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Fed Chairman Ben Bernanke, testifying before a congressional panel Tuesday, rejected assertions that
the central bank’s liquidity programs are stoking inflation. ‘I’m proud of the work we’ve done,’ he said.
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Bernanke offers crisis strategy
Fed chairman’s plan for U.S. economy includes anti-inflation steps, extends near-zero rates

By Ola Kinnander

STOCKHOLM—AB Volvo
posted its worst-ever quar-
terly net loss Tuesday as sales
dwindled in the wake of the
economic downturn, but the
truck maker said the drop in de-
mand now appears to have bot-
tomed out.

The world’s second-biggest
truck maker by sales after
Daimler AG posted a net loss of
5.57 billion Swedish kronor
($718.5 million) for the three
months ended June 30, com-
pared with a year-earlier net
profit of 5.13 billion kronor.

Volvo has now racked up a
total of 11.16 billion kronor in
net losses over the past three
quarters. The latest loss was
deepened by 3.2 billion kronor

in write-offs related to provi-
sions for credit losses, layoffs
and costs associated with an
agreement reached with the
United Auto Workers union for
retiree health-care benefits.

Revenue fell 33% to 53.96
billion kronor from 80.31 bil-
lion kronor.

The Göteborg, Sweden-
based company had a net order
intake of 26,624 trucks in the
second quarter—down 51%
from a year earlier, but up 32%
from the first quarter.

“We see that the decline in
demand has started to level off
and that the markets have sta-
bilized, even though it is still
difficult to predict the rest of
the year,” Volvo said.

The company, which makes
Please turn to page 31

By Tom Barkley

And Maya Jackson

Randall

WASHINGTON—Federal
Reserve Chairman Ben Ber-
nanke shed light Tuesday on
the tool kit the central bank
can employ to unwind its cri-
sis measures, but he made
clear to lawmakers that the
economy remained too weak
to start tightening mone-
tary policy.

The central-bank chair-
man also spent part of his
Capitol Hill hearing on de-
fense, with Republicans crit-
icizing the Fed and attack-
ing the Obama administra-
tion’s plans to make it a new
super-regulator of the finan-
cial system.

Mr. Bernanke reiterated
that despite recent improve-
ments in the economy and fi-
nancial markets, the federal-
funds rate would likely re-
main near zero for an ex-
tended period. But he also
laid out a number of other
steps the Fed could take to
tighten policy as needed to
head off a potential buildup in
inflation.

“In light of the substantial
economic slack and limited in-
flation pressures, monetary
policy remains focused on fos-
tering economic recovery,”
Mr. Bernanke told the House Fi-
nancial Services Committee.

“However, we also believe
that it is important to assure
the public and the markets
that the extraordinary policy
measures we have taken in re-
sponse to the financial crisis

and the recession can be with-
drawn in a smooth and timely
manner as needed, thereby
avoiding the risk that policy
stimulus could lead to a fu-
ture rise in inflation,” he said.

During the give-and-take
with lawmakers, Mr. Ber-
nanke rejected assertions
that the Fed’s liquidity pro-
grams were stoking inflation
and argued in favor of the Fed
keeping its consumer-protec-
tion role.

Mr. Bernanke also made
clear that he thought the
central bank could monitor
systemic risk while main-
taining its ability to protect
consumers.

“I’m proud of the work
we’ve done,” he told the
House panel.

Taking aim at pending leg-
islation that would subject
the Fed to greater oversight,
Mr. Bernanke warned that au-
dits by the Government Ac-
countability Office of mone-
tary policy would encroach
on the central bank’s indepen-
dence. That, in turn, could
stir up inflation challenges,
he said.

“We have to be extra care-
ful that the markets and the
public don’t think that Con-
gress is trying to influence
monetary-policy decisions,”
Mr. Bernanke said during tes-
timony.

Still, lawmakers were re-
luctant to accept the idea that
greater oversight would hurt
the Fed. Rep. Bill Posey (R.,
Fla.) said he didn’t think Con-

Lost work
Google is trying to bring
millions of out-of-print
books back to life. Page 15
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By Laurence Norman

LONDON—The U.K. gov-
ernment borrowed a net
£41.2 billion ($68.2 billion) in
the first quarter of the fiscal
year started in April, the high-
est total since records began
in 1946 and a sign of the reces-
sion’s erosive effect on gov-
ernment finances.

The U.K. government is
aiming to borrow £175 billion
in its current fiscal year, as
slumping demand and rising
unemployment in decades
cut into tax receipts and
boost welfare spending.

At £19.6 billion, the govern-
ment’s borrowing, net of the
debt it paid off, in its fiscal
first quarter was double the
amount it borrowed in last

year’s first quarter.
However, there were signs

that the rise in debt was mod-
erating in June. The govern-
ment borrowed a net £13 bil-
lion, up from £7.5 billion in
June 2008, although that was
below the £16 billion in red
ink economists were expect-
ing in a survey last week.

Despite rising welfare
costs linked to the recession,
the overall June rise in cen-
tral government expenditure
was held to 2.8% from a year
earlier.

Meanwhile, central gov-
ernment tax revenue fell by
5.7% on the year, a slower
pace than the year-to-year
tax revenue declines of 11%
posted in April and May and

Please turn to page 31

Rising U.K. debt

reflects downturn

Volvo is optimistic

despite record loss

Markets

Please turn to page 17

The EU is probing a British
firm’s claims of dumping
against Nuctech, a Chinese
company formerly headed by
the son of China’s president.
Separately, Namibia is looking
into corruption allegations in-
volving Nuctech. Page 2

n Faurecia forecast break-
even operating results for
the second half, signaling the
worst has passed for the
auto sector. Page 3

n Gazprom said it might de-
lay the development of its
Shtokman field if gas demand
remains depressed. Page 3

n Temasek’s CEO-designate
won’t take the reins after all.
Chip Goodyear is leaving as
a result of differences over
“strategic issues.” Page 3

n U.S. stocks rose only
slightly as financials and
technology firms lost some
of their momentum. Euro-
pean shares gained. Page 20

n CIT Group warned it could
still file for bankruptcy if a
tender offer for its outstand-
ing notes fails. Page 19

n Deutsche Bank fired two
executives following an inter-
nal probe of whether the
company spied on a board
member and others. Page 19

n Deutsche Asset Manage-
ment will transfer the man-
agement of its Asian equi-
ties mutual funds to a new
venture. Page 21

n U.S. Vice President Joe
Biden told the Ukrainian pres-
ident Viktor Yushchenko that
Washington supports Kiev’s
efforts to join NATO. Page 9

n Hermès posted a 12% gain
in revenue on strong de-
mand for its leather goods,
especially in Asia. Page 2

n Merck’s profit fell 12%
amid costs related to its
merger with fellow drug
maker Schering, whose earn-
ings rose 45%. Page 4

n J&J cut a deal that gives
it significant influence over
the future of U.S. biotech
company Biogen. Page 4

n The U.K. may cap the
amount that poor countries
are liable for to funds that
have bought their debt on
the cheap. Page 11

n The FSA warned banks
that guaranteeing bonuses
for more than one year falls
foul of the U.K. watchdog’s
proposed rule and guidelines
on remuneration. Page 21
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If you want an image
summing up Caterpillar’s
latest set of quarterly re-
sults, it is this: a big, half-
empty, lightly manned de-
pot. As a spectacular boom
has turned to bust, Caterpil-
lar is doing the sensible
thing and cutting excess ca-
pacity and inventories.

End-user demand has col-
lapsed. Caterpillar’s reve-
nue fell 41%, with some
product lines declining be-
tween 60% and 80% for new
equipment sales. That is
why the company is idling
factories and letting ware-
houses empty out invento-
ries.

On the surface, Caterpil-
lar beat the 22-cents-a-

share consensus earnings
estimate by 50 cents. But
accounting gains on shrink-
ing inventories, along with

a two-thirds drop in the ef-
fective tax rate to just 10%
and currency gains ac-
counted for four-fifths of
the outperformance, reck-
ons analyst Larry De Maria
at Sterne Agee & Co.

Caterpillar deserves
some plaudits, but these re-
sults hardly herald a sus-
tainable rebound. And while
the company raised 2009
earnings projections, it
trimmed the upper limit of
its revenue range.

There are no targets for
2010. Before Tuesday’s re-
lease, the highest earnings
estimate for its 2010 earn-
ings was 19 times the low-
est, according to data from
Thomson Reuters. As with

Caterpillar’s sales projec-
tions, that is a big gap.

The big uncertainty is
the top line. Retrenching
can’t offset slumping reve-
nue indefinitely.

This uncertainty about
the hotly anticipated “up-
turn” puts Tuesday’s initial
market enthusiasm about
Caterpillar’s results in per-
spective. Even though the
stock’s initial pop of 11%
faded a little by midafter-
noon, it still commands a
multiple of more than 26
times 2010 estimated earn-
ings. If only Caterpillar’s
products could count on
pricing power of that magni-
tude next year.
 —Liam Denning

Friends Provident Group
quickly rejected Resolution
Ltd.’s latest offer—and
rightly so. The U.K. life in-
surer says Resolution’s struc-
ture and incentive arrange-
ments make a deal impossi-
ble.

Under Resolution’s convo-
luted structure, Clive Cow-
dery and Chief Executive

John Tiner don’t sit on the
board of U.K.-listed Resolu-
tion Ltd., but are employed
by a privately owned vehicle
that receives an annual man-
agement fee from Resolu-
tion. Mr. Cowdery and his
cronies also own a third vehi-
cle, Resolution Capital,
which gets 10% of Resolution
Ltd.’s profit above a hurdle

rate on any investment.
This lack of accountability

is troubling. And sharehold-
ers are effectively required
to hand over a large chunk of
any recovery gains to Mr.
Cowdery and his team. With
a £10 million ($16.5 million)
minimum annual manage-
ment fee, that team would
take 8% of Friends’ consen-

sus forecast 2009 earnings,
based on Factset data.

Few dispute the case for
insurance consolidation. But
that isn’t what Resolution is
offering. Its proposal
amounts to little more than
opportunistic asset-shuf-
fling, for the benefit of Mr.
Cowdery and his team.
 —Sean Walters

Resolution’s convoluted structures deserve rejection

Meet hedgies’ new helpers
Hedge funds are enjoying

their best period in a de-
cade. One reason: Wall
Street firms are pulling back
from their own “propri-
etary” trading, meaning
there is less competition.

For years, hedge funds
grumbled that their biggest
rivals weren’t other funds,
but groups within banks ded-
icated to trading their firms’
own cash. These proprietary
trading desks usually fo-
cused on similar opportuni-
ties as hedgies but could
take on far higher leverage
to make their bets.

Even so, profits from this
kind of trading never re-
ceived a high multiple from
investors because they tend
to be volatile.

True, some on Wall
Street still see prop trading
as a key revenue source. In
the second quarter, Gold-
man Sachs reported blow-
out trading revenue, which
includes income from bets
with its own money.

But while the market re-
covery has helped banks gen-
erate trading revenues from
client business, prop teams
at firms including Deutsche
Bank, Credit Suisse, UBS
and Morgan Stanley have
been curtailed.

A prop unit at J.P. Mor-
gan Chase was disbanded;
its traders were assigned to
other trading desks and
given less cash to work with.

These sorts of changes
are making life easier for
hedgies. Take convertible-
bond arbitrage. It was once
popular for prop teams, but
they have pulled back from
the business. Convertible
bonds have also rallied. That
has allowed the likes of Cita-
del Group and other funds
focusing on converts to en-
joy gains averaging 29%
through June, according to
Hedge Fund Research.

Overall, hedge funds were
up about 10% in the first
half, their best period since
1999. Assets soared $100 bil-
lion in the second quarter to
$1.4 trillion, the first quar-
terly increase in a year.

Opportunities should con-
tinue for hedge funds. After
all, while banks may be
tempted to shift back to
prop activities as the volume
of equity and debt trading
slows, the last thing one of
these firms wants to tell a
regulator is that it suffered
a big loss from a risky trade.
 —Gregory Zuckerman

Financial Analysis and Commentary

Caterpillar digs for a rebound

Health care poses big test
U.S. lawmakers race
to pass legislation
as deadline looms

Senate kills funds for F-22 fighter, gives Obama a victory

Email: heard@wsj.com
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Digging a hole
Caterpillar’s quarterly revenue
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Pluses and minuses
U.S. House of Representatives estimates of how changes to health-insurance 
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By Greg Hitt

And Laura Meckler

WASHINGTON—As President
Barack Obama’s health-care push en-
ters a critical phase, senior Demo-
crats in the U.S. Congress are scram-
bling to keep their own party mem-
bers on board.

Democrats are considering scal-
ing back proposed taxes on the rich,
reconsidering taxing employer health
benefits, and possibly trimming the
total cost of the package to make sub-
sidies for the uninsured less generous
than advocates have sought.

The maneuvering comes as law-
makers race to meet the White
House’s goal of passing bills through
the House and Senate by early Au-
gust—a deadline that looks increas-
ingly likely to slip, at some political
cost to Mr. Obama’s plans for health
care and his broader agenda.

The White House isn’t backing off
its timetable, though it appears to be
showing some flexibility. “If there
are no deadlines, nothing gets done
in this town,” Mr. Obama said Mon-
day in an interview with PBS’ “The
NewsHour with Jim Lehrer.” But he
added: “If somebody comes to me
and says, it’s basically done; it’s go-
ing to spill over by a few days or a
week, you know, that’s different.”

Republicans, sensing new vul-
nerability in the popular presi-
dent, are stepping up their health-
care attacks. In a speech Monday,

Michael Steele, chairman of the Re-
publican National Committee, ac-
cused Mr. Obama of “conducting a
reckless experiment with our econ-
omy.” Conservatives have increas-
ingly portrayed the Democratic
plans as “rationing” by “bureau-
crats,” rhetoric that in the past un-
dermined public support for
health-care overhaul.

Concerns about high taxes and
big spending among centrist Dem-
ocrats—and the handful of moder-
ate Senate Republicans consider-
ing supporting a bill—have
stalled action in two key panels:
the House Energy and Commerce
Committee and the Senate Fi-
nance Committee. Both commit-
tees need to show some progress
in the next few days if Congress
has any chance of meeting Mr.
Obama’s deadline.

By August Cole

Defense Secretary Robert Gates
won a key victory in his campaign to
overhaul weapons spending as the
Senate voted Tuesday to support one
of the most contentious cutbacks the
Obama administration has pro-
posed.

In a 58 to 40 vote, the Senate ap-
proved an amendment that would re-
move the $1.75 billion that the
Armed Services Committee added to
its version of the 2010 Pentagon bud-
get to buy seven more F-22 Raptor
fighters for the Air Force. The F-22,

made by Lockheed Martin Corp.,
was designed for Cold War-type bat-
tles and is widely regarded today as
the world’s most maneuverable and
lethal fighter.

Mr. Gates believes the jets are of
limited use and not suited to the
kinds of warfare experienced in Iraq
and Afghanistan. He says the Air
Force doesn’t need any more of the
jets than the 187 it already has or-
dered.

The vote was a milestone for the
White House in its drive to tame de-
fense spending and for Mr. Gates’s ef-
forts to rebalance the American mili-

tary, efforts that had looked to be on
shaky ground in recent days as sup-
port for continuing production of the
F-22 Raptor appeared to be growing.

Immediately after the midday
vote, President Barack Obama said
during a White House Rose Garden
press conference that buying more
F-22s would take money away from
more urgent wartime needs. “At a
time when we’re fighting two wars
and facing a serious deficit, this
would have been an inexcusable
waste of money,” said Mr. Obama.

Lawmakers such as Sen. Saxby
Chambliss (R., Ga.) are seeking to

keep production alive and want to buy
additional planes for the Pentagon.
Mr. Chambliss was behind the effort
that added the additional $1.75 billion
for the new planes. Senate Armed Ser-
vices Committee Chairman Sen. Carl
Levin (D., Mich.) and Sen. John
McCain (R., Ariz.) wrote the amend-
ment that killed the funding.

Despite the White House’s deter-
mination to end the F-22 program,
some prominent Democrats voted to
keep funding for the planes, without
which the Marietta, Ga., production
line would shut down. Among the
Democratic supporters for more

F-22s were California Sens. Diane
Feinstein and Barbara Boxer, as well
as Hawaii Sen. Daniel Inouye, chair-
man of the Senate Appropriations
Committee.

Connecticut Democrat Chris
Dodd vowed to keep fighting for
more F-22s. “We may not have pre-
vailed in this round, but we are not
out—not by a long shot,” he said in a
statement.

In the House, lawmakers are work-
ing to add hundreds of millions of dol-
lars to the Pentagon budget as a sort
of down payment on additional
planes.
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Chinese firm investigated
EU, Namibia probe
actions by company
linked to leader’s son

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

Strong demand for Hermès leather goods helped push quarterly sales sharply
higher for the luxury house. Models displayed its fashions at a Paris show in June.

Authorities in Africa and Europe
opened separate investigations into
allegations of wrongdoing involving
a company connected to Chinese
President Hu Jintao’s son, a poten-
tially embarrassing development
for the leadership in Beijing.

Officials in Namibia are investi-
gating corruption allegations in a
deal involving state-owned Chinese
company Nuctech Co. President
Hu’s son, Hu Haifeng, is a former
president of Nuctech and now the
Communist Party secretary of its
parent company, Tsinghua Hold-
ings Co., according to the parent
company’s Web site.

Three people, including a Chi-
nese citizen identified in court docu-
ments as Nuctech’s Africa represen-
tative, have been arrested as Namib-
ia’s Anti-Corruption Commission
looks into a payment made by
Nuctech to a local consulting com-

pany after the Chinese firm, which
sells security inspection systems,
won a deal to supply scanners for
Namibia’s ports and airports. Hu
Haifeng isn’t a suspect in the case,
the commission said.

Phone calls to Nuctech and Tsing-
hua Holdings weren’t answered
Tuesday. China’s Foreign Ministry
didn’t respond to a request for com-
ment.

Meanwhile, the European Union
is investigating whether Nuctech en-
gaged in unfair trade in its sales of
X-ray scanners in Europe, following
a complaint the company was sell-
ing the products at abnormally low
prices. There is no indication Hu
Haifeng was aware of pricing of
Nuctech products.

The EU and Namibia cases don’t
appear to be related.

Hu Haifeng’s connection to any
public scandal could prove embar-
rassing to the Communist Party and
President Hu’s administration,
which has waged a high-profile cam-
paign against corruption at home.

Relatives of China’s top leaders
generally keep an extremely low pro-
file. It isn’t clear when the younger
Mr. Hu, who is believed to be in his
late 30s, left his position at Nuctech.

Namibian investigators say that
after the Namibian government
signed a $54 million deal with
Nuctech for scanners and made a
$12 million down payment, Nuctech
paid $12 million to a local consul-
tancy, Teko Trading.

“It goes to corruption if these peo-
ple were given this money in order to
influence the authorities to give a
contract to this company,” said Pau-
lus Noa, director of the Namibia Anti-
Corruption Commission.

He said the commission has
handed over information to prosecu-
tors to help them determine
whether they should proceed with
the case.

Meanwhile, police have already
arrested Teko’s co-owners and the
person identified as a Nuctech em-

ployee. The three have each been
charged with fraud, bribery and fail-
ing to report a corrupt transaction.
They were expected to appear in
court Wednesday. Their lawyers
couldn’t be reached to comment.

Beijing has been on high alert for
potential political distractions in a
year full of sensitive political dates,
most notably the 60th anniversary
of the establishment of Communist
Party rule on Oct. 1.

In a sign of the sensitivity of the
case, Chinese-language versions of
foreign news reports about Nuctech
that had been posted in recent days
on at least two Chinese Web sites
were later removed. Efforts to
search for “Hu Haifeng” or
“Nuctech” on Baidu.com, China’s
most popular Internet search en-
gine, returned a message saying:
“The results of your search may not
comply with relevant laws, regula-
tions and policies.”

In the other case linked to
Nuctech, the European Commission
said it began an investigation in
March, prompted by “dumping” alle-
gations by a U.K. competitor of
Nuctech, Smiths Detection Group
Ltd. The commission’s initiating doc-
ument for the probe says it involves
“significant” dumping margins on
sales of the machines, which X-ray
trucks and shipping containers.

The commission calculates
dumping margins by comparing
what it calls “normal” prices for a
product—defined in this case as the
price at which it sells in the
U.S.—with the price at which it is ex-
ported to the EU.

Smiths produces 80% of all cargo
scanners made in the EU, a Œ200 mil-
lion ($284 million) market, but has
been losing market share to Nuctech
recently, according to the commis-
sion’s case-initiation document.

The commission has 15 months
from March to complete its investi-
gation, but in the meantime can im-
pose provisional penalties, such as
increased tariffs.

By Max Colchester

And Mimosa Spencer

French luxury house Hermès In-
ternational SA posted strong sales
for the second quarter, raising
hopes that global demand for pricey
clothes and bags could increase.

Hermès, known for its silk
scarves and leather handbags, said
sales rose to Œ446.6 million ($635.3
million) in the three months ended
June 30, up 12% from the same pe-
riod last year. The company said it is
on track to hit a target of flat sales
this year, compared with 2008.

Hermès didn’t break out profits
for the quarter.

“If you had told me last year that
we would have flat sales in 2009, I
would have kissed you on both
cheeks,” said Hermès Chief Execu-
tive Patrick Thomas in an interview.

As recession took hold in rich
countries and consumer demand
sagged, 2009 looked set to be a
rocky year for the luxury industry.
Consultant Bain & Co. forecast in a
June report that the global luxury-
goods market would shrink 10% this
year.

However as major fashion com-
panies LVMH Moët Hennessy Louis
Vuitton SA and PPR SA prepare to
present their results next week, ana-
lysts say the worst of the crisis
could be over. Luca Solca, an analyst
at Sanford C. Bernstein, says he ex-
pects LVMH’s Louis Vuitton and
PPR’s Gucci brands to report “simi-
lar trends” to Hermès.

“There are early signs that the
market could be rebounding,” he

said.
Still, Hermès isn’t an industry

bellwether. A large part of the com-
pany’s sales comes from its leather
goods and saddlery division. Its wal-
lets and popular Kelly and Birkin
handbags so far have resisted the cri-
sis better than so-called hard luxury
products, such as high-priced
watches and jewelry.

The leather-goods division re-
ported a 33% rise in sales to Œ228
million during the quarter. Part of
the reason for that rise was double-
digit percentage growth in Asia, ex-
cluding Japan. The luxury-goods
market in China, in particular, is
growing.

The company said that it would
continue its expansion in Asia and
the Americas, opening five new
stores in the second half of 2009.

However, the brand’s watch and
tableware businesses, some of
which isn’t sold in Hermès’s own
stores, continued to suffer as inde-
pendent stores held back on order-
ing new stock. Hermes announced a
11% fall in watch sales compared
with the same period last year. Mr.
Thomas predicted that 2009 would
be “horrible” for this division.

Overall sales for the quarter
were up 13.5% in the Americas but
fell 6.9% in Europe, excluding
France. Sales in Asia-Pacific, exclud-
ing Japan, increased 36.7%.

Despite Hermès’s results Mr.
Thomas remained cautious. He
noted that a spread of the H1N1
swine flu could have a negative ef-
fect on sales as tourists curtail travel
and spend less in foreign countries.

Hermès revenue up 12%
as handbag sales thrive
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LEADING THE NEWS

Georgian President Mikheil
Saakashvili said his country's hopes
of joining NATO are “almost dead.
It’s tragic. If they manage to kill
NATO [Georgia’s hopes of joining
the alliance], it means the Russians
fought for the right reasons.” A page-
one article Monday on Mr. Saakash-
vili's interview with The Wall Street
Journal incorrectly shortened Mr.
Saakashvili's comments.

By Gordon Fairclough
in Shanghai, Sarah Childress
in Nairobi, Kenya, and Marc
Champion in Brussels
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the 12% decline posted in March.
Howard Archer, chief U.K. and Eu-

ropean economist at IHS Global In-
sight, said June’s lower-than-fore-
cast deficit and the current signs
that the economy may be stabilizing
could give Chancellor of the Exche-
quer Alistair Darling hope that U.K.
borrowing won’t exceed the £175 bil-
lion estimate.

“Nevertheless, the smaller-than-
feared June deficits do not mask the
fact that the public finances are in
dire straits” and that “further major
fiscal-tightening measures will
have to be introduced to get the pub-
lic finances back to a sustainable
state over the long term,” said Mr.
Archer.

Public-sector net debt, which in-
clude the liabilities of British banks
Royal Bank of Scotland Group PLC,
Lloyds Banking Group, Northern
Rock and Bradford & Bingley, stood
at a record 56.6% of gross domestic
product, up from 4.4% a year earlier.

Excluding the financial support
the government has given the
banks, net debt to GDP stood at
46.6%, up from 38.3% in June 2008.

Lagging behind badly in the polls
ahead of the next planned general
election, which must be held by
June, Prime Minister Gordon Brown
has drawn skepticism when insisting
he has no plans to shore up deficits
by cutting spending in real terms.

The likelihood of a feeble eco-
nomic recovery in the U.K. makes it
all the more essential for there to be
a sterner plan to deal with the deteri-
oration in public finances, an eco-
nomic think tank said Tuesday.

“Current government plans to re-
duce the debt burden rely too
heavily on optimistic GDP growth
forecasts and tax revenue buoy-
ancy,” the National Institute of Eco-
nomic and Social Research said.

It said it expects U.K. gross do-
mestic product to contract 4.3% this
year and a 1% increase in GDP next
year and 3.5% the year after. The in-
stitute said the economic recovery

would be weak because consumer
spending, housing investment and
business capital spending will con-
tinue to fall in 2010, albeit by less
than this year. Those predictions
are more pessimistic that those of
the Brown government, which, in its
April budget, forecast a drop in GDP
of 3.5% this year followed by growth
of 1.25% next year and 3.5% the fol-
lowing year.

Charles Davis, economist at the
Center for Economics and Business
Research, said that with tax receipts
from the financial sector and prop-
erty transactions unlikely to re-
cover to prerecession levels any-
time soon, spending cuts seem hard
to avoid. “In the next Parliament we
think that spending cuts of the or-
der of £80 billion in real terms will
be needed. … Some tough decisions
will be unavoidable for the next gov-
ernment,” he said.

In May, Standard & Poor’s low-
ered the outlook for the U.K. govern-
ment’s triple-A debt to negative
from stable—meaning there is a
one-in-three chance of a rating
downgrade—on the risk that the
U.K.’s debt levels could become un-
sustainable.

But the head of the U.K. Debt
Management Office, Robert Sthee-
man, said Tuesday it would proba-
bly take several downgrades to curb
international appetite for U.K. gov-
ernment debt, known as gilts.

“I’m not trying to sound compla-
cent about it, but I generally don’t
think it would,” said Mr. Stheeman
when asked on BBC Radio’s Today
program whether a ratings-agency
downgrade could curb demand for
gilts. The DMO confirmed the com-
ments later in the day.

The DMO is selling a record £220
billion of gilts in the 2009-10 finan-
cial year. It estimates that one-third
of its bonds are held by overseas in-
vestors. A U.K. Treasury spokesman
said the June numbers are “in line
with our budget forecasts.”
 —Natasha Brereton

and Nicholas Winning
contributed to this article.

Continued from first page

U.K. public-sector net borrowing  
as a percentage of GDP

U.K. public-sector net debt 
as a percentage of GDP

Note: Fiscal year ends March 31                          Source: U.K. Office for National Statistics
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Volvo is optimistic despite record loss

U.K. debt reflects downturn

Italian growth delayed
Central bank chief
says economic level
of ’07 is four years off

Hong Kong CPI fell 0.9% in June

FROM PAGE ONE

Leif Johansson,
Volvo’s CEO, in
Stockholm Tuesday.

By James Glynn

And Sam Holmes

SYDNEY—The board of the Re-
serve Bank of Australia said interest-
rate cuts and government stimulus
over the past year have been effec-
tive in supporting the economy, but
there remains scope for further eas-
ing if conditions worsen.

The increasingly optimistic out-
look from the central bank has helped
market participants and analysts
pare back expectations for more rate
cuts, with some even calling for rate
increases in the foreseeable future.

“Members observed that the

early and substantial easing of mone-
tary and fiscal policy had been effec-
tive in supporting demand, which, if
anything, had been more resilient
than expected,” minutes of the RBA
board’s July 7 policy meeting said.

“The full effects of policy mea-
sures would still be coming through
for some time. ... The current infla-
tion outlook afforded scope for
some further easing of monetary
policy, if that were to be needed to
give further support to demand at a
later stage,” the minutes added.

Treasurer Wayne Swan said the
government is committed to deliver-
ing its fiscal-stimulus program in full.

Australian central bank upbeat

By Christopher Emsden

ROME—Italy’s economy will
take four years to grow back to its
2007 size, and public debt and defi-
cits will grow perilously over the pe-
riod, said Bank of Italy Governor
Mario Draghi.

Mr. Draghi, who also sits on the
European Central Bank’s Governing
Council, said he expected the Italian
economy to grow next year, spurred
by a global recovery.

Mr. Draghi was speaking to a Sen-
ate committee on the government’s
latest three-year economic and bud-
get blueprint, known as the DPEF.
The DPEF forecasts that gross do-
mestic product will contract more
than 5% this year and that the bud-
get deficit will rise to more than 5%
of GDP.

Higher public spending is inevita-
ble in such a recession, Mr. Draghi
said. But he said Italy would run a
primary deficit—budget spending
before considering interest pay-

ments on the public debt—for the
first time in 18 years in 2009.

Italy should consider supporting
its industrial sector, which includes
many small and midsize firms, a “pri-
ority,” as their collapse would per-
manently lower Italy’s potential
growth, Mr. Draghi said.

Sweeping structural overhauls
will be needed to generate funding
for the deficits to come, he said.

Italy’s public debt is expected to
rise sharply, then decline to 115% of
GDP in 2013, according to the DPEF.
That is close to the levels of the
early 1990s, when Italy whittled
down its public debt by embarking
on Europe’s largest privatization
campaign.

Sales of state assets from 1995 to
2004 helped knock down Italy’s pub-
lic-debt level by 11 percentage
points of GDP, but “there were no ac-
companying structural interven-
tions on current spending trends to
put public debt on a sustainable and
declining path,” Mr. Draghi said.

Starting next year, Italy will have
to cut its budget deficit by one per-
centage point of GDP each year, Mr.
Draghi said. The figure will rise to
3% of GDP a year in 2013 if social pro-
grams aren’t cut, he added.

Mr. Draghi also urged a crack-
down on tax evasion.

ECB President Jean-Claude
Trichet said earlier this month that
euro-zone members with large pub-
lic debt would have to accelerate
their budget-deficit reduction plans
beyond the pace set forth in the Sta-
bility and Growth Pact in the wake
of the current recession.

Istat, the Italian government sta-
tistics agency, estimates that
around 16% of Italian GDP takes
place in the untaxed informal sector.
Others, including the Organization
for Economic Cooperation and De-
velopment, have higher estimates.

The Finance Ministry said last
week that 80% of Italians declared
annual gross income in 2007 below
Œ26,000 ($36,990). That left 12% of
the population to pay more than two-
thirds of the income-tax bill.

Mr. Draghi said revenue from
value-added tax fell 1.5% last year
even though household consump-
tion, which he said was the best
proxy for sales-tax trends, rose
2.3%.

VAT revenue fell 10.2% in the
first quarter from the year-earlier
period, even though consumption
declined just 2.6%, he added.

Taxes on full-time employees,
who are subject to withholding
taxes, declined just 0.9% in the first
quarter, Mr. Draghi said.

By Jeremy Yau

And Jeffrey Ng

HONG KONG—Hong Kong’s con-
sumer-price index fell for the first
time in nearly five years in June,
hurt by government subsidies on
utility charges, official data showed.

Economists said prices are likely
to continue falling due to the weak
economy, but they don’t expect big
declines because of a rebound in pri-
vate property rents and abundant li-
quidity in the local equities market.

The Census and Statistics Depart-
ment said Hong Kong’s composite
CPI fell 0.9% in June from a year ear-

lier. It was flat in May.
Hong Kong’s CPI last fell in Au-

gust 2004, when it dropped 0.1%, as
the city was recovering from the se-
vere acute respiratory syndrome
pandemic.

The government said one-off sub-
sidies on electricity charges were be-
hind June’s fall. Without the effects
of the relief measures, CPI rose
0.4%.

The subsidies on utilities are
part of an 87.6 billion Hong Kong dol-
lar (US$11.3 billion) government pro-
gram aimed at stimulating the local
economy during the financial crisis.
The package accounts for 5.2% of

the city’s gross domestic product.
Hong Kong’s composite CPI in

the first half rose 0.8% from a year
earlier, the government said.

Still, economists don’t expect
Hong Kong to move into deflation
mode. “With all the monetary eas-
ing around the world there is too
much money in the market,” said
Irina Fan, senior economist at Hang
Seng Bank. “So people are more wor-
ried about inflation down the road
rather than deflation, even though
the world isn’t yet out of recession.”

The government estimates Hong
Kong’s CPI will rise 1% this year,
down from 2008’s 4.3% increase.

trucks under the Mack, Renault and
Nissan Diesel brands as well as its
own name, maintained its forecast
for the heavy-truck industry. It ex-
pects demand in Europe this year will
be “at least halved” from last year,
and that North American demand
will fall between 30% and 40%.

Perhaps the most positive sign

was that Volvo improved cash flow at
its industrial operations to a negative
2.9 billion kronor from a negative 15.7
billion kronor in the first quarter,
said Evli Bank analyst Michael Ander-
sson in Stockholm. When a compa-
ny’s cash flow is negative, it is spend-
ing more money than it is bringing in.

Volvo said its focus now is continu-
ing to cut costs, an effort it began

quickly after demand fell sharply in
the autumn. Since then it has given
notice to 20,385 employees, tempo-
rary workers and consultants. About
15,600 people have so far left the com-
pany. It had 94,292 employees at the
end of June.

AB Volvo isn’t affiliated with
Volvo cars, having sold that division
to U.S.-based Ford Motor Co. in 1999.

Continued from first page
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Faurecia’s outlook signals
worst over for auto industry

CEO-to-be quits Temasek
Singapore fund
blames differences
over ‘strategic issues’

By Peter Stein

And Costas Paris

Plans for a foreigner to run Sin-
gapore’s Temasek Holdings Pte. Ltd.
for the first time fell apart as the
state-owned investment firm said
Charles “Chip” W. Goodyear won’t
become chief executive after all.

The unexpected departure of Mr.
Goodyear, formerly chief executive
of BHP Billiton Ltd., is likely to raise
questions about Temasek’s direc-
tion and its willingness to embrace
change as it seeks to raise profes-
sional standards. Ho Ching, the
56-year-old current CEO who had
planned to step down, will remain
until a new successor is named.

In a statement, Temasek blamed
the decision on “differences regard-
ing certain strategic issues.” The
board and Mr. Goodyear, a 51-year-
old American, agreed to terminate
the transition process and his role
as CEO-designate and board mem-
ber effective Aug. 15, it said. He was
to have become CEO on Oct. 1.

Mr. Goodyear couldn’t be reached
for comment. A Temasek spokesper-
son said he was on vacation.

A major player on the interna-
tional investment scene, Temasek
manages a portfolio with about 185
billion Singapore dollars

(US$128.36 billion), and is one of the
world’s most experienced sovereign-
wealth funds.

At an internal briefing Tuesday
afternoon, Temasek Chairman S
Dhanabalan told employees that Mr.
Goodyear initiated the decision to
leave, according to someone
present. During a question-and-an-
swer session, those who attended
the meeting were largely silent.

Already, some of Mr. Goodyear’s
initiatives to bring about change
had met with a poor reception. His
proposals for the firm’s new strate-
gic direction were considered too
risky by some, a person familiar
with the situation said.

In addition, this person said Mr.
Goodyear planned changes in senior
management that weren’t well re-
ceived by Temasek’s board.

Temasek had named Mr. Good-
year in February as the successor to
Ms. Ho, who is married to Singapore
Prime Minister Lee Hsien Loong.

His appointment was hailed as a
move that would inject fresh blood
into Temasek, a company set up in
1974 as a vehicle to hold govern-
ment investments and assets, includ-
ing major stakes in some of the city-
state’s more prominent businesses.

Aside from his experience at BHP
Billiton, Mr. Goodyear was chief finan-
cial officer at Freeport McMoRan
Inc., a copper-and-gold producer.
Some speculated he might help Te-
masek make inroads into commodity-
related investments at a time when
rising demand from China is present-
ing opportunities in that sector.

At the time of his appointment,
Ms. Ho noted that “Chip has capabili-
ties that I don’t have.”

The trim, silver-haired Mr. Good-
year brought a more worldly back-
ground to Temasek than Ms. Ho,
whose career has been based in Sin-
gapore, where she began work at the
Ministry of Defense and took over as
Temasek’s CEO in 2004.

As CEO-designate, Mr. Goodyear
pushed to instill a tighter sense of
discipline within the company, say
people at Temasek. People who
didn’t show up on time for internal
meetings were fined for each
minute they were late, they say. Typ-
ing messages on BlackBerrys during
meetings was prohibited. Attendees
at meetings were pressed to defend
their positions on investments in
front of their peers, something few
were used to doing.

Temasek’s chairman says the firm
hopes to build on some of Mr. Good-
year’s “process initiatives” even af-
ter the CEO-designate’s departure.

The past year has been a difficult
one for Temasek. Earlier this year, it
came under pressure at home over big
losses from its investments in West-
ern banks. Shortlyafter the announce-
ment of Mr. Goodyear’s appointment,
Singapore’s government disclosed
that the value of Temasek’s invest-
ment portfolio fell 31% in the eight
months that ended in November, a
drop of 58 billion Singapore dollars.

Temasek sold out of its invest-
ments in Bank of America Corp. and
Barclays PLC at the end of last year
and the beginning of this year, before

a rally in global markets that would
have recouped some of the compa-
ny’s losses. Temasek defended its de-
cisions, saying the nature of its in-
vestment in Merrill Lynch fundamen-
tally changed after the sale to Bank of
America, and the global investment
environment also was different from
when it first entered its deals.

Mr. Goodyear’s experience at Te-
masek will raise doubts about

whether another foreigner will be
welcome in the top job at Temasek.

In response to whether Temasek
would consider other foreigners for
the job, Mr. Dhanabalan said in a
statement that “Temasek should be
helmed by the best person for the
job,” and noted that the company
would continue with its succession
planning. —Se Young Lee

contributed to this article.

LEADING THE NEWS

December 2008 – January 2009: 
Most of Temasek's roughly 2% stake 
in Barclays sold for a total loss of 
about $850 million

First quarter 2009: A 3.8% stake in 
Merrill Lynch & Co., now part of Bank 
of America, sold for a loss of about 
$4.6 billion 

Feb. 6, 2009: Temasek announces 
that Charles Goodyear, a former BHP 

Billiton CEO and a former associate 
at Kidder Peabody, will succeed Ho 
Ching as CEO on October 1, 2009

Feb. 10: The Singapore government 
said that Temasek’s portfolio shrank 
31% to S$127 billion in the eight 
months to November 2008

July 21: Temasek announces 
Goodyear won't take over as CEO
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Ho Ching, left, with announced-successor Charles Goodyear at a news 
conference in February 2009

In, then out | Key events in Temasek’s recent history

Source: WSJ reporting

By David Pearson

PARIS—French car-parts maker
Faurecia SA said Tuesday it expects
to break even on an operating basis
in the second half, despite a sharply
wider first-half loss, and signaled
that the worst of the automobile in-
dustry’s slump was over.

Faurecia, which is 71%-owned by
French auto maker PSA Peugeot-Cit-
roën SA, is one of the first European
companies in the auto sector to re-
port first-half results, and is often
viewed as a bellwether for its parent
company, as well as for the broader
European automotive industry.

The company’s first-half loss
swelled to Œ364.6 million ($518.7
million) from a Œ22.2 million loss a
year earlier. Revenue dropped 34%
to Œ4.38 billion from Œ6.6 billion, re-
flecting a 34% drop in automobile
production in Europe and a 52%
plunge in North America.

A Œ406 million reduction in costs
damped the impact of the industry
downturn by about 60%, said Faure-
cia, which raised its target for full-
year cost cuts to Œ700 million from
Œ600 million.

Even though the company ex-
pects its second-half sales to drop
10% in Europe and 35% in North
America, it was optimistic in its out-
look for the rest of the year. Faurecia
said its second-quarter operating
loss narrowed to Œ27.6 million from
Œ160 million in the first quarter.

“It’s a bit too soon to say that we’ll
be in positive territory” on an opera-
tionalbasisinthesecondhalf,ChiefEx-
ecutive Yann Delabrière said in an in-
terview with French radio station
BFM.

However, Mr. Delabrière warned
that, in value terms, the outlook was
less favorable, as car makers were
producing more smaller and
cheaper cars with fewer extras.

MOSCOW—Russia’s OAO Gaz-
prom said Tuesday it may delay de-
velopment of the giant Shtokman
gas-condensate field if demand for
gas remains depressed.

The state-controlled company
said last month it would postpone
the launch of another major field, Bo-
vanenkovo, on the remote Yamal
peninsula, as the global recession
cuts demand for its natural gas in
Russia and Europe.

In the first phase of development,
Gazprom had originally planned for
Shtokman to produce 23.7 billion cu-

bic meters of natural gas a year start-
ing in 2013 and up to 7.5 million met-
ric tons of liquefied natural gas, or
LNG, a year starting in 2014.

“This timeline may be revised ac-
cordingly to reflect natural gas mar-
ket conditions,” the company said in
the eurobond memorandum Tuesday.

Gazprom’s European exports
fell by almost a third in the first half
of the year to 60.4 billion cubic
meters from 89.1 billion a year ear-
lier, amid high gas prices and falling
demand, the company said in the
memorandum.

Gazprom may delay gas project
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Barnes & Noble enters the e-book arena
With 700,000 titles,
multiple platforms,
chain takes on Kindle

By Jeffrey A. Trachtenberg

And Geoffrey A. Fowler

The battle to determine the fu-
ture of electronic-book retailing
took a new turn Monday when
Barnes & Noble Inc., America’s larg-
est bookstore chain, opened an on-
line e-bookstore with more than
700,000 titles and said it has struck
a partnership with a company devel-
oping a possible competitor to Ama-
zon.com’s Kindle e-book reader.

Barnes & Noble said that its se-
lection includes more than 500,000
free public domain books from Goo-
gle Inc., and that it expects to be
able to offer more than one million
titles within a year. It also an-
nounced a strategic partnership
with Plastic Logic, maker of an elec-
tronic reading device focused on
the business market due early next
year.

The Barnes & Noble push is the
latest effort by electronics and re-
tail companies to stake a claim in
the nascent market for e-books.
Publishers are placing hopes in the
transition to digital books to re-
vive the stalled books industry,
but are also wary to dive into a
technology that destroyed a once-
profitable business model for mu-
sic labels. Many electronics compa-
nies see digital reading as an op-
portunity to buck the recession by
selling a new generation of devices
designed specifically to read
books, newspapers and other docu-
ments.

While Sony Corp. and Amazon
have placed dedicated e-reading de-
vices at the center of their strate-
gies, Barnes & Noble is taking a
broader e-commerce approach, set-

ting itself up as a store for elec-
tronic reading on a variety of de-
vices, including Apple Inc.’s
iPhone, BlackBerry smartphones
and most Windows and Mac com-
puters. Barnes & Noble’s move also
doesn’t rule out the company even-
tually coming out with its own
e-reading device.

The store launch wasn’t entirely
unexpected: Barnes & Noble ac-
quired Fictionwise, a retailer of
electronic books, for $15.7 million
in March. Google already has a simi-
lar partnership with Sony to offer
free access to about 500,000 books
to users of its Sony Reader devices.

The move comes at a critical
juncture for Barnes & Noble, which
is grappling with a significant chal-
lenge from dominant online book-
seller Amazon. Amazon revived the
e-book market in 2007 with the
launch of its Kindle e-book reading
device.

“What we launched today is a
commitment to assemble one of
the world’s largest digital catalogs
and to offer e-books on any device
they choose if it’s available,” said
William J. Lynch, Jr., who was
named president of the retailer’s
online business, Barnes & Noble.
com, in early January. “We see
e-books as additive for the publish-
ing industry. The question is how
much, and we don’t yet know that.”

Mr. Lynch said the crucial ele-
ment driving the e-book business is
convenience. The ability to get al-
most any title, at any time, has
made e-book sales one of the few
hot areas in publishing these days.
Although the e-book market is fast
growing, its exact size is unclear,
with some in publishing currently
estimating it at $75 million to $100
million in sales out of a total $24 bil-
lion industry.

Barnes & Noble’s new store
could help the company bridge the
gap between its physical book
stores and online media sales.

Some retailers have introduced dig-
ital download kiosks inside stores,
but Barnes & Noble will be able to
offer software for advanced cell-
phones that allows customers to
take a photo of a book they want to
buy digitally, and then automati-
cally download and buy that
e-book. “It makes use of B&N’s big-
gest asset, the brick-and-mortar
store.” said Sarah Rotman Epps, an
analyst with Forrester Research,
Inc.

While Barnes & Noble’s store
does introduce a new player in the
market, it isn’t likely to immedi-
ately hurt e-book sales by Amazon,
which offers about 300,000
e-books in its Kindle store. “Barnes
& Noble will see growth in e-books
because the category overall is
growing—but not because they are
stealing market share from Ama-
zon,” said Ms. Epps.

An Amazon spokesman de-
clined to comment, and the com-
pany hasn’t said how many Kindles
or e-books it has sold. Sandeep Ag-
garwal, an analyst at Collins Stew-
art, estimates that Amazon’s Kin-
dle will generate revenue of $310

million this year, and revenue of $2
billion by 2012.

Amazon also hasn’t completely
closed the door on setting itself up
as a wider e-book store to serve a
variety of reading devices.

Earlier this year, Amazon un-
veiled a program that allows Kindle
titles to be read on Apple’s iPhone.

And the company’s chief execu-
tive, Jeff Bezos, said at a confer-
ence in June that he considers the
Kindle device and Kindle e-book
store separate businesses, and
wants to build them both up.

Plastic Logic, based in Moun-
tain View, Calif., is targeting its
e-book reader for the business audi-
ence, with features including a
large screen, a touch interface and
wireless access.

The company has developed
partnerships with newspaper pub-
lishers including Pearson PLC’s Fi-
nancial Times and Gannett Co.’s
USA Today.

Plastic Logic hasn’t announced
how much it will charge for the de-
vice, or where it will be sold. It is
taking the unusual step in the elec-
tronics industry of building its own

factory in Germany and has yet to
bring a product to market, or even
to public trial.

Daren Benzi, Plastic Logic’s vice
president of business develop-
ment, said that while Barnes & No-
ble would power his device’s
e-book store, the specifics of what
that store will sell and how custom-
ers will use it have yet to be an-
nounced.

“It allows us to have a more vi-
brant platform, but we haven’t
made a final decision on what con-
tent we will have on display in our
store,” he said.

“Barnes & Noble is aggressively
acquiring rights to content, which
could be of use to us if we choose.”

The e-book business has a
mixed history. Although publishers
had high hopes for the e-book mar-
ket a decade ago, the lack of a conve-
nient, easy-to-use device that
could liberate the reading experi-
ence from computer screens hin-
dered sales. There was also a pau-
city of titles, and publishers had
only limited means of connecting
with readers. Amazon’s Kindle ad-
dressed those issues.

But even as publishers have wel-
comed the additional revenue gen-
erated by the Kindle, they have
grown increasingly worried about
Amazon’s pricing strategy of offer-
ing the industry’s most successful
titles, its best-sellers, at $9.99.

Many publishers are concerned
that the price will result in pres-
sure to reduce their wholesale
prices.

Some quickly welcomed the
move by Barnes & Noble.

“We want to see e-books emerge
as much more than 1%-or-2% of the
business, and this will help us do
that,” said Brian Murray, CEO of
News Corp.’s HarperCollins Pub-
lishers. “The added competition
will help build the business.”
(News Corp. also owns Wall Street
Journal publisher Dow Jones.)

By David Armstrong

A top surgeon at the University of
California at Los Angeles has lost his
position as executive director of its
spine center and faces an investiga-
tionbytheschool intohis researchaf-
ter allegedly failing to disclose he
was being paid by several companies
whose products he was studying.

Between 2002 and 2008, Jeffrey
Wang repeatedly failed to report on
forms filed with the state and with
the medical school that he was re-
ceiving consulting payments, stock
options and royalties from five com-
panies on whose products he was
conducting research, according to
the university. The failure to report
these relationships “violated univer-
sity guidelines,” the school said.

“UCLA regrets that in the case of
Dr. Jeffrey Wang, associate profes-
sor of orthopedic surgery, a pattern
of non-disclosure could have per-
sisted without our knowledge,” the
school said in a statement. “We are
committed to examining our pro-
cesses to determine how, as an insti-
tution, we will prevent similar prob-
lems in the future.”

Dr.Wangdidn’treturn atelephone
call to his office seeking comment. He
remains on the school faculty.

Dr. Wang was removed as co-ex-
ecutive director of the UCLA Com-
prehensive Spine Center. A univer-

sity spokeswoman said the school is
considering further sanctions
against him.

The university also has ap-
pointed a committee to investigate
Dr. Wang’s work and determine
whether the payments from compa-
nies affected his research and “if
there are any mitigating actions
needed to ensure the integrity of the
research results.” UCLA said it
would make the results of that in-

quiry public, but that so far it has
not found evidence of research mis-
conduct. His research involved
studying the products in both ani-
mals and humans.

UCLA alleges that Dr. Wang failed
to disclose financial interests in con-
nection with research projects spon-
sored by DePuy Spine Inc., a unit of
Johnson & Johnson, which paid Dr.
Wang $125,900 in royalty and con-
sulting payments from 2002
through 2008; Facet Solutions Inc.,
a company in which Dr. Wang ac-

quired options for 18,000 shares in
2004; Paradigm Spine LLC, an entity
related to another company in which
Dr. Wang received options for
20,000 shares; FzioMed Inc., which
paid Dr. Wang $144,000 from 2002
through 2008; and medical-device
maker Medtronic Inc., which paid
Dr. Wang $275,000 in royalty and
consulting payments from 2003
through 2008.

In the case of Medtronic, Dr.

Wang did report some, but not all
payments from the company, accord-
ing to the school.

Dr. Wang published at least two
favorable evaluations of Oxiplex, a
product from FzioMed to prevent
spinal adhesions. In 2004, he was
the author of a study published in
Neurosurgical Focus that found Oxi-
plex “easy to use and safe.” That
study noted FzioMed provided fund-
ing for the study, but didn’t cite the
payments to Dr. Wang.

A 2008 abstract published in the

Spine Journal by Dr. Wang and a co-
author found “consistent clinically
significant improvement in out-
comes resulting from the use of Oxi-
plex gel in lumbar spine surgery.”
While the abstract doesn’t indicate
Dr. Wang had a financial relation-
ship with FzioMed, he is listed as a
consultant to the company else-
where in the journal.

A Food and Drug Administration
advisory committee in July 2008
voted against approving Oxiplex for
sale in the U.S. because it wasn’t con-
vinced the product was effective.

Most medical schools require
doctors to report financial relation-
ships and often have rules limiting
how much they can receive from
companies whose products are be-
ing studied. But medical schools of-
ten have difficulty verifying
whether financial information filed
by doctors is accurate.

A handful of states, including
Massachusetts and Minnesota, have
instituted public-reporting require-
ments in which drug and medical-de-
vice companies must disclose pay-
ments to physicians for many kinds
of services, including consulting.

Two U.S. senators, Republican
Charles Grassley of Iowa and Demo-
crat Herb Kohl of Wisconsin, are
pushing for a federal law that would
require companies to report pay-
ments to doctors of more than $100.

UCLA says surgeon didn’t disclose company ties

By Jonathan Cheng

And Amy Or

HONG KONG—Wynn Resorts
Ltd. is looking to raise between $1
billion and $2 billion in an initial
public offering of its Macau assets in
Hong Kong, according to a person fa-
miliar with the matter.

The plans by Wynn and Las Ve-
gas Sands Corp. to take their Macau
assets public reflect a revival of opti-
mism about the Chinese gambling
enclave’s prospects even as those
for Las Vegas remain dim.

Sheldon Adelson, Sands chair-
man and chief executive, has said he
is eyeing a Hong Kong listing of the
company’s Macau assets, among
other options, to raise about $3.5 bil-
lion. That listing could come as
early as the fall.

Further details on Wynn’s poten-
tial offering remain unclear. A Wynn
spokeswoman in Macau declined to
comment.

The plans by the two Las Vegas
casino operators will test renewed
optimism over Macau sparked by
China’s continued economic
growth, shifting political winds and
signs that operators are getting a
handle on a key business cost.

UCLA alleges that Dr. Wang failed to disclose
financial interests in connection with
research projects sponsored by a unit of
Johnson & Johnson, Medtronic and others.

MARKETPLACE

Plastic Logic

Plastic Logic
Device cost: TBA
Available titles:
700,000-plus
(through Barnes & Nobles)
Book cost: $9.99
Size: 21.5cm x 28cm

Kindle
Device cost: $299
Available titles:
300,000-plus
(through Amazon)
Book cost: $9.99*
Size: 20cm x 13.5cm

*Unless marked otherwise

Wynn Resorts
to launch IPO
of Macau assets
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Continental Airlines posted a $213 million second-quarter loss. Above, Continental jets in January at a Houston airport terminal.

By Susan Carey

Southwest Airlines Co. distin-
guished itself among some of its
larger rivals by producing a second-
quarter profit, reversing three un-
characteristic quarters of red ink.

But the chief executive of the dis-
count giant said the tough operating
climate makes it impossible to predict
a profitable third quarter, normally
the strongest period for the industry.

United Airlines parent UAL
Corp. also reported a small profit,
including hedge gains and account-
ing charges. But without those
items, the carrier notched a loss of
$323 million.

United said its passenger reve-
nue fell by 25%, compared with a
year ago, and its international rev-
enue declined by nearly 32%. As a
result, the No. 3 U.S. airline by traf-
fic said it plans to trim overseas ca-
pacity by 7% in the last four
months of the year.

Continental Airlines Inc. said it
lost $213 million in the June quarter
on a 23% decline in revenue, mark-
ing its seventh consecutive quarter
of deficits. The Houston-based car-
rier said it will eliminate another
1,700 positions and raise its fee for
checked baggage by $5 for those
who don’t prepay online.

Last week, American Airlines par-
ent AMR Corp. posted a big second-
quarter loss. Delta Air Lines Inc.
and US Airways Group Inc. are ex-
pected to announce losses when
they report later this week. By con-
trast, discounters JetBlue Airways
Corp. and AirTran Holdings Inc. are
expected to be profitable, as is
Alaska Air Group Inc.

Dallas-based Southwest, the No.
5 U.S. airline by traffic, said it

earned $54 million, or seven cents a
share, down from $321 million, or
44 cents a share, a year earlier. Ex-
cluding items, earnings came to $59
million, or eight cents a share, com-
pared with $121 million, or 16 cents a
share, a year earlier.

Total revenue fell 8.8% to $2.6 bil-
lion from a year earlier. Unit reve-
nue—the amount taken in for each
seat flown a mile—slid by 6%, South-
west said. Unless passenger de-
mand rebounds strongly, Southwest
expects third-quarter unit revenue

to decline more than it did in the
June period. Gary Kelly, chairman
and chief executive, said the current
recession is creating “without a
doubt one of the worst revenue envi-
ronments for the airlines, ever.”

In an effort to resize the airline to
the weak demand picture, South-
west said 1,400 employees signed up
for early employment buyouts in the
second quarter, a voluntary program
that will cost about $70 million. The
company’s fuel bill declined by 23%
in the latest quarter. Southwest, the

only large U.S. carrier with an invest-
ment-grade credit rating, said it had
$2.4 billion of cash and short-term
investments at the end of June, and
only “minimal” debt obligations for
the rest of the year.

Chicago-based United said it
earned $28 million, or 19 cents a
share, compared with a year-ago
loss of $2.7 billion on a huge good-
will impairment item. Revenue fell
to $4 billion from $5.4 billion a year
earlier. Its fuel bill declined by 64%
in the latest quarter and it produced

$305 million of positive free cash
flow in the period.

The company, which has been ru-
mored to be facing a liquidity crisis,
said it closed the quarter with $2.6
billion of unrestricted cash, up $600
million from the start of the year
and $100 million better than earlier
guidance. United also raised an addi-
tional $155 million in cash earlier
this month through a secured financ-
ing transaction. “Our solid cash bal-
ance…holds us in good stead with
the agreements we have in place
with our primary credit-card pro-
cessing companies,” said Kathryn
Mikells, UAL’s chief financial officer.

United said its unit revenue fell
17% in the latest quarter, but it is
maintaining solid cost control and
expects its unit costs, excluding fuel
and items, to be basically flat for the
rest of the year.

Continental, the No. 4 U.S. airline
by traffic, said that excluding
charges of $44 million, it posted a
loss of $169 million, or $1.36 per
share, in the June quarter. While its
fuel expenses fell 46%, revenue skid-
ded by 24% on weak business travel
demand, promotional pricing and
the effects of the H1N1 virus scare.

As a result, Continental said it in-
tends to raise revenue and reduce
costs to achieve about $100 million
in annual benefits by 2010. Aside
from reducing another 1,700 jobs on
top of 500 reservations positions an-
nounced earlier and voluntary
leaves of absence for 700 flight at-
tendants, Continental said it will
raised its checked bag fee by $5 for
those who don’t prepay online, and
raise its telephone reservations
booking fee by $5.

Continental closed the quarter
with $2.7 billion of unrestricted
cash and short-term investments.

J&J deal with Elan gives
drug firm sway over Biogen
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Southwest Airlines, UAL turn in profits
But Continental Air posts a loss as the airline industry continues to face lackluster demand amid the recession

Merck profit slips amid deal costs
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By Peter Loftus

Merck & Co.’s second-quarter
profit fell 12% amid merger costs
and lower vaccine sales, while cost
cuts helped merger partner Scher-
ing-Plough Corp. report higher
quarterly earnings.

Both companies faced head-
winds from a weak economy and un-
favorable currency-exchange
rates, as well as sales declines for
their jointly marketed cholesterol
drugs, which have been hurt by con-
cerns about their efficacy and
safety.

Merck, based in Whitehouse Sta-
tion, N.J., is in the process of acquir-
ing Schering-Plough in a cash-and-
stock deal valued at $41 billion
when announced in March. The
deal is subject to government anti-
trust clearance and approval by
both drug makers’ shareholders. It
is expected to close by year-end.

Merck, which has been hurt by
drug-patent expirations and re-
search setbacks, pursued Schering
to gain access to a relatively strong
late-stage research pipeline.
Merck also expects the deal to gen-
erate significant cost savings, in-
cluding a planned 15% reduction in
the combined entity’s work force.

Although Merck’s numbers
were down, they exceeded Wall
Street expectations.

Some of the upside appeared to

come from a rebound in Merck’s
top-selling drug, Singulair, an al-
lergy and asthma medication. Sin-
gulair sales rose 16% to $1.3 billion,
following declines in recent quar-
ters amid reports of the drug’s pos-
sible association with suicidal be-
havior. Deutsche Bank this week
said Singulair demand was helped
by a “strong” allergy season.

Merck said earnings for the
three months ended June 30 fell to
$1.56 billion, or 74 cents a share,
from $1.77 billion, or 82 cents a
share, a year earlier. The latest
quarter included restructuring and
merger costs; excluding these,
earnings were 83 cents a share,

well ahead of the 77-cents-a-share
mean estimate of analysts sur-
veyed by Thomson Reuters.

Merck’s second-quarter sales
fell 3% to $5.9 billion, but exceeded
the Thomson Reuters estimate of
$5.84 billion. Sales were weighed
down by currency rates; excluding
this effect, sales would have risen
3% from a year earlier.

Schering-Plough, based in Kenil-
worth, N.J., said second-quarter
profit rose 45% to $671 million, or
38 cents a share, from $462 mil-
lion, or 26 cents, a year earlier. Ex-
cluding one-time items, earnings
would have been 46 cents a share,
ahead of the Thomson estimate of
45 cents a share.

Sales dropped 5.6% to $4.6 bil-
lion, with unfavorable currency
rates reducing growth by 10 per-
centage points. Sales of arthritis
drug Remicade rose 2% to $565 mil-
lion, while gains also were posted
for allergy drug Nasonex and can-
cer drug Temodar.

At Schering’s animal-health
unit, sales fell 17% to $677 million.
Chief Financial Officer Robert Ber-
tolini attributed the drop to “tough
global economic conditions,” diffi-
cult comparisons with a year-ear-
lier period that included the launch
of a bluetongue vaccine, and the im-
pact of 2008 product divestitures.

Schering’s consumer-product
sales dropped 5% to $381 million.

By Jeanne Whalen

Pharmaceutical giant Johnson &
Johnson hascut a dealthat gives itsig-
nificant influence over the future of
U.S. biotech company Biogen Idec
Inc., a partner of both companies said
Tuesday.

As part of an agreement earlier
this month to buy 18.4% of Irish bio-
tech firm Elan Corp., J&J also ac-
quired a chance to snatch away one of
Biogen’smostvaluabledrugsifBiogen
is ever taken over by another com-
pany, Elan officials said. Neither Elan
nor J&J disclosed the arrangement in
announcing J&J’s investment.

Currently, Elan and Biogen jointly
own and sell the multiple-sclerosis
drug Tysabri, but each has the right to
buy out the other if one is approached
by a potential acquirer.

Under the deal with Elan, J&J
would have the right to finance Elan’s
purchaseofBiogen’sTysabristakeand
would take ownership of the stake if it
exercised that right, Elan officials said
on a conference call with investors
Tuesday.BecauseJ&Jhasdeeperpock-
ets than Elan, the deal makes Biogen
more likely to lose its Tysabri stake if
the company is taken over.

If J&J decided not to exercise its
right, Elan would have to finance the
purchase of the Tysabri stake some

other way, Elan officials said.
A spokeswoman for Elan said J&J

didn’t compensate Elan for the Tysa-
bri arrangement. A J&J spokesman
said the company had “nothing to
add” to Elan’s statements. A Biogen
spokeswoman declined to comment.

The Tysabri deal gives J&J a lever
over Biogen, one of the few remaining
independentbiotechcompaniesofsig-
nificant size, a valuable property at a
time when big drug companies have
been scrambling to refill their pipe-
lines of drugs in development. It also
shows that J&J’s interest in Elan goes
beyond the Irish company’s experi-
mental drugs for Alzheimer’s disease,
the main reason J&J cited for taking
its Elan stake. Tysabri generates
nearly $1 billion in revenue a year.

The fact J&J could have the ability
to take away one of Biogen’s most lu-
crative products could discourage
any potential suitor from bidding for
the biotech, said Matt Strobeck, a
partner at Westfield Capital Manage-
ment Co., which A Biogen spokes-
woman declined to comment.

Elan also said Tuesday that cost
cuts and increased demand for Tysa-
bri helped narrow its second-quarter
net loss to $68.2 million from $71.5
million a year earlier.
 —Quentin Fottrell

contributed to this article.
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On Spain’s ‘Foreclosure Road,’ deals abound
Banks, builders ready
to sell at a discount;
‘this is a real bargain’

By William Boston

SPECIAL TO THE WSJ
MARBELLA, Spain—The silver

bus wound its way to the top of a
dusty, sun-baked mountain near the
southern Mediterranean coast and
made its first stop at the gray, con-
crete skeleton of an uncompleted
apartment complex, one of the
many symbols of what went wrong
with Spain’s property boom.

The shrill sound of cicadas filled
the air as a group of about 10 people—
potential buyers and others—filed
out. A building crane had fallen over
the derelict structure in a silent em-
brace. Next to the ruins was a white-
washed compound with 60 com-
pleted apartments, just 10 of which
were sold before Spain’s economy
went bust and the developer ran out
of money.

“This is ‘Foreclosure Road,’ ”
said Africa Leon, the leader of the
distressed-property tour run by in-
vestment-promotion agency Circulo
Financiero Internacional, as she

brushed a swath of jet-black hair
over her shoulder. “The developers
and banks are willing to sell at a
huge discount, so just look it over
and make an offer.”

Spain’s oversupply of second
homes has forced brokers, develop-
ers and lenders to come up with cre-
ative ways to unload them. It isn’t un-
common now for Spanish banks
such Banco Santander SA, Banco Es-
panol de Credito SA, Banco Bilbao
Vizcaya Argentaria SA or the Span-
ish savings banks known as “cajas”
that bankrolled much of the boom to
effectively finance more than 100%
of a home purchase, by providing no-
money-down mortgages and picking
up the sales taxes.

Bus tours like those organized by
Ms. Leon’s agency on Spain’s Costa
del Sol and in Madrid also are becom-
ing more common. The idea, which
has proved effective in U.S. cities
devastated by the housing bust, of-
fers private investors access to dis-
tressed property that is usually avail-
able only to professionals. It also
seems to be catching on with prop-
erty owners eager to sell.

“We are flooded with requests to
show property from all over Spain
from banks, developers and even
families who can’t pay their mort-

gages,” said Ms. Leon, 29 years old.
From 2005 to 2008 the number

of second homes in Spain increased
13%, to 8.4 million, according to
Spanish government data. During
the same period, the total number of
primary homes increased about 6%.

“At the peak, there were more
houses built here for British citizens
than in the U.K.,” said Edward Far-
relly, head of research in the Spanish
offices of property consultant CB Ri-
chard Ellis. He and other analysts es-
timate the overhang is close to one
million unsold new homes.

At the peak of the boom in 2007,
the apartments at the bus’s first
stop would have fetched as much as
Œ490,000 ($697,000) even before
construction and despite their iso-
lated location 30 minutes by car
from the sea. Now, the developer,
who asked to remain anonymous,
will take what he can get. He is ask-
ing for Œ230,000, less than half the
original price, and even that is
negotiable.

Spain’s development boom was
supported by low interest rates and
cheap credit, rising prosperity in the
country and an invasion of foreign in-
vestors, especially from the United
Kingdom and Germany. Many were
looking to build a vacation home for

their own use or as a speculative in-
vestment. But in many cases, inves-
tors backed out of the deals or devel-
opers invested in speculative build-
ing and failed to find buyers.

The bus rolls on through the arid
hills, past manicured golf courses
and luxury homes, and stops at a
mustard-colored compound of town-
houses on top of a hill, one among a
number of townhouse settlements
in the area. The complex has 72

units, but they are all empty.
“Can you buy the whole com-

plex?” asked Inge Rinkhoff, a a Ger-
man real-estate agent who doubles
as a star in a German TV show called
the “Pearls of Marbella,” about sin-
gle women looking to land rich hus-
bands in the jet-set resort town. “I
have a client in Hamburg who is look-
ing for an entire townhouse com-
pound if the price is right.”

Next stop is the beach, a row of
blue clapboard townhouses in Este-
pona, a town that lies between Mar-
bella and the Straits of Gibraltar fur-
ther down the coast. From here on a
clear day you can look out across the
Mediterranean and see the outline
of the Atlas Mountains in northern
Africa.

“This is a real bargain,” said Ms.
Leon, as she leads her clients out of
the bus. The developer failed to
show, but Ms. Leon assured her cli-
ents that the builder will complete
the landscaping and install the pool.
The original price for the
250-square-meter townhouses was
Œ1.1 million.

“The owner is asking for
Œ400,000, but he’ll take less, so just
make an offer,” said Ms. Leon.

THE PROPERTY REPORT

Trading spaces
Number of second homes in Malaga, 
Spain, is outgrowing primary homes

Source: Ministry of Housing, Spain

0
2001 ’03 ’05 ’07

200,000

400,000

500,000

300,000

100,000

Secondary homes
Primary homes

BUSINESS REAL ESTATE
UNITED STATES

CANADA CARIBBEAN

AUCTIONS INVESTMENT PROPERTIES

NEWFOUNDLAND
Portauxbasque

2 large buildings. 85,000 S/F, 24 acres of
land. 1500 ft. Ocean frontage. Can
have public or private Seaport.

Next to Marine Atlantic Ferry Terminal
Contact: Harold Fitz
1-888-532-9335

judefitz@yahoo.com
www.haroldfitz.com

LAMBERT BEACH RESORT
FOR SALE

British Virgin Islands
43 acres prime beachfront land, 36 villas, 40 hotel
rooms, Restaurant & Bar, Reception & Club House,

Pool, Tennis Court. US$35,000,000.
Email: info@realestatebvi.net

www.realestatebvi.net

cancunmarinaforsale.com

CANCUN
MEXICO

MARINA
FOR SALE

Where Real Estate
Professionals

Conduct Business

To list your commercial real estate,

Call 44-20-7842-9600 or 49-69-971-4280
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Google gets it right this time
Its myTouch 3G is
a big improvement
on previous phone

By Katherine Boehret

As the saying goes, you never
get a second chance to make a first
impression. But it never hurts to
try. This week, I tested the T-Mo-
bile myTouch 3G with Google,
which is the company’s second
chance at introducing a “Google
phone” to the masses.

Google’s first device, called the
T-Mobile G1, came out in October

and was less than a
sensation. The
phone had a touch
screen and a handy
slide-out physical

keyboard, but it was bulky and unat-
tractive. It came with just one gi-
gabyte of memory and lacked impor-
tant features like compatibility with
Microsoft Exchange for use with
work email. Its app store, called the
Android Market, offered only about
50 applications and launched with
surprisingly few accessories. It even
lacked a built-in video player.

The $200 (with two-year con-
tract) T-Mobile myTouch 3G (t-mo-
bilemytouch.com), available Aug. 5,
has fixed many of these problems.
Its new design uses an
on-screen key-
board, which
gives it a thinner,
more stylish
build that feels
great in the hand.
It comes with
f o u r g i -

gabytes of memory, works with Mi-
crosoft Exchange and can record
and play back video footage. The An-
droid Market has increased its num-
ber of apps to about 6,300, and the
myTouch will hit stores with acces-
sories such as designer shells and
docking stations. Its combined
voice and data plans are at least $25
less per month than what AT&T’s
plans cost for users of Apple’s com-
peting iPhone.

But while using it, I couldn’t help
thinking that the myTouch felt less
like a new device and more like
what the G1 should have been in the
first place.

The myTouch, which is built by
HTC of Taiwan, runs on an im-
proved version of Google’s operat-
ing system that performs tasks
faster, has a more streamlined look
and supports stereo Bluetooth con-

nections. But it carries on many
traits of its predecessor. It still syn-
chronizes over the air with Google
account information including
email, calendar and contacts. Swip-
ing a finger to the left or right on the
myTouch’s home screen will still
open other screens, with extra
space for icons representing apps.
And its handy window-shade-like
Notifications menu can still be
pulled down onto the screen at any
time to show a list of new messages.

The most dramatic difference on
the myTouch is its on-screen key-
board, which may frustrate some
people who liked the G1 because it
had a physical keyboard and a touch
screen. Like on Apple’s iPhone, the
myTouch keyboard corrects words
as you type, recognizing that you’ll
make more mistakes on it than you
would on a physical keyboard. The
keyboard suggests words in a hori-
zontal bar that appears above the
keyboard and below the text area.
You need only type “Washi” and the
word “Washington” appears in this
bar for you to select. These short-
cuts speed up the otherwise frus-
trating process of on-screen typing.

Unlike the iPhone, the myTouch
keyboard’s
keys don’t get
larger as your
finger hovers
over them so
as to help

you touch the right key. Nor does a
word become magnified when
you’re trying to place the cursor at a
certain spot. The myTouch’s track-
ball can be used to pinpoint a spe-
cific letter but I usually forgot all
about the trackball, opting to use
the responsive touch screen for nav-
igation.

T-Mobile offers far less expen-
sive monthly plans for the myTouch
than AT&T offers for the iPhone.
The cheapest voice and data plan
from T-Mobile costs $55 compared
with AT&T’s $70. Unlimited data
and messaging plus minimum voice
plans total $65 for T-Mobile and
$90 for AT&T. And AT&T’s messag-
ing is currently limited to text,
while T-Mobile messaging includes
text, picture and video.

On the other hand, T-Mobile of-
fers 3G coverage in far fewer cities

than AT&T. The myTouch comes
with only a fourth of the built-in
memory of the same-priced iPhone
model, the 3GS, and half the mem-
ory of the 3G iPhone model, which
costs half the price. And myTouch
offers only about a tenth as many
apps as the iPhone and has a smaller
screen.

T-Mobile wants myTouch users
to understand apps and download
them, starting with the AppPack: a
package of eight to 10 apps that
T-Mobile will send to myTouch cus-
tomers via an SMS with a link. Cus-
tomers can peruse this list of apps
and download just the ones they
choose. While some people may not
appreciate receiving apps sugges-
tions, it could introduce apps to peo-
ple who didn’t know how they
worked.

The Android Market, where all
apps for Google’s phones can be
found and purchased, still isn’t as
well organized as it should be. It sep-
arates games from other applica-
tions and organizes these by popu-
larity and date, but doesn’t sepa-
rate those that are free and those
that must be bought. I downloaded
several free apps including Word-

Game, Facebook, Twitter,
Sketch-a-Etch and

Sherpa.
But I was especially

irked by the way some
of the apps I down-
loaded kept trying to
get me to download ad-
ditional apps every
time I opened them.
The Twitter app, which
was listed as one of the
most popular, displayed
prompts to download
browsers and RSS read-
ers—even six days after
I first used the app. An
on-screen message gave
me the option to “Ig-
nore Forever,” but this
apparently didn’t in-
clude prompts to down-
load other programs.
Any user would be con-
fused and irritated by
these unsolicited mes-
sages. Google said that
was what the developer
chose to do—a major
downside to the An-
droid’s open model.

The myTouch’s
3.2-megapixel camera
and video camera
worked well and started
up quickly. An icon la-
beled Gallery neatly
holds still images and
videos. And the my-
Touch has simple ways
to upload photos to Pi-

casa or videos to YouTube.
A built-in tool for Google Web

searches using voice commands
worked remarkably well, even when
I tried to trip it up by saying four
words at once. It didn’t recognize
my last name, but I’ll let it off the
hook since it’s spelled differently
than it sounds.

The T-Mobile myTouch 3G costs
$50 more than the G1, but its extra
features are worthwhile. Be ready
for a frustrating first-time experi-
ence with the on-screen keyboard
and try to read user comments in
the Android Market to figure out
which apps prompt you to down-
load additional programs. The my-
Touch is what we expected from
Google the first time around.

Time will tell whether people are
ready to give it a second chance.

Tour de France is stage
for catfights and coups

MOSSBERG
SOLUTION

The peloton rides during the sixth stage of the Tour de France on July 9.

MARKETPLACE

The myTouch has a
more streamlined
look and supports
stereo Bluetooth
connections.

Reuters 

By Reed Albergotti

Now, the latest news from
France: Things got tense after Lance
tried to butt in on Alberto, but then
Alberto ditched Lance in the moun-
tains and Lance said he didn’t care,
although some people think he’s just
playing mind games. Carlos said ev-
erybody is out to get him, George
thinks he was stabbed in the back,
and everybody was mad when Chris-
tian took their radios away.

If the stories coming out of this
year’s Tour de France sound like a
plot summary for “Gossip Girl,” don’t
be alarmed. In fact, it’s probably a
good thing. After years of coverage
dominated by doping allegations,
scandals and suspensions, the
world’s greatest cycling race is back
to being what cycling races are, by de-
sign, supposed to be: a messy specta-
cle of conflicting agendas, gamesman-
ship, feuds, conspiracies, heartbreak,
triumph and exhaustion that can
make three weeks seem like an hour.

After Monday’s rest day, the race
resumed Tuesday in the Alps, where
Lance Armstrong has vowed to do
something he’s never done in his en-
tire Tour de France career—to ride as
a loyal teammate, or really a helper,
for his Astana teammate Alberto Con-
tador. Messrs. Contador and Arm-
strong were in first and second place,
respectively, on Tuesday. Before Sun-
day, when Mr. Contador attacked the
steep mountain roads in the Swiss
Alps to open up a commanding lead,
it seemed that Mr. Armstrong was de-
termined to win, even if it meant
crushing Mr. Contador into a fine
powder.

The resulting psychodrama,
which has dominated coverage of the
Tou, points to one of the most splen-
did quirks of cycling—the bizarre
and often impenetrable politics of
teams.

Unlike teams in most professional
sports, some Tour de France squads
aren’t actually trying to win the race—
they’re hoping to ride out in front
long enough to satisfy sponsors or to
win an individual stage or put their
top rider in one of the other jerseys
besides the yellow one—the green
sprinter’s jersey or the polka-dot ver-
sion given to the best rider in the
mountains. All these different mo-
tives create a unique competitive eco-
system where teams will work to-
gether while simultaneously trying
to beat one another.

When the Tour began, teamwork
wasn’t an issue. Riders rode alone
and sometimes won stages by more
than 10 minutes.

From the 1940s through the ’60s,
riders like Frenchman Jacques An-
quetil and Italian Fausto Coppi were
so much better than the field that
there was no need to have support.

Since the late 1990s, however, in
part because of innovations made by
Mr. Armstrong and his longtime race
director, Johan Bruyneel, teamwork
has become a more important compo-
nent in stage racing. Modern teams
can have annual budgets of $10 mil-
lion to $15 million and as many as 25
riders—all of whom are given spe-
cific roles. Some are responsible for
chasing down breakaways by riders
on the flat stages (these riders will ex-
haust themselves fighting the wind
while the team’s star rider cruises
along in their aerodynamic wake).
Other team members do the same
thing in the mountains. By hooking
up the entire team with radios, Mr.
Bruyneel and Mr. Armstrong were
able to take the tactical side of the
sport to new heights—coordinating
elaborate attacks and even fakes de-
signed to confuse opponents. Last
week, in a bid to lessen the impact
teams can have on the outcome, Tour
de France director Christian Prud-
homme, together with the sport’s gov-
erning body, banned—for one stage—
the use of radios, which teams use to
coordinate strategy.

Of course, teams don’t win bike
races—individuals do. And in some
cases, the lure of the podium can cre-
ate one of the sport’s most magnifi-
cent spectacles: two riders from the
same team turning on each other in
an effort to win.

Ahead of the Tour de France, Mr.
Armstrong announced he would try
to win the race himself—a statement
so audacious that some people
thought it was part of Mr. Bruyneel’s
tactical trickery. Mr. Contador
opened up a lead of 22 seconds over
Mr. Armstrong after the race’s open-
ing time trial, but Mr. Armstrong
fired back, ditching his Astana team-
mates and falling in behind a small
breakaway group to take the team
lead back.

Mr. Contador’s charge up the
mountains Sunday put him 1:37
ahead of Mr. Armstrong—and proba-
bly cemented a Tour victory. Mr. Arm-
strong has said in interviews that he
will serve as a support rider for the
Spaniard, or a “domestique” as it’s
known in cycling.

Saturday’s stage ends with a bru-
tal climb up Mont Ventoux, where Mr.
Armstrong made his mark in 2000 by
dusting German Jan Ullrich.

Who will be standing when the
credits roll is anyone’s guess.
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Coca-Cola profit jumps 43%
Growth in China,
India offsets decline
in North America

By Aaron O. Patrick

LONDON—Current and former ex-
ecutives from the News of the World
newspaper told a parliamentary com-
mmittee on Tuesday that illegal tac-
tics used by a reporter to access
phone messages were isolated to the
disgraced former correspondent.

But the executives faced skepti-
cism from some members of Parlia-
ment who questioned whether the
practice was more widespread.

The hearing was prompted by a
report this month by the Guardian
newspaper claiming that News of
the World reporters routinely ob-
tained confidential information
about celebrities and politicians us-
ing subterfuge, including “phone
hacking,” the practice of gaining un-
authorized access to an individual’s
mobile-phone voice mail.

The allegations stemmed from a
2006 case in which Clive Goodman,
then a reporter
for the News of
the World, and a
private investiga-
tor, Glenn Mul-
caire, were jailed
for obtaining in-
formation from
voice mails of em-
ployees of the
British royal fam-
ily. News Corp.,
which owns
News of the
World, has denied almost all of the
Guardian’s allegations; it has ac-
knowledged one, saying it settled a
lawsuit with Gordon Taylor, the
head of a football players’ union,
over the hacking of his voice mail.

“News of the World staff have
been accused of systematic illegality.
Where is the evidence?” asked Colin
Myler, News of the World editor.

Some committee members ex-
pressed doubt about News Corp.’s de-
fense. “The theory that it was one
rogue maverick [journalist] seems
to be a somewhat discredited the-
ory,” said Philip Davies, a Conserva-
tive member of Parliament.

He was referring in part to a fol-
low-up article in which the Guardian
published copies of an email that it
said shows the transcript of a taped
voice mail made for one of the tab-
loid’s top reporters.

At Tuesday’s hearing, Mr. Myler
said the reporter can’t remember
ever seeing the transcript, and nei-
ther does a junior reporter who the
Guardian said typed up the transcript.

The dispute is complicated by his-
torical rivalries in the British media.
The left-leaning Guardian has writ-
ten critically about the power
wielded by News Corp., Britain’s big-
gest national newspaper publisher
by circulation. (News Corp. owns
Dow Jones & Co., publisher of The
Wall Street Journal.)

On Tuesday, Mr. Myler said the
payment to Mr. Taylor, of the football
players’ union, for damages and legal
costs was authorized by James Mur-
doch, who heads News Corp.’s opera-
tions in Europe and Asia, after the
company received legal advice that it
was warranted. Mr. Taylor asked
that the settlement be kept confiden-
tial, Mr. Myler said. Mr. Taylor, who
was paid £750,000 ($1.2 million),
hasn’t commented on the matter.

Messrs. Goodman and Mulcaire
were fired by News of the World when
they were sentenced to jail. A lawyer
for News Corp. said the company was
obliged to make severance payments
to them after their release from jail.

James Murdoch

CORPORATE NEWS

By Valerie Bauerlein

Coca-Cola Co. posted better-
than-expected second-quarter
profit, reflecting robust volume
growth in China and India that
helped offset so-so beverage sales in
U.S. and Europe.

The strengthened dollar reduced
revenue and operating profit at the
Atlanta-based beverage giant,
which derives about 80% of its earn-
ings from markets outside North
America. Currency fluctuations
posed a bigger headwind in the quar-
ter than some analysts had pre-

dicted, and Coke said it expects cur-
rency fluctuations to reduce operat-
ing-profit growth by between 12 per-
centage points and 14 percentage
points in the third quarter.

In an interview, Chairman and
Chief Executive Muhtar Kent said
the company was able to blunt the
impact of the global economic slow-
down with new products and packag-
ing options, like a new contour 2-li-
ter bottle.

In North America, beverage sales
continued to decline, with Coke’s
unit case volume slipping 1%. But
Coca-Cola Zero’s expanding popular-
ity and a new 99-cent 16-ounce bot-
tle sold widely in convenience
stores helped offset economic pres-
sures, he said. Coke is also offering a
wider range of brewed teas, juices
and smoothies at fast-food restau-
rants, to take advantage of in-

creased traffic as consumers trade
down from sit-down casual chains.

Coke said 33% volume growth in
India and 14% volume growth in
China helped drive a 4% global vol-
ume increase despite the weakened
global economy. Mr. Kent cited Chi-
na’s massive stimulus package,
which he said has boosted manufac-
turing growth, increased loans and
capped unemployment.

In the U.S., he said lower gaso-
line prices are giving a bigger
boost to beverage sales than stimu-
lus dollars, which are still being
disbursed. “When more people are
driving, more people are moving,”
he said. “More movement means
more consumption.”

Coke said it would start buying
back as much as $1 billion of its own
shares in the second half, after halt-
ing the program last fall to conserve

cash for its effort to buy China’s
Huiyuan Juice Group Ltd. for $2.4
billion. That deal was nixed in
March by Chinese regulators. Coke
said it would also be on the lookout
for acquisitions in the U.S. and
abroad, citing its recent $44 million
stake in British smoothie maker In-
nocent Ltd.

Profit rose to $2.04 billion, or 88
cents a share, up 43% from $1.42 bil-
lion, or 61 cents a share, a year ear-
lier. Excluding special items, such as
a prior-year write-down and
charges of 40 cents, earnings fell to
92 cents from $1.01. Revenue de-
creased 9% to $8.27 billion. The
strengthened dollar shaved nine per-
centage points off revenue growth,
and 14 percentage points from oper-
ating profit growth.

The company benefited from eq-
uity income from its bottlers.

News executives
say hacking was
isolated incident

PAYMENT METHOD:
I am paying by credit card.

Visa Amex Eurocard MasterCard

Card No.

Expiry Date__________

Signature ___________________________________ Date ________________

Please invoice me/my company.
Mr/Mrs/Ms Full Name ___________________________________________________
(Circle One)

Job Title* _____________________________________________________________

Company* ____________________________________________________________

Delivery Address________________________________________________________

______________________________________________________________________

City __________________________________________________________________

Postcode/Zip___________________________________________________________

Country_______________________________________________________________

Email _________________________________________________________________

TO SUBSCRIBE:
Complete this coupon and post to: Subscriber Relations,
The Wall Street Journal Europe, Stapleton House,
29-33 Scrutton Street, London EC2A 4HU, UK
Fax to: +44 (0) 20 7426 3329
Visit: www.services.wsje.com/21free
Phone: +44 (0) 20 7309 7799
Please quote your tracking code when asked: HSHSEDA000U

We may provide your information to third parties, including companies outside of the EU, in order to
fulfill your subscription request, process data and provide you with promotional information from WSJE,
its affiliates and other carefully selected companies.

I do not wish to receive promotional materials from other carefully selected companies.
I do not wish to receive promotional materials from WSJE or its affiliates.

Hand delivery subject to confirmation by local distributor. Offer only open to new subscribers.
Please allow up to 2 weeks for delivery to commence.
©2009 Dow Jones & Company Inc. All rights reserved.

*Optional. All other information is required. Failure to provide obligatory information will result
in subscription delays.

PLUS get an extra 21 issues FREE!

Please send me The Wall Street Journal Europe for the next 13 months
for £320/ 480/ CHF 940. I understand that the extra month (21
issues) is free of charge and will be added to the end of my annual
subscription.
*For other currencies, please call +44 (0) 207 309 7799.

Subscribe to The Journal Europe
& Save up to 36%

What does it take to get people spending again?
What does it take to convince you to purchase a
subscription to The Wall Street Journal Europe?

If your answer is “a good offer”, then here are two:
Subscribe to The Journal Europe today and you will
save up to 36% off the annual newsstand cost,
while getting 21 extra issues free.

As a subscriber to The Journal Europe, you will
naturally enjoy unrestricted access to WSJ.com for
the full term of your subscription.

To claim your stimulus package today, simply
complete and return the coupon below or visit:
www.services.wsje.com/21free

6 WEDNESDAY, JULY 22, 2009 T H E WA L L ST R E ET JO U R NA L .

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 22.90 $24.57 0.15 0.61%
Alcoa AA 45.40 10.14 –0.46 –4.34%
AmExpress AXP 16.80 29.38 0.49 1.70%
BankAm BAC 247.40 12.19 –0.05 –0.41%
Boeing BA 9.10 43.02 0.82 1.94%
Caterpillar CAT 57.70 39.46 2.81 7.67%
Chevron CVX 8.90 66.25 0.61 0.93%
CiscoSys CSCO 70.20 21.59 0.44 2.08%
CocaCola KO 13.70 50.35 –0.68 –1.33%
Disney DIS 12.60 25.20 –0.17 –0.67%
DuPont DD 9.80 28.32 –0.01 –0.04%
ExxonMobil XOM 25.00 70.47 1.53 2.22%
GenElec GE 97.00 11.47 –0.20 –1.71%
HewlettPk HPQ 13.70 40.57 0.14 0.35%
HomeDpt HD 13.00 24.46 –0.34 –1.37%
Intel INTC 61.90 18.90 0.00 0.00%
IBM IBM 8.20 117.04 0.60 0.52%
JPMorgChas JPM 40.50 36.94 –0.04 –0.11%
JohnsJohns JNJ 10.40 59.49 0.43 0.73%
KftFoods KFT 6.00 27.58 –0.02 –0.07%
McDonalds MCD 7.40 58.63 0.35 0.60%
Merck MRK 25.80 29.65 1.71 6.12%
Microsoft MSFT 50.20 24.83 0.30 1.22%
Pfizer PFE 52.50 15.70 0.44 2.88%
ProctGamb PG 11.00 55.49 –0.07 –0.13%
3M MMM 4.70 64.20 0.36 0.56%
TravelersCos TRV 3.50 40.71 0.24 0.59%
UnitedTech UTX 7.20 53.97 –1.00 –1.82%
Verizon VZ 12.90 30.32 0.55 1.85%
WalMart WMT 17.00 48.86 0.04 0.08%

Dow Jones Industrial Average P/E: 14
LAST: 8915.94 s 67.79, or 0.77%

YEAR TO DATE: s 139.55, or 1.6%

OVER 52 WEEKS t 2,686.56, or 23.2%

 Note: Price-to-earnings ratios are for trailing 12 months
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Behind Europe’s deals: Bank revenue rankings, Global (ex US)
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

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

JPMorgan $1,393 7.6% 56% 23% 21% 1%

Credit Suisse 954 5.2% 47% 32% 20% 2%

UBS 953 5.2% 47% 19% 32% 1%

Goldman Sachs 868 4.8% 43% 19% 38% …%

Deutsche Bank 861 4.7% 38% 33% 25% 4%

Citi 811 4.5% 33% 35% 29% 3%

Morgan Stanley 716 3.9% 44% 22% 34% …%

BNP Paribas 678 3.7% 27% 52% 14% 7%

Bank of America Merrill Lynch 669 3.7% 38% 28% 32% 3%

Source: Dealogic

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

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

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

Tui "1,747" –132 –648 179 LVMH Moet Hennessy Louis Vuitton 57 ... –3 –10

Fiat 607 –54 –167 –213 Ciba Hldg  27 ... –2 –3

Contl 882 –47 –355 52 Astrazeneca  73 ... –6 –11

Old Mut  691 –36 –64 –96 ENI  49 ... –1 –7

Rallye "1,216" –28 –132 –123 EnBW Energie Baden Wuerttemberg 50 ... –2 –4

Pernod Ricard 307 –22 –50 –51 Electricite De France 60 ... –5 –7

Vivendi 147 –22 –44 13 Deutsche Post 53 ... –1 –2

Alcatel Lucent 762 –21 –114 –66 Siemens 81 1 –7 –19

Gas Nat SDG  130 –20 –59 –103 Pilkington Group  115 3 –5 –14

ArcelorMittal Fin 387 –19 –89 –91 EMI Group  716 4 24 25

Source: Markit Group

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

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

Anglo Amer U.K. General Mining $41.1 18.63 4.11% –34.1% –14.1%

Assicurazioni Gen Italy Full Line Insurance 31.2 15.54 3.67 –30.3 –36.9

AXA S.A. France Full Line Insurance 41.4 13.95 3.26 –26.7 –46.2

Intesa Sanpaolo Italy Banks 41.3 2.45 2.73 –28.2 –44.4

BHP Billiton U.K. General Mining 56.2 15.30 2.55 –5.4 50.4

Credit Suisse Grp Switzerland Banks $55.4 49.86 –3.56% 7.0 –23.9

Nokia Finland Telecoms Equipment 48.2 9.04 –2.48 –46.7 –42.2

BNP Paribas S.A. France Banks 73.9 49.73 –1.66 –21.1 –33.4

HSBC Hldgs U.K. Banks 155.7 5.50 –1.61 –22.4 –34.8

Banco Bilbao Viz Spain Banks 51.6 9.68 –1.43 –17.6 –40.6

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

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

Siemens 69.8 53.70 2.52% –27.4% –16.1%
Germany (Diversified Industrials)
Diageo 41.1 9.06 2.37 0.3 –1.4
U.K. (Distillers & Vintners)
BASF 42.8 32.73 2.31 –22.3 5.0
Germany (Commodity Chemicals)
Rio Tinto 57.6 22.84 2.28 –45.7 1.5
U.K. (General Mining)
Daimler 45.8 30.37 1.90 –25.9 –21.6
Germany (Automobiles)
Unilever 45.4 18.62 1.72 1.1 0.6
Netherlands (Food Products)
Total S.A. 134.3 39.81 1.70 –18.8 –23.1
France (Integrated Oil & Gas)
Astrazeneca 67.1 28.05 1.69 20.7 –14.7
U.K. (Pharmaceuticals)
GlaxoSmithKline 109.1 11.60 1.67 –5.2 –24.2
U.K. (Pharmaceuticals)
GDF Suez 84.8 26.39 1.60 –35.8 –0.7
France (Multiutilities)
Bayer 45.5 38.66 1.42 –28.7 –0.6
Germany (Specialty Chemicals)
ABB 39.1 17.93 1.41 –37.2 20.8
Switzerland (Industrial Machinery)
UniCredit 45.9 1.93 1.37 –41.2 –61.3
Italy (Banks)
British Amer Tob 59.6 17.90 1.36 –2.0 26.5
U.K. (Tobacco)
Tesco 48.5 3.75 1.35 –1.7 4.9
U.K. (Food Retailers & Wholesalers)
L.M. Ericsson Tel B 30.5 77.90 1.17 16.6 –30.5
Sweden (Telecoms Equipment)
ENI 99.1 17.40 1.16 –21.9 –25.4
Italy (Integrated Oil & Gas)
E.ON 70.6 24.80 1.06 –38.0 –17.3
Germany (Multiutilities)
Novartis 116.2 46.86 0.99 –22.4 –32.2
Switzerland (Pharmaceuticals)
Sanofi-Aventis S.A. 84.3 45.08 0.96 –4.1 –42.7
France (Pharmaceuticals)

Allianz SE 45.5 70.65 0.90% –36.8% –41.6%
Germany (Full Line Insurance)
Deutsche Telekom 51.5 8.30 0.61 –21.6 –31.5
Germany (Mobile Telecoms)
Vodafone Grp 108.9 1.14 0.58 –11.9 –1.7
U.K. (Mobile Telecoms)
Roche Hldg Part. Cert. 100.8 152.90 0.53 –13.7 –30.9
Switzerland (Pharmaceuticals)
Koninklijke Phlps 20.4 14.77 0.44 –33.5 –40.4
Netherlands (Consumer Electronics)
BP 171.9 5.05 0.42 –4.2 –19.8
U.K. (Integrated Oil & Gas)
Royal Dutch Shell A 91.5 18.14 0.42 –22.6 –32.7
U.K. (Integrated Oil & Gas)
Nestle S.A. 154.3 42.94 0.33 –3.5 8.2
Switzerland (Food Products)
Deutsche Bk 43.3 49.07 –0.07 –13.6 –44.1
Germany (Banks)
SAP 53.0 30.42 –0.07 –14.4 –14.1
Germany (Software)
Iberdrola S.A. 40.4 5.69 –0.09 –31.0 –15.2
Spain (Conventional Electricity)
France Telecom 60.4 16.25 –0.12 –14.9 –2.6
France (Fixed Line Telecoms)
BG Grp 61.9 10.52 –0.28 –5.9 49.8
U.K. (Integrated Oil & Gas)
Soc. Generale 35.6 43.08 –0.39 –25.3 –58.9
France (Banks)
ArcelorMittal 56.3 25.36 –0.49 –50.5 ...
Luxembourg (Iron & Steel)
Telefonica S.A. 110.1 16.45 –0.54 0.8 25.2
Spain (Fixed Line Telecoms)
Banco Santander 105.5 9.10 –0.66 –15.8 –15.7
Spain (Banks)
ING Groep 23.7 8.00 –0.92 –62.5 –74.0
Netherlands (Life Insurance)
Barclays 56.1 3.09 –1.18 –1.7 –47.9
U.K. (Banks)
UBS 43.2 14.28 –1.38 –35.0 –75.2
Switzerland (Banks)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage 0.16% 0.51% 2.0% 4.7% -3.8%
Event Driven 0.41% 0.77% 4.1% 6.8% -21.3%
Equity Market Neutral 0.32% 1.07% -0.5% -2.9% -11.0%
Equity Long/Short 0.79% 0.58% 2.5% 1.5% -16.7%

*Estimates as of 07/20/09, 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 1.04 103.69% 0.02% 1.87 1.01 1.34

Eur. High Volatility: 11/1 1.98 107.75 0.04 3.89 1.95 2.66

Europe Crossover: 11/1 6.81 110.72 0.10 9.71 6.60 7.90

Asia ex-Japan IG: 11/1 1.70 107.94 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 20

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

In percentage points
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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.
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India files police complaint
about Continental frisking

Grocer lifts profit forecast
U.K.’s Morrison says
fiscal 2010 will show
it gained customers

Lockheed profit falls 17%
as information unit slips

By Lilly Vitorovich

And Michael Carolan

LONDON—William Morrison Su-
permarkets PLC on Tuesday up-
graded its earnings forecast for fis-
cal 2010 as the U.K. grocer lured cus-
tomers from bigger rivals with its
low-priced fresh-food range and cut
costs more than expected.

Worries about the U.K.’s rapidly
deteriorating economy have pun-
ished many fashion, home-furnish-
ing, electronics and white-goods re-
tailers and have also intensified the
competition among grocers over the
past year. As consumers seek to save
money on groceries, players such as
Morrison, J Sainsbury PLC and Asda
Group Ltd.—a unit of U.S.-based Wal-
Mart Stores Inc.—have been taking
market share from heavy-
weight Tesco PLC and up-
market food chains Wait-
rose and Marks & Spencer
Group PLC.

Morrison saw its mar-
ket share jump to 11.6% in
the 12 weeks ended July 12
from 11.2% a year earlier, ac-
cording to data published
Tuesday by market-re-
search company Taylor Nel-
son Sofres.

At Tesco, the U.K.’s big-
gest retailer by sales, market share
fell to 30.8% during the period from
30.9% a year earlier, said TNS, which
monitors the household grocery pur-
chasing habits of 25,000 demograph-
ically representative U.K. house-
holds. Asda, the country’s No. 2 re-

tail player, saw its market share rise
to 17% from 16.7% during the period.

In its unscheduled trading up-
date, Morrison said its strong per-

formance in the first quar-
ter of fiscal 2010 continued
in the second quarter, with
sales growth “well ahead of
the market.”

As a result of opera-
tional improvements, Mor-
rison said, its full-year
gross margin, excluding
fuel, will exceed its original
forecast by around 0.4 per-
centage point.

Morrison said the initia-
tives in its Optimization

Plan, put in place in 2007 under the
helm of Chief Executive Marc Bol-
land, are progressing well and are ex-
pected to exceed expectations by
£20 million ($33.1 million). The com-
pany declined to release the details
of the plan, saying a full report for

the first half, ending Aug. 2, will be
published Sept. 10.

“The business’s performance to
date, the successful implementation
of the Optimization Plan and its con-
tinuing customer growth now give
the board confidence that the com-
pany’s full-year results will be
ahead of its earlier expectations,”
Morrison said.

Morrison said it is benefiting
from its focus on fresh and locally
sourced food as well as price cuts
and promotions.

Mr. Bolland said the strong per-
formance was driven by double-digit
growth in the company’s fresh-prod-
ucts categories. He said candy and
cakes also sold well, with cake sales
up “far higher than double digit” in
percentage terms, as customers
turned to treats during the economic
downturn.

The strong volume growth has
helped the company produce supply-
chain savings, Morrison said. A com-
pany spokeswoman declined to elab-
orate on the savings.

Morrison’s bullish trading up-
date Tuesday was well received by
retail analysts and investors, who
pushed the stock up. The shares
closed up 8.2% to 274 pence, valuing
the company at £7.23 billion, in an
overall higher London market.

“Morrison is demonstrating that
is has kept the best of its old retail
DNA and is benefiting from a strong
infusion of the new,” Bank of Amer-
ica Merrill Lynch retail analysts said
in a research note. They reiterated
their buy rating on the stock.

Last month, the company posted
a 8.2% rise in sales at stores open at
least a year, excluding fuel and value-
added taxes, for the fiscal first quar-
ter. But the company didn’t raise its
full-year outlook, which disap-
pointed the market.

Retailer Next boosts outlook

Ray Shaw, 75, was Dow Jones president

Marc Bolland

CORPORATE NEWS

Feud at South Korean car plant
deepens as police spray tear gas

*Includes Co-op and Somerfield
Source: TNS
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By Santanu Choudhury

NEW DELHI—India’s Bureau of
Civil Aviation Security filed a com-
plaint on Tuesday with local police
against Continental Airlines Inc.
for frisking the country’s former
president, APJ Abdul Kalam, before
he boarded a flight to New York.

The filing of a first information
report followed strong protests by
lawmakers in Parliament earlier in
the day.

The civil aviation ministry said in a
statement that the frisking took place
on April 21 in New Delhi. The police re-
port, filed on the directions of the civil
aviation ministry,said the staff of Con-
tinental Airlines had “wrongfully”
frisked Mr. Kalam, in contravention to
bureau rules that exempt specified
VIPs from such body checks.

The Bureau of Civil Aviation Secu-
rity, which is part of the civil avia-

tion ministry, is responsible for lay-
ing down standards of pre-embarka-
tion security and antisabotage mea-
sures for all civilian flights in India.

The police report was filed after
the U.S.-based carrier failed to re-
spond to a show-cause notice issued
by the bureau July 9 seeking an ex-
planation, the statement said.

Laurent Recoura, Continental’s
senior country director in charge of
India, said the frisking was done be-
cause it had to follow the rules of the
Transportation Security Adminis-
tration/U.S. Department of Home-
land Security for all carriers flying
to the U.S.

“TSA requirements impose a final
security check in the aerobridge just
before boarding the aircraft,” he said.
“This procedure is followed by all car-
riers flying to the U.S. from most of
the countries in the world, and there
is no exemption to this rule.”

By Kerry Grace Benn

Lockheed Martin Corp.’s second-
quarter profit fell 17% on pension-re-
lated charges and challenges in its in-
formation-systems business. Still,
the defense contractor’s results
beat views.

Chairman and Chief Executive
Bob Stevens said recently that he ex-
pects Lockheed to squeeze out even
more operating profit as key pro-
grams mature and boost profitabil-
ity. And he noted Tuesday that Lock-
heed is applying additional re-
sources to the information-systems
business to boost results there.

Lockheed, the biggest supplier of
information technology to the U.S.
government, posted income of $734

million, or $1.88 a share, compared
with $882 million, or $2.15 a share, a
year earlier. The latest results in-
cluded 19 cents a share in pension-re-
lated expenses, while the prior
year’s included a net gain of 19
cents.

Revenue rose 1.8% to $11.24 bil-
lion. Analysts surveyed by Thomson
Reuters expected earnings of $1.81 a
share and revenue of $11.14 billion.

Gross margin fell to 9% from
10.8%.

At its information-systems and
global-services business, earnings
declined 8.8% amid lower volume on
security solutions and a year-earlier
gain. Revenue for the segment rose
5.6%. Earnings at the aeronautics di-
vision grew 9% as revenue rose 7%.

By Lilly Vitorovich

And Jonathan Buck

LONDON—Next PLC, a U.K. cloth-
ing and houseware retailer, Tuesday
raised its full-year profit guidance af-
ter better-than-expected product ne-
gotiations with suppliers and sales re-
ceived a boost from warm weather.

Next, which competes against
Marks & Spencer Group PLC and de-
partment-store chains, brought for-
ward a trading update by one week to
report a 1.3% rise in total sales, exclud-
ing value added tax in the 25 weeks
ended July 18 from a year earlier.

Retail sales rose 1.4% for that

period, while sales from stores
open at least a year were down
1.9%. Directory sales edged up
1.1%. It said better weather this
year helped boost retail sales by
between 2% and 3%.

Next, which began its end-of-
season sales July 18 with 19% less
stock than last year, said increased
sales at full price and better clear-
ance rates had allowed it to add £15
million ($24.8 million) to its inter-
nal profit forecast for the first half
ending July 25. It has also added
£15 million to its internal profit
forecast for the second half as a re-
sult of better-than-planned prod-

uct negotiations and sourcing.
Charles Stanley analyst Sam

Hart said Next’s performance was
“materially better than guidance
provided” at the time of its fiscal
first-quarter trading update in May,
when the group forecast a decline in
first-half retail same-store sales of
between 4% and 7%, and broadly flat
Directory sales.

Mr. Hart has provisionally up-
graded his profit before tax fore-
cast by around 8% to £405 million
for fiscal 2010 and upgraded the
stock to accumulate from hold.
That compares with £429 million in
fiscal 2009.

By Stephen Miller

Ray Shaw, former president of
Dow Jones & Co., publisher of The
Wall Street Journal, died Sunday at
age 75.

After retiring from Dow Jones at
55 in 1989, Mr. Shaw built a new ca-
reer as chairman of American City
Business Journals Inc., a Charlotte,
N.C., publisher.

A native of El Reno, Okla., Mr.
Shaw got his start as a reporter at
his hometown paper and later
worked on the Daily Oklahoman and
for the Associated Press. He was
hired at the Journal in 1960 and
worked as a reporter and editor be-

fore becoming founding managing
editor of AP-Dow Jones, an interna-
tional news service operated jointly
with the AP.

In 1979, he became president and
chief operating officer of Dow Jones,
the second-highest-ranking execu-
tive at the company. Mr. Shaw helped
expand into electronic publishing.

“He was a first-rate newsman
who then became an even better
news and business executive,” said
Peter R. Kann, associate publisher
of The Journal while Mr. Shaw was
president, and later chief executive
officer of Dow Jones.

Mr. Shaw died after going into
shock when he was stung by a wasp,

although he had no known allergy to
stings, his son said.

In April, Mr. Shaw was given a dis-
tinguished achievement award by
the Society of American Business Ed-
itors and Writers, which cited him
for accomplishments “in his so-
called retirement.”

He purchased ACBJ with newspa-
per and broadcast mogul Edward Gay-
lord for $43 million in 1989, and sold
it to Advance Publications Inc. in 1995
in a deal valued at $268.9 million.

“Ray was a special person who rep-
resented what is best in journalism,”
said S.I. Newhouse Jr., chairman of
Advance. —Russell Adams

contributed to this article.

ASSOCIATED PRESS

SEOUL—Helicopters sprayed
tear gas on auto workers using sling-
shots to shoot nuts and bolts at riot
police Tuesday amid a tense labor
dispute at the main factory of a
South Korean auto maker.

Hundreds of fired Ssangyong Mo-
tor Co. workers have been occupy-
ing part of the company’s plant in
Pyeongtaek, about 70 kilometers
south of Seoul, for two months to
protest massive job cuts that are
part of a restructuring plan.

South Korea’s fifth-largest auto
maker has been in bankruptcy pro-
tection since February after falling
sales and mounting red ink raised
questions about its survival as a
company.

Lee Won-muk, a Ssangyong
spokesman, said an estimated 500 to
600 people are occupying a paint
shop at the factory. Some 2,000 riot
police were deployed outside of the
factory while 1,000 others were in-
sidetheplantgrounds,saidanofficer
with the Gyeonggi provincial police.

The police officer said there
were no major clashes. He said
about 600 workers were either in-
side the paint factory or on the roof.

Police used two helicopters to

drop liquid tear gas on protesters
atop the paint shop, he said.

On Monday, riot police entered
the grounds of the factory, which
houses Ssangyong’s only assembly
line, along with a court official call-
ing on the workers to give up.

Violent labor disputes aren’t un-
usual in South Korea, and riot police
are often deployed, though major
clashes resulting in deaths are rare.
Media reports, however, said the
paint shop contains flammable ma-
terials that could potentially ignite
amid a major clash.

Union spokesman Lee Chang-kun
saidtheworkerswilltrytoresistifpo-
lice launch an assault and suggested
such a fight could turn bloody.

There has been no dialogue to de-
fuse the row since late June when
Ssangyong’s labor union rejected a
compromise offer from manage-
ment to rehire some of the workers
by 2012 and give others opportuni-
ties to retire with more benefits or
help to find other jobs, said Lee Won-
muk, the company spokesman.

Ssangyong is majority-owned by
Shanghai Automotive Industry
Corp. Ssangyong said the produc-
tion stoppage has cost it 230 billion
won ($184.8 million) in lost output.
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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.

2.62% 13 World -a % % 192.44 0.51%–26.4% 4.63% 11 U.S. Select Dividend -b % % 534.15 0.16%–24.2%

2.21% 14 Global Dow 1127.90 0.51% –22.1% 1703.78 0.59% –30.1% 4.47% 15 Infrastructure 1260.00 –0.02% –16.3% 1708.59 0.06% –24.8%

3.37% 26 Stoxx 600 215.00 0.84% –23.5% 228.45 0.94% –31.2% 1.78% 7 Luxury 723.70 0.83% –13.6% 872.59 0.90% –22.4%

3.53% 17 Stoxx Large 200 230.90 0.76% –23.6% 244.03 0.86% –31.4% 6.40% 5 BRIC 50 357.60 0.19% –15.9% 484.87 0.26% –24.5%

2.54% -17 Stoxx Mid 200 196.90 1.29% –22.2% 208.07 1.39% –30.1% 4.43% 11 Africa 50 699.80 0.85% –25.4% 631.75 0.93% –33.0%

2.74% -28 Stoxx Small 200 122.60 1.19% –22.6% 129.51 1.29% –30.5% 3.71% 6 GCC % % 1347.60 1.52% –52.2%

3.35% 19 Euro Stoxx 233.10 0.82% –25.9% 247.68 0.92% –33.4% 3.26% 13 Sustainability 709.50 0.54% –20.2% 853.11 0.74% –28.3%

3.51% 14 Euro Stoxx Large 200 248.60 0.79% –26.2% 262.49 0.89% –33.7% 2.49% 12 Islamic Market -a % % 1683.21 0.47% –23.1%

2.58% -12 Euro Stoxx Mid 200 217.90 1.02% –24.8% 229.99 1.12% –32.4% 2.78% 12 Islamic Market 100 1516.10 0.35% –11.0% 1847.75 0.55% –19.9%

2.82% 16 Euro Stoxx Small 200 132.70 0.90% –23.9% 140.02 1.00% –31.6% 2.78% 12 Islamic Turkey -c % % % %

5.96% 8 Stoxx Select Dividend 30 1196.90 0.90% –28.5% 1457.18 1.00% –35.8% 2.10% 12 DJ U.S. TSM % % 9743.96 –0.12% –25.3%

5.19% 9 Euro Stoxx Select Div 30 1396.20 1.29% –35.6% 1706.49 1.39% –42.2% % DJ-UBS Commodity 117.60 –0.21% –35.6% 121.48 –0.11% –42.1%

*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 1.2267 2.0190 1.1509 0.1610 0.0396 0.1952 0.0131 0.3166 1.7453 0.2344 1.1135 ...

 Canada 1.1017 1.8132 1.0336 0.1446 0.0356 0.1753 0.0118 0.2843 1.5674 0.2105 ... 0.8981

 Denmark 5.2337 8.6141 4.9103 0.6867 0.1690 0.8328 0.0559 1.3506 7.4462 ... 4.7507 4.2665

 Euro 0.7029 1.1568 0.6594 0.0922 0.0227 0.1118 0.0075 0.1814 ... 0.1343 0.6380 0.5730

 Israel 3.8750 6.3779 3.6356 0.5085 0.1251 0.6166 0.0414 ... 5.5132 0.7404 3.5175 3.1589

 Japan 93.6650 154.1632 87.8782 12.2904 3.0241 14.9041 ... 24.1716 133.2619 17.8967 85.0225 76.3557

 Norway 6.2845 10.3437 5.8962 0.8246 0.2029 ... 0.0671 1.6218 8.9413 1.2008 5.7046 5.1231

 Russia 30.9730 50.9785 29.0594 4.0642 ... 4.9285 0.3307 7.9930 44.0668 5.9180 28.1151 25.2492

 Sweden 7.6210 12.5434 7.1502 ... 0.2461 1.2127 0.0814 1.9667 10.8428 1.4562 6.9178 6.2126

 Switzerland 1.0659 1.7543 ... 0.1399 0.0344 0.1696 0.0114 0.2751 1.5164 0.2037 0.9675 0.8689

 U.K. 0.6076 ... 0.5700 0.0797 0.0196 0.0967 0.0065 0.1568 0.8644 0.1161 0.5515 0.4953

 U.S. ... 1.6459 0.9382 0.1312 0.0323 0.1591 0.0107 0.2581 1.4228 0.1911 0.9077 0.8152

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 322.00 –11.75 –3.52% 707.00 302.00
Soybeans (cents/bu.) CBOT 905.00 –18.00 –1.95 1,557.50 670.00
Wheat (cents/bu.) CBOT 534.75 –7.50 –1.38 1,072.00 512.00
Live cattle (cents/lb.) CME 91.125 –0.750 –0.82 118.500 81.250
Cocoa ($/ton) ICE-US 2,875 7 0.24% 3,237 1,950
Coffee (cents/lb.) ICE-US 122.50 0.20 0.16 183.30 109.00
Sugar (cents/lb.) ICE-US 17.80 0.06 0.34 18.09 11.05
Cotton (cents/lb.) ICE-US 61.95 –2.91 –4.49 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,155.00 –20 –0.92 3,637 1,425
Cocoa (pounds/ton) LIFFE 1,824 16 0.88 1,985 1,177
Robusta coffee ($/ton) LIFFE 1,501 –12 –0.79 2,324 1,250

Copper (cents/lb.) COMEX 245.10 –1.80 –0.73 375.35 129.55
Gold ($/troy oz.) COMEX 946.90 –1.90 –0.20 1,020.70 724.60
Silver (cents/troy oz.) COMEX 1347.80 –14.70 –1.08 2,009.00 886.00
Aluminum ($/ton) LME 1,720.00 –18.50 –1.06 3,070.00 1,288.00
Tin ($/ton) LME 13,825.00 275.00 2.03 23,550.00 9,750.00
Copper ($/ton) LME 5,355.00 –60.00 –1.11 8,225.00 2,815.00
Lead ($/ton) LME 1,695.00 –23.00 –1.34 2,225.00 870.00
Zinc ($/ton) LME 1,644.00 –24.00 –1.44 1,915.00 1,065.00
Nickel ($/ton) LME 15,875 –550 –3.35 21,195 9,000

Crude oil ($/bbl.) NYMEX 65.61 0.32 0.49 142.60 44.28
Heating oil ($/gal.) NYMEX 1.7267 0.0063 0.37 4.0400 1.2589
RBOB gasoline ($/gal.) NYMEX 1.7959 0.0150 0.84 3.0875 1.1450
Natural gas ($/mmBtu) NYMEX 3.846 0.008 0.21 12.059 3.366
Brent crude ($/bbl.) ICE-EU 66.87 0.43 0.65 134.00 44.13
Gas oil ($/ton) ICE-EU 558.75 13.00 2.38 1,086.00 411.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on July 21
Per In

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

Argentina peso-a 5.4200 0.1845 3.8095 0.2625

Brazil real 2.7029 0.3700 1.8998 0.5264

Canada dollar 1.5674 0.6380 1.1017 0.9077
1-mo. forward 1.5672 0.6381 1.1015 0.9079

3-mos. forward 1.5669 0.6382 1.1013 0.9080
6-mos. forward 1.5665 0.6384 1.1010 0.9082

Chile peso 757.61 0.001320 532.50 0.001878
Colombia peso 2825.87 0.0003539 1986.20 0.0005035

Ecuador US dollar-f 1.4228 0.7029 1 1
Mexico peso-a 18.8450 0.0531 13.2455 0.0755

Peru sol 4.2889 0.2332 3.0145 0.3317
Uruguay peso-e 32.894 0.0304 23.120 0.0433

U.S. dollar 1.4228 0.7029 1 1
Venezuela bolivar 3.06 0.327325 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7453 0.5730 1.2267 0.8152
China yuan 9.7181 0.1029 6.8305 0.1464

Hong Kong dollar 11.0265 0.0907 7.7502 0.1290
India rupee 68.6121 0.0146 48.2250 0.0207

Indonesia rupiah 14299 0.0000699 10050 0.0000995
Japan yen 133.26 0.007504 93.67 0.010676

1-mo. forward 133.22 0.007506 93.64 0.010680
3-mos. forward 133.13 0.007511 93.58 0.010687

6-mos. forward 132.96 0.007521 93.45 0.010700
Malaysia ringgit-c 5.0394 0.1984 3.5420 0.2823

New Zealand dollar 2.1655 0.4618 1.5221 0.6570
Pakistan rupee 116.737 0.0086 82.050 0.0122

Philippines peso 68.256 0.0147 47.975 0.0208
Singapore dollar 2.0515 0.4875 1.4419 0.6935

South Korea won 1774.74 0.0005635 1247.40 0.0008017
Taiwan dollar 46.559 0.02148 32.725 0.03056
Thailand baht 48.374 0.02067 34.000 0.02941

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

Euro zone euro 1 1 0.7029 1.4228

1-mo. forward 1.0000 1.0000 0.7028 1.4228

3-mos. forward 1.0000 1.0000 0.7029 1.4227

6-mos. forward 1.0001 0.9999 0.7029 1.4226

Czech Rep. koruna-b 25.860 0.0387 18.176 0.0550

Denmark krone 7.4462 0.1343 5.2337 0.1911

Hungary forint 271.72 0.003680 190.99 0.005236

Norway krone 8.9413 0.1118 6.2845 0.1591

Poland zloty 4.2693 0.2342 3.0008 0.3333

Russia ruble-d 44.067 0.02269 30.973 0.03229

Sweden krona 10.8428 0.0922 7.6210 0.1312

Switzerland franc 1.5164 0.6594 1.0659 0.9382

1-mo. forward 1.5159 0.6597 1.0655 0.9385

3-mos. forward 1.5149 0.6601 1.0648 0.9392

6-mos. forward 1.5125 0.6612 1.0631 0.9407

Turkey lira 2.1370 0.4680 1.5020 0.6658

U.K. pound 0.8644 1.1568 0.6076 1.6459

1-mo. forward 0.8645 1.1568 0.6076 1.6458

3-mos. forward 0.8646 1.1566 0.6077 1.6455

6-mos. forward 0.8647 1.1565 0.6078 1.6454

MIDDLE EAST/AFRICA
Bahrain dinar 0.5364 1.8644 0.3770 2.6526

Egypt pound-a 7.9261 0.1262 5.5710 0.1795

Israel shekel 5.5132 0.1814 3.8750 0.2581

Jordan dinar 1.0077 0.9924 0.7083 1.4119

Kuwait dinar 0.4083 2.4490 0.2870 3.4843

Lebanon pound 2136.26 0.0004681 1501.50 0.0006660

Saudi Arabia riyal 5.3356 0.1874 3.7502 0.2667

South Africa rand 11.0989 0.0901 7.8010 0.1282

United Arab dirham 5.2254 0.1914 3.6728 0.2723

SDR -f 0.9133 1.0950 0.6419 1.5579

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 600 215.02 1.80 0.84% 9.2% –23.5%

 14 DJ Stoxx 50 2197.43 12.01 0.55 6.4% –22.4%

 19 Euro Zone DJ Euro Stoxx 233.11 1.90 0.82 4.6% –25.9%

 16 DJ Euro Stoxx 50 2519.99 19.30 0.77 2.8% –24.2%

 8 Austria ATX 2141.30 24.06 1.14 22.3% –41.6%

 12 Belgium Bel-20 2111.16 5.82 0.28 10.6% –31.0%

 9 Czech Republic PX 968.8 6.2 0.64 12.9% –32.6%

 15 Denmark OMX Copenhagen 282.61 4.45 1.60 24.9% –25.1%

 12 Finland OMX Helsinki 5521.83 34.05 0.62 2.2% –35.3%

 12 France CAC-40 3302.89 31.95 0.98 2.6% –23.7%

 19 Germany DAX 5093.97 63.82 1.27 5.9% –20.9%

 … Hungary BUX 16434.57 183.41 1.13 34.3% –22.3%

 8 Ireland ISEQ 2748.72 8.53 0.31 17.3% –44.0%

 9 Italy FTSE MIB 19830.29 313.57 1.61 1.9% –29.8%

 9 Netherlands AEX 270.68 1.20 0.45 10.1% –32.4%

 9 Norway All-Shares 343.21 6.47 1.92 27.0% –28.8%

 17 Poland WIG 33262.04 440.19 1.34 22.2% –16.4%

 14 Portugal PSI 20 7262.79 12.97 0.18 14.5% –16.2%

 … Russia RTSI 987.69 15.38 1.58% 56.3% –53.5%

 9 Spain IBEX 35 10122.2 –20.6 –0.20% 10.1% –12.8%

 15 Sweden OMX Stockholm 260.99 2.60 1.01 27.8% –5.2%

 11 Switzerland SMI 5636.19 8.26 0.15 1.8% –18.6%

 … Turkey ISE National 100 38007.79 –242.39 –0.63 41.5% 1.0%

 11 U.K. FTSE 100 4481.17 37.55 0.85 1.1% –16.5%

 21 ASIA-PACIFIC DJ Asia-Pacific 109.17 2.24 2.09 16.6% –20.1%

 … Australia SPX/ASX 200 4050.7 0.4 0.01 8.8% –19.1%

 … China CBN 600 27898.42 –435.88 –1.54 88.9% 19.1%

 16 Hong Kong Hang Seng 19501.73 –0.64 unch. 35.5% –13.4%

 17 India Sensex 15062.49 –128.52 –0.85 56.1% 6.8%

 … Japan Nikkei Stock Average 9652.02 256.70 2.73 8.9% –26.8%

 … Singapore Straits Times 2454.33 –1.82 –0.07 39.3% –15.1%

 11 South Korea Kospi 1488.99 10.48 0.71 32.4% –4.6%

 15 AMERICAS DJ Americas 248.38 –1.11 –0.44 9.8% –25.3%

 … Brazil Bovespa 53000.23 –154.70 –0.29 41.1% –10.8%

 18 Mexico IPC 25910.80 –373.26 –1.42 15.8% –5.9%

*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 21, 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* 253.74 1.56% 11.4% –28.6%

3.00% 17 World (Developed Markets) 995.67 1.34% 8.2% –29.0%

2.70% 18 World ex-EMU 116.87 1.24% 8.6% –27.7%

2.80% 19 World ex-UK 992.99 1.25% 7.5% –28.4%

3.80% 16 EAFE 1,344.06 1.43% 8.6% –31.7%

2.90% 14 Emerging Markets (EM) 807.02 3.11% 42.3% –25.8%

4.40% 11 EUROPE 74.32 1.18% 7.0% –26.6%

4.60% 12 EMU 150.66 1.92% 6.0% –35.3%

4.10% 13 Europe ex-UK 81.18 1.05% 4.6% –26.2%

5.50% 9 Europe Value 83.14 1.56% 7.2% –27.4%

3.30% 15 Europe Growth 64.58 0.80% 6.9% –25.8%

3.50% 12 Europe Small Cap 128.08 1.31% 26.9% –27.0%

2.70% 7 EM Europe 210.25 3.75% 32.4% –48.7%

5.00% 8 UK 1,320.98 1.26% 0.5% –20.7%

3.10% 13 Nordic Countries 114.15 0.71% 16.4% –30.6%

2.00% 6 Russia 558.69 2.61% 35.5% –61.4%

4.20% 10 South Africa 640.50 1.01% 10.6% –10.6%

3.40% 17 AC ASIA PACIFIC EX-JAPAN 342.89 2.91% 38.6% –20.3%

1.70%-117 Japan 542.10 0.00% 2.3% –35.0%

2.40% 16 China 58.29 3.64% 42.9% –6.1%

1.10% 18 India 601.54 3.16% 62.9% 10.5%

1.30% 20 Korea 413.57 2.78% 34.7% –9.7%

4.40% 29 Taiwan 253.28 1.19% 46.1% –13.8%

2.20% 22 US BROAD MARKET 1,048.25 1.21% 6.7% –25.6%

1.60% -40 US Small Cap 1,376.25 1.63% 10.4% –23.9%

3.50% 13 EM LATIN AMERICA 3,129.53 3.00% 50.6% –34.1%

*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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GLOBAL BUSINESS BRIEFS

Actelion Holding AG

Profit Jumps 55%
On Strong Sales Gains

Swiss biopharmaceutical com-
pany Actelion Holding AG said Tues-
day second-quarter profit jumped
55%, driven by strong sales of its
flagship drug Tracleer. Profit rose to
116.2 million Swiss francs ($108.8
million) from 74.9 million francs a
year earlier. Sales of Tracleer, which
accounts for nearly 90% of total reve-
nue, increased 22% to 387 million
francs, pushing total sales up 27% to
449.6 million francs from 354.4 mil-
lion francs. Actelion said it now ex-
pects both full-year revenue and
cash operating profit to rise 16% to
19% in 2009. The drug maker had
previously forecast a 12% to15% rise
in revenue when stripping out cur-
rency fluctuations, and a 10% to 12%
increase in operating profit, as mea-
sured by cash earnings before inter-
est and tax. Tracleer treats a rare
form of high blood pressure.

—Compiled from staff
and wire service reports.

Caterpillar Inc.

Caterpillar Inc. on Tuesday re-
ported a 66% decline in second-quar-
ter profit but raised its full-year fore-
cast as expense cuts start to yield re-
sults. The world’s largest maker of
construction and mining equipment
by sales lifted its 2009 earnings fore-
cast to between $1.15 and $2.25 a
share, but trimmed its revenue fore-
cast to between $32 billion and $36
billion. That compares with projec-
tions in April for earnings of $1.25 a
share on revenue of $31.5 billion to
$38.5 billion. The company’s second-
quarter earnings exceeded Wall
Street’s expectations. “There is still
a great deal of economic uncer-
tainty in the world, but we are see-
ing signs of stabilization that we
hope will set the foundation for an
eventual recovery,” Chairman and
Chief Executive Jim Owens said in a
written statement.

DuPont Co.

DuPont Co.’s second-quarter
profit plunged 61% as the global eco-
nomic downturn continued to zap
demand for the plastics and chemi-
cals used in most consumer prod-
ucts, from T-shirts to cars. The Wilm-
ington, Del.-based chemical maker
said business picked up somewhat
from the beginning of the year,
boosted by government-stimulus
spending and inventory rebuilding
at manufacturing plants. Still, most
of DuPont’s units recorded double-
digit declines in sales compared to
the year-ago period, raising ques-
tions about the timing and strength
of an anticipated economic recov-
ery. The company reported earnings
of $417 million, or 46 cents a share,
down from $1.08 billion, or $1.18 a
share, a year earlier. Revenue de-
creased 22% to $6.86 billion.

Iberdrola Renovables SA

Renewable-energy company
Iberdrola Renovables SA, the
world’s biggest wind-power gener-
ator, said its net profit fell 24% in
the first half of 2009. amid a drop
in electricity prices and a rise in
costs. The unit of Spanish energy
company Iberdrola SA said earn-
ings fell to Œ148.5 million ($211.3
million) in the half year ended
June 30 from Œ194.2 million a year
earlier. The company’s earnings
before interest, taxes, deprecia-
tion and amortization, or Ebitda,
rose 6% to Œ581.6 million during
the period, thanks to a rise in elec-
tricity output in the U.S. and the
U.K., which compensated for
lower electricity prices in Spain.
Net revenue in the first half rose
1.1% to Œ947.9 million.

Global Gaming Factory X

The would-be buyer of file-shar-
ing Web site the Pirate Bay said
Tuesday that it was uncertain
whether the purchase will be com-
pleted. Sweden-based Global Gam-
ing Factory X AB will only buy the
Pirate Bay if it can turn it into a “le-
gitimate business,” the company’s
lawyer, Ricardo Dijkstra, said in a
Dutch court. Whether the acquisi-
tion will be completed is “very
much the question,” he added. GGF
has said it hopes to strike a deal
with copyright holders, though the
Swedish company hasn’t pre-
sented details of how its service
would work. GGF said last month it
planned to buy the Pirate Bay do-
main name and related Web sites
for 60 million kronor ($7.7 mil-
lion). The Dutch court is hearing a
civil case brought against the Pi-
rate Bay by a pro-copyright organi-
zation. In April, four men responsi-
ble for the site were sentenced to
one year in prison and ordered to
pay damages of 30 million kronor
for copyright violations.

Ryanair Holdings PLC

Irish budget airline Ryanair
Holdings PLC said Tuesday it will
cut capacity from London’s Stan-
sted Airport this winter, reducing
the number of aircraft based there
to 24 from 28. Ryanair will cut the
number of flights this winter to
1,008 a week, down 37% from the
1,600 weekly flights last year and
from 1,850 flights per week in
2007. The reduced capacity will re-
sult in 2.5 million fewer passen-
gers passing through Stansted Air-
port between October and March
than in the summer season, Ry-
anair said. Chief Executive Michael
O’Leary blamed the move on the
£10 ($16.50) tourist tax and high
airport charges. The carrier said it
expects some 2,500 jobs to be lost
at Stansted as a result of its cuts,
but declined to say how many of
them would be Ryanair employees.

Standard Chartered PLC

Standard Chartered PLC said it
appointed Katherine Tsang as
chairwoman of the lender’s
Greater China operation. Ms.
Tsang’s appointment takes effect
Aug. 15. Currently, she is chief exec-
utive of the lender’s China unit,
Standard Chartered Bank (China)
Ltd. Her position at the bank’s
China unit will be filled by Lim
Cheng Teck, chief executive of the
lender’s Singapore operation, the
bank said.

United Technologies Corp.

United Technologies Corp.’s sec-
ond-quarter profit fell 24% on re-
structuring charges and a weak per-
formance at its Carrier unit. The
Hartford, Conn., company makes
Otis elevators, Sikorsky helicopters
and jet engines. It is struggling as
airlines order fewer engines and as
a weak construction market has
hurt demand for elevators and Car-
rier’s climate-control equipment.
The company posted a profit of
$976 million, or $1.05 a share, down
from $1.28 billion, or $1.32 a share,
a year earlier. The latest results in-
cluded a net 16 cents a share in re-
structuring charges, while the
prior year’s results included six
cents in restructuring charges. Rev-
enue fell 17% to $13.2 billion.
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LuxTopic-Aktien Europa EU EQ LUX 07/21 EUR 15.29 6.7 –5.9 –9.4

LuxTopic-Pacific AS EQ LUX 07/21 EUR 13.42 48.3 –21.0 –19.7

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

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

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 07/20 USD 303.89 23.8 –0.3 0.3

Sel Emerg Mkt Equity GL EQ GGY 07/20 USD 177.86 35.8 –22.5 –16.9

Sel Euro Equity EUR US EQ GGY 07/20 EUR 82.19 9.0 –26.8 –29.6

Sel European Equity EU EQ GGY 07/20 USD 154.88 12.6 –34.6 –27.9

Sel Glob Equity GL EQ GGY 07/20 USD 163.34 13.7 –28.1 –25.7

Sel Glob Fxd Inc GL BD GGY 07/20 USD 133.22 3.3 –9.2 –2.9

Sel Pacific Equity AS EQ GGY 07/20 USD 119.15 31.8 –20.8 –16.3

Sel US Equity US EQ GGY 07/20 USD 108.19 7.4 –25.5 –21.8

Sel US Sm Cap Eq US EQ GGY 07/20 USD 146.42 12.0 –28.1 –25.8

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 07/20 EUR 23.60 –10.0 –51.9 –47.8

MP-TURKEY.SI OT OT SVN 07/20 EUR 26.62 36.3 –22.2 –29.0

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 07/20 USD 12.64 45.0 –10.9 –3.5

Parex Caspian Sea Eq EU EQ LVA 07/20 EUR 2.91 38.6 –63.3 –47.0

Parex Eastern Europ Bd EU BD LVA 07/20 USD 12.64 45.0 –10.9 –3.5

Parex Russian Eq EE EQ LVA 07/20 USD 14.72 70.0 –49.6 –26.0

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 07/21 USD 147.69 33.2 –19.5 –19.0

PF (LUX)-Asian Eq-Pca AS EQ LUX 07/21 USD 141.09 32.6 –20.1 –19.7

PF (LUX)-Biotech-Pca OT EQ LUX 07/20 USD 270.64 –5.1 –23.7 –5.9

PF (LUX)-CHF Liq-Pca CH MM LUX 07/20 CHF 124.17 0.2 0.6 1.3

PF (LUX)-CHF Liq-Pdi CH MM LUX 07/20 CHF 93.73 0.2 0.6 1.3

PF (LUX)-Digital Comm-Pca OT EQ LUX 07/20 USD 99.78 22.7 –8.1 –11.1

PF (LUX)-East Eu-Pca EU EQ LUX 07/20 EUR 223.25 67.2 –42.3 –32.5

PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 07/21 USD 131.15 40.8 –28.2 –21.1

PF (LUX)-Emg Mkts-Pca GL EQ LUX 07/21 USD 427.29 40.4 –29.3 –21.2

PF (LUX)-Eu Indx-Pca EU EQ LUX 07/20 EUR 84.74 10.8 –21.3 –23.8

PF (LUX)-EUR Bds-Pca EU BD LUX 07/20 EUR 374.82 0.4 6.1 2.0

PF (LUX)-EUR Bds-Pdi EU BD LUX 07/20 EUR 285.23 0.4 6.0 2.0

PF (LUX)-EUR Cp Bd-Pca EU BD LUX 07/20 EUR 138.28 10.7 8.2 2.5

PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 07/20 EUR 97.21 10.7 8.2 2.5

PF (LUX)-EUR HiYld-Pca EU BD LUX 07/20 EUR 120.89 34.1 –7.1 –9.7

PF (LUX)-EUR HiYld-Pdi EU BD LUX 07/20 EUR 70.08 34.0 –7.1 –9.8

PF (LUX)-EUR Liq-Pca EU MM LUX 07/20 EUR 135.73 0.8 2.3 2.9

PF (LUX)-EUR Liq-Pdi EU MM LUX 07/20 EUR 97.81 0.8 2.3 2.9

PF (LUX)-EUR Sov Liq-Pca OT OT LUX 07/20 EUR 102.36 0.5 2.0 NS

PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 07/20 EUR 101.00 0.5 2.0 NS

PF (LUX)-Europ Eq-Pca EU EQ LUX 07/20 EUR 342.95 12.1 –24.4 –28.9

PF (LUX)-EuSust Eq-Pca EU EQ LUX 07/20 EUR 111.56 10.3 –21.0 –26.5

PF (LUX)-Gl Em Dbt-Pca GL BD LUX 07/20 USD 219.98 16.1 10.5 6.8

PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 07/20 USD 149.65 16.1 10.5 6.8
PF (LUX)-Gr China-Pca AS EQ LUX 07/21 USD 309.28 45.4 –7.8 –10.1
PF (LUX)-Indian Eq-Pca EA EQ LUX 07/21 USD 294.51 53.7 –5.9 –13.3
PF (LUX)-Jap Index-Pca JP EQ LUX 07/21 JPY 8644.70 6.1 –28.3 –28.6
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 07/21 JPY 7559.23 3.5 –32.9 –33.1
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 07/21 JPY 7352.74 3.2 –33.3 –33.5
PF (LUX)-JpEq130/30-Pca JP EQ LUX 07/21 JPY 4263.90 8.6 –27.1 –28.7
PF (LUX)-Pacif Idx-Pca AS EQ LUX 07/21 USD 213.65 34.9 –22.8 –16.2
PF (LUX)-Piclife-Pca CH BA LUX 07/20 CHF 732.11 6.2 –4.9 –8.9
PF (LUX)-PremBrnds-Pca OT EQ LUX 07/20 EUR 51.58 16.9 –10.7 –22.9
PF (LUX)-Rus Eq-Pca OT OT LUX 07/20 USD 42.38 85.6 –52.9 NS
PF (LUX)-Security-Pca GL EQ LUX 07/20 USD 85.32 19.4 –7.7 –15.2
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 07/20 EUR 378.79 16.1 –23.6 –28.1
PF (LUX)-US Eq-Ica US EQ LUX 07/20 USD 88.16 8.0 –25.1 –18.0
PF (LUX)-USA Index-Pca US EQ LUX 07/20 USD 76.94 6.1 –23.3 –20.1
PF (LUX)-USD Gov Bds-Pca US BD LUX 07/20 USD 504.96 –4.8 5.9 6.4
PF (LUX)-USD Gov Bds-Pdi US BD LUX 07/20 USD 370.53 –4.8 5.9 6.4
PF (LUX)-USD Liq-Pca US MM LUX 07/20 USD 130.88 0.5 1.4 2.3
PF (LUX)-USD Liq-Pdi US MM LUX 07/20 USD 85.46 0.5 1.3 2.3
PF (LUX)-USD Sov Liq-Pca OT OT LUX 07/20 USD 101.57 0.3 1.4 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 07/20 USD 100.86 0.3 1.4 NS
PF (LUX)-Water-Pca GL EQ LUX 07/20 EUR 110.31 7.1 –13.1 –17.4
PF (LUX)-WldGovBds-Pca GL BD LUX 07/21 USD 161.34 –2.1 5.0 8.7
PF (LUX)-WldGovBds-Pdi GL BD LUX 07/21 USD 133.54 –2.1 5.0 8.7
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 07/20 USD 11.07 41.2 –9.3 –15.9
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 07/20 USD 10.87 NS NS NS
Polar Healthcare Class R USD OT OT IRL 07/20 USD 10.88 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 07/20 EUR 588.05 4.4 –24.0 NS
Core Eurozone Eq B EU EQ IRL 07/20 EUR 698.17 6.2 –22.4 NS
Euro Fixed Income A EU BD IRL 07/20 EUR 1167.03 3.1 –2.3 –3.8
Euro Fixed Income B EU BD IRL 07/20 EUR 1242.56 3.4 –1.7 –3.3
Euro Small Cap A EU EQ IRL 07/20 EUR 986.41 16.4 –27.0 –32.9
Euro Small Cap B EU EQ IRL 07/20 EUR 1053.81 16.7 –26.6 –32.5
Eurozone Agg Eq A EU EQ IRL 07/20 EUR 542.78 9.2 –24.8 –28.0
Eurozone Agg Eq B EU EQ IRL 07/20 EUR 777.96 9.6 –24.4 –27.6
Glbl Bd (EuroHdg) A GL BD IRL 07/20 EUR 1286.47 7.4 2.5 0.4
Glbl Bd (EuroHdg) B GL BD IRL 07/20 EUR 1361.83 7.8 3.2 1.0
Glbl Bd A EU BD IRL 07/20 EUR 1032.97 5.4 10.3 0.5
Glbl Bd B EU BD IRL 07/20 EUR 1096.72 5.7 10.9 1.1
Glbl Real Estate A OT EQ IRL 07/20 USD 710.05 6.5 –35.2 –28.4
Glbl Real Estate B OT EQ IRL 07/20 USD 730.05 6.9 –34.8 –27.9
Glbl Real Estate EH-A OT EQ IRL 07/20 EUR 649.54 3.5 –34.0 –29.4
Glbl Real Estate SH-B OT EQ IRL 07/20 GBP 60.80 2.5 –34.8 –29.0
Glbl Strategic Yield A EU BD IRL 07/20 EUR 1365.11 20.8 –5.7 –4.4
Glbl Strategic Yield B EU BD IRL 07/20 EUR 1456.93 21.2 –5.1 –3.8
Japan Equity A JP EQ IRL 07/20 JPY 11378.00 10.1 –26.8 –29.2
Japan Equity B JP EQ IRL 07/20 JPY 12094.00 10.4 –26.4 –28.8
PacBasn (Ex-Jap) Eq A AS EQ IRL 07/20 USD 1844.56 43.4 –10.8 –15.5
PacBasn (Ex-Jap) Eq B AS EQ IRL 07/20 USD 1963.23 43.9 –10.3 –15.0
Pan European Eq A EU EQ IRL 07/20 EUR 797.43 11.0 –24.2 –26.8
Pan European Eq B EU EQ IRL 07/20 EUR 847.79 11.3 –23.9 –26.4
US Equity A US EQ IRL 07/20 USD 741.82 10.9 –25.0 –20.2
US Equity B US EQ IRL 07/20 USD 792.16 11.3 –24.6 –19.7
US Small Cap A US EQ IRL 07/20 USD 1084.47 7.8 –27.3 –22.9
US Small Cap B US EQ IRL 07/20 USD 1158.70 8.2 –26.9 –22.5

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

n SEB Fund 1
Choice Global Value -C- GL EQ LUX 07/21 SEK 67.49 12.1 –25.3 –29.4
Choice Japan Fd -C- OT OT LUX 07/21 JPY 47.19 5.0 –28.7 –30.5

Choice Jpn Chance/Risk JP EQ LUX 07/21 JPY 49.21 9.9 –33.6 –32.1

Choice NthAmChance/Risk US EQ LUX 07/21 USD 3.35 19.7 –29.8 –20.2

Europe 3 Fd EU EQ LUX 07/21 EUR 3.40 11.4 –29.0 –30.8

Global Chance/Risk Fd GL EQ LUX 07/21 EUR 0.51 8.3 –21.6 –25.0

Global Fd -C- OT OT LUX 07/21 USD 1.82 9.4 –29.8 –23.7

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 07/21 USD 6.33 39.8 –11.3 –15.7

Currency Alpha EUR -IC- OT OT LUX 07/21 EUR 10.51 –3.7 –0.8 1.3

Currency Alpha EUR -RC- OT OT LUX 07/21 EUR 10.43 –4.0 –1.2 0.8

Currency Alpha SEK -ID- OT OT LUX 07/21 SEK 97.77 –7.5 –4.8 NS

Currency Alpha SEK -RC- OT OT LUX 07/21 SEK 113.49 –4.0 –1.2 0.8

Generation Fd 80 OT OT LUX 07/21 SEK 7.20 12.8 –9.4 NS

Nordic Focus EUR NO EQ LUX 07/21 EUR 63.53 27.3 –22.9 NS

Nordic Focus NOK NO EQ LUX 07/21 NOK 70.65 27.3 –22.9 NS

Nordic Focus SEK NO EQ LUX 07/21 SEK 73.62 27.3 –22.9 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 07/21 USD 1.54 10.8 –24.8 –21.7

Ethical Global Fd GL EQ LUX 07/21 USD 0.68 14.5 –26.1 –22.8

Ethical Sweden Fd NO EQ LUX 07/21 SEK 36.13 31.0 –1.3 –14.5

Index Linked Bd Fd SEK OT BD LUX 07/21 SEK 12.83 0.7 3.2 4.9

Medical Fd OT EQ LUX 07/21 USD 2.85 –0.7 –18.8 –12.8

Short Medium Bd Fd SEK NO MM LUX 07/21 SEK 8.80 1.1 2.1 2.8

Technology Fd OT EQ LUX 07/21 USD 2.13 36.7 –11.9 –12.7

World -D- Acc OT OT LUX 07/21 USD 1.85 15.5 –23.3 –17.5

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 07/21 EUR 1.27 0.0 0.4 1.3

Short Bond Fd SEK NO MM LUX 07/21 SEK 21.91 1.6 2.2 2.9

Short Bond Fd USD US MM LUX 07/21 USD 2.49 –0.2 0.5 1.8

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 07/21 SEK 10.15 0.9 –0.2 0.5

Alpha Bond Fd SEK -B- NO BD LUX 07/21 SEK 8.79 0.9 –0.2 0.5

Alpha Bond Fd SEK -C- NO BD LUX 07/21 SEK 25.41 0.8 –0.3 0.3

Alpha Bond Fd SEK -D- NO BD LUX 07/21 SEK 7.91 0.8 –0.3 0.3

Alpha Short Bd SEK -A- NO MM LUX 07/21 SEK 11.06 2.4 3.0 3.4

Alpha Short Bd SEK -B- NO MM LUX 07/21 SEK 10.12 2.4 3.0 3.4

Alpha Short Bd SEK -C- NO MM LUX 07/21 SEK 21.64 2.3 2.9 3.3

Alpha Short Bd SEK -D- NO MM LUX 07/21 SEK 8.19 2.3 2.9 3.3

Bond Fd SEK -C- NO BD LUX 07/21 SEK 42.28 1.8 11.8 6.7

Bond Fd SEK -D- NO BD LUX 07/21 SEK 12.28 1.8 11.9 6.1

Corp. Bond Fd EUR -C- EU BD LUX 07/21 EUR 1.18 8.0 2.4 0.1

Corp. Bond Fd EUR -D- EU BD LUX 07/21 EUR 0.90 8.1 2.5 0.0

Corp. Bond Fd SEK -C- NO BD LUX 07/21 SEK 11.62 8.2 –1.9 –1.4

Corp. Bond Fd SEK -D- NO BD LUX 07/21 SEK 8.79 8.2 –1.9 –1.3

Danish Mortgage Bond Fd EUR -ID- NO BD LUX 07/21 EUR 102.12 –1.7 5.5 NS

Danish Mortgage Bond Fd EUR -RC- NO BD LUX 07/21 EUR 106.54 2.9 10.1 NS

Danish Mortgage Bond Fd SEK -ID- OT OT LUX 12/17 SEK 121.91 NS NS NS

Danish Mortgage Bond Fd SEK -RC- NO BD LUX 07/21 SEK 1159.27 2.9 10.1 NS

Flexible Bond Fd -C- NO BD LUX 07/21 SEK 21.34 2.3 6.6 4.6

Flexible Bond Fd -D- NO BD LUX 07/21 SEK 11.67 2.3 6.6 4.6

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 07/21 USD 2.18 41.5 –21.3 –14.7

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 07/21 SEK 27.11 61.5 11.7 –16.1

Europe Chance/Risk Fd EU EQ LUX 07/21 EUR 873.92 14.6 –30.4 –32.3

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 07/20 EUR 28.44 0.3 –7.5 0.2

Bonds Eur Corp A OT OT LUX 07/17 EUR 22.13 6.7 4.3 0.3

Bonds Eur Hi Yld A OT OT LUX 07/17 EUR 17.67 32.9 –6.9 –10.4

Bonds EURO A OT OT LUX 07/17 EUR 40.13 1.6 9.3 5.4

Bonds Europe A OT OT LUX 07/20 EUR 38.38 1.3 9.2 4.0

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 07/17 USD 34.43 9.2 10.0 7.5

Bonds World A OT OT LUX 07/17 USD 40.65 2.1 3.2 8.8

Eq. China A OT OT LUX 07/20 USD 21.19 41.8 –3.4 –12.3

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 07/20 USD 15.61 9.5 –38.3 –19.3

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 07/20 EUR 15.24 11.0 –24.4 –23.1

Eq. EurolandFinancialA OT OT LUX 07/20 EUR 9.74 15.6 –29.1 –31.4

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 07/20 USD 23.37 11.1 –24.3 –23.9

Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6

Eq. Gold Mines A OT OT LUX 07/20 USD 25.85 23.6 –13.1 –3.5

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 07/21 JPY 1739.12 11.1 –7.2 –16.4

Eq. Pacific A OT OT LUX 07/20 USD 8.53 33.6 –16.7 –17.6

Eq. US ConcenCore A OT OT LUX 07/20 USD 19.01 17.0 –17.1 –15.6

Eq. US Lg Cap Gr A OT OT LUX 07/20 USD 12.99 20.5 –29.5 –19.5

Eq. US Mid Cap A OT OT LUX 07/20 USD 24.37 21.6 –27.2 –18.3

Eq. US Multi Strg A OT OT LUX 07/20 USD 18.16 13.7 –29.1 –22.7

Eq. US Rel Val A OT OT LUX 07/20 USD 17.46 12.4 –28.6 –27.1

Eq. US Sm Cap Val A OT OT LUX 07/20 USD 13.70 5.9 –35.7 –31.4

Eq. US Value Opp A OT OT LUX 07/20 USD 14.05 8.4 –37.0 –31.1

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 07/20 USD 15.82 0.5 1.6 2.7

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 07/21 JPY 8791.00 2.2 –30.7 –36.6

YMR-N Japan Fund OT OT IRL 07/21 JPY 9789.00 3.7 –30.1 –33.6

YMR-N Small Cap Fund OT OT IRL 07/21 JPY 6850.00 6.7 –22.8 –35.5

n Yuki 77 Series
Yuki 77 General JP EQ IRL 07/21 JPY 6070.00 2.8 –33.1 –35.1

Yuki 77 Growth JP EQ IRL 07/21 JPY 5749.00 –2.8 –36.2 –39.3

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 07/21 JPY 6470.00 3.7 –30.7 –35.6

Yuki Chugoku JpnLowP JP EQ IRL 07/21 JPY 8119.00 –0.9 –24.8 –30.6

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 07/21 JPY 6868.00 1.5 –33.7 –35.9

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 07/21 JPY 4531.00 –0.4 –36.8 –36.2

Yuki Hokuyo Jpn Inc JP EQ IRL 07/21 JPY 5250.00 –0.5 –28.4 –30.7

Yuki Hokuyo Jpn Sm Cap JP EQ IRL 07/21 JPY 5043.00 7.2 –21.2 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 07/21 JPY 4285.00 0.8 –39.7 –38.9

Yuki Mizuho Jpn Dyn Gro OT OT IRL 07/21 JPY 4587.00 2.1 –39.5 –39.6

Yuki Mizuho Jpn Exc 100 OT OT IRL 07/21 JPY 6501.00 6.6 –33.4 –35.3

Yuki Mizuho Jpn Gen OT OT IRL 07/21 JPY 8297.00 3.4 –30.3 –35.5

Yuki Mizuho Jpn Gro OT OT IRL 07/21 JPY 6355.00 1.6 –29.3 –36.8

Yuki Mizuho Jpn Inc OT OT IRL 07/21 JPY 7605.00 –4.4 –32.7 –33.3

Yuki Mizuho Jpn Lg Cap OT OT IRL 07/21 JPY 4996.00 0.2 –32.4 –34.3

Yuki Mizuho Jpn LowP OT OT IRL 07/21 JPY 11728.00 3.5 –20.5 –28.4

Yuki Mizuho Jpn PGth OT OT IRL 07/21 JPY 7902.00 3.4 –33.4 –36.2

Yuki Mizuho Jpn SmCp OT OT IRL 07/21 JPY 6940.00 13.2 –22.1 –34.7

Yuki Mizuho Jpn Val Sel OT OT IRL 07/21 JPY 5629.00 8.4 –26.9 –31.0

Yuki Mizuho Jpn YoungCo OT OT IRL 07/21 JPY 2839.00 18.9 –29.0 –41.1

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 07/21 JPY 4820.00 7.1 –36.6 –37.2

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 07/21 JPY 5234.00 2.6 –31.9 –37.3
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n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 06/30 USD 1300.11 34.2 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 0.7 –8.8 –4.4
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 06/30 USD 123.48 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 07/17 USD 239.65 24.7 –67.0 –45.8

Antanta MidCap Fund EE EQ AND 07/17 USD 400.51 38.2 –75.2 –48.0
Meriden Opps Fund GL OT AND 07/15 EUR 75.42 –13.4 –28.1 NS
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
FUND NAME GF DATE CR NAV 1-WK 1-MO 1-Q 1-YR 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR
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FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
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NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 06/30 USD 1328.84 3.2 3.2 2.6 –18.0 –7.1

Advertisement [ INTERNATIONAL INVESTMENT FUNDS www.WSJ.com ] Advertisement

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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By Peter Spiegel

KIEV, Ukraine—U.S. Vice Presi-
dent Joe Biden told the Ukrainian
president that the Obama adminis-
tration continues to support Kiev’s
efforts to join NATO and other West-
ern organizations, a clear rebuke of
efforts by Russia to claim the former
Soviet republic as part of its sphere
of influence.

Although Mr. Biden didn’t men-
tion Russia by name on Tuesday, he
said the U.S. opposed any efforts by
outsiders to “dictate what alliances
you will seek” or bilateral relation-
ships Ukraine seeks to improve.

“If you choose to be part of Euro-
Atlantic integration, which I believe
you have, we strongly support that,”
Mr. Biden said at a news conference
with Ukrainian President Viktor
Yushchenko after the two met for an
hour and a half. “We do not recog-
nize, and I want to reiterate it, any
sphere of influence.”

Ukrainian, Georgian and some
Eastern European officials have ex-
pressed concern that President
Barack Obama’s attempts to “reset”
relations with Moscow, including re-
viving long-dormant nuclear-reduc-
tion talks, had put the emerging de-
mocracies on Russian’s border on
the back burner of U.S. foreign-pol-
icy priorities.

In addition to the nuclear talks,
the Obama White House is reliant on
Russia for its most important non-

proliferation priorities, including
blocking nuclear exports from
North Korea and halting Iran’s weap-
ons program. Nonproliferation has
emerged as central to the new ad-
ministration’s foreign policy.

But Mr. Biden’s trip, which was
uncharacteristically announced

weeks in advance and ahead of Mr.
Obama’s recent summit in Moscow,
is intended to allay those concerns,
and Mr. Yushchenko thanked Mr.
Biden for the “clear, consistent and
persistent policy” the Obama admin-
istration has outlined.

“We’d like to see these ties [to

Moscow] be successful, but of
course we don’t want to see this at
the expense of Ukraine or the cre-
ation of any zones of special inter-
est,” Mr. Yushchenko said. “It’s
particularly important for us to
have a very clear policy from the
U.S. in this regard, and I believe

the vice president will reiterate
this to the world.”

At his weekly news conference in
Moscow, Russian foreign-ministry
spokesman Andrei Nesterenko said
neighboring countries were free to
choose alliances and denied Mos-
cow was attempting to “usurp”
other nations’ international rights.

But he added that the U.S. should
keep Ukraine’s historical ties to Rus-
sia in mind, and said any new alli-
ances should be negotiated in the
open. “It’s important that this be
done transparently, without under-
the-carpet games and not at the ex-
pense of others’ interests,” Mr. Nest-
erenko said.

The leaders of Ukraine and Geor-
gia have expressed interest in join-
ing NATO, but the alliance failed to
formally give either country a
“membership action plan,” an offi-
cial road map to membership.
Their membership was a top Bush
administration priority, but the for-
mal invitations were blocked after
European objections.

Mr. Biden, who also met with
Ukrainian Prime Minister Yulia Ty-
moshenko and Russian-backed op-
position leader Victor Yanukovych,
is scheduled to give a major address
Wednesday in Kiev before flying on
to Tbilisi, Georgia, where aides said
he will give similar reassurances to
President Mikheil Saakashvili.
 —Gregory L. White in Moscow

contributed to this article.

By Matthew Rosenberg

NEW DELHI—The sole surviving
gunman in last year’s Mumbai ter-
ror attacks may have sealed his fate
with a dramatic courtroom confes-
sion Monday, but Pakistan’s determi-
nation and ability to dismantle the
group that plotted the assault re-
mains an open question.

Pakistan, after initially denying
any of its citizens took part in the
three-day assault that left more than
170 people dead, has in the past six
months sought to convince India and
the U.S. that it is doing everything in
its power to shut down the group re-
sponsible, Lashkar-e-Taiba.

“The Pakistani nation and its gov-
ernment fully understand the enor-
mity of the challenge,” said Farah-
naz Ispahani, a spokeswoman for Pa-
kistani President Asif Ali Zardari.
“This nation has paid in blood for its
commitment against terrorism.”

Indeed, five of the alleged plot-
ters arrested in Pakistan weeks after
the attack are to go on trial in the
coming days. And Pakistani officials
say Prime Minister Yousaf Raza Gi-
lani earlier this month gave his In-
dian counterpart a dossier detailing
what Islamabad knows about Lash-
kar’s involvement in the attack.

But the optimism engendered by
those moves has been tempered by
what U.S. and Indian officials see as
worrying signs of business as usual
in Pakistan, where previous at-
tempts to shutter Lashkar often
have stalled in the face of official in-
difference and, at times, connivance.

Lashkar’s co-founder, Hafiz Mo-
hammed Saeed, was released last
month from house arrest by a Paki-
stani court, which cited a lack of evi-

dence to hold him. And the group’s
infrastructure is still largely intact,
even if its leadership is in disarray,
say U.S. and Pakistani officials.

“Taking some of the top leader-
ship off the streets may have im-
paired the group’s activities, but ...
Lashkar has a pretty deep bench, and
so from an operational perspective it
cankeep going,” said Stephen Tankel,
an expert at King’s College London
who is writing a book on Lashkar.

The stakes are high in seeing a
long-term crackdown on Lashkar,
which is believed to have a few thou-
sand active members and many
more in reserve. Aside from the very
real chance of it again striking India,
the group, if left intact, could re-
main an obstacle to better relations

between India and Pakistan.
That, in turn, would likely ham-

per the fight against the Taliban by
keeping the bulk of Pakistan’s large
military focused on the border with
India, not the militants. Yet Lash-
kar’s long ties to Pakistan’s power-
ful security establishment and the
deep roots it has put down in rural
towns and villages through its char-
ity arm, leave the government with
a difficult challenge.

While the army and theInter-Ser-
vices Intelligence spy agency insist
they no longer support Lashkar, the
relationship remains ambiguous. An
ISI official acknowledged in an inter-
view that the spy agency still main-
tains informal contacts with Lash-
kar but insisted they were purely

monitoring the group, not aiding it.
“We don’t operate in a safe part of

the world,” the officer said. “It’s our
job to know what they are doing.”

U.S. and other Western officials
say they believe that some weapons
and money still flow to the group but
thattheaid islimitedandnot provided
on orders from top commanders.

Intelligence field officers and
Lashkar operatives “have had years
to develop friendships,” said a U.S.
official. “They have definitely been
growing apart. But the relationship
is still there on some level.”

Lashkar was one of a number of
Islamist groups once nurtured by
the ISI and used as a proxy against In-
dian forces in the divided Hima-
layan region of Kashmir and Afghani-
stan. Many of those groups have
now turned on Pakistan, launching
suicide attacks in cities and fighting
alongside the Taliban in the moun-
tains of the northwest. Lashkar, in
contrast, has remained focused on
India, India’s part of Kashmir and, to
a lesser extent, Afghanistan, say
U.S. and Pakistani officials.

With Pakistan’s resources being
stretched thin by the fight against
the Taliban and its militant allies, “it
is hard for us to devote what we
need to devote to winding up an or-
ganization like Lashkar,” said a se-
nior Pakistani official.

But, the official pointed out, Paki-
stan is at the very least taking action
against those it can link directly to
the Mumbai attack.

On Monday, the lone survivor
of the attackers, Mohammed Aj-
mal Kasab, a Pakistani being tried
in an Indian court, unexpectedly
asked to change his plea to guilty.
He then detailed how he had been

recruited and trained by Lashkar.
The case was adjourned Tuesday

while the judge decides whether to
accept his guilty plea and confession.
Before the adjournment, Mr. Kasab
described how he and a friend were
directed to a Lashkar office when
they sought training as bandits in
Rawalpindi, a city near Islamabad
that is dominated by the military.

Those offices still operate, just in
a more low-key way. A former Lash-
kar member who later went to work
for the group’s alleged charity arm,
Jamaat-ud-Dawa, said in an inter-
view last month that he was still
working with “the same people.”

Jamaat was shut down in Decem-
ber after the U.N. declared it a front
for terror. But officials say it has since
re-emerged under the guise of Falah-i-
Insaniat, which helped provide aid to
the more than two million people
who fled recent fighting between the
army and Taliban in the Swat Valley
of northwestern Pakistan.

Pakistan’s resolve to dismantle terrorist group is unclear

Biden assures Kiev on joining NATO
Vice president’s message from Washington is seen as counter to Russia’s efforts to expand its sphere of influence

Pakistani police escort Hafiz Saeed, co-founder of Lashkar-e-Taiba, outside a
Lahore courthouse in March. He later was released from house arrest.

ECONOMY & POLITICS

U.S. Vice President Joe Biden and Ukraine President Viktor Yushchenko plant a tree at a memorial in Kiev on Tuesday.
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Gl Eq Blend I GL EQ LUX 07/20 USD 10.39 11.1 –34.4 –28.4
Gl Growth A GL EQ LUX 07/20 USD 35.79 11.0 –35.1 –27.5
Gl Growth B GL EQ LUX 07/20 USD 30.01 10.4 –35.7 –28.2
Gl Growth I GL EQ LUX 07/20 USD 39.59 11.5 –34.6 –26.9
Gl High Yield A US BD LUX 07/20 USD 3.68 30.8 –7.4 –5.3
Gl High Yield A2 US BD LUX 07/20 USD 7.58 31.6 –7.3 –5.3

Gl High Yield B US BD LUX 07/20 USD 3.68 29.9 –8.6 –6.4
Gl High Yield B2 US BD LUX 07/20 USD 12.24 30.9 –8.2 –6.3
Gl High Yield I US BD LUX 07/20 USD 3.68 31.3 –6.7 –4.7
Gl Value A GL EQ LUX 07/20 USD 9.36 10.2 –35.0 –30.6
Gl Value B GL EQ LUX 07/20 USD 8.63 9.5 –35.6 –31.3
Gl Value I GL EQ LUX 07/20 USD 9.91 10.6 –34.5 –30.1

India Growth A - OT OT LUX 07/20 USD 103.24 NS NS NS
India Growth AX OT OT LUX 07/20 USD 90.14 56.0 5.3 –5.5
India Growth B - OT OT NA 07/20 USD 108.65 NS NS NS
India Growth BX OT OT LUX 07/20 USD 77.41 55.2 4.3 –6.5
India Growth I EA EQ LUX 07/20 USD 93.20 56.3 5.7 –5.2

Int'l Health Care A OT EQ LUX 07/20 USD 117.20 –0.2 –18.7 –15.5
Int'l Health Care B OT EQ LUX 07/20 USD 99.30 –0.7 –19.5 –16.4
Int'l Health Care I OT EQ LUX 07/20 USD 127.59 0.3 –18.0 –14.9
Int'l Technology A OT EQ LUX 07/20 USD 90.77 24.1 –23.3 –18.1
Int'l Technology B OT EQ LUX 07/20 USD 79.01 23.4 –24.0 –18.9
Int'l Technology I OT EQ LUX 07/20 USD 101.41 24.6 –22.6 –17.4
Japan Blend A JP EQ LUX 07/20 JPY 5680.00 5.9 –33.9 –31.1
Japan Growth A JP EQ LUX 07/20 JPY 5597.00 0.6 –34.0 –31.2
Japan Growth I JP EQ LUX 07/20 JPY 5738.00 1.1 –33.5 –30.7
Japan Strat Value A JP EQ LUX 07/20 JPY 5672.00 10.0 –34.9 –31.6
Japan Strat Value I JP EQ LUX 07/20 JPY 5802.00 10.5 –34.4 –31.0
Real Estate Sec. A OT EQ LUX 07/20 USD 11.49 7.7 –31.9 –27.0
Real Estate Sec. B OT EQ LUX 07/20 USD 10.55 7.1 –32.6 –27.7
Real Estate Sec. I OT EQ LUX 07/20 USD 12.30 8.1 –31.4 –26.4
Short Mat Dollar A US BD LUX 07/20 USD 6.90 4.1 –8.0 –9.7
Short Mat Dollar A2 US BD LUX 07/20 USD 9.14 4.3 –8.1 –9.8
Short Mat Dollar B US BD LUX 07/20 USD 6.90 3.9 –8.4 –10.1
Short Mat Dollar B2 US BD LUX 07/20 USD 9.12 4.1 –8.4 –10.2
Short Mat Dollar I US BD LUX 07/20 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 07/20 GBP 6.81 2.3 –14.1 –15.5
Andfs. Borsa Global GL EQ AND 07/20 EUR 5.59 –3.6 –29.2 –25.5

Andfs. Emergents GL EQ AND 07/20 USD 14.06 40.6 –23.1 –16.2
Andfs. Espanya EU EQ AND 07/20 EUR 11.69 8.0 –17.0 –18.0
Andfs. Estats Units US EQ AND 07/20 USD 12.83 5.2 –25.3 –20.4
Andfs. Europa EU EQ AND 07/20 EUR 6.70 3.3 –23.0 –23.7

Andfs. Franca EU EQ AND 07/20 EUR 8.25 –0.3 –23.4 –25.9
Andfs. Japo JP EQ AND 07/20 JPY 463.47 5.7 –27.4 –29.3
Andfs. Plus Dollars US BA AND 07/20 USD 8.65 2.6 –14.2 –10.6
Andfs. RF Dolars US BD AND 07/20 USD 10.71 4.8 –5.4 –2.4
Andfs. RF Euros EU BD AND 07/20 EUR 10.13 13.1 –3.2 –5.0

Andorfons EU BD AND 07/20 EUR 13.39 12.2 –5.1 –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 07/20 EUR 8.57 5.9 –17.9 –15.4
Andorfons Mix 60 EU BA AND 07/20 EUR 8.16 0.4 –27.0 –22.4

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 07/21 EUR 9.61 –4.6 –6.4 –3.1
DJE-Absolut P GL EQ LUX 07/21 EUR 179.60 2.5 –19.0 –16.3
DJE-Alpha Glbl P EU BA LUX 07/21 EUR 158.99 3.4 –14.6 –12.2
DJE-Div& Substanz P GL EQ LUX 07/21 EUR 187.04 6.9 –12.9 –13.4
DJE-Gold&Resourc P OT EQ LUX 07/21 EUR 144.60 10.6 –20.4 –11.3
DJE-Renten Glbl P EU BD LUX 07/21 EUR 125.49 4.9 4.5 1.3
LuxPro-Dragon I AS EQ LUX 07/21 EUR 137.23 47.8 7.5 –6.7
LuxPro-Dragon P AS EQ LUX 07/21 EUR 133.83 47.5 6.9 –7.7
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Chinese firm raising funds
stressing frontier markets

IN BRIEF

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

—Compiled from staff
and wire service reports.

HONG KONG—A new Chinese
government-backed investment
firm is raising two 4.5 billion yuan
($658.8 million) funds for invest-
ments focused on Chinese frontier
markets including Xinjiang, Tibet,
Heilongjiang and Yunnan, people fa-
miliar with the situation said.

The Fortman Fund, established
in February, has named Arthur Zhu,
a former managing director at
Credit Suisse Group’s Beijing office,
as chief executive, they said.

China has been fostering its own
homegrown private-equity industry
in recent years. According to the
Centre for Asia Private Equity Re-
search, there were at least 128 yuan-
denominated private-equity funds
launched from 2006 through the
end of June, raising US$7.84 billion.

Kingdom Holding reports
83% decline in earnings

Advertisement [ INTERNATIONAL INVESTMENT FUNDS www.wsj.com/funddata ] Advertisement
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CIT warns of bankruptcy if offer fails

A slump in copper prices
hits Freeport-McMoRan

By Joe Bel Bruno

Morgan Stanley has been named
as a primary financial adviser for
any public offerings or divestitures
for units of American International
Group Inc., according to documents
released by the New York Federal Re-
serve.

The New York Fed, which has
played a leading role in the govern-
ment bailout of AIG, said it paid Mor-
gan Stanley an initial $4 million advi-
sory fee along with $2.5 million
each quarter since October. The in-
vestment bank also can bill ex-
penses related to work done on be-
half of the insurer up to $5 million
without needing approval from the
New York Fed.

The documents also showed that
the Fed agreed to pay Ernst & Young
LLP as much as $60 million for its ad-
vice relating to AIG. The accounting
firm in September had a $40 million
limit before it was amended in May,
according to the documents.

Ernst & Young is charging $775
an hour for work done by partners
or executive directors. The New
York Fed will also reimburse Ernst &
Young for expenses related to AIG
work, not to exceed 10% of the
hourly fees charged.

AIG, Ernst & Young and Morgan
Stanley declined to comment.

Morgan Stanley has been advis-
ing on AIG’s sale of its 95% stake in
Nan Shan Life Insurance Co.

Last week, AIG shortlisted at
least seven bidders to buy the Tai-
wan insurer for about $2 billion. On
Tuesday, people familiar with the sit-
uation said the private-equity bid-
ders were teaming up with the Tai-

wanese bidders, as Taiwan’s finan-
cial regulator requested.

Carlyle Group LP will make its
bid with Fubon Financial Holding
Co., while Bain Capital LLC, Oaktree
Capital Management LLC and Mor-
gan Stanley’s private-equity unit
are in talks to join forces with Chi-
natrust Financial Holding Co., the
people said. Oaktree and the Mor-
gan Stanley unit weren’t among the
shortlisted seven reported last
week.

Primus Financial Holdings Ltd.
and MBK Partners Ltd. are still look-
ing for partners. Cathay Financial
Holding Co. can bid independently.

The New York Fed also said Mor-
gan Stanley will act as an adviser for
any sale of AIG’s stock or credit-de-
fault swaps by the central bank.

Though the fees paid to Morgan
Stanley so far might be small, the
bank is positioned to reap signifi-
cant fees once it helps to spin off AIG
units.

AIG said last week it will speed
up efforts to take its American Life
Insurance Co. unit public and pur-

sue a stock-market listing in New
York.

This comes as AIG has recently
engaged in talks with life insurer
MetLife Inc. for its flagship interna-
tional life insurance unit, known as
Alico. The unit operates in 50 coun-
tries, from Japan to Europe.

In addition, AIG also is pursuing
an initial public offering for its
American International Assurance.
That IPO is widely expected to be in
Hong Kong.

A sale or IPO of Alico and AIA
would allow the Fed to sell its stakes
in both companies and make some
money.

Separately, Morgan Stanley and
one of its former investment-ad-
viser representatives misled clients
and failed to disclose conflicts of in-
terest, according to charges filed by
the U.S. Securities and Exchange
Commission.

Morgan Stanley has moved to set-
tle and pay a $500,000 penalty. Wil-
liam Keith Phillips hasn’t entered a
settlement and will appear before
an administrative law judge.

Morgan Stanley gets AIG job
Bank will advise firm
on divestures, IPOs;
Ernst & Young’s fee

CMBS deals by mall firm
would be 1st using TALF

Without it, bondholders will be
hard-pressed to continue to provide
support for the lender, these people
said.

Indeed, $1.7 billion in debt pay-
ments is due by year’s end, and CIT
must pay off an additional $8 billion
in 2010.

The bondholders hope that by
taking steps to stabilize its finances,
CIT will be able to transfer more as-
sets from a holding company to its
bank in Utah. It can then raise cus-
tomer deposits to fund those assets.

First, CIT needs an exemption
from the Federal Reserve and a nod

from the FDIC. Earlier this year, the
regulators allowed a transfer of
$5.7 billion in student loans by CIT,
but more recently they have seemed
reluctant to grant additional trans-
fers. Bondholders hope, however,
that with a private-sector deal in
hand, the regulators will take a sec-
ond look and allow more transfers.

CIT has to find a way to borrow
funds cheaply, such that it can lend
at a profit. At an initial interest rate
of more than 10.5%, the emergency
loan is coming at a high cost to CIT,
which makes loans to many of its cus-
tomers at rates below 10%. One goal
of the debt swap is to reduce credit

concerns about CIT, potentially al-
lowing it to borrow more cheaply.

CIT lends to companies ranging
from restaurants and private
schools to clothing makers. It also
leases railcars, aircraft and equip-
ment, and it 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 about a year ago.
 —Kerry Grace Benn,

Jeffery McCracken
and Serena Ng

contributed to this article.

Continued from page 19

Freeport-McMoRan Copper &
Gold Inc.’s second-quarter profit
fell 37% as copper and molybdenum
prices slumped.

While dollar weakness has
helped copper prices pick up re-
cently and China’s growth buoys de-
mand, U.S. housing has shown little

sign of improvement. Freeport
posted earnings of $812 million,
down from $1.28 billion a year ear-
lier. Revenue dropped 32% to $3.68
billion amid the price declines.

Foreign private-equity firms are teaming up with local buyers to bid for Nan Shan
Life Insurance, a Taiwanese subsidiary of AIG.

assets, valued at $800 million each,
consist of some 50 shopping centers
across the country. These proper-
ties feature stable cash flow be-
cause they are occupied by discount
retailers who tend to attract more
business in a recession from price-
minded shoppers.

“The assets serve as good collat-
eral for risk-averse lenders,” said
David Oakes, chief investment of-
ficer at Developers Diversified, in an
interview Tuesday. “We can close
the first deal as soon as September.”

The Beachwood, Ohio-based com-
pany, which owns more than 700
shopping centers world-wide,
hopes to borrow more than $600
million against these asset pools,
meaning a loan-to-value ratio of
roughly 40%. During the frothy
years before the recession, banks
were willing to lend as much as 70%
of a property’s value because the
debt could be easily sold as CMBS.

With such a large cushion, the
two deals likely will be made up of
only triple-A-rated bonds, the ones
eligible for TALF funding. A conven-
tional CMBS deal, by contrast, was
diced up into different flavors of
bonds with some rated below invest-
ment grade. Investors who borrow

through the TALF program to buy
the Developers Diversified bonds
can expect a return of about 15%, ac-
cording to the company.

Developers Diversified hopes to
use the proceeds to refinance matur-
ing mortgages and generate new
capital. The TALF program, Mr.
Oakes said, is “helpful for us and
very important to help restart one of
the important means of financing.”

Other CMBS deals in the TALF
pipeline include those by mall own-
ers Westfield Group and Macerich
Co. and office building owner Vor-
nado Realty Trust, according to peo-
ple familiar with the matter. These
potential deals also are collateral-
ized by multiple properties owned,
possibly, by one owner. This reflects
the Fed’s intention to have a diversi-
fied pool of properties and also
banks’ reluctance to take on “ware-
house” risks associated with having
to pool together loans from many
borrowers. A spokeswoman at West-
field declined to comment. Repre-
sentatives at Macerich and Vornado
weren’t available for comment.

Meanwhile, real-estate industry
groups are lobbying for the Fed to ex-
tend the TALF program beyond its
current Dec. 31 sunset date, through
the end of next year.

Continued from page 19
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Kingdom Holding Co. said its sec-
ond-quarter net profit plunged 83%
from a year earlier as income from
its global investment portfolio con-
tinued to cramp its performance.

Still, the Saudi conglomerate, run
by billionaire Prince Alwaleed bin Ta-
lal, was in the black, compared with
its full-year loss for all of 2008.

The company said its latest net
fell to 92.1 million Saudi riyals
($24.6 million) from 534.7 million
riyals. The profit drop was the result
of a decline in dividend payments on
the company’s local and interna-
tional investment portfolio.
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By Anand Gopal

KABUL—A group of insurgents,
some of them in burqas, stormed gov-
ernment buildings in two eastern Af-
ghan cities Tuesday, leaving at least
15 dead, including eight attackers.
The attacks are the latest in a series
of complex assaults that mark a shift
in the Taliban’s tactics this year.

The incidents come as U.S. and Af-
ghan government forces push to se-
cure major cities and highways
ahead of the August presidential
polls. While beefed-up security has
kept Kabul safe from attacks so far
this summer, Tuesday’s events
show the insurgents are still capa-
ble of orchestrating complicated as-
saults in urban centers.

Six Taliban suicide bombers in
burqas raided the provincial gover-
nor’s compound and Afghan secu-
rity installations in the city of Gar-
dez, killing seven before being
killed themselves, said a provin-
cial spokesman.

Around the same time, two sui-
cide bombers attacked an airport in
the city of Jalalabad, according to a
provincial police chief. The pair
were killed before they were able to
harm anyone.

In Gardez, one attacker detonated
his suicide vest near the National Se-
curity Directorate, killing himself and
five Afghan security officials. Afghan
forces killed two others before they

could detonate their vests. Elsewhere
in the city, a pair of bombers tried to
enter the governor’s compound when
they were stopped by security
guards, local officials said. The bomb-
ers and two civilians were killed in the
ensuing gun battle. A sixth attacker
was shot dead near a police station.

Zabiullah Mujahed, a spokesman
for the Taliban, claimed responsibil-
ity for the attacks.

While suicide bombers have
tended to be lone attackers in years
past, this year the Taliban and allied
insurgent groups have increasingly
resorted to coordinated, multi-
pronged assaults. In May, 11 suicide
bombers targeted government build-

ings in the eastern city of Khost, leav-
ing 20 dead. In April, a trio of Tali-
ban guerrillas disguised as govern-
ment soldiers struck a government
office in Kandahar, killing 13.

But the government of Presi-
dent Hamid Karzai changed key se-
curity officials earlier this year and
officials say that the new security
team has made Kabul’s security a
priority by drawing on police from
surrounding provinces to guard
the city’s streets. In response, in-
surgents have shifted their sights
to less-fortified provincial capitals
such as Gardez and Khost, which
are small urban centers that are
easier to penetrate.

Afghan Taliban kill seven
Suicide bombers hit
government offices;
8 insurgents killed

Sweden official seeks price targets

By James Hookway

BANGKOK—U.S. Secretary of
State Hillary Clinton is due to attend a
Southeast Asia-based security sum-
mit on the Thai island of Phuket on
Wednesday in what diplomats from
both sides of the Pacific are describ-
ing as a revival of U.S. interest in a re-
gion comprising several major export-
ers, the world’s most populous Mus-
lim nation and 570 million people.

But discussions on strengthen-
ing Washington’s trade and security
ties with the 10-member As-
sociation of Southeast
Asian Nations, or Asean,
will likely be overshad-
owed by two long-running
problems in the region:
How to deal with a nuclear-
ized North Korea, and how
to persuade Myanmar’s mil-
itary junta to allow a de-
gree of democratic change
in the reclusive nation.

The U.S. has longstand-
ing ties to several South-
east Asian nations. U.S. troops are
on the ground in the Philippines
helping to train local soldiers as
they attempt to root out al Qaeda-af-
filiated terrorist groups. Similarly,
the U.S. has helped to train and
equip Indonesia’s counterterrorism
forces, which are now hunting for
the masterminds behind the bomb-
ings that killed nine people—includ-
ing two suicide bombers—at two ho-
tels in Jakarta on Friday.

Total trade between the U.S. and
Asean exceeded $178 billion in 2008,
and, in an opinion piece Mrs. Clinton
wrote and was published in Bangkok
newspapers Tuesday, she said “there
is no doubt that our economies’ for-
tunes and our nations’ futures are
more intertwined than ever before.”

Some regional diplomats see the
Asean group as the kernel of a
broader free-trade bloc spanning
the Pacific and also encompassing
China, Japan, South Korea. Mrs. Clin-
ton is scheduled to sign a nonaggres-
sion pact with Asean in Phuket, as
China did in 2003, which analysts
say could enable the U.S. to later en-
mesh itself within the so-called East
Asia Summit group, which includes
the 10 Asean members plus trade
partners China, India, Japan, South
Korea, New Zealand and Australia.

“America is shaping itself to be a
real player in the region again,” says
Thitinan Pongsudhirak, director of
the Institute of Security and Interna-
tional Studies at Bangkok’s Chula-
longkorn University. The U.S. is
once more engaging with East Asia
as a region rather than as a series of
bilateral agreements, he said.

To reinforce the point, senior
U.S. administration officials in
Bangkok said Tuesday the U.S. plans
to open a new diplomatic mission to
the Asean secretariat at its head-
quarters in Jakarta, Indonesia.

Former Secretary of State Condo-
leezza Rice skipped the annual
Asean Regional Forum, as it’s
known, two times in three years dur-
ing the second term of President
George W. Bush, partly because of
other pressing matters. But now,
one senior administration official
said, the U.S. is “trying to step up its
game” in Southeast Asia, a resource-
rich part of the world where China is
also trying to assert its diplomatic
and commercial power.

The region’s many political and
security problems frequently crowd
out trade and economic discussions,

however—particularly the question
of how to deal with North Korea.

Besides the U.S. and Asean, repre-
sentatives from China, the Euro-
pean Union, Japan, Russia and
South Korea will attend, along with
a host of ministers from other coun-
tries. Usually, North Korea’s foreign
minister attends, but this year
Pyongyang sent a roving ambassa-
dor in his place amid growing inter-
national criticism for its weapons
tests and an increasingly hard-line,
militaristic stance after North Ko-

rean leader Kim Jong Il fell
ill almost a year ago.

In Bangkok on Tuesday,
Mrs. Clinton said the
Obama administration was
concerned that North Korea
may have military ties to My-
anmar, although she didn’t
say if the concern was re-
lated to North Korea’s nu-
clear capabilities. “It would
be destabilizing for the re-
gion,” she told reporters.

A senior administra-
tion official said the U.S. was con-
cerned about the possibility that
North Korea could be assisting My-
anmar on a possible nuclear-weap-
ons program. But he added that
the U.S.’s intelligence on any sus-
pected transfer of nuclear technol-
ogy or military equipment from
North Korea to Myanmar was in-
complete.

A North Korean ship tracked by
theU.S.Navy inJuneandJuly on suspi-
cion of carrying a banned arms cargo
was rumored to be heading for Myan-
mar, but in the end never docked
there. U.S. and Asian diplomats say
Myanmar has become a transship-
ment point in recent years for North
Korean arms and contraband.

Mrs. Clinton suggested, how-
ever, that North Korea could still be
tempted back to talks on rolling
back its nuclearization policy. “But
they have to be willing to change
their behavior and agree to de-nucle-
arize North Korea … and we stand
ready to respond if we get any signal
that there would be a serious com-
mitment to doing that,” she said.

Myanmar, meanwhile, is a source
of constant embarrassment to
Asean. Regional analysts have said
Asean’s unwillingness to expel or
take other harsh measures against
the military-run, resource-rich coun-
try could affect the grouping’s abil-
ity to secure wider trade pacts with
some of its biggest trading partners.

Several Southeast Asian na-
tions, notably democracies Indone-
sia and the Philippines, have been
pushing the group to take a stron-
ger stance against the military
leaders in Myanmar, which is also
known as Burma. Indonesian For-
eign Minister Hassan Wirayuda
told the Associated Press on Tues-
day that elections that the Myan-
mar junta is planning for 2010
must include opposition leader
Aung San Suu Kyi. Ms. Suu Kyi, a
Nobel Peace laureate, is currently
on trial and faces up to five years
in prison on charges of violating
the terms of her house arrest by al-
lowing an uninvited American
guest to stay at her home.

“We should see whether from
now until 2010 [Myanmar] develops
a credible process leading to truly
democratic elections acceptable to
the international community,” Mr.
Wirayuda said.
 —Rachel Pannett

contributed to this article.

Southeast Asia attracts
increased U.S. interest

An Afghan soldier stands guard near a burqa used by an attacker in Gardez,
Afghanistan, in one of several coordinated Taliban assaults on Tuesday.
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By Joel Sherwood

STOCKHOLM—One of the archi-
tects of inflation targeting—now a
widely used central-bank policy—
says central banks should encourage
expectations that they will let prices
overshoot their target, and then do so.

That would help combat rising
unemployment and aid economic ac-
tivity around the world, Lars E.O.
Svensson, deputy governor of the
Swedish Riksbank, said in an inter-
view. He said he isn’t “concerned
about monetary policy getting too
expansionary now,” saying the costs
of potential deflation and high un-
employment would be greater than
that of higher inflation.

That message has extra reso-
nance because Mr. Svensson is one
of the intellectual authors of a the-
ory that says central banks that an-
nounce and try to meet published in-
flation-rate targets will have an eas-
ier time keeping inflation in check
than central banks that prefer to
have more flexibility when setting
their monetary policy.

Mr. Svensson stressed that un-
derlying price levels were a more ef-
fective target than inflation rates
for a central bank in the long run.

“He’s had a lot of influence at cen-
tral banks around the world,” said
Michael Woodford, a professor at
Columbia University and Mr. Svens-
son’s former colleague at Princeton
University. Mr. Svensson’s view also
contrasts with admonitions from Eu-
ropean Central Bank President Jean-
Claude Trichet, who last weekend
urged euro-zone governments to
cut back on public spending.

The flood of fiscal stimulus and
monetary easing—represented in
near-zero rates in the U.S., the U.K.
and Sweden, and euro-zone money
market rates below the ECB’s 1.0%
policy rate—has sparked a debate
among economists over whether a
dangerous bout of inflation lies
ahead or whether major economies
remain stuck in a deflationary liquid-
ity trap.

Mr. Svensson is in the latter
camp. Earlier this month, he argued
for the Riksbank to cut its main inter-
est rate to zero, objecting to the even-
tual decision of the other board mem-
bers to cut it to 0.25% from 0.50%.

But he did score a victory in that
the Swedish central bank set its de-
posit rate in negative territory. That
means that banks pay to store their
excess reserves with the Riksbank,
which gives them an extra induce-
ment to turn those reserves into
loans, rather than hoarding them.

“There is nothing strange about
negative interest rates,” he told the
other five Riksbank board members,
according to minutes from the July 1
meeting. Mr. Svensson has also advo-
cated currency depreciation, or at
least the prevention of rises in the cur-
rency’s value, as a tool against defla-
tion forsmaller countries like Sweden.

A weaker krona “is part of expan-
sionary policy and means that activ-
ity is higher and unemployment
lower in this country than they oth-
erwise would be,” he said. He empha-
sized that a weaker krona shouldn’t
be taken as a threat to trading part-
ners. Even if a weak krona would
make imports more expensive, he be-

lieves the boost to Sweden’s de-
mand would ultimately result in
more imports. “We can consume, in-
vest and import more,” he said.

However, that logic doesn’t ap-
ply to major economies, such as the
U.S., where a cheaper currency
doesn’t have much impact on domes-
tic demand but has a big impact on
the rest of the world as its large
amount of exports suddenly become
cheaper, he said.

Within Sweden, he said keeping
interest rates low will help moder-
ate job losses and some inflation
shouldn’t be feared. Prices are well
below the point where they should
be over the long run, he says, and a
rise in prices would represent a re-
turn to those long-term trends.

Mr. Svensson describes this con-
cept—price-level targeting—as a
benchmark with a “memory.” Most
central banks that have an inflation
target aim to get to the same level of
inflation, say 2%, whether or not in-
flation was far slower than that the
year before. By focusing on prices,
the central bank allows for inflation
to overshoot targets temporarily to
offset those occasions when it had
undershot inflation targets the year
before.

His idea fits with Swedish tradi-
tion. The Riksbank is the only cen-
tral bank—back in the 1930s—to tar-
get price levels rather than inflation
rates.

“Flexible inflation targeting is a
very good monetary policy regime,”
Mr. Svensson said. “Flexible price-
level targeting may be even better in
the long run.”

 —Christopher Emsden in Milan
contributed to this article.
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By Craig Karmin

The California Public Employ-
ees’ Retirement System, the U.S.’s
largest public pension fund, re-
ported a preliminary decline of
23.4% for the fiscal year ending in
June, marking its worst year ever.

The pension fund saw its value
fall by $56 billion from the previous
fiscal year to $180.9 billion.

“The result is not a surprise,” Joe
Dear, Calpers’s chief investment of-
ficer, said Tuesday in a prepared
statement. “The System has more
than enough cash through contribu-
tions and income from investments
to meet our present liabilities.” Still,
Calpers has signaled to its members
that they should expect higher con-
tribution rates in the future to make
up for market losses.

Some of Calpers’s worst-per-
forming assets were private or “al-
ternative” investments, which have

attracted the interest of many pub-
lic pensions and endowments in re-
cent years. Real estate was hardest
hit, falling an estimated 35.8%, and
private equity was next in line with a
31.4% decline. Figures for both cate-
gories reflected the 12-month pe-
riod ending in March.

Cash, up 1.4%, and the fund’s glo-
bal fixed-income, which earned
0.6%, were the only reported assets
to finish higher.

The value of the fund dipped as
low as $160 billion in March before
rebounding by about $20 billion in
the final three months of the fiscal
year, according to Calpers.

Separately, the California State
Teachers’ Retirement System, the
second-largest public fund, re-
ported a preliminary decline of 25%
for the fiscal year ended June 30,
2009, with its market value of assets
falling to $118.8 billion.

The fiscal 2009 results at Calp-

ers “would definitely give an indica-
tion of how other big funds will have
performed over the fiscal year,”
Mark Ruloff, director of asset alloca-
tion for consulting firm Watson
Wyatt Worldwide Inc., said ahead of
the report’s release.

Calpers estimated last fall that
an investment decline of 20% would
take a significant toll on its funding
status, which is its assets divided by
its liabilities, dropping that figure
to 68%, based on the market value of
assets.

Moody’s Investors Service said Fri-
day that it had put the triple-A rating
of Calpers on review for downgrade
for the first time. The review reflects
Calpers’s funding status and the dete-
riorating credit profile of California,
the pension fund’s major sponsor.

Moody’s also is considering low-
ering the triple-A rating of the Cali-
fornia State Teachers’ Retirement
System.

Calpers has its worst year: down 23.4%

Tata Steel, Suzlon sell GDRs
Indian companies
raise $608 million;
Tata Power is next
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By Colin Ng

And Leslie Shaffer

Japanese stocks closed at their
highest level in two weeks, and
other Asian markets generally rose
as technology stocks profited from

an upbeat earnings
outlook from Texas
Instruments in the
U.S.

“This is what we
call a liquidity-driven market. As
long as there is money coming in,
the market will still hold on [to
gains] for a while,” said Steve
Cheng, associate director at She-
nyin Wanguo in Hong Kong.

Sentiment also was boosted by
confirmation that U.S. lender CIT
Group had avoided bankruptcy. It an-
nounced it had entered a $3 billion
loan facility and was initiating a re-
capitalization plan.

Tech stocks were supported by a
solid outlook from Texas Instru-
ments, even though its second-quar-
ter profit dropped 56% on lower sales
and margins. In Tokyo, Nikon climbed
6.2% and Sharp rose 3%. Korea’s
Hynix Semiconductor added 2.7%.

But the container-shipping sec-
tor was awash with red. Neptune
Orient Lines shed 2.4% in Singapore
after reporting average revenue per

40-foot equivalent unit container
fell 29% year-to-year in the May 30
to June 26 period.

Japan’s Nikkei Stock Average of
225 companies added 2.7%, its larg-
est one-day gain in two months, to
9652.02 following a three-day week-
end. Makers of construction-ma-
chinery equipment were pulled up
by Bank of America Merrill Lynch’s
upbeat view on U.S. rival Caterpillar.
Komatsu gained 5.2% and Hitachi
Construction jumped 9.5%.

South Korea’s Kospi Composite
firmed 0.7% to 1488.99, its sixth con-
secutive rise. Car makers extended
gains on earnings optimism. Hyun-
dai Motor rose 3.6%, and Kia Mo-
tors gained 2.3%.

In Wellington, New Zealand’s
NZX-50 gained 1.9% to 2873.19, its
highest close in 8µ months. Sky City
surged 6.6% to its highest closing
level in 5µ months after the casino
operator upgraded fiscal-year earn-
ings guidance by as much as 17%.

China’s Shanghai Composite In-
dex bucked the upward trend, shed-
ding 1.6% to 3213.21 on liquidity fears
as China State Construction Engineer-
ing began taking orders for an initial
public offering. The listing could
raise as much as 50.16 billion yuan
($7.3 billion), which would make it
the world’s biggest IPO this year.

By Patricia Jiayi Ho

BEIJING—Chery Automobile
Co., China’s largest independent
auto maker by unit sales, has re-

sumed prepara-
tions for an initial
public offering be-
cause stock mar-
kets have recov-

ered, a spokesman said.
The Anhui province-based auto

maker submitted its application to
regulatory officials at the end of
March last year, but it shelved the

plans because of poor stock-market
conditions, spokesman Jin Yibo
said.

“We never gave up on our plans
to list,” he said.

Mr. Jin declined to say where the
company aims to list or how much it
hopes to raise. He also declined to
give a timeline for the listing.

Hong Kong’s Hang Seng Index
has risen more than 30% since the
start of the year, while the Shanghai
Composite Index has risen almost
80% from 2008.

China allowed new share listings

to resume last month after a morato-
rium on IPOs of nearly a year.

To help fund its development,
Chery this year raised 2.9 billion
yuan ($424.6 million) from domes-
tic investors including Bohai Indus-
trial Investment Fund Management
Co., CDH Investments and China
Huarong Asset Management Co.

Chery’s domestic sales in the
first half rose 56% from the same pe-
riod last year, but its exports de-
clined sharply, Mr. Jin said this
month, without giving details on the
drop.

By Prasenjit Bhattacharya

NEW DELHI—Tata Steel Ltd. and
Suzlon Energy Ltd. raised $608 mil-
lion through the sale of global depos-
itary receipts as global stock mar-
kets have become more hospitable
for Indian companies.

A third company, Tata Power
Co., announced plans to raise $250
million through a GDR sale.

Tata Steel, the world’s sixth-larg-
est steelmaker by capacity, raised
$500 million from the sale, includ-
ing a $100 million overallotment op-
tion because of strong demand.
Tata Steel said it will issue 65 mil-

lion GDRs, each representing one
share, at $7.644 apiece. They will
trade on the London Stock Ex-
change.

Suzlon brought in $108 million
through GDRs. The world’s fifth-
largest wind-turbine maker by ca-
pacity raised an additional $93.87
million by selling zero-coupon con-
vertible bonds.

Suzlon’s 14.6 million GDRs were
priced at at $7.40 apiece, but each
represents four underlying shares.
They will be listed on the Luxem-
bourg Stock Exchange.

Tata Steel, which took over An-
glo-Dutch steelmaker Corus in
2007, will use the funds to further
expand its oldest and largest plant
in the eastern Indian city of Jam-
shedpur, as well as for investments
in mining projects world-wide.

Suzlon didn’t spell out how it
will use the funds.

Tuesday’s GDR issues from Tata
Steel and Suzlon follow a $1.5 bil-
lion offer of American depositary
shares last week from mining com-
pany Sterlite Industries (India)
Ltd., a unit of London-based
Vedanta Resources PLC.

Indian companies, particularly
those in the infrastructure, capital-
goods and resources sectors, are
looking to raise funds for expansion
programs at a time when the coun-
try’s economy is showing signs of
revival and the government is push-
ing for more money for infrastruc-
ture.

Raising funds overseas is a
cheaper option than raising debt at
home for many companies.

“Companies can raise money
through the GDR/ADR route at al-
most half the cost of raising debt in
India,” said R.K. Gupta, managing
director of Taurus Mutual Fund.

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United States
citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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