
WANT TO HIDE? Expectations of a Conservative victory in the next election and an uncertain economy
have vexed U.K. Prime Minister Gordon Brown, seen at a Wednesday news conference. Pages 2, 32.
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Grim plea

Mumbai attacker confesses,
says he’s ready to be hanged
Economy & Politics, page 9

4 p.m. ET
PCT

CLOSE CHG

DJIA 8881.26 -0.39
Nasdaq 1926.38 +0.53
DJ Stoxx 600 215.65 +0.29
FTSE 100 4493.73 +0.28
DAX 5121.56 +0.54
CAC 40 3305.07 +0.07

Euro $1.4207 -0.15
Nymex crude $65.40 +1.05

Behind the podium, on a shaky platform Intel appeals
EU fine, cites
human rights

By Joe Bel Bruno

And Jessica Papini

NEW YORK — Morgan
Stanley’s strategy of dialing
down risk to pull itself out of
the financial crisis is coming
at a steep price.

The investment bank,
which narrowly averted a col-
lapse at the height of Wall
Street’s meltdown, reported a
third straight weak quarter.
Losses in all three of its major
business lines in the second
quurter came in sharp con-
trast to the rebounds playing
out for rivals such as Gold-
man Sachs Group Inc. and J.P.
Morgan Chase & Co.

Morgan Stanley’s ex-
penses rose faster than some
analysts expected, as the firm
paid up for employees it feels

it can’t afford to lose. Overall
compensation and benefits
rose 25% from last year’s first
quarter, to $3.9 billion, or 72%
of Morgan’s quarterly net rev-
enue of $5.4 billion.

So far this year, Morgan
has paid or set aside pay of
$5.9 billion, about 70% of reve-
nue. That compares with the
$11 billion set aside or paid at
Goldman Sachs, which last
quarter bounced back to
record profit and revenue
thanks to strong trading re-
sults. Because Goldman’s reve-
nues have been stronger, it
hasn’t set aside as big a por-
tion of revenue for compensa-
tion and benefits.

In the broad realignment
of the financial industry, Mor-
gan Stanley risks falling be-

Please turn to page 31

Discriminating Israel
The European Court of
Human Rights exposes an
old obsession. Page 13

News In Depth: Iraq’s reluctant leader emerges as an unlikely force
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What’s
News

ING is seeking buyers for its
private-banking business in
Europe and Asia, as the
Dutch bank looks to repay
its government rescue debt.
Potential bidders may in-
clude Credit Suisse and Stan-
dard Chartered. Page 19

n Glaxo hopes to supply
swine-flu vaccine by next
year as its second-quarter
profit climbed 12%. Page 3

n Pfizer posted a 19% drop
in its second-quarter earn-
ings, while Eli Lilly’s profit
rose 21%. Page 3

n Blue chips slipped as trad-
ers reassessed the recent
sharp rally in the markets
and amid an oil-price dip. Eu-
ropean shares rose. Page 20

n Bernanke said the Fed ex-
pects a U.S. recovery to start
off relatively slow as consum-
ers grapple with high debt and
home-price declines. Page 32

n Spain’s Iberdrola posted a
5.5% drop in quarterly profit
but said a pickup in electric-
ity demand could boost re-
sults later this year. Page 3

n Poland chose bidders for
Warsaw Stock Exchange and
unveiled plans to privatize
energy and mining compa-
nies as it tries to plug its
budget deficit. Page 19

n The EU approved Polish-
government assistance for
the famous Gdansk Shipyard
after a restructuring plan
was submitted. Page 7

n Deutsche Bank identified
incidents of “questionable” sur-
veillance activities but no sys-
temic misbehavior. Page 19

n Government incentives to
scrap old cars helped buoy
Fiat’s sales in Europe but
couldn’t stop the auto maker
from incurring a loss. Page 5

n GM’s global sales fell 15%
from a year earlier in the sec-
ond quarter but rose 20%
from the first quarter. Page 5

n Boeing’s profit rose 17% in
the second quarter, reflecting
a year-earlier charge and
strength in the plane maker’s
defense operations. Page 6

n The surviving gunman
from last year’s attacks in
Mumbai told an India court
he is ready to be hanged and
expects no leniency. Page 9

n Norsk Hydro posted a 73%
decline in profit and forecast
further cutbacks in the sec-
ond half of this year. Page 7

europe.WSJ.com

By Charles Forelle

BRUSSELS—Intel Corp.
appealed a billion-euro anti-
trust fine Wednesday. That
was expected. But among the
chip giant’s arguments is an
unlikely complaint: Its human
rights were violated.

Intel isn’t alone. A grow-
ing list of companies are rais-
ing the charge that the EU’s
vigorous antitrust watchdog
is running afoul of protec-
tions afforded by European
human-rights law.

The maneuver is some-
thing of a Hail Mary pass—no
EU antitrust appeal has won
on the argument. But it re-
flects the frustration of com-
panies faced with ever-mount-
ing fines from the EU’s anti-
trust watchdog.

Intel’s precise legal argu-
ments aren’t known; under
EU procedure, court case files
are closed to public inspec-
tion. A company spokesman
confirmed the company is
raising human-rights issues,
though he didn’t provide de-
tails. It will be more than a
year before the Court of First
Instance in Luxembourg
rules.

Also among those trying
the human-rights move are
Saint-Gobain Glass France
SA, a big glass maker that
swallowed an Œ899 million
($1.3billion)finelastyear,and
Schindler Holding Ltd., fined
Œ147 million for coordinating

bids for elevators. Rulings are
pending in the cases.

The argument raises a fun-
damental question: As the EU
regulator ratchets up fines,
does it cross the line from an
administrative organ to a
criminal court?

EU courts have long said
no, but some think it now has.
“There is no doubt that anti-
trust proceedings are crimi-
nal in nature,” says Arianna
Andreangeli of the University
of Liverpool, who cites the
size of the fines and their “de-
terrent and punitive” charac-
ter.

The issue calls into ques-
tion the EU’s practice of hav-
ing a politically appointed bu-
reaucrat—the current anti-
trust commissioner is Neelie
Kroes of the Netherlands—in
the role of prosecutor, judge
and jury.

Mrs. Kroes supervises in-
vestigations, and then de-
cides whether the target is
guilty and what the punish-
ment should be. Her decisions
are formally approved by all
the 27 EU commissioners, but
in practice they are rarely
questioned.

That kind of administra-
tive procedure was appropri-
ate four decades ago, when
the EU began handing out rela-
tively small fines, defense law-
yers say, but outmoded in an
era in which Mrs. Kroes has
made nine-figure penalties

Please turn to page 31

Morgan Stanley loss

comes with pay rises
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In the row over the fu-
ture of U.K. financial regula-
tion, the opposition Conser-
vatives have so far had the
better of the argument.
Their proposal to restore re-
sponsibility for macro- and
micro-prudential oversight
of banking to the Bank of
England isn’t just a reshuf-
fling of the bureaucratic fur-
niture. It is an important
step toward creating a stron-
ger framework for economic
stability. But like Labour, the
Tories have ducked the most
important issue: the optimal
mandate for the BOE’s Mone-
tary Policy Committee.

That’s surprising because
it is clear from the Conserva-
tives’ policy document that
they understand the scale of
the failure of the current re-
gime. It is abundantly clear
that the policy of using
short-term rates to meet an
inflation target isn’t suffi-
cient to deliver economic sta-
bility. An intellectual frame-
work that focused almost ex-
clusively on output gaps but
had little place for the role
of money supply and credit

growth has collapsed, leav-
ing the BOE rudderless. That
can be seen in its uncer-
tainty over what to do next
with quantitative easing.

Yet the Conservatives,
like Labour, have meekly
fallen into line with the con-
ventional wisdom on mone-
tary policy. Like Labour, the
Conservatives have opted to
create a new committee to

be responsible for financial
stability with separate pow-
ers, likely to include the abil-
ity to set capital levels and
control the growth of credit
to the economy. At worse,
this is a recipe for confu-
sion. It is possible to envis-
age a situation in which a
move by the Financial Stabil-
ity Committee to tighten
credit conditions was offset
by the MPC easing credit
conditions as it focused
purely on its inflation target.
The fact there would be over-
lap on the two committees
in the form of the governor
and deputy governor of the
BOE under the Conservative
proposals is no solution.

Ultimately, the answer
should be a single commit-
tee with responsibility for
both monetary policy and fi-
nancial stability, operating
under a new mandate. The
Conservatives understand
this. Politically, it is too sen-
sitive to admit this now, but
privately, a senior Conserva-
tive official admits such an
outcome is “inevitable.”

This is one reason why

the party is determined to
hand responsibility for bank
supervision to the BOE. At
least by housing both com-
mittees under the same roof
and under the chairmanship
of the BOE governor, there is
a framework in place for the
BOE to propose an appropri-
ate structure and mandate
for a beefed up single com-
mittee. Indeed, senior BOE
officials have been candid in
their assessment of the fail-
ures of the current frame-
work and have led the de-
bate over new policy tools.

In contrast, it is much
harder to see any construc-
tive solution arising out of
Labour’s proposals. Politi-
cally committed to their
1997 arrangements, they in-
sist on bank supervision re-
maining the responsibility
of the Financial Services Au-
thority. Overall responsibil-
ity for financial stability
would pass to a beefed up
version of the current failed
Tripartite system. That sug-
gests they remain blind to
the elephant in the room.

—Simon Nixon

European bonds beckon

U.K. to consider new stimulus next month
Central bank sees
recession easing;
end of bond buying?

Credit markets have
stepped back from the brink,
but the turmoil has left pock-
ets of opportunity in its
wake. An intriguing one per-
sists in some of the safest,
most liquid bonds in the mar-
ket: dollar-denominated se-
curities from triple-A-rated
European government-
backed agencies that offer
significant returns over
bonds from U.S. agencies
like Fannie Mae. Investors
should take a closer look.

Some dollar bonds from
issuers such as KfW, the Ger-
man development bank, the
European Union-backed Euro-
pean Investment Bank and
France’s Société de Finance-
ment de l’Economie Française
offer pick-ups of between 0.3
and 0.5 percentage points
over U.S. agency debt, despite
sharing the same ratings, Bar-
clays Capital points out.

In fact, the credit quality
of these European issuers is
arguably stronger than their
U.S. counterparts, given the
concerns over the U.S.’s tri-
ple-A status. Plus borrowers
like KfW have an explicit gov-
ernment guarantee while the

U.S. agencies don’t.
The key reason for the dif-

ferential is that U.S. agency
bonds have been buoyed by
purchases by the Federal Re-
serve, which has said it will
buy as much as $200 billion
of debt by the end of 2009
as part of its quantitative-
easing effort. Bonds from Eu-
ropean agency issuers
haven’t enjoyed such sup-
port, but this also means
they don’t face risks related
to the winding down of un-
conventional policies.

This yield differential is
likely to persist, largely be-
cause many U.S. funds are re-
stricted to U.S. Treasurys and
agency bonds, and others will
feel more comfortable with
domestic credits. That isn’t a
problem for European issuers
that can offset some of the
higher borrowing costs when
they swap the proceeds back
into euros, thanks to the con-
tinued strong demand from
European banks for dollars.
But it is good news for inves-
tors hunting for higher re-
turns while government bond
yields remain anemic.
 —Richard Barley

Financial Analysis and Commentary

U.K.’s monetary-policy issue

Bernanke calls job market, consumers key to U.S. recovery

U.K. Conservative Party
spokesman George Osborne

By Maya Jackson Randall

And Tom Barkley

WASHINGTON—Federal Re-
serve Chairman Ben Bernanke told a
U.S. Senate panel Wednesday that
the shape of the economic recovery
depends primarily on the evolution
of the labor market and the health of
the American consumer.

In the second day of his semian-
nual congressional testimony on
monetary policy, Mr. Bernanke added
that Fed officials expect a recovery to
start off relatively slow, partly be-
cause consumers are grappling with
high debt and housing price declines.

“We don’t expect the consumer
to come roaring back by any means,”
Mr. Bernanke said, adding that the
American consumer isn’t going to
be the source of a global boom.

He said U.S. officials are encour-
aging trading partners in Asia and
elsewhere to substitute their own
domestic demand for the American
consumer. The U.S. is seeing, for in-
stance in China, “some motion in
that direction,” Mr. Bernanke contin-
ued, highlighting China’s large fis-
cal-stimulus package.

Mr. Bernanke also urged sena-
tors to strengthen the central bank’s
mandate to protect consumers de-
spite acknowledging a poor history
in that role. “I think there are steps
that could strengthen the institu-
tional framework that could ad-
dress your legitimate concern about
the long-term commitment of the
Fed to this particular area,” he told
the Senate Banking Committee.

While he said the Fed didn’t act
quickly or aggressively enough to

address consumer-protection ar-
eas in the past, it recently has
shown it has the ability and exper-
tise to be effective.

To ensure the Fed maintains that
commitment, he said Congress
could add consumer protection as a
mandate in the Federal Reserve act,
along with price stability and full
employment. Legislation also could
require regular reports and hear-
ings to Congress to ensure the Fed is
adequately protecting consumers
or strengthening the status of the
Fed’s consumer-advisory panel.

The Obama administration has
proposed setting up a new con-
sumer-protection agency, giving it
powers currently held by the Fed
and other regulators. When asked
by committee Chairman Chris Dodd
about the fact that the Fed’s Term

Asset-Backed Securities Loan Facil-
ity, set up to support the securitiza-
tion market, wasn’t extended along
with other programs recently, Mr.
Bernanke noted that it isn’t sched-
uled to run out until Dec. 31.

He said the TALF program would
be extended if the markets still re-
quire support. Mr. Dodd, a Connecti-
cut Democrat, urged Mr. Bernanke
to announce any decision on extend-
ing the program as soon as possible
to give the market predictability.

Mr. Bernanke also said that with-
out the $700 billion Troubled Asset
Relief Program, the recession would
have been very deep and protracted
and almost like a depression.

Mr. Bernanke declined to wade
into how to expand America’s health
coverage and improve care, beyond
urging that the issue of cost remain

on the “front-burner.”
He added that troubles in both

the commercial- and residential-
real-estate markets could continue
to cause problems at banks.

“The systemic risks today I think
come from the fact that the financial
markets are still unstable,” he said.

Sen. Charles Schumer (D., N.Y.),
meanwhile, said CIT Group Inc.’s
problems have made it clear that
small businesses remain vulnerable,
and he pressed the central bank to do
more to help smaller firms get loans.

In response, Mr. Bernanke
agreed that banks are cutting off
borrowers who can repay. He added,
though, that banks’ loan terms are
likely to be tougher as a result of the
crisis and that helping small busi-
nesses is “one of the toughest areas”
for the central bank.

By Natasha Brereton

And Joe Parkinson

LONDON—The Bank of England
will review next month whether to
give new stimulus to the U.K., where
it sees signs the recession is easing,
according to minutes of its most re-
cent policy meeting.

However, other news showed the
strength and timing of the U.K. eco-
nomic rebound remained in doubt.
A leading business group warned

Wednesday of slumping order in-
flows, while Prime Minister Gordon
Brown cautioned that “economic re-
covery cannot be taken for granted
either here or abroad.”

The Bank of England’s Monetary
Policy Committee voted unanimously
to keep interest rates unchanged, ac-
cording to the minutes of its July 8-9
meeting released Wednesday. The
minutes also showed the committee
opted to keep a £125 billion ($205 bil-
lion) target for purchasing bonds as a
way to pump extra liquidity into the
economy, a process known as quanti-
tative easing. The committee agreed
there wasn’t enough evidence to
change the £125 billion target.

At the same time, the central
bank is leaving the door open to re-

visit the possibility of expanding
quantitative stimulus. On Aug. 12, it
will publish its next inflation report,
often used as a platform from which
to announce policy shifts. “Assum-
ing no big data surprises, the bank
could well be finished with quantita-
tive easing,” said George Buckley,
U.K. economist at Deutsche Bank.

Since mid-2007, the Bank of Eng-
land has cut interest rates from
5.75% to the current low of 0.5%, pro-
vided financial institutions with
£185 billion in long-term liquidity
support through its Special Liquid-
ity Scheme, pumped further tempo-
rary funding into the banking sys-
tem and earlier this year launched
its bond-purchasing program.

Speaking at a news conference,

Mr. Brown said expansionary mone-
tary policy has “made a difference”
in softening the recession.

For its part, the government has
poured about £20 billion into the
economy since last autumn through
spending hikes, tax cuts, automo-
tive subsidies and other stimulus
measures. The MPC noted a
“marked contrast” between the
sharper-than-expected contraction
in the economy early in the year and
the more “encouraging” indicators
from the second quarter, the min-
utes showed. The newest monthly
survey by the Confederation of Brit-
ish Industry showed contraction in
U.K. manufacturing output eased in
July, but order books hit their low-
est level in 17 years.
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Confederation of British Industry’s 
monthly survey; the balance 
between manufacturers seeing 
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–60

2008 ’09

–45

–30

–15

0%

Orders

Output

Email: heard@wsj.com

32 THURSDAY, JULY 23, 2009 T H E WA L L ST R E ET JO U R NA L .



Ashby, Ian ...................... 25
Ashworth, Jonathan .... 21
Atkins, Howard ............. 21
Babayan, Sergey ........... 23
Bajaj, Inder ...................... 8
Bannister, Clive ............ 22
Berlusconi, Silvio ............ 6
Bernanke, Ben ............... 20
Bohndorf, Michael ........ 19
Börsig, Clemens ............ 19
Brandtzaeg, Svein Richard

........................................ 7
Buckley, George ............ 32
Butler, Eric ................... 23
Chan, Peter .................... 24
Chesler, Matt ................. 4
Christensen, Lars ......... 22
Cluts, Jonathan ............. 29
Clyne, Cameron ............. 24
Collins, Timothy .............. 5
Condon, Tim ................. 31
Danyong, Sun ................ 30
Davis, Richard .............. 21
Dawes, Paul .................. 29
De Beer, Marthin ......... 30
DiGiovanni, Mike ............ 5
Doerr, John .................... 29
Dunleavy, Patrick ............ 2
Fornaro, Bob .................... 6
Freeman, Roger ............. 31

Funtleyder, Les ............... 3
Galán, Ignacio ................. 3
Golvin, Charles .............. 29
Greven, Marc ................... 5
Haas, Marius ................. 30
Heap, Alan ....................... 4
Hoather, Tracy ................. 2
Homann, Jochen ............. 5
Jones, David .................. 20
Jordan, Gary .................... 2
Kalam, A.P.J. Abdul ........ 8
Kawai, Kazuhiko ............. 8
Kelleher, Colm ............... 31
Kim Min-hwan .............. 12
Kirch, Leo ....................... 19
Lamberti, Hermann-Josef

..................................... 19
Lascelles, Eric ............... 20
Lee, James ................... 30
Levy, Maurice .................. 4
Mabbutt, Martin ........... 25
Mack, John ................... 31
Marchionne, Sergio ........ 5
McLucas, William ......... 23
Meshulam, Yossi .......... 30
Meyer, Henry III ............ 21
Nadar, Shiv ...................... 7
Nadol, Joseph .................. 6
Neporent, Mark ............... 8

Nooyi, Indra ..................... 8
Pearson, Steven ............. 2
Perry, Richard ............... 23
Premji, Azim ................... 8
Ren Xianfang .................. 4
Rexworthy, Chris ............. 2
Rosenfeld, David .......... 23
Sable, David ................... 4
Schenz, Rafael .............. 19
Schmitt, Wolfram ......... 19
Sethna, Zaab ................. 17
Shearing, Neil ............... 21
Shimizu, Toshikiyo ......... 8
Shing, Edmund .............. 20
Silberston, Russell ......... 2
Sorrell, Martin ................ 4
Spencer, Helen .............. 24
Starr, Linda ................... 30
Tihanyi, Sacha .............. 20
Todd, Jonathan ............... 5
Tzolov, Julian ................ 23
Uys, Pieter ...................... 8
van Pittius, Werner Gey

..................................... 21
Weichert, Ronald .......... 19
Wells, James M. III ....... 21
Wheatley, Martin ......... 24
Wirt, Ken ....................... 29
Witcombe, Jason ............ 2
Witty, Andrew ............... 3
Wyatt, Marina ................ 7

4Home .......................... 29
Acer ............................. 30
Advanced Micro Devices

............................. 30,31
Aeroflot .......................... 8
AirTran Holdings ............ 6
Allianz SE ................... 20
American Express .......... 4
Anheuser-Busch InBev .. 4
Apple .................. 20,29,30
AstraZeneca ................ 20
Asustek Computer ...... 30
Aviva ........................... 24
Avon Products ............... 8
Bank of America .......... 23
Bank of China (Hong

Kong) ....................... 24
Bank of New York

Mellon ....................... 20
Bank of East Asia ....... 24
BB&T ........................... 22
Beijing Automotive

Industry Holding ........ 5

BHP Billiton ....... 20,24,25
Boeing ........................... 6
BT Group ....................... 8
Cerberus Capital

Management ............. 8
Cerberus Capital

Management LP ......... 3
China Petroleum &

Chemical .................. 24
Chrysler Group .............. 5
Cisco Systems ....... 29,30
Citigroup ..................... 31
Cleary Gottlieb Steen &

Hamilton .............. 19,20
Comcast Corp. ............. 29
Commonwealth Bank .24
Continental Airlines ...... 8
Credit Suisse Group

............................. 19,23
Dell .............................. 30
Delphi .......................... 31
Delta Air Lines ............. 6

Deutsche Bank ........ 19,20
Deutsche Boerse ........ 22
Eli Lilly ........................... 3
Enea ............................ 22
Energa .......................... 22
Etisalat DB Telecom ..... 8
European Aeronautic

Defence and Space .... 8
Fiat ................................. 5
GAZ Group ..................... 5
Gazprom ...................... 22
General Electric .......... 29
General Motors ...... 4,5,31
Genzyme ................... 3,20
GlaxoSmithKline ....... 3,20
Goldman Sachs Group

........................... 1,3,22
Grupa Lotos ................ 19
Guangzhou Automobile

Group .......................... 5
Hasbro ........................... 4
HCL ................................. 7
Hewlett-Packard ..... 29,30
Hon Hai Precision

Industry .................... 30
HSBC Holdings ............ 22
Iberdrola ........................ 3
iControl Networks ....... 29
Industrial Union of

Donbass ...................... 7
ING Groep .................... 19
Intamac Systems ....... 29
Intel ................................ 1
Interpublic Group ........... 4
J.P. Morgan Chase .... 1,22
Kazakhmys ................... 20
KeyCorp ....................... 21
KGHM Polska Miedz ... 19
King Pharmaceuticals 23
Kokusai Kogyo Holdings

................................... 8

Kraft Foods .................... 4
Lenovo Group .............. 30
LG Electronics ............... 8
London Stock Exchange

Group ....................... 22
Lonmin ........................ 20
Magna International .... 5
Mahindra & Mahindra .. 8
Marriott International 30
Mattel ........................... 4
Mediaset ........................ 6
Microsoft .................... 29
Morgan Stanley ....... 1,20
Mylan .......................... 23
Nasdaq OMX Group ..... 22
National Australia Bank

.................................. 24
Newcrest Mining ........ 24
News Corp .................... 6
Nokia ............................. 7
Norsk Hydro ............. 7,20
Nortel Networks ............ 7
NYSE Euronext ........... 22
Omnicom Group ............ 4
Patnow-Adamow-Konin

.................................. 22
Pepsi Bottling Group ..... 8
PepsiCo ......................... 8
PepsiCo Americas .......... 8
Perry ............................. 23
PetroChina ................... 24
Pfizer .............................. 3
Polska Grupa

Energetyczna ........... 22
Polycom ....................... 30
Posco ............................ 24
Procter & Gamble ......... 3
Publicis Groupe ............. 4
Qatar Telecom ............. 25
RAI ................................. 6
Reliance

Communications ......... 8

Research In Motion .7,30
RHJ International ......... 5
Rio Tinto ............. 4,25,31
Ripplewood Holdings .... 5
Royal Dutch Shell ......... 4
Saint-Gobain Glass

France ......................... 1
Sameday ....................... 2
Samsung Electronics .... 8
Sberbank .................. 5,22
Schindler Holding .......... 1
Shire ............................ 20
Siemens ........................ 7
Sony ............................. 30
Southwest Airlines ....... 6
Standard Chartered .... 19
Starbucks ..................... 20
St. Jude Medical ......... 20
SunTrust Banks ...... 20,21
Tandberg ..................... 30
Tauron ......................... 22
Tech Mahindra ............... 8
Tele2 ......................... 8,20
Telecom Italia ................ 6
Teliris ........................... 30
ThyssenKrupp ................ 4
TomTom .................... 7,20
Tyco International ....... 29
UBS .............................. 19
U.S. Bancorp ........... 21,22
Vale ................................ 4
Vodacom Group ............ 8
Vodafone Group ....... 8,25
Vodafone Qatar ........... 25
Warner Chilcott ............. 3
Warsaw Stock Exchange

.................................. 19
Wells Fargo & Co. .. 20,21
Wipro ............................. 8
WPP ............................... 4
Yahoo ........................... 20

By Alistair MacDonald

And Neil Shah

LONDON—The U.K. faces a vex-
ing problem as it battles the reces-
sion: Many investors, companies
and individuals are convinced the
opposition Conservatives will win
the next election—and they are de-
laying crucial decisions until a new
government takes over, expected by
June.

The Tories are as much as 17 per-
centage points ahead of Labour in
some opinion polls, and many inves-
tors are already looking beyond
Prime Minister Gordon Brown’s La-
bour government. Nearly everyone in
the U.K.—except Mr. Brown and the
Labour Party—expects a Conserva-
tive Party victory. In a preview of the
2010 vote, the Conservatives are ex-
pected to win Thursday’s special elec-
tion for a parliamentary seat vacated
by a Labour lawmaker who resigned
over accusations that he had abused
the parliamentary expense system.

The notion that big institutions
are waiting around for an inevitable
Conservative government is caus-
ing uncertainty—and in some cases
gridlock—in boardrooms, markets
such as currency exchange, and
other areas where key players are
wary of making a big move while La-
bour is still in power.

Adding to the uncertainty, mys-
tery remains about what exactly the
Conservatives and their leader, David

Cameron, would do with a win in the
elections, which must be held by
June. The Tories have kept mum
about details of their plans for areas
such as budget cuts and taxation be-
cause they don’t want to give their op-
ponents too much time to attack.

When the Conservatives do
make a detailed policy pronounce-
ment, it has an impact. Earlier this
week, the party said it would kill the
Financial Services Authority and
shift many of its responsibilities to
the Bank of England. In the eyes of
many, that statement rendered the
FSA a lame duck—just as it is sup-
posed to be engaging in the global
debate over regulatory reform.

As Parliament went home for the
summer this week, hopes dimin-
ished that the government will be
able to tackle any big issues over the
next year. The coming year will be
mostly about politics, analysts say.

“The general election is making
it almost impossible for people in
politics to be frank about the need to
respond to the fiscal crisis,” says
Patrick Dunleavy, a professor of po-
litical science and public policy at
the London School of Economics.
“And that’s making it hard for other
people to make decisions.”

Mr. Brown on Wednesday
brushed aside suggestions that his
party would lose. “People have to
know that what we are doing [to
help the economy] has results, and
it takes time for these results to
come through,” he said. “Then peo-
ple will see very clearly the choice
between the parties.”

Pundits have called British elec-
tions before, only to be proved
wrong. “Businesses I speak to,
though well aware of the opinion
polls, are certainly not assuming a
Conservative victory,” argues
Stephen Timms, a government Trea-
sury minister. “The Tories have strik-
ingly failed to articulate a vision for
Britain, or a coherent set of poli-

cies,” he says.
But bond and currency traders

are watching Tory announcements
closely when weighing investment
decisions.

“We’re assuming that [the Tories]
are going to be the next government,
so you have to listen to what they’re
saying,” says Russell Silberston, head
of global interest rates at Investec As-
set Management in London.

People like Mr. Silberston are for-
aging for clues to what Conserva-
tive pronouncements mean. Last
week, his team heard reports that
the Conservatives were studying
both Tory budgets from the early
1980s and the large cuts in Canadian
public spending in the mid-1990s.
They began to look at those periods
to see by how much deficits were re-
duced, and how that was achieved.

Some markets fear a “hung Par-
liament,” in which the Conserva-
tives win, but lack enough political
support to push through a bold

agenda. If doubts increase about the
next government’s ability to tackle
the ballooning budget deficit, the
British pound and prices of U.K. gov-
ernment bonds could be in for a
nasty spill.

“What really matters from here
is whether the next government is
strong or weak,” says Steven Pear-
son, a currency analyst at Bank of
America Merrill Lynch in London. In
a sign of worry over Britain’s fi-
nances, the gap between the yield
on U.K. government bonds and rela-
tively safe German debt has been
widening lately. On Wednesday, the
spread stood at 0.48 percentage
point, close to its high for the year of
0.51 percentage point on Feb. 27.

Fears of legislative deadlock
come at a dangerous time for the
U.K.’s finances. In May, Standard &
Poor’s Ratings Services warned Brit-
ain it could lose its triple-A credit
rating if it didn’t soon make efforts
to address its fiscal problems. S&P
said it will revisit the rating issue af-
ter the general elections, effectively
tying sterling’s fate to the vote in
the minds of many investors.

For many businesses, especially
small firms, the lack of clarity
makes planning harder. “We are in
limbo,” says Tracy Hoather, manag-

ing director of Sameday PLC, a cou-
rier service based in Cheshire, in
northwest England. Ms. Hoather
mentions both Labour’s and the Con-
servatives’ lack of clarity on environ-
mental policies such as charges on
waste and use of the roads, areas
that would hit her business.

The pound’s volatility is making
it more costly and harder to plan for
customers of South African wine
producer Jordan Wine Estate. Chief
Executive Gary Jordan recently set
up a London restaurant, but says he
is holding back on further invest-
ment in Britain because he doesn’t
know where he stands on issues
such as tax incentives. “If the world
wants to recover you can’t have po-
litical parties holding their cards to
their chest,” he says.

The Conservatives did spell out
their plans this week in one crucial
policy area, financial regulation. The
party said it would give the FSA’s
banking oversight to the Bank of Eng-
land and merge its consumer-protec-
tion duties with another body.

That will “create a planning
blight on new regulatory initiatives
and a career blight for those em-
ployed at the FSA, with the uncer-
tainty increasing the rate of attri-
tion,” says Chris Rexworthy, an ex-
pert in regulation at London-based
IMS Consulting and a former FSA
regulator.

The move has caused anger at
the FSA, where some believe their
ability to make Britain’s voice heard
at international forums discussing
the future shape of regulation has
been hurt by their status as a poten-
tially dead institution.

Some individual investors are
frozen too. “Where there is any un-
certainty, people are usually hap-
pier to delay than take some action,
particularly when it concerns invest-
ing or spending money,” says Jason
Witcombe, who advises individuals
on issues such as investments, pen-
sions and tax. His London-based
firm, Evolve Financial Planning, has
seen an increase in customers who
are putting planning on hold amid
uncertainty about what a future gov-
ernment might do.

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

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

This index of businesses mentioned in today’s issue of The Wall Street Journal Europe is intended to include all significant references to compa-
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U.K. investors delay action until elections
Decisions are put off
as businesses await
Conservative victory

The Conservative Party’s leader, David Cameron, is widely assumed to be the
prime minister in waiting. What his party will or can do with a victory is less clear.

Stimulus on the table
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Intel appeals EU antitrust fine

Morgan Stanley pays price for caution

U.S. agency takes over Delphi’s pensions

China, U.S. to discuss
plans to fight inflationhind during one of the biggest mar-

ket-share grabs in history. The New
York-based bank’s management be-
lieves the company’s strategy to
slash risk and build a more stable
franchise will pay off in the end.

“The story for Morgan Stanley is
that 2009 would be a year of transi-
tion,” Chief Financial Officer Colm
Kelleher said in an interview.
“You’ve seen the height of the noise
this quarter, and you’re going to
start seeing us coming into
smoother earnings.”

Indeed, that transition
hangs on the company’s tak-
ing control last quarter of
Citigroup Inc. brokerage
unit Smith Barney and the
influx of nearly $7 billion in
new capital. But those steps
seemed muted behind a
complicated quarterly re-
port mired in accounting
items and weakness at Mor-
gan Stanley’s wealth-man-
agement and institutional-
securities businesses.

Morgan Stanley took an $850 mil-
lion hit to repay $10 billion received
under the Treasury Department’s
Troubled Asset Relief Program, a
step Goldman and J.P. Morgan com-
pleted without much of an earnings
impact. It also racked up $2.3 billion
in charges from an improvement in
the company’s own debt.

“Morgan Stanley might be a little
hamstrung in the near future, but
there is real opportunity for them,
and the trends are in their favor,”
said Roger Freeman, an analyst with

Barclays Capital. “Morgan Stanley
has slipped on the securities side be-
cause they haven’t stepped back into
the game as aggressively as Goldman
Sachs in equities and fixed income,
and it’s showing in their results.”

Net income attributable to the
company was $149 million in the lat-
est quarter, compared with the year-
earlier’s $1.14 billion. On a per-share
basis, which incorporates the hits
from TARP repayment and debt im-
provement, it posted a loss of $1.10 a
share. Revenue decreased 11% to

$5.41 billion.
Analysts surveyed by

Thomson Reuters had ex-
pected a 49-cent loss on rev-
enue of $5.35 billion.

In a statement on
Wednesday, Chairman and
Chief Executive John Mack
said if it weren’t for the ac-
counting items, the bank
would have been “solidly
profitable.” But, he said, he
was “not satisfied” with
the performance in areas

such as fixed-income trading and as-
set management. The bank also con-
tinued to be hammered by real-es-
tate bets made just before the finan-
cial crisis, which hurt its merchant-
banking business.

Morgan Stanley’s institutional-
securities business, which includes
capital markets and investment
banking, swung to a loss as revenue
declined 24%. The segment also re-
ported lower advisory revenue.

Though fixed-income revenue
surged 44% to $973 million in the
quarter, it was still well below the

$6.8 billion generated by Goldman
and $4.9 billion from J.P. Morgan.
Morgan Stanley has already taken
some steps to reverse fortunes in
this area after shaking up manage-
ment of the business.

Mr. Kelleher acknowledged the
bank “could have applied more capi-
tal” in the interest-rates and foreign-
exchange businesses, and it plans to
do so going forward.

The area has strong potential for
the bank. “There are only one or two
pure-play dealers left in the coun-
try, and Morgan Stanley stands to
benefit from facilitating capital mar-
ket transactions,” Mr. Freeman said.
 —Kerry Grace Benn

and Aaron Lucchetti
contributed to this article.
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On the case | European Union antitrust process

3 Mrs. Kroes decides 
whether to bring a 
case based on the 
case team's work

1 EU competition commissioner Neelie Kroes supervises a case 
team, which investigates potential offenses by companies

A hearing officer, who also reports to Mrs. Kroes, holds a closed-door 
hearing that gives the company a chance to present its defense 

If a potential offense is found...

4 European Commission (27 
political appointees including 
Mrs. Kroes) issues a formal 
decision; in practice the body 
follows Mrs. Kroes's lead

5
The company can appeal fines to 
judges at Court of First Instance 
in Luxembourg 

2

DEFENSE

common. Intel holds the dubious
record for a single fine: Œ1.06 billion,
for using a variety of tactics to box
Advanced Micro Devices Inc. out of
the market for computer micropro-
cessors.

When it comes to a billion-euro
fine, says Denis Waelbroeck of
Ashurst LLP in Brussels, “you expect
a judge to decide.” In the U.S., admin-
istrative law judges or federal dis-
trict judges hear complaints
brought by antitrust regulators.

In recent months, the human-
rights question—it’s generally
agreed that in certain contexts the
laws apply to corporations too—has
been debated by lawyers and aca-
demics at conferences and in pa-
pers.

The European Convention on Hu-
man Rights, a treaty signed by all EU
countries, sets out standards for
criminal proceedings, among them
a fair hearing by an “independent
and impartial tribunal.”

But commission officials argue
that the regulator doesn’t need to be
an impartial tribunal, and EU courts
have agreed. “Each and every deci-
sion can be appealed” to the Court of
First Instance in Luxembourg, which

is independent, says Jonathan Todd,
spokesman for Mrs. Kroes.

He adds that the commission has
“very, very strict safeguards for de-
fendant’s rights,” including an inter-
nal “devil’s advocate” panel that
stress-tests potential cases and a
hearing at which companies can
present their defense.

Wolfgang Bosch of Gleiss Lutz in
Frankfurt, who represents Schin-
dler, says the safeguards are weak.
“You do not get the opportunity for
a hearing before someone who de-
cides,” he says. Hearing officers
who preside at the closed-door pro-
ceedings have authority only to en-
sure that rules have been followed.

Mr. Bosch and other lawyers say
the recent jump in the size of fines—
it’s not unusual for Mrs. Kroes to hand
out more in a single case than her pre-

decessors in earlier decades did dur-
ing an entire five-year term—has ac-
celerated the tilt toward criminality.

They cite rulings of the European
Court of Human Rights in Stras-
bourg that set out qualitative crite-
ria for what’s to be considered crimi-
nal; among the criteria is the sever-
ity of the punishment.

Mr. Todd disagrees: “The size of
the fine is irrelevant to whether the
procedure is criminal,” he says.

Indeed, giant punishments are
precisely the point, particularly in
cartel cases. Without them, a com-
pany could make the economically
rational choice to join a lucrative car-
tel and accept the possibility of a
small fine. Unlike the U.S., the EU
doesn’t jail executives found to be
participating in cartels, although
some individual EU countries have
that power.

The system of “deterrent admin-
istrative fines has been a tremen-
dous success,” wrote Philip Lowe,
the top civil servant in the European
Commission’s antitrust directorate,
in an article last month in the anti-
trust journal GCP. “It has managed
to put an end to the view, long preva-
lent in Europe, that antitrust in-
fringements are trivial.”

Continued from first page

John Mack

By Terence Poon

BEIJING—China said it will dis-
cuss with the U.S. next week how
they can unwind stimulus policies im-
plemented to boost their economies
in the wake of the global financial cri-
sis, as both sides seek to manage in-
flation concerns as the crisis abates.

Chinese Assistant Finance Minis-
ter Zhu Guangyao said Vice Premier
Wang Qishan at next week’s
Sino-U.S. Strategic and Economic Di-
alogue will also urge the U.S. to keep
the dollar stable and protect China’s
dollar assets through responsible
fiscal and monetary policies. The
two-day dialogue, an extension of a
similar series of regular high-level
talks started under the Bush admin-
istration, are to be held Monday and
Tuesday in Washington.

Beijing is concerned that rising
U.S. fiscal deficits and the Federal
Reserve’s unprecedented easing of
monetary policy, including a pro-
gram to buy U.S. government debt,
will drive up inflation and weaken
the dollar. That would erode the
value of China’s vast holdings of
Treasurys at a time when the U.S.
needs to borrow to finance its defi-
cit. China has the world’s largest for-
eign-exchange reserves, at $2.13 tril-
lion as of June, and holds much of
that in Treasurys, making it the big-
gest creditor nation to the U.S.

Mr. Zhu said China will closely
look at Fed Chairman Ben Bernanke’s
strategies to unwind the crisis-
driven loosening of monetary policy.

“We hope the U.S. economic-
stimulus policies will yield more ef-
fective progress as soon as possible,
U.S. financial markets will further
stabilize, the U.S. fiscal deficit rate
will gradually drop and the U.S. Fed-
eral Reserve’s balance sheet will im-
prove,” Mr. Zhu told reporters in a
briefing Wednesday on the Strate-
gic and Economic Dialogue. “As a
key investor in U.S. Treasurys, we
pay attention to the U.S. economic
situation,” he said, and reiterated

China’s stance that it will decide on
buying more Treasurys based on the
principles of safety, liquidity and ap-
propriate returns.

Beijing and Washington will need
to move carefully on unwinding their
crisis measures. Exiting them too
quickly could hurt their still fragile
recoveries, while doing so too slowly
could result in future inflation.

Mr. Bernanke said Tuesday the
U.S. economy remains too weak to
start tightening monetary policy.
But he also detailed plans to Con-
gress on how he will withdraw—
when needed in the future—the hun-
dreds of billions of dollars of cash
the Fed has pumped into banks. The
money went to banks to stop the
market meltdown, but together
with U.S. fiscal deficits, it could fuel
inflation if not withdrawn in time.

“I think the Chinese side would
welcome what Bernanke said that
there’s no problem unwinding quan-
tative easing and there is an exit
strategy but we’re not going to exit
before the economy recovers,” said
Tim Condon, an economist with ING
Financial Markets.

In Wednesday’s briefing, Chinese
officials were also asked about the de-
tention by Chinese authorities of an
Australian citizen and three Chinese
citizens who work for Anglo-Austra-
lian miner Rio Tinto. Chinese Vice
Foreign Minister He Yafei said he
told Australia Foreign Minister
Stephen Smith at a recent meeting
that China has sufficient evidence
that the Rio employees obtained
state secrets through illegal means.
Rio has denied the allegations.

“I’ve introduced the information
about the case to him and stressed we
have sufficient evidence to show that
people involved in the case have ob-
tained our state secrets through ille-
galmeans,” Mr.Hesaid. “Thecase has
entered the legal process. … I told him
we aim to get an outcome from the
case as soon as possible but of course
we need to fully complete the legal
process first.” —Victoria Ruan

contributed to this article.

The commission
argues it has strict
safeguards for
defendant’s rights.

Source: the company
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The U.S. agency that insures cor-
porate pensions will take responsi-
bility for billions of dollars in retire-
ment obligations for bankrupt Del-
phi Corp., the country’s largest auto-
parts supplier.

The claim announced Wednes-
day, covering 70,000 workers and re-
tirees, is the fourth-largest on the

books of the Pension Benefit Guar-
anty Corp. The agency is expected to
cover roughly $6.2 billion of the
$7 billion in promised benefits cur-
rently uncovered by Delphi’s pen-
sion-plan assets.

PBGC said it was stepping in to
protect the pensions because Del-
phi, which has been operating under
bankruptcy protection for nearly

four years, cannot afford to main-
tain them, and its former parent,
General Motors Co., has said it
won’t assume them.

Delphi’s claim is expected to add
$3.5 billion to the PBGC’s deficit,
which has grown sharply over the
past year as more businesses de-
fault on pension plans amid a rise in
recession-fueled bankruptcies.
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Glaxo’s profit rises 12%
Drug maker expects
to supply flu vaccine
by first part of 2010

P&G drug-unit sale close;
price tag may hit $3 billion

Pfizer’s earnings decline 19%

Genzyme cuts earnings, revenue view

By Jeanne Whalen

And Jason Douglas

GlaxoSmithKline PLC hopes to
supply swine-flu vaccine to all of
the governments it is in discus-
sions with by the first part of 2010,
but that will depend on some
quirks in the production process,
the company’s chief executive said
Wednesday.

So far, 16 governments have or-
dered 195 million doses from Glaxo,
but the company is talking
to 50 governments at the
moment and expects total
orders to be “substantially”
higher, Chief Executive An-
drew Witty said. Mr. Witty’s
remarks came as the com-
pany reported a 12% rise in
second-quarter profit.

How quickly Glaxo can
deliver will depend on how
much active ingredient, or
antigen, it can produce, Mr.
Witty said. But the H1N1 vi-
rus being used for swine-flu vac-
cine is so far yielding a low level of
antigen, he said, echoing com-
ments made by other vaccine mak-
ers and the World Health Organiza-
tion in recent days.

If production levels remain
roughly where they are now, “we be-

lieve we could meet the kind of de-
mands we’re being told [govern-
ments] want” by “the first part of
2010,” he said.

Glaxo’s second-quarter profit
rose to £1.44 billion ($2.37 billion)
from £1.29 billion a year earlier,
helped by the British pound’s weak-
ness against other currencies. Sales
rose 15% to £6.75 billion.

The company’s most important
business—prescription drug sales
in the U.S.—fell 15% in the quarter
when measured at constant ex-
change rates, hit by generic competi-
tion for several Glaxo drugs. Sales in
Europe and in emerging markets
grew 1% and 14%, respectively. Most
drug companies are pinning their
growth hopes on emerging markets

as sales in the U.S. market
are threatened by cheaper
generics, frugal insurers
and a lack of new products.

In addition to the vac-
cine, Glaxo is increasing
production of an antiviral
medication, Relenza, that
is being prescribed by
some doctors to relieve the
symptoms of swine flu.

Mr. Witty said he ex-
pects the pandemic to
make a “significant contri-

bution” to Glaxo’s profit, which he
said is justified given the company’s
investment over the years in devel-
oping Relenza and flu vaccines.

Glaxo is charging wealthy na-
tions Œ7 (about $10) a shot for the
H1N1 vaccine and developing coun-
tries less, he said. It is also donating

50 million doses to the WHO.
Governments buying H1N1 vac-

cine from Glaxo are agreeing to in-
demnify the company against some
legal liabilities that may arise from a
mass vaccination program, Mr.
Witty said. “I think the governments
completely understand that what
you’re asking the companies to do is
manufacture vaccine for use against
a virus which we haven’t seen be-
fore...which may get used on a scale
not seen before,” he said. “And it’s
unreasonable to expect private insti-
tutions to take whatever risk” that
might bring, he said.

He added that he expects regula-
tors including the U.S. Food and
Drug Administration and the Euro-
pean Medicines Agency to sign off
on the vaccine before it is used in
any consumers.

Iberdrola sees demand
for electricity picking up

Andrew Witty
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     José Ignacio Sánchez Galán,
chief executive officer of Iberdrola
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By Peter Loftus

Pfizer Inc.’s second-quarter
profit dropped 19%, hurt by a strong
dollar and lower sales of its block-
buster cholesterol drug Lipitor.

Smaller rival Eli Lilly & Co.,
meanwhile, posted a 21% rise in its
quarterly profit, thanks in part to
higher sales of antidepressant Cym-
balta and cancer drug Alimta.

Both drug makers boosted their
2009 earnings forecast. Several ma-
jor drug makers may see improved
second-half results as the effects of
unfavorable currency rates dissi-
pate, though challenges such as ge-
neric competition will continue.

New York-based Pfizer saw sales
of some its top drugs decline be-
cause of generic competition and un-

favorable currency rates. Generic
competition and drug-research set-
backs were among the factors that
drove Pfizer to agree earlier this
year to acquire Wyeth. The deal is ex-
pected to close by year end.

Pfizer, the world’s largest drug
maker by sales, Wednesday re-
ported earnings of $2.26 billion, or
34 cents a share, down from $2.78
billion, or 41 cents a share, a year ear-
lier. Excluding acquisition and re-
structuring-related charges, earn-
ings came to 48 cents from 55 cents.

“Our initial impression is that
the company exhibited good cost
control,” said Miller Tabak analyst
Les Funtleyder.

Revenue fell 9.4% to $10.98 bil-
lion, hurt by unfavorable foreign-ex-
change rates.

Sales for Lipitor, the top-selling
prescription drug in the world, de-
clined 9.8% to $2.69 billion, with U.S.
sales falling 6%.

Pfizer raised its adjusted 2009
earnings forecast a nickel to be-
tween $1.90 and $2 a share.

Indianapolis-based Lilly reported
quarterly earnings of $1.16 billion, or
$1.06 a share, up from $958.8 mil-
lion, or 88 cents a share, a year ear-
lier. Excluding items, including a six-
cent charge related to litigation in-
volving the antipsychotic Zyprexa in
the latest quarter, earnings rose to
$1.12 a share from 94 cents.

Lilly’s total revenue rose 2.8% to
$5.29 billion.

Lilly raised its projected 2009
earnings range to between $4.20
and $4.30 a share from $4 to $4.25.

By Thomas Gryta

Genzyme Corp.’s second-quarter
profit more than doubled on solid
sales growth, as the anticipated revi-
sion to its 2009 earnings forecast
that reflects a temporary plant shut-
down came in below already re-
duced Wall Street estimates.

The biotechnology company said
the plant shutdown had minimal im-
pact on the latest quarter’s results
but will pressure results for the rest
of the year. It said the facility should
resume production of its top-selling
drugs—Gaucher disease treatment
Cerezyme and Fabry disease treat-
ment Fabrazyme—later this month,
with shipments expected by year
end.

Genzyme shut down production

at its Allston, Mass., plant in June af-
ter discovering a virus in one of six
bioreactor vats used to develop
drugs at the plant, which is the only
facility that makes Cerezyme and
Fabrazyme, enzyme replacements
for rare genetic disorders.

The company is now targeting
2009 earnings, excluding items, of
$2.35 to $2.90 a share on revenue of
$4.6 billion to $5 billion. Analysts ex-
pected 2009 earnings of $3.31 a
share on revenue of $4.96 billion, ac-
cording to Thomson Reuters. Previ-
ously, the company projected earn-
ings of $3.52 and revenue of $5.15 bil-
lion to $5.35 billion.

Due to product shortages, Gen-
zyme cut its revenue projections for
Cerezyme to $750 million to $1 bil-
lion for the year, down from $1.25 bil-

lion to $1.28 billion. Genzyme now
expects Fabrazyme revenue be-
tween $510 million and $520 million
for 2009.

For the second quarter, the com-
pany posted earnings of $192.2 mil-
lion, or 70 cents a share, from $69.6
million, or 25 cents, a year earlier.
Excluding acquisition and other
costs, profit rose to 85 cents from 38
cents.

Revenue rose 4.9% to $1.23 bil-
lion, or 11% excluding foreign-cur-
rency impacts. The company noted
that the shutdown of the Allston fa-
cility cut revenue by $13 million dur-
ing the latest quarter.

In afternoon trading Wednesday,
shares of Genzyme were down
$4.53, or 8%, to $51.38 on the Nas-
daq Stock Market.

By Bernd Radowitz

MADRID—Spanish electricity
company Iberdrola SA on Wednes-
day posted a 5.5% decline in second-
quarter net profit but said a pick-up
in electricity demand could boost re-
sults later this year.

Net profit fell to Œ713.5 million
($1.01 billion) from Œ755 million a
year earlier as revenue dropped
4.4% to Œ5.47 billion from Œ5.72 bil-
lion. The consolidation of U.S. en-
ergy company Energy East and a
Œ112 million gain from the sale of a
10% stake in wind-turbine maker
Gamesa Corporación Tecnológica
SA in June couldn’t compensate for
lower electricity prices in Spain and
lower output volumes in Spain,
Latin America and Britain.

Electricity demand in its core
markets of Spain and the U.K. fell
7.1% and 5.6% respectively in the
first half. The company didn’t pro-
vide demand figures for the second
quarter.

However, Chairman Ignacio
Galán said the decline in Spanish en-
ergy demand has tapered off over
the past six weeks. This is likely to
translate into higher electricity
prices toward the end of the year,
Mr. Galán said. Output from wind
power, which usually slows down
during the Spanish summer, is also

expected to increase by year-end.
“We expect [2009] results with-

out extraordinary gains in line with
last year, maybe slightly better,” Mr.
Galán said. Yet he cautioned that the
results will also depend on how the
company’s divestment program pro-
ceeds and the strength of sterling
and the Brazilian real compared to
the euro. The pound’s decline
against the euro had dragged on
first-half results of Iberdrola’s U.K.
unit Scottish Power PLC.

Iberdrola has sold Œ1.3 billion in
nonstrategic assets so far this year,
but plans to divest an additional
Œ1.2 billion in assets by the end of
the year. These divestments, to-
gether with a recent Œ1.33 billion
capital increase, helped Iberdrola re-
duce its net debt to Œ29.32 billion at
the end of the second quarter from
Œ31.18 billion at the end of the first
quarter.

Asked whether the company’s
9.5% stake in Portuguese energy
firm Energias de Portugal SA could
be the next asset to be sold, Mr.
Galán said the stake “is currently in
our fridge.” The chairman didn't
elaborate further, but an Iberdrola
spokeswoman said the chairman's
comment didn't mean the company
is preparing for a sale of the stake.
No decision on a possible stake sale
has been taken yet, she added.

By Jeffrey McCracken

And Ellen Byron

Procter & Gamble Co. is getting
closer to a possible sale of its pre-
scription-drug business, and sev-
eral parties, including specialty
drug maker Warner Chilcott Ltd.,
and private-equity firm Cerberus
Capital Management LP, are en-
gaged in later-stage discussions, ac-
cording to people familiar with the
matter.

The unit could fetch about $3 bil-
lion, these people say.

An acquisition of the P&G busi-
ness would substantially boost the
profile of Warner Chilcott, a New
Jersey-based company that focuses
on women’s health care and derma-
tology products. Folding in the divi-
sion would triple Warner’s revenue
and give it access to drugs that focus
on a wide range of women’s health
concerns.

Warner Chilcott didn’t return
calls seeking comment.

Cerberus, which proposes acquir-
ing the division and turning it into a
stand-alone company, is more cir-
cumspect about the transaction, ac-
cording to people familiar with the
situation. But it has lined up prelimi-
nary financing from some Wall
Street banks, a small sign that banks
are getting comfortable financing
acquisitions, albeit ones with low
amounts of debt financing and very
steady cash flows.

“Cerberus can’t get it if the stra-
tegic buyers are serious. They will
pay more than Cerberus for it,” said
one person familiar with the situa-
tion.

The unit—which earns roughly
$800 million in operating profit—
was put on the auction block late
last year, in a sales process led by
Goldman Sachs & Co. A deal could
be wrapped up by the end of sum-
mer, according to the people famil-
iar with the discussions, though
they warned final discussions could
still falter.
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Cisco, H-P clash in hunt for profit
Telepresence market
becomes battleground
as tech spending slows

PCs have Web filtering for China sales

By Justin Scheck

And Ben Worthen

Cisco Systems Inc. and
Hewlett-Packard Co. are increas-
ingly clashing as they try to grow
revenue in the recession. Cisco is
pulling ahead in one key arena:
Telepresence, the high-end video-
conferencing technology that
some companies are buying to re-
duce travel costs.

Last month Cisco landed H-P cli-
ent Marriott International Inc. with
adealforthehotelchaintouseitstele-
presence systems in 25 locations.

Marriott had a similar deal
with H-P last year, but individual
hotels balked at paying for the H-P
products, which cost around
$120,000 each plus a monthly ser-
vice fee of $9,900 per location.
Cisco swooped in with a lower-
priced offer, said a person familiar
with the decision.

A Marriott spokesman said it
has an ongoing relationship with
H-P but chose Cisco for telepres-
ence to offer customers the widest
array of meeting options.

Cisco has “won just about ev-
ery H-P reference account,” said
Marthin De Beer, a Cisco senior
vice president who oversees video-
conferencing technology.

H-P said Marriott is still negotiat-
ing over telepresence, and it has
many reference customers including
AstraZeneca PLC, Canon Inc., and
Toshiba Corp. “We are winning
against Cisco,” said Yossi Meshulam,
an H-P vice president in response.

The growing competition over
telepresence, which uses high-
tech cameras and high-definition
televisions to replicate meeting
rooms and simulate eye contact, is

a small example of the larger clash
between H-P and Cisco.

Until recently, the two compa-
nies had been more allies than ri-
vals. H-P makes back-office com-
puter systems, among other
things, while Cisco makes network-
ing gear that connect to those com-
puter systems. Last year, H-P sold
about $1 billion of Cisco network-
ing gear to its customers, accord-
ing to estimates.

But the recession has helped
turn the two companies against
each other as they scramble for
revenue amid declining corporate
spending. H-P has stopped empha-
sizing Cisco gear and has in-
creased investments in its own net-
working-equipment sales. At the
same time, Cisco has developed its
own server-computer systems, in
what’s a direct assault on H-P’s
core business.

Cisco is gaining share in the
high-end videoconferencing mar-
ket. In the first quarter, Cisco sold
67% of the 520 telepresence units
sold world-wide, up from 51% of
the 235 units sold a year ago, ac-
cording to estimates from Wain-
house Research. H-P’s share
dropped to 10% from 11%.

In response, H-P is overhauling
its videoconferencing business. In
May, the Palo Alto, Calif., company
shifted its videoconferencing busi-
ness from its printer unit into its
networking division. It has also
started selling videoconferencing
products from other companies.
The goal is “aligning our assets so
we can best compete,” said Marius
Haas, H-P’s networking chief.

Telepresence is a tiny piece of
the tech market, with Wainhouse
Research estimating that total
sales world-wide of the big, multi-

screen systems are under $500 mil-
lion a year. But it’s one of the few
technologies that has benefited
from the downturn, growing 30%
from last year as businesses look
to reduce travel expenses.

H-P had a head start in the mar-
ket. It began pushing its high-end
videoconferencing system,
dubbed Halo, in 2005.

Cisco, of San Jose, Calif., began
selling its own product, called TeleP-
resence,atthe endof2006.Bothcom-
pete againstsmaller videoconferenc-
ing players such as Teliris Inc., Poly-
com Inc. and Tandberg ASA.

But H-P didn’t aggressively pro-
mote its product and placed it in
the printing division, where sales-
people rarely deal with the execu-
tives most likely to buy the sys-
tems, say analysts. H-P declined to
break out its revenue from Halo.

Some H-P customers say they’re
happywiththesystem.ChipmakerAd-
vanced Micro Devices Inc. bought
Halo several years ago and now has
three telepresence rooms, which it
uses for executive meetings, job inter-
views and contract negotiations.
“Thereisahugesavingswithnottravel-
ing,”saidLindaStarr,AMD’scorporate
vice president of sales and marketing.

An H-P spokesman said almost
all existing customers have
bought new systems over the past
year and that new customers are
buying more units.

Meanwhile, Cisco has poured
millions into marketing campaigns
to promote TelePresence, includ-
ing product placement in the new
“Transformers” movie. Its resell-
ers are trained to push the product
along with other Cisco gear.

Cisco’s list price for telepres-
ence is less expensive than H-P’s,
with a top-of-the-line system cost-
ing $299,000 versus $349,000,
plus it doesn’t charge a service
fee. Both companies provide dis-
counts off list prices. Cisco de-
clined to disclose annual TelePres-
ence sales in dollars.

ASSOCIATED PRESS

BlackBerry users in Dubai and
Abu Dhabi who were directed by
their service provider, Etisalat, to
upgrade their phones were actually
installing spy software that could al-
low outsiders to peer inside, said Re-
search In Motion Ltd.

RIM said it didn’t authorize the
software installation and “was not
involved in any way in the testing,
promotion or distribution of this
software application.” It is directing
customers on how to remove the
software.

Abu Dhabi-based Emirates Tele-
communications Co., or Etisalat,
which is majority owned by the
United Arab Emirates government,
earlier this month sent text mes-
sages to BlackBerry customers in
the country instructing them to fol-
low a link to update their phones.
Some customers who installed the
new software said it quickly drained
the device’s batteries.

In a statement last week, Etisalat
described the software change as an
“upgrade” required for a handover
to the 3G wireless technology stan-
dard. Etisalat didn’t respond to re-
quests for comment Wednesday.

Cisco Systems technology chief Padmasree Warrior addressing an audience in
India in May, using Cisco’s telepresence technology.
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Blackberry users
in U.A.E. warned
of spy software

Some Asian personal-computer
makers have begun to include Chi-
na’s Green Dam Web-filtering soft-
ware in products shipped to Chinese
customers, even after Chinese gov-
ernment officials last month indefi-
nitely delayed efforts to make the

software mandatory in the face of in-
dustry and international opposition.

Taiwan-based Acer Inc., the
world’s third-largest PC vendor by
shipments, said it started shipping
computers bundled with CD-ROMs
that contained Green Dam this
month. Acer said it was complying
with requests from government offi-
cials that it make the software avail-
able, even if they weren’t making it
a requirement.

“This is based on the Ministry of
Industry and Information Technolo-
gy’s request,” said Meng Lei, an
Acer spokeswoman.

Asustek Computer Inc., another
major PCmaker basedin Taiwan,said
it hasbeenincluding GreenDam disks
with its products sold in China since
July1.AnAsustekspokesmansaidthe
companyis complyingdespite the de-
lay because it believes the require-
ment will eventually go into effect.

Lenovo Group, the No. 4 com-
puter maker and China’s biggest, is
also voluntarily including the soft-
ware on PCs sold in China, giving
customers the option to activate the
software. “It is entirely up to the cus-
tomer to install Green Dam or not as
they choose,” a spokesman for Len-
ovo said. “We are complying with
the law and continue to monitor the
situation as it evolves.”

China’s Ministry of Industry and
Information Technology notified PC
makers in late May that they would
be required to ship filtering soft-
ware called Green Dam-Youth Es-
cort with all computers sold in
China. The notice said the soft-
ware’s purpose was to keep children
from viewing harmful content on
the Internet, and that it would be re-
quired starting July 1.

But when the notice was made
public in early June, Chinese con-
sumers, foreign industry associa-
tions and U.S. officials criticized it,
saying the regulation was unreason-
able and appeared to be a move by
the government to further regulate
Internet use in China.

Through their representative in-
dustryassociations, the world’s larg-
est PC vendors complained to the
Chinese government, which eventu-
ally announced that the companies
could delay their compliance with

the measure until further notice.
Other computer makers have

since avoided the software. Sony
Corp., which started selling comput-
ers with Green Dam as early as June,
said it had stopped the practice. It
had been pre-installing the soft-
ware on computers, though custom-
ers could choose not to activate it.

Distributors for Hewlett-Pack-
ard Co. and Dell Inc. said Green Dam
hasn’t been included in any of the
computers they sold.

For the companies, China is cru-
cial. It is the second-largest PC mar-
ket in the world by shipments after
the U.S., and many of the companies
have extensive operations there, in-
cluding manufacturing and re-
search and development facilities.
Staying in the government’s favor is
an important part of maintaining
their businesses.

The controversy over Green Dam
was a challenge for PC vendors, how-
ever. While complying with the regu-
lation could curry favor with the
government, it could also anger us-
ers who complained that the soft-
ware was poorly developed, and
that the government was overstep-
ping its boundaries and violating
consumers’ rights to choose.
 —Kersten Zhang in Beijing

and Ellen Zhu in Shanghai
contributed to this article
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By Loretta Chao in Beijing,
Ting-I Tsai in Taipei and
Daisuke Wakabayashi in Tokyo

By Ting-I Tsai

TAIPEI—Police in the southern
Chinese city of Shenzhen are investi-
gating the suicide of an employee of
Hon Hai Precision Industry Co.,
which assembles the popular
iPhone for Apple Inc., in an episode
that has put the Taiwanese com-
pany under a spotlight.

Hon Hai, which is known by the
trade name Foxconn and makes a
slew of products for the world’s big-
gest electronics companies, said it is
cooperating with the investigation
and expressed regret over the sui-
cide of Sun Danyong, a 25-year-old
recent engineering graduate who
worked as an administrative staffer
at a company plant in Shenzhen.

Hon Hai also said it suspended a
security official who had ques-
tioned Mr. Sun before his death. The
security official couldn’t be reached
for comment. Local authorities said
Mr. Sun jumped from the 12th floor
of his apartment building in Shen-
zhen last Thursday.

“The group and I are saddened
by the tragic loss of this young em-
ployee,” said James Lee, chief com-
merce officer for Hon Hai’s China op-
eration. “My apologies to Sun
Danyong’s family.”

Neither Hon Hai nor police dis-
closed further details surrounding
Mr.Sun’s death or his roleatthe com-
pany. But in an acknowledgment of
local media reports that Mr. Sun may
have been mistreated while under
questioning, Mr. Lee said, “We never
authorized anyone to conduct any
moves beyond the law.”

A spokesman for Apple said, “We
are saddened by the tragic loss of
this young employee and we are
awaiting results of the investiga-
tions into his death. We require that
our suppliers treat all workers with
dignity and respect.”

According to local media re-
ports, which couldn’t be indepen-
dently confirmed, Mr. Sun was ques-
tioned about the disappearance of a
prototype of Apple’s next-genera-
tion iPhone. The reports also said he
had been beaten.

The attention underscores the se-
crecy and speculation that sur-
rounds Apple’s development of its
newest products, particularly the
bestselling iPhone and its iPod digi-
tal music player. The company re-
quires its contractors to keep future
product plans closely guarded, and
their work is often the subject of
scrutiny by journalists and industry
watchers.

Hon Hai in particular has been un-
der a spotlight for its work with Ap-
ple. In August 2006, Hon Hai sued
two Chinese journalists in Shenzhen
for reporting workers assembling
iPods in its Shenzhen factory were
forced to work overtime. It denied
the accusation, but withdrew the
case weeks later as public pressure
against it mounted.

Mr. Sun’s death has sparked a
public backlash in China, where Hon
Hai’s hierarchical management
style has been the subject of criti-
cism. In its statement Wednesday,
Hon Hai said Mr. Sun’s death was a
sign of management problems and
vowed to do a better job to help its
employees with psychological pres-
sures. “Sun’s suicide, no matter
what, to a certain extent reflects the
inadequacy of our internal manage-
ment,” the statement said.
 —Yukari Iwatani Kane

and Juliet Ye contributed
to this article.

Suicide puts
Hon Hai, Apple
in the spotlight
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Diners try to haggle over a restaurant bill in a video by TV-commercial producer
Scofield Editorial that spoofs marketer’s efforts to negotiate fee cuts for ad services.

Spending cuts by clients delays an ad-industry recovery
By Suzanne Vranica

Big marketers, including Ameri-
can Express, General Motors and
Royal Dutch Shell, have cut back
on the fees they pay ad firms, a
shift that could dash recent predic-
tions that an advertising recovery
is in the offing.

Second-quarter results due out
Thursday from ad
giants Omnicom
Group and Publi-

cis Groupe are likely to underscore
the trend. “We think investors
should brace for a steep decline in
organic revenue,” says Deutsche
Bank analyst Matt Chesler.

Some analysts suggest organic
revenue, which excludes the im-
pact of foreign-currency conver-
sions and recent acquisitions, will
be off almost 8% at Omnicom and
6.3% at Publicis. Those would be
far steeper declines in the closely
watched industry benchmark than
the two companies reported for
the first quarter.

Interpublic Group, which is set
to report results next Tuesday, is
likely to come in below its peers be-
cause of a falloff in its events busi-
ness and cuts made by its largest
client, GM, according to a person
familiar with the matter.

While ad companies have histor-
ically lagged behind in economic re-
coveries, this time their rebound
may come even later, and be less
convincing. Not only have market-
ers slashed what they spend on ad
time and space, but many compa-

nies have also significantly re-
duced what they pay their agencies
for ad services, such as creating TV
commercials.

“The reality is that clients want
more for less,” says Maurice Levy,
chief executive of Paris-based Publi-
cis. “It’s something that is unfortu-
nately becoming quite common.”

Ad executives say marketers
have slashed the fees they pay by
5% to 30%. Some companies have
even asked that fees be reduced
retroactive to Jan. 1, meaning
firms are paid less for work they
have already completed, accord-
ing to two ad executives.

Earlier this year, Anheuser-
Busch InBev reduced what it pays
some of its ad firms by shifting
away from retainer relationships.
American-Express has cut the fees
it pays to its agencies by as much
as 20%, say two people familiar
with the matter.

“Our companywide re-engineer-
ing plan did include reducing staff-
ing levels, cutting operating costs
and scaling back investment spend-
ing, including marketing,” says an
American Express spokeswoman.

Kraft Foods is currently negoti-
ating with some of its agencies to
reduce its fees by as much as 10%,
says a person familiar with the
matter. Kraft didn’t respond to re-
quests for comment.

Over the past few years, compa-
nies have begun to get their procure-
ment departments involved in ef-
forts to cut the costs on a wide range
of marketing activities, including

ad production. The recession has
fueled the trend, ad executives say.

“There is no one in the industry
whose clients haven’t said, ‘We are
under pressure, so you have to cut
fees,’ ” says David Sable, vice chair-
man and chief operating officer of
Wunderman, a big direct-marketing
firm owned by Dublin-based WPP.

The cuts will likely hold up a re-
covery for the ad industry, say ad
executives and analysts. “We
should be seeing the effect of the
renegotiation of fee arrangements
for the next 12 months,” says Deut-
sche Bank’s Mr. Chesler.

Mr. Levy of Publicis says the
large ad-holding companies won’t
see much in the way of increased
organic revenue before the second
half of 2010, when results will get a
boost from favorable comparisons
with this year’s slump. Real
growth, he adds, will come in 2011.

One producer of TV spots is us-
ing its creative firepower to ex-
press its displeasure. Scofield Edi-
torial, a small shop in Indianapo-
lis, crafted a video, called “Vendor
Client Relationship—in Real
World Situations,” composed of
comic vignettes in which ordinary
people ask for price breaks on
products such as a filet mignon din-
ner, a hairdo and even a movie.

In one scene, a woman seated in a
hair salon tells the stylist, “I’d like
the highlights, but I can only pay for
a trim.” The video, which has re-
ceived almost one million views
since being posted on YouTube in
May, has been making the rounds on

Madison Avenue, and some agency
chiefs have sent it to their clients.
“We hit a nerve,” says Brian Boak, an
editor at Scofield Editorial.

The global ad firms have tried
to offset declines in compensation
by cutting staff. The ad industry
frequently reacts to downturns by
paring jobs because salaries typi-
cally represent about 55% to 65%
of an agency’s expenses. The indus-
try has shed tens of thousands of
jobs so far during this recession.

WPP’s head count fell by almost
4,300, or 3.7% of its current work
force, during the first four months
of the year. New York-based Omni-
com laid off about 3,000 people at
the end of last year. Interpublic,
also based in New York, cut a total
of 2,800 jobs in the fourth and first

quarters. The pink slips are ex-
pected to keep coming.

Wall Street will be paying close
attention during the big ad compa-
nies’ conference calls on earnings
for any signs that the slide in ad
spending has hit bottom. Lately
some media executives have ex-
pressed optimism. Others aren’t con-
vinced the spending cuts are over.

Publicis expects the market to
hit its lowest point in August, while
WPP Chief Executive Martin Sorrell
has been less optimistic. Several
weeks ago, Mr. Sorrell said market-
ers are showing some confidence,
but that it hasn’t yet translated to
spending. Indeed, toy makers Has-
bro and Mattel said this week that
they both had scaled back on adver-
tising during the second quarter.

Pricing dispute boosts China’s iron costs
Miners try to isolate Beijing as it demands discounts on ore amid soaring demand; Rio detentions are a factor
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Growing
demand
Spot prices for iron ore in China 
have reached their highest level 
since last year.

Note: Weekly midpoint price includes cost, 
freight and insurance Source: Metal Bulletin

Workers sweep iron-
ore powder at the port 
in Rizhao, China.
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By Shai Oster

BEIJING—China’s decision to
hold out for lower iron-ore prices in
negotiations with the world’s big-
gest mining companies is forcing
its steel mills to pay far more than
competitors around the globe.

China’s own rising demand, plus
tremors from Beijing’s detention of
four employees of Anglo-Austra-
lian mining company Rio Tinto
PLC, have helped to send spot
prices for iron ore soaring past $90
a metric ton. That is the highest
level since late last year, according
to Chinese steel consultancy
Mysteel, and about 20% higher
than the long-term contracts
agreed to by Japanese, South Ko-
rean and European buyers earlier
this year.

Late Monday, Brazilian miner
Vale SA said it agreed to supply
iron ore to ThyssenKrupp AG on
similar contract prices—about a
third less than last year’s prices, on
average—deepening China’s isola-
tion in this year’s round of negotia-
tions. Vale had already concluded
negotiations with other steelmak-
ers at the same global benchmark
that China is so far refusing to fol-
low.

The China Iron & Steel Associa-
tion, which is leading the Chinese
side of negotiations with miners,
says its contract negotiations are
continuing. But prospects for this
year’s talks, which failed to con-
clude by a June 30 deadline, have
been clouded since then by China’s
accusation that Rio Tinto employ-

ees used bribes to procure “state se-
crets” related to iron-ore price ne-
gotiations. Rio was the lead negotia-
tor for the mining companies.

Analysts say the detentions—
along with speculation by iron trad-
ers that Rio has stopped shipments
to China—have helped to drive up
prices. Rio denies the allegations
about its employees, and says it con-
tinues to import ore into China.

China imported 297 million tons
of iron ore in the year’s first half,
nearly 30% more than in the year-
earlier period. Without long-term

contracts, Chinese steel mills have
to buy more ore on the spot market,
without discounts—which in turn
drives up the spot price even more.

“Whether key industry secrets
have been leaked or not also mat-
ters little, as it is an open secret
that China’s insatiable demand for
growth will continue to fuel ever-
growing demand for iron ore,” said
Ren Xianfang, an analyst with IHS
Global Insight, a commodities con-
sultancy. Ms. Ren added, “This fact
alone will undermine China’s bar-
gaining power in any resource-re-

lated negotiations.”
Beijing has said little about the

Rio case since detaining Stern Hu,
an Australian citizen, and three Chi-
nese colleagues at Rio. People
knowledgeable about the annual
talks say that much of the informa-
tion most useful to mining compa-
nies would be data on steel prices,
inventories and corporate profits.
Those are all either publicly dis-
closed or available through legal
means.

The case could involve corpo-
rate data that had yet to be publicly

disclosed, or Rio executives may
have had assembled a breadth of
data that alarmed officials.
“There’s plenty of data that iron-
ore companies would love to have.
It’s the sort of thing you get drink-
ing with people late at night, estab-
lishing good working relation-
ships,” said Alan Heap, an iron ana-
lyst at Citigroup Inc. But, he said,
“It’s different in China where those
things can be state secrets.”

Mr. Hu was in charge of Rio’s
China iron-ore department, and
oversaw the company’s ore sales to
Chinese steelmakers. The key issue
for Rio and other miners would
have been gauging future Chinese
demand.

Analysts say the miners could
have had a pretty good indication
that demand would rise as a result
of China’s $585 billion economic-
stimulus package, which includes
about $220 billion in spending on
highways, bridges and other infra-
structure.

Iron-ore sellers also may have
been seeking deeper information
about factors such as production
costs and inventory. That is rou-
tinely sought out during negotia-
tions in developed countries, say an-
alysts and people who have been in-
volved in similar negotiations.

“You can find such data on any
Chinese steel Web site,” said IHS’s
Ms. Ren. The problem could come,
she said, with trying to obtain
“more specific information, partic-
ularly with respect to individual
companies,” that might not be pub-
lic.
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Transition to Windows 7 poses challenges
New edition is better
than Vista and XP,
but shifting is tough

By Ben Worthen

Smart homes are an idea as old as
the Jetsons, a TV cartoon program
about a futuristic American family.
But some big companies are betting
that the reality will soon catch up to
the vision.

The latest sign: Cisco Systems
Inc., Comcast Corp., General Electric
Co. and ADT Security Services are
joining investors in a $23 million
funding round for iControl Networks
Inc., a start-up whose software al-
lows customers to control a home’s
lights, thermostat and security sys-
tem via the Web.

Other start-ups are also vying to
supply software to monitor and man-
age such technology, which could be a
$5billionayearmarketby2011,accord-
ing to research firm Parks Associates.

Behind the recent activity is a be-
lief by large and small companies
that the typical house will undergo a
transformation much like offices did
a decade ago, which could lead to an
explosion of new gadgets and ser-
vices targeting consumers.

“There is no mystery of how peo-
ple will make money from this or that
consumers are going to pay for it,”
says John Doerr, a venture capitalist
at Kleiner Perkins Caufield & Byers,
which is the lead investor in iControl.

Though such predictions have
failed to materialize before, backers
believe that the environment has
changed because of the spread of
broadband access and wireless net-
works that deliver Web connections
through the home.

Many home-automation gadgets
have long been available to people
with the technical skills to set them
up, or the money to pay for assis-
tance. But more pieces are falling into
place for the smart home to become
mainstream.

Some consumers, for example, al-
ready use home networks to watch
movies downloaded from the Inter-
net on a television, or play songs
stored on a computer on a stereo sys-
tem in another room. Hewlett-Pack-

ard Co., Microsoft Corp. and Apple
Inc., among others, are selling sys-
tems to centrally store and manage
digital media in the home.

“This is a big opportunity,” says
Ken Wirt, a Cisco vice president, add-
ing that selling products for a smart
home could be a “multibillion dollar
business” for his company.

The next step is to move beyond
entertainment to exchange informa-
tion among other kinds of devices;
Microsoft, for example, built a con-
cept home at its Redmond, Wash.,
headquarters with a countertop
screen in the kitchen that can sug-
gest recipes based on the ingredi-
ents in a refrigerator.

The costs associated with such
technologies have been a hurdle so
far, says Jonathan Cluts, a Microsoft
executive. But that is changing. A
thermostat that can be connected to
the Internet and controlled remotely
can be purchased for a little more
than $100, for instance; other acces-
sories are available for around $40
that can provide connections to
lights or other fixtures of the home.

Once such devices are available at
a reasonable price, they must be man-
aged. That’s where companies such
as iControl—as well as rivals that in-
clude 4Home Inc. and U.K.-based In-
tamac Systems Ltd.—come in.

IControl’s software is designed
to act as a control panel for a smart
home that can be accessed through
the Web, either using a PC or a
smart phone. That changes a secu-
rity system from something that
alerts home owners when someone
tries to break in to a system that
“helps people stay connected to
their home and family,” says Paul
Dawes, chief executive of the Palo
Alto, Calif., company, which has now
raised $45 million since it launched
in 2003.

IControl doesn’t plan to sell its
software to consumers, but rather to
security, cable-TV and telecommuni-
cations companies that already have
a connection to people’s houses—
suchasinvestorADT,aunitofTycoIn-

ternationalLtd.knownforhomeburl-
gar alarms. Companies that currently
provide television, Internet, and tele-
phone service can use the software to
bundle in home-monitoring services
for a low monthly fee as well.

ADT already has plans to start sell-
ing a monitoring service using iCon-
trol’s software. Prices haven’t been
set yet, but analysts expect such mon-
itoring services might add $10 to $30
to a user’s monthly bills.

Charles Golvin, an analyst at For-
rester Research, says service provid-
ers are “ready to make a huge bet” on
the smart home. But hurdles remain.

Less than 15% of people in Inter-
net-connected households in the U.S.
are very interested in controlling
their home’s lights or thermostat
over the Internet, according to a sur-
vey of 1,000 households by research
company Parks Associates. Only
slightly more are very interested in

monitoring Web cams.
“Most of the people who have that

stuff in place are gadget freaks,” says
Mr. Golvin.

Proponents of the smart home say
it is just a matter of learning what’s
possible. “I can pull out my iPhone
and here is the picture of your kids in
the playroom or the person at your
front door,” Kleiner Perkins’ Mr.
Doerr says. “People see this and say ‘I
ought to have that.’ ”

Cisco, GE and others chase promise of high-tech homes
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By Walter S. Mossberg

On Oct. 22, Microsoft will finally
release a new version of Windows
that will be as good as the deeply dis-
appointing Windows Vista should
have been when it came out in Janu-
ary 2007. The new edition, called
Windows 7, is a big improvement

over both Vista and
t h e s t u r d y,
2001-vintage Win-
dows XP stil l
widely in use. It

will give Apple’s long-superior Mac
OS X operating system a run for its
money (though Apple might main-
tain its edge with a new version,
called Snow Leopard, due in Septem-
ber).

But how will Windows users tran-
sition their current computers to
the new Windows 7? While this lat-
est operating system stresses sim-
plicity, the upgrade process will be
anything but simple for the huge

base of average consumers still us-
ing XP, who likely outnumber Vista
users. It will be frustrating, tedious
and labor-intensive.

In fact, the process will be so
painful that, for many XP users, the
easiest solution may be to buy a new
PC preloaded with Windows 7, if
they can afford such a purchase in
these dire economic times. In fact,
that’s the option Microsoft recom-
mends for XP users. (Conveniently,
this option also helps Microsoft’s
partners that make PCs.)

By contrast, if you’re using Vista,
the upgrade to Windows 7 should be
a fairly easy, straightforward pro-
cess. Because the new version
shares most of the underlying guts
of Vista, it installs itself on your cur-
rent machine relatively quickly and
smoothly, preserving all your files,
folders, settings and programs. In a
test of this process earlier this year,
using a pre-release version of Win-
dows 7, I upgraded a Vista laptop
with no problems and little effort in
about an hour.

But Windows XP users, including
the millions who have recently
snapped up cheap, XP-powered net-
books, will first have to wipe out ev-
erything on their hard disks in order

to install Windows 7. In fact, Mi-
crosoft doesn’t even call migrating
to Windows 7 from XP an “upgrade.”
It refers to it as a “clean install,” or a
“custom installation.” This disk wi-
peout can be performed manually,
or automatically during the Win-
dows 7 installation process.

If you’re an XP user, the disk-wip-
ing will cause you to lose your cur-
rent file and folder organization,
and all your programs, though not
necessarily your personal data files
themselves. However, in order to
preserve these personal files, like
documents and photos, you will
have to undertake a long, multi-step
process, typically requiring the use
of an external hard disk, to which all
these files will have to be tempo-
rarily moved and then moved back.

That means you’ll have to buy or
borrow an external hard disk, or
clean out enough room on one you al-
ready own, to hold all your files.

And the pain doesn’t end there. If
you’re an XP user, moving to Win-
dows 7 on your current computer
means you’ll also have to re-install
all your programs and restore all the
software drivers for your printers
and other add-on hardware. That
could require locating the original

program disks, or downloaded pro-
gram installers, and then re-down-
loading and re-installing the numer-
ous updates that have been issued
since these original disks or install-
ers came out.

And, there’s another problem:
XP hardware drivers won’t work in
Windows 7. Microsoft says it can au-
tomatically replace thousands of
common older drivers with newer
Windows 7-compatible versions,
but admits that there may be some
for which it doesn’t have replace-
ments. The company specifically
warns that some netbooks may in-
clude obsolete drivers.

Netbook owners face another
problem. Even though Microsoft
says Windows 7 will work fine on
netbooks, most of them lack a DVD
drive, which is needed to run the
Windows 7 installation disk. So
they’ll have to buy or borrow an ex-
ternal DVD drive.

Microsoft has taken some steps
to make this easier. It plans to offer a
free “Easy Transfer” program (ex-
plained at http://bit.ly/M5Il7) that
will automate the process of moving
your personal files to an external
drive, and then restoring them to
your computer after Windows 7 is in-

stalled. But this program won’t
transfer your programs, only your
personal data.

Also, if you don’t want to use an
external hard disk to temporarily
store your files, you can transfer
them over a cable or network to an-
other computer. The company even
has an alternative where it will stow
your personal data in a special
folder called windows.old, on the
transformed PC. But you’ll then
have to manually move all of these
files back to their normal locations.

Finally, Microsoft officials point
out that this XP migration issue may
be moot for many owners of older XP
computers, because their ancient
machines lack enough memory, hard
disk space, or graphics power to ac-
commodate Windows 7 anyway.

And, even if a really old machine
is marginally capable of running
Windows 7, it’s a mistake to try and
cram a new OS into it and expect a
great experience.

But if you do own an otherwise ca-
pable computer that happens to be
running Windows XP, you’re likely
facing a painful process should you
choose to transition it to Windows 7.

Email to mossberg@wsj.com
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IControl’s software allows a
homeowner to use a Web site
to arm or disarm a security
system, view video and control
devices in the house, such as
thermostats and lights.
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By Peppi Kiviniemi

BRUSSELS—Europe’s car-repair
and secondhand markets need extra
rules to increase competition, the
European Commission said Wednes-
day.

Competition in the secondhand-
car and repair markets, which make
up 40% of consumer car spending,
isn’t as good as it could be, said the
commission. The European Union’s
executive branch is especially con-
cerned that independent repair

shops can’t compete with dealer-
ships and repairers that are tied to
particular brands.

Currently Europe’s car sector is
exempted from some aspects of com-
petition law. This means car manu-
facturers, distributors and repair
shops are allowed to enter into cer-
tain agreements, which might other-
wise be considered illegal.

The commission is currently re-
viewing this “safe harbor” legisla-
tion, which is set to expire at the end
of next May.

The commission wants to have
rules in place which ensure equal ac-
cess to technical information for all
retailers and repair shops, said
Marc Greven, director of legal af-
fairs at the European Automobile
Manufacturers Association.

Competition in the market for
new cars, however, appeared to be
healthy, the commission said. As a
result manufacturers and dealer-
ships can continue setting up exclu-
sive contracts until May 2013, after
which normal competition rules will

apply, said the commission’s compe-
tition spokesman, Jonathan Todd.

The three-year extension of the
exemption will allow car makers
and retailers to adjust to the new
marketplace and won’t hurt the al-
ready stricken car European car in-
dustry, market analysts say.

Interested parties are invited to
comment on the commission’s pro-
posal, after which the competition
authority will decide how to regu-
late the secondhand-car market to
foster competition, Mr. Todd said.

As a result of growth in China and declines in the U.S., 72% of GM’s sales were outside
its home market in the second quarter. Above, vehicles at a GM factory in Shanghai.

GM says global car market
is starting to bounce back
By Sharon Terlep

General Motors Co. on Wednes-
day said that global auto sales are
starting to rebound and that it is out-
performing rivals in emerging mar-
kets such as China.

TheU.S.auto maker’s second-quar-
ter globalsales fell 15% from a year ear-
lier but rose 20% from the first quar-
ter. Industrywide, global sales were
down 13% year-over-year but up 12%
from the first quarter, GM said.

“This global great recession is ap-
proaching an end,” GM sales analyst
Mike DiGiovanni said on a conference
call.

Mr. DiGiovanni said that while
some of the global increases are
driven by government stimulus pro-
grams, both rising populations and
wealth in emerging markets promise
to deliver long-term growth.

The auto maker faces a balancing
actwith global investments after a fed-

eral bailout and bankruptcy that has
left the U.S. government as its major-
ity owner.

China, growing at an “alarmingly,
surprisingly excessive rate,” will
drive a global recovery, Mr. DiGio-
vanni said.

Underscoring China’s dramatic
growth, the country last quarter out-
sold the U.S. by 29%. A year earlier, the
U.S. outsold China by 57%.

As a result of growth in China and
steep declines in the U.S., 72% of GM’s
sales were outside its home market in
the second quarter, compared with
65% a year ago.

Mr. DiGiovanni forecast that over
the long term, non-U.S. sales will com-
prise 60% to 65% of GM’s global busi-
ness.

GM, however, tempered optimism
by warning that temporary stimulus
programs drove much of the second-
quarter growth and may take away
from future sales. Stimulus programs

in China, Brazil and Germany are ex-
pected to generate about 2.5 million
sales, Mr. DiGiovanni said.

GM said economic troubles, espe-
cially in mature markets such as the
U.S., Japan and Western Europe,
dragged down sales. Steep produc-
tion cuts in the U.S., where GM re-
cently emerged from bankruptcy,
added to the decline.

GM sales in North America fell
32% in the second quarter. For the

year’s first half, GM sales were down
22% from a year ago to 3.55 million ve-
hicles.

The strength of U.S. sales for all of
2009 will depend in part on the suc-
cess of the “cash for clunkers” pro-
gram setto launchthis month.Thefed-
eral program gives consumers up to
$4,500 to trade in aged gas-guzzlers
for new, more fuel-efficient vehicles.
 —Kerry Grace Benn

contributed to this article.

Fiat posts loss despite incentives
Government program
spurs sales, but firm
still can’t turn profit

By Andrea Thomas

BERLIN—General Motors Co.
and the German government failed
to agree on a preferred buyer for
Adam Opel GmbH, setting the stage
for a standoff between the two sides
over the German car maker’s future.

At a meeting with GM representa-
tives in Berlin on Wednesday, Ger-
man officials reiterated the govern-
ment’s preference for a bid from a
consortium led by Canadian-Aus-
trian car-parts maker Magna Inter-
national Inc., which Germany be-
lieves would safeguard local facto-
ries and jobs.

GM has yet to declare its prefer-
ence, but people close to the com-
pany say it sees a number of advan-
tages in a deal with RHJ Interna-
tional SA, a Brussels-based holding
company whose largest shareholder
is U.S. financier Timothy Collins,
founder and head of buyout firm Rip-
plewood Holdings. GM would likely
have a better chance of buying back
Opel in the future, should it so de-
sire, from a financial buyer such as
RHJ than from Magna, which has
long aspired to become a full-
fledged auto maker.

A third bidder, China’s Beijing
Automotive Industry Holding Co.,
isn’t in serious contention, accord-
ing to people close to the talks.

A sale would require the ap-
proval of the Opel Trust, which
holds a 65% stake in the car maker.
GM, which still holds a 35% stake in
Opel, and the German government
are equally represented on the
trust’s board. That means the two
sides would have to broker a settle-
ment to reach a deal.

At Wednesday’s meeting, Ger-
man officials “made clear that we
have a preference for Magna,” Dep-
uty Economics Minister Jochen
Homann told reporters afterward.
He added that the government’s en-
dorsement is conditional on further
concessions, in particular an in-
creased capital commitment by Ma-
gna and its Russian partners, auto
maker OAO GAZ Group and Russian
state-controlled OAO Sberbank.

Magna and the Russians have of-
fered to invest Œ500 million ($711
million) of their own money in Opel,
with Œ100 million to be paid by the
signing of the deal and Œ400 million
in loans, which would gradually be
transformed into equity. The consor-
tium is seeking a 55% stake in Opel.

Germany has pledged to support
Magna’s plan with Œ4.5 billion in
loan guarantees and has signaled
that those funds may not be avail-
able if GM selects another bidder.

RHJ has offered to invest Œ275
million for a 50.1% stake in Opel, re-
questing Œ3.8 billion in government
funding.

Mr. Homann said that GM ex-
pressed concerns about the govern-
ment’s preference for Magna but
didn’t endorse one bidder over an-
other during Wednesday’s talks,
which lasted four hours. The discus-
sions are expected to resume in the
coming days, he said.

Fiat hits a speed bump | Net income/loss
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A Fiat 500 sits in the showroom
at a dealership in Epping, U.K.

German officials
‘made clear that we
have a preference
for Magna.’

FOCUS ON AUTOMOBILES

EU aims to increase competition in car-repair, used-vehicle markets

By Stacy Meichtry

And Gilles Castonguay

Government incentives to scrap
old cars helped buoy Fiat SpA’s sales
in Europe in the second quarter but
couldn’t stop the Italian auto maker
from incurring a loss for the second
consecutive period.

Fiat posted a net loss of Œ179 mil-
lion ($254 million) for the three
months ended June 30, compared
with a net profit of Œ646 million in
the same period a year earlier.

The loss came despite incentives
by governments in Europe and else-
where that allow consumers to trade
in old cars for credits on certain new
ones.

Although the measures helped sta-
bilize sales in some European coun-
tries, they also have raised concerns
about how the auto industry will be af-
fected if governments try to unwind
the assistance as early as next year.

In June, Fiat finalized an alliance
that will give it a 35% stake in
Chrysler Group LLC if targets, such
as technology upgrades for the U.S.
car maker, are met. Fiat also will have
the right to take a majority interest in
Chrysler once U.S. government loans
have been repaid.

Fiat Chief Executive Sergio Mar-
chionne said it was too soon to pre-
dict when Chrysler would return to

profitability, and what its profit mar-
gins would be when it does.

He said new management in-
stalled by Fiat and the impact of Fi-
at’s technology will start showing re-
sults at the end of next year.

Fiat, which produces vehicles
ranging from trucks to tractors,
saw overall revenue decline 23% to
Œ13.2 billion during the second
quarter from the previous year.
However, its car unit, Fiat Group
Automobiles, saw some signs of im-
provement as government incen-

tives began to kick in.
Fiat’s passenger-car deliveries

rose 7.2% from the same period the
previous year in Italy, its biggest mar-
ket, which introduced a scrapping
program in February. Deliveries dou-
bled in Germany, where Fiat’s small,
fuel-efficient cars took market share
from higher-priced German makes
that use more fuel.

Sales continued to slide, however,
in markets such as the U.K. and Spain,
where government help came too
late to affect second-quarter results.

Fiat’s lackluster finances have at
times hindered its growth. Mr. Mar-
chionne’s refusal to include cash in its
bid for General Motors Co.’s Opel ap-
pears to have put the German auto
maker out of reach.

Mr. Marchionne has offered to
spin off Fiat’s passenger car unit and
merge it with Opel, an offer that re-
mains on the table. On Wednesday,
however, Mr. Marchionne said his
company would forge ahead with the
“inevitable” spin-off, with or without
Opel.

GM, Germany
remain at odds
over Opel bids
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 28.50 $24.84 0.27 1.10%
Alcoa AA 23.20 10.20 0.06 0.59%
AmExpress AXP 12.00 28.76 –0.62 –2.11%
BankAm BAC 232.20 12.23 0.04 0.33%
Boeing BA 11.10 42.00 –1.02 –2.37%
Caterpillar CAT 16.10 38.66 –0.80 –2.03%
Chevron CVX 9.20 65.94 –0.31 –0.47%
CiscoSys CSCO 48.90 21.45 –0.14 –0.65%
CocaCola KO 13.50 49.13 –1.22 –2.42%
Disney DIS 7.90 25.38 0.18 0.71%
DuPont DD 7.10 28.47 0.15 0.53%
ExxonMobil XOM 21.50 69.99 –0.48 –0.68%
GenElec GE 74.10 11.63 0.16 1.39%
HewlettPk HPQ 14.00 40.80 0.23 0.57%
HomeDpt HD 11.00 24.77 0.31 1.27%
Intel INTC 105.30 19.14 0.24 1.27%
IBM IBM 7.90 115.57 –1.47 –1.26%
JPMorgChas JPM 34.50 36.83 –0.11 –0.30%
JohnsJohns JNJ 8.60 59.19 –0.30 –0.50%
KftFoods KFT 9.80 27.92 0.34 1.23%
McDonalds MCD 8.50 58.82 0.19 0.32%
Merck MRK 18.50 29.45 –0.20 –0.67%
Microsoft MSFT 60.90 24.80 –0.03 –0.12%
Pfizer PFE 81.50 15.87 0.17 1.08%
ProctGamb PG 9.40 54.87 –0.18 –0.33%
3M MMM 3.60 64.67 0.47 0.73%
TravelersCos TRV 3.60 41.36 0.65 1.60%
UnitedTech UTX 7.60 53.12 –0.85 –1.57%
Verizon VZ 12.90 30.13 –0.19 –0.63%
WalMart WMT 14.40 49.17 0.31 0.63%

Dow Jones Industrial Average P/E: 14
LAST: 8881.26 t 34.68, or 0.39%

YEAR TO DATE: s 104.87, or 1.2%

OVER 52 WEEKS t 2,751.12, or 23.7%

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

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

Behind Europe’s deals: Bank revenue rankings, Asia
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

Nomura $532 13.8% 64% 23% 13% …%

Daiwa Securities SMBC Co Ltd 413 10.7% 70% 22% 8% …%

Mizuho 304 7.9% 34% 46% 10% 10%

Goldman Sachs 185 4.8% 78% 11% 11% …%

Mitsubishi UFJ Securities 180 4.6% 12% 68% 10% 11%

JPMorgan 174 4.5% 81% 4% 14% …%

Morgan Stanley 165 4.3% 56% 27% 17% …%

UBS 162 4.2% 66% 13% 21% …%

Citi 148 3.8% 47% 32% 19% 2%

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

Rallye "1,161" –55 –174 –197 France Telecom 43 1 –3 –8

TUI  "1,695" –52 –756 98 E.ON  65 1 –2 –6

Bco de Sabadell  241 –37 –49 –57 Old Mut  691 1 –66 –98

Legal & Gen Gp  338 –21 –89 –117 Clariant 363 1 –32 28

Rhodia 807 –18 –118 –201 Vivendi 149 1 –26 15

Glencore Intl  480 –18 –48 –114 ITV  474 3 –49 –28

Norske Skogindustrier  "1,197" –17 –81 –48 Gecina 594 4 –37 –92

C de Aho Y Monte de Piedad de Madrid 273 –17 –32 –40 Havas 383 4 –1 –2

Lafarge 260 –16 –45 –60 Brit Awys  699 6 –92 –98

Contl  866 –15 –343 –15 Porsche Automobil Hldg 290 11 –60 –210

Source: Markit Group

Dow Jones Stoxx 50: Wednesday’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

SAP Germany Software $54.1 31.08 2.17% –11.6% –11.4%

Bayer Germany Specialty Chemicals 46.4 39.49 2.15 –27.0 1.7

BG Grp U.K. Integrated Oil & Gas 62.9 10.70 1.71 –6.1 52.9

BASF Germany Commodity Chemicals 43.4 33.25 1.59 –21.1 5.7

Sanofi-Aventis S.A. France Pharmaceuticals 85.5 45.77 1.54 –0.8 –41.7

Barclays U.K. Banks $54.2 3.00 –3.14% –14.9 –50.1

Allianz SE Germany Full Line Insurance 44.5 69.31 –1.90 –40.4 –43.0

Credit Suisse Grp Switzerland Banks 54.3 48.96 –1.81 –1.9 –26.3

BHP Billiton U.K. General Mining 55.1 15.03 –1.80 –7.0 46.7

AXA S.A. France Full Line Insurance 40.7 13.73 –1.58 –32.1 –47.1

...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

Rio Tinto 58.3 23.15 1.36% –45.1% 2.7%
U.K. (General Mining)
Nokia 48.7 9.16 1.33 –46.0 –40.4
Finland (Telecoms Equipment)
Astrazeneca 67.8 28.38 1.18 22.6 –14.5
U.K. (Pharmaceuticals)
British Amer Tob 60.3 18.11 1.17 –1.9 26.8
U.K. (Tobacco)
Roche Hldg Part. Cert. 101.8 154.50 1.05 –13.9 –29.2
Switzerland (Pharmaceuticals)
Banco Santander 106.5 9.19 1.04 –19.3 –14.7
Spain (Banks)
HSBC Hldgs 157.1 5.56 1.04 –24.4 –34.2
U.K. (Banks)
Deutsche Telekom 52.0 8.39 1.02 –21.3 –30.7
Germany (Mobile Telecoms)
Vodafone Grp 109.9 1.15 1.01 –12.6 –0.5
U.K. (Mobile Telecoms)
E.ON 71.2 25.04 0.97 –37.0 –16.7
Germany (Multiutilities)
BNP Paribas S.A. 74.5 50.20 0.95 –23.6 –32.8
France (Banks)
Siemens 70.3 54.15 0.84 –26.7 –16.1
Germany (Diversified Industrials)
Telefonica S.A. 110.6 16.55 0.61 0.7 26.1
Spain (Fixed Line Telecoms)
UniCredit 46.1 1.94 0.57 –42.7 –61.4
Italy (Banks)
Banco Bilbao Viz 51.8 9.73 0.57 –20.3 –40.3
Spain (Banks)
Koninklijke Phlps 20.5 14.85 0.54 –33.6 –40.8
Netherlands (Consumer Electronics)
Novartis 116.7 47.10 0.51 –22.0 –32.2
Switzerland (Pharmaceuticals)
ABB 39.2 17.99 0.33 –39.4 18.5
Switzerland (Industrial Machinery)
Assicurazioni Gen 31.2 15.59 0.32 –31.0 –37.1
Italy (Full Line Insurance)
Intesa Sanpaolo 41.3 2.46 0.20 –31.8 –44.6
Italy (Banks)

Unilever 45.4 18.65 0.16% 0.4% 1.0%
Netherlands (Food Products)
Diageo 41.1 9.07 0.11 0.1 –1.4
U.K. (Distillers & Vintners)
BP 171.7 5.05 0.03 –3.1 –20.3
U.K. (Integrated Oil & Gas)
France Telecom 60.3 16.24 –0.03 –15.0 –2.2
France (Fixed Line Telecoms)
Total S.A. 134.1 39.79 –0.04 –18.9 –24.3
France (Integrated Oil & Gas)
Nestle S.A. 154.1 42.92 –0.05 –4.0 8.0
Switzerland (Food Products)
L.M. Ericsson Tel B 30.5 77.80 –0.13 18.4 –32.1
Sweden (Telecoms Equipment)
Tesco 48.4 3.75 –0.13 –2.3 3.0
U.K. (Food Retailers & Wholesalers)
Deutsche Bk 43.1 48.89 –0.36 –19.1 –44.8
Germany (Banks)
Iberdrola S.A. 40.2 5.66 –0.44 –32.6 –15.9
Spain (Conventional Electricity)
GlaxoSmithKline 108.3 11.54 –0.56 –5.5 –23.5
U.K. (Pharmaceuticals)
ENI 98.4 17.29 –0.63 –22.5 –26.5
Italy (Integrated Oil & Gas)
Royal Dutch Shell A 90.8 18.02 –0.66 –23.5 –34.2
U.K. (Integrated Oil & Gas)
Soc. Generale 35.2 42.70 –0.89 –31.1 –59.5
France (Banks)
Anglo Amer 40.7 18.45 –0.94 –32.8 –15.3
U.K. (General Mining)
GDF Suez 83.9 26.14 –0.97 –38.6 –2.0
France (Multiutilities)
ArcelorMittal 55.6 25.09 –1.06 –50.5 ...
Luxembourg (Iron & Steel)
Daimler 45.3 30.04 –1.09 –29.4 –22.7
Germany (Automobiles)
UBS 42.7 14.12 –1.12 –39.4 –75.5
Switzerland (Banks)
ING Groep 23.3 7.90 –1.19 –64.3 –74.3
Netherlands (Life Insurance)

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 -0.02% 0.57% 2.1% 4.8% -3.6%
Event Driven 0.51% 0.90% 4.4% 6.9% -20.9%
Equity Market Neutral 0.14% 0.96% -0.8% -3.0% -11.2%
Equity Long/Short 0.72% 0.71% 2.6% 1.6% -15.9%

*Estimates as of 07/21/09, 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 1.00 103.89% 0.02% 1.87 0.99 1.33

Eur. High Volatility: 11/1 1.98 107.78 0.04 3.89 1.95 2.66

Europe Crossover: 11/1 6.65 111.37 0.10 9.71 6.60 7.89

Asia ex-Japan IG: 11/1 1.50 108.94 0.04 3.84 1.50 2.38

Japan: 11/1 1.90 114.26 0.05 4.33 1.41 2.45

 Note: Data as of July 21

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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Boeing’s profit rises 17%
Aerospace firm says
it has technical fix
for delayed 787 jet

Italian broadcasters set
satellite-service launch

CORPORATE NEWS

By Ann Keeton

And Kerry Grace Benn

Boeing Co.’s second-quarter
profit rose 17%, reflecting a year-ear-
lier charge and strength at its de-
fense business, but the aerospace
company didn’t deliver an update
on when the much-delayed 787
Dreamliner will make its first flight.

Chicago-based Boeing said
Wednesday it has identified a techni-
cal solution to the problem that
caused a delay last month in the
787’s inaugural flight. The company
said it is studying ways to imple-

ment the solution and will provide
an update, along with a revised fi-
nancial outlook, in the third quarter.

The company has come under re-
newed fire after it again postponed
the 787 flight, because of a struc-
tural problem that executives
deemed small but that further dam-
aged Boeing’s credibility. At the
time it announced the delay, Boeing
said it would take a few weeks to as-
sess the situation. Pressure on the
787 comes as Boeing faces shrinking
cash on its balance sheet.

“Second quarter cash flow was
better than expected, but this was
purely due to timing of tax/pension
payments, and we still expect the
company to have to raise cash by
the end of next year,” J.P. Morgan
analyst Joseph Nadol wrote in a re-
port Wednesday. A revised sched-
ule for the 787 will likely result in a

lower forecast for 2009 earnings,
Mr. Nadol said.

For the second quarter, Boeing
posted net income of $998 million,
or $1.41 a share, up from $852 mil-
lion, or $1.16 a share, a year earlier.
The prior-year results included 22
cents a share in charges. Revenue in-
creased 1.1% to $17.15 billion. Ana-
lysts surveyed by Thomson Reuters
expected earnings of $1.21 a share.

About half of the company’s reve-
nue comes from commercial air-
lines, which have been hurt by a fal-
loff in air travel. In the second quar-
ter, Boeing’s commercial-aircraft
sales fell 1.6% but profit increased
5.1% because of lower research-and-
development costs. At Boeing’s de-
fense business, operating earnings
grew 38% and revenue rose 9%.

The company’s total order back-
log was down 6.9% at $327.8 billion.

By Paulo Prada

And Mike Esterl

Delta Air Lines Inc. on Wednes-
day offered a grim outlook for the in-
dustry and said it doesn’t expect a
profit for 2009, even as lower fuel
prices compared with a year ago en-
abled the carrier to narrow its loss
in the second quarter.

Meanwhile, AirTran Holdings
Inc., despite posting a profit for the
period, said it expects the sector as a
whole to struggle for the foresee-
able future. “Our industry likely
faces a slow recovery,” said Bob For-
naro, chairman and chief executive
of AirTran.

Adding to the bleak picture,
Moody’s Investors Service lowered
the credit rating of discount giant
Southwest Airlines Co. two notches
to Baa3, just one notch above specu-
lative grade. Moody’s cited “continu-
ing weak fundamentals of the do-
mestic airline sector” in its down-
grade of Southwest.

Carriers of all sizes have be-
moaned the sharp drop in demand
for air travel as consumers and cor-
porate customers fly less amid the re-
cession. While business travelers,
their biggest source of revenue, try
to avoid travel, vacation passengers
early in the summer season were
lured mostly by low fares that filled
planes but generated few profits. Air-
lines, such as Delta, with big foreign
networks are also grappling with
sagging demand for travel overseas.

Atlanta-based Delta posted a loss
of $257 million, or 31 cents a share,
for the quarter, compared with a loss
of $1.04 billion, or $2.64 a share, in
the 2008 second quarter. The results
included a $390 million loss from
costly fuel-hedging contracts made
last year, when many carriers locked
in portions of this year’s fuel supply
at prices that have since proved to be
higher than market rates.

Slumping demand prompted rev-
enue at the post-merger Delta, in-
cluding a pro-forma comparison
that includes earnings at North-
west, to fall 23%.

AirTran, based in Orlando, Fla.,
posted earnings of $78.4 million, or
56 cents a share, for the period. It
booked a loss of $14.8 million, or 14
cents a share, a year earlier. Reve-
nue fell 13% to $603.7 million.

Delta Air Lines,
AirTran sound
new warnings

By Giada Zampano

ROME—Italy’s state-owned RAI
SpA and commercial broadcaster
Mediaset SpA said Wednesday that
their new satellite platform will be
launched July 31, a move expected
to increase competition in a market
now dominated by News Corp.’s sat-
ellite-TV unit Sky Italia.

Sky Italia has been luring adver-
tisers and viewers away from Medi-
aset and RAI’s free channels with its
pay-TV satellite service, which of-
fers more content. Sky surpassed
Mediaset in terms of overall reve-
nue for the first time in 2008, Italy’s
telecommunications regulator said
this month. Mediaset, Italy’s domi-
nant private free-to-air broad-
caster, is owned by the family hold-

ing company of Italian Prime Minis-
ter Silvio Berlusconi.

Mediaset and RAI’s new plat-
form, called TivuSat, will be free
and will host about 22 channels, the
companies said.

TivuSat users won’t pay for con-
tent but will need to buy a decoder
and smart card, for a total cost of
less than Œ100 ($142). RAI and Medi-
aset each own 48.25% of the new ven-
ture, Tivu, with Telecom Italia
SpA’s media arm holding the remain-
ing 3.5%.

Sky Italia wasn’t immediately
available for comment Wednes-
day. News Corp. also owns Dow
Jones, publisher of The Wall Street
Journal.
 —Liam Moloney

contributed to this article.
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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.

2.61% 13 World -a % % 193.55 0.18%–26.4% 4.62% 11 U.S. Select Dividend -b % % 538.27 0.67%–24.3%

2.21% 14 Global Dow 1131.00 0.03% –23.1% 1704.85 –0.21% –30.5% 4.48% 15 Infrastructure 1270.30 0.68% –16.6% 1718.93 0.45% –24.6%

3.37% 26 Stoxx 600 215.60 0.29% –24.8% 228.83 0.16% –31.9% 1.75% 7 Luxury 729.60 0.13% –15.4% 877.85 –0.11% –23.5%

3.53% 17 Stoxx Large 200 231.50 0.26% –25.0% 244.34 0.13% –32.1% 6.46% 5 BRIC 50 354.80 –0.77% –19.1% 480.03 –1.00% –26.8%

2.54% -17 Stoxx Mid 200 198.10 0.59% –23.1% 209.03 0.46% –30.4% 4.43% 11 Africa 50 701.00 0.57% –25.1% 631.49 0.34% –32.2%

2.74% -28 Stoxx Small 200 122.80 0.17% –24.5% 129.55 0.04% –31.6% 3.65% 6 GCC % % 1356.40 0.65% –52.3%

3.35% 19 Euro Stoxx 233.90 0.34% –27.1% 248.20 0.21% –34.0% 3.26% 13 Sustainability 713.60 0.34% –21.1% 854.78 0.07% –28.7%

3.51% 14 Euro Stoxx Large 200 249.40 0.34% –27.4% 263.03 0.21% –34.3% 2.48% 12 Islamic Market -a % % 1691.42 0.01% –22.5%

2.58% -12 Euro Stoxx Mid 200 219.00 0.50% –25.5% 230.83 0.36% –32.6% 2.76% 12 Islamic Market 100 1530.80 0.34% –10.8% 1858.70 0.07% –19.4%

2.82% 16 Euro Stoxx Small 200 132.70 –0.03% –25.5% 139.80 –0.16% –32.6% 2.76% 12 Islamic Turkey -c % % % %

5.96% 8 Stoxx Select Dividend 30 1201.80 0.41% –31.4% 1461.31 0.28% –37.9% 2.11% 12 DJ U.S. TSM % % 9808.03 0.26% –25.1%

5.19% 9 Euro Stoxx Select Div 30 1400.20 0.28% –37.4% 1709.06 0.15% –43.3% % DJ-UBS Commodity 117.50 0.47% –35.0% 121.29 0.34% –41.2%

*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 1.2265 2.0158 1.1497 0.1612 0.0393 0.1943 0.0131 0.3158 1.7425 0.2340 1.1158 ...

 Canada 1.0993 1.8066 1.0304 0.1444 0.0352 0.1741 0.0117 0.2830 1.5616 0.2097 ... 0.8962

 Denmark 5.2409 8.6134 4.9125 0.6887 0.1680 0.8302 0.0560 1.3494 7.4455 ... 4.7677 4.2729

 Euro 0.7039 1.1569 0.6598 0.0925 0.0226 0.1115 0.0075 0.1812 ... 0.1343 0.6403 0.5739

 Israel 3.8840 6.3834 3.6406 0.5104 0.1245 0.6152 0.0415 ... 5.5178 0.7411 3.5333 3.1666

 Japan 93.6650 153.9384 87.7958 12.3077 3.0031 14.8366 ... 24.1156 133.0652 17.8719 85.2081 76.3651

 Norway 6.3131 10.3756 5.9175 0.8295 0.2024 ... 0.0674 1.6254 8.9687 1.2046 5.7431 5.1471

 Russia 31.1890 51.2591 29.2347 4.0983 ... 4.9404 0.3330 8.0301 44.3087 5.9511 28.3730 25.4284

 Sweden 7.6103 12.5075 7.1334 ... 0.2440 1.2055 0.0813 1.9594 10.8116 1.4521 6.9232 6.2047

 Switzerland 1.0669 1.7534 ... 0.1402 0.0342 0.1690 0.0114 0.2747 1.5156 0.2036 0.9705 0.8698

 U.K. 0.6085 ... 0.5703 0.0800 0.0195 0.0964 0.0065 0.1567 0.8644 0.1161 0.5535 0.4961

 U.S. ... 1.6435 0.9373 0.1314 0.0321 0.1584 0.0107 0.2575 1.4207 0.1908 0.9097 0.8153

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 319.25 –2.75 –0.85% 707.00 302.00
Soybeans (cents/bu.) CBOT 908.00 3.00 0.33% 1,557.50 670.00
Wheat (cents/bu.) CBOT 522.00 –12.75 –2.38 1,072.00 512.00
Live cattle (cents/lb.) CME 89.800 –1.325 –1.45 118.500 81.250
Cocoa ($/ton) ICE-US 2,752 –123 –4.28 3,237 1,950
Coffee (cents/lb.) ICE-US 120.10 –2.40 –1.96 183.30 109.00
Sugar (cents/lb.) ICE-US 17.99 0.19 1.07 18.09 11.05
Cotton (cents/lb.) ICE-US 61.19 –0.76 –1.23 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,095.00 –60 –2.78 3,637 1,425
Cocoa (pounds/ton) LIFFE 1,748 –76 –4.17 1,985 1,177
Robusta coffee ($/ton) LIFFE 1,482 –19 –1.27 2,324 1,250

Copper (cents/lb.) COMEX 252.55 7.45 3.04 375.35 129.55
Gold ($/troy oz.) COMEX 953.30 6.40 0.68 1,020.70 724.60
Silver (cents/troy oz.) COMEX 1370.00 22.20 1.65 2,009.00 886.00
Aluminum ($/ton) LME 1,733.50 13.50 0.78 3,016.00 1,288.00
Tin ($/ton) LME 13,900.00 75.00 0.54 23,345.00 9,750.00
Copper ($/ton) LME 5,360.00 5.00 0.09 8,109.00 2,815.00
Lead ($/ton) LME 1,679.50 –15.50 –0.91 2,225.00 870.00
Zinc ($/ton) LME 1,650.00 6.00 0.36 1,915.00 1,065.00
Nickel ($/ton) LME 15,925 50 0.31 21,195 9,000

Crude oil ($/bbl.) NYMEX 65.40 –0.21 –0.32 142.60 44.28
Heating oil ($/gal.) NYMEX 1.7404 0.0137 0.79 4.0400 1.2589
RBOB gasoline ($/gal.) NYMEX 1.8145 0.0186 1.04 3.0875 1.1450
Natural gas ($/mmBtu) NYMEX 3.940 0.094 2.44 12.059 3.366
Brent crude ($/bbl.) ICE-EU 67.21 0.34 0.51 134.00 44.13
Gas oil ($/ton) ICE-EU 553.50 –5.25 –0.94 1,086.00 411.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on July 22
Per In

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

Argentina peso-a 5.4073 0.1849 3.8063 0.2627

Brazil real 2.7028 0.3700 1.9025 0.5256

Canada dollar 1.5616 0.6403 1.0993 0.9097
1-mo. forward 1.5614 0.6404 1.0991 0.9098

3-mos. forward 1.5610 0.6406 1.0988 0.9101
6-mos. forward 1.5606 0.6408 1.0985 0.9103

Chile peso 757.85 0.001320 533.45 0.001875
Colombia peso 2807.91 0.0003561 1976.50 0.0005060

Ecuador US dollar-f 1.4207 0.7039 1 1
Mexico peso-a 18.7817 0.0532 13.2205 0.0756

Peru sol 4.2692 0.2342 3.0051 0.3328
Uruguay peso-e 32.845 0.0304 23.120 0.0433

U.S. dollar 1.4207 0.7039 1 1
Venezuela bolivar 3.05 0.327808 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7425 0.5739 1.2265 0.8153
China yuan 9.7040 0.1030 6.8307 0.1464

Hong Kong dollar 11.0100 0.0908 7.7500 0.1290
India rupee 68.8660 0.0145 48.4750 0.0206

Indonesia rupiah 14306 0.0000699 10070 0.0000993
Japan yen 133.07 0.007515 93.67 0.010676

1-mo. forward 133.03 0.007517 93.64 0.010679
3-mos. forward 132.94 0.007522 93.58 0.010686

6-mos. forward 132.76 0.007532 93.45 0.010701
Malaysia ringgit-c 5.0476 0.1981 3.5530 0.2815

New Zealand dollar 2.1655 0.4618 1.5243 0.6561
Pakistan rupee 116.493 0.0086 82.000 0.0122

Philippines peso 68.113 0.0147 47.945 0.0209
Singapore dollar 2.0515 0.4875 1.4441 0.6925

South Korea won 1767.29 0.0005658 1244.00 0.0008039
Taiwan dollar 46.739 0.02140 32.900 0.03040
Thailand baht 48.309 0.02070 34.005 0.02941

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

Euro zone euro 1 1 0.7039 1.4207

1-mo. forward 1.0000 1.0000 0.7039 1.4207

3-mos. forward 1.0000 1.0000 0.7039 1.4206

6-mos. forward 1.0001 0.9999 0.7039 1.4206

Czech Rep. koruna-b 25.790 0.0388 18.154 0.0551

Denmark krone 7.4455 0.1343 5.2409 0.1908

Hungary forint 272.14 0.003675 191.56 0.005220

Norway krone 8.9687 0.1115 6.3131 0.1584

Poland zloty 4.2575 0.2349 2.9969 0.3337

Russia ruble-d 44.309 0.02257 31.189 0.03206

Sweden krona 10.8116 0.0925 7.6103 0.1314

Switzerland franc 1.5156 0.6598 1.0669 0.9373

1-mo. forward 1.5151 0.6600 1.0665 0.9377

3-mos. forward 1.5140 0.6605 1.0657 0.9383

6-mos. forward 1.5116 0.6615 1.0640 0.9398

Turkey lira 2.1239 0.4708 1.4951 0.6689

U.K. pound 0.8644 1.1569 0.6085 1.6435

1-mo. forward 0.8645 1.1568 0.6085 1.6434

3-mos. forward 0.8646 1.1566 0.6086 1.6432

6-mos. forward 0.8646 1.1565 0.6086 1.6431

MIDDLE EAST/AFRICA
Bahrain dinar 0.5356 1.8671 0.3770 2.6526

Egypt pound-a 7.9116 0.1264 5.5690 0.1796

Israel shekel 5.5178 0.1812 3.8840 0.2575

Jordan dinar 1.0083 0.9918 0.7098 1.4089

Kuwait dinar 0.4077 2.4526 0.2870 3.4843

Lebanon pound 2134.53 0.0004685 1502.50 0.0006656

Saudi Arabia riyal 5.3277 0.1877 3.7502 0.2667

South Africa rand 10.9542 0.0913 7.7107 0.1297

United Arab dirham 5.2180 0.1916 3.6730 0.2723

SDR -f 0.9114 1.0973 0.6415 1.5588

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 600 215.65 0.63 0.29% 9.5% –24.8%

 14 DJ Stoxx 50 2202.50 5.07 0.23 6.6% –23.8%

 19 Euro Zone DJ Euro Stoxx 233.90 0.79 0.34 5.0% –27.1%

 16 DJ Euro Stoxx 50 2528.85 8.86 0.35 3.2% –25.3%

 9 Austria ATX 2130.48 –10.82 –0.51% 21.7% –42.8%

 12 Belgium Bel-20 2125.66 14.50 0.69 11.4% –32.4%

 9 Czech Republic PX 955.0 –13.8 –1.42 11.3% –35.3%

 16 Denmark OMX Copenhagen 281.81 –0.80 –0.28 24.6% –27.1%

 12 Finland OMX Helsinki 5576.56 54.73 0.99 3.2% –34.6%

 12 France CAC-40 3305.07 2.18 0.07 2.7% –25.0%

 20 Germany DAX 5121.56 27.59 0.54 6.5% –21.6%

 … Hungary BUX 16091.15 –343.42 –2.09 31.4% –25.6%

 8 Ireland ISEQ 2731.21 –17.51 –0.64 16.6% –47.1%

 9 Italy FTSE MIB 19925.71 95.42 0.48 2.4% –30.9%

 9 Netherlands AEX 271.19 0.51 0.19 10.3% –33.1%

 9 Norway All-Shares 342.86 –0.35 –0.10 26.9% –28.5%

 17 Poland WIG 32829.48 –432.56 –1.30 20.6% –19.3%

 14 Portugal PSI 20 7257.52 –5.27 –0.07 14.4% –17.3%

 … Russia RTSI 963.06 –24.63 –2.49% 52.4% –54.4%

 9 Spain IBEX 35 10153.4 31.2 0.31% 10.4% –14.9%

 15 Sweden OMX Stockholm 261.36 0.37 0.14 28.0% –6.8%

 11 Switzerland SMI 5637.02 0.83 0.01 1.9% –20.1%

 … Turkey ISE National 100 38189.08 181.29 0.48 42.2% –1.0%

 11 U.K. FTSE 100 4493.73 12.56 0.28 1.3% –17.5%

 21 ASIA-PACIFIC DJ Asia-Pacific 109.45 0.28 0.26 16.9% –20.7%

 … Australia SPX/ASX 200 4068.5 17.8 0.44 9.3% –20.3%

 … China CBN 600 28387.43 489.01 1.75 92.3% 22.1%

 16 Hong Kong Hang Seng 19248.17 –253.56 –1.30 33.8% –16.8%

 17 India Sensex 14843.12 –219.37 –1.46 53.9% –0.7%

 … Japan Nikkei Stock Average 9723.16 71.14 0.74 9.7% –27.0%

 … Singapore Straits Times 2450.83 –3.50 –0.14 39.1% –17.7%

 11 South Korea Kospi 1494.04 5.05 0.34 32.9% –6.1%

 15 AMERICAS DJ Americas 250.76 0.43 0.17 10.9% –25.6%

 … Brazil Bovespa 53290.08 56.51 0.11 41.9% –11.2%

 18 Mexico IPC 26164.32 160.30 0.62 16.9% –5.0%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of July 22, 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* 255.91 0.85% 12.4% –28.0%

3.00% 17 World (Developed Markets) 1,004.78 0.92% 9.2% –28.3%

2.70% 18 World ex-EMU 117.94 0.91% 9.6% –27.0%

2.80% 19 World ex-UK 1,002.27 0.94% 8.5% –27.7%

3.80% 16 EAFE 1,364.11 1.49% 10.2% –30.7%

2.90% 14 Emerging Markets (EM) 810.46 0.43% 42.9% –25.4%

4.40% 11 EUROPE 74.94 0.84% 7.9% –25.9%

4.60% 12 EMU 152.06 0.93% 7.0% –34.7%

4.10% 13 Europe ex-UK 81.94 0.93% 5.6% –25.6%

5.50% 9 Europe Value 83.70 0.68% 8.0% –26.9%

3.30% 15 Europe Growth 65.23 1.00% 7.9% –25.1%

3.50% 12 Europe Small Cap 129.35 0.99% 28.1% –26.3%

2.70% 7 EM Europe 212.94 1.28% 34.1% –48.0%

5.00% 8 UK 1,331.85 0.82% 1.3% –20.0%

3.10% 13 Nordic Countries 116.48 2.04% 18.8% –29.2%

2.00% 6 Russia 567.21 1.52% 37.6% –60.8%

4.20% 10 South Africa 642.92 0.38% 11.1% –10.2%

3.40% 17 AC ASIA PACIFIC EX-JAPAN 343.62 0.21% 38.9% –20.1%

1.70%-117 Japan 556.51 2.66% 5.0% –33.3%

2.40% 16 China 58.12 –0.29% 42.5% –6.4%

1.10% 18 India 596.91 –0.77% 61.7% 9.6%

1.30% 20 Korea 416.96 0.82% 35.8% –9.0%

4.40% 29 Taiwan 253.68 0.16% 46.3% –13.6%

2.20% 22 US BROAD MARKET 1,051.55 0.32% 7.0% –25.3%

1.60% -40 US Small Cap 1,371.91 –0.32% 10.0% –24.2%

3.50% 13 EM LATIN AMERICA 3,137.19 0.24% 51.0% –34.0%

*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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Indian mogul blasts taxes
HCL head warns
recent increase opens
door to rival nations

TomTom to cut costs anew
as quarterly profit declines

Gdansk shipyard shrinks
in return for its state aid

HCL’s Shiv Nadar, shown in 2005, warned that the Indian government’s increasing
taxation of the tech industry threatens to curb its cost advantage.

Nortel auction process irks RIM

By Paul Beckett

NEW DELHI—One of India’s lead-
ing technology entrepreneurs warned
that rising taxation in India threatens
to undermine gains that the informa-
tion-technology industry could reap
asthe globaldownturn prompts multi-
nationals to outsource more.

Shiv Nadar, founder and chair-
man of HCL Technologies Ltd., said in
an interview that in the wake of the
downturn large clients are reassess-
ing which functions they need to
keep in-house and what can be
moved elsewhere to raise money and
reduce head count.

“When the economy is hurting
they are going back to say, ‘What is
our core, what is the purpose for
which we exist?’ ” said Mr. Nadar, 64
years old. “They’ve started saying,
‘Why not raise some cash and reduce
some people and somebody else can
look after this.’ ”

But he warned that the Indian gov-
ernment’s increasing taxation of the
industry threatens to curb its cost ad-
vantage and boost smaller-country
competitors trying to challenge In-
dia’s dominance.

Since 1999, the Indian govern-
ment has given the tech industry an in-
come-tax holiday to foster growth.
The holiday was scheduled to end this
year until the government, in its new
budget unveiled earlier this month,
extended it for one year—a move
widely welcomed by the industry.

Separately, however, the govern-
ment last year introduced a new tax
called the minimum alternative tax
that, in effect, imposed a 10% tax on
profits in cases where companies
were paying no taxes under India’s in-
come-tax regulations. In the recent
budget, that tax rate was increased to
15%. Mr. Nadar said the increased bur-
den would give countries such as
Egypt, Sri Lanka, South Africa and the
Philippines an advantage. “On the
side there are a bunch of alternative
countries that are waiting,” he said.

Mr. Nadar has been a pioneer in In-
dia’s technology industry since 1976,
when he founded Hindustan Comput-

ers Ltd. HCL Technologies has since
grown into one of India’s largest tech
companies. In the quarter ended
March 31, it reported net income of
$43 million, down 50% from a year
earlier, largely because of a $39.7-mil-
lion foreign-exchange loss. Excluding
that loss, net income fell 2.4% to
$82.7 million. Revenue increased 18%
to $564.4 million.

India’s technology industry,
which has become a major driver of
India’s economic success over the
past decade, hasn’t escaped the down-
turn unscathed. Many big companies
rely heavily on the global finance in-
dustry for clients, and the financial
crisis has curtailed spending on new
initiatives at many banks.

A key question for the future is
whether the industry can pick up
enough new work either from other
industries looking to rationalize
their operations or from existing cli-
ents outsourcing more functions to
offset a prolonged financial-services
slump. Mr. Nadar said he is optimis-
tic: “For IT services in India, the envi-
ronment will be good.”

Mr. Nadar said big, international
clients would drive consolidation in
India’s IT industry by demanding
that tech companies handle an ever-
greater number of tasks. Technology
companies that don’t have those ca-
pabilities, or the geographic spread
required by multinationals, either
have to acquire them or be acquired.

Big clients are saying, “Look, we
are not going to sit here and cut this
into pieces of contracts [for] 10 differ-
ent people,” Mr. Nadar said. “They
are going to give it to one organiza-
tion, and that one organization
should have at least 70% to 80% of
what the services are.”

He added: “If you are not able to
do it in 20 to 30 countries yourself, in
20 to 30 U.S. states directly, and in ev-
ery country in Europe, then you
won’t qualify.”

Earlier this month, Mr. Nadar
named his daughter, Roshni, 27 years
old, as executive director and chief ex-
ecutive of HCL Corp., the holding
company that controls HCL Technolo-
gies and another publicly listed com-
pany, HCL Infosystems Ltd., which fo-
cuses on the Indian market.

In the interview, Mr. Nadar said
her role would include treasury func-
tions at the holding company but not
company operations. “The opera-
tions companies have their executive
boards, they have their executive
management, they have their succes-
sion plan,” he said.

Ms. Nadar, a graduate of the
Kellogg School of Management at
Northwestern University, noted in a
statement that she has been making
investment decisions for the compa-
ny’s treasury department since last
September and is involved in the com-
pany’s philanthropic investments
and activities.

CORPORATE NEWS

By Adam Cohen

The European Commission on
Wednesday cleared Œ251 million
($356.4 million) in Polish government
support for the Gdansk Shipyard, end-
ing a long-running legal battle.

Since 2004 the commission, the
European Union’s executive arm,
has been investigating state subsi-
dies for the historic shipyard, where
the Solidarity trade-union move-
ment was born. Much of the state
aid cleared by the commission has al-
ready been paid to the shipyard.

The commission said in its ruling
that the state subsidies gave the
shipyard an unfair advantage over ri-
vals. However, it allowed the state
assistance after the Polish govern-
ment and the shipyard’s owner,
Ukraine-based Industrial Union of
Donbass, or ISD, submitted a re-
structuring plan. The measures in-
clude a commitment to reduce the
shipyard’s production capacity, in-
cluding closing two of the yard’s
three slipways.

Under EU rules, state aid to com-
panies generally is prohibited. Ex-
ceptions are made for businesses
that boost employment in impover-
ished regions or those with restruc-
turing plans in place that will ensure
they can be weaned from state help.

The commission’s decision autho-

rizes the funding provided since Po-
land joined the European Union in
2004, as well as an additional Œ35 mil-
lion to further restructure the yard.

Poland has been trying to prop
up the shipyard since 2002, provid-
ing capital injections, guarantees,
loans and tax write-offs valued at
about Œ130 million.

EU Competition Commissioner
Neelie Kroes said: “This has been
one of the longest and most difficult
cases I have had to deal with. We
have made a tremendous effort to
make sure that the yard will be via-
ble for many years to come.”

Ms. Kroes said that genuine re-
structuring was the only way to se-
cure jobs for the workers.

The issue was particularly sensi-
tive in Poland as the docks in
Gdansk, on the Baltic coast, are an
important part of the country’s his-
tory. In 1980, 17,000 striking ship-
yard workers led by electrician Lech
Walesa started the Solidarity move-
ment, the first independent trade
union in the Soviet bloc.

The Gdansk strikes were fol-
lowed by similar strikes across Po-
land and ultimately helped end com-
munism in Poland. Mr. Walesa won a
Nobel peace prize in 1983 and later
became Polish president.
 —Carolyn Henson

contributed to this article.
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By Anna Molin

Norwegian aluminum and power
supplier Norsk Hydro ASA on
Wednesday posted a 73% decline in
second-quarter profit, despite a rise
in demand for aluminum in China,
and said it saw further cutbacks in
the second half.

The company faces mounting
pressure from weak aluminum
prices and poor demand, and has al-
ready shut down capacity to ad-
dress oversupply in the industry.

Excluding China, Chief Executive
Svein Richard Brandtzaeg said he ex-
pects full-year primary aluminum
consumption to decline by as much
as 15% to 20% from 2008 levels.
Norsk Hydro said second-quarter
net profit fell to 211 million Norwe-
gian kroner ($33.5 million) from 786
million kroner a year earlier, as reve-
nue dropped 29% to 17.12 billion kro-
ner from 23.98 billion kroner.

It sold more than 90% of its third-
quarter primary aluminum produc-
tion at about $1,475 a ton by June 30.

Norsk Hydro earnings drop 73%

By Sara Silver

And Stuart Weinberg

The auction for Nortel Networks
Corp.’s most profitable assets is giv-
ing off sparks, with at least one rival
exceeding the minimum bid and
BlackBerry maker Research in Mo-
tion Ltd. urging the Canadian gov-
ernment to intervene, saying it was
blocked from bidding.

Final bids were submitted Tues-
day for a planned Friday auction,
guided by rules meant to ensure
that the assets fetch the highest
price as Nortel sells off pieces of it-
self in bankruptcy court.

An affiliate of MatlinPatterson
Global Opportunities Partners III
LP, which is among Nortel’s largest
bondholders, on Tuesday bid $725
million for the Toronto telecom
gear maker’s declining but still
highly profitable CDMA voice unit,
and for a team of researchers devel-
oping a broadband technology
known as LTE. Nokia Siemens Net-

works, a joint venture of Nokia
Corp. and Siemens AG, has offered
$650 million for the assets.

MatlinPatterson, an investor in
distressed assets being advised by
former Nortel managers and wire-
less executives, said it can generate
higher returns for Nortel’s creditors
byrestructuring the units and taking
them out of bankruptcy court than
by letting Nortel sell them off under
Chapter 11. “We will pursue opportu-
nitiesto acquire additional Nortelas-
sets as they become available,”
MatlinPatterson said in a statement.

On the eve of the deadline to sub-
mit bids, Research in Motion re-
leased a statement blaming Nortel,
its advisers and the monitors over-
seeing the bankruptcy process for
preventing it from bidding for the
wireless assets. RIM says it would
have been willing to pay $1.1 billion
for those units plus unspecified as-
sets including patents.

“Pending due diligence, RIM be-
lieves that Nortel’s wireless business

and certain [patents] have signifi-
cant value and that Nortel has strong
engineering talent in key areas, in-
cluding the emerging technology of
LTE, that would be beneficial to
RIM,” RIM said in a statement on
Tuesday. “In addition, it appears that
the business is profitable, and RIM
may also be able to access certain tax
benefits as a Canadian corporation.”

RIM said it was told it couldn’t
bid for another set of assets within a
year of bidding for the CDMA and
LTE units. RIM said Nortel knew it
planned to purchase patents “as part
of a solution to retain key portions of
Nortel’s business under Canadian
ownership,” RIM said Monday.

Nortel said RIM refused to com-
ply with court-approved proce-
dures. Nortel’s standard nondisclo-
sure agreement includes a provi-
sion that requires parties reviewing
its assets not to bid for other com-
pany assets within a year without
the company’s consent, spokesman
Jay Barta said.

By Robin van Daalen

AMSTERDAM—Dutch naviga-
tion-equipment maker TomTom NV
posted a 62% drop in second-quar-
ter profit Wednesday and said it will
further cut costs.

Profit fell to Œ19.8 million ($28.1
million) from Œ51.8 million a year
earlier, as sales declined 19% to
Œ368.1 million from Œ453.4 million.

TomTom, along with rival Cayman
Islands-based Garmin Ltd., has been
hit by a sharp decline in consumer
spending on electronic goods amid
the economic slump and the increas-
ing prevalence of location-based ser-
vices available on mobile phones.

As a result of these pressures,
TomTom said Wednesday it now
aims to cut operating cost by Œ90
million this year, up from a previous
target of Œ60 million in cost savings.

“In the first six months of 2009
we’ve realized Œ64 million in cost sav-
ings,” Chief Financial Officer Marina
Wyatt told reporters. Nearly half of
those cuts came from marketing, re-
search and development costs.

In the second quarter, TomTom

sold 2.5 million personal naviga-
tion devices at an average price of
Œ112, a 20% volume decline and a
14% price drop from a year earlier.
In Europe, the company raised its
market share from 44% to 45%, but
its share of the U.S. market, where
Garmin is dominant, fell one per-
centage point to 18%.

While revenue from personal navi-
gation devices declined by over 30%,
revenue from other products rose
over 30%. TomTom also sells prod-
ucts and services such as traffic infor-
mation, fleet-management tools and
in-car navigation. Revenue at digital-
map maker TeleAtlas was flat.

So far trading has been in line
with expectations given at the begin-
ning of the year, Ms. Wyatt said, but
she refrained from reiterating the
outlook, saying the company needs
to see how markets develop in the
second half.

In February TomTom said it ex-
pects to sell between 11 million and
12 million personal navigation de-
vices this year, generating full-year
revenue of between Œ1.4 billion and
Œ1.6 billion.
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EFG-Hermes Saudi Arabia Equity EA EQ SAU 07/14 SAR 5.45 15.0 –42.4 NS
EFG-Hermes Telecom OT EQ BMU 05/29 USD 28.96 12.9 –18.6 –8.2

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

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 07/21 USD 305.19 24.3 –0.3 0.6
Sel Emerg Mkt Equity GL EQ GGY 07/21 USD 178.35 36.2 –23.5 –16.8

Sel Euro Equity EUR US EQ GGY 07/21 EUR 82.78 10.3 –26.9 –28.8
Sel European Equity EU EQ GGY 07/21 USD 156.18 13.6 –34.5 –27.6
Sel Glob Equity GL EQ GGY 07/21 USD 164.64 14.6 –27.9 –25.4

Sel Glob Fxd Inc GL BD GGY 07/21 USD 133.98 3.9 –8.7 –2.6
Sel Pacific Equity AS EQ GGY 07/21 USD 119.92 32.6 –22.6 –16.1
Sel US Equity US EQ GGY 07/21 USD 108.55 7.7 –25.4 –21.7

Sel US Sm Cap Eq US EQ GGY 07/21 USD 146.50 12.0 –28.5 –25.8

n SEB Sicav 2
Nordic Small Cap -C- OT OT LUX 07/22 EUR 101.74 NS NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 07/21 EUR 23.80 –9.3 –51.1 –47.6
MP-TURKEY.SI OT OT SVN 07/21 EUR 26.66 36.5 –22.7 –28.9

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 07/21 USD 12.66 45.2 –10.8 –3.4
Parex Caspian Sea Eq EU EQ LVA 07/21 EUR 2.91 38.6 –63.5 –47.0
Parex Eastern Europ Bd EU BD LVA 07/21 USD 12.66 45.2 –10.8 –3.4

Parex Russian Eq EE EQ LVA 07/21 USD 14.88 71.8 –48.7 –25.6

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 07/22 USD 146.92 32.5 –19.8 –19.2

PF (LUX)-Asian Eq-Pca AS EQ LUX 07/22 USD 140.35 31.9 –20.5 –19.9
PF (LUX)-Biotech-Pca OT EQ LUX 07/21 USD 273.48 –4.1 –24.2 –5.4

PF (LUX)-CHF Liq-Pca CH MM LUX 07/21 CHF 124.18 0.2 0.6 1.3
PF (LUX)-CHF Liq-Pdi CH MM LUX 07/21 CHF 93.73 0.2 0.6 1.3
PF (LUX)-Digital Comm-Pca OT EQ LUX 07/21 USD 100.09 23.1 –8.1 –11.0

PF (LUX)-East Eu-Pca EU EQ LUX 07/21 EUR 225.63 69.0 –41.8 –32.1
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 07/22 USD 130.83 40.5 –28.7 –21.2
PF (LUX)-Emg Mkts-Pca GL EQ LUX 07/22 USD 427.33 40.5 –29.6 –21.2

PF (LUX)-Eu Indx-Pca EU EQ LUX 07/21 EUR 85.45 11.8 –21.1 –23.5
PF (LUX)-EUR Bds-Pca EU BD LUX 07/21 EUR 375.56 0.6 6.5 2.1
PF (LUX)-EUR Bds-Pdi EU BD LUX 07/21 EUR 285.80 0.6 6.5 2.1

PF (LUX)-EUR Cp Bd-Pca EU BD LUX 07/21 EUR 138.75 11.1 8.8 2.7
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 07/21 EUR 97.54 11.1 8.8 2.7
PF (LUX)-EUR HiYld-Pca EU BD LUX 07/21 EUR 121.59 34.8 –7.0 –9.5

PF (LUX)-EUR HiYld-Pdi EU BD LUX 07/21 EUR 70.49 34.8 –7.0 –9.5
PF (LUX)-EUR Liq-Pca EU MM LUX 07/21 EUR 135.73 0.8 2.3 2.9
PF (LUX)-EUR Liq-Pdi EU MM LUX 07/21 EUR 97.82 0.8 2.3 2.9
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 07/21 EUR 102.36 0.5 2.0 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 07/21 EUR 101.00 0.5 2.0 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 07/21 EUR 344.84 12.7 –24.2 –28.7

PF (LUX)-EuSust Eq-Pca EU EQ LUX 07/21 EUR 112.56 11.3 –20.9 –26.2
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 07/21 USD 220.47 16.4 10.7 7.0

PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 07/21 USD 149.99 16.4 10.7 7.0
PF (LUX)-Gr China-Pca AS EQ LUX 07/22 USD 307.21 44.4 –8.2 –10.4
PF (LUX)-Indian Eq-Pca EA EQ LUX 07/22 USD 289.11 50.9 –9.9 –14.1

PF (LUX)-Jap Index-Pca JP EQ LUX 07/22 JPY 8685.28 6.6 –30.0 –28.4
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 07/22 JPY 7575.72 3.8 –34.9 –33.0
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 07/22 JPY 7368.64 3.4 –35.3 –33.5
PF (LUX)-JpEq130/30-Pca JP EQ LUX 07/22 JPY 4273.45 8.9 –29.0 –28.6
PF (LUX)-Pacif Idx-Pca AS EQ LUX 07/22 USD 213.40 34.8 –22.7 –16.2
PF (LUX)-Piclife-Pca CH BA LUX 07/21 CHF 734.13 6.5 –4.5 –8.8

PF (LUX)-PremBrnds-Pca OT EQ LUX 07/21 EUR 51.96 17.7 –10.6 –22.6
PF (LUX)-Rus Eq-Pca OT OT LUX 07/21 USD 42.74 87.1 –52.5 NS
PF (LUX)-Security-Pca GL EQ LUX 07/21 USD 85.69 19.9 –7.9 –15.1

PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 07/21 EUR 382.16 17.1 –24.3 –27.8
PF (LUX)-US Eq-Ica US EQ LUX 07/21 USD 88.15 8.0 –24.8 –18.0
PF (LUX)-USA Index-Pca US EQ LUX 07/21 USD 77.22 6.5 –23.0 –19.9
PF (LUX)-USD Gov Bds-Pca US BD LUX 07/21 USD 507.57 –4.3 6.4 6.7
PF (LUX)-USD Gov Bds-Pdi US BD LUX 07/21 USD 372.44 –4.3 6.4 6.7
PF (LUX)-USD Liq-Pca US MM LUX 07/21 USD 130.88 0.5 1.3 2.3
PF (LUX)-USD Liq-Pdi US MM LUX 07/21 USD 85.46 0.5 1.3 2.3
PF (LUX)-USD Sov Liq-Pca OT OT LUX 07/21 USD 101.57 0.3 1.4 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 07/21 USD 100.86 0.3 1.4 NS
PF (LUX)-Water-Pca GL EQ LUX 07/21 EUR 110.61 7.4 –14.3 –17.3
PF (LUX)-WldGovBds-Pca GL BD LUX 07/22 USD 162.21 –1.6 5.7 9.0
PF (LUX)-WldGovBds-Pdi GL BD LUX 07/22 USD 134.26 –1.6 5.7 9.0
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 07/21 USD 44.91 8.2 –53.2 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 07/21 USD 11.15 42.2 –8.9 –15.6
Japan Fund USD JP EQ IRL 07/22 USD 15.96 8.6 3.1 –8.0
Polar Healthcare Class I USD OT OT IRL 07/21 USD 11.10 NS NS NS
Polar Healthcare Class R USD OT OT IRL 07/21 USD 11.11 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 07/21 EUR 593.48 5.3 –23.9 NS
Core Eurozone Eq B EU EQ IRL 07/21 EUR 703.06 6.9 –22.2 NS
Euro Fixed Income A EU BD IRL 07/21 EUR 1172.13 3.5 –1.6 –3.6
Euro Fixed Income B EU BD IRL 07/21 EUR 1248.00 3.9 –1.0 –3.0
Euro Small Cap A EU EQ IRL 07/21 EUR 995.12 17.4 –27.5 –32.7
Euro Small Cap B EU EQ IRL 07/21 EUR 1063.13 17.8 –27.0 –32.2
Eurozone Agg Eq A EU EQ IRL 07/21 EUR 547.11 10.1 –24.9 –27.7
Eurozone Agg Eq B EU EQ IRL 07/21 EUR 784.17 10.5 –24.5 –27.3
Glbl Bd (EuroHdg) A GL BD IRL 07/21 EUR 1292.22 7.9 3.0 0.6
Glbl Bd (EuroHdg) B GL BD IRL 07/21 EUR 1367.94 8.3 3.7 1.3
Glbl Bd A EU BD IRL 07/21 EUR 1038.68 5.9 10.9 0.8
Glbl Bd B EU BD IRL 07/21 EUR 1102.80 6.3 11.5 1.4
Glbl Real Estate A OT EQ IRL 07/21 USD 712.93 6.9 –36.3 –28.2
Glbl Real Estate B OT EQ IRL 07/21 USD 733.03 7.3 –35.9 –27.8
Glbl Real Estate EH-A OT EQ IRL 07/21 EUR 650.75 3.7 –35.3 –29.3
Glbl Real Estate SH-B OT EQ IRL 07/21 GBP 60.92 2.7 –36.0 –29.0
Glbl Strategic Yield A EU BD IRL 07/21 EUR 1371.30 21.3 –5.6 –4.2
Glbl Strategic Yield B EU BD IRL 07/21 EUR 1463.56 21.7 –5.0 –3.6
Japan Equity A JP EQ IRL 07/21 JPY 11548.00 11.7 –25.7 –28.7
Japan Equity B JP EQ IRL 07/21 JPY 12275.00 12.1 –25.3 –28.3
PacBasn (Ex-Jap) Eq A AS EQ IRL 07/21 USD 1854.83 44.2 –13.3 –15.3
PacBasn (Ex-Jap) Eq B AS EQ IRL 07/21 USD 1974.19 44.7 –12.7 –14.8
Pan European Eq A EU EQ IRL 07/21 EUR 804.34 11.9 –24.0 –26.5
Pan European Eq B EU EQ IRL 07/21 EUR 855.15 12.3 –23.6 –26.1
US Equity A US EQ IRL 07/21 USD 743.50 11.1 –24.9 –20.1
US Equity B US EQ IRL 07/21 USD 793.97 11.5 –24.4 –19.6
US Small Cap A US EQ IRL 07/21 USD 1084.09 7.8 –27.5 –22.9
US Small Cap B US EQ IRL 07/21 USD 1158.31 8.2 –27.1 –22.5

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 07/22 EUR 13.48 –4.6 13.9 8.3
Asset Sele C H-CHF OT OT LUX 07/22 CHF 93.71 NS NS NS
Asset Sele C H-GBP OT OT LUX 07/22 GBP 94.39 NS NS NS
Asset Sele C H-JPY OT OT LUX 07/22 JPY 9403.19 NS NS NS
Asset Sele C H-NOK OT OT LUX 07/22 NOK 108.03 –4.0 NS NS
Asset Sele C H-SEK OT OT LUX 07/22 SEK 135.31 –5.1 14.7 8.7
Asset Sele C H-USD OT OT LUX 07/22 USD 94.40 NS NS NS
Asset Sele D H-SEK OT OT LUX 07/22 SEK 126.99 –5.1 NS NS
Choice Global Value -C- GL EQ LUX 07/22 SEK 66.82 11.0 –24.8 –29.7
Choice Global Value -D- OT OT LUX 07/22 SEK 64.02 11.0 –24.8 NS
Choice Global Value -I- OT OT LUX 07/22 EUR 5.49 12.7 –33.6 –34.7
Choice Japan Fd -C- OT OT LUX 07/22 JPY 47.50 5.6 –29.8 –30.3
Choice Japan Fd -D- OT OT LUX 07/22 JPY 42.71 5.6 –29.8 –30.3
Choice Jpn Chance/Risk JP EQ LUX 07/22 JPY 49.54 10.6 –34.5 –31.8
Choice NthAmChance/Risk US EQ LUX 07/22 USD 3.36 19.9 –29.4 –20.1

Ethical Europe Fd OT OT LUX 07/22 EUR 1.65 10.1 –27.6 –30.4
Europe 1 Fd OT OT LUX 07/22 EUR 2.37 13.4 –26.5 –30.3
Europe 3 Fd EU EQ LUX 07/22 EUR 3.43 12.3 –27.2 –30.5
Global Chance/Risk Fd GL EQ LUX 07/22 EUR 0.51 8.3 –21.3 –25.0
Global Fd -C- OT OT LUX 07/22 USD 1.82 9.0 –29.7 –23.8
Global Fd -D- OT OT LUX 07/22 USD 1.14 9.0 NS NS
Nordic Fd OT OT LUX 07/22 EUR 4.71 23.4 –11.7 –18.1

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 07/22 USD 6.30 39.0 –11.7 –16.0
Choice Asia ex. Japan -D- OT OT LUX 07/22 USD 1.11 39.0 NS NS
Currency Alpha EUR -IC- OT OT LUX 07/22 EUR 10.51 –3.7 –1.0 1.3
Currency Alpha EUR -RC- OT OT LUX 07/22 EUR 10.43 –3.9 –1.4 0.8
Currency Alpha SEK -ID- OT OT LUX 07/22 SEK 97.78 –7.4 –5.0 NS
Currency Alpha SEK -RC- OT OT LUX 07/22 SEK 112.97 –3.9 –1.4 0.8
Generation Fd 80 OT OT LUX 07/22 SEK 7.21 12.9 –8.5 NS
Nordic Focus EUR NO EQ LUX 07/22 EUR 63.97 28.2 –21.2 NS
Nordic Focus NOK NO EQ LUX 07/22 NOK 71.22 28.2 –21.2 NS
Nordic Focus SEK NO EQ LUX 07/22 SEK 73.77 28.2 –21.2 NS
Russia Fd OT OT LUX 07/22 EUR 5.90 76.7 –43.6 –28.0

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 07/22 USD 1.55 11.2 –23.8 –21.6
Ethical Glbl Fd -D- OT OT LUX 07/22 USD 0.69 15.5 –25.0 –22.5
Ethical Sweden Fd NO EQ LUX 07/22 SEK 36.34 31.8 1.5 –14.3
Index Linked Bd Fd SEK OT BD LUX 07/22 SEK 12.84 0.8 3.3 5.0
Medical Fd OT EQ LUX 07/22 USD 2.85 –0.5 –18.5 –12.7
Short Medium Bd Fd SEK NO MM LUX 07/22 SEK 8.80 1.1 2.0 2.8
Technology Fd -C- OT OT LUX 07/22 USD 0.18 NS NS NS
Technology Fd -D- OT OT LUX 07/22 USD 2.15 38.3 –8.4 –12.2
World Fd -C- OT OT LUX 07/22 USD 24.45 NS NS NS
World Fd -D- OT OT LUX 07/22 USD 1.85 15.7 –22.2 –17.4

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 07/22 EUR 1.27 0.0 0.4 1.3
Short Bond Fd EUR -D- OT OT LUX 07/22 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 07/22 SEK 21.91 1.6 2.2 2.9
Short Bond Fd USD US MM LUX 07/22 USD 2.49 –0.2 0.6 1.8

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 07/22 SEK 10.16 1.0 0.0 0.5
Alpha Bond Fd SEK -B- NO BD LUX 07/22 SEK 8.80 1.0 0.0 0.5
Alpha Bond Fd SEK -C- NO BD LUX 07/22 SEK 25.44 0.9 –0.1 0.4
Alpha Bond Fd SEK -D- NO BD LUX 07/22 SEK 7.92 0.9 –0.1 0.4
Alpha Short Bd SEK -A- NO MM LUX 07/22 SEK 11.06 2.4 3.0 3.4
Alpha Short Bd SEK -B- NO MM LUX 07/22 SEK 10.12 2.4 3.0 3.4
Alpha Short Bd SEK -C- NO MM LUX 07/22 SEK 21.63 2.3 2.9 3.2
Alpha Short Bd SEK -D- NO MM LUX 07/22 SEK 8.19 2.3 2.9 3.2
Bond Fd SEK -C- NO BD LUX 07/22 SEK 42.29 1.8 11.9 6.7
Bond Fd SEK -D- NO BD LUX 07/22 SEK 12.28 1.9 12.0 6.1
Corp. Bond Fd EUR -C- EU BD LUX 07/22 EUR 1.18 8.5 3.1 0.4
Corp. Bond Fd EUR -D- EU BD LUX 07/22 EUR 0.91 8.6 3.2 0.2
Corp. Bond Fd SEK -C- NO BD LUX 07/22 SEK 11.70 8.9 –1.1 –1.1
Corp. Bond Fd SEK -D- NO BD LUX 07/22 SEK 8.85 8.9 –1.1 –1.0
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 07/22 EUR 102.12 –1.7 5.6 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 07/22 EUR 106.53 2.9 10.2 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 07/22 SEK 1153.50 2.9 10.2 NS
Flexible Bond Fd -C- NO BD LUX 07/22 SEK 21.33 2.3 6.6 4.6
Flexible Bond Fd -D- NO BD LUX 07/22 SEK 11.67 2.3 6.6 4.6

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 07/22 USD 2.15 39.7 –22.2 –15.2
Eastern Europe Fd OT OT LUX 07/22 EUR 1.99 22.7 –30.1 –26.8

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 07/22 SEK 27.08 61.3 11.5 –16.2
Eastern Europe SmCap Fd OT OT LUX 07/22 EUR 1.82 46.8 –33.6 –33.1
Europe Chance/Risk Fd EU EQ LUX 07/22 EUR 867.33 13.7 –29.7 –32.5
Listed Private Equity -C- OT OT LUX 07/22 EUR 97.25 18.1 NS NS
Listed Private Equity -IC- OT OT LUX 07/22 EUR 54.98 33.1 NS NS
Listed Private Equity -ID- OT OT LUX 07/22 EUR 53.39 29.4 NS NS
Nordic Small Cap -IC- OT OT LUX 07/22 EUR 101.80 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 07/22 SEK 77.34 –3.4 –24.3 –16.3
Asset Sele Defensive Acc EUR -C- OT OT LUX 07/22 EUR 98.81 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 07/22 SEK 98.90 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 07/22 USD 100.06 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 07/22 SEK 70.66 –3.4 –24.3 –17.6

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 07/09 USD 927.99 –1.3 NS NS

MENA Special Sits Fund OT OT BMU 06/30 USD 1028.16 5.9 NS NS
UAE Blue Chip Fund OT OT ARE 07/09 AED 5.05 10.1 –59.8 –24.9

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 07/21 EUR 28.50 0.5 –7.2 0.3
Bonds Eur Corp A OT OT LUX 07/21 EUR 22.24 7.3 5.9 0.4
Bonds Eur Hi Yld A OT OT LUX 07/20 EUR 17.74 33.4 –6.3 –9.8
Bonds EURO A OT OT LUX 07/21 EUR 40.28 2.0 10.6 5.3
Bonds Europe A OT OT LUX 07/21 EUR 38.49 1.6 9.7 4.1
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 07/20 USD 34.54 9.5 10.7 7.7
Bonds World A OT OT LUX 07/20 USD 40.74 2.3 4.2 8.4
Eq. China A OT OT LUX 07/21 USD 21.25 42.2 –5.1 –12.2
Eq. ConcentratedEuropeA OT OT LUX 07/21 EUR 23.18 12.5 –26.0 –27.3
Eq. Eastern Europe A OT OT LUX 07/21 EUR 17.50 32.4 –49.2 –36.5
Eq. Equities Global Energy OT OT LUX 07/21 USD 15.78 10.7 –39.4 –18.9
Eq. Euroland A OT OT LUX 07/21 EUR 9.32 1.7 –28.4 –28.8
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 07/21 EUR 9.75 15.7 –29.5 –31.4
Eq. Glbl Emg Cty A OT OT LUX 07/21 USD 8.38 40.1 –25.3 –17.6
Eq. Global A OT OT LUX 07/21 USD 23.52 11.8 –24.3 –23.6
Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6
Eq. Gold Mines A OT OT LUX 07/21 USD 25.66 22.7 –15.0 –3.8
Eq. Japan Sm Cap A OT OT LUX 07/21 JPY 1072.41 18.4 –13.8 –28.6
Eq. Japan Target A OT OT LUX 07/22 JPY 1749.95 11.8 –8.4 –16.2
Eq. Pacific A OT OT LUX 07/21 USD 8.54 33.8 –18.6 –17.5
Eq. US ConcenCore A OT OT LUX 07/21 USD 19.12 17.7 –16.9 –15.3
Eq. US Lg Cap Gr A OT OT LUX 07/21 USD 13.06 21.1 –30.3 –19.3
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 07/21 USD 18.23 14.1 –29.4 –22.6
Eq. US Rel Val A OT OT LUX 07/21 USD 17.53 12.8 –28.2 –27.0
Eq. US Sm Cap Val A OT OT LUX 07/21 USD 13.65 5.5 –36.4 –31.6
Eq. US Value Opp A OT OT LUX 07/21 USD 14.06 8.5 –37.5 –31.0
Money Market EURO A OT OT LUX 07/21 EUR 27.35 0.8 2.7 3.5
Money Market USD A OT OT LUX 07/21 USD 15.82 0.5 1.6 2.8

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 07/22 JPY 8831.00 2.6 –32.3 –36.5
YMR-N Japan Fund OT OT IRL 07/22 JPY 9845.00 4.3 –31.7 –33.5
YMR-N Small Cap Fund OT OT IRL 07/22 JPY 6901.00 7.5 –23.9 –35.3

n Yuki 77 Series
Yuki 77 General JP EQ IRL 07/22 JPY 6102.00 3.4 –34.7 –34.9
Yuki 77 Growth JP EQ IRL 07/22 JPY 5792.00 –2.1 –37.4 –39.1

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 07/22 JPY 6494.00 4.1 –32.3 –35.5
Yuki Chugoku JpnLowP JP EQ IRL 07/22 JPY 8173.00 –0.2 –25.7 –30.3

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 07/22 JPY 6876.00 1.6 –35.4 –35.9

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 07/22 JPY 4541.00 –0.2 –38.6 –36.2
Yuki Hokuyo Jpn Inc JP EQ IRL 07/22 JPY 5269.00 –0.2 –30.0 –30.5
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 07/22 JPY 5080.00 8.0 –21.9 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 07/22 JPY 4299.00 1.2 –41.3 –38.8
Yuki Mizuho Jpn Dyn Gro OT OT IRL 07/22 JPY 4597.00 2.3 –41.2 –39.5
Yuki Mizuho Jpn Exc 100 OT OT IRL 07/22 JPY 6533.00 7.1 –35.1 –35.1
Yuki Mizuho Jpn Gen OT OT IRL 07/22 JPY 8345.00 4.0 –32.0 –35.3
Yuki Mizuho Jpn Gro OT OT IRL 07/22 JPY 6384.00 2.1 –31.0 –36.7
Yuki Mizuho Jpn Inc OT OT IRL 07/22 JPY 7631.00 –4.0 –34.2 –33.2
Yuki Mizuho Jpn Lg Cap OT OT IRL 07/22 JPY 5016.00 0.6 –34.0 –34.1
Yuki Mizuho Jpn LowP OT OT IRL 07/22 JPY 11863.00 4.7 –21.3 –28.0
Yuki Mizuho Jpn PGth OT OT IRL 07/22 JPY 7945.00 4.0 –34.7 –36.0
Yuki Mizuho Jpn SmCp OT OT IRL 07/22 JPY 6992.00 14.0 –23.0 –34.5
Yuki Mizuho Jpn Val Sel OT OT IRL 07/22 JPY 5655.00 8.9 –28.7 –30.8
Yuki Mizuho Jpn YoungCo OT OT IRL 07/22 JPY 2837.00 18.9 –28.6 –41.1

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 07/22 JPY 4844.00 7.6 –38.1 –37.0

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 07/22 JPY 5264.00 3.2 –33.6 –37.1
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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 22.0 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
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Reliance Communications Ltd.

India’s Etisalat DB Telecom Pvt
Ltd. and Reliance Communications
Ltd. said they have signed a deal
worth more than 100 billion rupees
($2.07 billion) to share telecom infra-
structure in the world’s fastest-grow-
ing telecom market. Etisalat DB will
use infrastructure operated by Reli-
ance Infratel Ltd., the unit that runs
the telecom infrastructure business
for Reliance Communications, a joint
statement said. Reliance Communica-
tions is India’s second-largest mobile
services provider by subscriber base.
At the end of March, Reliance Infratel
had 48,000 telecom towers. Etisalat
in 2008 received spectrum and li-
censes to offer telecom services in 15
of India’s 22 service areas. Reliance
Infratel President Inder Bajaj said
that under the deal, Etisalat will be of-
fered 30,000 locations, or cell sites,
from which it can transmit radio sig-
nals over a span of two years.

Pepsi profit edges down
Gatorade feels heat,
but Frito-Lay brand
enjoys growth in Asia

Avon Products Inc.

Avon Products Inc., giving details
of a restructuring plan disclosed in
February, said it will realign its glo-
bal supply chain and streamline oper-
ations in key locations to improve ef-
ficiency. The changes, which will re-
sult in a second-quarter charge of
about $77 million, will eliminate
about 1,200 jobs when they are fully
implemented by 2012-2013, Avon
said. Avon will close its facility in
Springdale, Ohio, by mid-2012, shift-
ing that production to sites in Mor-
ton Grove, Ill., and Celaya, Mexico,
and to contract manufacturers.

Japan firm sues Cerberus officer

CORPORATE NEWS

Pepsi’s results were hurt by continued
declines in its Gatorade sports drink.

LG Electronics Inc.

LG Electronics Inc. posted a
record second-quarter profit as ro-
bust sales of mobile phones and
flat-screen television sets drove
sales higher. But the company
sounded a cautious note about its
third-quarter outlook, saying that
margins from mobile phones will
likely fall because of stiff competi-
tion. LG also expects demand for
consumer electronics to remain
tepid amid the global economic
slowdown. South Korea’s second-
largest consumer-electronics com-
pany by sales after Samsung Elec-
tronics Co. said second-quarter
net profit rose 62% to 1.15 trillion
won ($918 million) in the quarter
ended June 30, from 707 billion
won a year earlier. The net profit
also received a boost from 285.7 bil-
lion won in foreign-exchange
gains. Sales rose 14% to 14.5 trillion
won from 12.74 trillion won.

Wipro Ltd.

Wipro Ltd. reported a 12% rise in
first-quarter profit, becoming the
third major Indian software ex-
porter to beat market estimates as it
sounded an optimistic note. Profit
at India’s third-largest software ex-
porter by revenue rose to 10.16 bil-
lion rupees ($209.8 million) in the
three months ended June 30, up
from 9.08 billion rupees a year ear-
lier. Total revenue—including from
IT services, IT products, consumer-
care and lighting business—rose 5%
to 62.74 billion rupees from 59.67 bil-
lion rupees a year earlier, helped by
the addition of 26 new IT services
new clients. Analysts were expect-
ing a profit of 9.14 billion rupees on
revenue of 63.22 billion rupees. “We
are starting to see the first signs of
stability in the business as ramp
downs start to taper off and vol-
umes start to stabilize,” Wipro
Chairman Azim Premji said.

OAO Aeroflot

Russian flagship carrier OAO Aer-
oflot said Wednesday it will delay
the purchase of five A320 and Air-
bus A321 planes from Airbus, a unit
of European Aeronautic Defence
and Space Co., because of the global
economic downturn. The airline
said it will buy two A320-200 planes
in the first quarter of 2011 and the
first quarter of 2012 rather than in
the first quarter 2010. The delivery
of three A321-200s is being moved
to the first and fourth quarters of
2012 from the third quarter of 2010.
Airlines world-wide have been strug-
gling with a decline in passenger
numbers as business travelers and
tourists cut their spending amid the
global recession.

—Compiled from staff
and wire service reports.

GLOBAL BUSINESS BRIEFS

By Anjali Cordeiro

PepsiCo Inc.’s second-quarter
earnings slipped 2% due to cur-
rency fluctuations and pressures in
the North American beverage busi-
ness, but the company’s Frito-Lay
snacks drew more cash-strapped
consumers and its volumes rose in
Asian markets.

PepsiCo’s revenue came in lighter
than analysts’ forecasts, falling 3% to
$10.59 billion. But excluding foreign-
exchange effects, it rose 5.5%.

The North American beverages
business was hurt by continued de-
clines in its Gatorade sports drink,
despite recent efforts to revive
growth in that key brand.

PepsiCo International results
were mixed,with declines in Europe
but growth in Asia, the Middle East
and Africa.

Still, Chief Executive Indra Nooyi
struck a more optimistic note on glo-
bal economic trends. Ms. Nooyi said
cautious consumers are slowly start-

ing to spend and that she was hope-
ful some signals are pointing to
“green shoots” of economic recov-
ery. Ms. Nooyi said some of the com-
pany’s businesses had done a little
better in June.

To revive growth in Gatorade,
the company said it will launch new
products next year. Gatorade domi-
nates the sports drinks category,
but sales have come under pressure
amid tough competition from

brands such as Coca-Cola Co.’s Pow-
erade and VitaminWater. Consum-
ers have also migrated to cheaper
options, including tap water, during
the recession.

Pepsi reported its second-quar-
ter profit slipped to $1.66 billion
from $1.7 billion a year ago. But per-
share figures rose to $1.06 from
$1.05 as shares outstanding fell
2.5%. Excluding mark-to-market
gains and restructuring expenses,
earnings dipped to $1.02 from $1.03.

Analysts polled by Thomson
Reuters had been, on average, look-
ing for earnings of $1 on revenue of
$10.99 billion.

At its Pepsi Americas beverage
business, volume fell 6% and reve-
nue was down 7% in constant cur-
rency as customers opted for lower-
priced offerings. At its Frito-Lay
snacks division in North America,
volume rose 3% and revenue was up
8% on a constant-currency basis,
amid strong sales of Lay’s and
Doritos.

PepsiCo offered no updates on
its bottler bids. In April, the com-
pany made an acquisition bid for bot-
tlers PepsiCo Americas and Pepsi
Bottling Group. The bottlers have
so far rejected the bid, calling the of-
fer prices too low.

By Tor Ching Li

TOKYO—Kokusai Kogyo Hold-
ings Co. is suing Cerberus Capital
Management LP’s Chief Operating
Officer Mark Neporent and two
former directors of a transport firm
the companies jointly own for a vio-
lation of fiduciary duties that re-
sulted in losses of 52.6 billion yen
($561.4 million).

The lawsuit is the latest tussle be-
tween private-equity firms and Jap-
anese companies they have inter-
ests with, and adds to Cerberus’s
portfolio of troubles in the country—
such as its investment in unprofit-
able Japanese bank Aozora Bank.

U.S. investment firm Cerberus,
which took a 55% stake in Kokusai
Kogyo KK in 2004, had appointed
the three defendants to the board of
the bus, hotels and property com-
pany. Japanese conglomerate Koku-
sai Kogyo Holdings owns 45% of
Kokusai Kogyo KK.

The three Kokusai Kogyo KK di-
rectors being sued are Mr. Nep-
orent, Toshikiyo Shimizu, who re-
signed in June 2008, and Kazuhiko
Kawai, who left in April, according
to a statement that Kokusai Kogyo
Holdings issued on Tuesday.

Kokusai Kogyo Holdings said “fur-
ther despotic governance could se-
verely decrease the corporate value of

the company,” adding that its employ-
ees and labor unions have also voiced
their disapproval with Cerberus.

Cerberus said Wednesday the
suit was “entirely without merit”
and conducted in “bad faith.” Cer-
berus said it will contest the case in
court, alleging that Kokusai Kogyo’s
lawsuit is “the latest in a long series
of efforts to compel Cerberus to sell
its majority stake in the company to
the founding [Osano] family.”

Contact details for Messrs.
Shimizu and Kawai, who was vice-
president of Kokusai Kogyo KK,
weren’t immediately available. But
lawyers for the three defendants—
Messrs.Kawai,ShimizuandNeporent—
said in court filings that they are call-
ing for a dismissal of the lawsuit and
will respond to the charges in court.

Kokusai Kogyo Holdings is seeking
to recover 52.6 billion yen in losses al-
legedly incurred by the three direc-
tors from actions such as the sale of a
33.16% stake in Teikoku Hotel in To-
kyo for 86.2 billion yen. At the time of
the sale in October 2007, the hotel
was Kokusai Kogyo KK’s most valu-
able asset. The suit alleges losses
were incurred due to the decision to
usethe sale’s proceeds for the redemp-
tion of preferred shares issued to Cer-
berus, rather than for paying off a 200
billion yen loan that Cerberus had ex-
tended to Kokusai Kogyo KK.

Kokusai Holdings said the
“hasty” sale of the hotel stake re-
sulted in the lost opportunity to sell
the shares to another prospective
buyer at a higher price, leading to a
loss of 12.3 billion yen. In addition,
Kokusai Holdings said, the interest
rate chalked up by the group’s loan
was higher than the dividend yield
of the preferred shares, incurring an
opportunity cost of 14.8 billion yen.

The directors also led Kokusai Ko-
gyo KK to replace loans from Cer-
berus by obtaining a 200 billion yen
loan from Wachovia Corp. at a sub-
stantially higher rate, incurring to-
tal losses of 25.5 billion yen in in-
creased payments and other ex-
penses, Kokusai Holdings said.

Kokusai Holdings singled out Mr.
Kawai for leading the group to sell
around 98,000 square meters of
land in Otonecho, Saitama Prefec-
ture, at about half the market price,
resulting in a loss of 450 million yen.

Cerberus says it “acquired a con-
trolling stake in Kokusai Kogyo (KK)
when the company was on the brink
of bankruptcy and returned it to prof-
itability.” Also, “Cerberus has consis-
tently advised the Osanos that it has
no intention [to sell its stake in Koku-
sai Kogyo KK], and no legal obliga-
tion to do so … ,” a spokesman said.
 —James Simms

contributed to this article.

By Deepali Gupta

MUMBAI—Tech Mahindra Ltd.
said its fiscal first-quarter profit fell
49%, weighed down by the interest
costs on the expensive debt it took to
buy Satyam Computer Services Ltd.

The software exporter said for-
eign-exchange losses of about $10
million also pulled down income in
the April-June quarter. For the pe-
riod, profit was 1.32 billion rupees
($27.4 million). Revenue slipped to
11.13 billion rupees from 11.16 bil-
lion rupees.

Tech Mahindra raised high-cost
debt earlier this year to acquire Sa-
tyam, now called Mahindra Satyam,
in which it holds 42.7%. Its debt was
23.8 billion rupees at the end of last
month. Satyam was plunged into tur-
moil in January when then-Chair-
man B. Ramalinga Raju confessed to
altering the company’s accounts and
creating fictitious cash balances.

Tech Mahindra is a joint venture
between Mahindra & Mahindra Ltd.,
India’s biggest utility-vehicle and
tractor maker by sales, and BT
Group PLC.

Tech Mahindra profit falls 49%

Pe
ps

i

Continental Airlines Inc.

Continental Airlines Inc.
Wednesday apologized to India’s
former president, A.P.J. Abdul
Kalam, for frisking him before he
boarded a flight to New York. The
apology came a day after India’s Bu-
reau of Civil Aviation Security filed
a complaint with the local police
against the Houston-based carrier
for “wrongfully” frisking Mr. Kalam
on April 21, in contravention of bu-
reau rules that exempt specified
VIPs from such body checks. Conti-
nental said in a statement that it has
formally apologized to the former
president for any “misunderstand-
ing and/or inconvenience related to
the security screening on April 21.”

Tele2 AB

Sales rise 3.1% as emphasis
shifts to Russia and Baltics

Swedish telecommunications op-
erator Tele2 AB swung to a net
profit in the second quarter, when
charges weighed on results. Tele2
posted a net profit of 1.14 billion
Swedish kronor ($149 million), com-
pared with a net loss of 54 million
kronor a year earlier, when it wrote
down 183 million kronor in goodwill
and invested 555 million kronor in
its joint venture Plusnet. Sales grew
3.1% to 10.13 billion kronor. Along
with its Nordic peers, Tele2 has in-
vested heavily in Russia over the
past few years, betting that the coun-
try will drive sales and earnings as
growth in Western European mar-
kets slows. In the second quarter, al-
most half of Tele2’s 25.4 million cus-
tomers were located in Russia. An
additional 13% of its customers were
from the Baltic countries.

Vodacom Group Ltd.

Mobile-telecommunications op-
erator Vodacom Group Ltd. on
Wednesday posted a 12% rise in reve-
nue for its fiscal first quarter as it
added customers across its opera-
tions. Revenue rose to 14.2 billion
rand ($1.82 billion) from a year ear-
lier, as a 8.2% increase in revenue in
its home market offset an 8.1% de-
cline across the rest of Africa, Voda-
com, which is 65% owned by the
U.K.’s Vodafone Group PLC, said.
The company said it had 41.3 million
subscribers by the end of June, up al-
most 20% from the fiscal fourth
quarter. It added 1.1 million custom-
ers in South Africa during the quar-
ter to bring its base to 28.7 million.
However, the pace of subscriber
growth is set to slow now that opera-
tors must go through the process of
registering customers in Vodacom’s
three largest markets, Chief Execu-
tive Pieter Uys warned. Vodacom
listed in Johannesburg in May after
Telkom SA Ltd. spun off a 35% stake
in the company to its shareholders
and sold a 15% to Vodafone.

Executive Travel Program

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

www.thinkmediaoutdoor.be
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Gl High Yield I US BD LUX 07/21 USD 3.71 32.4 –5.9 –4.3
Gl Value A GL EQ LUX 07/21 USD 9.40 10.7 –35.0 –30.4
Gl Value B GL EQ LUX 07/21 USD 8.67 10.0 –35.7 –31.1
Gl Value I GL EQ LUX 07/21 USD 9.96 11.2 –34.6 –29.9
India Growth A - OT OT LUX 07/21 USD 101.98 NS NS NS
India Growth AX OT OT LUX 07/21 USD 89.04 54.1 4.0 –6.1
India Growth B - OT OT NA 07/21 USD 107.32 NS NS NS
India Growth BX OT OT LUX 07/21 USD 76.46 53.3 3.0 –7.0
India Growth I EA EQ LUX 07/21 USD 92.07 54.5 4.4 –5.8
Int'l Health Care A OT EQ LUX 07/21 USD 118.33 0.8 –18.0 –15.1
Int'l Health Care B OT EQ LUX 07/21 USD 100.26 0.2 –18.8 –16.0
Int'l Health Care I OT EQ LUX 07/21 USD 128.82 1.2 –17.3 –14.4
Int'l Technology A OT EQ LUX 07/21 USD 91.09 24.5 –22.5 –17.9
Int'l Technology B OT EQ LUX 07/21 USD 79.29 23.9 –23.3 –18.7
Int'l Technology I OT EQ LUX 07/21 USD 101.77 25.1 –21.9 –17.3
Japan Blend A JP EQ LUX 07/21 JPY 5746.00 7.1 –33.1 –30.7
Japan Growth A JP EQ LUX 07/21 JPY 5655.00 1.7 –33.3 –30.9
Japan Growth I JP EQ LUX 07/21 JPY 5798.00 2.1 –32.7 –30.3
Japan Strat Value A JP EQ LUX 07/21 JPY 5743.00 11.4 –34.1 –31.2
Japan Strat Value I JP EQ LUX 07/21 JPY 5875.00 11.9 –33.6 –30.6
Real Estate Sec. A OT EQ LUX 07/21 USD 11.50 7.8 –33.1 –27.0

Real Estate Sec. B OT EQ LUX 07/21 USD 10.56 7.2 –33.8 –27.7
Real Estate Sec. I OT EQ LUX 07/21 USD 12.31 8.2 –32.6 –26.4
Short Mat Dollar A US BD LUX 07/21 USD 6.91 4.3 –7.5 –9.7
Short Mat Dollar A2 US BD LUX 07/21 USD 9.16 4.6 –7.7 –9.7
Short Mat Dollar B US BD LUX 07/21 USD 6.91 4.1 –7.9 –10.1
Short Mat Dollar B2 US BD LUX 07/21 USD 9.13 4.2 –8.1 –10.1
Short Mat Dollar I US BD LUX 07/21 USD 6.91 4.6 –7.0 –9.1

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 07/21 GBP 6.87 3.2 –13.8 –15.1
Andfs. Borsa Global GL EQ AND 07/21 EUR 5.63 –2.9 –28.9 –25.2
Andfs. Emergents GL EQ AND 07/21 USD 14.13 41.3 –23.0 –16.0
Andfs. Espanya EU EQ AND 07/21 EUR 11.66 7.7 –16.4 –18.1
Andfs. Estats Units US EQ AND 07/21 USD 12.93 6.0 –24.9 –20.0
Andfs. Europa EU EQ AND 07/21 EUR 6.75 4.0 –22.7 –23.5

Andfs. Franca EU EQ AND 07/21 EUR 8.33 0.6 –23.1 –25.5

Andfs. Japo JP EQ AND 07/21 JPY 475.72 8.5 –25.5 –28.4

Andfs. Plus Dollars US BA AND 07/21 USD 8.69 3.1 –13.7 –10.4

Andfs. RF Dolars US BD AND 07/21 USD 10.75 5.2 –4.9 –2.2

Andfs. RF Euros EU BD AND 07/21 EUR 10.14 13.2 –2.9 –5.0

Andorfons EU BD AND 07/21 EUR 13.41 12.4 –4.7 –8.0

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

Andorfons Mix 30 EU BA AND 07/21 EUR 8.60 6.2 –17.5 –15.2

Andorfons Mix 60 EU BA AND 07/21 EUR 8.19 0.8 –26.7 –22.3

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 07/17 USD 196146.09 45.4 –15.4 –16.4

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 07/22 EUR 9.63 –4.4 –6.2 –3.0

DJE-Absolut P GL EQ LUX 07/22 EUR 180.77 3.1 –19.2 –16.1

DJE-Alpha Glbl P EU BA LUX 07/22 EUR 159.26 3.5 –14.9 –12.2
DJE-Div& Substanz P GL EQ LUX 07/22 EUR 187.96 7.5 –13.1 –13.1
DJE-Gold&Resourc P OT EQ LUX 07/22 EUR 144.24 10.3 –22.0 –11.4
DJE-Renten Glbl P EU BD LUX 07/22 EUR 125.78 5.1 4.6 1.4
LuxPro-Dragon I AS EQ LUX 07/22 EUR 135.61 46.1 6.6 –7.3
LuxPro-Dragon P AS EQ LUX 07/22 EUR 132.25 45.7 6.1 –8.3
LuxTopic-Aktien Europa EU EQ LUX 07/22 EUR 15.23 6.3 –6.7 –9.6
LuxTopic-Pacific AS EQ LUX 07/22 EUR 13.51 49.3 –21.6 –19.4

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 06/30 USD 38.55 11.5 –37.7 –10.1
EFG-Hermes MEDA* GL EQ BMU 05/29 USD 22.16 5.8 –44.0 –11.0

Continued from previous page

Please turn to next page

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

Doubts slow overhaul of financial rules
Some Democrats balk
at more Fed power,
consumer watchdog

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

By Damian Paletta

WASHINGTON—The Obama ad-
ministration’s effort to swiftly over-
haul supervision of financial mar-
kets is running into trouble in Con-
gress, with some Democrats balking
at key elements of the plan.

Democrats are unsure they can
muster enough votes to support the
administration’s plan to create a new
consumer-products regulator, and ex-
pand the powers of the Federal Re-
serve. On Tuesday, Massachusetts
Democratic Rep. Barney Frank, who
chairs the House Financial Service
Committee, delayed until September
a vote on a regulator to oversee con-
sumer products, such as mortgages
and credit cards.

The administration is planning
an aggressive effort to rebuild sup-
port for the overhaul, including a se-
ries of public speeches intended to re-
mind lawmakers why the efforts
must move forward.

“We’re very much in the thick of
this, and it’s an all-out push on a num-
ber of fronts,” Treasury assistant sec-
retary Michael Barr said.

Treasury Deputy Secretary Neal
Wolin was scheduled to try to sell
parts of the plan on Wednesday to a
group of bank executives in Wash-
ington. Administration officials also
hope to release draft legislation out-
lining how their plan would consoli-
date supervision, and increase over-
sight of large institutions. Treasury
Secretary Timothy Geithner is ex-
pected to try to sell the proposal on
Friday to Mr. Frank’s committee,
where the reception has been luke-
warm.

Treasury’s efforts come as sev-
eral members of Congress have

grown more critical of the plan.
Some Democratic senators, includ-
ing Virginia Sen. Mark Warner, have
questioned whether the Fed should
be given more power.

Lawmakers have also com-
plained that the package is too com-
plex, and hasn’t been adequately vet-
ted. The delay announced by Rep.
Frank is significant because it could
push back other votes on the plan.

Lawmakers are “simply over-
whelmed,” Rep. Spencer Bachus (R.,
Ala.) said at a hearing Tuesday. The
“proposals are complex,” and the
“ramifications are hard to gauge,”

he said.
Obama administration officials

are concerned that chances for an
overhaul will fade as the economy re-
covers. Senate Banking Committee
Chairman Christopher Dodd (D.,
Conn.) said he was still “very opti-
mistic” it could get done by the end
of the year.

“The administration has a very
bold plan,” Sen. Dodd said. “It’s
clearly one that needs more work.”

The regulatory-revision proposal
is the latest effort by the administra-
tion to run into trouble in Washing-
ton. President Barack Obama’s health-

care push is also facing resistance
from lawmakers in both parties who
are concerned about the plan’s costs.

In June, President Obama pro-
posed sweeping new rules for finan-
cial markets, pushing tougher fed-
eral standards for issues such as ex-
ecutive compensation, credit-rating
agencies, credit derivatives, hedge
funds, bank reserves and consumer
protection. It would also empower
the government to take over and
break up large financial institu-
tions, and create a new national
bank regulator after closing down
the Office of Thrift Supervision.

The proposal would have ramifi-
cations for financial institutions of
all sizes, though it could have a big-
ger impact on the operations of
large firms, such as Bank of America
Corp., J.P. Morgan Chase & Co., Citi-
group Inc. and Wells Fargo & Co., by
requiring higher reserve require-
ments and intensifying oversight of
the credit they extend.

The lack of a key lawmaker who
embraces the entire package poses a
problem for the administration. Rep.
Frank and Sen. Dodd support only
parts of the plan. There is also discord
within the government, as top offi-
cials from the Federal Reserve and
Federal Deposit Insurance Corp. have
questioned parts of the proposal.

Many critics say it would over-
whelm the financial sector with reg-
ulation, stifle innovation and create
so much bureaucracy that it could
become nearly impossible for con-
sumers to access credit. The drum-
beat of criticism has frustrated sup-
porters, who say there is only a
short window for Congress to adopt
major changes.

“We’re missing a tremendous op-
portunity to do some good,” said
John Taylor, president of the Na-
tional Community Reinvestment Co-
alition, who supports tough con-
sumer-protection rules. “It’s all
very disappointing.”
 —Dan Fitzpatrick

contributed to this article.

Vodafone Qatar shares surge in their market debut
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By Alex Wilson

MELBOURNE, Australia—BHP
Billiton Ltd. posted a 10% drop in
fourth-quarter iron ore output to 27
million metric tons, with a series of
accidents and the impact of expan-
sions blamed for the lower result.

Analysts said the weaker iron ore
output was roughly in line with ex-
pectations and that the world’s larg-
est miner reported strong showings
from its metallurgical coal and pe-
troleum divisions in the quarter
ended June 30.

Total iron ore production for the
year from BHP’s mines in the Pilbara
region of Western Australia state was
124.8 million metric tons, below previ-
ous guidance for 130 million tons.

BHP’s Iron Ore President Ian
Ashby had warned in May that the
iron ore output was likely to come in

“a few million tons short” of the
guidance due to disruptions caused
by a series of accidents at the min-
er’s operations.

Five workers died at BHP’s West
Australian operations in the last fis-
cal year and the resulting shut
downs and safety reviews have hurt
production.

BHP said that, in the short term,
underlying demand trends for com-
modities were being masked by de-
stocking and restocking activities.
“China inventory build is essentially
complete, while we are now seeing
evidence that restocking has com-
menced in North America, Europe
and Japan,” BHP said.

Macquarie analyst Brendan Har-
ris said the quarterly figures were
solid and the market wasn’t expect-
ing BHP to match the 8% increase in
quarterly iron ore output that Rio
Tinto Ltd. posted last week.

BHP and Rio have agreed to bring
their iron ore operations in the Pil-
bara together into a joint venture.

Copper production for the quar-
ter fell 21% from the same time last
year to 307,200 tons, and BHP said
provisional pricing impacts on cop-
per were set to decrease earnings by
US$936 million.

Petroleum output for the quarter
rose 4% over the year to 37.56 mil-
lion barrels of oil equivalent. BHP’s
metallurgical coal output rose 4% to
9.5 million metric tons.

Traders work on the New York Stock Exchange floor Tuesday. President Barack
Obama’s proposed regulatory overhaul would affect many financial players.

By Tim Falconer

DUBAI—Shares of Vodafone Qa-
tar, part of the U.K.’s Vodafone
Group, surged as much as 30% on
their debut on Qatar’s stock market
Wednesday following the compa-

ny’s $1 billion ini-
tial public offering.

The listing high-
lights the impor-
tance of the Middle

East to global mobile-phone opera-
tors as saturated domestic markets
hasten the search for new sources of
revenue.

The IPO was fully subscribed,
with the company saying demand
came from both institutional and in-
dividual investors. The strength of
demand for those shares Wednes-
day was particularly impressive
given the dire state of the Middle
Eastern IPO market.

Capital raised through IPOs in the
region fell 87% in the first six months
of 2009 compared with the same pe-
riod a year earlier, and the size of the
average offering has been sliced in
half, according to Zawya.com.

Vodafone will keep a 22.95%
stake in the telecom operator, while

Qatar’s government holds 37.05%
through the Qatar Foundation and
other state-backed companies.

Analysts said a big part of
Vodafone Qatar’s appeal lies in its
potential to snatch market share
from incumbent operator Qatar
Telecom, known as Qtel.

Qatar’s booming economy and
swellingpopulation also make the gas-
rich country an attractive market for
foreign companies such as Vodafone.
Qatar’s gross domestic product grew
17.5% in the first quarter of the year,
while many neighboring countries ex-
perienced a contraction.

“Vodafone Qatar’s business plan
envisions rapid growth in the popu-
lation, allowing it an opportunity to
see high growth, and with Qtel’s do-
mestic margins well above 60%, we
believe that there is ample room to
take share without disruptive pric-
ing policies being required,” Martin
Mabbutt, a telecom analyst at No-
mura, said in a recent note.

Vodafone Qatar shares closed
Wednesday at 11.40 Qatar riyals, or
about $3.13, up 14% from the 10 riy-
als a share paid by the subscribers
to the initial public offering. The
stock traded as high as 13 riyals.
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Accidents cut
iron-ore output
at miner BHP

The world’s largest
miner reported
strong results in
coal and petroleum.
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Darkness and wonder on the edge of Asia

In China, people used welding masks to watch the solar eclipse that crossed Asia Wednesday, leaving some parts dark for
more than six minutes. At right, the sun is blocked in the Pacific Ocean, 1,200 kilometers south of Tokyo.

A
ss

oc
ia

te
d

Pr
es

s

Mumbai gunman tells court he is ready to face execution

Biden faults Ukraine leaders’ quarreling
Bickering has held up economic change, moves to end energy dependence on foreign powers, says U.S. vice president

U.S. Vice President Joe Biden receives an award from Georgia’s President Mikheil
Saakashvili, background, during a reception in Tbilisi Wednesday.
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The surviving gunman from last
year’s terrorist assault on Mumbai
said he was ready to be hanged and
expected no leniency for providing
details of the plot and confessing to
his role in the attack.

“If I am hanged for this, I am not
bothered. I don’t want any mercy
from the court,” Mohammed Ajmal
Kasab told a Mumbai court Wednes-
day, the third day of his trial.

After entering a plea of not
guilty, Mr. Kasab, a 21-year-old Paki-
stani, stunned the court Monday
with a lengthy confession of his part
in November’s three-day assault on
luxury hotels, a train station, a Jew-
ish center and other targets.

“I don’t think I am innocent,” he
told the court Monday, and then pro-
ceeded to tell the story of how he
went from being a poorly paid shop
assistant in small-town Pakistan to
the face of the carnage in Mumbai.

At first, he said, all he wanted
was to be a bandit. So he and a friend
headed for Rawalpindi, a city near
Pakistan’s capital and the country’s
military headquarters. They
searched for bearded men, figuring
Islamist militants could train them
to use weapons and fight, according
to the court’s record of Mr. Kasab’s
confession.

They were directed to a house on
the corner of a narrow lane. A man
answered the door. “I told him we
had come for jihad,” Mr. Kasab said,
according to the court record. The
man was from Lashkar-e-Taiba, a
major Pakistani militant group that

has repeatedly launched terrorist
strikes in India.

The next day, they were on a bus
heading to Muridke, the small town
where Lashkar, along with its associ-
ated charity, Jamaat-ud-Dawa, were
based before a crackdown by Paki-
stani authorities in the weeks after
the Mumbai attack. There, he said,
he learned how to pray. Then, in f
hills nearby, he and 19 other young
men went on a basic training of
sorts: they exercised and learned to
shoot. After that, Lashkar did some
background checks. Then he was
taught to use AK-47s, rocket launch-
ers, grenades and mortars.

A few months later, Mr. Kasab
found himself in Karachi where he
and the nine others selected for the
Mumbai mission learned how to nav-
igate a boat and studied their tar-
gets. Six weeks later, the 10 men em-
barked in a small boat to a bigger
boat, Mr. Kasab said. The bigger
boat’s four sailors were sent back to
Pakistan, along with some Lashkar
operatives, Mr. Kasab said. The navi-
gator remained aboard.

On Nov. 26, Mr. Kasab said he
overheard the man who would be
his partner during the attack, Abu Is-
mail, talking on a mobile phone.
“ ‘You ate those four goats?’ ”
Mr. Kasab recalled Mr. Ismail say-
ing. “ ‘Can I eat the fifth one?’ ”

The context suggested that Mr. Is-
mail was discussing killing the sail-
ors of the bigger boat. Some time
later, the navigator disappeared and
another one of the attackers, a man
Mr. Kasab identified as Soheb,
emerged from the engine room with
a bloody knife. “Soheb was looking
little scared,” Mr. Kasab told the
court.

The following day, Mr. Kasab and
the other attackers piled into an in-
flatable dinghy. Each carried an
AK-47, a pistol, eight hand grenades,
ammunition, a Nokia mobile phone
and dried fruit and bottled water.

They split into pairs after land-
ing in Mumbai. Mr. Kasab said he
and his partner hailed a taxi and
headed to the Chhatrapati Shivaji
Terminus train station.

They ducked when Mr. Ismail
threw the first grenade. Then they
started spraying bullets into the
crowd. A picture of Mr. Kasab mov-
ing through the train station hol-
idng a gun at his hip, has become
one of the attack’s enduring images.
Then the pair walked to the nearby

Cama Hospital and opened fire
again. Soon after, in a stolen Skoda
car, Messrs. Kasab and Ismail ran
into a police roadblock near Chow-
patty Beach. Mr. Ismail was gunned
down by the officers, and Mr. Kasab
was captured.

During his testimony, Mr. Kasab
identified his Lashkar handlers,
naming two of the men currently
awaiting trial in neighboring Paki-
stan for their alleged role in the plot.

The judge sealed his testimony
Tuesday of how he was indoctri-
nated by Lashkar and banned news
organizations from reporting it for
fear it could stoke violence between
India’s Hindu majority and Muslim
minority.

On Wednesday, Mr. Kasab effec-
tively invited India to execute him.
“Whatever I have done, I have done
in this world. It would be better to
be punished in this world. It would
be better than God’s punishment,”
Mr. Kasab said.

The judge, M.L. Tahiliyani, has
said he will decide Thursday
whether to accept the confession .
His decision is likely to affect an-
other case being heard in India, the
trial of two Indians who allegedly
aided the 10 attackers, and the Paki-
stani case, which is scheduled to be-
gin shortly. Mr. Kasab’s attorney, Ab-
bas Kazmi, urged the judge to accept
the entire confession, saying there
was no point in prolonging the trial.

ECONOMY & POLITICS

By Peter Spiegel

KIEV, Ukraine—U.S. Vice Presi-
dent Joe Biden chastised Ukraine’s
political leadership, saying Kiev
risks squandering its Orange Revolu-
tion through governmental infight-
ing that has stalemated urgently
needed economic overhauls, includ-
ing liberalizing its gas market to end
dependence on foreign powers and
their suppliers.

As he has throughout his three-
day visit to Kiev, Mr. Biden reiterated
the Obama administration’s commit-
ment to strengthen ties with Ukraine
and rejected Russian claims that the
former Soviet republic was part of
Moscow’s “sphere of influence.”

But in sometimes harsh tones, he
said the 2004 revolution, in which
pro-democracy protesters over-
threw a Russian-backed leadership
accused of electoral fraud, was one
“whose promise remains to be ful-
filled” by Ukraine’s current leaders.

Mr. Biden cited 19th-century
Ukrainian poet Taras Shevchenko,
whose literary support for Ukrai-
nian independence prompted a Cold
War-era monument in his honor in
Washington, D.C., arguing that Mr.
Shevchenko would today be proud
of Ukraine’s newfound freedoms but
not its political leadership.

“I think he would also be wonder-
ing why the government is not exhib-
iting the same political maturity as
the people, why communications

among leaders have broken down to
such an extent that political postur-
ing appears to prevent progress,”
Mr. Biden said in a speech billed as
an address to the Ukrainian people.

Ukraine’s political paralysis has
dragged on for months, with former
Orange Revolution allies President
Viktor Yushchenko and Prime Minis-
ter Yulia Tymoshenko trading accusa-
tions and preventing major energy
and government reform measures
from moving through parliament.

Despite the stalemate, the
Obama administration has refrained
from public criticism in the past, and
U.S. experts on the region expected
Mr. Biden to address the issue with
leaders only behind closed doors.

But in a significant departure re-
flecting Washington’s growing frus-
tration with Kiev, Mr. Biden cast the
infighting in both historical and na-
tional-security terms, saying future
generations will hold the current
leadership accountable if it doesn’t

take needed but painful steps to
overhaul an economy and political
system sputtering in the wake of a
brutal economic recession.

“The time for inertia and neglect
has long passed,” Mr. Biden said in the
20-minute speech Wednesday at the
Soviet-era Ukraine House. “The lead-
ers of this country came together
once in 2004 because they knew a free
and prosperous Ukraine was more im-
portant than any one politician or any
one political party. I have no doubt
Ukrainians will come together again.”

The Ukrainian stalemate has
been exacerbated by coming presi-
dential elections in January, in
which both Mr. Yushchenko and
Ms. Tymoshenko are expected to
compete. But U.S. officials insisted
the reforms must come before any
change in government. “The world
doesn’t wait for elections,” said a se-
nior administration official travel-
ing with Mr. Biden. “These prob-
lems are immediate.”

Mr. Biden saved his toughest crit-
icism for the government’s handling
of the energy sector, where the gov-
ernment provides large subsidies on
imported natural gas that is sold do-
mestically. Analysts have argued
that the disparity between market
prices and the cheap government-
sold gas has created a black market
where corruption is rampant.

In addition, analysts said, the
large subsidies have forced Kiev to
rely on below-market price imports

from Russia, which allows Moscow
to directly influence Ukraine’s do-
mestic economy. Twice in the past
three years, disputes between Rus-
sia and Ukraine over gas payments
have shut down a major gas pipe-
line that transits Ukraine to the rest
of Europe, leaving parts of Eastern
and Central Europe shivering dur-
ing the winter.

Although he didn’t mention Rus-
sia by name, Mr. Biden said reform
of the energy sector is essential to
Ukraine’s independence and na-
tional security, saying that only if
the country liberalizes its gas mar-
ket will it be free of dependence on
foreign powers and their suppliers.

“Your economic freedom de-
pends more, I suspect in this coun-
try, on your energy freedom than on
any other single factor,” Mr. Biden
said, urging conservation as well as
reform. “That will be a boon to your
economy and an immeasurable bene-
fit, I respectfully suggest, to your na-
tional security.”

Mr. Biden also announced the es-
tablishment of a joint U.S.-Ukrai-
nian working group on energy secu-
rity, which is scheduled to meet
later this year.

Ukraine has already imple-
mented some painful economic re-
forms, including an agreement to
gradually increase energy prices, as
part of an emergency $16.4 billion
aid deal with the International Mon-
etary Fund.

By Sonya Misquitta in Mumbai
and Matthew Rosenberg
in New Delhi
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to a 13-month-high finish
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By Jeffrey Ng

HONG KONG—Financial regula-
tors in Hong Kong struck a deal with
major banks for the lenders to buy
back Lehman Brothers Holdings’
minibond products from retail inves-
tors, aiming to put an end to the con-
troversy over the selling practices
of the complex financial derivatives.

The Securities and Futures Com-
mission and the Hong Kong Mone-
tary Authority said in a joint news
briefing Wednesday that the 16
banks will offer to pay the 29,000 eli-
gible minibond holders 60% of their
original investment. Investors over
65 years of age will be repaid 70% of
the principal amount.

The ultimate payout to investors
may be higher if the banks can sell
the underlying collateral linked to
the minibonds, the regulators said,
adding that most investors will be
able to recover about 70% of their
original investment amount.

The banks, including blue-chip
lenders Bank of East Asia
Ltd. and Bank of China
(Hong Kong) Ltd., will
spend about 6.3 billion
Hong Kong dollars
(US$812.9 million) to buy
back the minibonds.

Those eligible account
for more than 90% of all
minibond holders in the ter-
ritory, the regulators said.
Institutional and profes-
sional investors are ex-
cluded from the deal.

“We believe that for the vast ma-
jority that this is a good compromise
and a settlement of an issue that has
been outstanding for some time,”
Martin Wheatley, chief executive of
the SFC, said at the news conference.

Mr. Wheatley said the agreement
is an “appropriate resolution.”

After Lehman Brothers declared
bankruptcy in September, many
Hong Kong investors said they had
been cheated when they bought the

minibonds linked to the company.
They claimed the products, whose
value plunged after Lehman’s col-
lapse, were sold to them as safe in-
vestments.

The SFC and the Hong Kong Mon-
etary Authority came under intense
pressure from legislators and the
public in the Lehman fallout and

were accused of insuffi-
ciently regulating banks
on the sale of complex
structured products.

This prompted the regu-
lators to launch inquiries
into the practices used by
local banks and brokerage
firms to sell the mini-
bonds. The SFC regulates
the securities and futures
markets, while the HKMA
maintains the stability of
Hong Kong’s currency and

banking system.
Mr. Wheatley said the commis-

sion’s investigation will conclude
for cases where minibond holders
accept the buyback settlement,
though the regulators have ordered
relevant banks to conduct a review
of their internal control systems.

However, he said investors reject-
ing the buyback can continue to file
complaints to the regulators.

“In no way are we giving up our

rights or abilities to investigate un-
resolved issues where there are con-
cerns,” Mr. Wheatley said.

Despite the regulators’ confi-
dence that the buyback plan will be
well received, some minibond hold-
ers said they were disappointed
they won’t be able to recover the en-
tire principal on their investments.

A group of minibond holders
gathered at the SFC’s offices after
the announcement to protest
against the settlement and call for
better compensation.

However, Peter Chan, chairman
of the Alliance of Lehman Brothers
Victims, told reporters he believed
the terms, “on the face of it, look rea-
sonable.” He didn’t say whether he
would urge others to accept the deal.

Before the latest development,
two brokerage firms settled mini-
bond disputes with their clients.

In April, KGI Asia Ltd. agreed to
buy back all the HK$1.6 million
worth of the minibond derivative
products it sold following an SFC
reprimand.

In January, Sun Hung Kai Invest-
ment Services Ltd. said it would buy
back all the roughly HK$85 million
of Lehman minibonds it sold follow-
ing a separate SFC reprimand.

 —Aries Poon and Nicole Ng
contributed to this article.

Minibond deal in Hong Kong
Lenders to buy back
a Lehman product
for over $800 million
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By Colin Ng

And Kirsty Green

Asian stock markets ended
mostly higher Wednesday, led by
mining and metals stocks such as
BHP Billiton and Posco on persis-

tent hopes of an
economic recov-
ery. The advance
followed another
day of gains on

Wall Street after a better-than-ex-
pected set of corporate earnings.

Chinese stocks ended at a
13-month high as refiners such as Si-
nopec surged on expectations of
strong quarterly results. Gains in
most other markets were muted, as
investors took a breather after re-
cent rallies.

“We’ve seen some better-than-
expected U.S. corporate earnings
and that’s reduced the fear factor of
a horrific string of results,” said
Helen Spencer, a client adviser at
Macquarie Equities in Brisbane, Aus-
tralia. “Economic data also has been
more comforting.”

China’s Shanghai Composite in-
dex ended up 2.6% at 3296.62 points
for its highest finish since June
2008. Shares of Sinopec, formally
known as China Petroleum & Chemi-
cal Corp., surged 10%; PetroChina

jumped 5.3%. In Hong Kong, Sinopec
and PetroChina rose 3.8% and 0.1%,
respectively, but the benchmark
Hang Seng Index still declined 1.3%
to 19248.17 on profit-taking after a
string of recent advances.

Japan’s Nikkei 225 Average
ended up 0.7% at 9723.16, rising for a
sixth successive session. Australia’s
S&P/ASX 200 gained 0.4% to
4068.50, South Korea’s Kospi rose
0.3% to 1494.04 and Taiwan’s Taiex
added 0.5% to 6985.32, each rising
for a seventh session in a row.

India’s Sensex fell 1.5%, revers-
ing early gains as investors locked in
profits, while Singapore’s Straits
Times Index closed down 0.1%.

In Sydney, shares of BHP Billiton
rose 2% after the miner reported
higher output of metallurgical coal
and petroleum.

Newcrest Mining lost 1.8% as
Australia’s largest gold producer
said output during its fourth quar-
ter, ended June 30, totaled 397,826
troy ounces, down 9% from the same
period a year earlier.

Australian banking stocks fell af-
ter National Australia Bank sus-
pended trading in its stock and an-
nounced plans to raise capital. Com-
monwealth Bank closed down 1.6%.
 —V. Phani Kumar

contributed to this article.

A group of minibond holders protested in Hong Kong in February. Losses in value
of the vehicles left the city’s regulators under heavy pressure.

Martin Wheatley

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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By Lyndal McFarland

MELBOURNE, Australia—Na-
tional Australia Bank Ltd. plans to
raise as much as 2.75 billion Austra-
lian dollars (US$2.24 billion) in capi-
tal to help shore up its balance sheet
as loans continue to sour.

The share placement, which
comes around eight months after

NAB raised A$3 billion in a separate
placement, also will help finance po-
tential bolt-on acquisitions as the
group looks to boost its market share.

Melbourne-based NAB said that
total charges for bad and doubtful
debts were A$1.064 billion for the
three months ended June 30, as as-
set quality continued to deteriorate.
Bad and doubtful debts for the six

months to March 31 came to A$1.8
billion.

Its unaudited cash earnings—a
smoothed measure closely watched
by investors that strips out volatile
items such as treasury gains—for
the quarter were around A$900 mil-
lion, NAB said. Cash earnings for the
six months to March 31 totaled A$2
billion.

NAB plans to raise capital as loans continue to sour
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Afghanistan plans debate
Young democracy
slated for display
for the few with TVs

Two big Kurdish parties
face election challenge

Graduated from Himachal Pradesh 
University in India in 1983 with a 
degree in political science.

A member of a moderate anti-Soviet 
Mujahedeen group in the 1980s. 
Spent most of the Taliban years in 
Pakistan, plotting the regime's 
overthrow. He was chosen as interim 
president at a Loya Jirga in 2002 and 
then elected president in 2004. His 
popularity declined, due to war and 
corruption, but he still commands 
more name recognition and political 
networks than other candidates.

Scholar-official who studied 
anthropology and international 
affairs, earning his PhD at Columbia 
University. Worked at the World 
Bank and the United Nations.

Following the fall of the Taliban in 
2001 he returned to Afghanistan and 
later served as finance minister for 
Mr. Karzai, but refused to continue in 
the post after the president’s 
election in 2004.

Graduated from Kabul University's 
Department of Medicine in 1983 as 
an Ophthalmologist.

Former adviser to military 
commander Ahmad Shah 
Massoud; acted as foreign minister 
for the Northern Alliance during 
the Taliban reign. Served as 
foreign minister from 2002 to 
2006 in Mr. Karzai’s government.

Photos: Reuters (Karzai; Ghani); Agence France-Presse (Abdullah)

Hamid Karzai, 51
AFGHANISTAN PRESIDENT

Ashraf Ghani, 60
FORMER AFGHANISTAN FINANCE MINISTER

Dr. Abdullah, 49
FORMER AFGHANISTAN FOREIGN MINISTER

New dawn | Top candidates running for Afghanistan’s presidency

By Gina Chon

BAGHDAD—The two political
parties that have long dominated
life in Iraq’s semiautonomous Kurd-
ish enclave are facing their first real
challenge in years as they head into
elections this week.

More than 500 candidates from
24 parties or alliances are running
for the Kurdish Regional Govern-
ment’s 111-member parliament, in
polls slated for July 25. Residents
also will vote for president of the re-
gion, with current President Masoud
Barzani, running for a second term,
being the hands-down favorite.

The parliament represents the
three provinces of Iraqi Kurdistan.
The region was awarded a measure
of United Nations-enforced auton-
omy from Saddam Hussein in 1991.
It held on to its semi-independence
after the U.S.-led invasion in 2003
that ousted Mr. Hussein.

The region has long been domi-
nated by the Kurdistan Democratic
Party, headed by Mr. Barzani, and
the Patriotic Union of Kurdistan, led
by Jalal Talabani, president of Iraq.
The KDP and PUK run as a coalition
called the Kurdistani List. In 2005,
the two parties swept area elec-
tions, capturing all but seven seats,
which two smaller parties and inde-
pendents share.

Candidates outside the List are
trying to change that equation and
capitalize on dissatisfaction with
the status quo.

“The most important issue for
our people is the totalitarian control
of the leadership of the two domi-
nant political parties over all
sources of the economy, media and
government, and all aspects of life in
Kurdistan,” says independent presi-
dential candidate Kamal Mirawdeli,
who is far behind in some polls but is
pulling in double-digit rankings.

The biggest threat to the List is a
group of former PUK members, fed up
with their own party’s leadership,
who have cobbled together an alliance
of candidates to challenge the old
guard. Calling themselves the Change
slate, they are poised to capture at
least several seats, analysts say.

They are attracting those voters
who are frustrated with what they
say has been corruption, curbs on de-
mocracy and the neglect of basic ser-
vices in recent years.

“They made so many promises
and told us so many lies,” says Omer
Mahmud Salih, a resident of the Kur-
dish regional capital of Irbil. “Cor-
ruption exists in every country, but
ours is beyond limits.”

Any weakening of the two par-
ties’ hold on power could have reper-
cussions beyond the border of the
enclave. Tensions between KRG offi-
cials and the federal Iraqi govern-
ment—long a cause for concern in
both Baghdad and Washington—
have been heating up.

The Kurdish parliament recently
approved a draft constitution that
has angered Baghdad because it
claims several bits of contested
land, including the oil-rich Kirkuk re-
gion. Kurdish officials had hoped to
include a constitutional referendum
to the July 25 ballot, but Iraqi fed-
eral officials overruled them.

Many Kurdish voters say they
are tired of this bickering with Bagh-
dad, too, and blame it for distracting
leaders from more-pressing domes-
tic issues, such as developing basic
municipal services. President Tala-
bani has tried to play the role of me-
diator, brokering meetings between
the two sides behind the scenes, in-
cluding a current attempt to get Mr.
Barzani sit down with Prime Minis-
ter Nouri al-Maliki.

Dependable polling data aren’t
available, but some recent surveys
suggest an opening for the Change
slate. A June poll by the Solidarity
with Students Organization, an inde-
pendent nongovernmental group
that works with Kurdish youth, sug-
gests the race could be close. The
Change slate was polling 29.5% of
the vote in the survey, not far behind
the Kurdistani List’s 32.7% showing.

A KDP spokesman, speaking for
the Kurdistani List, acknowledged
that the Kurdish region has a prob-
lem with corruption and that the
government hasn’t accomplished
enough in providing services. He
said the government has done the
best it could considering the chal-
lenges it faced, such as inadequate
infrastructure. The two parties, he
said, have been successful in attract-
ing foreign investment to help re-
build Kurdistan and create jobs.

Iraqi Deputy Prime Minister Bar-
ham Salih, a senior PUK member, is
running at the top of the Kurdistani
slate. If he wins he will likely be the
KRG’s next prime minister. His cam-
paign emphasizes government re-
forms and promises to improve ser-
vices. To connect with younger vot-
ers, he hikes with groups of 20-some-
thing residents, maintains a Facebook
page and regularly posts on Twitter.

The Change slate has filed law-
suits against the two main parties for
campaign violations. The Kurdish
government denies the accusations.
 —Zaineb Naji

contributed to this article.

A Kurdish poll worker is seen with ballot boxes during a training session ahead of
regional elections for local parliament in three provinces in Sulaimaniyah, Iraq.

ECONOMY & POLITICS

By Peter Wonacott

And Anand Gopal

KABUL—Afghanistan is ex-
pected to put its rough-edged new
democracy on display in a televised
debate between candidates vying to
lead one of the world’s poorest,
most turbulent countries.

But only three of the 41 presiden-
tial candidates were asked to ap-
pear for the event Thursday
evening, and only one looked cer-
tain to show up, reflecting the disar-
ray of a nascent system that still
lacks political parties and general
ground rules for debates.

On Wednesday evening, a spokes-
man for the heavily favored incum-
bent,PresidentHamidKarzai,saidthe
president wouldn’t participate be-
cause he didn’t have enough notice
andmore candidates weren’t invited.

Two former senior government
officials were slated to take part: Ab-
dullah, 49 years old, an ophthalmolo-
gist and former foreign minister,
and Ashraf Ghani, a 60-year-old aca-
demic and ex-finance minister who
has hired U.S. political strategist
James Carville as an adviser. Both
candidates were expected to lam-
baste the record of 51-year-old Mr.
Karzai, their former boss.

But after Mr. Karzai’s pullout, an
aide to Dr. Abdullah said the candi-
date would review his commitment
to participate. Mr. Ghani couldn’t im-
mediately be reached for comment
late Wednesday. In an earlier inter-
view, he said he will direct his criti-
cism to an empty lectern if the presi-
dent doesn’t show.

Under Mr. Karzai’s leadership, he
says, Afghanistan’s development has
sputtered, the opium trade has
boomed and corruption has spiraled
out of control. “President Karzai has
been an extremely bad president,”
says Mr. Ghani. “He hasn’t delivered.”

The Karzai campaign spokes-
man, Waheed Omar, said the criti-

cism was typical of candidates who
overlooked the progress the coun-
try had made in the past eight years.
“All they want to do is take credit for
the achievements and blame Presi-
dent Karzai for the shortcomings,”
said Mr. Omar.

Despite the nation’s long list of
economic and security woes, the de-
bate also is expected to showcase the
growth of Afghanistan’s young de-
mocracy. The election, set to take
place Aug. 20, has helped to foster a
nascentcivilsocietyofpoliticalactiv-
ists and interest groups. Womens
and veterans organizations have
caught the attention of candidates
and elevated their grievances. A raft
of presidential challengers—more
than40—hasspotlightedotherprob-
lems,frompolicecorruptiontotheef-
fectiveness, or lack of it, of billions of
dollars in foreign aid.

One of Afghanistan’s private tele-
vision channels will host the broad-
cast, a first in the country’s history,
according to the channel, Tolo.

Afghanistan faces the formida-
ble task of holding an election when
swaths of the country are at war.
This July has been the bloodiest
month for foreign troops since the
war against Afghanistan’s Taliban
began in late 2001, with nearly three
soldiers dying per day.

Despite a U.S.-led military of-
fensive, Taliban guerrillas con-
tinue to operate freely in large
parts of the country’s Pashtun-
dominated south, and there are
growing concerns that insurgents
will disrupt next month’s polls.

Mr. Karzai has led Afghanistan
since the U.S. and other North Atlan-
tic Treaty Organization countries
toppled the Taliban in late 2001. He
was chosen then to head Afghani-
stan’s interim government. In 2004,
Mr. Karzai won the first direct presi-
dential elections in the country’s his-
tory, but the results were marred by
allegations of fraud by his oppo-
nents, though the charges never
went to court.

This time, Mr. Karzai has been
able to strike deals with regional
commanders who earlier opposed
him. Such support has tipped him as
the election favorite, but many ex-

perts say the race has tightened in
recent weeks.

A big question mark is voter turn-
out, even in areas of relative calm.
There have been problems with
voter registration. And without
paved roads in much of rural Afghan-
istan, thousands of donkeys will be
needed to deliver election materials
to polling sites, according to Margie
Cook, the chief electoral adviser for
the United Nations Development
Program. It is also unclear how
widely the campaigns of various can-
didates are followed. Only 7% of ru-
ral Afghanistan has electricity,
thereby limiting Thursday’s debate
mainly to an urban minority.

Mr. Ghani says he is targeting
young people—about 70% of the
country is under 30 years old—and
women. He promises programs that
will spawn one million jobs and pro-
vide wider access to education. He
also has used social networking on
the Internet to recruit 8,000 volun-
teers around the country, he says.

For political polish, Mr. Ghani
has hired Mr. Carville, the strategist
for Bill Clinton’s 1992 campaign for
the U.S. presidency. Mr. Carville has
focused partly on toning down the
candidate’s intellectually haughty
reputation. “He’s telling me not to
be too smart,” says Mr. Ghani, arch-
ing a dark eyebrow. “Great advice,”
he adds.

Mr. Carville says he is urging Mr.
Ghani to play to his strengths, includ-
ing an expertise in development, so
he can connect to those who worry
about food, electricity and jobs.

Dr. Abdullah, who goes by one
name, is taking a different tack. The
former diplomat has sought to high-
light his Pashtun heritage and his
past as a mujahedeen fighting the So-
viet Union.

Most of the 40 candidates run-
ning against Mr. Karzai—almost
double the number that contested
the last presidential election—have
virtually no chance of winning. The
overloaded field obscures the most
credible candidates from Afghani-
stan’s voters, and should shrink, ar-
gues Peter W. Galbraith, the deputy
special representative for Afghani-
stan at the U.N.

Associated Press
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U.S. halts strategy on merger disclosure
Hedge fund withheld
extent of its stake;
pays $150,000 fine

Former Goldman Sachs trader Richard Perry runs Perry Corp., a hedge fund that the
SEC says withheld details about an investment to secure a profit.
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By Jenny Strasburg

Federal securities regulators
are taking a shot at a high-profile
trading strategy that triggered
controversy on Wall Street a few
years back.

Perry Corp., a well-known
hedge fund, will pay $150,000 to
settle allegations brought by the
Securities and Exchange Commis-
sion that it improperly withheld
details about a large investment in
an effort to profit.

The move followed a nearly
four-year investigation by the SEC
into trades during 2004 that in-
volved merger discussions be-
tween two pharmaceutical compa-
nies, the regulatory agency said on
Tuesday.

Perry neither admitted nor de-
nied wrongdoing. The firm, run by
former Goldman Sachs Group Inc.
trader Richard Perry and which at
its peak controlled $15 billion,
called the settlement a “satisfac-
tory conclusion.”

At issue is the broad require-
ment that investors fully disclose
their large stakes in companies in
a timely fashion. The SEC accused
Perry of failing to file a regulatory
document known as a 13(d) that
would alert the market it had built
up a stake of more than 5% in a pub-
lic company, according to the agen-
cy’s administrative proceeding.

The $150,000 settlement
amount is small, given the stakes
at play in the hedge-fund world. At
the same time, not many SEC ac-
tions are solely focused on the fail-
ure to file a 13(d).

“This case shows that institu-
tional investors need to take very
seriously their disclosure obliga-
tions,” said David Rosenfeld, asso-
ciate director of the SEC’s New
York regional office, who oversaw

the case. The case “hopefully will
deter others from engaging in this
type of conduct.”

Perry was represented in the
case by securities lawyer William
McLucas, who ran the SEC’s en-
forcement division for eight years
before leaving the agency in 1998.

The case centered on a series of
trades Perry made beginning in
2004 involving Mylan Inc. and
King Pharmaceuticals Inc. The
SEC said Perry should have dis-
closed publicly that it had
amassed a nearly 10% stake in My-
lan as the two companies were con-
templating a merger.

Perry maintained that the
stock purchases fell under the cate-
gory of investments made “in the
ordinary course of business” and
weren’t done to exert control over
the company, and therefore Perry
didn’t have to make the filing by a
certain time.

The SEC disagreed, saying Per-
ry’s Mylan stake was linked to its
desire to gain shareholder clout so
Mylan would go through with the
merger, and therefore the filing
needed to be made within 10 days
of the acquisition of the securi-
ties.

Ultimately, the merger fell

through, diminishing the profit
Perry hoped to make. At the time,
Perry and billionaire investor Carl
Icahn, who opposed the deal, be-
came embroiled in a legal battle
that brought the merger bid fur-
ther attention.

The Perry case highlights con-
tinuing tensions over how much
transparency private funds pro-
vide to the public. Hedge funds
generally try to gain and retain an
information edge wherever they
can, in part by keeping as much of
their holdings veiled from outsid-
ers as possible.

Hedge funds are currently fight-
ing government efforts on several
fronts to require deeper disclo-
sure of their positions in public
companies, exotic derivatives and
other holdings.

The SEC lately has been revamp-
ing its enforcement division amid
a rash of big frauds. As part of that
effort, the agency is trying to en-
sure that deep-pocketed investors
make mandatory public disclo-
sures designed to prevent unfair
profits at the expense of smaller in-
vestors.

Mr. Perry, 54 years old, and his
firm now oversee $6.6 billion in as-
sets. The firm lost about 28% on in-
vestment declines in 2008 and,
like many hedge funds, has experi-
enced client withdrawals, accord-
ing to investor documents. During
2004, the firm notched a gain of
20%, a return that helped it be-
come one of the biggest U.S. hedge
funds. —Gregory Zuckerman

contributed to this article.

By Chad Bray

Former Credit Suisse Group bro-
ker Julian Tzolov, who fled the U.S.
in May and was captured in Spain
last week, pleaded guilty to criminal
charges in a scheme involving auc-
tion-rate securities.

Mr. Tzolov, 36 years old and a na-
tive of Bulgaria, pleaded guilty
Wednesday to three indictments at
a hearing before U.S. District Judge
Jack Weinstein in Brooklyn, includ-
ing charges of conspiracy, securities
fraud, bail-jumping, visa fraud and
multiple counts of wire fraud.

“With respect to all of my crimi-
nal conduct, I knew at the time that
my actions were in violation of the
law. I knew they were wrong,” Mr.
Tzolov told the court. “I am truly
sorry for my conduct.”

Mr. Tzolov’s conviction is the
first related to the auction-rate-se-
curities market, which froze in early
2008. Opening statements are
scheduled to begin Thursday in the
trial of Eric Butler, 37, a former
Credit Suisse co-worker of Mr.
Tzolov’s. Prosecutors have said Mr.
Butler was involved in the alleged
scheme. Mr. Butler, whom Mr.
Tzolov implicated in his plea
Wednesday, has pleaded not guilty
and has denied wrongdoing.

Sentencing for Mr. Tzolov is set
for Oct. 27. Mr. Tzolov faces a maxi-
mum of 20 years in prison on each
fraud count. Federal sentencing
guidelines call for a life sentence
and deportation after he completes
his sentence.

Mr. Tzolov was under house ar-
rest and subject to electronic moni-
toring when he disappeared from
his apartment in New York in May.
He was arrested in Marbella, Spain,
by Spanish national police last week
and returned to New York on Mon-
day.

“I panicked, your honor,” Mr.
Tzolov said when asked by the judge
why he fled. “I got scared.”

Messrs. Tzolov and Butler have
been accused of engaging in an al-
leged fraudulent scheme to obtain
higher commissions by selling cli-
ents higher-risk auction-rate securi-
ties backed by mortgages, when
those clients wanted to buy lower-
risk securities backed by student
loans. Auction-rate securities are
debt instruments whose interest
rates are reset periodically at daily,
weekly or monthly auctions.

Assistant U.S. Attorney Greg An-
dres said the investor losses from
the scheme are believed to exceed
$400 million. He said his office has
had discussions about Mr. Tzolov
possibly testifying against Mr. But-
ler, but no agreement has been
reached.

During his plea, Mr. Tzolov impli-
cated Mr. Butler, saying they made
statements “which misled or were
intended to mislead clients about
the nature of the securities pur-
chased on their behalf.”

“Eric Butler and I told clients we
would only purchase auction-rate se-
curities backed by student loans,
when we did buy securities not
backed by student loans,” Mr.
Tzolov said.

Mr. Butler is facing separate
charges related to the case in Brook-
lyn of conspiracy to commit securi-
ties fraud, securities fraud and con-
spiracy to commit wire fraud.

MONEY & INVESTING

By Radi Khasawneh

Bank of America Merrill Lynch,
which has been trying to stem the
flow of bankers departing since its
merger, has made its most senior
hire in Russia since it opened that of-
fice.

There have been high-profile de-
partures in the wake of the merger
between Bank of America Corp. and
Merrill Lynch. The U.S. bank has
now made over 100 hires so far this
year in its global banking and global
markets businesses, a spokes-
woman said.

Sergey Babayan has joined as co-
head of the banks global markets
team in Russia, from MDM Bank in
Moscow, where he was co-head of
corporate and investment banking
at the bank. In its efforts to retain
staff, there have also been a spate of
promotions among Merrill veterans
over the last two months. Stefan Se-
lig, Steven Baronoff, Fares Noujaim
and Harry McMahon have all as-
sumed higher levels of responsibil-
ity over the last 60 days.
 —From Financial News

BofA Merrill
tops 100 hires
so far this year

Ex-broker pleads
guilty to fraud
in auction case

The UK plays an important role in the global private
equity and venture capital industry, and the BVCA
Summit will convene the principal players from across
the globe to assess the recovery strategy for 2010.
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Director, Baird Capital Partners Europe
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