
OFFICIALS’ DISCUSSION: President Hamid Karzai, left, talks with U.N. Secretary-General Ban Ki-moon
in Kabul Monday, after the nation’s election commission has canceled Saturday's run-off. Page 35.
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Incumbent declared winner of Afghan election

By Marcus Walker

BERLIN—Chancellor An-
gela Merkel will mark the
20th anniversary of the fall of
the Berlin Wall in a speech
Tuesday to the U.S. Congress,
a rare honor for a German
leader, but political observers
say she is expected to face
tough questions from the U.S.
about Germany’s contribu-
tions to the economic recov-
ery, Iran and Afghanistan.

President Barack Obama
could make uncomfortable de-
mands on Ms. Merkel now
that September’s German
elections are out of the way,
analysts say. The U.S. expects
Germany to start delivering
on a range of issues, though
German officials have played
down any tensions. The U.S. is

looking for help from Ger-
many and other major export-
ers to rebalance the world
economy, with the aim of mak-
ing it less reliant on American
consumers by boosting de-
mand in Europe and Asia.

Ms. Merkel has so far re-
sisted calls from the U.S. and
other countries to make Ger-
many’s economy less export-
dependent.

The U.S. also wants Ger-
many to agree to stiffer eco-
nomic sanctions against Iran
if the regime in Tehran
doesn’t agree to international
controls on its nuclear activi-
ties. And Mr. Obama wants
Germany to increase its mili-
tary contribution in Afghani-
stan, a mission that is widely
unpopular with Germany’s

Please turn to page 35

By Sara Schaefer Muñoz

And Alistair MacDonald

After complex negotia-
tions with the U.K. govern-
ment and European Union reg-
ulators over state aid, two ail-
ing British banks are ex-
pected to announce the out-
come as early as Tuesday—
and put themselves on much
different paths to the future.

Lloyds Banking Group
PLC and Royal Bank of Scot-
land Group PLC, which share
the U.K. government as their
largest shareholder, have for
weeks been locked in tough
negotiations over the extent
of their participation in a gov-
ernment program to insure
their bad assets. The outcome
is crucial to parallel talks the
banks have held with the E.U.
over how many assets they
should have to divest in re-
turn for state aid.

Now, the result of the talks
are about to be unveiled.
What’s expected: Lloyds will
dodge greater government
control and large divestitures
but face the gamble that it can
manage without the safety
net that the government in-
surance program provides.
RBS, meanwhile, will be teth-
ered more deeply than ever to
the government and faces a
bigger divestiture of assets as
a result.

Lloyds is betting that it
can move forward without
more government assistance

by raising £21 billion ($34.48
billion) via one of the biggest
rights issues ever in the U.K.
as well as through other mech-
anisms. As a result, it faces
the E.U.’s demand of only mod-
est divestments, which could
include retail businesses such
as mortgage lender Chelten-
ham & Gloucester, online re-
tail bank Intelligent Finance
and Lloyds TSB Scottish
branches.

RBS is set to participate in
the U.K. insurance program, a
move that will expand the gov-
ernment’s stake in the bank to
84% from 70% and prompt the
E.U. to demand much tougher
asset sales. RBS faces selling
off as much as 50% of its busi-
nesses, according to a person
familiar with the matter, in-

cluding as much as 20% of its
lucrative investment-bank-
ing unit. Other businesses
RBS likely will be forced to
sell include insurance opera-
tions, such as Churchill and Di-
rect Line, as well as 300 of its
2,000 retail branches across
the U.K.

The starkly different out-
comes illustrate the different
long-term views of the banks’

Please turn to page 4
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Leading the News: Wariness about democracy lingers behind the former Iron Curtain
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Markets

Manufacturing activity
around the world surged in
October as firms ramped up
production, signaling a global
rebound in economic growth.
The euro zone’s factory sector
expanded for the first time
since May 2008. U.S. manu-
facturing had its third straight
month of growth and an up-
turn in employment. Page 2

n The Bank of England’s
Mervyn King faces a tough
call on whether to expand
the British bailout as other
countries dial back economic
relief measures. Page 21

n U.K. bankers argued
against proposals to force
“too-big-to-fail” banks to
hold more capital. Page 4

n U.S., European stocks rose
after a measure of U.S. man-
ufacturing hit its best level
in over three years. Page 22

n Ford swung to a $997 mil-
lion profit on renewed
strength at its credit arm
and a big improvement in
North America. Page 6

n Renault said it would pro-
vide partner Avtovaz with
know-how but isn’t willing to
inject cash into Russia’s lead-
ing car maker. Page 6

n Italy’s Eni signed an oil
agreement with Iraq, to be
followed by pacts involving
BP, China National Petroleum
and Nippon Oil. Page 8

n Goldman Sachs is in talks
to buy tax credits from Fan-
nie Mae but faces U.S. Trea-
sury opposition amid public
anger at Wall Street. Page 21

n Arab leaders charged the
Obama administration’s drive
for Middle East peace risked
“failure,” prompting a careful
response from Secretary of
State Clinton. Page 11

n Commerzbank posted a
loss of $1.55 billion on costs
for revamps and integration
of Dresdner Bank. Page 24

n Radovan Karadzic skipped
his trial as a U.N. prosecutor
said the former Bosnian
Serb leader orchestrated the
1995 Srebrenica massacre.

n Iranian regulators revoked
the license of the country’s
business daily Sarmayeh for
“repeated violations” of
press laws.

n Putin urged the EU to
lend Ukraine at least $1 bil-
lion to pay for gas supplies
from Russia to avoid disrup-
tion of flows to Europe.
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In the stampede back to
risky assets, investors ap-
pear to have dismissed the
lure of healthy dividends.
While the S&P 500 has
leapt more than 50% since
its March 9th nadir, rela-
tively defensive names such
as Altria Group, Bristol-
Myers Squibb and AT&T
have all rallied less than
20%. And all are left yield-
ing well over 5%.

Take Altria. The tobacco
company’s stock has a 7.5%
dividend yield. From the
company’s perspective, that
is even more than the 10.2%
coupon on a 30-year bond
issued by Altria in the
depths of the credit crisis,
once the benefit of tax de-
duction on debt is consid-
ered. If Altria were to issue
such long-term debt now,
investors would probably
demand a coupon roughly
in line with the dividend
yield.

The reason: growth. In-
vestors are concerned

about the potential for busi-
nesses such as Altria, as
well as drug companies like
Bristol-Myers and telecom
operators like AT&T, to
boost earnings as fast as
more cyclical companies in
an economic rebound. Also,
if growth is hard to come
by, there is a risk dividends

will one day be cut or com-
panies will do risky deals to
try to kick-start revenues.

But these juicy divi-
dends, which look safe for
now, provide an opportu-
nity for those nervous that
the risk rally has gone too
far. And it raises the ques-
tion of whether the compa-

nies will try to address the
issue.

One temptation might be
to repurchase stock. Firms
could use buoyant corpo-
rate-bond markets to raise
cheap debt and retire
shares with high dividend
payouts. And Bristol-Myers,
for instance, has $1.3 bil-
lion in net cash and will
generate another $6.2 bil-
lion next year, according to
Barclays Capital’s Tony But-
ler.

The drug concern says it
wants to preserve cash,
partly for acquisitions of
small and midsize compa-
nies. And companies are
rightly wary of adding debt
after the recent near-death
experience for many over-
leveraged firms. But if bond-
market confidence remains
strong, those with high divi-
dend yields might yet be
lured into ramping up share
buybacks.

—John Jannarone

More at WSJ.com/Heard

Europe’s flag carriers see
the high cost of low cost

Ford can thank used-vehicle sales for surprise profit

Europe’s flag carriers
have long found low-cost
airlines a nuisance. The re-
cession made them a seri-
ous problem. Take Ryanair,
which carried more passen-
gers in Spain than Iberia
for the first time in Au-
gust. The Irish airline Mon-
day announced an 80%
jump in first-half profit on
a 15% rise in traffic while
the flag carriers are mired
in red ink.

The slump in demand
for trans-Atlantic and busi-
ness-class travel has ex-
posed the carriers’ weak-
nesses. Air France-KLM is
among those wising up.
The airline is preparing a
la carte travel, with sepa-
rate charges for food and
checked-in bags on domes-
tic and medium-haul
routes. But traditional car-
riers may struggle to emu-
late the low-cost model of
easyJet and Ryanair when
they also need to nurse
long-haul networks back to
health.

Europe’s traditional car-
riers are vulnerable. Air
France’s staff expenses are
about 31% of sales, Iberia’s
23% and Lufthansa’s 21%.
That compares with 14% at
easyJet. Spare capacity at
some hubs allows low-cost
rivals to gain slots. In
three years, easyJet has
captured 27% of traffic be-
tween Paris and Milan. Tra-
ditional carriers British
Airways and Lufthansa are
more sheltered by capacity
constraints at London’s
Heathrow and Frankfurt.

One response is charg-
ing for the likes of priority
boarding, seat allocation

and on-board refresh-
ments. But the tension re-
mains that long-haul pas-
sengers are unlikely to ap-
preciate paying for full ser-
vices and getting a no-frills
transfer to their final desti-
nation. And there are other
costs associated with fly-
ing short-haul planes with
different classes and cargo.
Loading prepared food and
goods make it hard to
match low-cost carriers’
fleet utilization and turn-
around times.

Meanwhile, reducing
fixed costs is tough in a
unionized work force. Air
France-KLM has been slow
to exploit merger syner-
gies. Iberia may take a
more radical approach; it is
planning a new domestic
and regional Madrid-based
airline by 2011 and hiring
staff on new contracts.

The discounts that leg-
acy carriers command to
the low-cost upstarts still
look deserved.
 —Matthew Curtin

Opportunity in juicy dividends

Ford Motor Chief Execu-
tive Alan Mulally loves to
wax lyrical about the car
company’s slate of new
trucks and cars. But he can
thank sales of used vehicles
for playing a big part in
Ford’s surprise third-quar-
ter profit.

Out of pretax profit of $1.1
billion, excluding special
items, $661 million came
from the financial-services
business. Many analysts had
been expecting a profit of per-
haps $100 million to $200 mil-
lion, or even a loss, from Ford
Motor Credit.

The big swing factor was
a sharp increase in the value

of used vehicles sold at auc-
tion. The Manheim Used Ve-
hicle Value Index has risen
for nine consecutive
months since December
2008’s low-point, hitting an
all-time peak in September.
Higher used-car prices re-
duce losses on the vehicles
that come back to Ford after
their leases expire, which it
then sells. Pricing of used
trucks and sport utility vehi-
cles, which likely account
for a sizable proportion of
Ford’s lease portfolio, have
risen particularly strongly.

Is it sustainable? Man-
heim, at least, suspects used-
vehicle prices are reaching a

plateau, with prices having
weakened noticeably in the
last week of September. The
dislocation in Detroit this

year and efforts by the likes
of Ford to sharply cut bloated
inventories have helped curb
supply. That discipline will
need to be maintained.

On the new-vehicle
front, it remains to be seen
how well sales hold up as
government “clunker” pro-
grams end. Ford does boast
one of the strongest new-
product pipelines of any
mass-market vehicle manu-
facturer over the next few
years. But while Ford raised
its guidance for 2011, it will
be next quarter before it is-
sues an updated outlook for
2010. Like any other car
maker, it needs a consumer-
led recovery that isn’t de-
pendent on government ste-
roids to really come into its
own.
 —Liam Denning

Financial Analysis and Commentary

Like other car
makers, it needs
a consumer-led
recovery.

Sources: Standard and Poor’s; the companies
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Manufacturing shows signs of a resurgence
Euro zone, U.K. join
in the sector’s growth
around the world

By Sudeep Reddy

Manufacturing activity around
the world surged in October as
firms ramped up production, signal-
ing a global rebound in economic
growth.

Surveys of purchasing man-
agers showed most major global
players growing. In the euro zone,
the factory sector expanded for the
first time since May 2008, with
France posting its biggest increase
in nine years. Manufacturing activ-
ity in the U.K. posted its strongest
growth in two years. In the U.S., the
Institute for Supply Management’s
manufacturing index rose 3.1
points to 55.7, the third straight
month of growth and the highest
level since April 2006.

An upturn in the ISM’s employ-
ment index showed U.S. manufac-
turing firms looking to bring back
workers for the first time in 15
months, offering further hope that
the overall labor market may be sta-
bilizing.

The global figures suggest a re-
surgence in confidence among man-
ufacturers following the deep dive
in activity after last fall’s financial
crisis. The stabilization in credit
markets is supporting capital
flows, sparking stronger export ac-
tivity around the world.

“It was a surprisingly synchro-
nized downturn, and it’s a surpris-
ingly synchronized upturn,” said
Paul Ashworth, an economist at
Capital Economics, a London-
based research firm. “Once you see
confidence returning and markets
beginning to open up again, they
open up everywhere.”

The sustainability of the recov-
ery remains a key concern. Firms

slowed production for much of the
year as they pared inventories, so
the latest upturn was an expected
rebound. Consumers and busi-
nesses remain shaken by the finan-
cial crisis, maintaining a cautious
posture in spending and invest-
ment.

“October is an indicator that
things are growing,” said Norbert
Ore, chairman of the ISM manufac-
turing survey. “I’m not sure they
will continue to grow at that rate.
We may see that fall off a little bit
because of a lack of confidence of
the consumer and of business.”

The falling U.S. dollar supported
continued growth for manufactur-
ers, while imports grew at a slower
pace in October than in the previ-
ous month. New orders, a gauge of
future activity, fell to 58.5 from
60.8 in September.

The improvement in U.S. em-
ployment was attributed to some
workers being called back and to
temporary work opportunities. The
growth in the ISM employment in-
dex generally tracks government
data.

Several regions offered cause
for caution. A key indicator of Rus-
sian manufacturing contracted in
October, signaling an overall dete-
rioration in industrial activity and

calling into question the country’s
economic recovery.

The VTB Capital manufacturing
Purchasing Managers Index
shrank to 49.6 in October from 52
in September—the first monthly
fall since a record low of 33.8 in De-
cember 2008. Any figure below 50
indicates a contraction.

“The recovery is still very frag-
ile, and this only adds fuel to the
fire for those who are not believers
in it,” said Vladimir Osakovsky,
head strategist at UniCredit SpA.

But the index also showed new
orders rising for a fourth straight
month, indicating increased de-
mand for Russian goods from an
improving global economy.

Australia’s manufacturing sec-
tor recorded its third consecutive
month of growth, though the Aus-
tralian Industry Group-Pricewater-
houseCoopers Australian Perform-
ance of Manufacturing Index fell
0.3 point in October from Septem-
ber to 57 points. Figures above 50
indicate expansion for the sector.

The slower growth showed that
the outlook for the Australian econ-
omy remains uncertain, especially
as the nation’s exporters suffer
from the local dollar’s nearly 50%
jump against the U.S. currency
from early March to late October.
“While the lift in manufacturing ac-
tivity over the past three months

and rising new orders in particular
are welcome, growth is not acceler-
ating, and there remains a consid-
erable way to go before we recover
the ground lost over the past
year,” said Australian Industry
Group Chief Executive Heather Rid-
out.

In India, manufacturing activ-
ity also rose, helped by new or-
ders, but the pace lagged behind
that of the previous month. HSBC’s
India index was 54.5 in October,
lower than 55 in September. “It
may be that domestic new-order
growth is beginning to suffer from
the impact of a drought, but at
least stronger foreign demand is
helping to cushion the blow,” said
Robert Prior-Wandesforde, senior
Asian economist at HSBC.

Growth in the euro zone’s manu-
facturing sector boosted hopes
that the economy would grow
throughout the second half of
2009. The purchasing managers in-
dex from Markit Economics for the
euro zone’s factory sector rose to
50.7 from 49.3 in September. That
was the highest reading since Janu-
ary 2008.

Markit reported that manufac-
turing output grew in October at
the fastest pace since February
2008. “Business conditions in the
euro-zone manufacturing sector
improved for the first time since
May of last year, driven by acceler-
ating growth of output and new or-
ders, and moderating job losses,”
said Chris Williamson, chief econo-
mist for Markit. “With capacity
now coming into line relative to or-
der books, and further growth of
production looking likely in com-
ing months as factories restock,
conditions are set to improve fur-
ther.”

France’s manufacturing index
remained the strongest performer
in the euro zone, as the index rose
further into expansionary terri-
tory in October to 55.6. That was
the highest level since November
2006 and compared with 53 in Sep-
tember.

Germany’s manufacturing in-
dex also rose in October and indi-
cated that the sector grew for the
first time since July last year, ris-
ing to 51 from 49.6 in September. It-
aly’s manufacturing PMI rose
sharply to 49.2 in October from
47.6 in September.

—Enda Curran, Abhrajit
Gangopadhyay, Ilona Billington,

Ira Iosebashvili and Joe Parkinson
contributed to this article.
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Note: A reading above 50 indicates the sector is 
expanding, while a reading below 50 indicates it 
is contracting.   
Sources: Institute for Supply Management 
(U.S.);  Markit Economics (U.K. and euro zone); 
China Federation of Logistics and Purchasing 
(China) HSBC (India)

Showing resilience
Many factory purchasing 
managers' indexes moved further 
into growth territory. 
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A worker in the Alessi factory in the town of Omegna, Italy

Consumers and
businesses remain
shaken by the
financial crisis.
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Karzai declared victor as runoff is canceled
As Afghan poll ends,
U.N. withdraws staff
in dangerous region
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Pakistani policemen secure the site after a suicide bombing in the garrison city of Rawalpindi, near Islamabad, on Monday.

pacifist public.
In a speech to a joint meeting of

Congress on Tuesday, Ms. Merkel
will thank the U.S. for helping bring
about German reunification after
the fall of the Berlin Wall, while also
addressing current issues, her
spokesman said Monday.

Ms. Merkel’s speech will recount
her personal story of growing up in
Communist East Germany before
the Wall fell, the chancellor said in
her weekly podcast.

Her upbringing and struggles as
a pastor’s daughter in East Ger-
many, and her fast rise to global
prominence after reunification in
1990, are “a deeply American
story—a rags-to-riches tale of over-
coming all obstacles,” says Jan

Techau, a scholar at the German
Council on Foreign Relations in Ber-
lin. Combined with the 20th anniver-
sary of the democratic revolutions
in Eastern Europe, it should go
down well in Washington, he says.

The chancellor also is expected
to press the U.S. to support an ambi-
tious global agreement next month
to combat climate change.

Ms. Merkel’s invitation to ad-
dress Congress is being viewed in
Germany as a rare honor. Then-chan-
cellor Konrad Adenauer’s address to
the House of Representatives in
1957 is the nearest precedent.

Other European leaders, includ-
ing U.K. Prime Minister Gordon
Brown, French President Nicolas
Sarkozy, Italian Prime Minister Sil-
vio Berlusconi and Irish Prime Minis-

ter Bertie Ahern have addressed
joint meetings of the House and Sen-
ate in recent years.

At home, Ms. Merkel’s task in re-
storing the German economy to
growth is being compli-
cated by the first fissures
in her new center-right
government, which took of-
fice last week. Some of her
cabinet colleagues and
heads of Germany’s 16
states have clashed in re-
cent days over whether the
country can afford major
tax cuts.

Conservative Finance
Minister Wolfgang Schäu-
ble warned in an interview
with the Handelsblatt newspaper
Monday that Europe’s biggest econ-

omy, still reeling from the financial
crisis, can afford only a limited tax
overhaul, challenging the tax-cut-
ting ambitions of the Christian Dem-
ocratic Union’s new partner in the

national government, the
Free Democratic Party.

The center-right par-
ties have agreed in princi-
ple to phase in tax cuts val-
ued at Œ24 billion ($35.4
billion) a year during their
four-year term. Ms. Mer-
kel has said the move will
boost domestic demand in
Europe’s biggest economy.
But state premiers from
Ms. Merkel’s conservative
CDU have attacked the tax-

cut pledge, which they fear will
threaten their regional coffers and

spending plans.
Ms. Merkel has so far avoided

talking about which welfare or
other government programs might
have to be cut to narrow Germany’s
spiraling budget deficit. The lack of
clarity on fiscal policy has drawn
fire from European Union officials,
some German business groups, and
economists as well as opposition
parties.

The new government’s stance
“looks riddled with compromises”
rather than resembling a coherent
strategy so far, says Alexander
Koch, economist at Unicredit in Mu-
nich. Luxembourg’s Prime Minister
Jean-Claude Juncker last week criti-
cized the new government in Berlin
for undermining EU rules on fiscal
discipline.

Continued from first page

Merkel will face some tough questions during U.S. visit
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Afghanistan’s election commis-
sion declared President Hamid Kar-
zai the winner of the country’s presi-
dential election, canceling a second
round of voting and ending a politi-
cal drama that had thrown the coun-
try into two months of turmoil.

The commission acted a day af-
ter Mr. Karzai’s challenger dropped
out of the race, and hours after
United Nations Secretary-General
Ban Ki-moon arrived to broker a so-
lution to abort the runoff vote
planned for Nov. 7.

Mr. Karzai didn’t comment on
the commission’s decision Monday.
On Sunday, he pledged to abide by
any ruling by the body.

The decision was intended to
save the lives of voters and election
workers, including U.N. election
personnel, who have already been
targeted by the Taliban. The U.N. is
in the process of pulling out some
nonessential staff from Afghani-
stan following an attack last week
that killed five U.N. workers.

A U.N. spokeswoman said Mon-
day the organization was also cur-
tailing its programs across the bor-
der in Pakistan because of security
concerns amid a string of terrorist
attacks. On Monday, a suicide
bomber killed at least 35 people in
Rawalpindi, a garrison town near Is-
lamabad.

“Afghanistan’s election has been
among the most difficult ones the
United Nations has ever sup-
ported,” Mr. Ban said at U.N. head-
quarters in Kabul, surrounded by
dozens of guards with assault ri-
fles.

The conclusion of the election
process puts pressure on Washing-
ton to finalize its Afghan war strat-
egy review, which senior White
House officials said is expected to
continue through this week.

The election’s outcome gives
Mr. Karzai another five years in of-
fice, but leaves his legitimacy—al-
ready contested by the Taliban—in
doubt for many Afghans. Western
officials said the U.S. and its allies
will press him to retain competent
ministers who serve in the current
government and to keep in check

the ambitions of former warlords
who supported Mr. Karzai’s re-elec-
tion bid and expect the spoils of vic-
tory.

Afghanistan’s Independent Elec-
tion Commission, which was ap-
pointed by Mr. Karzai, ordered the
runoff last month, after a U.N.-led
watchdog disqualified as fraudu-
lent about one-third of the votes as-
signed to Mr. Karzai in the August
first round. The runner-up, former
Foreign Minister Abdullah Abdul-
lah, withdrew from the race on Sun-
day, saying the IEC was biased in fa-
vor of Mr. Karzai and couldn’t be
trusted to conduct a free and fair
election. The IEC says it is impar-
tial.

IEC Chairman Azizullah Ludin
said the body decided to declare Mr.
Karzai president without holding
the runoff “to prevent uncertainty
that created a lot of security chal-
lenges for the country.”

Another IEC official, Zekria Bar-
akzai, added that it made no sense
to make “sacrifices” in order to
hold an election whose result was
known in advance as a result of Dr.
Abdullah’s withdrawal.

In coming weeks, the interna-
tional community is likely to advo-
cate a reconciliation between Mr.
Karzai and Dr. Abdullah, something

that would involve granting govern-
ment jobs to Dr. Abdullah’s support-
ers and also require Afghanistan’s
president to embrace some of the
challenger’s policy agenda, diplo-
mats say.

Mr. Karzai had said Sunday that
he wanted the runoff to go ahead as
planned, something that would
have given him an absolute major-
ity at the polls, and a clear mandate
to govern. The U.N., as well as the
U.S. and other nations in its mili-
tary coalition, were unwilling to
risk lives for such a futile exercise
and put pressure on Mr. Karzai to
drop the plan, diplomats said.

British Prime Minister Gordon
Brown called Mr. Karzai on the is-
sue Sunday night, and Mr. Ban ar-
rived in Kabul on Monday morning
for meetings with Mr. Karzai and
Dr. Abdullah.

Mr. Ban pressed Mr. Karzai to
tell the IEC to cancel the vote, offi-
cials said.

Following the IEC decision, the
U.S. government, Mr. Ban and Mr.
Brown rushed to welcome the
move. “We congratulate President
Karzai on his victory in this historic
election and look forward to work-
ing with him, his administration,
the Afghan people and our partners
in the international community,” a

U.S. Embassy statement said.
Mr. Ban said after his meeting

with Mr. Karzai that he also dis-
cussed the security of the vast U.N.
operation in Afghanistan, which em-
ploys some 1,000 international
staff and many more local person-
nel. Taliban insurgents stormed a
Kabul guesthouse housing U.N. elec-
tion workers last week, killing five
international staff, including one
American.

Following the attack, the U.N.
started a review of its security poli-
cies in Afghanistan, advising all
nonessential personnel to travel
outside the country if they have any
leave time due, and moving staff liv-
ing in small guesthouses and pri-
vate homes to larger, more secure
compounds.

“We are certainly in a vulnerable
situation,” said U.N. spokesman
Adrian Edwards. “We have never
been made a target like this before.
There is no going back. Our security
is clearly not up to the job.”

Across the border in Pakistan,
the U.N. took even more radical mea-
sures, withdrawing its staff from
North West Frontier province and
nearby tribal areas affected by the
Taliban insurgency.

The U.N., which lost 11 employ-
ees to militant attacks in Pakistan

this year, plans to reduce the level
of international staff elsewhere in
the country and confine its work to
emergency aid, humanitarian re-
lief, and security operations, said a
U.N. spokeswoman.

The organization was still deter-
mining which programs would be
suspended and how many staffers
would be withdrawn from other
parts of Pakistan, she said.

In the latest of a series of deadly
attacks that struck Pakistani cities
in recent weeks, a suicide bomber on
a motorcycle blew himself up along
a busy commercial strip near Paki-
stan’s military headquarters in Raw-
alpindi on Monday. Dozens were re-
ported injured in a separate explo-
sion in the eastern city of Lahore.

Monday’s attack in Rawalpindi
was the second time in the past
month that militants have pierced
the high-security zone near mili-
tary headquarters there. In mid-Oc-
tober, a raid on the headquarters by
gunmen disguised as soldiers re-
sulted in a 22-hour hostage stand-
off.

“The intensity of the blast was
so strong that it jolted the earth,”
said Muhammad Taj Abbasi, 34
years old, who owns a shop near the
scene of the Rawalpindi attack, a
bank where government employees
were lining up to collect their pay-
checks. “Everyone was running for
safety. … I saw bodies lying on the
ground.”

There was no claim of responsi-
bility, but suspicion fell on the Tali-
ban, who have claimed responsibil-
ity for a series of attacks since early
October. The militants have said
their strikes will continue until the
Pakistani military pulls back from
its current offensive into the South
Waziristan tribal area, a major base
for the Taliban and their al Qaeda al-
lies.

On Monday, the Pakistani gov-
ernment ran newspaper advertise-
ments announcing a $5 million
bounty for information leading to
the death or capture of 19 Pakistani
Taliban leaders, including the mili-
tants’ overall commander, Hakimul-
lah Mehsud.

“These people are definitely kill-
ers of humanity and deserve exem-
plary punishment,” read the adver-
tisement, which ran on front pages
and included photographs of eight
of the wanted men. “Help the gov-
ernment of Pakistan so that these
people meet their nemesis.”

 —Alan Cullison in Kabul and
Rehmat Mehsud in Islamabad

contributed to this article.

Angela Merkel

By Yaroslav Trofimov in Kabul
and Zahid Hussain in Islamabad
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EBRD courts non-EU states

Berlin Wall’s fall marks
better lives, survey finds
But many who lived
behind Iron Curtain
voice economic woes

LEADING THE NEWS

By Charles Forelle

People who lived behind the Iron
Curtain are substantially happier
with life 20 years after the fall of the
Berlin Wall, but express reserva-
tions about democracy, capitalism
and their lot in the modern market
economy, a new survey reports.

Fewer than a third of Ukrainians
approve of the change to multiparty
democracy, according to a wide-
ranging poll by the Pew Research
Center. In Russia, a majority mourns
the Soviet Union, and nearly half say
there ought to be a Russian empire.
In every former Soviet bloc country
polled, fewer people now support
the shift to capitalism than in 1991.
Seventy-two percent of Hungarians
say their economic situation was
better under the Communists.

The survey comes amid a finan-
cial crisis that is straining the ado-
lescent market economies of the old
Eastern bloc, and its findings reflect
mixed—and sometimes paradoxical—
attitudes in Russia and Eastern Eu-
rope.

Overall, majorities—albeit some
slender ones—in every country but
Ukraine approve of the shift to de-
mocracy. Ethnic hostilities, while
persistent, have generally declined,
and majorities or pluralities in all
countries except Hungary and
Ukraine welcome capitalism.

But significant worries remain
about corruption, judicial fairness
and the privileges of the rich and
well-connected. Older people are far
more wary of the new systems than
their younger compatriots.

In one paradox, most nations are
generally more favorably disposed
toward immigrants than in
1991—but also support tighter immi-
gration controls.

In spring 1991, amid the early, tur-
bulent moments of the East’s emer-
gence from Communism, Pew’s pre-
decessor, the Times Mirror Center,
surveyed 12,569 people in nine coun-
tries (the U.K., Bulgaria, Czechoslo-
vakia, France, Germany, Hungary, It-
aly, Poland and Spain) and three So-
viet republics (Lithuania, Russia
and Ukraine). This fall, the Pew cen-
ter returned to those places.

In some ways, the Eastern coun-
tries have converged with Western
ones. Opinions on the European
Union and the North Atlantic Treaty
Organization are generally favor-
able everywhere except Hungary
and the U.K., which are both sour on
the EU.

In other areas, a gap remains.
Roughly twice as many people in the
East disapprove of ethnic and reli-
gious diversity as do their counter-
parts in France, Spain, Germany and
the U.K. (Italy, where 84% have an un-
favorable view of Gypsies, is a West-
ern exception.)

Within the former Eastern bloc,
the financial crisis has amplified dis-
parities: The Czech Republic, Slova-
kia and Poland, which have weath-
ered the turbulence relatively well,
are most welcoming of democracy
and capitalism. However, badly bat-
tered Hungary, Ukraine and Lithuania
are still trying to claw their way back.

Hungary is a notable outlier. Sup-
port for capitalism was 80% in 1991;
it is now 46%. A deep recession has
exacerbated popular dissatisfaction
with the government.

“What people think of capitalism
and democracy is very strongly
linked to what people think of the
government,” says Márk Szabó of
the Perspective Institute in Budap-
est. His firm’s polls show more than
half of Hungarians don’t believe the
government can handle the crisis.
Hungarians’ dismay with the mar-
ket economy has been mounting for
years, Mr. Szabó says, as it becomes
clearer that promised social bene-
fits can’t be sustained.

Similar forces are at work in
Ukraine, where improvements in liv-
ing standards haven’t matched ex-
pectations that surged after the So-
viet Union collapsed.

Politically, the Orange Revolu-
tion in 2004, when street protests
overturned a rigged presidential bal-
lot and brought President Viktor
Yushchenko to power, was supposed
to mark a turning point in Ukraine’s
development as a democracy. But re-
forms haven’t materialized.

“There is complete disillusion-
ment because of unfulfilled prom-
ises and corruption, and disappoint-
ment with the political class as a
whole,” says Yuriy Yakymenko, a po-
litical analyst at the Razumkov Cen-
tre, a think tank in Kiev.
 —James Marson

contributed to this article.

Note: Survey was conducted Aug. 27 to Sept. 24, 2009 among 14,760 respondents: Margin of error +/–5 percentage points                            Source: Pew Research Center

After the fall | In the post-Communist east, a better life but growing suspicions of democracy and capitalism
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QUALITY OF LIFE 

Do you feel your 
life is at a high, 
medium or low 
quality?

DEMOCRACY

Do you strongly 
approve, approve, 
disapprove or 
strongly disapprove 
of the change from 
one political party to 
a multiparty system?

CAPITALISM   

Do you strongly 
approve, approve, 
disapprove or 
strongly disapprove 
that your country 
moved a state- 
controlled economy 
to a market 
economy?

By Paul Hannon

LONDON—The European Union
should map out a new policy for its
relationships with European coun-
tries that aren’t yet members, and
engage with Russia in developing its
strategy, the head of the European
Bank for Reconstruction and Devel-
opment said.

Speaking Monday at a confer-
ence to mark the coming 20th anni-
versary of the fall of the Berlin Wall,
EBRD President Thomas Mirow said
the EU “desperately needs a new ef-
fort on Ostpolitik.”

That is a reference to West Ger-
many’s post-1969 attempt to secure
change in East Germany by working
with its Communist government
and the Soviet Union, rather than ig-
noring them as previous govern-
ments had done.

The EBRD was established in
1991 to help countries emerging
from communism make the transi-
tion to market economies from cen-
trally planned economies. In 2004,
eight of the countries it invests in
joined the EU, followed by two more
in 2007.

But the future for the remaining
European countries that are outside
the bloc is uncertain, Mr. Mirow
said, and the EU should now focus
on developing a framework that will
give them some clarity about their
long-term relationship.

The EU has spent much of the
past decade debating changes to the
way it makes decisions, a process
that produced the Lisbon Treaty,
which appears likely to come into
force after concessions were made
last week to the Czech Republic, the
only country that has yet to ratify it.

WWW.BREITLING.COM
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MARKETPLACE

Publication takes cues from advertisers
Detroit paper gets idea for health series from Humana, defers to retailer on timing of education series

A series of articles that appeared
in Sunday’s Detroit Free Press about
Medicare open enrollment probably
didn’t seem unusual to readers amid
the U.S. health-care debate.

But the idea for the articles
didn’t come from an editor or re-
porter at the newspaper. It came
from health insurer Humana Inc.,
which bought an ad next to one of
the articles, according to executives

at the newspaper
and its publisher.
The origin of the
series shows how

financial pressures are challenging
some of the firmest tenets of news-
papering.

Newspapers tend to think of
themselves as bulwarks of journalis-
tic integrity, shielded from commer-
cial influence. Often, the situation is
murkier. News organizations are
regularly forced to weigh the some-
times-competing concerns of their
business and editorial operations,
particularly as they struggle to re-
tain advertisers.

This spring, for example, the Los
Angeles Times ran a front-page ad
for the NBC drama “Southland” that
resembled a news article. The Times
said the ad was “designed to stretch
traditional boundaries.”

The Washington Post, pursuing a
different kind of attempt to find
new revenue sources, came under
fire recently for a plan, since
aborted, to charge lobbyists and
corporations to attend dinners with
newsroom employees and their
sources. But by taking a story idea
from an advertiser and, in some
cases, placing specific stories in
news sections when and where an
advertiser requests them, the Free
Press is offering them a more direct
line to its news pages than is gener-
ally seen in the industry, where rela-
tionships with advertisers tend to

be more arm’s length than at TV
shows and magazines.

“The expectations for newspa-

pers are very, very different,” says
George Janson, managing partner
and director of print for GroupM,

the media-buying unit of WPP. Mr.
Janson says that by accepting edito-
rial input from an advertiser, the
Free Press risks raising questions
about its editorial independence,
one of the attributes that distin-
guish newspapers from other news
outlets in the minds of many read-
ers. The paper, Mr. Janson added, is
putting itself in “a very precarious
situation.”

Executives of the Free Press,
which is owned by Gannett Co., say
that while the idea for Sunday’s ar-
ticles originated with Humana, the
advertiser had no involvement or
say in them, and the paper under-
took the special Medicare section
because it involved an issue that
was topical and relevant to readers.

“Editorial content needs to re-
main, and does remain, with the
newsroom,” says Paul Anger, editor
and publisher of the Free Press.
“But where we can find the connec-
tions that make sense for marketing
purposes, that’s something that we
need to be open to.”

A Humana spokesman says the
company simply asked whether the
Free Press was planning a special
section on the Medicare enrollment
period and, on learning that it was,
decided to buy an ad in the section.
The 10-page section, titled, “Your
Guide to Medicare,” included a full-
page ad for Humana adjacent to a
question-and-answer feature on
what Michigan’s Medicare recipients
should expect this fall.

The Free Press became part of a
seminal shift in the newspaper in-
dustry a year ago when the Detroit
Media Partnership, the venture that
publishes it and the Detroit News as
part of a joint operating agreement,
decided to shrink the paper and halt
home delivery most days of the
week. The advertising free-fall that
was just gathering momentum in
the newspaper industry was at full
speed at Detroit’s papers, which
were acutely affected by Michigan’s
crumbling economy. The partner-
ship determined that cutting the ris-
ing costs of paper, ink and fuel was
the only way to preserve the two
publications. But that was just part
of a broader reinvention that also
included a new approach to adver-
tisers in which the paper saw itself
more as a business partner.

After meeting with local busi-
nesses to talk about their plans, ex-
ecutives at the publisher decided
they needed to think of themselves
more as advertisers’ “business part-
ners,” Dave Hunke, the partnership’s
former chief executive, said at the
time. Since then, Mr. Hunke’s suc-
cessor, Susie Ellwood, has helped
usher in a new era of collaboration.

The new approach was in effect
in late August when a media buyer
with Humana asked an ad-sales rep-
resentative at the partnership if the
Free Press had plans to write about
open enrollment for Medicare, ac-
cording to Ms. Ellwood.

The ad rep then floated the idea
to the partnership’s Client Solutions
group, which Ms. Ellwood says was
set up a couple of years ago, in part
to act as a liaison between the busi-
ness and news staffs.

The group, in turn, took the idea
to the newsroom, where Mr. Anger
said he and senior managing editor
Jeff Taylor were “interested and
amenable” to the story, given the
continuing health-care reform ef-
fort.

They decided to make Medicare
open enrollment—the end-of-year

window in which Medicare recipi-
ents can change their plans—the fo-
cus of a section of articles on senior
health, a topic they say they had al-
ready planned to cover.

The sales staff then sold the
package to other advertisers, includ-
ing Detroit insurer Health Alliance
Plan, Ms. Ellwood said. There was
no indication in the section that Hu-
mana had played a role in its con-
ception.

The publisher has redrawn other
traditional boundaries., including by
allowing advertisers to buy space
next to individual articles in sec-
tions normally reserved for hard
news. On consecutive Sundays in
late September, the Free Press ran
education-related stories in its front
section—one about the benefits of
K-8 schools and another about pro-
grams to help financially strapped
schools and students.

Both articles appeared above ads

for Target touting the retailer’s ini-
tiatives to help Detroit-area schools.
Generally, papers make layout deci-
sions within the newsroom, not in
connection with ad placements.

The Free Press’s Mr. Anger says
Target had no involvement in the
decision to write about the topics
covered in those articles. But Target
did have a say in when they ap-
peared in the paper. It had asked
the publisher about its plans for ed-
ucation coverage, which led to a
conversation with the newsroom.

After the publisher relayed to
Target the stories the paper had
planned, Target said it wanted the
stories and accompanying ads to ap-
pear on Sept. 20 and Sept. 27, when
it could reach the biggest possible
audience.

A Target spokesperson con-
firmed the collaboration, saying,
“Target works with our media-out-
let partners to ensure our marketing
placement, whether in print, broad-
cast or digital, makes good business
sense, is most relevant to our guests
and respects all applicable media
guidelines.”

Such cooperation might not reg-
ister as an ethical breach at many
magazines, where editorial staffs
have a more symbiotic relationship
with advertisers. Even at newspa-
pers, publishers regularly allow
businesses to specify the section in
which they want their ads to appear.

But for both practical and philo-
sophical reasons, most papers don’t
sell ads next to specific articles,
particularly ones that appear in
news sections, or let advertisers
pick the run dates.

Some newspaper executives say
it is about time to change newspa-
pers’ famously staunch ways and at
least consider that ideas that come
from advertisers aren’t inherently
bad ones.

“One of the things I think news-
rooms have to realize,” Mr. Anger
says, “is we’re here to cover the
news in an unvarnished way, but
we’re also here to facilitate com-
merce.”

BY RUSSELL ADAMS

Target worked with the Free Press’s publisher to place the article above.
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The origin of the series

shows how financial

pressures are challenging

some of the firmest tenets of

newspapering.
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Bankers blast FSA’s ‘too big to fail’ push
Regulation is needed
but not based on size;
get ready, Sants says

U.K. to tighten hold on RBS but not Lloyds

Regulators like contingent capital, but who will buy it?

chief executives: Lloyds CEO Eric
Daniels is rosier about the economic
recovery and believes the worst is
behind his bank, while RBS CEO
Stephen Hester is more cautious
and said recently that the insurance
is “essential” for the bank.

Mr. Daniels also was in a position
to gain more from exiting the insur-
ance program, because it will help
him justify Lloyds’ acquisition of
troubled lender HBOS PLC. Mr.
Daniels has been roundly criticized
for the purchase, because losses
from HBOS triggered Lloyds’ need
for the insurance program when it
was first launched.

To avoid participating in the
plan, Lloyds is expected to an-
nounce as early as Tuesday its effort
to raise £21 billion in capital to ab-
sorb losses on its own, through a
£13.5 billion rights issue, in which ex-
isting investors buy shares at a dis-
count, and £7.5 billion through the is-
suance of contingent capital, or secu-
rities convertible into equity if the

bank hits trouble. The offer will be
priced at a discount of as much as
40% to Monday’s closing share price
of 85 pence. That would put the sub-
scription price for the rights issue at
about 50 pence.

U.K. Treasury Chief Alistair Dar-
ling had also looked at insisting that
Lloyds remain in the asset insurance
program. Now the government will
need to chip in billions of pounds for
its share of the rights issue, and Mr.
Darling faces a tricky sell to a British
public tired of bailing out the banks
they blame for the recession. The
government will portray the deci-
sion to allow Lloyds to raise cash
through a rights issue as one that al-
lows them to share the risk with in-
vestors, as the insurance program
would see the taxpayer take all the
risk and the state’s stake in the bank
rise to 65% from its current 43%.

In contrast, RBS will confirm its
participation in the government
plan, which will insure a £280 bil-
lion pool of troubled loans and in-
vestments. Under the terms of the

plan, RBS would shoulder some £60
billion in “first losses,” including
losses the bank has already taken.
The £60 billion is more than the £42
billion in first losses that the bank
previously had agreed to.

To help it absorb those, RBS will
take a £25.5 billion cash injection
from the government that will be
turned into special non-voting
shares. It also will pay an annual fee
in the “high hundreds of thousands”
of pounds to the government.

Unlike the up-front fee agreed to
in February, the annual fee will give
RBS more flexibility to exit the pro-
gram should conditions improve.
RBS also won’t have to give up sev-
eral billion pounds in tax credits
that it had agreed to.

RBS’s estimation that it will take
a total of £60 billion in initial losses
under the plan “raises further ques-
tions about the quality of its balance
sheet,” said Credit Suisse analyst
Jonathan Pierce.

 —Dana Cimilluca and Margot
Patrick contributed to this article.

Continued from first page

By Adam Bradbery

LONDON—Bankers hit back at
proposals from the U.K. Financial
Services Authority to force systemi-
cally important banks to hold more
capital.

At an FSA conference Monday on
how to regulate banks and other
firms that are deemed “too big to
fail,” the bankers said big banks
have virtues of their own and basing
a capital requirement solely on size
would crimp economic activity.

“I would suggest that being pe-
nalized in the form of higher capital
requirements or other regulatory
measures simply because of size is
wrong; in fact it could it could be a
distortive force,” said António
Horta-Osório, chief executive of
Banco Santander SA’s Abbey Na-
tional PLC.

He said measures to reduce the
risks posed by systemically impor-
tant banks need to focus instead on
firms that are complex in nature,
trade with a large number of coun-
terparties, are highly leveraged and
rely on vulnerable sources of fund-
ing.

Josef Ackermann, chairman of
the management board of Deutsche
Bank AG and chairman of the Insti-
tute of International Finance, which

represents the views of financial in-
stitutions around the world, said
large banks are uniquely placed to of-
fer a variety of funding sources to
companies.

“Large banks are the most effi-
cient in providing the sort of ser-
vices needed by multinational com-

panies—in other words the compa-
nies that form the bedrocks of our
economies,” Mr. Ackermann said.

FSA Chief Executive Hector
Sants told delegates at the confer-
ence that systemically important
firms will likely face tougher regula-
tory requirements.

“Not all systemic firms have rec-
ognized they need to consider a root-
and-branch review of their business
models to ensure they have fully
taken on board the collective impact
of the changes that are emerging,”
he said.

The FSA chief said the process by

which regulators sign off on a firm’s
blueprints for dealing with its own fi-
nancial turmoil and winding itself
down will be challenging. He said
companies will need to show man-
agement actions during financial
turmoil will reduce risk and support
recovery. They will have to show
they can withstand the failure of the
counterparty to the largest chunk of
their transactions.

These challenges mean regula-
tors need to “second-guess” the
judgments of firms’ senior manage-
ment, Mr. Sants said.

The FSA published a discussion
paper last month that said there is a
“strong case” for applying some
form of capital—and possibly liquid-
ity—surcharge to systemically im-
portant banks.

The FSA also wants banks to cre-
ate blueprints—or so-called living
wills—on how to wind themselves
down if they run into difficulties. It
said last month that banks may need
to split their retail businesses from
riskier trading operations if these
wills show their business structures
are too complex.

Mr. Ackermann said that al-
though he agreed banks must sim-
plify their structures and have con-
tingency plans in place to deal with
problems, meaningful living wills
would be difficult to produce and
could produce weak companies.

“Detailed living wills … would be
very theoretical and lead to ineffi-
cient corporate structures that
would create trapped pools of capi-
tal,” Mr. Ackermann said.

LEADING THE NEWS

By Duncan Kerr

Regulators are sold on the value
of “contingent capital” as a way to
automatically steady banks in a
time of crisis. The next step is to sell
them to investors.

Contingent capital, which comes
in the form of bonds that convert
into common equity in an emer-
gency, has gained regulatory back-
ing from both sides of the Atlantic,
support that it is hoped will hasten
the birth of a new asset class.

No bank has raised contingent cap-
ital in this form before, but bond origi-
nation and structuring specialists at
investment banks are hard at work
preparing issuance for the first time.

The instrument fits with regula-
tors’ desire for banks to have strong
enough reserves of capital to sur-
vive tough times. At its simplest,
contingent capital is debt funding
that a bank raises amid stable eco-
nomic conditions but which con-
verts into equity capital when cer-
tain triggers are breached.

“Effectively, it allows the issuer
to raise core capital in good times
that will be there in bad times,” said
Amir Hoveyda, head of debt capital
markets for Europe, the Middle East
and Africa, at Bank of America Mer-
rill Lynch in London.

There are already a few forms of
capital that transform into other
kinds of capital, but none share all the
characteristics of contingent capital.

For the issuing bank, selling con-
tingent capital makes some sense, in
so far as they have the capital to de-

ploy when required, thereby reduc-
ing the risk of a government taking a
stake or nationalizing it.

The difficulty in selling this new
form of capital, however, is finding
investors willing to buy it. Investors
buying a contingent-capital bond
would incur a penalty on its conver-
sion to equity, while existing share-
holders in the bank would see their
holding substantially diluted. But
faced with the alternative of the
bank collapsing, incurring some
losses might be easier for investors

to swallow than losing everything.
Regulators believe that with

bondholders aware of the possibil-
ity that the debt could be converted
into equity, it could force more mar-
ket discipline on big banks.

Even with the inherent risk in
buying contingent capital, and with
the torrid time investors in other
forms of hybrid bank capital have ex-
perienced in the wake of the crisis,
interest in the idea is increasing.

 —For more, visit
efinancialnews.com

Hector Sants, the CEO of the U.K.’s Financial Services Authority, said some companies aren’t aware they will need to review
their entire business models in the face of planned regulatory changes. Above, he leaves the Treasury after a July meeting.

*Later converted to ordinary shares
** Anticipated

RBS

Oct. 13, 2008:
Government purchases £15 billion of 
ordinary shares and £5 billion of 
preference shares* to help 
struggling RBS

Feb. 26, 2009:
RBS reaches an initial agreement 
with the treasury to insure £300 
billion in bad assets under the 
government insurance plan, in 
exchange for a fee that could see 
the government stake rise to more 
than 80%

November 2009**:
RBS confirms participation in 
government insurance plan, 
bringing government stake to 84%

Lloyds

Oct. 13, 2008:
Government purchases £17 billion of 
ordinary and preference shares to 
help ailing Lloyds and HBOS*

March 7, 2009:
Lloyds reaches an agreement with 
the treasury to insure some £250 
billion in bad assets under the 
government insurance plan in 
exchange for a fee that could see 
the government's stake in the bank 
rise to around 65%

Aug. 5, 2009:
Lloyds posts first-half loss of £4 
billion but says worst of loan 
impairment charges are behind it

November 2009**:
Lloyds exits government insurance 
and aims to raise some £21 billion in 
capital in the market

Divergent paths
Outcomes for Lloyds and RBS on government asset insurance
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MARKETPLACE

In a rut? Tap into your creativity
Block out time, have paper and pen handy to help unlock your inner muse

Standing out in a crowded mar-
ketplace isn’t always easy. And
these days, people have seen it all,
which means you might only get
ahead if you use a compelling and
unique approach like Pat Lencioni’s
to present your ideas.

Several years ago, Mr. Lencioni,
44 years old, of Lafayette, Calif.,
was a Bain & Co. consultant who
loved writing screenplays and fic-
tion pieces on the side. He didn’t
move to Hollywood or New York
City to pursue his passion.

Instead, Mr. Lencioni stayed
where he was—in the business
world—and used his talent to break
out of the typical managem-
ent-consultant mold. He began writ-
ing business books that read like
novels and featured real characters
to which textbook- and theory-fa-
tigued readers could relate. In “The
Five Dysfunctions of a Team,” for
example, the fictional Decision-
Tech’s new CEO, Kathryn, must
unite a fractured executive team.

Many say Mr. Lencioni’s parables
have sold over 2.5 million copies be-
cause they attract people who need
to be better managers but don’t
want to read a traditional business
book to do it. “The plot-driven ap-
proach makes people want to read
to the end,” says Mr. Lencioni.
“Readers are also more comfortable
passing the books on to friends be-
cause they personally enjoyed them
and were able to learn without a lot
of effort.”

So, how do you infuse your day
with creativity if it’s not your natu-
ral strong suit?

First, block out some time on
your calendar to think about it.
When you set aside time to do
something, you elevate its impor-
tance in your mind.

Practice clearing your head of all
of your everyday concerns, turn on
some music, and let your mind wan-
der. If you’re having trouble letting
go, ask one of your artistic friends
what she does to get in the right
frame of mind and try adapting that
technique to make it your own.

It also helps to look at your life
and business from a different per-
spective. In providing career advice
during this recession, for instance, I
often pretended I was the person I
needed to reach—a reader who was
out of work. I asked myself, “What
information do I need right now,
and how would I best like to receive
it?”

If your daily reading consists of
one paper or online publication and
Google news, you might try expand-
ing your horizons.

In particular, today’s literary fic-
tion and narrative nonfiction books
are often worded so eloquently that
they can’t help but inspire you to
express yourself in a more creative
way.

If you read before going to sleep,
be sure to keep a pen and a note-
book by your bed to jot down ideas
that come to you in the middle of
the night.

You might also want to start car-
rying a pad and pencil with you
when you commute or travel. Inevi-
tably you’ll overhear or see some-

thing that provokes an interesting
train of thought.

Mr. Lencioni suggests forcing
yourself into an uncomfortable situ-
ation to get your mind going—like
doing manual labor if you’re a high-
ranking executive, for example.

Sometimes just getting out of
your comfort zone can spark cre-
ative ideas. “And finally,” he says,
“you have to be willing to throw
stupid ideas out [there], or ideas
that no one believes in but you.”

Recognize that creativity doesn’t
understand deadlines. Because you
can’t depend on a terrific idea to
show up at a certain point, you
might try to build in long timelines
for projects that require creative
zeal and try not to put a lot of pres-
sure on yourself.

Once you’ve begun to think more
creatively, look for ways to apply
this change at work, from suggest-
ing new projects to discussing proj-
ects in a new way.

—Alexandra Levit is a business
and workplace author and

speaker.

BY ALEXANDRA LEVIT

feel better. A wide variety of home
remedies involve drinking (or gar-
gling with) hot water with some
other substance—from tea and
lemon to garlic and vinegar. Some
make more intuitive sense than oth-
ers. Honey helps coat sore throats
so that swallowing isn’t so painful.
A teaspoon of cayenne pepper, also
known as capsicum, is said to spur
blood flow and add warmth to the
body.

The CDC does caution people
who come down with the flu to see
a health-care provider if they are
over age 65 or under age five, are
pregnant or have an underlying con-
dition such as diabetes, AIDS or
lung, liver, heart or kidney diseases.

Otherwise, stay home, rest, drink
fluids—and wash your hands thor-
oughly, something that practitioners
of holistic, herbal, homeopathic and
conventional medicine all recom-
mend.

Email: healthjournal@wsj.com

Continued from page 31

Some remedies
that claim
to ward off flu
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When elder care is an issue in relocation
Helping to craft creative solutions for people who transfer to a job with a ‘trailing parent’ problem

As the jobless rate heads higher,
you may need to relocate for work.
But how can you cope when you or
your spouse cares for an older par-
ent? Your decision could crimp your
chance to advance or accept em-
ployment.

Betty Priday faced this ticklish
predicament earlier this year. The
information-technology analyst lost
her job at a health-care products
distributor when she refused to join
her Wisconsin unit’s move to Ohio.
Because her seriously ill mother had
lived with her since October 2006,
relocation “didn’t make any sense,”
and she didn’t seek help from her
employer, Ms. Priday says.

Five weeks after the layoff, the
analyst’s 90-year-old mother died
March 8. Ms. Priday remained job-
less until August. She is now a part-
time contractor for a high-tec-
hnology recruitment firm.

Elder-care issues complicate re-
location, prompting more busi-
nesses to help transferees responsi-
ble for aging relatives. In the U.S.,
about 21% offer elder-care aid, up
from 18% in 2006, concludes a 2009
relocation survey of 320 concerns

by Atlas Van Lines. The most popu-
lar assistance costs little: providing
a list of elder-care facilities in the
new locale.

Yet even without a generous em-
ployer, you can craft creative solu-
tions for a “trailing parent” prob-
lem. Consider the approaches
pursued by three top executives.
One is Catherine Wolfe, an American
whose Dutch employer Wolters Klu-
wer NV transferred her and her 83-
year-old mother to London. And
while Gillette Co.’s chief executive,
James M. Kilts used a corporate
apartment near its Boston head-
quarters to avoid uprooting his eld-
erly mother-in-law, Safeco CEO
Paula Rosput Reynolds moved her
sick 93-year-old father to Seattle on
a company plane soon after assum-
ing command there.

Ms. Wolfe’s mother lived in
Santa Rosa, Calif., until her health
deteriorated. In 2005, the retired pi-
ano teacher bought a condominium
blocks from her daughter’s home in
Highland Park, Ill., so “I would be
there to care for her,” remembers
Ms. Wolfe, then a vice president of
a Wolters Kluwer unit.

Late the following year, the glo-
bal publishing company offered to

make Ms. Wolfe head of its U.K. op-
eration starting in April 2007. She
decided to take the promotion if her
mother came along. Ms. Wolfe nego-
tiated a package that included mov-
ing and housing her mom overseas.

Chief Executive Nancy McKinstry
made a policy exception for the first
time in her tenure to pay for the
mother’s flight, furniture shipment
and apartment about five kilometers
from Ms. Wolfe’s new home in Sur-
rey, England.

In exchange for this unusual
help, Ms. Wolfe says she relin-
quished certain financial benefits
and works harder. She recently ex-
tended her two-year expatriate as-
signment to four years.

Ms. McKinstry says the situation
worked out so well that she would
consider making an exception again.
A happily relocated family “ulti-
mately benefits the company,” she
says.

When Gillette hired Mr. Kilts in
2001, the ex-head of Nabisco Hold-
ings Corp. already had spurned
other CEO opportunities because
they required relocating his family
from Rye, N.Y. His wife wouldn’t
move because she was the main
caregiver for her mother.

“The mother-in-law was the key
issue,” Mr. Kilts recollects. Now 96,
she still completes crossword puz-
zles.

Gillette agreed to foot the
$3,000-a-month tab for its leader’s
two-bedroom Boston apartment. He
says he was able to negotiate the
perquisite partly because his $1 mil-
lion initial salary was comparatively
low to “relevant” CEOs. He typically
occupied the apartment Monday
through Thursday, then returned to
Rye to work Friday from a Gillette
office there.

His long-distance commute
worked so well that staffers sought
his advice about managing their
transfers and conflicting family
needs. “See if you can come to some
accommodation” with the company,
Mr. Kilts suggested.

Mr. Kilts went on to become a
founding partner of Centerview
Partners, a private-equity firm, after
Procter & Gamble Co. acquired Gil-
lette.

As her mother lay dying seven
years ago, Ms. Reynolds vowed to
look after her father. She kept her
word. He developed congestive
heart failure and moved into her
home in 2004, the year she married

another chief executive.
Ms. Reynolds then ran AGL Re-

sources Inc. in Atlanta; her husband,
Stephen, led Puget Energy Inc. in
Bellevue, Wash. The couple lived
apart until she joined Safeco, a ma-
jor insurer, in early 2006.

With her father too frail to fly
commercial, Ms. Reynolds insisted
that a corporate aircraft relocate
him. “I wouldn’t have thought of
asking for multiple things,” she ex-
plains. A private jet ferried the CEO
and her dad to Seattle.

Ms. Reynolds and her husband
arranged nursing care, bought a
house with an elevator and installed
her father on the floor above their
bedroom. Living with a dying parent
created new challenges, however.

She opposed institutionaliza-
tion—even though her dad’s breath-
ing difficulties sometimes forced
her to leave work and drive him to
the emergency room.

In February 2007, “he died in his
own bed. You can’t put a price on
that,” recalls Ms. Reynolds. She left
Safeco after it was acquired in Sep-
tember 2008, then served as chief
restructuring officer of American
International Group Inc. until this
fall.

BY JOANN S. LUBLIN
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CORPORATE NEWS

Ford reports profit, lifts forecast
Earnings approach $1 billion on strength at credit arm and in North America

Ford Motor Co. reported nearly
$1 billion in profit for the third
quarter, the result of renewed
strength at its credit arm and vastly
improved operations in North Amer-
ica.

The company on Monday posted
profit of $997 million, or 29 cents a
share, compared with a year-earlier
loss of $161 million, or seven cents a
share.

Revenue fell to $30.9 billion from
$31.7 billion.

The Dearborn, Mich., auto maker
also revised its forecast, saying the
company would be “solidly profit-
able” in 2011. It had previously said
only that it would break even by
2011.

“We are very pleased with the
progress we have made so far this
year,” Ford Chief Executive Alan
Mulally said in a conference call.
But he also cautioned that “our
transformation is far from com-
plete.”

The quarterly profit suggests
that Ford is turning the corner and
could meet its goal of posting a full-
year profit for 2011. The absence of
items that had propped up earnings
in previous quarters also offered en-
couragement that the company is on
track to achieve full-year profitabil-
ity.

Ford’s North American unit
posted a pretax profit of $357 mil-
lion, not including items. A year
ago, the division had a $2.6 billion
loss excluding items. The North
American operation last reported an
operating profit more than four
years ago. Higher pricing for Ford
vehicles and a higher U.S. market
share helped lift North American
revenue 21% to 13.7 billion.

The company’s lending arm, Ford
Motor Credit, reported profit of
$427 million, up from $95 million.

Analysts cheered Ford’s results,
and the company’s stock was up
about 7% in afternoon trading. Fitch
Rating raised the company’s stand-
ing to positive from stable.

Ford’s debt load remains a con-
cern, however. At the end of the
third quarter, Ford had $23.8 billion
in gross cash but total debt of $26.9
billion. The debt is expected to in-

crease by $7 billion to $8 billion be-
cause of payments the company is
scheduled to make to a new fund
that covers the cost of retiree health
care.

And Ford still faces challenges in
two of its biggest markets.

In the U.S., auto sales remain
sluggish. Auto makers expect to sell
about 10.5 million cars and light
trucks in the U.S. this year, well be-
low the 16 million or more they
were selling earlier in the decade.
Meanwhile, the United Auto Work-
ers rejected contract concessions.

In Europe, Ford and other auto
makers are bracing for a slowdown
when governments end incentives to
scrap older vehicles that have
boosted sales of new cars for the
past year or so.

Still, Chief Financial Officer
Lewis Booth said he expects the
auto maker to report positive cash
flow and Ford Credit to remain prof-
itable in the current quarter. Ford
Credit’s earnings rose to $427 mil-
lion in the third quarter from $95
million a year earlier.

Mr. Booth and Mr. Mulally de-
clined comment on the proposed
new contract for UAW members and
said the company remains in talks
to sell its Volvo unit to China’s
Geely Automobile Holdings Ltd.

Ford reported profits in all divi-
sions except its Volvo unit, which
narrowed its pretax operating loss
to $135 million from $458 million.

The South America unit’s profit
fell to $247 million from $480 mil-
lion because of unfavorable curren-
cy-exchange rates. The unit’s reve-
nue fell 22% to $2.1 billion.

Europe’s pretax operating profit
rose to $193 million from $69 mil-
lion. Revenue fell 21% to $7.6 billion.

The Asia-Pacific-Africa unit’s
profit jumped to $27 million from
$4 million. The company cited cost
reductions, higher vehicle pricing
and reduced incentives to buyers.
Revenue fell 11% to $1.5 billion.

The auto maker forecast full-year
2009 U.S. industry sales of 10.6 mil-
lion new vehicles, consistent with
its prior outlook. For Europe, the
company increased its forecast to
15.7 million vehicles.

BY MATTHEW DOLAN
AND JEFF BENNETT

Ford’s operating profit in North America was the segment’s first in more than four years. Above, workers built cars at the

company’s Chicago assembly plant in August.
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Note: Excludes Volvo results Source: the company

Turning around
Ford pretax operating profit/loss by region
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Renault offers know-how, but not cash, to Avtovaz
PARIS—Renault SA is prepared

to provide its Russian partner OAO
Avtovaz with its technology and
know-how but has told Russian au-
thorities it isn’t willing to inject
cash into the country’s leading car
maker, a Renault executive said.

Christian Esteve, head of Re-
nault’s Russian operations, told
journalists the two companies on
Nov. 10 will present the Russian au-
thorities with their latest proposals
for Avtovaz’s survival by revamping
its business plan and reinforcing its
core vehicle-making business. Re-
nault bought a 25% interest in Av-
tovaz in early 2008.

Autovaz, which is struggling to
survive, is seeking massive injec-
tions of cash from its main share-
holders, which include the Russian
state, Russian holding company Rus-

sian Technologies and Russian in-
vestment bank Troika Dialog.

Mr. Esteve, who took over as
head of Renault’s Russian opera-
tions this year, said Monday he has
never considered that he had been
given an ultimatum by Prime Minis-
ter Vladimir Putin to help Autovaz
financially. Mr. Putin in September
said Renault could have its 25%
stake in Autovaz diluted if it doesn’t
contribute to the bailout.

Mr. Esteve declined to put a
value on Renault’s contribution to
the Autovaz rescue plan. Negotia-
tions on how Renault will make a
contribution that allows it to pre-
serve its 25% shareholding will con-
tinue in the coming months, Mr. Es-
teve said. A debt for equity swap is
one possibility.

A proposal being studied is to
create a common vehicle plat-
form—the parts of a car not visible

from the outside—which will be
used to make new vehicles at Au-
tovaz’s plant in Togliatti, Russia, for
the brands of Renault, Autovaz and
Renault’s alliance partner, Nissan
Motor Co., he said.

This plan would mean additional
production of 300,000 vehicles an-
nually at the sprawling facility and
part of Renault’s contribution would
be to re-equip the production line.
That could involve providing al-
ready-amortized tooling from other
Renault plants, as the French com-
pany has done successfully with its
Romanian subsidiary, Dacia.

Autovaz’s original agreement
with Renault calls for the Russian
company to make two vehicles
based on the platform used for the
Renault/Dacia low-budget Logan. If
adopted, the new plan would involve
Renault making two new models
and Nissan making one based on the

same platform, Mr. Esteve said.
Mr. Esteve said negotiations with

Autovaz’s stakeholders, including lo-
cal and national authorities, are
likely to take several months. “In my
experience, negotiations like these
could take until next summer,” he
said.

A major hurdle for Autovaz’s re-
turn to profitability is the massive
job cuts that are required to lower
the company’s fixed costs. Mr. Es-
teve said Autovaz is under pressure
to spread the cuts over a long pe-
riod, some are suggesting 18
months, to make the downsizing as
painless as possible.

Renault’s involvement in Autovaz
is a long-term affair, Mr. Esteve
said, adding that the Russian auto-
mobile market will eventually re-
cover to sell three million vehicles
annually or more, after slumping
more than 50% this year.

BY DAVID PEARSON

Auto makers
in Japan raise
their forecasts

TOKYO—Three Japanese car
makers reported slumping earnings
but raised their projections for their
full fiscal year, amid signs that cost-
cutting is beginning to pay off.

The upgraded forecasts coincide
with data from the Japan Automo-
bile Dealers Association showing
that Japan’s auto sales for October
jumped 12.6%, the third straight
monthly increase, highlighting the
improving business environment for
domestic auto industry.

Suzuki Motor Corp. posted a
63% drop in net profit for the six
months ended September, while
Daihatsu Motor Co., the small-car
manufacturing subsidiary of Toyota
Motor Corp., said its net profit
dropped 41% in its second quarter,
ended in September. Fuji Heavy In-
dustries Ltd., meanwhile, reported
a loss for the six months through
September.

Suzuki and Daihatsu raised their
profit forecasts for the full fiscal
year ending March 2010, while Fuji
Heavy said it now sees a narrower
net loss than previously expected.

In upgrading their projections
for the full fiscal year, the three
companies join Honda Motor Co.
and Mazda Motor Corp., which both
raised their outlooks last week.

The projections are encouraging
for Toyota and Nissan Motor Co.,
both of which are scheduled to re-
lease earnings this week.

The upbeat forecasts underscore
the improvements auto makers have
made in becoming leaner and more
cost-effective in the wake of last
year’s industrywide decline.

Suzuki, the maker of small cars
and motorcycles, posted a net profit
of 12.51 billion yen ($139 million) for
the six months ended Sept. 30. This
was sharply down from 34.23 billion
yen profit a year earlier, as slack
sales in Japan, North America and
other markets canceled out solid
sales in India, Germany and the U.K.

Sales tumbled 31% to 1.182 tril-
lion yen in the first half.

“For the second half, we need to
watch how the yen’s strength will
develop. Incentives ending in some
countries is also a focal point,” said
Osamu Suzuki, Suzuki’s chairman
and chief executive.

The company raised its forecast
for the fiscal year ending March,
partly encouraged by better-than-
expected first-half results. Suzuki
now expects a net profit of 15 billion
yen, stronger than its earlier esti-
mate of a five billion yen net profit.
It kept its revenue projection at 2.3
trillion yen.

Daihatsu’s fiscal second-quarter
net profit of 3.25 billion yen was
down sharply from 5.52 billion yen
a year earlier, as weaker sales of
small cars in Asia dented the bot-
tom line. Sales fell 17% to 363.2 bil-
lion yen.

The Osaka-based company raised
its net profit outlook for the full fis-
cal year to 13 billion yen from eight
billion yen, and lifted its sales fore-
cast to 1.45 trillion yen from 1.4 tril-
lion yen.

Fuji Heavy, which is 16%-owned
by Toyota, posted a net loss of 21.73
billion yen for its fiscal first half,
compared with a year-earlier net
profit of 4.4 billion yen.

Sales dropped 15% to 635.55 bil-
lion yen in the first half.

BY YOSHIO TAKAHASHI
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MARKETPLACE

Could raw onions help ward off the flu?
A look at some of the newest, and oldest, alternative remedies; be wary of false claims from marketers

Heard the one about the raw on-
ion?

With concerns over the H1N1 flu
rising and supplies of vaccine run-
ning scarce, it’s no surprise that al-
ternative remedies are circulating
on the Web.

According to one widely circu-
lated email, during the flu epidemic
of 1918 that killed 40 million people,
a doctor visiting a farmhouse where
everyone stayed healthy observed
that the family kept an unpeeled on-
ion in each room. He examined one
under a microscope and saw that
the onion had indeed absorbed flu
virus.

The same email
mentions a modern-
day hairdresser
whose employees

stopped getting the flu after she
placed onions around the shop, and
a pneumonia sufferer who put a raw
onion in a jar by the bed and woke
up feeling much better, although the
onion was a rotting mess.

This and other folk reme-
dies—such as soaking socks in vine-
gar to draw out toxins—are sparking
a volley of discussion on blogs and
bulletin boards. Some posters are
adding their own twists, such as
chopping or boiling the onion and
inhaling it with a towel over the
head. “You sir are a saviour,” wrote
another poster on the Web site
abovetopsecret.com. “Me and my 13-
month-old daughter have been sick
for a week. Boiled some onions and
left them on the coffee table for an
hour, she is now walking around and
I feel so much better. Thanks.”

According to the U.S. Centers for
Disease Control and Prevention, the
officially sanctioned vaccine is the
only proven way to prevent the
H1N1 virus, and the antiviral drugs
oseltamivir (trade name Tamiflu)
and zanamivir (trade name Relenza)
are the only proven ways to shorten
its duration. “There is no scientific
evidence that any herbal, homeo-
pathic or other folk remedies have
any benefit against influenza,” the
CDC says.

The U.S. Food and Drug Adminis-
tration, which has adopted a “no
tolerance” policy on bogus H1N1
claims, has sent 75 warning letters
to marketers of products that claim
to fight the virus, from air filters
purporting to neutralize sneezes to
counterfeit Tamiflu. “We feel these
products pose a serious threat to
the public health, not only because
people can get a false sense of pro-
tection and not seek appropriate
care, but because some may do ac-
tual harm,” says Gary Coody, the
FDA’s national health fraud coordi-
nator. About 85% of the businesses
warned have either removed their
H1N1 claims, stopped selling their
products or taken their Web sites
down, Mr. Coody says.

Coalitions of groups representing
herbal and dietary supplement man-
ufacturers, and the American Asso-
ciation of Homeopathic Pharmacists,
have also issued statements saying
there is no scientific data support-
ing the use of their products to
treat swine flu, and urging market-
ers to refrain from making such
claims.

But old folk and alternative rem-
edies live on, and some marketers
have simply dropped the references
to “swine” or “H1N1 and are con-

tinuing to peddle products for “flu-
like symptoms,” which often overlap
with those of the common cold. A
look at some of the newest, and old-
est, flu remedies:

� Onions.
Biologists say it’s highly implau-

sible that onions could attract flu
virus like a bug zapper traps flies:
Viruses require a living host to rep-
licate and can’t propel themselves
out of a body and across a room.

But the idea that onions have
medicinal properties goes back mil-
lennia and spans many cultures.
Egyptians thought the concentric
spheres were fertility symbols. An-
cient Greeks rubbed onions on sore
muscles, and early Americans used
them to treat coughs and colds.
Herbalists note that the World
Health Organization recognizes on-
ion extracts for providing relief in
the treatment of coughs and colds,
asthma and bronchitis. As with most
home remedies, there have been few
scientific studies with humans—and
none on record involving raw onions
placed across a room.

� Garlic.
Folklore has it that, like onions,

raw garlic can attract viruses from
the air, which is why some Russian
and Central European parents put
cloves of garlic in children’s pockets
or draped garlic necklaces around
their necks. (Garlic hung in windows
or chimneys was believed to ward
off vampires and werewolves, too.)

Garlic proponents say it has a
long list of health benefits, from
lowering cholesterol to preventing
cancer to countering colds and flu.
Studies have shown that garlic can

kill viruses, bacteria and fungi in
test tubes, but here too, there have
been few clinical trials involving hu-
mans, and there’s no consensus on
the most appropriate dosage.

With both garlic and onions, it’s
possible odor plays a role. “Maybe
they just kept people distant from
each other, and when you do that,
you make it harder to transmit the
virus,” says William Schaffner,
chairman of preventative medicine
at Vanderbilt University School of
Medicine. He offers his own classic
flu remedy from his Swiss-German
heritage: “You go to bed in a four-
poster bed. You put a hat on one of
the posts and drink Schnapps, and
when you see two hats, you are no
longer bothered by symptoms of in-
fluenza.”

� Hydrogen peroxide.
According to a theory developed

in the 1920s, colds and flu germs
enter in the body via the ear canal.
That dovetailed with an old Euro-
pean practice of cleaning ears with
hydrogen peroxide to kill off invad-
ing germs. Two or three drops in
each ear at the first sign of infection
supposedly shortens the illness. It’s
unclear if there have been scientific
studies of this. But H202 is known
to be antibacterial and antimicro-
bial; some physicians injected it di-
rectly into patients during the 1918
flu outbreak, with mixed results. If
nothing else, H202 does effectively
break up ear wax.

� Homeopathy. Practitioners of
this form of alternative medicine
like to boast that during the 1918
epidemic, patients treated homeo-
pathically had a mortality rate of

just 1%, compared to 28% among pa-
tients treated conventionally, ac-
cording to one historical account.
But in his book “The Great Influ-
enza,” John M. Barry says the over-
all death rate wasn’t nearly 28%. “If
that were so, the United States
alone would have had several mil-
lion deaths” instead of the esti-
mated 500,000, he writes. He also
notes that such results were self-re-
ported, and it would be easy for ho-
meopaths to attribute deaths to
other factors, such as taking aspirin,
which they considered a poison.

Homeopathy, which dates to the
18th century, rests on the notion
that substances that cause the same
symptoms as an illness can prompt
the body’s defenses to overpower
that illness. The remedies are so
heavily diluted that often none of
the original substance remains, just
“a memory in the water”—a claim
that makes some mainstream scien-
tists dismiss homeopathy as quack-
ery.

There are hundreds of different
homeopathic remedies, which prac-
titioners prescribe in various combi-
nations based on a patient’s mental,
emotional and physical symptoms.
One of the most commonly used for
flu is Osciloccocinum, originally de-
rived from duck livers. Small studies
in France and Germany in the late
1980s showed that Osciloccocinum
helped flu sufferers recover faster
than placebos.

Some homeopaths also create a
concoction called Influenzinum each
year by diluting a shot of that year’s
flu vaccine. (”Say no to flu shots! In-
fluenzinum may be effective in less-
ening the occurrence of flu-like
symptoms,” says one Web site that

offers it in pill or liquid form.) The
FDA warned one marketer of Influ-
enzinum to stop claiming it would
treat and possibly prevent flu symp-
toms, and says it is evaluating oth-
ers.

Homeopathic remedies are regu-
lated by the FDA as over-the-coun-
ter drugs. But because they contain
few or no active ingredients, they
don’t have to undergo the same
safety and efficacy testing as con-
ventional drugs. According to the
National Center for Complimentary
and Alternative Medicine, most
analyses have concluded that there’s
little evidence to support homeopa-
thy as an effective treatment for any
specific condition. The group also
notes that studying homeopathy is
challenging “because a number of
its key concepts are not consistent
with the current understanding of
science, particularly chemistry and
physics.“

� Herbal remedies.
Despite the American Herbal

Products Association’s official
stance against marketing herbs as
flu remedies, some herbalists con-
tinue to enthusiastically tout their
flu-fighting properties. After all,
they point out, Tamiflu itself is de-
rived from the Chinese star anise
plant—although its cousin, the Jap-
anese star anise, has toxic effects in
some concentrations.

Elderberry holds promise as both
an anti-inflammatory and an im-
mune booster. Small randomized tri-
als in Jerusalem and Norway found
that patients treated with elder-
berry extract recovered from influ-
enza A and influenza B faster than
those who received placebos.

Evidence has been mixed on
echinacea, a purple flowering plant
long thought to help shorten the du-
ration of colds. A Nccam-funded
study published in the New England
Journal of Medicine in 2005 that
tested three preparations of echina-
cea found none had significant ef-
fects on preventing colds or short-
ening their duration. Critics contend
that the doses used were too small.

� Chicken soup. While warning
consumers to be wary of flu treat-
ments with unsupported claims last
month, Nccam Director Josephine P.
Briggs did have this advice for those
who came down with it: “Stay home,
get plenty of rest, drink lots of flu-
ids, and take comfort in home reme-
dies like mom’s chicken soup.”

Belief in its medicinal properties
dates back to the Egyptian Jewish
healer Moshe ben Maimonides, who
used “fowl brew” to treat not just
respiratory illnesses but also hem-
orrhoids, constipation and leprosy.

Modern scientists have theorized
that an amino acid in chicken called
cysteine may help thin mucous, and
in a study published in the journal
Chest in 2000, researchers at the
University of Nebraska demon-
strated in test tubes that the ingre-
dients in a traditional chicken soup
inhibited inflammation. To date,
though, there have been no clinical
trials specifically pitting chicken
soup against a placebo (say, beef
barley?) involving human flu suffer-
ers.

� Hot liquids. Perhaps it’s sim-
ply the hot liquid in chicken soup
that makes cold and flu sufferers

Please turn to page 33

BY MELINDA BECK
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Bridgestone slows down
Tire maker to drop
its supplier pact
with Formula One

HONG KONG—Tire maker
Bridgestone Corp., which is grap-
pling with the global auto slow-
down, plans to stop providing tires
for Formula One racing next year to
focus its resources on environmen-
tally friendly products.

The Tokyo-based tire giant is the
sole supplier of tires to the Formula
One competition, as part of a rela-
tionship that goes back 13 years.
Bridgestone supplied tires in more
than 200 races, according to the
company, providing a high-profile
showcase for its technical prowess.

But Bridgestone said Monday it
wouldn’t seek to renew the com-
pany’s contract with the FIA For-
mula One World Championship se-
ries when it ends next year, citing
the “continuing evolution” of the
business environment.

“We have to focus more on the

development of more innovative
technologies,” said Makoto Shiomi,
a Bridgestone spokesman in Tokyo.

Mr. Shiomi said Bridgestone
spends $70 million annually to pro-
duce and distribute the tires.

Formula One officials in Paris
weren’t available for comment on
Monday.

The global economic slowdown
has taken a toll on Bridgestone. The

Japanese tire maker reported a loss
of 38.34 billion yen ($425.9 million)
in the first six months of the year.

Mr. Shiomi said Bridgestone
would shift its focus to developing
environmentally focused products.
He cited the company’s line of “run
flat” tires, which can be used for
limited distances after they lose air
pressure and eliminate the need for
drivers to carry a spare tire.

BY CARLOS TEJADA

Bridgestone spends $70 million a year supplying tires for Formula One races.
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Faurecia in deal to boost
role in emissions control

PARIS—Car-parts maker Faurecia
SA said Monday it is buying
U.S.-based Emcon Technologies in
an all-share deal valued at €296.2
million ($435.8 million), underlining
the auto industry’s drive to consoli-
date in the wake of the global eco-
nomic downturn.

Like other companies in its sec-
tor, Faurecia is struggling amid an
unprecedented slowdown in vehicle
production. ”Organic growth alone
won’t be enough to get us back to
our previous volumes,” Faurecia
Chief Executive Yann Delabrière said
in an interview. “If you want faster
growth, you have to carry out con-
solidation operations.”

Faurecia will buy the Troy, Mich.,
maker of exhaust systems for 20.9
million new Faurecia shares, cutting
PSA Peugeot-Citroën SA stake in the
French company to 57.4% from
70.85%. One Equity Partners, an in-
vestment fund of J.P. Morgan
Chase & Co., and current share-

holder of Emcon Technologies, will
hold a 19% stake and be represented
with two seats on Faurecia’s board
of directors as well as one seat on
the board’s strategic committee.

Faurecia said the acquisition will
make it a world leader in emissions-
control technologies, and will dou-
ble the size of its exhaust-systems
business, allowing it to leapfrog U.S.
rival Tenneco Inc. Faurecia said it
sees strong growth in this market of
about 7% a year until 2020.

The deal will also expand Faure-
cia’s customer base, notably with
Japanese car makers Honda Motor
Co. and Toyota Motor Corp. and
with commercial-vehicle customers.

The passenger-vehicle segment
of the market is expected to hit €65
billion in 2020 compared with €29
billion in 2008 and the commercial-
vehicles market will likely increase
to €16 billion in 2020, Faurecia said.

Faurecia put Emcon on its radar
screen in April, when it completed
an overhaul to cut costs and pre-
serve cash, and raised €455 million
in fresh capital, Mr. Delabrière said.

BY WILLIAM HOROBIN
AND DAVID PEARSON
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 47.40 $25.59 –0.08 –0.31%
Alcoa AA 30.10 12.48 0.06 0.48%
AmExpress AXP 11.90 35.68 0.84 2.41%
BankAm BAC 294.80 14.63 0.05 0.34%
Boeing BA 5.60 48.27 0.47 0.98%
Caterpillar CAT 9.70 55.49 0.43 0.78%
Chevron CVX 10.50 76.64 0.10 0.13%
CiscoSys CSCO 52.80 23.00 0.19 0.83%
CocaCola KO 8.60 53.72 0.41 0.77%
Disney DIS 12.50 27.41 0.04 0.15%
DuPont DD 7.90 32.27 0.45 1.41%
ExxonMobil XOM 18.90 72.15 0.48 0.67%
GenElec GE 94.30 14.47 0.21 1.47%
HewlettPk HPQ 14.40 48.16 0.70 1.47%
HomeDpt HD 14.70 25.06 –0.03 –0.12%
Intel INTC 60.80 19.01 –0.10 –0.52%
IBM IBM 6.50 120.56 –0.05 –0.04%
JPMorgChas JPM 43.00 42.58 0.81 1.94%
JohnsJohns JNJ 11.40 59.49 0.44 0.75%
KftFoods KFT 11.70 27.64 0.12 0.44%
McDonalds MCD 7.20 59.16 0.55 0.94%
Merck MRK 20.20 31.26 0.33 1.07%
Microsoft MSFT 56.30 27.88 0.15 0.54%
Pfizer PFE 57.10 16.95 –0.08 –0.47%
ProctGamb PG 13.40 58.95 0.95 1.64%
3M MMM 3.70 74.28 0.71 0.97%
TravelersCos TRV 5.70 50.20 0.41 0.82%
UnitedTech UTX 4.20 62.66 1.21 1.97%
Verizon VZ 18.50 29.41 –0.18 –0.61%
WalMart WMT 14.10 50.28 0.60 1.21%

Dow Jones Industrial Average P/E: 17
LAST: 9789.44 s 76.71, or 0.79%

YEAR TO DATE: s 1,013.05, or 11.5%

OVER 52 WEEKS s 469.61, or 5.0%

 Note: Price-to-earnings ratios are for trailing 12 months
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Follow the markets throughout
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at WSJ.com.
Also, receive emails that
summarize the day’s trading in
Europe and Asia.
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Behind Europe’s deals: Bank revenue rankings, UK
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

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

JPMorgan $509 13.1% 75% 8% 17% …%

RBS 372 9.6% 57% 36% 3% 4%

UBS 257 6.6% 46% 5% 49% …%

Credit Suisse 246 6.3% 84% 7% 8% …%

Citi 231 6.0% 48% 11% 40% 1%

Goldman Sachs 225 5.8% 56% 20% 25% …%

Barclays Capital 204 5.2% 14% 67% 10% 8%

Morgan Stanley 203 5.2% 52% 11% 36% 1%

Bank of America Merrill Lynch 176 4.5% 58% 17% 23% 1%

Source: Dealogic

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

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

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

Metso  165 –20 –27 –87 Rep Irlnd 132 6 13 2

Grohe Hldg  1127 –16 80 –360 TUI  933 6 51 14

WPP 2005  170 –12 –8 –61 Ineos Gp Hldgs  1856 7 61 –336

ISS Glob  327 –12 –8 –64 Caja de Ahorros del Mediterraneo 362 7 16 10

Imperial Tob Gp  125 –8 –5 –35 Peugeot 274 7 24 –46

Kabel Deutschland  385 –6 9 –113 GKN Hldgs  277 10 28 –35

NIBC Bk  270 –6 7 –33 Renault 292 10 23 –60

UPM Kymmene  267 –5 –3 –74 M real C 1177 13 70 –248

Corus Group 668 –5 27 –43 Valeo 283 14 35 –12

Ladbrokes 188 –5 12 –33 EMI Group  761 22 35 –19

Source: Markit Group

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

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

Rio Tinto U.K. General Mining $70.5 28.13 4.46% 17.4% 14.1%

BNP Paribas S.A. France Banks 93.2 53.16 3.32 –1.3 –35.9

Anglo Amer U.K. General Mining 50.3 22.87 3.25 48.3 –11.2

BHP Billiton U.K. General Mining 61.8 16.90 2.83 57.2 59.6

Barclays U.K. Banks 59.5 3.30 2.48 92.4 –52.0

L.M. Ericsson Tel B Sweden Telecomms Equipment $32.0 74.90 –1.58% 34.5 –45.5

Roche Hldg Part. Cert. Switzerland Pharmaceuticals 112.1 162.50 –1.34 –8.3 –27.3

ING Groep Netherlands Life Insurance 27.3 8.86 –0.84 16.4 –74.8

Astrazeneca U.K. Pharmaceuticals 64.8 27.21 –0.77 0.6 –15.4

AXA S.A. France Full Line Insurance 52.3 16.89 –0.73 16.2 –44.2

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

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

HSBC Hldgs 194.4 6.90 2.42% 3.2% –23.0%
U.K. (Banks)
BP 197.9 5.85 2.17 15.0 –2.1
U.K. (Integrated Oil & Gas)
BG Grp 63.0 10.75 1.85 18.9 54.2
U.K. (Integrated Oil & Gas)
France Telecom 67.3 17.15 1.69 –12.3 –16.0
France (Fixed Line Telecomms)
SAP 56.8 31.30 1.61 10.3 –19.7
Germany (Software)
UniCredit 57.7 2.33 1.53 47.7 –58.1
Italy (Banks)
ENI 101.8 17.15 1.42 –7.2 –28.4
Italy (Integrated Oil & Gas)
Diageo 45.6 10.10 1.41 2.3 3.9
U.K. (Distillers & Vintners)
Total S.A. 143.1 41.15 1.27 –4.3 –24.1
France (Integrated Oil & Gas)
ArcelorMittal 53.8 23.27 1.26 5.8 –29.3
Luxembourg (Iron & Steel)
Vodafone Grp 129.9 1.36 1.23 16.9 1.3
U.K. (Mobile Telecomms)
Nokia 48.4 8.72 1.04 –30.7 –43.2
Finland (Telecomms Equipment)
Nestle S.A. 173.0 48.28 0.96 5.1 10.1
Switzerland (Food Products)
Allianz SE 52.8 78.71 0.86 30.2 –46.8
Germany (Full Line Insurance)
Banco Santander 134.0 11.09 0.82 44.1 –12.5
Spain (Banks)
ABB 44.2 19.36 0.68 29.8 6.9
Switzerland (Industrial Machinery)
Credit Suisse Grp 64.9 55.80 0.63 30.1 –28.8
Switzerland (Banks)
Telefonica S.A. 133.4 19.14 0.58 31.1 23.3
Spain (Fixed Line Telecomms)
Assicurazioni Gen 39.8 17.25 0.52 –10.8 –39.0
Italy (Full Line Insurance)
Unilever 53.6 21.11 0.48 10.7 4.5
Netherlands (Food Products)

Soc. Generale 50.0 45.59 0.46% 13.6% –60.4%
France (Banks)
GDF Suez 95.9 28.64 0.46 –16.8 –9.1
France (Multiutilities)
Siemens 83.6 61.74 0.44 29.4 –13.6
Germany (Diversified Industrials)
Tesco 52.6 4.09 0.39 22.9 1.4
U.K. (Food Rtlrs & Whlslrs)
Deutsche Telekom 60.3 9.33 0.38 –20.5 –31.8
Germany (Mobile Telecomms)
UBS 60.6 17.35 0.29 –8.4 –74.2
Switzerland (Banks)
RWE 46.4 59.83 0.22 –12.0 –22.1
Germany (Multiutilities)
Intesa Sanpaolo 50.6 2.88 0.17 –1.0 –46.6
Italy (Banks)
Iberdrola S.A. 48.2 6.19 0.16 6.4 –31.6
Spain (Conventional Electricity)
Banco Bilbao Viz 67.9 12.23 0.08 35.7 –34.6
Spain (Banks)
Daimler 51.9 33.04 –0.12 23.2 –28.8
Germany (Automobiles)
BASF 49.6 36.44 –0.16 32.3 7.2
Germany (Commodity Chemicals)
Deutsche Bk 45.5 49.46 –0.19 58.5 –49.7
Germany (Banks)
Novartis 139.2 53.65 –0.19 –10.6 –30.1
Switzerland (Pharmaceuticals)
Bayer 57.7 47.13 –0.21 8.5 16.8
Germany (Specialty Chemicals)
GlaxoSmithKline 116.7 12.47 –0.24 –0.2 –11.9
U.K. (Pharmaceuticals)
British Amer Tob 64.2 19.37 –0.33 11.8 33.5
U.K. (Tobacco)
Sanofi-Aventis S.A. 96.5 49.51 –0.47 0.7 –25.6
France (Pharmaceuticals)
Royal Dutch Shell A 105.6 20.10 –0.54 –7.3 –26.7
U.K. (Integrated Oil & Gas)
E.ON 76.8 25.90 –0.73 –18.5 –16.2
Germany (Multiutilities)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Merger Arbitrage -0.10% 0.13% 1.7% 6.8% 8.1%
Event Driven -0.08% 1.11% 5.2% 13.4% 0.8%
Equity Market Neutral -0.54% -0.40% -2.4% -5.7% -10.2%
Equity Long/Short -1.91% -1.70% 0.1% 2.1% -4.2%

*Estimates as of 10/30/09, after fees; Source: www.djhedgefundindexes.com

Credit derivatives
Spreads on credit derivatives are one way the market rates
creditworthiness. Regions that are treading in rough waters can
see spreads swing toward the maximum—and vice versa. Indexes
below are for five-year swaps.

Markit iTraxx Indexes SPREAD RANGE, in pct. pts.
Mid-spread, since most recent roll

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average
Europe: 12/1 0.89 100.51% 0.01% 1.00 0.78 0.86

Eur. High Volatility: 12/1 1.45 97.91 0.01 1.76 1.34 1.48

Europe Crossover: 12/1 5.16 99.33 0.05 6.15 4.87 5.43

Asia ex-Japan IG: 12/1 1.09 99.56 0.01 1.26 0.96 1.09

Japan: 12/1 1.29 98.58 0.01 1.53 0.99 1.25

 Note: Data as of October 30

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

In percentage points
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Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.

BLUE CHIPS & BONDS
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Eni leads spate of Iraqi oil agreements
BP, China National,
Nippon Oil also set
to invest in fields

Origin to buy Woodside’s stake in project

Fields of dreams
A consortium led by Eni signed an initial deal to develop Iraq's Zubair field
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 Workers at the Zubair oil field

Oil and gas fields

Dubai’s ENOC to acquire rest of Dragon Oil

By Geraldine Amiel

PARIS—French state-controlled
power company Électricité de
France SA said Monday it is starting
the process to finalize its acquisi-
tion of nearly half of the nuclear-
power business of U.S.-based Con-
stellation Energy Group Inc.

The statement followed news re-
ports Friday that the French govern-
ment, which owns 85% of EDF, was
pressuring the French company to
drop the deal. The government-des-
ignated incoming chairman and
chief executive of EDF, Henri Pro-
glio, told lawmakers last week he
had doubts about whether the in-
vestment in Constellation was in
EDF’s best interests.

EDF spokeswoman Carole Trivi
said Monday the transaction could
be finalized “soon,” but declined to
elaborate. On Friday, Maryland regu-
lators approved the French bid for
nuclear assets of Constellation,
clearing the final regulatory hurdle
for the $4.5 billion deal.

The ruling came with conditions,
including financial protections for
Constellation’s Baltimore Gas & Elec-
tric, or BGE, a $250 million capital in-
fusion at the utility by Constella-
tion, and a $110.5 million rebate for
its customers. The conditions apply
solely to Constellation, and the EDF
board doesn’t need to meet again
over the transaction, Ms. Trivi said.

Maryland regulators in June de-
cided to take a closer look at the deal
after determining the French state-
controlled company could have “sub-
stantial influence” over Baltimore
Gas & Electric. The commission or-
dered the additional review to deter-
mine if the deal was in the public in-
terest.

Constellation struck the deal
with EDF in December in an effort to
remain a publicly traded company.

 —Mark Peters in New York
contributed to this article.

EDF to finalize
deal to buy assets
of Constellation

Denbury will purchase Encore for $3.25 billion

LONDON—Emirates National
Oil Co. on Monday agreed to buy out
the shares of Dragon Oil PLC that it
doesn’t already own for $1.15 bil-
lion, underscoring the race to de-
velop Turkmenistan’s vast oil and
gas reserves.

Dubai-based Emirates National
Oil, or ENOC, agreed to pay 455
pence ($7.47) a share in cash to ac-
quire the remaining 48.5% of
Dragon Oil shares. The offer repre-
sents a 35% premium to the share

price June 3—the day before Dragon
Oil said it had received an approach—
and values the whole company at
$2.36 billion.

The independent oil and gas com-
pany, which is listed in Dublin and
London, managed to extract a signif-
icant premium despite ENOC’s ma-
jority ownership limiting the
chances of a rival bid.

The operation also represents a
rare merger-and-acquisitions foray
into emerging oil and gas producer
Turkmenistan. The principal asset
of Dubai-based Dragon Oil is the
Cheleken contract area, in Turkmen-
istan’s Caspian Sea section. The con-

tract area, operated and
100%-owned by the company, con-
tained proven and probable re-
serves of 645 million barrels of oil
and contingent gas resources of 96
billion cubic meters, as of June
2008.

International oil companies are
trying to enter the Central Asian na-
tion after a consultant’s study last
year identified a natural-gas field
there as the fifth-largest in the
world. Dragon Oil also owns minor-
ity interests in exploration in Ye-
meni fields.

ENOC has agreed not to accept
any offer for its Dragon Oil shares

for a 12-month period started Aug.
10, making any counterbid for the
company impossible during this
time.

Dragon Oil said its independent
committee, which consists of direc-
tors not appointed by ENOC, unani-
mously recommends the offer.

Dragon Oil shares were up 8.9%
each in Monday trading in London.

For ENOC, the transaction will in-
crease a diversification away from
energy-distribution assets and into
oil exploration and production. It
owns refining, marketing and gas-
processing assets in the United Arab
Emirates.

By Gina Chon

BAGHDAD—A consortium led by
Italian energy giant Eni SpA on Mon-
day signed an initial pact to develop
Iraq’s Zubair field, one of several
deals moving forward this week
aimed at boosting the war-torn
country’s oil output.

On Tuesday, Iraq is scheduled to
sign a $15 billion final agreement
with BP PLC and China National Pe-
troleum Co. to develop the super gi-
ant Rumaila field, the only contract
awarded in the country’s historic
bid in June. A delegation from Ja-
pan’s Nippon Oil Corp. is also in
Baghdad this week to finalize terms
on an $8 billion deal to develop the
Nassiriyah oil field, which wasn’t
part of the first oil auction.

Eni, along with partners Occiden-
tal Petroleum Corp. and Korea Gas
Corp., signed the initial 20-year
agreement at a ceremony at the oil
ministry. The deal will now be sent
to the Iraqi cabinet for approval and

a final pact should be signed shortly
afterward.

The Eni group will be paid $2 per
barrel of oil extracted above current
production levels at the field, but
will be liable for a 35% tax on those
profits. Oil Minister Hussain al-
Shahristani said the consortium
would make capital investments of
$20 billion in the field.

Eni had proposed a $4.80 a bar-
rel payment in the first bid round on
June 30, when Iraq auctioned devel-
opment licenses for eight oil and gas
fields. Most companies balked at
the ministry’s tough pricing terms,
and only the Rumaila field was
awarded, although the BP consor-
tium had to cut its payment in half to
$2 a barrel.

Mr. Shahristani said in an inter-
view that companies like Eni recon-
sidered the payment terms after the
oil ministry clarified they would be
taxed only on the profit they make
from the payments, and not on bil-
lions of dollars spent on invest-
ments in the field.

Eni Chief Operating Officer Clau-
dio Descalzi told analysts last week

that the tax terms on the Zubair con-
tract show the consortium is liable
only for oil profit. Mr. Shahristani
said in talks after the auction, the
ministry realized the oil firms also
overestimated their security costs.

The ministry added that it is
close to choosing a bidder for the
West Qurna 1, another field that
wasn’t awarded in the first bid
round because companies rejected
the ministry’s suggested $1.90 per
barrel payment. A consortium led
by Russia’s Lukoil, a group led by
Exxon Mobil Corp. and a CNPC-led
consortium, which have now ac-
cepted the ministry’s payment pro-
posal, are competing for the field.

Considering the new contracts
for Zubair, Rumaila and West Qurna
1, Iraq will produce a total of about
seven million barrels of oil a day in
six years, compared with about 2.5
million now, Mr. Shahristani said.

He said he realizes oil companies
won’t make a big profit with these
contracts and that they need very
competitive bids to work in Iraq. A
second bid round for 10 unexplored
oil and gas fields will be held in De-
cember, and Mr. Shahristani said
companies will likely see tough pric-
ing terms for that auction as well.

CORPORATE NEWS

By Jason Douglas, Benoît
Faucon and Tahani Karrar

By Jeffrey McCracken

Denbury Resources Inc. agreed
to purchase Encore Acquisition Co.
in a transaction valued at about $3.25
billion that will combine two indepen-
dent oil exploration and production
companies in North America.

Under the terms of the deal, Den-
bury will pay $50 for each Encore
share—$15 in cash and $35 in Den-
bury common stock. Encore shares
closed Friday at $37.07, signaling En-

core holders will receive a 35% pre-
mium. On Monday, the shares were
up another 21% at $45.01 each.

The companies put the transac-
tion at $4.5 billion, a calculation
that values Encore at about $2.8 bil-
lion and includes about $2.8 billion
in equity value of Encore Acquisi-
tion as well as the assumption of
about $1.24 billion of Encore’s debt.
As part of the transaction, Denbury
will also acquire Encore’s minority
stake in Encore Energy Partners,
which is valued at $440 million.

Encore, based in Fort Worth,
Texas, acquires and develops oil and

natural-gas fields in the Rockies,
Texas and Oklahoma. Denbury,
based in Plano, Texas, is a slightly
larger player, mostly developing
fields in Texas, Louisiana, Alabama
and Mississippi.

Denbury Chief Executive Phil
Rykhoek estimated the combined
company will have about 426 mil-
lion barrels in crude-oil reserves.

Denbury is building an infrastruc-
ture to move carbon dioxide around
the U.S. to connect industrial emit-
ters with older oil fields. The gas is
used to help coax more oil out of the
rocks. The procedure is gaining inter-

est because it frees more oil for sale
as well as potentially storing away
CO2, a contributor to global warming.
Encore’s Rocky Mountains assets
could benefit from using a CO2-en-
hanced oil recovery program.

Denbury has received a commit-
ment letter for an underwritten fi-
nancing from J.P. Morgan for a new
$1.6 billion bank revolving credit fa-
cility and a $1.25 billion in bridge fi-
nancing. J.P Morgan also advised
Denbury on the deal. Barclays Capi-
tal advised Encore.
 —Russell Gold

contributed to this article.

By David Winning

SYDNEY—Origin Energy Ltd.
agreed to buy Woodside Petroleum
Ltd.’s 51.55%stake in the Otway natu-
ral gas project in Australia for 712.5
million Australian dollars
(US$641.4 million), the companies
said.

Origin will have an 82.3% stake
in the Otway gas project on comple-

tion of the deal, which is due to take
place by the end of this year.

The deal includes some explora-
tion permits next to the project in
Victoria state, as well as pipelines,
production facilities and an onshore
gas-processing plant.

Origin also will take over as oper-
ator in the quarter ending July 2010
if Benaris International NV and
CalEnergy Gas (Australia) Ltd.,

which are the joint-venture part-
ners of the Otway project, and regu-
lators approve the deal.

The deal will be funded from Ori-
gin’s balance sheet, which included
A$4.4 billion of cash reserves and
undrawn bank facilities at the end
of September.

Woodside has been seeking to
concentrate on its pipeline of major
projects.
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

2.28% 2 DJ Global Index -a % % 213.05 –0.36% 19.2% 4.31% 14 U.S. Select Dividend -b % % 595.62 –0.11% –9.2%

1.94% 20 Global Dow 1182.40 –0.40% 0.0% 1854.57 –0.30% 15.8% 3.46% 16 Infrastructure 1318.60 –0.64% –6.2% 1856.68 –0.55% 8.5%

2.75% 47 Stoxx 600 237.60 0.30% 6.4% 262.99 0.73% 23.6% 1.35% 8 Luxury 809.40 0.15% 17.4% 1013.46 0.25% 35.9%

2.89% 36 Stoxx Large 200 254.30 0.39% 4.1% 279.88 0.82% 20.9% 6.20% 6 BRIC 50 402.90 –0.07% 43.9% 567.28 0.03% 66.5%

2.12% -63 Stoxx Mid 200 220.30 –0.06% 17.2% 242.47 0.37% 36.1% 2.59% 15 Africa 50 712.50 –0.33% 6.7% 667.91 –0.23% 23.5%

2.15% 150 Stoxx Small 200 139.70 –0.25% 21.8% 153.71 0.18% 41.5% 3.44% 13 GCC % % 1431.84 2.16% –17.8%

2.77% 40 Euro Stoxx 258.10 0.58% 7.3% 285.64 1.01% 24.6% 2.75% 18 Sustainability 772.80 –0.07% 2.6% 963.64 0.02% 18.7%

2.89% 34 Euro Stoxx Large 200 273.90 0.66% 5.5% 301.20 1.09% 22.6% 2.28% 3 Islamic Market -a % % 1825.82 –0.32% 20.4%

2.20% 76 Euro Stoxx Mid 200 243.80 0.10% 14.1% 268.02 0.53% 32.5% 2.63% 15 Islamic Market 100 1566.10 –0.23% –3.6% 1979.43 –0.13% 11.6%

2.26% -52 Euro Stoxx Small 200 155.40 0.48% 21.8% 170.69 0.91% 41.5% 2.63% 15 Islamic Turkey -c % % % %

4.79% 13 Stoxx Select Dividend 30 1369.50 0.58% –2.2% 1736.60 1.01% 13.6% 1.89% 28 DJ U.S. TSM % % 10599.19 –0.19% 8.7%

3.96% 15 Euro Stoxx Select Div 30 1618.20 1.03% 8.5% 2059.88 1.47% 26.0% % DJ-UBS Commodity 123.80 0.64% –12.6% 133.27 1.07% 1.5%

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

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

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

Australia 1.1022 1.8051 1.0820 0.1576 0.0378 0.1929 0.0122 0.2929 1.6330 0.2194 1.0252 ...

 Canada 1.0751 1.7607 1.0554 0.1537 0.0368 0.1881 0.0119 0.2857 1.5929 0.2140 ... 0.9754

 Denmark 5.0230 8.2264 4.9310 0.7181 0.1721 0.8790 0.0555 1.3350 7.4423 ... 4.6721 4.5574

 Euro 0.6749 1.1054 0.6626 0.0965 0.0231 0.1181 0.0075 0.1794 ... 0.1344 0.6278 0.6124

 Israel 3.7625 6.1620 3.6936 0.5379 0.1289 0.6584 0.0416 ... 5.5747 0.7491 3.4997 3.4137

 Japan 90.4900 148.2000 88.8333 12.9365 3.0998 15.8354 ... 24.0505 134.0745 18.0151 84.1689 82.1016

 Norway 5.7144 9.3588 5.6098 0.8169 0.1957 ... 0.0631 1.5188 8.4667 1.1376 5.3152 5.1847

 Russia 29.1925 47.8100 28.6580 4.1734 ... 5.1086 0.3226 7.7588 43.2531 5.8118 27.1533 26.4864

 Sweden 6.9950 11.4560 6.8669 ... 0.2396 1.2241 0.0773 1.8591 10.3641 1.3926 6.5063 6.3465

 Switzerland 1.0187 1.6683 ... 0.1456 0.0349 0.1783 0.0113 0.2707 1.5093 0.2028 0.9475 0.9242

 U.K. 0.6106 ... 0.5994 0.0873 0.0209 0.1069 0.0067 0.1623 0.9047 0.1216 0.5679 0.5540

 U.S. ... 1.6378 0.9817 0.1430 0.0343 0.1750 0.0111 0.2658 1.4816 0.1991 0.9301 0.9073

Source: Thomson Reuters via WSJ Market Data Group

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

WSJ.com

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

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

Corn (cents/bu.) CBOT 382.25 16.25 4.44% 707.00 302.00
Soybeans (cents/bu.) CBOT 998.00 21.50 2.20 1,315.00 794.00
Wheat (cents/bu.) CBOT 516.75 22.50 4.55 1,155.75 439.25
Live cattle (cents/lb.) CME 86.225 0.550 0.64 116.900 83.400
Cocoa ($/ton) ICE-US 3,250 –47 –1.43% 3,412 1,961
Coffee (cents/lb.) ICE-US 142.35 6.85 5.06 189.00 112.00
Sugar (cents/lb.) ICE-US 23.44 0.63 2.76 26.25 11.91
Cotton (cents/lb.) ICE-US 67.64 unch. unch. 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,208.00 unch. unch. 4,200 1,487
Cocoa (pounds/ton) LIFFE 2,109 –18 –0.85 2,193 1,187
Robusta coffee ($/ton) LIFFE 1,477 46 3.21 1,955 1,295

Copper (cents/lb.) COMEX 294.50 –1.05 –0.36 378.00 131.15
Gold ($/troy oz.) COMEX 1054.00 13.60 1.31 1,072.00 494.00
Silver (cents/troy oz.) COMEX 1644.00 18.50 1.14 2,200.00 740.00
Aluminum ($/ton) LME 1,909.00 –25.00 –1.29 2,074.50 1,288.00
Tin ($/ton) LME 14,700.00 50.00 0.34 15,700.00 9,750.00
Copper ($/ton) LME 6,500.00 –80.00 –1.22 6,695.00 2,815.00
Lead ($/ton) LME 2,280.00 –65.00 –2.77 2,459.50 870.00
Zinc ($/ton) LME 2,172.00 –41.50 –1.87 2,344.00 1,065.00
Nickel ($/ton) LME 18,250 –200 –1.08 21,150 9,175

Crude oil ($/bbl.) NYMEX 78.13 1.13 1.47 146.86 22.50
Heating oil ($/gal.) NYMEX 2.0460 0.0408 2.03 4.1862 1.3291
RBOB gasoline ($/gal.) NYMEX 1.9903 0.0308 1.57 3.4800 1.0890
Natural gas ($/mmBtu) NYMEX 4.824 –0.221 –4.38 12.750 4.340
Brent crude ($/bbl.) ICE-EU 76.55 1.35 1.80 149.27 45.99
Gas oil ($/ton) ICE-EU 635.25 3.00 0.47 1,338.00 434.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Nov. 2
Per In

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

Argentina peso-a 5.6581 0.1767 3.8188 0.2619

Brazil real 2.6129 0.3827 1.7635 0.5671

Canada dollar 1.5929 0.6278 1.0751 0.9301
1-mo. forward 1.5929 0.6278 1.0751 0.9302

3-mos. forward 1.5929 0.6278 1.0751 0.9302
6-mos. forward 1.5931 0.6277 1.0752 0.9300

Chile peso 782.16 0.001279 527.90 0.001894
Colombia peso 2953.37 0.0003386 1993.30 0.0005017

Ecuador US dollar-f 1.4816 0.6749 1 1
Mexico peso-a 19.4207 0.0515 13.1075 0.0763

Peru sol 4.2923 0.2330 2.8970 0.3452
Uruguay peso-e 30.522 0.0328 20.600 0.0485

U.S. dollar 1.4816 0.6749 1 1
Venezuela bolivar 3.18 0.314312 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.6330 0.6124 1.1022 0.9073
China yuan 10.1165 0.0988 6.8279 0.1465

Hong Kong dollar 11.4829 0.0871 7.7501 0.1290
India rupee 69.4375 0.0144 46.8650 0.0213

Indonesia rupiah 14165 0.0000706 9560 0.0001046
Japan yen 134.07 0.007459 90.49 0.011051

1-mo. forward 134.05 0.007460 90.48 0.011053
3-mos. forward 134.00 0.007463 90.44 0.011057

6-mos. forward 133.89 0.007469 90.37 0.011066
Malaysia ringgit-c 5.0769 0.1970 3.4265 0.2918

New Zealand dollar 2.0541 0.4868 1.3864 0.7213
Pakistan rupee 124.088 0.0081 83.750 0.0119

Philippines peso 70.527 0.0142 47.600 0.0210
Singapore dollar 2.0700 0.4831 1.3971 0.7158

South Korea won 1749.24 0.0005717 1180.60 0.0008470
Taiwan dollar 48.168 0.02076 32.510 0.03076
Thailand baht 49.532 0.02019 33.430 0.02991

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

Euro zone euro 1 1 0.6749 1.4817

1-mo. forward 1.0001 0.9999 0.6750 1.4815

3-mos. forward 1.0003 0.9997 0.6751 1.4812

6-mos. forward 1.0009 0.9991 0.6755 1.4803

Czech Rep. koruna-b 26.375 0.0379 17.801 0.0562

Denmark krone 7.4423 0.1344 5.0230 0.1991

Hungary forint 275.61 0.003628 186.02 0.005376

Norway krone 8.4667 0.1181 5.7144 0.1750

Poland zloty 4.2487 0.2354 2.8676 0.3487

Russia ruble-d 43.253 0.02312 29.193 0.03426

Sweden krona 10.3641 0.0965 6.9950 0.1430

Switzerland franc 1.5093 0.6626 1.0187 0.9817

1-mo. forward 1.5090 0.6627 1.0185 0.9819

3-mos. forward 1.5084 0.6630 1.0180 0.9823

6-mos. forward 1.5073 0.6635 1.0173 0.9830

Turkey lira 2.2277 0.4489 1.5035 0.6651

U.K. pound 0.9047 1.1054 0.6106 1.6378

1-mo. forward 0.9049 1.1052 0.6107 1.6374

3-mos. forward 0.9051 1.1048 0.6109 1.6370

6-mos. forward 0.9055 1.1044 0.6111 1.6363

MIDDLE EAST/AFRICA
Bahrain dinar 0.5586 1.7903 0.3770 2.6526

Egypt pound-a 8.1091 0.1233 5.4730 0.1827

Israel shekel 5.5747 0.1794 3.7625 0.2658

Jordan dinar 1.0509 0.9516 0.7093 1.4099

Kuwait dinar 0.4239 2.3590 0.2861 3.4952

Lebanon pound 2224.70 0.0004495 1501.50 0.0006660

Saudi Arabia riyal 5.5563 0.1800 3.7501 0.2667

South Africa rand 11.6142 0.0861 7.8387 0.1276

United Arab dirham 5.4420 0.1838 3.6730 0.2723

SDR -f 0.9316 1.0734 0.6288 1.5904

a-floating rate b-commercial rate c-government rate c-commercial rate d-Russian Central Bank rate f-Special Drawing Rights from the Inter-
national Monetary Fund ; based on exchange rates for U.S., British and Japanese currencies.
Note: Based on trading among banks in amounts of $1 million and more, as quoted by Thomson Reuters.

Major stock market indexes Stock indexes from around the world, grouped by region. Shown in local-currency terms.

Price-to- PREVIOUS SESSION PERFORMANCE

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

 47 EUROPE DJ Stoxx 600 237.64 0.71 0.30% 20.7% 6.4%

 21 DJ Stoxx 50 2421.29 11.77 0.49 17.2% 3.5%

 40 Euro Zone DJ Euro Stoxx 258.12 1.49 0.58 15.8% 7.3%

 18 DJ Euro Stoxx 50 2762.95 19.45 0.71 12.7% 5.9%

 22 Austria ATX 2525.84 41.95 1.69 44.3% 23.5%

 14 Belgium Bel-20 2397.41 4.69 0.20 25.6% 10.3%

 18 Czech Republic PX 1130.4 –11.0 –0.96% 31.7% 25.4%

 15 Denmark OMX Copenhagen 306.82 1.60 0.52 35.6% 14.4%

 18 Finland OMX Helsinki 5979.36 26.40 0.44 10.7% –5.3%

 15 France CAC-40 3639.46 31.77 0.88 13.1% 3.2%

 20 Germany DAX 5430.82 15.86 0.29 12.9% 8.0%

 … Hungary BUX 20288.09 –284.64 –1.38 65.7% 42.9%

 17 Ireland ISEQ 2873.07 6.38 0.22 22.6% –5.0%

 12 Italy FTSE MIB 22318.55 258.22 1.17 14.7% 3.3%

 … Netherlands AEX 302.82 0.46 0.15 23.1% 10.9%

 15 Norway All-Shares 381.25 0.48 0.13 41.1% 24.8%

 17 Poland WIG 38290.12 –137.44 –0.36 40.6% 34.6%

 16 Portugal PSI 20 8380.72 39.30 0.47 32.2% 27.5%

 … Russia RTSI 1357.06 8.52 0.63% 114.8% 69.1%

 11 Spain IBEX 35 11465.8 51.0 0.45 24.7% 24.2%

 15 Sweden OMX Stockholm 289.93 –3.80 –1.29% 42.0% 37.7%

 14 Switzerland SMI 6291.22 5.46 0.09 13.7% 0.9%

 … Turkey ISE National 100 47456.11 271.40 0.58 76.7% 69.6%

 13 U.K. FTSE 100 5104.50 59.95 1.19 15.1% 14.9%

 44 ASIA-PACIFIC DJ Asia-Pacific 117.59 –1.34 –1.13 25.6% 29.0%

 … Australia SPX/ASX 200 4540.4 –102.8 –2.21 22.0% 7.6%

 … China CBN 600 27281.26 906.58 3.44 84.8% 108.6%

 20 Hong Kong Hang Seng 21620.19 –132.68 –0.61 50.3% 50.7%

 18 India Sensex 15896.28 Closed 64.8% 53.8%

 … Japan Nikkei Stock Average 9802.95 –231.79 –2.31 10.6% 14.3%

 … Singapore Straits Times 2645.43 –5.70 –0.22 50.2% 40.4%

 11 South Korea Kospi 1559.09 –21.60 –1.37 38.7% 38.1%

 1 AMERICAS DJ Americas 271.35 –1.71 –0.63 20.0% 12.3%

 … Brazil Bovespa 61545.50 Closed 63.9% 60.8%

 18 Mexico IPC 28646.03 Closed 28.0% 40.1%

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

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Nov. 2, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

...% ... ALL COUNTRY (AC) WORLD* 282.59 –1.77% 24.1% 19.7%

...% ... World (Developed Markets) 1,106.17 –1.92% 20.2% 15.6%

...% ... World ex-EMU 129.00 –1.71% 19.9% 14.0%

...% ... World ex-UK 1,100.35 –1.88% 19.1% 15.3%

...% ... EAFE 1,532.74 –1.04% 23.9% 23.7%

...% ... Emerging Markets (EM) 914.26 –0.77% 61.2% 60.2%

...% ... EUROPE 82.48 –2.01% 18.8% 5.7%

...% ... EMU 173.43 –2.99% 22.1% 24.7%

...% ... Europe ex-UK 90.67 –2.11% 16.9% 7.9%

...% ... Europe Value 93.52 –2.49% 20.6% 7.8%

...% ... Europe Growth 70.68 –1.51% 17.0% 3.8%

...% ... Europe Small Cap 149.87 –1.10% 48.4% 29.9%

...% ... EM Europe 255.60 –3.30% 60.9% 21.4%

...% ... UK 1,500.51 –1.79% 14.1% 15.6%

...% ... Nordic Countries 129.90 –0.78% 32.5% 18.2%

...% ... Russia 683.09 –4.41% 65.7% 28.6%

...% ... South Africa 680.02 –0.54% 17.5% 24.8%

...% ... AC ASIA PACIFIC EX-JAPAN 392.32 0.85% 58.6% 61.0%

...% ... Japan 554.49 1.52% 4.6% 2.9%

...% ... China 62.94 2.17% 54.3% 77.8%

...% ... India 636.49 –0.58% 72.4% 66.3%

...% ... Korea 447.08 –0.43% 45.7% 41.4%

...% ... Taiwan 266.93 –0.09% 54.0% 43.5%

...% ... US BROAD MARKET 1,142.75 –2.81% 16.3% 8.5%

...% ... US Small Cap 1,503.10 –3.07% 20.5% 12.2%

...% ... EM LATIN AMERICA 3,741.01 –3.28% 80.1% 72.2%

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

GLOBAL MARKETS LINEUP

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

Chinaoilfirmweighs
battery-changinghubs
Stationswouldbe
partofbroaderpush
toboostelectriccars

BEIJING—China National Off-
shore Oil Corp. is considering build-
ing battery-changing stations for
electric vehicles, part of a broader
push by the state-owned oil giant
that could give a boost to alterna-
tive vehicles in China’s huge market.

Shan Lianwen, director of corpo-
rate strategy at China National Off-
shore, one of three big government-
owned oil companies, said it is look-
ing into the possibility of building a
nationwide network of battery-
changing stations, where drivers of
electric vehicles could swap out an
empty car battery for a full one.

“We can’t build a car, but we can
supply the energy,” Mr. Shan, whose
company is the parent of Cnooc Ltd.,
which lists shares in Hong Kong and
New York, told reporters on the
sidelines of a conference Monday.

China National Offshore in July
invested 5 billion yuan ($732 mil-
lion) in Tianjin Lishen Battery
Joint-Stock Co., a Chinese company
that makes lithium batteries for
electric vehicles.

Lishen said it would use the in-
vestment to build 20 battery assem-

bly lines at a new facility in the port
city of Tianjin. Lishen has a joint
venture with Coda Automotive, a
California-based company that is
planning to sell an all-electric car
powered by Lishen’s batteries in
California in late 2010.

China National Offshore’s foray
into battery-powered car technology
comes amid similar moves by West-
ern oil majors like Exxon Mobil
Corp.

The battery “filling stations”
concept for electrified cars seems
similar to the business model pur-
sued by Better Place PLC, a Palo
Alto, Calif., company. Better Place is
developing battery-swapping sta-
tions in Israel and Denmark, and
last year announced plans for a $1
billion network of recharging sta-
tions for electric cars in the San
Francisco Bay Area as part of a
broad push into the U.S.

The closely held company also
has announced plans to expand into
Australia.

Chinese oil companies have un-
dertaken a number of alternative-
energy initiatives, encouraged by a
government mandate to reduce
greenhouse gas emissions and de-
pendence on foreign oil.

China National Offshore is also
building an offshore wind farm.
China National Petroleum Corp.,
the country’s biggest oil-and-gas
producer by volume, is a partner in
a fledging carbon exchange market

in Tianjin. And Sinopec Group, or
China Petrochemical Corp., the
country’s biggest oil refiner, is in-
volved in making cleaner-burning
gasoline out of coal.

Mr. Shen of China National Off-
shore said the feasibility of develop-
ing battery-filling stations in China
depends on electric vehicles getting

popular enough to support the new
business.

Mr. Shen said Chinese consumers
will buy electric vehicles if gasoline
prices stay above eight yuan a liter,
or about $4.44 a U.S. gallon—about
20% higher than current levels. An-
other factor is the ability of manu-
facturers to make inexpensive and

reliable batteries.
Mr. Shen said his company be-

lieves Chinese consumers would buy
electric vehicles as a supplement to
conventional gas-powered cars, to
use on city commutes and other lo-
cal travel.

—Norihiko Shirouzu contributed
to this article.

BY SHAI OSTER

China National Offshore is one of several Chinese oil companies undertaking alternative-energy projects.
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Tokyoconsidersraisingcigarettetax, inthreatto JapanTobacco
TOKYO—Japan’s new administra-

tion is considering raising cigarette
taxes to European levels to help pay
for an ambitious domestic spending
plan, in a potential threat to par-
tially state-owned Japan Tobacco
Inc.

Shares of Japan Tobacco—the
world’s third largest cigarette com-
pany by sales volume, after Altria
Group Inc. of the U.S. and British
American Tobacco PLC of the
U.K.—fell more than 4% Monday be-
fore recovering and ending down
0.9% to 254,300 yen, or $2,824.93.

The sharp moves followed com-
ments Sunday by a top Japanese
health official during a television in-
terview that raised the possibility of
the tax increase.

“Tobacco poses health problems.
It may be necessary to raise [the to-
bacco tax] to the levels in Europe,”
said Akira Nagatsuma, minister of
health, labor and welfare.

The health ministry already has
asked the government’s tax panel to
increase the tobacco tax as part of
tax reforms for fiscal 2010.

An increase of 10 yen per ciga-
rette—10 times the amount of previ-
ous increases—is currently being
debated.

Cigarettes in Japan are among
the cheapest of any developed na-
tion, with a pack of Marlboro Lights
costing 320 yen ($3.55). That com-
pares with about 600 yen to 800
yen in the European Union.

For the Japanese government, a
cigarette tax increase is a tricky
proposition. While Tokyo has an in-
centive to reduce smoking to reduce
national health-care expenses, the
government also owns a 50% stake
in Japan Tobacco.

The government also could hurt
tax revenue if consumption drops

too sharply.
“We believe the current excise

tax is already at a high level,” a Ja-
pan Tobacco spokesman said. “This
is based on the fact that in the past,
excise increases have shown that
there hasn’t been a corresponding
increase in revenue, because sales
volumes have declined.”

Japan Tobacco, which sells the
Mild Seven, Camel and Salem
brands, has a 65% market share in

Japan.
For decades, Japan has resisted

imposing big tax increases on ciga-
rettes, going against the global
trend.

As a result, in an era where
smoking rates have plunged in the
developed world due to health con-
cerns and cost, nearly 40% of all
men in Japan still light up, accord-
ing to Japan Tobacco.

Smokers still puff away in res-

taurants and bars in Tokyo, unlike
most states in the U.S. and most
countries in the EU, which have im-
posed indoor smoking bans.

After the government raised cig-
arette taxes by one yen per cigarette
in July 2006, sales volume at JT de-

clined by 14.5 billion cigarettes to
174.9 billion in 2007, according to
the company.

But the company offset the sales
decline by raising prices on some of
its top-tier brands, such as Mild
Seven, by 10 yen per pack.

BY MARIKO SANCHANTA

Source: Japan Tobacco
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A pedestrian looks at the cigarettes on offer in vending machines in Tokyo.
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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 10/30 USD 345.37 40.7 53.2 4.8
Sel Emerg Mkt Equity GL EQ GGY 10/30 USD 200.12 52.8 50.2 –17.0
Sel Euro Equity EUR US EQ GGY 10/30 EUR 92.67 26.9 26.9 –22.3
Sel European Equity EU EQ GGY 10/30 USD 181.25 31.8 27.6 –22.9
Sel Glob Equity GL EQ GGY 10/30 USD 182.64 27.2 21.2 –21.5
Sel Glob Fxd Inc GL BD GGY 10/30 USD 142.07 10.2 15.2 –1.5
Sel Pacific Equity AS EQ GGY 10/30 USD 143.72 59.0 61.3 –13.4
Sel US Equity US EQ GGY 10/30 USD 116.63 15.8 8.2 –19.5
Sel US Sm Cap Eq US EQ GGY 10/30 USD 158.96 21.6 13.3 –21.0

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 10/30 EUR 28.59 9.0 –6.4 –40.8
MP-TURKEY.SI OT OT SVN 10/30 EUR 30.70 57.2 43.8 –23.7

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 10/30 EUR 3.53 68.1 12.4 –38.2
Parex Eastern Europ Bal OT OT LVA 10/30 EUR 13.27 54.7 40.1 –3.0
Parex Eastern Europ Bd EU BD LVA 10/30 USD 14.38 64.9 55.3 2.4
Parex Russian Eq EE EQ LVA 10/30 USD 19.06 120.1 84.5 –20.3

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 10/30 EUR 103.29 NS NS NS
PF (LUX)-Asian Eq-Ica AS EQ LUX 11/02 USD 162.32 47.0 49.8 –22.5
PF (LUX)-Asian Eq-Pca AS EQ LUX 11/02 USD 154.69 45.9 48.5 –23.2
PF (LUX)-Biotech-Pca OT EQ LUX 10/30 USD 263.72 –6.1 –2.1 –13.0
PF (LUX)-CHF Liq-Pca CH MM LUX 10/30 CHF 124.22 0.2 0.4 1.1
PF (LUX)-CHF Liq-Pdi CH MM LUX 10/30 CHF 93.76 0.2 0.4 1.1
PF (LUX)-Digital Comm-Pca OT EQ LUX 10/30 USD 107.20 34.0 44.4 –11.4
PF (LUX)-East Eu-Pca EU EQ LUX 10/30 EUR 280.07 117.6 94.6 –23.8
PF (LUX)-Emg Mkts-Pca GL EQ LUX 11/02 USD 489.45 63.9 59.4 –20.1
PF (LUX)-Eu Indx-Pca EU EQ LUX 10/30 EUR 94.34 25.9 16.1 –18.4
PF (LUX)-EUR Bds-Pca EU BD LUX 10/30 EUR 384.93 2.6 4.0 2.2
PF (LUX)-EUR Bds-Pdi EU BD LUX 10/30 EUR 292.92 2.6 4.0 2.2
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 10/30 EUR 146.58 17.0 19.3 4.8
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 10/30 EUR 103.05 17.0 19.3 4.8
PF (LUX)-EUR HiYld-Pca EU BD LUX 10/30 EUR 145.28 60.4 54.7 –1.2
PF (LUX)-EUR HiYld-Pdi EU BD LUX 10/30 EUR 84.22 60.4 54.7 –1.2
PF (LUX)-EUR Liq-Pca EU MM LUX 10/30 EUR 135.92 1.0 1.5 2.6
PF (LUX)-EUR Liq-Pdi EU MM LUX 10/30 EUR 97.95 0.9 1.5 2.6
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 10/30 EUR 102.39 0.5 1.1 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 10/30 EUR 101.02 0.5 1.0 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 10/30 EUR 380.19 26.6 21.4 –23.2
PF (LUX)-EuSust Eq-Pca EU EQ LUX 10/30 EUR 124.04 24.9 15.7 –20.4
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 10/30 USD 241.16 27.0 50.0 9.6
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 10/30 USD 164.05 27.0 50.0 9.6
PF (LUX)-Gr China-Pca AS EQ LUX 11/02 USD 326.27 53.5 57.2 –18.3
PF (LUX)-Indian Eq-Pca EA EQ LUX 10/30 USD 327.41 70.9 69.7 –20.0
PF (LUX)-Jap Index-Pca JP EQ LUX 11/02 JPY 8508.21 6.3 4.7 –25.4
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 11/02 JPY 7451.87 3.6 0.4 –30.1
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 11/02 JPY 7235.07 3.1 –0.3 –30.5
PF (LUX)-JpEq130/30-Pca JP EQ LUX 11/02 JPY 4259.14 10.1 8.7 –25.8
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 10/28 USD 50.42 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 11/02 USD 256.75 66.3 65.2 –13.1
PF (LUX)-Piclife-Pca CH BA LUX 10/30 CHF 767.99 12.1 12.0 –6.7
PF (LUX)-PremBrnds-Pca OT EQ LUX 10/30 EUR 58.56 34.0 23.0 –15.8
PF (LUX)-Rus Eq-Pca OT OT LUX 10/30 USD 57.61 163.6 135.0 NS
PF (LUX)-Security-Pca GL EQ LUX 10/30 USD 90.50 29.3 32.4 –13.0
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 10/30 EUR 427.96 32.6 28.3 –20.6
PF (LUX)-Timber-Pca OT OT LUX 10/30 USD 91.98 40.6 28.7 NS
PF (LUX)-US Eq-Ica US EQ LUX 10/30 USD 95.56 20.5 20.3 –14.0
PF (LUX)-USA Index-Pca US EQ LUX 10/30 USD 84.06 19.3 16.3 –15.6
PF (LUX)-USD Gov Bds-Pca US BD LUX 10/30 USD 514.43 –3.5 5.1 5.1
PF (LUX)-USD Gov Bds-Pdi US BD LUX 10/30 USD 377.48 –3.5 5.1 5.1
PF (LUX)-USD Liq-Pca US MM LUX 10/30 USD 131.03 0.6 0.9 1.8

PF (LUX)-USD Liq-Pdi US MM LUX 10/30 USD 85.55 0.6 0.9 1.9
PF (LUX)-USD Sov Liq-Pca OT OT LUX 10/30 USD 101.55 0.2 0.7 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 10/30 USD 100.84 0.2 0.7 NS
PF (LUX)-Water-Pca GL EQ LUX 10/30 EUR 111.82 10.2 5.8 –16.0
PF (LUX)-WldGovBds-Pca GL BD LUX 11/02 USD 168.67 1.8 14.1 7.8
PF (LUX)-WldGovBds-Pdi GL BD LUX 11/02 USD 139.61 1.8 14.1 7.8

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 10/30 USD 11.82 50.8 39.1 –12.8
Japan Fund USD JP EQ IRL 11/02 USD 16.17 10.1 31.6 –5.4
Polar Healthcare Class I USD OT OT IRL 10/30 USD 11.93 NS NS NS
Polar Healthcare Class R USD OT OT IRL 10/30 USD 11.92 NS NS NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 09/30 USD 118.48 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 08/31 USD 9.17 35.9 –24.7 –17.9
Europn Conviction USD B EU EQ CYM 09/30 USD 132.78 5.1 16.9 11.1
Europn Forager USD B OT OT CYM 09/30 USD 219.18 22.5 16.6 1.8
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 09/30 USD 189.35 14.2 12.2 6.9

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 10/28 USD 113.15 96.1 80.9 –4.9

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 10/30 EUR 650.77 15.5 5.7 –21.0
Core Eurozone Eq B EU EQ IRL 10/30 EUR 771.92 17.4 10.5 NS
Euro Fixed Income A EU BD IRL 10/30 EUR 1230.05 8.7 8.9 –1.5
Euro Fixed Income B EU BD IRL 10/30 EUR 1311.84 9.2 9.5 –0.9
Euro Small Cap A EU EQ IRL 10/30 EUR 1134.89 33.9 16.8 –24.4
Euro Small Cap B EU EQ IRL 10/30 EUR 1214.43 34.5 17.5 –23.9
Eurozone Agg Eq A EU EQ IRL 10/30 EUR 610.23 22.8 13.5 –22.7
Eurozone Agg Eq B EU EQ IRL 10/30 EUR 876.08 23.4 14.2 –22.2
Glbl Bd (EuroHdg) A GL BD IRL 10/30 EUR 1365.00 14.0 15.1 2.8
Glbl Bd (EuroHdg) B GL BD IRL 10/30 EUR 1447.34 14.6 15.8 3.4
Glbl Bd A EU BD IRL 10/30 EUR 1081.86 10.3 5.5 3.1
Glbl Bd B EU BD IRL 10/30 EUR 1151.02 10.9 6.2 3.8
Glbl Real Estate A OT EQ IRL 10/30 USD 850.99 27.7 17.9 –23.5
Glbl Real Estate B OT EQ IRL 10/30 USD 876.43 28.3 18.6 –23.1
Glbl Real Estate EH-A OT EQ IRL 10/30 EUR 758.84 21.0 9.3 –24.6
Glbl Real Estate SH-B OT EQ IRL 10/30 GBP 71.42 20.5 8.7 –24.2
Glbl Strategic Yield A EU BD IRL 10/30 EUR 1551.28 37.2 34.2 1.1
Glbl Strategic Yield B EU BD IRL 10/30 EUR 1658.40 37.9 35.0 1.7
Japan Equity A JP EQ IRL 10/30 JPY 11499.09 11.3 11.5 –25.6
Japan Equity B JP EQ IRL 10/30 JPY 12243.76 11.8 12.1 –25.2
PacBasn (Ex-Jap) Eq A AS EQ IRL 10/30 USD 2150.42 67.2 69.3 –13.8
PacBasn (Ex-Jap) Eq B AS EQ IRL 10/30 USD 2292.61 68.0 70.4 –13.3
Pan European Eq A EU EQ IRL 10/30 EUR 898.79 25.1 12.5 –21.4
Pan European Eq B EU EQ IRL 10/30 EUR 957.15 25.7 13.2 –20.9
US Equity A US EQ IRL 10/30 USD 812.38 21.4 11.5 –18.4
US Equity B US EQ IRL 10/30 USD 868.91 22.0 12.2 –17.9
US Small Cap A US EQ IRL 10/30 USD 1163.26 15.7 7.1 –21.0
US Small Cap B US EQ IRL 10/30 USD 1245.02 16.3 7.8 –20.5

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 11/02 EUR 13.82 –2.2 5.3 8.7
Asset Sele C H-CHF OT OT LUX 11/02 CHF 95.91 NS NS NS
Asset Sele C H-GBP OT OT LUX 11/02 GBP 96.94 NS NS NS
Asset Sele C H-JPY OT OT LUX 11/02 JPY 9630.70 NS NS NS
Asset Sele C H-NOK OT OT LUX 11/02 NOK 110.80 –1.6 7.0 NS
Asset Sele C H-SEK OT OT LUX 11/02 SEK 138.70 –2.7 5.3 9.2
Asset Sele C H-USD OT OT LUX 11/02 USD 96.84 NS NS NS
Asset Sele D H-SEK OT OT LUX 11/02 SEK 130.17 –2.7 5.3 NS
Choice Global Value -C- GL EQ LUX 11/02 SEK 70.50 17.2 9.5 –24.8
Choice Global Value -D- OT OT LUX 11/02 SEK 67.55 17.1 9.5 –24.8
Choice Global Value -I- OT OT LUX 11/02 EUR 6.05 24.2 5.5 –28.3
Choice Japan Fd -C- OT OT LUX 11/02 JPY 46.04 2.4 2.6 –27.1
Choice Japan Fd -D- OT OT LUX 11/02 JPY 41.40 2.4 2.6 –27.1
Choice Jpn Chance/Risk JP EQ LUX 11/02 JPY 49.09 9.6 9.6 –28.9
Choice NthAmChance/Risk US EQ LUX 11/02 USD 3.64 29.9 17.4 –16.9
Ethical Europe Fd OT OT LUX 11/02 EUR 1.81 21.3 10.9 –24.5
Europe 1 Fd OT OT LUX 11/02 EUR 2.61 25.2 14.0 –24.2
Europe 3 Fd EU EQ LUX 11/02 EUR 3.79 24.0 12.5 –24.6
Global Chance/Risk Fd GL EQ LUX 11/02 EUR 0.54 16.0 0.8 –19.2
Global Fd -C- OT OT LUX 11/02 USD 2.00 20.4 16.4 –19.2
Global Fd -D- OT OT LUX 11/02 USD 1.25 20.4 NS NS
Nordic Fd OT OT LUX 11/02 EUR 5.18 30.3 27.3 –14.5

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 11/02 USD 7.01 54.8 61.0 –15.6
Choice Asia ex. Japan -D- OT OT LUX 11/02 USD 1.24 54.8 NS NS
Currency Alpha EUR -IC- OT OT LUX 11/02 EUR 10.40 –4.7 –5.0 0.7
Currency Alpha EUR -RC- OT OT LUX 11/02 EUR 10.31 –5.1 –5.5 0.3

Currency Alpha SEK -ID- OT OT LUX 11/02 SEK 96.65 –8.5 –9.0 NS
Currency Alpha SEK -RC- OT OT LUX 11/02 SEK 107.17 –5.1 –5.5 0.3
Generation Fd 80 OT OT LUX 11/02 SEK 7.42 16.3 13.6 –12.8
Nordic Focus EUR NO EQ LUX 11/02 EUR 73.91 48.1 30.8 NS
Nordic Focus NOK NO EQ LUX 11/02 NOK 77.32 48.1 30.8 NS
Nordic Focus SEK NO EQ LUX 11/02 SEK 81.91 48.1 30.8 NS
Russia Fd OT OT LUX 11/02 EUR 7.96 138.5 74.7 –17.7

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 11/02 USD 1.68 21.0 12.9 –16.8
Ethical Glbl Fd -C- OT OT LUX 11/02 USD 0.80 18.4 12.9 NS
Ethical Glbl Fd -D- OT OT LUX 11/02 USD 0.77 29.5 24.4 –16.7
Ethical Sweden Fd NO EQ LUX 11/02 SEK 39.90 44.7 47.7 –6.0
Index Linked Bd Fd SEK OT BD LUX 11/02 SEK 13.14 3.2 6.6 4.8
Medical Fd OT EQ LUX 11/02 USD 3.03 5.6 4.8 –10.8
Short Medium Bd Fd SEK NO MM LUX 11/02 SEK 8.81 1.1 1.9 2.4
Technology Fd -C- OT OT LUX 11/02 USD 0.19 NS NS NS
Technology Fd -D- OT OT LUX 11/02 USD 2.28 46.1 30.9 –12.6
World Fd -C- OT OT LUX 11/02 USD 27.75 NS NS NS
World Fd -D- OT OT LUX 11/02 USD 2.10 31.4 32.1 –11.5

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 11/02 EUR 1.27 0.0 0.5 1.0
Short Bond Fd EUR -D- OT OT LUX 11/02 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 11/02 SEK 21.95 1.8 2.7 2.6
Short Bond Fd USD US MM LUX 11/02 USD 2.49 –0.3 0.1 1.1

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 11/02 SEK 42.76 2.9 7.5 6.6
Bond Fd SEK -D- NO BD LUX 11/02 SEK 12.42 3.0 7.6 6.0
Corp. Bond Fd EUR -C- EU BD LUX 11/02 EUR 1.26 15.3 17.6 2.7
Corp. Bond Fd EUR -D- EU BD LUX 11/02 EUR 0.96 15.4 17.4 2.5
Corp. Bond Fd SEK -C- NO BD LUX 11/02 SEK 12.50 16.4 20.0 1.3
Corp. Bond Fd SEK -D- NO BD LUX 11/02 SEK 9.45 16.4 20.0 1.4
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 11/02 EUR 103.63 –0.2 7.2 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 11/02 EUR 107.97 4.2 11.9 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 11/02 SEK 1122.86 4.2 11.9 NS
Flexible Bond Fd -C- NO BD LUX 11/02 SEK 21.36 2.4 4.6 4.3
Flexible Bond Fd -D- NO BD LUX 11/02 SEK 11.68 2.4 4.6 4.3

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 11/02 USD 2.49 61.9 62.4 –14.8
Eastern Europe Fd OT OT LUX 11/02 EUR 2.34 38.7 29.9 –22.3

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 11/02 SEK 28.00 66.8 71.6 –13.7
Eastern Europe SmCap Fd OT OT LUX 11/02 EUR 2.38 84.6 45.2 –22.0
Europe Chance/Risk Fd EU EQ LUX 11/02 EUR 962.07 26.2 14.4 –26.3
Listed Private Equity -C- OT OT LUX 11/02 EUR 117.38 42.5 –15.4 NS
Listed Private Equity -IC- OT OT LUX 11/02 EUR 69.25 67.6 –0.3 NS
Listed Private Equity -ID- OT OT LUX 11/02 EUR 67.16 62.8 –3.3 NS
Nordic Small Cap -C- OT OT LUX 11/02 EUR 124.01 NS NS NS
Nordic Small Cap -IC- OT OT LUX 11/02 EUR 124.33 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 11/02 SEK 78.18 –2.4 –6.4 –16.1
Asset Sele Defensive Acc EUR -C- OT OT LUX 11/02 EUR 99.62 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 11/02 SEK 99.64 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 11/02 USD 100.73 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 11/02 SEK 71.43 –2.4 –6.5 –17.4
Asset Sele Opp C H NOK OT OT LUX 11/02 NOK 101.22 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 11/02 SEK 100.02 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 11/02 EUR 100.97 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 11/02 GBP 100.81 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 11/02 SEK 100.78 NS NS NS
Asset Sele Original C EUR OT OT LUX 11/02 EUR 100.93 NS NS NS
Asset Sele Original D GBP OT OT LUX 11/02 GBP 101.24 NS NS NS
Asset Sele Original ID GBP OT OT LUX 11/02 GBP 100.92 NS NS NS

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 10/22 USD 1110.35 18.1 –9.1 –16.6

MENA Special Sits Fund OT OT BMU 09/30 USD 1139.93 17.4 14.2 NS
UAE Blue Chip Fund OT OT ARE 10/22 AED 6.67 45.3 –8.5 –17.3

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 10/29 EUR 29.01 2.3 2.1 –0.4
Bonds Eur Corp A OT OT LUX 10/29 EUR 23.01 11.0 15.9 1.7
Bonds Eur Hi Yld A OT OT LUX 10/29 EUR 20.29 52.6 46.8 –3.6
Bonds EURO A OT OT LUX 10/29 EUR 41.02 3.9 8.5 5.2
Bonds Europe A OT OT LUX 10/29 EUR 39.09 3.2 6.4 4.2
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 10/29 USD 36.73 16.5 20.4 8.7
Bonds World A OT OT LUX 10/29 USD 43.00 8.0 17.3 8.3
Eq. China A OT OT LUX 10/30 USD 22.71 52.0 71.0 –24.9
Eq. ConcentratedEuropeA OT OT LUX 10/30 EUR 25.23 22.5 17.4 –22.3
Eq. Eastern Europe A OT OT LUX 10/29 EUR 21.82 65.1 41.2 –29.9
Eq. Equities Global Energy OT OT LUX 10/29 USD 17.95 25.9 24.0 –15.1
Eq. Euroland A OT OT LUX 10/30 EUR 10.05 9.6 4.7 –25.2
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 10/29 EUR 16.81 22.4 25.3 –19.3
Eq. EurolandFinancialA OT OT LUX 10/29 EUR 11.64 38.2 29.6 –22.4
Eq. Glbl Emg Cty A OT OT LUX 10/30 USD 9.13 52.8 54.5 –20.6
Eq. Global A OT OT LUX 10/29 USD 26.83 27.5 29.2 –18.0
Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6
Eq. Gold Mines A OT OT LUX 10/29 USD 28.38 35.7 114.4 –5.4
Eq. Japan Sm Cap A OT OT LUX 10/30 JPY 1110.85 22.7 28.8 –25.6
Eq. Japan Target A OT OT LUX 11/02 JPY 1687.53 7.8 12.0 –12.6
Eq. Pacific A OT OT LUX 10/30 USD 9.82 53.8 57.4 –19.9
Eq. US ConcenCore A OT OT LUX 10/29 USD 21.28 31.0 27.0 –11.6
Eq. US Lg Cap Gr A OT OT LUX 10/29 USD 14.44 34.0 25.6 –17.2
Eq. US Mid Cap A OT OT LUX 10/29 USD 27.40 36.7 36.9 –19.2
Eq. US Multi Strg A OT OT LUX 10/29 USD 20.25 26.7 21.5 –18.3
Eq. US Rel Val A OT OT LUX 10/29 USD 19.79 27.4 21.4 –19.4
Eq. US Sm Cap Val A OT OT LUX 10/30 USD 14.41 11.3 –6.0 –26.7
Eq. US Value Opp A OT OT LUX 10/29 USD 15.55 20.0 11.1 –24.5
Money Market EURO A OT OT LUX 10/29 EUR 27.38 0.9 1.6 3.0
Money Market USD A OT OT LUX 10/29 USD 15.83 0.5 0.9 2.1

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 11/02 JPY 8954.00 4.1 5.6 –32.1
YMR-N Small Cap Fund OT OT IRL 11/02 JPY 7125.00 11.0 18.1 –29.7

n Yuki 77 Series
Yuki 77 General JP EQ IRL 11/02 JPY 6038.00 2.3 –0.3 –31.7
Yuki 77 Growth JP EQ IRL 11/02 JPY 5696.00 –3.7 –9.5 –36.6

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 11/02 JPY 6503.00 4.2 1.0 –30.8
Yuki Chugoku JpnLowP JP EQ IRL 11/02 JPY 7771.00 –5.1 1.6 –28.6

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 11/02 JPY 4444.00 –2.3 –5.2 –33.0
Yuki Hokuyo Jpn Inc JP EQ IRL 11/02 JPY 5063.00 –4.1 –4.1 –26.9
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 11/02 JPY 5214.00 10.8 18.3 –27.3

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 11/02 JPY 4200.00 –1.2 –7.8 –36.1
Yuki Mizuho Jpn Dyn Gro OT OT IRL 11/02 JPY 4610.00 4.4 –3.7 –35.8
Yuki Mizuho Jpn Exc 100 OT OT IRL 11/02 JPY 6505.00 6.6 0.4 –31.5
Yuki Mizuho Jpn Gen OT OT IRL 11/02 JPY 8242.00 2.8 0.2 –32.1
Yuki Mizuho Jpn Gro OT OT IRL 11/02 JPY 6192.00 –1.0 2.8 –34.1
Yuki Mizuho Jpn Inc OT OT IRL 11/02 JPY 7301.00 –8.2 –9.2 –29.7
Yuki Mizuho Jpn Lg Cap OT OT IRL 11/02 JPY 4939.00 –0.9 –4.2 –31.4
Yuki Mizuho Jpn LowP OT OT IRL 11/02 JPY 11651.00 2.8 11.0 –25.0
Yuki Mizuho Jpn PGth OT OT IRL 11/02 JPY 7833.00 2.5 1.1 –35.2
Yuki Mizuho Jpn SmCp OT OT IRL 11/02 JPY 7325.00 19.4 24.5 –29.1
Yuki Mizuho Jpn Val Sel OT OT IRL 11/02 JPY 5590.00 7.6 10.1 –27.1
Yuki Mizuho Jpn YoungCo OT OT IRL 11/02 JPY 2972.00 24.5 24.5 –34.2

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 11/02 JPY 5187.00 1.7 –1.5 –34.0
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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 100.85 2.5 –11.3 –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 09/30 EUR 169.66 –21.0 –12.6 0.2
Horseman EmMkt Opp USD GL EQ USA 09/30 USD 170.66 –22.2 –14.2 –1.2
Horseman EurSelLtd EUR EU EQ GBR 09/30 EUR 189.54 –9.4 –10.6 5.6
Horseman EurSelLtd USD EU EQ GBR 09/30 USD 196.17 –9.8 –10.4 5.0
Horseman Glbl Ltd EUR GL EQ CYM 09/30 USD 380.23 –22.8 –12.2 0.9
Horseman Glbl Ltd USD GL EQ CYM 09/30 USD 380.23 –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 09/30 EUR 194.95 NS NS NS
Integrated European Fd EUR OT OT CYM 07/31 EUR 151.81 1.9 –2.7 –0.7
Integrated Multi St N EUR OT OT VGB 07/31 EUR 99.08 NS NS NS
Integrated Multi St N GBP OT OT VGB 07/31 GBP 99.21 NS NS NS
Integrated Multi St N USD OT OT VGB 07/31 USD 99.39 NS NS NS

Integrated Strategic Fund-MS Z EUR OT OT VGB 07/31 EUR 100.07 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 10/30 USD 342.44 78.2 65.3 –35.3

Antanta MidCap Fund EE EQ AND 10/30 USD 629.66 126.6 33.6 –37.7

Meriden Opps Fund GL OT AND 10/28 EUR 65.23 –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 07/31 USD 1299.94 NS –8.4 –4.9

n SEB ALTERNATIVE INVESTMENT
SEB KEY Europe Equity Long Short

Key Europe Long/Short EUR -IC- OT OT LUX 09/30 EUR 91.83 8.2 1.8 NS

Key Europe Long/Short EUR -RC- OT OT LUX 09/30 EUR 91.15 7.7 1.2 NS

n SEB KEY Hedge
Key Hedge EUR -IC- OT OT LUX 09/30 EUR 101.20 11.6 7.9 NS

Key Hedge EUR-RC- OT OT LUX 09/30 EUR 100.55 11.2 7.4 NS

n SEB KEY Market Independent II
Key Market Independent II EUR -RC- OT OT LUX 09/30 EUR 95.70 12.9 5.1 NS
Key Market Independent II SEK -I- OT OT LUX 09/30 SEK 92.92 13.1 4.9 NS

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 09/30 EUR 87.81 10.3 –4.1 NS
Key Recovery -RC- OT OT LUX 09/30 EUR 87.17 9.9 –4.7 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 10/27 USD 40.95 –50.8 –45.2 0.2
Superfund GCT USD* OT OT LUX 10/27 USD 2156.00 –41.0 –38.2 –0.7
Superfund Green Gold A (SPC) OT OT CYM 10/27 USD 918.33 –21.0 –5.9 10.4
Superfund Green Gold B (SPC) OT OT CYM 10/27 USD 892.68 –33.8 –18.8 7.5
Superfund Q-AG* OT OT AUT 10/27 EUR 6380.00 –27.2 –22.7 3.0

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 09/30 EUR 951.96 NS NS NS
Winton Evolution GBP Cls G OT OT CYM 09/30 GBP 955.54 NS NS NS
Winton Evolution USD Cls F OT OT CYM 09/30 USD 1205.96 –4.9 4.0 5.0
Winton Futures EUR Cls C OT OT VGB 09/30 EUR 195.42 –5.1 5.6 10.0
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Ryanair’s CEO vents at Boeing
Budget airline, amid price talks, gripes about leadership vacuum at plane maker

DUBLIN—Management changes
at Boeing Co. are distracting execu-
tives and threatening a big potential
jetliner order from Ryanair Holdings
PLC, the Irish budget airline’s Chief
Executive Michael O’Leary said Mon-
day in an interview.

Ryanair is one of Boeing’s biggest
airline customers and has been ne-
gotiating a possible order for 200 of
its 737 model for more than a year,
Mr. O’Leary said. If the order doesn’t
go ahead, the carrier will slow its
growth, he said.

The talks are stalled over “a very
small amount of money,” Mr.
O’Leary said.

Mr. O’Leary said that an order
from Ryanair could give Boeing a big
boost in a year that demand has
plunged.

“We’re feeling frustration at the
lack of decision-making going on at
Boeing,” Mr. O’Leary said.

A Boeing spokesman declined to
comment, citing company policy of
not discussing continuing customer
negotiations.

“We’re not going to continue
trashing our yields for growth … if
Boeing isn’t prepared to share with
us in the form of lower prices,” Mr.
O’Leary said. “We have a Plan B,” al-
though he called it “the less-favored
alternative.”

Boeing on Sept. 1 replaced the
chief executive of its jetliner divi-
sion, Scott Carson, with Jim Al-
baugh, a company veteran who had
been running its defense-and-space
unit. The company has also been fo-
cused on fixing technical glitches
dogging its new long-range 787
Dreamliner and an update of its ven-
erable 747 jumbo jet.

Mr. O’Leary said these issues

have distracted Boeing managers
from closing a deal. “There’s a lead-
ership vacuum at Boeing,” he said.
“It’s very hard to know who’s mak-
ing decisions there.”

On Monday Ryanair reported
that net profit for the three months
ended Sept. 30 rose 35% from a year
earlier, to €250.5 million ($368.7
million), on substantially lower fuel
prices. Unit costs excluding fuel fell
5%; including fuel, which fell 42%,
overall costs fell 27%. Revenue
slipped 1% to €992 million.

The airline maintained its full-
year forecast for net profit to come
in at the lower end of a range of
€200 million to €300 million.

Ryanair’s passenger traffic has
grown more than 15% annually for

the past decade and its profitability
is pegged to its ruthless pressure on
costs. One ingredient of that is big,
low-priced orders it placed with
Boeing during slumps in the cyclical
aviation market. In 2002, when the
industry was in crisis following the
terror attacks of Sept. 11, 2001, Rya-
nair ordered 100 737s. Terms
weren’t disclosed, but the airline re-
ceived exceptionally good terms, ac-
cording to people familiar with the
deal.

Ryanair’s low costs allow it to
boost traffic by cutting fares. In the
recent quarter, its average fare, or
yield, fell 17%, Ryanair said.

If the airline and Boeing can’t
strike a deal by year-end, Mr.
O’Leary said, Ryanair will throttle

back on its expansion plans. As part
of this, it will defer deliveries from
Boeing of several 737s ordered in re-
cent years, cancel options to buy ten
737s, and distribute cash to share-
holders. Beyond 2012, the company
would largely stop growing for the
foreseeable future, Mr. O’Leary said.

Deputy CEO and Chief Operating
Officer Michael Cawley said on a
conference call no decision had been
made on whether there would be a
dividend payout or share buyback,
although he said a dividend is an
“inefficient” way of returning value
to shareholders. Ryanair has more
than €2.5 billion in cash.

Through Oct. 27, Boeing booked
orders for 84 planes after cancella-
tions.

BY DANIEL MICHAELS
AND QUENTIN FOTTRELL

Source: Boeing
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British Airways plays down strike threat
LONDON—British Airways PLC

on Monday tried to play down the
threat of a walkout just before
Christmas, as a person familiar with
the matter said that the union rep-
resenting BA’s cabin crew was in the
process of notifying the carrier
about when a ballot on strike action
would take place.

The Unite union, which repre-
sents 14,000 British Airways cabin
crew, hasn’t officially opened a bal-
lot on whether to take strike action
but will do so shortly, the person
said. Notifying BA is a legal require-
ment before a ballot can be con-
ducted, the person added.

The next meeting of BA’s cabin
crew will be Dec. 14, when the result
of the ballot is expected to be an-
nounced. Depending on the result, a
strike could hit British Airways as
soon as Dec. 21.

“Holding a ballot does not mean
that any industrial action will take
place,” a British Airways spokes-
man said. “We remain available to
talk with the unions at any time.”

Strikes are dangerous to airlines
because, in addition to hitting reve-
nue, they also can damage a car-
rier’s reputations and deter from
passengers flying with the airline
again. “All of our flights are operat-
ing normally and it is very much
business as usual,” the British Air-

ways spokesman said.
On Friday, Unite applied for a

High Court injunction to stop British
Airways from making changes to
cabin crew’s working practices from
Nov. 16. The airline is planning to
reduce crews on long-haul flights
from London’s Heathrow to 14 from
15 but says the contracts of current
cabin crew won’t be changed.

“They will not take a pay cut,”
BA said. “In fact some 75% of crew
will receive a pay scale increase
worth between 2% and 7% this year
and again next year.”

Changes in onboard cabin-crew
numbers had allowed it to accept
staff requests for voluntary redun-
dancy, switch to part-time work and

transfer staff between fleets, BA
said.

BA is planning to recruit new
cabin crew at market rate plus 10%
and said it has agreed to listen to
alternative proposals from Unite.

The union has previously said it
has proposed alternative measures,
which could have saved £175 million
($287.3 million). However, a British
Airways spokesman said “there is
no basis to suggest that the package
proposed by the union would have
saved anything close to that figure.

Independent analyst Pricewater-
houseCoopers assessed the package
in the summer and the savings
would be far less than the union
was suggesting.”

BY KAVERI NITHTHYANANTHAN

Mideast media firm plans film on Muhammad
ABU DHABI—A new Middle East-

ern media company is raising capi-
tal for a planned new feature-length
film about the Prophet Muhammad.

Doha-based Alnoor Fund has
signed producer Barrie Osborne of
“Lord of the Rings” fame to steer
what fund officials say is expected
to be a $150 million project.

The undertaking doesn’t have a
screenwriter or director attached to

it yet, but the fund has signed on a
religious adviser, Sheikh Yusuf al
Qaradawi, a well-regarded Islamic
scholar. He is expected to help the
production walk the tricky line be-
tween religious devotion and con-
troversy that has plagued other Is-
lamic-themed art, books and media.

Strict Islamic religious interpre-
tations say it is prohibited to depict
Muhammad in a human form, an in-
junction that artists have ignored to
their peril.

Author Salman Rushdie, for ex-
ample, was for many years the tar-
get of a fatwa, or Islamic religious
ruling, calling for his death for his
depictions of the Prophet Muham-
mad in his book “The Satanic
Verses.” More recently, the artists
responsible for drawing cartoons in
a Danish newspaper depicting Mu-
hammad were threatened by some
Islamic scholars with death.

Previous movies about the early
days of Islam, including the 1976

film “The Message,” skirted the pro-
hibition by featuring Muhammad’s
uncle Hamza as the main character.

The Alnoor Fund, a division of
newly created Qatar media company
Alnoor Holding, is raising capital
among private investors in the Mid-
dle East to finance the English-lan-
guage film. It has $50 million al-
ready in hand and plans to raise the
additional funds and start produc-
tion by January 2011, according to a
spokesman for the fund.

BY MARGARET COKER

Lupus drug
shows promise
in latest study

Human Genome Sciences Inc.
and GlaxoSmithKline PLC said their
experimental drug Benlysta met the
goal of a second late-stage study in
treating lupus, making it likely to be
the first treatment in decades for
the autoimmune disease.

The study showed that patients
benefitted from a higher dose of
Benlysta, which the companies are
co-developing, while a lower dose
failed. Along with the success of the
first Benlysta trial in July, the re-
sults position the companies to file
for regulatory approval, which could
come as soon as late 2010, with ana-
lysts projecting annual sales eventu-
ally exceeding $1 billion a year.

The success of Benlysta has
transformed Human Genome, based
in Rockville, Md., into a company
with a multibillion-dollar market
capitalization.

Human Genome’s stock was up
28% at $23.91 Monday afternoo.
That stock price gives Human Ge-
nome a market cap of $3.25 bil-
lion,far from when shares traded at
45 cents in March amid pessimism
ahead of the two trial results.
Glaxo’s American Depositary Shares
were off 1.4%, or 59 cents, at $40.57.

“The relative benefit was similar
across both studies,” Barry Labin-
ger, Human Genome’s chief commer-
cial officer, said Monday. He added
that Benlysta showed about a 30%
improvement in response rate.

But the study only met its goal
using the higher dose, making it
more likely that the company will
pursue that usage in making regula-
tory filings in the first half of 2010.
Human Genome hopes for a six-
month review in the U.S. and said a
European launch is possible in the
first half of 2011.

“Despite some disappointment in
the data, we believe the entirety of
the data package will be sufficient
for the drug to be approved and
successfully marketed,” Sanford
Bernstein analyst Geoffrey Porges
wrote in a note to clients.

However, Andrew Baum, a Mor-
gan Stanley analyst in London, said
the lower response in all arms of
the study, and the failure to show a
reduction in the need for steroids, a
secondary goal, could raise ques-
tions about the expected high price
of the drug and its ultimate usage.
He projects $1.5 billion to $2 billion
in peak global sales.

Adding to Human Genome’s
stock gains Monday was continued
chatter that GlaxoSmithKline might
acquire the company in order to
have full rights to the drug. Mr. La-
binger declined to comment on any
such talk and stressed that Human
Genome is planning to proceed with
selling Benlysta under its current
relationship with Glaxo.

As planned, the 819-patient
study will continue for 24 more
weeks, and the companies hope to
present the full details of the data in
the first half of 2010.

The study showed success in pa-
tients at a higher dose, based on a
patient’s weight, when used with
standard care, in comparison with
the placebo group that received
standard care alone.

Lupus occurs when the body at-
tacks itself, causing inflammation
and tissue damage virtually any-
where in the body.

—Jeanne Whalen
contributed to this article.

BY THOMAS GRYTA
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Andfs. Europa EU EQ AND 10/30 EUR 7.31 12.6 7.6 –20.1
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Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
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n DJE INVESTMENT S.A.
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LuxTopic-Aktien Europa EU EQ LUX 11/02 EUR 16.56 15.6 20.3 –6.5
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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
EFG-Hermes MEDA* GL EQ BMU 09/30 USD 24.16 15.3 –17.3 –10.4
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By a WSJ staff reporter

HSIPAW, Myanmar—China and
its neighbors are moving ahead on a
multibillion-dollar oil-and-gas pipe-
line project that promises to greatly
enhance the financial strength of My-
anmar’s military regime and boost
its political clout in Asia.

That comes as the U.S. seeks new
ways to weaken Myanmar’s regime,
which has used force and imprison-
ment to subdue political opposition
and ethnic separatists over the
years, and which some analysts fear
could pose a threat to other coun-
tries as it builds up its military. Past
strategies, including the use of eco-
nomic sanctions to hobble Myan-
mar’s junta, have largely failed.

Many details of the project re-
main a mystery. Myanmar’s military
government has disclosed little, and
the main foreign companies in-
volved, including China National Pe-
troleum Corp. and Daewoo Interna-
tional Corp. of South Korea, have
said little recently aside from some
general outlines and cost estimates.

But activity is ramping up along
the proposed route, residents say. In
September, a crew of two dozen Chi-
nese engineers showed up to survey
the path through this once-quiet
mountain town, which is becoming a
major crossroads for trade with
China, a few hours’ drive away.

“It’s very hard work, in the moun-
tains,” said one of the workers, as he
ate fried eggs and papaya one morn-
ing in a local guesthouse.

When completed, the pipeline
will help unlock large untapped de-
posits of natural gas off Myanmar’s
coast and carry it hundreds of kilo-
meters to southern China, expand-
ing Myanmar’s role as one of Asia’s
important energy exporters and en-
hancing its influence over other
countries that rely on its supplies.

The project is expected to include
a port that can take deliveries of oil
from the Middle East and Africa be-
fore transferring them to China.
That will give China a new route for
oil that bypasses the congested
Strait of Malacca near Singapore,
which handles a large portion of Chi-
na’s imported crude today.

All this should improve China’s
energy security while generating
about $1 billion or more in annual
revenue for Myanmar’s government
over 30 years, according to esti-
mates by advocacy groups tracking
the project, including the Shwe Gas
Movement, based in Thailand. It is

an annual payday equivalent to
roughly a third of the country’s exist-
ing foreign-exchange reserves.

The project is an important part
of China’s strategy to diversify en-
ergy sources and reduce its reliance
on supplies that could be blocked eas-
ily by foreign powers or pirates.

Chinese media reported this year
that full-scale construction of the
Myanmar pipeline would begin in
September, but an official at a pipe-
line division of CNPC said work had
been delayed by ethnic tensions
along the pipeline route. An official
at Daewoo said work on the gas por-
tion should begin by year’s end.

Daewoo has said the overall in-
vestment, which includes develop-
ing the offshore gas with other part-
ners, including Myanmar Oil & Gas
Enterprise, Korea Gas Corp., Oil &
Natural Gas Corp. of India, and GAIL
(India) Ltd., will cost at least $3 bil-
lion. Other partners have put the to-
tal at nearly double that amount.

The project will likely make it
harder for U.S. officials to achieve
their goal of weakening the regime.
The U.S. and Europe imposed tough
sanctions on Myanmar after its rul-
ing junta ignored a 1990 national
election won by supporters of opposi-
tion leader Aung San Suu Kyi, who re-
mains under house arrest.

Many analysts argue sanctions
have only pushed Myanmar, for-
merly known as Burma, deeper into
the arms of Asian countries, such as
China and North Korea, that still do
business with the regime. In Septem-
ber, the U.S. government decided it
would step up dialogue with Myan-
mar military officials to rebuild U.S.
influence there, though it says sanc-
tions will remain in place for now.

U.S. Assistant Secretary of State
Kurt Campbell and a deputy are ex-
pected to travel to Myanmar Tues-

day for a two-day visit, as part of the
new initiative.

The pipeline project isn’t without
risks, especially for China. The route
traverses border regions rife with
ethnic tensions. Many in the area say
they detest China’s growing influ-
ence. In August, Myanmar military
forces clashed with rebels near the
pipeline route, killing more than 30
and sending 30,000 residents flee-
ing into China, resulting in a rare
public rebuke of Myanmar leaders
from China.

Human-rights groups say any
project built in Myanmar will lack
sufficient environmental and social
safeguards. Daewoo and CNPC de-
clined to comment on those con-
cerns.

In Hsipaw, many people seem un-
aware a pipeline is even contem-
plated. A once-quiet town of wood
and concrete buildings, including an
Art Deco movie house, it is becoming
a major crossroads for trade with
China, which is a few hours away by
car. A temporary bridge across the lo-
cal river is loaded down with Chi-
nese trucks while a new, bigger
bridge is being built, and the honk-
ing of horns can be heard echoing
throughout the valley from a moun-
taintop Buddhist temple nearby.

At least one guesthouse in the
area is adding a wing to accommo-
date the expected influx of Chinese
workers for the pipeline. But most of
the local residents who said they
were aware of the project said they
expected it to bring little but trou-
ble.

The pipeline “is only good for the
government,” said one resident,
who works as a waiter. “China is colo-
nizing our country.” Others said
they believed that only residents
who have connections with the mili-
tary will benefit or get jobs.
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The Lehman premium:
art sale tops estimates

Myanmar plans pipeline
Oil and gas exports
to China set to make
regime stronger
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The sale of Lehman Brothers artwork at Freeman’s auction house in Philadelphia on
Sunday brought in far more money than expected.

The region, including this small city up the road from Hsipaw, has started to take
on a new commercial importance as a transit point for trade from China.
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By Kelly Crow

PHILADELPHIA—If only paint-
ings could talk.

For years, Georges Schreiber’s
1945 view of a coral sun setting over
Manhattan’s Financial District hung
in the New York boardroom of Leh-
man Brothers. On Sunday, the oil
painting, “Brooklyn Bridge,” was
auctioned off to the highest bidder
for $20,000.

The piece was part of a group of
238 modern and contemporary art-
works that the bankrupt securities
firm offered for sale at Freeman’s
auction house to repay its creditors.
Like the majority of the works in
this sale, the Schreiber painting
sold for five times its expected
price, a resounding success that un-
derscores the public’s continued fas-
cination with the storied bank that
collapsed a year ago.

Call it the Lehman premium: The
daylong auction, expected to bring
in about $750,000, stretched well
into the evening and brought in
$1.34 million, with every artwork
finding a buyer.

At least 2,000 collectors and sou-
venir seekers had signed up to bid
on the bank’s art, with at least 400
people packing into Freeman’s nar-
row salesroom and the rest bidding
over the telephone or online. The
salesroom’s walls were covered like
a Victorian salon with the bank’s col-
lection of pastoral landscapes and
Depression-era drawings of sky-
scrapers, and post-war works by art-
ists like Louise Bourgeois, David
Hockney, and Roy Lichtenstein.

Don Stanton, a Boston wealth
manager who sits on the board of
the Rhode Island School of Design,
credited the sale’s “crazily low” esti-
mates but said the sale also showed
“certain people would still like to
buy anything from Lehman.”

New York collectors Jess Hackell
and Judy Esterow attended the sale,
as did Alexander Glauber, a corporate
art adviser who once helped Lehman
place the art among its offices in New
York, Boston and Wilmington, Del.

Upbeat at the outset, the mood in
the room wavered between giddy and
exhausted as the auctioneer toggled
bidding wars for most works, be it for
pastoral landscapes by late Impres-
sionists, Depression-era etchings of
skyscrapers or post-war abstracts.

At least five bidders went after
photographer Berenice Abbott’s
views of butcher shops and skyscrap-
ers, “New York in the 30’s.” The
group, which once hung on the 31st ex-
ecutive floor of Lehman’s Seventh Av-
enue headquarters, went for $15,000,
more than its $10,000 estimate.

Other works from the executive
suites included James E. Allen’s
1934 etchings of steelworkers such
as “The Connectors,” which sold for
$3,000, more than its $1,800 esti-
mate. The star of the sale was a late-
period Roy Lichtenstein screenprint
of the Statue of Liberty, “I Love Lib-
erty,” sold for $49,000, more than
twice its high estimate. A mint-
green abstract by Friedel Dzubas,
“Tundra II,” from 1962 sold to an on-
line bidder for $28,600, exceeding
its $15,000 estimate.

Works that looked like bargains
soared quickly. “Franklin 100,” a
color screen print of a $100 bill with
gold leaf by artist Tony King, was ex-
pected to go for $400 and sold for
$4,687.

So far, interest in Lehman’s art
seems to be eclipsing demand for Leh-
man-related memorabilia: In the last
three months, 644 items such as
mugs and T-shirts tagged as “Leh-
man Brothers” have been posted on
eBay but only about 66% have sold.
Highest bid: $200 for one of the
bank’s tea sets.
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