
Russian President Dmitry Medvedev, left, met with German Chancellor Angela Merkel in Munich on Thursday in talks that focused
mainly on trade. At a news conference there, Mr. Medvedev renewed a pledge that the killing of human-rights activist Natalya
Estemirova this week will be investigated thoroughly. “I am sure the killer will be found” and punished he said.
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Iceland’s parliament voted
narrowly to apply to join the
EU after a six-day debate,
exposing the rift in popular
support for the move, which
was prompted by the coun-
try’s financial collapse. Page 2

n Vaccine makers say they
are having difficulty on swine
flu because viruses used to
make the shots are yielding a
low level of antigen. Page 3

n Nokia posted a smaller-
than-expected drop in quar-
terly profit but cut its fore-
casts, while Sony Ericsson
reported a loss. Page 5

n Novartis reported a 9.5%
decline in quarterly profit,
but the drug maker raised
the guidance for its flagship
pharmaceutical unit. Page 3

n U.S. stocks climbed, but
CIT’s woes weighed on bank
shares. Europe shares gained
as lenders rose. Page 21

n U.S. jobless claims fell
sharply a second week in a
row, an encouraging sign, but
reflecting seasonal adjust-
ments in hiring. Page 13

n A U.N. panel imposed new
sanctions against North Ko-
rean officials and companies
aimed at curbing the nation’s
nuclear program. Page 32

n The U.S. agreed to resettle
1,350 Palestinians displaced
by fighting in Iraq. Page 11

n Russia could join the WTO
by mid-2010 if the U.S.
backs its bid, a Russian dep-
uty premier said. Page 12

n A veteran U.N. official was
shot dead along with a guard
while resisting kidnappers at
a Pakistan refugee camp.

n The EU proposed rules to
better prepare for natural-gas
shortages as friction between
Ukraine and Russia risks dis-
rupting supplies. Page 2

n China’s GDP jumped to 7.9%
in the second quarter, spurring
a debate about a cooling-off
period, but Beijing said the
rebound is unstable. Page 13

n Rio Tinto told its expat
staff to leave China or not to
return, amid fears authori-
ties would widen allegations
beyond four detained. Page 8

n Deutsche Lufthansa has
made fresh proposals to the
EU, hoping to win clearance
for its planned takeover of
Austrian Airlines. Page 5

n IATA said a fresh drop in
airline passenger numbers
raises doubts the travel slump
is bottoming out. Page 8

Editorial&Opinion

EU court backs regulator
Penalty against commission in Schneider antitrust ruling is overturned

By Robin Sidel

J.P. Morgan Chase & Co.,
extending its status as one of
the strongest firms in the
banking industry, reported ro-
bust quarterly earnings and
expressed cautious optimism
that some of its businesses
that were hammered in the
early days of the credit crisis
may be starting to stabilize.

As a result, Chief Execu-
tive James Dimon indicated
that the bank may start think-
ing about a range of actions
that weren’t on the table just
a few months ago, including
potentially reinstating the
dividend next year and buy-
ing back its stock.

He also said the New York
company is in a good position
to make an acquisition “if
something presents itself.”
Last year, J.P. Morgan
snapped up Bear Stearns Cos.
Inc. as it careened toward

bankruptcy and acquired
failed thrift bank Washington
Mutual in government-as-
sisted transactions.

The results came three
days after Goldman Sachs
Group Inc. reported block-
buster results that drove up

stocks of financial institu-
tions. As at Goldman, J.P. Mor-
gan’s investment bank, which
runs its Wall Street busi-
nesses, contributed to a large
chunk of the firm’s earnings.
Commercial banking, retail
banking and asset manage-
ment also turned in strong
performances.

The strong earnings re-
port, however, was damped
by unrelenting trouble in two
of J.P. Morgan’s most impor-
tant businesses: credit cards
and consumer lending. Mr. Di-
mon said that the bank’s big
credit-card portfolio, which
already was expected to be in
the red for 2009, isn’t likely
to turn a profit next year ei-
ther.

“J.P. Morgan’s results sum
up a lot about the industry—
half of the results are tied to
capital markets which were
strong and the other half is

Please turn to page 31

Democracy and Islam
Indonesia, the largest
Muslim country, embraces
free institutions. Page 15

New curbs
on banker
pay urged
in U.K.
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Turnaround
J.P. Morgan Chase’s quarterly 
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Medvedev pledges that rights activist’s killers will be found

By Charles Forelle

BRUSSELS—European
Union antitrust regulators
don’t have to compensate a
French electrical-equipment
maker for losses it suffered
when its acquisition of a ri-
val was wrongly blocked, Eu-
rope’s highest court said.

The judgment from the
Court of Justice in Luxem-

bourg overturned a 2007
lower-court ruling that held
the European Commission
must pay France’s Schneider
Electric SA compensation
that could have risen to a bil-
lion euros.

The 2007 ruling had
given the commission—al-
ready stung by a string of rul-
ings overturning its merger
prohibitions—another rea-

son to tread carefully before
saying no to deals.

Thursday’s high-court de-
cision undoes most of the
penalty, though the court let
Schneider collect some legal
costs. Alone, the judgment
isn’t likely to usher in an era
of vigorous merger review,
but it makes plain that the
commission faces little risk
of paying big penalties.

“Even if you think the
commission has been mani-
festly erroneous, you are go-
ing to have a steep uphill
struggle to get substantial
compensation,” said Juan Ro-
driguez, an antitrust lawyer
at Sullivan & Cromwell in
London.

Schneider said only that
it “acknowledges” the

Please turn to page 31

By Stephen Fidler

LONDON—A new report
commissioned by the U.K.
government calls on banks’ in-
dependent directors to imple-
ment tough new curbs on
bankers’ pay, saying they
should keep chief executives
in check to prevent them
from assuming too much risk.

The independent review
of the way big financial insti-
tutions are run, written by
David Walker, a former execu-
tive director of the Bank of
England and now a senior ad-
viser to Morgan Stanley, sug-
gests cozy board meetings
should be a thing of the past.

The review, which offers a
hint of the likely direction of
government action, stops
short of calling for an abso-
lute cap on pay. It does, how-
ever, recommend that at
least half of bankers’ bonuses
should be deferred for from
three to five years.

Sir David, in a statement,
said the proposals on remu-
neration were “as tough, or
tougher, than anything to be
found anywhere else in the
world.”

The pay proposals immedi-
ately drew claims that, if im-
plemented, they could chase
business away from London
to competing financial capi-
tals.

The plan to defer bonuses
for as long as five years is too
harsh and would be “an unac-
ceptable sea change for se-
nior traders,” said Nicholas
Stretch of the CMS Cameron
McKenna law firm. Reflect-
ing a widespread concern in
the City, London’s financial
center, he said the proposal
“will put the U.K. financial
sector at a huge disadvantage
in comparison with European
and other financial centers
where these restrictions do
not apply.”

The proposals take the
U.K. debate on bankers’ pay
well beyond where it has
gone in continental Europe
and in the U.S., where govern-
ments have focused more on
limiting the pay of bankers
whose institutions have re-
ceived taxpayer bailouts. The
U.S.’s Obama administration
has outlined broad principles
to govern bankers’ pay but
hasn’t gone into detail.

In an interview, Sir David
said he recognized that his
proposals could mean more
conflict within company
boards and could be resisted
by bank bosses. But he said
the complexity of banks justi-

Please turn to page 31

Markets

VO L . X X V I I N O . 1 1 5  F R I DAY - S U N DAY, J U LY 17 - 1 9 , 2 0 0 9

H E A R D  O N  T H E  S T R E E T
Financial Analysis and Commentary  more at WSJ.com/heard

Conflicting signals persist
in the corporate bond mar-
ket. While demand is out-
stripping supply for new
deals, the creditworthiness
of the market as a whole con-
tinues to slide. And while
some big second-quarter
earnings numbers have come
in ahead of expectations,
macroeconomic data makes
for less pleasant reading.
This tension is making bond
investors uncomfortable, and
may yet lead to turmoil.

The contradictions are
rife. Risk appetite is rising,
but so is credit risk. Inves-
tors are buying increasing
amounts of high-yield bonds
and lower-rated investment-
grade bonds, just as the rat-
ings firms dish out record
levels of downgrades. In
June, Standard & Poor’s cut
15 companies globally to
junk, the third-highest
monthly total since it began
compiling data in 1987. De-
faults are running at four
times 2008’s pace.

Elsewhere, U.S. second-
quarter earnings have of-
fered some hope: Goldman
Sachs and Johnson &
Johnson beat expectations,
while Intel provided an up-
beat outlook. But macroeco-

nomic data such as U.S. pay-
rolls, consumer confidence
and retail sales have been
weak. Central bankers are em-
phasizing that risks remain.

Some of this contradic-
tion can be reconciled: Com-
panies have been cutting
costs and capital expendi-
ture to fit their balance
sheets to the recession,
which weighs on consumer
confidence and jobs. But
BNP Paribas also points out
that a big gap has opened be-
tween S&P 500 operating
earnings, which remove un-
usual items and layoff costs
and on which the equity mar-
ket may focus, and “as re-

ported” earnings. Those
numbers include such costs
and may be more relevant to
the credit market. Restruc-
turings have to be paid for.

The difficulty in assess-
ing this flood of contrasting
information is partly why
the bond rally that started
in March has slowed. U.S.
corporate bond spreads
have been stuck around 3.3
percentage points over Trea-
surys for nearly a month, ac-
cording to Merrill Lynch
data, although the last
week’s gains in stock mar-
kets have helped tighten
spreads again. A similar pic-
ture can be seen in Europe.

Ultimately, the tension
must be resolved. While risk
appetite has been encour-
aged by a sense that the con-
traction in the economy may
be close to ending, the
growth outlook is fragile.
Without sustained growth
that allows companies to pro-
duce earnings from sources
other than cost-cutting, cred-
itworthiness could slide fur-
ther as companies find they
can’t cut more without dam-
aging their businesses. Inves-
tors should weigh the nega-
tives against the positives
carefully.

—Richard Barley

Politics and the weather
rarely make for certainties.
But in this era of expanding
government, investors
shouldn’t ignore Washing-
ton’s determination to regu-
late carbon emissions.

With consumers in hiber-
nation, sectors pushed by
Uncle Sam present
opportunities.

One is London-listed Cli-
mate Exchange PLC, which
combines an existing mar-
ket leader with an option on
potentially huge growth.

The lion’s share of oper-
ating profit comes from the
company’s European Cli-
mate Exchange.

The ECX’s market share
in carbon allowances deriva-
tives is more than 90%.

Europe’s carbon market
is still young and growing,
but the big growth opportu-
nity is in the U.S., via the
company’s Chicago Climate
Exchange and Chicago Cli-
mate Futures Exchange.

The former is a volun-
tary cap-and-trade spot car-
bon market.

The CCFE trades feder-
ally regulated emissions
such as sulphur dioxide.

Assuming cap-and-trade
legislation passes the Sen-
ate, the CCX’s profile and re-
lationships should provide
an incentive for existing
members to move across to
the CCFE in a regulated,
mandated carbon market.

The winner-takes-all na-
ture of futures markets posi-
tions a first mover like Cli-
mate Exchange well.
 —Liam Denning

Sunny forecast for Climate Exchange

Insurers should seek own resolution
Resolution might yet

prove a spark for the much-
needed consolidation of U.K.
life insurance. But insurers
shouldn’t let Clive Cowdery’s
vehicle do their M&A work.

There is support for Res-
olution’s consolidation strat-
egy from investors in the
main life insurers. The £660
million ($1.08 billion) Reso-
lution raised last December
included contributions from
major U.K. insurers such as
Aviva, Legal & General
Group and Standard Life.

But with funds under
management running into

the hundreds of billions of
pounds, the sector isn’t ex-
actly betting the farm on
Resolution. Support for Res-
olution might be founded on
hope it triggers consolida-
tion all can benefit from.
Consolidation is long over-
due: The five biggest life
companies command less
than half the market, com-
pared with nearly 90% for
the top five U.K. banks, ac-
cording to Banc of America
Securities-Merrill Lynch.

But Resolution’s activi-
ties are more likely to hurt
rival insurers, at least in tra-

ditional life-insurance and
annuity products, where Res-
olution will focus its efforts.
Resolution reckons life com-
panies will find those opera-
tions attractive when it
sells them. But that as-
sumes insurers shoulder pre-
mium price tags.

A better scenario would
be for insurers to pursue
consolidation themselves,
perhaps through paper
deals to get around capital
constraints. Friends Provi-
dent and Standard Life is
one possible combination.
 —Sean Walters

Bond tensions build

U.N. expands sanctions
North Korean firms,
individuals listed
by Security Council

U.S. report slams Caracas
for cocaine trafficking

Source: Merrill Lynch 
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By David Luhnow

MEXICO CITY—A Mexican state
governor found himself in an uncom-
fortable spotlight on Wednesday af-
ter police issued an arrest warrant
for his half brother, a federal con-
gressman, on charges he belongs to
a dangerous local drug cartel called
“La Familia.”

Leonel Godoy, governor of the
state of Michoacán for the leftist
Party of the Democratic Revolution,
said he had no idea whether his
brother, Julio César Godoy Toscano,
was involved in anything illegal. He
also said he wouldn’t resign and had
nothing to hide. Late on Tuesday,
Mexico’s Federal Police said that
Mr. Godoy Toscano, was in charge of

ensuring official protection for the
cartel in several districts through-
out the state, and reported directly
to a major cartel boss. The revela-
tions came as the Federal Police
wage an all-out battle with the La Fa-
milia cartel in Michoacán, a popular
tourist destination and agricultural
state that has emerged as a major
front in Mexico’s drug war.

A Mexican governor gets ensnared in the drug war

ASSOCIATED PRESS

UNITED NATIONS—A United Na-
tions Security Council panel im-
posed new sanctions Thursday
against North Korean officials and
companies, aimed at curbing the na-
tion’s nuclear defiance.

The panel named five people and
five companies subject to travel
bans and a freeze on financial as-
sets. It also designated two types of
materials used in ballistic-missile
parts that nations must refrain from
supplying to North Korea. The desig-
nations need no further approval
and are effective immediately.

U.S. officials and other expressed
satisfaction with the list, which re-
quired approval by the 15-nation
council’s sanctions panel. China,
North Korea’s biggest ally and trad-
ing partner, went along with most of
the U.S. recommendations.

“It is, of course, significant that
we have also put individuals on the

list as this is the first time,” said Fazli
Corman, Turkey’s deputy U.N. ambas-
sador, who heads up the panel. “This
shows that the sanctions are going
on a higher level at this moment.”

Sanctions were approved
against the General Bureau of
Atomic Energy in Pyongyang, the
chief agency directing the North’s
nuclear program. That includes the
Yongbyon Nuclear Research Center
and its plutonium production re-
search reactor, as well as its fuel fab-
rication and reprocessing facilities.

Alsonamedwerethree Pyongyang-
based companies—Namchongang
Trading Corp., Korea Hyoksin Trad-
ing Corp. and Korean Tangun Trading
Corp.—and one Iranian-based com-
pany, Hong Kong Electronics.

The five people named were Yun
Ho-Jin, director of Namchongang
Trading Corp.; Ri Je-Son, director of
the General Bureau of Atomic En-
ergy; Hwang Sok-Hwa, chief of the
bureau’s scientific guidance; Ri
Hong-Sop, former director of Yong-
byon Nuclear Research Center; and
Han Yu-Ro, director of Korea Ryon-
gaksan General Trading Corp.

The goods used in ballistic-missile
parts that the panel banned nations

from selling North Korea are graphite
designed or specified for use in elec-
trical-discharge machining, and para-
aramid fiber, filament and tape,
which is a Kevlar-like material.

Japan’s U.N. ambassador, Yukio
Takasu, called the panel’s work “a
major achievement.”

The U.S. has launched what it
calls a major effort to ensure that
U.N. Security Council Resolution
1874 is implemented effectively. That
resolution, which authorized the pan-
el’s decisions, was approved June 12
in punishment for the North’s under-
ground nuclear test blast on May 25.

North Korea hasn’t indicated
how it might react to the sanctions
panel’s latest decisions. But on June
13, North Korea’s Foreign Ministry
threatened to take “countermea-
sures,” including accelerating pluto-
nium reprocessing and starting up
uranium enrichment, which would
give the regime a second way to
make atomic bombs. North Korea
has warned that any attempted
blockade of its ships would be con-
sidered “an act of war.”

The council panel also said it
would continue working to identify
more items subject to sanctions.

By José de Córdoba

Venezuela is fast becoming a ma-
jor hub for cocaine trafficking in the
Western Hemisphere, according to a
report written by the investigative
arm of the U.S. Congress.

The report from the nonpartisan
Government Accountability Office
is sure to raise tensions between
Venezuela and the U.S. at a delicate
moment in the countries’ relations.

The report, reviewed by The Wall
Street Journal, blames widespread
government corruption for in-
creases in cocaine transshipments
through Venezuela. Such shipments
have soared more than fourfold to
260 metric tons in 2007 from 60 met-
ric tons in 2004 as the government
of President Hugo Chávez has sys-
tematically slashed its antinarcot-
ics cooperation efforts with the U.S.,
the report states.

“A high level of corruption
within the Venezuelan government,
military and other law enforcement
and security forces contributes to
the permissive environment,” says
the report, scheduled to be released
this month. Many of the drug ship-
ments come from Colombian “ille-
gal armed groups” such as the Revo-
lutionary Armed Forces of Colom-
bia, the report says, which the Vene-
zuelan government provides with “a
lifeline” of support and a haven
within Venezuela. FARC is a commu-
nist guerrilla group.

The biggest problem: corruption
of Venezuelan officials at all levels,
the report states. Corruption within
the Venezuelan National Guard
“poses the most significant threat,”
it says, because the “Guard reports

directly to President Chávez and
controls Venezuela’s airports, bor-
ders and ports.” In some cases, the
report says, drugs captured by the
National Guard and Venezuela’s In-
vestigative Police, who are often
themselves involved in drug traffick-
ing, aren’t destroyed, but are taken
by the officials or returned to drug
traffickers.

“The findings of this report have
heightened my concern that Venezu-
ela’s failure to cooperate with the
United States on drug interdiction is
related to corruption in that coun-
try’s government,” said Sen. Rich-
ard Lugar, the ranking Republican
member of the Senate Committee
on Foreign Relations, who commis-
sioned the report.

Venezuela’s ambassador to
Washington, Bernardo Álvarez, said
he wouldn’t comment on the report
because he hadn’t received it. But he
said Venezuela is engaged in a “com-
plex fight against drug trafficking”
which has been recognized by the Or-
ganization of American States, Inter-
pol and others. The GAO report
comes at a particularly delicate time
in U.S.-Venezuelan relations. Last
month, the countries agreed to re-es-
tablish ambassadors for the first
time since September, when Venezu-
ela expelled the U.S. ambassador
and the U.S. followed suit.

Mr. Álvarez said the report
wouldn’t help this rapprochement.
“If the GAO issued a report with this
content it would be reproducing the
irrational policy of the Bush adminis-
tration, which we hoped, in the at-
tempt to normalize bilateral rela-
tions, could be overcome by the
Obama administration.”
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Temasek Holdings ....... 25
Toyota Motor ............ 9,24
Visto ............................... 9
Volkswagen .................. 21
Wachovia .................... 25
Wal-Mart Stores ........ 4,9
Wells Fargo & Co. ....... 25
WPP ............................... 8
Zijin Mining Group ...... 24

This index lists the names of businesspeople and government regulators
who receive significant mention in today's Journal.

1 For more people in the news, visit
CareerJournal.com/WhosNews

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.

Iceland votes to apply to the EU
Narrow margin
in parliament poll
exposes national rift

By Alessandro Torello

BRUSSELS—The European Com-
mission proposed new rules to en-
sure the European Union is better
prepared to face natural-gas short-
ages, as a potential payment dispute
between Ukraine and Russia risks
disrupting supplies again.

If the new rules are adopted, the
EU would be able to “speak with one
voice and act as one entity” in case
of an emergency, Energy Commis-
sioner Andris Piebalgs said. He said
a gas-supply crisis couldn’t be ex-
cluded even as early as August.

The proposals come months be-
fore they were expected, as new fric-
tion between Russia and Ukraine
over natural-gas payments suggests
there may be a repeat of January’s
problems, when a price dispute be-
tween the two countries caused dis-
ruptions to natural-gas supplies for
several EU countries for weeks.
Some factories and schools were
shut and many households went
without heat.

Under the proposals, each of the
EU’s 27 countries would have to des-
ignate an authority to look after se-
curity of their gas supplies, prepar-
ing plans aimed at preventing dis-
ruptions and dealing with any
shortages that arise. The new rules
would give the commission—the
EU’s executive arm—authority to
ask for changes to these national
plans if it considered them “not ef-
fective” or incompatible with those
of other EU countries.

The commission would also be
able to declare an EU-wide emer-
gency, in which case it would coordi-
nate the actions of the bloc’s na-
tional authorities as well as interac-
tion with third countries. This
would happen at the request of one
EU member, or if the EU lost more
than 10% of its daily imports from
third countries.

The European Parliament and
the 27 EU governments must back
the proposal before it becomes law.
Talks are expected to take months
and might lead to a watered-down
version of the rules.

Also Thursday, Matthias Warnig,
managing director for Russia’s
planned Nord Stream pipeline, said
after meeting Mr. Piebalgs that he
expected to have the national per-
mits he needs by year-end, and that
construction would begin in 2010.

By Charles Forelle

BRUSSELS—Iceland’s parlia-
ment voted narrowly Thursday to
apply to join the European Union af-
ter six days of grueling debate, a
move prompted by the country’s dra-
matic financial collapse.

The marathon debate and
33-to-28 vote in favor, with two ab-
stentions, just clear of the 32 votes
required, reflects deep rifts in Ice-
land over how best to resurrect the
country after its financial meltdown
during the global crisis last year. Ex-
cessive overseas borrowing
wrecked Iceland’s banks and its cur-
rency, the krona.

October’s financial collapse
caused chaos on an island that paid
for its imports of cars, food and build-
ing materials with kronur that sud-
denly lost value. Many in Iceland be-
lieve the nation needs the haven of
the EU’s common currency, the euro,
even though signing up to the EU
means the country would cede pre-
cious sovereignty over the size of its
catches in its lucrative fishing
grounds. Fish and seafood accounted
for 37% of Iceland’s exports in 2008.

A vote for closer union with Eu-
rope would have been unthinkable

just a year ago in the moonscaped
country of 300,000, which declared
independence from Denmark in
1944 and has long exulted in the
go-it-alone streak of its Viking fore-
bears. For decades, Iceland’s lead-
ers had been drawn from the
anti-EU Independence Party, which
is closely allied with the fishing in-
dustry.

Joining the EU would likely take
at least two years and face a popular
referendum. Moreover, once in the
EU, Iceland would have to meet addi-
tional stringent requirements be-
fore it could adopt the euro.

Still, Iceland is far closer to EU
membership than other aspirants,
such as Albania, which wrestles with
poverty and corruption, and Turkey,
whose large Muslim population has
caused consternation in France and
Germany. A member of the European
Economic Area, Iceland has already
signed up to many of the EU’s com-
mon-market rules, as well as environ-
mental and social legislation, mean-
ing the tedious job of overhauling its
laws to conform to EU norms would
be greatly shortened.

The parliamentary vote was re-
peatedly delayed, the last time
Wednesday by a demand that the
government reconsider a deal to pay
back foreign countries whose deposi-
tors lost out in the collapse of Icelan-
dic banks, and by extended talks
about the impact of EU regulations
that govern chicken and pig farms.

Many Icelanders are steaming

over an agreement the government
reached last month with the U.K.
and the Netherlands under which
Iceland would take responsibility
for £2.35 billion ($3.86 billion) paid
to Britons who had money with Ice-
save, an Internet arm of a now-de-
funct Icelandic bank, and for Œ1.32
billion ($1.86 billion) paid by the
Netherlands to Dutch depositors.
Iceland has 15 years to pay it back,
but the sums total more than a third
of the country’s annual economic
output. The agreement requires the
approval of Iceland’s parliament.

The deal is a “terrible contract,”

says Birgitta Jonsdottir, a poet who
is one of four members of parlia-
ment from the Civic Movement, a
party that sprang out of the protests
that followed the economic col-
lapse. On Wednesday, the Civic
Movement demanded the payback
accord should be renegotiated—a
move that would incense EU mem-
ber Britain.

Still, Ms. Jonsdottir says Iceland
needs a new currency, “and it would
be natural to take the euro.” Of join-
ing the EU, she says, “Being an anar-
chist, I don’t like big structures. But
I am not an isolationist either. So I
am torn—like many Icelanders.”

Pushing the EU vote in parlia-
ment were the Social Democrats, un-
der Prime Minister Sigurdardottir,
who took office early this year. The
party has 20 seats; 32 votes are
needed for the measure to pass, giv-
ing small parties like the Civic Move-
ment outsize leverage.

The Independence Party—which
was in power during the meltdown,
and had for years positioned Iceland
as a mini-financial engine free of the
strictures of European regula-
tion—is greatly weakened. It has suf-
fered a searing backlash that has, in
effect, opened the door to EU mem-
bership.

In a May speech, the EU commis-
sioner in charge of the union’s en-
largement, Olli Rehn of Finland, said
Iceland had already completed the
largest part of the “marathon” that
is the process of joining the EU. Mr.
Rehn’s spokeswoman said last week
that an application from Iceland
“would be welcome.”

Sources: WSJ Market Data Group (currency); Eurostat; Statistics Iceland (regional facts)

Europe, a little bit bigger?
The financial crisis wrecked Iceland's currency; now, the island nation's 
parliament has voted to apply for EU membership.
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Cost of clearing trades has decreased in Europe
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LEADING THE NEWS

EU proposes
rules to prevent
gas-supply crisis

By Adam Bradbery

LONDON—The cost of trading
and clearing stocks and bonds in the
European Union has dropped by be-
tween 20% and 80% since 2006 as a
result of regulatory changes and pres-
sure on exchanges and trade-process-
ing companies from the European
Commission, according to a study
from research company Oxera.

But some settlement houses,
which ensure that both sides of a
trade can make good on the deal be-
fore putting it through, have in-
creased their tariffs. In some coun-

tries, the overall cost of trading is ris-
ing, possibly as a result of orders be-
ing split by brokers to get the best
price for the securities they sell, the
study shows.

The study, which was commis-
sioned by the EU’s executive body,
provides evidence that the Market
in Financial Instruments Directive,
or Mifid, and the commission’s code
of conduct on clearing and settle-
ment are starting to achieve their
goal of reducing dealing costs in the
region.

“I particularly welcome the
study’s findings concerning the de-

creases in costs for trading and clear-
ing and, to some extent, also for set-
tlement services since 2006,” said
Charlie McCreevy, EU internal mar-
kets commissioner.

Mifid was introduced by the com-
mission in November 2007 in a bid
to increase competition between
trading platforms to reduce trading
costs for market users.

A code of conduct was ham-
mered out in late 2006 to boost
transparency and competition be-
tween trade-processing companies
for the same reason.
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EU high court backs regulator

Vietnam urges tighter credit for borrowers

J.P. Morgan posts 36% gain in profit

Review urges keeping CEOs from assuming too much risk
FROM PAGE ONE

court’s ruling. A commission
spokesman said the regulator will
“study it carefully.”

The commission blocked
Schneider’s purchase of rival Le-
grand SA in 2001, saying the combi-
nation of the two electrical-equip-
ment manufacturers would result
in a colossus dominating the mar-
ket for circuit breakers and other
components. The next year, the
Court of First Instance in Luxem-
bourg overturned the decision.

In a withering opinion, the
judges wrote that they found “er-
rors, omissions and inconsisten-
cies” in the commission’s analysis
“to be of undoubted gravity,” ruling
that the commission had bungled
its economic thinking and failed to
give Schneider adequate opportu-
nity to defend the deal.

The Schneider rebuke—along
with another merger reversal a few
months earlier, and a third case
that followed within days—led to
substantial internal reforms in the
commission’s antitrust directorate.

Schneider sued for damages. It
wanted Œ1.7 billion ($2.4 billion) to
compensate for the lost economic
value in unwinding the transac-
tion. It used an unusual bit of EU
law that says the bloc’s bodies are
responsible for damages caused by
negligence. Mr. Rodriguez recalled
a law professor referring to the sec-
tion as the “no monies clause, be-
cause claimants hardly ever suc-
ceed.”

In the 2007 ruling, the Court of
First Instance said the commission
should pay. It said an expert should
calculate the total loss, of which
the commission should pay two-
thirds.

In overturning the Court of First
Instance, the Court of Justice
didn’t address squarely the ques-
tion of how far the commission’s lia-
bility for poor decisions extended.
Instead, the Court of Justice found
that it was partially Schneider’s
fault that it took a loss on the trans-
action. For the commission to be lia-
ble there needs to be a “direct”
causal link, it said.

Continued from first page

fied a special regime of corporate
governance.

“There’ll be an outcry that this
is a land grab for the nonexecutive
directors and that it’s eroding the
power of the chief executive,” Sir
David said in the interview. “But
what I’m proposing will be success-
ful if and when the chief executive
comes to realize that challenge
from the board can be helpful.”

The review, aimed at drawing
lessons from the financial crash
that might help prevent another, fol-
lows extensive consultation across
the City of London. A further period
of consultation now follows before
a final review due in November. Sir
David, whose review is one of a num-
ber to be released on bank regula-
tion and governance, said his pro-
posals won’t require new primary
legislation.

The review recommends that
boards of financial institutions
should establish risk committees,
chaired by nonexecutive directors
who would be more forward-look-
ing than the typical bank audit com-
mittee. Boards should also employ
chief risk officers, independent of

senior management.
The government reacted posi-

tively to the report. Paul Myners, fi-
nancial-services minister, said it
would set “a new benchmark for
best practice both nationally and in-
ternationally.” Mr. Myners said the
consultation period should look at
how to implement the proposals
and “if necessary, take them fur-
ther, including their applicability
to nonfinancial-sector firms.”

The proposals are aimed in part
at countering the potential of chief
executives to become so powerful
that they run a bank largely unchal-
lenged—a dynamic that, for exam-
ple, has been blamed for the near-
demise of Royal Bank of Scotland
Group PLC.

While government officials have

been keen to portray themselves as
clamping down on bankers’ pay and
boardroom weakness, they have
also been criticized for getting too
close to the bankers in the boom
years. At one point in the financial
year ended April 2009, Prime Minis-
ter Gordon Brown entertained Fred
Goodwin, the chief executive who
oversaw RBS’s breakneck expan-
sion before 2008, at his official
country retreat, according to docu-
ments released on Thursday.

Sir David envisages a senior
panel at the Financial Services Au-
thority, the British regulator, vet-
ting nonexecutive directors, who
he believes should have greater ex-
pertise, with either experience or
special training. He also recom-
mends that bank chairmen be re-
elected annually and that indepen-
dent directors spend as much as 30
to 36 days every year on the job,
compared with the current average
of about 25 days.

The emphasis on empowering
nonexecutive directors doesn’t in-
clude enforcement mechanisms
and raises the question of how such
a change of culture will take place.

Not everyone believes Sir Dav-

id’s emphasis on boosting the role
of nonexecutive directors will make
much difference. Mervyn King, gov-
ernor of the Bank of England, ex-
pressed skepticism about that
when he spoke to a parliamentary
committee last month.

“I think the idea that somehow
there is a massive improvement to
be had by changing the role of non-
executives is, to my view, a bit of an
illusion. I think there is a limit to
what nonexecutives can be ex-
pected to do. They are, by defini-
tion, nonexecutives,” he said.

Richard Lambert, director-gen-
eral of the Confederation of British
Industry, an employers’ group, sup-
ported the report but said the pro-
posals “should not distract us from
the need for effective financial regu-
lation.”

Sir David said he saw the source
of the crisis as being a complete mis-
understanding of risks by financial
institutions, though the distortions
caused by bonus programs did con-
tribute to excessive risk-taking by
rewarding short-term perform-
ance. Still, given that £1.3 trillion
($2.13 trillion) of British taxpayers’
money is at risk in the form of eq-

uity, guarantees, asset purchases,
asset insurance and other forms of
support, public tolerance of “un-
safe remuneration packages” for
top bankers is low, he said.

The review says boards’ remu-
neration committees should extend
their authority to cover the pay of
all banking executives and senior
traders—not just board members.
It also calls for increased public dis-
closure of big compensation pack-
ages, though not disclosure by
name.

Sir David said he examined conti-
nental European countries such as
Germany and Switzerland, where
banks have a two-tier board that
splits the supervisory and manage-
ment functions. But he said such a
model “did not in general yield bet-
ter outcomes than unitary boards.”

The review also argues that big
investment institutions didn’t play
a big enough role in ensuring that
banks didn’t take excessive risks.
The review recommends that insti-
tutional shareholders negotiate a
memorandum of understanding to
allow them to act collectively.
 —Laurence Norman

contributed to this article.
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Top cop  | European Commission blocked mergers
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U.S. authorities also moved to block the deal, which
eventually fell apart. In 2004, European Court of Justice
said EU was wrong to prohibit it, but deal was long
scuppered.

The EU’s prohibition caused a trans-Atlantic firestorm;
the ECJ backed the EU.

Lower court said EU’s decision to block merger was
wrong, and ordered payment. ECJ Thursday overturned
the economic damages.

Lower court reversed the EU, and ECJ upheld the lower
court. The EU cleared the deal in 2003.

Companies, Date, Industry

Worldcom/Sprint
June 28, 2000
Telecom

General Electric/Honeywell
July 3, 2001
Aerospace

Schneider/Legrand
Oct. 10, 2001 
Electrical equipment

Tetra Laval/Sidel
Oct. 30, 2001
Packaging equipment
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Key merger prohibitions by the European Commission

traditional banking and that contin-
ues to get weaker,” said Mike Mayo,
a banking analyst at CLSA, a unit of
Crédit Agricole.

Those trouble spots bode poorly
for Citigroup Inc. and Bank of
America Corp., both of which re-
port earnings on Friday and have
large consumer portfolios. Mr. Di-
mon also said commercial real-es-
tate loans are continuing to deterio-
rate, which represents bad news for
a slew of regional lenders that are
slated to report quarterly results
next week.

“Commercial real estate in the
United States of America is going to
get worse consistently over the next
several quarters,” Mr. Dimon said
on a conference call with analysts.
The bank has repeatedly played
down its exposure to a commercial
real-estate meltdown.

In late-afternoon New York
Stock Exchange composite trading,
J.P. Morgan was up nine cents to
$36.35.

J.P. Morgan reported second-
quarter profit rose 36% to $2.7 bil-
lion, or 28 cents a share, compared
with $2 billion, or 53 cents, a year
earlier. The current results included
a hit of 27 cents a share tied to the
company’s recent repayment of $25
billion in federal aid, and 10 cents a
share that reflect a special assess-

ment imposed on large banks by the
Federal Deposit Insurance Corp.

Revenue rose 39% from the year-
earlier period to a record $27.7 bil-
lion. Nonperforming assets leapt to
$17.5 billion from $6.2 billion a year
earlier, more than analysts expected.

In a sign that J.P. Morgan expects
credit deterioration to continue, the
bank added $1.8 billion to its credit-
loss reserves, which now stand at
nearly $30 billion. The bank expects
to continue building reserves for
the rest of the year, although “the
second we see things really stabi-
lize, we won’t need any more re-
serves,” Mr. Dimon said.

J.P. Morgan’s investment bank
benefited from a surge in trading, un-
derwriting and investment-banking
activity. The unit reported net in-
come of $1.5 billion compared with
$1.08 billion in the year-earlier pe-
riod and a loss in the first quarter. For
the first time since November 2007,
J.P. Morgan didn’t write down the
value of its leveraged loans, reflect-
ing a sign that some aspects of the fi-
nancial crisis may be stabilizing.

What isn’t clear, however, is how
long the robust trends in the invest-
ment bank can offset the troubles in
J.P. Morgan’s consumer businesses.

The bank’s retail division, which
includes branch-banking and mort-
gage lending, reported net income
fell 97% from year-earlier levels to

$15 million. Charge-offs are ex-
pected to continue rising in prime
mortgages, subprime mortgages
and home-equity loans. In one
bright spot, the bank is starting to
see the rate of early-stage mortgage
delinquencies start to stabilize.

“We don’t know if it will sustain
itself, but obviously if it did that
would have good implications for fu-
ture loss trends and could mean that
we could be getting near to the end
of needing to add to reserves in
these portfolios,” said Chief Finan-
cial Officer Michael Cavanagh in a
conference call.

J.P. Morgan warned that retail
bank deposits of $348 billion are
likely to decline in the second half of
the year as WaMu certificates of de-
posits mature. The failed thrift
lured customers last year by offer-
ing high interest rates, but “we’re
not going to be chasing, holding on
to those kinds of hot money depos-
its and paying a price to do it,” Mr.
Cavanagh said.

The recession and rising unem-
ployment continued to batter J.P.
Morgan’s credit-card business,
which reported a loss of $672 mil-
lion compared with a $922 million
loss in the year-earlier period. Mr.
Cavanagh said early-stage card de-
linquencies also are starting to
show signs of stabilizing, but “it’s
early to draw big conclusions.”

Continued from first page

By Patrick Barta

And Vu Trong Khanh

Vietnam’s central bank is encour-
aging lenders to tighten credit for
some borrowers, an early sign that
Asian economies are preparing to
rein in stimulus spending if the
worldeconomycontinues to recover.

Like the U.S., China, Vietnam and
other Asian nations have deployed
floods of cash over the past six
months to lift their economies. But
as evidence mounts that the worst
of the downturn is ending, many
economists are advising govern-
ments to start curtailing credit lest

sectors overheat and trigger infla-
tion.

Economists are particularly con-
cerned about Vietnam, a favorite of
foreign investors in Asia that has tan-
gled with asset bubbles, including a
period in mid-2008 when inflation
soared to 28%. Although inflation is
now below 4%, many analysts say the
government has gone too far to stimu-
late growth by subsidizing hefty bank-
lending programs. Real-estate and
stock prices have been climbing rap-
idly.

On Wednesday, State Bank of
Vietnam Governor Nguyen Van Giau
appeared to confirm those fears by

saying the central bank wants local
credit institutions to tighten lend-
ing to real-estate and stock inves-
tors, as well as to consumers. He
said lenders should focus instead on
extending loans to small and me-
dium-size enterprises to boost their
production, and to major state-
owned projects.

Since the start of the crisis, Viet-
namese state banks have poured at
least $19 billion in loans into the
economy, equivalent to about one-
fifth of the country’s annual gross do-
mestic product, as part of a stimulus
program aimed at expanding credit
for state enterprises and exporters.

‘There’ll be an
outcry that … it’s
eroding the power of
the chief executive.’
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Novartis profit, sales slip
Firm raises outlook
for pharmaceuticals;
Diovan still strong

U.K. calculates fatality rate
in a ‘worst-case scenario’

By Julia Mengewein

Novartis AG said Thursday that
its net profit fell 9.5% in the second
quarter, weighed down by currency
fluctuations and expenses related
to a bond issue, but it raised its out-
look for its flagship pharmaceutical
unit.

The Basel, Switzerland-based
drug maker said its net profit fell to
$2.04 billion in the three months
ended June 30 from $2.25 billion a
year earlier. The results were hurt
by the weakness of the euro and
Swiss franc against the dollar. No-
vartis books a significant portion of
its sales in euros and francs but re-
ports its earnings in dollars.

The bottom line was also hit by fi-
nancing costs for a Œ1.5 billion
($2.12 billion) bond issued in the sec-
ond quarter as well as expenses re-
lated to its stake in eye-care com-
pany Alcon Inc.

Novartis said second-quarter
sales fell 1.7% to $10.55 billion from
$10.73 billion. Measured in local cur-
rencies, sales would have risen 8%.

The company raised its full-year
forecast for its pharmaceuticals
unit, which generates the bulk of its
revenue, saying it now expects sales
at the unit to grow at a high-single-
digit rate, at minimum.

Novartis also confirmed a previ-
ous forecast of 2009 group sales
growing at a mid-single-digit rate in
local-currency terms. The group-
sales forecast doesn’t include sales
from pandemic vaccines, Chief Fi-
nancial Officer Raymund Breu said.

The higher forecast reassured in-
vestors, and shares in Novartis
closed up 3.1% in Zurich.

“The market had focused much
on potential problems in the
pharma divisions, such as the ma-
ture drug Diovan, which loses
patent protection over the next
three years,” said Rahn & Bodmer an-
alyst Birgit Kuhlhoff.

Diovan, a blood-pressure lower-
ing agent that will lose patent pro-
tection in 2011 in Europe and 2012 in
the U.S., remained the company’s
best-selling drug, bringing in $1.53
billion.

Novartis expects the drug to con-
tinue generating multibillion-dollar
sales, even after its patents expire.

“We still see Diovan sales of
above $2 billion by 2014,” Joseph
Jimenez, CEO of Novartis’s pharma-
ceuticals division, said in a confer-
ence call. In 2008, Diovan generated

sales of $5.7 billion.
Mr. Jimenez said Diovan works

better to lower blood pressure than
competitors’ drugs. Novartis is also
working on raising the currently
low penetration of the drug in Ja-
pan, which accounts for 20% of Dio-
van sales, Mr. Jimenez said.

Novartis’s operating income in
the second quarter fell 3.9% to $2.36
billion from $2.46, but thanks to
progress in the company’s cost-cut-
ting program, the figure came in
slightly above analysts’ estimates of
$2.35 billion. The company said it
has “now achieved cumulative cost
savings of $1.7 billion and exceeded
the 2010 goal of $1.6 billion 18
months ahead of plan.”

Sales at Novartis’s pharmaceuti-
cals division as a whole rose 2.7% to
$7.12 billion, driven mainly by its on-
cology portfolio and newly
launched drugs. Analysts had ex-
pected sales to fall in U.S. dollars.

Cancer drug Gleevec, the compa-
ny’s second-best selling product,
contributed $990 million in sales.

Sales from new products, such as
recently launched cancer drug Afini-
tor and blood-pressure treatment
Tekturna, accounted for 16% of sales
in the second quarter, Novartis said.
Tekturna may generate sales of up
to $300 million in 2009, Mr. Jime-
nez said.

Novartis said it expects to sub-
mit one of its most important experi-
mental drugs, the multiple-sclerosis
treatment FTY720, for U.S. and Euro-
pean regulatory approval at the end
of the year.

Low virus yield impedes
swine-flu vaccine output

LEADING THE NEWS

Results were hurt by
the weakness of the
euro and Swiss franc
against the dollar.

Workers prepare eggs that are being used to produce a vaccine for the H1N1
swine-flu virus at the Sinovac Biotech laboratory in Beijing on Monday.

By Jeanne Whalen

Swine-flu vaccine is proving dif-
ficult to manufacture because the
viruses used to make the shots
aren’t yielding a large amount of ac-
tive ingredient, two large vaccine
makers said Thursday.

Their comments echoed similar
statements from the World Health
Organization earlier this week, and
mean that the millions of vaccine
doses ordered by many govern-
ments could arrive later than ex-
pected.

A growing list of countries is
counting on vaccine doses to arrive
in the coming months. The U.S.,
U.K., Canada, Australia and many
other nations have ordered enough
doses to cover much of their popula-
tions. France this week placed a Œ1
billion ($1.4 billion) order for 94
million doses, and said it expected
the shots to arrive between Octo-
ber and January.

To make vaccine against a flu vi-
rus, the virus is cultivated, inacti-
vated and blended into antigen, the
main ingredient used in the shots.
But the H1N1 virus being used for
swine-flu vaccine is so far yielding
a “low” level of antigen, Swiss drug

maker Novartis AG said Thursday.
It said the yield so far is about 30%
to 50% of what the company nor-
mally gets for seasonal flu vac-
cines.

Robert Parkinson, chief execu-
tive of Baxter International Inc. of
Deerfield, Ill., also described “yield
optimization” Thursday as a chal-
lenge.

The WHO said Monday it is at-
tempting to tweak the H1N1 virus
and send manufacturers a new
copy that might yield more vaccine.
“We hope that as soon as possible
the situation can be improved
upon, but for the time being there
is no reason to be really anxious,”
Marie-Paule Kieny, a vaccine expert
at the WHO, told a news confer-
ence.

In the meantime, Novartis said
it is attempting to adjust its produc-
tion process to improve the yield.

Experts aren’t yet sure how
much antigen will be needed per
shot; human studies to be carried
out later this summer will make that
clear. The less antigen necessary,
the more shots can be produced.
Booster ingredients called adju-
vants will also be used to increase
the effectiveness of the antigen.

By Laurence Norman

LONDON—New calculations
from the U.K.’s Department of
Health suggest that, in the worst-
case scenario, 63,000 people in the
country could die after contracting
the H1N1 flu virus in the first wave of
the pandemic.

Officials said Thursday that 29
people had died thus far.

However, a health department re-
port said a “reasonable worst case
scenario” was for some 30% of the
population to get flu-like symptoms
from swine flu, with some 2% of
these hospitalized.

The paper suggested that the fa-
tality rate for swine flu could be any-
where between 0.1%-0.35% of those
who suffer flu-like symptoms, simi-
lar to the fatality rate from influ-
enza.

That would mean between
18,000 and 63,000 people in the U.K.
population of about 60 million could

die in this worst-case scenario.
The paper said that based on ex-

perience in other countries, the fa-
tality ratio was likely to be closer to
0.1%.

Liam Donaldson, the U.K.’s chief
medical officer, told the BBC some
parts of the country are already ex-
periencing swine flu at epidemic lev-
els and there was an upward trend
in cases everywhere.

However, he said Thursday’s cal-
culations were intended to help the
National Health Service make worst-
case plans and that death rates may
well be lower.

“We should remember that when
we were planning for bird flu there
were much larger numbers of
deaths estimated. Swine flu is not as
severe,” he said.

In Thursday’s paper, the health
department also estimated that as
much as 12% of the work force could
be absent from work at the peak
point of the first wave of swine flu.
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GM seeks younger fans for Buick brand
Car maker gives
old line a fresh start,
plans Twitter ads

By Sharon Terlep

PLYMOUTH, Mich.—General
Motors Co., on track to shed more
than a dozen lackluster models,
will set out this month to breathe
new life into its profitable but
slow-selling Buick line.

With the average U.S. Buick
owner older than 70, GM is trying
to figure out how to attract new
buyers, particularly young, more
affluent ones. Buick’s brand chief
acknowledged Wednesday the
strategy will be an uphill battle.

The task exemplifies how diffi-

cult GM’s challenges remain even
after exiting bankruptcy Friday
and trimming itself from eight
brands to four.

“We needed to fix our balance
sheet. We needed to fix out labor
costs,” Tom Stephens, GM vice
chairman of product develop-
ment, said in an interview during a
media event for the revamped
Buick LaCrosse. “But what’s going
to make a great General Motors is
great cars and trucks.”

The first test for Buick will
come this month when GM
launches the new LaCrosse. The
company is planning a high-priced
Internet ad campaign. In a depar-
ture, Buick, which cut ties last
years with longtime spokesman Ti-
ger Woods, will limit even more its
links to the golf world, where it
has traditionally focused its mar-

keting. Instead, it will use national
advertising and even the online
service Twitter.

In addition to the restyled La-
Crosse, GM is working on a smaller
Buick intended to fill out the
brand’s portfolio, now comprising
two sedans and a crossover. The
lineup’s last addition, the Enclave
crossover, has drawn critical ac-
claim and a far younger customer
set than other Buicks. Yet even
with the Enclave accounting for
more than 40% of Buick sales, the
average Buick owner tops 70.

With the sportier LaCrosse,
Buick hopes to court buyers age 40
to 59 with household incomes
above $100,000. The target, Mr.
Stephens said, “is the same person
who would buy a Lexus.” Still, the
company’s marketing gurus say
the converts at first will more

likely be owners of Fords,
Chryslers and possibly even GM’s
own Cadillac brand.

Independent auto analyst Erich
Merkle, who test-drove a LaCrosse

on Wednesday, was impressed but
said the goal of winning fans of for-
eign luxury nameplates may be
lofty. “It takes time and consis-
tency to get there,” he said.
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By Mimosa Spencer

PARIS—Hotels group Accor SA
Thursday said second-quarter sales
fell 9%, as the negative effects of the
economic crisis spread from its up-
per-tier hotels to its prepaid ser-
vices division, the company’s tradi-
tional growth source.

Sales for the quarter ended June
30 fell to Œ1.79 billion ($2.53 billion)
from Œ1.97 billion a year earlier. Ho-
tel sales slumped across classes,
with the biggest drop, 14%, coming
from the top-tier and midrange ho-
tels.

Accor’s hotel brands include Mo-
tel 6, Novotel, Ibis and MGallery.

Chief Financial Officer Jacques

Stern told a conference call that in
most countries the company
doesn’t see a stabilization of the ho-
tels market.

At the company’s prepaid ser-
vices division, sales growth slowed
to 0.5%, down from the double-digit
percentage increases achieved in re-
cent years as interest rates fell
around the world and as companies
reduced staffing levels.

The division sells lunch and gift
vouchers to corporate clients seek-
ing to distribute benefits to employ-
ees, and places the cash advanced
by clients in short-term invest-
ments. The business has helped
serve as a buffer to the hotels busi-
ness, which was hit hard and early
on by the economic crisis.

Mr. Stern said a significant reduc-
tion of interest rates in Latin Amer-
ica in particular took the company
by surprise in the second quarter, cit-
ing a decrease in rates in Venezuela
to 6% from 14% from the first quar-
ter to the second quarter.

The prepaid division’s sales
growth for the first half was 5.7%, be-
low the company’s five-year guid-
ance for the division.

MARKETPLACE

Accor sales slide
as economy hits
its prepaid unit

Accor doesn’t see a
stabilization of the
hotels market in
most countries.

With the new LaCrosse,
Buick hopes to court

buyers ages 40 to 59.

First in business worldwide
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Wal-Mart to assign new ‘green’ ratings
Labeling program requires all suppliers to calculate and disclose the environmental costs of producing goods

Retailer’s image morphs from demon to darling in U.S.

*Retail sales exclude food services, motor-vehicle and parts dealers       †Include sporting goods, fabrics and crafts, automotive accessories and outdoor furniture
Note: Wal-Mart figures are for fiscal years that end Jan. 31.                                                              Source: Commerce Dept. (retail sales); the company; photo by Bloomberg News

Casting a big shadow | Wal-Mart initiative will affect many suppliers in a broad range of industries
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By Ann Zimmerman

In the past four years, Wal-Mart
Stores has undergone a stunning
metamorphosis—from whipping
boy of the political left to corporate
leviathan now welcomed with open
arms by a Democratic White House.

In the summer of 2004, several
Democratic congressmen running
for re-election, including Vice Presi-
dent Joseph Biden, made anti-Wal-
Mart rhetoric a key part of their cam-
paign speeches. They cozied up to la-
bor unions by excoriating Wal-
Mart’s labor practices, health bene-
fits and general business dealings.

They had plenty of ammunition.
At the time, Wal-Mart was facing
scores of lawsuits around the coun-
try alleging the company had made
employees work over time without
paying them. Almost half the chil-
dren of their U.S. workers either
were uninsured or on Medicaid. And
towns all over the country were
fighting expansion of Wal-Mart’s gi-
ant stores that were seen as the epit-

ome of urban sprawl.
At the behest of Wal-Mart’s

board, headed by Rob Walton, the
son of the company founder Sam
Walton, the corporate communica-
tions department commissioned a
reputation survey and found that
Wal-Mart in just a short time had
gone from corporate darling to de-
mon.

The board gave then Chief Execu-
tive Officer Lee Scott distinct march-
ing orders: Fix it.

The company’s early efforts
were ham-handed. They hired pub-
lic-relations firm Edelman to help
burnish their reputation. It dis-

patched two bloggers to criss-cross
the country writing about the vir-
tues of shopping at Wal-Mart. The
stunt blew up when it was revealed
that one of the bloggers was a rela-
tive of an Edelman worker. Edelman
also created a pro-Wal-Mart group
that hired former Atlanta Mayor An-
drew Young as its spokesman. He
stepped down after an embarrass-
ing episode where he tried to paint
Wal-Mart’s lower prices as a savior
for inner cities, where he claimed
Jewish, Korean and Arab shopkeep-
ers sold inferior products at jacked
up prices.

But slowly, Wal-Mart went from
being politically tone deaf to develop-
ing near perfect pitch, an effort that
got a big boost when Mr. Scott hired
longtime Democratic political opera-
tive and Edelman executive Leslie
Dach to head corporate communica-
tions.

Mr. Scott stopped defending the
company’s practices and started
changing them. Three and a half
years ago, he championed a new-

found commitment to the environ-
ment. He outlined ambitious initia-
tives for reducing waste, cutting en-
ergy consumption and using renew-
able energy at the company. He cast
the efforts as sound business invest-
ment that would save money in the
long run.

Critics saw it as the company’s at-
tempt to improve its public image.
Suppliers griped that its mandate to
reduce packaging was costing them
money.

But as Wal-Mart proved it was se-
rious-launching a high profile cam-
paign to sell compact fluorescent
bulbs, launching a solar power initia-
tive in California—some of its crit-
ics started to come around. Others
claimed Wal-Mart was just picking
low hanging fruit.

In a radical departure, Wal-Mart,
which traditionally supported Re-
publican political candidates, began
donating money to Democrats as
well. It formed a coalition with
union leader Andy Stern, once one
of Wal-Mart’s harshest critics, to

help explore solutions to the coun-
try’s mounting health insurance cri-
sis.

In the last month alone, Wal-
Mart broke with business groups
and a majority of other retailers in
supporting a employer mandate for
health insurance—a centerpiece of
President Barack Obama’s health-
care initiative.

Some see these recent efforts as
a calculated attempt to get ahead of
government actions that are inevita-
ble and a way for Wal-Mart to craft
them in its favor. They also claim
these moves are in Wal-Mart’s eco-
nomic best interests. Employee-
mandated health care could raise
the costs for retailers that offer less
coverage than Wal-Mart does.

There is one area where Wal-
Mart has not waffled: its staunch op-
position to the Employee Free
Choice Act, a bill that would make
unionizing companies easier and
has been supported by President
Obama. The White House has been
very quiet on that front recently.

CORPORATE NEWS

By Miguel Bustillo

Wal-Mart Stores Inc. unveiled
an environmental labeling program
for the products it carries, in a step
that could redefine the design and
makeup of consumer goods sold
around the globe but also boost
costs for suppliers and customers.

Wal-Mart Thursday told suppli-
ers they must calculate and disclose
the full environmental costs of mak-
ing their products, then allow Wal-
Mart to distill the information into a
rating system that shoppers will see
alongside prices for everything
from T-shirts to television sets.

The world’s largest retailer by
revenue, once disparaged by envi-
ronmental groups, said the new ini-
tiative represents a bold new step in
its efforts to reduce energy con-
sumption, cut waste and introduce
sustainable products. It will take
years to fully take form. Some of its
earlier efforts have had wide-rang-
ing impact—from selling more than
100 million low-energy fluorescent
bulbs to the creation of concen-
trated detergents that use less pack-
aging and water.

Consumers are not likely to see
the first labels for years. The com-
pany estimated it could take a half
decade or longer, although outside
experts involved in the project said
it could start sooner, perhaps as
early as 2011. What the labels will
look like and exactly what they will
attempt to illustrate has yet to be de-
termined.

The most immediate impact of
Wal-Mart’s latest drive will be felt
by its 100,000 suppliers, which will
bear the costs of the company’s envi-
ronmental mandates, at a time in
which many are struggling economi-
cally. Wal-Mart said it was prema-
ture to estimate the cost to suppli-
ers. Outdoor clothing maker Patago-
nia Inc., which has been an early pio-
neer in reducing the environmental
footprint of its products, declined to
disclose figures, but said its efforts
had been costly.

Wal-Mart insisted there will be
no exemptions. Asked what relation-

ship Wal-Mart would maintain with
suppliers that don’t supply the data,
Matt Kistler, the retailer’s senior
vice president of sustainability, said
bluntly, “We probably don’t have
one.”

Similar pioneering efforts to con-
vey environmental information to
consumers have proved controver-
sial, with even supporters of the
idea complaining that the resulting
“eco-babble” was of little practical
use.

Len Sauers, Procter & Gamble
Co.’s global vice president for sus-
tainability, said the labels would
need to be scientifically accurate,
yet understandable to consumers.
He said similar efforts in Europe
“have been quite difficult, because
they have not really provided the
consumer with information that
makes sense.”

Wal-Mart executives said they
plan to develop labeling easily un-
derstood by consumers. “I envision
the day that you look at a piece of ap-
parel, you flip a tag over, and learn
about how sustainable it really is,”
Wal-Mart Chief Merchandising Of-
ficer John Fleming said. “It would
be like nutritional labeling is today.
But there is some standardization
that needs to take place.”

People familiar with the compa-
ny’s plans said that Wal-Mart is an-
gling to get ahead of potential U.S.

environmental labeling regulations—
they’ve already begun appearing in
Britain and Japan—and to set a stan-
dard on its own terms that the retail
industry can adopt to communicate
the green hue of goods it sells.

Wal-Mart disputed that it was
seeking to preempt regulations. Mr.
Fleming, who is helping lead the ef-
fort, said he wanted to improve the
quality of the products sold by the
discounter, which had $401.2 billion
in sales last year.

Retail industry groups claim Wal-
Mart made a political calculation re-
cently when it endorsed employer-
mandated health insurance, a key
component of President Barack
Obama’s plan to expand health-care
coverage to nearly all Americans.
Wal-Mart said it supports the man-
date in part because it could help
control rising health costs.

Wal-Mart Chief Executive Of-
ficer Mike Duke launched the
project on Thursday in a speech to
employees and suppliers. He called
for “a new retail standard for the
21st century,” and asked the compa-
ny’s largest suppliers to provide de-
tails, such as water use and carbon
dioxide emissions, by October. All
suppliers eventually will have to an-
swer a preliminary, 15-item ques-
tionnaire, covering waste genera-
tion, resource use and community in-
volvement.

The company’s goal is to build
what it terms a comprehensive sus-
tainability index that measures the
environmental impact of each prod-
uct Wal-Mart sells. For example, an
index might flag how much each con-
tributes to global warming and if it
contains wood harvested in ways
that deplete natural stocks.

“You can design something that
is carbon neutral, that does not con-
tribute to climate change, and yet is
still detrimental to human health in
other ways,” said Jay Golden, a pro-
fessor at Arizona State University
who will be co-chairman of a consor-
tium that will help Wal-Mart com-
pile the data and design standards.
“So you have to look comprehen-
sively at what sustainability really
means, and that is what Wal-Mart is
trying to do here in a very big way.”

The index will judge products
not only by the environmental cost
of producing them, but also by the
impact over their life span. Com-
pany buyers will be judged in part by
whether they improve the ratings of
the products they purchase from
suppliers over time.

The information will be available
to anyone, Wal-Mart said, including
rivals, in hopes it will help mold a
standard. Although Wal-Mart advis-
ers envision spot audits and dissec-
tions of products to determine what
they contain, they say transparency

is what will ultimately curb poten-
tial cheating by suppliers.

“A lot of suppliers are scared, but
there is an opportunity here for
them,” said Michelle Harvey of the
Environmental Defense Fund, which
has worked with Wal-Mart in the
past and is assisting on the project.
“I think the most significant im-
provement will come before the con-
sumer ever sees a score,” she said.

Eventually, through product la-
bels, the experiment will test
whether consumers pay more for en-
vironmentally superior products.
Wal-Mart does not believe consum-
ers now are prepared to pay much
more, but it believes that will soon
change as those born in the 1980s be-
come the company’s primary cus-
tomers.

In the past several years, Wal-
Mart successfully pressured suppli-
ers to minimize product packaging
and develop more sustainable prod-
ucts, but some suppliers say the
changes, such as reducing packag-
ing, came at a high cost to them.

Some advisers to Wal-Mart con-
cede that the index is likely to raise
supplier costs and affect prices con-
sumers pay. Tim Marrin, one of
P&G’s chief liaisons to Wal-Mart,
said the goal was to avoid that out-
come.
 —Ann Zimmerman

contributed to this article.

Wal-Mart began
donating money to
Democrats as well as
Republicans.
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Madoff ex-auditor set to waive indictment

Sins and admission: getting into top prisons
Why Bernard Madoff
didn’t get his choice
where to serve time

By Dionne Searcey

And Amir Efrati

The U.S. federal judge overseeing
the trial of Bernard Madoff said he
would recommend the man who
pulled off the biggest Ponzi scheme in
U.S. history serve out his sentence in
the Northeast. Instead, Mr. Madoff
landed in a prison about 800 kilome-
ters away from his New York home, in
North Carolina.

How Mr. Madoff ended up in a me-
dium-security facility at Butner Fed-
eral Correctional Center could re-
main a mystery. The Bureau of Pris-
ons won’t discuss the placement of
specific inmates, and even veteran at-
torneys are often left to scratch their
heads at why their clients wind up in
particular facilities.

But the bureau has created guide-
lines. Criminal defense attorneys
and prison consultants who have
made careers of trying to perfect
the art of swaying placement also
shed some light on what factors fed-
eral officials may have used to send
Mr. Madoff to Butner.

While the Bureau of Prisons gen-
erally tries to follow judges’ recom-
mendations, “once you’re sen-
tenced, you’re entirely in the gov-
ernment’s hands and they can do

whatever they want with you,” said
Lindy Urso, a defense attorney who
has represented federal defen-
dants including reputed mobster
Salvatore “Fat Sal” Scala, who was
housed at the medical facility in
Butner until he died of liver cancer
in December.

The same evaluation process ap-
plies to federal inmates whether
they are federal drug offenders,
money launderers, white collar crimi-
nals or perpetrators of heinous vio-
lent crimes.

The bureau uses a scorecard of
sorts, ranking inmates by a number
offactors includingthelengthofpun-
ishment. Sentences longer than 10
years automatically disqualify in-
mates from a fence-less federal
prison camp. If inmates have serious
health problems, they are usually
placed in a federal medical facility.
The bureau also considers bed avail-
ability and safety factorsfor the pub-
lic at large as well as the inmate.

In lobbying for specific facilities,
prison consultants and legal experts
focusonaconvict’spre-sentencingre-
port,adocumentthatlistsmedical,fi-
nancial and other information about
the incoming inmate. Defense attor-
neysscourthereportinsearchofany-
thing that could land a convict in an
undesirable facility. They try to con-
vince a judge to delete those items so
theBureauofPrisons won’tsee them.

Red flags include suicide risks,
which would likely prevent an in-
mate from being sent to a more lax
federal prison camp. Alan Ellis, a

lawyer specializing in fed-
eral sentencing and Bureau
of Prison matters, said he
once had a client whose re-
port falsely showed money
in overseas accounts. Mr. El-
lis argued to have it removed
because it could have led
prison officials to believe the
defendant was a flight risk
and made him ineligible for a
low-security camp.

Still, defense attorneys’
efforts don’t always work. De-
sign diva Martha Stewart
didn’t get her first choice for
prison. In 2004, attorneys
for Ms. Stewart, convicted of
obstructing justice, con-
vinced the judge to recom-
mend that she be imprisoned in Dan-
bury, Conn.

The facility was overbooked. Her
second choice was in Coleman, Fla.,
which she said was preferable to a
prison camp in West Virginia be-
cause it would be easier for her
mother and lawyers to visit, accord-
ing to documents she filed in the
case. It didn’t work. The bureau
placed her in West Virginia. She was
released in 2005.

Adelphia Communications
founder John Rigas and his son Tim-
othy, who both were convicted in
2004 of securities fraud, were ini-
tially assigned to different prisons,
but their lawyers lobbied for them
to be housed together, and they
were both sent to Butner.

In Mr. Madoff’s case, his lawyer

Ira Sorkin asked in federal court in
Manhattan that his client be desig-
nated to a medium-security prison
in Otisville, N.Y., 113 kilometers
northwest of New York City. U.S. Dis-
trict Judge Denny Chin said he
would recommend to the Bureau of
Prisons that it choose an appropri-
ate facility in the Northeast. Still,
three weeks later he was headed for
Butner.

Mr. Madoff fit the profile of a low-
security prisoner, but his lengthy,
150-year sentence pushed him up to
medium security, says Herb Hoelter,
a prison consultant who advised Mr.
Madoff on his transition into prison.

The prisons bureau declined to
discuss the Madoff case. Mr. Hoelter
said Butner was “appropriate” for
the 71-year-old Mr. Madoff because

it is near a medical facility.
Other prison consultants

said that while Mr. Madoff’s
placement might be disap-
pointing for his New York-
based family that will have
to make a long trek for visit-
ing hours, sending him to
Butner could be best for his
personal safety. Because Mr.
Madoff’s case is so notori-
ous, he could be a target for
harassment and violence in
prison, said Mr. Ellis, the sen-
tencing specialist. Butner of-
ficials couldn’t be reached
for comment.

The Butner complex in-
cludes a minimum-security
federal camp, a low-level se-

curity prison, two medium-level facil-
ities as well as a medical facility that
specializes in cancer treatment.

Like their U.S. counterparts,
most European prison authorities
determine prison placements based
on a criminal’s risk assessment: Vio-
lent criminals are sent to maximum-
security facilities, while nonviolent
convicts are held in less restricted
environments.

In the U.K., the prison authority
classifies convicts in four letter cate-
gories, from A to D, with Category A
reserved for the most violent crimi-
nals and Category D for the least
threatening. British authorities
make a decision about prison place-
ment based on a number of factors,
including sentence length, type of of-
fense, and personal situation. U.K.
criminals don’t have a right to be im-
prisoned close to home.

Rodney Warren, the director of
the Criminal Law Solicitors Associa-
tion, said U.K. defense attorneys
will sometimes attempt to influence
a client’s prison placement by con-
tacting prison governors directly.
Attorneys usually will make these
pleas directly after the client’s sen-
tencing, he said, while a risk assess-
ment is being made.

Incarceration rates in Europe are
far lower than in the U.S., which has
the highest in the world. American
criminals generally receive longer
sentences than their European coun-
terparts, and crimes that warrant
jail time in the U.S. often don’t carry
the same punishment in Europe.
 —Paul Sonne

contributed to this article.
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By Chad Bray

And Amir Efrati

The former auditor for con-
victed Ponzi-scheme operator Ber-
nard Madoff appears poised to
waive his right to indictment, mak-
ing it easier for the U.S. govern-
ment to proceed with the case.

Prosecutors from the U.S. attor-
ney’s office in Manhattan filed
court papers Wednesday saying
that they intend to file a criminal
information against David G. Frie-
hling if he waives indictment. A
criminal-information filing details

criminal charges against a defen-
dant. By waiving indictment, a de-
fendant basically accepts there is
enough evidence for prosecutors
to move forward with the case. It
also could signal a plea deal has
been reached, but there is no indi-
cation that has occurred.

If Mr. Friehling does waive his
right to be indicted, it makes the
process easier on the government
because it won’t have to empanel a
grand jury. But legal observers
said it doesn’t necessarily mean
Mr. Friehling is close to reaching a
plea agreement with prosecutors.

Mr. Friehling’s lawyer declined to
comment.

A person familiar with the mat-
ter said Mr. Friehling is expected
to be arraigned in federal court in
Manhattan on Friday, following
the filing of the criminal informa-
tion, but he isn’t expected to plead
guilty at that time.

Mr. Friehling was charged in
March with securities fraud,
aiding and abetting investment-ad-
viser fraud and four counts of fil-
ing false audit reports with the
U.S. Securities and Exchange Com-
mission.

Prosecutors have alleged that
Mr. Friehling, from the early 1990s
to December 2008, created false
and fraudulent certified financial
statements for Mr. Madoff’s firm,
Bernard L. Madoff Investment Se-
curities LLC.

The government also has al-
leged that Mr. Friehling failed to
conduct independent audits of Mr.
Madoff’s firm that complied with
generally accepted auditing stan-
dards and conformed with gener-
ally accepted accounting princi-
ples, and falsely certified he had
done so.

A prison consultant who advised Bernard Madoff said
Butner was ‘appropriate’ because it is near a medical facility.
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John J. Rigas (left)
Timothy Rigas
Former Adelphia executives

Butner Federal 
Correctional Complex
Butner, N.C.

Bernard Ebbers
Former WorldCom CEO

Oakdale Federal 
Correctional Complex
Oakdale, La.

Joseph P. Nacchio
Former Qwest CEO

The Federal Correctional 
Institution-Schuylkill
Minersville, Pa.

Richard Scrushy
Former HealthSouth CEO

Beaumont Federal 
Correctional Complex
Beaumont, Texas

Jeffrey K. Skilling
Former Enron CEO

The Federal Correctional 
Institution- Englewood
Littleton, Colo.

Andrew S. Fastow
Former Enron CFO

Florence Federal Correctional 
Complex
Florence, Colo.

Source: Bureau of Prisons

White-collar incarcerations
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Cellphone makers get squeezed
Nokia trims forecast;
Sony Ericsson posts
loss amid weak sales

Different directions
Profits rise at Nokia, fall at Sony Ericsson. Net profit/loss, in millions of euros

Source: the companies
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Apple blocks Palm’s Pre phone from iTunes store

Lufthansa renews push for Austrian Airlines

Lufthansa said it is stepping up its cost-cutting efforts to contain losses in its
passenger business. A Lufthansa jet, above, stood at Berlin’s Tegel airport in 2006.

By A.D. Pruitt

NEW YORK—Marriott Interna-
tional Inc.’s dour second-quarter
earnings suggest a recovery in the
embattled lodging industry isn’t yet
in sight.

The company reported Thursday
that its quarterly earnings fell 76%
amid weak lodging and time-shares
demand. Although the report beat
analysts’ estimates, the company
said it expects third-quarter reve-
nue per available room to decline
20% to 23% in North America and
22% to 24% elsewhere.

Marriott “sets the bar for the out-
look to decline,” for the industry,
said Chris Woronka, an analyst at
Deutsche Bank. “Marriott tends to
be the bellwether,” he said. “I can’t
imagine the other [hoteliers] saying
something dramatically different.”

All types of hotels have been cut-
ting costs, including work-force re-
ductions, as tumbling occupancy
and room rates have left some hotel
companies without enough cash to
cover expenses. Time-shares, a
former industry profit center, are
also suffering.

In wake of the earnings report,
Marriott’s shares declined 6.2% to
$20.44 in 4 p.m. trading on the New
York Stock Exchange. Other hotel
companies also traded lower: Star-
wood Hotels & Resorts Worldwide
Inc.’s shares declined 2.8% to $21.14,
and Host Hotels & Resorts Inc.
slipped 1.9% to $8.33.

Hotel companies have been able to
offset pressures by steep cost cuts,
but that strategy could soon lose its ef-
fectiveness, said Keefe, Bruyette &
Woods Analyst Smedes Rose, adding
“there is only so much they can do.”

For the full year, Marriott ex-
pects revenue per available room, or
revpar, to decline 17% to 20% glo-
bally. Revpar fell 24% in the second
quarter, including a worse-than-ex-
pected 21% drop in North America.

Marriott, which operates and
franchises hotels under the Marri-
ott, Ritz-Carlton, Residence Inn
and Courtyard brands, is coming
off two straight quarters of losses.
Its credit ratings have been hurt
amid forecasts the industry down-
turn will be deep and continue into
next year.

The company reported a second-
quarter profit of $37 million, or 10
cents a share, down from $157 mil-
lion, or 42 cents, a year earlier. Ex-
cluding restructuring and other
charges, earnings fell to 23 cents
from 52 cents. Revenue dropped
20% to $2.63 billion. Analysts polled
by Thomson Reuters most recently
were expecting $2.52 billion.

J.P. Morgan analyst Joseph Greff
said that on a positive note, Marri-
ott kept its domestic revpar guid-
ance, which the lodging companies
haven’t done in several quarters.
This could be “an indication per-
haps of stabilization of domestic
trends, at very low levels, and per-
haps more confidence on the part of
[Marriott] in overall visibility and in
pricing/volume booking trends,”
Mr. Greff wrote.

By Sarah Sloat

FRANKFURT—Deutsche
Lufthansa AG has made fresh pro-
posals to the European Union in its
bid to get clearance for its planned
takeover of Austrian Airlines AG,
spokesmen for the Austrian finance
ministry and Lufthansa said. Nei-
ther gave details.

The European Commission said
last week that it would start an in-
depth antitrust probe into the take-
over, straining a timetable
Lufthansa had declared crucial to a
deal. European Commission spokes-
man Jonathan Todd said the com-
mission wouldn’t be able to make a
decision by the July 31 deadline be-
cause Lufthansa’s most recent pro-
posed antitrust remedies were
worse than those the German airline
previously offered.

Separately, Lufthansa said Thurs-
day it aims to wring Œ1 billion ($1.41
billion) in savings from its passen-
ger airline business by the end of
2011 in a bid to contain losses, Chris-
toph Franz, head of Lufthansa’s pas-
senger airline operations, wrote to
employees Thursday. Only last
month, the carrier said in an inves-
tor presentation it had introduced
measures, including capacity reduc-

tions, to save Œ300 million this year.
The new cost-cutting measures,

which aim to ensure the airline’s
long-term competitiveness, will be
detailed and introduced soon, a
spokeswoman said. Lufthansa also
said it plans to review deliveries of
new aircraft. It won’t delay orders
scheduled for delivery this year, but
couldn’t rule out changes in plans for
2010, the airline said. Between 2008
and 2014, Lufthansa’s passenger air-
lines business has to finance 160 new
planes valued at about Œ16 billion.

Lufthansa is battling with a de-
cline in passenger travel and, more
important, according to Mr. Franz,
an even sharper drop in the average
revenue it generates per passenger
as business travelers trade down to
economy-class tickets.

“We are not earning enough to
cover costs in the present year,” Mr.
Franz wrote. “Unless market condi-
tions change, our losses will in-
crease significantly in the coming
year, owing especially to the rise in
fuel prices.”

In the medium term, Lufthansa
wants to handle administrative
tasks in the passenger business with
20% fewer staff, said Mr. Franz.

Last month, Lufthansa issued a
profit warning, saying it was work-

ing to avoid a full-year operating
loss. Earlier this year it had forecast
a “distinctly positive” operating
profit. In addition to weak demand,
higher fuel prices contributed to the
deterioration in outlook, and
Lufthansa subsequently raised its
full-year fuel-cost estimate to Œ3.55
billion from Œ3.4 billion.

For the first quarter, the German
flag carrier posted an operating loss
of Œ44 million. First-half figures due
out at the end of the month will
show the negative trend continued,
Mr. Franz wrote in the staff letter.

The savings plan indicates that
demand could remain weak longer
than it had previously forecast.

Hotels have been
cutting costs, but that
strategy could soon
lose its effectiveness.

By Gustav Sandstrom

Nokia Corp. posted a smaller-
than-expected drop in second-quar-
ter net profit but cut its forecast for
both profit margins and market
share, raising concerns that its
strong competitive position might be
under threat.

Shares in Nokia, the world’s big-
gest mobile-phone maker by sales
and market share, were down nearly
15% after the announcement.

The company, which had previ-
ously aimed to expand its market
share in 2009 from last year, said it
now expects its share of the mobile-
device market to remain roughly flat.

It also said it expects the operat-
ing margin at its core devices and ser-
vices business, excluding exceptional
items, to remain approximately in
line with the first half of the year—
cutting its previous forecast for a sec-
ond-half margin “in the teens.”

Nokia’s revised forecast implies a
second-half margin of 11% to 12%, as
the margin was 10.4% in the first quar-
ter and 12.2% in the second, said Red-
eye analyst Greger Johansson.

The new forecast might simply
be due to caution, but could also in-
dicate that Nokia’s newly launched
phones may not have gone over so
well with consumers, or that the

company wants to focus on prod-
uct investments rather than profit-
ability, said Bernstein analyst
Pierre Ferragu.

Over the past few months, the Fin-
land-based handset maker has
launched a number of high-end de-
vices, such as the 5800, E75 and N97.
So far, its broad focus on both high-
end smart phones and less-expensive
handsets has helped the company de-
liver solid sales and earnings in the
economic slump.

But it is having to work harder to
maintain its market position amid
fierce competition from rivals such
as Apple Inc.’s iPhone, BlackBerry
maker Research In Motion Ltd. and
Asian manufacturers such as Sam-
sung Electronics Co. and LGElectron-
ics Inc. It also has to contend with a

raft of new phones powered by Goo-
gle Inc.’s Android operating system.

Nokia’s net profit for the three
months ended June 30 totaled Œ380
million ($536 million), down 66%
from a year earlier, but ahead of ana-
lysts’ expectations for Œ316 million.
Sales fell 25% to Œ9.91 billion.

The company’s market share in-
creased to 38% in the second quarter
from 37% in the first quarter, though
its average selling price fell to Œ62
from Œ65 during the period.

Nokia shares have lost a third of
their value over the past 12 months
as slumping consumer spending cut
into sales and profits. However, they
had risen sharply ahead of Thurs-
day’s report after Intel Corp.’s
strong quarterly earnings report ear-
lier this week buoyed the entire tech-

nology sector.
“Competition remains intense,

but demand in the overall mobile de-
vice market appears to be bottoming
out,” Chief Executive Olli-Pekka Kal-
lasvuo said.

Meanwhile, rival Sony Ericsson,
a joint venture of Japan’s Sony Corp.
and Sweden’s Telefon AB L.M. Erics-
son, Thursday posted a Œ213 million
net loss for the second quarter amid
falling sales and weak market condi-
tions in all regions. That compared
with a Œ6 million net profit in the
year-earlier period.

The report marks Sony Ericsson’s
fourth consecutive quarterly loss, al-
though the result was an improve-
ment on the Œ293 million net loss re-
corded in the first quarter.

Second-quarter sales fell 40% to
Œ1.68 billion from Œ2.82 billion. The
sales drop came even as the average
selling price of Sony Ericsson’s
handsets rose to Œ122 from Œ116 a
year earlier.

The global slump in demand for
consumer electronic products has
taken its toll on Nokia as well as its
peers. The decline was pronounced in
the first quarter when profits, sales
and margins were under pressure
across the industry. Nokia on Thurs-
day kept its previous forecast for a
10% drop in industry volumes in 2009
compared with last year.

Nokia Siemens Networks, a joint
venture between Nokia and Germa-
ny’s Siemens AG, posted an operat-
ing loss of Œ188 million, compared
with a Œ47 million loss the previous
year.

CORPORATE NEWS

By Ben Charny

Apple Inc. released an update to
its iTunes software that blocks rival
Palm Inc.’s Pre smart phone from ac-
cessing the online store.

Apple’s online music and video ba-
zaarnow “disables devices falsely pre-

tending to be iPods,” which includes
Palm’s Pre, an Apple spokesman said.
Apple regularly updates its iTunes
software and users are prompted to
download the new versions when
they visit the site.

The Pre smart phone has been able
to access iTunes since going on sale in

the U.S. in early June. But it was al-
ways unclear whether the Pre was do-
ing so with Apple’s permission.

The development is a setback for
Palm, which is counting on Pre sales
to turn around the company. With the
move, Apple has dramatically limited
one of the Pre’s competitive advan-

tages: it’s ability to download music
and videos from iTunes much like an
iPhone or iPod.

“If Apple chooses to disable media
sync in iTunes, it will be a direct blow
to their users who will be deprived of
a seamless synchronization experi-
ence,” Palm spokesman Lynn Fox said.
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Marriott profit
sinks as slump
in lodging lingers
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 28.30 $23.71 –0.26 –1.08%
Alcoa AA 31.00 10.44 0.30 2.96%
AmExpress AXP 19.90 28.28 1.06 3.89%
BankAm BAC 287.60 13.17 –0.25 –1.86%
Boeing BA 5.10 42.05 0.69 1.67%
Caterpillar CAT 9.90 34.15 0.73 2.18%
Chevron CVX 9.50 64.89 0.32 0.50%
CiscoSys CSCO 54.20 20.12 0.31 1.56%
CocaCola KO 7.40 50.79 0.26 0.51%
Disney DIS 14.50 24.79 0.71 2.95%
DuPont DD 6.40 27.44 0.46 1.70%
ExxonMobil XOM 22.20 68.46 0.02 0.03%
GenElec GE 87.20 12.40 0.16 1.31%
HewlettPk HPQ 19.30 39.67 0.85 2.19%
HomeDpt HD 12.90 24.40 0.32 1.33%
Intel INTC 86.30 18.50 0.45 2.49%
IBM IBM 12.60 110.64 3.42 3.19%
JPMorgChas JPM 63.70 36.13 –0.13 –0.36%
JohnsJohns JNJ 10.70 59.25 0.29 0.49%
KftFoods KFT 7.80 27.73 0.20 0.73%
McDonalds MCD 9.90 57.22 0.14 0.25%
Merck MRK 11.90 27.87 0.16 0.58%
Microsoft MSFT 63.30 24.44 0.32 1.33%
Pfizer PFE 36.50 15.07 0.05 0.33%
ProctGamb PG 10.90 55.21 0.56 1.02%
3M MMM 3.90 63.40 1.40 2.26%
TravelersCos TRV 3.20 40.54 0.19 0.47%
UnitedTech UTX 3.90 53.97 0.22 0.41%
Verizon VZ 10.10 29.50 0.16 0.55%
WalMart WMT 18.20 48.51 –0.04 –0.08%

Dow Jones Industrial Average P/E: 13
LAST: 8711.82 s 95.61, or 1.11%

YEAR TO DATE: t 64.57, or 0.7%

OVER 52 WEEKS t 2,734.84, or 23.9%

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

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

Behind Europe’s deals: Bank revenue rankings, European
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

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

JPMorgan $984 9.3% 53% 25% 21% 1%

BNP Paribas 605 5.7% 27% 51% 15% 7%

Credit Suisse 599 5.7% 34% 44% 21% 1%

Deutsche Bank 594 5.6% 29% 38% 28% 5%

UBS 550 5.2% 29% 25% 44% 1%

RBS 544 5.1% 38% 44% 10% 7%

Goldman Sachs 518 4.9% 33% 20% 47% …%

Citi 501 4.7% 30% 33% 34% 2%

Bank of America Merrill Lynch 442 4.2% 34% 28% 36% 3%

Source: Dealogic

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

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

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

Contl  "1,006" –203 –161 213 Abbey Natl  86 ... ... –4

Alcatel Lucent 815 –55 –25 –21 TeliaSonera  60 ... –3 –18

Intl Pwr  532 –48 –61 –108 Vinci 127 ... –1 6

Rallye "1,294" –41 –34 –30 WestLB  132 ... 2 3

Rhodia 888 –37 –98 –34 Deutsche Post  53 ... –1 –3

Legal & Gen Gp  396 –31 –39 –42 Henkel AG & Co KGaA 71 1 ... –1

Renault 404 –29 –37 –41 Nationwide Bldg Soc 171 1 –3 –2

Sol Melia 771 –28 47 165 Invensys  178 1 –3 –2

AB Volvo 391 –27 –35 –26 AB SKF  127 2 –9 –16

Peugeot  382 –25 –45 40 CIR SpA CIE Industriali Riunite 523 4 3 19

Source: Markit Group

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

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

ING Groep Netherlands Life Insurance $22.6 7.70 3.57% –60.9% –74.6%

Soc. Generale France Banks 34.5 42.05 3.16 –21.4 –59.9

Novartis Switzerland Pharmaceuticals 110.8 45.06 3.11 –22.2 –33.6

Daimler Germany Automobiles 42.5 28.38 1.83 –28.3 –25.6

BNP Paribas S.A. France Banks 72.5 49.17 1.66 –16.2 –32.6

Nokia Finland Telecoms Equipment $50.1 9.47 –14.68% –44.3 –39.4

Anglo Amer U.K. General Mining 38.8 17.59 –2.28 –37.8 –20.1

Diageo U.K. Distillers & Vintners 39.9 8.80 –1.95 –3.9 –2.7

E.ON Germany Multiutilities 68.0 24.09 –1.27 –39.9 –18.5

Rio Tinto U.K. General Mining 52.3 20.81 –1.14 –51.0 –7.6

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

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

Roche Hldg Part. Cert. 98.1 150.10 1.62% –15.1% –30.2%
Switzerland (Pharmaceuticals)
Astrazeneca 66.0 27.63 1.51 23.7 –13.1
U.K. (Pharmaceuticals)
Sanofi-Aventis S.A. 81.4 43.85 1.50 –1.7 –42.9
France (Pharmaceuticals)
British Amer Tob 58.7 17.66 1.49 0.6 27.7
U.K. (Tobacco)
BASF 40.9 31.50 1.42 –23.0 1.8
Germany (Commodity Chemicals)
Banco Bilbao Viz 51.4 9.71 1.30 –15.2 –39.1
Spain (Banks)
France Telecom 59.8 16.20 1.19 –16.8 –1.6
France (Fixed Line Telecoms)
Assicurazioni Gen 29.2 14.67 1.17 –32.8 –40.7
Italy (Full Line Insurance)
Bayer 43.6 37.35 1.14 –29.3 –1.1
Germany (Specialty Chemicals)
ArcelorMittal 53.2 24.13 1.11 –53.6 ...
Luxembourg (Iron & Steel)
Telefonica S.A. 108.5 16.35 1.08 –5.5 25.4
Spain (Fixed Line Telecoms)
Intesa Sanpaolo 39.8 2.38 1.06 –31.1 –45.4
Italy (Banks)
HSBC Hldgs 151.7 5.37 1.05 –19.5 –35.6
U.K. (Banks)
Allianz SE 44.0 68.85 1.01 –35.0 –42.6
Germany (Full Line Insurance)
Unilever 44.0 18.19 1.00 –0.1 –0.9
Netherlands (Food Products)
Siemens 65.7 50.95 0.99 –28.8 –20.9
Germany (Diversified Industrials)
Banco Santander 102.9 8.94 0.96 –15.9 –15.4
Spain (Banks)
Tesco 47.4 3.68 0.93 –5.5 4.7
U.K. (Food Retailers & Wholesalers)
AXA S.A. 39.1 13.27 0.91 –27.1 –48.0
France (Full Line Insurance)
ENI 95.4 16.88 0.84 –22.6 –26.4
Italy (Integrated Oil & Gas)

Royal Dutch Shell A 88.7 17.73 0.74% –23.0% –33.2%
U.K. (Integrated Oil & Gas)
GlaxoSmithKline 105.2 11.21 0.72 –4.6 –25.0
U.K. (Pharmaceuticals)
Nestle S.A. 151.9 42.64 0.66 –3.8 8.9
Switzerland (Food Products)
Deutsche Telekom 50.5 8.21 0.55 –23.2 –32.9
Germany (Mobile Telecoms)
UniCredit 43.7 1.85 0.49 –40.7 –62.6
Italy (Banks)
Barclays 57.0 3.15 0.48 8.4 –46.9
U.K. (Banks)
BP 166.9 4.92 0.45 –5.4 –21.3
U.K. (Integrated Oil & Gas)
Total S.A. 127.3 38.03 0.44 –20.2 –25.4
France (Integrated Oil & Gas)
Credit Suisse Grp 55.9 50.80 0.40 16.7 –21.2
Switzerland (Banks)
SAP 51.7 29.89 0.20 –13.5 –17.3
Germany (Software)
Iberdrola S.A. 39.7 5.63 0.18 –33.4 –14.4
Spain (Conventional Electricity)
GDF Suez 80.9 25.38 0.10 –35.8 –2.3
France (Multiutilities)
ABB 37.6 17.40 ... –37.7 17.7
Switzerland (Industrial Machinery)
BHP Billiton 52.6 14.36 ... –11.9 37.9
U.K. (General Mining)
Vodafone Grp 110.0 1.15 –0.04 –23.3 1.4
U.K. (Mobile Telecoms)
UBS 42.6 14.19 –0.07 –30.5 –75.1
Switzerland (Banks)
L.M. Ericsson Tel B 29.0 75.90 –0.65 8.7 –34.0
Sweden (Telecoms Equipment)
BG Grp 60.4 10.28 –0.77 –4.4 43.5
U.K. (Integrated Oil & Gas)
Deutsche Bk 42.0 47.98 –0.90 –11.9 –44.9
Germany (Banks)
Koninklijke Phlps 19.8 14.44 –1.10 –32.9 –39.9
Netherlands (Consumer Electronics)

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 0.01% 0.70% 2.1% 4.7% -4.0%
Event Driven -0.15% 0.98% 4.9% 6.5% -21.1%
Equity Market Neutral 0.21% 0.64% -0.7% -3.1% -12.1%
Equity Long/Short 0.85% 0.59% 2.0% 1.3% -17.5%

*Estimates as of 07/15/09, 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 1.11 103.36% 0.02% 1.87 1.02 1.34

Eur. High Volatility: 11/1 2.12 107.11 0.04 3.89 2.03 2.68

Europe Crossover: 11/1 7.15 109.38 0.10 9.71 6.60 7.94

Asia ex-Japan IG: 11/1 1.83 107.38 0.04 3.84 1.58 2.42

Japan: 11/1 2.19 112.84 0.05 4.33 1.41 2.46

 Note: Data as of July 15

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

In percentage points
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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.
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W
HATdivides the winners
from the losers in a reces-
sion?Formanycompanies

operational excellence is the key.
This conclusion comes after years

of research on thousands of com-
panies conducted by Accenture, the
global management consulting, tech-
nology services and outsourcing
company, undertaken as part of its
continuing High Performance Busi-
ness research. Even outside of a
recession, operational excellence is
a major differentiator when it comes
to business results, the company
has found.
Operational excellence means an

organization is doing more with
less, doing it right every day— from
supply chain to customer relation-
ships — and beating the competition
with superior operations using its
people, assets and technology to
compete more effectively in the mar-
ketplace,explains Narendra Mulani,
Chicago-based co-leader of the
Operational Excellence Initiative
at Accenture.
Operational excellence is even

more important today, as businesses,
already strained by heightened com-
petition of globalization, now are
pummeled by the global slowdown.
“It’s not just how you survive, but

how you position yourself for the
rebound,” says Trevor Gruzin, also
co-leader of Accenture’s Operational
Excellence Initiative, speaking from
Sydney.“Companiescanusethisoppor-
tunity to put more daylight between
themselves and their competitors.”
Certainly, some highly distressed

companies today just want to sur-
vive, or get dressed up for a sale.
Others are suffering less but work-
ing to stay relevant, while a third
category is actually doing well.
Accenture also divides responses

into three categories, or journeys:
continuous improvement; targeted
intervention; and transformation.The
best approach isn’t linked to the
financial condition of the company
but rather its culture andDNA.Some
companies are used to constant

improvement efforts as with the
Six Sigma process (which seeks to
improve the quality of output of a
business or manufacturing process by
identifying and removing the cause
of defects); others prefer one big pro-
gram to completely overhaul a part
of the business.This DNA extends to
entire industries. Banks tend to go
with targeted intervention,retailerswith
continuous improvement, consumer-
products makers with transformation.
“Any of the journeys can get you

there,”Mr. Gruzin says. “The most
important thing is to choose one and
not try to do them all simultaneously.”

Continuous improvement
Continuous improvement is best-

suited for companies with a federated
model,Mr.Mulani says.
Regus PLC, the world’s largest

provider of outsourced workplaces,
is federated by the necessity of operat-
ing more than 1,000 business centers
in 75 countries fromChertsey,U.K.
“The central role is clear but limited,”
says Rudy Lobo, chief operating offi-
cer at Regus.
Regus has opted for many changes

in easy-to-digest sizes. Ideas come
out of the field to a virtual head
office made up of the top regional
executives, who are based in Dallas,
Paris, Hong Kong and Chertsey.
This virtual head office works with
a small “Smart Working” team to
challenge and choose the ideas.The
Smart Working team then researches
and documents the changes, puts
them through a trial feedback loop
and prepares them for rollout.The
system allows for rapid decision-
making and execution, Mr. Lobo
says,while maintaining consistency
and high standards across its sites.
Regus wanted to reduce costs

while improving its brand image
and teammorale — “things that don’t
always work together,”Mr. Lobo says.
The Smart Working team found key
administrative tasks that occurred in
all locations.These tasks were moved
from the individual business centers
and into four shared-service centers.
Meanwhile, Regus shifted from

hiring administration-oriented

business graduates to people-oriented
sales experts, which has raised cus-
tomer satisfaction.The change was
possible because the shared-service
centers do the paperwork, provid-
ing each business center a daily
report of activities to expect, such
as which customers will be using
the business center or what kind of
maintenance will be performed.
Another change Regus undertook

was to flip the way it looks at inven-
tory. It previously calculated how
much of its space was occupied; now
it looks at what is unoccupied, so em-
ployees can work on selling that space.
Regus expects net cost savings of

£75million (€86.7million) a yearwhen
these changes are installed at all its
business centers.
Amid the downturn, Regus has

been quickly changing its product
line, adding flexibility and choices
for customers.

“Regus has done a lot of continuous
improvement to quickly react to a
changing marketplace,” says Nate
Bennett, professor of management
at the Georgia Institute of Technology
in Atlanta and author of “Riding
Shotgun: The Role of the COO.”
Regus’s changes have focused “on how
customer needs are changing and
how to realign the product.”

Transformation
At the other end of the spectrum

from incremental change is an all-
out business overhaul, usually driven
from the top down.
In the late 1990s,Whirlpool Corp.

made the strategic decision to be a
branded consumer products com-
pany, rather than an appliance maker.
That led to a company-wide trans-
formation program focusing on design.
Chuck Jones, vice president of global
consumer design, took over the

responsibility of global design in
1999 and led the transformation.
The first stage was to establish design
as a discipline within the Benton
Harbor, Michigan, company —
previously, products were designed
by engineering and manufacturing
departments.The next phase, between
2003 and 2005, focused on consis-
tency of the quality of design, so
that a Whirlpool refrigerator, for
example, delivered branded coher-
ence and consistency around the globe.
The third phase is under way, as
Whirlpool refines its design skill
set and builds a design ecosystem,
incorporating design into every step
of every product as well as the ele-
ments surrounding the product
— the entire user experience.
The company’s KitchenAid stand

mixer is an example of the tangible
results.When Whirlpool bought the
brand in the late 1980s, it sold some
200,000 mixers a year, Mr. Jones
says. Whirlpool’s designers didn’t
change the physical shape of the
product — nearly the same as the
1930s original — but the colors and
finishes, while retaining the unique
KitchenAid sensory experience.The
company now sells 250,000 mixers a
quarter, and the mixer has attracted
collectors, fan bases and blogs.
The transformation also ledWhirl-

pool into new territory, such as its
Gladiator Garage Works line, which
started with a workbench, then added
amatching refrigerator and awhole
line of products for organizing the
garage or basement.The innovation
opened upWhirlpool,whose prod-
ucts tend to be bought mostly by
women, to a bigger male audience.

Targeted intervention
Between the incremental change

of continuous improvement and
the massive scale of transformation
lies targeted intervention, where a
company sees that a big change in
just one area of its business can
improve overall performance, says
Mr.Mulani of Accenture.
Like Regus, Express Scripts Inc., a

pharmacy benefits manager (a com-
pany that administers prescription

drug programs on behalf of insur-
ers), uses a small group, called the
Leapfrog team, to evaluate change
ideas that present opportunities in
the $1 million to $10 million range.
It first tests changes with a pilot
pharmacy before rolling it out,
franchise-style, across the company.
Express Scripts tends to under-

take a few, big projects at a time,
many to assimilate the company’s
steady stream of acquisitions. “We’ve
grown 20% a year for the last six
years,” says Patrick McNamee, chief
operating officer at the St. Louis-
based company. “Acquisitions are how
we grow and howwemanage change.”
For example, Express Scripts puts

acquired members into its system
immediately. Other companies keep
legacy systems at acquired busi-
nesses, leading to multiple systems.
“Our rapid changeover makes us
more nimble, more efficient and it
saves money,”Mr.McNamee says.
ExpressScripts is constantly looking

for ways to “revamp key processes
to take out big costs and improve
productivity,” he adds.
The company receives 40 million

mail order prescription requests a
year (mail order prescription drugs
are increasingly popular among
U.S. consumers, as they are usually
cheaper and more convenient than
their walk-in pharmacy counter-
parts). Each step — from scanning
the requests, data entry, processing
the packages and verification —
holds opportunities for error. “We
asked the Leapfrog team to spend
time thinking about how to improve
those variables and processes,” Mr.
McNamee says.
In each case, the companies have

clear governance rules about who is
accountable for a change,whoprovides
inputs and how progress is measured,
says Accenture’s Mr.Mulani.
“In order to achieve high perfor-

mance, organizations need to retune
their operating model not only for
a downturn, but taking into con-
sideration how competitors will act,”
he says.

By Catherine Bolgar
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Theright choices can prepare companies for a rebound

“Companies can use
this opportunity to
put more daylight
between themselves
and their competitors.”
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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.

2.69% 13 World -a % % 187.60 0.54%–27.3% 4.72% 11 U.S. Select Dividend -b % % 522.26 –0.22% –22.8%

2.21% 14 Global Dow 1102.60 0.44% –22.9% 1652.78 0.66% –31.5% 4.54% 15 Infrastructure 1248.60 0.18% –14.7% 1676.36 0.17% –24.4%

3.37% 26 Stoxx 600 209.90 0.37% –24.0% 221.22 0.59% –32.5% 1.81% 7 Luxury 708.60 0.05% –13.7% 846.07 0.03% –23.5%

3.53% 17 Stoxx Large 200 225.50 0.40% –24.2% 236.47 0.61% –32.7% 6.84% 4 BRIC 50 337.30 0.29% –19.3% 452.91 0.28% –28.4%

2.54% -17 Stoxx Mid 200 191.50 0.28% –22.7% 200.73 0.50% –31.3% 4.45% 11 Africa 50 693.30 0.17% –27.1% 619.71 0.16% –35.3%

2.74% -28 Stoxx Small 200 119.30 0.22% –23.1% 125.03 0.43% –31.6% 3.70% 6 GCC % % 1326.29 –0.07% –52.2%

3.35% 19 Euro Stoxx 227.40 0.42% –26.3% 239.74 0.63% –34.5% 3.35% 12 Sustainability 694.40 0.35% –20.4% 827.87 0.61% –29.2%

3.51% 14 Euro Stoxx Large 200 242.50 0.37% –26.6% 254.04 0.58% –34.8% 2.56% 12 Islamic Market -a % % 1633.85 0.55% –25.2%

2.58% -12 Euro Stoxx Mid 200 212.70 0.72% –25.1% 222.77 0.94% –33.5% 2.84% 12 Islamic Market 100 1488.10 0.00% –12.3% 1798.36 0.26% –22.0%

2.82% 16 Euro Stoxx Small 200 129.60 0.50% –23.9% 135.58 0.71% –32.3% 2.84% 12 Islamic Turkey -c % % % %

5.96% 8 Stoxx Select Dividend 30 1164.50 0.13% –27.7% 1406.63 0.34% –35.8% 2.15% 12 DJ U.S. TSM % % 9547.73 –0.04% –25.7%

5.19% 9 Euro Stoxx Select Div 30 1357.60 0.76% –35.8% 1646.25 0.98% –42.9% % DJ-UBS Commodity 115.10 0.22% –38.6% 118.00 0.43% –45.4%

*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 1.2460 2.0477 1.1588 0.1594 0.0394 0.1950 0.0133 0.3213 1.7588 0.2362 1.1150 ...

 Canada 1.1176 1.8365 1.0393 0.1430 0.0353 0.1748 0.0119 0.2881 1.5774 0.2119 ... 0.8969

 Denmark 5.2750 8.6686 4.9058 0.6748 0.1666 0.8253 0.0563 1.3600 7.4456 ... 4.7201 4.2334

 Euro 0.7085 1.1643 0.6589 0.0906 0.0224 0.1108 0.0076 0.1827 ... 0.1343 0.6339 0.5686

 Israel 3.8785 6.3737 3.6071 0.4962 0.1225 0.6068 0.0414 ... 5.4745 0.7353 3.4705 3.1127

 Japan 93.6350 153.8751 87.0821 11.9782 2.9572 14.6499 ... 24.1421 132.1658 17.7509 83.7860 75.1468

 Norway 6.3915 10.5035 5.9442 0.8176 0.2019 ... 0.0683 1.6479 9.0216 1.2117 5.7192 5.1295

 Russia 31.6635 52.0342 29.4476 4.0505 ... 4.9540 0.3382 8.1639 44.6930 6.0026 28.3330 25.4115

 Sweden 7.8171 12.8462 7.2700 ... 0.2469 1.2230 0.0835 2.0155 11.0338 1.4819 6.9949 6.2736

 Switzerland 1.0753 1.7670 ... 0.1376 0.0340 0.1682 0.0115 0.2772 1.5177 0.2038 0.9621 0.8629

 U.K. 0.6085 ... 0.5659 0.0778 0.0192 0.0952 0.0065 0.1569 0.8589 0.1154 0.5445 0.4884

 U.S. ... 1.6433 0.9300 0.1279 0.0316 0.1565 0.0107 0.2578 1.4115 0.1896 0.8948 0.8025

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 325.25 –12.25 –3.63% 707.00 302.00
Soybeans (cents/bu.) CBOT 890.00 –14.50 –1.60 1,557.50 670.00
Wheat (cents/bu.) CBOT 533.25 –1.50 –0.28 1,072.00 512.00
Live cattle (cents/lb.) CME 91.425 1.150 1.27% 118.500 81.250
Cocoa ($/ton) ICE-US 2,677 –40 –1.47 3,237 1,950
Coffee (cents/lb.) ICE-US 115.65 –2.30 –1.95 183.30 109.00
Sugar (cents/lb.) ICE-US 17.39 –0.38 –2.14 18.09 11.05
Cotton (cents/lb.) ICE-US 63.46 0.27 0.43 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,031.00 –72 –3.42 3,637 1,425
Cocoa (pounds/ton) LIFFE 1,707 –17 –0.99 1,985 1,177
Robusta coffee ($/ton) LIFFE 1,413 3 0.21 2,324 1,250

Copper (cents/lb.) COMEX 238.95 –0.25 –0.10 375.35 129.55
Gold ($/troy oz.) COMEX 935.40 –4.00 –0.43 1,020.70 724.60
Silver (cents/troy oz.) COMEX 1323.50 2.70 0.20 2,009.00 886.00
Aluminum ($/ton) LME 1,657.00 8.50 0.52 3,105.00 1,288.00
Tin ($/ton) LME 13,025.00 –175.00 –1.33 23,550.00 9,750.00
Copper ($/ton) LME 5,230.00 60.00 1.16 8,225.00 2,815.00
Lead ($/ton) LME 1,619.00 –14.00 –0.86 2,225.00 870.00
Zinc ($/ton) LME 1,533.50 –5.50 –0.36 1,915.00 1,065.00
Nickel ($/ton) LME 15,920 15 0.09 21,195 9,000

Crude oil ($/bbl.) NYMEX 63.06 0.48 0.77 142.60 44.28
Heating oil ($/gal.) NYMEX 1.6348 0.0176 1.09 4.0400 1.2589
RBOB gasoline ($/gal.) NYMEX 1.7062 0.0068 0.40 3.0875 1.1450
Natural gas ($/mmBtu) NYMEX 3.813 0.380 11.07 12.059 3.366
Brent crude ($/bbl.) ICE-EU 63.75 0.23 0.36 134.00 44.13
Gas oil ($/ton) ICE-EU 522.75 12.50 2.45 1,086.00 411.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on July 16
Per In

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

Argentina peso-a 5.3761 0.1860 3.8088 0.2626

Brazil real 2.7360 0.3655 1.9384 0.5159

Canada dollar 1.5774 0.6339 1.1176 0.8948
1-mo. forward 1.5772 0.6340 1.1174 0.8949

3-mos. forward 1.5769 0.6342 1.1172 0.8951
6-mos. forward 1.5762 0.6344 1.1167 0.8955

Chile peso 758.61 0.001318 537.45 0.001861
Colombia peso 2858.53 0.0003498 2025.18 0.0004938

Ecuador US dollar-f 1.4115 0.7085 1 1
Mexico peso-a 19.1878 0.0521 13.5939 0.0736

Peru sol 4.2486 0.2354 3.0100 0.3322
Uruguay peso-e 32.704 0.0306 23.170 0.0432

U.S. dollar 1.4115 0.7085 1 1
Venezuela bolivar 3.03 0.329933 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7588 0.5686 1.2460 0.8026
China yuan 9.6422 0.1037 6.8312 0.1464

Hong Kong dollar 10.9395 0.0914 7.7503 0.1290
India rupee 68.6342 0.0146 48.6250 0.0206

Indonesia rupiah 14249 0.0000702 10095 0.0000991
Japan yen 132.17 0.007566 93.64 0.010680

1-mo. forward 132.12 0.007569 93.60 0.010683
3-mos. forward 132.03 0.007574 93.54 0.010691

6-mos. forward 131.84 0.007585 93.40 0.010706
Malaysia ringgit-c 5.0412 0.1984 3.5715 0.2800

New Zealand dollar 2.1877 0.4571 1.5499 0.6452
Pakistan rupee 115.672 0.0086 81.950 0.0122

Philippines peso 67.681 0.0148 47.950 0.0209
Singapore dollar 2.0492 0.4880 1.4518 0.6888

South Korea won 1786.25 0.0005598 1265.50 0.0007902
Taiwan dollar 46.438 0.02153 32.900 0.03040
Thailand baht 48.097 0.02079 34.075 0.02935

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

Euro zone euro 1 1 0.7085 1.4115

1-mo. forward 0.9999 1.0001 0.7084 1.4116

3-mos. forward 0.9999 1.0001 0.7084 1.4116

6-mos. forward 0.9999 1.0001 0.7084 1.4117

Czech Rep. koruna-b 25.949 0.0385 18.384 0.0544

Denmark krone 7.4456 0.1343 5.2750 0.1896

Hungary forint 274.51 0.003643 194.48 0.005142

Norway krone 9.0216 0.1108 6.3915 0.1565

Poland zloty 4.3275 0.2311 3.0659 0.3262

Russia ruble-d 44.693 0.02237 31.664 0.03158

Sweden krona 11.0338 0.0906 7.8171 0.1279

Switzerland franc 1.5177 0.6589 1.0753 0.9300

1-mo. forward 1.5172 0.6591 1.0749 0.9304

3-mos. forward 1.5160 0.6597 1.0740 0.9311

6-mos. forward 1.5135 0.6607 1.0722 0.9326

Turkey lira 2.1589 0.4632 1.5295 0.6538

U.K. pound 0.8589 1.1643 0.6085 1.6434

1-mo. forward 0.8590 1.1642 0.6085 1.6433

3-mos. forward 0.8591 1.1641 0.6086 1.6431

6-mos. forward 0.8591 1.1640 0.6086 1.6430

MIDDLE EAST/AFRICA
Bahrain dinar 0.5321 1.8793 0.3770 2.6526

Egypt pound-a 7.8779 0.1269 5.5813 0.1792

Israel shekel 5.4745 0.1827 3.8785 0.2578

Jordan dinar 1.0008 0.9992 0.7090 1.4104

Kuwait dinar 0.4050 2.4689 0.2870 3.4848

Lebanon pound 2127.84 0.0004700 1507.50 0.0006634

Saudi Arabia riyal 5.2936 0.1889 3.7504 0.2666

South Africa rand 11.4154 0.0876 8.0875 0.1236

United Arab dirham 5.1844 0.1929 3.6730 0.2723

SDR -f 0.9076 1.1018 0.6430 1.5552

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 600 209.86 0.78 0.37% 6.6% –24.0%

 14 DJ Stoxx 50 2149.43 7.53 0.35 4.1% –22.9%

 19 Euro Zone DJ Euro Stoxx 227.42 0.94 0.42 2.1% –26.3%

 16 DJ Euro Stoxx 50 2458.97 7.95 0.32 0.3% –24.5%

 8 Austria ATX 2124.84 31.41 1.50 21.4% –39.8%

 12 Belgium Bel-20 2084.55 2.26 0.11 9.2% –30.5%

 9 Czech Republic PX 948.4 –1.3 –0.14% 10.5% –34.2%

 15 Denmark OMX Copenhagen 272.70 2.68 0.99 20.6% –26.7%

 12 Finland OMX Helsinki 5438.81 –314.82 –5.47 0.7% –35.8%

 11 France CAC-40 3199.68 28.41 0.90 –0.6% –24.3%

 19 Germany DAX 4957.19 28.75 0.58 3.1% –21.0%

 … Hungary BUX 15873.37 –67.53 –0.42 29.7% –23.8%

 8 Ireland ISEQ 2681.35 5.42 0.20 14.4% –42.6%

 9 Italy FTSE MIB 19232.95 102.95 0.54 –1.2% –30.5%

 9 Netherlands AEX 263.48 2.66 1.02 7.1% –32.9%

 9 Norway All-Shares 329.18 –1.23 –0.37 21.8% –31.4%

 17 Poland WIG 31714.14 17.83 0.06 16.5% –18.0%

 14 Portugal PSI 20 7172.05 –21.22 –0.29 13.1% –14.7%

 … Russia RTSI 903.23 15.38 1.73% 42.9% –59.4%

 9 Spain IBEX 35 9997.6 92.3 0.93 8.7% –14.1%

 15 Sweden OMX Stockholm 252.45 0.90 0.36 23.6% –7.9%

 11 Switzerland SMI 5538.57 65.24 1.19 0.1% –17.8%

 … Turkey ISE National 100 38156.32 242.30 0.64 42.0% 1.2%

 10 U.K. FTSE 100 4361.84 15.38 0.35 –1.6% –17.5%

 21 ASIA-PACIFIC DJ Asia-Pacific 105.35 1.10 1.06 12.6% –22.0%

 … Australia SPX/ASX 200 3995.6 71.1 1.81 7.3% –18.5%

 … China CBN 600 27730.51 4.58 0.02 87.8% 26.6%

 15 Hong Kong Hang Seng 18361.87 103.21 0.57 27.6% –15.5%

 16 India Sensex 14250.25 –2.99 –0.02% 47.7% 8.7%

 … Japan Nikkei Stock Average 9344.16 74.91 0.81 5.5% –27.5%

 … Singapore Straits Times 2401.02 11.60 0.49 36.3% –16.2%

 11 South Korea Kospi 1432.22 11.36 0.80 27.4% –6.1%

 15 AMERICAS DJ Americas 244.20 0.72 0.30 8.0% –26.5%

 … Brazil Bovespa 52171.33 874.67 1.71 38.9% –13.1%

 17 Mexico IPC 25484.91 148.58 0.59 13.9% –9.8%

*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 16, 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* 246.92 2.90% 8.4% –30.5%

3.00% 17 World (Developed Markets) 972.24 2.80% 5.7% –30.7%

2.70% 18 World ex-EMU 114.23 2.58% 6.1% –29.3%

2.80% 19 World ex-UK 969.77 2.73% 5.0% –30.0%

3.80% 16 EAFE 1,310.08 2.53% 5.9% –33.4%

2.90% 14 Emerging Markets (EM) 766.05 3.58% 35.1% –29.5%

4.40% 11 EUROPE 72.89 2.74% 5.0% –28.0%

4.60% 12 EMU 146.31 4.05% 3.0% –37.2%

4.10% 13 Europe ex-UK 79.49 2.88% 2.4% –27.8%

5.50% 9 Europe Value 81.23 3.22% 4.8% –29.0%

3.30% 15 Europe Growth 63.57 2.25% 5.2% –27.0%

3.50% 12 Europe Small Cap 126.33 2.38% 25.1% –28.0%

2.70% 7 EM Europe 199.66 5.24% 25.7% –51.2%

5.00% 8 UK 1,292.34 2.55% –1.7% –22.4%

3.10% 13 Nordic Countries 114.43 4.01% 16.7% –30.4%

2.00% 6 Russia 527.78 6.15% 28.0% –63.5%

4.20% 10 South Africa 635.08 2.54% 9.7% –11.3%

3.40% 17 AC ASIA PACIFIC EX-JAPAN 325.76 2.91% 31.7% –24.2%

1.70%-117 Japan 534.51 –0.22% 0.9% –35.9%

2.40% 16 China 54.83 2.04% 34.4% –11.7%

1.10% 18 India 564.11 3.08% 52.8% 3.6%

1.30% 20 Korea 396.40 2.89% 29.1% –13.5%

4.40% 29 Taiwan 245.97 1.21% 41.9% –16.2%

2.20% 22 US BROAD MARKET 1,026.80 3.03% 4.5% –27.1%

1.60% -40 US Small Cap 1,343.69 3.72% 7.8% –25.7%

3.50% 13 EM LATIN AMERICA 2,969.35 5.27% 42.9% –37.5%

*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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EFG-Hermes Telecom OT EQ BMU 05/29 USD 28.96 12.9 –18.6 –8.2

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

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 07/15 USD 300.95 22.6 –1.1 –0.2
Sel Emerg Mkt Equity GL EQ GGY 07/15 USD 170.21 29.9 –25.3 –18.7
Sel Euro Equity EUR US EQ GGY 07/15 EUR 80.61 5.3 –28.6 –31.0
Sel European Equity EU EQ GGY 07/15 USD 150.55 9.5 –33.8 –29.3
Sel Glob Equity GL EQ GGY 07/15 USD 158.80 10.6 –27.8 –27.1
Sel Glob Fxd Inc GL BD GGY 07/15 USD 132.35 2.6 –11.5 –2.7
Sel Pacific Equity AS EQ GGY 07/15 USD 113.88 26.0 –24.4 –17.7
Sel US Equity US EQ GGY 07/15 USD 106.04 5.2 –24.6 –23.1
Sel US Sm Cap Eq US EQ GGY 07/15 USD 143.30 9.6 –26.6 –27.2

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 07/10 USD 45.39 20.1 –25.0 –20.3
LG Asian SmallerCo's AS EQ BMU 07/15 USD 79.92 44.9 –21.3 –32.0
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 07/15 EUR 23.40 –10.8 –52.4 –47.9
MP-TURKEY.SI OT OT SVN 07/15 EUR 26.32 34.8 –15.1 –29.6

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 07/15 USD 12.51 43.5 –11.8 –3.9
Parex Caspian Sea Eq EU EQ LVA 07/15 EUR 2.87 36.7 –64.7 –47.5
Parex Eastern Europ Bd EU BD LVA 07/15 USD 12.51 43.5 –11.8 –3.9
Parex Russian Eq EE EQ LVA 07/15 USD 13.85 59.9 –53.8 –28.2

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 07/16 USD 140.90 27.1 –20.0 –20.2
PF (LUX)-Asian Eq-Pca AS EQ LUX 07/16 USD 134.62 26.5 –20.7 –20.9
PF (LUX)-Biotech-Pca OT EQ LUX 07/15 USD 266.80 –6.4 –25.3 –6.9
PF (LUX)-CHF Liq-Pca CH MM LUX 07/15 CHF 124.17 0.2 0.6 1.4
PF (LUX)-CHF Liq-Pdi CH MM LUX 07/15 CHF 93.72 0.2 0.6 1.4
PF (LUX)-Digital Comm-Pca OT EQ LUX 07/15 USD 96.42 18.6 –8.4 –12.8
PF (LUX)-East Eu-Pca EU EQ LUX 07/15 EUR 210.57 57.7 –44.6 –34.4
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 07/16 USD 124.53 33.7 –30.7 –22.6
PF (LUX)-Emg Mkts-Pca GL EQ LUX 07/16 USD 410.81 35.0 –30.9 –22.3
PF (LUX)-Eu Indx-Pca EU EQ LUX 07/15 EUR 83.11 8.7 –18.8 –25.1
PF (LUX)-EUR Bds-Pca EU BD LUX 07/15 EUR 374.65 0.3 5.0 2.5
PF (LUX)-EUR Bds-Pdi EU BD LUX 07/15 EUR 285.11 0.3 5.0 2.5
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 07/15 EUR 138.40 10.8 7.4 2.9
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 07/15 EUR 97.30 10.8 7.4 2.9
PF (LUX)-EUR HiYld-Pca EU BD LUX 07/15 EUR 119.27 32.3 –9.0 –10.6
PF (LUX)-EUR HiYld-Pdi EU BD LUX 07/15 EUR 69.15 32.3 –9.0 –10.6
PF (LUX)-EUR Liq-Pca EU MM LUX 07/15 EUR 135.70 0.8 2.3 2.9
PF (LUX)-EUR Liq-Pdi EU MM LUX 07/15 EUR 97.80 0.8 2.3 2.9
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 07/15 EUR 102.36 0.5 2.0 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 07/15 EUR 101.00 0.5 2.0 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 07/15 EUR 337.32 10.3 –22.6 –30.0
PF (LUX)-EuSust Eq-Pca EU EQ LUX 07/15 EUR 109.30 8.1 –18.7 –27.8
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 07/15 USD 218.16 15.2 9.8 6.6
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 07/15 USD 148.41 15.2 9.8 6.6
PF (LUX)-Gr China-Pca AS EQ LUX 07/16 USD 294.97 38.7 –7.7 –11.4
PF (LUX)-Indian Eq-Pca EA EQ LUX 07/16 USD 277.70 44.9 –2.6 –15.4
PF (LUX)-Jap Index-Pca JP EQ LUX 07/16 JPY 8362.11 2.7 –30.5 –29.9
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 07/16 JPY 7321.37 0.3 –34.9 –34.5
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 07/16 JPY 7122.00 –0.1 –35.3 –34.9
PF (LUX)-JpEq130/30-Pca JP EQ LUX 07/16 JPY 4133.53 5.3 –29.3 –30.2
PF (LUX)-Pacif Idx-Pca AS EQ LUX 07/16 USD 205.43 29.8 –23.3 –17.2
PF (LUX)-Piclife-Pca CH BA LUX 07/15 CHF 723.94 5.0 –4.7 –9.4

PF (LUX)-PremBrnds-Pca OT EQ LUX 07/15 EUR 50.44 14.3 –8.0 –24.2
PF (LUX)-Rus Eq-Pca OT OT LUX 07/15 USD 39.30 72.1 –57.0 NS

PF (LUX)-Security-Pca GL EQ LUX 07/15 USD 83.71 17.2 –7.8 –15.7

PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 07/15 EUR 374.96 14.9 –21.9 –28.7

PF (LUX)-US Eq-Ica US EQ LUX 07/15 USD 86.65 6.1 –24.1 –19.1

PF (LUX)-USA Index-Pca US EQ LUX 07/15 USD 75.45 4.1 –21.9 –21.3
PF (LUX)-USD Gov Bds-Pca US BD LUX 07/15 USD 503.99 –5.0 4.5 6.7

PF (LUX)-USD Gov Bds-Pdi US BD LUX 07/15 USD 369.81 –5.0 4.5 6.7
PF (LUX)-USD Liq-Pca US MM LUX 07/15 USD 130.87 0.5 1.4 2.4

PF (LUX)-USD Liq-Pdi US MM LUX 07/15 USD 85.45 0.5 1.4 2.4

PF (LUX)-USD Sov Liq-Pca OT OT LUX 07/15 USD 101.57 0.3 1.5 NS

PF (LUX)-USD Sov Liq-Pdi OT OT LUX 07/15 USD 100.86 0.3 1.5 NS

PF (LUX)-Water-Pca GL EQ LUX 07/15 EUR 108.27 5.1 –11.9 –18.9

PF (LUX)-WldGovBds-Pca GL BD LUX 07/16 USD 161.16 –2.2 3.6 9.2

PF (LUX)-WldGovBds-Pdi GL BD LUX 07/16 USD 133.39 –2.2 3.6 9.2
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 07/15 USD 43.84 5.6 –53.4 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 07/15 USD 10.85 38.4 –8.1 –16.4

Japan Fund USD JP EQ IRL 07/16 USD 15.27 3.9 –1.2 –10.4

Polar Healthcare Class I USD OT OT IRL 07/15 USD 10.83 NS NS NS
Polar Healthcare Class R USD OT OT IRL 07/15 USD 10.83 NS NS NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 06/30 USD 123.19 10.8 12.5 12.2

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

Europn Conviction USD B EU EQ CYM 06/30 USD 132.65 5.0 17.6 11.1

Europn Forager USD B OT OT CYM 06/30 USD 199.88 11.7 0.4 –2.7
Latin America USD A GL EQ CYM 06/30 USD 14.25 2.2 –4.7 14.7

Paragon Limited USD A OT OT CYM 12/31 USD 309.60 12.7 12.7 14.2

UK Fund USD A OT OT CYM 06/30 USD 171.84 3.6 5.7 1.6

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 07/09 USD 93.76 62.5 –21.1 –9.6

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 07/15 EUR 571.11 1.4 –21.6 NS

Core Eurozone Eq B EU EQ IRL 07/15 EUR 683.56 4.0 –19.6 NS

Euro Fixed Income A EU BD IRL 07/15 EUR 1164.61 2.9 –3.2 –3.6

Euro Fixed Income B EU BD IRL 07/15 EUR 1239.87 3.2 –2.7 –3.0
Euro Small Cap A EU EQ IRL 07/15 EUR 971.43 14.6 –25.0 –33.8

Euro Small Cap B EU EQ IRL 07/15 EUR 1037.71 15.0 –24.6 –33.4

Eurozone Agg Eq A EU EQ IRL 07/15 EUR 530.67 6.8 –22.4 –29.6

Eurozone Agg Eq B EU EQ IRL 07/15 EUR 760.54 7.1 –22.0 –29.1

Glbl Bd (EuroHdg) A GL BD IRL 07/15 EUR 1279.84 6.9 1.0 0.4

Glbl Bd (EuroHdg) B GL BD IRL 07/15 EUR 1354.70 7.2 1.7 1.0

Glbl Bd A EU BD IRL 07/15 EUR 1035.31 5.6 9.5 0.9

Glbl Bd B EU BD IRL 07/15 EUR 1099.11 5.9 10.2 1.5
Glbl Real Estate A OT EQ IRL 07/15 USD 688.02 3.2 –34.5 –30.0

Glbl Real Estate B OT EQ IRL 07/15 USD 707.35 3.5 –34.1 –29.6

Glbl Real Estate EH-A OT EQ IRL 07/15 EUR 630.62 0.5 –32.8 –31.1

Glbl Real Estate SH-B OT EQ IRL 07/15 GBP 59.03 –0.4 –33.6 –30.7

Glbl Strategic Yield A EU BD IRL 07/15 EUR 1353.30 19.7 –6.5 –4.9

Glbl Strategic Yield B EU BD IRL 07/15 EUR 1444.21 20.1 –5.9 –4.4

Japan Equity A JP EQ IRL 07/15 JPY 11045.00 6.9 –29.0 –30.3
Japan Equity B JP EQ IRL 07/15 JPY 11740.00 7.2 –28.6 –29.9

PacBasn (Ex-Jap) Eq A AS EQ IRL 07/15 USD 1752.90 36.3 –14.5 –17.3

PacBasn (Ex-Jap) Eq B AS EQ IRL 07/15 USD 1865.53 36.7 –14.0 –16.8

Pan European Eq A EU EQ IRL 07/15 EUR 780.99 8.7 –22.1 –28.1

Pan European Eq B EU EQ IRL 07/15 EUR 830.24 9.0 –21.8 –27.7

US Equity A US EQ IRL 07/15 USD 724.11 8.2 –24.4 –21.6

US Equity B US EQ IRL 07/15 USD 773.18 8.6 –23.9 –21.1
US Small Cap A US EQ IRL 07/15 USD 1057.89 5.2 –26.5 –24.5

US Small Cap B US EQ IRL 07/15 USD 1130.21 5.5 –26.0 –24.1

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 07/16 SEK 66.06 9.8 –22.6 –30.3

Choice Japan Fd JP EQ LUX 07/16 JPY 45.68 1.6 –30.9 –31.7

Choice Jpn Chance/Risk JP EQ LUX 07/16 JPY 47.13 5.2 –36.1 –33.4
Choice NthAmChance/Risk US EQ LUX 07/16 USD 3.26 16.5 –30.3 –21.5

Europe 2 Fd OT OT LUX 06/12 EUR 0.79 14.1 –33.2 –28.9

Europe 3 Fd EU EQ LUX 07/16 EUR 3.34 9.3 –26.2 –31.7

Global Chance/Risk Fd GL EQ LUX 07/16 EUR 0.50 6.1 –21.1 –25.9
Global Fd GL EQ LUX 07/16 USD 1.77 6.6 –29.6 –24.7

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 07/16 USD 6.08 34.1 –10.9 –17.0
Currency Alpha EUR -IC- OT OT LUX 07/16 EUR 10.51 –3.7 –0.7 1.3
Currency Alpha EUR -RC- OT OT LUX 07/16 EUR 10.43 –3.9 –1.1 0.8
Currency Alpha SEK -ID- OT OT LUX 07/16 SEK 97.85 –7.4 –4.6 NS
Currency Alpha SEK -RC- OT OT LUX 07/16 SEK 114.83 –3.9 –1.1 0.8
Generation Fd 80 OT OT LUX 07/16 SEK 7.12 11.5 –7.3 NS
Nordic Focus EUR NO EQ LUX 07/16 EUR 60.75 21.8 –22.7 NS
Nordic Focus NOK NO EQ LUX 07/16 NOK 68.12 21.8 –22.7 NS
Nordic Focus SEK NO EQ LUX 07/16 SEK 71.20 21.8 –22.7 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 07/16 USD 1.51 8.7 –24.2 –22.7
Ethical Global Fd GL EQ LUX 07/16 USD 0.66 10.9 –24.9 –24.2
Ethical Sweden Fd NO EQ LUX 07/16 SEK 35.14 27.5 3.6 –16.2
Europe Fd OT OT LUX 06/12 USD 1.78 8.8 –25.8 –24.9
Index Linked Bd Fd SEK OT BD LUX 07/16 SEK 12.83 0.7 2.1 5.3
Medical Fd OT EQ LUX 07/16 USD 2.80 –2.4 –20.2 –13.8
Short Medium Bd Fd SEK NO MM LUX 07/16 SEK 8.80 1.1 2.1 2.8
Technology Fd OT EQ LUX 07/16 USD 2.08 33.3 –11.4 –13.6
World Fd NO BA LUX 07/16 USD 1.79 11.9 –22.8 –19.0

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 07/16 EUR 1.27 0.0 0.4 1.4
Short Bond Fd SEK NO MM LUX 07/16 SEK 21.91 1.6 2.3 2.9
Short Bond Fd USD US MM LUX 07/16 USD 2.49 –0.2 0.6 1.8

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 07/16 SEK 10.14 0.8 –0.7 0.6
Alpha Bond Fd SEK -B- NO BD LUX 07/16 SEK 8.78 0.8 –0.7 0.6
Alpha Bond Fd SEK -C- NO BD LUX 07/16 SEK 25.39 0.7 –0.8 0.5
Alpha Bond Fd SEK -D- NO BD LUX 07/16 SEK 7.91 0.7 –0.8 0.5
Alpha Short Bd SEK -A- NO MM LUX 07/16 SEK 11.06 2.3 3.0 3.4
Alpha Short Bd SEK -B- NO MM LUX 07/16 SEK 10.12 2.3 3.0 3.4
Alpha Short Bd SEK -C- NO MM LUX 07/16 SEK 21.63 2.3 2.9 3.3
Alpha Short Bd SEK -D- NO MM LUX 07/16 SEK 8.19 2.3 2.9 3.3
Bond Fd SEK -C- NO BD LUX 07/16 SEK 42.29 1.8 11.4 6.8
Bond Fd SEK -D- NO BD LUX 07/16 SEK 12.28 1.8 11.5 6.3
Corp. Bond Fd EUR -C- EU BD LUX 07/16 EUR 1.17 7.5 0.9 0.1
Corp. Bond Fd EUR -D- EU BD LUX 07/16 EUR 0.90 7.6 1.0 –0.1
Corp. Bond Fd SEK -C- NO BD LUX 07/16 SEK 11.56 7.6 –3.5 –1.5
Corp. Bond Fd SEK -D- NO BD LUX 07/16 SEK 8.74 7.6 –3.5 –1.4
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 07/16 EUR 102.03 –1.8 4.5 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 07/16 EUR 106.45 2.8 9.1 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 07/16 SEK 1171.47 2.8 9.1 NS
Flexible Bond Fd -C- NO BD LUX 07/16 SEK 21.33 2.2 6.5 4.6
Flexible Bond Fd -D- NO BD LUX 07/16 SEK 11.66 2.2 6.5 4.6

n SEB Global Hedge
SEB Asset Sele Defensive Acc OT OT LUX 07/16 SEK 77.34 –3.4 –25.7 –16.4
SEB Asset Sele Defensive Inc OT OT LUX 07/16 SEK 70.66 –3.4 –25.7 –17.6

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 07/16 USD 2.07 34.3 –23.5 –16.5

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 07/16 SEK 26.59 58.4 10.4 –16.8
Europe Chance/Risk Fd EU EQ LUX 07/16 EUR 848.18 11.2 –28.0 –33.4

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 07/09 USD 927.99 –1.3 NS NS
MENA Special Sits Fund OT OT BMU 06/30 USD 1028.16 5.9 NS NS
UAE Blue Chip Fund OT OT ARE 07/09 AED 5.05 10.1 –59.8 –24.9

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 07/14 EUR 28.21 –0.5 –7.5 –0.1
Bonds Eur Corp A OT OT LUX 07/14 EUR 22.09 6.6 3.4 0.2
Bonds Eur Hi Yld A OT OT LUX 07/14 EUR 17.42 31.0 –8.7 –11.1
Bonds EURO A OT OT LUX 07/15 EUR 40.17 1.7 9.1 5.5

Bonds Europe A OT OT LUX 07/15 EUR 38.39 1.3 8.2 4.4

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 07/14 USD 34.28 8.7 8.3 7.5

Bonds World A OT OT LUX 07/14 USD 40.50 1.7 2.9 8.7

Eq. China A OT OT LUX 07/15 USD 20.07 34.3 –6.5 –14.4

Eq. ConcentratedEuropeA OT OT LUX 07/15 EUR 22.74 10.4 –23.6 –28.6

Eq. Eastern Europe A OT OT LUX 07/15 EUR 16.53 25.1 –52.1 –38.5

Eq. Equities Global Energy OT OT LUX 07/15 USD 15.05 5.6 –43.0 –20.3

Eq. Euroland A OT OT LUX 07/15 EUR 9.11 –0.6 –26.2 –30.2

Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8

Eq. EurolandCyclclsA OT OT LUX 07/15 EUR 15.00 9.2 –22.4 –24.7

Eq. EurolandFinancialA OT OT LUX 07/14 EUR 9.11 8.2 –30.3 –34.3

Eq. Glbl Emg Cty A OT OT LUX 07/15 USD 8.03 34.4 –26.8 –19.4

Eq. Global A OT OT LUX 07/15 USD 22.78 8.3 –25.0 –25.2

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 07/15 USD 24.57 17.5 –21.7 –4.4

Eq. Japan Sm Cap A OT OT LUX 07/15 JPY 1028.37 13.6 –18.0 –31.1

Eq. Japan Target A OT OT LUX 07/16 JPY 1692.16 8.1 –9.8 –17.5

Eq. Pacific A OT OT LUX 07/15 USD 8.12 27.1 –20.2 –19.3

Eq. US ConcenCore A OT OT LUX 07/15 USD 18.49 13.8 –18.3 –16.7

Eq. US Lg Cap Gr A OT OT LUX 07/15 USD 12.76 18.3 –30.9 –20.7

Eq. US Mid Cap A OT OT LUX 07/15 USD 23.51 17.3 –27.4 –19.9

Eq. US Multi Strg A OT OT LUX 07/14 USD 17.19 7.6 –32.1 –25.4

Eq. US Rel Val A OT OT LUX 07/15 USD 16.97 9.2 –25.7 –28.4

Eq. US Sm Cap Val A OT OT LUX 07/15 USD 13.37 3.3 –33.9 –32.7

Eq. US Value Opp A OT OT LUX 07/15 USD 13.72 5.9 –36.1 –32.2

Money Market EURO A OT OT LUX 07/14 EUR 27.34 0.8 2.8 3.5

Money Market USD A OT OT LUX 07/15 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 07/16 JPY 8449.00 –1.8 –33.8 –37.8

YMR-N Japan Fund OT OT IRL 07/16 JPY 9380.00 –0.6 –32.8 –34.8

YMR-N Small Cap Fund OT OT IRL 07/16 JPY 6566.00 2.3 –25.9 –37.0

n Yuki 77 Series
Yuki 77 General JP EQ IRL 07/16 JPY 5827.00 –1.3 –35.5 –35.9

Yuki 77 Growth JP EQ IRL 07/16 JPY 5512.00 –6.8 –39.4 –40.5

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 07/16 JPY 6233.00 –0.1 –33.0 –36.1

Yuki Chugoku JpnLowP JP EQ IRL 07/16 JPY 7779.00 –5.0 –27.4 –31.5

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 07/16 JPY 6592.00 –2.6 –36.1 –37.0

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 07/16 JPY 4355.00 –4.3 –39.1 –37.2

Yuki Hokuyo Jpn Inc JP EQ IRL 07/16 JPY 5053.00 –4.3 –31.5 –31.8

Yuki Hokuyo Jpn Sm Cap JP EQ IRL 07/16 JPY 4835.00 2.8 –24.0 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 07/16 JPY 4106.00 –3.4 –42.2 –40.1

Yuki Mizuho Jpn Dyn Gro OT OT IRL 07/16 JPY 4392.00 –2.2 –41.8 –40.8

Yuki Mizuho Jpn Exc 100 OT OT IRL 07/16 JPY 6253.00 2.5 –36.0 –36.6

Yuki Mizuho Jpn Gen OT OT IRL 07/16 JPY 7947.00 –0.9 –32.9 –36.5

Yuki Mizuho Jpn Gro OT OT IRL 07/16 JPY 6111.00 –2.3 –32.4 –37.7

Yuki Mizuho Jpn Inc OT OT IRL 07/16 JPY 7326.00 –7.9 –35.2 –34.2

Yuki Mizuho Jpn Lg Cap OT OT IRL 07/16 JPY 4814.00 –3.4 –34.5 –35.3

Yuki Mizuho Jpn LowP OT OT IRL 07/16 JPY 11232.00 –0.9 –23.6 –29.8

Yuki Mizuho Jpn PGth OT OT IRL 07/16 JPY 7577.00 –0.8 –36.5 –37.6

Yuki Mizuho Jpn SmCp OT OT IRL 07/16 JPY 6639.00 8.3 –25.2 –36.3

Yuki Mizuho Jpn Val Sel OT OT IRL 07/16 JPY 5430.00 4.6 –29.4 –32.0

Yuki Mizuho Jpn YoungCo OT OT IRL 07/16 JPY 2711.00 13.6 –31.6 –43.1

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 07/16 JPY 4638.00 3.0 –38.8 –38.1

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 07/16 JPY 5015.00 –1.6 –34.5 –37.7
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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 06/30 GBP 0.99 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 06/30 USD 1.86 4.9 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 06/30 EUR 79.67 4.0 NS NS
Special Opp Inst EUR OT OT CYM 06/30 EUR 75.05 4.2 NS NS
Special Opp Inst USD OT OT CYM 06/30 USD 84.99 4.8 NS NS
Special Opp USD OT OT CYM 06/30 USD 83.52 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 06/30 CHF 104.40 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 06/30 GBP 123.85 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 06/30 USD 104.58 5.5 NS NS
GH FUND S EUR OT OT CYM 06/30 EUR 119.59 5.3 NS NS
GH FUND S GBP OT OT JEY 06/30 GBP 123.88 4.9 NS NS
GH Fund S USD OT OT CYM 06/30 USD 140.13 5.6 NS NS
GH Fund USD OT OT GGY 06/30 USD 257.06 5.0 NS NS
Hedge Investments OT OT JEY 06/19 USD 130.39 5.2 NS NS
Leverage GH USD OT OT GGY 06/30 USD 107.33 9.1 NS NS
MultiAdv Arb CHF Hdg OT OT JEY 06/30 CHF 89.05 5.5 NS NS
MultiAdv Arb EUR Hdg OT OT JEY 06/30 EUR 96.33 6.2 NS NS
MultiAdv Arb GBP Hdg OT OT JEY 06/30 GBP 103.76 6.6 NS NS
MultiAdv Arb S EUR OT OT CYM 06/30 EUR 102.40 6.5 NS NS
MultiAdv Arb S GBP OT OT CYM 06/30 GBP 106.98 6.8 NS NS
MultiAdv Arb S USD OT OT CYM 06/30 USD 116.92 7.3 NS NS
MultiAdv Arb USD OT OT GGY 06/30 USD 181.37 7.5 –17.9 –10.2

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 06/30 USD 111.58 4.2 –14.9 –7.1
Asian AdbantEdge EUR OT OT JEY 06/30 EUR 95.44 7.6 –12.3 –6.4
Asian AdvantEdge OT OT JEY 06/30 USD 174.75 7.9 –10.3 –5.2
Emerg AdvantEdge OT OT JEY 06/30 USD 156.51 11.5 –16.9 –8.5
Emerg AdvantEdge EUR OT OT JEY 06/30 EUR 87.22 11.0 –20.0 –10.7
Europ AdvantEdge EUR OT OT JEY 06/30 EUR 122.38 6.2 –13.4 –8.1
Europ AdvantEdge USD OT OT JEY 06/30 USD 129.65 6.3 –12.0 –7.3
Japan AdvantEdge JPY OT OT JEY 06/30 JPY 7913.02 –2.1 –10.8 –8.6
Japan AdvantEdge USD OT OT JEY 06/30 USD 92.51 –1.7 –9.6 –6.5
Lvgd Alpha AdvantEdge OT OT JEY 06/30 USD 91.87 7.0 –33.1 –19.2
Real AdvantEdge EUR OT OT NA 06/30 EUR 102.77 4.0 NS NS
Real AdvantEdge USD OT OT NA 06/30 USD 102.80 4.2 NS NS

Trading Adv JPY OT OT NA 06/30 JPY 9542.58 NS NS NS
Trading AdvantEdge OT OT GGY 06/30 USD 144.92 –4.5 –2.8 8.7
Trading AdvantEdge EUR OT OT GGY 06/30 EUR 131.85 –4.2 –2.5 8.2
Trading AdvantEdge GBP OT OT GGY 06/30 GBP 139.00 –4.5 –1.5 9.9
US AdvantEdge OT OT JEY 06/30 USD 105.30 2.9 –19.3 –7.5

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 06/30 EUR 190.43 NS NS NS
Integrated Dir Trading USD OT OT CYM 06/30 USD 94.31 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 07/14 USD 56.80 –32.0 –26.4 2.3
Superfund GCT USD* OT OT LUX 07/14 USD 2631.00 –27.0 –25.7 –2.8
Superfund Gold A (SPC) OT OT CYM 07/14 USD 974.01 –16.4 –24.7 12.3
Superfund Gold B (SPC) OT OT CYM 07/14 USD 1019.47 –24.6 –32.8 9.0
Superfund Q-AG* OT OT AUT 07/14 EUR 7342.00 –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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Airlines log more declines
Premium ticket sales
in a 12-month slide,
according to IATA

Source: International Air Transportation Association

Still in recovery
Survey respondents’ reported 
and expected change in 
passenger demand volumes

Previous
three months

Decrease

No change

Increase

Next
12 months

68.4

10.5

21.1%

33.3

27.8

38.9%

By Ian Edmondson

STOCKHOLM—Appliance maker
Electrolux AB reported a sharp rise
in second-quarter net profit Thurs-
day, after restructuring costs
weighed on year-earlier results, and
said the U.S. market was showing
early signs of recovery.

Net profit jumped to 658 million
Swedish kronor ($84.8 million)
from 99 million kronor a year ear-
lier, when it booked restructuring
costs of 539 million kronor. Savings
initiatives and lower raw-material
costs pushed up the bottom line.

Higher prices for Electrolux’s
products and the weakness of the
Swedish krona against the dollar
and euro, meanwhile, helped lift rev-
enue 7.4% to 27.48 billion kronor
from 25.59 billion kronor.

The company reaped benefits
from a shift in production to lower-
cost countries, where it has increased
efficiencies and lowered its purchas-
ing and product costs. Electrolux
launched a restructuring program in
2004 that aims to save 3 billion kro-
nor in annual costs. In December, it

said it would lay off more than 3,000
staff, or about 5% of its work force.

Most of the company’s main mar-
kets for appliances continued to
show a decline in the second quarter
of 2009, Electrolux said. “There are
no indications of an immediate im-
provement in any of the group’s
main markets, and, therefore, mar-
ket demand for appliances around
the world is expected to decline fur-
ther in 2009.”

Still, Electrolux said it had
gained market share in North Amer-
ica, Latin America and Australia. “In
North America we see certain early
signs that we are beginning to reach
the bottom,” Chief Executive Hans
Straaberg said in a statement.

Even though the number of
fridges, dishwashers, vacuum clean-
ers and other products the company
delivered in North America fell 14%
in the second quarter, the decline
was an improvement on the 16% drop
recorded in the first quarter. Elec-

trolux—one of the world’s largest
manufacturers of household appli-
ances after Whirlpool Corp. —owns
the Electrolux, AEG-Electrolux, Za-
nussi, Eureka and Frigidaire brands.

Shipments to North America
have fallen for 12 consecutive quar-
ters, and in Europe for six quarters.
The two markets account for almost
three-quarters of Electrolux’s sales.

The Swedish appliance maker’s
cautiously optimistic comments on
the U.S. offer further evidence that
the worst of the recession in the
world’s biggest economy might be
over. That sentiment was echoed by
handset maker Nokia Corp., which
Thursday said a slump in demand ap-
peared to “bottoming out.”

Investors cheered the results, de-
spite the cautious outlook, and
shares were up 9.2% in Stockholm.
The value of the stock has more than
doubled in the past six months to
trade at its highest level since Octo-
ber 2007.

By Kaveri Niththyananthan

LONDON—The International Air
Transport Association said Thurs-
day that a fresh drop in passenger
numbers in May raises doubts that
the travel slump is bottoming out. In
addition, the trade group’s latest
business-confidence survey shows
many of its member airlines are pes-
simistic about future profitability.

IATA said the stabilization seen
earlier in the number of passenger
kilometers flown now appears to be
due to a small rise in the average dis-
tance flown—because of a change in
geographical patterns of where peo-
ple travel—and doesn’t signal a sta-
bilization in passenger numbers.

The group, which represents
about 230 global airlines compris-
ing 93% of scheduled international
air traffic, said the number of pas-
sengers traveling on premium tick-
ets in May was down 23.6% from a
year earlier. That’s slightly steeper
than the 22% annual drop for April.
Premium travel, which includes
first-class and business-class tick-
ets, has now fallen for 12 consecu-
tive months.

Economy-ticket travel fell at a
slower pace, declining 7.6% in May

from a year earlier. Economy travel
showed a rise on flights from Eu-
rope to the Middle East and the Mid-
dle East to East Asia. However, IATA
said the trend “may represent a
shift by business travelers to the
back of aircraft and a larger market
share of Europe to Far East markets
being gained by Middle Eastern air-
lines rather than any sign of travel
demand revival.”

Markets with growing econo-
mies showed signs of increased
travel. The African cross-border
markets, along with China’s domes-
tic travel, both showed premium
travel up 1.1% in May, IATA said.

IATA’s Quarterly Business Confi-

dence Survey showed Asian airlines
remain more optimistic than their
counterparts from Europe and the
Americas about the outlook for prof-
itability over the next 12 months,
IATA said. But it added that “even
the optimistic respondents don’t
see significant recovery before the
fourth quarter this year and others
not until early 2011.”

Carriers face uncertainty around
the timing of a recovery, and the ben-
efits of lower fuel prices have now
been outweighed by other factors,
such as passengers trading down to
less-expensive seats.

A third of respondents expect de-
mand over the next 12 months to fall
further, while just below 40% expect
an improvement.

Lower fuel surcharges, swine flu
and passengers trading down to
economy seats from premium class
have all reduced airlines’ yields, a
measure of revenue per passenger.
However, an even bigger threat to
yields is airlines’ struggle to cut ca-
pacity in line with waning demand.

Capacity cuts are coming at
about half the rate of declining traf-
fic, IATA said. About half of airlines
expect further yield declines over
the coming 12 months, while 31% ex-
pect some improvement.

More than 60% of respondents
said they had cut back on employ-
ment over the past quarter, twice the
number compared to the survey in
April. Only 8% of airlines plan to take
on more staff in the coming year.

Aegis names finance chief
as its board reorganizes

International Investor

Electrolux rebounds on cost cuts

Rio Tinto tells foreigners
on its staff to leave China

Swimming to court
Indonesian shrimp producer
faces off against overseas
hedge funds > Page 25

By Ruth Bender

Aegis Group PLC Thursday
named Nick Priday to be its finance
chief, as the U.K.-based advertising
and marketing company completes
its board and management reshuffle.

Mr. Priday, who has held a variety
of finance roles at Aegis since 2003,
will take on the post of chief finan-
cial officer on Sept. 1. He succeeds Al-
icja Lesniak, who is retiring from Ae-
gis in October. Mr. Priday wasn’t im-
mediately available for comment.

Aegis also said it appointed John
Brady, Simon Laffin and Martin
Read as nonexecutive directors.

“These appointments complete
the major part of the reorganization
of the Aegis board,” John Napier, the
company’s chairman and interim
chief executive, said in a statement.

The recent management changes
come at a time when Aegis is strug-
gling because of depressed advertis-
ing markets as companies curb me-
dia budgets amid the economic
downturn. Aegis in May reported a
12% drop in first-quarter organic rev-
enue, which strips out acquisitions,
disposals and currency fluctuations.

Aegis has notably suffered client

losses at Aegis Media in the U.S.,
and analysts say the company is
more vulnerable to the downturn
than bigger rivals such as Publicis
Groupe SA or WPP PLC. In the past,
Aegis has also faced pressure from
its largest shareholder, French in-
dustrialist Vincent Bolloré, who has
a 29.9% stake in Aegis and is also the
controlling shareholder of French
advertising group Havas SA.

Mr.Bolloré, who saidon several oc-
casions that a tie-up of Aegis and Ha-
vas would make sense, unsuccessfully
tried to secure board representation
at Aegis in the past. Since Mr. Napier
took over Aegis’s helm this past No-
vember, the relationship with Mr. Bol-
loré seems to have improved as the
French investor recently said he is sat-
isfied with Aegis’s new management.

Aegis’s management has under-
gone a series of changes in the past
18 months. In November, Chief Execu-
tive Robert Lerwill left the company
following what was believed to be a
fallout with the board. Earlier last
year, Aegis edged out the previous
head of Aegis Media, Mainardo de
Nardis, three weeks after the chief ex-
ecutive of Aegis Media Americas,
David Verklin, said he would leave.

By Chuin-Wei Yap

And Gordon Fairclough

BEIJING—Anglo-Australian min-
ing company Rio Tinto has asked its
foreign staff to leave China or not re-
turn to the country after four of its
employees were detained earlier
this month and accused of stealing
state secrets, a person familiar with
the situation said.

The alleged espionage case—
which authorities say involved the
payment of bribes for information
related to iron-ore pricing negotia-
tions between Chinese steelmakers
and miners—has raised fears that
others connected to the talks could
also face legal jeopardy. Rio Tinto
says it isn’t aware of any miscon-
duct by its employees.

The case has sparked increas-
ingly heated comments by U.S. and
Australian officials who say China’s
handling of the case will be watched
and judged abroad, and Chinese offi-
cials, who say China is defending the
country’s economic security.

On Thursday, Chinese Foreign
Ministry spokesman Qin Gang criti-
cized what he called “noise” from
Australia about the detentions,
which include an Australian citizen
who heads the company’s iron-ore
operations in China. “We absolutely
oppose anyone stirring up this case
or attempting to interfere in China’s
judicial independence,” he said, add-
ing that such actions wouldn’t be “in
Australia’s interest.”

Australian Prime Minister Kevin
Rudd said Tuesday that the well-be-
ing of a citizen is in the country's na-
tional interest. Mr. Qin’s comments
directly followed remarks by Austra-
lia’s foreign minister, Stephen Smith,
that China should consider the poten-
tial fallout of the detentions.

“China itself does need to think
about whether its handling of this
matter has any adverse implica-
tions for it,” Mr. Smith said in Sharm
El Sheikh, Egypt, where he was ex-

pected to meet with China’s vice for-
eign minister on the sidelines of a
meeting of non-aligned nations.

Chinese authorities have made
few public comments about the case
and have leveled no formal charges.
Mr. Smith called on Beijing to pro-
vide “more detail about Mr. Hu’s
case and the circumstances sur-
rounding his detention.”

The person familiar with Rio Tin-
to’s move to get foreign employees
out of the country said most non-
Chinese nationals working at its
China operations were on holiday
when Mr. Hu and three other col-
leagues were detained July 5.

It isn’t clear if all its foreign staff-
ers in China at the time have since
left. Also unclear, the person said, is
when Rio might consider allowing
its foreign employees to return.

“We still have a number of staff in
China,” said Nick Cobban, a London-
based spokesman for Rio Tinto. The
company wouldn’t comment further
on the movements of its employees.

Meanwhile, China pressed Aus-
tralia’s largest film festival not to
show a documentary about exiled Ui-
ghur leader Rebiya Kadeer in the
wake of ethnic conflict between
Turkic-speaking and predominantly
Muslim Uighurs and China’s major-
ity ethnic group, Han Chinese.

Police said a July 5 protest in the
northwestern city of Urumqi by Ui-
ghurs, responding to the killing of
two Uighur factory workers in south-
ern China, turned into attacks on
Han Chinese. Han Chinese then retal-
iated. The official death toll now
stands at 192, at least two-thirds of
whom were Han Chinese.

China has blamed Ms. Kadeer
and the World Uyghur Congress,
which she leads, for inciting the vio-
lence, an accusation Ms. Kadeer has
denied. Mr. Qin, the foreign ministry
spokesman, said, “We resolutely op-
pose any foreign country providing
a platform for her anti-Chinese,
splittist activities.”

Higher prices for Electrolux’s products helped boost revenue. Above, Electrolux
kitchen ranges on display at an appliance store in Garner, N.C., in March.
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Gl Value B GL EQ LUX 07/15 USD 8.41 6.7 –34.5 –32.7
Gl Value I GL EQ LUX 07/15 USD 9.65 7.7 –33.4 –31.5
India Growth AX OT OT LUX 07/15 USD 84.41 46.1 –2.9 –8.5
India Growth BX OT OT LUX 07/15 USD 72.49 45.4 –3.8 –9.4
India Growth Fund USD A OT OT LUX 07/15 USD 96.67 NS NS NS
India Growth Fund USD B OT OT NA 07/15 USD 101.75 NS NS NS
India Growth I EA EQ LUX 07/15 USD 87.27 46.4 –2.6 –8.2
Int'l Health Care A OT EQ LUX 07/15 USD 116.34 –0.9 –19.2 –16.3
Int'l Health Care B OT EQ LUX 07/15 USD 98.59 –1.4 –20.0 –17.1
Int'l Health Care I OT EQ LUX 07/15 USD 126.65 –0.5 –18.6 –15.6
Int'l Technology A OT EQ LUX 07/15 USD 87.71 19.9 –23.8 –19.5
Int'l Technology B OT EQ LUX 07/15 USD 76.36 19.3 –24.5 –20.3
Int'l Technology I OT EQ LUX 07/15 USD 97.98 20.4 –23.2 –18.8
Japan Blend A JP EQ LUX 07/15 JPY 5607.00 4.5 –32.5 –32.1
Japan Growth A JP EQ LUX 07/15 JPY 5508.00 –1.0 –32.7 –32.3
Japan Growth I JP EQ LUX 07/15 JPY 5646.00 –0.6 –32.2 –31.8
Japan Strat Value A JP EQ LUX 07/15 JPY 5617.00 8.9 –33.4 –32.4
Japan Strat Value I JP EQ LUX 07/15 JPY 5745.00 9.4 –32.8 –31.9
Real Estate Sec. A OT EQ LUX 07/15 USD 11.15 4.5 –30.2 –29.3
Real Estate Sec. B OT EQ LUX 07/15 USD 10.24 4.0 –30.9 –30.0
Real Estate Sec. I OT EQ LUX 07/15 USD 11.93 4.8 –29.7 –28.7

Short Mat Dollar A US BD LUX 07/15 USD 6.88 3.8 –8.9 –9.9
Short Mat Dollar A2 US BD LUX 07/15 USD 9.12 4.1 –8.8 –9.9
Short Mat Dollar B US BD LUX 07/15 USD 6.88 3.6 –9.3 –10.3
Short Mat Dollar B2 US BD LUX 07/15 USD 9.09 3.8 –9.3 –10.3
Short Mat Dollar I US BD LUX 07/15 USD 6.88 4.1 –8.3 –9.3

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 07/15 GBP 6.67 0.2 –12.9 –17.1
Andfs. Borsa Global GL EQ AND 07/15 EUR 5.50 –5.1 –28.5 –26.7
Andfs. Emergents GL EQ AND 07/15 USD 13.33 33.3 –25.6 –18.4
Andfs. Espanya EU EQ AND 07/15 EUR 11.43 5.6 –14.0 –19.2
Andfs. Estats Units US EQ AND 07/15 USD 12.57 3.1 –24.6 –21.7
Andfs. Europa EU EQ AND 07/15 EUR 6.57 1.2 –20.8 –25.3
Andfs. Franca EU EQ AND 07/15 EUR 8.01 –3.3 –22.5 –27.9
Andfs. Japo JP EQ AND 07/15 JPY 455.71 4.0 –28.7 –30.0

Andfs. Plus Dollars US BA AND 07/15 USD 8.58 1.7 –14.3 –11.1

Andfs. RF Dolars US BD AND 07/15 USD 10.67 4.5 –5.8 –2.3

Andfs. RF Euros EU BD AND 07/15 EUR 10.11 12.9 –4.0 –5.0

Andorfons EU BD AND 07/15 EUR 13.35 11.9 –6.2 –8.1

Andorfons Alternative Premium OT OT AND 05/31 EUR 94.40 2.2 –17.8 –9.4

Andorfons Mix 30 EU BA AND 07/15 EUR 8.50 5.0 –18.4 –15.9

Andorfons Mix 60 EU BA AND 07/15 EUR 8.07 –0.7 –26.7 –23.3

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 07/10 USD 190059.47 40.9 –15.6 –16.9

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 07/16 EUR 9.63 –4.4 –6.1 –3.0

DJE-Absolut P GL EQ LUX 07/16 EUR 177.21 1.1 –20.3 –17.3

DJE-Alpha Glbl P EU BA LUX 07/16 EUR 157.02 2.1 –15.8 –13.2

DJE-Div& Substanz P GL EQ LUX 07/16 EUR 184.14 5.3 –13.4 –14.4

DJE-Gold&Resourc P OT EQ LUX 07/16 EUR 139.65 6.8 –26.8 –12.7
DJE-Renten Glbl P EU BD LUX 07/16 EUR 125.21 4.6 4.3 1.2
LuxPro-Dragon I AS EQ LUX 07/16 EUR 130.50 40.5 7.4 –8.2
LuxPro-Dragon P AS EQ LUX 07/16 EUR 127.27 40.3 6.8 –9.2
LuxTopic-Aktien Europa EU EQ LUX 07/16 EUR 15.32 6.9 –0.7 –9.2
LuxTopic-Pacific AS EQ LUX 07/16 EUR 13.21 46.0 –21.4 –20.6

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 06/30 USD 38.55 11.5 –37.7 –10.1
EFG-Hermes MEDA* GL EQ BMU 05/29 USD 22.16 5.8 –44.0 –11.0
EFG-Hermes Saudi Arabia Equity EA EQ SAU 07/12 SAR 5.35 12.7 –44.3 NS
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Europe moves toward system
to reduce settlement costs
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Citi’s pact with Wachovia
unenforceable, judge says

Hedge-fund trustees face suits
CP Prima dispute
moves to courts;
$4 billion sought

Schwab profit drops, as fees decline
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By Chad Bray

And Dan Fitzpatrick

A U.S. federal judge this week de-
livered a favorable ruling on a deal
forged during the heart of the finan-
cial crisis—Wells Fargo & Co.’s
$15.4 billion bid for Wachovia Corp.
despite a previous merger agree-
ment between Wachovia and Citi-
group Inc.

The ruling doesn’t resolve all is-
sues in the case, and the parties are
scheduled to meet Wednesday to dis-
cuss what happens next.

Separately, Citigroup still has a
suit in New York state court alleging
that Wells Fargo interfered with the
Citigroup-Wachovia talks and seek-
ing damages. That case has been
stayed until Oct. 1, according to a
person close to the matter.

It isn’t clear what, if any, bearing
the federal decision has on the out-
come of the state case. The federal
case turned on whether a bailout law
put in place in the autumn to bolster
the U.S. banking industry allowed
Wells Fargo to outbid Citigroup.

On Sept. 29, Citigroup agreed to
buy Wachovia’s banking operations
in a $2.1 billion deal brokered by the
Federal Deposit Insurance Corp., and
Wachovia signed an exclusivity agree-
ment barring it from openly solicit-
ing other offers for a week’s time.

On Oct. 2, Wells Fargo made an
unsolicited offer to acquire Wacho-
via. The next morning, Wells Fargo

said it had agreed to pay $15.4 bil-
lion for all of Wachovia. That day, a
bank-bailout package was signed
into law.

In an order dated Monday and
made public Wednesday, U.S. Dis-
trict Judge Shira Scheindlin in Man-
hattan found that a section of the
Emergency Economic Stabilization
Act rendered the exclusivity agree-
ment between Citigroup and Wacho-
via unenforceable.

“Congress clearly meant to ex-
empt subsequent bidders or acquir-
ers from penalties for interfering
with a transaction that is protected
by an agreement such as the exclu-
sivity agreement at issue here,” the
judge said.

“We are disappointed by this rul-
ing and look forward to the vindica-
tion of our legal position on appeal,”
a Citigroup spokesman said in a
statement.

Wells Fargo said it was pleased
with the ruling and plans “to con-
tinue our vigorous defense of this
matter.”

By Laura Santini

HONG KONG—A clash between
an Indonesian shrimp producer and
its hedge-fund creditors has
erupted in lawsuits seeking $4 bil-
lion in damages against the hedge
funds’ trustees, Bank of New York
Mellon and PT Bank Danamon Indo-
nesia.

The dispute between PT Central
Proteinaprima, known as CP Prima,
and a clutch of overseas hedge funds
arose late last year as stock prices in
Indonesia collapsed along with glo-
bal stock markets. The funds, includ-
ing CQS Management, GLG Part-
ners, Highbridge Capital Manage-
ment, Marathon Asset Management
and the principal investments
group of Morgan Stanley, hold
about $200 million in bonds backed
primarily by CP Prima stock. The
hedge funds aren’t defendants in
the lawsuits.

The suits—filed in London and
Jakarta, Indonesia by four vehicles
linked to CP Prima—underscore the
difficulties foreign investors have in
the region as they seek to negotiate
the restructuring of ailing invest-
ments in Asian companies. Bank
Danamon is owned by Singaporean

sovereign-wealth fund Temasek
Holdings. Temasek referred queries
for comment to Bank Danamon.
Bank Danamon didn’t respond to
messages seeking comment.

“We have performed and will con-
tinue to perform our duties as
trustee,” the Bank of New York said.
“We believe [the lawsuit] is unwar-
ranted, and we will defend our-
selves vigorously.”

When CP Prima shares fell last au-
tumn, the hedge funds demanded
the company post more collateral, ei-
ther in shares or cash. At the time,
the hedge funds’ collateral
amounted to a 70% stake in CP
Prima, people close to the matter
say.

CP Prima is owned by Thailand’s
Jiaravanon family, which owns an
agri-business conglomerate operat-
ing shrimp producers and proces-
sors in that country.

In a structure that isn’t uncom-
mon in Asia, family-controlled enti-
ties effectively acted as a middle
man in CP Prima’s bond sale, issuing
the bonds to the hedge funds while
extending a shareholder loan to CP
Prima. In November, under pressure
from the hedge funds, CP Prima re-
structured its balance sheet, con-
verting the shareholder loan to eq-
uity and then embarking on a rights
offering, allowing existing investors
to purchase additional shares below
the market price.

“The rights issue in November
2008 by CP Prima was undertaken
in order to strengthen the balance
sheet of the company during a signif-
icant economic downturn and to en-
sure that the company could con-
tinue as a viable going concern,” the
company said in a statement.

In April, the hedge funds moved
to seize share collateral as well as
about US$13 million in cash held in a
Singapore account. In May, four ve-
hicles that are controlled by the Jiar-
avanon family filed separate law-
suits, alleging damages resulting
from the seized collateral. Each is su-
ing for $1 billion in damages.

Court documents allege that CP
Prima suffered from having the cash
and shares seized in April, ahead of
the bonds’ 2010 maturity.
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Wachovia spurned
Citi’s bid in favor of
Wells Fargo’s
$15.4 billion offer.

By Geoffrey T. Smith

FRANKFURT—The European
Central Bank said Thursday that it
had made significant progress on a
new payments system that could cut
the costs of cross-border transac-
tions for banks and companies.

The ECB said it, along with the 16
national central banks of countries
that use the euro, had signed a mem-
orandum of understanding with 27
central securities depositories to
work together in developing its T2S
settlement system.

The system is intended to first
unify the settlement of securities
deals involving central-bank money,
including the credit extended
throughtheECB’sopen-marketopera-
tions.It will then create aninfrastruc-
ture that can be used in the much
larger market for settling securities.

ECB President Jean-Claude

Trichet said that the new system
will “substantially reduce” the cost
of settling a cross-border deal in-
volving securities, because it will
combine the cash and the securities
elements on a common platform.
“Cross-border transactions will be-
come as simple as domestic ones,”
he said.

Advocates of the new system say
costs could fall by as much as 90%,
though the average reduction is
likely to be far smaller.

The signatories to the memoran-
dum included central securities de-
positories in all 16 euro-member
states, nine others from across the
European Union, and those in Swit-
zerland and Iceland. However, the
Bank of England, whose currency
area accounts for most of the finan-
cial payments within the EU but out-
side the euro zone, didn’t sign the
memorandum.

By Brett Philbin

NEW YORK—Charles Schwab
Corp.’s second-quarter profit
dropped by nearly a third as low in-
terest rates and market declines cut
into asset-management fees, offset-
ting high trading volume.

The San Francisco company, the
largest among its rivals by market
capitalization, posted $1.22 trillion
in client assets, down 12% from a year
earlier, reflecting the plunge in finan-
cial markets since last year. Schwab
added $17.3 billion in net new assets,
33% less than a year earlier and a 32%
decline from the first quarter.

Efforts by the Federal Reserve to
lower interest rates weighed on net
interest revenue, which declined
29% to $302 million.

Clients remain engaged and are
trading, “but low interest rates pose
a challenge for us on the revenue-
growth side,” said Schwab Chief Fi-
nancial Officer Joe Martinetto in an
interview.

Overall, Schwab posted a profit
of $205 million, or 18 cents a share,

down 31% from $295 million, or 26
cents a share, a year earlier. The re-
sults included $40 million in pretax
charges related to cost cuts and a
$16 million assessment from the Fed-
eral Deposit Insurance Corp. Reve-
nue fell 17% to $1.09 billion.

Analysts polled by Thomson
Reuters, on average, expected earn-
ings of 18 cents a share on revenue
of $1.08 billion.

Schwab waived $30 million in
fees on some of its money-market
funds, dealing a blow to its asset-
management fees, which typically
account for nearly half of the compa-
ny’s revenue. Because interest rates
are low, Schwab is waiving these
fees so that clients’ returns don’t
turn negative.

Trading activity once again was
a source of strength for Schwab, as
daily average revenue-yielding
trades, a figure closely watched by
analysts, increased 18% from a year
earlier. They remained roughly flat
compared with the first quarter.

Online brokers, in general, have
enjoyed high trading volume for

nearly a year, benefiting from mar-
ket volatility and investors’ use of
tools including options and ex-
change-traded funds.

Many analysts expect trading in
the summer to slow; Schwab’s daily
average revenue trades declined
15% in June from May.

While Schwab didn’t issue a quar-
terly breakdown, the company said
that this year it has added 74 finan-
cial advisers to its independent
channel, up 54% from a year earlier.
The company provides custodial ser-
vices to more than 5,000 financial
advisory firms.

In a note to clients, Credit Suisse
analyst Howard Chen said, “while
the market backdrop remains chal-
lenging, we continue to like the
Schwab asset-gathering story and
see $1.30 (and higher) in normal-
ized earnings power,” referring to
annual per-share earnings.

In early afternoon trading,
shares of the discount brokerage
house were down 47 cents, or 2.6%,
at $17.62.
 —Kerry Grace Benn

contributed to this article.
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Barclays PLC

Barclays PLC tapped Sir Richard
Broadbent as its deputy chairman to
succeed Nigel Rudd, who stepped
down in April. Sir Richard was chair-
manoftheremunerationandrisk com-
mittees of the Barclays board, and has
been on the board for six years. Mr.
Rudd stood down at the bank’s annual
general meeting in April after nearly
13 years as a director.By turning to for-
eign investors and asset sales, Bar-
clays hasmanaged to sidestep govern-
ment intervention. In June, it agreed
to sell its Barclays Global Investors
unit to BlackRock Inc. for $13.5 billion.
The bank last year raised £4.5 billion
($7.39 billion) through a partial place-
ment with Asian and Mideast inves-
tors,£701million to help payforthe ac-
quisition of Lehman Brothers Holding
Inc.’s North America investment-
banking operations, and placed £7.3
billion with Middle East investors.

CORPORATE
NEWS

News In Depth

Harley Davidson Inc.

Harley-Davidson Inc.’s second-
quarter earnings fell 91%, and the
U.S. motorcycle maker announced
1,000 more job cuts and again re-
duced its forecast for shipments.
The company said it would lay off
700 hourly production workers and
300 nonproduction, mostly sala-
ried, employees. It said it now ex-
pects to ship 212,000 to 228,000 mo-
torcycles this year, compared with
April’s estimate of 264,000 to
273,000. The company already had
cut 1,400 jobs this year. Second-
quarter profit came to $19.8 million,
or eight cents a share, down from
$222.8 million, or 95 cents a share,
a year earlier. The latest period in-
cluded $101.1 million in write-
downs and charges. Revenue de-
creased 27% to $1.15 billion.

Infineon Technologies AG

German computer-chip maker In-
fineon Technologies AG said Thurs-
day that sales for its fiscal third quar-
ter fell 18% as customers placed fewer
orders. Sales dropped to Œ845 million
($1.19 billion) for the quarter ended
June 30 from Œ1.03 billion a year ear-
lier, but were up 13% from Œ747 mil-
lion in the previous quarter. The fig-
ures were disclosed in a prospectus
detailingplanstoraiseŒ725millionin
capital by issuing 337 million new
shares between July 20 and Aug. 3.
Last week, the company said Apollo
GlobalManagementLLCagreedtoac-
quire about 326 million of the shares,
which will be issued at a subscription
price of Œ2.15. After the rights issue,
New York-based Apollo is expected to
hold a stake of between 15% and 30%
minus one share in Infineon.

Research In Motion Ltd.

BlackBerry maker Research In
Motion Ltd. agreed to pay $267.5 mil-
lion to closely held Visto Corp. to end
a long-running patent dispute. In ex-
change for the payment, RIM will re-
ceive a perpetual and fully paid li-
cense on all Visto patents and the
transfer of certain Visto intellectual
property. The settlement is expected
to be completed next week. Visto is
the parent of Good Technology, a mo-
bile email provider that filed its
patent suit against RIM in 2006. RIM
expects to expense the majority of
the Visto payment as an unusual
item in its fiscal second quarter, with
the remainder being classified as an
intangible asset. It marks the second
large patent settlement from RIM,
which in 2006 agreed to pay NTP
Inc. $612.5 million to resolve a sepa-
rate patent dispute.

Alstom SA

Power-station-equipment and
train maker Alstom SA posted a
6.8% rise in sales for its fiscal first
quarter but said orders fell 27% as
customers delayed investment in
power plants and transport equip-
ment. Sales rose to Œ4.81 billion
($6.79 billion) for the three months
ended June 30 from Œ4.5 billion a
year earlier as the company
worked through its order book.
However, the value of new orders
dropped to Œ4.77 billion from Œ6.55
billion a year earlier. Since Alstom
works with a large backlog of or-
ders—which stood at Œ46.6 billion
on June 30, equating 29 months of
sales—new orders are the key vari-
able for the company. Alstom,
whose products include turbines
for power stations and high-speed
trains, said it nevertheless still ex-
pects a full-year operating margin
of about 9%.

—Compiled from staff
and wire service reports.

Carrefour SA

Sales fell 1.2% in quarter
as demand remained tepid

Carrefour SA reported a 1.2%
drop in second-quarter sales as the
French retailer continues to strug-
gle to revive demand in its key Euro-
pean markets. The world’s second-
largest retailer after Wal-Mart
Stores Inc. posted sales of Œ23.44 bil-
lion ($33.07 billion) for the three
months ended June 30, down from
Œ23.72 billion a year earlier. Carre-
four is focusing on sales growth and
a cost-savings program to steer the
company through the economic
slump, which is hitting retail con-
sumption across Europe. Chief Exec-
utive Lars Olofsson, who joined Car-
refour in January, said, “The strate-
gic initiatives that we are imple-
menting should show positive re-
sults in the second half.

GLOBAL BUSINESS BRIEFS

In-house struggle
U.S. program tries to help
mortgage firms keep people
in homes > Pages 16-17

Lloyds Banking Group PLC

Lloyds Banking Group PLC said
Thursday it will cut 1,440 more
jobs to reduce costs and consoli-
date operations after the govern-
ment-backed merger of Lloyds
TSB and Halifax/Bank of Scotland.
Lloyds, whose biggest shareholder
is the British government, said
650 jobs would go by the first quar-
ter of next year. It said 180 staff
would move to new positions and
370 agency and contract staff
would be cut in its group opera-
tions and insurance divisions. In
addition, Lloyds’s insurance divi-
sion is cutting 240 positions as it
merges its Scottish Widows pen-
sions and Clerical Medical on-
shore and offshore investment
products into a single Scottish
Widows brand.

Rémy Cointreau SA

French drinks company Rémy
Cointreau SA Thursday said it will
focus on investment and develop-
ing its major brands this year as it
reported a 7.5% drop in revenue in
the first quarter ended June 30.
Revenue fell to Œ138.6 million
($195.5 million) from Œ149.9 mil-
lion as customers continued to re-
duce their stocks at the beginning
of the quarter, Rémy Cointreau
said. Chief Executive Jean-Marie
Laborde said June 10 that the cus-
tomer destocking trend should end
in the next two to three months.
Rémy Cointreau didn’t provide any
forecast for the full year. The Cham-
pagne division, which produces
brands Piper-Heidsieck and
Charles Heidsieck, reported a 39%
fall in sales to Œ13.6 million. Sales
in its largest division, cognac, fell
4.5% to Œ63.7 million.

By Yoshio Takahashi

TOKYO—Toyota Motor Corp.
and Mazda Motor Corp. are in talks
over the supply of components of
Toyota’s hybrid system to its
smaller rival, a person familiar with
the matter said.

The talks underscore Toyota’s
dominance of the hybrid market,
with its patents on more than 2,000
systems and components proving at-
tractive for rival companies who find
it hard to develop their own hybrid
systems quickly and cost effectively.

It remains uncertain whether the
two companies will reach an agree-
ment, the person familiar with the
situation said.

If a deal is reached, Mazda will
join Ford Motor Co. and Nissan Mo-
tor Co. as users of Toyota’s hybrid
technology in their own fuel-effi-
cient models.

The president of Fuji Heavy In-
dustries Ltd., the maker of Subaru-
brand cars, said in May that the com-
pany also aims to roll out a hybrid
model by 2012 using Toyota’s hy-
brid system. Toyota holds a 16%
stake in Fuji Heavy.

Toyota’s talks with Mazda, in
which Ford holds a 14% stake, come
as major car makers are scrambling
to develop more fuel-efficient cars
as emission regulations become
stricter in key markets.

But this is a tough task for many
companies to face alone, as they cut
back onresearch anddevelopment op-
erations amid an industry-wide
slump due to the economic downturn.

For Toyota, which enjoys strong
demand for its redesigned Prius hy-
brid, a potential tie-up with Mazda
could help reduce the cost of its hy-
brid system through increased pro-
duction volumes, helping it to main-
tain its position as the world’s num-
ber one maker of hybrid vehicles.

Mazda, which has so far lagged be-
hind in the race to offer advanced fuel-
efficient cars, would be able to roll
out a low-emission model in a shorter
time by using Toyota’s technology.

It is unclear how closely Mazda
will cooperate with Ford in develop-
ing its own hybrid technology, after
the U.S. car maker last year sold part
of its then 33.4% stake in Mazda.

The Hiroshima-based car maker
currently sells in California a hybrid
sport-utility vehicle powered by
Ford’s system, and leases to custom-
ers in Japan a hybrid minivan that
runs on either hydrogen or gasoline.

In the near term, Mazda is focus-
ing on improving the fuel-efficiency
of its combustion engines, and has
no plans to launch electrified cars
before the targeted launch of its
new hybrid car around 2012.

Mazda in talks
with Toyota
over hybrid cars
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BUSINESSES FOR SALE

CAPITALWANTED

TRAVEL

98' Westship
Price reduced $1mm

$1,950,000
Excellent condition
1 954 646-3090

CEO/Biz Coaches Wanted
8-yr old company, Proven Methods
Detailed Training & Mrktg Support

CEO Income Potential
Sales executives, entrepreneurs,

CEOs all are great fit
Call 770-632-7647

ValueForwardNetwork.com

Public Shell
Seeks a Reverse
Merger with an

Operating Company
Must have Revenues
Call Carl: 631-421-6390

RESEARCH AND REFERENCE

LIBRARY
Life's work of David Garcelon.

Specialist in Antiquarian Surveying, Mapping,
Science and Technology. $75,000

978-371-9894

Mobile Advertising
Patent for License

U.S. Pat. 7,463,898 presents
advertising to persons standing
near the mobile phone user.

"Pat. Pending" in China and India.
www.ADBiquity.com

contact: info@adbiquity.com

à As with all investments,
appropriate advice should be obtained prior
to entering into any binding contract. à

SEEKING COST SAVINGS?
Have a mail server?
Have file servers?
Have a PBX?

Have MS OFFICE?
Our team can generate savings of 50%

or more on your current IT/
telecom spend.

Stop wasting money.
Contact: savings@gnarusllc.com

World Class Internet
E-Commerce Vitamin Company

Netting $2 Million
25,000 Orders Per Year

Fully Automated
Absentee Run: All Credit Cards

12 yr. History
Richard 973-838-5580

Green Energy Utility Company
Investment Earns:
§ High Returns

§ Quarterly Income
§ Accel. Depreciation!!

KenWhite 800.691.6272
Metro Energy Partners

INVESTORS SEE GREEN

Save 60% First/Business
Major Airlines. Corp. Travel
www.cookamerican.travel

(212) 201-1824
WEWILL NOT BE UNDERSOLD

COOK
An American
Express Rep.

MAKE GREAT
CONNECTIONS
IN EUROPE.
THE WALL STREET
JOURNAL EUROPE.

To advertise

Emma Balogun

TheWall Street Journal Europe

+44 207 842 9608

emma.balogun@dowjones.com
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 07/15 USD 8.60 4.8 –25.1 –25.1

Am Blend Portfolio I US EQ LUX 07/15 USD 10.10 5.2 –24.5 –24.4
Am Growth A US EQ LUX 07/15 USD 25.38 10.8 –15.1 –14.9
Am Growth B US EQ LUX 07/15 USD 21.44 10.2 –16.0 –15.7
Am Growth I US EQ LUX 07/15 USD 28.03 11.3 –14.4 –14.2
Am Income A US BD LUX 07/15 USD 7.81 12.5 1.4 1.9
Am Income A2 US BD LUX 07/15 USD 17.16 12.7 1.4 1.9
Am Income B US BD LUX 07/15 USD 7.81 12.0 0.6 1.1
Am Income B2 US BD LUX 07/15 USD 14.83 12.3 0.6 1.2
Am Income I US BD LUX 07/15 USD 7.81 12.8 2.1 2.5
Am Value A US EQ LUX 07/15 USD 7.46 3.5 –16.6 –22.1
Am Value B US EQ LUX 07/15 USD 6.90 2.8 –17.5 –22.8
Am Value I US EQ LUX 07/15 USD 8.00 3.9 –15.9 –21.5
Asian Technology A OT EQ LUX 07/15 USD 12.09 38.2 –9.8 –18.2
Asian Technology B OT EQ LUX 07/15 USD 10.62 37.4 –10.8 –19.1
Asian Technology I OT EQ LUX 07/15 USD 13.43 38.7 –9.1 –17.6
Emg Mkts Debt A GL BD LUX 07/15 USD 13.85 24.0 2.0 1.7
Emg Mkts Debt A2 GL BD LUX 07/15 USD 17.34 24.6 2.2 1.8
Emg Mkts Debt B GL BD LUX 07/15 USD 13.85 23.4 1.0 0.7
Emg Mkts Debt B2 GL BD LUX 07/15 USD 16.78 23.9 1.2 0.8
Emg Mkts Debt I GL BD LUX 07/15 USD 13.85 24.4 2.5 2.3
Emg Mkts Growth A GL EQ LUX 07/15 USD 26.54 32.4 –30.8 –21.6
Emg Mkts Growth B GL EQ LUX 07/15 USD 22.60 31.8 –31.5 –22.4

Emg Mkts Growth I GL EQ LUX 07/15 USD 29.31 33.0 –30.3 –21.0
Eur Growth A EU EQ LUX 07/15 EUR 6.10 9.5 –24.5 –26.7
Eur Growth B EU EQ LUX 07/15 EUR 5.51 8.9 –25.2 –27.5
Eur Growth I EU EQ LUX 07/15 EUR 6.63 10.0 –23.9 –26.1
Eur Income A EU BD LUX 07/15 EUR 5.91 20.9 –1.6 –3.6
Eur Income A2 EU BD LUX 07/15 EUR 11.17 21.3 –1.7 –3.6
Eur Income B EU BD LUX 07/15 EUR 5.91 20.5 –2.4 –4.3
Eur Income B2 EU BD LUX 07/15 EUR 10.43 20.9 –2.2 –4.3
Eur Income I EU BD LUX 07/15 EUR 5.91 21.3 –1.1 –3.0
Eur Strat Value A EU EQ LUX 07/15 EUR 7.17 3.0 –28.4 –33.7
Eur Strat Value I EU EQ LUX 07/15 EUR 7.31 3.4 –27.8 –33.1
Eur Value A EU EQ LUX 07/15 EUR 7.70 5.8 –22.8 –30.8
Eur Value B EU EQ LUX 07/15 EUR 7.11 5.0 –23.7 –31.5
Eur Value I EU EQ LUX 07/15 EUR 8.86 6.1 –22.2 –30.2
Gl Balanced (Euro) A EU BA LUX 07/15 USD 14.11 5.6 –19.1 –18.8
Gl Balanced (Euro) B EU BA LUX 07/15 USD 13.81 5.0 –19.9 –19.6
Gl Balanced (Euro) C EU BA LUX 07/15 USD 14.02 5.5 –19.2 –19.0
Gl Balanced (Euro) I EU BA LUX 07/15 USD 14.32 5.9 –18.5 –18.2
Gl Balanced A US BA LUX 07/15 USD 14.27 7.4 –20.1 –17.7
Gl Balanced B US BA LUX 07/15 USD 13.64 6.9 –20.8 –18.5
Gl Balanced I US BA LUX 07/15 USD 14.76 7.8 –19.5 –17.1
Gl Bond A US BD LUX 07/15 USD 8.84 5.6 3.1 3.2

Gl Bond A2 US BD LUX 07/15 USD 15.03 5.8 2.9 3.2
Gl Bond B US BD LUX 07/15 USD 8.84 5.1 2.0 2.2
Gl Bond B2 US BD LUX 07/15 USD 13.23 5.3 1.9 2.2
Gl Bond I US BD LUX 07/15 USD 8.84 5.9 3.6 3.8
Gl Conservative A US BA LUX 07/15 USD 13.74 6.0 –9.3 –8.1
Gl Conservative A2 US BA LUX 07/15 USD 15.44 5.9 –9.3 –8.2
Gl Conservative B US BA LUX 07/15 USD 13.72 5.4 –10.2 –9.1
Gl Conservative B2 US BA LUX 07/15 USD 14.74 5.4 –10.2 –9.1
Gl Conservative I US BA LUX 07/15 USD 13.78 6.4 –8.5 –7.5
Gl Eq Blend A GL EQ LUX 07/15 USD 9.61 7.5 –34.4 –30.5
Gl Eq Blend B GL EQ LUX 07/15 USD 9.06 7.0 –35.1 –31.2
Gl Eq Blend I GL EQ LUX 07/15 USD 10.10 8.0 –33.8 –29.9
Gl Growth A GL EQ LUX 07/15 USD 34.78 7.8 –34.9 –29.1
Gl Growth B GL EQ LUX 07/15 USD 29.17 7.3 –35.5 –29.8
Gl Growth I GL EQ LUX 07/15 USD 38.47 8.3 –34.4 –28.5
Gl High Yield A US BD LUX 07/15 USD 3.64 29.4 –8.0 –6.0
Gl High Yield A2 US BD LUX 07/15 USD 7.49 30.0 –8.0 –6.1
Gl High Yield B US BD LUX 07/15 USD 3.64 28.4 –9.2 –7.1
Gl High Yield B2 US BD LUX 07/15 USD 12.10 29.4 –8.9 –7.0
Gl High Yield I US BD LUX 07/15 USD 3.64 29.9 –7.3 –5.4
Gl Value A GL EQ LUX 07/15 USD 9.11 7.3 –33.9 –32.0

Please turn to next page

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com
 Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001
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Region modestly higher,
Nikkei rises for a third day

Sector Equity Financial Services
Funds that invest primarily in the equities of companies in the financial services sector. At
least 75% of total assets are invested in equities. Ranked on % total return (dividends rein-
vested) in U.S. dollars for one year ending July 16, 2009

Leading 10 Performers
FUND FUND LEGAL % Return in $US **
RATING NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

5 HS Fincl Hang Seng HKDiCayman Isl 40.93 –0.36 –2.48 NS
Sect Flexipower A Investment Management Ltd

NS Jupiter Jupiter Asset GBPiJersey 10.10 –5.28 –11.20 NS
Financial Opps Feeder Management(Jersey)

5 Jupiter Jupiter Unit Trust GBPiUnited Kingdom 7.37 –7.14 NS NS
Financial Opportunities Inc Managers Ltd

5 HLG Finance HLG Unit Trust MYRiMalaysia 14.66 –7.25 –11.73 7.70
Sector Berhad

5 Hiscox Hiscox IM USDiIreland 43.04 –10.44–12.34 7.33
Far-Eastern Financial

5 Hiscox HSBC Securities GBPiUnited Kingdom –2.31 –11.68–17.03 0.90
Insurance Portfolio (A) Acc Services (UK) Limited

4 Davis Davis Funds SICAV USDiLuxembrg 18.36 –13.84–25.18 –4.50
Financial Fund B USD Acc

4 eQ Financial eQ Rahastoyhtiö Oy EURiFinland 13.72 –16.79–26.72 3.80
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CDC defends its investment strategy

SEC warns unit of Regions
Morgan Keegan
could face charges
tied to mutual funds
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A WSJ NEWS ROUNDUP

Tokyo shares rose for the third
session in a row Thursday, in line
with most Asian markets, led by
steel makers and trading houses.

But Japan’s broader market
ended well off highs as auto and tech-

nology stocks
trimmed gains on
dollar weakening
related to concerns
that nonbank U.S.

lender CIT Group may file for bank-
ruptcy.

The Nikkei Stock Average of 225
companies rose 0.8% to 9344.16 af-
ter peaking at 9489 early in trading.
The early gains were helped by Wall
Street’s rally on Wednesday and
higher commodity prices.

News that Toyota Motor and
Mazda Motor are in talks over the
supply of Toyota’s hybrid-system
components to Mazda helped the
auto sector. Mazda rose 6.2% and
Toyota added 0.9%.

Higher oil and commodity prices
helped trading houses, with Itochu
rising 3.3%.

Nisshin Steel surged 5.7% on a re-
port that Nippon Steel planned to
make Nisshin part of its corporate
group by lifting its stake in the com-
pany to as much as 20% from about
10%. Nippon Steel climbed 3.4%.

Resource shares in the region
were broadly higher as investors
were comforted by robust economic
data from China, although profit-
taking pulled Shanghai shares
lower.

In Sydney, BHP Billiton gained
1.8% and Rio Tinto jumped 4.6%. Ko-
rea Zinc soared 6.8% in Seoul, Inpex
gained 1.7% in Tokyo and Zijin Min-
ing Group advanced 3.2% in Hong
Kong.

Australia’s S&P/ASX 200 gained
1.8% to 3995.60 as confidence grew
amid further strength in global equi-
ties and commodities markets. The
index is up 6.9% since Monday, yield-
ing its best three-day advance in
eight months.

Positive news from BlueScope
Steel pushed is shares up 7.4% and
helped encourage buying of cycli-
cals. Energy stocks got a boost from
a rise in crude oil, with Santos up
2.6%.

Financials were strong across
the board after U.S. peer gains over-
night, with National Australia Bank
up 2.6% and Commonwealth Bank
up 1.5%.

Elsewhere, Sinotruk soared 15%
in Hong Kong after German truck
maker MAN said it would buy a
25%-plus-one-share stake in the
company.

By Matthias Rieker

Regions Financial Corp. said its
Morgan Keegan & Co. investment-
banking operation may face
charges related to “certain mutual
funds” formerly run by an asset-
management unit with a well-
known manager who was clobbered
by exposure to collateralized debt
obligations and other mortgage-re-
lated holdings.

In a securities filing, the bank
said it received on July 9 a Wells no-
tice from the Securities and Ex-
change Commission’s Atlanta of-
fice. Regions was told that SEC
“staff intends to recommend that
the commission bring enforcement
actions for possible violations of
the federal securities laws,” the fil-
ing said.

Regions didn’t disclose in the fil-
ing which mutual funds are being
scrutinized by the SEC, except that
they were managed by Morgan As-
set Management Inc., part of Mor-
gan Keegan, a brokerage firm based
in Memphis, Tenn.

Regions said Wednesday that it
transferred management of those
funds last July to Hyperion Brook-
field Asset Management Inc. of
New York. A Hyperion spokes-
woman said the firm hasn’t re-

ceived a Wells notice.
The mutual funds that Hy-

perion took control of include
three bond funds that were run by
James Kelsoe, a senior portfolio
manager at Morgan Asset Manage-
ment.

At the end of 2005, the five-
year average annual gain by one of
those funds beat all U.S. high-yield
funds and the Dow Jones Indus-
trial Average. But Mr. Kelsoe’s
funds were hit particularly hard by
the housing meltdown, largely be-
cause of their investments in mort-
gage-backed securities, including
low-quality mortgages, and com-
plex securities like CDOs. CDOs are
pools of bonds tied to mortgages.

For the year ended April 30,

2008, three bond funds managed
by Mr. Kelsoe dropped an average
59.5%.

A Regions spokesman wouldn’t
comment on whether Mr. Kelsoe
was one of the three employees
who also got a Wells notice from
the SEC, according to the filing.

He still works at the Morgan
Keegan but couldn’t be reached
for comment.

Under the process established
by the SEC, Regions will have an
opportunity to respond to the con-
cerns being raised by the agency
before any formal action is taken
by SEC commissioners. The Re-
gions spokesman said the com-
pany is cooperating with the SEC
and will defend itself vigorously.

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

*Fiscal year ended April 30, 2008, all previous fiscal years ended June 30
Note: Returns are for Class A shares 
Source: the company
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By Paul Hodkinson

CDC Group PLC, a U.K. govern-
ment-backed private-equity fund
charged with investing in poorer
countries, has responded to criti-
cism from the British parliament
with a lengthy report outlining
ways it has reduce poverty.

The group produced a 100-page
document detailing its impact on re-
ducing poverty during 2008 and
said the overall results were “prom-
ising.”

CDC was established by the U.K.
government after World War II in
1948 with the initial task of strength-
ening the economies of the former
U.K. colonies by providing finance
for businesses.

It subsequently adapted its strat-
egy to invest in poor countries be-
yond the commonwealth and now re-
lies on its own returns to make new
investments. It invests in funds and
then re-invests its returns in other
funds. It focuses these investments

into south Asia and sub-Saharan Af-
rica and has net assets of £2.3 billion
($3.78 billion).

CDC reviewed 12 of its invest-
ments in funds, which were made
across seven fund managers and in-
cluded 119 portfolio companies with
a combined value of £139 million.

It rated nine of the 12 investments
in funds as “successful” when mea-
sured across eight factors including
environmental, social and corporate
governance, private-sector develop-
ment and added value. Only one fund
was found to be below expectations.

Companies in CDC’s portfolio in-
clude African energy and utilities or-
ganizations such as Empower and
Songas Ltd. and financial operation
Diamond Bank PLC.

In May, the U.K. Parliament’s
Committee of Public Accounts pub-
lished a report that said the group
placed too much emphasis on finan-
cial performance and too little on re-
ducing poverty.

“I have seen first hand how CDC’s

capital benefits businesses, local
economies and the livelihoods of
people in poor countries,” said Rich-
ard Laing, chief executive of CDC.
“Last year alone, CDC’s investment
provided at least 30,000 new jobs
and we estimate that CDC’s 681 port-
folio companies are directly support-
ing over three million people—a ma-
jor contribution to long-term, sus-
tainable development.”

The report details some prob-
lems faced at the portfolio compa-
nies. These included 17 work-re-
lated deaths, one work “serious envi-
ronmental issue” and four instances
of alleged fraud.

The 12 fund investments com-
prise about one-tenth of CDC’s total
portfolio value and more than one-
sixth of its portfolio companies.

The group plans to continue as-
sessing the portfolio through this
year and has said seven of the 20
evaluations it has planned will be
outsourced to external consultants.
 —From Financial News
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Moderate lawmakers hold key in U.S.
Success of health-care and climate bills depends on making them appealing to a group of centrist senators

Hard times are boom times for bloggers on economics

By Gerald F. Seib

U.S. Sen. Blanche Lincoln of Ar-
kansas, a moderate Democrat, may
have been surprised this week to dis-
cover that a television commercial
was airing in her state, urging con-
stituents to call her office and pres-
sure her into voting for the big
health bill working its way through

Such ads from outside groups or
a lawmaker’s political opponents

aren’t unusual, of
course. In this case,
though, the ad was
being run by Ms.
Lincoln’s own na-

tional Democratic Party—specifi-
cally by a branch of the Democratic
National Committee that was
formed to keep alive the political net-
work President Barack Obama built
up during last year’s campaign.

And Ms. Lincoln wasn’t alone.
The same ad was run in Indiana,
Florida, Louisiana, North Dakota
and Nebraska, all home to moder-
ate Democratic senators who may
be wavering on the big health legis-
lation. The ad also went up in Ohio
and Maine, home to three moderate
Republican senators.

The DNC ad was an implicit ac-
knowledgment that the balance of
power in determining the course of
events—and the fate of the Obama
agenda—now lies with about a
dozen centrist senators, a few of
them Republicans but most Demo-
crats. Much as former President
George W. Bush once declared that
he was the ultimate “decider,” so too
will these senators from the center
be the deciders, determining what
happens and how.

In particular, on the two big
items of debate—a new national
health plan and a cap-and-trade sys-
tem to reduce greenhouse gases—
these senators will have an outsize
voice on how big and expensive the
legislation will be, whether it will be

bipartisan, and, indeed, whether
there will be enough votes to pass
the bills at all. In sum, they have the
voices that will matter most in the
legislative game’s closing minutes.

Indeed, in a sign of that leverage,
Mr. Obama met privately Thursday
with two of the Dozen Deciders, Dem-
ocrat Ben Nelson of Nebraska and Re-
publican Olympia Snowe of Maine.

These senators matter so much
because of the legislative dynamic
of the capital, circa 2009, which was
established during the great debate
over an economic-stimulus package
early in the year, and which now
seems locked in. Provided House
leaders can keep enough conserva-
tive Democrats there on board for
health and climate legislation—a
task that got a little tougher after
the Congressional Budget Office on
Thursday gave another gloomy anal-

ysis of the cost of current health
bills—the House seems likely to
push through legislation with al-
most exclusively Democratic votes.
The result is that House versions of
both health and climate-change leg-
islation almost certainly will be to
the left of what the Senate can toler-
ate—and perhaps to the left of what
the White House really wants.

Then the question will be how far
the Senate can pull the bills back to-
ward the center. Democrats now
claim 60 votes in the Senate—the
bare minimum needed to cut off a Re-
publican filibuster—so without mod-
erates’ support, climate-change leg-
islation won’t pass at all. It’s possi-
ble, using budget maneuvering, to
pass some version of health legisla-
tion with a simple 51-vote majority,
but it’s hard to find anybody in the
Senate who likes the idea of passing

such big legislation that way.
So the moderates have power—

but toward what end? In general,
they want to reduce the 10-year, $1
trillion price tag of the House health
bill, and they surely don’t like the
idea of paying for the whole thing
with a surtax on wealthier Ameri-
cans. “I would hope what the Senate
would look at would be more of a
mix” of revenue sources, says moder-
ate Democratic Sen. Mark Warner of
Virginia. In addition, moderates are
looking for a bill with more focus on
holding down health costs rather
than one that puts its oomph behind
expanding coverage to all Americans.

And on climate change, several
of the moderates recently signed a
letter to Senate leaders calling for,
among other things, creating a
“short-term cushion” that holds
down costs for both industry and

consumers while a cap-and-trade
system is phased in; “price relief”
for working families that would be
hit with higher utility bills; and a pro-
vision protecting U.S. manufactur-
ers if their foreign competitors
don’t have to live with similar limits
on carbon emissions.

If this role for moderates sounds
familiar, it’s because almost pre-
cisely the same pattern prevailed
when the stimulus bill was passed in
February. For the Obama administra-
tion and its agenda, the good news
there is that Senate moderates’
pushing and pulling ultimately pro-
duced a stimulus bill that could win
enough votes in the center to pass.
The bad news is that nobody on ei-
ther side was entirely pleased with
the final product. Such is the cost of
legislative production in Washing-
ton today.
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A Dozen Deciders
Moderate Senators who 
together will have a big say in 
Washington’s agenda for the 
rest of the year

n Evan Bayh, Indiana

n Kent Conrad, North Dakota

nMary Landrieu, Louisiana

n Joe Lieberman, Connecticut*

n Blanche Lincoln, Arkansas

n Ben Nelson, Nebraska

n Arlen Specter, Pennsylvania

nMark Warner, Virginia

n Jim Webb, Virginia

n Susan Collins, Maine

n Olympia Snowe, Maine 

n George Voinovich, Ohio

REPUBLICANS:

DEMOCRATS:

*Independent, but caucuses as a Democrat Joe Lieberman                                                                                  George Voinovich
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By Kelly Evans

Nail-biting financial trauma has
millions flocking to a surprisingly
lively source of enlightenment:
blogs written by economists.

Traffic to the top sites, such as
Marginal Revolution, Freakonomics
and the blogs from academics such
as Paul Krugman, Greg Mankiw and
Brad DeLong, surged anywhere
from 80% to 250% from July to Sep-
tember 2008 as the financial crisis

intensified, according to Compete.
com, a Web site that measures Inter-
net traffic. The most popular blogs
can attract as many as 50,000 to
100,000 page views a day.

“The ‘Financial Crisis for Begin-
ners’ page is the most successful fea-
ture of our blog,” says Simon
Johnson, a professor at the Massachu-
setts Institute of Technology’s Sloan
School of Management. Mr. Johnson
started his blog, Baseline Scenario, in
September along with his brother-in-
law James Kwak to build on the popu-
larity of his blogging stint as chief
economist of the International Mone-
tary Fund, and to help people make
sense of the unfolding crisis.

“Ithinkthere’sa bigmarketforex-
plaining to people what the heck is
going on in a global context,” says
Mr. Johnson. “Blogging can now be
part of this portfolio you can do as an
academic.”

Blogging, in return, helps aca-
demics raise their profiles. “I make
no money from my blog, but I do
make money selling books,” says
Mr. Mankiw, a Harvard University
economics professor who served as
chairman of President George W.
Bush’s Council of Economic Advis-
ers earlier this decade. His blog has

received some 10.9 million visits
since he started it as an extension of
his academic work in March 2006.

He is also known for being a con-
servative voice in the typically polar-
ized blog universe, which came of
age under the Bush administration
and led to the popularity of liberal
voices like Mr. Krugman, a Princeton
University economics professor and
newly minted Nobel laureate who
writes and blogs for the New York
Times, and Mr. DeLong, an econom-
ics professor at the University of Cal-
ifornia, Berkeley, known for his
rants against Republican policies.

The financial crisis has helped
crystallize the ideological split be-
tween the liberal economists who fa-
vor government action and interven-
tion in the economy and the conser-
vatives who prefer a more hands-off
approach. The result often pits Mr.
Mankiw and other conservatives—
such as Arnold Kling, an economist
and scholar with the Cato Institute
who writes for EconLog, or Megan
McArdle, a self-described libertar-
ian who blogs for the Atlantic—
against Mr. Krugman or Mr. DeLong
in fast-paced, high-profile argu-
ments over health care, budget defi-
cits and stimulus packages.

Jared Walczak, a 22-year-old leg-
islative director for a Virginia state
senator says he prefers the blogs
that instead point toward interest-
ing research and ideas, such as Mar-
ginal Revolution, which was started
by two George Mason University eco-
nomics professors and examines a
wide range of topics from poetry to
autism to ordering at ethnic restau-
rants. “It’s very eclectic and always a
source of something new,” he says.

Marginal Revolution is one of the
best-read economics blogs, attract-
ing more than 23 million visitors
since its launch in 2003. Its success
has boosted the careers of its co-
founders, Tyler Cowen—the general
director of GMU’s Mercatus Center,
which is known as a bastion of liber-
tarian thought—and Alex Tabarrok,
a research fellow there.

“It’s really changed my life,” says
Mr. Cowen of the blog, saying he
gets several requests for speaking
or writing engagements every day
and has been recognized “eight or
nine times in public—and I don’t
even go out that much!” He and Mr.
Tabarrok also have a textbook for in-
troductory economics due out soon—
the collaboration that years ago
sparked their blog in the first place.

While economics blogs have
helped fill a craving for guidance to
the recession, some of them also be-
came popular for helping alert read-
ers—from the layman to the sophis-
ticated investor—to the looming fi-
nancial crisis before it hit. One in
particular, Calculated Risk—run by
Bill McBride, a retired executive in
California —is often cited as being
particularly prescient in warning
about the housing bubble and bust.

Fans ofthe blogs say reading them
has not only helped them understand
the economy, but has also helped
themmakeimprovementsto theirev-
eryday life. Even those who majored
inthesubject,suchasNate Chenenko,
23, who works in Washington, D.C., as
a government business analyst, say
they have a new appreciation.

Mr. Chenenko recently decided to
hire a moving company rather than
take the weekend off from his part-
time job operating a bicycle taxi
around the capital. “I realized the op-
portunity cost of taking the day off
would be greater than paying mov-
ers,” he says, “and I’m not sure I would
havethoughtofthatifIwasn’tconsum-
ing economics on a day-to-day basis.”
 —Justin Lahart

contributed to this article.
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Gates buys small stake in JJB Sports

Third senior banker leaves
Troika Dialog brokerage

By Chad Bray

NEW YORK—Former Credit
Suisse Group broker Julian Tzolov,
who in June was declared a fugitive
by federal prosecutors pursuing al-
leged fraud involving auction-rate
securities, has been apprehended in
Marbella, Spain.

Prosecutors from the U.S. attor-
ney’s office for the Eastern District
of New York in Brooklyn said Mr.
Tzolov had been apprehended, but
didn’t provide any details. Mr.
Tzolov was caught by Spanish au-
thorities with the assistance of the
Federal Bureau of Investigation, said
people familiar with the matter.

Benjamin Brafman, a lawyer for
Mr. Tzolov, said, “I think Julian
made a terrible mistake when he
fled the jurisdiction.”

Mr. Tzolov, 36 years old and a na-
tive of Bulgaria, was charged in an in-
dictment unsealed last week for fail-
ure to appear and visa fraud.

Mr. Tzolov and Eric Butler, both
formerly of Credit Suisse Securities
(USA) LLC, have been accused of en-
gaging in an alleged fraudulent
scheme to obtain higher commis-
sions by selling clients higher-risk
auction-rate securities backed by
mortgages, when those clients
wanted to buy lower-risk securities
backed by student loans.

They have been charged with con-
spiracy, securities fraud and multi-
ple counts of wire fraud. Mr. Butler,
37, is set to go to trial on Monday.

Late Tuesday, a new indictment
was unsealed against Messrs. Butler
and Tzolov in the Southern District
in Manhattan, charging them with

14 counts of wire fraud involving auc-
tion-rate securities. The case will be
prosecuted by the U.S. attorney’s of-
fice in Brooklyn.

“As to Eric Butler, it appears that
the government has brought an iden-
tical case in a different district to try
to give themselves two chances to
win a case they should not have
brought once,” Paul Weinstein, Mr.
Butler’s lawyer, said Wednesday.

The alleged schemes unraveled
in August 2007 when the market for
mortgage-backed, collateralized
debt obligations collapsed and auc-
tions for CDO auction-rate securi-
ties began to fail, resulting in the de-
fendants being unable to liquidate
investments, prosecutors said.

Credit Suisse has said the men re-
signedafter the activity was discov-
ered by the company.

CIT’s TALF securities
face a blow to ratings
Downgrade threat
comes amid scramble
to dodge bankruptcy

Fugitive broker is arrested in Spain

By Lilly Vitorovich

And Hannah Benjamin

LONDON —Embattled U.K.
sportswear retailer JJB Sports PLC
shares jumped Thursday after the
company disclosed that Microsoft
Corp. Chairman Bill Gates holds a
stake of just over 3%.

The Bill & Melinda Gates Founda-
tion Trust purchased 800,000
shares of JJB Tuesday, taking its
holding to 3.14%, according to a no-
tice to shareholders issued by JJB.

Under U.K. law, companies are
obliged to disclose when a share-

holder’s investment rises beyond
3%.

A spokesman for JJB said the
company welcomes the investment,
but declined to comment further.

Mr. Gates couldn’t immediately
be reached for comment.

JJB has spent the past few
months struggling to get out from
under a large debt load. The com-
pany recently secured a deal with
creditors — many of them the land-
lords to whom it owed rent. Last
week, JJB said it was reviewing a
range of options to provide addi-
tional capital, including the possible

sale of non-core assets and an eq-
uity capital raising.

It’s not the first investment the
foundation has made in European re-
tailers. The foundation bought a
stake in European carpet and floor
covering retailer Carpetright Ltd. in
May last year.

JJB shares closed up 3 pence, or
12%, at 27.75 pence, valuing the com-
pany at £72.1 million. JJB shares
have fallen 67% during the past 12
months as the U.K.’s recession
caused its sales to tumble.
 —Ishaq Siddiqi

contributed to this article.

By Serena Ng

As the chances grew that CIT
Group Inc. could be forced to seek
bankruptcy-law protection, its
stock plummeted and securities the
lender sold with the help of a U.S.
government program appeared
more likely to lose their top triple-A
credit ratings.

The possible downgrade came af-
ter CIT said Wednesday “there is no
appreciable likelihood” it will receive
fresh government support in the near
future, marking the first time since
the collapse of Lehman Brothers
Holdings that the U.S. has declined to
aid a struggling financial company of
significant scope and size.

CIT shares were down 73% in af-
ternoon trading Thursday.

What happens next will be a test
of whether the U.S. financial system
and economy are sufficiently healed
to absorb CIT’s problems.

The company is a source of fund-
ing for thousands of small and mid-
size businesses. It also is a big player
providing cash advances to clothing
makers and suppliers, and credit to
retailers to pay off invoices.

In its statement, issued after the
market close Wednesday, CIT said it
was “evaluating alternatives.”

CIT representatives have been
scrambling to line up at least $2 bil-
lion in rescue financing from exist-
ing debtholders, according to peo-
ple familiar with the matter. The
company indicated to investors that
without the rescue financing, it
would likely have to file for bank-
ruptcy as more borrowers draw
down credit lines, these people said.

Separately, Standard & Poor’s on
Thursday cut its credit rating on CIT
to CC from CCC-plus, citing “our be-
lief that there is an increased risk that

CIT may declare bankruptcy in the
near term or take other actions that
will be detrimental to debt holders.”

Moody’s Investors Service late
Wednesday said it may lower rat-
ings on $954 million of CIT securi-
ties backed by equipment leases
that were sold to investors just over
a month ago with the help of the U.S.
Federal Reserve’s Term Asset-
Backed Securities Loan Facility pro-
gram. Launched this year to help re-
start the securitization market, the
TALF program allows investors to
borrow funds at attractive rates to
purchase securities backed by con-
sumer and business loans.

It isn’t known how much of the
CIT securities were bought using
TALF financing, but Fed data show
that investors borrowed $590 mil-
lion from the facility in June to buy
securities backed by equipment
leases. A Fed spokeswoman had no
immediate comment.

The Fed loans are “non-re-
course,” so if the securities pur-
chased deteriorate in quality or go
bad, borrowers can opt to give the
bonds to the Fed at the end of the
loan. Under the program, the Trea-
sury has to take the first losses if
debt goes bad.

Government talks about a rescue
for CIT collapsed Wednesday. The
failure appeared to be rooted in
CIT’s worsening financial situation
and disagreements among regula-
tors as to the best way to proceed.

The Fed conducted a stress test
on CIT Tuesday night. The test
found CIT would need $4 billion to
cover losses under the most
stressed economic conditions, peo-
ple familiar with the matter said.

Government officials suggested
they could offer a bridge loan if CIT
could convince policy makers it had
a solid restructuring plan in place,
these people said. Government offi-
cials also considered injecting more
money into CIT.

 —Jon Hilsenrath, Damian Paletta
and Jeffrey McCracken

contributed to this article.

By Jason Corcoran

MOSCOW—The head of sales at
Troika Dialog has become the third
senior banker at the Russian broker-
age to step down in less than three
months.

Gerrit Heyns, who has stepped
down from his position after joining
Troika in 2002, follows the resigna-
tion of the firm’s chief executive for
the U.K. division, Howard Snell, and
the departure of Giedrius Pukas, the
managing director of Troika Capital
Partners in late May.

A Troika Dialog spokeswoman
said Mr. Heyns hadn’t left the firm
and would be retained in some ca-
pacity. “Gerrit has gone on a kind of
academic leave,” she said. “There’s
no arrangement yet. He has gone
away to think about his future but
he is still with Troika.”

Troika Dialog entered a strategic
alliance with South African bank
Standard Bank in March after sell-
ing a 33% stake in itself for $200 mil-
lion and is reorganizing its business
lines to integrate it with the Stan-
dard’s Moscow-based operations.

Mr. Heyns, who is one of the se-
nior partners at Troika, is one of the
most experienced and well-known
bankers in Moscow.

Prior to joining Troika, he helped
to establish the equity business of
Kleinwort Benson in Asia as its first
head of equity sales in Hong Kong.
He later joined Lehman Brothers to
establish and manage an institu-
tional equity sales team as its head
of sales and went on from there to be
head of sales for J.P. Morgan Securi-
ties.

He began in the equity broking
business in Bangkok as a salesman
and then head of sales with Crosby
Securities, which later became Soc-
Gen Securities Asia.

He couldn’t be reached for com-
ment.

Russian banks are hiring in num-
bers as domestic corporates queue
up to issue new debt. After a
10-month break, the euro-bond mar-
ket has been pried open for Russian
issuers by OAO Gazprom and Rus-
sian Agricultural Bank, which re-
cently raised a combined $3.25 bil-
lion on it.
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