
By Tom Lauricella

A record number of U.S.
companies beat earnings ex-
pectations in the third quar-
ter, but a big portion of their
profits came from cost-cut-
ting, disappointing investors
who were hoping for boosts in
revenue.

With nearly all of the com-
panies in the Standard &
Poor’s 500-stock index report-

ing their numbers, 80% did
better than Wall Street ana-
lysts anticipated, according
to Thomson Reuters. That is
up from 73% last quarter,
which tied the previous
record.

Revenue is on track to fall
10%, but that is what analysts
were expecting. The worry is
that without a meaningful up-
turn in U.S. sales, cost-cutting
can only boost profits for so

long.
“It goes to the heart of the

question about the recovery,”
said David Kostin, equity mar-
ket strategist at Goldman
Sachs. “Are we going to get
some end-demand picking up
that is more than just inven-
tory rebuilding?”

The good news is that com-
panies are running so lean
that should revenue pick up in
coming months, operating

margins would likely surge,
giving a powerful boost to
profits. Companies with a
strong presence in emerging
markets are particularly
poised to benefit, because
faster economic growth there
could drive higher sales.

The falling dollar also
could help profits rise. A
weaker dollar, which raises
the value of profits earned out-
side the U.S., has yet to be felt

on corporate bottom lines.
No one doubts that profits

will look good next quarter, if
only because last year’s
fourth quarter was so terri-
ble. After nine straight quar-
ters of earnings declines, ana-
lysts expect fourth-quarter
earnings to more than triple.

Even without good news
on the revenue front, the Dow
Jones Industrial Average

Please turn to page 39

The U.S. and Russia now appear unlikely to complete a nuclear-arms-reduction accord by Dec. 5, when the current Strategic Arms Reduction Treaty expires. The U.S. president, left,
met for closed-door consultations with Russian President Dmitry Medvedev, but U.S. National Security Council Russia specialist Michael McFaul said major issues remain. Page 10.
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Sales woes imperil U.S. recovery
Analysts say cost-cutting, which helped companies beat forecasts, can’t keep boosting profits

By Kate Haywood

Companies around the
world are racing into the bond
market while investor de-
mand remains hot, concerned
that the window may slam
shut at any moment.

While a rush to sell before
markets wind down for the
holidays is typical, this year
the sense of urgency is
greater. Central banks are pre-
paring to stem the flow of
easy credit that helped fuel
this year’s spectacular corpo-
rate-debt rally and some
worry that the slowdown, if it
comes too soon or too
sharply, could cause a hitch in
credit markets.

There is real concern
about what will happen when

governments around the
world start peeling back the
layers of stimulus, said Brian
Hessel, managing director at
Global Credit Advisers LLC,
which invests in high-yield
and distressed debt.

“If the ending of govern-
ment programs is done rap-
idly without a lot of replace-
ment stimulus it’ll be a diffi-
cult situation for the mar-
kets,” he said. “But the people
running the financial watch-
dogs are very aware that the
markets need to have some
preview of the punch bowl be-
ing taken away.”

For now, investors are still
snapping up corporate debt,
and companies are taking ad-
vantage. Last week, U.K. satel-
lite communications com-
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Honoring terrorists
KSM’s trial is morally con-
fused, dangerous and po-
litical to a fault. Page 13

Technology tussle

Rigid corporate rules can
often hamper efficiency
Journal Report

4 p.m. ET
PCT

MARKET CLOSE CHG

DJIA 10270.47 +0.72

Nasdaq 2167.88 +0.88

DJ Stoxx 600 247.80 +0.48

FTSE 100 5296.38 +0.38

DAX 5686.83 +0.40

CAC 40 3806.01 -0.05

Euro $1.4888 +0.03

Nymex crude $76.35 -0.77
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Leading the News: The U.K. government will aim to sway voters with its final proposals
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Obama confronts limits of engagement at Singapore talks

europe.WSJ.com

Companies scramble

to tap bond market

Inside

Markets

Airbus and Boeing, at the
Dubai air show, said their
market had hit bottom. Air-
bus said Ethiopian Airlines
was buying 12 A350 XWB
planes in a deal valued at
about $3 billion. Page 4

n Two British surveys show
that business confidence fell
again in October, while house
prices slipped in the first half
of November. Page 2

n The EU’s push for an over-
haul of financial regulation is
going too fast, a British Trea-
sury committee said. Page 3

n The euro-zone economy
returned to modest growth
in the fourth quarter, but the
region’s recovery looks set to
be anemic. Page 18

n Palestinian officials said
they are considering appeal-
ing to the U.N. Security Coun-
cil to recognize an indepen-
dent state. Page 12

n A British think tank said
prison policies are failing to
stop Muslim inmates being
radicalized and called for a cen-
ter to “deprogram” extremists.

n The bankruptcy boom is
going bust—for now. Corpo-
rate failures in the U.S. have
slowed as companies refi-
nance their debt. Page 29

n Lender Citigroup rejected
Terra Firma’s offer to inject
$1.67 billion into music com-
pany EMI in an attempt to
restructure its debt. Page 3

n Grocery giant Ahold said
it is ready to use its $3.7 bil-
lion cash pile to make tar-
geted acquisitions. Page 5

n Investment banks and bou-
tiques are seeking senior
bankers that specialize in ad-
vising financial firms. Page 29

n Repsol is weighing its op-
tions in Brazil as it seeks fi-
nancing assistance to develop
recent oil discoveries. Page 3

n Rusal is close to a deal to
restructure $7.4 billion in
debt to foreign banks, a key
condition for an IPO planned
for December. Page 34

n GE struck an agreement
with leading Chinese aircraft
company AVIC to jointly sup-
ply avionics systems for jet-
liner makers globally. Page 4

n GM’s sales are expected
to have doubled in China dur-
ing the third quarter. The
auto maker will announce its
results Monday. Page 6

n GM may use less German
funding and more of its own
cash to revamp Opel. Page 6

More energy,
fewer emissions.
With technology
we can do both.
To meet growing demand, the world
will need all economically viable
energy sources—while also mitigating
emissions. ExxonMobil is developing
technologies to help address this
challenge today and for the future.

Learn more at exxonmobil.com
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A slow bond-market retreat
Subdued inflation. A rela-

tively tepid pickup in eco-
nomic activity. And a market
convinced that interest rates
aren’t going up anytime
soon for fear of choking off
growth.

Late 2009 in some ways
looks like the start of 1994,
when the Federal Reserve
embarked on an unantici-
pated series of interest-rate
increases designed to stamp
out any risk of inflation,
causing carnage for global
bond investors. The Fed is
conscious of the precedent.
What hope this time of
avoiding a disorderly exit?

The 1994 selloff defied
expectations; a Wall Street
Journal survey of a dozen
securities firms in January
of that year showed forecast
bond returns of 5% to 7%
and only small rises in Fed
rates, if any, as growth
wasn’t strong enough to fan
inflation. In the end, Trea-
surys across the curve re-
turned -3.35% that year.

This time, few expect
such a violent reaction to
the unwinding of exception-
ally loose monetary condi-
tions. After all, the market
knows the exit must come
and central banks have sig-
naled the ways that might
occur. There also is a more
recent, and more reassuring,
historical precedent: In 2004
the Fed started raising its

key rate from 1%, ending at
5.25%, but 10-year yields
only rose modestly.

Besides, investors already
have taken some pain at the
long end of the yield curve
as the extreme flight-to-
safety trade following the
collapse of Lehman Brothers
was unwound.

Since the start of the
year, the 10-year Treasury
yield has risen 1.20 percent-
age points.

Further rises look likely.
Citigroup estimates U.S. and
euro-zone government-bond
yields could rise between
0.45 percentage point and
0.50 percentage point, while
U.K. government-bond yields
could rise by more than 0.75
percentage point once quan-
titative easing is withdrawn,
even without any increases
in official interest rates.

Meanwhile, some inves-
tors already are betting on
higher yields, suggesting in-
vestors aren’t as complacent
as they were in 1994.

Even so, the end of quan-
titative easing and the with-
drawal of liquidity support
for banks will create uncer-
tainty. The real vulnerability
is at the short end of the
curve, where yields are
around 0.8% for U.S. and
U.K. two-year notes and 1.2%
for German notes.

Central banks seem de-
termined not to generate un-
pleasant surprises. Rate
hikes are likely to be tele-
graphed long in advance, un-
like the Fed’s move in 1994.

Still, that year’s pain
shows the market can get it
wrong. A ratings downgrade,
a surge in the economy and
inflation or a loss of market
confidence in policy makers
could prove a flashpoint.
Even without those, any sus-
tained recovery likely means
rising yields.

Rather than 1994 or
2004, perhaps investors are
more likely to face a slow
but grinding bear market.

—Richard Barley
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Blue Nile’s value
isn’t rock-solid

Is Blue Nile drowning its
rivals?

Given its valuation, it
should be. A specialist in on-
line diamond-ring sales, Blue
Nile trades at 68 times 2009
earnings. That’s nearly as
high as Amazon.com.

Yet Internet traffic data
suggest that Blue Nile’s com-
petitive position may be
eroding. The number of
“unique monthly visitors” to
its Web site dropped 39% in
October to 281,000, com-
pared with a year earlier, ac-
cording to data from com-
Score. That took Blue Nile
out of comScore’s listing of
top 10 jewelry and luxury
goods Web sites.

Over the same period,
visitors to Web sites oper-
ated by offline retailers Za-
les, Tiffany and Kay saw de-
clines ranging from 6% to
18%.

Blue Nile says comScore’s
data are “completely wrong.”
But data from another Web-
measurement firm, Compete,
also show a decline—of

17%—but growth in rivals’
traffic.

Admittedly, traffic trends
don’t necessarily translate in
sales. And it is difficult to
assess whether any traffic
decline is hurting Blue Nile’s
business, given the impact
of the recession on jewelry
sales. Blue Nile’s revenue
growth slowed sharply in
early 2008 before turning
negative.

While revenue began ris-
ing again in the latest quar-
ter, average order size fell.
Revenue growth is expected
to surge this quarter, but
not enough to take it back to
2007 levels.

A valuation at the level of
either Amazon.com or Blue
Nile is tough to justify. But
Amazon.com sells a broad
array of merchandise, sug-
gesting it will benefit as the
Web’s overall share of retail
sales grows. Blue Nile flows
over more specialized
ground. That leaves it heav-
ily exposed if its offline ri-
vals raise their game.

—Martin Peers
Explorers’ self-deflating cushion in natural gas

America’s natural-gas
producers did just great in
the third quarter. That’s bad
news for gas bulls.

Almost half the explora-
tion and production (E&P)
companies followed by
Deutsche Bank analyst
Shannon Nome raised guid-
ance for 2009 production.
One of the biggest, Chesa-
peake Energy, hit a com-
pany record of 2.6 billion cu-
bic feet equivalent (BCFE)
per day in October. It ex-
pects to hit 3.1 BCFE in 2011,
partly by selling assets to
help fund its enormous capi-
tal expenditure bill.

Hedging, cost-cutting, ro-
bust production from Amer-
ica’s newer shale gas basins,
and ever-accommodating
capital markets lie behind

the industry’s apparent
health despite spot gas aver-
aging less than $4 per mil-
lion British thermal units in

the third quarter.
The natural-gas rig

count, an indicator of drill-
ing activity, bottomed in
mid-July and has since
climbed 10%, according to
Baker Hughes. However, the
number of operating “hori-
zontal” rigs, used in the
more-prolific gas shale
fields, has jumped 28%.

In the same period, front
month natural-gas prices
have risen 19%, partly due to
the onset of winter and
weaker imports from Canada
but also in anticipation of
economic recovery. Faith in
the latter appears to be

cracking, though. Mean-
while, Canada’s gas invento-
ries, like those of the U.S.,
are bloated.

With producers still col-
lectively pursuing growth,
the chances of a rebound in
gas prices next year looks
more remote than ever. Yet
the S&P Supercomposite oil
and gas E&P in-
dex—weighted 69% to gas
production—commands a
forward price/earnings mul-
tiple of 22 times. Such confi-
dence is the very thing caus-
ing the industry to drill its
way into trouble.

—Liam Denning
Source: WSJ Market Data Group; comScore

Traffic blues
Blue Nile’s stock price vs.
Unique visitors to its Web site
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The chances of a
rebound in gas prices
next year looks more
remote than ever.

New ambition.
New investment.
New editor.
New columnists.
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New look.
New edge
from November 17th
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Bankers’ salaries, schools in U.K.’s sights
Government to unveil
its legislative agenda
this week via queen

British surveys show business confidence is falling again

British Prime Minister Gordon Brown makes a speech to party members at Ealing
Town Hall on Friday in London.

CORRECTIONS & AMPLIFICATIONSINDEX TO BUSINESSES

Humana Inc.’s interest in ad-
vertising in a special section on
Medicare open enrollment in the
Detroit Free Press sparked the
idea to publish a special section on
the topic, which the news depart-
ment would have covered anyway.
A Nov. 3 Marketplace article on
the newspaper incorrectly sug-
gested that the idea for the spe-
cific articles came from Humana.

In addition, with the approval of
Free Press editors, advertising rep-
resentatives told Target Corp.
that the paper was planning to pub-
lish articles on education, but the
content of the individual stories
wasn’t shared by the editors with
the ad staff or Target. The Journal
article incorrectly implied that
the specific topics of the articles
were given to Target.

LEADING THE NEWS

By Ilona Billington

LONDON—The British econo-
my’s path to recovery is likely to be
bumpy, with surveys showing that
business confidence fell for a sec-
ond straight month in October as ac-
cess to credit remained tight, while
house prices dipped in the first half
of November.

The Bank of England Wednesday

said that while the U.K. economy has
begun its recovery, activity won’t re-
turn to its 2007 level until 2011 at the
earliest. The central bank once again
highlighted weak bank lending as a
significant drag on growth.

That was borne out in a survey
conducted by the British Chambers
of Commerce, which found that 33%
of companies said it was more diffi-
cult to access bank finance in the

three months to October, up from
20% in the three months to June.

“It is clear that the huge sums
thathavebeeninjectedintothefinan-
cial system by quantitative easing
are still not reaching small and me-
dium-sized businesses in anything
like thescale requiredfor business to
invest for future success,” said David
Frost, director-general of the BCC.

Thecentralbank hasa specialpro-

gram for injecting more liquidity
into the economy by purchasing
bonds, which it calls quantitative
easing. Last week, that program was
expanded to a total of £200 billion.

A separate survey by Lloyds TSB
found that optimism over future
business activity fell for the second
straight month to reach its lowest
level since June. Despite the fall,
confidence remains much stronger

than it was at the start of 2009.
There were also signs of fragility

in the housing market, which has
been one of the U.K. economy’s few
bright spots in recent months. Prop-
erty Web site Rightmove reported
that U.K. house prices fell 1.6% in No-
vember from the previous month, al-
though it said that reflected a sea-
sonal slowdown in demand ahead of
the Christmas holiday period.

By Alistair MacDonald

The U.K. government this week
will unveil its last legislative pro-
gram before next year’s general elec-
tion, looking to sway voters with pro-
posals giving the government more
power to intervene in badly perform-
ing schools and to rip up bankers’ con-
tracts if they lead to excessive pay.

The initiatives will be outlined
Wednesday in the queen’s speech,
written by the government and deliv-
ered by the monarch to set out Brit-
ain’s legislative agenda for the next
parliamentary session.

Though many of the measures
have been previewed, the list of
bills offers an important opportu-
nity for U.K. Prime Minister Gordon
Brown’s government to portray it-
self as tackling the country’s prob-
lems ahead of an election that must
be called by June.

In his weekly podcast, Mr. Brown
said that one of these pieces of legis-
lation, the Financial Services Bill,

will lead to “a transformation of the
way the financial sector is policed.”

Included will be legislation to au-
thorize the Financial Services Au-
thority, the country’s regulator, to
terminate the remuneration con-
tracts at British banks and to fine
them when payments are considered
too high or have rewarded undue risk
taking, a Treasury spokesman said.

The FSA already has said that,
starting in January, its own new
rules will allow it to act when it
thinks banks’ remuneration policies
aren’t consistent with effective risk
management. The FSA, though, has
typically said policing individual
contracts isn’t its role.

Other proposals will include a
measure barring financial institu-
tions from encouraging customers to
borrow more than they can afford, by
sending out unrequested credit-card
checks, and one allowing bank cus-
tomers to join forces in U.S.-style
class-action suits “to get redress
when many people feel that they have
been badly treated,” Mr. Brown said.

Among other legislative initia-
tives will be an education bill giving
the government more power to in-
tervene when schools perform
badly, proposals designed to tackle
antisocial behavior and laws to give

people rights to demand quicker
health treatment in areas such as
tests for cancer.

As political parties draw battle
lines ahead of the election, Mr.
Brown is keen to show that his gov-
ernment will keep putting money

into public services, such as health.
He wants to contrast that with the
opposition Conservative Party’s
talk of a period of belt tightening to
tackle national debt.

Still, his proposals will likely
draw many questions—primarily

over where the money will come
from to pay for them amid the U.K.’s
record national debt. The proposals
for the FSA to tear up bankers’ con-
tracts likely will face pushback from
British banks, arguing that such
measures create an unfair advan-
tage for foreign competitors.

Mr. Brown also will try in a
speech on foreign policy on Monday
night to sharpen the contrast be-
tween his agenda and what he says
is a more negative Conservative
Party outlook. According to extracts
of that speech, Mr. Brown will say
the U.K. needs to “look outward” by
“advancing in international co-oper-
ation,” a call that will come at a time
of increasingly voiced cynicism in
the U.K. over its role in international
conflicts such as the war in Afghani-
stan and in international bodies like
the European Union.

“When Britain is bold, when Brit-
ain is engaged, when Britain is confi-
dent and outward-looking, we have
shown time and again that Britain
has a power and an energy that far
exceeds the limits of our geography,
our population and our means,” he
will say in the speech, which will
also defend the U.K.’s role in Afghani-
stan as one protecting the country
from terrorists.
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Lagging revenue imperils U.S. recovery

Companies scramble to tap into hot global bond market

India to boost subsidies to solar power as part of new energy policy

FROM PAGE ONE

closed last week at 10270.47, just
shy of a 13-month high, up from
around 9725 in early October, when
earnings season began.

Earnings news late last week
from Wal-Mart encapsulated the

good news/bad
news tenor of the
quarter. The com-
pany, which has
benefited from

bargain-hunting shoppers, topped
profit expectations with record
earnings.

However, Wal-Mart executives
said increased productivity and in-
ventory management drove earn-
ings. Meanwhile, the firm said it was
seeing “ongoing deflation across
our businesses,” especially in food
and electronics.

Wal-Mart executives are wary.
Sales are expected to be flat in the
fourth quarter from a year ago, as
“customers may be more cautious in
their holiday spending.”

With 93% of S&P 500 companies
reporting, third-quarter operating
profits are on pace to have fallen
nearly 14% from the third quarter of
2008, just before the recession
peaked. Analysts had expected prof-
its to fall by 25%.

Some 370 of S&P 500 companies
beat earnings estimates, the highest
since Thomson Reuters began keep-
ing track in 1994 and well above the
61% average in that time frame.

Roughly five firms beat expecta-
tions for every one that disap-
pointed.

“We’ve seen company after com-
pany come in reporting better-than-
expected earnings. And it wasn’t
just ‘We beat by a penny or two pen-
nies,’?” said Dirk Van Dijk, chief eq-
uity strategist at Zacks Investment
Research. “We’ve seen some compa-

nies beating their estimates by 40%
or 50%,” he said, noting the median
surprise was 7.1% above estimates.

Revenue growth doesn’t com-
pare. According to Goldman Sachs,
32% of the companies in the S&P
500, excluding financials and utili-
ties, beat revenue estimates by a sig-
nificant margin in the third quarter,
below the long-term average of

40%. Goldman’s Mr. Kostin called
that overall performance “weak.”

In addition, Mr. Kostin noted
that the positive revenue surprises
were heavily concentrated among
health-care and technology compa-
nies, and more broadly among “in-
termediary” companies that make
products, such as semiconductors,
rather than companies that sell fin-
ished goods or services to consum-
ers. “Inventory restocking was defi-
nitely a big theme,” Mr. Kostin said.
“Revenues from end-demand-fac-
ing companies were very weak.”

That is a potential problem for
the stock market now that the
price-to-earnings ratio on stocks in
the S&P 500 stands at roughly 14.4
times expected earnings for the next
12 months, putting it just shy of long-
term averages. In March, when the
market bottomed, it was below 11.

“The path for the market will be
dictated largely by earnings…which
are a function of revenues and mar-
gins,” Mr. Kostin said, adding that
additional margin improvement is
likely to be tough given the diffi-
culty of raising prices. “That’s why
the focus is on revenues and they’ve
been disappointing.”

But Thomas Doerflinger, stock-
market strategist at UBS, said he
saw good news in third-quarter reve-
nue. He was encouraged by what he
called a “healthy” 3.8% rise in reve-
nue when measured against the sec-
ond quarter. That compares with an

average quarter-on-quarter in-
crease for the period of 0.8% be-
tween 2000 and 2008. “People have
been unduly negative about the
profit picture,” he said.

Mr. Doerflinger said the produc-
tivity gains chalked up this year will
set the stage for a robust 29% rise in
S&P 500 operating earnings next
year. (Some of the big gain in 2010
will be the result of “easy” compari-
sons to the depressed levels in early
2009). The consensus forecast is for
a 26% increase in 2010, according to
Thomson.

He argued that revenues will rise
a solid 9% even if the U.S. economy
continues to struggle. That is in part
because S&P 500 companies get
about 32% of their sales from out-
side the U.S. In addition, the S&P is
more heavily tilted toward cyclical
areas such as commodities and man-
ufacturing than the broad U.S. econ-
omy, which is more driven by con-
sumer spending.

Meanwhile, the weaker U.S. dol-
lar will be a plus for corporate reve-
nues starting with the fourth quar-
ter, he said. Until now, the lagged im-
pact of the dollar’s rise late last year
has been a drag on revenues, effec-
tively reducing them by 4.4%, he
said.

As a result, Mr. Doerflinger said,
“our forecast is for a ‘V” shaped re-
covery in profits in a ‘U’ shaped econ-
omy.”

Continued from first page

pany Inmarsat PLC, American re-
tailer Toys “R” Us Inc. and Polish
broadcaster TVN SA were among
the low-rated issuers selling more
than $9.5 billion of risky junk bonds,

according to data-
provider Dealogic.

United Rentals
Inc., an investment-
grade equipment

rental company, raised $500 million
even though it didn’t need the
money.

“We didn’t have an immediate
near-term financing need, but we
saw this as an opportunity,” said
Irene Moshouris, United Rentals’
treasurer. “The market was more
open and liquid than it has been in
previous months.”

In all, companies in the Americas
sold more than $24.1 billion of debt
last week and European companies
sold the equivalent of $21.33 billion—
the most since the week that began
Oct. 26, which saw $45.1 billion of
combined issuance from these re-
gions, according to Dealogic. This
week, U.S. junk-rated companies
alone are preparing $4.12 billion of
sales, including a $1.45 billion deal

for Clearwire Corp., according to
KDP Investment Advisors. That con-
trasts with last November, when no
junk-rated company sold debt as
credit markets seized up.

Investors across the globe have
bought more than $2.7 trillion of
new corporate bonds so far this
year, a record, Dealogic said. That
contrasts with less than $1.7 trillion
in all of 2008, when the financial cri-
sis shut down much of the capital
markets.

At first, investors favored debt
from higher-rated companies in re-
cession-resistant industries like
telecommunications and energy.
But now, flush with cash and eager
to increase returns, they are buying
new bonds from casino operators,
home builders, airlines and other
companies that were locked out of
the capital markets just a few
months ago.

More low-rated borrowers may
be coming. Investors anticipate that
borrowers from London to New
York to Asia—such as Brazilian steel
maker Gerdau SA, Barbadian com-
munications company Columbus In-
ternational Inc., Singapore’s Axis
Bank Ltd. and Indonesian petro-

chemical company PT Chandra Asri—
could sell before the year-end lull.

The ease with which companies
can sell bonds has some people in
the markets worried about how the
less-creditworthy issuers will be
able to cope when this debt matures
in a few years’ time.

The renewed appetite for risk
comes at an opportune time for be-
low-investment-grade borrowers.
About $1.4 trillion of bonds and
loans from these weaker companies
is due to mature in the next five
years, according to Dominic Di-
Napoli, the chief operating officer of
FTI Consulting, a business advisory
firm.

Buyers of corporate bonds are
providing companies like these with
a lifeline by allowing them to push
out their debt maturities while
banks are still slowly getting back
into the business of lending.

Bonds typically offer companies
longer maturities than traditional
bank loans and tend to have looser
terms, giving firms breathing room.
But fears are brewing that this eager-
ness to scoop up bonds is simply
postponing a financial reckoning

for many companies carrying too
much debt“Investors are amenable
and in some cases have allowed com-
panies which were otherwise head-
ing for bankruptcy to raise money,”
said James Lee, fixed-income ana-
lyst at Calvert Asset Management in
Bethesda, Md. “There is a lot of
blind faith involved.”

So far this year, junk-bond issu-
ers, such as casino operators Har-

rah’s Entertainment Inc. and MGM
Mirage, as well as homebuilders
Beazer Homes USA Inc., have used
75% of proceeds from new deals to
refinance existing debt, according
to data from Bank of America Mer-
rill Lynch. That is the highest propor-
tion since the firm began keeping
records in 1996 and well above the
historical average of 52%, according
to the bank.

Although interest rates are at-
tractive compared with earlier this
year, the cost of financing isn’t
nearly as favorable for even the
most creditworthy borrowers as it
was during the heady years of 2005
to 2007.

As companies refinance, their to-
tal interest payments are rising,
said Jason Mudrick, president and
chief investment officer of Mudrick
Capital Management LP. This leaves
them with less free cash flow to refi-
nance again when all of the debt is-
sued during the credit bubble comes
due, around 2014.

“Raising all this debt hasn’t
changed the situation for some com-
panies,” he said. “They will still file
for bankruptcy, just further down
the line.”

Continued from first page

Source: Dealogic
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Big profits, but slow sales
Companies are posting third-quarter profits that are much 
better than expected, but struggling on revenues. Percentage of 
companies significantly beating earnings and revenue estimates
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By Amol Sharma

NEW DELHI—India plans to an-
nounce increased subsidies for solar-
power generation, a senior govern-
ment official said, as the country
looks to scale up production of re-
newable energy and show it is com-
mitted to mitigating climate change.

India’s Ministry of New and Re-
newable Energy is expected to re-
lease details of the latest solar-
power policy in the next several

weeks. In an interview, Dr. B. Bhar-
gava, a director in the agency, said
the plans will increase significantly
the number of solar projects that
can receive government support.

The hope, Mr. Bhargava said, is
that the new policy will encourage
manufacturers of solar panels such
as Moser Baer India Ltd. and Tata
BP Solar India Ltd. to ramp up pro-
duction, thereby reducing per-unit
costs and driving down the high
price of solar power.

It is currently about five times
as expensive to generate solar
power than oil-based power. “If the
costs aren’t reduced, this [subsidy]
policy can’t be sustained on a long-
term basis,” Mr. Bhargava said.

India’s revision of its solar poli-
cies comes ahead of a global climate-
change conference at Copenhagen
in December. The differences be-
tween developed and developing
countries are part of the reason
world leaders have lowered expec-

tations for what’s possible in Copen-
hagen, saying the purpose will be to
set a political roadmap for further
negotiations to replace the Kyoto
Protocol, which expires in 2012.

Developing countries such as In-
dia are under pressure to show
greater commitments to control-
ling greenhouse-gas emissions.

Climate change will be among the
issues on the agenda when Indian
Prime Minister Manmohan Singh vis-
its the White House next week.

India currently generates a tiny
fraction of its power from solar en-
ergy. Coal accounts for more than
half of the country’s power capac-
ity, and wind makes the biggest
contribution among renewable
sources, which together provide
about 7.5% of India’s energy.

Solar power is promising in In-
dia. The government’s new policy
is aimed at increasing solar-power
generation to 20,000 megawatts
by 2020 from three megawatts.
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LEADING THE NEWSLEADING THE NEWSLEADING THE NEWSLEADING THE NEWS

Repsol considers its options for BrazilRepsol considers its options for BrazilRepsol considers its options for BrazilRepsol considers its options for Brazil
Spanish oil company weighs stock listing for unit as it seeks financial assistance to develop discoveriesSpanish oil company weighs stock listing for unit as it seeks financial assistance to develop discoveriesSpanish oil company weighs stock listing for unit as it seeks financial assistance to develop discoveriesSpanish oil company weighs stock listing for unit as it seeks financial assistance to develop discoveries

RIO DE JANEIRO—Spain’sRIO DE JANEIRO—Spain’sRIO DE JANEIRO—Spain’sRIO DE JANEIRO—Spain’s Rep-Rep-Rep-Rep-
sol YPFsol YPFsol YPFsol YPF SA is considering listingSA is considering listingSA is considering listingSA is considering listing
part of its Brazilian unit or seekingpart of its Brazilian unit or seekingpart of its Brazilian unit or seekingpart of its Brazilian unit or seeking
a partner to develop a series of newa partner to develop a series of newa partner to develop a series of newa partner to develop a series of new
oil discoveries in a promising oil re-oil discoveries in a promising oil re-oil discoveries in a promising oil re-oil discoveries in a promising oil re-
gion in Brazil, Repsol Chairman An-gion in Brazil, Repsol Chairman An-gion in Brazil, Repsol Chairman An-gion in Brazil, Repsol Chairman An-
tonio Brufau said over the weekend.tonio Brufau said over the weekend.tonio Brufau said over the weekend.tonio Brufau said over the weekend.

Speaking during a news confer-Speaking during a news confer-Speaking during a news confer-Speaking during a news confer-
ence in Rio de Janeiro, Mr. Brufauence in Rio de Janeiro, Mr. Brufauence in Rio de Janeiro, Mr. Brufauence in Rio de Janeiro, Mr. Brufau
said Repsol is studying “whether itsaid Repsol is studying “whether itsaid Repsol is studying “whether itsaid Repsol is studying “whether it
needs to search for an ally” to fi-needs to search for an ally” to fi-needs to search for an ally” to fi-needs to search for an ally” to fi-
nance the investment needed tonance the investment needed tonance the investment needed tonance the investment needed to
move from the discovery to the pro-move from the discovery to the pro-move from the discovery to the pro-move from the discovery to the pro-
duction stage at these oil finds.duction stage at these oil finds.duction stage at these oil finds.duction stage at these oil finds.

Other than a stock-market list-Other than a stock-market list-Other than a stock-market list-Other than a stock-market list-
ing, another option is asset swapsing, another option is asset swapsing, another option is asset swapsing, another option is asset swaps
with other oil companies, Mr. Bru-with other oil companies, Mr. Bru-with other oil companies, Mr. Bru-with other oil companies, Mr. Bru-
fau said, though he didn’t specifyfau said, though he didn’t specifyfau said, though he didn’t specifyfau said, though he didn’t specify
potential partners.potential partners.potential partners.potential partners.

Once considered a sleepy Span-Once considered a sleepy Span-Once considered a sleepy Span-Once considered a sleepy Span-
ish oil company with no oil, Repsolish oil company with no oil, Repsolish oil company with no oil, Repsolish oil company with no oil, Repsol
over the past few years has an-over the past few years has an-over the past few years has an-over the past few years has an-
nounced a series of new discoveries.nounced a series of new discoveries.nounced a series of new discoveries.nounced a series of new discoveries.

Today, it holds significant stakesToday, it holds significant stakesToday, it holds significant stakesToday, it holds significant stakes
in oil blocks in the subsalt region ofin oil blocks in the subsalt region ofin oil blocks in the subsalt region ofin oil blocks in the subsalt region of
Brazil’s Santos Basin, where severalBrazil’s Santos Basin, where severalBrazil’s Santos Basin, where severalBrazil’s Santos Basin, where several
of the world’s largest oil and gasof the world’s largest oil and gasof the world’s largest oil and gasof the world’s largest oil and gas
discoveries have been made in re-discoveries have been made in re-discoveries have been made in re-discoveries have been made in re-
cent years.cent years.cent years.cent years.

Brazil’s subsalt reserves are bur-Brazil’s subsalt reserves are bur-Brazil’s subsalt reserves are bur-Brazil’s subsalt reserves are bur-
ied under a thick layer of salt milesied under a thick layer of salt milesied under a thick layer of salt milesied under a thick layer of salt miles
below the ocean floor that shifts un-below the ocean floor that shifts un-below the ocean floor that shifts un-below the ocean floor that shifts un-
der geological pressure, making theder geological pressure, making theder geological pressure, making theder geological pressure, making the
reserves expensive to develop.reserves expensive to develop.reserves expensive to develop.reserves expensive to develop.

Other private oil companiesOther private oil companiesOther private oil companiesOther private oil companies
would be “very, very interested” inwould be “very, very interested” inwould be “very, very interested” inwould be “very, very interested” in
getting hold of any acreage in thegetting hold of any acreage in thegetting hold of any acreage in thegetting hold of any acreage in the
region, according to Jason Kenney,region, according to Jason Kenney,region, according to Jason Kenney,region, according to Jason Kenney,
an oil analyst at ING Bank, of thean oil analyst at ING Bank, of thean oil analyst at ING Bank, of thean oil analyst at ING Bank, of the

Netherlands.Netherlands.Netherlands.Netherlands.
One of Repsol’s recent discover-One of Repsol’s recent discover-One of Repsol’s recent discover-One of Repsol’s recent discover-

ies is the giant Guara discovery,ies is the giant Guara discovery,ies is the giant Guara discovery,ies is the giant Guara discovery,
which Repsol and its partnerswhich Repsol and its partnerswhich Repsol and its partnerswhich Repsol and its partners Pe-Pe-Pe-Pe-
troleo Brasileirotroleo Brasileirotroleo Brasileirotroleo Brasileiro SA, or Petrobras,SA, or Petrobras,SA, or Petrobras,SA, or Petrobras,
andandandand BG GroupBG GroupBG GroupBG Group PLC estimate hold asPLC estimate hold asPLC estimate hold asPLC estimate hold as
many as two billion barrels of oilmany as two billion barrels of oilmany as two billion barrels of oilmany as two billion barrels of oil
equivalent in recoverable hydrocar-equivalent in recoverable hydrocar-equivalent in recoverable hydrocar-equivalent in recoverable hydrocar-
bon reserves.bon reserves.bon reserves.bon reserves.

Another, the nearby Carioca find,Another, the nearby Carioca find,Another, the nearby Carioca find,Another, the nearby Carioca find,
holds an estimated 765 million bar-holds an estimated 765 million bar-holds an estimated 765 million bar-holds an estimated 765 million bar-
rels of oil equivalent, Repsol Explo-rels of oil equivalent, Repsol Explo-rels of oil equivalent, Repsol Explo-rels of oil equivalent, Repsol Explo-
ration and Production Directorration and Production Directorration and Production Directorration and Production Director
Nemesio Cuesta said this weekend.Nemesio Cuesta said this weekend.Nemesio Cuesta said this weekend.Nemesio Cuesta said this weekend.

Currently, most of the stakes inCurrently, most of the stakes inCurrently, most of the stakes inCurrently, most of the stakes in
exploration and production blocksexploration and production blocksexploration and production blocksexploration and production blocks
of the subsalt area are in the handsof the subsalt area are in the handsof the subsalt area are in the handsof the subsalt area are in the hands
of Brazil’s state-run oil companyof Brazil’s state-run oil companyof Brazil’s state-run oil companyof Brazil’s state-run oil company

Petrobras.Petrobras.Petrobras.Petrobras.
Until 2007, only a few foreign oilUntil 2007, only a few foreign oilUntil 2007, only a few foreign oilUntil 2007, only a few foreign oil

companies—including Repsol—hadcompanies—including Repsol—hadcompanies—including Repsol—hadcompanies—including Repsol—had
bid in government auctions forbid in government auctions forbid in government auctions forbid in government auctions for
shares in exploration areas contain-shares in exploration areas contain-shares in exploration areas contain-shares in exploration areas contain-
ing the subsalt area.ing the subsalt area.ing the subsalt area.ing the subsalt area.

The area was considered a fron-The area was considered a fron-The area was considered a fron-The area was considered a fron-
tier region where there was a hightier region where there was a hightier region where there was a hightier region where there was a high
risk of incurring losses during ex-risk of incurring losses during ex-risk of incurring losses during ex-risk of incurring losses during ex-

ploration.ploration.ploration.ploration.
After Petrobras in late 2007 saidAfter Petrobras in late 2007 saidAfter Petrobras in late 2007 saidAfter Petrobras in late 2007 said

estimated recoverable reserves atestimated recoverable reserves atestimated recoverable reserves atestimated recoverable reserves at
its Tupi subsalt discovery couldits Tupi subsalt discovery couldits Tupi subsalt discovery couldits Tupi subsalt discovery could
reach eight billion barrels of oilreach eight billion barrels of oilreach eight billion barrels of oilreach eight billion barrels of oil
equivalent, the enormous potentialequivalent, the enormous potentialequivalent, the enormous potentialequivalent, the enormous potential
of the new oil region became clear.of the new oil region became clear.of the new oil region became clear.of the new oil region became clear.
But the Brazilian governmentBut the Brazilian governmentBut the Brazilian governmentBut the Brazilian government
stopped the licensing of any furtherstopped the licensing of any furtherstopped the licensing of any furtherstopped the licensing of any further
areas in the region.areas in the region.areas in the region.areas in the region.

Brazil’s Congress is currently de-Brazil’s Congress is currently de-Brazil’s Congress is currently de-Brazil’s Congress is currently de-
bating government proposals thatbating government proposals thatbating government proposals thatbating government proposals that
would revise the regulatory frame-would revise the regulatory frame-would revise the regulatory frame-would revise the regulatory frame-
work for the oil and gas sector, andwork for the oil and gas sector, andwork for the oil and gas sector, andwork for the oil and gas sector, and
allow foreign companies into new,allow foreign companies into new,allow foreign companies into new,allow foreign companies into new,
yet-unlicensed parts of the subsaltyet-unlicensed parts of the subsaltyet-unlicensed parts of the subsaltyet-unlicensed parts of the subsalt
only in production-sharing contractsonly in production-sharing contractsonly in production-sharing contractsonly in production-sharing contracts
and not as owners of those re-and not as owners of those re-and not as owners of those re-and not as owners of those re-
sources.sources.sources.sources.

Repsol says the cost of develop-Repsol says the cost of develop-Repsol says the cost of develop-Repsol says the cost of develop-
ing its Brazilian subsalt fields willing its Brazilian subsalt fields willing its Brazilian subsalt fields willing its Brazilian subsalt fields will
depend on long-term productiondepend on long-term productiondepend on long-term productiondepend on long-term production
tests that still need to be carriedtests that still need to be carriedtests that still need to be carriedtests that still need to be carried
out.out.out.out.

The cost is likely to surpass $10The cost is likely to surpass $10The cost is likely to surpass $10The cost is likely to surpass $10
billion within the next 10 to 12billion within the next 10 to 12billion within the next 10 to 12billion within the next 10 to 12
years, Mr. Brufau said.years, Mr. Brufau said.years, Mr. Brufau said.years, Mr. Brufau said.

“Whether it will be $14 billion,“Whether it will be $14 billion,“Whether it will be $14 billion,“Whether it will be $14 billion,
or $10 billion, or $18 billion, is pre-or $10 billion, or $18 billion, is pre-or $10 billion, or $18 billion, is pre-or $10 billion, or $18 billion, is pre-
mature” to tell, he added.mature” to tell, he added.mature” to tell, he added.mature” to tell, he added.

Another option for Repsol wouldAnother option for Repsol wouldAnother option for Repsol wouldAnother option for Repsol would
be to finance its stake in the subsaltbe to finance its stake in the subsaltbe to finance its stake in the subsaltbe to finance its stake in the subsalt
developments by reaching a dealdevelopments by reaching a dealdevelopments by reaching a dealdevelopments by reaching a deal
with Petrobras, which is Repsol’swith Petrobras, which is Repsol’swith Petrobras, which is Repsol’swith Petrobras, which is Repsol’s
partner in most of the recent oilpartner in most of the recent oilpartner in most of the recent oilpartner in most of the recent oil
finds, Mr. Brufau said. He didn’tfinds, Mr. Brufau said. He didn’tfinds, Mr. Brufau said. He didn’tfinds, Mr. Brufau said. He didn’t
specify what form such an agree-specify what form such an agree-specify what form such an agree-specify what form such an agree-
ment could take.ment could take.ment could take.ment could take.

Petrobras Chief Executive SergioPetrobras Chief Executive SergioPetrobras Chief Executive SergioPetrobras Chief Executive Sergio
Gabrielli this weekend didn’t com-Gabrielli this weekend didn’t com-Gabrielli this weekend didn’t com-Gabrielli this weekend didn’t com-
ment on any possible deal.ment on any possible deal.ment on any possible deal.ment on any possible deal.

BBBBYYYY BBBBERNDERNDERNDERND RRRRADOWITZADOWITZADOWITZADOWITZ

Repsol Chairman Antonio Brufau, here in Madrid in May, says the company is considering a search for a financial ally.Repsol Chairman Antonio Brufau, here in Madrid in May, says the company is considering a search for a financial ally.Repsol Chairman Antonio Brufau, here in Madrid in May, says the company is considering a search for a financial ally.Repsol Chairman Antonio Brufau, here in Madrid in May, says the company is considering a search for a financial ally.
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U.K. tells EU: Slow down on finance-sector reformsU.K. tells EU: Slow down on finance-sector reformsU.K. tells EU: Slow down on finance-sector reformsU.K. tells EU: Slow down on finance-sector reforms
LONDON—The European Union’sLONDON—The European Union’sLONDON—The European Union’sLONDON—The European Union’s

push into a regulatory overhaul ispush into a regulatory overhaul ispush into a regulatory overhaul ispush into a regulatory overhaul is
going too quickly and the currentgoing too quickly and the currentgoing too quickly and the currentgoing too quickly and the current
deadline of Dec. 2 should be pusheddeadline of Dec. 2 should be pusheddeadline of Dec. 2 should be pusheddeadline of Dec. 2 should be pushed
back, aback, aback, aback, a U.K. Treasury CommitteeU.K. Treasury CommitteeU.K. Treasury CommitteeU.K. Treasury Committee
said.said.said.said.

In a report, the committee saidIn a report, the committee saidIn a report, the committee saidIn a report, the committee said
the government should veto thethe government should veto thethe government should veto thethe government should veto the
plan if crucial changes aren’t made.plan if crucial changes aren’t made.plan if crucial changes aren’t made.plan if crucial changes aren’t made.

“While the intention of the Euro-“While the intention of the Euro-“While the intention of the Euro-“While the intention of the Euro-
pean proposals is widely welcomed,pean proposals is widely welcomed,pean proposals is widely welcomed,pean proposals is widely welcomed,
there is a great deal of unease aboutthere is a great deal of unease aboutthere is a great deal of unease aboutthere is a great deal of unease about
the details, both within our commit-the details, both within our commit-the details, both within our commit-the details, both within our commit-
tee and from the evidence we re-tee and from the evidence we re-tee and from the evidence we re-tee and from the evidence we re-
ceived from outside,” said John Mc-ceived from outside,” said John Mc-ceived from outside,” said John Mc-ceived from outside,” said John Mc-
Fall, chairman of the TreasuryFall, chairman of the TreasuryFall, chairman of the TreasuryFall, chairman of the Treasury
Committee. “There is still more un-Committee. “There is still more un-Committee. “There is still more un-Committee. “There is still more un-
ease about the timetable for agree-ease about the timetable for agree-ease about the timetable for agree-ease about the timetable for agree-
ment.”ment.”ment.”ment.”

The European Commission is-The European Commission is-The European Commission is-The European Commission is-
sued legislative proposals for a re-sued legislative proposals for a re-sued legislative proposals for a re-sued legislative proposals for a re-

vamp of the EU’s regulatory struc-vamp of the EU’s regulatory struc-vamp of the EU’s regulatory struc-vamp of the EU’s regulatory struc-
ture in September. The shakeupture in September. The shakeupture in September. The shakeupture in September. The shakeup
would create a European Systemicwould create a European Systemicwould create a European Systemicwould create a European Systemic
Risk Board to monitor threats to fi-Risk Board to monitor threats to fi-Risk Board to monitor threats to fi-Risk Board to monitor threats to fi-
nancial stability. It would also cre-nancial stability. It would also cre-nancial stability. It would also cre-nancial stability. It would also cre-
ate three European supervisory au-ate three European supervisory au-ate three European supervisory au-ate three European supervisory au-
thorities to better coordinatethorities to better coordinatethorities to better coordinatethorities to better coordinate
national regulations.national regulations.national regulations.national regulations.

The Swedish government, whichThe Swedish government, whichThe Swedish government, whichThe Swedish government, which
holds the EU presidency, is pushingholds the EU presidency, is pushingholds the EU presidency, is pushingholds the EU presidency, is pushing
for agreement on this package at afor agreement on this package at afor agreement on this package at afor agreement on this package at a
meeting of European finance minis-meeting of European finance minis-meeting of European finance minis-meeting of European finance minis-
ters in Brussels on Dec. 2. But theters in Brussels on Dec. 2. But theters in Brussels on Dec. 2. But theters in Brussels on Dec. 2. But the
Treasury Committee report saysTreasury Committee report saysTreasury Committee report saysTreasury Committee report says
there are so many importantthere are so many importantthere are so many importantthere are so many important
changes needed the deadline shouldchanges needed the deadline shouldchanges needed the deadline shouldchanges needed the deadline should
be extended.be extended.be extended.be extended.

“We consider that is far too fast:“We consider that is far too fast:“We consider that is far too fast:“We consider that is far too fast:
the proposals will set in place athe proposals will set in place athe proposals will set in place athe proposals will set in place a
framework which should last forframework which should last forframework which should last forframework which should last for
many decades and there should bemany decades and there should bemany decades and there should bemany decades and there should be
proper time for consideration, oth-proper time for consideration, oth-proper time for consideration, oth-proper time for consideration, oth-
erwise this could end up as a recipeerwise this could end up as a recipeerwise this could end up as a recipeerwise this could end up as a recipe

for a muddle,” Mr. McFall said.for a muddle,” Mr. McFall said.for a muddle,” Mr. McFall said.for a muddle,” Mr. McFall said.
The committee called on the gov-The committee called on the gov-The committee called on the gov-The committee called on the gov-

ernment to veto the commission’sernment to veto the commission’sernment to veto the commission’sernment to veto the commission’s
proposals if they aren’t changed toproposals if they aren’t changed toproposals if they aren’t changed toproposals if they aren’t changed to
better protect the fiscal powers ofbetter protect the fiscal powers ofbetter protect the fiscal powers ofbetter protect the fiscal powers of
countries in the region, . The reportcountries in the region, . The reportcountries in the region, . The reportcountries in the region, . The report
also cited a need to alter the com-also cited a need to alter the com-also cited a need to alter the com-also cited a need to alter the com-
mission’s sole power to declare anmission’s sole power to declare anmission’s sole power to declare anmission’s sole power to declare an
economic emergency and removeeconomic emergency and removeeconomic emergency and removeeconomic emergency and remove
other legal uncertainties. It also saidother legal uncertainties. It also saidother legal uncertainties. It also saidother legal uncertainties. It also said
there should be a veto if attemptsthere should be a veto if attemptsthere should be a veto if attemptsthere should be a veto if attempts
are made to separate the proposalsare made to separate the proposalsare made to separate the proposalsare made to separate the proposals
for the ESRB and the supervisoryfor the ESRB and the supervisoryfor the ESRB and the supervisoryfor the ESRB and the supervisory
authorities.authorities.authorities.authorities.

The U.K. Treasury’s financ-The U.K. Treasury’s financ-The U.K. Treasury’s financ-The U.K. Treasury’s financ-
ial-services secretary, Paul Myners,ial-services secretary, Paul Myners,ial-services secretary, Paul Myners,ial-services secretary, Paul Myners,
said in an appearance before thesaid in an appearance before thesaid in an appearance before thesaid in an appearance before the
committee last week that the gov-committee last week that the gov-committee last week that the gov-committee last week that the gov-
ernment would be prepared to vetoernment would be prepared to vetoernment would be prepared to vetoernment would be prepared to veto
the commission’s proposals if neces-the commission’s proposals if neces-the commission’s proposals if neces-the commission’s proposals if neces-
sary to protect the country’s fiscalsary to protect the country’s fiscalsary to protect the country’s fiscalsary to protect the country’s fiscal
position.position.position.position.

The government is concernedThe government is concernedThe government is concernedThe government is concerned

that it could be forced by the ESRBthat it could be forced by the ESRBthat it could be forced by the ESRBthat it could be forced by the ESRB
to commit taxpayer funds to bail outto commit taxpayer funds to bail outto commit taxpayer funds to bail outto commit taxpayer funds to bail out
a bank in a future financial crisis.a bank in a future financial crisis.a bank in a future financial crisis.a bank in a future financial crisis.

The committee’s report said theThe committee’s report said theThe committee’s report said theThe committee’s report said the
current provisions protecting EUcurrent provisions protecting EUcurrent provisions protecting EUcurrent provisions protecting EU
countries’ fiscal powers “need to becountries’ fiscal powers “need to becountries’ fiscal powers “need to becountries’ fiscal powers “need to be
far stronger,” even though Europeanfar stronger,” even though Europeanfar stronger,” even though Europeanfar stronger,” even though European
finance ministers agreed in Junefinance ministers agreed in Junefinance ministers agreed in Junefinance ministers agreed in June
that the new supervisory structurethat the new supervisory structurethat the new supervisory structurethat the new supervisory structure
shouldn’t impinge on national gov-shouldn’t impinge on national gov-shouldn’t impinge on national gov-shouldn’t impinge on national gov-
ernments.ernments.ernments.ernments.

The report said another trou-The report said another trou-The report said another trou-The report said another trou-
bling feature of the proposals is thebling feature of the proposals is thebling feature of the proposals is thebling feature of the proposals is the
power they give the commission topower they give the commission topower they give the commission topower they give the commission to
declare a national emergency whendeclare a national emergency whendeclare a national emergency whendeclare a national emergency when
the orderly functions of markets arethe orderly functions of markets arethe orderly functions of markets arethe orderly functions of markets are
threatened, which would allow it tothreatened, which would allow it tothreatened, which would allow it tothreatened, which would allow it to
demand action from regulators ordemand action from regulators ordemand action from regulators ordemand action from regulators or
regulated firms.regulated firms.regulated firms.regulated firms.

The committee said it agreesThe committee said it agreesThe committee said it agreesThe committee said it agrees
with Lord Myners that the EU’s ex-with Lord Myners that the EU’s ex-with Lord Myners that the EU’s ex-with Lord Myners that the EU’s ex-
ecutive body isn’t the right organi-ecutive body isn’t the right organi-ecutive body isn’t the right organi-ecutive body isn’t the right organi-
zation to make this decision.zation to make this decision.zation to make this decision.zation to make this decision.

BBBBYYYY AAAADAMDAMDAMDAM BBBBRADBERYRADBERYRADBERYRADBERY
Rules veto
A U.K. Treasury committee wants
the government to scupper
proposed European Commission
financial regulations unless:

Source: U.K. Treasury Committee

n Legal uncertainties around
the regulations are
satisfactorily resolved

n Fiscal safeguards are
strengthened to protect the
independence of individual
countries’ regulators

n Provisions are removed that
would give the European
Commission unilateral power
to declare a financial
emergency

Citigroup rejects Terra Firma’s proposal to save music unit EMICitigroup rejects Terra Firma’s proposal to save music unit EMICitigroup rejects Terra Firma’s proposal to save music unit EMICitigroup rejects Terra Firma’s proposal to save music unit EMI
CitigroupCitigroupCitigroupCitigroup Inc. has rejectedInc. has rejectedInc. has rejectedInc. has rejected TerraTerraTerraTerra

Firma Capital PartnersFirma Capital PartnersFirma Capital PartnersFirma Capital Partners Ltd.’s latestLtd.’s latestLtd.’s latestLtd.’s latest
bid to restructure EMI Group Ltd., asbid to restructure EMI Group Ltd., asbid to restructure EMI Group Ltd., asbid to restructure EMI Group Ltd., as
the music company’s lender and itsthe music company’s lender and itsthe music company’s lender and itsthe music company’s lender and its
owner continue to haggle over howowner continue to haggle over howowner continue to haggle over howowner continue to haggle over how
to address its debt burden.to address its debt burden.to address its debt burden.to address its debt burden.

Citigroup in the past few weeksCitigroup in the past few weeksCitigroup in the past few weeksCitigroup in the past few weeks
rebuffed a proposal from the buyoutrebuffed a proposal from the buyoutrebuffed a proposal from the buyoutrebuffed a proposal from the buyout
firm in which Terra Firma would in-firm in which Terra Firma would in-firm in which Terra Firma would in-firm in which Terra Firma would in-
ject about £1 billion, or $1.67 billion,ject about £1 billion, or $1.67 billion,ject about £1 billion, or $1.67 billion,ject about £1 billion, or $1.67 billion,
into EMI in exchange for Citigroupinto EMI in exchange for Citigroupinto EMI in exchange for Citigroupinto EMI in exchange for Citigroup
forgiving a similar proportion of itsforgiving a similar proportion of itsforgiving a similar proportion of itsforgiving a similar proportion of its
£2.6 billion of EMI loans, according£2.6 billion of EMI loans, according£2.6 billion of EMI loans, according£2.6 billion of EMI loans, according
to people familiar with the matter.to people familiar with the matter.to people familiar with the matter.to people familiar with the matter.
The proposal would have requiredThe proposal would have requiredThe proposal would have requiredThe proposal would have required

Citigroup to write off more debtCitigroup to write off more debtCitigroup to write off more debtCitigroup to write off more debt
than it was comfortable with, one ofthan it was comfortable with, one ofthan it was comfortable with, one ofthan it was comfortable with, one of
the people said. It is unclear if andthe people said. It is unclear if andthe people said. It is unclear if andthe people said. It is unclear if and
when Terra Firma intends to make awhen Terra Firma intends to make awhen Terra Firma intends to make awhen Terra Firma intends to make a
new offer.new offer.new offer.new offer.

Either way, the proposal showsEither way, the proposal showsEither way, the proposal showsEither way, the proposal shows
the lengths Terra Firma is willing tothe lengths Terra Firma is willing tothe lengths Terra Firma is willing tothe lengths Terra Firma is willing to
go to rescue EMI, a big bet it madego to rescue EMI, a big bet it madego to rescue EMI, a big bet it madego to rescue EMI, a big bet it made
at the height of the private-equityat the height of the private-equityat the height of the private-equityat the height of the private-equity
boom that has soured dramatically.boom that has soured dramatically.boom that has soured dramatically.boom that has soured dramatically.
About 80% of Terra Firma’s inves-About 80% of Terra Firma’s inves-About 80% of Terra Firma’s inves-About 80% of Terra Firma’s inves-
tors voted in favor of allowing thetors voted in favor of allowing thetors voted in favor of allowing thetors voted in favor of allowing the
firm to invest the additional £1 bil-firm to invest the additional £1 bil-firm to invest the additional £1 bil-firm to invest the additional £1 bil-
lion, even though this would havelion, even though this would havelion, even though this would havelion, even though this would have
raised Terra Firma funds’ EMI expo-raised Terra Firma funds’ EMI expo-raised Terra Firma funds’ EMI expo-raised Terra Firma funds’ EMI expo-
sure to about 40%, one person famil-sure to about 40%, one person famil-sure to about 40%, one person famil-sure to about 40%, one person famil-
iar with the buyout firm said. Typi-iar with the buyout firm said. Typi-iar with the buyout firm said. Typi-iar with the buyout firm said. Typi-

cal private-equity-fund exposure tocal private-equity-fund exposure tocal private-equity-fund exposure tocal private-equity-fund exposure to
a single deal is 10% to 20%.a single deal is 10% to 20%.a single deal is 10% to 20%.a single deal is 10% to 20%.

Terra Firma earlier this year of-Terra Firma earlier this year of-Terra Firma earlier this year of-Terra Firma earlier this year of-
fered to inject £300 million intofered to inject £300 million intofered to inject £300 million intofered to inject £300 million into
EMI, an offer that Citigroup also re-EMI, an offer that Citigroup also re-EMI, an offer that Citigroup also re-EMI, an offer that Citigroup also re-
buffed, a person familiar with thebuffed, a person familiar with thebuffed, a person familiar with thebuffed, a person familiar with the
matter has said.matter has said.matter has said.matter has said.

Citigroup became Terra Firma’sCitigroup became Terra Firma’sCitigroup became Terra Firma’sCitigroup became Terra Firma’s
sole lender after the credit crunchsole lender after the credit crunchsole lender after the credit crunchsole lender after the credit crunch
made it difficult to syndicate themade it difficult to syndicate themade it difficult to syndicate themade it difficult to syndicate the
debt when the £2.4 billion deal wasdebt when the £2.4 billion deal wasdebt when the £2.4 billion deal wasdebt when the £2.4 billion deal was
agreed to in 2007.agreed to in 2007.agreed to in 2007.agreed to in 2007.

Yet even as Terra Firma attemptsYet even as Terra Firma attemptsYet even as Terra Firma attemptsYet even as Terra Firma attempts
to rescue its investment, it isto rescue its investment, it isto rescue its investment, it isto rescue its investment, it is
sharply reducing its managerial in-sharply reducing its managerial in-sharply reducing its managerial in-sharply reducing its managerial in-
volvement in the company.volvement in the company.volvement in the company.volvement in the company.

The U.K.-based firm is withdraw-The U.K.-based firm is withdraw-The U.K.-based firm is withdraw-The U.K.-based firm is withdraw-

ing about 10 of its executives whoing about 10 of its executives whoing about 10 of its executives whoing about 10 of its executives who
help run EMI on a day-to-day basis,help run EMI on a day-to-day basis,help run EMI on a day-to-day basis,help run EMI on a day-to-day basis,
one person said.one person said.one person said.one person said.

Terra Firma had close to 40 exec-Terra Firma had close to 40 exec-Terra Firma had close to 40 exec-Terra Firma had close to 40 exec-
utives at EMI at the height of its in-utives at EMI at the height of its in-utives at EMI at the height of its in-utives at EMI at the height of its in-
volvement. Since then, Terra Firmavolvement. Since then, Terra Firmavolvement. Since then, Terra Firmavolvement. Since then, Terra Firma
Chairman Guy Hands has steppedChairman Guy Hands has steppedChairman Guy Hands has steppedChairman Guy Hands has stepped
away from day-to-day control of theaway from day-to-day control of theaway from day-to-day control of theaway from day-to-day control of the
music division, which is at the heartmusic division, which is at the heartmusic division, which is at the heartmusic division, which is at the heart
of EMI’s troubles.of EMI’s troubles.of EMI’s troubles.of EMI’s troubles.

Music companies, like other tra-Music companies, like other tra-Music companies, like other tra-Music companies, like other tra-
ditional media, have been ravagedditional media, have been ravagedditional media, have been ravagedditional media, have been ravaged
by the circulation of their contentby the circulation of their contentby the circulation of their contentby the circulation of their content
for free on the Internet. EMI’s prob-for free on the Internet. EMI’s prob-for free on the Internet. EMI’s prob-for free on the Internet. EMI’s prob-
lems have been compounded by alems have been compounded by alems have been compounded by alems have been compounded by a
loss of market share and of some ofloss of market share and of some ofloss of market share and of some ofloss of market share and of some of
its key talent since the takeover.its key talent since the takeover.its key talent since the takeover.its key talent since the takeover.

Terra Firma already has writtenTerra Firma already has writtenTerra Firma already has writtenTerra Firma already has written
down a large portion of its EMI in-down a large portion of its EMI in-down a large portion of its EMI in-down a large portion of its EMI in-
vestment, and been forced to injectvestment, and been forced to injectvestment, and been forced to injectvestment, and been forced to inject
extra cash into the company to avoidextra cash into the company to avoidextra cash into the company to avoidextra cash into the company to avoid
default on the Citigroup loan.default on the Citigroup loan.default on the Citigroup loan.default on the Citigroup loan.

Since September of last year,Since September of last year,Since September of last year,Since September of last year,
EMI’s music division has failed atEMI’s music division has failed atEMI’s music division has failed atEMI’s music division has failed at
least three so-called covenant testsleast three so-called covenant testsleast three so-called covenant testsleast three so-called covenant tests
that force it to keep its cash flow atthat force it to keep its cash flow atthat force it to keep its cash flow atthat force it to keep its cash flow at
a certain level relative to its debt.a certain level relative to its debt.a certain level relative to its debt.a certain level relative to its debt.
EMI passed the latest test, in Sep-EMI passed the latest test, in Sep-EMI passed the latest test, in Sep-EMI passed the latest test, in Sep-
tember, a person familiar with thetember, a person familiar with thetember, a person familiar with thetember, a person familiar with the
matter said, which could give Terramatter said, which could give Terramatter said, which could give Terramatter said, which could give Terra
Firma some breathing room in theFirma some breathing room in theFirma some breathing room in theFirma some breathing room in the
Citigroup discussions.Citigroup discussions.Citigroup discussions.Citigroup discussions.

—James Mawson—James Mawson—James Mawson—James Mawson
contributed to this article.contributed to this article.contributed to this article.contributed to this article.
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In Paris, the ultimate vintage Hermès saleIn Paris, the ultimate vintage Hermès saleIn Paris, the ultimate vintage Hermès saleIn Paris, the ultimate vintage Hermès sale
Auction prices for the luxury maker’s signature Kelly and Birkin bags soar despite the downturnAuction prices for the luxury maker’s signature Kelly and Birkin bags soar despite the downturnAuction prices for the luxury maker’s signature Kelly and Birkin bags soar despite the downturnAuction prices for the luxury maker’s signature Kelly and Birkin bags soar despite the downturn

PARIS—At the Artcurial auctionPARIS—At the Artcurial auctionPARIS—At the Artcurial auctionPARIS—At the Artcurial auction
house’s sale of vintage Hermès lasthouse’s sale of vintage Hermès lasthouse’s sale of vintage Hermès lasthouse’s sale of vintage Hermès last
week, an assistant balanced a choco-week, an assistant balanced a choco-week, an assistant balanced a choco-week, an assistant balanced a choco-
late-brown crocodile Birkin bag onlate-brown crocodile Birkin bag onlate-brown crocodile Birkin bag onlate-brown crocodile Birkin bag on
his white-gloved fingertips as he pa-his white-gloved fingertips as he pa-his white-gloved fingertips as he pa-his white-gloved fingertips as he pa-
raded it around the room.raded it around the room.raded it around the room.raded it around the room.

Bidding opened at €15,000Bidding opened at €15,000Bidding opened at €15,000Bidding opened at €15,000
(about $22,500), and two clients(about $22,500), and two clients(about $22,500), and two clients(about $22,500), and two clients
calling in by phone furiously one-calling in by phone furiously one-calling in by phone furiously one-calling in by phone furiously one-
upped each other. Within less thanupped each other. Within less thanupped each other. Within less thanupped each other. Within less than
a minute the price of the few-years-a minute the price of the few-years-a minute the price of the few-years-a minute the price of the few-years-
old bag had jumped to €25,000,old bag had jumped to €25,000,old bag had jumped to €25,000,old bag had jumped to €25,000,
shooting €5,000 past the high esti-shooting €5,000 past the high esti-shooting €5,000 past the high esti-shooting €5,000 past the high esti-
mate and far more than the bag’smate and far more than the bag’smate and far more than the bag’smate and far more than the bag’s
retail price.retail price.retail price.retail price.

The appetite for Hermès, vintageThe appetite for Hermès, vintageThe appetite for Hermès, vintageThe appetite for Hermès, vintage
or new, has strongly resisted theor new, has strongly resisted theor new, has strongly resisted theor new, has strongly resisted the
slump in luxury spending during theslump in luxury spending during theslump in luxury spending during theslump in luxury spending during the
economic crisis. Tuesday’s sale ofeconomic crisis. Tuesday’s sale ofeconomic crisis. Tuesday’s sale ofeconomic crisis. Tuesday’s sale of
631 items—from bags and scarves to631 items—from bags and scarves to631 items—from bags and scarves to631 items—from bags and scarves to
garden pruners and bridgegarden pruners and bridgegarden pruners and bridgegarden pruners and bridge
sets—raked in €824,206, surpassingsets—raked in €824,206, surpassingsets—raked in €824,206, surpassingsets—raked in €824,206, surpassing
the €725,101 sold at auction in May,the €725,101 sold at auction in May,the €725,101 sold at auction in May,the €725,101 sold at auction in May,
a record.a record.a record.a record.

Hermès is the only luxury fash-Hermès is the only luxury fash-Hermès is the only luxury fash-Hermès is the only luxury fash-
ion label to have entire auctionsion label to have entire auctionsion label to have entire auctionsion label to have entire auctions
dedicated to it. While the companydedicated to it. While the companydedicated to it. While the companydedicated to it. While the company
doesn’t authorize any of the auc-doesn’t authorize any of the auc-doesn’t authorize any of the auc-doesn’t authorize any of the auc-
tions, the two per year held by Art-tions, the two per year held by Art-tions, the two per year held by Art-tions, the two per year held by Art-
curial, one of Paris’s best-knowncurial, one of Paris’s best-knowncurial, one of Paris’s best-knowncurial, one of Paris’s best-known
auctioneers, are considered theauctioneers, are considered theauctioneers, are considered theauctioneers, are considered the
most prestigious. Fetishists, social-most prestigious. Fetishists, social-most prestigious. Fetishists, social-most prestigious. Fetishists, social-
ites, collectors, students and tour-ites, collectors, students and tour-ites, collectors, students and tour-ites, collectors, students and tour-
ists all flock to Artcurial’s two day-ists all flock to Artcurial’s two day-ists all flock to Artcurial’s two day-ists all flock to Artcurial’s two day-
long events.long events.long events.long events.

The house of Hermès expects itsThe house of Hermès expects itsThe house of Hermès expects itsThe house of Hermès expects its
sales to rise slightly this year, itsales to rise slightly this year, itsales to rise slightly this year, itsales to rise slightly this year, it
said at the beginning of the month,said at the beginning of the month,said at the beginning of the month,said at the beginning of the month,
amid an estimated 8% fall in globalamid an estimated 8% fall in globalamid an estimated 8% fall in globalamid an estimated 8% fall in global
sales of luxury goods this year, ac-sales of luxury goods this year, ac-sales of luxury goods this year, ac-sales of luxury goods this year, ac-
cording to consultancy Bain & Co.cording to consultancy Bain & Co.cording to consultancy Bain & Co.cording to consultancy Bain & Co.
Sales in its core categories of bags,Sales in its core categories of bags,Sales in its core categories of bags,Sales in its core categories of bags,
silks (scarves and ties) and apparelsilks (scarves and ties) and apparelsilks (scarves and ties) and apparelsilks (scarves and ties) and apparel
are still strong. That’s particularlyare still strong. That’s particularlyare still strong. That’s particularlyare still strong. That’s particularly
true for the company’s signaturetrue for the company’s signaturetrue for the company’s signaturetrue for the company’s signature
leather bags—its Kelly and Birkinleather bags—its Kelly and Birkinleather bags—its Kelly and Birkinleather bags—its Kelly and Birkin
bags have provided a steady streambags have provided a steady streambags have provided a steady streambags have provided a steady stream
of revenue even in the midst of theof revenue even in the midst of theof revenue even in the midst of theof revenue even in the midst of the
crisis.crisis.crisis.crisis.

Handmade in France, the twoHandmade in France, the twoHandmade in France, the twoHandmade in France, the two
bags are longtime classics—thebags are longtime classics—thebags are longtime classics—thebags are longtime classics—the
Kelly was baptized in the 1950s af-Kelly was baptized in the 1950s af-Kelly was baptized in the 1950s af-Kelly was baptized in the 1950s af-
ter Grace Kelly clutched it on theter Grace Kelly clutched it on theter Grace Kelly clutched it on theter Grace Kelly clutched it on the
cover of Life magazine; the Birkincover of Life magazine; the Birkincover of Life magazine; the Birkincover of Life magazine; the Birkin
was created for singer Jane Birkin.was created for singer Jane Birkin.was created for singer Jane Birkin.was created for singer Jane Birkin.
Awareness of the bags exploded inAwareness of the bags exploded inAwareness of the bags exploded inAwareness of the bags exploded in
the 1990s, the era of the “it” bag,the 1990s, the era of the “it” bag,the 1990s, the era of the “it” bag,the 1990s, the era of the “it” bag,
but Hermès was only able to boostbut Hermès was only able to boostbut Hermès was only able to boostbut Hermès was only able to boost
production as quickly as it could re-production as quickly as it could re-production as quickly as it could re-production as quickly as it could re-
cruit and train craftsmen to makecruit and train craftsmen to makecruit and train craftsmen to makecruit and train craftsmen to make
them. Bags disappeared momentsthem. Bags disappeared momentsthem. Bags disappeared momentsthem. Bags disappeared moments
after appearing on store shelves,after appearing on store shelves,after appearing on store shelves,after appearing on store shelves,
and years-long waiting lists poppedand years-long waiting lists poppedand years-long waiting lists poppedand years-long waiting lists popped
up for handbags that generally listup for handbags that generally listup for handbags that generally listup for handbags that generally list
for thousands of euros. Since thefor thousands of euros. Since thefor thousands of euros. Since thefor thousands of euros. Since the
downturn, it has been easier to finddownturn, it has been easier to finddownturn, it has been easier to finddownturn, it has been easier to find
some Birkins and Kellys at stores,some Birkins and Kellys at stores,some Birkins and Kellys at stores,some Birkins and Kellys at stores,
but waiting lists remain for particu-but waiting lists remain for particu-but waiting lists remain for particu-but waiting lists remain for particu-
lar colors or skins.lar colors or skins.lar colors or skins.lar colors or skins.

“These are objects with a soul,“These are objects with a soul,“These are objects with a soul,“These are objects with a soul,
with a past. They’re unique,” saidwith a past. They’re unique,” saidwith a past. They’re unique,” saidwith a past. They’re unique,” said
Artcurial’s resident Hermès expertArtcurial’s resident Hermès expertArtcurial’s resident Hermès expertArtcurial’s resident Hermès expert
Cyril Pigot, ducking beneath a rowCyril Pigot, ducking beneath a rowCyril Pigot, ducking beneath a rowCyril Pigot, ducking beneath a row

of silk scarves hanging from theof silk scarves hanging from theof silk scarves hanging from theof silk scarves hanging from the
walls of the gallery. He theorizeswalls of the gallery. He theorizeswalls of the gallery. He theorizeswalls of the gallery. He theorizes
that women want their Kelly bagsthat women want their Kelly bagsthat women want their Kelly bagsthat women want their Kelly bags
looking broken-in during a downlooking broken-in during a downlooking broken-in during a downlooking broken-in during a down
economy so they don’t seem as os-economy so they don’t seem as os-economy so they don’t seem as os-economy so they don’t seem as os-
tentatious. “It’s much more chic totentatious. “It’s much more chic totentatious. “It’s much more chic totentatious. “It’s much more chic to
have a crocodile bag with a 20-yearhave a crocodile bag with a 20-yearhave a crocodile bag with a 20-yearhave a crocodile bag with a 20-year
patina.” Mr. Pigot, who sourcespatina.” Mr. Pigot, who sourcespatina.” Mr. Pigot, who sourcespatina.” Mr. Pigot, who sources
items from wealthy families and es-items from wealthy families and es-items from wealthy families and es-items from wealthy families and es-
tate sales, prices his items at abouttate sales, prices his items at abouttate sales, prices his items at abouttate sales, prices his items at about
50% to 60% off the original list price50% to 60% off the original list price50% to 60% off the original list price50% to 60% off the original list price
and hasn’t lowered his estimates be-and hasn’t lowered his estimates be-and hasn’t lowered his estimates be-and hasn’t lowered his estimates be-
cause of the economic crisis.cause of the economic crisis.cause of the economic crisis.cause of the economic crisis.

Vintage items from other housesVintage items from other housesVintage items from other housesVintage items from other houses
such as Louis Vuitton, Goyard andsuch as Louis Vuitton, Goyard andsuch as Louis Vuitton, Goyard andsuch as Louis Vuitton, Goyard and
Yves Saint Laurent are sold inYves Saint Laurent are sold inYves Saint Laurent are sold inYves Saint Laurent are sold in
themed auctions. Yves Saint Lau-themed auctions. Yves Saint Lau-themed auctions. Yves Saint Lau-themed auctions. Yves Saint Lau-
rent’s estate went on the block inrent’s estate went on the block inrent’s estate went on the block inrent’s estate went on the block in
February in what critics called “theFebruary in what critics called “theFebruary in what critics called “theFebruary in what critics called “the
sale of the century,” but it was thesale of the century,” but it was thesale of the century,” but it was thesale of the century,” but it was the
deceased designer’s art collection,deceased designer’s art collection,deceased designer’s art collection,deceased designer’s art collection,
not fashion items, that drew crowds.not fashion items, that drew crowds.not fashion items, that drew crowds.not fashion items, that drew crowds.

Michael Tonello, the author ofMichael Tonello, the author ofMichael Tonello, the author ofMichael Tonello, the author of
“Bringing Home the Birkin,” who“Bringing Home the Birkin,” who“Bringing Home the Birkin,” who“Bringing Home the Birkin,” who
bought more than $1.6 million inbought more than $1.6 million inbought more than $1.6 million inbought more than $1.6 million in
Hermès merchandise in one year toHermès merchandise in one year toHermès merchandise in one year toHermès merchandise in one year to

resell, says Hermès “is not reallyresell, says Hermès “is not reallyresell, says Hermès “is not reallyresell, says Hermès “is not really
seen as fashion—it’s seen as an in-seen as fashion—it’s seen as an in-seen as fashion—it’s seen as an in-seen as fashion—it’s seen as an in-
vestment in your place in society.”vestment in your place in society.”vestment in your place in society.”vestment in your place in society.”

At Luxury, a high-end second-At Luxury, a high-end second-At Luxury, a high-end second-At Luxury, a high-end second-
hand shop in Zurich, Paris and on-hand shop in Zurich, Paris and on-hand shop in Zurich, Paris and on-hand shop in Zurich, Paris and on-
line, Peter Nitz sells Hermès bagsline, Peter Nitz sells Hermès bagsline, Peter Nitz sells Hermès bagsline, Peter Nitz sells Hermès bags
and scarves dating back to beforeand scarves dating back to beforeand scarves dating back to beforeand scarves dating back to before
World War II. While he can be pickyWorld War II. While he can be pickyWorld War II. While he can be pickyWorld War II. While he can be picky
as to which Chanel or Yves Saintas to which Chanel or Yves Saintas to which Chanel or Yves Saintas to which Chanel or Yves Saint
Laurent he’ll take, “for Hermès, weLaurent he’ll take, “for Hermès, weLaurent he’ll take, “for Hermès, weLaurent he’ll take, “for Hermès, we
take everything,” says Mr. Nitz.take everything,” says Mr. Nitz.take everything,” says Mr. Nitz.take everything,” says Mr. Nitz.
“Just the name Hermès on it means“Just the name Hermès on it means“Just the name Hermès on it means“Just the name Hermès on it means
we can sell it.” He sells rare-coloredwe can sell it.” He sells rare-coloredwe can sell it.” He sells rare-coloredwe can sell it.” He sells rare-colored
Birkin bags for up to 40% more thanBirkin bags for up to 40% more thanBirkin bags for up to 40% more thanBirkin bags for up to 40% more than
list price.list price.list price.list price.

Hermès keeps its distance fromHermès keeps its distance fromHermès keeps its distance fromHermès keeps its distance from
the sale of its second-hand goods.the sale of its second-hand goods.the sale of its second-hand goods.the sale of its second-hand goods.
But some employees attend to addBut some employees attend to addBut some employees attend to addBut some employees attend to add
to their personal collections. Her-to their personal collections. Her-to their personal collections. Her-to their personal collections. Her-
mès declined to comment for themès declined to comment for themès declined to comment for themès declined to comment for the
story.story.story.story.

In the days before an auction,In the days before an auction,In the days before an auction,In the days before an auction,
the Artcurial exhibition rooms over-the Artcurial exhibition rooms over-the Artcurial exhibition rooms over-the Artcurial exhibition rooms over-
looking Paris’s luxury shopping bou-looking Paris’s luxury shopping bou-looking Paris’s luxury shopping bou-looking Paris’s luxury shopping bou-
levard Avenue Montaigne turn intolevard Avenue Montaigne turn intolevard Avenue Montaigne turn intolevard Avenue Montaigne turn into
an Hermès curiosity shop. Mr. Pigotan Hermès curiosity shop. Mr. Pigotan Hermès curiosity shop. Mr. Pigotan Hermès curiosity shop. Mr. Pigot

arranges the hundreds of items inarranges the hundreds of items inarranges the hundreds of items inarranges the hundreds of items in
displays—bags hanging from ant-displays—bags hanging from ant-displays—bags hanging from ant-displays—bags hanging from ant-
lers, watches in glass cases, and alers, watches in glass cases, and alers, watches in glass cases, and alers, watches in glass cases, and a
leather-trimmed bike propped upleather-trimmed bike propped upleather-trimmed bike propped upleather-trimmed bike propped up
casually against the wall.casually against the wall.casually against the wall.casually against the wall.

Bags make up nearly two-thirdsBags make up nearly two-thirdsBags make up nearly two-thirdsBags make up nearly two-thirds
of the collection. When he meetsof the collection. When he meetsof the collection. When he meetsof the collection. When he meets
with a seller looking to create a lit-with a seller looking to create a lit-with a seller looking to create a lit-with a seller looking to create a lit-
tle space in her closet, Mr. Pigottle space in her closet, Mr. Pigottle space in her closet, Mr. Pigottle space in her closet, Mr. Pigot
seeks unusual colors or skins. A po-seeks unusual colors or skins. A po-seeks unusual colors or skins. A po-seeks unusual colors or skins. A po-
tential buyer called in for a precisetential buyer called in for a precisetential buyer called in for a precisetential buyer called in for a precise
description of the colors on a croco-description of the colors on a croco-description of the colors on a croco-description of the colors on a croco-
dile Kelly bag, which sold fordile Kelly bag, which sold fordile Kelly bag, which sold fordile Kelly bag, which sold for
€15,300, a premium to its €9,000 to€15,300, a premium to its €9,000 to€15,300, a premium to its €9,000 to€15,300, a premium to its €9,000 to
€10,000 estimate.€10,000 estimate.€10,000 estimate.€10,000 estimate.

Another one-of-a-kind item wasAnother one-of-a-kind item wasAnother one-of-a-kind item wasAnother one-of-a-kind item was
a tote bag made of horizontal stripsa tote bag made of horizontal stripsa tote bag made of horizontal stripsa tote bag made of horizontal strips
of silk scarves in commemoration ofof silk scarves in commemoration ofof silk scarves in commemoration ofof silk scarves in commemoration of
a 2005 exhibition. Maelle Caravacaa 2005 exhibition. Maelle Caravacaa 2005 exhibition. Maelle Caravacaa 2005 exhibition. Maelle Caravaca
won the bidding at €510, around thewon the bidding at €510, around thewon the bidding at €510, around thewon the bidding at €510, around the
middle of its estimate range. “Imiddle of its estimate range. “Imiddle of its estimate range. “Imiddle of its estimate range. “I
sometimes buy from the boutique,sometimes buy from the boutique,sometimes buy from the boutique,sometimes buy from the boutique,
but the auction products are excep-but the auction products are excep-but the auction products are excep-but the auction products are excep-
tional,” said the student.tional,” said the student.tional,” said the student.tional,” said the student.

Many of the auction items areMany of the auction items areMany of the auction items areMany of the auction items are
notable for their history. One of thenotable for their history. One of thenotable for their history. One of thenotable for their history. One of the

plainer-looking scarves—burgundyplainer-looking scarves—burgundyplainer-looking scarves—burgundyplainer-looking scarves—burgundy
spurs and other equestrian icons onspurs and other equestrian icons onspurs and other equestrian icons onspurs and other equestrian icons on
a cream-colored background—isa cream-colored background—isa cream-colored background—isa cream-colored background—is
made from cotton, not silk. Themade from cotton, not silk. Themade from cotton, not silk. Themade from cotton, not silk. The
scarf dates from World War II whenscarf dates from World War II whenscarf dates from World War II whenscarf dates from World War II when
silk was requisitioned for combatsilk was requisitioned for combatsilk was requisitioned for combatsilk was requisitioned for combat
parachutes and Hermès brieflyparachutes and Hermès brieflyparachutes and Hermès brieflyparachutes and Hermès briefly
made its scarves in cotton, Mr. Pigotmade its scarves in cotton, Mr. Pigotmade its scarves in cotton, Mr. Pigotmade its scarves in cotton, Mr. Pigot
said. It found a buyer at €280, nearsaid. It found a buyer at €280, nearsaid. It found a buyer at €280, nearsaid. It found a buyer at €280, near
the upper end of the €200 to €300the upper end of the €200 to €300the upper end of the €200 to €300the upper end of the €200 to €300
estimate.estimate.estimate.estimate.

The old obscure items and cus-The old obscure items and cus-The old obscure items and cus-The old obscure items and cus-
tom trinkets particularly appeal totom trinkets particularly appeal totom trinkets particularly appeal totom trinkets particularly appeal to
Hermès fanatics. A pair of gardenHermès fanatics. A pair of gardenHermès fanatics. A pair of gardenHermès fanatics. A pair of garden
pruners was inlaid with ivory horn.pruners was inlaid with ivory horn.pruners was inlaid with ivory horn.pruners was inlaid with ivory horn.
There was a leather toiletries kitThere was a leather toiletries kitThere was a leather toiletries kitThere was a leather toiletries kit
monogrammed “FF,” a silverwaremonogrammed “FF,” a silverwaremonogrammed “FF,” a silverwaremonogrammed “FF,” a silverware
picnic set in a red-leather case andpicnic set in a red-leather case andpicnic set in a red-leather case andpicnic set in a red-leather case and
a tennis racket-shaped silver clip toa tennis racket-shaped silver clip toa tennis racket-shaped silver clip toa tennis racket-shaped silver clip to
hold mail.hold mail.hold mail.hold mail.

“Look at the beauty of this,” Mr.“Look at the beauty of this,” Mr.“Look at the beauty of this,” Mr.“Look at the beauty of this,” Mr.
Pigot said, lifting an unused bridgePigot said, lifting an unused bridgePigot said, lifting an unused bridgePigot said, lifting an unused bridge
kit in dark-green crocodile from thekit in dark-green crocodile from thekit in dark-green crocodile from thekit in dark-green crocodile from the
1970s out of a glass case. “These ob-1970s out of a glass case. “These ob-1970s out of a glass case. “These ob-1970s out of a glass case. “These ob-
jects were part of an art of livingjects were part of an art of livingjects were part of an art of livingjects were part of an art of living
that has disappeared.”that has disappeared.”that has disappeared.”that has disappeared.”

BBBBYYYY CCCCHRISTINAHRISTINAHRISTINAHRISTINA PPPPASSARIELLOASSARIELLOASSARIELLOASSARIELLO

Clockwise from top: Clocks, ashtray,Clockwise from top: Clocks, ashtray,Clockwise from top: Clocks, ashtray,Clockwise from top: Clocks, ashtray,
pigskin vanity case, alligator Birkin,pigskin vanity case, alligator Birkin,pigskin vanity case, alligator Birkin,pigskin vanity case, alligator Birkin,
crocodile Kelly and a rarecrocodile Kelly and a rarecrocodile Kelly and a rarecrocodile Kelly and a rare
wastebasketwastebasketwastebasketwastebasket
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Swiss watch makers see rebound amid improving demandSwiss watch makers see rebound amid improving demandSwiss watch makers see rebound amid improving demandSwiss watch makers see rebound amid improving demand
ZURICH—Swiss luxury-goodsZURICH—Swiss luxury-goodsZURICH—Swiss luxury-goodsZURICH—Swiss luxury-goods

makersmakersmakersmakers Compagnie FinancièreCompagnie FinancièreCompagnie FinancièreCompagnie Financière
RichemontRichemontRichemontRichemont SA andSA andSA andSA and Swatch GroupSwatch GroupSwatch GroupSwatch Group
AG Friday said sales are beginningAG Friday said sales are beginningAG Friday said sales are beginningAG Friday said sales are beginning
to rebound amid improving demand,to rebound amid improving demand,to rebound amid improving demand,to rebound amid improving demand,
particularly in Asian emerging ma-particularly in Asian emerging ma-particularly in Asian emerging ma-particularly in Asian emerging ma-
kets, adding new vigor to industrykets, adding new vigor to industrykets, adding new vigor to industrykets, adding new vigor to industry
hopes that well-heeled consumershopes that well-heeled consumershopes that well-heeled consumershopes that well-heeled consumers
may return ahead of Christmas.may return ahead of Christmas.may return ahead of Christmas.may return ahead of Christmas.

Their statements echo similarTheir statements echo similarTheir statements echo similarTheir statements echo similar
messages from high-end consumermessages from high-end consumermessages from high-end consumermessages from high-end consumer
goods companies including L’Orealgoods companies including L’Orealgoods companies including L’Orealgoods companies including L’Oreal
SA, LVMH Moët Hennessy LouisSA, LVMH Moët Hennessy LouisSA, LVMH Moët Hennessy LouisSA, LVMH Moët Hennessy Louis
Vuitton, Bulgari SpA and BurberryVuitton, Bulgari SpA and BurberryVuitton, Bulgari SpA and BurberryVuitton, Bulgari SpA and Burberry
Group PLC, which have either posi-Group PLC, which have either posi-Group PLC, which have either posi-Group PLC, which have either posi-
tively surprised markets or pre-tively surprised markets or pre-tively surprised markets or pre-tively surprised markets or pre-
dicted an imminent end to destock-dicted an imminent end to destock-dicted an imminent end to destock-dicted an imminent end to destock-
ing.ing.ing.ing.

Richemont, the Geneva-basedRichemont, the Geneva-basedRichemont, the Geneva-basedRichemont, the Geneva-based
owner of Cartier, Piaget and Mont-owner of Cartier, Piaget and Mont-owner of Cartier, Piaget and Mont-owner of Cartier, Piaget and Mont-

blanc luxury brands, Friday reportedblanc luxury brands, Friday reportedblanc luxury brands, Friday reportedblanc luxury brands, Friday reported
a 15% fall in first-half sales to €2.38a 15% fall in first-half sales to €2.38a 15% fall in first-half sales to €2.38a 15% fall in first-half sales to €2.38
billion ($3.54 billion) as of Sept. 30.billion ($3.54 billion) as of Sept. 30.billion ($3.54 billion) as of Sept. 30.billion ($3.54 billion) as of Sept. 30.
However the rate of decline slowedHowever the rate of decline slowedHowever the rate of decline slowedHowever the rate of decline slowed
to 10% in October with demand into 10% in October with demand into 10% in October with demand into 10% in October with demand in
Asia, excluding Japan, even risingAsia, excluding Japan, even risingAsia, excluding Japan, even risingAsia, excluding Japan, even rising
11%.11%.11%.11%.

Richemont’s Cartier brand, par-Richemont’s Cartier brand, par-Richemont’s Cartier brand, par-Richemont’s Cartier brand, par-
ticularly its bijoux and bridal jew-ticularly its bijoux and bridal jew-ticularly its bijoux and bridal jew-ticularly its bijoux and bridal jew-
elry, was among the revenue driv-elry, was among the revenue driv-elry, was among the revenue driv-elry, was among the revenue driv-
ers, posting double-digit growthers, posting double-digit growthers, posting double-digit growthers, posting double-digit growth

rates in Asia in October, it said. Newrates in Asia in October, it said. Newrates in Asia in October, it said. Newrates in Asia in October, it said. New
product launches such as Vacheronproduct launches such as Vacheronproduct launches such as Vacheronproduct launches such as Vacheron
Constantin’s Patrimony collectionConstantin’s Patrimony collectionConstantin’s Patrimony collectionConstantin’s Patrimony collection
and Jaeger-Le Coultre’s “Hybris Me-and Jaeger-Le Coultre’s “Hybris Me-and Jaeger-Le Coultre’s “Hybris Me-and Jaeger-Le Coultre’s “Hybris Me-
chanica a Grande Sonnerie” werechanica a Grande Sonnerie” werechanica a Grande Sonnerie” werechanica a Grande Sonnerie” were
also successful, the company said.also successful, the company said.also successful, the company said.also successful, the company said.

Swiss rival Swatch Group, theSwiss rival Swatch Group, theSwiss rival Swatch Group, theSwiss rival Swatch Group, the
worlds’ biggest watchmaker inworlds’ biggest watchmaker inworlds’ biggest watchmaker inworlds’ biggest watchmaker in
terms of sales, also said demand isterms of sales, also said demand isterms of sales, also said demand isterms of sales, also said demand is
picking up.picking up.picking up.picking up.

“We are seeing a year-on-year“We are seeing a year-on-year“We are seeing a year-on-year“We are seeing a year-on-year

improvement since August in localimprovement since August in localimprovement since August in localimprovement since August in local
currency terms, and we are gainingcurrency terms, and we are gainingcurrency terms, and we are gainingcurrency terms, and we are gaining
market share,” Chief Executive Of-market share,” Chief Executive Of-market share,” Chief Executive Of-market share,” Chief Executive Of-
ficer Nick Hayek said Friday,ficer Nick Hayek said Friday,ficer Nick Hayek said Friday,ficer Nick Hayek said Friday,

Swatch Group, which sells high-Swatch Group, which sells high-Swatch Group, which sells high-Swatch Group, which sells high-
end watches such as Breguet andend watches such as Breguet andend watches such as Breguet andend watches such as Breguet and
Omega and the basic Swatch watch,Omega and the basic Swatch watch,Omega and the basic Swatch watch,Omega and the basic Swatch watch,
derives strength from its broadderives strength from its broadderives strength from its broadderives strength from its broad
portfolio and from the fact it hasn’tportfolio and from the fact it hasn’tportfolio and from the fact it hasn’tportfolio and from the fact it hasn’t
stopped investing into its brands,stopped investing into its brands,stopped investing into its brands,stopped investing into its brands,
Mr. Hayek said.Mr. Hayek said.Mr. Hayek said.Mr. Hayek said.
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LEADING THE NEWS

GE puts faith in China aerospace industry
U.S. company forms avionics venture with AVIC, setting up possible challenge to Boeing and Airbus

BEIJING—General Electric Co.
made a big and potentially risky bet
Sunday on China’s aerospace indus-
try as it struck an agreement with
leading Chinese aircraft company
Aviation Industry Corp. of China to
jointly supply avionics systems for
jetliner makers globally.

GE is essentially moving its avi-
onics platform to China, angling in
part to grab business for a planned
aircraft China hopes will compete
with jets from Boeing Co. and Euro-
pean Aeronautic Defence & Space
Co.’s Airbus.

At the heart of GE’s decision is
the growth in China’s appetite for
planes, but the U.S. company also is
betting that a China-made jetliner
eventually could challenge Boeing
and Airbus outside China—a notion
seen with skepticism in the industry

GE and AVIC agreed to establish
a 50-50 joint venture in China that
GE said would be its main platform
to develop and market avionics sys-
tems for global commercial-aircraft
manufacturers. No financial details
were given, but GE called it “a sub-
stantial investment.”

GE defines its avionics systems
as the “brains” of the aircraft, help-
ing pilots navigate and operate the
plane. The business is is part of its
aviation-systems division, which has
annual revenue of about $2.5 billion,
roughly 13% of GE’s total aviation
revenue of $19.2 billion in 2008.

The agreement highlights in-
creasing competition among West-
ern aircraft-engine makers and oth-
ers to supply technology for a large
passenger jet China’s main state-
owned commercial-aircraft maker,
an AVIC offshoot called Commercial
Aircraft Corp. of China Ltd., or Co-
mac, is trying to launch by 2016. The
aim for that aircraft, the C919, is to
compete with Boeing’s B737 and Air-
bus’s A320.

The GE-AVIC joint venture, which
requires Chinese regulatory ap-
proval and is expected to launch in
mid-2010, will be “GE’s only way to
go to market with avionics systems

around the world,” a senior GE exec-
utive said Sunday in Beijing. Thus,
he said, GE will make advanced com-
mercial-avionics technology avail-
able for the venture and will do so
with the understanding of regulators
in Washington.

“This market is huge, and the
Chinese aviation industry likely over
the coming decades will be one of
the biggest, if not the biggest, of the
world,” said GE Chief Executive Jef-
frey Immelt in a speech before sign-
ing the agreement with Lin Zuom-
ing, president of state-owned AVIC.

“This joint venture also opens
the door for us to serve customers
in every corner of the world,” said
Mr. Immelt, whose presence at the
signing further underlined the im-
portance GE attaches to the venture.

Boeing and Airbus are expected
to come up with next-generation
narrow-body jets to replace their ag-
ing jetliners, but by some projec-
tions, those replacements won’t en-
ter service until the early 2020s.
Comac is aiming for a crucial edge
by launching the C919 by 2016. Co-
mac, based in Shanghai, has told
suppliers it plans to sell 2,500 C919
planes over a period of 20 years.

A top executive at a major U.S.
aerospace supplier calls this “overly
optimistic,” saying it would be a feat
if Comac were able to sell 600 to
800 C919s over 20 years. The C919,
even if successfully developed and
marketed, might lose its luster once
Boeing and Airbus produce new air-
craft to replace the B737 and the
A320, respectively, he says.

Lorraine Bolsinger, head of GE
Aviation Systems, said that while
GE’s immediate focus is to compete
for C919 business, its venture with
AVIC also is being established with
an eye toward supplying technology
for the next-generation narrow-body
jets being planned by Boeing and
Airbus, as well as business jets and
other aircraft in the pipeline.

She said world-wide demand for
narrow-body jetliners might amount
to 20,000 aircraft over the next few
decades. GE expects Comac to take a
“fair share” of that demand. Such
high expectations help explain GE’s
willingness to share the latest tech-
nology to help Comac come up with
a competitive passenger jet.

“The whole premise of this joint
venture is to bring [to market] ad-

vanced technology,” Ms. Bolsinger
said. Asked how GE would treat
technology the U.S. government
might consider too sensitive to
transfer to China, she said GE
wouldn’t jeopardize its relationship
with the U.S. military but noted that
there is a lot of expertise outside the
military realm on which AVIC and
GE could cooperate. “The joint ven-
ture creates approximately 200 jobs
in the U.S., in addition to creating
bilateral industrial cooperation with
China,” said Ms. Bolsinger.

For Comac, the C919 follows last
year’s launch of its first passenger
jet, a 70-seat regional plane called
the ARJ-21. The two aircraft repre-
sent significant steps by China to try
to cut into the global aerospace mar-
ket dominated by Boeing and Airbus
and a handful of other aircraft mak-
ers. GE provided engines for the
ARJ-21 and last year signed a deal
with Comac to purchase five ARJ-21
jets, with an option to buy 20 more.
GE said it planned to lease the re-
gional jets to Chinese airlines to op-
erate within China.

A major unknown for the C919 is
acceptance by consumers, especially
in key markets such as North Amer-
ica. Brazil’s Empresa Brasileira de
Aeronutica SA, or Embraer, which
has aimed to compete with Boeing
and Airbus for decades, has only
been able to break into the smaller,
so-called regional-jet business.

Still, a senior executive of a ma-
jor Western aircraft manufacturer in
Beijing said it would be a mistake to
dismiss an effort by Comac to com-
pete with Boeing and Airbus in the
big-passenger-jet business. China
has the “willpower” and the “finan-
cial resources” to put up a good
fight, and Comac also has China’s
huge and still-growing market for
commercial airliners to fall back on.

While some Western aviation ex-
ecutives believe consumers in ad-
vanced markets would never accept
Chinese-designed aircraft, GE’s Ms.
Bolsinger sounded a positive note
Sunday. “I do believe we will see the
C919 fly in North America, and we
look forward to that day.”

BY NORIHIKO SHIROUZU

Lin Zuoming, president of China’s AVIC, left, shook hands with GE Chief Executive Jeffery Immelt at a ceremony Sunday.
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Airbus and Boeing strike optimistic tone at air show in Dubai

DUBAI—The world’s top two civil
aircraft makers said Sunday at the
air show here that their market had
hit bottom and would start to im-
prove.

John Leahy, Airbus’s chief oper-
ating officer for customers, told re-
porters that “we see the market im-
proving, not deteriorating,” and “six
to nine months ago, people were
talking about delaying or canceling.
I’m not hearing any of that at this
air show.”

Randy Tinseth, Boeing’s commer-
cial-airplane marketing vice presi-
dent, was less bullish but still posi-
tive, telling Zawya Dow Jones in an
interview that “In 2010, you should
see a continued increase in traffic
levels. In 2011 you should see air-
lines returning to profitability and
in 2012 we expect to see a demand
for new airplanes.”

The Dubai Airshow is usually a
jamboree of huge aircraft orders by
the Gulf region’s leading airlines,
such as Emirates Airline, Etihad Air-
ways and Qatar Airways, whose or-

ders have been a key to the two
plane makers’ profitability in recent
years.

However, this year’s event is
much quieter as carriers in the oil-
rich region face falling passenger
numbers amid the global financial
crisis.

Both companies are to give for-
mal briefings about their market
outlook on Monday.

Globally, passenger demand as
tracked by the International Air
Transport Association has risen 5%
from its low point of March 2009
but the recovery has stalled and it

remains 6% below the peak level of
early 2008. The two plane makers’
customers are grappling with rising
oil prices.

Airbus, a unit of European Aero-
nautic Defence & Space Co., an-
nounced a deal with Ethiopian Air-
lines for 12 A350 XWB aircraft. The
deal is a confirmation of an earlier
memorandum of understanding
signed in July that was a break-
through for Airbus, as the airline
has historically been loyal to Boeing.

The list price for the Ethiopian
jet order would be about $3 billion;
Airbus said it had given a discount
but didn’t say how much.

On Friday, before the air show
started, the European plane maker
also signed a $1.8 billion agreement
in principle with Vietnam Airlines
for four A380 superjumbos and two
A350 XWBs.

Airbus badly needs a flow of or-
ders from current-generation jets
such as the ones ordered by these
two airlines to make up for its prob-
lem-plagued A400M military plane
and heavy investment in new mod-
els.

Although Boeing and Airbus are

hunting for new deals, their biggest
problem is airlines trying to push
back deliveries of the aircraft they
have already ordered in a bid to pre-
serve cash. Cancellations cause ex-
pensive disruptions rippling back
into the supply chain.

Mr. Leahy, however, said Airbus
will this year deliver as many air-
craft as in 2008 amid improving
market conditions.

“This year, we can confirm that
our deliveries will be at least the
same as last year,” he said. In 2008,
Airbus delivered 483 aircraft to air-
lines.

Mr. Tinseth of Boeing said the
Gulf region’s aviation market has
proved resilient in the face of the
global financial downturn, and the
fact that Middle East economies will
be some of the first to emerge from
recession bodes well for airlines.

“I know that a lot of capacity has
been added. Yields have been hurt
but the airlines continue to grow,”
he said.

Boeing didn’t make any commer-
cial announcements Sunday, saying
it is using the air show to “deepen
relations” with existing customers.

BY STEFANIA BIANCHI, NOUR MALAS
AND ALEX DELMAR-MORGAN

An Airbus A380 was among the planes shown at the Dubai air show Sunday.
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Follow the markets throughout the day with updated stock quotes, news and commentary at WSJ.com/Asia.
Also, receive email alerts that summarize the day’s trading in Europe and Asia. To sign up, go to WSJ.com/OnlineToday

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 405.75 unch. unch. 712.25 315.50
Soybeans (cents/bu.) CBOT 987.00 -3.00 -0.30% 1,315.00 794.00
Wheat (cents/bu.) CBOT 559.75 7.50 1.36% 1,029.25 459.00
Live cattle (cents/lb.) CME 85.150 0.325 0.38 108.600 84.150
Cocoa ($/ton) ICE-US 3,134 1 0.03 3,439 1,994
Coffee (cents/lb.) ICE-US 134.20 0.55 0.41 188.65 115.00
Sugar (cents/lb.) ICE-US 22.72 0.03 0.13 26.25 11.91
Cotton (cents/lb.) ICE-US 71.33 1.02 1.45 84.00 49.67
Crude palm oil (ringgit/ton) MDEX 2,269.00 24 1.07 4,200 1,487
Cocoa (pounds/ton) LIFFE 2,081 -26 -1.23 2,250 1,475
Robusta coffee ($/ton) LIFFE 1,306 -7 -0.53 1,955 1,295

Copper (cents/lb.) COMEX 299.95 2.65 0.89 365.00 135.50
Gold ($/troy oz.) COMEX 1116.70 10.10 0.91 1,123.40 494.00
Silver (cents/troy oz.) COMEX 1738.00 11.50 0.67 2,200.00 740.00
Aluminum ($/ton) LME 1,936.00 -14.50 -0.74 2,065.00 1,288.00
Tin ($/ton) LME 14,775.00 100.00 0.68 15,700.00 9,750.00
Copper ($/ton) LME 6,511.00 22.00 0.34 6,695.00 2,815.00
Lead ($/ton) LME 2,260.00 -5.00 -0.22 2,459.50 870.00
Zinc ($/ton) LME 2,166.50 3.00 0.14 2,344.00 1,065.00
Nickel ($/ton) LME 16,200 -175 -1.07 21,150 9,175

Crude oil ($/bbl.) NYMEX 77.03 -0.62 -0.80 139.00 47.31
Heating oil ($/gal.) NYMEX 2.0030 -0.0238 -1.17 4.1847 1.3640
RBOB gasoline ($/gal.) NYMEX 1.9472 -0.0231 -1.17 2.7100 1.1525
Natural gas ($/mmBtu) NYMEX 4.798 0.037 0.78 12.920 4.674
Brent crude ($/bbl.) ICE-EU 76.31 -0.46 -0.60 108.19 48.19
Gas oil ($/ton) ICE-EU 622.00 -4.75 -0.76 790.00 443.50

Source: Thomson Reuters; WSJ Market Data Group
WSJ.com

Currencies London close on Nov. 13
Per In

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

Argentina peso-a 5.6777 0.1761 3.8138 0.2622
Brazil real 2.5740 0.3885 1.7290 0.5784
Canada dollar 1.5621 0.6402 1.0493 0.9531

1-mo. forward 1.5620 0.6402 1.0492 0.9531
3-mos. forward 1.5620 0.6402 1.0492 0.9531
6-mos. forward 1.5623 0.6401 1.0494 0.9529

Chile peso 747.43 0.001338 502.05 0.001992
Colombia peso 2939.16 0.0003402 1974.25 0.0005065
Ecuador US dollar-f 1.4888 0.6717 1 1
Mexico peso-a 19.5194 0.0512 13.1113 0.0763
Peru sol 4.2816 0.2336 2.8760 0.3477
Uruguay peso-e 30.445 0.0328 20.450 0.0489
U.S. dollar 1.4888 0.6717 1 1
Venezuela bolivar 3.20 0.312814 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.5993 0.6253 1.0743 0.9309
China yuan 10.1627 0.0984 6.8263 0.1465
Hong Kong dollar 11.5376 0.0867 7.7499 0.1290
India rupee 68.8919 0.0145 46.2750 0.0216
Indonesia rupiah 13957 0.0000717 9375 0.0001067
Japan yen 133.50 0.007490 89.68 0.011151

1-mo. forward 133.48 0.007492 89.66 0.011153
3-mos. forward 133.43 0.007494 89.63 0.011157
6-mos. forward 133.35 0.007499 89.57 0.011164

Malaysia ringgit-c 5.0253 0.1990 3.3755 0.2963
New Zealand dollar 2.0078 0.4981 1.3486 0.7415
Pakistan rupee 124.236 0.0080 83.450 0.0120
Philippines peso 69.487 0.0144 46.675 0.0214
Singapore dollar 2.0647 0.4843 1.3869 0.7210
South Korea won 1722.93 0.0005804 1157.30 0.0008641
Taiwan dollar 47.960 0.02085 32.215 0.03104
Thailand baht 49.508 0.02020 33.255 0.03007

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

Euro zone euro 1 1 0.6717 1.4888
1-mo. forward 1.0001 0.9999 0.6718 1.4886
3-mos. forward 1.0004 0.9996 0.6719 1.4882
6-mos. forward 1.0008 0.9992 0.6723 1.4875

Czech Rep. koruna-b 25.513 0.0392 17.137 0.0584
Denmark krone 7.4403 0.1344 4.9977 0.2001
Hungary forint 268.93 0.003718 180.64 0.005536
Norway krone 8.3567 0.1197 5.6132 0.1782
Poland zloty 4.1006 0.2439 2.7544 0.3631
Russia ruble-d 42.978 0.02327 28.868 0.03464
Sweden krona 10.1889 0.0981 6.8439 0.1461
Switzerland franc 1.5099 0.6623 1.0142 0.9860

1-mo. forward 1.5096 0.6624 1.0140 0.9862
3-mos. forward 1.5091 0.6627 1.0137 0.9865
6-mos. forward 1.5081 0.6631 1.0130 0.9871

Turkey lira 2.2068 0.4532 1.4823 0.6746
U.K. pound 0.8928 1.1200 0.5997 1.6675

1-mo. forward 0.8930 1.1198 0.5999 1.6671
3-mos. forward 0.8934 1.1193 0.6001 1.6664
6-mos. forward 0.8939 1.1187 0.6005 1.6654

MIDDLE EAST/AFRICA
Bahrain dinar 0.5613 1.7817 0.3770 2.6526
Egypt pound-a 8.1230 0.1231 5.4563 0.1833
Israel shekel 5.6185 0.1780 3.7740 0.2650
Jordan dinar 1.0544 0.9484 0.7083 1.4119
Kuwait dinar 0.4251 2.3522 0.2856 3.5019
Lebanon pound 2235.36 0.0004474 1501.50 0.0006660
Saudi Arabia riyal 5.5834 0.1791 3.7504 0.2666
South Africa rand 11.0818 0.0902 7.4437 0.1343
United Arab dirham 5.4683 0.1829 3.6731 0.2722

SDR -f 0.9315 1.0736 0.6257 1.5983

a-floating rate b-commercial rate c-government rate c-commercial rate d-Russian Central Bank rate f-Special Drawing Rights

from the International 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.

50 EUROPE DJ Stoxx 600 247.80 1.19 0.48% 25.9% 20.5%

22 DJ Stoxx 50 2509.60 12.35 0.49 21.5 16.5

40 Euro Zone DJ Euro Stoxx 269.11 0.50 0.19 20.8 19.4

18 DJ Euro Stoxx 50 2883.04 6.12 0.21 17.6 17.4

27 Austria ATX 2633.21 9.58 0.37 50.4 45.7

14 Belgium Bel-20 2506.47 25.54 1.03 31.3 21.6

15 Czech Republic PX 1152.3 -16.5 -1.41% 34.3 42.2

19 Denmark OMX Copenhagen 311.71 -0.44 -0.14 37.8 25.5

19 Finland OMX Helsinki 6303.44 16.62 0.26 16.7 13.6

17 France CAC-40 3806.01 -2.06 -0.05 18.3 15.6

21 Germany DAX 5686.83 22.87 0.40 18.2 20.7

... Hungary BUX 21120.50 -419.16 -1.95 72.5 78.0

16 Ireland ISEQ 2987.18 30.62 1.04 27.5 11.7

16 Italy FTSE MIB 23284.20 74.73 0.32 19.7 11.8

... Netherlands AEX 317.37 0.31 0.10 29.0 25.7

13 Norway All-Shares 395.68 1.25 0.32 46.4 46.7

17 Poland WIG 39782.47 -446.89 -1.11 46.1 46.7

16 Portugal PSI 20 8514.03 24.31 0.29 34.3 29.5

Price-to- PREVIOUS SESSION PERFORMANCE
earnings ratio* Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.

... Russia RTSI 1419.49 -5.85 -0.41% 124.6 120.4

11 Spain IBEX 35 11867.0 32.5 0.27% 29.0 34.4

15 Sweden OMX Stockholm 301.42 -0.68 -0.23 47.6 52.4

14 Switzerland SMI 6351.08 -4.68 -0.07 14.8 8.8

8 Turkey ISE National 100 48441.90 -304.13 -0.62 80.3 90.5

14 U.K. FTSE 100 5296.38 19.88 0.38 19.4 25.1

45 ASIA-PACIFIC DJ Asia-Pacific 120.82 0.52 0.43 29.1 39.3

... Australia SPX/ASX 200 4706.4 -41.5 -0.87 26.4 25.6

33 China CBN 600 28476.70 194.53 0.69 92.9 84.4

21 Hong Kong Hang Seng 22553.63 156.06 0.70 56.8 66.5

19 India Sensex 16848.83 152.80 0.92 74.6 79.5

... Japan Nikkei Stock Average 9770.31 -34.18 -0.35 10.3 15.5

... Singapore Straits Times 2727.23 0.99 0.04 54.8 55.0

11 South Korea Kospi 1571.99 -0.74 -0.05 39.8 44.4

1 AMERICAS DJ Americas 289.03 1.77 0.62 27.8 32.6

... Brazil Bovespa 65325.63 877.70 1.36 74.0 82.5

20 Mexico IPC 31002.09 242.24 0.79 38.5 58.5

*P/E ratios use trailing 12-months, as-reported earnings
Note: Americas index data are as of 5:00 p.m. ET. Sources: Thomson Reuters; WSJ Market Data Group

Dow Jones and Dow Jones Stoxx Indexes
Price-to-

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

2.20% 2 DJ Global Index -a 223.95 0.52% 37.0%

1.94 20 Global Dow 1234.30 0.57% 15.1% 1951.57 0.60 35.1

2.81 50 Stoxx 600 247.80 0.48 20.5 275.52 0.51 41.5

2.95 37 Stoxx Large 200 264.40 0.47 17.6 292.42 0.51 38.0

2.17 -78 Stoxx Mid 200 232.50 0.40 34.9 257.06 0.44 58.4

2.18 -57 Stoxx Small 200 147.90 0.73 41.2 163.49 0.77 65.8

2.91 40 Euro Stoxx 269.10 0.18 19.4 299.21 0.22 40.2

3.04 34 Euro Stoxx Large 200 285.50 0.20 17.5 315.50 0.23 37.9

2.27 80 Euro Stoxx Mid 200 253.60 0.06 26.1 280.14 0.09 48.0

2.34 -49 Euro Stoxx Small 200 162.90 0.24 36.7 179.85 0.27 60.6

4.95 13 Stoxx Select Dividend 30 1456.60 0.20 17.3 1855.77 0.24 37.8

4.20 16 Euro Stoxx Select Div 30 1708.30 -0.25 25.7 2184.84 -0.22 47.5

Price-to-
Dividend earnings PERFORMANCE (euros) PERFORMANCE (U.S.dollars)

yield* ratio* Dows Jones Index Last Daily 52-wk. Last Daily 52-wk.

4.11% 15 U.S. Select Dividend -d 627.18 0.84% 7.8%

3.94 18 Infrastructure 1382.30 0.60% 6.3% 1966.39 0.86 25.1

1.43 9 Luxury 845.40 0.96 43.2 1066.95 0.99 68.2

5.87 6 BRIC 50 423.80 0.93 66.8 602.84 1.20 96.4

2.79 15 Africa 50 718.80 0.24 11.5 679.21 0.27 31.0

3.58 13 GCC 1396.37 -0.05 -2.3

2.64 19 Sustainability 804.30 0.40 16.9 1013.22 0.66 37.5

2.18 3 Islamic Market -a 1924.03 0.62 37.5

2.51 15 Islamic Market 100 1625.60 0.49 6.6 2075.82 0.76 25.4

4.52 13 Islamic Turkey -c 2728.90 -0.48 52.2

1.79 30 DJ U.S. TSM 11200.47 0.63 28.4

DJ-UBS Commodity 121.80 0.12 -9.6 131.68 0.16 6.1

*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: DowJones 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 1.0743 1.7913 1.0592 0.1570 0.0372 0.1914 0.0120 0.2847 1.5993 0.2150 1.0239 ...

Canada 1.0493 1.7496 1.0346 0.1533 0.0363 0.1869 0.0117 0.2780 1.5621 0.2099 ... 0.9767

Denmark 4.9977 8.3334 4.9277 0.7302 0.1731 0.8903 0.0557 1.3242 7.4403 ... 4.7631 4.6521

Euro 0.6717 1.1200 0.6623 0.0981 0.0233 0.1197 0.0075 0.1780 ... 0.1344 0.6402 0.6253

Israel 3.7740 6.2930 3.7212 0.5514 0.1307 0.6723 0.0421 ... 5.6185 0.7551 3.5969 3.5130

Japan 89.6750 149.5286 88.4194 13.1029 3.1063 15.9757 ... 23.7613 133.5037 17.9433 85.4658 83.4740

Norway 5.6132 9.3597 5.5346 0.8202 0.1944 ... 0.0626 1.4873 8.3567 1.1232 5.3497 5.2250

Russia 28.8683 48.1364 28.4641 4.2181 ... 5.1429 0.3219 7.6493 42.9777 5.7763 27.5133 26.8721

Sweden 6.8439 11.4119 6.7481 ... 0.2371 1.2193 0.0763 1.8134 10.1889 1.3694 6.5227 6.3706

Switzerland 1.0142 1.6911 ... 0.1482 0.0351 0.1807 0.0113 0.2687 1.5099 0.2029 0.9666 0.9441

U.K. 0.5997 ... 0.5913 0.0876 0.0208 0.1068 0.0067 0.1589 0.8928 0.1200 0.5716 0.5582

U.S. ... 1.6675 0.9860 0.1461 0.0346 0.1782 0.0112 0.2650 1.4888 0.2001 0.9531 0.9309

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes

from MSCI Barra as of November 13, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

yield ratio Morgan Stanley Index Last Daily YTD 52-wk.

2.50% 23 ALL COUNTRY (AC) WORLD* 294.67 -0.90% 29.4% 24.8%

2.60 24 World (Developed Markets) 1,152.50 -0.83 25.2 20.4

2.30 26 World ex-EMU 134.09 -0.84 24.6 18.5

2.40 27 World ex-UK 1,145.54 -0.92 24.0 20.0

3.10 25 EAFE 1,581.11 -0.63 27.8 27.6

2.30 19 Emerging Markets (EM) 958.88 -1.36 69.1 68.1

3.50 17 EUROPE 85.76 0.14 23.5 10.0

3.80 18 EMU 182.87 -0.79 28.7 31.5

3.40 20 Europe ex-UK 94.27 -0.11 21.5 12.2

4.20 15 Europe Value 97.73 0.10 26.1 12.6

2.80 19 Europe Growth 73.10 0.18 20.9 7.3

2.50 25 Europe Small Cap 155.67 0.53 54.2 35.0

2.00 10 EM Europe 270.47 -0.23 70.3 28.5

3.80 12 UK 1,568.25 0.18 19.3 20.8

2.70 21 Nordic Countries 135.69 -0.02 38.4 23.4

1.50 9 Russia 722.88 -0.53 75.4 36.1

2.80 15 South Africa 685.28 0.01 18.4 25.8

2.70 24 AC ASIA PACIFIC EX-JAPAN 408.12 -0.66 65.0 67.5

1.30 -40 Japan 539.33 -0.33 1.8 0.1

2.10 20 China 65.58 -0.68 60.8 85.3

1.00 19 India 672.05 -1.08 82.0 75.6

0.90 24 Korea 446.72 -1.72 45.5 41.3

2.70 377 Taiwan 279.28 0.01 61.1 50.1

1.90 32 US BROAD MARKET 1,198.05 -1.15 22.0 13.7

1.50 -16 US Small Cap 1,563.54 -1.92 25.4 16.7

3.30 15 EM LATIN AMERICA 3,969.66 -2.71 91.1 82.7

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

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.
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Ahold is ready to burn its cash pile
Supermarket-holding company, sitting on $3.7 billion, says board members are focused on expansion

AMSTERDAM—International su-
permarket chain operator Ahold NV
says it is ready to use its €2.6 billion
($3.7 billion) cash pile to make tar-
geted acquisitions, a move analysts
say is meant to boost a lagging
share price and ward off would-be
buyers.

Ahold said Nov. 5 it was ap-
pointing operational managers for
the Europe and U.S., where it runs
Stop & Shop and Giant Landover,
freeing up the board members re-
sponsible for those areas to spend
more time on expansion projects.

An Ahold spokesperson said that
the company will look at growing in
its existing continents, and that a
combination of acquisitions and or-
ganic growth is possible in markets
where it is already active, or adja-
cent new markets. He declined to
comment on whether the company
is currently in takeover talks.

The move was seen by analysts
as a first step to end several years
in which Ahold has underperformed
its European and U.S. peers, such as
Carrefour SA, J. Sainsbury PLC, Su-
pervalu Inc. or Safeway Inc.

While Ahold has been battling to
regain investor confidence since an
accounting scandal six years ago, it
has built up a cash pile of about
€2.6 billion. Its net debt, meanwhile,
dropped to €1.16 billion at the end of
July from €1.37 billion in April.

Ahold’s Chief Executive John
Rishton, appointed in 2007, has re-
peatedly said he feels comfortable
with the company’s cash buffer in
the current economic climate, which
has made some analysts skeptical
whether Ahold is really ready for an
aggressive buying spree.

In Europe and the U.S., the eco-
nomic downturn has seen bitter
fighting between grocery stores as
they compete for market share.

For Ahold, the U.S, where it gen-
erates around 60% of its sales, could
offer tempting takeover opportuni-
ties. ING analyst John David Roeg
says the U.S would be the most ob-
vious hunting ground for Ahold be-
cause of its fragmented market con-
taining a large number of smaller
regional players.

With operating profits evaporat-

ing in the current environment,
there should be interest among fam-
ily- and private equity-owned medi-
um-sized chains in selling out to a
bigger entity such as Ahold, he said.

Ahold spokesman Jochem van de
Laarschot said the U.S. is a tough
environment where you can expect
the strong companies to become
stronger and the weak to become
weaker.

“As the US market continues to
be fragmented, further consolidation
is inevitable and Ahold is well posi-
tioned to go after opportunities that
will arise,” he said.

Ahold is currently active on the
U.S. East Coast through stores such
as Stop & Shop, Giant Carlisle and
Giant Landover. It generated almost
$22 billion of sales in the U.S. in
2008.

In Europe, a merger with Bel-
gian supermarket operator Delhaize
Group has been the subject of spec-
ulation for two years, ever since Del-
haize CEO Pierre Olivier Beckers
said in 2007 that Ahold and Del-
haize could be a good fit, were
Ahold to sell its U.S. food distribu-
tion services U.S. Foodservice, which
it in fact sold later that year.

Delhaize declined to comment.
In the U.S. the combined activi-

ties of Ahold and Delhaize would
create a food retailer with $40 bil-
lion in annual sales and a strong
market position covering the entire
East Coast. In Europe the combina-
tion would produce a strong market

position in the Benelux countries,
with activities also in Sweden and
Greece.

As Ahold said growth in adjacent
markets is also a possibility, this

could mean expanding its presence
in Central and Eastern Europe where
it’s already active in the Czech Re-
public. But it has yet to turn a profit
on its Czech operations.

The same factors that are push-
ing Ahold to make acquisitions also
make it an attractive target. Earlier
this month, ING Wholesale Banking
analysts said in a report that
U.K.-based Tesco PLC could be a
possible buyer.

Tesco declined to comment on
market rumors.

Ahold’s takeover drive “may be a
step by management to protect the
group from becoming a potential
target itself, due to its low valuation
and lack of defined growth strat-
egy,” said Standard & Poor’s analyst
James Monro.

Ahold, however, could also pre-
vent a hostile takeover by issuing
cumulative preferred shares, a type
of “poison pill” common among
Dutch companies. This gives the re-
ceiver, the Stichting Continuiteit
Ahold, up to 50% of the voting
rights.

Ahold will present its third quar-
ter earnings results on Nov. 18.

BY ANNA MARIJ VAN DER MEULEN

Source: Thomson Reuters Datastream
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Macau resort to woo foreigners

HONG KONG—Las Vegas Sands
Corp. said it hopes to generate 30%
of its Macau revenues from non-Chi-
nese customers after 2011, when it
opens a new casino-and-resort com-
plex in Macau’s Cotai area.

Currently, revenue from non-
China visitors makes up about 8% of
Las Vegas Sands’ business in Macau,
according to the company’s Macau
president, Steve Jacobs.

While visitors from neighboring
Hong Kong and mainland China
make up the bulk of visitors and
revenue in Macau and at Las Vegas
Sands’ properties there, Chairman
Sheldon Adelson said Sunday that
those visitors tend to be day-trip-
pers focused on gambling.

“When people fly in, they bring a
much bigger budget than does a
day-tripper,” Mr. Adelson said, high-

lighting efforts to drive business
from Japan, South Korea, Thailand,
Indonesia and India.

He said business from day-trip-
pers, many of whom cross the bor-
der to Macau from Hong Kong or
the neighboring southern Chinese
province of Guangdong for gambling
runs, “can be taken care of by the
casino-only guys,” most of whom
are clustered in Macau’s traditional
downtown peninsula.

Work on that project is sched-
uled to resume in January after a
year-long hiatus, with a mid-2011
launch date for the project, which
sits adjacent to the Venetian Macao
and includes Shangri-La,

Las Vegas Sands aims to raise as
much as US$3.83 billion in a Hong
Kong listing of its Macau assets. The
listing will be open to retail sub-
scribers Monday, with trading set to
begin on Nov. 30.

BY JONATHAN CHENG
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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.

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: 12/1 0.84 100.75% 0.01% 1.00 0.78 0.86

Eur. High Volatility: 12/1 1.38 98.22 0.01 1.76 1.34 1.47

Europe Crossover: 12/1 5.12 99.49 0.05 6.15 4.87 5.38

Asia ex-Japan IG: 12/1 1.06 99.70 0.01 1.26 0.96 1.10

Japan: 12/1 1.30 98.52 0.01 1.53 0.99 1.27

Note: Data as of November 12

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

In percentage points
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Source: Markit Group

Behind Asia's deals: Bank revenue rankings, Australia

Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are

investment banks ranked by year-to-date revenues from recent deals.

PERCENTAGE OF TOTAL REVENUE

Revenue, Market Equity Debt Mergers &
in millions share capital markets capital markets acquisitions Loans

UBS $264 15.1% 86% 9% 5% ...

Macquarie Group 197 11.2 55 1 43 1%

Deutsche Bank 191 10.9 81 12 7 ...

Goldman Sachs 137 7.8 62 19 19 ...

JPMorgan 136 7.8 65 22 12 1

RBS 107 6.1 81 13 4 2

Credit Suisse 105 6.0 84 9 6 ...

Citi 73 4.2 44 37 19 ...

Westpac 55 3.2 7 61 ... 32

Source: Dealogic

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 0.20% 0.32% 1.5% 7.0% 7.2%

Event Driven 0.05 0.65 4.3 13.3 2.7

Equity Long/Short -0.17 -1.54 0.3 2.8 -3.9

*Estimates as of 11/12/09, after fees; Source: www.djhedgefundindexes.com

Tracking
credit
markets �
dealmakers

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

WSJ.com

Dow Jones Industrial Average P/E: 18
LAST: 10270.47 s 73.00, or 0.72%

YEAR TO DATE: s 1,494.08, or 17.0%

OVER 52 WEEKS s 1,773.16, or 20.9%

Note: Price-to-earnings ratios are for trailing 12 months
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Dow Jones Stoxx 50: Friday'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

BG Grp U.K. Integrated Oil & Gas $66.0 11.06 2.08% 30.8% 57.3%

Anglo Amer U.K. General Mining 57.0 25.49 1.88 97.4 3.4

UniCredit Italy Banks 63.0 2.53 1.41 50.0 -55.1

HSBC Hldgs U.K. Banks 212.7 7.42 1.24 18.4 -14.1

Rio Tinto U.K. General Mining 80.0 31.33 1.06 48.0 42.1

UBS Switzerland Banks $60.0 17.10 -1.95% 17.9 -74.4

Total S.A. France Integrated Oil & Gas 147.4 42.17 -1.93 3.9 -22.6

ABB Switzerland Industrial Machinery 45.5 19.85 -1.34 55.1 6.8

Barclays U.K. Banks 58.8 3.20 -1.27 101.1 -53.5

AXA S.A. France Full Line Insurance 55.1 16.35 -1.24 20.4 -43.9

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

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

BHP Billiton 67.6 18.18 1.03% 100.9% 89.4%
U.K. (General Mining)
Vodafone Grp 133.1 1.37 0.96 11.5 -0.3
U.K. (Mobile Telecomms)
ArcelorMittal 58.0 24.95 0.83 48.8 -21.1
Luxembourg (Iron & Steel)
Allianz SE 56.6 84.10 0.77 50.4 -43.9
Germany (Full Line Insurance)
SAP 58.9 32.30 0.76 15.6 -19.8
Germany (Software)
ENI 103.8 17.40 0.75 -3.6 -29.5
Italy (Integrated Oil & Gas)
BASF 54.4 39.76 0.73 53.6 12.8
Germany (Commodity Chemicals)
BNP Paribas S.A. 101.5 57.60 0.72 26.6 -29.2
France (Banks)
Soc. Generale 55.0 49.94 0.69 39.2 -56.5
France (Banks)
Banco Bilbao Viz 71.8 12.88 0.66 56.2 -31.8
Spain (Banks)
Intesa Sanpaolo 54.0 3.06 0.66 26.9 -44.2
Italy (Banks)
Banco Santander 141.4 11.65 0.65 78.3 -10.2
Spain (Banks)
Daimler 54.2 34.30 0.65 47.7 -27.3
Germany (Automobiles)
Bayer 63.4 51.52 0.61 28.7 29.1
Germany (Specialty Chemicals)
France Telecom 68.7 17.42 0.49 -11.0 -14.1
France (Fixed Line Telecomms)
BP 200.3 5.81 0.47 19.1 -0.2
U.K. (Integrated Oil & Gas)
Astrazeneca 66.9 27.60 0.45 -4.4 -9.1
U.K. (Pharmaceuticals)
RWE 48.1 61.78 0.41 -7.5 -23.5
Germany (Multiutilities)
ING Groep 31.0 10.02 0.41 30.9 -70.5
Netherlands (Life Insurance)
Novartis 140.9 54.05 0.37 -8.2 -25.5
Switzerland (Pharmaceuticals)

Latest,
Market value, in local STOCK PERFORMANCE

Company/Country (Industry) in billions (U.S) currency Latest 52-week Three-year

Deutsche Bk 46.6 50.44 0.36% 105.9% -49.3%
Germany (Banks)
Royal Dutch Shell A 109.9 20.81 0.29 6.2 -23.8
U.K. (Integrated Oil & Gas)
Nokia 51.1 9.17 0.22 -7.8 -40.9
Finland (Telecomms Equipment)
Deutsche Telekom 62.9 9.68 0.21 -16.6 -29.7
Germany (Mobile Telecomms)
Diageo 46.8 10.18 0.20 10.9 2.5
U.K. (Distillers & Vintners)
Tesco 55.8 4.26 0.18 28.8 6.4
U.K. (Food Retailers & Wholesalers)
Telefonica S.A. 134.9 19.26 0.16 27.6 21.9
Spain (Fixed Line Telecomms)
Siemens 86.9 63.85 0.16 50.1 -15.7
Germany (Diversified Industrials)
GDF Suez 99.8 29.67 0.14 -12.8 -8.6
France (Multiutilities)
Sanofi-Aventis S.A. 100.2 51.17 0.02 5.8 -22.6
France (Pharmaceuticals)
L.M. Ericsson Tel B 31.5 72.20 ... 39.7 -48.0
Sweden (Telecomms Equipment)
Nestle S.A. 171.2 47.57 ... 4.4 7.5
Switzerland (Food Products)
Iberdrola S.A. 50.0 6.40 -0.16 10.5 -24.8
Spain (Conventional Electricity)
Assicurazioni Gen 41.7 17.99 -0.17 -4.1 -35.6
Italy (Full Line Insurance)
Credit Suisse Grp 66.2 56.75 -0.18 73.7 -29.3
Switzerland (Banks)
Unilever 53.8 21.08 -0.19 14.5 2.8
Netherlands (Food Products)
Roche Hldg Part. Cert. 111.7 161.30 -0.31 -8.5 -27.0
Switzerland (Pharmaceuticals)
E.ON 79.5 26.68 -0.41 -5.2 -16.9
Germany (Multiutilities)
British Amer Tob 67.2 19.91 -0.45 17.9 38.3
U.K. (Tobacco)
GlaxoSmithKline 119.2 12.51 -0.64 1.3 -9.0
U.K. (Pharmaceuticals)

Sources: Dow Jones Indexes; WSJ Market Data Group

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 18.60 $26.25 -0.04 -0.15%
Alcoa AA 17.00 13.18 -0.02 -0.15
AmExpress AXP 15.00 40.35 0.85 2.15
BankAm BAC 119.50 15.98 -0.08 -0.50
Boeing BA 3.40 50.68 0.40 0.80
Caterpillar CAT 6.20 58.78 0.21 0.36
Chevron CVX 7.30 77.94 0.52 0.67
CiscoSys CSCO 33.80 23.71 0.31 1.32
CocaCola KO 7.70 56.46 0.52 0.93
Disney DIS 27.60 30.44 1.39 4.78
DuPont DD 6.00 34.31 0.44 1.30
ExxonMobil XOM 13.20 72.47 0.57 0.79
GenElec GE 62.90 15.66 -0.09 -0.57
HewlettPk HPQ 13.20 49.91 0.21 0.42
HomeDpt HD 13.70 27.34 0.10 0.37
Intel INTC 41.20 19.82 0.14 0.71
IBM IBM 4.60 127.03 0.77 0.61
JPMorgChas JPM 33.90 42.90 -0.40 -0.92
JohnsJohns JNJ 9.50 61.43 0.28 0.46
KftFoods KFT 6.60 26.91 0.07 0.26
McDonalds MCD 9.30 63.58 1.41 2.27
Merck MRK 13.90 33.10 0.12 0.36
Microsoft MSFT 50.60 29.63 0.27 0.92
Pfizer PFE 34.40 17.59 -0.03 -0.17
ProctGamb PG 10.90 61.61 0.31 0.51
3M MMM 2.20 77.32 0.11 0.14
TravelersCos TRV 3.40 53.28 0.14 0.26
UnitedTech UTX 4.60 67.99 1.29 1.93
Verizon VZ 11.20 30.13 -0.03 -0.10

WalMart WMT 17.00 53.20 -0.04 -0.08

Source: WSJ Market Data Group

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...
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Klepierre 132 –28 –27 –37

CIR SpA CIE Industriali Riunite 376 –23 –22 5

Smurfit Kappa Fdg 425 –16 –24 –22

3i Gp 184 –11 –11 –26

Gecina 273 –11 –64 –141

Alliance Boots Hldgs 261 –10 –20 –26

ISS Glob 300 –9 –10 –44

Brit Telecom 122 –7 –12 –13

Voith 215 –5 –4 –6

Corus Group 661 –5 –18 7

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Rhodia 384 10 –29 –75

Alcatel Lucent 580 10 9 6

Porsche Automobil Hldg 120 12 7 15

Grohe Hldg 1189 12 –10 –56

M real 1176 13 –20 –114

ThyssenKrupp 299 14 5 19

Ineos Gp Hldgs 1890 17 –44 –250

ABN AMRO Bk 112 19 24 34

Norske Skogindustrier 984 24 10 29

TUI 977 31 –5 154

Source: Markit Group
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China gives lift to GM turnaround effort
Government incentives increase auto maker’s sales, boosting its global business

General Motors Co.’s turnaround
effort will come under new scrutiny
Monday as the company reports fi-
nancial results. But one part of the
strategy appears to be working:
China.

GM’s sales are expected to have
doubled in China in the third quar-
ter from a year earlier and are now
running neck and neck with the De-
troit auto maker’s sales in the U.S.
The company’s 478,000 vehicle sales
in China helped GM remain a rele-
vant player on the global auto stage,
and—more importantly—provided
much-needed profit for GM’s inter-
national operation, according to a
person familiar with the results.

Although not expected to be ex-
haustive, the auto maker’s third-
quarter results will provide the
most comprehensive look at the
company’s financial health since it
filed for bankruptcy-court protec-
tion in June. The company is to up-
date its cash position, indicate how
close it is to earning money in
North America, and update its prog-
ress on restructuring the Adam Opel
GmbH unit in Europe.

But for GM Chief Executive Fred-
erick “Fritz” Henderson, the most
positive story lies in China, where
government-sponsored sales incen-
tives and the popularity of the Wul-
ing microvan venture GM partially
owns lifted the company’s auto sales
34% in the first nine months of this
year compared with a year earlier.
GM’s share of the China market has
increased as well, climbing to 13.4%
in the third quarter from 12% a year
earlier and cushioning the com-
pany’s lead over its rivals.

GM’s China business, which
wasn’t included in bankruptcy pro-
ceedings in the U.S., is actually
composed of a web of joint ventures
with Chinese auto makers. Profit is
spread across those partnerships
and to other parts of GM’s organiza-
tion, such as GM-Daewoo in South
Korea. The auto maker doesn’t in-
clude Chinese vehicle sales in its
revenue line, and the business isn’t
a source of cash needed to rebuild

operations elsewhere in the world.
But Shanghai has become a spiri-

tual and physical second home for
GM. The company in July decided to
base its international unit there, and
an increasing number of GM’s global
purchasing and development duties
are being sent to Shanghai.

The China joint ventures are a
critical platform for GM’s growth in
several emerging markets. For in-
stance, the company will team with
SAIC Motor Corp. to expand in In-
dia. It also plans to ship Wuling ve-
hicles, including a coming sedan, to
a variety of developing nations.

The auto maker doesn’t break
out specific results for the China
unit and it plans to consolidate all
operations outside the U.S. into the
international operations.

To be sure, GM needs to turn
around its ailing North American
business if it hopes to be truly via-
ble. The U.S. serves as the hub of
GM production and is still seen as
offering the most profit potential of
any market in the world.

The third quarter will give a

fuzzy picture of GM’s progress at
home. While costs have plunged
thanks to layoffs, debt reduction
and plant closings, the company’s
North American operation is a shell
of its former self.

The auto maker lost considerable
U.S. market share during the third
quarter, falling to 19.5% from 24.5%
a year earlier. The company also
nearly halved production and in-
creased per-vehicle spending on
sales incentives, according to Auto-
data Corp. Even with the benefit of
the U.S. government’s “cash for
clunkers” sales-incentive program,
GM’s sales volume fell.

For Mr. Henderson, momentum
in China isn’t necessarily lining
GM’s pockets. The bulk of the sales
taking place in China are credited to
Wuling, of which GM owns about a
third. Wuling vans and small pickup
trucks are generally strong among
light commercial buyers and farm-
ers, and can be bought at a fraction
of what U.S. vehicles cost.

GM is on track to sell nearly two
million vehicles this year in China,

about as many as it is likely to sell
in the U.S. Two-thirds of those Chi-
nese sales are likely to be Wulings,
with the balance going mostly to the
Buick and Chevrolet brands. Buick is
GM’s mainline brand in China.

Profit aside, momentum in China
is critical to GM’s ability to keep
pace with other global industry
heavyweights, notably Volkswagen
AG and Toyota Motor Co. Both are
expected to surpass GM in global
sales this year, but those leads are
likely to be muted by GM’s strength
in China.

China is a rare pocket of growth
amid a collection of GM operations
that have been sinking for years. In
the three years spanning 2006 to
2008, GM lost market share in 12 of
the top 16 markets where it sells ve-
hicles. It is gaining share in China.

The country now accounts for at
least 25% of GM’s global sales, com-
pared with 10% a year ago. Whereas
three GM vehicles were sold in the
U.S. for every GM vehicle sold in
China a year ago, that ratio has
fallen to 1.25 vehicles.

BY JOHN D. STOLL

Buick cars lure shoppers to a GM dealership in Shenyang, in northeast China’s Liaoning province, earlier this month.
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Taiwan LCD maker to expand with $5.3 billion deal

TAIPEI—Computer-monitor
maker Innolux Display Corp. agreed
to acquire Chi Mei Optoelectronics
Corp. in a 172 billion New Taiwan
dollar ($5.3 billion) all-stock deal
that extends the reach of Taiwanese
technology manufacturing tycoon
Terry Gou.

The purchase of Chi Mei, an-
nounced Saturday, marks the second
acquisition in less than two months
for Innolux, which leads the world
in shipments of flat-panel computer
monitors. The deal, a 26% premium
to Chi Mei’s market value based on
Friday’s closing prices, reflects in-
tensifying competition among Asia’s
major producers of liquid-crystal-
display panels used in TV sets and
flat-screen monitors.

Innolux was founded six years
ago by Mr. Gou, who also is founder
and chairman of Taiwan-based Hon
Hai Precision Industry Co., the
world’s biggest contract manufac-
turer by revenue. Mr. Gou is the
largest single shareholder in In-
nolux, and he, Hon Hai and other re-

lated interests together own about
24% of the display maker. Hon Hai
has steadily expanded into a broad
range of electronics including per-
sonal computers and cellphones.

“We want to be Taiwan’s No. 1

[flat-panel] player…and to be among
the world’s top three panel makers,”
Mr. Gou told reporters Saturday.

The LCD-panel industry has been
beset by overcapacity as producers
have poured cash into ever-larger

factories that can bring costs down.
The upshot is that even amid soar-
ing demand for LCD television and
computer monitors, producers have
struggled to remain profitable.

The new entity, to be named Chi
Mei Innolux Corp., will overtake AU
Optronics Corp. as Taiwan’s biggest
maker of LCD panels by capacity
and rank it among the world’s three
biggest LCD producers, company of-
ficials said. Samsung Electronics
Co. and LG Display Co., both of
South Korea, now lead the industry.

“The combined entity will have
the scale to compete toe-to-toe with
the Koreans,” said Matt Cleary, an
analyst at Deutsche Securities.

Mr. Cleary said consolidation
should prove positive for the global
flat-panel industry as fewer produc-
ers competing for clients will help
support panel prices.

The Chi Mei tie-up follows In-
nolux’s Oct. 5 announcement that it
would buy TPO Displays Corp., a
producer of flat panels used in gad-
gets like cellphones, in a share swap
valued at $620 million. Chi Mei spe-
cializes in larger panels used for TV
sets and monitors.

BY CHARMIAN KOK
AND PERRIS LEE CHOON SIONG

The purchase of Chi Mei expands the reach of Innolux’s Terry Gou.
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GM weighs
financing plan
to bolster Opel

General Motors Co. is finalizing
an Opel GmbH financing plan that
significantly lessens its reliance on
German government funding, using
at least $1.48 billion in cash from
GM and potentially $3 billion from
European governments and labor
unions, according to people familiar
with the matter.

GM’s plan to use a big chunk of
its own cash, much of it provided by
U.S. taxpayers, to prop up the un-
profitable European unit is expected
to be a key topic Monday, when the
auto maker presents its first post-
bankruptcy financial results.

GM must negotiate specifics of
the plan with Opel’s top labor repre-
sentative, Klaus Franz, and present
it to officials in several European
nations where it has operations,
these people said.

A GM official said Opel has
enough liquidity to operate on its
own, but significant financing is
needed to restructure the unit and
properly capitalize it for the future.
Last month, GM said it had $13.4
billion in funds supplied by the U.S.
Treasury sitting in escrow. The re-
mainder of its cash on hand is likely
to be disclosed Monday.

On Friday, the company said it
paid back an additional €200 million
($296.8 million) to Germany and ex-
pects to pay the remaining €400
million owed on a €1.5 billion bridge
loan by the end of this month. Re-
paying the loan will allow GM to
dissolve an independent trust that
Germany put into place as the cus-
todian of a 65% stake in Opel.

It is unclear if GM will tap U.S.
Treasury funds to fix Opel. In an in-
terview last week, Chairman Edward
E. Whitacre Jr. said GM has re-
sources it could tap, including U.S.
Treasury financing.

The latest Opel plan was set in
motion after GM abandoned selling
control of Opel and sister brand
Vauxhall to Magna International Inc.
of Canada and OAO Sberbank of
Russia. Both Mr. Franz and officials
in Germany, home to about half of
Opel’s 50,000 employees, had fa-
vored Magna.

The fresh round of meetings with
labor and government officials is
likely to begin this week.

Earlier this year, as Opel’s parent
company edged toward bankruptcy
court and Opel’s own cash began to
run out, German Chancellor Angela
Merkel provided a $2.2 billion loan
and billions in additional financing
if GM found an outside investor to
take control of Opel.

Now, GM is distancing itself from
Ms. Merkel and rethinking its need
for German aid. Still, GM will dis-
cuss with German officials the po-
tential for winning some financial
backing, likely in the range of hun-
dreds of millions of euros, for its
new plan, a person familiar with the
plan said.

Officials in Spain, the U.K. and
Poland, all of which have Opel or
Vauxhall plants, previously had
committed nearly $1.48 billion to
GM’s Opel effort, and the company
said in a statement Friday that it
still seeks that support for the new
plan. Mr. Franz, the labor official,
also committed to about the same
level of cost concessions as he did
for the Magna plan.

—Christoph Rauwald
contributed to this article.

BY JOHN D. STOLL
AND SHARON TERLEP
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EFG-Hermes MEDA* GL EQ BMU 09/30 USD 24.16 15.3 -17.3 -10.4
EFG-Hermes Saudi Arabia Equity EA EQ SAU 10/27 SAR 6.27 32.3 11.2 NS
EFG-Hermes Telecom OT EQ BMU 09/30 USD 29.73 16.0 -0.1 -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 11/12 USD 348.31 41.9 51.1 6.0
Sel Emerg Mkt Equity GL EQ GGY 11/12 USD 208.69 59.3 69.8 -11.6
Sel Euro Equity EUR US EQ GGY 11/10 EUR 96.09 28.9 14.1 -19.7
Sel European Equity EU EQ GGY 11/12 USD 191.00 38.9 47.6 -18.5
Sel Glob Equity GL EQ GGY 11/12 USD 190.24 32.5 39.7 -16.6
Sel Glob Fxd Inc GL BD GGY 11/12 USD 142.52 10.5 14.4 -1.8
Sel Pacific Equity AS EQ GGY 11/12 USD 150.02 65.9 73.3 -8.0
Sel US Equity US EQ GGY 11/12 USD 122.48 21.6 30.7 -14.4
Sel US Sm Cap Eq US EQ GGY 11/12 USD 165.15 26.3 39.7 -15.9

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 11/12 EUR 27.91 6.4 -7.2 -41.4
MP-TURKEY.SI OT OT SVN 11/12 EUR 31.46 61.1 60.3 -20.5

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 11/12 EUR 3.70 76.2 23.3 -36.2
Parex Eastern Europ Bal OT OT LVA 11/12 EUR 13.30 55.0 39.1 -2.2
Parex Eastern Europ Bd EU BD LVA 11/12 USD 14.44 65.6 56.1 2.9
Parex Russian Eq EE EQ LVA 11/12 USD 19.95 130.4 102.7 -19.0

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Agriculture-Pca OT OT LUX 11/12 EUR 107.64 NS NS NS
PF (LUX)-Asian Eq-Ica AS EQ LUX 11/13 USD 170.44 53.7 67.3 -15.9
PF (LUX)-Asian Eq-Pca AS EQ LUX 11/13 USD 162.39 52.6 65.9 -16.6
PF (LUX)-Biotech-Pca OT EQ LUX 11/12 USD 275.44 -3.4 1.5 -10.5
PF (LUX)-CHF Liq-Pca CH MM LUX 11/12 CHF 124.22 0.2 0.3 1.1
PF (LUX)-CHF Liq-Pdi CH MM LUX 11/12 CHF 93.76 0.2 0.3 1.1
PF (LUX)-Digital Comm-Pca OT EQ LUX 11/12 USD 112.81 38.7 56.9 -7.9
PF (LUX)-East Eu-Pca EU EQ LUX 11/12 EUR 300.49 125.0 101.8 -21.9
PF (LUX)-Emg Mkts-Pca GL EQ LUX 11/13 USD 518.60 70.5 83.7 -15.1
PF (LUX)-Eu Indx-Pca EU EQ LUX 11/12 EUR 98.20 28.4 23.5 -15.5
PF (LUX)-EUR Bds-Pca EU BD LUX 11/12 EUR 385.19 3.1 4.0 2.4
PF (LUX)-EUR Bds-Pdi EU BD LUX 11/12 EUR 293.13 3.1 4.0 2.4
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 11/12 EUR 147.01 17.7 18.1 5.2
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 11/12 EUR 103.35 17.7 18.1 5.2
PF (LUX)-EUR HiYld-Pca EU BD LUX 11/12 EUR 142.88 58.4 44.4 -1.2
PF (LUX)-EUR HiYld-Pdi EU BD LUX 11/12 EUR 82.83 58.4 44.4 -1.2
PF (LUX)-EUR Liq-Pca EU MM LUX 11/12 EUR 135.94 1.0 1.4 2.6
PF (LUX)-EUR Liq-Pdi EU MM LUX 11/12 EUR 97.97 1.0 1.4 2.6
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 11/12 EUR 102.39 0.5 0.9 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 11/12 EUR 101.02 0.5 0.9 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 11/12 EUR 395.86 29.4 26.3 -20.2
PF (LUX)-EuSust Eq-Pca EU EQ LUX 11/12 EUR 128.98 27.5 21.8 -17.4
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 11/12 USD 242.61 28.1 39.9 10.3
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 11/12 USD 165.04 28.1 39.9 10.3
PF (LUX)-Gr China-Pca AS EQ LUX 11/13 USD 342.49 61.0 77.2 -10.6
PF (LUX)-Indian Eq-Pca EA EQ LUX 11/13 USD 353.56 84.5 85.8 -15.6
PF (LUX)-Jap Index-Pca JP EQ LUX 11/13 JPY 8411.23 3.3 5.8 -22.4
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 11/13 JPY 7380.07 1.1 2.8 -26.1
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 11/13 JPY 7163.98 0.5 2.2 -26.6
PF (LUX)-JpEq130/30-Pca JP EQ LUX 11/13 JPY 4198.18 6.9 9.8 -21.7
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 11/11 USD 47.98 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 11/13 USD 270.38 70.8 86.9 -8.7
PF (LUX)-Piclife-Pca CH BA LUX 11/12 CHF 780.00 13.1 12.7 -4.3
PF (LUX)-PremBrnds-Pca OT EQ LUX 11/12 EUR 61.33 38.9 36.9 -10.8
PF (LUX)-Rus Eq-Pca OT OT LUX 11/12 USD 62.59 174.0 172.6 NS
PF (LUX)-Security-Pca GL EQ LUX 11/12 USD 94.41 32.1 42.3 -8.3
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 11/12 EUR 443.23 35.8 29.2 -17.4
PF (LUX)-Timber-Pca OT OT LUX 11/12 USD 97.49 44.7 43.5 NS
PF (LUX)-US Eq-Ica US EQ LUX 11/12 USD 100.59 23.2 32.7 -10.1
PF (LUX)-USA Index-Pca US EQ LUX 11/12 USD 88.26 21.8 29.4 -11.8
PF (LUX)-USD Gov Bds-Pca US BD LUX 11/12 USD 514.42 -3.0 4.0 4.9

PF (LUX)-USD Gov Bds-Pdi US BD LUX 11/12 USD 377.47 -3.0 4.0 4.9
PF (LUX)-USD Liq-Pca US MM LUX 11/12 USD 131.03 0.7 0.8 1.8
PF (LUX)-USD Liq-Pdi US MM LUX 11/12 USD 85.55 0.6 0.8 1.8
PF (LUX)-USD Sov Liq-Pca OT OT LUX 11/12 USD 101.55 0.2 0.5 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 11/12 USD 100.84 0.2 0.5 NS
PF (LUX)-Water-Pca GL EQ LUX 11/12 EUR 115.11 11.7 4.9 -13.3
PF (LUX)-WldGovBds-Pca GL BD LUX 11/13 USD 169.29 2.7 13.9 6.9
PF (LUX)-WldGovBds-Pdi GL BD LUX 11/13 USD 140.12 2.7 13.9 6.9

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 11/12 USD 12.39 58.0 69.0 -7.0
Japan Fund USD JP EQ IRL 11/13 USD 15.73 7.1 23.0 -3.7
Polar Healthcare Class I USD OT OT IRL 11/12 USD 12.37 NS NS NS
Polar Healthcare Class R USD OT OT IRL 11/12 USD 12.35 NS NS NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 10/30 USD 117.63 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 10/30 USD 10.14 35.9 -24.7 -17.9
Europn Conviction USD B EU EQ CYM 10/30 USD 136.30 7.9 11.9 10.8
Europn Forager USD B OT OT CYM 10/30 USD 223.04 24.6 24.7 -0.1
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 10/30 USD 187.87 13.3 12.2 6.1

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 11/04 USD 116.28 101.6 156.9 -6.6

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 11/12 EUR 683.99 21.4 19.3 -16.8
Core Eurozone Eq B EU EQ IRL 11/12 EUR 808.82 23.0 24.3 NS
Euro Fixed Income A EU BD IRL 11/12 EUR 1233.03 8.9 8.4 -1.4
Euro Fixed Income B EU BD IRL 11/12 EUR 1315.29 9.5 9.0 -0.8
Euro Small Cap A EU EQ IRL 11/12 EUR 1179.77 39.2 27.3 -20.5
Euro Small Cap B EU EQ IRL 11/12 EUR 1262.73 39.9 28.1 -20.0
Eurozone Agg Eq A EU EQ IRL 11/12 EUR 642.54 29.3 26.6 -18.3
Eurozone Agg Eq B EU EQ IRL 11/12 EUR 922.66 30.0 27.3 -17.8
Glbl Bd (EuroHdg) A GL BD IRL 11/12 EUR 1363.72 13.9 13.5 2.6
Glbl Bd (EuroHdg) B GL BD IRL 11/12 EUR 1446.29 14.5 14.2 3.2
Glbl Bd A EU BD IRL 11/12 EUR 1077.33 9.9 2.4 2.7
Glbl Bd B EU BD IRL 11/12 EUR 1146.45 10.5 3.1 3.3
Glbl Real Estate A OT EQ IRL 11/12 USD 872.10 30.8 36.0 -19.2
Glbl Real Estate B OT EQ IRL 11/12 USD 898.38 31.5 36.8 -18.7
Glbl Real Estate EH-A OT EQ IRL 11/12 EUR 773.31 23.3 25.3 -20.6
Glbl Real Estate SH-B OT EQ IRL 11/12 GBP 72.82 22.8 24.3 -20.1
Glbl Strategic Yield A EU BD IRL 11/12 EUR 1563.37 38.3 32.7 1.9
Glbl Strategic Yield B EU BD IRL 11/12 EUR 1671.68 39.0 33.5 2.6
Japan Equity A JP EQ IRL 11/12 JPY 11164.94 8.0 6.3 -22.5
Japan Equity B JP EQ IRL 11/12 JPY 11890.52 8.6 6.9 -22.1
PacBasn (Ex-Jap) Eq A AS EQ IRL 11/12 USD 2232.68 73.6 78.4 -8.4
PacBasn (Ex-Jap) Eq B AS EQ IRL 11/12 USD 2380.82 74.5 79.5 -7.9
Pan European Eq A EU EQ IRL 11/12 EUR 940.08 30.8 26.7 -17.2
Pan European Eq B EU EQ IRL 11/12 EUR 1001.34 31.5 27.4 -16.7
US Equity A US EQ IRL 11/12 USD 852.86 27.5 35.0 -13.0
US Equity B US EQ IRL 11/12 USD 912.40 28.1 35.8 -12.5
US Small Cap A US EQ IRL 11/12 USD 1209.25 20.3 30.9 -15.8
US Small Cap B US EQ IRL 11/12 USD 1294.51 20.9 31.7 -15.3

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 11/13 EUR 14.07 -0.4 3.3 10.1
Asset Sele C H-CHF OT OT LUX 11/13 CHF 97.62 NS NS NS
Asset Sele C H-GBP OT OT LUX 11/13 GBP 98.77 NS NS NS
Asset Sele C H-JPY OT OT LUX 11/13 JPY 9802.08 NS NS NS
Asset Sele C H-NOK OT OT LUX 11/13 NOK 112.75 0.2 4.8 NS
Asset Sele C H-SEK OT OT LUX 11/13 SEK 141.19 -1.0 3.2 10.6
Asset Sele C H-USD OT OT LUX 11/13 USD 98.68 NS NS NS
Asset Sele D H-SEK OT OT LUX 11/13 SEK 132.50 -1.0 3.2 NS
Choice Global Value -C- GL EQ LUX 11/13 SEK 73.41 22.0 21.3 -20.3
Choice Global Value -D- OT OT LUX 11/13 SEK 70.33 22.0 21.3 -20.4
Choice Global Value -I- OT OT LUX 11/13 EUR 6.40 31.4 20.8 -23.5
Choice Japan Fd -C- OT OT LUX 11/13 JPY 44.95 0.0 2.8 -24.3
Choice Japan Fd -D- OT OT LUX 11/13 JPY 40.42 0.0 2.8 -24.3
Choice Jpn Chance/Risk JP EQ LUX 11/13 JPY 48.42 8.1 9.3 -26.1
Choice NthAmChance/Risk US EQ LUX 11/13 USD 3.79 35.3 39.5 -13.0
Ethical Europe Fd OT OT LUX 11/13 EUR 1.90 27.3 20.9 -21.5
Europe 1 Fd OT OT LUX 11/13 EUR 2.74 31.3 24.4 -21.3
Europe 3 Fd EU EQ LUX 11/13 EUR 3.94 29.1 22.5 -22.0
Global Chance/Risk Fd GL EQ LUX 11/13 EUR 0.57 20.9 11.2 -15.1
Global Fd -C- OT OT LUX 11/13 USD 2.09 25.7 32.1 -15.6

Global Fd -D- OT OT LUX 11/13 USD 1.31 25.7 NS NS
Nordic Fd OT OT LUX 11/13 EUR 5.45 35.2 37.5 -11.3

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 11/13 USD 7.27 60.5 78.5 -10.5
Choice Asia ex. Japan -D- OT OT LUX 11/13 USD 1.28 60.5 NS NS
Currency Alpha EUR -IC- OT OT LUX 11/13 EUR 10.37 -5.0 -5.0 1.0
Currency Alpha EUR -RC- OT OT LUX 11/13 EUR 10.27 -5.4 -5.4 0.5
Currency Alpha SEK -ID- OT OT LUX 11/13 SEK 96.36 -8.8 -8.9 NS
Currency Alpha SEK -RC- OT OT LUX 11/13 SEK 105.19 -5.4 -5.4 0.5
Generation Fd 80 OT OT LUX 11/13 SEK 7.58 18.8 20.6 -10.3
Nordic Focus EUR NO EQ LUX 11/13 EUR 76.62 53.6 41.0 NS
Nordic Focus NOK NO EQ LUX 11/13 NOK 79.87 53.6 41.0 NS
Nordic Focus SEK NO EQ LUX 11/13 SEK 83.36 53.6 41.0 NS
Russia Fd OT OT LUX 11/13 EUR 8.39 151.4 119.2 -15.2

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 11/13 USD 1.76 27.0 34.1 -13.3
Ethical Glbl Fd -C- OT OT LUX 11/13 USD 0.83 20.4 21.9 NS
Ethical Glbl Fd -D- OT OT LUX 11/13 USD 0.81 35.3 43.3 -13.0
Ethical Sweden Fd NO EQ LUX 11/13 SEK 41.42 50.2 53.8 -3.1
Index Linked Bd Fd SEK OT BD LUX 11/13 SEK 13.10 2.9 5.6 4.1
Medical Fd OT EQ LUX 11/13 USD 3.16 10.3 13.9 -8.3
Short Medium Bd Fd SEK NO MM LUX 11/13 SEK 8.80 1.1 1.7 2.3
Technology Fd -C- OT OT LUX 11/13 USD 0.20 NS NS NS
Technology Fd -D- OT OT LUX 11/13 USD 2.38 53.0 61.3 -6.6
World Fd -C- OT OT LUX 11/13 USD 28.92 NS NS NS
World Fd -D- OT OT LUX 11/13 USD 2.19 36.9 45.5 -8.8

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 11/13 EUR 1.27 0.0 0.4 1.1
Short Bond Fd EUR -D- OT OT LUX 11/13 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 11/13 SEK 21.95 1.8 2.5 2.5
Short Bond Fd USD US MM LUX 11/13 USD 2.49 -0.3 -0.1 1.0

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 10/22 SEK 10.34 2.8 3.9 0.8
Alpha Bond Fd SEK -B- NO BD LUX 10/22 SEK 8.95 2.8 3.9 0.8
Alpha Bond Fd SEK -C- NO BD LUX 10/23 SEK 25.85 2.5 3.4 0.6
Alpha Bond Fd SEK -D- NO BD LUX 10/23 SEK 8.05 2.5 3.4 0.6
Alpha Short Bd SEK -A- NO MM LUX 10/22 SEK 11.09 2.6 3.7 3.1
Alpha Short Bd SEK -B- NO MM LUX 10/22 SEK 10.14 2.6 3.7 3.1
Alpha Short Bd SEK -C- NO MM LUX 10/23 SEK 21.68 2.5 3.6 2.9
Alpha Short Bd SEK -D- NO MM LUX 10/23 SEK 8.21 2.5 3.6 2.9
Bond Fd SEK -C- NO BD LUX 11/13 SEK 42.63 2.6 6.4 6.4
Bond Fd SEK -D- NO BD LUX 11/13 SEK 12.38 2.7 6.5 5.8
Corp. Bond Fd EUR -C- EU BD LUX 11/13 EUR 1.26 15.4 16.0 2.8
Corp. Bond Fd EUR -D- EU BD LUX 11/13 EUR 0.96 15.5 16.1 2.6
Corp. Bond Fd SEK -C- NO BD LUX 11/13 SEK 12.52 16.5 18.4 1.5
Corp. Bond Fd SEK -D- NO BD LUX 11/13 SEK 9.47 16.5 18.4 1.6
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 11/13 EUR 103.79 -0.1 3.6 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 11/13 EUR 108.11 4.4 8.1 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 11/13 SEK 1104.42 4.4 8.1 NS
Flexible Bond Fd -C- NO BD LUX 11/13 SEK 21.35 2.3 4.2 4.2
Flexible Bond Fd -D- NO BD LUX 11/13 SEK 11.68 2.3 4.1 4.2

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 11/13 USD 2.61 69.9 86.7 -10.4
Eastern Europe Fd OT OT LUX 11/13 EUR 2.51 46.5 52.9 -17.8

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 11/13 SEK 28.94 72.4 76.9 -8.7
Eastern Europe SmCap Fd OT OT LUX 11/13 EUR 2.48 89.3 57.5 -18.7
Europe Chance/Risk Fd EU EQ LUX 11/13 EUR 1009.87 32.4 24.3 -23.5
Listed Private Equity -C- OT OT LUX 11/13 EUR 122.97 NS NS NS
Listed Private Equity -IC- OT OT LUX 11/13 EUR 72.57 75.7 27.9 NS
Listed Private Equity -ID- OT OT LUX 11/13 EUR 70.37 70.6 24.1 NS
Nordic Small Cap -C- OT OT LUX 11/13 EUR 131.19 NS NS NS
Nordic Small Cap -IC- OT OT LUX 11/13 EUR 131.53 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 11/13 SEK 78.86 -1.5 -1.8 -14.8
Asset Sele Defensive Acc EUR -C- OT OT LUX 11/13 EUR 100.49 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 11/13 SEK 100.50 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 11/13 USD 101.64 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 11/13 SEK 72.05 -1.6 -1.8 -16.0
Asset Sele Opp C H NOK OT OT LUX 11/13 NOK 104.90 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 11/13 SEK 103.70 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 11/13 EUR 104.64 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 11/13 GBP 104.64 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 11/13 SEK 104.49 NS NS NS
Asset Sele Original C EUR OT OT LUX 11/13 EUR 102.72 NS NS NS
Asset Sele Original D GBP OT OT LUX 11/13 GBP 103.15 NS NS NS
Asset Sele Original ID GBP OT OT LUX 11/13 GBP 102.79 NS NS NS

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 11/05 USD 1039.23 10.5 -3.8 -20.6
MENA Special Sits Fund OT OT BMU 10/29 USD 1139.93 17.4 NS NS
UAE Blue Chip Fund OT OT ARE 11/05 AED 6.16 34.2 -9.4 -24.2

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 11/11 EUR 29.67 4.6 6.1 1.1
Bonds Eur Corp A OT OT LUX 11/11 EUR 23.10 11.4 14.9 1.9
Bonds Eur Hi Yld A OT OT LUX 11/11 EUR 20.23 52.1 39.6 -3.3
Bonds EURO A OT OT LUX 11/12 EUR 41.21 4.4 7.7 5.2
Bonds Europe A OT OT LUX 11/12 EUR 39.26 3.6 6.4 4.1
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds US OppsCoreplus A OT OT LUX 11/12 USD 37.01 17.4 20.0 9.1
Bonds World A OT OT LUX 11/11 USD 43.58 9.4 19.4 7.7
Eq. China A OT OT LUX 11/12 USD 23.86 59.7 74.6 -15.9
Eq. ConcentratedEuropeA OT OT LUX 11/12 EUR 26.12 26.8 29.8 -19.5
Eq. Eastern Europe A OT OT LUX 11/12 EUR 22.38 69.3 57.5 -28.7
Eq. Equities Global Energy OT OT LUX 11/12 USD 18.01 26.4 35.7 -15.3
Eq. Euroland A OT OT LUX 11/12 EUR 10.43 13.8 16.2 -22.3
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 -45.7 -33.8
Eq. EurolandCyclclsA OT OT LUX 11/12 EUR 17.11 24.6 31.7 -17.8
Eq. EurolandFinancialA OT OT LUX 11/12 EUR 11.89 41.1 33.0 -19.2
Eq. Glbl Emg Cty A OT OT LUX 11/11 USD 9.68 61.8 68.3 -17.3
Eq. Global A OT OT LUX 11/12 USD 27.48 30.6 37.4 -15.4
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 11/12 USD 31.17 49.0 142.3 -2.6
Eq. Japan Sm Cap A OT OT LUX 11/12 JPY 1055.33 16.5 15.3 -22.6
Eq. Japan Target A OT OT LUX 11/13 JPY 1612.75 3.0 10.6 -11.0
Eq. Pacific A OT OT LUX 11/12 USD 10.23 60.2 63.8 -14.6
Eq. US ConcenCore A OT OT LUX 11/12 USD 21.93 35.0 40.5 -7.9
Eq. US Lg Cap Gr A OT OT LUX 11/12 USD 14.78 37.0 38.8 -12.1
Eq. US Mid Cap A OT OT LUX 11/12 USD 28.16 40.5 49.4 -15.2
Eq. US Multi Strg A OT OT LUX 11/12 USD 20.66 29.3 36.0 -14.8
Eq. US Rel Val A OT OT LUX 11/12 USD 20.12 29.5 37.7 -16.2
Eq. US Sm Cap Val A OT OT LUX 11/12 USD 14.89 15.1 21.2 -23.4
Eq. US Value Opp A OT OT LUX 11/11 USD 16.00 23.4 18.3 -22.1
Money Market EURO A OT OT LUX 11/11 EUR 27.38 0.9 1.5 2.9
Money Market USD A OT OT LUX 11/11 USD 15.83 0.5 0.8 2.0

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 11/13 JPY 8909.00 3.5 5.2 -28.9
YMR-N Small Cap Fund OT OT IRL 11/13 JPY 6825.00 6.3 12.9 -28.0

n Yuki 77 Series
Yuki 77 General JP EQ IRL 11/13 JPY 5848.00 -0.9 0.5 -29.6
Yuki 77 Growth JP EQ IRL 11/13 JPY 5570.00 -5.8 -6.0 -34.5

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 11/13 JPY 6452.00 3.4 4.6 -27.0
Yuki Chugoku JpnLowP JP EQ IRL 11/13 JPY 7498.00 -8.4 -4.4 -25.4

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 11/13 JPY 4395.00 -3.4 -3.0 -30.3
Yuki Hokuyo Jpn Inc JP EQ IRL 11/13 JPY 5008.00 -5.1 -3.6 -23.5
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 11/13 JPY 4988.00 6.0 12.5 -25.8

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 11/13 JPY 4139.00 -2.6 -4.1 -33.4
Yuki Mizuho Jpn Dyn Gro OT OT IRL 11/13 JPY 4512.00 0.4 -2.1 -33.0
Yuki Mizuho Jpn Exc 100 OT OT IRL 11/13 JPY 6492.00 6.4 6.1 -28.2
Yuki Mizuho Jpn Gen OT OT IRL 11/13 JPY 8174.00 1.9 3.5 -28.8
Yuki Mizuho Jpn Gro OT OT IRL 11/13 JPY 6123.00 -2.1 0.6 -31.3
Yuki Mizuho Jpn Inc OT OT IRL 11/13 JPY 7196.00 -9.5 -7.6 -26.5
Yuki Mizuho Jpn Lg Cap OT OT IRL 11/13 JPY 4932.00 -1.0 -0.4 -28.4
Yuki Mizuho Jpn LowP OT OT IRL 11/13 JPY 11296.00 -0.3 5.3 -21.8
Yuki Mizuho Jpn PGth OT OT IRL 11/13 JPY 7699.00 0.8 1.1 -32.5
Yuki Mizuho Jpn SmCp OT OT IRL 11/13 JPY 6934.00 13.1 17.8 -27.8
Yuki Mizuho Jpn Val Sel OT OT IRL 11/13 JPY 5476.00 5.4 10.2 -24.3
Yuki Mizuho Jpn YoungCo OT OT IRL 11/13 JPY 2766.00 15.9 10.8 -32.9

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 11/13 JPY 5143.00 0.9 2.3 -29.9

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

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

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.

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

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 09/30 USD 1588.41 64.0 59.5 NS

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS

D'Auriol Alt Non-Lev A EU OT CYM 09/30 EUR 100.89 2.5 -11.2 -10.7
D'Auriol Opp F3 EUR EU MM CYM 09/30 EUR 989.58 -0.7 -14.3 -14.3

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com

The Hermitage Fund GL EQ JEY 09/04 USD 730.68 62.0 -43.7 -29.8

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 10/30 EUR 164.88 -21.0 -12.6 0.2
Horseman EmMkt Opp USD GL EQ USA 10/30 USD 165.75 -22.2 -14.2 -1.2
Horseman EurSelLtd EUR EU EQ GBR 10/30 EUR 183.41 -9.4 -10.6 5.6
Horseman EurSelLtd USD EU EQ GBR 10/30 USD 189.83 -9.8 -10.4 5.0
Horseman Glbl Ltd EUR GL EQ CYM 10/30 USD 377.48 -22.8 -12.2 0.9
Horseman Glbl Ltd USD GL EQ CYM 10/30 USD 377.48 -22.8 -12.2 0.9

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 10/16 GBP 1.07 13.8 NS NS
Global Absolute EUR OT OT NA 10/16 EUR 1.55 12.0 NS NS
Global Absolute USD OT OT GGY 10/16 USD 1.98 12.4 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 10/16 EUR 88.51 16.0 NS NS
Special Opp Inst EUR OT OT CYM 10/16 EUR 83.62 16.5 NS NS
Special Opp Inst USD OT OT CYM 10/16 USD 95.06 17.8 NS NS
Special Opp USD OT OT CYM 10/16 USD 93.24 17.2 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 10/16 CHF 110.52 10.7 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 10/16 GBP 131.64 11.7 NS NS

GH Fund Inst USD OT OT JEY 10/16 USD 111.34 12.8 NS NS

GH FUND S EUR OT OT CYM 10/16 EUR 127.21 12.5 NS NS

GH FUND S GBP OT OT JEY 10/16 GBP 131.91 12.1 NS NS

GH Fund S USD OT OT CYM 10/16 USD 149.45 13.2 NS NS

GH Fund USD OT OT GGY 10/16 USD 273.08 12.0 NS NS

Hedge Investments OT OT JEY 10/16 USD 139.44 12.6 NS NS

Leverage GH USD OT OT GGY 10/16 USD 119.98 23.0 NS NS

MultiAdv Arb CHF Hdg OT OT JEY 10/16 CHF 93.19 10.9 NS NS

MultiAdv Arb EUR Hdg OT OT JEY 10/16 EUR 101.23 12.0 NS NS

MultiAdv Arb GBP Hdg OT OT JEY 10/16 GBP 109.21 12.7 NS NS

MultiAdv Arb S EUR OT OT CYM 10/16 EUR 107.98 12.8 NS NS

MultiAdv Arb S GBP OT OT CYM 10/16 GBP 113.09 13.4 NS NS

MultiAdv Arb S USD OT OT CYM 10/16 USD 123.60 14.1 NS NS

MultiAdv Arb USD OT OT GGY 10/16 USD 191.03 13.2 NS NS

n HSBC Uni-folio
Asian AdbantEdge EUR OT OT JEY 10/16 EUR 99.01 11.6 NS NS

Asian AdvantEdge OT OT JEY 10/16 USD 181.99 12.3 NS NS

Emerg AdvantEdge OT OT JEY 10/16 USD 168.70 20.2 NS NS

Emerg AdvantEdge EUR OT OT JEY 10/16 EUR 93.77 19.4 NS NS

Europ AdvantEdge EUR OT OT JEY 10/16 EUR 134.77 16.9 NS NS

Europ AdvantEdge USD OT OT JEY 10/16 USD 143.30 17.4 NS NS

Real AdvantEdge EUR OT OT NA 10/16 EUR 109.03 10.3 NS NS

Real AdvantEdge USD OT OT NA 10/16 USD 109.27 10.7 NS NS

Trading Adv JPY OT OT NA 10/16 JPY 9801.84 NS NS NS

Trading AdvantEdge OT OT GGY 10/16 USD 148.80 -1.9 NS NS

Trading AdvantEdge EUR OT OT GGY 10/16 EUR 135.18 -1.8 NS NS

Trading AdvantEdge GBP OT OT GGY 10/16 GBP 142.61 -2.0 NS NS

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com

Altipro OT OT FRA 10/30 EUR 195.45 NS NS NS

Integrated European Fd EUR OT OT CYM 08/31 EUR 153.38 2.9 -0.8 1.6

Integrated Multi St N EUR OT OT VGB 08/31 EUR 98.50 NS NS NS

Integrated Multi St N GBP OT OT VGB 08/31 GBP 98.42 NS NS NS

Integrated Multi St N USD OT OT VGB 08/31 USD 98.79 NS NS NS

Integrated Strategic Fund-MS Z EUR OT OT VGB 08/31 EUR 100.41 NS NS NS

n INVENTUM ASSET MANAGEMENT S.A.
info@inventumcapital.com

Tel. +7 495 792 5595 www.inventumcapital.com

Inv Absolute Return Fund OT OT BMU 09/30 USD 142.87 41.1 NS NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com

Antanta Combined Fund EE EQ AND 11/06 USD 347.22 80.7 67.6 -34.6

Antanta MidCap Fund EE EQ AND 11/06 USD 627.66 116.6 80.3 -39.9

Meriden Opps Fund GL OT AND 11/11 EUR 64.57 -25.1 -29.6 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 09/30 USD 1318.27 NS 1.3 -4.4

n SEB ALTERNATIVE INVESTMENT
SEB KEY Europe Equity Long Short

Key Europe Long/Short EUR -IC- OT OT LUX 10/30 EUR 91.00 7.2 5.5 NS

Key Europe Long/Short EUR -RC- OT OT LUX 10/30 EUR 90.27 6.7 5.0 NS

n SEB KEY Hedge
Key Hedge EUR -IC- OT OT LUX 10/30 EUR 101.22 11.6 11.0 NS

Key Hedge EUR-RC- OT OT LUX 10/30 EUR 100.52 11.2 10.5 NS

n SEB KEY Market Independent II
Key Market Independent II EUR -RC- OT OT LUX 10/23 EUR 96.22 13.5 NS NS
Key Market Independent II SEK -I- OT OT LUX 10/23 SEK 93.41 13.7 NS NS

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 10/30 EUR 88.36 11.0 4.0 NS
Key Recovery -RC- OT OT LUX 10/30 EUR 87.67 10.5 3.5 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 11/10 USD 44.95 -46.0 -39.3 -7.7
Superfund GCT USD* OT OT LUX 11/10 USD 2363.00 -35.3 -31.8 -4.6
Superfund Green Gold A (SPC) OT OT CYM 11/10 USD 1030.45 -11.4 6.0 7.2
Superfund Green Gold B (SPC) OT OT CYM 11/10 USD 1026.40 -23.8 -6.7 2.7
Superfund Q-AG* OT OT AUT 11/10 EUR 6792.00 -22.5 -19.1 0.0

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301

Winton Evolution EUR Cls H OT OT CYM 10/30 EUR 939.64 NS NS NS
Winton Evolution GBP Cls G OT OT CYM 10/30 GBP 943.02 NS NS NS
Winton Evolution USD Cls F OT OT CYM 10/30 USD 1189.62 -6.2 -1.5 3.1
Winton Futures EUR Cls C OT OT VGB 10/30 EUR 192.39 -6.5 0.0 7.8
Winton Futures GBP Cls D OT OT VGB 10/30 GBP 207.72 -6.4 0.6 8.9
Winton Futures JPY Cls E OT OT VGB 10/30 JPY 13589.60 -7.9 -1.6 4.9
Winton Futures USD Cls B OT OT VGB 10/30 USD 682.02 -7.0 -0.3 7.5

INDICES
NAV ——————%RETURN ——————

FUND NAME GF DATE CR NAV 1-WK 1-MO 1-Q 1-YR 2-YR

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de

ARIX Composite Gross USD OT 10/30 USD 1400.88 3.2 3.2 2.6 -18.0 -7.1
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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

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

Gl High Yield B US BD LUX 11/12 USD 4.25 53.8 50.9 1.4
Gl High Yield B2 US BD LUX 11/12 USD 14.46 54.7 51.1 1.5
Gl High Yield I US BD LUX 11/12 USD 4.25 56.4 54.1 3.3
Gl Value A GL EQ LUX 11/12 USD 11.02 29.8 40.6 -20.6
Gl Value B GL EQ LUX 11/12 USD 10.13 28.6 39.1 -21.5
Gl Value I GL EQ LUX 11/12 USD 11.70 30.6 41.6 -20.0
India Growth A OT OT LUX 11/12 USD 120.44 NS NS NS
India Growth AX OT OT LUX 11/12 USD 105.24 82.2 80.0 -9.0
India Growth B OT OT NA 11/12 USD 126.34 NS NS NS
India Growth BX OT OT LUX 11/12 USD 90.08 80.6 78.2 -9.9
India Growth I EA EQ LUX 11/12 USD 108.98 82.8 80.7 -8.7
Int'l Health Care A OT EQ LUX 11/12 USD 131.05 11.6 15.8 -10.1
Int'l Health Care B OT EQ LUX 11/12 USD 110.69 10.6 14.7 -11.0
Int'l Health Care I OT EQ LUX 11/12 USD 143.03 12.4 16.7 -9.4
Int'l Technology A OT EQ LUX 11/12 USD 103.52 41.5 49.7 -12.6
Int'l Technology B OT EQ LUX 11/12 USD 89.82 40.3 48.2 -13.4
Int'l Technology I OT EQ LUX 11/12 USD 115.95 42.5 50.9 -11.9
Japan Blend A JP EQ LUX 11/12 JPY 5645.00 5.2 10.5 -24.8
Japan Growth A JP EQ LUX 11/12 JPY 5541.00 -0.4 3.0 -25.4
Japan Growth I JP EQ LUX 11/12 JPY 5696.00 0.3 3.8 -24.8
Japan Strat Value A JP EQ LUX 11/12 JPY 5719.00 10.9 18.1 -24.5

Japan Strat Value I JP EQ LUX 11/12 JPY 5865.00 11.7 19.1 -23.9
Real Estate Sec. A OT EQ LUX 11/12 USD 13.85 29.8 44.1 -18.1
Real Estate Sec. B OT EQ LUX 11/12 USD 12.68 28.7 42.6 -18.9
Real Estate Sec. I OT EQ LUX 11/12 USD 14.87 30.7 45.2 -17.4
Short Mat Dollar A US BD LUX 11/12 USD 7.22 10.3 5.1 -7.1
Short Mat Dollar A2 US BD LUX 11/12 USD 9.68 10.5 5.1 -7.2
Short Mat Dollar B US BD LUX 11/12 USD 7.22 9.9 4.6 -7.6
Short Mat Dollar B2 US BD LUX 11/12 USD 9.64 10.0 4.7 -7.6
Short Mat Dollar I US BD LUX 11/12 USD 7.22 10.8 5.7 -6.6

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 11/12 GBP 8.01 20.3 26.4 -7.2
Andfs. Borsa Global GL EQ AND 11/12 EUR 6.31 8.9 11.1 -18.4
Andfs. Emergents GL EQ AND 11/12 USD 17.09 70.9 86.6 -10.9

Andfs. Espanya EU EQ AND 11/12 EUR 13.70 26.6 36.5 -13.4
Andfs. Estats Units US EQ AND 11/12 USD 14.67 20.3 24.2 -13.2
Andfs. Europa EU EQ AND 11/12 EUR 7.64 17.8 20.3 -16.5
Andfs. Franca EU EQ AND 11/12 EUR 9.38 13.4 14.0 -17.6
Andfs. Japo JP EQ AND 11/12 JPY 479.17 9.3 10.1 -20.8
Andfs. Plus Dollars US BA AND 11/12 USD 9.37 11.1 11.4 -6.5
Andfs. RF Dolars US BD AND 11/12 USD 11.39 11.5 12.2 0.0
Andfs. RF Euros EU BD AND 11/12 EUR 10.82 20.8 19.0 -1.6
Andorfons EU BD AND 11/12 EUR 14.51 21.7 18.0 -3.3
Andorfons Alternative Premium OT OT AND 09/30 EUR 97.67 5.7 -7.5 -7.8
Andorfons Mix 30 EU BA AND 11/12 EUR 9.49 17.2 14.2 -9.7
Andorfons Mix 60 EU BA AND 11/12 EUR 9.12 12.2 11.9 -16.2

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 11/06 USD 243269.17 80.3 87.4 -5.2

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 11/13 EUR 9.15 -5.4 -6.1 -3.3

DJE-Absolut P GL EQ LUX 11/13 EUR 198.60 13.3 14.2 -10.5
DJE-Alpha Glbl P EU BA LUX 11/13 EUR 174.32 13.3 16.7 -6.7
DJE-Div& Substanz P GL EQ LUX 11/13 EUR 208.09 19.0 20.5 -6.9
DJE-Gold&Resourc P OT EQ LUX 11/13 EUR 169.36 29.6 56.4 -4.9
DJE-Renten Glbl P EU BD LUX 11/13 EUR 129.57 8.3 9.5 2.6
LuxPro-Dragon I AS EQ LUX 11/13 EUR 160.50 72.9 72.7 -5.2
LuxPro-Dragon P AS EQ LUX 11/13 EUR 156.32 72.3 72.0 -6.5
LuxTopic-Aktien Europa EU EQ LUX 11/13 EUR 17.06 19.1 30.3 -4.9
LuxTopic-Pacific AS EQ LUX 11/13 EUR 15.60 72.4 63.9 -14.9

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 10/28 USD 44.42 28.5 NS NS

Please turn to page 35
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Rusal nears debt restructuring
Deal with foreign banks is a key condition for planned initial public offering

MOSCOW—UC Rusal is close to
a deal to restructure $7.4 billion in
debt to foreign banks, a key condi-
tion for an initial public offering of
the Russian metal giant planned for
December, people familiar with the
situation said.

The debt deal, which bankers
said is probably the largest and
most complex of the restructurings
undertaken by debt-swamped Rus-
sian companies, is likely to be an-
nounced as early as this week after
approvals by creditor banks are
completed, these people said.

“All the terms are agreed,” said
one person close to the talks.

The long-delayed deal seeks to
give Rusal breathing space to repay
$16 billion in debt built up when
metal prices were at record highs
before the 2008 financial crisis.

The IPO, which is still in the
planning phases and could be de-
layed if market conditions aren’t fa-
vorable, is aimed at raising cash to
help repay creditors. Hong Kong
regulators are expected to approve
the company’s listing at a regular
meeting Nov. 19; Rusal also has ap-
plied for a secondary listing in
Paris.

Asian investors are Rusal’s main
target, and the company and its
bankers have been talking to major
state-owned companies in China, as
well as government-owned funds
across the region, about taking ma-
jor stakes, according to people fa-
miliar with the situation.

Rusal plans to offer a 10% stake
in the IPO, raising as much as $2.5
billion.

A Rusal spokesman declined to
comment.

The debt deal, initially agreed to
in July, extends over seven years,
during the first four of which princi-
pal will be paid on a “pay if you

can” basis. Interest rates will vary
depending on how much debt the
company is able to pay down. The
plan targets a total of $5 billion in
repayments by the end of 2013 and
prohibits dividend payments until
debt levels are reduced, according
to previous Rusal statements.

Only one major creditor, tycoon
Mikhail Prokhorov, will convert a
substantial part of the $2.8 billion
Rusal owes him into equity, ending
up with a stake of as much as 19% in
the company as a result of the deal,
up from 14%. Western banks could
get warrants for a small stake, peo-
ple close to the deal said, while the
Russian state bank that made a $4.5
billion bailout loan a year ago has
agreed to extend that until late
2010. Mr. Prokhorov wasn’t avail-
able for comment.

In the IPO, founder and Chief Ex-
ecutive Oleg Deripaska will see his

56.8% stake reduced to just below
50%, but will remain Rusal’s largest
shareholder, according to people
close to the company. Other share-
holders are Soviet-born billionaires
Viktor Vekselberg and Len Blavatnik,
as well as trading company Glen-
core International. Messrs. Deri-
paska, Vekselberg and Blavatnik, as
well as Glencore, weren’t available
for comment.

Preparations for the IPO have led
Rusal, one of Russia’s most secretive
companies, to disclose the details of
its finances to investors for the first
time. In a presentation to analysts
last month, Mr. Deripaska and his
colleagues laid out details of the
company’s profitability, according to
people familiar with the meeting.

Materials from that session,
viewed by The Wall Street Journal,
show that Rusal said that before the
crisis hit it enjoyed fatter profit

margins than its main global com-
petitors. Rusal had $1.4 billion in
net profit on $8.4 billion in revenue
in the first half of 2008. In the first
half of 2009, when prices and de-
mand plunged, revenue dropped to
$3.8 billion, with a net loss of $784
million.

The company sharply cut costs
this year, reducing the cash cost of
producing a ton of aluminum by
about 25%, according to the presen-
tation.

Mr. Deripaska’s legal problems
have added a level of intrigue to the
offering. In London, a former Deri-
paska associate is suing for what he
says is a 13% stake in the company
Mr. Deripaska owes him, a claim
that Mr. Deripaska denies. U.S. offi-
cials, meanwhile, have refused to
grant him an entry visa because of
allegations of links to organized
crime. He rejects those.

BY GREGORY L. WHITE
AND ALEXANDER KOLYANDR

Oleg Deripaska, shown above at an investment forum in Moscow in September, may see his Rusal stake reduced.
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Zoellick: U.S. can’t do much to support the dollar
SINGAPORE—The U.S. has lim-

ited ability to stop the dollar’s re-
cent decline, World Bank President
Robert Zoellick said Friday, as he

and several Asian leaders expressed
concern that global stimulus mea-
sures could be pumping up asset
bubbles

“Given the role of the dollar,
frankly, there’s not a tremendous
amount one can do other than try to
run a good, sound policy and restore
the U.S. economy to growth,”
Mr. Zoellick told a panel discussion
on the sidelines of the Asia-Pacific
Economic Cooperation forum annual
summit.

But the head of the International
Monetary Fund, Dominique Strauss-
Kahn, said he thought the dollar was
“incredibly resilient” during the fi-

nancial crisis and that its recent fall
has been within a normal range.

The sagging dollar, which is trad-
ing near 15-month lows, and the de-
clining Chinese yuan, which is infor-
mally linked to the U.S. currency,
has been a constant theme of the
past week’s APEC meetings, which
culminated this weekend with a
summit of the 21 nations’ leaders.
Asian central banks have repeatedly
sold their currencies for dollars in
recent months to bolster their ex-

port-reliant economies.
Another hot topic—the lack of

progress on U.S. free-trade
deals—also preoccupied delegates.
Asian leaders and some U.S. busi-
ness representatives have com-
plained that the U.S. isn’t doing
enough to promote free trade, in-
cluding moving forward with trade
pacts with South Korea and other
countries that they say are impor-
tant for ensuring the world’s eco-
nomic recovery continues.

By William Mallard,
Costas Paris

And Patrick Barta

BofA hits snag
in CEO hunt:
Feinberg factor

Bank of America Corp. directors
are hitting a new hurdle as they
hunt for the giant bank’s next CEO:
Obama administration pay czar Ken-
neth Feinberg.

William Demchak, senior vice
chairman at PNC Financial Services
Group Inc., spurned a feeler earlier
this month from a recruiter for the
Charlotte, N.C., bank, according to a
person familiar with the situation.
Mr. Feinberg’s required approval of
the compensation package for
whomever succeeds Kenneth D.
Lewis was a major factor in the de-
cision, this person said. Mr. Dem-
chak also didn’t see the bank’s situ-
ation as fixable given the
government’s heavy influence over
the company.

The bank would “get blasted” for
buying out Mr. Demchak’s shares in
PNC, this person said. The 46-year-
old executive helped turn around
the Pittsburgh
bank.

Such pur-
chases are com-
mon in hirings of
top company ex-
ecutives. Accord-
ing to a securi-
ties filing, Mr.
Demchak earlier
this year held
PNC shares
worth $34.3 mil-
lion based on the
bank’s stock price Friday.

Mr. Feinberg’s role as overseer of
seven companies that received huge
government aid gives him enormous
influence in the succession process
at Bank of America. Once directors
make a decision and negotiate con-
tract terms with their chosen CEO,
the compensation package must be
submitted to Mr. Feinberg for ap-
proval.

Mr. Feinberg declined to com-
ment.

With Mr. Lewis planning to retire
at year end, Bank of America direc-
tors have approached numerous
outside candidates in recent weeks.
Mr. Demchak came to PNC in 2002
from J.P. Morgan Chase & Co., where
he was a key figure in the bundling
and sale of credit-default swaps. A
Bank of America spokesman de-
clined to comment.

Directors hoped to make a deci-
sion by the end of October, but the
target date has been pushed back to
around Thanksgiving.

The search committee already
has interviewed the two internal
candidates for the CEO job.

BY DAN FITZPATRICK

Kenneth Lewis
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Dexia to shore up public-finance unit
Belgian-French bank plans to issue covered bonds to satisfy European regulators

BRUSSELS—Belgian-French bank
Dexia SA is moving to restructure
its public-finance division, part of
an effort to convince European
Union regulators that the business
is sustainable over the long term,
Chief Executive Pierre Mariani said
in an interview.

The business, which makes long-
term loans mainly to local govern-
ments, historically relied on a mix of
short-term and longer-term lending,
leaving it vulnerable when short-
term funding markets froze after
Lehman Brothers collapsed last
year. Now it will raise funding
mostly by issuing covered bonds, a
type of longer-term debt that is
backed by individual assets, Mr.
Mariani said.

Dexia frequently issued covered
bonds before the financial cri-
sis—when even covered-bond buy-
ers disappeared—and will rely on
them more in the future, he said.

“Clearly covered bonds are the
most adequate way of funding the
bulk of this business for reasons of
liquidity, duration and cost of fund-
ing,” he said.

Dexia is also moving to reduce
the division’s swollen balance sheet,
particularly outside its core markets
of France, Belgium, Italy and Spain.
Mr. Mariani said Dexia has already
sold some assets from Dexia Credit
Local, the main public finance divi-
sion, and could sell more in the fu-
ture.

“Some parts of the business
could be sold if we have an interest
for liquidity, balance sheet manage-
ment or for profitability,” he said.

The funding question has been
the main point of Dexia’s negotia-
tions with the European Commis-
sion, which must approve the bank’s
restructuring plan since it received
major government support to sur-
vive the financial crisis. The com-
mission has concerns about the se-

curity of Dexia’s funding and is
seeking a reduction of 40% or more
in Dexia’s balance sheet, people fa-
miliar with the negotiations say.
That could require Dexia to sell a
large piece or even all of Dexia
Credit Local, these people said.

But Dexia on Thursday strongly
denied that selling all of Dexia
Credit Local is a possible outcome
of its talks with the commission.

“[Board Chairman] Jean Luc De-
haene and Pierre Mariani have
worked constantly and determinedly
to set the company back on its feet
and to preserve it in one piece,” a
company statement said.

Dexia argues that the sale earlier
this year of FSA, its bond-insurance
arm, should be viewed as equivalent
to a major balance-sheet reduction
because of the enormous credit risk

that FSA represented. If the com-
mission agrees with that argument,
Dexia could avoid more onerous re-
quirements to sell off other assets
to meet the commission's balance-
sheet reduction goals.

Dexia’s third-quarter results re-
leased Friday showed that public fi-
nance may become less important to
the company’s core business. The
bank had a better-than-expected
profit of €274 million ($408 million)
in the third quarter on sharply
higher revenue, mainly from im-
proving capital markets and lower
charges related to its bond portfolio.

The leading earner for Dexia was
its retail-and-commercial-banking
division, which posted earnings of
€125 million.

Revenue for the quarter more
than tripled, to €1.37 billion from

€315 million a year earlier, helping
to reverse a €1.54 billion net loss in
the third quarter of 2008. The big-
gest chunk of last year’s losses was
related to problems in its bond port-
folio.

Strong deposit growth in Bel-
gium and Turkey boosted profit, the
bank said.

Mr. Mariani said that Deniz, its
Turkish retail division, is important
to Dexia’s future growth and isn’t
being considered for sale as part of
its talks with the commission. Dexia
also wants to keep its insurance
business as part of talks with the
commission.

“It’s not under discussion,” Mr.
Mariani said. “Insurance is not a
source of liquidity drain for the
group and would not be relevant to
deal with these issues.”

BY MATTHEW DALTON
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Dexia CEO Pierre Mariani

Three firms bidding for BHP’s Ravensthorpe mine

SYDNEY—Three potential bid-
ders remain in the running for BHP
Billiton Ltd.’s idled Ravensthorpe
nickel operation in Western Austra-
lia state, with final bids due Nov. 25,
people familiar with the situation
said Friday.

Australia’s Minara Resources
Ltd. as well as Poseidon Nickel Ltd.
and China Metallurgical Group
Corp., or MCC, are all still taking
part in the sales process for the
nickel laterite operation, two people

familiar with the bidding process
said.

Confirmation that there are
three potential bidders and that a
date is set for final offers will raise
market hopes that BHP may yet be
able to extract some value from the
US$2.1 billion operation, which it
wrote off in January just eight
months after it was commissioned.

Some analysts had predicted BHP
could be forced to sell the mine for
a nominal amount, given the risks
and costs associated with restarting
it; others think BHP will still aim for
several hundred million dollars.

BHP declined to comment on po-
tential bidders but said the opera-
tion continues to attract “consider-
able interest.”

A spokeswoman for the miner
said it is evaluating divestment, re-
start or closure options, adding that
“a formal evaluation of the divest-
ment as an option is progressing
well and as planned.”

One person familiar with the sit-
uation said MCC, Poseidon and Mi-
nara remain in the bidding, adding
that there is also interest from other
companies without elaborating.

Minara has confirmed its partici-

pation in the sale. A spokesman for
Poseidon, chaired by Fortescue Met-
als Group Ltd. Chief Executive An-
drew Forrest, declined to comment.

MCC also declined to comment.
Nickel laterites are deeply

weathered ore bodies close to the
surface. They contain lower concen-
trations of nickel than sulfide ore
bodies, which tend to be much
deeper below the surface. BHP
opened Ravensthorpe at a time of
plummeting nickel prices and strug-
gled to turn a profit.

—Stephen Bell in Perth
contributed to this article.

BY ELISABETH BEHRMANN
AND ALEX WILSON

Vivendi tops Telefónica with bid for Brazil’s GVT

Vivendi SA on Friday trumped an
offer by Telefónica SA of Spain for
a majority stake in Brazilian tele-
communications operator GVT, a
surprise move that is likely to put an
end to a two-month bidding war and
underscores Vivendi’s desire to ex-
pand in fast-growing economies.

Vivendi said that it had bought
37.9% of GVT and had irrevocable
options to buy an additional 19.6% of

the company. This gives the French
company effective control of 57.5%
of GVT’s voting share capital out-
standing, the company said. Vivendi
added that, in accordance with Bra-
zilian law, it would now launch a
tender offer for 100% of the Brazil-
ian company.

Vivendi’s bid of 56 Brazilian re-
als, or about $32.28, per share im-
proves an offer laid down by
Telefónica earlier this month of
50.50 reals and values GVT at about
€2.8 billion, or $4.2 billion.

Telefónica wasn’t available for com-
ment. GVT declined to comment.

Vivendi, whose businesses range
from telecom companies to video-
games, recently has focused its
strategy on buying companies in de-
veloping markets, as revenue from
its telecom operations in Europe
stagnates amid increased competi-
tion and greater regulatory pressure.

Vivendi had made a friendly all-
cash offer for GVT in September, but
the offer was trumped twice by
Telefónica.

BY MAX COLCHESTER
AND RUTH BENDER

Japan Airlines
reports a loss
for quarter

TOKYO—Racked by the cost of
operating unprofitable routes in a
travel slump, Japan Airlines Corp.
reported its fourth straight quar-
terly loss and said it is seeking me-
diation with creditors on delaying
loan repayments.

JAL also said Friday it will seek
125 billion yen ($1.4 billion) in
bridge funding from the state-
backed Development Bank of Ja-
pan, as well as other institutions,
and plans to conclude talks on a po-
tential alliance with another carrier
by year-end.

The Japanese carrier scrapped
its target of a full-year loss of 63
billion yen because of the uncer-
tainty over its future while a gov-
ernment-appointed turnaround
agency is working on a recovery
plan. For July-September, the sec-
ond quarter of its fiscal year, JAL
swung to a loss of 32.18 billion yen
from a year-earlier profit 40.09 bil-
lion yen, based on Japanese ac-
counting standards. Revenue tum-
bled 26% to 429.06 billion yen.

The company is burning through
its cash resources rapidly. The car-
rier said Friday that cash and cash
equivalents on hand at the end of
September amounted to 94.7 billion
yen, about half of the year-earlier
level.

And with “substantial doubt”
hanging over its ability to finance
daily operations, JAL said it is seek-
ing out-of-court mediation on loans.

JAL has been talking to both
AMR Corp.’s American Airlines and
Delta Air Lines Inc. about a possi-
ble alliance. Chief Executive Haruka
Nishimatsu said, “It would be natu-
ral to form a tie-up with American
Airlines, taking into consideration
[the relationship] we have had in
the past.”

The two airlines are members of
the Oneworld airline-marketing net-
work. But he added that his com-
pany will continue considering an
alliance with Delta.

Either of the two U.S. airlines
could take a stake in the Japanese
company to gain access to lucrative
Asian routes.

JAL’s latest results and the need
to look for a partner show that the
airline is feeling the heat of a crisis
in global aviation that has prompted
a wave of consolidation.

In the latest example, British
Airways PLC and Iberia Lineas Aer-
eas de Espana SA agreed Thursday
to merge to create one of the
world’s largest airlines, with annual
revenue of roughly $20 billion.

JAL, which said this month it
will discontinue 16 routes to cut
costs, is restructuring with help
from a quasigovernmental invest-
ment fund—the Enterprise Turn-
around Initiative Corp. ETIC, which
has access to 1.6 trillion yen in
state-guaranteed funds and the abil-
ity to purchase the debts of belea-
guered companies, will be assessing
JAL’s assets over the next two
months to gauge the level of sup-
port it can provide.

Mr. Nishimatsu, who has faced
pressure to resign, indicated Friday
that he had no plan to immediately
step down.

“Our task is to set a course for a
restructuring plan. Once the course
is set, I’d like to talk about our fu-
ture management.”

—Hiroyuki Kachi
contributed to this article.

BY YOSHIO TAKAHASHI
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Am Blend Portfolio A US EQ LUX 11/12 USD 10.20 24.2 31.6 -15.0

Am Blend Portfolio I US EQ LUX 11/12 USD 12.00 25.0 32.6 -14.3
Am Growth A US EQ LUX 11/12 USD 30.37 32.6 48.8 -5.4
Am Growth B US EQ LUX 11/12 USD 25.57 31.5 47.3 -6.4
Am Growth I US EQ LUX 11/12 USD 33.62 33.5 50.0 -4.7
Am Income A US BD LUX 11/12 USD 8.41 23.5 29.1 5.1
Am Income A2 US BD LUX 11/12 USD 18.85 23.9 29.2 5.1
Am Income B US BD LUX 11/12 USD 8.41 22.7 28.1 4.3
Am Income B2 US BD LUX 11/12 USD 16.27 23.2 28.3 4.4
Am Income I US BD LUX 11/12 USD 8.41 24.2 29.9 5.8
Am Value A US EQ LUX 11/12 USD 8.37 16.1 32.6 -14.2
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China ‘B shares’ surge;
oil, mining stocks fall

HONG KONG—China’s thinly
traded foreign-currency shares
surged Friday on speculation that
the yuan could be allowed to rise
against the U.S. dollar.

But other Asian share markets
ended mixed as resource-linked

stocks broadly
retraced some
recent gains
after an over-
night fall in oil

and gold prices and a pullback on
Wall Street.

The 9.4% surge in Shanghai’s B-
share index, to 251.19, also was
aided by continued expectations of
a merger between the A-share mar-
ket, where shares are denominated
in yuan, and its cheaper B-share
counterpart. The Hong Kong dollar-
denominated B-share index in Shen-
zhen surged as well, rising 7.9% to
622.81.

The Shanghai Composite Index,
which includes both A shares and B
shares, rose 0.5% to 3187.65, its
highest close since Aug. 11. It was
the index’s ninth gain in the last 11
sessions.

”As large-caps remain weak
these days, some short-term inves-

tors began to pour their money into
sectors such as renewable energy
and retail, as the Chinese govern-
ment is paying more attention to
these areas now,” said Wang Junq-
ing, an analyst at Guosen Securities.

Friday, solar energy company
Shenzhen Topraysolar rose 1.7%,
and Baoding Tianwei Baobian Elec-
tric firmed 1.9%.

In Hong Kong, the Hang Seng In-
dex added 0.7% to 22553.63, its fifth
gain in six sessions. The week’s gain
of 3.3% was its best weekly showing
in a month. Friday, the market was
led higher by heavyweight HSBC
Holdings, which climbed 1.8%, re-
suming the uptrend following its
third-quarter update earlier in the
week. Bank of East Asia shares fell
3.7% after Citigroup rated it a sell in
the wake of a sharp rally in the pre-
vious two sessions.

Japan’s Nikkei Stock Average of
225 companies lost 0.4% to 9770.31
in thin trading. Among commodities
plays, trading house Marubeni
dropped 2.1%.

In Mumbai, the Sensex gained
0.9% to 16848.83, taking the week’s
gain’s to 4.3%. That was the biggest
weekly percentage gain since late
August. Tata Consultancy Services
climbed 2.5%.

BY COLIN NG

ASIAN-PACIFIC
MARKETS

Hedge funds struggle
While some rally, two-thirds haven’t recovered from 2008

The hedge-fund industry may be
on track to deliver its best annual
returns in years, but many man-
agers still aren’t in a position to col-
lect performance fees.

Most hedge-fund fortunes were
earned through the collection of
performance fees, typically 20% of
any profit. The fee structure gives
managers an incentive to outper-
form and provides some protection
for their investors. But in the third
quarter, roughly two-thirds of funds
globally still hadn’t recovered from
the steep declines of 2008, esti-
mates Chicago data tracker Hedge
Fund Research Inc., or HFR. About a
quarter of funds were more than
20% below their previous high
point, or high-water mark, and thus
couldn’t charge performance fees
for this year’s gains.

Clawing back to the point at
which a fund can charge such fees
again requires having a percentage
increase that is larger than past per-
centage losses. A client with $1 mil-
lion at a fund that falls 50% would
be left with a balance of $500,000,
so the fund would have to rise 100%
before the manager could start
charging incentive fees again. Hedge
funds as a group were up about 17%
on average this year through the
end of October, following losses of
roughly 19%, according to HFR.

The industry “is recovering, but
not yet recovered,” said Kenneth
Heinz, HFR’s president.

London hedge fund GLG Part-
ners LLP, whose shares are traded
in U.S., says its funds posted returns
of about 25% on average in the first
nine months of this year but about
$7.6 billion of assets remain below
their high-water marks. That is
more than half of the $14.1 billion of
assets at the firm that are eligible
for performance fees. Of that, about
$3.9 billion is more than 30% below.
That has helped trigger a 72% drop
in performance fees for the three
months ended September, to $1.9
million from $6.8 million a year ear-
lier, according to GLG.

Co-Chief Executive Noam Gottes-
man, on a Nov. 5 call with analysts,
said “the outlook for performance
fees at GLG has brightened signifi-
cantly with our strong investment
performance over the course of
2009.” In total, GLG manages $21.6
billion of assets, including in mutual
funds as well as hedge funds.

Regardless of performance,
hedge funds also earn fees based on
the amount of money they manage,
typically 2% of funds under manage-
ment. But those fees have been hurt
by the marked decline in assets. The
industry’s assets stand at about $1.5
trillion, down from the peak of more
than $1.9 trillion reached in early
2008.

The flagship fund at CQS LLP,
another London fund, remains be-
low its high-water mark despite be-
ing up about 26% this year through
the end of October, according to a
person familiar with the returns.

The convertible-bond-focused fund
posted losses of about 32% last year.

CQS’s other funds, which each
are up about 20% or more this year,
have either regained their hi-
gh-water marks or were never be-
low, this person said. The best per-
former, the CQS Directional
Opportunities Fund, was up an es-
timated 48% in the first 10 months
of this year. CQS manages about
$6.4 billion of assets in total.

For many managers, 2009 will be
the second year in a row that they
won’t be pocketing performance
fees. A lack of incentives can cause
traders and other staff to jump ship,
though there aren’t as many places
to jump to these days, as few hedge
funds or bank proprietary trading
desks are hiring. It also can create
incentives for managers to shutter
their funds and start new ones
where they have the opportunity to
earn performance fees right away–if
they can attract investors.

The Children’s Investment
Fund Management LLP known as
TCI, has had several senior execu-
tives leave, including co-founder
Patrick Degorce, who departed at
the end of last year and is setting
up his own fund. The London fund,
which ended last year down more
than 40% after years of stellar re-
turns, is up slightly this year, ac-
cording to people familiar with the
results. Some people were asked to
leave TCI on performance grounds
and several new hires have been
made, one of these people said.

BY CASSELL BRYAN-LOW

Japan banks post better results
TOKYO—Major Japanese banks

saw a recovery in the first half of
their fiscal year thanks to solid
gains in trading, but they remain au-
tious about the global economy and
business strategy.

Japan’s third-largest bank by as-
sets, Sumitomo Mitsui Financial
Group Inc., reported a 48% rise in
net profit to 123.54 billion yen
($1.37 billion) for the April-Septem-
ber period. The bank benefited from
solid gains in bond trading and
lower credit costs. But group oper-
ating revenue declined 14% to 1.567
trillion yen from 1.817 trillion yen.

Mizuho Financial Group Inc.,
Japan’s second-largest bank, posted
a 7.1% drop on year in net profit as
valuation losses for the April-June
quarter from trading credit default

swaps and other derivatives
weighed on the six-month result.

The results underscore the prog-
ress Japanese banks have made
since the worst of the global finan-
cial crisis. But bank executives say
they still face problems such as bad
loans, shrinking lending demand and
a global trend toward tighter capital
regulation for financial institutions.

“The worst [about the economy]
may be over but the uncertainty re-
mains,” said SMFG President
Teisuke Kitayama, adding that the
bank expects to conservatively book
credit costs of about 340 billion yen
for the full year.

Another concern for banks’ top
management is a move by global fi-
nancial regulators to push for
stricter capital requirements after
the credit crisis.

To strengthen their financial

base, SMFG and Mizuho already
have raised capital of about 860 bil-
lion yen and 520 billion yen, respec-
tively, by issuing common shares
earlier this year.

But since Japan’s banks tend to
have lower core Tier 1 capital ratios
than Western peers, analysts and in-
dustry observers expect those banks
to raise more to improve their capi-
tal quality. Core Tier 1 capital usu-
ally refers to common stock and re-
tained earnings, excluding preferred
shares, preferred subscription secu-
rities and deferred tax assets. SMFG
said core Tier 1 capital stands at 5%,
above the minimum level of 4% pro-
posed by some global regulators.
Mizuho didn’t disclose its core Tier
1 capital ratio, but said its capital
excluding preferred shares and pre-
ferred securities but including de-
ferred tax assets stands at 5.37%.

BY ATSUKO FUKASE
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J.P. Morgan, Cazenove near deal
U.S. bank is expected to buy remaining 50% of partnership it doesn’t own

LONDON—J.P. Morgan Chase &
Co. is closing in on a deal to buy out
its U.K. joint-venture partner, the
venerable broker Cazenove Group,
for just under £1 billion ($1.67 bil-
lion), according to people familiar
with the matter.

In the coming weeks, the two
sides are expected to strike a deal in
which J.P. Morgan would buy the re-
maining 50% of the investment-
banking partnership that it doesn’t
own, the people said, though they
cautioned that a deal still hasn’t
been struck. The deal still hasn’t
gained approval from all the neces-
sary boards and committees, say
people close to the matter

J.P. Morgan paid about £100 mil-
lion in 2004 for a 50% stake in the
venture with Cazenove.

J.P. Morgan Cazenove, run since
last year by Chief Executive Naguib
Kheraj, the former finance chief of
Barclays PLC, is a storied firm in the
City of London. Tracing its roots to
1819, Cazenove first became one of
London’s leading stockbrokers in the
mid-1930s, according to its Web
site. In the 1980s, Cazenove played
a key role in the U.K. government’s
historic privatization drive.

The firm, famous for being the
Queen’s broker, also has been the
corporate broker to a number of the
U.K.’s biggest and most important
companies, helping them interface
with investors. That has helped the
joint venture win coveted invest-

ment-banking mandates here, advis-
ing clients on merger and under-
writing deals and other matters. J.P.
Morgan Cazenove has worked on a
number of marquee U.K. deals this
year, such as Lloyds Banking Group

PLC’s recent £13.5 billion share sale.
In the first nine months of this

year, J.P. Morgan Cazenove ranked
first in underwriting primary U.K.
equity issuance, with $19.5 billion of

deals to its credit and a 27% market
share, according to its Web site.

J.P. Morgan, which emerged from
the financial crisis relatively un-
scathed, appears to be taking advan-
tage of that strength to scoop up its
U.K. affiliate. The deal would come
as J.P. Morgan has experienced tur-
moil recently in its London ranks,
with Bill Winters, its top executive
here, abruptly leaving.

Cazenove’s partnership with J.P.
Morgan, struck five years ago, gave
the U.S. bank the option to buy the
rest of the venture by February of
next year. It also carried an option
for Cazenove’s 1,500 owners to force
a full sale to J.P. Morgan. J.P. Mor-
gan was long expected to take full
ownership of the venture; the major
question was when it would do so.

BY DANA CIMILLUCA
AND SARA SCHAEFER MUÑOZ

HSBC finds
Korean buyer
for London site

LONDON—HSBC Holdings PLC
said Friday it had agreed to sell its
London headquarters building to the
National Pension Service of Korea
for £772 million ($1.3 billion).

The move to sell its 8 Canada
Square property in Canary Wharf,
London’s financial area, comes a
month after the bank announced the
sale of its New York headquarters
building to Israeli investment hold-
ing company IDB Group for $330
million.

HSBC will remain in the building,
and control its occupancy, paying a
rent of £46 million a year, the bank
said.

It isn’t the first time the building
has been sold recently. Metrovacesa
SA bought it from HSBC for £1.09
billion at the height of the U.K.
property boom in early 2007—and
sold it back to the bank a year and
a half later for roughly £250 million
less.

The bank said Friday it would
book a £350 million gain on the cur-
rent deal, in addition to the £250
million gain on the original sale.

HSBC has also put up for sale a
Paris building, which is located on
Avenue des Champs-Elysees. The
sale of all three properties could
fetch about £2 billion.

HSBC began shopping the build-
ings in April when it was in fund-
raising mode, having recently com-
pleted a £12.5 billion rights issue, a
share of sales to existing investors.

BY SARA SCHAEFER MUÑOZ
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Singapore’s
GIC snaps up
Hyatt shares

Government of Singapore In-
vestment Corp. has bought three
million common Class-A shares in
Hyatt Hotels Corp., representing a
6.9% stake in the company, accord-
ing to a filing with the U.S. Securi-
ties and Exchange Commission.

Hyatt Hotels offered 38 million
shares at $25 each in an initial pub-
lic offering earlier this month. All
the shares in the offering came from
the Pritzker family, the company’s
founding family.

GIC couldn’t be reached for com-
ment. It is the world’s fourth-largest
sovereign-wealth fund in terms of
money managed, according to
Deutsche Bank.

BY JENNY PARIS

The deal still hasn’t gained
approval from all the
necessary boards and
committees.
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By Aaron Back

BEIJING—China’s top bank regu-
lator blamed the U.S.’s loose mone-
tary policy for creating new global
asset bubbles, saying low interest
rates and a weak dollar are encourag-
ing speculation in world markets.

The U.S. Federal Reserve’s prom-
ise to keep interest rates at extraor-
dinarily low levels for an extended
period “has already led to a massive
U.S. dollar carry trade and massive
speculation,” said Liu Mingkang at
the International Finance Forum in
Beijing, which began shortly before
U.S. President Barack Obama ar-
rived for his first visit to China.

Mr. Liu, who is chairman of the

China Banking Regulatory Commis-
sion, said the weak dollar and low
U.S. rates are creating “un-
avoidablerisksfortherecov-
ery of the global economy,
especially emerging econo-
mies,” andthatthe situation
is “seriously impacting glo-
bal asset prices and encour-
aging speculation in stock
and property markets.”

China is particularly af-
fected by U.S. policy be-
cause it has kept its cur-
rency largely pegged to the
dollar. Key trading part-
ners, including the U.S. and the Euro-
pean Union, have urged China to let
itscurrencyappreciate,andmultilat-

eral agencies such as the World Bank
and International Monetary Fund

have said a stronger yuan
wouldhelp avoidrisks of as-
set bubbles, in part because
that would make it more ex-
pensive for outsiders to
buy Chinese assets.

The focus on the green-
back comes after it sank to a
15-month low against many
major currencies last week.
In a speech Tuesday, Rich-
ard Fisher, president of the
FederalReserveBankof Dal-
las, said he is aware that the

Fed’s current stance of keeping inter-
est rates low for an extended period
was denting the dollar.

Mr. Fisher’s comments marked
the first mention from the Fed about
the so-called carry trade, which
takes advantage of the central
bank’s current near-zero-percent in-
terest rate to borrow dollars
cheaply. The dollars are then sold to
buy other currencies or assets that
investors think will earn a higher re-
turn, which further pushes down
the dollar.

On Sunday, Mr. Liu didn’t specifi-
cally mention China’s asset prices,
but the country’s stock and prop-
erty markets have been on the rise
this year.

China has kept its benchmark in-
terest rates unchanged this year, al-
though policy debate has been shift-

ing in Beijing as the recovery in the
domestic economy consolidates and
as the central bank tries to manage
the flood of liquidity and credit un-
derpinning the recovery.

A key concern that analysts say is
keeping China from raising rates is
the possibility that higher rates
would prompt more speculative in-
flows into the recovering domestic
economy. China has consistently said
it won’t bow to external pressure on
its currency policy, though the cen-
tral bank last week acknowledged
that capital flows and the move-
ments of other major currencies are
issues it must take into account.
 —Juan Chen

contributed to this article.

China bank regulator blames U.S. policy for asset bubbles

Obama confronts limits of engagement
Halfway through Asian tour, U.S. president faces challenges to trade, human rights, security and environment

U.S. President Barack Obama boards Air Force One in Singapore Sunday, where he attended an Asia-Pacific summit. At the
forum he appealed to Asian nations to make their economies more dependent on domestic consumption than on U.S. profligacy.
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Liu Mingkang

By Jonathan Weisman

SHANGHAI — President Barack
Obama arrived here Sunday night
to press China on issues from cli-
mate change to economic restruc-
turing, amid rising concerns that
his first swing through Asia as presi-
dent will yield more disappoint-
ment than progress on trade, hu-
man rights, national security and
environmental concerns.

A flurry of actions over the week-
end raised more questions than they
resolved on a broad swath of issues
confronting both sides of the Pacific.

On Sunday, leaders of the Asia-Pa-
cific Economic Cooperation forum
dropped efforts to reach a binding in-
ternational climate-change agree-
ment in Copenhagen next month, set-
tling instead for what they called a po-
litical framework for future negotia-
tions. Mr. Obama became the first
president to meet with the entire As-
sociation of Southeast Asian Nations,
including the military junta of Myan-
mar, and White House officials say he
personally demanded the country’s
leaders release political prisoners, in-
cluding opposition leader Aung San
Suu Kyi. But Mr. Obama failed to se-
cure any mention of political prison-
ers in an Asean communique.

TheU.S.andRussia now appear un-
likely to complete a nuclear-arms-re-
ductionaccord byDec. 5,when the cur-
rent Strategic Arms Reduction Treaty
expires. Mr. Obama met for closed-
doorconsultations with Russian Presi-
dent Dmitry Medvedev, but National
Security Council Russia specialist
Michael McFaul said major issues re-
main, and the two countries are work-
ing out a “bridging agreement” to ex-
tend previous arms ratification rules.

On trade, the U.S. president com-
mitted this weekend to “re-engage”
the Trans Pacific Partnership, a
fledgling free-trade alliance with
smaller countries in the region. But
a presidential shift in tone toward
more trade engagement will face its
real test Thursday when Mr. Obama
visits South Korea to discuss a free-
trade agreement with that country
that remains stuck over the thorny
issue of trade in automobiles.

On the issue of Iran, Mr. Obama
and Mr. Medvedev were left to warn
leaders of the Islamic Republic once
again that “time is running out.”
Iran has yet to agree to a Russian of-
fer to enrich Iran’s uranium for use
in research in exchange for the clo-
sure of a nuclear reactor that West-

ern powers say could be used to en-
rich uranium for nuclear weapons.

Half-way through his Asian tour,
Mr. Obama is confronting the limits
of engagement and personal charm.

International efforts to combat
climate change took a significant
blowwhen theleadersof the Asia-Pa-
cific Economic Cooperation forum
conceded a binding international
treaty won’t be reached when the
United Nations convenes in Copen-
hagen in three weeks. Danish Prime
Minister Lars Lokke Rasmussen flew
to Singapore Saturday night to de-
liver a new, downsized proposal to
lock world leaders into further talks.

“Even if we may not hammer out
the last dots of a legally binding in-
strument,Idobelieveapoliticalbind-
ing agreement with specific commit-
ment to mitigation and finance pro-
videsastrongbasisforimmediateac-
tion in the years to come,” Mr. Ras-
mussen told APEC leaders at a hastily
convenedmeetingorganizedbyMexi-
can President Felipe Calderón and
Australian Prime Minister Kevin
Rudd on Sunday morning.

The election of Mr. Obama, a be-
liever in strict limits on greenhouse-
gas emissions, had raised hopes
among environmentalists that
Copenhagen would produce a tough,
binding treaty to follow the Kyoto Ac-

cords of 1997, which expire in 2012.
The landslide victory of Japanese

Prime Minister Yukio Hatoyama’s
Democratic Party of Japan brought
to power a new government pledging
deeper emissions cuts than its prede-
cessor. And Chinese President Hu Jin-
tao proposed in September to adopt
what he called “carbon-intensity tar-
gets,” the amount of carbon released
into the atmosphere per unit of eco-
nomic output. Emissions from surg-
ing economies such as China’s would
continue to rise but at a slower rate.

Political opposition in the U.S.
Congress over Mr. Obama’s climate-
change proposals, and continuing re-
sistance among developing coun-
tries to binding emission-reduction
targets slowed consensus ahead of
the Copenhagen summit.

Mr. Rasmussen laid out in some
detail his goals for the summit. He
said leaders should produce a five-
to eight-page text with “precise lan-
guage” commiting developed coun-
tries to reductions of emissions
thought to be warming the planet,
with provisions on adapting to
warmer temperatures, financing ad-
aptation and combating climate
change in poor countries. It would in-
clude pledges of immediate financ-
ing for early action.

“We are not aiming to let anyone

off the hook,” Mr. Rasmussen told
the leaders. “We are trying to create
a framework that will allow every-
body to commit.”

But the leaders didn’t say when a
final summit would be convened to
ratify a real treaty.

“There are two choices that we
face, given where things are. One was
to have a political declaration to say,
‘We tried. We didn’t achieve an agree-
mentandwe’llkeepontrying,’andthe
other was to see if we could reach ac-
cord as the Danish prime minister laid
out,” said Michael Froman, White
House deputy national security ad-
viser for international economics.

Mr. Obama, in a speech Sunday,
took his appeal for a new world eco-
nomic order to the leaders of Asia
that must help make it happen. He
said the U.S. would strive to con-
sume less, save more and restruc-
ture its economy around trade and
exports. But he appealed to Asian na-
tions to make their own economies
more dependent on domestic con-
sumption than on U.S. profligacy.

White House officials say a simi-
lar message will be delivered in
Shanghai and Beijing, but it is un-
clear how hard the U.S. president
can press Beijing to allow the Chi-
nese yuan to appreciate—which
would make Chinese products less

competitive on world markets.
At the APEC summit, leaders “un-

til the last moment” tried to secure a
commitment to stabilize foreign-ex-
change markets, according to a top
adviser to an APEC head of state.
But disagreements between the U.S.
and Chinese delegations kept any
commitment on currency out of the
APEC final statement.

A more-valuable yuan would em-
power Chinese consumers to buy,
while making Chinese exports less at-
tractive to U.S. consumers. But Wash-
ington can’t afford to anger China,
which it needs to float a U.S. budget
deficit that reached $176.4 billion in
October alone, a monthly record.

Indeed, the Asia trip is exposing
the limits of Mr. Obama’s policy of en-
gagement. The U.S. president met
with Asean, declaring that efforts to
marginalizethegovernmentofMyan-
mar had failed. Human-rights groups
had hoped a communiqué out of the
meeting would call for the release of
Ms. Suu Kyi, a Nobel Peace Prize win-
ner under house arrest. Instead, it
made a cryptic reference to a previ-
ous Asean foreign ministers’ commu-
niqué that called for her release. Sun-
day’sstatementdidsaythat2010elec-
tions in Myanmar must be “free, fair,
inclusive and transparent.”

The failure to single out Ms. Suu
Kyi was “another blow” to dissidents
who want more pressure on the My-
anmarjunta,saidSoe Aung,a spokes-
man for the Forum for Democracy in
Burma, a Thailand-based organiza-
tion. “We keep saying again and
again that the U.S. should not send a
mixed signal to the regime.”

A White House official said the
president never expected the leaders
of Myanmar to accept any mention of
Ms. Suu Kyi’s release, but did press
for a mention of political prisoners.

U.S. officials had taken pains to re-
duce expectations for the meeting,
which was part of a new initiative by
the Obama administration to im-
prove its ties with Southeast Asia and
toincreaseinteractionwiththeMyan-
mar government. The U.S. imposes
stiff sanctions on the country, also
known as Burma. But many analysts
view those sanctions as a failure, as
Myanmar has expanded trade with
China and other Asian nations, and
U.S. officials now believe they might
have more influence over the coun-
try’s leaders if they talk with them
more regularly. —Costas Paris

and Patrick Barta
contributed to this article.
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THINK AGAIN
A considered view of sectors and stocks

Kraft-Cadbury
is a macro play
The fair price to pay
depends largely on trends
far beyond confectionary

We’re now entering “who will
blink first” territory on the Kraft
Foods Inc. bid for U.K.-based
chocolate maker Cadbury PLC.
Some thought should be given to
the rationale of those who might
reject it.

That decision is largely a call
on the future macro environment
for Cadbury.

Cadbury’s Friday share price
of 776 pence clearly indicates that
the market expects the bid, cur-
rently worth around 715 pence, to
be increased. The argument is
that the offer—pitched at 11.5
times enterprise value to median
forecast 2009 earnings before in-
terest, tax, depreciation and
amortization—should be in-
creased to an offer equivalent to a
Cadbury share price of roughly
800 pence. Why might Cadbury
shareholders reject that price?

Over a 20-year time frame,
Cadbury’s pro-forma Ebitda com-
pound annual growth rate has
been a whisker over 10%. If the
price drifts back to the pre-take-
over approach price of 568 pence,
it would take around four years of
average growth for Cadbury’s
share price to get to the rejected
offer price of 800 pence, assum-
ing the enterprise-value-to-Ebitda
multiple remains constant at 9.5
times.

Should the current cycle be a
repeat of the last major consumer
downturn in the early 1990s, Cad-
bury’s Ebitda growth would drop
to around the low mid-single dig-
its seen at that time. Analysts are
penciling in Cadbury’s average
historical Ebitda growth rate of
10% for the next few years, but a
repeat of the early ’90s experi-
ence would mean the company’s
share price would be underwater
relative to the rejected take-out
value for many, many years.

On the flip side, if Cadbury re-
peated the same rate of Ebitda
growth it had in the middle of the
1990s—-around the midteens—it
would take only three years to get
back to the 800-pence offer price,
again on the basis of a constant
EV/Ebitda multiple. Under this
growth scenario, selling out at
800 pence with a cash element
would almost certainly be selling
out too cheaply.

This means the decision
whether to accept the bid is

largely a call on the future macro
environment for the company, a call
that includes a view on the con-
sumer recovery and also food infla-
tion, and therefore industry margins
going forward.

It’s fair to say that these esoteric
matters might not be of much con-
cern to the 40% of new shareholders
who have come onto the register
since the first offer proposal and
who are probably engaging in short-
term arbitrage.

But the balance of the vote is
with Cadbury’s longer-term share-
holders, and their view on the
macro environment will call the day.

—Paul Sharma and
Alessandro Pasetti

Liberty deal shows
who has strong hand

Friday’s announcement that
U.S.-listed cable operator Liberty
Global Inc. is to buy German cable
company Unitymedia GmbH shows
how industry players continue to
have the upper hand, as compared
to bringing a company to market,
when the sellers are private equity.

Reason one: Liberty Global looks
to be paying a full price for Unity-
media, at around eight times 2009
and 7.4 times 2010 enterprise value
to earnings before interest, tax, de-
preciation and amortization.

But that’s still a little under the
eight times to nine times current
year EV/Ebitda they enjoyed for
many years before the financial cri-
sis.

Reason two: The mooted initial
public offering would have sold
around 15% of the company to the
market, leaving private equity with
the majority. This deal gives the pri-
vate-equity holders, led by BC Part-
ners Ltd. and Apollo Management,
a full exit, eliminating any uncer-
tainty for them about the future
pricing of secondary offerings over
the next few years.

Reason three: According to Lib-
erty Global, future cost savings from
network and content consolidation
allow the 2010 multiple to fall to
around 6.4 times EV/Ebitda. This
upside is available only to industry
players and brings the multiples
into line with current market prices.
Expected to be next in line for IPOs
in the sector are Danish telco TDC
and Kabel Deutschland, whose pri-
vate-equity owners should be taking
note of this transaction.

—Paul Sharma

Amylin may be target
that Merck is seeking

Richard Clark, the chief execu-
tive of Merck & Co. Inc., has

planted his flag in the sand, stat-
ing that he’ll actively turn to ac-
quiring biotech companies.

One prospect —Amylin Phar-
maceuticals Inc.—could fit in
terms of strategy and price tag,
given that Mr. Clark pinpointed
diabetes. Amylin sells diabetes
drug Byetta through a key alliance
with Eli Lilly & Co., and its shares
have yet to recover from concerns
over Byetta’s safety and a recent
proxy fight with Carl Icahn. Still,
a regulatory warning over By-
etta’s link with pancreatitis has
turned out less severe than
feared, and the battle with Mr.
Icahn served to highlight possible
improvements to the business.

The uncertainty lies with
whether Merck could breathe new
life into Amylin’s diabetes fran-
chise. There would also be a
change-of-control provision,
which would speed repayment of
a $900 million debt facility.

Merck could look to smaller,
more easily digestible takeovers,
but here the risks become over-
whelming. Take MannKind Corp.,
the only inhaled insulin developer
left standing after last year’s
shock decision by Pfizer Inc. to
withdraw Exubera on concerns of
safety and a lack of commercial
acceptance.

MannKind’s inhaled product
Afresa is awaiting U.S. approval,
and at a 50% premium the firm
could be had for just over $1 bil-
lion. But buying into the tried and
failed concept of inhaled insulin
would likely be a step too far for
Mr. Clark.

The same applies to looking at
obesity, a related area that Merck
knows all too well. Two U.S. bio-
techs, Vivus Inc. and Orexigen
Therapeutics Inc., impressed re-
cently with pivotal data of their
obesity projects and are valued at
well below $1 billion each.

But Merck still has fresh mem-
ories of taranabant, an obesity
drug that it pulled after Phase III,
and the major drawback to Vivus
and Orexigen is that their prod-
ucts are noth+ing more than
smart combinations of established
drugs, patent-protected though
they may be.

Inhaled insulin and obesity are
probably too hot to handle, and
Merck might just end up doing
more licensing in preference to
takeovers. But it would do well to
take a close look at Amylin, if
only to say “no thanks.”

——Jacob Plieth

Think Again uses material
from Dow Jones Investment
Banker. For more information,
visit www.dowjones.com/banker

Bain to buy Bellsystem24 in Japan
TOKYO—Private-equity firm Bain

Capital LLC will buy Japanese call
center Bellsystem24 Inc. from Citi-
group Inc. in a roughly $1 billion
transaction that demonstrates the
firepower financial buyers can bring
as they try to break up Japan’s buy-
out logjam.

Citigroup said in a statement
Sunday that it expects to raise 93.5
billion yen ($1.04 billion) for its
93.5% stake in Bellsystem24 when it
tenders its shares to Bain.

Bain won exclusive negotiation
rights this month to buy

Bellsystem24 despite stiff competi-
tion from other private-equity firms,
including Permira Advisers LLP, CVC
Capital Partners Ltd. and Blackstone
Group LP.

The deal is the biggest private
equity-related transaction this year
in Japan, topping Goldman Sachs
Group’s $1.1 billion buyout of USJ
Co., operator of a Universal Studios
theme park, in March.

“Things are picking up. We have
a growing pipeline in Japan,” said
David Gross-Loh, a managing direc-
tor at Bain Capital in Tokyo.

Buyouts are relatively rare in Ja-
pan. Executives often worry that the

fund will lay off employees, which
they see as socially unacceptable, or
flip the company to another buyer
at a higher price, embarrassing
them in front of their peers.

Bain opened shop in Japan in
2006, and it has sourced deals in
the world’s second-largest economy
mainly from foreign sellers..

The Boston private-equity firm
was advised by UBS, Nikko Cordial
Securities, Mizuho Securities, and
Morgan Stanley.

Citigroup Capital Partners Japan
was advised by Citigroup Global
Markets Japan and Goldman Sachs
Japan.

BY ALISON TUDOR

Six rush to market
Week could be busiest for U.S. this year

In a last big burst before the
Thanksgiving holiday, as many as
six companies will try to go public
in the U.S. this week.

If all manage to price, it will be
the U.S.’s busiest week of the year
for initial public offerings.

The IPOs are scattered across a
variety of indus-
tries, ranging from
a $520 million of-
fering on the New

York Stock Exchange from coal min-
ing company Cloud Peak Energy
Inc. to a $69 million deal from na-
tional security specialist Global De-
fense Technology & Systems Inc.
Three technology companies are
seeking to list on the Nasdaq; be-

sides Global Defense, medical record
management firm HealthPort Inc.
and computer network security
company Fortinet Inc. are queued
up. There’s also an offering from
China, with budget hotel chain 7
Days Group Holdings Ltd. planning
to list on the NYSE.

Of the group, the deals that ap-
pear the most promising are from
Fortinet and online education pro-
vider Archipelago Learning Inc.,
which aim to trade on the Nasdaq
under the symbols FTNT and ARCL,
respectively.

Archipelago differs from a lot of
web-based education IPOs in recent
years because it isn’t an online col-
lege.

Fortinet’s tech focus is on unified
threat management.

BY LYNN COWAN

Archipelago Learning focuses on students in kindergarten through high school.
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