the program to
work. Nigeria has lost the title of Af-
rica’s biggest oil producer to Angola
with more than one million barrels a
day of its production shuttered from
militant attacks in recent months.

The government has budgeted
about $63 million for rehabilitation
and reintegration programs, and for
allowances for thousands of mili-
tants. But many key questions re-
main unanswered, including what
happens after the two-month am-
nesty window.

The militant leader many con-
sider to be the most powerful in the
region, Government Ekpemupolo,
better known as Tompolo, has indi-
cated he won’t accept the offer. In

hiding since his camp was attacked
by soldiers in May, Tompolo said
through a close adviser Monday
that he was open in principle to am-
nesty, but that he and his men don’t
think the current deal is genuine.

“They are aware of the trick,”
the adviser said. “They are not go-
ing to surrender anything. They
don’t believe in what the commit-
tee is all about.”

The committee he refers to is a
group of government officials
charged with organizing and imple-
menting the program. Air Vice Mar-
shall Lucky Ararile, chief coordina-
tor of the amnesty committee, con-
cedes that the militant leaders them-
selves are unlikely to play a public
part in the process.

“The leaders don’t have to come
out if they don’t want to,” Mr.
Ararile said in an interview. “Or they
can come with a few hundred of
their boys, for example, then leave
and say it’s not for them.”

Mr. Ararile said the government
wasn’t willing to negotiate any kind
of deals aside from the official am-
nesty offer.

Although details are still being fi-
nalized on how exactly the program
will work, each militant who agrees
to disarm is to receive an allowance
of around $135 a month plus $100 or
so a month for food. The payments,
will run for an open-ended amount
of time and not just the August to Oc-
tober timeframe the amnesty is
slated to run, according to a senior
Nigerian oil official familiar with
the matter.

“This [payments to militants]
will run several months. Otherwise
things will collapse and we’ll be fac-
ing the same situation again,” said
the official, adding that payments
are likely to keep flowing well into
2010 to militants who accept the am-
nesty and embrace peace.

With an estimated 10,000 to
25,000 militants potentially cov-
ered by the amnesty, the payments
are likely to run up quite a bill over
time, but the government is hoping
the result will be that more oil is
pumped, which will more than cover
the money handed over to militants.

This strategy has raised concern
among many analysts who say that

the government may be just pouring
money down the drain. “The govern-
ment may be hoping to buy some
time to recalculate its next steps in
attempting to tackle the crisis. How-
ever, amnesty by itself will not be
the panacea,” said Rolake Akinola, a
West African analyst at Control
Risks, a consultancy in London.

Past payment programs haven’t
worked. A plan in spring 2007, for ex-
ample, by the government of Rivers
state, one of the delta’s main oil-pro-
ducing states, to shower thousands
of dollars on militants who re-
nounced violence quickly ended in
tatters, without enhancing security
or improving the lives of the people
in the region. It’s unknown how
much the Rivers state government
spent on its program.

In 2004, the federal government
paid militant leader Ateke Tom over
$2,000 for each of the 360 AK-47s he
turned in, well above the then-mar-
ket price. Asari Dokubo, another mili-
tant leader, struck a similar deal.

Yet, militant leader Mr. Tom told
The Wall Street Journal in June that
during the cash-for-arms program
in 2004, he turned in only a small
fraction of his arms.

In addition to the allowance pay-
ments, the government was involved
in talks with militants to pay them
money for their weapons, according
to people involved in the talks. When
asked, government officials denied
this. Some officials in the federal gov-
ernment also are pushing a contro-
versial idea to have foreign oil compa-
nies contribute funds to the payouts.
It’s unclear what laws, if any, a com-
pany might break by contributing
payments to the government’s plan,
but doing so would court ethical and
public-relations problems for the
companies, analysts said.

“This is a potential legal snake

pit for the oil companies. They can-
not have documented payments
that go to militants,” said Peter
Lewis, director of African studies
program at John Hopkins Univer-
sity in Washington.

Companies could potentially
make payments under the guise of
“community development.” Chev-
ron Corp., Eni SpA, and Exxon Mobil
Corp. and others already spend mil-
lions of dollars collectively on com-
munity projects in the Niger Delta, in-
cluding to the Niger Delta Develop-
ment Commission, a government-
run agency created in 2000 that bank-
rolls various infrastructure projects.

A spokesman for Royal Dutch
Shell PLC, one of the biggest for-
eign companies operating in Nige-
ria, wouldn’t confirm nor deny
whether Shell had been contacted
by the government about making
payments to the militants and
called the amnesty program “a mat-
ter for the government.”

An official from another major
oil company, declining to be named,
said the company wouldn’t make
payments if the government makes
such a request. Other companies, in-
cluding Exxon Mobil, didn’t respond
to requests seeking comment.

Another problem the govern-
ment faces is that the volume of
AK-47s, and other guns and weap-
onry in the delta region, has in-
creased sharply in recent years, a re-
sult of rising oil prices prior to the
global recession that boosted the
amount of money flowing into Nige-
ria. An individual may turn in one
weapon under the amnesty pro-
gram, but have several others
stashed away. There are also plenty
of outlets for getting new weapons.

By John Lyons

SÃO PAULO, Brazil—Brazil’s Pres-
ident Luiz Inácio Lula da Silva faces
a possible political setback amid cor-
ruption allegations that have
brought pressure on an important
ally to resign as head of the Senate.

The ally, José Sarney, is a former
president and a leader of the Brazil-
ian Democratic Movement Party—
the biggest party in Congress. An al-
liance with Mr. Sarney has helped to
ensure voting majorities for Mr. da
Silva and his left-leaning Workers’
Party over the years.

Mr. Sarney, who has denied wrong-
doing, told reporters in Brasília on
Monday that he didn’t plan to resign.
“I am in high spirits, I’ve never
stopped being confident,” he said.

The Senate ethics committee is
to meet this week to discuss a dozen
allegations against Mr. Sarney. Fed-
eral police say they are investigat-
ing some claims.

According to news reports and
public claims by opposition politi-
cians, Mr. Sarney advanced legisla-
tion through Congress that finan-
cially benefited himself, his family
and his political allies. Other allega-
tions in articles and broadcasts in-
clude evading taxes with an offshore
account and embezzling public
funds through a charitable organiza-
tion. The allegations couldn’t be in-
dependently verified.

Mr. Sarney may still weather the
storm.Even if he stepsdown as presi-
dent of the Senate, he will likely re-

main a senator, many political ana-
lysts say.

Still, a resignation would hobble
Mr. Sarney just as President da Silva
needs him to help shepherd a congres-
sional investigation into accounting
practices at state-controlled oil giant
Petroleo Brasileiro SA.

Some political analysts say they
expect Mr. da Silva’s political oppo-
nents to use the Petrobras investiga-
tion to seek out potentially harmful
information about the management
of the company that could be used
against Mr. da Silva’s party in na-
tional elections next year.

Mr. Sarney also is needed to de-
liver popular votes for Mr. da Silva’s
handpicked presidential successor—
Dilma Rousseff, his chief of staff. Af-
ter two terms in office, Mr. da Silva
isn’t eligible for re-election, and Ms.
Rousseff’s mediocre popularity rat-
ings suggest she will need cross-
party alliances to win.

As the allegations emerged, Mr.
da Silva stood by Mr. Sarney, saying
that the Senate president should be
given the benefit of the doubt and
that Mr. Sarney’s history of public
service afforded him special treat-
ment. Mr. Sarney, who is recognized
for helping Brazil make the transi-
tion to democracy from a military
dictatorship, shouldn’t pay a politi-
cal price for the alleged wrongdo-
ing, Mr. da Silva said.

Last week Mr. da Silva moved to
cut his ties, signaling in a news con-
ference that he would no longer
back Mr. Sarney.

ECONOMY & POLITICS

RIDING THE RANGE: Russian Prime Minister Vladimir Putin rides a horse during his vacation outside the town of Kyzyl in
southern Siberia on Monday.

Agence France-Presse/Getty Images

A premier gets back in the saddle on holiday
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Shanghai woos equity firms
Officials seek to alter
currency rules, ease
entry of foreign shops

Gl High Yield I US BD LUX 08/03 USD 3.87 39.2 –2.0 –0.8
Gl Value A GL EQ LUX 08/03 USD 10.10 19.0 –28.8 –25.0
Gl Value B GL EQ LUX 08/03 USD 9.32 18.3 –29.5 –25.7
Gl Value I GL EQ LUX 08/03 USD 10.71 19.5 –28.2 –24.4
India Growth A - OT OT LUX 08/03 USD 109.41 NS NS NS
India Growth AX OT OT LUX 08/03 USD 95.54 65.4 2.1 –1.5
India Growth B - OT OT NA 08/03 USD 115.09 NS NS NS
India Growth BX OT OT LUX 08/03 USD 82.00 64.4 1.1 –2.4
India Growth I EA EQ LUX 08/03 USD 98.80 65.7 2.5 –1.2
Int'l Health Care A OT EQ LUX 08/03 USD 124.04 5.6 –16.3 –11.3
Int'l Health Care B OT EQ LUX 08/03 USD 105.06 5.0 –17.1 –12.2
Int'l Health Care I OT EQ LUX 08/03 USD 135.08 6.1 –15.6 –10.6
Int'l Technology A OT EQ LUX 08/03 USD 94.56 29.3 –18.1 –14.3
Int'l Technology B OT EQ LUX 08/03 USD 82.28 28.5 –18.9 –15.2
Int'l Technology I OT EQ LUX 08/03 USD 105.68 29.9 –17.4 –13.6
Japan Blend A JP EQ LUX 08/03 JPY 6221.00 15.9 –26.5 –25.2
Japan Growth A JP EQ LUX 08/03 JPY 6076.00 9.2 –27.1 –25.7
Japan Growth I JP EQ LUX 08/03 JPY 6231.00 9.7 –26.5 –25.1
Japan Strat Value A JP EQ LUX 08/03 JPY 6252.00 21.2 –27.3 –25.6
Japan Strat Value I JP EQ LUX 08/03 JPY 6397.00 21.8 –26.7 –25.0
Real Estate Sec. A OT EQ LUX 08/03 USD 12.52 17.3 –27.3 –20.1

Real Estate Sec. B OT EQ LUX 08/03 USD 11.49 16.6 –28.0 –20.9
Real Estate Sec. I OT EQ LUX 08/03 USD 13.41 17.8 –26.7 –19.5
Short Mat Dollar A US BD LUX 08/03 USD 7.08 7.2 –3.0 –8.5
Short Mat Dollar A2 US BD LUX 08/03 USD 9.39 7.2 –3.1 –8.5
Short Mat Dollar B US BD LUX 08/03 USD 7.08 6.9 –3.5 –8.9
Short Mat Dollar B2 US BD LUX 08/03 USD 9.37 7.0 –3.4 –8.9
Short Mat Dollar I US BD LUX 08/03 USD 7.08 7.5 –2.5 –7.9

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 08/03 GBP 7.16 7.5 –8.8 –11.1
Andfs. Borsa Global GL EQ AND 08/03 EUR 5.87 1.3 –25.7 –21.5
Andfs. Emergents GL EQ AND 08/03 USD 15.11 51.2 –16.1 –10.4
Andfs. Espanya EU EQ AND 08/03 EUR 12.57 16.2 –8.4 –13.9
Andfs. Estats Units US EQ AND 08/03 USD 13.45 10.3 –22.2 –16.2
Andfs. Europa EU EQ AND 08/03 EUR 7.08 9.1 –18.7 –19.5

Andfs. Franca EU EQ AND 08/03 EUR 8.70 5.1 –19.9 –21.5

Andfs. Japo JP EQ AND 08/03 JPY 501.47 14.4 –22.6 –24.4

Andfs. Plus Dollars US BA AND 08/03 USD 8.86 5.1 –11.8 –8.7

Andfs. RF Dolars US BD AND 08/03 USD 10.87 6.4 –3.9 –1.6

Andfs. RF Euros EU BD AND 08/03 EUR 10.38 15.9 –1.5 –3.6

Andorfons EU BD AND 08/03 EUR 13.81 15.8 –2.6 –6.2

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

Andorfons Mix 30 EU BA AND 08/03 EUR 8.94 10.4 –14.7 –12.6

Andorfons Mix 60 EU BA AND 08/03 EUR 8.54 5.0 –23.7 –19.2

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 07/24 USD 203483.41 50.8 –9.6 –14.6

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 08/04 EUR 9.49 –5.8 –8.0 –3.3

DJE-Absolut P GL EQ LUX 08/04 EUR 188.78 7.7 –11.1 –11.9

DJE-Alpha Glbl P EU BA LUX 08/04 EUR 164.59 7.0 –8.3 –8.3
DJE-Div& Substanz P GL EQ LUX 08/04 EUR 194.89 11.4 –7.6 –9.4
DJE-Gold&Resourc P OT EQ LUX 08/04 EUR 150.17 14.9 –10.2 –6.2
DJE-Renten Glbl P EU BD LUX 08/04 EUR 126.99 6.1 5.4 2.1
LuxPro-Dragon I AS EQ LUX 08/04 EUR 145.86 57.1 13.6 –3.2
LuxPro-Dragon P AS EQ LUX 08/04 EUR 142.24 56.8 13.0 –4.3
LuxTopic-Aktien Europa EU EQ LUX 08/04 EUR 15.62 9.0 –3.5 –7.4
LuxTopic-Pacific AS EQ LUX 08/04 EUR 14.19 56.8 –18.2 –17.5

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 06/30 USD 38.55 11.5 –37.7 –10.1
EFG-Hermes MEDA* GL EQ BMU 05/29 USD 22.16 5.8 –44.0 –11.0
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By Joy C. Shaw

SHANGHAI—A Shanghai govern-
ment official said local authorities
are working to make it easier for for-
eign private-equity firms to estab-
lish themselves in the city, in particu-
lar by urging an adjustment in for-
eign-exchange rules.

Shanghai sent a petition to Chi-
na’s State Administration of Foreign
Exchange, the national foreign-ex-
change regulator, suggesting how re-
strictions could be waived for pri-
vate-equity firms that register them-
selves in the city’s Pudong financial
district, said Fang Xinghai, director-
general of Shanghai’s financial-ser-
vices office.

Mr. Fang said Shanghai would
like foreign private-equity firms
that raise substantially all—for in-
stance, 80%—of their capital within
China to be treated as domestic
firms in the eyes of national cur-
rency regulators. He cited the poten-
tial for other measures that could at-
tract the industry to Shanghai, in-
cluding lower taxes and relaxed in-
vestment rules.

“After talking with a group of for-
eign [private-equity] companies,
we find that they have great interest
in setting up renminbi funds in
China, but China’s existing laws and
regulations make it difficult for

them to do so,” Mr. Fang said, using
an alternate word for China’s cur-
rency.

China’s government this year
said Shanghai should position itself
as a global financial center, prompt-
ing local officials to look at ways to
encourage foreign firms in private
equity and other industries to set up
in the city. However, the local gov-
ernment’s petition to China’s cur-
rency system regulator for rule
changes that would apply specifi-
cally to one city and one industry un-
derscores the complexity involved
in reaching the goals.

Separately, the head of a newly
formed private-equity firm con-
trolled by the Shanghai government
and one of the country’s largest in-

vestment banks said Tuesday that it
intends to target investments in a
full range of Chinese financial firms,
particularly those with a national
presence. The new fund, GP Capital,
is a joint venture owned equally by
the Shanghai government’s Shang-
hai International Group and invest-
ment bank China International Cap-
ital Corp., which is 34%-owned by
Morgan Stanley.

While the fund has approvals to
operate, it hasn’t secured the fund-
ing it needs to make investments.
The fund is raising money and hopes
to initially secure eight billion yuan
($1.17 billion) from banks, insurers
and possibly government institu-
tional investors, said Bei Duoguang,
chief executive of GP Capital and a
managing director at CICC. Mr. Bei
said the firm could eventually raise
as much as 20 billion yuan.

China three years ago sanc-
tioned its first private-equity firms
in an effort to encourage mergers
and acquisitions and to develop its fi-
nancial sector, though the firms of-
ten differ in structure from firms
based in other places and don’t yet
have a track record. Private-equity
firms try to buy poorly running busi-
nesses, turn them around and list
them on a stock market.

Many Chinese private-equity
firms are owned or controlled by
state entities, including 10 so-called
industrial investment funds like
Tianjin-based Bohai Industrial In-
vestment Fund Management Co.
 —Rose Yu contributed

to this article.

Australia to relax foreign-deal rules
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Fang Xinghai, of Shanghai’s
financial-services office, shown in 2004.

CIT increases bond payout,
lowers acceptance to 58%

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

U.S.’s borrowing plan:
$406 billion this quarter
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By Rachel Pannett

CANBERRA, Australia—Austra-
lia will relax its screening of some in-
vestments by foreign firms in a bid
to improve the nation’s attractive-
ness as an investment destination,
Treasurer Wayne Swan said.

Private foreign investment, in-
cluding deals by privately held and
listed companies, in Australian firms
valued at less than 219 million Austra-
lian dollars (US$184.6 million) will
proceed without review. The move
will eliminate four lower monetary
thresholds under which deals were
subject to national-interest tests.

Mr. Swan said the streamlined re-
view process will ensure the govern-
ment doesn’t become “unnecessar-
ily involved in uncontroversial busi-
ness transactions.”

By implication, the change
means the government will have
more resources to focus on contro-
versial deals, which in the past year

included an abandoned US$19.5 bil-
lion tie-up between Aluminum
Corp. of China and Rio Tinto Ltd.

The move to reduce the red tape
around foreign investment was wel-
comed by analysts. But some said
Australia missed an opportunity to
address the more vexed issue of for-
eign investment by state-owned enti-
ties, notably from China, which has
dominated Australian merger-and-
acquisition activity in recent times.

Ian McCubbin, leader of China
business at international law firm
Deacons, said that if Australia can
apply a threshold to private-sector
investment, “then there ought to be
some sort of thresholds for state-
owned enterprises as well”.

Currently, Australia scrutinizes all
proposed investments by foreign gov-
ernments and their agencies. That
stance has led some Chinese firms to
complain they are being singled out
for undue scrutiny as Australia faces
a rapid acceleration in developing

countries’ demand for its natural re-
sources, notably iron ore and coal.

Mr. McCubbin said the current sit-
uation,where proposed deals by state-
owned enterprises and sovereign
wealth funds are subject to opaque
policyguidelines, including a national-
interest test, rather than specific leg-
islation, needs to be reviewed.

Under the changes, to be intro-
duced into Parliament in Septem-
ber, Australia will only scrutinize in-
vestments by private investors that
exceed 15% of a business worth
A$219 million or more. For U.S. in-
vestors, an existing threshold of
A$953 million will remain for invest-
ments in nonsensitive sectors.

Any investment in an Australian
company will be subject to the scru-
tiny of Australia’s Foreign Invest-
ment Review Board, and require ap-
proval by the treasurer, when a sin-
gle foreign company seeks a stake
larger than 15% or any consortium
of foreigners owns 40% or more.
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By Liz Rappaport

And Meena Thiruvengadam

The Treasury, which issued a
record amount of debt in the past
year to fund the surging federal bud-
get deficit, said it will borrow less in
the third quarter than it previously
expected, in part because banks re-
paid billions of dollars of govern-
ment aid under the Troubled Asset
Relief Program.

The Treasury said it plans to bor-
row an estimated $406 billion in the
quarter, $109 billion less than it had
estimated. It expects to end Septem-
ber with a cash balance of $270 bil-
lion.

The government also borrowed
less in the second quarter than ex-
pected, issuing $343 billion in debt,
compared with earlier estimates of
$361 billion.

The Treasury was able to cut its
expected borrowing because it
ended the quarter with a cash bal-
ance of $318 billion, more than it ex-
pected because of the TARP repay-
ments as well as fewer purchases of
preferred shares of Fannie Mae and
Freddie Mac.

Banks including Goldman Sachs
Group Inc. and J.P. Morgan Chase &
Co. have repaid more than $70 bil-
lion from the aid program. In last
year’s third quarter, the Treasury
borrowed $530 billion as it pumped

money into the flagging economy,
which has recently shown some
signs of stabilization.

The U.S. will have borrowed an es-
timated $1.39 trillion this year
through the end of September, ac-
cording to Treasury data.

“The available data suggest that
the recession’s grip on the economy
is easing,” said Alan Krueger, the
Treasury’s assistant secretary for
economic policy and its chief econo-
mist.

The Treasury-bond market sold
off Monday, but many attributed the
drop to an ever-increasing appetite
for risk among investors in stocks
and other assets like high-yield, or
“junk,” bonds.

The reductions don’t erase the
Treasury’s expected overall borrow-
ing needs as the U.S. budget deficit
remains estimated at $1.8 trillion.
Some analysts have noted that with
the unemployment rate on the rise,
the deficit could widen further, de-
spite U.S. officials’ commitments to
rein in spending.

“Even if outlays slowed for now,
we’re likely to bump up against our
debt ceiling,” said William
O’Donnell, chief Treasurys strategist
at RBS Securities.

The Treasury also reported it ex-
pects stimulus funds to flow more
slowly into the economy than it pre-
viously expected.

By Kate Haywood

CIT Group Inc. took a small step
closer to staving off a bankruptcy-
court filing Monday, sweetening the
terms of a bond buyback to all but
guarantee its success.

CIT boosted the price it is willing
to pay for $1 billion of floating-rate
notes that mature later this month
as part of a tender offer and lowered
the hurdle for acceptance to 58%
from 90% previously. The lender
said almost 65% of bondholders had
already agreed to sell their bonds,
which mature in August.

The success of the tender offer is
critical to the survival of the century-
old commercial lender, which has said
it can’t afford to repay the bonds at
their full value. CIT said Monday it
will pay 87.5 cents on the dollar for the
bonds, up from 82.5 cents previously.
The tender offer expires Aug. 14.

But even if the tender is success-
ful, a cloud still hangs over CIT’s fu-

ture. The company has almost $10
billion of debt maturing through
2010. Customers have fled the com-
pany as its financial woes have
grown deeper, and its business
model—borrowing in capital mar-
kets at low rates, then lending at
higher rates—is broken.

“The broader question is CIT’s
ongoing ability to function as a busi-
ness. It needs to get this tender
done, but even if it does, it still has a
lot of other things it needs to do,”
said Benjamin Wallace, analyst at in-
vestment advisors Grimes & Co.

CIT, a major lender to small and
midsize businesses, has been strug-
gling to resolve its financial prob-
lems after failing to get additional
aid from government officials. The
company was forced to seek a $3 bil-
lion rescue package from its largest
bondholders, who have said they
will take part in the tender.

A spokeswoman for CIT had no
comment.
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