
GREEN-LETTER DAY: Stewart Cink kisses the trophy after beating Tom Watson by six strokes in a playoff in Turnberry, Scotland, on
Sunday. Mr. Watson missed a short putt at the end of the fourth round that would have won the golf tournament.
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After four extra holes, it’s case closed at British Open

By Andrew Osborn

TBILISI, Georgia—Geor-
gian President Mikheil
Saakashvili is expected to un-
veil Monday moves to share
more power and make elec-
tions more democratic in an
attempt to mollify his critics
and begin a comeback.

The address, before the
country’s parliament just
days before a morale-boost-
ing visit from U.S. Vice Presi-
dent Joe Biden, follows three
months of street protests by
the president’s political oppo-
nents, who continue to de-
mand his resignation after los-
ing a disastrous war against
Russia last summer. His crit-
ics accuse him of increasing
authoritarianism, of monopo-
lizing the state media for his

own ends and of using the po-
lice to repress protesters.

In the speech, parts of
which have been reviewed by
The Wall Street Journal, Mr.
Saakashvili pledges to set
new local elections, to prom-
ise bigger media space for his
adversaries and to offer the
opposition seats on some deci-
sion-making bodies inside
government.

The president said in the
interview that after a “psycho-
logical turnaround” he real-
ized his task was to modern-
ize Georgia. He said his plan
was to deepen democracy and
ensure a peaceful transition
of power when he steps down
in 2013.

He also called the hopes of
Georgia joining NATO “al-
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Iran’s bomb
German spies say Tehran
never stopped its nuclear
weapons program. Page 15
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By Annelena Lobb

The first two weeks of
earnings season in the U.S.
have buoyed investors’ spir-
its and given the stock mar-
ket a much-need boost. But
the real test will come over
the next two weeks, when the
pace of reports picks up.

The 100-plus companies
that report earnings this
week will be under pressure
to live up to the hype sur-
rounding those that just re-

ported. Impressive earnings
and forecasts from the likes
of Goldman Sachs Group and
Intel helped end a four-week
losing streak for the Dow
Jones Industrial Average.

The Dow gained 7.3% and
has recouped almost all its
losses from the previous
month. The S&P 500-stock in-
dex rallied 7%. The Dow is up
34% from its lows in March,
and the S&P 500 is up 39%.

That first wave of earn-
ings reports, while represent-

ing only about a tenth of ma-
jor companies, made it evi-
dent to investors that the
economy is no longer on the
brink of disaster.

But the gains in the Dow
have raised the bar for the
next wave of reports. Atten-
tion is turning to whether
companies are landing num-
bers based on revenue
growth, or through aggres-
sive cost cuts. As of Thursday,
companies have reported me-
dian revenue growth of about

5%, according to J.P. Morgan
strategists. And just two of 32
companies in the Russell
1000 index had reduced their
forecasts.

“Investors want top-line
growth. This is where I think
we’re going to start to see a
more selective advance,”
says Alan Gayle, senior invest-
ment strategist and director
of asset allocation at Ridge-
Worth Capital Management.

Amid the avalanche of
Please turn to page 31

Saakashvili to share

power, expand vote

By Alistair MacDonald

And Laurence Norman

LONDON—The U.K.’s mar-
kets regulator, the Financial
Services Authority, would be
abolished if the opposition
Conservative Party takes
power, the party said Sunday.

In a move that sets out the
policy battleground for elec-
tions coming within a year, the
Conservatives aim to lay out
on Monday their full plans for
regulating the financial sys-
tem. Under the plan, the FSA’s
responsibilities would be split
between the Bank of England
and a new consumer-protec-
tion agency.

“Crucially, this will bring to-
gether the operation of mone-
tary policy with regulation of
the banking system so that the
economy is not built on debt,”
said George Osborne, the par-
ty’s finance spokesman.

The Conservatives say the
present regulatory structure,
in which the Treasury, the
Bank of England and the FSA
jointly oversee financial stabil-
ity, failed to spot the dangers
of a build-up of debt in the
banking system ahead of the fi-
nancial crisis.

Details of the Conserva-
tives’ plans, much of which
have already been made pub-
lic, will be laid out in a so-
called white paper. Among
other things, the paper will pro-
pose the creation of a Con-
sumer Protection Agency,
which will take on broad du-
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Friday’s bombings in Jakarta
raised new concerns about
the sophistication of terror-
ists in Asia and the possibil-
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a meeting of largely West-
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n Friends Provident proposed
an all-share deal to buy Provi-
dent Group, the restructuring
firm pursuing it. Page 2

n Swedbank said it will re-
view commitments in the
Baltic states and Ukraine,
and continue to cut jobs, af-
ter steep losses. Page 2

n Roger Jenkins is leaving
Barclays to launch his own
deal-advisory firm. Page 3

n Telefónica’s chairman was
acquitted of insider-trading
charges by a Spanish court
because the statute of limita-
tions had run out. Page 4

n Magna and RHJ are neck
and neck in the race for
GM’s Opel and Vauxhall car
brands. Page 6

n Porsche CEO Wiedeking is
expected to relinquish opera-
tional control of the sports-
car maker, possibly ending a
battle with VW. Page 6

n British Airways boosted
its liquidity with a new bond
issue and loans as it dis-
closed a quarterly loss on
sagging travel. Page 7

n An Australian official said
Beijing officials told him the
detention of a Rio Tinto exec-
utive stems from a criminal
investigation of iron-ore
price negotiations. Page 7

n The euro-zone trade surplus
narrowed to $2.7 billion in
May, with imports at their low-
est level in four years. Page 12

n Two of the co-founders of
Credit Suisse’s Real Estate
Private Fund Group have left
the bank to start their own
business. Page 20

n A Kyrgyz police officer
has been arrested in the
beating of a reporter who
later died from his injuries.

n Chinese police killed 12
people during July 5 rioting
in the western city of
Urumqi, officials said in a
rare acknowledgment.

n The Pope appeared in pub-
lic for the first time to bless
thousands after surgery to
set a wrist fractured in a fall.

n Died: Henry Allingham,
113, the world’s oldest man
and last original member of
Britain’s Royal Air Force.

More energy,
fewer emissions.
With technology
we can do both.
To meet growing demand, the world
will need all economically viable
energy sources—while also mitigating
emissions. ExxonMobil is developing
technologies to help address this
challenge today and for the future.

Learn more at exxonmobil.com

VO L . X X V I I N O . 1 1 6  M O N DAY, J U LY 2 0 , 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

No wonder they’re
called smart phones. Not
only can these phones send
email, get directions and
play music, they can gener-
ate huge profits for their
makers.

At least for iPhone’s
manufacturer Apple and
BlackBerry’s Research In
Motion. The two accounted
for only 3% of all cell-
phones sold in the world
last year but 35% of operat-
ing profits, according to
Deutsche Bank analyst
Brian Modoff. The disparity
will become even starker
this year when, he esti-
mates, the two will take 5%
of the market in unit terms
but 58% of total operating
profits.

The two companies’ out-
size share of profits under-
lines the shift in the wire-
less industry to feature-rich
devices accenting easy-to-
use software and away
from an emphasis on hard-
ware.

Smart phones account
for only about 13% of total
cellphone sales globally,
but the segment is growing,

despite a decline in the
broader cellphone market.

Underlying the winners-
take-all nature of the mar-
ket are fat subsidies from
phone carriers, particularly
in the U.S., which let manu-
facturers maintain hefty
prices even as consumers
pay as little as $100 for a
smart phone—not much
more than for basic phones.

Manufacturers of basic
phones make virtually noth-
ing, unless they have enor-
mous scale like Nokia. But
even that company, long

the industry leader, is hurt-
ing. It reported a 66% drop
in quarterly profit on Thurs-
day. Also suffering was
Sony Ericsson, a joint ven-
ture of Sony Corp. and Tele-
fon AB L.M. Ericsson,
which posted its fourth
quarterly loss on Thursday.

All this portends badly
for computer companies try-
ing to break into the cell-
phone market, like Acer or
Dell. They’ll need to be pre-
pared to accept slim mar-
gins or losses.
 —Sara Silver

It’s been a cruel summer
for the Porsche and Piëch
families. Porsche SE’s auda-
cious takeover plan for
Volkswagen AG crashed.
The families then fell out on
how to get back on track. As
the two clans thrash things
out before Porsche and VW
board meetings on Thurs-
day, emotions, not indus-
trial logic, may hold sway.

The families still want to
merge Porsche into the
much bigger VW. The catch
is how to do that while also
paying down Œ10 billion
($14.1 billion) in potentially

crippling net debt.
It looks like the families,

whose ownership of Porsche
is split 53-47, will have to
relinquish full control of the
company. Porsche CEO Wen-
delin Wiedeking’s plan is to
raise about Œ5 billion by sell-
ing 10%-25% of Porsche SE,
the holding company, to Qa-
tar. VW Chairman Ferdinand
Piëch’s plan requires Por-
sche to sell 49% of Porsche
AG, the car-making unit, to
VW for at least Œ4 billion.
In either case, Qatar would
be invited to take on Por-
sche’s derivatives contracts

that control VW shares.
One drawback of the

Piëch plan is the possible ex-
tra tax Porsche would have
to pay on proceeds of any
sale of a stake in Porsche
AG. Another is the doubts it
raises about Porsche’s fu-
ture autonomy. Porsche has
its challenges but remains
operationally sound.

But Mr. Piëch is family
whereas Mr. Wiedeking is
just a hired hand. At the
very least, Mr. Wiedeking’s
wings may be clipped as Por-
sche and VW prepare to em-
brace. —Matthew Curtin

Ferrovial won’t fly as BAA debt hovers

Family ties cloud vision for Porsche

Grupo Ferrovial must be
reaching for the painkillers.
The Spanish infrastructure
group bought U.K. airport op-
erator BAA three years ago
and has suffered debt-related
headaches ever since. The lat-
est threat: possible legislation
that means BAA’s bondhold-
ers could ask for their money
back, potentially leading to
the operator’s insolvency.

Worried that BAA’s debt
of £9.5 billion ($15.5 billion)

secured against its London
airports is too much, the U.K.
government is mulling a “spe-
cial administration” regime
for the operator, which en-
sures continued operation if
the owner goes bust.

The trouble is, installing
that safety net under BAA
could trigger the redemption
of the operator’s £4.5 billion
of bonds, leading to BAA’s in-
solvency. Admittedly, there’s
time for BAA and bondhold-

ers to hammer out a deal: A
special administration isn’t
likely before late 2010.

But BAA won’t relish sit-
ting down with bondholders
again. It only gained their sup-
port in last year’s £13 billion
refinancing when it agreed to
ringfence its London airports
to back its bonds. While the
uncertainty surrounds BAA’s
future, Ferrovial’s share price
is likely to remain grounded.

—Sean Walters

Two firms dial up cash

Defense contractors target India deals
Foreign firms face
hurdles tapping
expanded budget

By Sonya Misquitta

MUMBAI—Global defense giants
are lining up to capture billions of
dollars in new orders in India as the
country’s military modernizes its
forces.

A trip by U.S. Secretary of State
Hillary Clinton to India that began
Friday is also raising expectations
that the U.S. and India will announce
completion of an “end-use monitor-
ing” defense-procurement agree-
ment that could streamline con-
tracts between companies from the
two countries.

Western companies could face
hurdles in winning the Indian con-
tracts, however. The Indian govern-
ment earlier this month said it
hopes to reduce imports to 30%
from the current level of more than
70% in 10 years to foster a home-
grown defense industry.

“We would like to see India be-
come a vibrant manufacturing hub,”
said Sitanshu Kar, a spokesman for
the Ministry of Defense.

India’s capital defense expendi-
ture is set to grow 12% in the year
ending March 31 to $11.4 billion. In-
dian officials said they will spend an
additional $565 million this year to
boost border security and modern-
ize its police force to fight terrorism.

In all, India plans to spend be-
tween $50 billion and $55 billion on
military equipment over the next
five years to turn its largely Soviet-
era armed forces into a modern
fighting machine.

Many of those planned pur-
chases are big-ticket items, such as

a $10 billion contract for 126 fighter
jets being pursued by Boeing Co.,
Lockheed Martin Corp., BAE Sys-
tems PLC and European Aeronautic
Defence & Space Co.

Under current rules, foreign com-
panies that win import orders in ex-
cess of three billion Indian rupees,
or about $62 million, must draw at
least 30% of that order from domes-
tic suppliers or make a similarly
sized investment within India, in
what is known as an offset.

For example, the fighter jet con-
tract could result in as much as $5 bil-
lion in offsets, according to Pricewa-
terhouseCoopers. The offsets have
traditionally gone to India’s state-
controlled defense contractors but
are increasingly looked upon by a na-
scent private-sector industry as a
source of much needed funding.

India also restricts foreign in-
vestment in the homegrown de-
fense business to less than 26%.
“This limit is strict, and it limits the
development of joint ventures espe-

cially for export. But we haven’t
given up on convincing [the govern-
ment] to relax the rule and go to a
more balanced proportion,” said
Christian Duhain, president of EADS
International, the marketing subsid-
iary of EADS.

Western companies are angling
for better terms. EADS has been
working with the Indian govern-
ment on allowing Indian suppliers
to its civilian business to count as
part of the defense offset.

In a shift, the annual Economic
Survey submitted to Parliament on
July 2 recommended that the limit
on foreign investment in defense in-
dustries should be increased to 49%.

The survey, which is produced by
thechiefeconomicadviserintheMin-
istryofFinanceandrepresentsawish-
listforcorporateIndia,suggestedfor-
eign direct investment of up to 100%
be allowed on a case-by-case basis in
high technology, strategic defense
goods, services and systems.

Mr. Kar, the spokesman, says the

defense ministry will undertake a
“serious discussion” about revising
the limit.

Meanwhile, expectations are
high that Mrs. Clinton will sign a
monitoring deal with India in which
the U.S. will track sales of defense
equipment and ensure it is used for
its stated intent.

“The ‘end-user monitoring’
agreement would make all the differ-
ence for U.S. firms competing for de-
fense contracts,” said Ratan Shrivas-
tava, director of aerospace and de-
fense practice at consulting firm
Frost and Sullivan in New Delhi. Cur-
rently, contracts must be approved
by the U.S. government on a case-by-
case basis, Mr. Shrivastava said.

The agreement would “open the
field” for participation by U.S. de-
fense companies in deals involving
the transfer of critical and sensitive
defense equipment, he said.

India was the world’s 10th-high-
est military spender in 2008, accord-
ing to research by the Stockholm In-

ternational Peace Research Insti-
tute, and foreign companies believe
the market has great potential.

At home, it makes everything
from small arms to land vehicles to
aircraft, but it wants access to high-
technology equipment.

So far, investments have been
modest, and growth for both foreign
firms and nascent domestic private-
sector companies has been small.

Mahindra Defense Systems, a
subsidiary of Indian auto maker Ma-
hindra & Mahindra Ltd., announced
a joint venture with BAE in January
for the production of land-based
weapon systems such as mine-pro-
tected vehicles. The initial size of
the venture is $20 million.

Larsen&ToubroLtd.anIndianen-
gineering and construction conglom-
erate, and EADS Defense and Security
announced a joint venture for defense
electronics in India in May with an ini-
tial investment of $20 million spread
over two to three years.

Meanwhile, Hindustan Aeronau-
tics Ltd., a state-controlled defense
company,isbuildingtheHawk132Ad-
vanced Trainer Jet for the Indian Air
Force under license from BAE.

Private-sector Indian companies
are counting on money from offsets.
Private-sector players are also lobby-
ing policy makers who have tradition-
ally supported the state-controlled
companies.

Western firms argue that lower
barriers are a better way to foster a
defense industry. “India’s offset reg-
ulations by themselves will not lead
to transformation of the sector, be-
cause at present the sector lacks the
capacity to efficiently absorb and de-
liver the volumes of offset work en-
visaged, and because there is no rec-
ognition for the value of technology
transfer,” said Julian Scopes, presi-
dent of BAE Systems India.

 —Daniel Michaels in Paris
contributed to this article.

Source: Deutsche Bank 
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By Vladimir Guevarra

LONDON—U.K. insurer Friends
Provident Group PLC proposed Fri-
day to buy Resolution Ltd. in an all-
share deal, effectively turning the ta-
bles on the restructuring firm that it-
self is looking to buy
Friends Provident.

Friends Provident said it
sentaletterFridaytoResolu-
tion Chairman Mike Biggs
settingout“aproposedstruc-
ture for effecting a possible
combination of the two
groups.” The insurer said it
wants to become the holding
company of the combined
group,withResolutionshare-
holders exchanging their
shares for new shares in
Friends Provident. Friends Provi-
dent proposed to have Mr. Biggs as
chairman of the enlarged company,
with Resolution founder Clive Cow-
deryasexecutivedeputychairmanre-
sponsible for consolidation strategy.
Friends Provident Chief Executive
Trevor Matthews would continue in
his current role, it said.

Resolution welcomed the state-
ment, saying it was pleased the in-
surer was willing to talk.

The news comes just days after
Resolution said it is looking at buy-
ing Friends Provident, signaling the
start of its effort to buy three to four

life insurers over the next
18 months.

Resolution proposed an
all-share offer of 0.8 new
Resolution shares for every
share owned by Friends
shareholders.Thatproposal—
which was rejected by
Friends Provident—would
result in Friends sharehold-
ers holding about 74% of the
enlarged Resolution.

Mr. Cowdery made his
name after becoming chair-

man in 2005 of Resolution PLC, which
he rapidly expanded by buying life-in-
surance businesses that U.K. compa-
nies had decided to close. This is the
second time Mr. Cowdery has tried to
link up with Friends. In 2007, Friends
and Resolution PLC agreed to an all-
share merger, setting off a series of
takeoverbattlesforResolutioninvolv-

ing Pearl Group and Standard Life PLC
that ended with Pearl’s £5 billion ($8.2
billion) acquisition of Resolution PLC.

Friends Provident said its pro-
posal would allow an enlarged com-
pany to keep its primary listing on
the London Stock Exchange and
membership in key U.K. indexes.

Friends aims to buy Resolution

Swedbank to cut more jobs following loss
Bad loans pile up
in Baltics, Ukraine;
focus on core markets

CORRECTIONS & AMPLIFICATIONS

INDEX TO BUSINESSES

Lingering losses
Swedbank reported a second-quarter net loss but shares went up by 11%

Sources: the company (net profit/loss); Thomson Reuters Datastream (share price)

Net profit/loss
In billions of Swedish kronor

52-week share performance
Friday’s close: 53.50 Swedish kronor
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Friends Provident Resolution

In the summer of 2006, sev-
eral Democratic congressman run-
ning for re-election and presiden-
tial hopefuls, including Vice Presi-
dent Joe Biden, made anti-Wal-
Mart rhetoric a key part of their
campaign speeches. A Market-
place article in the Friday-Sunday
edition incorrectly gave the year
as 2004 and didn’t state that Mr.
Biden was running for president at
the time.

Instinet Inc., a unit of Nomura
Holdings Inc., is the largest minor-
ity shareholder in trading venue
Chi-X Europe Ltd. A Money & In-
vesting article Thursday incor-
rectly said Chi-X Europe is major-
ity-owned by a unit of Nomura. In-
stinet switched from being a ma-
jority shareholder to a minority
shareholder at the end of last year
but still controls the company.

Digital Chocolate Inc. Chief Ex-

ecutive Trip Hawkins was the
founder of Electronic Arts Inc. A
Marketplace article Thursday
about Apple Inc.’s iPhone App
Store incorrectly called him a co-
founder.

The criminal investigation of
UBS AG that resulted in a $780 mil-
lion settlement by the bank was
led by the Justice Department. A
Tuesday Money & Investing arti-
cle about the Internal Revenue Ser-
vice’s investigation of UBS and its
clients incorrectly said that work
by IRS agent Daniel Reeves and
IRS attorney John McDougal re-
sulted in the criminal settlement
with the U.S. government. Messrs.
Reeves and McDougal are working
on a related civil summons case. In
addition, Mr. Reeves was deposed
by UBS counsel and Mr. McDougal
represented the IRS at the deposi-
tion. The article incorrectly said
Mr. McDougal was deposed in addi-
tion to Mr. Reeves.

By Anna Molin

STOCKHOLM—Swedbank AB
said Friday it will review all commit-
ments in the Baltic states and
Ukraine, and continue to cut jobs, as
skyrocketing losses on bad loans
there pushed the Swedish bank into
a steep second-quarter loss.

Swedbank said it will shrink the
number of branches and employees
in Ukraine by about 30% by the end
of 2010, and cut its Russian work
force by 15% during the second half
of this year. It closed 19 branches in
the Baltics last quarter.

The bank plans to cut total staff
by 3,600, or nearly 17% of its work
force, by the end of the second quar-

ter of 2010, and expects impair-
ments to continue to rise in the sec-
ond half, albeit at a slower pace.
About 500 employees in Swedish
banking will be affected, mainly
through retirement. Swedbank had
21,280 employees at the end of
2008.

“The most recent quarter has
been marred by continued uncer-
tainty about the future of the econ-
omy,” Chief Executive Michael Wolf
said. Swedbank said it will reduce its
total assets and focus on core custom-
ers in its four home markets, Swe-
den, Estonia, Latvia and Lithuania.

Layoffs, wage cuts and increas-
ing bankruptcies have taken their
toll on Swedbank and its Nordic
peers with exposure to Europe’s
eastern economies. Borrowers
there are mired in recession and
struggling to repay loans. Pressure
was evident in the first quarter,
when high loan impairments
pushed Swedbank, the Baltic re-

gion’s largest lender, into its first
quarterly loss in over a decade.

The Stockholm-based bank said
Friday it swung to a second-quarter

net loss of 2.01 billion Swedish kro-
nor ($256.7 million) from a net
profit of 3.6 billion kronor a year ear-
lier, as loan impairments and provi-

sions rose to 6.67 billion kronor
from 423 million kronor. The vast
majority, 6.14 billion kronor, were
funds set aside against future
losses. The latest result includes a
gain of about 834 million kronor
owed partly to Swedish branch
sales.

Net interest income, the bank’s
main source of revenue, dipped to
5.24 billion kronor from 5.3 billion
kronor.

Despite the jump in loan impair-
ments and provisions, Swedbank in-
creased its core Tier 1 ratio to 9.8%
from 9.7%, partly following internal
transfers and accounting modifica-
tions, and reduced its risk-weighted
assets by 43 billion kronor.

Mr. Wolf said the bank’s funding
position improved during the quar-
ter by an average of four months to a
maturity profile of 18 months. Short-
term liquidity rose by about 50 bil-
lion kronor to 250 billion kronor, he
said.
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Georgian President Mikhail Saakashvili greets U.S. Navy sailors from the guided
missile destroyer USS Stout at Georgia’s Black Sea port of Batumi on Thursday.

Conservatives would scrap FSA if elected

most dead.”
“It’s tragic,” he said. “It means

the Russians fought for the right rea-
sons.”

Before the August war, Mr.
Saakashvili spoke confidently of his
country’s accession to NATO and
the European Union, and its immi-
nent reunification with the two
breakaway regions—South Ossetia
and Abkhazia. Now, the president
says achieving all three goals seems
unlikely any time soon.

Adversaries remain skeptical of
the move. “It’s all blah, blah, blah,”
said opposition leader Levan
Gachechiladze, before he knew the
details of the speech. “He has prom-
ised things before and there have
been no results.”

In the interview, Mr. Saakashvili
denied the timing of his speech was
linked to Vice President Biden’s two-
day visit, which starts on Wednes-
day, saying it was driven by domes-
tic concerns.

“It’s the right moment,” he said.
“The radical opposition is con-
fused.”

Vice President Biden will this

week visit Georgia and Ukraine
amid rising anxiety in both coun-
tries about what Washington’s “re-
set” of relations with Russia means
for the Kremlin’s pro-Western neigh-
bors. Aides say Mr. Saakashvili is
keen to extract commitments from
the U.S. in political, military and eco-
nomic affairs after a period last fall
when he felt “abandoned” by West-
ern allies, including Washington.

“We know what the reset does
not mean for Russia’s neighbors,”
says one aide. “But so far, it has only

been defined in negatives. We don’t
know tangibly and positively what
it does mean.”

Analysts say former Eastern-
bloc countries, from Georgia to Po-
land, fear the Obama administra-
tion will put its goal of improved re-
lations with Russia before their own
relationships. Those fears were
heightened when President Barack
Obama visited Moscow earlier this
month to formalize anew direction
in relations after a long downward
spiral in bilateral ties. In Moscow,
President Obama mentioned the
need to respect the sovereignty of
Georgia and Ukraine—both of

which have troubled relations with
Russia—but many want him and
other senior officials to send even
stronger “back off” signals to Mos-
cow.

In Georgia, tens of thousands of
opposition supporters have taken
to the streets to demand Mr.
Saakashvili’s resignation, portray-
ing him as a power-crazed dictator
who fought and lost an avoidable
war with Russia.

But after more than 100 days of
noisy protests that paralyzed the
center of the capital, Tblisi, Mr.
Saakashvili is still in office. His own
pollsters say his approval rating fell
to 38% in March, but rebounded to
43% in May.

Even participants say the pro-
tests, which still block downtown
Tbilisi—have fizzled. Daily gather-
ings in the searing summer heat
rarely muster more than 200 peo-
ple.

Yet, organizers are expected to
gather a much larger crowd to show
Mr. Biden that the opposition re-
mains a force to be reckoned with.

The exclusively domestic con-
tent of Monday’s speech underlines
the new, less-promising political re-
ality Georgia faces after Russian
forces defeated its army last sum-
mer, allowing two breakaway Geor-
gian republics to declare their inde-
pendence.

Mr. Saakashvili said Mr. Putin
wanted to replace him, referring to
a comment Russian Prime Minister
Vladimir Putin made to French Presi-
dent Nicolas Sarkozy after the war.

“The biggest response I can have
is to organize a smooth transition of
power not controlled by the Rus-
sians,” the president said. “It would
tell the neighbors—the people and
not just the leaders—that Putin is
no longer the main street bully in
the neighborhood.”

But many opposition leaders say
Mr. Saakashvili is part of the prob-
lem, not the solution. They say they
will press Vice President Biden to
link U.S. financial aid to Mr. Saakash-
vili’s behavior in order to moderate
it.

Some also insist that only a new
president and administration will
have the legitimacy to kick-start re-
lations with Russia, which currently
are nonexistent. Russia was Geor-
gia’s biggest trading partner before
relations collapsed. They want Mr.
Saakashvili to call a new election to
renew his mandate.

“He hasn’t done what any demo-
cratic leader should do after losing
20% of his country’s territory [in a
war],” says another opposition
leader Salome Zourabachvili. “He
needs to resign.”

Continued from first page

profit reports coming this week, a
few high-profile companies may set
the tone.

Earnings from Caterpillar, due
Tuesday before the bell, will provide

a read on demand
for the heavy ma-
chinery the com-
pany makes. Inves-
tors will be listen-

ing for clues as to whether construc-
tion is picking up.

Stimulus packages from govern-
ments world-wide should boost infra-
structure development, which could,
in turn, lift demand for machinery,
but residential and other construc-
tion will remain sluggish for some
time, according to a report by
Michael Jaffe, an analyst at Standard
& Poor’s equity research unit. Cater-
pillar will be hurt by a “significant re-
duction” in sales that will easily out-
weigh its moves to cut costs, Mr.
Jaffe writes, including big layoffs.

Analysts surveyed by Thomson

Reuters expect, on average, earn-
ings of 22 cents a share this quarter.
Caterpillar earned $1.74 a share in
the second quarter of 2008. As with
many stocks, the key for Caterpillar
may be in its outlook for the rest of
the year.

Morgan Stanley is scheduled to
report earnings before the opening

bell Wednesday, providing another
take on the revival of the financial
sector. The report comes after a
week in which Goldman revealed its
most-profitable quarter ever, yet
Bank of America Chief Executive
Kenneth Lewis said it would be
“much tougher” to make money in
the second half of this year.

Morgan’s capital-markets busi-
ness undoubtedly benefited from an
improved trading environment, but
its exposure to commercial real estate
could weigh on results, says analyst
Jeff Harte, managingdirector atSand-
ler O’Neill in Chicago. Commercial
real estate has been flagged as a loom-
ing problem, and not just for Morgan.
Even Goldman’s stellar report showed
a loss on real-estate investments.

But whereas Goldman benefited
from increased risk taking, execu-
tives at Morgan have made remarks
that indicate a greater aversion to
risk.

Morgan “should have great num-
bers, and if they don’t, it’s probably
because they pulled back when they
shouldn’t have,” says Rick Campa-
gna, chief investment officer at 300
North Capital in Pasadena, Calif.

Morgan posted losses in the first
quarter of 2009 and fourth quarter
of 2008. Analysts expect, on aver-
age, a loss of 49 cents a share, com-
pared with profit of 95 cents a share

in the second quarter of last year.
Ahead of the back-to-school and

holiday shopping seasons, earnings
from Apple will show whether con-
sumers are spending on discretion-
ary items such as Mac laptops, iPods
and the new iPhone 3G S. The com-
pany “is not only a heavyweight for
the technology sector, but also a
read on the consumer,” says Marc
Pado, U.S. market strategist at Can-
tor Fitzgerald. “If they’re doing
well, there’s real guts behind that.”

Analysts expect earnings of $1.16
a share, on average. For the same
quarter last year, Apple reported
earnings of $1.19 a share.

The financial health of the con-
sumer has been of renewed concern
since the beginning of July, when a
surprisingly weak jobs report reig-
nited fears of protracted economic
weakness. The jobless rate is at 9.5%
and some Federal Reserve officials
expect it to reach 10.1% by the end of
the year. Data showed a decline in
consumer sentiment in July.

Continued from first page

Bar is raised for firms in the next wave of U.S. earnings

Saakashvili is to pledge to share power and expand elections
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Up 78%Up 75% Down 24%

Stock watch | Year-to-date performance

The president said his plan was to deepen
democracy and ensure a peaceful transition
of power when he steps down in 2013. He
called hopes of joining NATO ‘almost dead.’

ABREAST OF
THE MARKET

By Yuzo Yamaguchi

TOKYO—NEC Corp. is consider-
ing raising funds to strengthen its
capital base, which has suffered dur-
ing the economic downturn, a per-
son familiar with matter said Friday.

The Japanese electrical conglom-
erate would join several Japanese
technology companies that have re-
cently moved to raise capital to im-
prove their balance sheets or spend
on research and development.

NEC hasn’t yet decided on any de-
tails such as the amount or time
frame, the person said, but media re-
ports have said the amount would
likely be around 150 billion yen

($1.60 billion). Analysts expect it to
use the money to push into new busi-
ness areas such as batteries for hy-
brid vehicles.

The news raised investor concern
overthepossibilityofNECissuingnew
shares, which could dilute its current
share value. NEC shares ended the Fri-
day session at 288 yen, down 8.9%.

“NEC’s balance sheet doesn’t
look so bad and they do not have to
raise cash, so investors have shifted
attention to the dilution concern,”
said Haruo Sato, an analyst at Tokai
Tokyo Research Center Co.

NEC shareholders’ equity ratio
stood at 20.9% at the end of March
2009, down from 28.5% a year ago.

NEC considers raising capital

ties including consumer credit regu-
lation. The Bank of England will be
given responsibility to regulate all
lenders and other financial institu-
tions, such as insurers.

The Conservative Party currently
has a clear lead in most opinion polls
over Prime Minister Gordon Brown’s
Labour Party, with an election due by
mid-2010.

When Labour took office in 1997,
Mr. Brown—Chancellor of the Exche-
quer at the time—gave the Bank of
England independence over mone-
tary policy but set up the FSA as an in-
dependent supervisory body.

The government this month laid
out its planned changes. It said the
FSA should continue to oversee the
activities of individual institutions
but divided macroprudential regula-
tion, aimed at preventing the emer-
gence of system-wide risks, between
the central bank and the FSA.

Still, parts of the Conservatives
plans mirror that already offered by
the government in its own paper.
That includes creating a committee
within the bank to monitor systemic
risks and introducing a “backstop” le-
verage ratio limiting how much
banks can lend for a given amount of
capital. Like the government, the

Conservatives also want to look at
curtailing the risk of the largest
banks by making them hold more
money back to cover potential losses.

On Sunday, Labour’s Liam Byrne,
chief secretary to the Treasury, ac-
cused Mr. Osborne and Conservative
leader David Cameron of misjudg-
ment and “inexperience,” noting the
opposition had opposed the govern-
ment’s rescue of Northern Rock PLC
in September 2007, at the start of the
crisis. “David Cameron and George
Osborne can talk all they like about
banking reform, but when it mat-
tered, they showed their inexperi-
ence and called it wrong,” he said.

Continued from first page
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Barclays’s Jenkins is leaving to set up firm
U.S. advisory venture
will focus in part
on Mideast clients

By Dana Cimilluca

LONDON—Roger Jenkins, a high-
profile executive for Barclays PLC
who played a central role in raising
billions to shore up the U.K. bank
last year, is leaving to launch his
own advisory firm, people familiar
with the matter said.

Mr. Jenkins, executive chairman
of investment banking and invest-
ment management for Barclays in
the Middle East, started talks about
a year ago to leave the bank so he
could spend more time with his wife
and young children, who live in

Southern California, the people said.
He plans to set up his own deal-

advisory firm based in the Los Ange-
les area and focusing on Middle East-
ern and other clients, the people
said. An announcement could come
as early as this week.

Mr. Jenkins, a 51-year-old Scot-
land native, was the point man on
deals Barclays struck with Persian
Gulf investors last year that ulti-
mately helped the bank avoid turn-
ing to the U.K. government for aid.

The departure of Mr. Jenkins,
one of the highest-paid executives
at the firm, comes amid an exodus of
talent from the biggest Wall Street
and City firms, as they face public
scrutiny over pay and other gover-
nance issues in the wake of the glo-
bal financial crisis.

The people familiar with the mat-
ter said Mr. Jenkins had agreed last

year to stay and help Barclays
through the crisis. A Barclays spokes-
man declined to comment and said
Mr. Jenkins was unavailable.

Mr. Jenkins joined Bar-
clays in 1978. He was part of
a group that founded Bar-
clays Capital, the firm’s in-
vestment-banking arm, in
the 1990s. Barclays Capital
developed into an invest-
ment-banking powerhouse
with the purchase last year
of the U.S. operations of Leh-
man Brothers Holdings Inc.

Until two years ago, Mr.
Jenkins ran a lucrative
group at Barclays known as
structured capital markets. The
team of lawyers and bankers
brought in hundreds of millions of
dollars for the bank, in part by advis-
ing corporate clients on complex

and controversial deals aimed at
lowering taxes. The deals, which typ-
ically use cross-border transactions
to play different countries’ tax and

accounting systems off one
another, have recently at-
tracted the scrutiny of U.K.
tax authorities.

As part of Mr. Jenkins’s
pay packages over the
years, Barclays has in-
vested millions in personal
holding companies of his.
These related-party deals
have attracted criticism
from shareholder advo-
cates, who say they
present conflicts of inter-

est for corporate executives.
Mr. Jenkins’s wife Diana, who

fled the war-torn Balkans in the
1990s, is an entrepreneur and activ-
ist known for her ties to Hollywood

celebrities. She helped Mr. Jenkins
build a relationship with Qatar
Prime Minister Sheikh Hamad bin
Jassim bin Jabor Al Thani, who over-
sees the emirate’s sovereign-wealth
fund. Last year, the Qatar Invest-
ment Authority and Abu Dhabi’s In-
ternational Petroleum Investment
Co. supplied the bulk of a £7 billion
($11.44 billion) capital injection that
allowed Barclays to bolster a balance
sheet weakened by the credit crisis.

Mr. Jenkins also oversaw an ef-
fort earlier this year to raise cash by
selling iShares, a unit of the bank’s
giant investment arm Barclays Glo-
bal Investors, to European private-
equity firm CVC Capital Partners.
Barclays ultimately scrapped that
plan, opting instead to sell all of BGI
to U.S. money-management giant
BlackRock Inc. in a deal valued at
$13.5 billion.

LEADING THE NEWS

Villagers attacked the Taliban in
eastern Afghanistan, a rare instance
of locals turning on insurgents after
being promised aid money and secu-
rity by the government.

Friday’s confrontation was wel-
comenewsfor Afghanand U.S. author-
ities in what is shaping up to be one of
the bloodiest months for the U.S-led
coalition since the start of the war.

Tribesmen in Nangarhar, a prov-
ince in the east, broke ties with the
Taliban after being promised devel-
opment money and security at a pair
of meetings with Afghan officials in
recent months, a strategy that Amer-
ican and Afghan authorities have
tried in other parts of Afghanistan
with limited success.

The fighting in Nangarhar, which
was reported over the weekend, be-
gan after Taliban fighters at-
tempted to kidnap an Afghan army
officer in the Achin district, wit-
nesses said. The officer escaped and
took refuge among villagers, who re-
fused to turn him over to insurgents.

The Taliban then attacked,
prompting a firefight with the villag-
ers, who killed three insurgents and
captured 11, said provincial spokes-
man, Ahmad Zia Abdulzai. Nearly a
half-dozen villagers who witnessed
the fighting confirmed his account.

The villagers handed over 10 pris-
oners to authorities and kept one in
hopes of exchanging him for a tribes-
man being held by the Taliban, Mr.
Abdulzai said.

Until recently, there was strong
support in the area for the Taliban and
an allied insurgent group, Hizb-i-Isl-
ami Khalis, say members of the domi-
nant tribe in the area, the Shinwaris.

But the government “told us that
if we don’t stop harboring the Tali-
ban, the Americans will bomb us,”
said Ismat Shinwari, an elder who at-
tended a meeting of tribal elders
and provincial officials two months
ago. “Our district and village has
been frequently attacked by Ameri-
can and Afghan forces.”

Afghan officials also promised
money for building roads, schools
and clinics. It isn’t clear whether Fri-
day’s clash signals that U.S. and Af-
ghan authorities can peel off more
tribesmen from the Taliban.

Roger Jenkins

By Anand Gopal in Kabul
and Matthew Rosenberg
in New Delhi

Aid pledges turn
Afghan villagers
against Taliban

T H E WA L L ST R E ET JO U R NA L . MONDAY, JULY 20, 2009 3

Madoff’s new hometown has little sympathy
Rumor has it prison
serves inmates steak;
cable TV as a luxury

U.S. will step up fight against H1N1 flu as school starts

By Ansley Haman

And Valerie Bauerlein

BUTNER, N.C.—What will Ber-
nard Madoff’s new life be like in the
federal prison here? It wouldn’t be
very comfortable if Denise Pipkin
had anything to say about it.

Ms. Pipkin, 49 years old, runs the
Trading Post pawn shop, a busy gath-
ering place in this small recession-
battered town. She’s miffed that the
disgraced financier, who on Tues-
day began serving his 150-year sen-
tence, will have access to cable TV in
prison, which she considers a lux-
ury. To her, Mr. Madoff represents
the Wall Street excesses that led to
Main Street’s woes.

“They’re talking about all these
bailouts, but my sister’s about to
lose her house,” Ms. Pipkin said. “No-
body’s bailing her out.”

Dan Fisher, a 78-year-old retiree,
is offended that taxpayers have to
pay for Mr. Madoff’s imprisonment.
“He ‘made off’ with a lot of people’s
money,” Mr. Fisher said. “They do
have to feed him for 150 years, if he
makes it.”

A rumor floating around the
pawn shop, and the barber shop,
and the BBQ Barn, is that prisoners
regularly eat steak and seafood. But

Greg Norton, a spokesman for But-
ner Federal Correctional Center,
said inmates are fed very economi-
cally, at a cost of about $2.70 a day
for three meals. Mr. Norton said in-
mates have access to a handful of ca-
ble stations, like the Discovery Chan-
nel, in common areas.

Prison officials wouldn’t comment
on Mr. Madoff. But he likely spent the
first few days of his sentence at the
medium-security facility undergoing
medical and psychological assess-
ments and an orientation, according
to a former prison employee.

Once settled, Butner prisoners

are expected to be up at 6 a.m. week-
days, ready to work a 7µ-hour day,
officials said. Jobs include painting,
cafeteria work and plumbing, Mr.
Madoff’s profession before he be-
came an investor. Inmates can make
from 12 cents to 40 cents an hour, to
be spent at the commissary.

On weekends, Mr. Madoff can
spend time in the recreation yard,
walking on the track or perhaps play-
ing softball against a local church-af-
filiated team. Inmates can have no
more than three adult visitors at a
time and as few as four a month, ac-
cording to prison officials.

Mr. Madoff’s lawyers lobbied for
him to be placed in a facility closer to
his New York City home. Still, Butner
is likely a welcome change from Man-
hattan’s Metropolitan Correctional
Center, where the 71-year-old Mr.
Madoff spent four months “in a cell
for 23 hours a day,” said Herb Hoe-
lter, a prison consultant who advised
the ex-financier on his transition.

Family members of federal pris-
oners have good things to say about
Butner, describing it as free of the
roaches and rats they say plague
other federal facilities. They say in-
mates are allowed to receive maga-
zines directly from publishers and
books ordered on their behalf from
Amazon.com and other outlets.

A spokesman for the federal Bu-
reau of Prisons said that all of its in-
stitutions adhere to the highest lev-
els of sanitation.

A building in the Butner prison
complex is the first in the federal sys-
tem to be certified by the Green
Building Council’s Leadership in En-
ergy and Environmental Design pro-
gram. All Butner housing units are
air-conditioned and named for local
universities like Duke and the Uni-
versity of North Carolina at Chapel
Hill. Inmates are regularly subjects
of research projects and volunteer
efforts from the nearby schools.

Dan Ariely, a Duke professor who
published an article on cheating in
the March issue of the journal Psy-
chological Sciences, is thrilled to
have one of history’s most famous
con men just 22 kilometers from the

Durham, N.C., campus. He hopes to
interview Mr. Madoff in prison about
the $65 billion investment scheme
that wrecked major financial players
and crushed family fortunes.

“I would mostly want to know
how it started,” Mr. Ariely said.

But many residents of Butner, a
rural town of 7,500 people where
tractors are a common sight on the
two-lane road leading to the prison,
aren’t as excited. The unemploy-
ment rate in Granville County hov-
ers around 11%, the state average.

A recently built industrial park
has been empty for 18 months. Most
of those who have jobs work at one
of 18 state and federal facilities, in-
cluding the prison complex, a state
mental hospital and a National
Guard training ground.

The Butner Church Council is
struggling to keep pace with de-
mand for donated food. Cutbacks in
state funding are expected to close a
nearby minimum-security state
prison that employs 43 people.

Butner Councilman Elbert
“Spooky” Oakley, owner of Butner
Barber & Style, doesn't expect to run
into Mr. Madoff’s wife, Ruth Madoff,
should she visit the correctional fa-
cility, because most prison visitors
come to town on Sundays when busi-
nesses are closed. If prison visitors
do stop in town, it’s usually only to
ask how to get to the prison, he said.

“You give them directions and
you don’t say a word,” he said.
 —Amir Efrati

contributed to this article.
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Elbert ‘Spooky’ Oakley, shown cutting hair at Butner Barber & Style on Friday,
says he doesn’t expect to see Bernard Madoff’s wife. Most prison visitors come
through town on Sundays, when businesses are closed.

By Betsy McKay

U.S. health officials are preparing
intensively to combat an anticipated
wave of outbreaks of the new H1N1
flu when children return to school
and the pace of cases picks up.

Identified by scientists just three
months ago, the new swine-flu virus
has reached nearly every country,
spreading tenaciously with what the
World Health Organization this week
called “unprecedented speed.”
Rather than die down in the summer
as some experts initially expected, it
is continuing to proliferate even in
countries like the U.S. and U.K. that
are in the full bloom of summer, when
the march of influenza normally
slows down. It is also spreading rap-
idly in the Southern Hemisphere.

Anne Schuchat, chief of immuniza-
tion and respiratory diseases at the
U.S. Centers for Disease Control and
Prevention, said Friday that the
agency expects an increase in cases
before the normal start of the flu sea-
son in midautumn because children
are likely to spread it to one another
once they go back to school. Infec-
tious diseases normally spread
readily among children, and this vi-
rus has hit children and young adults
harder than the elderly, who nor-
mally suffer the heaviest toll from flu.

“We’ve seen it in camps and mili-
tary units,” Dr. Schuchat said. “I’m
expecting when school reopens and
kids are all back together, in some
communities at least we may see an
increase.”

The number of confirmed U.S. in-
fections is now 40,617, with 263
deaths, the CDC said Friday. But the
agency believes that more than one
million people have been infected
and weren’t tested for the virus or
didn’t visit a doctor. The disease has
become so widespread that the
agency will probably suspend tally-

ing individual case counts within the
next few weeks and focus instead on
tracking clusters, severe cases,
deaths and other unusual events—a
more traditional approach to track-
ing diseases, Dr. Schuchat said.

The CDC would be following the
WHO, which said Thursday that it is
abandoning individual case counts.

Most of those who have the new
flu get only mildly ill for a few days
and don’t need treatment. But offi-

cials are concerned about the virus
because it is new and could easily
mutate and become more virulent
as it spreads through the popula-
tion. Argentina declared a nation-
wide animal-health emergency Fri-
day after finding the virus possibly
jumped from humans to two pig
herds, a development that flu ex-
perts say could potentially spur mu-
tations. The country’s death toll
from the virus stands at 137.

Global officials are also con-
cerned because the new H1N1 virus
has caused severe illness in some
children and young people. Some re-
cently published studies suggest it
can cause more severe illness than
seasonal flu. Deaths from flu are nor-
mally rare among children and
young adults, who account for the
bulk of the U.S. deaths from the pan-
demic strain. Nor is it clear why the
virus is striking pregnant women, as

well as people with asthma, diabe-
tes and other conditions hard.

To combat the virus, federal offi-
cials are preparing to mount a mas-
sive immunization campaign, and
are also urging communities, busi-
nesses and individuals to make con-
tingency plans for possible school
closures, multiple employee ab-
sences for illness, surges of patients
in hospitals and other effects of po-
tentially widespread outbreaks.
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By Thomas Catan

And Jason Sinclair

MADRID—A Spanish court found
that César Alierta, chairman of
Telefónica SA, enriched himself
through insider trading before he
joined the telecom company, but it
acquitted him on the ground that the
statute of limitations had run out.

Friday’s verdict sets up a fresh
battle in Spain’s Supreme Court,
which could extend the statute of
limitations. It also raises questions
about Mr. Alierta’s future at Eu-
rope’s largest telecom company.

The verdict is the most-recent
chapter in a decadelong legal drama
involvingone ofSpain’s most power-
ful and admired businessmen. Many
investors view Mr. Alierta, 64 years
old, as central to Telefónica’s suc-
cess—and to its stock-market value.
He has a tight grip on the company
and no obvious successor.

Telefónica declined to comment
on the verdict or on whether the rul-
ing would affect Mr. Alierta’s posi-
tion there. The prosecutor had been
seeking a 4µ-year jail sentence for
the executive.

The alleged insider trading took
place in 1997, when Mr. Alierta was
chairman of Spain’s state-owned to-
bacco company, Tabacalera SA.

That year, he set up an investment
vehicle with his wife and funded it
with a Œ2.4 million ($3.4 million) loan

from a bank where he had previously
been a senior employee. Weeks later,
he transferred the vehicle to his
28-year-old nephew, Luis Placer.

Shortly after that, Mr. Placer be-
gan to buy shares in Tabacalera at the
same time that Mr. Alierta was negoti-
ating major market-moving deals, in-
cluding the purchase of U.S. cigar
maker Havatampa Inc. The court said
in its ruling that Mr. Placer, “knowing
the impact that the announcement of
the purchase of Havatampa would
have on the market,” bought and sold
shares in the company and made a
Œ1.86 million profit.

The court ruled that Mr. Alierta
and hisnephew jointly decided to en-
rich themselves by taking advantage
of market-sensitive information in
Mr. Alierta’s possession. It was a
“proven fact,” the three-judge panel
wrote in their decision, that Mr.
Alierta “devised a way of taking ad-
vantage of his knowledge of certain
substantial facts relating to the
stock market, of the operations that
were goingtooccurandtherepercus-
sionthat they wouldhaveon the mar-
ket to obtain a considerable profit.”

Both men denied the charges in
court.

If appealed, as expected, the
next phase of the case is likely to
hinge on the question of whether
Mr. Alierta’s alleged insider trading
harmed the public interest.

The Madrid court found that the

conduct of Mr. Alierta and his
nephew “would have constituted
the elements of the crime ... of use of
privileged information.” But be-
cause more than five years had
elapsed between the alleged crime
and the formal charges being pre-
sented, the court said it was com-
pelled to dismiss the charges.

The prosecutor argues that the al-
leged insider trading harmed the in-
terests of the investor community. If
that argument is accepted by the Su-
preme Court on appeal, the statute
of limitations would be extended to
10 years, and the case could proceed.

Spain’s anticorruption prosecu-
tor’s office said on Friday it was
studying the ruling and would an-
nounce whether it would appeal
within the allotted five working days.

In its ruling, the court shot down
many of the defense’s principal argu-
ments. Mr. Alierta’s lawyers said he
had set up the investment vehicle at
the urging of an investment adviser
but then changed his mind about
owning it. The court said it found
that argument “unconvincing.”

Mr. Alierta also emphatically told
the court that he didn’t buy a single
share in Tabacalera during the pe-
riodin question, either directly orin-
directly. In its ruling, however, the
court swept aside the arguments
that Mr. Placer had bought the Taba-
calera shares for himself and not at
his uncle’s behest.

Telefónica Chairman César Alierta, left, in court over insider-trading charges in
April. The court acquitted Mr. Alierta, saying the statute of limitations had expired.

General Motors CEO Frederick ‘Fritz’ Henderson is to respond to Tell Fritz online messages starting Wednesday.

Alierta acquittal sets up new fight

By John D. Stoll

DETROIT—General Motors Co.
Chief Executive Frederick “Fritz”
Henderson is launching a public-re-
lations salvo this week, activating
an online suggestion box called Tell
Fritz.

The initiative, part of a wider as-
sault the auto maker is waging to re-
pair its tattered image, is designed
to enable the 50-year-old executive
to further distance himself from
what has become known as the Old
GM, or the auto maker that existed
before Mr. Henderson steered the
company through bankruptcy court
in the U.S. in about 40 days.

Mr. Henderson created the effort
in the week leading to the auto mak-
er’s July 10 emergence from bank-
ruptcy protection, after having dis-
cussions with expert bloggers about
how to rebuild trust with the public.

“Fritz seems ready to step in re-
ally close to consumers by going off
script,” said Chris Brogan, a social-
media expert who is president of
New Marketing Labs in Boston. Mr.
Brogan and Mr. Henderson traded
strategies during a casual 25-minute
meeting in the automotive execu-
tive’s Detroit office prior to GM’s
June 1 bankruptcy filing. Mr. Brogan
wasn’t paid for the advice.

Mr. Henderson is planning vari-
ous ways to remain the face of GM’s
turnaround effort, including a con-
sistent string of media interviews
and monthly national road shows
starting in August, during which he
plans to meet with dealers and inter-
act with customers.

Tell Fritz harkens back to a strat-
egy that Lee Iacocca followed dur-
ing the early 1980s as the then-CEO
of Chrysler Corp., which had relied

on loan guarantees to stay afloat.
Back then, Mr. Iacocca, finding

himself an object of national scorn,
took advantage of his notoriety by
speaking directly to the American
people in advertisements, inter-
views and a best-selling book. His
mantra—“If you can find a better
car, buy it”—and his plain-spoken
style are credited with fueling
Chrysler’s turnaround.

In a May interview, Mr. Hender-
son said “the lessons of Lee Iacoc-
ca’s leadership are very valuable to-
day.”

GM spokeswoman Katie McBride
played down the suggestion the ex-
ecutive is simply ripping a page
from Mr. Iacocca’s playbook. “I

think it’s just ripping a page from
Fritz Henderson,” she said, adding
that Mr. Henderson built a career
out of personal interactions with
consumers, investors and dealers
on several continents, including
Asia, Europe and South America.

Since first asking for financial as-
sistance from Washington in late
2008, GM has ramped up its effort to
better engage with the public. Web
sites such as “GM Facts and Fic-
tion,” the “Fastlane” blog and “GM
Reinvention” have attempted to
give a more transparent glimpse of
the auto maker.

Mr. Henderson and other GM exec-
utives have hosted live Web chats.
During one session, he dubbed some

of GM’s brands “consistently unprof-
itable” and promised “significant
change” in the company’s leadership.

The unscripted style hasn’t gone
without missteps.

Last week longtime GM execu-
tive Bob Lutz, recently appointed to
head marketing, made headlines
while conducting a live blog session
during which he said the company
was considering saving the Pontiac
G8 sedan by giving the car to Chevro-
let and calling it the Caprice.

Mr. Henderson told reporters the
next day that Mr. Lutz spoke out of
turn. By the end of the week,
Mr. Lutz had issued a public retrac-
tion on his blog, Fastlane. “Upon fur-
ther review and careful study, we

cannot make a business case for
such a program,” he wrote in a post.

Mr. Henderson’s attempt to build
a cozier public image is a clear depar-
ture from his predecessor, Rick Wag-
oner. Mr. Wagoner, dismissed from
his duties in March by the Obama ad-
ministration, employed a “deeds
not words” strategy when it came to
communication. Under his leader-
ship, GM lost considerable market
share, burned through tens of bil-
lons of dollars in cash and saw its
stock price plummet.

GM’s new chairman, former AT&T
Chief Executive Edward Whitacre,
has told executives that fixing GM’s
image is a top priority, and he plans to
be intimately involved in that effort,
a person close to Mr. Whitacre said.

“People are concerned and frus-
trated with General Motors,” said
Ms. McBride, the GM spokeswoman.
“So how we go about putting a face
on GM is important, [and] building a
relationship is important.”

Tell Fritz, loosely modeled on
Twitter messaging, will be housed
on GM’s so-called Reinvention Web
site, allowing the public to lodge
comments, compliments and com-
plaints with Mr. Henderson in mes-
sages of 255 characters or fewer. GM
conducted a so-called soft launch of
Tell Fritz over the weekend, collect-
ing 238 messages for Mr. Henderson
by 1 p.m. Sunday. He is to begin pub-
lic replies on Wednesday.

The executive, known for putting
in long hours and sending emails
and text messages late into the
night, plans to review and respond
to certain messages upon “arriving
at the office or before he goes to
bed,” said Christopher Barger, who
heads GM’s internal blogging ef-
forts. “We know we’ve got a lot of
reputational repair to do,” he said.

GM’s chief reaches out on the Internet
Henderson will use Tell Fritz, an online suggestion box, in effort to repair car maker’s image; echoes of Iacocca
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Astronaut Edwin ‘Buzz’ Aldrin Jr. poses on the moon before the U.S. flag, July 20, 1969.

Lunar landing energized U.S. space program

NASA’s mission: simulating moon dust
Scientists search for a solution to pesky particulate that ‘gets into everything’; not enough on Earth to go around
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By Cynthia Crossen

In Houston, the screen in the
Apollo mission control room
showed the text of President John F.
Kennedy’s vow that Americans
would walk on the moon before the
end of the 1960s. Projected under it
were the words, “Task Accom-
plished, July 1969.”

It was July 20, and Neil Arm-
strong and Edwin “Buzz” Aldrin had
just sunk their feet into the gray lunar
dust at the Eagle’s landing site. They
were some 384,000 kilometers from
home, but more than half a billion
earthlings were watching or listening
as the two tried to adjust to the sights

and airlessness of this mystical land.
All around them, Mr. Aldrin said, was
“magnificent desolation.”

For more than two hours, the two
took pictures, collected geologic sam-
plesand eventuallysucceeded inplant-
ing the American flag in the moon’s in-
hospitable soil. Then they got home
safely. These men—and the hundreds
of thousands of scientists, engineers
and managers who had made the
moon landing possible—had accom-
plishedone ofthe most audacious mis-
sions in the annals of exploration.

Mr. Armstrong, Mr. Aldrin and a
third astronaut, Michael Collins,
had blasted out of Cape Kennedy
four days earlier, orbited the Earth

and moon, and then, for the first
time in history, made a (barely) con-
trolled landing on a lunar plain.

The people of a moon-mad world
breathed a sigh of relief and felt in-
toxicated by their own humanity. Af-
ter Mr. Armstrong’s small step and
giant leap, it seemed possible that if
man could walk on the moon, man
could do anything.

There were always critics of the
$25 billion “moondoggle.” President
Kennedy answered them in a 1962
speech at Rice University. “Many
years ago,” he said, “the great British
explorer George Mallory, who was to
die on Mount Everest, was asked why
did he want to climb it. He said,

‘Because it is there.’ Well, space is
there, and we’re going to climb it, and
the moon and the planets are there,
and new hopes for knowledge and
peace are there.”

Another reason for President
Kennedy’s enthusiasm was that a
Russian cosmonaut, Yuri Gagarin,
had orbited the earth in April 1961,
the first man in space. In the
mid-1960s, Congress was willing to
spend $6 billion a year leapfrogging
over the Soviet Union to the moon.

But the public wasn’t convinced:
One month before Apollo 11
launched, an opinion poll found that
56% of respondents didn’t want
their tax dollars used for a space pro-

gram. But the Vietnam War, antipov-
erty programs and a recession made
lunar exploration a luxury—the
Apollo program, which had put 12
men on the moon, ended in 1972.

Mr. Armstrong, for one, didn’t
think the space program was dead.
“We don’t have the option any
longer to say yes or no to it,” he said.
“We only have the option to say
when.” And in a 2001 interview, he
counted himself among the luckiest
men on Earth: “Looking back, we
were really very privileged to live in
that thin slice of history where we
changed how man looks at himself,
and what he might become and
where he might go.”

By Stephanie Simon

NASA is again shooting for the
moon, but before a manned mission
can get off the ground, scientists
must solve a vexing technological
challenge: dust.

As the Apollo 11 astronauts
found out when they walked onto
the moon 40 years ago Monday, lu-
nar dust is downright treacher-
ous. To the naked eye, it looks pow-
dery, almost fluffy. But each parti-
cle is jagged. Dust scratched the as-
tronauts’ visors, ground into the
joints of their spacesuits, clogged
their equipment, and—after they
inadvertently tracked it into their
living quarters—lodged in their
lungs.

“It gets into everything,” says
Jeff Hanley, who manages NASA’s
next-generation rocket program.
“Dust is one of the biggest chal-
lenges we face.”

And yet now, with NASA prepar-
ing to set up a lunar outpost by
2020, researchers are clamoring for
the stuff. Some need it to conduct
medical and equipment tests. Other
scientists hope to study the lunar
soil to see if it can be turned into
bricks or smoothed into roads. A
still more ambitious goal: figuring
out how to use solar energy to ex-
tract the oxygen molecules bound
up in the soil.

Add all these research demands
together, and NASA will need 500
tons of the heavenly dust, maybe
more. And that is a problem. Over
several missions, the Apollo astro-
nauts brought back a grand total of
227 pounds of lunar dust and soil.
Those samples, said to smell ever so
faintly like gunpowder, are stored in
a vault at the Johnson Space Center
in Houston. To get access, scientists
must petition a NASA committee on
extraterrestrial materials. If they
are approved, they are lucky to get a
sample the size of a couple of aspi-
rins. One eminent geologist once
got a sample that consisted of six
specks.

“It’s a national treasure,” ex-
plains Carole McLemore, a NASA
project manager. “So many people
need moon dirt, and there’s just not
enough to go around.”

NASA’s solution? Fake it.
Ms. McLemore helps run a $19

million project to fabricate what
NASA calls “high-fidelity” lunar sim-
ulant. The process can be as compli-
cated as, well, rocket science.

That is because moon dust is not
at all like its earthly cousin. The
moon is under constant bombard-
ment by micrometeorites, which
smash into the surface at tremen-
dous speed, generating an intense
heat that fuses dust particles to-
gether and melts the component
minerals into bits of glass.

When Neil Armstrong and Buzz
Aldrin planted the American flag on
the moon on July 20, 1969, dust al-
most ruined the photo op. Com-
pacted dust made the particles inter-
lock like a jigsaw puzzle, forming a
rock-hard layer that the flagpole
could barely penetrate.

Efforts to re-create moon dust

are not unprecedented. In 1993,
Texas geologist James Carter devel-
oped a simulation of lunar soil,
called JSC-1, by milling volcanic cin-
ders collected from the Merriam Cra-
ter near Flagstaff, Ariz. The mineral
content was a good match— and
JSC-1 was widely used in NASA re-
search—but the particles didn’t
have the quantity of jagged edges
that make real moon dust such a men-
ace. Mr. Carter refined the grinding
process in 2007 and is now making a
version with a bit more of a bite.

He likes to take the ersatz lunar
dust to grade schools to show kids.
“They come up and want my auto-
graph,” he says.

But JSC-1 was designed to re-
semble the chemical composition
of the basalt rock in the lunar val-
leys— the dark patches visible on
the moon. The next lunar landings
are likely to be in the white
patches, known as the highlands.
Those are very different in chemi-
cal composition and contain more
fragments melted by the heat of
meteor impact.

So NASA and the U.S. Geological
Survey teamed up to scour the
globe—or, actually, the scientific
literature on composition of rocks
around the globe—for a spot that
mimics the lunar highlands. In
2006, they found it around a work-

ing platinum mine in Nye, Mont.,
near Yellowstone National Park.

“It’s as good as it gets,” says
Doug Stoeser, co-chief of the federal
lunar simulant project.

Every year, Mr. Stoeser super-
vises a field trip to the Stillwater
Mine to collect up to 12 tons of
rocks and mine waste. He then has
it trucked to Denver, where it is pul-
verized into smooth, rounded
grains. Still, the resulting parti-
cles are nothing like the irregular
glassy ones found on the moon.

Next stop for the stuff: a small
engineering firm with a bare-
bones office in Boulder, Colo.
called Zybek Advanced Products
Inc. A few years ago, in a bid to re-
duce the days-long processing
time for making certain forms of fi-
berglass, owner Michael Wein-
stein invented a plasma furnace ca-
pable of burning incredibly hot.

The furnace wheezes like an ag-
ing jet engine and looks alarmingly
Rube Goldbergesque—all tubes and
wires and banged-up sheets of
metal. But with two blindingly
white, criss-crossing plasma rays, it
can concentrate one megawatt of en-
ergy on a surface the size of a dinner
plate.

All that energy produces an as-
tounding heat, topping 30,000 de-
grees Fahrenheit. By comparison,
the surface of the sun is thought to
be about 10,000 degrees Fahren-
heit. “It can pretty much melt any-
thing,” says Mr. Weinstein of his
furnace.

Mix the right blend of minerals
and crumbled rock, zap it in the fur-
nace for 1.5 seconds and—voila! A
red-hot molten mess shot through
with glassy globules known as ag-
glutinate, common on the moon
but rare on Earth. When it cools,
Mr. Weinstein pummels it in a spe-
cial mill that rips apart the parti-
cles with violent sonic booms, turn-
ing it into jagged-edged moon dust
that he sells to NASA and indepen-
dent researchers for about
$35,000 a ton.

Lunar curator Judy Allton, who
works at the Johnson Space Center,
says she welcomes the innovation of
the moon-dust simulant. Yet there is
a wistful note in her voice as she
talks about the decades she spent
painstakingly sifting through the
genuine lunar samples brought back
by Apollo astronauts.

“It was really gorgeous,” she
says. “Like jewels.”
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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.

2.66% 13 World -a % % 188.69 0.24%–26.9% 4.70% 11 U.S. Select Dividend -b % % 525.95 –0.50% –22.5%

2.21% 14 Global Dow 1110.50 0.37% –22.5% 1664.23 0.34% –31.0% 4.51% 15 Infrastructure 1250.50 0.03% –14.9% 1682.20 0.00% –24.3%

3.37% 26 Stoxx 600 210.70 0.39% –24.9% 222.01 0.36% –33.2% 1.79% 7 Luxury 713.20 0.24% –14.2% 853.18 0.21% –23.7%

3.53% 17 Stoxx Large 200 226.50 0.41% –25.1% 237.38 0.38% –33.3% 6.69% 5 BRIC 50 345.60 2.23% –17.8% 464.95 2.20% –26.8%

2.54% -17 Stoxx Mid 200 192.20 0.37% –23.7% 201.42 0.34% –32.1% 4.46% 11 Africa 50 691.10 0.06% –26.5% 618.99 0.03% –34.6%

2.74% -28 Stoxx Small 200 119.30 0.02% –24.5% 125.01 –0.01% –32.8% 3.71% 6 GCC % % 1325.18 –0.08% –52.2%

3.35% 19 Euro Stoxx 228.40 0.45% –27.3% 240.74 0.42% –35.3% 3.32% 12 Sustainability 698.90 0.31% –20.7% 832.62 0.28% –29.4%

3.51% 14 Euro Stoxx Large 200 243.60 0.47% –27.6% 255.16 0.44% –35.5% 2.53% 12 Islamic Market -a % % 1648.69 0.47% –24.2%

2.58% -12 Euro Stoxx Mid 200 213.50 0.37% –26.1% 223.53 0.34% –34.2% 2.82% 12 Islamic Market 100 1503.90 0.42% –11.3% 1816.08 0.39% –21.1%

2.82% 16 Euro Stoxx Small 200 129.90 0.26% –25.0% 135.90 0.24% –33.3% 2.82% 12 Islamic Turkey -c % % % %

5.96% 8 Stoxx Select Dividend 30 1167.50 0.25% –30.8% 1409.81 0.23% –38.4% 2.12% 12 DJ U.S. TSM % % 9634.82 –0.09% –25.0%

5.19% 9 Euro Stoxx Select Div 30 1357.20 –0.03% –37.8% 1645.25 –0.06% –44.6% % DJ-UBS Commodity 117.40 1.66% –36.7% 120.29 1.63% –43.6%

*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 5 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 1.2484 2.0380 1.1579 0.1591 0.0393 0.1951 0.0133 0.3197 1.7617 0.2366 1.1185 ...

 Canada 1.1162 1.8222 1.0352 0.1422 0.0351 0.1744 0.0119 0.2858 1.5751 0.2115 ... 0.8941

 Denmark 5.2764 8.6140 4.8939 0.6724 0.1660 0.8245 0.0561 1.3512 7.4461 ... 4.7273 4.2267

 Euro 0.7086 1.1569 0.6573 0.0903 0.0223 0.1107 0.0075 0.1815 ... 0.1343 0.6349 0.5676

 Israel 3.9050 6.3751 3.6219 0.4976 0.1229 0.6102 0.0415 ... 5.5107 0.7401 3.4986 3.1281

 Japan 94.0800 153.5903 87.2606 11.9885 2.9604 14.7006 ... 24.0922 132.7657 17.8303 84.2897 75.3628

 Norway 6.3998 10.4479 5.9359 0.8155 0.2014 ... 0.0680 1.6389 9.0313 1.2129 5.7338 5.1265

 Russia 31.7790 51.8808 29.4755 4.0496 ... 4.9657 0.3378 8.1380 44.8465 6.0229 28.4720 25.4566

 Sweden 7.8475 12.8114 7.2787 ... 0.2469 1.2262 0.0834 2.0096 11.0744 1.4873 7.0309 6.2862

 Switzerland 1.0782 1.7601 ... 0.1374 0.0339 0.1685 0.0115 0.2761 1.5215 0.2043 0.9660 0.8637

 U.K. 0.6125 ... 0.5681 0.0781 0.0193 0.0957 0.0065 0.1569 0.8644 0.1161 0.5488 0.4907

 U.S. ... 1.6325 0.9275 0.1274 0.0315 0.1563 0.0106 0.2561 1.4112 0.1895 0.8959 0.8010

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

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

Corn (cents/bu.) CBOT 331.50 6.25 1.92% 707.00 302.00
Soybeans (cents/bu.) CBOT 923.50 33.50 3.76 1,557.50 670.00
Wheat (cents/bu.) CBOT 541.75 8.50 1.59 1,072.00 512.00
Live cattle (cents/lb.) CME 91.950 0.525 0.57 118.500 81.250
Cocoa ($/ton) ICE-US 2,762 85 3.18 3,237 1,950
Coffee (cents/lb.) ICE-US 118.70 3.05 2.64 183.30 109.00
Sugar (cents/lb.) ICE-US 17.30 –0.09 –0.52% 18.09 11.05
Cotton (cents/lb.) ICE-US 64.06 0.60 0.95 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,131.00 100 4.92 3,637 1,425
Cocoa (pounds/ton) LIFFE 1,773 66 3.87 1,985 1,177
Robusta coffee ($/ton) LIFFE 1,456 43 3.04 2,324 1,250

Copper (cents/lb.) COMEX 242.30 3.35 1.40 375.35 129.55
Gold ($/troy oz.) COMEX 937.50 2.10 0.22 1,020.70 724.60
Silver (cents/troy oz.) COMEX 1340.30 16.80 1.27 2,009.00 886.00
Aluminum ($/ton) LME 1,699.00 42.00 2.53 3,077.00 1,288.00
Tin ($/ton) LME 12,950.00 –75.00 –0.58 23,550.00 9,750.00
Copper ($/ton) LME 5,232.00 2.00 0.04 8,225.00 2,815.00
Lead ($/ton) LME 1,621.00 2.00 0.12 2,225.00 870.00
Zinc ($/ton) LME 1,545.50 12.00 0.78 1,915.00 1,065.00
Nickel ($/ton) LME 15,950 30 0.19 21,195 9,000

Crude oil ($/bbl.) NYMEX 64.58 1.52 2.41 142.60 44.28
Heating oil ($/gal.) NYMEX 1.6758 0.0410 2.51 4.0400 1.2589
RBOB gasoline ($/gal.) NYMEX 1.7614 0.0552 3.24 3.0875 1.1450
Natural gas ($/mmBtu) NYMEX 3.816 0.003 0.08 12.059 3.366
Brent crude ($/bbl.) ICE-EU 65.38 1.63 2.56 134.00 44.13
Gas oil ($/ton) ICE-EU 534.25 11.50 2.20 1,086.00 411.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on July 17
Per In

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

Argentina peso-a 5.3731 0.1861 3.8075 0.2626

Brazil real 2.7209 0.3675 1.9281 0.5187
Canada dollar 1.5751 0.6349 1.1162 0.8959

1-mo. forward 1.5749 0.6349 1.1160 0.8960
3-mos. forward 1.5746 0.6351 1.1158 0.8962
6-mos. forward 1.5741 0.6353 1.1154 0.8965

Chile peso 750.12 0.001333 531.55 0.001881
Colombia peso 2830.66 0.0003533 2005.85 0.0004985
Ecuador US dollar-f 1.4112 0.7086 1 1
Mexico peso-a 18.9863 0.0527 13.4540 0.0743
Peru sol 4.2456 0.2355 3.0085 0.3324
Uruguay peso-e 32.698 0.0306 23.170 0.0432
U.S. dollar 1.4112 0.7086 1 1
Venezuela bolivar 3.03 0.330004 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7617 0.5676 1.2484 0.8011
China yuan 9.6408 0.1037 6.8317 0.1464
Hong Kong dollar 10.9369 0.0914 7.7501 0.1290
India rupee 68.6760 0.0146 48.6650 0.0205
Indonesia rupiah 14331 0.0000698 10155 0.0000985
Japan yen 132.77 0.007532 94.08 0.010629

1-mo. forward 132.72 0.007535 94.05 0.010633
3-mos. forward 132.63 0.007540 93.98 0.010640
6-mos. forward 132.44 0.007551 93.85 0.010656

Malaysia ringgit-c 5.0316 0.1987 3.5655 0.2805
New Zealand dollar 2.1915 0.4563 1.5529 0.6440
Pakistan rupee 115.860 0.0086 82.100 0.0122
Philippines peso 67.653 0.0148 47.940 0.0209
Singapore dollar 2.0457 0.4888 1.4496 0.6898
South Korea won 1777.27 0.0005627 1259.40 0.0007940
Taiwan dollar 46.400 0.02155 32.880 0.03041
Thailand baht 48.058 0.02081 34.055 0.02936

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

Euro zone euro 1 1 0.7086 1.4112
1-mo. forward 1.0000 1.0000 0.7086 1.4113
3-mos. forward 1.0000 1.0000 0.7086 1.4112
6-mos. forward 1.0000 1.0000 0.7086 1.4113

Czech Rep. koruna-b 25.905 0.0386 18.357 0.0545
Denmark krone 7.4461 0.1343 5.2764 0.1895
Hungary forint 275.13 0.003635 194.97 0.005129
Norway krone 9.0313 0.1107 6.3998 0.1563
Poland zloty 4.3338 0.2307 3.0710 0.3256
Russia ruble-d 44.847 0.02230 31.779 0.03147
Sweden krona 11.0744 0.0903 7.8475 0.1274
Switzerland franc 1.5215 0.6573 1.0782 0.9275

1-mo. forward 1.5209 0.6575 1.0778 0.9278
3-mos. forward 1.5197 0.6580 1.0769 0.9286
6-mos. forward 1.5172 0.6591 1.0751 0.9301

Turkey lira 2.1527 0.4645 1.5255 0.6555
U.K. pound 0.8644 1.1569 0.6125 1.6325

1-mo. forward 0.8645 1.1568 0.6126 1.6324
3-mos. forward 0.8646 1.1566 0.6126 1.6323
6-mos. forward 0.8646 1.1566 0.6127 1.6322

MIDDLE EAST/AFRICA
Bahrain dinar 0.5320 1.8796 0.3770 2.6526
Egypt pound-a 7.8763 0.1270 5.5813 0.1792
Israel shekel 5.5107 0.1815 3.9050 0.2561
Jordan dinar 1.0005 0.9995 0.7090 1.4104
Kuwait dinar 0.4057 2.4648 0.2875 3.4783
Lebanon pound 2127.38 0.0004701 1507.50 0.0006634
Saudi Arabia riyal 5.2923 0.1890 3.7502 0.2667
South Africa rand 11.4192 0.0876 8.0919 0.1236
United Arab dirham 5.1833 0.1929 3.6730 0.2723

SDR -f 0.9088 1.1003 0.6440 1.5528

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 600 210.67 0.81 0.39% 7.0% –24.9%

 14 DJ Stoxx 50 2158.77 9.34 0.43 4.5% –23.9%

 19 Euro Zone DJ Euro Stoxx 228.44 1.02 0.45 2.5% –27.3%

 16 DJ Euro Stoxx 50 2469.20 10.23 0.42 0.7% –25.7%

 8 Austria ATX 2088.69 –36.15 –1.70% 19.3% –42.0%

 12 Belgium Bel-20 2083.11 –1.44 –0.07 9.1% –32.3%

 9 Czech Republic PX 944.2 –4.2 –0.44 10.0% –33.7%

 15 Denmark OMX Copenhagen 275.35 2.65 0.97 21.7% –25.9%

 12 Finland OMX Helsinki 5435.71 –3.10 –0.06 0.6% –36.6%

 11 France CAC-40 3218.46 18.78 0.59 …% –25.1%

 19 Germany DAX 4978.40 21.21 0.43 3.5% –22.0%

 … Hungary BUX 15937.70 64.33 0.41 30.2% –23.9%

 8 Ireland ISEQ 2700.93 19.58 0.73 15.3% –44.8%

 9 Italy FTSE MIB 19282.58 49.63 0.26 –0.9% –31.4%

 9 Netherlands AEX 266.40 2.92 1.11 8.3% –32.7%

 9 Norway All-Shares 331.84 2.66 0.81 22.8% –30.6%

 17 Poland WIG 31544.68 –169.46 –0.53 15.9% –18.8%

 14 Portugal PSI 20 7193.82 21.77 0.30 13.4% –17.1%

 … Russia RTSI 925.00 21.77 2.41% 46.4% –56.7%

 9 Spain IBEX 35 10041.9 44.3 0.44 9.2% –15.6%

 15 Sweden OMX Stockholm 257.56 5.11 2.02 26.1% –8.1%

 11 Switzerland SMI 5594.14 55.57 1.00 1.1% –18.1%

 … Turkey ISE National 100 37726.69 –429.63 –1.13% 40.4% –0.6%

 10 U.K. FTSE 100 4388.75 26.91 0.62 –1.0% –18.4%

 21 ASIA-PACIFIC DJ Asia-Pacific 105.91 0.56 0.53 13.2% –20.3%

 … Australia SPX/ASX 200 4000.8 5.2 0.13 7.5% –17.3%

 30 China CBN 600 27813.37 82.86 0.30 88.4% 22.5%

 16 Hong Kong Hang Seng 18805.66 443.79 2.42 30.7% –14.0%

 16 India Sensex 14744.92 494.67 3.47 52.8% 8.1%

 … Japan Nikkei Stock Average 9395.32 51.16 0.55 6.0% –26.6%

 … Singapore Straits Times 2430.96 29.94 1.25 38.0% –14.6%

 11 South Korea Kospi 1440.10 7.88 0.55 28.1% –4.6%

 15 AMERICAS DJ Americas 246.04 0.16 0.07 8.8% –25.9%

 … Brazil Bovespa 52072.49 154.29 0.30 38.7% –13.2%

 18 Mexico IPC 25741.96 6.40 0.02 15.0% –8.6%

*P/E ratios use trailing 12-months, as-reported earnings
Note: Americas index data are as of 5:00 p.m. ET. Sources: Thomson Reuters; WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Jul. 17, 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* 249.07 0.87% 9.4% –29.9%

3.00% 17 World (Developed Markets) 980.58 0.86% 6.6% –30.1%

2.70% 18 World ex-EMU 115.26 0.90% 7.1% –28.7%

2.80% 19 World ex-UK 978.55 0.91% 5.9% –29.4%

3.80% 16 EAFE 1,320.25 0.78% 6.7% –32.9%

2.90% 14 Emerging Markets (EM) 773.41 0.96% 36.4% –28.9%

4.40% 11 EUROPE 73.17 0.39% 5.4% –27.7%

4.60% 12 EMU 147.24 0.63% 3.6% –36.8%

4.10% 13 Europe ex-UK 79.86 0.47% 2.9% –27.4%

5.50% 9 Europe Value 81.65 0.52% 5.3% –28.7%

3.30% 15 Europe Growth 63.74 0.26% 5.5% –26.8%

3.50% 12 Europe Small Cap 126.33 0.01% 25.1% –28.0%

2.70% 7 EM Europe 199.88 0.11% 25.9% –51.2%

5.00% 8 UK 1,296.79 0.34% –1.4% –22.1%

3.10% 13 Nordic Countries 111.97 –2.15% 14.2% –31.9%

2.00% 6 Russia 528.30 0.10% 28.2% –63.5%

4.20% 10 South Africa 633.86 –0.19% 9.5% –11.5%

3.40% 17 AC ASIA PACIFIC EX-JAPAN 329.20 1.06% 33.1% –23.4%

1.70%-117 Japan 538.38 0.72% 1.6% –35.5%

2.40% 16 China 55.07 0.44% 35.0% –11.3%

1.10% 18 India 565.56 0.26% 53.2% 3.8%

1.30% 20 Korea 400.53 1.04% 30.5% –12.6%

4.40% 29 Taiwan 248.23 0.92% 43.2% –15.5%

2.20% 22 US BROAD MARKET 1,036.57 0.95% 5.5% –26.4%

1.60% -40 US Small Cap 1,360.11 1.22% 9.1% –24.8%

3.50% 13 EM LATIN AMERICA 3,011.42 1.42% 44.9% –36.6%

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

GLOBAL MARKETS LINEUP

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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ASSOCIATED PRESS

MUNICH—Three men have been
arrested in Germany over a failed at-
tempt to blackmail the country’s rich-
est woman, BMW AG heiress Susanne
Klatten, prosecutors said Friday.

Ms. Klatten went to the police in
mid-June immediately after her of-
fice in Munich received the first let-
ter from the would-be blackmailers,
said Thomas Steinkraus-Koch, a
spokesman for prosecutors in the
city. They demanded Œ800,000
($1.13 million) and a BMW X5 sport
utility vehicle to stop them from sell-
ing to the Italian press secretly re-
corded videotapes of her trysts with
a Swiss man, Helg Sgarbi.

Prosecutors characterized the
latest blackmail attempt as a copy-
cat crime. There was no indication
that the suspects—two of whom
have previous fraud convictions—
had any connection to Mr. Sgarbi,
who was convicted earlier this
year of defrauding Ms. Klatten,
Mr. Steinkraus-Koch said. They
also appeared not to have the vid-
eotapes, or even to have viewed
them, he said.

The three suspects were nabbed
in the western city of Duisburg on
Wednesday after investigators, pos-
ing as people close to 47-year-old
Ms. Klatten, set up an appointment
to hand over the money. The sus-
pects, who came from Duisburg,
were between 33 and 46 years old,
prosecutors said without giving fur-
ther details.

Mr. Sgarbi, dubbed “the Swiss
gigolo” by German media, was sen-

tenced in March to six years in
prison for defrauding Ms. Klatten of
Œ7 million and attempting to black-
mail her for tens of millions more.

Mr. Sgarbi said he convinced Ms.
Klatten to give him Œ7 million by say-
ing it was for the treatment of a girl
who was left paraplegic after he hit
her with his car. He also admitted at
his trial that he threatened to re-
lease the tryst videotapes unless the
married Ms. Klatten gave him mil-
lions to keep quiet.

The suspected blackmailers ar-
rested this week weren’t the first to
try milking the case for money. In
March, a 50-year-old German with
multiple previous convictions tried
to extract Œ75,000 from Ms. Klatten,
claiming that he had met Mr. Sgarbi
in prison and could obtain the vid-
eos for her. He was arrested at a bak-
ery in the city of Bochum, where he
had asked that the money be left.

Magna, RHJ are tied in race for GM’s Opel

Toyota to make hybrids in U.K. starting next year

Agence France-Presse/Getty Images

Porsche chief likely to cede control
Move would let VW
wield more influence
at sports-car maker

Porsche Chief Executive Wendelin Wiedeking, with one of his cars, arrives at the celebration of the 100th anniversary of
Volkswagen’s Audi on Thursday. He is expected to relinquish operational control as VW asserts more control over Porsche.

The crime was the latest blackmail
attempt of Susanne Klatten.
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By Christoph Rauwald

Canadian auto-parts supplier
Magna International Inc. and Bel-
gian investment firm RHJ Interna-
tional SA are neck and neck as they
race for General Motors Co.’s Opel
and Vauxhall car brands, said a per-
son familiar with the matter.

“Magna has a time advantage,
but RHJ has showed a serious, genu-
ine interest [in Opel/Vauxhall] when
it developed its revised bid,” the per-
son said Friday.

RHJ’s bid is “quite compelling
and interesting,” the person said,
noting that its fresh proposal en-
abled the company to catch up

with Magna “over the past three to
four weeks.”

Magna initially emerged as the
front-runner after it signed in May a
nonexclusive memorandum of un-
derstanding to acquire a majority
stake in the GM units as part of a bid
backed by Russia’s Sberbank Rossia
and auto maker OAO GAZ Group.

The Magna bid is bolstered by
Œ1.5 billion ($2.1 billion) in bridge fi-
nancing provided by the German gov-
ernment to keep Opel afloat after
GM filed for bankruptcy in the U.S.

Opel’s powerful labor unions
have voiced their support for Ma-
gna’s offer. Additionally, the bid by
Magna and its Russian partners en-

joys prominent political support in
both Russia and Germany.

The person said talks with Magna
have made “good progress” but is-
sues remain, including the valuation
of Opel’s Russian operations, GM’s fu-
ture participation in the business and
Sberbank’s right to transfer its 35%
stake in the units after a takeover.

The person added there are
“some minor intellectual-property
issues” still to be resolved and said
the interest rates applying to the
government loans need to be negoti-
ated with Magna, as its bid has a
higher loan requirement. Magna is
seeking Œ4.5 billion in government-
backed loans.

GM’s European division said ear-
lier Friday that its parent had re-
quested that final offers for Opel
and Vauxhall be submitted by the
close of business Monday. The com-
pany added that it has been in nego-
tiations since May with Magna, RHJ
and Beijing Automotive Industry
Corp. BAIC, however, appears to
have little chance to clinch the deal.

RHJ’s bid includes investing
Œ275 million for a 50.1% stake in
Opel and a request for Œ3.8 billion in
government funds, according to the
group’s offer document, seen by
Dow Jones. The plan foresees cut-
ting 9,900 jobs in Europe, about the
same level as Magna proposes.

By Yoshio Takahashi

TOKYO—Toyota Motor Corp.
said it will make hybrid vehicles in Eu-
rope for the first time next year,
broadening the company’s produc-
tion of the gasoline-sipping cars.

Japan-based Toyota, which holds
a relatively small 5% of the European
market, aims to gather momentum in
the region by enticing cost-conscious
customers with the hybrids.

The world’s biggest car maker by
sales volume said it will make a hy-
brid version of the Auris subcompact
hatchback in the U.K. starting in

mid-2010. Toyota expects to spend
three billion yen ($32 million) to pre-
pare for production of the cars.

The U.K. will be the fifth country
outside Japan where Toyota makes
hybrid cars or plans to do so. The com-
pany already builds hybrids in China
and the U.S., and will begin produc-
tion in Thailand later this month and
in Australia in early 2010.

The decision on U.K. production
follows a strategy that the company’s
new president, Akio Toyoda, outlined
last month.

Mr. Toyoda aims to promote hy-
brid-car sales in Europe, where cus-

tomers looking for more fuel-eco-
nomic vehicles tend to buy diesel-
powered cars.

Toyota is betting that its technol-
ogy combining combustion engines
with electric motors will spur de-
mand in Europe for low-emission
cars that are less expensive to oper-
ate. The auto company aims to offer
hybrid versions of all of its vehicles
by 2020.

Core components such as batter-
ies and motors will be shipped from
Japan, said a spokesman for Toyota.

Nissan Motor Co. said it is con-
sidering installing its own gaso-

line-electric technology in more
models to catch up with hybrid ri-
vals such as Toyota.

The Japanese car maker, in which
Renault SA holds a 44% stake, would
follow Honda Motor Co. and Mazda
Motor Corp. in seeking to beef up its
hybrid lineup.

Honda said July 13 that it will offer
two new gasoline-electric vehicles
next year, while Mazda is in talks with
Toyota over using components of Toy-
ota’s system for its hybrid vehicles.

Nissan plans to roll out electric ve-
hicles in Japan and the U.S. next year.

Suspects arrested
in blackmail case
of BMW heiress

By Dana Cimilluca

And Marcus Walker

Porsche Automobil Holding SE
Chief Executive Wendelin Wiedek-
ing, architect of the German sports-
car maker’s failed attempt to take
over Volkswagen AG, is expected to
relinquish operational control of
the company, people familiar with
the matter said.

The move would open the way
for VW to assert more control over
Porsche’s prized car-making arm
and could end a more than three-
year battle between the two German
auto companies that are linked by
family stakeholders.

Under a compromise being con-
sidered, Mr. Wiedeking no longer
would oversee Porsche’s strategy
and daily operations but would re-
tain his CEO title at Porsche’s hold-
ing company, the people said.

The solution would be part of a
broader deal Porsche is discussing
with VW, the people said. These peo-
ple cautioned that the talks are in
flux and that Mr. Wiedeking could
still play a more active role. Porsche
has denied that Mr. Wiedeking is on
his way out, saying Friday that such
reports were “absolute nonsense.”

Mr. Wiedeking is credited with
saving Porsche from the brink of
bankruptcy in the 1990s and expand-
ing its lineup beyond its core sports
cars. But his attempt to acquire con-
trol of Volkswagen using options
contracts badly backfired when the
markets turned against Porsche’s
position. Faced with potentially crip-
pling debt, Porsche quickly went

from being the hunter to the hunted.
The two sides are closing in on a

deal that would hand VW a 49% stake
in Porsche’s core auto business, these
people say. The transaction, which
could also hand stakes in Porsche and
VW to a Qatari state-owned invest-
ment firm, will be discussed at July 23
meetings of the supervisory boards of
both Porsche and Volkswagen in Stut-
tgart, where Porsche is based. It re-
mains unclear, however, whether the
two sides will have reached an agree-
ment by then, one of the people said.

Since 2005, Porsche has raised its
shareholding in Volkswagen, Eu-

rope’s largest auto maker by sales, to
almost 51% and accumulated a com-
plex set of options to raise its stake
by a further 20%. But Porsche’s net
debt tripled to Œ9 billion ($12.7 bil-
lion) as it accumulated the stake,
which became unsustainable in the
global economic downturn.

The departure of Mr. Wiedeking
would be a victory of sorts for Ferdi-
nand Piëch, Volkswagen’s auto-
cratic supervisory-board chairman,
over his cousin Wolfgang Porsche,
his counterpart at the luxury-auto
maker. Mr. Porsche has fought to
keep Mr. Wiedeking in his post.

While Mr. Wiedeking’s depar-
ture would be the logical outcome of
a deal that would effectively reverse
his effort to take over VW, he could
still hold on for an unspecified pe-
riod of time, given the “emotions” in-
volved, one of the people familiar
with the matter said.

As part of the complex deal that
Porsche, VW and their bankers are
nearing, Qatar would take a stake in
Porsche as well as acquire its op-
tions on VW stock. That deal could
be valued at more than Œ5 billion.
 —Christoph Rauwald

contributed to this article.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 24.40 $23.98 0.27 1.14%
Alcoa AA 28.60 10.22 –0.22 –2.11%
AmExpress AXP 16.90 28.03 –0.25 –0.88%
BankAm BAC 415.10 12.89 –0.28 –2.13%
Boeing BA 5.40 41.36 –0.69 –1.64%
Caterpillar CAT 8.70 33.99 –0.16 –0.47%
Chevron CVX 10.90 65.12 0.23 0.35%
CiscoSys CSCO 66.80 20.51 0.39 1.94%
CocaCola KO 9.30 50.32 –0.47 –0.93%
Disney DIS 9.90 24.51 –0.28 –1.13%
DuPont DD 6.60 27.57 0.13 0.47%
ExxonMobil XOM 24.20 68.52 0.06 0.09%
GenElec GE 167.00 11.65 –0.75 –6.05%
HewlettPk HPQ 14.20 39.98 0.31 0.78%
HomeDpt HD 14.60 24.67 0.27 1.11%
Intel INTC 80.70 18.79 0.29 1.57%
IBM IBM 19.40 115.42 4.78 4.32%
JPMorgChas JPM 58.80 36.89 0.76 2.10%
JohnsJohns JNJ 10.70 59.23 –0.02 –0.03%
KftFoods KFT 7.30 27.43 –0.30 –1.08%
McDonalds MCD 9.50 57.84 0.62 1.08%
Merck MRK 10.40 27.68 –0.19 –0.68%
Microsoft MSFT 48.70 24.29 –0.15 –0.61%
Pfizer PFE 52.10 14.96 –0.11 –0.73%
ProctGamb PG 12.60 55.92 0.71 1.29%
3M MMM 4.30 62.92 –0.48 –0.76%
TravelersCos TRV 4.30 40.42 –0.12 –0.30%
UnitedTech UTX 4.10 53.80 –0.17 –0.31%
Verizon VZ 10.10 29.59 0.09 0.31%
WalMart WMT 14.00 48.49 –0.02 –0.04%

Dow Jones Industrial Average P/E: 13
LAST: 8743.94 s 32.12, or 0.37%

YEAR TO DATE: t 32.45, or 0.4%

OVER 52 WEEKS t 2,752.63, 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

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

TUI "1,951" –156 83 362 Kabel Deutschland  488 2 5 41

ISS Glob  583 –56 –85 –166 Havas 381 2 –2 6

Contl  960 –46 –236 165 Dexia Cr  287 3 –2 –1

Alcatel Lucent 789 –26 –55 –41 Stora Enso  580 3 –10 55

GKN Hldgs  312 –18 –41 –30 KBC Bk 264 3 2 17

Legal & Gen Gp  384 –12 –50 –56 Vivendi 170 5 11 38

AB Electrolux  76 –10 –11 –14 Skandinaviska Enskilda Banken  183 5 ... –13

Carlton Comms  484 –10 –39 –27 Cie de St Gobain 200 6 2 1

Valeo 306 –9 –30 28 Stena Aktiebolag 782 6 –26 –31

Wendel 790 –9 –4 1 Renault 412 7 –27 –39

Source: Markit Group

Dow Jones Stoxx 50: Friday’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

L.M. Ericsson Tel B Sweden Telecoms Equipment $29.9 78.60 3.56% 8.7% –31.1%

Rio Tinto U.K. General Mining 53.8 21.54 3.53 –48.6 –0.6

Anglo Amer U.K. General Mining 39.6 18.07 2.73 –35.4 –15.2

Nestle S.A. Switzerland Food Products 154.5 43.50 2.02 0.1 11.0

Daimler Germany Automobiles 43.3 28.95 2.01 –29.5 –23.1

Vodafone Grp U.K. Mobile Telecoms $107.5 1.13 –1.57% –25.6 1.8

Nokia Finland Telecoms Equipment 49.5 9.36 –1.16 –46.5 –38.7

Allianz SE Germany Full Line Insurance 43.4 68.06 –1.15 –38.8 –42.9

Credit Suisse Grp Switzerland Banks 55.3 50.40 –0.79 10.9 –20.4

GlaxoSmithKline U.K. Pharmaceuticals 103.7 11.12 –0.76 –7.3 –25.4

...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

BG Grp 61.0 10.45 1.65% –7.0% 47.1%
U.K. (Integrated Oil & Gas)
HSBC Hldgs 153.0 5.45 1.57 –21.2 –34.0
U.K. (Banks)
Total S.A. 129.2 38.60 1.50 –19.0 –23.6
France (Integrated Oil & Gas)
Tesco 47.8 3.73 1.50 –0.8 4.9
U.K. (Food Retailers & Wholesalers)
GDF Suez 82.1 25.75 1.48 –38.0 0.9
France (Multiutilities)
ING Groep 22.9 7.81 1.45 –62.3 –74.2
Netherlands (Life Insurance)
Novartis 112.1 45.70 1.42 –21.7 –33.0
Switzerland (Pharmaceuticals)
Bayer 44.2 37.86 1.37 –29.0 1.1
Germany (Specialty Chemicals)
ArcelorMittal 53.9 24.45 1.35 –51.6 ...
Luxembourg (Iron & Steel)
Siemens 66.6 51.62 1.32 –30.2 –18.3
Germany (Diversified Industrials)
Soc. Generale 34.9 42.55 1.19 –25.0 –58.8
France (Banks)
SAP 52.3 30.24 1.15 –13.6 –12.5
Germany (Software)
UBS 42.9 14.35 1.13 –34.7 –74.6
Switzerland (Banks)
Deutsche Telekom 51.1 8.30 1.10 –24.6 –31.1
Germany (Mobile Telecoms)
France Telecom 60.4 16.36 0.99 –17.8 –0.3
France (Fixed Line Telecoms)
Unilever 44.4 18.35 0.88 1.5 –0.4
Netherlands (Food Products)
Telefonica S.A. 109.3 16.47 0.76 –5.4 28.0
Spain (Fixed Line Telecoms)
BASF 41.1 31.71 0.67 –23.1 3.5
Germany (Commodity Chemicals)
Roche Hldg Part. Cert. 98.5 151.10 0.67 –15.9 –29.7
Switzerland (Pharmaceuticals)
BNP Paribas S.A. 73.0 49.48 0.63 –20.8 –31.9
France (Banks)

BP 166.9 4.95 0.63% –5.1% –20.2%
U.K. (Integrated Oil & Gas)
Assicurazioni Gen 29.4 14.76 0.61 –33.4 –39.6
Italy (Full Line Insurance)
ABB 37.7 17.50 0.57 –38.7 23.3
Switzerland (Industrial Machinery)
Diageo 39.9 8.85 0.57 –3.1 –1.8
U.K. (Distillers & Vintners)
Sanofi-Aventis S.A. 81.8 44.10 0.56 –3.5 –42.9
France (Pharmaceuticals)
BHP Billiton 52.5 14.43 0.52 –9.8 43.4
U.K. (General Mining)
Koninklijke Phlps 19.9 14.51 0.48 –34.0 –38.5
Netherlands (Consumer Electronics)
British Amer Tob 58.6 17.73 0.40 –1.1 27.6
U.K. (Tobacco)
Banco Santander 103.2 8.97 0.34 –18.2 –15.1
Spain (Banks)
Royal Dutch Shell A 89.0 17.79 0.34 –22.6 –32.9
U.K. (Integrated Oil & Gas)
Deutsche Bk 42.2 48.12 0.30 –15.0 –43.8
Germany (Banks)
UniCredit 43.8 1.85 0.22 –43.2 –62.3
Italy (Banks)
ENI 95.5 16.89 0.06 –22.6 –26.6
Italy (Integrated Oil & Gas)
Iberdrola S.A. 39.7 5.63 ... –35.1 –13.2
Spain (Conventional Electricity)
Banco Bilbao Viz 51.3 9.70 –0.15 –19.0 –39.0
Spain (Banks)
E.ON 67.8 24.03 –0.25 –38.0 –17.5
Germany (Multiutilities)
Intesa Sanpaolo 39.7 2.38 –0.31 –31.7 –45.1
Italy (Banks)
AXA S.A. 39.0 13.22 –0.41 –30.5 –47.4
France (Full Line Insurance)
Astrazeneca 65.2 27.49 –0.49 21.0 –13.9
U.K. (Pharmaceuticals)
Barclays 56.3 3.13 –0.54 –2.2 –46.2
U.K. (Banks)

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 0.09% 0.56% 2.2% 4.7% -3.9%
Event Driven 0.05% 0.73% 5.0% 6.6% -21.3%
Equity Market Neutral 0.19% 0.76% -0.8% -3.1% -11.7%
Equity Long/Short 0.76% 0.92% 2.1% 1.3% -16.7%

*Estimates as of 07/16/09, 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 1.13 103.26% 0.02% 1.87 1.02 1.34

Eur. High Volatility: 11/1 2.15 106.98 0.04 3.89 2.03 2.68

Europe Crossover: 11/1 7.20 109.16 0.10 9.71 6.60 7.93

Asia ex-Japan IG: 11/1 1.81 107.49 0.04 3.84 1.58 2.41

Japan: 11/1 2.21 112.75 0.05 4.33 1.41 2.45

 Note: Data as of July 16

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

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

BLUE CHIPS & BONDS

Behind global deals: Bank revenues from equity capital markets

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

Source: Dealogic
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BA issues debt for cash
Airline forecasts
$164 million loss
amid sagging travel

Pilots group says EU rules
are jeopardizing air safety

British Airways raised $1.1 billion from the sale of bonds and a new banking
facility to boost its cash. Chief Executive Willie Walsh in London last week.

Rio Tinto case is tied
to price negotiations

By Kaveri Niththyananthan

And Michael Carolan

LONDON—British Airways PLC
moved Friday to shore up its cash po-
sition by £680 million ($1.11 billion),
to cushion the impact of recession.

The U.K. carrier, which has strug-
gled to cope with inflated costs and a
sharp drop in the number of busi-
ness-class travelers, also said it had
its first-ever fiscal first-quarter loss
since it went public in 1987. Its loss
for the quarter ended June 30 will be
about £100 million, compared with
income of £27 million a year ago.
Quarter revenue fell 14% to £1.98 bil-
lion from £2.3 billion a year earlier.

BA’s difficult trading conditions
forced it Friday to complete its first
convertible issue since 1989, with a
£350 million offering of 5.8% con-
vertible bonds due 2014. High de-
mand allowed the carrier to raise
the issue amount from the £300 mil-
lion originally targeted. The conver-
sion price was set at 189 pence per
share. The carrier can also tap up to
$540 million (£330 million) in bank-
ing facilities that pension-fund
trustees have agreed to make avail-
able. “This puts to bed any sugges-
tion that BA is in any sort of risk
short term,” Chief Executive Willie
Walsh told reporters. “Relative to
competitors, this puts us in a very
strong position.”

While BA has been quick to grasp
the scale of the downturn and curb
costs and cut headcount, it has
lagged behind fund-raising efforts
of its European rivals. Lufthansa has
issued a Œ750 million bond, and Air
France-KLM earlier this month
drew Œ661 million from a convert-
ible-bond issue. The bond issue is at

the low end of analysts’ expecta-
tions that ranged from £300 million
to £600 million.

British Airways is facing a chal-
lenging few months, with the possi-
bility of a strike by its 14,000 cabin
crew. It has cut 2,500 jobs since last
summer, and it plans to shed a fur-
ther 3,700 full-time equivalent
posts from its staff of roughly
40,000. In addition to reducing ca-
pacity, it has cut its planned capital
expenditure for its fiscal year end-
ing March 31, 2010, to £580 million
from £725 million.

Mr. Walsh said the company had
spent £130 million of its £1.4 billion
cash pile in the quarter, down from
the previous quarter when it spent
more than £200 million.

The funding will boost the air-
line’s liquidity to about £2 billion. At
June 30, the airline had £1.25 billion
of cash and general facilities of
around £130 million.

The bond issue, which requires
approval from shareholders, was of-
fered to existing institutional share-

holders. The bonds due in 2014 will
be convertible into 15% to 20% of the
issued share capital of BA.

The convertible-bond route al-
lows BA to sell its shares at a higher
price than their current levels and
gives investors the option to cash in
their investment for BA shares later
on at a higher price. The convertible-
bond yield of 5.8% is relatively high
given the current risk surrounding
BA, analysts say.

Barclays Capital, Deutsche Bank
AG, HSBC, RBS Hoare Govett and
Merrill Lynch International are joint
bookrunners and joint lead man-
agers of the bond issue.

CORPORATE NEWS
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By Enda Curran

SYDNEY—Australia’s foreign
minister, Stephen Smith, said that
Chinese government officials told
him the detention of a Rio Tinto ex-
ecutive stems from a criminal inves-
tigation of conduct surrounding
iron-ore price negotiations, rather
than from what his government
would consider espionage.

Mr. Smith’s recounting Sunday
of comments made by Chinese offi-
cials appeared to be at odds with pre-
vious statements by China’s govern-
ment on the case of Stern Hu, an Aus-
tralian citizen, and three Chinese
colleagues at Rio Tinto.

China’s government detained
them on July 5, and has publicly al-
leged they used bribery to obtain
“state secrets” and hurt China’s “eco-
nomic security.” Those statements
suggested the case was being treated
as something beyond a typical crimi-
nal investigation. It wasn’t clear from
Mr. Smith’s remarks whether China
is changing its position.

After a meeting Friday with Chi-
na’s vice foreign minister, He Yafei,
Mr. Smith told the Australian Broad-
casting Corp. that Chinese officials
were “quite clear they are focusing
on a criminal or judicial investigation
relating to the 2009 iron-ore negotia-
tions.” He added: “they are not inter-
ested in what we would regard as espi-
onage or national-security matters.”

But Mr. Smith went on to say that
“commercial and economic matters”

can fall within the Chinese definition
of state secrets. He said the legal situ-
ation facing the Rio Tinto employees
would become clearer should the Chi-
nese investigation result in charges
against Mr. Hu and others.

Rio on Friday issued its stron-
gest denial so far in the case, with
Sam Walsh, the company’s chief ex-
ecutive of iron ore, saying in a state-
ment that allegations that its em-
ployees were involved in bribery are
“wholly without foundation.” The
company believes the employees
“acted at all times with integrity
and in accordance with Rio Tinto’s
strict and publicly stated code of eth-
ical behavior,” the statement said.

In the days after Mr. Hu’s deten-
tion was announced by Rio Tinto, a
spokesmanforChina’sMinistryofFor-
eign Affairs, Qin Gang, said that the
Rioemployees“stoleChinesestatese-
crets for a foreign country,” and that
theyhad“hurtChina’seconomicinter-
estsandeconomicsecurity.”Thatech-
oedastatementissuedto Chinese me-
dia July 9 by the Shanghai State Secu-
rity Bureau. Neither Mr. Qin nor the
earlierstatementspecifiedwhatstate
secrets had allegedly been stolen.

China’s definition of what can con-
stitute a state secret is broad and cov-
ers not just military and intelligence
information, but also “national eco-
nomic and social development.” Chi-
na’s largest steelmakers are state-
owned enterprises, so information
about them could, theoretically, be
considered a state secret.

ASSOCIATED PRESS

BRUSSELS—A European pilots
association criticized the European
Union Friday, saying the bloc is en-
dangering air safety by failing to act
on the recommendations of experts
who say cuts in flying hours are
needed to curb pilot fatigue.

The European Cockpit Associa-
tion, a group of pilots unions with
38,000 members, praised the action
taken by the U.S. Federal Aviation Ad-
ministration in the wake of the Colgan
Air crash Feb. 12 that killed 50 people.

The twin-engine turboprop was
nearing Buffalo Niagara Interna-
tional Airport at night in wintry con-
ditions when it suffered an aerody-
namic stall, rocked back and forth,
then plunged into a house below, kill-
ing all 49 aboard and a man on the
ground. Testimony and documents
indicate the pilots made a series of
critical errors, some of which may
have been related to fatigue, inexperi-
ence and inattention to regulations.

The FAA said last week that it will
propose setting new limits on how
many hours airline pilots can fly in
an effort to prevent pilot fatigue
from endangering flight safety.

Philip von Schoppenthau, secre-
tary-general of the European Cock-
pit Association, said the European

Aviation Safety Agency has stalled
on implementing similar limits pro-
posed last fall by a panel of aviation
experts and scientists.

Lastyear,thepanelcametothecon-
clusion that EU rules are insufficient
to adequately protect against flight
safety risks posed by pilot fatigue. Its
study found that the allowed maxi-
mumdaily flight duty period of 13 to 14
hours “exceeds reasonable limits.”

The European Aviation Safety
Agency says the study has yet to be
fully evaluated by regulators.

“All stakeholders will be invited
to comment and their positions will
be taken into account,” said Savina
Zakoula-Cherdron, a spokeswoman
for the agency. She said the study
was scheduled to be completed by
early 2012.

The Association of European Air-
lines, a grouping of the continent’s
flag carriers, charter operators and
low-cost carriers, has lobbied
against the new rules, arguing the
study was scientifically flawed and
that experience has shown that cur-
rent limits are adequate.

Analysts say the new limita-
tions would significantly boost op-
erational costs at a time when reve-
nues are falling because of the eco-
nomic downturn.

CHICAGO BOOTH ENTREPRENEURS. We believe entrepreneurial
success depends on fundamental knowledge of strategy,
financial frameworks, and leadership. Our drive to always seek
a deeper understanding produces the best kind of entrepreneurs:
those who transform the marketplace. It’s a big reason why
we’re not just a business school, but a business force.

WHAT KIND OF
ENTREPRENEURS
GROW GREAT
COMPANIES THAT
STAY IN TOUCH
WITH THEIR
INNER GARAGE?

CHICAGO LONDON SINGAPORE CHICAGOBOOTH.EDU
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DJE-Renten Glbl P EU BD LUX 07/17 EUR 125.46 4.8 4.5 1.2

LuxPro-Dragon I AS EQ LUX 07/17 EUR 133.19 43.4 6.9 –7.7

LuxPro-Dragon P AS EQ LUX 07/17 EUR 129.90 43.2 6.3 –8.7

LuxTopic-Aktien Europa EU EQ LUX 07/17 EUR 15.33 7.0 –1.7 –9.2

LuxTopic-Pacific AS EQ LUX 07/17 EUR 13.28 46.7 –20.6 –20.4

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 06/30 USD 38.55 11.5 –37.7 –10.1

EFG-Hermes MEDA* GL EQ BMU 05/29 USD 22.16 5.8 –44.0 –11.0

EFG-Hermes Saudi Arabia Equity EA EQ SAU 07/12 SAR 5.35 12.7 –44.3 NS

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

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

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 07/16 USD 301.88 23.0 –0.9 –0.1

Sel Emerg Mkt Equity GL EQ GGY 07/16 USD 171.46 30.9 –24.9 –18.1

Sel Euro Equity EUR US EQ GGY 07/15 EUR 80.61 8.2 –24.9 –30.0

Sel European Equity EU EQ GGY 07/16 USD 151.51 10.2 –33.3 –29.1

Sel Glob Equity GL EQ GGY 07/16 USD 160.36 11.6 –27.9 –26.7

Sel Glob Fxd Inc GL BD GGY 07/16 USD 132.82 3.0 –10.4 –2.7

Sel Pacific Equity AS EQ GGY 07/16 USD 115.22 27.4 –23.5 –17.1

Sel US Equity US EQ GGY 07/16 USD 106.97 6.2 –25.7 –22.7

Sel US Sm Cap Eq US EQ GGY 07/16 USD 144.79 10.7 –28.1 –26.6

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 07/16 EUR 23.50 –10.4 –51.8 –47.8

MP-TURKEY.SI OT OT SVN 07/16 EUR 26.50 35.7 –17.2 –29.2

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 07/16 USD 12.55 43.9 –11.5 –3.8

Parex Caspian Sea Eq EU EQ LVA 07/16 EUR 2.88 37.1 –64.4 –47.6

Parex Eastern Europ Bd EU BD LVA 07/16 USD 12.55 43.9 –11.5 –3.8

Parex Russian Eq EE EQ LVA 07/16 USD 14.08 62.6 –52.4 –27.5

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 07/17 USD 143.12 29.1 –20.5 –19.6

PF (LUX)-Asian Eq-Pca AS EQ LUX 07/17 USD 136.73 28.5 –21.2 –20.3

PF (LUX)-Biotech-Pca OT EQ LUX 07/16 USD 269.26 –5.6 –24.8 –6.0

PF (LUX)-CHF Liq-Pca CH MM LUX 07/16 CHF 124.17 0.2 0.6 1.4

PF (LUX)-CHF Liq-Pdi CH MM LUX 07/16 CHF 93.72 0.2 0.6 1.4

PF (LUX)-Digital Comm-Pca OT EQ LUX 07/16 USD 97.94 20.4 –9.3 –12.3

PF (LUX)-East Eu-Pca EU EQ LUX 07/16 EUR 210.75 57.8 –45.4 –34.4

PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 07/17 USD 126.02 35.3 –30.9 –22.1

PF (LUX)-Emg Mkts-Pca GL EQ LUX 07/17 USD 414.74 36.3 –31.1 –21.9

PF (LUX)-Eu Indx-Pca EU EQ LUX 07/16 EUR 83.43 9.1 –19.0 –25.0

PF (LUX)-EUR Bds-Pca EU BD LUX 07/16 EUR 375.23 0.5 5.2 2.4

PF (LUX)-EUR Bds-Pdi EU BD LUX 07/16 EUR 285.55 0.5 5.2 2.4

PF (LUX)-EUR Cp Bd-Pca EU BD LUX 07/16 EUR 137.89 10.4 7.1 2.6

PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 07/16 EUR 96.94 10.4 7.1 2.6

PF (LUX)-EUR HiYld-Pca EU BD LUX 07/16 EUR 119.45 32.5 –8.3 –10.6

PF (LUX)-EUR HiYld-Pdi EU BD LUX 07/16 EUR 69.25 32.5 –8.3 –10.6

PF (LUX)-EUR Liq-Pca EU MM LUX 07/16 EUR 135.72 0.8 2.3 2.9

PF (LUX)-EUR Liq-Pdi EU MM LUX 07/16 EUR 97.81 0.8 2.3 2.9

PF (LUX)-EUR Sov Liq-Pca OT OT LUX 07/16 EUR 102.36 0.5 2.0 NS

PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 07/16 EUR 101.00 0.5 2.0 NS

PF (LUX)-Europ Eq-Pca EU EQ LUX 07/16 EUR 337.37 10.3 –23.0 –30.1

PF (LUX)-EuSust Eq-Pca EU EQ LUX 07/16 EUR 109.79 8.6 –18.9 –27.7

PF (LUX)-Gl Em Dbt-Pca GL BD LUX 07/16 USD 218.69 15.4 10.0 6.6

PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 07/16 USD 148.77 15.4 10.0 6.6

PF (LUX)-Gr China-Pca AS EQ LUX 07/17 USD 299.74 40.9 –8.7 –11.0

PF (LUX)-Indian Eq-Pca EA EQ LUX 07/17 USD 286.52 49.5 –4.0 –13.9

PF (LUX)-Jap Index-Pca JP EQ LUX 07/17 JPY 8421.31 3.4 –30.7 –29.5

PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 07/17 JPY 7379.06 1.1 –35.2 –34.1

PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 07/17 JPY 7177.99 0.7 –35.6 –34.5

PF (LUX)-JpEq130/30-Pca JP EQ LUX 07/17 JPY 4165.36 6.1 –29.5 –29.8

PF (LUX)-Pacif Idx-Pca AS EQ LUX 07/17 USD 207.41 31.0 –23.2 –16.9

PF (LUX)-Piclife-Pca CH BA LUX 07/16 CHF 727.58 5.5 –4.8 –9.2

PF (LUX)-PremBrnds-Pca OT EQ LUX 07/16 EUR 50.60 14.6 –9.8 –24.0

PF (LUX)-Rus Eq-Pca OT OT LUX 07/16 USD 39.40 72.5 –57.1 NS

PF (LUX)-Security-Pca GL EQ LUX 07/16 USD 84.07 17.7 –8.9 –15.6

PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 07/16 EUR 374.92 14.9 –22.3 –28.8

PF (LUX)-US Eq-Ica US EQ LUX 07/16 USD 87.18 6.8 –25.0 –18.6

PF (LUX)-USA Index-Pca US EQ LUX 07/16 USD 76.10 5.0 –23.2 –20.9

PF (LUX)-USD Gov Bds-Pca US BD LUX 07/16 USD 505.08 –4.8 5.1 6.7

PF (LUX)-USD Gov Bds-Pdi US BD LUX 07/16 USD 370.62 –4.8 5.2 6.7

PF (LUX)-USD Liq-Pca US MM LUX 07/16 USD 130.87 0.5 1.4 2.4

PF (LUX)-USD Liq-Pdi US MM LUX 07/16 USD 85.46 0.5 1.4 2.4

PF (LUX)-USD Sov Liq-Pca OT OT LUX 07/16 USD 101.57 0.3 1.4 NS

PF (LUX)-USD Sov Liq-Pdi OT OT LUX 07/16 USD 100.86 0.3 1.5 NS

PF (LUX)-Water-Pca GL EQ LUX 07/16 EUR 109.07 5.9 –13.0 –18.4

PF (LUX)-WldGovBds-Pca GL BD LUX 07/17 USD 161.67 –1.9 4.1 9.4

PF (LUX)-WldGovBds-Pdi GL BD LUX 07/17 USD 133.82 –1.9 4.1 9.4

PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 07/16 USD 44.20 6.5 –52.3 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 07/16 USD 10.91 39.2 –9.5 –16.3

Japan Fund USD JP EQ IRL 07/17 USD 15.43 5.0 0.3 –9.6

Polar Healthcare Class I USD OT OT IRL 07/16 USD 10.83 NS NS NS

Polar Healthcare Class R USD OT OT IRL 07/16 USD 10.84 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 07/15 USD 96.59 62.5 –21.1 –9.6

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 07/16 EUR 576.29 2.3 –22.0 NS

Core Eurozone Eq B EU EQ IRL 07/16 EUR 686.27 4.4 –20.1 NS

Euro Fixed Income A EU BD IRL 07/16 EUR 1166.66 3.1 –3.0 –3.6

Euro Fixed Income B EU BD IRL 07/16 EUR 1242.08 3.4 –2.4 –3.0

Euro Small Cap A EU EQ IRL 07/16 EUR 973.80 14.9 –25.5 –33.7

Euro Small Cap B EU EQ IRL 07/16 EUR 1040.26 15.2 –25.0 –33.3

Eurozone Agg Eq A EU EQ IRL 07/16 EUR 533.94 7.4 –22.9 –29.4

Eurozone Agg Eq B EU EQ IRL 07/16 EUR 765.23 7.8 –22.5 –29.0

Glbl Bd (EuroHdg) A GL BD IRL 07/16 EUR 1282.84 7.1 1.4 0.4

Glbl Bd (EuroHdg) B GL BD IRL 07/16 EUR 1357.90 7.5 2.1 1.1

Glbl Bd A EU BD IRL 07/16 EUR 1036.91 5.8 9.4 0.8

Glbl Bd B EU BD IRL 07/16 EUR 1100.83 6.1 10.0 1.4

Glbl Real Estate A OT EQ IRL 07/16 USD 692.39 3.9 –35.0 –29.6

Glbl Real Estate B OT EQ IRL 07/16 USD 711.85 4.2 –34.6 –29.2

Glbl Real Estate EH-A OT EQ IRL 07/16 EUR 634.09 1.1 –33.6 –30.7

Glbl Real Estate SH-B OT EQ IRL 07/16 GBP 59.35 0.1 –34.4 –30.4

Glbl Strategic Yield A EU BD IRL 07/16 EUR 1354.49 19.8 –6.2 –5.0

Glbl Strategic Yield B EU BD IRL 07/16 EUR 1445.50 20.2 –5.6 –4.4

Japan Equity A JP EQ IRL 07/16 JPY 11119.00 7.6 –28.4 –30.1

Japan Equity B JP EQ IRL 07/16 JPY 11819.00 7.9 –28.0 –29.6

PacBasn (Ex-Jap) Eq A AS EQ IRL 07/16 USD 1772.15 37.8 –13.3 –16.7

PacBasn (Ex-Jap) Eq B AS EQ IRL 07/16 USD 1886.04 38.2 –12.8 –16.2

Pan European Eq A EU EQ IRL 07/16 EUR 784.59 9.2 –22.3 –28.0

Pan European Eq B EU EQ IRL 07/16 EUR 834.08 9.5 –22.0 –27.6

US Equity A US EQ IRL 07/16 USD 731.47 9.3 –25.6 –21.1

US Equity B US EQ IRL 07/16 USD 781.05 9.7 –25.1 –20.6

US Small Cap A US EQ IRL 07/16 USD 1070.88 6.5 –27.6 –23.8

US Small Cap B US EQ IRL 07/16 USD 1144.11 6.8 –27.2 –23.3

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 07/17 SEK 66.59 10.6 –24.8 –30.1
Choice Japan Fd JP EQ LUX 07/17 JPY 45.97 2.2 –31.2 –31.5
Choice Jpn Chance/Risk JP EQ LUX 07/17 JPY 47.66 6.4 –36.5 –33.1
Choice NthAmChance/Risk US EQ LUX 07/17 USD 3.28 17.2 –31.4 –21.3
Europe 2 Fd OT OT LUX 06/12 EUR 0.79 14.1 –33.2 –28.9
Europe 3 Fd EU EQ LUX 07/17 EUR 3.35 9.6 –28.7 –31.5
Global Chance/Risk Fd GL EQ LUX 07/17 EUR 0.50 6.6 –22.4 –25.7
Global Fd GL EQ LUX 07/17 USD 1.78 7.0 –30.9 –24.6
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 07/17 USD 6.16 35.9 –11.5 –16.6
Currency Alpha EUR -IC- OT OT LUX 07/17 EUR 10.51 –3.7 –0.6 1.3
Currency Alpha EUR -RC- OT OT LUX 07/17 EUR 10.43 –4.0 –1.0 0.8
Currency Alpha SEK -ID- OT OT LUX 07/17 SEK 97.77 –7.5 –4.6 NS
Currency Alpha SEK -RC- OT OT LUX 07/17 SEK 115.26 –4.0 –1.0 0.8
Generation Fd 80 OT OT LUX 07/17 SEK 7.20 12.7 –8.8 NS
Nordic Focus EUR NO EQ LUX 07/17 EUR 61.77 23.8 –23.4 NS
Nordic Focus NOK NO EQ LUX 07/17 NOK 69.24 23.8 –23.4 NS
Nordic Focus SEK NO EQ LUX 07/17 SEK 72.70 23.8 –23.4 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 07/17 USD 1.52 9.6 –25.0 –22.5
Ethical Global Fd GL EQ LUX 07/17 USD 0.67 11.9 –26.3 –23.8
Ethical Sweden Fd NO EQ LUX 07/17 SEK 35.82 29.9 0.4 –15.3
Europe Fd OT OT LUX 06/12 USD 1.78 8.8 –25.8 –24.9
Index Linked Bd Fd SEK OT BD LUX 07/17 SEK 12.83 0.8 2.3 5.3
Medical Fd OT EQ LUX 07/17 USD 2.80 –2.4 –19.8 –13.7
Short Medium Bd Fd SEK NO MM LUX 07/17 SEK 8.80 1.1 2.1 2.8
Technology Fd OT EQ LUX 07/17 USD 2.09 34.4 –13.3 –13.4
World Fd NO BA LUX 07/17 USD 1.80 12.4 –24.4 –18.7

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 07/17 EUR 1.27 0.0 0.4 1.4
Short Bond Fd SEK NO MM LUX 07/17 SEK 21.91 1.6 2.2 2.9
Short Bond Fd USD US MM LUX 07/17 USD 2.49 –0.2 0.5 1.8

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 07/17 SEK 10.15 0.9 –0.5 0.6
Alpha Bond Fd SEK -B- NO BD LUX 07/17 SEK 8.79 0.9 –0.5 0.6
Alpha Bond Fd SEK -C- NO BD LUX 07/17 SEK 25.41 0.8 –0.6 0.5
Alpha Bond Fd SEK -D- NO BD LUX 07/17 SEK 7.91 0.8 –0.6 0.5
Alpha Short Bd SEK -A- NO MM LUX 07/17 SEK 11.06 2.3 3.0 3.4
Alpha Short Bd SEK -B- NO MM LUX 07/17 SEK 10.12 2.3 3.0 3.4
Alpha Short Bd SEK -C- NO MM LUX 07/17 SEK 21.63 2.3 2.9 3.3
Alpha Short Bd SEK -D- NO MM LUX 07/17 SEK 8.19 2.3 2.9 3.3
Bond Fd SEK -C- NO BD LUX 07/17 SEK 42.32 1.8 11.6 6.9
Bond Fd SEK -D- NO BD LUX 07/17 SEK 12.29 1.9 11.6 6.3
Corp. Bond Fd EUR -C- EU BD LUX 07/17 EUR 1.18 7.9 1.5 0.1
Corp. Bond Fd EUR -D- EU BD LUX 07/17 EUR 0.90 7.9 1.6 –0.1
Corp. Bond Fd SEK -C- NO BD LUX 07/17 SEK 11.59 7.9 –2.9 –1.5
Corp. Bond Fd SEK -D- NO BD LUX 07/17 SEK 8.76 7.9 –2.8 –1.4
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 07/17 EUR 101.95 –1.8 4.6 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 07/17 EUR 106.37 2.7 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 07/17 SEK 1175.49 2.7 9.1 NS
Flexible Bond Fd -C- NO BD LUX 07/17 SEK 21.33 2.2 6.5 4.6
Flexible Bond Fd -D- NO BD LUX 07/17 SEK 11.66 2.2 6.5 4.6

n SEB Global Hedge
SEB Asset Sele Defensive Acc OT OT LUX 07/17 SEK 77.24 –3.5 –25.7 –16.5
SEB Asset Sele Defensive Inc OT OT LUX 07/17 SEK 70.56 –3.6 –25.8 –17.7

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 07/17 USD 2.10 36.8 –23.5 –15.6

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 07/17 SEK 27.13 61.6 11.9 –16.2
Europe Chance/Risk Fd EU EQ LUX 07/17 EUR 849.27 11.4 –30.8 –33.2

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 07/15 EUR 28.37 0.0 –6.8 0.1
Bonds Eur Corp A OT OT LUX 07/15 EUR 22.08 6.5 3.3 0.2
Bonds Eur Hi Yld A OT OT LUX 07/15 EUR 17.56 32.0 –7.7 –10.7
Bonds EURO A OT OT LUX 07/16 EUR 40.27 2.0 9.4 5.6
Bonds Europe A OT OT LUX 07/16 EUR 38.47 1.5 8.5 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 07/15 USD 34.20 8.5 8.0 7.3
Bonds World A OT OT LUX 07/15 USD 40.60 1.9 2.2 8.8
Eq. China A OT OT LUX 07/16 USD 20.14 34.7 –6.0 –13.9
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 07/16 USD 15.18 6.5 –41.2 –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 07/16 EUR 9.54 13.3 –25.2 –32.8
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 07/16 USD 22.92 8.9 –25.2 –24.9
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 07/16 USD 24.72 18.2 –19.0 –4.1
Eq. Japan Sm Cap A OT OT LUX 07/16 JPY 1033.70 14.1 –16.6 –30.9
Eq. Japan Target A OT OT LUX 07/17 JPY 1704.41 8.9 –9.9 –17.2
Eq. Pacific A OT OT LUX 07/16 USD 8.20 28.5 –19.4 –18.7
Eq. US ConcenCore A OT OT LUX 07/16 USD 18.72 15.2 –19.1 –16.3
Eq. US Lg Cap Gr A OT OT LUX 07/16 USD 12.88 19.4 –31.1 –20.2
Eq. US Mid Cap A OT OT LUX 07/16 USD 23.77 18.6 –28.3 –19.5
Eq. US Multi Strg A OT OT LUX 07/16 USD 17.89 12.0 –29.8 –23.7
Eq. US Rel Val A OT OT LUX 07/16 USD 17.15 10.4 –27.4 –28.0
Eq. US Sm Cap Val A OT OT LUX 07/16 USD 13.51 4.4 –35.8 –32.3
Eq. US Value Opp A OT OT LUX 07/16 USD 13.83 6.7 –36.8 –31.8
Money Market EURO A OT OT LUX 07/16 EUR 27.34 0.8 2.8 3.5
Money Market USD A OT OT LUX 07/16 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 07/17 JPY 8524.00 –0.9 –33.8 –37.5
YMR-N Japan Fund OT OT IRL 07/17 JPY 9497.00 0.6 –32.7 –34.5
YMR-N Small Cap Fund OT OT IRL 07/17 JPY 6606.00 2.9 –26.6 –36.9

n Yuki 77 Series
Yuki 77 General JP EQ IRL 07/17 JPY 5899.00 –0.1 –35.5 –35.6
Yuki 77 Growth JP EQ IRL 07/17 JPY 5600.00 –5.3 –38.6 –40.0

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 07/17 JPY 6299.00 0.9 –33.0 –36.1
Yuki Chugoku JpnLowP JP EQ IRL 07/17 JPY 7854.00 –4.1 –28.0 –31.3

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 07/17 JPY 6654.00 –1.7 –36.3 –36.8

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 07/17 JPY 4393.00 –3.4 –39.2 –37.0
Yuki Hokuyo Jpn Inc JP EQ IRL 07/17 JPY 5086.00 –3.7 –31.1 –31.7
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 07/17 JPY 4865.00 3.4 –24.6 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 07/17 JPY 4135.00 –2.7 –42.4 –39.9
Yuki Mizuho Jpn Dyn Gro OT OT IRL 07/17 JPY 4431.00 –1.4 –41.9 –40.6
Yuki Mizuho Jpn Exc 100 OT OT IRL 07/17 JPY 6292.00 3.1 –36.2 –36.3
Yuki Mizuho Jpn Gen OT OT IRL 07/17 JPY 8046.00 0.3 –32.9 –36.2
Yuki Mizuho Jpn Gro OT OT IRL 07/17 JPY 6164.00 –1.4 –32.3 –37.5
Yuki Mizuho Jpn Inc OT OT IRL 07/17 JPY 7377.00 –7.2 –35.2 –34.1
Yuki Mizuho Jpn Lg Cap OT OT IRL 07/17 JPY 4846.00 –2.8 –34.8 –35.1
Yuki Mizuho Jpn LowP OT OT IRL 07/17 JPY 11316.00 –0.2 –24.1 –29.7
Yuki Mizuho Jpn PGth OT OT IRL 07/17 JPY 7639.00 0.0 –36.5 –37.3
Yuki Mizuho Jpn SmCp OT OT IRL 07/17 JPY 6705.00 9.3 –25.7 –35.9
Yuki Mizuho Jpn Val Sel OT OT IRL 07/17 JPY 5470.00 5.3 –29.5 –31.9
Yuki Mizuho Jpn YoungCo OT OT IRL 07/17 JPY 2781.00 16.5 –30.5 –42.5

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 07/17 JPY 4674.00 3.8 –39.1 –37.9

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 07/17 JPY 5078.00 –0.4 –34.5 –37.5
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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 989.59 –0.7 –25.0 –15.0

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 07/03 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 07/10 GBP 0.98 5.1 –13.9 –4.4
Global Absolute EUR OT OT NA 07/10 EUR 1.46 5.2 NS NS
Global Absolute USD OT OT GGY 07/10 USD 1.85 5.4 –12.4 –4.1

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 06/30 EUR 79.67 4.4 –32.1 –13.9
Special Opp Inst EUR OT OT CYM 06/30 EUR 75.05 4.5 –31.8 –13.4
Special Opp Inst USD OT OT CYM 06/30 USD 84.99 5.3 –29.0 –11.4
Special Opp USD OT OT CYM 06/30 USD 83.52 4.9 –29.5 –12.0

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 4.6 –16.2 –6.8
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 5.1 –16.2 –5.1
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 6.0 –13.1 –3.7
GH FUND S EUR OT OT CYM 06/30 EUR 119.59 5.8 –15.1 –4.8
GH FUND S GBP OT OT JEY 06/30 GBP 123.88 5.3 –15.2 –4.1
GH Fund S USD OT OT CYM 06/30 USD 140.13 6.2 –12.7 –3.2
GH Fund USD OT OT GGY 06/30 USD 257.06 5.5 –13.8 –4.5
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 10.0 –30.8 –14.5
MultiAdv Arb CHF Hdg OT OT JEY 06/30 CHF 89.05 6.0 –20.7 –12.6
MultiAdv Arb EUR Hdg OT OT JEY 06/30 EUR 96.33 6.6 –20.3 –11.6
MultiAdv Arb GBP Hdg OT OT JEY 06/30 GBP 103.76 7.1 –21.1 –11.5
MultiAdv Arb S EUR OT OT CYM 06/30 EUR 102.40 7.0 –19.7 –10.6
MultiAdv Arb S GBP OT OT CYM 06/30 GBP 106.98 7.3 –26.7 –10.2
MultiAdv Arb S USD OT OT CYM 06/30 USD 116.92 7.9 –16.9 –9.1
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

Meride-n 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 –31.8 –23.2 1.3
Superfund GCT USD* OT OT LUX 07/14 USD 2631.00 –27.9 –23.5 –4.4
Superfund Gold A (SPC) OT OT CYM 07/14 USD 974.01 –16.2 –19.8 11.2
Superfund Gold B (SPC) OT OT CYM 07/14 USD 1019.47 –24.4 –27.1 7.7
Superfund Q-AG* OT OT AUT 07/14 EUR 7342.00 –16.2 –11.7 2.2

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
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Chinese oil firms to buy
share in Angola oil field

Ahab group alleges fraud
Saudi conglomerate
sues Maan al Sanea
in New York court

CORPORATE NEWS
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By Tess Stynes

And Guy Chazan

Marathon Oil Corp. agreed to
sell a 20% stake in an Angolan oil-
field operation for $1.3 billion to Chi-
nese oil companies Cnooc Interna-
tional Ltd. and Sinopec Corp. The
U.S. oil company will retain a 10% in-
terest in the enterprise.

Marathon previously announced
12 successful exploration wells in an
area known as Block 32, a tract lo-
cated 140 kilometers off the African
country’s coast.

Block partners have rights of
first refusal on the sale. Others with
interests in the operation include To-
tal SA, which holds a 30% stake and
is the project’s operator, and Exxon
Mobil Corp., which owns 15%.

The deal marks the latest asset
sale by Marathon, which also has re-
finery operations and has been try-
ing to tighten its focus.

Angola is a major supplier of
crude oil to China and has been a big
recipient of Chinese financing. Chi-
nese companies, meanwhile, have
been looking to lock up commodity
sources to fuel the country’s eco-
nomic growth. Sinopec, formally
known as China Petroleum & Chemi-
cal Corp., and Cnooc are China’s sec-
ond- and third-largest oil producers
by capacity, respectively, after
China National Petroleum Corp.

Separately, British oil major BP
PLC, already the largest producer of
oil and gas in the U.S. Gulf of Mexico,
said it had drilled a successful ap-
praisal well in its Mad Dog develop-
ment in the Gulf that could lead to a
significant increase in production.

The results put Mad Dog in the
same league as BP’s two giant fields
in the Gulf, Thunder Horse and Atlan-
tis, the company said. A spokesman
called the drilling results “very en-
couraging.” BP is reviewing ways to
increase production from Mad Dog,
which currently stands at 80,000
barrels of oil equivalent a day.

By Andrew Critchlow

And Oliver Klaus

Ahmed Hamad Al Gosaibi &
Brothers Co., a powerful Saudi con-
glomerate, filed a case in New York
alleging that Saudi billionaire Maan
al Sanea fraudulently “misappropri-
ated approximately $10 billion.”

A copy of the suit filed on July 15
at the New York State Supreme
Court in Manhattan alleges Mr. Sa-
nea “obtained loans frequently us-
ing forged or falsified documents
and then diverted the funds re-
ceived to his own use.”

A spokesman for Saad Group, a
conglomerate controlled by Mr. Sa-
nea that Moody’s Investor Service
estimates holds about $30 billion in
assets, said Friday that the Saudi bil-
lionaire is unaware of the lawsuit.

“If we are served with such a
claim, we will respond to it vigor-
ously,” a spokesman for Saad Group
said in an email to Zawya Dow Jones.

Ahmed Hamad Al Gosaibi &
Brothers, or Ahab, filed the suit
against Mr. Sanea in response to a
case filed in May against Ahab by
United Arab Emirates-based lender
Mashreqbank over $150 million that
the bank alleges it is owed by Ahab.
A representative of Ahab couldn’t
be reached to comment.

The case filed against Mr. Sanea
alleges that he “siphoned” funds
from Ahab and “fraudulently ob-
tained money as a result of unautho-

rized, noncommercial transactions
with a variety of financial institu-
tions in the United States, the Mid-
dle East, and elsewhere, including,
apparently, Mashreq.”

Ahab says that Mr. Sanea served
as a senior executive at its financial-
services unit, Money Exchange.

The case could add to concerns
about Saad Group and Ahab, as they
struggle to restructure their debts af-
ter details of financial difficulties at
both companies emerged in May. In
June, Ahab said it had discovered evi-
dence of financial irregularities at
its financial-services unit but didn’t
identify the company by name.

The Gosaibi family, which besides
owning Ahab controls stakes in
Saudi American Bank as well as other
interests in shipping and industry in
the kingdom, has said it may face
losses at its Bahraini banking unit.

MUMBAI—Tata Consultancy
Services Ltd., India’s largest soft-
ware exporter by revenue, posted a
22% rise in its fiscal first-quarter
profit, as cost control measures
helped boost its operating margin.

TataConsultancyisthesecondma-
jor Indian information-technology
firm to report better-than-expected
results, underscoring optimism that
the worst is over for local software
firms. Last week, Infosys Technolo-
gies Ltd. posted a 17% rise in profit.

India’s software exporters,
which earn most of their revenue
from the U.S. and Europe, have been
hurt by the global economic slow-
down as clients are cutting costs, in-
cluding spending on technology.

Profit during the April-June pe-
riod totaled 15.20 billion rupees
($313 million) compared with 12.44
billion rupees a year earlier, accord-
ing to U.S. accounting standards.

The Mumbai-based company
said revenue rose 12% to 72.07 bil-
lion rupees from a year earlier,
helped by the addition of 26 clients.

Tata Consultancy saw its total
work force decline by 2,746 at the
end of the quarter to 141,642.

Tata Consultancy
sees profit gain
amid optimism
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Indonesia slips after attack;
Japan and Hong Kong rise
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China appoints Yi Gang
as its top forex regulator
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Indonesian stocks tumbled Fri-
day following two fatal bomb blasts
at luxury hotels in Jakarta, but
losses were pared during the course
of the day as investors remained op-
timistic about the country’s eco-

nomic and political
prospects.

“Global factors
are still in favor of
Indonesia. Pessi-

mism over the U.S. economy is reced-
ing, encouraging global investors to
re-enter emerging markets, includ-
ing Indonesia,” said Standard Char-
tered economist Eric Sugandi.

Indonesia’s JSX Composite index
fell 2.7% in early trading, but recov-
ered to close down 0.6% at 2106.35.
The market will be closed Monday
for the Isra’ and Mi’raj holiday.

Shares of PT Holcim Indonesia
fell 3.8%. Chief Executive Timothy

Mackay was among those killed in
the bomb blasts, a company official
said. Among other Indonesian
shares, Bakrie & Brothers shed 2.3%,
Bumi Resources declined 1.1% and
Bank Negara Indonesia also lost 1.1%.

Elsewhere, most Asian markets
took home weekly gains, with com-
modity and shipping stocks broadly
advancing on hopes of an economic
recovery.

Japan’s Nikkei Stock Average of
225 companies rose 0.6% to 9395.32
for its fourth straight positive close,
ending the week up 1.2%. Trading
volumes were modest ahead of a
three-day weekend, with markets
closed Monday for Marine Day.
NEC’s 8.9% fall helped restrain any
market upside on dilution concerns
over a possible plan to boost capital.

Property shares helped Hong
Kong’s Hang Seng index, which rose
2.4% to 18805.66 Friday and climbed
6.2% for the week.

By Jason Zweig

Based on recent headlines, you
might think that Americans are fi-
nally saving again. Want to bet?

In 2007, the latest year for
which final numbers are available,

Americans spent
$92.3 billion on le-
galized gambling,
according to Chris-
tiansen Capital Ad-
visors; that same
year, says the U.S.

Bureau of Economic Analysis,
Americans saved only $57.4 billion.

So, if Americans are to save
more, maybe we should make sav-
ing feel more exciting than just a
dull deposit into a bank account.

The BEA recently estimated
that personal saving—what is left
of Americans’ disposable income
after spending—has risen to a
6.9% annual rate.

Starting in the late 1980s, the
personal-saving rate began to fall
from the 8% to 10% range. By
2005, households were spending
99.6 cents of every dollar they
earned.

Now, however, frightened by
foreclosures and menaced by ris-
ing unemployment, Americans are
saving almost as much as they
used to.

Or are they?
Charles Biderman of TrimTabs

Investment Research, an economic-
analysis firm, has studied the sav-
ing rate for years. He adjusted for
one-time boosts from the stimulus
package and used daily income-tax
reports from the U.S. Treasury to
take the latest job losses into ac-
count. By this revised estimate,
the saving rate may actually be
running as low as 0.9%. (People
who have been thrown out of work
often can’t save.)

A BEA spokesman declined to
dispute Mr. Biderman’s adjust-
ments, saying only “TrimTabs has
a different method of calculating.”

It makes sense that the saving
rate might be lower than it looks;
spendthrifts don’t turn into misers
overnight. But we would be better
off as an economy and as a society
if Americans spent less and saved
more.

The late, great investment man-
ager Sir John Templeton warned
me 20 years ago: “Those who
spend too much will eventually be
owned by those who are thrifty.”
If you wonder how China, Japan,
Hong Kong and Taiwan ended up

amassing $1.65 trillion in U.S. Trea-
sury bonds, the answer lies largely
in Americans’ credit-card bills.

Today, credit cards and online
shopping make deferring gratifica-
tion harder than Ben Franklin ever
could have imagined. And Ameri-
cans are in hock up to their ears,
with $10.5 trillion in mortgages

and another $2.6 trillion in con-
sumer credit. It isn’t any wonder
that saving feels impossible to
many people.

But psychologists have long
known that people tend to overes-
timate the odds of rare events. Ap-
plying that behavioral insight, fi-
nance professor Peter Tufano of
Harvard Business School has de-
vised a clever program called
“Save to Win.”

Launched earlier this year for
members of eight credit unions in
Michigan, it is a cross between a
certificate of deposit and a raffle
ticket. Members who put $25 or
more into a Save to Win one-year
CD are entered into a monthly
“savings raffle” for prizes as much
as $400, plus one annual drawing
for a $100,000 jackpot. Only Michi-
gan residents are eligible to partic-
ipate.

This unusual CD is federally
guaranteed by the National Credit
Union Administration and pays be-
tween 1% and 1.5% annual interest,
a bit lower than conventional

rates. In 25 weeks, the program
has attracted about $3.1 million in
new deposits, often from people
who have never been able to set
money aside.

Takisha Turner, 33 years old, is
a dispatcher for the valet-parking
department at Greektown Casino
in Detroit. Ms. Turner doesn’t gam-
ble, but she has always struggled
to save. She had only about $10 in
her savings account at Communi-
cating Arts Credit Union when she
walked in a few weeks ago and
heard about Save to Win.

“The teller said somebody else
she told about it won,” says Ms.
Turner, “So I said, ‘Well, you must
be good luck then.’ I thought it
was a good idea, because earning
interest means you win anyway.
So I put down the minimum, $25.”

This past week, Ms. Turner
won $400. She plowed the $400
back into her Save to Win account,
getting a second shot at winning
the $100,000 grand prize.

The odds are low—the exact
chances depend on how many de-
posits come in throughout the
year—but that’s beside the point.
The odds of winning the $100,000
jackpot in Michigan’s state-spon-
sored Fantasy 5 lottery are 1 in
575,757, and you won’t get your
dollar back with interest if you
don’t win.

People love to gamble and hate
to save. With Save to Win, says
Communicating Arts Credit Union
President Hank Hubbard, “You are
sort of betting, but there’s no los-
ing.” If the U.S. is to become a na-
tion of savers again, Americans
will need more innovations like
this—and the regulatory flexibility
to allow them.

Email: intelligentinvestor@wsj.com

Using lottery effect to save
Credit unions score
with program that
encourages savings
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By J.R. Wu

BEIJING—China named Yi Gang,
a U.S.-trained economist and a cur-
rent vice governor of the People’s
Bank of China, as the country’s top
foreign-exchange regulator.

The appointment comes as new
data underscored China’s position
as a huge force in global capital mar-
kets. Last week, China said its for-
eign-exchange reserves surged past
the $2 trillion mark in the second
quarter for the first time.

The stockpile—the world’s larg-
est currency reserves—grew by
$177.87 billion in the quarter to
$2.132 trillion, the largest quarterly
rise on record. In May, China also in-
creased its importance for U.S. pol-
icy makers, lifting its Treasury hold-
ings by $38 billion to a total of
$801.5 billion.

While Japan and Russia cut their
Treasury holdings in May, China
ramped up its purchases, posting
the biggest one-month increase
since October. China now has more
than 20% of total Treasury holdings
among foreign central banks and
nearly matches the total amount Ja-
pan and Russia hold together.

At the State Administration of
Foreign Exchange, Mr. Yi succeeds
former director Hu Xiaolian. Ms. Hu
remains one of six People’s Bank of
China vice governors.

The move isn’t likely to fluster

foreign-exchange markets or herald
any change in China’s exchange-rate
policy and reform.

Mr. Yi and Ms. Hu are both 51
years old and longtime veterans of
China’s central bank, with deep
knowledge of currency issues.

Both are regular representatives
for the PBOC at global conferences
such as the annual meetings of the
International Monetary Fund and
the World Bank.

Mr. Yi received his doctorate in
economics from the University of
Illinois and went on to teach at In-
diana University in the 1980s and
early 1990s. He joined the PBOC in
1997 and was chief of its monetary-
policy department and then an as-
sistant governor before being
named a PBOC vice governor in De-
cember 2007.

Ms. Hu holds a master’s of eco-
nomics from the PBOC Graduate
School and has been a PBOC vice gov-
ernor since August 2005.

China’s latest increase in foreign
reserves adds to the already extraor-
dinary amount of liquidity being
pumped through the nation’s econ-
omy. The central bank said Wednes-
day that loan growth accelerated to
34.4% in June from 30.6% in May,
while the increase in the broad M2
measure of money supply rose to
28.5% in June from 25.7% in May.
 —Juan Chen, Liu Li and Min Zeng

contributed to this article.

The program has
attracted about
$3.1 million
in new deposits.
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GE’s profit tumbles 49%
Loan losses continue
to hamper finance;
energy unit up 13%

Aer Lingus Group PLC

Irish airline Aer Lingus Group
PLC on Friday named Christoph Muel-
ler, former aviation director of TUI
Travel PLC, as its chief executive. Mr.
Mueller succeeds Dermot Mannion,
who said in early April that he was
stepping down, leaving the embat-
tled Irish flag carrier without a CEO
at a crucial time in its development.
The airline faces mounting losses
and is burning through its cash re-
serves in a deteriorating economic
climate. At the end of last year, net
cash stood at Œ654 million ($922 mil-
lion), down 14% from a year earlier,
and NCB Stockbrokers sees reserves
falling to about Œ400 million by the
end of this year. Analysts say Mr.
Mueller, who will take the reins on
Oct. 1, will have to reduce capital ex-
penditure, restructure the airline
and grapple with trade unions, as
well as review strategy and routes.

A drag on GE's engines
Net income for General Electric
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By John R. Emshwiller

George David, the 67-year-old
chairman and former chief execu-
tive of United Technologies Corp.,
reached a settlement with his
37-year-old wife in their highly pub-
licized divorce case.

Under the settlement, Marie
Douglas-David will receive about
$50 million, according to a
person familiar with the
matter. That is several mil-
lion dollars more than the
estimated $40 million to
$45 million she would
have received under a post-
nuptial deal the couple
signed during their seven-
year marriage.

During the case, court
filings and testimony dis-
closed details about the
spending habits of both
spouses. It emerged that
Ms. Douglas-David had an esti-
mated $50,000 a week in living ex-
penses while Mr. David spent tens of

thousands of dollars a week on
yacht racing. An attorney for Mr.
David declined to comment. An at-
torney for Ms. Douglas-David didn’t
respond to a request for comment.

The divorce case in a Hartford,
Conn., state court produced a range
of potentially embarrassing informa-
tion regarding Mr. David’s activities
at United Technologies, where he

had a successful, 15-year
tenure as CEO before step-
ping down from that post in
April of last year.

The Swedish-born Ms.
Douglas-David, a former se-
curities analyst, contended
she deserved more money
from the divorce than
called for in the postnup-
tial agreement because she
served as a de facto adviser
to her husband in running
United Technologies, an in-

ternational conglomerate that
makes products ranging from jet en-
gines to elevators.

Among other things, she con-

tended that Mr. David had shared in-
formation about possible mergers in-
volving United Technologies. An at-
torney for Mr. David has said any fi-
nancial talks her client had with his
wife were “incidental conversations”
that had no impact on the company.

Also surfacing were records re-
gardingMr.David’suseofUnitedTech-
nologies’ corporate aircraft for per-
sonal travel. Those records showed
thatMr.Davidusedcorporatehelicop-
ters and planes for hundreds of per-
sonal trips since 2002. In about a
dozen flights, the records showed,
guests ofMr.David’sflewwithouthim
being on board, including at least one
member of his racing-yacht crew as
wellasthewomanwhomMs.Douglas-
David’s attorneys identified in court
proceedings as his girlfriend.

United Technologies, in re-
sponse to questions from The Wall
Street Journal, defended Mr. Dav-
id’s use of the corporate aircraft but
said he had reimbursed the com-
pany for flights involving the
“unescorted guests.”

Executive in divorce settlement

CORPORATE NEWS

Deutsche Lufthansa AG

The European Commission said
Friday it is seeking clarification from
Deutsche Lufthansa AG on the carri-
er’s latest proposal to get antitrust
clearance for its planned takeover of
AustrianAirlinesAG.Lufthansa’slat-
est offer was sent to the commission,
the European Union’s executive
branch, late Thursday in a letter
signed by the German airline’s chair-
man. The commission is studying it
carefully and “seeking further infor-
mation,” said commission antitrust
spokesman Jonathan Todd. It is too
early to say whether the offer is suffi-
cient to get the required antitrust
clearance by the July 31 deadline
Lufthansa has set for the deal, Mr.
Todd said. He said earlier this month
that chances of regulatory approval
were fading fast because Lufthansa
wasn’tdoingenoughtoeliminatecon-
cerns the deal would reduce choice
and raise fares on some routes.

Pernod Ricard SA

French liquor company Pernod
Ricard SA on Friday estimated that
its revenue for the fiscal year
ended June 30 rose by about 9%,
supported by the integration of
Sweden’s Vin & Sprit. Pernod also
said it expects profit from recur-
ring operations for the fiscal year,
which excludes its acquisition of
Vin & Sprit, to expand at the lower
end of its prior 3% to 5% estimate.
Including the acquisition of Vin &
Sprit, profit from recurring opera-
tions will grow “slightly in excess
of 10%,” Pernod said. Pernod also
said that in the fourth quarter, its
operations in China and India con-
tinued to grow strongly, although
it said it faced difficult markets in
Ireland, Italy, South Korea and Ja-
pan. On Sept. 3 Pernod Ricard ex-
pects to publish detailed earnings
figures for its fiscal year.

Actelion Ltd.

Actelion Ltd. said Friday it plans
to start late-stage trials by year end
of its compound PGI2, a potential
treatment for pulmonary arterial hy-
pertension that the Swiss biotech-
nology company hopes will replace
drugs that are set to lose patent pro-
tection in coming years. Pulmonary
hypertension, or PAH, is a rare blood-
vessel disorder of the lungs. The
new compound, which aims to
widen arteries in order to decrease
blood pressure, proved safe and ef-
fective in a Phase II trial, the com-
pany said. “This efficacy with good
tolerability makes us determined to
accelerate our development pro-
gram,” Chief Executive Jean-Paul
Clozel said. Actelion gets the bulk of
its revenue from Tracleer, a treat-
ment for PAH, and also sells Ven-
tavis, which PAH patients inhale.

ArcelorMittal SA

Steel maker ArcelorMittal SA
said Friday its loan terms have been
loosened, with bankers agreeing not
to increase borrowing costs as long
as its debt-to-earnings ratio stays
under a new, higher limit. The com-
pany is carrying high debts from a re-
cent expansion and has posted large
losses in its past two quarters in the
economic downturn . It said it needs
more flexibility from its main bank-
ers by changing the financial-lever-
age covenant linked to Œ17 billion
($24 billion) credit facilities, a $4 bil-
lion revolving credit facility and a
$3.25 billion forward start facility.
ArcelorMittal said lenders agreed
not to increase borrowing costs un-
less its leverage ratio of net debt to
Ebitda soars above 3.5. The compa-
ny’s net debt to Ebitda ratio in the
year ended March 31 was 1.3.

GLOBAL BUSINESS BRIEFS

George David

By Paul Glader

General Electric Co. said second-
quarter net income fell 49% as the re-
cession took a toll on both its indus-
trial businesses and its struggling fi-
nance unit.

Profit at the finance division, GE
Capital, fell 80% to $590 million be-
cause of rising loan losses and a 29%
decline in revenue. Without a $678
million tax benefit, the unit would
have lost money.

In its industrial units, GE said or-
ders for equipment fell 42%. But a
strong order backlog, and GE’s grow-
ing service business, helped its en-
ergy unit report higher profit.

Overall, the Fairfield, Conn.,
conglomerate posted net income
of $2.68 billion, or 24 cents a
share, down from $5.26 billion, or
51 cents a share, a year ago. Reve-
nue fell 17% to $39.08 billion. The
tax benefit at GE Capital boosted
earnings by about six cents a
share. The results slightly ex-
ceeded analysts’ projections.

GE’s shares slid 6% to $11.65 in 4
p.m. composite trading on the New
York Stock Exchange as investors
worried about the downturn’s ef-
fects on the company.

“We expected across the board it
would be a tough quarter,” with earn-
ings down about 50%, said Perry Ad-
ams, vice president at Huntington
Private Financial Group. He said his
firm plans to keep its 6.4 million GE
shares because he thinks the com-
pany is managing decently through
the recession.

“Despite a difficult overall econ-
omy, we are pleased with our re-
sults,” said GE Chairman and Chief
Executive Jeffrey Immelt on a con-
ference call. He said the company is
focused on maintaining its indus-
trial-order backlog, operating its
high-margin maintenance and re-
pair services, and managing collec-
tions and losses at GE Capital.

GE reported some signs of stabil-
ity in its capital unit. Earlier, rising
loan losses in the operation

prompted GE to cut its dividend for
the first time in 71 years and cost
the company its coveted triple-A
debt rating.

Friday, GE said the unit already
had achieved its year-end goal to re-
duce its reliance on short-term debt
known as commercial paper to $50
billion, from $58 billion in the first
quarter. GE said it has completed its
long-term debt funding for the year
with $45 billion raised, most of it
backed by federal guarantees, and is
about 30%-funded for 2010.

Profit declined at four of GE Cap-
ital’s divisions, with its aircraft-
leasing operation posting a 3%
earnings increase. The real-estate
division, with $84 billion in assets,
reported a $237 million loss, com-
pared with a $484 million operat-
ing profit a year ago.

GE said delinquencies had im-
proved slightly in its U.S. credit-
card and equipment-loan busi-
nesses, compared with the first
quarter. But the delinquency rate on
GE’s U.K. mortgages rose to 13.2%
from 11.8% in the first quarter.

Standard & Poor’s called the fi-
nance results “weak” and said GE
likely will have to set aside more for
future loan losses.

GE Capital’s assets grew 2% from
the first quarter to $651 billion,
though the company has said it
wants to reduce assets to about
$400 billion.

Outside the finance group, GE’s

energy-infrastructure division said
its profit rose 13% to $1.79 billion.
But revenue and profit both de-
clined 11% at the unit that contains
its aviation, health-care and trans-
portation businesses.

In all, GE said its order backlog
fell slightly, to $169 billion from
$171 billion at the end of the first
quarter, but its backlog of service
orders grew.

Revenue and profit also fell at
the NBC Universal media unit. GE
said results were hurt by the sale of
the Sundance cable channel.

Mr. Immelt said the U.S. eco-
nomic-stimulus package, passed in
February, was a “nonfactor” during
the first half of 2009, but he expects
GE to benefit in the second half from
increased government spending.

The company hopes to get as
much as $200 billion of the stimulus
money targeted at projects in clean
energy and health care.

GE executives reiterated their op-
position to a Treasury proposal that
could force them to split off GE Capi-
tal. “We’re very committed to this
business model,” said Mr. Immelt.
The combination “has provided the
strength for us to work through” the
financial crisis.

GE executives said they believe
they have some support in Congress
for grandfathering in their corpo-
rate structure.
 —Bob Sechler

contributed to this article.

Mattel Inc.

Mattel Inc. reported an 82%
jump in second-quarter earnings as
cost cutting offset worse-than-ex-
pected sales that reflected consum-
ers’ diminished spending and retail-
ers’ efforts to curb inventories. The
company also blamed weak sales on
a lack of toys tied to summer movies
and TV shows. Looking ahead to the
holiday season, Chief Executive Rob-
ert A. Eckert said he expects retail-
ers and consumers to remain cau-
tious, but unlike last year’s dismal
Christmas, Mattel will be prepared
to align inventory with sales. The
toy giant reported a profit of $21.5
million, or six cents a share, up from
$11.8 million, or three cents a share,
a year earlier. Revenue fell 19% to
$898.2 million, with currency fluctu-
ations accounting for five percent-
age points of the decline.

Renault SA

Car maker’s sales fell 16.5%
in first six months of year

Car maker Renault SA said Fri-
day that global vehicle sales fell
16.5% in the first half, in line with
the overall sagging market. The
French auto maker said it sold 1.11
million cars and light trucks in the
first six months of the year, down
from 1.326 million a year earlier. In
June, the decline was 0.9%. While
the company kept its 3.7% share of
the global market, it reported a 0.5
percentage point loss in market
share at home in France after a drop
in short-term leasing sales. Renault
gained market share in Germany,
Spain and Belgium, but lost in Italy
and Britain. Sales of Renault-
branded vehicles fell 21.5%, while
sales of its low-cost Romanian Da-
cia brand rose 20.3%. The company
said that in the first half it had “sig-
nificantly positive” cash flow.

Executive Travel Program

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

www.thinkmediaoutdoor.be
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 07/16 USD 8.68 5.7 –26.0 –24.6

Am Blend Portfolio I US EQ LUX 07/16 USD 10.19 6.1 –25.3 –24.0
Am Growth A US EQ LUX 07/16 USD 25.68 12.1 –15.4 –14.3
Am Growth B US EQ LUX 07/16 USD 21.69 11.5 –16.2 –15.2
Am Growth I US EQ LUX 07/16 USD 28.35 12.6 –14.7 –13.6
Am Income A US BD LUX 07/16 USD 7.82 12.6 1.9 1.9
Am Income A2 US BD LUX 07/16 USD 17.20 13.0 1.9 1.9
Am Income B US BD LUX 07/16 USD 7.82 12.1 1.0 1.1
Am Income B2 US BD LUX 07/16 USD 14.87 12.6 1.2 1.2
Am Income I US BD LUX 07/16 USD 7.82 13.0 2.6 2.5
Am Value A US EQ LUX 07/16 USD 7.52 4.3 –18.2 –21.7
Am Value B US EQ LUX 07/16 USD 6.95 3.6 –19.0 –22.6
Am Value I US EQ LUX 07/16 USD 8.06 4.7 –17.5 –21.1
Asian Technology A OT EQ LUX 07/16 USD 12.24 39.9 –10.5 –17.1
Asian Technology B OT EQ LUX 07/16 USD 10.75 39.1 –11.4 –18.0
Asian Technology I OT EQ LUX 07/16 USD 13.59 40.4 –9.8 –16.5
Emg Mkts Debt A GL BD LUX 07/16 USD 13.91 24.6 2.3 1.9
Emg Mkts Debt A2 GL BD LUX 07/16 USD 17.41 25.1 2.4 2.0
Emg Mkts Debt B GL BD LUX 07/16 USD 13.91 24.0 1.3 0.9
Emg Mkts Debt B2 GL BD LUX 07/16 USD 16.84 24.4 1.4 1.0
Emg Mkts Debt I GL BD LUX 07/16 USD 13.91 24.9 2.8 2.5

Emg Mkts Growth A GL EQ LUX 07/16 USD 26.72 33.3 –31.2 –21.0
Emg Mkts Growth B GL EQ LUX 07/16 USD 22.76 32.7 –31.9 –21.7
Emg Mkts Growth I GL EQ LUX 07/16 USD 29.52 33.9 –30.7 –20.3
Eur Growth A EU EQ LUX 07/16 EUR 6.16 10.6 –24.3 –26.2
Eur Growth B EU EQ LUX 07/16 EUR 5.56 9.9 –25.2 –27.0
Eur Growth I EU EQ LUX 07/16 EUR 6.69 10.9 –23.8 –25.6
Eur Income A EU BD LUX 07/16 EUR 5.92 21.1 –1.3 –3.6
Eur Income A2 EU BD LUX 07/16 EUR 11.19 21.5 –1.3 –3.6
Eur Income B EU BD LUX 07/16 EUR 5.92 20.7 –2.0 –4.3
Eur Income B2 EU BD LUX 07/16 EUR 10.44 21.0 –2.1 –4.3
Eur Income I EU BD LUX 07/16 EUR 5.92 21.5 –0.7 –3.0
Eur Strat Value A EU EQ LUX 07/16 EUR 7.20 3.4 –29.3 –33.4
Eur Strat Value I EU EQ LUX 07/16 EUR 7.34 3.8 –28.7 –32.9
Eur Value A EU EQ LUX 07/16 EUR 7.73 6.2 –24.1 –30.6
Eur Value B EU EQ LUX 07/16 EUR 7.15 5.6 –24.8 –31.2
Eur Value I EU EQ LUX 07/16 EUR 8.90 6.6 –23.5 –30.0
Gl Balanced (Euro) A EU BA LUX 07/16 USD 14.21 6.1 –19.6 –18.5
Gl Balanced (Euro) B EU BA LUX 07/16 USD 13.91 5.6 –20.4 –19.3
Gl Balanced (Euro) C EU BA LUX 07/16 USD 14.12 6.0 –19.8 –18.8
Gl Balanced (Euro) I EU BA LUX 07/16 USD 14.42 6.5 –19.1 –18.0

Gl Balanced A US BA LUX 07/16 USD 14.37 8.1 –20.4 –17.4
Gl Balanced B US BA LUX 07/16 USD 13.72 7.5 –21.2 –18.2
Gl Balanced I US BA LUX 07/16 USD 14.85 8.5 –19.9 –16.8
Gl Bond A US BD LUX 07/16 USD 8.86 5.9 3.5 3.2
Gl Bond A2 US BD LUX 07/16 USD 15.08 6.1 3.5 3.2
Gl Bond B US BD LUX 07/16 USD 8.86 5.3 2.5 2.2
Gl Bond B2 US BD LUX 07/16 USD 13.27 5.6 2.5 2.2
Gl Bond I US BD LUX 07/16 USD 8.86 6.2 4.1 3.8
Gl Conservative A US BA LUX 07/16 USD 13.80 6.4 –9.3 –8.0
Gl Conservative A2 US BA LUX 07/16 USD 15.52 6.4 –9.3 –8.0
Gl Conservative B US BA LUX 07/16 USD 13.79 5.9 –10.2 –8.9
Gl Conservative B2 US BA LUX 07/16 USD 14.81 5.9 –10.2 –8.9
Gl Conservative I US BA LUX 07/16 USD 13.85 6.9 –8.5 –7.3
Gl Eq Blend A GL EQ LUX 07/16 USD 9.70 8.5 –35.2 –30.1
Gl Eq Blend B GL EQ LUX 07/16 USD 9.14 7.9 –35.8 –30.8
Gl Eq Blend I GL EQ LUX 07/16 USD 10.19 9.0 –34.6 –29.6
Gl Growth A GL EQ LUX 07/16 USD 35.11 8.9 –35.6 –28.7
Gl Growth B GL EQ LUX 07/16 USD 29.45 8.3 –36.2 –29.4

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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India Equity
Funds that invest primarily in the equities of Indian companies. At least 75% of total assets
are invested in equities. Ranked on % total return (dividends reinvested) in U.S. dollars for
one year ending July 17, 2009

Leading 15 Performers
FUND FUND LEGAL % Return in $US **
RATING NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

5 Comgest Comgest Asset USDiIreland 52.99 12.29 –5.42 NS
Growth India Acc Management International L

NS Cérès Monde Cérès Asset EURiFrance 50.05 9.47 NS NS
Indien A Acc Management

5 Franklin Franklin Templeton USDiLuxembrg 38.37 6.04–10.25 NS
India A Acc $ Investment Funds

NS Neptune Neptune Investment GBPiUnited Kingdom 61.30 5.56–12.27 NS
India A Acc Management Limited

4 Jyske Invest Jyske Invest DKKiDenmark 58.38 5.10 –9.67 23.93
Indiske Aktier Inc

NS First State First State GBPiUnited Kingdom 60.73 5.10 –5.23 NS
Indian Subcontinent A Acc Investments (UK) Ltd

3 Jyske Invest Jyske Invest USDiDenmark 56.05 4.11–10.36 23.51
Indian Equities Acc International

4 LionGlobal Lion Global SGDiSingapore 41.05 4.03 –8.31 23.63
India SGD Investors Ltd

3 First State First State USDiIreland 49.25 3.65 –7.33 24.37
Indian Subcontinent II Acc Investments (Hong Kong) Ltd

3 UTI India UTI International GBPiMauritius 44.37 2.49 –9.87 28.78
1986 Shares Ltd

Star performers excel amid global turbulence
Financial News lists
influential people
in European markets

FUND SCORECARD

INTERNATIONAL INVESTOR: THE FN100

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

1. Bill Winters
Co-CEO, investment banking
J.P. Morgan Chase & Co.
Mr. Winters has been the risk-

management brains behind J.P. Mor-
gan’s ascent in investment banking.
In the first quarter of this year, J.P.
Morgan posted a return on equity of
20% and a net margin of 19%, on
record revenue of $8.3 billion and
record earnings of $1.6 billion. Once
other banks stop taking write-
downs and return to profit, they will
chip away at J.P. Morgan’s lead, and
Mr. Winters will have to prove J.P.
Morgan hasn’t just vacuumed up
market share on the back of rivals’
misfortune.

2. Brady Dougan
Chief executive officer
Credit Suisse
Eyebrows were raised when Mr.

Dougan became Credit Suisse’s first
American chief executive in 2007, but
under his leadership, the bank’s
brand and reputation have remained
relatively untarnished through the
market turbulence, particularly com-
pared with compatriot UBS AG. He
hasn’t applied to the Swiss govern-
ment for a capital injection and after
cutting 3,800 jobs in December, the
bank more than doubled analyst ex-
pectations by reporting net income
of two billion Swiss francs ($1.86 bil-
lion) in the first quarter.

3. Anshu Jain
Co-head of investment bank-

ing, head of global markets
Deutsche Bank
Mr. Jain, 45 years old, is one of

the masterminds behind the trans-
formation in the past decade of Deut-
sche Bank from a German commer-
cial bank into one of the global pow-
erhouses in investment banking—
along with head of global banking
Michael Cohrs.

4. Alan Howard
Co-chief executive, co-founder

Brevan Howard
With Mr. Howard at the helm of

Europe’s largest and arguably most
successful hedge fund last year,
Brevan Howard Asset Management
LLP continues to set the standard to
which institutional hedge-fund man-
agers should aspire. With an empha-
sis on risk management, Mr.
Howard’s business bucked the indus-
try’s losing streak by continuing to
perform strongly—a record it is
maintaining this year.

5. Poul Nyrup Rasmussen
Member
European Parliament
Mr. Rasmussen may be the finan-

cial industry’s bogeyman, but he is
one with tremendous political mo-
mentum in the wake of the credit
crunch. A Danish politician, an MEP
and president of the Party of Euro-
pean Socialists, he sits on the Eco-
nomic and Monetary Affairs Com-
mittee and is an advocate of greater
regulation of the hedge-fund and pri-
vate-equity industries.

6. John Varley
Chief executive officer
Barclays PLC
Now in his fifth year as group

chief executive, Mr. Varley has been
putting out fires on all fronts. Share-
holders have been up in arms about
last year’s stake sale to Middle East-
ern investors, he has been to 10
Downing Street to discuss bankers’
remuneration and he publicly apolo-
gized for the industry's role in the
crisis. But bank hasn’t taken govern-
ment money and instead revealed a
14% rise in first-quarter profit to
£1.1 billion ($1.8 billion) boosted by
Barclays Capital’s “transforma-
tional” takeover of Lehman Broth-
ers in North America.

7. Adair Turner
Chairman
Financial Services Authority
Lord Turner may have won the

battle with Mervyn King, the gover-

nor of the Bank of England, when
U.K. Chancellor Alistair Darling de-
livered his White Paper on regula-
tion of the finance sector in the
wake of the credit crunch, but the
war is far from over. The FSA will
now have the power to implement
its own rules and new responsibility
to oversee financial stability.

8. Jonathan Moulds
President, EMEA
Bank of America Merrill Lynch
In January, Mr. Moulds took

charge of the combined Bank of

America and Merrill Lynch invest-
ment-banking operations in Europe,
the Middle East and Africa. Creating
a cohesive unit from two corporate
cultures won’t be easy for Mr.
Moulds, and the bank has suffered a
stream of departures.

9. Xavier Rolet
Chief executive officer
London Stock Exchange Group
Mr. Rolet took over from Dame

Clara Furse at the LSE in May and
swiftly set about cutting 120 jobs,
creating a new structure and cut-
ting fees. The LSE is hanging on as
the largest European stock market,
but its dominance of U.K. share trad-
ing has been sliding.

10. Karen Jones

Pensions director
Aviva staff pension plan
Ms. Jones has set a standard that

could revolutionize the notoriously
slow-acting U.K. pensions industry.
She has delegated certain decisions
for Aviva’s £7.3 billion staff pension
plan to an investment working party
of three trustee directors, which
meets once a week. Aviva’s weekly
meetings enable the pension plan to
take advantage of brief trading op-
portunities.

To read the full FN100, visit www.
efinancialnews.com/fn100 or WSJ.
com/Europe

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

Bill Winters, Brady Dougan and Anshu Jain lead Financial News’s list of 100 influential people in European capital markets.

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.

By Yasmine Chinwala

This year’s FN100, Financial
News’s annual list of the 100 most in-
fluential people in European capital
markets, has the highest rate of
churn in its five-year history. After a
year of unprecedented turmoil, only
a quarter of last year’s entrants have
kept their places.

Over the past three months, Fi-
nancial News canvassed market par-
ticipants and readers for opinion
and drew up lists within 10 catego-
ries—capital markets, chief execu-
tives, fund management, hedge
funds, investment banking, market
infrastructure, mergers and acquisi-
tions, private equity, regulators and
wealth management. All nominees
are based in Europe, and we ex-
cluded central bankers and those in
government with a few exceptions.
Candidates were then marked for in-
fluence over their areas, leadership
within their sectors, performance
over the past year and their capacity
to shape their businesses or indus-
tries over the year to come. The list
was then whittled by editors to 100.

The list reflects one of the most
significant overhauls of top talent in
European capital markets for a gen-
eration. Some of the biggest names
in the industry have disappeared for
a variety of reasons. These include
Jeremy Isaacs, who is no longer
chief executive for Europe and Asia
at Lehman Brothers; Philip Yea, the
former chief executive of 3i Group
PLC; Dame Clara Furse, the former
chief executive of the London Stock
Exchange; and Johnny Cameron,
who stepped down as chief execu-
tive of corporate markets at Royal
Bank of Scotland PLC.

Two categories were added:
chief executives, to account for the
increasing importance of group rep-
utation and strategy, and regulators,
who have been charged with creat-
ing stability and preventing a future
financial crisis on a global scale. The
derivatives category was removed
and debt and equities have been com-
bined into a new capital-markets cat-
egory to mirror the trend among
banks to unify their origination plat-
forms across products.

In general, equity capital markets
bankers have lost most from this
merging of categories given the pau-
city of deals in their sector—the only
companies that have been issuing eq-
uity so far this year are financial
firms busy trying to raise capital.
Likewise bankers focusing on struc-
tured credit and leveraged finance
have tended to drop out of the list.
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Elusive Noordin remains a potent threat
Terrorists who attacked two Indonesian hotels hid bomb parts in laptops, may have targeted Western businessmen

1. Mindanao Island
The 12,000-strong Moro Islamic Liberation Front
has fought a guerrilla war for an Islamic state in 
the southern Philippines since 1981. Osama bin 
Laden is believed to have helped channel funds 
to the group and over the past decade has trained 
Indonesian and Malaysian militants in remote 
jungle camps.

2. Jolo, Basilan islands
The Abu Sayyaf group was partly founded by 
Osama bin Laden’s brother-in-law in the 1990s as 
a means of radicalizing the predominantly 
Christian Philippines’ Muslim insurgencies. 
Instead, it embarked on a mostly localized reign 
of terror among these remote islands. 

3. Jakarta
The congested Indonesian capital has been hit by 
a string of deadly terrorist attacks, including a car 
bomb at the JW Marriott hotel in 2003 that killed 
12 people; a 2004 bombing of the Australian 
Embassy that killed several people; and Friday’s 
attack that killed nine people and injured dozens 
more including local businessmen.

4. Java
Jemaah Islamiyah was founded by Indonesian 
militants in the 1990s and established contact 
with al Qaeda and Philippines-based militant 
groups. It began to focus on Western targets 
after the Sept. 11, 2001 terrorist attacks in the 
U.S.

5. Bali 
The  beach island was hit with two major terrorist 
bombings that devastated the local tourism trade 
in 2002 and 2005. Indonesia executed three 
members of Jemaah Islamiyah for the bombings.

6. Southern Thailand
A Muslim insurgency in ethnic-Malay dominated 
provinces erupted in 2004. The conflict escalated 
with a series of bomb attacks. More than 3,600 
people have been killed since the insurgency 
began.

7. Ayuthaya
A joint Thai-CIA operation captured Hambali,
an operations chief of Jemaah Islamiyah, in this 
Thai city in 2003.

A restive region
Southeast Asia, a tourist and business destination, has also been home to a number of terrorist 
organizations, including some linked to al Qaeda. Some key spots:

The aftermath of the Jakarta Marriott bombing in 2003 An Indonesian official and an image of Noordin Mohamed Top in 2003 A firebombed ferry in the Philippines, in which 116 people died in 2004
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By James Hookway

And Tom Wright

JAKARTA—He has disguised him-
self as a beggar, an itinerant Muslim
cleric and a well-heeled business
traveler. But after the deadly attacks
on two Jakarta hotels Friday, there
is no mistaking that Noordin Mo-
hammad Top is now one of Asia’s
most-wanted terrorists.

Mr. Noordin, a 40-year-old mem-
ber of the Southeast Asian Jemaah Is-
lamiyah terrorist network, or associ-
ates linked to him, are among the
leading suspects in the nearly simul-
taneous suicide-bomb attacks that
killed nine people and injured 53 oth-
ers at Jakarta’s JW Marriott and Ritz
Carlton hotels on Friday.

The explosions have raised new
concerns about the growing sophis-
tication of terrorists in Asia and the
possibility that suicide bombers
may have been purposefully target-
ing a meeting of largely Western
businessmen. The bombers appar-
ently smuggled bomb parts into the
hotel disguised as laptops.

The attack had many of the hall-
marks of a Jemaah Islamiyah opera-
tion, analysts said, and Indonesian
police said an undetonated bomb
found in room 1808 of the JW Marri-
ott—which police believe the bomb-
ers used as their base—was almost
identical to a cache of bombs found
last week at a house owned by Mr.
Noordin’s father-in-law in Cilacap,
central Java. The Marriott room was
booked under the name Nurdin Azis,

which is similar to aliases Mr. Noor-
din has used in the past.

The unexploded bomb showed
“strong indications” that Mr. Noordin
or terrorist cells linked to him were in-
volved in Friday’s events, said An-
syaad Mbai, head of counterterrorism
at Indonesia’s Coordinating Ministry
for Political and Security Affairs, in an
interview on Saturday. “The bomb in
the Marriott was similar to ones we
found in Cilacap,” he said.

The terrorists’ success in smug-
gling bomb parts into the JW Marri-
ott underscores their growing ability
to beat tactics employed by security
experts in recent years to keep them
at bay. Because of past bouts with ter-
rorism in Indonesia, including bomb-
ings in Bali in 2002 that killed more
than 200 people, major Jakarta ho-
tels have some of the tightest secu-
rity in the world, with airport-style
metal detectors and heavily guarded
driveways with roadblocks.

The bombers appeared to have no
trouble getting past those security
measures, though, smuggling bomb
parts into the hotel disguised as lap-
tops, police said. The ability to assem-
ble bombs inside hotels is “definitely
a step up in their tactics,” said Paul
Quaglia, an analyst in Bangkok at PSA
Asia, a security consulting company
that has done an audit for the Ritz Car-
lton in Jakarta. “It’s definitely some-
thing that was well planned.”

Fears were also rising that the
bombers were targeting elite busi-
nessmen specifically. Noke Kiroyan,
an Indonesian citizen and former lo-

cal chairman of mining company Rio
Tinto PLC, was one of 19 executives
breakfasting in a small lounge in the
JW Marriott, which a local consult-
ing group hires each Friday for its
meetings. Mr. Kiroyan, who lost part
of his right ear in the attack, said he
believes that the bomber who hit the
hotel would have chosen the main res-
taurant on the other side of the JW
Marriott’s lobby, where most guests
were breakfasting and which was the
target of a 2003 attack on the same
hotel, if he had wanted to inflict the
maximum number of casualties. “I
think we were targeted,” he said.

Other Western executives in
Jakarta repeated concerns over the
possible targeting of business elites,
which they said may lead foreign
businesses to be more cautious
about how they operate in Indonesia
and possibly recalibrate expansion
plans. In recent years, Indonesia has
made strides in arresting terrorists,
making Westerners feel more se-
cure. ExxonMobil Corp. and other
foreign resource companies had re-
cently planned to increase the num-
ber of expatriate staff in Indonesia.

Intelligence experts believe Mr.
Noordin played a critical role in all
other major terrorist attacks in Indo-
nesia in the past decade, including the
2002 Bali bombings that killed more
than 200 people and a bombing at
Jakarta’s JW Marriott in 2003 that
left 12 dead. “Mr. Noordin is the most
capable and experienced bomber
within the broader Jemaah Islamiyah
group,” said Rohan Gunaratna, head

of the International Center for Politi-
cal Violence at Singapore’s Nanyang
Technological University.

Existing photos of Mr. Noordin, be-
lieved to date from his 30s, show a
well-groomed, handsome Malaysian
man with a goatee and short dark hair.
In other photos, he wears glasses and
parts his hair down the middle.

Born in Johor state in southern
Malaysia in 1968, Mr. Noordin at-
tended a local religious boarding
school, or madrassah, established by
two founding members of Jemaah Is-
lamiyah, Abu Bakar Ba’asyir and Ab-
dullah Sungkar. The headmaster,
widely known as Mukhlas , was a vet-
eran of Osama bin Laden’s interna-
tional brigade who fought in Afghani-
stan against the former Soviet Union
and last year was one of three men ex-
ecuted for the 2002 Bali bombings.

The young Mr. Noordin’s expo-
sure to militant Islamism intensified
when he went to study at the Techno-
logical University of Malaysia in
Kuala Lumpur. Security analysts and
intelligence officials say one of his
professors there was Azahari Husin,
who later became a leading bomb
maker with Jemaah Islamiyah and
worked closely with Mr. Noordin on a
series of attacks.

Mr. Noordin graduated in 1991 and
worked for a timeas an accountant be-
fore gravitating back to the madras-
sah where he studied as a youth in Jo-
hor, this time to teach, and gradually
become involved in militant Islam,
marrying the sister of another Je-
maah Islamiyah member.

In late 2001 or early 2002, Mr.
Noordin fled Malaysia with Mr. Aza-
hari after the Sept. 11 attacks on
New York and Washington and the-
subsequent crackdowns on sus-
pected militants world-wide. The
two men sought refuge with Jemaah
Islamiyah colleagues in Indonesia,
which was then experiencing a wave
of militant Islamist sentiment after
the fall of repressive late dictator Su-
harto in 1998. Intelligence officials
say the two men became involved in
planning the 2002 Bali nightclub sui-
cide bombings, which killed 202 peo-
ple, many of them Australians and
Americans. Mr. Azahari helped con-
struct the bombs, these officials say,
while Mr. Noordin helped recruit
new operatives, often from outside
the Jemaah Islamiyah network.

Terrorism analyst Zachary
Abuza, a professor at Simmons Col-
lege in Boston, argues that Mr. Noor-
din’s most telling innovation was to
persuade Indonesians to act as sui-
cide bombers—something not previ-
ously seen in this part of the world.

Mr. Noordin has proved adept at
slipping away from the Indonesian
police. In November 2005, Indone-
sian police tracked him and Mr. Aza-
hari to a safe house in central Java.
Mr. Azahari died in a hail of bullets
after refusing to surrender, accord-
ing to police officers at the scene,
well after Mr. Noordin had left.

Since then, according to intelli-
gence officials and court docu-
ments, Mr. Noordin has attempted
to establish new terrorist networks.
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New iron-ore pricing pushed
Miners, steelmakers
aim for a switch
to quarterly system

U.S. taxing of mutual funds
lags Europe, professor says

International investors
snap up Hungary’s bonds

Chinese mine workers transport iron
ore in Anhui province last year.
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By Arden Dale

The U.S. system for taxing mu-
tual funds needs to change to keep
the domestic-fund industry competi-
tive with Europe, according to a per-
son who consults on funds to the Se-
curities and Exchange Commission.

John C. Coates, a professor at
H a r v a rd L a w
School, has written
a set of recommen-
dations on taxing
and regulating mu-

tual funds that said some features of
the U.S. industry are anticompeti-
tive.

In a report released by the Com-
mittee on Capital Markets Regula-
tion, an independent, nonpartisan
research organization, Mr. Coates
proposes several changes.

He said Congress should let inves-
tors who own less than 2% of a U.S.
mutual fund’s shares defer capital-
gains tax until they sell fund shares.
The goal is to make it possible for
U.S. funds to market themselves di-
rectly to foreign investors.

Fund investors also could realize
capital losses the same way. And
they could invest in foreign funds in
countries that impose a tax on inves-
tors only when profits and dividends
are distributed without incurring

any additional U.S. taxes or penalty.
Mr. Coates said the U.S. mutual-

fund industry is hampered by tough
restrictions imposed by the Invest-
ment Company Act that make the in-
dustry dependent on the Invest-
ment Management Division of the
SEC for growth and innovation. The
SEC division hasn’t kept pace with
the growth of the fund industry, Mr.
Coates said.

At the end of 2008, mutual funds
held 24% of U.S. corporate equity,
and all investment companies had
27%, according to the Investment
Company Institute, an industry
trade group. Since 2006, invest-
ment companies collectively have
been the largest group of investors
in U.S. companies, the institute said.

The institute is “deeply inter-
ested” in examining ways to help mu-
tual-fund investors and improve the
competitiveness of U.S. funds, said
Mike McNamee, a spokesman for
the group.

It supports a bill that would let
mutual-fund investors who reinvest
capital gains defer taxation. The
Generating Retirement Ownership
Through Long-Term Holding Act
would defer taxation of automati-
cally reinvested capital-gains distri-
butions until shareholders sell in-
vestments.

MONEY & INVESTING

By Margit Feher

And Clare Connaghan

Hungary’s government raised
Œ1 billion ($1.41 billion) Friday
through the sale of bonds on interna-
tional capital markets, marking a sig-
nificant step in restoring Central
and Eastern Europe’s access to inter-
national finance.

During the first quarter of this
year, investors feared the region’s
dependence on exports to the euro
zone and credit lines from fragile
Western European banks had set it
up to take one of the the world’s
worst hits from the financial crisis.

But after a series of initiatives
from a range of multilateral develop-
ment agencies, including the Inter-
national Monetary Fund, confi-
dence in the region has returned.

Hungary’s offering was the first
such deal from a CEE country that
has received IMF assistance in this
crisis. It follows a steady reopening
of international capital markets for
CEE governments. After a fairly
quiet first quarter, the Czech Repub-
lic placed a Œ1.5 billion deal at the
end of April. Poland followed suit,
raising Œ750 million through the re-
opening of a 5.875%, 2014-dated
bond. Since then, there has been a
flurry of issuance.

“Investors appreciate that Cen-
tral and Eastern Europe is commit-
ted to addressing the economic im-
pact of the global financial crisis,
and that is allowing sovereigns in

the region to return to the interna-
tional capital markets,” said
Maryam Khosrowshahi, head of fi-
nancing and liability coverage for
the Central and Eastern Europe, Mid-
dle East and Africa region at Citi-
group in London.

Hungary’s first offering on exter-
nal bond markets since June 2008
priced at 99.835 for a coupon of
6.75%. Due to investors’ strong appe-
tite for the transaction, its under-
writers—Citigroup and ING—
priced the deal at 3.95 percentage
points over midswaps, having ini-
tially targeted a spread of four per-
centage points.

“The demand was unbelievable,”
Hungarian state debt management
center Chief Executive Laszlo Buzas
said. The offer was nearly three
times subscribed with Œ2.9 billion
orders received from 191 accounts.

Hungary’s success may well pave
the way for other sovereign borrow-
ers in the region who have also
turned to the IMF, such as Romania,
Belarus, Latvia and Ukraine.

Latvia’s government is still in
talks with the IMF over the second
tranche of a rescue loan totaling
Œ7.5 billion, put together last year by
the IMF, the European Union and
other international lenders.

A mission from the IMF was in
Riga last weekbut no agreements
have been announced, leading some
to wonder whether the fund will con-
tinue backing Latvia’s efforts to
climb out of a severe recession.

By Robert Guy Matthews

The world’s biggest miners and
steelmakers are on the brink of
forging a new system for setting
iron-ore prices, a move that is ex-
pected to increase the volatility of
steel prices and that comes at a
time of high tension between min-
ers and their biggest iron-ore cus-
tomer, China.

The new system would set iron-
ore contract prices on a quarterly
basis, rather than the current sys-
tem of establishing prices annu-
ally.

The agreement could be in
place as early as the end of the
year, according to miners and steel-
makers involved in crafting the
deal. Neither side is commenting
publicly because negotiations are
being held in secret.

Quarterly sales of iron ore,
which is almost exclusively used to
make steel, is likely to mean that
global steel prices will be more vol-
atile. Miners’ profits also are likely
to fluctuate with the price of iron
ore, especially for Brazil’s Vale SA
and Rio Tinto, both of which de-
rive the lion’s share of earnings
from iron-ore sales.

The more frequent negotia-
tions would allow miners and steel-
makers to rely on market supply
and demand, replacing the current
process that largely involves one
miner negotiating in secrecy with
a big steelmaker. Generally, all min-
ers and steelmakers adopt the out-
come from those annual negotia-
tions.

The secrecy and opaqueness of
the current pricing system is be-
hind the initial allegations by

China this month that four of Rio
Tinto’s iron-ore executives were in-
volved in bribery and espionage.

“Rio Tinto believes that the alle-
gations in recent media reports
that employees were involved in
bribery of officials at Chinese steel
mills are wholly without founda-
tion,” said Sam Walsh, the compa-
ny’s chief executive of the iron-ore
division, in a statement. “Rio Tinto
remains very concerned about the
four employees detained in Shang-
hai.”

The pending changes to the pric-
ing system have been in the works
for at least a year, but they were
hastened by the detainment of the
Rio executives, which has spooked
miners, who need to placate China.
But China isn’t holding all the
power: The country has a huge
need for steel but not much domes-
tic iron ore and therefore needs to
import from Australia, India, Bra-
zil and Africa.

To be sure, the pending
changes aren’t a panacea. There
will still be a fair amount of secre-
tive dealing.

The buying and selling of iron
ore differs from most minerals and
metals. For example, sales of alumi-
num and copper are based on an ex-
change system, such as the London
Metals Exchange, that, in theory,
shows both the current demand
and price for a particular metal or
mineral.

BHP Billiton, the world’s larg-
est miner, has been pushing to abol-
ish the current iron-ore-pricing
system in favor of relying on spot
market sales to determine the
price of each cargo of shipped iron
ore. BHP, though, has less to lose
than its rivals, Vale and Rio, be-
cause BHP sells less iron ore than
they do. Rio, which currently sells
about half of its iron ore on the
spot market, hasn’t taken a strong
public stance about changing from
the current system. Vale has lob-
bied to keep the current annual
contracting system.

Both miners and steelmakers
are locked in a battle for power to
control iron-ore prices. The com-
modity boom over the past few
years has given most of the power
to miners, who constantly raised
prices. But since the world’s econ-
omy slowed late last year, steel-
makers have been pressuring for
lower prices. Some countries, in-
cluding Japan and South Korea,
broke ranks with the benchmark
system and settled for their own
price cuts, in the range of 30%, ear-
lier this year. Chinese steelmak-
ers, the chief negotiators, have con-
tinued to press for deeper dis-
counts.
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