
British Health Secretary Andy Burnham rubs disinfectant gel into his hands outside a London clinic
Monday. He sought to reassure the public Britain was prepared to deal with a flu pandemic.

Breaking news at europe.WSJ.com
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CIT shares soar on rescue deal
Lender’s board approves the $3 billion private-sector financing, but challenges remain

Cashing out

Upward mobility goes bust
as Vegas’s boom times sour
News In Depth, pages 14-15

4 p.m. ET
PCT
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DJ Stoxx 600 213.22 +1.21
FTSE 100 4443.62 +1.25
DAX 5030.15 +1.04
CAC 40 3270.94 +1.63

Euro $1.4212 +0.71
Nymex crude $63.98 +0.66

Time for reforms
East Europe’s old eco-
nomic growth model isn’t
working anymore. Page 13

By Katharina Bart

ZURICH —UBS AG’s high-
profile spat with the U.S. In-
ternal Revenue Service has
made at least some of Switzer-
land’s smaller banks wary of
looking after U.S.-based cli-
ents. Some are stopping tak-
ing money from Americans al-
together.

Spurring the moves is
UBS’s battle with the IRS,
which wants access to 52,000
client accounts in a move
aimed at rooting out possible
tax fraud and, in the process,
potentially breaching Swit-
zerland’s own banking se-
crecy laws. Analysts expect
UBS to pay a hefty settlement
to resolve the matter before it
goes to court, which could
end the case and still protect

the identities of its clients.
That has made U.S.-based

clients look like an expensive
liability to some banks in Swit-
zerland. At least four Swiss fi-
nancial firms have put extra
measures in place in dealing
with clients living in the U.S.
or refused American money
outright.

Though these banks are
relatively small compared
with Switzerland’s dominant
private-banking giants such
as Julius Baer and Credit
Suisse Group—both of which
refused to say if they had
changed their procedures for
handling U.S. clients—the
moves show how UBS is un-
dermining the main selling
point of cross-border secrecy
that Swiss banks of all stripes

Please turn to page 31

Re
ut

er
s

Economy & Politics: The U.S. has a dilemma as Iran digs in against critics

Fo
ri

nf
or

m
at

io
n

or
to

su
bs

cr
ib

e,
vi

sit
w

w
w

.se
rv

ice
s.w

sje
.co

m
or

ca
ll+

44
(0

)2
07

30
9

77
99

—
Au

st
ria

Œ3
-B

elg
iu

m
Œ3

-C
ro

at
ia

HR
K

22
-C

ze
ch

Re
pu

bl
ic

Kc
11

0
-D

en
m

ar
k

Dk
r2

5
-F

in
la

nd
Œ3

.2
0

-F
ra

nc
e

Œ3
-G

er
m

an
y

Œ3
Gr

ee
ce

Œ3
-H

un
ga

ry
Ft

65
0

-I
re

la
nd

(R
ep

.)
Œ3

-I
ta

ly
Œ3

-L
eb

an
on

L£
60

00
-L

ux
em

bo
ur

g
Œ3

-N
et

he
rla

nd
s

Œ3
-N

or
w

ay
Nk

r2
9

-P
ol

an
d

Zl
12

-P
or

tu
ga

lŒ
3

-S
lo

va
kia

Œ3
.3

2/
Sk

10
0

-S
pa

in
Œ3

-S
w

ed
en

kr
29

Sw
itz

er
la

nd
SF

5
-S

yr
ia

S£
21

0
-T

ur
ke

y
TL

4.
5

-U
.S

.M
ilit

ar
y

(E
ur

)$
2.

20
–

Un
ite

d
Ki

ng
do

m
£1

.5
0

7 7

What’s
News

Note: As of midafternoon Monday
Source: WSJ Market Data Group

Stock surge
CIT Group’s daily share price
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By Jeffrey McCracken

And Serena Ng

CIT Group Inc.’s board has
approved a $3 billion financ-
ing deal from its bondholders
that should keep the commer-
cial lender out of bankruptcy
court, people familiar with
the matter said Monday.

A formal announcement
was expected later Monday.

The deal charges CIT high
interest rates, and it doesn’t
permanently fix the compa-
ny’s long-term financing
needs, said people involved in
the transaction. But it buys
time for the lender to restruc-
ture itself and minimizes
bondholders’ losses. Bond-
holders calculated they

would lose more if CIT filed
for bankruptcy and sold as-
sets at fire-sale prices than if
they offered the rescue.

Reports of the deal
pushed CIT shares up 83% to
$1.28 in late afternoon trade
in New York.

The deal could strengthen
CIT’s financial position and al-
leviate pressure on the com-
pany to pay down $1 billion in
debt that comes due in Au-
gust. It may also preserve a
$2.33 billion investment the
U.S. Treasury made as part of
the Troubled Asset Relief Pro-
gram.

But analysts said the com-
pany’s last-minute rescue is a
bandage that will do little to
stanch CIT’s fundamental

troubles. The company’s pri-
mary challenge remains find-
ing cheap funding to carry on
making loans at a profit.

CIT “can only charge so
much money to its customers
for loans it makes,” said
Daniel Holland, an equity ana-
lyst at Morningstar in Chi-
cago. “If it’s costing them a
lot to borrow that money,
there’s not much profit in
there. There’s no point in do-
ing that business.”

A CIT spokesman wasn’t
available for comment.

The development ap-
peared to vindicate U.S. regu-
lators, who balked at appeals
to help CIT. And it suggested
that, unlike in recent months,
private capital is available to

plaster over cracks in the fi-
nancial system.

Still, CIT and its bondhold-
ers hope that their effort to
stabilize the company will
cause bank regulators to look
more favorably on a CIT plan
to transfer more of the compa-
ny’s loans from the holding
company to its bank in Utah.
CIT has trouble borrowing
money, but its bank can fi-
nance itself by taking in de-
posits. To transfer more as-
sets to the bank, however, CIT
needs an exemption from the
Federal Reserve and a nod
from the Federal Deposit In-
surance Corp.

The final term sheet still
needs to be reviewed by the

Please turn to page 31

Swiss banking fight

affects U.S. clients

By Nicholas Winning

And Laurence Norman

LONDON—The U.K. govern-
ment announced new mea-
sures against the swine flu as
fears grow about the economic
impact of the virus on a coun-
try already mired in recession.

Health Secretary Andy
Burnham told Parliament on
Monday the government will
launch a new national service
in England that will allow peo-
ple who suspect they have
been infected by the H1N1 vi-
rus to be diagnosed and pre-
scribed medicine by phone or
online, taking some pressure

off local doctors.
“It is because we have

planned carefully for this
eventuality that we have
large quantities of antivirals,
a national pandemic flu ser-
vice about to launch, and a
vaccine on the way. This con-
stitutes a solid base on which
to deal with future chal-
lenges,” said Mr. Burnham.

He said 26 people had died
of the virus in the U.K. after
the number of cases rose
sharply in recent weeks. Last
week saw 55,000 new cases,
he said.

Mr. Burnham said the gov-
Please turn to page 31

U.K. takes new steps

to manage swine flu
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Volkswagen’s plan to acquire
Porsche has run into fresh
complications over a poten-
tial multibillion-dollar tax lia-
bility and growing tensions
between the two camps. If
unsolved, the tax issue could
scrap the deal as currently
conceived. Page 3

n GM received final offers
for a stake in its Opel and
Vauxhall operations from
three bidders. Page 3

n The U.K.’s FSA pushed
back at plans by the Conser-
vative Party to abolish the
financial regulator if it takes
power in elections. Page 2

n Iran’s supreme leader
warned increasingly asser-
tive challengers to the June
12 election to tone down
their complaints. Page 8

n U.S. stocks rose on new
economic data and bullish
calls from Goldman Sachs
and Bank of America. Euro-
pean shares gained. Page 18

n Italian small-business own-
ers plan a rally Tuesday in
Rome to draw attention to
their struggles. Page 3

n Germany’s government
says the pace of the coun-
try’s economic contraction
slowed in the second quarter
on stimulus effects. Page 10

n Resolution added a cash
component to its possible offer
for Friends Provident, which
rejected the proposal. Page 17

n Vivendi halted talks to
buy a majority stake in Zain’s
African telecom activities,
easing concerns about Viven-
di’s credit rating. Page 5

n A Toyota official said the
firm’s North American business
could return to profitability in
the next fiscal year. Page 6

n Halliburton’s earnings fell
48% in the second quarter,
as weaker drilling activity in
North America hampered the
oil-services company. Page 7

n Wyeth holders approved a
takeover by Pfizer, setting
the stage for the deal’s com-
pletion by year’s end. Page 6

n The alleged gunman on
trial for the Mumbai attacks
said he is guilty. Page 9

n A British fighter jet
crashed inside NATO’s larg-
est base in southern Afghani-
stan Monday, the second
crash there in two days. The
two crew members ejected.

n Died: Frank McCourt, 78, Pu-
litzer Prize-winning author of
“Angela’s Ashes,” in New York.
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Iceland’s recapitaliza-
tion of its failed banking
system is a first step on the
road back to economic nor-
mality. It will release the
banks from financial limbo,
enabling them to resume lo-
cal corporate and retail
lending.

And it should help un-
lock International Mone-
tary Fund and Nordic gov-
ernment credits that will
boost foreign-exchange re-
serves and stabilize the cur-
rency.

But the path ahead is
still full of potential
pitfalls.

The recapitalization,
which has taken months to
hammer out, will allow
three new domestic lenders
to emerge from the wreck-
age of Iceland’s three over-
ambitious, internationally

focused banks.
Under a complex ar-

rangement, the government
will provide equity to the
new banks in the form of
270 billion Icelandic kronur
($2.1 billion) of government
bonds.

The old banks will then
receive compensation for
assets and liabilities trans-
ferred to the new banks in
the form of either equity or
bonds.

The good news is the
government bill for the re-
capitalization is less than
the 385 billion kronur ini-
tially estimated.

Glitnir Bank’s and
Kaupthing Bank’s creditors
are likely to opt to receive
equity in return for the
transferred assets. Only
Landsbanki is expected to
remain 100% government-

owned.
That means the final bill

could be as little as 200 bil-
lion kronur.

Meanwhile, Iceland will
once again have a healthy
domestic banking system

with a core Tier 1 capital ra-
tio of about 12% and tough
new regulations requiring
the banks to support the do-
mestic economy and avoid
any repeat of previous
excesses.

Even so, Iceland’s woes
aren’t yet over.

The Icelandic parliament
has yet to approve an agree-
ment struck with the U.K.
and Dutch governments to
compensate depositors in
Landsbanki’s Icesave Inter-
net bank.

The deal allows Iceland
15 years to repay £2.3 bil-
lion ($3.8 billion) to the
U.K. and Œ1.3 billion ($1.8
billion) to the Netherlands,
sums that have sparked
fierce debate in the coun-
try.

Without agreement, the
Icelandic government will

struggle to draw up a me-
dium-term fiscal program
that will satisfy the IMF,
whose credits are needed
to shore up foreign-ex-
change reserves.

Nor can Iceland expect
to make much progress
with its ambition to join
the European Union follow-
ing this month’s vote to
seek membership.

Both steps are necessary
to boost Iceland’s economic
credibility, enabling it to re-
move the capital controls
currently required to pro-
tect the currency.

There is a long way to
go before those controls
can be removed with confi-
dence that the krona won’t
collapse again, threatening
fresh losses for Iceland’s
newly recapitalized banks.
 —Richard Barley

Vodafone Group’s crackle
on the line might require an
expensive fix. The telecom’s
latest quarterly statement is
due Friday, and the spotlight
will be on margins. The con-
cern is Vodafone’s problems
are partly structural, not just
cyclical, meaning it may
have to give up margin to re-
gain market share.

The structural element of
Vodafone’s woes is hard to
deny. It has about 30% of the
combined markets where it
operates, yet accounted for
60% of the revenue decline
in those markets in the last
quarter, according to UBS.
Vodafone is paying the price
for not securing an exclusive
deal to sell the Apple iPhone
in key markets. It also has
suffered higher churn as cus-
tomers have switched to
cheaper networks.

Winning back those cus-
tomers may prove expensive.
Vodafone’s margin of earn-
ings before interest, taxes, de-
preciation and amortization
fell by nearly two percentage
points in its last fiscal year,
ending March 2009. Its
shares now trade at a 20%
discount to the sector. Resum-
ing earnings guidance, aban-
doned earlier this year,
would bolster confidence. But
Vodafone needs to convince
investors it can rebuild those
margins. —Sean Walters

South Korean stocks fell
quicker than most in the cri-
sis. In recovery, they are
proving to be laggards.

Bulls argue Korea’s ex-
ports are rebounding faster
than those of its neighbors,
heavy government spending
has averted recession and
consumers are more confi-
dent than they have been in
two years. Meanwhile, Mor-
gan Stanley said the Kospi
index trades at a 23% dis-

count to regional peers.
Korean shares are up

31% this year, but investors
in other export-oriented
markets like Singapore and
Taiwan have done better. In
China, Indonesia and India,
they have done far better.

The worry is that the ex-
port recovery, driven by in-
ventory restocking and not
an upsurge in demand
among Western consumers,
won’t last. Exports ac-

counted for nearly 45% of
Korea’s gross domestic
product in the first quarter,
up from 25% in 1990, ac-
cording to Samsung Eco-
nomic Research Institute.

Neither can Korea imme-
diately rely on a pickup in
domestic demand, as con-
sumers and businesses
have borrowed heavily in
the past. The latter also are
suffering from overcapac-
ity.

Several have built mar-
ket-share gains against for-
eign rivals, helped by a
weak currency. The recent
rise of the won, however, is
cause for concern.

Changing the economic
model is a long-term
project. The Samsung Eco-
nomic Research Institute
suggests Seoul foster a do-
mestic-services industry to
serve as a buffer to exter-
nal shocks and encourage

entrepreneurship.
Meanwhile, the bulls are

vulnerable to sudden
changes in the global mood.

Foreigners always have
played a big role in Korean
markets. They have in-
vested about $11 billion in
the stock market since the
mid-March rally began.
Still, that is a fraction of
the $47 billion they pulled
out in 2007 and 2008.
 —Mohammed Hadi

An IGas drilling operation in Willoughbridge, U.K., where the company drills down
to the coal bed and then moves horizontally to extract methane.

European gas takes unconventional turn
Hard-to-reach gas
might be the key
to a secure supply

IG
as

South Korea’s export-led recovery isn’t everything it seems

Iceland’s banks search for steady footing

By Elizabeth Adams

Energy companies operating in
Europe are turning to more unortho-
dox sources of natural gas to get
around maturing gas fields and the
European Union’s worries about its
dependence on Russian fuel.

Unconventional gas, as it is
known, is trapped in different types
of rock formations—much of it in
shale—and can be freed through
drilling horizontally, fracturing the
rocks or injecting water into spaces.

While unconventional sources
usually have a longer lifespan than
normal gas reservoirs, getting at the
gas inside them is more expensive.

In recent years Europe has made
up for its maturing natural gas
fields by tapping pipelines from Rus-
sia and Norway, and is also now look-
ing to the Middle East and North Af-
rica. But a series of spats between
Russia and Ukraine that curtailed
gas flow to Europe has reinvigo-
rated the search for more secure
sources of the fuel.

“All the European utilities are in-
terested in indigenous gas sup-

plies,” said Christopher Wheaton,
manager of Allianz RCM Energy
Fund. “With technology, the applica-
tion of cash, brute force and the best
ingenuity, we’ve the potential to un-
lock a previously unusable re-
source.”

Recent technological advances
have made it more cost-effective to
get at the gas, so much so that in the
U.S., production of unconventional
gasesin2008helpeddrivethehighest-
ever annual increase in gas output. It
rose 7.5% on the year, 10 times the
10-year average growth rate, accord-
ingtoBPPLC’s2009statisticalreview.

Exxon Mobil Corp. is now export-
ing expertise and technology it de-
veloped in North America to gas
markets in Europe. In Germany, for
example, drilling and testing activ-
ity on licenses covering 1.3 million
acres of the Lower Saxony Basin
started in 2008.

The company also has a joint ex-
ploration program with MOL Hun-
garian Oil & Gas PLC in the Mako
Trough in southeast Hungary. It will
evaluate its findings for two to three
years before deciding whether pro-
duction would be commercially via-
ble, the company said.

Meanwhile, the U.K.’s biggest gas
supplier, Centrica PLC is moving be-
yond its traditional emphasis on
searching for gas under the sea by
looking to former mines to tap coal-

bed methane.
It plans to drill two exploration

wells in 2010, rising to eight by 2014.
It has three onshore U.K. licenses in
South Wales. Centrica cautions
there is still a long lead period before
coal bed methane, or CBM, can be
produced on any commercial scale.

“In some areas CBM volumes
may be significant enough to export
to the national transmission sys-

tem, or we could just see small-scale
power-generation facilities con-
structed to supply electricity to lo-
cal communities,” company spokes-
man Rhys Jones said.

Smaller companies are in the
hunt, too, and are, in many cases, a
few steps ahead.

IslandGasResourcesPLC,orIGas,
in June started commercial sales of
electricitygeneratedfromCBMtothe

national grid, a first in the U.K.
The volume of unconventional

gas isn’t yet significant on a
U.K.-wide scale, supplying enough
electricity for only 1,200 homes, but
the potential is there, analysts say.
Some forecasts suggest unconven-
tional gas could make up 10% of U.K.
supplies by 2020.

A recent report by energy consul-
tancy Wood Mackenzie said produc-
tion of CBM in the U.K. is commer-
cially feasible at the current gas
price as well as under longer-term
projections. The report estimated
there could be as much as four tril-
lion cubic feet of gas available in the
Cheshire Basin, at the heart of the
U.K. gas market.

Another independent, 3Legs Re-
sources from the Isle of Man, has li-
censes covering more than a million
acres in the Baltic Basin region of Po-
land, where it is targeting shale gas.
Company Director Kamlesh Parmar
said that 3Legs has started field
work to obtain seismic data in the re-
gion and plans to drill its first explo-
ration well in early 2010.

Despite uncertainty over the
scope of European resources, Wood
Mackenzie’s manager of unconven-
tional gas research, Rhodri Thomas,
said “there could be a material im-
pact on European markets in 10
years plus if unconventional gases
do take off.”

Financial Analysis and Commentary
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Krona of thorns
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U.K. regulator defends its role
FSA worries that
Conservatives’ plan
undercuts mission

Reining the regulator | The evolution of the FSA

May 1997: Recently elected 
Labour government gives monetary 
policy independence to the Bank of 
England but creates a separate 
Financial Services Authority with 
powers to supervise individual 
institituions and regulate markets

September 2007: After 
years of rapid expansion in the U.K. 
financial sector, mortgage lender 
Northern Rock comes close to 
collapse, leading to the first major 
run on a bank in more than a 
century and eventually forcing the 
nationalization in February 2008

October 2008: Following the 
collapse of Lehman Brothers, the U.K. 
government steps in to rescue a 
tottering banking system, spending £37 
billion to inject capital into leading 
banks. The government ends up with a 
70% stake in Royal Bank of Scotland 
and a 43% holding in Lloyds Banking 
Group

July 2009: Government proposals 
reaffirm the tripartite structure of U.K. 
regulators and lay out plans to share 
responsibility for systemwide financial 
stability between the FSA and the Bank 
of England. Conservative opposition 
party announces plans to scrap the FSA 
and invest its powers with the BOE and 
the Consumer Protection Agency 

Sources: Bank of England, Financial Services 
Authority, Dow Jones

Britain's Conservative Party shadow 
Chancellor George Osborne called on 
Monday for Britain's Financial Services 
Authority regulator to be abolished.

Reuters

CORRECTIONS &
AMPLIFICATIONS

Friends Provident Group PLC
proposed an all-share deal to buy re-
structuring firm Resolution Ltd. An
item in the What’s News column
Monday incorrectly said Friends
Provident was bidding for Provi-
dent Group.

By Laurence Norman

And Natasha Brereton

LONDON—The U.K.’s Financial
Services Authority on Monday
pushed back at proposals from the
opposition Conservative party to
scrap the agency.

Early Monday, the Conservative
party said that if it wins the next
election, it would hand most of the
regulator's powers to the Bank of
England and set up a new agency to
take over the FSA’s responsibility to
protect consumers.

The FSA said, “We believe that
our integrated approach to under-
standing the whole business models
of banks and other financial institu-
tions helps to achieve that.”

Explaining his proposals, Conser-
vative party economic spokesman
George Osborne said the financial
crisis had shown the need to “bring
together the operation of monetary
policy with regulation of the bank-
ing system.”

He said maintaining a system
where responsibility is shared but no
one is in charge invites the lack of co-
ordination that characterized the
U.K. response to the September 2007
crisis at Northern Rock PLC, which
led to the bank's nationalization.

Mr. Osborne said his proposals
to boost the central bank’s powers
work in the same direction as Presi-
dent Barack Obama’s planned re-
forms to the U.S. regulatory regime.

In its response, the FSA said it
recognized that it was important to

cooperate closely with the Bank of
England when it came to macropru-
dential regulation, which aims to
prevent the emergence of systemic
risks across the banking sector.

The Bank of England declined to
comment.

There is considerable frustration
within the FSA that the Conserva-
tive proposals could leave it as a
“lame duck” in its dealings with

banks and other regulators, and that
the party hasn’t acknowledged the
reforms the FSA has put through
since the financial crisis, a person fa-
miliar with the matter said. Some
managers within the regulator think
the Conservative Party could have
held back until closer to the elec-
tion, rather than disrupt the regula-
tor’s business now, this person said.

The FSA, which employs some

2,800 people, has plans to add 280
specialist and supervisory staff by
the end of the year. The uncertainty
over the agency’s future could make
it harder to draw top talent.

Jonathan Rogers, regulatory
partner at law firm Taylor Wessing,
said there was a danger of a “vac-
uum” being created at the heart of
U.K. regulatory policy at a time
when authorities are still grappling
with a financial crisis. “When and if
the Conservatives get into power, it
could take two or possibly three
years before this [reform] all comes
together,” Mr. Rogers said.

The Labour Party moved to put
together the FSA soon after it gained
power in 1997. British banking had
suffered some high-profile collapses
in the 1990s, including Barings,
which was eventually sold to ING
Groep NV, as well as Bank of Credit &
Commerce International.

Under the Labour Party’s
changes, the Bank of England gave
up its responsibility to supervise
banks, while winning freedom from
government interference when it
came to setting interest rates.

The government’s minister with
responsibility for London’s finan-
cial center, Paul Myners, said Mon-
day that abolishing the FSA would
severely disrupt financial services.

“The proposals would abolish an
independent, expert regulator,
while diverting attention from
banks that took excessive risks that
led to this crisis,” Lord Myners told
BBC television.

“The Conservatives are going to
cause severe disruption if they ever
get the opportunity to put into place
these plans.”

 --Alistair MacDonald, Joe Ortiz,
Matt Turner and Harry Wilson

contributed to this article.
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By Joel Sherwood

And Terence Roth

The government of Iceland said
it will recapitalize its stricken
banks with a $2.1 billion govern-
ment-bond issue, setting the basis
for a future agreement with credi-
tors to settle outstanding debt and
restart the island nation’s financial
system.

The announcement marks a big
step in the country’s efforts to re-
build its banking system. The gov-
ernment said the recapitalization
will leave the state with only a 13%
stake in New Kaupthing, once Ice-
land’s largest bank. New Islands-
banki, formerly named Glitnir
Bank, will revert to full private own-
ership.

The plan was reached by negotia-
tors from the three banks that col-
lapsed last year, the finance minis-
try said. Shortly after the collapse,
Iceland split each of the three big
banks into a “new” bank for the
small but functioning domestic op-
erations, and an “old” bank for the
moribund international operations.

Under Monday’s plan, the old
banks emerging from the restructur-
ing of Kaupthing and Glitnir are re-
quired to buy majority equity
stakes in the new entities, New
Kaupthing and New Islandsbanki,
using the money from the govern-
ment-bond issue. A third bank,
Landsbanki, was given more time
to work out a new ownership struc-
ture.

The government said the recapi-
talization, scheduled for Aug. 14,
will allow the new banks to re-enter
capital markets.

Iceland’s once-prosperous bank-
ing system collapsed last year in the
depths of the credit crisis, which
kept the banks from refinancing a
heavy burden of foreign-currency
debt. The government was forced to
nationalize its major banks to re-
store stability in the financial sys-
tem. The fall toppled the govern-
ment and prompted a swing in popu-
lar opinion to support application
for entry into the European Union.

The finance ministry didn’t re-
turn calls seeking comment.

Iceland boosts
its bank sector
with bond issue
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U.K. makes swine-flu plans

CIT shares soar on rescue deal

Hasbro profit, sales up
Movie tie-ins boost
toy maker’s results
despite recession

FROM PAGE ONE

Swiss banks wary of U.S. clients

ASSOCIATED PRESS

PHUKET, Thailand—Southeast
Asian ministers approved a land-
mark regional commission on hu-
man rights Monday, but the new
body can’t monitor or punish mem-
ber nations such as military-ruled
Myanmar—a weakness that
prompted sharp criticism.

The commission will first focus
on promotion of human rights
rather than protection, Thai Prime

Minister Abhisit Vejjajiva told re-
porters. It was endorsed by for-
eign ministers from the Associa-
tion of Southeast Asian Nations, or
Asean, who met on this Thai resort
island Monday.

Mr. Abhisit said the group
won’t impose sanctions or other
punitive measures on Myanmar,
but officials made it clear the coun-
try’s human-rights record was im-
peding the regional bloc’s progress

and image.
Critics question the worth of the

new body, the first of its kind set up
within Asean. The bloc includes
among its 10 members communist
Vietnam and Laos, as well as Myan-
mar, which holds more than 2,000
political prisoners, including democ-
racy leader Aung San Suu Kyi.

“It’s better to make a start than
to leave it hanging, with no progress
at all,” Mr. Abhisit said.

Asean sets up human-rights body, but it lacks clout

various financial and legal advisers,
said the people familiar with the
matter. There is the chance that the
final deal could falter in last-minute
negotiations.

Under the proposal, CIT would
pay interest rates 10 percentage
points above the London interbank
offered rate, said these people. (On
Monday, the three-month Libor was
around 0.5%.) CIT has also agreed to
pledge some of its highest-quality
loans as collateral on the $3 billion
package.

The new loan was split into two
parts, with $2 billion committed
Monday; the rest will be made avail-
able to CIT in the near future, accord-
ing to two people familiar with the
situation.

The loan could act like a “bridge”
to a series of debt-exchange offers
that CIT would launch in order to
get bondholders to swap some of
their bonds for equity in the com-
pany or for new debt that matures
later.

“The large bondholders that
have reportedly agreed to put up ad-
ditional funds are not doing this out
of the goodness of their hearts,”
said Kathleen Shanley, an analyst at
bond research firm Gimme Credit.
“Bondholders have a better chance
of getting a good recovery if CIT can
restructure itself in an orderly fash-
ion outside of bankruptcy.”

On Sunday afternoon, six of CIT’s
largest bondholders agreed to the
proposal. The six are Pacific Invest-
ment Management Co., Oaktree
Capital, Silver Point Capital, Cen-
terbridge Partners, Capital Re-
search & Management and Baupost
Group.

Each bondholder would take up a

portion of the loan, which isn’t
evenly divided among the six. Each
one is on the hook for hundreds of
millions of dollars, said a person in-
volved in the talks.

Under the proposal, CIT Chief Ex-
ecutive Jeffrey Peek would likely
stay in his current role. Mr. Peek was
“actively involved” in the weekend
talks, according to a person close to
the company.

The deal was crafted in less than
48 hours, which one person in-
volved in the talks said was poten-
tially risky for investors. “They
didn’t get to do the due diligence
you’d normally get to do,” the per-
son said.

CIT, founded in 1908, is a lender
to about one million mostly small
and midsize businesses ranging
from restaurants and private
schools to clothing makers. It also
leases railcars, aircraft and equip-
ment, and has a large business pro-
viding cash to manufacturers and
collecting on their invoices.

For years, CIT funded its activi-
ties largely by selling bonds—only
to find itself in trouble when credit
markets froze up a year or so ago.

CIT had been trying to reach a
deal with the U.S. government for
emergency funding before talks
broke down last week. CIT had
warned that depriving it of more fed-
eral aid could imperil its corporate
borrowers, but the Obama adminis-
tration turned down the company’s
request.

Late Thursday night, CIT offi-
cials believed they had secured a
$2 billion rescue-financing plan
from J.P. Morgan Chase & Co. But
that fell through by Friday morning,
said people familiar with the matter.

J.P. Morgan would have consid-

ered lending if CIT were first to seek
bankruptcy protection, but the bank
“couldn’t get comfortable with a
deal outside [bankruptcy] court,”
said one person familiar with the
matter.

CIT’s advisers, which include in-
vestment bank Evercore Partners,
then launched talks with bondhold-
ers, led by Centerbridge Partners.

By 5 p.m. Friday CIT had sent its
first term sheet to bondholders,
who were represented by invest-
ment bank Houlihan Lokey and law
firm Paul Weiss, the firms that ad-
vised General Motors Corp. bond-
holders.

Another advantage for the CIT
bondholders lending the money is
that they hold large chunks of bonds
that come due in the next few
months and will see that debt paid
off in full, even if they bought it at a
steep discount recently, while also
being paid high interest on their
loans. Rival bondholders said they
had also tried to cut a deal with CIT,
but never really got time with the
company.

The past few days, some of CIT’s
customers—retailers and manufac-
turers with loans from CIT—told it
they feared their businesses would
suffer if CIT filed for bankruptcy pro-
tection because suppliers would
worry about getting paid.

“I hope [the proposal] works out
for CIT and that it will get enough
time and room to sort itself out,”
said Frank Foley, chief executive of
CHF Industries Inc., a New York-
based maker of bedding and cur-
tains and a customer of CIT’s com-
mercial-finance division.
 —Joe Bel Bruno and

Kate Haywood contributed
to this article.

Continued from first page

By Joseph Pereira

Toy maker Hasbro Inc. parlayed
its Hollywood tie-ins to boost sec-
ond-quarter earnings on slightly im-
proved sales, bucking an industry-
wide slump.

Toy sales have been declining
throughout the recession because of
consumers’ diminished spending
and retailers’ efforts to curb invento-
ries. Mattel Inc., the leading toy
maker, reported a 19% second-quar-
ter sales decline last week.

But Hasbro’s action figures and
other toys linked to Paramount Pic-
tures’ “Transformers: Revenge of
the Fallen,” a summer blockbuster,

helped the company boost sales by
1% to $792.2 million. The company
was also aided by toys already on
the shelves linked to the release next
month of “G.I. Joe: The Rise of Co-
bra,” also from Paramount, a subsid-
iary of Viacom Inc.

Hasbro owns the property rights
to Transformers and receives a
small percentage of the movie’s box-
office receipts from Paramount. Un-
der the agreement, it also gets to
keep almost all of the toy and related
sales. It has a similar arrangement
for G.I. Joe. “Transformers,” which
made its debut last month, has rung
up $772 million in box-office sales.
Chris White, a Wedbush Morgan Se-
curities analyst, called Hasbro’s ex-
posure to Hollywood “the big reason
for its upbeat results.”

The company reported net in-
come of $39.3 million, or 26 cents a
share, compared with $37.5 million,
or 25 cents a share, a year earlier. An-

alysts polled by Thomson Reuters
were expecting earnings of 23 cents
cents a share. Hasbro shares were
up 4.1% to $26.42 in composite late-
afternoon trading Monday on the
New York Stock Exchange.

Hasbro also saved money in the
second quarter by scaling back on ad-
vertising and research and develop-
ment costs, according to Lutz
Muller, an analyst for Kloster Trad-
ing Corp., a toy-research firm in Will-
iston, Vt.

Investors were also cheered
when Hasbro disclosed Monday that
its recently announced joint venture
with Discovery Communications
Inc. to create a cable-television net-
work won’t hit its earnings as hard
as previously expected. Hasbro said
it had lengthened its amortization
schedule and lowered its interest
rates related to the deal, so that earn-
ings charges would be lowered by 10
cents per share in 2009 and five
cents next year.

By Evan Ramstad

SEOUL—U.S. Secretary of State
Hillary Clinton compared North
Korea to a child seeking attention,
continuing a string of statements
that bristle Pyongyang but point-
edly sum up the situation.

Mrs. Clinton, in an interview
with ABC-TV from India, said the
U.S. took a low-key response to
North Korea’s missile tests this
month because it didn’t want to
give Pyongyang “the satisfaction
they were looking for, which was
to elevate them to center stage.”

North Korea has accelerated
weapons tests, reduced diplo-
matic interaction, tossed out inter-
national aid workers and clamped
down on economic activities in a
hard-line shift after the illness of
dictator Kim Jong Il.

Mrs. Clinton on Monday called
Pyongyang’s actions throughout
2009 a “constant demand for atten-
tion.” She added, “Maybe it’s the
mother in me, the experience I’ve
had with small children and teen-
agers and people who are demand-
ing attention: Don’t give it to
them.”

U.S. likens North Korea to child

have traditionally offered.
Zurich-based retail bank

Zürcher Kantonalbank no longer ac-
cepts business from U.S. clients, a
spokesman for the state-controlled
bank confirmed. A spokesman for
Basel-based Bank Sarasin & Cie.,
which focuses on wealthy clients,
said that it no longer takes U.S.
money, in part because of the U.S.
pursuit of offshore funds.

Others, such as cooperative
Raiffeisen Group, and Migros Bank,
owned by Switzerland’s largest re-
tailer Migros-Genossenschafts-
Bund, still accept U.S. funds, but re-
cently put tougher measures into
place in dealing with them.
Raiffeisen demands a power-of-at-
torney and a correspondence ad-
dress outside the U.S., while Migros
refuses to correspond with clients
on U.S. soil.

“We wanted to ensure that we
avoid any activity that could inter-
pret Migros Bank as an active pro-
vider of financial services in the
U.S.,” bank spokesman Matthias
Hunn said.

The banks declined to specify
how much in U.S. funds they man-

age, except for ZKB, which said U.S.
money makes up only 1% of its over-
all $114 billion in assets.

“There has been a complete over-
reaction in my opinion on the part
of Swiss banks, even if UBS’s deci-
sion to discontinue its U.S. offshore
business is understandable under
the circumstances,” said Alfred Met-
tler, associate professor at Georgia
State University’s Robinson College
of Business.

“For a reputable and honest cli-
ent of 30 years to receive what
amounts to a dismissal letter from
their bank is completely incompre-
hensible, and this definitely chips
away at the image of Swiss banks as
solid and trustworthy partners,”
Mr. Mettler said.

As fear over further U.S. moves
spreads, the Swiss-American Cham-
ber of Commerce in Zurich said ef-
forts are underway to find a solu-
tion short of a blanket ban of U.S.
business.

“It’s too early to disclose specif-
ics, but we are putting together a co-
alition of the private and public sec-
tor to try and find a solution,” Cham-
ber Chief Executive Martin Naville
said.

Continued from first page

ernment had signed contracts to
supply enough vaccine for the whole
population. He said he expected vac-
cine supplies to arrive by the end of
August and to have enough to treat
30 million people by the end of the
year.

At the beginning of July, Mr.
Burnham said that there could be
more than 100,000 swine-flu infec-
tions a day by the end of August and
that the government would focus on
treatment rather than contain-
ment.

Meanwhile, 107 students and
teachers visiting China from Britain
were quarantined by health authori-
ties at a hotel in Beijing after some
of their schoolmates were diag-
nosed with swine flu, the Associ-
ated Press said Monday, citing the
British Embassy.

Nine British citizens were con-
firmed with swine flu and had been
hospitalized, the embassy said in a
statement. Eight of the cases were
of students from a group that is in
China for language and cultural im-
mersion courses. Monday’s tally of
the people who were quarantined
was twice the total the embassy pro-
vided on Sunday, but no reason was
given for the increase.

U.K. airlines British Airways
PLC and Virgin Atlantic Ltd. have
put in place screening measures to
turn back passengers showing flu
symptoms. U.K. health authorities
are advising people with symptoms

to delay their journeys until the
signs clear up.

Ernst & Young’s ITEM Club, a
forecasting group, has predicted
the U.K. economy would shrink 4.5%
this year—the government predicts
a 3.5% contraction—and said Mon-
day that the spread of the virus
could deepen the contraction.

ITEM considered a worst-case
scenario in which 50% of the popula-
tion contracts the virus and the mor-
tality rate rises to 0.4% of those af-
fected—a starker projection than a
study last week by the Health De-
partment, which considered a 30%
infection rate and said the fatality
rate is likely to be closer to 0.1%.

The department said its calcula-
tions were intended to help the Na-
tional Health Service make worst-
case plans and that death rates may
well be lower.

The ITEM Club said that under
its worst-case scenario the virus
could cut three percentage points
off the change in gross domestic
product growth for 2009—taking
this year’s contraction to 7.5%—and
1.7 percentage points in 2010.

“The main effect of such an epi-
demic on the supply side would be
from employees staying off work be-
cause they or their dependents
were ill,” the report said. “On the de-
mand side, spending on discretion-
ary goods and services such as res-
taurants, travel and tourism would
be likely to fall as people stayed
away from public places.”

Continued from first page
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Italian entrepreneurs came to Turin in late June for a march organized by
‘Companies in the Trenches’ to draw attention to the plight of small businesses.

By Luca Casiraghi

MILAN—Luca Peotta has scaled
down production over the past year
at Reforn, the furnace maker he co-
owns, and cut his work force to cope
with plunging orders. Now, with no
end in sight to the economic malaise,
Mr. Peotta is taking to the street.

“Our politicians do not under-
stand that this will soon turn into a
social problem if the government
keeps on ignoring our problems,”
Mr. Peotta said.

A tide of discontent is rising
among the small-business
owners, especially in Italy’s
industrial north, who have
long formed the backbone of
Prime Minister Silvio Berlus-
coni’s political constitu-
ency. The Italian govern-
ment, saddled with a huge
public deficit, has offered lit-
tle help to small businesses
as they face one of the deep-
est recessions in decades.

In late May, Mr. Peotta,
whose company is based in
Villafalletto, a small town near
Turin, formed a protest group of 38
Italian entrepreneurs called Im-
prese Che Resistono—loosely trans-
lated, “Companies in the Trenches.”
A month later, 1,000 people gath-
ered in Turin for a march organized
by the group.

On Tuesday, Companies in the
Trenches and other groups from

across Italy plan to march through
the streets of Rome to the offices of
Economy Minister Giulio Tremonti.
They plan to submit a draft of pro-
posals to help businesses including
a lower corporate tax, easier access
to bank credit and a 12-month delay
on tax and interest payments.

“These are concrete requests
which could help the companies sur-
vive the downturn,” Mr. Peotta said.

The government has acknowl-
edged the urgency of measures to
protect Italy’s small and midsize
companies. Earlier this month, Mr.

Tremonti proposed a mor-
atorium for payments on
existing loans due to ex-
pire soon. Officials from
business lobby Confindus-
tria and the Economy Min-
istry started talks about
the proposed moratorium
last Thursday.

Small and midsize com-
panies are key to the Ital-
ian economy: More than
99% of companies regis-
tered in the country em-

ploy fewer than 50 workers.
The number of small and midsize

Italian companies at risk of collapse
is worrying, observers say. Giorgio
Merletti, deputy head of Confartigi-
anato, the largest trade group repre-
senting small companies, estimated
that in the region of Lombardy—
which accounts for almost 30% of It-
aly’s gross domestic product—as
many as 15,000 companies could
shut down by the end of this year.

Since the economic downturn be-
gan, most companies in Italy have re-
lied on temporary layoff programs,
funded by companies themselves
and the government, to weather the
crisis. But as the slump deepens,
such costs are no longer sustainable
for small players.

“We employed 12 high-skilled
workers at the end of 2008, but or-
ders have been down by 80% from
then, compared to a year earlier,”
said Alberto Vanzini, co-owner of
precision-tool maker Meccanica Fra-
telli Vanzini. “We have only three
workers now, and to pay their sala-
ries we don’t have money left for our-
selves. We can’t hold on for long.”

The availability of funds for in-
dustrial activities is another crucial
issue. Because few small and mid-
size companies are listed on stock ex-
changes, they depend on bank loans,
which have dried up.

Bank loans to the private sector
dropped 0.9% in May from a year ear-
lier, according to the Bank of Italy.
They had grown by an average of
9.6% a year in the past decade.

Small Italian companies are
twice as reliant on short-term debt
to finance working capital as the Eu-
ropean average, according to a
study by Italian bank Banca Monte
dei Paschi di Siena SpA.

Lamberto Cardia, head of Con-
sob, Italy’s securities regulator, ech-
oed the complaints of smaller com-
panies about getting funds from
banks. “Only larger companies man-
age to get fresh capital and to sell
debt on the market,” Mr. Cardia said
at the annual meeting last week of
the Milan stock exchange, Italy’s pri-
mary securities market. Most small
and midsize companies “are having
a much harder time and could run
the risk of financial asphyxiation,”
he said.

Marco Fortis, an economics pro-

fessor at Milan’s Catholic Univer-
sity, said there are some bright
spots in the economy. “The outlook
is pretty negative, especially for
small companies, usually subcon-
tractors to larger exporters—but mi-
crocompanies employing two or
three workers are extremely flexi-
ble,” he said. “They can easily adapt
to new market conditions...and they
can draw from family capital to refi-
nance their activities.”

A solution for other small and
midsize companies might come in
the form of temporary business asso-
ciations among companies working
in the same sector, as Mr. Merletti
has proposed for the mechanical sec-
tor in the town of Varese. “It would
help producers to be more visible on
the market and to coordinate their
work,” he said.

Mr. Vanzini echoed that view.
“Entrepreneurs working in the me-
chanical sector, including us, have
refused to share their experiences in
the past. We know how to do our job,
but we lack commercial expertise to
look for new customers,” he said. A
temporary business association
would help companies survive the
crisis, Mr. Vanzini said. “But we
need to act fast.”

Health Journal

Italy’s business backbone demands support

GM says final offers in for Opel
Beijing Automotive,
Magna, RHJ likely
contenders for stake

Tome deaf
Duh! and Huh? could be the
names of too many medical
periodicals > Page 27

GM didn’t name the three bidders vying for a stake in its Opel and Vauxhall
operations. Above, the Opel logo on flags at a plant in Bochum, Germany, in June.

Silvio Berlusconi

By Christoph Rauwald

And Andrea Thomas

FRANKFURT—General Motors
Corp. on Monday said it received fi-
nal offers for a stake in its Opel and
Vauxhall operations from three bid-
ders, without naming them.

A person familiar with matter
said Beijing Automotive Industry
Holding Co., which is owned by the
Chinese government, has submit-
ted a final bid. Another person
close to the discussions on Friday
said Canadian auto-parts supplier
Magna International Inc. and Bel-
gian investment group RHJ Inter-
national SA are the front-runners
to clinch the deal.

Magna, which has teamed up
with Russian auto maker OAO GAZ
Group and Russian-state-con-
trolled OAO Sberbank, confirmed
Monday that it has submitted a

slightly altered bid. Under it, Ma-
gna and Sberbank would each pur-
chase a stake of 27. 5% in
Opel/Vauxhall, while previously
Magna had said it would acquire a
20% stake. The bidders still seek

Œ4.5 billion ($6.34 billion) in state
loan guarantees.

The Magna group signed a non-
binding memorandum of under-
standing for a deal at the end of May.
Magna’sbidissupportedbytheGer-

man government and bolstered by
Œ1.5 billion in bridge financing pro-
vided by the German state to keep
Opel afloat as GM filed for bank-
ruptcy in the U.S.

Magna spokesman Daniel Wit-
zani said the overall lines of the fi-
nal bid haven’t changed materially,
only the planned ownership struc-
ture.

A spokesman for the German
government, Ulrich Wilhelm, said
earlier Monday that he also ex-
pected RHJ to make a final bid.

Mr. Wilhelm said the offers will
be assessed “in the coming days”
and then a decision will be made
about further action, particularly
about entering a due-diligence pe-
riod. He said the government also
will seek “close contact with GM Eu-
rope this week” about further steps
but declined to elaborate.

GM, in a statement, said: “The fi-
nal bids will now be analyzed and
compared by GM. The final bids as
well as GM’s preliminary findings
will then be reviewed with the Ger-
man and other impacted govern-
ments, the EU Commission and the
Opel/Vauxhall Trust Board.”
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By Dana Cimilluca

And Marcus Walker

Volkswagen AG’s plan to acquire
Porsche Automobil Holding SE’s
auto business has run into fresh com-
plications over a potential multibil-
lion-dollar tax liability as well as
growing tensions between the two
camps, according to people familiar
with the matter.

The two sides tried unsuccess-
fully over the weekend to find a way
around a tax payment that could be
triggered by the sale of Porsche’s
sports-car operation to Volkswagen,
the centerpiece of a complicated
three-way deal also involving Qatar, a
person familiar with the matter said.

If unsolved, the issue could scup-
per the deal as currently conceived,
this person said, forcing Porsche to
find another solution to its liquidity
problems.

VW disputed the significance of
the tax issue, with a spokesman call-
ing talk of it Monday “a transparent
maneuver to torpedo a sensible busi-
ness idea.”

Porsche’s transaction with Qatar,
which would hand the emirate a sub-
stantial stake in the German com-
pany, has also been cast into doubt,
the people said. It is unclear whether
management has enough votes on
Porsche’s supervisory board to win
approval for the two-step deal before
a planned Thursday board meeting in
Stuttgart.

Some members of the family that
owns the luxury sports car maker
have resisted selling a stake in its
holding company to Qatar, preferring
instead to simply sell its options on
Volkswagen stock that Porsche
holds. But Qatar is insisting on a Por-
sche stake as part of any deal, the per-
son said.

The discord, as well as the num-
ber of significant issues that remain
to be negotiated, mean it could take
months before a final deal is in place,
if at all, people familiar with the mat-
ter said. VW’s portion of the deal
won’t even be voted on Thursday,
they said.

Porsche-VW deal
hits fresh snags
over tax issues

ASSOCIATED PRESS

LONDON—The government of the
United Kingdom reduced its terror-
alert level to the lowest level since
the July 7, 2005, bombings of Lon-
don’s transport system, but warned
that the threat remains serious.

The government didn’t explain its
decisionto reduce the threatfrom “se-
vere,” which Britain’s domestic spy
agency MI5 describes as a high likeli-
hood of future terrorist attacks, to
“substantial,” which means such an at-
tack remains a “strong possibility.”

Bob Ayers, a London-based
former U.S. intelligence officer, said
officials may have reduced the
threat level in an effort to show that
the war in Afghanistan is helping to
keep the country safe from extrem-
ists.

Paul Wilkinson, a terrorism ex-
pert at the University of St. Andrews
in Scotland, rejected suggestions
the move was politically inspired,
saying Britons should treat the
downgrade as a “very cautious” re-
duction that could be reversed.

Government
in U.K. reduces
terror alert level
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Mexico City

W
HEN A MEXICAN
d r u g l o rd ge ts
busted, what hap-
pens to his emerald-
encrusted pistols?

The answer lies at a little-
known branch of the Finance Minis-
try that manages the over-the-top
mansions, armor-plated Hummers
and other assets seized in the Mexi-
can government’s escalating war
on drug cartels. The agency is
called the Asset Administration
and Disposal Service, or SAE as it’s
known for short in Spanish.

“You realize that the mansions
in movies like ‘Scarface’ aren’t ex-
aggerations,” says Omar Yaffar, a
36-year-old manager at the
agency. “The real thing can be
more amazing.”

One recent Thursday, Mr. Yaffar
went to check out a house the
agency is about to take over from
Mexico’s Federal Police, who last
year surprised a group of Colom-
bian drug traffickers as they par-
tied in the chalet-style hideout. If
the defendants are convicted,
their lair likely will be auctioned
off.

The three-story house is like
Hansel and Gretel meets Pablo Es-
cobar, replete with gingerbread-
like carvings featuring Christian
and Buddhist figures, goats, fish
and other animals. The grounds
are a labyrinth of garden trails
among man-made ponds fed by wa-
terfalls. The compound also has
stables, a suit of armor and a disco
with stripper pole.

Some of the traffickers were
caught in a cave-like underground
hot-tub complex about the size of a
backyard swimming pool, featur-
ing faux stalactites and a fireplace.
A glass skylight allowed bathers to
gaze up at lions or a pair of albino
tigers that dwelled in a cage on the
roof.

“Some people have barking
dogs living next door, but imagine
lions,” says Mr. Yaffar.

Police at the scene said the
neighbors apparently never com-
plained about the lions’ roars, per-
haps because they thought better
of tangling with the big cats’ own-
ers. The alleged traffickers’ menag-
erie—including not only lions and
tigers, but panthers and one go-
rilla—was donated to zoos.

From the outside, alleged drug
figure Zhenli Ye Gon put up a mod-
est facade. Mr. Ye, a Chinese-Mexi-
can businessman whom U.S. and
Mexican authorities have charged
with knowingly providing precur-
sor chemicals to the methamphet-
amine trade, lives on a quiet lane in
Mexico City’s wealthy Lomas
neighborhood. His three-story
home, largely hidden from the
street, was built to look like it has
only two.

Inside his home, investigators
found $205 million in cash hidden
in a secret room hidden behind Mr.
Ye’s dressing-room mirror. When
he was arrested, he had just re-
ceived a shipment of Versace din-
nerware to go with his Baccarat
wine glasses and Lalique Cham-
pagne flutes, all of it still in boxes.

Mr. Ye denies the charges, and
U.S. prosecutors have moved to
scrap their case against him, which
would open the way for extradi-
tion to Mexico to face similar

charges. Mr. Ye’s lawyers say he
plans to fight extradition.

His lawyers also say they they
are pleased with the SAE’s steward-
ship of Mr. Ye’s property, which
their client can recoup if his name
is cleared. But they are less happy
that the Mexican government al-
ready spent the $205 million
seized from him, as is permitted un-
der Mexican law.

The globalized drug trade can
put SAE agents in tricky diplo-
matic situations. When a delega-
tion of Chinese investigators inter-
ested in the case came to Mexico,
Victor Aznar, a senior SAE official,
said it was all he could do to keep
the Chinese from pocketing
dragon statuettes and other ob-
jects during a tour of the house.

“They kept pleading with me
that it was evidence they needed to
take back to China,” says Mr. Az-
nar. “I politely told them, ‘no.’ ”

Officials at the Chinese em-
bassy in Mexico didn’t return
phone and email messages seeking
comment.

SAE agents deal with an aston-
ishing variety of goods, from Boe-

ing DC-10 aircraft used to ferry
drugs, to herds of cattle grazing on
a trafficker’s ranch. This year,
when customs officials discovered
a shipment of cocaine hidden in
the bellies of frozen sharks, the of-
ficials called the police to pick up
the drugs. The SAE was called in to
deal with the sharks.

The sharks (which remain fro-
zen) may be sold to fish markets if
it can be determined that they are
safe to eat, and were fished legally.
Otherwise they will be destroyed.

A peek inside a SAE vault is a
primer in Mexican narco-bling: A
Rolex watch and band custom-jew-
eled to resemble leopard’s skin; De
La Cour watches featuring skull or
marijuana-leaf motifs; a pair of
gold pistol grips with raised eagle
busts adorned with diamonds and
emeralds.

Perhaps reflecting proximity of
death for many drug traffickers, of-
ten the jewels have religious

themes, such as a palm-sized gold
and diamond necklace ornament
depicting St. Jude, the patron
saint of hopeless causes.

Works by some of Mexico’s
most important artists, such as Di-
ego Rivera and Rufino Tamayo,
also sit in the vault, awaiting auc-
tion. Proceeds from the auctions
are evenly divided among the attor-
ney general’s office, the health min-
istry and the court system.

The fact that the artwork, jew-
els and cars seized by police have
made it into a government vault
marks a change from the past. As
recently as the 1990s, before the
SAE was created, assets seized by
police had a way of disappearing,
government officials say. The SAE
also manages and disposes of as-
sets from corporate bankruptcies
and illegally imported goods like
knockoff clothing.

The agency is considered a
model of efficiency and transpar-

ency, according to experts on Mexi-
co’s economy. Regular auctions of
confiscated goods happen at up-
scale hotels, and over the Internet
using eBay’s online auction soft-
ware. Defense lawyers for alleged
drug traffickers say even their cli-
ents like the agency: They now
have a better chance of recovering
their belongings if they win their
legal cases.

Some alleged drug traffickers
attempt to buy back their stuff. To
prevent this, the agency doesn’t ac-
cept cash and keeps a registry of
buyers.

SAE agents, dressed in white
shirts and ties, usually stand out at
crime scenes among federal cops
wearing bullet-resistant vests and
ominous ski masks to hide their
identities.

That doesn’t mean they never
see action. In 2006, Mr. Yaffar trav-
eled in a convoy of armed federal
police to take control of five

ranches in Sonora, a northern
state, whose owners had been ar-
rested.

When they arrived at the first
ranch, they found it still occupied
by armed men. One officer thrust
an assault rifle into Mr. Yaffar’s
arms. “If they come at us, start fir-
ing,” Mr. Yaffar recalls being told.

Luckily, the men were arrested
with no shots fired.

The other four ranches were oc-
cupied only by some cattle that
had wandered in from neighboring
ranches. That brought a new chal-
lenge, Mr. Yaffar says: Persuading
the police officers to help him
clear the cows off the property.

Police seized the home
of Zhenli Ye Gon, above,
and $205 million in a
secret room, top. Left,
Mexican naval officers
stand guard after
finding cocaine in 20
frozen shark carcasses
on a container ship.
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Dispatch / By John Lyons

Where the bling goes when drug lords go to jail
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ON OTHER FRONTS

Online today
See a video about confiscated
booty from alleged drug lords

at WSJ.com/Video
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2003 2008 2009

’04 ’05 ’06 ’07

Aug. 5: A suicide 
bombing at the 
entrance of the JW 
Marriott Hotel in 
Jakarta kills 12.

Sept. 20: A suicide 
truck bomber attacks 
the Marriott Hotel in 
Islamabad killing 54 
people. 

June 9: Nine people are 
killed in an attack on 
the Pearl Continental 
Hotel in Peshawar, 
northwestern 
Pakistan.

July 17: Nine people are 
killed when explosions 
ripped through the JW 
Marriott and Ritz-Carlton
hotels in Jakarta. 

Nov. 26: Terrorist attacks at the 
Oberoi-Trident Hotel and the Taj 

Hotel and Resorts in Mumbai 
kill more than 170 people 
including nine terrorists.

Under attack
Recent terrorist 
strikes on luxury 
hotels

t

Indonesian forensic investigators at the JW Marriott in Jakarta last Saturday.
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Hotel owners focus on security but see their brands safe

Korea’s LG dials up cellphone growth
Firm gains market share on handset rivals despite slump as it gives product managers more responsibility

Source: Strategy Analytics

Mixed signals
Mobile phone sales, in millions of units
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Western hotel owners predict
the growth of luxury brands will con-
tinue relatively undaunted in Asia
despite the latest bombings at two
such hotels in Indonesia.

However, the incidents could put
pressure on some hotels to beef up
security measures at a tough time
for the industry.

The bombings Friday in Jakarta
killed nine people and injured more
than 50 others at the JW Marriott
and Ritz-Carlton hotels in central
Jakarta. They follow others in recent
years at Western-branded hotels, po-
tentially giving pause to developers
of hotels under construction in Asia.

Few brands lure travelers like
Marriott, Hilton, Hyatt and other
Western names, according to indus-
try observers.

“The reality of the established
brands is that they’re recognized for
the power of the brand,” said Ed
Walter, chief executive of Host Hotels
& Resorts Inc., which owns 126 hotels
around the world, a large number of
which fly the Marriott flag. “I think it
would take a lot to lead a developer
away from these brands, especially in
Asia where the population and the
travelers are very brand conscious.”

Host, which doesn’t own any ho-
tels in Asia, recently formed a joint
venture with a sovereign-wealth
fund in Singapore to scout the Asian
hotel market for purchases and in-

vestments. Host hires operating
companies, such as Marriott Inter-
national Inc. or Hilton Hotels Corp.,
to manage its hotels.

Simon Cooper, president and chief
operating officer of Ritz-Carlton Ho-
tel Co., noted that the attacks at lux-
ury hotels in Mumbai in November
targeted landmark properties that
nonetheless didn’t carry Western
brands. As for any stigma for Western
brands, he said, “I don’t think there’s
any concern at all that I’ve heard.”

Nonetheless, the latest Jakarta
attacks signal that even the exten-
sive security measures that hotels
have put in place after bombings ear-
lier this decade aren’t fail-safe.

The Marriott and Ritz-Carlton in
Jakarta use vehicle barriers, armed
security guards and weapons-screen-
ing devices in their lobbies. “We re-
quire all of our properties to have se-
curity plans and encourage each prop-
erty to reassess its own plan based on
local threat conditions and the prop-
erty’s circumstances,” Marriott
spokesman Tom Marder said.

Dick Hudak, a partner in Resort
Security International Inc., which
advises hotels and resorts on secu-
rity, said the Marriott hotels in
Jakarta have better security than
any property he has seen. Yet “those
[bombers] got through the highest
level of security,” he said. “How they
breached that is what we’re going to
have to investigate.”

With the cash-strapped hotel in-
dustry already battered by a steep
decline in business and leisure

travel, now isn’t the best time for ho-
tels to have to spend heavily to for-
tify security.

Most luxury hotels in high-risk
regions such as Indonesia, parts of
the Middle East and Asia already
have installed pricey security fea-
tures such as vehicle barriers, sur-
veillance systems and equipment to
screen for weapons, bombs and
even vapors, Mr. Hudak said.

Additional actions many hotels
likely will take in the wake of the
bombings entail boosting their secu-
rity forces’ training and vigilance.

“The problem is sustained atten-
tion and guarding against a sense of
complacency as you do this stuff day
in, day out, and that’s where things
fall by the wayside,” said Paul Quaglia,
a security analyst in Bangkok at PSA
Asia, a security-consulting and politi-
cal-risk company, who previously did
a security audit of the Ritz-Carlton.
“Keeping a high-level sense of thor-
oughness 24 hours a day is hard to do,
especially with a guard force that has
a high level of turnover.”

William Heinecke, chairman and
chief executive of Minor Interna-
tional, a Bangkok-based company
that owns and operates hotels in
Asia, including several Marriott
properties in Thailand, said his com-
pany isn’t adding to security follow-
ing the Jakarta bombings.

“I don’t think we can add any-
thing new; we’re at the highest level
that can exist,” he said. He also
doubts Western brands are more
likely to draw terrorists than other

brands are, he said. Terrorists are
“looking for busy hotels,” not neces-
sarily Western ones, he said.

After terrorist attacks in Novem-
ber that killed more than 170 people,
Mumbai hotels have significantly
strengthened security measures.

Pakistan’s hotels stepped up secu-
rity considerably after a truck bomb
ripped through Islamabad’s Marriott

hotel in September 2008, killing 54
people. Getting inside the hotels of-
ten involves passing through airport-
style metal detector and X-ray setups.

Still, the Pearl Continental hotel
in Peshawar, a city that abuts Paki-
stan’s tribal badlands, was attacked
in June, killing nine.
 —Geeta Anand

contributed to this article.

CORPORATE NEWS

By Kris Hudson, Tamara Audi
and Patrick Barta

By Evan Ramstad

SEOUL—While the recession
forces a sharp decline in global sales
of mobile phones, LG Electronics
Co. is posting some of its strongest
growth ever and taking market
share from cellphone rivals.

LG last year passed Motorola Inc.
and Sony Ericsson, a joint venture of
Sony Corp. and Telefon AB L.M Eric-
sson, to become the world’s third-
largest seller of cellphones, shipping
just over 100 million units, or about
8.6% of the global 1.17 billion.

This year, with the overall cell-
phone market expected to fall more
than 10%, analysts predict LG’s cell-
phone unit shipments will jump be-
tween 10% to 20%. The division’s
growth is expected to help LG post a
profit when it reports quarterly re-
sults Wednesday at a time when
many consumer-electronics rivals
are struggling with deep losses.

One of the South Korean firm’s se-
crets: a business process in which
each product has an individual re-
sponsible for it from the moment it
moves out of the research lab until
its last day on a store shelf.

“In the past, we didn’t have peo-
ple who owned the performance of a
product,” says Kim Myung-ho, a vice
president in LG’s cellphone division.
“Now that we do, the number of hit
phones we have is increasing.”

The system allows LG, which in-
troduces about 50 phones a year, to
speedily recognize when a model is
performing poorly and shorten its
product life, something that hap-
pened with several camera-phones
over the past two years.

“If we have 10 phones, perhaps
one or two will be hits that sell mil-
lions of units, two or three more will
make targets and the rest will fail,”
Mr. Kim says. “If a certain product is
not going to be successful, we want
to move on.”

The system also allows product
managers to quickly boost supplies
and marketing in areas where a par-
ticular phone is selling well. On Mon-
day, LG said a new phone called
Cookie—touch-screen models with
colorful cases for younger buyers—
had shipped five million units since
its release in November. LG has also
been boosted by new versions of its
popular Chocolate and Vu phones.

By contrast, the industry’s lead-
ing seller, Nokia Corp., last week

said it expected to lose some market
share this year. And the second-big-
gest seller, LG’s crosstown rival Sam-
sung Electronics Co., forecasts mar-
ginal growth at best.

One analyst, James Kim of No-
mura International Ltd. in Hong
Kong, says LG is experiencing the
“strongest momentum” in its his-
tory. He forecast a 6% jump in cell-
phone shipments in the second quar-
ter, with bigger gains in the second
half of the year. He expects LG’s cell-
phone revenue in the quarter to
jump 34% to about $4 billion due to
an upward shift in average selling
price.

LG laid the groundwork for the
performance about two years ago
when then-new Chief Executive

Nam Yong restructured the electron-
ics maker so that each product had a
product business leader, a position
known as the PBL within LG, respon-
sible for it.

The position is now common in
all of LG’s divisions, including home
appliances and consumer electron-
ics, but the work involved in it has
been refined in the cellphone busi-
ness, which introduces the highest
volume of products and copes with
the widest mix of targets for profit-
ability and time in the market.

Seo Hyung-won, the PBL for LG’s
Viewty touch-screen phone that
launched in 2007 and was refreshed
last month as Viewty Smart, says he
updated the first product’s jog-
wheel control and the lens cover on

its camera after early customers
complained about them.

But he also noted some stumbles
in the process. Initially, Mr. Seo and
his peers frequently traveled to
gauge market response to products,
which slowed their responsiveness
to various factories and sales of-
fices. “The regional offices were
sometimes frustrated with absent
PBLs,” he says. “Now, we try to coor-
dinate trip schedules better.”

Driven by the cellphone unit’s
growth, LG’s second-quarter per-
formance is likely to stand out as the
consumer electronics industry
slogs through the current down-
turn. Analysts believe LG will report
profit for the quarter was just
slightly below, or possibly above, its
year-ago level, when it had its best
ever April-June period.

Part of the LG’s second-quarter
success is also timing. LG’s appli-
ance division, which accounts for
25% of revenue, is seasonally stron-
gest in the second quarter. This
year, LG’s two other big divisions—
cellphones and consumer electron-
ics—also likely experienced better-
than-usual sales and profits in the
second quarter, analysts say. Typi-
cally, the fourth quarter is the stron-
gest period for both divisions.

As well, both LG and Samsung
were hurt less than rivals in other
countries because they benefited
from the devaluation of South Ko-
rea’s currency, which made prices of
the goods they shipped out of the
country more competitive. Both
firms recorded much smaller losses
than their Japanese rivals at the end
of last year.
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Leaks grow in world of blogs
Companies search
for new ways to stop
sensitive disclosures

U.S. wage growth expected to be low

By Dana Mattioli

The recession, combined with
new technology, is sparking skir-
mishes between employers and em-
ployees over leaks of sensitive or
confidential information.

In recent months, Yahoo Inc.
and several big law firms have been
surprised by disclosures of pend-
ing layoffs or internal memos de-
tailing cost cuts on blogs or Inter-
net news sites. In Yahoo’s case, its
instructions to managers conduct-
ing layoffs—“15 minutes maxi-
mum,” “don’t engage
in small talk”—were
published by the blog
Valleywag.com. Yahoo
declined to comment.

In June, leaders of
Portland, Ore.-based
law firm Schwabe, Will-
iamson & Wyatt told
only three or four peo-
ple internally about
plans to lay off 19 of its
400 employees and cut
the salaries of associ-
ates. Still, at 9:11 a.m.
on June 15, just 41 min-
utes after the first em-
ployees were notified
of the layoffs, the law
firm received an email
from AboveTheLaw.
com, a legal Web site.

“We had gone to extraordinary
lengths to contain this because the
people involved have been here for a
very long time,” says Mark Long,
managing partner. He says the firm
is re-evaluating how it manages
communications in an era of blogs
and social media.

A week earlier, AboveTheLaw dis-
closed salary cuts at law firm Pills-
bury Winthrop Shaw Pittman LLP
before some associates had been
told by managers, a spokeswoman
confirms. The spokeswoman says
the firm doesn’t know who gave the
information to the blog.

In a recent survey, 14% of 586 U.S.
employees admitted they had sent
confidential or potentially embar-

rassing company emails to outsid-
ers. The survey was conducted by
the American Management Associa-
tion and the ePolicy Institute, a con-
sulting firm.

In response, employers are
changing policies and deploying
technology to prevent leaks. Flush-
ing Financial Corp. is installing soft-
ware that prevents employees from
sending email to specified ad-
dresses and scans email attach-
ments for sensitive information,
says Allen Brewer, chief information
officer of its Flushing Savings Bank
unit. The bank had previously
blocked its 350 employees from ac-
cessing personal email accounts at
work, a common practice in the fi-
nancial-services industry. Flushing
hasn’t had recent layoffs, but Mr.
Brewer says executives wanted to

tighten security.
Internet-security companies say

more employers are installing such
software. Optenet, a closely held
Spanish software maker, says sales
of its Web-monitoring and email pro-
tection software increased 50% in
the first six months of this year, com-
pared with the same period last
year. Its technology can peer inside
email for sensitive or confidential in-
formation, block the message and
alert managers.

Neal, Gerber & Eisenberg LLP, a
Chicago-based law firm, is taking a
different approach: avoiding com-
panywide memos on some topics.
The firm didn’t distribute a memo on
its February layoffs. Managing part-

ner Jerry Biederman says that re-
flected a desire to communicate
more directly and personally. He
adds, “If you send an electronic com-
munication to more than a small
group of people there is a substantial
possibility it will turn up on a site.”

Employers have long sought to
keep sensitive information private,
and used a variety of techniques to
plug leaks. But the emergence of
blogs and Web sites, many targeted
to a single industry or niche, com-
bined with an abundance of reces-
sion-related bad news, has given the
issue new urgency.

“There are more data breaches as
the result of disgruntled insiders,
and it’s very much linked to the cur-
rent economic environment and in-
crease in layoffs,” says Francis deS-
ouza, senior vice president of the en-

terprise security group
at Symantec Corp., a
leading maker of secu-
rity software.

When information
does get out, some em-
ployers are aggres-
sively pursuing leakers.
Kroll Inc., a risk-consult-
ing firm that special-
izes in electronic secu-
rity, has received more
requests from compa-
nies looking to identify
leaks over the past 12
months than any simi-
lar prior period, says
Rich Plansky, managing
director of business in-
telligence and investiga-
tion.

In one recent case,
Mr. Plansky searched email records
and traced an Internet address to
help a financial-services firm iden-
tify the source for a blog post about
pending layoffs and financial health
of the company. The employee was
fired.

The instantaneous nature of the
Internet may prompt changes in es-
tablished habits. Dallas Lawrence,
vice president of digital solutions for
Levick Strategic Communications,
says employers can no longer expect
to release information internally a
few days before making a public an-
nouncement. Rather, he says the
same message should be communi-
cated internally and externally simul-
taneously.
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By Michael Sanserino

Recession-starved employee sal-
aries in the U.S. scarcely grew this
year, and early predictions for 2010
aren’t looking much better.

Two surveys to be released Tues-
day found employers increased sala-
ries this year by the smallest per-
centage in decades. Human-re-
source consultants Watson Wyatt
Worldwide Inc. and Hay Group esti-
mate that median 2009 pay raises
ranged from 2% to 3%. The U.S. La-
bor Department says pay for the av-
erage worker increased 2.2% in the
year ended March 31, down from
3.2% in the prior 12-month period.

For next year, the firms are pro-
jecting slightly bigger raises of 3%.
That’s the smallest forecast increase
in the 29 years Hay Group has done
its survey. Watson Wyatt says its pre-
diction is among its smallest ever.

The reasons are clear: Employers
have eliminated 6.5 million jobs since
therecessionbeganattheendof2007.
Millions of other workers have suf-

fered pay cuts or been forced to take
time off without pay. Economists ex-
pecttheU.S.economytoresumegrow-
ing later this year, but the labor mar-
ket typically recovers more slowly.

“It’s a pretty bleak picture for em-
ployees,” says Kenan Abosch, com-
pensation practice leader for Hewitt
Associates, another consultancy.
Hewitt’s survey, to be released next
month, indicates similar trends—a
record low increase for 2009 and a
slight bump for 2010.

The Watson Wyatt and Hay Group
surveys try to cover a broad swath of
workers, including both salaried and
hourly employees in most industries.

Analysts say the findings demon-
strate the depth and volatility of the
recession. A year ago, the consult-
ing firms predicted average workers
would see pay increases of 3.5% to
4% this year. But the new surveys
show raises fell far short of that.

Toward the end of last year, com-
panies went into “panic mode to try
to throw as much cost overboard as
possible,” Mr. Abosch says. He says

the disparity between the projec-
tion and the actual raises was the
largest in the 33 years Hewitt has
tracked the numbers.

David Wise, senior consultant at
HayGroup,says the numbers demon-
strate that “a severe enough eco-
nomic downturn will force compa-
nies to do things they never thought
they would do.”

Still, Mr. Wise says the small pro-
jectedraiseslikelywillnotupsetwork-
ers as much as it would have in the
past. “Today, people are more focused
onjobsecuritythantheyareonapayin-
crease,”hesays.“Iftheycankeepajob,
they’re already ahead of the game.”

Alison Avalos, compensation prac-
tice leader and research manager for
WorldatWork, a nonprofit human-re-
sources association, says many em-
ployers will feel they must raise sala-
ries to attract and retain key employ-
ees. Stingy organizations are likely
to lose superior workers, she says.
WorldatWork earlier this month pre-
dicted companies will increase sal-
ary budgets by 2.8% next year.

THE MART
BUSINESS OPPORTUNITIES

BUSINESS OPPORTUNITIES BUSINESS SERVICES

BUSINESSES FOR SALE

CAPITAL AVAILABLE

TRAVEL

Own an Energy
Conservation Business
Energy Automation Systems,

Incorporated. Tap into decades of experience
and skill to enjoy an

exciting and profitable career as an indepen-
dent EASI affiliate.

For information call 615-822-7250
or

www.energysavingbusiness.com

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

CEO Income Potential
Sales executives, entrepreneurs,

CEOs all are great fit
Call 770-632-7647

ValueForwardNetwork.com

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

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

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

or more on your current IT/
telecom spend.

Stop wasting money.
Contact: savings@gnarusllc.com

TRAVEL CENTER - 5 ACRES
High traffic loc. 10 miles W. of Corpus Christi.

I-69/Hwy 77 South Corridor. Excellent access to
Port of Corpus Christi, San Antonio, Houston,
Rio Grand Valley, & the Northern Mexico
markets. Gas/Diesel Service. Convenience
Store, deli, Restaurant. Truckers Lounge/

showers/washers/dryers.
Call (361) 774-3914

BUSINESS FOR SALE
Unique project with Appraisal of
$20.0 M with $15.0 M upside.

Buyer must finance
$11.5 M w/$2.5 cash.

opptnv@yahoo.com
or 216-440-4508

Seeking secure, short term,
high return investment
opportunities. Send

proposal and
contact info to:

jacks@smartt.com

PRIVATE FINANCIER

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

(212) 201-1824
WEWILL NOT BE UNDERSOLD

COOK
An American
Express Rep.

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

To advertise
Emma Balogun
Advertising Sales Executive
TheWall Street Journal Europe

+44 20 7842 9608 (direct)
+44 20 7842 9650 (fax)

emma.balogun@dowjones.com

T H E WA L L ST R E ET JO U R NA L . TUESDAY, JULY 21, 2009 29



FedEx, UPS cross swords over legislation
Dispute heats up
over bill that affects
ease of unionization

Note: FedEx fiscal year 
ended May 31; UPS 
operates on calendar year

Source: the companies
Photos: Getty Images 
(FedEx); Reuters  
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Vivendi halts plan to buy
stake in African business

CORPORATE NEWS

By Alex Roth

FedEx Corp. and United Parcel
Service Inc. are intensifying a dis-
pute over proposed U.S. legislation
that could upset the balance of power
in the package-delivery business by
making it easier to unionize FedEx.

UPS is hoping Democratic con-
trol of Congress and the White
House will enable it to win support
for a bill that would place some of
FedEx’s drivers and other employ-
ees under the National Labor Rela-
tions Act, the same law that governs
UPS. FedEx drivers are currently gov-
erned by a separate federal law that
makes unionizing more difficult.

The House passed a version of
the bill, called the FAA Reauthoriza-
tion Act, in May. But a Senate ver-
sion of that same bill doesn’t con-
tain a provision that would change
FedEx’s current labor status.

The chief executives of both com-
panies have met with senators in re-
cent months and have doubled or tri-
pled their lobbying expenditures
over the past year and a half. In
June, FedEx unveiled a Web site criti-
cizing UPS, whose workers are orga-
nized by the Teamsters, for its sup-
port of the bill. FedEx also has said
the bill would put it at a competitive
disadvantage and, as a result, has
threatened to postpone buying bil-
lions of dollars in new planes from
Boeing Co. if the bill becomes law.

The political calculus doesn’t di-
vide neatly along party lines. Some
Republicans who normally might
not support Teamster-backed bills
hail from states where Atlanta-
based UPS has a big presence, while
some union-friendly Democrats are
from states where FedEx, of Mem-
phis, Tenn., has large facilities that
could be hurt by the legislation.

The latest twist came last week,
when David Keene, president of the
American Conservative Union,
joined several other conservative
groups in signing a letter question-
ing FedEx’s use of “bailout” to de-
scribe what UPS is seeking. In a
video on FedEx’s Web site, brown-
bailout.com, an actor alleges that
UPS’s opposition to the bill is tanta-
mount to a demand for a govern-

ment rescue because it would put a
large competitor at a disadvantage.
UPS argues that it wants the govern-
ment to level the playing field.

The July 15 letter signed by Mr.
Keene and several other prominent
conservatives noted that “FedEx’s
campaign is designed to capitalize on
public sentiment that is angry that
hundreds of billions of dollars have
been wasted in the name of bailouts.
But since UPS is not seeking even one
dime of taxpayer money, the cam-
paign is essentially a disinformation
campaign and should be stopped.”

In response to that letter, FedEx
gave the Web site Politico a letter it
received, dated June 30 and signed
by Dennis Whitfield, the ACU’s execu-
tive vice president. The letter said
Mr. Keene’s organization had offered
to produce “op-eds and articles writ-
ten by ACU’s Chairman David Keene
and/or other members of ACU’s
board of directors” in support of Fed-
Ex’s position. In exchange, the group
wanted FedEx to pay potentially sev-
eral million dollars for the group’s
grass-roots efforts.

The ACU offered to “contact over
150,000 people per state multiple
times at a cost of $1.39 per name or
$2,147,550 to implement the entire
program....If we incorporate the tar-
geted, Senator-personalized radio
effort into the plan, you can figure
an additional $125,000 on average,
per state.”

FedEx declined the offer, and com-
pany spokesman Maury Lane ac-
cused the group of shopping its views
to the highest bidder.

The conservative group released
its own statement saying Mr. Keene’s
signatureonthepro-UPSletterwas“a
personal decision on his part and he
was not representing ACU at the
time.” The group said Mr. Keene
hadn’t received permission to use its
logoontheJuly15letterandthegroup
didn’t know the letter was being sent.

The group said it continues to sup-

port FedEx’s position and that its po-
litical views “have never been for
sale.” A spokesman declined to make
Mr. Keene available for comment or
to discuss the contents of the letter.

UPS spokesman Malcolm Berkely
said UPS didn’t pay Mr. Keene or any-
one else whose name appears on the
July 15 letter in return for their signa-
ture. He did acknowledge that UPS’s
foundation has given annual grants
to Americans for Tax Reform, whose
president, Grover Norquist, also
signed the pro-UPS letter.

Mr. Berkely said UPS’s founda-
tion supports the organization “be-
cause of their effort to educate con-
sumers and taxpayers about the
cost of taxation, regulation and liti-
gation.” A spokesman for Ameri-
cans for Tax Reform didn’t respond
to an email question about its finan-
cial relationship with UPS.

FedEx,theNo. 2delivery company
behind UPS, worries that a Teamster-
organizedworkforcewouldeliminate
a key competitive advantage. In past
contract negotiations between the
Teamsters and UPS, FedEx has played
uptheissueofpotential“industrydis-
ruption” in attempting to capture
business from some UPS customers.

In 2008, UPS more than doubled
its lobbying expenditures to $5.2
million, according to Opensecrets.
org, which tracks federal lobbying
spending. FedEx last year spent $9.3
million on lobbying, or nearly triple
its annual average in recent years,
according to the Web site.

Both UPS Chairman and CEO Scott
Davis and Fred Smith, FedEx’s chair-
man and CEO, have paid visits to Sen.
MarkBegichofAlaskaandSen.Johnny
Isakson of Georgia, among other law-
makers,to press theircases,according
to people familiar with the matter. Mr.
Begich is a Democrat, but his state is
home to a FedEx sorting hub. Mr. Isak-
son is a Republican, but his state is
home to UPS headquarters.

Mr. Berkely confirmed that Mr.
Davis “has made himself available
to discuss this issue with members
of Congress when available.” FedEx
also has confirmed the meetings.

By Ruth Bender

PARIS—Vivendi SA said Mon-
day that it halted talks to buy a ma-
jority stake in the African telecom-
munications activities of Mobile
Telecommunications Co., known
as Zain Group, easing concerns
about the impact such a deal would
have had on the French media con-
glomerate’s credit rating.

Zain’s African operations,
which analysts estimate could be
valued at $10 billion, would have
enlarged Vivendi’s footprint in
high-growth markets: Kuwait-
based Zain is active in populous Af-
rican countries where mobile-
phone use is still in its infancy,

such as Nigeria, Sudan and the
Democratic Republic of Congo.

Vivendi already has a presence
in Africa through its 53% stake in
Maroc Telecom—which has opera-
tions in Morocco, Mauritania,
Burkina Faso, Gabon and Mali—
and Chief Executive Jean-Bernard
Levy has said the company is look-
ing to expand further in faster-
growing markets. Like other Euro-
pean telecommunications opera-
tors, Vivendi is facing declining
revenue and margins in its mature
home market.

Vivendi’s net debt as of March
31 totaled Œ8.3 billion ($11.7 bil-
lion), unchanged from a year ear-
lier.
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Lupus drug’s positive results
propel Human Genome stock

Promoter seeks Jackson film deal

Engineers race to save Mars rover remotely
Costly off-road buggy,
past its warranty,
is stuck in a ditch

By Ethan Smith

AEG Live and the estate of
Michael Jackson are negotiating
with several Hollywood studios,
seeking at least $50 million in ex-
change for the theatrical-and-DVD
distribution rights to a documen-
tary about the final days of the late
pop singer, according to people fa-
miliar with the matter.

The Los Angeles-based concert
promoter is trying to offset the $30
million it spent to stage a series of
concerts the late pop singer was pre-
paring for at the time of his death,
and make up for tens of millions of
dollars in lost revenue from ticket re-
ceipts, merchandise and food sales.

A deal could be reached as soon
as this week, according to the peo-
ple familiar with the matter, with
one of four studios: Sony Corp.’s
Sony Pictures Entertainment, News

Corp.’s Twentieth Century Fox, Via-
com Inc.’s Paramount and General
Electric Co.’s Universal Pictures.
Representatives for the four studios
declined to comment. AEG has previ-
ously indicated interest in releasing
a Jackson documentary on DVD.

The documentary would be
largely made from about 100 hours
of footage AEG shot as Mr. Jackson
prepared for the 50-show run at Lon-
don’s O2 arena, which was to have
started July 13. Included is multi-
camera footage taken on the night of
Mr. Jackson’s final dress rehearsal.
Mr. Jackson died on June 25 at age
50, from causes that authorities
have said were probably linked to
his use of a powerful sedative.

The estate and AEG opened bid-
ding by asking the studios for $50
million, according to the people
with knowledge of the talks. These
people add that the deals under dis-

cussion include revenue-sharing
agreements and distribution fees
for the movie studios.

AEG and the Jackson estate
would divide any fee collected from
a studio, according to these people,
with the majority going to the es-
tate. AEG shot the footage, but the
estate owns it and controls the
rights to the singer’s name and like-
ness. Sony Music Entertainment dis-
tributes Mr. Jackson’s solo record-
ings, potentially giving Sony Pic-
tures an edge in negotiations. Mr.
Jackson’s Mijac music publishing
controls the underlying composi-
tions and would also be entitled to li-
censing fees.

A Los Angeles Superior Court
judge authorized the executors
named in Mr. Jackson’s 2002 will to
negotiate with AEG on the disposi-
tion of the singer’s dealings with the
concert promoter.

By Robert Lee Hotz

PASADENA, Calif.—On Mars,
NASA’s robot rover Spirit is spin-
ning its wheels on the soft shoulder
of planetary exploration, up to its ax-
les in silt millions of kilometers
away from tense engineers who are
struggling to extricate it by remote
control.

At NASA’s Jet Propulsion Labora-
tory in Pasadena, Calif., mission

planners are test-
ing ways to drive it
free of the Martian
sand trap in a last-
ditch effort to save

a $300 million robot that, after put-
tering across alien terrain for five
years, may have rolled its last meter.

To recreate the treacherous Mar-
tian ground, they built a tilted ply-
wood sandbox and packed it with
2,450 kilograms of diatomaceous
earth and fire clay mixed to mimic
soil with the properties of “slippery
cake flour,” says Sharon Laubach,
head of the Mars rover project’s inte-
grated sequencing team. A full-
scale duplicate of the 175-kilogram
vehicle is parked on an artificial hill-
side, hub-deep in the powder.

Working through their first
round of 11 rescue experiments, JPL
rover engineers wearing protective
masks and white “Free Spirit” lab
coats gingerly gunned the test rov-
er’s engine, then periodically mea-
sured its progress with a yardstick.
With each trial maneuver, though,
the robot dug itself a little deeper.

This month, the world celebrates
the 40th anniversary of the Apollo
11 moon mission and humanity’s
first footsteps on a world beyond
our own. In the decades since, space
flight has in so many ways become
routine. Hundreds of satellites orbit
our home planet, owned or shared
by 115 countries.

Not since 1972, however, have
people returned to the moon or ven-
tured much beyond low Earth orbit.
Generations of unmanned probes,
though, have toured Mercury, Ve-
nus, the outer planets and beyond.
For the robot pioneers of planetary
exploration, every journey is a narra-
tive of near misses and narrow es-

capes, of human ingenuity rising to
a challenge.

All told, the JPL rover engineers
have at least 60 maneuvers to con-
sider, conceived during a recent
brainstorming session involving
hundreds of researchers around the
U.S. It might be weeks before they
can tell which approaches have the
best chance of freeing the stranded
rover in Mars’ lighter gravity, where
the vehicle weighs much less than it
does on Earth. “It is our expectation
that it will take a long time to get
out,” says JPL project manager
John Callas. “This is the most seri-
ous event for the rover in its five-
plus years on the surface of Mars.”

With swept-back wings of solar
panels, a gold-plated instrument
box and clusters of cameras, the six-
wheel Spirit rover resembles a me-
chanical moth with a gilded thorax.
Spirit, one of two NASA rovers now
on Mars, is the ultimate off-road ve-
hicle. The nearest highway is more
than 400 million kilometers away.

Rolling across this exotic terrain
earlier this year, the Spirit rover
broke through the thin crust of a vol-
canic rise called Home Plate. It has
been mired there since May. “Unfor-
tunately, when we tried to climb up
that little slope, the rover couldn’t
make it,” Dr. Laubach says. “The
rover was digging into this material
and the belly of the rover was get-
ting closer to the surface,” where it
might easily have grounded itself
permanently on rocks.

“We know we have to diagnose
these problems from millions of
miles way,” says Dr. Laubach. “It
would be nice to be able to stand
around Spirit and actually see the
situation. It would be even nicer if
we could push her out.”

The Spirit rover has long been
working on borrowed time. De-
signed for a 90-day mission, it has
been sending back data 20 times
longer than planned. At its best,
Spirit has traveled farther in a day
than the 1997 Mars Sojourner rover
covered in its entire three-month
mission.

“We are way out of warranty,”
says project deputy principal inves-
tigator Ray Arvidson at Washington
University in St. Louis. “Nobody ex-
pected us to be still doing this in
July 2009.”

Yet any one of Spirit’s almost
2,000 days on Mars could easily
have been its last.

Spirit’s travails began the mo-

ment it was launched from Earth in
2003. During its 500-million-kilome-
ter interplanetary voyage, it sur-
vived bombardment by charged par-
ticles from some of the highest en-
ergy solar flares on record.
Wrapped in a cocoon of protective
air bags, it hit Mars hard enough to
bounce higher than a three-story
building. It bounced up and down 27
times before skittering to a halt on a
rust-colored plain strewn with vol-
canic rocks and pocked with impact
craters.

A defective air bag briefly
blocked its way onto the planet’s sur-
face. Once it rolled on to Martian

soil, mission planners promptly lost
control of the vehicle for two days.
In the years since, Spirit’s rover driv-
ers at JPL have contended with fal-
tering power levels, communica-
tions blackouts and periodic com-
puter problems that have worsened
in recent months.

To complicate matters, the
Spirit by necessity has been driving
backwards since 2006, when its
right front wheel stopped working.
JPL’s rover drivers discovered they
could still steer the vehicle more or
less in the right direction, but only
by driving it in reverse, dragging its
locked wheel like an anchor. The sci-

entists quickly came to value the
broken wheel as a digging tool that
churned up subsurface soil for analy-
sis.

“Wherever you drive, you dig a
big trench,” says Dr. Arvidson. “The
positive side is that it turns out to be
a beautiful physical properties ex-
periment.”

So far, the Spirit rover and its
twin rover Opportunity together
have transmitted 250,000 images
and 36 gigabytes of technical data,
equal to 2.5 million pages or so of
text. They have uncovered mineral
evidence that Mars once was
warmer and wetter than today—
and buttressed the possibility that
it might have supported the develop-
ment of life.

“Both rovers, by digging in the
dirt, provided absolute ironclad evi-
dence of warm wet conditions on
Mars several billion years ago,” Dr.
Arvidson says.

While engineers try to get Spirit
moving again, project scientists are
using its sensors to study the
strange ground around it. “It turns
out that the soil is scientifically very
interesting,” says Dr. Laubach.

At the same time, the wind has
swept Spirit’s solar panels free of
dust, restoring the vehicle to full
power for the first time in many
months. “We’ve tripled the amount
of energy,” says Dr. Callas.

China and Russia plan to send sat-
ellites to Mars next year. NASA’s
next Mars rover mission is sched-
uled for launch in 2011. The U.S.
space shuttle fleet, however, has
reached retirement age. The Interna-
tional Space Station already is
slated for de-orbit and demolition
in 2016, NASA’s space station pro-
gram manager, Michael T. Suffre-
dini, said this month.

For decades, NASA planners and
space-exploration proponents
dreamed of lunar settlements and
manned missions to Mars, as a nec-
essary prelude to even more ambi-
tious human exploration of planets
around other stars. In the weeks
ahead, the U.S. human space flight
plans committee, appointed by Pres-
ident Barack Obama, will be assess-
ing NASA’s human space explora-
tion efforts. Are the fiscal, physical
and psychological challenges of
long duration space flight more
than we can master?

Our machines boldly go, leaving
tire tracks where footsteps may one
day follow.
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Five years and 4.8 miles later, a rover is stuck in a Martian sandtrap

Scientists at the Jet Propulsion Labratory, in Pasedena, Calif. test a 
Spirit replica in sand similar to that on Mars.
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By Thomas Gryta

Human Genome Sciences Inc.
said its experimental drug Benlysta
met the goals of a late-stage study in
treating lupus, a notoriously
hard-to-treat autoimmune disease.

The drug needs to complete an-
other similar trial before it goes be-
fore regulators. It wouldn’t be on
the market until late 2010 at the ear-
liest, but if approved, its sales could
exceed a billion dollars a year.

The success surprised many ana-
lysts and investors who were expect-
ing the drug to fail, as it did in an ear-
lier mid-stage study. As a result, Hu-
man Genome shares more than tri-
pled Monday to as high as $11.73 in
late afternoon trading. American de-

positary shares of the drug’s part-
ner, GlaxoSmithKline PLC, were up
3.7% to $37.72.

Lupus occurs when the body at-
tacks itself, causing inflammation
and tissue damage virtually any-
where in the body, making it diffi-
cult to treat. The nature of the dis-
ease has made it challenging to de-
sign clinical trials, because almost
every patient has different symp-
toms and, accordingly, gets differ-
ent treatments including anti-in-
flammatory drugs, steroids, anti-
malarials and immunosuppres-
sants.

Human Genome, based in Rock-
ville, Md., said in the 865-patient,
one-year study, Benlysta showed su-
periority in patient responses when
used with standard care.

SCIENCE
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Chevron focuses on U.S. fight
Oil firm anticipates
waging Ecuador suit
in home courts

Toyota lost touch in U.S., executive says

1964
Ecuador grants exploration          
concession to a consortium of U.S.
companies, with Texaco as operator

1974
State-run oil company Petroec-
uador acquires majority stake in             
consortium; Texaco remains the 
operator until 1990

1992
Consortium agreement expires; 
Texaco ends Ecuador operations

1993
Ecuadorian residents file class-
action lawsuit against Texaco in 
New York

1996-2001
Federal court in New York           
dismisses lawsuit; Texaco agrees 
to accept Ecuadorian jurisdiction

2001
Chevron acquires Texaco

2003
Plaintiffs sue Chevron in Ecuador

2006
Rafael Correa elected president 
of Ecuador

2008
Court-appointed expert finds 
Chevron responsible for as much 
as $16 billion in damages; later 
increased to $27 billion

Demonstrators marching in Ecuador in 2003 over environmental damage they say was caused by Texaco.
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By Ben Casselman

Chevron Corp., which expects
to be on the losing end of a long-
running environmental lawsuit in
Ecuador, is turning its attention to
fighting the expected multibillion-
dollar verdict in the U.S.

The plaintiffs in the case, resi-
dents of Ecuador’s oil-producing Am-
azonian rainforest, are seeking to
hold Chevron responsible for environ-
mental contamination they say was
caused by Texaco, which operated in
Ecuador from 1964 to 1990 and was
bought by Chevron in 2001. An ex-
pert appointed by the Ecuadorian
court has recommended the judge
award the plaintiffs $27 billion in
damages from Chevron, which would
be the biggest environmental judg-
ment against an oil company to date.

Chevron denies the allegations,
arguing that Texaco’s operations
in Ecuador met local and interna-
tional standards, that a $40 mil-
lion cleanup effort in the 1990s re-
solved any environmental liability
the company had there, and that
any remaining problems are the re-
sponsibility of Petroecuador, the
state-run oil company that took
over Texaco’s operations.

The stakes are high. Damages
of $27 billion would represent
roughly a tenth of the company’s
2008 revenue, and a record-set-
ting judgment could tarnish Chev-
ron’s image at a time when it has
been trying to establish itself as en-
vironmentally friendly.

Chevron says it has given up the
prospect of winning the case be-
cause the Ecuadorian court system
is heavily influenced by President
Rafael Correa, who has publicly
sided with the plaintiffs. The com-
pany says it plans to appeal the
case in Ecuador, but has little hope
of prevailing. Both sides expect a
ruling in the case later this year.

Chevron itself has never oper-
ated in Ecuador, and Texaco pulled
out in 1992, leaving behind almost
no assets for the court to seize in
case of a judgment against the com-
pany. Therefore the plaintiffs will
need to try to enforce any ruling in
a country where Chevron does
have assets, most likely the U.S.

Chevron has been reassuring
shareholders that it doesn’t ex-
pect to be forced to pay any judg-
ment imposed by Ecuador.

“We’re not paying and we’re go-
ing to fight this for years if not de-
cades into the future,” Chevron
spokesman Don Campbell said in
an interview.

To prevent enforcement of a po-
tential judgment in the U.S., Chev-
ron will likely need to convince a
U.S. judge it didn’t get a fair trial in

Ecuador—something legal experts
say won’t be easy. “It’s going to
have to be pretty conclusive evi-
dence,” said Ralph Steinhardt, a
law professor at George Washing-
ton University.

Complicating the matter for
Chevron, after the plaintiffs origi-
nally sued Texaco in the U.S., Tex-
aco convinced a U.S. court that the
case should be heard in Ecuador,
praising Ecuador’s judicial system
in court filings.

Texaco argued the case should
be heard in Ecuador because the
evidence and alleged damage were
in the country. The plaintiffs ar-
gued that Ecuador wasn’t
equipped to deal with such a com-
plicated case.

But Mr. Steinhardt, as well as
other legal experts, said U.S.
courts won’t enforce a patently un-
just ruling, regardless of what Tex-
aco said during an earlier stage in
the case.

Chevron has begun laying the
groundwork for such an argument
in court filings and letters to inves-

tors, questioning the qualifica-
tions of the court-appointed ex-
pert and arguing that recent inci-
dents—including the adoption last
fall of a new constitution that re-
placed Ecuador’s Supreme Court
with a new body—have called the
entire system into question.

The plaintiffs argue Ecuador’s
court system has become less sus-
ceptible to corruption in recent
years. Andrew Woods, a lawyer for
the plaintiffs, accused Chevron of
stalling. Chevron denies stalling,
but has stressed to investors that
any enforcement will likely take
years.

The most immediate threat to
Chevron, according to analysts,
could be the impact a ruling would
have on its reputation, particu-
larly as the company seeks permis-
sion to drill in other developing
countries.

The plaintiffs are hoping nega-
tive publicity will lead Chevron to
settle the case.

Chevron has responded with its
own public-relations campaign.
Mr. Campbell said the company is
responding to distortions from
the plaintiffs.

Some shareholders, however,
have urged the company to settle.
Mr. Campbell said Chevron is work-
ing to defend its reputation, but
won’t settle a case in which it has
done nothing wrong. “We’re not
going to be bullied into a settle-
ment,” Mr. Campbell said.

By Jackie Cheung

HONG KONG—Macau’s casino
gambling revenue in the second
quarter fell 12% from a year earlier
to 25.62 billion patacas ($3.7 bil-
lion), and was down 2.4% from the
previous quarter, the city’s Gaming
Inspection and Coordination Bu-
reau said.

Analysts said visa restrictions in-
troduced by the Chinese govern-
ment have reduced the number of
visitors from mainland China and
hit gambling revenue in the special
administrative region.

Since the middle of 2008, Beijing
has tightened restrictions on visits
to Macau in an apparent attempt to
stop civil servants from gambling
and to curb money laundering. The
former Portuguese enclave returned
to Chinese rule in December 1999.

Macau’s casino gambling reve-
nue fell 12.5% to 51.87 billion pata-
cas in the first half ended June 30
from a year earlier.

The number of casino gambling
tables rose to 4,390 at the end of
June, from 3,998 at the end of
March, the regulator said.

In 2002, Macau ended a 40-year
monopoly on casino gambling in the
territory enjoyed by casino business-
man Stanley Ho. Since then, the terri-
tory has granted six casino licenses
to casino operators, including SJM
Holdings Ltd., controlled by Mr. Ho.

The other operators are Las Ve-
gas Sands Corp., Wynn Resorts
Ltd., Melco Crown Entertainment
Ltd., MGM Grand Paradise SA and
Galaxy Entertainment Group Ltd.

CORPORATE NEWS

Chevron will likely
need to convince a
U.S. judge it didn’t get
a fair trial in Ecuador.

Casino revenue
in Macau drops
12% on visa limits

By Kate Linebaugh

Toyota Motor Corp. got “a little
bit lost” in its North American
strategy and fell out of touch with
customers and the market, its new
North American chief, Yoshimi In-
aba, said Monday.

After years of growth and prof-
its at Toyota, Mr. Inaba said ele-
ments of complacency and arro-
gance infiltrated the company,
which prides itself on being effi-
cient and customer-oriented as
well as constantly improving.

“Our sense has been always
that we listen to the market, we lis-
ten to customers, we listen to the
dealer. That element is a little bit
lost in the very long and good suc-
cess that we have had in the last
eight years,” Mr. Inaba, who is
president of Toyota Motor North
America, told a group of reporters.

As the global vehicle market
has contracted, Toyota posted its
first loss in 58 years and projects
to record another loss for this fis-
cal year.

Last month, Akio Toyoda, the
great grandson of the company’s
founder, took over as president as
the company seeks to return to
profitability.

Mr. Inaba—who was dis-
patched by Mr. Toyoda to fix its

biggest market—says Toyota’s
North American operations could
return to profitability in the next
fiscal year as he embarks on an
overhaul of the business. He said
he expects U.S. annual light-vehi-
cle sales to return to about 12 mil-
lion level next year, though it will
take time to return to the 2007
level of 16 million.

Mr. Inaba disagreed with the
contention that Toyota expanded
too fast in North America. “We
were having a tough time catching
up with demand,” he said.

Mr. Inaba stressed that the U.S.
auto market “remains the most im-
portant market for Toyota.”

Struggling to cope with overca-
pacity in its North American opera-
tions, Mr. Inaba said the company
hopes to decide what to do with its
California joint-venture plant
with General Motors Co. “as
quickly as possible.” GM said it
was exiting the 25-year partner-
ship as part of its bankruptcy reor-
ganization.

As part of the overall replan-
ning process, Mr. Inaba said he is
evaluating what to do with Toyo-
ta’s partially built plant in Missis-
sippi where it planned to produce
its Prius hybrid.

The factory was indefinitely
postponed last year. Restarting it
depends on how strong demand is
for the Prius and how the company
reshuffles production to address
overcapacity.

To assemble the Prius in the
U.S., Toyota will seek to produce
some of the hybrid vehicle parts lo-
cally, he said.

Mr. Inaba also said Toyota
wants to grab market share that
GM and Chrysler Group LLC lose
through their restructuring pro-
cess, though he conceded that
Ford Motor Co. Is best positioned
to benefit from the downsizing.

“We certainly want a good
chunk of it,” he said. “As the dust
settles down a little bit we would
also like to go after any incremen-
tal volume.”

By Peter Loftus

Wyeth shareholders on Monday
approved a takeover by Pfizer Inc.,
helping to lay the groundwork for
the deal to close this year.

About 98% of votes cast sup-
ported the deal, according to a pre-
liminary tally announced at a share-
holder meeting.

The transaction is still subject to
clearance by U.S. antitrust regula-
tors. On Friday, Pfizer said the Euro-
pean Commission had approved the
deal, subject to the sale of certain ani-
mal-health assets in Europe. U.S. reg-
ulators also expect animal-health di-
vestitures because Pfizer and Wyeth
have overlapping businesses.

In January, Pfizer agreed to ac-
quire Wyeth, of Madison, N.J., in a
cash-and-stock deal valued at about
$68 billion. New York-based Pfizer,
which expects the sale to close by
the end of the year, wants to diver-
sify its business and gain access to
fast-growing biotechnology drugs
and vaccines as the 2011 patent expi-
ration looms for its blockbuster cho-
lesterol drug Lipitor. Pfizer also ex-
pects cost savings, with a 15% reduc-
tion in the combined entity’s work
force planned.

Wyeth Chief Executive Bernard
Poussot said the combined entity
will achieve more than either com-
pany could have alone. But he ac-
knowledged “mixed feelings” and
“sadness to see the company disap-
pear as we know it today,” as well as
the pending job losses.

Wyeth holders
clear Pfizer offer
to buy drug firm
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Medical tomes mine obvious and obscure
Parade of periodicals
cover curious ground;
Duh! and Huh?
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By Melinda Beck

T
HE WORLD scarcely
needs more medical jour-
nals. The National Library
of Medicine already in-
dexes some 5,200 of them,

from Applied Immunohistochemis-
try & Molecular Morphology to Gut.

But based on the dozens of stud-
ies that pass my desk every day, I

think there should
be two more schol-
arly periodicals:
I’d call them Duh!,
for findings that

never seemed to be in doubt in the
first place, and Huh?, for those
whose usefulness remains ob-
scure, at least to lay readers.

Duh!’s first issue could include
findings such as these, all of which
ran in prestigious journals or were
presented at scientific conferences
in recent weeks:

§ Toddlers become irritable
when prevented from napping

§ Cats make humans do what
they want by purring

§ TV crime dramas inaccurately
portray violent crime in America

§ People with high IQs make wise
economic decisions

Huh?’s first issue could contain
these head-scratchers:

§ Men are better at hammering
in the dark than women are

§ Young orangutans, gorillas,
chimpanzees and bonobos laugh
when tickled

§ Neither alcohol (in him) nor
makeup (on her) affect a man’s abil-
ity to guess a woman’s age

§ The more abdominal hair, the
greater the tendency to collect belly-
button lint

Not surprisingly, the researchers
involved in each of these studies
maintain that their work is neither
obvious nor silly when understood
in the proper context. (Having an ad-
vanced degree also helps.)

“What makes you think that it
was common knowledge that laugh-
ter has a pre-human basis?” Marina
Davila Ross, a primatologist at the
University of Portsmouth, U.K.,
wrote in an email. For their study in
Current Biology last month, she and
colleagues compared “tickle-in-
duced vocalizations” from four
types of great apes and human in-
fants and determined that the
sounds share a common evolution-
ary ancestry, going back at least 10
million years. They also concluded
that human laughter diverged more
sharply in the past five million
years, perhaps in tandem with lan-
guage development.

Karen McComb, a University of
Sussex behavioral ecologist, was
equally protective of her cat-com-
munication study, which ran in Cur-
rent Biology last week. “Of course
pet owners know that their cats
and dogs have particular ways of
getting their attention,” she
emailed. “The interesting thing
about our study is…WHY they do
this.” After having 50 humans rate
solicitation and non-solicitation
purrs from10 different cats, the re-
searchers found that particularly
urgent purrs have the same sound
frequency as a meow, similar to a
baby’s cry. Thus cats may be tap-
ping into the intrinsic human com-
pulsion to nurture offspring.
“Even cat owners are surprised to
find what is going on,” wrote Dr.
McComb.

Sometimes things that unin-
formed readers think are obvious
aren’t at all to people who know
more. When I suggested to
Stephen V. Burks, a behavioral
economist at the University of Min-
nesota, Morris, that it wasn’t sur-
prising that people with high IQs
make wise economic choices, he
said, “If you think so, you knew
more than a lot of economists did.”
His multiyear study of 1,000
trucker-trainees, funded in part by
the MacArthur Foundation and re-
ported in the Proceedings of the Na-
tional Academy of Science, is the
first strong evidence that cogni-
tive and noncognitive skills are
linked, he said. On one level, it
could help explain why some peo-

ple are poor; on another level, it
shows that even in service jobs,
such as trucking, that don’t re-
quire a college degree but do re-
quire a lot of self-management,
those with greater cognitive skills
are more likely to succeed.

Some studies attempt to show
that a correlational relationship is
actually causal (that is, two things
don’t just go together; one thing ac-
tually causes the other.) That was
the case with the study finding
that 2-to-3-year-olds become
more worried, anxious and cranky
when deprived of naps. Monique K.
LeBourgeois, an assistant profes-
sor at Brown University’s Center
for the Study of Human Develop-
ment, explained that the study, pre-
sented at a sleep-research confer-
ence last month, is part of a larger
research program looking at path-
ways to mental illness, and with
some schools eliminating naps in
all-day pre-kindergarten pro-
grams, “hard science is needed to
inform public policy.”

OK, so maybe these studies
aren’t such “duhs” after all. But my
journal will underscore the stories
behind the studies, and be all the
more interesting.

At times, a seemingly obvious
research finding actually serves a
secondary point. Mayo clinic psy-
chiatrist Timothy Lineberry says

he and the two medical students
who compared the murder situa-
tions depicted on six seasons of
“CSI” and “CSI: Miami” with na-
tional crime data weren’t really
surprised that they didn’t match.
They were emphasizing the point
that alcohol plays a larger role in
such crimes than the public may re-
alize. The study was presented at
the American Psychiatric Associa-
tion in May.

In the same vein, the report in
the British Journal of Psychology
in April that alcohol and makeup
have little affect on a man’s ability
to judge a woman’s age served, in
part, to refute an oft-heard excuse
given by male sex offenders for
picking up underage women in
bars. Interestingly, the more par-
ticipants drank, the less likely they
were to rate the women as attrac-
tive. “This seemingly flies in the
face of the commonly held notion
of ‘beer goggles,’ ” said lead re-
searcher Vincent Egan, a forensic
psychologist at the University of
Leicester, U.K.

Several of the researchers I con-
tacted expressed frustration with
the way their work had been charac-
terized in the popular press.

“What the media glommed onto
was the difference between men
and women hammering in the dark,
and the logical question was, ‘Why
do we care? We’ll never hammer in
the dark,’ ” said Duncan Irschick, an
associate professor of human biome-
chanics at University of Massachu-
setts, Amherst. His study on ham-
mering, presented at an experimen-
tal-biology conference last month,
is part of a five-year $1.5 million
grant from the National Institutes of
Health to study how humans, from
infancy to adulthood, learn to use
tools under different conditions.

“On the most profound level, it re-
ally addresses something about why
we are human,” he said. “Animals
don’t use tools.”

When reminded that the news re-
lease for his study had highlighted
the hammering-in-the-dark aspect,
Dr. Irschick noted that news re-
leases often focus on something sim-
ple to attract media attention.

“Most scientists now, we stare at me-
dia reports about what we are doing
and we just cringe,” he said.

Huh? and Duh! will attempt to
bridge this communication gap be-
tween academic researchers and
the popular press. Phrases such as
“novel empirical construct” will be
replaced by “which nobody has
done quite this way before.” Words
such as “whilst” will be banned.

Given the current push for “evi-
dence-based medicine,” we may
well see more studies attempting to
confirm the previously only sus-
pected, providing ongoing fodder
for Duh! (As editor in chief, I’m think-
ing of tapping Gordon C. S. Smith, a
University of Cambridge obstetri-
cian, who wrote a classic paper in
the British Medical Journal in 2003
noting that, despite an extensive lit-
erature search, he could find no ran-
domized controlled trials testing
whether parachutes actually pre-
vent death and injuries in response
to “gravitational challenge”—i.e.,
jumping out of aircraft. He encour-
aged those who insist on verifying
observational data to participate in
such a trial.)

Like Dr. Smith, a few academic
researchers are having a bit of fun,
which we will certainly encourage
in Huh? Georg Steinhauser, a chem-
ist at the Vienna University of Tech-
nology, said it was the surprise of
his career that the journal Medical
Hypotheses accepted his study ti-
tled “The Nature of Navel Fluff.” In-
spired by a question posed in the
2005 book, “Why Do Men Have Nip-
ples?” Dr. Steinhauser theorized
that belly-button lint is largely the
result of abdominal hair channel-
ing loose shirt fibers. To test his hy-
pothesis, he collected 503 pieces
of his own belly button lint over
three years, wearing different
shirts. Then he shaved his abdomi-
nal hair and found that no more
lint collected.

“Many people nominated me for
an ig-Nobel prize,” Dr. Steinhauser
wrote. As to other studies he has
planned, he joked in an email: “My
wife specifically prohibited all stud-
ies and papers involving our
3-month-old daughter. Including
her diapers. What a pity!”

Leaks proliferate
in the world of
blogs. Page 29

Engineers test ways to extricate NASA’s
$300 million robot rover from a sand trap
on Mars by remote control. Page 28
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Kuehne & Nagel International

Kuehne & Nagel International
AG said second-quarter net profit
fell 16% amid sharp drops in demand
for both sea-freight and air-freight
forwarding, which the Swiss logis-
tics company couldn’t entirely offset
with cost cuts. Net profit fell to 130
million Swiss francs ($120. 7 million)
from 154 million francs a year earlier.
Net invoiced revenue, which forward-
ers use to measure revenue without
custom duties and levies, dropped
23% to 3.47 billion francs from 4.52
billion francs. The company said it
will continue to cut costs amid dim
prospects for trade picking up.

Deutsche Lufthansa AG

The European Commission, the
European Union’s executive arm, said
it is awaiting clarifications from Ger-
man airline Deutsche Lufthansa AG
on its planned takeover of Austrian
Airlines AG before deciding whether
to clear the deal. Commission offi-
cials held discussions with Lufthansa
over the weekend, said Jonathan
Todd, the panel’s antitrust spokes-
man. EU competition commissioner
Neelie Kroes offered to meet with
Lufthansa’s chief to discuss the mat-
ter, Mr. Todd added. A Lufthansa
spokesman said the airline is working
on a solution with the commission.

Continental AG

Auto-parts supplier and tire
maker Continental AG said it met its
second-quarter operating goals in a
difficult business environment, but
added that still-tight financing con-
ditions pose a major challenge for
the second half. Earnings before in-
terest and taxes, or Ebit, remained
in the black and came in at Œ38.8 mil-
lion ($54.7 million) in the second
quarter, down 92% from Œ455.7 mil-
lion a year earlier, but exceeding
first-quarter Ebit by more than
Œ200 million. Revenue dropped 28%
to Œ4.76 billion amid a major down-
turn in the global auto market.

Halliburton profit drops
as commodity prices ebb
Drilling work falls
in North America;
Asia, Mideast strong

—Compiled from staff
and wire service reports.

By Jason Womack

And Tess Stynes

Halliburton Co.’s second-quar-
ter earnings fell 48% amid weak de-
mand and lower prices, particularly
in North America, where drilling ac-
tivity has declined.

But relatively strong margins in
international markets such as Asia
and the Middle East brought in
higher earnings than most ana-
lysts expected, bumping the Hous-
ton oil-services company’s share
price higher. Halliburton was up
3.3% to $22.08 on the New York
Stock Exchange in early afternoon
trading Monday.

Oil-and-gas producers are slash-
ing spending on oil-field services as
commodity prices have slumped
and demand wanes. Halliburton and
other companies began offering con-
tracts tied to oil-price indexes ear-
lier this year to keep projects afloat.

Declines in North American drill-
ing activity weighed significantly
on Halliburton’s results. During a
conference call, Chief Executive
David Lesar said that high levels of
natural-gas storage would keep
North American gas-drilling activ-
ity suppressed in the near term.

“Any recovery in gas drilling is
likely to be relatively modest for the
rest of 2009,” Mr. Lesar said.

Natural-gas storage levels have
swelled despite the brisk pullback in
drilling activity. Natural gas in U.S.
storage for the week ending July 10
stood at 2.886 trillion cubic feet,

26% higher than a year earlier.
The U.S. gas-drilling rig count

has fallen by more than half from its
peak of 1,606 rigs in September.

Although the drop in onshore
drilling in North America has ex-
erted pressure on the prices Halli-
burton and other oil-field-services
companies can charge for services,
Mr. Lesar said the sector is “proba-
bly close to the bottom in terms of
pricing degradation.”

The company reported a profit of
$262 million, or 29 cents a share,
down from $504 million, or 55 cents
a share, a year earlier. The latest pe-
riod included a one-cent-a-share
charge for job cuts, while the prior
year included a 13-cent loss from dis-
continued operations.

Revenue fell 22% to $3.49 billion,
reflecting a 37% decline in North
America and a 17% drop in the Mid-
dle East and Asia.

Analysts polled by Thomson
Reuters most recently were looking
for earnings of 27 cents a share on
revenue of $3.43 billion.

CORPORATE NEWS

Renault SA

Car maker to build factories
to produce ion batteries

French car maker Renault SA and
its Japanese partner Nissan Motor
Co. said they will build two factories
in the U.K. and Portugal to produce
lithium-ion batteries for future mod-
els of electric vehicles. The U.K. plant
will be located at Sunderland, north-
east England, where Nissan already
has a vehicle assembly plant. A deci-
sion on the location of the Portuguese
facility is pending. The companies
are investing Œ250 million ($352 mil-
lion) in the Portuguese plant, which
will create 200 jobs. They didn’t say
how much they would invest in the
Sunderland plant. Each plant will pro-
duce 60,000 batteries annually.

GLOBAL BUSINESS BRIEFS

Source: the company
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 22.50 $24.42 0.44 1.83%
Alcoa AA 25.00 10.60 0.38 3.72%
AmExpress AXP 15.40 28.89 0.86 3.07%
BankAm BAC 361.80 12.24 –0.65 –5.04%
Boeing BA 5.30 42.20 0.84 2.03%
Caterpillar CAT 21.30 36.65 2.66 7.83%
Chevron CVX 8.50 65.64 0.52 0.80%
CiscoSys CSCO 74.70 21.15 0.64 3.12%
CocaCola KO 8.90 51.03 0.71 1.41%
Disney DIS 13.10 25.37 0.86 3.51%
DuPont DD 8.20 28.33 0.76 2.76%
ExxonMobil XOM 19.10 68.94 0.42 0.61%
GenElec GE 89.20 11.67 0.02 0.17%
HewlettPk HPQ 11.80 40.43 0.45 1.13%
HomeDpt HD 9.60 24.80 0.13 0.53%
Intel INTC 73.30 18.90 0.11 0.59%
IBM IBM 10.30 116.44 1.02 0.88%
JPMorgChas JPM 41.10 36.98 0.09 0.24%
JohnsJohns JNJ 8.20 59.06 –0.17 –0.29%
KftFoods KFT 5.30 27.60 0.17 0.62%
McDonalds MCD 7.70 58.28 0.44 0.76%
Merck MRK 10.60 27.94 0.26 0.94%
Microsoft MSFT 41.80 24.53 0.24 0.99%
Pfizer PFE 52.00 15.26 0.30 2.01%
ProctGamb PG 8.90 55.56 –0.36 –0.64%
3M MMM 3.10 63.84 0.92 1.46%
TravelersCos TRV 3.30 40.47 0.05 0.12%
UnitedTech UTX 4.00 54.97 1.17 2.17%
Verizon VZ 9.60 29.77 0.18 0.61%
WalMart WMT 16.10 48.82 0.33 0.68%

Dow Jones Industrial Average P/E: 13
LAST: 8848.15 s 104.21, or 1.19%

YEAR TO DATE: s 71.76, or 0.8%

OVER 52 WEEKS t 2,619.19, or 22.8%

 Note: Price-to-earnings ratios are for trailing 12 months
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dealmakers

Follow the markets throughout
the day, with updated stock
quotes, news and commentary
at WSJ.com/Europe.
Also, receive email alerts that
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Credit-default swaps: European companies
At its most basic, the pricing of credit-default swaps measures how much a buyer has to pay to purchase-and
how much a seller demands to sell-protection from default on an issuer's debt. The snapshot below gives a
sense which way the market was moving yesterday.

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

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

TUI "1,879" –72 –313 314 Nokia  45 ... ... –10

Brit Awys  704 –65 –129 –21 Altadis 48 ... –1 –6

Rhodia 843 –42 –97 –153 ENI  49 ... ... –7

Contl 928 –31 –300 150 Cable & Wireless  228 1 6 –2

Renault 388 –24 –56 –46 Telekom Austria  79 1 ... –20

Old Mut  727 –18 –27 –49 Technip 128 1 –6 –13

Peugeot 357 –18 –62 27 Diageo 57 1 1 –6

ArcelorMittal Fin 406 –16 –32 –53 Nationwide Bldg Soc 172 1 –5 –3

ThyssenKrupp  430 –15 –33 –31 Smurfit Kappa Fdg  718 2 –17 –7

AB Volvo 368 –14 –67 –40 Accor 141 3 –1 11

Source: Markit Group

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

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

ArcelorMittal Luxembourg Iron & Steel $56.5 25.49 4.23% –49.9% ...

Rio Tinto U.K. General Mining 56.3 22.33 3.67 –48.2 1.1%

BHP Billiton U.K. General Mining 54.8 14.92 3.40 –9.4 46.3

ING Groep Netherlands Life Insurance 23.8 8.07 3.32 –62.3 –74.0

Daimler Germany Automobiles 44.9 29.81 2.95 –28.4 –22.7

L.M. Ericsson Tel B Sweden Telecoms Equipment $29.6 77.00 –2.04% 2.5 –33.0

Nestle S.A. Switzerland Food Products 153.2 42.80 –1.61 –2.8 7.4

Anglo Amer U.K. General Mining 39.5 17.89 –1.00 –37.4 –16.8

Nokia Finland Telecoms Equipment 49.3 9.27 –0.96 –46.4 –40.9

Tesco U.K. Food Rtlrs & Whlslrs 47.9 3.70 –0.80 –1.7 2.7

...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

Allianz SE 45.0 70.02 2.88% –37.4% –42.5%
Germany (Full Line Insurance)
GlaxoSmithKline 107.4 11.41 2.61 –7.0 –24.5
U.K. (Pharmaceuticals)
UniCredit 45.2 1.90 2.59 –41.6 –61.9
Italy (Banks)
Credit Suisse Grp 57.2 51.70 2.58 11.0 –20.7
Switzerland (Banks)
HSBC Hldgs 158.4 5.59 2.57 –21.2 –33.7
U.K. (Banks)
BNP Paribas S.A. 75.1 50.57 2.20 –19.4 –32.0
France (Banks)
AXA S.A. 40.1 13.51 2.19 –29.6 –48.0
France (Full Line Insurance)
E.ON 69.8 24.54 2.12 –37.5 –18.6
Germany (Multiutilities)
Banco Santander 106.1 9.16 2.12 –16.1 –15.0
Spain (Banks)
Deutsche Bk 43.3 49.10 2.04 –14.6 –44.5
Germany (Banks)
ENI 97.9 17.20 1.84 –21.3 –25.9
Italy (Integrated Oil & Gas)
BP 171.3 5.03 1.72 –3.5 –20.6
U.K. (Integrated Oil & Gas)
Soc. Generale 35.7 43.25 1.65 –25.7 –58.9
France (Banks)
Assicurazioni Gen 30.0 14.99 1.56 –32.5 –39.6
Italy (Full Line Insurance)
Royal Dutch Shell A 91.0 18.06 1.55 –21.7 –32.8
U.K. (Integrated Oil & Gas)
Novartis 114.7 46.40 1.53 –21.7 –33.3
Switzerland (Pharmaceuticals)
Siemens 68.1 52.38 1.47 –28.9 –18.3
Germany (Diversified Industrials)
Total S.A. 131.9 39.14 1.40 –17.9 –23.7
France (Integrated Oil & Gas)
Koninklijke Phlps 20.3 14.71 1.34 –33.2 –41.5
Netherlands (Consumer Electronics)
Sanofi-Aventis S.A. 83.4 44.65 1.25 –1.6 –43.0
France (Pharmaceuticals)

Banco Bilbao Viz 52.3 9.82 1.24% –17.4% –39.8%
Spain (Banks)
Iberdrola S.A. 40.4 5.69 1.07 –31.8 –14.1
Spain (Conventional Electricity)
ABB 38.4 17.68 1.03 –37.9 21.2
Switzerland (Industrial Machinery)
BG Grp 62.2 10.55 0.96 –5.7 51.5
U.K. (Integrated Oil & Gas)
UBS 43.7 14.48 0.91 –35.5 –74.9
Switzerland (Banks)
BASF 41.8 31.99 0.88 –22.8 2.6
Germany (Commodity Chemicals)
GDF Suez 83.4 25.98 0.87 –39.3 –1.0
France (Multiutilities)
Bayer 44.8 38.12 0.69 –28.8 –0.7
Germany (Specialty Chemicals)
SAP 53.0 30.44 0.68 –13.5 –14.3
Germany (Software)
Roche Hldg Part. Cert. 99.9 152.10 0.66 –11.1 –31.0
Switzerland (Pharmaceuticals)
Telefonica S.A. 110.6 16.54 0.43 –4.3 27.1
Spain (Fixed Line Telecoms)
Intesa Sanpaolo 40.2 2.39 0.42 –31.2 –46.4
Italy (Banks)
Astrazeneca 66.0 27.59 0.35 20.5 –16.8
U.K. (Pharmaceuticals)
Diageo 40.2 8.85 ... –2.2 –3.4
U.K. (Distillers & Vintners)
Barclays 56.8 3.13 –0.03 –3.4 –47.6
U.K. (Banks)
Vodafone Grp 108.4 1.13 –0.13 –24.3 –1.9
U.K. (Mobile Telecoms)
Unilever 44.6 18.30 –0.27 0.9 –2.1
Netherlands (Food Products)
British Amer Tob 58.9 17.66 –0.39 –0.3 24.5
U.K. (Tobacco)
France Telecom 60.4 16.27 –0.58 –17.9 –2.9
France (Fixed Line Telecoms)
Deutsche Telekom 51.1 8.25 –0.60 –25.5 –32.9
Germany (Mobile Telecoms)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage 0.03% 0.56% 2.0% 4.6% -3.9%
Event Driven 0.10% 0.74% 4.5% 6.7% -21.3%
Equity Market Neutral 0.38% 1.03% -0.6% -2.9% -11.0%
Equity Long/Short 0.87% 0.89% 2.3% 1.3% -16.4%

*Estimates as of 07/17/09, 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 1.07 103.54% 0.02% 1.87 1.02 1.34

Eur. High Volatility: 11/1 2.07 107.36 0.04 3.89 2.03 2.67

Europe Crossover: 11/1 7.02 109.89 0.10 9.71 6.60 7.92

Asia ex-Japan IG: 11/1 1.77 107.68 0.04 3.84 1.58 2.40

Japan: 11/1 2.27 112.42 0.05 4.33 1.41 2.45

 Note: Data as of July 17

Spreads
Spreads on five-
year swaps for 
corporate debt; 
based on Markit 
iTraxx indexes.   
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BLUE CHIPS & BONDS

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

US: 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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U.S. confronts two timetables in Iran
With nuclear materials piling up and change in Tehran uncertain, White House keeps offer to talk on the table

Critical comments by Iran’s former president over the election sent demonstrators back into the streets of Tehran last week.
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Iran reformers warned
to halt latest challenges

Ayatollah Ali Khamenei, right, issues a warning to opponents as Iran President Mahmoud Ahmadinejad, second right, listens.

By Gerald F. Seib

Two powerful forces are spin-
ning away simultaneously in Iran:
the social unrest stemming from the
country’s disputed presidential elec-
tion, and thousands of high-tech cen-
trifuges that are busy producing nu-
clear material.

The Obama administration’s di-
lemma here is simple. Those centri-

fuges are likely to
reach critical mass
faster than the pro-
testers in the
streets. In a nut-

shell, that’s why the administra-
tion’s offer to talk with Tehran re-
mains on the table despite the inter-
national outcry over the Iranian elec-
tion outcome.

That dilemma was put into stark
relief Friday by a sermon from
former Iranian President Ali Akbar
Hashemi Rafsanjani, which may be-
come a milestone in Iran’s post-elec-
tion unrest. Mr. Rafsanjani, an ayatol-
lah and an iconic figure in the history
of Iran’s Islamic revolution, criti-
cized both the June presidential elec-
tion and the government’s reaction
to the ensuing protests, implying
that his nation’s current leaders
have lost the faith of their citizens.

In one fell swoop, that kept the
protest movement alive despite a po-
lice crackdown; showed that the
split in Iran’s clerical ranks over the
supposed re-election of President
Mahmoud Ahmadinejad is deep and
serious; and opened the door to all
sorts of intriguing regime-change
possibilities. The sermon also in-
stantly sent demonstrators back
into the streets. Another flashpoint
looms in early August, when Mr. Ah-
madinejad is scheduled to be sworn
in for his second term.

Yet from the West’s perspective,
the problem is that the time needed
to somehow effect change in Iran’s
government, or even its behavior

from the street up, is likely to be
long—and, unfortunately, longer
than the time needed to amass a wor-
risome amount of nuclear material.

The International Atomic Energy
Agency last month reported that
some 5,000 centrifuges now are
working in Iran, churning out low-
enriched nuclear fuel, while another
2,000 or so could soon join them.
Those centrifuges don’t produce nu-
clear material sufficiently enriched
to produce an atomic bomb, and
Iran insists the material is for civil-
ian power production. But it can be
the building block for weapons if fur-
ther enriched.

The Institute for Science and In-

ternational Security, a nonpartisan
technical organization overseen by
former IAEA inspector David Al-
bright, estimates that at current pro-
duction rates, Iran could accumu-
late enough low-enriched uranium
to serve as feedstock for two nu-
clear weapons by the end of next Feb-
ruary. It’s still a leap from there to ac-
tually producing a weapon, and U.S.
government specialists think Iran re-
mains anywhere from one to three
years away from being able to make
a nuclear bomb.

Still, time isn’t on the side of the
West, and there is little reason to
think political ferment in Iran will,
in the short run, change the arc of its

nuclear program. “The bottom line
is that their [nuclear] laboratories
are probably working 24/7,” says Ri-
chard Haass, president of the Coun-
cil on Foreign Relations, which last
week hosted a major speech by U.S.
Secretary of State Hillary Clinton.
“So we don’t have the luxury of wait-
ing for a government we like until
we approach them.”

Thus, administration officials
argue that if a central reason to
open a dialogue with Iran was to
test whether there was a way to ne-
gotiate Tehran off its current nu-
clear path, the need to test that hy-
pothesis has hardly receded. If any-
thing, the urgency has intensified.

“We remain ready to engage with
Iran, but the time for action is
now,” Mrs. Clinton said in last
week’s speech. “The opportunity
will not remain open indefinitely.”

The danger now, though, is that a
diplomatic outreach to Iran has the
potential to lend Mr. Ahmadinejad
and his government legitimacy at a
time when it is being questioned by
Iranians themselves. So the trick is
to open a line to the Iranians gener-
ally without seeming to bless the be-
sieged president.

There are a couple of ways to do
that. The most likely is to talk to the
Iranians within the “P5 plus one” in-
ternational group—which consists
of the five permanent members of
the United Nations Security Coun-
cil, plus Germany—rather than di-
rectly. In fact, the administration
said before the Iranian election that
it envisioned starting a dialogue by
taking part in meetings that group
might hold with Iranian officials.

One senior administration offi-
cial notes that Iran has said recently
that it will bring new ideas to the P5
plus one group on how to deal with
its nuclear program. That hasn’t hap-
pened yet, so in a sense the ball is in
Iran’s court.

The other option is to explicitly
open channels to Iranian leaders
other than Mr. Ahmadinejad. The
U.S. could aim either below to the
foreign minister or above to su-
preme leader Ayatollah Ali
Khameini, the country’s ultimate
power source.

In any case, Mr. Haass suggests
moving quickly to find out whether
the Iranians will accept a “ceiling”
on their nuclear activity. If the an-
swer is no, he says, the U.S. then can
move at the Security Council in Sep-
tember to seek tougher interna-
tional sanctions on Iran. In any case,
that sound diplomats will hear in
the background is the whirling of
Tehran’s nuclear centrifuges.

By Chip Cummins

DUBAI—Iran’s supreme leader
struck back Monday at a barrage of
increasingly assertive challenges
from reform-minded leaders, warn-
ing them to tone down complaints
about the contested June 12 election
and its aftermath.

Ayatollah Ali Khamenei’s speech
came after two former Iranian presi-
dents appeared to directly confront
him over the election. Former Presi-
dent Mohammad Khatami, a so-
called reformist who led Iran for two
terms before Mr. Ahmadinejad’s
first election victory in 2005, called
over the weekend for a referendum
on the president’s re-election.

“The political elite should main-
tain great vigilance because they
currently face a significant chal-
lenge; their failure to rise to this
challenge will lead to their col-
lapse,” Iran’s state-run English-lan-
guage news service, Press TV,
quoted Mr. Khamenei saying. He
spoke as Mr. Ahmadinejad and other
officials sat on the floor beside him .

The call was the latest high-pro-
file rebuke from Mr. Khamenei, who
has attempted to close debate on the
subject with his endorsement of the
election results weeks ago. Late last
week, another former president, Ak-
bar Hashemi Rafsanjani, in the ele-
vated setting of Friday prayers at
Tehran University, bluntly criticized
the government for its handling of
postelection protests.

Mr. Rafsanjani is a top cleric who
helped found the Islamic Republic
and enjoys his own political base
apart from Mr. Khamenei. The new
assertiveness by leading opposition-
minded clerics could reinvigorate
what appears to be a dwindling
street movement.

The clerical split has been limited
to a war of words. But as the rhetoric
ratchets up, the stakes for both sides
do, too. Supporters of Mr. Rafsanjani
and Mir Hossein Mousavi—Mr. Ah-
madinejad’s closest challenger in
the vote—risk a tougher crackdown
if they continue to challenge Su-
preme Leader Khamenei, who has fi-
nal say in all matters of state.

Mr. Mousavi, meanwhile, vis-
ited family members of some of
those arrested in the crackdown.

He used unusually strong lan-
guage, and directed his criticism di-
rectly at the regime: “End this

game as soon as possible and re-
turn to the nation its [arrested]
sons,” the AP quoted him saying.
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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.

2.64% 13 World -a % % 190.99 1.22%–26.5% 4.69% 11 U.S. Select Dividend -b % % 530.61 0.89%–21.8%

2.21% 14 Global Dow 1115.40 0.44% –22.6% 1685.04 1.25% –30.6% 4.51% 15 Infrastructure 1252.70 0.18% –15.8% 1698.89 0.99% –24.5%

3.37% 26 Stoxx 600 213.20 1.21% –24.5% 226.32 1.94% –32.3% 1.79% 7 Luxury 712.20 –0.14% –14.7% 858.90 0.67% –23.5%

3.53% 17 Stoxx Large 200 229.20 1.20% –24.6% 241.96 1.93% –32.4% 6.47% 5 BRIC 50 353.50 2.27% –17.2% 479.36 3.10% –25.8%

2.54% -17 Stoxx Mid 200 194.40 1.15% –23.6% 205.21 1.88% –31.5% 4.46% 11 Africa 50 696.40 0.74% –26.1% 628.73 1.56% –33.7%

2.74% -28 Stoxx Small 200 121.20 1.55% –24.2% 127.86 2.28% –32.0% 3.71% 6 GCC % % 1327.40 0.21% –53.2%

3.35% 19 Euro Stoxx 231.20 1.21% –26.9% 245.42 1.94% –34.5% 3.29% 12 Sustainability 706.40 1.08% –20.2% 848.11 1.86% –28.4%

3.51% 14 Euro Stoxx Large 200 246.70 1.24% –27.1% 260.18 1.97% –34.6% 2.51% 12 Islamic Market -a % % 1670.16 1.30% –23.8%

2.58% -12 Euro Stoxx Mid 200 215.70 1.02% –26.1% 227.44 1.75% –33.8% 2.79% 12 Islamic Market 100 1507.60 0.25% –11.2% 1834.68 1.02% –20.4%

2.82% 16 Euro Stoxx Small 200 131.60 1.28% –25.3% 138.63 2.01% –33.1% 2.79% 12 Islamic Turkey -c % % % %

5.96% 8 Stoxx Select Dividend 30 1186.20 1.60% –30.7% 1442.74 2.34% –37.9% 2.12% 12 DJ U.S. TSM % % 9723.21 0.92% –24.5%

5.19% 9 Euro Stoxx Select Div 30 1378.50 1.57% –37.8% 1683.17 2.30% –44.2% % DJ-UBS Commodity 117.00 –0.37% –36.9% 120.71 0.35% –43.4%

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

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

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

Australia 1.2321 2.0296 1.1518 0.1587 0.0397 0.1952 0.0130 0.3158 1.7511 0.2352 1.1121 ...

 Canada 1.1080 1.8250 1.0357 0.1427 0.0357 0.1755 0.0117 0.2839 1.5746 0.2115 ... 0.8992

 Denmark 5.2389 8.6295 4.8973 0.6746 0.1687 0.8299 0.0554 1.3426 7.4455 ... 4.7285 4.2519

 Euro 0.7036 1.1590 0.6578 0.0906 0.0227 0.1115 0.0074 0.1803 ... 0.1343 0.6351 0.5711

 Israel 3.9020 6.4274 3.6476 0.5025 0.1256 0.6181 0.0413 ... 5.5455 0.7448 3.5218 3.1669

 Japan 94.5450 155.7345 88.3805 12.1746 3.0443 14.9768 ... 24.2299 134.3674 18.0467 85.3333 76.7327

 Norway 6.3128 10.3984 5.9011 0.8129 0.2033 ... 0.0668 1.6178 8.9717 1.2050 5.6977 5.1234

 Russia 31.0560 51.1554 29.0311 3.9991 ... 4.9196 0.3285 7.9590 44.1368 5.9280 28.0301 25.2050

 Sweden 7.7658 12.7917 7.2594 ... 0.2501 1.2302 0.0821 1.9902 11.0367 1.4823 7.0091 6.3027

 Switzerland 1.0698 1.7621 ... 0.1378 0.0344 0.1695 0.0113 0.2742 1.5203 0.2042 0.9655 0.8682

 U.K. 0.6071 ... 0.5675 0.0782 0.0195 0.0962 0.0064 0.1556 0.8628 0.1159 0.5479 0.4927

 U.S. ... 1.6472 0.9348 0.1288 0.0322 0.1584 0.0106 0.2563 1.4212 0.1909 0.9026 0.8116

Source: Thomson Reuters via WSJ Market Data Group

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

WSJ.com

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

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

Corn (cents/bu.) CBOT 333.75 2.25 0.68% 707.00 302.00
Soybeans (cents/bu.) CBOT 923.00 –0.50 –0.05% 1,557.50 670.00
Wheat (cents/bu.) CBOT 542.25 0.50 0.09 1,072.00 512.00
Live cattle (cents/lb.) CME 91.875 –0.075 –0.08 118.500 81.250
Cocoa ($/ton) ICE-US 2,868 106 3.84 3,237 1,950
Coffee (cents/lb.) ICE-US 122.30 3.60 3.03 183.30 109.00
Sugar (cents/lb.) ICE-US 17.74 0.44 2.54 18.09 11.05
Cotton (cents/lb.) ICE-US 64.86 0.80 1.25 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,175.00 44 2.06 3,637 1,425
Cocoa (pounds/ton) LIFFE 1,808 35 1.97 1,985 1,177
Robusta coffee ($/ton) LIFFE 1,513 57 3.91 2,324 1,250

Copper (cents/lb.) COMEX 246.90 4.60 1.90 375.35 129.55
Gold ($/troy oz.) COMEX 948.80 11.30 1.21 1,020.70 724.60
Silver (cents/troy oz.) COMEX 1362.50 22.20 1.66 2,009.00 886.00
Aluminum ($/ton) LME 1,738.50 39.50 2.32 3,070.00 1,288.00
Tin ($/ton) LME 13,550.00 600.00 4.63 23,550.00 9,750.00
Copper ($/ton) LME 5,415.00 183.00 3.50 8,225.00 2,815.00
Lead ($/ton) LME 1,718.00 97.00 5.98 2,225.00 870.00
Zinc ($/ton) LME 1,668.00 122.50 7.93 1,915.00 1,065.00
Nickel ($/ton) LME 16,425 475 2.98 21,195 9,000

Crude oil ($/bbl.) NYMEX 65.29 0.71 1.10 142.60 44.28
Heating oil ($/gal.) NYMEX 1.7204 0.0446 2.66 4.0400 1.2589
RBOB gasoline ($/gal.) NYMEX 1.7809 0.0195 1.11 3.0875 1.1450
Natural gas ($/mmBtu) NYMEX 3.838 0.022 0.58 12.059 3.366
Brent crude ($/bbl.) ICE-EU 66.44 1.06 1.62 134.00 44.13
Gas oil ($/ton) ICE-EU 545.75 11.50 2.15 1,086.00 411.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on July 20
Per In

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

Argentina peso-a 5.4126 0.1848 3.8085 0.2626

Brazil real 2.7132 0.3686 1.9091 0.5238

Canada dollar 1.5746 0.6351 1.1080 0.9026
1-mo. forward 1.5744 0.6351 1.1078 0.9027

3-mos. forward 1.5741 0.6353 1.1076 0.9029
6-mos. forward 1.5736 0.6355 1.1072 0.9032

Chile peso 754.87 0.001325 531.15 0.001883
Colombia peso 2851.42 0.0003507 2006.35 0.0004984

Ecuador US dollar-f 1.4212 0.7036 1 1
Mexico peso-a 18.9111 0.0529 13.3065 0.0752

Peru sol 4.2792 0.2337 3.0110 0.3321
Uruguay peso-e 32.929 0.0304 23.170 0.0432

U.S. dollar 1.4212 0.7036 1 1
Venezuela bolivar 3.05 0.327682 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7511 0.5711 1.2321 0.8116
China yuan 9.7083 0.1030 6.8311 0.1464

Hong Kong dollar 11.0144 0.0908 7.7501 0.1290
India rupee 68.3881 0.0146 48.1200 0.0208

Indonesia rupiah 14432 0.0000693 10155 0.0000985
Japan yen 134.37 0.007442 94.55 0.010577

1-mo. forward 134.32 0.007445 94.51 0.010581
3-mos. forward 134.23 0.007450 94.45 0.010587

6-mos. forward 134.04 0.007460 94.32 0.010603
Malaysia ringgit-c 5.0332 0.1987 3.5415 0.2824

New Zealand dollar 2.1759 0.4596 1.5310 0.6532
Pakistan rupee 116.709 0.0086 82.120 0.0122

Philippines peso 68.033 0.0147 47.870 0.0209
Singapore dollar 2.0483 0.4882 1.4413 0.6938

South Korea won 1768.68 0.0005654 1244.50 0.0008035
Taiwan dollar 46.580 0.02147 32.775 0.03051
Thailand baht 48.342 0.02069 34.015 0.02940

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

Euro zone euro 1 1 0.7036 1.4212

1-mo. forward 0.9999 1.0001 0.7036 1.4213

3-mos. forward 1.0000 1.0000 0.7036 1.4212

6-mos. forward 1.0000 1.0000 0.7036 1.4212

Czech Rep. koruna-b 25.831 0.0387 18.176 0.0550

Denmark krone 7.4455 0.1343 5.2389 0.1909

Hungary forint 273.15 0.003661 192.20 0.005203

Norway krone 8.9717 0.1115 6.3128 0.1584

Poland zloty 4.2792 0.2337 3.0110 0.3321

Russia ruble-d 44.137 0.02266 31.056 0.03220

Sweden krona 11.0367 0.0906 7.7658 0.1288

Switzerland franc 1.5203 0.6578 1.0698 0.9348

1-mo. forward 1.5198 0.6580 1.0694 0.9351

3-mos. forward 1.5184 0.6586 1.0684 0.9360

6-mos. forward 1.5161 0.6596 1.0668 0.9374

Turkey lira 2.1442 0.4664 1.5087 0.6628

U.K. pound 0.8628 1.1590 0.6071 1.6472

1-mo. forward 0.8629 1.1589 0.6071 1.6471

3-mos. forward 0.8630 1.1588 0.6072 1.6469

6-mos. forward 0.8630 1.1588 0.6072 1.6469

MIDDLE EAST/AFRICA
Bahrain dinar 0.5358 1.8664 0.3770 2.6525

Egypt pound-a 7.9260 0.1262 5.5770 0.1793

Israel shekel 5.5455 0.1803 3.9020 0.2563

Jordan dinar 1.0056 0.9945 0.7076 1.4133

Kuwait dinar 0.4080 2.4512 0.2871 3.4836

Lebanon pound 2142.46 0.0004668 1507.50 0.0006634

Saudi Arabia riyal 5.3299 0.1876 3.7503 0.2666

South Africa rand 11.2875 0.0886 7.9423 0.1259

United Arab dirham 5.2202 0.1916 3.6731 0.2722

SDR -f 0.9118 1.0967 0.6416 1.5586

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 600 213.22 2.55 1.21% 8.3% –24.5%

 14 DJ Stoxx 50 2185.42 26.65 1.23 5.8% –23.3%

 19 Euro Zone DJ Euro Stoxx 231.21 2.77 1.21 3.8% –26.9%

 16 DJ Euro Stoxx 50 2500.69 31.49 1.28 2.0% –25.0%

 8 Austria ATX 2117.24 28.55 1.37 20.9% –42.2%

 12 Belgium Bel-20 2105.34 22.23 1.07 10.3% –32.4%

 15 Czech Republic PX 962.6 18.4 1.95 12.2% –33.7%

 9 Denmark OMX Copenhagen 278.16 2.81 1.02 23.0% –26.6%

 12 Finland OMX Helsinki 5487.78 52.07 0.96 1.6% –36.7%

 11 France CAC-40 3270.94 52.48 1.63 1.6% –24.4%

 19 Germany DAX 5030.15 51.75 1.04 4.6% –21.7%

 … Hungary BUX 16251.16 313.46 1.97 32.8% –23.0%

 8 Ireland ISEQ 2740.19 39.26 1.45 16.9% –45.9%

 9 Italy FTSE MIB 19516.72 234.14 1.21 0.3% –30.8%

 9 Netherlands AEX 269.48 3.08 1.16 9.6% –32.7%

 9 Norway All-Shares 336.74 4.90 1.48 24.6% –30.9%

 17 Poland WIG 32821.85 1277.17 4.05 20.5% –17.4%

 14 Portugal PSI 20 7249.82 56.00 0.78 14.3% –17.8%

 … Russia RTSI 972.31 47.31 5.11% 53.9% –54.7%

 9 Spain IBEX 35 10142.8 100.9 1.00 10.3% –13.9%

 15 Sweden OMX Stockholm 258.39 0.83 0.32 26.5% –8.5%

 11 Switzerland SMI 5627.93 33.79 0.60 1.7% –17.9%

 9 Turkey ISE National 100 38250.18 523.49 1.39 42.4% –1.2%

 10 U.K. FTSE 100 4443.62 54.87 1.25 0.2% –17.8%

 21 ASIA-PACIFIC DJ Asia-Pacific 106.93 1.02 0.96 14.3% –20.7%

 … Australia SPX/ASX 200 4050.3 49.5 1.24 8.8% –19.2%

 … China CBN 600 28334.30 520.93 1.87 91.9% 20.7%

 16 Hong Kong Hang Seng 19502.37 696.71 3.70 35.6% –13.4%

 17 India Sensex 15191.01 446.09 3.03 57.5% 9.7%

 … Japan Nikkei Stock Average 9395.32 Closed 6.0% –26.6%

 … Singapore Straits Times 2456.15 25.19 1.04 39.4% –15.9%

 11 South Korea Kospi 1478.51 38.41 2.67 31.5% –5.4%

 15 AMERICAS DJ Americas 248.23 2.19 0.89 9.8% –25.5%

 … Brazil Bovespa 53142.14 1069.65 2.05 41.5% –12.7%

 18 Mexico IPC 26143.37 401.41 1.56 16.8% –7.0%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of July 20, 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* 249.86 0.32% 9.7% –29.7%

3.00% 17 World (Developed Markets) 982.50 0.20% 6.8% –29.9%

2.70% 18 World ex-EMU 115.44 0.16% 7.3% –28.6%

2.80% 19 World ex-UK 980.74 0.22% 6.2% –29.2%

3.80% 16 EAFE 1,325.05 0.36% 7.1% –32.6%

2.90% 14 Emerging Markets (EM) 782.68 1.20% 38.0% –28.0%

4.40% 11 EUROPE 73.45 0.39% 5.8% –27.4%

4.60% 12 EMU 147.83 0.40% 4.0% –36.6%

4.10% 13 Europe ex-UK 80.34 0.59% 3.5% –27.0%

5.50% 9 Europe Value 81.86 0.25% 5.6% –28.5%

3.30% 15 Europe Growth 64.08 0.53% 6.0% –26.4%

3.50% 12 Europe Small Cap 126.43 0.07% 25.2% –27.9%

2.70% 7 EM Europe 202.66 1.39% 27.6% –50.5%

5.00% 8 UK 1,304.58 0.60% –0.8% –21.7%

3.10% 13 Nordic Countries 113.34 1.22% 15.6% –31.1%

2.00% 6 Russia 544.46 3.06% 32.1% –62.4%

4.20% 10 South Africa 634.09 0.04% 9.5% –11.5%

3.40% 17 AC ASIA PACIFIC EX-JAPAN 333.20 1.22% 34.7% –22.5%

1.70%-117 Japan 542.10 0.69% 2.3% –35.0%

2.40% 16 China 56.24 2.13% 37.9% –9.4%

1.10% 18 India 583.13 3.11% 57.9% 7.1%

1.30% 20 Korea 402.37 0.46% 31.1% –12.2%

4.40% 29 Taiwan 250.29 0.83% 44.4% –14.8%

2.20% 22 US BROAD MARKET 1,035.71 –0.08% 5.4% –26.5%

1.60% -40 US Small Cap 1,354.14 –0.44% 8.6% –25.1%

3.50% 13 EM LATIN AMERICA 3,038.26 0.89% 46.2% –36.1%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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U.S., India plan deals on defense, power
Clinton ends visit
with Singh’s pledge
of two nuclear sites

Mumbai suspect says he is guilty Indonesian investigators
seek to identify bombersBy Geeta Anand

MUMBAI—The Pakistani man
captured during the terrorist at-
tacks here in November that left
more than 170 dead told the court try-
ing him for taking part in the assault
that he was guilty—an admission
that surprised even his own lawyer.

“Sir, I plead guilty to my crime,”
said Mohammed Ajmal Kasab on
Monday, a confession that drew
gasps from the audience, the Associ-
ated Press reported.

Mr. Kasab, 21 years old and the
sole survivor of 10 suspected gun-
men in the attacks, had pleaded not
guilty in the trial, which began three
months ago.

Judge M.L. Tahiliyani immediately
summoned prosecution and defense
lawyers to confer privately about the
significance of Mr. Kasab’s statement.
Both sides later said they hadn’t ex-
pected the admission of guilt.

It wasn’t clear whether the ad-
mission will be accepted by the
court. “Everybody in the court was
shocked the moment he said he ac-
cepts his crime,” the public prosecu-
tor, Ujjwal Nikam, told reporters.

If his admission is found to be vol-
untary, it could put a quick end to the
trial and strengthen India’s claims
that the attacks were plotted in Paki-
stan, as police say Mr. Kasab has told
them in prior interrogations.

Relations between Pakistan and
India have been severely strained
since the attacks, which Pakistani of-
ficials initially denied were plotted
in that country or carried out by any
of their nationals. Pakistan has
since admitted the attacks partly
were plotted there.

Asked by the judge why he con-
fessed now after consistently denying
his role, Mr. Kasab said it was because
the Pakistani government recently ac-
knowledged he was a Pakistani citi-
zen, dealing a blow to his defense.

India has been hesitant about re-
starting peace talks with Pakistan

that were aborted in the aftermath
of the attacks, which have been
linked by officials in both countries
to a Pakistani Islamic militant out-
fit, Lashkar-e-Taiba.

Indian Prime Minister Manmo-
han Singh has taken political heat in
the past few days for a joint state-
ment put out after he met Pakistan’s
prime minister on the sidelines of a
recent meeting in Egypt. The state-
ment said neither country should
link peace talks to progress in fight-
ing terrorism, although Mr. Singh
was quick to say Pakistan had to
bring the Mumbai plotters to justice
before there could be any moves to-
ward a settlement.

Pakistani government officials
declined official comment on an on-
going legal case.

Mr. Kasab was charged in the
special court in Mumbai with 12
crimes, including murder and wag-
ing war against India, and could

face the death penalty if convicted.
He was captured during the

60-hour siege of India’s financial
capital that began Nov. 26. Police
say he admitted during multiple in-
terrogations he was one of 10 gun-
men trained in Pakistan who trav-
eled together by sea on the terrorist
mission.

The assailants shot and killed
people at Mumbai’s top two five-
star hotel complexes, the Chhatra-
pati Shivaji Terminus train station,
a Jewish center, a hospital and a res-
taurant. Hemant Karkare, the head
of the city’s antiterrorism squad,
and several senior police officials
were among the more than 160 peo-
ple killed and 300 injured before
combat police were able to recap-
ture Mumbai’s landmark Taj Mahal
Palace & Tower hotel.
 —Zahid Hussain in Islamabad

and Sonya Misquitta in Mumbai
contributed to this article.

U.S. Secretary of State Hillary Clinton, left, speaks with Manmohan Singh, India’s prime minister, in New Delhi on Monday.
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Mohammed Ajmal Kasab said Monday he is guilty of charges related to the terrorist
attacks in Mumbai. Above, Mr. Kasab is shown in police custody in February.

ECONOMY & POLITICS

By Matthew Rosenberg

NEW DELHI—The U.S. and India
announced deals Monday that could
bring American defense contractors
and power companies billions of dol-
lars in business as Hillary Clinton
wrapped up her first visit as secretary
of state to the South Asian nation.

A long-running dispute over how
to combat climate change threat-
ened a day earlier to the sour the
trip. Both the U.S.—the world’s most
powerful democracy—and India—
the most populous—have touted the
visit as an effort to strengthen ties
between two countries after de-
cades of estrangement during the
Cold War, when New Delhi often
leaned toward the Soviet Union.

Monday’s announcements en-
sured Mrs. Clinton’s three-day visit
brought tangible gains for both
sides, setting the stage for further
expanding military cooperation and
two-way trade, currently valued at
about $45 billion and growing.

“I don’t think you can understate
the significance of our relationship
as two democracies,” Mrs. Clinton

said at a joint news conference with
her Indian counterpart, External Af-
fairs Minister S.M. Krishna. “We un-
derstand the difficulties of decision-
making in democracies, and we re-
spect the vibrancy of each other’s de-
mocracy. That is a much stronger
base for a relationship than any
other in the world.”

Mrs. Clinton said she had been
told by Prime Minister Manmohan

Singh, whom she met earlier in the
day, that India had set aside two
sites where U.S. firms will have ex-
clusive rights to build nuclear-
power plants.

The sites will “facilitate billions
of dollars in U.S. reactor exports and
create jobs in both countries as well
as generate much-needed energy”
in India, which faces chronic power
shortages, Mrs. Clinton said.

She didn’t say where the sites
would be. But the widely expected an-
nouncement is a major step toward
implementing a landmark pact
sealed last year between Washington
and New Delhi that ended a 34-year
ban on trading nuclear fuel and tech-
nology with India, which had devel-
oped atomic weapons outside the Nu-
clear Non-Proliferation Treaty.

Already, India has set aside sites

exclusively for French and Russian
companies. The U.S. sites announced
Monday guarantee American access
to a market for power plants valued
at tens of billions of dollars.

However, a number of hurdles re-
main. The U.S. hasn’t granted Ameri-
can companies licenses needed to
share sensitive technical data and
specifications with Indian firms. And
India must pass legislation and sign
an international convention that lim-
its nuclear-power companies from lia-
bility in the case of an atomic accident.

Mrs. Clinton and Mr. Krishna
also announced an “end-use moni-
toring” agreement that provides for
the export of U.S. weapons and de-
fense technology to India by allow-
ing American authorities to make
sure it is used as intended and not
sold to other countries.

The agreement opens the way
for Boeing Co. and Lockheed Martin
Corp. to bid on an Indian contract to
supply 126 fighter jets, a sale valued
at more than $10 billion. It could
also bring in billions of dollars more
for those companies or other Ameri-
can defense contractors as India
modernizes its aging, largely Soviet-
made military arsenal.

India and the U.S. also finalized
an agreement that would allow
American parts to be launched on ci-
vilian or noncommercial Indian
spacecraft.

By Tom Wright

JAKARTA—Police searching for
the identities of two suicide bomb-
ers who attacked hotels in Jakarta
last week are believed to be investi-
gating a 35-year-old alleged terror-
ist known as Nur Sahid who at-
tended one of Indonesia’s best-
known Islamic schools in the 1990s.

Police took DNA samples from
the family of Mr. Sahid in a village in
Central Java, a province on Indone-
sia’s biggest island, state media re-
ported. Police have been unable to
identify the recovered bodies of the
suicide bombers because of the ex-
tent of their injuries from the blasts.
A senior national police spokesman
declined to comment while the in-
vestigation was continuing.

The coordinated attacks ripped
through Jakarta’s JW Marriott and
Ritz-Carlton hotels Friday morning,
killing nine people, including the two
bombers and injuring 53. Intelli-
gence officials have said they believe
Noordin Mohamed Top, one of South-
east Asia’s most-wanted terrorism
suspects, masterminded the bomb-
ings, though police haven’t formally
identified him by name.

Intelligence experts say Mr. Noor-
din was a superior to Mr. Sahid in Je-
maah Islamiyah, a Southeast Asian af-
filiate of al Qaeda that carried out at-
tacks against nightclubs, embassies
and hotels in Indonesia from 2000 to
2005, killing almost 300 people.

Mr. Sahid graduated from the al
Mukmin Islamic boarding school in a
suburb of Solo in Central Java in 1995,
said Sidney Jones, an adviser to the In-
ternational Crisis Group, a Brussels-
based peace-building advocacy body.

Many of the school’s alumni went
on to become members of Jemaah Is-
lamiyah. Ms. Jones, an expert on Is-
lamic terrorist groups in Southeast

Asia, estimates that 15 members of
the class of 1995 have carried out ter-
rorist attacks, including a suicide
car bombing at the JW Marriott in
2003 that killed 12 people. Mr. Sahid,
she said, was in this class.

The latest attacks have rattled
many Indonesians, who had grown
accustomed to several years of sta-
bility after the run of terrorist at-
tacks earlier in the decade. On Mon-
day, Indonesia’s trade minister said
she thought the suicide bombings
would have a limited impact on local
markets, including the stock and cur-
rency markets, and that Indonesia’s
economic fundamentals remain
strong, with growth of 4% to 4.5% ex-
pected this year.

Indonesian police say the latest
bombings, which used homemade ex-
plosives and hit Western targets,
show the hallmarks of Jemaah Is-
lamiyah, whose suspected spiritual
leaders have said they seek to create
anIslamic caliphate in Southeast Asia.

Mr. Sahid is believed to have
rented safehouses in Central Java
for Mr. Noordin and his associates,
Ms. Jones said.

Ms. Jones said she didn’t think
Abu Bakar Bassyir, a cleric who co-
founded the al Mukmin school in
1972 and has been described as the
spiritual leader of Jemaah Islamiyah,
was involved in the latest attacks.

Mr. Bassyir was jailed for conspir-
acy after the 2002 Bali nightclub
bombings. He was released in 2006
and Indonesia’s Supreme Court
later overturned his conviction.

After his release, Mr. Bassyir re-
turned to the school and set up a
new above-ground Islamic group to
focus on religious education and the
imposition of Shariah law in Indone-
sia, a secular nation.
 —P.R. Venkat

contributed to this article.
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EFG-Hermes Saudi Arabia Equity EA EQ SAU 07/14 SAR 5.45 15.0 –42.4 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 07/17 USD 303.56 23.6 –0.5 0.2

Sel Emerg Mkt Equity GL EQ GGY 07/17 USD 173.13 32.2 –25.1 –17.7

Sel Euro Equity EUR US EQ GGY 07/17 EUR 81.21 8.2 –24.9 –30.0

Sel European Equity EU EQ GGY 07/17 USD 151.91 10.5 –35.0 –28.9

Sel Glob Equity GL EQ GGY 07/17 USD 160.61 11.8 –29.2 –26.6

Sel Glob Fxd Inc GL BD GGY 07/17 USD 132.50 2.7 –10.4 –2.8

Sel Pacific Equity AS EQ GGY 07/17 USD 116.12 28.4 –23.6 –16.9

Sel US Equity US EQ GGY 07/17 USD 106.96 6.2 –26.5 –22.7

Sel US Sm Cap Eq US EQ GGY 07/17 USD 144.15 10.2 –29.5 –26.8

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 07/17 EUR 23.61 –10.0 –51.8 –47.7

MP-TURKEY.SI OT OT SVN 07/17 EUR 26.31 34.7 –21.5 –29.3

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

Eastern European Bond Fund OT OT LVA 07/17 USD 12.56 44.0 –11.4 –3.8

Parex Caspian Sea Eq EU EQ LVA 07/17 EUR 2.91 38.6 –63.8 –47.2

Parex Eastern Europ Bd EU BD LVA 07/17 USD 12.56 44.0 –11.4 –3.8

Parex Russian Eq EE EQ LVA 07/17 USD 14.23 64.3 –52.4 –27.0

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 07/20 USD 147.68 33.2 –17.1 –19.0

PF (LUX)-Asian Eq-Pca AS EQ LUX 07/20 USD 141.08 32.5 –17.8 –19.7

PF (LUX)-Biotech-Pca OT EQ LUX 07/17 USD 268.37 –5.9 –25.4 –6.2

PF (LUX)-CHF Liq-Pca CH MM LUX 07/17 CHF 124.17 0.2 0.6 1.4

PF (LUX)-CHF Liq-Pdi CH MM LUX 07/17 CHF 93.72 0.2 0.6 1.4

PF (LUX)-Digital Comm-Pca OT EQ LUX 07/17 USD 98.64 21.3 –9.3 –11.9

PF (LUX)-East Eu-Pca EU EQ LUX 07/17 EUR 214.36 60.5 –45.4 –33.8

PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 07/20 USD 128.78 38.3 –29.1 –21.8

PF (LUX)-Emg Mkts-Pca GL EQ LUX 07/20 USD 422.46 38.9 –29.7 –21.7

PF (LUX)-Eu Indx-Pca EU EQ LUX 07/17 EUR 83.75 9.5 –21.0 –24.7

PF (LUX)-EUR Bds-Pca EU BD LUX 07/17 EUR 374.55 0.3 5.2 2.4

PF (LUX)-EUR Bds-Pdi EU BD LUX 07/17 EUR 285.03 0.3 5.2 2.4

PF (LUX)-EUR Cp Bd-Pca EU BD LUX 07/17 EUR 138.06 10.5 7.4 2.7

PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 07/17 EUR 97.06 10.5 7.4 2.7

PF (LUX)-EUR HiYld-Pca EU BD LUX 07/17 EUR 120.00 33.1 –8.0 –10.3

PF (LUX)-EUR HiYld-Pdi EU BD LUX 07/17 EUR 69.57 33.1 –8.0 –10.3

PF (LUX)-EUR Liq-Pca EU MM LUX 07/17 EUR 135.72 0.8 2.3 2.9

PF (LUX)-EUR Liq-Pdi EU MM LUX 07/17 EUR 97.81 0.8 2.3 2.9

PF (LUX)-EUR Sov Liq-Pca OT OT LUX 07/17 EUR 102.36 0.5 2.0 NS

PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 07/17 EUR 101.00 0.5 2.0 NS

PF (LUX)-Europ Eq-Pca EU EQ LUX 07/17 EUR 338.88 10.8 –24.4 –29.7

PF (LUX)-EuSust Eq-Pca EU EQ LUX 07/17 EUR 110.24 9.0 –20.7 –27.4

PF (LUX)-Gl Em Dbt-Pca GL BD LUX 07/17 USD 219.36 15.8 10.3 6.8

PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 07/17 USD 149.23 15.8 10.2 6.8

PF (LUX)-Gr China-Pca AS EQ LUX 07/20 USD 309.02 45.3 –5.4 –10.1

PF (LUX)-Indian Eq-Pca EA EQ LUX 07/20 USD 297.25 55.1 –3.7 –12.9

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 07/20 USD 213.00 34.5 –20.2 –16.3

PF (LUX)-Piclife-Pca CH BA LUX 07/17 CHF 728.47 5.7 –5.3 –9.1

PF (LUX)-PremBrnds-Pca OT EQ LUX 07/17 EUR 50.76 15.0 –11.6 –23.8

PF (LUX)-Rus Eq-Pca OT OT LUX 07/17 USD 40.45 77.1 –56.4 NS

PF (LUX)-Security-Pca GL EQ LUX 07/17 USD 84.61 18.4 –8.5 –15.4

PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 07/17 EUR 374.74 14.8 –23.9 –28.7

PF (LUX)-US Eq-Ica US EQ LUX 07/17 USD 87.18 6.8 –25.9 –18.7

PF (LUX)-USA Index-Pca US EQ LUX 07/17 USD 76.07 4.9 –24.1 –20.9

PF (LUX)-USD Gov Bds-Pca US BD LUX 07/17 USD 503.17 –5.1 5.3 6.5

PF (LUX)-USD Gov Bds-Pdi US BD LUX 07/17 USD 369.21 –5.1 5.3 6.5

PF (LUX)-USD Liq-Pca US MM LUX 07/17 USD 130.88 0.5 1.4 2.4

PF (LUX)-USD Liq-Pdi US MM LUX 07/17 USD 85.46 0.5 1.4 2.4

PF (LUX)-USD Sov Liq-Pca OT OT LUX 07/17 USD 101.57 0.3 1.4 NS

PF (LUX)-USD Sov Liq-Pdi OT OT LUX 07/17 USD 100.86 0.3 1.5 NS

PF (LUX)-Water-Pca GL EQ LUX 07/17 EUR 108.31 5.1 –14.5 –18.6

PF (LUX)-WldGovBds-Pca GL BD LUX 07/20 USD 161.03 –2.3 4.6 8.6

PF (LUX)-WldGovBds-Pdi GL BD LUX 07/20 USD 133.29 –2.3 4.6 8.6

PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 07/19 USD 44.13 6.3 –53.1 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 07/17 USD 10.97 39.9 –10.7 –16.2

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 07/17 USD 10.86 NS NS NS

Polar Healthcare Class R USD OT OT IRL 07/17 USD 10.87 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 67.4 –18.7 –9.4

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 07/17 EUR 579.25 2.8 –23.8 NS

Core Eurozone Eq B EU EQ IRL 07/17 EUR 689.70 4.9 –21.8 NS

Euro Fixed Income A EU BD IRL 07/17 EUR 1166.00 3.0 –2.9 –3.6

Euro Fixed Income B EU BD IRL 07/17 EUR 1241.40 3.3 –2.3 –3.0

Euro Small Cap A EU EQ IRL 07/17 EUR 974.41 14.9 –27.4 –33.6

Euro Small Cap B EU EQ IRL 07/17 EUR 1040.94 15.3 –26.9 –33.2

Eurozone Agg Eq A EU EQ IRL 07/17 EUR 536.20 7.9 –24.7 –29.0

Eurozone Agg Eq B EU EQ IRL 07/17 EUR 768.49 8.2 –24.3 –28.6

Glbl Bd (EuroHdg) A GL BD IRL 07/17 EUR 1283.52 7.2 1.8 0.5

Glbl Bd (EuroHdg) B GL BD IRL 07/17 EUR 1358.64 7.5 2.6 1.1

Glbl Bd A EU BD IRL 07/17 EUR 1035.73 5.6 10.1 0.9

Glbl Bd B EU BD IRL 07/17 EUR 1099.60 6.0 10.8 1.5

Glbl Real Estate A OT EQ IRL 07/17 USD 693.63 4.1 –36.4 –29.4

Glbl Real Estate B OT EQ IRL 07/17 USD 713.13 4.4 –36.1 –29.0

Glbl Real Estate EH-A OT EQ IRL 07/17 EUR 636.03 1.4 –35.0 –30.4

Glbl Real Estate SH-B OT EQ IRL 07/17 GBP 59.54 0.4 –35.7 –30.1

Glbl Strategic Yield A EU BD IRL 07/17 EUR 1357.59 20.1 –6.1 –4.8

Glbl Strategic Yield B EU BD IRL 07/17 EUR 1448.83 20.5 –5.6 –4.3

Japan Equity A JP EQ IRL 07/17 JPY 11212.00 8.5 –28.6 –29.8

Japan Equity B JP EQ IRL 07/17 JPY 11917.00 8.8 –28.2 –29.3

PacBasn (Ex-Jap) Eq A AS EQ IRL 07/17 USD 1796.12 39.7 –13.6 –16.2

PacBasn (Ex-Jap) Eq B AS EQ IRL 07/17 USD 1911.58 40.1 –13.1 –15.7

Pan European Eq A EU EQ IRL 07/17 EUR 787.71 9.6 –24.1 –27.7

Pan European Eq B EU EQ IRL 07/17 EUR 837.41 10.0 –23.7 –27.2

US Equity A US EQ IRL 07/17 USD 731.54 9.3 –26.3 –21.1

US Equity B US EQ IRL 07/17 USD 781.15 9.7 –25.9 –20.6

US Small Cap A US EQ IRL 07/17 USD 1068.82 6.3 –28.5 –23.9

US Small Cap B US EQ IRL 07/17 USD 1141.92 6.6 –28.0 –23.4

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 07/20 SEK 67.13 11.6 –24.5 –29.6

Choice Japan Fd JP EQ LUX 07/20 JPY 45.97 2.3 –30.5 –31.4

Choice Jpn Chance/Risk JP EQ LUX 07/20 JPY 47.68 6.5 –35.6 –33.1

Choice NthAmChance/Risk US EQ LUX 07/20 USD 3.32 18.6 –30.0 –20.5

Europe 3 Fd EU EQ LUX 07/20 EUR 3.36 10.1 –28.5 –31.2

Global Chance/Risk Fd GL EQ LUX 07/20 EUR 0.50 7.4 –22.0 –25.3

Global Fd GL EQ LUX 07/20 USD 1.81 8.4 –30.0 –24.0

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 07/20 USD 6.32 39.5 –9.0 –15.8

Currency Alpha EUR -IC- OT OT LUX 07/20 EUR 10.50 –3.8 –0.9 1.2

Currency Alpha EUR -RC- OT OT LUX 07/20 EUR 10.42 –4.0 –1.3 0.8

Currency Alpha SEK -ID- OT OT LUX 07/20 SEK 97.69 –7.5 –4.9 NS

Currency Alpha SEK -RC- OT OT LUX 07/20 SEK 114.90 –4.0 –1.3 0.8

Generation Fd 80 OT OT LUX 07/20 SEK 7.19 12.7 –8.7 NS

Nordic Focus EUR NO EQ LUX 07/20 EUR 62.52 25.3 –23.0 NS

Nordic Focus NOK NO EQ LUX 07/20 NOK 69.97 25.3 –23.0 NS

Nordic Focus SEK NO EQ LUX 07/20 SEK 73.39 25.3 –23.0 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 07/20 USD 1.52 9.6 –25.2 –22.2

Ethical Global Fd GL EQ LUX 07/20 USD 0.67 12.5 –26.4 –23.5

Ethical Sweden Fd NO EQ LUX 07/20 SEK 35.83 30.0 –1.2 –14.9

Index Linked Bd Fd SEK OT BD LUX 07/20 SEK 12.82 0.7 2.8 4.9

Medical Fd OT EQ LUX 07/20 USD 2.81 –1.9 –19.6 –13.3

Short Medium Bd Fd SEK NO MM LUX 07/20 SEK 8.80 1.1 2.1 2.8

Technology Fd OT EQ LUX 07/20 USD 2.13 37.0 –10.8 –12.6

World Fd NO BA LUX 07/20 USD 1.82 13.7 –24.0 –18.2

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 07/20 EUR 1.27 0.0 0.4 1.3

Short Bond Fd SEK NO MM LUX 07/20 SEK 21.91 1.6 2.3 2.9

Short Bond Fd USD US MM LUX 07/20 USD 2.49 –0.2 0.4 1.8

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 07/20 SEK 10.14 0.8 –0.3 0.4

Alpha Bond Fd SEK -B- NO BD LUX 07/20 SEK 8.78 0.8 –0.3 0.4

Alpha Bond Fd SEK -C- NO BD LUX 07/20 SEK 25.39 0.7 –0.5 0.3

Alpha Bond Fd SEK -D- NO BD LUX 07/20 SEK 7.91 0.7 –0.5 0.3

Alpha Short Bd SEK -A- NO MM LUX 07/20 SEK 11.06 2.4 3.0 3.4

Alpha Short Bd SEK -B- NO MM LUX 07/20 SEK 10.12 2.4 3.0 3.4

Alpha Short Bd SEK -C- NO MM LUX 07/20 SEK 21.63 2.3 2.9 3.2

Alpha Short Bd SEK -D- NO MM LUX 07/20 SEK 8.19 2.3 2.9 3.2

Bond Fd SEK -C- NO BD LUX 07/20 SEK 42.25 1.7 11.6 6.6

Bond Fd SEK -D- NO BD LUX 07/20 SEK 12.27 1.8 11.7 6.0

Corp. Bond Fd EUR -C- EU BD LUX 07/20 EUR 1.18 7.8 1.7 0.1

Corp. Bond Fd EUR -D- EU BD LUX 07/20 EUR 0.90 7.9 1.8 –0.1

Corp. Bond Fd SEK -C- NO BD LUX 07/20 SEK 11.58 7.8 –2.6 –1.6

Corp. Bond Fd SEK -D- NO BD LUX 07/20 SEK 8.76 7.8 –2.6 –1.5

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 07/20 EUR 101.95 –1.8 4.9 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 07/20 EUR 106.37 2.7 9.5 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 07/20 SEK 1172.41 2.7 9.5 NS

Flexible Bond Fd -C- NO BD LUX 07/20 SEK 21.33 2.2 6.6 4.6

Flexible Bond Fd -D- NO BD LUX 07/20 SEK 11.67 2.2 6.6 4.6

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 07/20 USD 2.17 41.0 –20.4 –14.9

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 07/20 SEK 27.38 63.1 14.1 –15.7

Europe Chance/Risk Fd EU EQ LUX 07/20 EUR 865.14 13.5 –29.7 –32.6

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 07/16 EUR 28.27 –0.3 –7.8 –0.1

Bonds Eur Corp A OT OT LUX 07/16 EUR 22.16 6.9 4.2 0.3

Bonds Eur Hi Yld A OT OT LUX 07/16 EUR 17.61 32.4 –7.0 –10.6

Bonds EURO A OT OT LUX 07/17 EUR 40.13 1.6 9.3 5.4

Bonds Europe A OT OT LUX 07/17 EUR 38.33 1.2 8.3 4.2

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 07/16 USD 34.40 9.1 9.1 7.6

Bonds World A OT OT LUX 07/16 USD 40.69 2.2 3.1 8.8

Eq. China A OT OT LUX 07/17 USD 20.53 37.4 –6.1 –13.3

Eq. ConcentratedEuropeA OT OT LUX 07/17 EUR 22.79 10.6 –26.0 –28.4

Eq. Eastern Europe A OT OT LUX 07/17 EUR 16.73 26.6 –52.6 –37.9

Eq. Equities Global Energy OT OT LUX 07/17 USD 15.27 7.1 –39.5 –19.5

Eq. Euroland A OT OT LUX 07/17 EUR 9.16 0.0 –28.0 –29.9

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

Eq. EurolandCyclclsA OT OT LUX 07/17 EUR 15.06 9.7 –24.8 –24.2

Eq. EurolandFinancialA OT OT LUX 07/17 EUR 9.57 13.6 –27.6 –32.7

Eq. Glbl Emg Cty A OT OT LUX 07/17 USD 8.14 36.2 –26.8 –18.5

Eq. Global A OT OT LUX 07/17 USD 23.04 9.5 –25.5 –24.6

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 07/17 USD 24.93 19.2 –16.9 –2.7

Eq. Japan Sm Cap A OT OT LUX 07/17 JPY 1045.45 15.4 –16.6 –30.4

Eq. Japan Target A OT OT LUX 07/17 JPY 1704.41 8.9 –9.9 –17.2

Eq. Pacific A OT OT LUX 07/17 USD 8.31 30.1 –19.1 –18.3

Eq. US ConcenCore A OT OT LUX 07/17 USD 18.74 15.4 –19.2 –16.3

Eq. US Lg Cap Gr A OT OT LUX 07/17 USD 12.88 19.4 –30.8 –20.3

Eq. US Mid Cap A OT OT LUX 07/17 USD 23.74 18.4 –29.1 –19.5

Eq. US Multi Strg A OT OT LUX 07/17 USD 17.93 12.2 –30.2 –23.7

Eq. US Rel Val A OT OT LUX 07/17 USD 17.22 10.8 –29.0 –27.8

Eq. US Sm Cap Val A OT OT LUX 07/17 USD 13.48 4.2 –37.0 –32.4

Eq. US Value Opp A OT OT LUX 07/17 USD 13.87 7.0 –37.5 –31.8

Money Market EURO A OT OT LUX 07/17 EUR 27.34 0.8 2.8 3.5

Money Market USD A OT OT LUX 07/17 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

Continued from previous page

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 06/30 USD 1300.11 25.7 NS NS

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 06/30 USD 1354.00 0.5 4.1 5.9
CMA MultHdge Arbtrge OT OT CYM 05/29 USD 1752.69 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 06/30 USD 1691.59 2.7 7.0 6.4
CMA MultiHdge Lvrgd OT OT CYM 06/30 USD 952.17 –0.3 1.6 6.7

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 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 4.8 NS NS

Global Absolute EUR OT OT NA 07/10 EUR 1.46 5.5 NS NS
Global Absolute USD OT OT GGY 07/10 USD 1.85 5.1 NS NS

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 94.58 3.5 –4.4 5.3
Integrated Emg Markets EUR OT OT CYM 06/30 EUR 76.09 6.9 –21.7 –12.8
Integrated European EUR OT OT CYM 06/30 EUR 151.17 1.4 –4.1 –1.0
Integrated Event Driven USD OT OT CYM 06/30 USD 82.54 0.3 –22.8 –11.0
Integrated Lg/Sh Sel A USD OT OT CYM 06/30 USD 85.01 –1.6 –14.8 –6.9
Integrated MultSt B USD OT OT VGB 06/30 USD 119.05 3.3 –16.3 –6.8
Integrated Relative Value USD OT OT CYM 06/30 EUR 94.14 3.1 –5.3 –3.0

n INVENTUM ASSET MANAGEMENT S.A.
info@inventumcapital.com
Tel. +7 495 792 5595 www.inventumcapital.com
Inv Absolute Return Fund OT OT BMU 05/29 USD 118.99 17.6 NS NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 07/10 USD 227.86 18.6 –69.1 –47.1

Antanta MidCap Fund EE EQ AND 07/10 USD 400.22 38.1 –75.7 –47.8
Meriden Opps Fund GL OT AND 07/15 EUR 75.42 –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
Winton Evolution JPY OT OT VGB 02/27 JPY 115254.95 0.7 –3.8 7.1
Winton Evolution USD GL OT CYM 06/30 USD 1171.22 –7.3 –13.2 1.9
Winton Futures EUR GL OT VGB 06/30 EUR 192.43 –6.5 –4.0 11.4
Winton Futures GBP GL OT VGB 06/30 GBP 207.39 –6.6 –3.4 12.8
Winton Futures JPY Lead Series 2 GL OT VGB 06/30 JPY 13617.90 –7.7 –7.1 8.1
Winton Futures USD GL OT VGB 06/30 USD 682.01 –7.1 –4.8 11.4

NAV % RETURN
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 06/30 USD 1328.84 3.2 3.2 2.6 –18.0 –7.1

Advertisement [ INTERNATIONAL INVESTMENT FUNDS www.WSJ.com ] Advertisement

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
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U.S. leading indicators
signal a recovery is near

German downturn eases
Finance Ministry,
Bundesbank cite
effects of stimulus

ECONOMY & POLITICS

By Greg Robb

MARKETWATCH.COM

WASHINGTON—The U.S. index
of leading economic indicators rose
0.7% in June, the third straight
monthly gain, the Conference Board
said Monday, signaling a recovery is
likely in the second half of the year.

Over the past six months, the in-
dex has improved at a 4.1% annual
rate, up sharply from a negative
6.2% rate in the prior six months.
This is the fastest pace since the
first quarter of 2006.

The trend is consistent with a
slow recovery this autumn, accord-
ing to Ken Goldstein, an economist
at the Conference Board.

“The unqualified jump in the in-
dex holds out hope that the upturn is
not far away,” said Joel Naroff, presi-

dent of Naroff Economic Advisors.
The gain in the index was in line

with estimates of Wall Street econo-
mists, according to a survey con-
ducted by MarketWatch.

Seven of the 10 indicators in-
creased in June. The positive con-
tributors—beginning with the
largest positive contributor—
were interest-rate spread, build-
ing permits, stock prices, weekly
initial claims, average weekly man-
ufacturing hours, index of sup-
plier deliveries, and manufactur-
ers’ new orders for consumer
goods and materials.

The negative contributors
were real money supply, manufac-
turers’ new orders for nondefense
capital goods, and index of con-
sumer expectations.

By Geoffrey T. Smith

And Andrea Thomas

FRANKFURT—Germany’s gov-
ernment and central bank said that
the pace of the country’s economic
contraction slowed in the second
quarter but that it was largely due to
stimulus effects that could wane
later this year.

Neither the finance ministry nor
the Bundesbank gave precise figures
in their respective reports Monday.
The government statistics office is
set to publish second-quarter gross-
domestic-product data Aug. 13.

Germany’s GDP shrank 2.2% in the
fourth quarter of 2008 from the previ-
ous three months and then con-
tracted a further 3.8% in the first quar-
ter of this year.

The finance ministry concluded
that “the second quarter of 2009
might have been better than previ-
ously expected,” while the Bundes-
bank said that the trend of falling
output “weakened significantly.”

Government measures to sup-
port the car market in particular,
and the labor market in general,
have helped to support the German
economy this year. A plan encourag-
ing people to trade in older cars for
cash helped the auto industry, which
employs around one in seven Ger-
man workers directly and indirectly.

Likewise, government subsidies
to employers that put workers on
short shifts rather than laying them

off kept the jobless lines shorter than
they would otherwise have been.

But a widening budget deficit is
limiting government’s ability to ex-
tend either support mechanism.
The government will end the car-
scrapping scheme by 2010. And
economists almost unanimously ex-
pect further rises in unemployment
even as earlier labor market subsi-
dies are reduced.

“Falling tax revenues and extra
spending for social-security sys-
tems have led new borrowing to
shoot up to a level unimaginable one
year ago,” Deputy Finance Minister
Jörg Asmussen said in the report.

The government’s latest figures
project a general budget deficit of
4% of gross domestic product this
year, rising to 6.4% next year, partly
because of the recession’s effect on
tax revenues.

By Rhea Sandique-Carlos

MANILA—The Philippine govern-
ment said its budget deficit in the
first half of the year widened dra-
matically to 153.4 billion pesos
($3.21 billion) due to weaker tax col-
lection and higher spending to
boost the economy, but was optimis-
tic the shortfall for the full year
wouldn’t breach its ceiling.

The deficit from January to
June was more than eight times the
18 billion peso shortfall in the year-
earlier period, but lower than a
155.1 billion peso ceiling for the pe-
riod, Finance Secretary Margarito
Teves said.

“Given the fiscal performance in
the first six months of the year, we
are hopeful that we will remain on
track with our deficit program of
250 billion pesos or 3.2% of gross
domestic product this year,” Mr.
Teves said.

The government has adopted
measures to boost collection effi-
ciency and generate an additional
30 billion pesos in revenue, he said,
while privatization is expected to
contribute 30 billion pesos before
year-end.

Revenue totaled 545.7 billion pe-
sos, less than a targeted 581.4 bil-
lion pesos. Expenditure rose 19% to
699.1 billion pesos, falling short of
an estimated 736.5 billion pesos.

Mr. Teves said tax collection
was hurt by slower economic
growth. Domestic economic
growth slowed to 0.4% year-to-
year in the first quarter, compared
with growth of 3.9% in the year-ear-
lier period.

Slower imports also meant re-
duced customs revenue. Spending
was lower than expected because
of reduced borrowing costs, he
said. Mr. Teves said Congress must
pass pending revenue-enhancing
bills to “ensure sustainable re-
sources for the government.”

Budget Secretary Rolando An-
daya said the deficit will likely nar-
row next year to around 2.5% to
2.8% of GDP through a combination
of fiscal discipline and a recovery
in the global economy.

Mr. Andaya said the targeted im-
provement in fiscal position next
year is in line with the govern-
ment’s vision of a balanced budget
by 2013.

Philippines says
budget deficit
widened in half
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Has your world changed?

So has ours. The Europe edition of WSJ.com brings you unrivalled reporting,
analysis and data from around the world, and a focus on events across Europe.

In this world, knowing more than the next person really matters.
Visit europe.WSJ.com

Understand your fast changing world
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Gl High Yield I US BD LUX 07/17 USD 3.66 30.6 –7.0 –5.2
Gl Value A GL EQ LUX 07/17 USD 9.16 7.9 –36.1 –31.7
Gl Value B GL EQ LUX 07/17 USD 8.45 7.2 –36.8 –32.4
Gl Value I GL EQ LUX 07/17 USD 9.70 8.3 –35.6 –31.2
India Growth AX OT OT LUX 07/17 USD 86.94 50.5 0.0 –7.1
India Growth BX OT OT LUX 07/17 USD 74.66 49.7 –0.9 –8.0
India Growth Fund USD A OT OT LUX 07/17 USD 99.57 NS NS NS
India Growth Fund USD B OT OT NA 07/17 USD 104.79 NS NS NS
India Growth I EA EQ LUX 07/17 USD 89.89 50.8 0.4 –6.8
Int'l Health Care A OT EQ LUX 07/17 USD 116.81 –0.5 –19.1 –15.9
Int'l Health Care B OT EQ LUX 07/17 USD 98.98 –1.1 –19.9 –16.7
Int'l Health Care I OT EQ LUX 07/17 USD 127.17 –0.1 –18.5 –15.2
Int'l Technology A OT EQ LUX 07/17 USD 89.49 22.3 –25.2 –18.8
Int'l Technology B OT EQ LUX 07/17 USD 77.89 21.7 –25.9 –19.6
Int'l Technology I OT EQ LUX 07/17 USD 99.98 22.9 –24.6 –18.1
Japan Blend A JP EQ LUX 07/17 JPY 5631.00 4.9 –35.3 –31.8
Japan Growth A JP EQ LUX 07/17 JPY 5548.00 –0.3 –35.4 –32.0
Japan Growth I JP EQ LUX 07/17 JPY 5688.00 0.2 –34.8 –31.5
Japan Strat Value A JP EQ LUX 07/17 JPY 5622.00 9.0 –36.3 –32.3
Japan Strat Value I JP EQ LUX 07/17 JPY 5751.00 9.5 –35.8 –31.8
Real Estate Sec. A OT EQ LUX 07/17 USD 11.19 4.9 –33.5 –28.7

Real Estate Sec. B OT EQ LUX 07/17 USD 10.27 4.3 –34.2 –29.5
Real Estate Sec. I OT EQ LUX 07/17 USD 11.98 5.3 –32.9 –28.2
Short Mat Dollar A US BD LUX 07/17 USD 6.90 4.1 –8.0 –9.8
Short Mat Dollar A2 US BD LUX 07/17 USD 9.14 4.3 –8.0 –9.8
Short Mat Dollar B US BD LUX 07/17 USD 6.90 3.9 –8.4 –10.2
Short Mat Dollar B2 US BD LUX 07/17 USD 9.12 4.1 –8.4 –10.2
Short Mat Dollar I US BD LUX 07/17 USD 6.90 4.4 –7.5 –9.2

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 07/17 GBP 6.74 1.1 –13.8 –16.4
Andfs. Borsa Global GL EQ AND 07/17 EUR 5.55 –4.3 –29.5 –26.3
Andfs. Emergents GL EQ AND 07/17 USD 13.63 36.4 –25.6 –17.4
Andfs. Espanya EU EQ AND 07/17 EUR 11.58 7.0 –16.2 –19.0
Andfs. Estats Units US EQ AND 07/17 USD 12.74 4.5 –25.3 –21.2
Andfs. Europa EU EQ AND 07/17 EUR 6.62 2.0 –22.7 –24.9

Andfs. Franca EU EQ AND 07/17 EUR 8.13 –1.8 –23.5 –27.3

Andfs. Japo JP EQ AND 07/17 JPY 463.62 5.8 –28.1 –29.4

Andfs. Plus Dollars US BA AND 07/17 USD 8.61 2.1 –14.6 –10.9

Andfs. RF Dolars US BD AND 07/17 USD 10.70 4.7 –5.5 –2.2

Andfs. RF Euros EU BD AND 07/17 EUR 10.13 13.1 –3.5 –5.0

Andorfons EU BD AND 07/17 EUR 13.39 12.2 –5.2 –8.1

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

Andorfons Mix 30 EU BA AND 07/17 EUR 8.55 5.6 –18.1 –15.7

Andorfons Mix 60 EU BA AND 07/17 EUR 8.11 –0.2 –27.2 –23.0

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 07/10 USD 190059.47 40.9 –15.6 –16.9

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 07/20 EUR 9.60 –4.7 –6.4 –3.1

DJE-Absolut P GL EQ LUX 07/20 EUR 178.27 1.7 –19.2 –16.7

DJE-Alpha Glbl P EU BA LUX 07/20 EUR 157.91 2.7 –15.0 –12.5
DJE-Div& Substanz P GL EQ LUX 07/20 EUR 185.90 6.3 –13.3 –13.6
DJE-Gold&Resourc P OT EQ LUX 07/20 EUR 141.06 7.9 –23.3 –12.4
DJE-Renten Glbl P EU BD LUX 07/20 EUR 125.39 4.8 4.5 1.2
LuxPro-Dragon I AS EQ LUX 07/20 EUR 137.73 48.3 10.2 –6.5
LuxPro-Dragon P AS EQ LUX 07/20 EUR 134.32 48.0 9.7 –7.6
LuxTopic-Aktien Europa EU EQ LUX 07/20 EUR 15.32 6.9 –3.9 –9.3
LuxTopic-Pacific AS EQ LUX 07/20 EUR 13.38 47.8 –20.8 –19.8

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
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China wealth fund CIC buys stake in Citic Capital
Deal offers expertise
in asset management;
price is undisclosed

Old Lane hedge fund struggled to
gain traction after the bank paid
some $800 million to acquire it; the
bank closed the fund last year. Citi-
group’s alternatives business has
shrunk to about $14 billion in assets
from $54 billion last year.

Now, Citigroup is scaling back its
approach to alternative funds. In-
stead of peddling them to a broad
population of retail brokerage cli-
ents, the company will cater to its
wealthiest private-banking clients
and large institutions, according to
people familiar with the matter. Citi-
group is also trying to shed some
funds, including its $12 billion Citi
Property Investors fund, according
to people familiar with the matter.

In the infrastructure fund’s lat-
est setback, co-head Juan Bejar quit
last month. He couldn’t be reached
for comment.

After Mr. Bejar’s departure, the
fund’s investors exercised their
right to restrict the fund from mak-
ing new investments for at least 120
days. Citigroup executives are
searching for a successor to Mr. Be-
jar. Felicity Gates, previously co-
head of the fund, remains at its helm.

Inside Citigroup, Mr. Froman’s
departure package was controver-
sial. As he prepared to take over the
White House post in late January, he
was due and later received more
than $4 million in compensation
from Citigroup, people familiar with
the matter say.

Mr. Froman also had a sizable
stake in the Citi Infrastructure Inves-

tors fund, which he had received as
part of his pay package. He wanted
to cash out, wary of conflicts of inter-
est with his new government job.

Mr. Froman proposed that Citi-
group pay him at least $10 million
for his stake, say several people fa-
miliar with the matter. Another per-
son says Mr. Froman simply pro-
vided Citigroup with a range of valu-
ations to help them determine an ap-
propriate number.

The issue of paying out Mr. Fro-
man sparked a debate among top Citi-
group executives, some of whom felt
the company shouldn’t make a seem-
ingly rich payout, especially given
Citigroup’s financial plight.

Mr. Froman ultimately received
White House permission to retain
his interest in the fund, on the con-
dition that he avoid matters involv-
ing the infrastructure fund or its in-
vestments, people familiar with
the matter say. The White House
didn’t respond to requests for com-
ment.

Mr. Froman, 46 years old, knows
President Obama from Harvard Law
School. He was chief of staff to Rob-
ert Rubin when Mr. Rubin was Trea-
sury secretary and then joined his
former boss at Citigroup.

Citigroup’s Web site describes
the infrastructure fund, launched in
2007, as being “at the forefront of
the private infrastructure market.”
Citigroup invested $500 million,
and the fund also got infusions from
the Australian government’s Future
Fund and the Alaska Permanent
Fund. The fund had early success

with investments in a Spanish toll
road, a Vancouver airport and a U.K.
water utility. Citigroup executives
say those deals are poised to gener-
ate handsome profits.

But the infrastructure fund hit
some potholes. Its highest-profile
mandate, a $12.8 billion bid to oper-
ate the Pennsylvania Turnpike, col-
lapsed last year when it became
clear the state legislature wouldn’t
ratify the deal.

The fund’s troubles intensified
last autumn when it led a $2.5 billion
bid to run Chicago’s Midway airport.
The offer, which Mr. Froman signed
off on, raised eyebrows within Citi-
group and the industry because the
nearest rival had offered just under
$2 billion, people familiar with the
matter say. Citigroup officials at the
time justified the size of their bid on
the deal’s long-term financial pros-
pects, according to people familiar
with the matter.

Soon after Chicago accepted
Citigroup’s bid, markets world-
wide went into seizure. The fund’s
managers realized they wouldn’t
be able to drum up the money from
investors, people familiar with the
matter said. Citigroup walked
away from the deal and had to pay
a $126 million breakup fee, they
said.

Citigroup then made a push to
win a deal to operate London
Gatwick Airport. The bid was re-
jected but could be revived, people
familiar with Citigroup’s plans say.

—Daniel Michaels
contributed to this article.
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Citi’s latest snag: Froman’s funds

By Rick Carew

HONG KONG—China Invest-
ment Corp., the sovereign wealth
fund that invested more than $3 bil-
lion in Blackstone Group LP two
years ago, has agreed to buy a 40%
stake in China-focused alternative
asset-management firm Citic Capi-
tal Holdings Ltd. for an undisclosed
price, according to a letter sent by
Citic Capital to investors.

Citic Capital, a unit of Chinese
conglomerate Citic Group, manages
around $2 billion through a range of
alternative investment platforms,
including its flagship China buyout
fund series.

Beijing-based CIC, which man-

ages $200 billion in capital drawn
from China’s foreign-exchange re-
serves, is stepping up its deploy-
ment of funds as it seeks opportuni-
ties in the aftermath of last year’s fi-

nancial crisis. Last month, CIC pur-
chased a stake in BlackRock Inc. to
help the U.S. asset manager finance
its $13.5 billion acquisition of Bar-
clays Global Investors from Bar-
clays PLC. The size of that stake
wasn’t disclosed.

CIC’s recent activity also in-
cludes a $1.5 billion investment in
Canadian miner Teck Resources
Ltd. and a $35 million cornerstone
investment in Chinese building-ma-
terials producer BBMG Corp.’s Hong
Kong initial public offering.

Investing in Citic Capital allows
CIC to gain expertise in asset man-
agement, says Ludvig Nilsson, man-
aging partner of Jade Invest, a
fund-of-funds manager specializing
in China private-equity investments.

“As an investor in funds, you are a
client first, but owning a stake in the
management company creates a
stronger, more strategic relation-
ship,” he adds.

While the Blackstone and Black-
Rock investments provide expertise
on investing in Western markets,
the deal with Citic Capital appears
aimed at building out CIC’s know-
how in China-related investing.

Those China skills could
prove useful as CIC grows
to become a major corner-
stone investor for Chinese
IPOs in Hong Kong.

CiticCapitalhasbeen rais-
ingfunds for its second China
buyout fund. It raised $500
million for its first closing on
Citic Capital China Partners
II LP in February after raising
$425 million in 2006 for the
first fund in the series.

Set up in 2002 under
state-owned Citic, Citic Capital also
operates separate private-equity
funds that invest in Japanese and
U.S. companies looking for help en-
tering the China market.

Citic Capital said in the letter

that the shares being purchased in
the deal are new shares and that
none of the current shareholders
are selling their holdings.

“I firmly believe that CIC’s
strong backing, coupled with Citic

Group’s continuing sup-
port, will greatly enhance
our reputation as the buyer
of choice for high quality as-
sets in China,” Citic Capital
Chief Executive Zhang
Yichen said in the letter
sent to investors Friday.

CIC will receive board
representation in line with
its ownership stake. Citic
Capital’s major sharehold-
ers, Hong Kong-listed Citic
Pacific Ltd. and Citic Inter-

national Financial Holdings Ltd.,
are retaining their stakes in Citic
Capital. “Consistent with its usual
practice, CIC will not seek to influ-
ence the operations of the compa-
nies in which it invests,” Mr. Zhang
said in the letter.

Several firms have expressed an
interest in buying the management
of Bank of America Merrill Lynch’s
Asian real-estate investment busi-
ness, including the management of
its $4 billion Merrill Lynch Asian
Real Estate Opportunity Fund, peo-
ple involved in the discussions say.

Blackstone Group LP and Apollo

Investment Management LP have
separately expressed interest, these
people said. Japanese giant Sumit-
omo Mitsui Banking Corp., part of
Sumitomo Mitsui Financial Corp.,
and Red Fort Capital Advisors Pvt.
Ltd., a New Delhi private-equity
firm focused on real estate, are eye-
ing a joint bid, people familiar with
their plans said.

Representatives of Merrill
Lynch, Red Fort, Blackstone and
Sumitomo declined to comment. A
person close to Apollo says the firm
isn’t currently engaged in discus-
sions with Merrill about managing
the fund. An Apollo spokesman de-
clined to comment.

The talks are at an early stage,
and it is unclear what kind of price
parent Bank of America Corp. could
receive.

Amid uncertainty about its
merger with Bank of America and
the global market meltdown, Merrill

began looking for new management
for the fund and the $1 billion-plus in
Asian real-estate investments it had
invested in the years before it
launched the fund. Bank of America
made the decision to sell the manage-
ment of the Asian real-estate busi-
nesses after the U.S. goverment’s
stress tests earlier in the year. Timo-
thy J. Grady, who was managing the
fund, departed in March, accelerat-
ing the decision to sell.

The fund, which closed in October
after raising $2.65 billion, is currently
headed by Martin Seol, formerly the
fund’s chief administrative officer,
one person said. Total assets in debt
and equity equal about $4 billion.

The sale of the management of
the real-estate assets is expected to
close before the end of the year, one
person familiar with the matter said.
The buyer of the fund’s management
will re-brand the fund to reflect the
new owner, a second person said.

Merrill invested $700 million of
the $2.65 billion raised by the fund
and isn’t seeking to sell its stake, ac-
cording to people familiar with the
situation. Most of the fund, which is
fully invested, has been invested
South Korea, Japan, China and India.

Until the fund was launched
three years ago, Merrill’s invest-
ments in real-estate funds involved
only its own money.
 —Laura Santini in Hong Kong

and Yuka Hayashi in Tokyo
contributed to this article.

Merrill’s Asian business
drawing strong interest
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Buying mood
China Investment Corp. deals, 
selected major investments:

June 2007: Pays $3 billion for 
9.3% of Blackstone Group

December: Pays $5.58 billion for 
9.9% stake in Morgan Stanley

June 2009: Invests $1.2 billion 
more in Morgan Stanley, returning 
stake to 9.9% following dilution

July: Agrees to pay about $1.5 billion
for 17% of Canada's Teck Resources

July: Agrees to buy a 40% stake in 
Citic Capital Holdings 

Source: the companies

By Nesil Staney in Mumbai and
Nisha Gopalan in Hong Kong
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