
By Neil Shah

And Natasha Brereton

LONDON—The Bank of
England signaled doubts
Thursday about the sustain-
ability of a recent improve-
ment in the U.K. economy, sur-
prising markets with a larger-
than-expected increase in a
bond-buying program aimed
at fending off recession.

Prices of U.K. government
bonds surged and the British
pound fell after the central
bank announced it would ex-
pand its so-called quantita-
tive easing program by £50
billion ($85 billion) to a total
of £175 billion. Analysts had
been split on whether the cen-

tral bank would add even £25
billion to the program, under
which it buys mostly govern-
ment securities with freshly
created money. The larger in-
crease required Bank of Eng-
land Governor Mervyn King
to write to U.K. Treasury
chief Alistair Darling asking
permission to raise a £150 bil-
lion cap the Treasury had
placed on the program.

The expansion of the pro-
gram suggests policy makers
are still worried about the
long-term outlook for the
U.K. economy despite a re-
cent spate of positive data
pointing to recoveries in
house prices, manufacturing
and services.

“It’s a reality check,” says
Philip Shaw, chief economist at
Investec Securities in London.
The bank’s move “highlights
that there are still risks ahead.”

Among the main concerns

of economists and officials:
Bank lending has so far failed
to respond to the quantita-
tive easing program, which
aims to stimulate new lend-
ing by putting more cash in
the bank accounts of bond

sellers. While banks’ reserves
of cash have more than tri-
pled since the central bank
launched the program in
March, one broad measure of
lending in the economy—
known as the “M4” money
supply excluding certain fi-
nancial firms—has hardly
budged. The measure in-
cludes currency in circulation
as well as most bank deposits.
In the second quarter, it was
up just 3.1% from the year-ear-
lier period, the weakest ex-
pansion since 1999.

Beyond that, rising unem-
ployment and people’s ef-
forts to pare debt loads are
likely to weigh on consumer
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Bank revs up recession fight

Mixed signals in the U.K. economy

Assets purchased by the creation of central-bank reserves
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£175
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The Bank of England, led by Mervyn King, 
surprised markets by expanding its 
bond-buying program, which is aimed at 
stimulating the U.K. economy. 
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By David

Gauthier-Villars

PARIS—When Laure Cuc-
carolo went into early labor
on a recent Sunday night, her
only choice was to ask the lo-
cal fire brigade to whisk her to
a hospital 50 kilometers away.
Acloser facilityhadbeenshut-
tered by cost cuts in France’s
universal health-care system.

Ms. Cuccarolo’s little girl
was born in a fire truck.

France long ago achieved
much of what today’s U.S.
health-care overhaul is seek-
ing: It covers everyone, and
provides for high-quality
care. But soaring costs are
pushing the system into cri-
sis. The result: As Congress
fights over whether America
should be more like France,
the French system is trying to
borrow some U.S. tactics.

In recent months, France
imposed American-style “co-
pays” on patients to try to
throttle back prescription-
drug costs, and forced state
hospitals to crack down on ex-
penses. “A hospital doesn’t

need to be money-losing to
provide good-quality treat-
ment,” President Nicolas
Sarkozy thundered in a re-
cent speech to doctors.

And service cuts—such as
the closure of a maternity

ward near Ms. Cuccarolo’s
home—are prompting com-
plaints from doctors and
nurses that care is being ra-
tioned. That concern echoes
worries among some Ameri-
cans that the U.S. changes
could lead to rationing.

The French system’s frag-
ile solvency shows how tough
it is to provide universal cov-
erage while controlling costs,
the professed twin goals of
U.S. President Barack
Obama’s proposed overhaul.

French taxpayers fund a
state health insurer, Assur-
ance Maladie, proportionally
to their income, and patients
get treatment even if they
can’t pay for it. France
spends 11% of national output
on health services, compared
with 17% in the U.S., and rou-
tinely outperforms the U.S. in
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†Not available for OECD average
Note: 2007 data except Japan, which is for 2006
Source: OECD Health Data 2009

Skin deep

U.S. France U.K. Japan

16%

11
8.4 8.1

Total 
expenditure 
on health as 
a percentage 
of GDP

Percentage of 
population 
with health- 
insurance 
coverage† 85.3 99.9 100 100

OECD
avg.

8.9
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By Jeanne Whalen

In the wake of a crackdown
in Britain that has damped at-
tacks by animal-rights extrem-
ists there, the battlefront ap-
pears to have shifted to conti-
nental Europe, where a series of
companies and individuals con-
nected even indirectlyto animal
research are being targeted by
anonymous assailants.

Arson and threatening graf-
fiti have been used in recent
months against executives
working for Swiss drug giant
Novartis AG and NYSE Euro-
next, which operates the stock
exchange where one big animal-
research company is listed.

An employee of drug maker
Schering-Plough Corp. in Bel-
gium also was targeted, and an-
imal-rights groups claim they
have vandalized the cars and
homes of people working for
pharmaceutical companies
Pfizer Inc. and Bayer AG and
British bank Barclays PLC,
among others.

The incidents have opened
a new front in a battle that
had previously been confined
largely to Britain, where ex-
tremists early this decade be-
gan attacking Huntingdon
Life Sciences, a company that
tests drugs and other prod-
ucts on animals. Many recent
attacks have been aimed not
at HLS itself, but rather busi-
nesses that allegedly contract
with the laboratory or are its
financial backers. Novartis,
however, says it hasn’t used
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H E A R D O N T H E S T R E E T

Predictability used to be
regarded as the cornerstone
of successful central bank-
ing. Yet the Bank of England
has thrown the rule book
out the window. Just one
month after it surprised the
market by deciding not to
extend its program of quanti-
tative easing, it has deliv-
ered the market an even big-
ger surprise: by deciding to
pump another £50 billion
($85 billion) into the econ-
omy. At most, economists ex-
pected another £25 billion.

This decision will fuel
doubts over the BOE’s mo-
tives. It sits oddly with re-
cent survey data, which sug-
gest a strengthening recov-
ery, and with the BOE’s re-
cent statements that it is fo-
cused on the quantity of as-
sets purchased, not the
price.

Yet Thursday’s explana-
tory statement stressing the
continued high cost of
credit, combined with the
BOE’s decision to extend the
range of gilts it will buy to

include three-year bonds,
suggests it is in fact focused
on prices. Three-year govern-
ment bonds have a direct
bearing on mortgage rates,
which remain high.

But it isn’t clear that buy-
ing more gilts is the answer.
Using the most liquid asset
to buy the second most liq-
uid is unlikely to drive yields
in anything other than the
short-term. More likely, it

will raise inflation expecta-
tions, causing yields to rise.

A better solution would
be to buy private-sector as-
sets such as corporate
bonds, where there is a
clear illiquidity premium.
Yet the BOE has largely
ruled this out, claiming
these markets are too shal-
low. That argument now
looks hollow as the BOE has
become such a dominant

player in the gilts market
that it is having to lend
bonds back to the market to
meet institutional demand.

The suspicion is that the
BOE’s real agenda is to print
money to buy government
debt. After the latest expan-
sion of quantitative easing,
the U.K. Debt Management
Office will effectively have
to find buyers for just £45
billion of gilts, the lowest
amount since 2002-03.

No doubt this is anath-
ema to BOE governor
Mervyn King, who recently
crossed a political line by
publicly calling for the gov-
ernment to curb its borrow-
ing. But he knows that a
surge in gilt yields remains
one of the biggest risks to a
recovery. So the BOE is
forced to tie itself in intellec-
tual knots trying to justify
its policy decisions, despite
the risk to its reputation for
predictability—and its credi-
bility. —Simon Nixon

More at WSJ.com/Heard

Europe’s flawed auto mix

Novartis CEO Daniel Vasella’s vacation home in Austria was damaged this week
by a fire, one of many incidents the company attributes to animal-rights activists.

Animal-rights militancy heightens in continental Europe

The relief is palpable in
Europe’s hard-pressed auto
industry. Scrapping pro-
grams and other subsidies
have stabilized a rapidly
shrinking market. U.K. and
French new-car registrations
rose 2.4% and 3.1%, respec-
tively, in July.

Investors should be leery.
They have bid up European
auto stocks aggressively this
year, anticipating the recov-
ery in sales volumes without
recognizing that far from
helping margins recover,
they might continue to com-
press them. The problem is
the mix.

Typically, European manu-
facturers have made 80% of
their money from 20% of
their output. This year, the
mix has gotten worse. The
incentives have exaggerated
a trend toward smaller cars.
They accounted for 43% of
sales volumes in the second
quarter, compared with
around a third in 2007.

That is serious. European
manufacturers don’t make
much, if any, money on

small cars, however many
they sell. Production costs
aren’t that different for
small and big cars, but
prices vary hugely.

Small-car sales may fall
again as consumer subsidies
are phased out. A 22% drop
in July registrations of light
trucks, a segment excluded
from France’s scrapping pro-
gram, shows how weak the
underlying market is.

Even if these sales
steady, the mix mightn’t im-
prove if an anemic recovery
curbs demand for fancier
models. So much still rides
on shuttering loss-making
production, however unpopu-
lar, to rebuild margins.
 —Matthew Curtin

Huntingdon’s services for many
years.

HLS declined to comment on the
identity of its clients or the attacks
against Novartis or others. The com-
pany says it condemns any acts of in-
timidation or violence by extrem-
ists.

Some security experts say
tougher laws and more focused po-
lice work in Britain have driven the
militant wing of the animal-rights
movement to mainland Europe,
where until recently most animal-
rights groups engaged in peaceful
protests.

The British crackdown “pushed
activity out of the U.K.,” said James
Christian, global head of security
for Novartis, whose chief executive
has been targeted in several inci-
dents in recent weeks. “In continen-
tal Europe we used to get the occa-
sional demonstration, people out-
side your gates,” he said.

But in recent months the cars of
seven or eight Novartis employees
in Switzerland and Germany have
been destroyed, and threatening slo-
gans have been spray-painted on
their homes, he said. Late last
month, someone dug up and stole
the ashes of CEO Daniel Vasella’s
mother from a Swiss cemetery. Graf-
fiti including “Death to Vasella” has
been spray-painted around the

Swiss village where he lives, and
early this week his vacation home in
Austria caught fire in what Novartis
says was an arson attack.

The company blames animal-
rights militants for all the acts. Mr.
Christian said the spread of such
crimes across Europe has compli-
cated the problem of dealing with
them, as it is more difficult to coordi-
nate the responses of various coun-
tries and law-enforcement agen-
cies.

Police in Switzerland and Aus-
tria have confirmed many of the inci-
dents but say they don’t yet have sus-
pects.

But anonymous people identify-
ing themselves as animal-rights ad-
vocates have claimed responsibility
online for many of the strikes.
Wednesday, an animal-rights group
calling itself MFAH Austria said it
set fire to Dr. Vasella’s house in Aus-
tria, using gasoline. Mr. Christian
said some of the group’s claims ap-
peared exaggerated but said that No-
vartis believes animal extremist
doused the house with gasoline and
set it ablaze.

In April, a poster on a Web site
claimed to have climbed over a gate
at the home of Novartis board mem-
ber Ulrich Lehner in Düsseldorf, Ger-
many, spray-painted graffiti on his
house and poured paint-stripper
over a Porsche. The author claimed

similar assaults were carried out
the same night against several
Bayer employees in the area. Mr.
Christian of Novartis confirmed the
attack on Mr. Lehner’s property. A
Bayer spokeswoman declined to
comment.

In May, a poster to the same site
reported returning to Mr. Ulrich’s
home and placing incendiary de-
vices under two of his cars. Mr.
Christian confirmed that the inci-
dent took place, saying that Mr. Ul-
rich discovered the devices, which
were safely removed before causing
any damage. A Novartis spokes-
woman said Mr. Ulrich couldn’t be
reached for comment.

A spokesman for the prosecu-
tor’s office in the nearby city of Co-
logne confirmed that incendiary de-
vices had been placed under the
tires of Novartis employees in and
around Düsseldorf, and said investi-
gators suspect animal-rights ex-
tremists.

Both of the posts were made on a
site run by Bite Back, a Florida-
based group that describes itself as
disseminating information about
the radical animal-rights move-
ment. “We feel that by giving a voice
to anonymous activists who choose
to break the law to help animals we
are contributing to an important
public discussion of animals in our
society,” a Bite Back representative,
who declined to identify himself,
said Thursday in an e-mailed reply
to questions.

In a report published in April,
Dutch intelligence officials said that
it “seems highly likely” that a series
of arson attacks in two Dutch towns
at the end of 2008 “was directly re-
lated to the establishment” last year
of a group called Stop Huntingdon
Animal Cruelty Netherlands, or
SHAC-NL.

The arson was targeted at cars
“belonging to or thought to belong
to” two officials working for NYSE
Euronext, said the Netherlands’ Gen-

eral Intelligence and Security Ser-
vice, in its report. Shares of Hunting-
don’s parent company, Life Sciences
Research Inc., are listed on NYSE’s
Arca exchange, which has made
NYSE Euronext a target for animal-
rights militants.

In an emailed response to ques-
tions about the attacks, a spokesman
for NYSE Euronext said: “In our
view, these dangerous attacks
against individuals are criminal acts
committed by certain extremists
and should be condemned. Our glo-
bal-security division has been work-
ing and sharing information with
law-enforcement and government
authorities in Europe and the U.S. in
order to help identify and apprehend
those responsible for these acts.” He
declined to comment further.

SHAC-NL couldn’t be reached to
comment. A request to SHAC’s U.K.
office to clarify what, if any, relation-
ship it has to the Dutch group wasn’t
answered.

In December, an anonymous
poster to Bite Back’s Web site
claimed he had placed an incendiary

device under two cars belonging to
a NYSE Euronext official. Posters in
recent months also claimed to have
scrawled offensive graffiti on the
home of a Pfizer executive in France
and a Barclays official in London.

The militants said they targeted
Barclays because it owned shares in
Huntingdon Life Sciences. That com-
pany stopped trading on the London
Stock Exchange several years ago,
when a new parent company, Life
Sciences Research Inc., was regis-
tered in the U.S. According to corpo-
rate-database firm Lionshares, a
Barclays asset-management arm
and another Barclays unit had
owned or controlled just over 3% of
Life Sciences Research as of Dec. 31;
but Lionshares shows no record of
current ownership of the stock by
the Barclays entities.

A Barclays spokesman declined
to comment on its stock ownership
or on whether any of the company’s
executives had been targeted for at-
tacks.  —Almut Schoenfeld

and Goran Mijuk
contributed to this article.
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BOE risks damage to credibility

Manufacturers
don’t make much,
if any, money on
small cars.
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Source: U.K. Debt Management Office
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By Maya Jackson Randall

WASHINGTON—U.S. officials on
Thursday announced a $9.4 million
agreement with Deutsche Post AG’s
DHL unit to settle allegations that
the company made hundreds of ship-
ments to Iran, Sudan and Syria in vio-
lation of U.S. federal regulations.

“Today’s joint enforcement ac-
tions signal the U.S. government’s

commitment to ensuring that sanc-
tions laws—including record-keep-
ing requirements—are followed
carefully,” said Adam Szubin, direc-
tor of Treasury’s Office of Foreign
Assets Control.

DHLExpress USA saidthat inall of
the transactions cited by OFAC and
the Commerce Department’s Bureau
of Industry and Security its role was
to ship packages for its customers.

U.S. settles Iran suit with DHL

Email: heard@wsj.com
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Private equity rallies, but debt hangs heavy
KKR and Blackstone
see hopeful signs; can
they ‘rewrite history’?

Commerzbank posts loss as more loans sour

By Peter Lattman

Better-than-expected earnings
from Blackstone Group LP and a suc-
cessful public offering from a Kohl-
berg Kravis Roberts & Co.-owned
company Thursday were the first
hopeful signs from the private-eq-
uity business in more than two
years. But much trouble still looms,
mainly in the form of the hundreds
of billions of dollars of debt
strapped to big acquisitions during
the credit boom.

Blackstone posted stable results
Thursday with improved perform-
ance in its private-equity funds. That
followed solid numbers Wednesday
from Fortress Investment Group
LLC, the New York-based private-in-

vestment firm. Those came as KKR
and Silver Lake Partners raised
$650 million from an initial public of-
fering of Avago Technologies Ltd.,
the first sizable IPO of a buyout-
backed company this year.

On a conference call, Blackstone
Chief Executive Stephen Schwarz-
man said two-thirds of the compa-
nies in Blackstone’s private-equity
portfolio expected to see either posi-
tive or flat earnings before interest,
taxes, depreciation and amortiza-
tion, or Ebitda—a common measure
of cash flow. That is compared to
35% of the companies in the Stan-
dard & Poor’s 500-stock index, said
Mr. Schwarzman.

But Ebitda results don’t account
for interest expense on debt, and
those payments are suffocating
some large buyout-owned compa-
nies. Several of them are currently
locked in negotiations with lenders
to restructure their overleveraged
balance sheets. Private-equity firms
spent roughly $1.6 trillion on lever-

aged buyouts struck from 2005 to
2007, and these firms are now using
a variety of measures, such as ex-
change offers and debt repurchases,
to stave off default.

Energy Future Holdings Corp.,
formerly known as TXU Corp., is ne-
gotiating with lenders to ease its
$44 billon debt burden by extending
maturities on its bank loans. KKR
and TPG acquired the utility in 2007
for $44 billion. Clear Channel Com-
munications, owned by Thomas H.
Lee Partners and Bain Capital, is
also trying to restructure its $21 bil-
lion debtload. And NewPage Corp., a

struggling paper maker owned by
Cerberus Capital Management LP,
launched a plan this week to reduce
its debt and amend its credit facility.

With the improvement in the
debt markets, “there’s an opportu-
nity to delever companies on attrac-
tive terms,” said Blackstone Presi-
dent Tony James on Thursday. “You
can effectively rewrite history by
changing a company’s capital struc-
ture and reducing its leverage and
purchase price.”

Private-equity firms are also tak-
ing advantage of buoyant equity
markets. Avago, originally part of
Hewlett-Packard Co., was pur-
chased by KKR and Silver Lake in
early 2005 for about $2.7 billion.
The stock traded late Thursday after-
noon at $16.41, rising 9.4% on its
first day of trading and valuing the
company at $3.9 billion. KKR will
earn additional fees on the deal as
its nascent capital-markets unit
serves as an underwriter on the IPO.

Several other private-equity-

owned companies are lining up to
tap the public markets, including
RailAmerica Inc., owned by Fortress
Investment Group; and VS Holdings
Inc., the holding company for the Vi-
tamin Shoppe chain, owned by Irv-
ing Place Capital. KKR, the most ac-
quisitive firm during the buyout
boom, is readying several stock offer-
ings, including an IPO of discount re-
tailer Dollar General Corp.

“There has been a sea change in
the past few months,” said Richard
Truesdell, a lawyer at Davis Polk &
Wardwell in New York. “There is a
dramatic increase in the number of
IPOs we’re working on generally,
but specifically in companies con-
trolled by private-equity firms.”

Large institutional investors such
as pension funds and endowments re-
main cash-strapped after suffering
broad losses in the financial markets.
That is increasing the pressure on
the buyout firms, who are desperate
to show clients they can return in-
vested capital at a profit.

By William Launder

FRANKFURT — Commerzbank
AG swung to a second-quarter net
loss as it struggled with a mounting
loss provision for bad loans and con-
tinued to integrate Dresdner Bank
into its operations.

Germany’s second-largest bank
by market value posted a net loss of
Œ746 million ($1.8 billion) for the
second quarter compared with a net
profit of Œ200 million a year earlier,
including Dresdner Bank. That was
narrower than the first-quarter loss
of Œ861 million but wider than
Œ636 million loss expected by ana-
lysts.

The lender repeated that it ex-
pects to post a loss for all of 2009.

Chief Executive Martin Blessing
said, “2009 will remain a challeng-
ing year, but we are heading in the
right direction.”

The bank booked Œ216 million in
charges tied to Dresdner, the loss-
plagued unit Commerzbank ac-
quired from insurer Allianz SE at
the beginning of the year.

Commerzbank’s investment
bank didn’t provide the outsize trad-
ing profits that Barclays PLC or
Deutsche Bank AG had in the second
quarter. Its corporates and markets
unit posted an operating loss of
Œ231 million in the quarter, although
that was less than Œ683 million of a
year ago and Œ1.14 billion in the first
quarter of 2009.

Still, it posted its first trading

profit in more than 12 months,
largely because of fixed-income trad-
ing. Overall its trading profit
reached Œ93 million, compared with
a loss of Œ523 million in the first
three months of the year and a loss
of Œ3.5 billion in the last three
months of 2008. In the second quar-
ter of 2008, a combined Com-
merzbank and Dresdner would have
had trading loss of Œ246 million.

Like chief rival Deutsche Bank,
which increased its loan-loss provi-
sion nearly sevenfold in the second
quarter, Commerzbank’s loan-loss
provision more than doubled to
Œ993 million as it prepared for fur-
ther losses in a weak economy.

Write-downs related to the finan-
cial crisis for the quarter reached

Œ621 million, partly related to loan ex-
posure to Central and Eastern Eu-
rope. The bank had recorded a com-
bined Œ5.8 billion of write-downs in
the previous five quarters.

There were some signs of im-
provement. Commerzbank said its
Tier One ratio, an indicator of a fi-
nancial company’s financial health,
increased to a solid 11.3% from 10.2%
at the end of the first quarter.

Chief Executive Martin Blessing
said that “2009 will remain a chal-
lenging year, but we are heading in
the right direction.”

The lender reduced its balance
sheet by 13% from the end of 2008
and said it was meeting its timeline
to integrate Dresdner and to revamp
its business and risk model by 2012.
The bank said it expects an after-tax
return on equity of 12% in 2012.

The second-quarter results are
“better than expected,” but largely
benefited from Œ328 million through
the sale of shares in Linde AG, Thys-
sen Krupp AG and Lufthansa AG, said
M.M. Warburg analyst Andreas
Plaesier.

He said he remained concerned

about the mounting loan-loss provi-
sion but was less worried about Com-
merzbank’s write-downs for the quar-
ter.Commerzbank shares shed 0.6%
to Œ5.87.

Its shares have skidded 73% over
the past year as the lender struggled
with its exposure to bad loans and
needed a bailout from the German
government.
 —Madeleine Nissen

and Harry Wilson
contributed to this article.
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Several companies
owned by buyout
firms are lining up
to go public.
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infant mortality and other basic
health measures.

The problem: Assurance Maladie
has been in the red every year since
1989. This year, the annual shortfall
is expected to reach Œ9.4 billion
($13.6 billion), and Œ15 billion in
2010, or roughly 10% of its budget.

France’s woes provide grist to
critics of President Obama and the
Democrats’ vision of a new public-
health plan to compete with private
health insurers. Republicans argue
that tens of millions of Americans
would leave their employer-pro-
vided coverage for the cheaper, pub-
lic option, bankrupting the federal
government.

Despite the structural differ-
ences between the U.S. and French
systems, both face similar root prob-
lems: rising drug costs, aging popu-
lations and growing unemploy-
ment, albeit for slightly different
reasons. In the U.S., being unem-
ployed means you might lose your
coverage; in France, it means less
tax money flowing into Assurance
Maladie’s coffers.

France faces a major obstacle to
its overhauls: French people con-
sider access to health care a societal
right, and any effort to cut coverage
can lead to a big fight.

For instance, in France, people
with long-term diseases get 100%
coverage. The government pro-
posed trimming coverage not di-
rectly related to a patient’s primary
illness—a sore throat for someone
with diabetes, for example. The pro-
posal created such public outcry
that French Health Minister Rose-
lyne Bachelot later said the 100%
coverage rule was “set in stone.”

“French people are so attached
to their health-insurance system
that they almost never support
changes,” says Frédéric Van Roekeg-
hem, Assurance Maladie’s director.

Both patients and doctors say
they feel the effects of Mr. Sarkozy’s
cuts. They certainly had an impact
on Ms. Cuccarolo of the fire-truck de-
livery.

She lives near the medieval town
of Figeac, in southern France. The
maternity ward of the Figeac public
hospital was closed in June as part
of a nationwide effort to close
smaller, less efficient units. In 2008,
fewer than 270 babies were born at
the Figeac maternity ward, below
the annual minimum required of
300, says Fabien Chanabas, deputy
director of the local public hospital.

“We were providing good-qual-
ity obstetric services,” he says. “But
at a very high cost.” Since the mater-
nity closed, he says, the hospital real-
located resources toward geriatric
services, which are in high demand
in the area.

In the Figeac region, however,
people feel short-changed.

“Until the 1960s, many women
delivered their babies at home,”
says Michel Delpech, mayor of the
village where Ms. Cuccarolo lives.
“The opening of the Figeac mater-
nity was big progress. Its closure is
perceived as a regression.”

For Ms. Cuccarolo, the closure
meant she should have driven to Ca-
hors, about 50 kilometers away.
“That’s fine when you can plan in ad-
vance,” she says. “But my little girl
came a month earlier than ex-
pected.”

France launched its first national
health-care system in 1945. World
War II had left the country in ruins,
and private insurers were weak. The
idea: Create a single health insurer
andtomakeitcompulsoryforallcom-
panies and workers to pay premiums
toitbasedonapercentageofsalaries.

Private insurers, both for-profit
and not-for-profit, continued to ex-
ist, providing optional benefits such
as prescription sunglasses, orth-
odontics care or individual hospital
rooms. Patients can choose their
own doctors, and—unlike the U.S.,
where private health insurers have a
say—doctors can prescribe any ther-
apy or drug without approval of the
national health insurance.

At a time when the U.S. is consid-
ering ways of providing coverage to
its entire population, France’s blend-
ing of public and private medical
structures offers important lessons,
says Victor Rodwin, professor of
health policy and management at
New York University’s Wagner
School. “It works, and it’s not a
monolithic system of Soviet vari-
ety,” he says.

But it took decades before the
pieces fell into place. Along the way,
therewas stiffresistance to theideaof
universal coverage. To this day, farm-
ers—forwhommandatoryhealthcov-
eragewasintroducedonlyin1961—re-
tain independent insurance.

Only in 1999 did legislation man-
date that anyone with a regular resi-
dence permit is entitled to health
benefits with no strings attached.
Also that year, France clarified rules
for illegal residents: Those who can
justify more than three months of
presence on French territory, and
don’t have financial resources, can
receive full coverage.

That made the system universal.
In the U.S., health-overhaul bills

don’t attempt to cover illegal immi-

grants. Doing so would increase
costs and is considered politically
difficult.

Today, Assurance Maladie cov-
ers about 88% of France's popula-
tion of 65 million. The remaining
12%, mainly farmers and shop own-
ers, get coverage through other man-
datory insurance plans, some of
which are heavily government-sub-
sidized. About 90% of the popula-
tion subscribes to supplemental pri-
vate health-care plans that provide
additional benefit.

Proponents of the private-based
U.S. health system argue that compe-
tition between insurers helps pro-
vide patients with the best possible
service. In France, however, Assur-
ance Maladie says its dominant posi-
tion is its best asset to manage risks
and keep doctors in check.

“Here, we spread health risks on
a very large base,” says Mr. Van
Roekeghem of Assurance Maladie.

In France, the quasimonopoly of
Assurance Maladie makes it the
country’s largest buyer of medical
services. That gives it clout to keep
the fees charged by doctors low.
About 90% of general practitioners
in France have an agreement with
Assurance Maladie specifying that
they can’t charge more than Œ22 for
a consultation. For house calls they
can add Œ3.50 to the bill.

By comparison, under Medicare,
doctors are paid $91.97 for a first
visit and $124.97 for a moderately
complex consultation, according to
the American College of Physicians.

In France, “If you are in medical
care for the money, you’d better
change jobs,” says Marc Lanfranchi,
a general practitioner from Nancy,
in eastern France.

In 2000, the World Health Organi-
zation ranked France first in a one-
time study of the health-care ser-
vices of 191 countries. The U.S.
placed 37th. Last year, the London
School of Hygiene and Tropical Med-
icine studied the health-care sys-
tems of 19 countries to see how
many deaths could have been pre-
vented by access to timely and effec-
tive care. It showed that the U.S.

lagged behind all other countries in
reducing such deaths. France, which
already had low levels, reduced its
deaths even further.

“France offers universal health
care to its population, which may ex-
plain its continued progress on this
measure compared to the U.S.,” says
Ellen Nolte, study co-author.

Yet financial pain has long
dogged France. As in the U.S., de-
mand for care is growing faster than
the economy as people take better
care of themselves and new treat-
ments become available.

Since the 1970s, almost all succes-
sive French health ministers have
struggled to reduce expenses, but
mostly managed to push through
only minor cost cuts. For instance, in
1987, patients were required to put a
stamponletterstheymailedtothena-
tionalhealthinsurer.Previously,post-
age was government-subsidized.

In 2004, France introduced a sys-
tem under which patients must se-
lect a “preferred” general practitio-
ner who then sends them onward to
specialists when necessary. Under
that policy—similar to one used by
many private U.S. health-care plans—
France’s national health insurance
reimburses only 30% of the bill, in-
stead of the standard 70%, if pa-
tients consult a doctor other than
the one they chose.

At the start, patients balked, say-
ing it infringed on their right to con-
sult the doctors of their choice. But
the system is now credited for help-
ing improve the coordination be-
tween primary and specialty care,
which remains one of the main weak-
ness in the U.S. health-care system.

In recent years, Assurance Mala-
die has focused on reducing high
medicine bills. Just like U.S. insur-
ers and pharmacy-benefit man-
agers, France’s national health in-
surer is promoting the use of
cheaper generic drugs, penalizing
patients when they don’t use them
by basing reimbursements on ge-
neric-drug prices.

The most important aspect of
Mr. Sarkozy’s latest health-care leg-
islation, passed this summer, fo-
cuses on reducing costs at state hos-
pitals. About two-thirds of France’s
hospitals are state-run, and they are
seen as ripe for efficiency savings.
Among other things, Mr. Sarkozy
has asked them to hire more busi-
ness managers and behave more like
private companies, for instance, by
balancing their budgets.

The proposals didn’t go down
well.

In April, some of France’s most fa-
mous doctors signed a petition say-
ing they feared Mr. Sarkozy would
turn health care into a “lucrative
business” rather than a public ser-
vice. “The main preoccupation is no
longer the patient but the hospital
balance sheet,” their petition said.

In the U.S., hospitals are paid for
each individual procedure they per-
form. This system, known as fee-for-
service, is suspected of contributing
to runaway costs because hospitals
may order unnecessary tests or pro-
cedures to rack up bills.

Ironically, France is actually in
the midst of shifting to a fee-for-ser-
vice system for its state-run hospi-
tals. The hope: It will be easier for
the government to track if the
money is being spent efficiently,
compared to the old system of sim-
ply giving hospitals an annual lump-
sum payment.

France’s private hospitals are
more cost-efficient. But state hospi-
tals say it is unfair to compare the
two, because private hospitals gen-
erally focus on standard procedures
that can be planned in advance,
whereas state hospitals often han-
dle the complex cases.

“Whenaprivatehospitalhastrou-
ble with a newborn baby, we are here
to help, night and day,” says Pascal
Leroux, a pediatrician at the state
hospital in Le Havre, an industrial
city innorthern France.“Having peo-
ple standing by costs money.”

Dr. Leroux says the fee-for-ser-
vice system doesn’t square with his
conception of medicine as a public
service. “What am I supposed to do
when a patient is not back on his feet
even after reaching the number of
standard bed-days allocated under
the fee-for-service system,” he
asked. “Kick him out?”

In theory, Assurance Maladie
should be able to contain hospital
costs the same way it does with doc-
tors: by harnessing its position as
the dominant payer in the health-
care system. In practice, it doesn’t
work that way.

The state hospital of Le Havre,
called Groupement Hospitalier du
Havre, or GHH, has nearly 2,000 beds
and is one of the most financially
strapped in France. A 2002 report by
France’s health-inspection authority
found that the hospital had a track
record of falsifying accounts in order
to obtain more state funds.

Philippe Paris was hired just
over a year ago to help fix the hospi-
tal’s spiraling costs. He is cutting
173 jobs out of the staff of 3,543.

And he is trying to enforce work-
ing hours, Previously, some doctors
and nurses weren’t showing up for
shifts on time. “People don’t work
enough,” he said. “If consultations
are scheduled to begin at 8 a.m., that
means 8 a.m. and not 11 a.m.”

Yet even the smallest budget
moves are proving controversial. Lo-
cal residents are up in arms over a
cost-cutting measure that makes pa-
tients pay Œ1.10 per hour when they
leave their cars at the hospital park-
ing lot. “It’s a scandal,” says retired
local Communist politician Gérard
Eude. “It goes against the very idea
of universal health care.”

Continued from first page

France’s woes offer lessons in U.S. health-care debate
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In France, any effort to cut health-care coverage can lead to a big fight. Andre
Grimaldi, center, takes part in a Paris protest against proposed reforms in May.

by Jessica E. Vascellaro

Chinese e-commerce company Ali-
baba.com Inc. will on Monday launch
its first major marketing campaign in
the U.S. as it searches for new growth
during the global recession.

The $30 million campaign, fo-
cused primarily on the U.S. but
which will also appear in Europe

and the Middle East, aims to intro-
duce U.S. entrepreneurs to Alibaba.
com’s English-language site. The
site offers entrepreneurs materials
to make everything from wedding
dresses to gadgets and to sell the
products back to other businesses.

The campaign will target small-
business owners with stories of an
individual who started an oven-mitt

business and other entrepreneurs
who made it big by sourcing materi-
als through Alibaba.com.

Ads will run in print magazines
like Fast Company and across the
Web on sites like CNN Money, said
Kelly Sang, general manager of Ali-
baba.com Americas.
 —Loretta Chao contributed

to this article.

China’s Alibaba to pitch its e-commerce site in U.S.
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END OF AN ERA: Mourners at the funeral of Harry Patch in Somerset, England,
were told that he was an ordinary man who became a symbol of the horrors of war.

U.S. backs Somali leader
Clinton promises
additional support
to help fight terror

Civilian deaths increase
in Afghanistan bombings

By Sarah Childress

NAIROBI, Kenya—U.S. Secretary
of State Hillary Clinton said Thurs-
day that the U.S. will increase its sup-
port for the beleaguered Somali gov-
ernment to help prevent Somalia
from becoming a haven for global
terrorism.

The U.S. strongly backs Somalia’s
transitional federal govern-
ment. But the new regime
has a tenuous hold. Since it
came to power this year, it
has been beseiged by the
powerful Al Shabab militia,
which has joined forces
with other insurgent
groups and foreign fighters,
some with links to al Qaeda,
in an attempt to overthrow
the government. The U.S.
has designated Al Shabab
as a terrorist organization.

“There is no doubt that Al Shabab
wants to obtain control over Somalia
to use it as a base from which to influ-
ence … surrounding countries, and
launch attacks against countries far
and near,” Mrs. Clinton said after a
meeting with Somali President
Sheikh Sharif Sheikh Ahmed at the
U.S. Embassy in Nairobi. She cited
the case of five men charged this
week in Australia with plotting a su-

cide attack against an army barracks
near Sydney. The men are allegedly
linked to Al Shabab; three of them
are of Somali origin.

Mrs. Clinton also warned Eritrea
that its support for antigovernment
elements in Somalia wouldn’t be tol-
erated. The United Nations Monitor-
ing Group on Somalia says Eritrea is
backing Somali rebels in order to fo-
ment chaos in Somalia and create
more problems for Ethiopia, which
shares a border with Somalia. Eri-
trea has denied the allegations.

TheEritrean“actionsareunaccept-
able,” Mrs. Clinton said. “Their inter-
ference with the rights of the Somali

people to determine their
own future are the height of
misplaced efforts and fund-
ing, and we intend to take ac-
tion if they do not cease.”

She didn’t say what the
U.S. might do, though the
American government has
previously threatened to im-
pose sanctions on Eritrea.

At a town-hall event at
the University of Nairobi,
Mrs. Clinton stressed the
need for good governance to

fight corruption—repeating the mes-
sage she delivered directly to the
Kenyan government on Wednesday.

She emphasized the importance
of civil-society groups and the Ken-
yan people in holding the govern-
ment to account. “The government
has to reform itself if Kenya will be
all it can be,” Mrs. Clinton told re-
porters after the meeting. “That is
the message that President Obama

and I have delivered. ”
The U.S. government has long

been concerned about the chaos in
Somalia spilling over its borders.
The Bush administration backed the
previous Somali government, which
was largely ineffective and eventu-
ally was dissolved last year when its
president stepped down.

Asked to comment on the per-
ceived shift in U.S. support, Mrs.
Clinton said support for Somalia has
always been bipartisan. But, she
added, “I think it is fair to say that
President Obama and I want to ex-
pand and extend our support for the
TFG,” the common name for the cur-
rent Somali government.

The conflict in Somalia is com-
plex and characterized by shifting al-
liances. President Ahmed himself
was once a member of a radical Is-
lamist government that held power
briefly in 2006; Al Shabab was that
government’s armed wing.

On Thursday, Mrs. Clinton
greeted him warmly, and Mr.
Ahmed, who generally avoids con-
tact with women because of his con-
servative Muslim beliefs, shook her
hand. Mrs. Clinton called him the
“best hope” for stability in Somalia.

The U.S. is the principal financial
backer of the African Union peace-
keeping mission in Somalia. On
Thursday, Mrs. Clinton promised
“additional funds in the coming
months” for the government,
though she didn’t give an amount.
She also said the U.S. would respond
to a request from Mr. Ahmed for hu-
manitarian aid.

LEADING THE NEWS
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By Anand Gopal

KABUL—A roadside bomb killed
five people on their way to a wed-
ding in southern Afghanistan on
Wednesday, officials said, the lat-
est in a series of incidents this week
in which civilians have been vic-
tims.

The attacks come as Western
and Taliban officials pledge to
avoid civilian casualties.

Officials are concerned that vio-
lence will continue to increase as
the Aug. 20 presidential election ap-
proaches. Violence has reached its
highest levels since the start of the
war in 2001, due to an increased in-
surgent presence and foreign mili-
tary operations. Insurgents have
vowed to disrupt the polls, and
Western and Afghan officials fear
they may target civilians who cast
ballots.

On a visit to Kabul on Wednes-
day, new North Atlantic Treaty Or-
ganization Secretary-General
Anders Fogh Rasmussen pledged to
reduce civilian casualties.

The Taliban leadership also has
asked its fighters to avoid killing ci-
vilians, according to a newly issued
rule book from the movement.

Civilian casualties have become
an increasingly common part of the
conflict. In a study released last
week, the United Nations found
more than 1,000 civilians were
killed by insurgents and foreign
troops by the first half of this year, a
24% increase over the year-earlier
period. Insurgent violence was re-
sponsible for nearly 60% of these
deaths, a significant shift from last

year, when the two sides killed
nearly the same number of civilians.

Military officials attributed the
shift to insurgents’ increased use of
roadside bombs. Roadside bombs
and suicide attacks account for
nearly 40% of all civilian deaths
this year, according to the U.N. re-
port.

The most recent incident, which
was disclosed Thursday, took place
in the Garmsir district of the res-
tive southern province of Helmand.
Provincial spokesman Daud Ah-
madi said women and children
were among the dead. Provincial au-
thorities had mistakenly reported
that 21 people were killed, but later
revised the figure.

“It was the work of the enemies
of the country,” Mr. Ahmadi said, re-
ferring to the Taliban.

In separate incidents on Thurs-
day, NATO said four U.S. service
members were killed by a roadside
bomb in western Afghanistan. Also,
in Helmand, a roadside bomb killed
five policemen and wounded three.
And Afghan officials said a U.S. air-
strike killed five farmers as they
were loading cucumbers into a car.

Earlier this week, a roadside
bombing killed at least 10 people,
most of them civilians, in the west-
ern city of Herat.

U.S. Marines launched an offen-
sive in Helmand this summer aimed
at regaining control of parts of the
province from the Taliban. While
troops have succeeded in recaptur-
ing some district capitals, insur-
gents still occupy the countryside,
and regularly launch attacks and
plant bombs, officials said.

World War I’s last soldier is laid to rest
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By Kathy Sandler

And Archibald Preuschat

LONDON—Financial results of
European free-to-air commercial
broadcasters ProSiebenSat.1 Me-
dia AG and ITV PLC continued to suf-
fer as the slump in advertising mar-
kets dented their sales and earn-
ings.

Still, both companies have cut
costs to shore up profitability, and
in the U.K., at least, there are some
signs that the rate of decline in the
advertising has begun to ease. How-
ever, ProSiebenSat.1 cautioned that
business in the second half will re-
main difficult.

Germany-based ProSiebenSat.1,
Europe’s second-largest broad-
caster after Bertelsmann AG’s RTL
Group SA in terms of audience
reach, said its net profit slipped 24%
in thesecond quarter to Œ45.5 mil-
lion ($65.6 million) from Œ59.5 mil-
lion a year earlier.

Revenue, adjusted for last year’s
sale of Scandinavian pay-TV opera-
tor CMore, fell 9% to Œ694 million.

Meanwhile, ITV, the U.K.’s larg-
est commercial terrestrial televi-
sion operator by sales, reported a
net loss of £70 million ($119 million)
for the first half of the year, though
that was an improvement on the net
loss of £1.5 billion in the year-earlier
period, when the company took a
£1.6 billion impairment on the value
of its broadcasting and online as-
sets.

ITV’s sales fell 12% to £909 mil-
lion in the six months ended June
30. The company didn’t break out
second-quarter figures.

Both companies can trace their
performances to the sharp drop in
advertising revenue that has beset
the media industry since the credit
crisis, while broadcasters also face
structural challenges from the
switch to digital media.

ProSiebenSat.1 earns almost
90% of its revenue from free-to-air
television and radio stations in Eu-

rope, all of which rely on advertising
for the bulk of revenue. It also oper-
ates smaller pay-TV, multimedia
and merchandising segments.

To counter these effects, ITV and
ProSiebenSat.1 are taking a big bite
out of costs to protect profitability.

ProSiebenSat.1 on Thursday dou-
bled its cost-saving target for the
2009 fiscal year to Œ200 million, hav-
ing slashed operating costs by
Œ143.6 million in the first half from a
year earlier.

Those cuts led to a 6.6% rise in
earnings before interest, tax, depre-
ciation and amortization, to Œ201.1
million, adjusted for portfolio
changes and exceptional items.

Still, the company said business
in the second half remains “very dif-
ficult,” and the Christmas period
will be crucial.

ITV, which is led by Executive
Chairman and Chief Executive
Michael Grade, said it is on track to
achieve its target of cutting £285
million in costs by 2012. It has al-
ready cut £57 million, leading to a
£51 million increase in operating
cash flow to £168 million in the first
half.

This improvement alleviated
some concern about the company’s
debt, which at £728 million at the
end of June was better than analysts
expected.

Mr. Grade, who is due to step
down as CEO before the end of the
year, said ITV has no plans for a
rights issue. ITV said the search for
Mr. Grade’s successor is proceeding
on schedule.

There was more good news, too,
as the company said it now expects
September advertising revenue to
be down just 7% compared with a
12% decline across the third quarter
as whole.

The “direction of travel is pleas-
ing,” said Chief Operating Officer
John Cresswell.

ITV to sell Friends Reunited

Getty Images

Europe tries to soften
impact of tourism slump

Broadcasters hit by ad slump
ProSiebenSat.1, ITV
are pushing cost cuts
to offset falling sales

By Alkman Granitsas

ATHENS—Europe’s Mediterra-
nean countries are feeling the eco-
nomic crisis this summer as holiday
destinations such as Greece, Portu-
gal and Spain stagger through one
of the worst tourist seasons in
years.

From the Costa del Sol to Cy-
prus, tourist arrivals in the Medi-
terranean are down 10% or more,
outpacing an 8% world-wide slump
in tourism. Along Europe’s south-
ern coasts, tourism revenue has
plunged even more starkly than
the drop in arrivals. Struggling ho-
tel and tour operators are slashing
prices, as visitors seek out bargain
holidays and plan for shorter
stays.

The roughly 10 million fewer
tourists and Œ14 billion ($20 bil-
lion) in lost income forecast this
year by the private sector World
Travel & Tourism Council trans-
late into serious difficulties for the
wage-earners and businesses,
large and small, that depend on the
Mediterranean’s critical May-to-
September tourist season for their
livelihoods.

Across the region, govern-
ments are scrambling to support
the sector. In July, the Spanish gov-
ernment announced its second
package of support measures this
year—this time valued at Œ1.03 bil-
lion. Italy has unveiled Œ1.6 billion
in financing for the sector. Even
cash-strapped Greece has intro-
duced tax cuts and subsidies for
tourism.

Those stimulus packages, com-
bined with revenue shortfalls from
a weaker tourist season, will put
more pressure on euro-zone mem-
bers such as Greece, Italy and
Spain to plug ballooning budget
deficits—all projected to be well
above the European Union’s ceil-
ing of 3% of gross domestic prod-
uct this year.

Many analysts say that while
the current situation may be bad,
nations have yet to see the real ef-
fects of the tourism slump on eco-
nomic growth, fiscal balances, con-
sumer spending and even the non-
performing loans held by banks.

“We are seeing a multifaceted
impact from the crisis on the tour-
ism sector and there will be a vari-
ety of consequences,” said Marko
Mrsnik, an associate director at
credit-ratings agency Standard &
Poor’s. “These include employ-
ment consequences, consequences

on the creditworthiness of house-
holds and companies in the sector
and their ability to pay their debts,
and it will certainly have an impact
on government revenues.”

Halfway through the tourist sea-
son, Spanish regional carriers La-
gunAir Lineas Aéreas and Futura
International Airways have been
pushed into bankruptcy. The coun-
try’s second-largest hotel chain,
NH Hoteles, has been selling as-
sets and raising capital after see-
ing net losses double in the first
quarter.

In Greece, about 19,000 jobs
have been lost, industry sources
say, while many economists expect
the tourism slump to shave more
than a percentage point off eco-
nomic growth this year. In Italy, pri-
vate-sector estimates of tourism-
related job losses are as high as
150,000.

In the Lazio holiday village of
Bracciano, Italy—popular with visi-
tors from Britain, France and Ger-
many—vacation home prices are
down 4.3%. In Florence, several of
the city’s hotels have taken the
drastic step of keeping their doors
shut in August. Even the famous
Vatican Museums in Rome have
seen attendance slide.

The relative strength of the
euro against the pound, dollar and
Russian ruble—all currencies from
significant tourism markets—have
also made Mediterranean euro-
zone countries less competitive
compared with destinations out-
side the bloc.

In Turkey, tourist arrivals so far
this year are down only about 1.5%
despite the economic crisis,
thanks in large part to a 12% fall in
the Turkish lira against the euro
and a 4% decline against the
pound. In Morocco and Tunisia,
early figures show an increase in
tourist arrivals—up 10% and 1%, re-
spectively—according to the
World Tourism Organization, a
United Nations agency.

“Looking at the Mediterranean
overall, what we are seeing is that
the euro-area countries are feeling
the impact more than the non-euro-
area countries,” said John Kester,
chief of market trends research at
the Madrid-based UNWTO. “Cer-
tainly on a value-for-money basis,
countries like Turkey, Tunisia and
Morocco have done comparatively
better than Southern Europe.”
 —Mar Gamez in Madrid

and Christopher Emsden in Milan
contributed to this article.

In the U.K., there are
some signs the rate
of advertising decline
has begun to ease.

A WSJ NEWS ROUNDUP

LONDON—Friends Reunited, the
U.K. online-networking Web site, is
changing hands, ending ITV PLC’s
experiment in branching out into so-
cial networking.

ITV, the U.K.’s biggest commercial
broadcaster, said Thursday that it
agreed to sell Friends Reunited Hold-
ings Ltd. to Brightsolid Ltd. for £25
million ($42.5 million), having paid
£175 million for it four years ago.

Friends Reunited was one of the
country’s first social-networking
sites, but it has been eclipsed by
competitors such as Facebook Inc.
One of the site’s drawbacks—it
charged subscribers a fee.

ITV bought the site in 2005 in a
cash-and-shares deal valued at as
much as £175 million. The sale to
Brightsolid, a unit of D.C. Thomson
Ltd., is subject to approval by compe-
tition authorities.

A worker hauls away deck-chair mattresses at a beach in southern Spain. Tourism
revenue has plunged along along Europe’s Mediterranean countries.
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European Central Bank holds rates steady
Euro-zone outlook
is weak, but business
becomes optimistic

The European Central Bank left
its key interest rates unchanged
Thursday, emphasizing that Eu-
rope’s economic outlook remains
weak despite rising optimism in re-
cent business surveys.

The ECB’s governing council kept
the bank’s refinancing rate at 1%,
which ECB President Jean-Claude
Trichet called “appropriate.” Mr.
Trichet stuck to the ECB’s relatively
downbeat view of the economy, pre-
dicting a return to quarterly growth in
the 16-nation euro area only in 2010.

Recent data and surveys “still
suggest that economic activity over
the remainder of this year is likely to
remain weak, although the pace of
contraction is clearly slowing
down,” Mr. Trichet said in Frankfurt.

Some private-sector economists
say they believe the euro zone could
return to growth late this year, point-
ing to evidence of an earlier-than-ex-
pected recovery in Germany, in partic-
ular. In the latest sign the recession in
Europe’s biggest economy could be
ending, German manufacturing or-
ders in June rose by an unexpectedly
strong 4.5% from May, thanks to
higher foreign demand for German

goods, the economics ministry said.
New orders in Germany’s crucial

manufacturing sector collapsed in
the period after Lehman Brothers’ in-
solvency last fall, but have now risen
again for four consecutive months.
Still, orders were down 25.3% from
June 2008, indicating German indus-
try is emerging from its slump slowly.

Despite the improving German
news, Mr. Trichet said much of the
survey data suggesting economic re-
covery is nigh is “soft” evidence.

He also said the disinflationary
pressures that have pushed down
prices this summer should begin to
ease, with consumer prices expected
to begin rising again later this year.
“We expect the current episode of ex-

tremely low or negative inflation to
be short-lived,” Mr. Trichet said. An-
nual inflation rates should return to
the ECB’s preferred level of just un-
der 2% in the medium term, he said.

The ECB’s judgment that the pace
of economic contraction is slowing,
together with the view that falling
prices will soon be reversed, lifted
the euro and depressed prices of
euro-zone government bonds.

Financial markets’ reaction re-
flected the possibility that the ECB
might lift interest rates sooner than
expected. The price of benchmark
10-year German government bonds
slipped as yields rose to 3.39%, from
3.35% before Mr. Trichet’s com-
ments. The euro also climbed

slightly against the dollar, closing in
London at $1.4368.

“The ECB has become more posi-
tive but it is not prepared to claim
victory on the recovery and wants to
hedge itself by stressing the high de-
gree of uncertainty,” Jacques Cail-
loux, economist at the Royal Bank of
Scotland, wrote in a research note.

Mr. Trichet urged euro-zone
banks to do more to strengthen their
capital bases, saying lenders should
take advantage of government recap-
italization and other programs. “We
still think there is a case for further
recapitalizations,” Mr. Trichet said.

The ECB’s July survey of bank
lending showed that euro-zone
banks tightened their lending stan-

dards in the second quarter for the
eighth consecutive quarter, but that
the degree of tightening had slowed
significantly from early this year.

Mr. Trichet said weak bank lend-
ing in the euro zone mainly reflected
weak demand for credit from borrow-
ers, rather than banks’ impaired abil-
ity to make loans. But he said supply
constraints are also playing a role.

Euro-zone banks have done less
than U.S. banks to write down losses
and rebuild capital, according to esti-
mates by the International Monetary
Fund and others. That could hold
back banks’ ability to lend as Europe’s
economy improves, analysts say.
 —Nina Koeppen in Frankfurt

contributed to this article.

By David Gauthier-Villars

And Jethro Mullen

PARIS—French Prime Minister
François Fillon urged French banks
that have received state aid over the
past year to keep a lid on executive
bonuses and continue to ex-
tend credit to the country’s
businesses.

Mr. Fillon, who was on
holiday, said in a statement
he had summoned represen-
tatives of France’s leading
banks to his office on Friday
to discuss the matter with
one of his aides. “Banks
must abide by their commit-
ments to the nation,” he
said.

Since October, the
French government has injected
close to Œ20 billion ($28.83 billion)
into domestic banks to help them
through the financial crisis. In ex-
change, the banks have agreed to
comply by certain guidelines on bo-

nuses. The guidelines, drawn up
with French authorities, are in line
with recommendations made by the
Group of 20 largest economies ear-
lier this year.

Those recommendations, which
are aimed at reining in excessive risk-

taking, include linking bo-
nuses to profits, not reve-
nue. They also advise stag-
gering the payment of bo-
nuses over several years
and tying them to the con-
tinued performance of the
relevant banking activity in
order to avoid dishing out
quick rewards for unsus-
tainable gains.

The French govern-
ment has said it wants to
propose new measures

aimed at further tightening pay prac-
tices in the banking sector at the
next G-20 meeting in September.

The long-running debate in
France over executive pay was rekin-
dled this week when BNP Paribas SA,

France’s largest bank by market
value, said it had set aside about Œ1 bil-
lion to pay bonuses to its employees
in 2009. BNP Paribas said it would
abide “scrupulously” with guidelines
on pay packages agreed by France
and the other G-20 countries.

The government injected Œ5.1 bil-
lion into BNP Paribas earlier this
year to help the bank confront the
global credit crisis.

“If the government is serious
about bringing values to the world
of finance, it is imperative that this
Œ1 billion be paid back to the state,”
said French shareholder-activist as-
sociation SOS Petits Porteurs.

The clash over executive pay ech-
oes similar disputes in the U.S.,
where lawmakers are scrutinizing
Wall Street pay packages. For
France, the issue is touchy because
the French government is trying to
make Paris a leading European finan-
cial center and a magnet for interna-
tional bankers. It will be difficult to
attract bankers if the French govern-

ment caps bonuses, economists say.
“It’s very easy to move a trader

from Paris to London,” said Nicolas
Veron, an economist with Bruegel, a
Brussels-based think tank. “The real-
ity is that London remains a very com-
petitive financial center.” Although
France provides good transport infra-
structures and is home to many large
corporations, London retains an edge
with its lower taxes, he said.

BNP said the Œ1 billion provision
for 2009 bonuses that it has set
aside would go to its 17,000 corpo-
rate and investment-bank employ-
ees. The bank said the final amount
won’t be set before the end of the
year. BNP Paribas declined to say
how the amount compares with bo-
nuses paid in previous years.

French banks have also commit-
ted to increasing lending to French
consumers, businesses and local au-
thorities this year. Generating such
credit growth in a shrinking econ-
omy has proved to be tough. When
the banks agreed to the lending-

growth target, France was forecast-
ing GDP growth of 1% in 2009. It has
since slashed that forecast to a con-
traction of around 3%.

George Pauget, head of the French
Banking Federation, cautioned in
June that banks might struggle to
meet their lending promises if the
real-estate market doesn’t improve
by the end of the year. The amount of
credit to households and companies
continued to rise in June, but at a
slower pace than in previous months,
according to the Bank of France.

French premier tells banks to limit bonuses

Bank of England expands bond-buying program by $85 billion
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spending, by far the largest driver of
demand in the U.K. economy. As of
May, the U.K. unemployment rate
stood at 7.6%, the highest level in 12
years.

In a statement Thursday, Bank of
England policy makers said banks’
efforts to shore up their finances
amid rising loan losses “is likely to
restrict the availability of credit,
and past falls in asset prices and
high levels of debt may weigh on
spending,” adding that financial con-
ditions remain “very fragile.” The

bank pointed out that the recession
appeared to be deeper than previ-
ously thought, although the econo-
my’s rate of contraction had eased,
with business surveys suggesting
that a trough in output was “close at
hand.”

A key driver of the Bank of Eng-
land’s policy decisions is its quar-
terly inflation forecast, which the
bank will release next week. Its
move Thursday effectively means
that the bank isn’t worried that its
actions will spur inflation soon. The
BOE also kept its key interest rate on

hold at a record low of 0.5%.
In recent weeks, a string of up-

beat indicators has led many econo-
mists to forecast that the U.K. econ-
omy will expand in the third quarter
after a year of contraction—which
would help Prime Minister Gordon
Brown and his Labour Party before
elections that must be held by June
2010. On Wednesday, the U.K.’s Of-
fice for National Statistics reported
better-than-expected manufactur-
ing data, with a key measure of in-
dustrial production seeing the larg-
est increase in 20 months.

In a move to circumvent the
dearth of bank lending, the Bank of
England announced plans last week
to wade deeper into the business of
lending to consumers and compa-
nies, saying it will launch a facility
to buy securities based on so-called
commercial paper—IOUs compa-
nies issue to finance everything
from payrolls to consumer loans
such as credit cards.

On Thursday, the bank said it will
also expand its purchases of govern-
ment securities to include all bonds
maturing in more than three years.

The bank had previously limited its
purchases to maturities ranging
from five to 25 years.

The British pound fell after the
announcement, to $1.6885 from
more than $1.70, on the expectation
that the Bank of England will be cre-
ating more new money. Investors
also bid up the prices of U.K. govern-
ment bonds in anticipation of a new
wave of official purchases, pushing
yields on the bonds down. The yield
on the benchmark 10-year U.K. gov-
ernment bond, or gilt, fell nearly
0.20 percentage point to 3.64%.

Continued from first page
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Alert on medical abuse of Jackson drug
Doctors and nurses
addicted to sedative
trigger concerns

By Alicia Mundy

A
BUSE of the sedative sus-
pected in Michael Jack-
son’s death is a growing
problem among medical
professionals, increasing

pressure on the government to re-
strict it as a controlled substance.

Three days before the pop icon’s
death on June 25, the American Asso-
ciation of Nurse Anesthetists warned
hospitals to restrict access to the po-
tent drug propofol because some doc-
tors and nurses are addicted to it.

Propofol, sold under the brand
nameDiprivan,isawidelyusedhospi-
talsedative.Because it is quick-acting
andrapidlyleavesthesystem,itiscon-
venient for routine procedures such
as same-day knee and cosmetic sur-
gery, colonoscopies and bone repair.

The qualities that make propofol a

popular sedative also make it a recre-
ational drug for some in the medical
profession. It doesn’t show up in stan-
dard drug tests in the urine, and with
a half-life of only five minutes, it
doesn’t leave the user groggy or af-
fect behavior in a way that signals a
substance-abuse problem.

The number of people with a pro-
pofolproblemissmall,andthereislit-
tle data tracking addictions or death.
A 2007 study covering 23,385 anes-
thesiapersonnelpublishedinthejour-
nal Anesthesia & Analgesia by Paul
Wischmeyer,aUniversity ofColorado
anesthesiologist, found 25 cases of
propofolabuseovertheprecedingde-
cade. The rate was a fivefold increase
from a decade earlier. The study cited
sevendeaths.Dr.Wischmeyerandoth-
ers in the field say that they know of
other cases and estimate that the to-
talnumber ofdeathsisatleastseveral
dozen in recent years.

“If you try to count backward from
100 after it’s injected, you don’t get to
97,” says Dr. Wischmeyer. He and oth-
erssaythedrug issafe forhospitalpa-
tients as long as a medical worker
monitors “airway management” and

provides oxygen as needed to ensure
breathing doesn’t stop.

Anesthetists and users say propo-
fol can bring a brief but captivating
high as the sedation wears off. Some
call the habit, “dancing with a white
rabbit,” referring to the drug’s color
and hallucinogens of the 1960s. Oth-
ers call it “pronapping,” because the
drug induces a short rest for medical
personnel between long shifts.

Most medical centers don’t lock
up propofol or closely monitor inven-
tory as they would for addictive pain-
killers such as Oxycontin. Propofol is
readily accessible in most hospital
supply rooms, sometimes along with
Band-Aids and antibiotic ointments.

Paul Earley, medical director of
Talbott Recovery Campus in Atlanta,
which treats many medical profes-
sionals for substance abuse, said ad-
dictionstoopiatesandotherdrugsob-
scured the growing use of propofol.

“I was injecting it 50 times a day
when I was in my worst period,” says
an anesthesiologist in the Midwest,
who recently completed a stint in re-
habilitation to kick the propofol
habit. He said he began “pronapping”
a couple of years ago while under
stress from his job, family and fi-
nances. He hid the signs of shooting
up by putting a port for a syringe on
his leg, where it wasn’t visible.

At night, he would inject the drug
into the port in the bathroom, where
his wife assumed he was brushing his
teeth. “Sometimes it acted so fast, I
couldn’t get back to bed in time,” said
the anesthesiologist. He would pass
out on the floor, terrifying his wife.

After Mr. Jackson’s death, police
found propofol and oxygen tanks in
his house, the Associated Press re-
ported. Mr. Jackson’s case would be
rare, however. Almost all of the vic-
tims of propofol addiction and over-
dosearemedicalprofessionals,partic-
ularly anesthesia providers, experts
say. The drug isn’t generally available
outside hospitals and clinics.

Drug abuse among medical profes-

sionals has received growing atten-
tion over the years, prompting some
states to develop prevention and
treatment programs. Long shifts and
stressful life-and-death cases, as well
as ready access to dangerous drugs,
have all fueled the problem, say reha-
bilitation experts.

Propofol is so potent that a tiny
amount—20 milligrams—can be the
difference between rest and death.
“It enters your bloodstream fast, and
even highly trained anesthesiologists
can’t control it, and die. They don’t
even have seconds to pull out the nee-
dle,” said Art Zwerling, a registered
nurse anesthetist and counselor with
the Association of Nurse Anesthe-
tists, a 39,000-member group.

Teva Pharmaceuticals Ltd., which
makes generic propofol, and APP
Pharmaceuticals Inc., which sells the
drug under the Diprivan name, said
separately that the drug is safe when
used as directed in proper settings.

Propofol was never classified as a
controlled substance by the Drug En-
forcement Administration when it
was first approved 20 years ago, nor
was it recommended for that status

by the Food and Drug Administra-
tion. Two years ago, a citizen petition
was filed at the DEA, asking that pro-
pofol be designated a controlled sub-
stance, which requires an FDA recom-
mendation. Representatives of both
agencies said they’ve been reviewing
the matter. One official said a deci-
sion could come in a few months.

An FDA spokeswoman said since
Mr. Jackson’s death, the agency has
received many questions from doc-
tors and the public about whether it
will decide to classify propofol.

Making propofol a controlled sub-
stance under DEA rules would re-
quire hospitals to track inventory, ac-
count for all vials, list users, and lock
it up with narcotics. That is not popu-
lar with many anesthesiology provid-
ers, and a poll by Anesthesiology
News taken after Mr. Jackson’s death
found that 61% of them oppose it.

Several anesthesiologists and
nurse anesthetists say that because
propofolisimportantforemergencies,
it must be kept handy. In some cases, a
surgeon may suddenly need more pro-
pofol to keep a patient sedated, and a
few seconds’ delay makes a difference.
They favor hospitals taking voluntary
steps to control inventory.

Another concern: Tighter regula-
tionmightimpededoctorsandnurses
from seeking help for addiction, be-
cause abusing a DEA-controlled drug
is more likely to cost them their li-
censes and lead to criminal charges.

Clarence Ward, a California anes-
thesiologist, wrote in a 2008 article
in the California Society of Anesthesi-
ologists bulletin, that too many doc-
tors don’t acknowledge abuse. In an
interview, he said people die “not nec-
essarily from intent, but from an in-
ability to control a drug that causes
abrupt loss of consciousness.”

Seeking growth, Cisco reroutes decisions to committees

Michael Jackson at a news conference
on March 5 in London.

The secret of
Italy’s Loro Piana.
Page W3

WSJ.com

A growing number of London’s finest
restaurants is transforming the sustainability
fad into a culinary trend. Pages W6-W7

Measuring the issue

*Includes results of 234 anesthesia providers. 
Poll began July 7 and will end Aug. 7
Sources: Anesthesia and Analgesia (survey); 
Anesthesiology News (poll)

A 2007 survey of 126 anesthesiology 
departments found abuse of propofol
highest among medical residents...

...while an Anesthesiology News poll* 
suggests many anesthesiologists do 
not favor stronger controls

Nurses

Yes No

oNseY

Not sure

Medical technicians

Residents

Abuse cases Deaths

Attending physicians

Do you believe that propofol should 
be listed as a controlled substance 
by the Drug Enforcement 
Administration?  

Has your hospital taken any recent 
steps to limit access to propofol?   

26% 61

19% 81

13

G
et

ty
 Im

ag
es

By Ben Worthen

Cisco Systems Inc. has over-
hauled its management structure in
order to support 26 new businesses
that the company says could soon
reach $1 billion each and account for
more than 25% of Cisco’s revenue.

Now executives work on commit-
tees—dubbed councils and boards
in Cisco-ese—and the company
makes 70% of its decisions collabora-
tively, up from 10% just two years
ago.

Chief Executive John Chambers,
a veteran of Wang Laboratories, the
computer company that famously
went bankrupt after it failed to
adapt to the rise of the PC, spoke of
the dangers of “incremental
change” repeatedly during a recent
interview. He says large companies
begin to slowdown “because they

didn’t move out of their primary
markets” fast enough.

In order to make sure that
doesn’t happen to Cisco, he has in-
creased the number of markets the
company is targeting from two in
2007 to 26 today and says that total
could reach 50 next year.

Mr. Chambers relies on an ever-
growing number of employees to
oversee these efforts. One way he
teaches his direct reports to dele-
gate is to “spread them thin,” he
says. Eventually they “realize they
can’t keep their head above water
and if they want to swim they have
to give [some responsibilities] to
their teams.”

“Thirty [new businesses] is more
than almost any senior executive
thinks is manageable,” Mr. Cham-
bers adds. “The real point of going
to 50 is to keep people open

minded.”
Mr. Chambers says the idea for

the new management structure
came to him while participating in a
collaboration exercise at the 2007
World Economic Forum in Davos,
Switzerland. He was on a team with
Arianna Huffington, among others,
and the group was told to present a
vision for life in 2015.

Mr. Chambers was so impressed
by the quality of the answers the
group came up with that “by the end
of the session I had come to the con-
clusion that…the future of organiza-
tional structure [was] around these
councils and boards,” he says.

In April 2007, Mr. Chambers re-
peated the exercise with Cisco’s op-
erating committee at a meeting in
Monterey, Calif. There, three teams
of Cisco employees came up with
the same answer to a question about

the company’s mobile strategy.
“What it shows you is you can take
your top 40 or 50 [people] and then
your top 300 and then your top
3,000” and still arrive at the same de-
cisions, Mr. Chambers says.

The moves have been controver-
sial at Cisco. About 20% of the com-
pany’s senior leaders have left since
the shift began in 2007—a percent-
age organizational experts call un-
usually high. Mr. Chambers com-
pares the executives who’ve de-
parted to basketball stars who don’t
fit into a team’s system and adds
that Cisco is better of without them
despite their talent. He says the old
Cisco, which relied on a handful of
people to oversee new efforts,
would never have been able to pur-
sue so many opportunities.

Critics of the new structure say
that it adds bureaucracy and strips

away accountability. Cisco has lost
market share in key product catego-
ries recently, and some people who
have worked under the new struc-
ture draw a line between these
losses and the management-by-com-
mittee approach.

Cisco says the market share
losses are a result of aggressive pric-
ing by competitors and the fact that
several Cisco products recently
reached their end of life. The com-
pany expects to win back the share
it’s lost as new products gain trac-
tion.

The CEO says he doesn’t have a
limit in mind for the number of new
businesses that Cisco can pursue.
“We honestly don’t know if the right
number is 20 or 30 or 40” new
growth initiatives, Mr. Chambers
says. But he adds, “It’s no longer a
question of will the structure work.”

Online today
Alicia Mundy discusses the growing
abuse of propofol at WSJ.com/Video
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Unilever chief increases sales, but profit margins suffer

Spanish solar power goes on a hot streak
Already a big wheel in wind energy, sunny Spain is pressing its advantage in the race to harness solar thermal power

By Aaron O. Patrick

The new chief executive of Uni-
lever, Paul Polman, fulfilled his
promise to quickly fire up sales vol-
umes at the consumer giant, deliv-
ering a second-quarter perform-
ance that surpassed analysts’ fore-
casts for sales growth.

But to keep momentum at Uni-
lever—whose products include Ben
& Jerry’s ice cream, Dove
soap, Lipton teas and Hell-
mann’s mayo—Mr. Polman
faces a tough act: maintain-
ing profit margins as it ag-
gressively hunts higher
volume and revenue.

Mr. Polman, 53 years
old, hired from rival
Nestlé SA, took over in Jan-
uary and quickly set about
reversing the pricing strat-
egy of his retired predeces-
sor, Patrick Cescau. Mr.
Cescau jacked up prices last year
as the recession was taking root,
causing some consumers to stop
buying its products, driving down
sales volume in the first quarter.

Mr. Polman has vowed to drive
volume with lower prices and ag-
gressive marketing spending. The
impact was immediate: In the sec-
ond quarter, Unilever’s sales mea-
sured by volume rose 2% over the
previous year, but the strategy
pared profit margins.

As Unilever cut prices across Eu-

rope, sales measured by volume
grew 1%—the first increase in over
a year. But revenue fell 1.1%, after
stripping out the effect of currency
changes, acquisitions and divest-
ments. Western Europe generates
about a third of Unilever’s revenue.

Unilever’s net profit dropped
17% to Œ758 million ($1.09 billion)
from Œ909 million a year ago, due
to a combination of lower mar-

gins, higher finance and
tax costs and an increase
in pension costs.

Across all regions,
profit margins fell to
12.6% in the second quar-
ter from 13.2% in the year-
earlier period as Mr. Pol-
man increased the adver-
tising budget and dis-
counted more products.

Second-quarter sales
rose 4.1% after stripping
out the effect of currency

changes, divestments and acquisi-
tions, a strong result given the glo-
bal recession. By comparison, at ri-
val Procter & Gamble Co., sales
measured on the same basis over
the same period fell 1%.

Mr. Polman said he would seek
to maintain profit margins by re-
ducing costs, a tactic that could be
made easier by falling commodity
costs, including palm oil, a key
component of Unilever’s marga-
rine lines, which include Promise
and Country Crock.

“We’re looking at opportuni-
ties to drive costs out of the sys-
tem to reinvest the savings back in
growth,” Mr. Polman said at a me-
dia briefing in London.

The volume increase caused
Unilever shares to rise 5.4%, or 84
pence a share, to £16.29 in London
trading, as analysts figured Mr.
Polman’s approach would win mar-
ket share from its rivals, which in-
clude two companies that previ-
ously employed him, Nestlé and
Procter & Gamble.

Since taking over in January,
Mr. Polman has tried to increase
the speed of decision making in
the company, known for its sprawl-
ing bureaucracy and cautious cul-
ture.

After his arrival, the company
introduced “Thirty-Day Action
Plans,” for instance. The plans are
designed to make executives take
quick action to fix problems with
individual products, according to
a spokesman.

During the second quarter, Uni-
lever’s laundry detergent sales in
South Africa came under pressure
from a cheap local brand, accord-
ing to the spokesman. Unilever ex-
ecutives ordered an action plan to
deal with the threat, and the com-
pany quickly launched a cheap ver-
sion of its Surf detergent with
fewer features, which was very
popular, Mr. Polman said.

P&G, which is also wrestling
with how to keep consumers who
are trading down from its pre-
mium-priced brands, recently
made a similar move, introducing
Tide Basic, a cheaper version of its
powerhouse Tide detergent.

In the past, Unilever often ne-
glected struggling products to con-
centrate on popular brands such
as Dove soap, Hellmann’s mayon-
naise and Bertolli foods.

That doesn’t happen any more,
according to Jim Lawrence, Uni-
lever’s chief financial officer. “If
something was no longer poised
for growth, there was a danger it

would be allowed to decline,” he
said at Thursday’s briefing. “Now,
nothing is allowed to decline.”

Mr. Polman was Unilever’s first
CEO who wasn’t brought up from
the company’s internal ranks. The
executive spent most of his career
at Procter & Gamble.

Analysts said it could take
years to change the Unilever cul-
ture. “I believe [Mr. Polman] is the
right man to do so but I am not so
optimistic it will go through
quickly,” said Claudia Lenz, an ana-
lyst at Bank Vontobel in Switzer-
land. “Unilever is big and compli-
cated.”

Hot power
Solar thermal installed capacity in Spain, In megawatts
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Iberdrola Renovables’ solar thermal plants in Puertollano, Castilla La Mancha, Spain
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Paul Polman

The Polman effect
Unilever’s new CEO is pushing 
volume sales

Source: the company

An employee straightens a row of Dove 
shampoo bottles, a product of Unilever.
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By Juan Montes

MADRID—After positioning
Spain as the third-largest wind-
power producer after the U.S. and
Germany, renewable-energy compa-
nies are now racing for a foothold in
the country’s fast-growing “solar
thermal” market.

Concentrating solar-thermal
technology, as it is known, uses mir-
rors to focus the sun’s rays on to a
central receiver, generating steam
that powers electric turbines. What
makes the technology unique is that
the solar heat can be stored, offer-
ing a key power backup for electric
grids. Conventional photovoltaic so-
lar power has to be used on the spot.

Large power utilities are at-
tracted by solar thermal plants be-
cause their operation is similar to
that of conventionally fueled
steam power plants. Their storage
capacity, using tanks of molten
salt that retain heat, makes it pos-
sible to develop big plants that can
generate power around the clock.

Government figures show
Spain has close to 30 solar-ther-
mal plants under construction.
Companies are seeking clearance
for projects that would add 4,300
megawatts of capacity—enough to
cover about two-thirds of New
York City’s power demand on a
spring day—representing an in-
vestment of about Œ17 billion
(about $24.5 billion).

“After wind power, solar-ther-
mal technology will be the second
great renewable column of the
company in the short term,” said
Jose Manuel Entrecanales, presi-
dent of Acciona SA, a Spanish con-
struction company that has ex-

panded into renewable energy.
The boom comes with a number

of caveats. While fuel costs are
minimal, developing solar-ther-
mal energy plants is expensive—
about Œ4 million per megawatt,
compared with about Œ650,000
per megawatt for a modern natu-
ral-gas power station. The technol-
ogy isn’t universally acclaimed:
one criticism is that it requires a
backup in the winter to keep the
central receiver warm. Mean-
while, government incentives re-
lated to solar-thermal power are
expected to be curtailed.

Still, given Spain’s sunny cli-
mate, experts say solar-thermal
power could be key to reaching the
European Union’s goal of having a
fifth of all energy come from re-
newable sources by 2020.

“The government is very inter-
ested in solar-thermal energy be-
cause it’s the most suitable tech-
nology for Spain’s weather,” said
Deputy Energy Minister Pedro
Marin. “Because of its storage ca-
pacity, it’s also the only manage-
able renewable-energy source for
the power grid.”

Iberdrola SA unit Iberdrola

Renovables and Acciona, two of
the world’s biggest wind-power
companies, along with Abengoa
SA, are among the companies with
projects in the pipeline.

The ramp-up will take time.
Once approved by the government,
thermal plants take between one
and three years to build. The Span-
ish government expects solar-ther-
mal generation capacity to rise
from the current 183 megawatts to
about 800 megawatts by the end of
2010, roughly the capacity of a
small nuclear plant.

By 2020, however, Spain could

have as much as 8,000 megawatts of
installed solar-thermal power capac-
ity, said Jose Monzonis, head of so-
lar-thermal operations at Acciona.

Acciona switched on its first
Spanish solar-thermal plant in
July. It has three more plants un-
der construction and a pipeline of
projects with a total planned ca-
pacity of about 1,200 megawatts,
according to Esteban Morras,
head of the company’s energy divi-
sion. Although the global financial
crisis has forced Acciona to cut its
investment in wind-power opera-
tions, spending on its solar-ther-
mal business will rise this year,
Mr. Morras said.

This buoyant trend could be
damped by imminent regulatory
changes. Analysts say a stable and
generous pricing system imple-
mented two years ago, which sets a
premium for power from solar-ther-
mal technology over market prices,
has been a key factor boosting expan-
sion. But the government is expected
to reduce the premiums in September
and limit the amount of solar-ther-
mal power that can be brought on line
each year, in order to keep expensive
solar thermal power from pushing up
the price of wholesale electricity and
thus consumers’ power bills.

“We have already suffered de-
lays in some of our projects because
of the regulatory uncertainty,” said
Santiago Seage, head of Abengoa’s
solar division. But he notes that a
reasonable reduction in premiums
will soften, rather than block, the lo-
cal solar-thermal market.

“If this happens, what will change
is the pace of new installations,” Ac-
ciona’s Mr. Entrecanales said. “Com-
panies will have to plan better.”
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 23.80 $25.55 –0.18 –0.70%
Alcoa AA 57.10 12.80 –0.48 –3.61%
AmExpress AXP 27.30 31.31 0.95 3.13%
BankAm BAC 443.50 16.70 0.04 0.24%
Boeing BA 9.70 45.52 1.49 3.38%
Caterpillar CAT 11.80 47.14 0.50 1.07%
Chevron CVX 7.70 69.25 –0.54 –0.77%
CiscoSys CSCO 78.80 22.31 0.14 0.62%
CocaCola KO 6.30 49.39 0.22 0.45%
Disney DIS 8.50 25.37 0.10 0.40%
DuPont DD 8.50 32.46 0.38 1.18%
ExxonMobil XOM 15.80 69.73 –0.30 –0.43%
GenElec GE 114.90 14.31 0.32 2.29%
HewlettPk HPQ 15.20 42.21 –1.05 –2.43%
HomeDpt HD 12.80 26.54 0.21 0.80%
Intel INTC 62.80 18.70 –0.16 –0.85%
IBM IBM 5.20 117.38 –0.54 –0.46%
JPMorgChas JPM 51.80 40.75 –1.03 –2.47%
JohnsJohns JNJ 9.50 59.93 –0.52 –0.86%
KftFoods KFT 5.90 28.36 0.03 0.11%
McDonalds MCD 9.60 54.84 –0.25 –0.45%
Merck MRK 10.00 29.36 –0.25 –0.84%
Microsoft MSFT 55.80 23.46 –0.35 –1.47%
Pfizer PFE 35.30 15.79 –0.08 –0.50%
ProctGamb PG 27.70 51.46 –2.45 –4.54%
3M MMM 3.90 72.40 0.57 0.79%
TravelersCos TRV 4.70 46.78 0.20 0.43%
UnitedTech UTX 5.70 55.06 0.84 1.55%
Verizon VZ 14.00 30.96 –0.31 –0.99%
WalMart WMT 15.50 48.98 –0.22 –0.45%

Dow Jones Industrial Average P/E: 15
LAST: 9256.26 t 24.71, or 0.27%

YEAR TO DATE: s 479.87, or 5.5%

OVER 52 WEEKS t 2,175.17, or 19.0%

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

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

JPMorgan $3,196 10.1% 51% 28% 16% 5%

Goldman Sachs 2,134 6.8% 47% 23% 29% 1%

Bank of America Merrill Lynch 2,103 6.7% 35% 37% 20% 9%

Morgan Stanley 1,917 6.1% 47% 26% 26% 1%

Citi 1,892 6.0% 29% 39% 24% 7%

UBS 1,590 5.0% 46% 25% 27% 3%

Credit Suisse 1,519 4.8% 45% 35% 18% 3%

Deutsche Bank 1,495 4.7% 35% 39% 21% 5%

Barclays Capital 1,161 3.7% 21% 58% 13% 8%

Source: Dealogic

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

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

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

Brit Awys  614 –58 –103 –214 Enel 76 5 –8 –49

Rhodia 593 –33 –143 –393 ITV  491 6 24 –49

Alliance Boots Hldgs  284 –26 –52 –123 Swiss Reins  167 6 7 –54

Glencore Intl 327 –14 –78 –205 Kabel Deutschland  422 7 –29 –65

Pernod Ricard 254 –10 –19 –100 Alcatel Lucent 684 7 –51 –156

Fresenius 188 –8 –22 –51 EDP Energias de Portugal 78 9 4 –3

CIE Fin Michelin 145 –7 –25 –53 TUI 1620 12 –169 –108

Wendel 655 –7 –41 –134 Intl Pwr  463 13 –25 –130

Volkswagen 124 –7 –36 –91 Contl 764 16 –21 –402

Stena Aktiebolag 693 –6 –30 –121 Norske Skogindustrier  1093 20 –67 –198

Source: Markit Group

Dow Jones Stoxx 50: Thursday’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

HSBC Hldgs U.K. Banks $191.1 6.61 5.39% –10.0% –20.7%

Unilever Netherlands Food Products 48.8 19.80 5.26 9.5 11.4

Barclays U.K. Banks 65.5 3.54 5.20 –5.6 –42.9

Intesa Sanpaolo Italy Banks 46.2 2.71 3.53 –29.6 –40.4

Soc. Generale France Banks 42.3 50.70 3.26 –26.7 –55.4

Anglo Amer U.K. General Mining $44.0 19.51 –2.13% –29.6 –16.4

Koninklijke Phlps Netherlands Consumer Electronics 22.7 16.23 –1.61 –27.0 –36.0

BASF Germany Commodity Chemicals 46.3 35.09 –1.52 –12.1 14.1

L.M. Ericsson Tel B Sweden Telecoms Equipment 28.3 68.00 –1.45 3.7 –36.2

Astrazeneca U.K. Pharmaceuticals 66.5 27.23 –1.11 7.0 –15.2

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

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

BNP Paribas S.A. 79.6 53.00 2.73% –18.0% –33.8%
France (Banks)
UBS 48.1 15.89 2.65 –26.9 –72.6
Switzerland (Banks)
Siemens 76.0 57.87 2.30 –26.8 –7.3
Germany (Diversified Industrials)
Credit Suisse Grp 59.4 53.50 2.10 –2.5 –19.6
Switzerland (Banks)
Banco Bilbao Viz 61.8 11.48 1.68 –0.5 –30.7
Spain (Banks)
Banco Santander 117.4 10.02 1.62 –10.9 –8.4
Spain (Banks)
AXA S.A. 47.4 15.79 1.38 –26.1 –43.3
France (Full Line Insurance)
Nestle S.A. 157.2 43.76 1.30 –7.3 7.6
Switzerland (Food Products)
Bayer 52.5 44.20 1.17 –20.6 15.0
Germany (Specialty Chemicals)
ING Groep 27.4 9.19 1.16 –58.9 –71.6
Netherlands (Life Insurance)
Nokia 49.8 9.25 1.09 –47.7 –40.4
Finland (Telecoms Equipment)
Assicurazioni Gen 32.7 16.15 1.00 –27.9 –34.7
Italy (Full Line Insurance)
ENI 92.8 16.12 1.00 –25.4 –33.3
Italy (Integrated Oil & Gas)
Roche Hldg Part. Cert. 108.9 165.20 0.92 –11.4 –24.4
Switzerland (Pharmaceuticals)
ABB 42.8 19.64 0.77 –27.1 29.0
Switzerland (Industrial Machinery)
Allianz SE 49.1 75.50 0.68 –32.6 –40.6
Germany (Full Line Insurance)
Iberdrola S.A. 43.0 6.00 0.67 –29.3 –15.6
Spain (Conventional Electricity)
UniCredit 56.0 2.33 0.54 –31.1 –54.9
Italy (Banks)
ArcelorMittal 58.6 26.15 0.48 –52.2 4.3
Luxembourg (Iron & Steel)
SAP 58.6 33.29 0.42 –12.2 –4.0
Germany (Software)

Vodafone Grp 121.7 1.24 0.28% –10.7% 11.1%
U.K. (Mobile Telecoms)
Diageo 42.6 9.19 0.22 –2.2 –0.9
U.K. (Distillers & Vintners)
Total S.A. 130.8 38.40 0.20 –20.3 –27.0
France (Integrated Oil & Gas)
British Amer Tob 62.5 18.36 0.11 –2.1 29.6
U.K. (Tobacco)
Royal Dutch Shell A 92.2 18.10 0.06 –19.9 –34.3
U.K. (Integrated Oil & Gas)
BG Grp 60.0 9.99 –0.10 –9.7 39.7
U.K. (Integrated Oil & Gas)
France Telecom 64.2 17.10 –0.12 –15.4 7.1
France (Fixed Line Telecoms)
Sanofi-Aventis S.A. 87.4 46.25 –0.19 –0.6 –31.8
France (Pharmaceuticals)
BHP Billiton 59.0 15.74 –0.25 1.6 60.1
U.K. (General Mining)
E.ON 75.6 26.30 –0.38 –34.7 –18.2
Germany (Multiutilities)
Daimler 49.7 32.60 –0.41 –18.9 –18.2
Germany (Automobiles)
Telefonica S.A. 115.2 17.05 –0.44 3.2 30.0
Spain (Fixed Line Telecoms)
Deutsche Bk 40.6 45.49 –0.48 –26.6 –46.3
Germany (Banks)
GlaxoSmithKline 109.4 11.40 –0.48 –8.7 –21.2
U.K. (Pharmaceuticals)
Novartis 119.6 48.24 –0.54 –21.4 –29.4
Switzerland (Pharmaceuticals)
Tesco 48.6 3.69 –0.57 –2.5 1.0
U.K. (Food Retailers & Wholesalers)
GDF Suez 85.5 26.35 –0.58 –29.7 –3.0
France (Multiutilities)
Deutsche Telekom 55.0 8.78 –0.79 –22.4 –21.4
Germany (Mobile Telecoms)
BP 173.3 4.99 –0.99 –6.2 –18.9
U.K. (Integrated Oil & Gas)
Rio Tinto 64.2 24.95 –1.11 –37.2 11.6
U.K. (General Mining)

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 0.03% 0.09% 2.5% 4.8% -3.8%
Event Driven 0.42% 1.07% 4.4% 7.6% -20.4%
Equity Market Neutral -0.01% 0.04% 0.2% -3.2% -10.1%
Equity Long/Short 1.01% 2.09% 4.0% 2.8% -13.4%

*Estimates as of 08/05/09, 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 0.91 104.24% 0.02% 1.87 0.87 1.29

Eur. High Volatility: 11/1 1.63 109.34 0.04 3.89 1.56 2.55

Europe Crossover: 11/1 5.98 114.07 0.10 9.71 5.88 7.71

Asia ex-Japan IG: 11/1 1.27 109.94 0.04 3.84 1.21 2.27

Japan: 11/1 1.57 115.86 0.05 4.33 1.41 2.35

 Note: Data as of August 5

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

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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Fiat to buy Bertone plants
for building Chrysler cars

Delhaize warns of U.S. price war

U.K. search firm Odgers Berndt-
son has been hired to find the new
chief executive of the company that
manages the U.K. government’s
stakes in bailed-out banks, as Eu-
rope’s biggest headhunters com-
pete for the few spoils created by
the financial crisis.

A spokeswoman for U.K. Finan-
cial Investments Ltd., set up in No-
vember to manage the govern-
ment’s stakes in banks including
Royal Bank of Scotland Group PLC
and Lloyds Banking Group PLC,
confirmed Odgers has been se-
lected to find suitable candidates
after CEO John Kingman said last
month he would step down once a
successor is found.

Thanks to its bailouts, the U.K.
government has risen in importance
for London’s headhunters,
who are struggling to out-
last hiring freezes across
the banking sector. Several
search firms have merged
over the past few months
as they look for safety in
size, with Korn/Ferry Inter-
national acquiring White-
head Mann in June, and Ha-
nover Search agreeing a
deal for Napier Scott later
that month. Since then, two
more London headhunters—
GRS Group and Kinsey Allen Con-
sulting—have joined forces.

Odgers is one of four search
firms that has worked for UKFI
since it was set up in November,
the UKFI spokeswoman added,
along with Whitehead Mann, Spen-
cer Stuart and Egon Zehnder In-
ternational AG, whose work in-
cluded recruiting non-executive
UKFI board members from the pri-
vate sector. Odgers declined to
comment Thursday.

Korn/Ferry Whitehead Mann
has placed several executives at
bailed out banks. It was involved in
the appointment of Sir Philip
Hampton as chairman of the Royal
Bank of Scotland, and other board
level appointments at the Scottish
bank, according to people familiar
with the matter.

It also played a role in placing
non-executive directors at Lloyds
Banking Group. It has been involved
in making appointments to the Bank
of England’s newly formed Financial
Stability Committee.

While the British government
has spread its business across sev-
eral headhunters, in the U.S. Spen-
cer Stuart has cornered the equiva-
lent market, becoming the go-to re-
cruiter when Uncle Sam wants
bailed-out companies to install new
directors and other top officials.

Earlier this week, troubled in-
surer American International
Group Inc. tapped Robert Ben-
mosche as its new chief executive—
the latest high-profile crisis-man-
ager placement handled by Spencer
Stuart. The search firm also helped
AIG find six directors in the spring.

Similarly, Spencer Stuart
matched up General Motors Co.
with Edward E. Whitacre Jr., who
completed his first board meeting
Tuesday as chairman of the newly re-
structured auto maker. And Spencer
Stuart recently recruited C. Robert
Kidder to become chairman of
Chrysler Group LLC.

The string of placements reflects
the New York firm’s strong
position in U.S. director
searches and the way it is
plugged in to government
officials, who several times
have turned to Spencer Stu-
art as they took big stakes
in troubled companies over
the past year.

I ts n e a r - l o c k o n
searches for companies re-
ceiving taxpayer dollars
also is ruffling feathers
among rival recruiters.

Spencer Stuart’s work at govern-
ment-aided companies began last
fall, after the government seized
Freddie Mac. The big mortgage
company tapped Spencer Stuart to
help find six board members be-
cause the recruiter had handled
previous hunts for Freddie direc-
tors, recalls John Koskinen, Fred-
die Mac chairman.

As for AIG’s CEO assignment,
Spencer Stuart was chosen because
the recruiters “were already up to
speed,” says someone close to the
situation.Thomas J. Neff, Spencer
Stuart’s 71-year-old U.S. chairman
and top CEO recruiter, is a pivotal
player. Mr. Neff, who joined the
firm in 1976, has handled more than
150 CEO and more than 350 board
searches, including the appoint-
ments of Boeing Co. CEO Jim Mc-
Nerney and Morgan Stanley CEO
John Mack.

Mr. Neff also helped recruit Trea-
sury Secretary Timothy Geithner to
be president of the New York Fed-
eral Reserve in 2003.

Headhunters scramble
for government jobs

Thomson Reuters earnings double

U.K. car market perks up
Scrapping discounts
help break long slide
in new registrations

CORPORATE NEWS

By Vivek Ahuja and
Matt Turner in London and
Joann S. Lublin in New York

Thomas J. Neff

Source: SMMT

Revived sales
U.K. top 10 best-selling cars in July 

Brand  Units  

1. Ford Fiesta   8,976

2. Ford Focus  7,934

3. Vauxhall Corsa  5,920

4. Vauxhall Astra  5,705

5. VW Golf  4,101

6. Peugeot 207  3,957

7. Vauxhall Insignia  3,340

8. BMW 3 Series  3,292

9. Hyundai i10   3,084

10. Renault Clio    2,837

The 2011 Ford Fiesta Bloomberg News

By Eva Palumbo

And Sabrina Cohen

ROME—Fiat SpA plans to build
Chrysler Group LLC vehicles in Italy
at the plants it will acquire through
its purchase of niche manufacturer
Carrozzeria Bertone, according to
the Italian government.

Fiat, which acquired a 20% stake
in Chrysler in June, beat out two
other bidders for Bertone’s assets,
the government said.

Bertone helped build such models
as the Alfa Romeo Giulietta Sprint
and the Lamborghini Countach be-
fore it ran into financial difficulties.

Fiat and Chrysler both declined
to comment.

The acquisition underscores how
fast Sergio Marchionne, chief execu-
tive of both Fiat and Chrysler, is mov-
ing to follow through on his plans to
produce Chrysler products outside
North America. Currently, Chrysler
imports its Dodge, Chrysler and Jeep
brands into Europe.

Located near Fiat’s Mirafiori
plant in Turin, Bertone was put in
special administration a year and a
half ago to avoid bankruptcy. It ran
into financial difficulty after the
death of owner Giuseppe Bertone,
producing its last car in 2007.

By Peppi Kiviniemi

BRUSSELS—Belgium-based su-
permarket operator Delhaize Group
SA on Thursday posted a 7.6% rise in
second-quarter net profit helped by
higher sales, the stronger U.S. dollar
and cost cutting.

The company, however, also
raised concerns about a deepening
price war in the U.S.

Delhaize—which operates the
Food Lion, Hannaford and Sweet
Bay chains in the U.S., as well as Del-
haize supermarkets in Belgium—
saw its U.S. sales grow in the second
quarter, even in dollar terms, be-
cause it offered comparatively low
prices and aggressively promoted

its own brands. But competitors
have pledged to cut their own
prices, raising fears that Delhaize’s
advantage might be eroded.

Net profit came in at Œ125 million
($180.2 million) in the three months
ended June 30, up from Œ116 million
a year earlier, though the growth in
net was curbed by much higher
taxes and interest payments. Del-
haize said sales grew by 14% to Œ5.08
billion, boosted by the strength of
the dollar against the euro.

More than half of Delhaize’s
2,670 stores are in the eastern U.S.,
and the company generates about
70% of its revenue in the country.

Last week, Supervalu Inc., one of
Delhaize’s main competitors in the

U.S., said it would aggressively cut
prices as customers shunned its un-
discounted foods. The previous
week, Safeway Inc. CEO Steven
Burd said the company was having
to cut prices in areas it hadn’t
wanted to, because rivals were do-
ing the same.

Delhaize’s CEO, Pierre-Olivier
Beckers, defended the company’s po-
sition, saying it was protecting its
markets “very well.” Still, Chief Fi-
nancial Officer Stefan De-
scheemaeker said the company
couldn’t raise its full-year forecast,
because it was facing an intensified
price war and because comparative
figures for the second half of the
year were very strong.

By Russell Adams

Thomson Reuters Corp.’s sec-
ond-quarter profit more than dou-
bled as cost cutting from last
year’s acquisition of Reuters
helped the information provider
offset slowing growth.

Net income jumped to $315 mil-
lion, or 38 cents per share, from
$150 million, or 19 cents per share,
in last year’s second quarter. Reve-
nue increased 5% to $3.3 billion, and

executives said Thursday they are
sticking to their original forecast of
revenue growth in 2009 on signs of
a recovery in the financial sector.

Thomson Reuters sells data to
professionals in a variety of fields,
including financial services and law.
The markets division, which targets
finance professionals and accounts
for nearly 60% of the company’s rev-
enue, has been hit recently by job
losses on Wall Street.

Revenue in the markets division

fell 7% to $1.9 billion, but operating
profit in the division grew 16% to
$424 million, on savings from the
Reuters deal. In the sales and trad-
ing unit, revenue fell 10% for the
quarter as the company “continued
to see difficult trading conditions,”
Chief Executive Tom Glocer said.

Thomson Reuters said it expects
to realize savings of $1 billion by the
end of the year, largely as a result of
greater efficiencies from the combi-
nation of Thomson and Reuters.

By Jonathan Buck

LONDON—The U.K. government’s
incentives for consumers to scrap old
cars showed signs of success Thurs-
day, as new-car registrations climbed
2.4% in July from a year earlier—the
first growth in 15 months.

Last month, 21% of new-car regis-
trations, a measure of sales, were at-
tributed to the government-backed
scrap incentives, according to data
compiled by the Society for Motor
Manufacturers and Traders.

The big winner was Hyundai Mo-
tor Co., which sold more cars in July
under the scrapping initiative than
any other auto maker. Ford Motor Co.
has sold the most vehicles under the
plan since it came into effect in May.

“The impact of the scrappage

scheme is clear and we are encour-
aged by the positive impact it has
had,” said SMMT Chief Executive
Paul Everitt, although he cautioned
that the U.K. car industry still faced a
long road to recovery.

The U.K. scrappage plan — which
offers motorists £2,000 ($3,400) in
discounts on new vehicles when they
trade in vehicles that are more than
10 years old — mirrors similar initia-
tives in other Western European mar-
kets and the U.S. The programs were
introduced by governments to help
car makers and dealers weather the
biggest drop in demand for new cars
since World War II, while at the same
time boosting consumer spending
and improving their environmental
records by encouraging sales of vehi-
cles with lower emissions.

Incentives vary from country to
country. For example, Germany imple-
mented one of the most generous
plans in Europe, offering Œ2,500
($3,600) in trade-in discounts. As a re-
sult, new-car registrations in Ger-
many have soared. In July, they rose

29.5% from a year earlier.
Europe-wide new-car registra-

tions climbed 2.4% in June from a
year earlier. Figures for July will be re-
leased later this month.

In the U.K., new-car registrations
last month edged up to 157,149 from
153,420 a year earlier. That was 10.4%
above an SMMT forecast for the
month, but 10.1% below the average
for July between 1999 and 2008.

Ford was the top seller overall
thanks to the popularity of its Fiesta
and Focus models. Its sales last
month fell 2.5% to 24,679 vehicles,
with its market share falling to 15.7%
from 16.5% a year earlier.

Vauxhall, whose brand has been
tarnished by the bankruptcy filing in
the U.S. of parent General Motors
Co., saw its sales drop 10.5% from a
year earlier to 18,604 vehicles. Its
market share fell to 11.8% from 13.5%.

Under the scrappage plan, which
is funded equally by the government
and manufacturers, Hyundai in July
sold 4,380 vehicles, beating Ford’s
4,001 vehicles.
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

2.46% 15 DJ Global Index -a % % 203.72 –0.29% –20.5% 4.34% 13 U.S. Select Dividend -b % % 567.42 –0.29% –19.3%

2.00% 17 Global Dow 1181.80 0.25% –19.3% 1807.79 0.38% –24.4% 4.40% 16 Infrastructure 1292.70 0.29% –15.1% 1775.24 0.42% –20.5%

3.13% 31 Stoxx 600 227.90 0.45% –20.6% 244.52 0.31% –25.8% 1.64% 8 Luxury 779.30 0.06% –8.6% 951.68 0.19% –14.4%

3.28% 20 Stoxx Large 200 243.90 0.42% –21.1% 260.30 0.28% –26.3% 6.05% 5 BRIC 50 375.20 0.11% –11.7% 515.29 0.23% –17.3%

2.38% -11 Stoxx Mid 200 211.20 0.54% –17.6% 225.35 0.41% –23.0% 4.29% 12 Africa 50 723.10 0.57% –22.8% 661.03 0.70% –27.7%

2.42% 252 Stoxx Small 200 133.50 0.76% –17.3% 142.42 0.63% –22.7% 3.62% 7 GCC % % 1431.53 0.57% –48.8%

3.17% 22 Euro Stoxx 246.70 0.60% –22.8% 264.70 0.46% –27.9% 3.03% 15 Sustainability 750.00 0.45% –17.1% 909.36 0.27% –22.6%

3.31% 16 Euro Stoxx Large 200 262.40 0.53% –23.5% 279.77 0.39% –28.5% 2.37% 13 Islamic Market -a % % 1741.15 –0.64% –18.8%

2.40% -13 Euro Stoxx Mid 200 233.40 1.00% –19.6% 248.83 0.86% –24.9% 2.66% 13 Islamic Market 100 1537.30 –0.31% –12.0% 1889.41 –0.49% –17.8%

2.71% 22 Euro Stoxx Small 200 142.60 0.74% –18.7% 151.87 0.60% –24.0% 2.66% 13 Islamic Turkey -c % % % %

5.65% 9 Stoxx Select Dividend 30 1261.40 0.00% –29.2% 1550.87 –0.13% –33.9% 2.10% 14 DJ U.S. TSM % % 10289.71 –0.36% –20.3%

4.90% 11 Euro Stoxx Select Div 30 1520.40 0.82% –31.8% 1876.49 0.68% –36.3% % DJ-UBS Commodity 124.30 –2.28% –29.0% 129.71 –2.42% –33.7%

*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 1.1900 1.9995 1.1165 0.1659 0.0380 0.1964 0.0125 0.3031 1.7097 0.2296 1.1081 ...

 Canada 1.0739 1.8044 1.0076 0.1497 0.0343 0.1772 0.0112 0.2735 1.5429 0.2072 ... 0.9025

 Denmark 5.1818 8.7066 4.8618 0.7225 0.1654 0.8552 0.0542 1.3199 7.4449 ... 4.8252 4.3545

 Euro 0.6960 1.1695 0.6530 0.0970 0.0222 0.1149 0.0073 0.1773 ... 0.1343 0.6481 0.5849

 Israel 3.9260 6.5967 3.6836 0.5474 0.1253 0.6480 0.0411 ... 5.6407 0.7577 3.6558 3.2992

 Japan 95.5500 160.5479 89.6510 13.3231 3.0507 15.7699 ... 24.3377 137.2815 18.4397 88.9748 80.2954

 Norway 6.0590 10.1806 5.6849 0.8448 0.1935 ... 0.0634 1.5433 8.7053 1.1693 5.6421 5.0917

 Russia 31.3205 52.6263 29.3868 4.3672 ... 5.1693 0.3278 7.9777 44.9997 6.0444 29.1652 26.3202

 Sweden 7.1718 12.0503 6.7290 ... 0.2290 1.1837 0.0751 1.8267 10.3040 1.3840 6.6782 6.0268

 Switzerland 1.0658 1.7908 ... 0.1486 0.0340 0.1759 0.0112 0.2715 1.5313 0.2057 0.9925 0.8956

 U.K. 0.5951 ... 0.5584 0.0830 0.0190 0.0982 0.0062 0.1516 0.8551 0.1149 0.5542 0.5001

 U.S. ... 1.6803 0.9383 0.1394 0.0319 0.1650 0.0105 0.2547 1.4368 0.1930 0.9312 0.8403

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 340.25 –16.75 –4.69% 707.00 302.00
Soybeans (cents/bu.) CBOT 1030.00 –15.00 –1.44 1,557.50 670.00
Wheat (cents/bu.) CBOT 528.25 –28.50 –5.12 1,155.75 526.00
Live cattle (cents/lb.) CME 89.125 –0.700 –0.78 118.500 81.250
Cocoa ($/ton) ICE-US 2,851 –51 –1.76 3,217 1,961
Coffee (cents/lb.) ICE-US 134.70 3.20 2.43% 183.30 109.00
Sugar (cents/lb.) ICE-US 19.80 0.43 2.22 19.98 11.05
Cotton (cents/lb.) ICE-US 60.86 –1.40 –2.25 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,325.00 –10 –0.43 2,685 1,965
Cocoa (pounds/ton) LIFFE 1,745 –12 –0.68 1,985 1,177
Robusta coffee ($/ton) LIFFE 1,494 –5 –0.33 2,324 1,250

Copper (cents/lb.) COMEX 275.20 –6.00 –2.13 375.35 129.55
Gold ($/troy oz.) COMEX 962.90 –3.40 –0.35 1,060.00 494.00
Silver (cents/troy oz.) COMEX 1464.50 –11.50 –0.78 2,009.00 886.00
Aluminum ($/ton) LME 2,025.00 –16.00 –0.78 2,922.00 1,288.00
Tin ($/ton) LME 15,150.00 200.00 1.34 21,400.00 9,750.00
Copper ($/ton) LME 6,036.00 –102.00 –1.66 7,761.00 2,815.00
Lead ($/ton) LME 1,910.00 –25.50 –1.32 2,115.00 870.00
Zinc ($/ton) LME 1,892.00 11.00 0.58 1,892.00 1,065.00
Nickel ($/ton) LME 20,075 280 1.41 21,195 9,000

Crude oil ($/bbl.) NYMEX 71.94 –0.03 –0.04 142.60 44.28
Heating oil ($/gal.) NYMEX 1.9367 –0.0202 –1.03 4.0400 1.2589
RBOB gasoline ($/gal.) NYMEX 2.0607 0.0095 0.46 3.0875 1.1450
Natural gas ($/mmBtu) NYMEX 3.743 –0.299 –7.40 12.059 3.366
Brent crude ($/bbl.) ICE-EU 75.24 –0.59 –0.78 116.93 44.75
Gas oil ($/ton) ICE-EU 617.00 4.00 0.65 1,086.00 411.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Aug. 6
Per In

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

Argentina peso-a 5.4938 0.1820 3.8238 0.2615

Brazil real 2.6256 0.3809 1.8275 0.5472

Canada dollar 1.5429 0.6481 1.0739 0.9312
1-mo. forward 1.5427 0.6482 1.0738 0.9313

3-mos. forward 1.5424 0.6483 1.0736 0.9315
6-mos. forward 1.5421 0.6485 1.0733 0.9317

Chile peso 777.93 0.001285 541.45 0.001847
Colombia peso 2873.07 0.0003481 1999.70 0.0005001

Ecuador US dollar-f 1.4368 0.6960 1 1
Mexico peso-a 18.6569 0.0536 12.9855 0.0770

Peru sol 4.2348 0.2361 2.9475 0.3393
Uruguay peso-e 33.476 0.0299 23.300 0.0429

U.S. dollar 1.4368 0.6960 1 1
Venezuela bolivar 3.09 0.324135 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7097 0.5849 1.1900 0.8404
China yuan 9.8149 0.1019 6.8313 0.1464

Hong Kong dollar 11.1351 0.0898 7.7502 0.1290
India rupee 68.3821 0.0146 47.5950 0.0210

Indonesia rupiah 14195 0.0000705 9880 0.0001012
Japan yen 137.28 0.007284 95.55 0.010466

1-mo. forward 137.24 0.007286 95.52 0.010469
3-mos. forward 137.16 0.007291 95.47 0.010475

6-mos. forward 136.98 0.007301 95.34 0.010489
Malaysia ringgit-c 5.0150 0.1994 3.4905 0.2865

New Zealand dollar 2.1410 0.4671 1.4902 0.6711
Pakistan rupee 118.359 0.0084 82.380 0.0121

Philippines peso 68.856 0.0145 47.925 0.0209
Singapore dollar 2.0627 0.4848 1.4357 0.6965

South Korea won 1760.74 0.0005679 1225.50 0.0008160
Taiwan dollar 47.046 0.02126 32.745 0.03054
Thailand baht 48.828 0.02048 33.985 0.02942

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

Euro zone euro 1 1 0.6960 1.4368

1-mo. forward 0.9999 1.0001 0.6960 1.4368

3-mos. forward 0.9999 1.0001 0.6960 1.4368

6-mos. forward 1.0000 1.0000 0.6960 1.4368

Czech Rep. koruna-b 25.933 0.0386 18.050 0.0554

Denmark krone 7.4449 0.1343 5.1818 0.1930

Hungary forint 269.45 0.003711 187.54 0.005332

Norway krone 8.7053 0.1149 6.0590 0.1650

Poland zloty 4.1365 0.2418 2.8791 0.3473

Russia ruble-d 45.000 0.02222 31.321 0.03193

Sweden krona 10.3040 0.0970 7.1718 0.1394

Switzerland franc 1.5313 0.6530 1.0658 0.9383

1-mo. forward 1.5308 0.6533 1.0654 0.9386

3-mos. forward 1.5298 0.6537 1.0648 0.9392

6-mos. forward 1.5276 0.6546 1.0632 0.9405

Turkey lira 2.1225 0.4711 1.4773 0.6769

U.K. pound 0.8551 1.1695 0.5951 1.6803

1-mo. forward 0.8551 1.1694 0.5952 1.6801

3-mos. forward 0.8552 1.1693 0.5953 1.6800

6-mos. forward 0.8553 1.1691 0.5953 1.6798

MIDDLE EAST/AFRICA
Bahrain dinar 0.5416 1.8463 0.3770 2.6527

Egypt pound-a 7.9467 0.1258 5.5310 0.1808

Israel shekel 5.6407 0.1773 3.9260 0.2547

Jordan dinar 1.0176 0.9827 0.7083 1.4119

Kuwait dinar 0.4119 2.4277 0.2867 3.4880

Lebanon pound 2157.28 0.0004635 1501.50 0.0006660

Saudi Arabia riyal 5.3882 0.1856 3.7503 0.2666

South Africa rand 11.5888 0.0863 8.0660 0.1240

United Arab dirham 5.2771 0.1895 3.6730 0.2723

SDR -f 0.9167 1.0909 0.6380 1.5674

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

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

 31 EUROPE DJ Stoxx 600 227.89 1.02 0.45% 15.7% –20.6%

 15 DJ Stoxx 50 2318.73 11.46 0.50 12.3% –20.4%

 22 Euro Zone DJ Euro Stoxx 246.70 1.47 0.60 10.7% –22.8%

 18 DJ Euro Stoxx 50 2662.01 18.88 0.71 8.6% –21.6%

 11 Austria ATX 2350.70 11.84 0.51 34.3% –35.9%

 13 Belgium Bel-20 2226.50 53.23 2.45 16.7% –26.9%

 11 Czech Republic PX 1144.0 23.5 2.10 33.3% –21.1%

 17 Denmark OMX Copenhagen 304.13 2.27 0.75 34.5% –21.3%

 13 Finland OMX Helsinki 5875.45 34.90 0.60 8.7% –30.6%

 14 France CAC-40 3477.83 19.30 0.56 8.1% –22.0%

 23 Germany DAX 5369.98 16.97 0.32 11.6% –17.9%

 … Hungary BUX 17851.03 247.68 1.41 45.8% –15.8%

 10 Ireland ISEQ 2864.11 28.56 1.01 22.2% –34.5%

 11 Italy FTSE MIB 21128.66 166.16 0.79 8.6% –27.5%

 9 Netherlands AEX 288.11 2.87 1.01 17.1% –29.0%

 13 Norway All-Shares 351.09 –0.97 –0.28% 29.9% –26.4%

 17 Poland WIG 34979.36 302.98 0.87 28.5% –14.5%

 14 Portugal PSI 20 7485.03 12.60 0.17 18.0% –10.3%

 … Russia RTSI 1083.79 –10.47 –0.96% 71.5% –41.2%

 10 Spain IBEX 35 10776.0 71.6 0.67% 17.2% –8.0%

 15 Sweden OMX Stockholm 269.19 0.35 0.13 31.8% –4.6%

 12 Switzerland SMI 5968.08 56.17 0.95 7.8% –16.9%

 … Turkey ISE National 100 43836.03 –63.41 –0.14 63.2% 5.3%

 12 U.K. FTSE 100 4690.53 43.40 0.93 5.8% –14.4%

 34 ASIA-PACIFIC DJ Asia-Pacific 114.94 0.63 0.55 22.8% –12.2%

 … Australia SPX/ASX 200 4326.3 61.8 1.45 16.2% –13.2%

 … China CBN 600 29060.03 –564.72 –1.91 96.8% 32.3%

 19 Hong Kong Hang Seng 20899.24 404.47 1.97 45.3% –5.5%

 19 India Sensex 15514.03 –389.80 –2.45 60.8% 2.6%

 … Japan Nikkei Stock Average 10388.09 135.56 1.32 17.3% –20.9%

 … Singapore Straits Times 2601.50 –5.33 –0.20 47.7% –8.2%

 11 South Korea Kospi 1565.04 5.57 0.36 39.2% 0.1%

 18 AMERICAS DJ Americas 262.11 –2.60 –0.98 15.9% –21.5%

 … Brazil Bovespa 55618.30 –765.78 –1.36 48.1% –3.7%

 18 Mexico IPC 27879.70 –202.93 –0.72 24.6% 2.4%

*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. 6, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.80% 18 ALL COUNTRY (AC) WORLD* 270.32 –0.51% 18.7% –21.8%

2.80% 19 World (Developed Markets) 1,061.64 –0.48% 15.4% –22.3%

2.50% 20 World ex-EMU 124.47 –0.41% 15.7% –21.0%

2.60% 21 World ex-UK 1,057.56 –0.52% 14.5% –21.9%

3.50% 18 EAFE 1,446.87 –0.70% 16.9% –24.0%

2.40% 16 Emerging Markets (EM) 854.54 –0.71% 50.7% –18.0%

4.00% 12 EUROPE 78.95 –0.49% 13.7% –20.4%

4.20% 13 EMU 161.65 –0.88% 13.8% –28.8%

3.70% 15 Europe ex-UK 86.16 –0.69% 11.0% –20.6%

4.90% 10 Europe Value 89.49 –0.32% 15.4% –20.1%

3.00% 16 Europe Growth 67.68 –0.66% 12.0% –20.8%

3.20% 15 Europe Small Cap 139.12 0.72% 37.8% –17.1%

2.40% 8 EM Europe 229.78 –1.78% 44.7% –39.9%

4.50% 9 UK 1,381.81 –0.49% 5.1% –13.8%

2.90% 14 Nordic Countries 123.95 –0.15% 26.4% –23.6%

1.80% 7 Russia 612.10 –1.32% 48.5% –49.6%

3.60% 12 South Africa 653.39 –0.12% 12.9% –5.0%

2.90% 19 AC ASIA PACIFIC EX-JAPAN 362.62 –1.24% 46.6% –13.0%

1.70%-118 Japan 588.14 –1.06% 11.0% –28.4%

2.10% 18 China 60.79 –1.49% 49.0% –4.3%

1.00% 20 India 629.11 0.49% 70.4% 9.7%

0.90% 23 Korea 437.74 –0.45% 42.6% 0.5%

2.80% 31 Taiwan 249.16 –1.50% 43.7% –7.4%

2.00% 25 US BROAD MARKET 1,109.63 –0.30% 13.0% –20.5%

1.50% -44 US Small Cap 1,487.78 –0.47% 19.3% –19.0%

3.50% 14 EM LATIN AMERICA 3,386.84 0.68% 63.0% –21.9%

*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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Telecom firms post profit
Carriers in Germany,
Italy cite weaknesses
but stick by forecasts

Pioneer Corp.

Pioneer Corp. said one-time gains
from asset sales and a much lower tax
bill helped it halve its net loss in the
fiscal first quarter from a year earlier
as it continues to seek funds to help
turn it into a car electronics maker.
The Japanese company posted a net
loss of 4.1 billion yen ($43.2 million)
in the three months ended June 30,
compared with a net loss of 9.49 bil-
lion yen in the same period a year ear-
lier. Pioneer, which unveiled plans to
pull out of making television sets to
concentrate on car electronics earlier
this year, recorded a one-off gain of
5.95 billion yen in the quarter on the
sales of assets. Revenue fell 60% to
95.8 billion yen from 160.91 billion
yen. It said it is still seeking about 40
billion yen in new funds as it pro-
ceeds with its restructuring plan.

—Compiled from staff
and wire service reports.

Mixed signals
Deutsche Telekom’s net profit/loss, 
in millions

Sources: the company; Associated Press (photo)

     Rene Obermann, CEO of
Deutsche Telekom
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Audi AG

Luxury-car maker Audi AG said
its global sales rose 2.1% in July from
a year earlier to 85,000 vehicles, as
demand in China helped stem a wider
decline. The Ingolstadt, Germany,
company, a unit of Volkswagen AG,
said the growth in July was strong in
Europe and Asia, both key markets
for the maker of the A4, the TT and
other models, and added that U.S.
saleswere also starting to showsigns
of imporvement. The company sold
13,399 cars in China in July, up 42.5%.
Sales in Germany rose 0.3% to 23,404
vehicles. Between January and July,
Audi sold about 551,000 cars, or 8.1%
fewer than a year earlier. Audi has re-
ported a slowing of its sales decline,
amid signs that the global auto sales
collapse has hit bottom. In Western
Europe, Audi’s seven-month sales
fell to 102,500, a drop of 2.4%, but it
lifted its market share.

GlaxoSmithKline PLC

Pharmaceuticals giant Glaxo-
SmithKline PLC and U.K. biotechnol-
ogy company Vernalis PLC inked a
deal to develop new cancer drugs, in
an agreement potentially valued at as
much as $200 million to Vernalis.
Glaxo has taken an option to license
any experimental drugs developed by
Vernalis designed to affect an undis-
closed cancer target, the companies
said Thursday. Vernalis will be re-
sponsible for developing the com-
pounds and Glaxo agreed to put the
compounds through laboratory test-
ing until they are ready to begin clini-
cal trials in humans. Glaxo will then
have the option to license the com-
pound and continue its development.
Glaxo will pay Vernalis $3 million plus
$3 million for a 3.39% equity stake in
the company. Vernalis will get pay-
ments if the drugs reach certain devel-
opmental or regulatory targets, po-
tentially totaling $200 million. It
would also receive royalties on sales
should any drug make it to market.

CORPORATE NEWS

Virgin Media reports smaller loss

By Archibald Preuschat

And Giada Zampano

European telecommunications
companies Deutsche Telekom AG
and Telecom Italia SpA delivered
solid earnings Thursday and stuck
with their full-year forecasts, al-
though the results weren’t as
strong as those from peers such as
Fr a n c e T é l é c o m SA a n d
Telefónica SA, which reported
last week.

Deutsche Telekom, one of Eu-
rope’s biggest telecommunica-
tions companies, met analyst ex-
pectations with its second-quarter
results, though both earnings and
sales were buttressed by the con-
solidation of the company’s 30%
stake in Hellenic Telecommunica-
tions Organization SA, or OTE.

The main positive from Deut-
sche Telekom’s second-quarter
performance was the improve-
ment in Poland, the U.S. and U.K.
compared with the previous quar-
ter. Deutsche Telekom has strug-
gled in these markets in recent
quarters, leading to a surprise
profit warning in April.

“We worked hard to counter
this trend,” Chief Executive René
Obermann said at a news confer-
ence Thursday.

Mr. Obermann said he wasn’t
satisfied with the performance of
the company’s U.S. mobile unit,
T-Mobile USA, despite margin im-
provements at the division that
came as a result of lower operat-
ing costs.

“In dollar terms there was no
growth in the second quarter,” Mr.
Obermann said. “We intend to
change that in the medium term,
but the turnaround will not be in
the third quarter.” Revenue at
T-Mobile USA, previously the com-
pany’s main growth driver, fell
2.3% in the quarter to $5.34 bil-
lion. The unit gained 325,000 cus-
tomers in the period, for a total of
33.5 million—that was just half

the growth of a year earlier.
Bonn-based Deutsche Telekom

said its net profit in the quarter
ended June 30 rose 32% to Œ521
million ($751 million) from Œ394
million a year earlier, boosted by
interest payments that were
around Œ200 million lower than a
year earlier. Revenue rose 7.4% to
Œ16.24 billion.

Turning to the company’s U.K.
operations, Mr. Obermann said the
U.K. T-Mobile unit will unveil a new
strategy in coming weeks. He de-
clined to comment on speculation
that the business would be sold.

The company in the first quar-
ter booked a Œ1.8 billion write-
down on its T-Mobile UK opera-
tions, where it has recently in-
stalled new management. The U.K.
is the most fiercely competitive
market in Europe, where T-Mobile
is up against bigger and stronger
rivals in market leader O2, a unit
of Telefonica; Vodafone Group
PLC and BT Group PLC.

Deutsche Telekom confirmed
its forecast for full-year adjusted
earnings before interest, taxes, de-
preciation and amortization, ex-
cluding OTE, to be 2% to 4% below
the Œ19.5 billion posted in 2008,
with an additional contribution of
Œ2 billion from OTE. It expects
free cash flow for 2009 to be Œ7 bil-
lion, including OTE.

Meanwhile, Telecom Italia,
which is focusing on reducing debt

and slashing costs, posted a first-
half net profit of Œ964 million,
down from Œ1.12 billion a year ear-
lier, as it paid Œ484 million more in
taxes. The results came in better
than analysts expected. Telecom
Italia didn’t break out second-
quarter results.

Revenue fell 5.8% to Œ13.95 bil-
lion a year earlier, as a slowdown
in domestic sales was only par-
tially offset by a better perform-
ance at Brazilian mobile-phone
company TIM Participacoes SA.
The Brazilian unit posted a nar-
rower net loss for the second quar-
ter as restructuring measures im-
proved its operating performance.

Telecom Italia, like many of Eu-
rope’s telecom companies, has
trimmed costs in a fierce fight for
dominance in the competitive Euro-
pean mobile and broadband mar-
ket. The cost cuts are also designed
to preserve margins as national and
European regulators force down
the cost to consumers of voice calls,
text messaging and data.

The Italian company said its
closely watched net debt stood at
Œ35.2 billion at the end of June, up
from Œ34.5 billion at the end of
March.

As part of its 2009-11 business
plan, the company pledged to re-
duce its ratio of debt to Ebitda to
2.9 times by the end of 2009, and to
2.3 times by the end of 2011, from
about 2.99 times at the end of 2008.

Fraport AG

German airport operator
Fraport AG said its second-quarter
net profit fell 34% as airline traffic
declined during the recession. The
company said net profit dropped to
Œ46.2 million ($66.6 million) from
Œ69.9 million a year earlier. Sales de-
clined 4.4% to Œ493.5 million. The
operator of Frankfurt airport, conti-
nental Europe’s second-largest air-
port after Paris Charles de Gaulle,
said passenger levels declined 5.8%
to 33 million during the first six
months and cargo levels dropped
more than 20% to 942,000 metric
tons. Fraport also has minority
stakes in a number of airports, in-
cluding Lima, Peru and Antalya, Tur-
key. The company also warned that
it expects the global downturn to af-
fect air traffic for the entire year.

Novo Nordisk A/S

Sales of artificial insulin
lead to 21% rise in profit

Danish drugmaker Novo Nordisk
A/S said strong sales of insulin ana-
logue pushed second-quarter net
profit up 21%. Insulin analogue is ar-
tificial insulin that works faster
than natural human insulin. Net
profit increased to 2.99 billion Dan-
ish kroner ($579 million) as sales
rose 17% to 13 billion kroner. Operat-
ing profit jumped 44% to 4.09 billion
kroner. Novo Nordisk said that, strip-
ping out currency fluctuations, it
now expects full-year operating
profit to grow 12% to 14%, up from at
least 10% previously. It said it sees
its net financial expenses dropping
to roughly 900 million kroner from
1.5 billion kroner. The company said
it may increase its Japanese sales
force in response to tough competi-
tion from rival drug maker Sanofi-
Aventis SA.

GLOBAL BUSINESS BRIEFS

Axel Springer AG

Germany-based publisher Axel
Springer AG said first-half net
profit declined 49% from year-ear-
lier results, which were boosted by a
gain. Falling circulation revenue
and the recession in Eastern Europe
also hurt results, though the com-
pany said “the strength of its brands
and strict cost discipline” helped it
remain profitable. Springer, which
publishes Germany’s Bild and Die
Welt newspapers, said net profit for
the January-to-June period totaled
Œ267.3 million ($385.3 million). Last
year’s figure included a gain of
Œ438.3 million related to its stake in
broadcaster ProSiebenSat.1 Media
AG. This year’s earnings were
boosted by Œ210.3 million in pro-
ceeds from stakes in regional news-
papers. Revenue dropped 6.6% to
Œ1.255 billion.

Veolia Environnement SA

French utility Veolia Environne-
ment SA posted a 56% drop in first-
half earnings, as the global eco-
nomic downturn continued to hurt
its waste business. The world’s larg-
est water company by market capi-
talization said first-half net profit
fell to Œ220.3 million ($317.6 mil-
lion) from Œ500.5 million a year ear-
lier, as it wrote down the value of
some Italian assets and also ad-
justed the value of some operations
slated for sale. Lower economic ac-
tivity has reduced the amount of
trash to process and the prices of re-
cyclable materials, hurting Veolia’s
waste business, the company said.
Overall revenue fell slightly to
Œ17.43 billion from Œ17.57 billion.
Revenue at Veolia’s waste division
fell 10%. A 4% revenue increase from
its water division helped limit the
overall decline in revenue.

By Kathy Sandler

LONDON—U.K. television and
telephony company Virgin Media
Inc. said Thursday its second-quar-
ter net loss narrowed and sales in-
creased at its consumer business
despite fewer customers.

Virgin Media, which is listed on
Nasdaq but operates solely in the
U.K., said its net loss narrowed to
£49 million ($83.3 million) from a
£449 million net loss a year ear-
lier, when the company took a
goodwill impairment charge of
£366 million on its mobile assets.
Revenue slipped to £936 million
from £940 million, dented by a
drop in sales at its mobile busi-
ness, which it operates through
Deutsche Telekom AG’s T-Mobile
U.K. wireless network.

Mobile revenue fell to £127.5
million from £143.9 million, as op-
erators cut the fees they charge
each other to connect calls to their
network and customers moved
from prepay to contract deals.
However, Chief Executive Neil Ber-

kett said the decline in mobile reve-
nue wasn’t a big concern because
the division ties customers to the
company’s other three services:
TV, broadband and fixed-line tele-
phony.

Customers who subscribe to all
four services are also less likely to
leave the company, Mr. Berkett
said. “Bringing the mobile phone
into the home is having a signifi-
cant impact, not so much on reve-
nue within the mobile division but
on revenue within the consumer di-
vision,” he said.

Like rivals such as British Sky
Broadcasting Group PLC and BT
Group PLC, Virgin Media has been
focusing on increasing the value of
existing customers and keeping
them for longer by selling up-
grades and pricier package deals.
News Corp., the owner of Wall
Street Journal publisher Dow
Jones & Co., holds a stake of about
39% in BSkyB.

Average revenue per user at Vir-
gin’s cable network rose 3.8% to
hit a record £43.27 a month in the

second quarter, following a May 1
price increase. Despite the price
rise, churn, which measures the
number of customers leaving the
company, remained steady at 1.3%.
Still, Virgin Media lost 26,200 cus-
tomers in the quarter as new addi-
tions couldn’t offset churn. But
this is expected to reverse in the
third quarter, with the number of
subscribers forecast to rise above
the 4.74 million Virgin Media had
for its cable network in the second
quarter, generating even better av-
erage revenue per user in the third
quarter.

Consumer revenue from the ca-
ble network was £616.8 million in
the second quarter, up 3.6%.

“The growth outlook for the sec-
ond half of the year remains
strong,” Mr. Berkett said.

The company also said it is look-
ing into a secondary listing on the
London Stock Exchange, although
it won’t issue any new equity. It is
awaiting approval from regulators
and the board to proceed with the
listing.

Executive Travel Program

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

www.thinkmediaoutdoor.be
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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 08/05 USD 318.53 29.7 3.3 3.8
Sel Emerg Mkt Equity GL EQ GGY 08/05 USD 187.91 43.5 –16.2 –11.6
Sel Euro Equity EUR US EQ GGY 08/05 EUR 87.71 17.8 –21.8 –24.2
Sel European Equity EU EQ GGY 08/05 USD 167.27 21.6 –28.4 –22.6
Sel Glob Equity GL EQ GGY 08/05 USD 174.91 21.8 –23.4 –20.1
Sel Glob Fxd Inc GL BD GGY 08/05 USD 136.11 5.5 –6.6 –2.0
Sel Pacific Equity AS EQ GGY 08/05 USD 128.36 42.0 –11.2 –9.8
Sel US Equity US EQ GGY 08/05 USD 113.63 12.8 –23.3 –17.2
Sel US Sm Cap Eq US EQ GGY 08/05 USD 156.68 19.8 –24.0 –19.2

n SEB Sicav 2
Nordic Small Cap -C- OT OT LUX 08/06 EUR 111.47 NS NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 08/05 EUR 23.76 –9.4 –52.1 –48.4
MP-TURKEY.SI OT OT SVN 08/05 EUR 30.32 55.2 –23.5 –23.0

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 08/05 EUR 3.12 48.6 –58.3 –43.7
Parex Eastern Europ Bal OT OT LVA 08/05 EUR 12.25 42.8 –11.2 –6.4
Parex Eastern Europ Bd EU BD LVA 08/05 USD 13.00 49.1 –8.1 –1.7
Parex Russian Eq EE EQ LVA 08/05 USD 16.21 87.2 –35.4 –21.4

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 08/06 USD 154.33 39.2 –13.9 –13.7
PF (LUX)-Asian Eq-Pca AS EQ LUX 08/06 USD 147.38 38.5 –14.6 –14.5
PF (LUX)-Biotech-Pca OT EQ LUX 08/05 USD 286.80 0.6 –23.9 –3.1
PF (LUX)-CHF Liq-Pca CH MM LUX 08/05 CHF 124.19 0.2 0.5 1.3
PF (LUX)-CHF Liq-Pdi CH MM LUX 08/05 CHF 93.74 0.2 0.5 1.3
PF (LUX)-Digital Comm-Pca OT EQ LUX 08/05 USD 102.36 25.9 –5.6 –8.1
PF (LUX)-East Eu-Pca EU EQ LUX 08/05 EUR 247.80 85.6 –32.3 –27.0
PF (LUX)-Emg Mkts-Pca GL EQ LUX 08/06 USD 454.88 49.5 –20.8 –14.9
PF (LUX)-Eu Indx-Pca EU EQ LUX 08/05 EUR 90.13 17.9 –17.5 –19.3
PF (LUX)-EUR Bds-Pca EU BD LUX 08/05 EUR 378.93 1.5 5.3 2.2
PF (LUX)-EUR Bds-Pdi EU BD LUX 08/05 EUR 288.36 1.5 5.3 2.2
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 08/05 EUR 141.78 13.5 8.9 3.9
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 08/05 EUR 99.68 13.5 8.9 3.9
PF (LUX)-EUR HiYld-Pca EU BD LUX 08/05 EUR 128.71 42.7 –1.6 –5.4
PF (LUX)-EUR HiYld-Pdi EU BD LUX 08/05 EUR 74.61 42.7 –1.6 –5.4
PF (LUX)-EUR Liq-Pca EU MM LUX 08/05 EUR 135.76 0.8 2.1 2.9
PF (LUX)-EUR Liq-Pdi EU MM LUX 08/05 EUR 97.84 0.8 2.1 2.9
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 08/05 EUR 102.37 0.5 1.8 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 08/05 EUR 101.00 0.5 1.8 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 08/05 EUR 360.81 17.9 –21.7 –24.7
PF (LUX)-EuSust Eq-Pca EU EQ LUX 08/05 EUR 118.21 16.9 –17.3 –22.3
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 08/05 USD 229.00 20.9 13.8 9.7
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 08/05 USD 155.79 20.9 13.8 9.7
PF (LUX)-Gr China-Pca AS EQ LUX 08/06 USD 316.45 48.8 –1.8 –5.7
PF (LUX)-Indian Eq-Pca EA EQ LUX 08/06 USD 305.41 59.4 –11.4 –9.5
PF (LUX)-Jap Index-Pca JP EQ LUX 08/06 JPY 9222.17 13.2 –24.9 –23.9
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 08/06 JPY 8067.79 10.5 –29.7 –28.9
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 08/06 JPY 7845.22 10.1 –30.1 –29.4
PF (LUX)-JpEq130/30-Pca JP EQ LUX 08/06 JPY 4530.70 15.4 –24.1 –24.1
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 08/06 USD 231.87 46.5 –11.0 –8.2
PF (LUX)-Piclife-Pca CH BA LUX 08/05 CHF 753.53 9.3 –4.1 –6.2
PF (LUX)-PremBrnds-Pca OT EQ LUX 08/05 EUR 54.80 24.2 –8.7 –18.2
PF (LUX)-Rus Eq-Pca OT OT LUX 08/05 USD 47.21 106.7 –38.3 NS
PF (LUX)-Security-Pca GL EQ LUX 08/05 USD 87.14 22.0 –9.0 –12.1
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 08/05 EUR 401.32 23.0 –21.2 –23.9
PF (LUX)-US Eq-Ica US EQ LUX 08/05 USD 92.06 12.7 –22.2 –13.2
PF (LUX)-USA Index-Pca US EQ LUX 08/05 USD 81.15 11.9 –20.6 –15.1
PF (LUX)-USD Gov Bds-Pca US BD LUX 08/05 USD 500.96 –5.6 4.5 5.3
PF (LUX)-USD Gov Bds-Pdi US BD LUX 08/05 USD 367.59 –5.5 4.5 5.3
PF (LUX)-USD Liq-Pca US MM LUX 08/05 USD 130.92 0.6 1.3 2.3
PF (LUX)-USD Liq-Pdi US MM LUX 08/05 USD 85.49 0.6 1.3 2.3
PF (LUX)-USD Sov Liq-Pca OT OT LUX 08/05 USD 101.56 0.3 1.4 NS

PF (LUX)-USD Sov Liq-Pdi OT OT LUX 08/05 USD 100.85 0.3 1.4 NS
PF (LUX)-Water-Pca GL EQ LUX 08/05 EUR 112.36 9.1 –15.0 –14.5
PF (LUX)-WldGovBds-Pca GL BD LUX 08/06 USD 162.45 –1.4 6.5 8.3
PF (LUX)-WldGovBds-Pdi GL BD LUX 08/06 USD 134.46 –1.5 6.5 8.3

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 08/05 USD 11.24 43.4 –8.5 –11.8
Japan Fund USD JP EQ IRL 08/06 USD 16.15 9.9 6.3 –5.5
Polar Healthcare Class I USD OT OT IRL 08/05 USD 11.69 NS NS NS
Polar Healthcare Class R USD OT OT IRL 08/05 USD 11.69 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 08/05 EUR 623.06 10.6 –21.2 NS
Core Eurozone Eq B EU EQ IRL 08/05 EUR 740.36 12.6 –18.8 NS
Euro Fixed Income A EU BD IRL 08/05 EUR 1192.10 5.3 –1.2 –2.9
Euro Fixed Income B EU BD IRL 08/05 EUR 1269.58 5.7 –0.7 –2.3
Euro Small Cap A EU EQ IRL 08/05 EUR 1066.90 25.8 –21.3 –28.2
Euro Small Cap B EU EQ IRL 08/05 EUR 1140.07 26.3 –20.8 –27.7
Eurozone Agg Eq A EU EQ IRL 08/05 EUR 579.07 16.5 –21.1 –23.3
Eurozone Agg Eq B EU EQ IRL 08/05 EUR 830.18 16.9 –20.7 –22.9
Glbl Bd (EuroHdg) A GL BD IRL 08/05 EUR 1313.06 9.7 3.8 1.2
Glbl Bd (EuroHdg) B GL BD IRL 08/05 EUR 1390.36 10.1 4.5 1.8
Glbl Bd A EU BD IRL 08/05 EUR 1047.89 6.9 9.6 0.7
Glbl Bd B EU BD IRL 08/05 EUR 1113.31 7.3 10.3 1.3
Glbl Real Estate A OT EQ IRL 08/05 USD 792.89 18.9 –29.6 –21.8
Glbl Real Estate B OT EQ IRL 08/05 USD 815.43 19.4 –29.2 –21.4
Glbl Real Estate EH-A OT EQ IRL 08/05 EUR 719.60 14.7 –29.9 –23.3
Glbl Real Estate SH-B OT EQ IRL 08/05 GBP 67.32 13.5 –30.8 –23.0
Glbl Strategic Yield A EU BD IRL 08/05 EUR 1425.59 26.1 –1.7 –1.4
Glbl Strategic Yield B EU BD IRL 08/05 EUR 1521.94 26.6 –1.1 –0.8
Japan Equity A JP EQ IRL 08/05 JPY 12178.00 17.8 –20.8 –24.7
Japan Equity B JP EQ IRL 08/05 JPY 12948.00 18.2 –20.3 –24.2
PacBasn (Ex-Jap) Eq A AS EQ IRL 08/05 USD 1979.93 53.9 –3.6 –9.3
PacBasn (Ex-Jap) Eq B AS EQ IRL 08/05 USD 2107.87 54.5 –3.0 –8.7
Pan European Eq A EU EQ IRL 08/05 EUR 854.81 19.0 –19.9 –22.2
Pan European Eq B EU EQ IRL 08/05 EUR 909.03 19.4 –19.5 –21.7
US Equity A US EQ IRL 08/05 USD 784.29 17.2 –22.0 –15.2
US Equity B US EQ IRL 08/05 USD 837.68 17.7 –21.5 –14.7
US Small Cap A US EQ IRL 08/05 USD 1164.13 15.8 –22.5 –16.8
US Small Cap B US EQ IRL 08/05 USD 1244.13 16.2 –22.1 –16.3

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 08/06 EUR 13.58 –3.9 16.9 11.8
Asset Sele C H-CHF OT OT LUX 08/06 CHF 94.41 NS NS NS
Asset Sele C H-GBP OT OT LUX 08/06 GBP 95.06 NS NS NS
Asset Sele C H-JPY OT OT LUX 08/06 JPY 9475.97 NS NS NS
Asset Sele C H-NOK OT OT LUX 08/06 NOK 108.86 –3.3 NS NS
Asset Sele C H-SEK OT OT LUX 08/06 SEK 136.29 –4.4 17.7 12.1
Asset Sele C H-USD OT OT LUX 08/06 USD 95.17 NS NS NS
Asset Sele D H-SEK OT OT LUX 08/06 SEK 127.90 –4.4 NS NS
Choice Global Value -C- GL EQ LUX 08/06 SEK 68.37 13.6 –24.2 –25.7
Choice Global Value -D- OT OT LUX 08/06 SEK 65.51 13.6 –24.3 NS
Choice Global Value -I- OT OT LUX 08/06 EUR 5.91 21.4 –29.9 –28.9
Choice Japan Fd -C- OT OT LUX 08/06 JPY 50.37 12.0 –24.9 –25.6
Choice Japan Fd -D- OT OT LUX 08/06 JPY 45.29 12.0 –24.9 –25.6
Choice Jpn Chance/Risk JP EQ LUX 08/06 JPY 52.22 16.6 –28.9 –28.2
Choice NthAmChance/Risk US EQ LUX 08/06 USD 3.53 26.1 –25.9 –14.6
Ethical Europe Fd OT OT LUX 08/06 EUR 1.77 18.2 –24.8 –25.5
Europe 1 Fd OT OT LUX 08/06 EUR 2.54 21.8 –23.6 –25.3
Europe 3 Fd EU EQ LUX 08/06 EUR 3.62 18.5 –25.6 –26.3
Global Chance/Risk Fd GL EQ LUX 08/06 EUR 0.54 14.7 –17.6 –19.7
Global Fd -C- OT OT LUX 08/06 USD 1.93 15.8 –24.9 –18.5
Global Fd -D- OT OT LUX 08/06 USD 1.21 15.8 NS NS
Nordic Fd OT OT LUX 08/06 EUR 5.04 25.6 –11.5 –14.5

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 08/06 USD 6.63 46.4 –6.5 –9.1
Choice Asia ex. Japan -D- OT OT LUX 08/06 USD 1.17 46.4 NS NS
Currency Alpha EUR -IC- OT OT LUX 08/06 EUR 10.53 –3.5 –1.9 1.5
Currency Alpha EUR -RC- OT OT LUX 08/06 EUR 10.45 –3.8 –2.3 1.1
Currency Alpha SEK -ID- OT OT LUX 08/06 SEK 97.93 –7.3 –5.8 NS
Currency Alpha SEK -RC- OT OT LUX 08/06 SEK 107.56 –3.8 –2.3 1.1
Generation Fd 80 OT OT LUX 08/06 SEK 7.21 13.0 –10.6 NS
Nordic Focus EUR NO EQ LUX 08/06 EUR 68.11 36.5 –16.6 NS

Nordic Focus NOK NO EQ LUX 08/06 NOK 73.56 36.5 –16.6 NS
Nordic Focus SEK NO EQ LUX 08/06 SEK 74.67 36.5 –16.6 NS
Russia Fd OT OT LUX 08/06 EUR 6.67 99.8 –29.1 –21.2

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 08/06 USD 1.62 16.9 –21.0 –16.3
Ethical Glbl Fd -C- OT OT LUX 08/06 USD 0.75 13.2 NS NS
Ethical Glbl Fd -D- OT OT LUX 08/06 USD 0.73 22.1 –20.6 –17.4
Ethical Sweden Fd NO EQ LUX 08/06 SEK 37.25 35.1 1.0 –10.5
Index Linked Bd Fd SEK OT BD LUX 08/06 SEK 12.80 0.5 1.7 4.3
Medical Fd OT EQ LUX 08/06 USD 2.93 2.4 –18.6 –10.0
Short Medium Bd Fd SEK NO MM LUX 08/06 SEK 8.80 1.1 1.8 2.7
Technology Fd -C- OT OT LUX 08/06 USD 0.18 NS NS NS
Technology Fd -D- OT OT LUX 08/06 USD 2.16 38.9 –11.8 –9.3
World Fd -C- OT OT LUX 08/06 USD 26.25 NS NS NS
World Fd -D- OT OT LUX 08/06 USD 1.99 24.2 –16.4 –12.0

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 08/06 EUR 1.27 0.1 0.3 1.4
Short Bond Fd EUR -D- OT OT LUX 08/06 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 08/06 SEK 21.92 1.7 2.0 2.9
Short Bond Fd USD US MM LUX 08/06 USD 2.49 –0.2 0.4 1.6

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 08/06 SEK 10.16 1.0 –1.3 0.3
Alpha Bond Fd SEK -B- NO BD LUX 08/06 SEK 8.80 1.0 –1.3 0.3
Alpha Bond Fd SEK -C- NO BD LUX 08/06 SEK 25.44 0.9 –1.4 0.2
Alpha Bond Fd SEK -D- NO BD LUX 08/06 SEK 7.92 0.9 –1.4 0.2
Alpha Short Bd SEK -A- NO MM LUX 08/06 SEK 11.07 2.4 2.8 3.3
Alpha Short Bd SEK -B- NO MM LUX 08/06 SEK 10.12 2.4 2.8 3.3
Alpha Short Bd SEK -C- NO MM LUX 08/06 SEK 21.65 2.4 2.7 3.2
Alpha Short Bd SEK -D- NO MM LUX 08/06 SEK 8.19 2.4 2.7 3.2
Bond Fd SEK -C- NO BD LUX 08/06 SEK 42.13 1.4 10.0 6.2
Bond Fd SEK -D- NO BD LUX 08/06 SEK 12.24 1.5 10.1 5.7
Corp. Bond Fd EUR -C- EU BD LUX 08/06 EUR 1.21 11.0 3.5 1.3
Corp. Bond Fd EUR -D- EU BD LUX 08/06 EUR 0.93 11.1 3.5 1.1
Corp. Bond Fd SEK -C- NO BD LUX 08/06 SEK 11.95 11.2 –0.3 –0.2
Corp. Bond Fd SEK -D- NO BD LUX 08/06 SEK 9.03 11.2 –0.3 –0.1
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 08/06 EUR 102.77 –1.0 4.9 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 08/06 EUR 107.20 3.5 9.4 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 08/06 SEK 1103.54 3.5 9.4 NS
Flexible Bond Fd -C- NO BD LUX 08/06 SEK 21.32 2.2 5.9 4.5
Flexible Bond Fd -D- NO BD LUX 08/06 SEK 11.66 2.2 5.9 4.5

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 08/06 USD 2.29 49.0 –14.0 –8.0
Eastern Europe Fd OT OT LUX 08/06 EUR 2.17 27.3 –30.3 –23.3

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 08/06 SEK 26.78 59.6 9.9 –13.8
Eastern Europe SmCap Fd OT OT LUX 08/06 EUR 2.02 55.3 –29.6 –28.7
Europe Chance/Risk Fd EU EQ LUX 08/06 EUR 937.68 23.0 –26.3 –27.6
Listed Private Equity -C- OT OT LUX 08/06 EUR 116.48 41.4 NS NS
Listed Private Equity -IC- OT OT LUX 08/06 EUR 67.27 62.9 NS NS
Listed Private Equity -ID- OT OT LUX 08/06 EUR 65.32 58.4 NS NS
Nordic Small Cap -IC- OT OT LUX 08/06 EUR 111.66 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 08/06 SEK 77.60 –3.1 –22.0 –14.8
Asset Sele Defensive Acc EUR -C- OT OT LUX 08/06 EUR 99.16 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 08/06 SEK 99.24 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 08/06 USD 100.42 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 08/06 SEK 70.89 –3.1 –22.1 –16.1
Asset Sele Opp C H NOK OT OT LUX 08/06 NOK 99.18 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 08/06 SEK 98.21 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 08/06 EUR 98.99 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 08/06 GBP 98.84 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 08/06 SEK 98.93 NS NS NS
Asset Sele Original C EUR OT OT LUX 08/06 EUR 100.32 NS NS NS
Asset Sele Original D GBP OT OT LUX 08/06 GBP 100.38 NS NS NS
Asset Sele Original ID GBP OT OT LUX 08/06 GBP 100.27 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 08/05 EUR 29.08 2.6 –6.4 1.7
Bonds Eur Corp A OT OT LUX 08/04 EUR 22.53 8.7 5.1 1.0
Bonds Eur Hi Yld A OT OT LUX 08/04 EUR 18.85 41.8 –0.9 –6.1
Bonds EURO A OT OT LUX 08/05 EUR 40.67 3.0 9.5 5.5
Bonds Europe A OT OT LUX 08/05 EUR 39.09 3.2 9.2 4.9
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 –4.7 11.9 0.0
Bonds US OppsCoreplus A OT OT LUX 08/05 USD 35.14 11.4 12.0 8.1
Bonds World A OT OT LUX 08/04 USD 41.34 3.8 5.7 9.3
Eq. China A OT OT LUX 08/05 USD 21.96 46.9 2.6 –10.1
Eq. ConcentratedEuropeA OT OT LUX 08/05 EUR 24.32 18.1 –22.5 –23.8
Eq. Eastern Europe A OT OT LUX 08/05 EUR 19.03 44.0 –40.0 –32.3
Eq. Equities Global Energy OT OT LUX 08/05 USD 16.14 13.2 –30.0 –14.8
Eq. Euroland A OT OT LUX 08/05 EUR 9.55 4.2 –26.7 –26.4
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 08/04 EUR 16.05 16.8 –19.5 –19.7
Eq. EurolandFinancialA OT OT LUX 08/05 EUR 10.56 25.3 –25.2 –27.0
Eq. Glbl Emg Cty A OT OT LUX 08/05 USD 8.71 45.8 –16.8 –13.8
Eq. Global A OT OT LUX 08/05 USD 24.86 18.2 –19.7 –19.5
Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6
Eq. Gold Mines A OT OT LUX 08/05 USD 26.39 26.2 9.1 2.3
Eq. Japan Sm Cap A OT OT LUX 08/05 JPY 1105.10 22.0 –9.8 –26.0
Eq. Japan Target A OT OT LUX 08/06 JPY 1794.57 14.7 –6.3 –13.0
Eq. Pacific A OT OT LUX 08/05 USD 8.95 40.3 –12.0 –12.9
Eq. US ConcenCore A OT OT LUX 08/05 USD 19.79 21.8 –15.3 –11.7
Eq. US Lg Cap Gr A OT OT LUX 08/05 USD 13.68 26.8 –26.0 –15.3
Eq. US Mid Cap A OT OT LUX 08/04 USD 26.00 29.7 –19.6 –13.9
Eq. US Multi Strg A OT OT LUX 08/05 USD 19.27 20.6 –25.5 –18.2
Eq. US Rel Val A OT OT LUX 08/05 USD 18.68 20.3 –25.5 –22.1
Eq. US Sm Cap Val A OT OT LUX 08/05 USD 14.83 14.6 –32.5 –26.2
Eq. US Value Opp A OT OT LUX 08/05 USD 14.80 14.2 –33.1 –25.8
Money Market EURO A OT OT LUX 08/05 EUR 27.35 0.8 2.6 3.4
Money Market USD A OT OT LUX 08/05 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 08/06 JPY 9331.00 8.4 –26.4 –32.9
YMR-N Japan Fund OT OT IRL 08/06 JPY 10394.00 10.1 –26.3 –29.9
YMR-N Small Cap Fund OT OT IRL 08/06 JPY 7161.00 11.6 –19.0 –32.6

n Yuki 77 Series
Yuki 77 General JP EQ IRL 08/06 JPY 6475.00 9.7 –29.0 –31.1
Yuki 77 Growth JP EQ IRL 08/06 JPY 6042.00 2.1 –34.7 –36.0

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 08/06 JPY 6775.00 8.6 –27.9 –32.2
Yuki Chugoku JpnLowP JP EQ IRL 08/06 JPY 8508.00 3.9 –21.5 –27.1

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 08/06 JPY 7233.00 6.9 –29.0 –32.3

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 08/06 JPY 4778.00 5.0 –32.9 –32.2
Yuki Hokuyo Jpn Inc JP EQ IRL 08/06 JPY 5494.00 4.1 –27.6 –26.5
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 08/06 JPY 5255.00 11.7 –18.3 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 08/06 JPY 4541.00 6.9 –35.7 –35.4
Yuki Mizuho Jpn Dyn Gro OT OT IRL 08/06 JPY 4885.00 8.7 –35.1 –35.8
Yuki Mizuho Jpn Exc 100 OT OT IRL 08/06 JPY 6942.00 13.8 –29.0 –31.0
Yuki Mizuho Jpn Gen OT OT IRL 08/06 JPY 8806.00 9.8 –26.5 –31.9
Yuki Mizuho Jpn Gro OT OT IRL 08/06 JPY 6673.00 6.7 –25.5 –33.1
Yuki Mizuho Jpn Inc OT OT IRL 08/06 JPY 7914.00 –0.5 –31.0 –29.7
Yuki Mizuho Jpn Lg Cap OT OT IRL 08/06 JPY 5303.00 6.4 –29.0 –30.5
Yuki Mizuho Jpn LowP OT OT IRL 08/06 JPY 12278.00 8.3 –17.9 –24.7
Yuki Mizuho Jpn PGth OT OT IRL 08/06 JPY 8348.00 9.3 –30.6 –32.8
Yuki Mizuho Jpn SmCp OT OT IRL 08/06 JPY 7189.00 17.2 –18.2 –32.0
Yuki Mizuho Jpn Val Sel OT OT IRL 08/06 JPY 5956.00 14.7 –22.7 –26.7
Yuki Mizuho Jpn YoungCo OT OT IRL 08/06 JPY 2942.00 23.3 –23.4 –38.9

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 08/06 JPY 5106.00 13.4 –32.6 –33.7

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 08/06 JPY 5552.00 8.9 –28.0 –33.2

Continued from previous page

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 06/30 USD 1300.11 34.2 NS NS

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 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 08/04 USD 39.93 –48.6 –35.8 –13.9
Superfund GCT USD* OT OT LUX 08/04 USD 2057.00 –40.1 –28.1 –13.1
Superfund Gold A (SPC) OT OT CYM 08/04 USD 857.49 –25.6 –26.6 3.4
Superfund Gold B (SPC) OT OT CYM 08/04 USD 823.80 –37.2 –35.8 –3.3
Superfund Q-AG* OT OT AUT 08/04 EUR 6148.00 –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
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INDICES

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

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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Note: Fiscal year ends Sept. 30
Source: White House Office 
of Management and Budget 

Hot topic
The U.S. budget deficit 
is emerging as Democrats'
main problem, an
impediment to health-care
overhaul and the principal
concern about
President Obama
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Deficit comes into focus for Americans
Polls suggest issue is one of Democrats’ main problems, with potential to harm efforts on health-care overhaul

In U.S. antibribery law, some fear unintended consequences

By Gerald F. Seib

It has long been an article of faith
among politicians and pundits in
the U.S. that the federal budget defi-
cit is too arcane a subject to have
real political impact.

Time to rethink that notion.
There’s strong new evidence

that the deficit is emerging as Demo-
crats’ main prob-
lem, an impedi-
ment to a health
overhaul and the
biggest underlying

concern about President Barack
Obama’s agenda.

Administration officials com-
plain this is a bum rap. They note
that the deficit was already heading
north of $1 trillion for this year
when the president arrived, thanks
to sagging revenue, a $700 billion fi-
nancial-sector bailout that was un-
der way, billions of dollars already
sent to auto makers, and Bush ad-
ministration deficit spending on
two wars and a Medicare prescrip-
tion-drug plan that were never fully
funded. And they are right.

Yet the deficit now is their prob-
lem, and it casts a large shadow. Re-
cent public polling sug-
gests broad worries that
this year’s fiscal stimulus
made it worse and fears
that a health overhaul
would add to it. “The pub-
lic’s main criticism of how
Obama is handling the presi-
dency is that he is spending
too much money, which has
increased the deficit,”
write Democratic pollster
Peter Hart and Republican
Bill McInturff in their analy-
sis of the latest Wall Street Jour-
nal/NBC News poll.

One number from that poll, com-
pleted last week, illustrates the polit-

ical problem this poses for Demo-
crats. In early 2008, Americans were
asked which party could better deal
with the deficit, and by 42% to 20%,
they said the Democrats rather than
Republicans. In the latest Jour-
nal/NBC survey, the parties have
changed places, with Americans by
31% to 25% saying they think Republi-
cans could better handle the deficit.

More broadly, one in three
ranked the deficit as one of the top
issues facing government, placing it
behind only jobs and economic
growth.

Of perhaps more immediate con-
cern to Democrats, a poll out this
week from the Quinnipiac Univer-
sity Polling Institute shows that the
deficit is fomenting unease about
the health overhaul the president is
pushing. Voters said by 57% to 37%
that they would be willing to drop a
health overhaul if it adds “signifi-
cantly” to the deficit (which is, to be
sure, something Mr. Obama insists
he won’t allow).

These public sentiments are a bit
surprising. Peter Brown, assistant di-
rector of the Quinnipiac poll, notes
that voters haven’t exactly showered
rewards on politicians who have

made an issue of deficits in
the past. In 1984, Demo-
cratic presidential nominee
Walter Mondale tried to
demonstrate how serious
he was about addressing
the deficits that prevailed
then by declaring he would
raise taxes to deal with
them. He was rewarded
with an electoral loss of his-
toric proportions, falling to
President Ronald Reagan
by 59% to 41%.

Business maverick and third-party
presidential candidate Ross Perot
made a splash in the 1990s by talking
about deficit spending and promising

that he would “get under the hood” of
the federal government to erase it.
That message made him a force for a
while in both 1992 and 1996, but ulti-
mately he couldn’t use his fiscal-re-
sponsibility gospel to challenge the
power of the two major parties.

Fast forward to 2009, and there
was ample reason to believe the con-
ventional wisdom at the start of this
year. It held that the economic crisis
was so severe that Americans would
be prepared to simply forget about
the deficit for a year or two while
the government spent money to pull
the economy out of the ditch.

But maybe the conventional wis-
dom wasn’t quite right. Perhaps the
sheer size of the budget deficit has
altered the normal public tendency
to feign concern about deficits but
quickly forget about them. The defi-

cit this year will be $1.8 trillion, and
next year will be $1.4 trillion, under
current estimates. The $290 billion
deficit that prevailed when Mr.
Perot went on his crusade seems a
pittance by comparison.

It also may be that some Ameri-
cans see the deficit as a metaphor for
a broader unease at the pace with
which their government is moving on
multiple fronts, foreign and domes-
tic. When Mr. Hart, the Democratic
pollster, conducted a focus-group dis-
cussion with a dozen independent
voters in Maryland a few days ago, he
drew this conclusion: “These indepen-
dents’ biggest worries are about the
amount of money the government is
spending and the speed at which it is
making significant changes to how
the country operates.”

Ultimately, of course, many vot-

ers’ real concern isn’t deficits them-
selves but fear that deficits inevita-
bly will lead to an increase in their
taxes. Hence the vigorous and re-
peated assertions by White House
press secretary Robert Gibbs this
week that the president truly intends
to keep his campaign promise not to
raise taxes for families making below
$250,000 annually. But it’s unclear,
to say the least, how the president
can keep this taxes promise and deal
with gaping deficits in the long run.

Meanwhile, financial markets
and Chinese lenders, who finance
the deficit, are equally curious
whether there’s a plan emerging to
deal with it. Put it all together, and
the administration’s August to-do
list includes not just selling a health
bill but showing it can handle defi-
cits at the same time

By Dionne Searcey

The U.S. government in recent
years has dramatically stepped up
its pursuit of bribery in other na-
tions by American-based or listed
corporations. The assault on corrup-
tion has spanned five continents
and delivered steep fines—$800 mil-
lion in one case alone.

But as the government cracks
down on violators of the U.S. For-
eign Corrupt Practices Act, some
skeptics are pointing out poten-
tially unintended consequences of
the initiative that they say could
cause corruption to proliferate in
emerging markets.

Andy Spalding, a Fulbright scholar
in India and former securities-fraud
lawyer in Washington who is studying
the impact of the FCPA in emerging
markets, says enforcement of the act
might be deterring corporations from
investing in developing countries
where corruption is rampant and
bribes are commonly sought.

If U.S. corporations stop invest-
ing in emerging markets, then other
nations that anticorruption advo-
cates say aren’t as committed to
fighting bribery will step up their in-
vestments, he says.

“These ‘black knights’ will move
in to fill the void,” writes Mr. Spald-

ing in a recent paper. “The world
economy could slowly begin to bifur-
cate into two economies: one in
which bribery is tolerated and one
in which it is not.”

The Foreign Corrupt Practices
Act, enacted in 1977 but largely un-
enforced until about a decade ago,
prohibits U.S. companies or compa-
nies traded on U.S. stock exchanges
from paying, or offering to pay, for-
eign-government officials or em-
ployees of state-owned companies
to gain a business advantage. It also
covers nonmonetary gifts.

The U.S. Department of Justice,
along with the Securities and Ex-
change Commission, has used the
Foreign Corrupt Practices Act to
levy record fines and penalties
against large and small multina-
tional corporations.

At least 120 companies were being
investigated for FCPA violations as of
this spring. Federal officials also say
they have encouraged other nations
to adopt their own antibribery laws.

In one of the most prominent
cases pursued under the law, Ger-
man industrial conglomerate Sie-
mens AG was accused of spending
more than $1 billion to bribe govern-
ment officials around the globe to
win infrastructure contracts. In De-
cember, Siemens, without acknowl-

edging bribery, agreed to pay $800
million in U.S. fines o settle the case.

And on July 31, Control Compo-
nents Inc., a California manufac-
turer of gear for oil and nuclear
plants, pleaded guilty to a decade-
long bribery scheme in 36 countries.
The company agreed to pay an $18.2
million fine.

Antibribery advocates praise the
FCPA for helping to clean up corrup-
tion world-wide.

“The FCPA is the benchmark for
where we think other governments

should be,” says Nancy Boswell,
president of anti-bribery group
Transparency International-USA,
based in Washington. “What’s essen-
tial is consistent, concerted action
by all exporting nations to enforce
bribery prohibition.”

The view that cracking down on
bribery is detrimental to investment
in emerging markets has been
around for a while. Mr. Spalding’s re-
search cites academic studies, includ-
ing a 1995 analysis by an economist at
Harvard’s John F. Kennedy School of
Government, showing that after the
FCPA was enacted, U.S. investment in
nations perceived to be corrupt
hasn’t grown as fast as it would have
if there were no FCPA enforcement.

In Mr. Spalding’s view, one of the
main drawbacks of the stepped-up
enforcement of the FCPA is the in-
creasingly steep penalties, which
risk having a chilling effect on all
business activity in certain coun-
tries. Other critics of the FCPA, in-
cluding some antibribery advo-
cates, say the law is too vague.

The Justice Department pub-
lishes on its Web site a “Layperson’s
Guide to the FCPA,” and also offers
to advise corporations about trans-
actions they worry could be ques-
tionable.

Those guidelines don’t go far

enough, some bribery experts say.
For example, the FCPA doesn’t spec-
ify how much money constitutes a
bribe; corporations are left to guess
whether springing for a $100 dinner
could land them in trouble.

“If a company has decided to
take the risk of going into a very
opaque and corrupt market, give
them all the tools you can,” says Al-
exandra Wrage, president of Trace
International Inc., a nonprofit Wash-
ington consultancy specializing in
antibribery compliance.

Despite those problems, Ms.
Wrage says claims that companies
are being “victimized” by the FCPA
are exaggerated. U.S. companies and
other U.S.-traded multinationals of-
ten are the only entities that have
the advanced technology to com-
plete certain projects such as compli-
cated oil drilling, so it is unlikely that
companies from more-corrupt coun-
tries would pursue the contracts.

And as antibribery efforts have
grown, many companies have deter-
mined how to navigate developing-
world investments without having
to back away from emerging mar-
kets entirely, says Manny Alas, co-
leader of PricewaterhouseCooper’s
FCPA practice. “The level of knowl-
edge and intelligence has increased
significantly,” he says.

Barack Obama
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Gl Value B GL EQ LUX 08/05 USD 9.30 18.0 –30.8 –25.8
Gl Value I GL EQ LUX 08/05 USD 10.68 19.2 –29.6 –24.5
India Growth A - OT OT LUX 08/05 USD 108.71 NS NS NS
India Growth AX OT OT LUX 08/05 USD 94.93 64.3 1.5 –1.8
India Growth B - OT OT NA 08/05 USD 114.35 NS NS NS
India Growth BX OT OT LUX 08/05 USD 81.48 63.4 0.5 –2.7
India Growth I EA EQ LUX 08/05 USD 98.17 64.7 1.8 –1.5
Int'l Health Care A OT EQ LUX 08/05 USD 122.81 4.6 –19.0 –11.8
Int'l Health Care B OT EQ LUX 08/05 USD 104.01 4.0 –19.9 –12.7
Int'l Health Care I OT EQ LUX 08/05 USD 133.75 5.1 –18.4 –11.1
Int'l Technology A OT EQ LUX 08/05 USD 93.77 28.2 –20.4 –14.7
Int'l Technology B OT EQ LUX 08/05 USD 81.58 27.4 –21.2 –15.5
Int'l Technology I OT EQ LUX 08/05 USD 104.80 28.8 –19.8 –14.0
Japan Blend A JP EQ LUX 08/05 JPY 6082.00 13.3 –27.5 –26.0
Japan Growth A JP EQ LUX 08/05 JPY 5921.00 6.4 –28.5 –26.6
Japan Growth I JP EQ LUX 08/05 JPY 6073.00 7.0 –27.9 –26.0
Japan Strat Value A JP EQ LUX 08/05 JPY 6132.00 18.9 –27.9 –26.3
Japan Strat Value I JP EQ LUX 08/05 JPY 6274.00 19.5 –27.3 –25.7
Real Estate Sec. A OT EQ LUX 08/05 USD 12.90 20.9 –26.4 –18.9

Real Estate Sec. B OT EQ LUX 08/05 USD 11.84 20.2 –27.1 –19.7
Real Estate Sec. I OT EQ LUX 08/05 USD 13.82 21.4 –25.8 –18.3
Short Mat Dollar A US BD LUX 08/05 USD 7.09 7.3 –2.6 –8.4
Short Mat Dollar A2 US BD LUX 08/05 USD 9.42 7.5 –2.7 –8.4
Short Mat Dollar B US BD LUX 08/05 USD 7.09 7.1 –3.1 –8.8
Short Mat Dollar B2 US BD LUX 08/05 USD 9.39 7.2 –3.1 –8.8
Short Mat Dollar I US BD LUX 08/05 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 08/05 GBP 7.09 6.5 –11.7 –11.5
Andfs. Borsa Global GL EQ AND 08/05 EUR 5.86 1.0 –26.2 –21.6
Andfs. Emergents GL EQ AND 08/05 USD 14.86 48.6 –15.4 –11.1
Andfs. Espanya EU EQ AND 08/05 EUR 12.36 14.2 –11.2 –14.6
Andfs. Estats Units US EQ AND 08/05 USD 13.43 10.2 –22.8 –16.3

Andfs. Europa EU EQ AND 08/05 EUR 7.00 7.9 –20.9 –19.9
Andfs. Franca EU EQ AND 08/05 EUR 8.62 4.1 –21.5 –21.8
Andfs. Japo JP EQ AND 08/05 JPY 499.26 13.9 –21.7 –24.6
Andfs. Plus Dollars US BA AND 08/05 USD 8.89 5.4 –11.5 –8.6
Andfs. RF Dolars US BD AND 08/05 USD 10.94 7.1 –3.2 –1.3
Andfs. RF Euros EU BD AND 08/05 EUR 10.39 16.1 –0.9 –3.6
Andorfons EU BD AND 08/05 EUR 13.87 16.3 –1.9 –6.0
Andorfons Alternative Premium OT OT AND 06/30 EUR 95.57 3.4 –16.6 –9.1
Andorfons Mix 30 EU BA AND 08/05 EUR 8.95 10.6 –14.7 –12.5
Andorfons Mix 60 EU BA AND 08/05 EUR 8.53 5.0 –23.9 –19.2

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 07/31 USD 207184.60 53.6 –7.2 –13.5

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 08/06 EUR 9.50 –5.7 –8.0 –3.3
DJE-Absolut P GL EQ LUX 08/06 EUR 186.06 6.2 –13.3 –12.4
DJE-Alpha Glbl P EU BA LUX 08/06 EUR 162.44 5.6 –10.6 –8.7
DJE-Div& Substanz P GL EQ LUX 08/06 EUR 193.46 10.6 –8.0 –9.4

DJE-Gold&Resourc P OT EQ LUX 08/06 EUR 150.26 14.9 –2.4 –5.5
DJE-Renten Glbl P EU BD LUX 08/06 EUR 126.95 6.1 5.3 2.1
LuxPro-Dragon I AS EQ LUX 08/06 EUR 144.63 55.8 15.2 –1.5
LuxPro-Dragon P AS EQ LUX 08/06 EUR 141.05 55.4 14.6 –2.6
LuxTopic-Aktien Europa EU EQ LUX 08/06 EUR 15.72 9.7 –4.7 –6.7
LuxTopic-Pacific AS EQ LUX 08/06 EUR 14.08 55.6 –17.0 –17.9

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 07/31 USD 39.98 15.6 –31.3 –11.3
EFG-Hermes MEDA* GL EQ BMU 05/29 USD 22.16 5.8 –44.0 –11.0
EFG-Hermes Saudi Arabia Equity EA EQ SAU 08/04 SAR 5.63 18.7 –39.0 NS
EFG-Hermes Telecom OT EQ BMU 05/29 USD 28.96 12.9 –18.6 –8.2
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By Rick Carew

And Peter Stein

HONG KONG—A Hong Kong
court, at the request of the city’s
markets watchdog, has ordered
the freezing of assets held by
Huang Guangyu, the founder of
GOME Electrical Appliances Hold-
ings Ltd., in connection with al-
leged securities violations.

The Securities and Futures Com-
mission action against Mr. Huang
is the latest twist in a nearly year-
long saga at one of China’s best-
known electronics retailers, which
is also partly owned by U.S. private-
equity firm Bain Capital LLC. Last
November, Chinese police con-
firmed Mr. Huang, also known as
Wong Kwong Yu, had been de-
tained for alleged economic
crimes, though authorities haven’t
confirmed specific charges.

The Hong Kong court said it
had granted an SFC request to pre-
vent Mr. Huang, his wife Du Juan
and two holding companies from
disposing or trading in 1.66 billion
Hong Kong dollars (US$214.1 mil-
lion) of GOME shares.

Mr. Huang and associates own
34% of GOME’s shares, which are
valued at a total of about US$1.7
billion based on the company’s cur-
rent market capitalization of
about US$5 billion.

The SFC alleges Mr. Huang, Ms.
Du and their holding companies
have contravened Hong Kong secu-
rities laws prohibiting fraudulent
or deceptive dealings in securi-
ties, futures contracts or lever-
aged foreign-exchange trading.
The SFC’s suit asked the court to
order Mr. Huang and the other par-
ties to pay unspecified damages to
GOME.

The SFC’s suit didn’t give de-
tails on the accusations against
Mr. Huang.

An SFC spokesman said the reg-
ulator had no comment on the
suit.

Mr. Huang and Ms. Du, detained
in China, haven’t been reachable
for comment.

Just last week, Mr. Huang par-
ticipated in a GOME share offering
that raised HK$1.54 billion, or
US$199 million, by selling shares
at a significant discount to the
market price. A week before that,
Mr. Huang sold down his stake
through a holding company, ac-
cording to a filing with the Hong
Kong Stock Exchange, in what may
have been an effort to raise money
for the offering. The same holding
company, Shinning Crown Hold-
ings Inc., is named in the SFC’s
suit.

In June, Bain struck a deal to
purchase convertible bonds for
US$233 million that would give it
9.8% of GOME, shoring up its bal-
ance sheet and giving a boost to
the company’s standing during a
period of uncertainty. Part of the
deal involved Bain underwriting
GOME’s discounted offering to ex-
isting shareholders, putting the
private-equity firm in a position
to pick up extra shares if Mr.
Huang and other shareholders de-
clined to participate.

But Bain ended up acquiring
just 0.2% of GOME’s common
shares in the detail after the deep
discount prompted Mr. Huang and
other shareholders to take up
nearly all of their allotments.

A GOME spokesman declined to
comment. Mr. Huang, who served
as chairman, resigned from GO-
ME’s board in January, following
the December resignation of Ms.
Du, also known as Lisa Du, as an ex-
ecutive director.

The suit against Mr. Huang is
the latest in a string of aggressive
efforts by the SFC to take action
against alleged securities viola-
tions.

Last month, it won its eighth
conviction for insider trading in
the space of 12 months. Next
month, a court is expected to de-
liver a verdict on the biggest in-
sider-trading case the SFC has ever
brought, involving a former manag-
ing director of Morgan Stanley.

In May, a court backed the regu-
lator’s request to block a bid to
privatize PCCW Ltd., Hong Kong’s
biggest telecommunications-ser-
vice provider. The SFC argued that
a shareholder vote approving the
deal had been rigged. The buyout
group, led by PCCW Chairman Ri-
chard Li, denied the claims and
said it would appeal the verdict.

The SFC’s suit against GOME
makes use of the regulator’s abil-
ity, with court approval, to freeze
assets of people it accuses of vio-
lating Hong Kong securities laws.
The aim is to prevent parties who
are being targeted by the SFC from
selling off or removing assets that
would otherwise prevent them
from paying damages or fines re-
sulting from legal action.

Assets of GOME founder
are frozen by court order

Casino succession in question
Who is in line to run
Macau empire
of ailing tycoon Ho?

By Jonathan Cheng

HONG KONG—The ailing health of
Macau’s 87-year-old gambling tycoon
Stanley Ho raises questions about
who will take over his casino empire
and inherit his substantial fortune. It
could also change the competitive
landscape in the casino industry’s
most important growth market.

No single person holds greater
sway over the Macau casino industry
than Mr. Ho. While his four-decade
monopoly on gambling in Macau
ended in 2002 when foreign competi-
tors were allowed in, his casinos hold
the largest market share in the former
Portuguese colony, with about a quar-
ter of the city’s gambling revenue. His
views are closely watched by ana-
lysts, competitors and regulators.

“Politically and socially, Stanley
Ho’s absence comes at a very difficult
time, both for his own companies as
well as for the whole Macau gambling
industry, since he has long been the
most influential figure in the busi-
ness,” says Carlos Lobo, a gaming ana-
lyst and former legal adviser to the
Macau Gaming Commission.

His condition was unclear Thurs-
day, and Mr. Ho’s office didn’t reply to
calls and emails. Several Hong Kong
news outlets said Mr. Ho had under-
gone brain surgery to remove a blood
clot. Janet Wong, a spokeswoman for
Mr. Ho’s office, on Tuesday confirmed
that he had undergone surgery, with-
out elaborating.

The openly polygamous Mr. Ho
has 17 children, which include two
children—Pansy, 45, and Lawrence,
32—who have each teamed up with
foreign partners to open casinos in
Macau. At the end of July,casinos affil-
iated with the Ho family controlled
about 53% of gambling revenue in
Macau, which totaled about US$14 bil-
lion last year, making it the world’s
largest casino market.

Long-time Macau watchers say
Mr. Ho has yet to make clear who will
take over at his flagshipgambling con-
cern, Hong Kong-listed SJM Hold-
ings Ltd., which has a market capitali-
zation of about US$2 billion. Macau
watchers believe Mr. Ho’s fourth wife,
Angela Leong, and Ambrose So, Mr.
Ho’s long-time deputy and the cur-
rent chief executive of the company,
are possibilities. Neither could be
reached for comment.

Ms. Leong, in her late 40s, is an
elected legislator in Macau and an ex-
ecutive director of SJM. Mr. So, in his
late 50s, like Mr. Ho has a seat on Chi-
na’s National Committee of the Chi-
nese People’s Political Consulta-

tive Conference.
Others have speculated that Pansy

Ho or Lawrence Ho might take a role.
Forbes magazine last year esti-

mated Mr. Ho’s personal fortune as to-
taling $8 billion, though this year it
slashed the estimate to $1 billion as
the global economic downturn and
Macau’s problems hit gambling
stocks. Mr. Ho scoffed at the report,
suggesting that most of his wealth
wasn’t in his public holdings.

Macau faces a number of daunting
challenges, from Beijing-imposed re-
strictions on Macau-bound travelers
from parts of mainland China to a
sharp financial downturn that has
also pummeled Las Vegas Sands
Corp. and MGM Mirage.

It is also undergoing its first trans-
fer of power since Macau’s return to
Chinese rule in 1999. Fernando Chui,
the scion of a well-connected
Macanese family and an old family
friend of Mr. Ho, will take over as
chief executive of the territory on
Dec. 20.

Macau also faces a major threat
from three casino openings in the
first half of 2010, two in nearby Sin-
gapore and another in the Philip-
pine capital of Manila. Analysts ex-
pect those casinos to challenge
Macau for business from Southeast
Asia’s high rollers.

Mr. Ho’s absence from the scene
would also remove a polarizing figure
who has at once brought the casino
operators together while alienating
some of them. He is the driving force
behind a rare alliance among Macau’s
six casino operators, formed to dial
back industry competition on the
commissions that operators pay to
the intermediaries who bring in high-
rolling patrons. On Wednesday,
Macau’s Executive Council, or cabi-
net, approved an amendment that
caps the commissions paid to junkets,
though it left the specific level to
Macau’s Secretary for Economy and
Finance.

Earlier this year, Las Vegas Sands’
Sheldon Adelson was rankled by com-
ments attributed to Mr. Ho by Chi-
nese-language media in Macau. In an

interview in March, Mr. Adelson com-
plained that Mr. Ho was attempting
to foment anti-American sentiment
by urging local Chinese business
groups to “unite against” foreign ca-
sino operators. SJM officials at the
time declined to comment.

Mr. Ho has come under scrutiny in
the U.S. In 2005, New Jersey’s Divi-
sion of Gaming Enforcement re-
viewed MGM Mirage’s Macau joint
venture with Mr. Ho’s daughter,
Pansy. It submitted a report to the
state gaming commission noting that
“over the years there have been nu-
merous public allegations suggesting
that Stanley Ho, the father of MGM’s
joint venture partner Pansy Ho, has
ties to Asian organized crime.” New
Jersey casino licensing regulators
this year have opened a review of the
MGM-Pansy Ho relationship, though
it hasn’t disclosed details.

Mr. Ho’s spokeswoman didn’t re-
spond to requests for comment. Mr.
Ho has never faced charges and in the
past has disputed the accusations.

Ms. Ho has referred questions to
MGM. MGM said earlier this week it
would challenge the enforcement divi-
sion’s findings, which haven’t been
disclosed, in a hearing before the
state gaming commission.
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* Melco/PBL is 50% owned by Lawrence Ho. 
† MGM Grand Macau is 50% owned by Pansy Ho.
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All in the family
SJM Holdings and two joint 
ventures affiliated with the Ho 
family controlled more than 50% of 
Macau's gambling revenue in July

MGM Grand Macau†
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SJM
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Wynn
Resorts
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Melco/PBL*
17.8%
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Vegas
Sands
21.6%

The court barred the
disposal or trading
of $214.1 million of
GOME shares.
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Stanley Ho
n 87 years old

n Chairman of Hong Kong-listed SJM 
and Shun Tak, which together 
control the Grand Lisboa and 18 
other casinos, hotels, ferry 
services, banks and department 
stores in Macau

n Has four wives and 17 children, 
including casino operators 
Lawrence Ho and Pansy Ho

n Member of Beijing's National 
Committee of the Chinese People's 
Political Consultative Conference Stanley Ho in a July 2008 photo
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Labor-market woes ease
New jobless claims
in U.S. fall, signaling
a return to normalcy

Greece needs more measures
to shrink its deficit, IMF says

Clinton, Kim in broad discussion

Job seekers wait to enter a career fair in Houston on Wednesday. U.S. jobless claims have fallen from their peaks in the spring.

Clinton says U.S. decides
not to sanction Honduras

By Jay Solomon

WASHINGTON—North Korean
leader Kim Jong Il, in more than three
hours of discussions with Bill Clinton
in Pyongyang, drew the former U.S.
president into a wide-ranging discus-
sion of security and regional issues.

Former U.S. officials and diplo-
mats say the meetings, attended by
the top ranks of Pyong-
yang’s security establish-
ment, were part of a re-
newed campaign by Pyong-
yang to stimulate direct ne-
gotiations with Washing-
ton over the country’s nu-
clear program.

President Barack Obama
and his aides emphasized
Wednesday that they
weren’t viewing Mr. Clin-
ton’s trip as anything more
than a humanitarian mis-
sion focused on securing the release
of two detained American journal-
ists, Euna Lee and Laura Ling.

Mr. Clinton returned to Califor-
nia Wednesday on a private jet with
Ms. Lee and Ms. Ling, who had been
arrested in March at the Chinese bor-
der and later sentenced to 12 years’
hard labor for illegally entering
North Korea. Mr. Clinton’s one-day
visit secured their release.

“We were very clear this was a hu-
manitarian mission,” Mr. Obama said
in an interview with MSNBC Wednes-
day. “We have said to the North Kore-
ans there is a path for improved rela-

tions, and it involves them no longer
developing nuclear weapons.”

Mr. Clinton and his delegation
were tight-lipped about what tran-
spired during a 75-minute meeting
with Mr. Kim on Tuesday. They also
attended a two-hour banquet
hosted by the North Korean leader
and his country’s pre-eminent na-
tional-security body, the National

Defense Commission.
U.S. officials briefed on

Mr. Clinton’s mission, how-
ever, are already outlining a
broad discussion with Mr.
Kim that focused on signifi-
cantly more than just the
two imprisoned Americans.

These U.S. officials indi-
cated that Mr. Clinton ex-
pressed to Mr. Kim the ne-
cessity that his regime end
a nuclear program that is
feared to be stoking a

broader arms race across Asia and
the Middle East.

They also said Mr. Clinton in-
formed North Korea’s leadership
that it could win economic and dip-
lomatic rewards from Seoul and To-
kyo if Pyongyang released South Ko-
rean and Japanese nationals kid-
napped during five decades of Cold
War conflict.

Former U.S. officials who have
met North Koreans in recent weeks
said Pyongyang increasingly ap-
pears to be looking for a direct line
to Washington and a way out of its
isolation, after months of acrimony.

A South Korean official who has
met North Koreans described a more
ambitious agenda: He said he was
told Mr. Kim is hoping to secure the
type of summit with Mr. Obama that
he narrowly missed getting with Mr.
Clinton at the end of his presidency.

U.S. officials have indicated that
Mr. Obama is prepared to approve
direct, high-level contacts with
North Korea to address the nuclear
issue. They have also stressed that
his administration wouldn’t ap-
prove economic or diplomatic incen-
tives for Pyongyang just to get the
North to agree to commitments it
has already made.

The Obama administration has
said it remains committed to a nego-
tiating process involving China, Rus-
sia, South Korea and Japan, despite
North Korea’s recent comments
that the six-party process was dead.

Former U.S. officials involved in
North Korea policy said Mr. Kim
met Mr. Clinton with some of his
top officials. Chief among them was
Kang Sok Joo, North Korea’s vice
foreign minister and the architect
of a 1994 nuclear-disarmament ac-
cord signed between Pyongyang
and the Clinton administration.
Kim Yang Gun, who oversees Pyong-
yang’s relationship with South Ko-
rea and focuses on the issue of
American troops on the Korean pen-
insula, also attended. North Ko-
rea’s second-ranking bureaucrat,
Yang Hyong Sop, escorted Mr. Clin-
ton to the airport.

By Sarah N. Lynch

The number of U.S. workers fil-
ing new claims for state jobless bene-
fits fell last week, providing another
glimmer of hope that the economy
may be on the road to recovery.

Initial claims for jobless bene-
fits fell by 38,000 to 550,000 on a
seasonally adjusted basis in the
week ended Aug. 1, the Labor De-
partment said in its weekly report
Thursday. The four-week average

of new claims, which aims to
smooth volatility in the data, fell
by 4,750 to 555,250, the lowest
level since Jan. 24.

The tally of continuing claims—
thosedrawn by workers for more than
one week—rose by 69,000 during the
week ended July 25 to 6,310,000, the
highest level since July 4.

Zach Pandl, a Nomura econo-
mist, said the numbers reflect a turn
for the better. “It was, in general,
lower than our expectations in an-
other encouraging sign the labor
market is gradually healing.”

Recently, analysts with both
J.P. Morgan Chase & Co. and Bar-
clay’s Capital have noted that
claims are down from their peaks
in the spring, also signaling some

positive economic signs.
Thursday’s numbers repre-

sented a return to normalcy follow-
ing a volatile period in July that in-
cluded two weeks of steep declines
followed by two weeks of rebounds
in the figures. The declines oc-
curred after the usual layoffs in the
automobile and other manufactur-
ing sectors, which are expected
this time of year, never panned out.

Even with the numbers starting
to look a little better, there is no
guarantee it will last.

In a note to clients, High Frequency
Economics’ chief economist Ian Shep-
herdson said “the numbers are vola-
tile even when the trend is clear, and
we need to see several more weeks at
this level to confirm a real shift.”

ECONOMY & POLITICS

Kim Jong Il

Bloomberg News

By Paul Hannon

LONDON—The International
Monetary Fund welcomed recent
steps by the Greek government to
increase tax revenue, but said “sig-
nificant” further steps, including
spending restraint, will be needed
to cut the budget deficit over the
longer term.

In its annual assessment of the
Greek economy, the IMF’s econo-
mists forecast that gross domestic
product will fall 1.7% this year and
0.4% in 2010. By contrast, the Greek
government expects the economy
will stagnate—but not contract—
this year and grow again next year.

The Greek economy has been
less affected by the global down-
turn than many other euro-zone
economies.

But the IMF’s directors ex-
pressed concern about a loss of eco-
nomic competitiveness, as Greek in-
flation rates and wage increases
have remained above those in
many other developed economies.

In late July, the government an-
nounced measures to crack down
on tax evasion.

IMF economists responded by
narrowing their forecasts for the
government’s budget deficits this
year and next. The fund now ex-
pects the budget deficit to be equiv-
alent to 5.9% of GDP in 2009 and
6.7% of GDP in 2010. In June, the
IMF forecast the shortfall would be
equivalent to 6.2% of GDP this year
and 7.5% of GDP in 2010.

The fund’s forecast for the 2009
budget deficit remains wider than
the government’s estimate of 3.7%
of GDP, although the fund’s esti-
mates don’t include a plan to raise
Œ500 million ($720 million)
through the sale and leaseback of
government properties in 2009
and 2010.

The government has pledged to
bring the deficit below the Euro-
pean Union’s 3%-of-GDP ceiling by
the end of next year.

The IMF said Greece will need to
do more to reduce its high levels of
debt. “Fiscal consolidation can no
longer be postponed,” the fund’s ex-
ecutive board said. It called for “fur-
ther durable efforts to place the
public debt on a sustainable down-
ward path.”

By David Luhnow

And José de Córdoba

The U.S., in an apparent soften-
ing of its support for ousted Hondu-
ran President Manuel Zelaya, won’t
impose economic sanctions on Hon-
duras and has yet to decide whether
Mr. Zelaya’s removal from office con-
stitutes a coup.

A letter from the State Depart-
ment to Sen. Richard Lugar, the rank-
ing Republican on the Senate For-
eign Relations Committee, states
that the U.S. “energetically” op-
poses Mr. Zelaya’s June 28 ouster.
But the letter also expresses the
harshest criticism yet of Mr. Ze-
laya’s own actions that preceded his
removal from office, including try-
ing to change Honduras’s constitu-
tion to potentially stay in power.

“We energetically condemn the
actions of June 28. We also recog-
nize that President Zelaya’s insis-
tence on undertaking provocative ac-
tions contributed to the polarization
of Honduran society and led to a con-
frontation that unleashed the events
that led to his removal,” Richard
Verma, the assistant secretary for
legislative affairs, said in the letter,
reviewed by The Wall Street Journal.

The letter went on to say that
U.S. policy wasn’t aimed at support-
ing one person in particular, a refer-
ence to Mr. Zelaya, but to support-
ing the Honduran people’s aspira-
tions for democracy.

With Washington unwilling to
take drastic steps such as sanctions
to restore Mr. Zelaya to power, it
seems increasingly unlikely that
the leftist politician will return to
his seat, analysts said. Honduras’s
interim government, backed by
much of the country’s establish-
ment and middle class, appears un-
willing to have Mr. Zelaya back, and
Washington seems in no mood to
force the issue.

“In Honduras, Washington’s wa-
vering will be seen as a sign that the
government can wait it out until the

elections and that the costs they are
bearing for international isolation,
while considerable, are preferable to
the risks of allowing Zelaya to return,
even for a limited time and with his
authority curtailed,” said Michael
Shifter at the Inter-American Dia-
logue, a nonpartisan think tank on
hemispheric affairs in Washington.

A State Department spokesman,
who was unaware of the letter to Mr.
Lugar’s office, said “there has been
no decision to soften the policy on
Honduras.” He added that the
Obama administration still sup-
ports a return of Mr. Zelaya to
power, as called for in the mediation
plan by Costa Rica’s President Oscar
Arias. The Supreme Court of Hondu-
ras has ruled that Mr. Zelaya’s re-
turn as president would be illegal.

Analysts said the administration
is staking out a middle ground, send-
ing a message to Latin America that
coups are unacceptable while not giv-
ing too much support to Mr. Zelaya,
whose close relationship to Venezue-
la’s populist leader Hugo Chávez has
raised hackles among U.S. Republi-
cans. Elected as a centrist, Mr. Ze-
laya took a sharp left turn in the past
two years and became an outspoken
critic of U.S. policy.

Sen. Lugar had asked the adminis-
tration to explain its policy on the Hon-
duran political crisis, warning that
otherwise the Senate might delay con-
firmation of the top Latin America
post in the State Department.

“I’m glad to see the State Depart-
ment is finally beginning to walk
back its support for Manuel Zelaya
and admit that his ‘provocative’ ac-
tions were responsible for his re-
moval,” said Sen. Jim DeMint, an-
other Republican member of the for-
eign relations committee.

A spokesman for Mr. DeMint
said the move wasn’t enough for
the senator to lift his hold on the
confirmation hearings for Arturo
Valenzuela to become assistant sec-
retary of state for Western Hemi-
sphere affairs.
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Nikkei at new 10-month high;
Shanghai, Hong Kong diverge
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India’s banking strike hits some trading
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Goodman to raise funds for China push

A mixed read on U.S. IPOs
Avago climbs 10%
in first day of trade,
CDC Software falls

FUND SCORECARD

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

By Juro Osawa

And V. Phani Kumar

Japanese stocks recovered all of
Wednesday’s drop and then some on
Thursday as auto makers surged
amid hopes for better business con-

ditions in the U.S.
market.

But while To-
kyo’s benchmark in-
dex more than

made up for the previous session’s
122-point loss, several market ob-
servers said sentiment wasn’t par-
ticularly bullish ahead of Friday’s
U.S. payroll data and other eco-
nomic data due next week.

The Nikkei Stock Average of 225
companies gained 135.56 points, or
1.3%, to 10388.09, a new 10-month
high.

Some of the gain for auto makers
was attributed to short covering af-
ter they led the previous session’s
selloff. Toyota Motor climbed 3.8%,
Honda Motor gained 3.7% and Nis-
san Motor added 3.1%.

Bucking the rally, Nikon sank
10% after it said late Wednesday it
now forecasts a deeper net loss for
the fiscal year.

Chinese stocks tumbled on per-
sistent worries that Beijing may
tighten monetary policy to prevent

asset bubbles. The Shanghai Com-
posite dropped 2.1% to 3356.33 after
the People’s Bank of China said
Wednesday that it would fine-tune
monetary policy as needed.

Metal and banking stocks de-
clined, with Baoshan Iron & Steel
sinking 4.9% and Aluminum Corp.
of China skidding 5.1%.

Hong Kong’s Hang Seng Index
added 2% to 20899.24, an 11-month
high. China Mobile and HSBC Hold-
ings were boosted by hopes that
they may list their shares in Shang-
hai. China Mobile surged 7.5%, while
HSBC rose 3.3%.

Lenovo Group jumped 5.2% after
it reported a smaller-than-expected
net loss in the first quarter.

In Sydney, financial stocks rose
sharply after data showed Australia
added 32,200 jobs in July. Macqua-
rie Group gained 3.3% and Westpac
Banking was up 3.9%. Australia’s
S&P/ASX 200 gained 1.5% to
4326.30, a nine-month high.

In Mumbai, selling of automobile
and metals shares pulled Indian
stocks lower. The Bombay Stock Ex-
change’s benchmark Sensitive Index
lost 2.5% to 15514.03, its lowest close
in a week. Tata Motors fell 6.9%,
while aluminum maker Hindalco In-
dustries slid 6.5% and copper pro-
ducer Sterlite Industries lost 4.8%.

By Lynn Cowan

U.S. investors welcomed a Sin-
gapore chip maker’s IPO but panned a
Hong Kong software producer’s de-
but, evidence that the new-issues mar-
ket continues to be selective.

Semiconductor designer Avago
Technologies Ltd.
rose10% on its open-
ing trade Thursday,
while CDC Software
Corp. fell 8% on its

first trade, both on the Nasdaq Stock
Market.

Avago, based in Singapore, looked
strong even before it began trading. It
sold 43.2 million shares in the initial
public offering, seven million more
than expected, and the deal was
priced at $15, the high end of its ex-
pected range. By midday in New York,
the stock was trading at $16.68, up 11%
from the IPO price.

For its part, CDC Software, based
in Hong Kong, offered a much smaller
chunk of stock, 4.8 million shares,
priced at $12 each, the midpoint of the
expected range. At midday, the stock
was at $10.70, down 11% from the IPO
price.

In both cases, the companies were
able to complete their IPOs despite de-

clining revenue and a tough economic
environment for their respective busi-
nesses.Thepairalso have been aggres-
sive in slashing expenses amid the glo-
bal economic downturn, which could
leave them well-positioned if demand
improves for their products.

Analysts said Avago is more likely
to see that demand materialize than
CDC Software as a result of competi-
tive issues within their respective sec-
tors. Avago, which holds more than
5,000 patents and patent applica-
tions, began 40 years ago as part of
Hewlett-Packard Co., and its chips
are in everything from cellphones to
computer servers. Semiconductor
companies have been issuing gener-
ally positive long-term earnings out-
looks lately, with an eye toward an up-
turn in 2010, and semiconductor
stocks have been trending higher.

“Investors are quite clearly focus-
ing on the improved outlook for the
semiconductor industry. This is rein-
forced by many companies in the sec-
tor reporting better-than-expected
numbers,” said Scott Sweet, manag-
ing director of research firm IPOBou-
tique.com.

CDC Software sells its software to
midsize businesses, a customer seg-
ment that has stalled.

Tighter credit markets mean its cli-
ent base isn’t able to borrow as much
as it might like nor on favorable terms,
limiting spending on technology
projects. Meantime, the economic
slowdown has hit customer spending
and the company competes against

such giants as Oracle Corp. of the U.S.
and Germany’s SAP AG, which now
are focusing on the lower end of the
market that is CDC Software’s bread
and butter, according to Morningstar
Inc. Senior Equity Analyst Sunit Go-
gia.

“It is hard to grow an enterprise-
software business in the absence of
scale,” the analyst wrote in a research
note this week.

Avago was spun off by H-P as Agi-
lent in 1999, and was purchased by pri-
vate-equity firms Silver Lake and
Kohlberg Kravis & Roberts in early
2005 for about $2.7 billion. At the IPO
price, Avago has a market value of
$3.5 billion.

Halfthe IPO shareswere soldby ex-
isting investors, so the proceeds
won’t all benefit Avago; the biggest
sellers were KKR and Silver Lake. Of
the proceeds the company does get,
the majority will be used to pay down
debt.

KKR’s capital-markets unit oper-
ated as an underwriterfor Avago,mar-
keting shares in the IPO, though it
wasn’t among the lead managers.
Four other banks jointly directed the
IPO: Deutsche Bank AG of Germany;
Barclays Capital, a unit of Barclays
PLC, of the U.S.; Morgan Stanley and
Citigroup Inc., both of New York.

CDC Software’s IPO, which was
carved out of parent CDC Corp., was
managed byunderwritersLazardCap-
ital Markets of New York and JMP Se-
curities LLC, a unit of JMP Group Inc.,
of San Francisco.

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United States
citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.

IPO
FOCUS

ASIAN-PACIFIC
STOCKS

By Alex Wilson

And Andrew Harrison

SYDNEY—Goodman Group, Aus-
tralia’s largest industrial-property
trust, plans to raise 1.8 billion Aus-
tralian dollars (US$1.51 billion) in
new capital to strengthen its bal-
ance sheet and raise its presence in
China.

Goodman said it will issue A$1.3
billion of shares and A$500 million

in convertible debt to China Invest-
ment Corp., China’s US$200 billion
sovereign-wealth fund.

Goodman also said it was enter-
ing a A$200 million venture with
the Canada Pension Plan Invest-
ment Board to pursue opportuni-
ties in China. CPPIB will invest
A$163 million in the joint venture.
The initial portfolio will consist of
four properties owned by Goodman,
which will retain a 20% interest. The

venture could invest a further
A$185 million to develop Goodman-
owned land in Shanghai.

Sydney-based Goodman raised
funds twice in the past year to cut its
debt load as declining property val-
ues and a slowing global economy
eroded its liquidity and ability to refi-
nance maturing debt. It said Thurs-
day that lenders agreed to extend
about A$4.1 billion of debt to May
2012.

MUMBAI—Trading in India’s
bond and currency markets
slumped as employees of state-run
banks began a two-day strike to
push for higher wages and benefits.

“Some of us had come to office,
but we didn’t even open our screens,”
said a dealer with a state-run bank.

Trading in government bonds to-
taled 29.15 billion rupees ($614.5
million), less than half the recent

daily average of 60 billion rupees to
70 billion rupees. Flows in the for-
eign-exchange market also were
squeezed, although a 2.5% drop in
the Sensitive Index helped the U.S.
dollar gain slightly on the rupee.

Thousands of bank employees
around the country, led by the
United Forum of Bank Unions,
stayed away from work, said G.D.
Nadaf, general secretary of the All In-

dia Bank Officers’ Confederation.
The Indian Banks’ Association

had offered a maximum of 15% wage
increases, which was rejected by the
unions.

“Let’s see how it goes tomor-
row,” a bond dealer said. “There is
hope some dealers could resume
trading but if that does not happen,
then we are set for some short-term
volatility.”
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Hillary of Africa

T hough overshadowed by
hubby Bill’s rescue mission to
Pyongyang, Hillary Clinton is
in Africa speaking some use-
ful truths. The Secretary of

State’s seven-country jaunt began
Wednesday in Kenya, where she took
aim at political corruption and graft. A
disputed 2007 election resulted in a
power sharing deal between President
Mwai Kibaki and Prime Minister Raila
Odinga, but not before related violence
claimed more than 1,000 lives.

“The absence of strong, effective
democratic institutions has permitted
ongoing corruption, impunity, politi-
cally motivated violence, human-rights
abuses and a lack of respect for the
rule of law,” Mrs. Clinton said at a
press conference. “These conditions
helped fuel the post-election violence
and they are continuing to hold Kenya

back.” According to Transparency Inter-
national, a bribe is expected or solicited
in nearly half of all transactions in
Kenya, which is high even by New Jer-
sey standards.

Secretary Clinton was
critical of the government
decision not to appoint a
tribunal that could hold
those responsible for the
election-related violence ac-
countable. She acknowl-
edged that prosecuting the perpetrators
without igniting more unrest is “compli-
cated” but said it’s no excuse for inac-
tion. “There needs to be a beginning,”
said Mrs. Clinton. “That’s what we’re
looking for.”

She also expressed regret that the
broader reform agenda agreed to by the
coalition government “has not yet trans-
lated into the kind of political progress

that the Kenyan people deserve,” and
she left open the possibility of economic
or travel sanctions if the situation
doesn’t improve.

African leaders aren’t
used to such blunt public
criticism from Western lib-
erals, but the Obama Ad-
ministration has put a nota-
ble focus on failed
governance as a major
source of Africa’s woes. “Af-

rica doesn’t need strongmen; it needs
strong institutions,” said President
Obama in his address to the Ghanaian
Parliament last month. “No country is
going to create wealth if leaders exploit
the economy to enrich themselves or if
police can be bought off . . . No person
wants to live in a society where the rule
of law gives way to the rule of brutality
and bribery. That is not democracy, that

is tyranny, even if occasionally you sprin-
kle an election in there. And now is the
time for that style of governance to end.”

Too often, the World Bank and other
international aid agencies have been
complicit in this failure by turning a
blind eye to corruption while pouring
more money into these governments.
The West has spent an estimated $2.3
trillion on foreign aid over the past
five decades. Yet in a typical African
country, one-third of the children un-
der five still have stunted growth due
to malnutrition.

We’d like to see Mrs. Clinton follow
up those words by denying aid to cor-
rupt leaders, and for that matter speak-
ing more candidly about stolen elections
in places like Iran. But her forthright ap-
proach to African leaders is a welcome
development, not least for Africa’s suf-
fering people.

A welcome
focus on failed

governance.

ObamaCare’s Real Price Tag

A s ObamaCare sinks in the
polls, Democrats are com-
plaining that the critics are
distorting their proposals.
But the truth is that the

closer one inspects the actual details,
the worse it all looks. Today’s example is
the vast debt canyon that would open
just beyond the 10-year window under
which the bill is officially “scored” for
cost purposes.

The press corps has no-
ticed the Congressional
Budget Office’s estimate
that the House health bill
increases the deficit by
$239 billion over the next
decade. But government-run
health care won’t turn into a pumpkin
after a decade. The underreported news
is the new spending that will continue to
increase well beyond the 10-year period
that CBO examines, and that this blow-
out will overwhelm even the House Dem-
ocrats’ huge tax increases, Medicare
spending cuts and other “pay fors.”

In a July 26 letter, CBO director Doug-
las Elmendorf notes that the net costs of
new spending will increase at more than
8% per year between 2019 and 2029,
while new revenue would only grow at
about 5%. “In sum,” he writes, “relative
to current law, the proposal would prob-
ably generate substantial increases in

federal budget deficits during the decade
beyond the current 10-year budget win-
dow.” (The House bill has changed some-
what in the meantime, but not enough to
alter these numbers much.)

The nearby chart shows this Grand
Canyon between spending and revenue,
including CBO’s long-term predictions.
While these are obviously very coarse
estimates, there’s also a projection of a

$65 billion deficit in the
10th year—and “deficit
neutrality in the 10th year
is . . . the best proxy for
what will happen in the
second decade.”

That’s not our outlook.
That’s what White House

budget director Peter Orszag told the
House Budget Committee in June. He
added that “If you’re not falling off a
cliff at the end of your projection win-
dow, that is your best assurance that the
long-term trajectory is also stable.” The
House bill falls off a cliff.

And the CBO score almost surely un-
derstates this deficit chasm because
CBO uses static revenue analysis—as-
suming that higher taxes won’t change
behavior. But long experience shows
that higher rates rarely yield the reve-
nues that they project.

As for the spending, when has a new
entitlement ever come in under budget?

True, the 2003 prescription drug benefit
has, but those surprise savings derived
from the private insurance design and
competition that Democrats opposed and
now want to kill.
The better model
for ObamaCare is
the original esti-
mate for Medi-
care spending
when it was
passed in 1965,
and what has
happened since.

That year,
Congressional ac-
tuaries (CBO
wasn’t around
then) expected
Medicare to cost
$3.1 billion in
1970. In 1969,
that estimate was
pushed to $5 bil-
lion, and it really
came in at $6.8
billion. House Ways and Means analysts
estimated in 1967 that Medicare would
cost $12 billion in 1990. They were off by
a factor of 10—actual spending was $110
billion—even as its benefits coverage
failed to keep pace with standards in the
private market. Medicare spending in
the first nine months of this fiscal year

is $314 billion and growing by 10%. Some
of this historical error is due to 1970s-
era inflation, as well as advancements in
care and technology. But Democrats also

clearly underesti-
mated—or low-
balled—the pub-
lic’s appetite for
“free” health care.

ObamaCare’s
deficit hole will
eventually have to
be filled one way
or another—along
with Medicare’s
unfunded liability
of some $37 tril-
lion. That means
either reaching
ever-deeper into
m i d d l e - c l a s s
pockets with
taxes, probably
with a European-
style value-added
tax that will de-

press economic growth. Or with the very
restrictions on care and reimbursement
that have been imposed on Medicare it-
self as costs exploded.

Democrats will return in the fall with
various budget tweaks that will claim to
make ObamaCare “deficit neutral” over
10 years. But that won’t begin to account
for the budget abyss it will create in the
decades to come.

The funding gap
is a canyon
by year 10.

Grassley’s Leverage

W ashington runs on po-
litical leverage, and at
the current moment
few people have more
of it than Chuck Grass-

ley. President Obama is desperate to
have the Iowa Republican sign on to
some version of ObamaCare to give
cover to jittery Democrats. So in a re-
markable noncoincidence, the Obama Ad-
ministration decided to roll over last
week on one of Mr. Grassley’s major con-
cerns: ethanol.

Mr. Obama’s nominee to be Ambassa-
dor to Brazil, Thomas Shannon, had
made the political mistake of saying at

his nomination hearing that it would be
“beneficial” for the U.S. to lift the 54-
cent-gallon U.S. tariff on ethanol from
Brazil. That’s a perfectly sensible obser-
vation, since the import tariffs, on top
of an ad valorem tariff of four to seven
cents a gallon, keep sugar-based ethanol
from Brazil and the Caribbean from
competing with less energy-efficient
U.S. corn ethanol.

However, the tariff is sacred policy to
Mr. Grassley, who promptly put a hold
on Mr. Shannon’s nomination until he
got a pledge that no such repeal would
be sought. He got his promise last week
in a letter from Secretary of State Hill-

ary Clinton and Trade Representative
Ron Kirk, and he promptly lifted his
hold on Mr. Shannon.

In politics, you gotta do what you
gotta do, as Bill Clinton once famously
said to Bob Dole. And give Mr. Grassley
credit for being up-front and public
about the reasons for his hold on Mr.
Shannon, in contrast to many other Sen-
ators who prefer to act in secret. On the
other hand, we sure hope Mr. Grassley
doesn’t make Americans pay twice for
this political transaction: once in higher
gas taxes from ethanol, and again with
a health-care deal that raises taxes and
rations medical care.

“Yes, I’d be happy to give you my input if
someone would be kind enough to tell me

what meeting I am in, and who you all are.”

Pepper . . . and Salt
THE WALL STREET JOURNAL
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$65 bil.

$188 bil.

The gap between spending and revenue in the
Waxman House bill from 2010-2029, in billions,
based on CBO estimates of 8% annual growth in
outlays and 5% in revenues.
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AmEx’s write-offs decline,
but its CEO remains wary

SEC empowers staff lawyers
Move is part of effort
to boost enforcement
in wake of scandals

Nasdaq, BATS will stop
offering ‘flash’ orders

Bloomberg News

By Robin Sidel

And Matthias Rieker

American Express Co. said
credit trends among its cardhold-
ers are showing signs of improve-
ment for the first time in 18
months, even though the most cred-
itworthy customers are still keep-
ing a tight grip on their wallets.

Wednesday’s comments by the
New York company are the latest
sign of tentative optimism from fi-
nancial firms that early stage delin-
quencies in credit cards and mort-
gages appear to be moderating. Even
cardissuerswithmanysubprimecus-
tomers are seeing hints of stability.

“While loss rates were better
than we expected, they still remain
high by historical standards,” Ken-
neth Chenault, AmEx’s chairman
and chief executive, said in a presen-
tation to investors. “The external
challenges are not going to go away
anytime soon.”

AmEx, Capital One Financial
Corp. and many other card issuers
have been pounded during the reces-
sion as job losses make it harder for
customers to keep up with their
bills. Some of the largest credit-card
companies are operating in the red,
and J.P. Morgan Chase & Co. has
said it doesn’t expect its card unit to
turn a profit in 2009 or 2010.

The problems have been particu-
larly tough on AmEx, which was hurt
by an ill-timed expansion of its

credit-card portfolio. The company
strayed from its traditional roots in
charge cards, which require custom-
ers to pay their bills in full each
month. When times were good,
AmEx offered more credit cards to
its affluent customers, allowing
them to carry a monthly balance. De-
linquencies have been especially
high among cardholders in U.S.
states that were the hardest hit by
the collapse in home prices.

AmEx Chief Financial Officer Dan
Henry said preliminary data indicate
that the company will write off 9.2%
of its U.S. credit-card loans in July,
downfrom10%in the second quarter.
If that trend holds, the company ex-
pectsthird-andfourth-quarterwrite-
offs to dip below 10%, he added.

The positive trends are prompt-
ing AmEx to pump more money
into investments that were being
cut back because of the recession,
including marketing, promotions
and customer-acquisition pro-
grams, Mr. Chenault said.

AmEx executives also noted that
recent declines in spending appear
to be stabilizing, though the compa-
ny’s most affluent customers re-
main reluctant. “Customers who
have the greatest capacity to spend
are pulling back more than other cus-
tomers,” Mr. Henry said.

Payment trends among different
types of customers are expected to
draw intense scrutiny in coming
months as executives and investors
look for signs of a turnaround.

American Express was hurt by a poorly timed move away from charge cards.

By Kevin Kingsbury

Nasdaq OMX Group Inc. and
BATS Exchange said both exchange
operators will stop offering “flash”
order types on Sept. 1 as contro-
versy around the practice continues
to build.

The Securities and Exchange Com-
mission is considering a ban of flash
orders, which give some traders a
sneak peak at stock orders before
they are routed to other exchanges.

Nasdaq said in a brief statement
Thursday it doesn’t have to wait for
regulator action to make its move.
“We respectfully call on other mar-
kets offering similar functionality
to make the same decision,” it
added.

A spokesman for BATS said that
it too would withdraw its flash pro-
gram, called BOLT, by Sept. 1.

NYSE Euronext, which operates
the New York Stock Exchange, has
been a vocal critic of flash orders.
Several of its rivals have adopted
some form of the trading method
and have gained market share.

The outcry against flash orders
burst into public view last month af-
ter Sen. Charles Schumer (D., N.Y.)
told the SEC in a letter he would
move to limit flash orders, which
have picked up in recent months, if
the commission didn’t.

Also on Thursday, Nasdaq OMX
posted second-quarter income of
$69 million, or 33 cents a share,
down from $100 million, or 47 cents,
a year earlier. Excluding restructur-
ing and other charges and assuming
the acquisition of the Philadelphia
Stock Exchange had been completed
a year earlier, earnings were flat at
47 cents.

MONEY & INVESTING

By Kara Scannell

The Securities and Exchange
Commission will give its lawyers
more authority to speed up investi-
gations and new tools aimed at win-
ning the cooperation of Wall Street
insiders, as part of a broader effort
to overhaul an agency widely
blamed for lax enforcement.

“We also listened to the criticism
and used it as a learning opportu-
nity,” Robert Khuzami, the commis-
sion’s new enforcement director,
said in a speech Wednesday before
the New York City Bar Association,
where he announced the changes.

The shake-up of the enforcement
division is the most significant over-
haul in decades. Mr. Khuzami, a
former federal prosecutor, is pulling
from the Justice Department’s play-
book for several of his initiatives, such
as more frequent use of immunity and
deferred prosecution for individuals
cooperating with investigations.

The changes have drawn resis-
tance from some lawyers in the
agency, and will likely garner criti-
cism from the business community,
which has complained of exces-
sively aggressive enforcement.

Mr. Khuzami also said the agen-
cy’s activity is up year over year,

with 10% more investigations, 118%
more formal orders, 147% more tem-
porary restraining orders and
nearly 30% more cases.

Five specialized units will focus
on asset-management companies,
such as hedge funds and private-eq-
uity funds; market abuse, including
possible insider trading of securi-
ties around market announcements;
structured and new products, such
as credit-default swaps; alleged brib-
ery of foreign officials; and munici-
pal securities and public pension
funds, including so-called pay-to-
play practices by managers giving
campaign contributions to govern-
ment officials deciding which firms
get the lucrative business.

Mr. Khuzami said the commis-
sion will delegate to him the deci-
sion to approve formal orders of in-
vestigation, which give staff the
power to issue subpoenas. And he
will in turn delegate that authority
to senior enforcement attorneys.
Previously, the five-member com-
mission would have to approve for-
mal orders. Earlier this year, Chair-
man Mary Schapiro reduced that to
one commissioner who was serving
as duty officer. “These senior offic-
ers are on the scene and closest to
the facts,” Mr. Khuzami said. “Grant-
ing them the autonomy to make rou-
tine case decisions should expedite
our investigative process.”

He also said that so-called tolling
agreements, or deals reached with
the government and targets to ex-
tend the statute of limitations on in-

vestigations, will fall to his discre-
tion and granting them will become
the “exception, not the rule.” The
idea is to speed up investigation so
cases can be dropped or filed more
quickly.

He also announced the creation
of an Office of Market Intelligence to
collect analysis, tips and referrals
the agency receives. One of the is-
sues exposed by the Madoff fraud
was the lack of any centralized way
to handle whistleblower tips.

To further encourage whistle-
blowers, Mr. Khuzami said the com-
mission is working on four ways to
gain more cooperation from individ-
uals who are “often the source of
some of the most credible and valu-
able evidence.”

The SEC is working on a set pol-
icy that will outline a series of fac-
tors it will take into consideration
when considering granting leniency
to individuals who cooperate on
cases, a policy akin to one that exists
for corporations that aid in investi-
gations.

The SEC is also trying to “expe-
dite” the process for the enforce-
ment director to seek immunity
deals for certain individuals from
the Justice Department during joint
investigations, and looking for ways
that the SEC can alert individuals at
the beginning of investigations as to
whether they are subjects or targets
of the probe.

The Justice Department follows
that approach. Some lawyers say it
is easier for clients to decide to coop-
erate if they know they aren’t likely
to be charged.
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