
MILITARY SUPPORT: As U.K. troops join the U.S.-led surge in southern Afghanistan in recent weeks, the flow of coffins through
Wootton Bassett near Royal Air Force Lyneham has turned from a trickle to a stream. Page 8.
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U.S. probes credit derivatives
London’s Markit, which helped build the market for CDS, will turn over its pricing data

‘Invisible man’

Ban Ki-moon struggles to
make his mark at the U.N.
News In Depth, pages 14-15
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DJIA 8359.49 +0.33
Nasdaq 1799.73 +0.36
DJ Stoxx 600 203.50 +1.34
FTSE 100 4237.68 +0.85
DAX 4781.69 +1.26
CAC 40 3081.87 +0.98

Euro $1.3944 -0.03
Nymex crude $59.52 -0.28

LONDON—The U.S. De-
partment of Justice has
opened an investigation into
credit derivatives, according
to Markit Group Holdings
Ltd., a key provider of data

for the arcane but booming
market that played a leading
role in the credit crisis.

The Justice Department’s
antitrust division has re-
quested information relat-

ing to price transparency in
the credit derivatives and re-
lated markets, a person famil-
iar with the inquiry said
Tuesday. The requests were
sent to London-based Markit
and its shareholders, which
include the big banks most
active in credit derivatives.

“We will work with the de-
partment to provide any in-
formation requested of us,”
Markit said in a statement.

The move puts further
pressure on a market whose
loosely regulated, over-the-

counter structure has proved
lucrative for the banks that
facilitate most trading. Advo-
cates say the light-touch ap-
proach has made it easy to
disperse risks and that the
market sends important sig-
nals of trouble at borrowers.
Critics charge the market is
susceptible to manipulation
and destructive speculation
about companies’ creditwor-
thiness.

“It is obvious that this
has to be seen as another
step towards regulating the

over-the-counter market,”
Philip Gisdakis, head of
credit strategy at UniCredit
SpA, said in a note to clients
Tuesday.

Credit derivatives essen-
tially work like insurance
contracts, paying off for the
buyer if the underlying debt
goes into default. The instru-
ments exploded in popular-
ity over the past decade be-
cause they offered banks,
hedge funds and others a
way to place bets on the cred-
itworthiness of companies,

mortgage holders and even
countries.

Rising prices for credit
protection set off alarm bells
about troubled financial in-
stitutions such as Lehman
Brothers Holdings Inc. dur-
ing the crisis. Since trading
generally takes place over
the counter—for the most
part directly between banks
and brokers—regulators
worry it is hard to tell who is
doing what in the market.

Regulators also are con-
Please turn to page 31
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Intellectual-property
rights can help save the
environment. Page 13
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Leading the News: U.S. businesses continue to slash inventories
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Testing the British public’s patience for war

By Clare Connaghan, Neil
Shah and Emily Barrett

By Susanne Craig

And Aaron Lucchetti

In one of the biggest mar-
ket-share grabs in Wall
Street history, Goldman
Sachs Group Inc. saw its
profit swell by 65% to $3.44
billion at a time when many
of its competitors are strug-
gling to survive.

The firm’s stellar earn-
ings, which include record
net revenue of $13.76 billion
and the sixth-largest quar-
terly profit in the firm’s 10
years as a publicly traded
company, were fueled by in-
creased business and better
spreads across the board as
rivals like Lehman Brothers
Holdings Inc. and Bear
Stearns Cos. have disap-
peared and others like Citi-
group Inc. have stumbled,
leaving billions of dollars in
business up for grabs.

Giving it another leg up,
Goldman is one of a handful
of firms that recently freed it-
self from the government’s
grip, repaying the federal
loan it accepted in the fall of
2008 when the financial cri-
sis reached fever pitch.

“Right now, they’re one of
only a few people on the
beach, so they’re getting all
the girls,” says Roy Smith, a
finance professor at New
York University and a former
Goldman partner. “It’s about
to get more crowded,
though.”

He points to rival firms
that also have paid back the
government loans, such as
J.P. Morgan Chase & Co. and
Morgan Stanley, as well as to
smaller boutique firms and
foreign banks that have

Please turn to page 31

Goldman
net leaps;
bonuses
set to soar

By Peter Lattman

Administrators represent-
ing Lehman Brothers Hold-
ings Inc.’s main European unit
have set forth a plan to return
about $12 billion in client
funds that have been in legal
limbo since the investment
bank collapsed last September.

Under the U.K. court filing
expected to be made Wednes-
day, roughly 1,000 clients still
owed money by Lehman’s Eu-
ropean arm have until the end
of 2009 to submit their
claims. The plan, which re-
quires court approval, targets
the first quarter of 2010 for
those assets to be returned.

“This scheme will allow
our clients to get finality on
their financial positions,”
said Steven Pearson, an ad-
ministrator of the unit, called
Lehman Brothers Interna-
tional Europe, and a partner
at PricewaterhouseCoopers.

Lehman Brothers’ Chapter
11 filing spawned financial
chaos across the globe, as
nearly 80 Lehman subsidiaries
world-wide were forced to
fold. When Lehman filed for le-
gal protection from creditors
in the U.K., many client assets
held in custody there were es-
sentially frozen under the
court proceeding. A number of
those clients were hedge funds
that maintained Lehman ac-
counts for holding bonds,
stocks, and other securities.

The protracted process of
identifying clients’ claims and
returning assets raised the ire
of these clients, several of
which filed lawsuits against
Lehman to reclaim their funds.

The administrator has re-
turned about $14 billion of $32
billion in total client assets.
Those funds were distributed
to only about 35 of Lehman’s
largest clients, mostly large fi-
nancial institutions and hedge

funds.Thatleftnearly1,000cli-
ents that are still owed money
by Lehman’s European arm.

Complicating matters,
roughly $7 billion of Euro-
pean client assets remains
tied up with Lehman’s U.S. op-
erations. The European unit is
continuingto negotiate the re-
lease of those assets.

Mr. Pearson worked with a
creditors’ committee, includ-
ing Ramius LLC and GLG Part-
ners Inc., to devise a plan to
return the assets.

Earlier this year, Lehman’s
U.S. estate pushed for an inter-
national framework for coordi-
nating bankruptcy proceed-
ings. That global protocol was
approved by the court in June
andsigned by nearly every Leh-
man subsidiary. Lehman Broth-
ers International chose not to
participate in the international
agreement, saying it lacks prac-
ticality and they are governed
by their own local rules.

Inside

British Airways said it is ex-
ploring a convertible bond
issue to raise funds to help
it through an industry down-
turn. It also predicted premium
air traffic, a key part of its
business, may never fully re-
cover from the slump. Page 3

n European governments
are bolstering their powers
to take over troubled finan-
cial institutions that might
cripple the economy if they
go bankrupt. Page 17

n The EU Parliament elected
Polish ex-premier Buzek as
president, showing solidarity
with Eastern Europe. Page 8

n U.S. stocks mustered only
small gains despite strong
earnings from Goldman
Sachs. European shares rose
for a second session. Page 18

n Britain prepared to roll
out a large-scale vaccination
program to protect against
the swine flu virus. Page 30

n Italy’s Edison agreed to
build a natural-gas pipeline
linking Greece to Bulgaria, to
help reduce Bulgaria’s reliance
on Russian gas. Page 29

n UBS said it sees encourag-
ing signs for its second-quar-
ter performance. Page 18

n Exxon Mobil plans to part-
ner with Synthetic Genom-
ics, spending $600 million in
an effort to develop biofuels
from algae. Page 29

n The U.K.’s inflation rate
dropped below the BOE’s 2%
target in June for the first time
in nearly two years. Page 9

n Dell said global technology
spending is weak and likely
will remain so as firms delay
computer purchases. Page 5

n Steven Rattner, the chief
architect of the U.S. bailouts
of GM and Chrysler, is leav-
ing after less than six
months on the job. Page 9

n South African unions re-
jected new pay offers for
miners and paper and chemi-
cal workers. Page 6

n Liberian ex-leader Taylor
testified at his war-crimes
trial, denying he commanded
rebels who killed and tor-
tured civilians in Sierra Leone.

n Two French security advis-
ers on a mission to train So-
mali forces were kidnapped
at a hotel where they had
checked in as journalists.

n Iran hanged 13 members of
a Sunni rebel group convicted
of bombings and killings in the
southeast, state media said.
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Wall Street has come
back to life. Actually, per-
haps just Broad Street, the
home of Goldman Sachs
Group, which Tuesday re-
ported blowout profits. And
even there, the strong re-
sults came on the back of
greater risk taking.

Goldman’s shining re-
sults were pretty much an-
ticipated, reflected in the
fact that its shares fell
slightly Tuesday. The firm
made big money in the first
quarter by putting capital to
work amid a markets re-
vival. Investors saw that
trend was continuing in the
second quarter on an even
greater scale. Goldman re-
ported net income of
$2.7 billion on record net
revenue of $13.8 billion.

The numbers raise two
big questions: Are they sus-
tainable and do they sug-
gest the financial system is
on the mend?

On the first, Goldman rec-
ognized early that senti-
ment was shifting. It didn’t
shrink from using its bal-
ance sheet to make markets
for clients stampeding back
into recovering markets.
And Goldman appears to
have booked solid propri-

etary-trading profits along-
side increased client activ-
ity. Full marks for timing.

But Goldman swung for
the fences to post these sec-
ond-quarter numbers, judg-
ing by its value-at-risk, an
industry risk measure that
estimates the one-day loss
on trading positions in cer-
tain adverse conditions.
Granted, VaR is an imper-
fect and narrow measure, it
is hard to reconcile across
firms and it gave no warn-
ing of the huge recent
losses at banks. But the big

gap between Goldman’s lat-
est VaR and first-quarter
numbers from other firms is
raising eyebrows.

In the second quarter,
Goldman’s VaR climbed to
$245 million, its highest
quarterly level since the
firm went public in 1999. At
Morgan Stanley, VaR was
$142 million in the first
quarter, while J.P. Morgan
Chase’s trading VaR was
$190 million.

This risk stance could
work out for Goldman if
market conditions continue
to improve or mirror second-

quarter conditions. How-
ever, Goldman has increased
VaR the most in equities,
and stock markets have
weakened so far this quar-
ter, notes Michael Hecht at
JMP Securities. In addition,
credit markets could easily
swoon again, especially if
government programs
aimed at shoring up bond
prices lose their impact.

True, having a bank the
size of Goldman doing well
adds to confidence. But
some of Goldman’s figures
suggest the financial system
is still in deep trouble. For
instance, the valuations
Goldman has placed on its
commercial-real-estate debt
should spook banks that
have taken few hits on this
asset class so far.

The bank said its com-
mercial-real-estate securi-
ties and loans are now
marked at about half their
par value, implying big
losses are in store for the
wider banking system. It
also shows this important
asset hasn’t responded to
the liquidity unleashed into
the system by central banks.

The crisis continues, ex-
cept, maybe, on Broad
Street.
 —Peter Eavis

Bank of England deputy
governor Charlie Bean is
touring the U.K. this week to
explain the wonders of quan-
titative easing. Hanging on
his every word will be the
government-bond market,
where gilt prices are increas-
ingly driven by BOE pur-
chases. Just last week cer-
tain gilt issues swung wildly
after the BOE surprisingly
decided not to increase its
bond purchases above
£125 billion ($203 billion).

Quantitative easing
causes a problem. The bond
market is both the direct
conduit for the BOE to carry
out its unconventional pol-
icy and the judge of its likeli-
hood of success. Many had
assumed that the BOE
would increase total pur-
chases under the program
to the £150 billion autho-
rized by the U.K. Treasury.
When the bank merely said
it would continue with the
£125 billion already commit-
ted to and review the pro-
gram again in August, tur-
moil ensued: 10-year gilt
yields rose 0.18 percentage
point on the day to 3.78%
last Thursday, a huge move.

By Monday, Mr. Bean was
saying that it was too soon
to call an end to asset pur-

chases, sending gilt yields
back down by 0.06 percent-
age point. The BOE may sim-
ply have been trying to keep
its options open and leave
monetary policy on hold. It
will have new inflation pro-
jections by the time the
Monetary Policy Committee
meets in August on which to
base its next decision.

But in a market where
prices for certain securities
have become heavily depen-
dent on whether the BOE is
buying them or not, “on
hold” is a difficult concept
to communicate. The policy
committee is likely to have
been aware of the market’s
expectations, and of the po-
tential reaction to not fol-
lowing through—a de facto
tightening of monetary
conditions.

That leaves an anomaly
in the gilt market. The BOE
is emphasizing that it will
be months before it is clear
whether quantitative easing
is helping the economy. Yet
the long-dated gilt market
is looking only as far ahead
as Aug. 6, when the next
quantitative-easing decision
is due. Expect volatility—
and intense scrutiny of any
BOE comments—until then.
 —Richard Barley

Waiting and wonderingGoldman profit is up—risk, too

Judge Sotomayor defends her impartiality
U.S. court nominee
discusses remarks
about ‘wise Latina’

By Naftali Bendavid

Judge Sonia Sotomayor insisted
that a series of comments she has
made over the years on the impor-
tance of a judge’s background and
experiences don’t detract from her
commitment to impartial law.

“Life experiences have to influ-
ence you,” Judge Sotomayor told
Sen. Jeff Sessions of Alabama, who
was the first Republican to ques-
tion the Supreme Court nominee.
“We’re not robots when we hear evi-
dence who don’t have feelings.…We
have to examine those influences
and set them aside. That’s all I was
saying.”

Mr. Sessions, the top Republican
on the Judiciary Committee, is a
former prosecutor, and at times he
sounded prosecutorial as he com-
pared Judge Sotomayor’s past com-
ments to her assertions this week
that her prejudices never affect her
rulings. “I’m very concerned that
what you’re saying today is inconsis-
tent” with an earlier comment that
she “willingly accepts” that preju-
dices, sympathies and experiences
affect her judging, Mr. Sessions
said.

Judge Sotomayor explained that
comment by saying, “I think the sys-
tem is strengthened when judges
don’t assume they’re impartial, but
when judges test themselves to iden-
tify when their emotions are driving
a result, or their experiences are
driving the result, not the law.”

Judge Sotomayor delivered her
answers in a measured, deliberate
tone. However, her responses didn’t
appear to satisfy Mr. Sessions, who
pronounced himself “troubled” by
her comments and unpersuaded by
some of her answers.

He asked, for example, about a
comment she made several years
ago questioning whether achieving
impartiality was possible at all.
“Life experiences do influence
us—in good ways,” the judge re-
sponded. “That can affect what we
see and how we feel. But that’s not
what drives the result. Impartiality
is an understanding that the law is
what commands the result.…Most
of my speech was an academic dis-
cussion.”

She repeatedly emphasized her
central point that her rulings show
no hint of bias. But she did acknowl-
edge that some of her statements
have been inartful. On the now-fa-
mous comment that a “wise Latina”
would often reach a better judicial
conclusion than a white man, Ms. So-
tomayor conceded, “I was using a
rhetorical flourish that fell
flat.…My play fell flat. It was
bad.…It’s clearly not what I do as a
judge. It’s not what I intended.”

Mr. Sessions also questioned
Judge Sotomayor closely on a case
involving the decision of the city of
New Haven, Conn., to throw out the
results of a firefighter promotion
test when whites performed far bet-
ter than minorities. “Do you think
that Frank Ricci felt their concerns
were appropriately understood and
acknowledged?” Mr. Sessions
asked, referring to the plaintiff in
the case. “We were very sympa-
thetic,” Judge Sotomayor an-

swered. “We understood the efforts
they made in taking the test. We
said as much.”

Judge Sotomayor was part of a
three-judge panel that upheld the
city’s decision. The Supreme Court
recently overruled the opinion of
Judge Sotomayor and the other two
judges in the case, Ricci v. DeSte-
fano.

Earlier in the hearing, the judge
told Sen. Patrick Leahy (D., Vt.),
chairman of the Judiciary Commit-
tee, that she had little choice but to
rule against the firefighters be-
cause she was faithfully following
precedent. “The panel, made up of
myself and two other judges, de-
cided that case on the basis of a very
thorough, 78-page decision by the
district court, and on the basis of
precedent,” she said. “The question
was not what we would do, because
we were following precedent.”

President Barack Obama nomi-
nated Judge Sotomayor to the high
court in late May to succeed the re-
tiring Justice David Souter. Nomi-
nees to the nine-person Supreme
Court are appointed by the U.S. pres-
ident to life terms but must be first
approved by a majority of senators.
With Democrats controlling 60 of
the 100 Senate seats, Judge Soto-
mayor is widely expected to be con-
firmed, but lawmakers from the op-
position Republicans are likely to
challenge the nominee on her
record and some of her past com-
ments.

The judge also said she consid-
ers the question of abortion rights
settled precedent and said there is a
constitutional right to privacy.

Judge Sotomayor was asked
how she felt about the landmark
Roe v. Wade ruling legalizing abor-
tion in 1973. She said “there is a
right of privacy. The court has

found it in various places in the Con-
stitution.”

The judge added that this right
is stated in the Fourth Amendment
protection against unreasonable
search and seizure and in the 14th
Amendment guaranteeing equal
protection of the law. She declined
to say pointblank if she agreed with
the high court’s precedent on this
volatile issue.

On gun rights, Sen. Orrin Hatch
(R., Utah) questioned Judge Soto-
mayor on a comment in one of her
opinions that the right to gun own-
ership was “not fundamental,” and
that the Second Amendment ap-
plied to the federal government but
not the states.

Judge Sotomayor said the term
“not fundamental” was a technical
one, not a general comment on the
importance of the right to bear
arms. And the ruling that the Sec-
ond Amendment didn’t apply to the
states, she added, “was based on
precedents and the holding that pre-
cedents did not apply to the states.”

Gun rights haven’t been an issue
in recent Supreme Court confirma-
tion battles, because the Supreme
Court hadn’t tackled a major Sec-
ond Amendment case in decades.
But that has changed with the
court’s recent decision in the Heller
case, finding that the right to bear
arms was an individual right and
not a collective one.

Judge Sotomayor also hinted
she would favor bringing cameras
into the Supreme Court, where the
justice she would succeed, David
Souter, once said they would enter
“over my dead body.” Responding
to Sen. Herb Kohl (D., Wis.), she said
she had “positive experiences with
cameras” during some trial runs in
the lower courts.

Sources: the company; WSJ Market Data Group 
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November year-end for previous years.

100%    

75

50

25

0

–25

–50

    $250 million

200

150

100

50

0
2005 ’06 J F M A M J J’07 ’08 ’09*

Shooting VaR

Morgan Stanley

Goldman
Sachs

J.P. Morgan
Chase

Goldman Sachs’ average daily
Value-at-Risk

Share performance,
daily data

Sonia Sotomayor, addressing U.S. senators Tuesday, emphasized that her rulings show
no hint of bias. But she acknowledged that some of her statements have been inartful.
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Signs of a turnaround have yet to arrive
U.S. consumers keep
a lid on spending
as inventories slide

This index of businesses mentioned in today’s issue of The Wall Street Journal Europe is intended to include all significant references to compa-
nies. First reference to these companies appear in boldface type in all articles except those on page one and the editorial pages.

By Alex Frangos

And Elizabeth Holmes

If U.S. businesses add merchan-
dise to store shelves again and con-
sumers gobble up the goods, the
signs of an economic turnaround
have arrived. They aren’t here yet.

U.S. retail sales rose in June,
but mostly because of higher gaso-
line prices and volatile auto sales,
the Commerce Department re-
ported Tuesday. Meantime, busi-
nesses continued to slash invento-
ries. While inventory reductions
drive down economic growth be-
cause it means companies aren’t
making new things, the continued
destocking raises the hope that
companies are getting closer to
having to turn around and restart
production, giving the economy a
jolt.

Retail sales climbed 0.6% in
May from a month earlier on a sea-
sonally adjusted basis to $342.1 bil-
lion, according to the Commerce
Department. Excluding gas and au-
tos, retail sales actually declined
for the fourth consecutive month.
High unemployment combined
with stagnant wage growth is forc-
ing prolonged thriftiness among
consumers.

Holding back on spending is
likely to persist in the second half
of the year, even as some econo-
mists predict the economy will be-
gin to grow again. “People will con-
tinue to prioritize spending until
income growth comes back—until
mid-2010 at the earliest,” said

Adam York, an economist at Wells
Fargo. “People will have to be re-
ally careful about where they are
spending. Eating out, recreation
will continue to be tough.”

That shift in consumer behavior
is prompting retailers to keep
stocks of goods low, seeking to
avoid another discount bloodbath
like last year, where they were
forced to liquidate merchandise in
order to raise cash.

In managing inventory, compa-
nies are carefully streamlining to
highlight strong sellers and drop
duds in preparation for the back-to-
school and end-of-year holiday sell-
ing seasons.

Terry Lundgren, president and
chief executive of Macy’s Inc., said
in an interview that he doesn’t ex-
pect a repeat of the panic promo-
tions from last year, because sup-
ply and demand are “relatively at
parity again.”

“There will not be the same
level of promotions to clear inven-
tory” as there was last year, Mr.
Lundgren said.

Meanwhile, companies are con-
tinuing to pare inventory. Busi-
nesses cut inventories 1% in May
from the month earlier on a season-
ally adjusted basis to $1.368 tril-
lion, according to the Commerce
Department. That follows a 1.3% de-
cline in April. Inventories are
down 8% from a year earlier.

The hope among more optimis-
tic analysts is that eventually busi-
nesses—and consumers—will
work through their stocks of goods
and be forced to procure new
goods again.

“Low inventories will contrib-
ute to increased production, which
will bring people back to work,”
said Robert Dye, an economist at
PNC Financial Services. “The
groundwork is being put in place,

and we’ll see that cycle re-engage”
in the second half of the year, he
said.

Aluminum titan Alcoa Inc. told
investors last week that it has re-
duced inventories 23% since the
start of the year. Audio equipment
maker Audiovox Corp. has reduced
its inventory by 25% since this
time last year, according to com-
pany financial results.

Now the question is, with the
number of products on warehouse
and store shelves relatively low,
will businesses ramp up produc-
tion in the expectation that con-
sumers will soon boost spending?

Some businesses say restocking
could begin soon. Rick Gold, chief
executive of wireless equipment
manufacturer CalAmp Corp.,
thinks the cutting is over, and his
customers are beginning to wade
back into purchasing again. “The in-
ventory correction in the markets
we serve is done,” he said. CalAmp,
based in Oxnard, Calif., had $98 mil-
lion in revenue last year. It cut in-
ventory for the fifth quarter in a
row in the period ended May 31. Its
stock of equipment declined by
6.5%. “Now we are seeing the de-
mand from the end user,” Mr. Gold
said.

Retailers that began cutting in-
ventory early, and are easing back
now, are in the best position to
take advantage of a possible re-
bound, said Rick Darling, president
of the U.S. division of Li & Fung
Ltd., a large manager of retail sup-

ply chains.
Kohl’s Corp., for example, ag-

gressively cut inventory levels
early and has more recently been
actively restocking goods, Mr. Dar-
ling said.

Lower inventory means compa-
nies run the risk of being out of
stock on popular items. To in-
crease the speed of replenishment
and decrease costs, some sellers
are narrowing their assortment of
materials or customer choices.

Clothing retailer Aeropostale
Inc. has cut down on the number of
different fabrics it uses. By having
a smaller range of fabric, Aero-
postale can be more flexible in the
use of its materials and restock
more quickly, said Mindy Meads,
the company’s president.

Sealy Corp., the large mattress
manufacturer, has reduced its in-
ventory by cutting out some of the
choices it provides consumers,
such as different quilting patterns
on mattress borders.

Another wild card in the eco-
nomic recovery is energy. Gasoline
prices sent wholesale prices
sharply higher in June. The pro-
ducer price index rose 1.8%, com-
pared with a month earlier, though
it is still 4.6% off from a year ago,
according to Labor Department
numbers released Tuesday.

Economists downplayed the
spike as oil prices have since re-
treated sharply from their highs
and remain well below the year-
earlier levels.

By Doug Cameron

Monsanto Co. has revived plans
to develop higher-yielding wheat
seeds, five years after dropping re-
search into the crop amid concerns
that genetically modified varieties
could hinder U.S. exports to markets
opposed to biotech farming.

The world’s largest seed pro-
ducer by revenue said Tuesday it ac-
quired the assets of U.S. wheat-seed
developer WestBred LLC for $45
million, as part of a long-term pro-

gram to develop more drought-resis-
tant strains. WestBred specializes
in wheat germplasm, the crop’s seed
genetic material.

The company won’t try to de-
velop genetically modified wheat
seeds resistant to its Roundup herbi-
cide, a plan it dropped in 2004,
though it will “explore herbicide-tol-
erant and disease-resistant biotech
traits.”

Wider resistance to genetically
modified crops has crimped interest
from seed developers and farmers.
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Pumped up by gasoline prices
Change from previous month in U.S. retail and food sales, with and without 
sales of gasoline, motor vehicles and car parts

U.S. retail and food sales rise… But not when auto-related sales
are subtracted from the total

Source: U.S. Commerce Department
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U.S. probes CDS market
cerned that some parties may be
taking on more risk than they can
support. American International
Group Inc., for instance, ultimately
needed a government rescue in
part because it couldn’t support
huge obligations incurred by a unit
that sold credit protection on com-
plex securities.

Those concerns could turn into
big profits for regulated deriva-
tives exchanges like CME Group
Inc., which are currently shut out
of the lucrative trade in credit-de-
fault swaps, or CDS.

In May, the U.S. proposed giving
the Securities and Exchange Com-
mission and the Commodity Fu-
tures Trading Commission author-
ity to require certain derivatives
trades to be “cleared”—a guaran-
tee function many exchanges pro-
vide in case one of the trading par-
ties defaults. Trading of more stan-
dardized derivatives could also be
pushed onto regulated exchanges
outright.

Earlier this month, the Euro-
pean Commission outlined similar
measures it is considering to limit
the risk the derivatives market
poses to the European financial sys-
tem.

Markit, the financial informa-
tion company that runs the iTraxx
Europe and CDX U.S. corporate CDS
indexes, occupies a central posi-
tion in the market, providing data
and developing benchmark in-
dexes. Shareholders include J.P.
Morgan Chase & Co., Goldman
Sachs Group Inc., Citigroup Inc.,
Deutsche Bank AG, Bank of Amer-
ica Corp., Barclays PLC, UBS AG,
Morgan Stanley and others.

Markit has helped fuel the spec-
tacular rise of the credit-deriva-
tives industry in recent years by
making prices more visible to inves-

tors and allowing them more ways
to hedge risks and make specula-
tive bets.

Founded by former bank credit-
trading executive Lance Uggla in
2001, Markit collects price data
from derivatives dealers and sells
that information to clients, includ-
ing hedge funds. That has revolu-
tionized the market. Previously, in-
vestors had little insight into
prices of contracts that are traded
between investors rather than on a
public exchange.

But Markit’s innovations have
also been something of a double-
edged sword for credit markets dur-
ing the crisis. On one hand, their
pricing information and array of
CDS indexes help make the mar-
ket’s movements more visible. At
the same time, those same indexes
have been criticized for allowing
banks and hedge funds to make
more speculative bets, potentially
increasing volatility.

The company is continuing to
wade into new product areas. By
September, investors will be able
to make bets on the creditworthi-
ness of a basket of 15 Western Euro-
pean countries via a new index, the
Markit iTraxx SovX Western Eu-
rope index. They can already buy
and sell CDS on individual coun-
tries.

The Department of Justice in-
vestigation is the latest sign that
regulators in the U.S. are starting
to crack down on the $38 trillion
CDS market in a bid to protect the
financial system. In May, the SEC
filed its first insider-trading case
related to CDS, having paid rela-
tively little attention to the market
during the credit boom. Dozens of
derivatives-related investigations
are under way.
 —Sonja Cheung

contributed to this article.
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Goldman quarterly net leaps 65%; bonuses set to soar

U.S. shifts focus to auto parts

FROM PAGE ONE

hired trading talent from Wall
Street firms since the crisis intensi-
fied last fall and may begin to show
meaningful results.

Still, Goldman’s latest earnings
cement its reputation as one of the
savviest traders and risk takers on
Wall Street and puts pressure on ri-
vals like Morgan Stanley and J.P.
Morgan to show similar results.
Goldman earnings climbed to
$4.93 a share, from $4.58 a year
ago. Analysts surveyed by Thom-
son Reuters expected earnings of
$3.48 a share.

Goldman’s shares, which have
risen sharply over the past week in
anticipation of its earnings report,
fell 49 cents, or 0.3%, to $148.95 in
late New York Stock Exchange com-
posite trading.

In an interview, Goldman Sachs
Chief Financial Officer David Vin-
iar acknowledged the apparent gap
between Goldman’s results and
much of the rest of the economy,
which is still struggling to regain
its footing. “We are not feeling
great about the economy,” he said.
“But our clients need to trade and
need to hedge and need risk-man-
agement services, which gives us
business.”

Goldman’s equity and fixed-in-
come, currency and commodities di-
visions posted record results and ac-
counted for 75% of the firm’s net rev-
enue. Trading in credit products, in-
terest-rate products and currencies
was particularly strong, as was
stock trading in general.

While Goldman is perhaps best
known for its smart proprietary
bets—putting its own capital on
the line to make bets on everything
from the direction of interest rates
to the Japanese yen—it said Tues-
day that the bulk of its second-quar-
ter profit came from increased cli-
ent trading in these various prod-
uct lines. It makes money charging
commissions but more often by tak-
ing so-called principal risk, buying
a security from a client and then
hopefully turning around down the
road and selling it at a profit.

The firm also logged gains from
a number of investments, includ-
ing a $948 million gain from its
stake in Industrial & Commercial
Bank of China Ltd. This helped off-
set a 15% year-over-year drop in in-
vestment-banking net revenue,
which fell to $1.44 billion, and a
loss of $499 million from various
commercial real-estate invest-
ments.

The strong quarter puts Gold-
man employees in line for an im-
pressive payday when the firm
doles out bonuses in December. So
far, the firm has set aside $11.36 bil-
lion for compensation and bene-
fits, up 33% from 2008 and enough
to pay each employee $386,429 for
the period. If Goldman continues
to accrue compensation at this
rate, Goldman employees are on
track to make an average of about
$770,000 apiece, the largest per-
person payout in Goldman’s his-
tory.

Such payouts would come in the

wake of an uproar over the past
year about outsized pay packages
on Wall Street, where many execu-
tives who were responsible for
packaging and selling the mort-
gage assets that crippled the econ-
omy in 2008 were paid hand-
somely, despite the resulting
losses and subsequent billions of
dollars in taxpayer funds used to as-
sist many of them.

In 2008, Goldman Chairman
and Chief Executive Lloyd Blank-
fein, who made $67.9 million in
stock and cash in 2007, received
$600,000 in base pay and no bo-
nus. Mr. Viniar said Tuesday that
Goldman has a “pay-for-perform-
ance culture,” and its employees
should expect that if 2009 ends as
it has begun, they will be paid well

when bonuses are handed out.
As it made its money in the sec-

ond quarter, Goldman ramped up
its risk. At the end of the quarter,
the firm has a 95% VAR, or value at
risk, which means that it can lose
more than $245 million in a single
day every five of 100 days. The big-
gest increase from a year ago was
in interest-rate bets, which
climbed to $205 million when the
quarter ended June 26, from $144
million a year earlier and $218 mil-
lion in the previous quarter. Equity
price VAR was up 58% in the quar-
ter to $60 million from the first
quarter but down from $79 million
in the year-earlier period.

At the same, Goldman reduced
its gross leverage ratio, or the mul-
tiple by which its borrowings ex-
ceed its equity. That fell to 14.2 at
the end of the quarter, from 27.9 at
the beginning of 2008, before the
fall of Bear Stearns and when the
problems in the mortgage market
were just beginning to appear.
Goldman now borrows $14.2 for ev-
ery dollar of equity, making it
harder to keep up the returns it
made when it was borrowing $27.9
for every $1 of equity.

“Goldman produced these re-
sults on half the leverage and no
one believed they could,” said Tom
Marsico, founder of Marsico Capi-
tal Management, which owns 13
million shares of Goldman.

Data show Goldman has gained
market share as rivals like Lehman
have disappeared. In the second
quarter, the firm ranked No. 2 in

revenue derived from global eq-
uity underwriting with a 12% mar-
ket share, trailing only J.P. Morgan,
according to data provider Dea-
logic. In the second quarter of
2007, Goldman ranked No. 5, be-
hind J.P. Morgan, UBS, Morgan
Stanley and Merrill Lynch, now
part of Bank of America.

Leading such stock deals often
leads to more business for the
firm’s trading desks. Goldman’s
stock-trading division posted net
revenue of $3.2 billion during the
quarter, up 59% from the first quar-
ter and 28% from the quarter
ended May 30, 2008.

Similarly Goldman rose to fifth
in U.S. debt underwriting revenue,
from seventh in the second quarter
of 2007 and sixth a year ago, sur-
passing Wells Fargo and the com-
bined results of Barclays Capital
and Lehman Brothers. Parent Bar-
clays PLC acquired parts of Leh-
man Brothers after the New York
firm filed for protection from its
creditors under the bankruptcy
code last September.

While the market for mergers
and acquisitions stayed relatively
cool for the quarter, Goldman
helped lead a variety of bond deals
including a $6.9 billion debt offer-
ing from California in April. The
state raised the bulk of it under a
new federal stimulus program de-
signed to encourage infrastructure
projects.
 —Scott Patterson

contributed to this article.
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Surprise, surprise
Goldman Sachs Group’s net 
profit/loss, in billions
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By Mike Spector

And Josh Mitchell

The Obama administration used
bankruptcy court to quickly restruc-
ture General Motors Co. and
Chrysler Group LLC. But how the
two auto giants will fare could de-
pend on how the government
spends the rest of the summer man-
aging the carnage in another sec-
tor: the vast network of auto-parts
suppliers.

The parts sector employs about
587,000 people, and it posted sales
of $139 billion last year, according
to Smart Cube Inc., a global re-
search firm. But production cut-
backs by auto makers have
squeezed the suppliers, and the
U.S. has rejected the parts makers’
pleas for $10 billion in additional
aid. That has stoked fears among in-
dustry officials that the next few
months could be rife with addi-
tional supplier bankruptcies and
other woes.

Indeed, last week Lear Corp., a
maker of car seats and electronics,
sought Chapter 11 protection amid
an unsustainable debt load. And
Monday, the company flew salaried
workers to its Arlington, Texas,
seating plant to maintain produc-
tion after barring union workers
from the facility Friday. Lear and
the United Auto Workers union
have been in heated contract talks
at the plant.

Also Monday, Ford Motor Co.
joined General Motors Co. in oppos-
ing an $80.1 million bonus package
proposed in bankruptcy filings by
its key auto-parts supplier, Visteon
Corp. Visteon has said that Ford
promised $125 million to fund its re-
organization if Visteon secured ad-
ditional financing, and GM said it
and other car makers were in talks
to provide that aid.

The health of parts makers is cru-
cialtotheadministration’seffortstore-
makeGMandChrysler.Onesupplierof-
ten provides parts to a variety of car
companies. Industry-wide auto sales
aretrackingabout9.7millionlightvehi-
cles a year, down from 13.2 million last
year and a peak of 17 million cars and
trucksearlierinthedecade.Partsmak-
ers’ revenue dropped about 4.3% last
year after rising steadily to around
$145 billion in 2007.

The failure of just one supplier
could disrupt parts shipments,crimp-
ing auto production and forcing plant
closures. In addition to Lear, strapped
suppliers include American Axle &
Manufacturing Holdings Inc., Accu-
ride Corp., TRW Automotive Hold-
ings Corp., Tenneco Inc. and Cooper
Tire& Rubber Co.

The current strategy of Presi-
dent Barack Obama’s auto task
force amounts to a small-scale Leh-
man Brothers-style experiment: Al-
low some suppliers to fail to spur
necessary consolidation, and defer
to GM and other auto makers to
prop up companies crucial to the in-
dustry’s survival.

The government is “not scared
of suppliers going bankrupt,”
wrote J.P. Morgan Chase & Co. ana-
lyst Himanshu Patel in a recent in-
vestors’ note, citing a conversation
with Treasury officials. The task
force, Mr. Patel wrote, “simply
wants to avoid uncontrolled supply
chain disruptions.”

The administration also ap-
pears confident that private capital
is working its way back into the sys-
tem, diminishing the need for aid.
Lear, for instance, lined up $500
million in bankruptcy financing
from J.P. Morgan and Citigroup
Inc., among others.

“The market is working” with re-
spect to auto-parts suppliers,
Steven Rattner, who headed the ad-

ministration’s auto task force, said
during a recent call with reporters.
“We can’t help every company and
every part of this industry. We only
want to step in when the market-
place can’t function.” Mr. Rattner
stepped down from his post Mon-
day, and will be replaced by Ron
Bloom, a former adviser to the
United Steelworkers union.

While the administration may
not extend further loans to the
parts sector, it will probably prop
up certain companies indirectly.
GM, for example, is currently sub-
sisting on taxpayer funds and could
be forced to pump money into criti-
cal suppliers on the financial brink.
The auto maker plans to use govern-
ment money to back a private-eq-
uity firm’s plan to buy Delphi Corp.,
its largest supplier, out of bank-
ruptcy. GM needs Delphi, which
makes electronic and powertrain
systems, to remain viable.

Some worry the administra-
tion’s approach represents a big
gamble. Many large suppliers de-
pend on smaller “tier two” and
“tier three” parts makers. If large
suppliers go bankrupt and stop pay-
ments to the smaller companies,
the smaller suppliers could fail, rip-
pling through the supply chain.

A disorderly consolidation of
the auto-parts industry could
wreak havoc on the broader econ-
omy, said Craig Fitzgerald, a part-
ner at consulting firm Plante & Mo-
ran PLLC. “It really has a risk of just
a domino cascading out of control,”
he said. “If that happens, I think it
will be difficult to provide relief
fast enough.”

Industry officials say a $5 bil-
lion government program created
earlier this year to guarantee pay-
ments to suppliers has had a lim-
ited impact, in part because parts
makers can’t afford the participa-
tion fees of 2% or 3%.
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Union activitists protested what they saw as poor leadership of British Airways
executives by displaying lemmings outside the shareholder meeting.

BA faces world with less premium travel
Airline contemplates
a convertible bond
to get it past crisis

By Steve McGrath

And Kaveri

Niththyananthan

LONDON—British Airways PLC
said Tuesday it is exploring a con-
vertible bond issue to raise funds to
help it through an industry down-
turn. It also predicted premium air
traffic, a key part of its business, may
never fully recover from the slump.

“Ourcurrentliquidityis aboveour
desired minimum of 15% of reve-
nues,”BritishAirwaysChairmanMar-
tin Broughton said in a speech to the
company’s annual general meeting.
“However, an extended economic
downturn would be stretching.”

The unprofitable airline, which is
in talks with Spain’s Iberia Líneas
Aéreas de España SA about a
merger, said it didn’t believe market
conditions were right for a rights is-
sue. Issuing a convertible bond

would aid British Airways by allow-
ing it to avoid having to issue new
shares at the current deflated price.

Because such bonds give the
holder an option to buy company
stock, a convertible bond carries a
much lower interest rate than con-
ventional debt, making it a cheaper
way to raise debt financing. Another
advantage is that it doesn’t risk dilut-
ing the holdings of existing share-
holders as much as a rights issue, in
which a company offers holders the
chance to buy additional shares.

Air carriers world-wide have
been issuing stock and debt in recent
weeks to boost their cash cushions.

British Airways, which has been es-
pecially hard hit by the downturn be-
cause of its heavy reliance on pre-
mium trans-Atlantic traffic, has taken
several steps to trim its losses. They
include reducing capacity and jobs,
reaching lower pay deals with pilots
and engineers and asking employees
to take a month off without pay.

The airline also plans to cut capi-
tal spending to £580 million ($941.5
million) for the fiscal year ending in
March 2010 from an original target
of £725 million.

Chief Executive Willie Walsh is
trying to thrash out a deal with cabin-
crew personnel, who are angry the
airline is planning to employ more
short-term workers on lower sala-
ries. Current cabin-crew employees

worry this will lead to a change in the
airline’s employment practices.

Mr. Walsh, who was interrupted
by heckling from disgruntled employ-
ees at the meeting when he referred
to the need to reduce pay and costs,

insisted both sides were committed
to reaching a deal. Cabin-crew work-
ers have warned they could strike if
the airline tries to push through its
planned changes.

After posting a £375 million loss
for the year ended March 31, British
Airways faces several financial is-
sues, including a gaping pension-fund
deficit it expects to have grown by at
least £1.2 billion since September.

The airline warned the pension
funds’ trustees that it can’t afford to
increase its contribution to the funds,
and that a new funding plan would
have to be agreed on after the latest
actuarial review is completed. Mr.
Walsh said he would refer the matter
to Britain’s pension regulator if a deal
can’t be struck by June 2010.

British Airways said the current
downturn has led to a permanent
structural change in the air-travel
market, and that the likely long-term
reduction in premium traffic is a fun-
damental challenge to the company’s
businessmodel, as wellasa strongrea-
son to push ahead with a tie-up with
Iberia. Mr. Walsh said British Airways
wouldn’t accept less than a 53% stake
in a deal with the Spanish carrier.

LEADING THE NEWS
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Treatment options rise
for atrial fibrillation

U.K. aims for broad vaccination program
Officials scramble
to protect citizens
amid flu outbreak

By Jeanne Whalen

LONDON—The medical establish-
ment in Britain, the nation hardest
hit by swine flu outside North Amer-
ica, is scrambling to roll out a large-
scale vaccination program in an ef-
fort to protect its population
against a virus that threatens to
spread rapidly here in coming
weeks.

The state-run health system is de-
ciding whether to hire private con-
tractors to help doctors carry out
the vaccinations, as a recent jump in
phone calls and visits related to
swine flu has fueled concerns that
physicians won’t be able to keep up
with routine care, said Peter
Holden, a general practitioner who
represents the British Medical Asso-
ciation in pandemic-flu planning
with the government.

In his own practice in the Peak Dis-
trict in central England, Dr. Holden is
making plans for each doctor or
nurse to vaccinate between 30 and
40 people an hour. “There’ll be no
chitchat. It will be, ‘Are you allergic
to anything? Bang, in, out,’ ” he said.

It isn’t yet clear how many doses
will be needed per person, but many
flu experts believe it will be two.

Since the spring, 17 Britons have
died after being infected with the

H1N1 virus that is causing the swine-
flu pandemic, according to U.K. offi-
cials. The U.K. recently recorded its
first swine-flu death in an otherwise
healthy patient, an event that set off
further concern, even as other
deaths, including that of a six-year-
old girl last week, have gained atten-
tion.

As of July 6, there were 7,447 con-
firmed cases in the U.K., ranking the
country fourth in the world, behind
the U.S., Mexico and Canada, accord-
ing to the World Health Organiza-
tion’s most recent figures. World-
wide, 429 people have died from
swine flu and 94,512 have been in-
fected, according to the WHO.

The number of U.K. cases is sev-
eral times greater than in any other
European country. Ian Jones, profes-
sor of virology at the University of
Reading, says the U.K. has been hit
hard because many Britons were
traveling to Mexico and the U.S.
when the virus first appeared there.
Wendy Barclay, chair in influenza vi-
rology at Imperial College London,
said the U.K. also has a good surveil-
lance system that ensures that a
high percentage of infections are re-
ported.

The country has ordered enough
vaccine to cover all 60 million of the
country’s residents. The govern-
ment plans to offer everyone free
shots as soon as they become avail-
able, a Department of Health spokes-
woman said on Tuesday. It won’t re-
quire people to get the shots, but
will make vaccine available to every-
one, she said.

The health department expects
the first doses to arrive in the fall,
and will start vaccinating certain
groups first, including health-care
workers, pregnant women and chil-
dren. The U.K. expects enough vac-
cine for 30 million people, or about
half the population, to be available
by the end of the year, the health de-
partment spokeswoman said.

However, the H1N1 vaccine will
first need to be approved by the gov-
ernment, she added.

The companies supplying Britain
with the vaccine—GlaxoSmithKline
PLC and Baxter International
Inc.—have already won preliminary
approval for their pandemic vac-
cines from the European Medicines
Agency, or EMEA, Europe’s top medi-
cines regulator. Preliminary ap-
proval is possible because flu vac-
cines are generally made in the
same way, with the same basic ingre-
dients. The main element that
changes is the type of virus used in
the vaccine.

Because the companies have al-
ready supplied the EMEA with plen-
tiful data on their vaccine ingredi-
ents and won preliminary ap-
proval, it shouldn’t take the
agency long to review their com-
pleted H1N1 shots, an EMEA
spokeswoman said on Tuesday.
The agency expects to receive
more information from the compa-
nies around the end of September,
and could make a decision within
five days after that, she said.

The U.S. is also making plans for
a voluntary vaccination program.

Health and Human Services Secre-
tary Kathleen Sebelius said last
week that as many as 100 million
doses of vaccine would be available
in the U.S. by mid-October.

U.S. health officials have said clin-
ical trials must be conducted first to
be sure the vaccine is safe and effec-
tive. They expect those trials to get
underway in early August, with
some results in early October.

Earlier this month, U.K. Health
Secretary Andy Burnham said that
if current infection rates continue,
new swine flu infections could rise

to 100,000 a day by the end of Au-
gust. But he stressed that this was a
projection, and also that the vast
majority of cases so far have been
mild.

Dr. Jones said he didn’t think in-
fection rates would grow as quickly
as the health minister projected, but
that the U.K. could have half a mil-
lion cases by the end of the year.
There is a good chance that many of
these cases will be mild, he said, be-
cause the H1N1 virus has shown lit-
tle evidence yet of becoming more
virulent.

A public awareness campaign or-
ganized by the Department of
Health has done a good job of teach-
ing people how to avoid infection,
which should help reduce infection
rates, he said. Ads telling people to
wash their hands frequently and
cover their sneezes have been run-
ning for months in women’s maga-
zines, bus stations, and on the Lon-
don Underground. They’ve also ap-
peared on supermarket trolleys and
ATM screens.

Prime Minister Gordon Brown
has called the U.K. one of the coun-
tries best prepared to cope with
swine flu. In addition to ordering
vaccine, the U.K. has stockpiled
enough antiviral medication, includ-
ing Tamiflu, to treat 50% of the popu-
lation, and is aiming to increase that
to 80%. Antivirals are used to reduce
symptoms in a person already in-
fected with the flu, while vaccines
are used to prevent infection.

HEALTH

Hot zones
Countries with over 1,000 cases of 
influenza H1N1, according to World 
Health Organization as of July 6

*U.K. government reported 17 deaths as of Tuesday
Source: WHO

U.S.
Mexico
Canada
U.K.
Chile
Australia
Argentina
Thailand
China
Japan
Philippines
New Zealand
Singapore

Cases Deaths

10,262
7,983
7,447
7,376
5,298
2,485
2,076
2,040
1,790
1,709
1,059
1,055

170
119
25

14
10
60

7
0
0
1
3
0

33,902

3*

By Jeanne Whalen

The irregular heartbeat known
as atrial fibrillation is one of the
toughest heart conditions to treat.
Drugs aimed at restoring a normal
beat are often ineffective and can
have serious side effects. The antico-
agulants that many people with A
fib, as it’s known, need to take can re-
act with other drugs and raise the
risk of bleeding.

Now, alternatives are increasing:
A new drug was approved this
month, and a relatively new surgical
procedure is growing in popularity.
But their long-term benefits are still
unclear, some doctors say.

“We all groan when we get a pa-
tient with A fib,” says Dara Lee, a car-
diologist at Presbyterian Heart
Group in Albuquerque, N.M.

Atrial fibrillation occurs when
the heart’s upper chambers—the
atria—beat erratically. Blood can
stagnate and clot in these chambers,
and some clots can travel to the
brain, causing strokes. People with
the condition also have a higher risk
of developing heart failure. In many
people, atrial fibrillation isn’t life-
threatening. But it can cause symp-
toms such as palpitations, short-
ness of breath and fatigue.

There is enough confusion about
treating the condition that the Insti-
tute of Medicine, a National Academy
of Sciences branch that advises the
U.S. government on health issues, re-
centlyrecommendedatrialfibrillation
asatoppriorityforfederallyfundedre-
search into the best treatments.

For doctors, a key dilemma is
whether to try to return the heart to

a regular beat. Doing so can relieve
symptoms, but there is little evi-
dence that it reduces the risk of
stroke, according to William Maisel,
a cardiologist at Beth Israel Deacon-
ess Medical Center in Boston. Also,
the anti-arrhythmia drugs tradition-
ally prescribed for this purpose
don’t work in many patients, doc-
tors say, and can have bad side ef-
fects. Patients who take amio-
darone, one widely used treatment,
can develop pulmonary fibrosis,
which causes scarring in the lungs.
Sometimes, amiodarone can also
make an irregular heartbeat worse.

In some patients, doctors in-
stead try to slow down the irregular
heartbeat with beta blockers or cal-
cium-channel blockers. An influen-
tial 2002 study showed that this
strategy may have advantages. Pa-
tients who were treated with the
aim of restoring a normal heartbeat
didn’t live longer than those whose
irregular heartbeats were merely
slowed down. Also, they were hospi-
talized more often than the latter
group and suffered more side ef-
fects from their drugs.

The U.S. Food and Drug Adminis-
tration this month approved for sale
the first new anti-arrhythmia drug
in many years: Multaq, from Sanofi-
Aventis SA. In a trial of 4,600 people
with atrial fibrillation, the drug re-
duced a patient’s risk of death or hos-
pitalization due to cardiovascular
problems when compared to a pla-
cebo pill. The drug, also known as
dronedarone, carries a black-box
warning that it shouldn’t be used in
patients who have recently had se-
vere heart failure.

WSJ.The magazine from The Wall STreeT Journal

This September, showcase your brand where
consumer confidence remains strong—in the
fall fashion issue of WSJ., the magazine from
The Wall Street Journal.

FALL
FOR IT
ALSO AVAILABLE ATWSJMAGAZINE.COM

OPENING DOORS,
EARNING TRUST.

CLOSING DATES U.S. Europe/Asia

IssueDate: September 12 September 11

Materials Due: July 31 July 31

WSJ. is available in select markets with Saturday’s Wall Street Journal Weekend Edition in
the U.S. It is also available with the Friday issue of The Wall Street Journal Europe/Asia and at
wsjmagazine.com

TOACCESS ThE ExCLuSIVE STyLE ANd purE INfLuENCEOfWSJ.,CONTACT
London: +44 (0)20 78429600;Frankfurt: +49 69 29725 390;Paris: +33 1 40 17 17 01 or your
WSJ. representative.

30 WEDNESDAY, JULY 15, 2009 T H E WA L L ST R E ET JO U R NA L .



Re
ut

er
s

A worker installs steel bars in Shanxi province Tuesday. Steel has been the
backbone of China’s growth and pricing for state mills is a key government concern.

China seeks leverage on ore prices

Divorce sheds light on executive’s flying
United Technologies chairman used corporate aircraft for hundreds of personal trips and to ferry unescorted guests

China’s espionage allegations
against employees of Anglo-Austra-
lian mining company Rio Tinto
come amid an effort by Beijing to
strengthen the bargaining power of
its steel industry against the biggest
iron-ore suppliers.

The government on July 5 de-
tained four Rio Tinto executives, in-
cluding Stern Hu, an Australian who
heads Rio’s iron-ore business in China.
The State Security Bureau in Shang-
hai has accused them of bribing Chi-
nese steelmakers to obtain secret in-
formation related to iron-ore price ne-
gotiations. An official at steelmaker
Shougang Corp. was also detained.

Chinese press reports Tuesday
cited anonymous sources saying exec-
utives at several Chinese steel compa-
nies have been questioned or de-
tained as authorities investigate. The
reports couldn’t beconfirmed. An offi-
cial in the iron-ore trading arm of Chi-
na’s largest steel maker, Baosteel
Group, said he was unaware of anyone
there being questioned, as one news-
paper reported. Spokesmen at other
companies either declined to com-
ment or didn’t answer their phones.

In a case that threatens to chill bi-
lateral relations, Australian Prime
Minister KevinRudd saidthatthe well-
being of an Australian citizen was in
the national interest and “comes
first,” before economic relations and

other bilateral issues. “We will handle
each of the other elements of our rela-
tionship in their own terms,” he said
in a radio interview with the Austra-
lian Broadcasting Corp.

Qin Gang, a China Foreign Minis-
try spokesman, said China isn’t sig-
naling it will restrain the activities
of multinationals in the country.

Some analysts say the investiga-
tion is part of a broader push by
Beijing to assert greater control
over the pricing of iron ore, a crucial
material for China’s economy be-
cause it is needed to make the steel
used in buildings, bridges, and cars.

“This may be the strongest ever
message sent by authorities that
China is trying to assume control
over iron-ore price talks” in a more
direct way, said Xiangfan Ren, of
IHS Global Insight, a research firm.

The government wants smaller
steel companies to work with bigger
ones to negotiate iron-ore prices,
and is considering reducing the num-
ber of companies allowed to import
iron ore, the analysts say.

China is the world’s largest im-
porter of iron ore, and its purchases
are soaring as its economy pulls out
of a slowdown that started last year.
Iron-ore imports in June soared
46% from June 2008 to 55.29 million
metric tons.

Benchmark iron-ore prices are
set in annual talks between steel pro-
ducers and major ore suppliers: Rio,
fellow Anglo-Australian miner BHP
Billiton Ltd. and Vale SA of Brazil.
This year’s talks failed to strike a

deal by the June 30 deadline.
Beijing wants to hold down

prices, but has been frustrated by a
lack of unity among its ore buyers
and by a resurgent economy. When
this year’s talks got under way, China
expected to gain more leverage over
pricing as the downturn in the global
economy damped steel demand. The
Chinese side wanted bigger price
cuts than those negotiated with steel
producers in South Korea and Japan.

But as talks dragged on and
world spot iron-ore prices began to
rise, the miners refused to budge
and the deadline passed. Chinese ne-
gotiators blamed small and medium-
size steel mills that they said had cut
separate supply deals with Rio and
other miners, undermining their
ability to conclude an umbrella deal
at a low-enough price. China has
more than 1,200 steel mills.

Now, Hou Zhiyun, an analyst at
the Beijing Lange Steel Information
Research Center, and others say
China is considering cutting the
number of companies allowed to im-
port iron ore, currently 112.

Regulators want “to lessen the
number so the rest can be better un-
der control,” said Ms. Hou. The goal
as well would be to get companies to
toe the negotiating line set by the
China Iron & Steel Association,
which took over as the lead negotia-
tor this year from Baosteel. Mills
failed to help the association by lim-
iting iron-ore imports in the run-up
to the negotiations as a tactic to
hold spot prices down.

It’s unclear what will happen with
the talks now. Rio has been the lead
negotiator for the suppliers. The com-
pany declined to comment, as did the
China Iron & Steel Association.

One of the biggest reasons for
China’s failure to win bigger price
concessions on iron ore is the suc-
cess of the its massive fiscal stimu-
lus. As government infrastructure
spending has kicked in, China’s steel
prices have been rising, and iron-
ore imports have surged. Mills have
pursued independent purchase aac-
cords to avoid the risk of higher spot
prices if the global economy picks
up later this year, according to J.P.
Morgan China analyst Jing Ulrich.

Michelle Applebaum, an analyst

with the Chicago-based Steel Mar-
ket Alliance, said China’s tough
stance has backfired and that ore
producers could cut back on sales in
China and favor customers who
have already agreed to the prices set
in other negotiations.

Some analysts say China is likely
to have to settle for the same prices
set for Japan and South Korea. “Steel
prices are rising and market demand
is warming up,” said Cui Jingyi, steel
analyst at Guotai Junan Securities in
Shanghai. She said China would prob-
ably insist on a shorter, six-month
term for the agreement.

 —Ellen Zhu in Shanghai and
Rachel Pannett and Ross Kelly in

Sydney contributed to this article.

By John Emshwiller

And Dionne Searcey

A divorce proceeding involving a
top official at United Technologies
Corp. has uncovered potentially em-
barrassing records showing he
made extensive personal use of com-
pany aircraft.

Over the past seven years, George
David, United Technologies’ chair-
man and former chief executive, and
his guests have used corporate
planes and helicopters for personal
travel on several hundred separate
flights, company records show.

Among other things, the records
show that on about a dozen occa-
sions, Mr. David allowed guests to
travel on board without him, includ-
ing to join him on vacation—which
he said in court was “normally not”
permitted under company policy.

In response to questions from the
Journal, United Technologies said
Mr. David had authorized a “handful
of flights by unescorted guests” on
company aircraft. It said Mr. David
had reimbursed the company for
those flights, but declined to provide
further details, such as when the re-
imbursements were made.

Earlier, a United Technologies of-
ficial had said the company couldn’t
accept reimbursement from execu-
tives because of certain Federal Avia-
tion Administration rules. In a writ-
ten statement Monday, the official
said the reimbursements were “FAA-
compliant,” but didn’t elaborate.

The records of the 67-year-old Mr.
David’s personal air travel from 2002
to 2008, which were reviewed by The
Wall Street Journal, became available

as a result of a divorce battle between
Mr.Davidandhiswife,MarieDouglas-
David, in a Connecticut court. Ms.
Douglas-David, 37, is seeking tens of
millions of dollarsfrom Mr. David.

Mr. David stepped down as CEO in
April 2008 after 15 years in the top
job at United Technologies, which
makes Sikorsky helicopters, Otis ele-
vators and Pratt & Whitney airplane
engines. During his tenure, annual
earnings soared from $585 million in
1994 to $4.69 billion last year, and
the company’s stock-market value
grew some 12-fold to $75 billion.

United Technologies, based in
Hartford, Conn., said company pol-
icy required Mr. David, as well as

CEO Louis Chenevert, to use com-
pany aircraft for personal flying
for security reasons. The company
estimated that more than 80% of
Mr. David’s flight time on corpo-
rate aircraft was for business
travel. “Information about his
flight itineraries, exchanged in the
litigation, has been disclosed out-
side the courtroom in an obvious
attempt to embarrass him,” the
company said in a statement.

Like many companies, United
Technologies doesn’t charge its exec-
utives for personal travel on corpo-
rate aircraft. It uses a formula to esti-
mate the cost of a given trip and adds
that amount as income when report-

ing the executive’s compensation to
the Internal Revenue Service. The
taxes on this imputed income are of-
ten much lower than the cost of char-
tering a private plane.

Through a United Technologies
spokesman, Mr. David declined to be
interviewed.

Personal use of company jets is a
major issue for some shareholder ac-
tivists and government officials seek-
ing to clamp down on executive
perks. The Securities and Exchange
Commission began several years ago
to press companies to be more open
about the cost of executives’ per-
sonal travel. Proxy filings, including
those by United Technologies, rou-

tinely estimate this cost.
Some companies, including

Sears Holdings Corp. and Ford Mo-
tor Co., have begun selling their cor-
porate aircraft.

Records show Mr. David’s travels
ranged from international flights to
a helicopter ride in the Hamptons on
New York’s Long Island. In a state-
ment, United Technologies said “se-
lective references have been made to
certain flights…in an attempt to de-
value” Mr. David’s record.

In March 20 court testimony as
partofhisdivorcecase,Mr.Davidwas
asked by one of his wife’s lawyers
whether flying unescorted guests
was allowed under company travel
policy.“Normallynot,”Mr.Davidsaid.

The question arose in connection
with Mr. David’s use of a company jet
to fly unescorted guests to Italy to
join him and his wife on a yachting
vacation in 2005.

The records of Mr. David’s per-
sonal travel list about 900 flights, or
the equivalent of about 450 round
trips, though some of the flights
were legs of the same journey.

A review of SEC filings of Fortune
100 companies by Equilar Inc., an ex-
ecutive-compensation research
firm, shows that the median re-
ported value of a chief executive’s
personal travel was $141,477 last
year. For 2008, United Technologies
reported Mr. David’s personal travel
at $309,865 and that of Mr. Chenev-
ert, the current CEO, at $93,435.

United Technologies proxy state-
ments show Mr. David’s personal
travel costs have declined from a
2006 level of $612,303.
 —Mark Maremont

contributed to this article.
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Clearing the air
Annual cost of personal travel on corporate aircraft for two 
United Technologies executives compared with Fortune 
100 CEOs.
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in March for divorce proceedings.

By Gordon Fairclough in
Shanghai and Chuin-Wei Yap
in Beijing
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Exxon to invest $600 million in biofuels
In strategy shift,
company plans
renewables venture

By Liam Moloney

And Guglielmo Valia

Italian utility Edison SpA said it
agreed to build a natural-gas pipe-
line linking Greece to Bulgaria, a
move that would help Bulgaria re-
duce its reliance on gas from Russia.

Bulgaria has been seeking alter-
native sources of gas after a dispute
in January between Moscow and
Ukraine, through which most gas is
shipped from Russia to Western Eu-
rope, left large parts of the country
shivering when the spigot was
turned off. The European Union also
has increasingly promoted diversifi-
cation away from Russian gas to en-
hance the bloc’s energy security.

Milan-based Edison said it signed
a memorandum of understanding in
the Bulgarian capital, Sofia, with Bul-
garian Energy Holding and Greek gas
monopoly Depa. The pipeline is ex-
pected to be completed by the end of
2012 and cost Œ120 million ($168 mil-
lion), Edison said. As part of the agree-
ment, a new company will be formed,
owned 50% by BEH and 25% each by
Edison and Depa. The three compa-
nies also will set up a joint venture to
market and sell the gas.

The pipeline, dubbed Interconnec-
tor Greece-Bulgaria, or IGB, will have
annual capacity of three billion to five
billioncubicmeters,supplied fromAz-
erbaijan, said Edison Chief Executive
Umberto Quadrino. He said he expects
IGB gas supplies from the Caspian
area to start from 2015.

According to Greece’s Develop-
mentMinistry,the pipeline,a 160-kilo-
meter link between Komotini in
Greece and Stara Zagora in Bulgaria,
will receive Œ45 million from the EU.

On Monday, Turkey and four EU
countries—Austria, Hungary, Roma-
nia and Bulgaria—agreed to allow a
gas pipeline, dubbed Nabucco, to tran-
sit their countries. Nabucco is sched-
uledto start deliveringeight billioncu-
bic meters of gas a year in 2014, and a
maximum of 31 billion cubic meters
thereafter. But questions remain over
where supplies will come from.

At the same time, Russia also has
changed its strategy to bypass
Ukraine. OAO Gazprom and Eni SpA
of Italy aim to build the South
Stream gas pipeline connecting Rus-
sia to Bulgaria via the Black Sea.
 —Ayse Ferliel

contributed to this article.

By Russell Gold

Exxon Mobil Corp. is throwing its
weight behind biofuels with a $600
million investment in a partnership
with groundbreaking genomics scien-
tist J. Craig Venter to figure out how
to make thousands of barrels of oil
from algae.

It’s a big turnaround for Exxon,
the world’s largest refiner of transpor-
tation fuel, which has grown into the
world’s largest publicly traded com-
pany by extracting fossil fuels from
the earth and converting them into
gasoline, diesel and chemicals. But as

new global supplies of oil become
harder to find and concerns about
greenhouse-gas emissions increase,
the concept of oil derived from algae
has become an alluring enough pros-
pect to catch Exxon’s interest.

Exxon pledged to spend $600 mil-
lion on research in the next six
years, creating a partnership with
privately held Synthetic Genomics
Inc., a company founded by Mr. Ven-
ter. If it’s successful in developing a
cost-competitive way to produce al-
gae-based oil on a large scale, the
Texas oil company said it could in-
vest billions of additional dollars to
build production facilities.

Mr. Venter, a well-known geneti-
cist who led an effort to be the first
to map the human genome, called
Exxon’s leap into algae-based fuels
the “largest, to our knowledge, sin-
gle investment in really trying to

produce biofuels.” Mr. Venter’s fo-
cus on genetics will help in the devel-
opment of an ideal algae strain that
absorbs sunlight and carbon dioxide
and secretes oil.

The companies said they would
like to use genetic engineering to de-
velop algae strains that consume sig-
nificant amounts of carbon dioxide.
Exxon’s head of research, Emil Ja-
cobs, said it was possible the algae
farms would be located near power
plants and other industrial com-
plexes to use the carbon dioxide gen-
erated in those places as feedstocks
for the algae.

Since the federal government is
considering putting a price on carbon-
dioxide emissions to help curb cli-
mate change, using this greenhouse
gas to grow algae could turn into a
source of income. “It is reasonable to
say you have to look at all commercial

elements,” said Exxon spokesman
Rob Young.

Exxon and Synthetic Genomics ex-
ecutives stressed that the joint ef-
fort would focus on research and
could take five to 10 years to produce
commercial quantities of fuel from
algae. Mr. Jacobs said he hoped to
produce a fuel that is similar to the
crude oils pumped out of the ground
today. “I think we have a good shot at
producing hydrocarbons that look a
lot like today’s refinery products,
that can go into a refinery and be pro-
cessed along with other petroleum
strains, and then go directly from a
refinery into the distribution system
and be used in today’s transporta-
tion fleet or even jet fuel,” he said.

Exxon’s investment follows years
of criticism for the company’s reluc-
tance to invest significantly in renew-
able energy. Exxon Chief Executive

Rex Tillerson once dismissed the fu-
ture of biofuels by quipping that he ex-
pected to be driven to his funeral in a
hearse using gasoline or diesel.

But more recently, he had hinted
of a growing interest in algae. In a
Februaryspeech at Stanford Univer-
sity, he praised algae: “With much
further R&D, it may be possible that
new algae and biomass conversion
technologies could play a role in
transportation fuel supplies, while
reducing greenhouse-gas.”

Other oil companies have taken
an interest in algae, including Chev-
ron Corp., through its technology
ventures division, and Royal Dutch
Shell PLC, which has invested with
HR Biopetroleum in an effort to turn
algae into oil.

So far, most efforts to extract
fuel from algae have faltered on high
costs.
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BBC looks to trim costs
Executive bonuses
are halted amid fears
over TV license fee

Fiat interested in car designer Bertone

By Kathy Sandler

LONDON—The British Broadcast-
ing Corp. has suspended executive
bonuses indefinitely and will look to
trim the salaries of top stars, as the
broadcaster cuts costs amid con-
cerns it could lose some of its li-
cense fee to commercial channels.

Under an arrangement unique to
the U.K., the BBC is funded by the li-
cense fee paid by the public. Anyone
who owns a television has to pay a li-
cense fee.

In an annual report published
Tuesday, Sir Michael Lyons—the
chairman of the BBC Trust, which
oversees the use of the license fee—
saidtheBBCwould suspend executive-
board bonus payments indefinitely
and redouble efforts to trim remuner-
ation for its presenters and actors.

The savings will contribute to
the BBC’s cost-cutting target of
around £1.9 billion by 2013 after it
achieved savings of £237 million in
the 2008-2009 financial year.

BBC Director-General Mark
Thompson earned £834,000 ($1.4
million) in the 2008-2009 financial
year, while his deputy, Mark Byford,
pocketed £485,000. The figures
prompted criticism when they were
published last month along with de-
tails of executive expenses.

The BBC also has been criticized
for the salaries it pays to some of its
talent, like popular talk-
show host Jonathan Ross.

Since revelations in
2006 about pay at the BBC,
the trust has recom-
mended improvements to
attract and retain popular
presenters and actors
while delivering value for
money for the BBC.

The BBC faces the
threat of having to cede
around 3% of its license fee
to commercial rivals if gov-
ernment plans to ensure the provi-
sion of regional news and other pub-
lic-service broadcasting is imple-
mented.

In its recent Digital Britain re-
port, the U.K. government said it
would propose “top slicing,” or skim-
ming off a portion of the BBC’s li-
cense fee to help struggling commer-
cial rivals produce public service TV.

The BBC Trust is vehemently op-
posed to top slicing, and both it and
the government have made their po-
sitions clear in the media.

The ad slump has hastened
plans to unburden beleaguered
broadcasters like ITV PLC, and the
government is also proposing a res-
cue plan for Channel 4, the govern-
ment-owned but commercially

funded channel that is fac-
ing a £100 million budget
shortfall. It is currently be-
ing lined up to merge with
the BBC’s commercial arm,
BBC Worldwide.

The U.K. government
has been facilitating discus-
sions about a merger be-
tween BBC Worldwide and
Channel 4, and BBC World-
wide Chief Executive John
Smith said in an interview
that the negotiations have

accelerated.
Mr. Smith said negotiations had

stalled over the question of each
company’s valuation, but since
BBC Worldwide proposed a smaller
deal three weeks ago that avoids
that sticky question, progress has
been rapid and the initial terms of
an agreement could be reached
within weeks.

Dell cites weak tech spending

By Jessica E. Vascellaro

Google Inc.’s plans for a new oper-
ating system based on its Chrome
Web browser is a big bet that online
programs can eventually surpass
desktop software.

Now the Internet giant is pushing
hard to make that happen, enticing
developers to take advantage of sev-
eral technologies to improve the
speed, esthetics and reliability of
software running in a Web browser.

Google is trying to spur a new mar-
ket for software that can run entirely
in a Web browser, such as Google
Docs. The search giant believes that
online applications will be one of its
next big businesses, as its core
search and search-advertising busi-
nesses mature.

But it faces heavy competition, in-
cluding from rival Microsoft Corp.,
which Monday announced it will of-
fer online versions of its popular Of-
fice software to consumers free.

Web browsers originally were
used mainly to view static pages of
text and images. Their capabilities
for playing video and animation have
improved using technologies such as
Adobe Systems Inc.’s Flash—soft-
ware that is used by Google’s You-
Tube service—and others that re-
quire users to download a program
called a plug-in.

But browsers still can’t typically
handle many chores conventional PC
software users take for granted, like
some mechanisms for copying and
pasting text and playing games that
use three-dimensional graphics.

“There is still a big difference
between Web pages and Web
apps,” said Francisco Tolmasky,
chief executive of 280 North Inc.,
a maker of software programming
tools and applications.

Google hopes to change that by ac-
celerating the adoption of HTML 5,
the acronym for an extension of the
hypertext markup language that is a
foundation of the Web. The proposed
programming standards—which are
likely years from being finalized, and
include technology from Google and
others—are designed to let develop-
ers build more advanced applica-
tions that can run within a browser.

A number of software developers
and browsers have already incorpo-
rated some aspects of HTML 5, such
as faster video streaming and storing
more data in the browser for faster re-
trieval—all without having to down-
load additional software.

In May, Google executives deliv-
ered a keynote to thousands of soft-
ware developers exclusively on the

technology, discussing and demon-
strating features like the ability to
allow users to draw on Web pages
with their cursors, and urging them
to try it.

Vic Gundotra, a vice president of
engineering at Google, said in an in-
terview Monday that Google has
“heavily influenced and participated
in the standard.”

“We are very concerned about
making sure the Web moves for-
ward,” he said. To that end, Google is
actively pushing for inclusion of fea-
tures such as ability to drag and drop
files from a desktop into a Web
browser, a PC-style function not typi-
cally possible now, and support for
3D graphics, he said.

To advance the latter, the Moun-
tain View, Calif., company recently re-
leased its own small piece of soft-
ware that allows users to run 3D
graphics within a Web browser.

Dozens of companies, from Mi-
crosoft to tiny start-ups, also are de-
veloping technology to bring more
parity between desktop and online
software.

Last week, for example, Microsoft
released the latest version of Silver-
light, its technology for running visu-
ally rich applications across many dif-
ferent types of browsers. The new
version, which requires a small down-
load, has features that include im-
proved support for streaming video.
Adobe, meanwhile, has been improv-
ing its support for 3D animation with
its widely used Flash format.

Google and other backers of
HTML 5 believe that over time, plug-
ins won’t be necessary as browsers
become more powerful. A Microsoft
spokeswoman said the latest version
of the company’s Internet Explorer
browser already supports some ele-
ments of HTML 5 and that Microsoft
is also a member of the working
group responsible for pushing the
standard along.

HTML 5 is already making a differ-
ence for some developers. Meebo
Inc., a service that allows users to
chat across multiple instant-messag-
ing services within a Web browser, re-
cently used a feature of HTML 5
called postMessage. It used the tech-
nology to build a “chat bar” for third-
party Web sites that stays loaded and
updated with a user’s current conver-
sation even when he switches be-
tween Web pages.

But Meebo CEO Seth Sternberg
believes that a significant amount
of new technology needs to be de-
veloped before online applica-
tions can be as powerful as desk-
top applications.

Google moves to boost
online applications

Meebo’s browser-based instant-messaging tool, as shown on Cafemom.com,
works across Web sites.

Mark Thompson

Bertone, which has designed cars for Opel, Volvo, BWM and Fiat, among others,
entered special administration in 2008. Above, its 2004 Aston Martin design.
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By Milena Vercellino

And Giada Zampano

Italian car maker Fiat SpA said
Tuesday it has expressed interest in
buying car designer Bertone.

The high-profile design firm, lo-
cated a few miles away from Fiat’s
Mirafiori plant in Turin, was put in
special administration in February
2008 to prevent bankruptcy.

The deadline for presenting of-
fers for Bertone is Thursday. One of-
fer has been made, by former Tele-
com Italia SpA manager Giando-
menico Rossignolo, and two compa-
nies besides Fiat have submitted ex-
pressions of interest. The committee
supervising the sale and the Industry
Ministry are expected to pick the fa-
vorite bidder by Monday.

Unions welcomed Fiat’s interest,
but asked for clarifications over the
group’s plans regarding Bertone’s
1,146 employees and the implica-

tions of a buyout on Fiat’s produc-
tion strategies in Italy.

Bertone has designed cars for

Fiat and General Motors Corp.’s
Opel as well as produced vehicles
for auto makers.

By Justin Scheck

AUSTIN, Tex.—Dell Inc. executives
said world-wide technology spending
is weak and likely will remain so for
the near future as companies delay
computer purchases and consumers
gravitate to low-cost devices.

“We’re going to run the business
assuming relatively weak demand
continues,” said Dell Chief Financial
Officer Brian Gladden, speaking at the
Round Rock, Texas, company’s annual
conference for Wall Street analysts.

Chief Executive Michael Dell
added that big customers are delay-
ing new technology purchases dur-
ing the recession and are “elongat-
ing the life cycle” of personal com-
puters. He said spending should
pick up next year.

The remarks came a day after Dell
said its profit margins are shrinking
because of high component prices
and other factors, which Mr. Dell said

the company didn’t see coming. The
computer maker has been trying to
turn itself around amid a weak mar-
ket, but progress has been slow. In
late-afternoon trading Tuesday on
the Nasdaq Stock Market, Dell shares
were down $1.11, or 8.5%, to $11.91.

At the conference, Dell execu-
tives outlined their latest strategy
to revive profit growth. They said
Dell is cutting costs to expand profit
margins and likely will acquire other
companies, but they provided little
specific information on future plans.

“I think investors were hoping to
hear more,” said Shaw Wu, an analyst
with Kaufman Bros. In a report Tues-
day, Mr. Wu lowered his revenue and
profit predictions for Dell’s current
fiscal year and said Dell’s problems
seem to be “company-specific,” since
the overall PC industry is improving.

Dell has been struggling to grow
since 2006, when its direct-sales
model faltered and it lost market

share to Hewlett-Packard Co. H-P
eventually toppled Dell as the
world’s largest PC maker by units
and revenue. Company founder Mr.
Dell returned as CEO in 2007 and
promised a turnaround staked on
cutting costs and expanding in areas
like consumer sales.

Dell’s consumer division accounts
for only about 20% of company reve-
nue, and its operating-profit margin
of 2.4% last fiscal year was lower
than other Dell businesses. Dell’s con-
sumer chief, Ron Garriques, on Tues-
day said consumer operating mar-
gins should reach the “mid-single dig-
its” in two or three years.

Mr. Garriques said he is trying to
sell more devices through cellular
carriers. Dell already sells netbooks—
mini-PCs that cost less than
$500—through carriers, which sub-
sidize devices for consumers.
 —Ben Charny contributed

to this article.
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U.K. housing market turns up
Improvement likely
will be temporary
as spring buying ends

By Eric Jones

LONDON—The U.K. housing mar-
ket shows signs of improvement
and developers are looking to ac-
quire land again, but economists say
a sustained housing recovery re-
mains far off.

Home prices fell for six quarters
beginning in February 2007 to
about £158,000 ($256,500), down
from nearly £200,000 at the peak, ac-
cording to Halifax Bank. But prices
have risen 1.9% since April, said Na-
tionwide Building Society, and lend-
ing volumes have been stabilizing
since February, according to the
Bank of England.

While the improvements are no-
table, economists say they are tem-
porary and prices could start to de-
cline again now that the spring buy-
ing season has ended.

“Although the sector has wit-
nessed a better performance in
terms of volumes secured in recent
months, this is likely to turn down as
we progress through the summer,”

said Rachael Waring, building and
property analyst at Panmure Gordon.

In the last U.K. housing slump
from 1989 to 1996, there were four
times in which the housing market
had rallies similar to the rally just ex-
perienced. None of these rallies
were sustainable, and after a short
period, prices fell further each time.
Each also occurred during the tradi-
tionally strong spring season.

Inadequate mortgage financing
remains the problem. Though home
prices and lending volumes have
risen, the issue of deficient financ-
ing hasn’t been solved, said Seema
Shah, an analyst at Capital Econom-
ics. Lending policies have actually
tightened, with mortgage rates ris-
ing this month. First-time buyers
find it particularly hard to secure
mortgages, Ms. Shah added.

The U.K. government is trying to
encourage freer financing flows
with its Home-Buy-Direct Scheme,
which allows first-time buyers to se-
cure a 70% home loan, with the gov-
ernment and house builders sharing
the rest of the equity. But banks are
still reluctant to lend to first-time
buyers, making the program largely
ineffective, said RICS chief econo-
mist Simon Rubinsohn.

Barratt Developments PLC is
the only major U.K. developer

whose shares have risen over the
past three months, but despite the
gains, Chief Executive Mark Clare
said the market is “not going to see a
sustained improvement in trading
conditions until the availability of
mortgage finance improves.”

The market also could be re-
strained by concerns about rising un-
employment, which is crimping de-
mand. Economists predict unemploy-
ment will rise to more than three mil-
lion in 2010 from 2.2 million now.

For home builders, this climate
does present an opportunity to buy
land at deep discounts if they have
the cash or equity on hand to do so.

Bovis PLC, which has a policy of in-
vesting in land for long-term value,
and Bellway PLC, which focuses on re-
generation projects, hold limited
amounts of debt and have good cash
flow, which gives them the ability to
buy land. Berkeley Group Holdings
PLC is in a very flexible position finan-
cially as the only debt-free developer,
holding £285 million of net cash.

Bovis said it is looking to get
back into the residential land mar-
ket in the second half. John Watson,
CEO of Bellway, in May said the com-
pany will spend more than £100 mil-
lion on new land. Berkeley has a pol-
icy of matching production to de-
mand but, despite the weak market,

plans to spend £150 million on land.
Taylor Wimpey PLC, the largest

U.K. developer by revenue, has ex-
pressed interest in stepping back
into the land market. But the com-
pany is burdened by £1.01 billion of
debt and has £4.75 billion of land
and stock, much of which was
bought at land price peaks in 2007,
said KBC Peelhunt analyst Robin
Hardy, and is therefore vulnerable
to large write-downs.

However, analysts say that
among the big players, the company
may perform the best when recov-
ery does come. Tom Gidley Kitchin,
an analyst at Charles Stanley, said
Taylor Wimpey is at risk because of
its exposure to the U.S. and Cana-
dian markets and its highly lever-

aged balance sheet, but if the market
turns, those factors that penalize it
now will enhance performance.

Persimmon PLC, the largest U.K.
house builder by market capitaliza-
tion, said that with 64,500 plots, its
land bank is large enough for seven
years’ work and land purchases
aren’t needed. It reported an impair-
ment of £652.3 million on its inven-
tory for 2008 due to the deteriorat-
ing housing market but doesn’t ex-
pect to take any more write-downs,
giving it the ability to build quickly
when the market finally turns.

The company reported debt of
about £495 million at the end of
June. Nevertheless, Panmure Gor-
don’s Ms. Waring said it “is well
placed to weather the storm.”

THE PROPERTY REPORT

Note: Monthly data                       Source: Halifax
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South African miners reject offer
Unions hold firm
for 15% pay increase,
threaten to strike

CORPORATE NEWS

By Peter Loftus

Johnson & Johnson’s second-
quarter profit fell 3.6%, with sales
hurt by unfavorable currency rates,
competition from generic drugs and
tighter consumer spending.

In a sign of the significant chal-
lenges facing J&J’s drug business, the
unit’s quarterly sales were eclipsed
by those of the medical-device opera-
tion for the first time in 10 years.

Analysts said J&J’s weakness was
tempered by cost controls, less harm-
ful currency rates than expected, and
higher-than-expected sales of some
products, including the blockbuster
arthritis drug Remicade.

The New Brunswick, N.J., com-
pany reported second-quarter net
income of $3.21 billion, or $1.15 a
share, compared with $3.33 billion,
or $1.17 a share, a year earlier.

Sales fell 7.4% to $15.24 billion
from $16.45 billion. The stronger
U.S. dollar accounted for six percent-
age points of the decline.

“This was one of the most chal-
lenging quarters for year-over-year
comparisons in our history,” J&J
Chief Financial Officer Dominic
Caruso told analysts on a conference
call Tuesday. But he said the maker
of Tylenol pain reliever and Band-
Aid bandages is strong and well-posi-
tioned for long-term profit growth.

Drug sales dropped 13% to $5.5
billion. The division was hurt by the
loss of patent protection for two of
the company’s top sellers: antipsy-
chotic Risperdal tablets and epi-
lepsy-and-migraine treatment To-
pamax. The drugs’ sales fell 66% and
73%, respectively.

Another top J&J drug rebounded.
Sales of the Remicade treatment for
rheumatoid arthritis rose 24% to $1.1
billion. Schering-Plough Corp. mar-
kets Remicade outside the U.S.

Remicade’s sales growth slipped
to 3% in the first quarter amid signs
that high-priced biologic drugs,
those engineered from living cells,
felt the pinch of tighter consumer
spending. The second quarter’s gain
could be a good sign for other biolog-
ics, such as Abbott Laboratories’ Hu-
mira and Enbrel from Wyeth and
Amgen Inc.

Sales in the device unit slipped
3.1% to $5.89 billion. The DePuy divi-
sion, which makes joint-reconstruc-
tion and other products, had roughly
flat sales of $1.3 billion. Sales rose
2.1% for the Ethicon surgical-prod-
ucts division to $1.04 billion.

Mr. Caruso, the finance chief,
said it was too early to tell whether
sales of Tylenol would be hurt sub-
stantially by recent recommenda-
tions of a U.S. Food and Drug Admin-
istration panel to lower dose limits
to avoid liver injuries. Tylenol prod-
ucts for adults generate about $1 bil-
lion in annual sales.

J&J has made a flurry of new
drug applications and continues ef-
forts to beef up its drug pipeline.
J&J this month agreed to pay $1.5
billion for a minority stake in Elan
Corp. and control of Elan’s rights to
experimental Alzheimer’s drugs.
J&J also closed its $1 billion acquisi-
tion of Cougar Biotechnology Inc.,
which is developing cancer drugs.

But J&J continues to run into
roadblocks in bringing new prod-
ucts to market. The company said
Tuesday that the FDA has asked J&J
for more information on experimen-
tal anticlotting drug rivaroxaban.
J&J said it was unlikely to submit all
the requested data before the fourth
quarter.

J&J’s earnings
decline by 3.6%,
hurt by generics

By Robb M. Stewart

Unions for South African miners
and paper and chemical workers re-
jected new pay offers on Tuesday and
said they may strike, in an echo of the
continued strike by tens of thousands
of construction workers that has
slowed work on stadiums intended
for the 2010 soccer World Cup.

Workers in a number of indus-
tries are holding out for above-infla-
tion pay increases as they renegoti-
ate pay packages that companies say
they can ill afford. Demand has
slumped as South Africa struggles

through its first recession in 17 years.
Trade unions on Tuesday re-

jected an improved offer from min-
ing companies AngloGold Ashanti
Ltd. and Gold Fields Ltd. and
warned of a strike if a double-digit
increase isn’t tabled in the next
round of talks, set for next week.

The unions have held firm to de-
mands for a 15% pay increase. They
have warned that roughly 150,000
miners could down tools across South
Africa, the world’s third-largest gold
producer behind China and the U.S.

AngloGold and Gold Fields had
made what the Chamber of Mines
said was a final offer that would take
the entry-level wage for under-
ground miners to 4,000 rand ($490)
a month by the end of 2010, from
3,300 rand currently.

The chamber, which negotiates
biennial wage packages on behalf of

gold companies, said the two Johan-
nesburg-based companies have of-
fered all other employees an 8.5%
wage increase in the first year, back-
dated to July 1, and consumer price
inflation plus one percentage point
in the second year. They had previ-
ously offered a 7% increase.

“The offer is totally rejected,”
said Lesiba Seshoka, spokesman for
the National Union of Mineworkers.
“We see it as an insult.”

NUM and the Solidarity and UASA
unions have said they will hold out
for a double-digit pay increase for
their members. Africa’s biggest econ-
omy is struggling with its first reces-
sion in 17 years, and official inflation
eased to 8% on the year in May.

“If next week’s talks fail the
unions will ask for a certificate to
strike,” Solidarity spokesman Jaco
Kleynhans said.

The Chemical, Energy, Paper,
Printing, Wood and Allied Workers
Union said Tuesday that pay talks
had failed and that its 65,000 mem-
bers would strike at companies in-
cluding petrochemicals firm Sasol
Ltd. and paper producers Sappi Ltd.
and Mondi Ltd.

A date for the industrial action
has yet to be finalized, the union
said. Companies in 2007 offered a
package that included a pay in-
crease of 8.5% for most workers in
the first year and a minimum 8% rise
in the second.

In an emailed statement, the
union said a strike by its members
would result in shortages of gaso-
line, pharmaceuticals and pulp.

Solidarity is demanding a 12% in-
crease in pay and a 10% rise in the
workers’ shift allowance.
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By Jennifer Martinez

LONDON—At an abandoned
home with yellowing newspapers
on its front stoop, Paul Palmer peeks
through a mail slot to find letters
and leaves carpeting the entryway.
The house next door has a dead
plant chained to its porch, which is
covered in faded utility bills.

Mr. Palmer investigates aban-
doned homes for a living. But his
turf isn’t a poverty-stricken corner
of this financial capital. It’s the May-
fair district, home to wealthy finan-
ciers, celebrities, the U.S. Embassy—
and a few squatters.

In the city of Westminster, where
Mayfair is located, homes can cost
up to £50 million ($81 million). Yet
Westminster is fifth among Lon-
don’s 33 boroughs in the number of
unoccupied properties. In 2008,
1,737 homes had been vacant six
months or more, the third highest
number among all London bor-
oughs, according to the Empty
Homes Agency, a nonprofit group
that seeks to put empty homes back
into use.

Unlike people facing foreclo-
sures in other neighborhoods
around the world, Mayfair’s home-
owners aren’t down on their luck.
Rather, the properties serve as in-
vestments for owners who pay the
bills to keep them empty—some-
thing the neighbors and city object
to when the homes fall into disre-
pair. Many owners decline to rent
the homes due to local council tax
rules, which tax properties at a

lower rate if they are empty and un-
furnished. That loophole frustrates
Mr. Palmer. “We shouldn’t be re-
warding these people,” he says.

As the Westminster City Coun-
cil’s empty-property officer, Mr.
Palmer strolls the area’s streets six
hours each day to identify vacant
homes and track down their owners.
Under British law, local authorities
have the power to seek an order to
claim ownership of the ghost proper-
ties and put them up for sale.

On a recent mission in Mayfair,
Mr. Palmer—an impeccably dressed
man with a jovial demeanor—
walked barely one kilometer to can-
vass 22 empty homes. Many have
been collecting dust and cobwebs
for six years or more. Mr. Palmer
tries to determine whether a house
is inhabited by glimpsing through
the mail slot.

“Ah! Smell that wood! It’s lovely,
isn’t it?” he said after getting a whiff
of a house with mahogany-lined
walls.

The high concentration of run-
down, empty homes is striking for a
posh neighborhood like Mayfair,
with its ornately gated manses. The
hub of aristocratic society before
World War II, Mayfair’s modern-day
image is demonstrated by its promi-
nent place on the British Monopoly
board.

In real life, the empty-home phe-
nomenon touches some of the U.K.’s
more famous residents. A few years
ago, Mr. Palmer met comedian
Tracey Ullman and her husband, Al-
lan McKeown. They wanted to know

why the house next door to theirs
was derelict, recalls Mr. McKeown.

To Mr. Palmer’s delight, refur-
bishment began on the home in ques-
tion after he spent years wrestling
with the owners.

On a recent visit, Mr. Palmer
phoned a colleague to share the
sweet sound of renovation: “Do you
hear that noise? They’re on site,
which is fantastic!”

Former Prime Minister Tony
Blair’s home is adjacent to a crum-
bling property that’s been vacant for
more than a decade. The owner keeps
up on its payments, according to Mr.
Palmer. But one look inside indicates
they likely haven’t visited in years.

Ron Mowlam, who lives across
the street, pines to buy the home
and refurbish it, but he can’t locate
the owners. So far, they’ve evaded
Mr. Palmer as well. “It’s just sitting
there rotting, which is bizarre,” says
Mr. Mowlam.

Once he identifies a vacant
house, Mr. Palmer consults property
records. After that, he often finds
himself sending letters to the Brit-
ish Virgin Islands, a known tax ha-
ven for foreign companies, and a
place where many of the property
owners in question have mailing ad-
dresses. He says he rarely receives a
response back. Except, that is, when
a court action is about to begin.

If a property is still empty after
six months, with no effort on the
owner’s part to occupy, rent or reno-
vate it, Mr. Palmer begins a “compul-
sory purchase”—a process that
forces an owner to relinquish posses-

sion. After assessing the value of the
property, officials typically sell the
house. If the original owner hasn’t
come forward, funds are paid to a lo-
cal court where they remain for up
to seven years. Most owners eventu-
ally turn up to claim the cash.

Thecompulsorypurchase,saysMr.
Palmer, is a “tool weuseasa lastresort
totakeemptypropertyawayfromown-
ers who refuse to do anything to it.”

The problems surrounding the
abandonment of high-end real es-
tate were exposed last winter when
a group of young squatters occupied

two £20 million homes on Park Lane
overlooking Hyde Park. Before the
squatters settled in, the homes had
been empty for seven years. During
that time, Mr. Palmer had tried
three times to contact their British
Virgin Islands-based property own-
ers: Red Line Ltd. and Perfectil Ltd.

Following two years of silence,
the property owners surfaced once
multiple British newspaper ac-
counts outed the squatters. “We’re
the REAL Slumdog Millionaires,”
read a headline in the Sun.

Red Line and Perfectil couldn’t
be reached for comment. The
houses remain empty. Mr. Palmer
says he intends to seek a compul-
sory purchase order.

Mr. Palmer often takes a more
sympathetic view to squatters than
he does toward the owners of an
abandoned property. After finding
out about another group of squat-
ters in Mayfair, he stopped by to in-
troduce himself.

“Isat onthe floor andhad teawith
them,” he says. “It enabled me to get
into properties I’ve been chasing for
a long, long time.” He has saved their
mobile phone numbers. “At the end
of the day, they have a similar goal of
putting empty properties back into
use,” he says. “We just go about it in
two very different ways.”

In the tony Mayfair section of London,
an empty house awaits renovation.
Squatters have inhabited some homes.

London turns eye to empty mansions in posh Mayfair

How to get the most out of your Twitter
Service works best
with a little help
from some programs
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By Katherine Boehret

Most people who aren’t familiar
with Twitter are eager to list the rea-
sons why they don’t use this social-
networking service. It’s for narcis-
sists. It’s for teenagers. It’s for peo-
ple who have nothing better to do.

It’s a forum for
oversharing. While
all of these things
may be true in
some cases, I find

Twitter’s 140-character messaging
network to be an incredibly useful
tool in my everyday life.

I use Twitter as my personalized
news feed by following people who
“tweet” (write updates) about
things that interest me. In one
glance I can read White House corre-
spondent Mark Knoller’s tweets
about President Barack Obama’s ac-
tivities, a recipe tweeted by Martha
Stewart and WSJ.com tweets with
links to news stories.

But Twitter works best with a lit-
tle help from its friends, namely
those programs that are designed to
make it more customized and useful
with minimal work on the user’s be-
half. Here’s a rundown of just some
of these helpers. I’m focusing only
on ones that run on your computer,
either in Web browsers or as stand-
alone programs. There is also a
plethora of Twitter applications
that work on mobile devices like the
iPhone and BlackBerry, too many to

go into here. A few Twitter pro-
grams let you lurk and read tweets
without a Twitter account, but in
most cases, these programs require
a Twitter user name and password
so they can better organize tweets
of the people whom you follow.

To get a Twitter account in the
first place, you will need to sign up
with a user name and password at
Twitter.com and start
following people—or
subscribing to read
someone’s updates.
These may be friends
or people who you sim-
ply find interesting,
like journalists whose
work you read (my
Twitter user name is
kabster728). You can
see whom one person
follows, and then opt
also to follow those
same people and the
people those people fol-
low and so on. Though
it’s possible to lock
your account so it’s pri-
vate, very few people
do so because Twitter
encourages open com-
munication throughout the Web.

That said, you can always choose
to block someone from following
you or stop following someone’s
Twitter feed. You can comment on a
tweet by sending the person who
wrote it an “at reply,” named be-
cause the reply starts with the “@”
sign followed by the username of
the person to whom you are reply-
ing. You can also send direct mes-
sages to another Twitter user as
long as he or she is following you.

TweetDeck and Seesmic are pro-

grams that do a good job of filtering
others’ tweets and aiding the pro-
cess of writing tweets. Both use
Adobe Air, a tool that lets the pro-
gram work in the background while
continuously refreshing its content.
This increases productivity because
the programs can be set to display
pop-up notifications whenever cer-
tain tweets appear.

TweetDeck (a free download at
TweetDeck.com) organizes tweets
into columns that you designate,
such as a column of all tweets that
mention your name, your compa-
ny’s name or the word “Wimble-
don.” It eases the process of writing
tweets by building in ways to
shorten Web links, post photos or
translate a tweet into one of 35 lan-
guages. TweetDeck also integrates
with Facebook so that one Tweet-
Deck column displays your Face-
book friends’ latest status updates.

The most recent version of
TweetDeck enables synchroniza-
tion of accounts with an email and
password. This means that you can
download TweetDeck on several
computers, log into your account
and see the same columns and set-
tings on all platforms. The new ver-
sion also includes fun extras like
search within each column and the

option to show how
many followers a user
has.

Seesmic (a free
download at seesmic.
com)is another all-pur-
pose Twitter program.
It works much like
TweetDeck, but has a
few differences. Sees-
mic also integrates
with Facebook, show-
ing when Facebook
friends share photos or
Web links and letting
you comment on or
“like” someone’s sta-
tus; TweetDeck only
shows Facebook status
updates. Seesmic also
lets you drag photos
into a small window for

sharing via Twitter.
Twhirl (twhirl.org) also runs on

Adobe Air, working in the back-
ground as you use your computer
for other activities. Like the afore-
mentioned programs, it also en-
ables easier tweeting with built-in
tools for photo uploading and URL
shrinking. Unlike TweetDeck and
Seesmic, which focus on Twitter
and Facebook, Twhirl enables log-
ging into four types of accounts:
Twitter, FriendFeed, Laconi.ca and
Identica. But Twhirl only shows one

category at a time, like a screen of re-
plies, rather than showing all of
these categories at a glance like
TweetDeck and Seesmic.

Some Twitter programs run in
browsers, not as stand-alone pro-
grams. This saves you from down-
loading a program on multiple com-
puters because you can simply log
into your account on any computer
using its Web browser. But these pro-
grams won’t use the helpful pop-up
notifications of Adobe Air; instead,
you’ll need to look in your browser
to see new information—like open-
ing Twitter.com.

One such browser-based pro-
gram is HootSuite (HootSuite.com),
whichusesanowlasitsmascot.Hoot-
Suite’s unique features include its
ability to set tweets to send at a later
time or date, giving your followers
the illusion that you are tweeting
when you’re actually not, and a
built-in statistic-tracker to measure
how many people opened a link you
posted using its ow.lyURL shortener.

Twitter.com is getting better,
though it’s still weak compared to
these other programs. I’ve used add-
onsin my Firefox browser to enhance
Twitter, and one called Power Twit-
ter is like steroids for Twitter.com,
adding photo uploading and link
shortening right into the Web site..

Ifyou’rejustcuriousaboutTwitter
and want to see what people are talk-
ing about without signing up, try sites
that are open to everyone. TwitterVi-
sion.com cleverly displays tweets
around the world on a global map as
they are posted, showing where the
tweets are from, geographically.

Edited by Walter S. Mossberg.
Email to mossberg@wsj.com.
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—Compiled from staff
and wire service reports.

Britvic PLC

U.K. soft-drinks maker Britvic
PLC posted a 5.9% rise in revenue
for its fiscal third quarter and said
it would post full-year profit ahead
of market expectations thanks to
strong sales of its carbonated
drinks. Revenue rose to £249.1 mil-
lion ($404.3 million) for the 12
weeks ended July 5, said the sec-
ond-biggest supplier of carbon-
ated drinks by sales in the U.K. be-
hind Coca-Cola Co. “As a result, the
board now anticipate the full-year
outcome is likely to be ahead of the
peak of current market expecta-
tions,” Chief Executive Paul Moody
said in the company’s third-quar-
ter update.

Galp Energia SGPS SA

Spain’s antitrust authority said
Tuesday it will open a probe into Por-
tuguese oil company Galp Energia
SGPS SA for a possible violation of
Spanish laws in a case that dates
back to 2006. The authority, called
the CNC, said it would open an
18-month investigation into a com-
plaint by a group of gasoline service
stations that Galp imposed unfair
contracts on them. The investiga-
tion was delayed by a couple of pur-
chases by Galp of service-station net-
works in 2007 and 2008, which had
a direct bearing on the complaint
against the company, the watchdog
said. Galp will cooperate with the an-
titrust authority in the probe, a
spokesman for the company said.

Garuda Indonesia

Indonesia’s state-owned airline
plans to start flying to Europe next
year and take other steps to expand
its operations after the European
Union lifted a two-year ban on se-
lected Indonesian carriers in re-
sponse to the country’s efforts to im-
prove safety standards. Emirsyah Sa-
tar, the chief executive of Garuda In-
donesia, the country’s flagship car-
rier, said Garuda would fly first to
Amsterdam in the first half of 2010
and would look at other destinations
in Europe after that. On Tuesday, the
European Union lifted a flight ban on
Garuda and three other Indonesian
operators, after Indonesia moved to
address safety concerns.

CORPORATE NEWS

Russia thins down its beer ads
Phantom drinkers,
frolicking bottles
slated to disappear

Japan brewers’ deal talks pose antitrust test

GLOBAL
BUSINESS

BRIEFS

Young women drink beer on a street in Moscow in 2007. Russia's beer consumption
has soared in the past 15 years, fueling concerns about underage drinking.
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Software AG

Firm to pay $668 million
for rival IDS Scheer

Germany’s Software AG said
Tuesday it plans to acquire fellow
software company IDS Scheer AG
in a bid to increase its presence and
global competitiveness. Darms-
tadt-based Software said it would
likely spend Œ477 million ($668 mil-
lion) for all outstanding shares of
Saarbrücken-based IDS Scheer at
about Œ15 a share, 39% above Mon-
day’s closing share price of Œ10.80.
It said it already had a commit-
ment from the company’s two main
owners for their 48% combined
stake. The transaction would start
in August and end in September,
Software said. The firm is cur-
rently Germany’s second largest
software company after SAP AG.
The combined company could see
revenue of Œ1 billion in 2010 if the
integration progresses quickly,
Software spokesman Paul Hughes
said. In 2008 Software generated
revenue of Œ720 million.

By Carlos Tejada

And Yoshio Takahashi

Deal talks between Kirin Holdings
Co. and Suntory Holdings Ltd. prom-
ise to test Japan’s antitrust laws.

Kirin confirmed Tuesday that it is
in merger talks with Suntory, but said
nothing has yet been decided and dis-
cussions are at an earlystage.

A combination of the two would
create a company with $40.9 billion in
revenue that would be better able to
deal with the competitive threat
posed by the world’s leading brewer,
Anheuser-Busch InBev NV.

Observerssaidanumberofcompli-
cated issues would need to be cleared
up before any dealcould be reached.

The hurdles are likely to include
significant antitrust scrutiny. Depend-
ing on the details of any transaction, a
combined company would control
about half of Japan’s beer market and
roughly one-third of its soft-drink
market. It would also have broad hold-

ings in packaged food and liquor.
“Kirin and Suntory would become

thefirst-rankedbeermaker[inJapan]
if they merged. That could become a
constraint on competition,” said
Naoki Watanabe, a partner at law firm
Clifford Chance in Tokyo.

A spokesman at Japan’s Fair Trade
Commission, known as the FTC, de-
clinedto comment on the dealtalks.

Japan has cracked down on car-
tels and price fixing, but its antitrust
system when it comes to mergers is
generally regarded as more lenient
than in the West. Blocking major
deals is unusual. However, Japan’s an-
titrust regulators are also moving to
match the practices of others in the
developed world.

One potential argument for the
mergeristhatJapan’sbeermarketal-
ready has players with significant
heft, making it unlikely that one ma-
jor player would hold market domi-
nance. Asahi Breweries Ltd. holds
37% of the beer market.

The companies could also argue
greater size is necessary as the global
beer and beverage industries consoli-
date. Both companies have sought to
broadentheirpresenceabroad,poten-
tially putting them in competition
with Anheuser-Busch InBev, SAB-
Miller PLC and Coca-Cola Co. and
other major players. That argument
may not be as convincing, Mr. Wa-
tanabesaid,“butitmightbeagoodar-
gument, because the FTC should look
at theoverall market.”

Japan’s economy is in the midst of
its worst slowdown since World War
II, but some economists have been
urging Japanesecompanies to consol-
idate and rationalize, arguing that
growth could follow profits.

Globally, the combined company
is unlikely to run into major antitrust
issues. Based on preliminary data,
market-research firm Euromonitor
estimates the combined beer opera-
tions would amount to the world’s
ninth largest by volumes. In the Asia-

Pacific region alone, a combined com-
pany would be only the fifth largest
soft-drink maker, based on last year’s
data, according to Euromonitor.
 —Yuka Hayashi

contributed to this article.

By Andrew Osborn

MOSCOW—For nearly five years,
Russia, the world’s third-largest
beer market, has banned the depic-
tion of people in commercials for
the brew.

To compensate, beer marketers
have used such devices as offscreen
voicesor animated beer bottles to sug-
gest some kind of living presence in
their ads. They say these ploys are le-
gitimate ways to skirt the ban.

But amid a new Kremlin-backed
clampdown on alcohol abuse, regula-
tors have started to tighten the
rules, which are designed to make
beer less appealing to young people.

The result: Russia’s noisy off-
screen beer drinkers are set to disap-
pear from the airwaves, as are frol-
icking beer bottles.

“Every human touch will be
killed off,” says Yulia Krantikova, an
executive at Moscow-based ad
agency Publicis United, a unit of
Paris-based Publicis Groupe. “It’s
going to be even more difficult than
it already is to create an ad that
stands out from the crowd.”

In recent months, public figures
here from President Dmitry
Medvedev to Patriarch Kirill, the
head of the Russian Orthodox
Church, have called for urgent ac-
tion on underage drinking, singling
out excessive beer consumption
among minors as a particular worry.
Though Russia’s legal drinking age
is 18, beer is often exempted be-
cause it isn’t classified as an alco-
holic beverage.

As hard liquor, such as vodka,
has become less fashionable among
the young, Russia’s beer consump-
tion has more than tripled in the
past 15 years, boosted by cheap
prices, ready availability and lax
regulation. With annual sales esti-
mated at around $17 billion, Russia
is now the third-biggest beer mar-
ket in the world by net consump-
tion, after China and the U.S. For-
eign brewers, who control more
than 80% of the market, have been
the main beneficiaries.

As the global downturn puts hun-

dreds of thousands of Russians out
of work, the country’s policy makers
say the climate is ripe for more
stress-related alcohol consumption.
So, the Kremlin is turning its atten-
tion to beer.

Russia’s Federal Anti-Monopoly
Service is leading the regulatory
charge. The agency says the use of off-
screen voices and animated bottles
and glasses in beer ads violates the
spirit of the country’s ban on the use
of people and animals in such ads.

“It creates the impression that
someone is present,” says Andrei Ka-
shevarov, deputy head of the FAS.
“We don’t want this trend to con-
tinue.”

Mr. Kashevarov cites a series of
commercials for a brand owned by
Dutch brewer Heineken NV as an ex-
ample of what won’t be acceptable
in future. One of the ads for Three
Bears beer simulates a picnic scene,
complete with forest, river, camp-
fire and, of course, beer.

The fire crackles, invisible hands

pour ice-cold beer, phantom drink-
ers propose playful toasts, and a trio
of unseen male drinkers exchange
banter with a pair of naked female
swimmers. The audience knows the
women—also never seen—are na-
ked because their clothes are shown
hanging on deck chairs, and they
can be heard saying they have forgot-
ten their swimsuits.

Mr. Kashevarov says the series
raised regulatory eyebrows. It is
fine, he says, for companies to get
creative, but brewers have gone too
far.

In May, his agency summoned
the country’s biggest brewers—
Carlsberg A/S, Heineken, Efes Bev-
erage Group and Anheuser-Busch
InBev NV—and ad agencies and told
them the rules were about to be in-
terpreted more strictly. Comply, it
said, or face legal action against ads
deemed over the line. Under Rus-
sian law, the FAS has the power to
hit offending companies with big
fines.

The agency told brewers it didn’t
want to hear any more offscreen
voices belonging to drinkers or the
sound of chinking glasses. Inanimate
objects, such as beer bottles, should
no longer exhibit human qualities, it
added.

One of the two giant state-owned
companies that control TV advertis-
ing in Russia—Gazprom-Media—
has already written to ad agencies
telling them to comply with the new
guidelines from Aug. 1.

At the same time, a Kremlin-
backed lawmaker, Anton Belyakov,
has introduced a bill in the Russian
parliament that would impose a com-
plete ban on beer advertising on TV
and radio. Its chances of becoming
law remain unclear. Mr. Belyakov, a
former doctor, calls beer ads “mass
propaganda for an unhealthy way of
life.”

Brewers say past experience in
Russia suggests tighter ad regula-
tion won’t dent beer sales. “Several
studies which investigate the rela-
tionship between advertising and al-
cohol consumption show no conclu-
sive evidence that advertising af-
fects overall levels of alcohol con-
sumption or drinking patterns,” says
Irina Arkhipova, corporate affairs
and communications director at SUN
InBev Russia, a local unit of An-
heuser-Busch InBev that is Russia’s
second-biggest brewer by sales.

Other brewers say they will al-
ways be able to find a way of reach-
ing consumers. “If advertising on
TV is completely banned, we’ll redi-
rect our media activity in such a way
so that current consumption levels
[of beer] are at the very least main-
tained,” says Daniil Briman, vice
president of corporate affairs at
Carlsberg-owned OAO Baltika, Rus-
sia’s biggest brewer by sales.

Vadim Drobiz, an independent li-
quor-industry analyst, says the offi-
cial drive to discourage alcoholism is
politically motivated, aimed at ap-
peasing conservative elements of
Russian society, such as the increas-
ingly influential Russian Orthodox
Church. Like the last major antialco-
hol campaign, in the 1980s, which in-
cluded closing vodka distilleries and
sharply restricting the hours when
alcohol could be sold, it is doomed to
failure, he says.

“You can curb advertising,” Mr.
Drobiz says. “But there’ll be no ef-
fect.”
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 25.60 $23.45 –0.32 –1.35%
Alcoa AA 26.10 9.59 –0.07 –0.72%
AmExpress AXP 9.70 24.46 –0.06 –0.24%
BankAm BAC 252.80 12.91 –0.08 –0.62%
Boeing BA 5.40 40.41 –0.03 –0.07%
Caterpillar CAT 9.80 31.93 0.13 0.41%
Chevron CVX 12.30 63.00 0.56 0.90%
CiscoSys CSCO 45.10 18.73 0.16 0.86%
CocaCola KO 7.20 49.29 0.24 0.49%
Disney DIS 9.60 23.11 0.41 1.81%
DuPont DD 4.70 25.55 0.29 1.15%
ExxonMobil XOM 21.60 66.22 0.52 0.79%
GenElec GE 68.60 11.64 0.18 1.57%
HewlettPk HPQ 13.20 37.14 –0.16 –0.43%
HomeDpt HD 14.70 23.68 0.57 2.47%
Intel INTC 78.30 16.83 0.34 2.06%
IBM IBM 5.00 103.25 –0.37 –0.36%
JPMorgChas JPM 49.80 34.70 –0.01 –0.03%
JohnsJohns JNJ 19.50 58.23 0.51 0.88%
KftFoods KFT 7.20 27.00 0.12 0.45%
McDonalds MCD 6.20 57.46 0.19 0.33%
Merck MRK 13.30 27.16 0.34 1.27%
Microsoft MSFT 42.10 23.11 –0.12 –0.52%
Pfizer PFE 34.40 14.90 0.14 0.95%
ProctGamb PG 11.00 53.54 0.56 1.06%
3M MMM 3.20 60.63 0.14 0.23%
TravelersCos TRV 3.90 39.54 –0.86 –2.13%
UnitedTech UTX 3.40 51.58 0.16 0.31%
Verizon VZ 12.10 28.95 –0.10 –0.34%
WalMart WMT 12.70 48.13 0.30 0.63%

Dow Jones Industrial Average P/E: 12
LAST: 8359.49 s 27.81, or 0.33%

YEAR TO DATE: t 416.90, or 4.8%

OVER 52 WEEKS t 2,603.05, or 23.7%

 Note: Price-to-earnings ratios are for trailing 12 months
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Credit-default swaps: European companies
At its most basic, the pricing of credit-default swaps measures how much a buyer has to pay to purchase-and
how much a seller demands to sell-protection from default on an issuer's debt. The snapshot below gives a
sense which way the market was moving yesterday.

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

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

Brit Awys  813 –20 36 177 Lloyds TSB Bk  192 11 20 23

Havas 388 –4 8 7 Stora Enso  603 11 33 125

Nationwide Bldg Soc 174 –3 –1 6 ThyssenKrupp 473 11 26 45

Glencore Intl 537 –2 –2 –94 Nielsen 686 12 21 77

Koninklijke DSM  61 –2 –3 –5 Kabel Deutschland  496 12 16 78

Carlton Comms  524 –1 18 40 Aegon  219 13 19 24

Rallye 1349 –1 38 21 Aviva  233 13 20 39

Telenor  137 –1 4 –27 Clariant 403 14 39 120

Utd Utils  52 –1 –2 –6 ISS Glob  690 15 26 –35

Tomkins  185 –1 2 4 Alcatel Lucent 877 17 69 86

Source: Markit Group

Dow Jones Stoxx 50: Tuesday’s best and worst…
Market value, Previous

in billions close, in STOCK PERFORMANCE
Company Country Industry of US$ local currency Previous session 52-week Three-year

Rio Tinto U.K. General Mining $50.3 20.20 5.07% –53.2% –8.0%

ING Groep Netherlands Life Insurance 20.1 6.94 4.47 –62.7 –76.6

Intesa Sanpaolo Italy Banks 37.8 2.29 4.45 –32.4 –46.2

UBS Switzerland Banks 40.6 13.70 3.55 –25.1 –74.7

BHP Billiton U.K. General Mining 50.2 13.83 3.48 –16.8 38.3

Vodafone Grp U.K. Mobile Telecoms $106.9 1.13 –1.91% –21.9 1.7

Diageo U.K. Distillers & Vintners 39.0 8.68 –1.20 –0.9 –3.1

Tesco U.K. Food Rtlrs & Whlslrs 46.0 3.60 –0.94 –1.4 4.1

Bayer Germany Specialty Chemicals 42.5 36.86 –0.91 –31.5 2.4

SAP Germany Software 49.7 29.06 –0.75 –10.3 –20.3

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

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

BNP Paribas S.A. 69.7 47.85 3.06% –11.6% –32.4%
France (Banks)
Daimler 39.1 26.45 2.92 –27.3 –28.7
Germany (Automobiles)
Anglo Amer 38.2 17.48 2.88 –37.9 –17.5
U.K. (General Mining)
Deutsche Bk 40.4 46.70 2.60 –6.5 –43.8
Germany (Banks)
Banco Bilbao Viz 47.6 9.11 2.59 –16.6 –41.3
Spain (Banks)
UniCredit 40.9 1.75 2.52 –40.2 –64.1
Italy (Banks)
Soc. Generale 31.7 39.12 2.45 –23.1 –61.6
France (Banks)
AXA S.A. 36.3 12.47 2.38 –27.6 –49.0
France (Full Line Insurance)
ArcelorMittal 48.7 22.40 2.26 –58.7 ...
Luxembourg (Iron & Steel)
BASF 38.1 29.69 2.24 –26.4 –2.3
Germany (Commodity Chemicals)
HSBC Hldgs 143.0 5.11 2.06 –18.1 –38.2
U.K. (Banks)
Allianz SE 41.5 65.83 1.78 –35.8 –43.0
Germany (Full Line Insurance)
ABB 35.9 16.80 1.57 –36.5 20.4
Switzerland (Industrial Machinery)
E.ON 66.5 23.84 1.36 –40.9 –17.2
Germany (Multiutilities)
Credit Suisse Grp 53.7 49.32 1.31 24.2 –20.9
Switzerland (Banks)
Barclays 53.8 3.00 1.21 15.2 –47.7
U.K. (Banks)
Banco Santander 96.6 8.50 1.13 –16.9 –17.2
Spain (Banks)
Roche Hldg Part. Cert. 95.0 147.20 1.03 –20.0 –28.8
Switzerland (Pharmaceuticals)
GDF Suez 77.5 24.59 0.99 –34.7 –3.5
France (Multiutilities)
Royal Dutch Shell A 84.7 17.12 0.94 –27.0 –35.4
U.K. (Integrated Oil & Gas)

BG Grp 58.4 10.03 0.91% –7.9% 40.7%
U.K. (Integrated Oil & Gas)
Total S.A. 122.6 37.09 0.86 –23.8 –26.4
France (Integrated Oil & Gas)
Assicurazioni Gen 27.8 14.13 0.78 –36.1 –41.9
Italy (Full Line Insurance)
Siemens 62.3 48.84 0.72 –29.4 –22.1
Germany (Diversified Industrials)
Deutsche Telekom 49.3 8.10 0.56 –23.7 –32.7
Germany (Mobile Telecoms)
BP 159.3 4.74 0.47 –9.6 –25.3
U.K. (Integrated Oil & Gas)
Koninklijke Phlps 18.9 13.95 0.43 –31.8 –39.1
Netherlands (Consumer Electronics)
Novartis 104.7 43.12 0.37 –24.5 –36.2
Switzerland (Pharmaceuticals)
Astrazeneca 63.6 26.89 0.32 18.1 –13.6
U.K. (Pharmaceuticals)
Unilever 41.7 17.45 0.29 0.6 –0.8
Netherlands (Food Products)
Iberdrola S.A. 38.5 5.53 0.27 –29.9 –14.1
Spain (Conventional Electricity)
GlaxoSmithKline 103.5 11.13 0.18 –6.2 –25.4
U.K. (Pharmaceuticals)
L.M. Ericsson Tel B 27.9 73.90 0.14 14.9 –31.9
Sweden (Telecoms Equipment)
Nestle S.A. 146.3 41.58 0.14 –3.3 7.4
Switzerland (Food Products)
British Amer Tob 56.9 17.27 0.12 1.6 26.1
U.K. (Tobacco)
France Telecom 57.9 15.88 0.06 –17.0 –1.9
France (Fixed Line Telecoms)
ENI 89.9 16.09 0.06 –27.1 –29.4
Italy (Integrated Oil & Gas)
Sanofi-Aventis S.A. 77.3 42.17 ... –3.6 –43.6
France (Pharmaceuticals)
Telefonica S.A. 104.1 15.86 –0.19 –6.4 25.0
Spain (Fixed Line Telecoms)
Nokia 54.4 10.42 –0.48 –33.1 –29.5
Finland (Telecoms Equipment)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

Hedge funds
Dow Jones TOTAL RETURN for rolling periods, net of fees*
Hedge Benchmark One week One month One quarter Year to date One year

Merger Arbitrage 0.05% 0.27% 2.1% 4.5% -3.9%
Event Driven -0.10% 0.82% 4.8% 6.4% -21.5%
Equity Market Neutral 0.25% 0.49% -1.0% -3.2% -12.6%
Equity Long/Short 0.00% -0.12% 1.1% 0.7% -18.8%

*Estimates as of 07/13/09, after fees; Source: www.djhedgefundindexes.com

Credit derivatives
Spreads on credit derivatives are one way the market rates
creditworthiness. Regions that are treading in rough waters can
see spreads swing toward the maximum—and vice versa. Indexes
below are for five-year swaps.

Markit iTraxx Indexes SPREAD RANGE, in pct. pts.
Mid-spread, since most recent roll

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average
Europe: 11/1 1.23 102.82% 0.02% 1.87 1.02 1.35

Eur. High Volatility: 11/1 2.29 106.36 0.04 3.89 2.03 2.69

Europe Crossover: 11/1 7.67 107.37 0.10 9.71 6.60 7.95

Asia ex-Japan IG: 11/1 2.04 106.45 0.04 3.84 1.58 2.43

Japan: 11/1 2.42 111.69 0.05 4.33 1.41 2.46

 Note: Data as of July 13

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

In percentage points

5.00

3.75

2.50

1.25

0

t

Europe

t
Europe Sub Financials

2009
Jan. Feb. Mar. April May June July

Index roll

Source: Markit Group

BLUE CHIPS & BONDS

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

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

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

Source: Dealogic
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Town is witness to U.K.’s rising war grief
Growing frequency of sad processions, as crowds swell to thousands, tests country’s patience for Afghanistan fighting

One of eight hearses carrying the bodies of eight U.K. soldiers killed in Afghanistan
last week passes mourners on the High Street in Wootton Bassett on Tuesday.

By Carolyn Henson

BRUSSELS—The European
Union’s new Parliament elected Po-
land’s former Prime Minister Jerzy
Buzek as president, the first East Eu-
ropean to head one of the
bloc’s big institutions.

Though the president of
the 736-member body has
few powers, the choice of
Mr. Buzek is symbolic for
the former communist-bloc
nations that have joined
the EU since 2004, and have
sometimes felt they were
secondary to longer-serv-
ing EU member states.

The 69-year-old told an
inaugural session of the par-
liament his election was “a tribute to
the millions of people who didn’t
bow to a hostile system,” referring to
communism. “There is now no ‘you’

and ‘us’; we live in a shared Europe.”
Mr. Buzek, a member of the con-

servative European People’s Party,
received a resounding endorsement
with 555 of 644 votes. His nearest op-
ponent, Green party member Eva-

Britt Svensson of Sweden,
got 89 votes.

Mr. Buzek was Poland’s
prime minister from 1997
to 2001, helping guide the
country into the North At-
lantic Treaty Organization
and launching its member-
ship talks with the EU. He
was one of the original
members of Poland’s Soli-
darity union, which played
a prominent role in top-
pling communism. Solidar-

ity veterans have since split into two
conservative factions, and Mr.
Buzek has sided with the more mod-
erate Civic Platform party, headed

by Prime Minister Donald Tusk.
A chemical engineer, lecturer and

former director of Poland’s Acad-
emy of Science, Mr. Buzek repre-
sented Poland until 1997 in the Inter-
national Energy Agency’s program
to assess technologies believed to
contribute to global warming.

He will serve a 2µ-year term—half
the new Parliament’s five-year man-
date—before handing over to the so-
cialist-bloc leader, Germany’s Martin
Schulz, under a pact by the body’s two
biggest factions.The European Parlia-
ment is the EU’s only elected institu-
tion, serving alongside the executive
European Commission and the Euro-
pean Council of national govern-
ments. The Parliament doesn’t ini-
tiate legislation on its own—that role
belongs primarily to the commission.

The Parliament has joint powers
to approve some legislation with the
council. A new EU treaty, the Treaty

of Lisbon, if voted through by Ire-
land on Oct. 2, would extend those
powers to virtually all areas where

the EU has the right to act.
 —Marc Champion

contributed to this article.

Buzek storms into Parliament post

A milk producer, walking with his livestock, protests falling milk prices in front of
the European Parliament building in Strasbourg, France, on Tuesday.Jerzy Buzek

ECONOMY & POLITICS

By Alistair MacDonald

WOOTTON BASSETT, England—
Withits cricket field, pubs and a centu-
ries-old church, this is a typical south-
ern English town in all respects but
one: Every corpse that returns from
Britain’s wars abroad passes through
it in a public show of respect.

Wootton Bassett is near Royal
Air Force Lyneham, the base to
which the country’s war dead are re-
turned. Starting about two years
ago, townspeople began gathering
for the processions of each soldier
as the body, in a flag-draped casket,
was moved from Lyneham to a coro-
ner’s office in Oxford.

The first processions were at-
tended by just a dozen saluting war
veterans. Crowds recently have
swelled to the thousands. Now, the
repetition of these sad processions is
testing the U.K. public’s patience for
the war—and throwing up another po-
tential obstacle to continued support
for U.S.-led efforts in Afghanistan.

In recent weeks, the convoy of
coffins through Wootton Bassett
has turned from a trickle to a
stream, as U.K. troops join the
U.S.-led surge in southern Afghani-
stan. The recent rise in casual-
ties—15 soldiers died in 10 days—is
raising new questions from the pub-
lic, politicians and local media
about Britain’s continued role.

On Tuesday, an estimated 7,000
people gathered in the sun on Woot-
ton Bassett’s High Street to pay their
respects to the bodies of eight sol-
diers who were killed in one 24-hour
period late last week. At 4:36 p.m. a
solitary church bell tolled, the road
was closed off, and an undertaker
stepped out of a hearse to lead the
bodies in the procession. As the
eight passed, relatives and friends
were held in tight embraces, tears
fell, and a round of applause fol-
lowed the coffins down the road.

“We have to support our troops,”
said Percy Miles, who in early 2007
arranged the first turnout in the
town, for 10 people killed when their
C130 Hercules transport aircraft was
shot down in Iraq. But with deaths
mounting, the 77-year-old Mr. Miles,
a British Army veteran, added: “We
shouldn’t be there. It’s not a war of
our making, it’s a U.S. war.

British Prime Minister Gordon
Brown disagrees; he told Parliament
on Monday that the U.K’s security de-
pends on defeating al Qaeda and the
Taliban in an area where three-quar-
ters of the serious terrorist threats to
Britain originate. In recent days he
and government ministers have cam-
paigned to shore up public support,
as a host of opposition politicians, re-
tired military officers and media com-
mentators have criticized what they
see as a lack of objectives and poor
equipment for the forces.

Nick Clegg, the leader of the op-
position Liberal Democrats, said in
Parliament that the government’s
policy in Afghanistan is “overambi-
tious and underresourced.” Critics
have focused, for instance, on what
they see as a lack of helicopter cover.
The Conservative Party blame the
government for cutting the helicop-
ter budget by £1.4 billion ($2.3 bil-
lion) in 2004, a move the govern-
ment says it is now rectifying.

At stake are future troop num-
bers from the U.S.’s biggest ally in Af-
ghanistan. Britain has 9,000 mili-
tary personnel in the country, more
than half of which are currently
fighting with U.S. troops to seize Tal-
iban-held territory in Helmand prov-
ince ahead of an Afghan presidential
election next month.

Mr. Brown now has to decide,
given the current pressures on his

forces, if he keeps around 700 troops
in Afghanistan that were scheduled
to come home after the local elec-
tions next month. The prime minis-
ter says he is continuously evaluat-
ing the situation with commanders.

A poll by ICM for the Guardian
newspaper late last week, as news of
the latest casualties broke, showed
opposition to the war at 47%, about
the same as the 46% who support it.
However, public backing for the war
in Afghanistan has increased by 15
percentage points since a similar
poll in 2006.

Some recent German deaths in Af-
ghanistan have heightened opposi-
tion to the war there, and other
North Atlantic Treaty Organization
countries are also showing fatigue
from the conflict. It would be a partic-
ular blow to the U.S. effort if the U.K.
were to decide its involvement in Af-
ghanistan is too politically fraught to
continue at current levels.

Support for the British effort
owes partly to a campaign by the
British government and military to
shore up support for the British
armed services. Des Browne, as min-

ister of defence, helped push some
of the changes. There was a desire to
“address the balance of decades of
neglect,” he said.

British military uniforms, once
common on the street, were less fre-
quently seen due to worries about
terrorists linked to Northern Ire-
land. Some analysts say the military
also fell from civilian view in part in
deference to Britain’s Muslim popula-
tion, parts of which disagreed with
the wars in Iraq and Afghanistan and
amid general rejection of war.

A 2007 report on the relation-
ship between the armed forces and
the public suggested a number of im-
provements, including the wearing
of uniforms in public again; shifting
homecoming parades and medal pre-
sentations to public places; and cre-
ating a British Armed Forces Day.
On June 27, the armed services
hosted events around the country,
from military parades to children’s
shooting ranges. Wootton Bassett in-
fluenced the government’s thinking,
Mr. Brown said.

In 2005, Mr. Miles—then the
town’s mayor—was told by the sta-
tion commander at RAF Lyneham
that the bodies of the personnel
from the base would be passing
through his town. Mr. Miles remem-
bers going upstairs to put on the
chain and robes that are a symbol of
his post and walking with his wife to
the local war memorial.

Now, when RAF Lyneham hears of
a “repatriation,” a base official calls
secretaries at the Town Hall, who
email and call around 30 local people
who have their own lists of 10 num-
bers each to call. Through what lo-
cals call a “jungle telegram,” news
spreads. So far 166 coffins have
passed through in 79 ceremonies.

What transpires during the pro-
cessions is often not about politics,
but rather grief, said Alison Al-
dridge, 40, after watching Tuesday
as her nephew Will Aldridge’s coffin
was driven past. At 18, one of the
youngest soldiers stationed in Hel-
mand, Mr. Aldridge was killed in an
explosion as he helped to retrive ca-
sualties hurt in an earlier blast.

“The army was what Will wanted
all his life. It just didn’t have a happy
ending,” she said, holding tears
back behind dark glasses.
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

2.76% 12 World -a % % 180.97 0.99%–28.1% 4.88% 11 U.S. Select Dividend -b % % 503.76 –0.40% –17.2%

2.21% 14 Global Dow 1074.60 0.97% –22.5% 1594.85 1.16% –32.2% 4.65% 15 Infrastructure 1221.70 0.71% –15.4% 1627.78 0.90% –26.0%

3.37% 26 Stoxx 600 203.50 1.35% –23.6% 211.94 1.31% –33.3% 1.92% 6 Luxury 681.10 1.25% –9.5% 806.93 1.44% –20.8%

3.53% 17 Stoxx Large 200 218.60 1.28% –24.1% 226.42 1.25% –33.7% 7.12% 4 BRIC 50 326.00 2.97% –20.0% 434.37 3.16% –30.0%

2.54% -17 Stoxx Mid 200 186.30 1.48% –21.3% 193.00 1.44% –31.3% 4.57% 11 Africa 50 692.70 2.00% –27.0% 614.45 2.19% –36.1%

2.74% -28 Stoxx Small 200 115.80 2.05% –20.6% 119.88 2.02% –30.7% 3.91% 6 GCC % % 1298.15 3.11% –53.6%

3.35% 19 Euro Stoxx 219.80 1.08% –25.9% 228.94 1.05% –35.3% 3.45% 12 Sustainability 674.80 1.23% –20.3% 795.94 1.39% –30.3%

3.51% 14 Euro Stoxx Large 200 234.40 1.10% –26.4% 242.55 1.07% –35.7% 2.64% 12 Islamic Market -a % % 1573.79 0.90% –27.4%

2.58% -12 Euro Stoxx Mid 200 205.90 0.86% –24.3% 213.04 0.83% –33.9% 2.93% 11 Islamic Market 100 1458.20 0.59% –13.0% 1743.46 0.75% –23.9%

2.82% 16 Euro Stoxx Small 200 125.30 1.31% –21.8% 129.55 1.28% –31.8% 2.93% 11 Islamic Turkey -c % % % %

5.96% 8 Stoxx Select Dividend 30 1129.30 1.87% –25.5% 1347.63 1.84% –34.9% 2.23% 12 DJ U.S. TSM % % 9212.34 –0.07% –25.6%

5.19% 9 Euro Stoxx Select Div 30 1302.40 1.26% –35.4% 1560.24 1.22% –43.6% % DJ-UBS Commodity 114.20 1.42% –40.9% 115.65 1.38% –48.4%

*Fundamentals are based on data in U.S. dollar. Footnotes: a-in US dollar. b-dividends reinvested. c-in local currency. Note: All data as of 2 p.m. ET. Source: Dow Jones Indexes

Cross rates U.S.-dollar and euro foreign-exchange rates in global trading

USD GBP CHF SEK RUB NOK JPY ILS EUR DKK CDN AUD

Australia 1.2699 2.0672 1.1670 0.1606 0.0393 0.1957 0.0137 0.3213 1.7707 0.2379 1.1148 ...

 Canada 1.1391 1.8543 1.0468 0.1441 0.0352 0.1756 0.0123 0.2882 1.5883 0.2134 ... 0.8970

 Denmark 5.3391 8.6913 4.9066 0.6752 0.1651 0.8228 0.0574 1.3510 7.4446 ... 4.6871 4.2043

 Euro 0.7172 1.1675 0.6591 0.0907 0.0222 0.1105 0.0077 0.1815 ... 0.1343 0.6296 0.5647

 Israel 3.9520 6.4333 3.6319 0.4998 0.1222 0.6091 0.0425 ... 5.5105 0.7402 3.4694 3.1120

 Japan 92.9750 151.3494 85.4432 11.7588 2.8750 14.3290 ... 23.5261 129.6397 17.4140 81.6215 73.2132

 Norway 6.4886 10.5625 5.9630 0.8206 0.2006 ... 0.0698 1.6419 9.0474 1.2153 5.6963 5.1094

 Russia 32.3390 52.6430 29.7192 4.0900 ... 4.9840 0.3478 8.1829 45.0919 6.0570 28.3900 25.4653

 Sweden 7.9069 12.8712 7.2663 ... 0.2445 1.2186 0.0850 2.0007 11.0249 1.4809 6.9413 6.2262

 Switzerland 1.0882 1.7713 ... 0.1376 0.0336 0.1677 0.0117 0.2753 1.5173 0.2038 0.9553 0.8569

 U.K. 0.6143 ... 0.5645 0.0777 0.0190 0.0947 0.0066 0.1554 0.8566 0.1151 0.5393 0.4837

 U.S. ... 1.6278 0.9190 0.1265 0.0309 0.1541 0.0108 0.2530 1.3943 0.1873 0.8779 0.7874

Source: Thomson Reuters via WSJ Market Data Group

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

WSJ.com

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

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

Corn (cents/bu.) CBOT 345.50 6.00 1.77% 707.00 302.00
Soybeans (cents/bu.) CBOT 918.00 6.50 0.71 1,557.50 670.00
Wheat (cents/bu.) CBOT 530.00 –12.75 –2.35% 1,072.00 512.00
Live cattle (cents/lb.) CME 90.125 –0.125 –0.14 118.500 81.250
Cocoa ($/ton) ICE-US 2,727 63 2.36 3,237 1,950
Coffee (cents/lb.) ICE-US 115.50 0.60 0.52 183.30 109.00
Sugar (cents/lb.) ICE-US 17.68 0.14 0.80 18.09 11.05
Cotton (cents/lb.) ICE-US 63.38 0.72 1.15 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,036.00 46 2.31 3,637 1,425
Cocoa (pounds/ton) LIFFE 1,750 25 1.45 1,985 1,177
Robusta coffee ($/ton) LIFFE 1,387 22 1.61 2,324 1,250

Copper (cents/lb.) COMEX 229.90 7.60 3.42 375.35 129.55
Gold ($/troy oz.) COMEX 922.80 0.30 0.03 1,020.70 724.60
Silver (cents/troy oz.) COMEX 1285.50 7.00 0.55 2,009.00 886.00
Aluminum ($/ton) LME 1,593.00 28.00 1.79 3,269.00 1,288.00
Tin ($/ton) LME 12,950.00 500.00 4.02 23,700.00 9,750.00
Copper ($/ton) LME 4,981.00 99.00 2.03 8,275.00 2,815.00
Lead ($/ton) LME 1,589.50 –0.50 –0.03 2,225.00 870.00
Zinc ($/ton) LME 1,491.50 1.50 0.10 1,933.00 1,065.00
Nickel ($/ton) LME 15,450 1,045 7.25 21,195 9,000

Crude oil ($/bbl.) NYMEX 60.39 –0.17 –0.28 142.60 44.28
Heating oil ($/gal.) NYMEX 1.5495 0.0050 0.32 4.0400 1.2589
RBOB gasoline ($/gal.) NYMEX 1.6402 0.0057 0.35 3.0875 1.1450
Natural gas ($/mmBtu) NYMEX 3.429 0.166 5.09 12.038 3.225
Brent crude ($/bbl.) ICE-EU 60.85 0.14 0.23 134.00 44.13
Gas oil ($/ton) ICE-EU 491.25 7.75 1.60 1,267.00 401.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on July 14
Per In

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

Argentina peso-a 5.3072 0.1884 3.8063 0.2627

Brazil real 2.7529 0.3632 1.9744 0.5065

Canada dollar 1.5883 0.6296 1.1391 0.8779
1-mo. forward 1.5881 0.6297 1.1389 0.8780

3-mos. forward 1.5876 0.6299 1.1386 0.8783
6-mos. forward 1.5866 0.6303 1.1379 0.8788

Chile peso 765.08 0.001307 548.70 0.001822
Colombia peso 2876.61 0.0003476 2063.05 0.0004847

Ecuador US dollar-f 1.3943 0.7172 1 1
Mexico peso-a 19.1992 0.0521 13.7693 0.0726

Peru sol 4.2158 0.2372 3.0235 0.3307
Uruguay peso-e 32.307 0.0310 23.170 0.0432

U.S. dollar 1.3943 0.7172 1 1
Venezuela bolivar 2.99 0.333992 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7707 0.5647 1.2699 0.7875
China yuan 9.5274 0.1050 6.8329 0.1464

Hong Kong dollar 10.8068 0.0925 7.7504 0.1290
India rupee 68.1558 0.0147 48.8800 0.0205

Indonesia rupiah 14201 0.0000704 10185 0.0000982
Japan yen 129.64 0.007714 92.98 0.010756

1-mo. forward 129.59 0.007716 92.94 0.010759
3-mos. forward 129.50 0.007722 92.88 0.010767

6-mos. forward 129.30 0.007734 92.73 0.010784
Malaysia ringgit-c 5.0008 0.2000 3.5865 0.2788

New Zealand dollar 2.1981 0.4549 1.5764 0.6344
Pakistan rupee 115.034 0.0087 82.500 0.0121

Philippines peso 67.124 0.0149 48.140 0.0208
Singapore dollar 2.0371 0.4909 1.4610 0.6845

South Korea won 1808.05 0.0005531 1296.70 0.0007712
Taiwan dollar 46.181 0.02165 33.120 0.03019
Thailand baht 47.596 0.02101 34.135 0.02930

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

Euro zone euro 1 1 0.7172 1.3944

1-mo. forward 0.9999 1.0001 0.7171 1.3945

3-mos. forward 0.9999 1.0001 0.7171 1.3944

6-mos. forward 0.9999 1.0001 0.7171 1.3944

Czech Rep. koruna-b 25.974 0.0385 18.628 0.0537

Denmark krone 7.4446 0.1343 5.3391 0.1873

Hungary forint 275.54 0.003629 197.61 0.005060

Norway krone 9.0474 0.1105 6.4886 0.1541

Poland zloty 4.3288 0.2310 3.1045 0.3221

Russia ruble-d 45.092 0.02218 32.339 0.03092

Sweden krona 11.0249 0.0907 7.9069 0.1265

Switzerland franc 1.5173 0.6591 1.0882 0.9190

1-mo. forward 1.5167 0.6593 1.0877 0.9193

3-mos. forward 1.5154 0.6599 1.0868 0.9201

6-mos. forward 1.5125 0.6612 1.0847 0.9219

Turkey lira 2.1547 0.4641 1.5453 0.6471

U.K. pound 0.8566 1.1675 0.6143 1.6278

1-mo. forward 0.8566 1.1674 0.6143 1.6278

3-mos. forward 0.8567 1.1673 0.6144 1.6276

6-mos. forward 0.8567 1.1673 0.6144 1.6276

MIDDLE EAST/AFRICA
Bahrain dinar 0.5256 1.9024 0.3770 2.6526

Egypt pound-a 7.7902 0.1284 5.5870 0.1790

Israel shekel 5.5105 0.1815 3.9520 0.2530

Jordan dinar 0.9886 1.0115 0.7090 1.4104

Kuwait dinar 0.4007 2.4957 0.2874 3.4798

Lebanon pound 2101.98 0.0004757 1507.50 0.0006634

Saudi Arabia riyal 5.2294 0.1912 3.7505 0.2666

South Africa rand 11.5277 0.0867 8.2675 0.1210

United Arab dirham 5.1214 0.1953 3.6730 0.2723

SDR -f 0.8996 1.1116 0.6452 1.5499

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

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

 26 EUROPE DJ Stoxx 600 203.50 2.70 1.34% 3.4% –23.6%

 14 DJ Stoxx 50 2083.68 26.62 1.29 0.9% –23.1%

 19 Euro Zone DJ Euro Stoxx 219.83 2.35 1.08 –1.3% –25.9%

 16 DJ Euro Stoxx 50 2370.71 25.49 1.09 –3.3% –24.6%

 8 Austria ATX 2042.62 42.01 2.10 16.7% –39.7%

 12 Belgium Bel-20 2025.71 32.12 1.61 6.1% –29.3%

 9 Czech Republic PX 931.4 23.7 2.61 8.5% –33.5%

 14 Denmark OMX Copenhagen 264.52 2.07 0.79 16.9% –26.6%

 11 Finland OMX Helsinki 5508.43 40.68 0.74 1.9% –32.0%

 11 France CAC-40 3081.87 29.79 0.98 –4.2% –24.1%

 18 Germany DAX 4781.69 59.35 1.26 –0.6% –21.4%

 … Hungary BUX 15358.18 544.44 3.68 25.5% –24.3%

 8 Ireland ISEQ 2636.22 30.18 1.16 12.5% –39.5%

 8 Italy FTSE MIB 18450.54 233.07 1.28 –5.2% –31.8%

 9 Netherlands AEX 251.91 2.12 0.85 2.4% –34.3%

 8 Norway All-Shares 321.23 7.11 2.26 18.9% –32.8%

 17 Poland WIG 31044.80 1254.42 4.21 14.0% –17.6%

 14 Portugal PSI 20 7079.37 31.67 0.45 11.6% –11.6%

 … Russia RTSI 866.55 30.94 3.70% 37.1% –60.1%

 9 Spain IBEX 35 9634.0 66.6 0.70 4.8% –13.6%

 15 Sweden OMX Stockholm 243.68 2.68 1.11 19.3% –6.7%

 11 Switzerland SMI 5365.05 49.76 0.94 –3.1% –18.2%

 9 Turkey ISE National 100 36701.20 –303.38 –0.82% 36.6% 4.1%

 10 U.K. FTSE 100 4237.68 35.55 0.85 –4.4% –18.1%

 21 ASIA-PACIFIC DJ Asia-Pacific 103.44 2.22 2.19 10.5% –23.2%

 … Australia SPX/ASX 200 3867.1 129.6 3.47 3.9% –19.7%

 … China CBN 600 27467.67 655.94 2.45 86.0% 19.5%

 15 Hong Kong Hang Seng 17885.73 631.10 3.66 24.3% –15.5%

 16 India Sensex 13853.70 453.38 3.38 43.6% 9.3%

 … Japan Nikkei Stock Average 9261.81 211.48 2.34 4.5% –27.4%

 … Singapore Straits Times 2310.55 43.91 1.94 31.2% –18.4%

 11 South Korea Kospi 1385.56 7.44 0.54 23.2% –8.2%

 14 AMERICAS DJ Americas 234.64 0.58 0.25 3.8% –27.5%

 … Brazil Bovespa 48984.48 –202.45 –0.41 30.5% –20.1%

 16 Mexico IPC 24277.02 325.06 1.36 8.5% –11.2%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of July 14, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

3.00% 16 ALL COUNTRY (AC) WORLD* 236.89 1.06% 4.0% –33.3%

3.00% 17 World (Developed Markets) 934.78 1.45% 1.6% –33.3%

2.70% 18 World ex-EMU 110.04 1.27% 2.3% –31.9%

2.80% 19 World ex-UK 933.77 1.48% 1.1% –32.6%

3.80% 16 EAFE 1,256.96 0.40% 1.6% –36.1%

2.90% 14 Emerging Markets (EM) 723.05 –1.76% 27.5% –33.5%

4.40% 11 EUROPE 70.02 1.79% 0.9% –30.8%

4.60% 12 EMU 139.18 2.46% –2.0% –40.3%

4.10% 13 Europe ex-UK 76.47 2.10% –1.4% –30.5%

5.50% 9 Europe Value 77.51 2.21% –0.0% –32.3%

3.30% 15 Europe Growth 61.49 1.38% 1.7% –29.3%

3.50% 12 Europe Small Cap 120.89 0.95% 19.7% –31.1%

2.70% 7 EM Europe 184.84 0.88% 16.4% –54.9%

5.00% 8 UK 1,249.76 1.84% –4.9% –25.0%

3.10% 13 Nordic Countries 108.90 1.55% 11.0% –33.8%

2.00% 6 Russia 489.31 1.00% 18.7% –66.2%

4.20% 10 South Africa 605.71 –0.30% 4.6% –15.4%

3.40% 17 AC ASIA PACIFIC EX-JAPAN 306.21 –2.62% 23.8% –28.8%

1.70%-117 Japan 525.34 –2.10% –0.9% –37.0%

2.40% 16 China 51.94 –2.69% 27.3% –16.3%

1.10% 18 India 527.41 –0.70% 42.8% –3.2%

1.30% 20 Korea 381.99 –3.48% 24.4% –16.6%

4.40% 29 Taiwan 238.84 –3.33% 37.8% –18.7%

2.20% 22 US BROAD MARKET 990.69 2.44% 0.8% –29.7%

1.60% -40 US Small Cap 1,284.85 2.55% 3.0% –29.0%

3.50% 13 EM LATIN AMERICA 2,797.82 0.74% 34.7% –41.1%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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Euro-zone output increases
for first time in nine months
By Ilona Billington

LONDON—Factory output in the
euro-zone economy rose in May for
the first time since August, adding to
evidence that the worst of the region’s
economic contraction has passed.

But German financial observers
grew more pessimistic about the
outlook in July for the 16 countries
that use the euro, anticipating a
long, slow and uncertain crawl to-
ward recovery.

According to the European
Union’s official statistics agency Eu-
rostat, industrial production rose
0.5% in May from April. That was
the first rise in nine months. The
year-to-year decline slowed to 17%.

Thepickupinoutputwasconfirma-
tion that a series of surveys pointing
to a turnaround in the sector hadn’t
been misleading. The hard data and
surveys together suggest that factory
output could post a quarter-to-quar-
ter increase as soon as this period, but
it may take longer for other key parts
of the economy to revive.

“In all, though, it still looks as
though any recovery in euro-zone ac-
tivity will be slow to get started,”
said Capital Economics’ European
economist Jennifer McKeown.

That cautious view is shared by
German financial analysts surveyed
by the Center for European Eco-
nomic Research, or the ZEW. The
measure of sentiment for economic
development in Germany for the fol-
lowing six months fell 5.3 points to
39.5 in July, from 44.8 a month ear-
lier. It was the first decline after
nine straight months of gains, and
reflected concerns about the scar-
city of bank lending to consumers
and business.

The respondents expected gross

domestic product to be flat in the
third and fourth quarters of 2009,
as their assessment of the current
economic situation stabilized in
July after falling steeply in recent
months. The ZEW also said it ex-
pected German GDP to contract 6%
for the whole of 2009 compared
with 2008.

The ZEW survey of German senti-
ment for economic development in
the currency zone overall for the fol-
lowing six months also fell to 39.5,
down 3.2 points from June.

The European Central Bank wel-
comes any sign of a recovery, but
will likely remain cautious and keep
interest rates at a low level for some
time, as well as maintaining or possi-
bly extending its current additional
policy support.
 — Roman Kessler

and Geoffrey T. Smith
in Frankfurt and

Quentin Fottrell in Dublin
contributed to this article.

U.S. auto czar steps down
Architect of bailouts
for GM and Chrysler
quits after six months

Steven Rattner led the U.S. overhauls of GM and Chrysler that shed thousands of jobs and eliminated heavy debt loads.

U.K. inflation rate falls
below the BOE’s target

ECONOMY & POLITICS

Source: Eurostat
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By Neil King Jr.

WASHINGTON—Steven Rattner,
chief architect of the U.S. bailouts of
General Motors Co. and Chrysler LLC,
is leaving the Obama administration
after less than six months on the job
and just days after ushering GM
through a speedy bankruptcy-court
proceeding.

Mr. Rattner, a former investment
banker and onetime partner of the
New York private-equity firm Quad-
rangle Group, is closely identified
with the bailout’s successes and con-
troversies. He led revamps that shed
thousands of jobs and eliminated
heavy debt loads. He also drew criti-
cism from those who objected to the
U.S. government’s intervention in the
automobile sector. All told, the bill
could hit $100 billion.

His return to New York appears to
have cut short, at least in the medium
term, Mr. Rattner’s goal of parlaying
the task-force position into a second,
political career. The statement an-
nouncing his appointment as a Trea-
sury adviser in February made clear
he would have responsibilities be-
yond the automobile sector.

His departure sparked specula-
tion about what might have derailed
the plans, especially since it leaves his
future endeavors unclear.

The move comes as the New York
attorney general’s office has intensi-
fied scrutiny of Quadrangle Group
and Mr. Rattner, 56 years old, as part
of a long-running probe, according to
a person familiar with the matter.

The attorney general is oversee-
ing a broad investigation into al-
leged payments to secure business
with New York state’s large public-
pension fund.

There is no indication that Mr.
Rattner’s return to New York is con-
nected to the probe. The fact he has
been named in an ongoing investiga-
tion could have complicated any ad-
ministration effort to appoint Mr.
Rattner to a more permanent post.

A spokesman for Quadrangle
declined to comment. Neither the
firm nor Mr. Rattner has been

charged with wrongdoing.
Mr. Rattner didn’t return calls

seeking comment.
Mr. Rattner won’t be returning to

Quadrangle Group, according to peo-
ple close to him. His departure from
the firm he co-founded came at a
tough time for the firm and irked
some former colleagues.

The move triggered a clause that
allowed investors in the firm’s flag-
ship buyout fund to withhold money
they had pledged. In the end, inves-
tors in Quadrangle Group’s private-
equity vehicle elected to keep their
financial commitments.

In a written statement, Treasury
Secretary Timothy Geithner said
that with the heavy lifting of the auto
bailout over, Mr. Rattner had “de-
cided to transition back to private
life and his family in New York City.”

Former labor negotiator Ron
Bloom, also a prominent member of
the administration’s auto task
force, will take over as head of the
restructuring team. Mr. Bloom
spent much of the past few months
negotiating labor deals central to
the auto rescues. Several top admin-
istration officials said they were im-
pressed with his work and wanted
to keep him on board.

Mr. Rattner, by contrast, was
seen more as a negotiator and deal
maker.

“This is natural,” said one admin-
istration official. “Steve is a great
deal guy, and the deal time is over.”

Mr. Rattner won high marks from
within the companies themselves.
GM Vice Chairman Bob Lutz said in
an interview that Mr. Rattner “has a
brilliant mind and showed tremen-
dous energy” during the GM rescue.

Mr. Rattner was a lightning rod
for bailout critics. Dealers objected
to the government’s support for
plans to eliminate thousands of GM
and Chrysler dealerships. Auto-parts
manufacturers complain they
haven’t been helped enough. Some
of loudest criticisms have come from
business circles and among conserva-
tives who objected to what they saw
as Mr. Rattner’s heavy-handed treat-
ment of the secured lenders in the
Chrysler case.

Jack Fitzgerald, an auto dealer
who was mandated to close
Chrysler and GM stores in Mary-
land and Florida, said the task
force, under Mr. Rattner’s lead,

failed to truly grasp the nature of
the auto retailing business.

“They’re cutting back services to
domestic car buyers,” he said, refer-
ring to the decision to slash thou-
sands of dealers seemingly over-
night from the Chrysler and GM net-
works. “The task force simply looked
at the number of dealers Toyota had…
without grasping what a dealer re-
ally does,” he said. “They just did ev-
erything wrong.”

During his brief stay in Washing-
ton, Mr. Rattner worked to keep a
low profile. He rarely granted inter-
views and usually deferred to his
bosses within the Treasury Depart-
ment and the White House.

He remained a focus of attention
because of his deep ties to Wall
Street, his wealth and his involve-
ment in the pay-to-play investigation
in New York. His transition to Wash-
ington power circles was also fol-
lowed because of his prominent role
for years in Democratic Party circles
in New York.

He and his wife, Maureen White,
ranked among the city’s biggest fund-
raisers for Democratic candidates
and he was one of the few prominent
administration officials with an ex-
tensive business background.

In recent years, Mr. Rattner has
made no secret of his ambitions to
work for a Democratic president. In
1997, he turned down a post under
President Bill Clinton. When he
jumped at the opportunity to spear-
head the Obama auto task force,
many in Washington assumed he
would later ascend to other jobs at
the Treasury or the White House.

Mr. Rattner’s most prominent
task came in late March when, on be-
half of Mr. Obama, he personally de-
manded that GM’s chief executive at
the time, Rick Wagoner, step down.

Mr. Geithner, in his statement,
said the administration was entering
“a new phase of the government’s un-
precedented and temporary involve-
ment in the automotive industry.”

Mr. Bloom, he said, would lead
the effort now that it was moving
away from “day-to-day restructuring
to monitoring this vital industry and
protecting the substantial invest-
ment the American taxpayers have
made” in the companies.
 —John D. Stoll, Craig Karmin

and Peter Lattman
contributed to this article.

Bloomberg News

By Natasha Brereton

LONDON—The U.K.’s annual rate
of inflation fell below the Bank of
England’s 2% target for the first
time in almost two years in June,
and analysts expect it to remain
there for months to come.

The decline below target has
taken longer than the BOE had ex-
pected, in part because the pound’s
weakness pushed up import prices.

But with the annual rate of infla-
tion set to fall further in response to
weak demand, the BOE is likely to
once again consider boosting its
bond-buying program, which is cur-
rently set at £125 billion ($203 bil-
lion) in May, up from £75 billion
from its start in March.

Data released by the Office for
National Statistics Tuesday showed
that the consumer-price index rose
1.8% from June 2008, the first time
the inflation rate has been below 2%
since September 2007. Prices fell
0.1% in the euro zone over the pe-
riod, the first-ever drop on record
and well below the European Cen-
tral Bank’s target.

Economists say the large
amount of spare capacity in the
economy will drag the inflation rate
significantly lower for the rest of
this year.

According to a survey of 2,500
companies commissioned by lender
Lloyds TSB, businesses see little

scope to raise their prices. Some 16%
said they will cut their prices over
the next six months, 15% said they
will raise their prices, and the restin-
tend to leave their prices as they are.

The retail price index—a broader
measure of inflation that includes
mortgage payments—fell 1.6% from
June 2008, a record drop. The RPI
has traditionally been used as a ba-
sis for wage negotiations, and could
weigh on pay deals and public expec-
tations of inflation.

The risk that inflation will move
more than temporarily away from
its target will likely persuade the
BOE of the need to increase its bond
buying, or its “quantitative easing,”
program, economists said.

“Inflation is likely to be subdued
for the foreseeable future,” said
David Page, an economist at In-
vestec Securities. “We continue to
expect the MPC [monetary-policy
committee] to purchase assets be-
yond the £125 billion it is currently
targeting—a move we think it will
announce in August alongside the in-
flation report and a fresh set of me-
dium term forecasts.”

The central bank’s monetary pol-
icy committee last week surprised
investors by making no change to
the size of its quantitative-easing
program.

 —Paul Hannon, Nicholas Winning
and Laurence Norman in London

contributed to this article.
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EFG-Hermes Saudi Arabia Equity EA EQ SAU 07/07 SAR 5.31 12.1 –45.4 NS

EFG-Hermes Telecom OT EQ BMU 05/29 USD 27.89 8.8 –21.6 –9.9

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

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 07/13 USD 300.04 22.2 –1.4 –0.3

Sel Emerg Mkt Equity GL EQ GGY 07/13 USD 161.84 23.6 –30.7 –20.7

Sel Euro Equity EUR US EQ GGY 07/13 EUR 77.40 2.1 –31.9 –31.6

Sel European Equity EU EQ GGY 07/13 USD 143.06 4.0 –37.9 –31.1

Sel Glob Equity GL EQ GGY 07/13 USD 152.26 6.0 –31.8 –28.6

Sel Glob Fxd Inc GL BD GGY 07/13 USD 132.48 2.7 –10.8 –2.7

Sel Pacific Equity AS EQ GGY 07/13 USD 106.46 17.8 –30.9 –20.4

Sel US Equity US EQ GGY 07/13 USD 102.61 1.8 –28.3 –24.4

Sel US Sm Cap Eq US EQ GGY 07/13 USD 137.53 5.2 –30.5 –28.7

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 07/10 USD 44.95 31.7 –26.3 –18.3

LG Asian Plus AS EQ CYM 07/03 USD 46.70 23.6 –24.9 –17.0

LG Asian SmallerCo's AS EQ BMU 07/13 USD 76.22 38.2 –26.8 –33.6

LG India EA EQ MUS 07/09 USD 46.86 46.9 –4.8 –16.0

Siberian Investment Co OT OT IRL 02/27 USD 22.58 39.1 –70.6 –45.3

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 07/13 EUR 23.25 –11.4 –53.3 –48.0

MP-TURKEY.SI OT OT SVN 07/13 EUR 25.83 32.3 –16.4 –30.3

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810

Eastern European Bond Fund OT OT LVA 07/13 USD 12.46 42.9 –12.0 –4.1

Parex Caspian Sea Eq EU EQ LVA 07/13 EUR 2.75 31.0 –66.3 –48.6

Parex Eastern Europ Bd EU BD LVA 07/13 USD 12.46 42.9 –12.0 –4.1

Parex Russian Eq EE EQ LVA 07/13 USD 13.29 53.5 –55.4 –29.7

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 07/14 USD 135.63 22.3 –26.1 –22.1

PF (LUX)-Asian Eq-Pca AS EQ LUX 07/14 USD 129.58 21.7 –26.8 –22.8

PF (LUX)-Biotech-Pca OT EQ LUX 07/13 USD 264.56 –7.2 –24.5 –7.3

PF (LUX)-CHF Liq-Pca CH MM LUX 07/13 CHF 124.15 0.1 0.6 1.4

PF (LUX)-CHF Liq-Pdi CH MM LUX 07/13 CHF 93.71 0.1 0.6 1.4

PF (LUX)-Digital Comm-Pca OT EQ LUX 07/13 USD 93.54 15.0 –12.8 –14.1

PF (LUX)-East Eu-Pca EU EQ LUX 07/13 EUR 194.32 45.5 –49.0 –37.0

PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 07/14 USD 118.57 27.3 –35.4 –24.6

PF (LUX)-Emg Mkts-Pca GL EQ LUX 07/14 USD 392.39 29.0 –35.3 –24.2

PF (LUX)-Eu Indx-Pca EU EQ LUX 07/13 EUR 79.85 4.4 –23.1 –26.6

PF (LUX)-EUR Bds-Pca EU BD LUX 07/13 EUR 375.79 0.6 5.5 2.6

PF (LUX)-EUR Bds-Pdi EU BD LUX 07/13 EUR 285.97 0.6 5.5 2.6

PF (LUX)-EUR Cp Bd-Pca EU BD LUX 07/13 EUR 137.76 10.3 7.0 2.6

PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 07/13 EUR 96.85 10.3 7.0 2.6

PF (LUX)-EUR HiYld-Pca EU BD LUX 07/13 EUR 117.91 30.7 –10.2 –11.1

PF (LUX)-EUR HiYld-Pdi EU BD LUX 07/13 EUR 68.36 30.8 –10.1 –11.1

PF (LUX)-EUR Liq-Pca EU MM LUX 07/13 EUR 135.71 0.8 2.4 2.9

PF (LUX)-EUR Liq-Pdi EU MM LUX 07/13 EUR 97.80 0.8 2.3 2.9

PF (LUX)-EUR Sov Liq-Pca OT OT LUX 07/13 EUR 102.36 0.5 2.1 NS

PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 07/13 EUR 101.00 0.5 2.1 NS

PF (LUX)-Europ Eq-Pca EU EQ LUX 07/13 EUR 325.17 6.3 –26.6 –31.2

PF (LUX)-EuSust Eq-Pca EU EQ LUX 07/13 EUR 104.93 3.7 –23.3 –29.3

PF (LUX)-Gl Em Dbt-Pca GL BD LUX 07/13 USD 218.41 15.3 9.8 6.6

PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 07/13 USD 148.58 15.3 9.8 6.6

PF (LUX)-Gr China-Pca AS EQ LUX 07/14 USD 286.32 34.6 –13.4 –13.1

PF (LUX)-Indian Eq-Pca EA EQ LUX 07/14 USD 268.82 40.3 –11.8 –16.5

PF (LUX)-Jap Index-Pca JP EQ LUX 07/14 JPY 8320.11 2.1 –32.6 –30.1

PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 07/14 JPY 7298.85 0.0 –36.8 –34.6

PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 07/14 JPY 7100.32 –0.4 –37.2 –35.0

PF (LUX)-JpEq130/30-Pca JP EQ LUX 07/14 JPY 4120.15 4.9 –31.2 –30.3

PF (LUX)-Pacif Idx-Pca AS EQ LUX 07/14 USD 196.98 24.4 –27.1 –18.9

PF (LUX)-Piclife-Pca CH BA LUX 07/13 CHF 716.04 3.9 –6.6 –9.9

PF (LUX)-PremBrnds-Pca OT EQ LUX 07/13 EUR 48.78 10.5 –12.1 –25.5

PF (LUX)-Rus Eq-Pca OT OT LUX 07/13 USD 35.39 54.9 –61.2 NS

PF (LUX)-Security-Pca GL EQ LUX 07/13 USD 81.29 13.8 –11.7 –17.0

PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 07/13 EUR 364.37 11.7 –26.5 –29.8

PF (LUX)-US Eq-Ica US EQ LUX 07/13 USD 83.75 2.6 –27.3 –20.4

PF (LUX)-USA Index-Pca US EQ LUX 07/13 USD 72.89 0.6 –26.1 –22.7

PF (LUX)-USD Gov Bds-Pca US BD LUX 07/13 USD 510.32 –3.8 6.4 7.4

PF (LUX)-USD Gov Bds-Pdi US BD LUX 07/13 USD 374.46 –3.8 6.4 7.4

PF (LUX)-USD Liq-Pca US MM LUX 07/13 USD 130.86 0.5 1.4 2.4

PF (LUX)-USD Liq-Pdi US MM LUX 07/13 USD 85.45 0.5 1.4 2.4

PF (LUX)-USD Sov Liq-Pca OT OT LUX 07/13 USD 101.57 0.3 1.5 NS

PF (LUX)-USD Sov Liq-Pdi OT OT LUX 07/13 USD 100.85 0.3 1.4 NS

PF (LUX)-Water-Pca GL EQ LUX 07/13 EUR 105.95 2.9 –14.6 –19.7

PF (LUX)-WldGovBds-Pca GL BD LUX 07/14 USD 161.93 –1.8 4.3 9.6

PF (LUX)-WldGovBds-Pdi GL BD LUX 07/14 USD 134.03 –1.8 4.3 9.6

PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 07/13 USD 42.06 1.3 –55.4 NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 07/13 USD 10.46 33.4 –12.6 –18.0

Japan Fund USD JP EQ IRL 07/14 USD 15.37 4.6 0.3 –9.9

Polar Healthcare Class I USD OT OT IRL 07/13 USD 10.56 NS NS NS

Polar Healthcare Class R USD OT OT IRL 07/13 USD 10.57 NS NS NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 05/29 USD 127.43 10.8 12.5 12.2

Elbrus USD A GL EQ CYM 05/29 USD 8.36 23.9 –48.7 –17.6

Europn Conviction USD B EU EQ CYM 05/29 USD 134.28 6.3 12.7 11.8

Europn Forager USD B OT OT CYM 05/29 USD 195.65 9.3 –5.5 –2.9

Latin America USD A GL EQ CYM 05/29 USD 14.30 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 05/29 USD 179.87 8.5 7.9 4.4

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 07/09 USD 93.76 60.4 –26.5 NS

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 07/13 EUR 549.71 –2.4 –25.4 NS

Core Eurozone Eq B EU EQ IRL 07/13 EUR 655.34 –0.3 –24.3 NS

Euro Fixed Income A EU BD IRL 07/13 EUR 1167.02 3.1 –2.9 –3.5

Euro Fixed Income B EU BD IRL 07/13 EUR 1242.41 3.4 –2.3 –2.9

Euro Small Cap A EU EQ IRL 07/13 EUR 933.81 10.1 –29.6 –35.1

Euro Small Cap B EU EQ IRL 07/13 EUR 997.50 10.5 –29.2 –34.7

Eurozone Agg Eq A EU EQ IRL 07/13 EUR 510.76 2.8 –26.5 –30.9

Eurozone Agg Eq B EU EQ IRL 07/13 EUR 731.97 3.1 –26.1 –30.5

Glbl Bd (EuroHdg) A GL BD IRL 07/13 EUR 1284.75 7.3 1.6 0.6

Glbl Bd (EuroHdg) B GL BD IRL 07/13 EUR 1359.86 7.6 2.3 1.2

Glbl Bd A EU BD IRL 07/13 EUR 1046.35 6.7 11.1 1.4

Glbl Bd B EU BD IRL 07/13 EUR 1110.80 7.0 11.8 2.0

Glbl Real Estate A OT EQ IRL 07/13 USD 656.07 –1.6 –39.9 –31.6

Glbl Real Estate B OT EQ IRL 07/13 USD 674.48 –1.3 –39.5 –31.2

Glbl Real Estate EH-A OT EQ IRL 07/13 EUR 603.99 –3.7 –38.4 –32.5

Glbl Real Estate SH-B OT EQ IRL 07/13 GBP 56.52 –4.7 –39.1 –32.2

Glbl Strategic Yield A EU BD IRL 07/13 EUR 1347.69 19.2 –6.9 –5.1

Glbl Strategic Yield B EU BD IRL 07/13 EUR 1438.17 19.6 –6.4 –4.6

Japan Equity A JP EQ IRL 07/13 JPY 10781.00 4.3 –32.4 –31.1

Japan Equity B JP EQ IRL 07/13 JPY 11458.00 4.6 –32.0 –30.7

PacBasn (Ex-Jap) Eq A AS EQ IRL 07/13 USD 1637.77 27.3 –23.0 –20.1

PacBasn (Ex-Jap) Eq B AS EQ IRL 07/13 USD 1742.94 27.7 –22.6 –19.6

Pan European Eq A EU EQ IRL 07/13 EUR 748.37 4.1 –26.3 –29.6

Pan European Eq B EU EQ IRL 07/13 EUR 795.54 4.5 –25.9 –29.2

US Equity A US EQ IRL 07/13 USD 697.30 4.2 –28.5 –23.0

US Equity B US EQ IRL 07/13 USD 744.53 4.6 –28.1 –22.6

US Small Cap A US EQ IRL 07/13 USD 1019.20 1.4 –30.5 –25.9

US Small Cap B US EQ IRL 07/13 USD 1088.84 1.7 –30.1 –25.5

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 07/14 SEK 63.94 6.3 –27.7 –31.3

Choice Japan Fd JP EQ LUX 07/14 JPY 45.48 1.1 –33.0 –31.9

Choice Jpn Chance/Risk JP EQ LUX 07/14 JPY 46.58 4.0 –38.5 –33.8

Choice NthAmChance/Risk US EQ LUX 07/14 USD 3.14 12.3 –34.3 –22.9

Europe 2 Fd OT OT LUX 06/12 EUR 0.79 14.1 –33.2 –28.9

Europe 3 Fd EU EQ LUX 07/14 EUR 3.20 5.0 –31.4 –33.1

Global Chance/Risk Fd GL EQ LUX 07/14 EUR 0.49 3.5 –24.8 –26.8

Global Fd GL EQ LUX 07/14 USD 1.71 2.9 –33.5 –26.0

Intl Mixed Fd -C- OT OT LUX 06/12 USD 23.70 3.2 –25.2 –14.3

Intl Mixed Fd -D- OT OT LUX 06/12 USD 16.49 3.2 –25.3 –14.3

Wireless Fd OT OT LUX 06/12 EUR 0.12 28.0 –21.0 –19.4

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 07/14 USD 5.87 29.6 –17.4 –18.9

Currency Alpha EUR -IC- OT OT LUX 07/14 EUR 10.55 –3.3 –0.4 1.5

Currency Alpha EUR -RC- OT OT LUX 07/14 EUR 10.47 –3.6 –0.8 1.0

Currency Alpha SEK -ID- OT OT LUX 07/14 SEK 98.23 –7.0 –4.4 NS

Currency Alpha SEK -RC- OT OT LUX 07/14 SEK 115.31 –3.6 –0.8 1.0

Generation Fd 80 OT OT LUX 07/14 SEK 6.95 8.9 –11.1 NS

Nordic Focus EUR NO EQ LUX 07/14 EUR 59.37 19.0 –26.8 NS

Nordic Focus NOK NO EQ LUX 07/14 NOK 66.91 19.0 –26.8 NS

Nordic Focus SEK NO EQ LUX 07/14 SEK 69.63 19.0 –26.8 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 07/14 USD 1.46 5.0 –27.9 –24.0

Ethical Global Fd GL EQ LUX 07/14 USD 0.63 5.7 –30.4 –26.0

Ethical Sweden Fd NO EQ LUX 07/14 SEK 33.91 23.0 –1.5 –17.7

Europe Fd OT OT LUX 06/12 USD 1.78 8.8 –25.8 –24.9

Index Linked Bd Fd SEK OT BD LUX 07/14 SEK 12.83 0.8 2.6 5.3

Medical Fd OT EQ LUX 07/14 USD 2.75 –4.2 –21.0 –14.5

Short Medium Bd Fd SEK NO MM LUX 07/14 SEK 8.80 1.1 2.1 2.8

Technology Fd OT EQ LUX 07/14 USD 1.98 27.1 –16.8 –15.8

World Fd NO BA LUX 07/14 USD 1.74 8.3 –26.5 –20.3

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 07/14 EUR 1.27 0.0 0.3 1.4

Short Bond Fd SEK NO MM LUX 07/14 SEK 21.91 1.6 2.3 2.9

Short Bond Fd USD US MM LUX 07/14 USD 2.49 –0.2 0.6 1.8

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 07/14 SEK 10.14 0.8 –0.5 0.6

Alpha Bond Fd SEK -B- NO BD LUX 07/14 SEK 8.78 0.8 –0.5 0.6

Alpha Bond Fd SEK -C- NO BD LUX 07/14 SEK 25.39 0.7 –0.7 0.5

Alpha Bond Fd SEK -D- NO BD LUX 07/14 SEK 7.91 0.7 –0.7 0.5

Alpha Short Bd SEK -A- NO MM LUX 07/14 SEK 11.06 2.3 3.1 3.4

Alpha Short Bd SEK -B- NO MM LUX 07/14 SEK 10.12 2.3 3.1 3.4

Alpha Short Bd SEK -C- NO MM LUX 07/14 SEK 21.63 2.3 2.9 3.3

Alpha Short Bd SEK -D- NO MM LUX 07/14 SEK 8.19 2.3 2.9 3.3

Bond Fd SEK -C- NO BD LUX 07/14 SEK 42.30 1.8 11.8 6.9

Bond Fd SEK -D- NO BD LUX 07/14 SEK 12.29 1.9 11.8 6.3

Corp. Bond Fd EUR -C- EU BD LUX 07/14 EUR 1.17 7.5 0.9 0.1

Corp. Bond Fd EUR -D- EU BD LUX 07/14 EUR 0.90 7.6 1.0 –0.1

Corp. Bond Fd SEK -C- NO BD LUX 07/14 SEK 11.58 7.8 –3.4 –1.4

Corp. Bond Fd SEK -D- NO BD LUX 07/14 SEK 8.76 7.8 –3.4 –1.3

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 07/14 EUR 102.17 –1.6 5.0 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 07/14 EUR 106.60 2.9 9.6 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 07/14 SEK 1173.81 2.9 9.6 NS

Flexible Bond Fd -C- NO BD LUX 07/14 SEK 21.33 2.2 6.7 4.6

Flexible Bond Fd -D- NO BD LUX 07/14 SEK 11.66 2.2 6.7 4.6

n SEB Global Hedge
SEB Asset Sele Defensive Acc OT OT LUX 07/14 SEK 77.29 –3.5 –25.2 –16.2

SEB Asset Sele Defensive Inc OT OT LUX 07/14 SEK 70.61 –3.5 –25.3 –17.4

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 07/14 USD 1.98 29.0 –28.5 –18.2

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 07/14 SEK 26.02 55.0 5.2 –17.7

Europe Chance/Risk Fd EU EQ LUX 07/14 EUR 820.73 7.6 –33.0 –34.5

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 07/02 USD 983.51 4.6 –45.4 –12.8

MENA Special Sits Fund OT OT BMU 06/30 USD 1028.16 5.9 NS NS

UAE Blue Chip Fund OT OT ARE 07/09 AED 5.05 10.1 –59.8 –24.9

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 07/13 EUR 27.98 –1.3 –7.9 –0.6
Bonds Eur Corp A OT OT LUX 07/13 EUR 22.12 6.6 3.3 0.2
Bonds Eur Hi Yld A OT OT LUX 07/13 EUR 17.39 30.5 –8.7 –11.4
Bonds EURO A OT OT LUX 07/13 EUR 40.30 2.0 9.6 5.7
Bonds Europe A OT OT LUX 07/13 EUR 38.46 1.5 8.7 4.5
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 –4.7 11.9 0.0
Bonds US OppsCoreplus A OT OT LUX 07/13 USD 34.34 8.9 8.7 7.5
Bonds World A OT OT LUX 07/13 USD 40.53 1.8 3.6 8.9
Eq. China A OT OT LUX 07/14 USD 19.68 28.4 –14.5 –16.3
Eq. ConcentratedEuropeA OT OT LUX 07/13 EUR 21.95 6.5 –27.4 –29.9
Eq. Eastern Europe A OT OT LUX 07/13 EUR 15.37 16.3 –55.7 –40.6
Eq. Equities Global Energy OT OT LUX 07/13 USD 14.30 0.3 –47.1 –22.3
Eq. Euroland A OT OT LUX 07/13 EUR 8.77 –4.4 –30.1 –31.6
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 07/13 EUR 14.54 5.9 –25.5 –25.9
Eq. EurolandFinancialA OT OT LUX 07/13 EUR 8.89 5.5 –31.4 –35.1
Eq. Glbl Emg Cty A OT OT LUX 07/13 USD 7.59 26.9 –32.6 –21.6
Eq. Global A OT OT LUX 07/13 USD 21.95 4.4 –28.8 –26.5
Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6
Eq. Gold Mines A OT OT LUX 07/13 USD 22.87 9.4 –26.5 –7.7
Eq. Japan Sm Cap A OT OT LUX 07/13 JPY 1007.55 11.3 –22.0 –31.8
Eq. Japan Target A OT OT LUX 07/14 JPY 1696.76 8.4 –10.8 –17.4
Eq. Pacific A OT OT LUX 07/14 USD 7.93 20.4 –26.5 –21.4
Eq. US ConcenCore A OT OT LUX 07/13 USD 17.97 10.6 –21.5 –17.9
Eq. US Lg Cap Gr A OT OT LUX 07/13 USD 12.35 14.5 –34.0 –22.0
Eq. US Mid Cap A OT OT LUX 07/13 USD 22.63 12.9 –31.6 –21.4
Eq. US Multi Strg A OT OT LUX 07/13 USD 17.09 7.0 –32.7 –25.6
Eq. US Rel Val A OT OT LUX 07/13 USD 16.31 5.0 –30.1 –29.8
Eq. US Sm Cap Val A OT OT LUX 07/13 USD 12.78 –1.2 –37.8 –34.2
Eq. US Value Opp A OT OT LUX 07/13 USD 13.20 1.9 –39.7 –33.5
Money Market EURO A OT OT LUX 07/13 EUR 27.34 0.8 2.8 3.5
Money Market USD A OT OT LUX 07/13 USD 15.82 0.5 1.6 2.8

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 07/14 JPY 8349.00 –3.0 –36.1 –38.1
YMR-N Japan Fund OT OT IRL 07/14 JPY 9264.00 –1.9 –35.2 –35.2
YMR-N Small Cap Fund OT OT IRL 07/14 JPY 6477.00 0.9 –29.3 –37.4

n Yuki 77 Series
Yuki 77 General JP EQ IRL 07/14 JPY 5759.00 –2.4 –37.7 –36.2
Yuki 77 Growth JP EQ IRL 07/14 JPY 5442.00 –8.0 –41.3 –40.9

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 07/14 JPY 6185.00 –0.9 –34.8 –36.4
Yuki Chugoku JpnLowP JP EQ IRL 07/14 JPY 7703.00 –5.9 –29.6 –31.9

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 07/14 JPY 6505.00 –3.9 –38.5 –37.4

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 07/14 JPY 4302.00 –5.4 –41.3 –37.6
Yuki Hokuyo Jpn Inc JP EQ IRL 07/14 JPY 5025.00 –4.8 –33.1 –32.0
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 07/14 JPY 4768.00 1.3 –27.6 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 07/14 JPY 4049.00 –4.7 –44.2 –40.5
Yuki Mizuho Jpn Dyn Gro OT OT IRL 07/14 JPY 4315.00 –3.9 –44.1 –41.3
Yuki Mizuho Jpn Exc 100 OT OT IRL 07/14 JPY 6177.00 1.2 –38.3 –37.0
Yuki Mizuho Jpn Gen OT OT IRL 07/14 JPY 7848.00 –2.2 –35.4 –36.9
Yuki Mizuho Jpn Gro OT OT IRL 07/14 JPY 6045.00 –3.3 –34.5 –38.0
Yuki Mizuho Jpn Inc OT OT IRL 07/14 JPY 7275.00 –8.5 –37.1 –34.5
Yuki Mizuho Jpn Lg Cap OT OT IRL 07/14 JPY 4768.00 –4.3 –36.6 –35.6
Yuki Mizuho Jpn LowP OT OT IRL 07/14 JPY 11091.00 –2.1 –25.9 –30.2
Yuki Mizuho Jpn PGth OT OT IRL 07/14 JPY 7495.00 –1.9 –38.3 –37.9
Yuki Mizuho Jpn SmCp OT OT IRL 07/14 JPY 6503.00 6.0 –28.7 –37.0
Yuki Mizuho Jpn Val Sel OT OT IRL 07/14 JPY 5361.00 3.2 –31.5 –32.5
Yuki Mizuho Jpn YoungCo OT OT IRL 07/14 JPY 2624.00 9.9 –35.2 –44.0

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 07/14 JPY 4593.00 2.0 –40.7 –38.4

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 07/14 JPY 4954.00 –2.8 –36.9 –38.1

Continued from previous page

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 05/29 USD 1218.09 25.7 NS NS

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 05/29 USD 1354.30 0.5 4.1 5.9
CMA MultHdge Arbtrge OT OT CYM 05/29 USD 1763.67 1.3 –8.2 –4.1
CMA MultHdge Balncd OT OT CYM 05/29 USD 1246.22 0.4 4.8 5.8
CMA MultHdge Growth OT OT CYM 05/29 USD 1694.39 2.7 7.0 6.4
CMA MultiHdge Lvrgd OT OT CYM 05/29 USD 955.15 –0.3 1.6 6.7

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 05/29 EUR 98.91 0.5 –22.5 –11.4
D'Auriol Opp F3 EUR EU MM CYM 05/29 EUR 969.94 –2.6 –26.5 –15.8

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 07/03 USD 684.20 51.7 –61.3 –32.6

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com
Horseman EmMkt Opp EUR GL EQ GBR 06/30 EUR 183.32 –14.6 –4.6 11.2
Horseman EmMkt Opp USD GL EQ USA 06/30 USD 184.82 –15.8 –6.8 10.5
Horseman EurSelLtd EUR EU EQ GBR 06/30 EUR 176.67 –15.5 –18.2 2.7
Horseman EurSelLtd USD EU EQ GBR 06/30 USD 183.41 –15.7 –18.7 2.5
Horseman Glbl Ltd EUR GL EQ CYM 06/30 USD 412.16 –16.3 –3.1 8.8
Horseman Glbl Ltd USD GL EQ CYM 06/30 USD 412.16 –16.3 –3.1 8.8

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
Global Absolute OT OT GGY 06/19 GBP 0.98 4.6 NS NS

Global Absolute EUR OT OT NA 06/12 EUR 1.45 5.2 NS NS
Global Absolute USD OT OT GGY 06/19 USD 1.85 4.9 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 06/19 EUR 79.40 4.0 NS NS
Special Opp Inst EUR OT OT CYM 06/19 EUR 74.78 4.2 NS NS
Special Opp Inst USD OT OT CYM 06/19 USD 84.63 4.8 NS NS
Special Opp USD OT OT CYM 06/19 USD 83.18 4.5 NS NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 05/22 EUR 123.47 3.5 –13.4 –3.8
GH Fund CHF Hdg OT OT JEY 06/19 CHF 103.96 4.1 NS NS
GH Fund EUR Hdg (Non-V) OT OT JEY 05/22 EUR 111.63 2.9 –15.9 –5.9
GH Fund GBP Hdg OT OT JEY 06/19 GBP 123.36 4.7 NS NS
GH Fund Inst EUR OT OT JEY 05/29 EUR 91.86 10.0 –10.4 NS
GH Fund Inst USD OT OT JEY 06/19 USD 104.08 5.5 NS NS
GH FUND S EUR OT OT CYM 06/19 EUR 119.05 5.3 NS NS
GH FUND S GBP OT OT JEY 06/19 GBP 123.38 4.9 NS NS
GH Fund S USD OT OT CYM 06/19 USD 139.44 5.6 NS NS
GH Fund USD OT OT GGY 06/19 USD 255.88 5.0 NS NS
Hedge Investments OT OT JEY 06/19 USD 130.39 5.2 NS NS
Leverage GH USD OT OT GGY 06/19 USD 106.44 9.1 NS NS
MultiAdv Arb CHF Hdg OT OT JEY 06/19 CHF 88.63 5.5 NS NS
MultiAdv Arb EUR Hdg OT OT JEY 06/19 EUR 95.93 6.2 NS NS
MultiAdv Arb GBP Hdg OT OT JEY 06/19 GBP 103.35 6.6 NS NS
MultiAdv Arb S EUR OT OT CYM 06/19 EUR 101.91 6.5 NS NS
MultiAdv Arb S GBP OT OT CYM 06/19 GBP 106.48 6.8 NS NS
MultiAdv Arb S USD OT OT CYM 06/19 USD 116.27 7.3 NS NS
MultiAdv Arb USD OT OT GGY 05/29 USD 178.71 5.9 –18.6 –10.7

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 06/19 USD 111.15 3.8 NS NS
Asian AdbantEdge EUR OT OT JEY 06/19 EUR 95.68 7.9 NS NS
Asian AdvantEdge OT OT JEY 06/19 USD 175.02 8.0 NS NS
Emerg AdvantEdge OT OT JEY 06/19 USD 155.15 10.5 NS NS
Emerg AdvantEdge EUR OT OT JEY 06/19 EUR 86.50 10.1 NS NS
Europ AdvantEdge EUR OT OT JEY 06/19 EUR 122.28 6.1 NS NS
Europ AdvantEdge USD OT OT JEY 06/19 USD 129.46 6.1 NS NS
Japan AdvantEdge JPY OT OT JEY 06/19 JPY 7810.24 –3.3 NS NS
Japan AdvantEdge USD OT OT JEY 06/19 USD 91.28 –3.0 NS NS
Lvgd Alpha AdvantEdge OT OT JEY 06/19 USD 91.57 6.7 NS NS
Real AdvantEdge EUR OT OT NA 06/19 EUR 103.39 4.6 NS NS

Real AdvantEdge USD OT OT NA 06/19 USD 103.38 4.8 NS NS
Trading Adv JPY OT OT NA 06/19 JPY 9570.68 NS NS NS
Trading AdvantEdge OT OT GGY 06/19 USD 145.33 –4.2 NS NS
Trading AdvantEdge EUR OT OT GGY 06/19 EUR 132.21 –3.9 NS NS
Trading AdvantEdge GBP OT OT GGY 06/19 GBP 139.39 –4.2 NS NS
US AdvantEdge OT OT JEY 06/19 USD 105.10 2.7 NS NS

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 06/30 EUR 190.43 NS NS NS
Integrated Dir Trading USD OT OT CYM 06/30 USD 94.31 3.2 –4.7 5.1
Integrated Emg Markets EUR OT OT CYM 06/30 EUR 77.45 8.8 –20.3 –12.0
Integrated European EUR OT OT CYM 06/30 EUR 151.88 1.9 –3.7 –0.7
Integrated Event Driven USD OT OT CYM 06/30 USD 83.50 1.4 –21.9 –10.5
Integrated Lg/Sh Sel A USD OT OT CYM 06/30 USD 86.42 0.0 –13.4 –6.1
Integrated MultSt B USD OT OT VGB 06/30 USD 119.28 3.5 –16.2 –6.7
Integrated Relative Value USD OT OT CYM 06/30 EUR 94.51 3.5 –4.9 –2.8

n INVENTUM ASSET MANAGEMENT S.A.
info@inventumcapital.com
Tel. +7 495 792 5595 www.inventumcapital.com
Inv Absolute Return Fund OT OT BMU 05/29 USD 118.99 17.6 NS NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 07/10 USD 227.86 18.6 –69.1 –47.1
Antanta MidCap Fund EE EQ AND 07/10 USD 400.22 38.1 –75.7 –47.8
Meriden Opps Fund GL OT AND 07/08 EUR 76.02 –12.7 –27.7 –17.3

Meriden Protective Div OT OT AND 11/24 EUR 78.88 –2.8 NS NS

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

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 07/07 USD 56.61 –32.0 –26.4 2.3
Superfund GCT USD* OT OT LUX 07/07 USD 2667.00 –27.0 –25.7 –2.8
Superfund Gold A (SPC) OT OT CYM 07/07 USD 972.46 –16.4 –24.7 12.3
Superfund Gold B (SPC) OT OT CYM 07/07 USD 1015.92 –24.6 –32.8 9.0
Superfund Q-AG* OT OT AUT 07/07 EUR 7300.00 –16.7 –15.2 2.7

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 06/30 EUR 1202.45 –7.1 –12.8 1.9
Winton Evolution GBP GL OT VGB 06/30 GBP 1183.65 –7.2 –12.5 2.9
Winton Evolution JPY OT OT VGB 02/27 JPY 115254.95 0.7 –3.8 7.1
Winton Evolution USD GL OT CYM 06/30 USD 1171.22 –7.3 –13.2 1.9
Winton Futures EUR GL OT VGB 06/30 EUR 192.43 –6.5 –4.0 11.4
Winton Futures GBP GL OT VGB 06/30 GBP 207.39 –6.6 –3.4 12.8
Winton Futures JPY Lead Series 2 GL OT VGB 06/30 JPY 13617.90 –7.7 –7.1 8.1
Winton Futures USD GL OT VGB 06/30 USD 682.01 –7.1 –4.8 11.4
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 06/30 USD 1328.84 3.2 3.2 2.6 –18.0 –7.1

Advertisement [ INTERNATIONAL INVESTMENT FUNDS www.WSJ.com ] Advertisement

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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By Siobhan Gorman

WASHINGTON—The revelation
of a secret Central Intelligence
Agency initiative examining how to
assassinate al Qaeda members—
axed by Director Leon Panetta—has
intensified a battle between the U.S.
executive branch and Congress over
the conduct of the CIA and intelli-
gence operations.

The initiative examined how to
use hit teams on the ground, accord-
ing to current and former national-
security officials familiar with the
matter. The goal was to assemble
teams of CIA and special-operations
forces “and put bullets in [the al
Qaeda leaders’] heads,” one former
intelligence official said.

The plan was never carried out,
and Mr. Panetta canceled the effort
on the day he learned of it, June 23.
The next day, he alerted Congress,
which didn’t know about the plan.

“The agency hasn’t discussed
publicly the nature of the effort,
which remains classified,” said
agency spokesman Paul Gimigliano.
The Wall Street Journal reported
Monday that the effort stemmed
from a presidential order dated Sep-
tember 2001 that directed the CIA to
find ways to kill or capture al Qaeda
leaders.

Democrats in Congress are call-
ing for an investigation into whether
itwas properly briefed onthematter.
Meanwhile,Sen. KitBond, thetop Re-
publican on the Senate intelligence
panel, said the thrust of the plan
should be resurrected. “The general
concept in the plan is one that should
be explored somewhere, whether it’s
amodificationofthisplanor somere-
lated plan,” he said in an interview.

Congress frequently feuded with

the Bush administration over intelli-
gence matters. Democrats expected
that tension would abate under the
Obama administration, but lawmak-
ers have frequently found them-
selves at odds with President Barack
Obama’s decisions to continue or
not investigate controversial intelli-
gence policies initiated under Presi-
dent George W. Bush.

The tug-of-war will enter a new
round as soon as this week, when the
House is expected to take up a bill
that would expand congressional
oversight of intelligence activities,
especially of covert-action pro-
grams. The White House has said it
would veto the bill if passed.

The White House has evaluated
whether or not to declassify informa-
tion on a case-by-case basis, making
any pattern hard to discern.

Had it become fully developed,
the CIA’s aborted plan would have

been a covert-action program. At
the outset, the potential operation
wouldn’t have been limited to partic-
ular countries. The use of hit teams
was in accordance with the author-
ity granted by the 2001 order, said a
former national-security official fa-
miliar with it.

In the most recent iteration of
the project, top CIA leaders in-
structed officers involved to narrow
its focus and report the plans to Con-
gress if they reached a critical point,
according to a former senior intelli-
gence official.

Targeted killing of terrorists is
prohibited by presidential orders
banning assassinations that date
back to the Ford administration. But
the president can waive that order,
said Vicki Divoll, a former CIA coun-
sel, because there is no specific fed-
eral law that bans the practice.
There’s also no legal difference, she
said, between killing al Qaeda tar-
gets with a hit team or with an un-
manned drone, because the “intent
to kill a targeted person” defines an
assassination.

One official with direct knowl-
edge of the secret program said that
assassination teams could be more
effective than taking out al Qaeda
leaders with drone-fired missiles.
“We’re talking about the difference
between two feet and 50,000 feet,”
said one official with direct knowl-
edge of the program. “Do you want
the collateral damage of 50,000 feet
or two?”

Mr. Panetta’s decision to kill the
assassination initiative has put him
in a tough spot. His recent moves to
stand up for the agency in disputes
with the director of national intelli-
gence and House Speaker Nancy
Pelosi—who recently accused the
agency of “lying all the time”—have
bolstered his support within the
agency, veterans said. But lawmak-
ers’ rapid-fire calls to investigate
Bush-era efforts like the secret assas-
sination program threaten to under-
mine that support.

Goals of CIA plan emerge
Initiative on fight
against al Qaeda
stirs political battle

Iran announces new rules
aimed at restricting media

By Mohammed Aly Sergie

JEDDAH, Saudi Arabia—U.S.
Treasury Secretary Timothy Geith-
ner reassured Saudi Arabia that the
U.S. is committed to reducing its def-
icit and backing a strong dollar—a
concern for many countries in the
Persian Gulf that maintain a dollar
peg and ramped up their foreign as-
sets as oil prices surged.

“Policies of the United States are
designed to lay the conditions for a
strong dollar,” he said on Tuesday,
adding: “We are very commit-
ted ... to making sure that as we get
through the crisis, we bring down
fiscal deficits and we reverse these
extraordinary interventions we’ve
taken.”

Mr. Geithner, on a swing through
Middle East and European financial
capitals, plans meetings Wednesday
in Abu Dhabi, the capital of the
United Arab Emirates. He is ex-
pected to discuss issues such as oil-
price stability and revamped for-
eign-investment laws.

When Mr. Geithner’s predeces-
sor, Henry Paulson, visited the re-
gion last year to drum up support
for the U.S. dollar and American fi-
nancial institutions, the economic
situation in the oil-rich Persian Gulf
states was drastically different.
Crude prices were climbing and pet-
rodollars were flooding back into de-
veloped economies, lifting the for-
eign assets of Gulf Cooperation
Council central banks and sovereign-
wealth funds.

Since then, the Saudi Arabian
Monetary Agency, or SAMA, the
Saudi central bank, has seen its sav-
ings fall. SAMA’s “non-reserve for-
eign assets,” which consist mostly
of foreign bonds and U.S. dollars,
have fallen from about $412 billion

in the fall to $365 billion in May, ac-
cording to Rachel Ziemba, an ana-
lyst at RGE Monitor, an economics
consultancy.

The region’s economic slow-
down and the repatriation of for-
eign assets to spur local growth is
limiting oil producers’ ability to in-
vest in U.S. debt as the Obama ad-
ministration rolls out a projected $2
trillion in bond offerings this year,
some analysts say.

“With oil prices down, the trade-
off between the domestic economy
and the accumulation of foreign as-
sets became more acute,” said
Jarmo T. Kotilaine, chief economist
at NCB Capital, the investment-

banking arm of the Saudi govern-
ment-owned National Commercial
Bank.

In Abu Dhabi on Wednesday, Mr.
Geithner is to meet with the crown
prince of the emirate, Sheikh Mo-
hammed bin Zayed Al Nahyan, as
well as with the city-state’s massive
sovereign fund, the Abu Dhabi In-
vestment Authority, and with offi-
cials of the finance ministry and cen-
tral bank.

“This is a reassurance trip,” a
U.A.E.-based economist who works
for a government agency said.
“Geithner wants to let Abu Dhabi
and Saudi know that their invest-
ments in the U.S. are safe.”
 —Maya Jackson Randall

and Maria Abi Habib
contributed to this article.

Geithner assures Saudis
on U.S. dollar, deficit

The U.S. aims to
cut the deficit and
back a strong dollar,
Mr. Geithner says.

The decision by CIA director Leon
Panetta to cancel the assassination
initiative has put him in a tough spot.
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By Roshanak Taghavi

DUBAI—An Iranian regulatory
agency announced a new set of guide-
lines Tuesday that it says are de-
signed to ensure “objectivity” in
Iran’s domestic media.

The move appears to be the latest
in a series of measures aimed at rein-
ing in the local and international
press, after contested June 12 presi-
dential elections and the sometimes-
violent clashes between demonstra-
tors and authorities that followed.

In the aftermath of the vote and
amid massive protests, Iran clamped
down on international and domestic
journalists, refusing to extend visas
and eventually forbidding correspon-
dents from attending unapproved
gatherings or news conferences. Re-
gime officials also rounded up scores
of local journalists, and have accused
the foreign media of inciting violence
or working as agents of foreign gov-
ernments during the unrest.

Forty-one journalists and blog-
gers are being held by authorities in
the Islamic Republic, according to me-
dia watchdog Reporters Without Bor-
ders. Iran expelled the British Broad-
casting Corp.’s correspondent in Teh-
ran, Jon Leyne, and has held Iranian-
Canadian reporter Maziar Bahari,

who has reported for Newsweek, in
detention since mid-June.

Iran’s State Inspectorate Organi-
zation, a sort of superregulatory
agency that supervises a wide range
of government administrations,
said the guidelines will ensure that
any criticism communicated
through state media is “construc-
tive,” “nonjudgmental” and doesn’t
“stray from objectivity,” Iran’s state-
controlled English-language news
site Press TV quoted SIO chief Mo-
stafa Pourmohammadi as saying.

He didn’t give details of the new
rules, and it wasn’t clear which out-
lets are being specifically targeted—
the government-controlled media or
the heavily monitored, independent
press. It is also unclear how much
clout the agency has in pursuing vio-
lations or referring them to authori-
ties for enforcement.

Still, the public decree appeared
to ratchet up pressure on journalists
inside the country. Press TV said only
that the new guidelines came after
“provocative, insulting, derogatory
and defamatory” reports in the
run-up to the June 12 elections and in
its immediate aftermath. Election offi-
cials declared President Mahmoud
Ahmadinejad the winner, triggering
weeks of widespread protests.
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Fortress on both sides in talks
Buyout group aims
to refinance big loan,
and it’s also a lender

Gl High Yield I US BD LUX 07/13 USD 3.63 29.5 –8.0 –5.6
Gl Value A GL EQ LUX 07/13 USD 8.72 2.7 –38.5 –33.5
Gl Value B GL EQ LUX 07/13 USD 8.04 2.0 –39.2 –34.2
Gl Value I GL EQ LUX 07/13 USD 9.23 3.0 –38.1 –33.0
India Growth AX OT OT LUX 07/13 USD 78.42 35.7 –9.8 –11.8
India Growth BX OT OT LUX 07/13 USD 67.35 35.1 –10.6 –12.6
India Growth Fund USD A OT OT LUX 07/13 USD 89.82 NS NS NS
India Growth Fund USD B OT OT NA 07/13 USD 94.54 NS NS NS
India Growth I EA EQ LUX 07/13 USD 81.07 36.0 –9.5 –11.5
Int'l Health Care A OT EQ LUX 07/13 USD 115.19 –1.9 –19.9 –16.7
Int'l Health Care B OT EQ LUX 07/13 USD 97.62 –2.4 –20.7 –17.5
Int'l Health Care I OT EQ LUX 07/13 USD 125.38 –1.5 –19.2 –16.0
Int'l Technology A OT EQ LUX 07/13 USD 83.90 14.7 –27.5 –21.3
Int'l Technology B OT EQ LUX 07/13 USD 73.04 14.1 –28.2 –22.0
Int'l Technology I OT EQ LUX 07/13 USD 93.72 15.2 –26.9 –20.6
Japan Blend A JP EQ LUX 07/13 JPY 5489.00 2.3 –35.4 –32.8
Japan Growth A JP EQ LUX 07/13 JPY 5417.00 –2.6 –35.2 –32.9
Japan Growth I JP EQ LUX 07/13 JPY 5553.00 –2.2 –34.7 –32.4
Japan Strat Value A JP EQ LUX 07/13 JPY 5476.00 6.2 –36.6 –33.3
Japan Strat Value I JP EQ LUX 07/13 JPY 5601.00 6.6 –36.1 –32.7
Real Estate Sec. A OT EQ LUX 07/13 USD 10.68 0.1 –35.4 –30.8

Real Estate Sec. B OT EQ LUX 07/13 USD 9.81 –0.4 –36.0 –31.5
Real Estate Sec. I OT EQ LUX 07/13 USD 11.43 0.4 –34.9 –30.2
Short Mat Dollar A US BD LUX 07/13 USD 6.86 3.5 –9.3 –10.0
Short Mat Dollar A2 US BD LUX 07/13 USD 9.09 3.8 –9.4 –10.0
Short Mat Dollar B US BD LUX 07/13 USD 6.86 3.3 –9.8 –10.4
Short Mat Dollar B2 US BD LUX 07/13 USD 9.06 3.4 –9.9 –10.5
Short Mat Dollar I US BD LUX 07/13 USD 6.86 3.8 –8.8 –9.5

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 07/13 GBP 6.47 –2.9 –16.9 –18.4
Andfs. Borsa Global GL EQ AND 07/13 EUR 5.33 –8.2 –31.6 –27.9
Andfs. Emergents GL EQ AND 07/13 USD 12.59 25.9 –31.0 –20.7
Andfs. Espanya EU EQ AND 07/13 EUR 11.07 2.3 –18.2 –20.5
Andfs. Estats Units US EQ AND 07/13 USD 12.17 –0.2 –27.9 –22.9
Andfs. Europa EU EQ AND 07/13 EUR 6.31 –2.7 –25.4 –26.7

Andfs. Franca EU EQ AND 07/13 EUR 7.74 –6.5 –26.0 –29.2

Andfs. Japo JP EQ AND 07/13 JPY 447.33 2.1 –31.3 –30.6

Andfs. Plus Dollars US BA AND 07/13 USD 8.49 0.7 –15.4 –11.5

Andfs. RF Dolars US BD AND 07/13 USD 10.71 4.8 –5.5 –2.2

Andfs. RF Euros EU BD AND 07/13 EUR 10.09 12.7 –4.2 –5.1

Andorfons EU BD AND 07/13 EUR 13.33 11.8 –6.2 –8.2

Andorfons Alternative Premium OT OT AND 05/31 EUR 94.40 2.2 –17.8 –9.4

Andorfons Mix 30 EU BA AND 07/13 EUR 8.41 3.9 –19.5 –16.4

Andorfons Mix 60 EU BA AND 07/13 EUR 7.89 –3.0 –28.8 –24.1

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 07/03 USD 193188.24 43.2 –17.6 –15.1

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 07/14 EUR 9.63 –4.4 –6.2 –3.0

DJE-Absolut P GL EQ LUX 07/14 EUR 175.22 0.0 –21.9 –17.6

DJE-Alpha Glbl P EU BA LUX 07/14 EUR 154.85 0.7 –17.7 –13.7
DJE-Div& Substanz P GL EQ LUX 07/14 EUR 180.09 3.0 –16.6 –15.2
DJE-Gold&Resourc P OT EQ LUX 07/14 EUR 132.54 1.4 –30.5 –14.9
DJE-Renten Glbl P EU BD LUX 07/14 EUR 124.99 4.4 4.2 1.1
LuxPro-Dragon I AS EQ LUX 07/14 EUR 127.60 37.4 0.8 –9.7
LuxPro-Dragon P AS EQ LUX 07/14 EUR 124.47 37.2 0.3 –10.7
LuxTopic-Aktien Europa EU EQ LUX 07/14 EUR 15.21 6.1 –2.7 –9.5
LuxTopic-Pacific AS EQ LUX 07/14 EUR 13.09 44.6 –24.2 –20.7

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 06/30 USD 38.55 11.5 –37.7 –10.1
EFG-Hermes MEDA* GL EQ BMU 05/29 USD 22.28 6.3 –43.7 –10.7
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Wes Edens, CEO of Fortress Investment,
speaks at the World Economic Forum.
His firm holds both equity and debt in
a potential refinancing.
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By Peter Lattman

Fortress Investment Group LLC
is deep in discussions with lenders
to refinance a critical $1.6 billion
loan on real-estate and railroads
company Florida East Coast Indus-
tries Inc., according to people famil-
iar with the talks. There is only one
wrinkle: One of those lenders hap-
pens to be Fortress Investment
Group.

New York-based Fortress, a pri-
vate-equity and hedge-fund firm
with $26.5 billion in assets under
management, has until July 27 to
work out a plan. That is when the
loan matures and Florida East Coast
must pay back the amount. People in-
volved in the negotiations say that
the company wants to extend the
loan, and that it is expected to reach
an accord that will delay the matu-
rity and increase its interest rate.

But the people involved in the dis-
cussions say the talks have been
complicated because Fortress sits
on both sides of the negotiating ta-
ble: The company already has a $2
billion equity investment, made
when it spent $3.6 billion to pur-
chase Florida East Coast at the
height of the credit bubble in 2007.
But since then, separate investment
funds managed by Fortress have
been buying up large chunks of the
company’s debt. They are now the
company’s largest lender, holding a
$600 million position.

That conflict essentially pits For-
tress clients against each other.
Does it demand tough terms for the
loan, benefiting its debt-fund inves-
tors, or does it try to protect its eq-
uity holding by arguing for a lenient
restructuring?

A Fortress spokeswoman de-
clined to comment. A person close
to the discussions said that Fortress
is “being part of the lending group
negotiating the refinancing, but not
leading it.”

Mitigating the potential for con-
flict is that Apollo Management LP,
another large holder of the debt, is
leading negotiations for the lend-
ers. GSO Capital Partners, a unit of
Blackstone Group LP, and TPG also
own positions. These three firms ac-
quired the Florida East Coast loans
from Citigroup Inc., which in early
2008 sold private-equity firms
about $12 billion of souring buyout
loans.

Jacksonville, Fla.-based Florida
East Coast has two businesses. One
is the Florida East Coast Railway, a
regional freight line that operates
about 550 kilometers of track from
Jacksonville to Miami. Henry Flag-
ler, the famed industrialist who
founded Standard Oil with John D.

Rockefeller, originally assembled
the railroad in 1883. The other busi-
ness is Flagler Development Group,
a commercial real-estate concern
with warehouse and suburban of-
fice properties along Florida’s East
Coast.

Fortress’s situation shows some
of the risks for private-equity firms
that are keen to move into the world
of distressed-debt investing. With
little money available to borrow and
make equity investments, these
firms are instead buying up corpo-
rate debt, often attracted to compa-
nies in which they already have sig-
nificant ownership stakes.

Buyout firms Apollo Manage-
ment and TPG own debt in Harrah’s
Entertainment Inc., the casino oper-
ator it acquired last year. At KKR Fi-
nancial Holdings LLC, the debt-in-
vesting arm of Kohlberg Kravis Rob-
erts & Co., six of its seven largest cor-
porate-debt holdings are KKR com-
panies, including hospital chain
HCA Inc. and First Data Corp.

Private-equity firms say that
they manage these conflicts by, in
some cases, recusing themselves
from one side of the negotiating ta-
ble. That was what happened in the
case of Masonite, the KKR-owned
door maker that filed for bank-
ruptcy earlier this year. KKR owned
a portion of the debt, but removed it-
self from restructuring talks.

In other situations, firms hold
the debt and equity in the same in-
vestment vehicle. They say that miti-
gates conflict by forcing the fund to
make the decision that yields the
best return.

But some private-equity inves-
tors think owning a company’s eq-
uity and debt isn’t a good idea.
“We’ve adopted a policy not to wear
more hats than you have heads,”
said distressed investor Wilbur
Ross of W.L. Ross & Co. at a private-
equity industry conference last
year. “And we think wearing an eq-
uity hat and a debt hat is one hat too
many.”
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Shanghai Yuyuan to sell
bonds as China lifts ban

By Arden Dale

NEW YORK—It has been a stom-
ach-churning ride for Americans
with Swiss bank accounts who may
be caught up in the tax-evasion case
against UBS AG.

Depending on what they already
have told the Internal Revenue Ser-
vice about their accounts, individu-
als are mostly at ease or deeply ner-
vous about the prospect of civil and
criminal penalties. Many are turn-
ing to tax advisers for help in decod-
ing the latest developments in a
case that has taken drastic turns in

recent days.
Over the weekend, the U.S. Jus-

tice Department, the Swiss govern-
ment and UBS said they are in talks
to settle the case and asked a federal
court in Miami to delay a highly an-
ticipated hearing that was set for
Monday. This followed a week of
high-profile maneuvers by UBS and
the Swiss government.

“It is King Kong versus Godzilla
and they decided to take a time out,”
says Bryan Skarlatos, a partner at
New York law firm Kostelanetz & Fink.

The IRS crackdown has targeted
people who hold U.S. securities in

offshore accounts but don’t declare
the accounts or pay taxes on income
from the securities.

Scott D. Michel, an attorney at Ca-
plin & Drysdale in Washington, says
many clients are trying to sort
through all the back and forth. The
message to be taken from the most
recent news: Any account holder
who hasn’t come forward under a
voluntary disclosure program at the
IRS should do so immediately. The
program, which has attracted many
individuals since the tax-evasion
case began months ago, can offer
participants leniency.

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

SHANGHAI—China ended a
10-month moratorium on the issu-
ance of exchange-traded corporate
bonds Tuesday by giving Shanghai
Yuyuan Tourist Mart Co. permis-
sion to sell 500 million yuan ($73.2
million) worth of the bonds.

The five-year bonds will be sold
on the Shanghai Stock Exchange on
Friday.

Exchange-traded bonds are one
of three categories of bonds in Chi-
na’s complex corporate-bond mar-
ket. Such bonds are typically sold by
listed companies and supervised by
the China Securities Regulatory
Commission.

The relaxation of restrictions in
this particular section of the corpo-
rate-debt market comes on the
heels of the CSRC’s decision last
month to resume initial public offer-
ings after a nine-month hiatus. It
also reflects Beijing’s growing ease
with the domestic capital markets’
capacity and appetite for supply as
the economic recovery gains trac-
tion.

“China may want to test the wa-
ter by initially opening the door to
small-sized bond issues,” said Dong
Chengjiang, a bond analyst at She-
nyin Wanguo Securities. “The regu-
lator is likely to allow bigger offer-
ings if the market gives a positive re-
sponse, repeating the pattern of the
IPO resumption.”

Mr. Dong said he expects local
companies to issue between 120 bil-
lion yuan and 180 billion yuan worth
of exchange-traded bonds this year.

Shanghai Yuyuan said it will use
the proceeds from the bond issue to
repay bank loans and to supplement
its working capital.

Haitong Securities Co. will be the
main underwriter of the deal, it said.

The National Development and
Reform Commission, China’s top
economic-planning agency, regu-
lates bonds issued by mostly state-
owned enterprises and government
agencies for long-term funding
needs. The Chinese central bank op-
erates a separate medium-term
note program and approves sales of
short-term bills.

The CSRC imposed its morato-
rium on stock-exchange corporate-
bond issues and IPOs in September

as part of its efforts to boost China’s
equities market.

The last exchange-traded bond
was a 5.9 billion yuan issue by China
Vanke Co., the country’s biggest
property developer, in September.

Before the bond moratorium,
nearly 40 companies had gained pre-
liminary regulatory approval for
bond issues, with a combined issu-
ance size of about 140 billion yuan.

Among them, PetroChina Co.,
China’s largest listed oil and gas pro-
ducer by capacity, proposed selling
30 billion yuan worth of debt, and
China Petroleum & Chemical Corp.
planned to issue 20 billion yuan
worth of bonds.
 —Wang Ming

THE INTERNATIONAL INVESTOR

The relaxation of
restrictions follows
a decision to resume
IPOs last month.

By Jeff Bennett

And Kate Haywood

DETROIT—Chrysler Financial
said Tuesday it reimbursed the U.S.
government $1.5 billion, becoming
the first auto-sector company to
pay off the loans provided by the De-
partment of Treasury.

The former primary lending arm
of Chrysler LLC received the loan on
Jan. 16 through the Treasury’s Trou-
bled Asset Relief Program. The money
was plowed into new consumer incen-
tive programs and used to fund
85,000 consumer loans for the pur-
chase of Chrysler cars and pickup
trucks. Chrysler Financial had five
years to pay off the loan.

The reimbursement offers little in-
sight into the future of Chrysler Fi-
nancial, which was replaced by
GMAC LLC as the primary lending
unit for Chrysler in May as part of the
auto maker’s bankruptcy reorganiza-
tion process. Chrysler Financial con-
tinues to write some loans and work
with dealers. Last month, it dropped
its application to become an indus-
trial bank, which would have given it
access to more liquidity.

The company is looking to extend
$24 billion in short-term financing,
which was raised last summer
through a group of 22 banks includ-
ing Citigroup Inc., J.P. Morgan Chase
& Co. and Royal Bank of Scotland PLC.
The financing matures July 31.

Chrysler Financial reimburses
U.S. government $1.5 billion loan
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