
Myanmar’s detained opposition leader spoke with U.S. Assistant Secretary of State Kurt Campbell on
Wednesday, which marked the highest-ranking talks between her and an American official in 14 years.
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Buffett connects

How a ‘courtesy call’ turned
into a quick agreement
News in Depth, pages 16-17
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FTSE 100 5107.89 +1.40
DAX 5444.23 +1.70
CAC 40 3670.33 +2.40

Euro $1.4835 +1.07
Nymex crude $80.40 +1.01

By Jon Hilsenrath

And Luca Di Leo

The Federal Reserve af-
firmed its plan to keep inter-
est rates low for an “extended
period” in the face of still high
unemployment and low infla-
tion but expressed growing
confidence that an economic
recovery is at hand.

“Economicactivityhascon-
tinued to pick up,” the Fed said
inastatement,notingthatcon-
sumer spending had picked up.
The Fed’s rate-setting panel
voted 10-0 to maintain the tar-
getfederal-fundsrateforinter-
bank lending at a record-low
range of zero to 0.25%.

Separately, the Fed scaled
back one of its asset-purchase
programs. The Fed will buy
$175 billion of debt issued by

mortgage giants Fannie Mae
and Freddie Mac, less than
the $200 billion the Fed had
previously said it would. The
move is likely to be seen in-
side the Fed as a minor adjust-
ment. The firms haven’t been
issuing much new debt, and it
wasn’t clear how much the
program was helping to hold
down mortgage rates.

Sincethefinancialcrisisbe-
gan in 2007, the Fed has
slashed its benchmark lending
rate from a peak of 5.25% to hit
itscurrentlevelnearzeroinDe-
cember 2008.Thecentral bank
has also passed a slate of emer-
gency measures to lift credit
markets and lending.

Economic data since the
last Fed meeting, Sept. 23,
have continued to show that

Please turn to page 31

By Marcus Walker

And Vanessa Fuhrmans

BERLIN—German politi-
cians reacted with anger and
disbelief Wednesday at Gen-
eral Motors Co.’s decision to
scrap the sale of its European
division, as the failure of the
nearly completed deal handed
Chancellor Angela Merkel her
biggest political setback since
winning re-election in Sep-
tember.

Ms. Merkel had fought for
months to arrange Opel’s sale
to Canadian auto supplier Ma-
gna International Inc. and its
Russian partner Sberbank,
and had offered billions in
state financing aid in return
for promises to protect Ger-
man factories.

GM’s decision late Tues-
day to keep Opel and its sister
British brand Vauxhall after
all, and to pursue a restructur-
ing that could involve heavier
job losses and plant closures
in Germany, blindsided Ms.
Merkel, according to people
familiar with the matter.

The chancellor’s spokes-
man said GM’s move was sur-
prising and disappointing. Her
economics minister, Rainer
Brüderle, called GM’s decision
“completely unacceptable.”

The failure of the Opel sale
is a personal defeat for Ms.
Merkel and her top aides, who
have spent “hundreds of
hours” on Opel in the past
year, according to a senior Ger-

man official.
The announcement came

at an embarrassing time. Ms.
Merkel was in Washington,
where she had just met with
President Barack Obama and
held a warmly received
speech before a joint meeting
of Congress. Throughout her
meetings, Ms. Merkel had no
indication that GM, which is
majority owned by the U.S.
government, was about to
back out of the Opel sale.

GM’s chief executive, Fred-
erick “Fritz” Henderson, noti-
fied the chancellor’s delega-
tion that the Magna deal was
dead shortly before Ms. Mer-
kel was due to board a plane
home.

The White House dis-
tanced itself from the GM deci-
sion, saying it had no direct in-
volvement. “Business deci-
sions by GM are made by the
corporate leadership at GM
and not by anybody at the
White House,” spokesman
Robert Gibbs told reporters.

GM’s expected request for
financial aid from Germany is
a headache for the chancellor,
political observers say. Either
Germany must finance GM’s
controversial restructuring
plan, or it must turn down aid
and risk seeing Opel slide into
insolvency—potentially cost-
ing more jobs and votes.

The dilemma in particu-
larly acute in North Rhine-

Please turn to page 4

GM reversal
on sale angers
Germany

Oil spilleth over
Mining a wealth
of black gold
Page 15
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Economy & Politics: In retirement, Chirac wins acclaim he never found as president
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Aung San Suu Kyi meets U.S. envoy in Yangon

europe.WSJ.com

U.S. Fed holds steady,

shows more optimism

Inside

Markets

U.K. lawmakers won’t be al-
lowed to seek reimburse-
ment for mortgages on sec-
ond homes or to employ fam-
ily members under proposed
new rules following the scan-
dal over dubious expense
claims that has hurt Parlia-
ment’s reputation. Page 3

n Fitch cut Ireland’s credit
ratings by two notches, as the
OECD warned of falling out-
put and rising debt. Page 2

n The U.S. and EU filed a
complaint at the WTO over
China’s export tariffs on stra-
tegic raw materials. Page 2

n U.S. stocks rose slightly
but gave up most of their ear-
lier gains following the Fed’s
policy statement. Shares in
Europe advanced. Page 20

n Chrysler said it broke even
in September, as the auto
company laid out its five-
year recovery plan. Page 6

n UKFI’s CEO warned that
the value of the government’s
stakes depends on bonuses
set high enough to retain es-
sential talent. Page 19

n Société Générale posted a
big jump in profit as im-
proved market conditions
boosted earnings at its in-
vestment bank. Page 22

n The killings of five British
soldiers by an Afghan police-
man stoked fears of Taliban
infiltration into Afghanistan’s
security forces. Page 10

n An Italian court convicted
23 U.S. intelligence opera-
tives on charges of kidnap-
ping an Egyptian imam on a
Milan street. Page 11

n Protesters in Iran took
control of an annual anti-
American rally and turned it
into a major demonstration
against Tehran. Page 12

n Marks & Spencer broke
with tradition by disclosing it
will start selling branded
products alongside its own-
brand fare next year. Page 8

n Novartis plans to buy a
Chinese vaccine maker, un-
derscoring big pharma’s
growing interest in emerging-
market inoculations. Page 7

n Panasonic is formally
launching its takeover bid for
Sanyo, part of a move to
transform itself into a green
energy powerhouse. Page 30

n The Vatican post office
issued its first Braille stamps
to commemorate the 200th
anniversary of the birth of
Louis Braille, who created the
reading system for the blind.
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Cults of personality can
become a problem when
succession looms. For Berk-
shire Hathaway, domi-
nated by the figure of War-
ren Buffett, is buying Burl-
ington Northern Santa Fe
one way of addressing this
issue?

Berkshire assures inves-
tors that plans for Mr. Buf-
fett’s retirement—he is 79
years old—are in hand. But
part of the stock’s appeal
lies in the potential gains
to be made when its feted
chief executive identifies
an undervalued company
and makes a big bet on it.
There is no guarantee such
skill can be replicated.

One thing Burlington
provides is another indus-
trial arm to Berkshire, tak-
ing it further toward look-
ing like a traditional con-
glomerate.

Fox-Pitt Kelton analyst

Matthew Carletti estimates
Burlington would consti-
tute 12% of Berkshire’s
2010 pro forma revenue,
making it larger than the
energy business. Whoever
succeeds Mr. Buffett will
have a broader portfolio of
operational businesses to
run like a regular CEO, sep-

arate from the planned
chief investment officer po-
sition.

The $15.8 billion cash el-
ement of the deal also swal-
lows up a big chunk of the
$24.5 billion sitting on
Berkshire’s balance sheet.
Meanwhile, the 50-for-1
split in Berkshire’s Class B

shares, to accommodate
small Burlington sharehold-
ers exchanging their paper
for Berkshire’s, should give
the stock a more mass-mar-
ket appeal. One new B
share would be worth $67
and change, rather than
the $3,384 price in late
Wednesday trading.

If greater liquidity re-
sults, Berkshire might also
attract more analyst cover-
age. Five analysts provide
2010 earnings estimates
for Berkshire, according to
Thomson Reuters, com-
pared with 17 for General
Electric.

Such considerations
might be thought to apply
only to “regular” compa-
nies. But that is what Berk-
shire may well come to re-
semble after Mr. Buffett re-
tires.
 —Liam Denning

More at WSJ.com/Heard

GM faces fresh roadblocks
as it starts over on Opel

Can RIM’s margins survive battle of smart phones?

The reshaping of Eu-
rope’s auto industry remains
as elusive as ever.

In reversing a decision to
sell a majority stake in Opel-
Vauxhall, General Motors
likely has prolonged the life
of its remaining European
car business. Only if GM pro-
ceeds with a drastic pruning
will there be much improve-
ment in the poor economics
of volume auto production
in the oversupplied Euro-
pean market. That process is
back at the starting line.

GM stopped the sale
partly because of the threat
of a European Union investi-
gation into the Œ4.5 billion
($6.6 billion) of German gov-
ernment aid promised to the
Magna International-led con-
sortium that was lined up to
buy Opel. Brussels was
rightly worried that Berlin
favored the Magna deal, be-
cause it would protect Ger-
man jobs. Any delay might
have been fatal for Opel-
Vauxhall. It may have suffi-
cient liquidity to do business
only until January.

Even if the Magna deal
had gone through, the threat
of insolvency could have re-
emerged in two or three
years. There were doubts
over Magna’s ability as a
components specialist to
turn around the company,
particularly given a complex
joint venture involving Rus-
sian partners and GM itself.

As it is, GM’s decision
looks entirely sensible now
that the intense political
pressure has eased. In the
U.S., GM’s emergence from
bankruptcy protection has
freed it up to reinvest in its
European operations. In Ger-
many, the appeal to Chancel-
lor Angela Merkel of a union-

friendly rescue has disap-
peared after her convincing
election victory in Septem-
ber. The surprising success
of the car-scrapping pro-
grams in Germany and the
U.S. has bought GM extra
time to think through what it
might lose from selling Opel
and its small-car expertise.

At least GM’s decision
shows there is a smidgen of
confidence creeping back
into the European industry’s
prospects.

All the same, Opel re-
mains in dire straits. First,
GM has to negotiate Œ3 bil-
lion in new state aid from
Germany, the U.K., Spain and
possibly Belgium to keep
Opel going. Second, it will
need support from German
trade unions, now furious
that the Magna deal has
fallen through, to execute its
original plan to cut Opel’s
costs by 30%.

Finally, as the effect of
the scrapping programs
wears off, the European auto
market is likely to contract,
and prices with it. GM now
has to navigate all those po-
tential roadblocks.
  —Matthew Curtin

Training for life after Buffett

Is smart-phone pioneer
BlackBerry in danger of be-
coming the AOL of the mo-
bile-device market?

Perhaps. Verizon Wire-
less’s launch on Friday of
the Droid phone, a Motorola-
built handset using Google’s
Android operating system,
signals the opening of a new
front in the smart-phone
war. Early buzz on the Droid
suggests it may be the stron-
gest competitor to Apple’s
iPhone so far. But it is Black-
Berry maker Research In
Motion that is particularly
vulnerable.

BlackBerry has failed to
build on the popularity of
its email service with a ro-
bust Internet browser. That
wasn’t a major issue while
the iPhone was the only

other game in town. But
competitive smart phones
now include the Palm Pre as
well as the Droid.

Of course, RIM could rein-
vent the BlackBerry and re-

capture momentum. Even if
it does, though, it may find
it difficult to maintain profit
margins. RIM’s gross margin
dropped to 44% in the latest
quarter from 56% three
years ago, despite little

change in the average sell-
ing price of its devices. That
is partly because the newer,
more complex devices are
more costly to make.

Devices aren’t likely to

become simpler. Yet prices
are likely to come under
pressure as competition in-
tensifies. That suggests
RIM’s gross margin will con-
tinue declining.

What’s more, as Deutsche

Bank analyst Brian Modoff
says, RIM likely will have to
boost spending on R&D and
marketing if it is to maintain
its market share. The com-
bined impact would be weak
profit growth even if sales
boomed. Citigroup analyst
Jim Suva estimates RIM’s op-
erating margin will drop to
19.2% in fiscal 2011 from
23.1% last quarter, excluding
litigation expense. That
would slow earnings-per-
share growth to just 1.7%, as-
suming 18% sales growth.

In the wake of a recent
selloff, RIM is trading at 14
times consensus 2010 earn-
ings. That appears cheap rel-
ative to Apple. But given
RIM’s challenges, it may be
still pricey.
 —Martin Peers

Financial Analysis and Commentary

RIM will likely have to boost
spending on R&D and marketing if
it is to maintain its market share
for the BlackBerry.

Source: Thomson Reuters
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Sales odometer
Percentage change from 2008 
in newly registered passenger 
cars in Germany, Jan. to Sept.

Audi -4.29%

BMW -9.08

Ford 39.25

Mercedes Benz -16.96

Opel 32.39

Porsche 9.96

Smart -0.08

VW 34.02

Total international brands 48.21
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Fitch downgrades Ireland amid declining output

U.S., EU complain to WTO over China
Steep levies, quotas
on raw materials
raise trade tensions

INDEX TO BUSINESSES

The European Court of Human
Rights ruled that the display of cruci-
fixes in Italian public schools vio-
lated religious and educational
rights, but the court didn’t order It-
aly to take crucifixes off the walls. A
front-page headline on Wednesday
incorrectly said crucifixes were
banned at Italian schools.

By John W. Miller

BRUSSELS—The U.S. and Euro-
pean Union filed a formal com-
plaint at the World Trade Organi-
zation over China’s steep export
tariffs on strategic raw materials,
further ratcheting up pressure on
China’s trade policies.

At issue are levies and quotas
China imposed two years ago dur-
ing the commodity boom, as part
of an attempt, only marginally suc-
cessful, to stem the rising flow of
key industrial minerals from the
country.

It is the latest volley amid ris-
ing trade tensions among the
world’s three major trading blocs,
as President Barack Obama pre-
pares for a visit to China this
month. This year, the WTO has
ruled against Chinese restrictions
on distribution of Western music
and movies; against the EU over
subsidies for commercial aircraft;
and received a Chinese complaint
over EU antidumping measures.

Overall, the number of new anti-
dumping measures—tariffs en-

acted to discourage imports of
goods being sold below cost—rose
to 281 in the year to June 2009, a
27% jump from a year earlier. The
biggest target: China.

The recession is “making every-
thing more and more compli-
cated,” says Fredrik Erixon, an ana-
lyst with the European Centre for
International Political Economy, a

Brussels think tank. “It’s the result
of one country becoming a trade gi-
ant in only 10 years, and two other
trade giants having trouble adjust-
ing to that fact.”

As Chinese manufacturers have
made increasingly sophisticated
consumer goods, such as iPods,
cellphones and computers, they
have grown dependent on cheap

and accessible minerals such as
zinc, silicon and tantalum.

The 2007 quotas and export tar-
iffs, some as high as 95%, came as
economies were scrambling to get
minerals. China wasn’t the only
country to use export duties to
keep resources at home. Russia,
Ukraine, Argentina, South Africa
and India have put tariffs or other

forms of restrictions on exports in-
cluding wood, chemicals and iron
ore. As another part of its plans to
secure natural resources, China
signed a host of lucrative contracts
in resource-rich nations.

There is little evidence that the
tariffs worked as export volumes
continued to rise, though slightly,
after they were imposed. Because
commodity prices jumped, the
value of Chinese exports of key in-
dustrial metals rose to $13.3 bil-
lion in 2008 from $9.7 billion, ac-
cording to Global Trade Informa-
tion Services.

Still, EU and U.S. officials say
the policy offers an unfair cost
edge to Chinese companies.

On June 23, the EU and U.S.,
joined by Mexico, asked for meet-
ings with China at WTO headquar-
ters in Geneva. The talks achieved
nothing. “We always believe these
measures under dispute are legal,”
said a Chinese trade official
Wednesday.

In their complaint, U.S. officials
say they are challenging the tariffs
on nine minerals: bauxite, coke, flu-
orspar, magnesium, manganese,
silicon metal, silicon carbide, yel-
low phosphorus and zinc.

When China joined the WTO in
2001, it made commitments to
keep tariffs low. Analysts say the
current regime is likely to be found
illegal, although China will at-
tempt to invoke a loophole in WTO
law. “The tariffs do raise issues un-
der WTO rules, says Nikolay Mizu-
lin, a Brussels-based lawyer for
Hogan & Hartson LLP.

The WTO will consider the re-
quest to convene a three-person ar-
bitration panel at a meeting Nov.
19. The panel will then rule toward
the middle of 2010. A ruling
against China would force Beijing
to drop the tariffs or face retalia-
tory trade sanctions.

LEADING THE NEWS

CORRECTIONS &
AMPLIFICATIONS

By Michael Wilson

And Quentin Fottrell

DUBLIN—Fitch Ratings cut Ire-
land’s credit ratings by two notches
on Wednesday, as the Organization
for Economic Cooperation and De-
velopment warned of falling output
and rising debt.

The ratings firm cut the coun-
try’s sovereign rating to AA-minus
from AA-plus, and said the down-
grade “reflects the severity of the de-
cline in nominal [gross domestic
product] and the exceptional rise in
government liabilities.” The agency
said falling GDP will mean a tax-reve-
nue shortfall of around Œ2 billion
($2.9 billion) in 2009, putting pres-

sure on the government’s budget
deficit. Liabilities associated with
banking-sector support measures
are also weighing substantially on
Ireland’s debt position, Fitch said.

The Bank of Ireland seemed to
share Fitch’s bleak view; the chief ex-
ecutive of the country’s biggest pri-
vate-sector bank said the outlook re-
mains “challenging.” The bank re-
ported a 73% drop in first-half
profit, hit by restructuring and im-
pairment charges, the crisis and the
slump in the property market. It
posted net profit of Œ168 million for
the six months to Sept. 30, down
from Œ628 million a year earlier.

Finance Minister Brian Lenihan
saw some good in the Fitch news.

“While this is a somewhat disap-
pointing development iIt is worth
noting that Fitch has given us a sta-
ble outlook. This provides us and
the markets with some certainty,”
he said in a statement.

“It is also, however, a reminder
of the risks and challenges we face if
we do not continue to bring stability
and sustainability to the public fi-
nances,” he said.

He said the government must im-
prove competitiveness and address
the difficulties in the banking sys-
tem.

In the 16-country euro zone, Ire-
land was among hardest hit by the
recent downturn after a decade of
heady growth left banks heavily ex-

posed when the housing market col-
lapsed.

Gross government debt, includ-
ing the forthcoming National Asset
Management Agency, is expected to
rise to over 110% of GDP by the end
of 2010, Fitch said.

“As recently as the end of 2007,
gross government debt was just 25%
of GDP,” the ratings agency said.
“The rise in debt is likely to push the
ratio of debt interest payments to
tax revenue above 15%, one of the
highest among Fitch-rated sover-
eigns in the ‘AA’ range.”

The OECD gave a cautious out-
look for Ireland Wednesday, fore-
casting that GDP would decline 7.5%
in 2009 and fall 2.4% in 2010.

“The priority now is to restore
the banking sector to good health,”
the organization said in its report
on Ireland. “Substantial fiscal con-
solidation is needed.”
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Trade tiffs
Recent trade disputes in 2009

Sources: WTO, EU

Nov. 4: EU, U.S., Mexico complain 
to WTO about Chinese export tariffs

Oct. 24: China complains to WTO 
about EU anti-dumping measures

Oct. 9: EU Commission recommends 
extension of imports tariffs on shoes 
from China and Vietnam

Sept. 12: U.S. slaps duties on 
imports of Chinese tires.

Aug. 12: WTO rules against 
Chinese restrictions on movies and 
music distribution

A worker transfers rolls of copper tubes at a plant in southeast China
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U.K. services sector lifts economic hopes
October data show
expanding activity,
echoing EU gains

U.S. Fed holds steady on rates, expresses more optimism

Iran military plans to open news agency for ‘super media power’

FROM PAGE ONE

Note: Readings above 50 indicate expansion; 
below 50, contraction
Source: Markit

Service-sector surge
U.K., Euro zone service-sector index
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Jobs come first
Historically, the U.S. Federal Reserve has waited for the unemployment 
rate to ease before it has started raising its interest-rate target

*Fed tightened policy and then loosened a few months later. 
Source: Federal Reserve Board, Labor Department, Federal Reserve Bank of New York
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By Ilona Billington

And Joe Parkinson

LONDON—Hopes that the Brit-
ish economy grew in the fourth
quarter were buoyed Wednesday as
the purchasing-managers index for
the services sector rose in October
to the highest level since before the
credit crunch began.

That followed a better-than-ex-
pected performance in the euro
zone as a revised reading reflected
continued strong performance in
France, surveys indicated.

“Growth of the U.K. service sec-
tor gathered momentum in Octo-
ber, accelerating to the fastest in
over two years,” said Paul Smith, se-
nior economist at Markit Econom-
ics. He added that the headline in-

dex, which covers about 40% of the
U.K. economy, “is currently consis-
tent with quarterly growth in ex-
cess of 1% at the start of the fourth
quarter.”

Markit, which compiles the sur-

veys, said the U.K. services PMI in-
dex rose to 56.9 in October from
55.3 in September, while the euro-
zone index was revised to a two-
year high of 52.6 from 50.9 a month
earlier.

Both gains were above expecta-
tions and showed that the domi-
nant service sector in the two re-
gions expanded further. A reading
above 50 indicates that activity is
growing while a reading below that
level indicates declining activity.

“The main message from the
euro-zone PMI surveys this month
is that growth conditions continue
to improve, with the euro-zone com-
posite PMI consistent with growth
of about 0.4% on the quarter going
into the fourth quarter,” said Do-
minic Bryant, euro-zone economist
for BNP Paribas.

The services PMI surveys ech-
oed the manufacturing PMI sur-
veys which reported Monday a bet-
ter-than-expected U.K. situation
and a strong pickup in the euro
zone.

Markit said its measure of pri-
vate-sector activity in the euro
zone across the services and manu-
facturing sectors rose to an almost
two-year high of 53 in October from
51.1 in September.

“Surging growth in France
helped propel the euro-zone recov-
ery in October, with the region ex-
panding at the fastest pace since De-
cember 2007,” said Chris William-
son, chief economist at Markit.

However, European companies
continued to have difficulties with
pricing power. Euro-zone indus-
trial producer prices fell in annual
terms for the ninth consecutive
month in September, weighed
down by a fresh drop in energy
prices, and highlighting the contin-
ued risk of deflation, data from Eu-
ropean Union statistics agency Eu-
rostat showed Wednesday.

Factory gate prices dropped
0.4% from August and were 7.7%
lower than in September 2008, Eu-
rostat said. In August, producer
prices rose a revised 0.5% from the

prior month and but were 7.5%
lower than a year earlier.

The perceived strength of the
U.K. data could persuade the Bank
of England to delay its expected
bond-buying extension from the
current £175 billion ($286.4 bil-
lion). The Bank of England cur-
rently buys that amount of bonds
using freshly created money, as a
way to prop up the economy.

However, a Dow Jones News-
wires survey of economists last
week showed a majority expect the
program to be expanded at the cen-
tral bank’s policy meeting Thurs-
day. The economists point to a drop
of 0.4% in gross domestic product
reported for the third quarter.

“On balance, our base case re-
mains that of a further £25 billion
being committed to the quantita-
tive easing process thursday, but
(we) would be loath to forcefully ar-
gue against more aggressive ac-
tion,” said Richard McGuire, fixed-
income strategist for the Royal
Bank of Canada Capital Markets.

the worst recession since the Great
Depression appears to be winding
down, with clear improvements in
manufacturing and the housing sec-
tor.

Decision-making at the Fed is at a
potential inflection point. For much
of the past six months, officials have
been mostly focused on programs to
buy roughly $1.75 trillion of mort-
gage-backed securities, Treasury
bonds and debt issued by Fannie
Maeand FreddieMac. Withthe Trea-
sury purchases completed and a
course set for the mortgage pur-
chases, this was the first meeting in
months when the purchase pro-
grams didn’t dominate the agenda.

Attention is in turn shifting to the
Fed’s target for the federal-funds
rate, at which banks lend to each
other overnight. Since March, the
Fed has assured investors it would
stay near zero for an extended pe-
riod, but officials have begun to dis-
cussinternally howand when thatre-
assurance should change.

Its statement included a hint at
how it will think about rates in the
months ahead. In its declaration that
interest rates would remain near
zero for “an extended period,” the
Fed included new qualifiers explain-
ing the conditions that would justify
keeping rates low: “low rates of re-
source utilization, subdued infla-
tion trends, and stable inflation ex-

pectations.” As slack subsides, or if
inflation or inflation expectations
pick up, the Fed could shift from this
stance.

In the months ahead, Fed officials
will wrestle with two conflicting
challenges. On the one hand, the un-
employment rate is so high and
other measures of slack in the econ-
omy—such as unused factory capac-
ity—are so great that substantial
downward pressure on inflation will
linger even after a recovery takes
hold.

On the other hand, interest rates
are so far below where they would
be in normal times and the Fed has
pumped so much money into the fi-
nancial system that the Fed runs the
risk of creating inflation or new
speculative financial bubbles if it
miscalculates and overstimulates
the economy.

Officials could begin to talk more
about normalizing policy in the
weeks ahead. But they are likely to
emphasize that it is conditional on
how the economy performs, with
warnings that rates could rise next
year but that such a move isn’t a cer-
tainty given the downward pres-
sures on inflation and the vulnerabil-
ities of the economy.

Three key dates loom on the
Fed’s calendar. The first is Friday,
when the Labor Department re-
leases its estimate of the October un-
employment rate and payroll job

growth. A rise in the jobless rate—
which would signal that slack is still
building in the economy—could put
off the debate about whether to
change the language in its state-
ment about future interest-rate in-
creases. After the last four reces-
sions, the Fed waited an average of
12 months after the unemployment
rate started falling to start raising
rates.

On Nov. 16, Mr. Bernanke will give
a luncheon address at the Economic
Club of New York. It could provide a
forum for him to elaborate on his
views about the outlook for the econ-
omy and policy. On Nov. 25, the Fed
will release minutes from its meet-
ings this week. Theminutes could re-
veal the depth of discussion at this

meeting on whether the Fed should
change its signals to the market on
when it might raise interest rates.

In some ways, normalization has
already begun. The Fed has com-
pleted its plan to purchase $300 bil-
lion of Treasury securities and laid
out a plan to complete $1.25 trillion
in purchases of mortgage-backed se-
curities by the end of March. Other
facilities that provide emergency
loans to investment banks and com-
mercial-paper loans to blue-chip
companies will expire Feb. 1 and
have already sharply waned in use.

The improvement in financial
markets in the past few months has
been especially stark, to the point
that bankers and some foreign offi-
cials are beginning to worry that

new bubbles are building outside
the U.S. Even in the U.S., the Dow
Jones Industrial Average has now
risen by more than 49% since a
March 9 low, which was hit just be-
fore the Fed ramped up its money-
pumping activities that month.
Yields on junk bonds and other debt
investments have fallen relative to
Treasury bonds to levels seen be-
fore Bear Stearns collapsed in
March 2008, a sign of waning risk
aversion.

Fed officials are paying height-
ened attention to financial condi-
tions because they were such a cru-
cial factor in the crisis and because
super-low interest rates could pro-
duce new speculative bubbles.

Fed officials also have been
struck by the vigor of the economic
rebound overseas, particularly in
Asia, and by the snapback in many fi-
nancial markets.

It is possible that some officials
upgraded their forecasts for eco-
nomic growth a bit at this week’s
meeting, though officials aren’t very
enthusiastic about the growth out-
look. Temporary factors have
boosted growth recently, such as the
“cash for clunkers” auto program
and housing tax credits. In addition,
bank credit is tight and household in-
comes aren’t growing much.

Many see growth around 3% in
the months ahead, not enough to
bring the unemployment rate down
much.

Continued from first page

By Farnaz Fassihi

Iran’s elite Revolutionary Guard
Corps, already an economic, politi-
cal and military power, is quietly
pushing into a new domain: the me-
dia.

By March, the Revolutionary
Guards plan to launch Atlas, a news
agency modeled on services such as
the Associated Press and the British
Broadcasting Corp., according to
semiofficial Iranian news sites. The
move comes as the Guards are in-
creasing control over the conserva-
tive Fars News Agency, which has be-
come the mouthpiece of the Iranian

regime. Fars denies that it is linked
to the Guards.

On Oct. 29, Brig. Gen. Moham-
mad Reza Naqdi, the head of the
Basij, a Revolutionary Guard volun-
teer task force, announced what he
called a new era of “super media
power” cooperation between the
media and the Revolutionary
Guards, according to official Iranian
news outlets.

Analysts say the Guards aim to
control the official account of
events coming out of Iran and offer a
counternarrative to reports pub-
lished by independent and reform-
ist media outlets.

The Guards “want to dominate
the flow of information and be the
ones telling the world what’s going
on in Iran,” says Omid Memarian, a
dissident journalist who now lives
in the U.S. and who did his military
service with the Guards.

Last week, the government
awarded Fars first place for best
news agency at Iran’s annual media
fair. At the same time, it has shut
down reformist newspapers and
Web sites. On Monday, business
newspaper Sarmayeh, which has
been critical of President Mahmoud
Ahmadinejad’s economic policies,
was shut down. The official IRNA

news agency said the daily was
closed because its content strayed
from business topics.

The Revolutionary Guards, cre-
ated shortly after the 1979 revolu-
tion, have increased their influence
since 2005 during the administra-
tion of President Mahmoud Ah-
madinejad, himself a former mem-
ber. The government’s current slate
of cabinet ministers, provincial gov-
ernors, ambassadors and lawmak-
ers draws heavily from former mem-
bers or commanders of the Guards.

In October, a business unit of the
Guards bought 51% of the shares of
Iran’s Telecommunications Co. from

the government for about $8 billion,
effectively gaining control of the
country’s telephone landlines, all In-
ternet providers and two mobile-
phone companies. (The government
directly owns the rest of the com-
pany.)

The Guards control Iran’s strate-
gic long-range missiles and have
business holdings in sectors from
oil and gas to construction, shipping
and telecommunications. When un-
rest erupted across Iran after the dis-
puted re-election of Mr. Ahmadine-
jad in June, the Guards were respon-
sible for a crackdown to restore secu-
rity.
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David Cameron, Britain’s opposition Conservative Party leader, answers questions during a news conference in London on
Wednesday. He said a Conservative government wouldn’t seek ‘to sabotage the operation of the European Union.’

Cameron scrambles
for new Europe policy
With Lisbon signed,
he pledges obstacles
to a federal Europe

New rules clamp down
on parliamentary perks

LEADING THE NEWS

By Joe Parkinson

And Alistair MacDonald

U.K. opposition leader David
Cameron pledged that, if elected, he
would hold a referendum on any fur-
ther transfer of sovereignty from
the U.K. to the European Union, aim-
ing to repair damage from his aban-
donment of a “cast-iron guarantee”
of a referendum on the now-ratified
Lisbon Treaty.

In a speech Wednesday, Mr. Cam-
eron said an elected Conservative
Party would pass a law that obliged
U.K. governments to hold a vote if
further powers were transferred to
the EU and would also pass a U.K.
sovereignty bill that would ensure
“the final word on our laws is here in
Britain” and not in EU courts.

“We will give the British people a
referendum lock to which only they
should hold they key,” he said, add-
ing that his party would “never al-
low Britain to slide into a federal Eu-
rope.”

Mr. Cameron had given a “cast-
iron guarantee” in 2007 to hold a ref-
erendum on the Lisbon Treaty,
which his party opposes. However,
with the Czech Republic approving
the treaty on Tuesday, Mr. Cameron

said there was no practical purpose
to holding a referendum.

Mr. Cameron has taken the Con-
servatives on a relatively smooth
journey to a double-digit lead over
the Labour government in part by
successfully papering over party di-
visions on the EU that helped dam-
age the party when it was last in
power in the 1990s. Some of that old
strife has re-emerged this week.

Bill Cash, a Conservative mem-
ber of Parliament who rebeled
against his party on European pol-
icy in the 1990s, said that Mr. Cam-
eron was mistaken to say that the
party can’t hold a referendum on a
treaty that is already law. He
pointed to a vote that took place in
1975 on the U.K.’s membership of
the then European Economic Com-
munity, which it was then a legal
part of.

Robert Olds, a director of the
Euro-skeptic think tank the Bruges
Group, said that Mr. Cameron dem-
onstrated on Wednesday that he
didn’t “understand” Europe.

The Tories are favorites to win
next year’s U.K. election but they
have come under pressure in local
and European elections from the
U.K. Independence Party. UKIP sup-
ports the U.K.’s withdrawal from the
EU.

Mr. Cameron was mocked in Par-
liament, where he is used to having
the upper hand over Prime Minister
Gordon Brown. Former Labour min-
ister David Blunkett told him his

cast-iron guarantee had “turned out
to be made of plywood.” Still, the is-
sue has yet to produce a widespread
break in Conservative ranks.

Aside from the referendum
pledge, Mr. Cameron also said a Con-
servative government would seek
an opt-out clause from the Charter
of Fundamental Rights, greater pro-
tection from EU encroachment into
the U.K. criminal-justice system,
and restoration of U.K. control over
social and employment legislation.

Mr. Cameron also sought to

reach out to Europe, saying a Conser-
vative government wouldn’t seek
“to sabotage the operation of the Eu-
ropean Union” and would be an “ac-
tive member” of the bloc.

A spokesman for the European
Commission said “the commission
does not comment on political party
manifestos.” However, one EU offi-
cial singled out for concern Mr. Cam-
eron’s proposal for a sovereignty
law placing ultimate authority in
U.K. courts.

“Any questioning of the primacy

of community law would of course
create difficulties,” the official said.

Mr. Brown’s Labour Party has
welcomed the ratification of the Lis-
bon Treaty, which the party also
promised to hold a referendum on.
But after the treaty was revised fol-
lowing “no” votes in France and the
Netherlands, the government said it
wouldn’t hold a vote because it no
longer represented a significant
transfer of U.K. sovereignty.
 —Laurence Norman

contributed to this article.
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By Alistair MacDonald

U.K. lawmakers were told Wednes-
day that they likely won’t be allowed
to seek reimbursement for mort-
gages on their second homes or to em-
ploy family members, as part of an at-
tempt to cap the expense-claim scan-
dal that has ended careers and hurt
the reputation of the self-styled
“mother of all Parliaments.”

The suggested rules were con-
tained in a report ordered earlier this
year by Parliament, in the wake of em-
barrassing revelations that the legis-
lative body’s expense system had
been used to reimburse politicians
for everything from toilet seats and
dog food to interest payments for
mortgages that no longer existed.

But the proposed changes may
not sate an angry public, which will
make its own judgments in an elec-
tion next year.

The report by Sir Christopher
Kelly, a former civil servant, is
meant to build “safeguards for the
taxpayer” into the system, and it
calls for a whittling down of parlia-
mentary perks. Among the changes:
members of Parliament who live out-
side London would have to rent resi-
dences in the capital, rather than
claim interest payments on second
homes purchased in London.

The new rules also would stop
MPs from constituencies within a
“reasonable” commuting distance of
Parliament from claiming reimburse-
ment for a second residence at all.

Sir Christopher, the chairman of
the Committee on Standards in Pub-
lic Life, an advisory body to the gov-
ernment, also called for an end to

claims for cleaning, gardening and
furniture, which produced some of
biggest headlines from the leaked re-
ceipts published in the spring by the
Daily Telegraph newspaper. Prime
Minister Gordon Brown recently
agreed to repay £12,000 ($20,000)
in expenses, primarily related to
cleaning and gardening services,
that he had charged to taxpayers.

Anothermeasure wouldbanfuture
British politicians from employing
family members, a widespread prac-
tice in U.K. political circles. MPs who
currently employ a family member
will be able to do so for one more full
Parliament before the practice is out-
lawed altogether in about five years.

The report has the backing of the
leaders of Britain’s three main par-
ties—ruling Labour, the Conserva-
tives and the Liberal Democrats—
and will feed into a review by the
new Independent Parliamentary
Standards Authority. After consulta-
tion with MPs, the authority hopes
to begin implementing a new ex-
pense regime by April.

“People want to know that the
system will be different: It will be
open, it will be transparent, it will
fair,” Mr. Brown said in Parliament
on Wednesday.

But some MPs said the new rules
were an overreaction that will in-
crease bureaucracy and make being
a politician so expensive that only
the wealthy will be able to do it.

“We are so desperate to pander
to the people at the foot of the guillo-
tine that we are not being intelli-
gent,” said Roger Gale, a Conserva-
tive MP for North Thanet in south-
east England.
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By Ethan Smith

The Beatles catalog finally be-
came available through an online
music service, but not the way the
band’s record label, EMI Group Ltd.,
intended.

London-based EMI on Tuesday
filed suit against Bluebeat.com, ac-
cusing the online retailer of violat-
ingcopyrightlawbyofferingtheBrit-
ish band’s entire catalog
without permission.

Also named as defen-
dants in the suit, filed in
U.S. District Court in Los
Angeles, were Blue-
beat’s parent company,
Santa Cruz, Calif.,-based
Media Rights Technol-
ogy Inc., and Media
Rights Chief Executive
Hank Risan.

A spokeswoman for
EMI said the company
“has not authorized con-
tent to be sold or made
available on Bluebeat.
com.”

Mr. Risan, in a tele-
phone interview
Wednesday, called EMI’s
lawsuit and statements
“disingenuous.” In a se-
ries of follow-up emails
he declined to elaborate, saying he
would have more to say later
Wednesday or Thursday.

The Beatles music has long been
an elusive prize for online music ser-
vices like Apple Inc.’s iTunes Store.
But the band and EMI have never
reached an agreement to license the
music for online sale. The Beatles,

for instance, are a notable absence
from Google Inc.’s OneBox, the new
service that lets users listen to a
song once, free of charge, from a
Google search-results page.

Bluebeat.com lets users listen to
music on its Web site for free. As of
midday Wednesday, that included
the entire Beatles catalog, which
EMI and the band have never autho-
rized for online use.

The Web site also sells MP3 down-
loads for just 25 cents—far less than
the99centsto$1.29typicallycharged
bytheiTunesStore.TheBeatlessongs
weren’t available for download on
Bluebeat.com as of Wednesday.

Separately, on Tuesday TheBeat-
les.com began selling a $328 USB
stick carrying digital copies of the
entire Beatles catalog.

Panasonic bets big on Sanyo’s batteries
Company receives
assurance to move
on $4.45 billion deal
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EMI sues online retailer
over use of Beatles catalog

By Daisuke Wakabayashi

TOKYO—Panasonic Corp. is for-
mally launching its takeover bid
for Sanyo Electric Co., part of a
move by Japan’s largest consumer
electronics company to transform
itself into a green energy power-
house.

Panasonic said Wednesday it
won sufficient assurance from reg-
ulators around the world to pro-
ceed with the $4.45 billion deal
that would give it a strong position
in three promising enviro-busi-
nesses: solar panels, fuel cells and
rechargeable batteries for hybrid
and electric vehicles.

The move comes at a time when
Japanese consumer-electronics
makers are struggling to make
money on household goods like
televisions and DVD players amid
intensifying competition from
South Korean rivals, and they are
seeking new business lines for
more growth.

Panasonic President Fumio Oht-
subo said recently that the energy-
related businesses will be the com-
pany’s “most important” in the
near future. With Panasonic’s ten-
der offer for a majority stake in
Sanyo launching Thursday, the
smaller partner gets a deep-pock-

eted partner with a smaller battery
business.

“The idea is to take our technol-
ogy, combine it with Panasonic’s fi-
nancial support, and we’ll make
this growth business grow even
more,” Mitsuru Homma, the Sanyo
executive vice president in charge
of rechargeable batteries, said at a
recent news conference.

Panasonic and Sanyo’s battery
businesses generated a combined
745.76 billion yen ($8.25 billion) in
revenue, or about 8% of the two
companies’ joint sales, in the past
fiscal year.

Even after divesting some oper-
ations to satisfy antitrust officials,
the combination would create a
leader in rechargeable batteries, es-
pecially for nickel metal hydride
batteries, which are used in cur-
rent hybrid vehicles from Toyota
Motor Corp., Ford Motor Co., and
Honda Motor Co. Together, the
two companies account for most of
the batteries currently used in hy-
brid cars.

It also better positions the two
companies in the lithium-ion bat-
tery business, the technology ex-
pected to underpin the next wave
of car batteries for hybrid and elec-
tric vehicles. Sanyo and Panasonic
account for nearly 30% of all pro-
duction capacity, according to Mac-
quarie Research.

“It’s really a transformational
event that people haven’t really re-
alized yet,” said David Gibson,
head of research at Macquarie Se-
curities. “This isn’t a consumer-

electronics driven deal. It’s about
batteries and solar.”

Japanese rivals Toshiba Corp.,
NEC Corp. and GS Yuasa Corp. are
already working on lithium-ion bat-
teries, which offer more power
than the current nickel metal hy-
dride ones. They also faces serious
competition from South Korea’s
Samsung SDI Co. and LG Chem
Ltd., China’s BYD Co., and A123 Sys-
tems Inc. from the U.S.

Panasonic said it will pay at
least 402.3 billion yen for a mini-
mum 50.02% stake in Sanyo via a

tender offer, which commences
Thursday and ends Dec. 7. The elec-
tronics giant will pay 131 yen per
share of Sanyo, a 39% discount to
its closing share price of 216 yen on
Wednesday.

The acquisition price was set in
late December after Sanyo’s three
main shareholders—Goldman
Sachs Group Inc., Sumitomo Mit-
sui Banking Corp. and Daiwa Secu-
rities SMBC Co.—agreed to accept
a 4% discount to the stock price at
the time.

Since then, investors have bid

up Sanyo’s share price amid grow-
ing interest in battery technology
and a broader market rally. Shares
representing a minority Sanyo
stake are expected to continue trad-
ing.

Panasonic has been working
with antitrust watchdogs in major
markets to gain approval for the
deal. Panasonic said it plans to sell
its own nickel metal hydride re-
chargeable car batteries business
to ease competition concerns from
Chinese regulators. Panasonic also
has a 40% stake in Panasonic EV En-
ergy Co., a nickel metal hydride hy-
brid-car battery joint venture with
Toyota.

Without specifying details, Pa-
nasonic said it will “implement
measures” in accordance with Chi-
nese regulators to reduce Panason-
ic’s influence in the joint venture. A
person familiar with the matter
said Panasonic will likely be forced
to reduce its stake in the venture.

Last week, Sanyo announced it
will sell parts of two rechargeable
battery businesses to a unit of
Fujitsu Ltd.

Batteries are by far Sanyo’s
most profitable business. The bat-
tery division, which also includes
solar panels, made 53.97 billion
yen in operating profit in the past
fiscal year ended March 31, 2009,
but losses at its other divisions
pushed Sanyo into the red for a
fifth straight year. Sanyo says its
batteries are used in 25% to 30% of
all mobile phones, laptop comput-
ers and digital cameras.

Panasonic’s president, Fumio Ohtsubo, left, and Sanyo Electric President Seiichiro
Sano at a news conference announcing Panasonic’s formal offer for Sanyo.

TECHNOLOGY JOURNAL

EMI filed suit against Bluebeat.com, accusing the
online retailer of violating copyright law.
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Last year, 10 billion dollar bailout.
This year,multi million dollar bonuses.

Goldman Sachs–all that it is.With exclusive interviews and unparalleled access,find out what’s
going on inside the world’s most secretive bank.Only in this weekend’s SundayTimes.

Lloyd Blankfein, CEO Goldman Sachs
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GM reversal on sale of Opel, Vauxhall angers Germany

By Will Bland

MOSCOW—General Motors
Corp.’s decision to retain its Euro-
pean unit is “genuinely surprising,”
and the spurned bidders, Canada’s
Magna International Inc. and Rus-
sian state-controlled OAO Sber-
bank, will scrutinize the legal basis
for the pullout, said Dmitry Peskov,
a spokesman for Russian Prime Min-
ister Vladimir Putin.

“The Russian government sup-
ported and will continue to support
this deal” to sell Opel/Vauxhall to

Magna and Sberbank, Mr. Peskov
said. “Even if it doesn't take place,
the government has serious plans to
restructure and modernize auto
manufacturing.”

Sberbank, Russia’s biggest bank,
and Magna were each prepared to
commit Œ500 million ($744 million)
for equal stakes of 27.5% in Opel.
Russia’s second-largest car maker
OAO GAZ Group, controlled by bil-
lionaire Oleg Deripaska, was an in-
dustrial partner to the bid.

“Our interest was based on our
desire to increase our presence in

the passenger-car segment,” a
spokeswoman for GAZ said. GAZ
produces mostly vans and mini-
buses.

The problematic deal with Opel,
with its international political over-
tones, is wrapped up in the “supersti-
tions of the U.S. State Department,”
Mr. Deripaska earlier told the Rus-
sian press. The State Department has
denied Mr. Deripaska a visa to visit
the U.S., although he recently visited
the country in cooperation with the
Federal Bureau of Investigation and
met with Detroit executives.

A Sberbank spokeswoman said
the bank couldn’t immediately com-
ment on the GM decision on Opel.

“The motivation, it seems to me,
is very simple: to keep Opel within
the zone of political and economic
influence of American business and
American politics,” said Oleg Moro-
zov, deputy head speaker in the
lower house of Russian parliament
for Mr. Putin’s United Russia Party.

Privately, Russian officials said
the collapse of the Opel deal could
have repercussions for GM’s opera-
tions in Russia, with other coun-

tries’ auto makers getting business
from the Kremlin, as it seeks to mod-
ernize the industry, Russia’s Inter-
fax news agency reported.

Russia’s biggest auto maker,
OAO AvtoVAZ, is working with
France’s Renault SA and Japanese
sister company Nissan Motor Co. to
produce new car models starting in
2012.

Russian auto demand has
dropped by half in the past year af-
ter unemployment jumped and
bank credit dried up amid the coun-
try's first recession in a decade.

Magna, Sberbank will examine basis for GM’s pullout

LEADING THE NEWS: GM REVERSES ON OPEL

We'll keep them after all
GM’s Opel vehicle assembly 
plants in Europe

ZARAGOZA, SPAIN
Builds: Corsa, Meriva, Combo
Employs: 6,700

ANTWERP, BELGIUM
Builds: Astra
Employsz: 1, 700

RÜSSELSHEIM, GERMANY
Builds: Insignia
Employs: 4,600

GLIWICE, POLAND
Builds: Astra, Zafira 
Employs: 2,600

BOCHUM, GERMANY
Builds: Astra, Zafira
Employs: 4,800

ST. PETERSBURG
Builds: Chevrolet Cruze
Employs: 6,700

EISENACH, GERMANY
Builds: Corsa
Employs: 1,600

ELLESMERE PORT, U.K.
Builds: Astra
Employs: 2,200

LUTON, U.K.
Builds: Vivaro
Employs: 1,300

Astra
Vivaro

Combo

Corsa

Insignia

Cruze

POLAND

SPAIN

GERMANY

RUSSIA

BELGIUM

U.K.

Meriva

Zafira

2009

2008

U.S. PLANTS
228 locations, 36 states, 151 cities  

EMPLOYEES
209,000 world-wide

BRANDS
Buick, Cadillac, Chevrolet, GMC, 
GM Daewoo, Holden, Opel, 
Vauxhall and Wuling

SALARIES*
CEO $1.3 million a year
CFO $720,000 a year

FIRST-QUARTER NET LOSS
$5.98 billion

$3.28 billion

U.S. VEHICLE DELIVERIES 
September 2009 
284,300

EUROPEAN SALES VOLUME
September 2009, Opel/Vauxhall 
121,890

TOTAL DEBT
$17.3 billion as of June 1, 2009†

U.S. GOVERNMENT BAILOUT
$50 billion allocated 
by the government
$30.1 billion used by GM
$2.5 billion additional 
funds requested

*Salaries have been reduced but the 
new levels have not been disclosed

†Excludes debt related to GME and 
excludes preferred stock

Source: the company

General Motors at a glance | The company says its overall health has improved lately

Westphalia, the most populous of
Germany’s 16 states, where GM’s
plan could lead to the closure of a fac-
tory in the economically struggling
city of Bochum.

That is potentially explosive for
Ms. Merkel’s conservative ally, state
premier Jürgen Rüttgers, who
needs union-labor votes to win re-
election in May 2010.

Losing the state would rob Ms.
Merkel’s center-right alliance of its
majority in Germany’s upper house
of parliament, jeopardizing the gov-
ernment’s ability to pass economic
legislation, including its signature
policy of income-tax cuts.

While many German politicians
denounced GM’s decision on
Wednesday, Mr. Rüttgers was partic-
ularly scathing, saying the U-turn in
Detroit “shows the ugly face of
turbo-capitalism,” and pledging for
fight for the Bochum plant.

Government representatives
said it was unknown whether the
government in Berlin would meet
any GM requests for financing aid,
adding that Germany would have to
study GM’s proposals first.

GM is expected to ask European
governments that host Opel or Vaux-
hall plants for about Œ3 billion ($4.4
billion) to revamp the operations.
Around Œ2 billion of that sum will

come from Germany, GM officials
hope.

However, Ms. Merkel is deeply
skeptical about giving taxpayer aid
to Opel without it having a new
owner, according to a person famil-
iar with her thinking. The chancel-
lor rejected Opel’s first pleas for aid
a year ago because she saw no way
to make sure that German public
money wasn’t effectively subsidiz-
ing GM in Detroit, this person said.

The chancellor saw a sale of Opel
to Magna as the only way to make
sure German taxpayer aid stayed in
Germany, this person said. In addi-
tion, Germany’s political class takes
an overwhelmingly dim view of

GM’s management of Opel in recent
years, blaming Detroit for the Ger-
man brand’s financial losses and
sinking market share.

Mr. Brüderle said Wednesday
that GM must repay a Œ1.5 billion
bridge loan that Germany had ex-
tended to smooth the sale of Opel,
and which expires Nov. 30.

“I can’t imagine that Germany
would support and give money for a
GM strategy of cuts and closures at
Opel,” said Tilman Meyer, a political
scientist at Bonn University. “If
GM’s decision was based on getting
state aid, then they may have miscal-
culated,” he said.

GM’s reversal also denied invest-

ment banks hefty fees they would
have received for advice on a highly
complex deal. KPMG advised the Ma-
gna consortium. Commerzbank AG
and Frankfurt-based boutique Fre-
itag & Co. were hired by General Mo-
tors to find buyers for the European
business. Morgan Stanley and Black-
stone advise General Motors in the
U.S.; both are expected to have a role
in the restructuring of GM’s global
operations. Commerzbank and Mor-
gan Stanley declined to comment.
Blackstone, Freitag & Co and KPMG
didn’t respond to requests for com-
ment.

 —Liam Vaughan contributed to
this article.

Continued from first page

4 THURSDAY, NOVEMBER 5, 2009 T H E WA L L ST R E ET JO U R NA L .

Motorola’s Droid is smart success for Verizon users
By Walter S. Mossberg

Verizon Wireless customers
tend to love the company’s fast 3G
network. But many tech-oriented Ve-
rizon loyalists gripe about the carri-
er’s high-end smart phones, which

haven’t matched
the cachet and ver-
satility of the Apple
iPhone sold by
AT&T. In fact, some

Verizon customers have switched to
AT&T simply to get an iPhone.

But this week, Verizon is rolling
out a device that finally gives it a
more credible alternative. This new
$200 phone is the Motorola Droid
and it’s the first Verizon model to
run Google’s Android smart-phone
operating system.

I’ve been testing the Droid, and
while it has some significant draw-
backs, I regard it as a success over-
all. It’s the best super-smart phone
Verizon offers, the best Motorola
phone I’ve tested and the best hard-
ware so far to run Android. I can rec-
ommend the Droid to Verizon loyal-
ists who have lusted for a better
smart phone, but don’t want to
switch networks.

Like the iPhone, the Droid is re-
ally a powerful hand-held computer
that happens to make phone calls,
and is a platform for numerous
third-party programs, or apps. Cur-
rently, Android offers over 12,000

such apps. That is just a fraction of
the newly announced total of
100,000 apps available for the
iPhone, but it’s well above what the
newer BlackBerry or Palm phones of-
fer.

The Droid is also the first phone
that runs the 2.0 version of Android,
which sands off some of the rough
edges of Google’s platform and adds
some features—notably, a free,
built-in voice-prompted turn-by-

turn navigation program. Android
still isn’t as slick or fluid as the
iPhone’s OS, in my view, but it has
some functionality Apple omits, in-
cluding the ability to run multiple
third-party apps simultaneously.

The Droid is a handsome,
squared-off black device with a gor-
geous, huge, high-resolution
screen, bigger and sharper than the
iPhone’s. There’s also a slide-out
physical keyboard. It’s only a tad

longer and thicker than the
Apple product. But it’s 25%
heavier, which makes it less
comfortable to carry
around in your pocket.

The Droid also has a
higher-resolution camera
than the iPhone’s: five mega-
pixels versus three megapix-
els. And the camera has a
flash, which the Apple
lacks. In my tests, pictures
came out OK, though not
dazzling, and videos I shot
were quite good.

The Droid’s large
3.7-inch screen looked
great, but it lacks multi-
touch features, such as two-
finger zooming, and it
seemed less responsive
than some other touch
screens I’ve tested.

Battery life is listed at a
whopping 6.4 hours, and, in
my tests, the Droid easily

lasted through the day on a single
charge. Phone calls were crisp and
clear, and I never suffered a
dropped call. Verizon’s network
was speedy and reliable for Web
surfing, email and social network-
ing.

I copied some songs and videos
onto the Droid by plugging it into a
computer, and all played properly.

The Droid, whose $200 price
comes only after a $100 mail-in re-
bate, requires a minimum $70
monthly service plan for two years,
and text messaging costs extra. It
comes with 16 gigabytes of memory,
in the form of a removable card, and
can handle up to a 32-gigabyte card.

Unfortunately for lovers of physi-
cal keyboards, I found the one on
the Droid to be pretty awful. It has
flat, cramped keys that induce too
many typing errors, yet lacks auto-
correction. I found myself using the
virtual on-screen keyboard, which
was pretty fast and accurate for me,
and did include auto-correction.

Another downside: The Droid’s
screen has only three panels for dis-
playing apps, versus 11 on the
iPhone, and some large apps, called
widgets, hog much of the space on
these panels.

Like the Palm Pre, the Droid tries
to integrate social networking with
contacts, though in a more limited
way. It handles Google’s Gmail and
Facebook, as well as Microsoft Ex-

change for corporate email and
data. A nice feature lets you tap a
contact’s picture and get instant op-
tions for ways to communicate.

The Droid can do some cool
tricks with a couple of $30 optional
docks, one for the car and one for
the desk or nightstand. When
placed in the car dock, the phone au-
tomatically displays a horizontal
view with large buttons, including
one for the built-in navigation sys-
tem. In my tests, this navigation sys-
tem worked pretty well, even show-
ing photos of certain intersections.
But it also gave me a couple of bad
directions, such as sending me the
wrong way at a fork in the road.

When placed in the desktop
dock, the Droid displays the time
and a different row of large icons
from when it’s in the car dock, in-
cluding music and an alarm clock.

I ran into one odd flaw with my
test Droid, and with a second test
unit tried by a colleague. Neither
could send a photo via multimedia
messaging to either my iPhone or
her BlackBerry. Verizon was able to
send pictures this way to my iPhone
from other Droids, and it suspects
some flaw in our test units.

The Droid is potentially a big win
for Verizon, Motorola and Google,
as well as for loyal Verizon custom-
ers.

Email to mossberg@wsj.com.

By Jessica E. Vascellaro

Google Inc. Chief Executive Eric
Schmidt has snapped up Bay Area
talent for years, first as an executive
at Sun Microsystems Inc., then as
CEO of computer maker Novell Inc.
and now as the 54-year-old boss at
Google.

The hiring has been particularly
fast and furious at the Internet
search giant, which has grown to
more than 19,600 employees world-
wide. Roughly a third of those work-
ers live in the Bay Area, according to
Google.

Google recruits from Stanford
University and the University of Cali-
fornia, Berkeley, among other
places, and has set off hiring wars
with rivals such as Microsoft Corp.
Now Google is poised to beef up its
work force again as the tech indus-
try comes out of a recession and
workers remain plentiful amid high
unemployment rates in Silicon Val-
ley.

Here’s what Mr. Schmidt, a
33-year resident of the Bay Area,
had to say about Silicon Valley hir-
ing and the role of the weather in the
local labor market:

WSJ: With so many other schools in
the U.S and around the world dou-
bling down on engineering and tech-
nology, is Silicon Valley at risk of los-
ing its edge?
Mr. Schmidt: Anyone who bets
against Silicon Valley is betting
against a successful track record of
40 or 50 years.

You’ve got the universities.
You’ve also got a very, very effective
venture-capital industry, which is
very well honed and you have the
creations of at least a biotech revolu-

tion and a high-tech revolution, and
the possibilities of the green revolu-
tion being created here.

When I’m asked about this, and
I’ve been asked this for years, I an-
swer this the same: It is the weather.
There’s a reason why generations of
young people who are willing to chal-
lenge assumptions and so forth have
ended up in the Bay Area, and the
weather is not a small part.

WSJ: What makes Silicon Valley and
Silicon Valley workers different,

and can that be replicated else-
where?
Mr. Schmidt: You need a bunch of
things. You need a venture-capital
industry, you need a culture that
will be tolerant of failure and the
laws have to allow you to fail and not
be criminalized. You have to obvi-
ously have a global perspective.

It has been remarked many times
in Silicon Valley that when you walk
through Silicon Valley, the majority
of the people do not look like
WASP-y Americans. They at least vi-

sually appear culturally different
and they are often from India, for ex-
ample. These are all reproducible
but they aren’t reproducible easily.

WSJ: Many of the industries you
have outlined, like biotech and en-
ergy, require sustained investment
and lots of investment in capital-in-
tensive infrastructure. Does Silicon
Valley have the culture to wait for
those sort of transformative initia-
tives to bear fruit?
Mr. Schmidt: I think it is a mistake

to assume that the only interesting
businesses are the ones which re-
quire no capital like Web-based busi-
nesses. I don’t see any particular rea-
son why high-cost capital business
cannot also be built in the same caul-
dron as these low-cost ones.

WSJ: As Google starts hiring again,
what percentage of your new hires
will come from the Bay Area, and
how does that compare to previous
years?
Mr. Schmidt: I suspect it will be
pretty similar. The supply lines are
pretty much the same every year.

Top universities, key technical
companies, talent that wants to
move to Google and so the primary
hiringhasbeen,if you thinkofuniver-
sities, has been Stanford and Berke-
ley. And then you have a couple
places like MIT and Carnegie Mellon.

But I would say that if you in-
clude people who are currently stu-
dents and therefore they already
live in Bay Area, it is probably a very
healthy percentage.

WSJ: A lot of workers in Silicon Val-
ley have been laid off. Do you think
they will end up back in the tech sec-
tor? Will Google hire them?
Mr. Schmidt: I don’t know about
Google.

I do think that they will be re-
hired and especially if they have
maintained their currency.

The problem with being laid off
in Silicon Valley is if you are laid off
for a few years, which would be terri-
ble, during that time, the technol-
ogy moves forward, so you have to
keep yourself current.

If they maintain their currency, I
think there are very good hopes for
them.

Google’s Schmidt weighs in on Silicon Valley
The Internet search giant’s chief discusses the region’s track record, local talent and the importance of weather

Google CEO Eric Schmidt cites the weather as a reason young people flock to the Bay Area in California.
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The Motorola Droid, the first
Verizon model to run Google’s

Android system.
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LEADING THE NEWS: THE GM OPEL REVERSAL

GM may not close
as many Opel plants

General Motors Co. will review a
restructuring plan for its Opel and
Vauxhall units “very soon” that
could include fewer plant closures, a
senior executive said a day after GM
decided to keep the European opera-
tions.

John Smith, GM’s top executive
handling the Opel restructuring, also
said Wednesday the company could
repay aid to the German government
if necessary, and had a “Plan B” to
restructure without assistance from
European states, declining to elabo-
rate.

Mr. Smith said on a conference
call with reporters that GM was “al-
ready working to freshen the Opel
viability plan” following a decision
Tuesday by GM’s board of directors
to keep control of the operation.

GM will soon commence an inter-
nal review on the business, which
hasn’t made money in a decade. The
Opel/Vauxhall brands have contin-
ued to lose market share, with sales
down 11.4% year-on-year in the Jan-
uary-September period compared
with a 6.6% industrywide decline.

The company plans to approach
the German government and other
European states soon to seek a €3
billion ($4.4 billion) financing for
the turnaround plan.

The plan parallels restructuring
proposals GM developed earlier for
Opel and Vauxhall, which would cut
structural costs by 30% and elimi-
nate 10,000 jobs.

However, GM may not close all
three Opel plants envisaged by that
plan. Mr. Smith said it had found “a
very interesting proposal” for one of
the plants that could keep it open,
declining to be specific.

He also addressed the €1.5 billion
bridge loan GM received in May
from Germany that is proving to be
a key sticking point following GM’s
decision to keep Opel, rather than
sell control to Magna International
Inc. and its Russian partners, OAO
Sberbank and car maker OAO Gaz.

Mr. Smith said GM has already
paid back some of the loan and now
owes €900 million. “We can and we
will repay the bridge loan,” he said.
Once the bridge loan is repaid, a
trust board that has been in place as
the custodian of a 65% Opel stake
will be dissolved, he said.

He added that Opel was perform-
ing “at or slightly above plan” and
had a “healthy cash balance,”
though it needed funding for the re-
structuring.

GM is continuing to draw down
cash from the U.S. Treasury, and an
Obama administration official said
the U.S. loan agreement includes
“restricted and unrestricted money”
that would provide leeway to use at
least some of the funds for Opel.

The official, who spoke on condi-
tion of anonymity, said the govern-
ment isn’t aware of any U.S. funds
being used on Opel up to this point.
The official noted that Opel’s opera-
tions have generated money that
will ultimately allow GM to start
paying back the Treasury loans.

GM’s Mr. Smith expressed confi-
dence in eventually securing German
government support, despite the po-
litical tensions that followed Tues-
day’s decision. He said GM’s plan
somewhat mirrors Magna’s plan.

“The plans are very similar...If
they like the Magna plan, they will
also like the GM plan,” he said.

Mr. Smith, speaking about the
GM board’s decision, said the direc-

tors concluded that selling Opel
would have left GM with “poten-
tially a pretty big strategic hole.” He
said the directors, since first taking
up the Opel issue in August, have al-

ways been on the fence as it relates
to the strategic question of whether
to keep the unit or sell control.

The GM board was persuaded to
keep Opel by the unit’s “improving

business environment” and its stra-
tegic importance to GM, GM Chief
Executive Frederick “Fritz” Hender-
son said in a statement Tuesday
evening.

BY JOHN STOLL

Source: General Motors

Losing traction
Operating loss for GM Europe
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New Opel cars are seen on a car transporter at the Adam Opel factory in Ruesselsheim, Germany
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Workers in Britain hail
GM’s Vauxhall reversal

LONDON—Worker representa-
tives of General Motors Corp.’s U.K.
Vauxhall unit hailed GM’s abrupt de-
cision not to sell its European oper-
ations almost as a reprieve.

“This is an incredible turnaround
from General Motors,” said Tony
Woodley, head of the Unite union.
“It is fantastic news for the U.K. and
right that General Motors does not
break up its family and instead re-
tains ownership of Vauxhall.”

The reaction was in stark con-
trast to the reaction from workers
at GM’s larger German unit, Adam
Opel AG, where workers threatened
protests over GM’s decision to jetti-
son a plan to sell its European units
to Magna International Inc.

Although GM’s latest plans for
Opel and Vauxhall are unclear,
Unite’s Mr. Woodley said he expects
GM to adhere to previous plans to
keep U.K. auto-production sites in-
tact, although he acknowledges the
need for some restructuring.

Magna didn’t have an express
plan to shutter Vauxhall facilities,
and last month assured union lead-
ers it wouldn’t seek layoffs.

In exchange for job guarantees,
the work force agreed to make cost-

cluding a two-year pay freeze.
Vauxhall operates two plants in

the U.K. at Luton and Ellesmere Port
and employs about 5,000 workers.
The union says Vauxhall supports
25,000 jobs in manufacturing and
services, as well as 403 components
companies.

The Luton plant may be most
vulnerable. It has annual capacity of
150,000 vehicles, but currently is
producing only 65,000, including the
Trafic van for Renault SA and the
Primastar van for Nissan Motor Co.
Ellesmere Port has annual capacity
of 210,000 vehicles and currently is
making 120,000, but it builds a new
van that is to come to market next
month and has an Astra station
wagon in the pipeline for 2010.

British policy makers in recent
months had fear that the takeover
plan by Magna would favor the re-
tention of German plants of GM’s
Opel which included substantial fi-
nancial support from the German
government.

U.K. Business Secretary Peter
Mandelson on Wednesday said he
was eager to talk to GM about its
Vauxhall plans.

“I have always said that if the
right long-term sustainable solution
is identified, then the government
would be willing to support this,”

BY TERENCE ROTH
AND JONATHAN BUCK

T H E WA L L ST R E ET JO U R NA L . THURSDAY, NOVEMBER 5, 2009 5

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 23.50 $25.53 0.17 0.67%
Alcoa AA 29.90 12.51 –0.12 –0.95%
AmExpress AXP 11.30 35.96 –0.08 –0.22%
BankAm BAC 189.20 14.70 –0.10 –0.68%
Boeing BA 4.80 48.07 0.39 0.82%
Caterpillar CAT 8.30 56.22 –0.24 –0.43%
Chevron CVX 9.40 76.28 –0.42 –0.55%
CiscoSys CSCO 53.60 23.29 0.38 1.66%
CocaCola KO 6.40 53.49 0.37 0.70%
Disney DIS 12.00 28.03 0.41 1.48%
DuPont DD 7.50 32.19 –0.36 –1.11%
ExxonMobil XOM 21.00 71.30 –0.44 –0.61%
GenElec GE 75.70 14.19 –0.13 –0.91%
HewlettPk HPQ 14.90 47.76 0.25 0.53%
HomeDpt HD 18.00 24.96 –0.04 –0.16%
Intel INTC 82.80 18.59 0.23 1.25%
IBM IBM 5.80 121.29 0.13 0.11%
JPMorgChas JPM 39.50 42.21 –0.49 –1.15%
JohnsJohns JNJ 12.60 59.52 0.59 1.00%
KftFoods KFT 27.90 26.67 –0.87 –3.16%
McDonalds MCD 11.60 60.29 1.05 1.77%
Merck MRK 34.00 32.64 1.97 6.42%
Microsoft MSFT 56.80 28.06 0.53 1.93%
Pfizer PFE 49.70 16.93 0.20 1.20%
ProctGamb PG 12.10 59.03 0.45 0.77%
3M MMM 3.90 74.07 0.01 0.01%
TravelersCos TRV 5.40 50.16 0.08 0.16%
UnitedTech UTX 4.10 63.58 0.38 0.60%
Verizon VZ 13.60 29.10 0.03 0.10%
WalMart WMT 13.40 50.38 0.48 0.96%

Dow Jones Industrial Average P/E: 17
LAST: 9802.14 s 30.23, or 0.31%

YEAR TO DATE: s 1,025.75, or 11.7%

OVER 52 WEEKS s 662.87, or 7.3%

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

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

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

Sol Melia 419 –3 –3 –56 TUI 974 26 61 66

Pilkington Group 80 –2 –2 –11 ThyssenKrupp 297 26 54 –29

Bco Espirito Santo  126 –2 8 9 M real  1225 26 97 –196

Allied Domecq  89 –2 6 1 Brit Awys 560 30 59 66

ACE  74 –2 ... 3 Contl 515 35 63 –7

WPP 2005 171 –2 –11 –43 Kabel Deutschland 428 36 45 –44

Barclays Bk  78 –1 4 ... Intl Pwr  479 39 61 28

Edison  101 –1 7 9 Norske Skogindustrier  985 42 61 –74

Allied Irish Bks 171 –1 6 –7 Grohe Hldg  1223 81 179 –216

TeliaSonera 53 –1 1 –5 Ineos Gp Hldgs  1941 97 154 –219

Source: Markit Group

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

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

ArcelorMittal Luxembourg Iron & Steel $55.1 23.80 4.89% 14.9% –26.8%

Soc. Generale France Banks 50.1 45.64 4.56 –0.1 –61.0

Barclays U.K. Banks 61.5 3.37 4.19 72.0 –51.6

ING Groep Netherlands Life Insurance 28.3 9.18 4.14 3.2 –74.1

UniCredit Italy Banks 58.7 2.36 4.08 27.6 –57.7

L.M. Ericsson Tel B Sweden Telecomms Equipment $31.7 74.65 –1.13% 22.6 –46.2

Roche Hldg Part. Cert. Switzerland Pharmaceuticals 110.5 160.10 –0.87 –4.6 –28.0

Diageo U.K. Distillers & Vintners 45.4 9.93 –0.70 3.7 1.5

GlaxoSmithKline U.K. Pharmaceuticals 115.7 12.22 –0.57 2.6 –13.0

Novartis Switzerland Pharmaceuticals 138.2 53.25 –0.56 –6.2 –29.7

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

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

UBS 59.4 17.01 4.04% –11.8% –74.7%
Switzerland (Banks)
BNP Paribas S.A. 92.4 52.63 3.46 –6.0 –37.4
France (Banks)
BHP Billiton 63.1 17.05 3.30 49.6 62.9
U.K. (General Mining)
Daimler 51.3 32.57 3.14 17.8 –29.8
Germany (Automobiles)
Anglo Amer 51.7 23.26 3.01 49.4 –7.8
U.K. (General Mining)
Rio Tinto 72.7 28.63 2.76 17.6 15.9
U.K. (General Mining)
BG Grp 64.8 10.93 2.49 14.8 54.9
U.K. (Integrated Oil & Gas)
ABB 44.7 19.59 2.40 27.1 7.6
Switzerland (Industrial Machinery)
GDF Suez 96.7 28.87 2.39 –18.5 –10.0
France (Multiutilities)
Deutsche Bk 44.7 48.50 2.32 40.2 –50.9
Germany (Banks)
Nokia 49.2 8.85 2.31 –30.8 –42.4
Finland (Telecomms Equipment)
Assicurazioni Gen 39.9 17.29 2.25 –13.1 –39.6
Italy (Full Line Insurance)
Banco Santander 132.5 10.95 2.24 35.8 –15.2
Spain (Banks)
E.ON 77.4 26.07 2.16 –19.6 –16.4
Germany (Multiutilities)
Allianz SE 53.3 79.35 2.10 15.3 –47.5
Germany (Full Line Insurance)
BASF 50.4 36.96 1.99 32.2 7.8
Germany (Commodity Chemicals)
AXA S.A. 51.8 16.73 1.98 0.3 –45.4
France (Full Line Insurance)
Sanofi-Aventis S.A. 97.4 49.95 1.88 6.6 –24.7
France (Pharmaceuticals)
France Telecom 67.6 17.20 1.78 –15.5 –13.8
France (Fixed Line Telecomms)
Total S.A. 145.0 41.64 1.66 –2.6 –24.0
France (Integrated Oil & Gas)

HSBC Hldgs 193.1 6.77 1.42% 0.2% –24.0%
U.K. (Banks)
Vodafone Grp 131.3 1.36 1.34 16.2 3.0
U.K. (Mobile Telecomms)
Siemens 83.2 61.38 1.29 25.5 –14.5
Germany (Diversified Industrials)
Credit Suisse Grp 64.4 55.40 1.28 36.1 –31.0
Switzerland (Banks)
ENI 101.4 17.07 1.25 –8.2 –29.5
Italy (Integrated Oil & Gas)
Banco Bilbao Viz 66.6 11.97 1.10 20.1 –37.0
Spain (Banks)
Deutsche Telekom 60.1 9.29 1.09 –19.6 –31.0
Germany (Mobile Telecomms)
Telefonica S.A. 131.8 18.88 0.67 21.5 21.8
Spain (Fixed Line Telecomms)
SAP 57.7 31.75 0.57 7.9 –20.3
Germany (Software)
RWE 46.0 59.30 0.46 –14.1 –23.6
Germany (Multiutilities)
Astrazeneca 65.1 27.02 0.43 2.0 –14.6
U.K. (Pharmaceuticals)
Intesa Sanpaolo 49.5 2.82 0.27 –9.2 –47.2
Italy (Banks)
Iberdrola S.A. 47.8 6.14 0.24 –1.8 –32.0
Spain (Conventional Electricity)
Unilever 52.9 20.80 0.22 6.8 1.9
Netherlands (Food Products)
BP 199.2 5.81 0.19 11.2 –3.0
U.K. (Integrated Oil & Gas)
British Amer Tob 64.3 19.17 0.18 10.2 34.0
U.K. (Tobacco)
Bayer 57.5 46.87 0.09 8.1 16.3
Germany (Specialty Chemicals)
Nestle S.A. 169.8 47.38 –0.08 1.2 9.2
Switzerland (Food Products)
Royal Dutch Shell A 105.9 20.12 –0.37 –8.2 –27.4
U.K. (Integrated Oil & Gas)
Tesco 53.3 4.09 –0.44 19.9 2.0
U.K. (Food Rtlrs & Whlslrs)

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 -0.05% 0.06% 1.9% 6.7% 7.7%
Event Driven -0.13% 1.02% 5.3% 13.4% 1.1%
Equity Market Neutral -0.49% 0.13% -2.6% -5.6% -10.1%
Equity Long/Short -0.98% -0.53% 0.0% 2.3% -3.9%

*Estimates as of 11/02/09, 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 0.91 100.45% 0.01% 1.00 0.78 0.87

Eur. High Volatility: 12/1 1.49 97.73 0.01 1.76 1.34 1.48

Europe Crossover: 12/1 5.41 98.36 0.05 6.15 4.87 5.42

Asia ex-Japan IG: 12/1 1.25 98.84 0.01 1.26 0.96 1.10

Japan: 12/1 1.35 98.30 0.01 1.53 0.99 1.25

 Note: Data as of November 3

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

US: Bank revenues from equity capital markets

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

Source: Dealogic
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LEADING THE NEWS: AUTOMOBILES

Chrysler’s CEO affirms
recovery is taking shape

Chrysler Group LLC broke even
in September and finished the
month with more cash than it had at
the end of June, the company’s chief
executive said Wednesday.

The auto maker had $5.7 billion
at the end of September, up from $4
billion at the end of June, when it
exited from bankruptcy protection,
Chief Executive Sergio Marchionne
said at a daylong event where
Chrysler planned to lay out a five-
year recovery plan.

”All expectations both internally
and externally will be met,” Mr.
Marchionne said at Chrysler’s head-
quarters in Auburn Hills, Mich.

Chrysler’s recovery plan was
hammered out in cooperation with
its new alliance partner, Fiat SpA,
and spells out a slew of new vehi-
cles it aims to launch over the next
five years.

In opening remarks, the com-
pany’s new chairman, C. Robert Kid-
der, said he and other directors are
confident Chrysler will re-emerge
stronger than ever.

The company’s finance chief, Ri-
chard Palmer, said Chrysler gener-
ated cash in the last few months,
despite declining vehicle sales, and
believes it won’t burn cash in the
months ahead as it increases spend-
ing on new models.

“Going forward, we don’t expect
to consume cash,” he said at a lunch
with reporters.

Mr. Palmer, who moved to
Chrysler this summer from Fiat,
also said the company plans to focus
on boosting sales to fuel its turn-
around.

“The priority is to sell more
cars,” he said. “The way to generate
cash is selling more cars.”

Chrysler kicked off its six-hour
meeting by discussing Dodge. The
Dodge portfolio will include a new
compact model along with a sub-
compact hatchback and a midsize
sedan.

These cars will be introduced in
2012 and 2013. A midsize truck is
under consideration for introduction
in 2011.

”We are going to take some risks
going forward,” said Dodge-brand
Chief Executive Ralph Gilles. He
added that the auto maker will re-
fresh all its current models through
the end of the quarter to be ready
for next year.

Chrysler plans to update the in-
teriors, replace the engines and im-
prove the driving of four of its ex-
isting vehicles by the fourth quarter
of 2010, according to Mr. Gilles. A
new, seven-passenger crossover ve-
hicle will be added to the lineup in
a year, Mr. Gilles said.

“It is the beginning of a new era
at Dodge,” Mr. Gilles told the audi-
ence of financial analysts, media
and executives. “Every car that we
have will have a soul.”

The vehicles to be refreshed by
the end of next year are the Avenger
sedan, the Journey sport-utility ve-
hicle, the Caravan minivan and the
Charger sedan. Chrysler will begin
producing Dodge Caliber compact
cars with refreshed interiors at the
end of this month. The Nitro SUV
will also be repositioned to be more
of a lifestyle vehicle.

The company will phase out the
Viper sports car in July next year
but aims to bring it back with the
help of Fiat’s expertise in 2012.

Chrysler also vowed to improve
the quality of its vehicles, which
have often scored poorly in custom-
er-satisfaction surveys.

”We get it, we are not in denial,”
said Doug Betts, Chrysler’s top qual-
ity executive. “We’ve got an issue to
deal with both in terms of what
people think of our quality and the
reasons behind what they think. We
have changed and are changing a
lot.”

Mr. Betts said Chrysler has com-
pletely overhauled the way it identi-
fies and fixes quality problems.

—Neal E. Boudette contributed
to this article.

BY JEFF BENNETT
AND KATE LINEBAUGH

Toyota to pull out of Formula One racing
In new blow for sport, auto maker plans to withdraw after this year amid ‘severe’ economic conditions

Toyota Motor Corp.’s decision to
withdraw from Formula One racing
deals another blow to the motor
sport and reflects the continuing ef-
forts of the Japanese auto giant’s
recently installed leader to contend
with the global auto-market slump.

Toyota said Wednesday it would
leave Formula One after this year,
citing “the current severe economic
realities.” The move comes as Toy-
ota is struggling with losses after
the collapse of car sales in the U.S.
and other major markets. Running a
Formula One racing team is expen-
sive, costing as much as hundreds of
millions of dollars a year.

Akio Toyoda, who has made a se-
ries of changes since taking over as
Toyota president earlier this year,
told a news conference in Tokyo
that he personally made the final
decision to withdraw. “I have been
saying since I became president in
June that I would focus on prod-
uct...[and] for now, we would shift
our resources to that.”

Toyota, the world’s biggest car
maker by sales, is expected on
Thursday to report a net loss for the

quarter ended Sept. 30. It has said it
expects a pretax loss for the full fis-
cal year through March of about 700

billion yen ($7.75 billion).
Toyota’s departure adds to a

heap of woes facing Formula One

recently. Last year, Honda Motor Co.
said it was dropping out of F1 be-
cause of the global economic slow-
down. Then, in July, BMW AG fol-
lowed suit, citing falling sales, poor
racing results and the mismatch be-
tween F1’s gas-guzzling extrava-
gance and BMW’s quest for a
greener image. In September, Re-
nault SA’s team was penalized for
intentionally crashing one of its cars
to help another Renault car win a
race. And on Monday, Bridgestone
Corp. said it wouldn’t renew its ex-
clusive deal to supply tires for F1
when its contract expires in 2010.

Toyota was one of a handful of
companies that both sponsored its
own team and provided engines for
other teams. With its departure, Re-
nault, Daimler AG’s Mercedes-Benz
unit and Ferrari are the only three
top-tier auto makers still in the
sport. The loss of sponsors and
team owners is “a sign that the cost
of participation is too high during a
downturn,” said Caroline Reid, au-
thor of “Formula Money,” a book
about the business of Formula One.

BY NORIHIKO SHIROUZU

Elusive success
Toyota’s highest team finish at the
end of each racing season since its
2002 Formula One debut:

2002

2003

2004

2005

2006

2007

2008

2009

Source: Formula One Administration
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Tadashi Yamashina, chairman of Toyota Motorsport GmbH, cries during a news
conference in Tokyo, Wednesday.
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à As with all investments,
appropriate advice should

be obtained prior to
entering into any
binding contract. à

BUSINESS SERVICES

CAPITALWANTED

CAPITALWANTED
Paying 6% for 3-year term. 1st Mtg loan sought for
one of the most prestigous locations in the U.S.

Atherton, CA.
$5.4MAll or Part

Total loan-to-value ratio of only 47%. Highly qualified
buyer with very strong assets & reserves.

Principals only.
Contact: Meagan@speakeasy.net

or Call 650-888-2015
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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.

2.27% 2 DJ Global Index -a % % 216.39 1.53% 18.4% 4.27% 14 U.S. Select Dividend -b % % 605.17 0.61% –4.5%

1.94% 20 Global Dow 1191.40 0.48% 0.9% 1877.51 1.58% 14.6% 4.11% 16 Infrastructure 1339.70 0.68% –4.0% 1895.31 1.78% 9.1%

2.75% 47 Stoxx 600 239.10 1.80% 4.8% 264.96 2.90% 19.1% 1.51% 8 Luxury 812.90 1.41% 18.3% 1022.63 2.52% 34.5%

2.89% 36 Stoxx Large 200 255.30 1.61% 2.5% 281.33 2.70% 16.5% 6.12% 6 BRIC 50 407.50 1.73% 44.9% 576.49 2.85% 64.7%

2.12% -63 Stoxx Mid 200 224.20 2.60% 16.1% 247.00 3.71% 31.9% 2.85% 14 Africa 50 715.10 1.03% 8.2% 673.50 2.14% 23.0%

2.15% 150 Stoxx Small 200 142.10 3.00% 19.9% 156.57 4.11% 36.3% 3.54% 13 GCC % % 1443.09 2.19% –18.1%

2.77% 40 Euro Stoxx 259.40 2.06% 4.3% 287.36 3.16% 18.5% 2.74% 18 Sustainability 777.50 0.77% 2.2% 974.07 1.88% 16.1%

2.89% 34 Euro Stoxx Large 200 274.70 1.96% 2.2% 302.45 3.06% 16.2% 2.26% 3 Islamic Market -a % % 1860.15 1.47% 21.3%

2.20% 76 Euro Stoxx Mid 200 246.90 2.32% 12.7% 271.74 3.42% 28.0% 2.61% 15 Islamic Market 100 1580.80 0.33% –0.5% 2007.52 1.43% 13.1%

2.26% -52 Euro Stoxx Small 200 157.80 3.04% 19.8% 173.61 4.15% 36.1% 2.61% 15 Islamic Turkey -c % % % %

4.79% 13 Stoxx Select Dividend 30 1382.50 2.23% –2.5% 1755.29 3.33% 10.7% 1.88% 28 DJ U.S. TSM % % 10822.14 0.87% 12.9%

3.96% 15 Euro Stoxx Select Div 30 1629.70 2.21% 5.8% 2077.06 3.31% 20.2% % DJ-UBS Commodity 125.40 –0.73% –10.8% 135.06 0.34% 1.3%

*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 1.0994 1.8228 1.0794 0.1563 0.0377 0.1936 0.0121 0.2894 1.6311 0.2192 1.0355 ...

 Canada 1.0618 1.7603 1.0424 0.1509 0.0364 0.1869 0.0117 0.2794 1.5752 0.2117 ... 0.9657

 Denmark 5.0161 8.3162 4.9247 0.7129 0.1718 0.8831 0.0552 1.3202 7.4416 ... 4.7244 4.5624

 Euro 0.6741 1.1175 0.6618 0.0958 0.0231 0.1187 0.0074 0.1774 ... 0.1344 0.6349 0.6131

 Israel 3.7996 6.2993 3.7304 0.5400 0.1302 0.6690 0.0418 ... 5.6368 0.7575 3.5786 3.4559

 Japan 90.7950 150.5290 89.1414 12.9039 3.1105 15.9856 ... 23.8963 134.6989 18.1007 85.5145 82.5826

 Norway 5.6798 9.4165 5.5764 0.8072 0.1946 ... 0.0626 1.4949 8.4263 1.1323 5.3495 5.1661

 Russia 29.1903 48.3946 28.6587 4.1486 ... 5.1393 0.3215 7.6826 43.3053 5.8193 27.4926 26.5500

 Sweden 7.0363 11.6654 6.9081 ... 0.2410 1.2388 0.0775 1.8519 10.4386 1.4027 6.6270 6.3998

 Switzerland 1.0186 1.6887 ... 0.1448 0.0349 0.1793 0.0112 0.2681 1.5111 0.2031 0.9593 0.9264

 U.K. 0.6032 ... 0.5922 0.0857 0.0207 0.1062 0.0066 0.1587 0.8948 0.1202 0.5681 0.5486

 U.S. ... 1.6579 0.9818 0.1421 0.0343 0.1761 0.0110 0.2632 1.4835 0.1994 0.9418 0.9096

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 384.00 –6.00 –1.54% 707.00 302.00
Soybeans (cents/bu.) CBOT 999.00 –11.50 –1.14 1,315.00 794.00
Wheat (cents/bu.) CBOT 521.00 5.25 1.02% 1,155.75 439.25
Live cattle (cents/lb.) CME 86.250 0.550 0.64 116.900 83.400
Cocoa ($/ton) ICE-US 3,272 –2 –0.06 3,412 1,961
Coffee (cents/lb.) ICE-US 140.75 –0.35 –0.25 189.00 112.00
Sugar (cents/lb.) ICE-US 23.59 –0.38 –1.59 26.25 11.91
Cotton (cents/lb.) ICE-US 68.11 0.66 0.98 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,260.00 70 3.20 4,200 1,487
Cocoa (pounds/ton) LIFFE 2,150 10 0.47 2,193 1,187
Robusta coffee ($/ton) LIFFE 1,447 –5 –0.34 1,955 1,295

Copper (cents/lb.) COMEX 299.30 3.70 1.25 378.00 131.15
Gold ($/troy oz.) COMEX 1087.30 2.40 0.22 1,096.20 494.00
Silver (cents/troy oz.) COMEX 1740.50 22.50 1.31 2,200.00 740.00
Aluminum ($/ton) LME 1,927.00 30.00 1.58 2,074.50 1,288.00
Tin ($/ton) LME 14,800.00 155.00 1.06 15,700.00 9,750.00
Copper ($/ton) LME 6,590.00 175.00 2.73 6,695.00 2,815.00
Lead ($/ton) LME 2,332.00 64.00 2.82 2,459.50 870.00
Zinc ($/ton) LME 2,226.00 56.00 2.58 2,344.00 1,065.00
Nickel ($/ton) LME 18,295 470 2.64 21,150 9,175

Crude oil ($/bbl.) NYMEX 80.40 0.80 1.01 146.86 22.50
Heating oil ($/gal.) NYMEX 2.0902 0.0169 0.82 4.1862 1.3291
RBOB gasoline ($/gal.) NYMEX 2.0127 0.0123 0.61 3.4800 1.0890
Natural gas ($/mmBtu) NYMEX 4.725 –0.197 –4.00 12.750 4.340
Brent crude ($/bbl.) ICE-EU 78.89 0.78 1.00 149.27 45.99
Gas oil ($/ton) ICE-EU 649.25 15.50 2.45 1,338.00 434.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Nov. 4
Per In

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

Argentina peso-a 5.6617 0.1766 3.8163 0.2620

Brazil real 2.5579 0.3909 1.7242 0.5800

Canada dollar 1.5752 0.6349 1.0618 0.9418
1-mo. forward 1.5751 0.6349 1.0617 0.9419

3-mos. forward 1.5750 0.6349 1.0617 0.9419
6-mos. forward 1.5751 0.6349 1.0617 0.9419

Chile peso 782.87 0.001277 527.70 0.001895
Colombia peso 2904.72 0.0003443 1957.95 0.0005107

Ecuador US dollar-f 1.4835 0.6741 1 1
Mexico peso-a 19.6630 0.0509 13.2540 0.0754

Peru sol 4.2993 0.2326 2.8980 0.3451
Uruguay peso-e 30.932 0.0323 20.850 0.0480

U.S. dollar 1.4835 0.6741 1 1
Venezuela bolivar 3.19 0.313910 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.6311 0.6131 1.0994 0.9096
China yuan 10.1281 0.0987 6.8270 0.1465

Hong Kong dollar 11.4977 0.0870 7.7501 0.1290
India rupee 69.6898 0.0143 46.9750 0.0213

Indonesia rupiah 14109 0.0000709 9510 0.0001052
Japan yen 134.70 0.007424 90.80 0.011014

1-mo. forward 134.68 0.007425 90.78 0.011015
3-mos. forward 134.62 0.007428 90.74 0.011020

6-mos. forward 134.51 0.007434 90.67 0.011029
Malaysia ringgit-c 5.0715 0.1972 3.4185 0.2925

New Zealand dollar 2.0475 0.4884 1.3802 0.7246
Pakistan rupee 123.802 0.0081 83.450 0.0120

Philippines peso 70.417 0.0142 47.465 0.0211
Singapore dollar 2.0708 0.4829 1.3959 0.7164

South Korea won 1743.76 0.0005735 1175.40 0.0008508
Taiwan dollar 48.215 0.02074 32.500 0.03077
Thailand baht 49.595 0.02016 33.430 0.02991

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

Euro zone euro 1 1 0.6741 1.4835

1-mo. forward 1.0001 0.9999 0.6741 1.4834

3-mos. forward 1.0003 0.9997 0.6743 1.4831

6-mos. forward 1.0008 0.9992 0.6746 1.4824

Czech Rep. koruna-b 26.035 0.0384 17.549 0.0570

Denmark krone 7.4416 0.1344 5.0161 0.1994

Hungary forint 276.61 0.003615 186.45 0.005363

Norway krone 8.4263 0.1187 5.6798 0.1761

Poland zloty 4.2513 0.2352 2.8656 0.3490

Russia ruble-d 43.305 0.02309 29.190 0.03426

Sweden krona 10.4386 0.0958 7.0363 0.1421

Switzerland franc 1.5111 0.6618 1.0186 0.9818

1-mo. forward 1.5108 0.6619 1.0183 0.9820

3-mos. forward 1.5102 0.6622 1.0180 0.9824

6-mos. forward 1.5090 0.6627 1.0172 0.9831

Turkey lira 2.2138 0.4517 1.4922 0.6702

U.K. pound 0.8948 1.1175 0.6032 1.6579

1-mo. forward 0.8950 1.1173 0.6033 1.6576

3-mos. forward 0.8953 1.1170 0.6035 1.6571

6-mos. forward 0.8957 1.1165 0.6037 1.6564

MIDDLE EAST/AFRICA
Bahrain dinar 0.5593 1.7880 0.3770 2.6526

Egypt pound-a 8.1158 0.1232 5.4706 0.1828

Israel shekel 5.6368 0.1774 3.7996 0.2632

Jordan dinar 1.0507 0.9517 0.7083 1.4119

Kuwait dinar 0.4247 2.3548 0.2863 3.4934

Lebanon pound 2227.55 0.0004489 1501.50 0.0006660

Saudi Arabia riyal 5.5634 0.1797 3.7501 0.2667

South Africa rand 11.3993 0.0877 7.6838 0.1301

United Arab dirham 5.4491 0.1835 3.6730 0.2723

SDR -f 0.9336 1.0711 0.6293 1.5890

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 600 239.13 4.23 1.80% 21.4% 4.8%

 21 DJ Stoxx 50 2420.01 32.02 1.34 17.2% 2.0%

 40 Euro Zone DJ Euro Stoxx 259.35 5.24 2.06 16.4% 4.3%

 18 DJ Euro Stoxx 50 2763.29 50.99 1.88 12.7% 1.9%

 22 Austria ATX 2526.88 66.78 2.71 44.3% 20.5%

 14 Belgium Bel-20 2401.17 50.08 2.13 25.8% 9.2%

 14 Czech Republic PX 1129.2 17.2 1.55 31.6% 24.9%

 18 Denmark OMX Copenhagen 307.21 2.46 0.81 35.8% 9.9%

 17 Finland OMX Helsinki 6026.50 112.58 1.90 11.5% –7.3%

 15 France CAC-40 3670.33 86.08 2.40 14.1% 1.4%

 20 Germany DAX 5444.23 90.88 1.70 13.2% 5.4%

 … Hungary BUX 20288.40 611.88 3.11 65.7% 40.9%

 16 Ireland ISEQ 2923.82 112.09 3.99 24.8% –4.4%

 12 Italy FTSE MIB 22385.73 438.82 2.00 15.0% –1.6%

 … Netherlands AEX 305.88 5.77 1.92 24.4% 9.5%

 12 Norway All-Shares 385.94 9.94 2.64 42.8% 18.6%

 17 Poland WIG 38148.50 757.26 2.03 40.1% 31.2%

 15 Portugal PSI 20 8420.90 142.39 1.72 32.8% 23.4%

 … Russia RTSI 1315.88 Closed 108.2% 58.6%

 11 Spain IBEX 35 11387.7 145.3 1.29% 23.8% 16.9%

 15 Sweden OMX Stockholm 291.76 5.71 2.00 42.9% 32.4%

 14 Switzerland SMI 6267.11 53.76 0.87 13.2% 1.5%

 8 Turkey ISE National 100 47281.44 946.39 2.04 76.0% 69.7%

 13 U.K. FTSE 100 5107.89 70.68 1.40 15.2% 12.7%

 44 ASIA-PACIFIC DJ Asia-Pacific 117.96 1.12 0.96 26.0% 20.0%

 … Australia SPX/ASX 200 4540.1 8.6 0.19 22.0% 4.7%

 … China CBN 600 27837.03 165.83 0.60 88.5% 108.3%

 20 Hong Kong Hang Seng 21614.77 374.71 1.76 50.2% 45.7%

 17 India Sensex 15912.13 507.19 3.29 64.9% 57.2%

 … Japan Nikkei Stock Average 9844.31 41.36 0.42 11.1% 3.4%

 … Singapore Straits Times 2648.64 27.09 1.03 50.4% 41.7%

 11 South Korea Kospi 1579.93 30.01 1.94 40.5% 33.7%

 1 AMERICAS DJ Americas 278.91 2.77 1.00 23.3% 14.4%

 … Brazil Bovespa 63987.83 1344.60 2.15 70.4% 69.0%

 18 Mexico IPC 29396.69 510.16 1.77 31.4% 41.8%

*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. 4, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.50% 23 ALL COUNTRY (AC) WORLD* 281.70 –0.51% 23.7% 19.3%

2.60% 24 World (Developed Markets) 1,104.09 –0.46% 20.0% 15.3%

2.30% 26 World ex-EMU 129.07 –0.08% 19.9% 14.0%

2.40% 27 World ex-UK 1,098.92 –0.38% 19.0% 15.1%

3.10% 25 EAFE 1,509.49 –1.46% 22.0% 21.9%

2.30% 19 Emerging Markets (EM) 903.46 –0.84% 59.3% 58.4%

3.50% 17 EUROPE 81.81 –1.13% 17.8% 4.9%

3.80% 18 EMU 170.89 –2.46% 20.3% 22.9%

3.40% 20 Europe ex-UK 89.67 –1.52% 15.6% 6.7%

4.20% 15 Europe Value 92.58 –1.40% 19.4% 6.7%

2.80% 19 Europe Growth 70.25 –0.84% 16.2% 3.1%

2.50% 25 Europe Small Cap 146.97 –1.34% 45.6% 27.4%

2.00% 10 EM Europe 251.49 –2.77% 58.3% 19.5%

3.80% 12 UK 1,498.19 –1.32% 14.0% 15.4%

2.70% 21 Nordic Countries 127.52 –1.57% 30.0% 16.0%

1.50% 9 Russia 677.64 –3.30% 64.4% 27.6%

2.80% 15 South Africa 661.76 –1.05% 14.3% 21.5%

2.70% 24 AC ASIA PACIFIC EX-JAPAN 384.13 –1.24% 55.3% 57.6%

1.30% -40 Japan 544.60 0.00% 2.8% 1.1%

2.10% 20 China 61.85 –1.65% 51.6% 74.8%

1.00% 19 India 614.12 –3.51% 66.3% 60.4%

0.90% 24 Korea 438.97 –0.53% 43.0% 38.8%

2.70% 377 Taiwan 265.80 –0.38% 53.3% 42.8%

1.90% 32 US BROAD MARKET 1,154.69 0.48% 17.5% 9.6%

1.50% -16 US Small Cap 1,528.03 1.62% 22.5% 14.0%

3.30% 15 EM LATIN AMERICA 3,797.43 2.12% 82.8% 74.8%

*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

Novartis adds Chinese vaccines
Swiss drug maker aims to boost presence in emerging-market inoculations

Novartis AG’s planned purchase
of an 85% stake in a Chinese vaccine
maker underscores big pharma’s
growing interest in a corner of
healthcare—emerging-market inocu-
lations— that previously offered lit-
tle prospect of profit.

The Swiss drug maker said it has
reached an agreement to pay $125
million in cash for the stake in Zhe-
jiang Tianyuan Bio-Pharmaceutical
Co., a privately held company that
makes vaccines against a variety of
viral and bacterial diseases. The
firm holds about 3% of China’s $1
billion vaccines market, which is
now the third-largest in the world,
Novartis said. The deal is still sub-
ject to the approval of Chinese au-
thorities, Novartis said.

Other drug companies are also
piling into the region. This summer,
France’s Sanofi-Aventis SA acquired
a majority stake in India’s Shantha
Biotechnics, which sells vaccines in
India and the developing world.
Sanofi declined to disclose the exact
size or price of its stake, but said
the deal gives Shantha a total value
of €550 million ($809 million).

In the past, vaccine use in these
countries has been limited to basic
shots against polio, measles and tu-
berculosis. But as the economies
grow, both government and private
spending on healthcare is rising
quickly. Vaccines are one of the first
tools developing countries spend
money on, because they prevent dis-
ease and therefore save money in
the long run.

Novartis, Sanofi and others aim
to expand production and sales of
existing inoculations in these mar-
kets, and to accelerate development
of new shots. Shantha currently

sells vaccines for hepatitis B, diph-
theria, tetanus and other diseases,
but is also developing new inocula-
tions against typhoid, cholera and
rotavirus, which causes severe diar-
rhea in infants and children, killing
more than 600,000 a year world-
wide, according to the U.S. Centers
for Disease Control and Prevention.

Jacques Cholat, vice president of
international commercial operations
at Sanofi’s vaccine unit, said the
company expects a “minimum” of
double-digit sales growth from
Shantha in the coming years, from a
current level of about $90 million
annually. Sanofi is already laying
plans to expand Shantha’s produc-
tion capacity, he said, though he de-
clined to say by how much.

Tido von Schoen-Angerer, execu-
tive director of an access-to-medi-

cines campaign at Doctors Without
Borders in Geneva, said he was con-
cerned that multinational ownership
of vaccine makers in emerging mar-
kets will lead to higher prices. “It is
actually really worrying...how much
will they be allowed to produce very
cheap vaccines?” he asked in a
phone interview.

Mr. Cholat said it isn’t in Sanofi’s
interest to raise prices. “We are ob-
sessed at being able to maintain
Shantha’s vaccines at high quality
yet affordable prices. If we lose this
attribute we will lose our market
share,” he said.

About 90% of Shantha’s sales
come from governments in the re-
gion and from United Nations agen-
cies, which buy vaccines to distrib-
ute in poor countries world-wide,
Mr. Cholat said. Sanofi wants Shan-

tha to expand sales to those buyers,
he said. One U.N. agency recently
awarded Shantha contracts worth
$340 million to produce 125 million
doses of a vaccine that protects in-
fants against five diseases. That
works out to about $2.70 per dose.
A similar vaccine can cost up to €25
in Western markets, Mr. Cholat said.

A Novartis spokeswoman said
executives weren’t available to com-
ment on the company’s acquisition.
In a statement, Novartis said that
sales at Tianyuan more than dou-
bled to $25 million in 2008 from
2006. According to the company’s
Web site, it has 247 employees and
is one of China’s largest private
manufacturers of flu vaccine.

Novartis said it aims to “expand
Tianyuan’s product portfolio and
R&D pipeline,” and also to use the
acquisition to help introduce Novar-
tis vaccines in China. Novartis said
it expects “sustained double-digit
growth in the future given the gov-
ernment’s commitment to improve
access to quality healthcare.”

China has spawned a number of
vaccine makers in recent years. One
of the most prominent—Sinovac
Biotech Ltd.—is producing swine-flu
vaccine for the Chinese government.

BY JEANNE WHALEN

Novartis aims to expand in vaccines. Above, getting a flu shot in Beijing.
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Emerging markets
Vaccine sales are experiencing
stronger growth in developing
countries than in other markets
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Gas Natural plans asset sales to cut debt
MADRID—Spain’s Gas Natural

SDG SA said Wednesday it expects
further asset sales to reduce its
massive debt load, after higher fi-
nancial costs restrained third-quar-
ter net profit.

It is in talks with three parties
over the sale of 2,000 megawatts in
gas-fired generation capacity, and
expects their sale in coming months,
Chief Executive Rafael Villaseca said
in a conference call.

The sale of the power plants
won’t count toward a €3 billion
($4.4 billion) divestment target the

company had established when dis-
closing its €16.76 billion takeover of
Union Fenosa SA last year, and thus
will lower debt even further, Gas
Natural said.

The company’s net financial debt
stood at €21.92 billion at the end of
the third quarter, compared with
€4.94 billion a year earlier, and was
only slightly lower than the €22.06
billion reported at the end of the
second quarter.

The larger debt almost tripled
the company’s cost of net financial
debt to €236 million from €80 mil-
lion a year earlier, limiting its third-
quarter net-profit rise to 21%, de-

spite the contributions from Union
Fenosa, which was consolidated for
a full quarter for the first time.

Net profit reached €292 million,
compared with €242 million a year
earlier, as revenue rose 23% to €4.05
billion from €3.29 billion. Earnings
before interest, taxes, depreciation
and amortization, or Ebitda, mean-
while, almost doubled to €1.24 bil-
lion from €629 million.

If market conditions continue to
be good, Gas Natural plans to issue
at least another €1.25 billion in
bonds to improve its debt profile, a
spokeswoman said. Gas Natural this
year has already issued €4.75 billion

in bonds and Mr. Villaseca said it
aims to reduce net financial debt to
€18 billion by year-end.

On Tuesday, the CEO said that
the company had also received six
or seven offers for gas-distribution
assets in the Madrid region and ex-
pects their sale to be concluded in
coming months. Gas Natural needs
to sell the power plants and gas-dis-
tribution assets to satisfy demands
by Spanish competition authorities
following the Fenosa takeover.

The company already has sold
€2.3 billion in assets, among them
Fenosa’s 5% stake in Compañía Es-
pañola de Petróleos SA, or Cepsa.

BY BERND RADOWITZ

Enel’s net falls, but revenue up with consolidation
ROME—Enel SpA, the Italian

utility spearheading the country’s
nuclear renaissance, Wednesday
said third-quarter net profit fell 43%
from a year earlier, when results
were boosted by a tax gain.

The Rome-based company said
quarterly net profit fell to €1.19 bil-
lion ($1.75 billion) from €2.07 billion
in the year-earlier period. The 2008
results had been boosted by a €704
million tax gain.

The results at Enel, which earlier
this year completed the mu-
ltibillion-euro takeover of Endesa
SA, were boosted by the full consoli-
dation of the Spanish utility. Reve-
nue climbed 7.8% to €17.23 billion.

Enel confirmed it sees 2009 re-
sults topping last year’s and fore-
cast its debt pile to fall by the end
of December from the €54.07 billion
on Sept. 30.

An acquisition spree in recent
years netted Endesa and Russia’s
OAO OGK-5, but turned Enel into Eu-

rope’s most-indebted utility.
“We expect a further reduction

in debt levels at the end of 2009,”
Chief Executive Fulvio Conti said in
a statement. “We confirm the target
of reducing debt to €45 billion by
the end of 2010.”

In March, Enel announced a capi-
tal increase of up to €8 billion and
other multibillion-euro measures
such as asset disposals and a change
of dividend policy. The plans are de-
signed to pay off a large chunk of
borrowings, reducing net debt to

€41 billion by the end of 2013.
Enel confirmed it expects to sell

assets valued at a total of about €10
billion by the end of 2010, including
about €3 billion in assets it has al-
ready sold. The company expects to
cash in on the sale of its Spanish
high-voltage grid by the first half of
next year, while other nonstrategic
assets are to be sold by the end of
2010, it said. The sale of its minority
stake in renewables company Enel
Green Power SpA is under way, it
said.

BY LIAM MOLONEY

Total’s output
grows as net
declines 37%

PARIS—Total SA reported grow-
ing momentum Wednesday in its oil
and natural-gas production that
could help offset the expected drag
on the French oil giant’s fourth-
quarter earnings from continued
weakness in its refining business.

Like Europe’s other large inte-
grated oil companies, however, To-
tal’s third-quarter earnings weren’t
immune from the sharp decline in
demand for European refined prod-
ucts. The economic downturn and
growth of refining capacity in Asia
and the Middle East have forced
companies to reduce their refinery
utilization due to weak margins, and
Total said it expects that trend to
persist.

Total reported net profit for the
three months ended Sept. 30 fell
37% to €1.92 billion ($2.84 billion)
from €3.05 billion a year earlier.
Sales fell 31% to €33.63 billion from
€48.85 billion.

The company achieved a better-
than-expected 1% rise in third-quar-
ter production from a year earlier to
2.24 million barrels of oil equivalent
a day, as it started up some new
projects.

“Total’s production is back on
track,” said Chief Executive Chris-
tophe de Margerie, crediting the
ramp-up of offshore fields in Nigeria
and the Gulf of Mexico, as well as
start-ups in Norway, Angola and a
liquefied-natural-gas unit in Qatar.

With new projects up and run-
ning, including an LNG project in
Yemen that came on stream in mid-
October, ramp-ups and lower main-
tenance levels than in the third
quarter should boost production
over the coming months, Total said.

Total’s output growth cheered
market observers, who hope it will

continue to gain momentum.
Much lower oil prices than in the

year-earlier period combined with
the weak refining environment also
hit other integrated oil companies’
results.

Norway’s Statoil ASA said
Wednesday that its third-quarter
hydrocarbons production rose, while
refining margins slumped. The com-
pany said it maintained a cautious
outlook, given no firm evidence that
industry investment, employment
and private consumption have re-
covered.

Statoil reported a 14% rise in
third-quarter net profit rose to 7.41
billion Norwegian kroner ($1.29 bil-
lion) from 6.5 billion kroner a year
earlier, even as revenue fell 30% to
122.45 billion kronor from 173.84
billion kronor. A foreign-exchange
gain of just under two billion kro-
nor, compared with a 13.77 billion
kronor loss the previous year,
helped offset the effect of lower oil
and natural-gas revenue.

—Elizabeth Adams
contributed to this article.

BY ADAM MITCHELL

Total posted a better-than-

expected 1% rise in third-

quarter production from a

year earlier to 2.24 million

barrels of oil equivalent a day.
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n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 11/03 USD 343.22 39.8 49.3 4.7
Sel Emerg Mkt Equity GL EQ GGY 11/03 USD 198.06 51.2 45.5 –16.5
Sel Euro Equity EUR US EQ GGY 11/03 EUR 91.76 24.7 10.0 –22.5
Sel European Equity EU EQ GGY 11/03 USD 178.51 29.8 23.8 –22.6
Sel Glob Equity GL EQ GGY 11/03 USD 182.05 26.7 19.4 –20.7
Sel Glob Fxd Inc GL BD GGY 11/03 USD 141.37 9.6 14.3 –1.9
Sel Pacific Equity AS EQ GGY 11/03 USD 140.80 55.7 48.8 –13.4
Sel US Equity US EQ GGY 11/03 USD 117.71 16.8 9.5 –18.2
Sel US Sm Cap Eq US EQ GGY 11/03 USD 161.31 23.4 14.6 –19.1

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 11/03 EUR 27.85 6.2 –10.1 –41.5
MP-TURKEY.SI OT OT SVN 11/03 EUR 29.89 53.0 32.9 –24.7

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 11/03 EUR 3.57 70.0 13.7 –37.1
Parex Eastern Europ Bal OT OT LVA 11/03 EUR 13.27 54.7 40.1 –2.7
Parex Eastern Europ Bd EU BD LVA 11/03 USD 14.39 65.0 55.4 2.6
Parex Russian Eq EE EQ LVA 11/03 USD 18.65 115.4 80.5 –20.8

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Agriculture-Pca OT OT LUX 11/03 EUR 104.07 NS NS NS
PF (LUX)-Asian Eq-Ica AS EQ LUX 11/04 USD 163.75 47.7 46.5 –21.1
PF (LUX)-Asian Eq-Pca AS EQ LUX 11/04 USD 156.05 46.6 45.3 –21.8
PF (LUX)-Biotech-Pca OT EQ LUX 11/03 USD 269.51 –5.5 –8.9 –12.9
PF (LUX)-CHF Liq-Pca CH MM LUX 11/03 CHF 124.22 0.2 0.3 1.1
PF (LUX)-CHF Liq-Pdi CH MM LUX 11/03 CHF 93.77 0.2 0.4 1.1
PF (LUX)-Digital Comm-Pca OT EQ LUX 11/03 USD 107.49 32.2 38.1 –11.5
PF (LUX)-East Eu-Pca EU EQ LUX 11/03 EUR 276.41 107.0 42.3 –25.6
PF (LUX)-Emg Mkts-Pca GL EQ LUX 11/04 USD 493.15 62.1 53.9 –19.9
PF (LUX)-Eu Indx-Pca EU EQ LUX 11/03 EUR 93.56 22.4 8.1 –18.8
PF (LUX)-EUR Bds-Pca EU BD LUX 11/03 EUR 384.47 3.0 4.9 2.4
PF (LUX)-EUR Bds-Pdi EU BD LUX 11/03 EUR 292.58 3.0 4.9 2.4
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 11/03 EUR 146.57 17.4 19.7 5.1
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 11/03 EUR 103.04 17.4 19.7 5.1
PF (LUX)-EUR HiYld-Pca EU BD LUX 11/03 EUR 142.36 57.9 51.4 –1.9
PF (LUX)-EUR HiYld-Pdi EU BD LUX 11/03 EUR 82.53 57.9 51.4 –1.9
PF (LUX)-EUR Liq-Pca EU MM LUX 11/03 EUR 135.92 1.0 1.5 2.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 11/03 EUR 97.96 1.0 1.5 2.5
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 11/03 EUR 102.39 0.5 1.0 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 11/03 EUR 101.02 0.5 1.0 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 11/03 EUR 376.23 23.0 11.2 –23.7
PF (LUX)-EuSust Eq-Pca EU EQ LUX 11/03 EUR 123.21 21.8 8.2 –20.8
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 11/03 USD 240.30 26.9 41.3 9.5
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 11/03 USD 163.47 26.8 41.3 9.5
PF (LUX)-Gr China-Pca AS EQ LUX 11/04 USD 329.60 54.9 55.3 –16.6
PF (LUX)-Indian Eq-Pca EA EQ LUX 11/04 USD 328.26 71.3 52.5 –20.5
PF (LUX)-Jap Index-Pca JP EQ LUX 11/04 JPY 8521.23 4.6 –2.2 –25.5
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 11/04 JPY 7435.53 1.8 –5.8 –30.0
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 11/04 JPY 7218.96 1.3 –6.4 –30.5
PF (LUX)-JpEq130/30-Pca JP EQ LUX 11/04 JPY 4254.24 8.4 2.1 –25.7
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 11/03 USD 47.84 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 11/04 USD 257.02 62.3 51.8 –13.3
PF (LUX)-Piclife-Pca CH BA LUX 11/03 CHF 767.93 11.4 8.4 –6.4
PF (LUX)-PremBrnds-Pca OT EQ LUX 11/03 EUR 58.68 32.9 14.9 –15.2
PF (LUX)-Rus Eq-Pca OT OT LUX 11/03 USD 57.01 149.6 70.2 NS
PF (LUX)-Security-Pca GL EQ LUX 11/03 USD 90.85 27.2 23.3 –13.2
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 11/03 EUR 421.81 29.3 16.8 –21.3
PF (LUX)-Timber-Pca OT OT LUX 11/03 USD 93.03 38.1 21.4 NS
PF (LUX)-US Eq-Ica US EQ LUX 11/03 USD 96.87 18.6 12.8 –14.0
PF (LUX)-USA Index-Pca US EQ LUX 11/03 USD 84.80 17.0 9.8 –15.6
PF (LUX)-USD Gov Bds-Pca US BD LUX 11/03 USD 512.99 –3.3 5.5 5.1
PF (LUX)-USD Gov Bds-Pdi US BD LUX 11/03 USD 376.42 –3.3 5.5 5.1
PF (LUX)-USD Liq-Pca US MM LUX 11/03 USD 131.03 0.7 0.9 1.8
PF (LUX)-USD Liq-Pdi US MM LUX 11/03 USD 85.55 0.6 0.9 1.8
PF (LUX)-USD Sov Liq-Pca OT OT LUX 11/03 USD 101.55 0.2 0.6 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 11/03 USD 100.84 0.2 0.6 NS

PF (LUX)-Water-Pca GL EQ LUX 11/03 EUR 112.72 9.4 –4.0 –15.6
PF (LUX)-WldGovBds-Pca GL BD LUX 11/04 USD 168.09 2.0 13.4 7.5
PF (LUX)-WldGovBds-Pdi GL BD LUX 11/04 USD 139.13 2.0 13.4 7.5

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 11/03 USD 11.82 50.8 38.9 –12.4
Japan Fund USD JP EQ IRL 11/04 USD 16.05 9.3 26.7 –5.8
Polar Healthcare Class I USD OT OT IRL 11/03 USD 11.99 NS NS NS
Polar Healthcare Class R USD OT OT IRL 11/03 USD 11.98 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 11/03 EUR 646.34 14.7 3.9 –20.5
Core Eurozone Eq B EU EQ IRL 11/03 EUR 762.95 16.0 8.4 NS
Euro Fixed Income A EU BD IRL 11/03 EUR 1229.59 8.6 8.7 –1.5
Euro Fixed Income B EU BD IRL 11/03 EUR 1311.43 9.2 9.4 –1.0
Euro Small Cap A EU EQ IRL 11/03 EUR 1118.70 32.0 14.2 –24.4
Euro Small Cap B EU EQ IRL 11/03 EUR 1197.20 32.6 14.9 –24.0
Eurozone Agg Eq A EU EQ IRL 11/03 EUR 603.49 21.4 10.6 –22.3
Eurozone Agg Eq B EU EQ IRL 11/03 EUR 866.46 22.0 11.2 –21.8
Glbl Bd (EuroHdg) A GL BD IRL 11/03 EUR 1362.87 13.8 14.6 2.7
Glbl Bd (EuroHdg) B GL BD IRL 11/03 EUR 1445.17 14.4 15.3 3.3
Glbl Bd A EU BD IRL 11/03 EUR 1084.63 10.6 6.2 3.3
Glbl Bd B EU BD IRL 11/03 EUR 1154.05 11.2 6.8 4.0
Glbl Real Estate A OT EQ IRL 11/03 USD 842.14 26.3 16.2 –22.5
Glbl Real Estate B OT EQ IRL 11/03 USD 867.38 27.0 16.9 –22.1
Glbl Real Estate EH-A OT EQ IRL 11/03 EUR 751.51 19.8 8.0 –23.6
Glbl Real Estate SH-B OT EQ IRL 11/03 GBP 70.74 19.3 7.1 –23.2
Glbl Strategic Yield A EU BD IRL 11/03 EUR 1545.77 36.7 32.4 1.0
Glbl Strategic Yield B EU BD IRL 11/03 EUR 1652.62 37.4 33.2 1.6
Japan Equity A JP EQ IRL 11/03 JPY 11312.10 9.5 4.3 –25.7
Japan Equity B JP EQ IRL 11/03 JPY 12045.46 10.0 4.9 –25.3
PacBasn (Ex-Jap) Eq A AS EQ IRL 11/03 USD 2090.12 62.5 56.2 –14.1
PacBasn (Ex-Jap) Eq B AS EQ IRL 11/03 USD 2228.48 63.3 57.1 –13.6
Pan European Eq A EU EQ IRL 11/03 EUR 890.77 24.0 10.1 –20.9
Pan European Eq B EU EQ IRL 11/03 EUR 948.67 24.6 10.7 –20.4
US Equity A US EQ IRL 11/03 USD 821.21 22.7 13.2 –16.9
US Equity B US EQ IRL 11/03 USD 878.41 23.4 13.8 –16.4
US Small Cap A US EQ IRL 11/03 USD 1179.52 17.3 8.7 –19.2
US Small Cap B US EQ IRL 11/03 USD 1262.50 17.9 9.3 –18.7

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 11/04 EUR 13.85 –2.0 6.6 8.9
Asset Sele C H-CHF OT OT LUX 11/04 CHF 96.14 NS NS NS
Asset Sele C H-GBP OT OT LUX 11/04 GBP 97.20 NS NS NS
Asset Sele C H-JPY OT OT LUX 11/04 JPY 9653.43 NS NS NS
Asset Sele C H-NOK OT OT LUX 11/04 NOK 111.07 –1.3 8.3 NS
Asset Sele C H-SEK OT OT LUX 11/04 SEK 139.05 –2.5 6.8 9.3
Asset Sele C H-USD OT OT LUX 11/04 USD 97.11 NS NS NS
Asset Sele D H-SEK OT OT LUX 11/04 SEK 130.49 –2.5 6.8 NS
Choice Global Value -C- GL EQ LUX 11/04 SEK 71.85 19.4 5.0 –24.1
Choice Global Value -D- OT OT LUX 11/04 SEK 68.84 19.4 5.0 –24.1
Choice Global Value -I- OT OT LUX 11/04 EUR 6.15 26.4 0.9 –27.7
Choice Japan Fd -C- OT OT LUX 11/04 JPY 46.00 2.3 –2.8 –27.1
Choice Japan Fd -D- OT OT LUX 11/04 JPY 41.36 2.3 –2.7 –27.1
Choice Jpn Chance/Risk JP EQ LUX 11/04 JPY 49.14 9.7 3.3 –28.8
Choice NthAmChance/Risk US EQ LUX 11/04 USD 3.70 32.1 16.1 –16.2
Ethical Europe Fd OT OT LUX 11/04 EUR 1.83 22.6 4.4 –24.1
Europe 1 Fd OT OT LUX 11/04 EUR 2.64 26.6 7.3 –23.8
Europe 3 Fd EU EQ LUX 11/04 EUR 3.75 22.9 3.9 –24.9
Global Chance/Risk Fd GL EQ LUX 11/04 EUR 0.55 17.7 –1.5 –18.6
Global Fd -C- OT OT LUX 11/04 USD 2.03 21.9 12.8 –18.7
Global Fd -D- OT OT LUX 11/04 USD 1.27 21.9 NS NS
Nordic Fd OT OT LUX 11/04 EUR 5.25 32.5 19.1 –13.8

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 11/04 USD 7.09 56.6 59.3 –15.1
Choice Asia ex. Japan -D- OT OT LUX 11/04 USD 1.25 56.5 NS NS
Currency Alpha EUR -IC- OT OT LUX 11/04 EUR 10.39 –4.8 –5.1 0.7
Currency Alpha EUR -RC- OT OT LUX 11/04 EUR 10.30 –5.2 –5.6 0.2
Currency Alpha SEK -ID- OT OT LUX 11/04 SEK 96.59 –8.6 –9.1 NS
Currency Alpha SEK -RC- OT OT LUX 11/04 SEK 107.26 –5.2 –5.6 0.2
Generation Fd 80 OT OT LUX 11/04 SEK 7.47 17.0 9.1 –12.6

Nordic Focus EUR NO EQ LUX 11/04 EUR 72.06 44.4 15.8 NS
Nordic Focus NOK NO EQ LUX 11/04 NOK 76.17 44.4 15.8 NS
Nordic Focus SEK NO EQ LUX 11/04 SEK 80.32 44.4 15.8 NS
Russia Fd OT OT LUX 11/03 EUR 7.84 134.9 72.1 –18.3

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 11/04 USD 1.70 22.0 10.9 –16.5
Ethical Glbl Fd -C- OT OT LUX 11/04 USD 0.79 18.8 8.7 NS
Ethical Glbl Fd -D- OT OT LUX 11/04 USD 0.77 28.6 17.4 –17.0
Ethical Sweden Fd NO EQ LUX 11/04 SEK 40.20 45.8 36.0 –5.6
Index Linked Bd Fd SEK OT BD LUX 11/04 SEK 13.09 2.8 6.8 4.6
Medical Fd OT EQ LUX 11/04 USD 3.07 7.0 2.7 –10.2
Short Medium Bd Fd SEK NO MM LUX 11/04 SEK 8.81 1.1 1.8 2.4
Technology Fd -C- OT OT LUX 11/04 USD 0.19 NS NS NS
Technology Fd -D- OT OT LUX 11/04 USD 2.30 47.3 30.6 –12.2
World Fd -C- OT OT LUX 11/04 USD 27.96 NS NS NS
World Fd -D- OT OT LUX 11/04 USD 2.12 32.3 26.3 –11.2

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 11/04 EUR 1.27 0.0 0.5 1.0
Short Bond Fd EUR -D- OT OT LUX 11/04 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 11/04 SEK 21.95 1.8 2.6 2.5
Short Bond Fd USD US MM LUX 11/04 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 11/04 SEK 42.73 2.8 7.6 6.5
Bond Fd SEK -D- NO BD LUX 11/04 SEK 12.41 2.9 7.6 6.0
Corp. Bond Fd EUR -C- EU BD LUX 11/04 EUR 1.26 15.3 17.9 2.7
Corp. Bond Fd EUR -D- EU BD LUX 11/04 EUR 0.96 15.3 17.3 2.5
Corp. Bond Fd SEK -C- NO BD LUX 11/04 SEK 12.47 16.1 19.9 1.2
Corp. Bond Fd SEK -D- NO BD LUX 11/04 SEK 9.43 16.1 19.9 1.3
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 11/03 EUR 103.65 –0.2 6.4 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 11/03 EUR 107.98 4.3 11.1 NS
Danish Mortgage Bond Fd SEK -ID- OT OT LUX 12/17 SEK 121.91 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 11/03 SEK 1131.74 4.3 11.1 NS
Flexible Bond Fd -C- NO BD LUX 11/04 SEK 21.36 2.4 4.6 4.3
Flexible Bond Fd -D- NO BD LUX 11/04 SEK 11.68 2.4 4.6 4.3

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 11/04 USD 2.53 64.5 56.2 –14.1
Eastern Europe Fd OT OT LUX 11/04 EUR 2.38 41.2 23.4 –21.5

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 11/04 SEK 28.10 67.4 66.7 –13.6
Eastern Europe SmCap Fd OT OT LUX 11/04 EUR 2.42 88.3 39.2 –21.2
Europe Chance/Risk Fd EU EQ LUX 11/04 EUR 970.70 27.3 6.8 –26.0
Listed Private Equity -C- OT OT LUX 11/04 EUR 119.67 NS NS NS
Listed Private Equity -IC- OT OT LUX 11/04 EUR 70.60 70.9 –4.5 NS
Listed Private Equity -ID- OT OT LUX 11/04 EUR 68.47 66.0 –7.3 NS
Nordic Small Cap -C- OT OT LUX 11/04 EUR 121.15 NS NS NS
Nordic Small Cap -IC- OT OT LUX 11/04 EUR 121.45 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 11/04 SEK 78.26 –2.3 –5.7 –16.1
Asset Sele Defensive Acc EUR -C- OT OT LUX 11/04 EUR 99.72 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 11/04 SEK 99.73 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 11/04 USD 100.85 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 11/04 SEK 71.50 –2.3 –5.7 –17.3
Asset Sele Opp C H NOK OT OT LUX 11/04 NOK 101.70 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 11/04 SEK 100.49 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 11/04 EUR 101.44 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 11/04 GBP 101.31 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 11/04 SEK 101.25 NS NS NS
Asset Sele Original C EUR OT OT LUX 11/04 EUR 101.16 NS NS NS
Asset Sele Original D GBP OT OT LUX 11/04 GBP 101.49 NS NS NS
Asset Sele Original ID GBP OT OT LUX 11/04 GBP 101.16 NS NS NS

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 10/29 USD 1083.93 15.3 NS NS
MENA Special Sits Fund OT OT BMU 09/30 USD 1139.93 17.4 14.2 NS
UAE Blue Chip Fund OT OT ARE 10/29 AED 6.45 40.6 –13.2 –20.6

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 11/02 EUR 28.97 2.2 2.0 –0.3
Bonds Eur Corp A OT OT LUX 11/02 EUR 23.07 11.2 16.5 2.0
Bonds Eur Hi Yld A OT OT LUX 11/02 EUR 20.32 52.8 45.8 –3.5
Bonds EURO A OT OT LUX 11/03 EUR 41.15 4.2 9.5 5.3
Bonds Europe A OT OT LUX 11/03 EUR 39.13 3.3 7.2 4.3
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 –4.7 11.9 0.0
Bonds US OppsCoreplus A OT OT LUX 11/02 USD 36.80 16.7 21.2 8.9
Bonds World A OT OT LUX 11/02 USD 43.23 8.5 19.6 8.4
Eq. China A OT OT LUX 11/03 USD 22.45 50.2 64.7 –24.5
Eq. ConcentratedEuropeA OT OT LUX 11/03 EUR 25.03 21.5 14.0 –22.5
Eq. Eastern Europe A OT OT LUX 11/03 EUR 20.64 56.2 13.5 –31.7
Eq. Equities Global Energy OT OT LUX 11/03 USD 17.51 22.8 16.5 –15.9
Eq. Euroland A OT OT LUX 11/03 EUR 9.96 8.6 2.0 –25.3
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 11/03 EUR 16.44 19.7 14.7 –19.9
Eq. EurolandFinancialA OT OT LUX 11/02 EUR 11.37 34.9 17.0 –23.3
Eq. Glbl Emg Cty A OT OT LUX 11/03 USD 8.96 49.9 47.7 –21.5
Eq. Global A OT OT LUX 11/03 USD 26.44 25.7 20.9 –18.4
Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6
Eq. Gold Mines A OT OT LUX 11/02 USD 27.91 33.5 108.0 –7.0
Eq. Japan Sm Cap A OT OT LUX 11/02 JPY 1101.83 21.7 27.8 –25.0
Eq. Japan Target A OT OT LUX 11/04 JPY 1681.20 7.4 8.2 –12.8
Eq. Pacific A OT OT LUX 11/03 USD 9.57 49.9 45.4 –20.3
Eq. US ConcenCore A OT OT LUX 11/02 USD 20.80 28.1 19.5 –12.1
Eq. US Lg Cap Gr A OT OT LUX 11/03 USD 14.25 32.1 16.2 –17.5
Eq. US Mid Cap A OT OT LUX 11/03 USD 27.24 35.9 24.1 –18.9
Eq. US Multi Strg A OT OT LUX 11/03 USD 19.93 24.8 12.5 –18.2
Eq. US Rel Val A OT OT LUX 11/02 USD 19.37 24.7 11.0 –19.3
Eq. US Sm Cap Val A OT OT LUX 11/03 USD 14.56 12.5 –4.9 –26.1
Eq. US Value Opp A OT OT LUX 11/03 USD 15.32 18.2 5.0 –24.6
Money Market EURO A OT OT LUX 11/03 EUR 27.38 0.9 1.6 3.0
Money Market USD A OT OT LUX 11/02 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 11/04 JPY 8981.00 4.4 –0.4 –32.0
YMR-N Small Cap Fund OT OT IRL 11/04 JPY 7142.00 11.3 13.5 –29.6

n Yuki 77 Series
Yuki 77 General JP EQ IRL 11/04 JPY 6037.00 2.3 –5.3 –31.7
Yuki 77 Growth JP EQ IRL 11/04 JPY 5717.00 –3.4 –13.1 –36.5

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 11/04 JPY 6511.00 4.3 –4.2 –30.7
Yuki Chugoku JpnLowP JP EQ IRL 11/04 JPY 7814.00 –4.6 –3.0 –28.4

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 11/04 JPY 4434.00 –2.5 –9.7 –33.1
Yuki Hokuyo Jpn Inc JP EQ IRL 11/04 JPY 5064.00 –4.1 –8.6 –26.9
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 11/04 JPY 5225.00 11.1 13.9 –27.3

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 11/04 JPY 4208.00 –1.0 –11.3 –36.0
Yuki Mizuho Jpn Dyn Gro OT OT IRL 11/04 JPY 4656.00 3.7 –8.4 –35.5
Yuki Mizuho Jpn Exc 100 OT OT IRL 11/04 JPY 6497.00 6.5 –4.0 –31.6
Yuki Mizuho Jpn Gen OT OT IRL 11/04 JPY 8242.00 2.8 –4.1 –32.1
Yuki Mizuho Jpn Gro OT OT IRL 11/04 JPY 6176.00 –1.2 –3.9 –34.2
Yuki Mizuho Jpn Inc OT OT IRL 11/04 JPY 7334.00 –7.8 –12.7 –29.5
Yuki Mizuho Jpn Lg Cap OT OT IRL 11/04 JPY 4943.00 –0.8 –8.5 –31.4
Yuki Mizuho Jpn LowP OT OT IRL 11/04 JPY 11681.00 3.1 6.1 –25.0
Yuki Mizuho Jpn PGth OT OT IRL 11/04 JPY 7840.00 2.6 –4.8 –35.1
Yuki Mizuho Jpn SmCp OT OT IRL 11/04 JPY 7333.00 19.6 19.5 –29.1
Yuki Mizuho Jpn Val Sel OT OT IRL 11/04 JPY 5603.00 7.9 4.0 –27.0
Yuki Mizuho Jpn YoungCo OT OT IRL 11/04 JPY 2964.00 24.2 18.7 –34.3

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 11/04 JPY 5183.00 1.6 –6.0 –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 629.66 117.3 80.9 –39.6

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 09/30 USD 1318.27 NS 1.3 –4.4

n SEB ALTERNATIVE INVESTMENT
SEB KEY Europe Equity Long Short

Key Europe Long/Short EUR -IC- OT OT LUX 10/23 EUR 92.01 8.4 NS 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 10/23 EUR 100.97 11.7 NS NS

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

Key Market Independent II SEK -I- OT OT LUX 10/23 SEK 93.41 13.7 NS NS

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 10/23 EUR 87.89 10.4 NS NS

Key Recovery -RC- OT OT LUX 10/23 EUR 87.28 10.0 NS 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 10/30 USD 39.00 –50.8 –45.2 0.2

Superfund GCT USD* OT OT LUX 10/30 USD 2088.49 –41.0 –38.2 –0.7

Superfund Green Gold A (SPC) OT OT CYM 10/30 USD 905.02 –21.0 –5.9 10.4

Superfund Green Gold B (SPC) OT OT CYM 10/30 USD 870.62 –33.8 –18.8 7.5

Superfund Q-AG* OT OT AUT 10/30 EUR 6250.28 –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 10/30 EUR 939.64 NS NS NS

Winton Evolution GBP Cls G OT OT CYM 10/30 GBP 943.02 NS NS NS

Winton Evolution USD Cls F OT OT CYM 10/30 USD 1189.62 –6.2 –1.5 3.1

Winton Futures EUR Cls C OT OT VGB 10/30 EUR 192.41 –6.5 0.0 7.8

Winton Futures GBP Cls D OT OT VGB 10/30 GBP 207.75 –6.4 0.6 8.9

Winton Futures JPY Cls E OT OT VGB 10/30 JPY 13729.75 –7.0 –0.6 5.4

Winton Futures USD Cls B OT OT VGB 10/30 USD 682.08 –7.0 –0.3 7.5
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

INDICES

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 10/21 USD 1408.92 3.2 3.2 2.6 –18.0 –7.1

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

12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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M&S will add name-brand goods
Retailer ending 50 years of selling only its brands in nod to consumer demands

LONDON—Food and fashion re-
tailer Marks & Spencer Group PLC
broke with a half-century of tradi-
tion by disclosing Wednesday it
would start selling branded prod-
ucts such as Coca Cola and British
yeast spread Marmite alongside its
own-brand fare next year.

The decision marks another
stage in the transformation of one
of the U.K. high-street’s most iconic
stores, which has had to respond to
penny-pinching consumers by offer-
ing cheaper products, and to the
growing tide of Internet shoppers
by revamping its Web site and im-
proving its retail channels.

Earlier this week, M&S launched
a price-comparison advertising cam-
paign, which directly pits its low-
priced foods against similar private-
label products at upmarket rival
Waitrose, part of the John Lewis
Partnership. Until now, M&S had
mostly stayed away from other su-
permarkets’ tit-for-tat advertising
campaigns.

From next year, the company will
sell branded products in all its
stores again, about 50 years after it
cleared its shelves of popular house-
hold names. Its hope is that the
new-found convenience of doing all
their shopping in one place will re-
tain old—and lure new—customers
as the battle for grocery spending
becomes increasingly competitive.
The move follows extended trials in

some parts of the U.K., where con-
sumers could buy PG Tips tea bags,
Wrigley’s chewing gum and Jack
Daniel’s whiskey.

Speaking after the company’s fis-
cal first-half results presentation,
Executive Chairman Stuart Rose in-
sisted the roll-out of well-known
brands wouldn’t fundamentally
change the M&S model, which fo-
cuses on high-quality own-branded
products. He noted the retailer
would only be selling a selection of
400 products compared to other su-
permarkets, which typically sell
over 10,000 branded items.

Still, it marks a further change in
M&S’s product offering. As the re-
cession hit its home market, M&S,
which has a reputation for quality

but is also perceived as a more luxu-
rious grocery store, quickly lost
market share to lower-priced rivals.

From a nadir in its fiscal third
quarter last year, when U.K. like-for-
like sales fell 7.1%, M&S has intro-
duced new, cheaper products, run
competitive promotions and pushed
value alongside quality, culminating
Wednesday in better-than-expected
first-half profit that pushed the
company’s shares up 6% in London
trading.

M&S’s profit before tax, property
disposals and exceptional items
from continuing operations—the key
figure tracked by analysts—rose to
£298.3 million ($489.6 million) in
the six months ended Sept. 26 from
£297.8 million a year earlier.

Net profit was down slightly at
£220.8 million from with £223.2 mil-
lion a year earlier, while total sales
rose 2.8% to £4.34 billion from
£4.22 billion. Stripping out sales
from store opened in the past 12
months, sales in the U.K. fell 0.9%, a
marked improvement on previous
quarters.

Under Mr. Rose’s stewardship,
Marks & Spencer has also added
contemporary clothing lines, re-
vamped stores and expanded the
company’s international footprint.
However, it hasn’t fully embraced
the tech-savvy consumer: Despite
running a thriving clothing, furni-
ture and housewares Web shopping
site, it doesn’t yet sell its food range
online.

BY KATHY SANDLER Food fight
By adapting its strategy, Marks &
Spencer has been battling falling food
sales at its U.K. stores. Change from a
year earlier in like-for-like food sales
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Time Warner profit falls; outlook raised
Time Warner Inc.’s third-quarter

earnings fell as advertising sales
continued to slide, but the company
increased its financial outlook for
the full year amid expense cutting
and some signs of strength at its
cable-television networks.

The profit decline in large part
was the result of continued weak
performance from two troubled
business units: AOL, which Time
Warner plans to spin off into a sepa-
rate company before the end of the
year, and the Time Inc. magazine di-
vision.

The results underscore the
spotty advertising spending re-
flected in media company financial
results. Wary companies are begin-
ning to spend on advertising again,
albeit carefully, helping ease ad rev-
enue declines. Companies like Time
Warner also have trimmed expenses
to offset the declines.

Across all of Time Warner, ad

revenue fell 12% in the three months
ended Sept. 30 from a year earlier,
an improvement from a 15% decline
in the second quarter. Time Warner
said ad declines are expected to
moderate for the rest of 2009. Reve-
nue company-wide fell nearly 6% to
$7.1 billion.

Time Warner raised its full-year
earnings target to at least $2.05 a
share, compared with prior expecta-
tions of about $1.98 a share in earn-
ings this year.

Overall, Time Warner posted a
profit of $661 million, or 55 cents a
share, down from $1.1 billion, or 89
cents a share, a year earlier. The
2008 results included 26 cents a
share from discontinued operations
and reflect the performance of Time
Warner’s cable unit, which was spun
off in March.

Operating profit fell 10% from a
year earlier. The company’s results
were hurt by higher pension ex-
penses and a strengthening of the
U.S. dollar compared to foreign cur-

rencies.
Cost cutting helped Time War-

ner’s film division post a 6% in-
crease in operating income to $291
million, even as revenue dropped
3.5% from a year earlier. The third-
quarter box office results from the
latest “Harry Potter” movie and
other releases were lower than in
the year-earlier quarter, which in-
cluded revenue from the film “The
Dark Knight.”

Time Warner Chief Executive
Jeff Bewkes said he expects declin-
ing sales of DVDs—which are the
major source of movie-studio prof-
its—to ease, even as the company’s
film studios are more careful about
how many DVDs they ship to avoid
costly returns.

Operating income for the com-
pany’s cable-TV networks rose 3% to
$938 million. Ad revenue for the
networks—which include CNN, TBS
and HBO—dropped 1% from a year
ago, an improvement from the 3%
decline of the second quarter.

Time Warner said the latest ad-
vertising results were hurt by its
news networks, which include CNN.
Ratings have been declining for the
news channel, and results last year
were helped by interest in the presi-
dential election. International net-
work results also were hurt in the
third quarter by the strengthening
U.S. dollar compared to other cur-
rencies.

Time Warner said its TV ad sales
are expected to decline in the fourth
quarter from a year earlier, in part
because of lower prices paid for
commercials booked this summer,
tough comparisons from election-
boosted results last year, and recent
ratings declines at Time Warner’s
entertainment channels such as TNT
and TBS. Mr. Bewkes said he was
“not happy” with some of the de-
clining ratings, but he said they
were “anomalies.”

Executives said prices are im-
proving in the fourth quarter for
commercials sold close to air time.

BY SHIRA OVIDE

Adidas guardedly optimistic for 2010
FRANKFURT—Sportswear and

equipment maker Adidas AG on
Wednesday expressed cautious opti-
mism for 2010, the year of the foot-
ball World Cup in South Africa, as it
stuck to its 2009 outlook despite a
30% fall in third-quarter net profit.

“Consumer and retailer senti-
ment still hovers between fear and
optimism,” said Chief Executive
Herbert Hainer. It is still too early
to give a detailed outlook for 2010,

he said, but added that he was
“cautiously optimistic” about next
year’s prospects.

The world’s second-largest
sports-goods maker by sales has
been hurt by the downturn in con-
sumer spending. Its bottom line also
has been hit by rising costs and by
the Russian ruble’s decline in value
against the euro. Russia is one of
Adidas’s most important markets.

Adidas’s net profit fell to €213
million ($313.4 million) in the three
months ended Sept. 30 from €302

million a year earlier. Sales at the
Herzogenaurach, Germany-based
company, which produces the Adi-
das and Reebok sports brands as
well as TaylorMade golf equipment,
were down 6.3% at €2.89 billion
from €3.08 billion.

Adidas expects a low- to mid-sin-
gle-digit percentage drop in full-
year sales excluding currency fluctu-
ations, as well as a decline in net
profit amid weak consumer spend-
ing and rising unemployment in
many of its major markets.

BY NATASCHA DIVAC

Carlsberg trims
sales forecast,
but net climbs

Carlsberg A/S on Wednesday
posted a 22% rise in third-quarter
net profit as lower expenses helped
boost margins, but the brewer cut
its sales forecast for 2009 and said
it expects next year to be challeng-
ing as well.

The Copenhagen-based maker of
Tuborg, Carlsberg and Kronenbourg
beer said it expects beer markets to
continue shrinking in Europe and
Russia this year and it plans to con-
tinue cutting costs to cope with the
downturn and preserve profitability.

Carlsberg said it now expects net
revenue of 59 billion to 60 billion
Danish kroner ($11.7 billion to $11.9
billion) for the full year, down from
the 61 billion kroner previously ex-
pected. But it stuck with its forecast
for operating profit of at least 9 bil-
lion kroner and net profit of at least
3.5 billion kroner. It also raised its
free cash flow guidance to at least
6.5 billion kroner from at least 6 bil-
lion kroner.

Net profit for the three months
ended Sept. 30 rose to 1.49 billion
kroner from 1.22 billion kroner a
year earlier. Revenue fell 11% to
16.36 billion from 18.44 billion, hurt
by stagnant sales in most European
markets.

“Our efforts to drive sustainable
efficiency improvements without
losing top-line focus have been suc-
cessful and sufficient to offset the
impact from the challenging mar-
kets,” said Chief Executive Jorgen
Buhl Rasmussen.

Carlsberg said the important
Russian market declined about 10%
in the first nine months of the year
and is expected to fall at the same
rate in the full year. However, it im-
proved its market share in the coun-
try by 2.2 percentage points to
40.9%. The brewer also said it
gained market share in Asia, while
overall market share was flat in
Northern and Western Europe.

The company faces another
threat to its business in Russia. The
country’s parliament is discussing a
proposal to triple the beer tax in
2010, to nine rubles (31 U.S. cents) a
liter from three rubles. Carlsberg,
which holds more than 40% of the
country’s beer market, expects the
assembly to decide on the issue in
November or December.

Carlsberg said last month it
would oppose a proposal to triple
Russian beer taxes next year, which
is under review by the Russian par-
liament. A final decision on the pro-
posal is expected in late November
or early December, Carlsberg said
Wednesday, adding that, if imple-
mented, the move will hurt Russia’s
beer market.

Mr. Rasmussen said in an inter-
view that if the tax is raised, Carls-
berg will set up a pricing strategy
that may differentiate between its
various brands and market seg-
ments.

The extent of the impact will de-
pend on a number of factors includ-
ing the size of the increase, compa-
nies’ product pricing decisions and
macroeconomic developments, Mr.
Rasmussen said, declining to elabo-
rate.

Despite the potential short-term
impact from raised taxes, Mr. Ras-
mussen said he expects the Russian
beer market to grow in the long run
because beer makes up a relatively
small part of total alcohol consump-
tion in Russia.

BY GUSTAV SANDSTROM

Executive Travel Program

Guests and clients of 320
leading hotels receive
The Wall Street Journal
Europe daily, courtesy of
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Gl Value A GL EQ LUX 11/03 USD 10.52 23.9 17.1 –24.9
Gl Value B GL EQ LUX 11/03 USD 9.68 22.8 16.1 –25.6
Gl Value I GL EQ LUX 11/03 USD 11.17 24.7 18.1 –24.3
India Growth A OT OT LUX 11/03 USD 109.32 NS NS NS
India Growth AX OT OT LUX 11/03 USD 95.51 65.3 70.4 –14.8
India Growth B OT OT NA 11/03 USD 114.70 NS NS NS
India Growth BX OT OT LUX 11/03 USD 81.77 64.0 68.7 –15.6
India Growth I EA EQ LUX 11/03 USD 98.90 65.9 71.1 –14.5
Int'l Health Care A OT EQ LUX 11/03 USD 125.98 7.3 3.1 –12.6
Int'l Health Care B OT EQ LUX 11/03 USD 106.43 6.4 2.1 –13.5
Int'l Health Care I OT EQ LUX 11/03 USD 137.47 8.0 3.9 –11.9
Int'l Technology A OT EQ LUX 11/03 USD 98.81 35.1 24.1 –18.8
Int'l Technology B OT EQ LUX 11/03 USD 85.75 33.9 22.9 –19.6
Int'l Technology I OT EQ LUX 11/03 USD 110.65 36.0 25.1 –18.2
Japan Blend A JP EQ LUX 11/03 JPY 5680.00 5.9 1.4 –28.5
Japan Growth A JP EQ LUX 11/03 JPY 5588.00 0.4 –3.7 –28.9
Japan Growth I JP EQ LUX 11/03 JPY 5742.00 1.1 –2.9 –28.3
Japan Strat Value A JP EQ LUX 11/03 JPY 5741.00 11.3 6.6 –28.4
Japan Strat Value I JP EQ LUX 11/03 JPY 5886.00 12.1 7.4 –27.8
Real Estate Sec. A OT EQ LUX 11/03 USD 13.52 26.7 18.7 –21.3

Real Estate Sec. B OT EQ LUX 11/03 USD 12.38 25.7 17.6 –22.1
Real Estate Sec. I OT EQ LUX 11/03 USD 14.51 27.5 19.6 –20.7
Short Mat Dollar A US BD LUX 11/03 USD 7.25 10.8 4.4 –7.0
Short Mat Dollar A2 US BD LUX 11/03 USD 9.71 10.8 4.3 –7.0
Short Mat Dollar B US BD LUX 11/03 USD 7.25 10.4 3.9 –7.4
Short Mat Dollar B2 US BD LUX 11/03 USD 9.67 10.4 3.9 –7.4
Short Mat Dollar I US BD LUX 11/03 USD 7.25 11.3 4.9 –6.4

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 11/02 GBP 7.78 16.9 18.4 –9.6
Andfs. Borsa Global GL EQ AND 11/02 EUR 6.09 5.0 0.5 –21.1
Andfs. Emergents GL EQ AND 11/02 USD 16.25 62.5 59.0 –14.6
Andfs. Espanya EU EQ AND 11/02 EUR 13.22 22.2 25.6 –15.0
Andfs. Estats Units US EQ AND 11/02 USD 14.12 15.8 8.8 –15.9

Andfs. Europa EU EQ AND 11/02 EUR 7.35 13.4 8.3 –19.0
Andfs. Franca EU EQ AND 11/02 EUR 8.99 8.6 1.5 –20.7
Andfs. Japo JP EQ AND 11/02 JPY 479.32 9.3 11.7 –25.0
Andfs. Plus Dollars US BA AND 11/02 USD 9.26 9.8 9.1 –7.7
Andfs. RF Dolars US BD AND 11/02 USD 11.37 11.2 13.3 –0.3
Andfs. RF Euros EU BD AND 11/02 EUR 10.85 21.2 20.9 –1.7
Andorfons EU BD AND 11/02 EUR 14.50 21.6 18.8 –3.8
Andorfons Alternative Premium OT OT AND 09/30 EUR 97.67 5.7 –7.5 –7.8
Andorfons Mix 30 EU BA AND 11/02 EUR 9.41 16.2 11.0 –10.8
Andorfons Mix 60 EU BA AND 11/02 EUR 8.93 9.9 3.8 –18.1

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 10/23 USD 252062.78 86.9 60.7 –3.0

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 11/04 EUR 9.10 –5.9 –7.1 –3.7
DJE-Absolut P GL EQ LUX 11/04 EUR 190.71 8.8 5.9 –12.9
DJE-Alpha Glbl P EU BA LUX 11/04 EUR 167.62 9.0 7.3 –9.1
DJE-Div& Substanz P GL EQ LUX 11/04 EUR 200.71 14.8 12.0 –9.7
DJE-Gold&Resourc P OT EQ LUX 11/04 EUR 161.56 23.6 46.7 –9.6

DJE-Renten Glbl P EU BD LUX 11/04 EUR 129.35 8.1 10.0 2.4
LuxPro-Dragon I AS EQ LUX 11/04 EUR 151.49 63.2 60.5 –13.5
LuxPro-Dragon P AS EQ LUX 11/04 EUR 147.57 62.6 59.9 –14.6
LuxTopic-Aktien Europa EU EQ LUX 11/04 EUR 16.55 15.5 15.2 –6.6
LuxTopic-Pacific AS EQ LUX 11/04 EUR 15.36 69.7 63.4 –17.5

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
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
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in Indonesia

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

U.K.’s bank-stake chief seeks bonus balance

China growth sets stage for G-20
Policy pressure seen
at weekend meeting
of finance ministers
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By J.R. Wu

And Terence Poon

BEIJING—China’s economy is
likely to perform better overall next
year, the World Bank said Wednes-
day, setting the stage for the govern-
ment to withdraw some of its pro-
growth policies.

But analysts say Chinese offi-
cials are likely to continue to resist
pressure from other countries to let
its currency appreciate, which could
be a theme for discussion at a meet-
ing of finance officials from the
Group of 20 economies this week-
end in Scotland.

China had been letting the yuan
rise amid widespread criticism from
abroad that it was undervalued, but
it halted the appreciation in July
last year as its export sector began
to feel the brunt of the global eco-
nomic slowdown.

The rapid recovery in China so
far this year is helping to drive
growth in commodity-exporting
countries such as Australia and Bra-
zil, as well as in the rest of Asia. In
its latest quarterly update, the
World Bank forecast China’s econ-
omy will grow 8.7% in 2010, slightly
higher than its revised estimate of
8.4% for 2009. The improvement
next year will come from exports re-
turning to growth and a property
sector that is continuing to
strengthen, the bank said.

China’s economic growth has
clearly stabilized, but there is a
growing risk that the massive surge
of bank lending this year will lead to
asset bubbles and wasted invest-

ment, bank economists said.
“China’s stimulus was much

more front-loaded, so China should
probably pull back on the monetary
[policy] front before some of the
other countries,” Ardo Hansson, the
World Bank’s lead economist for
China, told reporters in Beijing. A
stronger currency could help in that
regard, and also encourage struc-
tural reform, he said. “If China
needs to have more domestic de-
mand and less reliance on exports,
then a more appreciated exchange
rate is probably something that’s in
the pipeline,” he said.

With some other major econo-
mies having already withdrawn
some stimulus measures—Australia
has raised interest rates twice—
China could face questions on its pol-
icies at the G-20 meeting in St. An-
drews, Scotland.

Chinese officials say they are de-
termined to hold to their current
course. Chinese Foreign Ministry

spokesman Ma Zhaoxu Tuesday
urged governments around the
world to continue policies that sup-
port their economies. “We need to
proceed from our own national con-
ditions and bear in mind the big pic-
ture of the early recovery of the glo-
bal economy,” he said.

China could let the yuan rise
mildly against the U.S. dollar next
year, but it “won’t promise any-
thing” on exchange rates at the G-20
meeting, said Hu Yifan, chief global
economist for Citic Securities in
Hong Kong.

Beijing’s government-led stimu-
lus program of four trillion yuan
($586 billion) is due to run its course
at the end of 2010, and there is still
concern private demand is too weak
to pick up the slack. China would
probably like to see a firmer global re-
bound to help sustain its own recov-
ery, as its exports remain weak.

But senior Chinese policy mak-
ers are now confident China will

meet its 8% growth target for this
year, so there is increasing debate
over what policies should replace
the stimulus. The state banking sys-
tem’s massive increase in lending
has led to worries about speculative
capital inflating housing and stock
prices.“We think eventually the
overall [monetary policy] stance
will have to be tightened to contain
the pace of lending,” said Louis
Kuijs, senior economist for the
World Bank in China. Authorities
could use several different measure
to slow down the rapid growth in
bank lending, including credit quo-
tas, he said.

The G-20 leaders agreed in late
September, at a summit in Pitts-
burgh, to set up a framework for na-
tions to review each others’ eco-
nomic policies. But it is unclear
whether specific proposals for
changes in policies—by China or
other nations—will emerge from
coming meetings.

The G-20 offers a platform “for
exchange and dialogue, to build con-
sensus on common issues,” said
Zhao Xijun, a professor at Renmin
University of China in Beijing. “But
on the specifics, each nation will im-
plement them on its own.”

Economists expect a decline in
the rate of acceleration of China’s
economic growth as the initial im-
pact of the massive government
stimulus plan fades, according to a
new poll by The Wall Street Journal.

The economists who re-
sponded to the poll said growth
slowed in the third quarter from
the second quarter’s boom.

“The slowdown in quarter-on-
quarter growth is expected, be-
cause the strongest impact of the
stimulus happened in the second
quarter,” said Wang Tao, China
economist for UBS, in a recent re-
port.

THE INTERNATIONAL INVESTOR

Steady growth
Percentage change from a year 
earlier in China’s GDP

Sources: World Bank (chart); Agence 
France-Presse (photo) 
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A cyclist passes a billboard in Beijing. 

By Yayu Yuniar

And Tom Wright

JAKARTA—The Indonesian sub-
sidiary of French supermarket chain
Carrefour SA said Wednesday it will
challenge a recent ruling by Indone-
sia’s antitrust body that it broke lo-
cal monopoly laws.

Indonesia’s Business Competi-
tion Supervisory Commission, or
KPPU, ruled Tuesday that Carrefour
Indonesia was in breach of antitrust
laws after it purchased a 75% stake
in local retailer Alfa Retailindo for
$70 million in 2008. Carrefour mis-
used its dominant market position
to negotiate for lower prices from
suppliers, the KPPU found. The body
gave the French retailer a year to
sell its stake in Alfa and ordered it to
pay a $2.6 million fine.

“The commission’s findings are
baseless,” said Ignatius Andy, a law-
yer for Carrefour. “Alfa’s market
share is very small. There’s no way
that we can dominate the market by
acquiring it.” Carrefour plans to
challenge the verdict at the South
Jakarta District Court, as it is al-
lowed to do under Indonesian law,
he added.

Carrefour disputes the KPPU’s as-
sertion that in 2008 the combined
Carrefour and Alfa had a 47% share
of Indonesia’s “modern” retail sales,
which include sales at hypermar-
kets and supermarkets but not tradi-
tional food markets, or “wet mar-
kets.” According to data from Niel-
sen Indonesia, Carrefour’s share of
that market was 17% in 2008.

The KPPU also said that 58% of
the value of total goods sold by sup-
pliers to “modern” retail outlets in
Indonesia went to Carrefour, up
from 46% before the Alfa acquisi-
tion.

A Carrefour spokesman said this
figure was too high, but the com-
pany didn’t have another estimate
because it wasn’t global industry
practice to value a company’s mar-
ket share by looking at its suppliers,
he said.

Attempts to contact Benny
Pasaribu, chairman of the KPPU,
weren’t successful.

Total Indonesian retail sales, in-
cluding hypermarkets, supermar-
kets and traditional markets,
jumped 5.9% between January and
September compared with the same
period a year earlier to $7.7 billion,
according to Nielsen Indonesia. Car-
refour, the largest foreign retailer in
Indonesia, has 45 stores with sales
of Œ662 million ($974 million) in the
first nine months of this year.

résumés from RBS staffers since
the news broke, while another said
he was fielding a large number of
calls from employees looking to
quit.

Employees at RBS said man-
agers have begun holding meetings
to assuage anger over the arrange-
ment, part of a deal announced
Tuesday under which the govern-
ment will inject £25.5 billion of
money into the bank.

The rules shouldn’t have come
as complete surprise to RBS employ-
ees. The bank said earlier this year
that for 2009 it was likely to ban
cash bonuses and defer awards in in-

stallments. However, a person
close to the bank said employees
had been hoping that, in the end,
some of their bonuses would be
paid in cash.

Tuesday’s announcement killed
those hopes. For securities-based
bonus payments, employees will re-
ceive 50% of their entitlement for
2009 at the end of the financial year
in June, with the rest spread over
the next two years.

The restrictions are in some
cases less onerous than those RBS
laid out for 2008. Several hundred
members of senior management
and general staff making above
£39,000 will receive the first non-

cash installment after six months,
instead of after more than a year, as
was the case for the 2008 bonus.

Not all RBS employees will be af-
fected by the changes. Those with
guaranteed packages, such as
former Bank of America Merrill
Lynch derivatives banker Antonio
Polverino, have contracts that as-
sure them large cash payouts at the
end of the year, while many other in-
vestment-banking staff have legacy
guarantees, including employees of
the bank’s corporate broking arm
Hoare Govett.

Paul Mumford, a senior fund
manager at Cavendish Asset Man-
agement, which owns stakes in RBS

and Lloyds, warned that unless
there were limits introduced across
the entire banking sector to even
the playing field, Lloyds and RBS
would suffer disproportionately.

“The alternative, in view of the
austerity of the £39,000 salary re-
striction on bonuses, is to watch a
potentially toxic exodus of talent
away from Lloyds and RBS to their
competitors,” Mr. Mumford said.
“This would mean that the very
deal aimed at putting these institu-
tions on a road to recovery will, in
fact, undermine that progress.”
 —Sara Schaefer Muñoz

and Matt Turner
contributed to this article.

Continued from page 19
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Aswe approach the 20th anniver-
sary on Nov. 9, we will chronicle the
events that precipitated the fall of
the Berlin Wall as they played out in
the pages of The Wall Street Journal.

West German industry was ready
to pounce should pressure for eco-
nomic reform in East Germany force
the nation’s new leadership to open
the country’s borders to Western in-
vestment.

“In fact, given the right guaran-
tees about protecting foreigners’ in-
terests, the likes of Volkswagen AG
and Deutsche Bank AG could begin a
de facto industrial reintegration of
the two Germanys,” the Journal
wrote on Nov. 8, 1989, just one day
before the fall of the Berlin Wall.

Many West German companies
were poised to seize the advantage.
Firms like Volkswagen, AEG and Adi-
das were already using products
made under contract with East Ger-
man factories.

West Germany and its allies con-
tinued to grapple with reunification
and the rapid changes taking place in

East Germany. Just the day before,
East Germany’s entire 44-member
cabinetof ministers resigned, “possi-
bly providing the Communist leader-
shipwithanopportunitytointroduce
more reforms,” the Journal wrote.

“If East Germany opened up its
borders, there would be a great race
of German industry to invest there,”
said a top aide to West German Chan-
cellor Helmut Kohl.

At the time,East Germany’s econ-
omy, built around 3,600 state-
owned manufacturing combines,
was roughly one-eighth the size of
West Germany’s.

“But for Egon Krenz, East Germa-
ny’s newleader,pressure ismounting
to allow more Western business in-
volvement. His party is losing control
of its people, who are tired of stores
that lack everything from bananas to
bath mats, and of 10-year waits for
telephones,” the Journal wrote.

Western companies saw an opening as good business

A copy of former French President
Jacques Chirac’s memoir on display in
Paris Tuesday. Mr. Chirac, seen at a
meeting in Amiens in 2006, mentions
former political rivals in his book.

Chirac burnishes image with his pen
Former French president’s memoir comes amid swelling of popular support that eluded him while in office

At top, East German refugees await free Cokes at the Giessen refugee camp. Above, a Nov. 8, 1989, Wall Street Journal article.

By Max Colchester

PARIS—In retirement, former
French President Jacques Chirac
has achieved something that
eluded him while in office: popular-
ity.

Days after he was ordered to
stand trial on embezzlement
charges, Mr. Chirac is rated as
France’s most admired political fig-
ure, according to French polling
agency Ifop. During Mr. Chirac’s
presidency, from 1995 to 2007, his
approval ratings slipped to 30% as
he struggled with issues such as un-
employment and crime.

The publication of his memoirs—
the first volume comes out in
France Thursday—could cement a
newly found status as the nation’s
grandfather.

“He is looking to rehabilitate
himself,” says Vincent Tiberj, a po-
litical researcher at Paris-based
university, Sciences Po. “This is
part of the transformation.”

In his book, titled “Each Step
Should Be a Goal,” the 76-year-old
Mr. Chirac retraces his career until
his election to the presidency in
1995. He breaks his silence on his
successor Nicolas Sarkozy, and
weighs in on erstwhile rivals in-
cluding former President Valéry
Giscard d’Estaing.

In extracts published by the
newspaper Le Figaro, and con-
firmed by the book’s publisher, Mr.
Chirac describes Mr. Sarkozy as
“nervous” and “distinguished by
his undeniable knack for communi-
cation.”

Mr. Chirac praises Socialist poli-
tician and former President
François Mitterrand and British
Prime Minister Margaret
Thatcher.

Mr. Chirac also pays tribute to
his wife, Bernadette, and skims
over his renowned penchant for
women. In a recent television docu-
mentary, Mr. Chirac described his

romantic life as “reasonable.”
The book doesn’t dwell on a cor-

ruption case for which the former
president was recently ordered to
stand trial. Last week an investigat-
ing magistrate indicted Mr. Chirac
on charges of embezzlement for al-
legedly giving aides fictitious jobs
while he was mayor of Paris in 1977
to 1995. Mr. Chirac has repeatedly
denied the allegations.

A spokeswoman for Mr.
Chirac’s publisher, Nil Editions,
said the house expects to sell at
least 230,000 copies as interest
builds around the former leader.
Bernadette Chirac’s memoirs sold
around 300,000 copies. “That was
a lot but there is no reason why her
husband can’t do better,” said Elis-
abeth Franck, a Nil Editions spokes-
woman.

Mr. Chirac’s recent popularity
is partly linked to moments of his
presidency—notably his stand in
2003 against the war in Iraq and

images of him leaping with excite-
ment after France won the 1998
World Cup. His association with
moments of Gallic greatness is
fixed in people’s minds, says Pas-
cal Perrineau, who heads the cen-
ter of political research at Sci-
ences Po.

Others say Mr. Chirac’s likeabil-
ity has grown as his differences
with the current president become
evident. Mr. Chirac embodied an

aloof style of governance, leaving
much day-to-day running of the
country to his prime ministers. Mr.
Sarkozy is known for a more
hands-on approach, which hasn’t
proved popular with voters.

“Jacques Chirac is nothing like
Nicolas Sarkozy,” says Mr. Tiberj,
the Sciences Po researcher. “This
is probably his biggest advan-
tage.”

Beyond the new book, the Mu-

seum of the President Jacques
Chirac in central France—which
houses a collection of manuscripts
and memorabilia from his adminis-
tration—has seen a 10% increase in
visitors this year, according to a
museum spokesman.

A recent video of Mr. Chirac gal-
lantly offering his chair to a
woman at a conference—and then
being told to hush by his wife—has
become an Internet sensation.

WSJ.com

ECONOMY & POLITICS

East and West

WSJ.com wants to publish your
personal photos and stories on the
20th anniversary of the fall of the

Berlin Wall. Please send submissions
to berlinwall@wsj.com
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China warns on debt levels
Regulator urges
banks to scrutinize
property developers

Hang Seng ends 2-day slide
as resource shares lead rise
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aged in-house but may be divided among multiple managers. Ranked on % total return (divi-
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BEIJING—China’s banking regu-
lator has urged banks to scrutinize
debt levels at property developers
before they issue loans to them, ac-
cording to an official at the China
Banking Regulatory Commission.

The official said Wednesday that
the regulator’s warning came after a
strong rebound in property prices
since the second quarter. That recov-
ery has prompted some developers
to borrow for speculative purposes
and to buy land at high prices, which
is further driving up property
prices.

Property-company stocks fell on
the news, which also harmed the
prospects for Hong Kong initial pub-
lic offerings by Chinese property
firms. Some offerings have been can-
celed or delayed, while others have
been priced lower than the compa-
nies hoped.

The latest was Mingfa Group (In-
ternational) Co., which on Wednes-
day cut the value of its IPO by about
a quarter as it lowered its indicative
price range and pushed back its ex-
pected debut. (See related article on
M3.)

Among already listed property
shares, China Vanke Co. ended
down 1.6% in Shenzhen and Gem-
dale Corp. was off 1% in Shanghai.

CBRC Chairman Liu Mingkang
mentioned the risks of lending for
property development during the
regulator’s fourth-quarter briefing
with banks, the CBRC official said.

“Banks need to do due diligence

strictly while they consider lending
to property developers. The fast
property-market growth may cause
bubbles,” the official said.

Property prices in 70 of China’s
large and medium-sized cities rose
2.8% in September, the fourth con-
secutive monthly rise and accelerat-
ing from August’s 2% increase.

The recovery in prices over re-
cent months has prompted some de-
velopers to acquire land without im-
mediate plans for development be-
cause of expectations of further
price rises.

The companies have been rely-
ing on high leverage ratios to
achieve fast business growth. While
some big listed developers such as
China Vanke have maintained a lia-
bility ratio of below 70%, other de-
velopers have exceeded 100%.

The warning from the regulator
isn’t a surprise as the CBRC has em-
phasized the risks of rapid growth
in lending to property companies
several times.

And the CBRC official said the lat-
est comments are mainly to remind
banks of the risks from potential
property bubbles, rather than an or-
der to cut lending to developers.

The official said the property
market remains key to China’s eco-
nomic recovery.

Wang Xiao, a property analyst at
CCB International Investment Ltd.,
said property prices are likely to be
pushed higher over the near term,
and the market will watch closely to
see if the government might launch
more specific tightening policies for
the real-estate sector.
 —Victoria Ruan

Gold closes in on $1,100 after FOMC

FUND SCORECARD
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By Colin Ng

And Kirsty Green

Hong Kong shares helped lead
Asia’s advance Wednesday as com-
modity stocks rode the tide of soar-
ing gold prices.

Bargain hunting in financial com-
panies added buoyancy as the Hang

Seng Index re-
versed a two-day
decline, rising 1.8%
to 21614.77.

A m o n g r e -
source companies, Zijin Mining
gained 5.7%, Zhaojin Mining rose
4.2% and Real Gold Mining ad-
vanced 3.3%. Aluminum Corp. of
China added 2% and Jiangxi Copper
rose 2.5%.

Oil producers were supported by
gains in crude-oil futures. Cnooc
rose 3% and PetroChina advanced
3.6%, also helped by Credit Suisse’s
rating upgrade.

Among financials, Bank of China
rose 2.7% after falling 2.7% Tuesday
and China Construction Bank
ended up 2.4% after losing 1.7% in
the previous session.

Trading volumes were thin in
some Asian markets as many inves-
tors stayed on the sidelines ahead of
the results of the U.S. Federal Re-
serve’s policy meeting.

The Fed was widely expected to
stand pat on rates, but investors
were focused on its commentary on
the U.S. economic outlook and any
hints about when it could tighten pol-
icy.

Japan’s Nikkei Stock Average of
225 companies rose 0.4% to 9844.31.

Sumitomo Metal Mining rose
2.6%, while Tokyo’s chip-related
shares fell after Morgan Stanley’s rat-
ing cut on the semiconductor indus-
try. Tokyo Electron slumped 5.1%.

India’s Sensitive Index, or
Sensex, ended a six-session losing
streak, gaining 3.3% to 15912.13.

Market heavyweight Reliance In-
dustries jumped 5.5%, ICICI Bank
was up 5.2% and metals producer
Hindalco Industries climbed 9.2%.

South Korea’s Kospi gained 1.9%
to 1579.93, also ending higher for
the first time in seven sessions.

Eugene Investment & Securities
analyst Kwak Byong-ryel called the
market’s rise a technical rebound.

“It’s hard to find a cue now…
amid uncertainties over global fi-
nancial firms and before the FOMC
policy meeting,” he said.

Samsung Securities rose 6.3%,
KB Financial Group gained 1.8% and
Shinhan Financial Group added
2.8% after reporting strong third-
quarter results.

China’s banking regulator is concerned that a rebound in property prices has
prompted some developers to borrow money for land speculation. Above, a
housing project under construction in Qingdao in February.

By Allen Sykora

Gold futures neared $1,100 in af-
ter-hours trading after the Federal
Open Market Committee’s post-
meeting statement suggested that
U.S. interest rates won’t be going up

any time soon.
The statement

came out after the
end of pit trading
on the Comex divi-

sion of the New York Mercantile Ex-
change, where the settlement price
is set.

“The fact that everything re-
mains the status quo is a positive en-
vironment for gold,” said Dave
Meger, director of metals trading at
Vision Financial Markets.

There had been some worries

that the Fed might change its rheto-
ric enough to be seen as signaling a
hint of possibly tightening interest
rates down the road.

“Any type of tilt to that effect
could have supported the dollar and
hence dented the gold price,” Mr.
Meger said. “Obviously that didn’t
happen. So any expectations to that ef-
fect are no longer a concern and that
obviously gives a green light to the
gold market to continue forward.”

The FOMC said conditions “are
likely to warrant exceptionally low
levels of the federal-funds rate for
an extended period.”

Gold for December delivery
traded as high as $1,098.50 per
ounce about an hour after the FOMC
statement.

In pit trading, the nearby but

lightly traded November futures
firmed $2.40, or 0.2%, to settle at
$1086.70, a record settlement for a
front-month contract. December
gold rose $2.40 to $1,087.30 an
ounce, a record settlement for the
most-active month contract.

Gold had gained prior to the
FOMC statement on a second day of
buying in the wake of news that the
Reserve Bank of India has bought
200 metric tons of the metal from
the International Monetary Fund.

The news of the Indian pur-
chases from the International Mone-
tary Fund supported the market
since it was seen as both reflecting
strong central-bank demand and al-
leviating worries that the IMF’s
planned sale of 403.3 metric tons
would hurt the market.

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United States
citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.

ASIAN-PACIFIC
STOCKS

COMMODITIES
MARKETS

Im
ag

in
eC

hi
na

24 THURSDAY, NOVEMBER 5, 2009 T H E WA L L ST R E ET JO U R NA L .



Israel claims seizure of weapons shipment
Officials say cargo
intercepted by navy
was for Hezbollah

Five U.K. soldiers killed
by Afghan police officer

By Charles Levinson

And Josh Mitnick

ASHDOD, Israel—Israeli officials
said naval commandos seized a
cargo ship carrying nearly 600 tons
of weapons bound for Hezbollah mili-
tants in Lebanon, 160 kilometers off
Israel’s Mediterranean coast.

Commandos boarded the Anti-
guan-flagged ship, the Francop, Tues-
day evening with the permission of
the ship’s crew as part of routine anti-
smuggling operations, Israeli Navy
Brig. Gen. Rani Ben Yehuda said.

“In a random check of the contain-
ers we found a variety of weaponry
camouflaged as civilian goods,” Gen.
Ben Yehuda said. “Clearly these
weapons are for terror purposes.
There is no doubt they came from
Iran, and were headed through Syria
to Hezbollah.”

Hezbollah officials in Beirut re-
fused to comment on the Israeli alle-
gations. A spokesman for the Iranian
mission to the United Nations in New
York also had no comment. Syrian
Foreign Minister Walid Moallem, in
televised comments made during a
visit to Tehran, called the Israeli com-
mandos “pirates” and denied the
ship was carrying weapons.

Israeli Prime Minister Benjamin
Netanyahu called the raid a “preven-

tive operation against a ship that
was providing weapons that would
be targeting Israeli cities.”

The raid came a day after Israel’s
military intelligence chief warned
that, despite months of relative calm
on Israel’s borders, Hezbollah in Leb-
anon and Hamas militants in Gaza
are stockpiling Iranian and Syrian

arms.
Israel fought an inconclusive

34-day war against Hezbollah in
2006 and defense officials say a sec-
ond, larger confrontation with the
Iranian-backed Shiite militants is in-
evitable.

Among the seized weapons on dis-
play by the Israeli military were Katy-

usha rockets, mortars, hand gre-
nades, and crates of ammunition for
Kalashnikov rifles.

The seized cargo represented “a
drop in the sea” compared with the
total quantities of Iranian arms
reaching Hezbollah, Gen. Ben Ye-
huda said.

Giora Eiland, the head of the Is-

raeli National Security Council until
2006, said the operation was “tacti-
cally insignificant and does not cre-
ate any strategic change in Hezbol-
lah’s military capabilities.”

“The most significant implica-
tion of this raid is if Israel manages
to use this event to change the per-
ception in the international commu-
nity and within Lebanon itself of
what is actually happening in Leba-
non,” Mr. Eiland said.

Israeli military officials refused
to say whether they had any specific
intelligence about the ship ahead of
time or if they had been tracking it.
Military experts in Israel expressed
doubt that the military would have
raided the ship without specific intel-
ligence.

Gen. Yehuda said the ship carried
about 300 containers, 36 of which
contained weapons that documents
on board the ship showed as having
originated in the south Iranian port
of Bandar Abbas and were bound for
Syria. He said the type of weapons
found left little doubt that they were
bound for Hezbollah.

Gen. Ben Yehuda said the ship
had picked up the weapons in the
Egyptian port city of Damietta and
was due to make stops in Cyprus,
Beirut and Syria. He said an Iranian
ship had brought the cargo from Iran
to Damietta.

Israeli officials and an employee
for United Feeder Services, the Cy-
prus-based company that was oper-
ating the ship, said the ship’s crew
had no idea they were transporting
weapons.

The Israeli military displayed weapons it said were seized on a ship 160 kilometers offshore, at the Port of Ashdod, Wednesday.

ECONOMY & POLITICS

By Alan Cullison

KABUL—An Afghan policeman
shot dead five of his British trainers
at an outpost in southern Afghani-
stan, stoking fears that the Taliban
have embarked on a campaign to in-
filtrate the country’s security
forces.

The incident comes a month after
another Afghan policeman shot dead
two U.S. Marines in Wardak prov-
ince, neighboring Kabul. It marks
one of the deadliest attacks for the
British in Afghanistan, where 229 sol-
diers have lost their lives since the oc-
cupation began eight years ago.

The U.S. and its allies lately have
sought to shift more responsibilities
to Afghan army and police units as
part of an exit strategy from Afghani-
stan. But the Afghan National Police
commanders say their recruits are
underpaid and outgunned.

The British troops killed Tuesday
were part of a police mentoring
group. They were on patrol with Af-
ghan police officers in Helmand, a
volatileprovinceinsouthern Afghan-
istan where the U.K. maintains a
heavy presence.

The soldiers took a break from the
afternoon heat at an Afghan police
outpost in the district of Nad-e-Ali,
where they reclined and drank some
tea, said Dawood Ahmadi, spokes-
man for the governor of Helmand.

Inside the police post one of the
Afghan officers opened fire, killing
five British soldiers and wounding
eight others, including two Afghan
policemen. The gunman then es-
caped on a motorcycle.

Mr. Ahmadi said the British sol-

diers might not have been wearing
their body armor at the time of the
attack. “Coalition forces usually do
joint patrols with Afghan forces.
They sleep in the same outposts,
and they eat the same food. They
have built a trust between each
other,” he said. “But unfortunately
that trust has been misused by some
Afghans.”

Gen. Stanley McChrystal, the
head of international forces in Af-
ghanistan, discussed the incident
with Afghanistan’s interior minis-
ter, Hanif Atmar. Mr. Atmar prom-
ised the attack will be investigated,
saying it appeared to be an isolated
incident.

The violence recalls earlier, less
serious, attacks on U.S. forces by Af-
ghan police. Last month an Afghan
policeman killed two U.S. Marines
and wounded two others while on
patrol in Wardak province and then
fled. Last fall, two others were killed
in eastern Afghanistan in separate
attacks.

Afghan police also have attacked
their own troops. In the province of
Kunduz, one recruit poisoned eight
of his comrades at an outpost in Sep-
tember, and after killing his com-
mander, called in the Taliban, with
whom he was allied. Then he and the
Taliban shot or beheaded the poi-
soned officers. “He was of course
with the Taliban,” said Abdul Razak
Yaskubi, police chief of Kunduz prov-
ince. “The Taliban are trying to pene-
trate all the Afghan security forces.”

Police officials say Afghanistan’s
recent cycle of presidential elec-
tions has placed a strain on the po-
lice force.
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Berkshire joins bid for Fannie tax credits
Buffett could insulate
Goldman in deal
with political fallout

MONEY & INVESTING

By Aparajita Saha-Bubna

Profitability continued to elude
GMAC Inc. in the third quarter amid
persistent losses stemming from
toxic mortgage loans.

Despite extraordinary help from
the U.S. government, including $12.5
billion of federal funds and access to
cheap debt, GMAC is struggling to re-
turn to the black as it takes hit after
hit on its mortgage unit, Residential
Capital LLC. ResCap, one of the larg-
est U.S. lenders to borrowers with
shaky credit, is still reeling from
risky loans it made at the peak of the
real-estate market.

GMAC is in talks with the Trea-
sury to get a third infusion of up to
$5.6 billion in TARP funds.

The U.S. government currently
owns 35.4% of GMAC and is its largest
shareholder. The extent of federal
help GMAC has received underscores
the auto lender’s role in federal ef-
forts to resuscitate the ailing auto
makers General Motors and Chrysler.
GMAC provides loans to auto dealers
that use the funds to stockpile their
inventory of new vehicles.

The lender posted a third quar-
ter loss of $767 million, compared to
a year-earlier loss of $2.52 billion.
But the extent of GMAC’s loss nar-
rowed from a year ago as revenue
jumped to $2.1 billion from $1.2 bil-
lion a year earlier.

The third quarter loss narrowed
also because the company squir-
reled away a smaller amount—$704
million—to reserve for potential
losses. This is down from $1.1 billion
a year earlier and $1.2 billion in the
second quarter.

GMAC’s mortgage business, in-
cluding ResCap, lost $747 million,
before taxes, from continuing opera-
tions. ResCap alone lost $649 mil-
lion in the third quarter, its 12th con-
secutive quarterly loss.

Losses at ResCap totaled $9.96
billion in 2008 and 2007.

The red ink stemming from mort-
gages offset earnings, before taxes,
of $395 million from continuing op-
erations at GMAC’s auto business.

Financing for new-car loans to-
taled $6.8 billion in the quarter,
down from $9.2 billion a year earlier.

Deposits at Ally Bank, the online
banking unit, increased to $28.8 bil-
lion, up from $17.6 billion a year ago.

Warren Buffett’s Berkshire
Hathaway Inc. has joined Goldman
Sachs Group Inc. in the investment
bank’s bid to buy $3 billion in tax
credits from U.S. government-
owned mortgage company Fannie
Mae, according to people familiar
with the matter.

The involvement of Mr. Buffett
adds a twist to what was already a
politically sensitive deal. The Trea-
sury Department is considering

blocking any potential sale on the
grounds that it wouldn’t benefit tax-
payers; the money Fannie Mae
would earn would be offset by the
fall in the government’s tax income.

Fannie Mae and Freddie Mac
were seized by the government last
year, and the Treasury Department
has invested close to $100 billion in
the housing-finance giants. Almost
all their business decisions are vet-
ted by government officials. What
would have been simple deal a cou-
ple of years ago is now fraught with
political calculations, such as the
perception of aiding a Wall Street
giant at a time of populist anger
against bankers.

The credits are virtually worth-
less to Fannie Mae and require the
company to take losses each quar-
ter as their value declines. Compa-
nies such as Berkshire Hathaway
and Goldman Sachs could use them

to offset federal tax expenses.
A Berkshire Hathaway spokes-

woman didn’t have an immediate
comment. Goldman Sachs and Fan-

nie Mae declined to comment. Trea-
sury officials say they are still re-
viewing the proposal.

Berkshire Hathaway could be an
appealing partner for Goldman.
While the bank’s reputation has
been tarnished by the financial cri-
sis, Mr. Buffett is widely respected
in Washington and on Wall Street.
Both Mr. Buffett and Goldman
could reap large returns from in-
vesting in these credits. One inves-
tor who has considered a similar
transaction said they promise annu-
alized returns of at least 30%.

Berkshire Hathaway has been
an investor in low-income-housing
tax credits in the past.

Demand for affordable-housing
tax credits, a key mechanism for in-
creasing the supply of below-mar-
ket-rate apartments, evaporated
when the economy went into reces-
sion and financial companies—the

traditional buyers of the credits—
could no longer use the credits be-
cause they were without profits
that needed shielding from taxes.

But as the economy has started
to rebound and some financial com-
panies are returning to profitabil-
ity, demand for the credits is start-
ing to pick up.

The tax-credit program was cre-
ated in 1986 and has been responsi-
ble for the construction of more
than a million below-market-rate
apartments. To receive credits,
which can be worth between 30%
and 60% of a project’s cost, housing
developers promise to keep rents af-
fordable to people who make less
than 60% of the area’s median in-
come. Most developers sell the
credits to large financial institu-
tions.
 —Jon Hilsenrath

contributed to this article.

GMAC struggles
as mortgage unit
takes more hits

*As of Oct. 8
Source: Ernst & Young

Credit crunch
The median price of a dollar of 
low-income-housing tax credit has 
fallen for the past two years.
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