
CLINTONS ON MISSIONS: At left, U.S. Secretary of State Hillary Clinton on Wednesday criticized the Kenyan government for corruption,
impunity and human-rights abuses. At right, former U.S. President Bill Clinton with freed U.S. journalist Euna Lee and her daughter. Page 5.

As the yacht turns

The America’s Cup heads for
the United Arab Emirates
Sports, page 30

4 p.m. ET
PCT

CLOSE CHG

DJIA 9280.97 -0.42
Nasdaq 1993.05 -0.91
DJ Stoxx 600 226.87 -0.40
FTSE 100 4647.13 -0.52
DAX 5353.01 -1.18
CAC 40 3458.53 -0.51

Euro $1.4385 -0.10
Nymex crude $71.97 +0.77

India plans EU drug fight
WTO complaint will say bloc allowed customs agencies to detain generics

Breaking news at europe.WSJ.com
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Merrill woes grew

ahead of BofA vote

A pair of high-profile U.S. diplomats take on global issues

India plans to file a com-
plaintwiththeWorldTradeOr-
ganizationallegingthattheEu-
ropeanUnionallowedbigphar-
maceutical companies to use

the bloc’s tough patent laws to
have national customs agen-
ciesdetaingenericdrugsintran-
sit to developing countries, ac-

cording to India’s commerce
secretary.

On more than 20 occasions
since late last year, border in-
spectors in the Netherlands
and Germany have held up In-
dian medicines used to treat
AIDS, Alzheimer’s disease,
heart conditions and other ail-
ments, saying they violated
patent laws in the EU, although
the drugs weren’t intended for
sale there, according to EU and
Dutch customs officials and to

lawyers for Indian pharmaceu-
ticalcompanies.

Attherequestofcompanies
including Sanofi-Aventis SA,
Novartis AG and Eli Lilly & Co.,
the drugs were then detained
forperiodsthatextendedforas
long as eight months, accord-
ingtoletterssentbythecompa-
niestocustomsofficialsandre-
viewedbyTheWallStreetJour-
nal.

Indian generics makers say
they have had to divert ship-

ments at higher cost to transit
hubsoutsidetheEU,andtohire
lawyers to defend their right to
have the drugs shipped safely
to their destination.

Dutch customs officials are
stillholdingontotheIndiange-
nerics drug giant Cipla Ltd.’s
shipment of a schizophrenia
medicine seized in November,
according to Cipla and Lilly.

“We see this as an attack on
the Indian generics industry,”

Please turn to page 31

By Joe Bel Bruno

Goldman Sachs Group
Inc.’s second-quarter results
might have brought it some
unwanted attention from the
U.S. government.

The investment bank said
in a U.S. Securities and Ex-
change Commission filing on
Wednesday that the govern-
ment has launched investiga-
tions into its pay practices
and credit-derivatives trad-
ing. Goldman said it was coop-
erating with the request, but
declined to give further de-
tails.

The inquiries come after
Goldman posted the biggest
quarterly profit in its
140-year history and set
aside $11.4 billion for em-
ployee compensation.

The company’s resur-
gence comes at a sensitive
time. Lawmakers are scruti-
nizing Wall Street pay pack-
ages as the rest of the nation
grapples with a recession.
The big bonuses for bankers
and traders are widely
blamed for encouraging the
kind of risk taking that led to
the two-year-old financial cri-
sis.

Last week, New York At-
torney General Andrew
Cuomo said Goldman paid
953 people bonuses of $1 mil-
lion or more, including 212
who received $3 million or
more. Overall, nine banks
that received government
aid money paid out bonuses

Please turn to page 31

Goldman
results
attract
scrutiny

Judging Parliament
Britain’s new Supreme
Court may curb lawmak-
ers’ powers. Page 15
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Leading the News: The British economy looks set to emerge from its yearlong recession
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What’s
News

By John W. Miller
in Brussels and
Geeta Anand in Mumbai

By Dan Fitzpatrick

Merrill Lynch & Co.’s pro-
jected losses swelled by
nearly $2 billion two days be-
fore shareholders approved
the securities firm’s takeover,
but Bank of America Corp. ex-
ecutives concluded that the
losses weren’t severe enough
to disclose publicly before the
vote, according to company
emails and people familiar
with the situation.

“4Q revenues need to be
adjusted down by $3B,” Bank
of America Chief Accounting
Officer Craig Rosato wrote in
a Dec. 3 email sent at 6:51 p.m.
to other bank executives.
That meant Merrill was
headed for a net loss of $8.98
billion, worse than a previous
forecast of $7.06 billion circu-

lated by another top execu-
tive earlier the same day.

The emails and attached
documents challenge Bank of
America’s insistence that the
losses at Merrill didn’t begin
ballooning until after share-
holders approved the take-
over on Dec. 5. Bank execu-
tives said nothing publicly
about Merrill’s problems un-
til they spiraled into a net loss
of $15.84 billion for the fourth
quarter and the U.S. govern-
ment bailed out Bank of Amer-
ica in January.

There was disagreement
inside the bank about whether
to tell shareholders about Mer-
rill’s losses, which companies
must do if they suffer materi-
ally significant financial hits,
people familiar with the dis-

Please turn to page 31

Markets

Lloyds posted a $6.8 billion
first-half loss but said impair-
ment charges have peaked
and suggested a reduced
need to participate in a U.K.
bailout program. The bank’s
shares rallied 11%. Page 19

n Société Générale reported
a drop in second-quarter net
profit but said it is able to
handle the effects of the fi-
nancial crisis. Page 19

n U.K. home-price data and
cautiously upbeat comments
from builder Taylor Wimpey
boosted hopes for a housing
recovery. Page 2

n Employers cut 371,000
U.S. private-sector jobs last
month, the smallest number
in nine months. Page 3

n Fed officials will consider
whether to extend the Term
Asset-Backed-Securities Loan
Facility program. Page 3

n Stocks turned tail in the
U.S. and Europe on fresh
worries over the nascent re-
covery. Financial shares kept
the losses in check. Page 20

n News Corp. raised its stake
in German pay-TV company
Premiere, prompting a surge
in Premiere stock. Page 6

n Deutsche Bank made an
offer for a minority stake in
Sal. Oppenheim, a sign of
consolidation in the wealth-
management sector. Page 22

n A draft German law would
give government the power
to put troubled banks into
state administration. Page 12

n Swiss Reinsurance swung
to a second-quarter loss and
warned that economic and fi-
nancial difficulties could ham-
per future results. Page 21

n AXA posted a 39% decline
in first-half net profit but the
insurer said its U.S. business
has recovered. Page 21

n Standard Life reported a
35% drop in its first-half op-
erating profit but raised its
dividend. Page 21

n Adidas posted a 93% de-
cline in its second-quarter
net profit, hurt in part by
lower sales. Page 7

n Procter & Gamble said
sales fell 11% and profit slid
18% as consumers refrained
from buying higher-priced
items. Page 7

n China expressed frustra-
tion at the lack of a break-
through on climate-change
talks but signaled softening
on emissions cap. Page 11
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If a rising tide lifts all
boats, then even a badly
holed tanker like Lloyds
Banking Group, carelessly
steered onto the rocks by its
skipper, stands a chance.

The U.K. bank, the prod-
uct of a government-engi-
neered merger between
Lloyds TSB and near-bust
HBOS, is the latest European
bank to beat expectations,
albeit by reporting a £3.96
billion ($6.71 billion) first-
half loss after taking £13.4
billion of impairments. The
ship may now be steadied,
but it still is too soon to say
whether it is seaworthy.

Chief Executive Eric
Daniels certainly puts up a
stout defense of his vessel.
Impairments on the toxic
HBOS loan book, responsible
for 80% of all first-half im-
pairments, are likely to have
peaked. And while impair-
ments in other parts of the
business may continue to
rise, the pace of economic
recovery suggests these may
be lower than thought.

Mr. Daniels remains up-
beat. A falling cost base,

combined with Mr. Daniels’s
prediction of “high-single-
digit” percentage income
growth, should underpin a
high- to midteens long-term
return on equity.

Of course, this consti-
tutes a great deal of jam to-
morrow, or at least in two
years’ time. Before then,
Lloyds faces headwinds. Net
interest margins are under
pressure, falling during the
half to just 1.72%. And while
margins should improve

when base rates rise, Lloyds
is saddled with one of the
highest loan-to-deposit ra-
tios of any European bank at
176%. Forced to pay higher
rates to extend the maturity
of its wholesale funding,
margins mightn’t improve as
far or as fast as hoped. Regu-
latory demands for higher
capital ratios also may damp
returns on equity.

Nor is it clear Lloyds can
deliver growth. Mr. Daniels
talks of “deepening cus-
tomer relationships,” but to
the extent this might involve
extending Lloyds’s already-
dominant market position,
that would attract the inter-
est of competition authori-
ties. The bank may be forced
to make disposals to meet
European Union rules.

The shares trade at a
small discount to tangible
book value per share. Earn-
ings upgrades should pro-
vide some upside. But it will
take much firmer evidence
that Lloyds has reached
calmer water to justify a ma-
jor rerating.
 —Simon Nixon

To ease or not to ease?
That is the tricky question
facing the Bank of England’s
Monetary Policy Committee
on Thursday. Having
spooked the market with a
decision not to extend its
government bond-buying pro-
gram in July, the MPC has an
opportunity to reconsider in
the light of its latest infla-
tion forecast. The balance of
City opinion favors an exten-
sion of quantitative easing.
But this seems unlikely.

The case for further eas-
ing rests on a still subdued
inflation outlook, little
changed since the BOE’s last
forecast in May showed infla-
tion staying below its 2% tar-
get, despite the BOE spending
£125 billion ($211.7 billion) on
asset purchases. Since then,
official figures showed sec-
ond-quarter GDP fell 0.8%, in
line with forecasts.

But this week’s manufac-
turing data were consistent
with 2% GDP growth. And

the recent stock-market
surge suggests money is find-
ing its way into risky assets.
At some point, that should
stimulate demand for credit.
Besides, the BOE has rightly
been stressing that it is fo-
cused on the stock of assets
purchased rather than the
price. Adding to the money
supply against the economic
backdrop would send a con-
tradictory message—and
add to confusion over its
strategy. —Simon Nixon

Europe corporate-bond market booms
Take a bow, EADS. The

latest Œ1 billion ($1.44 bil-
lion) bond issue by Euro-
pean Aeronautic Defence &
Space Co. will take 2009
euro nonfinancial corporate-
debt issuance to Œ200.8 bil-
lion, according to Société
Générale. That is higher
than any previous full year—
and it still is only August. In-
vestment-grade corporate
bonds have provided much-
needed funding for compa-
nies, strong returns to inves-
tors and windfall fees for

banks. But this frenetic pace
is unlikely to be sustained.

Of the top five months for
corporate-bond issuance
since January 2001, four
were this year. And risk appe-
tite has built steadily through-
out the year, with single-A-
and triple-B-rated bonds now
dominating issuance. So
much for the credit crunch.

Meanwhile, euro nonfi-
nancial bonds have returned
12.3% so far this year, outper-
forming both stocks and gov-
ernment bonds since the col-

lapse of Lehman Brothers in
September 2008, according
to Deutsche Bank.

Total issuance for the year
is likely to end up around
Œ285 billion, suggesting a
slower fourth quarter, accord-
ing to Citigroup. Even so, the
longer-term outlook is good:
Over time, issuance should
grow steadily as new borrow-
ers seek to establish relation-
ships with the bond market.
The corporate-bond market
in Europe has finally come of
age. —Richard Barley

BOE can reconsider stance on easing

Trend chasers struggle after blowout year
Lack of clear direction
hurts funds exploiting
market inefficiencies

Keeping Lloyds afloat

By Cassell Bryan-Low

LONDON—Hedge-fund manager
Leda Braga posted gains of 43.4%
last year, even as many of her peers
reported steep losses. But this year,
as many markets have rallied, Ms.
Braga’s roughly $7 billion Blue-
Trend Fund is down about 5.5%.

Ms. Braga’s performance this
year reflects the challenges faced by
so-called trend-followers in the
hedge-fund industry. Such man-
agers seek to profit from rising or
falling trends across commodities,
foreign exchange, bonds and stocks,
using computer-executed algo-
rithms to exploit market
inefficiencies.

Trend-followers—also known as
managed-futures funds or CTAs,
commodity trading advisers—be-
came investment darlings last year
on the back of impressive perform-
ance. Funds in the sector were up
18% on average last year while hedge
funds overall ended 2008 down
more than 19%, according to data
tracker Hedge Fund Research Inc.

They were able to ride the mo-
mentum of clear trends up or down
in various markets, including the
surge and drop of oil prices and the
plunge in stocks.

This year, it is a different story.
With a lack of clear trends, Ms.
Braga and other trend followers hit
headwinds in recent months. The
group was down 3% for the first six
months of this year, even as hedge
funds overall were up more than 9%,
according to Hedge Fund Research.

On a recent afternoon at her of-
fices overlooking the grounds of
Buckingham Palace, Ms. Braga ap-
peared unrattled by the recent
performance.

“It’s not looking pretty this
year,” Ms. Braga said. But, she
added, the strategy is well-known
for taking investors on big swings.
“It’s volatile, but it’s uncorrelated”
to asset classes such as stocks, she
said. “You’ve got to go in for the long
term.” She has delivered annualized
returns of 19.9% since the fund’s
2004 launch.

Others trend followers experi-
encing similar problems include
Man Group PLC’s $20.4 billion AHL
Fund and Winton Capital Manage-
ment Ltd.’s $11 billion fund, both of
the U.K. AHL and Winton are down
12.5% and 8.4% this year,
respectively.

“In the near term, you’re going to
continue to see some very choppy
market conditions” and therefore a
potentially challenging time for
CTAs, said David Smith, chief invest-
ment director of GAM, a unit of
Swiss bank Julius Baer Holding
Ltd., which invests in hedge funds.

Mr. Smith recently reduced his
exposure to such strategies, after en-
joying gains last year. But he contin-

ues to like CTAs because historically
they have performed well over multi-
year periods. “I continue to be a big
fan,” he added. GAM isn’t invested
in BlueTrend, a part of London-
based BlueCrest Capital Manage-
ment LLP, which has $12.4 billion of
total assets under management.

BlueTrend’s assets are down
from their $8.6 billion peak of late
last year largely because of investor
withdrawals, but it has seen signifi-
cant inflows of new money in the
past two months.

Brazilian-born Ms. Braga, 43
years old, moved to London to get a
Ph.D. in engineering at Imperial Col-
lege. She became a lecturer before
joining J.P. Morgan in the early
1990s, where she met interest trad-
ers Michael Platt and William
Reeves, who later founded
BlueCrest.She joinedin2001, launch-
ing BlueTrend three years later and
is perhaps the most prominent fe-
male manager in the industry.

Still, like its peers, BlueTrend is
known for delivering big swings in
performance. It fell more than 6%
during April last year but still ended
2008 up more than 40% as strong
trends developed across multiple
markets. And this year, it was down
more than 4% in April but posted
4.3% gains in May.

Ms. Braga oversees a team of re-
searchers, many of whom have post-
graduate degrees, who work to de-
velop the math that drives the com-
puter models. The program mines
some 158 markets for trends to ex-
ploit. It trades using derivatives
such as futures contracts, which are
promises to pay a certain amount in
the future for a commodity or other
instruments, rather than owning
the underlying assets.

She also has some leeway to
tweak the model by adjusting the
volume of trading to accommodate
the inflow of new investor money,
for instance, or reduce risk.

Risk became a topic of hot debate
for Ms. Braga and BlueTrend’s in-
vestment committee late last year
as many markets dropped in the
wake of Lehman Brothers’ collapse.
They concluded events hadn’t
changed the program’s assump-
tions, but they were concerned that
some trading exchanges could close
down for a period of days, poten-
tially causing large jumps or drops
in the prices of the underlying as-
sets they focus on.

“We were nervous about that,”
Ms. Braga said. “The model works
on the assumptions that it can rebal-
ance and adjust its positions on a
daily basis.” The group decided to re-
duce its risk slightly.

Ms. Braga says the recent im-

provement in investor confidence
will likely result in positive market
trends. Representatives of AHL and
Winton also say they are confident
about each of their funds’ ability to
deliver positive performance over
the long term.

Christopher Peel, head of asset
manager BlackSquare Capital LLP,
says he has decreased his exposure
to some of the large European trend
followers with longer-term time ho-
rizons and increased assets with
those that focus on shorter-term
trends, even daily, which tend to
fare better in volatile environments.
BlueTrend, which BlackSquare isn’t
invested in, typically seeks to iden-
tify trends of between a few days
and a few months.

But, said Mr. Peel, longer-term
trend followers remain attractive.
The “CTA model historically has
very solid returns over market cy-
cles,” added Mr. Peel.
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U.K. home prices get lift
Data from Lloyds,
builder’s comment
buoy recovery hopes

Source: Markit Economics

Bottoming out
Euro-zone composite output index, 
which combines both the 
manufacturing and services 
sectors, remained below the neutral 
50 level, indicating that output 
continues to contract.
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U.K. data lift economists’ hopes for quarter

Note: Seasonally adjusted data
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A for sale sign outside a house in London 

By Ilona Billington

And Nicholas Winning

LONDON—The British economy
looks set to emerge from a year-long
recession in the third quarter as
data showed a strong pickup in activ-
ity and sentiment in July.

The purchasing managers index
for the dominant services sector
rose to a 17-month high of 53.0 in
July, indicating that the sector grew
for the third straight month. The Of-
fice for National Statistics also re-
leased better-than-expected manu-
facturing data, showing that output
rose 0.4% in June from May and that
the wider measure of industrial pro-
duction rose 0.5%—the largest in-
crease in 20 months.

“Today’s U.K. data has further
boosted optimism on the prospect

of recovery,” said James Knightley,
U.K. economist for ING Economics.

In addition, resurgence in euro-
zone business activity whole sug-
gests Europe’s economy could
emerge earlier than expected. Mar-
kit Economics said its final euro-
zone composite output index—an im-
portant gauge of private-sector activ-
ity based on a survey of some 4,500
manufacturing and services firms—
rose to 47.0 in July from 44.6 in June.

Though the headline figure,
which reflects variables such as
sales, prices, inventories and em-
ployment, remained below the neu-
tral 50.0 level, indicating that out-
put has contracted for a 14th consec-
utive month, it beat both the market
consensus estimate and a prelimi-
nary reading of 46.8.

In Britain, the data suggested

that a 0.8% quarter-to-quarter fall
in gross domestic product in the sec-
ond quarter won’t be repeated in the
third. Indeed, of 15 economists sur-
veyed by Dow Jones Newswires
Wednesday, 12 said GDP will rise dur-
ing this quarter, while the remain-
ing three see a return to growth in
the fourth quarter.

If the majority are right, the econ-
omy will start growing a little ear-
lier than the government had fore-
cast, providing a considerable boost
for Prime Minister Gordon Brown’s
government, which is lagging badly
in the polls and must hold an elec-
tion by June 2010.

Wednesday’s data should also be
welcome news for the Bank of Eng-
land’s rate-setting Monetary Policy
Committee. They began a two-day
meeting Wednesday at which they

will review the U.K. economy, dis-
cuss the effects of the bank’s quanti-
tative-easing program and decide
what to do next. The results will be
announced Thursday.

Some economists believe that
taken together, the three releases
provide enough evidence that the
economy is heading out of recession
to persuade the monetary-policy
committee to keep its bond-buying
program and interest rates on hold.

“The upbeat data continue to tilt
the balance of risks on [Thursday’s]
BOE decision towards no expansion
of the quantitative-easing program,
which should help sterling hold onto
its recent gains,” said Daragh Maher,
deputy head of global foreign-ex-
change strategy at Calyon Capital
Markets.

The European Central Bank,
meanwhile, has forecast a recovery
for the 16-country economy by
mid-2010. But economists see recent
signs that the return to economic ex-
pansion could come sooner.

Chris Williamson, chief econo-

mist at Markit, said the July PMI sur-
vey would raise hopes that the euro-
zone economy could stabilize in the
second half of the year, led by manu-
facturing.

INDEX TO PEOPLE

LEADING THE NEWS

INDEX TO BUSINESSES

By Ilona Billington

And Anita Likus

LONDON—Hopes for a U.K. hous-
ing recovery got a lift Wednesday
from fresh home-price data and cau-
tiously upbeat comments from
builder Taylor Wimpey PLC.

Lloyds Banking Group PLC said
its Halifax index measuring house
prices rose 1.1% in July from June,
the second rise in three months.
Year-to-year, prices were down
12.1%—the smallest decline since Au-
gust 2008. Prices now stand at
mid-2004 levels.

“Higher demand has combined
with the low levels of property avail-
able for sale to boost sales activity
from exceptionally low levels and

support prices over the past few
months,” said Martin Ellis, Halifax’s
housing economist.

U.K. house builders have suffered
in the past two years as the availabil-
ity of mortgage financing evapo-
rated, curbing demand for housing
and driving down prices. House build-
ers mothballed new developments.
But price cuts and lower interest
rates have helped revive demand.

The Bank of England said last
week that the forward-looking mea-
sure of mortgage approvals rose to a
14-month high in June. That was the
fifth straight month of gains in ap-
provals, which suggests that the cur-
rent wave of more upbeat house-
market indicators will continue.

Still, economists warned that a
pickup in the market doesn’t repre-
sent a return to the years of soaring
house prices seen up to 2007.

“While it is very possible that April
marked the trough in house prices on
the Halifax measure…we certainly do
not think that a sharp sustained up-

ward trend in house prices is in the
process of developing,” said Howard
Archer,chief U.K.and European econo-
mist for Global Insight IHS.

Meanwhile, Taylor Wimpey re-
ported a narrower first-half net loss
Wednesday and said it is “cautiously
optimistic” about the rest of the
year amid improving business condi-
tions. The company said results
since June have been encouraging,
and that a traditional slowdown in
summer sales failed to materialize.

“The market has stabilized since
the start of the year,” said Chief Exec-
utive Pete Redfern, adding that
while prices fell because of competi-
tion, they were more stable.

Taylor Wimpey posted a first-
half loss of £681.9 million ($1.16 bil-
lion), compared with a loss of
£1.42 billion in the year-earlier pe-
riod. The latest quarter included
write-downs of £603.8 million on
land and work in progress. Reve-
nue fell to £1.13 billion in the first
half from £1.56 billion in the year-

earlier period.
The builder said in the first half

it completed 4,702 homes in the
U.K. at an average selling price of
£153,000 and 1,933 homes in North
America at an average selling price
of £183,000. Looking ahead, Taylor
Wimpey said it will focus on raising
prices and delivering a strong start
to 2010. The company said it would
retain its focus on cutting building
costs, which is key to delivering ac-

ceptable returns from existing and
new land.

The Royal Institution of Char-
tered Surveyors said house prices in
the U.K. may end the year higher
than they started it, further bolster-
ing the prospects of a recovery.

The group had previously fore-
cast that house prices would fall 10%
to 15% over the course of the year.
 —Paul Hannon

contributed to this article.
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Goldman’s bumper profit attracts scrutiny

Merrill’s losses worsened ahead of BofA’s vote on the takeover

India plans WTO complaint over EU’s drug-patent laws
FROM PAGE ONE

Oct. 8, 2008: Dutch customs 
hold up a shipment of heart 
medication Clopidogrel, under patent 
to Sanofi-Aventis  in the Netherlands. 
The shipment, headed for Colombia, is 
delayed for seven months

Feb. 27, 2009: Abacavir 
sulfate tablets, HIV/Aids medication 
organized by the William J. Clinton 
Foundation, bound for Nigeria held 
up in Amsterdam. Released 
immediately after the United 
Nations, the recipient, complainedDec. 24, 2008: Dutch customs 

seize blood pressure drug Losartan, 
under patent to Merck Sharp & Dohme 
going to Brazil, and hold it for 36 days, 
before returning it to India

May 5, 2009: Amoxicillin, whose 
rights are held by GlaxoSmithKline, for 
Vanuatu held by German customs at 
Frankfurt airport for 15 days 

Sources: International Centre for Trade and Sustainable Development

Drugs hold-up
India is preparing a complaint at the World Trade Organization against the 
European Union for holding up shipments of generic drugs to other 
developing nations. There have been over 20 seizures in the past two years. 
Some notable ones:

cussions said. The debate continued
until executives concluded the night
before the vote that the losses
weren’t material, one person said.

James Cox, a professor of corpo-
rate and securities law at Duke Univer-
sity, said it “is highly likely” that a
change of $2 billion in Merrill’s fore-
casted net losses “would be material,
but it is even more likely to be mate-
rial if this was indicative of conditions
at Merrill that were deteriorating.”

Critics have claimed that Bank of
America Chief Executive Kenneth
Lewis and other executives with-
held key information that sharehold-
ers should have been told before vot-
ing on the deal. The Charlotte, N.C.,
bank also faces shareholder law-
suits and investigations by U.S. and
state regulators stemming from its
disclosures about the takeover and
government assistance.

Bank of America spokesman Rob-
ert Stickler said the internal docu-
ments reviewed by The Wall Street
Journal “support what we have said
all along.” Internal projections by
Merrill were “forecasting fourth-
quarter losses prior to” the share-
holder vote, but the forecast “in-
creased significantly in the week fol-
lowing the vote,” he said.

Asked about whether there was
internal disagreement on whether
the losses were material, Mr. Stick-
ler said Bank of America followed
the advice of its securities attorneys.
“We were not taking this lightly; we
were honestly trying to determine
what our requirements were and
what the best course was,” he said.

Messrs. Lewis and Rosato
couldn’t be reached for comment.

After swooping in last Septem-
ber to save Merrill from potential
collapse as Lehman Brothers tum-
bled into bankruptcy, Mr. Lewis has

been haunted by the deal almost
ever since. In April, he lost his duties
as chairman as investors blamed
him for the decision to buy Merrill
despite its deepening problems.

On Monday, Bank of America
agreed to pay $33 million to settle a
civil lawsuit alleging that it misled
shareholders about billions in bo-
nuses promised to Merrill employ-
ees as part of the takeover. Rep. Den-
nis Kucinich (D., Ohio) urged the Se-
curities and Exchange Commission
in a letter Tuesday to expand its
probe of the bank for possible securi-
ties-law violations.

Mr. Lewis, 62 years old, has told
lawmakers and prosecutors that
Merrill’s losses grew to alarming lev-
els only after the deal was approved.
In June, the CEO told a congres-
sional committee that Merrill’s
losses “accelerated dramatically” in
mid-December. Testifying under
oath before New York’s attorney gen-
eral in February, Mr. Lewis said Mer-
rill’s projected losses grew from $9
billion at the time of the vote to $12
billion about a week later.

Some of the additional losses re-
flect higher marks taken against
Merrill’s operations as they contin-
ued to deteriorate in late 2008. Esti-
mated revenue fell from negative
$7.6 billion on Dec. 4 to negative
$12.5 billion at the end of the month.
Write-downs on Merrill’s exposure
to insurers and commercial real es-
tate also worsened.

Non-interest expense rose to
$8.9 billion at the end of December
from $6.4 billion as of Dec. 4, reflect-
ing a $2.3 billion goodwill impair-
ment charge on Merrill’s ownership
of lender First Franklin, said a per-
son familiar with the situation. An
internal forecast circulated on Dec.
3 and reviewed by the Journal as-
sumed “no goodwill write-off.”

Mr. Lewis has continued to insist
that Bank of America had no choice
but to proceed with the deal. On Dec.
17, Mr. Lewis warned Federal Re-
serve Chairman Ben Bernanke and
then-Treasury Secretary Henry Paul-
son that he might pull out of the
merger. That disclosure led to
weeks of secret talks, threats from
the U.S. to go through with the deal
and the bailout.

Messrs. Bernanke and Paulson
have defended the government’s re-
sponse.

Mr. Rosato’s email about Mer-
rill’s losses before the shareholder
vote hasn’t been disclosed as part of
the ongoing investigations.

“December may take some fur-
ther hits,” Neil A. Cotty, acting chief
financial officer of the bank’s global
wealth and investment manage-
ment business, wrote in a Dec. 3
email to Merrill Chairman and Chief
Executive John Thain. “Turning a
profit in December may prove to be
challenging.” A spokesman for Mr.

Thain declined to comment.
“The team,” Mr. Cotty wrote in

the same email, “is still sizing the
marks, but I believe there could be
another $1B in downside to Novem-
ber’s numbers.” The forecast in-
cluded in his email also noted that
the forecast “assumes incentives of
$3.5 bln for FY08.” That was a refer-
ence to the controversial bonuses
that Merrill paid employees at year
end. Mr. Cotty couldn’t be reached
for comment.

The 6:51 p.m. email from Mr. Ro-
sato contained the revised forecast
that lowered Merrill’s estimated
fourth-quarter revenues to a nega-
tive $7.61 billion. The same forecast
predicted Merrill would have a net
loss of $8.98 billion for the quarter.
Last month, Mr. Cotty was named
Bank of America’s chief accounting
officer, succeeding Mr. Rosato, who
took another job at the company.

Mr. Stickler said the acceleration
of Merrill’s losses and the level
those losses reached in mid-Decem-

ber are “what caused alarm” inside
the company. Mr. Stickler also cited
an earlier statement Mr. Lewis
made about the $9 billion net loss es-
timate, noting that $3 billion of the
$9 billion was a “plug” added
shortly before the vote for “conser-
vative reasons.”

“Was this information some-
thing a reasonable shareholder
would have wanted to have known
before casting his or her vote?” said
Harvey Pitt, a former SEC chairman
who now is CEO of corporate-gover-
nance consulting firm Kalorama
Partners. “Under the circum-
stances, it is hard to understand
how you can answer that in any
other way than ‘yes.’ ”

Four days after the shareholder
vote, Bank of America Chief Finan-
cial Officer Joe Price used the $9 bil-
lion net loss estimate in a presenta-
tion to Bank of America’s board. The
“magnitude” of the losses “is quite
significant,” he said, according to a
person familiar with the meeting.

Continued from first page

says Rajeev Kher, joint secretary of
commerce in India, adding that he is
preparing a complaint that India will
soonfile at the WTO.

EU officials say their national cus-
toms agencies have the right to en-
force intellectual property laws in
theircountries,andtheydenyanyvio-
lations of other WTO rules. The EU is
“complyingwithitsWTOobligations,”
says spokesman MichaelJennings.

Some trade experts say India may
haveagoodchanceofwinning.TheEU
argument that goods in transit must
comply with local regulatory require-
ments isshaky,says FrederickAbbott,
an international trade legal expert at
theFlorida State University.

The world’s biggest pharmaceuti-
cal companies often hold patents on
their medicines in the U.S. and EU,
whichhavesomeofthetoughestintel-
lectual property laws. Many of these
companies’ patents don’t apply in de-
veloping countries, which have kept
patent protection weaker in an effort
to keep prices low for their far poorer
populations.TheU.S.isn’tamajortran-
sit hub for generics, and doesn’t claim
thatpatentlawsshouldapplytogoods
intransit to other countries.

Weaker patent laws in developing
countries allowed India and others to
develop a booming business making
andsellingcopiesofbrandedpharma-
ceuticals, known as generics, both in-
ternally and to other nations. Indian
pharmaceuticalexports,mostlygener-
ics, grew to $4.9 billion last year from
$1.5 billion in 2003, according to Glo-
bal Trade Information Services.

An EU regulation adopted in 2003
tasksnationalcustomsofficeswithpo-
licing intellectual-property laws on
goods entering or transiting through
their posts. The goal, EU officials say,
was to take a bite out of the world’s
$500 billion annual trade in counter-
feit goods, which are illegal copies of
products masquerading as the real
thing, usuallyof low quality.

The law wasn’t applied aggres-
sively to pharmaceuticals until last
year. The EU launched a crackdown
aimed specifically at “counterfeit”
medication,EUofficialssay.However,
genericdrugs,whichareregulatedrep-
licas of brand-name drugs, are getting
caughtin the same dragnet.

On Oct. 8, Dutch customs agents at
Schipol Airport in Amsterdam inter-
cepted a 50 kilogram, $52,500 ship-
ment of generic blood-thinner clopi-
dogrel, according to papers supplied
by the manufacturer, Chandigarh, In-
dia-basedInd-Swift Ltd.

One ingredient identified the drug
as under patent to Sanofi-Aventis of
France. Following the EU’s 2003 regu-
lation,Dutchcustomsseizedthedrugs
on behalfof Sanofi.

In two letters, a lawyer for Sanofi
told the recipient in Colombia, a com-
panythatsellspharmaceuticalscalled
Betalactamicos SA, that they had vio-
lated Sanofi’s EU patent rights. The
lawyer invoked a July 18, 2008, Dutch
court ruling that the same intellectual
property rules must apply to goods in
transit as if they had been “manufac-
tured inthe Netherlands.”

Thesecond letter, reviewed by The
Wall Street Journal, was titled “coun-

terfeit clopidogrel” and threatened
“further action” if the goods weren’t
destroyedandtheclaimwasn’tsettled
outofcourt.InApril,theclaimwasset-
tled.Sanoficonsentedtothedrugs’re-
leaseinMay,sixmonthsaftertheship-
ment was seized, according to Ind-
Swift and Sanofi.

A spokesman for Sanofi said the
companydoesn’tcommentoncasesin-
volving other pharmaceutical compa-
nies.

Ind-Swift has since changed the
route of all of its shipments, sending
theminsteadthroughSingaporeorMa-
laysiaatdoublethecost,saysN.R.Mun-
jal, vicechairman ofInd-Swift.

The European Federation of Phar-
maceutical Industries and Associa-
tionssaidinastatementthatEUcoun-

tries have the right “to stop products
that they suspect may be counterfeit
from entering the supply chain.”

In November, Dutch officials
seized two shipments from Mumbai-
basedCipla,oneofcapsulesoftheAlz-
heimer’s disease medicine rivastig-
mine and another of tablets of the an-
tipsychotic medicine olanzapine, ac-
cordingtoCiplaandDutchcustomsof-
ficials.

Novartis,manufacturerofrivastig-
mine,askedCiplatosignaletteradmit-
ting that it had infringed on the Euro-
pean company’s patents and promis-
ing that Cipla wouldn’t do so again,
Cipla and Novartissaid.

Cipla refused, saying the company
believes a shipment in transit can
never infringe on an EU patent, said

PatsyJeffery,whohandleslegalaffairs
at Cipla.

Theshipment, boundfor Peru, was
detained for five months, after which
Novartis agreed to allow the medicine
to continue on its journey. A spokes-
woman for Novartis, Lisa Gilbert, says
thecompanyallowedthedrugstobere-
leased after it became clear they were
headedforPeru,wheretherewouldbe
no patent violation.

The Peru-bound shipment of olan-
zapine, the schizophrenia treatment
thatisone ofthe biggest-selling medi-
cines in the world, is still being held in
theNetherlands.Ciplaistryingtonego-
tiate the release of the medicine with
Lilly, the patent holder in the Nether-
lands. The medicine has been held for
more than eight months, Ms. Jeffery
said.

A spokesman for Lilly, Jamaison
Schuler, says the company is discuss-
ing with Cipla how to “amicably settle
this dispute.” In general, he says, the
company believes customs should
check generics in transit to make sure
they’re not counterfeit and they don’t
violate patent laws.

Dutch officials say they were
merelydoingtheirjobs.“Wesubscribe
totherightsofdevelopingcountriesto
have access to this medication,” says
Ruud Stevens, a spokesman for the
Dutch economics ministry. “But we
have to enforce EUpatent law.”

After India files its complaint, the
WTOcould,afteranine-monthinvesti-
gation,dismissthecase,orrulethatIn-
dia has the right to impose retaliatory
tariffs on theimport ofgoodsfrom the
EU.

Continued from first page

of $32.6 billion last year—including
more than $1 million apiece to
nearly 5,000 employees, the report
said.

Goldman, which has repaid its gov-
ernment funds, used its dominance
among trading floors to help power
its $3.44 billion in second-quarter
profit. The firm made $100 million in
trading revenue on a record 46 days
during the quarter.

In the filing, Goldman also dis-
closed that it had only two days dur-
ing the quarter during which it
logged trading losses. On the other

days, it made at least $50 million a
day by taking bigger bets and tak-
ing advantage of the market’s dislo-
cation.

Trading and principal invest-
ments drove the firm’s overall reve-
nue during the quarter. Goldman gen-
erated a record $6.8 billion in revenue
from fixed-income, currency and com-
modities trading during the quarter.
Stock-market trading revenue totaled
$3.18 billion during the quarter, and
the firm racked up $811 millionin reve-
nue from principal investments, or
trades using the firm’s money.

Goldman’s credit-derivatives busi-

ness also helped drive second-quar-
ter earnings, and piqued the interest
of government investigators. The
firm is a leader in issuing, and trad-
ing, derivatives that offer protection
against bonds and other debt.

The Justice Department’s anti-
trust division launched an investiga-
tion this summer into big banks’
dominance of credit-default swaps
and other derivatives. The probe
dovetails with a push by the Obama
administration for more transpar-
ency in those markets, which was
blamed for helping deepen the
credit crisis last year.

Continued from first page
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U.S. weighs extending lending program
Fed decision looms
as economy, markets
show signs of recovery

By Jon Hilsenrath

U.S. Federal Reserve officials
could move in the coming weeks to
extend a program aimed at reviving
consumer and business lending mar-
kets.

The program—called the Term
Asset-Backed-Securities Loan Facil-
ity, or TALF—will be one of several
issues on the table at the Fed’s next
policy meeting Aug. 11 and 12, when
Fed governors meet with presidents
of the Fed’s 12 regional banks to set
a path for interest rates.

They also will consider whether
to extend a program to purchase
$300 billion of long- and medium-
term U.S. Treasury securities. That
program expires in September. Offi-
cials could decide at the meeting to
let that program run its course and
stop buying Treasury bonds, though
it remains unclear which way they
will go and how they will communi-
cate their decision on the matter.

Officials also are likely to con-
sider a proposal that they include ad-
justable-rate mortgage-backed secu-
rities in a $1.25 trillion mortgage pur-
chase program, an idea that was dis-
cussed at the last meeting but left un-
settled. So far the Fed has purchased
a little more than $700 billion of fixed-
rate mortgage-backed securities.

The central bank has shifted into
a less aggressive stance in the past
few months as the economy and fi-
nancial markets have shown signs
of healing. After pushing short-term
interest rates to near zero, flooding
financial markets with cash and ag-
gressively launching new programs,
the central bank is now allowing
some programs to wind down natu-
rally and weighing which others to
keep going.

Fed Chairman Ben Bernanke and
other Fed officials have sought to as-
sure investors in recent weeks that

the central bank will be able to pull
back its support for the economy in
time to avoid inflation. But with the
economy still fragile and unemploy-
ment high, they look unlikely to
raise interest rates any time soon.

“It is premature to talk about
when we are going to exit from this
period of unusual accommodation,”
William Dudley, president of the Fed-
eral Reserve Bank of New York, said
in a speech last week.

The decision about the Treasury
bond purchase program is the most
pressing on the agenda. As of
Wednesday, the Fed had purchased
$237 billion of Treasurys through
the program, putting it on pace to
complete its purchases by mid-Sep-
tember, according to Michael Pond,
a bond strategist at Barclays Capital.

Officials haven’t been convinced
it was highly effective at bringing

down long-term interest rates.
Moreover, they worry about the
costs of continuing the program. In-
vestors might worry that more bond
purchases will cause infla-
tion by making it easier for
the government to run big
budget deficits or that hold-
ing a bigger hoard of long-
term government debt
could make it tough to raise
interest rates later.

“They’ve given no indica-
tion that they’re likely to ex-
tend the program,” Mr.
Pond noted.

Still, even after all of the
Fed’s efforts to revive the
economy, it isn’t clear it has done
enough to promote a strong recov-
ery. The Fed’s own economic fore-
cast calls for a long hangover from
recession with the unemployment

rate lingering above 8% through
2011.

“In light of the substantial eco-
nomic slack and limited inflation

pressures, monetary pol-
icy remains focused on fos-
tering economic recovery,”
Mr. Bernanke said in con-
gressional testimony on
policy last month.

Extending the TALF pro-
gram could be one way to
do that. When the TALF
program was launched in
March, officials said it
could extend loans of as
much as $1 trillion to inves-
tors as part of an effort to

revive credit markets. So far it has
reached $30 billion.

But officials think the program
has helped improve credit markets
and could decide to extend the pro-

gram beyond its December expira-
tion into 2010. Yields on asset-
backed securities have come down
substantially since the program was
launched, helping to hold down bor-
rowing costs for consumers and
businesses.

“We will be reviewing those pro-
grams and others to assess whether
or not they’re needed beyond
[2009],” Mr. Bernanke said last
month.

A decision about TALF will be
made by the Federal Reserve Board,
consisting of its five Washington-
based governors, and not the
broader Federal Open Market Com-
mittee, which includes regional Fed
presidents. Still, the issue will be dis-
cussed with the FOMC when it for-
mally meets next week.
 —Lingling Wei

contributed to this article.

LEADING THE NEWS

Ben Bernanke

By Sara Murray

Employers in the U.S. cut 371,000
private-sector jobs in July, the small-
est number in nine months, but
enough to underscore unemploy-
ment’s drag on an overall economic
recovery, according to a report.

July’s figure was less than the
463,000 jobs shed in June. Wednes-
day’s report by Automatic Data Pro-
cessing Inc. and forecasting firm
Macroeconomic Advisers suggests
that the government’s official em-
ployment estimate, to be released
Friday, is likely to reveal a similar
pattern of additional job losses but
at a slower pace.

Meanwhile, a mix of positive and
negative data released Wednesday
showed, once again, that the rebound
is unlikely to be quick and easy. The
service sector declined at a faster
rate in July, which came as a surprise
after months of slowing declines.

Factory orders increased 0.4% in
June to $349 billion, the Commerce
Department said. It was the fourth
increase in the last five months.

U.S. job losses
slow as data show
a mixed picture

OYSTER PERPETUAL SUBMARINER DATE
IN 18 CT WHITE GOLD

Highwinds.Soakingspray.Thepercussive

thump of a hull carving through rough seas.

These are the things that get a sailor’s adrenaline going,

andby the time theyachtshave rounded theFastnetRock,

crewswill be in their element. But the Celtic Sea and its

temperamental weather patterns offer far more. And

there’s still another 300miles to the finish of the Rolex

FastnetRace.Heldevery twoyears, it’soneof theultimate

tests of a sailor’s responsiveness, endurance, technical

skills and nerve. It’s why the race is a pilgrimage for so

many. And why every victory is a legend in the making.

the rolex fastnet race
cowes to plymouth via fastnet rock
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By Reed Albergotti

And Darren Everson

In a move that spotlights the Mid-
dle East’s new role as a sports power-
house, the Swiss sailing team Alin-
ghi and its yacht club, the Société
Nautique de Genève, said Tuesday
that the 33rd America’s Cup sailing
race will be held at Ras al-Khaimah
in the United Arab Emirates for the
first time.

Alinghi officials confirmed the
decision in interviews a day before
the closely watched announcement.

Ras al-Khaimah, which literally
means “top of the tent” in Arabic, is
located in the southern part of the
Persian Gulf about 215 kilometers
from Abu Dhabi and 160 kilometers
form the southern coast of Iran. In a
statement, Fred Meyer, vice commo-
dore of the Société Nautique de
Genève, said the venue “offers per-
fect weather and great sailing condi-
tions for a match in February.”

By custom, the defending Ameri-
ca’s Cup champions have the right
to choose the location for the race.
Team Alinghi, which won the last
America’s Cup in Valencia, Spain, in
2007, says it considered venues all
over the world, including sites in
Brazil, Thailand, Uruguay, Spain,
northern Italy and Greece.

After training in the U.A.E. this
winter, team officials said they felt
it was the best fit for this race,
which features what should be the
two fastest boats in the competi-
tion’s 158-year history. Alinghi,
which is owned by Swiss pharma-
ceutical heir Ernesto Bertarelli, will
face off in three head-to-head races
against rival BMW Oracle, backed
by software mogul and Oracle Corp.
founder Larry Ellison.

The America’s Cup is the latest
major sports conquest for the
U.A.E., which is becoming an ever-
larger player in international sports
because of its financial resources.
The annual Dubai Desert Classic
golf tournament has attracted top
names, including Tiger Woods, with
large appearance fees, and Formula
One is holding its season-ending
race in Abu Dhabi in November. Ten-
nis player Roger Federer trains
there in the off-season.

According to a person familiar
with Alinghi’s plans, the team be-
lieves the area’s calm seas and rela-
tively light winds offer it a competi-

tive advantage. Alinghi’s boat, the
Alinghi 5—a 90-foot catamaran
with two large carbon-fiber
hulls—is thought to be lighter than
the three-hulled trimaran currently
being tested by the Golden Gate
Yacht Club’s BMW Oracle team. Alin-
ghi believes its lighter boat will be
faster in milder conditions.

The Persian Gulf, where the
races are to be held, is a budding sail-
ing destination, with regattas going
on throughout the year and sail-
boats increasingly dotting the hori-
zon. An island built inside the Al
Hamra Village lagoon will serve as
the base for the teams and offer ac-
commodations for the media, spon-
sors and fans. The Al Hamra Village
is a new luxury resort on the coast
of Ras al-Khaimah. In a statement,
Sheikh Saud Bin Saqr Al Qasimi,
Crown Prince of Ras al-Khaimah, de-
scribed the news as a “great mo-
ment” for the country that reflects
“how the Emirates have become a

place for hosting international
events.”

The America’s Cup, which be-
gins Feb. 8, will be unlike recent
competitions. A legal dispute be-
tween the Alinghi and BMW Oracle
teams has resulted in the elimina-
tion of many of the specifications
and rules that kept the boats look-
ing fairly similar in previous years.

Alinghi’s carbon-fiber catama-
ran was unveiled recently on Swit-
zerland’s Lake Geneva. The BMW Or-
acle team hired Washington state
boat builder Core Builders to con-
struct its gigantic trimaran, which
the team has been testing near San
Diego.

No matter how strong, or weak,
the winds are, the competition is
likely to be intense. Alinghi first cap-
tured the Cup in New Zealand in
2003 and successfully defended it
in Valencia in 2007. BMW Oracle has
tried twice to win the America’s
Cup but hasn’t been able to make it

out of the preliminary stages. The
boats, estimated at about $10 mil-
lion each, are among the most ex-
pensive sailing craft ever built and
are considered the fastest in the
race’s history—capable of traveling
more than twice the speed of the
wind.

Brad Butterworth, Alinghi’s skip-
per, has spent the majority of his ca-
reer on the more traditional, single-
hull boats and says he can’t wait to
get in the water. “These new multi-
hulls are totally wild,” he said. “It’s
going to be something totally differ-
ent.”

Given the speed of the boats, Mr.
Butterworth said the Persian Gulf of-
fered a safer and more reliable set-
ting for the competition. In the win-
ter months in Valencia, he said, the
wind is so erratic, and often so
strong, that the current boats could
very well capsize.

“I have a vested interest in sur-
viving this race,” he said. Ras al-

Khaimah, he added, “has a great
building sea breeze during the day,
similar to Mediterranean condi-
tions in the summer, making it good
for these boats and safe for all con-
cerned.

“There aren’t that many places
you would consider sailing these
boats,” he said. “This one really
jumped off the map.”

Unlike most America’s Cup
races, where dozens of boats com-
pete one-on-one to decide who the
challenger will be, a series of contro-
versial moves and court rulings
have narrowed the field to two. Alin-
ghi and BMW Oracle will compete
for the Cup in three races in Febru-
ary.

America’s Cup heads to the Persian Gulf
Alinghi picks U.A.E.
for its showdown
with BMW Oracle
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America’s Cup defender, the Alinghi 5 catamaran, is followed by spectators’ boats while being towed on Lake Geneva on Saturday.

SPORTS

Global venues
In its history, the America’s Cup has 
raced 13 times in New York and 12 
times in Newport, R.I. Here are all the 
locations since 1851, along with the 
prevailing conditions.

1851: Isle of Wight 
Conditions: Located off the coast of the 
U.K., the waters in the English Channel 
can be fickle, with light winds.

1870-1920: New York 
Conditions: The lower New York 
Harbor has relatively light winds.

1930-1983: Newport, R.I. 
Conditions: Weather is considered 
predictable, with moderate winds.

1987: Fremantle, Australia 
Conditions: Located on the west coast, 

the area is known for its strong winds and highly 
variable waters.

1988, 1992, 1995: San Diego 
Conditions: Light winds prevail in this part of the 
Pacific, just off the California coast.

2000, 2003: Auckland, New Zealand 
Conditions: Winds off country’s northern coast can 
vary from stiff to nonexistent.

2007: Valencia, Spain 
Conditions: The country’s eastern coast has 

steady winds with short-term variability.

2010: Ras al-Khaimah, United Arab Emirates 
Conditions: Calm waters, with light but 
building winds.

—Darren Everson

Ernesto Bertarelli with 
the America’s Cup in 2007

Isle of Wight, 
1851

Australia, 
1987

New Zealand, 
2000

Agence France-Presse/Getty Images (Bertarelli); Getty Images (3)

Online today
Reed Albergotti previews what

might be the fastest America's Cup ever
at WSJ.com/Video

30 THURSDAY, AUGUST 6, 2009 T H E WA L L ST R E ET JO U R NA L .



Capital flight has Tehran struggling to defend currency

*Iran economist                         Sources: Iran Central Bank (currency); International Monetary Fund (inflation) 
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On shaky ground
Iranian rial is expected to weaken sharply by year's end amid economic woes.

Protests greet Iran president’s ceremony
Some lawmakers
shun swearing-in;
crowds are dispersed

Iranian President Mahmoud Ahmadinejad, addressing parliament at his swearing-in on Wednesday in Tehran, criticized Western leaders who didn’t congratulate him.

LEADING THE NEWS

By Roshanak Taghavi

DUBAI—Iran’s incumbent presi-
dent Mahmoud Ahmadinejad was
sworn in Wednesday for a second
term of office, amid protests from
some lawmakers inside the parlia-
ment, where he addressed the as-
sembly, and from hundreds of dem-
onstrators outside the building.

“As the president of the Islamic
Republic of Iran, I swear before the
holy Quran and the Iranian nation
and God to be the guardian of the
official religion, the Islamic Repub-
lic and the constitution,” said Mr.
Ahmadinejad in a speech broad-
cast live on state television.

The president criticized a num-
ber of Western countries for fail-
ing to congratulate him on his re-
election, according to state media.
“We heard that some of the West-
ern leaders had decided to recog-
nize but not congratulate the new
government. Well, no one in Iran is
waiting for your messages,” he
said. “Iranians will neither value
your scowling and bullying nor
will they pay attention to your
smiles and greetings.”

State media said 242 of Iran’s
290 members of parliament at-
tended the ceremony. The reform-
ist Parleman News Web site re-
ported that 53 MPs didn’t attend
the ceremony, and a number of
them walked out of parliament as
Mr. Ahmadinejad began his speech.

Iranian opposition leaders Mir
Hossein Mousavi and Mehdi Kar-

roubi boycotted the inaugural cere-
mony, as did former president Ak-
bar Hashemi Rafsanjani and conser-
vative presidential candidate
Mohsen Rezaei. Reformist cleric
Mohammad Khatami and Ayatollah
Mohammad-Reza Mahdavi Kani, a
prominent member of the powerful
Assembly of Experts, also shunned
the event, according to Press TV.

Outside the parliament, hun-
dreds of demonstrators—many
wearing green clothing and the op-
position’s trademark green ribbon
around their wrists—chanted
“Death to the Dictator,” according
to videos posted on YouTube. Wit-
nesses said at least 10 people were

detained by police, according to
the Associated Press.

One witness said it was difficult
to determine the number of protest-
ers because the area was congested
with such a large number of police
that people had to keep dispersing.

The witnesses said thousands of
police, security forces and members
of the government basij militia were
stationed with guns around the par-
liament in central south Tehran
where the swearing-in ceremony
took place. Plainclothes basij militia
with batons also were stationed
there, and police cordoned off the
perimeter of the parliament so that
vehicles couldn’t enter, they said.

In his speech, Mr. Ahmadinejad
urged national unity in the face of
“oppressive powers” that have
been targeting the Islamic Repub-
lic with “interference and foul lan-
guage,” Iran’s state Press TV Web
site reported. The Iranian govern-
ment has accused Western media
of encouraging the widespread po-
litical turmoil and street protests
that took place after Mr. Mousavi
and Mr. Karroubi, who both ran
against Mr. Ahmadinejad, claimed
the country’s June 12 elections
were rigged. The election has
marked the deepest political divide
within the Islamic Republic since
the country’s 1979 revolution.

Mr. Mousavi lashed out at the Ira-
nian president on Wednesday just
hours after the ceremony, criticiz-
ing Mr. Ahmadinejad’s remarks that
foreign meddling was behind the
postelection protests. “Our issue is
a national and domestic issue, and
has nothing to do with foreigners,”
Mr. Mousavi’s Ghalamnews Web
site quotes him as saying.

Roughly 100 people who dis-
puted President Ahmadinejad’s re-
election—including a number of top
reformist clerics and former politi-
cians—went on trial in a revolution-
ary court in Tehran this past Satur-
day. A second hearing is set for Aug.
8, according to state media.

By Margaret Coker

And Roshanak Taghavi

DUBAI—Iranian economists are
predicting double-digit currency
depreciation by year-end, amid ex-
pectations that already high levels
of capital flight will increase over
fears about Iran’s economic direc-
tion.

The government has managed to
keep depreciation under 5% a year
since 2001, despite the U.S.-led
sanctions that have limited trade
with and imports to the Islamic Re-
public. But economic problems
snowballed after President Mah-
moud Ahmadinejad took office in
2005. Since that time, his lavish
spending plans and subsidized loan
programs to government insiders
have exacerbated inflation and de-
creased currency reserves.

As the president begins his new
term, anecdotal evidence shows
that the central bank is battling to
defend the currency at official ex-
change rates as more Iranians look
to move their wealth to safer
places.

A steep drop in Iran’s currency
would be a heavy blow to Mr. Ah-
madinejad, who is already facing
rifts among the country’s ruling
elite and battling to quash wide-
spread public outcry over his con-
troversial June 12 re-election.

Tehran has limited access to in-
ternational credit markets because
of the sanctions. Monetary policy is
facilitated by currency deals con-
ducted through a network of 50 Ira-

nian-run money-exchange dealers
inside the Islamic Republic, the
wider Middle East and Europe.
Members of this exchange network
say the government is selling be-
tween $180 million and $250 mil-
lion daily to keep the exchange rate
steady within the 9,700 to 9,900
rial-to-dollar corridor set by the
central bank.

That spending exceeds the
amount of revenue the country is
taking in from the 2.4 million bar-
rels of oil exported daily—the coun-
try’s only major source of foreign
currency. Oil prices so far this year
are averaging $60 a barrel. Unless
that price strengthens to at least a
consistent $70 a barrel, the rial
could fall as much as 15% by Decem-
ber, according to a former Iranian
central-bank official.

A government adviser disputes
the claim, saying Tehran has the
tools necessary to keep the rial sta-
ble.

“Ahmadinejad’s government
has so far followed a simple policy
that they will not devalue the cur-
rency. There will be serious budget-
ary pressures, but they will go
through austerity measures first,
not emergency measures,” said the
adviser.

Iran doesn’t release official eco-
nomic statistics in a timely fashion.
The last official estimate of its for-
eign reserves published in
mid-2008 showed $80 billion in cen-
tral-bank coffers. Iranian econo-
mists say that figure has dropped
approximately 25% in the past year,

as oil prices have fallen, but the gov-
ernment’s hasn’t cut its $290 bil-
lion budget that runs through
March 2010.

Unlike other Gulf oil producers,
Iran has failed to parlay its oil
wealth into a well-endowed rainy-
day fund, leaving it vulnerable to
new economic challenges such as
depreciation.

Iran’s currency appears to be
one of the next weak links in the
economy. “Wise people know they
can’t escape [a weaker] rial,” a
Dubai-based Iranian businessman
said. “Businesspeople want their
money out of the country.”

Dubai-based money-exchange
officials, who facilitate transfers
from Iran to overseas destinations,

say Iranians started moving sub-
stantial amounts of money out of
the country at the end of 2008 as
they exited the country’s depressed
real-estate sector and searched for
safer investments. During the past
six to eight months, capital flight
has averaged $200 million a day, ac-
cording to one prominent Dubai-
based money changer, who handles
both official and private monetary
transactions.

Government actions since the
June 12 election have exacerbated
the imbalanced flow of funds in and
out of Iran, two Dubai exchange offi-
cials say.

While street protests rocked the
Iranian capital in the month after
the election, informal hawala trans-

actions to Iran fell by half, said the
two men who handle international
business transactions for the large
Iranian expatriate community
based here.

These two exchange officials
blamed the declines on technical is-
sues. The government’s disruption
of mobile-phone and Internet con-
nections aimed at blocking street
protests made their cash transfers
impossible, because they couldn’t
communicate with their partners in-
side Iran to coordinate pickups and
withdrawals.

The communication lines are
back up, but hawala orders to Iran
haven’t recovered to pre-election
levels. Currency flows from
U.S.-based Iranians back to their
homeland, which earlier this year
amounted to roughly $500,000 a
day, have almost entirely dried up,
according to the Dubai-based ex-
change official.

Even ordinary Iranians without
ties outside the country are hedg-
ing their bets by turning in rials for
hard currency. Money changers in
Tehran’s Grand Bazaar say that ap-
proximately $15 million in foreign-
currency deals are being conducted
on a daily basis.

A 29-year-old Tehran taxi driver
said that immediately after the elec-
tion he exchanged $5,000 worth of
rials into dollars. “Things are going
to get worse, so I’m waiting for the
right time to change the rest of my
savings,” he said.
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Toshiba’s netbook breaks from the pack
Keyboard, touchpad
are easier to use;
superior battery life
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Toshiba’s mini
NB205.

By Katherine Boehret

Nintendo’s Wii gaming system
motivates first-graders, senior citi-
zens and everyone in between to get
off their couches and play video
games by swinging a motion-sensing
remote control. These motions are
similar enough to those used in real-
life games that people find the Wii
less intimidating than other video
games with confusing controls.

After almost three years of Wii
success, Nintendo recently reported

it sold in its first
quarter less than
half the Wii con-
soles it sold a year
earlier. The Wii

needs a shot in the arm, and Nin-
tendo thinks it has just the solution:
the Wii MotionPlus remote acces-
sory.

This small piece plugs into the
bottom of Wii remotes and costs
$20 by itself or $50 when bundled
with the Wii Sports Resort game,
whichincludes12 sports that takead-
vantage of Wii MotionPlus. The Wii
console costs $250 and comes with a
remote and a Nunchuk. The Wii Mo-
tionPlus has a gyroscope that helps
the remote detect slight twists or ro-
tations made by one’s wrist and/or
arm and reflects these movements
on the screen. It adds more preci-
sion to games like bowling and golf,
so you don’t feel like you acciden-
tally made a good—or bad—shot.
And it lets you add spin to a ball
while swinging a golf club or ping-
pong racket or while bowling.

I’ve been playing games with the
Wii MotionPlus, and this small ac-
cessory adds a much more satisfy-
ing, realistic element to Wii games.
In some cases, this meant that I

played a game with less success
than with the original Wii remote be-
cause the MotionPlus add-on is
more responsive and sensitive. But I
eventually got used to it and liked it
more than the plain remote.

However enjoyable, the Wii Mo-
tionPlus is more of an evolutionary
change than a revolutionary
change. If you’ve never played video
games on a Wii before, you wouldn’t
know what you were missing if you
used the remote without Motion-
Plus.

The real excitement in video gam-
ing and general broadcast TV con-
trolling will come when we don’t
need any remote controls at all and
cameras will sense our movements,
reflecting them on-screen. In June,
Microsoft announced its Project Na-
tal, which would potentially work
with all Xbox 360 consoles to di-
rectly sense movements and
sounds, and to recognize faces. This
would encourage users to swing,
throw, run and jump in a completely
natural way without the need to
learn anything about how to hold a
remote control or operate its but-
tons.

On a similar note, Sunnyvale-Ca-

lif.-based Canesta Inc. wants you to
use your hands as remote controls
for your TV. The idea with Canesta
is that users could, for example,
walk into a family room and wave at
the TV to turn it on, move a hand in a
rightward circle to turn up the vol-
ume and flip through channels us-
ing motions like those used to page
through a large book. I tried
Canesta in a demonstration and can
testify that doing things like turn-
ing the channel with your hands is a
powerful and somewhat magical ex-
perience. But of these, Nintendo cur-
rently has the only product on the
market to use technology that ech-
oes natural movements, albeit with
a remote control. Project Natal is
still just a research project that isn’t

used in any products, and it won’t
be coming out any time this year.

Canesta has a partnership with
Hitachi so that it will be used in the
company’s TV sets, though Hitachi
says these TVs won’t be available un-
til 2010 at the earliest and would
likely show up in Japan first.
Canesta is also building other part-
nerships, or it could work as a stand-
alone product for TVs, computers,
set-top boxes or other devices.

Wii MotionPlus makes the re-
mote smart enough not to require
as much button pressing. For exam-
ple, shooting basketballs in a three-
point shootout only required hold-
ing the remote in my right hand so it
followed my shooting motion. Bowl-
ing no longer requires letting go of a
button just in time to release the
ball, a former menace to Wii’s begin-
ner bowlers. And I threw a Frisbee
by moving the remote with the
same motion as if I were tossing one
in real life. At first, my friend and I
found ourselves trying to make stiff
motions that seemed more video-
game-like, but when the on-screen
instructions encouraged us to move
naturally, we did so and had much
more success.

Wii Sports Resort includes 12 dif-
ferent sports but omits some of the
old favorites from the original Wii
Sports. Tennis has been replaced
with table tennis, boxing has been
replaced by sword fighting, and
though bowling and golf remain,
baseball is gone. New sports include
wakeboarding, Frisbee, archery,
basketball, power cruising (jet
skis), canoeing, cycling and air
sports like parachuting.

I bowled and put a little extra
spin on the ball by twisting my wrist
just before letting go. The ball was

surprisingly reactive, so much so
that I had to tone down my spin be-
fore I got the hang of it. Wakeboard-
ing works by holding the remote hor-
izontally like it’s the cross bar you
hold onto and use for steering in the
water. The Wii MotionPlus works
with the Nunchuk attachment, and
my friend and I attached this piece
to the remote to compete against
one another in several rounds of ar-
chery (he won by seven points).
With the Nunchuk attached to the re-
mote, we held the remote like it was
the bow and slowly pulled the Nun-
chuk attachment back as if it were
the arrow—stretching sound-ef-
fects and all.

The MotionPlus can stay at-
tached to the remote while playing
games that aren’t made specifically
for its use; those games won’t be af-
fected. However, a regular remote
can’t be used with games made for
the MotionPlus. Along with Wii
Sports Resort, three other games
are made to use the Wii MotionPlus:
Sega’s Virtua Tennis 2009, EA
Sports’ Grand Slam Tennis and Ti-
ger Woods PGA Tour 10.

If you’re hoping to give your
tired Wii a boost, you’ll like what
the relatively inexpensive Wii Mo-
tionPlus accessory brings to your
game —though you’ll also need to
buy new games that work with it.
Generally speaking, it’s exciting to
know that technology is almost ad-
vanced enough that we could very
soon stop letting our remotes have
all the control and take some of it
back with just the wave of a hand.

Edited by Walter S. Mossberg.
Email mossbergsolution.com.
Watch Katie Boehret try out a new
Playstation application at WSJ.
com/Video

Nintendo hopes its Wii bit better controller revs up sales

By Walter S. Mossberg

The brightest spot for Windows
PC makers in this awful economy
has been the relatively new cate-
gory of small, light, minimalist and
cheap laptops called netbooks.

But there are some significant
compromises for consumers who

rely on netbooks,
which typically sell
for between $300
and $500, have
screens of 8” or

10,” and weigh under three pounds.
Because their screens are not

only small, but tend to offer low res-
olution, they can’t show as much of
a Web page, or document, as a nor-
mal laptop screen, so a lot of scroll-
ing is required. Many have
cramped, flimsy-feeling keyboards,
and undersized touchpads with
small, stiff, buttons. And many have
lousy battery life.

But I’ve been testing a new net-
book from Toshiba, the last major
Windows brand to join the category
in the U.S., but a company with long
experience in making diminutive, al-
beit far costlier, laptops. And this
new $400 Toshiba, inelegantly called
the NB205-N310, stands out for solv-

ing some of these common netbook
problems, including offering the best
netbook keyboard I’ve tested.

The Toshiba shares most of the
characteristics of competing net-
books. It has a 10” screen; uses the
low-power Intel Atom processor;
sports a 160-gigabyte hard disk;
and has a built-in Webcam. Like al-
most all netbooks, it runs the aging
but familiar Windows XP Home op-
erating system. Its one gigabyte of
memory is sub-par for a standard
laptop, but generous for a netbook.

It has a decent complement of
ports and connectors, including
three USB ports, one of which can
charge accessories like cellphones
even while the PC is in sleep mode.

While not the smallest or light-
est competitor on the shelf, the new
Toshiba’s overall dimensions qual-
ify it as a true netbook: it weighs 2.9
pounds, and is 10.4 inches wide, 7.6
inches deep, and an inch thick at its
thinnest point. It fits nicely on the
tray in a coach plane seat, and
comes in a variety of colors.

But this machine breaks from the
pack in several areas. First, it has by
far the best keyboard I’ve seen in a
netbook. The keyboard design re-
sembles that on Apple’s MacBook
Pro laptops—big, raised keys with
lots of room in between, and good
vertical movement. The space bar,
“Enter” and “Backspace” keys are
wide, and there are even dedicated
“Page Up” and “Page Down” keys.

My only major gripe with this

keyboard was a baffling decision to
shrink the Tab key, which is
heavily used to navigate
forms on Web
pages, to less
than half
the size of a
normal letter
key. It is so
small I kept hit-
ting the adjacent
“Q” key until I got
used to it. But, oth-
erwise, this is a great
netbook keyboard.

The company offers
a model of the NB205
with a flat keyboard for
$50 less, but I think the ex-
tra $50 is worth it.

The Toshiba’s second big
plus is its touchpad and buttons.
The pad itself is much roomier and
easier to use than on any other net-
book I’ve tested, a crucial benefit
given that its typical low-resolution
netbook screen, while bright and
crisp, forces you to scroll a lot.
(There’s a button that can zoom out,
but I found it clumsy to use.) And the
twin buttons, in stark contrast to
those on many netbooks, are large
and very responsive.

The third big plus on this new
netbook is battery life, which I
found to be outstanding. This
model comes standard with one of
those protruding, six-cell batteries,
though it doesn’t stick out as far as
some I’ve seen. Toshiba claims you

can get up to an impressive nine
hours and five minutes of life be-
tween charges. (There’s a $330
model with a battery Toshiba
claims lasts just 3.5 hours.)

In my standard battery test,
where I turn off all power-saving fea-
tures, crank up the screen to full
brightness, leave on the Wi-Fi, and
play music continuously, the Toshiba
NB205-N310 lasted a whopping six
hours and 32 minutes. That means
you would likely top eight hours, and

maybe approach Toshiba’s claim, in a
more normal usage pattern.

The machine properly handled a
variety of common programs I
tested, including Microsoft Office,
Firefox, iTunes, Picasa and the Tweet-
Deck program for using Twitter.

But there were some drawbacks.
One was performance. Streaming
of Web videos stuttered a bit more
often than I would have liked. Wi-Fi

speed was noticeably less
than what I get on a

standard Windows
laptop.

Startup and re-
boot speeds were

very slow. With one
Word document open,

two Web sites open in Fire-
fox and iTunes playing a song, it

took the Toshiba over two minutes
to reboot, compared to about a
minute and a half on my last-genera-
tion Acer Aspire One netbook run-
ning the same things. Starting up
cold also took about 30 seconds
longer than on the Acer.

This may be because Toshiba
has loaded the machine with soft-
ware many people won’t use, in-
cluding the Skype communications
program and a networking utility
that duplicates some of Windows’
built-in functions. Also, the speak-
ers are feeble, even for a netbook.

Still, Toshiba has advanced the
netbook category in key respects.

Email mossberg@wsj.com
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The Wii MotionPlus adds realistic
aspects, like precision, to archery,
above. The remote accessory, right.
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Clinton, in Kenya, focuses on rights

Kim reaps gains as reporters return to U.S.
Clinton’s visit offers
North Korean leader
relief in hard times

Secretary of State Hillary Clinton on Wednesday criticized the ‘absence of strong
and effective democratic institutions’ in Kenya, the first stop on her Africa tour.

‘The nightmare of our lives was finally coming to an end’

Laura Ling, center, and Euna Lee were met by Al Gore and reunited with their families at a California airport on Wednesday.

By Sarah Childress

NAIROBI, Kenya—U.S. Secretary
of State Hillary Clinton criticized
the Kenyan government for corrup-
tion and human-rights abuses on
Wednesday, but stopped short of
backing calls by Kenyan rights
groups for immediate intervention
by the International Criminal Court
to try citizens suspected of involve-
ment in post-election violence.

Kenya, East Africa’s economic en-
gine and an important U.S. ally, is
Mrs. Clinton’s first stop on a seven-
nation Africa tour. She had intended
to highlight food security in this ag-
ricultural nation, her office said, but
much of the focus during her visit
fell instead on the Kenyan govern-

ment’s failure to address atrocities
committed last year as violence
erupted after disputed elections in
December 2007.

President Mwai Kibaki, now in
his second term, was accused of rig-
ging the vote, which he denies. The
allegations spurred ethnic clashes
that left more than 1,300 dead and
hundreds of thousands displaced.

In a private discussion with Mrs.
Clinton at a conference center in
Nairobi, Mr. Kibaki and Prime Minis-
ter Raila Odinga attempted to reas-
sure her that the government was
working toward necessary reforms.
Last week the government said rather
than create a special tribunal to try
suspects in post-election violence, it
planned to reform the existing judi-

cial system to handle such cases. The
government had initially agreed that
if it failed to establish an appropriate
judicial system in Kenya for these sus-
pects, the International Criminal
Court would pursue the cases.

Mrs. Clinton criticized the gov-
ernment harshly. “The absence of
strong and effective democractic in-
stitutions has permitted ongoing
corruption, impunity, politically mo-
tivated violence, human rights
abuses, and a lack of respect for the
rule of law,” she said after the meet-
ing with the president and premier.

The Kenyan government consid-
ered criticism from the U.S. to be
“positive,” said Foreign Affairs Min-
ister Moses Wetang’ula, and was
working to address the issues.

By Evan Ramstad

SEOUL—For North Korean dicta-
tor Kim Jong Il, Bill Clinton’s one-
day visit this week provided a mo-
mentary respite from a difficult sum-
mer during which he has contended
with reports of unrest at home and
growing pressure from abroad.

About a month ago, North Korea
asked for the former U.S. president
to visit Pyongyang in exchange for
the release of two American journal-
ists, Euna Lee and Laura Ling, who
were captured by North Korean sol-
diers on the border with China in
March. Mr. Clinton and the U.S.
agreed, seizing on chance to free the
journalists and move on from the is-
sue in order to concentrate on pres-
suring the North to end its pursuit of
nuclear weapons.

Ms. Lee and Ms. Ling, of Current
TV LLC, landed with Mr. Clinton and
his delegation at a Los Angeles-area
airport Wednesday morning, to be
greeted by their families and Al
Gore, Current TV’s co-founder and
Mr. Clinton’s former vice president.
Mr. Clinton was expected to meet
with government officials to debrief
them on his visit.

At the White House, President
Barack Obama proclaimed the U.S.
government “extraordinarily re-
lieved” over the release.

In return, Mr. Kim scored two
propaganda victories—a chance to
show North Koreans that he cuts a
big figure by appearing with Mr.
Clinton, and a chance to show the
world he isn’t evil by freeing two re-
porters who didn’t deserve their sen-

tence of 12 years of hard labor.
Outside the country, the event al-

lowed North Korea to provide a coun-
terpoint to months of belligerence in
the form of weapons tests, which
other nations penalized with new eco-
nomic sanctions, and hostile rhetoric.

North Korea’s biggest newspaper,
Rodong Shinmun, covered its front
page Wednesday with five large pic-
tures of Mr. Kim and Mr. Clinton. A
small article accompanying the pic-
tures said the pair discussed issues
of common concern between the two
countries. A small article on the third
page described Mr. Kim’s decision to
free the two reporters.

North Korean officials “convey
the impression of one of the
[world’s] most senior statesmen
paying tribute to Kim Jong Il with-
out mentioning he came for the sake
of the two reporters,” said a person
familiar with the patterns of the na-
tion’s media.

The meeting—and the photos of
a smiling, standing Mr. Kim—could
also help address concerns about
his health abroad, as well as ad-
dress any potential doubts at home.
Analysts noted that North Korea’s
belligerence in recent months fol-
lowed reports that Mr. Kim suffered
a stroke a year ago, raising ques-

tions about a leadership vacuum.
Because North Korea sharply lim-

its contact and travel between its cit-
izens and the outside world, it will
take weeks to accurately gauge pub-
lic reaction inside the country.

The visit happened at a time
when North Korean leaders have
been driving the country’s 20 mil-
lion citizens back to the basics of
their repressive and ultranational-
ist ideology—and encountering a
growing amount of resistance.

The shift to hard-line behavior
has been most visible to the outside
world by the acceleration of weap-
ons tests, including a long-range

missile in April and a nuclear explo-
sive in May. But it has taken many
other forms inside North Korea, in-
cluding the expulsion of interna-
tional aid workers, investigations of
border guards and the revival of an
old propaganda tactic—a nation-
wide campaign, dubbed the
“150-day battle,” steeped in militant
rhetoric and designed to increase
production and instill respect and
fear in Mr. Kim’s regime.

A chief feature of the “battle”
campaign has been crackdowns on
market activities, including forc-
ing men and women under 50
years old to work in state-owned
factories and businesses rather
than their engage in market activi-
ties of their own.

In recent weeks, more reports of
clashes between North Korean citi-
zens and local police and govern-
ment officials have been coming in
to South Korea-based aid groups
such as Good Friends, a Buddhist
charity, and news outlets that focus
on the country.

When city officials swept
through a market looking for
women to work in factories the
town of Suncheon two months ago,
they were shouted down by ven-
dors, according to a report gath-
ered by Good Friends. Efforts to
thwart people from growing their
own crops have also failed in re-
cent months.

“The government is trying to con-
trol the market, but the number of
stakeholders in the market is larger
than ever,” says Howard Young, exec-
utive director of Open Radio, a short-
wave radio service that broadcasts
to North Korea. “Not just ordinary
people but also government offi-
cials and even higher-level officials
have an interest in sustaining the
markets because they are the main
source of money.”
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BURBANK, Calif.—Two American
journalists reunited with their fam-
ily and friends upon returning to the
U.S. with former President Bill Clin-
ton, whose diplomatic trip to North
Korea secured their release nearly
five months after their arrests.

The jet carrying Euna Lee and
Laura Ling, reporters for former
American Vice President Al Gore’s
San Francisco-based Current TV,
and Mr. Clinton arrived at Burbank’s
Bob Hope Airport at dawn.

Mr. Clinton met with communist
leader Kim Jong Il Tuesday to se-
cure the women’s release. The jour-
nalists were arrested near the North
Korean-Chinese border in March
while on a reporting trip.

Ms. Lee, 36 years old, emerged
from the jetliner first and was
greeted by husband, Michael Sal-
date, and 4-year-old daughter,
Hana. She hugged the girl and
picked her up before all three em-
braced in a crushing hug.

Ms. Ling, 32, embraced her hus-

band, Iain Clayton, as teary family
members crowded around.

“The past 140 days have been
the most difficult, heart-wrench-
ing days of our lives,” Ms. Ling
said, her voice cracking. Thirty
hours ago, Ms. Ling said, “We
feared that any moment we could
be sent to a hard labor camp.”
Then, she said, they were taken to
another location.

“When we walked through the
doors, we saw standing before us
President Bill Clinton,” she said to

applause. “We were shocked but we
knew instantly in our hearts that the
nightmare of our lives was finally
coming to an end, and now we stand
here, home and free.”

Mr. Clinton came down the stairs
to applause. He hugged Mr. Gore,
then chatted with family members.

Mr. Gore, who was vice president
under Mr. Clinton, described the
families of the two women as “unbe-
lievable, passionate, involved, com-
mitted, innovative.”

White House press secretary

Robert Gibbs said Mr. Clinton will
fill in President Barack Obama’s na-
tional-security team on what tran-
spired during his trip as a private
envoy to Pyongyang.

He reiterated that Mr. Clinton
didn’t carry a message from Mr.
Obama to Mr. Kim. When asked
whether the release of the journal-
ists could lead to a breakthrough on
other issues such as North Korea’s
nuclear program, Mr. Gibbs said
that will depend on the actions of
the communist regime.

Getty Images
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 24.70 $25.73 –0.54 –2.06%
Alcoa AA 42.90 13.28 0.47 3.67%
AmExpress AXP 21.90 30.36 1.65 5.75%
BankAm BAC 463.90 16.66 1.02 6.52%
Boeing BA 6.00 44.03 0.29 0.66%
Caterpillar CAT 15.00 46.64 –1.25 –2.61%
Chevron CVX 8.50 69.79 –0.62 –0.88%
CiscoSys CSCO 66.50 22.17 –0.27 –1.20%
CocaCola KO 6.80 49.17 –0.33 –0.67%
Disney DIS 11.10 25.27 –0.37 –1.44%
DuPont DD 5.10 32.08 –0.06 –0.19%
ExxonMobil XOM 17.80 70.03 –0.57 –0.81%
GenElec GE 94.50 13.99 0.17 1.23%
HewlettPk HPQ 12.60 43.26 –0.16 –0.37%
HomeDpt HD 8.90 26.33 0.04 0.15%
Intel INTC 56.40 18.86 –0.32 –1.67%
IBM IBM 4.60 118.47 –1.13 –0.94%
JPMorgChas JPM 58.50 41.78 1.57 3.90%
JohnsJohns JNJ 8.00 60.45 –0.61 –1.00%
KftFoods KFT 10.70 28.33 –0.01 –0.04%
McDonalds MCD 8.60 55.09 0.08 0.15%
Merck MRK 10.90 29.61 –0.23 –0.77%
Microsoft MSFT 49.50 23.81 0.04 0.17%
Pfizer PFE 51.40 15.87 –0.04 –0.25%
ProctGamb PG 19.30 53.91 –1.55 –2.79%
3M MMM 3.90 71.83 –0.20 –0.28%
TravelersCos TRV 4.10 46.58 0.32 0.69%
UnitedTech UTX 4.10 54.22 –0.57 –1.04%
Verizon VZ 10.20 31.27 –0.59 –1.85%
WalMart WMT 17.00 49.20 –0.65 –1.30%

Dow Jones Industrial Average P/E: 15
LAST: 9280.97 t 39.22, or 0.42%

YEAR TO DATE: s 504.58, or 5.7%

OVER 52 WEEKS t 2,375.10, or 20.4%

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

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

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

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

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

UPM Kymmene  376 –45 –63 –94 Telenor  121 5 3 –12

Stora Enso 484 –26 –44 –91 Societe Air France 420 5 9 –16

Rallye 886 –21 –126 –437 Aegon  162 5 2 –38

Norske Skogindustrier  1072 –21 –68 –187 Swiss Reins  160 6 2 –59

Grohe Hldg 1772 –18 –230 –424 Lafarge 211 13 –20 –58

Volkswagen 131 –16 –29 –78 Alcatel Lucent 677 14 –42 –147

Daimler 128 –15 –33 –57 M real  1784 22 –65 –2265

Bay Motoren Werke 125 –15 –31 –56 Carlton Comms  451 28 20 –60

Valeo 211 –9 –27 –115 ITV  485 45 37 –33

Xstrata  198 –9 –57 –133 Contl  748 46 –2 –320

Source: Markit Group

Dow Jones Stoxx 50: Wednesday’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

Soc. Generale France Banks $41.0 49.10 6.02% –26.7% –56.8%

UniCredit Italy Banks 55.7 2.31 3.93 –31.0 –55.1

Allianz SE Germany Full Line Insurance 48.8 74.99 2.63 –33.6 –41.3

Barclays U.K. Banks 62.9 3.37 2.44 –8.8 –46.4

AXA S.A. France Full Line Insurance 46.8 15.57 1.70 –23.6 –44.9

BG Grp U.K. Integrated Oil & Gas $60.7 10.00 –3.62% –6.6 37.7

Daimler Germany Automobiles 50.0 32.74 –3.24 –18.2 –18.4

Royal Dutch Shell A U.K. Integrated Oil & Gas 92.3 18.09 –3.21 –19.6 –35.2

GDF Suez France Multiutilities 86.1 26.50 –2.56 –28.2 –3.4

BHP Billiton U.K. General Mining 59.7 15.78 –2.23 1.8 59.6

...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

Tesco 49.4 3.71 1.23% –4.5% 2.7%
U.K. (Food Retailers & Wholesalers)
Anglo Amer 45.4 19.94 1.14 –28.3 –15.1
U.K. (General Mining)
UBS 47.0 15.48 1.11 –29.1 –73.5
Switzerland (Banks)
Koninklijke Phlps 23.1 16.49 0.79 –26.5 –35.2
Netherlands (Consumer Electronics)
Novartis 120.6 48.50 0.75 –21.1 –29.5
Switzerland (Pharmaceuticals)
ING Groep 27.2 9.08 0.04 –59.6 –72.0
Netherlands (Life Insurance)
BASF 47.1 35.63 –0.14 –10.9 14.2
Germany (Commodity Chemicals)
GlaxoSmithKline 111.0 11.45 –0.22 –9.2 –20.3
U.K. (Pharmaceuticals)
HSBC Hldgs 183.1 6.27 –0.29 –15.5 –25.5
U.K. (Banks)
Intesa Sanpaolo 44.7 2.62 –0.38 –32.0 –43.3
Italy (Banks)
Total S.A. 130.7 38.33 –0.75 –20.2 –27.6
France (Integrated Oil & Gas)
Unilever 46.4 18.81 –0.84 2.9 5.1
Netherlands (Food Products)
Assicurazioni Gen 32.4 15.99 –0.87 –28.5 –35.8
Italy (Full Line Insurance)
Vodafone Grp 122.6 1.24 –0.96 –12.1 6.5
U.K. (Mobile Telecoms)
British Amer Tob 63.0 18.34 –0.97 –5.5 28.3
U.K. (Tobacco)
Bayer 52.0 43.69 –1.00 –21.3 14.8
Germany (Specialty Chemicals)
SAP 58.5 33.15 –1.04 –12.4 –5.1
Germany (Software)
Siemens 74.4 56.57 –1.05 –28.4 –10.4
Germany (Diversified Industrials)
Nestle S.A. 155.7 43.20 –1.05 –8.4 6.5
Switzerland (Food Products)
Roche Hldg Part. Cert. 108.2 163.70 –1.09 –14.3 –25.6
Switzerland (Pharmaceuticals)

France Telecom 64.4 17.12 –1.13% –15.9% 5.0%
France (Fixed Line Telecoms)
ENI 92.0 15.96 –1.24 –24.8 –34.1
Italy (Integrated Oil & Gas)
Credit Suisse Grp 58.4 52.40 –1.32 –5.8 –21.5
Switzerland (Banks)
Diageo 42.9 9.17 –1.34 –2.3 –1.5
U.K. (Distillers & Vintners)
Deutsche Bk 40.8 45.71 –1.40 –26.3 –46.8
Germany (Banks)
BP 176.7 5.04 –1.41 –3.2 –18.6
U.K. (Integrated Oil & Gas)
ABB 42.6 19.49 –1.47 –26.5 26.4
Switzerland (Industrial Machinery)
Banco Santander 115.7 9.86 –1.50 –13.9 –10.7
Spain (Banks)
Sanofi-Aventis S.A. 87.7 46.34 –1.54 –1.0 –32.7
France (Pharmaceuticals)
ArcelorMittal 58.4 26.02 –1.55 –52.3 3.3
Luxembourg (Iron & Steel)
Deutsche Telekom 55.5 8.85 –1.61 –22.1 –26.8
Germany (Mobile Telecoms)
Astrazeneca 67.9 27.53 –1.64 8.3 –14.3
U.K. (Pharmaceuticals)
Banco Bilbao Viz 60.9 11.29 –1.78 –3.1 –32.1
Spain (Banks)
Nokia 49.3 9.15 –1.82 –49.3 –41.4
Finland (Telecoms Equipment)
Rio Tinto 65.5 25.23 –1.83 –37.2 12.2
U.K. (General Mining)
Telefonica S.A. 115.9 17.13 –1.97 1.8 28.3
Spain (Fixed Line Telecoms)
E.ON 76.0 26.40 –2.08 –33.9 –19.3
Germany (Multiutilities)
BNP Paribas S.A. 77.6 51.59 –2.11 –20.7 –35.8
France (Banks)
Iberdrola S.A. 42.8 5.96 –2.13 –28.9 –16.3
Spain (Conventional Electricity)
L.M. Ericsson Tel B 28.8 69.00 –2.13 2.5 –36.4
Sweden (Telecoms Equipment)

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 0.16% 0.17% 2.6% 4.9% -3.6%
Event Driven 0.58% 1.15% 4.6% 7.7% -20.1%
Equity Market Neutral 0.15% 0.11% -0.1% -3.2% -10.3%
Equity Long/Short 0.94% 1.98% 3.8% 2.7% -13.1%

*Estimates as of 08/04/09, 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 0.91 104.27% 0.02% 1.87 0.87 1.29

Eur. High Volatility: 11/1 1.64 109.32 0.04 3.89 1.56 2.56

Europe Crossover: 11/1 5.98 114.09 0.10 9.71 5.95 7.73

Asia ex-Japan IG: 11/1 1.21 110.21 0.04 3.84 1.21 2.28

Japan: 11/1 1.51 116.17 0.05 4.33 1.41 2.35

 Note: Data as of August 4

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

In percentage points
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BLUE CHIPS & BONDS

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

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

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

Source: Dealogic
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By Yukari Iwatani Kane

Videogame publisher Electronic
Arts Inc. reported a wider fiscal-first-
quarter loss and a 20% revenue drop,
largely because it deferred some reve-
nue from games with online features.

But EA’s loss narrowed sharply ex-
cluding the deferral.

EA said sales of “The Sims 3,” the
latest installment of its life-simula-
tion PC game, were even stronger
than the previous version. Sales of
games for Nintendo Co.’s Wii console
also doubled due to the popularity of
the exercise game “EA Sports Active.”

“We ended up a little bit better
than our own internal expectations,”
said Chief Financial Officer Eric
Brown in a telephone interview. He
addedthat the company had also com-
pleted about 90% of its previously an-
nounced restructuring plan, which in-
cluded job cuts and a strategy to focus
on fewer games.

Despite the strong results, how-
ever, EA stuck to its previous full-year
earnings forecast of $1 a share and rev-
enue of about $4.3 billion.

“The industry is weaker than we
originally expected, and we remain
cautious on the macro environment,”
said Chief Executive John Riccitiello
in a conference call with analysts.

Still, analysts are optimistic be-
cause EA is expected to come out with
a strong lineup of games in the next
two quarters, including the latest in

its popular “Need for Speed” racing
andFIFA soccergame series.The com-
pany is also the distributor for MTV
Games’ highly anticipated “The Beat-
les: Rock Band” music game.

Michael Pachter, an industry an-
alyst for Wedbush Morgan, praised
the company’s forthcoming titles.
“We think their product strength
continues into the September quar-
ter,” added Evan Wilson, an ana-

lyst with Pacific Crest Securities.
For the period ended June 30, EA

reported a net loss of $234 million, or
72 cents a share, compared with a loss
in the year-earlier period of $95 mil-
lion, or 30 cents. Revenue fell to $644
million from $804 million.

Excluding the impact of deferred
revenue from games with online fea-
tures, EA said its quarterly loss was
two cents a share.

EA posts a loss, remains cautious

H-P is on quest to fix software glitch
Problems with Omega in-house system have prevented salespeople from receiving proper monthly commissions

By Archibald Preuschat

News Corp. said Wednesday it
had increased its stake in German
pay-TV company Premiere AG,
prompting a jump in Premiere
shares as investors bet on a full ac-
quisition.

A News Corp. spokesman said it
is comfortable with its 39.96% stake,
up from 30.5% and now roughly the
same as its holding in British Sky
Broadcasting Corp.

“News Corp. has always said it
sees huge potential in German
pay-TV and the increase of its stake
underpins this,” said a spokesman
for News Corp. in Germany. He
wouldn’t comment on whether it in-
tends to increase the stake further.

Premiere shares rose 8.9% in
Wednesday trading in Germany.

News Corp. isn’t required to
make a takeover offer to Premiere’s
minority shareholders, which is usu-
ally the case after building a stake
larger than 30% in a company,
thanks to a waiver granted by the
German Federal Financial Supervi-
sory Authority as part of Premiere’s
restructuring.

News Corp. also owns The Wall
Street Journal.

Mark Williams, formerly chief fi-

nancial officer for News Corp.’s oper-
ations in Europe and Asia, took the
helm at Premiere in September
2008 with the aim of turning around
a business that has rarely posted a
profit since its initial public offering
in March 2005. Mr. Williams now ex-
pects the company to become profit-
able from 2011 as restructuring mea-
sures take effect.

Premiere has already secured
crucial rights to broadcast games
from Germany’s top flight soccer
league, the Bundesliga, for the next
four seasons.

Premiere will also change its
name to Sky Deutschland AG once
the commercial registration pro-
cess is complete. Premiere changed
its brand name to Sky in July and in-
troduced a new pricing and package
structure that will see prices rise
sharply for subscribers who only
want to watch live Bundesliga soc-
cer matches.

News Corp. has a track record of
using soccer to turn around unprofit-
able pay-TV companies in Europe,
notably Sky Italia and the U.K.’s
BSkyB.

As of March 31 Premiere had 2.37
million direct subscribers. Premiere
is set to report second-quarter re-
sults Aug. 13.

News Corp. increases
its stake in Premiere

Electronic Arts, which is relying on such videogames as ‘The Sims 3’ (above), said
it has completed about 90% of its restructuring plan.

CEO Mark Hurd, seen in July, tells customers to update old technology. H-P inherited Omega in a 2002 acquisition.
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By Justin Scheck

Hewlett-Packard Co. urges cus-
tomers to replace clunky, older tech-
nology with cutting-edge H-P sys-
temsthatmakebusinessesmoreeffi-
cient. But the technology giant itself
still runs outdated software that has
frustrated some of its employees.

Problems with an in-house sys-
tem named Omega have kept about
2,000ofH-P’smorethan23,000sales-
people from getting their proper
monthly commissions for much of
this year, according to current and
former H-P employees and recent
company emails reviewed by The
Wall Street Journal.

Omega calculates commissions
for many salespeople in H-P’s busi-
ness-technology group. But the sys-
tem,whichH-Pinheritedina2002ac-
quisition, has struggled to handle
H-P’s growing mounds of data.
Omega has malfunctioned repeat-
edly since November, according to
companyemailsthatshowthatsome
salespeople have waited as long as
seven months to get their correct
commissions.

H-P has instead given some sales-
people monthly payments equal to
60% or 70% of what they would earn
for meeting sales quotas, according
totheemails.Itiscommonforasales-
person in the group to earn more
than $150,000 annually, said former
employees and executives.

Omega’sglitchesaffectjustafrac-
tionofH-P’smorethan300,000work-
ers,andthereisnoevidenceitsignifi-
cantly affects H-P’s business.

“You’d be foolish to think people
aren’t frustrated,” said Al Chien, a
sales executive who left H-P last year
and is now at Dasher Technologies
Inc., which resells H-P equipment.

H-P has had problems with
Omega, a spokeswoman said, elabo-
rating in a written statement: “We
are in the midst of transforming ev-
ery application in the company to ra-
tionalize 6,500 systems down to
1,500, but still have work to do.

“Recently,weexperiencedaglitch
with one of those applications, which
resulted indelayedcompensation for
a small percentage of our global sales
team,” the statement continued. “We
expect to have this resolved shortly
and are committed to ensuring that

allofoursystemsoperateflawlessly.”
H-P started using Omega seven

yearsagowhenitboughtrivalCompaq
ComputerCorp.,whichitselfinherited
the technology from its 1998 acquisi-
tion of Digital Equipment Corp. “Over
the years, H-P has integrated many
sales forces and inherited thousands
of complex internal systems,” the
spokeswoman’s statementsaid.

Such legacy computer systems,
which get passed down over the
years, are a familiar problem among
corporations—including technol-

ogy companies. Since he took over
H-P four years ago, Chief Executive
MarkHurdhasmadeapointoftelling
customers to update old technology.
He highlights H-P’s years-long effort
to modernize its own systems at a
cost of more than $1 billion.

Omega’sdelaysresultpartlyfrom
H-P’s success: They have worsened
as the technology company has
grown. H-P’s revenue soared from
$73 billion in fiscal 2003 to $118 bil-
lion in fiscal 2008, when it also
bought giant tech-services company

Electronic Data Systems Corp. H-P’s
product lines and sales channels bal-
looned, creating more data for
Omega to digest.

Executives often discussed how
to fix Omega, said Bob Bacon, who
worked in H-P’s sales operation until
last year. They “went to heroic
lengths” to improve it, he said.

At a 2008 sales meeting in Texas,
a senior vice president of sales,
Randy Runk, promised salespeople
theywouldbepaidontime,saidaper-
son who was in attendance. Mr. Runk
and others at H-P involved with
Omega weren’t available for com-
ment, an H-P spokeswoman said.

H-P tried improving Omega with
newsoftware intendedto easehow it
processes sales data, according to
company emails.

But after H-P’s fiscal year closed
in November 2008, certain data in
Omega were incorrect and incom-
plete, according to the emails.

By March, the H-P employees
were apologizing to the sales force
for delays. In subsequent emails this
year, executives repeatedly prom-
ised to have Omega fixed soon. “We
recognize the frustration this
causes,” wrote H-P sales-operations
employee Bob Slaby in April. But
each month the problems persisted.

In a May 25 email, Mr. Runk called
the problem his top priority. “I know
the financial hardship this places on
all of you,” he wrote to the sales
force.“I regretthesechronic and per-
sistent problems.”

On June 8, Mr. Slaby emailed that
Omega was finally on track. But four
days later, he wrote to say, “The sys-
tem encountered a production fail-
urethathasdelayedourprogress.”In
the meantime, he added, “We sin-
cerely appreciate your patience.”
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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.

2.47% 15 DJ Global Index -a % % 203.92 –0.66% –21.4% 4.31% 13 U.S. Select Dividend -b % % 568.00 –0.83% –21.5%

2.00% 17 Global Dow 1184.20 0.03% –19.6% 1809.66 –0.03% –25.0% 4.36% 16 Infrastructure 1299.60 0.14% –14.9% 1782.79 0.09% –20.6%

3.13% 31 Stoxx 600 226.90 –0.40% –21.1% 243.75 –0.48% –26.4% 1.63% 8 Luxury 782.60 0.13% –9.3% 954.66 0.07% –15.4%

3.28% 20 Stoxx Large 200 242.90 –0.56% –21.7% 259.57 –0.64% –26.9% 6.03% 5 BRIC 50 376.70 0.52% –10.8% 516.76 0.46% –16.7%

2.38% -11 Stoxx Mid 200 210.00 0.20% –18.0% 224.44 0.12% –23.5% 4.25% 13 Africa 50 726.10 0.08% –23.0% 663.15 0.02% –28.2%

2.42% 252 Stoxx Small 200 132.50 0.76% –18.4% 141.53 0.68% –23.8% 3.62% 7 GCC % % 1423.42 –0.15% –49.2%

3.17% 22 Euro Stoxx 245.20 –0.75% –23.5% 263.48 –0.82% –28.6% 3.03% 14 Sustainability 747.90 –0.45% –17.8% 907.70 –0.60% –23.3%

3.31% 16 Euro Stoxx Large 200 261.00 –0.91% –24.2% 278.67 –0.99% –29.2% 2.36% 14 Islamic Market -a % % 1750.90 –0.93% –19.0%

2.40% -13 Euro Stoxx Mid 200 231.10 –0.24% –20.3% 246.71 –0.32% –25.6% 2.64% 13 Islamic Market 100 1544.70 –0.77% –12.0% 1900.38 –0.91% –18.0%

2.71% 22 Euro Stoxx Small 200 141.50 0.75% –20.1% 150.96 0.67% –25.4% 2.64% 13 Islamic Turkey -c % % % %

5.65% 9 Stoxx Select Dividend 30 1261.40 –0.24% –29.5% 1552.96 –0.32% –34.2% 2.08% 14 DJ U.S. TSM % % 10276.93 –0.75% –21.8%

4.90% 11 Euro Stoxx Select Div 30 1508.10 0.15% –32.9% 1863.85 0.07% –37.4% % DJ-UBS Commodity 127.20 0.91% –26.9% 132.86 0.83% –31.8%

*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 1.1929 2.0237 1.1223 0.1667 0.0382 0.1978 0.0126 0.3050 1.7160 0.2305 1.1131 ...

 Canada 1.0717 1.8180 1.0082 0.1497 0.0343 0.1777 0.0113 0.2740 1.5416 0.2071 ... 0.8984

 Denmark 5.1758 8.7805 4.8695 0.7232 0.1658 0.8583 0.0545 1.3234 7.4454 ... 4.8297 4.3389

 Euro 0.6952 1.1793 0.6540 0.0971 0.0223 0.1153 0.0073 0.1777 ... 0.1343 0.6487 0.5828

 Israel 3.9110 6.6348 3.6796 0.5465 0.1253 0.6486 0.0412 ... 5.6260 0.7556 3.6495 3.2786

 Japan 94.9150 161.0186 89.2981 13.2618 3.0411 15.7402 ... 24.2687 136.5352 18.3382 88.5690 79.5672

 Norway 6.0301 10.2298 5.6733 0.8425 0.1932 ... 0.0635 1.5418 8.6743 1.1651 5.6269 5.0550

 Russia 31.2110 52.9479 29.3640 4.3609 ... 5.1759 0.3288 7.9803 44.8970 6.0302 29.1242 26.1642

 Sweden 7.1570 12.1415 6.7335 ... 0.2293 1.1869 0.0754 1.8300 10.2953 1.3828 6.6785 5.9997

 Switzerland 1.0629 1.8032 ... 0.1485 0.0341 0.1763 0.0112 0.2718 1.5290 0.2054 0.9918 0.8910

 U.K. 0.5895 ... 0.5546 0.0824 0.0189 0.0978 0.0062 0.1507 0.8479 0.1139 0.5501 0.4941

 U.S. ... 1.6964 0.9408 0.1397 0.0320 0.1658 0.0105 0.2557 1.4385 0.1932 0.9331 0.8383

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 357.00 –8.75 –2.39% 707.00 302.00
Soybeans (cents/bu.) CBOT 1045.00 13.50 1.31% 1,557.50 670.00
Wheat (cents/bu.) CBOT 556.75 –13.50 –2.37 1,155.75 526.00
Live cattle (cents/lb.) CME 89.825 0.100 0.11 118.500 81.250
Cocoa ($/ton) ICE-US 2,902 –83 –2.78 3,217 1,961
Coffee (cents/lb.) ICE-US 131.50 –1.50 –1.13 183.30 109.00
Sugar (cents/lb.) ICE-US 19.37 0.02 0.10 19.55 11.05
Cotton (cents/lb.) ICE-US 62.26 –0.30 –0.48 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,335.00 31 1.35 2,685 1,965
Cocoa (pounds/ton) LIFFE 1,757 –53 –2.93 1,985 1,177
Robusta coffee ($/ton) LIFFE 1,499 –21 –1.38 2,324 1,250

Copper (cents/lb.) COMEX 281.20 1.65 0.59 375.35 129.55
Gold ($/troy oz.) COMEX 966.30 –3.40 –0.35 1,060.00 494.00
Silver (cents/troy oz.) COMEX 1476.00 6.50 0.44 2,009.00 886.00
Aluminum ($/ton) LME 2,041.00 114.00 5.92 2,922.00 1,288.00
Tin ($/ton) LME 14,950.00 450.00 3.10 21,400.00 9,750.00
Copper ($/ton) LME 6,138.00 216.00 3.65 7,761.00 2,815.00
Lead ($/ton) LME 1,935.50 30.50 1.60 2,115.00 870.00
Zinc ($/ton) LME 1,881.00 63.00 3.47 1,881.00 1,065.00
Nickel ($/ton) LME 19,795 1,000 5.32 21,195 9,000

Crude oil ($/bbl.) NYMEX 71.97 0.55 0.77 142.60 44.28
Heating oil ($/gal.) NYMEX 1.9569 0.0555 2.92 4.0400 1.2589
RBOB gasoline ($/gal.) NYMEX 2.0512 –0.0055 –0.27 3.0875 1.1450
Natural gas ($/mmBtu) NYMEX 4.042 0.041 1.02 12.059 3.366
Brent crude ($/bbl.) ICE-EU 75.83 1.22 1.64 116.93 44.75
Gas oil ($/ton) ICE-EU 613.00 10.75 1.78 1,086.00 411.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Aug. 5
Per In

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

Argentina peso-a 5.5023 0.1817 3.8250 0.2614

Brazil real 2.6345 0.3796 1.8315 0.5460

Canada dollar 1.5416 0.6487 1.0717 0.9331
1-mo. forward 1.5414 0.6488 1.0715 0.9332

3-mos. forward 1.5411 0.6489 1.0713 0.9334
6-mos. forward 1.5408 0.6490 1.0711 0.9336

Chile peso 778.44 0.001285 541.15 0.001848
Colombia peso 2862.36 0.0003494 1989.83 0.0005026

Ecuador US dollar-f 1.4385 0.6952 1 1
Mexico peso-a 18.9130 0.0529 13.1477 0.0761

Peru sol 4.2551 0.2350 2.9580 0.3381
Uruguay peso-e 33.517 0.0298 23.300 0.0429

U.S. dollar 1.4385 0.6952 1 1
Venezuela bolivar 3.09 0.323741 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7160 0.5828 1.1929 0.8383
China yuan 9.8262 0.1018 6.8309 0.1464

Hong Kong dollar 11.1488 0.0897 7.7503 0.1290
India rupee 68.2209 0.0147 47.4250 0.0211

Indonesia rupiah 14212 0.0000704 9880 0.0001012
Japan yen 136.54 0.007324 94.92 0.010536

1-mo. forward 136.50 0.007326 94.89 0.010539
3-mos. forward 136.41 0.007331 94.83 0.010545

6-mos. forward 136.23 0.007340 94.71 0.010559
Malaysia ringgit-c 5.0312 0.1988 3.4975 0.2859

New Zealand dollar 2.1373 0.4679 1.4858 0.6731
Pakistan rupee 119.539 0.0084 83.100 0.0120

Philippines peso 68.724 0.0146 47.775 0.0209
Singapore dollar 2.0641 0.4845 1.4349 0.6969

South Korea won 1763.60 0.0005670 1226.00 0.0008157
Taiwan dollar 47.068 0.02125 32.720 0.03056
Thailand baht 48.887 0.02046 33.985 0.02942

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

Euro zone euro 1 1 0.6952 1.4385

1-mo. forward 0.9999 1.0001 0.6951 1.4386

3-mos. forward 0.9999 1.0001 0.6951 1.4386

6-mos. forward 1.0000 1.0000 0.6952 1.4385

Czech Rep. koruna-b 25.981 0.0385 18.061 0.0554

Denmark krone 7.4454 0.1343 5.1758 0.1932

Hungary forint 268.14 0.003729 186.40 0.005365

Norway krone 8.6743 0.1153 6.0301 0.1658

Poland zloty 4.1190 0.2428 2.8634 0.3492

Russia ruble-d 44.897 0.02227 31.211 0.03204

Sweden krona 10.2953 0.0971 7.1570 0.1397

Switzerland franc 1.5290 0.6540 1.0629 0.9408

1-mo. forward 1.5285 0.6542 1.0626 0.9411

3-mos. forward 1.5274 0.6547 1.0618 0.9418

6-mos. forward 1.5253 0.6556 1.0603 0.9431

Turkey lira 2.1164 0.4725 1.4713 0.6797

U.K. pound 0.8479 1.1793 0.5895 1.6965

1-mo. forward 0.8480 1.1793 0.5895 1.6964

3-mos. forward 0.8481 1.1791 0.5896 1.6962

6-mos. forward 0.8484 1.1787 0.5898 1.6956

MIDDLE EAST/AFRICA
Bahrain dinar 0.5423 1.8440 0.3770 2.6526

Egypt pound-a 7.9586 0.1257 5.5326 0.1807

Israel shekel 5.6260 0.1777 3.9110 0.2557

Jordan dinar 1.0188 0.9815 0.7083 1.4119

Kuwait dinar 0.4124 2.4247 0.2867 3.4880

Lebanon pound 2159.91 0.0004630 1501.50 0.0006660

Saudi Arabia riyal 5.3947 0.1854 3.7503 0.2666

South Africa rand 11.4738 0.0872 7.9763 0.1254

United Arab dirham 5.2836 0.1893 3.6730 0.2723

SDR -f 0.9171 1.0904 0.6376 1.5685

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

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

 31 EUROPE DJ Stoxx 600 226.87 –0.92 –0.40% 15.2% –21.1%

 15 DJ Stoxx 50 2307.27 –17.15 –0.74 11.7% –20.9%

 22 Euro Zone DJ Euro Stoxx 245.23 –1.84 –0.74 10.1% –23.5%

 18 DJ Euro Stoxx 50 2643.13 –27.83 –1.04 7.8% –22.5%

 10 Austria ATX 2338.86 15.50 0.67% 33.6% –36.2%

 13 Belgium Bel-20 2173.27 –11.80 –0.54 13.9% –30.4%

 11 Czech Republic PX 1120.5 28.3 2.59 30.6% –23.2%

 17 Denmark OMX Copenhagen 301.86 3.15 1.05 33.5% –22.7%

 13 Finland OMX Helsinki 5840.55 9.89 0.17 8.1% –31.3%

 14 France CAC-40 3458.53 –17.84 –0.51 7.5% –22.3%

 23 Germany DAX 5353.01 –64.01 –1.18 11.3% –18.4%

 … Hungary BUX 17603.35 –84.86 –0.48 43.8% –18.1%

 10 Ireland ISEQ 2835.55 –45.52 –1.58 21.0% –37.0%

 10 Italy FTSE MIB 20962.50 –4.37 –0.02 7.7% –27.8%

 9 Netherlands AEX 285.24 –1.67 –0.58 16.0% –30.5%

 10 Norway All-Shares 352.06 –1.44 –0.41 30.3% –25.4%

 17 Poland WIG 34676.38 –687.54 –1.94 27.4% –16.3%

 14 Portugal PSI 20 7472.43 –15.94 –0.21 17.8% –8.7%

 … Russia RTSI 1094.26 19.77 1.84% 73.2% –39.7%

 10 Spain IBEX 35 10704.4 –172.4 –1.59% 16.4% –9.1%

 15 Sweden OMX Stockholm 268.84 –0.57 –0.21 31.6% –5.1%

 12 Switzerland SMI 5911.91 –27.87 –0.47 6.8% –18.0%

 … Turkey ISE National 100 43899.44 –797.07 –1.78 63.4% 4.3%

 13 U.K. FTSE 100 4647.13 –24.24 –0.52 4.8% –15.3%

 34 ASIA-PACIFIC DJ Asia-Pacific 114.31 –1.12 –0.97 22.1% –13.6%

 … Australia SPX/ASX 200 4264.5 –44.8 –1.04 14.6% –14.2%

 … China CBN 600 29624.75 –266.17 –0.89 100.6% 34.9%

 20 Hong Kong Hang Seng 20494.77 –301.66 –1.45 42.4% –6.6%

 19 India Sensex 15903.83 72.85 0.46 64.9% 5.5%

 … Japan Nikkei Stock Average 10252.53 –122.48 –1.18 15.7% –22.7%

 … Singapore Straits Times 2606.83 –41.93 –1.58 48.0% –9.7%

 11 South Korea Kospi 1559.47 –6.90 –0.44 38.7% –1.2%

 18 AMERICAS DJ Americas 263.70 –1.61 –0.61 16.6% –21.3%

 … Brazil Bovespa 56510.03 471.96 0.84 50.5% –2.1%

 18 Mexico IPC 28066.62 196.70 0.71 25.4% 3.2%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Aug. 5, 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* 271.71 0.04% 19.3% –21.4%

2.80% 19 World (Developed Markets) 1,066.80 0.11% 15.9% –21.9%

2.50% 20 World ex-EMU 124.98 0.18% 16.1% –20.7%

2.60% 21 World ex-UK 1,063.11 0.17% 15.1% –21.5%

3.50% 18 EAFE 1,457.14 –0.23% 17.8% –23.4%

2.40% 16 Emerging Markets (EM) 860.62 –0.47% 51.8% –17.4%

4.00% 12 EUROPE 79.34 –0.30% 14.3% –20.0%

4.20% 13 EMU 163.08 –0.23% 14.8% –28.2%

3.70% 15 Europe ex-UK 86.76 –0.35% 11.8% –20.0%

4.90% 10 Europe Value 89.78 –0.12% 15.8% –19.8%

3.00% 16 Europe Growth 68.13 –0.50% 12.7% –20.2%

3.20% 15 Europe Small Cap 138.12 –0.02% 36.8% –17.7%

2.40% 8 EM Europe 233.94 –0.60% 47.3% –38.8%

4.50% 9 UK 1,388.63 –0.22% 5.6% –13.4%

2.90% 14 Nordic Countries 124.14 –1.51% 26.6% –23.4%

1.80% 7 Russia 620.28 –0.09% 50.5% –48.9%

3.60% 12 South Africa 654.19 0.14% 13.0% –4.9%

2.90% 19 AC ASIA PACIFIC EX-JAPAN 367.17 –0.14% 48.4% –11.9%

1.70%-118 Japan 594.46 0.14% 12.2% –27.7%

2.10% 18 China 61.71 –1.09% 51.3% –2.8%

1.00% 20 India 626.02 –0.61% 69.6% 9.2%

0.90% 23 Korea 439.72 0.25% 43.3% 0.9%

2.80% 31 Taiwan 252.95 –1.43% 45.9% –6.0%

2.00% 25 US BROAD MARKET 1,112.98 0.37% 13.3% –20.2%

1.50% -44 US Small Cap 1,494.80 0.93% 19.9% –18.6%

3.50% 14 EM LATIN AMERICA 3,363.87 –0.02% 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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Adidas backs full-year outlook
Net plunges 93%,
but company says
worst is behind it

Carlsberg net climbs, but Russia drags on results

Consumer bargain hunting hurts P&G profit

By Hilde Arends

Adidas AG reported a 93% drop
in second-quarter net profit,
weighed down by lower sales, the
weaker Russian ruble and higher
spending on promotions ahead of
the 2010 football World Cup.

However, the Germany-based
sportswear and equipment maker
said Wednesday that the worst is be-
hind it, sending its shares 6.1% higher
to Œ32.20 ($46.36) in Frankfurt.

Adidas reported net profit of Œ9
million ($13 million), compared with
Œ116 million a year earlier. Analysts
had expected a small quarterly loss.

Adidas—one of the world’s big-
gest sportswear companies and the
maker of adidas and Reebok shoes
and TaylorMade golf equipment—
has been hit hard by the recession,
as well as rising input costs and
lower revenue from Russia as the ru-
ble has fallen in value against the
euro. Russia is one of the company’s
most important markets in Europe.

Earnings also were hurt by mar-
gin drops at Adidas’s Reebok unit.
The operating margin at the unit
slumped to a negative 11.3%, com-
pared with a negative 2.4% in the
first half of 2008, while sales at the
division slipped 4.3%. The negative
margin means it is costing the com-
pany more to produce Reebok-
branded goods than what it earns
from selling them.

Adidas bought U.S.-based Ree-
bok in 2005, seeking to reduce the
company’s bloated cost base and re-
vitalize the brand, which was losing
ground to competitors like Nike Inc.
Since then, Adidas expanded Ree-
bok’s range of products and im-
proved its distribution network.

Adidas’s total quarterly sales fell
2.5%to Œ2.46 billion, mainly because
of weakness in Europe.

Adidas backed its full-year out-
look,saying it still expects sales at con-
stant currency rates to fall by a low- to
midsingle-digit percent this year and
for margins and earnings to decline as
the recession erodes spending on
sports goods. Many analysts had
feared Adidas would cut its forecasts.

“Although there are still chal-
lenges ahead, I am confident that
our results will improve as we go
through the remainder of the year.
We expect to generate signifi-
cantly positive earnings per share
in the second half of the year, al-
beit below the record levels of the
prior year,” said Chief Executive
Herbert Hainer.

NordLB analyst Martina Noss
said the outlook beat expectations,
but the company is still facing a mul-
titude of problems. Adidas’s gross
margin declined to 45% from 50.1% a
year earlier, while its leverage—its
level of debt compared to earnings—
rose to 85.7% from 82.3%, she noted.

Adidas, whose main competitors

include Nike and German rival Puma
AG, owned by PPR SA, has stepped
up a restructuring program to cut
costs in response to the downturn.
It expects to achieve Œ100 million in
annual savings from the program.

Puma last week reported better-
than-expected second-quarter op-
erating profit as it stripped out
costs and lowered marketing ex-
penses, while sales rose 4% from a
year earlier.

At the end of June, Nike was less
optimistic than Adidas as its fiscal
fourth-quarter profit dropped 30%
on restructuring charges and a 12%
decline in orders was worse than ex-
pected. It also warned 2010 would
remain difficult.
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Reebok remains weak
Adidas brands’ operating profit, in millions
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Second-quarter operating profit, change from a year earlier

By Gustav Sandstrom

Carlsberg A/S Wednesday
posted a 37% rise in second-quarter
net profit as it boosted margins by
cutting costs and raising prices.
Still, the brewer cut its full-year rev-
enue forecast as the economic
downturn hit volumes in Russia
harder than expected.

The Denmark-based maker of

Carlsberg, Tuborg and Kronen-
bourg beer posted a net profit of
1.94 billion Danish kroner ($375.2
million) for the quarter, up from
1.42 billion kroner in the year-ear-
lier period. Sales rose marginally to
17.62 billion kroner from 17.54 bil-
lion kroner.

The brewer said the Russian
beer market, the world’s third-larg-
est after China and the U.S., de-

clined by about 9% in the first half
of 2009 from a year earlier, though
the company’s Eastern European di-
vision, Baltika, increased its market
share in the country to 41%, from
38.5% a year earlier.

Carlsberg said it now expects
the Russian market to decline 5% to
6% for all of 2009 from the previ-
ous year, having previously fore-
cast a 2% decline. But it said Bal-

tika, Russia’s biggest brewer by
sales, would continue to expand its
market share.

Looking ahead, Carlsberg cut its
full-year revenue outlook to 61 bil-
lion kroner from about 63 billion
kroner. It kept its outlook for operat-
ing profit of at least nine billion kro-
ner and net profit of at least 3.5 bil-
lion kroner, saying it expects cost
cuts to offset the revenue drop.

By Anjali Cordeiro

Procter & Gamble Co.’s fiscal
fourth-quarter profit exceeded ex-
pectations, but the consumer-prod-
ucts giant continued to see sales de-
clines across most of its businesses
as consumers cut back purchases of
its higher-priced items.

P&G projected more of the
same near-term, saying sales ex-
cluding acquisitions and divesti-
tures would be flat to down 3% in
the first quarter. On a conference
call, company executives said re-
sults would improve sequentially
after the first quarter.

In the latest fourth quarter, P&G
was hurt by weaker sales in its
beauty and grooming businesses.
Sales of the higher-end, more discre-
tionary line of Braun shavers fell
sharply. But some of P&G’s everyday
brands also continued to see de-
clines as consumers traded down to
cheaper brands and private-label
goods in grocery stores. Shipments
of its key Tide brand, which is priced

much higher than competing deter-
gents, fell during the fiscal year.

Earnings fell 18%, in part because
of last year’s sale of the Folger’s cof-
fee brand. But the company also saw
volumes drop as it raised prices. Net
sales decreased 11% to $18.7 billion
on the stronger U.S. dollar, while or-
ganic sales—which exclude cur-
rency changes, acquisitions and di-
vestitures—fell 1%.

The fourth quarter was the first
time the company reported earn-
ings under newly appointed Chief
Executive Robert McDonald.

On the conference call Wednes-
day, Mr. McDonald said the com-
pany will grow long term by pushing
more of its products in areas where
it is underrepresented. P&G will aim
to sell more beauty products in drug
stores. It is also aiming to increase
its overall presence online. The com-
pany will put more focus on lower-
priced products, but will continue to
expand its higher margin busi-
nesses through internal growth and
acquisitions, he said.

In recent years, Procter & Gamble
has put more focus on higher-priced
products, seeking to drive growth by
getting consumers to trade up. That
strategy has hurt the company dur-
ing the recession as consumers cut
discretionary spending in areas like
beauty and traded down to cheaper
pantry staples. Although there have
been some signs of an improving out-
look for the economy, many con-
sumer-industry experts predict that
U.S. consumers will stay frugal even
after the recession ends.

Rival Colgate Palmolive Co. is per-
ceived as having held up better dur-
ing the recession because its portfo-
lio is focused on lower-priced staples
including toothpaste and soap.

For the quarter ended June 30,
the maker of brands such as Tide
and Pampers reported a profit of
$2.47 billion, or 80 cents a share,
down from $3.02 billion, or 92 cents
a share, a year earlier. Excluding
items such as divestitures and tax
adjustments, earnings rose to 83
cents a share from 78 cents.

Analysts polled by Thomson
Reuters most recently were looking
for earnings of 79 cents on sales of
$19.32 billion.

Mr. McDonald took over from
A.G. Lafley, who engineered the gi-
ant Gillette acquisition and drove
the push toward faster growing,
higher margin businesses. But Mr.
McDonald also inherits a hosts of
challenges as consumer trends
shift and as the economic outlook
stays uncertain.

“Congratulations are prema-
ture,” Mr. McDonald said to one ana-
lyst, who wished him luck on the
new position.

For the first quarter, P&G pro-
jected results slightly more down-
beat than analysts—earnings of 95
cents a share to $1 and a net sales
drop of 7% to 10%. Analysts were
looking for earnings of $1 a share
and a sales decline of 7% to $20.57
billion, according to analysts sur-
veyed by Thomson Reuters.
 —Tess Stynes

contributed to this article.

By Jason Douglas

LONDON—U.K. pharmaceuti-
cals company Shire PLC swung to
a profit in the second quarter and
said it is in talks with the Food and
Drug Administration about bring-
ing a drug for a second rare dis-
ease to U.S. patients, as rival Gen-
zyme Corp. faces shortages for its
bestselling treatments.

The Basingstoke-based com-
pany is in talks with the FDA about
bringing its drug Replagal, a treat-
ment for the genetic disorder
Fabry disease, to the U.S., said An-
gus Russell, Shire Chief Executive
Officer.

Earlier this week the FDA said
Shire could launch velaglucerase
alfa, or vela, an experimental treat-
ment for Gaucher disease, another
genetic disorder, on the U.S. mar-
ket. Patients affected by both dis-
eases lack enzymes to break down
certain types of fats, which then
build up in blood vessels, tissues
and vital organs.

The Shire drugs are alterna-
tives to treatments made by Gen-
zyme, which is having trouble sup-
plying the drugs as its Boston man-
ufacturing plant was shut down in
June following a viral contamina-
tion. Production has since re-
started.

Shire said earlier this week
that vela had passed its Phase III
trial and the FDA allowed the com-
pany to supply the drug ahead of
formal approval. The health watch-
dog made this decision to offset
supply shortages of Genzyme’s
Cerezyme, the only other drug for
Gaucher currently on the market.

The company intends to ini-
tially provide vela in the U.S. for
free, so the handful of patients
with the condition can get effec-
tive treatment, the Shire CEO said.

Shire had originally planned to
launch Replagal in the U.S. in 2011,
Mr. Russell said, adding that he
couldn’t say when the FDA might
make a decision about providing it
sooner. Shire’s Replagal is on sale
in Europe for patients with Fabry
disease. In the U.S., patients are
prescribed Genzyme’s Fabrazyme.

Shire also reported a second-
quarter net profit of $44.1 million,
compared to a loss of $79 million a
year earlier, when earnings were
hit by a $135 million research and
development write-off.

However, second quarter reve-
nue declined 19% to $629.7 mil-
lion, mainly because sales of
Shire’s top-selling hyperactivity
drug, Adderall XR, fell 77% after a
generic version made by Teva
Pharmaceutical Industries Ltd.
hit the U.S. market in April.

Sales of a newer hyperactivity
drug, Vyvanse, now comarketed
with GlaxoSmithKline PLC, grew
75% to $114 million, and Mr. Rus-
sell said it held onto its 12% mar-
ket share despite the arrival of ge-
neric Adderall XR.

Shire is banking on its broaden-
ing portfolio of specialty drugs for
rare diseases such Gaucher and
Fabry to help drive future sales
and make it less reliant on its hy-
peractivity franchise.

The company reiterated its
2009 earnings forecast, saying it
expects earnings per American de-
positary share, excluding amorti-
zation, asset impairments and
other items, to be between $3 and
$3.40 per share.

Shire turns profit
and talks to U.S.
about Fabry drug
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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 08/04 USD 317.23 29.2 3.1 3.5
Sel Emerg Mkt Equity GL EQ GGY 08/04 USD 188.95 44.2 –17.9 –11.4
Sel Euro Equity EUR US EQ GGY 08/04 EUR 87.79 15.7 –24.1 –25.8
Sel European Equity EU EQ GGY 08/04 USD 167.50 21.8 –27.8 –22.6
Sel Glob Equity GL EQ GGY 08/04 USD 175.38 22.1 –22.8 –20.0
Sel Glob Fxd Inc GL BD GGY 08/04 USD 135.99 5.4 –7.1 –2.0
Sel Pacific Equity AS EQ GGY 08/04 USD 130.20 44.0 –12.7 –9.1
Sel US Equity US EQ GGY 08/04 USD 114.08 13.2 –21.8 –17.0
Sel US Sm Cap Eq US EQ GGY 08/04 USD 157.83 20.7 –23.1 –18.9

n SEB Sicav 2
Nordic Small Cap -C- OT OT LUX 08/05 EUR 110.26 NS NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 08/04 EUR 23.71 –9.6 –52.1 –48.5
MP-TURKEY.SI OT OT SVN 08/04 EUR 30.71 57.2 –23.7 –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 08/04 EUR 3.08 46.7 –59.6 –44.1
Parex Eastern Europ Bal OT OT LVA 08/04 EUR 12.20 42.2 –11.7 –6.6
Parex Eastern Europ Bd EU BD LVA 08/04 USD 12.89 47.8 –9.0 –2.1
Parex Russian Eq EE EQ LVA 08/04 USD 16.12 86.1 –38.6 –21.6

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 08/05 USD 154.63 39.4 –12.5 –14.6
PF (LUX)-Asian Eq-Pca AS EQ LUX 08/05 USD 147.66 38.7 –13.3 –15.4
PF (LUX)-Biotech-Pca OT EQ LUX 08/04 USD 293.01 2.8 –21.6 –2.1
PF (LUX)-CHF Liq-Pca CH MM LUX 08/04 CHF 124.18 0.2 0.5 1.3
PF (LUX)-CHF Liq-Pdi CH MM LUX 08/04 CHF 93.73 0.2 0.5 1.3
PF (LUX)-Digital Comm-Pca OT EQ LUX 08/04 USD 102.65 26.2 –3.2 –8.0
PF (LUX)-East Eu-Pca EU EQ LUX 08/04 EUR 250.91 87.9 –32.7 –26.5
PF (LUX)-Emg Mkts-Pca GL EQ LUX 08/05 USD 455.50 49.7 –20.6 –15.8
PF (LUX)-Eu Indx-Pca EU EQ LUX 08/04 EUR 90.48 18.4 –15.0 –19.1
PF (LUX)-EUR Bds-Pca EU BD LUX 08/04 EUR 378.42 1.3 5.2 2.2
PF (LUX)-EUR Bds-Pdi EU BD LUX 08/04 EUR 287.97 1.3 5.2 2.2
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 08/04 EUR 141.53 13.3 8.8 3.8
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 08/04 EUR 99.50 13.3 8.8 3.8
PF (LUX)-EUR HiYld-Pca EU BD LUX 08/04 EUR 128.42 42.4 –1.7 –5.5
PF (LUX)-EUR HiYld-Pdi EU BD LUX 08/04 EUR 74.45 42.4 –1.7 –5.5
PF (LUX)-EUR Liq-Pca EU MM LUX 08/04 EUR 135.76 0.8 2.1 2.9
PF (LUX)-EUR Liq-Pdi EU MM LUX 08/04 EUR 97.84 0.8 2.1 2.9
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 08/04 EUR 102.36 0.5 1.8 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 08/04 EUR 101.00 0.5 1.8 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 08/04 EUR 362.41 18.5 –19.6 –24.5
PF (LUX)-EuSust Eq-Pca EU EQ LUX 08/04 EUR 118.77 17.4 –15.0 –22.1
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 08/04 USD 228.14 20.4 13.5 9.5
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 08/04 USD 155.20 20.4 13.5 9.4
PF (LUX)-Gr China-Pca AS EQ LUX 08/05 USD 314.38 47.8 –1.6 –7.4
PF (LUX)-Indian Eq-Pca EA EQ LUX 08/05 USD 312.62 63.1 –8.2 –9.2
PF (LUX)-Jap Index-Pca JP EQ LUX 08/05 JPY 9133.03 12.1 –23.9 –24.4
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 08/05 JPY 7980.22 9.3 –29.1 –29.4
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 08/05 JPY 7760.19 8.9 –29.5 –29.8
PF (LUX)-JpEq130/30-Pca JP EQ LUX 08/05 JPY 4481.92 14.2 –23.2 –24.7
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 08/05 USD 229.38 44.9 –10.1 –9.5
PF (LUX)-Piclife-Pca CH BA LUX 08/04 CHF 754.73 9.5 –3.3 –6.2
PF (LUX)-PremBrnds-Pca OT EQ LUX 08/04 EUR 54.80 24.2 –6.3 –18.2
PF (LUX)-Rus Eq-Pca OT OT LUX 08/04 USD 47.74 109.0 –39.3 NS
PF (LUX)-Security-Pca GL EQ LUX 08/04 USD 88.05 23.2 –6.8 –11.7
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 08/04 EUR 400.12 22.6 –20.5 –24.0
PF (LUX)-US Eq-Ica US EQ LUX 08/04 USD 92.26 13.0 –20.4 –13.1
PF (LUX)-USA Index-Pca US EQ LUX 08/04 USD 81.36 12.2 –18.1 –15.0
PF (LUX)-USD Gov Bds-Pca US BD LUX 08/04 USD 502.66 –5.2 4.6 5.5

PF (LUX)-USD Gov Bds-Pdi US BD LUX 08/04 USD 368.84 –5.2 4.6 5.5
PF (LUX)-USD Liq-Pca US MM LUX 08/04 USD 130.92 0.6 1.3 2.3
PF (LUX)-USD Liq-Pdi US MM LUX 08/04 USD 85.48 0.6 1.3 2.3
PF (LUX)-USD Sov Liq-Pca OT OT LUX 08/04 USD 101.56 0.3 1.4 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 08/04 USD 100.85 0.3 1.4 NS
PF (LUX)-Water-Pca GL EQ LUX 08/04 EUR 112.37 9.1 –13.7 –14.5
PF (LUX)-WldGovBds-Pca GL BD LUX 08/05 USD 162.33 –1.5 5.8 8.4
PF (LUX)-WldGovBds-Pdi GL BD LUX 08/05 USD 134.36 –1.5 5.8 8.4

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 08/04 USD 11.37 45.0 –6.8 –11.3
Japan Fund USD JP EQ IRL 08/05 USD 16.17 10.1 8.8 –5.4
Polar Healthcare Class I USD OT OT IRL 08/04 USD 11.74 NS NS NS
Polar Healthcare Class R USD OT OT IRL 08/04 USD 11.74 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 08/04 EUR 626.04 11.1 –19.6 NS
Core Eurozone Eq B EU EQ IRL 08/04 EUR 746.19 13.5 –16.4 NS
Euro Fixed Income A EU BD IRL 08/04 EUR 1189.64 5.1 –1.2 –3.0
Euro Fixed Income B EU BD IRL 08/04 EUR 1266.94 5.5 –0.6 –2.4
Euro Small Cap A EU EQ IRL 08/04 EUR 1060.52 25.1 –21.4 –28.4
Euro Small Cap B EU EQ IRL 08/04 EUR 1133.23 25.5 –20.9 –28.0
Eurozone Agg Eq A EU EQ IRL 08/04 EUR 580.81 16.9 –19.4 –23.2
Eurozone Agg Eq B EU EQ IRL 08/04 EUR 832.67 17.3 –18.9 –22.8
Glbl Bd (EuroHdg) A GL BD IRL 08/04 EUR 1312.10 9.6 3.9 1.1
Glbl Bd (EuroHdg) B GL BD IRL 08/04 EUR 1389.32 10.0 4.6 1.8
Glbl Bd A EU BD IRL 08/04 EUR 1046.21 6.7 9.7 0.6
Glbl Bd B EU BD IRL 08/04 EUR 1111.50 7.1 10.4 1.3
Glbl Real Estate A OT EQ IRL 08/04 USD 783.04 17.5 –30.2 –22.3
Glbl Real Estate B OT EQ IRL 08/04 USD 805.30 17.9 –29.8 –21.9
Glbl Real Estate EH-A OT EQ IRL 08/04 EUR 710.75 13.3 –30.2 –23.8
Glbl Real Estate SH-B OT EQ IRL 08/04 GBP 66.50 12.2 –31.1 –23.5
Glbl Strategic Yield A EU BD IRL 08/04 EUR 1422.93 25.9 –1.8 –1.5
Glbl Strategic Yield B EU BD IRL 08/04 EUR 1519.07 26.3 –1.2 –0.9
Japan Equity A JP EQ IRL 08/04 JPY 12341.00 19.4 –21.8 –24.2
Japan Equity B JP EQ IRL 08/04 JPY 13121.00 19.8 –21.3 –23.7
PacBasn (Ex-Jap) Eq A AS EQ IRL 08/04 USD 2002.09 55.7 –5.3 –8.8
PacBasn (Ex-Jap) Eq B AS EQ IRL 08/04 USD 2131.42 56.2 –4.7 –8.2
Pan European Eq A EU EQ IRL 08/04 EUR 856.12 19.1 –18.6 –22.1
Pan European Eq B EU EQ IRL 08/04 EUR 910.41 19.6 –18.2 –21.7
US Equity A US EQ IRL 08/04 USD 786.27 17.5 –20.7 –15.1
US Equity B US EQ IRL 08/04 USD 839.78 17.9 –20.2 –14.6
US Small Cap A US EQ IRL 08/04 USD 1169.59 16.3 –22.2 –16.6
US Small Cap B US EQ IRL 08/04 USD 1249.95 16.7 –21.7 –16.1

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 08/05 EUR 13.57 –3.9 16.7 11.5
Asset Sele C H-CHF OT OT LUX 08/05 CHF 94.34 NS NS NS
Asset Sele C H-GBP OT OT LUX 08/05 GBP 94.99 NS NS NS
Asset Sele C H-JPY OT OT LUX 08/05 JPY 9468.57 NS NS NS
Asset Sele C H-NOK OT OT LUX 08/05 NOK 108.78 –3.3 NS NS
Asset Sele C H-SEK OT OT LUX 08/05 SEK 136.20 –4.5 17.5 11.9
Asset Sele C H-USD OT OT LUX 08/05 USD 95.09 NS NS NS
Asset Sele D H-SEK OT OT LUX 08/05 SEK 127.82 –4.5 NS NS
Choice Global Value -C- GL EQ LUX 08/05 SEK 68.13 13.2 –23.9 –26.5
Choice Global Value -D- OT OT LUX 08/05 SEK 65.28 13.2 –23.9 NS
Choice Global Value -I- OT OT LUX 08/05 EUR 5.90 21.1 –29.2 –29.7
Choice Japan Fd -C- OT OT LUX 08/05 JPY 49.89 11.0 –23.9 –26.2
Choice Japan Fd -D- OT OT LUX 08/05 JPY 44.86 11.0 –23.9 –26.2
Choice Jpn Chance/Risk JP EQ LUX 08/05 JPY 51.79 15.6 –27.5 –28.7
Choice NthAmChance/Risk US EQ LUX 08/05 USD 3.53 26.2 –25.2 –15.5
Ethical Europe Fd OT OT LUX 08/05 EUR 1.77 18.4 –23.9 –26.0
Europe 1 Fd OT OT LUX 08/05 EUR 2.55 22.1 –22.5 –25.7
Europe 3 Fd EU EQ LUX 08/05 EUR 3.63 18.9 –24.4 –26.6
Global Chance/Risk Fd GL EQ LUX 08/05 EUR 0.54 14.7 –16.3 –20.4
Global Fd -C- OT OT LUX 08/05 USD 1.93 15.9 –24.1 –18.9
Global Fd -D- OT OT LUX 08/05 USD 1.21 15.8 NS NS
Nordic Fd OT OT LUX 08/05 EUR 5.07 26.0 –10.0 –15.1

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 08/05 USD 6.59 45.5 –5.4 –10.7

Choice Asia ex. Japan -D- OT OT LUX 08/05 USD 1.16 45.5 NS NS
Currency Alpha EUR -IC- OT OT LUX 08/05 EUR 10.53 –3.5 –1.9 1.5
Currency Alpha EUR -RC- OT OT LUX 08/05 EUR 10.44 –3.8 –2.3 1.0
Currency Alpha SEK -ID- OT OT LUX 08/05 SEK 97.90 –7.3 –5.9 NS
Currency Alpha SEK -RC- OT OT LUX 08/05 SEK 107.33 –3.8 –2.3 1.0
Generation Fd 80 OT OT LUX 08/05 SEK 7.21 13.0 –9.5 NS
Nordic Focus EUR NO EQ LUX 08/05 EUR 68.73 37.8 –14.7 NS
Nordic Focus NOK NO EQ LUX 08/05 NOK 74.11 37.8 –14.7 NS
Nordic Focus SEK NO EQ LUX 08/05 SEK 75.23 37.8 –14.7 NS
Russia Fd OT OT LUX 08/05 EUR 6.72 101.2 –28.2 –21.5

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 08/05 USD 1.63 17.2 –19.8 –17.0
Ethical Glbl Fd -C- OT OT LUX 08/05 USD 0.76 13.9 NS NS
Ethical Glbl Fd -D- OT OT LUX 08/05 USD 0.73 22.9 –19.3 –17.7
Ethical Sweden Fd NO EQ LUX 08/05 SEK 37.43 35.8 3.3 –11.0
Index Linked Bd Fd SEK OT BD LUX 08/05 SEK 12.78 0.4 1.5 4.2
Medical Fd OT EQ LUX 08/05 USD 2.97 3.5 –17.3 –9.5
Short Medium Bd Fd SEK NO MM LUX 08/05 SEK 8.80 1.1 1.9 2.8
Technology Fd -C- OT OT LUX 08/05 USD 0.18 NS NS NS
Technology Fd -D- OT OT LUX 08/05 USD 2.18 40.0 –9.3 –9.7
World Fd -C- OT OT LUX 08/05 USD 26.36 NS NS NS
World Fd -D- OT OT LUX 08/05 USD 2.00 24.8 –15.2 –12.2

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 08/05 EUR 1.27 0.1 0.3 1.4
Short Bond Fd EUR -D- OT OT LUX 08/05 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 08/05 SEK 21.92 1.7 2.1 2.9
Short Bond Fd USD US MM LUX 08/05 USD 2.49 –0.2 0.4 1.7

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 08/05 SEK 10.16 0.9 –1.4 0.3
Alpha Bond Fd SEK -B- NO BD LUX 08/05 SEK 8.79 0.9 –1.4 0.3
Alpha Bond Fd SEK -C- NO BD LUX 08/05 SEK 25.42 0.9 –1.5 0.1
Alpha Bond Fd SEK -D- NO BD LUX 08/05 SEK 7.92 0.9 –1.5 0.1
Alpha Short Bd SEK -A- NO MM LUX 08/05 SEK 11.07 2.4 2.8 3.3
Alpha Short Bd SEK -B- NO MM LUX 08/05 SEK 10.12 2.4 2.8 3.3
Alpha Short Bd SEK -C- NO MM LUX 08/05 SEK 21.65 2.4 2.7 3.2
Alpha Short Bd SEK -D- NO MM LUX 08/05 SEK 8.19 2.3 2.7 3.2
Bond Fd SEK -C- NO BD LUX 08/05 SEK 42.13 1.4 10.0 6.2
Bond Fd SEK -D- NO BD LUX 08/05 SEK 12.24 1.5 10.1 5.7
Corp. Bond Fd EUR -C- EU BD LUX 08/05 EUR 1.21 10.9 3.4 1.4
Corp. Bond Fd EUR -D- EU BD LUX 08/05 EUR 0.93 10.9 3.5 1.2
Corp. Bond Fd SEK -C- NO BD LUX 08/05 SEK 11.94 11.2 –0.4 –0.1
Corp. Bond Fd SEK -D- NO BD LUX 08/05 SEK 9.03 11.2 –0.4 –0.1
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 08/05 EUR 102.70 –1.1 4.9 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 08/05 EUR 107.13 3.4 9.5 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 08/05 SEK 1100.88 3.4 9.5 NS
Flexible Bond Fd -C- NO BD LUX 08/05 SEK 21.32 2.2 5.9 4.5
Flexible Bond Fd -D- NO BD LUX 08/05 SEK 11.66 2.2 5.9 4.5

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 08/05 USD 2.29 49.1 –13.0 –9.4
Eastern Europe Fd OT OT LUX 08/05 EUR 2.17 27.0 –30.7 –24.0

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 08/05 SEK 26.80 59.7 10.7 –14.9
Eastern Europe SmCap Fd OT OT LUX 08/05 EUR 2.00 53.5 –31.0 –30.0
Europe Chance/Risk Fd EU EQ LUX 08/05 EUR 939.79 23.2 –25.4 –28.0
Listed Private Equity -C- OT OT LUX 08/05 EUR 113.67 38.0 NS NS
Listed Private Equity -IC- OT OT LUX 08/05 EUR 65.36 58.2 NS NS
Listed Private Equity -ID- OT OT LUX 08/05 EUR 63.47 53.9 NS NS
Nordic Small Cap -IC- OT OT LUX 08/05 EUR 110.45 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 08/05 SEK 77.58 –3.1 –22.7 –14.9
Asset Sele Defensive Acc EUR -C- OT OT LUX 08/05 EUR 99.13 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 08/05 SEK 99.21 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 08/05 USD 100.39 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 08/05 SEK 70.87 –3.2 –22.7 –16.1
Asset Sele Opp C H NOK OT OT LUX 08/05 NOK 99.01 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 08/05 SEK 98.05 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 08/05 EUR 98.81 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 08/05 GBP 98.66 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 08/05 SEK 98.76 NS NS NS
Asset Sele Original C EUR OT OT LUX 08/05 EUR 100.27 NS NS NS
Asset Sele Original D GBP OT OT LUX 08/05 GBP 100.32 NS NS NS
Asset Sele Original ID GBP OT OT LUX 08/05 GBP 100.22 NS NS NS

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 07/30 USD 976.31 3.8 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 08/04 EUR 29.15 2.8 –6.1 1.8
Bonds Eur Corp A OT OT LUX 08/03 EUR 22.53 8.6 5.2 1.0
Bonds Eur Hi Yld A OT OT LUX 08/03 EUR 18.67 40.5 –2.0 –6.5
Bonds EURO A OT OT LUX 08/04 EUR 40.61 2.9 9.5 5.4
Bonds Europe A OT OT LUX 08/04 EUR 39.01 3.0 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 08/03 USD 35.15 11.5 11.7 8.1
Bonds World A OT OT LUX 08/03 USD 41.35 3.8 5.9 9.3
Eq. China A OT OT LUX 08/04 USD 22.44 50.2 2.0 –9.2
Eq. ConcentratedEuropeA OT OT LUX 08/04 EUR 24.38 18.4 –20.8 –23.7
Eq. Eastern Europe A OT OT LUX 08/04 EUR 19.31 46.1 –39.8 –31.8
Eq. Equities Global Energy OT OT LUX 08/04 USD 16.31 14.4 –30.9 –14.4
Eq. Euroland A OT OT LUX 08/04 EUR 9.66 5.4 –24.4 –26.0
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 08/03 EUR 16.12 17.4 –19.9 –19.6
Eq. EurolandFinancialA OT OT LUX 08/03 EUR 10.52 24.9 –23.0 –27.2
Eq. Glbl Emg Cty A OT OT LUX 08/04 USD 8.78 46.8 –17.1 –13.5
Eq. Global A OT OT LUX 08/04 USD 24.99 18.8 –17.8 –19.3
Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6
Eq. Gold Mines A OT OT LUX 08/04 USD 26.62 27.3 1.6 2.7
Eq. Japan Sm Cap A OT OT LUX 08/04 JPY 1109.10 22.5 –9.9 –25.8
Eq. Japan Target A OT OT LUX 08/05 JPY 1788.75 14.3 –4.3 –12.9
Eq. Pacific A OT OT LUX 08/04 USD 9.10 42.5 –12.2 –12.2
Eq. US ConcenCore A OT OT LUX 08/04 USD 19.96 22.9 –11.8 –11.3
Eq. US Lg Cap Gr A OT OT LUX 08/04 USD 13.78 27.8 –24.0 –15.0
Eq. US Mid Cap A OT OT LUX 08/03 USD 25.98 29.6 –21.9 –14.0
Eq. US Multi Strg A OT OT LUX 08/04 USD 19.38 21.3 –23.5 –18.0
Eq. US Rel Val A OT OT LUX 08/04 USD 18.76 20.8 –23.5 –22.0
Eq. US Sm Cap Val A OT OT LUX 08/04 USD 14.94 15.5 –30.1 –25.9
Eq. US Value Opp A OT OT LUX 08/04 USD 14.83 14.5 –31.6 –25.7
Money Market EURO A OT OT LUX 08/03 EUR 27.35 0.8 2.6 3.4
Money Market USD A OT OT LUX 08/03 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 08/05 JPY 9257.00 7.6 –25.4 –33.1
YMR-N Japan Fund OT OT IRL 08/05 JPY 10291.00 9.0 –25.6 –30.2
YMR-N Small Cap Fund OT OT IRL 08/05 JPY 7116.00 10.9 –16.7 –32.8

n Yuki 77 Series
Yuki 77 General JP EQ IRL 08/05 JPY 6431.00 8.9 –27.9 –31.3
Yuki 77 Growth JP EQ IRL 08/05 JPY 6024.00 1.8 –33.7 –36.1

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 08/05 JPY 6752.00 8.2 –26.7 –32.3
Yuki Chugoku JpnLowP JP EQ IRL 08/05 JPY 8444.00 3.1 –19.9 –27.4

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 08/05 JPY 7173.00 6.0 –27.9 –32.6

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 08/05 JPY 4737.00 4.1 –32.0 –32.5
Yuki Hokuyo Jpn Inc JP EQ IRL 08/05 JPY 5440.00 3.0 –27.2 –26.8
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 08/05 JPY 5223.00 11.0 –16.0 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 08/05 JPY 4507.00 6.1 –34.6 –35.7
Yuki Mizuho Jpn Dyn Gro OT OT IRL 08/05 JPY 4838.00 7.7 –34.4 –36.1
Yuki Mizuho Jpn Exc 100 OT OT IRL 08/05 JPY 6857.00 12.4 –28.2 –31.4
Yuki Mizuho Jpn Gen OT OT IRL 08/05 JPY 8722.00 8.7 –25.7 –32.2
Yuki Mizuho Jpn Gro OT OT IRL 08/05 JPY 6615.00 5.8 –24.7 –33.4
Yuki Mizuho Jpn Inc OT OT IRL 08/05 JPY 7860.00 –1.2 –29.9 –30.0
Yuki Mizuho Jpn Lg Cap OT OT IRL 08/05 JPY 5257.00 5.5 –28.3 –30.8
Yuki Mizuho Jpn LowP OT OT IRL 08/05 JPY 12158.00 7.3 –16.1 –25.1
Yuki Mizuho Jpn PGth OT OT IRL 08/05 JPY 8259.00 8.1 –29.7 –33.2
Yuki Mizuho Jpn SmCp OT OT IRL 08/05 JPY 7178.00 17.0 –15.4 –32.0
Yuki Mizuho Jpn Val Sel OT OT IRL 08/05 JPY 5932.00 14.2 –21.1 –26.9
Yuki Mizuho Jpn YoungCo OT OT IRL 08/05 JPY 2909.00 21.9 –23.3 –39.2

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 08/05 JPY 5048.00 12.2 –31.7 –34.0

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 08/05 JPY 5499.00 7.8 –27.3 –33.6

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 –8.9 –11.7 1.6
Winton Evolution GBP GL OT VGB 07/31 GBP 1160.26 –9.0 –11.4 2.4
Winton Evolution JPY OT OT VGB 02/27 JPY 115254.95 0.7 –3.8 7.1
Winton Evolution USD GL OT CYM 07/31 USD 1148.31 –9.2 –12.0 1.5
Winton Futures EUR GL OT VGB 07/31 EUR 189.57 –7.9 –1.0 11.3
Winton Futures GBP GL OT VGB 07/31 GBP 204.29 –8.0 –0.5 12.6
Winton Futures JPY Lead Series 2 GL OT VGB 07/31 JPY 13537.94 –8.3 –2.8 8.7
Winton Futures USD GL OT VGB 07/31 USD 671.65 –8.5 –1.7 11.2

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

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

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

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

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

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

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

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

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

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

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 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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The handset handoff
Distributors gain
as cellphone carriers
outsource logistics

Obama sets funds for electric cars

Polo income drops 19%;
weak sales to continue

CORPORATE NEWS

Polo Ralph Lauren’s earnings fell on weak sales, but European and Asian results
helped lift margins. A customer shopped at a New York Polo outlet in June.

Bright spot
Number of cellphone handsets 
distributed world-wide by 
Brightpoint, in millions

Source: Brightpoint (data & photo)
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Interior of a Brightpoint warehouse in Plainfield, Ind.

By Sofia Celeste

ROME—Benetton Group SpA
posted a 60% drop in first-half net
profit, but said it entered the second
half with “reasonable optimism.”

Profit fell to Œ29 million ($41.8
million) from Œ72 million a year
earlier. Revenue declined 11% to
Œ882 million.

The apparel retailer, based in
Ponzano, Italy, blamed the decline
on its decision to delay delivery of
its fall-and-winter collection. Benet-
ton stores, which are independent
from the company, this year re-
ceived their orders in July instead of

June in the expectations that the re-
cession will cause shoppers to post-
pone purchases from the collection.

As a result, Benetton will book
Œ88 million in sales from the collec-
tion in the third quarter rather than
the second. A combination of
healthy order levels for the collec-
tion and cost savings “allow reason-
able optimism for the end of 2009 in
respect of sales, profit and net in-
debtedness,” said Chief Executive
Gerolamo Caccia Dominioni.

Benetton expects its cost-cut-
ting efforts to generate between
Œ30 million and Œ40 million in addi-
tional cash flow next year.

Benetton profit declines 60%

By Sara Silver

At Fort Leonard Wood, a military
base in Missouri, a kiosk plastered
with yellow and black banners in-
vites soldiers to check out the latest
cellphones and discounted calling
plans from Sprint-Nextel Corp.

Though Sprint is located about
100 kilometers away in Overland
Park, Kan., it doesn’t staff the kiosk
or make sure there are enough cell-
phones on the shelves. Those duties
are left to Brightpoint Inc., a global
distributor and logistics provider
for cellphones based in Indianapolis.

To cope with the largest drop in
cellphone sales since the wireless
industry took off in the mid-1990s,
Sprint and other carriers are find-
ing ways to cut costs by hiring com-
panies like Brightpoint to handle
tasks such as installing software
on devices and activating cus-
tomer accounts.

“They act as distributors for our
products in areas where we don’t
have a large sales force and manage
thousands of indirect distributors

to make sure they have the right de-
vices and can get them activated in
a timely way,” said Fared Adib, vice
president of device operations and
logistics for Sprint. “For Sprint to
do that itself, we’d have to build a
massive organization.”

Brightpoint last year handled
84 million wireless devices in its
warehouses, making it the largest
such distributor and logistics pro-
vider in the U.S. and Europe. It dis-
tributes phones for Motorola Inc.,
Nokia Corp., Research In Motion
Ltd. and others.

Most of Brightpoint’s revenues
still come from traditional prod-
uct distribution: buying cell-
phones in bulk and reselling them
with a thin markup to carriers, re-
tailers and independent dealers.

But Brightpoint is focusing
more on helping wireless carriers
around the world procure devices,
load their software onto them, put
the handsets in boxes and activate
them for consumers.

“As the economy becomes
tougher, everyone is looking to
take costs out of their wireless op-
erations—carriers, manufactur-
ers, and even big-box retailers,”
said Brightpoint Chief Executive
Robert Laikin. “We can take over a
lot of the functions.”

With little investment and no

risk of getting stuck with inventory
that doesn’t sell, the services can
yield big profits. The logistics busi-
ness accounts for just 9% of Bright-
point’s revenue, but 47% of profits.

The performance hasn’t been
big enough yet to offset other chal-
lenges. Brightpoint had a loss of
$3.1 million in the first quarter, as
cellphone sales fell 15%; its logis-
tics business dropped 10%. The
company reports second-quarter
results Thursday.

But the logistics business
should grow, analysts say. Many
carriers around the world have al-
ready shed such functions, and oth-
ers are talking about doing so.

Brightpoint already handles lo-
gistics services for Deutsche Tele-
kom AG’s T-Mobile USA, Virgin
Mobile USA Inc. and TracFone
Wireless Inc., a subsidiary of Mexi-
co’s America Movil SAB.

Competing distributors are
also accelerating efforts to diver-
sify with the downturn. Closely
held Brightstar offers outsourc-
ing and training services to opera-
tors and retailers including Wal-
Mart Stores Inc. and 7-Eleven Inc.

“Our warehouse management
solutions have generated over $1
billion in savings for just one cus-
tomer in the past three years,” said
Chief Executive Marcelo Claure.

By Elizabeth Williamson

WAKARUSA, Ind.—President
Barack Obama used a factory in one of
the most economically battered U.S.
manufacturing regions Wednesday
as the backdrop to unveil a plan to use
$2.4 billion in tax money to jump-
start creation of an electric-vehicle in-
dustry centered in the Midwest.

The plan outlined by Mr. Obama,
Vice President Joe Biden and other
members of his administration in
separate appearances in six states

would make the U.S. government
the major financial backer for 48 dif-
ferent ventures to develop and pro-
duce electric-vehicle batteries, elec-
tric-drive components and various
kinds of electric vehicles.

The government also would be a
major customer for those ventures,
committing to buy “thousands” of
electric and hybrid vehicles from
General Motors Co., Ford Motor Co.,
Chrysler Group LLC and some
smaller manufacturers. That is criti-
cal, because auto-industry execu-
tives are unsure whether consumers
will pay premiums that run to thou-
sands of dollars for all or partially
electric vehicles if gasoline prices re-
main at current levels.

Mr. Obama’s own automotive task
force cast doubt in a report on the via-
bility of GM’s coming Chevrolet Volt
plug-in hybrid. Mr. Obama’s plan
calls for the government to buy as
many as 625 Volts for electric utili-
ties and consumers to test.

Government grants also would
subsidize installation of electric-ve-
hicle charging stations. The lack of
stations has been one of the main ob-
stacles to wider use of battery-pow-
ered vehicles.

“I want the cars of the future and
the technology to power them to be

built right here,” Mr. Obama said to
cheers from workers at Monaco RV, a
struggling recreational-vehicle fac-
tory in Wakarusa, a northern Indi-
ana town of 1,800 that has an unem-
ployment rate of 18%. “For too long,
we failed to invest in this kind of inno-
vation, even as countries like China
and Japan raced ahead,” he said.

The Obama administration says
the government money will lever-
age another $2.4 billion in private in-
vestment by the recipients. The bulk
of the Department of Energy money
goes to seven companies in Indiana
and 11 in Michigan, two states with
the nation’s highest unemployment.

Losers in the competition for the
electric-vehicle funding said the pro-
gram will benefit a significant num-
ber of foreign-owned companies, ei-
ther directly or because they are joint-
venture partners with the U.S.-based
firms highlighted as winners. Com-
pact Power Inc., which received
$151.4 million for production of lith-
ium-ion battery components for the
Chevrolet Volt, is a unit of South Ko-
rean battery maker LG Chem Ltd.

“There’s more money in this for
South Korea than for California,”
said Rep. Brad Sherman (D., Calif.).
 —Stephen Power

contributed to this article.

By Rachel Dodes

Fashion designer Polo Ralph Lau-
ren Corp. said profit fell 19% in its fis-
cal first quarter as U.S. sales
slumped. But the company’s results
exceeded analysts’ forecasts.

President and Chief Operating Of-
ficer Roger Farah said in an inter-
view Wednesday that the results re-
flect Polo’s continuing efforts to trim
costs, diversify geographically and
match inventory to demand, more
than any improvement in the
broader economic outlook.

“There’s not a trend change by
consumers yet,” Mr. Farah said. “The
terrific results we reported in this en-
vironment…are based on strategies
we employed.”

Polo’s offerings span a wide range
of prices, from $70 dresses at J.C.
Penney Co. to $1,100 herringbone
vests at Neiman Marcus Group, mak-
ing its results a key indicator of de-
partment-store trends.

The New York apparel maker said
Wednesday that it earned $76.8 mil-
lion, or 76 cents a share, in the quar-
ter ended June 27, compared with
$95.2 million, or 93 cents a share, a
year earlier. Analysts polled by Thom-
son Reuters projected earnings of 50
cents a share for the latest quarter.

Revenue fell 8% to $1.02 billion.
Gross margin increased to 58.7%

of sales from 57.3%. The company at-
tributed the gain to improved
wholesale and retail margins in Eu-
rope and Japan, as well as cost-sav-
ing initiatives.

Polo’s shares rallied on the
news, rising 6.8% to $68.14 in late-
afternoon trading on the New York
Stock Exchange.

Polo’s performance under-
scores how the prolonged decline
in consumer spending is forcing
luxury retailers to reckon with a
rising wave of frugality, even
among the well-to-do. Mr. Farah
said the company will bring its
“Blue Label” line of less expensive
sportswear to Saks Fifth Avenue in
the fall. The collection has been
sold only at Polo boutiques.

Polo’s sales at stores open at least
a year, a key measure of retail health,
fell 9% in the quarter, with a deeper
decline at its full-priced boutiques.
Excluding the impact of Polo’s e-com-
merce sales, which rose 14%, retail
sales fell 11% in the quarter.

Areas of strength included the
Polo men’s sportswear line, as well
as Lauren jeans, and the moderately
priced Chaps line.

Polo remained cautious in its out-
look for the current quarter, antici-
pating that wholesale revenue and
sales at its global network of bou-
tiques will decline by a low double-
digit percentage. For the full fiscal
year, the company reaffirmed its
May forecast of a high single-digit de-
cline in revenue.

Mr. Farah declined to comment
on the outlook for back-to-school
sales. He said he expects to see an im-
provement in the fashion designer’s
same-store sales in September on
easy comparisons to last year. But he
cautioned that such sales numbers
can be deceptive.

“If you see a 1% increase or a 1% de-
crease…it’s going to feel better than
seeing 9%, 10% and 14% decreases,”
Mr. Farah said. “But does that mean
that business is better? I am not sure
you can draw that conclusion.”
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Gl High Yield I US BD LUX 08/04 USD 3.89 39.9 –1.5 –0.5
Gl Value A GL EQ LUX 08/04 USD 10.10 19.0 –27.9 –25.0
Gl Value B GL EQ LUX 08/04 USD 9.32 18.3 –28.6 –25.7
Gl Value I GL EQ LUX 08/04 USD 10.70 19.4 –27.4 –24.4
India Growth A - OT OT LUX 08/04 USD 108.04 NS NS NS
India Growth AX OT OT LUX 08/04 USD 94.34 63.3 0.8 –2.1
India Growth B - OT OT NA 08/04 USD 113.65 NS NS NS
India Growth BX OT OT LUX 08/04 USD 80.97 62.4 –0.1 –3.1
India Growth I EA EQ LUX 08/04 USD 97.56 63.7 1.2 –1.8
Int'l Health Care A OT EQ LUX 08/04 USD 124.12 5.7 –16.9 –11.3
Int'l Health Care B OT EQ LUX 08/04 USD 105.13 5.1 –17.7 –12.2
Int'l Health Care I OT EQ LUX 08/04 USD 135.17 6.2 –16.2 –10.6
Int'l Technology A OT EQ LUX 08/04 USD 94.47 29.1 –17.5 –14.4
Int'l Technology B OT EQ LUX 08/04 USD 82.20 28.4 –18.3 –15.2
Int'l Technology I OT EQ LUX 08/04 USD 105.59 29.8 –16.8 –13.7
Japan Blend A JP EQ LUX 08/04 JPY 6181.00 15.2 –24.7 –25.4
Japan Growth A JP EQ LUX 08/04 JPY 6019.00 8.2 –25.7 –26.0
Japan Growth I JP EQ LUX 08/04 JPY 6173.00 8.7 –25.1 –25.4
Japan Strat Value A JP EQ LUX 08/04 JPY 6230.00 20.8 –25.1 –25.7
Japan Strat Value I JP EQ LUX 08/04 JPY 6374.00 21.4 –24.5 –25.1
Real Estate Sec. A OT EQ LUX 08/04 USD 12.72 19.2 –25.0 –19.5

Real Estate Sec. B OT EQ LUX 08/04 USD 11.68 18.6 –25.7 –20.3
Real Estate Sec. I OT EQ LUX 08/04 USD 13.63 19.8 –24.3 –18.8
Short Mat Dollar A US BD LUX 08/04 USD 7.09 7.3 –2.6 –8.4
Short Mat Dollar A2 US BD LUX 08/04 USD 9.41 7.4 –2.8 –8.4
Short Mat Dollar B US BD LUX 08/04 USD 7.09 7.1 –3.1 –8.8
Short Mat Dollar B2 US BD LUX 08/04 USD 9.38 7.1 –3.2 –8.9
Short Mat Dollar I US BD LUX 08/04 USD 7.09 7.7 –2.1 –7.9

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 08/04 GBP 7.15 7.4 –8.7 –11.1
Andfs. Borsa Global GL EQ AND 08/04 EUR 5.90 1.7 –24.9 –21.3
Andfs. Emergents GL EQ AND 08/04 USD 15.14 51.4 –14.5 –10.3
Andfs. Espanya EU EQ AND 08/04 EUR 12.57 16.2 –7.6 –13.9
Andfs. Estats Units US EQ AND 08/04 USD 13.52 10.9 –21.3 –16.0
Andfs. Europa EU EQ AND 08/04 EUR 7.07 9.0 –18.3 –19.5

Andfs. Franca EU EQ AND 08/04 EUR 8.69 4.9 –19.4 –21.5

Andfs. Japo JP EQ AND 08/04 JPY 501.29 14.4 –21.5 –24.4

Andfs. Plus Dollars US BA AND 08/04 USD 8.88 5.3 –11.5 –8.6

Andfs. RF Dolars US BD AND 08/04 USD 10.89 6.6 –3.7 –1.5

Andfs. RF Euros EU BD AND 08/04 EUR 10.39 16.0 –1.4 –3.6

Andorfons EU BD AND 08/04 EUR 13.84 16.0 –2.3 –6.1

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

Andorfons Mix 30 EU BA AND 08/04 EUR 8.96 10.7 –14.2 –12.4

Andorfons Mix 60 EU BA AND 08/04 EUR 8.56 5.4 –23.1 –19.0

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 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 08/05 EUR 9.49 –5.8 –8.0 –3.3

DJE-Absolut P GL EQ LUX 08/05 EUR 187.84 7.2 –10.8 –12.1

DJE-Alpha Glbl P EU BA LUX 08/05 EUR 163.92 6.6 –7.9 –8.5
DJE-Div& Substanz P GL EQ LUX 08/05 EUR 194.68 11.3 –6.8 –9.5
DJE-Gold&Resourc P OT EQ LUX 08/05 EUR 151.02 15.5 –7.1 –5.9
DJE-Renten Glbl P EU BD LUX 08/05 EUR 126.93 6.1 5.4 2.1
LuxPro-Dragon I AS EQ LUX 08/05 EUR 142.71 53.7 13.8 –4.3
LuxPro-Dragon P AS EQ LUX 08/05 EUR 139.17 53.4 13.1 –5.3
LuxTopic-Aktien Europa EU EQ LUX 08/05 EUR 15.70 9.6 –3.0 –7.2
LuxTopic-Pacific AS EQ LUX 08/05 EUR 14.24 57.3 –17.2 –17.4

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 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

Continued from previous page

Please turn to next page

Huron takes a big hit
as accounting falls short

Source: WSJ Market Data Group

DAILY SHARE PRICE SINCE OFFER

Huron Consulting

’04 ’05 ’06 ’07 ’08 ’09

IPO price: $15.50

100%

80

60

40

20

0

Midday Wednesday: $14.06
Change from offering price:
down 9.3%

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

China restates easy-credit stance

UOB profit sinks on bad debts
Singapore lender sees
brighter times ahead;
an industry upturn?
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By Gregory Zuckerman

Financial downturns often ex-
pose accounting problems at com-
panies, but scandals have been no-
ticeably absent in the recent tur-
moil. Not so anymore.

Late Friday, Huron Consulting
Group Inc. said it would restate the
last three years of financial results,
withdraw its 2009 earnings guid-
ance and lower its outlook for 2009
revenue.

The accounting snafu, which
has hurt the company’s share price,
was all the more surprising be-
cause Huron traces its roots to
Arthur Andersen LLP, the account-
ing firm at the heart of the last
wave of scandals.

A dose of added irony is that Hu-
ron makes its money providing fi-
nancial and legal consulting ser-
vices, including forensic-style in-
vestigative work, and tries to help
clients avoid these types of mis-
takes.

“Investors are saying, ‘These
guys had to know what happened
with the accounting, or they should
have known,’ ” says Sean Jackson,
an analyst at Avondale Partners
who dropped his rating to the equiv-
alent of “hold” from “buy.”.

Investors fear the accounting is-
sues, which will reduce net income
by $57 million for the periods in
question, might damage the firm’s
credibility.

Wednesday morning, Huron
shares were up 3.1% at $14.16 in
New York trading. They had
plunged 70% Monday, closing be-
low its initial public offering price
for the first time since the shares
listed in 2004.

Huron, based in Chicago, was
started in May 2002 by refugees
from Arthur Andersen who fled the
firm after it was indicted for its
role in the collapse of Enron Corp.

At the time, the group said that
it would specialize in bankruptcy
and litigation work, as well as edu-
cation and health-care consulting,
and that it would work with more
than 70 former clients of Arthur
Andersen. Arthur Andersen’s
guilty verdict was later over-
turned, but it was too late to save
the firm, which was dismantled.

Today, fewer than 10% of the
company’s employees came di-
rectly from Andersen, according to
a Huron spokeswoman.

Huron on Friday also an-
nounced preliminary second-quar-
ter revenue that was shy of ana-
lyst expectations, along with the
resignations of Gary Holdren, its
board chairman and chief execu-
tive; finance chief Gary Burge; and

chief accounting officer Wayne
Lipski.

“No severance expenses are ex-
pected to be incurred by the com-
pany as a result of these manage-
ment changes,” Huron’s regulatory
filing said.

Huron is restating its financial
statements to correct how it ac-
counted for certain acquisition-re-
lated payments to employees of
four businesses that Huron pur-
chased since 2005.

Huron said the employees
shared “earn-outs,” or financial re-
wards based on the performance of
acquired units after the transac-
tion was completed, with junior em-
ployees at the units who weren’t in-
volved in the original sale. They
also distributed some of the pro-
ceeds based on performance of em-
ployees who remained at Huron,
not based on the ownership inter-
ests of those employees in the busi-
nesses that were sold.

The payments were legal. The
problem was how Huron ac-
counted for these payouts. The
compensation should have been
booked as a noncash operating ex-
pense of the company. The method
the company used to book the pay-
ments served to increase its profit.

Part of investors’ concern is
that they aren’t entirely sure what
happened at Huron. The company’s
executives aren’t speaking with an-
alysts, some said Tuesday.

“It’s still unclear what hap-
pened, but it’s almost irrelevant at
this point,” says Tim McHugh, an
analyst at William Blair & Co., who
has the equivalent of a “hold” on
the stock, down from a “buy” last
week. “The company’s brand has
been impaired and turnover of key
employees is a significant risk.”
 —Joann Lublin and

Cassell Bryan-Low
contributed to this article.
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By Andrew Batson

BEIJING—China’s central bank
reaffirmed its intention to continue
easy-credit policies, citing numer-
ous risks to early signs of a recovery
in the global economy.

“China’s economy is now in a criti-
cal period of stabilization and recov-
ery, and maintaining stable and rapid
economic growth is still the most im-
portant task we face,” the People’s
Bank of China said in its quarterly
monetary-policy report. “Although
the general trend of stabilization in
the [global] economy has been basi-
cally established, the process of recov-
ery may be slow and tortuous.”

With global demand for China’s
exports still weak, a solid rebound de-

pends on domestic consumption and
investment, the central bank said.
Chinese companies may be more will-
ing to ramp up production now that
inventories have been reduced.

Sentiment among private-sector
businesses remains weak, it said,
and consumers’ worries about future
income could crimp spending. “The
foundation of the economic recovery
is not yet stable,” it said, echoing
other agencies’ recent comments.

The central bank also cited nu-
merous uncertainties to the outlook
for the global economy, including
changes in the U.S. dollar’s ex-
change rate, commodity prices, in-
flation expectations and protection-
ism. “These factors could, in combi-
nation with inevitable shocks to the

economy and financial markets, test
market confidence and affect the
progress of the recovery,” it said.

Given such an uncertain external
environment, the central bank said
the drive to maintain domestic
growth requires continuing the poli-
cies that led to a 33% surge in bank
lending this year. It didn’t rule out mi-
nor adjustments within that broad di-
rection, and indeed has engineered
some shifts to domestic money-mar-
ket conditions in recent weeks.

“We will continue to unswerv-
ingly implement the appropriately
loose monetary policy, and carry out
fine-tuning with market tools ac-
cording to changes in the domestic
and international economic trends
and prices,” the report said.

By Farida Husna

And I Made Sentana

JAKARTA—Indonesia’s central
bank cut its benchmark overnight
rate one quarter of a percentage
point to a record low of 6.5%, while
signaling that its easing cycle may be
nearing an end as inflation will likely
pick up again.

“Bank Indonesia is closely watch-

ing the potential for inflationary
pressures in 2010, which may rise
from a recovery in domestic demand
and increasing global commodity
prices,” the central bank said after a
monthly rate-review meeting. “In
this context, future monetary policy
will be directed to anticipate the po-
tential of rising inflation, in order to
contain inflation at 5% in 2010.”

On the economy, Bank Indonesia

saidgrowththisyearmayreachtheup-
per end of its 3.5% to 4% forecast. By
comparison, the government expects
the pace of expansion to slow to be-
tween4%and4.5%from6.1%lastyear.

The rate cut was widely ex-
pected, and Bank Indonesia has cut
its policy rate by three percentage
points since embarking on its policy
easing in December to keep the econ-
omy afloat and as inflation eased.

Indonesia cuts key rate to 6.5%, but signals that’s it

By Patricia Kowsmann

SINGAPORE—United Overseas
Bank Ltd. reported a 22% drop in
second-quarter net profit as bad-
debt charges increased, but its
chief executive gave a more up-
beat outlook on the bank’s pros-
pects.

The bank, Singapore’s second-
largest lender by assets, said net
profit for the three months ended
June 30 was 470 million Singapore
dollars (US$328 million), or
S$1.18 a share, down from S$601
million, or S$1.57 a share, a year
earlier.

“Looking ahead, we are cer-
tainly more upbeat about pros-
pects as global sentiment im-
proves,” Chief Executive Wee Ee
Cheong said in a statement. “How-
ever, there are still structural is-
sues confronting the global system.
The bottoming-out process and eco-
nomic recovery will be gradual.”

The bank continued to take
higher impairment charges for
loans, investments and foreclosed
assets, but it said most were made
“on a prudence stance.”

Amortization and impairment
charges for the quarter rose to
S$467 million from S$183 million
a year earlier and S$380 million in
the first quarter. But the bank said
credit deterioration “was not as
bad as what many have predicted.”

“The results weren’t that excit-
ing, but we are starting to see
some improvement in the outlook
for the banks,” said Kim Eng ana-
lyst Pauline Lee. “They continued
to record higher impairments, but
they were of general nature, signal-
ing the bank is just being prudent.
Specific provisions are actually
falling.”

Net interest income rose to
S$908 million from S$873 million,
while noninterest income was basi-
cally flat at S$551 million.

The bank’s nonperforming loan
ratio rose to 2.4% in June from
2.1% in March and 1.5% a year ear-
lier. It said net customer loans de-
clined 1.9% from the first quarter
to S$97.8 billion at June 30.

Chief Financial Officer Lee Wai
Fai said at a news conference that
the bank expects nonperforming
loans to continue rising, but at a
slower pace.

Housing loans increased, but
lending to financial institutions
and the manufacturing and gen-
eral commerce sectors fell, UOB
added. Singapore’s property mar-
ket has been picking up in the past
months, as buyers take advantage
of a drop in prices.

Analysts say that although UOB
has been conservative during the
crisis, it could be shifting gears in
the second half of the year as the
outlook improves.

“Going forward, we expect UOB
to change course and shift to
‘growth’ mode in the second half
from the current ‘capital preserva-
tion’ mode,” J.P. Morgan said in a
note to clients.

Net interest margin—a key mea-
sure of profitability for the bank-
ing industry—rose to 2.35% from
2.23% a year earlier, but fell com-
pared with 2.41% in the first quar-
ter.

Analysts have said margins
should continue to fall for the rest
of the year as loan spreads decline.
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CF Industries willing to raise bid for Terra

Creditors target Ssangyong assets
Parts suppliers seek
breakup of car maker
in Seoul court filing

—Compiled from staff
and wire service reports.

British Airways PLC

British Airways PLC Wednesday
said passenger traffic in July edged
up 1% year-on-year as capacity de-
clined, but said its outlook remained
unchanged. Investors welcomed the
rise by sending BA shares up 12
pence, or 8%, to 162 pence. BA had al-
ready said last month that volumes
and seat factors had stabilized dur-
ing its fiscal first quarter and were
expected to improve in the peak sum-
mer months. Irish low-cost carrier
Ryanair Holdings PLC Wednesday
said its passenger traffic in July
jumped 19% year-on-year to 6.7 mil-
lion passengers. It said its load fac-
tor, or the proportion of available
seats filled, last month was un-
changed year-on-year at 89%. BA’s
load factor climbed 3.1 percentage
points to 84.6%.

Nikon Corp.

Nikon Corp. fell into the red in
the fiscal first quarter due to a de-
cline in global demand for semicon-
ductor devices and as the strong yen
crimped earnings from its mainstay
camera sales. The Tokyo-based op-
tics and imaging equipment maker
posted a loss of four billion yen ($42
million) in the quarter ended June
30, compared with a 17.95 billion yen
profit in the same period a year ear-
lier. Nikon also lowered its full-year
earnings guidance, projecting a net
loss of 28 billion yen, compared
with a previous forecast for a 17 bil-
lion yen loss. However, Nikon raised
its forecast for annual revenue to
710 billion yen from 680 billion yen.
It said first-quarter revenue fell 26%
to 175.15 billion yen.

OMV AG

OMV AG, a Central European oil
and gas company, said its second-
quarter net profit fell 79% because
of slumping crude prices. Austria-
based OMV also said it is still negoti-
ating to take over Petrol Ofisi AS,
Turkey’s largest fuel distributor.
OMV already owns a 41.6% stake in
Petrol Ofisi, which operates 3,200
filling stations across Turkey and
employs 1,100 people. OMV wants to
acquire a further 54.2% from Dogan
Holding, a Turkish company with
media and energy interests. The re-
maining 4.2% is in free float. OMV
said its net profit dropped to Œ144
million ($207.3 million) from Œ684
million a year earlier. Revenue was
down 41% to Œ4.1 billion.

CORPORATE NEWS GLOBAL
BUSINESS

BRIEFS

By Ross Kelly

SYDNEY—Qantas Airways Ltd.
Chief Executive Alan Joyce said he
doesn’t expect Australia’s national
carrier to merge with another air-
line for at least a decade, and
painted a bleak picture for the avia-
tion industry in the short term.

Mr. Joyce also predicted that at
least one competitor will drop out
of the cramped Pacific route be-
tween Australia and the U.S., and
confirmed that Qantas has sus-
pended plans to list its frequent-
flier business indefinitely.

“It’s definitely off the radar screen
for us,” he said, adding that the value
of the business isn’t currently re-
flected in the Qantas share price.

Merger talks between Qantas
and British Airways PLC fell
through last year and Qantas also
has held merger discussions with
Singapore Airlines Ltd. and Malay-
sian Airline System Bhd.

Since then, a sharp economic
downturn has devastated the glo-
bal aviation industry, forcing
many businesses into mergers or
bankruptcy.

While industry conditions have
stabilized since April, Mr. Joyce ac-
knowledged that the short-term
outlook for the industry “is dire,”
with 20 airlines expected to col-
lapse this year, he said.

Consolidation is back on the
agenda, he said, with merger activ-
ity accelerating in Europe and, to a

lesser extent, the U.S.
But Mr. Joyce said Qantas

learned from its experience with
British Airways that mergers be-
tween national airlines are “ex-
tremely hard” to achieve on com-
mercial terms acceptable to both
parties.

Tough regulatory hurdles and
the potential for management to
become distracted also present dif-
ficulties, he said.

“It’s going to take a lot longer
than we originally thought,” he
told an aviation conference, refer-
ring to the likelihood of a merger.

“It’s still the way the industry
will go, but I’m not sure it’s going
to be in the next few years; it’s go-
ing to be 10 years-plus,” he said.

Qantas gives dim airlines outlook

By Geoffrey A. Fowler

And Jeffrey A. Trachtenberg

Sony Corp. plans to offer two new
e-reader devices priced at $199 and
$299, a move that intensifies competi-
tion in a burgeoning market domi-
nated by rival Amazon.com Inc.

Sony also plans to cut prices on
best-selling e-book titles in its online
store to $9.99 from $11.99, matching
the discount price offered by Amazon
for users of its Kindle device and
Barnes & Noble Inc.’s Fictionwise.

Sony’s new Readers, called the
PRS-300 and PRS-600, are expected
to go on sale later in August. The
smaller Sony device costs $100 less
than Amazon’s least-expensive Kin-
dle. Sony’s new e-readers—the first
of their type in the U.S. to break the
$200 price point—replace earlier ver-
sions of the Reader, which cost $269
and $399.

Sony’s PRS-300 model will feature
a five-inch screen. The device, to be
marketed as the Pocket Edition, will
feature a lightweight design. The
PRS-600, to be marketed as the Touch
Edition, will have a six-inch touch
screen, a feature not available on the

Kindle. The Kindle screen is also six
inches, though Amazon introduced a
larger version in May, the DX, for view-
ing digitized textbooks, business doc-
uments and periodicals.

The Kindle and a forthcoming
reader from Plastic Logic both come
with wireless service to download
books and other content onto the de-
vices without plugging them into a
computer. Sony’s devices do not, al-
though Sony is developing an
e-reader with wireless connectivity

that could be released before the holi-
day shopping season, according to a
person familiar with the matter. So-
ny’s $9.99 price for best-sellers under-
scores how tough its competition is.
“Right now everybody is fighting up-
hill against Amazon,” said Arthur Kle-
banoff, co-founder and chief execu-
tive of New York-based e-book pub-
lisher RosettaBooks LLC.

He estimates he gets about 10
times more revenue from selling Kin-
dle titles thanhe does for books for So-

ny’s readers.
Sony is losing more money at that

price since it typically would pay
$12.50 for the e-book edition of a new
hardcover best-seller priced at $25.

Some doubt the $9.99 price will be
permanent. “This is a market very
much in flux,” said Mark Suchomel,
president of the Independent Publish-
ers Group, a unit of Chicago Review
Press Inc.
 —Daisuke Wakabayashi

contributed to this article.

Sony sets new e-readers for U.S. at lower price

By Kyong-Ae Choi

SEOUL—Some creditors of
Ssangyong Motor Co., South Korea’s
smallest auto maker, have filed a peti-
tion with a Seoul court to have the
debt-stricken company liquidated, a
creditor representative said.

“It was an inevitable decision to
file a liquidation plan to retrieve
even some of assets before their
value falls further,” said Choi Byeong-
whoon, who represents about 600
auto-parts suppliers that are Ssangy-
ong creditors.

The auto-parts creditors submit-
ted the liquidation proposal to the
Seoul Central District Court on
Wednesday as planned.

Shares in Ssangyong ended down
15% at 1,760 won ($1.44) as investors
rushed to sell the stock. The Korea Ex-
change said the petition won’t halt
the trading of Ssangyong shares.

“Only when the court or the com-
pany decides or files for cancellation

of bankruptcy protection will the
stock trading be brought to a halt,”
an exchange official said.

If the court sides with the credi-
tors, they will be able to receive pay-
ments owed to them through the sale
of Ssangyong assets, according to
the central court.

Fired Ssangyong workers, pro-

testing the company’s layoffs, have
occupied its Pyeongtaek plant for 76
days as of Wednesday, resulting in
316 billion won, or 14,590 units, in
production losses, the company
said.

Police commandos used ropes
from helicopters to gain access to
the roof of a vehicle paint shop at the

plant Wednesday, while another
paint shop was still in the hands of
about 500 Ssangyong union mem-
bers.

A liquidation of Ssangyong would
leave South Korea with four car mak-
ers—Hyundai Motor Co., Kia Motors
Corp., GM Daewoo Auto & Technol-
ogy Co. and Renault Samsung Mo-
tors Corp.

“The court may stop the court
[bankruptcy] protection process and
let the car maker go as requested by
creditors if their proposal makes
sense,” Min Jung-suk, a judge at the
court, said in an interview.

Ssangyong said it had no com-
ment on the submission.

Ssangyong owes a combined 300
billion won to the parts manufactur-
ers, Mr. Choi said. Ssangyong also
owes 240 billion won to state-owned
Korea Development Bank.

KDB extended the loans taking
Ssangyong’s Pyeongtaek plant as col-
lateral, while the parts companies
have no such guarantee for unpaid
payments for the auto parts they
have supplied to Ssangyong, Mr. Min
said.

The company has been under
bankruptcy protection since Febru-
ary.

Henkel AG

Quarterly profit increases
after year-earlier charges

Germany’s Henkel AG, the maker
Persil detergent and Loctite adhe-
sive, posted a sharp increase in sec-
ond-quarter net profit, after charges
weighed on its year-earlier results.
The company said lower raw-materi-
als prices and cost cutting helped
buoy the results despite a 15% decline
in organic sales in its adhesives busi-
ness. Henkel also said it is optimistic
about the third quarter amid signs
that its adhesives business has stabi-
lized. Net profit climbed to Œ143 mil-
lion ($206 million) from Œ38 million
a year earlier, when charges, related
mainly to the acquisition of the adhe-
sives and electronic-materials units
of National Starch in April 2008,
weighed on the bottom line. Sales for
the quarter fell 5% to Œ3.49 billion.

Qantas CEO Alan Joyce says airlines
face ‘dire’ short-term prospects.

South Korean police in a container above the roof of a Ssangyong vehicle plant
occupied by striking workers in Pyeongtaek on Wednesday.

By Kerry Grace Benn

CF Industries Holdings Inc. said
Wednesday it is prepared to raise its
bid for rival fertilizer company Terra
Industries Inc. if the two companies
can reach a merger agreement.

CF said it would be willing to pay
0.465 of a CF share for each Terra
share. It previously was offering
Terra shareholders between 0.4129
and 0.4539 of a CF share. The new of-

fer values Terra at $3.71 billion, or
$37.20 a share based on CF’s closing
price Tuesday. That’s more than dou-
ble the price at which Terra’s shares
traded before CF first announced its
takeover plan.

CF also said it is prepared to re-
turn at least $1 billion in cash to
stockholders of the combined com-
pany after the transaction closes,
likely through open-market pur-
chases or a tender offer.

The new offer is the latest move
in a three-way merger battle that
has involved the industry for
months. CF itself is the subject of a
$3.7 billion takeover attempt by a
third fertilizer maker, Agrium Inc.

CF has repeatedly rejected Agri-
um’s approaches in favor of a deal
for Terra. But Terra likewise has re-
peatedly said no to CF, which
launched its effort at the start of the
year and boosted its bid in March.
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Asian investors take profits
as doubts set in on recovery
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British loan shark gets 5-year prison term
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Prime time for banks in Asia
As hedge funds heal,
brokerage services
get attention again
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By Colin Ng

And Kirsty Green

Asian markets ended lower
Wednesday as investors awaited
clues on whether the recent upward
momentum could be sustained.

“Playersarewor-
ried that markets
are becoming in-
creasingly immune
to positive cues,

while any negative cues may trigger
profit-taking,” said Investrust Chief
Executive Hiroyuki Fukunaga.

Japan’s Nikkei Stock Average of
225 companies ended down 1.2% at
10252.53 after closing at a 10-month
high in the previous session.

Auto stocks were sold following
recent gains on better-than-ex-
pected earnings. Toyota Motor fell
1.2% after reporting April-June re-
sults Tuesday after the market
close. While Toyota’s net loss beat
estimates, shares had already run
up after Nissan Motor and Honda
Motor posted earnings last week.

After each recorded gains in the
previous four sessions, China’s
Shanghai Composite dropped 1.2%
to 3428.50 and Australia’s S&P/ASX
200 lost 1% to 4264.50.

In Shanghai, Baoshan Iron &
Steel fell 4.3% and Maanshan Iron &

Steel dropped 2.5% as investors
locked in profits.

In Sydney, David Jones dropped
8.4% after the department-store
chain reported tepid fourth-quarter
sales growth of 0.6% and a decline in
like-for-like sales of 1.2%.

In Hong Kong, profit-taking in
property companies, a sharp drop in
Cathay Pacific and declines on Chi-
na’s stock markets led the Hang Seng
Index 1.5% lower to 20494.77. Sun
Hung Kai Properties dropped 4.7%,
Henderson Land slid 4.6%, and New
World Development fell 4.4%.

Cathay Pacific erased early gains
to end 3.6% lower despite posting a
first-half net profit, reversing a net
loss in the year-earlier period.

“The interim results of Cathay Pa-
cific are disappointing, as the profit
is mainly supported by its hedging
gains. … It would be still in the red ex-
cluding this amount,” said Francis
Lun, a general manager at Fulbright
Securities.

In Taipei, the Taiex gave up 1.6%
to close at 6848.24 as financial sec-
tor stocks weighed on the market.
Chinatrust Financial fell 5.5% after
the company revised down its first-
half unaudited net profit 93% due to
provisions to compensate clients
for investment losses associated
with Lehman Brothers’ securities.

By Ellen Sheng

HONG KONG—As hedge funds in
Asia recover from the wave of re-
demptions and losses that hit the in-
dustry last year, banks in the region
are gearing up their prime broker-
ages to meet growing demand.

A number of recent appoint-
ments show that prime brokerages
are slowly rebuilding their busi-
nesses or even expanding. Banks cut
back their prime brokerage busi-
nesses last year as investor redemp-
tions forced hedge funds to close or
pare down offices in the region.
Most of the hiring now is in the area
of capital introduction, a service
that helps hedge funds raise capital
and had been massively reduced, in-
dicating that hedge funds are rais-
ing capital once more.

Citigroup Inc., Bank of America
Corp.’s Bank of America Merrill
Lynch and Morgan Stanley made
some recent hires, while Credit
Suisse Group AG and BNP Paribas
SA are expanding their prime-bro-
kerage businesses and looking to
gain market share. Japanese bank
Nomura Holdings Inc. which
bought Lehman Brothers’s Asia op-
erations last year, will launch a
prime-brokerage business around
the end of the year, according to peo-
ple familiar with the situation. The
firm has been rebuilding Lehman’s
Asian prime-brokerage operations,
which were put on hold after the ac-
quisition.

“We are seeing stabilization
across the hedge-fund industry. The
lead indicators, such as increased in-
vestor activity in the region, sug-
gest we will see significant new in-
flows in Asia in the fourth quarter,”
said Richard Webb, co-head of eq-
uity-financing products for Asia at
Morgan Stanley. Equity financing in-
cludes prime brokerage.

Prime brokerages, which offer
services such as clearing, securities
lending and financing for assets for
hedge funds, have had a tumultuous
year as markets ate away at hedge-
fund returns and investors clam-
ored for redemptions. Asian hedge
funds were particularly hard-hit; as-
sets under management were al-
most halved from their peak.
Growth in Asia’s relatively new
hedge-fund industry ground to a
halt last year as the number of fund
closures outnumbered openings.

Asian funds focus largely on tak-
ing either long or short positions in
stocks—a strategy that didn’t do
well last year. Moreover, Asian
funds were hurt disproportionately
as foreign investors repatriated
money. The fallout caused some
hedge funds, such as Citadel Invest-
ment Group LLC, Ramius LLC and
Tantallon Capital Advisors to close
or pare down offices in the region.
Prime brokers in the region down-
sized and reorganized in response.

The picture has turned around as
the rally in Asian markets has
buoyed hedge-fund returns in re-
cent months. The Eurekahedge
Asian Hedge Fund Index rose about
1.5% in June and is up 18.6% for the

year, compared with a decline of
20.7% a year ago. By comparison,
the Eurekahedge Hedge Fund Index,
which tracks hedge funds globally,
inched up 0.13% in June and is up
11.3% for the year, following an 11.5%
decline last year.

Hedge funds in Asia, excluding Ja-
pan, had a total of US$93.3 billion in
assets under management at the
end of June, according to Eureka-
hedge, an increase of US$46 million
from the month before.

Prime brokers are still smaller
than they were a year ago, but they
are doing far better than they were
at the beginning of the year.

Citigroup recently created a new
sales and capital introduction posi-
tion in Asia and has been expanding
its prime brokerage in the region.
The firm added 10 people to its team
in the past year. “Performance-wise,
clients are doing quite well across
the region … general interest into
the region is beginning to increase,”
said Hannah Goodwin, head of re-
gional prime finance at Citigroup.

Also in the past few months,
Bank of America Merrill Lynch
brought on James Fallon from
Tremont Capital Management for
prime-brokerage sales and Joanne
Bryant-Rubio from CLSA for capi-
tal introduction. Morgan Stanley’s
Mr. Webb said the firm’s prime-
brokerage business is making sev-
eral senior hires in sales and capi-
tal introduction in the region, in-
cluding the recent hire of Marcella
Lui in the Asia capital-introduc-
tions team from Sail Advisors.

In its last earnings conference
call, Credit Suisse, which had a
small existing business, identified
prime brokerage as one of its key
client businesses and is working to
expand in the region. In June, the
bank hired Matt Pecot, UBS’s head
of prime brokerage for the Ameri-
cas, as its Asia head of prime ser-
vices, based in Hong Kong. The
firm also hired Benjamin Happ as
head of capital services in Asia in
July. He was previously head of
business development at Abax Glo-
bal Capital.

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

LONDON—A British loan shark
who became a millionaire on the
back of debts that charged up to
2,437% interest, was sent to prison
for five years on Wednesday.

Multimillionaire John Kiely, 36
years old, was sentenced at
Manchester Crown Court for of-
fenses including blackmail and ille-
gal money lending.

“It’s clear to me you are a ruth-
less individual who has displayed a

high degree of criminal sophistica-
tion,” said Judge Adrian Smith.

The jury had heard how Mr. Kiely
charged used an army of enforcers
to collect debts owed by poor fami-
lies living in Manchester, the U.K.’s
Press Association reported.

Prosecutor Ben Mills said Mr.
Kiely made a profit of £2.9 million
($4.9 million) between October 2003
and his arrest in October last year.

Whenhe was arrested, Mr.Mills es-
timated he had £800,000 in outstand-

ing loans spread among 900 clients.
Mr. Kiely was convicted of two

counts of blackmail against Donna
Ockerby, 45, who told the court she
was left fearing for her life and was
forced to move to a secret location
to escape him. He was also found
guilty of one count of acquiring crim-
inal property, two counts of conceal-
ing, disguising, converting or trans-
ferring criminal property, and two
counts of unlawfully failing to give
notice of a change in circumstances.

24 THURSDAY, AUGUST 6, 2009 T H E WA L L ST R E ET JO U R NA L .



Interpreter helps Uighurs who are in Bermuda via Cuba

Turkish premier bids to end long conflict
Erdogan meets
Kurd leader, decries
‘blood and killing’

By Paulo Prada

HAMILTON, Bermuda—Rushan
Abbas climbed the stone steps of
Camden, the official residence of
Bermuda’s premier, earlier this sum-
mer and led three island newcomers
into a stately receiving room where
the Rev. Al Sharpton was waiting.

“Thank you for your valuable
time,” said Ms. Abbas, after interpret-
ing Rev. Sharpton’s greeting to the
three men into Uighur, an obscure
language of central Asia.

Being Uighur Muslims from west-
ern China—andhaving spentthe past
sevenyearsasprisonersattheU.S.de-
tention facility in Guantanamo Bay,
Cuba—the men really had no idea
who the American civil-rights activ-
ist is.

The task of explaining many such
mysteries to the freed Uighurs has
fallen to Ms. Abbas, a 42-year-old
former office worker and mother of
three in Fresno, Calif. Since 2002,
her rare combination of language
skills, passports and Uighur activism
has made Ms. Abbas the primary link
between Guantanamo’s Uighur de-
tainees and a world far removed
from the Afghan hamlets where they
were living just before the U.S. mili-
tary captured them early in its hunt
for al Qaeda.

The men say they were passing
through the region at the time after
fleeing China, where Uighurs, a peo-
ple of Turkic descent, have long been
an oppressed minority. In early July,
clashes between Uighurs and resi-
dents from China’s Han majority led

to 197 deaths in Xinjiang province,
which is home to most Chinese Ui-
ghurs.

Ms. Abbas had never worked as
an interpreter before Sept. 11, 2001.
She has since gone from a sales job in
California, through the barbed wire
of Guantanamo, to the private jet
that Bermuda chartered to retrieve
the Uighurs after the U.S. govern-
ment freed them June 11. In the pro-
cess, Ms. Abbas, a native Uighur and
a naturalized American citizen, went
from helping the U.S. Defense Depart-
ment interrogate prisoners to work-
ing for their release.

“She got into this expecting vi-

cious, throat-slitting terrorists,” says
Sabin Willett, a Boston lawyer who
helped free the Uighurs. “Now she’s
helpingtodemythologizethosemen.”

After the Uighurs were released,
Ms. Abbas spent two weeks easing
their transition. Now, after a recent
move from Fresno to Washington,
D.C., she is on standby to fly to Palau,
in case a deal is finalized with the Pa-
cific island nation to accept 13 re-
maining Guantanamo Uighurs.

“I have to explain almost every-
thing,” says Ms. Abbas. The visit
from Rev. Sharpton, she explained to
the men and to a fourth colleague
who didn’t make the meeting, was a

show of support for Bermuda’s gov-
ernment for accepting them.

In addition to interpreting, Ms.
Abbas coordinated everything from
meals to visits from Bermudan law-
yers and government employees
who are helping them find homes,
English classes and work. On Mon-
day, the Uighurs began jobs as land-
scapers at the state-owned Port
Royal Golf Course.

As they settled in at the oceans-
ide guesthouse where they first ar-
rived, Ms. Abbas baked bread, fried
flounder, and made halwa, a sweet
confection. “She’s our translator, our
assistant, and our chef,” says Abdul-
lah Abdulqadir, 30, the most jovial of
the four men.

Ms. Abbas was born in Urumqi,
the capital of Xinjiang province and
the city where the recent violence
erupted. Her father, a scientist, be-
friended an American researcher
who invited Ms. Abbas to study in the
U.S. once she had finished a biology
degree at Xinjiang University. In
1989, she moved to Prosser, Wash.,
studied plant pathology at Washing-
ton State University, fell in love witha
professor and married. Over the next
sevenyears,Ms.Abbashadthreechil-
dren, became a U.S. citizen and grew
active in Uighur-American circles.

In 1998, when U.S.-funded Radio
Free Asia launched a Uighur lan-
guage service, Ms. Abbas became the
sole female voice on the channel. In
2000, she quit radio to work in sales
for an exporter of animal feed.

Then, as she recalls it, one Satur-
day morning a few months after the

Sept. 11 attacks, the phone rang. “I’ve
been looking for you for weeks,” the
voice on the line said.

It was an executive at Titan Corp.,
now owned by L-3 Communications
Corp.,whichwasprovidinginterpret-
ers for the U.S. military. The company
needed her in Guantanamo, where a
small group of captured Uighurs had
recently been shipped.

Three weeks later, she was in
Cuba, interpreting the interrogation
of a Uighur detainee. After the inter-
view, the detainee told interrogators
he would like to speak with Ms. Ab-
bas.“YouareRushanAbbas,”thepris-
oner said. He and others recognized
her voice from Radio Free Asia.

A U.S. government official said
some of the Uighurs before their cap-
ture lived at times in suspected ter-
rorist training camps. Investigators,
though, never had enough evidence
to prove they were indeed “enemy
combatants,” the official said.

Ms. Abbas resigned from her
Guantanamo post in 2002. In early
2003, the military transferred the Ui-
ghurs to a medium-security portion
of Guantanamo. In 2005, a group of
U.S. law firms launched a pro bono ef-
fort to free the Uighurs, but had trou-
ble communicating with the detain-
ees. “Get Rushan,” one of the detain-
ees told the lawyers.

Last October, a federal judge
ruled that the U.S. must release the
17 Uighurs who remained at Guantan-
amo. Once Bermuda accepted four of
them, Ms. Abbas helped the men un-
derstand that they would no longer
be treated as prisoners.

By Nicholas Birch

ISTANBUL—Prime Minister Re-
cep Tayyip Erdogan of Turkey met
the leader of the country’s main Kur-
dish party Wednesday, signaling a
new drive to end a 25-year conflict
that has hobbled Turkey’s status as a
rising regional power and slowed its
efforts to join the European Union.

“Our people want unity... and an
end to blood and killing,” said Mr. Er-
dogan, describing the hourlong
meeting with Democratic Society
Party head Ahmet Turk as “very,
very important.”

More than 40,000 people, mostly
Kurds, have died since the Kurdistan
Workers’ Party, or PKK, took up
arms against the Turkish state in
1984. The war has cost the country
an estimated $300 billion and
fueled opponents within the EU to
Turkey’s membership bid.

Mr. Erdogan repeatedly turned
down earlier requests for a meeting
with Mr. Turk, because the Kurdish
politician would not declare the PKK
a terrorist organization. Mr. Turk’s
party has 21 deputies in Turkey’s par-
liament and controls most municipal-
ities in the mainly Kurdish southeast.

Mr. Erdogan’s reconciliation ef-
fort is only the latest in his govern-
ment’s policy of trying to neutralize
disputes around its borders. Those
attempts have had mixed success.

In April, the government looked
close to securing a deal with Arme-

nia to reopen their common border,
which Turkey closed in 1993 to pro-
test Armenia’s war with Turkish ally
Azerbaijan. Though strongly backed
by the U.S.—President Barack
Obama praised the effort when he
visited Turkey in April—those ef-
forts collapsed, when Mr. Erdogan
backed away from the deal under
pressure from Azerbaijan.

Turkish efforts to resolve the dis-
pute over divided Cyprus in 2004,
30 years after Turkey invaded the is-
land, also ran aground, due to Greek
Cypriot opposition. That failure has
left in place an larger hurdle to Tur-
key’s EU bid.

Mr. Erdogan in 2005 broke with
Turkey’s traditional policy of seeing
the Kurdish issue as a simple matter
of fighting terrorism when he prom-
ised “more democracy” for Turkey’s
Kurds. Like Turkish leaders before
him, however, he didn’t follow up
words with policies.

Mr. Erdogan’s Kurdish initiative
faces opposition and long odds. The
leader of a Turkish nationalist
party, Turkey’s third largest, ac-
cused the government Saturday of
“surrendering to terrorists” bent on
dividing the country.

Yet many analysts say the new
Kurdish opening is qualitatively dif-
ferent from anything that came be-
fore. “For the first time ever, Turk-
ish state institutions are working in
synch to solve the problem,” said
Henri Barkey, a Turkish expert at
the Carnegie Endowment for Inter-
national Peace, a Washington-based
think tank.

The main catalyst for Turkey’s
new sense of urgency is Washing-
ton’s announcement that it plans to
pull its soldiers out of Iraq, Turkey’s

southern neighbor, by 2011. The
planned withdrawal has speeded up
a rapprochement between Turkey
and Iraqi Kurds, whose relations
have been blighted for years by the
PKK’s use of Iraqi Kurdish moun-
tains for its military bases.

In 2007, Iraqi President Jalal Tal-
abani, an ethnic Kurd, turned down
Turkish demands for cooperation
over the PKK, saying that he would
not expel “even a Kurdish cat.” To-
day, Iraqi Kurds increasingly see An-
kara as an alternative to Washing-
ton in its struggle to maintain auton-
omy from an increasingly powerful
Baghdad. Both sides agree the PKK’s
presence in Iraq is an obstacle to
closer relations.

There is an economic side to the
rapprochement too. “Turkey wants
to use northern Iraqi gas for
Nabucco,” says Bayram Bozyel, a
Turkish Kurdish politician, refer-
ring to a pipeline project that the
U.S. and EU hope will help break a
Russian stranglehold on European
natural gas supplies. “And the
[Iraqi] Kurds want to pump gas
north.” That would be risky in the
midst of a guerrilla war.

Details of the government’s Kurd-
ish initiative remain sparse. In mid-
July, Mr. Erdogan’s chief political ad-
viser proposed opening Kurdish lan-
guage departments in universities,
giving Kurdish names back to vil-
lages, and setting up a parliamen-
tary commission to investigate the
unsolved murders of Kurdish civil-
ians at the height of the PKK war.

Said Bayram Bozyel, the Kurdish
politician, said: “There are huge
hopes this time. If they are disap-
pointed, God only knows what could
happen.”

Ex-detainee Abdullah Abdulqadir, left, with interpreter Rushan Abbas in June.
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Fighting fires
Turkey’s government has a policy of trying to resolve long running 
disputes with its neighbors, but with mixed success.

Kurdish war: Turkey has 
started talks to end a 25-year 
conflict, helped by recent 
cooperation from authorities 
across the border in Kurdish 
Northern Iraq, where many 
Kurdish militants are based. 

Armenia: Turkey and Armenia 
looked set this April to agree to 
reopen a shared border closed 
since 1993, in protest at 
Armenia’s war with Turkish ally 
Azerbaijan. The rapprochement 
stalled after fierce objections 
from Azerbaijan.

Cyprus: Turkey backed a UN-brokered 
reunification plan in 2004, a radical 
departure since Turkish troops split the 
island by invading in 1974. Greek 
Cypriots, however, voted against the 
plan and negotiations to find a solution 
continue.

Israel: Turkey's hopes to become an 
honest broker in the Palestinian-Israeli 
conflict were dented in Davos this 
January, when Prime Minister Recep 
Tayyip Erdogan told Israili President 
Shimon Peres 'you know well how to 
kill people.'

Syria: Long strained, Turkey's relations 
with Syria have improved dramatically 
since 1998.  Wags now call Syria 
Turkey's 82nd province.Source: WSJ research
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Turkey's Prime Minister Recep Tayyip Erdogan, left, and Pro-Kurdish 
Democratic Society Party leader Ahmet Turk meet at the Turkish 
Parliament in Ankara on Wednesday.
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European bonds set a record
Issuance surpasses
2001 high as market
rebounds from crisis

Merrill’s Sontag to retire
in wake of Krawcheck hire

Harvard hires fund manager
from hedge-fund Caxton

By Sonja Cheung

LONDON—European bond mar-
kets made history Wednesday, with
the volume of bonds issued by compa-
nies other than financial institutions
topping the previous annual high with
nearly five months left in the year.

The supply of investment-grade
bonds issued by nonfinancial compa-
nies so far this year hit Œ200.8 billion
($289.13 billion) following the latest
offering from European Aeronautic,
Defence & Space Co., which issued a
Œ1 billion bond maturing August
2016. The previous record for issu-
ance was Œ200.1 billion, set in 2001,
according to Société Générale.

The volume of high-value syndi-
cated loans issued to European bor-
rowers has declined since the credit
crunch first hit, falling to Œ235 bil-
lion so far this year from Œ651 billion

in 2008, figures from data provider
Dealogic showed. The 2008 total
represents a drop of nearly 50%
from the Œ1.28 trillion seen in 2007.

For a while during the financial
crisis, bank finance took over as mar-
ket finance dried up. But this year,
the bond markets have been back
with a vengeance. As banks curb
lending in an effort to strengthen
their own finances, the bond mar-
kets have come to life.

The Œ200.8 billion figure
reached Wednesday means that
bond issuance by nonfinancial com-
panies has soared by almost 50%
from the Œ134 billion seen last year,
according to Dealogic. In 2007, the
total was Œ131 billion.

The trend is likely to continue.
“Even when bank-market conditions
ease, corporates may continue to tap
the capital markets for new cash to di-
versify,” said Mark Lewellen, head of
European corporate debt capital mar-
kets at Barclays Capital.

Noting that only seven months of
the year are gone, Société Générale
credit strategist Suki Mann esti-
mated that an additional Œ50 billion

to Œ75 billion of new investment-
grade bonds will hit the market be-
fore 2009 ends, a view echoed by
other market watchers.

Citigroup’s credit analysts said
the total nonfinancial issuance for
the year will remain in line with
their forecast of Œ285 billion.

“There’s still significant investor
appetite for investment-grade pa-
per,” Mr. Lewellen said.

Citigroup said many large phar-
maceutical and utility companies
have received enough funding for
the year, and stabilizing earnings
alongside cost savings have put com-
panies in a better position to repay
debts so they won’t need to issue
new bonds.

Daniel Sontag, the head of the
Merrill Lynch brokerage force and a
31-year veteran of the Wall Street
firm, said he plans to retire after an-
other executive was brought in
above him at Merrill’s new parent.

Mr. Sontag, 53 years old, quit af-
ter Bank of America Corp. hired Sal-
lie Krawcheck as head of global
wealth and investment manage-
ment.

In a call with senior Mer-
rill brokerage executives, Mr.
Sontag said he was stepping
down voluntarily because he
didn’t have his “whole heart”
in the job, said people famil-
iar with the call. On the call,
Ms. Krawcheck, 44, said she
planned to give her new job
“120%” of her effort.

Some critics said Mr. Son-
tag’sretirement signaledafur-
ther erosion of Merrill’s cul-
ture. “Having him in charge of the leg-
acyMerrillLynchwasseenasanappre-
ciation by senior [Bank of America]
management that they understood

and respected Merrill’s legacy cul-
ture,”saidDannySarch,abrokeragere-
cruiter for Leitner Sarch Consultants.

Ms. Krawcheck is known on Wall
Street as a charismatic leader and
has worked at a number of big firms.
However, Mr. Sarch said her two
years in charge of Citigroup Inc.’s
Smith Barney brokerage force and an-
other two years as a Citigroup wealth-
management executive “can’t ap-
proach Dan Sontag’s experience” as a
broker and brokerage manager. Ms.
Krawcheck declined through a
spokeswoman to comment.

Ms. Krawcheck became
head of research and bro-
kerage at Citigroup in 2002
amid scandals over biased
Wall Street research, rising
to become chief financial of-
ficer and then head of Citi’s
wealth-management divi-
sion. She left the bank in
September 2008 after
clashing with top Citigroup
executives over whether to
reimburse clients who lost
money on Citigroup hedge

funds. Mr. Sontag began his career as
a Merrill broker in Colorado in 1978
and inherited the leadership of the
brokerage force in January.

U.S. sees record auctions
of Treasurys next weekAs banks flounder...

Before 2009 is even finished, a 
record has been set for the value 
of issuance of euro-denominated 
corporate bonds

*Year to date Source: Dealogic
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Daniel Sontag

By Maya Jackson Randall

WASHINGTON—As it works to fi-
nance a growing budget deficit, the
U.S. Treasury on Wednesday an-
nounced its largest quarterly debt-
sales program, as well as plans to
gradually boost sales of inflation-
protected bonds in wake of rising de-
mand.

With the government’s financing
needs rising amid a weak economy,
the Treasury plans to sell a record
$75 billion of securities next week to
refund about $60.9 billion in matur-
ing issues and raise about $14 bil-
lion of the federal debt.

Additionally, market partici-
pants can expect a gradual increase
of inflation-protected bonds known
as TIPS in fiscal-year 2010. TIPS
have been popular among investors
who anticipate inflation will rise.
Key holders of U.S. debt such as
China have indicated interest in the
securities.

“These securities are an impor-
tant part of our overall debt-man-
agement strategy, and market par-
ticipants can expect issuance to
gradually increase in FY 2010,” the
Treasury said in a statement. Addi-
tionally, the department said it will
consider replacing 20-year TIPS
with 30-year TIPS.

Next week, the Treasury plans to
auction $37 billion in three-year
notes, $23 billion in 10-year notes,
and $15 billion in 30-year bonds.

For the entire July-through-Sep-

tember quarter, the Treasury esti-
mated it will need to borrow $406
billion. The balance of its borrowing
needs will be met with weekly bills:
monthly 52-week bills; monthly two-
year, three-year, five-year, and
seven-year notes; the September
and October 10-year note and
30-year bond reopenings; and the
October five-year and 10-year TIPS
reopenings, it said.

The Treasury said market partici-
pants should expect auction sizes to
continue to rise in a gradual manner
over the medium term.

It also said it will issue cash man-
agement bills, some longer dated,
during the quarter. But it decided
against adding any new securities to
its auction calendar.

“Currently we believe our exist-
ing suite of nominal securities is suf-
ficient to address our borrowing
needs,” it said.

The Treasury has issued a record
amount of debt in the past year to
meet borrowing needs amid a surg-
ing federal budget deficit. But on
Monday, it announced that it would
borrow less in the third quarter than
it had previously expected, partly be-
cause banks have started repaying
government rescue funds. The esti-
mated $406 billion in marketable
debt it plans to borrow is $109 bil-
lion less than it had initially ex-
pected to borrow for the quarter.

In the July-through-September
quarter of 2008, it borrowed $530
billion.
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By Craig Karmin

Harvard Management Co., man-
ager of the nation’s largest college
endowment, said it hired a new eq-
uity portfolio manager from New
York-based hedge-fund firm Caxton
Associates LLC.

Emil Dabora, who specialized in
event-driven investments at Cax-
ton, is the second recent hire by Har-
vard Management, which oversess
the endowment fund of Harvard Uni-
versity.

In June, the endowment staff
added Michele Toscani, a fixed-in-

come investor with a focus on Asian
markets, who joined from Fortress
Investment Group in Tokyo. Marc
Seidner, head of domestic fixed-in-
come, left the endowment.

The staff moves come after one of
the endowment’s worst investment
years. While the school won’t an-
nounce its returns until later this
year, officials have said they are plan-
ning for a decline of 30% for the fis-
cal year ended in June. Harvard had
almost $37 billion in assets as of
June 30, 2008. The Ivy League uni-
versity counts on the endowment for
about 34% of its operating budget.

By Randall Smith,
Susanne Craig
and Annie Gasparro
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