
HEALTHY GESTURE: Escorted by his wife Carla Bruni-Sarkozy, left, Nicolas Sarkozy, who collapsed while jogging on Sunday, was
discharged from the Val-de-Grâce military hospital in Paris.
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Editorial&Opinion

By Vladimir Guevarra

Lloyds Banking Group
PLC said Monday that it has
appointed Sir Win Bischoff
as chairman, succeeding Sir
Victor Blank, who recently
announced plans to retire
following the bank’s acquisi-
tion of troubled lender
HBOS.

His appointment likely
will appease shareholders
who were unhappy with the
HBOS acquisition, but his
age will raise questions
about the duration of his ten-
ure. At 68 years old, Sir Win

is two years older than the
man he will succeed.

Sir Win recently
left Citigroup Inc. in
a shake-up after it
sustained losses
and faced a breakup
of its businesses. He
became chairman of
Citigroup in late
2007, after leading
Schroders PLC,
which Citgroup ac-
quired in 2000.

Sir Win said in an
interview that he saw three
immediate challenges fac-
ing Lloyds. “There is the eco-

nomic environment, which
is the challenge for
all financial institu-
tions at the mo-
ment. The second
challenge is mak-
ing sure the execu-
tion of its strate-
gies are carried
out. The third is to
deliver value to all
stakeholders,” he
said.

Sir Win said “it
is still too early” to

say what he could do differ-
ently on the Lloyds board.
“But looking at it from the

outside, it’s important that
Lloyds executes well on its
strategy,” he said.

U.K. Financial Invest-
ments Ltd., the government
body that holds stakes in
some of the U.K.’s largest
banks, owns a 43% stake in
Lloyds after the government
bailed out the lender when it
ran into problems amid the
financial crisis and its take-
over of HBOS.

Lloyds is putting in-
creased focus on its integra-
tion strategy with the
former HBOS and its subsid-

Please turn to page 31

Bischoff to head Lloyds
Former Citigroup chairman says U.K. bank must focus on its strategy

Citi’s commitment

Pandit says downturn won’t
make bank retreat from Asia
Corporate News, page 4
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DJIA 9108.51 +0.17
Nasdaq 1967.89 +0.10
DJ Stoxx 600 220.59 +0.42
FTSE 100 4586.13 +0.21
DAX 5251.55 +0.42
CAC 40 3372.36 +0.18

Euro $1.4222 +0.15
Nymex crude $68.38 +0.48

French president leaves hospital after overnight stay

FTSE
matches
its record
for a rally

Win Bischoff

Firm rights
Brussels should treat com-
panies more humanely.
State of the Union. Page 13
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Leading the News: A Spanish limo theft embarrasses Germany’s Social Democrats
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By Neil Shah

Britain’s stock market
matched its record for the
most consecutive positive
trading sessions, and many in-
vestors expect the gains to
continue, despite the poten-
tial for modest stumbles in
coming weeks as profits are
taken.

On Monday, the U.K.’s
benchmark FTSE 100 index
notched its 11th consecutive
day of gains, a feat achieved
twice before in the index’s
25-year history. The march up-
ward has come in spite of hur-
dles such as gruesome new fig-
ures from the U.K. last Friday
on economic output. The win-
ning streak is a sign that some
investors think the worst of
the economic downturn has
passed for companies.

The index rose 9.52, or
0.2%, to 4586.13 on Monday,
up 11% during the 11 sessions
from its starting point
4127.20 before the streak be-
gan. The size of the daily gains
has generally shrunk as the
streak has worn on, showing
that some investors are pull-
ing back a bit already.

But many observers see
the moderating gains as
speed bumps, not a brick wall
the market is about to hit.
“The market is losing a little
momentum,” says Mike Len-
hoff, chief strategist at U.K.
fund manager Brewin Dol-
phin. “But I think the rally is
sustainable. We’re here be-

Please turn to page 31

By Alistair MacDonald

And Carolyn Cui

Britain’s financial regula-
tor has found no evidence
that speculators are behind
big swings in oil prices, as pol-
iticians in the U.S., the U.K.
and elsewhere have sug-
gested, according to people fa-
miliar with the matter.

Like other regulators
around the world, the U.K.’s Fi-
nancial Services Authority,
which monitors all of the coun-
try’s markets, has been exam-
ining whether speculation
has driven big price changes
in oil in recent months. The
FSA is leaning toward the con-
clusion that recent volatility
and price increases have more
to do with uncertainty over
economic growth than specu-

lation, people familiar with
the matter say.

The FSA’s conclusions
come as the U.S. commodities
watchdog appears to be on
track to smack down what it
sees as “excessive specula-
tion.” The Commodity Futures
Trading Commission has re-
cently proposed a sweeping
package of reforms to ensure
the “fair, open and efficient
functioning of futures mar-
kets,” including more report-
ing requirements for hedge
funds, application of caps on
energy investors and elimina-
tion of existing waivers.

On Tuesday, the CFTC will
hold its first public hearing in
Washington to discuss vari-
ous solutions to regulate en-
ergy markets. A second hear-

Please turn to page 31

Speculators cleared

in U.K. oil volatility

Inside

Markets

The U.K. watchdog said it
will broaden its scrutiny of
some executives and propri-
etary traders at financial
companies, part of the FSA’s
efforts to ensure key staff-
ers have the skills to man-
age a company. Page 2

n The U.K. government faces
a tall order in reining in the
deficit through planned effi-
ciency savings, a parliamen-
tary report said. Page 2

n Lending to euro-zone firms
cooled in June, indicating
that the bloc’s economic re-
covery is likely to run into fi-
nancing constraints. Page 3

n U.S. stocks edged higher
on a mixed round of earn-
ings, while European shares
made modest gains. Page 18

n The EU will begin examin-
ing Iceland’s application to join
the bloc just days after it was
filed, a sign the nation will
get swift treatment. Page 3

n Obama’s auto czar vowed
the U.S. will defer to the GM
and Chrysler directors now
overseeing the two. Page 4

n The U.S. recession, already
the longest in history, will likely
rank as the worst since the
end of World War II. Page 8

n Hungary cut its main lend-
ing rate to 8.5% from 9.5%,
more than expected. Page 17

n Kurdish opposition parties
have taken nearly one-third
of the vote in regional elec-
tions, according to prelimi-
nary tallies. Page 9

n The U.K.’s Miliband said
the Afghan government must
reconcile with Taliban guerril-
las willing to take part in the
political process. Page 3

n Pearson’s earnings were
strong as textbook sales
held steady, but the publish-
er’s Financial Times unit was
hurt by fewer ads. Page 6

n Ryanair swung to a profit
in its fiscal first quarter, but
it warned that full-year earn-
ings will be at the lower end
of its outlook. Page 5

n Commerzbank is selling
Dresdner Bank’s Swiss asset-
management business to LGT
Group, which will double LGT’s
Swiss asset base. Page 20

n Pakistan said it found evi-
dence directly connecting mil-
itant group Lashkar-e-Taiba to
last year’s Mumbai attacks.

n An Indian court convicted
two Muslim men and a woman
in bombings that killed 52
people in Mumbai in 2003.
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FSA to widen oversight
Regulator to toughen
scrutiny of executives
at financial firms

By Laurence Norman

LONDON—The U.K. government
will struggle to achieve the effi-
ciency savings it needs if it is to even-
tually rein in its deficit, a parliamen-
tary report said.

The savings program—which out-
lines cuts to back-office and informa-
tion-technology costs, revenue
from property sales, and cost sav-
ings on government contracts,
among other matters—is a central
plank in the Treasury’s plan to halve
the deficit by March 2014.

With the recession biting into
tax revenue and driving up welfare
costs, the budget shortfall
is set to rise above 12% of
gross domestic product
this year.

The report, published
early Tuesday by the Trea-
sury Select Committee—
which is made up of law-
makers representing all
parties—said a new ap-
proach to government
costs was needed.

As the government piles
up new borrowing, net debt
is projected to soar to 80% of GDP
five years from now.

In his April budget statement,
Chancellor of the Exchequer Alistair
Darling said the government would
make savings valued at as much as
£35 billion ($57.52 billion) a year in
the current spending period, which
started in April 2008 and ends in
March 2011.

He also promised as much as £9
billion a year in additional savings
between 2011 and 2014.

Under an earlier program, the
government said it achieved £26.5
billion in savings between 2004 and
2008. In the parliamentary report,
based on evidence from Treasury of-
ficials, outside consultants and in-
dustry experts, the committee ques-
tioned whether the previous sav-
ings were fully realized.

The committee noted there had
never been a final report from the
National Audit Office on the savings
program and that an interim report
from the auditors, in 2006, had con-
firmed only around a quarter of the
savings.

That lack of proof “has led to a

lack of confidence” over savings pro-
grams, the report said.

“At a time when the public sector
will be pressed to make further effi-
ciencies, it is vital that any savings
made are properly recognized and
quantified,” the panel wrote. The
government has committed to hav-
ing the savings made from 2008 au-
dited by the NAO.

The committee also raised con-
cerns about the way the govern-
ment had chosen its efficiency tar-
gets. It noted that in November’s pre-
budget report, the Treasury chose
to lift the efficiencies target by £5 bil-
lion without prior consultation with

other departments.
Looking ahead, in addi-

tion to measuring savings
better to ensure they deliv-
ered real value, the report
said the Treasury would
need to employ a more
comprehensive cross-de-
partmental approach to
generate promised effi-
ciencies.

“Now, more than ever,
efficiency savings that can
be made in the public sec-

tor should be welcomed,” the report
said.

“However, we are concerned
that these efficiencies will require
considerable cooperation between
departments... We have yet to see ev-
idence that the necessary struc-
tures are in place to facilitate such
cooperation.”

The debate over efficiency sav-
ings come at a time when both the
U.K.’s leading parties are locked in
an argument about public spending
levels amid the worst recession the
U.K. has suffered in decades.

Prime Minister Gordon Brown’s
Labour Party has insisted it won’t
need to make spending cuts if it
wins an election widely expected
next year, with Messrs. Brown and
Darling pointing to the efficiency
savings, as well as planned tax in-
creases, as means to avoid deep
spending cuts.

The opposition Conservative
party has said this approach is unre-
alistic and warned the U.K. could
face a debt crisis if the government
doesn’t reduce the debt burden
more quickly.

Report says U.K. faces
tough job to pare deficit

Executives on the hook
Rules governing the roles of senior executives and board members are 
being tightened.

Source: Dow Jones

n March 2008: FSA launches 
supervisory enhancement program to 
boost its scrutiny of regulated 
companies and the staff within them 
by hiring more supervisors, improving 
their training and intensifying their 
methods of oversight.

n December 2008: FSA proposes to 
broaden its scrutiny of executives 
who hold positions of "significant 
influence" at financial institutions
by increasing the number of people
it views as holding these roles.

n July 17, 2009: David Walker 
publishes government-sponsored 
report on corporate governance 
standards at financial institutions in 

the U.K. which proposes 
non-executive directors and other 
board members be forced to dedicate 
more time to the job so they can 
challenge the decisions of senior 
management.

n July 27, 2009: FSA decides to 
adopt its December proposals, by 
treating all staff whose decisions or 
actions are taken into account by 
management as having a significant 
influence, viewing some proprietary 
traders as key staff and expanding 
oversight to employees at U.K. 
branches of overseas firms based 
outside the European Economic Area.        

Alistair Darling
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By Adam Bradbery

And Vivek Ahuja

LONDON—The U.K.’s financial
regulator will introduce rules next
month to broaden its scrutiny of ex-
ecutives who hold positions of “sig-
nificant influence” at financial insti-
tutions and cover more proprietary
traders.

The rules part of the regulator’s
wider efforts to toughen its over-
sight using the lessons of the finan-
cial crisis, are designed to ensure
key staffers in financial firms have
the skills and experience to manage
a company effectively.

The FSA said the rules, which
take effect Aug. 6, will expand to
cover those whose decisions or ac-
tions are regularly taken into ac-
count by the firm’s governing body.
It also will include proprietary trad-
ers who aren’t senior managers but
are likely to exert significant influ-
ence over a company.

The FSA already has increased
its oversight of company executives
through its supervisory enhance-
ment program, introduced in March
2008, which has focused on ensur-
ing executives are competent to ful-
fil their roles and holding them ac-

countable for poor conduct at their
companies.

The regulator said it will proceed
with rule changes it proposed in De-
cember to make sure it is monitoring
all those individuals in a company
who have a significant influence over
its business strategy and operation.

But it clarified its proposed rules
on Monday and said that not all pro-
prietary traders will be covered by
the new rules. Banks will decide
which of their traders need to seek its
“approved persons” status, it said.

The FSA can include people in its
“approved persons regime” if they
are “likely” to have “significant influ-
ence” on the firm’s affairs. It said pro-
prietary traders, through their abil-
ity to commit a firm’s money, “have
the potential to be able to exercise
significant influence on the firm”.
The test in this case is whether they
are likely to do so, it said.

Scrutiny of executives will also
be extended to U.K. branches ofover-
seascompaniesbased outsidethe Eu-
ropean Economic Area, the FSA said.

By Evan Ramstad

SEOUL—North Korea appears to
have entered the next phase in its
longtime pattern of provocation and
negotiation, saying Monday it was
open to international negotiations
but not in the six-nation format that
has beenthemain avenue of its diplo-
matic interaction since 2003.

The opening came in a sentence
at the end of a lengthy criticism is-
sued by North Korea’s foreign minis-
try of the six-party talks it last par-
ticipated in a year ago and formally
declared over in April. At the end of
the statement, the ministry said,
“There is a specific and reserved
form of dialogue that can address
the current situation.”

Analysts in South Korea inter-
preted the statement to mean North
Korea wants to hold bilateral talks
with the U.S., something it sought
throughout the six-party process,
which also involved China, Japan,
Russia and South Korea.

The statement maysignalaturnin
the cycle of provocation and bargain-
ing that stems from the early 1990s.

North Korea says it is open to talks, but not 6-party
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FTSE matches record streak

Lloyds taps Bischoff as chairman

FSA finds no sign speculators spur oil swings

Anglo fends off merger
Miner hopes results
will make case
against Xstrata

iaries, hoping to create a leaner or-
ganization.

The bank warned in May that
full-year corporate loan impair-
ments should be around 50%
higher than in 2008—putting
them at roughly £14 billion ($23 bil-
lion). The biggest blight on its loan
book has been U.K. and Irish com-
mercial property that plummeted
in value and put developers out of
business. Lloyds is due to report
first-half earnings Aug. 5 and
there is speculation that it could
mark up the value of certain securi-
ties that were considered almost
worthless at the height of the cri-
sis last year but have since seen
modest gains.

Lloyds said Sir Win will take
over as chairman on Sept. 15. In
May, the company said that Sir Vic-
tor, 66, would stand down by June
next year. Back then, analysts said
the announcement of Sir Victor’s
retirement was seen as an attempt
to calm shareholder anger over
the HBOS deal.

A Lloyds spokesman said Mon-
day: “We’ve said previously that it
was our intention that Sir Victor
would leave at some point before
the annual general meeting next
year. We made it clear at the time
of the original announcement that
we will proceed as fairly as we
could with the search process. And
indeed, that’s what we did.”

Mr. Blank joined the board of
Lloyds TSB in 2006 and became
chairman in May of that year. He is
a senior adviser to TPG Inc.

In a statement, Lloyds said Sir
Win was appointed following a
“comprehensive search process.”
Lloyds said its consulted with ma-
jor shareholders, including UKFI,
about the appointment. It said the
Financial Services Authority ap-
proved the appointment.

Lloyds said “a number of candi-
dates from the U.K. and overseas”
were interviewed by the compa-
ny’s search committee but didn’t
say who the other candidates
were.

Sir Win will receive an annual
fee of £700,000. He won’t be eligi-
ble to participate in any of the
group’s incentive arrangements.

Sir Win spent most of his career
with Schroders, where he was ap-
pointed chairman in 1995. Follow-
ing the acquisition of the Schrod-
ers investment-banking business
by Citigroup in 2000, Sir Win as-
sumed the role of chairman of Citi-
group Europe and was a member
of the management committee of
Citigroup Inc. He served as chair-
man of Citigroup from December
2007, until early this year after it
sustained losses and faced a
breakup. He serves on the boards
of insurer Prudential PLC, McGraw-
Hill Cos. and Eli Lilly & Co.

Lloyds’s stock has been bat-
tered in the past year. The shares
Monday closed up 5 pence, or
6.9%, at 83 pence, but remain
about 66% below the level of 12
months ago. For the government
to break even on the ordinary
shares it holds, it needs to cash out
at 122.6 pence per share.

Continued from first page
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By Guy Chazan

Miner Anglo American PLC will
use its first-half results this Friday
to argue the case for staying inde-
pendent, as it fends off an unwel-
come “merger of equals” approach
from rival Xstrata PLC.

Anglo is under pressure to show
it can deliver value to shareholders
after firmly rejecting Xstrata’s no-
premium merger proposal, which
aimed to create the world’s third-
largest mining company by market
value after BHP Billiton PLC and Bra-
zil’s Vale SA.

Investors say they will be look-
ing for evidence Anglo is meeting its
promise to slash costs by cutting
thousands of jobs globally and cen-
tralizing its procurement opera-
tions. They also want to know
whether Anglo has found a joint ven-
ture partner for an expensive Brazil-
ian iron-ore project, Minas Rio.

Anglo’s profits are expected to
fall 69% to $1.94 billion, from $6.18
billion last year, according to a con-
sensus of analyst forecasts com-
piled by the company.

“These numbers could be critical
in determining Anglo American’s in-
dependence,” said Michael Rawlin-
son, a mining analyst at Liberum
Capital.

All the big metals and mining
companies have been hit by a global
recession that has decimated de-
mand for their products. But Anglo
has suffered more than its peers.
The company is the world’s largest
producer of platinum, used by the
auto industry to make catalytic con-
verters, and has been hammered by
the slump in car sales.

Falling demand for luxury goods
also has taken its toll on De Beers
SA, the world’s top diamond pro-
ducer, in which Anglo has a 45%
stake.

Meanwhile the company has less
exposure than rivals like BHP and Rio
Tinto to bulk commodities like coal
and iron ore that generate strong
cash flow even during a recession.

Anglo has been hit by the strong
rand, which increased costs in its
home base of South Africa. Its share
price has lagged behind those of
peers like Rio and BHP Billiton since
2006. It also incurred shareholder
wrath by suspending its dividend in
February, citing “horrendous” mar-
ket conditions.

Cynthia Carroll, Anglo’s embat-
tled chief executive, will take center
stage at the results presentation,
having kept a low profile since the
board rejected Xstrata’s approach.
Some analysts said they hoped she
would use the earnings call to pro-
vide a more detailed explanation of
the dividend suspension.

But a person close the company
said this was unlikely. “This is a set
of results, not a defense document,”
he said.

Making his debut will be Sir John
Parker, Anglo’s new chairman, who
takes up his post Aug. 1. He has come
out against the Xstrata proposal,
saying there was a “clear value gap,”
and dismissing it as a distraction for
management.

Investors are also hoping Fri-
day’s presentation will yield evi-
dence of progress on Anglo’s $2 bil-
lion cost-cutting and efficiency pro-
gram. The company is expected to
announce that at least 10,000 jobs
have been taken out of Anglo in the
past six months. Most of them are
from its subsidiary Anglo Platinum,
also known as Amplats, which an-
nounced Monday it had reduced
headcount by nearly 12,000 since

last September, higher than its ini-
tial target.

Analysts will also be looking for
updates on Anglo’s Minas Rio iron
ore project in Brazil. The company
was accused of overpaying for Mi-
nas Rio, which it bought last year at
the top of the commodities cycle. It
is now looking to sell up to 30% of
the project to an outside investor.

Some of Anglo’s subsidiaries
have already started to report earn-
ings, and the results, though poor,
have been in line with analysts’ ex-
pectations. Amplats, which is
roughly 80%-owned by Anglo, said
Monday its first-half earnings fell
95% to 405 million rand ($52 mil-
lion), due to lower metals prices.

De Beers reported a 99% drop in
first-half profit to $3 million,
though it said its sales of rough
stones had begun to pick up in re-
cent months.

Amplats and De Beers were his-
torically Anglo’s biggest earners,
but have been walloped by the down-
turn, and are now burdened with
debt. Amplats said its net debt in-
creased in the first half of 2009, and
will continue to grow amid de-
pressed industry margins. The com-
pany said it was confident its short-
term debt facilities were adequate
to tide it over, but some analysts say
it may need to carry out a rights is-
sue later this year to recapitalize.
That could put pressure on Anglo’s
cash flow, since it would need to in-
ject money into Amplats to keep its
stake at its current size.

cause the market is convinced that
policy measures are working to im-
prove the global economy.”

On one hand, investors are trying
to catch their breath after a healthy
run. The FTSE’s gains in recent days
have been small, often hovering in
the same general vicinity during
trading sessions, suggesting inves-
tors are questioning whether the
current winning streak has more
room left. In coming days, investors
may continue locking in profits by
selling shares. The market could
even take a bigger lurch downward,
to the 4300 level, Mr. Lenhoff says.

But the FTSE’s streak is only the
latest episode in a broader show of
gains: British stocks have rallied
more than 30% since their low of
3512.10 on March 3. Mr. Lenhoff pre-
dicts the FTSE 100 index will reach
5000 by year’s end, though he says
he may revise modestly downward
that estimate, which was made at
the end of last year.

David Jones, chief market strate-
gist at IG Index in London, also ex-
pects more gains, seeing the index
hitting 4700 in coming months.
“The strength of the recent rally has
scared all the bears away,” he says.

Stocks across the globe have ral-
lied strongly in recent weeks on the
back of growing optimism about the
global economy’s recovery pros-
pects and better-than-expected U.S.
corporate results. The world’s cen-
tral bankers, meanwhile, have
pledged to keep borrowing rates
low, which helps boost profits at
largebanks andprovidecreditto con-
sumers.

European stocks have risen in
tandem with London, with the Dow
Jones Stoxx index of 600 leading
companies up about 11% since July
10. The main driver of the rally, the
U.S., has seen the Dow Jones indus-

trials also rise 11% since that time.
But global recovery hopes are es-

pecially important for Britain’s
main index, nearly 50% of which con-
sists of large, global oil, mining and
banking firms like BP PLC and HSBC
Holdings PLC. Because of the
weight these sectors have on the in-
dex, they tend to push the index
higher even if they aren’t the best
performers. As a result, the FTSE
can register gains even on a day like
last Friday, when the U.K.’s gross-do-
mestic-product reading initially hit
the pound sterling.

A key driver for London’s mar-
ket this week will be the U.S.’s own
economic output numbers, due Fri-
day. A few tumbles could be in the
offing in London, especially with
many traders on vacation. Less trad-
ing activity means small bouts of
selling can have an outsized impact
on the market.

“The basic trend is slowly up,”
says Jeremy Beckwith, chief invest-
ment officer at Kleinwort Benson in
London.

Continued from first page

ing is scheduled for Wednesday with
the focus on so-called hedge exemp-
tions that banks are granted when
managing commodity portfolios for
index funds and commercial players.

“Our hearings…will be critical as
we look into different approaches to
regulate energy markets,” said Gary
Gensler, chairman of the CFTC, in a
release.

The U.K.’s FSA has no jurisdic-
tion over U.S. markets. It regulates
ICE Futures Europe, one of the larg-
est global energy exchanges, which
is based in London.

One person familiar with the mat-
ter said the FSA had seen no evi-
dence to suggest that speculators
are driving up the price of oil.

“More than they ever were be-
fore, [investors] are looking to the
global economic climate and no-
body is sure on that, and that is per-
haps driving the volatility,” he said.

Given that view, the FSA doesn’t
believe that limiting the size of trad-
ing positions would be “beneficial”

for the market, said a person famil-
iar with the matter. Still, the FSA ac-
knowledges it doesn’t have a “full ex-
planation” as to why the market has
moved the way it has, said a person
familiar with the matter.

The FSA’s conclusion contradicts
British Prime Minister Gordon
Brown, who has linked the recent
rises in oil to speculation.

“Where there has been unfair
speculation or abuse of the market,
then we would be prepared to act,”
said Mr. Brown in a recent briefing
with a group of journalists.

Politicians around the world are
worried about the effect of rising oil
prices on the recovery potential of
their recession-hit economies.
World leaders from French Presi-
dent Nicolas Sarkozy to the leaders
of Asia’s biggest oil-consuming na-
tions have tied these rises to oil spec-
ulators. In the U.S., Sen. Byron Dor-
gan (D., N.D.) has called on the CFTC,
the main U.S. futures-market regula-
tor, to curb “oil speculators looking
for a quick buck at the expense of

American consumers.”
While much of the trade in oil fu-

tures is carried out by companies
such as airlines and utilities, to
hedge their exposure to price
swings, noncommercial traders
such as hedge funds and investment
banks playing these markets have
poured money into them in recent
years. These traders say they pro-
vide market liquidity for companies
to cover their exposure. Placing lim-
its on them, they argue, would make
trading more difficult and expen-
sive and drive them away from en-
ergy markets.

Such investors typically put
their money in indexes that track
the value of futures contracts, in
which investors promise to pay a cer-
tain amount in the future for oil and
other commodities. As of July 2008,
financial investors had about $300
billion riding on such indexes,
roughly four times the level in Janu-
ary 2006, according to the Interna-
tional Energy Agency, a Paris-based
watchdog.

Continued from first page

Laggard in the mining stakes
Share performance on the London Stock Exchange
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U.K. urges Afghan leaders,
liberal Taliban to reconcile
ASSOCIATED PRESS

BRUSSELS — British Foreign Sec-
retary David Miliband said the Af-
ghan government must reconcile
with Taliban guerrillas willing to take
part in the political process in the af-
termath of an allied military surge.

Mr. Miliband said that while
hard-line fundamentalist command-
ers committed to a global jihad
must be pursued relentlessly, ordi-
nary rank-and-file Taliban should
be given the opportunity “to
leave the path of confronta-
tion with the government.”

He said Afghanistan’s gov-
ernmentmustdevelop“a polit-
ical strategy for dealing with
theinsurgency through reinte-
gation and reconciliation” and
an“effective grass-roots initia-
tives to offer an alternative to
fight or flight to the foot sol-
diers of the insurgency.”

Mr. Miliband cited Tali-
ban members who have re-
turned to the fold.

“Former Taliban sit in parlia-
ment. And Mullah Salam left the Tal-
iban in late 2007 to become district
governor of Musa Qala,” said Mr.
Miliband. “So there is no reason
why members of the current insur-
gency cannot follow—if they are pre-
pared to be part of a peaceful future
and accept the Afghan constitu-
tion.”

Britain’s defense ministry said
Monday that an offensive to oust
Taliban fighters from a stronghold
in Afghanistan before next month’s

election has been a major success.
Brig. Tim Radford, commander of
Britain’s 9,000 troops in Afghani-
stan, told reporters that the five-
week mission, named Operation
Pather’s Claw, had cleared insur-
gents from a key area in Helmand
province in the south of the country.

More than 20 U.K. soldiers have
died in July—most on missions unre-
lated to Panther’s Claw.

Mr. Miliband reiterated a call for
greater burden-sharing
between the allies, some
of whose contingents—in-
cluding those from Ger-
many, Italy, Spain and Tur-
key—are based in the rela-
tively safe north and west
of the country. Their gov-
ernments have refused to
allow the troops to be de-
ployed to the much more
dangerous southern and
eastern provinces.

Also Monday, Sweden’s
Foreign Minister Carl Bildt, whose
country holds the European Union
presidency, said the 27-nation bloc
must look at ways to accelerate politi-
caland economic progress in Afghani-
stan.

“To build a functioning state in
one of the world’s poorest countries
which has been devastated by war
for more than 30 years ... requires
that we’re there for the long haul,”
said Mr. Bildt, who visited Afghani-
stan last week. The EU provides
about Œ900 million ($1.2 billion) a
year in assistance to Afghanistan.

Europe wary of lending,
putting recovery at risk

Car theft spurs questions
Missing Mercedes is
an embarrassment
for German minister

EU speeds Iceland’s application

David Miliband
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By Nina Koeppen

FRANKFURT—Lending to euro-
zone businesses cooled in June, indi-
cating the economic recovery of the
16-country currency bloc is likely to
run into financing constraints.

The annual growth rate of private-
sector loans slowed to a record low
of 1.5% in June from 1.8% in May, data
from the European Central Bank
show. The data show that banks were
lending only reluctantly and that
massive sums of state aid and liquid-
ity provisions from the ECB haven’t
been fully passed on to end users.

“Having lent banks a record Œ442
billion ($628.3 billion) for one year at
a fixed interest rate of 1% last month,
the ECB will be pressing hard for
them to step up their lending to busi-
nesses and consumers,” said Howard
Archer, chief European economist at
IHS Global Insight in London.

In the U.K., which isn’t in the
euro zone, the government also was
trying to coax more lending out of
the banks. U.K. Chancellor of the Ex-
chequer Alistair Darling met with
U.K. bankers Monday after saying
Sunday that he was extremely con-
cerned about lending to small and
medium-size companies.

Following the meeting, Mr. Dar-
ling said the government will comb
through the lending activities of each
bank over the coming weeks to see
what is preventing them from lending
more. Mr. Darling rejected the argu-
ment made by the banking sector that
the government is making it hard for
them by asking to both increase lend-
ing and repair their balance sheets.
Mr. Darling said both can be done.

“There is no doubt that the banks
must take some of the blame for this
fiasco, but the government cannot es-
cape responsibility either,” said
Philip Hammond, the opposition Con-
servative Party’s shadow chief secre-
tary to the Treasury. “They have
been talking about this problem—
and claimed on more than one occa-
sion they had a solution—for months
now while jobs and businesses con-
tinue to be lost.”

In the 16 countries that use the
euro, the annual growth rate of loans
to nonfinancial companies decreased
to 2.8% in June from 4.4% in May, the
ECB data showed. Consumer-credit
growth contracted 0.7% in the year
through June. The rate was un-
changed from May. Loan growth to
euro-zone households, meanwhile, in-
creased by an annual rate of 0.2%.
Mortgage lending was flat in June, af-
ter contracting 0.5% in May.

By Marcus Walker

BERLIN—Germany’s health min-
ister thought it would be a good idea
to take her official, chauffeur-
driven Mercedes on her Spanish va-
cation. It didn’t make it back.

Thieves broke into an apartment
where the minister’s driver was stay-
ing on Spain’s Costa Blanca, German
officials said. The intruders ab-
sconded with his car keys while he
slept and made off with the two-ton
black limousine.

The theft occurred last week but
the ministry only disclosed its disap-
pearance over the weekend. Span-
ish police are still trying to locate
the vehicle. If they fail, replacing it
will be expensive—to save money,
the health ministry didn’t insure it
against theft.

The incident is embarrassing for
the minister, Ulla Schmidt, and an
unwelcome distraction for her left-
leaning Social Democrats, who trail
far behind Chancellor Angela Mer-
kel’s conservatives with two
months to go before Germany’s na-
tional elections on Sept. 27.

The Social Democrats are strug-
gling to win attention for their elec-
tion campaign, with opinion polls
showing that even many of their
own voters give them little chance
of unseating Ms. Merkel.

The case of the missing Mer-
cedes-Benz has given an opening to
German politicians from other par-
ties to ridicule Ms. Schmidt and the
Social Democrats.

“Frau Schmidt should get used to
it—from Sept. 28 she won’t have a
government limousine anyway,”
said Patrick Doering, a lawmaker for
the opposition Free Democrats.

The missing Mercedes was an
S-Class, the brand’s marquee sedan.
For decades, the S-Class—short for
Sonderklasse or “special class”—has
been a favorite status symbol of Ger-
man cabinet ministers as well as of
heads of state, chief executives and
oil sheiks around the world.

Some German leaders, such as Ms.
Merkel and her defense, interior and
foreign ministers, are obliged to
travel everywhere—including while
on vacation—in armored limousines
accompanied by bodyguards, because
they are considered at particular risk
from terrorists. Other cabinet mem-
bers, including the health minister,
are free to choose their own means of
transport abroad. Ms. Schmidt’s col-
leagues in the cabinet went on vaca-
tion without their S-Class cars this

summer, their spokespeople said.
While Ms. Schmidt continued

her stay in Spain, her spokeswoman
rejected any wrongdoing, telling re-
porters in Berlin that ministers are
allowed to use their limousines both
officially and privately, so long as
they pay for the private portion, and
that Ms. Schmidt obeys the rules.

The Mercedes’ 4,800-kilometer
round trip to Alicante, and the apart-
ment for its chauffeur during Ms.
Schmidt’s three-week vacation, were
paid for by taxpayers, the spokes-
woman said, because Ms. Schmidt
also had some official duties in Spain.

Ms. Schmidt’s ministry has dis-
closed two work appointments:
meeting the mayor of the town of De-
nia, where the minister is staying,
and an address to German pension-
ers living in southern Spain on Mon-
day night—which Ms. Schmidt had
to drive to in a rental car. The minis-
try declined to say if she had any
other appointments.

The German taxpayers’ associa-
tion on Monday demanded a full ex-
planation of Ms. Schmidt’s use of
her government car on vacation.

German politicians are among the
world’s leading advocates of reducing
carbonemissionstolimitglobalwarm-
ing. But their preference for heavy,
powerful sedans such as the S-class
underscores their close support for
Germany’s luxury-car makers.

By Charles Forelle

And Marc Champion

BRUSSELS—The European
Union ordered its officials to begin
examining Iceland’s application to
join the bloc just days after it was
filed, in a clear sign the island nation
will get swift treatment.

The speed of the move was in
marked contrast to how some other
applications to join the bloc have
been handled. The EU still hasn’t got
back to Albania, which applied four
months ago. It took 10 years for Tur-
key to be declared “eligible” after it
applied.

But Iceland is a different matter.
It is a country of 300,000—no great
strain on anyone’s labor market. It
has bountiful geothermal energy. Its
population is among the richest in Eu-
rope, though a hard crash in the finan-
cial crisis took it down a few pegs.

“Iceland’s application will be
treated by the book. There will be no
short cuts,” EU-enlargement com-
missioner Olli Rehn pledged at a
news conference in Brussels on Mon-
day. But he acknowledged that as
“one of Europe’s oldest democra-

cies” and a member of the European
Economic Area already, it had a
shorter distance to travel.

For supporters of EU member-
ship in Iceland, the major attraction
is to join the euro, the bloc’s com-
mon currency, and ditch the krona—
which fell so precipitously last fall
that it stopped being traded interna-
tionally. “If there is anything we
have learned” from the crisis, said
Össur Skarphédinsson, Iceland’s for-
eign minister, “it is the fact that it is
extremely difficult for a small coun-
try like ours to maintain an indepen-
dent micro-currency in a world
that’s globalized.”

Iceland’s biggest hurdle to EU
membership may be its own people,
however. The bill to make the appli-
cation passed Iceland’s parliament
narrowly, while a final decision to
join the bloc would need approval in
a referendum. A Capacent Gallup
survey in May for broadcaster RÚV
found 39% supporting EU member-
ship and 39% opposed.

That contrasts strongly with Al-
bania and other aspirants in the
western Balkans—Croatia and Mace-
donia have also applied—which are

keen to get in but are held back by
disputes with existing EU members
or by EU concerns over poverty or
corruption. The EU said it wouldn’t
accept Albania’s application unless
it held free and fair parliamentary
elections in June.

EU foreign ministers promised
Monday in their statement on Ice-
land that they remain committed
eventually to admitting the coun-
tries of the Balkans and that they
will return to Albania’s application
once the country’s election cycle is
complete. On Monday, Albanian elec-
tion officials said the party of incum-
bent Prime Minister Sali Berisha
and a coalition partner had won just
enough seats in June’s election to
form a government, following a re-
count.

The EU often touts the lure of en-
largement as its most powerful for-
eign-policy tool. But the EU—now
27 members—has begun to suffer
from “enlargement fatigue.” As un-
employment mounts, few EU govern-
ments are eager to tout enlarge-
ment’s virtues while their own popu-
lations fear competition from cheap
labor to the east.
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By Scott Morrison

EBay Inc. on Monday announced
a series of changes to its core market-
places business that are designed to
help large vendors sell new goods in
greater volumes.

The e-commerce company will
tweak its search algorithm to favor
new products, allow sellers to include
more and bigger photos in their list-
ings for free, and do away with fea-
tures that sellers have used to dress
up their listings, said two people fa-
miliar with eBay’s plans.

The company also will limit com-
munications between buyers and sell-
ers, a step designed to ease the bur-
den for volume-sellers, they said.

The San Jose, Calif., company also
will introduce categories to describe
an item’s condition, such as “brand
new,” “factory refurbished,” “used:
like new” or “damaged.” Sellers previ-
ously were required to specify only
whether a product was new or used.
The changes will be implemented
later this year, the people familiar
with the plans said. The changes will
help underpin eBay’s shift from auc-

tion sales toward fixed-price listings,
which are increasingly popular
among online shoppers.

On Wednesday,eBay Chief Execu-
tive John Donahoe said the changes
are part of the company’s effort to
overhaul its core market-
places unit, which gener-
ates more than half the com-
pany’s $8.5 billion in annual
revenue. EBay’s other key
businesses include its Pay-
Pal online payment busi-
ness and Internet telephony
service Skype.

An eBay spokesman de-
clined to comment for this
article.

EBay, which established
itself as a quirky online auc-
tion site for used and antique items,
has struggled to reinvent itself in the
face of intensifying competition from
rivals. For example, Amazon.com
Inc. has continued to capture a
greater share of the e-commerce mar-
ket with a growing selection of fixed-
price items and often free shipping.

In a bid to reverse the trend, Mr.
Donahoe told investors earlier this

year that eBay will focus on establish-
ing itself in the “secondary market”
by serving as a platform for sellers of-
fering fixed-price out-of-season and
overstock items in bulk.

On July 22, the company sur-
prised Wall Street analysts
by reporting better-than-ex-
pected second-quarter re-
sults, a sign its turnaround
efforts were beginning to
pay off.

EBay has said Monday’s
announcement will mark the
second—and last—time it
will introduce changes to its
marketplaces platform this
year. The company made nu-
merous revisions last year, a
pace of change that sellers

said was hard to keep up with.
Other changes include the intro-

duction of a “top-rated seller” pro-
gram,underwhichsellerswillbemore
stringently evaluated based on the
quality of their products and service.

Sellers also will be given the crite-
ria that eBay uses to determine which
products are the best match for any
given product search.

EBay will tweak listings to aid sellers

By Timothy W. Martin

Organic farmers and grocery re-
tailers are embracing the idea of
lower-cost, private-label products to
retain newly budget-conscious con-
sumers.

Supervalu Inc., the fourth-larg-
est U.S. food retailer by sales, ex-
panded its Wild Harvest organic
brand to 312 items, from 150 last
spring. Safeway Inc., the third-larg-
est U.S. food retailer , last fall began
selling its organic food brands to
other retailers.

Private-label organics have “bro-
ken some price barriers for shop-
pers, and everyone is price sensitive
these days,” said Mike Gilliland, chief
executive of Newflower Market Inc.,
a natural-grocery chain based in
Boulder, Colo., with 25 stores.

At a Newflower Market store in
Tucson, Ariz., a jar of a name brand
organic peanut butter costs $ 4.79
while the store’s private label was
$2.99, putting it in line with conven-

tional peanut butter prices.
These store-brand goods ac-

counted for 22.7% of organic food
sales for the 52-weeks ended June 13,
up from 13.6% for the same period in
2007, according to market tracker

Nielsen Co. In all, private-label or-
ganic food sales rose 34% to $1.1 bil-
lion. In 2005, organic private-label
sales totaled just $166 million, said
Nielsen.

For years, the organic-foods seg-
ment logged annual sales gains of
20%-plus, but that growth has
slowed. Sales of natural and organic
grocery products rose 4.6%, to $18.3
billion, for the 52 weeks ended June
13 from a year earlier, according to
SPINS Inc., a market researcher.

Slowing demand has pushed even
reluctant name-branded organic
food companies to offer private-la-
bel products. Frontier Natural Prod-
ucts Co-Op, which produces organic
spices, teas and oils, began selling pri-
vate-label products last year as re-
tailer requests piled up.

“It’s not an easy decision,” said
Clint Landis, chief marketing officer
of the Norway, Iowa, co-operative.
“We are competing with ourselves.”
But persistent demand by retailers
such Sprouts Farmers Market LLC
convinced the co-op to drop its reser-
vations.

The lower prices afforded by pri-
vate-label organics are helping gro-
cers cater to more price-conscious

shoppers. “When the economy
started slowing, we noticed our
(same-store) sales really picked up,”
said Shon Boney, CEO of Phoenix-
based Sprouts Farmers Market,
which has significantly expanded its
store-brand offerings.

Mr. Boney said the closely held
Southwest chain this year is posting
high single-digit to low double-digit
same-store-sales gains and plans to
expand by 20 stores in the next 18
months. Private-label products now
account for 12% of total sales, dou-
bling in the past year.

While some people have cut back
on organics, the growth is being
fueled by shoppers such as Mari Ne-
var, a self-employed accountant in
Boulder, Colo. Ms. Nevar and her fam-
ily changed monthly cellphone plans,
dropped premium cable channels and
adjusted the thermostat to save
money.

“You can drive less, you can scale
back on entertainment, lots of things,”
said Ms. Nevar, 42 years old, who esti-
mates the monthly food bill for her
family of four reaches $1,200. “But
why would anyone, unless in absolute
desperation, scale down on what you
consume every day to fuel yourself?”

Deflation for conventional dairy
products is undercutting retailers’ ef-
forts to reduce organic prices. Lor-
etta Jaus, an organic dairy farmer
from Gibbon, Minn., wanted to add
livestock to have her son join the fam-
ily farm. But with falling prices on
conventional milk, she put the plan
on hold.

This month, a 1.9 liter of reduced
fat 2% organic milk costs $3.78, com-
pared to $2.96 for a 3.9 liter of con-
ventional milk, according to the U.S.
Department of Agriculture. A year
ago, prices were within six cents of
each other.

“Now is not a good time,” said Ms.
Jaus, whose 70-cow farm is a mem-
ber of the Organic Valley Family of
Farms co-operative. The co-op has in-
structed her recently to reduce her
milk supply by 7%.

Whole Foods Market Inc., a pio-
neer in private-label organic foods, is
also feeling the price heat. The Aus-
tin, Texas, grocer, whose $8 billion in
annual sales represents more than a
third of the organic industry, has
posted consecutive quarters of de-
clining same-store sales and flat
overall sales in its latest quarter.

Organic foods get on private-label wagon
Grocery chains see
‘natural’ expansion
of their store brands

John Donahoe

Sunflower Farmers Market, a chain
operated by Newflower Market Inc.,
offers both organic and conventional
private-label foods.
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Ron Bloom, head of the Obama administration’s auto task force, spoke at a
Washington, D.C., hearing on auto-industry bankruptcies last Tuesday.

By John D. Stoll

And Josh Mitchell

The Obama administration’s
new top automotive-industry ad-
viser, Ron Bloom, vowed to take a
back seat to newly appointed direc-
tors overseeing General Motors
Co. and Chrysler Group LLC follow-
ing massive government bailouts
of the two car companies.

GM, meanwhile, said it expects
in the near future to receive addi-
tional funding commitments from
the government to revamp its pro-
duction lines to build more-fuel-ef-
ficient vehicles.

Mr. Bloom, speaking Monday in

Detroit to the congressional over-
sight panel handling Troubled As-
set Relief Program funds, said the
administration will defer to newly
installed boards of directors when
it comes to the intense oversight
needed to complete the auto mak-
ers’ reorganizations.

“The companies are now being
run as commercial enterprises by
their management teams, and they
will report to new, independent
boards of directors,” Mr. Bloom
said. The administration had
played a commanding role in pre-
paring the companies for bank-
ruptcy in recent months, and had
ousted key executives and direc-
tors in an effort to breathe fresh
life into operations.

The pledge to let GM and
Chrysler run with less government
oversight could ease fears related
to the Treasury Department’s eq-
uity stakes in the two. Mr. Bloom
reiterated the government’s plan
to start selling its stakes of the two
companies as early as next year,
and be a silent shareholder in the
meantime.

“There is no checking with the
government,” he said in relation to
company leaders’ approach to run-
ning their businesses, adding that
board members will not need to
“look back” over their shoulder to
make sure the government is ap-
proving all decision making.

Chrysler’s new nine-member
board, headed by Chairman Rob-
ert Kidder, met formally for the
first time on Monday. GM’s new
13-member board will convene
next week, under the leadership of
Chairman Ed Whitacre.

Mr. Bloom, a former adviser to
the U.S. Steelworkers union,
joined the administration’s so-
called Automotive Task Force in
February, initially working under
private-equity veteran Steven

Rattner. Mr. Rattner and other
task force members have since de-
cided to relinquish their posts,
leaving Mr. Bloom to look over the
government’s massive investment
in GM, Chrysler, auto suppliers
and lenders.

The Treasury Department has
committed over $60 billion in di-
rect assistance to GM and
Chrysler. Tens of billions more
have been committed to Delphi
Corp., GMAC LLC and suppliers.

The Department of Energy has
committed $25 billion in funding
for auto makers to retool factories
in order to develop and build fuel
efficient cars.

GM Treasurer Walter Borst,
speaking to the congressional
oversight panel following Mr.
Bloom’s testimony, said the auto
maker expects billions in addi-
tional Energy Department funding
now that the auto maker is “via-
ble.”

GM has applied for more than
$10 billion in Department of En-
ergy funds, according to a spokes-
man. The spokesman said GM ex-
pects to receive most, but not all,
of that funding if the DOE ap-
proves GM’s loan request.

The DOE has thus far withheld
putting funds into GM because of
the auto maker’s bankruptcy and fi-
nancial troubles.

Mr. Borst, in remarks to the
committee, said those funds are
part of GM’s shorter-term liquid-
ity assumptions. He pointed to the
monies as one of several liquidity
sources that GM will use to meet
its future capital requirements.

In an interview, Mr. Borst said
that the DOE money is critical to
helping implement business plans
that “we believe strongly in.” How-
ever, he said the company can oper-
ate without those specific funds.
“We’re not dependent on them.”

Note: Citicorp activities include regional consumer banking, 
securities and banking, and transaction services

Source: Citigroup

Citi’s Asia profit engine
Revenue and net income by region for Citicorp, 
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U.S. auto adviser vows to defer to GM, Chrysler boards

Economy & Politics

By Peter Stein

And Rick Carew

HONG KONG—Citigroup Inc.
Chief Executive Vikram Pandit de-
clared the bank wouldn’t retreat
from fast-growing Asian businesses
even as the financial crisis has
forced it to shrink its balance sheet
by about 25%.

“There’s no question in our mind
that Asia is going to represent a dis-
proportionate amount of the
world’s growth over the next de-
cade,” Mr. Pandit said in an
interview at Citigroup’s
Hong Kong headquarters on
Monday. That will result in
big opportunities for Citi to
expand its presence in trade
finance, custody business
and cross-border cash
flows, he said.

“The intra-Asia flows
are going to grow exponen-
tially.”

At a time when Citi’s busi-
ness in the U.S. remains
weak from bad consumer loans,
Asia is becoming a critical source of
income. In the second quarter, net
income from the Asia-Pacific region
accounted for nearly 40% of global
revenues at Citicorp, the unit that
contains what Citi considers its
core business of consumer banking
and institutional client services.

Mr. Pandit, 52 years old, has held
the top job at Citi since December
2007. A native of India who has stud-
ied and worked in the U.S. for much
of his life, Mr. Pandit says his back-
ground gives him “a sense of under-
standing how different parts of the
world click,” which is important to
appreciating Citigroup’s global busi-
ness.

While Citi is eager to expand its
Asian business, Mr. Pandit still ac-
knowledges “a significant responsi-
bility” on Citi’s part to help be “an in-
tegral part of the American recov-
ery.” He cited Citi’s efforts to help
American homeowners and credit-
card holders who are having trouble
making their payments.

But “now it’s the turn for the for-
eign consumer to rise,” he said, and
American businesses can help with
the U.S. recovery through exports to
overseas consumers.

Mr. Pandit said he
hopes to continue expand-
ing Citigroup’s business in
the two biggest engines of
growth in Asia, China and
India, despite tough local
restrictions that tie its
hands more than in some
other markets.

He took a swipe at com-
petitors who sold down
strategic stakes in Chi-
nese banks to raise bil-
lions of dollars in capital

during the financial crisis. Royal
Bank of Scotland Group PLC sold its
entire stake in Bank of China Ltd.
and Bank of America Corp. and
Goldman Sachs Group Inc. have
both pared their holdings in Chi-
nese banks this year.

“There have been other compa-
nies in the U.S. who have sold posi-
tions in their banks during this tur-
bulence,” Mr. Pandit said. “Maybe
for them China is a financial play,
but for us China is an important part
of Citi’s strategy in the future.”

In China, Citigroup has one of
the largest networks among foreign
banks, with eight corporate
branches and 26 consumer bank out-
lets. It also owns a 20% stake in

southern Chinese lender Guang-
dong Development Bank.

Asked whether Citigroup would
consider selling its stake in Guang-
dong Development Bank to help
raise capital, Mr. Pandit said “our ac-
tions speak.” He noted that Citi has
“sold a lot of businesses or rational-
ized our businesses, and diluted our
shareholders to raise a lot of eq-
uity.” By contrast, it has held on to
its biggest investment in China. “I
think those actions stand for some-
thing,” he said.

A just-completed exercise will

end up converting some $58 billion
of preferred and trust preferred se-
curities into common shares, leav-
ing Citi better capitalized. But it will
also leave the government likely
holding 34% of the bank. However,
Mr. Pandit dismissed suggestions
that competitors speaking ill of Ci-
ti’s bailout from Washington are af-
fecting the business. “I’ve usually
found that you don’t win business
by talking down somebody,” he
said.

The global nature of Citi’s fund
flows can be controversial. Robust

savings deposits in parts of Asia can
be used to extend loans in an eco-
nomically weaker U.S., potentially
spreading default risk across bor-
ders. There are points in time, Mr.
Pandit acknowledged, when compa-
nies in one part of the world need
loans and liquidity available from
elsewhere in the world.

“That’s the business that we’re
in,” he said. However, he added that
the safety and soundness of its local
businesses was critical and Citi
worked closely with regulators ev-
erywhere it operated.

Pandit affirms Citigroup’s faith in Asia
CEO sees region as key source of income, aims to expand in China, India; a slap at rivals for selling bank stakes

Reaching out
India’s low-key premier
makes a high-stakes gamble
on Pakistan > Page 10

Vikram Pandit
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By Evan Ramstad

SEOUL—Samsung Electronics
Co. jumped into the e-book market
on Monday by rolling out a small-
screen reader that it will initially
sell in its home country of South Ko-
rea with content provided by a local
bookstore chain.

Samsung’s SNE-50K e-book,
which will be priced at 339,000 won
or about $270, has a five-inch touch-
screen that also allows users to

write and store memos. The device
has 512 megabytes of memory stor-
age, more than Sony Corp.’s simi-
larly-priced Reader but less than
the entry level version of Amazon.
com Inc.’s Kindle, which sells for
$299 and is only available in the U.S.
The Sony Reader can be used in Ko-
rea to upload e-books in Korean.

Samsung’s reader is slim at nine
millimeters and weighs 6.5 ounces,
less than the 10-ounce Kindle.

Samsung is still working on ver-
sions of an e-book reader to sell in
other countries and executives said
they aim to show prototypes at an in-
dustry trade show in January. The
company is negotiating with pub-
lishers and retailers for content.

In South Korea, Samsung part-

nered with the online store of Kyobo
Bookstore Co., one of the country’s
largest bookstore chains, to offer
downloadable books. Kyobo cur-
rently offers electronic versions of
about 2,500 books, chiefly South Ko-
rean titles.

Samsung’s initial e-book reader
doesn’t support wireless downloads
or connections to the Internet, as
Amazon’s Kindle and readers by
some smaller firms do. Instead, a
customer must download a book to
a PC and then into the device.

Samsung said software is in-
cluded to make its reader capable of
displaying documents created in Mi-
crosoft Corp.’s Office programs and
Adobe Systems Inc.’s PDF format.

Hitachi shares jump on talk
firm may buy some units

Honeywell’s profit falls 38%

By Nat Worden

Ben Silverman, co-chairman of
NBC Entertainment, will leave after
the fall television season to head a
new media-content venture funded
by IAC/InterActiveCorp, the digital-
media conglomerate controlled by
Barry Diller.

NBC Universal, a unit of
U.S.-based General Electric Co.,
namedJeffGaspin,chiefoperatingof-
ficerofUniversalTelevisionGroup,as
chairman of NBC Universal Televi-
sion Entertainment.

Mr. Silverman’s exit adds to man-
agement upheaval at NBC Universal,
whose broadcast network has been in
a ratings slump for several years. NBC
Chief Executive Jeff Zucker hired Mr.
Silverman to rejuvenate the net-
work’s programming in 2007, but his
efforts have produced mixed results.

Mr. Silverman was co-chairman of
NBC Entertainment with Marc
Graboff, who will remain in place, re-
porting to Mr. Gaspin.

Mr. Gaspin was head of NBC Uni-
versal’s entertainment cable net-
works, which include Bravo, Sci Fi
Channel, USA Network and Tele-
mundo, among others. Those opera-
tions have held up better than the
broadcast network in recent years.

Mr. Silverman is executive pro-
ducer of the Emmy Award-winning
NBC comedy “The Office” and the
Golden Globe-winning comedy “Ugly
Betty.” He is also co-creatorand execu-

tive producer of the hit reality show
“The Biggest Loser.” But the slate of
programs he assembled for last year’s
TV season has been a ratings disap-
pointment. The network placed a dis-
mal fourth place in ratings for the
2008-2009 season.

Ms. Silverman, who came to NBC
after launching independent produc-
tion company Reveille, raised hackles
in the network-TV business for his

overtly commercial approach to pro-
gramming, going so far as to say pub-
licly he was managing the network for
profit margins, and not for ratings.

Rebecca Marks, a spokeswoman
for NBC Universal, said the company
had expected Mr. Silverman to “re-
turn to his entrepreneurial roots” at
some point. Both NBC and IAC de-
clined to make Mr. Silverman avail-
able for comment.

Samsung offers e-reader
Korean content
will be provided
by bookstore chain

Samsung Electronics

By Ann Keeton

Honeywell International Inc.’s
second-quarter earnings fell 38% as
its aerospace division weighed on
sales, and the company said it ex-
pects tough conditions into 2010.

With customers delaying orders,
the Morristown, N.J., conglomerate
on Monday cut its full-year revenue
forecast to $31.5 billion from April’s
lowered view of $32.3 billion to
$33.2 billion.

Chairman and Chief Executive
Dave Cote said on a conference call
that Honeywell’s aerospace, automo-
tive and building-equipment custom-
ers eventually will need to restock
thinning inventories but the picture
for a global economic recovery re-
mains cloudy. He said the company
would plan conservatively, expect-
ing sales to remain weak next year.

Chief Financial Officer Dave
Anderson said 2009 earnings would
be at the low end of a projection pro-
vided in May as cost cutting yields

benefits by the fourth quarter. Hon-
eywell expects full-year earnings of
about $2.85 a share.

Second-quarter income came to
$450 million, or 60 cents a share,
down from $723 million, or 96 cents
a share, a year earlier. Net sales de-
creased 22% to $7.57 billion.

The company said third-quarter
earnings would be in the range of 70
cents to 75 cents a share on revenue
of $7.7 billion to $8.1 billion.

In the most recent quarter, aero-
space sales fell 17% to $2.72 billion,
while profit dropped 25% to $454
million. The business-jet market
continues to struggle as companies
postpone plane purchases.

Sales for its automation and con-
trol-systems segment, which serves
the commercial-construction mar-
ket, declined 17% to $3.01 billion as
profit fell 11% to $346 million. Mr.
Cote said the building business
should benefit from government
stimulus spending in the second
half of 2009 and into 2010.

Programming executive to leave NBC

Korean giants launch
project to develop chips

Samsung’s SNE-50K e-book reader, the South Korean company’s response to Sony’s Reader and Amazon.com’s Kindle.

Ben Silverman, co-chairman of NBC Entertainment, pitches the TV network’s lineup
to advertisers in January. He will be joining a venture funded by IAC/InterActiveCorp.
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By Jung-Ah Lee

SEOUL—Samsung Electronics
Co., LG Electronics and SK Telecom
will tie up with other South Korean
companies to develop semiconduc-
tors for smart phones and digital
television sets, the government
said.

Samsung, one of the world’s larg-
est makers of TV sets, computer
memory chips and flat-panel
screens, will work with consumer
electronics maker LG Electronics
for the first time to make digital TV
receiver chips, the Ministry of
Knowledge Economy said in a state-
ment.

The government plans to pro-
vide a total of 19.5 billion won ($15.7
million) for the projects, while the
private sector will inject 21.5 billion
won, the ministry said.

“Under the collaboration with

Samsung’s foundry, LG will develop
the core chips mainly used for the
company’s mainstay of digital TVs,”
the government said.

Samsung spokesman James
Chung said LG will first design the
chips and Samsung will then con-
duct testing and manufacture the
finished products.

SK Telecom, the country’s larg-
est mobile carrier, plans to develop
a wireless connectivity system-on-
chip for smart phones with other do-
mestic chipmakers.

The mobile carrier said the com-
pany initially agreed to launch a re-
search-and-development project
with other local chipmakers for a
combined 4.8 billion won.

“The government is expected to
give 2.8 billion won and the private
sector, including [SK Telecom], will
put in about two billion won [for the
project],” said SK Telecom spokes-
woman Lauren H. Kim.

MARKETPLACE

By Yuzo Yamaguchi

TOKYO—Hitachi Ltd. shares
jumped Monday on speculation that
the electronics conglomerate may
spend 300 billion yen ($3.2 billion) to
turn five of its listed subsidiaries into
wholly owned units.

A Hitachi spokesman said his com-
pany is reviewing its capital relations
with its units as part of its ongoing re-
structuring, but he declined to com-
ment on a Nikkei report that said the
company plans to launch tender of-
fers for Hitachi Maxwell Ltd. and four
other units in late August.

In trading on the Tokyo Stock Ex-
change, Hitachi’s shares ended Mon-
day 3.4% higher at 304 yen, outper-
forming a 1.5% rise in the Nikkei 225
Stock Average.

Meanwhile, shares of potential
targets Hitachi Maxwell, Hitachi
Plant Technologies Ltd., Hitachi In-
formation Systems Ltd., Hitachi
Software Engineering Co. and Hita-
chi Systems & Services Ltd. gained

their maximum.
Hitachi, which posted a 787.3 bil-

lion yen loss in the fiscal year ended in
March, has been refocusing its infra-
structure businesses since Takashi
Kawamura took over as president in
April.

It has also been contending with
the impact of weak demand for digital
products. In July, it split off its con-
sumerelectronics andautomotivesys-
tem operations into its subsidiaries.

“It would make sense [for Hitachi]
to take over those four or five units,”
said Takeo Miyamoto, analyst at Deut-
sche Securities, who rates Hitachi a
“hold.” “Hitachi will need to restruc-
ture Hitachi Maxwell. But the other
units are operating businesses that
the parent would be able to lead.”

The units have distinctively differ-
ent operations. For example, Hitachi
Maxwell makes lithium-ion batteries
used in mobile phones and magnetic
tapes for computers, whereas Hitachi
Plant Technologies engineers nuclear
and electric plants.
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Ryanair turns in profit
Low-cost carrier
issues a warning
on full-year earnings

Lacroix in joint bid for own house

LVMH feels squeeze from downturn

Ryanair swung to a fiscal first-quarter profit but warned full-year earnings will be at
the lower end of its outlook. Pictured, Ryanair planes at Stansted Airport in England.

Makers of videogames
can’t dodge the recession

By Kaveri Niththyananthan

And Daniel Michaels

LONDON—Ryanair Holdings PLC
showed its resilience in a difficult air-
line market as it turned in a profit for
its fiscal first quarter, but warned
that full-year earnings will be at the
lower end of its outlook.

The Dublin-based carrier, Eu-
rope’s largest low-cost airline by pas-
sengers carried, previously forecast
net profit for the year through March
31 at between Œ200 million ($284.3
million) and Œ300 million. In Dublin,
Ryanair shares fell 32 European
cents, or 9.3%, to Œ3.08.

Ryanair said it expects yields, or
average revenue per passenger, to
fall by at least 20% in the year. Unit
costs, excluding fuel, are forecast to
drop about 5%. Ryanair has among
the lowest costs per passenger-kilo-
meter in the global airline industry.

Airlines world-wide are suffer-
ing as people fly less and become
more price sensitive. Ryanair, un-
like most carriers, has operated prof-
itably while growing and attracting
passengers by slashing fares.

“We really love a recession be-
cause it clears out a lot of the dead
wood and it focuses consumers on
price,” said Chief Financial Officer
Howard Millar. He said Ryanair ex-
pects passengers to remain price
sensitive for the rest of the year, but
that it can capitalize on the eco-
nomic downturn as rivals struggle.

Net profit for the three months

to June 30 was Œ123 million, com-
pared with a net loss of Œ90.5 mil-
lion a year earlier, when Ryanair
booked large charges.

Revenue slipped to Œ774.7 mil-
lion from Œ776.9 million. Nonfare
revenue, from areas such as inflight
sales and passenger charges, grew
13% to Œ165.3 million.

Deputy Chief Executive Michael
Cawley said the decision to drive
fares lower was necessary to sell
seats, especially during the winter sea-
son, when travel is typically weaker.
He added that there is no limit to fare
reductions if costs can be cut further.

The airline has been pulling out
of airports with higher charges, such
as Stansted Airport near London and
Dublin Airport, in favor of cheaper
European bases so it can maintain or
raise margins. Mr. Cawley added
that it would make further capacity
cuts at Dublin Airport in coming
weeks but declined to give details.

Ryanair’s decision to shift out of
U.K. and Irish bases could have more
to do with the impact of recession

on those economies rather than
tourist taxes, or airline passenger
duty, as the company has stated,
said Wyn Ellis, an analyst at Numis
Securities in London.

“There’s no doubt the U.K. and
Irish markets have taken a hammer-
ing,” said Ryanair’s Mr. Millar.

Ryanair plans to continue grow-
ing and doesn’t plan to cut back on air-
craft orders, executives said, in con-
trast to British rival easyJet PLC,
which is expected Wednesday to dis-
close it is reining in fleet expansion.

Mr. Millar said he expects Ry-
anair’s seat capacity to grow 15% this
year. He said increases will slow from
2012, to between 5% and 9%. The air-
line has secured a $1.5 billion financ-
ing deal with three unnamed banks
through the end of September 2010,
which would help fund the purchase
of 55 aircraft, the finance chief said.

First-quarter fuel costs fell
42% to Œ214 million and the airline
has now hedged 90% of its fuel
needs for the first three quarters
at $620 a ton.

By Yukari Iwatani Kane

The tentacles of the recession
have reached into the videogame in-
dustry, a business that was long con-
sidered downturn-resistant.

As recently as six months ago, the
videogame industry was racking up
strong growth even as other busi-
nesses reported sharp declines in
sales and profits. U.S. videogame
sales jumped 10% in January as con-
sumers snapped up $60 to $70 games,
which can bring dozens of hours of at-
home family entertainment.

But last month, videogame sales
plunged by a record 29% year over
year, according to market-research
firm NPD Group. Meanwhile, hard-
ware sales plummeted 38% as de-
mand for Sony Corp.’s Playstation III
and Nintendo Co.’s Wii dropped. The
steep drops came on top of a gradual
sales decline that began in March.

The turnabout is rippling out to
companies such as online retailer
Amazon.com Inc. Last week, Ama-
zon blamed weak quarterly results
from its media business on a decline
in videogame sales. “You’re seeing
an industry slowdown in games and
consoles,” said Amazon finance
chief Tom Szkutak in a conference
call.

The reversal of fortune is likely
to show up further in coming
weeks. When Nintendo reports
earnings Thursday, some analysts
expect to see weaker revenue on a
decline in Wii sales and slower-
than-expected software sales. Vid-
eogame retailer GameStop Corp.,
which reports earnings next month,
is also projected to post less-robust
results. Game publishers Elec-
tronic Arts Inc. and Activision Bliz-
zard Inc. are expected to post lack-
luster results when they report in
early August, though EA has the ad-
vantage of a stronger roster of new
games like “Tiger Woods PGA Tour
10.”

“Initial orders for our products
are tending to be lower,” said
Strauss Zelnick, chairman of Take-
Two Interactive Software Inc.,
best known for its “Grand Theft
Auto” action-game series. “It’s not
just us, but the industry as a
whole.” The New York company cut
its annual earnings forecast earlier
this month, in part because it post-
poned the launch of its BioShock 2
shooter game.

While the videogame industry
had hopes of posting double-digit
revenue growth this year, analysts
now predict flat to 5% growth from
$11 billion in 2008. Jesse Divnich,
an analyst for Carlsbad, Calif., re-
search firm Electronic Entertain-
ment Design and Research, said he
will “be happy if the industry
grows.”

The weakness stems from more
consumers sitting on the sidelines
and tightening their purse strings,
especially as they wait for Nin-
tendo, Sony and Microsoft Corp.,
maker of the Xbox 360, the maker of
the PlayStation 3, to cut the prices
of their consoles. Many console and
PC game sales are also being canni-
balized by digitally downloaded
games and alternative entertain-
ment sources like Apple Inc.’s
iPhone, which offers thousands of
games that can cost only 99 cents or
even nothing at all.

The videogame industry also
faces tough comparisons to last
year’s second quarter, which was
particularly strong given the re-
lease of blockbuster games like

Take-Two’s “Grand Theft Auto IV”
and Nintendo’s “Wii Fit” and
“Mario Kart Wii.”

But the recession has clearly ex-
acerbated the falloff. “It’s highlight-
ing the weak months because if peo-
ple don’t really have a reason to go
out to the store, they’re not,” said
John Taylor, a financial analyst for
Arcadia Investment Corp. in Port-
land, Ore., alluding to the industry’s
tendency to see the biggest sales
during the year-end holiday sea-
son.

Many videogame executives say
they remain positive about the in-
dustry, pointing to coming releases
of big titles. Nintendo is launching
“Wii Sports Resort,” a collection of
resort sports games, this week.
Meanwhile, MTV Games is releas-
ing its “The Beatles: Rockband” mu-
sic game in September and Activi-
sion will start selling shooter game
“Call of Duty: Modern Warfare 2” in
November.

Analysts expect Sony to cut the
price on its PS3 by about $100 this
year, leading to price cuts by Mi-
crosoft on some of its Xbox 360
models. The PS3 starts at about
$400, compared with the equiva-
lent Xbox 360, which costs about
$300. Though Nintendo has said it
won’t cut prices on its $250 Wii this
year, it is expected to do so indi-
rectly by bundling games with the
console.

Representatives for Sony and
Nintendo say there are no plans for
a price cut at this time. Microsoft
declined comment. But Tony Bar-
tel, GameStop’s merchandising and
marketing chief, said the company
has factored in “a price cut in at
least one of the platforms” and is
“anticipating a very strong third
and fourth quarter.”

Still, videogame makers and re-
tailers are likely to run into choos-
ier consumers like Vaughn Forman.
Mr. Forman, a 24-year-old gamer in
Delray Beach, Fla., owns the latest
consoles from Microsoft, Nintendo
and Sony but said he is buying
fewer games because he is still look-
ing for work after graduating from
college. While he wants to buy “The
Beatles: Rockband” game, which
will go for $250 with accessories,
he said he “can’t afford to buy it un-
til I get a job.”

Evan Wilson, an analyst with Pa-
cific Crest, said many people are
continuing to play games they al-
ready own, particularly since many
of the games can now be refreshed
with updates and new features on-
line. “Games provide so much value
that you don’t necessarily need to
buy other stuff,” he said.
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By Max Colchester

Italy’s Borletti Group, an invest-
mentcompanythatownsstakesinEu-
rope’s La Rinascente and Le Print-
empsdepartmentstores,isoneoffour
firmstohavesubmittedbidsforChris-
tian Lacroix fashion house, raising
hopes that the struggling French
brand won’t be closed down.

Lacroix was placed under bank-
ruptcy protection in June after fail-
ing to turn a profit since its creation
in 1987.

“TheBorletti Group wants to help
a creator and protect haute couture
know-how,” said Diane d’Oleon, a
spokeswoman for the Borletti. Ms.
d’Oleon declined to comment on the

amount the group would pay for the
fashion house.

Borletti bid together with Chris-
tian Lacroix, a co-founder and de-
signer of the fashion house. A spokes-
woman for the fashion house said the
designer declined to comment.

Christian Lacroix is currently
owned by the Falic group, a U.S duty-
free store operator that bought the
brandfromfashiongroupLVMHMoët
Hennessy Louis Vuitton SA in 2005.

Since the takeover, the fashion
househasstruggledwithacostlymove
to sell higher-priced goods—a strat-
egyhampered bytheglobal recession.
In 2008 it recorded a Œ10 million loss
($14.2 million) on Œ30millionin sales.

The bankruptcy filing sparked an

outcryinFrance,whereChristianLac-
roix is considered a cultural gem. On
Monday, France’s Industry Minister,
Christian Estrosi, said he would meet
withMr.LacroixonTuesdaytodiscuss
the brand’s future.

At the end of July, Christian Lacro-
ix’s 125 workers will be asked to go on
holiday until the end of August, a
spokeswoman for Christian Lacroix
said.If a buyer isn’t found, 112 staffers
are expected to lose their jobs.

A spokeswoman for the court-ap-
pointed administrator of the Chris-
tian Lacroix brand said that the Bor-
letti Group’s offer was the only “seri-
ous” one on the table. The winner of
thebidwillbeannouncedbytheadmin-
istrator in September.

By Max Colchester

LVMH Moët Hennessy Louis
Vuitton SA, the world’s biggest lux-
ury-goods group by revenue, posted
a 23% drop in first-half profit as the
global economic slump hit the com-
pany’s watch and jewelry division es-
pecially hard.

Paris-based LVMH, whose
brands include the Louis Vuitton
fashion house and champagne
maker Moët & Chandon, said reve-
nue edged up 0.2% to Œ7.8 billion
($11.1 billion) in the six months
ended June 30, compared with the
year-earlier period. Profit fell to
Œ687 million from Œ891 million.

The Louis Vuitton brand held up
well, driving sales at the fashion divi-
sion up 8% to Œ2.98 billion. LVMH re-
iterated its goal of gaining market
share over the year and said it would
pay an interim dividend of 35 Euro-
pean cents.

Yet the overall results underline
how the world’s $240 billion luxury-
goods industry, at first slow to feel
the effects of the economic down-
turn, is now suffering as even the
world’s highest-spending consum-
ers cut back. On Friday, De Beers SA,
the world’s top diamond producer,
posted a 57% decline in first-half
sales of rough diamonds.

LVMH’s results are a particularly

important indicator of how the lux-
ury-goods industry is faring—in
large part because the company’s di-
visions span many aspects of the
market, including handbags, cos-
metics and champagne. The com-
pany was due to release its results
on Wednesday but unexpectedly an-
nounced them on Monday evening,
saying its planned statement had
been partially leaked to a news
agency. Analysts said they were
waiting for more details from the
company during a Tuesday confer-
ence call.

In its statement, LVMH said first-
half watch and jewelry sales fell 17%
to Œ346 million.
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Job search ends but comes with a price
Tradeoffs include
big pay cuts, shift
to smaller industries

By Alina Dizik

Last December, with unemploy-
ment at 7.2%, The Wall Street Jour-
nal enlisted eight people who had
lost their jobs to write about their
hunts in a new blog called “Laid Off
and Looking.” All eight had M.B.A.s;
five had worked in finance at big
banks. They had been unemployed
for a median of nine months.

Since then, it’s gotten even
harder to find a job. Unemployment
is 9.5%. The monthly hiring rate is at
its lowest level since the U.S. Bureau
of Labor Statistics started keeping
track in 2000. There are now about
six unemployed people for every job
opening.

Despite that, four of the eight
bloggers, and three additions, have
landed full-time jobs. But they made
compromises, many of them signifi-
cant. Five took pay cuts of as much
as 80%; at least three cuts exceeded
35%. Four changed industries. Four
went from big-name employers to
smaller firms. Two relocated. Some
say blogging helped their search.

Of the rest, one has a 40-hour-a-
week consulting gig—but it doesn’t
have benefits. Other bloggers de-
clined jobs they felt required too
many compromises. Dawn Jordan,
who was laid off from Bank of Amer-
ica Corp. in November 2008, re-
jected two offers to work at startups
that would have required as much as
an 80% pay cut. “I’m willing to work
for a bargain but I’m not willing to
sell myself out,” says Ms. Jordan,
who’s now starting her own non-
profit business.

As the job market has tightened,
tradeoffs have become even more
necessary. Professionals are still
able to land jobs, says Rob Saam, a
senior vice president at outplace-
ment firm Lee Hecht Harrison, but
“more of them have to make more
compromises.”

Here’s what it took to get back in
the workplace:

Big pay cut

Matthew Vuturo, 27 years old,
was working as a strategic planning
manager at VR Mergers & Acquisi-
tions in Tampa, Fla., until January
2008. He says he lost his job after the
business was acquired. To help make
mortgage payments on his Tampa
condo, he spent almost 10 months
handling overnight deliveries at a
FedEx warehouse; he also consulted
part time. He went on about a dozen
interviews and lost track of how
many jobs he applied for.

In March, his mother stumbled
across an opening online; she’d been
helping Mr. Vuturo’s brother, a re-
cent college graduate, find a job too.
It was for the director of sales and
marketing at GPI Prototype & Manu-
facturing Services Inc., an about
25-employee firm that makes and de-
velops prototypes in Lake Bluff, Ill.

Three weeks later he got an of-
fer—at a 50% pay cut from his old
job. Mr. Vuturo quickly accepted the
offer on a Friday and started the fol-
lowing Monday. “For the last 18
months all I’ve been doing is dying
for something to do,” he says.

His Tampa condo has been up for
sale since June. For now, he has
moved back to a home outside Chi-
cago that his parents own and live in
part time. He’s making less than he

did when he graduated from busi-
ness school, but hopes that will
change in the next few years.

Mr. Vuturo says blogging im-
pressed interviewers. He put it on
his résumé and says that it “sparked
interest.” He also says he was con-
tacted by media including MTV,
which wanted to feature him in a re-
ality-show episode about being un-
employed. He passed because he felt
like it would exploit him.

Pulling up stakes

Flexibility on profession and loca-
tion paid off for Brian Fetterolf. Af-
ter getting laid off from a real-estate
investment banking job in Chicago
at Macquarie Capital Advisors, a
unit of Macquarie Group Ltd., in
March, Mr. Fetterolf, 38, spent
nearly four months searching for a
new position. “I had about 1,000 con-
versations with 250 to 300 people,”
he says.

He made clear that he was will-
ing to go back to his earlier career—
before getting an M.B.A. from the
University of Pittsburgh and work-
ing in investment banking, he spent
eight years as a lawyer. He was also
willing to relocate with his wife and
three children.

Through law contacts, Mr. Fet-
terolf in July got a job as in-house le-
gal counsel at TriState Capital Bank,
which has 90 employees. It means
moving his family to Pittsburgh,
near where he grew up. Selling his
Winnetka, Ill., house is “not going to
be easy,” he concedes. But he and his
family are looking forward to being
closer to their relatives.

To land the job, he had to con-
vince TriState he wasn’t too senior
for the role and was willing to do the
work himself. He managed about 15
people in his old job and isn’t manag-
ing anyone in the new one. He
needed to show that he would “like
doing ground-level heavy lifting,”
he says.

He took a 10% reduction in base
salary and expects to earn at least
50% less in bonus, which in his old
job was about 70% of his annual pay.
But he says he anticipates getting eq-
uity in the company.

Going small

When she got laid off in June
2008 from Citigroup Inc. in Atlanta,
Karen Reid knew she didn’t want to
move. She had been with the firm six
years, most recently logging
70-hour weeks as a vice president of

global banking. She had moved to At-
lanta from New York to be closer to
friends and family; she’d bought a
house and wanted to stay. Ms. Reid,
39, initially hoped to find a job in At-
lanta in finance at a big company,
but found such firms weren’t hiring
much. So she began looking at
smaller firms. “I really didn’t want
to leave,” she says.

Six months later, she found a vice
president of finance position with
Conisus LLC, an 80-employee At-
lanta firm that provides oncology
marketing information on behalf of
drug companies.

Four months into the job, Ms.
Reid says she does “miss the global
reach and being really tuned into
the capital markets” and is making
about 45% of what she used to. But
she enjoys the shrunken bureau-
cracy of the smaller company and a
less hectic schedule. “I’m going
home right now, and it’s 5:30,” she
says.

Still, she’s not looking to be in
this job forever. She’s talked to the
company’s chief executive officer
about a promotion to CFO, and says
she may want to work for the pri-
vate-equity firm that owns Conisus
in the future. Ultimately, she wants

to take on an assistant treasury role
at a global public company.

Ms. Reid listed the blog on her
LinkedIn profile. She says it helped
her expand her network, and
prompted a few recruiters to con-
tact her, but none that led to the job
she got.

Entry-level vetting

Amanda Sundt, 36, lost her se-
nior marketing manager job at Or-
bitz Worldwide Inc., the Chicago on-
line travel company, in November.
For the next month she contacted
about 15 recruiters but only heard
back from one after an initial call.
She contacted former co-workers
and friends of friends. She landed in-
terviews with about nine potential
employers and estimates she spoke
with more than 120 people about po-
tential opportunities.

In interviews, Ms. Sundt, who
has 14 years of work experience,
says she was vetted as if she was
seeking an entry-level position. “I
got a lot of those stupid interview
questions like, ‘Where do you see
yourself in five years?,’” she says.
Once on a Friday evening, a re-
cruiter called to tell her to devise a
marketing plan for a company for an
interview the next morning. She
spent the whole night preparing a
15-page PowerPoint presentation.
She didn’t get the job.

After four-and-a-half months,
she landed a job as the chief market-
ing officer at iExplore Inc., a 20-per-
son adventure travel Web site based
in Chicago; she applied through an
online job board. She says she took a
slight pay cut.

Ms. Sundt says blogging did help
her search. She brought it up when
asked about her social media experi-
ence and says her interviewer was
impressed.

New job culture

When Spencer Cutter, 40, lost his
investment banking job in April
2008, he was burned out. He’d been
with Lehman Brothers Holdings Inc.
for nine years, most recently as a se-
nior vice president.

“When you work in investment
banking, you get sucked into it,” he
says.

He didn’t want to return to the
long hours or the constant pressure.
He considered going into the wine
business or teaching math. While
mulling his next step, he became a
stay-at-home dad for his now 2-year-
old son; his wife works in marketing
and business development for a
handbag designer.

He says that writing the blog
helped him stay dedicated to finding
a new career. “I had to be committed
to it and be prepared for the conse-
quences if what I wrote ended up cut-
ting off other options,” says Mr. Cut-
ter, who wrote in one post, “I was
probably never really cut out to be
an investment banker.”

In March, he spotted an opening
online for a business-development
job at Bloomberg LP. He had several
interviews. He didn’t mention the
blog there and says it didn’t come
up. The offer took two months to ma-
terialize; Mr. Cutter says he often
lost hope that he was still being con-
sidered.

He started the position July 13.
He makes about 20% of what he
earned as an investment banker, in-
cluding bonus. But he enjoys the
“less competitive and high-strung
culture,” he says. “Let me go some-
where where I don’t make a lot of
money but can be home at 6 o’clock
to see my son.”

Matthew Vuturo, top, and Amanda Sundt, below, both say blogging helped their job search and impressed interviewers.
They are among a group enlisted by this paper to write about their job hunts in a new blog called ‘Laid Off and Looking.’
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Pearson gains on steady textbook sales
Profit falls 53%
at newspaper unit
as advertising slides

CORPORATE NEWS

By Aaron O. Patrick

Publisher Pearson PLC reported
surprisingly strong first-half earn-
ings Monday, but its Financial
Times unit was hit by a big drop in
ad revenue.

Shares in the London-based me-
dia group jumped 12% to £6.79
($11.16) on news that its textbook
businesses are proving resilient to
the global recession.

Net income swung to a £28 mil-
lion profit from a £62 million loss
in the year-earlier period, when it
took a hit on an asset sale. Reve-

nue rose 1% to £2.4 billion after
stripping out the effect of cur-
rency shifts. Pearson generates
most of its sales and profits in the
second half.

The company is known for its Fi-
nancial Times newspaper and Pen-
guin book unit, one of the world’s
biggest publishers. But Pearson is
dominated by its education divi-
sion, which owns Pearson Prentice
Hall and other textbook publishers.

In the U.S. and Canada, educa-
tion sales rose 1% in the first half, af-
ter stripping out currency moves,
to £943 million—a good result
given that the recession has
crimped budgets of state govern-
ments, which buy a lot of school-
books. Some analysts had expected
revenue at the division to fall 4%,
but Pearson kept revenue flat by
winning market share from rivals.

The better-than-expected re-
sults allowed the company to stick
by earlier full-year profit forecasts
for all of Pearson in 2009, reassur-
ing investors and sending the
shares surging.

But the result highlighted that
the FT Publishing division, which in-
cludes the Financial Times, has
been unable to escape the problems
affecting newspapers around the
developed world.

Weaker advertising helped
drive down sales at the unit 6% to
£176 million from the year-earlier
period. That contributed to a 53%
fall in operating profit to £14 mil-
lion—a sign of how a newspaper’s
profits can be quickly wiped out by
even a small drop in ad revenue be-
cause of the cost of maintaining a
large staff of journalists.

Pearson Chief Executive Marjo-

rie Scardino said finance and re-
cruiting ads were sharply down.
Newspaper circulation often in-
crease during a crisis but the Finan-
cial Times gave away fewer free cop-
ies in London’s financial district,
Mrs. Scardino said, contributing to
a 6% decline in world-wide daily cir-
culation to 421,429. In the U.K., its
home market, 24% of the FT’s circu-
lation was given away or sold at a
big discount in May, according to
the U.K.’s Audit Bureau of Circula-
tions Ltd.

“We’re all about who is reading
it, not how many people read it,”
Mrs. Scardino said at a press brief-
ing in London.

While Pearson’s education and
book-publishing businesses have
been fairly stable in recent years, re-
sults at FT Publishing have been
more volatile.

To reduce its reliance on adver-
tising, Mrs. Scardino has sold news-
papers and bought publications
that generate online subscription
revenue, including financial data
and news provider Mergermarket
Ltd., which was purchased for £101
million in 2006. As a result of the
deals, the proportion of FT Publish-
ing’s revenue from advertising fell
from 67% in 2003 to 42% now, Pear-
son said.

In March, Pearson approached
some of its large shareholders and
asked if they would buy Pearson
shares to fund another acquisi-
tion. Mrs. Scardino dropped the
idea when the shareholders asked
her to reveal the name of the tar-
get, she said Monday. “It always
leaks,” she said.
 —Kathy Sandler

contributed to this article.

By Ruth Bender

PARIS—Thomson SA shares
surged Monday after the French
media-technology and services
company set out the terms of a
debt-restructuring agreement
with the majority of its creditors,
ending months of uncertainty over
its future.

The company, which supplies
set-top boxes, video-production
services and DVDs and whose cus-
tomers include major Hollywood
film studios and telecom opera-
tors , has suffered as the financial
and economic crisis has hit con-
sumer demand for its customers’
products and services.

Shares surged 38% before trad-
ing was suspended at the request
of the French market regulator Au-
torité des Marchés Financiers
pending the company’s full first-
half earnings report. They didn’t
resume trading before the market
closed.

Thomson late Friday said a ma-
jority of its creditors agreed to a
far-reaching restructuring plan
that will cut its gross senior debt
by 45% to Œ1.55 billion ($2.2 bil-
lion), mainly through the conver-
sion of debt to shares, and at least
halve the value of existing share-
holders’ stakes.

The debt reduction will come
via three instruments: A Œ350 mil-
lion rights issue, the issue of Œ639
million of redeemable notes and
up to Œ300 million of notes that
will be paid by the end of 2010 with
proceeds from the disposals of the
Grass Valley, PRN and Screenvi-
sion units, Thomson said.

The agreement ends more than
six months of negotiations, during
which the company received two
waivers from creditors after it an-
nounced in January that it was
likely to breach covenants on some
of its private placement notes.

Not all creditors have signed
the agreement, notably Deutsche
Bank AG, which is one of Thom-
son’s big private-placement debt
holders.

On Monday, the firm reported a
Œ325 million first-half net loss,
wider than the year-earlier Œ182
million loss. Revenue fell 1.9% to
Œ1.80 billion from Œ1.84 billion.

Thomson shares
jump after deal
to revamp debt

PAYMENT METHOD:
I am paying by credit card.

Visa Amex Eurocard MasterCard

Card No.

Expiry Date__________

Signature ___________________________________ Date ________________

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

Job Title* _____________________________________________________________

Company* ____________________________________________________________

Delivery Address________________________________________________________

______________________________________________________________________

City __________________________________________________________________

Postcode/Zip___________________________________________________________

Country_______________________________________________________________

Email _________________________________________________________________

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

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

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

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

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

PLUS get an extra 21 issues FREE!

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

Subscribe to The Journal Europe
& Save up to 36%

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

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

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

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

6 TUESDAY, JULY 28, 2009 T H E WA L L ST R E ET JO U R NA L .

Danes find something rotten in Michigan
Mermaid statue
in small town draws
call from ‘art police’

By Don Clark

In the film “Harry Potter and the
Half Blood Prince,” the wizard Dumb-
ledore conjures up a tornado of fire
that marks a new feat in animation—
and a milestone for a breed of chips
that are beginning to play broader
roles in the computing world.

The simulation was created by Lu-
casfilm Ltd.’s Industrial Lighting &
Magic unit, which developed soft-
ware that exploited the collective
power of graphics chips from Nvidia
Corp. in dozens of computer worksta-
tions. Special-effects houses ordi-
narily use those desktop machines to
conceive and refine animation ideas,
while hundreds of servers are used
to render final images in a process
that can take days or weeks.

But creators of the latest Harry
Potter installment wanted an effect
that those “render farms” could not
deliver—fire that that looked realis-
tic, yet could be directed to swirl
around the scene precisely. “Being
able to do fire in a directed kind of way
was impossible,” says Richard Kerris,
Lucasfilm’s chief technology officer.

Chips like Nvidia’s—called GPUs,
for graphics processing units—are
best known for generating images in
videogames. Where so-called x86
chips from Intel Corp. and Advanced
Micro Devices Inc. typically have the
core circuitry of one to six micropro-
cessors, GPUs have hundreds of sim-
pler processor cores. The GPUs are
50 times faster for some kinds of
chores, Mr. Kerris estimates.

Just how far such techniques may
go is one of the hottest topics in the
computer industry. Nvidia and AMD,
which added a GPU business through
its 2006 purchase of ATI Technolo-

gies, are encouraging the use
of the technology for an array
of new tasks. Though the po-
tential payoff is hard to quan-
tify, Nvidia Chief Executive
Jen-Hsun Hwang recently pre-
dicted that the effort will cre-
ate a $5 billion market for his
company’s chips in high-per-
formance computing, up from
$1 billion today.

Intel is placing a different
bet. The Silicon Valley giant,
which accounts for around
four-fifths of the microproces-
sor market, is developing an
x86 variant dubbed Larrabee
to compete against GPUs. Ini-
tial models, scheduled to ar-
rive next year, are expected to
feature 32 processors that
each come with accelerating
circuitry based on a concept
called vector processing.

Intel executives argue that Larra-
bee will be much easier to program
than GPUs. But Nvidia and others are
working to make it easier to make
software for GPUs, which already are
being adopted for for new chores in
industries such as oil exploration
and financial services.

Computer animation is a key bat-
tleground. Driven by a relentless
push for dazzling effects, many spe-
cial-effects houses have developed
skills to program esoteric hardware.
Indeed, some observers believe that
GPUs are bound to migrate from desk-
top workstations to the servers used
for rendering.

“The render farm is as obsolete to-
day as the rotary phone,” argues Jon
Peddie, a Tiburon, Calif., market re-
searcher who specializes in com-
puter graphics.

Those thinking of overhauling
their server rooms include Scanline
VFX, a German special-effects com-
pany that is known for sophisticated
simulations of tidal waves and other
effects involving water. President
Stephan Trojansky, who works in a
Scanline office near Los Angeles, esti-
mates that shifting to Nvidia’s chips
for more processing chores would al-
low the company to squeeze 800 pro-
cessor cores in the space of 16 cores
on Intel chips. “We would miss an op-
portunity if we don’t jump on that
train,” Mr. Trojansky says.

Another company aggressively
adopting GPUs is Otoy LLC, a Los
Angeles-based company that is
working with AMD to assemble a
system with 1,000 GPUs. Jules Or-
bach, Otoy’s chief executive, says
the system will be used to create

special effects as well as to cen-
trally serve up videogames over the
Internet.

But some industry executives
doubt that GPUs will be a cure-all in
Hollywood. The technology works
best when applying the same set of in-
structions to multiple data points,
such as when shading pixels on a com-
puter screen. GPUs are less useful
when multiple sets of instructions
are required.

That’s one reason some effects
houses are excited about Larrabee,
which Intel predicts will be useful for
varied applications. Fans include
DreamWorks Animation SKG, which
recently became a major user of the
chip maker’s technology.

Ed Leonard, DreamWorks’ chief
technology officer, applauds the ad-
vances by GPU makers but says using

them broadly in its server
room has so far not seemed
worth the effort to modify the
company’s software. “It’s all
about the performance gain
versus the pain,” he says.

The pain paid off for Chris
Horvath, a digital supervisor
at ILM who worked with an-
other artist to create the soft-
ware used in the Harry Potter
film. Until their work, he says,
most attempts to create realis-
tic-looking fire involved film-
ing snippets of real flames and
blending them together.

But controlling how fire
moves is difficult with that
technique, Mr. Horvath says.
Another approach creates 3-D
models based on large num-
bers of flame particles, which
provides greater control but
less realism.

ILM settled on an approach that
uses a smaller number of particles to
approximate the desired movement,
while blending together multiple
two-dimensional simulations to give
the fire its appearance. Mr. Horvath
recalls that nine months of work us-
ing the techniques on the Harry Pot-
ter film wound up yielding final re-
sults right after he returned from the
Burning Man festival last Septem-
ber, where ILM’s simulation closely
mirrored how artists burned things
at the event.

“This is the most fun I’ve had
working on a project,” Mr. Horvath
says.

The software also was used for a
scene in “Transformers: Revenge of
the Fallen,” which simulates the de-
struction of a pyramid.

Movie effects are key battleground between chip rivals

By Timothy Aeppel

GREENVILLE, Mich.—This
town’s statue of Hans Christian
Andersen’s “Little Mermaid” is a
symbol of its proud Danish heritage.
Now some are saying she doesn’t
have permission to be in the country.

Nobody disputes the sculpture—
installed in 1994 as part of Green-
ville’s annual Danish Festival—was
inspired by the famous one in Copen-
hagen.

The problem is that this ode to
the old country allegedly infringes
the copyright of Danish artist Ed-
vard Eriksen. In May, just as prepara-
tions for this year’s Danish-themed
festivities were getting under way,
the town got a letter from the Artists
Rights Society—a New York-based
organization that enforces copy-
rights on behalf of artists, including
Andy Warhol and Picasso. The letter
said that the statue is an “unautho-
rized reproduction” and had to
come down. If not, the town would
have to pay a licensing fee.

“Like I have nothing else to
worry about, now I’ve got the art po-
lice after me out of New York,” says
city manager George Bosanic, who
received the letter.

Actually, the complaint origi-

nated from Denmark. The Artists
Rights Society, which represents
more than 50,000 artists, both liv-
ing and dead, says it got word from
its sister organization in that Euro-
pean country that descendants of
Mr. Eriksen, who died in 1959, had
heard about the Greenville statue
and wanted action taken. Copy-
rights on such art works
remain in force for 70
years after an artist’s
death.

“If the statue starts
getting used in a vari-
ety of towns, it sets a
trend—and it dimin-
ishes its distinctive-
ness in its setting in
Copenhagen,” says The-
odore Feder, the soci-
ety’s president.

It may be a bit late to
prevent that. There’s a
copy of the Little Mer-
maid on the grave of
Danish-American enter-
tainer Victor Borge in Greenwich,
Conn., as well one in Piatra Neamt,
Romania. Vancouver, British Co-
lumbia, wanted to put one on its wa-
terfront in the 1970s, but couldn’t
get permission from the artist’s
family. That’s why that Canadian
city now has a statue called “Girl in
a Wetsuit,” complete with swim
fins and a mask propped on top of
her head.

At least three other U.S. towns
with Danish cultural links also have
mermaidstatues,althoughGreenville
is the first to attract the attention of

the artist’s family, says Mr. Feder.
Annette Andersen, a resident of

Kimballton, Iowa, headed a commu-
nity group that raised the $12,000
needed to restore that town’s mer-
maid statue a few years ago. “Oh
boy, I hope they don’t find us,” says
Ms. Andersen, when told about the
controversy in Michigan. She says

she knows of several
towns that have mer-
maids, including one in
Minnesota, but adds,
“Theirs aren’t as pretty
as ours.”

A plaque in front of
the Greenville statue
calls it a “replica” of the
one in Denmark. Mr.
Bosanic, the city man-
ager, notes the statue
isn’t an exact replica: At
about 76 centimeters
high, it’s half the size of
theoriginaland hasa dif-
ferent face and otherdis-
tinct features, including

larger breasts. “We’ve gotten a lot of
heat about that too,” he says.

The Little Mermaid is the most
iconic image of Denmark, drawing
about 1.5 million visitors a year to its
resting place on a rock in Copen-
hagen’s harbor. It was installed in
1913 as a tribute to the Danish au-
thor who created this and other
fairy-tale characters, including
“Thumbelina” and “The Ugly Duck-
ling.” The statue in Copenhagen is it-
self a copy; the original has been at-
tacked repeatedly—pieces stolen,
arm cut off, painted pink, draped in a

burqa—and is now stored in a secret
location.

For Greenville, population 8,000,
the statue is more than just a piece
of art. Bolted to a pile of rocks on the
muddy banks of the Flat River,
which meanders through the center
of this faded factory town, it embod-
ies the town’s pioneer heritage and
offers a whimsical diversion from
the tougher realities of recent years.
Greenville has lost many of its jobs,
including the closure of a giant re-
frigerator plant, and unemployment
in the region has soared to 17.5%.

Greenville’s statue was created
by local artist David Willison in con-
junction with the town’s Danish Fes-
tival, which is held annually on the
third weekend in August. The cele-
bration attracts up to 80,000 peo-
ple, who come to watch the crown-
ing of a Danish queen—and her
court—as well as the staging of one
of Andersen’s plays and other
events. A new addition to this year’s
agenda: a tractor pull called “Dirt
Diggin Danes.” This year’s play is
“Thumbelina.”

Many locals seem bewildered by
the dispute, which has attracted
heavy coverage in the local media.
Pam Jorae, the coordinator of the
festival committee, says: “We’re
just a small community trying to
carry on a 45-year tradition.” She
adds that she’s only lived here seven
years, so she wasn’t around when
the statue was put up. But she says
nobody thought they were doing
anything wrong.

Ms. Jorae says she hopes the com-

munity isn’t forced to pay a hefty li-
censing fee. She notes the festival is
operated as a nonprofit, with funds
left over used to “buy something
nice” for the community, including
statues. Besides the mermaid, which
cost about $10,000, Greenville also
has a statue of Mr. Andersen—made
of Lego pieces, a product that origi-
nated in Denmark. That statue now
stands in the library, since its head
kept getting knocked off when it was
left on display outdoors.

Negotiations between Greenville
and the Danes may be nearing a turn-
ing point. Two weeks ago, the city
manager got a letter from the Art-
ists Rights Society demanding
$3,800. It’s not a huge amount, says
Mr. Bosanic, but there are many lo-
cals telling him not to pay.

At a Danish-themed breakfast
held earlier this month Mr. Bosanic
says one woman showed up wear-
ing a mermaid pin. “She told me she
bought it at the dollar store and was
wearing it out of protest,” he says.

One idea Mr. Bosanic is mulling:
buying 1,000 of the pins and selling
them at next month’s celebration to
raise the licensing fee. “We could
have a ‘Save the Mermaid’ thing,” he
says. He’s also asked Mr. Feder at the
Artists Rights Society to arrange a
phone call for him with representa-
tives of the artist’s family in Den-
mark, in the hopes he can convince
them to drop their demands.

The descendants sell official cop-
ies of the statue through their own
Web site—a full-size mermaid sells
for $55,870; a 23-centimeter version
costs $3,113.
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Greenville’s mermaid

MARKETPLACE

In this scene from the film ‘Harry Potter and the Half Blood Prince,’ Industrial Lighting & Magic
used workstations running Nvidia’s GPU chips to simulate and control the tornado of fire.
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Tata Motors reports gain
Decline in car sales
offset by lower costs,
eased currency losses

Back on track
Tata Motor’s net profit, 
in billions of rupees

Note: Fiscal year ends March 31
Source: the company
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A Tata Nano is driven on the road 
in Mumbai earlier this month

Aetna’s net falls 28% as costs rise

Stagecoach looks over National Express

CORPORATE NEWS

Aetna Inc.’s second-quarter
profit fell 28%, a drop the health in-
surer blamed in part on members’
increased use of medical services.

For the second time this year,
Aetna cut its 2009 per-share earn-
ings forecast, this time to between
$2.75 and $2.90, down from an origi-
nal outlook of $3.85 to $3.95.

The difficult quarter comes as
the health-insurance industry is be-
ing scrutinized by lawmakers seek-
ing to wring costs out of the health-
care system. Unlike its peers,
Aetna had held up well as mount-
ing unemployment has left more
Americans without insurance and
forced some companies to adjust
their profit forecasts.

For the quarter, Aetna posted a
profit of $346.6 million, or 77 cents
a share, down from $480.5 million,
or 97 cents a share, a year earlier. Ex-
cluding items, earnings would have

fallen to 68 cents from 94 cents. The
company said in June it expected 76
cents to 80 cents a share, and ana-
lysts, on average, were expecting
earnings of 78 cents a share. Reve-
nue rose 11% to $8.67 billion.

Total medical-benefits ratio, or
the amount of premiums used to
pay patient medical costs, jumped
to 86.8% from 81.9% a year earlier.
The company’s ratio for commer-
cial plans was 85.9%.

The Hartford, Conn., health in-
surer blamed the higher costs on re-
cessionary factors, such as mem-
bers accelerating their use of medi-
cal services and health providers
billing for more services for a
given diagnosis.

Aetna also noted delays in taking
into account all of its medical costs
from last year, which contributed to
it underpricing some health plans
for this year. Aetna said it would ad-
just its prices to keep up with higher
costs, step up its efforts to manage
costs and encourage doctors to
stick to evidence-based procedures.

“We now know that our 2008

commercial medical-cost baseline
was higher than we projected,” and
2009 pricing “was insufficient to
cover those higher medical costs,”
Aetna Chairman and Chief Execu-
tive Ronald Williams said.

Aetna said the increase in cost
was driven by more services or-
dered per visit, not more visits.

Another possible factor is the
growing number of members who
are continuing their coverage under
the federal Consolidated Omnibus
Budget Reconciliation Act, or Co-
bra, rules. Aetna says that histori-
cally 1% to 1.5% of its membership
has been from Cobra but that this
year that number is closer to 2%. Pa-
tients on Cobra are nearly twice as
costly for the insurer as patients in
its regular commercial pool.

Meanwhile, hospitals and doc-
tors are also under pressure. “If
the economy is bad and the pro-
vider is seeing fewer people show-
ing up, they want to get the most
out of the people who come in,”
says analyst Carl McDonald of Op-
penheimer & Co.

Telefónica SA

The Spanish court that tried
Telefónica SA Chairman César
Alierta in April for alleged insider
trading said Monday that Mr. Alierta
has appealed the decision. Earlier
this month, a Spanish lower court
dismissed charges of insider trading
against Mr. Alierta, citing Spain’s
statute-of-limitations laws, but said
he used insider information to en-
rich himself. Prosecutors appealed
the dismissal last week, while Mr.
Alierta’s legal team is appealing on
grounds that the sentence was harm-
ful to him and violated his constitu-
tional rights, news agency Efe said
Monday. A Telefónica spokesman de-
clined to comment.

Freeport McMoRan

Police charged two employees of
Freeport McMoRan Copper & Gold
Inc. with involvement in a spate of
deadly shootings at the largest gold
mine in the world, an Indonesian po-
lice spokesman said Monday. The
workers were among seven people
who will go on trial for premedi-
tated murder and illegal weapons
possession, Col. Ketut Untung Yoga
Ana said. It was unclear what posi-
tions the two held with Freeport,
and the company declined to com-
ment. Three people died and more
than a dozen were wounded in a se-
ries of ambushes at Freeport’s Gras-
berg mining complex that began on
July 11. A 29-year-old Australian
and a security guard working for
Freeport were fatally shot, while a
policeman fell to his death while
seeking cover during an attack.

By Michael Carolan

LONDON —Stagecoach Group
PLC added itself to the list of compa-
nies looking to buy parts of strug-
gling transport operator National Ex-
press Group PLC.

Last week, a team led by National
Express’s largest shareholder—the
Cosmen family of Spain—made an in-
dicative proposal to buy National Ex-
press in a cash bid. On Monday, Stage-
coach confirmed that it was in exclu-

sive talks to buy some assets of Na-
tional Express, should the Cosmen
bid succeed.

National Shore Capital said Na-
tional Express’s bus and coach opera-
tions would provide significant bene-
fits for Stagecoach: Both companies
operate in the U.K. rail, bus and coach
sectors, as well as in the U.S. bus in-
dustry. National Express also has bus
and coach operations in Spain.

The Cosmen family already owns
18.7% of National Express and last

week teamed up with private-equity
group CVC Capital Partners Ltd. to
make the bid—estimated to be worth
£500 million ($821.5 million). That of-
fer was revealed soon after another
bid for National Express was aban-
doned, this one from FirstGroup PLC,
a rival U.K. operator and owner of
Greyhound bus lines in the U.S.

Takeover interest in National Ex-
press has been prompted by a 60%
fall in the company’s share price in
the past year.

GLOBAL BUSINESS BRIEFS

Sohu.com Inc.

Chinese Internet portal Sohu.
com Inc. said its second-quarter
profit fell 23% as the divestment of
part of its gambling unit out-
weighed growing advertising and
online-gambling revenue. Sohu’s
net profit fell to $30.9 million from
$40.2 million a year earlier. Reve-
nue rose 25% to $127.1 million. Sohu
said it expects third-quarter reve-
nue of $133.5 million to $137.5 mil-
lion. Sohu’s online-gambling unit,
Changyou.com Ltd., reported a 9%
increase in its second-quarter net
profit to $34.5 million from $31.6
million a year earlier. Its revenue
rose 39% to $66.6 million from $47.9
million.

By Santanu Choudhury

And Anirban Chowdhury

NEW DELHI—Tata Motors Ltd. on
Monday posted an unexpected 58%
rise in first-quarter unconsolidated
profitaslowercommoditypricesanda
smaller foreign-exchange loss helped
offsetdeclining vehicle sales.

Profit in the April-to-June quarter,
which doesn’t include results of
U.K.-based vehicle brands Jaguar and
Land Rover, climbed to 5.14 billion ru-
pees ($106.9 million) from 3.26 billion
rupees a year earlier, India’s biggest
auto maker bysales said.

The average of estimates in a Dow
Jones Newswires poll of 11 analysts
had forecast Tata Motors’ profit to
shrink to 1.6 billion rupees during the
quarter.

Quarterly sales slid 7.8% from a
year earlier to 63.5 billion rupees.

“It is a good set of numbers,” Surjit
Arora,analystatMumbai-basedPrab-
hudas Lilladher Pvt. Ltd. said. “On an
operating basis, their numbers were
aheadof expectations.”

Tata Motors didn’t say when it will
issue consolidated results, including
those of Jaguar and Land Rover. Tata
Motors, maker of the Nano—the
world’s cheapest car—acquired Jag-
uar and Land Rover luxury marquees
fromFordMotorCo.lastyear.Thecom-

pany had a consolidated loss of 25.05
billion rupees in the fiscal year ended
March 31.

The auto maker lifted its earnings
before interest, taxes, depreciation
and amortization margin to 11.4% in
the first quarter from 7.1% a year ear-
lier. Tata Motors attributed that to
“continued focus on cost efficiencies,
coupled with reduction of raw-mate-
rialprices,inventoryreductionandim-
provement in salesrealization.”

Quarterly profit included a one-
time gain of 3.19 billion rupees from
the sale of part of its stake in Tata
Steel Ltd.

Tata Motors also had an unreal-
ized foreign-exchange loss of 55.4
million rupees in the April-June pe-
riod, compared with 1.62 billion ru-

pees a year earlier.
The auto maker’s local sales fell

1.4% to 122,120 vehicles during the
three-month period, while exports
declined 43% to 5,220 vehicles.

Local sales of trucks and buses
rose 1.1% to 72,216 vehicles, while
those of cars and sport utility vehi-
cles, including Fiat SpA vehicles dis-
tributed by Tata Motors, dropped
4.9% to 49,904 vehicles.

Tata Motors’ spending on steel
and other raw materials, its single-
biggest expense, fell 24% in the first
quarter to 38.02 billion rupees.

Chief Financial Officer C. Ra-
makrishnan said the company is pro-
jectingbetween25billionrupeesand
30 billion rupees in capital expendi-
tures this fiscal year.

TNT NV

Dutch postal and express com-
pany TNT NV on Monday posted a
61% fall in second-quarter net profit
as its Express unit continued to strug-
gle, and raised its annual cost-sav-
ings target. Net profit fell to Œ81 mil-
lion ($115 million) from Œ205 million
a year earlier as revenue dropped
10% to Œ2.53 billion from Œ2.81 bil-
lion. Sales at TNT’s Express unit
dropped 16%, while sales at the Mail
unit, which is under pressure from re-
cent liberalization of the Dutch mail
market, were down 1%. Europe’s sec-
ond-largest mail and express deliv-
ery company after Deutsche Post AG
said it has increased its Œ400 million
savings program for 2009, and now
aims to save between Œ550 million
and Œ600 million. So far, it has real-
ized Œ275 million in savings. TNT
said it will nevertheless pay an in-
terim dividend of 18 European cents,
which the company says reflects the
strength of and confidence in the
cash flow and operational delivery of
short-term objectives.

Verizon Communications Inc.

Verizon Communications Inc.
posted a 21% decline in quarterly
profit and said it would cut more
jobs as it battles a pullback in busi-
ness spending. Verizon plans to
eliminate 8,000 employee and con-
tractor positions by the end of the
year. The New York-based company,
which employs about 235,000 peo-
ple, eliminated the same number of
jobs in the past 12 months. “We re-
ally don’t have a crystal ball” for the
outlook on business spending,
Chief Financial Officer John Killian
said in an interview. Strength in Ver-
izon’s wireless business, which saw
revenue rise 28% helped by the ac-
quisition of Alltel, drove growth in
the latest quarter. Overall, Verizon
reported profit of $1.48 billion, or
52 cents a share, for the second
quarter, down from $1.88 billion, or
66 cents a share, a year earlier. Reve-
nue rose 11% to $26.86 billion. Wire-
line revenue fell 5.2%.

—Compiled from staff
and wire service reports.

By Avery Johnson,
Vanessa Fuhrmans
and Dinah Wisenberg Brin

EADS

European Aeronautic Defence &
Space Co. said Monday that Saudi
Arabia ordered three additional Air-
bus A330 tanker-transport jets for
the Royal Saudi Air Force. This
brings the country’s total order to
six aircraft, as Saudi Arabia had or-
dered three similar aircraft in 2008,
said the parent company of Airbus.
EADS has additional orders for the
military version of the Airbus pas-
senger plane from Great Britain,
Australia and the United Arab Emir-
ates. Germany and Canada ordered
the tanker version of another Airbus
model, the A310.

Sanofi-Aventis SA

French pharmaceuticals com-
pany Sanofi-Aventis SA Monday
said it will pay Œ550 million ($781.8
million) to beef up its growing sta-
ble of new vaccines and expand in
emerging markets by acquiring a
majority stake in Indian vaccines
maker Shantha Biotechnics. Sanofi-
Aventis said its Sanofi-Pasteur vac-
cines arm is taking control of Hyder-
abad-based Shantha Biotechnics by
buying ShanH, a subsidiary of
French healthcare products group
Merieux Alliance. ShanH, which con-
sists of five companies working in
healthcare prevention, diagnosis,
prognosis, treatment and clinical fol-
low-up, held a majority stake in
Shantha. Sanofi will hold 80% of
Shantha, with the 16-year-old In-
dian company’s founder Varaprasad
Reddy and other Indian investors
owning the remainder of the shares.
Reddy will stay on to head up Shan-
tha. For 2009, Shantha sales are ex-
pected at around $90 million.

Thales SA

Airbus program woes
leads to loss at Thales

French defense-electronics com-
pany Thales SA said Monday it
swung deep into the red in the first
half, partly due to a new Œ102 mil-
lion ($145 million) provision against
its work share in the troubled Air-
bus A400M military transport air-
craft program. The company re-
ported a Œ25 million loss, compared
to a Œ244 net profit a year earlier.
Thales said a purchase-price alloca-
tion, the amortization of goodwill re-
lated to past acquisitions, hit its bot-
tom line by Œ37 million. Revenue
rose 1.3% to Œ5.74 billion from Œ5.67
billion. Thales said the performance
of its aerospace businesses was af-
fected by higher-than-expected de-
velopment costs for the flight-man-
agement system it is supplying for
the A400M. That program is run-
ning three years late, and is incur-
ring major cost overruns.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 24.50 $25.73 0.28 1.10%
Alcoa AA 30.40 11.30 0.28 2.54%
AmExpress AXP 21.90 28.38 –1.13 –3.83%
BankAm BAC 229.80 13.09 0.58 4.64%
Boeing BA 5.50 42.24 –0.13 –0.31%
Caterpillar CAT 13.50 42.86 0.86 2.05%
Chevron CVX 7.20 68.85 0.42 0.61%
CiscoSys CSCO 30.00 21.84 –0.04 –0.18%
CocaCola KO 7.60 49.52 0.16 0.32%
Disney DIS 9.00 26.45 –0.13 –0.49%
DuPont DD 5.80 30.36 0.32 1.07%
ExxonMobil XOM 15.40 72.75 0.46 0.64%
GenElec GE 72.80 12.32 0.29 2.41%
HewlettPk HPQ 9.80 41.84 0.12 0.29%
HomeDpt HD 12.90 25.16 –0.16 –0.63%
Intel INTC 39.40 19.47 0.11 0.57%
IBM IBM 4.50 117.63 –0.01 –0.01%
JPMorgChas JPM 27.00 38.13 0.21 0.55%
JohnsJohns JNJ 7.10 61.27 –0.24 –0.39%
KftFoods KFT 7.20 28.26 0.14 0.50%
McDonalds MCD 7.50 55.97 –0.11 –0.20%
Merck MRK 19.40 30.77 –0.22 –0.71%
Microsoft MSFT 73.10 23.11 –0.34 –1.45%
Pfizer PFE 45.70 16.62 0.14 0.85%
ProctGamb PG 6.40 55.78 –0.06 –0.11%
3M MMM 4.00 69.91 0.49 0.71%
TravelersCos TRV 2.70 43.54 0.32 0.74%
UnitedTech UTX 5.80 52.11 –0.12 –0.23%
Verizon VZ 17.90 31.00 –0.50 –1.59%
WalMart WMT 13.90 48.97 0.03 0.06%

Dow Jones Industrial Average P/E: 14
LAST: 9108.51 s 15.27, or 0.17%

YEAR TO DATE: s 332.12, or 3.8%

OVER 52 WEEKS t 2,022.57, or 18.2%

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

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

JPMorgan $1,017 9.2% 54% 25% 20% 1%

Credit Suisse 631 5.7% 35% 44% 20% 1%

Deutsche Bank 628 5.7% 28% 40% 27% 5%

BNP Paribas 626 5.7% 28% 50% 14% 7%

UBS 580 5.3% 33% 25% 42% 1%

RBS 565 5.1% 39% 44% 10% 7%

Goldman Sachs 544 4.9% 35% 21% 44% …%

Citi 513 4.6% 31% 34% 33% 3%

Bank of America Merrill Lynch 445 4.0% 34% 28% 36% 3%

Source: Dealogic

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

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

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

Rallye "1,066" –41 –178 –261 Clariant 356 1 –15 –4

Carlton Comms  420 –36 –58 –50 Stagecoach Gp  72 1 –7 –9

ITV  440 –28 –44 –47 Transocean  86 1 –11 –13

Norske Skogindustrier  "1,168" –26 –79 –75 EMI Group  718 1 6 30

Aegon  165 –25 –49 –44 Carrefour 53 1 –3 –2

WPP 2005  173 –20 –33 –67 Bawag 218 1 –23 –18

Cie de St Gobain 161 –20 –34 –46 Metso  286 2 –2 8

Bco de Sabadell  215 –20 –70 –70 Nielsen 632 2 –15 –23

Aviva  170 –19 –44 –50 Skandinaviska Enskilda Banken  159 3 –21 –30

AB Volvo 317 –18 –51 –100 Fiat 485 5 –176 –385

Source: Markit Group

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

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

Banco Santander Spain Banks $114.8 9.90 3.40% –11.6% –10.5%

ING Groep Netherlands Life Insurance 25.7 8.69 3.15 –57.7 –72.7

UniCredit Italy Banks 48.6 2.04 2.51 –37.0 –60.0

ENI Italy Integrated Oil & Gas 100.5 17.64 2.38 –20.4 –26.5

Deutsche Bk Germany Banks 45.9 52.03 2.22 –10.9 –42.4

Barclays U.K. Banks $55.2 3.04 –3.49% –10.3 –50.3

L.M. Ericsson Tel B Sweden Telecomms Equipment 27.8 69.30 –3.08 6.3 –38.9

Credit Suisse Grp Switzerland Banks 55.2 50.00 –2.91 1.0 –27.1

Daimler Germany Automobiles 46.1 30.54 –2.44 –20.2 –24.4

Astrazeneca U.K. Pharmaceuticals 67.6 28.21 –1.98 23.5 –13.7

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

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

Banco Bilbao Viz 54.6 10.25 2.04% –11.2% –37.4%
Spain (Banks)
Roche Hldg Part. Cert. 107.9 164.70 2.04 –11.8 –24.8
Switzerland (Pharmaceuticals)
AXA S.A. 43.6 14.67 1.91 –20.0 –45.7
France (Full Line Insurance)
E.ON 73.6 25.86 1.77 –35.3 –17.8
Germany (Multiutilities)
ArcelorMittal 58.8 26.48 1.63 –48.1 ...
Luxembourg (Iron & Steel)
BP 176.9 5.19 1.59 –0.1 –19.5
U.K. (Integrated Oil & Gas)
Iberdrola S.A. 41.7 5.87 1.56 –26.6 –15.5
Spain (Conventional Electricity)
BHP Billiton 58.1 15.78 1.54 –2.7 55.6
U.K. (General Mining)
Siemens 72.7 55.92 1.49 –22.9 –11.4
Germany (Diversified Industrials)
Royal Dutch Shell A 93.7 18.57 1.31 –20.1 –32.9
U.K. (Integrated Oil & Gas)
GDF Suez 85.6 26.63 1.25 –32.4 –2.3
France (Multiutilities)
Telefonica S.A. 115.3 17.23 1.12 7.8 30.1
Spain (Fixed Line Telecomms)
Allianz SE 45.8 71.14 0.99 –33.5 –42.2
Germany (Full Line Insurance)
Nestle S.A. 154.3 43.20 0.98 –4.8 7.1
Switzerland (Food Products)
Rio Tinto 61.9 24.53 0.93 –41.8 7.4
U.K. (General Mining)
BG Grp 65.3 11.06 0.82 –1.9 53.6
U.K. (Integrated Oil & Gas)
Soc. Generale 36.9 44.74 0.70 –24.6 –58.8
France (Banks)
Total S.A. 136.5 40.47 0.70 –17.4 –24.0
France (Integrated Oil & Gas)
UBS 44.9 14.92 0.54 –26.9 –74.9
Switzerland (Banks)
Anglo Amer 42.6 19.26 0.50 –30.0 –15.0
U.K. (General Mining)

France Telecom 61.8 16.63 0.45% –13.3% 1.4%
France (Fixed Line Telecomms)
Assicurazioni Gen 31.5 15.72 0.45 –27.8 –36.4
Italy (Full Line Insurance)
Deutsche Telekom 52.9 8.53 0.35 –20.0 –29.6
Germany (Mobile Telecomms)
GlaxoSmithKline 109.6 11.63 0.35 1.1 –21.5
U.K. (Pharmaceuticals)
Unilever 45.4 18.61 0.27 –1.8 ...
Netherlands (Food Products)
ABB 40.5 18.69 0.27 –28.6 22.7
Switzerland (Industrial Machinery)
SAP 55.0 31.55 0.14 –7.1 –11.9
Germany (Software)
BNP Paribas S.A. 76.1 51.22 0.12 –19.2 –32.8
France (Banks)
Bayer 47.3 40.20 0.05 –28.2 4.2
Germany (Specialty Chemicals)
British Amer Tob 60.8 18.21 –0.11 1.2 26.2
U.K. (Tobacco)
Sanofi-Aventis S.A. 86.2 46.09 –0.13 –1.2 –38.1
France (Pharmaceuticals)
Vodafone Grp 115.2 1.20 –0.21 –7.7 3.2
U.K. (Mobile Telecomms)
Novartis 116.0 47.06 –0.25 –22.8 –32.7
Switzerland (Pharmaceuticals)
Nokia 49.1 9.22 –0.32 –48.2 –40.6
Finland (Telecomms Equipment)
Diageo 41.2 9.05 –0.39 2.9 –3.8
U.K. (Distillers & Vintners)
Tesco 47.5 3.67 –0.43 –2.3 2.0
U.K. (Food Retailers & Wholesalers)
HSBC Hldgs 161.8 5.70 –0.79 –20.2 –32.6
U.K. (Banks)
Intesa Sanpaolo 42.0 2.50 –0.80 –32.0 –44.9
Italy (Banks)
BASF 44.4 33.96 –0.96 –17.7 7.8
Germany (Commodity Chemicals)
Koninklijke Phlps 20.8 15.07 –1.73 –28.9 –41.7
Netherlands (Consumer Electronics)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage -0.79% -0.05% 1.5% 3.8% -4.8%
Event Driven -0.10% 0.43% 3.7% 6.6% -21.2%
Equity Market Neutral -0.46% 0.60% -0.9% -3.3% -11.0%
Equity Long/Short 0.56% 1.28% 3.3% 1.9% -15.2%

*Estimates as of 07/24/09, 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 0.95 104.08% 0.02% 1.87 0.95 1.32

Eur. High Volatility: 11/1 1.87 108.24 0.04 3.89 1.85 2.63

Europe Crossover: 11/1 6.55 111.76 0.10 9.71 6.47 7.85

Asia ex-Japan IG: 11/1 1.42 109.26 0.04 3.84 1.42 2.35

Japan: 11/1 1.62 115.70 0.05 4.33 1.41 2.42

 Note: Data as of July 24

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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U.S. recession is the worst since 1940s
Incomes hold up, but downturn eats away at wealth like never before, signaling a long-term drag on spending

ECONOMY & POLITICS

Sources: Labor Department (payrolls); 
Commerce Department (all others)

The post-World War II recessions with the 
biggest declines in spending, payrolls, income 
and GDP. Data are from the month or quarter 
before the recession started to the month or 
quarter since it ended, except for the 
2007-09 recession. In some cases, total 
declines in gauges of economic activity are 
larger than shown, because the declines' 
start or end points don't match the start or 
end of the recession.
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By Justin Lahart

The final score cards aren’t in,
but the current recession will likely
rank as the worst since the end of
World War II.

Already it is the longest. The non-
profitNationalBureauofEconomicRe-
search, which determines when the
U.S.economyslipsintorecession,says
the downturn began in December
2007, 19 months ago. That makes it

longer than the wrenching, 16-month
recessionsof1973-1975and1981-1982.

The unemployment rate is ap-
proaching the peak seen in the
1981-1982 recession and the scope
of job losses is the worst since the
1948-1949 recession. The decline in
gross domestic product is the deep-
est since the 1957-1958 downturn
and Americans haven’t seen so
much of their wealth evaporate
since the Great Depression.

The NBER defines a recession as
“a significant declinein economic ac-
tivity spread across the economy,
lasting more than a few months.”
Among the gauges it watches are
GDP and employment, its most im-
portant measures, as well as income,
sales and industrial output. Even if
the recession is, as many economists
believe, at or near its end, it looks
more severe than its postwar prede-
cessors on many measures.

With a dwindling number of peo-
ple who remember the Great Depres-
sion, the 1981-1982 recession is many
Americans’ high-water mark for eco-
nomic pain. To tame rampant infla-
tion, the Federal Reserve pushed
short term interest rates above 20%,
slamming the brakes on the econ-

omy. Millions lost their jobs, pushing
the unemployment rate to 10.8%.

Last month, the unemployment
rate hit 9.5%. But most economists
forecast it will keep climbing even af-
ter the economy recovers because
firms will remain cautious about hir-
ing.Making matters worse, theecon-
omy needs to add some 100,000 jobs
a month to keep pace with popula-
tion growth.

While the unemployment isn’t
yet as high as the early ’80s, the job
losses associated with this recession
have already been deeper because it
started with a lower unemployment
rate than in the 1981-1982 downturn.
Last month, there were 6.7 million
fewerAmericans working than in De-
cember 2007, when employment
peaked—a 4.7% decline, compared
to 3.1% in 1981-1982.

“In terms of employment, we’re
now way past 1982 and we’re just
about to cross the worst postwar re-
cession, which was 1948,” says Stan-
ford University economist Bob Hall,
who heads the NBER’s recession-
dating group.

In 1948, the demand that built up
during World War II rationing pro-
grams had been sated. Companies,

left holding more inventory than
theycouldsell,throttledbackproduc-
tion and laid off workers. The reces-
sionthatbeganthat yearpushedpay-
rolls down by 5.2%. Jobs came back
quickly, however, after the excess in-
ventory was cleared away.

In contrast, the past two reces-
sions, in 1990-1991 and in 2001, saw
payrolls decline long after the econ-
omy began recovering. That lagging
drop is a shift in the way jobs re-
spond to downturns that econo-
mists worry will continue.

Recentdownturns have also been
less abrupt, in part because the man-
ufacturing sector, which responds to
trouble by slashing production, is no
longer as large a part of the econ-
omy. The declines in GDP—the value
of all goods and services produced—
associated with the 1990-1991 and
2001 recessions were slight.

That makes this recession’s de-
cline in GDP striking. Through the
firstquarter,GDPwasdown3.1%from
the peak it reached last year. The only
postwar recession more severe was
in 1958, when the U.S. was a manufac-
turing powerhouse. After consumer
spending cooled in response to Fed
rate increases, manufacturers ratch-

eted back, sending GDP down 3.7%.
But the Fed cut rates, and the econ-
omy recovered quickly, making the
downturn one of the briefest ever.

This downturn was set off by a
housing and credit collapse, making
Fed rate cuts less effective in spur-
ring growth. Economists believe Fri-
day’s GDP report will show the econ-
omy contracted again in the second
quarter and that, in combination
with downward government data re-
visions, could make this recession’s
GDP drop even larger than 1958’s.

The good news: This recession’s
drop in household income hasn’t
been nearly as severe as one of its
predecessors. That is partly because
many states have extended unem-
ployment benefits. It is also because
workers haven’t seen their earning
power eaten up by rising prices.

But this recession has eaten away
at Americans’ wealth like never be-
fore.Fallinghomepriceshavesentthe
equity the U.S. households have in
theirhomes—thatis,thevalueoftheir
homesminuswhattheyoweonthem—
down by $5.1 trillion, a 41% drop, and
trillions more in stock-market losses.
No other episode of wealth destruc-
tion since the 1930s comes close.
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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.

2.55% 13 World -a % % 197.97 0.27%–22.7% 4.43% 12 U.S. Select Dividend -b % % 558.87 0.38%–16.1%

2.21% 14 Global Dow 1161.60 0.24% –18.3% 1760.48 0.73% –25.9% 4.40% 16 Infrastructure 1282.60 –0.12% –14.3% 1744.96 0.37% –22.3%

3.37% 26 Stoxx 600 220.60 0.42% –20.9% 234.29 0.56% –28.5% 1.69% 7 Luxury 752.20 –0.34% –9.1% 910.04 0.15% –17.6%

3.53% 17 Stoxx Large 200 237.00 0.44% –21.3% 250.36 0.59% –28.9% 6.19% 5 BRIC 50 369.00 0.50% –11.0% 501.97 0.99% –19.3%

2.54% -17 Stoxx Mid 200 201.50 0.30% –18.3% 212.86 0.44% –26.2% 4.33% 11 Africa 50 717.30 0.32% –23.6% 649.68 0.81% –30.7%

2.74% -28 Stoxx Small 200 125.60 0.32% –18.8% 132.66 0.47% –26.6% 3.63% 6 GCC % % 1394.92 0.26% –51.0%

3.35% 19 Euro Stoxx 239.60 0.54% –23.1% 254.46 0.68% –30.5% 3.17% 13 Sustainability 730.50 0.42% –16.9% 879.80 0.88% –24.6%

3.51% 14 Euro Stoxx Large 200 255.70 0.53% –23.6% 269.93 0.68% –31.0% 2.41% 13 Islamic Market -a % % 1728.12 0.04% –19.6%

2.58% -12 Euro Stoxx Mid 200 222.90 0.45% –21.0% 235.16 0.59% –28.6% 2.70% 12 Islamic Market 100 1553.20 –0.13% –8.1% 1896.10 0.33% –16.7%

2.82% 16 Euro Stoxx Small 200 135.90 0.89% –19.5% 143.31 1.04% –27.3% 2.70% 12 Islamic Turkey -c % % % %

5.96% 8 Stoxx Select Dividend 30 1224.90 0.50% –25.9% 1490.72 0.64% –33.0% 2.04% 13 DJ U.S. TSM % % 10083.40 0.22% –20.1%

5.19% 9 Euro Stoxx Select Div 30 1436.90 1.10% –31.7% 1755.50 1.25% –38.3% % DJ-UBS Commodity 119.80 0.15% –33.2% 123.68 0.30% –39.6%

*Fundamentals are based on data in U.S. dollar. Footnotes: a-in US dollar. b-dividends reinvested. c-in local currency. Note: All data as of 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 1.2188 2.0104 1.1369 0.1640 0.0397 0.1964 0.0128 0.3197 1.7333 0.2328 1.1273 ...

 Canada 1.0812 1.7834 1.0085 0.1455 0.0352 0.1742 0.0113 0.2836 1.5376 0.2065 ... 0.8871

 Denmark 5.2351 8.6356 4.8835 0.7043 0.1704 0.8436 0.0549 1.3731 7.4451 ... 4.8422 4.2954

 Euro 0.7032 1.1599 0.6559 0.0946 0.0229 0.1133 0.0074 0.1844 ... 0.1343 0.6504 0.5769

 Israel 3.8125 6.2889 3.5564 0.5129 0.1241 0.6144 0.0400 ... 5.4219 0.7283 3.5263 3.1282

 Japan 95.3050 157.2104 88.9039 12.8225 3.1015 15.3582 ... 24.9980 135.5380 18.2050 88.1515 78.1978

 Norway 6.2055 10.2363 5.7887 0.8349 0.2019 ... 0.0651 1.6277 8.8252 1.1854 5.7397 5.0916

 Russia 30.7290 50.6890 28.6651 4.1343 ... 4.9519 0.3224 8.0601 43.7012 5.8698 28.4225 25.2131

 Sweden 7.4327 12.2605 6.9334 ... 0.2419 1.1978 0.0780 1.9495 10.5703 1.4198 6.8748 6.0985

 Switzerland 1.0720 1.7683 ... 0.1442 0.0349 0.1727 0.0112 0.2812 1.5245 0.2048 0.9915 0.8796

 U.K. 0.6062 ... 0.5655 0.0816 0.0197 0.0977 0.0064 0.1590 0.8621 0.1158 0.5607 0.4974

 U.S. ... 1.6496 0.9328 0.1345 0.0325 0.1611 0.0105 0.2623 1.4221 0.1910 0.9249 0.8205

Source: Thomson Reuters via WSJ Market Data Group

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

WSJ.com

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

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

Corn (cents/bu.) CBOT 333.75 6.50 1.99% 707.00 302.00
Soybeans (cents/bu.) CBOT 906.50 –8.50 –0.93% 1,557.50 670.00
Wheat (cents/bu.) CBOT 520.50 4.25 0.82 1,072.00 512.00
Live cattle (cents/lb.) CME 90.200 0.450 0.50 118.500 81.250
Cocoa ($/ton) ICE-US 2,870 –37 –1.27 3,237 1,950
Coffee (cents/lb.) ICE-US 124.45 0.50 0.40 183.30 109.00
Sugar (cents/lb.) ICE-US 18.45 0.02 0.11 18.57 11.05
Cotton (cents/lb.) ICE-US 59.53 –0.08 –0.13 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,098.00 –24 –1.13 2,685 1,965
Cocoa (pounds/ton) LIFFE 1,808 –33 –1.79 1,985 1,177
Robusta coffee ($/ton) LIFFE 1,475 1 0.07 2,324 1,250

Copper (cents/lb.) COMEX 254.50 2.30 0.91 375.35 129.55
Gold ($/troy oz.) COMEX 956.30 0.40 0.04 1,060.00 494.00
Silver (cents/troy oz.) COMEX 1399.00 11.50 0.83 2,009.00 886.00
Aluminum ($/ton) LME 1,846.00 35.00 1.93 2,986.00 1,288.00
Tin ($/ton) LME 14,775.00 75.00 0.51 22,595.00 9,750.00
Copper ($/ton) LME 5,620.00 70.00 1.26 8,070.00 2,815.00
Lead ($/ton) LME 1,799.00 42.00 2.39 2,225.00 870.00
Zinc ($/ton) LME 1,736.50 38.00 2.24 1,915.00 1,065.00
Nickel ($/ton) LME 16,950 325 1.95 21,195 9,000

Crude oil ($/bbl.) NYMEX 68.38 0.33 0.48 142.60 44.28
Heating oil ($/gal.) NYMEX 1.8212 0.0129 0.71 4.0400 1.2589
RBOB gasoline ($/gal.) NYMEX 1.9055 0.0175 0.93 3.0875 1.1450
Natural gas ($/mmBtu) NYMEX 3.768 –0.093 –2.41 12.059 3.366
Brent crude ($/bbl.) ICE-EU 70.81 0.49 0.70 134.00 44.13
Gas oil ($/ton) ICE-EU 581.25 6.50 1.13 1,086.00 411.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on July 27
Per In

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

Argentina peso-a 5.4166 0.1846 3.8088 0.2626

Brazil real 2.6863 0.3723 1.8889 0.5294

Canada dollar 1.5376 0.6504 1.0812 0.9249
1-mo. forward 1.5374 0.6505 1.0810 0.9250

3-mos. forward 1.5370 0.6506 1.0808 0.9253
6-mos. forward 1.5367 0.6507 1.0806 0.9254

Chile peso 769.88 0.001299 541.35 0.001847
Colombia peso 2811.24 0.0003557 1976.75 0.0005059

Ecuador US dollar-f 1.4221 0.7032 1 1
Mexico peso-a 18.7784 0.0533 13.2043 0.0757

Peru sol 4.2593 0.2348 2.9950 0.3339
Uruguay peso-e 32.880 0.0304 23.120 0.0433

U.S. dollar 1.4221 0.7032 1 1
Venezuela bolivar 3.05 0.327463 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7333 0.5769 1.2188 0.8205
China yuan 9.7148 0.1029 6.8311 0.1464

Hong Kong dollar 11.0218 0.0907 7.7501 0.1290
India rupee 68.4339 0.0146 48.1200 0.0208

Indonesia rupiah 14172 0.0000706 9965 0.0001004
Japan yen 135.54 0.007378 95.31 0.010493

1-mo. forward 135.50 0.007380 95.28 0.010496
3-mos. forward 135.41 0.007385 95.22 0.010502

6-mos. forward 135.23 0.007395 95.09 0.010516
Malaysia ringgit-c 5.0038 0.1998 3.5185 0.2842

New Zealand dollar 2.1687 0.4611 1.5250 0.6558
Pakistan rupee 117.896 0.0085 82.900 0.0121

Philippines peso 68.235 0.0147 47.980 0.0208
Singapore dollar 2.0488 0.4881 1.4407 0.6941

South Korea won 1767.59 0.0005657 1242.90 0.0008046
Taiwan dollar 46.746 0.02139 32.870 0.03042
Thailand baht 48.303 0.02070 33.965 0.02944

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

Euro zone euro 1 1 0.7032 1.4222

1-mo. forward 1.0000 1.0000 0.7031 1.4222

3-mos. forward 1.0000 1.0000 0.7032 1.4221

6-mos. forward 1.0001 0.9999 0.7032 1.4221

Czech Rep. koruna-b 25.516 0.0392 17.942 0.0557

Denmark krone 7.4451 0.1343 5.2351 0.1910

Hungary forint 268.03 0.003731 188.47 0.005306

Norway krone 8.8252 0.1133 6.2055 0.1611

Poland zloty 4.1801 0.2392 2.9393 0.3402

Russia ruble-d 43.701 0.02288 30.729 0.03254

Sweden krona 10.5703 0.0946 7.4327 0.1345

Switzerland franc 1.5245 0.6559 1.0720 0.9328

1-mo. forward 1.5240 0.6562 1.0716 0.9332

3-mos. forward 1.5230 0.6566 1.0709 0.9338

6-mos. forward 1.5205 0.6577 1.0692 0.9353

Turkey lira 2.1098 0.4740 1.4836 0.6741

U.K. pound 0.8621 1.1599 0.6062 1.6496

1-mo. forward 0.8622 1.1598 0.6063 1.6494

3-mos. forward 0.8623 1.1597 0.6063 1.6492

6-mos. forward 0.8624 1.1596 0.6064 1.6491

MIDDLE EAST/AFRICA
Bahrain dinar 0.5361 1.8653 0.3770 2.6527

Egypt pound-a 7.9100 0.1264 5.5620 0.1798

Israel shekel 5.4219 0.1844 3.8125 0.2623

Jordan dinar 1.0079 0.9921 0.7088 1.4109

Kuwait dinar 0.4084 2.4487 0.2872 3.4824

Lebanon pound 2135.36 0.0004683 1501.50 0.0006660

Saudi Arabia riyal 5.3333 0.1875 3.7502 0.2667

South Africa rand 11.0411 0.0906 7.7637 0.1288

United Arab dirham 5.2189 0.1916 3.6698 0.2725

SDR -f 0.9120 1.0965 0.6413 1.5594

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 600 220.59 0.92 0.42% 12.0% –20.9%

 14 DJ Stoxx 50 2262.41 14.26 0.63 9.5% –20.0%

 19 Euro Zone DJ Euro Stoxx 239.59 1.29 0.54 7.5% –23.1%

 16 DJ Euro Stoxx 50 2601.41 18.65 0.72 6.1% –21.5%

 9 Austria ATX 2242.97 40.97 1.86 28.1% –37.0%

 12 Belgium Bel-20 2136.92 1.49 0.07 12.0% –28.8%

 9 Czech Republic PX 993.0 12.6 1.29 15.7% –31.3%

 16 Denmark OMX Copenhagen 288.73 1.23 0.43 27.6% –23.2%

 13 Finland OMX Helsinki 5676.59 16.71 0.30 5.1% –32.3%

 12 France CAC-40 3372.36 5.91 0.18 4.8% –22.0%

 20 Germany DAX 5251.55 22.19 0.42 9.2% –17.3%

 … Hungary BUX 16871.62 270.39 1.63 37.8% –22.5%

 8 Ireland ISEQ 2770.67 –32.52 –1.16% 18.2% –40.0%

 10 Italy FTSE MIB 20346.10 184.92 0.92 4.6% –28.3%

 9 Netherlands AEX 278.14 1.99 0.72 13.1% –29.2%

 10 Norway All-Shares 349.82 3.92 1.13 29.5% –26.4%

 17 Poland WIG 34053.02 55.91 0.16 25.1% –16.7%

 14 Portugal PSI 20 7302.97 49.28 0.68 15.2% –14.0%

 … Russia RTSI 1037.61 24.99 2.47% 64.2% –46.2%

 9 Spain IBEX 35 10591.7 153.1 1.47 15.2% –7.8%

 15 Sweden OMX Stockholm 261.63 –4.77 –1.79% 28.1% –3.6%

 12 Switzerland SMI 5774.89 13.99 0.24 4.3% –17.1%

 9 Turkey ISE National 100 39840.52 445.14 1.13 48.3% 4.5%

 11 U.K. FTSE 100 4586.13 9.52 0.21 3.4% –13.7%

 21 ASIA-PACIFIC DJ Asia-Pacific 111.33 0.96 0.87 19.0% –18.7%

 … Australia SPX/ASX 200 4139.6 49.8 1.22 11.2% –15.9%

 … China CBN 600 29404.38 612.76 2.13 99.1% 23.1%

 17 Hong Kong Hang Seng 20251.62 268.83 1.35 40.8% –10.7%

 18 India Sensex 15375.04 –3.92 –0.03 59.4% 7.1%

 … Japan Nikkei Stock Average 10088.66 144.11 1.45 13.9% –24.5%

 … Singapore Straits Times 2576.66 43.23 1.71 46.3% –11.5%

 11 South Korea Kospi 1524.05 21.46 1.43 35.5% –4.6%

 15 AMERICAS DJ Americas 257.03 –0.39 –0.15 13.7% –21.5%

 … Brazil Bovespa 54535.86 78.57 0.14 45.2% –5.1%

 18 Mexico IPC 26790.03 143.66 0.54 19.7% 0.1%

*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 27, 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* 261.50 0.26% 14.9% –26.4%

3.00% 17 World (Developed Markets) 1,027.49 0.27% 11.7% –26.7%

2.70% 18 World ex-EMU 120.64 0.40% 12.1% –25.4%

2.80% 19 World ex-UK 1,025.36 0.34% 11.0% –26.0%

3.80% 16 EAFE 1,387.30 0.11% 12.1% –29.5%

2.90% 14 Emerging Markets (EM) 823.71 0.20% 45.3% –24.2%

4.40% 11 EUROPE 76.58 –0.04% 10.3% –24.3%

4.60% 12 EMU 155.23 –0.41% 9.3% –33.4%

4.10% 13 Europe ex-UK 83.78 –0.07% 8.0% –23.9%

5.50% 9 Europe Value 85.84 0.10% 10.7% –25.0%

3.30% 15 Europe Growth 66.41 –0.19% 9.9% –23.7%

3.50% 12 Europe Small Cap 131.66 0.15% 30.4% –24.9%

2.70% 7 EM Europe 219.65 0.41% 38.3% –46.4%

5.00% 8 UK 1,360.30 0.39% 3.5% –18.3%

3.10% 13 Nordic Countries 119.94 –0.09% 22.3% –27.1%

2.00% 6 Russia 581.45 –1.08% 41.1% –59.8%

4.20% 10 South Africa 640.24 –0.24% 10.6% –10.6%

3.40% 17 AC ASIA PACIFIC EX-JAPAN 348.82 0.56% 41.0% –18.9%

1.70%-117 Japan 568.52 1.32% 7.3% –31.9%

2.40% 16 China 59.70 1.27% 46.4% –3.8%

1.10% 18 India 609.52 0.99% 65.1% 11.9%

1.30% 20 Korea 419.67 0.36% 36.7% –8.4%

4.40% 29 Taiwan 254.39 –0.10% 46.7% –13.4%

2.20% 22 US BROAD MARKET 1,081.82 0.40% 10.1% –23.2%

1.60% -40 US Small Cap 1,431.10 0.56% 14.8% –20.9%

3.50% 13 EM LATIN AMERICA 3,197.47 –0.52% 53.9% –32.7%

*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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Obama calls for cooperation
with China in global crisis

Ghana signs agreement
to develop major oil field

Vote strengthens Kurd opposition

U.S., Israel split on Iran
Point of contention
is nuclear program;
diplomacy vs. strikes

By Will Connors

LAGOS, Nigeria—Ghana, riding
high from President Obama’s visit
earlier this month, quietly signed a
long-awaited development plan for
one of the biggest oil discoveries in
West Africa in the past decade.

The agreement—reached July 15
with a group of international oil
companies after months of negotia-
tions—brings Ghana much closer to
its stated goal of producing oil by
the second half of 2010.

Celebrated for its democratic
rule and stability on a continent
more often associated with coups
d’état and violence, Ghana is trying
to figure out how to handle the oil
discovery responsibly and avoid the
problems that have beset other oil-
rich African nations.

In 2007, a joint venture backed
partly by two American oil compa-
nies discovered significant oil de-
posits off the coast of southwestern
Ghana. The Jubilee Field, the most
promising find, is estimated to hold
at least 650 million barrels of recov-
erable oil, with estimates going as
high as two billion barrels of oil.

The field is controlled by a part-
nership between London-based
Tullow Oil PLC; Dallas-based Kos-
mos Energy, which is backed by U.S.
private-equity firms Blackstone and
Warburg Pincus; Houston-based An-
adarko Petroleum Corp.; as well as
the Ghanaian government. The oper-
ators expect Jubilee to produce
about 120,000 barrels a day by the
second half of next year.

While this isn’t close to the
amount being produced in the
larger oil players in Africa—namely
Nigeria and Angola—oil production
could bring Ghana $1 billion a year
in revenue by the end of next year,
the IMF estimates.

Ghanaian officials are aware of the
burden that oil and natural-gas riches
have brought to countries like Nige-
ria, and they are carefully negotiating
their position with the oil companies.
During an industry conference last
year in Accra, Ghana’s capital, Nige-
rian oil and natural-gas professionals
were invited to speak about what
their country had done wrong.

Nigeria has squandered hun-
dreds of billions of dollars in oil reve-

nue over the past four decades due
largely to corrupt government offi-
cials. It also faces a violent militant
campaign that has led to hundreds
of foreigners and locals being kid-
napped and pipeline attacks that
regularly shut down the flow of oil.

That Ghana has held five consecu-
tive democratic elections—the last
one in December—and is mostly
peaceful has inspired confidence
among many analysts that the coun-
try will better handle its oil and gas
resources than Nigeria or Angola
and Equatorial Guinea.

Ghana has a more diverse reve-
nue stream than Nigerian and Equa-
torial Guinea: It is the world’s sec-
ond-largest cocoa producer after
neighboring Ivory Coast and Afri-
ca’s second-largest gold producer af-
ter South Africa.

But its per capita income is still
among the lowest in the world, 30%
of the population lives on less than
$1.25 a day, and inflation increased
to 20% earlier this year after food
and fuel prices spiked.

A $600 million financing pro-
gram from the IMF was approved
July 16, and is meant to help Ghana
bolster its economy, which is ex-
pected to grow by 4.5% this year, be-
fore oil production begins. The IMF
predicts Ghana’s growth could rise
as high as 24% when oil starts to flow.

While the country has weathered
the global slump relatively well, it
faces a ballooning budget deficit
and growing trade imbalances. Pres-
ident John Atta-Mills aims to bring
the budget deficit down to 9.4% of
gross domestic product this year
from 14.9% at the end of 2008.

The development agreement be-
tween Ghana and the oil companies
paves the way for concrete steps to
be taken on the production of the Ju-
bilee Field. The next expected move
will be the sale of Kosmos’s stake in
the field, expected to sell for any-
where from $3 billion to $6 billion,
according to industry officials.

Some international oil compa-
nies have expressed interest in the
Kosmos stake. Ghana’s state oil
block, the Ghana National Petro-
leum Corp., or GNPC, also said it is
considering buying the Kosmos
stake. GNPC recently hired Morgan
Stanley as financial advisers.

ECONOMY & POLITICS

U.S. Defense Secretary Robert Gates, left, met Monday with Israeli Defense Minister Ehud Barak; the photo is an Israeli handout.

By Charles Levinson

BAGHDAD—Kurdish opposition
parties have taken nearly one-third
of the vote in regional elections, ac-
cording to preliminary tallies,
threatening to fracture a Kurdish po-
litical front whose unity has helped
Kurds accumulate power in the six
years since the U.S. invasion of Iraq.

Two parties have dominated Kur-
dish politics since 1975: the Kurdish
Democratic Party, headed by Ma-
soud Barzani, president of the semi-
autonomous Kurdish region, and
the Patriotic Union of Kurdistan, led
by Jalal Talabani, president of Iraq.

After a six-year civil war in the
1990s, the two settled on a power-
sharing agreement that has held
ever since. The two parties compete

in elections on a joint list, splitting
seats in the regional government’s
parliament 50-50. Mr. Barzani’s KDP
has taken the top leadership posts in
the Kurdish region, while Mr. Tala-
bani’s PUK has assumed senior posts
allocated to the Kurds in Iraq’s cen-
tral government in Baghdad.

Even as Iraq’s other sectarian po-
litical alliances split apart, the
Kurds stuck together, one reason
they have gained significant politi-
cal clout in Iraqi politics since 2003.

But the surprisingly strong show-
ing in Saturday’s vote by the Change
Party, led by former members of Mr.
Talabani’s PUK, could put a fissure in
Kurdish ranks. The PUK appears to
have lost around half its support to the
Change Party, while Mr. Barzani’s KDP
mostly maintained its support levels.

Preliminary results are based on the
parties’ own tallies. Official results
will be announced later this week.

The KDP is unlikely to agree to
the same generous power-sharing
terms now that the PUK has been sig-
nificantly weakened, Kurdish politi-
cians and analysts fear. That puts
the alliance in jeopardy. Safeen Diza-
yee, a senior member of Mr. Barza-
ni’s KDP, said his party would abide
by the alliance’s terms.

For the Kurds, the cracks in their
coalition come at a critical juncture.
Tensions between Arabs and Kurds in
Iraq over disputed land are heating
up. Iraq also is gearing up for national
elections at the end of the year. By
then the Change Party will have had
time to build up and is expected to be
an even more potent force.

By Henry J. Pulizzi

WASHINGTON—U.S. President
Barack Obama called for deeper U.S.
engagement with China, saying
both countries can benefit by coordi-
nating their responses to the eco-
nomic crisis and working together
to address climate change.

In remarks prepared for delivery
Monday at the start of the
U.S.-China Strategic and Economic
Dialogue, Mr. Obama said the link be-
tween Washington and Beijing will
shape the 21st century, making it as
important as any bilateral relation-
ship in the world. “That is the re-
sponsibility we bear,” he said.

The two-day meeting in Washing-
ton focuses on a host of thorny is-
sues, from the financial meltdown
to North Korea’s and Iran’s nuclear
ambitions. U.S. Secretary of State

Hillary Clinton and U.S. Treasury
Secretary Tim Geithner are heading
the U.S. side. State Councilor Dai
Bingguo and Vice Premier Wang Qis-
han are representing China.

“The United States and China
share mutual interests,” Mr. Obama
said. “If we advance those interests
through cooperation, our people
will benefit, and the world will be
better off—because our ability to
partner with each other is a prereq-
uisite for progress on many of the
most pressing global challenges.”

Mr. Geithner said that the suc-
cessful efforts of the two economic
superpowers to move quickly to
deal with the downturns with mas-
sive stimulus programs marked a
historic turning point in the relation-
ship of the two nations.
 —The Associated Press

contributed to this article.

By Yochi J. Dreazen

JERUSALEM—A simmering dis-
pute between the U.S. and Israel
over Iran’s nuclear program burst
into the open on Monday, as U.S. De-
fense Secretary Robert Gates, on a
visit to Israel, called for continued
diplomatic engagement with Teh-
ran, while Israeli officials repeatedly
warned of a possible military strike
against Iran’s nuclear facilities.

Iran’s apparent pursuit of a nu-
clear weapon is emerging as a major
source of tension between Washing-
ton and Jerusalem, which are al-
ready feuding over U.S. President
Barack Obama’s call for a complete
freeze on Israeli settlements in East
Jerusalem and the West Bank.

Several senior U.S. officials are vis-
iting Israel this week to push Prime
Minister Benjamin Netanyahu’s gov-
ernment to halt Israeli settlement ac-
tivity, a step he has so far refused to
take. The Obama administration’s
Mideast envoy, George Mitchell, is al-
ready in the region, while National Se-
curity Adviser James Jones and White
House Mideast adviser Dennis Ross

are slated to arrive in coming days.
Israeli officials plan to use the

meetings to underscore Jerusalem’s
growing unease about the Obama ad-
ministration’s diplomatic outreach to
Iran. Israeli officials believe Iran may
be less than a year away from enrich-
ing enough uranium to build a nuclear
weapon, a move Mr. Netanyahu’s gov-
ernment sees as an existential threat
to the future of the Jewish state.

In a joint news conference with
Mr. Gates, Israeli Defense Minister
Ehud Barak emphasized that Israel
believed “no option should be re-
moved from the table” when it came
to Iran, a clear allusion to a possible
military strike against Iran’s nu-
clear facilities.

After a later meeting with Mr.
Gates, Mr. Netanyahu said he told
the American defense chief of “the
seriousness to which Israel views
Iran’s nuclear ambitions and the
need to utilize all available means to
prevent Iran from achieving a nu-
clear-weapons capability.”

Mr. Gates, on his first visit to Is-
rael in more than two years, said
Washington shared Jerusalem’s
deep concern about the Iranian nu-
clear program. He said that the
Obama administration’s diplomatic
outreach to Iran was “not an open-
ended offer” and that the U.S. wanted
a clear response from Tehran by the
time the United Nations General As-

sembly convenes in late September.
“We’re very mindful of the possi-

bility that the Iranians would simply
try to run out the clock,” he said.

During a later stop in the Jorda-
nian capital of Amman, Mr. Gates
said Israeli officials told him they
were willing to give the administra-
tion’s diplomatic overtures more
time to work before deciding
whether to use force against Iran.

“I have the sense that as long as
the process isn’t completely open-
ended that the Israelis are prepared
to let it go forward,” he said.

Israeli officials made clear they
were unhappy with the administra-
tion’s outreach to Tehran and that
they wanted tougher measures. In
his appearance with Mr. Gates, Mr.
Barak said any negotiations with
Iran should be “short in time and
well-defined in objectives.”

If the talks don’t show quick
signs of progress, the Israeli defense
minister said Israel would push the
U.N. to impose binding “Chapter 7”
sanctions on Iran, a step the world
body has so far refused to take.

Mr. Gates indicated the Obama ad-
ministration would support stronger
measures against Iran if progress
isn’t made. He declined to say
whether the administration had be-
gun crafting specific sanctions or can-
vassing American allies at the U.N. to
drum up support for such measures.

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

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

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 07/24 USD 307.22 25.1 0.0 1.2
Sel Emerg Mkt Equity GL EQ GGY 07/24 USD 180.91 38.1 –22.2 –16.3
Sel Euro Equity EUR US EQ GGY 07/23 EUR 84.56 11.4 –26.3 –28.5
Sel European Equity EU EQ GGY 07/24 USD 159.21 15.8 –32.2 –26.5
Sel Glob Equity GL EQ GGY 07/24 USD 168.60 17.4 –26.0 –24.1
Sel Glob Fxd Inc GL BD GGY 07/24 USD 133.48 3.5 –8.7 –2.8
Sel Pacific Equity AS EQ GGY 07/24 USD 121.66 34.6 –22.0 –15.7
Sel US Equity US EQ GGY 07/24 USD 111.29 10.5 –23.2 –20.1
Sel US Sm Cap Eq US EQ GGY 07/24 USD 151.97 16.2 –25.1 –23.4

n SEB Sicav 2
Nordic Small Cap -C- OT OT LUX 07/27 EUR 104.73 NS NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 07/24 EUR 23.66 –9.8 –52.4 –48.1
MP-TURKEY.SI OT OT SVN 07/24 EUR 27.74 42.0 –20.0 –29.2

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq EU EQ LVA 07/24 EUR 2.96 41.0 –61.7 –46.5
Parex Eastern Europ Bd EU BD LVA 07/24 USD 12.71 45.8 –10.4 –3.2
Parex Russian Eq EE EQ LVA 07/24 USD 15.03 73.6 –46.2 –25.0

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 07/27 USD 152.26 37.3 –17.6 –15.7
PF (LUX)-Asian Eq-Pca AS EQ LUX 07/27 USD 145.44 36.6 –18.3 –16.4
PF (LUX)-Biotech-Pca OT EQ LUX 07/24 USD 286.99 0.7 –21.4 –2.5
PF (LUX)-CHF Liq-Pca CH MM LUX 07/24 CHF 124.18 0.2 0.6 1.3
PF (LUX)-CHF Liq-Pdi CH MM LUX 07/24 CHF 93.74 0.2 0.6 1.3
PF (LUX)-Digital Comm-Pca OT EQ LUX 07/24 USD 101.92 25.3 –5.4 –9.7
PF (LUX)-East Eu-Pca EU EQ LUX 07/24 EUR 234.64 75.7 –37.3 –30.9
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 07/27 USD 134.53 44.4 –25.1 –17.7
PF (LUX)-Emg Mkts-Pca GL EQ LUX 07/27 USD 439.57 44.5 –25.7 –17.5
PF (LUX)-Eu Indx-Pca EU EQ LUX 07/24 EUR 87.31 14.2 –19.3 –22.3
PF (LUX)-EUR Bds-Pca EU BD LUX 07/24 EUR 374.77 0.4 5.7 1.9
PF (LUX)-EUR Bds-Pdi EU BD LUX 07/24 EUR 285.20 0.4 5.7 1.9
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 07/24 EUR 140.21 12.3 9.0 3.3
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 07/24 EUR 98.57 12.3 9.0 3.3
PF (LUX)-EUR HiYld-Pca EU BD LUX 07/24 EUR 123.21 36.6 –5.7 –8.5
PF (LUX)-EUR HiYld-Pdi EU BD LUX 07/24 EUR 71.43 36.6 –5.7 –8.6
PF (LUX)-EUR Liq-Pca EU MM LUX 07/24 EUR 135.74 0.8 2.2 2.9
PF (LUX)-EUR Liq-Pdi EU MM LUX 07/24 EUR 97.82 0.8 2.2 2.9
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 07/24 EUR 102.36 0.5 1.9 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 07/24 EUR 101.00 0.5 1.9 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 07/24 EUR 351.83 15.0 –22.4 –27.6
PF (LUX)-EuSust Eq-Pca EU EQ LUX 07/24 EUR 114.81 13.5 –18.9 –25.1
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 07/24 USD 222.13 17.3 11.2 7.7
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 07/24 USD 151.11 17.3 11.2 7.7
PF (LUX)-Gr China-Pca AS EQ LUX 07/27 USD 318.32 49.6 –4.6 –7.3
PF (LUX)-Indian Eq-Pca EA EQ LUX 07/27 USD 305.85 59.6 –6.7 –9.9
PF (LUX)-Jap Index-Pca JP EQ LUX 07/27 JPY 8908.07 9.4 –28.7 –25.9
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 07/27 JPY 7759.63 6.3 –33.5 –30.7
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 07/27 JPY 7546.87 5.9 –34.0 –31.2
PF (LUX)-JpEq130/30-Pca JP EQ LUX 07/27 JPY 4373.14 11.4 –27.7 –26.2
PF (LUX)-Pacif Idx-Pca AS EQ LUX 07/27 USD 221.03 39.6 –18.6 –12.0
PF (LUX)-Piclife-Pca CH BA LUX 07/24 CHF 742.77 7.7 –4.2 –8.2
PF (LUX)-PremBrnds-Pca OT EQ LUX 07/24 EUR 53.37 20.9 –9.6 –21.3
PF (LUX)-Rus Eq-Pca OT OT LUX 07/24 USD 44.45 94.6 –47.2 NS
PF (LUX)-Security-Pca GL EQ LUX 07/24 USD 87.35 22.3 –6.5 –13.7
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 07/24 EUR 387.04 18.6 –23.2 –27.0
PF (LUX)-US Eq-Ica US EQ LUX 07/24 USD 90.12 10.4 –22.5 –16.2
PF (LUX)-USA Index-Pca US EQ LUX 07/24 USD 79.22 9.3 –20.5 –18.3
PF (LUX)-USD Gov Bds-Pca US BD LUX 07/24 USD 502.88 –5.2 5.1 6.2
PF (LUX)-USD Gov Bds-Pdi US BD LUX 07/24 USD 369.00 –5.2 5.1 6.2
PF (LUX)-USD Liq-Pca US MM LUX 07/24 USD 130.89 0.5 1.3 2.3
PF (LUX)-USD Liq-Pdi US MM LUX 07/24 USD 85.46 0.5 1.3 2.3
PF (LUX)-USD Sov Liq-Pca OT OT LUX 07/24 USD 101.56 0.3 1.4 NS

PF (LUX)-USD Sov Liq-Pdi OT OT LUX 07/24 USD 100.85 0.3 1.4 NS
PF (LUX)-Water-Pca GL EQ LUX 07/24 EUR 111.43 8.2 –14.2 –16.8
PF (LUX)-WldGovBds-Pca GL BD LUX 07/27 USD 160.95 –2.4 5.4 8.3
PF (LUX)-WldGovBds-Pdi GL BD LUX 07/27 USD 133.22 –2.4 5.4 8.3
PTF (LUX)-MidEast&NorAfr-Pca OT OT LUX 07/23 USD 45.27 9.1 –53.3 NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 07/24 USD 11.32 44.4 –7.1 –14.4
Japan Fund USD JP EQ IRL 07/27 USD 15.86 8.0 2.1 –7.1
Polar Healthcare Class I USD OT OT IRL 07/24 USD 11.34 NS NS NS
Polar Healthcare Class R USD OT OT IRL 07/24 USD 11.34 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 07/22 USD 97.52 69.0 –14.6 –8.7

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 07/24 EUR 604.90 7.4 –22.8 NS
Core Eurozone Eq B EU EQ IRL 07/24 EUR 719.91 9.5 –20.4 NS
Euro Fixed Income A EU BD IRL 07/24 EUR 1166.82 3.1 –2.5 –3.8
Euro Fixed Income B EU BD IRL 07/24 EUR 1242.41 3.4 –1.9 –3.3
Euro Small Cap A EU EQ IRL 07/24 EUR 1010.47 19.2 –25.8 –31.7
Euro Small Cap B EU EQ IRL 07/24 EUR 1079.58 19.6 –25.3 –31.3
Eurozone Agg Eq A EU EQ IRL 07/24 EUR 558.94 12.5 –23.2 –26.6
Eurozone Agg Eq B EU EQ IRL 07/24 EUR 801.16 12.9 –22.7 –26.1
Glbl Bd (EuroHdg) A GL BD IRL 07/24 EUR 1295.35 8.2 3.0 0.8
Glbl Bd (EuroHdg) B GL BD IRL 07/24 EUR 1371.32 8.6 3.7 1.4
Glbl Bd A EU BD IRL 07/24 EUR 1041.03 6.2 10.0 0.9
Glbl Bd B EU BD IRL 07/24 EUR 1105.34 6.5 10.6 1.5
Glbl Real Estate A OT EQ IRL 07/24 USD 728.65 9.3 –35.9 –26.8
Glbl Real Estate B OT EQ IRL 07/24 USD 749.22 9.7 –35.5 –26.3
Glbl Real Estate EH-A OT EQ IRL 07/24 EUR 665.87 6.1 –35.2 –27.8
Glbl Real Estate SH-B OT EQ IRL 07/24 GBP 62.34 5.1 –35.9 –27.5
Glbl Strategic Yield A EU BD IRL 07/24 EUR 1385.70 22.6 –4.8 –3.3
Glbl Strategic Yield B EU BD IRL 07/24 EUR 1479.06 23.0 –4.2 –2.8
Japan Equity A JP EQ IRL 07/24 JPY 11796.00 14.1 –28.7 –27.7
Japan Equity B JP EQ IRL 07/24 JPY 12540.00 14.5 –28.3 –27.3
PacBasn (Ex-Jap) Eq A AS EQ IRL 07/24 USD 1891.73 47.1 –14.2 –14.7
PacBasn (Ex-Jap) Eq B AS EQ IRL 07/24 USD 2013.56 47.6 –13.7 –14.2
Pan European Eq A EU EQ IRL 07/24 EUR 821.95 14.4 –22.2 –25.3
Pan European Eq B EU EQ IRL 07/24 EUR 873.91 14.8 –21.8 –24.9
US Equity A US EQ IRL 07/24 USD 763.59 14.1 –22.0 –18.3
US Equity B US EQ IRL 07/24 USD 815.41 14.5 –21.5 –17.8
US Small Cap A US EQ IRL 07/24 USD 1124.69 11.8 –24.2 –20.5
US Small Cap B US EQ IRL 07/24 USD 1201.76 12.2 –23.7 –20.1

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 07/27 EUR 13.50 –4.5 15.3 11.1
Asset Sele C H-CHF OT OT LUX 07/27 CHF 93.82 NS NS NS
Asset Sele C H-GBP OT OT LUX 07/27 GBP 94.49 NS NS NS
Asset Sele C H-JPY OT OT LUX 07/27 JPY 9414.32 NS NS NS
Asset Sele C H-NOK OT OT LUX 07/27 NOK 108.17 –3.9 NS NS
Asset Sele C H-SEK OT OT LUX 07/27 SEK 135.46 –5.0 16.2 11.4
Asset Sele C H-USD OT OT LUX 07/27 USD 94.53 NS NS NS
Asset Sele D H-SEK OT OT LUX 07/27 SEK 127.13 –5.0 NS NS
Choice Global Value -C- GL EQ LUX 07/27 SEK 67.33 11.9 –25.0 –27.3
Choice Global Value -D- OT OT LUX 07/27 SEK 64.51 11.9 –25.0 NS
Choice Global Value -I- OT OT LUX 07/27 EUR 5.68 16.7 –32.0 –31.4
Choice Japan Fd -C- OT OT LUX 07/27 JPY 48.66 8.2 –28.7 –27.6
Choice Japan Fd -D- OT OT LUX 07/27 JPY 43.75 8.2 –28.7 –27.6
Choice Jpn Chance/Risk JP EQ LUX 07/27 JPY 50.81 13.4 –33.7 –29.7
Choice NthAmChance/Risk US EQ LUX 07/27 USD 3.46 23.6 –26.9 –17.1
Ethical Europe Fd OT OT LUX 07/27 EUR 1.70 13.6 –25.6 –27.4
Europe 1 Fd OT OT LUX 07/27 EUR 2.44 16.8 –24.6 –27.3
Europe 3 Fd EU EQ LUX 07/27 EUR 3.50 14.7 –25.7 –27.8
Global Chance/Risk Fd GL EQ LUX 07/27 EUR 0.52 11.4 –19.1 –22.0
Global Fd -C- OT OT LUX 07/27 USD 1.87 12.1 –27.5 –20.5
Global Fd -D- OT OT LUX 07/27 USD 1.17 12.1 NS NS
Nordic Fd OT OT LUX 07/27 EUR 4.86 23.8 –10.7 –15.6

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 07/27 USD 6.51 43.8 –10.3 –11.7
Choice Asia ex. Japan -D- OT OT LUX 07/27 USD 1.15 43.8 NS NS
Currency Alpha EUR -IC- OT OT LUX 07/27 EUR 10.54 –3.4 –1.1 1.5
Currency Alpha EUR -RC- OT OT LUX 07/27 EUR 10.46 –3.7 –1.5 1.0

Currency Alpha SEK -ID- OT OT LUX 07/27 SEK 98.05 –7.2 –5.1 NS
Currency Alpha SEK -RC- OT OT LUX 07/27 SEK 110.28 –3.7 –1.5 1.0
Generation Fd 80 OT OT LUX 07/27 SEK 7.18 12.5 –9.2 NS
Nordic Focus EUR NO EQ LUX 07/27 EUR 65.95 32.2 –17.8 NS
Nordic Focus NOK NO EQ LUX 07/27 NOK 72.37 32.2 –17.8 NS
Nordic Focus SEK NO EQ LUX 07/27 SEK 74.03 32.2 –17.8 NS
Russia Fd OT OT LUX 07/27 EUR 6.35 90.3 –35.0 –23.6

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 07/27 USD 1.59 14.1 –21.7 –18.8
Ethical Glbl Fd -D- OT OT LUX 07/27 USD 0.70 17.8 –23.1 –19.5
Ethical Sweden Fd NO EQ LUX 07/27 SEK 36.46 32.2 1.4 –12.2
Index Linked Bd Fd SEK OT BD LUX 07/27 SEK 12.80 0.5 2.9 4.3
Medical Fd OT EQ LUX 07/27 USD 2.92 1.9 –17.6 –10.2
Short Medium Bd Fd SEK NO MM LUX 07/27 SEK 8.80 1.1 2.0 2.8
Technology Fd -C- OT OT LUX 07/27 USD 0.18 NS NS NS
Technology Fd -D- OT OT LUX 07/27 USD 2.17 39.5 –9.1 –10.3
World Fd -C- OT OT LUX 07/27 USD 25.21 NS NS NS
World Fd -D- OT OT LUX 07/27 USD 1.91 19.3 –19.3 –14.1

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 07/27 EUR 1.27 0.1 0.4 1.4
Short Bond Fd EUR -D- OT OT LUX 07/27 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 07/27 SEK 21.91 1.6 2.2 2.9
Short Bond Fd USD US MM LUX 07/27 USD 2.49 –0.2 0.5 1.7

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 07/27 SEK 10.14 0.8 –0.5 0.3
Alpha Bond Fd SEK -B- NO BD LUX 07/27 SEK 8.78 0.8 –0.5 0.3
Alpha Bond Fd SEK -C- NO BD LUX 07/27 SEK 25.39 0.7 –0.6 0.1
Alpha Bond Fd SEK -D- NO BD LUX 07/27 SEK 7.91 0.7 –0.6 0.1
Alpha Short Bd SEK -A- NO MM LUX 07/27 SEK 11.06 2.4 2.9 3.3
Alpha Short Bd SEK -B- NO MM LUX 07/27 SEK 10.12 2.4 2.9 3.3
Alpha Short Bd SEK -C- NO MM LUX 07/27 SEK 21.64 2.3 2.8 3.2
Alpha Short Bd SEK -D- NO MM LUX 07/27 SEK 8.19 2.3 2.8 3.2
Bond Fd SEK -C- NO BD LUX 07/27 SEK 42.16 1.5 11.2 6.3
Bond Fd SEK -D- NO BD LUX 07/27 SEK 12.24 1.5 11.3 5.8
Corp. Bond Fd EUR -C- EU BD LUX 07/27 EUR 1.19 9.1 2.9 0.3
Corp. Bond Fd EUR -D- EU BD LUX 07/27 EUR 0.91 9.2 3.0 0.1
Corp. Bond Fd SEK -C- NO BD LUX 07/27 SEK 11.71 9.0 –1.5 –1.2
Corp. Bond Fd SEK -D- NO BD LUX 07/27 SEK 8.86 9.0 –1.5 –1.1
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 07/27 EUR 102.06 –1.7 5.6 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 07/27 EUR 106.47 2.8 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 07/27 SEK 1122.16 2.8 10.2 NS
Flexible Bond Fd -C- NO BD LUX 07/27 SEK 21.33 2.3 6.4 4.6
Flexible Bond Fd -D- NO BD LUX 07/27 SEK 11.67 2.3 6.4 4.6

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 07/27 USD 2.23 44.7 –17.6 –10.9
Eastern Europe Fd OT OT LUX 07/27 EUR 2.06 24.0 –30.5 –24.7

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 07/27 SEK 27.39 63.2 10.5 –15.4
Eastern Europe SmCap Fd OT OT LUX 07/27 EUR 1.91 50.5 –32.8 –30.3
Europe Chance/Risk Fd EU EQ LUX 07/27 EUR 895.80 17.5 –27.6 –29.5
Listed Private Equity -C- OT OT LUX 07/27 EUR 102.53 24.5 NS NS
Listed Private Equity -IC- OT OT LUX 07/27 EUR 57.97 40.3 NS NS
Listed Private Equity -ID- OT OT LUX 07/27 EUR 56.30 36.5 NS NS
Nordic Small Cap -IC- OT OT LUX 07/27 EUR 104.80 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 07/27 SEK 77.38 –3.4 –23.1 –15.7
Asset Sele Defensive Acc EUR -C- OT OT LUX 07/27 EUR 98.87 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 07/27 SEK 98.95 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 07/27 USD 100.14 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 07/27 SEK 70.69 –3.4 –23.2 –17.0
Asset Sele Opp C H NOK OT OT LUX 07/27 NOK 97.63 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 07/27 SEK 96.74 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 07/27 EUR 97.43 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 07/27 GBP 97.31 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 07/27 SEK 97.45 NS NS NS
Asset Sele Original C EUR OT OT LUX 07/27 EUR 99.25 NS NS NS
Asset Sele Original D GBP OT OT LUX 07/27 GBP 99.33 NS NS NS
Asset Sele Original ID GBP OT OT LUX 07/27 GBP 99.22 NS NS NS

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 07/16 USD 945.15 0.5 –45.7 –17.1
MENA Special Sits Fund OT OT BMU 06/30 USD 1028.16 5.9 NS NS

UAE Blue Chip Fund OT OT ARE 07/16 AED 5.24 14.2 –57.1 –24.1

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 07/23 EUR 28.81 1.6 –5.0 0.6
Bonds Eur Corp A OT OT LUX 07/23 EUR 22.26 7.3 5.7 0.4
Bonds Eur Hi Yld A OT OT LUX 07/23 EUR 18.07 35.9 –4.7 –8.8
Bonds EURO A OT OT LUX 07/23 EUR 40.19 1.8 10.3 5.1
Bonds Europe A OT OT LUX 07/23 EUR 38.41 1.4 9.4 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 07/24 USD 34.85 10.5 11.2 8.0
Bonds World A OT OT LUX 07/24 USD 40.78 2.4 5.1 8.2
Eq. China A OT OT LUX 07/24 USD 21.99 47.1 –3.3 –12.3
Eq. ConcentratedEuropeA OT OT LUX 07/24 EUR 23.54 14.3 –24.6 –26.5
Eq. Eastern Europe A OT OT LUX 07/24 EUR 18.08 36.8 –45.2 –35.2
Eq. Equities Global Energy OT OT LUX 07/24 USD 16.13 13.1 –32.9 –17.5
Eq. Euroland A OT OT LUX 07/24 EUR 9.44 3.0 –27.5 –28.0
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 07/23 EUR 15.69 14.2 –23.8 –22.3
Eq. EurolandFinancialA OT OT LUX 07/23 EUR 9.99 18.6 –29.8 –30.7
Eq. Glbl Emg Cty A OT OT LUX 07/24 USD 8.46 41.5 –23.9 –17.2
Eq. Global A OT OT LUX 07/24 USD 24.11 14.6 –21.7 –22.0
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 07/24 USD 25.74 23.1 –7.0 –2.6
Eq. Japan Sm Cap A OT OT LUX 07/24 JPY 1091.36 20.5 –16.8 –27.5
Eq. Japan Target A OT OT LUX 07/27 JPY 1782.33 13.9 –7.6 –13.5
Eq. Pacific A OT OT LUX 07/24 USD 8.68 35.9 –19.3 –17.5
Eq. US ConcenCore A OT OT LUX 07/23 USD 19.65 21.0 –14.3 –13.6
Eq. US Lg Cap Gr A OT OT LUX 07/23 USD 13.39 24.2 –28.0 –18.3
Eq. US Mid Cap A OT OT LUX 07/23 USD 25.33 26.4 –24.4 –16.5
Eq. US Multi Strg A OT OT LUX 07/23 USD 18.73 17.3 –27.8 –21.6
Eq. US Rel Val A OT OT LUX 07/23 USD 18.03 16.1 –27.9 –25.5
Eq. US Sm Cap Val A OT OT LUX 07/23 USD 14.16 9.4 –36.1 –30.4
Eq. US Value Opp A OT OT LUX 07/24 USD 14.43 11.3 –34.3 –29.3
Money Market EURO A OT OT LUX 07/24 EUR 27.35 0.8 2.7 3.5
Money Market USD A OT OT LUX 07/24 USD 15.82 0.5 1.5 2.7

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 07/27 JPY 9056.00 5.3 –30.8 –33.8
YMR-N Japan Fund OT OT IRL 07/27 JPY 10082.00 6.8 –30.3 –31.1
YMR-N Small Cap Fund OT OT IRL 07/27 JPY 7025.00 9.5 –23.7 –33.2

n Yuki 77 Series
Yuki 77 General JP EQ IRL 07/27 JPY 6259.00 6.0 –33.1 –32.3
Yuki 77 Growth JP EQ IRL 07/27 JPY 5882.00 –0.6 –36.6 –36.8

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 07/27 JPY 6641.00 6.4 –30.9 –33.0
Yuki Chugoku JpnLowP JP EQ IRL 07/27 JPY 8322.00 1.6 –25.6 –27.6

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 07/27 JPY 7037.00 4.0 –34.0 –33.5

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 07/27 JPY 4650.00 2.2 –37.2 –33.7
Yuki Hokuyo Jpn Inc JP EQ IRL 07/27 JPY 5376.00 1.8 –29.3 –28.0
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 07/27 JPY 5169.00 9.9 –22.0 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 07/27 JPY 4426.00 4.2 –39.8 –36.4
Yuki Mizuho Jpn Dyn Gro OT OT IRL 07/27 JPY 4717.00 5.0 –39.8 –37.2
Yuki Mizuho Jpn Exc 100 OT OT IRL 07/27 JPY 6731.00 10.3 –33.4 –32.6
Yuki Mizuho Jpn Gen OT OT IRL 07/27 JPY 8545.00 6.5 –30.5 –32.9
Yuki Mizuho Jpn Gro OT OT IRL 07/27 JPY 6537.00 4.6 –29.4 –33.9
Yuki Mizuho Jpn Inc OT OT IRL 07/27 JPY 7809.00 –1.8 –33.1 –30.3
Yuki Mizuho Jpn Lg Cap OT OT IRL 07/27 JPY 5165.00 3.6 –32.3 –31.6
Yuki Mizuho Jpn LowP OT OT IRL 07/27 JPY 12056.00 6.4 –21.5 –25.2
Yuki Mizuho Jpn PGth OT OT IRL 07/27 JPY 8142.00 6.6 –33.5 –33.7
Yuki Mizuho Jpn SmCp OT OT IRL 07/27 JPY 7096.00 15.7 –22.7 –32.4
Yuki Mizuho Jpn Val Sel OT OT IRL 07/27 JPY 5801.00 11.7 –27.0 –28.1
Yuki Mizuho Jpn YoungCo OT OT IRL 07/27 JPY 2845.00 19.2 –29.2 –39.6

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 07/27 JPY 4945.00 9.9 –36.9 –34.6

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 07/27 JPY 5389.00 5.7 –32.1 –34.6
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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 07/17 USD 686.32 52.2 –58.3 –34.8

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 07/17 EUR 95.59 7.6 –12.3 –6.4
Asian AdvantEdge OT OT JEY 07/17 USD 175.11 7.9 –10.3 –5.2
Emerg AdvantEdge OT OT JEY 07/17 USD 157.52 11.5 –16.9 –8.5
Emerg AdvantEdge EUR OT OT JEY 07/17 EUR 87.77 11.0 –20.0 –10.7
Europ AdvantEdge EUR OT OT JEY 07/17 EUR 122.79 6.2 –13.4 –8.1
Europ AdvantEdge USD OT OT JEY 07/17 USD 130.08 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 07/17 EUR 103.21 4.0 NS NS
Real AdvantEdge USD OT OT NA 07/17 USD 103.24 4.2 NS NS
Trading Adv JPY OT OT NA 07/17 JPY 9336.76 NS NS NS
Trading AdvantEdge OT OT GGY 07/17 USD 141.68 –4.5 –2.8 8.7
Trading AdvantEdge EUR OT OT GGY 07/17 EUR 128.90 –4.2 –2.5 8.2
Trading AdvantEdge GBP OT OT GGY 07/17 GBP 135.81 –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 07/22 EUR 74.42 –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 SEB ALTERNATIVE INVESTMENT
SEB KEY Europe Equity Long Short

Key Europe Long/Short EUR -IC- OT OT LUX 06/30 EUR 86.74 2.2 –13.3 NS
Key Europe Long/Short EUR -RC- OT OT LUX 06/30 EUR 86.22 1.9 –13.8 NS

n SEB KEY Hedge

Key Hedge EUR -IC- OT OT LUX 06/30 EUR 97.46 7.5 –2.9 NS
Key Hedge EUR-RC- OT OT LUX 06/30 EUR 96.90 7.2 –3.4 NS

n SEB KEY Market Independent II
Key Market Independent II EUR -RC- OT OT LUX 06/30 EUR 91.98 8.5 –6.1 NS
Key Market Independent II SEK -I- OT OT LUX 06/30 SEK 89.48 9.0 –6.2 NS

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 06/30 EUR 83.89 5.4 –15.7 NS
Key Recovery -RC- OT OT LUX 06/30 EUR 83.40 5.1 –16.2 NS

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 07/21 USD 46.14 –44.6 –43.8 –12.1
Superfund GCT USD* OT OT LUX 07/21 USD 2313.00 –36.7 –37.9 –12.3
Superfund Gold A (SPC) OT OT CYM 07/21 USD 906.14 –22.1 –33.5 5.6
Superfund Gold B (SPC) OT OT CYM 07/21 USD 903.94 –32.9 –43.8 –0.8
Superfund Q-AG* OT OT AUT 07/21 EUR 6648.00 –24.1 –24.5 –4.3

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
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Meager monsoon menaces Indian economy
Lack of rain imperils
farmers who anchor
nation’s growth

Farmers plant saplings Monday in a rice field in the northern Indian city of Mathura, where weak rains delayed planting.

By Ketaki Gokhale

And Paul Beckett

NEW DELHI—Indian Prime Min-
ister Manmohan Singh goes before
lawmakers Wednesday in a key test
of his efforts to improve relations
with Pakistan.

Mr. Singh is preparing to address
Parliament on the issue after more
than a week of political flak from op-
position lawmakers on his over-
tures to Pakistan. His actions have
also received a lukewarm response
from within the ranks of his own
Congress party. Both sides are wait-
ing to see whether he will defend his
efforts or start backpedaling.

Mr. Singh, in an unusual series of
public comments, has stuck to his
course. On Saturday he dismissed the
notion that there was any difference
of opinion between him and his party,
saying he has all the relevant informa-
tion needed to allay any fears. A
spokesman for the prime minister
wasn’t available to comment Monday.

On Monday, Janardan Dwivedi,
general secretary of the All India Con-
gress Committee, the Congress par-
ty’s governing body, told reporters
that the party was behind their prime
minister. “The party is confident that
when the prime minister speaks in
Parliament, he will set at rest all ques-
tions, apprehensions and specula-
tions relating to the India-Pakistan
joint statement,” he said.

The low-key prime minister re-
turned from a multinational summit
meeting in Egypt two weeks ago with
a joint statement with Pakistan’s
prime minister, Yousuf Raza Gilani.
They agreed to decouple discussions

over terrorism from broader talks be-
tween the two countries on issues
such as trade and travel. The state-
ment also included a resolution to co-
operate in the fight against terror-
ism and a passing reference to the in-
surgency in the Pakistani province of
Baluchistan, another sore point be-
tween the two neighbors. Pakistani
officials have recently suggested
that India is helping the Baluch sepa-
ratists, a charge India denies.

The statement stood in stark con-
trast to comments Mr. Singh made a
month earlier, during a meeting
with Pakistani President Asif Ali Zar-
dari in Yekaterinburg, Russia.
There, he had tersely told Mr. Zar-
dari that his mandate for talks with
Pakistan was limited to how the
country handled terror.

Some observers say the prime
minister, 76 years old, is willing to
take the same kind of political risk on
Pakistan that he did to ensure pas-
sage of the U.S.-India civilian nuclear
technology deal last summer. At the
time, Mr. Singh’s willingness to face
a vote of no confidence in Parliament
over the nuclear deal was viewed by
many as a rare sign of his determina-
tion to push through an issue he con-
sidered crucial to India’s future.

The vote was precluded by the
withdrawal from the governing coa-
lition of the Left Front, a group of
left-leaning parties that threatened
the collapse of the government. But
Mr. Singh recruited another party,
the Samajwadi Party, to join the gov-
ernment instead. His brinksman-
ship paid off when the government
won the no-confidence vote and the
deal went through.

Mr. Singh was born in preparti-
tion British India, in a small town
called Gah that now lies in Pakistan.
“He doesn’t want to walk away from
Pakistan,” said Tarun Das, chief men-
tor of the Confederation of Indian In-
dustry, an industry trade group. “He
wants to leave a legacy of peace with
Pakistan; he won’t give up.”

The personal role that Mr. Singh
has taken on both the nuclear deal
and Pakistan are in contrast to his
usually timid, soft-spoken style. At
many points during his last adminis-
tration, those qualities were often
viewed as weaknesses in the face of
governing allies who opposed his re-
formist liberalization agenda.

But in the wake of a convincing vic-
tory for Mr. Singh’s Congress party in
May’s elections—Congress itself
won 206 seats and its United Progres-
sive Alliance coalition won 262 seats
out of 543—he has been emboldened
to stand up for causes he wants to
leave as his legacy, given that he is
very unlikely to stand for another
five-year term, his supporters say.

Many observers agree that Mr.
Singh has a real interest in improv-
ing relations with Pakistan, but
some say they wouldn’t be sur-
prised if Congress party leaders are
able to pressure Mr. Singh into re-
tracting his dovish statements.

“There’s been a longstanding

sense in the Congress party that he’s
not a career politician, that he
doesn’t give due importance to
those who are, and who know what
the grass roots want,” said Seema
Desai, a London-based analyst with
consulting firm Eurasia Group.
“There may be a political move to
make him toe the party line”—spe-
cifically, that India has to see Paki-
stan take tangible action against ter-
rorism before it will resume talks.

Ms. Desai added that the prime
ministers’ joint agreement has the
“potential to become a big political
stick that the opposition will beat
him with continually.”

Even if Mr. Singh resists pres-
sure from his party, bringing peace
between the embattled neighbors
will be an uphill struggle. India has
insisted that Pakistan beef up its ac-
tion against domestic terror net-
works that target India, including
Lashkar-e-Taiba, a militant group
linked by officials in both countries
to November’s attacks in Mumbai.
But many Indian and U.S. officials re-
main skeptical that Pakistan has suf-
ficient determination to stamp out
the groups, which long had links to
Pakistan’s premier spy service, Inter-
Services Intelligence.

Pushing greater cooperation and
friendly relations with Pakistan less
than one year after the Mumbai at-
tacks may not sit well with a wary In-
dian public.

Another attack would almost cer-
tainly scotch any reconciliation: In-
dian officials have suggested in the
past that they would have little op-
tion but to respond with force were
that to happen.

Singh forced to defend effort to improve ties to Pakistan

By Abhrajit Gangopadhyay

NEW DELHI—An unusually dry
start to India’s monsoon season is
threatening to hurt agricultural out-
put in an economy still hugely depen-
dent on rural areas for growth.

After India’s driest June in 83
years, four of 28 provinces have de-
clared drought, and many farmers
don’t have enough water to grow a full
crop. More than half of Uttar Pradesh
state, the most populous state and a
key area for farming rice and sugar
cane, is suffering from drought. Rain-
fall between June 1 and July 22 was
19% below normal, with the northern
and northwestern regions worst hit.

A below normal crop yield could
push up food prices, straining the gov-
ernment’s budget and complicating
the central bank’s efforts to revive
the economy without letting infla-
tion get out of hand.

The Meteorological Department
forecasts rainfall in the June-Septem-
ber wet season at 93% of the long-
term average, which isn’t an unusu-
ally large deviation. But the distribu-
tion so far has been uneven, with
some areas flooded while others have
been parched.

The June-September monsoon is
critical for summer-sown crops, in-
cluding oilseeds, rice and sugar cane.
India’s poor irrigation system forces
farmers to bank heavily on annual
monsoon rains. Most of the northern
provinces depend on these rains for

farm productivity: 60% of India’s
farmland is rain-fed, with the rest re-
lying on irrigation. If rainfall remains
sporadic through September, winter
crop yields, such as wheat, could also
be hurt, analysts said.

“I’ve sown only a third of wheat
that I usually sow each year because
there’s no water,” said Mohan Singh,
a farmer from Punjab state, which is
among India’s top five rice-produc-
ing provinces.

Heavy rains last week lashed the
Punjab, ending its dry spell. But more
will be needed. “We’re badly hurt,”
says Mr. Singh.

Two-thirds of India’s 1.1 billion
people live in villages, and agricul-
ture accounts for around 18% of gross
domestic product. Rural demand ac-

counts for more than half of domestic
consumption so any decline in farm-
ers’ incomes would hurt demand for
everything from fuel and motorcy-
cles to soap and gold, with ripple ef-
fects on the broader economy.

The government is alert to the
risks but hasn’t sounded the alarm
yet. That may reflect confidence that
various measures it has taken to spur
economic growth in rural areas will
help to offset some of the shock from
a weak crop.

“It’s premature to draw any
doomsday conclusion and it’s better
to wait to check if rains revive,” said
Arvind Virmani, chief economic ad-
viser to the federal Finance Ministry.

Economists are starting to pencil
in the impact of sustained drought

on the economy, which has re-
mained one of Asia’s most resilient
to the global credit crisis thanks to
India’s relatively small dependence
on exports.

Robust rural demand has helped
to cushion the blow from the global
downturn. Growth slowed to 6.7% in
the year ended March 31 from 9% a
year earlier. The government fore-
casts an expansion between 6.25%
and 7.75% for the current year, but a
poor harvest could cast that projec-
tion into doubt.

“If overall rainfall deficiency
falls to 20%-25%, India’s gross do-
mestic product growth could be
pared to sub-5% this fiscal year,”
said Mridul Saggar, chief economist
at Kotak Securities.

The government forecast a 4% ex-
pansion in farm production when it
unveiled its budget last month, but
Morgan Stanley said low rainfall
could limit growth to between 1.5%
and 2%.

A slump in the agricultural sector
would put pressure on the govern-
ment to respond with support mea-
sures, even as it struggles with a defi-
cit estimated to swell to a record 6.8%
of GDP this fiscal year.

“The government can’t look away
from the problem and despite the
tight fiscal situation, it will try to in-
centivize farmers, which may swell
its subsidy bill,” said Shubhada Rao,
chief economist at Yes Bank.

A bigger hazard could be higher in-
flation. The wholesale-price index—
the main gauge of inflation—fell
1.17% in the week to July 11 from a
year earlier, a sixth straight week of
decline. But economists say inflation
will likely reappear in September, as
food prices remain high because of
supply pressures, and a recent fuel-
price rise ripples through the econ-
omy. The Reserve Bank of India ex-
pects inflation at 4% by the end of
this fiscal year on March 31.

Jahangir Aziz, chief India econo-
mist at J.P. Morgan Chase, said infla-
tioncould rise by two to three percent-
age points over that baseline forecast
if the monsoon rains don’t pick up.

Prices of sugar and tea have risen
30%, pulses 17%, and cereals 12%
from year-earlier levels, said Citi-
group economist Rohini Malkani.
The government may be able to head
off a serious spike in food prices, she
says, given high stocks of rice and
wheat from previous bumper crops
and adequate foreign-exchange re-
serves for imports.

ECONOMY & POLITICS

Prime Minister Manmohan Singh, participating in a swearing-in ceremony for India’s
Planning Commission on Monday, faces questions about his overtures to Pakistan.
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Gl Value B GL EQ LUX 07/24 USD 8.94 13.5 –33.1 –29.5
Gl Value I GL EQ LUX 07/24 USD 10.26 14.5 –32.0 –28.3
India Growth A - OT OT LUX 07/24 USD 104.31 NS NS NS
India Growth AX OT OT LUX 07/24 USD 91.07 57.6 6.4 –5.1
India Growth B - OT OT NA 07/24 USD 109.75 NS NS NS
India Growth BX OT OT LUX 07/24 USD 78.19 56.8 5.4 –6.0
India Growth I EA EQ LUX 07/24 USD 94.18 58.0 6.8 –4.7
Int'l Health Care A OT EQ LUX 07/24 USD 121.73 3.7 –17.4 –13.6
Int'l Health Care B OT EQ LUX 07/24 USD 103.13 3.1 –18.2 –14.5
Int'l Health Care I OT EQ LUX 07/24 USD 132.54 4.1 –16.7 –12.9
Int'l Technology A OT EQ LUX 07/24 USD 93.23 27.5 –19.3 –16.5
Int'l Technology B OT EQ LUX 07/24 USD 81.13 26.7 –20.1 –17.3
Int'l Technology I OT EQ LUX 07/24 USD 104.17 28.0 –18.7 –15.8
Japan Blend A JP EQ LUX 07/24 JPY 5910.00 10.1 –33.1 –29.3
Japan Growth A JP EQ LUX 07/24 JPY 5790.00 4.1 –33.3 –29.6
Japan Growth I JP EQ LUX 07/24 JPY 5937.00 4.6 –32.8 –29.1
Japan Strat Value A JP EQ LUX 07/24 JPY 5928.00 15.0 –34.0 –29.7
Japan Strat Value I JP EQ LUX 07/24 JPY 6065.00 15.5 –33.5 –29.2
Real Estate Sec. A OT EQ LUX 07/24 USD 11.84 11.0 –31.2 –24.4
Real Estate Sec. B OT EQ LUX 07/24 USD 10.87 10.4 –31.9 –25.2
Real Estate Sec. I OT EQ LUX 07/24 USD 12.68 11.4 –30.6 –23.8

Short Mat Dollar A US BD LUX 07/24 USD 7.00 5.6 –5.3 –9.1
Short Mat Dollar A2 US BD LUX 07/24 USD 9.28 5.9 –5.5 –9.1
Short Mat Dollar B US BD LUX 07/24 USD 7.00 5.4 –5.8 –9.5
Short Mat Dollar B2 US BD LUX 07/24 USD 9.25 5.6 –5.9 –9.6
Short Mat Dollar I US BD LUX 07/24 USD 7.00 5.9 –4.8 –8.5

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 07/24 GBP 7.01 5.3 –10.7 –13.7
Andfs. Borsa Global GL EQ AND 07/24 EUR 5.72 –1.4 –27.7 –24.4
Andfs. Emergents GL EQ AND 07/24 USD 14.45 44.5 –20.3 –15.5
Andfs. Espanya EU EQ AND 07/24 EUR 12.03 11.1 –12.7 –16.8
Andfs. Estats Units US EQ AND 07/24 USD 13.15 7.9 –24.2 –19.1
Andfs. Europa EU EQ AND 07/24 EUR 6.89 6.2 –21.2 –22.3
Andfs. Franca EU EQ AND 07/24 EUR 8.47 2.4 –22.0 –24.5
Andfs. Japo JP EQ AND 07/24 JPY 487.36 11.2 –27.7 –27.4

Andfs. Plus Dollars US BA AND 07/24 USD 8.77 4.0 –13.0 –9.9

Andfs. RF Dolars US BD AND 07/24 USD 10.83 6.0 –4.4 –1.8

Andfs. RF Euros EU BD AND 07/24 EUR 10.23 14.2 –2.1 –4.6

Andorfons EU BD AND 07/24 EUR 13.57 13.8 –3.9 –7.5

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

Andorfons Mix 30 EU BA AND 07/24 EUR 8.72 7.8 –16.5 –14.6

Andorfons Mix 60 EU BA AND 07/24 EUR 8.31 2.3 –25.7 –21.6

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 07/27 EUR 9.42 –6.5 –8.3 –3.8

DJE-Absolut P GL EQ LUX 07/27 EUR 183.31 4.6 –16.1 –13.8

DJE-Alpha Glbl P EU BA LUX 07/27 EUR 160.60 4.4 –12.7 –9.8

DJE-Div& Substanz P GL EQ LUX 07/27 EUR 189.63 8.4 –11.0 –11.0

DJE-Gold&Resourc P OT EQ LUX 07/27 EUR 145.59 11.4 –14.5 –8.3
DJE-Renten Glbl P EU BD LUX 07/27 EUR 125.97 5.3 4.6 1.6
LuxPro-Dragon I AS EQ LUX 07/27 EUR 143.92 55.0 12.2 –3.5
LuxPro-Dragon P AS EQ LUX 07/27 EUR 140.35 54.7 11.6 –4.5
LuxTopic-Aktien Europa EU EQ LUX 07/27 EUR 15.20 6.1 –7.7 –8.4
LuxTopic-Pacific AS EQ LUX 07/27 EUR 13.76 52.0 –20.8 –19.9

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 06/30 USD 38.55 11.5 –37.7 –10.1
EFG-Hermes MEDA* GL EQ BMU 05/29 USD 22.16 5.8 –44.0 –11.0
EFG-Hermes Saudi Arabia Equity EA EQ SAU 07/21 SAR 5.60 18.2 –41.1 NS
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Rosier views driving copper
Demand aids rally,
but notes of optimism
seem to be key prop

By Sudeep Reddy

KANSAS CITY, Mo.—Federal Re-
serve Chairman Ben Bernanke on
Sunday said he engineered the cen-
tral bank’s controversial actions
over the past year because “I was
not going to be the Federal Reserve
chairman who presided over the sec-
ond Great Depression.”

Speaking directly to Americans
in a forum to be shown on public tele-
vision this week, Mr. Bernanke
pushed back against Kansas City
area residents who suggested he
and other government officials
were too eager to help big financial
institutions before small businesses
and common Americans.

“Why don’t we just let
the behemoths lay down
and then make room for the
small businesses?” asked
Janelle Sjue, who identified
herself as a Kansas City
mother.

“It wasn’t to help the big
firms that we intervened,”
Mr. Bernanke said, diving
into a discourse on the dam-
age to the overall economy
that can result when finan-
cial firms that are “too big to
fail” collapse.

“When the elephant falls down,
all the grass gets crushed as well,”
Mr. Bernanke said. He described him-
self as “disgusted” with the circum-
stances that led him to rescue a cou-
ple of large firms, and called for new
laws that would allow financial firms
other than banks to fail without go-
ing into bankruptcy.

Mr. Bernanke appeared stoic at
times as he sought to explain his ac-
tions during the financial crisis at the
town-hall-style meeting with 190 peo-
pleat the Federal ReserveBank of Kan-
sas City hosted by the NewsHour’s
Jim Lehrer. But he also joked with the
crowd, saying “economic forecasting
makes weather forecasting look like
physics.” He quipped that he could
face malpractice charges if he offered
investment advice—although he then
recommended that a questioner prac-
tice diversification and avoid trying
to time the stock market.

The hourlong session was the lat-
est unusual forum where the Fed
chairman has explained his actions in
recent months, including bailouts
andmassive lending. Mr. Bernanke ap-
peared before the National Press Club
in February, agreed to an interview
with CBS’s “60 Minutes” in March
and took questions on camera from
Morehouse College students in April.

Sunday’s setting offered the
former Princeton economics profes-
sor a chance to speak outside of con-
gressional testimony and speeches
to economists, as his tenure leading

the central bank faces increasing
scrutiny. With just six months left in
his term as chairman, Mr. Bernanke
will learn in the coming months
whether President Barack Obama
will reappoint him to another four-
year term or pick someone else.

Mr. Bernanke repeatedly used
the frustrations voiced by people in
the room to show his limited op-
tions during the crisis and reiterate
the need for a regulatory overhaul.

David Huston, who called him-
self a third-generation small-busi-
ness owner, said he was “very frus-
trated” to see “billions and billions
of dollars” sent to large financial
firms and called the government ap-
proach “too big to fail, too small to

save.”
“Small businesses rep-

resent the lifeblood of
small cities, large cities
and our American econ-
omy,” he said, and they are
“getting shortchanged by
the Federal Reserve, the
Treasury Department and
Congress.”

Mr. Bernanke responded
that “nothing made me
more frustrated, more an-
gry, than having to inter-
vene”when firms were “tak-

ing wild bets that had forced these
companies close to bankruptcy.”

More than 20 people asked ques-
tions of the Fed chairman, on topics
ranging from bailouts to mortgage-
regulation practices to the Fed’s in-
dependence, a topic that drew the
most forceful tone from the Fed
chairman. Mr. Bernanke suggested
that a movement by lawmakers to
open the Fed’s monetary-policy op-
erations to audits by the Govern-
ment Accountability Office is misun-
derstood by the public.

Congress already can look at the
Fed’s books and loans that could be
at risk for taxpayers, he said. Under
the proposed law, the GAO would
also be able to subpoena information
from Fed officials and make judg-
ments about interest-rate decisions
based on requests from Congress.

“I don’t think that’s consistent
with independence,” he said. “I don’t
think people want Congress making
monetary policy.”

After appearing before lawmakers
three times last week, Mr. Bernanke
broke little new ground in explaining
the state of the economy. He said the
Fed’s expected economic growth rate
of 1% in the second half of the year
would fall short of what is needed to
bring down unemployment, which he
sees peaking sometime next year.

“The Federal Reserve has been
putting the pedal to the metal,” he
said. “We hope that’s going to get us
going next year sometime.”

U.S. pay czar to redo contracts deemed high
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By Matt Whittaker

NEW YORK—Copper’s 17% gain
since July 8 reflects a marked
change in sentiment among metals
traders and an increased optimism
that the world’s economy may not
be in a protracted slump.

Since its December low of
$1.2475 per pound, front-month cop-

per has more than
doubled. By mid-
day Monday, July
copper, which is
currently the front

month, was up 3.3 cents from Fri-
day’s settlement price at $2.55 on
the Comex division of the New York
Mercantile Exchange.

“I think the market is rallying off
a general perception that the worst
is behind us,” said Michael Gross,
broker and futures analyst with Op-
tionSellers.com.

However, “a lot of it has been on
perception [rather] than an actual
increase in demand,” Mr. Gross said.

When copper hit its December
lows, participants were pricing in a
doomsday scenario for the U.S. and
world economies, Mr. Gross said.
With copper perhaps underpriced
as a result, the current rally may just
be an adjustment to a more optimis-
tic—but not wildly ebullient—eco-
nomic outlook.

That may be why the metal’s cur-
rent price is a shadow of last year’s
$4.27 per pound intraday record
high, but copper’s recovery since De-
cember has been more of a steady
march higher versus the cascading
selloff during September and Octo-
ber.

Concerns remain about two cru-
cial fundamental price drivers for cop-
per—the U.S. housing market and de-

mand from China. But it seems the
dire predictions of a few months ago
are giving way to notes of cautious op-
timism.

“We had been expecting a slow-
down in China’s base metals im-
ports, but incoming data suggest
that the magnitude of that slow-
down could be less than previously
thought,” a Barclays Capital re-
search note said.

Although there hasn’t been much
of a slowdown yet, Frank Lesh, broker
and futures analyst with FuturePath
Trading, said demand from the Asian
nation will eventually slow because
the recent buying has been based on
China’s economic-stimulus measures
and strategic stockpile buying.

But no one disputes that the
marked buying from China has
aided copper’s recovery. And now it
appears the developed world is be-
coming hungrier for the metal as
well.

The Chinese and developed-
world buying has coupled with in-
creased investor risk appetite to es-
tablish a higher support level for
prices, Barclays said.

Investors have been piling into
copper as their confidence has

risen following stronger-than-ex-
pected corporate earnings that
have boosted equities. Copper of-
ten follows movements in equities,
as an economic proxy, because the
metal is widely used in automo-
biles, housing and electronics. Cop-
per is also often seen as a leading in-
dicator because of its industrial
traits.

Fed’s Bernanke feared
second Great Depression

Ben Bernanke
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Copper is up 17% since July 8. Here, set for delivery in Valparaiso, Chile.
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with Special Master, Kenneth R.
Feinberg, on corporate executive
compensation, to seek advice and in-
put with regard to our compensa-
tion plans.”

A representative of Bank of Amer-
ica had no comment. A Chrysler
spokesman wasn’t able to provide
immediate comment.

Mr. Feinberg holds enormous
power over the subset of firms he
oversees under the bailout, formally
known as the Troubled Asset Relief
Program. He must approve or reject

compensation for the most highly
paid employees and oversee the struc-
ture of each firm’s compensation.

Among the things he will exam-
ine is whether a firm’s compensa-
tion rewards risk, is comparable to
that of peers and is tied to long-term
performance. His decisions aren’t
subject to appeal, and he is operat-
ing largely independent of the Trea-
sury Department. Mr. Feinberg, an
attorney, isn’t receiving govern-
ment compensation for his work.

Legal experts said Mr. Feinberg’s
power, combined with the oppro-

brium a firm may suffer if it is per-
ceived as making excessive payouts,
could give the government leverage
in trying to shrink the size of some
payouts, regardless of whether con-
tracts are involved.

TARP puts restrictions on how re-
cipients can compensate employees.
Bonuses must be capped at no more
than one-third of total compensa-
tion and payable only in restricted
stock. Employment contracts signed
before Feb. 11, 2009, are exempt.
 —Ann Davis and Dan Fitzpatrick

contributed to this article.
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