
MORE THAN A MILLENNIUM: Members of the country’s church mark the 1,021st anniversary of the region’s adoption of the faith. The Kiev
march coincided with a visit to the nation by the head of the Russian Orthodox Church, which opposes an independent Ukrainian church.

Gates, in Iraq, acclaims U.S. pullout

Breaking news at europe.WSJ.com
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Housing data offer hope
Rising home prices in U.S., England and Wales signal a bottoming market

By Yochi J. Dreazen

BAGHDAD—Defense Sec-
retary Robert Gates said
Tuesday that the American
military withdrawal from
Iraq’s cities went fairly
smoothly, clearing the way
for Baghdad to reshape its re-
lationship with the U.S. and
begin assuming primary se-
curity responsibility for the
entire country.

Mr. Gates’s unannounced
trip to Iraq came at a pivotal
moment for both Washing-
ton and Baghdad, which are
working to take advantage of
a continuing decline in vio-
lence in Iraq to focus new at-
tention on trade, weapons
sales and other nonmilitary
aspects of the countries’
complex relationship.

It was Mr. Gates’s first
visit here since U.S. forces
left Iraq’s cities in late June,

a milestone both countries
describe as the first step to-
ward a complete American
military withdrawal by the

end of 2011. Mr. Gates, who is
slated to visit Iraq’s autono-
mous Kurdish region on
Wednesday, said the U.S. was

prepared to help resolve a
growing political dispute be-
tween Iraq’s Arabs and
Kurds over land and oil.

In the first days after the
June 30 pullout from Iraq’s
urban areas, several U.S.
commanders complained
that the Iraqis were impos-
ing too many restrictions on
U.S. forces, barring them
from certain roads and de-
manding sensitive informa-
tion about future U.S.
ground convoys.

Pushing tensions higher,
an Iraqi officer tried to de-
tain some U.S. soldiers ear-
lier this month after they
killed three Iraqi civilians
while chasing militants near
the restive city of Abu Gh-
raib. Iraqi Prime Minister
Nouri al-Maliki, on a visit to
Washington last week, said
the Iraqi officer had been

Please turn to page 31

‘German provision’

Some foreign car makers get
a break on U.S. emissions curbs
Marketplace, page 30

4 p.m. ET
PCT

CLOSE CHG

DJIA 9096.72 -0.13
Nasdaq 1975.51 +0.39
DJ Stoxx 600 218.54 -0.93
FTSE 100 4528.84 -1.25
DAX 5174.74 -1.46
CAC 40 3330.97 -1.23

Euro $1.4178 -0.31
Nymex crude $67.23 -1.68

U.S. Defense Secretary Robert Gates, center, talked Tuesday with U.S.
troops at Contingency Operating Base Adder in Tallil, southern Iraq.

Car crash
Europe tries to protect
its auto industry from
the inevitable. Page 15
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Marketplace: As football—the European kind—takes root in U.S., will fans root for own league?
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Ukraine’s Orthodox clergy commemorate Christian anniversary

By Kelly Evans

Home prices in major U.S.
cities rose in May for the first
time in almost three years,
the latest data to indicate a
bottom could be forming in
the housing market—and the
broader economy.

Yet rising unemployment
and wary consumers make it
unlikely the stabilization will
blossom into a full-blown re-
covery anytime soon. Indeed,
such worries weighed on mar-
kets, as the Dow Jones Indus-
trial Average bucked a three-

day winning streak to close
down 0.1% Tuesday.

Meanwhile, home prices
in England and Wales rose
0.1% in June from May, the
Land Registry said Tuesday,
reinforcing a growing belief
that property values are be-
ginning to stabilize after
dropping sharply in the past
year.

The Case-Shiller index of
U.S. home prices in 20 metro-
politan areas, produced by
Standard & Poor’s, rose 0.5%
in May from the month be-
fore, the first increase after

34 straight months of de-
cline. Price gains were stron-
gest in Cleveland, up 4.1%
from April; Dallas, up 1.9%;
and Boston, up 1.6%. Com-
pared with a year ago, how-
ever, prices on average were
down about 17%.

Robert Shiller, the Yale
University economist who
helped create the Case-
Shiller indexes, said he was
surprised by the month-on-
month gains in May.

The “change in momen-
tum here is very significant,”
he said. Last month, Mr.

Shiller was forecasting sus-
tained home-price declines
well into the next few years.
That forecast now looked
less plausible, he said.

Still, while the housing
market may have bottomed,
he said, he doesn’t think
prices will rise at a fast pace.
He expects home prices to re-
main near current levels for
the next five years.

U.S. home prices have
fallen by about a third since
their peak in the second quar-
ter of 2006, according to S&P,

Please turn to page 31

By John W. Miller

BRUSSELS — European
Union trade officials ap-
proved pre-emptive penal-
ties on imports of steel pipe
from China, a precedent-set-
ting move that suggests the
trading bloc is growing
more protectionist in the
face of the economic down-
turn.

Tuesday’s vote by trade
officials from the EU’s 27
member states is signifi-
cant, say trade experts, be-
cause they accepted an argu-
ment from steel producers—
including the world’s largest
by volume, ArcelorMittal—
that punitive tariffs are
needed to protect them from
the threat of underpriced im-
ports from China. Previ-
ously, complainants have
had to prove the imports had
already hurt their business.

The case also concerns
one of the steel sectors’
most important finished
products. Seamless steel
pipes are key ingredients in
housing construction, gas
and oil plants and the auto-
motive industry. The vote
was close, according to EU of-
ficials familiar with the mat-
ter, although they declined
to reveal the final tally.

The duties, which will
range from 17.7% to 39.2%,
are expected to take effect in
October and last five years,
EU officials said. Temporary
duties of up to 24.2% have

Please turn to page 31

China
is facing
EU tariffs
on steel
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Deutsche Bank’s earnings
jumped 68%, as robust trad-
ing income outweighed weak-
ness in asset management.
But a hint of weakness in the
bank’s debt-trading business
and a rise in bad-loan provi-
sions stirred concern about
future profits. Pages 4, 32

n The company that man-
ages Britain’s holdings in the
nation’s banks hired David
Cooksey as chairman. The
CEO will step down. Page 2

n BP posted a 53% fall in
quarterly profit but said it
was beating its cost-cutting
targets. Pages 3, 32

n The Dow Jones Industrials
posted their second loss in
12 sessions. European shares
fell; FTSE snapped an 11-ses-
sion winning run. Page 20

n The U.S. dollar’s broad de-
cline is expected to resume as
the world’s economy shows
more signs it is pulling itself
out of recession. Page 19

n EADS said its second-quar-
ter net jumped 76%, but
warned the troubled Airbus
A400M military airlifter pro-
gram may become a severe
financial drag. Page 6

n U.S. Steel reported a loss,
but the company said it sees
signs of firming prices and
increased shipments. Page 32

n The EU plans to adjust rules
for retailers selling goods on-
line in an attempt to make
more goods available. Page 7

n IBM agreed to buy analyt-
ics software developer SPSS
for $1.2 billion, expanding its
software portfolio. Page 7

n Nomura’s Asia chairman
plans to step down, marking
the most high-profile depar-
ture from the former Lehman
Brothers operation. Page 4

n Lithuania’s GDP slid 22%
in the second quarter, adding
to concerns about the coun-
try’s finances. Page 11

n Moldovan voters choose
Wednesday between a Com-
munist president with aid
pledges from Russia and
China, and the prospect of
the EU’s embrace. Page 9

n At least 11 people died af-
ter an overloaded sailboat
carrying an estimated 200
Haitian migrants capsized off
the Turks and Caicos Islands.

n England won the bidding
to host the Rugby World
Cup in 2015, and Japan will
run the tournament in 2019.
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After the recent eupho-
ria, Deutsche Bank’s sec-
ond-quarter results pro-
vided a reality check. Fol-
lowing spectacular results
from Goldman Sachs and, to
a lesser extent, J.P. Morgan
Chase and Credit Suisse,
the market got ahead of it-
self. Deutsche Bank has
shown the danger of extrap-
olating too much from cur-
rent conditions.

Not that the German
banking giant performed
badly. Earlier this year, in-
vestors would happily have
settled for second-quarter
net revenue of Œ7.9 billion
($11.25 billion), up 10% from
the first quarter, and a re-
turn on equity of 12.8%.

They would have been de-
lighted with Deutsche
Bank’s risk reduction.

Hard-to-value Level 3 assets
were reduced by 20% to Œ64
billion over the second quar-
ter, and risk-weighted as-
sets dropped 7%.

True, a Œ1 billion credit
loss provision was unwel-
come. Nearly half related to
two leveraged loans. Deut-
sche Bank says there is no
read-across to its leveraged
loan portfolio overall.

But Deutsche Bank’s fail-
ure to meet debt sales and
trading expectations sent
the shares down 11%. Reve-
nue of Œ2.6 billion was well
below the Œ3.1 billion consen-
sus and first-quarter reve-
nue of Œ3.8 billion—despite
the nonrecurrence of Œ1 bil-
lion of write-downs. Deut-

sche Bank blames lower cli-
ent activity in foreign ex-
change and rates, a re-
minder that the first quarter
was exceptional. Other mar-
kets currently enjoying a
similar revival also may see
activity slow in the second
half.

Meanwhile, competition
is heating up again. It is now
clear that the most heavily
bailed out banks such as Citi-
group, Bank of America Mer-
rill Lynch and Royal Bank of
Scotland aren’t going to die.
Instead, they are back com-
peting aggressively. Banks
should enjoy the current fat
margins and juicy profits
while they last.
 —Simon Nixon

Deutsche Bank’s reality check

Virgin goes galactic on valuation from Abu Dhabi
With the American econ-

omy grounded, Richard Bran-
son has removed his bet on
U.S. mobile phones. How will
he now fare commercializing
the final frontier?

Sir Richard’s Virgin
Group said Tuesday it would
sell its 28% stake in virtual
operator Virgin Mobile USA
to Sprint Nextel, whose net-
work it uses. Virgin Mobile

went public at $15 a share in
2007. Virgin is getting out
for 63% less. The business
has been squashed by rivals.

And yet, Sir Richard
seems ever confident of con-
sumer appetite. Also Tues-
day, Virgin’s space-flight
unit said it had raised $280
million, enough to fund the
business until its first com-
mercial launch. Virgin Galac-

tic sold 32% to Abu Dhabi’s
Aabar Investments.

That suggests Virgin Ga-
lactic has become a $900
million company. Do poten-
tial sales back it up? It plans
to take 500 tourists a year
to space for $200,000 each,
at some point, generating
$100 million in annual reve-
nue. Commercial research
flights and satellite launches

could add another boost.
But the stratospheric val-

uation hardly accounts for
the risks. Perhaps in 2004,
when Virgin began invest-
ing, there were enough high-
flying tourists to justify the
gamble. In this era, Sir Rich-
ard was shrewd to find a fin-
ancier still prepared to
shoot for the moon.
 —John Jannarone

BP’s next step: new fields
BP, once listing at an

alarming angle, may soon be
on a more even keel. But that
is just a necessary first step.

Despite slumping first-
half earnings, announced
Tuesday, rapid cost-cutting
and revived energy prices
mean the U.K. oil major
should be able to finance cap-
ital spending and the divi-
dend from operating cash
flow by the end of the year.

After 18 months in the job,
Chief Executive Tony Hay-
ward’s streamlining is paying
off. He has cut 5,000 jobs and
now targets savings of at least
$3 billion this year, having
reached an initial goal of $2
billion in the first half. BP also
expects above-average output
growth this year of 3%. Mean-
while, equipment and service
costs are falling. The result is
that net debt rose only slightly
in the second quarter, com-
pared with a $3 billion jump in
the fourth quarter of 2008.

Righting the ship isn’t the
same as steaming ahead,
though. Getting costs down
is one thing; keeping them
down is quite another. Memo-
ries are fresh of how costs
spiraled in the last boom.

The critical issue is invest-
ment for the future. BP needs
to ensure that the extra explo-

ration dollars now at its dis-
posal lead to big new discov-
eries. Too much of its addi-
tions to reserves this decade
came from low-margin bar-
rels in places like Russia. Hav-
ing led the majors in terms
of profitability per barrel in
2001, it has steadily drifted
down toward the bottom of
the pack, according to San-
ford Bernstein. It has missed
out on hotspots like Brazil.

Pending exploration suc-

cess, BP needs oil prices to
hold up. Yet Mr. Hayward
sees no sign of rising de-
mand for oil and natural gas.
Good cost control and near-
term output growth may war-
rant a narrowing of the 5%
discount at which it trades to
the sector’s 8.9 times 2010
earnings. But BP’s more fun-
damental challenge is to find
new fields today to generate
tomorrow’s profits.

—Matthew Curtin

U.S. Steel notes brighter outlook
Giant producer posts
a loss but rehires
staff, sees price rise

Steelworkers marched in February to support laid off workers at the U.S. Steel
plant in Granite City, Ill., which rehired some staff this month.

Financial Analysis and Commentary

Chief Executive
Tony Hayward’s
streamlining is
paying off.

By Robert Guy Matthews

GRANITE CITY, Illinois—In one
of the first signs that key markets of
the battered steel industry have bot-
tomed out, U.S. Steel Corp. this
month recalled about 800 workers
at its huge flat-rolling mill here.

The steelmaker, which says that
prices are firming for some steel
products in the U.S. and Europe and
that it expects shipments and oper-
ating rates to increase in the current
quarter, also plans to restart an
idled Minnesota operation that
makes iron-ore pellets used for steel-
making next month.

CEO John Surma didn’t say
which markets are strongest, but
other industry executives and ana-
lysts said automotive and appliance
industries are improving.

The signs of improvement come
even as U.S. Steel reported a second
quarter loss of $392 million, or $2.92
a share, and said it expects operating
losses in the third quarter as well,
due to continued low operating rates
and lower average realized prices.

Industry-wide capacity utiliza-
tion, which had fallen to 45% earlier
this year, stands at about 52%. Some
of U.S. Steel’s plants in the second
quarter were operating at just 32.4%,
Mr. Surma said. Mills generally have
to reach production rates of between

60%-65% before turning a profit.
That rate won’t likely be reached in
the current quarter, helping to ex-
plain why Mr. Surma still expects an
operating loss in the third quarter.

Despite the tentative signs of im-
provement, Mr. Surma said U.S.
Steel was studying whether it
should implement some permanent
shutdowns of some of its steel facili-
ties in North America. “We are look-
ing at our configuration all the
time,” he said. “Things are so
opaque in the market.”

The moves surprised long-time
workers at the massive mill in the
center of this working-class town,

about 25 kilometers east of St.
Louis. About 35% of the work force—
mainly those in the flat-rolled divi-
sion—were laid off in December
amid the slump of flat-rolled steel,
which is sold to service centers, who
process it and then feed it to car and
appliance makers. The Granite City
plant was one of several affected by
companywide layoffs of about
3,500, or 13%, of its North American
work force announced in December.

“I was stunned,” at the phone call
asking him to return to work, said
Doug May, a crane operator who
worked at the plant for 36 years. Ex-
pecting a more prolonged layoff, Mr.

May took side jobs editing the union
newsletter and wondered whether
he would have to sell his house.

MarkParr,steelanalystfortheKey-
Banc Capital Markets Inc., said the
pickupisn’taresponsetorealdemand
recovery. “All it is, is a signal that de-
stocking has run its course,” he said.

Nonetheless, destocking invento-
ries is necessary before any recov-
ery can take hold and is thus consid-
ered a positive sign.

The slight improvement in steel
demand appears centered on stron-
ger automobile and appliance mar-
kets, while building remains weak.
As a result, steel plants are operat-
ing at wildly variable rates. For ex-
ample, a Steel Dynamics Inc. mill
that makes flat-rolled steel is operat-
ing near 100% capacity, while its
mill that makes steel beams mainly
for construction is operating at just
about 25%, said Mr. Parr.

“The construction market is still
in the tank,” said Keith Busse, chief
executive officer of Steel Dynamics.

U.S. Steel’s tubular goods steel-
making business, which supplies oil
companies and other construction-
based projects, has been one of the
biggest drags on profits.

Flat-rolled steel, however, is re-
bounding in nearly every develop-
ing country in the world, according
to MEPS International Ltd., a
U.S.-based steel consultant group,
leading to slightly higher steel
prices. The price of hot-rolled steel,
a benchmark flat-rolled product, is
hovering around $520 a short ton,
about $100 more than a few months
ago, but still about 80% below 2008
peak levels.
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Cashing out
Deutsche Bank’s daily share 
performance

By John Kell

Interpublic Group of Cos., par-
ent of ad agencies DraftFCB and Mc-
Cann-Erickson, reported a 71% drop
in second-quarter profit as margins
and revenue shrank.

Theadvertisinggiantanditsindus-
try peers have been hurt by the down-
turn in ad spending, though Interpub-
lic’s diversification into international
markets and marketing services has
softened the blow. Still, international
revenue slowed more rapidly than do-
mestic revenue in the latest quarter.

New York-based Interpublic re-
ported earnings of $27.8 million, or
fourcentsashare,downfrom$95.1mil-
lion, or 17 cents a share, a year earlier.

Revenuedropped20%to $1.47bil-
lion, declining 15% domestically and
26% abroad. Organic revenue, which
excludes currency changes and ac-
quisitions, declined 15%. Interpub-
lic’s total operating costs fell 16%.

The results fell short of Wall
Street expectations. Analysts polled
by Thomson Reuters had expected
per-share earnings of 10 cents on
revenue of $1.6 billion.

Over the past nine months, the
company has reported about $120
million in severance costs related to
cutting 4,100 employees, or 9% of its
work force. Operating margins fell
to 6.6% from 10.9%.

Chairman and Chief Executive
Michael I. Roth said the company ex-
pected second-half organic revenue
to be in line with its year-to-date per-
formance, which was down 11%.

Interpublic
posts 71% drop
in quarterly net

Email: heard@wsj.com
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This index lists the names of businesspeople and government regulators
who receive significant mention in today's Journal.

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

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

Jules Urbach is the chief execu-
tive officer of Otoy LLC. A Market-
place article Tuesday incorrectly
spelled his last name Orbach. The
last name of Jen-Hsun Huang, chief
executive officer of Nvidia Corp.,
was incorrectly spelled Hwang. In
addition, the Lucasfilm Ltd. subsid-
iary Industrial Light & Magic was in-
correctly reported as Industrial
Lighting & Magic.

Most of the debt issued by Enter-
prise Products Partners LP is rated
investment-grade by the three ma-
jor credit-ratings agencies. Mon-
day’s Abreast of the Market article
incorrectly said the company’s rat-
ings were below investment-grade.

UKFI gets new chairman
Businessman to lead
company that holds
stakes in U.K. banks

CORRECTIONS &
AMPLIFICATIONS

U.K. to fund projects
by Rolls-Royce, others

David Cooksey, left, will become chairman of U.K. Financial Investments, and John
Kingman, right, will resign as chief executive when a successor is found.

INDEX TO BUSINESSES

By Laurence Norman

And Nicholas Winning

LONDON — The U.K. fleshed out
a plan to help British industry by fun-
neling government money to what it
considers key projects.

Business Secretary Peter Mandel-
son said Tuesday the government
will invest £151.5 million ($250 mil-
lion) in U.K. manufacturers, includ-
ing Rolls-Royce Group PLC.

The government will provide £45
million funding for Rolls-Royce to
support four new advanced manu-
facturing facilities in the
U.K.—three in aerospace and one in
the civil nuclear industry.

The government will also put
£45 million from the low-carbon ele-
ment of its strategic investment
fund towards research into aircraft
engines that have low carbon emis-
sions—a project also led by Rolls-
Royce.

Lord Mandelson said that manu-
facturing “can and must be key to
our (economic) recovery,” accord-
ing to a text of his remarks.

“This is not a government that be-
lieves in the post-industrial econ-
omy…We are committed to creating
the conditions in which British man-
ufacturing can compete and pros-
per.”

There will also be at least £40 mil-
lion investment in the Samulet Re-
search and Technology program, an
aerospace project focusing on pro-
ductivity and environmental im-
provements.

The program represents a signifi-
cant shift in U.K. policy, bringing it
more in line with interventionist
strategies employed by the likes of
France and Germany.

In a report, the government sug-
gested using taxpayer money to sup-
port innovative companies—not
only troubled concerns—and “con-
certed action” to boost sectors such
as pharmaceuticals, aerospace, bio-
technology and “green” industries.

When it outlined the plan in
April, the government said it would
support small, high-growth, high-in-
novation firms—possibly through a
new private-public organization to
channel venture capital.

Other actions under consider-
ation include using government buy-
ing power to bolster innovation and
skills. The government also signaled
more support for exporters, possi-

bly through export guarantees.
Since his return to the govern-

ment in October, Lord Mandelson
has spoken several times about bol-
stering the government’s role in in-
dustry as a means of helping the
U.K. recover from its worst down-
turn in decades.

The government also has offered
a broad package of guarantees for
U.K. companies and targeted sup-
port to troubled sectors, such as the
auto industry.

One project specifically men-
tioned by Lord Mandelson in the
past is the creation of a new public-
private partnership to channel ven-
ture capital into small, up-and-com-
ing firms.

The new entity would be mod-
eled on the post-World War II Indus-
trial and Commercial Finance Coop-
eration, which provided investment
capital to some 11,000 companies in
its five-decade history.

The ICFC was privatized in 1994,
becoming private-equity firm 3i
Group PLC.

By Laurence Norman

LONDON—The company that
manages Britain’s holdings in the
country’s banks hired businessman
David Cooksey to become its chair-
man, and the chief executive said he
would step down.

U.K. Financial Investments Ltd.,
a government-owned holding com-
pany, said Chief Executive John
Kingman will resign “in due course”
once a successor is found. That pro-
cess, to be led by Mr. Cooksey, is ex-
pected to take several months.

A Treasury spokesman said Mr.
Kingman, a former journalist and
spokesman for Prime Minister Gor-
don Brown when the latter was Trea-
sury chief, made it clear at the time
of his appointment that he would
look to move into the private sector
once UKFI was established.

Mr. Kingman wasn’t available to
comment.

Mr. Cooksey will take over from
Glen Moreno, who has served as act-
ing chairman of UKFI since January.
He will start Aug. 1. Mr. Moreno
wasn’t available to comment.

The change means a business-
man, not a banker, will lead UKFI.
This comes at a time when UKFI is
charged with making decisions
about how and when to sell the gov-
ernment’s stakes in banks and set-
ting guidelines on pay and bonuses
for executives in partly state-owned
lenders. A person familiar with the

situation said Mr. Kingman’s succes-
sor is likely to be someone with a fi-
nancial background.

The management of the govern-
ment’s holdings in the banking sector
is a politically contentious issue. Mr.
Brown will be keen to show that his
bank-rescue plan was a success ahead
of a general election due by mid-2010.

Mr. Kingman took over as chief
executive of the UKFI when the com-
pany was set up last November, fol-
lowing the government’s injection
of some £43 billion ($70.93 billion)
in capital into several British banks.

The UKFI signaled this month
that it could start selling the stakes
in coming months, but the process
likely will take years.

Mr. Cooksey said in a statement
his main task will be to recover the
billions of pounds taxpayers have in-
jected into banks like Royal Bank of
Scotland Group PLC and Lloyds
Banking Group PLC. He was a pio-
neer of the U.K. venture-capital in-
dustry, founding Advent Venture
Partners, a technology-and-bio-
sciences-focused fund, in 1981 and
leading it until 2006.

Trained as an engineer, Mr. Cook-

sey has served as a director of the
Bank of England and chairman of
the Audit Commission and carried
out several reports for the govern-
ment in recent years. He also has
headed the U.K. and European ven-
ture-capital associations. In 2006,
Mr. Brown, as Treasury chief, picked
Mr. Cooksey to lead a commission
on health-research funding.

Mr. Moreno, chairman of Pear-
son PLC, said in February that he
had been planning to step down
from his role, which he did pro bono.
The announcement followed contro-
versy over his position as a trustee
of a Liechtenstein fund at the center
of a dispute over alleged tax eva-
sion.

The Treasury said Mr. Cooksey
will be paid £100,000 a year, with no
bonus or pension.

The UKFI also said Tuesday that
it has taken on formal responsibility
for the government’s investment in
nationalized lender Bradford & Bin-
gley PLC. It also announced that it is
moving out of the Treasury to sepa-
rate accommodations.
 —Alistair MacDonald

contributed to this article.
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Some funds will go
toward developing
low-carbon aircraft
engines.

John Kingman will
resign ‘in due
course’ as UKFI’s
chief executive.
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Gates, visiting Baghdad, says U.S. withdrawal from Iraqi cities is success

Optimism about housing market grows as prices climb

EU penalizes Chinese steel in pre-emptive protectionist move

FROM PAGE ONE

Chinese exports of steel tubes 
into the EU

Revenue in EU steel-consuming industries, 
change from a year earlier

*projection based on data from the first four months of the year
Sources: Global Trade Information Services; Eurofer

Steel threat from China
EU steel producers say tariff increases on imports of Chinese steel pipes 
are needed to prevent buyers from flocking to inexpensive Chinese imports 
during the current downturn.
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and are roughly back at 2003 levels.
And even as some markets are

now showing stabilization, others—
particularly overbuilt cities in the
U.S. South and Southwest—con-
tinue to see sharp declines.

Prices in Las Vegas, for example,
declined 2.6% in May from April and
were down 32% from a year ago, ac-
cording to S&P. Phoenix prices de-
clined 0.9% from April and were
down 34% from May 2008. San Fran-
cisco, Miami and Detroit also contin-
ued to see year-on-year declines of
about 25%.

“While we are optimistic that
home prices could be leveling off, we
absolutely do not expect a vigorous
rebound,” said Stephen Stanley,
chief economist with RBS Securi-
ties.

While the sharp decline in home
prices has been painful for millions
of homeowners, economists credit
it with helping to ignite home sales
and begin clearing the backlog of un-
sold homes leftover from the build-
ing boom. Meanwhile, low interest
rates and the Obama administra-
tion’s $8,000 tax credit for first-

time home buyers have also helped
spur activity, property agents said.

Sales of both new and existing
homes have risen for three consecu-
tive months through June, although
they remain well below their peaks.
Inventories of unsold new homes
are at 8.8 months’ supply, the lowest
since October 2007.

The vacancy rate of all U.S.
homes, which hit 2.9% last year com-
pared with its 1.5% historical aver-
age, declined in the second quarter
to 2.5%. Home builders even are be-
ginning to show some confidence in
the market: An index of builder sen-
timent rose to 17 in July, its highest
since September.

The improvement in housing
likely gave a small boost to U.S. gross
domesticproductinthe secondquar-
ter, economists said. The govern-
ment will report its official estimate
of second-quarter growth on Friday.

But the outlook for a recovery in
housing and the broader U.S. econ-
omy is clouded by the increasing
wariness of U.S. consumers about
the outlook for jobs, income and eco-
nomic growth.

Consumer confidence declined
in July for the second straight
month, the Conference Board, a
New York-based business research
group, said Tuesday. Its index fell to
46.6 in July after surging to 54.8 in
May as the percentage of those say-
ing jobs are “hard to get” increased.

“Manyoftherecenteconomic sta-
tistics show that the economy is be-
ginning to turn, but individuals con-
tinue to sense a weak environment,”
said Michael Moran, an economist
with Daiwa Securities America.

In England and Wales, the num-
ber of homes sold in recent months
is just half of year-ago volumes, re-
flecting the reduced availability of
mortgage finance and potential sell-

ers holding back until prices im-
prove.

The average house sold for
£153,046 ($252,792) in June, which
recorded the first rise since January
2008 in the Land Registry’s index.
The figure lagged 14% below prices a
year earlier.

“The movement does not signal a
return to solid growth, but rather
flattening prices,” the agency’s re-
port said.

Like the U.S., Britain had a credit-
fueled housing boom that has since
turned to bust.

Home prices reported by major
mortgage lenders have been up and
down in recent months, but lenders
and home builders agree that prices
appear to be stabilizing.

The Land Registry data are based
on properties which have sold more
than once, and looks only at England
and Wales, not the whole U.K. as the
mortgage lenders do.

London had the strongest month
with home prices rising 2% to
£301,859, the Land Registry said.
 —Nick Timiraos

and the Associated Press
contributed to this article.
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“out of line.”
Mr. Gates acknowledged that

there had been some early miscues
after the withdrawal, but said U.S.
and Iraqi officials had hammered
out their differences and were coop-
erating closely on security mat-
ters.

“The agreement has changed
the chemistry of the relationship,”
Mr. Gates told reporters. “No-
body’s the boss or the occupier or
however you want to put it, but
there’s a real sense of empower-
ment by the Iraqis.”

Gen. Ray Odierno, the top Ameri-
can commander in Iraq, attributed
the turnaround to a previously un-
disclosed video teleconference in-
volving more than 500 Iraqi and

U.S. officers. Gen. Odierno said the
July 9 session allowed the two
sides to better clarify terms of the
security agreement, drastically re-
ducing the number of disputes over
its implementation.

“What had happened a few
times was that you had some
[Iraqi] commanders who did
frankly not a good interpretation of

the security agreement,” he told re-
porters in his Baghdad office.
“Since then we’ve had significantly
less issues.”

Mr. Maliki recently said that
some U.S. forces might be allowed
to remain in Iraq after 2011, but
Gen. Odierno said he was still oper-
ating under the assumption that
there would need to be a full U.S.
withdrawal from Iraq within the
next 30 months.

U.S. military officials here are
working with the Iraqis on the next
stages of the American drawdown.
Senior U.S. commanders say
roughly 80,000 of the 130,000 U.S.
troops currently in Iraq will leave
the country by August 2010. The re-
maining troops will become part of
a “transition force” charged with

training Iraqi security forces and
protecting American civilian offi-
cials working in the country.

Alongside the planned with-
drawals, U.S. officials hope to build
a long-term relationship with Iraq
that more closely resembles Ameri-
ca’s ties to other Arab allies.

One of the most complicated as-
pects of that shift is Iraq’s request
for advanced American F-16 fighter
jets. In his meetings with President
Barack Obama and other senior
U.S. officials last week, Mr. Maliki
indicated that Baghdad wants to
buy 18 F-16s by the end of 2011 and
as many as 96 by 2020.

Congress would need to sign off
on the Iraqi request before Lock-
heed Martin Corp. could begin
building F-16s for Mr. Maliki’s gov-

ernment, and Gen. Odierno ac-
knowledged that it would be impos-
sible to deliver new fighter jets to
Iraq by 2011.

Iraq has indicated it is prepared
to buy jets from Russia or France if
it can’t obtain them from the U.S.,
and Gen. Odierno said the U.S. had
begun to look for “creative solu-
tions” to deliver F-16s to the Iraqis.

Under one possible scenario,
the U.S. would lend aging F-16s be-
ing retired from the U.S. fleet to the
Iraqis until the new planes are
ready for delivery. A Defense De-
partment official said the proposal
was in its early stages and still
needed to be reviewed by Pentagon
lawyers and, possibly, Congress.

“We don’t know if it’s legal,”
Gen. Odierno said.
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Hopes rise for the U.S. housing market
The S&P/Case-Shiller Home Price Index for 20 U.S. cities rose 
0.5% in May from its April level, its first gain since July 2006. 

Note: Data are not seasonally adjusted               Source: Standard & Poor’s
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been in place since April.
Chinese officials say they are

preparing a case at the WTO
against the EU and U.S. over steel
tariffs. On Monday, the Chinese
Ministry of Commerce issued a
statement saying it was “gravely
concerned” about antidumping du-
ties on Chinese imports in the U.S.
and EU.

“If they impose the tax, that
means we will lose the EU mar-
ket,” says Tan Ling, a manager for
Hengyang Valin Steel Tube Co,
which exports to the EU. The EU
currently accounts for 5% to 10%
of the company’s sales, says Ms.
Tan, who has been to Brussels sev-
eral times to plead her case with
EU officials. The company will try
to compensate by exporting more
to the Middle East and Africa, she
says.

European consumers of Chi-
nese steel imports are also upset
at the new tariffs. “Consumers
have to pay more because the mar-
ket is protected,” says Jan van
Meever, the owner and CEO of Jan
van Meever BV, a Dutch company
that buys steel pipes from China
and resells them in Europe. “It’s
just the way it is these days.”

Chinese exports have flooded
the EU ever since China joined the
World Trade Organization in 2001.
Total shipments to the EU from
China were $357 billion last year,
up from $67 billion in 2000.

The EU’s steel sector, a $250 bil-
lion-a-year business with 420,000
employees, has been vulnerable to
imports because of Europe’s high
labor and environmental costs. Eu-
rofer, the lobby group that repre-
sents European steelmakers, has
lobbied hard for higher tariffs.

In the U.S., the steel industry
has also been on the front lines of
demanding more protection from
Chinese imports.

China came into Europe’s seam-
less pipe market only recently. In
2005, it exported only 35,000 tons
to the EU. Last year, it shipped
552,368 tons. The surge came at
the same time as EU imports of
steel pipes from Russia and
Ukraine were declining, following
the imposition of antidumping du-
ties on imports from those coun-
tries in 2006.

But in those years the global
economy was booming. The Ger-
man export machine was firing on
all cylinders, easily gobbling up
the extra imports from China in

2007 and 2008. That made it diffi-
cult for European producers,
when they filed their complaint in
May 2008, to say they had been “in-
jured” by dumped Chinese im-
ports.

An import is considered to have
been “dumped” when it is sold in a
foreign market at or below cost, in
order to gain market share. Under
WTO rules, the importing country
may retaliate by applying “anti-
dumping” duties. The country
must demonstrate that goods have
been dumped, and that its compa-
nies have lost substantial sales as
a direct consequence.

As the slowdown gathered
steam last year, Europe’s steel-
pipe producers and their lawyers
decided to try another tack. They
argued that while they couldn’t
prove past losses, the threat of fu-
ture injury, in an economic down-
turn, was so overwhelming that
higher tariffs were essential.

“It is likely that low-priced im-
ports will become even more at-
tractive in a market which is in-
creasingly seeking out cost reduc-
tions,” the EU trade commission
wrote in its final report.

Basing a claim on the threat of
injury “is a perfectly legal strat-

egy, but it has simply not, until
now, been used as a matter of EU
policy,” says Nikolay Mizulin, a
Brussels-based trade lawyer with
Hogan & Hartson LLP. This case “is
a sign of growing protectionism
and could open the floodgates to
many more industries who believe
they deserve protection.”

Mr. Mizulin and other trade law-

yers say they expect a host of in-
dustries to ask the EU for protec-
tive tariffs in August. The number
of overall antidumping duties
grew last year to 208 from 164 in
2007. Another increase is ex-
pected this year.
 —Sue Feng in Beijing

and Bai Lin in Shanghai
contributed to this article.

Continued from first page

Iraq wants to buy
as many as 96
advanced American
F-16 fighter jets.
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BP profit drops 53% on lower oil prices
Company reports
it has exceeded
cost-cutting target

By James Herron

LONDON—BP PLC Tuesday
posted a 53% fall in net profit for
the second quarter, hit
by lower oil prices and
weak refining margins,
but the company said it
was beating its cost-cut-
ting targets.

Net profit was $4.39
billion for the three
months ended June 30,
down from $9.36 billion
a year earlier, when oil
prices were near record
highs. However, results
rose from the first quar-
ter, when the company reported
net profit of $2.56 billion.

Revenue fell 49% to $56.56 bil-
lion from $110.98 billion, but was
up 18% from $48.09 billion in the
first quarter.

Total oil-and-gas production
was four million barrels a day, up
4.6%, thanks primarily to the
startup of the 300,000-barrel-per-
day Thunder Horse field in the
Gulf of Mexico. BP indicated that
full-year capital expenditure
would fall below its previous tar-
get of $20 billion in a sign that
costs are declining.

The company said it has already
exceeded its $2 billion cost-
cutting target for 2009 and
is on track to reduce cash
costs by an additional $1
billion before the end of
the year. Refining and mar-
keting costs were down
15% and unit oil- and gas-
production costs fell 12%
on the previous year.

Chief Executive Tony
H a y w a rd s a i d t h i s
progress was the result of
the restructuring he be-

gan after taking charge two years
ago. “Despite the current climate,
we are making good progress in
growing our upstream, turning
around our downstream and driv-
ing cost-efficiency across the

group,” Mr. Hayward said.
BP will see “plenty more” sav-

ings next year as general industry
costs deflate, the CEO added.

Mr. Hayward gave a cautious
outlook for the near future and
said the right balance for the com-
pany was to maintain dividend
and investment at current levels.
The latest economic data sug-

gested any recovery would likely
be sluggish. “We see little evi-
dence of any growth in demand
and expect the recovery to be long
and drawn out,” he said.

Despite the good progress on
costs, BP’s cash flow still doesn’t
balance, Credit Suisse analyst
James Neale said in a research
note. “In the quarter, $6.7 billion
of operating cash flow was more
than offset by $5.2 billion of capex
and $2.6 billion of dividend pay-
ment. The additional $1 billion of
cost savings is an essential,” he
said. “We are not yet seeing the
differential earnings momentum
from the company’s restructuring
program that might make BP an
outperformer.”

Mr. Hayward said BP’s cash in-
flows and outflows will balance at
the end of the year, even with an
oil price close to today’s level.
The company debt ratio remained
a t t h e b o t t o m e n d o f i t s
20%-to-30% target range, giving
it plenty of flexibility to maintain
spending by borrowing.

Lower oil prices also weighed

in first-half net profit at Russian
joint venture TNK-BP Ltd., which
BP owns on a 50:50 basis with a
group of Russian billionaires.

Net profit at TNK-BP fell 57%
to $2.01 billion from $4.69 billion
a year earlier, as revenue dropped
to $14.49 billion from $28.30 bil-
lion.

However, second-quarter net
profit rose sharply to $1.26 billion
from $747 million in the first quar-
ter, while revenue climbed to
$8.16 billion from $6.33 billion.
The company didn’t release sec-
ond-quarter results for last year.

 —Jacob Gronholt-Pedersen in
Moscow contributed to this article.
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‘We see little
evidence of any
growth in demand,’
CEO Tony Hayward
says.

Tony Hayward

Narrowed margins
BP’s net profit/loss, in billions
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Fuel-economy rules to spare BMW, Daimler
Provision exempts
some foreign firms
from tough standards

By Stephen Power

German luxury auto makers in-
cluding BMW AG and Daimler AG’s
Mercedes-Benz are close to benefit-
ting from a U.S. concession that will
allow them and a few other foreign
makers to keep selling cars that emit
more greenhouse gases than those
made by mass-market rivals such as
General Motors Co. and Toyota Mo-
tor Corp.

Under a provision of a plan to
curb greenhouse gas emissions, the
Obama administration has proposed
to set less stringent standards for car
makers that sell fewer than 400,000
vehicles a year in the U.S. That target
defines the major German brands as
well as a few smaller Asian manufac-
turers such as Suzuki Motor Corp.
and Mitsubishi Motors Corp.

The easier targets are expected to
apply to a limited portion of a car
maker’s sales volume, and last for
about four years—unless the govern-
ment grants an extension.

“Once companies become depen-

dent on these provisions, they have
an incentive to hire lobbyists and ex-
ert political pressure to extend those
same provisions,” said John Graham,
who helped craft automobile fuel-
economy regulations under Presi-
dent George W. Bush.

“The German provision”—as it is
known to industry lobbyists—resem-
bles a California law that effectively
exempts some foreign car makers
from having to meet the same emis-
sions standards as their U.S. rivals.
BMW and Daimler declined to say
whether they lobbied for the provi-
sion.

In effect, the provision would
make it easier for Mercedes to keep
selling cars like its $147,000, 12-cylin-
der S600 sedan, rated at 13 miles per
gallon (5.5 kilometers per liter),
while GM or Toyota would be re-
quired to meet tougher mileage stan-
dards with smaller, more efficient
cars.

The rules are expected to be for-
mally proposed later this year by the
Environmental Protection Agency
and the Department of Transporta-
tion to enforce the administration’s
mandate that makers boost the aver-
age fuel efficiency of their fleets to
35.5 miles mpg (or 15 kpl) by 2016.

Executives from most major car
makers doing business in the U.S.

backed Mr. Obama’s fuel economy
plan at a White House ceremony in
May.

“We wanted to make sure that the
entire proposal was something the in-
dustry could support,” said Jody
Freeman, counselor in the White
House Office of Energy and Climate
Change, who helped negotiate the
agreement among car makers.

Between 2007 and 2008, the U.S.
collected $76 million in fines from
German auto makers for violating
fuel-economy regulations, according
to a government report published
this year. The German companies say
the U.S. rules are unfair, since as mak-
ers of sporty, powerful vehicles they
cannot offset their most gas-guz-
zling models with smaller, more fuel-
efficient models as easily as can high-
volume car manufacturers with
broader product ranges.

A spokesman for GM—now major-
ity-owned by the federal govern-
ment—said the Obama administra-
tion’s proposal “creates fewer con-
cerns” than California’s policy be-

cause it is expected to exempt only a
quarter of each qualifying auto mak-
er’s fleet, rather than all vehicles
sold by those companies. It also
would be in effect for only four years,
compared with seven under the Cali-
fornia program.

Other industry experts and some
former government policy makers
take a more critical view of the ad-
ministration’s plan.

David Cole, chairman of the Cen-
ter for Automotive Research at the
University of Michigan, said the pro-
vision would hand “a distinct compet-
itive advantage” to German and
other exempted companies that com-
pete with the major U.S. and Japa-
nese brands in the U.S.

Daniel Becker, director of the
Washington-based Safe Climate Cam-
paign, which advocates tougher regu-
lation of automotive fuel economy
and greenhouse-gas emissions, said
BMW and Mercedes “should be re-
quired to meet the same standards as
General Motors and Ford.”

“Once companies become depen-

dent on these provisions, they have
an incentive to hire lobbyists and ex-
ert political pressure to extend those
same provisions,” said John Graham,
who helped craft automobile fuel-
economy regulations under Presi-
dent George W. Bush.

Spokespeople for Daimler and
BMW said the provision would be
consistent with similar regulations
adopted by the European Union as
well as California regulators.

Vehicles made by Mercedes and
some other lower-volume manufac-
turers, a Daimler spokesman added,
“typically are heavier due to more
safety equipment and enhanced elec-
tronics that are absent from vehicles
in the large-volume manufacturer
segment.”

A spokesman for Porsche AG said
the German sports-car company
“will comply with any future fuel and
emission standards but cannot dis-
cuss the details on how this will af-
fect us until we have seen the key pro-
visions and exact language of the
rules.”

Source: CSM Worldwide
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The BMW 7 Series Active Hybrid Concept vehicle is introduced during the North 
American International Auto Show in Detroit on Jan. 11, 2009.

Special treatment
The Obama administration is considering setting less stringent greenhouse-gas emissions standards for auto makers 
who sell fewer than 400,000 vehicles a year in the U.S.

Japan takes on the Fighting Irish

MARKETPLACE

By Daisuke Wakabayashi

TOKYO—For Notre Dame, it was
like a Saturday from a bygone era.
As Lou Holtz scowled from the side-
line, the Fighting Irish’s big offen-
sive line created gaping holes for a
power running game.

But this time, the opposition
wasn’t Navy, Michigan or USC. The
goal of this team, which was com-
posed of former Notre Dame players
andcoaches, was to win a friendly ex-
hibition against a team composed of
the best football players from Japan.

Though it’s not widely known,
and though it hasn’t gained nearly
as much traction here as other im-
ports like baseball, soccer and golf,
American football has been played
in Japan for 75 years. The country
has the semipro X-League, and
about 5,000 students play at the
high-school level. The audience is
large enough to support an Ameri-
can football magazine called “Touch-
down.” Japan has hosted more than
a dozen preseason National Football
League games since 1989.

Saturday’s exhibition game at
the Tokyo Dome was the stiffest test
yet of Japan’s progress as a football
nation. Tony Rice, the quarterback
from Notre Dame’s 1988 undefeated
national championship team, was ex-

pected to start the game—until his
41-year-old calves buckled under
the weight of two-a-day practices.
Ambrose Wooden, a former safety
who is now a second-year analyst at
Goldman Sachs, started instead.

Though the Japanese team was
less experienced and not nearly as
large, it had good reason to believe
it could hold its own. At the Ameri-
can Football World Cup in 2007, the
Japanese team nearly upset a U.S.
team comprised of college players.
And earlier this year at the Interna-
tional Federation of American Foot-
ball’s Junior World Championship
in Canton, Ohio, a Japanese junior
team nearly knocked off heavily fa-
vored Canada—losing 38-35 on a
last-second touchdown pass.

Brad Brennan, a former Univer-
sity of Arizona wide receiver who
plays for the Fujitsu Frontiers in the
X-League, says the level of play and
coaching has improved during his
six years in Japan. As players get big-
ger, he says, a Japanese player will
eventually play in the NFL.

“It’s going to be sooner than peo-
ple think,” he said.

Saturday’s game had plenty of
big plays. In the first half, Notre
Dame’s Jay Vickers broke through
the defense for a 77-yard gallop to Ja-
pan’s 2-yard line. Mr. Rice snuck the

ball in from the 1-yard line for the
game’s first touchdown. For Japan,
Noriaki Kinoshita, who had gone to
training camp with the Atlanta Fal-
cons, caught three passes for 26
yards. But the team was plagued by
interceptions, and Notre Dame
pounded away with the run, gaining
309 yards on the ground. The final
score: Notre Dame 19, Japan 3.

Mr. Holtz, known for his effusive
praise of opposing teams, lauded the
spirit of the Japan side, saying Japa-
nese football had improved greatly
and that the national squad had
played at the level of a mid-major Di-
vision I-A college football program.

“Getting a compliment in defeat
is somewhat meaningless,” said Kiy-
oyuki Mori, Japan’s national team
coach after the loss. “It’s not about
moral victories.”

There are various explanations
to why football has struggled to take
hold in Japan. “The best Japanese
athletes still play baseball or soc-
cer,” said Naohito Matsumoto, the
publisher of Touchdown magazine.

Mr. Matsumoto from Touch-
down magazine says it will take a
Japanese player playing regularly in
the NFL at a high-profile position
like quarterback or running back be-
fore football can shed its niche sta-
tus in Japan.

THE MART
PUBLIC NOTICES

FAIRFIELD SENTRY LIMITED
FAIRFIELD SIGMA LIMITED

(Both In Liquidation) ("the Companies")
TAKE NOTICE THAT Christopher Stride and Kenneth Krys of Krys & Associates have been jointly ap-
pointed Liquidators of the Companies by the High Court of the British Virgin Islands on 21 July 2009.
FURTHER, TAKE NOTICE THAT the initial meetings of the Companies' Investors and Creditors have been
convened as follows:
Date: 6 August 2009
Times: 10.00am EST / 3.00pm GMT+1 (Fairfield Sentry Ltd)

11.00am EST / 4.00pm GMT+1 (Fairfield Sigma Ltd)
Venues: USA: The offices of Seward & Kissel LLP, One Battery Park Plaza,

New York, NY 10004, USA
UK: The offices of Mercer & Hole Chartered Accountants
The International Press Centre, 76 Shoe Lane, London EC4A 3JB,
United Kingdom
By Telephone: Investors and Creditors may also attend the meeting via telephone
conference. Please contact Phillip Pierson (details below) to obtain dial-in details.

Attendance at these meetings is strictly subject to completion and submission to the Liquidators of a
Claim Form and a Proxy Form (where appropriate), no later than 12 noon (GMT-4) on 5 August 2009.
The Claim and Proxy Forms are both available upon request from the offices of the Liquidators or on
the websites set up for the liquidations as detailed below.

Attendance at both venues is limited and therefore any parties wishing to attend in person are
requested to notify the Liquidators on or before 4 August 2009 of their intentions by contacting Phillip
Pierson (details below).

phillip.pierson@krysandassoc.com / Tel: +1 345 815 8421 / Fax: +1 345 946 6728
Further details and Proxy and Claim forms are available at:
www.fairfieldsentry.com www.fairfieldsigma.com
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The Property Report Still growing
Banco Bilbao Vizcaya Argentaria’s 
net interest income, in billions

Source: the company
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By Alison Tudor

TOKYO—Nomura Holdings
Inc.’s Asia chairman plans to step
down at year-end, marking the most
high-profile executive departure
from the former Lehman Brothers
Holdings Inc. operation the Japa-
nese investment bank acquired a
year ago.

The planned exit by Jasjit Bhat-

tal, who goes by “Jesse,” comes as
Nomura seeks to keep the invest-
ment-banking and financial talent
it gained when it bought Lehman’s
Asian and European arms in Sep-
tember. That acquisition is in-
tended to further its ambitions to
become a global bank.

In an email to staff sent Tuesday
evening and seen by The Wall
Street Journal, Nomura Chief Oper-
ating Officer Takumi Shibata
thanked Mr. Bhattal for his help
bringing Lehman and Nomura to-
gether. “Jesse has a distinguished
track record over the past 20 years
in the investment-banking industry
and in Asia,” he said.

Mr. Bhattal is expected to team
up with Brian O’Connor, another
former Lehman executive who re-
signed as Nomura’s vice chairman
April 30, in an independent venture
focused on Asian financial markets,
said people familiar with the mat-
ter.

Nomura’s ability to retain senior
Lehman staff has been widely re-
garded as a key measure of success
in its effort to integrate Lehman’s
Asian and European arms. It has

pegged Lehman bonuses at bull-
market levels for one and, in some
cases, two years. It has also sought
to promote Lehman personnel to
push the integration. It remains to
be seen whether Nomura will be
able to keep staff when the labor
markets recover and the guaran-
teed bonuses reach their end.

Still, Nomura Wednesday is ex-
pected to report a modest profit for
its fiscal first quarter, ended June
30, after a record loss of 708.2 bil-
lion yen ($7.44 billion) in the fiscal
year ended March 31. Analysts ex-
pect the firm to benefit from a recov-
ery in investment trust sales, big un-
derwriting deals in Japan and im-
proved trading conditions globally.

Mr. Bhattal, 52 years old, was
the primary point of contact be-
tween Nomura and Lehman during
the takeover talks in September, ac-
cording to people familiar with the
matter. He invited Mr. Shibata to
participate in the bidding for Leh-
man assets. He also played a key
part in negotiating the guaranteed
bonuses for Lehman bankers and in-
sisted Nomura take on all of the
bank’s staff in Asia. He turned down

a retention package for himself, the
people said.

But after the deal was com-
pleted there was no room for him
within the inner sanctum of No-
mura, the executive committee,
which is still composed exclusively
of Japanese men. He is a member of
its global wholesale committee,
where investment banking resides
within the organization, and a se-
nior managing director. Mr. Bhattal
will remain as a senior adviser to
Nomura.

At Lehman, Mr. Bhattal was a
member of the investment bank’s
executive committee. He was a con-
tender to become president before
Lehman filed for bankruptcy protec-
tion, said the people familiar with
the matter.

Under Mr. Bhattal’s leadership
as chief executive, Lehman Broth-
ers Asia’s revenue rose nearly sev-
enfold from $425 million in 2001 to
$2.9 billion in 2007. One colleague
said he nurtured the aggressive, en-
trepreneurial culture of Lehman, re-
peatedly telling bankers “don’t be
scared to fail” in meetings and town
hall speeches.

Nomura loses Bhattal, a key ex-Lehman man

Deutsche Bank profit leaps 68%
Debt-trading weakness and bad-loan provisions worry investors, sending stock down 11%

By Christopher Bjork

MADRID—Banco Bilbao Vizcaya
Argentaria SA said second-quarter
net profit rose 35%, as the Spanish
bank cut jobs and boosted its lend-
ing income in Spain while contain-
ing the fallout from a sharp eco-
nomic downturn in Mexico.

BBVA, which like some other
Spanish banks is coming out of the fi-
nancial crisis relatively unscathed,
surprised the market with its largest-
ever quarterly profit, allowing the
bank to quickly bolster its capital
base and gain market share.

“We are, of course, feeling the ef-
fect of the downturn, but we’ve got
our risks firmly under control,”
Chief Operating Officer Jose Ignacio
Goirigolzarri said.

Net profit at Spain’s second-larg-
est bank by market capitalization be-
hind Banco Santander SA rose to Œ1.56
billion ($2.22 billion) from Œ1.16 mil-
lion a year earlier. Revenue climbed
13% to Œ5.49 billion from Œ4.85 billion.

Results were buoyed by strong
lending income. Net interest income
grew 27% to Œ3.59 billion from Œ2.83
billion.

BBVA shares gained 4.5% in
Madrid.

Spanish banks have been report-
ing higher income from lending even
though loan growth has slowed. They
are charging customers more for new
loans and are able to boost margins
because of lower interest rates.
Lower rates generally help banks’
lending margins because their costs
are based on short-term rates, which
reprice lower more quickly than cus-
tomers’ long-term loans might.

Costs fell 2.5% to Œ2.02 billion.
BBVA said it cut 8,404 jobs over the
past year and closed 513 branches.

Asset quality did suffer, with non-
performing loans rising to 3.2% at
the end of June from 1.3% a year ear-
lier. However, bad loans grew less
than in recent quarters.

The bank improved its capital
base, raising the core capital ratio to
6.9% in June from 6.4% at the end of
March, thanks to the record earnings.

Profit from Mexico offered the big-
gest positive surprise, even as the
economy was roiled by the outbreak
of the H1N1 swine-flu virus. First-half
net profit from Mexico fell just 24% to
Œ724 million. “Results in Mexico are
incredible considering the evolution
of the economy,” said Keefe, Bruyette
& Woods analyst Antonio Ramirez.

Spain and Portugal contributed
Œ1.27 billion of profit, down 1.7%
from a year earlier. BBVA’s two other
big divisions—wholesale banking
and South American operations—
posted robust profits of Œ539 million
and Œ463 million, respectively.

By William Launder

And Matthew Karnitschnig

FRANKFURT—Deutsche Bank
AG reported a 68% jump in second-
quarter earnings, as robust trading
income continued to outweigh
weakness in client-focused areas
such as asset management and re-
tail banking.

Deutsche Bank’s net profit rose
to Œ1.09 billion ($1.55 billion) from
Œ649 million a year earlier. The re-
sult was better than many analysts
expected, but a hint of weakness in
the German bank’s debt-trading busi-
ness, coupled with a jump in bad-
loan provisions, stirred investor con-
cern about its future profits. Deut-
sche Bank’s shares tumbled on those
fears to Œ46.09, down Œ5.94, or 11%.

Deutsche Bank’s closely watched
debt-sales and trading revenue to-
taled Œ2.6 billion. Though that was
up about Œ2 billion from a year ear-
lier, it fell short of analysts’ expecta-
tions and was well off the Œ3.8 bil-
lion recorded in the first quarter.

Deutsche Bank’s results show
how banks that weathered the past
year still have months to go in work-
ing out souring loans. At the same
time, Deutsche Bank and others
with capital-raising and trading
arms appear to be struggling to find
a comfort zone when it comes to
gambling on the debt markets.

“The disappointing debt sales &
trading revenue figure…suggests to
us that Deutsche has no more earn-
ings upgrade momentum for the re-
mainder of 2009 and, as such, will not
outperform any further,” research
firm FBR wrote in a note to clients.

Deutsche Bank’s bad-loan provi-
sions rose to Œ1 billion from Œ135 mil-
lion. Included in the latest provision
were Œ433 million in charges related
to two unnamed counterparties.
The provision for bad loans in Deut-
sche Bank’s private and business cli-
ents segment increased 51% to Œ217
million in large part because of dete-
rioration to the bank’s loan book in
Spain’s ailing economy.

“The biggest concern now is the
loan book,” wrote Dirk Becker of Ke-
pler Capital Markets. “Considering
that we are all still in the recession,
this could lead to further problems
in the coming quarters.”

Deutsche Bank, which has weath-
ered the financial crisis better than
other big German banks, didn’t pro-
vide an outlook for the full year.
Chief Executive Josef Ackermann
said the bank’s business model posi-
tioned it well to “take full advantage
of opportunities, as and when busi-
ness conditions improve.”

Deutsche Bank’s Tier 1 capital ra-
tio, an indicator of a bank’s health,
increased to 11% from 9.3% a year
earlier. Return on equity, or the
amount of net profit returned as a
percentage of shareholders equity,
increased to 12.8% from 7.6%.

Revenue leapt 46% to Œ7.94 bil-
lion. Pretax profit more than doubled
to Œ1.32 billion from Œ642 million.

Still, the nature of the profit rise
disappointed some analysts. The in-
crease was driven largely by trading,
which benefited in particular from
growth in interest-rate trading,
money markets and debt trading in
emerging markets. Analysts often see
trading profits as less stable, given
the potential turbulence in markets.

The trading increases were off-
set somewhat by Œ1.4 billion in “spe-
cific charges,” including legal settle-
ments and severance payments.

Markdowns fell significantly to
Œ108 million from Œ2.1 billion, in part
as Deutsche Bank benefited from an
easing of accounting standards.

Despite the drop in write-downs,
Deutsche Bank remains burdened
by so-called level 3 assets, the value
of which is based largely on manage-
ment assumptions and can’t be de-
termined using market prices or
risk models. Level 3 assets totaled

Œ64 billion at the end of the quarter,
even after a 20% reduction from the
end of the first quarter.

After accounting for a number of
capital gains, impairments and other
charges, Kepler’s Mr. Becker said he
considered the earnings below expec-
tations. “We believe Deutsche Bank
has now run its course after almost
reaching book value,” he wrote, plac-
ing his buy rating under review.

Although earnings were driven by
investment banking, Mr. Ackermann
reiterated that the bank continued
taking steps to limit risks and shore
up its capital and liquidity. Deutsche
Bank’s balance sheet has been cut
31% since the end of June 2008, as cal-
culated using U.S. generally accepted
accounting principles, it said.

The bank also announced it
would extend Mr. Ackermann’s con-
tract until 2013.
 —Carrick Mollenkamp

contributed to this article.

Returning home?
Two U.K. deals backed by
securities do not a recovery
make > Page 29

CORPORATE NEWS

A reality check
Deutsche Bank’s net profit/loss, in billions

Source: the company
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Josef Ackermann, CEO of Deutsche Bank, arrives Tuesday
for a hearing of the Hypo Real Estate Parliamentary
investigation committee in Berlin. Deutsche Bank posted a 
68% rise in net profit

BBVA net jumps
35% to a record;
Mexican surprise

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

Don’t call it a comeback? CMBS re-emerge
Pair of property issues
are first in two years;
doubts about revival

By William Boston

SPECIAL TO THE WSJ
With increasing signs of recov-

ery in the U.K. property market, real-
estate investors are excited about
what appear to be the first deals to
come to market in two years backed
by commercial real-estate assets.

First, U.K. retailer Tesco PLC in
June launched a £430 million ($709
million) sale-and-leaseback of 12
Tesco stores. The deal was fi-
nanced by issuance of fixed-rate
notes secured by 14 properties.
That deal was followed last week
by Land Securities Group PLC, the
U.K. real estate investment trust,
which issued a £360 million bond
backed by the commercial lease on
a building it rents on a long-term
lease to the British government’s
Home Office. As far as tenants go, it
doesn’t get much more solid that
that.

These deals sparked talk in the
property-trade press of a renais-
sance of securitized debt transac-

tions. But two issues, marginally
backed by property assets, do not a
summer comeback make. They of-
fer an indication of what kind of se-
curitization may become more com-
mon as the recovery gains a footing
and confidence returns. But they
don’t signal the major recovery of
commercial-mortgage-backed se-
curities, or CMBS, that investors
have been craving.

The CMBS industry grew as a
way to finance property invest-
ment by issuing bonds backed by
cash flows from commercial prop-
erty. By the height of the boom, Citi-
group estimates some $8 trillion
worth of assets around the world
were financed by this kind of securi-
tized debt. Since the crisis, the mar-
ket has dried up, and many CMBS
note holders are suffering losses as
borrowers default and the prop-
erty value falls below the value of
the debt.

The Tesco and Land Securities
issues are a small step back into se-
curitization, but the deals are hy-
brid, conservative structures and
not really traditional CMBS, which
are bonds secured directly by the
property and sold with floating in-
terest rates.

“These types of deals also oc-

curred at the start of the European
CMBS market. So, in a way, we are
returning to our roots and getting
back to basics,” says Hans Vrensen,
co-head of securitization research
at Barclays Capital in London.

Starting over with securitiza-
tion means primarily simple bonds
based on fixed interest rates rather
than the complex structures and
floating interest rates that made up
the bulk of the market before the

crisis and that carried a high risk.
Both Tesco and Land Securities, for
example, issued fixed-rate bonds
targeted mainly at pension funds
and other institutional investors.

The Tesco bond was arranged
by Goldman Sachs Group Inc.,
backed by income-producing prop-
erties and priced at 3.3 percentage
points above 20-year gilts, pricey
compared with the peak of the mar-
ket. It was three-times oversub-

scribed, according to Tesco.
The Land Securities bond was

backed by the commercial lease on
the property at Queen Anne’s Gate
in the Westminster government dis-
trict of London. It was priced 1.45
percentage points above ten year
gilts and closed on July 22. It was ar-
ranged by HSBC Holdings PLC.

“These recent deals are appeal-
ing to the long-dated, fixed-rate,
Sterling investor base that consists
of mostly pension funds and insur-
ance companies,” says Mr.
Vrensen.

While the Tesco and Land Securi-
ties bonds may mark the return of
simple, fixed-rate issues, investors
still have no appetite for complex
CMBS, say analysts.

“There is a huge demand for
credit, and smart financiers will
find ways to fill some of the need,”
said John Lutzius, property analyst
with Green Street Advisors, a prop-
erty broker, in London. “Investors
will demand very clear structures,
good credit and attractive pricing.”

Also, for now, the quality of
many European CMBS issued dur-
ing the boom years is continuing to
deteriorate, with large bonds falling
into default and investors beginning
to take losses on existing issues.

THE PROPERTY REPORT

Source: Standard & Poor's

Calm before the storm
European CMBS delinquency has slowed, but is expected to worsen

2008 2009
0

1

2

3

4%

Delinquency rate for sterling-denominated senior loans

Delinquency rate for euro-denominated senior loans

BUSINESS REAL ESTATE
UNITED STATES

CANADA UNITED STATES

AUCTIONS INVESTMENT PROPERTIES

NEWFOUNDLAND
Portauxbasque

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

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

judefitz@yahoo.com
www.haroldfitz.com

FL/GA TIMBERLAND
OPPORTUNITY

73,200 acres Available.
One of the best timberland investment
packages with future development

potential that we have ever offered. Make
an investment in a tangible asset.

Contact Ralph Long.

St. Regis Paper Co.
478-987-9700

cancunmarinaforsale.com

CANCUN
MEXICO

MARINA
FOR SALE

Where Real Estate
Professionals

Conduct Business

To list your commercial real estate,

Call 44-20-7842-9600 or 49-69-971-4280
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Beer makers brew new packaging
MillerCoors hopes
‘Home Draft’ system
helps it stand out

By David Kesmodel

MillerCoors LLC has begun test-
ing the sale of $20 draft-beer sys-
tems for consumers to drink at home,
part of a string of new products and
package innovation from beer giants
grappling for market share in a
crowded, slow-grow-
ing industry.

MillerCoors, the
second-largest U.S.
brewer by revenue,
has begun testing
the 1.5-gallon
“Home Draft” for
its biggest brands—
Miller Lite and
Coors Light—in
about a half-dozen
cities, including Dal-
las, Phoenix and San
Diego. The boxed
product, which is de-
signed to fit into re-
frigerators for drink-
ers to consume peri-
odically, rather
than for one-time
party use, comes
amid packaging
overhauls by the
U.S. units of Heineken NV and An-
heuser-Busch InBev NV.

Sales of major U.S. beer brands
are struggling as some recession-
weary consumers drink less or
switch to cheaper brews. Many of the
top-selling brands showed declining
sales volume at retailers in the 13
weeks through July 12 compared
with a year earlier, according to mar-
ket tracker Information Resources
Inc. Anheuser’s Bud Light, the No. 1
brand, saw its sales volume slide
5.5%, while Heineken, the No. 9 seller,
fell 15%. (The figures exclude sales at
certain retailers that don’t share
data with such research firms.)

“In this economy, we are seeing
an increase in packaging innovation”
in consumer-goods industries, said

Kara Gruver, head of the North Amer-
ica consumer-products practice at
consulting firm Bain & Co. “In many
cases, it can be less costly [than creat-
ing a new product] and a very effec-
tive form of innovation.”

Chicago-based Miller Coors, a
U.S. joint venture of SABMiller PLC
and Molson Coors Brewing Co., is
testing home-draft packages at a
time when one of its major brands,
Miller Lite, is mired in a prolonged
slump. Despite a new advertising
campaign this year aimed at revitaliz-
ing the brand, Miller Lite’s retail

sales fell 7.5% by volume in the recent
period tracked by Information Re-
sources.

Sister brew Coors Light, on the
other hand, continues to post sales
gains. Analysts attribute its long-run-
ning success in part to innovations in
packaging, such as “cold-activated
bottles,” whose labels turn blue
when the beer inside cools to a cer-
tain temperature.

MillerCoors’s new Home Draft
systems are meant to be placed up-
right in a refrigerator, which will
keep the beer fresh for about 30 days.
The price per ounce is more than 50%
higher than for a case of the same
beer.

The product, which is recyclable,
is aimed at the 30% of beer drinkers

who say they prefer draft beer to the
bottled or canned variety, said Andy
England, chief marketing officer at
MillerCoors. “We’re really trying to
meet that occasion when you just got
back from work and want to reward
yourself,” rather than “the party occa-
sion,” he said.

Home Draft—which carries about
5.7 liters—bears some similarities to
Heineken’s five-liter DraughtKeg,
which the Amsterdam-based brewer
introduced in the U.S. in 2005. But
the DraughtKeg generally is de-
signed to consume all at once, unless

drinkers buy an optional BeerTender
countertop chilling system, which is
sold at retailers for about $200.

The performance of the Draught-
Keg may hint at the challenge Miller-
Coors could face to woo consumers.
The DraughtKeg enjoyed an explo-
sive start in the U.S., but Heineken
pulled back on distribution as sales
cooled and the company learned the
product is most popular around holi-
days, the football season and other
social occasions.

Heineken this month began test-
ing the sale of Newcastle Brown Ale
in the DraughtKeg format—about
$20 at retailers—in Chicago, Minne-
apolis and Southern California. The
company continues to focus on inno-
vation in packaging “in a way that re-

inforces the premium nature of” its
brands, said Christian McMahan,
chief marketing officer at Heineken
USA.

The U.S. unit of Leuven, Belgium-
based Anheuser plans to unveil new
can and box designs for brands such
as Bud Light when the football sea-
son gets under way next month. As
part of the shift, the company says it
intends to better leverage its sponsor-
ship of the vast majority of National
Football League teams by creating
packages showing the colors or logos
of teams such as the Pittsburgh Steel-

ers. Meanwhile, it also
will roll out pack-

ages with generic
colors tailored to
college teams in
specific regions—
such as red-col-
ored cans in Ne-
braska, home of
the University of
Nebraska’s Corn-
huskers.

“It’s an oppor-
tunity to tap into
the passion peo-
ple have for their
teams,” said
Dave Peacock,
president of An-
heuser’s U.S.

arm, which is the
biggest American

brewer by sales. The company’s re-
search has shown that the most loyal
consumers of its light beers “associ-
ate with sports in a dramatic way.”

Brewers including Anheuser also
plan some new beers in addition to
new packaging. Anheuser intends to
test Budweiser Select 55—a brew
with just 55 calories—in several mar-
kets later this year, as it tries to com-
pete better with MillerCoors’s MGD
64, a 64-calorie brew that is off to a
strong start. Mass-market brews
such as Bud Light, Miller Genuine
Draft and Budweiser are roughly in
the 100 to 140 calorie range.

Both packaging and product inno-
vation is vital to helping big beer
brands boost sales, said Brian
Sudano, managing director of BMC
Strategic Associates in New York,
who consults beverage makers.

Recent packaging
innovations for MillerCoors,
Newcastle and Bud Light

Acciona’s profit rises sharply on Endesa sale
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By Sharon Terlep

And Christoph Rauwald

General Motors Co. sees legal
and practical impediments in a re-
vised offer for its Opel and Vaux-
hall units led by Magna Interna-
tional Inc.

GM Vice President John Smith
said Tuesday that his company
hasn’t specified its preference for a
bidder for the European brands, but
added that talks with Magna have
hit a potential roadblock.

The new bid from the Cana-
dian/Austrian car-parts maker “var-
ied from the negotiations we had in
the previous weeks and contained el-
ements around intellectual prop-
erty and our Russian operations
that simply could not be imple-
mented,” Mr. Smith wrote in his
blog on GM’s corporate Web site.

“GM has partners in other parts
of the world who have joint owner-
ship of these assets... We simply
could not execute the deal as submit-
ted,” Mr. Smith wrote, noting that
discussions with Magna continue
“in earnest.”

Magna is requesting sweeping
rights to Opel’s intellectual prop-
erty in Russia, said a person familiar
with the situation.

Mr. Smith wrote that the rival
bid by Belgian investment group
RHJ International SA “would repre-
sent a much simpler structure and
would be easier to implement.”

“It would require less monetary
participation by the [German] gov-
ernment and would keep our global
alignments solid, while still creat-
ing an independent Opel/Vauxhall
organization in Germany,” Mr.
Smith wrote, adding that this offer
remains “a reasonable and viable op-
tion to be considered.”

He said GM still believed that a
deal for Opel and Vauxhall could be
closed by the end of September.

Magna teamed up with Russian
auto maker OAO GAZ Group and
state-controlled OAO Sberbank in a
bid under which the consortium
would invest between Œ500 million
($712 million) and Œ700 million of
their own money in Opel/Vauxhall
and seek Œ4.5 billion in government
loan guarantees. Magna and Sber-
bank would each take a stake of
27.5% under the proposed deal.

The bid enjoys political support
in Germany and Russia as well as
from Opel’s powerful labor unions.

Under its new bid, Magna and its
Russian partners are willing to pro-
vide Œ350 million when signing the
deal and Œ150 million in convertible
bonds, a German government offi-
cial said Tuesday. Previously, the
group offered Œ100 million to be
paid on signing the deal and Œ400
million in loans, which gradually
would be transformed into equity.

In May, the German government
agreed to provide Œ1.5 billion in
bridge financing to keep Opel afloat
as its U.S. parent filed for bank-
ruptcy. At the time, GM signed a non-
binding memorandum of under-
standing with Magna. But RHJ
emerged as a serious contender in
the meantime.

In a preliminary offer document,
RHJ aimed to invest Œ275 million for
a 50.1% stake in Opel, requesting
Œ3.8 billion in government funding.

Labor representatives have
voiced concerns that RHJ could sell
Opel back to GM again after a re-
structuring. GM hopes to present an
offer from either Magna or RHJ to
its board of directors on Monday.

Acciona’s profit rose sharply on gains related to the sale of its Endesa stake. Pictured,
a technician inspects a solar panel at the company’s power station in Portugal.

CORPORATE NEWS

GM sees hurdles
in Magna’s bid
for Opel, Vauxhall

By Juan Montes

And Bernd Radowitz

MADRID—Acciona SA of Spain
on Tuesday posted a sharp in-
crease in first-half net profit
thanks to gains from the sale of its
Endesa SA stake, but the economic
downturn ate into its revenue
amid declining electricity demand
and prices.

The energy and infrastructure
company said net profit came to
Œ1.2 billion ($1.71 billion) in the
first half from Œ270.3 million a
year earlier.

Revenue dropped 12% to
Œ2.93 billion from Œ3.32 billion be-
cause of falling electricity prices
in Spain and a downturn in the con-
struction sector.

Earnings before interest, taxes,
depreciation and amortization, or
Ebitda, fell 18% to Œ393 million

In February, Acciona agreed to
sell its 25% stake in Endesa to Enel
SpA of Italy for Œ11.11 billion in
cash and renewable-energy as-
sets, after coming under pressure
from its creditors to shore up its fi-
nances. Acciona’s net debt stood

at Œ7.35 billion at the end of the
first half, down sharply from Œ17.9
billion at the end of the year. How-
ever, Acciona took on Œ2.35 billion
in new debt for new investments,
including the purchase of energy
assets from Endesa as part of the

deal with Enel. Without debt
linked to Endesa, Acciona’s debt at
the end of 2008 would have been
Œ5 billion, the company said.

Energy, mostly from renewable
sources, contributed 61% of Accio-
na’s Ebitda in the first half. The

company invested Œ593 in its en-
ergy unit, 76% of its overall invest-
ments when excluding the pur-
chase of the Endesa assets.

On a conference call, Acciona’s
managing director for corporate
development, Juan Muro-Lara,
said the company expects to in-
vest about Œ1.3 billion in its en-
ergy unit in 2009. Next year, the
company plans to install as much
as 550 megawatts in wind-power-
generation capacity, he added. At
the end of the first half, Acciona
had 5,819 megawatts in installed
wind-energy-generation capacity.

Separately, Endesa, said its
first-half profit dropped 62% to
Œ2.26 billion from Œ6 billion a year
earlier, as the company had fewer
extraordinary gains from asset dis-
posals. Revenue slipped 1.8% to
Œ11.16 billion from Œ11.37 billion.

Last year, Endesa, which is now
92%-owned by Enel, booked a
Œ4.55 billion capital gain from as-
set disposals to German power gi-
ant E.ON AG. This year, the com-
pany received Œ1 billion from the
sale of energy assets to Acciona.

Th
e

co
m

pa
ni

es

T H E WA L L ST R E ET JO U R NA L . WEDNESDAY, JULY 29, 2009 5

Football’s new U.S. footing spurs dilemma
Do fans adopt MLS
or root globally?
Sounders make noise

By Matthew Futterman

And Nick Wingfield

When it comes to sports, one of
the stubbornest examples of Ameri-
can exceptionalism is the use of the
word “soccer.” Some six billion peo-
ple around the world have chosen to
call it “football.” We don’t care.

But in recent months, this sport—
the one with the ball and the net—
seems to have taken a tentative step
forward. As Major League Soccer,
the leading American professional
league, prepares to hold its All-Star
game Wednesday at Rio Tinto Sta-
dium in Utah, there is growing evi-
dence that America’s parochial atti-
tude toward this game is quickly fad-
ing.

Last month the U.S. men’s na-
tional team captured the world’s
imagination—and some four million
U.S. television viewers—as it nearly
knocked off Brazil to claim the
game’s third most important inter-
national trophy, the Confederations
Cup.

Sunday’s Gold Cup final between
the U.S. and Mexico drew nearly
80,000 fans to Giants Stadium in
New Jersey, while some two million
Americans will attend games this
summer featuring some of the best
European club teams. U.S. broad-
cast rights to the UEFA Champions
League sparked a bidding war be-
tween ESPN and Fox, and an MLS ex-
pansion team in Seattle has become
the city’s hottest summer ticket. By
next year MLS will have nine foot-
ball- specific stadium, offering the
same cozy atmosphere of arenas
throughout Europe.

Those signs of strength, com-
bined with one of youth sports’
strongest participation rate, have
even the game’s staunchest tradi-
tionalists believing that much-
hyped, always just-around-the-cor-
ner event known as the U.S. football
boom may finally be upon us.

“The American investors who
are investing abroad should invest
here,” said Joseph “Sepp” Blatter,
president of FIFA, the game’s world
governing body. Mr. Blatter became
convinced of the country’s football
potential on a recent trip when he
saw vast fields near Chicago filled
with boys and girls playing the
game with their mothers and fa-
thers in tow. “It’s the best market.”

The question today isn’t whether
Americans will ever see football as
more than a fine sport for children to
play—but whether it can become
what it is to the rest of the world: a vig-
orous and passionate spectator sport.
And if it does succeed in generating
loyal fans, what form will it take?

Should Americans invest in their
own league or adopt allegiances to
the major European clubs like FC
Barcelona and Manchester United?
Should they buy season tickets at
home, or save their pennies for the
rare occasions when the World Cup
or another top international compe-
tition takes place and the U.S. na-
tional team makes a run?

For American sports fans, the ex-
perience is a new one. To be a foot-
ball fan in most of the world is to
abandon simplicity and yield to a
global alphabet soup of federations,
associations, leagues, competitions

and cups. It is to cheer wildly for a
player on your national team only to
call for his head two weeks later
when his professional club arrives
to play yours.

For MLS commissioner Don Gar-
ber, the challenge is nothing less
than teaching American fans an en-
tirely new way of following a sport
in a country long spoiled with root-
ing for the world’s best. To be a foot-
ball fan is to be a citizen of the world
and to do what fans in nearly every
other country do—care passion-
ately about a local team, even if it’s
mediocre and plays in middling
league, and follow with a combina-
tion of envy, hatred and admiration
the best teams and leagues, wher-
ever they are.

“At their base level, sports are lo-
cal and they are tribal,” Mr. Garber
said. “It’s got to be about that experi-
ence of a father and a son or a daugh-
ter going to a game and sharing
something as they root for their lo-
cal team together.”

The best example of this is hap-
pening in Seattle. In their first sea-
son, the second-place Sounders
(7-3-8) have smashed MLS season-
ticket sales records. Attendance for
its home games—averaging about
30,000—is the best in the league by
nearly 10,000. The raucous fans,
who chant and sway throughout the
games at Qwest Field, produce bet-
ter turnout on average than Seat-
tle’s mediocre baseball team, the
Mariners.

Majority owner Joe Roth, the
former chairman of Walt Disney Stu-
dios, says his dream is to make foot-
ball a “mainstream sport in an Amer-
ican city. I think we’re on the way.”

By next spring, MLS will have
nine football-specific stadiums, in-
cluding the $200 million Red Bull
Arena just eight kilometers from the
Manhattan skyline. Expansion fran-
chises in MLS now sell for $40 mil-
lion. In its 14th season, MLS has
moved far beyond the North Ameri-
can Soccer League, the country’s
first attempt at top-level profes-
sional football, which lasted from
1968-1984.

Nevertheless, the MLS is not, by
any means, guaranteed to succeed.
Attendance at most MLS games
hovers around 15,000, and the
league’s television audience on
ESPN remains small. Because sala-
ries and opportunities for improve-
ment are so much better abroad,

the best American players tend to
leave as soon as they get the
chance, giving fans here far less in-
centive to embrace their home-
grown stars. Striker Clint Dempsey
and defender Oguchi Onyewu had
heroic, breakout performances in
the Confederations Cup. Mr. Demp-
sey left the Houston Dynamo for
Fulham in England in 2007. Mr. On-
yewu, a star in the Belgian League
this year, signed with A.C. Milan
earlier this month. SUBBED: At
Wednesday’s All-Star game, pit-
ting the MLS stars against Eng-
land’s Everton FC, the Galaxy’s
Landon Donovan may be the best
American player on the field, but
Everton’s goalie, American Tim
Howard, is a close second.

“You must have a league that is
credible,” Mr. Blatter, of FIFA said of
the U.S., which doesn’t even hold its
season when the rest of the world
does. “You have good players, but

you must keep them here.”
In many ways, the greatest dan-

ger for America’s domestic football
league is the changing nature of the
world. The global sports television
market now allows avid fans in the
U.S. to ignore MLS and instead fol-
low the world’s best teams, and big-
gest competitions, from afar. The
U.S. team’s loss to Brazil in the Con-
federations Cup set an American
record for a non-World Cup televi-
sion audience. And more than two
million U.S. viewers watched the
Spanish club team Barcelona topple
Manchester United on a Wednesday
afternoon in May in the Champions
League final on ESPN. ”It’s so much
more of a sophisticated fan than it
was even five years ago,” said Char-

lie Stillitano, senior executive for
CAA, the agency putting on this sum-
mer’s World Football Challenge, a
four-team round robin tournament
featuring A.C. Milan, Inter Milan,
Chelsea and Club America. “It used
to be you’d get the Irish or the Eng-
lish or the South American fans com-
ing out. Now you’ve got third and
fourth generation Americans who
are just fans of the sport.”

Top European clubs, sensing an
openingin the U.S.market,have been
establishing beachheads here and
looking for ways to develop play-
ers—if not fans. SUBBED: The horri-
ble south Florida economy earlier
this year put the kibosh on plans by
FC Barcelona and partners to startan
MLS expansion team in Miami. Joan
Oliver, CEO of FC Barcelona, says the
U.S. is a “strategic market” and the
clubisstill looking foropportunities.

In ten or 15 years, Mr. Oliver
thinks MLS teams can be competi-

tive with leagues in Brazil and Argen-
tina, though he says parity with Eu-
ropean leagues may remain more
elusive. Interest in the sport will be
catalyzed, he says, when a superstar
American player finally manages to
break out in Europe. “You need a
Lance Armstrong of soccer to show
the American market that they are
able to be number one,” he says.

In the meantime, huge chal-
lenges remain. During its U.S. tour
last summer, FC Barcelona held a
training session one evening in Cen-
tral Park. The team, including super-
star Thierry Henry, practiced in a
part of the park’s North Meadow
that serves as the outfield for sev-
eral softball fields. As warm-ups be-
gan so did the calls from the clueless

nearby beer league softball games
for Barcelona to “Get the —— off the
field.”

Ultimately, success and credibil-
ity in football, as in any sport, comes
down to winning. The formula for
football success in the U.S. probably
is not that different than in Ger-
many, Brazil, Argentina, Portugal or
Spain, where a single team, or per-
haps two, usually dominates the do-
mestic league then challenges the
world’s best for a championship.
The next one is the FIFA Club World
Cup in the United Arab Emirates in
2011.

“We’ve seen what happens and
the excitement it generates when
the national team plays deep into an
international tournament,” Mr. Gar-
ber said. “What we need is one of our
clubs to do the same thing against
the best foreign clubs, and we’re
probably a little ways off from that.”

Clint Dempsey of the U.S. celebrates scoring the opening goal during the FIFA Confederations Cup Final against Brazil at the Ellis Park Stadium June 28 in Johannesburg.
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EADS reports profit rose 76%
Airbus maker warns
A400M program
may cripple finances

By David Pearson

PARIS—European Aeronautic
Defence & Space Co. NV Tuesday
reported a 76% jump in second-
quarter net profit, but warned
that the troubled Airbus A400M
military airlifter program may be-
come a severe financial drag.

Revenue rose 19% to Œ11.73 bil-
lion ($16.7 billion), partly reflect-
ing increased deliveries of large
commercial jets by Airbus. Net
profit in the three months ended
June 30 rose to Œ208 million from
Œ118 million.

For the first half, foreign-ex-
change fluctuations contributed
to a 23% fall in earnings before in-
terest and tax to Œ888 million. But
the main driver of the fall was a
Œ191 million charge against the
A400M program, of which Œ71 mil-
lion was in the second quarter.

The A400M program may gen-
erate yet more “substantial” hits
to profits, EADS said. EADS is
widely expected to make more
A400M provisions later this year
on top of the Œ2.3 billion it has set
aside already.

The seven North Atlantic
Treaty Organization governments
that have ordered 180 of the mili-
tary transport aircraft agreed last
week to continue negotiations
with EADS regarding financial and
technical aspects of the Œ20 bil-

lion contract, which is already run-
ning more than three years late.

Chief Executive Louis Gallois
said the company won’t have a
clear view on the possible finan-
cial implications of the A400M un-
til the end of this year.

Because of missed milestones
on the A400M program—the plane
was supposed to be flying by now
but the first flight isn’t likely be-
fore the turn of the year—cus-
tomer governments withheld
Œ400 million in advance payments
from EADS.

That, together with a buildup
of inventories at Airbus, contrib-
uted to a Œ948 million cash out-
flow in the first half.

The company said Airbus
would deliver as many planes in
2009 as last year, when it deliv-
ered 483 planes.

Chief Financial Officer Hans Pe-
ter Ring told analysts that he can’t
rule out that deliveries might
reach 500.

EADS reaffirmed its belief that
Airbus would book up to 300 new
orders in 2009, though this would
be challenging.

EADS tweaked its free cash
flow guidance, however, saying it
now expects to consume about Œ1
billion of free cash flow this year,
not taking into account customer
financing or the negative impact
of the A400M program.

In May, the company said the cash
burn shouldn’t exceed Œ1.5 billion.

Profitability at Airbus, which
accounted for 69% of EADS’s reve-
nue, deteriorated in the first half,
with Ebit down 27% at Œ519 mil-
lion, giving an Ebit margin of 3.7%
compared to 5% a year before.

Airbus’s Ebit margin was 5.3%
in the second quarter.

EADS said it still expects to de-
liver 14 of its flagship A380 super-
jumbos in 2009, but noted that costs
of that program, which has been be-
set with development snags, “are
still higher than expected.”

CORPORATE NEWS

By Maria Abi-Habib

Abu Dhabi’s Aabar Investments
PJSC said it will pay $280 million for
a 32% stake in Virgin Group’s com-
mercial space-travel start-up, Vir-
gin Galactic, in a move aimed at ad-
vancing the oil-rich emirate’s plan
to become a hub for scientific re-
search and innovation.

The stake sale is the first step in a
strategic partnership between Aa-
bar and Virgin to create the world’s
first commercial spaceline, the com-
panies said in a joint statement. The
transaction, subject to regulatory
clearances in the U.S. and else-
where, values Virgin Galactic at
about $900 million.

Virgin Galactic expects Aabar’s
capital injection to fully fund the
company as it begins commercial op-
erations. “The initiative will lever-
age the solid financial backing of Aa-
bar and the pioneering technology
and strong global relationships of
Virgin Galactic,” said Richard Bran-
son, Virgin Group’s founder.

Aabar is 71%-owned by the Inter-
national Petroleum Investment
Co., or IPIC, which is fully owned by
Abu Dhabi’s government.

The deal will see Aabar construct
“spaceport” facilities in Abu Dhabi,
and the company has committed
$100 million to fund a small satellite
launch capability. Aabar will also
“gain exclusive regional rights, sub-
ject to regulatory clearances, to host
Virgin Galactic tourism and scien-
tific research space flights,” the
statement said.

Virgin Galactic’s flights to space
will start operating from the Mojave
spaceport in California, according
to its Web site. A representative for
Aabar couldn’t say when the flights
will be offered in Abu Dhabi.

Tickets to space are priced at
$200,000 each and 300 people have
prebooked with Virgin Galactic,
handing over $40 million in depos-
its, a Virgin Galactic spokesman told
Zawya Dow Jones.

Virgin Galactic also hopes to ex-
ploit scientific research opportuni-
ties that will open once the U.S. Na-
tional Aeronautics and Space Admin-
istration ends its shuttle program in
2010. However, a NASA official cau-
tioned that venturing into space is
costly, dangerous and difficult.

 —Kaveri Niththyananthan in
London contributed to this article.

Going up
EADS’s net profit, in millions

Source: the company 
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 22.60 $25.52 –0.21 –0.82%
Alcoa AA 31.20 11.26 –0.04 –0.35%
AmExpress AXP 18.50 27.68 –0.70 –2.47%
BankAm BAC 230.20 13.34 0.25 1.91%
Boeing BA 6.60 43.25 1.01 2.39%
Caterpillar CAT 16.20 42.90 0.04 0.09%
Chevron CVX 8.00 68.34 –0.51 –0.74%
CiscoSys CSCO 37.40 21.93 0.09 0.41%
CocaCola KO 7.30 49.39 –0.13 –0.26%
Disney DIS 10.10 26.37 –0.08 –0.30%
DuPont DD 7.50 30.10 –0.26 –0.86%
ExxonMobil XOM 19.60 71.89 –0.86 –1.18%
GenElec GE 102.10 12.52 0.20 1.62%
HewlettPk HPQ 10.80 41.98 0.14 0.33%
HomeDpt HD 10.90 25.39 0.23 0.91%
Intel INTC 56.10 19.37 –0.10 –0.51%
IBM IBM 5.30 117.28 –0.35 –0.30%
JPMorgChas JPM 26.60 38.08 –0.05 –0.13%
JohnsJohns JNJ 8.40 60.92 –0.35 –0.57%
KftFoods KFT 6.80 28.47 0.21 0.74%
McDonalds MCD 8.00 56.47 0.50 0.89%
Merck MRK 19.70 30.02 –0.75 –2.44%
Microsoft MSFT 66.90 23.47 0.36 1.56%
Pfizer PFE 72.80 16.03 –0.59 –3.55%
ProctGamb PG 7.10 55.71 –0.07 –0.13%
3M MMM 4.20 69.88 –0.03 –0.04%
TravelersCos TRV 2.90 43.35 –0.19 –0.44%
UnitedTech UTX 4.90 52.44 0.33 0.63%
Verizon VZ 15.60 31.40 0.40 1.29%
WalMart WMT 11.10 48.92 –0.05 –0.10%

Dow Jones Industrial Average P/E: 14
LAST: 9096.72 t 11.79, or 0.13%

YEAR TO DATE: s 320.33, or 3.6%

OVER 52 WEEKS t 2,300.84, or 20.2%

 Note: Price-to-earnings ratios are for trailing 12 months
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Behind global deals: Bank revenues from equity capital markets

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

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

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

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

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

Rallye "1,031" –36 –186 –295 BP  35 ... –1 –4

M real "1,869" –28 –257 "-2,056" Ciba Hldg  25 ... –2 –5

Old Mut  625 –27 –65 –146 Pilkington Group 106 ... –8 –21

Std Chartered Bk 94 –23 –45 –61 Royal & Sun Alliance Ins 36 ... –6 –15

Alcatel Lucent 715 –23 –47 –79 Compass Gp  37 ... –2 –8

Contl 724 –23 –158 –160 Klepierre 258 ... –13 –49

Norske Skogindustrier "1,146" –23 –68 –93 Glaxosmithkline  49 ... –2 –11

Rhodia 773 –21 –53 –213 Pearson  36 1 –13 –18

Intl Pwr 486 –19 –26 –140 Grohe Hldg  1998 2 –171 –204

Nationwide Bldg Soc 145 –18 –25 –25 Accor 132 3 –9 –7

Source: Markit Group

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

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

Banco Bilbao Viz Spain Banks $56.9 10.71 4.49% –8.2% –33.9%

Sanofi-Aventis S.A. France Pharmaceuticals 87.6 46.98 1.93 0.1 –36.0

Roche Hldg Part. Cert. Switzerland Pharmaceuticals 109.3 167.20 1.52 –10.3 –23.7

Telefonica S.A. Spain Fixed Line Telecomm 116.5 17.46 1.33 6.1 32.7

Banco Santander Spain Banks 115.4 9.98 0.86 –12.8 –7.5

Deutsche Bk Germany Banks $40.6 46.09 –11.42% –20.2 –46.4

BNP Paribas S.A. France Banks 72.1 48.63 –5.07 –21.9 –35.2

Rio Tinto U.K. General Mining 59.0 23.38 –4.67 –44.9 3.5

Anglo Amer U.K. General Mining 40.6 18.36 –4.67 –34.5 –18.2

UniCredit Italy Banks 46.2 1.95 –4.66 –39.0 –61.3

...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

Tesco 47.9 3.70 0.85% –0.9% 3.8%
U.K. (Food Retailers & Wholesalers)
GlaxoSmithKline 110.3 11.72 0.73 –1.4 –19.8
U.K. (Pharmaceuticals)
Deutsche Telekom 53.1 8.59 0.70 –20.1 –28.5
Germany (Mobile Telecommunications)
Nestle S.A. 155.0 43.50 0.69 –6.0 7.9
Switzerland (Food Products)
Novartis 116.5 47.38 0.68 –23.0 –32.2
Switzerland (Pharmaceuticals)
France Telecom 61.9 16.70 0.45 –13.7 2.5
France (Fixed Line Telecommunications)
GDF Suez 85.7 26.74 0.41 –32.7 –0.2
France (Multiutilities)
Astrazeneca 67.7 28.30 0.32 22.3 –12.5
U.K. (Pharmaceuticals)
Assicurazioni Gen 31.5 15.75 0.19 –27.8 –35.9
Italy (Full Line Insurance)
Iberdrola S.A. 41.6 5.88 0.17 –27.2 –14.5
Spain (Conventional Electricity)
Unilever 45.3 18.64 0.13 –2.9 –0.1
Netherlands (Food Products)
British Amer Tob 60.7 18.20 –0.05 0.6 26.7
U.K. (Tobacco)
Nokia 48.8 9.20 –0.22 –48.2 –39.6
Finland (Telecommunications Equipment)
Diageo 41.0 9.03 –0.28 3.1 –2.6
U.K. (Distillers & Vintners)
Bayer 47.0 40.05 –0.37 –28.1 5.8
Germany (Specialty Chemicals)
BASF 44.1 33.83 –0.38 –18.3 8.4
Germany (Commodity Chemicals)
L.M. Ericsson Tel B 27.7 69.00 –0.43 7.0 –37.8
Sweden (Telecommunications Equipment)
HSBC Hldgs 160.8 5.68 –0.43 –21.0 –32.2
U.K. (Banks)
E.ON 73.0 25.74 –0.46 –35.8 –17.0
Germany (Multiutilities)
ABB 40.1 18.55 –0.75 –30.6 21.8
Switzerland (Industrial Machinery)

Siemens 71.8 55.37 –0.98% –24.4% –11.3%
Germany (Diversified Industrials)
Intesa Sanpaolo 41.5 2.47 –1.00 –31.4 –44.9
Italy (Banks)
Koninklijke Phlps 20.6 14.92 –1.00 –30.2 –40.7
Netherlands (Consumer Electronics)
Royal Dutch Shell A 92.3 18.36 –1.10 –20.2 –33.7
U.K. (Integrated Oil & Gas)
SAP 54.2 31.20 –1.11 –16.3 –11.8
Germany (Software)
Allianz SE 45.1 70.30 –1.18 –34.6 –42.1
Germany (Full Line Insurance)
Vodafone Grp 113.7 1.19 –1.21 –11.5 3.8
U.K. (Mobile Telecommunications)
Daimler 45.3 30.09 –1.47 –21.6 –24.1
Germany (Automobiles)
Barclays 54.1 2.98 –1.96 –8.2 –51.0
U.K. (Banks)
BG Grp 63.8 10.82 –2.17 –0.9 48.5
U.K. (Integrated Oil & Gas)
ENI 97.9 17.24 –2.27 –21.8 –27.7
Italy (Integrated Oil & Gas)
AXA S.A. 42.4 14.32 –2.39 –21.2 –46.5
France (Full Line Insurance)
Soc. Generale 35.9 43.65 –2.44 –23.8 –59.5
France (Banks)
BHP Billiton 56.6 15.39 –2.47 –6.2 55.0
U.K. (General Mining)
Credit Suisse Grp 53.5 48.62 –2.76 –4.0 –29.1
Switzerland (Banks)
Total S.A. 132.3 39.35 –2.77 –18.9 –25.3
France (Integrated Oil & Gas)
UBS 43.4 14.47 –3.02 –26.5 –75.7
Switzerland (Banks)
BP 171.2 5.03 –3.08 –0.7 –21.7
U.K. (Integrated Oil & Gas)
ArcelorMittal 56.0 25.33 –4.34 –52.5 –6.2
Luxembourg (Iron & Steel)
ING Groep 24.5 8.30 –4.42 –59.6 –73.6
Netherlands (Life Insurance)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage 0.00% 0.55% 2.3% 4.7% -4.0%
Event Driven 0.37% 0.82% 4.3% 7.2% -20.6%
Equity Market Neutral -0.58% -0.14% -1.1% -3.5% -11.7%
Equity Long/Short 0.39% 1.09% 3.0% 1.9% -15.2%

*Estimates as of 07/27/09, 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 0.92 104.24% 0.02% 1.87 0.90 1.32

Eur. High Volatility: 11/1 1.81 108.51 0.04 3.89 1.75 2.62

Europe Crossover: 11/1 6.37 112.46 0.10 9.71 6.33 7.84

Asia ex-Japan IG: 11/1 1.34 109.66 0.04 3.84 1.34 2.34

Japan: 11/1 1.52 116.18 0.05 4.33 1.41 2.41

 Note: Data as of July 27

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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Coach earnings fall 32%
Handbag maker sets
lower-priced goods
to boost profits

IBM will pay $1.2 billion
for scientific-software firm

EU Commission plans
to alter Web-retail rules

Luxury handbag maker Coach hopes to stem a sharp profit drop by selling a line
of lower-priced bags. A customer examines a bag at a San Francisco store in May.

A
ss

oc
ia

te
d

Pr
es

s

CORPORATE NEWS

By Peppi Kiviniemi

BRUSSELS—The European Com-
mission on Tuesday said it plans to
adjust the rules governing the
rights of retailers to sell their goods
on the Internet in an attempt to
make more goods available online.

According to existing European
Union rules, due to expire in May
2010, brand owners such as LVMH
Moët Hennessy Louis Vuitton SA
and Nike Inc. can dictate who sells
their goods and in what environ-
ment. If a store sells a brand owner’s
goods, the brand owner can forbid
the store from also selling those
goods on its Web site.

The commission said Tuesday
that distributors should be able to
sell and advertise goods online as
they see fit. However, the commis-
sion said that a current restriction
should be preserved: brand owners
should be able to insist that a distrib-
utor that sells goods online should
sell the goods in regular stores. That
way, online entrepreneurs can’t un-
fairly benefit from the brand recog-
nition or luxury image created by
regular shops and manufacturers.

The commission’s plans aren’t fi-
nal. Interested parties have until
Sept. 28 to comment on the pro-
posed changes.

The ruling is a setback for online-
only retailers such as eBay Inc., which
has argued that its users should be al-
lowed to sell goods online without a
brick-and-mortar store.

The commission said that stores
spend considerable amounts of
money promoting their goods, and
that online-only retailers would be ef-
fectively free-loading off those ef-
forts. The commission stipulates
that for a shop to be allowed to sell
online, a supplier can demand that
the shop also sells a certain amount
of goods through conventional
stores. However, once that require-
ment has been met, the supplier can-
not limit the volume of goods sold on
the Web site, the commission said.

The commission also wants to
stop brand owners from limiting
where people in a particular coun-
try shop online. Web surfers in It-
aly, for instance, should be allowed
to visit and shop at a brand’s U.K.
site, rather than being automati-
cally redirected to the Italian one.
One-third of EU citizens would like
to buy goods across national bor-
ders through the Internet in order
to benefit from cheaper products
or better brands, according to a
commission study.

Furthermore, online sites
shouldn’t actively advertise in areas
in which the brand owner has an ex-
clusive agreement with another
store, the commission said. For ex-
ample, a Dutch Web site selling cars
shouldn’t advertise in Belgium,
where the same manufacturer has
dealerships. The site should, how-
ever, be allowed to sell the cars if
contacted by consumers on their
own initiative.

By Elizabeth Holmes

Luxury handbag retailer Coach
Inc. is betting on greater sales of
lower-cost handbags to lift profits,
as it revamps its merchandise for con-
tinued weak consumer spending.

The New York retailer now prices
half of its handbags at between
$200 and $300, up from one-third
last fiscal year. The company Tues-
day reported fiscal fourth-quarter
profit tumbled 32% on heavy dis-
counting. It launched the pricing
strategy after the quarter ended.

Chief Executive Lew Frankfort
said in an interview that the change
reflects his belief that consumer
spending won’t return to prereces-
sion levels. “We want to be in that
sweet spot where we believe the
market will settle,” Mr. Frankfort
said. “It’s our intention for the indef-
inite future to maintain pricing at
[these] levels.”

The low-price initiative is part
of the company’s renewed empha-
sis on handbag sales to drive its
business, which also includes wal-
lets, belts, scarves and shoes. Since
the new pricing hit the shelves at
the beginning of the month, hand-
bags as a percentage of total North
American sales by value have risen
to 55% from 50% in the same period

a year earlier, Mr. Frankfort said.
The company is working with

suppliers to enable it to boost
profit margins even as it lowers av-
erage bag prices, he said. The aver-
age price of a handbag sold at
Coach stores was $325 in the last
fiscal year.

Its new Poppy collection will
have an average handbag price of
$260, the company said. With bright
colors and a heavy dose of patent
leather and metallics, the line is in-
tended to attract younger custom-
ers. Sales of the Poppy handbags,
which have been in stores for about

a month, have been two to three
times greater than other handbags,
it said.

For the quarter ended June 27,
Coach’s profit fell to $145.8 mil-
lion, or 45 cents a share, from
$213.5 million, or 62 cents a share,
in the year-earlier period. Sales de-
clined 1% to $777.7 million. Exclud-
ing items, earnings were 42 cents
per share, compared with 50 cents
a year earlier. Gross margin fell to
70.4% from 75.7%. Profit and gross
margins declined due to greater
sales and discounting at Coach’s
outlet stores.

By Jerry A. DiColo

International Business Ma-
chines Corp. agreed to buy soft-
ware developer SPSS Inc. for $1.2
billion, expanding Big Blue’s soft-
ware portfolio and adding another
deal to the growing list of recent
acquisitions.

Chicago-based SPSS develops
software that analyzes statistical
data to make predictions. The soft-
ware, known as predictive analytics,
is used for scientific research and to
gauge how customers will react to
sales pitches and marketing cam-
paigns. SPSS, founded in 1968, had
sales of $302.9 million last year.

IBM’s $50-a-share all-cash of-
fer represents a 42% premium to
SPSS’s Monday closing price. SPSS
shares rose to an all-time high of
$49.56 following the deal’s an-
nouncement, and were up 41% at
$49.46 in afternoon trading on the
Nasdaq Stock Market. IBM shares
fell 0.4% to $117.20 on the New
York Stock Exchange.

The acquisition of SPSS offers
further hope that the deal market
in the technology sector is improv-
ing. Tech leaders remain flush with
cash despite the downturn and in
recent weeks have shown an ability
to consummate acquisitions.

Much of the action has focused
on software. This month, Intel
Corp. closed an $884 million acqui-
sition of software maker Wind
River Systems Inc. Two weeks
ago, Sun Microsystems Corp.
shareholders agreed to accept a
$7.38 billion acquisition offer
from Oracle Corp.

The SPSS acquisition is the lat-

est in a string of software deals for
IBM in recent years, and the sec-
ond deal since Oracle outbid it for
Sun. IBM bought the assets of Ex-
eros, a privately held data-discov-
ery software company, in May.

IBM also said Tuesday it ac-
quired privately held Ounce Labs
Inc., which makes software that ad-
dresses compliance and security is-
sues. IBM didn’t disclose the size
of the deal.

In acquiring SPSS, IBM said it
was expanding its focus on busi-
ness-analytics technology and ser-
vices to meet a growing client need
to cut costs. According to IDC esti-
mates, the world-wide market for
business analytics software will
grow by 4% to $25 billion this year.

UBS analyst Maynard Um
called the acquisition “a step in
the right direction” for IBM, as
SPSS will add “an essential part”
of an important growth area for
IBM. He said the deal should add
slightly to IBM’s earnings in 2010.

SPSS officials, during a confer-
ence call to discuss the acquisi-
tion, said they didn’t anticipate
any anti-trust issues with the deal.

SPSS declined to say how it
came to an agreement with IBM,
but did say IBM made the first
move by approaching SPSS about
an acquisition.

The companies said they expect
to complete the deal by year-end.

Earlier this month, IBM re-
ported its second-quarter profit
grew 12% as margin improvement
offset lower revenue, and the com-
pany raised its full-year outlook.
 —John Kell

contributed to this article.
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

Dividend earnings PERFORMANCE (euros) PERFORMANCE (U.S. dollars) Dividend earnings PERFORMANCE (euros) PERFORMANCE (U.S. dollars)
yield* ratio* Dows Jones Index Last Daily 52-wk. Last Daily 52-wk. yield* ratio* Dows Jones Index Last Daily 52-wk. Last Daily 52-wk.

2.55% 13 World -a % % 197.59 –0.44% –23.1% 4.41% 12 U.S. Select Dividend -b % % 558.60 –0.33% –19.8%

2.21% 14 Global Dow 1163.40 0.02% –19.5% 1763.33 0.38% –26.3% 4.40% 16 Infrastructure 1284.30 –0.01% –14.8% 1747.53 0.35% –22.0%

3.37% 26 Stoxx 600 218.50 –0.93% –21.8% 231.42 –1.22% –28.9% 1.72% 7 Luxury 746.90 0.28% –10.5% 903.71 0.64% –18.1%

3.53% 17 Stoxx Large 200 234.90 –0.88% –22.3% 247.42 –1.17% –29.3% 6.17% 5 BRIC 50 369.90 0.22% –10.6% 503.32 0.58% –18.2%

2.54% -17 Stoxx Mid 200 199.40 –1.08% –19.4% 209.94 –1.38% –26.7% 4.27% 12 Africa 50 720.60 –0.30% –23.8% 652.74 0.06% –30.3%

2.74% -28 Stoxx Small 200 123.90 –1.37% –20.0% 130.46 –1.66% –27.3% 3.53% 7 GCC % % 1396.98 0.15% –50.4%

3.35% 19 Euro Stoxx 237.20 –1.01% –24.1% 251.14 –1.31% –30.9% 3.17% 13 Sustainability 729.90 –0.18% –17.7% 874.66 –0.37% –25.1%

3.51% 14 Euro Stoxx Large 200 253.20 –0.99% –24.6% 266.47 –1.28% –31.4% 2.41% 13 Islamic Market -a % % 1721.87 –0.67% –20.2%

2.58% -12 Euro Stoxx Mid 200 220.50 –1.09% –22.0% 231.91 –1.38% –29.0% 2.70% 12 Islamic Market 100 1554.50 –0.18% –9.3% 1888.17 –0.37% –17.5%

2.82% 16 Euro Stoxx Small 200 134.20 –1.24% –20.5% 141.11 –1.54% –27.8% 2.70% 12 Islamic Turkey -c % % % %

5.96% 8 Stoxx Select Dividend 30 1209.00 –1.30% –26.6% 1467.01 –1.59% –33.2% 2.03% 13 DJ U.S. TSM % % 10045.75 –0.48% –22.1%

5.19% 9 Euro Stoxx Select Div 30 1418.60 –1.28% –32.9% 1727.93 –1.57% –39.0% % DJ-UBS Commodity 118.30 –1.26% –34.1% 121.79 –1.56% –40.1%

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

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

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

Australia 1.2071 1.9878 1.1228 0.1621 0.0388 0.1948 0.0128 0.3198 1.7114 0.2299 1.1125 ...

 Canada 1.0850 1.7868 1.0093 0.1457 0.0349 0.1751 0.0115 0.2874 1.5384 0.2066 ... 0.8989

 Denmark 5.2514 8.6480 4.8848 0.7053 0.1689 0.8476 0.0555 1.3911 7.4457 ... 4.8400 4.3505

 Euro 0.7053 1.1615 0.6561 0.0947 0.0227 0.1138 0.0075 0.1868 ... 0.1343 0.6500 0.5843

 Israel 3.7750 6.2167 3.5115 0.5070 0.1214 0.6093 0.0399 ... 5.3524 0.7189 3.4793 3.1274

 Japan 94.5350 155.6802 87.9354 12.6969 3.0414 15.2587 ... 25.0424 134.0364 18.0019 87.1290 78.3175

 Norway 6.1955 10.2027 5.7630 0.8321 0.1993 ... 0.0655 1.6412 8.7843 1.1798 5.7101 5.1327

 Russia 31.0830 51.1875 28.9131 4.1747 ... 5.0170 0.3288 8.2339 44.0710 5.9190 28.6479 25.7507

 Sweden 7.4455 12.2612 6.9257 ... 0.2395 1.2018 0.0788 1.9723 10.5566 1.4178 6.8622 6.1682

 Switzerland 1.0751 1.7704 ... 0.1444 0.0346 0.1735 0.0114 0.2848 1.5243 0.2047 0.9908 0.8906

 U.K. 0.6072 ... 0.5648 0.0816 0.0195 0.0980 0.0064 0.1609 0.8610 0.1156 0.5597 0.5031

 U.S. ... 1.6468 0.9302 0.1343 0.0322 0.1614 0.0106 0.2649 1.4178 0.1904 0.9217 0.8285

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 329.75 –4.00 –1.20% 707.00 302.00
Soybeans (cents/bu.) CBOT 927.00 20.50 2.26% 1,557.50 670.00
Wheat (cents/bu.) CBOT 516.25 –4.25 –0.82 1,072.00 512.00
Live cattle (cents/lb.) CME 90.575 0.375 0.42 118.500 81.250
Cocoa ($/ton) ICE-US 2,879 9 0.31 3,237 1,950
Coffee (cents/lb.) ICE-US 122.80 –1.65 –1.33 183.30 109.00
Sugar (cents/lb.) ICE-US 18.50 0.05 0.27 18.57 11.05
Cotton (cents/lb.) ICE-US 59.12 –0.41 –0.69 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,140.00 42 2.00 2,685 1,965
Cocoa (pounds/ton) LIFFE 1,824 16 0.88 1,985 1,177
Robusta coffee ($/ton) LIFFE 1,475 unch. unch. 2,324 1,250

Copper (cents/lb.) COMEX 252.05 –2.45 –0.96 375.35 129.55
Gold ($/troy oz.) COMEX 941.70 –14.60 –1.53 1,060.00 494.00
Silver (cents/troy oz.) COMEX 1374.00 –25.00 –1.79 2,009.00 886.00
Aluminum ($/ton) LME 1,836.00 –10.00 –0.54 2,986.00 1,288.00
Tin ($/ton) LME 14,400.00 –375.00 –2.54 22,595.00 9,750.00
Copper ($/ton) LME 5,620.00 unch. unch. 8,070.00 2,815.00
Lead ($/ton) LME 1,792.00 –7.00 –0.39 2,225.00 870.00
Zinc ($/ton) LME 1,715.00 –21.50 –1.24 1,915.00 1,065.00
Nickel ($/ton) LME 17,000 50 0.29 21,195 9,000

Crude oil ($/bbl.) NYMEX 67.23 –1.15 –1.68 142.60 44.28
Heating oil ($/gal.) NYMEX 1.7884 –0.0328 –1.80 4.0400 1.2589
RBOB gasoline ($/gal.) NYMEX 1.8792 –0.0263 –1.38 3.0875 1.1450
Natural gas ($/mmBtu) NYMEX 3.687 –0.081 –2.15 12.059 3.366
Brent crude ($/bbl.) ICE-EU 69.88 –0.93 –1.31 134.00 44.13
Gas oil ($/ton) ICE-EU 571.50 –9.75 –1.68 1,086.00 411.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on July 28
Per In

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

Argentina peso-a 5.4038 0.1851 3.8113 0.2624

Brazil real 2.6729 0.3741 1.8852 0.5304

Canada dollar 1.5384 0.6500 1.0850 0.9217
1-mo. forward 1.5382 0.6501 1.0849 0.9218

3-mos. forward 1.5378 0.6503 1.0846 0.9220
6-mos. forward 1.5375 0.6504 1.0844 0.9222

Chile peso 772.23 0.001295 544.65 0.001836
Colombia peso 2850.66 0.0003508 2010.55 0.0004974

Ecuador US dollar-f 1.4178 0.7053 1 1
Mexico peso-a 18.7939 0.0532 13.2552 0.0754

Peru sol 4.2428 0.2357 2.9924 0.3342
Uruguay peso-e 32.781 0.0305 23.120 0.0433

U.S. dollar 1.4178 0.7053 1 1
Venezuela bolivar 3.04 0.328456 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.7114 0.5843 1.2071 0.8285
China yuan 9.6853 0.1032 6.8310 0.1464

Hong Kong dollar 10.9883 0.0910 7.7500 0.1290
India rupee 68.3191 0.0146 48.1850 0.0208

Indonesia rupiah 14072 0.0000711 9925 0.0001008
Japan yen 134.04 0.007461 94.54 0.010578

1-mo. forward 134.00 0.007463 94.51 0.010581
3-mos. forward 133.92 0.007467 94.45 0.010587

6-mos. forward 133.75 0.007477 94.33 0.010601
Malaysia ringgit-c 4.9759 0.2010 3.5095 0.2849

New Zealand dollar 2.1504 0.4650 1.5166 0.6594
Pakistan rupee 117.752 0.0085 83.050 0.0120

Philippines peso 68.028 0.0147 47.980 0.0208
Singapore dollar 2.0430 0.4895 1.4409 0.6940

South Korea won 1757.43 0.0005690 1239.50 0.0008068
Taiwan dollar 46.435 0.02154 32.750 0.03053
Thailand baht 48.150 0.02077 33.960 0.02945

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

Euro zone euro 1 1 0.7053 1.4178

1-mo. forward 1.0000 1.0000 0.7053 1.4179

3-mos. forward 1.0000 1.0000 0.7053 1.4178

6-mos. forward 1.0000 1.0000 0.7053 1.4178

Czech Rep. koruna-b 25.541 0.0392 18.014 0.0555

Denmark krone 7.4457 0.1343 5.2514 0.1904

Hungary forint 268.97 0.003718 189.70 0.005271

Norway krone 8.7843 0.1138 6.1955 0.1614

Poland zloty 4.1821 0.2391 2.9496 0.3390

Russia ruble-d 44.071 0.02269 31.083 0.03217

Sweden krona 10.5566 0.0947 7.4455 0.1343

Switzerland franc 1.5243 0.6561 1.0751 0.9302

1-mo. forward 1.5237 0.6563 1.0747 0.9305

3-mos. forward 1.5227 0.6567 1.0739 0.9312

6-mos. forward 1.5203 0.6577 1.0723 0.9326

Turkey lira 2.0973 0.4768 1.4792 0.6760

U.K. pound 0.8610 1.1615 0.6072 1.6468

1-mo. forward 0.8610 1.1614 0.6073 1.6467

3-mos. forward 0.8611 1.1612 0.6074 1.6465

6-mos. forward 0.8612 1.1611 0.6074 1.6463

MIDDLE EAST/AFRICA
Bahrain dinar 0.5345 1.8709 0.3770 2.6527

Egypt pound-a 7.8733 0.1270 5.5530 0.1801

Israel shekel 5.3524 0.1868 3.7750 0.2649

Jordan dinar 1.0056 0.9944 0.7093 1.4099

Kuwait dinar 0.4072 2.4558 0.2872 3.4819

Lebanon pound 2130.32 0.0004694 1502.50 0.0006656

Saudi Arabia riyal 5.3174 0.1881 3.7503 0.2666

South Africa rand 11.1344 0.0898 7.8530 0.1273

United Arab dirham 5.2078 0.1920 3.6730 0.2723

SDR -f 0.9088 1.1004 0.6409 1.5602

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 600 218.54 –2.05 –0.93% 11.0% –21.8%

 14 DJ Stoxx 50 2240.95 –21.46 –0.95 8.5% –21.1%

 19 Euro Zone DJ Euro Stoxx 237.16 –2.43 –1.01 6.4% –24.1%

 16 DJ Euro Stoxx 50 2573.08 –28.33 –1.09 5.0% –22.6%

 9 Austria ATX 2190.16 –52.81 –2.35 25.1% –39.7%

 12 Belgium Bel-20 2108.78 –28.14 –1.32 10.5% –29.5%

 9 Czech Republic PX 986.6 –6.4 –0.64 15.0% –31.7%

 16 Denmark OMX Copenhagen 290.40 1.67 0.58% 28.4% –22.9%

 13 Finland OMX Helsinki 5643.78 –32.81 –0.58 4.4% –32.5%

 12 France CAC-40 3330.97 –41.39 –1.23 3.5% –22.9%

 20 Germany DAX 5174.74 –76.81 –1.46 7.6% –19.1%

 … Hungary BUX 16481.39 –390.23 –2.31 34.6% –24.3%

 9 Ireland ISEQ 2758.05 –12.62 –0.46 17.7% –39.8%

 10 Italy FTSE MIB 20012.35 –333.75 –1.64 2.8% –29.2%

 9 Netherlands AEX 274.24 –3.90 –1.40 11.5% –30.6%

 10 Norway All-Shares 340.73 –9.09 –2.60 26.1% –28.8%

 17 Poland WIG 33632.25 –420.77 –1.24 23.5% –17.7%

 14 Portugal PSI 20 7302.71 –0.26 unch. 15.2% –13.1%

 … Russia RTSI 1001.80 –35.81 –3.45% 58.5% –47.2%

 10 Spain IBEX 35 10664.0 72.3 0.68% 16.0% –8.7%

 15 Sweden OMX Stockholm 261.16 –0.47 –0.18 27.9% –3.8%

 12 Switzerland SMI 5762.80 –12.09 –0.21 4.1% –17.6%

 … Turkey ISE National 100 40001.65 161.13 0.40 48.9% 2.2%

 11 U.K. FTSE 100 4528.84 –57.29 –1.25 2.1% –14.9%

 21 ASIA-PACIFIC DJ Asia-Pacific 112.79 1.46 1.31 20.5% –15.9%

 … Australia SPX/ASX 200 4169.5 29.9 0.72 12.0% –14.0%

 … China CBN 600 29540.51 136.13 0.46 100.1% 26.2%

 17 Hong Kong Hang Seng 20624.54 372.92 1.84 43.4% –7.3%

 18 India Sensex 15331.94 –43.10 –0.28 58.9% 11.2%

 … Japan Nikkei Stock Average 10087.26 –1.40 –0.01 13.9% –23.3%

 … Singapore Straits Times 2624.04 47.38 1.84 49.0% –9.1%

 11 South Korea Kospi 1526.03 1.98 0.13 35.7% –2.6%

 15 AMERICAS DJ Americas 256.42 –1.88 –0.73 13.4% –22.3%

 … Brazil Bovespa 54374.12 –174.87 –0.32 44.8% –5.7%

 18 Mexico IPC 26765.01 –50.29 –0.19 19.6% –1.9%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of July 28, 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* 262.95 0.56% 15.5% –26.0%

3.00% 17 World (Developed Markets) 1,032.26 0.46% 12.2% –26.4%

2.70% 18 World ex-EMU 121.15 0.42% 12.6% –25.1%

2.80% 19 World ex-UK 1,029.85 0.44% 11.5% –25.7%

3.80% 16 EAFE 1,396.42 0.66% 12.8% –29.0%

2.90% 14 Emerging Markets (EM) 833.66 1.21% 47.0% –23.3%

4.40% 11 EUROPE 76.94 0.47% 10.8% –24.0%

4.60% 12 EMU 156.32 0.70% 10.0% –32.9%

4.10% 13 Europe ex-UK 84.14 0.42% 8.4% –23.6%

5.50% 9 Europe Value 86.45 0.70% 11.5% –24.5%

3.30% 15 Europe Growth 66.56 0.23% 10.1% –23.5%

3.50% 12 Europe Small Cap 131.85 0.14% 30.6% –24.8%

2.70% 7 EM Europe 222.40 1.25% 40.0% –45.7%

5.00% 8 UK 1,363.10 0.21% 3.7% –18.2%

3.10% 13 Nordic Countries 119.40 –0.45% 21.7% –27.4%

2.00% 6 Russia 586.42 0.86% 42.3% –59.4%

4.20% 10 South Africa 638.83 –0.22% 10.3% –10.8%

3.40% 17 AC ASIA PACIFIC EX-JAPAN 354.32 1.58% 43.2% –17.6%

1.70%-117 Japan 573.58 0.89% 8.2% –31.3%

2.40% 16 China 60.97 2.13% 49.5% –1.8%

1.10% 18 India 608.95 –0.09% 64.9% 11.8%

1.30% 20 Korea 426.70 1.68% 39.0% –6.8%

4.40% 29 Taiwan 256.75 0.93% 48.1% –12.6%

2.20% 22 US BROAD MARKET 1,085.09 0.30% 10.5% –22.9%

1.60% -40 US Small Cap 1,438.92 0.55% 15.4% –20.5%

3.50% 13 EM LATIN AMERICA 3,216.82 0.60% 54.8% –32.3%

*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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India weighs ban on firm
Railway collapse
could bar Gammon
from metro work

Hitachi plans to buy out units

GLOBAL BUSINESS BRIEFS

By Daisuke Wakabayashi

And Yuzo Yamaguchi

TOKYO—Hitachi Ltd. plans to
spend almost $2.87 billion to buy out
minority shareholders in five pub-
licly traded subsidiaries and turn
them into wholly-owned units, as the
electronics conglomerate looks to
speed up restructuring and integra-
tion efforts and turn around its loss-
plagued operations.

But its decision to launch a 273 bil-
lion yen tender offer next month for
the remaining shares in five majority-
owned subsidiaries is likely to in-
crease the pressure on the company
to strengthen its balance sheet,
which has been weakened by recent
losses. Its loss for the fiscal year
ended in March was the largest by a
Japanese manufacturer.

The company plans to acquire the
remaining shares in five listed subsid-
iaries: Hitachi Maxwell Ltd., Hitachi
Plant Technologies Ltd., Hitachi In-
formation Systems Ltd., Hitachi Soft-
ware Engineering Co. and Hitachi
Systems & Services Ltd. It aims to
complete the transactions by March.

Hitachi says making the subsidiar-
ies into wholly-owned units will al-
low the company to move quickly and
more cohesively to build up its tech-
nology, power systems and infrastruc-
ture businesses at a time when those
divisions show signs of future
growth. Sharing resources will also
help to shave costs.

Takashi Kawamura, who took
over as president of Hitachi in April af-

ter working as an executive at three
of the subsidiaries involved in the ten-
der offer, said the consolidation is the
“optimum” solution for Hitachi as a
group even if the “trade-off” is that
subsidiaries lose some of their inde-
pendent spirit.

The expense is likely to increase fo-
cus on the company’s balance sheet.
The company’s shareholder equity ra-
tio, a measure of financial strength,
was at 11.3% of total assets after post-
ing another loss in the fiscal first
quarter ended June 30. Takashi Miy-
oshi, a Hitachi executive vice presi-
dent, said the company wants to raise
its shareholder equity ratio to 20%
and issuing new shares is one option
for strengthening its balance sheet.

Mr. Kawamura has set a goal of re-
ducing the number of Hitachi’s sub-
sidiaries to about 700 from more
than 900 subsidiaries as of June 30.

For the April-to-June quarter, Hi-
tachi reported a net loss of 82.6 bil-
lion yen versus a year-ago profit of
31.5 billion yen. It continues to suffer
from slumping sales of electronics
and automotive equipment. Revenue
fell 26% to 1.89 trillion yen.

Workers and rescuers stand at the site of a collapsed Delhi Metro bridge in New
Delhi this month. Metro builder Gammon India faces possible blacklisting.
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—Compiled from staff
and wire service reports.

Hitachi’s net profit/loss
In billions of yen

Note: Fiscal years end March 31
Source: the company
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By Robin van Daalen

And Anna Marij

van der Meulen

AMSTERDAM—Royal Ahold NV
posted an 11% increase in second-
quarter sales Tuesday, as a stronger
dollar boosted results from the food
retailer’s U.S. operations.

Sales rose to Œ6.43 billion ($9.16
billion) in the three months ended
June 30 from Œ5.77 billion a year ear-
lier. However, stripping out cur-
rency fluctuations, sales were up
only 3.9%.

Sales at the Albert Heijn in the
Netherlands were up 7.8% at Œ2.2 bil-
lion, primarily thanks to the conver-
sion of former Schuitema stores
into the Albert Heijn format in the
second half of 2008 and early 2009.
Sales from Albert Heijn stores open
for at least a year increased 0.4%.

At Ahold’s key U.S. chains, Stop &
Shop and Giant-Landover, sales rose
2.8% to $4.1 billion. Once converted
into euros, net U.S. sales were up
16.8%. Same-store sales rose 1.7% at
Stop & Shop. Ahold generates more
than half of its sales in the U.S.

Ahold posts a small rise in sales

Salvatore Ferragamo SpA

Italian family-owned fashion
house Salvatore Ferragamo SpA
said Tuesday that it has tapped its
menswear designer Massimiliano
Giornetti to succeed Cristina Ortiz
as chief ready-to-wear womens-
wear designer. Mr. Giornetti also
will continue as chief menswear de-
signer, a spokeswoman for the com-
pany said. The 38-year-old designer
from Carrara, Italy, joined the com-
pany in 2000 and became lead mens-
wear designer in 2004. Ms. Ortiz pre-
viously worked at Prada SpA and
menswear specialist Brioni Roman
Style SpA. In 2007, Ms. Ortiz suc-
ceeded Graeme Black at Ferragamo.
Ferragamo said that Mr. Giornetti’s
first womenswear line with the fash-
ion house is to debut with the
Fall/Winter 2010 collection.

HeidelbergCement AG

Private-equity firms Bain Capi-
tal LLC, CVC Capital Partners Ltd.
and 3i Group PLC have shown inter-
est in buying HeidelbergCement
AG’s Malaysian assets, people famil-
iar with the deal said. In the latest
disposal by the German cement
maker, HeidelbergCement is selling
the Malaysian assets, with a value of
at least $200 million, it received
when it bought U.K. building materi-
als firm Hanson in 2007. Heidel-
bergCement has 40 ready-mixed
concrete plants, 17 aggregate quar-
ries and 20 asphalt plants in Malay-
sia, the company’s Web site says.
Standard Chartered PLC is advising
on the sale, and recently sent out an
information memorandum request-
ing bids, the people said.

Deutsche Lufthansa AG

Carrier asks for extension
of bid for Austrian Airlines

Deutsche Lufthansa AG said
Tuesday it has requested an exten-
sion of its takeover offer for Aus-
trian Airlines AG, saying European
Union antitrust approval for the
deal is on the horizon but unlikely to
be granted by the original deadline
of July 31. It has asked the Austrian
takeover commission to extend its
offer for Austrian Airlines by a
month to Aug. 31. The company said
an agreement with the European
Commission over antitrust ap-
proval “is emerging,” but added
that “formal clearance” for the take-
over cannot occur in due time. The
European Commission on Tuesday
said Lufthansa has made a new anti-
trust offer to ensure competition
concerns are met.

Luxottica SpA

Luxottica SpA reported Tuesday
a smaller-than-expected decline in
second-quarter net profit, helped by
an ongoing cost-savings program
and sunny weather in Europe. Luxot-
tica, which makes eyewear for high-
fashion icons such as Prada and
Chanel and, through is the world’s
top eyewear maker by sales, said net
profit fell 13% to Œ115.7 million ($164
million) as net sales rose 3.5%. Ana-
lysts polled by Dow Jones Newswires
on average had expected net profit of
Œ112 million. Chief Executive Officer
Andrea Guerra noted that sunny
weather in Europe in the spring and
summer helped sales, particularly of
sunglasses. Sales were “solid, posi-
tive” in July, Ms. Guerra said. The lux-
ury brands are still suffering, but pro-
motions like the Prada concept store
at Sunglass Hut in New York were a
success, the company said.

By Jackie Range

NEW DELHI—Gammon India
Ltd., the Mumbai construction com-
pany that designed and built the
stretch of the Delhi Metro that re-
cently collapsed, may be banned
from future metro contracts, Indian
Minister for Urban Development S.
Jaipal Reddy told Parliament.

The accident in South Delhi on July
12 killed six workers and injured more
than a dozen others. The collapse tar-
nished the reputation of a high-profile
project at a time when revamping in-
frastructure is seen as critical to accel-
erating India’s economic growth.

A spokesman for Gammon said it
had been issued a “show cause” no-
tice, which essentially is a request to
explain what happened. Whether
Gammon will be banned from new
metro contracts will rest on the gov-
ernment’s decision after it has seen
the response, the spokesman said.
Gammon could be blacklisted for
two years, Mr. Reddy said.

He said a committee of experts in-
vestigating the accident said it had
been caused by a “serious deficiency
in the design of the cantilever arm,”
and also the concrete not being
strong enough.

The metro is operated by Delhi
Metro Rail Corp., a joint venture by
the Indian and Delhi governments.
It is running in some parts of the city
and is under construction in many
others; the aim is to serve all of
Delhi by 2021.

Delhi Metro has started a course
in safety for all workers involved in
the construction, the minister said,
which is set to cover the entire work
force in 15 days. Safety standards in
Indian construction are poor, and ac-
cidents are common. Delhi’s metro
had been seen as one of the safer In-
dian construction projects.

In a news conference, Delhi Metro
Managing Director E. Sreedharan
said the accident won’t slow down
the second construction phase. “This
accident will not have any effect on
the overall completion,” he said. Gam-
mon will remain the contractor for
the projects it is working on, even if it
is blacklisted; a change of contractor
would delay the project by six to
eight months, he said.

After falling sharply on the Bom-
bay Stock Exchange, Gammon closed
up 4.5% at 149 rupees ($3.09).
 —Vibhuti Agarwal

contributed to this article.

PepsiAmericas Inc.

PepsiAmericas Inc.’s earnings
fell 33% for the second quarter on re-
structuring and currency charges as
PepsiCo Inc.’s second-largest bot-
tler was hurt by falling volume, par-
ticularly in Central and Eastern Eu-
rope. The bottler is the subject of a
recent acquisition bid by PepsiCo.
PepsiAmericas reported a profit of
$61.4 million, or 50 cents a share,
down from $90.8 million, or 72
cents a share, a year earlier. The lat-
est period included 24 cents in re-
structuring- and currency-related
charges. Revenue declined 5.9% to
$1.26 billion, with currency impacts
cutting the figure by eight percent-
age points. Global volume fell 5%, re-
flecting declines of 13% in Central
and Eastern Europe. U.S. volume
edged up 0.2%, helped by a calendar
shift in holidays. Revenue was up 5%
in the U.S. and profit rose 24%.

Teva Pharmaceutical Industries

Teva Pharmaceutical Indus-
tries Ltd.’s second-quarter profit
dropped 2.3%, weighed down by
last year’s $7.46 billion acquisition
of Barr Pharmaceuticals, as its reve-
nue continues to be hit by foreign-
exchange effects. Despite the reve-
nue pressure, the Israeli generic
drug giant reported profit, exclud-
ing items, that beat expectations
for the quarter, on continued North
American sales strength and
growth of its blockbuster multiple-
sclerosis treatment Copaxone.
Teva dominates the consolidating
generic-drug industry, which con-
tinues to pressure the branded phar-
maceutical sector amid numerous
patent expirations on many top-sell-
ing products in coming years. Its
second-quarter net income was
$521 million, or 58 cents a share,
down from $533 million, or 65 cents
a share, a year earlier.

Hindustan Unilever Ltd.

Hindustan Unilever Ltd. said
Tuesday its profit for the fiscal first
quarter fell 2.7% from a year earlier,
hurt by higher advertising costs.
Profit at India’s largest consumer-
goods maker by sales dropped to
5.43 billion rupees ($112.7 million)
for the three months ended June 30
from 5.58 billion rupees a year ear-
lier. Sales rose 7.8% to 44.76 billion
rupees. Hindustan Unilever reported
a 2% expansion in sales volume after
a 4% decline in volume in local con-
sumer-goods sales in the January-
March quarter. After the lower-than-
expected results, Hindustan Uni-
lever shares fell 7.3% on the Bombay
Stock Exchange. Before the economy
slowed, strong consumer demand
had allowed the company to pass on
higher input costs to customers with-
out lowering demand.

Viacom Inc.

Viacom Inc.’s second-quarter
profit fell 32% on weakness in its me-
dia networks and filmed-entertain-
ment businesses and continued ad-
vertising woes, although ad revenue
picked up slightly from the first quar-
ter. Viacom owns cable-TV channels,
such as MTV and Comedy Central,
and movie studio Paramount Pic-
tures, with film franchises such as
“Transformers.” Chief Executive
Philippe Dauman said that although
the economy continued to be a chal-
lenge, the diversity of Viacom’s busi-
ness and improvement from first-
quarter ad sales helped lessen the
impact. The New York-based com-
pany posted second-quarter earn-
ings of $277 million, or 46 cents a
share, down from $407 million, or
65 cents a share, a year earlier. Reve-
nue fell 14% to $3.3 billion.

Executive Travel Program

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

www.thinkmediaoutdoor.be
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EFG-Hermes Saudi Arabia Equity EA EQ SAU 07/21 SAR 5.60 18.2 –41.1 NS
EFG-Hermes Telecom OT EQ BMU 05/29 USD 28.96 12.9 –18.6 –8.2

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

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 07/27 USD 308.87 25.8 0.6 2.3
Sel Emerg Mkt Equity GL EQ GGY 07/27 USD 182.70 39.5 –20.2 –13.3
Sel Euro Equity EUR US EQ GGY 07/24 EUR 84.85 13.5 –26.5 –28.0
Sel European Equity EU EQ GGY 07/27 USD 159.88 16.3 –31.8 –24.1
Sel Glob Equity GL EQ GGY 07/27 USD 168.84 17.6 –25.6 –22.0
Sel Glob Fxd Inc GL BD GGY 07/27 USD 133.51 3.5 –8.5 –2.7
Sel Pacific Equity AS EQ GGY 07/27 USD 123.83 37.0 –18.7 –11.9
Sel US Equity US EQ GGY 07/27 USD 111.51 10.7 –23.5 –18.7
Sel US Sm Cap Eq US EQ GGY 07/27 USD 152.39 16.5 –25.5 –21.7

n SEB Sicav 2
Nordic Small Cap -C- OT OT LUX 07/28 EUR 105.19 NS NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 07/27 EUR 23.59 –10.1 –52.5 –48.2
MP-TURKEY.SI OT OT SVN 07/27 EUR 27.94 43.1 –16.8 –26.1

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 07/27 EUR 2.95 40.5 –61.4 –45.8
Parex Eastern Europ Bd EU BD LVA 07/27 USD 12.78 46.6 –9.9 –2.6
Parex Russian Eq EE EQ LVA 07/27 USD 15.61 80.3 –40.3 –22.2

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 07/28 USD 154.38 39.2 –16.3 –15.1
PF (LUX)-Asian Eq-Pca AS EQ LUX 07/28 USD 147.45 38.5 –17.1 –15.9
PF (LUX)-Biotech-Pca OT EQ LUX 07/27 USD 288.50 1.2 –22.3 –2.7
PF (LUX)-CHF Liq-Pca CH MM LUX 07/27 CHF 124.18 0.2 0.5 1.3
PF (LUX)-CHF Liq-Pdi CH MM LUX 07/27 CHF 93.74 0.2 0.5 1.3
PF (LUX)-Digital Comm-Pca OT EQ LUX 07/27 USD 101.70 25.1 –6.0 –8.2
PF (LUX)-East Eu-Pca EU EQ LUX 07/27 EUR 238.89 78.9 –33.6 –28.7
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 07/28 USD 445.56 46.5 –24.0 –16.9
PF (LUX)-Eu Indx-Pca EU EQ LUX 07/27 EUR 87.71 14.7 –18.8 –20.4
PF (LUX)-EUR Bds-Pca EU BD LUX 07/27 EUR 374.86 0.4 5.8 1.7
PF (LUX)-EUR Bds-Pdi EU BD LUX 07/27 EUR 285.26 0.4 5.7 1.7
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 07/27 EUR 139.78 11.9 8.7 3.1
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 07/27 EUR 98.26 11.9 8.7 3.1
PF (LUX)-EUR HiYld-Pca EU BD LUX 07/27 EUR 123.98 37.5 –5.0 –7.1
PF (LUX)-EUR HiYld-Pdi EU BD LUX 07/27 EUR 71.87 37.5 –5.1 –7.1
PF (LUX)-EUR Liq-Pca EU MM LUX 07/27 EUR 135.74 0.8 2.2 2.9
PF (LUX)-EUR Liq-Pdi EU MM LUX 07/27 EUR 97.83 0.8 2.2 2.9
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 07/27 EUR 102.37 0.5 1.9 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 07/27 EUR 101.00 0.5 1.9 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 07/27 EUR 353.93 15.7 –21.5 –25.6
PF (LUX)-EuSust Eq-Pca EU EQ LUX 07/27 EUR 115.43 14.1 –18.3 –23.3
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 07/27 USD 222.70 17.6 11.6 8.5
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 07/27 USD 151.50 17.6 11.6 8.5
PF (LUX)-Gr China-Pca AS EQ LUX 07/28 USD 324.35 52.5 –2.8 –6.4
PF (LUX)-Indian Eq-Pca EA EQ LUX 07/28 USD 306.88 60.1 –6.4 –9.8
PF (LUX)-Jap Index-Pca JP EQ LUX 07/28 JPY 8932.73 9.7 –28.7 –25.8
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 07/28 JPY 7793.02 6.7 –33.3 –30.6
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 07/28 JPY 7579.21 6.4 –33.7 –31.0
PF (LUX)-JpEq130/30-Pca JP EQ LUX 07/28 JPY 4396.13 12.0 –27.3 –26.0
PF (LUX)-Pacif Idx-Pca AS EQ LUX 07/28 USD 225.05 42.1 –16.4 –11.2
PF (LUX)-Piclife-Pca CH BA LUX 07/27 CHF 743.72 7.9 –4.1 –7.3
PF (LUX)-PremBrnds-Pca OT EQ LUX 07/27 EUR 53.30 20.8 –9.5 –19.5
PF (LUX)-Rus Eq-Pca OT OT LUX 07/27 USD 45.80 100.5 –42.9 NS
PF (LUX)-Security-Pca GL EQ LUX 07/27 USD 87.35 22.3 –6.6 –12.4
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 07/27 EUR 386.64 18.5 –23.1 –25.3
PF (LUX)-US Eq-Ica US EQ LUX 07/27 USD 90.41 10.7 –22.6 –14.6
PF (LUX)-USA Index-Pca US EQ LUX 07/27 USD 79.45 9.3 –20.5 –18.3
PF (LUX)-USD Gov Bds-Pca US BD LUX 07/27 USD 501.87 –5.4 5.4 5.7
PF (LUX)-USD Gov Bds-Pdi US BD LUX 07/27 USD 368.26 –5.4 5.4 5.7

PF (LUX)-USD Liq-Pca US MM LUX 07/27 USD 130.89 0.5 1.3 2.3
PF (LUX)-USD Liq-Pdi US MM LUX 07/27 USD 85.47 0.5 1.3 2.3
PF (LUX)-USD Sov Liq-Pca OT OT LUX 07/27 USD 101.57 0.3 1.4 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 07/27 USD 100.86 0.3 1.4 NS
PF (LUX)-Water-Pca GL EQ LUX 07/27 EUR 111.69 8.4 –14.1 –15.2
PF (LUX)-WldGovBds-Pca GL BD LUX 07/28 USD 160.72 –2.5 4.6 8.2
PF (LUX)-WldGovBds-Pdi GL BD LUX 07/28 USD 133.03 –2.5 4.6 8.2
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 07/27 USD 11.27 43.8 –8.0 –12.5
Japan Fund USD JP EQ IRL 07/28 USD 15.93 8.4 2.6 –6.9
Polar Healthcare Class I USD OT OT IRL 07/27 USD 11.38 NS NS NS
Polar Healthcare Class R USD OT OT IRL 07/27 USD 11.38 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 07/27 EUR 606.33 7.6 –23.0 NS
Core Eurozone Eq B EU EQ IRL 07/27 EUR 724.88 10.2 –19.9 NS
Euro Fixed Income A EU BD IRL 07/27 EUR 1170.42 3.4 –2.1 –3.8
Euro Fixed Income B EU BD IRL 07/27 EUR 1246.30 3.7 –1.5 –3.2
Euro Small Cap A EU EQ IRL 07/27 EUR 1011.40 19.3 –25.3 –30.2
Euro Small Cap B EU EQ IRL 07/27 EUR 1080.63 19.7 –24.8 –29.7
Eurozone Agg Eq A EU EQ IRL 07/27 EUR 560.86 12.9 –22.8 –24.7
Eurozone Agg Eq B EU EQ IRL 07/27 EUR 803.96 13.2 –22.4 –24.3
Glbl Bd (EuroHdg) A GL BD IRL 07/27 EUR 1295.49 8.2 3.3 0.6
Glbl Bd (EuroHdg) B GL BD IRL 07/27 EUR 1371.55 8.6 4.0 1.3
Glbl Bd A EU BD IRL 07/27 EUR 1039.84 6.1 10.4 0.2
Glbl Bd B EU BD IRL 07/27 EUR 1104.59 6.5 11.1 0.8
Glbl Real Estate A OT EQ IRL 07/27 USD 735.69 10.4 –34.6 –24.4
Glbl Real Estate B OT EQ IRL 07/27 USD 756.50 10.7 –34.2 –23.9
Glbl Real Estate EH-A OT EQ IRL 07/27 EUR 672.18 7.1 –33.9 –25.6
Glbl Real Estate SH-B OT EQ IRL 07/27 GBP 62.92 6.1 –34.7 –25.3
Glbl Strategic Yield A EU BD IRL 07/27 EUR 1390.54 23.0 –4.2 –2.3
Glbl Strategic Yield B EU BD IRL 07/27 EUR 1484.29 23.4 –3.6 –1.7
Japan Equity A JP EQ IRL 07/27 JPY 11892.00 15.1 –26.2 –26.0
Japan Equity B JP EQ IRL 07/27 JPY 12643.00 15.5 –25.7 –25.5
PacBasn (Ex-Jap) Eq A AS EQ IRL 07/27 USD 1922.65 49.5 –10.7 –11.2
PacBasn (Ex-Jap) Eq B AS EQ IRL 07/27 USD 2046.58 50.0 –10.1 –10.7
Pan European Eq A EU EQ IRL 07/27 EUR 824.80 14.8 –21.7 –23.5
Pan European Eq B EU EQ IRL 07/27 EUR 876.99 15.2 –21.4 –23.1
US Equity A US EQ IRL 07/27 USD 765.14 14.3 –22.3 –16.9
US Equity B US EQ IRL 07/27 USD 817.11 14.8 –21.9 –16.4
US Small Cap A US EQ IRL 07/27 USD 1130.89 12.5 –24.3 –18.8
US Small Cap B US EQ IRL 07/27 USD 1208.44 12.8 –23.9 –18.3

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 07/28 EUR 13.52 –4.3 15.3 11.2
Asset Sele C H-CHF OT OT LUX 07/28 CHF 93.96 NS NS NS
Asset Sele C H-GBP OT OT LUX 07/28 GBP 94.62 NS NS NS
Asset Sele C H-JPY OT OT LUX 07/28 JPY 9428.78 NS NS NS
Asset Sele C H-NOK OT OT LUX 07/28 NOK 108.34 –3.7 NS NS
Asset Sele C H-SEK OT OT LUX 07/28 SEK 135.66 –4.8 16.2 11.5
Asset Sele C H-USD OT OT LUX 07/28 USD 94.68 NS NS NS
Asset Sele D H-SEK OT OT LUX 07/28 SEK 127.31 –4.9 NS NS
Choice Global Value -C- GL EQ LUX 07/28 SEK 67.83 12.7 –24.3 –27.1
Choice Global Value -D- OT OT LUX 07/28 SEK 64.99 12.7 –24.3 NS
Choice Global Value -I- OT OT LUX 07/28 EUR 5.70 17.2 –31.6 –31.3
Choice Japan Fd -C- OT OT LUX 07/28 JPY 48.76 8.4 –28.8 –27.5
Choice Japan Fd -D- OT OT LUX 07/28 JPY 43.84 8.5 –28.7 –27.5
Choice Jpn Chance/Risk JP EQ LUX 07/28 JPY 50.77 13.4 –33.8 –29.7
Choice NthAmChance/Risk US EQ LUX 07/28 USD 3.47 23.9 –27.2 –17.0
Ethical Europe Fd OT OT LUX 07/28 EUR 1.69 13.0 –26.0 –27.5
Europe 1 Fd OT OT LUX 07/28 EUR 2.42 16.1 –25.0 –27.5
Europe 3 Fd EU EQ LUX 07/28 EUR 3.52 15.3 –25.4 –27.7
Global Chance/Risk Fd GL EQ LUX 07/28 EUR 0.52 11.8 –18.9 –21.9
Global Fd -C- OT OT LUX 07/28 USD 1.87 12.3 –27.6 –20.4
Global Fd -D- OT OT LUX 07/28 USD 1.17 12.2 NS NS
Nordic Fd OT OT LUX 07/28 EUR 4.82 23.3 –11.1 –15.8

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 07/28 USD 6.60 45.7 –9.1 –11.2

Choice Asia ex. Japan -D- OT OT LUX 07/28 USD 1.16 45.7 NS NS
Currency Alpha EUR -IC- OT OT LUX 07/28 EUR 10.56 –3.3 –1.1 1.5
Currency Alpha EUR -RC- OT OT LUX 07/28 EUR 10.48 –3.5 –1.5 1.1
Currency Alpha SEK -ID- OT OT LUX 07/28 SEK 98.18 –7.1 –5.1 NS
Currency Alpha SEK -RC- OT OT LUX 07/28 SEK 110.81 –3.5 –1.5 1.1
Generation Fd 80 OT OT LUX 07/28 SEK 7.21 13.0 –8.7 NS
Nordic Focus EUR NO EQ LUX 07/28 EUR 65.93 32.1 –17.7 NS
Nordic Focus NOK NO EQ LUX 07/28 NOK 71.86 32.1 –17.7 NS
Nordic Focus SEK NO EQ LUX 07/28 SEK 74.27 32.1 –17.7 NS
Russia Fd OT OT LUX 07/28 EUR 6.18 85.2 –35.8 –24.7

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 07/28 USD 1.59 14.4 –21.6 –18.7
Ethical Glbl Fd -D- OT OT LUX 07/28 USD 0.71 18.5 –22.9 –19.3
Ethical Sweden Fd NO EQ LUX 07/28 SEK 36.37 31.9 2.0 –12.3
Index Linked Bd Fd SEK OT BD LUX 07/28 SEK 12.81 0.6 2.9 4.4
Medical Fd OT EQ LUX 07/28 USD 2.95 2.8 –17.0 –9.8
Short Medium Bd Fd SEK NO MM LUX 07/28 SEK 8.80 1.1 2.0 2.8
Technology Fd -C- OT OT LUX 07/28 USD 0.18 NS NS NS
Technology Fd -D- OT OT LUX 07/28 USD 2.17 39.4 –9.3 –10.3
World Fd -C- OT OT LUX 07/28 USD 25.11 NS NS NS
World Fd -D- OT OT LUX 07/28 USD 1.90 18.8 –19.8 –14.2

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 07/28 EUR 1.27 0.1 0.4 1.4
Short Bond Fd EUR -D- OT OT LUX 07/28 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 07/28 SEK 21.92 1.7 2.2 2.9
Short Bond Fd USD US MM LUX 07/28 USD 2.49 –0.2 0.5 1.7

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 07/28 SEK 10.16 1.0 –0.3 0.4
Alpha Bond Fd SEK -B- NO BD LUX 07/28 SEK 8.80 1.0 –0.3 0.4
Alpha Bond Fd SEK -C- NO BD LUX 07/28 SEK 25.45 0.9 –0.5 0.2
Alpha Bond Fd SEK -D- NO BD LUX 07/28 SEK 7.92 0.9 –0.5 0.2
Alpha Short Bd SEK -A- NO MM LUX 07/28 SEK 11.07 2.4 2.9 3.4
Alpha Short Bd SEK -B- NO MM LUX 07/28 SEK 10.12 2.4 2.9 3.4
Alpha Short Bd SEK -C- NO MM LUX 07/28 SEK 21.65 2.4 2.8 3.3
Alpha Short Bd SEK -D- NO MM LUX 07/28 SEK 8.19 2.4 2.8 3.3
Bond Fd SEK -C- NO BD LUX 07/28 SEK 42.23 1.6 11.3 6.4
Bond Fd SEK -D- NO BD LUX 07/28 SEK 12.27 1.7 11.4 5.9
Corp. Bond Fd EUR -C- EU BD LUX 07/28 EUR 1.19 9.4 3.2 0.4
Corp. Bond Fd EUR -D- EU BD LUX 07/28 EUR 0.91 9.5 3.3 0.3
Corp. Bond Fd SEK -C- NO BD LUX 07/28 SEK 11.75 9.4 –1.2 –1.1
Corp. Bond Fd SEK -D- NO BD LUX 07/28 SEK 8.88 9.4 –1.2 –1.0
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 07/28 EUR 102.05 –1.7 5.5 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 07/28 EUR 106.45 2.8 10.1 NS
Danish Mortgage Bond Fd SEK -ID- OT OT LUX 12/17 SEK 121.91 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 07/28 SEK 1125.97 2.8 10.1 NS
Flexible Bond Fd -C- NO BD LUX 07/28 SEK 21.34 2.3 6.4 4.6
Flexible Bond Fd -D- NO BD LUX 07/28 SEK 11.67 2.3 6.4 4.6

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 07/28 USD 2.25 46.1 –17.1 –10.5
Eastern Europe Fd OT OT LUX 07/28 EUR 2.04 23.3 –31.0 –24.9

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 07/28 SEK 28.12 67.5 13.9 –14.3
Eastern Europe SmCap Fd OT OT LUX 07/28 EUR 1.90 49.6 –32.4 –30.5
Europe Chance/Risk Fd EU EQ LUX 07/28 EUR 888.45 16.5 –28.2 –29.8
Listed Private Equity -C- OT OT LUX 07/28 EUR 102.44 24.4 NS NS
Listed Private Equity -IC- OT OT LUX 07/28 EUR 57.92 40.2 NS NS
Listed Private Equity -ID- OT OT LUX 07/28 EUR 56.25 36.4 NS NS
Nordic Small Cap -IC- OT OT LUX 07/28 EUR 105.26 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 07/28 SEK 77.43 –3.3 –23.1 –15.7
Asset Sele Defensive Acc EUR -C- OT OT LUX 07/28 EUR 98.94 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 07/28 SEK 99.02 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 07/28 USD 100.19 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 07/28 SEK 70.74 –3.3 –23.2 –16.9
Asset Sele Opp C H NOK OT OT LUX 07/28 NOK 97.92 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 07/28 SEK 97.03 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 07/28 EUR 97.72 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 07/28 GBP 97.59 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 07/28 SEK 97.74 NS NS NS
Asset Sele Original C EUR OT OT LUX 07/28 EUR 99.41 NS NS NS
Asset Sele Original D GBP OT OT LUX 07/28 GBP 99.48 NS NS NS
Asset Sele Original ID GBP OT OT LUX 07/28 GBP 99.37 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 07/23 AED 5.32 16.0 –55.4 –22.5

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 07/24 EUR 28.88 1.9 –5.7 1.0
Bonds Eur Corp A OT OT LUX 07/24 EUR 22.28 7.5 5.2 0.5
Bonds Eur Hi Yld A OT OT LUX 07/24 EUR 18.16 36.6 –4.4 –8.5
Bonds EURO A OT OT LUX 07/27 EUR 40.18 1.8 9.9 4.9
Bonds Europe A OT OT LUX 07/24 EUR 38.42 1.4 8.8 4.0
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 –4.7 11.9 0.0
Bonds US OppsCoreplus A OT OT LUX 07/27 USD 34.93 10.8 11.9 7.9
Bonds World A OT OT LUX 07/27 USD 40.71 2.2 5.0 8.3
Eq. China A OT OT LUX 07/27 USD 22.44 50.1 0.9 –9.5
Eq. ConcentratedEuropeA OT OT LUX 07/27 EUR 23.62 14.7 –23.8 –24.8
Eq. Eastern Europe A OT OT LUX 07/27 EUR 18.30 38.5 –43.2 –33.7
Eq. Equities Global Energy OT OT LUX 07/27 USD 16.24 13.9 –33.1 –14.8
Eq. Euroland A OT OT LUX 07/27 EUR 9.47 3.3 –26.9 –26.6
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 07/24 EUR 15.68 14.2 –22.0 –21.9
Eq. EurolandFinancialA OT OT LUX 07/27 EUR 10.14 20.3 –26.8 –28.3
Eq. Glbl Emg Cty A OT OT LUX 07/27 USD 8.51 42.4 –22.5 –15.4
Eq. Global A OT OT LUX 07/27 USD 24.21 15.1 –21.1 –20.8
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 07/27 USD 25.76 23.2 –7.5 –0.1
Eq. Japan Sm Cap A OT OT LUX 07/27 JPY 1092.91 20.7 –15.5 –26.7
Eq. Japan Target A OT OT LUX 07/28 JPY 1780.20 13.9 –7.6 –13.5
Eq. Pacific A OT OT LUX 07/27 USD 8.80 37.8 –16.8 –14.4
Eq. US ConcenCore A OT OT LUX 07/27 USD 19.68 21.2 –15.5 –12.7
Eq. US Lg Cap Gr A OT OT LUX 07/27 USD 13.48 25.1 –28.3 –16.5
Eq. US Mid Cap A OT OT LUX 07/27 USD 25.29 26.2 –23.5 –14.8
Eq. US Multi Strg A OT OT LUX 07/27 USD 18.88 18.2 –26.7 –19.6
Eq. US Rel Val A OT OT LUX 07/27 USD 18.22 17.3 –24.8 –23.7
Eq. US Sm Cap Val A OT OT LUX 07/27 USD 14.34 10.8 –34.1 –27.8
Eq. US Value Opp A OT OT LUX 07/27 USD 14.46 11.6 –34.6 –27.8
Money Market EURO A OT OT LUX 07/27 EUR 27.35 0.8 2.7 3.5
Money Market USD A OT OT LUX 07/27 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 07/28 JPY 9039.00 5.1 –31.2 –33.8
YMR-N Japan Fund OT OT IRL 07/28 JPY 10082.00 6.8 –30.4 –31.1
YMR-N Small Cap Fund OT OT IRL 07/28 JPY 7005.00 9.1 –23.6 –33.3

n Yuki 77 Series
Yuki 77 General JP EQ IRL 07/28 JPY 6276.00 6.3 –32.9 –32.2
Yuki 77 Growth JP EQ IRL 07/28 JPY 5891.00 –0.4 –36.7 –36.8

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 07/28 JPY 6646.00 6.5 –31.1 –33.0
Yuki Chugoku JpnLowP JP EQ IRL 07/28 JPY 8341.00 1.8 –25.6 –27.6

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 07/28 JPY 7033.00 3.9 –34.1 –33.5

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 07/28 JPY 4649.00 2.2 –37.4 –33.7
Yuki Hokuyo Jpn Inc JP EQ IRL 07/28 JPY 5375.00 1.8 –29.6 –28.0
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 07/28 JPY 5148.00 9.4 –22.3 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 07/28 JPY 4420.00 4.0 –39.8 –36.5
Yuki Mizuho Jpn Dyn Gro OT OT IRL 07/28 JPY 4716.00 5.0 –39.9 –37.2
Yuki Mizuho Jpn Exc 100 OT OT IRL 07/28 JPY 6730.00 10.3 –33.5 –32.6
Yuki Mizuho Jpn Gen OT OT IRL 07/28 JPY 8545.00 6.5 –30.7 –32.9
Yuki Mizuho Jpn Gro OT OT IRL 07/28 JPY 6537.00 4.6 –29.6 –33.9
Yuki Mizuho Jpn Inc OT OT IRL 07/28 JPY 7812.00 –1.8 –33.3 –30.3
Yuki Mizuho Jpn Lg Cap OT OT IRL 07/28 JPY 5169.00 3.7 –32.4 –31.5
Yuki Mizuho Jpn LowP OT OT IRL 07/28 JPY 12017.00 6.0 –22.0 –25.3
Yuki Mizuho Jpn PGth OT OT IRL 07/28 JPY 8144.00 6.6 –33.8 –33.7
Yuki Mizuho Jpn SmCp OT OT IRL 07/28 JPY 7042.00 14.8 –23.0 –32.7
Yuki Mizuho Jpn Val Sel OT OT IRL 07/28 JPY 5791.00 11.5 –27.6 –28.1
Yuki Mizuho Jpn YoungCo OT OT IRL 07/28 JPY 2844.00 19.1 –29.8 –39.6

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 07/28 JPY 4947.00 9.9 –37.0 –34.6

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 07/28 JPY 5389.00 5.7 –32.2 –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 07/17 GBP 0.99 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 07/17 USD 1.86 5.1 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 07/17 EUR 80.18 5.1 NS NS
Special Opp Inst EUR OT OT CYM 07/17 EUR 75.55 5.2 NS NS
Special Opp Inst USD OT OT CYM 07/17 USD 85.56 6.0 NS NS

Special Opp USD OT OT CYM 07/17 USD 84.06 5.6 NS NS

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 07/17 CHF 104.70 4.9 NS NS
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 07/17 GBP 124.28 5.5 NS NS
GH Fund Inst EUR OT OT JEY 05/29 EUR 91.86 10.0 –10.4 NS
GH Fund Inst USD OT OT JEY 07/17 USD 104.96 6.4 NS NS
GH FUND S EUR OT OT CYM 07/17 EUR 120.04 6.2 NS NS
GH FUND S GBP OT OT JEY 07/17 GBP 124.35 5.7 NS NS
GH Fund S USD OT OT CYM 07/17 USD 140.67 6.6 NS NS
GH Fund USD OT OT GGY 07/17 USD 257.89 5.8 NS NS
Hedge Investments OT OT JEY 07/17 USD 131.48 6.1 NS NS
Leverage GH USD OT OT GGY 07/17 USD 107.91 10.6 NS NS
MultiAdv Arb CHF Hdg OT OT JEY 07/17 CHF 89.41 6.4 NS NS
MultiAdv Arb EUR Hdg OT OT JEY 07/17 EUR 96.80 7.1 NS NS
MultiAdv Arb GBP Hdg OT OT JEY 07/17 GBP 104.15 7.5 NS NS
MultiAdv Arb S EUR OT OT CYM 07/17 EUR 102.95 7.6 NS NS
MultiAdv Arb S GBP OT OT CYM 07/17 GBP 107.60 7.9 NS NS
MultiAdv Arb S USD OT OT CYM 07/17 USD 117.56 8.5 NS NS
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 7.8 NS NS
Asian AdvantEdge OT OT JEY 07/17 USD 175.11 8.1 NS NS
Emerg AdvantEdge OT OT JEY 07/17 USD 157.52 12.2 NS NS
Emerg AdvantEdge EUR OT OT JEY 07/17 EUR 87.77 11.7 NS NS
Europ AdvantEdge EUR OT OT JEY 07/17 EUR 122.79 6.5 NS NS
Europ AdvantEdge USD OT OT JEY 07/17 USD 130.08 6.6 NS NS
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 4.4 NS NS
Real AdvantEdge USD OT OT NA 07/17 USD 103.24 4.6 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 –6.6 NS NS
Trading AdvantEdge EUR OT OT GGY 07/17 EUR 128.90 –6.3 NS NS
Trading AdvantEdge GBP OT OT GGY 07/17 GBP 135.81 –6.7 NS NS
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 –14.5 –28.2 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
Winton Evolution EUR GL OT VGB 06/30 EUR 1202.78 –7.1 –12.8 1.9
Winton Evolution GBP GL OT VGB 06/30 GBP 1183.94 –7.2 –12.5 2.9
Winton Evolution JPY OT OT VGB 02/27 JPY 115254.95 0.7 –3.8 7.1
Winton Evolution USD GL OT CYM 06/30 USD 1171.62 –7.3 –13.2 1.9
Winton Futures EUR GL OT VGB 06/30 EUR 192.43 –6.5 –4.0 11.4
Winton Futures GBP GL OT VGB 06/30 GBP 207.39 –6.6 –3.4 12.8
Winton Futures JPY Lead Series 2 GL OT VGB 06/30 JPY 13617.90 –7.7 –7.1 8.1
Winton Futures USD GL OT VGB 06/30 USD 682.01 –7.1 –4.8 11.4
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

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

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

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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Market traders 
The unexpected shutdown of the 
sprawling Cherkizovsky market in 
Moscow has stirred trade tensions 
between China and Russia. Exports 
in billions of U.S. dollars 

Russian exports to China
Chinese exports to Russia

Note: All figures are in nominal terms and 
unadjusted for inflation
Source: Russia’s Federal Statistics Agency
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Unemployed laborers walk with their goods at the Cherkizovsky market.

Eastern cash battles West’s embrace in Moldova election

Moscow market’s closure upsets Beijing
Thriving wholesale venue filled with Chinese goods stirs authorities’ ire; owner punished for lavish move, some say
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Money for Moldova
Postelection loans and grants on 
offer to Moldova, by source 

Note: Figures are approximate in millions
of dollars
Sources: WSJ reporting; IMF;
European Commission
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$500 million 

Expected to more than 
double the $161 million in 
current loans outstanding 
if new government agrees 
to the fund’s terms 

Expected to add $70 
million (Œ50 million) to 
this year's $107 million 
(Œ75 million), if there is a 
new IMF agreement

ECONOMY & POLITICS

The abrupt shuttering of a giant
wholesale market in Moscow domi-
nated by Chinese traders has stirred
trade tensions between Moscow and
Beijing, highlightinglarge-scale smug-
gling between the two neighbors.

Keen to defuse a potential diplo-
matic row, a Chinese delegation, led
by Vice Minister of Commerce Gao
Hucheng, held talks with Russian of-
ficials in Moscow this past weekend.

Chinese traders have com-
plained they risk losing billions of
dollars in impounded merchandise.
Thousands of traders worked at the
market, and police have prevented
many from retrieving their stock
since its closure. The Russians say
they will ensure that legitimate busi-
nessmen get their goods back in the
coming months.

Popularly described as the larg-
est such market in Eastern Europe,
the Cherkizovsky Rynok sold every-
thing from clothes to food, often
cheaply, to wholesalers and price-
conscious Russian consumers. Local
authorities closed it at the end of
June, ostensibly for breaching sani-
tary and fire-safety norms.

Russian media, analysts and
economists suggest the real reason
was to punish the market’s wealthy
owner for hosting a star-studded ho-
tel opening in Turkey. Prime Minis-
ter Vladimir Putin judged the event
tasteless and unpatriotic at a time
when Russia is weathering a fierce
economic downturn, they say. Nei-
ther the businessman, Telman Is-

mailov, nor Mr. Putin’s spokesman
could be reached to comment.

Analysts say the move may also
have been an effort to support Rus-
sia’s ailing textile industry. Dep-
uty Trade Minister Sergey Nau-
mov said before the market was
shut that every trading stand at
the market meant a closed Russian
clothing workshop.

The market’s closure has high-
lighted the multibillion-dollar trade
in “gray imports” between Russia
and China. The trade has flourished
since the early 1990s when the mar-
ket first opened.

Moscow is keen to be seen to be
clamping down on smuggling as
part of its long-running campaign to
join the World Trade Organization.
Moscow says it wants to eradicate
gray imports, or goods that cross
the border thanks to payments to
middlemen who in turn bribe Rus-
sian customs officials. Such ship-
ments are seldom accompanied by
paperwork. Closing the market will
help stamp out such schemes, Rus-
sia says.

But the market’s closure has
sparked strong criticism within
China, with state media charging

that Russian customs policies are
flawed. The state-run China Daily
newspaper said it was “a matter of
regret” that Chinese businesspeo-
ple had suffered financial losses,
calling the closure “a tragedy.”

China exported goods valued at
$34.66 billion to Russia in 2008, ac-
cording to statistics from China’s
Ministry of Commerce. Lu Nanquan,
an expert on Sino-Russian trade at
the government-backed Chinese
Academy of Social Sciences, esti-
mates that an additional $8 billion
in gray-market goods flow into Rus-
sia from China each year.

“The normal rate for customs
duty is somewhere between 15% and
20%, but the gray customs clearance
only amounts to 5% or 6%,” Mr. Lu
says. “Chinese traders prefer to go
through the gray channel.”

In September 2008, Russian po-
lice raided the Moscow market, con-
fiscating goods they said had been il-
legally imported. The goods were
valued at an estimated $2 billion,
making it one of the biggest contra-
band hauls in Russian history. Chi-
nese traders offer an even higher es-
timate: $7 billion.

Prime Minister Putin raised the is-
sue—in his famously robust style—at
a government meeting in June. Mr. Pu-
tin asked why the investigation had
yielded no results. “A result would be
to send people to jail,” he said. “But
where are the convictions?”

Soon afterward, the market was
vilified as a den of criminality on
Russian state TV. Law-enforcement
agencies launched a criminal case,
Moscow’s Mayor Yuri Luzhkov
vowed to close it, and senior govern-
ment officials poured scorn on a
place one called “a hell-hole.” At the
end of June, it was finally shut.

Sergey Sanakoyev, chief execu-
tive of the Moscow-based Russian-
Chinese Center for Trade and Eco-
nomic Cooperation, a private con-
sulting firm, said the market’s clo-
sure was overdue and would usher
in new civilized trading practices, in-
cluding proper quality controls.

“It’s the end of an era,” he said. In
the future, Chinese traders could ply
their wares in giant indoor malls in
the Russian capital, he added. “The
effect on trade will be positive.”

By Marc Champion

Moldovans repeating national
elections on Wednesday face a stark
choice: vote for the ruling Commu-
nist Party and receive loans from
their Chinese and Russian backers
worth well over a third of national in-
come, or put their faith in the West.

The outcome of the vote remains
too close to call, according to opin-
ion polls and political analysts,
though few expect a repeat of the ri-
ots and brutal police crackdown
that followed fraud-tainted elec-
tions in the spring.

April’s turbulence and Wednes-
day’s vote are having an impact well
beyond the borders of this small ex-
Soviet nation of four million, stok-
ing a fierce geopolitical competition
for its loyalties.

Vladimir Voronin, Moldova’s out-
going president and likely speaker
of the next parliament, turned
sharply east after April’s events,
when anticommunist protesters
stormed his office and the parlia-
ment building. He accused neighbor-
ing Romania of provoking the riots
in an attempted a coup d’état and an-
grily rejected European Union criti-
cism of his handling of the election
aftermath, in which hundreds of op-
position supporters were jailed, and
two people died.

The former baker and Soviet-era
interior minister, traveling to Mos-
cow in June, got a warm welcome
and a pledge of $500 million in loans
for infrastructure projects in Mold-

ova. It wasn’t revealed what condi-
tions were attached to the loan, and
it isn’t clear whether the offer
would remain if the communists
were to lose their grip on power.

That presents Moldovans with
the prospect that voting against the
communists could mean relying in-
stead on the West, specifically the In-
ternational Monetary Fund, to help
lift up the country’s economy.

On Monday Mr. Voronin denied
accusations that the money came
with a political price attached, in
an interview with Russian news
agency Interfax. He said Moscow
had made no conditions, “unlike
certain international organiza-
tions.” He didn’t specify which orga-
nizations he meant.

Last week, China also put its sub-
stantial resources behind Mr. Voro-
nin, when China Overseas Engineer-
ing Group Co. signed a memoran-
dum of understanding for $1 billion
in loans for infrastructure projects.

The two pledges are equal to 37%
of Moldova’s $4 billion annual gross
domestic product and dwarf the
amount of money on offer from
Western institutions such as the In-
ternational Monetary Fund.

The EU hasn’t tried to match the
Russian and Chinese loan offers. But
it has sent a string of officials to en-
courage clean elections, including
last week’s visit by Poland’s Foreign
Minister Radek Sikorski, a big propo-
nent of EU expansion into the re-
gion. An IMF official in Moldova
said a mission was expected to ar-

rive in Chisinau to negotiate a new
loan facility as soon as a new govern-
ment is formed.

China’s interest in Moldova, a
small and distant country with few
natural resources to offer, has baf-
fled some diplomats in the capital,
Chisinau. But they note that China
has long had close relationship
with Mr. Voronin’s government,
one of the last in Europe to call it-
self communist.

China Overseas Engineering
Group didn’t return calls for com-
ment, and the Chinese Embassy in
Chisinau couldn’t be reached.

Russia’s interest in Moldova,
where its military supports a sepa-
ratist enclave of Russian speakers,
is evident. Moscow is determined to
protect its zone of influence in the
ex-Soviet bloc and saw April’s vio-
lent postelection street protests as
part of “Romania’s anschluss policy
toward Moldova,” said Sergei
Markov, director of the Institute for
Political Studies in Moscow, in a ref-
erence to Nazi Germany’s annex-
ation of Austria. Most of Moldova is
Romanian speaking and belonged to
Romania before World War II, when
it was seized by the Soviet army.

Mr. Markov says the two offers
of loans don’t indicate any rivalry
between Moscow and Beijing. “I
would not be surprised if Russia
asked the Chinese to offer money,
because both are interested to re-
verse this trend of Western-
backed regime change in the re-
gion,” he said. Since 2003, postelec-
tion street protests have led to
changes of government in Georgia,
Ukraine and Kyrgyzstan.

Political analysts in Moldova say
the country’s Western-leaning oppo-
sition parties are more likely to lose
than gain votes in Wednesday’s poll,
which was forced not by the street
protests but the failure of the Com-
munists to gather the 61 votes
needed in the 100-seat parliament
to elect a new president.

But Mr. Voronin’s Communists
may fare worse than they did in
April. That’s because the party’s
leading modernizer, Marian Lupu,
has quit since then, setting up his
own party, which is expected to
claim some 10% of the vote and
could emerge as king maker.

Some Moldovans are skeptical
the Russian and Chinese money will
materialize, whoever wins the elec-
tion. “The IMF is by far the most
credible source of money for Mold-
ova. Their money gets delivered”
and triggers other investment, said
Vlad Lupan, a political analyst in Chi-
sinau and former career diplomat in
Moldova’s foreign service.
 —Sue Feng in Beijing

contributed to this article.

By Jeremy Chan in Beijing
and Andrew Osborn in Moscow
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Gl High Yield I US BD LUX 07/27 USD 3.77 34.5 –4.4 –2.1
Gl Value A GL EQ LUX 07/27 USD 9.73 14.6 –32.1 –26.9
Gl Value B GL EQ LUX 07/27 USD 8.98 14.0 –32.7 –27.6
Gl Value I GL EQ LUX 07/27 USD 10.31 15.1 –31.6 –26.3
India Growth A - OT OT LUX 07/27 USD 105.00 NS NS NS
India Growth AX OT OT LUX 07/27 USD 91.67 58.7 0.7 –3.7
India Growth B - OT OT NA 07/27 USD 110.47 NS NS NS
India Growth BX OT OT LUX 07/27 USD 78.71 57.8 –0.3 –4.6
India Growth I EA EQ LUX 07/27 USD 94.80 59.0 1.0 –3.3
Int'l Health Care A OT EQ LUX 07/27 USD 122.21 4.1 –17.9 –12.0
Int'l Health Care B OT EQ LUX 07/27 USD 103.52 3.5 –18.8 –12.9
Int'l Health Care I OT EQ LUX 07/27 USD 133.06 4.5 –17.3 –11.3
Int'l Technology A OT EQ LUX 07/27 USD 93.08 27.2 –20.3 –15.2
Int'l Technology B OT EQ LUX 07/27 USD 81.00 26.5 –21.1 –16.1
Int'l Technology I OT EQ LUX 07/27 USD 104.01 27.8 –19.7 –14.5
Japan Blend A JP EQ LUX 07/27 JPY 5924.00 10.4 –32.2 –27.9
Japan Growth A JP EQ LUX 07/27 JPY 5803.00 4.3 –32.5 –28.3
Japan Growth I JP EQ LUX 07/27 JPY 5950.00 4.8 –32.0 –27.7
Japan Strat Value A JP EQ LUX 07/27 JPY 5944.00 15.3 –33.1 –28.3
Japan Strat Value I JP EQ LUX 07/27 JPY 6081.00 15.8 –32.6 –27.7
Real Estate Sec. A OT EQ LUX 07/27 USD 11.93 11.8 –30.8 –22.0

Real Estate Sec. B OT EQ LUX 07/27 USD 10.95 11.2 –31.6 –22.8
Real Estate Sec. I OT EQ LUX 07/27 USD 12.77 12.2 –30.3 –21.4
Short Mat Dollar A US BD LUX 07/27 USD 7.02 5.9 –5.1 –8.9
Short Mat Dollar A2 US BD LUX 07/27 USD 9.31 6.3 –5.2 –9.0
Short Mat Dollar B US BD LUX 07/27 USD 7.02 5.7 –5.5 –9.4
Short Mat Dollar B2 US BD LUX 07/27 USD 9.28 5.9 –5.6 –9.4
Short Mat Dollar I US BD LUX 07/27 USD 7.02 6.2 –4.5 –8.4

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 07/27 GBP 7.02 5.4 –10.6 –11.8
Andfs. Borsa Global GL EQ AND 07/27 EUR 5.74 –1.0 –27.0 –22.5
Andfs. Emergents GL EQ AND 07/27 USD 14.57 45.7 –18.2 –13.0
Andfs. Espanya EU EQ AND 07/27 EUR 12.20 12.7 –11.0 –15.3
Andfs. Estats Units US EQ AND 07/27 USD 13.23 8.5 –23.2 –17.2
Andfs. Europa EU EQ AND 07/27 EUR 6.93 6.9 –20.8 –20.5

Andfs. Franca EU EQ AND 07/27 EUR 8.49 2.6 –22.4 –22.7

Andfs. Japo JP EQ AND 07/27 JPY 490.81 12.0 –25.4 –25.7

Andfs. Plus Dollars US BA AND 07/27 USD 8.77 4.0 –12.6 –9.0

Andfs. RF Dolars US BD AND 07/27 USD 10.84 6.1 –4.0 –1.6

Andfs. RF Euros EU BD AND 07/27 EUR 10.27 14.6 –2.0 –4.4

Andorfons EU BD AND 07/27 EUR 13.62 14.2 –3.5 –7.3

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

Andorfons Mix 30 EU BA AND 07/27 EUR 8.76 8.2 –16.0 –13.7

Andorfons Mix 60 EU BA AND 07/27 EUR 8.35 2.7 –25.1 –20.3

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

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 07/28 EUR 9.42 –6.5 –8.2 –3.8

DJE-Absolut P GL EQ LUX 07/28 EUR 183.93 4.9 –15.4 –13.6

DJE-Alpha Glbl P EU BA LUX 07/28 EUR 161.31 4.9 –11.9 –9.6
DJE-Div& Substanz P GL EQ LUX 07/28 EUR 190.67 9.0 –10.2 –10.7
DJE-Gold&Resourc P OT EQ LUX 07/28 EUR 146.01 11.7 –14.4 –8.2
DJE-Renten Glbl P EU BD LUX 07/28 EUR 126.09 5.4 4.7 1.7
LuxPro-Dragon I AS EQ LUX 07/28 EUR 146.87 58.2 14.7 –2.5
LuxPro-Dragon P AS EQ LUX 07/28 EUR 143.22 57.8 14.1 –3.6
LuxTopic-Aktien Europa EU EQ LUX 07/28 EUR 15.27 6.6 –6.2 –8.1
LuxTopic-Pacific AS EQ LUX 07/28 EUR 13.95 54.1 –19.2 –19.3

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

Continued from previous page

Please turn to next page

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

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

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

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

BofA to trim branch network
Shift in preferences
to banking online
or by phone spur move

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

By Dan Fitzpatrick

Bank of America Corp. Chief Ex-
ecutive Kenneth Lewis told inves-
tors last week he is planning to
shrink the company’s 6,100-branch
network by about 10%, a pullback
from the two-decade expansion
that took the bank from coast to
coast.

Mr. Lewis discussed the plans
at a meeting Thursday in the
bank’s hometown of Charlotte,
N.C., according to people familiar
with the conversation. Liam Mc-
Gee, president of Bank of Ameri-
ca’s consumer and small-business
bank, also said branch closures are
in the works but added it would be
premature to specify how many lo-
cations could be closed, these peo-
ple said.

The driving force for the clos-
ings is changing customer prefer-
ences, Mr. McGee said, according
to these people, as online and mo-
bile banking take transactions
away from branches. Messrs.
Lewis and McGee didn’t say when
the shutterings would occur, these
people said. Neither executive was
available for comment Monday,
and a Bank of America spokesman
wouldn’t discuss the matter.

At the end of 2008, Bank of
America’s retail-banking opera-
tions covered about 82% of the U.S.
population, with its red-and-blue

flag logo in 13 of the 15 fastest-
growing U.S. states and 32 states
overall. The company holds 12.2%
of all U.S. deposits, according to
SNL Financial, followed by Wells
Fargo & Co. and J.P. Morgan Chase

& Co.
In the 1990s, Bank of America

pushed ahead with a branch-build-
ing strategy as rivals scaled back,
believing that the corner branch
was crucial to the bank’s overall
strategy. Acquisitions since 1998
also added to its heft in California,

Florida, the Northeast and the Mid-
west.

Bank of America is facing a
growing challenge from Wells
Fargo, which has 6,668 branches in
39 states following its takeover of
Wachovia Corp. The San Francisco
bank has no plans to retreat, a
spokeswoman said Monday. J.P.
Morgan has about 5,100 U.S.
branches. It has closed about 390
former Washington Mutual
branches since buying the banking
operations of that failed thrift last
September. A spokesman said the
bank typically builds 100-125
branches a year and said that will
continue “for the foreseeable fu-
ture.”

The retrenchment at Bank of
America comes as it continues its
integrations of Merrill Lynch & Co.
and Countrywide Financial Corp.,
reshuffles leadership at the behest
of regulators and fends off rising
credit losses. Mr. Lewis said July 17
that it would be “much tougher” to
make money in the second half of
2009.

In last week’s meeting, Mr.
Lewis reiterated that it would be
difficult to overcome credit prob-
lems in the next two quarters, ac-
cording to people familiar with the
conversation, even though the U.S.
economy is in the “seventh inning”
of deleveraging by consumers. The
savings rate isn’t likely to remain
at 6% to 7% because that isn’t in the
“American gene pool,” he added,
according to these people. The
62-year-old chief executive said he
wants to stay at Bank of America
long enough to see it through “to
the other side” of its struggles.

By Carolyn Cui

While regulators debate how to
curb excessive speculation in com-
moditiesmarkets,exchangesaremov-
ing to impose limits on natural-gas
trading,sparkingoutrageamongtrad-
ers.

In the face of pending restric-
tions, natural-gas prices have swung
wildly and trading volume has de-
clined, highlighting the dilemma fac-
ing regulators: how to heighten over-
sight without introducing adverse
consequences.

The issue was brought up again
Tuesday, as the Commodity Futures
Trading Commission held a public
hearing to discuss ways of easing
speculation.

In June, the New York Mercantile
Exchange sent a notice to members
that it would start imposing what
are known as “hard expiration posi-
tion limits” on seven cash-settled
natural-gas contracts, limits on the
positions traders can hold in the
three days before the contracts ex-
pire. By capping the bets traders can
make, the exchange hopes to limit
the volatility that often comes with
contract expirations.

“Markets are declining measur-
ably and noticeably,” said Michael
Cosgrove, head of commodities and
energy brokerage at GFI Group Inc.’s
North American operations. “A num-
ber of market users were so stunned
by this and simply pulled out of the
market.”

At Nymex, trading volume on
one of the seven affected contracts—
Henry Hub Natural Gas Penultimate
Swap—fell 19% in June from a year
earlier.

Natural-gas prices jumped 11% in
early June, followed by a 23% dive un-
til July 13, and then rebounded 10% in
recent days. Monday, natural-gas fu-
tures fell 2.5% on the Nymex, to settle
at $3.604 per million British thermal
units. Midday Tuesday, they stood at
$3.475.

Price volatility of the three-
month contracts shot up in June to a
level suggesting prices moved
within a 58% range, the highest
since 1990, when natural gas started
trading at Nymex, according to Banc
of America Securities-Merrill
Lynch.

The restrictions “will be the sin-
gle most detrimental factor to the
natural-gas market,” said Sid Per-
kins, managing partner at Ion En-
ergy Group, a New York-based en-
ergy brokerage.

The notice from Nymex said its
moves were pre-emptive, in advance
of CFTC rules expected to take effect
this fall, which will require ex-
changes to impose limits on these

natural gas contracts. Nymex’s new
rules start with contracts set to ex-
pire in October.

Similar natural-gas contracts at
IntercontinentalExchange, or ICE,
became subject to the CFTC restric-
tions Friday, the agency said.

Traders at the ICE received a no-
tice from the exchange Monday.

Nymex chose to notify its mem-
bers well in advance of the new rules
so the market could react accord-
ingly, said Thomas LaSala, the ex-
change’s chief regulatory officer.

“We are all working toward a so-
lution that avoids overregulation,
which could result in decreased par-
ticipation in the market, fewer risk-
management options and reduced li-
quidity in the U.S. markets,” said Mr.
LaSala. CME Group, the parent com-
pany of Nymex, is having active dis-
cussions with lawmakers and regula-
tors, he said.

Meanwhile, brokers said less
money is going into contracts be-
yond October, as traders are uncer-
tain about what will happen once
the new rules take effect.

The seven natural-gas contracts
subject to the Nymex limits are set-
tled in cash, originally designed to
be used by commercial players and
settled based on the price of bench-
mark futures contracts at Nymex
linked to physical delivery of gas. In
recent years, the cash contracts
have attracted a wider range of play-
ers and become “significant price
discovery contracts,” the CFTC con-
cluded early this year. Instead of
tracking physical delivery prices,
these contracts sometimes could
lead it, raising concerns about possi-
ble market manipulation.

“It’s something that affects ev-
erybody,” said Javier Loya, chief ex-
ecutive of OTC Global Holdings, a
Houston-based natural-gas broker.
“You are talking about a market that
is a very robust and very much tied
to the whole economy.”

Traders balk at plans
for limits in natural gas
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The 10% reduction
marks a change from
the bank’s two de-
cades of expansion.

Bank of America’s plans would mean closing about 10% of the lending giant’s branches. The bank expanded its branch
network in the 1990s as rivals scaled back. Above, a Bank of America location in New York.

THE INTERNATIONAL INVESTOR

Note: 1998 figure is as of Dec. 31
Sources: the company; WSJ research

Branching out
Takeovers have increased the size of 
Bank of America’s branch network

1998

BankAmerica, 1998

FleetBoston Financial, 2004

LaSalle Bank, 2007

Merrill Lynch, 2009

Big acquisitions

4,700 branches

2009 More than 6,100

Note: Continuous front-month contract
Source: Thomson Reuters
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PENAmerican Center &
PENCanada
Chris Abani,Nigeria/USA
Aravind Adiga, India
Edward Albee, USA
Martin Amis,UK
K. Anthony Appiah,USA
NadeemAslam, Pakistan/UK
Margaret Atwood, Canada
Paul Auster, USA
Russell Banks,USA
Sebastian Barry, Ireland
Ishmael Beah, Sierra Leone/USA
Giaconda Belli,Nicaragua/USA
Anouar Benmalek,Algeria/France
Breyten Breytenbach,
South Africa/USA
Ian Buruma,Netherlands/USA
Peter Carey,Australia/USA
Massimo Carlotto, Italy
Vikram Chandra, India/USA
Ron Chernow,USA
Billy Collins,USA
Alan Cumyn, Canada
Rebecca Curtis,USA
José Dalisay, Philippines
Edwidge Danticat,USA/Haiti
Bei Dao, China
Alain de Botton, Switzerland
Don DeLillo,USA
Kiran Desai, India/USA
E.L. Doctorow,USA
Ariel Dorfman, Chile/USA
György Dragomán,Hungary
Umberto Eco, Italy
Dave Eggers,USA
Dr. Carolin Emcke,Germany
Victor Erofeyev, Russia
Nuruddin Farah,
Somalia/South Africa
Joshua Foer,USA
Charles Foran, Canada
Jonathan Franzen,USA
Neil Gaiman,UK
Forrest Gander,USA
Francisco Goldman,USA
Nadine Gordimer, South Africa
Philip Gourevitch,USA
Katherine Govier, Canada
Mark Greif,USA
David Grossman, Israel
Arnon Grunberg,Netherlands
Rawi Hage, Canada
Jessica Hagedorn,USA
Aleksandar Hemon, Bosnia/USA
Amy Hempel,USA
Lawrence Hill, Canada
Chenjerai Hove, Zimbabwe/Norway
Siri Hustvedt,USA
Ha Jin, China/USA
Lieve Joris, Belgium
Christian Jungersen,Denmark
Daniel Kehlmann,Austria/Germany
William Kennedy,USA
Etgar Keret, Israel
Yasmina Khadra,Algeria
Elias Khoury, Lebanon

Mark Kingwell, Canada
Naomi Klein, Canada
Michael Krueger,Germany
Mark Kurlansky,USA
Paul LaFarge,USA
Dany Laferrière,Haiti/Canada
Nick Laird, Ireland
Nam Le, Vietnam/Australia
Jonathan Lethem,USA
Yiyun Li, China/USA
Ma Jian, China/UK
Geert Mak,Netherlands
YannMartel, Canada
ColumMcCann, Ireland/USA
Ian McEwan,UK
Patrick McGrath, UK
Suketu Mehta, India/USA
Catherine Millet, France
Luke Mitchell,USA
Daniyal Mueenuddin, Pakistan
Antonio Muñoz Molina, Spain
Cees Nooteboom, Netherlands
Michael Ondaatje, Sri Lanka/Canada
Susan Orlean,USA
George Packer,USA
Orhan Pamuk, Turkey
Richard North Patterson,USA
Caryl Phillips,UK
Steven Pinker, Canada
Elena Poniatowska,Mexico
José Manuel Prieto, Cuba/USA
Francine Prose,USA
Nino Ricci, Canada
Adrienne Rich,USA
Roxana Robinson,USA
Philip Roth, USA
John Ralston Saul, Canada
Lionel Shriver,USA
Gary Shteyngart,USA
Zadie Smith,UK
Wole Soyinka,Nigeria
Rose Styron,USA
Wells Tower,USA
Jane Urquhart, Canada
Mario Vargas Llosa, Peru
M.G. Vassanji, Canada
Ngugi wa Thiong’o, Kenya
Eliot Weinberger, USA
EdmundWhite,USA
SeanWilsey,USA
A.B. Yehoshua, Israel
Saadi Yousef, Iraq/UK

Committee to Protect
Journalists, Index
on Censorship, and
Canadian Journalists
for Free Expression
Nada Adessamad, Lebanon
Abdulrahman Al-Rashed,
Al-Arabiya, UAE
Mansoor Al-Jamri,
Al-Wasat, Bahrain
Abdul Karim Al-Khaiwani, Yemen
Walid Al-Omari,
Al-Jazeera, Palestine
Christiane Amanpour, CNN, USA

Jamal Amer,Al-Wasat, Yemen
Jon Lee Anderson,
The New Yorker, UK
Ali Anouzla,Al-Jarida
Al-Oula, Morocco
Sally Armstrong,
Maclean’s, Canada
Abdul Bari Atwan,
Al-Quds Al-Arabi, UK
Omar Belhouchet,
Al-Watan, Algeria
Ahmed Reda Benchemsi,
TelQuel and Nishan, Morocco
Mohamed Benchicou,Algeria
Sihem Bensedrine, Kalima, Tunisia
Mehmet Ali Birand,
CNN TURK, Turkey
Taoufik Bouachrine,
Akhbar el-Youm, Morocco
Ali Bulaç Zaman, Turkey
Tony Burman,
Al-Jazeera English, Qatar
Lydia Cacho,Mexico
Carlos Fernando Chamorro,
Confidencial, Nicaragua
Doha Chams,Al-Akhbar, Lebanon
Ying Chan,Hong Kong
NoamChomsky,USA
Daniel Coronell,
Noticias Uno, Colombia
Marites Danguilan Vitug,
Newsbreak, Philippines
Nicholas Dawes,
Mail and Guardian, South Africa
Redi Direko, Radio 702, South Africa
Ibrahim Eissa, Al-Dustour, Egypt
Gamal Fahmy, Egypt
Lucio Flavio Pinto,
Jornal Pessoal, Brazil
Yousri Fouda, Egypt
Tom Friedman, The New York Times,
USA
Sami Ghaleb,Al-Nida,Yemen
Murtada Ghali,
Ajras Al-Hurriya, Sudan
Hussein Abdel Ghani,Al-Jazeera,
Egypt
Mónica Gonzalez, CIPER, Chile
Gustavo Gorriti, Peru
Alma Guillermoprieto,Mexico
Lotfi Hajji,Al-Jazeera, Tunisia
Brian Hungwe, Zimbabwe
Boubakir Jamai,
Le Journal, Morocco
JiangWeiping, Canada
Josef Joffe,Die Zeit, Germany
Chaitanya Kalbag, India
HishamKassem, EOHR, Egypt
Rachid Khechana,
Al-Mawkif, Tunisia
Kyung-Ho Kim, South Korea
Sami Kohen, Milliyet, Turkey
Ted Koppel,USA
Mohamed Krichene,
Al-Jazeera, Qatar
Daoud Kuttab, Palestine
Andrei Lipsky,
Novaya Gazeta, Russia

Linden MacIntyre, CBC, Canada
AmadouMahtar Ba,
All Africa, Washington D.C.
Peter Mansbridge, CBC, Canada
Daniele Mastrogiacomo,
La Repubblica, Italy
Veran Matic, B92, Serbia
Wilf Mbanga, The Zimbabwean, UK
AdamMichnik,
Gazeta Wyborcza, Poland
JohnMicklethwait,
The Economist, UK
Roula Mikhael,Maharat, Lebanon
Javier Moreno, El País, Spain
Caroline Mutoko, Kiss FM, Kenya
Adela Navarro Bello, Zeta, Mexico
Fintan O’Toole, Irish Times, Ireland
Carol Off, CBC, Canada
Mariane Pearl, France
Teodoro Petkoff, Tal Cual, Venezuela
Alan Philps,UK
Cristian Tudor Popescu,
Gândul, Romania
Vladimir Pozner, Independent
Journalist, Russia
Antonia Rados,
RTL Germany, Germany
Sergio Ramírez,Nicaragua
Ahmed Rashid, Pakistan
Neziha Rejiba, Kalima, Tunisia
Lloyd Robertson, CTV News, Canada
Fernando Rodrigues,
Folha de S. Paulo, Brazil
Pierre Rousselin, Le Figaro, France
Fabrice Rousselot,
Libération, France
Rana Sabbagh-Gargour, Jordan
Mahjoub Mohamed Saleh,
Al-Ayyam, Sudan
Daniel Santoro, Clarín, Argentina
Enrique Santos,
El Tiempo, Colombia
Fernando Savater, Spain
Roberto Saviano, Italy
Khaled Sergany,Al-Dostour, Egypt
Najam Sethi,Daily Times, Pakistan
Sabam Siagian,
Jakarta Post, Indonesia
Sigrun Slapgard,
Norwegian Broadcasting
Organisation, Norway
Jon Snow, Channel 4, UK
John Stackhouse,
The Globe and Mail, Canada
Paul Steiger, ProPublica, USA
Ndey Tapha Sosseh,
Gambia Press Union, Gambia
Tarun Tejpal, Tehelka, India
Manuel Vázquez Portal,USA
Franco Venturini,
Corriere della Sera, Italy
Horacio Verbitsky,
Página/12, Argentina
Lal Wickrematunge,
Sunday Leader, Sri Lanka
Karem Yehya, Egypt
Fareed Zakaria,Newsweek, USA
Faride Zeran, Chile

International
Documentary Film
Festival Amsterdam
Hany Abu-Assad, Palestine
Claire Aguilar,USA
Isabel Arrate Fernandez,
Netherlands
Jane Balfour,UK
Paola Barreto-Leblanc, Brazil
Tevfik Baser, Turkey
Victoria Belopolsky, Russia
Rudy Buttignol, Canada
Heather Croall,UK
Sandra den Hamer, Netherlands
Ally Derks, Netherlands
Özgur Dögan, Turkey
Sergey Dvortsevoy, Russia
Don Edkins, South Africa
Dimitri Eipides,Greece
Hans Robert Eisenhauer,Germany
Orhan Eskikoy, Turkey
Pelin Esmer, Turkey
Alexey Fedorchenko, Russia
Simon Field,UK
Nick Fraser,UK
Erik Gandini, Sweden
Flora Gregory,UK
Carmen Guarini,Argentina
Cao Guimaraes, Brazil
Heddy Honigmann,Netherlands
Dariusz Jablonski, Poland
Nishtha Jain, India
Yves Jeanneau, France
Amir Labaki, Brazil
Edward Lachman,USA
Jörgen Leth,Denmark
Kim Longinotto,UK
Pawel Lozinski, Poland
Montaser Marai,Qatar
Karina Maristany Espinasa,
Venezuela
Renzo Martens,Netherlands
Rashid Masharawi, Palestine
Cara Mertes, USA
Laura Michalchyshyn,USA
Robbie Müller,Netherlands
Ben Nguyen, Australia
Catherine Olsen, Canada
Sevgi Ortaç, Turkey
Kostomarov Pavel, Russia
John Petrizzelli, Venezuela
Aleksander Rastorguev, Russia
Makoto Sasa,USA
Jess Search,UK
Ulrich Seidl,Austria
Todd Solondz,USA
Jonathan Stack,USA
Mazdak Taebi,USA
Pieter van Huystee,Netherlands
Adriek Van Nieuwenhuijzen,
Netherlands
Ikka Vehkalahti, Finland
Manski Vitali, Russia
WimWenders,Germany
DianeWeyermann,USA
DavidWilson,USA
Rutger Wolfson,Netherlands

For the past five weeks Maziar Bahari, 42, a Canadian-Iranian journalist and film
director, has been held in Tehran’s Evin Prison without access to his family or a
lawyer. Nearly 300 writers, reporters, and filmmakers from more than 60 countries
around the world, including several Nobel Prize winners, have put their names to
petitions calling upon the Iranian government to release him. The variety in their
nationalities and their professions is a remarkable testament toMaziar, and to the
value of his work. The government of Iran should heed their plea.

FrEEMAzIArBAhArI
newsweek reporter, filmmaker, playwright, author, artist, and,
since June 21, prisoner.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 07/27 USD 9.16 11.6 –22.8 –20.1

Am Blend Portfolio I US EQ LUX 07/27 USD 10.76 12.1 –22.1 –19.5
Am Growth A US EQ LUX 07/27 USD 26.90 17.5 –11.7 –10.0
Am Growth B US EQ LUX 07/27 USD 22.71 16.8 –12.6 –10.9
Am Growth I US EQ LUX 07/27 USD 29.71 18.0 –11.0 –9.3
Am Income A US BD LUX 07/27 USD 7.92 14.0 3.3 3.1
Am Income A2 US BD LUX 07/27 USD 17.44 14.6 3.3 3.1
Am Income B US BD LUX 07/27 USD 7.92 13.5 2.5 2.3
Am Income B2 US BD LUX 07/27 USD 15.08 14.2 2.6 2.4
Am Income I US BD LUX 07/27 USD 7.92 14.4 4.0 3.7
Am Value A US EQ LUX 07/27 USD 7.81 8.3 –16.3 –17.9
Am Value B US EQ LUX 07/27 USD 7.22 7.6 –17.2 –18.7
Am Value I US EQ LUX 07/27 USD 8.38 8.8 –15.6 –17.2
Asian Technology A OT EQ LUX 07/27 USD 12.94 47.9 –7.7 –12.8
Asian Technology B OT EQ LUX 07/27 USD 11.37 47.1 –8.6 –13.7
Asian Technology I OT EQ LUX 07/27 USD 14.38 48.6 –7.0 –12.1
Emg Mkts Debt A GL BD LUX 07/27 USD 14.21 27.2 3.8 4.4
Emg Mkts Debt A2 GL BD LUX 07/27 USD 17.83 28.1 4.0 4.5
Emg Mkts Debt B GL BD LUX 07/27 USD 14.21 26.6 2.7 3.4
Emg Mkts Debt B2 GL BD LUX 07/27 USD 17.24 27.3 2.9 3.4
Emg Mkts Debt I GL BD LUX 07/27 USD 14.21 27.6 4.3 5.0
Emg Mkts Growth A GL EQ LUX 07/27 USD 28.41 41.8 –25.5 –16.2

Emg Mkts Growth B GL EQ LUX 07/27 USD 24.18 41.0 –26.3 –17.1
Emg Mkts Growth I GL EQ LUX 07/27 USD 31.38 42.4 –24.9 –15.6
Eur Growth A EU EQ LUX 07/27 EUR 6.39 14.7 –20.9 –21.6
Eur Growth B EU EQ LUX 07/27 EUR 5.77 14.0 –21.7 –22.4
Eur Growth I EU EQ LUX 07/27 EUR 6.94 15.1 –20.3 –21.0
Eur Income A EU BD LUX 07/27 EUR 6.08 24.4 1.5 –2.1
Eur Income A2 EU BD LUX 07/27 EUR 11.52 25.1 1.6 –2.1
Eur Income B EU BD LUX 07/27 EUR 6.08 24.0 0.8 –2.8
Eur Income B2 EU BD LUX 07/27 EUR 10.75 24.6 0.9 –2.8
Eur Income I EU BD LUX 07/27 EUR 6.08 24.7 2.1 –1.5
Eur Strat Value A EU EQ LUX 07/27 EUR 7.51 7.9 –29.6 –29.0
Eur Strat Value I EU EQ LUX 07/27 EUR 7.66 8.3 –29.1 –28.3
Eur Value A EU EQ LUX 07/27 EUR 8.06 10.7 –24.3 –26.1
Eur Value B EU EQ LUX 07/27 EUR 7.45 10.0 –25.1 –26.8
Eur Value I EU EQ LUX 07/27 EUR 9.27 11.0 –23.8 –25.5
Gl Balanced (Euro) A EU BA LUX 07/27 USD 14.78 9.5 –17.8 –15.6
Gl Balanced (Euro) B EU BA LUX 07/27 USD 14.47 8.9 –18.6 –16.4
Gl Balanced (Euro) C EU BA LUX 07/27 USD 14.69 9.4 –18.0 –15.8
Gl Balanced (Euro) I EU BA LUX 07/27 USD 15.01 9.9 –17.3 –15.0
Gl Balanced A US BA LUX 07/27 USD 14.87 11.9 –18.0 –14.2
Gl Balanced B US BA LUX 07/27 USD 14.20 11.3 –18.9 –15.1

Gl Balanced I US BA LUX 07/27 USD 15.38 12.3 –17.4 –13.6
Gl Bond A US BD LUX 07/27 USD 8.91 6.5 4.9 3.3
Gl Bond A2 US BD LUX 07/27 USD 15.18 6.8 4.9 3.3
Gl Bond B US BD LUX 07/27 USD 8.91 5.9 3.8 2.2
Gl Bond B2 US BD LUX 07/27 USD 13.35 6.2 3.8 2.3
Gl Bond I US BD LUX 07/27 USD 8.91 6.8 5.5 3.9
Gl Conservative A US BA LUX 07/27 USD 14.06 8.4 –7.5 –6.2
Gl Conservative A2 US BA LUX 07/27 USD 15.81 8.4 –7.5 –6.2
Gl Conservative B US BA LUX 07/27 USD 14.05 7.9 –8.4 –7.1
Gl Conservative B2 US BA LUX 07/27 USD 15.09 7.9 –8.4 –7.2
Gl Conservative I US BA LUX 07/27 USD 14.12 9.0 –6.6 –5.5
Gl Eq Blend A GL EQ LUX 07/27 USD 10.22 14.3 –32.5 –25.6
Gl Eq Blend B GL EQ LUX 07/27 USD 9.63 13.7 –33.2 –26.3
Gl Eq Blend I GL EQ LUX 07/27 USD 10.74 14.9 –32.0 –25.0
Gl Growth A GL EQ LUX 07/27 USD 36.75 14.0 –33.1 –24.4
Gl Growth B GL EQ LUX 07/27 USD 30.81 13.3 –33.8 –25.2
Gl Growth I GL EQ LUX 07/27 USD 40.67 14.5 –32.6 –23.8
Gl High Yield A US BD LUX 07/27 USD 3.77 34.0 –5.1 –2.7
Gl High Yield A2 US BD LUX 07/27 USD 7.78 35.1 –5.2 –2.7
Gl High Yield B US BD LUX 07/27 USD 3.77 33.0 –6.4 –3.8
Gl High Yield B2 US BD LUX 07/27 USD 12.56 34.3 –6.1 –3.6
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Hong Kong climbs 1.8%;
Nikkei slips as streak ends

HF Fund of Funds
These funds offer investors exposure to several different hedge fund strategies. FOF man-
agers select outside hedge funds as part of multi-manager portfolio. Ranked on % total re-
turn (dividends reinvested) in U.S. dollars for one year ending July 28, 2009

Leading 10 Performers
FUND FUND LEGAL % Return in $US **
RATING NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

NS Berens Berens Capital, USDiUnited States –3.22 30.42 23.96 NS
Global Value Fund LP LLC

NS Berens Berens Capital, USDiUnited States –4.46 29.59 20.48 NS
Insurance Dedicated Fund LLC LLC

NS Berens Berens Capital, USDiCayman Isl –3.17 28.29 22.62 NS
Global Value Fund Ltd LLC

NS Arundel Arundel Partners EURiIsle of Man 1.22 25.16 16.93 16.41
Orient EUR

NS AXA Nouveaux AXA Investment EURiFrance 9.05 19.93 13.74 7.96
Horizons Acc Managers Paris

NS Berens Berens Capital, USDiUnited States –1.75 19.73 15.40 12.33
Capital Partners, LP LLC

NS Berens Berens Capital, USDiUnited States –1.80 19.28 14.47 12.03
Capital Fund, Ltd. LLC

NS Credit Credit Suisse AUD iAustralia 3.63 18.01 19.23 NS
Suisse - Global Div Strat AUD Asset Management AUD

NS LBPAM La Banque Postale EURiFrance 6.93 17.81 12.69 NS
Alterna 25 E A/I Asset Management

NS CFS WS Colonial First AUD iAustralia 2.04 15.79 15.13 13.21
Tactical Strat AUD State Investments Limited

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com
 Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001
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Philly Fed: revamp could hurt
Central bank’s role
could be ill-defined
under Obama plan

THE INTERNATIONAL INVESTOR

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

Federal Reserve Bankof Philadelphia chief
CharlesPlosser said the Fed may raise
interest rates in the ‘not-too-distant
future’ tocombat inflation. Above, he is
seentaking part in a panel discussion at
theUniversity of Delaware in January.

Merrill, UBS are fined over fund sales

FUND SCORECARD
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By Colin Ng

And Leslie Shaffer

Most Asian markets continued
to push higher Tuesday amid broker
upgrades and hopes for earnings
growth, with Hong Kong shares ris-

ing 1.8% to another
10-month closing
high.

Japan’s Nikkei
Stock Average of

225 companies, however, snapped
its longest winning streak in 20
years as it ended fractionally lower
at 10087.26. The index had risen for
nine consecutive sessions. Tech and
oil stocks were weaker. But steel-
maker JFE Holdings surged 7.3% af-
ter the company forecast a full-year
profit.

In Sydney, the S&P/ASX 200 in-
dex rose 0.7% to 4169.50, its highest
close since Nov. 5. The broader All
Ordinaries Index climbed 0.6%, its
11th consecutive gain. Singapore’s
Straits Times Index jumped 1.8% to
2624.04, its highest close in more
than 10 months.

India’s Sensitive Index shed 0.3%
to 15331.94, though Tata Motors
rocketed 10% a day after reporting
strong quarterly earnings.

In Hong Kong, the Hang Seng In-
dex climbed 372.92 points to

20624.54, its ninth rise in the past 11
sessions, for a total increase of 20%.
The Shanghai Composite Index
edged up 0.1% to 3438.37, a new 13µ-
month closing high.

Analysts said the tripling of Si-
chuan Expressway’s shares in its
trading debut in Shanghai on Mon-
day bodes well for large Hong Kong-
listed companies that hope to list on
the mainland, including China Mo-
bile and Cnooc. China Mobile rose 4%
and Cnooc gained 2.8%. Sichuan Ex-
pressway declined 10% in Shanghai.

Chinese steelmakers were
among the biggest gainers after
Goldman Sachs upgraded the sector
on stronger demand related to infra-
structure spending and property in-
vestments in China. Goldman raised
Angang Steel to “buy” from “neu-
tral,” and the stock jumped 8.6%.
Maanshan Iron & Steel surged 7.9%.

Steelmakers also gained in
Shanghai, with Baoshan Iron &
Steel up 8.7% and Wuhan Iron &
Steel gaining 5.9%.

Property developers were higher
in Hong Kong on expectations that
abundant liquidity would continue
to support the local property mar-
ket. New World Development rose
4.4%, Wharf (Holdings) jumped
5.2%, and Cheung Kong (Holdings)
gained 1.4%.

By Jon Hilsenrath

Charles Plosser, president of
the Federal Reserve Bank of Phila-
delphia, expressed reservations
about the Obama administration’s
plans for rewriting the nation’s fi-
nancial regulations, saying it
could leave the Fed with an ill-de-
fined role as bank regulator and
make it less effective at its main
job of fighting inflation.

Mr. Plosser is one of 12 Federal
Reserve regional bank presidents
who have a say in Fed decisions
about interest rates and bank su-
pervision. His comments were
among the most skeptical yet from
a Fed official on the Obama plan.
“You don’t want an institution
that is so heavy into other things
that it fails to do its appropriate
role on the monetary policy
piece,” Mr. Plosser said in an inter-
view Monday, emphasizing the pri-
macy of the Fed’s job in promoting
price stability.

Mr. Plosser expressed some dis-
comfort with the plan to designate
the Fed as the overarching protec-
tor of financial stability. “I would
feel more comfortable with this if I
had a clearer statement of what it
is we’re expected to accomplish,”

he said. “I want that authority de-
fined in a way that protects the in-
dependence of monetary policy.”
Mr. Plosser’s concerns are notable
because they come from within
the Federal Reserve system.

President Barack Obama has
proposed giving the Fed addi-
tional authority to oversee large fi-
nancial institutions as part of a
regulatory overhaul. The overhaul
would also give the Fed a seat on a
new council charged with guard-
ing against financial-market melt-
downs like the one that hit the
banking system last year.

The proposal would take away
the Fed’s powers as a consumer-fi-
nance regulator. Fed Chairman
Ben Bernanke worked closely with
Treasury Secretary Timothy Geith-
ner in formulating the financial
regulatory revamp and got much
of what he wanted for the Fed,
though he resisted efforts to strip
the Fed of its consumer-protec-
tion authority.

Some critics argue the Fed
shouldn’t get additional regula-
tory powers because it failed to
prevent the last crisis.

The Philadelphia Fed president
is from the hawkish wing of the
Fed’s Federal Open Market Com-
mittee, which sets interest rates;
he and his allies tend to take a
harder line on inflation than some
other Fed officials. The 12 bank
presidents rotate five voting seats
on the FOMC every year; Mr.
Plosser next gets a vote in 2011.

Mr. Plosser warned that the Fed
might need to raise interest rates
in the “not-too-distant future” to
fight inflation. While many econo-
mists believe inflation won’t rise
as long as unemployment is high,
Mr. Plosser said the 1970s proved
the economy could produce an in-
flation outbreak even with high un-
employment.

Playing off Mr. Bernanke’s com-
ment in a PBS interview Sunday
that he was determined to prevent
a second Great Depression, Mr.
Plosser said, “I also don’t want to
repeat the Great Inflation of the
1970s.”

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United States
citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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ASIAN-PACIFIC
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By Kevin Kingsbury

The Financial Industry Regula-
tory Authority has fined Merrill
Lynch and UBS AG a combined
$250,000 for supervisory failures
that led to unsuitable short-term
sales of closed-end funds purchased
at the funds’ initial public offerings.

Finra also suspended five Merrill
Lynch brokers for 15 days each and
fined them $10,000 for making un-
suitable fund recommendations to
customers. A probe into the activi-
ties of former UBS brokers involved
in the short-term sales of closed-
end funds continues, the group said.

Such funds are investment com-
panies that sell a fixed number of
shares in an IPO, after which the
shares trade in the secondary mar-
ket, typically at a discount from the
offer price. The funds at issue had
sales charges of 4.5% and a “penalty
bid period” of generally 30 to 90
days immediately after the IPO, said

Finra, which is an industry self-regu-
lating body.

During the period in question,
brokers would lose their sales com-
mission if their clients sold the
funds. “One regulatory concern re-
lated to CEFs is the potential for bro-
kers to earn high fees at their cus-
tomers’ expense by soliciting their
customers to purchase CEFs at the
IPO” and then selling after the pen-
alty period, “often at a loss, using
the proceeds to purchase yet an-
other CEF,” Finra said.

Merrill Lynch, now owned by
Bank of America Corp., was fined
$150,000, while UBS will pay
$100,000. Taken into account by
Finra were the companies’ remedia-
tion efforts. Merrill paid clients
more than $3 million, while UBS re-
turned more than $2 million.

Also, after receiving an anony-
mous tip and before Finra’s investi-
gation, Merrill retained outside
counsel to perform an internal

probe, said Finra. It added that Mer-
rill sanctioned 13 brokers and imple-
mented remedial measures de-
signed to prevent future violations
involving closed-end funds.

UBS took action after getting re-
sults of a U.S. Securities and Ex-
change Commission examination of
a branch office. UBS’s internal probe
led to sanctions against 17 brokers
and remedial measures of its own.

In settling these matters, the
companies and Merrill brokers nei-
ther admitted nor denied the
charges but consented to Finra’s
findings.

Both Merrill and UBS said they
were pleased the matter had been
resolved. Merrill also highlighted
its remediation efforts and said,
“All clients impacted have been
compensated.”

The five Merrill brokers who
were fined have been with the com-
pany since at least 1997.
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