
By Marcus Walker

BERLIN—A row over a
deadly airstrike in Afghani-
stan threatens to rob German
Chancellor Angela Merkel’s
government of the political
backing it needs to meet a U.S.
request for more troops.

Ms. Merkel’s government

is being pressured by German
media and opposition politi-
cians following fresh revela-
tions about the Sept. 4 air-
strike in Kunduz, northern Af-
ghanistan, which is thought to
have killed dozens of civilians.

Meanwhile, the Christian
Social Union, a coalition part-
ner, has come out against send-

ing more troops to Afghani-
stan. The CSU’s leader Horst
Seehofer said at the weekend
he has “little sympathy” for
adding to Germany’s nearly
4,500 soldiers in the country.

Leaks from a classified
North Atlantic Treaty Organi-
zation report on the airstrike
raised questions on why De-
fense Minister Karl-Theodor
zu Guttenberg, a rising star of
German conservatism, justi-
fied the attack until last week.

The airstrike, ordered by a
German colonel and carried
out by U.S. planes on two fuel
trucks hijacked by Taliban in-
surgents, killed roughly 100
people including 30 to 40 civil-
ians,according to NATO investi-
gators.

Mr. zu Guttenberg en-
dorsed the bombing as “mili-
tarily appropriate” when he
became defense minister in
November, but changed his

view last week after it
emerged that the German mili-
tary had known of numerous
civilian casualties, but had
hidden the information.

The resulting uproar led to
the resignation of Germany’s
most senior soldier, a deputy
defense minister, and a cabi-
net member who was defense
minister at the time of the
bombing.

Germany is the third-larg-
est source of foreign troops in
Afghanistan after the U.S. and
U.K. The public in Germany, as
in many other NATO coun-
tries, is mostly opposed to the
deployment. Around 69% of
Germans want their troops to
come home from Afghanistan
as soon as possible, while only
27% say the troops should re-
main in the country, accord-
ing to a survey last week by
opinion-polling institute In-
fratest Dimap.
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Appease public anger,
but don’t damage banks
PATIENCE WHEATCROFT’S AGENDA 2

U.K. Chancellor of the Exchequer Alistair Darling, entering The Wall Street Journal Future of Finance
Initiative, is due to present his pre-budget report Wednesday. Among the measures currently under
consideration by the U.K. Treasury is a one-off tax on large bonuses for bankers.
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By Alistair MacDonald

And Laurence Norman

HORSHAM, England—U.K.
Treasury chief Alistair Dar-
ling signaled that bankers
should expect short-term
pressure on large bonuses in
this week’s budget report to
Parliament, but stressed the
importance of the financial-
services industry to the U.K.

Two days before he will de-
liver an important “pre-bud-
get report” of tax and spend-
ing plans, however, Mr. Dar-
ling—speaking at the Wall
Street Journal Future of Fi-
nance Initiative—also hinted
that he won’t be looking to
levy a large number of taxes
or spending cuts this time.

The chancellor is due to
present his pre-budget report
Wednesday. Among measures
the U.K. Treasury is mulling
are a one-time tax on large bo-
nuses for bankers, though peo-
ple familiar with the matter
say the Treasury has aban-
doned harsher measures such
as a windfall tax for banks.

“People do need to be sensi-

tive to the views of people
who are not in the same wage
bracket,” he said.

The issue of bankers’ bo-
nuses is particularly incendi-
ary in the U.K., where the pub-
lic is angry because, after hav-
ing bailed out banks with tax-
payer funds, they believe they
are now seeing these banks
making lots of money.

“The industry as a whole
does need to show some de-
gree of restraint, some sort of
acknowledgment” that things
cannot return to pre-crisis
ways, he said. Mr. Darling
added that bankers need to be
able to “look their neighbors
in the face” and justify the
work they do.

Worries of a levy on bo-
nuses drew criticism from
some banks Monday.

A spokeswoman for the
British Bankers’ Association
said, “A tax regime should en-
courage, not discourage, busi-
nesses to stay in the U.K., and
overseas business to relocate
into the U.K.”

Mr. Darling said, however,
that he doesn’t want to hurt

the financial-services indus-
try in Britain, which employs
about a million people and at
its peak was responsible for
around a quarter of the coun-
try’s corporate-tax revenue.

“It is a big industry for us
and I am determined that we
do not do any thing that under-
mines that position,” Mr. Dar-
ling said.

Mr. Darling will be deliver-
ing one of the trickiest spend-
ing reviews in postwar British
history. He must balance the
need to cut the U.K’s large defi-
cit without taking too much
money out of the economy as
it returns to growth or foster-
ing unpopular job and fund-
ing cuts ahead of an election
that is expected next May.

On Monday, he gave notice
that he won’t complete a de-
tailed review because there is
still “too much economic un-
certainty” and that taking too
much money out of the econ-
omy too early could hurt the
return to growth.

Rather, the British public
“understand that in the me-

Please turn to page 3

U.K.’s Darling
mulls extra tax
on bank bonuses
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A ‘buy’ in Venezuela
With its economy shrink-

ing and inflation soaring, Ven-
ezuela began nationalizing
banks last week, stoking fears
that a full-blown banking cri-
sis may be next. Sound like a
buy?

Strangely, the answer may
be yes, at least in the short
term.

First, fears of mass nation-
alizations may be overblown.
President Hugo Chávez ac-
cused bank owners of making
big loans to themselves and
associates, prompting inves-
tors to fear the potential for a
repeat of a 1994 episode that
led to a broader banking cri-
sis.

This time around, the vast
majority of Venezuelan depos-
its are held by five big banks,
regarded as well-run and un-
likely to be affected in the
shake-up. Analysts say Mr.
Chávez is targeting up to a
dozen small banks that to-
gether account for around
20% of the system’s assets.

Second, even if banking
troubles worsen, they won’t
necessarily undermine the
ability of the government or
the state-oil company, PDVSA,
to repay their loans.

Alejandro Grisanti, an ana-
lyst who follows Venezuela at
Barclays Capital, recommends
bonds that he estimates are

already trading around default
recovery levels. His favorite is
PDVSA’s 5 3/8% bond due
2027, which closed Friday at
41.77 cents on the dollar,
yielding 14.73%. That is in the
ballpark of the recovery rate
of around 35 cents on the dol-
lar in Ecuador’s recent debt
workout. But unlike Ecuador,
PDVSA has valuable assets
within reach of international
creditors, such as the U.S. oil
company Citgo and several re-
fineries.

To be sure, bank interven-
tions can be unpredictable in
Latin America, and particu-
larly in Venezuela, where con-
fidence in Mr. Chávez’s ability

to manage the complex finan-
cial industry is low. If inves-
tors panic and withdraw de-
posits across the board, even
strong banks could be dam-
aged.

—John Lyons

Reality may pinch China autos

Ireland’s banks have
valuation headache

While the global car indus-
try struggles through a down-
turn, optimism prevails
among auto companies in
China.

That is hardly surprising.
Spurred by China’s fiscal stim-
ulus, and some well-targeted
tax cuts, auto sales in what is
now the world’s largest car
market could well have risen
45% year-to-year by the end
of 2009.

Many are expecting the
good times to continue, but
overheating is still a threat.
Among the optimists is Geely
Automobile, whose parent
company is the preferred bid-
der to buy Volvo. Geely said it
expects its car sales to rise to
400,000 next year from its
target of 300,000 this year.

If it achieves that goal, it
will most likely see a growth
rate quicker than China’s auto
industry as a whole. Citi In-
vestment Research analysts
expect a 15% rise in Chinese
auto sales in 2010. Indeed,
next year may add a dose of
realism about sales growth
and profits to what is still a
positive long-term story.

While trends such as rising
wealth levels and low car-
ownership levels should con-
tinue to support Chinese auto
sales, maintaining the break-
neck pace of this year’s
growth will be a stretch.

This year’s sales growth
was driven in large part by a
halving of the sales tax on au-
tos with smaller engine sizes.
Beijing has yet to confirm

whether this tax stimulus will
continue into the new year.

Even if it does, it may not
lead to such high sales growth
if consumers start to see the
tax cut as permanent, and
hence car purchases as less
urgent.

For individual auto makers,
the challenge is making sure a
more “normal” rate of sales
growth can come with healthy
profit. Here, there may be less
room for general optimism.

Bill Russo, an auto-indus-
try expert, says heavy compe-
tition in the Chinese auto sec-
tor was already leading to
lower selling prices for cars
prior to this year’s stimulus.
Price declines from 2004 to
2008 ranged from 12.1% in the
luxury sector to 32.5% in the

compact-car market.
As manufacturers continue

to pour into China, and capac-
ity grows, the balance be-
tween supply and demand
should tilt in favor of the con-
sumer.

This could be especially
noticeable in the mid-market
sector, where Chinese auto
makers are expected to chal-
lenge foreign brands.

In a country that ranks
alongside Belize in terms of
car ownership per capita, it
may seem strange to raise the
issue of overcapacity. But it is
a problem China’s economic
planners are already warning
about—and which should tem-
per expectations for auto
companies in China.

—Andrew Peaple

The math on Ireland’s Na-
tional Asset Management
Agency looked neat in Sep-
tember, promising the injec-
tion of €54 billion ($80.2 bil-
lion) into Ireland’s banks by
mid-2010 in exchange for €77
billion of dud property loans.
But the valuation process is
threatening to throw a wrench
in the works. That has impli-
cations for Ireland as a whole
and for bank investors around
the world.

NAMA’s plans aimed to
square the circle. It would buy
loans from banks at an aver-
age haircut of 30% of book
value, but a premium of
around 15% to market value.
In exchange, it would give the
banks government bonds
worth 95% of the purchase
price. That looked like a good
tradeoff. The banks would re-
duce risk and could use the
bonds to back new lending,
while NAMA would have time
to manage the loans.

But NAMA highlighted the
loan-valuation process as a
key risk, both in the time it
would take to implement and
the assumptions it had made.
These risks may now be mate-
rializing. Allied Irish Banks
and Bank of Ireland both ini-
tially said they expected the
discount on their loans to be
less than the 30% haircut. By
November, both had switched
tone. Now, they don’t expect
the haircut to exceed 30%.

Even that may be optimis-
tic. Irish commercial-property
values have fallen around 53%
from their peak in 2007, ac-
cording to IPD data. The value
of some particularly exposed

areas, such as development
land, may have fallen by 80%.
The valuation process is con-
voluted, threatening to stall
the market further. A newly
introduced ban on upward-
only rent reviews isn’t helping
matters.

This is a headache for
NAMA. If the final price for
the loans is much lower than
expected, then the banks may
need more capital, with the
government potentially on the
hook to provide it if private
markets balk. If the govern-
ment sticks to the original
formula, it risks overpaying
for the loans. Either outcome
may make already nervous
government-bond investors
even more anxious about the
state of Ireland’s finances.

Still, Ireland is simply
wrestling publicly with what
other banking systems are do-
ing more privately. Whether it
is “amend and pretend” in the
leveraged-loan market or loan
extensions in the commercial
real-estate market, the hope is
that the economic recovery
will boost collateral values to
palatable levels. But the risk is
that losses are simply being
stored up for the future.

—Richard Barley

Investors may get

even more anxious

about the state of

Ireland’s finances.

Venezuela President Chávez
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Awaiting assurances on banks’ future

Tomorrow,
Alistair Darling
will deliver his
latest plans for
running the U.K.’s
economy. The

chancellor of the Exchequer now
has to go through this ritual twice
a year, since his predecessor in
the role, Gordon Brown, instituted
a Pre-Budget Report to
complement the annual Budget.

Yet Mr. Brown has already
stolen some of Mr. Darling’s
material. Yesterday, the prime
minister laid out plans to cut an
extra £3 billion out of government
costs and said some public-sector
pay had “lost touch” with political
reality.

“This culture of excess must
change and will change,” he
thundered, as if it had come about
without the connivance of the
government, which has been
writing the checks.

The chancellor might rightly
feel aggrieved that the PM chose
to pluck this low-hanging fruit,
leaving him to address the rather
pricklier issues such as bankers’
bonuses and the outlook for the
economy. The pitfalls entailed in
the latter have been demonstrated
amply by Mr. Brown himself, as a
quick glance at his final budget
speech in 2007 reveals.

It was a paean to the success
of his decade as chancellor,
boasting that, “The British
economy is today growing faster
than all the other G-7
economies....And that after 10
years of sustained growth,
Britain’s growth will continue into
its 59th quarter...and then into its
60th and 61st quarter and
beyond.” He favorably contrasted
Britain’s borrowing position with
that of the U.S., Japan and the
euro area, rattling off that debt as
a percentage of national income
would grow from 38.2% in
2007-08 to 38.5% the following
year and 38.8% in 2009-10. His
crystal ball even enabled him to

see a couple of years further
ahead, but we need not go that far
to see just how mistaken the
speech was, both in tone and
content. For it was delivered just
six months before the U.K.’s
banking crisis hit, with the
collapse of Northern Rock.

Now, those forecasts look
ridiculous, with debt running at
close to 60% of GDP, and that
without taking into account the

huge off-balance-sheet borrowings
that have been amassed by his
government.

Mr. Darling’s main task
tomorrow will be to try and give
some reassurance that there is a
plan for bringing down this debt.
The same problem confronts many
of the world’s finance ministers
although not, for most, on the
same scale. The OECD has been
vociferously warning that the
level of debt, and cost of servicing
it, threatens to be the biggest
damper on restoring growth in
the world’s economies.

But the risk in the U.K. is that,
whatever lip service the
government may pay to the need
to bring the public finances under

control, there may be a lack of
incentive to take action. Despite
some minor wavering in the
opinion polls, the odds still point
toward a Conservative victory at
the next election. What incentive
is there for a departing
administration to leave behind it
anything other than the most
difficult of situations for its
successors to confront?

The political reality points
toward a strong risk of the
current British government
delaying the action that is needed.
There may be loud rhetoric about
spending cuts and the need for
efficiencies in public services but
don’t expect the axe to fall hard in
the months before the election,
which must be held before the
summer. Instead, what is
inevitable is a slate of measures
that are deemed likely to win
plaudits from those who might
still be persuaded to vote Labour.
There is, after all, a streak of
optimism, or self-delusion, which
besets most politicians and is
currently persuading some
members of the government that
total defeat might be avoided at
the polls.

Top of the list here comes a
move against banks and bonuses.
This wasn’t so much leaked over
the weekend as poured out in the
direction of any available media.
Yet what was also clear was that
the mechanism to be employed
wasn’t close to being established.

Today, assembled in Sussex, is

a collection of experts with the
ability to offer the chancellor
some sound advice on the matter.
At the Future of Finance Initative
conference, being hosted by The
Wall Street Journal Europe, the
industry’s finest will be joining
politicians, regulators and
international business leaders to
try and map out a route by which
the financial markets may avoid
precipitating a crisis on the scale
of that which has wreaked such
havoc on economies.

They will be unable to avoid
the issue of remuneration,
although restrictions drafted by
the G-20 go a long way toward
righting the worst failings that
had undoubtedly contributed to
the recent debacle.

Yet their combined talents may
struggle to come up with a way of
giving Mr. Darling what he wants:
a way of combining his wish to
appease public anger against the
banks, no matter how
undiscriminating that reaction
may be, with a desire not to
damage the financial-services
industry in Britain, still a crucial
part of the economy and any
prospects for its recovery.

There have been windfall taxes
on the banks before, the last
instituted by a Conservative
chancellor, Sir Geoffrey Howe, in
1981. It raised just £400 million,
which doesn’t today make much of
a dent in either the banks’ coffers
or the national debt.

But now isn’t the time to take
money away from the banks. They
need to build up their capital and
be in a position to provide the
lending that still isn’t flowing
freely. It is important to the
shareholders, the pension funds
and now the taxpayer, that the
banks make sizeable profits.
Bonuses, however, are another
matter. It is not merely the man in
the street who is angry about the
swift return to bumper payments,
business leaders in other sectors
can be heard echoing that view.

A one-off claw-back might
cause yelps from the City and
would be very hard to construct
but it would win votes without
doing any real permanent damage.

Gordon Brown said some public-sector pay had ‘lost touch’ with political reality
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Political reality points to a
strong risk of the current
British government delaying
the action that is needed

What’s
News

THE WALL STREET JOURNAL EUROPE
(ISSN 0921-99)

Stapleton House, 29 - 33 Scrutton Street,

London, EC2A 4HU

SUBSCRIPTIONS, inquiries and address changes to:
Telephone: +44 (0) 207 309 7799. Calling time from

8 a.m. to 5 p.m. GMT. E-mail: subs.wsje@dowjones.com.

Website: www.services.wsje.com

ADVERTISING SALES worldwide through Dow Jones

International. Frankfurt: 49 69 9714280; London: 44 207

842 9600; Paris: 331 40 17 17 01.

Printed in Belgium by Concentra Media N.V. Printed in

Germany by Dogan Media Group / Hürriyet A.S. Branch

Germany. Printed in Switzerland by Zehnder Print AG Wil.

Printed in the United Kingdom by Newsfax International

Ltd., London. Printed in Italy by Telestampa Centro Italia

s.r.l. Printed in Spain by Bermont S.A. Printed in Ireland

by Midland Web Printing Ltd. Printed in Israel by The

Jerusalem Post Group. Printed in Turkey by GLOBUS

Dünya BasInevi.

Registered as a newspaper at the Post Office.

Trademarks appearing herein are used under license from

Dow Jones & Co. ©2009 Dow Jones & Company. All

rights reserved. Editeur responsable: Patience Wheatcroft

M-17936-2003.

Registered address: Boulevard Brand Whitlock, 87, 1200

Brussels, Belgium

Tuesday, December 8, 2009 THE WALL STREET JOURNAL. 35

i i i

Autos

n Daimler said sales at its core
Mercedes-Benz cars division rose
16% in November to 98,400 vehi-
cles, as demand in many regions
improved from the low levels seen
in the year-earlier period, with
China showing particularly strong
growth. Rivals Audi and BMW
have also been doing well in the
fast-growing Chinese market.

i i i

n General Motors chose recruit-
ers Spencer Stuart to find a per-
manent chief executive with ex-
tensive global, manufacturing and
turnaround experience. The U.S.
auto maker is hoping to attract a
current or past CEO comfortable
with operating in Asia because
“next year, GM expects to sell
more cars in Asia than North
America,” a person familiar with
the matter said.

i i i

n Renault expects to get €165
million (about $245 million) that
ailing Russian partner AvtoVAZ
owes it for license fees by the end
of the year, a spokeswoman for
the French car maker said. The
payment comes as Russian au-
thorities have been pressing Re-
nault to pump more cash into Av-
toVAZ to keep it afloat.

i i i

n Volkswagen acquired a 49.9%
stake in Porsche’s core sports-car
operations for €3.9 billion (about
$5.8 million) as planned, and reit-
erated that it expects the merger
to be finalized in 2011.

i i i

n Hyundai plans to increase man-
ufacturing capacity in China by
60% over the next three years, re-
flecting the South Korean car
maker’s confidence the world’s
largest auto market by unit sales
will continue rapid growth.

i i i

Aviation

n EasyJet said it is closing its op-
erations at Britain’s East Midlands

Airport and cutting capacity at its
home base of London’s Luton air-
port by 20%, as the U.K. low-cost
airline moves to further trim costs
amid the downturn.

i i i

Financial services

n UBS lifted a temporary travel
ban that it had imposed on its pri-
vate bankers in April, after Swiss
regulators ordered the bank to
overhaul its cross-border policies.
The bank in August reached a deal
with U.S. tax authorities after a
crackdown against Americans who
avoided taxes by stashing money
overseas.
n UBS proposed to add Wolfgang
Mayrhuber to its board, complet-
ing a nearly total revamp of its
supervisory body. The Lufthansa
boss’s election to the bank’s board
in April is meant to partially fill
the void left by the departures of
Fiat’s Sergio Marchionne and
Shell’s Peter Voser, who said in
September they won’t stand for
re-election, citing their busy
schedules.

i i i

n LBBW offices and 10 private
residences were searched by Ger-
man prosecutors over suspected
breach of trust related to U.S.
mortgage-related investments.
Prosecutors said seven of the Ger-
man public-sector bank’s current
and former management-board
members are suspected of endan-
gering or damaging the bank’s
capital by carrying out or failing
to block investments in “highly
risky financial deals.”

i i i

n Sberbank said its third-quarter
net profit dropped 82% to 4.25
billion rubles (about $145 million)
as the Russian state-controlled
bank increased its provisions
against bad loans. Net interest in-
come rose 32% to 131.2 billion ru-
bles, while administrative and op-
erating expenses fell 7% to 53.1
billion rubles.

n The U.K. government said al-
most a third of the Royal Bank of
Scotland assets it plans to insure
are loans, including a “significant

portion” that used real estate as
collateral. RBS shareholders will
vote next week on the bank’s par-
ticipation in a program under
which the government will insure
loans and investments against any
losses over an initial amount that
would be borne by RBS.

i i i

n Former Merrill Lynch invest-
ment bankers won a major con-
cession from Bank of America as
the bank agreed to reverse a deci-
sion preventing them from using
the old Merrill bull logo on their
business cards. The logo was axed
in June as part of a global re-
branding of the investment-bank-
ing business under the Bank of
America Merrill Lynch name.

i i i

Food

n Heineken reached an agreement
allowing the Dutch brewer to sell
its brand of beer in the lucrative
Indian market. In a series of
transactions, Asian Pacific Brew-
eries, in which Heineken owns a
42.5% stake, will sell its Indian
operations to India’s United Brew-
eries, the maker of Kingfisher that
Heineken jointly controls with In-
dian tycoon Vijay Mallya.

i i i

n Cadbury said it plans to publish
its formal response to Kraft’s hos-
tile £9.8 billion (about $16.1 bil-
lion) takeover offer Monday, when
it is scheduled to release a trading
update. Kraft last week took its
bid straight to Cadbury sharehold-
ers, bypassing the U.K. confec-
tioner’s board.

i i i

n Nestlé plans to use fair trade
chocolate in its KitKat bars in the
U.K., as part of its continuing ef-
fort to polish its image as a so-
cially responsible company. Earlier
this year, Cadbury, the U.K.’s larg-
est confectioner, switched to fair
trade chocolate to make Dairy
Milk bars.

i i i

n Krispy Kreme Doughnuts said
its loss for the quarter ended Nov.

1 narrowed to $2.4 million thanks
to lower operating expenses and
higher same-store sales. The U.S.
company has been closing stores
but boosting the number of other
locations where its doughnuts can
be bought.

i i i

Media

n Axel Springer will introduce
pay models for its core online
news properties this week as part
of a broad offensive by the big
German newspaper publisher,
Chief Executive Mathias Döpfner
said. In a first step, Springer will
unveil fee-based editions of Ger-
man dailies Bild and Die Welt tai-
lored to Apple’s iPhone.

i i i

n News Corp. may finalize a deal
this week to buy a stake in Rotana
Media, marking its first major in-
vestment in the Middle East, peo-
ple familiar with the matter said.
Rotana hosts News Corp.’s Fox
channels in Saudi Arabia via its
television network and manages
some of the Arab world’s most
popular artists.

i i i

Metals and mining

n Rusal faced a setback as stock-
exchange officials in Hong Kong
delayed approval of its initial pub-
lic offering, seeking reassurance
about the Russian aluminum gi-
ant’s debt burden. The IPO, which
is expected to sell 10% of Rusal
and raise as much as $2.5 billion
to help pay off creditors, is now
likely to take place in the first half
of next year, not this month as
originally planned.

i i i

n Gold Fields suspended opera-
tions at a mine in South Africa
while rescue crews searched for
two workers trapped by falling
rock following a series of earth-
quakes. Three other employees
sustained minor injuries.

i i i

Pharmaceuticals

n Hypermarcas, a Brazilian con-
sumer-goods conglomerate,

agreed to acquire local generic-
drugs maker Neo Quimica for
about 1.3 billion Brazilian reals
(about $750 million), expanding
existing operations in the local
prescription and nonprescription
drugs market.

i i i

n Celgene, a U.S.-based biophar-
maceutical company, agreed to ac-
quire closely held Gloucester
Pharmaceuticals for $340 million
plus milestone payments of up to
$300 million in a deal aimed at
bolstering its position in blood-
cancer treatments.

i i i

Technology

n Google announced partnerships
with Facebook and MySpace, and
unveiled technology that enables
it to incorporate real-time updates
by users of those social networks
into its main search results.
Google said its real-time search
technology will feature a scrolling
list of near-instantaneous updates
from a wide range of other
sources, including Twitter, news
sites and documents.

i i i

n Former eBay Chief Executive
Meg Whitman testified that the
online-auction company wanted to
acquire online-classifieds firm
Craigslist in 2004 but settled for a
minority stake. The two compa-
nies are arguing in a Delaware
court about the size of eBay’s mi-
nority stake in the online classi-
fied Web site.

i i i

Utilities

n Britain’s six big energy suppli-
ers must cut power and gas prices
early next year and shouldn’t use
their need to invest as an excuse
to overcharge customers, U.K. en-
ergy regulator Ofgem said. It had
warned in October that consumers
could see energy bills rise sharply.

BUSINESS WATCH

WSJ.com
To read more about these items,

and for all the latest breaking

news, go to WSJ.com/Business

Richard Branson’s Virgin Galactic showed off the winged, minivan-sized SpaceShipTwo in California’s Mojave Desert. The vessel is slung beneath a twin-hulled mothership that will carry it to launch altitude.
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Virgin Galactic unveils first commercial spaceship, taking a gamble on space tourism



By Dave Kansas

HORSHAM, England—Alistair
Darling’s assurances at the opening
of the Future of Finance Initiative
that he won’t let financial reforms
hurt the British economy highlights
a dilemma facing many of those
gathered at The Wall Street Journal
Future of Finance Initiative.

Policy makers are having to
weigh the future benefits of a more
stable financial system against the
immediate costs to financial firms.
An impact assessment by the Euro-
pean Parliament’s directorate gen-
eral for internal policies estimated
that tighter regulations on hedge
funds and private-equity firms
could slow economic growth in the
EU by up to 0.2 percentage points a
year. (See page 6.) Meanwhile, many
banks have returned to profitability
with plans to pay big bonuses, pro-
voking a political outcry.

Opposition Conservative Party
leader David Cameron will also ad-
dress the select group of financial in-
dustry executives and global policy-
makers meeting Monday and Tues-
day to debate financial industry re-

form. Along with U.K. politicians,
the conference will also hear from
Mario Draghi, Governor of the Bank
of Italy and Chairman of the Finan-
cial Stability Board and Paul Vol-
cker, former head of the Federal Re-
serve and current Chairman of Presi-
dent Barack Obama’s Economic Re-
covery Advisory Board.

The Future of Finance Initiative
is a conference hosted by The Wall
Street Journal, publisher of this
newspaper. The Journal hosted a
similar conference in Washington
last Spring. At that meeting, Trea-
sury Secretary Geithner defended
the Obama administration’s han-
dling of the financial crisis and dis-
cussed the Public-Private Invest-
ment Program aimed at getting
toxic assets off of bank’s balance
sheets. Participants greeted the
PPIP with some skepticism which
proved prescient.

Since last Spring, the financial
system has steadied—something
Mr. Geithner anticipated—but it
still remains fragile. Governments
are still deeply involved in the sec-
tor, owning banks, providing guaran-
tees and actively trying to sort out
how to prevent a future financial cri-
sis. During the conference, partici-
pants will debate new regulatory
frameworks, examine the suc-
cess—or lack of it—of various ef-
forts to rescue the global banking
system and discuss various finan-
cial stability proposals. Barclays
President Robert E. Diamond and
hedge fund manager George Soros
will also address participants.

Chancellor of the Exchequer Alistair Darling, left, with Editor in Chief Robert Thomson at The Wall Street Journal Future of
Finance Initiative in Horsham, England. Mr. Darling said the U.K. economy is in a better position than it was six months ago

dium term you have to take some
tough decisions,” he said.

Mr. Darling also hit out at pro-
posed European regulation on
hedge funds and other alternative
asset managers, saying that the Eu-
ropean Commission did “not under-
stand hedge funds.” He has invited
the commission’s new financial-mar-
kets commissioner Michel Barnier
to discuss regulation in London.

Mr. Darling also played down
calls from some emerging nations
for some kind of new global reserve
currency. He said that isn’t some-
thing likely to happen for a long
time, and what must first happen is
that countries, especially large
emerging economies, start tackling
the factors that led to large global
imbalances.

“I don’t think it’s immediate, no,”
Mr. Darling said. “I think trying to

create a new reserve currency out of
nothing is something which would
take some thought. Before you get
there you have to get some accep-
tance that you’ve got a problem in
the first place. You’ve got a problem
in relation to these imbalances and I
think that needs to be dealt with.”

Mr. Darling said the U.K. econ-
omy is in a much better position
than it was just six months ago, and
he said the global economy had
made much better progress over the
last 12 months than many had ex-
pected. However, he said there there
was no room for complacency and
added there is “still a lot of uncer-
tainty around.”

Ahead of the pre-budget report,
he said the government’s priority is
first to “get the recovery firmly es-
tablished and then of course to take
action to reduce the amount of bor-
rowing.”

Continued from first page

Darling weighs bonus tax

Policy makers are facing a dilemma
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By Patricia Kowsmann

LONDON —The U.K. government
Monday disclosed that almost a
third of assets it will insure from
70%-owned Royal Bank of Scotland
Group PLC are loans, including a
“significant portion” that used real
estate as collateral.

RBS shareholders will vote next
week on the bank’s participation in
the so-called Asset Protection
Scheme, under which the govern-
ment will insure £282 billion
($464 billion) of loans and invest-
ments against any losses over an
initial £60 billion that would be
borne by RBS. The plan, in princi-

ple agreed on in February to ring-
fence assets that were turning
sour amid the global recession,
originally covered £325 billion of
assets. Since then, however, mar-
ket conditions improved, and that
amount was lowered.

According to plan details pub-
lished by the Treasury, among the
£282 billion in assets being pro-
tected, £80 billion are loans, while
£55 billion are related to consumer
finance, and £40 billion commercial
real estate finance.

RBS is the largest bank recipi-
ent of government aid in the
world, having received £45.5 bil-
lion from the U.K.

U.K. will insure loans from RBS

FUTURE OF FINANCE
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i i i

Europe

n The U.K. government won’t do
anything to undermine London’s
position as a global financial cen-
ter, but banks must show more re-
straint over pay, Chancellor of the
Exchequer Alistair Darling said,
adding that the economy is in bet-
ter shape than it was six months
ago but uncertainty remains.

i i i

n U.K. Prime Minister Gordon
Brown said his government has
identified billions of pounds in ad-
ditional savings in the public sec-
tor to help pare the country’s re-
cord deficit, speaking two days
before the government updates its
tax, spending and borrowing
plans. Brown said spending on se-
nior civil servants’ pay will be cut
by 20% for the next three years,
one of a series of measures aimed
at improving value-for-money in
the public sector.
n British businesses are becom-
ing more optimistic about the eco-
nomic outlook and their own pros-
pects, but consumers are growing
more cautious as they anticipate
the tax increases and spending
cuts needed to bring soaring gov-
ernment debt under control, sur-
veys showed.

i i i

n Germany looks increasingly un-
likely to send additional troops to
Afghanistan. Chancellor Angela
Merkel’s government is under in-
creasing fire from German media
and the opposition amid a widen-
ing political scandal in Berlin over
a September airstrike that is
thought to have killed dozens of
civilians. Merkel’s coalition part-
ner, Bavaria’s Christian Social
Union, has come out against send-
ing more troops.

i i i

n Romanian voters appear to
have handed center-right Presi-
dent Traian Basescu a second
term by a very thin margin, but
the opposition was quick to con-
test the outcome. The narrow
margin of victory raised questions
over whether the president will
have a strong enough parliamen-
tary mandate to push through
tough overhauls.

i i i

n Greece and Portugal faced
warnings on their sovereign debt
ratings as Standard & Poor’s put
Greece on negative credit watch
and cut Portugal’s outlook, saying
deteriorating public finances in
the countries raised concern. Rival
ratings agency Moody’s put
Greece’s ratings on review for a
possible downgrade in October.

i i i

n In Greece, youths smashed
store windows and hurled rocks
and firebombs at riot police who
responded with tear gas in a sec-
ond day of violence during com-
memorations of last year’s fatal
police shooting of a teenager.

i i i

n In Turkey, assailants raked a
military vehicle with automatic
weapon fire, killing at least seven
Turkish soldiers in the first attack
on troops in a central region of
Turkey in nearly a decade, author-
ities said.

n Russia and India stressed their
strategic partnership, agreeing to
boost military ties and cooperate
in the civilian use of nuclear tech-
nology, but gave few details, as In-
dian Prime Minister Manmohan
Singh and Russian President
Dmitry Medvedev met for official
talks at the Kremlin.

i i i

n Iceland’s economy shrank fur-
ther in the third quarter on lower
domestic demand and government
consumption as the island contin-
ued to suffer from the effects of
the collapse of its banking sector
late last year. Its gross domestic
product plunged 8% from a year
earlier.

i i i

n The Turner Prize, Britain’s
best-known art award, went to Ri-
chard Wright, 49, a Glasgow-based
painter inspired by architecture.
The prize is given annually to a
British artist under 50.

i i i

U.S.

n The U.S. Environmental Protec-
tion Agency took a major step to-
ward regulating greenhouses
gases, declaring them a danger to
public health and welfare in a de-
cision that could eventually lead
to new emissions regulations. The
controversial decision, which the
administration indicated it would
make earlier this year, came as
the global climate summit opened
in Copenhagen.

i i i

n The White House, buoyed by a
resurgent Wall Street, plans to cut
the projected long-term cost of
the Troubled Asset Relief Program
to $141 billion from $341 billion,
in a move that could smooth the
way for the introduction of a new
jobs program using some of the
remaining TARP funds. Congress
had originally authorized $700
billion for the program during the
height of the financial crisis.

n The U.S. economy should con-
tinue its recovery next year, but a
weak job market and tight lending
should leave the economy growing
at a moderate pace, Federal Re-
serve Chairman Ben Bernanke
said. Once the recovery is strong
enough, the central bank will be
ready to unwind the massive stim-
ulus pumped into the economy to
avoid inflation, Bernanke said,
adding he would keep rates low
for an “extended period.”

i i i

Asia

n In Iran, violence erupted at and
around university campuses
across the country as demonstra-
tors took to the streets during the
regime-sanctioned National Stu-
dent Day, but used the occasion to
press their months-long protest
against the government. Students
chanted “death to the dictator”
and set fire to pictures of Iran’s
Islamic leaders and President
Mahmoud Ahmadinejad, chanting
anti-regime slogans, according to

eyewitness accounts and videos
posted on the Internet.

i i i

n North Korea will host a veteran
U.S. diplomat this week, in the
Obama administration’s highest-
level dialogue with the communist
country to date. A key question is
whether Stephen Bosworth can
extract a firm commitment from
Pyongyang to rejoin nuclear disar-
mament talks.

i i i

n In Pakistan, two synchronized
bombs ripped through a market
popular with women in the east-
ern city of Lahore, igniting a mas-
sive fire and killing at least 34
people, authorities said. Another
attack by a suicide bomber killed
10 in the northwestern city of Pe-
shawar, part of a wave of militant
strikes as the army presses an of-
fensive against a Taliban strong-
hold in the northwest close to the
Afghan border.

i i i

n Philippine President Gloria
Macapagal Arroyo is coming un-
der criticism for deploying the
most powerful tool in her arsenal,
martial law, to capture the people
behind the massacre of 57 people
last month. Prominent politicians,
business leaders and church fig-
ures say Arroyo risks dragging the
Philippines back to when martial
law was last imposed—more than
30 years ago to begin the dictator-
ship of Ferdinand Marcos in 1972.

i i i

n In Japan, Yoshifumi Nishikawa,
the former banker ousted as head
of the country’s mammoth postal-
-services group struck back at the
new government, blasting plans to
halt privatization of the agency,
which doubles as the world’s larg-
est savings bank.

i i i

n China’s leadership closed its an-
nual conclave on the economy
with an ambiguous call for more
balanced growth in 2010, reflect-
ing how policy makers remain
pinned between concerns about
the excesses of their stimulus
package and continued worries
over weakness in local and global
demand.

i i i

Middle East

n Dubai World may sell some as-
sets to raise cash, a senior gov-
ernment official said, reflecting a
potential about face for the heav-
ily indebted conglomerate. The of-
ficial emphasized that the assets
in question would be Dubai
World’s alone—underscoring the
government’s position that it isn’t
responsible for debts racked up by
the company.

n Iraq’s electoral commission rec-
ommended a 45-day delay in par-
liamentary elections until Feb. 27,
raising concerns that the post-
poned balloting could complicate
the planned withdrawal of U.S.
combat troops and bring a possi-
ble surge of violence.

WORLD WATCH

WSJ.com
To read more about these items,

and for all the latest breaking

news, go to WSJ.com/World
Uruguayan baritone Erwin Schrott as Escamillo during La Scala’s dress rehearsal of Bizet’s ‘Carmen.’ The season premiere,

conducted by Daniel Barenboim, stars German tenor Jonas Kaufmann as Don José and 25-year-old Georgian mezzo-

soprano Anita Rachvelishvili, just a year out of La Scala’s academy, as Carmen.
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At Milan’s La Scala, the season kicks off with ‘Carmen’
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By Michael Wilson

And Mark Brown

Standard & Poor’s Corp. on Mon-
day warned on Greek and Portu-
guese sovereign-debt ratings, point-
ing to issues with government fi-
nances that could lead to down-
grades.

Debt markets have been watch-
ing for news on Greek debt ratings
as both the European Union and the
European Central Bank try to raise
the pressure on Greece to reduce its
deficit. ECB President Jean-Claude
Trichet, speaking at the European
Parliament on Monday, again urged
governments to rein in ballooning
budget deficits in a “timely man-
ner.” He described Greece’s budget
situation as “very difficult,” but
added that the Greek government is
expected to take courageous steps
to trim the deficit.

S&P put Greece’s single-A-minus
rating on negative credit watch, say-
ing the government’s fiscal consoli-
dation plans are “unlikely to secure
a sustained reduction in fiscal defi-
cits and the public debt burden.”
The move follows rival ratings firm
Moody’s Investors Service’s deci-
sion Oct. 29 to put Greece’s A1 cur-
rency ratings on review for possible
downgrade.

S&P also revised its outlook on
Portugal’s sovereign-credit rating
to “negative” from “stable,” blam-
ing a deterioration in public fi-
nances. There is now increased po-
tential for a downgrade next year
for Portugal, which has a long-term
rating of single-A-plus at S&P, if defi-
cits remain wide, growth stays
weak, and the debt burden contin-
ues to climb, the agency said.

Without economic growth, the
agency thinks Portugal’s govern-
ment will be reluctant to tackle the
problem before 2011, and its stated
aim of cutting the deficit to 3% of
GDP by 2013 is “a considerable chal-
lenge.”

There was no official response
from the Greek finance ministry on
Standard & Poor’s decision, but it
doesn’t usually comment on any
moves by credit-rating firms.

Economists at Greek banks said
that the move by S&P didn’t come as
a surprise as it reflects growing in-
vestor concerns over Greece’s fiscal
outlook at a time when this year’s
budget deficit is forecast to reach
12.7% of GDP, more than four times
the 3% limit for euro-zone members,
and ballooning public debt, and fol-
lows similar moves by other leading
international credit-rating firms.

Platon Monokroussos, head of fi-
nancial markets research at Eu-
robank EFG, said the negative watch
from S&P was “a net negative for the
domestic equity and government
bond markets, reflecting rising in-
vestor worries over the country’s fis-
cal outlook.”

S&P said that while Greece’s new
government, led by Prime Minister
Georgios Papandreou, has acknowl-
edged a large 2009 budget shortfall
and announced reforms that could
bring greater transparency to the
public finances, the ratings firm con-
siders the plans for fiscal consolida-
tion to be tentative.
 —Philip Pangalos

contributed to this article.

By Paul Hannon

LONDON—British businesses
are becoming more optimistic
about the economic outlook and
their own prospects, but consumers
are growing more cautious as they
anticipate the tax increases and
spending cuts needed to bring soar-
ing government debt under control,
surveys showed.

A mixed bag of news awaits
Chancellor of the Exchequer
Alistair Darling as he prepares to de-
liver his prebudget report Wednes-
day. Mr. Darling is expected to stick
to his March prediction that the
economy will grow by 1% to 1.5% in
2010, and not take any dramatic
steps to cut the government’s huge
budget deficit, for fear of prolong-
ing the recession.

In a speech Monday, Prime Min-
ister Gordon Brown laid out a
string of savings that he said would
help save £12 billion ($20 billion) a
year over the next four years and
help pare down the U.K.’s soaring
budget deficits, that is up from an
initial £9 billion a year in savings
identified in April. He said the gov-
ernment would slash the pay bill
for senior civil servants by 20% for
the next three years.

Other efficiencies outlined by
Mr. Brown include slashing the pub-
lic-sector consultancy and market-
ing budget—saving £650 million—
increased use of technology and the
joining-up of government back of-
fices to allow for cost savings.

A monthly survey commis-
sioned by lender Lloyds TSB found
that 67% of businesses were more
upbeat about the outlook for the
economy in November than in Au-
gust, while 16% were more down-
beat. That 51-point balance was the
highest in the survey’s seven years.

However, businesses were signif-
icantly less bullish about their own
prospects, indicating that they are
likely to remain cautious about new
investments.

Business investment in the U.K.
fell for a fifth successive quarter in
the third quarter, dropping 3% from

the previous three months and sink-
ing 21.7% from a year earlier.

The Lloyds survey found that
47% of businesses expect a higher
level of activity over the coming 12
months, while only 9% expect activ-
ity to decrease. The balance of 38
percentage points compared with a
27-point spread in October, and
was the highest since April 2008.

However, Lloyds said that mea-
sure of confidence remained weak
by historic standards. The U.K.
economy contracted in the third
quarter, and it will therefore be the
last of the Group of 20 leading econ-
omies to emerge from recession.

A survey by the British Retail
Consortium found that retail sales
rose for the third straight month in
November, but at a much slower
rate, raising doubts about the
strength of consumer spending dur-
ing the crucial holiday shopping
season.

Sales in stores that have been

open for at least a year were 1.8%
higher than in November 2008. The
increase in sales was smaller than
the 3.8% rise recorded in October,
and also below the 2.8% forecast by
economists surveyed by Dow Jones
Newswires last week.

The slowdown in retail sales re-
flects a surprise weakening of con-
sumer confidence last month as
households counted the cost of the
recession, and looked forward to
paying more tax.

“Consumer confidence is fragile
and has taken a turn for the worse,”
said Stephen Robertson, the BRC’s
director-general. “We’re the only
major economy still in recession.
Uncertainty over jobs and future
tax increases and government
spending cuts is making customers
more cautious.”

In his speech, Mr. Brown also an-
nounced a review of senior civil-ser-
vants pay and said pay will be in-
creasingly linked to performance.

Mr. Brown said that the cut in
pay will save £100 million a year
and that the package of reforms to
senior officials’ compensation will
save £500 million over three years.
He also said the government will
seek to shift some 15,000 civil ser-
vants out of London to less expen-
sive parts of the country in coming
years.

Philip Hammond, a senior mem-
ber of the opposition Conserva-
tives’ Treasury team said the gov-
ernment’s record in previous cost-
cutting campaigns had been poor.

“Labour have had repeated effi-
ciency drives over the last 12 years
which have identified billions of
pounds of potential savings. Yet
they have only achieved a fraction
of the savings claimed," he said.
“Waste and inefficiency remain en-
demic.”
 —Laurence Norman

contributed to this article.

Prime Minister Gordon Brown on Monday laid out a string of savings he said would help pare the U.K.’s soaring budget deficits.

By Laurence Norman

LONDON—Concern that nei-
ther Prime Minister Gordon
Brown’s Labour Party nor the op-
position Conservatives will be
able to win a clear majority in the
next election, set to take place by
next June, risks overshadowing
Chancellor of the Exchequer
Alistair Darling’s Wednesday re-
port that will set out government
spending and borrowing plans.

That concern is based on a shift
in opinion polls recording the
likely national vote share, which
have seen Labour’s support edge
up, narrowing the lead of David
Cameron’s center-right Conserva-
tive Party.

Long convinced the Conserva-
tives were headed for a comfort-
able win, some investors have now
started to take seriously the possi-
bility of a hung Parliament that
would be unable to pass key legisla-
tive changes. In the U.K. political
system, a government generally re-
signs when it is unable to pass ma-

jor legislation.
The concern is that a minority

or coalition government would
have a much harder time making
the tough calls on tax and spend-
ing plans needed to pare deficits
expected to top 12% of gross do-

mestic product this year.
“I think with a hung Parlia-

ment, the U.K. would probably not
get its fiscal position sorted out be-
fore a market crisis hits, sparking
a weak pound, higher gilt yields
and a possible ratings downgrade.
That would be ugly for sterling as-

sets,” said Michael Saunders, U.K.
economist at Citigroup.

Yet some believe worries about
a hung Parliament are premature.

In just one of the U.K.’s 16 post-
war elections—in February
1974—did an election fail to pro-
duce a majority. Also, under the
U.K. voting system, it isn’t the
overall national result that counts
but the outcome in each district.
And polls continue to show a well-
financed Conservative Party is per-
forming well in the swing seats
that will hold the key to victory.

Moreover, with the smaller Lib-
eral Democrat Party saying it
would be prepared to make “sav-
age” cuts to tackle the deficit, a co-
alition government would proba-
bly still be able to design a credi-
ble fiscal-consolidation plan.

The stakes are high for the gov-
ernment. Standard & Poor’s in
May placed the U.K.’s triple-A sov-
ereign credit rating on negative
outlook and said the fiscal plans of
the next government would be crit-
ical to whether an actual down-

grade followed. Fitch has warned
the U.K. is the major economy “po-
tentially most at risk” of a down-
grade.

A downgrade could lead to
large-scale selling of sterling and
a sharp rise in borrowing costs as
domestic and foreign investors
dump U.K. assets.

Gemma Tetlow, senior research
economist at the Institute for Fis-
cal Studies, said a politically frag-
ile government would struggle to
grapple with the U.K.’s soaring
debt, which is currently projected
to reach 80% of GDP by the middle
of the next decade.

“Even if you have a very strong
government, it is still going to face
some very tough choices on the
public finances,” she said.

She warned that, as in 1974, a
minority government could well
look to hold an early election to
win a clear mandate. In that sce-
nario, tough decisions on tax in-
creases or spending cuts could be
put off, she warned.

S&P warns
on Portugal,
Greece ratings
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Mixed views on U.K. economy
Businesses are optimistic about outlook and their prospects, but many consumers aren’t buying

Hung-parliament scenario weighs on U.K.

A minority or

coalition government

would have a harder

time making calls on

taxes and spending.
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Online today: Hear Scott McCartney
discuss one scheme some people use
to accumulate frequent flier miles at
WSJ.com/Travel

Some fliers have been taking
advantage of a free-shipping offer from

the U.S. Mint to rack up frequent-flier
miles by buying dollar coins.

By Scott McCartney

E NTHUSIASTS of frequent-
flier mileage have all kinds
of crazy strategies for rack-

ing up credits, but few have been
as quick and easy as turning coins
into miles.

At least several hundred mile-
junkies discovered that a free ship-
ping offer on presidential and Na-
tive American $1 coins, sold at
face value by the U.S. Mint,
amounted to printing free fre-
quent-flier miles. Mileage lovers
ordered more than $1 million in
coins until the Mint started identi-
fying them and cutting them off.

Coin buyers charged the pur-
chases, sold in boxes of 250 coins,
to a credit card that offers fre-
quent-flier mile awards, then took
the shipments straight to the
bank. They then used the coins
they deposited to pay their credit-
card bills. Their only cost: the car
trip to make the deposit.

Richard Baum, a software-com-
pany consultant who lives in New
Jersey, ordered 15,000 coins. “I
never unrolled them,” he says.
“The UPS guy put them directly in
my trunk.”

Patricia Hansen, a San Diego re-
tiree who loves to travel, ordered
$10,000 in coins from the Mint.
“My husband took them to the
bank,” Ms. Hansen says, and she
earned 10,000 miles toward free
or upgraded travel.

That’s small change compared
with what some mile collectors
did. The coin program was a popu-
lar play on FlyerTalk.com, an on-
line community where frequent
travelers and mileage mavens
share travel tips and profitable
mileage plays. One FlyerTalker,
identified by his online moniker,
Mr. Pickles, claims to have bought
$800,000 in coins. He posted pic-
tures of the loot on FlyerTalk.

He says his largest single de-
posit was $70,000 in $1 coins. He
used several banks and numerous
credit cards. He earned enough
miles to put him over two million
total at AMR Corp.’s American Air-
lines, giving him lifetime platinum-
elite status—early availability of
upgrades for life and other perks
on American and its partners
around the world. He also pumped
miles into his account at UAL
Corp.’s United Airlines and
points into his Starwood
Preferred Guest pro-
gram account.

A spokesman for
the Mint says it has
no record of anyone
purchasing that
many coins, but or-
ders could have been
shipped to different
names and addresses.

Another FlyerTalk mem-
ber used the coin program to help
earn a free two-week trip to Tahiti
that he took with his wife at the
end of October. He worked hotel,
airline and credit-card programs
carefully to pull together the re-
wards he wanted.

The allure of frequent-flier
miles, which were introduced by
American in 1981, was that they of-
fered something for nothing. The
miles rewarded loyalty and proved
to be an extremely powerful mar-
keting tool.

Now, airlines have turned miles
into more than a competitive de-
vice; they have become a currency
that airlines can sell, usually at
less than a penny a mile, to other
merchants to generate revenue.
More miles are put into circulation
by companies—including credit-
card issuers, hotels, mortgage ser-
vicers, and florists—than are given
to travelers for flights.

The mile is such a cherished com-
modity that airlines have even bol-

stered their balance sheets by pre-
selling billions of miles. Citigroup
Inc., which gives away American
AAdvantage miles to credit-card
customers, agreed to lend Ameri-
can $1 billion in September. The
loan is to be repaid between 2012
and 2016—not in cash but in miles.

Pushing miles into everyday
commerce has created unique op-
portunities for mileage addicts. For
many, chasing miles is a way to

vastly improve their travel.
Accumulate enough

miles to land elite sta-
tus, and you get

early boarding, bet-
ter seat selection,
access to upgrades,
premium check-in
and security lines,

and sometimes use
of fancy airport

lounges on international
trips. It goes far beyond just

tallying miles for free tickets.
Landing those free tickets has

gotten more expensive in recent
years as airlines have pushed the
number of miles required for
many trips higher and as they
have added fees and co-payments
to some awards. Consumers are of-
ten frustrated as well by difficulty
in getting the trips they want on
the dates they want since airlines
restrict availability of award seats.
But the airline mile remains a po-
tent perk that consumers chase
around the world.

Even with all the offers that
are available, the deal the Mint of-
fers—free miles without spending
any dollars—is unique. The Mint
says the dollar-coin free-shipping
offer began in June 2008. About
$130 million in coins have been is-
sued to 40,000 buyers, mostly coin
collectors, community banks and
small businesses such as vending-
machine companies and car
washes.

The Mint says it costs, on aver-
age, about $3 to ship each
250-coin box. So $10,000 in coins
would be 40 boxes, or $120 in ship-
ping. As for credit-card costs to
the government, a Treasury De-
partment agency handles all gov-
ernment credit-card transactions
and negotiates costs. No particular
credit-card expense is charged to
the Mint, a spokesman says.

In late August and September,
officials noticed a sharp uptick in
“large repetitive orders” from a
group of individuals, Mint spokes-
man Tom Jurkowsky says. At
about the same time, the Mint re-
ceived reports from banks around
the country that coins were being
deposited that were still in their
U.S. Mint boxes, he says.

Officials found Internet chat
rooms where the coins-for-miles
scheme was detailed. Letters were
sent to customers asking whether
their intended use complied with
the program’s purpose. Customers
who didn’t respond were blocked
from the program, Mr. Jurkowsky
says. Fewer than 400 buyers were
blocked, he says.

“Is this illegal? No. Is it the
right thing to do? No, it’s not what
the program is intended to do,”
Mr. Jurkowsky says.

Dollar coins save the country
money because they can last 30
years or more and can be recycled,
the Mint says. A paper dollar in cir-
culation lasts only about 21
months, says the U.S. Bureau of En-
graving and Printing. The free-
shipping program is meant to put
more coins into day-to-day use.

The Mint has added a warning
to its Web site that credit-card
companies could consider the pur-
chases cash-equivalent transac-
tions not eligible for miles, and
Mint officials plan to contact
credit-card issuers “to try to imple-
ment a solution,” he says.

Mileage fanatics say merchants
and hotel programs can be an ex-
cellent way to supplement fre-
quent-flier accounts.

Hyatt Hotels Corp. currently of-
fers its Gold Passport program
members a free night for every
two nights at one of the chain’s
properties through Jan. 31. The
free nights come with no blackout
dates but have to be used by
March 31. Charles Witt, a facilities
planner in Washington, D.C.,
stopped by a suburban Hyatt Place
hotel on his way home from work
several times this fall, swiped his
credit card to buy a $50 room and
went home, never opening the
door to the hotel room.

For every $100 he spent, he got
a free night at any Hyatt. He
booked three free nights at the
Grand Hyatt in Tokyo over New
Year’s—rooms that would have
cost him $600 a night.

“Once you start on this road,
it’s very hard to get off,” says Mr.
Witt.

Hyatt says the promotion is
meant to engender loyalty, and
most customers use it more tradi-
tionally, collecting free nights for
regular stays. But the company
welcomes people so passionate
about its hotels that they’ll go to
elaborate lengths to stay at
Hyatt.

“We don’t discourage that,”
says Jeff Zidell, vice president of
Hyatt’s Gold Passport program.
“There are those extremists in
whatever business you’re in who
do what they can to get the most
out of it.”

Turning U.S. coins into mileage awards
How the government helped frequent fliers make a mint; free shipping of coins, put on credit cards, funds exotic trips
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SPORT

The second half of the
World Cup draw features the
past two winners and the tour-
nament’s most decorated na-
tions: Italy and Brazil, who have
lifted the trophy four and five
times respectively.

The Italians are likely sec-
ond-round opposition for the
runners-up in Group E—a pool
containing the Netherlands, Ja-
pan, Cameroon and Denmark.
The Dutch should have enough
to win their group—appealing at
4/5 with Victor Chandler—but
not the tournament.

Group F sees defending
champion Italy paired with Slo-
vakia and New Zealand, as well
as Paraguay, which should join
the Azzurri in the last 16. With
an ageing, albeit very experi-
enced, squad, there is little ap-
peal in backing Italy at 12/1
(general). Spain or Portugal
likely awaits in the quarter-fi-
nals, so Paddy Power’s 15/8 for
them to be knocked out at the
last-eight stage is attractive.

The “Group of Death” in
South Africa is Group G: Brazil’s
odds were eased after it was
pooled with Ivory Coast and
Portugal, meaning Boylesports’
11/2 in the outright market is
decent value. A good win over
group make-weights North Ko-
rea in the opening-group game
would demonstrate intentions.

With Chile, Switzerland and
Honduras for company, Spain is
the tournament favorite and
shortest price to make the sec-
ond round. With a relatively
straightforward group, David
Villa is also favorite to be top
scorer at 11/1 with Bet365 and
looks a better bet than injury-
troubled strike partner
Fernando Torres at 12/1 with
Totesport.

Tip of the day

8

Source: Uefa.com

Chess seeks sponsors as mates
In an age when niche sports such

as darts and poker have managed to
attract a mainstream following,
chess fans are wondering why there
has been so little attention devoted
to the London Chess Classic, which
begins today and has been billed as
the strongest tournament in the U.K.
in 25 years.

Sellout crowds are expected
across the five days at the Kensing-
ton Olympia, while more than a mil-
lion enthusiasts will follow the tour-
nament online, with six-figure
audiences expected to follow for the
much-anticipated showdown be-
tween former world champion
Vladimir Kramnik and newly
crowned world No. 1 Magnus
Carlsen, a 19-year-old Norweigan
whose prodigious talents have seen
him hailed as the Mozart of chess.

The meeting of a giant of the
sport’s past and its leading light of
the future has generated serious
buzz in online forums world-wide,
but it has so far failed to generate
big money.

Although a group of private in-
vestors has agreed to sponsor the
London Chess Classic, the purse of
€100,000 ($148,520)—a record for a
British tournament—is indicative of
the sport’s struggle to translate its
popularity into cash.

Corporate sponsorship has
proved elusive, while lucrative en-
dorsement deals are rare, even for
the sport’s leading stars. Last year,
Mr. Carlsen spent 200 days on the
road playing and earned roughly
$250,000 after expenses, his father
says.

Those earnings will increase fol-
lowing his rise to the top of the
rankings, but even for the world’s
leading player, it is clear chess can’t
compete with the riches on offer in
mainstream sports. Even more gall-
ing for chess organizers, it now fails
to generate the revenues of other

“mind sports.”
While the winner of this month’s

World Chess Cup will receive
$120,000 in prize money, this year’s
World Series of Poker champion
pocketed about $8.5 million.

“Chess has simply failed to tap
into its enormous potential: We
have too many people shooting our-
selves in the foot, or in the head if
you like, and we’re not enough pro-
gressive enough as a sport,” says
Nigel Short, a former world champi-
onship challenger and current Brit-
ish No. 1.

He blames the International
Chess Federation, known by its
French acronym FIDE, for failing to
leverage the sport’s enormous glo-
bal reach. With 158 member nations,
FIDE is the second largest world-
wide sporting organization after
FIFA, the governing body of world
football.

“At the grassroots level, chess is
huge but on the top level it doesn’t
translate into anything,” Mr. Short
says. “There are hundreds of mil-
lions of chess players around the
world, so the money’s there, but
FIDE has failed to put chess in the

mainstream.”
Indeed, many of FIDE’s attempts

to increase the game’s commercial
appeal have appeared puzzling.

Hopes of generating mainstream
media coverage were raised when
the organization announced the
launch of a new Grand Prix series in
2007. Yet high expectations were
swiftly dashed by poor execution.

Originally envisioned as “a series
of six tournaments held over two
years in leading world cities,” ac-
cording to the FIDE Web site, only
five tournaments in two years have
taken place, the past three of which
were held in Elista and Nalchik in
Russia and Jermuk in Armenia after
plans for more exotic venues were
derailed by the collapse of sponsor-
ship agreements.

“Who wants to sponsor a match
in a place they’ve never heard of or
a place they’d rather not go to?”
asks Malcolm Pein, organizer of the
London Chess Classic.

Yet FIDE has also been hampered
in its attempts to attract sponsors
and sell chess to a wider audience
by a lack of mainstream broadcast
opportunities.

The London Chess Classic won’t
be televised by a single TV network
and Mr. Pein says efforts to air the
tournament were doomed because
of a lack of interest on the part of
broadcasters.

“Chess hasn’t been broadcast in
Britain properly since 1993, and
there’s been very little coverage in
Western Europe or the U.S. gener-
ally,” he says. “It’s not an issue of
cost, the broadcasters just don’t
think it would command any inter-
est.”

This is the problem for chess.
Without TV coverage, the sport
can’t hope to attract the lucrative
sponsorship deals and commercial
partners that swell the coffers of
other second-tier sports.

Despite concerted efforts to sell
television audiences on shorter ver-

sions, including rapid chess (timed
games taking less than two hours)
and blitz chess (three to five min-
utes per move), the game has yet to
devise a format that captures the
imagination of the people that mat-
ter: TV executives.

“If it’s not a good sport for tele-
vision, it will struggle to generate
major revenues, because that’s
where the huge audience of media
comes from,” says Nigel Currie, a di-
rector at London-based sponsorship
consultancy BrandRapport. “Poker
works because they’ve found a way
for you to see the cards so you can
assess what’s going on, but in chess
it’s just in two people’s minds re-
ally.”

While attempts to increase reve-
nues at the top level have stalled,
other signs point to a renaissance.
Grassroots participation has rock-
eted over the past few years as re-
ports citing the educational benefits
of chess have led to a resurgence in
scholastic chess.

More than 70,000 children now
take part in the annual British Land
U.K. Chess Challenge, while First
Move—a program run by the Amer-
ica’s Foundation for Chess to teach
second- and third-grade teachers
how to use chess as a learning
tool—now serves about 50,000 kids
in 26 states.

The globalization of the game
has also raised interest levels across
the world as the Internet allows
fans to follow a match through on-
line forums.

If the London Chess Classic goes
well, Mr. Pein hopes to bring the
world championship to Britain in
2012, a prospect that would allow a
sport played by an estimated 300
million people to move a step closer
to fulfilling its vast potential.

“I’m hopeful that having a tour-
nament with a Western European as
world No. 1 in a Western European
city will bring chess back into the
public eye.”

BY JONATHAN CLEGG

English Grand Masters Luke McShane, right, and Nigel Short take part in a blindfolded chess game in a London Eye capsule ahead of the London Chess Classic
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Note: Rankings correct as of Dec. 1, 2009.

Worlds apart
Prize money for 2008

Magnus
Carlsen
(Chess)

Tiger
Woods
(Golf)

Roger
Federer
(Tennis)

250,000
0

4

8

$12 million

Spain’s forward Fernando Torres
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On edge
The tight presidential election echoes last year's general election, which handed the two main parties almost the 
same number of seats

2009 presidential vote, second-round 
runoff, 99.1% of votes counted

Nov. 30, 2008 vote for 334 seats in lower house, 5% cutoff,
Votes for Chamber of Deputies: 

Social Democratic Party
UDMR (ethnic 

Hungarian Party)

Greater 
Romania Party

Liberal Democratic Party National Liberal Party

50.4%
5.09 million

49.6%
5.00 million

114 seats
(2.28 million votes)

115 seats
2.23 million votes

65 seats
1.28 million votes

22 seats
425,000 votes

0 seats
218,000 votes

Turnout: 53%

Turnout: 39%

Romania's President Traian Basescu waves as he leaves his electoral campaign headquarters in Bucharest on Monday.

Traiian Basescu 
Liberal 

Democratic Party 

Mircea Geoana 
Social 

Democratic Party 
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Hedge-fund rules to raise costs
By William Hutchings

And Matthew Dalton

The European Commission’s pro-
posal to tighten regulation on hedge
funds and private-equity funds
could cost asset managers Œ22 bil-
lion ($32.7 billion) in one-time
charges and almost Œ4 billion in an-
nual charges,according to an impact
assessment published Monday by
the European Parliament’s director-
ate general for internal policies. It
could slow economic growth in the
European Union by as much as 0.2
percentage point a year.

However, the impact assess-
ment offered a wide range for the
one-time costs of complying with
the proposed rules—from Œ1.1 bil-
lion to Œ22 billion—but said it be-
lieved the Œ1.1 billion figure was
“likely to represent an underesti-
mate.” It said the charges would be
driven principally by the require-
ment to make more information
available to outsiders, changes to
internal processes and revised cap-
ital requirements.

The directorate also warned
that any benefits of the proposed
directive might disappear as the in-
dustry finds ways around the
rules. It estimated that the regula-
tions would increase transaction

costs in the industry—which it esti-
mated at 3% of the total value of
the transactions—by as much as
0.3 percentage point in the short
term and between 0.3 percentage
point and 0.75 percentage point in
the longer term.

The report said that the lower av-
erage growth rate it predicted for
the EU “would come with the side
benefit of lower volatility. We esti-
mate that the worst recessions
might involve up to 0.8% less con-
traction in gross domestic product,
with peak unemployment about
1.3% less as a consequence of busts
being smaller.”

“Not only will Europe’s economic
growth rate and employment be af-
fected but there will be long-term
consequences for Europe’s pensions
too,” said Andrew Baker, chief execu-
tive of the Alternative Investment
Management Association, a trade as-
sociation representing the hedge-
fund industry globally. “We believe
the directive should be substan-
tially revised so that new regulation
of the sector is proportionate.”

Jean-Paul Gauzes, the French-
man who is leading debate in the par-
liament, already has proposed ma-
jor changes to the commission’s di-
rective. The parliament and Euro-
pean national governments must ap-

prove the proposal before it can be-
come law.

The commission’s proposal
would subject most funds managing
more than Œ100 million to registra-
tion requirements. The commission
would have the authority to set lim-
its on the amount of borrowed
money, or leverage, these funds can
use to boost their returns.

Both the council and parlia-
ment are likely to oppose giving
the commission the power to set le-
verage levels, opting instead for
national governments and a new
EU regulator to have that author-
ity. Mr. Gauzes has proposed re-
quiring investment funds of any
size to register.

The European Commission is
the European Union’s executive
arm.

“The Impact Assessment from
the Parliament shows there is
much work still to do, and we are
hopeful that the incoming Spanish
Presidency will continue discus-
sions at Council in the same con-
structive manner [as the depart-
ing Swedish Presidency],” said Jav-
ier Echarri, secretary-general of
the European Private Equity and
Venture Capital Association, a
trade association representing the
private-equity industry.

By Joe Parkinson

BUCHAREST—Romanian voters
appear to have handed center-right
President Traian Basescu a second
term by a razor-thin margin, but
the opposition was quick to allege
improprieties and contest the out-
come.

Election authorities said that
with 99.95% of the vote counted,
Mr. Basescu, 58 years old, had won
50.33% of the vote, while opposi-
tion Socialist Democratic Party
leader Mircea Geoana, a 51-year-
old former Romanian ambassador
to Washington, received 49.66%.

Analysts, however, said they ex-
pect the results to hold. Alina Mu-
ngiu-Pippidi, Democracy Studies
Chair at Berlin-based Hertie School
of Governance, said there is no
mechanism that gives recourse to
losing candidates to contest the of-
ficial results.

“Stronger claims have been
made before, but the electoral of-
fice has never accepted any,” she
said.

The narrow margin followed a
bitter campaign and raised ques-
tions about whether the next presi-
dent will have a strong-enough
mandate to push through tough
changes needed for one of the Euro-
pean Union’s newest members.

The president’s most pressing
task will be to clear away a political
vacuum and lead negotiations with
the International Monetary Fund
and the European Union over re-
starting a Œ20 billion ($29.7 bil-
lion) loan.

The financial markets fell on the
election results, with Romania’s
BET stock index closing down 4.5%.

Analysts said that while Mr.
Basescu isn’t against the IMF, he
will likely struggle to appoint a ne-
gotiating team to meet with the
fund, thus delaying a new agree-

ment until well into the new year.
“If Basescu struggles to form a

government, it is the worst-case
scenario because we won’t have an
IMF loan … and that money is re-

ally, really important just to keep
the economy alive,” said Alina In-
ayeh, director of the Black Sea
Trust, a policy institute.

Romania’s economy has swung

from posting the fastest growth in
the European Union last year to a
7% contraction in 2009.

Mr. Basescu, a plain-speaking
former ship’s captain, may strug-

gle to find the 48 seats he needs
from other major parties to form a
parliamentary majority. He has re-
peatedly clashed with opposition
lawmakers during his five-year
term.

Initial exit polls broadcast Sun-
day pointed to an opposition vic-
tory, but late votes from Roma-
nians abroad overwhelmingly
backed the president, according to
the official election authority.

Mr. Basescu insisted he was the
winner, telling his supporters: “I as-
sure you that the correct polls
show that I have beaten Mircea
Geoana.”

But the Socialist Democratic
Party said it will contest the result,
with an official spokesman alleging
that the Basescu campaign had
committed widespread irregulari-
ties.

The party, also called the PSD,
said the number of voided ballots
was higher than the margin of vic-
tory.

The Vienna-based Organization
for Security and Cooperation in Eu-
rope, responsible for supervising
the poll, said its assessment of the
election was “positive” but cau-
tioned that “remaining shortcom-
ings and renewed allegations of ir-
regularities need to be addressed.”

Analysts said the outlook for
the economy and markets was
grim.

“This is not what the markets
were looking for—they wanted a
clear result and they got the oppo-
site,” said Nicolaie Alexandru-Chi-
desciuc, chief economist at ING in
Bucharest.

“But for the IMF deal the result
is a net positive, as Basescu has
said he won’t seek to renegotiate
the terms, which the Socialists
would have,” he added.

 —Christopher Emsden in Milan
contributed to this article.

By Anna Molin

Iceland’s economy shrank fur-
ther in the third quarter on lower do-
mestic demand and government con-
sumption as the island still suffers
the effects of the collapse of its bank-
ing sector late last year.

Iceland’s gross domestic product
fell 5.7% on a seasonally adjusted
quarterly basis and plunged 8%
from a year ago, Statistics Iceland
said Monday.

Iceland nearly suffered a melt-
down last year when its three big-
gest banks, representing 85% of the
banking sector, were toppled by $80
billion of debt, several times the
country’s GDP.

Iceland has since been propped
up by a $4.6 billion International
Monetary Fund-led loan aimed to
support its economy and help stabi-
lize the currency as the central bank
gradually eases capital restrictions.

Iceland has also sought to re-
store normal financial relations
with foreign markets by applying
for European Union membership, re-
imbursing overseas depositors for
money lost in a failed online bank,

and partly reprivatizing two of its
three failed banks.

The national statistics agency
said total domestic expenditure de-
creased 2.1% in real terms in the third
quarter, while gross fixed capital for-
mation fell 7.3% and government fi-
nal consumption was down 4.5%.

“The effect of this decline in do-
mestic expenditure was exacer-
bated by a decrease in the trade sur-
plus compared with the last quarter,
causing a larger decline in GDP than
in domestic expenditure,” the statis-
tics agency said. Exports rose 1.3%
in the third quarter, while imports in-
creased 12.9% on a quarterly basis.
Household final consumption grew
2.8% on the quarter.

Iceland’s central bank said Nov. 5
that it expects the economy to
shrink 8.5% this year owing to
weaker consumer spending and in-
vestments.

The statistics agency also said
Monday that the government’s fi-
nancial deficit shrunk to 33 billion
Icelandic kronur ($270 million) in
the third quarter from 41 billion kro-
nur in the second quarter. It was 13
billion kronur in the first quarter.

Iceland GDP fell 8%
in the third quarter

Incumbent is likely Romanian victor
With most of the vote counted, Basescu appears to have retained the presidency, but opposition will contest outcome
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By Ben Worthen

Bill Green, the chairman and
chief executive of Accenture PLC,
finds he has fewer friends these
days. The world’s largest stand-
alone consulting company by reve-
nue has seen long-time partners,
such as Hewlett-Packard Co., Dell
Inc. and Xerox Corp., spend bil-
lions of dollars to buy up Accen-
ture’s competitors in the past 18
months.

That leaves Accenture, whose
177,000 employees resell and in-
stall computer hardware and soft-
ware in addition to providing stra-
tegic consulting, with fewer part-
ners at a time that the recession
has slowed corporate demand for
its services.

Mr. Green was part of the exec-
utive team that spun Accenture,
then Andersen Consulting, out of
Andersen Worldwide Societe Co-
operative and took the company
public in 2001. Formerly a part-
nership, the current company has
a traditional corporate structure
and this summer moved its head-
quarters from Bermuda to Ire-
land.

A 56-year-old Massachusetts
native, who joined the company
in 1977 fresh from business
school and became CEO in 2004,
Mr. Green said he was “surprised”
by the recession’s severity. In Au-
gust, he laid off about 7% of his
senior executives—more than 300
people—and consolidated some of
Accenture’s 200-plus offices.

Mr. Green is now reorganizing
Accenture—such as by seeking
out new hires with experience
working in different fields—which
he thinks will help win more busi-
ness. In an interview, he dis-
cussed how he’s guiding the firm
through the recession and the in-
dustry’s shifting allegiances. Ex-
cerpts:

WSJ: Is technology spending com-
ing back?
Mr. Green: It’s starting to come

back. It’s an interesting time of the
year because with tech spending,
sometimes there’s a budget flush at
the end of the year. So you can’t be
confused by [the fourth quarter].

A lot of the work we’re doing
right now is around rationalizing
and streamlining. People have made
major investments in technology
and software and systems, and
many times companies are disap-
pointed with the results they got.
We’ll see how 2010 unfolds. Our
plan right now is [to hire] about
3,000 people. We’re also position-
ing to aggressively hire at the very
senior level as well in specific skill
categories.

WSJ: Dell, Xerox and H-P have
bought services companies re-
cently. What does this trend mean
for Accenture?
Mr. Green: I think any product com-
pany that gets into the service busi-
ness has to take a few deep breaths
because the difference is night and
day.

[One] company is about prod-
ucts, the [other] company is about
people. It is a very hard thing to do
to get a product company culture
and a service company culture to co-
exist.

You’re going to see some Hail
Marys. You’re going to see some
companies that are just trying to
find growth. And so the natural
thing to do is, “Oh, let’s go into ser-
vices.”

WSJ: These companies are going to
tell customers that if they buy the
consulting services, they will get a
discount on hardware too. How will
you compete against that kind of
bundled sale?
Mr. Green: It’s hard to compete with
the bundle on the surface, but cus-
tomers are smart. They get that if it
seems too good to be true, it proba-
bly is. We have much of our compen-
sation tied to the results that we gen-

erate on behalf of the companies.

WSJ: What are the things you did
right guiding the company through
this recession?
Mr. Green: We operate the company

with one foot in today and one foot
in tomorrow. So the foot in today
was driving our business in 2009 for
the best economic results. The foot
in tomorrow was [realizing] that
business is going to come back.

We launched an initiative called
Accenture Interactive, which is [In-
ternet] marketing. If you think
about the developing economies of
the world, how do you reach them to
sell your products and services?
More and more marketing is going
to be done through the Internet.

The second thing we did is we
combined our public service and our
health services business. Every-
where around the world, health ser-
vice and public service in all the
other countries is very much mar-
ried up. Only in the U.S. is it not.

So we created a new operating
unit to go after that market, which
we think will grow two or three
times faster than many of the other
markets that we operate in.

WSJ: What did you do wrong over
the last year?
Mr. Green: In December, we were
still projecting growth consistent
with our range. All the facts pointed
to that. The world changed when we
went into calendar 2009. People just
stopped initiating anything.

Frankly, I thought we responded
pretty well. I do think we could have
done more investing for the future
than we did.

There was time to do something
bold, to move into entire new busi-
ness areas. We did a lot of analysis
on that, but we probably didn’t
lunge at it as fast as we should, be-
cause you’re always trying to bal-
ance the short term and the long
term.

WSJ: What are you doing to navi-
gate the company now?
Mr. Green: For the last year, it’s
about retaining customers.

I ran our telecom business dur-
ing the telecom meltdown in 2000
and 2001. We never left their side,
even when they didn’t have money
to spend, we stuck with them. When
they come out of the downturns,
we’re the place they come.

Accenture chief Bill Green says some hardware makers are ‘just trying to find
growth’ by buying services firms.

By Dana Mattioli

Tiger Woods’s handling of a re-
cent scandal is a textbook case in
poor crisis management, say crisis
managers.

Days of near-silence followed
by a carefully-worded statement
have dealt a blow to the golfer’s
once squeaky-clean reputation.

“At best, it looks like he’s com-
ing clean because he got caught,”
says Karen Doyne, co-leader of Bur-
son-Marsteller’s crisis practice.
“Whether you’re a celebrity or a
multinational corporation, you
can’t expect credit for doing the
right thing as a last resort.”

With a public apology and an
appeal for privacy, Tiger Woods
acknowledged last week that he
let his family down with unspeci-
fied “transgressions” that he re-
grets with “all of my heart.”

It was his longest statement
since a middle-of-the-night car
crash outside his Florida home
last week set off the greatest me-
dia scrutiny of Mr. Woods’ career

and his 5-year-old marriage to
former model Elin Nordegren.

In a crisis, the timing of a state-
ment is as critical as its content,
Burson-Marsteller’s Ms. Doyne
says.

“The ideal in any crisis situa-
tion is to get something out within
three hours, but certainly within
24 hours,” she says. Mr. Woods is-
sued a brief statement on Sunday
after the crash early Friday. He
said nothing more until Wednes-
day’s apology.

“The longer you wait to tell
your story publicly the more spe-
cific you’ll have to be when you fi-
nally speak out,” she says.

She says JetBlue similarly re-
sponded too late after a February
2007 ice storm resulted in more
than 1,000 cancellations and left
passengers stranded on runways
in New York for hours. After a two-
day service meltdown, then-CEO
David Neeleman apologized in a
company video; the firm issued a
customer bill of rights and more
than $40 million in refunds and

vouchers.
But “the delay in responding

made the outrage snowball,” says
Ms. Doyne. “JetBlue did almost all
of the right things, but 48 hours
too late,” she says. Mr. Neeleman
stepped down three months later.

Mike Paul, president of New
York crisis and reputation public-
relations firm MGP & Associates,
agrees Mr. Woods erred in not ad-
dressing the public immediately.
Wednesday’s statement doesn’t
come off as a authentic apology,
he says.

“We shouldn’t be guessing
what those ‘transgressions’ are,”
says Mr. Paul. It reads like “le-
galese” and doesn’t specifically ad-
dress the rumors, he says.

Mr. Paul recalls advising a CEO
of a Washington, D.C., defense con-
tractor to accept responsibility for
an affair with an employee after a
local newspaper wrote about it.
Mr. Paul said the executive, who
he declined to name, refused to ad-
mit that the affair violated the
company’s ethics policy.

“I told him ‘the truth is the big-
gest tool I have to rehabilitate
your reputation,’ ” says Mr. Paul.
The media “will find out the truth
eventually.” The board removed
the executive, Mr. Paul said.

Robbie Vorhaus, a crisis reputa-
tion adviser in New York, agrees
that Mr. Woods should have spo-
ken sooner. “If you don’t tell your
story first then you’re letting
someone else tell your story,” Mr.
Vorhaus says. “Now he has to re-
act and respond to what everyone
else is saying.”

He called Mr. Woods’s Wednes-
day statement a “scrubbed re-
lease.”

“Clearly a number of people
from the legal, corporate and pub-
lic relations standpoint went over
it and scrutinized every single
word,” he says.

Now, Mr. Woods should stay fo-
cused on his golf game and be re-
spectful to the media, he says. If
his golf performance stays strong,
he should be able to salvage his im-
age, he adds.

“He’ll be able to golf his way
out of this,” Mr. Vorhaus says. But
“if he can’t and this has somehow
affected his mental game so that
he’s no longer Tiger Woods the
great golfer, just Tiger Woods the
OK golfer, then it will certainly be
the pivoting point.”

Leslie Gaines-Ross, chief reputa-
tion strategist with public rela-
tions firm Weber Shandwick, says
it’s difficult for public figures to
ignore lawyers’ advice to stay si-
lent—but those figures often bene-
fit from speaking out.

She points to Canadian food-
maker Maple Leaf Foods Inc.’s han-
dling of a listeria crisis in 2008 as
a good model. The same day labs
confirmed listeria was in some of
the company’s products, CEO
Michael McCain shot a television
ad apologizing; he also posted the
ad on YouTube.

Mr. McCain said, “the two advis-
ers that I will be paying very little
attention to through this, first are
the lawyers and the second are the
accountants.” He kept his job.

Steering Accenture’s way in a recession
Consulting firm’s CEO, Bill Green, stands strong as partners strike deals and alliances shift within the industry

Crisis managers offer critique of Tiger Woods
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COPENHAGEN SUMMIT

EPA rules greenhouse gases pose danger
WASHINGTON—The U.S. Envi-

ronmental Protection Agency said
greenhouse gases are a danger to
public health and welfare, in a deci-
sion that sets the stage for new reg-
ulations for cars and large emitters.

EPA Administrator Lisa Jackson
said large emitters, such as power
plants, crude-oil refineries and
chemical plants, would come under
new regulations next spring to limit
their output of carbon dioxide and
other gases. The so-called “endan-
germent finding” that Ms. Jackson
announced Monday also is neces-
sary to move ahead on new emis-
sion standards for cars.

The findings “cement 2009’s
place in history as the year when
the U.S. government began address-
ing the challenge of greenhouse-gas

pollution and seizing the opportu-
nity of clean-energy reform,” Ms.
Jackson said in a prepared state-
ment.

The controversial public-health
decision, which the Obama adminis-
tration indicated it would make ear-
lier this year, coincided with the
opening of the global climate sum-
mit in Copenhagen.

The decision has been opposed
by many business groups and law-
makers who fear it will place a bur-
den on the economy.

The new regulations for large
emitters will require companies that
are building or modifying power
plants, refineries and other indus-
trial emitters to install the “best
available” technology. The EPA will
soon begin determining what tech-
nology will be required.

Ms. Jackson said at a news con-

ference that she didn’t believe that
the agency should establish national
air-quality standards for greenhouse
gases, as at least one environmental
organization has petitioned.

Such a standard would set a total
greenhouse-gas level at, for in-
stance, 350 parts per million in the
atmosphere across the U.S., requir-
ing regions and states to meet those
levels.

Currently, the carbon dioxide in
the Earth’s atmosphere is about 390
parts per million, according to the
U.S. government.

But, experts say, because green-
house gases such as carbon dioxide
aren’t localized like other air pollut-
ants, and travel across borders and
countries, it would be nearly impos-
sible to meet such a standard if
other emitting nations didn’t also
set and meet such a target.

BY IAN TALLEY

Compiled by Ian Talley, Jing Yang, Paul
Beckett, Alexander Kolyandr, Jeff Fick,
Alessandro Torello, Marek Strzelecki,
Benoit Faucon and Max Lin. They can be
reached at reports@wsj.com.

Who wants what
in Copenhagen

This week, officials from 192 countries will
meet in Copenhagen to tackle global climate
change, seeking a successor to the 1997
Kyoto Protocol. Even if they can’t negotiate a
binding agreement, many countries hope at
least to work out commitments to reduce
their greenhouse-gas emissions and provide
assistance to poorer countries likely to be
hardest hit by the effects of global warming.

Each country, of course, has its own
particular priorites and concerns, which is
why an agreement is so difficult to reach.
Here’s a look at some of their agendas for
Copenhagen.

ECUADOR

Ecuador, an oil producer, will come
to Copenhagen with a novel idea:
get rich countries to pay $3.5
billion to keep 850 million barrels
of its crude in the ground. The oil is
located in a natural reserve of the
Amazonian forest whose protection
will be a cornerstone of the talks. A
delegation of the Organization of
Petroleum Exporting Countries
(Ecuador gets the group’s
presidency next year) recently
visited to look at the project. The
government, which has renamed its
oil ministry the “ministry of
non-renewable resources,” has
pitched the idea to some European
governments.

BRAZIL

Brazil’s government will aim to cut
greenhouse-gas emissions between
36% and 39% by reducing deforesta-
tion in the Amazon rain forest and
increasing the use of fuel-efficient
cars and trucks that use biofuels as
well as gasoline. But the emissions
target is voluntary and depends on
the government obtaining financing
for the aggressive goals, indicating
that Brazil isn’t willing to stifle
industrial output in Latin America’s
largest economy. And efforts to
reduce deforestation in the Amazon
could be stymied by lawlessness in
the poverty-stricken region.

AFRICA

African countries blame developed
countries for greenhouse-gas
emissions and want to be compen-
sated for the impact of global
warming. But they disagree on
priorities. The African Union wants
billions of dollars (leaders won’t say
exactly how much) to adapt to
climate change, which is blamed for
record droughts in East Africa and
flooding in other regions.
Oil-producing nations, such as
Nigeria, want compensation for the
lost revenues that could result from
expected declines in oil consump-
tion by industrialized nations.

INDONESIA

In Indonesia, the world’s No.
3 carbon-dioxide emitter
(after China and the U.S.),
much of the emissions
result from deforestation. It
probably will ask for
international technology and
funds for forest conserva-
tion. Also, it favors
self-monitoring in future
programs that give credits
for reducing emissions from
deforestation, and hints it
will oppose efforts to create
an international monitoring
body. The nation pledges to
cut emissions 26% by 2020
from “business-as-usual”
levels, but officials say
Indonesia will raise its
target to 41% if it receives
the international funding
and technology support it
needs.

INDIA

India, which has long resisted the
imposition of carbon-emission caps,
says it is ready to cut emissions
intensity 20% to 25% by 2020, but
won't accept legally binding
targets. It argues that it needs
development and economic growth
before it should consider fixed
emission caps and that the
developed world has a historic
responsibility to take more
restrictive measures because it
caused decades of atmospheric
damage. India also favors financing
and technology transfer to boost
green energy solutions.

UNITED STATES

The U.S.’s failure to pass climate-
change legislation has meant a delay
in a deal at Copenhagen. But pending
bills in Congress and the Obama
administration’s authority to regulate
emissions give the country
credibility—and negotiating leverage
toward an eventual agreement. The
U.S. may still pledge to cut emissions
about 17% by 2020, while offering
funding of low-carbon initiatives for
poorer countries to draw them to an
agreement. The U.S. also wants other
countries, mainly China and India, to
commit on when their greenhouse-
gas emissions will peak, and will
demand stringent standards for
reporting, monitoring and verification
of emissions and reductions.

CHINA

China has pledged to curb
carbon emissions as a
percentage of gross
domestic product by 40% to
45% by 2020. These would
be voluntary cuts and
therefore unlikely to be
part of a binding climate-
change pact. But it signals
China’s interest in an
agreement at Copenhagen.
Such a deal could bring the
country benefits: more
funding and technology
transfers from developed
nations, and as an exporter
of solar-power and
wind-power equipment,
increased demand for its
products. What China
dreads most is the end of
Kyoto provisions that grant
tradable credits for
reducing emissions; China
has been the top receiver
for the credits, getting 59%
of the total.

EUROPEAN UNION

The 27-member European
Union aims to speak with one
voice in Copenhagen. Its goal:
taking action that would limit
global warming to two
degrees Celsius (3.6 degrees
Fahrenheit). The EU intends to
cut CO2 emissions 20% by
2020 from 1990 levels and is
willing to raise that target to
30% if other countries commit
to do their part. It is also
ready to help developing
countries financially, but it
hasn’t committed to specific
figures. Some Western
European countries advocate
generosity, but some newer
members from Eastern Europe
are much less willing to pay.

POLAND

Poland and other Eastern
European nations want a deal
that isn’t too economically
burdensome. The issue is how
financial support for developing
countries should be shared by EU
members. Wealthy members
propose making contributions
proportional to a country’s
emissions. But because Eastern
members’ energy sectors rely
heavily on coal, they would pay
disproportionately more than if
shares were based on their
economic output. Poland also
wants to be able to continue
selling certain carbon credits
after the Kyoto protocol expires
in 2012. Because Poland has
reduced CO2 emissions by 30%
over the past 20 years, it can sell
credits worth billions of euros.

RUSSIA

Climate change isn’t high on
Russia’s agenda; its
attention is on the massive
investments it needs to
make its aging Soviet-era
industrial infrastructure
more energy-efficient—with
a goal of a 40% improvement
in energy efficiency by 2020.
Diplomats say the country is
willing to reduce emissions
between 20% and 25% from
1990 levels. Prime Minister
Vladimir Putin says Russia
will join a post-Kyoto
agreement only if other
countries sign up for it and
if Russian forests’
contribution to reducing
global carbon dioxide is
taken into account.

Delegates attend the U.N. climate-change conference in Copenhagen Monday.
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Major players � benchmarks
Below, a look at the Dow Jones Stoxx 50,
the biggest and best known companies in
Europe, including the U.K.

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: 12/1 0.81 100.90% 0.01% 1.00 0.78 0.86

Eur. High Volatility: 12/1 1.23 98.94 0.01 1.76 1.21 1.43

Europe Crossover: 12/1 4.95 100.20 0.05 6.15 4.87 5.33

Asia ex-Japan IG: 12/1 1.06 99.70 0.01 1.29 0.96 1.10

Japan: 12/1 1.38 98.17 0.01 1.68 0.99 1.32

Note: Data as of December 4

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

In percentage points
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Source: Markit Group

Behind Asia's deals: Bank revenue rankings, Australia
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

UBS $285 15.1% 84% 10% 6% ...

Macquarie Group 215 11.4 56 1 42 1%

Deutsche Bank 193 10.2 78 15 7 ...

Goldman Sachs 146 7.7 59 18 23 ...

JPMorgan 140 7.4 64 24 12 1

Credit Suisse 121 6.4 79 8 12 ...

RBS 115 6.1 80 15 4 2

Citi 90 4.8 45 39 15 ...

Bank of America Merrill Lynch 52 2.8 58 41 ... 1

Source: Dealogic

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 0.39% 0.72% 1.8% 7.7% 8.3%

Event Driven 0.36 1.21 4.3 14.7 13.8

Equity Long/Short 0.69 0.95 0.2 3.5 -3.6

*Estimates as of 12/04/09, after fees; Source: www.djhedgefundindexes.com

Tracking
credit
markets �
dealmakers

Follow the markets

throughout the day with

updated stock quotes,

news and commentary at
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Dow Jones Industrial Average P/E: 18
LAST: 10390.11 s 1.21, or 0.01%

YEAR TO DATE: s 1,613.72, or 18.4%

OVER 52 WEEKS s 1,455.93, or 16.3%

Note: Price-to-earnings ratios are for trailing 12 months
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Dow Jones Stoxx 50: Monday'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

BASF Germany Commodity Chemicals $58.0 42.53 1.53% 72.5% 19.8%

Rio Tinto U.K. General Mining 79.7 31.70 1.42 217.1 39.6

Daimler Germany Automobiles 57.2 36.39 1.32 47.9 -19.4

BHP Billiton U.K. General Mining 70.0 19.11 1.06 69.4 102.0

Diageo U.K. Distillers & Vintners 48.2 10.63 0.76 14.2 7.3

ING Groep Netherlands Life Insurance $35.4 6.19 -2.46% 15.8 -75.0

Barclays U.K. Banks 53.7 2.97 -2.13 88.1 -57.8

Credit Suisse Grp Switzerland Banks 61.2 52.70 -1.68 56.8 -36.3

Siemens Germany Diversified Industrials 84.7 62.46 -1.64 26.4 -15.0

Sanofi-Aventis S.A. France Pharmaceuticals 102.3 52.45 -1.58 16.6 -24.0

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

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

AXA S.A. 56.1 16.71 0.57% 5.1% -42.8%
France (Full Line Insurance)

BG Grp 65.0 11.06 0.55 28.6 62.6
U.K. (Integrated Oil & Gas)

Iberdrola S.A. 50.9 6.54 0.54 12.3 -21.5
Spain (Conventional Electricity)

Tesco 56.2 4.36 0.52 32.2 12.9
U.K. (Food Retailers & Wholesalers)

BP 199.5 5.88 0.50 15.6 0.5
U.K. (Integrated Oil & Gas)

Anglo Amer 57.8 26.20 0.50 83.3 4.6
U.K. (General Mining)

ArcelorMittal 62.7 27.08 0.35 47.2 -17.4
Luxembourg (Iron & Steel)

BNP Paribas S.A. 97.2 55.41 0.29 28.6 -29.7
France (Banks)

Novartis 147.4 56.85 0.09 -1.7 -18.5
Switzerland (Pharmaceuticals)

Total S.A. 150.1 43.12 -0.12 8.7 -20.8
France (Integrated Oil & Gas)

Unilever 54.7 21.53 -0.12 19.7 8.4
Netherlands (Food Products)

Nokia 47.3 8.52 -0.12 -23.6 -45.2
Finland (Telecommunications Equipment)

Nestle S.A. 178.5 49.84 -0.12 16.9 17.3
Switzerland (Food Products)

ENI 101.4 17.08 -0.18 -2.8 -31.4
Italy (Integrated Oil & Gas)

GDF Suez 98.6 29.43 -0.19 -0.7 -11.3
France (Multiutilities)

Soc. Generale 53.6 48.84 -0.20 40.9 -56.0
France (Banks)

Royal Dutch Shell A 108.2 20.58 -0.31 6.1 -23.1
U.K. (Integrated Oil & Gas)

Banco Bilbao Viz 72.2 13.00 -0.31 60.2 -27.8
Spain (Banks)

L.M. Ericsson Tel B 28.4 67.00 -0.37 5.7 -51.2
Sweden (Telecommunications Equipment)

Banco Santander 144.0 11.91 -0.38 76.4 -9.0
Spain (Banks)

Latest,
Market value, in local STOCK PERFORMANCE

Company/Country (Industry) in billions (U.S) currency Latest 52-week Three-year

Roche Hldg Part. Cert. 116.3 168.70 -0.41% -0.5% -21.1%
Switzerland (Pharmaceuticals)

British Amer Tob 64.1 19.28 -0.52 13.7 33.5
U.K. (Tobacco)

GlaxoSmithKline 122.4 13.04 -0.61 6.2 -2.6
U.K. (Pharmaceuticals)

Astrazeneca 67.4 28.24 -0.67 4.6 -2.4
U.K. (Pharmaceuticals)

E.ON 81.8 27.58 -0.68 7.0 -18.9
Germany (Multiutilities)

RWE 49.3 63.55 -0.70 4.2 -27.4
Germany (Multiutilities)

Deutsche Bk 45.4 49.31 -0.71 75.6 -50.7
Germany (Banks)

France Telecom 69.4 17.68 -0.79 -11.8 -11.6
France (Fixed Line Telecommunications)

Telefonica S.A. 136.6 19.58 -0.86 21.7 22.1
Spain (Fixed Line Telecommunications)

Vodafone Grp 134.9 1.41 -0.95 4.1 2.0
U.K. (Mobile Telecommunications)

Allianz SE 56.2 83.73 -1.03 13.2 -43.7
Germany (Full Line Insurance)

UniCredit 58.5 2.36 -1.05 63.8 -57.9
Italy (Banks)

Deutsche Telekom 67.6 10.45 -1.14 -9.3 -22.8
Germany (Mobile Telecommunications)

SAP 55.9 30.74 -1.19 12.5 -21.3
Germany (Software)

Assicurazioni Gen 41.6 18.00 -1.21 0.7 -42.0
Italy (Full Line Insurance)

Intesa Sanpaolo 53.5 3.04 -1.22 28.8 -42.8
Italy (Banks)

ABB 42.5 18.65 -1.32 24.6 -4.8
Switzerland (Industrial Machinery)

UBS 56.5 16.18 -1.34 1.4 -74.8
Switzerland (Banks)

Bayer 65.0 53.00 -1.36 35.1 33.9
Germany (Specialty Chemicals)

HSBC Hldgs 201.5 7.13 -1.49 9.2 -11.4
U.K. (Banks)

Sources: Dow Jones Indexes; WSJ Market Data Group

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 22.80 $27.97 0.37 1.34%
Alcoa AA 20.50 13.05 0.06 0.46
AmExpress AXP 8.80 39.41 0.11 0.28
BankAm BAC 268.50 15.89 -0.39 -2.40
Boeing BA 4.70 55.82 1.14 2.08
Caterpillar CAT 6.60 57.54 -0.76 -1.30
Chevron CVX 7.10 78.17 0.10 0.13
CiscoSys CSCO 31.00 24.21 0.05 0.21
CocaCola KO 7.70 57.87 0.38 0.66
Disney DIS 12.10 31.00 0.16 0.52
DuPont DD 8.80 32.40 0.06 0.19
ExxonMobil XOM 16.00 73.77 -0.48 -0.65
GenElec GE 56.90 16.08 -0.12 -0.74
HewlettPk HPQ 12.20 49.21 -0.58 -1.16
HomeDpt HD 11.60 28.22 0.14 0.50
Intel INTC 45.10 20.37 -0.09 -0.44
IBM IBM 3.90 127.04 -0.21 -0.17
JPMorgChas JPM 28.50 41.25 -0.49 -1.17
JohnsJohns JNJ 7.70 64.37 0.01 0.02
KftFoods KFT 8.70 26.68 0.11 0.41
McDonalds MCD 8.40 61.93 0.34 0.55
Merck MRK 8.80 36.70 0.00 0.00
Microsoft MSFT 35.50 29.79 -0.19 -0.63
Pfizer PFE 68.70 18.06 -0.43 -2.33
ProctGamb PG 8.20 62.47 -0.13 -0.21
3M MMM 2.90 77.91 -0.33 -0.42
TravelersCos TRV 3.60 50.57 -0.47 -0.92
UnitedTech UTX 3.30 68.86 0.54 0.79
Verizon VZ 15.30 33.25 0.55 1.68

WalMart WMT 10.50 54.93 0.69 1.27

Source: WSJ Market Data Group

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...
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Intl Pwr 340 –42 –62 –120

Norske Skogindustrier 998 –26 –73 11

DSG Intl 763 –20 –76 –86

Anglo Irish Bk Corp 456 –20 –3 94

Codere Fin Luxembourg 854 –14 –82 46

Renault 269 –14 –32 –32

GKN Hldgs 249 –14 –49 –45

Carlton Comms 308 –12 –43 –77

ThyssenKrupp 301 –11 –38 6

Valeo 252 –11 –43 –49

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

UPM Kymmene 283 2 –17 9

Havas 240 2 –12 24

Wendel 377 2 –41 –73

Rhodia 400 3 –27 ...

Stora Enso 377 4 –9 12

Man Gp 193 6 15 16

TDC 131 10 41 18

Nordic Tel 228 12 11 –85

ONO Fin II 982 12 –67 –430

EMI Group 956 12 –41 177

Source: Markit Group

BLUE CHIPS � BONDS



U.S. President
Barack Obama and
his aides talk a lot
about how his
approach to the
world is different

from George W. Bush’s. What they
say less often is that his approach
has a fair amount in common with
that of another Bush—the first
president by that name, George
H.W. Bush.

Slowly but surely, in fact, Mr.
Obama is molding a foreign policy
that harkens back more to the
President Bush who managed the
end of the Cold War than to his
son, the President Bush who
managed the aftermath of a
deadly terrorist strike on the U.S.

For the elder President Bush,
the hallmarks of foreign policy
were a preference for pragmatism
and stability over idealism and
risk; an emphasis on
multilateralism over
unilateralism; and a willingness to
work with leaders the world
provides rather than the ones
America might prefer.

Many of those hallmarks can
be seen in President Obama’s
decision to send 30,000 additional
troops to Afghanistan. Mr.
Obama’s announcement had none
of the lofty rhetoric about
spreading democracy or
transforming Afghanistan that
might have come from the
younger President Bush. Instead,
the emphasis was on stabilizing
Afghanistan rather than really
fixing it—a less-idealistic
approach that might have been
expected of Bush the elder.

There also was heavy emphasis
on making the Afghan surge
international rather than
unilateral—hence, the hard push
for allies to simultaneously add to
their troop levels—another
hallmark of the first Bush’s
approach. And there was a
quick-in, quick-out, limited-goals
formula to his Afghanistan
strategy. That mirrors the first
President Bush’s decision to drive
Iraqi troops out of Kuwait in 1991
and stop the operation there,
rather than moving on to Baghdad
to oust Saddam Hussein.

It’s striking that while Mr.
Obama is often criticized for an
over-emphasis on soaring rhetoric
and an excess of ambition in his
domestic agenda, his Afghanistan
announcement was marked by the
opposite—also mirroring
foreign-policy pronouncements by
the elder President Bush.

In sum, the younger President
Bush, particularly after the 9/11
terrorist attacks, aimed to use
American power to change the
world, and was reluctant to
compromise in pursuit of that
goal. His father sought more to
use American power to stabilize
the world, and was prepared to
compromise to achieve that end.
Both approaches came in for
criticism. The younger Bush’s
approach was faulted for being
too idealistic and bombastic, the
older Bush’s for being
insufficiently idealistic and overly
cautious.

In any case, President Obama
is leaning more toward the elder
Bush’s category.

“The emphasis on foreign
policy is once again about foreign
policy rather than
transformation,” says Richard
Haass, president of the Council on
Foreign Relations, who worked for
both Presidents Bush. “It’s more a
throwback to Bush 41 than Bush
43,” he adds, using the numbers
of their presidencies often
employed to distinguish father
from son. It was no accident that
Mr. Obama said during last year’s
campaign that he admired the
elder President Bush’s approach
to foreign affairs, even as he
roundly criticized that of his son.

It’s common to view the elder
Bush’s approach to foreign policy
through the lens of the first
Persian Gulf War, yet the better
way to see his approach is to
recall his masterful handling of
the decline and fall of the Soviet
empire. On that front, the Bush
emphasis was consistently on
stability amid change rather than
speed in change, and a calculation
that the risks of reaching too far
to bring down the Soviets
outstripped the risks of not
reaching far enough.

Thus, the first President Bush
maintained his loyalty to Soviet
leader Mikhail Gorbachev long
after critics clamored for him to
shift it to the rambunctious,
self-proclaimed Russian reformer
Boris Yeltsin. In a profoundly
dangerous situation, he preferred
dealing as long as possible with
the stable, known leader rather
than the less stable, virtually
unknown rebel.

The elder President Bush also
took great pains to work with
allies to ensure that the strategy
for ending the Soviet Union and
reunifying Germany was a united
Western one. He operated in
virtually nonstop consultation
with, in particular, British Prime
Minister Margaret Thatcher and
German Chancellor Helmut Kohl.

That put the U.S. in the
awkward position of sometimes
appearing to be seeking to slow
down the disintegration of its
principal enemy. “Wouldn’t be
prudent,” in fact, became such a
widespread description of the
Bush approach that the phrase
became the butt of jokes on the
“Saturday Night Live” television
program.

President Obama hasn’t
adopted the elder Bush’s approach
in its entirety, of course. When
the first Bush administration
decided to go to war against Iraqi
forces in Kuwait, it did so with
overwhelming force, which is
hardly the approach the current
president has chosen in
Afghanistan.

And to some extent, the
current economic weakness of
America may simply demand a
less ambitious approach than
George W. Bush attempted. It’s
harder to confront China over
human rights, for instance, when
relying on China to finance
America’s ballooning debt, or to
face down Iran alone when the
American military already is
stretched thin. The elder Bush’s
approach may have been a matter
of prudence, while Mr. Obama’s
may be rooted more in necessity.

By Gerald F. Seib

By Anand Gopal

KABUL—The U.S. will get an early
litmus test of Afghan President Ha-
midKarzai’s commitment to improv-
inggovernance in hiscorruption-rid-
dled country when he is scheduled to
announce a new cabinet Tuesday.

There are signs that Mr. Karzai
will replace the majority of the cabi-
net, jettisoning some ministers who
have been accused by U.S. and Af-
ghan officials of corruption. But it is
unclear if he will keep away a group
of influential warlords that could un-
dermine the cleanup effort.

With a number of current minis-
ters having been accused of graft and
inefficiency, U.S. officials view Mr.
Karzai’sgovernmentasoneofthefac-
tors that fueled popular disillusion-
ment and helped pave the way for the
Taliban’s resurgence in recent years.
In recent months, U.S. officials have
been pressuring Mr. Karzai to clean
up the government at all levels.

In his speech last week outlining
the new U.S. Afghan strategy, Presi-
dent Barack Obama said the Afghan
government would nolonger begiven
a “blank check,” and implied that U.S.
support for Mr. Karzai’s government
would be tied to its performance.

A U.S. Embassy representative in
Kabul refrained from speaking
about the cabinet appointments un-
til an official announcement was
made by the Afghan government.

Afghan officials close to Mr. Kar-
zai said the cabinet is being “re-

vamped.” Of the 26 current minis-
ters, only at most eight will be re-
turning for the new term, they said.

These include Omar Zakhilwal,
the finance minister and prominent
economist, and Hanif Atmar, the in-
terior minister. U.S. officials have
praised these figures as competent
and effective.

The majority will be new figures
or former government officials with
good records, including a number of
Afghans with a Western background.

“It’san overhaulof thecurrentad-
ministration,” said Sarwar Ah-
madzai, a former presidential candi-
date who has been offered a cabinet
post. “The president is moving in the
right direction and trying to bring in
new faces. This is a positive step.”

Officials saidAli AhmadJalali,the
former interior minister and cur-
rently a professor at the National De-
fense University in Washington, has
been offered a post. Mr. Jalali’s office
in Kabul said he had accepted the of-
fer but it hasn’t been decided which
portfolio he will receive. Mr. Jalali is
highly regarded in Washington.

Officials said Ashraf Ghani, a
former presidential candidate and a
highly regarded technocrat, is also
under consideration. Mr. Ghani
couldn’t be reached to comment.

Atthesame time,many of themin-
isters that are under suspicion of cor-
ruption won’t be part of the new gov-
ernment, officials said. These include
the minister of information and cul-
ture, the minister of hajj and pilgrim-

ageandtheministerof mines,accord-
ing to senior Karzai advisers and offi-
cials from those ministries.

“We are serious about turning
things around here, and I think the
Americans will applaud that,” said a
senior Karzai adviser.

However, questions linger over
Mr. Karzai’s dalliances with war-
lords who have been widely accused
of corruption and human-rights vio-
lations. In recent weeks, Mr. Karzai
has met with a number of controver-
sial strongmen, including Muham-
mad Mohaqeq and Burhanuddin
Rabbani. While these men won’t get
a position, they are negotiating a
place in government for relatives
and representatives.

For instance, Mr. Karzai has met
with representatives of Rashid Dos-
tum,a strongmanwith ahistoryofhu-
man-rightsviolations,Afghanauthor-
ities said. U.S. officials are concerned
that such figures could be a source of
instability and hamper efforts to im-
prove governance. But Mr. Karzai
courted many of these men during his
presidentialbid,offeringgovernment
posts in return for their support.
Messrs. Mohaqeq, Rabbani and Dos-
tum were unavailable to comment.

“He is under a lot of pressure. On
the one hand, he has all of these
promises, but on the other hand he
has to meet the demands of the
U.S.,” said Nasrullah Stanakzai, a
Kabul University professor of law
and a political analyst. “He won’t be
able to ignore these men.”

Afghan President Karzai has sparked concern by meeting with warlords. Above, a U.S. Army soldier meets with a village elder.

[ Capital Journal ]

U.S. awaits Karzai’s picks
Afghan leader’s cabinet choices seen as test of corruption-cleanup effort
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By Luca Di Leo

WASHINGTON—U.S. Federal
Reserve Chairman Ben Bernanke
on Monday reaffirmed plans to
keep interest rates at a record low
for “an extended period” despite a
better-than-expected jobs report
last week.

The U.S. central bank chief said
in response to questions following
a speech that slack in the economy
and low inflation should keep the
federal-funds rate, at which banks
lend to each other, close to zero for
some time.

Investors had seen higher odds

that the Fed would move to raise
U.S. interest rates following Fri-
day’s unemployment report,
which showed that job losses in No-
vember dropped to their lowest
level since the recession began in
the U.S.

But Mr. Bernanke offered little
evidence Monday that the Fed was
likely to move earlier than previ-
ously anticipated. “Right now,
we’re still looking at the extended
period,” Mr. Bernanke said. A
month ago, central-bank officials
said they expected to keep rates
close to zero for some time be-
cause of low inflation and high un-

employment.
Also on Monday, the Fed said

borrowing by U.S. consumers fell a
ninth straight month in October.
Reduced borrowing is a worry be-
cause consumer spending is such a
big part of the U.S. economy. But
October’s decline was smaller
than analysts had expected. And
there have been other recent signs
U.S. consumers might be ready to
relax their thrift; the latest U.S. re-
tail sales report, for instance,
showed demand in October rose
higher than expected.
 —Jeff Bater contributed

to this article.

Bernanke sees U.S. rates staying low
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Obama views foreign policy
much like the elder Bush did
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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 383.75 -4.75 -1.22% 712.25 315.50

Soybeans (cents/bu.) CBOT 1053.00 10.00 0.96% 1,315.00 794.00

Wheat (cents/bu.) CBOT 548.00 -10.00 -1.79 1,029.25 459.00

Live cattle (cents/lb.) CME 83.300 0.100 0.12 108.600 82.750

Cocoa ($/ton) ICE-US 3,378 2 0.06 3,439 1,994

Coffee (cents/lb.) ICE-US 146.60 5.25 3.71 188.65 115.00

Sugar (cents/lb.) ICE-US 22.45 -0.07 -0.31 26.25 11.91

Cotton (cents/lb.) ICE-US 74.69 0.87 1.18 84.00 49.67

Crude palm oil (ringgit/ton) MDEX 2,559.00 -3 -0.12 2,606 2,013

Cocoa (pounds/ton) LIFFE 2,263 16 0.71 2,268 1,475

Robusta coffee ($/ton) LIFFE 1,377 57 4.32 1,955 1,295

Copper (cents/lb.) COMEX 320.90 -2.85 -0.88 365.00 135.50

Gold ($/troy oz.) COMEX 1164.00 -5.50 -0.47 1,227.50 762.30

Silver (cents/troy oz.) COMEX 1836.00 -16.00 -0.86 2,011.50 1,045.00

Aluminum ($/ton) LME 2,133.00 -3.00 -0.14 2,143.00 1,288.00

Tin ($/ton) LME 14,950.00 -150.00 -0.99 15,700.00 9,750.00

Copper ($/ton) LME 6,962.00 -103.00 -1.46 7,100.00 2,815.00

Lead ($/ton) LME 2,322.00 -43.00 -1.82 2,487.00 870.00

Zinc ($/ton) LME 2,336.00 -51.00 -2.14 2,406.00 1,065.00

Nickel ($/ton) LME 16,000 unch. unch. 21,150 9,250

Crude oil ($/bbl.) NYMEX 73.93 -1.54 -2.04 139.00 47.31

Heating oil ($/gal.) NYMEX 2.0097 -0.0171 -0.84 4.1847 1.3640

RBOB gasoline ($/gal.) NYMEX 1.9406 -0.0344 -1.74 2.7100 1.1525

Natural gas ($/mmBtu) NYMEX 4.971 0.385 8.40 12.920 4.432

Brent crude ($/bbl.) ICE-EU 77.30 -1.10 -1.40 145.00 50.00

Gas oil ($/ton) ICE-EU 622.00 -13.50 -2.12 790.00 443.50

Source: Thomson Reuters; WSJ Market Data Group

WSJ.com

Currencies London close on Dec. 7

Per In

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

Argentina peso-a 5.6439 0.1772 3.8063 0.2627

Brazil real 2.5657 0.3898 1.7303 0.5779

Canada dollar 1.5589 0.6415 1.0513 0.9512

1-mo. forward 1.5589 0.6415 1.0513 0.9512

3-mos. forward 1.5589 0.6415 1.0513 0.9512

6-mos. forward 1.5590 0.6414 1.0514 0.9511

Chile peso 742.51 0.001347 500.75 0.001997

Colombia peso 2978.87 0.0003357 2008.95 0.0004978

Ecuador US dollar-f 1.4828 0.6744 1 1

Mexico peso-a 18.7752 0.0533 12.6620 0.0790

Peru sol 4.2534 0.2351 2.8685 0.3486

Uruguay peso-e 29.434 0.0340 19.850 0.0504

U.S. dollar 1.4828 0.6744 1 1

Venezuela bolivar 3.18 0.314069 2.15 0.465701

ASIA-PACIFIC

Australia dollar 1.6249 0.6154 1.0958 0.9126

China yuan 10.1266 0.0987 6.8294 0.1464

Hong Kong dollar 11.4920 0.0870 7.7502 0.1290

India rupee 68.9131 0.0145 46.4750 0.0215

Indonesia rupiah 13990 0.0000715 9435 0.0001060

Japan yen 132.97 0.007520 89.68 0.011151

1-mo. forward 132.94 0.007522 89.65 0.011154

3-mos. forward 132.89 0.007525 89.62 0.011158

6-mos. forward 132.77 0.007532 89.54 0.011168

Malaysia ringgit-c 5.0378 0.1985 3.3975 0.2943

New Zealand dollar 2.0802 0.4807 1.4029 0.7128

Pakistan rupee 124.407 0.0080 83.900 0.0119

Philippines peso 68.320 0.0146 46.075 0.0217

Singapore dollar 2.0610 0.4852 1.3900 0.7195

South Korea won 1710.34 0.0005847 1153.45 0.0008670

Taiwan dollar 47.880 0.02089 32.290 0.03097

Thailand baht 49.147 0.02035 33.145 0.03017

Per In

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

Euro zone euro 1 1 0.6744 1.4828

1-mo. forward 1.0001 0.9999 0.6745 1.4827

3-mos. forward 1.0003 0.9997 0.6746 1.4823

6-mos. forward 1.0009 0.9991 0.6750 1.4815

Czech Rep. koruna-b 25.660 0.0390 17.305 0.0578

Denmark krone 7.4412 0.1344 5.0184 0.1993

Hungary forint 269.28 0.003714 181.60 0.005507

Norway krone 8.4718 0.1180 5.7134 0.1750

Poland zloty 4.0708 0.2457 2.7454 0.3643

Russia ruble-d 44.328 0.02256 29.895 0.03345

Sweden krona 10.4471 0.0957 7.0456 0.1419

Switzerland franc 1.5115 0.6616 1.0194 0.9810

1-mo. forward 1.5111 0.6617 1.0191 0.9812

3-mos. forward 1.5105 0.6620 1.0187 0.9816

6-mos. forward 1.5093 0.6626 1.0179 0.9824

Turkey lira 2.2132 0.4518 1.4926 0.6700

U.K. pound 0.9026 1.1079 0.6087 1.6428

1-mo. forward 0.9028 1.1077 0.6088 1.6425

3-mos. forward 0.9031 1.1072 0.6091 1.6418

6-mos. forward 0.9037 1.1066 0.6094 1.6409

MIDDLE EAST/AFRICA

Bahrain dinar 0.5590 1.7889 0.3770 2.6526

Egypt pound-a 8.1001 0.1235 5.4627 0.1831

Israel shekel 5.6354 0.1775 3.8005 0.2631

Jordan dinar 1.0495 0.9529 0.7078 1.4129

Kuwait dinar 0.4227 2.3659 0.2851 3.5082

Lebanon pound 2227.91 0.0004489 1502.50 0.0006656

Saudi Arabia riyal 5.5612 0.1798 3.7505 0.2666

South Africa rand 11.0438 0.0905 7.4480 0.1343

United Arab dirham 5.4463 0.1836 3.6730 0.2723

SDR -f 0.9323 1.0727 0.6287 1.5905

a-floating rate b-commercial rate c-government rate c-commercial rate d-Russian Central Bank rate f-Special Drawing Rights
from the International 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.

50 EUROPE DJ Stoxx 600 247.88 -1.15 -0.46% 25.9% 22.3%

22 DJ Stoxx 50 2513.30 -13.48 -0.53 21.7 17.5

62 Euro Zone DJ Euro Stoxx 269.87 -1.06 -0.39 21.1 21.8

20 DJ Euro Stoxx 50 2896.23 -14.10 -0.48 18.1 18.2

29 Austria ATX 2558.59 -23.61 -0.91 46.1 53.9

15 Belgium Bel-20 2533.86 -4.98 -0.20 32.8 33.2

16 Czech Republic PX 1139.6 -10.5 -0.91 32.8 33.1

19 Denmark OMX Copenhagen 316.66 -0.74 -0.23 40.0 30.7

19 Finland OMX Helsinki 6198.50 -5.99 -0.10 14.7 14.2

19 France CAC-40 3840.05 -6.57 -0.17 19.3 18.2

22 Germany DAX 5784.75 -32.90 -0.57 20.3 22.7

... Hungary BUX 21204.29 -21.83 -0.10 73.2 68.6

17 Ireland ISEQ 2963.58 -23.66 -0.79 26.5 12.9

16 Italy FTSE MIB 22788.52 -137.51 -0.60 17.1 18.0

... Netherlands AEX 320.25 -0.88 -0.27 30.2 29.1

13 Norway All-Shares 410.00 -0.90 -0.22 51.7 61.0

17 Poland WIG 40632.53 -220.41 -0.54 49.2 44.9

Price-to- PREVIOUS SESSION PERFORMANCE

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

15 Portugal PSI 20 8336.92 -39.47 -0.47 31.5 35.0

... Russia RTSI 1389.64 -37.49 -2.63% 119.9 119.8

11 Spain IBEX 35 12011.8 -20.4 -0.17 30.6 32.9

15 Sweden OMX Stockholm 303.33 0.07 0.02% 48.5 49.1

14 Switzerland SMI 6470.61 -30.55 -0.47 16.9 11.2

11 Turkey ISE National 100 49915.76 -186.22 -0.37 85.8 107.7

15 U.K. FTSE 100 5310.66 -11.70 -0.22 19.8 23.5

31 ASIA-PACIFIC DJ Asia-Pacific 123.16 0.45 0.37 31.6 42.9

... Australia SPX/ASX 200 4676.46 -25.76 -0.55 25.6 28.8

... China CBN 600 29790.26 257.41 0.87 101.8 76.7

21 Hong Kong Hang Seng 22324.96 -173.19 -0.77 55.2 48.4

19 India Sensex 16983.14 -118.40 -0.69 76.0 85.4

... Japan Nikkei Stock Average 10167.60 145.01 1.45 14.8 22.1

... Singapore Straits Times 2796.98 5.97 0.21 58.8 68.6

11 South Korea Kospi 1632.65 7.89 0.49 45.2 47.7

21 AMERICAS DJ Americas 293.58 0.64 0.22 29.8 32.0

... Brazil Bovespa 68270.40 666.88 0.99 81.8 77.8

20 Mexico IPC 32184.52 79.13 0.25 43.8 52.7

*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

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 1.0958 1.8002 1.0750 0.1555 0.0367 0.1918 0.0122 0.2883 1.6249 0.2184 1.0424 ...

Canada 1.0513 1.7271 1.0313 0.1492 0.0352 0.1840 0.0117 0.2766 1.5589 0.2095 ... 0.9594

Denmark 5.0184 8.2441 4.9231 0.7123 0.1679 0.8783 0.0560 1.3204 7.4412 ... 4.7735 4.5795

Euro 0.6744 1.1079 0.6616 0.0957 0.0226 0.1180 0.0075 0.1775 ... 0.1344 0.6415 0.6154

Israel 3.8005 6.2435 3.7284 0.5394 0.1271 0.6652 0.0424 ... 5.6354 0.7573 3.6150 3.4681

Japan 89.6750 147.3181 87.9727 12.7279 2.9997 15.6956 ... 23.5956 132.9701 17.8694 85.2992 81.8329

Norway 5.7134 9.3860 5.6049 0.8109 0.1911 ... 0.0637 1.5033 8.4718 1.1385 5.4346 5.2138

Russia 29.8950 49.1115 29.3275 4.2431 ... 5.2324 0.3334 7.8661 44.3283 5.9571 28.4362 27.2807

Sweden 7.0456 11.5744 6.9118 ... 0.2357 1.2332 0.0786 1.8538 10.4471 1.4040 6.7018 6.4294

Switzerland 1.0194 1.6746 ... 0.1447 0.0341 0.1784 0.0114 0.2682 1.5115 0.2031 0.9696 0.9302

U.K. 0.6087 ... 0.5972 0.0864 0.0204 0.1065 0.0068 0.1602 0.9026 0.1213 0.5790 0.5555

U.S. ... 1.6428 0.9810 0.1419 0.0335 0.1750 0.0112 0.2631 1.4828 0.1993 0.9512 0.9125

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of December 07, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.50% 25 ALL COUNTRY (AC) WORLD* 299.29 -0.16% 31.4% 36.0%

2.50 26 World (Developed Markets) 1,168.90 -0.14 27.0 30.9

2.30 29 World ex-EMU 136.13 -0.12 26.5 28.9

2.40 30 World ex-UK 1,162.67 -0.15 25.9 30.5

3.10 26 EAFE 1,600.70 -0.74 29.4 37.0

2.20 20 Emerging Markets (EM) 983.32 -0.28 73.4 86.6

3.40 17 EUROPE 86.58 1.11 24.7 19.7

3.70 18 EMU 184.59 -0.26 29.9 42.6

3.30 21 Europe ex-UK 95.25 1.04 22.8 22.4

4.00 15 Europe Value 97.89 1.22 26.3 20.9

2.80 20 Europe Growth 74.41 0.99 23.1 18.5

2.40 25 Europe Small Cap 154.59 0.74 53.1 46.9

2.00 13 EM Europe 270.76 2.81 70.5 51.7

3.60 12 UK 1,581.67 0.19 20.3 24.6

2.70 24 Nordic Countries 135.17 1.05 37.8 32.7

1.50 13 Russia 727.23 2.44 76.4 66.7

2.80 15 South Africa 689.60 -0.14 19.1 24.2

2.60 25 AC ASIA PACIFIC EX-JAPAN 411.67 -0.92 66.4 81.0

1.80 -35 Japan 555.01 0.35 4.7 7.7

1.90 20 China 66.89 -0.05 64.0 81.2

1.00 21 India 694.76 -0.43 88.2 100.6

1.10 24 Korea 464.76 0.54 51.4 55.6

2.70 315 Taiwan 276.83 -0.58 59.7 65.3

1.90 32 US BROAD MARKET 1,220.23 0.73 24.2 26.2

1.40 -30 US Small Cap 1,611.61 2.18 29.2 36.0

3.10 17 EM LATIN AMERICA 4,161.67 -0.94 100.3 105.2

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

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.

Dow Jones and Dow Jones Stoxx Indexes
Price-to-

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

2.22% 20 DJ Global Index -a 226.33 -0.08% 36.4%

1.89 21 Global Dow 1257.40 0.49% 16.3% 1980.24 0.08 33.4

2.72 50 Stoxx 600 247.90 -0.46 22.3 274.52 -0.87 40.3

2.84 38 Stoxx Large 200 264.70 -0.53 19.1 291.61 -0.93 36.6

2.17 -90 Stoxx Mid 200 231.70 -0.15 36.8 255.20 -0.55 56.9

2.14 -87 Stoxx Small 200 147.20 -0.12 48.9 162.11 -0.53 70.8

2.81 62 Euro Stoxx 269.90 -0.39 21.8 298.88 -0.80 39.7

2.92 50 Euro Stoxx Large 200 286.80 -0.45 19.4 315.65 -0.86 36.9

2.25 -3381 Euro Stoxx Mid 200 250.90 -0.21 29.4 275.99 -0.61 48.4

2.25 -84 Euro Stoxx Small 200 164.30 0.15 45.5 180.65 -0.26 66.9

4.74 17 Stoxx Select Dividend 30 1437.50 -0.21 21.9 1824.15 -0.61 39.9

3.98 23 Euro Stoxx Select Div 30 1707.50 -0.34 23.4 2175.25 -0.75 41.5

Price-to-
Dividend earnings PERFORMANCE (euros) PERFORMANCE (U.S.dollars)

yield* ratio* Dows Jones Index Last Daily 52-wk. Last Daily 52-wk.

4.02% 15 U.S. Select Dividend -d 648.25 0.66% 8.9%

3.95 17 Infrastructure 1418.50 0.43% 14.8% 2010.18 0.27 31.9

1.44 26 Luxury 844.30 -0.07 38.2 1061.36 -0.47 58.5

5.98 6 BRIC 50 426.50 -0.40 64.5 604.39 -0.56 89.1

2.75 14 Africa 50 717.50 -0.28 22.7 676.96 -0.44 41.1

3.91 13 GCC 1277.38 -2.48 -17.4

2.65 19 Sustainability 811.50 -0.03 19.3 1018.44 -0.20 37.2

2.18 15 Islamic Market -a 1954.24 -0.06 37.6

2.48 16 Islamic Market 100 1663.10 0.21 7.7 2115.64 0.05 23.9

4.67 13 Islamic Turkey -c 2819.60 -0.22 63.8
1.79 29 DJ U.S. TSM 11376.27 0.33 25.3

DJ-UBS Commodity 124.80 0.10 6.8 134.38 -0.30 22.5

*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: DowJones Indexes
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Democratic Reps. Brad Miller, left, Paul Kanjorski and Dennis Moore have added amendments punishing financial firms.
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By Janet Adamy

And Greg Hitt

WASHINGTON—Antiabortion
lawmakers in the Senate intro-
duced an amendment Monday to
restrict insurance coverage of
abortion in the health bill, setting
up a showdown that has no clear
path to resolution.

Both sides agree the amendment
likely doesn’t have enough votes to
pass, but antiabortion groups and
Sen. Ben Nelson (D., Neb.) say they
will continue insisting on tough lan-
guage as a condition for supporting
the overall bill.

The lack of a clear meeting point
makes abortion somewhat different
from the other top obstacle to the
bill’s passage, the publicly run insur-
ance plan that some Democrats op-
pose. There, both sides are weighing
a handful of compromises.

On abortion, said Sen. Nelson,
“it’s certainly not a lock that there’s
language in the middle.”

Without the amendment, the Sen-
ate health bill would include abor-
tion coverage in the new public plan
and would allow women who re-
ceive government tax credits for in-

surance to enroll in a plan that cov-
ers the procedure. The tax credit
would be segregated so none of it
could go toward funding abortion.

Antiabortion advocates say
that’s too lenient and want to pre-
vent any insurance plan that re-
ceives federal funding from cover-
ing the procedure, except in the case
of rape, incest or danger to the life of
the mother.

The amendment made public
Monday bars any private insurance
company that gets federal money
from covering abortions, the Associ-
ated Press reported. A new govern-
ment insurance plan would also be
barred from covering abortion ex-
cept in limited cases.

With no signs the measure would
pass, Sen. Nelson said Friday that
“we’re going to keep talking” to
reach a compromise on the issue.
But his antiabortion allies said they
won’t accept anything less than the
language on abortion restrictions in
the House bill.

“That’s not a negotiation we’re
prepared to have,” said Richard Do-
erflinger, associate director of the
secretariat of pro-life activities for
the U.S. Conference of Catholic Bish-

ops, which pushed for the abortion
restrictions in the House bill. “I re-
ally don’t know how you compro-
mise further.”

Abortion-rights advocates are tak-
ing a similarly rigid line, saying that
such a change would represent the
biggest setback for them in decades.
“As far as I’m concerned, this bill is a
compromise,” said Cecile Richards,
president of Planned Parenthood Fed-
eration of America, which supports
the bill in its current form. “People
are really ready to move on on this is-
sue and not have a protracted debate
about legal abortion in this country.”

Both sides see the Senate bill as a
turning point in the abortion debate
and are making a big push to rally
supporters. Abortion-rights advo-
cates brought hundreds of support-
ers to the Capitol last week to meet
lawmakers and have been running
television advertisements calling
the amendment an attempt to roll
back women’s rights. The Catholic
bishops on Friday sent an alert to
parishes urging their members to
contact their lawmakers in support
of Sen. Nelson’s amendment, and
plan to oppose the bill if they don’t
win the change.

By Damian Paletta

WASHINGTON—Despite a furi-
ous lobbying effort in the past six
months, the U.S.’s largest banks
will likely emerge from a House of
Representatives vote later this
week as the biggest losers in the
continuing effort to overhaul finan-
cial market rules.

Lawmakers have voted repeat-
edly during dozens of hours of com-
mittee debate to add amendments
punishing large financial companies
with fees and new restrictions that
weren’t originally envisioned by a
White House proposal in June, push-
ing the plan further to the left as poli-
ticians have deliberated.

The changes reflect the growing
chasm between Washington and
Wall Street, as voters continue to be
angry about last year’s financial cri-
sis, pushing lawmakers to act tough.

“We want to be able to go home
and tell the people who sent us here
that we are never going to let what
happened last year happen again,”
said Rep. Brad Miller (D., N.C.), a co-
author of several amendments.

The shift could have major impli-
cations for larger financial compa-
nies, particularly if the public mood
crystallizes around the notion that
too big to fail means too big at all.
The cost for large financial compa-
nies could reach well in excess of
$150 billion, industry experts said.

The White House and Treasury
Department have publicly ap-
plauded Democrats’ efforts to
move the bill through Congress,
but privately some government of-
ficials have worried certain amend-
ments could have major unin-
tended consequences. A Treasury
Department spokesman declined
to comment.

The House bill still contains sev-
eral features pushed by the White
House in June—namely, new pow-
ers to take over and break up large
companies, new rules for consumer
protection, tougher regulation of de-

rivatives, and more limits on execu-
tive pay. But in the six months since
then, there has been a distinct shift
in the House away from a more mar-
ket-friendly focus to an intensely
anti-Wall Street bias.

The House plan would slap
large firms with higher fees for su-
pervision, require them to hold
more money in reserves, give the
government much more power to
seize them if they are faltering, or
even break them up if they are
healthy but pose a risk to the
broader economy.

Financial companies with more
than $10 billion in assets would have
to collectively finance a $150 billion
government fund, set aside to pay
for a future failure of a big financial
company. Large banks would have
to face examinations by both their
primary federal regulator and the
new consumer agency, subjecting
them to multiple layers of scrutiny.

The Business Roundtable, an or-
ganization of top chief executives,

sent a letter to Capitol Hill last
week complaining that giving the
government the power to pre-emp-
tively break up healthy firms
“could prove extremely harmful to
large, globally active firms and the
U.S. economy as a whole and, at a
minimum, would create a level of
uncertainty that would adversely
impact the ability of these firms to
operate effectively in a challenging
economic climate.”

Scott Talbott, a senior vice presi-
dent at the Financial Services Round-
table, said the proposals would be
“ironically counterproductive.”

“We’re talking hundreds of mil-
lions of dollars per institution of in-
creased regulatory costs,” he said.
“Those are costs that have to be
borne by the companies, and they
will unfortunately be part of the
pricing for the goods and services
they sell.”

A flurry of amendments in No-
vember appeared to overwhelm the
lobbying power of large financial in-

stitutions, and many of the amend-
ments were easily adopted.

For example, Rep. Paul Kanjorski
(D., Pa.) pushed through an amend-
ment by a 38-29 vote allowing a
council of regulators to determine
whether factors such as the size and
interconnectedness of a firm pose
“a grave threat to the United
States.” If such a threat exists, the
government can prevent the com-
pany from merging, order it to stop
certain business practices or even
break it up into smaller pieces.
Large banks lobbied aggressively to
beat back the proposal but found lit-
tle traction.

Another amendment, written by
Reps. Miller and Ed Perlmutter (D.,
Colo.), would give the government
the power to force specific compa-
nies to split apart their commercial
bank and their investment bank if
regulators felt such a divestiture
were warranted.

One amendment that has elicited
the most concern from the Obama

administration is a plan pushed by
the Federal Deposit Insurance Corp.
and advanced by Reps. Miller and
Dennis Moore (D., Kan.) that would
force any secured creditor to take a
20% loss on any claim if their coun-
terparty failed.

For example, if a company of-
fered a loan backed by collateral to a
bank, and then the bank failed, the
company would still have to take a
20% loss on the collateral. Wall
Street and Treasury officials have ar-
gued to lawmakers this could com-
pletely distort the way banks fund
themselves, pushing up the cost of
credit because lenders would have
to set aside more money for poten-
tial losses.

Supporters of the measure have
said the provision would help limit
the government’s cost of cleaning
up failed banks and would also exact
more market discipline on lenders,
who would look more closely at the
health of their counterparties.

House Financial Services Com-
mittee Chairman Barney Frank (D.,
Mass.) said the provision was “con-
tentious,” and there would likely be
an effort during the House debate to
strip it out. But Rep. Miller plans to
fight it, and said he was trying to mo-
bilize support.

Republicans have mostly op-
posed the Democrats’ plan to re-
write policies. Rep. Jeb Hensarling
(R., Texas) said the legislation
would create a “job-crushing, credit-
rationing agency married with a bail-
out fund.” Rep. Frank said his pack-
age would put an end to government
bailouts of failing companies.

Despite their opposition, Repub-
licans have successfully influenced
debate. Rep. Ron Paul (R., Texas) at-
tached an amendment giving Con-
gress the ability to more closely re-
view the Federal Reserve’s mone-
tary policy decisions. This amend-
ment has outraged Fed officials,
and Fed and Treasury officials have
so far been unable to get lawmakers
to remove it.

Sen. Ben Nelson introduced an amendment to tighten rules on funding for abortion.

Abortion curbs proposed
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Big banks lose in financial overhaul
Fueled by populist anger at Wall Street, House is likely to add fees and restrictions this week not sought by Obama
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Andfs. Japo JP EQ AND 12/03 JPY 489.95 11.8 21.1 -21.7
Andfs. Plus Dollars US BA AND 12/03 USD 9.39 11.3 13.3 -6.3
Andfs. RF Dolars US BD AND 12/03 USD 11.40 11.5 13.6 0.2
Andfs. RF Euros EU BD AND 12/03 EUR 10.85 21.2 19.9 -1.0
Andorfons EU BD AND 12/03 EUR 14.52 21.7 20.6 -2.6
Andorfons Alternative Premium OT OT AND 10/31 EUR 97.70 5.7 -0.1 -8.7
Andorfons Mix 30 EU BA AND 12/03 EUR 9.49 17.2 17.2 -9.4
Andorfons Mix 60 EU BA AND 12/03 EUR 9.13 12.3 13.4 -16.0

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 11/26 USD 247446.48 83.4 118.0 -0.9

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 12/07 EUR 9.14 -5.5 -5.2 -3.3
DJE-Absolut P GL EQ LUX 12/07 EUR 203.51 16.1 19.1 -9.9
DJE-Alpha Glbl P EU BA LUX 12/07 EUR 178.36 16.0 20.0 -6.2
DJE-Div& Substanz P GL EQ LUX 12/07 EUR 212.29 21.4 26.9 -6.2
DJE-Gold&Resourc P OT EQ LUX 12/07 EUR 174.39 33.4 55.2 -3.6
DJE-Renten Glbl P EU BD LUX 12/07 EUR 130.04 8.7 9.0 3.0
LuxPro-Dragon I AS EQ LUX 12/07 EUR 164.44 77.1 67.4 -6.3
LuxPro-Dragon P AS EQ LUX 12/07 EUR 160.12 76.5 66.7 -7.6
LuxTopic-Aktien Europa EU EQ LUX 12/07 EUR 17.38 21.3 26.2 -5.0
LuxTopic-Pacific AS EQ LUX 12/07 EUR 16.29 80.0 84.5 -14.0

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 11/30 USD 40.51 17.1 27.4 -19.0
EFG-Hermes MEDA* GL EQ BMU 09/30 USD 24.16 15.3 -17.3 -10.4
EFG-Hermes Saudi Arabia Equity EA EQ SAU 11/24 SAR 6.05 27.6 21.8 NS
EFG-Hermes Telecom OT EQ BMU 09/30 USD 29.73 16.0 -0.1 -8.2

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

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 12/04 USD 347.25 41.4 51.8 5.8
Sel Emerg Mkt Equity GL EQ GGY 12/04 USD 214.15 63.5 83.2 -11.1
Sel Euro Equity EUR US EQ GGY 12/04 EUR 97.34 30.6 29.8 -18.2
Sel European Equity EU EQ GGY 12/04 USD 191.97 39.6 51.4 -17.9
Sel Glob Equity GL EQ GGY 12/04 USD 192.89 34.3 47.1 -16.1
Sel Glob Fxd Inc GL BD GGY 12/04 USD 144.19 11.8 16.3 -1.5
Sel Pacific Equity AS EQ GGY 12/04 USD 150.71 66.7 88.6 -8.1
Sel US Equity US EQ GGY 12/04 USD 123.86 22.9 33.4 -14.6
Sel US Sm Cap Eq US EQ GGY 12/04 USD 168.37 28.8 46.7 -14.3

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 12/04 EUR 24.91 -5.0 -7.4 -41.3
MP-TURKEY.SI OT OT SVN 12/04 EUR 31.83 63.0 71.1 -19.7

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 12/04 EUR 3.81 81.4 65.7 -34.1
Parex Eastern Europ Bal OT OT LVA 12/04 EUR 13.34 55.5 54.6 -1.3
Parex Eastern Europ Bd EU BD LVA 12/04 USD 14.44 65.6 65.0 3.0
Parex Russian Eq EE EQ LVA 12/04 USD 20.01 131.1 144.0 -18.3

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Agriculture-Pca OT OT LUX 12/04 EUR 115.11 NS NS NS
PF (LUX)-Asian Eq-Ica AS EQ LUX 12/07 USD 173.51 56.5 73.8 -15.9
PF (LUX)-Asian Eq-Pca AS EQ LUX 12/07 USD 165.22 55.2 72.3 -16.7
PF (LUX)-Biotech-Pca OT EQ LUX 12/04 USD 279.45 -2.0 10.9 -10.0
PF (LUX)-CHF Liq-Pca CH MM LUX 12/04 CHF 124.20 0.2 0.2 1.0
PF (LUX)-CHF Liq-Pdi CH MM LUX 12/04 CHF 93.39 0.2 0.2 1.0
PF (LUX)-Digital Comm-Pca OT EQ LUX 12/04 USD 114.03 40.2 53.8 -8.4
PF (LUX)-East Eu-Pca EU EQ LUX 12/04 EUR 304.62 128.1 114.8 -21.1
PF (LUX)-Emg Mkts-Pca GL EQ LUX 12/07 USD 531.12 74.6 92.6 -15.7
PF (LUX)-Eu Indx-Pca EU EQ LUX 12/04 EUR 99.29 29.9 29.4 -14.6
PF (LUX)-EUR Bds-Pca EU BD LUX 12/04 EUR 386.14 3.4 2.3 2.8
PF (LUX)-EUR Bds-Pdi EU BD LUX 12/04 EUR 283.16 3.4 2.3 2.8
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 12/04 EUR 147.45 18.1 18.7 5.6
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 12/04 EUR 99.96 18.1 18.7 5.6
PF (LUX)-EUR HiYld-Pca EU BD LUX 12/04 EUR 143.74 59.4 60.2 0.0

PF (LUX)-EUR HiYld-Pdi EU BD LUX 12/04 EUR 78.78 59.4 60.2 0.0
PF (LUX)-EUR Liq-Pca EU MM LUX 12/04 EUR 135.96 1.0 1.2 2.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 12/04 EUR 96.66 1.0 1.2 2.5
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 12/04 EUR 102.40 0.5 0.7 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 12/04 EUR 99.91 0.5 0.7 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 12/04 EUR 399.38 30.5 32.6 -18.8
PF (LUX)-EuSust Eq-Pca EU EQ LUX 12/04 EUR 131.15 29.7 28.7 -15.9
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 12/04 USD 243.15 28.4 40.6 10.2
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 12/04 USD 157.91 28.3 40.6 10.2
PF (LUX)-Gr China-Pca AS EQ LUX 12/07 USD 347.49 63.4 76.2 -11.7
PF (LUX)-Indian Eq-Pca EA EQ LUX 12/07 USD 351.18 83.3 101.3 -17.7
PF (LUX)-Jap Index-Pca JP EQ LUX 12/07 JPY 8760.15 7.5 18.3 -23.5
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 12/07 JPY 7678.52 5.2 13.3 -26.9
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 12/07 JPY 7450.64 4.5 12.6 -27.4
PF (LUX)-JpEq130/30-Pca JP EQ LUX 12/07 JPY 4354.97 10.9 20.4 -23.1
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 12/06 USD 45.65 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 12/07 USD 266.89 68.6 90.7 -9.8
PF (LUX)-Piclife-Pca CH BA LUX 12/04 CHF 787.68 14.2 12.3 -3.9
PF (LUX)-PremBrnds-Pca OT EQ LUX 12/04 EUR 63.01 42.8 45.3 -9.0
PF (LUX)-Rus Eq-Pca OT OT LUX 12/04 USD 63.97 180.1 180.9 NS
PF (LUX)-Security-Pca GL EQ LUX 12/04 USD 96.78 35.5 49.5 -6.2
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 12/04 EUR 442.40 35.6 38.2 -15.1
PF (LUX)-Timber-Pca OT OT LUX 12/04 USD 102.46 52.1 65.8 NS
PF (LUX)-US Eq-Ica US EQ LUX 12/04 USD 101.43 24.2 34.0 -10.6
PF (LUX)-USA Index-Pca US EQ LUX 12/04 USD 89.85 23.9 32.6 -11.8
PF (LUX)-USD Gov Bds-Pca US BD LUX 12/04 USD 515.20 -2.9 -1.2 4.3
PF (LUX)-USD Gov Bds-Pdi US BD LUX 12/04 USD 368.38 -2.9 -1.2 4.3
PF (LUX)-USD Liq-Pca US MM LUX 12/04 USD 131.04 0.7 0.7 1.7
PF (LUX)-USD Liq-Pdi US MM LUX 12/04 USD 84.85 0.6 0.7 1.7
PF (LUX)-USD Sov Liq-Pca OT OT LUX 12/04 USD 101.55 0.2 0.4 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 12/04 USD 100.04 0.2 0.4 NS
PF (LUX)-Water-Pca GL EQ LUX 12/04 EUR 119.11 15.6 15.8 -11.9
PF (LUX)-WldGovBds-Pca GL BD LUX 12/07 USD 170.23 3.3 9.6 7.6
PF (LUX)-WldGovBds-Pdi GL BD LUX 12/07 USD 138.04 3.3 9.6 7.6

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 12/04 USD 12.78 63.0 83.1 -4.9
Japan Fund USD JP EQ IRL 12/07 USD 16.24 10.8 27.0 -3.2
Polar Healthcare Class I USD OT OT IRL 12/04 USD 12.76 NS NS NS
Polar Healthcare Class R USD OT OT IRL 12/04 USD 12.74 NS NS NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 10/30 USD 117.63 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 10/30 USD 10.14 35.9 -24.7 -17.9
Europn Conviction USD B EU EQ CYM 10/30 USD 136.30 7.9 11.9 10.8
Europn Forager USD B OT OT CYM 10/30 USD 223.04 24.6 24.7 -0.1
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 10/30 USD 187.87 13.3 12.2 6.1

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 12/02 USD 123.32 113.8 166.8 -3.6

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 12/04 EUR 690.94 22.6 25.9 -15.8
Core Eurozone Eq B EU EQ IRL 12/04 EUR 817.36 24.3 28.2 NS
Euro Fixed Income A EU BD IRL 12/04 EUR 1240.32 9.6 8.2 -0.9
Euro Fixed Income B EU BD IRL 12/04 EUR 1323.55 10.2 8.8 -0.3
Euro Small Cap A EU EQ IRL 12/04 EUR 1179.00 39.1 37.2 -18.2
Euro Small Cap B EU EQ IRL 12/04 EUR 1262.36 39.8 38.1 -17.7
Eurozone Agg Eq A EU EQ IRL 12/04 EUR 649.55 30.7 33.5 -17.2
Eurozone Agg Eq B EU EQ IRL 12/04 EUR 933.08 31.4 34.3 -16.7
Glbl Bd (EuroHdg) A GL BD IRL 12/04 EUR 1369.46 14.4 15.7 2.7
Glbl Bd (EuroHdg) B GL BD IRL 12/04 EUR 1452.90 15.0 16.4 3.4
Glbl Bd A EU BD IRL 12/04 EUR 1083.04 10.5 6.0 3.5
Glbl Bd B EU BD IRL 12/04 EUR 1152.95 11.1 6.6 4.2
Glbl Real Estate A OT EQ IRL 12/04 USD 896.16 34.4 56.9 -17.7
Glbl Real Estate B OT EQ IRL 12/04 USD 923.48 35.2 57.9 -17.2
Glbl Real Estate EH-A OT EQ IRL 12/04 EUR 794.58 26.7 44.7 -19.2
Glbl Real Estate SH-B OT EQ IRL 12/04 GBP 74.80 26.2 44.5 -18.8
Glbl Strategic Yield A EU BD IRL 12/04 EUR 1582.59 40.0 46.3 3.0
Glbl Strategic Yield B EU BD IRL 12/04 EUR 1692.86 40.8 47.2 3.6
Japan Equity A JP EQ IRL 12/04 JPY 11386.45 10.2 21.2 -22.7
Japan Equity B JP EQ IRL 12/04 JPY 12130.77 10.8 21.9 -22.2
PacBasn (Ex-Jap) Eq A AS EQ IRL 12/04 USD 2264.74 76.1 98.9 -7.9
PacBasn (Ex-Jap) Eq B AS EQ IRL 12/04 USD 2415.90 77.1 100.1 -7.3
Pan European Eq A EU EQ IRL 12/04 EUR 948.11 31.9 32.6 -16.3
Pan European Eq B EU EQ IRL 12/04 EUR 1010.25 32.7 33.4 -15.8
US Equity A US EQ IRL 12/04 USD 863.88 29.1 39.8 -13.4
US Equity B US EQ IRL 12/04 USD 924.52 29.8 40.6 -12.9
US Small Cap A US EQ IRL 12/04 USD 1237.66 23.1 39.2 -14.9
US Small Cap B US EQ IRL 12/04 USD 1325.40 23.8 40.1 -14.4

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 12/07 EUR 14.06 -0.5 -2.1 10.4
Asset Sele C H-CHF OT OT LUX 12/07 CHF 97.54 NS NS NS
Asset Sele C H-GBP OT OT LUX 12/07 GBP 98.72 NS NS NS
Asset Sele C H-JPY OT OT LUX 12/07 JPY 9793.89 NS NS NS
Asset Sele C H-NOK OT OT LUX 12/07 NOK 112.69 0.1 -1.2 NS
Asset Sele C H-SEK OT OT LUX 12/07 SEK 141.02 -1.1 -2.7 10.8

Asset Sele C H-USD OT OT LUX 12/07 USD 98.62 NS NS NS
Asset Sele D H-SEK OT OT LUX 12/07 SEK 132.34 -1.1 -2.7 NS
Choice Global Value -C- GL EQ LUX 12/07 SEK 75.74 25.9 25.9 -20.3
Choice Global Value -D- OT OT LUX 12/07 SEK 72.57 25.8 25.9 -20.3
Choice Global Value -I- OT OT LUX 12/07 EUR 6.49 33.3 30.1 -23.5
Choice Japan Fd -C- OT OT LUX 12/07 JPY 46.33 3.0 12.9 -25.2
Choice Japan Fd -D- OT OT LUX 12/07 JPY 41.66 3.1 12.9 -25.2
Choice Jpn Chance/Risk JP EQ LUX 12/07 JPY 49.75 11.1 23.1 -27.5
Choice NthAmChance/Risk US EQ LUX 12/07 USD 3.83 36.7 46.8 -14.4
Ethical Europe Fd OT OT LUX 12/07 EUR 1.91 28.1 31.3 -21.5
Europe 1 Fd OT OT LUX 12/07 EUR 2.76 32.2 35.4 -21.0
Europe 3 Fd EU EQ LUX 12/07 EUR 3.98 30.5 33.6 -21.7
Global Chance/Risk Fd GL EQ LUX 12/07 EUR 0.57 22.3 19.5 -15.3
Global Fd -C- OT OT LUX 12/07 USD 2.12 27.2 39.3 -16.2
Global Fd -D- OT OT LUX 12/07 USD 1.33 27.2 39.2 NS
Nordic Fd OT OT LUX 12/07 EUR 5.48 38.1 47.1 -10.6

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 12/07 USD 7.42 63.7 83.8 -11.0
Choice Asia ex. Japan -D- OT OT LUX 12/07 USD 1.31 63.7 83.8 NS
Currency Alpha EUR -IC- OT OT LUX 12/07 EUR 10.34 -5.3 -5.3 0.5
Currency Alpha EUR -RC- OT OT LUX 12/07 EUR 10.24 -5.7 -5.8 0.1
Currency Alpha SEK -ID- OT OT LUX 12/07 SEK 96.10 -9.0 -9.2 NS
Currency Alpha SEK -RC- OT OT LUX 12/07 SEK 106.71 -5.7 -5.8 0.1
Generation Fd 80 OT OT LUX 12/07 SEK 7.77 21.8 25.3 -10.3
Nordic Focus EUR NO EQ LUX 12/07 EUR 77.69 55.7 58.8 -11.7
Nordic Focus NOK NO EQ LUX 12/07 NOK 81.55 55.7 58.8 -11.7
Nordic Focus SEK NO EQ LUX 12/07 SEK 85.63 55.7 58.8 -11.7
Russia Fd OT OT LUX 12/07 EUR 8.36 150.5 132.7 -16.8

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 12/07 USD 1.80 29.3 39.3 -14.3
Ethical Glbl Fd -C- OT OT LUX 12/07 USD 0.84 23.6 26.8 NS
Ethical Glbl Fd -D- OT OT LUX 12/07 USD 0.82 37.2 53.3 -13.4
Ethical Sweden Fd NO EQ LUX 12/07 SEK 41.96 52.2 66.0 -2.5
Index Linked Bd Fd SEK OT BD LUX 12/07 SEK 13.22 3.8 2.8 4.2
Medical Fd OT EQ LUX 12/07 USD 3.28 14.5 23.8 -8.6
Short Medium Bd Fd SEK NO MM LUX 12/07 SEK 8.81 1.1 1.3 2.2
Technology Fd -C- OT OT LUX 12/07 USD 0.20 NS NS NS
Technology Fd -D- OT OT LUX 12/07 USD 2.42 55.2 70.0 -7.9
World Fd -C- OT OT LUX 12/07 USD 28.87 NS NS NS
World Fd -D- OT OT LUX 12/07 USD 2.19 36.6 54.0 -9.0

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 12/07 EUR 1.27 0.0 0.1 1.1
Short Bond Fd EUR -D- OT OT LUX 12/07 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 12/07 SEK 21.95 1.8 2.1 2.4
Short Bond Fd USD US MM LUX 12/07 USD 2.49 -0.3 -0.2 0.8

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 10/22 SEK 10.34 2.8 3.9 0.8
Alpha Bond Fd SEK -B- NO BD LUX 10/22 SEK 8.95 2.8 3.9 0.8
Alpha Bond Fd SEK -C- NO BD LUX 10/23 SEK 25.85 2.5 3.4 0.6
Alpha Bond Fd SEK -D- NO BD LUX 10/23 SEK 8.05 2.5 3.4 0.6
Alpha Short Bd SEK -A- NO MM LUX 10/22 SEK 11.09 2.6 3.7 3.1
Alpha Short Bd SEK -B- NO MM LUX 10/22 SEK 10.14 2.6 3.7 3.1
Alpha Short Bd SEK -C- NO MM LUX 10/23 SEK 21.68 2.5 3.6 2.9
Alpha Short Bd SEK -D- NO MM LUX 10/23 SEK 8.21 2.5 3.6 2.9
Bond Fd SEK -C- NO BD LUX 12/07 SEK 42.87 3.2 4.6 6.6
Bond Fd SEK -D- NO BD LUX 12/07 SEK 12.45 3.2 4.6 6.0
Corp. Bond Fd EUR -C- EU BD LUX 12/07 EUR 1.26 15.8 16.2 3.3
Corp. Bond Fd EUR -D- EU BD LUX 12/07 EUR 0.97 15.8 16.5 3.2
Corp. Bond Fd SEK -C- NO BD LUX 12/07 SEK 12.56 16.9 18.9 1.8
Corp. Bond Fd SEK -D- NO BD LUX 12/07 SEK 9.49 16.9 18.9 1.9
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 12/07 EUR 104.55 0.7 2.3 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 12/07 EUR 108.87 5.1 6.7 NS
Danish Mortgage Bond Fd SEK -ID- OT OT LUX 12/17 SEK 121.91 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 12/07 SEK 1126.79 5.1 6.7 NS
Flexible Bond Fd -C- NO BD LUX 12/07 SEK 21.36 2.4 3.1 4.1
Flexible Bond Fd -D- NO BD LUX 12/07 SEK 11.68 2.4 3.1 4.1

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 12/07 USD 2.67 73.7 96.5 -11.7
Eastern Europe Fd OT OT LUX 12/07 EUR 2.55 51.3 54.4 -17.9

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 12/07 SEK 31.23 86.1 86.2 -5.3
Eastern Europe SmCap Fd OT OT LUX 12/07 EUR 2.50 93.8 79.8 -18.3
Europe Chance/Risk Fd EU EQ LUX 12/07 EUR 1013.97 33.0 37.5 -23.3
Listed Private Equity -C- OT OT LUX 12/07 EUR 124.54 NS NS NS
Listed Private Equity -IC- OT OT LUX 12/07 EUR 73.54 78.0 60.2 NS
Listed Private Equity -ID- OT OT LUX 12/07 EUR 71.29 72.8 55.5 NS
Nordic Small Cap -C- OT OT LUX 12/07 EUR 132.85 NS NS NS
Nordic Small Cap -IC- OT OT LUX 12/07 EUR 133.24 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 12/07 SEK 78.82 -1.6 -0.6 -14.2
Asset Sele Defensive Acc EUR -C- OT OT LUX 12/07 EUR 100.48 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 12/07 SEK 100.44 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 12/07 USD 101.63 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 12/07 SEK 72.01 -1.6 -0.6 -15.4
Asset Sele Opp C H NOK OT OT LUX 12/07 NOK 104.86 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 12/07 SEK 103.56 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 12/07 EUR 104.55 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 12/07 GBP 104.64 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 12/07 SEK 104.35 NS NS NS
Asset Sele Original C EUR OT OT LUX 12/07 EUR 102.67 NS NS NS

Asset Sele Original D GBP OT OT LUX 12/07 GBP 103.19 NS NS NS
Asset Sele Original ID GBP OT OT LUX 12/07 GBP 102.78 NS NS NS

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 11/26 USD 1032.51 9.8 4.5 -22.2
MENA Special Sits Fund OT OT BMU 10/29 USD 1139.93 17.4 NS NS
UAE Blue Chip Fund OT OT ARE 11/26 AED 6.14 33.8 12.4 -24.1

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 12/03 EUR 29.72 4.8 4.3 1.1
Bonds Eur Corp A OT OT LUX 12/03 EUR 23.18 11.8 13.1 2.5
Bonds Eur Hi Yld A OT OT LUX 12/03 EUR 20.29 52.6 52.3 -2.3
Bonds EURO A OT OT LUX 12/03 EUR 41.39 4.8 4.2 5.4
Bonds Europe A OT OT LUX 12/03 EUR 39.34 3.8 2.6 4.6
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 12/03 USD 37.13 17.7 20.2 8.6
Bonds World A OT OT LUX 12/03 USD 44.30 11.2 16.8 8.6
Eq. China A OT OT LUX 12/04 USD 24.84 66.2 82.3 -15.5
Eq. ConcentratedEuropeA OT OT LUX 12/03 EUR 26.22 27.3 27.4 -19.2
Eq. Eastern Europe A OT OT LUX 12/03 EUR 22.02 66.6 57.5 -28.1
Eq. Equities Global Energy OT OT LUX 12/03 USD 17.95 25.9 32.9 -12.9
Eq. Euroland A OT OT LUX 12/03 EUR 10.53 14.9 18.2 -22.3
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 -45.7 -33.8
Eq. EurolandCyclclsA OT OT LUX 12/03 EUR 17.24 25.5 31.6 -17.4
Eq. EurolandFinancialA OT OT LUX 12/03 EUR 11.36 34.9 36.8 -22.4
Eq. Glbl Emg Cty A OT OT LUX 12/03 USD 9.70 62.2 83.9 -15.3
Eq. Global A OT OT LUX 12/04 USD 27.60 31.2 43.6 -15.4
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 12/03 USD 33.87 62.0 118.0 7.2
Eq. Japan Sm Cap A OT OT LUX 12/04 JPY 1075.05 18.7 22.4 -22.4
Eq. Japan Target A OT OT LUX 12/07 JPY 1613.95 3.1 11.6 -13.0
Eq. Pacific A OT OT LUX 12/04 USD 10.36 62.2 78.6 -14.5
Eq. US ConcenCore A OT OT LUX 12/03 USD 21.92 34.9 42.4 -9.5
Eq. US Lg Cap Gr A OT OT LUX 12/04 USD 14.98 39.0 48.5 -13.3
Eq. US Mid Cap A OT OT LUX 12/03 USD 28.59 42.7 55.9 -14.5
Eq. US Multi Strg A OT OT LUX 12/03 USD 20.74 29.8 36.2 -15.5
Eq. US Rel Val A OT OT LUX 12/03 USD 20.10 29.4 35.5 -17.0
Eq. US Sm Cap Val A OT OT LUX 12/03 USD 15.08 16.6 24.1 -21.6
Eq. US Value Opp A OT OT LUX 12/03 USD 15.60 20.3 27.0 -22.2
Money Market EURO A OT OT LUX 12/03 EUR 27.39 1.0 1.3 2.8
Money Market USD A OT OT LUX 12/03 USD 15.83 0.5 0.7 1.9

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 12/07 JPY 9201.00 6.9 13.2 -27.2
YMR-N Small Cap Fund OT OT IRL 12/07 JPY 6931.00 8.0 15.2 -27.3

n Yuki 77 Series
Yuki 77 General JP EQ IRL 12/07 JPY 6059.00 2.6 12.3 -29.3
Yuki 77 Growth JP EQ IRL 12/07 JPY 5559.00 -6.0 -2.7 -34.2

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 12/07 JPY 6669.00 6.9 15.5 -26.0
Yuki Chugoku JpnLowP JP EQ IRL 12/07 JPY 7495.00 -8.5 -1.2 -26.7

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 12/07 JPY 4570.00 0.5 7.8 -29.5
Yuki Hokuyo Jpn Inc JP EQ IRL 12/07 JPY 5184.00 -1.8 1.5 -23.1
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 12/07 JPY 5049.00 7.3 13.8 -25.7

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 12/07 JPY 4311.00 1.5 9.0 -33.2
Yuki Mizuho Jpn Dyn Gro OT OT IRL 12/07 JPY 4566.00 1.6 8.3 -33.1
Yuki Mizuho Jpn Exc 100 OT OT IRL 12/07 JPY 6789.00 11.3 20.6 -27.7
Yuki Mizuho Jpn Gen OT OT IRL 12/07 JPY 8440.00 5.2 14.1 -27.6
Yuki Mizuho Jpn Gro OT OT IRL 12/07 JPY 6296.00 0.7 7.3 -29.9
Yuki Mizuho Jpn Inc OT OT IRL 12/07 JPY 7451.00 -6.3 -0.5 -26.1
Yuki Mizuho Jpn Lg Cap OT OT IRL 12/07 JPY 5076.00 1.8 9.5 -28.3
Yuki Mizuho Jpn LowP OT OT IRL 12/07 JPY 11343.00 0.1 6.3 -23.7
Yuki Mizuho Jpn PGth OT OT IRL 12/07 JPY 7848.00 2.7 9.5 -32.1
Yuki Mizuho Jpn SmCp OT OT IRL 12/07 JPY 7035.00 14.7 20.2 -27.8
Yuki Mizuho Jpn Val Sel OT OT IRL 12/07 JPY 5585.00 7.5 17.2 -24.1
Yuki Mizuho Jpn YoungCo OT OT IRL 12/07 JPY 2690.00 12.7 17.3 -33.6

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 12/07 JPY 5313.00 4.2 13.1 -28.3

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

Advertisement [ ALTERNATIVE INVESTMENT FUNDS www.wsj.com/funddata ] 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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n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 10/30 USD 1642.69 69.6 71.6 NS

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 10/30 EUR 100.93 2.6 -3.5 -12.2
D'Auriol Opp F3 EUR EU MM CYM 10/30 EUR 992.90 -0.3 -4.1 -15.6

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 09/04 USD 730.68 62.0 -43.7 -29.8

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 10/30 EUR 164.88 -23.2 -21.7 -7.7
Horseman EmMkt Opp USD GL EQ USA 10/30 USD 165.75 -24.5 -22.7 -9.1
Horseman EurSelLtd EUR EU EQ GBR 10/30 EUR 183.41 -12.3 -10.2 0.8
Horseman EurSelLtd USD EU EQ GBR 10/30 USD 189.83 -12.7 -10.5 0.3
Horseman Glbl Ltd EUR GL EQ CYM 10/30 USD 377.48 -23.4 -18.6 -2.2
Horseman Glbl Ltd USD GL EQ CYM 10/30 USD 377.48 -23.4 -18.6 -2.2

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 11/20 GBP 1.07 14.0 NS NS
Global Absolute EUR OT OT NA 11/20 EUR 1.55 12.2 NS NS
Global Absolute USD OT OT GGY 11/20 USD 1.98 12.6 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 11/20 EUR 90.83 19.0 NS -10.2
Special Opp Inst EUR OT OT CYM 11/20 EUR 85.78 19.5 NS -9.7
Special Opp Inst USD OT OT CYM 11/20 USD 97.52 20.8 NS -7.8
Special Opp USD OT OT CYM 11/20 USD 95.58 20.1 NS -8.5

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 05/22 EUR 123.47 1.9 -14.8 -2.1
GH Fund CHF Hdg OT OT JEY 11/20 CHF 110.27 10.5 NS NS
GH Fund EUR Hdg (Non-V) OT OT JEY 05/22 EUR 111.63 1.6 -17.0 -4.5
GH Fund GBP Hdg OT OT JEY 11/20 GBP 131.40 11.5 NS NS
GH Fund Inst USD OT OT JEY 11/20 USD 111.18 12.7 NS -2.3

GH FUND S EUR OT OT CYM 11/20 EUR 127.15 12.5 NS -3.2
GH FUND S GBP OT OT JEY 11/20 GBP 131.82 12.1 NS -2.8
GH Fund S USD OT OT CYM 11/20 USD 149.32 13.1 NS -1.8
GH Fund USD OT OT GGY 11/20 USD 272.49 11.8 NS NS
Hedge Investments OT OT JEY 11/20 USD 137.90 11.3 NS NS
Leverage GH USD OT OT GGY 11/20 USD 119.55 22.6 NS NS
MultiAdv Arb CHF Hdg OT OT JEY 11/20 CHF 93.53 11.3 NS NS
MultiAdv Arb EUR Hdg OT OT JEY 11/20 EUR 101.71 12.5 NS NS
MultiAdv Arb GBP Hdg OT OT JEY 11/20 GBP 109.64 13.1 NS NS
MultiAdv Arb S EUR OT OT CYM 11/20 EUR 108.63 13.5 NS -7.8
MultiAdv Arb S GBP OT OT CYM 11/20 GBP 113.73 14.0 NS -7.6
MultiAdv Arb S USD OT OT CYM 11/20 USD 124.30 14.8 NS -6.4
MultiAdv Arb USD OT OT GGY 11/20 USD 191.89 13.7 NS NS

n HSBC Uni-folio
Asian AdbantEdge EUR OT OT JEY 11/20 EUR 98.67 11.3 NS -8.1
Asian AdvantEdge OT OT JEY 11/20 USD 181.51 12.0 NS NS
Emerg AdvantEdge OT OT JEY 10/30 USD 164.76 17.4 1.7 -11.3
Emerg AdvantEdge EUR OT OT JEY 10/30 EUR 91.63 16.7 -2.1 -13.0
Europ AdvantEdge EUR OT OT JEY 11/20 EUR 135.04 17.2 NS NS
Europ AdvantEdge USD OT OT JEY 11/20 USD 143.51 17.6 NS NS
Real AdvantEdge EUR OT OT NA 11/20 EUR 108.25 9.5 NS NS
Real AdvantEdge USD OT OT NA 11/20 USD 108.39 9.8 NS NS
Trading Adv JPY OT OT NA 11/20 JPY 9678.09 NS NS NS
Trading AdvantEdge OT OT GGY 11/20 USD 146.98 -3.1 NS NS
Trading AdvantEdge EUR OT OT GGY 11/20 EUR 133.59 -2.9 NS NS
Trading AdvantEdge GBP OT OT GGY 11/20 GBP 141.05 -3.1 NS NS

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 10/30 EUR 195.45 NS NS NS
Integrated European Fd EUR OT OT CYM 09/30 EUR 155.81 4.6 3.2 1.9
Integrated Multi St N EUR OT OT VGB 09/30 EUR 98.00 NS NS NS
Integrated Multi St N GBP OT OT VGB 09/30 GBP 97.68 NS NS NS
Integrated Multi St N USD OT OT VGB 09/30 USD 98.20 NS NS NS

Integrated Strategic Fund-MS Z EUR OT OT VGB 09/30 EUR 100.86 NS NS NS

n INVENTUM ASSET MANAGEMENT S.A.
info@inventumcapital.com
Tel. +7 495 792 5595 www.inventumcapital.com
Inv Absolute Return Fund OT OT BMU 10/30 USD 136.28 34.6 NS NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 11/27 USD 347.37 80.8 84.5 -34.0

Antanta MidCap Fund EE EQ AND 11/27 USD 652.34 125.1 125.0 -38.7

Meriden Opps Fund GL OT AND 11/25 EUR 62.70 -28.0 -31.1 -24.4

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 09/30 USD 1318.27 NS 1.3 -4.4

n SEB ALTERNATIVE INVESTMENT
SEB KEY Europe Equity Long Short
Key Europe Long/Short EUR -IC- OT OT LUX 10/30 EUR 91.10 7.3 5.7 NS

Key Europe Long/Short EUR -RC- OT OT LUX 10/30 EUR 90.39 6.8 5.1 NS

n SEB KEY Hedge
Key Hedge EUR -IC- OT OT LUX 10/30 EUR 101.03 11.4 10.8 NS

Key Hedge EUR-RC- OT OT LUX 10/30 EUR 100.33 11.0 10.3 NS

n SEB KEY Market Independent II
Key Market Independent II EUR -RC- OT OT LUX 10/30 EUR 96.06 13.3 11.1 NS

Key Market Independent II SEK -I- OT OT LUX 10/30 SEK 93.27 13.6 11.1 NS

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 10/30 EUR 88.40 11.0 4.1 NS

Key Recovery -RC- OT OT LUX 10/30 EUR 87.72 10.5 3.5 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 12/01 USD 53.48 -35.8 -32.6 8.8

Superfund GCT USD* OT OT LUX 12/01 USD 2705.00 -25.9 -24.5 8.4

Superfund Green Gold A (SPC) OT OT CYM 12/01 USD 1221.92 5.1 13.2 23.5

Superfund Green Gold B (SPC) OT OT CYM 12/01 USD 1268.02 -5.9 1.8 23.7

Superfund Q-AG* OT OT AUT 12/01 EUR 7509.00 -14.3 -12.8 9.6

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR Cls H OT OT CYM 11/30 EUR 972.73 NS NS NS

Winton Evolution GBP Cls G OT OT CYM 11/30 GBP 976.73 NS NS NS

Winton Evolution USD Cls F OT OT CYM 11/30 USD 1232.74 -2.8 -1.2 3.7

Winton Futures EUR Cls C OT OT VGB 11/30 EUR 202.11 -1.8 -0.1 9.2

Winton Futures GBP Cls D OT OT VGB 11/30 GBP 218.35 -1.6 0.4 10.2

Winton Futures JPY Cls E OT OT VGB 11/30 JPY 14398.02 -2.4 -0.4 6.9

Winton Futures USD Cls B OT OT VGB 11/30 USD 716.94 -2.2 -0.2 8.9

INDICES
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n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de

ARIX Composite Gross USD OT 11/25 USD 1405.12 3.2 3.2 2.6 -18.0 -7.1
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Supporters of Bolivia’s President Evo Morales celebrate his re-election victory Sunday in Santa Cruz.

Re
ut

er
s

By Paulo Prada

Bolivians appeared to re-elect
President Evo Morales by an over-
whelming majority on Sunday, buck-
ing a recent trend away from the
left in much of Latin America and
giving Bolivia’s first indigenous
president further authority to dis-
mantle the country’s existing gov-
ernment framework.

Mr. Morales said Monday he
would increase state control over
the economy and strengthen politi-
cal power for indigenous groups,
according to Reuters. “Bolivians
have given us an enormous respon-
sibility to deepen this transforma-
tion” he said. “Bolivians have pun-
ished the people who are traitors
of this process.”

Official results aren’t expected
until late Monday, but according to
exit polls cited by Bolivia’s govern-
ment news agency Sunday, Mr. Mo-
rales was expected to win a second
five-year term with support from
more than 60% of the ballots cast
during a peaceful day of voting
across the country, historically
South America’s poorest.

More significantly, the presi-
dent’s Movement Toward Socialism
party appeared likely to take over

the country’s Senate, giving it a cru-
cial advantage to further an agenda
that vows to reverse a history of eco-
nomic and political exclusion for Bo-
livia’s peasant, indigenous majority.

The victory comes as voters else-
where in South America, worried
about recovery from the global
downturn, are beginning to cool on
many of the leftists who rose to
power over the past decade.

Left-leaning candidates for top
offices in Uruguay and Chile re-
cently campaigned as centrists, and
approval ratings for Presidents
Hugo Chávez of Venezuela and
Rafael Correa of Ecuador, two key al-
lies of Mr. Morales, are slumping.
Polls in those two countries reflect
unease over economic and financial
woes and anger because of infra-
structure problems, from water
shortages to electricity blackouts.

Mr. Morales, a native Aymara In-
dian and the son of a llama shep-
herd, was buoyed by his popularity
with Bolivia’s poor and working
classes. After a series of presidents
were toppled through popular pro-
tests that the former coca-grower
helped orchestrate, the new presi-
dent had an explicit mandate to ac-
complish two goals: convoke a con-
stitutional assembly that would em-
power rural Bolivians, and overhaul
the country’s hydrocarbon laws to
wrest a bigger cut of energy royal-
ties from foreign companies.

He did both, first by nationalizing
the natural-gas industry and second
by pushing through a new constitu-
tion that envisions a “plurinational”
state, granting greater regional au-
tonomy and self-government to doz-
ens of native communities.

“He is seen as having fulfilled his
mandate,”said SinclairThomson,pro-
fessor of Latin American history at
NewYorkUniversityandauthor ofsev-
eral books on native Andean politics.

Now, with even broader support,
many expect a second Morales term
to be more ambitious on economic
changes. In addition to the natural-

gas industry, which is responsible
for nearly half of Bolivia’s export in-
come, Mr. Morales nationalized the
telecommunications sector and has
promised to assert more govern-
ment control over others, including
the country’s mining industry, an-
other key source of export revenue.

The plans worry opponents in Bo-
livia’s business community, many of
whom believe the government
should focus on improving the coun-
try’s infrastructure and diversifying
an economy that historically has re-
lied on minerals, natural gas and
other commodities.

“A second term will define our
economic future,” said Gonzalo
Chávez, an economist at the Catholic

University of Bolivia, in La Paz, the
capital. “Will the government invest
in the economy and develop other
productive sectors, or continue to de-
pend on natural resources?”

Bolivia has weathered the slump
better than many of its neighbors.
Prices for key metals, including zinc,
gold and silver, have proved more re-
silient than those of other major
commodities in the region. In an Oc-
tober report, the International Mon-
etary Fund said Bolivia’s economy
would likely grow by about 3% this
year, faster than any other country
in Latin America, and lauded the gov-
ernment’s decision to build up mone-
tary reserves of about $8 billion.

Still, the hoarding has come at

the expense of government invest-
ments, most notably in the very sec-
tors, like natural gas, in which Mr.
Morales has sought to displace for-
eign partners.

With future demand for natural
gas and other key exports still uncer-
tain—and investments from abroad
slowing to a trickle—the administra-
tion will likely need to tap the war
chest to keep financing popular so-
cial programs. Mr. Morale may have
to make major compromises as rival
interests tug at the government.

“The very people you empower
are going to come knocking,” said
Carlos Toranzo, an economist in La
Paz. “The government will have to be
more pragmatic than ideological.”

Bolivia’s Morales promises more controls

By Darcy Crowe

And José de Córdoba

CARACAS, Venezuela—Presi-
dent Hugo Chávez scrambled to dis-
tance his government from a brew-
ing banking and corruption scandal
that claimed oneof his closestcollab-
orators on Sunday and could claim
other top officials.

Speaking on his weekly televi-
sion show, Mr. Chávez announced
the resignation of Jesse Chacón, one
of the government’s most powerful
officials, who was serving as science
and technology minister. The an-
nouncement came a day after the ar-
rest of Mr. Chacón’s brother, Arné
Chacón, president of Banco Real and
Baninvest, two of seven small banks
takenoverbythe Venezuelangovern-
ment last week.

“I respect and love Jesse very
much, and I know he understands,”
said Mr. Chávez. He said Mr. Chacón’s
resignation freed the official from
suspicion in the banking scandal.
Arné Chacón and Jesse Chacón
couldn’t be reached to comment.

Mr. Chávez said he had spoken di-
rectlyto the government’s topprose-
cutor, Luisa Ortega, and requested

that she move quickly to punish the
people responsible for the failed
banks. Mr. Chávez also said he told
the Venezuelan secret police to
swiftly imprison Arné Chacón.

“I’m very sorry that he is the
brother ofaminister,but we’re show-
ing that no one here is untouchable,”
Mr. Chávez said.

The scandal, which broke last
weekwhenthegovernmenttookover
the banks and Mr. Chávez threatened
to nationalize all of Venezuela’s pri-
vate banks, has sparked fears of a fi-
nancial meltdown.

Venezuela was on a banking holi-
day Monday, with financial markets
closed ahead of this week’s celebra-
tion of the Immaculate Conception.

Many analysts say the bank take-
overs aren’t a reflection of a larger
bankingcrisis,sincemostofthefinan-
cialsystem’sassetsareheldbyahand-
fulofbigbanksthatareseenassound.
Pointing to Friday’s recovery in Vene-
zuela’s dollar-denominated bonds
and the bolivar, these analysts say in-
vestors appear to believe Mr. Chávez
is targeting a limited group of banks.

Mr. Chávez took control of be-
tween8% and 12% of the banking sys-
tem last week, according to Royal

Bank ofScotland economistBoris Se-
gura. Analysts say Mr. Chávez could
likely target as many as a dozen
banks that together represent
around 20% of the banking system.

Many Venezuelans are jittery
about the state of their financial sys-
tem. Last week, Mr. Chávez said he
would closely examine brokerage
houses as well as insurance compa-
nies. Reacting to the uncertainty,
Moody’s downgraded the ratings of
two big Venezuelan banks, privately
owned Banco Mercantil CA, and
state-owned Banco de Venezuela,
whichtheVenezuelangovernmentac-
quired for $1.05 billion this year from
Spain’s Banco Santander. The two
banks are among Venezuela’s top five
by size of deposits, and are consid-
eredtobeamongthemostsolidfinan-
cial institutions in the country. Offi-
cials at Mercantil and Banco de Vene-
zuela weren’t available for comment.

Mr. Chávez’s attempts to turn
the banking crisis into a get-
tough-on-corruption campaign
might help him politically as reces-
sion, inflation and crime threaten to
derail support.

Mr. Chávez’s early handling of
the banking-sector shake-up,

which one of his ministers admitted
ran the risk of setting off a financial
“tsunami,” certainly didn’t garner
him praise.

But since then, Mr. Chávez has
demonstrated the political deftness
that has allowed him to maintain a
generally favorable rating among
voters during his 11 years in office.

Patrick Esteruelas, an analyst
with Eurasia Group, a political-risk
consulting group, said “Chávez is
now engaging in damage control,
spinning this as an anticorruption
drive, and that could sell politi-
cally.”

The president needs political
points as legislative elections are
nine months from now, and he
wants his socialist party to secure a
two-thirds majority. That won’t be
easy, given that the economy re-
cently fell into recession as oil in-
come—the government's main
source of revenue—retreated on
lower global crude prices.

Also hurting the president’s
popularity has been a sharp rise in
electricity blackouts across the na-
tion. Mr. Chávez says it is the fault
of a drought that has reduced res-
ervoir levels at hydroelectric

plants, but critics say it was his na-
tionalization of the sector that left
the grid vulnerable.

Annual inflation above 30% and
sky-high crime rates don’t help, ei-
ther.

With all those problems, the
most recent polls—taken before the
banking problems erupted—
showed Mr. Chávez’s approval rat-
ing had slipped slightly below the
crucial 50% mark.

Mr. Chávez’s support base has
long believed that he is nowhere
near as corrupt as most politicians.
But many of those same backers say
they hardly think high officials and
businessmen close to him are para-
digms of probity.

The banking crisis has given Mr.
Chávez the perfect opportunity to
clean house, although it remains to
be seen just how effective it will be.

“He’s used the event as a demon-
stration that there are no untouch-
ables, that the government is ready
and willing to send to jail the
brother of a cabinet member,” said
Luis Vicente Leon, director of poll-
ing firm Datanalisis.
 —Dan Molinski

contributed to this article.

Chávez ally quits as leader scrambles
Venezuelan president, playing damage control, tries to spin growing banking crisis into an anticorruption campaign
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Dollar turns on Bernanke rate remarks
European stocks eased ahead of Fed chairman’s speech, but Greek stocks tumble on fresh fears of credit downgrade

Ben Bernanke took the wind out
of the dollar’s sails, as he affirmed
plans to keep interest rates at a re-
cord low for “an extended period.”

The U.S. Federal Reserve chair-
man’s comments surprised those
who had speculated that Friday’s
better-than-expected jobs report
could mean an end sooner than later
to the U.S. policy of near-zero inter-
est rates.

That unwound the day’s gains in
the U.S. dollar, which at one point
hit its highest level in a month
against the euro. Oil and gold fell;
the front-month oil-futures contract
fell below $74 to its lowest settle-
ment since Oct. 12.

U.S. stocks also gave up morning
gains. The Dow Jones Industrial Av-
erage ended fractionally higher at
10390.11.

Mr. Bernanke’s comments came
after European markets had closed.
Stocks there had eased as banking

shares fell. The pan-European Dow
Jones Stoxx 600 index closed down
0.5% at 247.88, its second loss in
three sessions.

Tuesday’s schedule will give in-

vestors some data worth sinking
their teeth into. Industrial and man-
ufacturing figures are due in the
U.K. and Germany, as well as the di-
rection of U.K. house prices. In the
U.S., weekly sales figures for retail
chain stores will be released, plus
the monthly Redbook retail-sales in-
dex. Wrapping up the day is con-
sumer-confidence data.

European markets also will get
their chance to react to Mr. Ber-
nanke.

“The fact that Friday’s upside
surprise to November’s jobs data
has not translated into any perceiv-
able upgrade in the Fed’s economic
or inflation outlook, suggests that
the timeline for excessively low
lending rates for an extended period
of time has not changed,” Omer Es-
iner, senior market analyst at Trav-
elex Global Business Payments in
Washington, wrote in a note.

Late afternoon, the euro was at
$1.4817, from $1.4846 late Friday in
New York, and sterling was at

$1.6437, from $1.6449. The dollar
was at 1.0193 Swiss francs, from
1.0170 francs and at 89.46 yen from
90.51 yen.

Stock-market investors, mean-
while, fretted about the weakness in
the U.S. economy that has prompted
the central bank to keep interest
rates low. Financial and technology
stocks, which have been highflyers
through much of the year, lagged
the broader market.

The index’s strongest category
was telecommunications, thanks in
part to Sprint Nextel, up 11% in late
trade, after Barron’s reported that
the carrier is well positioned to
meet rising demand for prepaid call-
ing services.

In Europe, the U.K.’s FTSE 100
index fell 0.2% to 5310.66, its lowest
close this month. France’s CAC-40
index slipped 0.2% to 3840.05, and
Germany’s DAX lost 0.6% to 5784.75.
Among financials, HSBC Holdings-
fell 1.5% in London and Credit
Suisse dropped 1.7% in Zurich.

The Greek ASE Composite index
fell 2.7% to 2318.64 after Standard &
Poor’s warned it may lower the
country’s credit rating because of
the ballooning government deficit.
National Bank of Greece fell 5.6%.

Among bonds, euro-denomi-
nated government debt drifted
higher. The 10-year German bench-
mark bond firmed 0.005 percentage
point at 100.63, yielding 3.175%. In
the U.S., the 10-year Treasury
gained 9./32 5o 99 12/32 to yield
3.45%.

Among commodities, light,
sweet crude for January delivery
dropped $1.54, or 2.7%, to $73.93, an
eight-week low, on the New York
Mercantile Exchange on concerns
over the economic recovery and
weak U.S. oil demand. The front-
month December gold contract de-
clined $5.40, or 0.5%, to $1,163.40 on
Nymex’s Comex division

In Asia, Japanese stocks rose.
The Nikkei Stock Average of 225
companies rose 1.5% to 10167.60.

BY KIMBERLY VLACH

Source: WSJ Market Data Group
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Alternative exchanges face shakeout
FRANKFURT—European alterna-

tive stock-trading platforms face a
shakeout as the financial crisis
eases.

So-called multilateral trading fa-
cilities, or MTFs, were permitted
two years ago by the European
Commission’s Markets in Financial
Instruments Directive, or Mifid,
which was designed to loosen the
hold of incumbent exchanges on Eu-
ropean stock trading. Consortia of
investment banks and hedge funds
created major MTFs, such as Tur-
quoise, to pressure established ex-
change operators on the fees they
can charge.

“We’ll see consolidation in the
MTF space; they can’t all survive,”
said Hans-Ole Jochumsen, president
of Nasdaq OMX Nordic.

The strongest MTFs will con-
tinue to steal revenue from incum-
bent exchanges such as Deutsche
Börse AG, NYSE Euronext, London
Stock Exchange Group PLC and
Nasdaq OMX Group Inc., exchange
executives and industry watchers
say. At the same time, weaker rivals
will disappear or be swallowed up

by existing exchanges looking to tap
new markets or compliment their
traditional businesses.

“It is very unlikely that the Euro-
pean cash-equity market will be able
to sustain a large number of MTFs,”
says Axel Pierron, senior vice presi-
dent at research firm Celent. “Only
a handful of MTFs will be able to
operate independently in the long
run.”

The MTFs have quickly picked up
market share from traditional ex-
changes by offering cheaper and
faster services with the benefit of
low overhead and start-up costs.
But their launch largely coincided
with the financial crisis, which has
slowed their path to profitability as
investors spurned markets or turned
to established exchanges to execu-
tive trades.

The most successful MTF to date
is Chi-X Europe Ltd., which turned
its first operating profit in October
after launching in 2007.

“A lot has been made of MTFs
not being profitable. Our operating
profit from October validates our
model,” said Hirander Misra, chief
operating officer for Chi-X Europe.

Chi-X Europe has become the

fourth-largest pan-European equi-
ties trading venue behind NYSE
Euronext, the LSE and Deutsche
Börse.

Turquoise, meanwhile, saw its
market share fall in March after li-
quidity commitments from its nine
owners expired. It has entered talks
to be acquired by the LSE in a deal
that could be struck by year-end.

The third major European MTF
is BATS Europe, which has also
grown market share and could be-
come profitable as soon as next
year, Chief Executive Mark Hemsley
said last month. “Our target was to
get to break even about the end of
next year. We’re ahead of our busi-
ness plan. It’s going very well.”

A key driver to the future suc-
cess of MTFs will likely be their
ability to continue differentiating
themselves from established ex-
changes, which are catching up with
their ability to offer fast and cheap
services.

BATS plans to enter the equity-
options business in the U.S. next
year, and Chi-X Europe is also con-
sidering new products.

—Vladimir Guevarra contributed
to this article.

BY WILLIAM LAUNDER
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