
CLOSE TIES: Gordon Brown greets Hillary Clinton on Sunday, a day after the U.S. secretary of state and
Swiss Foreign Minister Micheline Calmy-Rey signed a diplomatic pact between Turkey and Armenia.

Breaking news at europe.WSJ.com

E U R O P E  E U R O P E  

Editorial&Opinion

By Dave Kansas

LONDON—Since confront-
ing fears of complete calam-
ity back in early March, stock
markets around the world
have recovered smartly.

While some indexes have
fallen back from recent peaks
and the sturdiness of the bull
run has come under intensify-
ing scrutiny, global investors
remain remarkably upbeat.
Many believe that stocks will
continue to rise and that Eu-
rope in particular may be the
region best positioned to ben-
efit from a rebound in share
prices over the next 12 to 24
months. Its economy is ex-
pected to slowly recover, cor-
porate earnings are projected
to rise, and monetary policy—
very low interest rates—will
remain favorable.

“We back global economic
recovery, a robust corporate-
profit recovery and improv-
ing demand for U.K. and Euro-
pean equities to drive 20-25%
returns” over the next year to
18 months, Citigroup analysts
said in a recent report.

The case for European
stock markets is fairly
straightforward. Even though
prices have risen sharply
since March, valuations
aren’t stretched. Average
price-to-earnings ratios in Eu-
rope, on a trailing 12-month
basis, are about 16, up from
seven back in March, accord-
ing to Citigroup. In the early

1990s, similar measures were
in the low 20s. On a price-to-
book ratio, stocks are trading
about 15% below their long-
term average, and dividend
yields compared to govern-
ment bond yields are histori-
cally still very attractive.

Also supporting European
stocks is a shifting climate in
earnings forecasts. They
stopped falling in the second
quarter and rose by 6%
through the third quarter.
Even with that increase, ana-
lysts at Citigroup Global Mar-
kets believe that a recovery
isn’t priced into stocks. An
HSBC analysis shows that
earnings forecasts for Eu-
rope, for a 25% increase in
2010, are slightly higher than
2010 forecasts for the U.S., for
growth of 23%.

Investors have begun put-
ting more cash into Europe.
According to Bank of Amer-
ica, while fund flows to Japan
and the U.S. remained nega-
tive on a net basis over the
past four weeks, meaning that
investors are taking more
money out than they are put-
ting in, flows into Europe ex-
ceeded outflows by $2.1 bil-
lion over the same period.

Major European markets
are up sharply from their
March lows, although still be-
low record levels. The U.K.’s
FTSE 100 has risen 46% from
its closing low in early March.
Germany’s DAX is up 55%

Please turn to page 35

Drug policy

Glaxo makes a big bet on
battling pandemics
News in Depth, pages 16-17

4 p.m. ET
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CLOSE CHG
DJIA 9864.94 +0.80
Nasdaq 2139.28 +0.72
DJ Stoxx 600 242.73 -0.29
FTSE 100 5161.87 +0.14
DAX 5711.88 -0.08
CAC 40 3799.61 -0.19

Euro $1.4755 -0.06
Nymex crude $71.77 +0.11

Stock bulls
make a case
for Europe

The dollar is likely to con-
tinue declining this week, re-
flecting the appetite for
non-U.S. assets and signs of
apparent official resignation
at the dollar’s slide.

Faith in an economic recov-
ery has reduced the dollar’s
haven appeal, while global in-
terest-rate dynamics have fos-
tered its use as a funding cur-
rency for riskier investments.

The lip-service paid to the
dollar’s decline in recent state-
ments by some international
monetary officials doesn’t
pose much of an obstacle to
the U.S. currency’s fall, either.
Moreover, if companies con-

tinue to report encouraging
results in the slew of corpo-
rate earnings reports on tap
this week, the euro and other
higher-yielding currencies
should gain ground.

Given the list of negatives,
currency strategists at Bar-
clays Capital said that “it is
surprising that the dollar is
not even weaker.”

Against this background,
analysts expect the euro to
trade between $1.47 and $1.50
this week, while the U.S. cur-
rency fluctuates between
87.50 yen and 91 yen.

Late Friday in New York,
the euro was at $1.4709 from
$1.4780 late Thursday. The
dollar was at 89.78 yen from
88.48 yen. The euro was at
132.06 yen from 130.77 yen.

Please turn to page 35

Dollar’s slide is set

to continue this week

Down on the dollar
Washington
is encouraging a run
on the greenback. Page 13
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What’s
News

‘Special relationship’ between U.K., U.S. celebrated

By Paul Evans, Robert
Flint, Jon Hilsenrath and

Mark Gongloff

europe.WSJ.com
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After Turkey and Armenia
signed a historic pact aimed
at opening their borders and
normalizing relations soured
by a dispute over genocide,
Turkey made it clear signifi-
cant hurdles remain to getting
the deal implemented. Page 3

n Lufthansa will unveil plans
to provide passengers with an
extensive array of cellphone
and Web services, in partner-
ship with Panasonic. Page 6

n Trade is starting to pick
up after a steep decline dur-
ing the financial crisis, in an-
other sign the global econ-
omy is recovering. Page 11

n The U.K. is expected to
announce plans to cut $25.4
billion from its debt by sell-
ing a portfolio of state-
owned assets. Page 25

n Turkey called off an inter-
national military drill because
it opposed Israel’s participa-
tion, Israeli officials said.

n Russians cast their votes
in local elections that the op-
position said were unfair.

n Zimbabwe said it froze
Nestlé’s local accounts and
ordered an audit after Nestlé
stopped buying milk from a
farm owned by Mugabe’s wife.

n Shell’s pension fund plans
to put hundreds of millions
of pounds in alternative in-
vestments, possibly including
hedge funds. Page 27

n Pfizer halted enrollment
of new patients in a lung-
cancer drug trial, citing an
association with a higher rate
of adverse events. Page 7

n Obama’s Peace Prize pro-
voked global surprise, delight
and scorn, with some of the
sharpest attacks coming from
U.S. Republicans. Pages 18-19

n The head of the U.N. mis-
sion in Afghanistan said
there was widespread fraud
during the election. Page 4

n An attack on Pakistan’s
military headquarters that
left 19 people dead is likely to
accelerate a military assault
on the area where the Pakistan
Taliban are based. Page 10

n Roman Polanski’s lawyers
met with U.S. officials to
make their case against ex-
traditing the fugitive film di-
rector from Switzerland.

n The pope canonized five
new saints, including Father
Damien, a 19th century priest
who worked with leprosy pa-
tients on a Hawaiian island.

More energy.
Fewer emissions.
With technology,
we can do both.
Learn how we’re addressing
the global energy challenge at
exxonmobil.com
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Normality, if it comes,
will be nasty for most U.S.
banks.

When U.S. financial
firms’ third-quarter earn-
ings roll in, the immediate
debate will be over which
lenders’ earnings will be
the first to return to nor-
mal.

Such chatter could lift
banking stocks, because
when bad-loan provisions
start falling, it will juice
profits for several quarters
to come. But, beyond any
initial euphoria, investors
need to realize how hard it
will then be for most banks
to post consistent loan and
revenue growth.

The main problem:
Household balance sheets
still look stretched.

Coming out of the
1990-91 recession, house-
hold liabilities were just un-
der 90% of disposable in-
come. There was enough
borrowing capacity among
individuals to drive solid
loan growth through the
1990s, leaving that ratio at

101% in 2000. The credit
bubble hoisted that metric
to a scary 138% in
2007—and left the banks
swamped with bad debt as
the recession hit. An adjust-
ment back to about 100%
might set the stage for a
prolonged upturn in lend-
ing. But the yardstick has
dropped only to 129%.

Banks now have two
choices: Repeat their re-
cent mistake of lending to
overburdened individuals.
Or battle with each other

to lend to a small amount
of credit-worthy custom-
ers.

Granted, banks don’t
lend just to individuals.
They also earn fees from
them. But new regulation
could crimp that source.

Many also lend to com-
panies. But regular corpo-
rate loans make up only
15% of bank lending, and
large corporations are cur-
rently bypassing the bank-
ing sector to raise huge
sums in bond markets. Com-

mercial real estate, another
big area for some banks
during the boom, will re-
main a drag for several
years.

Absent easy loan
growth, the banks will have
to possess one or more of
the following advantages.
First, they must be able to
sharply cut costs, which fa-
vors banks that have re-
cently done big mergers.
Second, banks will benefit
if they are deemed too big
to fail, and thus enjoy low
funding costs. Third, if capi-
tal markets remain buoy-
ant, lenders with top-tier
investment banks could out-
perform. Fourth, banks
with excess capital should
be able to boost per-share
earnings with buybacks.

Without those advan-
tages, the main tactic left
for banks is stealing mar-
ket share. That is never
easy—particularly when
the country’s biggest banks
now have an even stronger
grip on most areas of the
market.
 —Peter Eavis

More at WSJ.com/Heard

More pain ahead for U.K.
U.K. house prices are de-

fying gravity—again. At the
height of the financial crisis,
most forecasters expected
prices to fall at least 30%. In-
stead, they fell just 19% peak
to trough and are now ris-
ing, up 4.1% this year
through September, accord-
ing to mortgage lender Na-
tionwide. But this is likely to
prove a blip before reality
reasserts itself.

Disaster has so far been
averted because the feared
tidal wave of defaults and
home repossessions hasn’t
materialized. Interest-rate
cuts have reduced mortgage
payments as a share of in-
come. But unemployment was
at a 14-year high of 7.9% in
the three months ended in
July and is expected to con-
tinue to rise into 2010.

Longer term, the housing
market is set to be hobbled
by poor mortgage availabil-
ity. Secured credit to house-
holds fell in the third quar-
ter, mainly because of fund-
ing conditions for lenders, a
Bank of England survey
shows. Competition is forc-

ing banks to pay higher re-
tail deposit rates, and whole-
sale funding remains im-
paired without a functioning
securitization market.

Meanwhile, banks may
pass on the cost of stricter
capital and liquidity rules to
borrowers. Two-year fixed-
rate mortgages are 2.49 per-
centage points higher than
two-year swap rates for 75%
loan-to-value mortgages and
4.54 points higher for 90%
LTV mortgages, central bank
data show. The risk is that
these spreads will widen fur-
ther, just as the global inter-
est-rate cycle is turning.

Despite the market
slump, U.K. houses still look
expensive. The house
price-to-earnings ratio has
fallen to 4.5 from a peak of
5.8 but remains above the
long-run average of 4.0, ac-
cording to Halifax data.
Fitch Ratings still forecasts a
peak-to-trough fall of 30%.
That, combined with banks’
funding worries, will only
make mortgages harder to
come by.
 —Richard Barley

Iran looms as obstacle for America’s Cup
Team goes to court
to challenge venue
set in Persian Gulf

Banks’ coming battle for growth

Workers unload Alinghi 5 on Sept. 30, in Ras al-Khaimah, where the America’s Cup race is scheduled to be held. The Swiss
team said Alinghi 5 arrived after a 12-day cargo trip from the Italian port of Genoa.

By Chip Cummins

RAS AL-KHAIMAH, United Arab
Emirates—The two teams set to
sail in next year’s America’s Cup
have maneuvered over race rules
and boat designs. Now, there is a
new flashpoint: whether the Per-
sian Gulf locale is too close to Iran.

In August, Swiss pharmaceuti-
cals heir Ernesto Bertarelli’s sail-
ing team, Alinghi, the current Cup
defender, and its yacht club chose
this sleepy city-state as the venue
for the February showdown with
software tycoon Larry Ellison’s
BMW Oracle team. But the yacht
club behind Mr. Ellison’s team re-
cently asked a New York court to re-
ject the site because of, among
other things, security worries.

Ras al-Khaimah “presents grave
safety concerns for the team mem-
bers of an American challenger,
named ‘U.S.A.,’ that flies an Ameri-
can flag on a 61-meter mast, accord-
ing to an Oct. 1 court filing in New
York State Supreme Court by
Golden Gate Yacht Club. The emir-
ate is less than 160 kilometers from
the southern coast of Iran.

Alinghi says a previous court or-
der gives it the right as the cup
holder to choose any venue it
wants. And officials in the emirate
dismiss any danger. “The concerns
they have raised are baseless,” says
Khater Massaad, chief executive of
the Ras al-Khaimah Investment Au-
thority and adviser to the emirate’s
crown prince and de facto ruler.

The latest move comes amid a le-
gal battle between the teams. They
have fought in court over who
should be allowed to challenge Alin-
ghi, which won the cup in 2007.
And they have traded barbs about a
deal Alinghi struck with the Inter-
national Sailing Federation that
the BMW Oracle team contends
gives Alinghi too much control
over how the race will be offici-
ated.

The site of the race could be im-
portant for reasons unrelated to
Iran, which is in tense talks with
Western nations over its nuclear

program. The Persian Gulf, with
calm waters and light breezes,
could serve as a kind of equalizer,
neutralizing the power of the BMW
Oracle trimaran. In its legal filing,
San Francisco-based Golden Gate
argues Ras al-Khaimah should be
ditched for Valencia, Spain, where
the last race was held.

Grant Simmer, Alinghi’s design-
team coordinator, says Ras al-
Khaimah’s light winds are ideal for
the fast boats both Alinghi and
BMW Oracle have designed. Too
much wind could be dangerous, he
says.

“Frankly, that’s rubbish,” says
Tom Ehman, a BMW Oracle spokes-
man, adding: “They have purposely
designed a boat for very light wind
and flat waters.”

Alinghi’s links to the emirate
also factored into the team’s inter-
est in racing there, Mr. Simmer
said. A Swiss technical institute
that has helped Alinghi with boat
design is building a campus in the
emirate. Decision SA, one of Aling-
hi’s boat builders, has a joint ven-
ture with a unit of RAK Ceramics,
the emirate’s biggest state-owned
conglomerate.

Ras al-Khaimah officials hope to
meet with Mr. Ellison to change his
mind. Mr. Ehman says there have
been talks about meeting, but noth-
ing has been set.

Mr. Massaad says race boats
won’t get near Iranian waters, in-
cluding islands Iran and the U.A.E.
contest, less than 80 kilometers
away. Despite tension over Iran’s
nuclear ambitions, shipping—
some of it U.S.-flagged—hasn’t
been affected, he adds. Local offi-
cials note that neighboring Dubai
hosts regional headquarters for
Mr. Ellison’s Oracle Corp.

Alinghi 5, a 27-meter catama-
ran, arrived in the emirate Oct. 1.
“The only thing we are waiting for
is Oracle to confirm” it is coming,
Mr. Massaad says.

—Matthew Futterman
contributed to this article.

Financial Analysis and Commentary

Notes: Includes nonprofit organizations; 2009 figure is for the second quarter
Source: U.S. Federal Reserve

Still stretched
U.S. household liabilities as 
a percentage of disposable 
income, annual data
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who receive significant mention in today's Journal.
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Mixed mantra: shop more—and save more
What’s deemed good
for U.S. economy now
could be harmful later

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

Consumer spending, annualized, 
in trillions

…they are saving less.

Household savings as a percentage 
of total disposable income

9.5

10

$10.5

0

2

4

6%

2008 ’09 2008 ’09

By Mark Whitehouse

With the holiday-shopping sea-
son approaching, many retailers, in-
vestors and politicians are hoping
American consumers’ animal spirits
will return in force. They should be
careful what they wish for.

Americans have good reason to
be confused about what they should

be doing to help the
economy. On one
hand, the Obama
administration is
crafting policies de-

signed to make them save more and
be more responsible about their fi-
nances. On the other, the same gov-
ernment is offering them incentives
to spend, such as tax rebates and the
“cash for clunkers” program.

To a large extent, the mixed sig-
nals reflect a conflict between the
stimulus the economy needs now
and what’s good for it in the longer
term. As Mark Iwry, a senior adviser
to U.S. Treasury Secretary Timothy
Geithner puts it: “If you suffer a heart
attack, your doctor’s advice will prob-
ably include getting lots of regular ex-
ercise in the future—but first you’ve
got to get back on your feet.”

In recent months, Americans
have been recovering pretty well. In

August, consumer spending logged
its biggest one-month jump in
nearly eight years, and last week
many retailers reported better-than-
expected sales for September. That
helps bolster optimism among busi-
nesses, and it also benefits China,
Germany and other major export-
ers, for which U.S. consumers are a
crucial source of demand.

But there’s a rub: Unless a resur-
gence in jobs or wages boosts peo-
ple’s income, any sustained rebound
in spending will require them to cut
back on savings at a time when
they’re still struggling with a mas-
sive debt burden. That, in turn,
could revive the profligate pattern
of U.S. borrowing from abroad that
helped get the world in such trouble
in the first place.

Economists have long fretted
about the dangers inherent in the
large gap between what the U.S.
spends and what it earns. Known as
the current-account deficit, the gap
requires the U.S. to make ends meet
by borrowing large amounts of
money from abroad, typically from
big exporters such as China. The
flow of money encourages bubbles
in financial markets, while the ris-
ing debts put downward pressure
on the dollar.

U.S. policy makers recognize the
need to close the gap. The adminis-
tration of President Barack Obama
has proposed expanding a tax credit
for low-income savers, as well as a re-
quirement that employers who don’t
offer 401(k) or similar programs au-

tomatically put a share of their work-
ers’ paychecks into individual retire-
ment accounts. The Group of 20 de-
veloped nations has called for poli-
cies that would stimulate consumer
spending in places such as China,
while encouraging more saving in
big consumers like the U.S.

So far, though, nothing has been
implemented. As a result, if U.S. con-
sumers return to their borrow-and-
spend ways, they could easily re-
verse a trend that has seen the imbal-
ances shrink in recent months. That
would be particularly dangerous
now, as the U.S. government’s vast
budget deficit is already adding to
jitters about the dollar.

“We are more vulnerable, which
of course means the world is more
vulnerable, too,” says Catherine
Mann, a professor at Brandeis Uni-
versity’s International Business
School who specializes in interna-
tional trade and finance. A devalua-
tion of the U.S. currency, for exam-
ple, would not only hit the massive
dollar-denominated investments of
China and other exporters but make
their products less competitive in
their most important export market.

The recent evidence on the di-
rection of U.S. household saving
and the current-account deficit is
mixed. After peaking at 5.9% of dis-
posable income in May, the U.S.
household-savings rate fell to 3%
in August—well above the 0.8%

low hit in April 2008 but not
enough to make a big dent in house-
hold debt, which stood at about
125% of disposable income as of
June. The U.S. current-account def-
icit shrank to 2.8% of gross domes-
tic product in the second quarter
from a peak of 6.5% in late 2005.
But in a sign that it could be ex-
panding again, the U.S. trade defi-
cit was widening in the third quar-
ter, the latest data suggest.

Some economists believe Ameri-
can consumers will be able to save
and spend at the same time, buoyed

by a new wave of hiring as compa-
nies gear up for a recovery. Stephen
Stanley, chief U.S. economist at
Royal Bank of Scotland, estimates
that American consumer spending
will grow an inflation-adjusted 3%
in 2010, while the savings rate will
rise as high as 6% and unemploy-
ment will fall to about 9%, from 9.8%
as of September.

If, however, hiring proves as
slow as it has been in the two previ-
ous U.S. recoveries, there will be lit-
tle income growth to support con-
sumer spending. Many economists
see a bleak job outlook, together
with tight credit, as reason to be-
lieve the recent rise in spending will
prove short-lived. In one sign that
borrowing isn’t getting any easier,
the Federal Reserve reported last
week that U.S. consumers’ outstand-
ing credit dropped for the seventh
straight month in August.

In many ways, a period of mea-
ger growth as people hunker down
and put their finances back into or-
der would be the best possible out-
come—particularly if businesses
use the savings to make the kinds of
investments that would boost their
productivity and make the economy
stronger in the future. Putting off
the pain will only make it worse.

INDEX TO BUSINESSES

BEIJING—Chinese Premier Wen
Jiabao on Saturday called on the U.S.
and North Korea to engage in “seri-
ous, constructive dialogue” to pave
theway forresumingmultination ne-
gotiations aimed at ending Pyong-
yang’s nuclear-weapons program.

Mr. Wen, who met last week
with North Korean leader Kim
Jong Il during a visit to Pyong-
yang, said the U.S., China and
other nations should move quickly
to take advantage of what he said
was Pyongyang’s newly expressed
openness to both bilateral and mul-
tilateral talks.

“The opportunities may be fleet-
ing and could vanish in the blink of
an eye,” Mr. Wen said, after a three-
way summit with Japanese Prime
Minister Yukio Hatoyama and South
Korean President Lee Myung-bak.

The threeleaders, whomet Satur-
day morning in Beijing’s Great Hall
ofthePeople,calledina jointcommu-
nique for an “early resumption” of
six-nation talks that have sought to

induce North Korea to disarm in ex-
change for economic assistance.

During the summit, Mr. Wen
briefed Messrs. Hatoyama and Lee
on the details of his discussions with
Mr. Kim, which he said totaled about
10 hours. Mr. Wen said North Korea
wants to improve its relations not
only with the U.S., but also with Ja-
pan and South Korea.

Mr.KimsaidNorthKoreacouldre-
verse its earlier refusal to return to
the six-party talks—which include
Russia in addition to the U.S., North
Korea, China, Japan and South Ko-
rea—if progress is made in two-way
negotiations with Washington, ac-
cording to North Korean state media.

TheU.S.hasn’tpublicly responded
to the overture. But Mr. Hatoyama
said, in answer to a reporter’s ques-
tion Saturday, there could be talks be-
tween Washington and Pyongyang
“in the not-too-distant future.”

South Korea President Lee said
the three leaders should “coordinate
andcooperate”to bring aboutchange
in North Korea. He said the goal isn’t
just to bring Pyongyang back to the
bargaining table, but to rid the coun-
try of its nuclear-weapons program.

LEADING THE NEWS

INDEX TO PEOPLE

Hu Jintao is China’s president.
An Economy & Politics article in
the Friday-Sunday edition on Japa-
nese Prime Minister Yukio Hatoya-
ma’s planned visit to Beijing Satur-
day incorrectly called him China’s
prime minister.

The edition of Microsoft’s Win-
dows 7 operating system aimed at
business users is called Windows 7

Professional. The Personal Tech-
nology column Thursday incor-
rectly said it was named Business.

The review of Alexander Mc-
Queen’s runway show was written
by Christina Passariello. An item
that ran in the Heard on the Run-
way roundup of Paris’s fashion
week Thursday incorrectly said it
was written by Christina Binkley.

China urges talks with North Korea

By Terence Poon, J.R. Wu
and Gordon Fairclough
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from its early March low. In the U.S.,
the Dow Jones Industrial Average
hit a new high for the year Friday, up
51% from its March 9 low.

Sorting through the global mar-
ketplace has become an increas-
ingly important part of individual
investing strategy in the past sev-

eral years. Finan-
cial advisers have
pushed U.S. inves-
tors to increase
their overseas ex-

posure, citing two factors: a rising
Asia, led by China, and a weakening
dollar.

Asia will certainly continue to
rise, but the pace of its economic re-
covery is likely to complicate the in-
vestment picture there in the near
term. Already, Australia has
started raising interest rates, and
others may soon follow suit as
growth takes hold in the region.
The rising rate environment in the
region could curb stock-market
gains, analysts say.

Meantime, Europe is expected
to recover, albeit more slowly than
Asia and perhaps even more slowly
than the U.S. That means interest-

rate headwinds will likely remain
less of an issue than in Asia, making
the region relatively attractive.

One thing that is unlikely to
change is the faltering dollar. A fall-
ing dollar makes gains in overseas
markets for U.S. investors even
more attractive when they are repa-
triated to the U.S., providing inves-
tors with a “dollar kicker.”

With U.S. interest rates ex-

pected to remain low and the U.S.
fiscal situation still ragged, the dol-
lar is likely to remain weak, keep-
ing the dollar kicker very much
alive.

The upbeat outlook for Europe
carries some risks, however. The
banking system remains fragile,
economic activity is exceedingly un-
even in many places, and several
countries, especially the U.K., face

challenging fiscal situations.
The biggest risk facing Euro-

pean stocks—similar to concerns
in the U.S.—is the financial system
itself. Just last week, a failed
Latvian bond auction rattled mar-
kets in Europe. And the dollar’s re-
cent decline prompted a surprising
round of currency market interven-
tions and sent gold, an investment
loved most in times of darkness,
soaring to record levels.

In Europe, the U.K. is considered
particularly vulnerable, which is
one reason investors are focused
more on other countries. The gov-
ernment controls Royal Bank of
Scotland Group PLC and has a big
stake in Lloyds Banking Group PLC.

The fiscal situation is dire and
the economy (as well as the govern-
ment) has depended heavily on the
financial sector for many years.
With the financial sector chas-
tened, smaller and facing a more
modest future, government coffers
will suffer along with overall
growth prospects.

Outside of the U.K., critics, es-
pecially U.S. policy makers, are
concerned that Europe’s banks
are undercapitalized. European

regulators, however, are more san-
guine. Recent stress tests of the
22 biggest European Union banks
indicated these banks could han-
dle another downturn in the econ-
omy.

One key element of the bullish
thesis for the European stock mar-
ket is a continued rebound in eco-
nomic growth. As in the U.S., stock-
market gains have derived from the
belief that things are “not getting
any worse.” Now, investors want ev-
idence of things getting better.

The transition from “not so
bad” to “hey, that’s good” is prov-
ing problematic. Industrial-produc-
tion data in the U.K. recently came
in worse than expected, and similar
measures in France and Germany
have also looked weak.

Carl Weinberg, chief econo-
mist at High Frequency Econom-
ics, is concerned investors have
become far too optimistic about a
rebound in European growth. In-
stead, he is concerned about ris-
ing deflationary pressures. “In a
deflation or low inflation environ-
ment, bond yields should tumble
as stock prices fall—watch out!”
he wrote.

Continued from first page

Bulls make a case for European shares

Dollar appears poised to continue its slide this week

Physicist is arrested in France on suspicion of terrorist ties
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ABREAST OF
THE MARKET

The pound was at $1.5846 from
$1.6073, and the dollar was at 1.0326
Swiss francs from 1.0269 francs.

The dollar got a respite Friday, ris-
ing against the euro and yen as inves-
tors took profits and adjusted posi-
tions ahead of the long weekend due
to holidayson Monday in the U.S., Can-
ada and Japan. Also contributing to
Friday’s rebound were comments by
U.S. Federal Reserve Chairman Ben
Bernanke late Thursday about the
need to eventually tighten U.S. mone-
tary policy once the economy shows
signsof sustained improvement. How-
ever, the rally isn’t expected to last.

“We still have trouble finding U.S.
dollar positives in this market,” Bar-
clays strategists said, adding that
they “expect broad dollar weakness”
in the coming week as the Fed’s dov-
ish policy stance contrasts with a
small but growing list of central
banks where interest-rate increases
are real possibilities.

Last week, Australia became the
first major central bank to raise its
key policy rate since the world be-
came enveloped in the financial crisis.

The prospect of U.S. rates remain-
inglowforawhilelongerisoneimpor-
tantelement,alongwithrisingriskap-
petites, in the dollar’s use as a funding
currency, whereby investors borrow
dollarsonthecheapandusethemtofi-
nance bets in riskier currencies and
other assets.

These trends brought the dollar to
the brink of some significant levels
against theeuro,yen and other curren-
cies. Moving beyond these levels in
the near term would likely add fur-
ther impetus to the dollar’s down-

trend, according to most currency
watchers.

The shedding of dollars in favor of
higher-yielding or more-growth-sen-
sitive currencies has also brought the
dollar closer to some key levels
against the Canadian and Australian
currencies.

Last week, these commodity-
linked currencies soared to year-plus
highs against the dollar, aided not
only by Australia’s rate increase, but
by strong employment reports in
both countries.

Now, the prospect of parity be-
tween the Canadian and U.S. dollars is
seen as beginning to exert an attrac-
tion for the Canadian currency.

In Asia, meanwhile, traders last
week said central banks in South Ko-
rea, Taiwan, the Philippines, Thai-
land,Indonesiaand Hong Konginter-
vened to slow the dollar’s fall against
their currencies. Asian officials fear
that the dollar’s drop could crimp
their export-driven economies.

In Europe, where the strength of
the euro is clouding prospects for ex-
port growth, the president of the Eu-
ropean Central Bank, Jean-Claude
Trichet, said Thursday that the
stated U.S. “ ‘strong-dollar policy’ is
extremely important in the present
circumstances.”

There are, as yet, no hints the
weakening dollar is ringing alarm
bells in Washington—and that is un-
likely to change unless the decline
turns into a confidence-shattering
crash, a possibility that some ana-
lysts have been predicting for years.

For now, a weaker dollar tends to
help U.S. exports by making them
cheaper abroad, a welcome develop-

ment at a moment of domestic eco-
nomic weakness. Cheaper U.S.
goods overseas could help achieve
the long-sought “rebalancing” of
the global economy, where the U.S.
exports more, and others, including
China, import more. The rebalanc-
ing “is a healthy, necessary transi-
tion,” U.S. Treasury Secretary Timo-
thy Geithner said last month.

While the statement appears to
contradict the Obama administra-
tion’s official position of favoring a
strong dollar, President Barack
Obama and other administration of-
ficials have said the U.S. needs to be-
come less dependent on domestic
consumption. Although they won’t
say this means a weaker dollar,
many traders and economists take it
is an implicit condition for achiev-
ing this rebalancing, and it is one rea-
son why few take the strong-dollar
talk at face value.

Despite the dollar’s plunge, stock
prices have held up. Indeed, given
that 40% of pretax profits of compa-
nies in the Standard & Poor’s
500-stock index come from abroad,
according to BofA Merrill Lynch Glo-
bal Research estimates, a weaker
dollar can fuel a rise in U.S. stocks.

At the same time, interest rates
that the U.S. Treasury has to pay on
its borrowing have stayed down. As
long as that is the case—and the dol-
lar’s decline is gradual—Obama ad-
ministration officials are likely to
stay on the sidelines while they stick
to a “strong dollar” mantra. The dol-
lar was left out of the communiqué
issued by the Group of Seven fi-
nance ministers after their meeting
in Istanbul.

A weakening dollar would worry
Federal Reserve officials if it ap-
pears to be raising market and con-
sumer expectations of higher infla-
tion. So far, such expectations don’t
appear to be widespread, though
gold prices, sometimes seen as an in-
flation harbinger, hit a record last
week. Gold, which reached an ex-
change record of $1,055.40 an ounce
on Thursday for October futures,
rose 4.4% on the week despite Fri-
day’s 0.7% decline to $1047.80.

Still,somearguea weakeningcur-
rency could destabilize the financial
system. “With the exploding federal
debt, the enlarged Fed balance sheet,
and proposals by [some] countries to
look for dollar substitutes, a policy of
benign neglect is particularly risky
now and could lead to more instabili-
ties,” said John Taylor, a Stanford
economist and prominent critic of
U.S. financial-rescue policies.

Thedailyupsanddownsofthedol-
lar,apreoccupationoftraders,aredis-
missed by some policy makers.

“Foreign-exchange markets are
manic-depressive mechanisms just
like every other market I’ve ever op-
erated in. You have to be careful not
to read too much into short-term
movements,” said Richard Fisher,
president of the Federal Reserve
Bank of Dallas. “If we get it right,
meaning if we get our economy back
up and we don’t do it with any risk to
price stability on the downside or
the upside, then I think the dollar
will be fine.”

In Washington, the recent weak-
ening is seen as a sign that markets
are normalizing. During the finan-
cial crisis, investors around the

world fled to the safety of U.S. Trea-
sury bonds, pushing the value of the
dollar up. Now, some are shedding
dollars to buy other assets.

In addition, some economies are
recovering faster than others. Aus-
tralia’s interest-rate increase last
Tuesday came as the economy re-
gains its vigor. The Australian dollar
has risen sharply since the central
bank’s move.

Higher interest rates tend to
boost a currency’s value by luring
global investments. With the Fed
holding short-term rates close to
zero, a move by another central
bank to boost rates will tend to lift
its currency against the dollar. Dur-
ing the crisis, the Fed flooded the
world with dollars to help get finan-
cial markets moving, a move that
largely drew applause. But the in-
crease in the supply of dollars, at
some point, will reduce its value,
particularly as the U.S. government
borrows more from abroad to fi-
nance its budget deficit.

If foreign investors lose faith in
the U.S. currency and slow their pur-
chases of U.S. government debt, in-
terest rates could rise and that
would hurt growth.

At times in the past, U.S. officials
have tweaked their rhetoric to sig-
nal concern about the currency’s
movements. Former Treasury Secre-
tary Robert Rubin repeated the man-
tra “a strong dollar is in the U.S. in-
terest” so often that traders
stopped listening. One day he added
“and we have had a strong dollar for
some time now,” to send a signal the
dollar was rising too much.

 —Don Curren in Toronto
contributed to this article.

Continued from first page
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More to come?
European stocks have bounced sharply higher from lows 
reached last March. Analysts expect the gains to continue, 
but headwinds have started to increase.
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By David Gauthier-Villars

PARIS—Police arrested a French
scientist suspected of having ties to
an al Qaeda-affiliated organization
and selecting potential targets for
attack in France, people familiar
with the situation said Friday.

The 32-year-old Algerian-born
physicist, who was working on a re-
search project with the European Or-
ganization for Nuclear Research was
arrested Thursday in the city of Vi-
enne, south of Lyon, these people said.

The Vienne prosecutor con-
firmed the arrests of the physicist

and his younger brother. He said the
two men were transferred to Paris
for questioning by antiterrorism in-
vestigators. The prosecutor didn’t
release names of the two men.

French antiterrorism investiga-
tors were watching the physicist be-
cause in recent years he allegedly

helped Islamic militants to travel il-
legally to Afghanistan, the people fa-
miliar with the situation said.

Investigators had recently
stepped up surveillance of the physi-
cist after collecting evidence that he
was in contact with members of al
Qaeda in Maghreb—an Algerian Is-

lamic group that pledged allegiance
to al Qaeda in 2007, these people said.

Investigators haven’t found evi-
dence suggesting that the physicist
was close to conducting a terrorist
act himself but worried that he
might provide assistance to al
Qaeda in Maghreb, they said.
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Turkey-Armenia accord
Pact faces hurdles
on both sides on way
to ratification votes

Just a day after Turkey and Arme-
nia signed a historic accord aimed at
opening their borders and normaliz-
ing relations soured for generations
by a dispute over genocide, Turkey
made it clear that significant hur-
dles remain to getting the deal im-
plemented.

Saturday’s long-awaited signing
in Switzerland almost didn’t happen
due to disagreements over what
each side would say at the ceremony.
U.S. Secretary of State Hillary Clin-
ton and Russia Foreign Minister Ser-
gei Lavrov intervened with dramatic
last-minute mediation. The signing
in Zurich went ahead three hours
late. Diplomats said the compromise
to get the accord approved was that
neither side made any statement.

But suspicions in Armenia were
strong Sunday that Turkey had
wanted to make clear a linkage be-
tween implementing the accord and
movement from Armenia to resolve
a territorial conflict with its neigh-
bor, Turkic-speaking Azerbaijan.

On Sunday, Turkey’s prime minis-
ter, Recep Tayyip Erdogan, con-
firmed the linkage, though he re-
mained vague on what Armenia
would have to do.

“We want all the borders to be
opened ... but as long as Armenia
has not withdrawn from Azerbaijani
territory that it is occupying, Tur-
key cannot have a positive attitude
on this subject,” Mr. Erdogan told
members of his ruling Justice and
Development party, according to
news agency reports.

Mr. Erdogan underlined that the
agreement still needs to be ratified
by the parliaments of Armenia and
Turkey to take effect. He said Turk-
ish ratification was more likely if it
became clear that Armenia and Azer-
baijan had begun “to look for a reso-
lution to their problems.”

Armenia has controlled Azeri ter-
ritory in and around Azerbaijan’s
mainly ethnic-Armenian enclave of
Nagorno-Karabakh since a war in
the early 1990s. Turkey closed its
border with Armenia in 1993, in pro-
test at what it viewed as an Arme-

nian occupation of Azeri territory.
Mr. Erdogan faces significant

pressure from Azerbaijan and at
home over the deal. “This issue is
very sensitive for Armenian society,
but on the Turkish side you have op-
position not just in society but in-
side the state apparatus,” said Alex-
ander Iskandaryan, a Yerevan-
based political analyst.

“Surrender to the Armenians,”
read the headline in Turkey’s nation-
alist Yeni Cag newspaper, though
pro-government dailies were more
supportive. The foreign ministry of
Azerbaijan said in a statement the
deal “casts a shadow over the spirit
of brotherly relations between Azer-
baijan and Turkey.”

David Babayan, an adviser to
Nagorno-Karabakh’s de facto presi-
dent, said people in the enclave
were worried Turkey would link the

accord to a deal on Karabakh that
could weaken the position of the Ar-
menian community there. “Offi-
cially there is no mention of Kara-
bakh in the protocols, but some peo-
ple think a covert deal has been
done,” he said in a telephone inter-
view from Stepanakert, the capital
of Nagorno-Karabakh.

Armenian President Serge Sarki-
sian reiterated in a televised address
to the nation before the protocols
were signed Saturday his position
that the Nagorno-Karabakh conflict
was unrelated to the Turkey accord.

Both sides stand to gain if the bor-
der opens. For Armenia, it could re-
duce the landlocked nation’s eco-
nomic isolation, and bring new
trade and trade routes. For that rea-
son, the border opening deal has con-
siderable popular support. For Tur-
key, it could remove an irritant in re-

lations with the U.S. and in its acces-
sion talks with the European Union.

But Saturday’s accord also is
highly sensitive in Armenia and
among the large Armenian diaspora,
because it would establish a joint his-
tory commission to look at the issue

of up to 1.5 million ethnic Armenians
massacred around 1915 in what was
then the Ottoman Empire.

The accord also would affirm the
current border between Turkey and
Armenia, one set in a 1921 treaty be-
tween Turkey and Russia.

LEADING THE NEWS

By Samantha Shields
in Yerevan, Armenia,

Nicholas Birch in Bursa, Turkey,
and Marc Champion in Brussels

The Turkey-Armenia accord
n Confirm the mutual recognition of
the existing border between the two
countries as defined by the relevant
treaties of international law.

n Agree to open the common bor-
der within two months after the en-
try into force of this protocol.

n Agree to conduct regular political
consultations between the Minis-
tries of Foreign Affairs of the two
countries.

n Implement a dialogue in the his-
torical dimension with the aim to
restore mutual confidence between
the two nations, including an impar-
tial scientific examination of the
historical records and archives to
define existing problems and formu-
late recommendations.
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Analysis calls into question results of HIV-vaccine trial

By Joann S. Lublin

Nancy McKinstry moved fast
when Wolters Kluwer NV promoted
her to chief executive from its head
of North America in 2003. Weeks af-
ter taking command of the global
publishing concern, she unveiled
plans to slash 1,600 jobs, or 8% of
the work force, in a restructuring.

As the first American and first
woman to run the nearly 200-year-
old Dutch company, Ms. KcKinstry is
a classic “inside outsider.” Harvard
business professor Joseph L. Bower
coined the term to describe CEOs
who rise internally but along nontra-
ditional paths, giving them both an
insider’s knowledge and an outsid-
er’s objectivity.

Mr. Bower cites former General
Electric Co. CEO Jack Welch as the
“prototypical inside outsider.” Mr.
Welch came from GE’s then-periph-
eral plastics business, stuttered,
had a Boston accent and “was a
chemical engineer in a company of
mechanical and electrical engi-
neers,” Mr. Bower wrote in his 2007
book “The CEO Within.”

At first, the formula worked for
Ms. McKinstry. She shifted more of
Wolters Kluwer’s specialty legal, ac-
counting and medical publications
online, helping revenue and profit
grow in 2005 for the first time in
three years. Some European staffers

considered her initial approach “too
harsh,” she says. But by May 2007,
the share price had doubled since
her promotion.

Then the recession hit, stalling
Wolters Kluwer’s recovery. Now, the
50-year-old former management
consultant must revive revenue
growth and begin grooming a glo-
bally savvy successor. She hopes to
do so partly by shifting some depu-
ties from their comfort zones, mim-
icking her journey.

It may prove a tough challenge,
according to Mr. Bower. He says in-
side outsiders tend to be more suc-
cessful early on than either outsid-
ers or traditional insiders. He ex-
pects to see more inside-outsider
CEOs, citing the 13 of Europe’s 300
largest companies by market capital-
ization that are run by Americans
who got promoted from within.

But Mr. Bower says inside outsid-
ers sometimes “have a problem
with a second or third act,” espe-
cially if they lose their outside per-
spective. He emphasizes that he
isn’t familiar with Wolters Kluwer
or Ms. McKinstry.

Ms. McKinstry says she under-
stands the risks. “I was able to use
my differences to make change,” she
says, but after six years as CEO, “I no
longer feel like an outsider.” In-
stead, she hopes to capitalize on
what she’s learned about running a

global enterprise, while
adapting to local cultures.

Ms. McKinstry faced
early resistance. Top
Dutch and Belgian man-
agers insisted that it would
take three to five years to
complete her restructur-
ing in Europe—longer than
the roughly two years she
thought necessary, and
which ultimately proved to
be the case.

Ms. McKinstry be-
lieves a male Dutch leader
would have faced “more
pressure to maintain the
status quo.” Besides cost
cuts, the restructuring in-
cluded slowing the pace
of acquisitions and invest-
ing Œ800 million, or about
$1.2 bilion, over three
years largely in the compa-
ny’s core tax, legal and
health-care publishing
sectors. She targeted electronic
products for slightly more than a
third of the extra spending.

Certain European executives
feared Ms. McKinstry wouldn’t con-
sult them on big decisions, says Do-
natella Treu, head of the Italian unit.
Others worried the CEO would hire
and promote only Americans for top
jobs. Today, 30 of the company’s
57-member senior team are U.S. citi-

zens, little changed from the 28
Americans among 56 top executives
when she took charge.

Ms. McKinstry says the experi-
ences taught her the importance of
collaborative decision-making.

Some analysts think she hasn’t
moved boldly enough. Sami Kassab
head of the media team at Exane
BNP Paribas in London, says Ms.
McKinstry “has to be accountable”

for failing to shed Wolters
Kluwer’s long-underper-
forming health unit. Ms.
McKinstry replies that
the unit “showed signifi-
cant progress” during this
year’s first half.

The CEO ran into resis-
tance late last year when
she asked the heads of
Wolters Kluwer’s Spanish
and Italian units to take re-
sponsibility for France
and Russia plus Eastern
Europe, respectively. Ms.
McKinstry wanted the ex-
ecutives to broaden their
cross-cultural perspec-
tives and shift promising
products and practices
faster across borders.

Several European offi-
cials warned Ms. McK-
instry, “You can’t have a
Spaniard running France,”
she says. “We are a global

business,” she replied. “We will over-
come these cultural differences.”

Salvador Fernandez, the Spanish
leader, says he overcame French col-
leagues’ concerns by often working
there three days a week, and improv-
ing their operations. He imported a
content-management system for
publishing information that worked
well in Spain and is speeding prod-
uct development in France.

‘Inside outsider’ capitalizes on differences
Wolters Kluwer CEO seeks revenue growth despite recession by pushing managers beyond their comfort zones
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By Gautam Naik

And Mark Schoofs

Researchers from the U.S. Army
and Thailand announced last
month they had found the first vac-
cine that provided some protection
against HIV. But a second analysis
of the $105 million study, not dis-
closed publicly, suggests the re-
sults may have been a fluke, accord-
ing to AIDS scientists who have
seen it.

The second analysis, which is
considered a vital component of
any vaccine study, shows that the
results weren’t statistically signifi-
cant, these scientists said. In other
words, it indicates that the results
could have been due to chance and
that the vaccine may not be effec-
tive.

The additional data were avail-
able to the researchers on Sept. 24
when they announced the trial re-
sults, but they chose not to disclose
them, said Jerome Kim, a scientist
with the U.S. Army who was in-
volved in the study. News of the sec-
ond analysis was first reported on
the Web site of Science magazine,
but the story didn’t provide spe-
cific data. Full details of the trial
are to be aired at an AIDS meeting
in Paris that starts Oct. 19.

The incomplete disclosure
raises the question of whether the
Army, the Thai government and the
U.S. National Institutes of Health—
which helped fund the study—
rushed to give a positive spin to
what may turn out to be another in-
conclusive AIDS-vaccine effort.

“We thought very hard about
how to provide the clearest, most
honest message,” Dr. Kim said. “We
stand by the fact that this is a vac-
cine with a modest protective ef-

fect.” He called the trial results
“complex.”

Anthony Fauci, director of the
National Institute of Allergy and In-
fectious Diseases, the part of the
NIH that oversees AIDS research,
declined to comment.

The study was criticized as
pointless by some AIDS scientists
when it was launched three years
ago because it combined a failed
vaccine with one widely thought to
have little chance of success. It was
the largest HIV vaccine trial ever
conducted, with more than 16,000

participants in Thailand.
Some AIDS researchers and ac-

tivists who have learned of the addi-
tional data still think the vaccine
shows promise and should be inves-
tigated further. But they worry that
not disclosing the study transpar-
ently will cause people to conclude
the vaccine trial was a failure and
undermine support for more re-
search.

“I would have preferred to have
seen both results straight up. It
might spring back on them, and

that would be unfortunate,” said
Mitchell Warren, executive direc-
tor of the AIDS Vaccine Advocacy
Coalition in New York.

About 33 million people were liv-
ing with HIV world-wide in 2007, ac-
cording to the latest United Nations
statistics. About two million people
died from AIDS that year. There
have been more than 100 HIV vac-
cine trials since 1987. None had suc-
ceeded until the latest Thai trial.

The results announced last
month were based on a “modified
intent to treat analysis,” which in-

cludes virtually everyone who en-
rolled in the study, regardless of
whether they ended up getting the
full course of the vaccine. It is a
good stand-in for the real world,
where people don’t always follow
instructions properly. By this mea-
sure, the vaccine tested in Thailand
reduced by 31% the chance of infec-
tion with HIV, the AIDS-causing im-
munodeficiency virus.

But the result was derived from
a small number of actual HIV cases:
New infections occurred in 51 of the

8,197 people who got the vaccine,
compared with 74 of the 8,198 vol-
unteers who got placebo shots. Sta-
tistical calculations showed there
was a 3.9% probability that chance
accounted for the difference. In
drug and vaccine trials, anything
above a 5% probability of a chance
result is deemed statistically insig-
nificant.

The second analysis is called
“per protocol” and adheres strictly
to how the trial was designed by in-
cluding only the study participants
who got the full regimen of vaccine

shots at the right time. Because it
excludes study participants who
didn’t get the full vaccine regimen,
it usually provides corroboration
to the looser “intent to treat” find-
ings.

Two AIDS scientists, who have
seen the “per protocol” analysis,
said it indicates there is a 16%
chance the study results were a
fluke—a far greater probability
than is considered statistically ac-
ceptable. This analysis included 86
people who received either the vac-

cine or a placebo and were infected.
The “per protocol” analysis also
showed that the supposed effective-
ness was lower, at 26.2%. Dr. Kim, of
the U.S. Army, declined to comment
on the data. It isn’t clear why the
vaccine was seemingly ineffective
among participants who followed
the guidelines to the letter.

When drug or vaccine trials re-
sults are disclosed, it is common for
investigators to simultaneously
provide “per protocol” and “intent
to treat” data. For example, when
Merck & Co. announced the details
of its failed HIV vaccine trial in
2007, the Whitehouse Station, N.J.,
company provided both sets of sta-
tistics at the same time.

In September, the AIDS Vaccine
Advocacy Coalition published a re-
port in anticipation of the Thai re-
sults that noted: “The safest route
is to report both PP [per protocol]
and ITT [intent to treat] and to ana-
lyze the difference.”

In January 2004, a group of 22
scientists in article in the journal Sci-
ence noted that one component of
the Thai vaccine, a primer dose
made by Sanofi Pasteur, a division of
Sanofi-Aventis SA of France, was
poor at triggering an immune re-
sponse. They also pointed out that
trials of the second component of
the Thai vaccine, a booster compo-
nent now licensed to Global Solu-
tions for Infectious Diseases, of
South San Francisco, Calif., had
been proved “to be completely inca-
pable of preventing or ameliorating
HIV-1 infection.”

They added: “One price for repet-
itive failure could be crucial erosion
by the public and politicians in our
capability of developing an effective
AIDS vaccine collectively.”

MARKETPLACE

A matter of protocol | Results from three analyses of the HIV vaccine

Note: Probability of results being due to chance are based on P values; a P value of 0.16 means a 16% chance the result is due to chance.
Source: WSJ reporting

Close to Per Protocol 
Includes subjects who didn't 
follow some guidelines
Data not yet released
96
30.9%

7.6%
Statistically insignificant

Protocol level

Status
Infections
Efficacy
Probabilty that
the result is 
due to chance
Result is…

Per Protocol analysis
Only subjects who strictly 
adhered to trial design
Data not yet released
86
26.2%

16% 
Statistically insignificant

Modified Intent to Treat
Most enrollees, including 
noncompliant subjects
Announced Sept. 24
125
31.2%

3.9%
Statistically significant

Nancy McKinstry was the first woman to serve as Wolters
Kluwer’s CEO. She is pictured here in November 2007.
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U.N. head of Afghan mission claims ‘widespread’ vote fraud

Opposition grows to Iraq poll plan
Lawmakers to decide on ‘closed list’ ballot showing candidates’ affiliations, not names
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By Alistair MacDonald

In the latest fallout from last
spring’s scandal involving Parlia-
mentary expense claims, members
of Parliament on Monday will be no-
tified of the results of a provisional
audit into their expense spending.

MPs could be told they may have
to repay some of the cash that they
claimed, or told to provide further
details justifying the expenses, such
as receipts and information about
claims.

British politicians last spring
were hit by a series of explosive reve-
lations in which they were found to
have sought reimbursement for a
wide range of questionable expenses.
The embarrassing claims ranged
from the trivial, such as cat food and a
toilet seat, to bigger reimbursements
that appeared to break existing ex-
penserules or laws; in some, for exam-
ple, members claimed payment for
mortgages that no longer existed.

The revelations led to the early
end of more than a dozen parliamen-
tary careers. About 175 MPs have al-
ready repaid expenses totaling
nearly £300,000 ($475,000).

In the wake of the scandal, Prime
Minister Gordon Brown and the
Houses of Parliament announced a se-
ries of reforms, including hiring
former civil servant Sir Thomas Legg
to complete an audit on expenses.
The preliminary results of that audit
will be sent in individual, internal let-
ters to each MP on Monday morning,
giving them three weeks to respond.

Sir Thomas is also looking at set-
ting new guidelines. If MPs are
found in retrospect to have broken
such rules, they could be forced to
pay back some money.

According to the British Broad-
casting Corp., Mr. Brown will be
asked to pay back some money for
some of his claims. A spokesman for
Mr. Brown said he hasn’t seen his let-
ter. “He is supportive of the review
and of reform of the discredited ex-
penses system,” he said.

Women protested in Baghdad on Saturday, calling for an election ballot that lists individual names and for improved services.

LEADING THE NEWS

By Anand Gopal

KABUL—The head of the United
Nations mission in Afghanistan,
who has faced sharp criticism from
his former deputy for not moving ag-
gressively to expose vote-rigging in
the August presidential elections,
said Sunday there was “widespread
fraud” during the poll.

“The elections have been
marred by so many problems,”
said Kai Eide, the U.N. secretary-
general’s special representative
for Afghanistan.

Mr. Eide appeared before report-
ers in part to damp a controversy
that has dogged him in the weeks
since his former deputy, American
diplomat Peter Galbraith, was dis-
missed after the two clashed over
how to handle the accusations of
fraud in the Aug. 20 vote.

Mr. Galbraith subsequently
charged that Mr.Eide had avoided re-
leasing what the U.N. knew about the
fraud because he feared further de-
stabilizing Afghanistan’s weak gov-
ernment, a charge Mr. Eide denies.

Mr.EideonSundaybecamethelat-
est international figure to acknowl-
edge what local and foreign observers
and Afghanistan’s opposition have
said since the vote—that ballots were

stuffed and fake votes were recorded.
Mr. Eide didn’t specify the extent of
the fraud or whether it was on a scale
large enough to potentially affect the
outcome of the vote, adding that he
was awaiting the results of a recount,
which are expected this week.

Much of the disagreement be-
tween Messrs. Eide and Galbraith
stemmed from the U.N.’s inade-
quately defined mission in Afghani-
stan. U.N. officials have said repeat-
edly that the U.N. wasn’t monitoring
the election, as it has in other places
around the world, but simply support-
ing Afghan election authorities.

Mr.EidewascarefulonSundaynot
to cast blame on any of the electoral
candidates.“Itistruethatinanumber
ofpollingstationsinthe southandthe
southeastthere wassignificantfraud,
but not only there,” he said.

The south and east are the heart-
land of President Hamid Karzai’s
Pashtun ethnic group, Afghani-
stan’s largest, and where much of
the ballot stuffing on his behalf is
alleged to have taken place.

The president’s chief rival,
former Foreign Minister Abdullah
Abdullah, drew much of his support
in the ethnic Tajik areas of the north,
where his mother came from. Fraud
is also alleged to have taken place

there, although not on as large a
scale as in the south and east.

Both candidates deny their cam-
paign had any direct role in the
fraud, although they do acknowl-
edge some irregularities took place.

Accordingtopreliminaryresultsre-
leasedlastmonth,Mr.Karzaigarnered
54% of the vote, enough to avoid a run-
offagainstDr.Abdullah.Butthetallyis
subject to a recount of suspicious bal-
lots,whichamountstonearly12%ofall
votescast.Ifenoughvotesaredisquali-
fied to pushMr.Karzai’svote shareun-
der 50%, a runoff will take place be-
tween him and Dr. Abdullah.

Anindependent,U.N.-backedcom-
mission, called the Afghan Electoral
Complaints Commission, is oversee-
ing the recount; Mr. Eide appointed
three of the five commissioners.

The U.N.’s specific mandate in Af-
ghanistan was at the heart of the Gal-
braith-Eide dispute. U.N. officials
have said it was against the rules of
the U.N. mandate to share any infor-
mation about electoral fraud with the
ECC, something Mr. Galbraith argued
the U.N. should in fact have done.

Having first denied that he had
done so, Mr. Eide on Sunday admitted
he had turned over some evidence of
fraud to the ECC. He withheld evi-
dence he couldn’t verify, he said.

Mr. Eide appeared Sunday along-
side the U.S., French and British am-
bassadors. His comments came
amid mounting concern that the
fraud allegations could undermine
the legitimacy of the Afghan gov-
ernment and its Western backers,
who helped to organize the vote. A
government seen as illegitimate
could make the fight against the Tal-
iban practically unwinnable, say Af-
ghan and Western officials.

Mr.Eide,59yearsoldandanunder-
stated Norwegian career diplomat, is
an unlikely character to be at the cen-
ter of controversy. He has lived his
workinglife behindthe scenes in some
oftheworld’smostrecognizedbureau-
cracies, serving in key posts at the
North Atlantic Treaty Organization
and the U.N. in the Balkans. He also
served on the Mitchell Commission,
whichanalyzedthecausesofthePales-
tinian uprising in 1999. He started his
political career as an activist for the
Norwegian Conservative Party.

In the spring of 2008, Mr. Eide was
tapped to run the U.N. mission here,
anoperationinvolvingdozensofagen-
cies and thousands of employees.

One of his main initiatives upon as-
suming his new position was to coor-
dinate international efforts in aid and
reconstruction. He worked more

closely with the Afghan government
than previous envoys, winning praise
from some Afghan officials. “He
works very hard to put the Afghan
government at the center of every-
thing,” said Moyin Mrastial, a law-
maker and adviser to Mr. Karzai.

But Mr. Eide’s outspoken disap-
proval of the international military
raids that kill civilians angered many
in Washington and the U.S. military.
The most serious criticisms emerged
in the run-up and aftermath of this
year’s presidential elections, where
he was accused of covering up fraud
and other problems in the electoral
process. For instance, one current
and two former U.N. officials accuse
Mr. Eide of censoring a U.N. report in
order to remove information that
was unfavorable to the country’s Inde-
pendent Elections Commission,
which conducted the polls. Mr. Eide
declined to comment for this article.

Mr. Eide conceded Sunday that al-
legations of the U.N.’s role in the elec-
toral fraud may have hurt the organi-
zation’s credibility. “We have suf-
fered from [the allegations],” Mr.
Eide said. “It has affected the election
process and contributed to heighten-
ing the temperature.”

 —Joe Lauria in New York
contributed to this article.

U.K. legislators
to get results
of expense probe

By Gina Chon

BAGHDAD—Iraqi legislators
face a Thursday deadline to approve
an election law for January’s parlia-
mentary polls, while opposition
grows against plans for a so-called
closed-list ballot.

The election, slated for Jan. 16, is
being closely watched by the U.S. as a
barometer of the country’s stability
amid a drawdown of American forces.
Overall security has improved, but
high-profile attacks continue.

Underscoring how fragile secu-
rity is, three explosions rocked Ra-
madi, in western Anbar province, on
Sunday, killing at least 19 people and
wounding dozens of others, accord-
ing to a Ministry of Interior official.

Despite the recent attacks, U.S. of-
ficials have said a smooth election in
January could trigger an accelerated
withdrawal. Key to getting the elec-
tion right is passing an election law.

Lawmakers have been wrangling
for weeks on passing legislation to
establish rules about how the race
will be run and what the ballot will
look like. Issues over how voting
will be held in the contested north-
ern oil city of Kirkuk—claimed by
Kurds, Arabs and Turkomen—have
held up the legislation.

A new, potential hang-up is grow-
ing opposition—including from the
country’s most revered religious fig-
ure—to plans to run the election
based on closed lists. Essentially,
that means the names of parties, coa-
litions and electoral lists will appear
on the ballot, but not the names of
the candidates themselves. After
the elections, victorious parties will
nominate individual politicians to
occupy the seats they win.

The system strengthens the
hand of well-organized political
groups at the expense of individual
politicians. Critics say the system
helped sow sectarian tensions that
nearly plunged the country into civil
war following the last parliamen-

tary vote, which adopted a closed-
list system.

Under intense international pres-
sure to hold its 2005 vote on time,
Iraq’s government at the time opted
for the closed system because of its
simplicity. It also kept individual
candidates from becoming targets
of violence.

Last January, Iraq allowed for an
open-list race during provincial
elections across the country. But
parliamentarians last week ap-
peared to be leaning toward keep-
ing the closed format for the parlia-
mentary vote next year. In a private
meeting for political-bloc leaders
in parliament on Oct. 4, party
bosses agreed to adopt a closed-list

provision in the current elections-
law draft, according to people famil-
iar with the matter.

That has triggered a backlash.
On Saturday, hundreds of protesters
demonstrated in Baghdad, Kirkuk
and the oil-rich city of Basra in
southern Iraq against the possibil-
ity a closed list. Some demonstra-
tors in Baghdad held signs that said
“Closed Lists Strengthen Sectarian-
ism and Ethnic Divides.”

“An open list is better for us be-
cause we want to choose whom we
want,” said Najim Mahmood, a Bagh-
dad resident and civil servant. “A
closed list system means everything
stays the same.”

On Tuesday, Shiite religious

leader Grand Ayatollah Ali al-Sis-
tani weighed in, publicly advocating
an open list. Sheikh Abdul al-Kar-
balai, a Sistani representative, also
warned during Friday prayers last
week that a closed list meant voter
turnout would be low and “the elec-
tions would fail.”

The condemnation means parlia-
ment, made up largely of Shiite law-
makers, would have to openly defy
Mr. Sistani to move forward with
the closed-list system. Some law-
makers now say there could be a
way to have a mix of both systems.
Such a hybrid might have some can-
didate names on the ballot but have
victorious parties choose the rest of
the seats.
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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.

2.23% 2 DJ Global Index -a % % 220.98 0.27% 29.4% 4.19% 14 U.S. Select Dividend -b % % 613.02 0.67% 2.7%

1.88% 20 Global Dow 1220.70 0.20% 13.4% 1913.14 0.16% 24.0% 3.98% 17 Infrastructure 1354.00 0.24% 15.1% 1905.05 0.19% 25.7%

2.75% 47 Stoxx 600 242.70 –0.29% 18.3% 267.52 –0.33% 29.3% 1.41% 9 Luxury 861.50 0.50% 39.5% 1077.82 0.46% 52.5%

2.89% 36 Stoxx Large 200 258.20 –0.35% 16.4% 283.00 –0.39% 27.2% 5.93% 6 BRIC 50 415.00 0.73% 61.5% 583.89 0.69% 76.4%

2.12% -63 Stoxx Mid 200 230.80 –0.07% 28.1% 252.98 –0.11% 40.0% 2.83% 15 Africa 50 744.20 –0.13% 4.3% 697.07 –0.17% 14.0%

2.15% 150 Stoxx Small 200 147.90 0.05% 29.0% 162.03 0.01% 40.9% 3.13% 10 GCC % % 1565.00 –0.03% –21.2%

2.77% 40 Euro Stoxx 271.10 –0.03% 20.8% 298.75 –0.07% 32.0% 2.73% 18 Sustainability 792.70 0.14% 16.4% 987.72 0.10% 27.1%

2.89% 34 Euro Stoxx Large 200 286.10 –0.08% 18.5% 313.37 –0.12% 29.5% 2.21% 14 Islamic Market -a % % 1880.48 0.39% 32.5%

2.20% 76 Euro Stoxx Mid 200 261.80 0.09% 30.9% 286.61 0.05% 43.1% 2.60% 14 Islamic Market 100 1584.60 0.37% 14.0% 2001.30 0.33% 24.6%

2.26% -52 Euro Stoxx Small 200 168.20 0.44% 35.6% 184.09 0.39% 48.2% 2.60% 14 Islamic Turkey -c % % % %

4.79% 13 Stoxx Select Dividend 30 1426.20 –0.23% 6.6% 1801.23 –0.27% 16.5% 1.89% 22 DJ U.S. TSM % % 11067.56 0.59% 21.3%

3.96% 15 Euro Stoxx Select Div 30 1706.00 0.02% 15.5% 2162.84 –0.02% 26.2% % DJ-UBS Commodity 120.50 –0.95% –16.8% 129.18 –0.99% –9.1%

*Fundamentals are based on data in U.S. dollar. Footnotes: a-in US dollar. b-dividends reinvested. c-in local currency. Note: All data as of 5 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 1.1056 1.7615 1.0747 0.1584 0.0374 0.1963 0.0124 0.2960 1.6313 0.2192 1.0603 ...

 Canada 1.0428 1.6614 1.0136 0.1494 0.0352 0.1851 0.0117 0.2792 1.5386 0.2067 ... 0.9432

 Denmark 5.0441 8.0365 4.9031 0.7229 0.1705 0.8956 0.0564 1.3507 7.4428 ... 4.8373 4.5624

 Euro 0.6777 1.0798 0.6588 0.0971 0.0229 0.1203 0.0076 0.1815 ... 0.1344 0.6499 0.6130

 Israel 3.7345 5.9500 3.6301 0.5352 0.1262 0.6631 0.0418 ... 5.5104 0.7404 3.5814 3.3779

 Japan 89.4450 142.5082 86.9453 12.8181 3.0229 15.8816 ... 23.9510 131.9806 17.7326 85.7780 80.9030

 Norway 5.6320 8.9732 5.4746 0.8071 0.1903 ... 0.0630 1.5081 8.3103 1.1166 5.4011 5.0941

 Russia 29.5894 47.1433 28.7625 4.2404 ... 5.2538 0.3308 7.9233 43.6606 5.8661 28.3763 26.7636

 Sweden 6.9780 11.1177 6.7830 ... 0.2358 1.2390 0.0780 1.8685 10.2964 1.3834 6.6919 6.3116

 Switzerland 1.0288 1.6391 ... 0.1474 0.0348 0.1827 0.0115 0.2755 1.5180 0.2040 0.9866 0.9305

 U.K. 0.6276 ... 0.6101 0.0899 0.0212 0.1114 0.0070 0.1681 0.9261 0.1244 0.6019 0.5677

 U.S. ... 1.5932 0.9721 0.1433 0.0338 0.1776 0.0112 0.2678 1.4755 0.1983 0.9590 0.9045

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.
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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 362.25 –1.75 –0.48% 707.00 302.00
Soybeans (cents/bu.) CBOT 964.00 28.00 2.99% 1,557.50 670.00
Wheat (cents/bu.) CBOT 468.00 –6.00 –1.27 1,155.75 439.25
Live cattle (cents/lb.) CME 84.950 0.625 0.74 116.900 83.400
Cocoa ($/ton) ICE-US 3,243 –1 –0.03 3,329 1,961
Coffee (cents/lb.) ICE-US 135.65 –2.25 –1.63 189.00 112.00
Sugar (cents/lb.) ICE-US 21.24 –1.30 –5.77 26.25 11.91
Cotton (cents/lb.) ICE-US 63.02 –0.63 –0.99 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,085.00 55 2.71 2,493 1,990
Cocoa (pounds/ton) LIFFE 2,127 2 0.09 2,185 1,187
Robusta coffee ($/ton) LIFFE 1,461 –20 –1.35 2,256 1,275

Copper (cents/lb.) COMEX 283.80 –6.05 –2.09 378.00 131.15
Gold ($/troy oz.) COMEX 1048.60 –7.70 –0.73 1,062.70 494.00
Silver (cents/troy oz.) COMEX 1769.00 –12.50 –0.70 2,200.00 740.00
Aluminum ($/ton) LME 1,900.50 3.50 0.18 2,305.00 1,288.00
Tin ($/ton) LME 14,600.00 –255.00 –1.72 15,700.00 9,750.00
Copper ($/ton) LME 6,285.00 19.00 0.30 6,499.00 2,815.00
Lead ($/ton) LME 2,274.00 29.00 1.29 2,459.50 870.00
Zinc ($/ton) LME 2,067.00 67.00 3.35 2,067.00 1,065.00
Nickel ($/ton) LME 19,050 –200 –1.04 21,150 9,000

Crude oil ($/bbl.) NYMEX 72.25 0.11 0.15 146.86 22.50
Heating oil ($/gal.) NYMEX 1.8794 0.0040 0.21 4.1862 1.3291
RBOB gasoline ($/gal.) NYMEX 1.7680 –0.0117 –0.66 2.7400 1.0780
Natural gas ($/mmBtu) NYMEX 4.770 –0.193 –3.89 12.405 3.491
Brent crude ($/bbl.) ICE-EU 70.71 0.17 0.24 149.27 45.99
Gas oil ($/ton) ICE-EU 580.50 7.75 1.35 897.00 428.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Oct. 9
Per In

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

Argentina peso-a 5.6514 0.1769 3.8300 0.2611

Brazil real 2.5638 0.3901 1.7375 0.5755
Canada dollar 1.5386 0.6499 1.0428 0.9590

1-mo. forward 1.5386 0.6499 1.0427 0.9590
3-mos. forward 1.5386 0.6500 1.0427 0.9590
6-mos. forward 1.5392 0.6497 1.0431 0.9586

Chile peso 817.82 0.001223 554.25 0.001804
Colombia peso 2741.57 0.0003648 1858.00 0.0005382
Ecuador US dollar-f 1.4755 0.6777 1 1
Mexico peso-a 19.5655 0.0511 13.2598 0.0754
Peru sol 4.2256 0.2367 2.8638 0.3492
Uruguay peso-e 30.618 0.0327 20.750 0.0482
U.S. dollar 1.4755 0.6777 1 1
Venezuela bolivar 3.17 0.315612 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.6313 0.6130 1.1056 0.9045
China yuan 10.0714 0.0993 6.8256 0.1465
Hong Kong dollar 11.4356 0.0874 7.7501 0.1290
India rupee 68.5762 0.0146 46.4750 0.0215
Indonesia rupiah 13951 0.0000717 9455 0.0001058
Japan yen 131.98 0.007577 89.45 0.011180

1-mo. forward 131.95 0.007579 89.43 0.011183
3-mos. forward 131.89 0.007582 89.38 0.011188
6-mos. forward 131.76 0.007589 89.30 0.011198

Malaysia ringgit-c 5.0139 0.1994 3.3980 0.2943
New Zealand dollar 2.0088 0.4978 1.3614 0.7346
Pakistan rupee 122.913 0.0081 83.300 0.0120
Philippines peso 68.650 0.0146 46.525 0.0215
Singapore dollar 2.0539 0.4869 1.3920 0.7184
South Korea won 1718.72 0.0005818 1164.80 0.0008585
Taiwan dollar 47.623 0.02100 32.275 0.03098
Thailand baht 49.180 0.02033 33.330 0.03000

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

Euro zone euro 1 1 0.6777 1.4755
1-mo. forward 1.0001 0.9999 0.6778 1.4755
3-mos. forward 1.0004 0.9996 0.6780 1.4750
6-mos. forward 1.0010 0.9990 0.6784 1.4741

Czech Rep. koruna-b 25.928 0.0386 17.572 0.0569
Denmark krone 7.4428 0.1344 5.0441 0.1983
Hungary forint 270.80 0.003693 183.53 0.005449
Norway krone 8.3103 0.1203 5.6320 0.1776
Poland zloty 4.2607 0.2347 2.8875 0.3463
Russia ruble-d 43.661 0.02290 29.589 0.03380
Sweden krona 10.2964 0.0971 6.9780 0.1433
Switzerland franc 1.5180 0.6588 1.0288 0.9721

1-mo. forward 1.5176 0.6589 1.0285 0.9723
3-mos. forward 1.5169 0.6593 1.0280 0.9728
6-mos. forward 1.5154 0.6599 1.0270 0.9737

Turkey lira 2.1591 0.4632 1.4633 0.6834
U.K. pound 0.9261 1.0798 0.6276 1.5933

1-mo. forward 0.9263 1.0796 0.6278 1.5930
3-mos. forward 0.9265 1.0793 0.6279 1.5926
6-mos. forward 0.9266 1.0792 0.6280 1.5924

MIDDLE EAST/AFRICA
Bahrain dinar 0.5563 1.7976 0.3770 2.6525
Egypt pound-a 8.0816 0.1237 5.4770 0.1826
Israel shekel 5.5104 0.1815 3.7345 0.2678
Jordan dinar 1.0450 0.9570 0.7082 1.4120
Kuwait dinar 0.4227 2.3659 0.2865 3.4910
Lebanon pound 2215.54 0.0004514 1501.50 0.0006660
Saudi Arabia riyal 5.5335 0.1807 3.7502 0.2667
South Africa rand 10.8748 0.0920 7.3700 0.1357
United Arab dirham 5.4196 0.1845 3.6730 0.2723

SDR -f 0.9293 1.0761 0.6298 1.5878

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 600 242.73 –0.71 –0.29% 23.3% 18.3%

 21 DJ Stoxx 50 2440.59 –10.45 –0.43 18.2% 16.5%

 40 Euro Zone DJ Euro Stoxx 271.06 –0.08 –0.03 21.7% 20.8%

 18 DJ Euro Stoxx 50 2882.18 –5.43 –0.19 17.6% 19.0%

 17 Austria ATX 2673.96 17.25 0.65% 52.7% 33.6%

 14 Belgium Bel-20 2547.01 4.73 0.19 33.4% 19.9%

 11 Czech Republic PX 1147.5 4.6 0.40 33.7% 29.2%

 18 Denmark OMX Copenhagen 309.71 –0.64 –0.21 36.9% 20.6%

 14 Finland OMX Helsinki 6346.47 31.33 0.50 17.5% 9.4%

 16 France CAC-40 3799.61 –7.20 –0.19 18.1% 19.6%

 20 Germany DAX 5711.88 –4.66 –0.08 18.7% 25.7%

 … Hungary BUX 20028.75 –49.43 –0.25 63.6% 37.4%

 19 Ireland ISEQ 3346.14 –15.74 –0.47 42.8% 16.5%

 14 Italy FTSE MIB 23770.56 106.88 0.45 22.2% 17.0%

 … Netherlands AEX 315.55 0.79 0.25 28.3% 22.3%

 14 Norway All-Shares 383.93 2.49 0.65 42.1% 33.4%

 17 Poland WIG 38016.98 78.59 0.21 39.6% 22.5%

 18 Portugal PSI 20 8749.85 4.75 0.05 38.0% 39.3%

 … Russia RTSI 1372.11 37.17 2.78% 117.1% 62.4%

 11 Spain IBEX 35 11743.2 –71.1 –0.60% 27.7% 30.5%

 15 Sweden OMX Stockholm 281.16 1.13 0.40 37.7% 42.9%

 13 Switzerland SMI 6291.64 –14.16 –0.22 13.7% 17.7%

 9 Turkey ISE National 100 50217.50 337.64 0.68 86.9% 76.2%

 13 U.K. FTSE 100 5161.87 7.23 0.14 16.4% 31.3%

 41 ASIA-PACIFIC DJ Asia-Pacific 121.46 0.19 0.16 29.8% 36.7%

 … Australia SPX/ASX 200 4752.9 –15.7 –0.33 27.7% 20.0%

 31 China CBN 600 25281.61 1248.68 5.20 71.2% 66.2%

 20 Hong Kong Hang Seng 21499.44 6.54 0.03 49.4% 45.3%

 20 India Sensex 16642.66 –200.88 –1.19 72.5% 58.1%

 … Japan Nikkei Stock Average 10016.39 183.92 1.87 13.1% 21.0%

 … Singapore Straits Times 2652.51 1.56 0.06 50.6% 36.1%

 11 South Korea Kospi 1646.79 31.33 1.94 46.5% 32.6%

 1 AMERICAS DJ Americas 285.08 1.82 0.64 26.1% 25.8%

 … Brazil Bovespa 64071.01 311.14 0.49 70.6% 79.9%

 19 Mexico IPC 30039.71 140.86 0.47 34.2% 50.9%

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

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Oct. 9, 2009

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.50% 24 ALL COUNTRY (AC) WORLD* 290.60 1.29% 27.6% –1.4%

2.50% 25 World (Developed Markets) 1,137.59 1.30% 23.6% –3.8%

2.30% 26 World ex-EMU 132.00 1.19% 22.7% –4.5%

2.40% 28 World ex-UK 1,135.39 1.22% 22.9% –3.7%

3.00% 26 EAFE 1,567.44 1.80% 26.7% 0.9%

2.20% 19 Emerging Markets (EM) 939.91 1.19% 65.8% 19.4%

3.50% 17 EUROPE 84.58 1.28% 21.8% –5.5%

3.70% 19 EMU 183.06 1.86% 28.9% 0.1%

3.30% 21 Europe ex-UK 94.17 1.19% 21.4% –3.6%

4.10% 15 Europe Value 97.43 1.21% 25.7% –3.8%

2.80% 19 Europe Growth 71.27 1.36% 17.9% –7.3%

2.50% 18 Europe Small Cap 156.62 1.67% 55.1% 8.2%

2.10% 10 EM Europe 261.30 2.78% 64.5% –10.7%

3.80% 12 UK 1,533.33 0.87% 16.6% 5.4%

2.70% 21 Nordic Countries 130.22 1.21% 32.8% –1.9%

1.50% 9 Russia 708.01 3.91% 71.8% –12.5%

2.90% 13 South Africa 682.15 0.41% 17.8% 9.3%

2.60% 24 AC ASIA PACIFIC EX-JAPAN 400.12 1.37% 61.8% 23.9%

1.30% -41 Japan 549.79 0.34% 3.7% –19.5%

2.00% 19 China 61.85 0.84% 51.6% 34.7%

0.90% 20 India 674.65 0.51% 82.7% 32.6%

0.80% 26 Korea 454.32 1.11% 48.0% 13.5%

2.70% 415 Taiwan 272.68 –1.74% 57.3% 21.9%

1.90% 32 US BROAD MARKET 1,183.76 0.85% 20.5% –7.6%

1.30% -17 US Small Cap 1,621.40 1.14% 30.0% –5.2%

3.30% 15 EM LATIN AMERICA 3,874.78 2.10% 86.5% 21.6%

*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/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 31.60 $25.66 –0.28 –1.08%
Alcoa AA 36.10 14.24 –0.11 –0.77%
AmExpress AXP 6.30 34.94 –0.04 –0.11%
BankAm BAC 81.70 17.50 0.17 0.98%
Boeing BA 2.40 52.69 0.39 0.75%
Caterpillar CAT 7.80 53.64 0.55 1.04%
Chevron CVX 7.90 72.76 1.31 1.83%
CiscoSys CSCO 41.40 24.03 0.36 1.52%
CocaCola KO 5.30 54.65 0.06 0.11%
Disney DIS 5.70 28.64 –0.03 –0.10%
DuPont DD 4.90 32.95 0.35 1.07%
ExxonMobil XOM 12.10 69.27 0.22 0.32%
GenElec GE 67.20 16.18 –0.04 –0.25%
HewlettPk HPQ 13.50 47.38 0.92 1.98%
HomeDpt HD 10.60 26.96 0.07 0.26%
Intel INTC 52.50 20.17 0.29 1.46%
IBM IBM 12.30 125.93 3.64 2.98%
JPMorgChas JPM 23.70 45.85 0.55 1.21%
JohnsJohns JNJ 8.50 61.74 0.80 1.31%
KftFoods KFT 7.90 25.97 –0.14 –0.54%
McDonalds MCD 9.50 56.70 –0.17 –0.30%
Merck MRK 10.40 32.56 0.13 0.40%
Microsoft MSFT 33.10 25.55 –0.12 –0.47%
Pfizer PFE 45.00 16.92 0.22 1.32%
ProctGamb PG 5.90 57.56 –0.09 –0.16%
3M MMM 2.50 74.73 0.20 0.27%
TravelersCos TRV 4.80 48.81 0.46 0.95%
UnitedTech UTX 2.60 62.17 0.39 0.63%
Verizon VZ 22.30 29.16 0.00 0.00%
WalMart WMT 14.80 49.97 0.23 0.46%

Dow Jones Industrial Average P/E: 16
LAST: 9864.94 s 78.07, or 0.80%

YEAR TO DATE: s 1,088.55, or 12.4%

OVER 52 WEEKS s 1,413.75, or 16.7%

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

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

Behind Europe’s deals: Bank revenue rankings, Eurozone
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

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

JPMorgan $582 6.9% 23% 33% 42% 3%

BNP Paribas 547 6.5% 21% 50% 20% 9%

Deutsche Bank 505 6.0% 13% 50% 34% 3%

Credit Suisse 424 5.0% 27% 45% 27% 1%

Calyon 364 4.3% 30% 53% 8% 9%

SG Corporate & Investment Banking 360 4.3% 28% 56% 9% 6%

UBS 343 4.1% 29% 28% 42% 1%

Goldman Sachs 343 4.1% 23% 18% 59% 1%

Citi 339 4.0% 18% 40% 39% 3%

Source: Dealogic

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

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

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

Ladbrokes 174 –44 –34 –41 Astrazeneca  48 ... 2 ...

Pernod Ricard 212 –22 –22 –28 ING Verzekeringen 89 ... 3 –15

Grohe Hldg  1440 –18 –18 –373 Bco de Sabadell  146 1 –1 –39

M real  1407 –16 10 –155 DNB NOR Bk  62 1 5 –11

Sol Melia 453 –15 –30 –107 TUI  911 1 25 –176

Alcatel Lucent 613 –15 –20 –65 Hanson 258 1 20 –48

Kabel Deutschland  449 –15 –19 –39 Raiffeisen Zentralbank Oesterreich 156 1 6 –55

HeidelbergCement 389 –14 –7 –195 Finmeccanica  90 2 9 30

Norske Skogindustrier  1034 –14 –11 –61 Allied Domecq  90 2 –1 ...

Contl  533 –13 15 –77 Deutsche Lufthansa 204 2 –2 –4

Source: Markit Group

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

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

Unilever Netherlands Food Products $50.6 20.00 2.28% 20.6% 2.4%

Intesa Sanpaolo Italy Banks 54.0 3.09 1.15 6.5 –43.2

BG Grp U.K. Integrated Oil & Gas 62.8 11.01 0.92 42.4 61.1

L.M. Ericsson Tel B Sweden Telecomms Equipment 30.2 70.50 0.86 56.7 –48.5

Nokia Finland Telecomms Equipment 54.9 9.93 0.81 –14.8 –38.3

Vodafone Grp U.K. Mobile Telecomms $122.9 1.32 –1.60% 21.0 1.3

Anglo Amer U.K. General Mining 46.0 21.52 –1.40 51.4 –13.3

Iberdrola S.A. Spain Conventional Electricity 50.7 6.54 –1.36 26.7 –24.3

Deutsche Telekom Germany Mobile Telecomms 60.0 9.32 –1.27 3.6 –27.1

ArcelorMittal Luxembourg Iron & Steel 58.6 25.45 –1.13 16.1 –16.5

...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

Diageo 42.5 9.67 0.68% 21.7% 1.3%
U.K. (Distillers & Vintners)
HSBC Hldgs 196.5 7.17 0.66 4.1 –19.1
U.K. (Banks)
GlaxoSmithKline 113.2 12.43 0.65 24.9 –14.8
U.K. (Pharmaceuticals)
Daimler 54.4 34.73 0.61 53.9 –14.8
Germany (Automobiles)
Total S.A. 139.7 40.33 0.50 21.6 –23.0
France (Integrated Oil & Gas)
Rio Tinto 69.6 28.54 0.48 42.5 26.2
U.K. (General Mining)
ABB 48.2 21.36 0.47 38.6 26.3
Switzerland (Industrial Machinery)
Allianz SE 58.1 86.97 0.46 22.6 –40.2
Germany (Full Line Insurance)
SAP 62.4 34.48 0.45 38.1 –16.4
Germany (Software)
Royal Dutch Shell A 101.6 19.41 0.41 17.2 –25.9
U.K. (Integrated Oil & Gas)
Siemens 87.3 64.74 0.37 38.3 –3.8
Germany (Diversified Industrials)
Astrazeneca 64.2 27.72 0.36 33.6 –17.3
U.K. (Pharmaceuticals)
Barclays 66.1 3.77 0.29 81.7 –46.5
U.K. (Banks)
UniCredit 66.6 2.70 0.28 37.4 –52.4
Italy (Banks)
BASF 50.9 37.49 0.05 46.7 14.2
Germany (Commodity Chemicals)
Tesco 48.3 3.86 ... 16.0 1.3
U.K. (Food Rtlrs & Whlslrs)
Credit Suisse Grp 67.9 59.00 ... 72.2 –22.5
Switzerland (Banks)
Telefonica S.A. 133.2 19.19 –0.18 39.1 36.9
Spain (Fixed Line Telecomms)
BNP Paribas S.A. 93.1 53.30 –0.19 –8.4 –37.0
France (Banks)
AXA S.A. 58.7 19.03 –0.21 10.8 –38.9
France (Full Line Insurance)

Novartis 132.2 51.45 –0.29% 7.0% –29.1%
Switzerland (Pharmaceuticals)
ING Groep 38.2 12.46 –0.32 19.5 –65.3
Netherlands (Life Insurance)
ENI 101.3 17.13 –0.35 24.5 –28.1
Italy (Integrated Oil & Gas)
Assicurazioni Gen 42.7 18.60 –0.37 –7.3 –32.2
Italy (Full Line Insurance)
UBS 62.9 18.20 –0.38 7.1 –74.3
Switzerland (Banks)
E.ON 82.4 27.89 –0.39 10.2 –10.7
Germany (Multiutilities)
RWE 48.7 63.08 –0.41 20.1 –19.0
Germany (Multiutilities)
BHP Billiton 62.9 17.70 –0.42 85.4 77.4
U.K. (General Mining)
GDF Suez 100.3 30.09 –0.45 26.6 –2.3
France (Multiutilities)
British Amer Tob 63.2 19.60 –0.51 35.2 36.1
U.K. (Tobacco)
Sanofi-Aventis S.A. 99.5 51.29 –0.52 35.3 –25.8
France (Pharmaceuticals)
Banco Bilbao Viz 67.9 12.28 –0.53 33.5 –35.1
Spain (Banks)
Bayer 57.3 46.98 –0.53 14.0 17.3
Germany (Specialty Chemicals)
BP 178.6 5.43 –0.55 44.2 –8.4
U.K. (Integrated Oil & Gas)
Deutsche Bk 48.8 53.27 –0.58 70.6 –46.0
Germany (Banks)
Nestle S.A. 152.9 43.10 –0.60 9.2 –1.3
Switzerland (Food Products)
Banco Santander 132.3 11.00 –0.72 30.0 –12.6
Spain (Banks)
Roche Hldg Part. Cert. 113.0 165.40 –0.72 11.6 –25.3
Switzerland (Pharmaceuticals)
Soc. Generale 51.8 47.49 –0.73 0.2 –59.6
France (Banks)
France Telecom 69.6 17.82 –0.83 5.2 –5.7
France (Fixed Line Telecomms)

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 0.08% 0.85% 1.9% 6.7% 11.8%
Event Driven -0.02% 2.26% 5.3% 12.4% -2.4%
Equity Market Neutral 0.42% -1.41% -2.1% -5.4% -9.7%
Equity Long/Short 1.00% 0.61% 3.7% 4.2% -1.9%

*Estimates as of 10/08/09, 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 0.92 100.39% 0.01% 1.00 0.78 0.88

Eur. High Volatility: 12/1 1.55 97.41 0.01 1.76 1.42 1.55

Europe Crossover: 12/1 5.69 97.26 0.05 6.15 5.52 5.76

Asia ex-Japan IG: 12/1 1.03 99.84 0.01 1.26 1.03 1.13

Japan: 12/1 1.20 98.99 0.01 1.53 0.99 1.31

 Note: Data as of October 8

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.
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CORPORATE NEWS

Lufthansa makes onboard wireless push
Extensive cellphone and Web services to be offered on long-haul flights, surpassing other airlines

Deutsche Lufthansa AG, which
stumbled badly with previous efforts
at onboard communications connec-
tivity, on Monday is expected to un-
veil plans to provide long-distance
passengers with the most extensive
array of cellphone and Internet ser-
vices available on any airline, ac-
cording to people familiar with the
matter.

In partnership with Japanese
electronics powerhouse Panasonic
Corp., these people said, the German
carrier’s goal is to leapfrog rivals by
allowing passengers on international
flights not only to make calls and
send emails from 40,000 feet, but
also to surf the Web and download
videos at faster speeds than cur-
rently possible. Starting with routes
between the U.S. and Europe in the
next few months—and eventually ex-
panding to its entire fleet of more
than 120 long-haul jetliners—Luf-
thansa hopes to gain an advantage
in the increasingly competitive in-
flight-communications field by be-
coming the first carrier to offer con-
nections for the full range of
handheld and Wi-Fi devices.

Three years after being forced to
jettison an earlier, unprofitable
broadband-in-the-cabin system de-
ployed in conjunction with Boeing
Co., Lufthansa is relying on innova-
tive onboard technology and lower-
cost satellite capacity to make con-
nectivity easier and more affordable.
Industry officials, citing Lufthansa’s
role as a leader of the 24-airline Star
Alliance global marketing group,
said the German airline’s decision is
likely to spur other carriers to speed
up plans to offer Internet and hand-
held services.

Lufthansa and Panasonic officials
declined to go into details about the
service, dubbed FlyNet, before their
joint announcement Monday. Pana-
sonic also is expected to announce
arrangements for business jets. The
connectivity Lufthansa promises to
deliver is faster and applies to more
devices than options available else-
where. Other airlines currently focus
on voice and text messaging.

At least four companies besides

Panasonic offer airlines more-lim-
ited inflight connectivity. More than
a dozen carriers have installed such
equipment, or have announced plans
to do so, as they try to woo premium
business passengers and generate
revenue through extra charges amid
the aviation industry’s slump.

Lufthansa’s initiative is “good
news for the industry,” said Benoît
Debains, chief executive of OnAir, a
service provider that isn’t involved
in Lufthansa’s plans.

Industry officials said Lufthansa
is committed to investing tens of
millions of dollars to make the
launch of FlytNet a success, and the
company appears willing to subsi-
dize future operations. For Pana-
sonic, a supplier of seat-back enter-
tainment systems to airlines, the
move is designed to ensure a big
role in a growing market

The technology is advanced, but
industry officials say the real chal-
lenge for inflight voice-and-data ser-
vices is financial. Installing antennas
and other required equipment costs
at least $100,000 an airplane, with
some versions costing close to
$250,000.

The effort comes at a time when

some of Panasonic’s rivals face an
uphill battle to raise funds, and
skeptics continue to wonder
whether fliers will use the burgeon-
ing services enough to pay for the
advanced systems. “The biggest is-
sue remains sustainability,” said Tim
Farrar, a satellite-industry consult-
ant in Menlo Park, Calif. “You still
can’t expect passenger revenue to
cover all the costs.”

Lufthansa’s previous foray into
the arena turned into a financial and
public-relations misstep when the
carrier in 2006 turned off the sys-
tem—marketed by Boeing as Con-
nexion—after an ad blitz and a gen-
erally good response from frequent
travelers. Boeing shut Connexion in
2006 after investing at least $1 bil-
lion over almost six years.

Calls on Lufthansa’s replacement

service are expected to cost passen-
gers at least $3 a minute. Internet
connections are likely to cost $12 an
hour or $22 for a full day of air-
borne connectivity—roughly 30%
less than Lufthansa previously
charged, industry officials said. But
that is almost twice the cost for us-
ing less-capable systems being de-
ployed on some U.S. carriers.

Lufthansa’s initial effort focused
on premium business travelers with
laptops who wanted extensive use of
Internet connections. Now, the air-
line has expanded its sights to serve
text messaging and other handheld
options. “People increasingly want
to be connected in such ways, so
that means the market [for Luf-
thansa] has grown that much
larger,” said Max Engel, an Austin,
Texas, consultant specializing in
broadband and mobile services.

In the U.S., Aircell LLC unit Gogo
offers Wi-Fi connections and pre-
dicts its system will soon be de-
ployed on some 800 jetliners, in-
cluding those of Delta Air Lines Inc.
and AMR Corp.’s American Airlines.
Newcomer Row 44 Inc., which so far
has installed equipment on only a
handful of planes, recently signed up
Southwest Airlines Co. and Alaska
Air Group Inc. Internationally,
OnAir, established in part by Airbus,
and rival AeroMobile have won cus-
tomers in most parts of the world,
ranging from Irish budget carrier
Ryanair Holdings PLC to Dubai’s
upscale Emirates Airline.

But in some instances, passenger
use has fallen below optimistic early
projections. “It’s a premium service,
it’s not people having a chat,” said
Ryanair spokesman Stephen McNa-
mara. Ryanair began offering voice
calls and text messages using OnAir
in February.

Mr. McNamara said Ryanair is
looking to add gambling, shopping
and advertisements that could offset
connection costs.

OnAir was created in 2005 by
Airbus, a unit of European Aero-
nautic Defence & Space Co., and
SITA, a data-services provider
owned by airlines and airports. It of-
fers connections for cellphones and
handhelds, and recently began test-
ing broadband systems.

BY DANIEL MICHAELS
AND ANDY PASZTOR

Inflight wireless connectivity is being offered more widely. Alaska Airlines recently tested Row 44’s Wi-Fi system, above.
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Comcast, NBC together would add muscle in sports
Jeff Shell, president of Comcast

Corp.’s cable networks, told an in-
dustry conference in June that ex-
panding the sports business at his
cable networks was the “top of our
list over the next five years.”

If Comcast’s bid to control NBC
Universal succeeds, it would ad-
vance Mr. Shell’s goal overnight,
creating a potential new rival to
Walt Disney Co.’s ESPN.

As the cable-TV giant and NBC
Universal’s parent, General Electric
Co., work through details of a deal
that would merge Comcast’s cable
networks with GE’s NBC Universal,
people close to the negotiations say
the two companies see the creation
of a combined sports business as a
key benefit of a partnership.

The new company would marry
Comcast’s Versus and Golf Channel
cable-sports networks and multiple

regional sports networks with NBC
Universal’s broadcast-sports opera-
tion and rights to major sports
events, including a Super Bowl and
two Olympic games.

The talks seek to create a TV and
movie company that would be 51%
owned by Comcast, with GE holding
49%. NBC Universal’s current minor-
ity owner, Vivendi SA, would have
its 20% stake bought out. Negotia-
tions could still fall apart, but the
merger appears to be the most
likely outcome for NBC Universal,
say people familiar with the matter.

Paired up with NBC, Comcast
could get a bigger slice of a large
sports TV market. Advertisers spent
an estimated $10.6 billion for com-
mercials in sports programming
across U.S. broadcast networks, ca-
ble networks and local TV stations
in 2008, out of total TV ad spending
of about $68.4 billion, according to
TNS Media Intelligence. Cable-

sports channels raked in more than
$9.2 billion of about $22.9 billion in
basic-cable TV subscription fees for
the year, according to estimates
from SNL Kagan.

The expanded NBC Universal
would combine both companies’
rights to college football, hockey
and golf. It would have NBC’s rights
to the Olympics in 2010 and 2012
and National Football League games
through 2013.

A deal could also give NBC
Sports access to cable subscription
fees, which would put it in a better
position to keep up with growing
sports-rights costs. Comcast’s Ver-
sus and Golf Channel already receive
about $400 million in yearly sub-
scription fees, according to industry
estimates. In addition, Comcast
could try to push paid distribution
for NBC’s fledgling Universal Sports
channel. Among the possibilities for
the combined company would be for

Comcast to air football games si-
multaneously on multiple channels,
with each offering different camera
angles, said a person familiar with
the matter. Comcast could also put
large swaths of Olympics footage in
its video-on-demand service, the
person added.

“If this merger goes through,
they become a much, much stronger
competitor to ESPN. And they
threaten to dominate CBS and Fox,”
says Neal H. Pilson, a sports-media
consultant and former president of
CBS Sports.

Spokesmen for ESPN and CBS
declined to comment. A spokesman
for Fox said the company “has a big
event sports strategy nationally, and
we don’t see that changing.” Fox
Sports and The Wall Street Journal
are owned by News Corp.

ESPN would be hard for Comcast
to match, even with NBC Universal.
Owned 80% by Disney and 20% by

Hearst Corp., ESPN and its sister
operation ABC Sports span seven TV
outlets in the U.S. and hold the
rights to air many baseball, football
and basketball games.

While ESPN’s ad revenue suf-
fered in the recession, subscrip-
tion-TV providers such as Comcast
will pay about $5.8 billion to carry
ESPN’s U.S. networks in 2009, ac-
cording to estimates by researcher
SNL Kagan. If Comcast succeeds in
strengthening its sports business,
the company and other cable opera-
tors might gain better leverage
when negotiating fees they pay
ESPN.

Versus is in 75 million homes
and averaged 125,000 viewers this
year through Oct. 4, up 17% from
the year-earlier period, according
Nielsen Co. estimates. Still, that
viewer average is less than a sev-
enth of ESPN’s, and just over a third
of that on ESPN2.

BY SAM SCHECHNER

*Test Source: the companies

Cloud surfing
Competition among providers heats up for onboard connections

AeroMobile
Telenor (Norway)

Gogo
Aircell (U.S.)

OnAir
SITA (International)
EADS (France, Germany)
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Independent (U.S.)
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Global
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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 10/08 USD 350.50 42.8 34.8 6.8
Sel Emerg Mkt Equity GL EQ GGY 10/08 USD 205.40 56.8 45.0 –13.1
Sel Euro Equity EUR US EQ GGY 10/08 EUR 95.79 26.7 1.9 –22.7
Sel European Equity EU EQ GGY 10/08 USD 187.44 36.3 18.9 –20.2
Sel Glob Equity GL EQ GGY 10/08 USD 188.90 31.5 18.1 –20.0
Sel Glob Fxd Inc GL BD GGY 10/08 USD 143.29 11.1 8.4 –0.1
Sel Pacific Equity AS EQ GGY 10/08 USD 145.73 61.2 48.5 –10.6
Sel US Equity US EQ GGY 10/08 USD 119.87 19.0 8.4 –18.5
Sel US Sm Cap Eq US EQ GGY 10/08 USD 169.97 30.0 15.8 –19.0

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 10/08 EUR 28.57 8.9 –10.8 –43.2
MP-TURKEY.SI OT OT SVN 10/08 EUR 32.72 67.5 29.6 –22.9

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq EU EQ LVA 10/08 EUR 3.46 64.8 –14.1 –38.6
Parex Eastern Europ Bal OT OT LVA 10/08 EUR 13.13 53.0 9.8 –2.9
Parex Eastern Europ Bd EU BD LVA 10/08 USD 14.16 62.4 16.0 2.6
Parex Russian Eq EE EQ LVA 10/08 USD 19.00 119.4 46.7 –17.8

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 10/09 USD 166.78 50.4 39.7 –18.8
PF (LUX)-Asian Eq-Pca AS EQ LUX 10/09 USD 159.02 49.4 38.5 –19.6
PF (LUX)-Biotech-Pca OT EQ LUX 10/07 USD 285.84 0.3 –3.7 –9.9
PF (LUX)-CHF Liq-Pca CH MM LUX 10/08 CHF 124.23 0.2 0.5 1.2
PF (LUX)-CHF Liq-Pdi CH MM LUX 10/08 CHF 93.77 0.2 0.5 1.2
PF (LUX)-Digital Comm-Pca OT EQ LUX 10/07 USD 110.03 35.3 38.6 –8.5
PF (LUX)-East Eu-Pca EU EQ LUX 10/07 EUR 291.84 118.6 38.3 –22.6
PF (LUX)-Emg Mkts-Pca GL EQ LUX 10/09 USD 508.10 67.0 51.3 –16.8
PF (LUX)-Eu Indx-Pca EU EQ LUX 10/08 EUR 96.70 26.5 10.9 –18.1
PF (LUX)-EUR Bds-Pca EU BD LUX 10/07 EUR 385.60 3.3 3.9 3.1
PF (LUX)-EUR Bds-Pdi EU BD LUX 10/07 EUR 293.44 3.3 3.9 3.1
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 10/07 EUR 145.71 16.7 17.2 5.0
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 10/07 EUR 102.43 16.7 17.2 5.0
PF (LUX)-EUR HiYld-Pca EU BD LUX 10/08 EUR 140.46 55.8 25.3 –2.5
PF (LUX)-EUR HiYld-Pdi EU BD LUX 10/08 EUR 81.43 55.8 25.3 –2.5
PF (LUX)-EUR Liq-Pca EU MM LUX 10/08 EUR 135.89 0.9 1.7 2.7
PF (LUX)-EUR Liq-Pdi EU MM LUX 10/08 EUR 97.94 0.9 1.7 2.7
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 10/07 EUR 102.38 0.5 1.2 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 10/07 EUR 101.02 0.5 1.2 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 10/07 EUR 392.21 28.2 2.8 –23.0
PF (LUX)-EuSust Eq-Pca EU EQ LUX 10/07 EUR 127.07 25.6 4.0 –20.7
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 10/07 USD 245.36 29.5 30.7 12.0
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 10/07 USD 166.91 29.5 30.7 12.0
PF (LUX)-Gr China-Pca AS EQ LUX 10/09 USD 326.50 53.5 44.1 –14.9
PF (LUX)-Indian Eq-Pca EA EQ LUX 10/09 USD 346.25 80.7 55.2 –12.8
PF (LUX)-Jap Index-Pca JP EQ LUX 10/09 JPY 8692.26 6.7 –0.3 –26.2
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 10/09 JPY 7646.80 4.7 –5.5 –30.7
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 10/09 JPY 7427.45 4.2 –6.1 –31.1
PF (LUX)-JpEq130/30-Pca JP EQ LUX 10/09 JPY 4332.57 10.4 2.6 –26.4
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 10/08 USD 51.56 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 10/09 USD 264.87 67.3 46.9 –10.9
PF (LUX)-Piclife-Pca CH BA LUX 10/07 CHF 780.75 13.2 7.1 –6.1
PF (LUX)-PremBrnds-Pca OT EQ LUX 10/07 EUR 59.72 35.3 15.9 –16.2
PF (LUX)-Rus Eq-Pca OT OT LUX 10/08 USD 59.92 162.3 85.0 NS
PF (LUX)-Security-Pca GL EQ LUX 10/07 USD 93.70 31.1 30.5 –11.8
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 10/07 EUR 445.72 36.6 14.3 –19.2
PF (LUX)-US Eq-Ica US EQ LUX 10/07 USD 99.95 22.4 10.8 –13.6
PF (LUX)-USA Index-Pca US EQ LUX 10/08 USD 86.42 19.2 9.8 –15.9
PF (LUX)-USD Gov Bds-Pca US BD LUX 10/07 USD 516.46 –2.6 4.1 6.5
PF (LUX)-USD Gov Bds-Pdi US BD LUX 10/07 USD 378.97 –2.6 4.1 6.5
PF (LUX)-USD Liq-Pca US MM LUX 10/08 USD 131.01 0.6 1.2 2.0
PF (LUX)-USD Liq-Pdi US MM LUX 10/08 USD 85.54 0.6 1.1 2.0
PF (LUX)-USD Sov Liq-Pca OT OT LUX 10/07 USD 101.56 0.3 0.9 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 10/07 USD 100.85 0.3 0.9 NS

PF (LUX)-Water-Pca GL EQ LUX 10/07 EUR 114.54 11.2 2.1 –15.4
PF (LUX)-WldGovBds-Pca GL BD LUX 10/09 USD 170.58 3.5 13.0 10.0
PF (LUX)-WldGovBds-Pdi GL BD LUX 10/09 USD 141.19 3.5 13.0 10.0

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 10/08 USD 12.21 55.7 42.5 –10.7
Japan Fund USD JP EQ IRL 10/08 USD 16.86 14.8 42.3 –3.0
Polar Healthcare Class I USD OT OT IRL 10/08 USD 12.20 NS NS NS
Polar Healthcare Class R USD OT OT IRL 10/08 USD 12.19 NS NS NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 08/31 USD 120.86 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 08/31 USD 132.59 5.0 12.4 10.7
Europn Forager USD B OT OT CYM 08/31 USD 211.30 18.1 6.5 0.7
Latin America USD A GL EQ CYM 06/30 USD 14.25 2.2 –4.7 14.7
Paragon Limited USD A OT OT CYM 12/31 USD 309.60 12.7 12.7 14.2
UK Fund USD A OT OT CYM 08/31 USD 185.62 11.9 9.8 5.8

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 10/07 USD 123.37 113.8 57.6 0.8

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 10/08 EUR 688.43 22.2 9.4 –18.9
Core Eurozone Eq B EU EQ IRL 10/08 EUR 816.62 24.2 12.5 NS
Euro Fixed Income A EU BD IRL 10/08 EUR 1227.59 8.4 5.2 –1.4
Euro Fixed Income B EU BD IRL 10/08 EUR 1308.75 8.9 5.9 –0.8
Euro Small Cap A EU EQ IRL 10/08 EUR 1183.13 39.6 15.4 –22.9
Euro Small Cap B EU EQ IRL 10/08 EUR 1265.59 40.2 16.1 –22.4
Eurozone Agg Eq A EU EQ IRL 10/08 EUR 654.08 31.6 16.3 –19.9
Eurozone Agg Eq B EU EQ IRL 10/08 EUR 938.70 32.2 17.0 –19.4
Glbl Bd (EuroHdg) A GL BD IRL 10/08 EUR 1359.37 13.5 9.5 2.8
Glbl Bd (EuroHdg) B GL BD IRL 10/08 EUR 1440.86 14.1 10.1 3.4
Glbl Bd A EU BD IRL 10/08 EUR 1078.75 10.0 5.9 2.5
Glbl Bd B EU BD IRL 10/08 EUR 1147.29 10.6 6.5 3.2
Glbl Real Estate A OT EQ IRL 10/08 USD 867.94 30.2 5.3 –22.6
Glbl Real Estate B OT EQ IRL 10/08 USD 893.57 30.8 6.0 –22.2
Glbl Real Estate EH-A OT EQ IRL 10/08 EUR 772.77 23.2 –1.9 –24.3
Glbl Real Estate SH-B OT EQ IRL 10/08 GBP 72.68 22.6 –2.7 –23.9
Glbl Strategic Yield A EU BD IRL 10/08 EUR 1538.35 36.1 18.9 0.8
Glbl Strategic Yield B EU BD IRL 10/08 EUR 1643.98 36.7 19.6 1.4
Japan Equity A JP EQ IRL 10/08 JPY 11432.39 10.6 6.1 –26.8
Japan Equity B JP EQ IRL 10/08 JPY 12168.35 11.1 6.8 –26.3
PacBasn (Ex-Jap) Eq A AS EQ IRL 10/08 USD 2183.64 69.8 56.7 –10.8
PacBasn (Ex-Jap) Eq B AS EQ IRL 10/08 USD 2327.19 70.6 57.7 –10.3
Pan European Eq A EU EQ IRL 10/08 EUR 941.87 31.1 14.7 –19.3
Pan European Eq B EU EQ IRL 10/08 EUR 1002.66 31.7 15.4 –18.8
US Equity A US EQ IRL 10/08 USD 835.56 24.9 13.0 –16.8
US Equity B US EQ IRL 10/08 USD 893.38 25.5 13.7 –16.3
US Small Cap A US EQ IRL 10/08 USD 1243.75 23.7 11.1 –18.2
US Small Cap B US EQ IRL 10/08 USD 1330.67 24.3 11.8 –17.8

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 10/09 EUR 14.18 0.4 12.0 12.7
Asset Sele C H-CHF OT OT LUX 10/09 CHF 98.46 NS NS NS
Asset Sele C H-GBP OT OT LUX 10/09 GBP 99.65 NS NS NS
Asset Sele C H-JPY OT OT LUX 10/09 JPY 9878.74 NS NS NS
Asset Sele C H-NOK OT OT LUX 10/09 NOK 113.55 0.9 NS NS
Asset Sele C H-SEK OT OT LUX 10/09 SEK 142.40 –0.1 12.6 13.0
Asset Sele C H-USD OT OT LUX 10/09 USD 99.48 NS NS NS
Asset Sele D H-SEK OT OT LUX 10/09 SEK 133.64 –0.1 NS NS
Choice Global Value -C- GL EQ LUX 10/09 SEK 73.67 22.4 10.7 –24.8
Choice Global Value -D- OT OT LUX 10/09 SEK 70.59 22.4 10.6 –24.8
Choice Global Value -I- OT OT LUX 10/09 EUR 6.38 31.0 4.8 –28.3
Choice Japan Fd -C- OT OT LUX 10/09 JPY 47.15 4.9 –1.0 –27.8
Choice Japan Fd -D- OT OT LUX 10/09 JPY 42.40 4.9 –0.9 –27.7
Choice Jpn Chance/Risk JP EQ LUX 10/09 JPY 49.68 10.9 2.1 –29.5
Choice NthAmChance/Risk US EQ LUX 10/09 USD 3.80 35.6 14.0 –15.8
Ethical Europe Fd OT OT LUX 10/09 EUR 1.88 25.9 6.1 –24.0
Europe 1 Fd OT OT LUX 10/09 EUR 2.71 29.8 8.2 –23.8
Europe 3 Fd EU EQ LUX 10/09 EUR 3.88 27.0 5.9 –24.8
Global Chance/Risk Fd GL EQ LUX 10/09 EUR 0.57 21.7 5.6 –18.9
Global Fd -C- OT OT LUX 10/09 USD 2.07 24.6 10.7 –18.3
Global Fd -D- OT OT LUX 10/09 USD 1.30 24.6 NS NS
Nordic Fd OT OT LUX 10/09 EUR 5.35 33.3 25.8 –14.3

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 10/09 USD 7.09 56.6 51.3 –14.4
Choice Asia ex. Japan -D- OT OT LUX 10/09 USD 1.25 56.6 NS NS
Currency Alpha EUR -IC- OT OT LUX 10/09 EUR 10.43 –4.4 –4.8 0.1
Currency Alpha EUR -RC- OT OT LUX 10/09 EUR 10.34 –4.8 –5.2 –0.4
Currency Alpha SEK -ID- OT OT LUX 10/09 SEK 96.97 –8.2 –8.7 NS
Currency Alpha SEK -RC- OT OT LUX 10/09 SEK 106.46 –4.8 –5.2 –0.4
Generation Fd 80 OT OT LUX 10/09 SEK 7.52 17.8 11.3 –13.4
Nordic Focus EUR NO EQ LUX 10/09 EUR 74.97 50.3 22.6 NS

Nordic Focus NOK NO EQ LUX 10/09 NOK 77.60 50.3 22.6 NS
Nordic Focus SEK NO EQ LUX 10/09 SEK 82.22 50.3 22.6 NS
Russia Fd OT OT LUX 10/09 EUR 8.39 151.3 75.6 –14.9

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 10/09 USD 1.73 24.4 9.8 –17.0
Ethical Glbl Fd -C- OT OT LUX 10/09 USD 0.82 19.8 NS NS
Ethical Glbl Fd -D- OT OT LUX 10/09 USD 0.79 32.6 16.3 –16.4
Ethical Sweden Fd NO EQ LUX 10/09 SEK 38.85 40.9 35.0 –10.5
Index Linked Bd Fd SEK OT BD LUX 10/09 SEK 13.21 3.8 4.9 5.6
Medical Fd OT EQ LUX 10/09 USD 3.06 6.8 3.8 –10.7
Short Medium Bd Fd SEK NO MM LUX 10/09 SEK 8.80 1.1 2.2 2.5
Technology Fd -C- OT OT LUX 10/09 USD 0.20 NS NS NS
Technology Fd -D- OT OT LUX 10/09 USD 2.35 50.6 32.7 –10.6
World Fd -C- OT OT LUX 10/09 USD 27.97 NS NS NS
World Fd -D- OT OT LUX 10/09 USD 2.12 32.4 18.8 –11.6

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 10/09 EUR 1.27 0.0 0.7 1.1
Short Bond Fd EUR -D- OT OT LUX 10/09 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 10/09 SEK 21.95 1.8 3.0 2.7
Short Bond Fd USD US MM LUX 10/09 USD 2.49 –0.3 0.3 1.3

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 10/09 SEK 10.33 2.7 3.1 1.0
Alpha Bond Fd SEK -B- NO BD LUX 10/09 SEK 8.95 2.7 3.1 1.0
Alpha Bond Fd SEK -C- NO BD LUX 10/09 SEK 25.86 2.6 3.0 0.8
Alpha Bond Fd SEK -D- NO BD LUX 10/09 SEK 8.05 2.6 3.0 0.8
Alpha Short Bd SEK -A- NO MM LUX 10/09 SEK 11.08 2.6 3.4 3.1
Alpha Short Bd SEK -B- NO MM LUX 10/09 SEK 10.14 2.6 3.4 3.1
Alpha Short Bd SEK -C- NO MM LUX 10/09 SEK 21.67 2.5 3.3 3.0
Alpha Short Bd SEK -D- NO MM LUX 10/09 SEK 8.20 2.5 3.3 3.0
Bond Fd SEK -C- NO BD LUX 10/09 SEK 42.62 2.6 8.5 6.7
Bond Fd SEK -D- NO BD LUX 10/09 SEK 12.38 2.6 8.6 6.1
Corp. Bond Fd EUR -C- EU BD LUX 10/09 EUR 1.25 14.9 16.8 2.8
Corp. Bond Fd EUR -D- EU BD LUX 10/09 EUR 0.96 15.0 16.9 2.6
Corp. Bond Fd SEK -C- NO BD LUX 10/09 SEK 12.43 15.7 13.8 1.4
Corp. Bond Fd SEK -D- NO BD LUX 10/09 SEK 9.40 15.7 13.8 1.5
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 10/09 EUR 104.20 0.3 7.3 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 10/09 EUR 108.59 4.8 12.0 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 10/09 SEK 1118.13 4.8 12.0 NS
Flexible Bond Fd -C- NO BD LUX 10/09 SEK 21.35 2.3 5.3 4.3
Flexible Bond Fd -D- NO BD LUX 10/09 SEK 11.68 2.3 5.3 4.3

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 10/09 USD 2.57 67.3 52.8 –11.4
Eastern Europe Fd OT OT LUX 10/09 EUR 2.36 38.6 10.4 –22.0

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 10/09 SEK 27.62 64.5 53.5 –14.3
Eastern Europe SmCap Fd OT OT LUX 10/09 EUR 2.48 90.5 28.4 –21.1
Europe Chance/Risk Fd EU EQ LUX 10/09 EUR 1003.37 31.6 7.5 –25.7
Listed Private Equity -C- OT OT LUX 10/09 EUR 126.21 53.2 –17.2 NS
Listed Private Equity -IC- OT OT LUX 10/09 EUR 73.99 79.1 –3.0 NS
Listed Private Equity -ID- OT OT LUX 10/09 EUR 71.78 74.0 –5.9 NS
Nordic Small Cap -C- OT OT LUX 10/09 EUR 125.26 NS NS NS
Nordic Small Cap -IC- OT OT LUX 10/09 EUR 125.58 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 10/09 SEK 79.25 –1.0 –13.1 –14.7
Asset Sele Defensive Acc EUR -C- OT OT LUX 10/09 EUR 101.03 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 10/09 SEK 101.04 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 10/09 USD 102.19 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 10/09 SEK 72.40 –1.1 –13.2 –16.0
Asset Sele Opp C H NOK OT OT LUX 10/09 NOK 106.66 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 10/09 SEK 105.62 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 10/09 EUR 106.46 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 10/09 GBP 106.89 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 10/09 SEK 106.42 NS NS NS
Asset Sele Original C EUR OT OT LUX 10/09 EUR 103.82 NS NS NS
Asset Sele Original D GBP OT OT LUX 10/09 GBP 104.32 NS NS NS
Asset Sele Original ID GBP OT OT LUX 10/09 GBP 104.06 NS NS NS

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 09/24 USD 1076.20 14.5 NS NS
MENA Special Sits Fund OT OT BMU 08/31 USD 1085.58 11.8 NS NS
UAE Blue Chip Fund OT OT ARE 10/01 AED 6.66 45.2 –24.0 –12.1

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 10/08 EUR 29.10 2.6 –2.3 0.6
Bonds Eur Corp A OT OT LUX 10/07 EUR 23.00 10.9 13.9 2.1
Bonds Eur Hi Yld A OT OT LUX 10/07 EUR 20.08 51.1 22.6 –3.8
Bonds EURO A OT OT LUX 10/08 EUR 41.32 4.6 8.0 6.1
Bonds Europe A OT OT LUX 10/08 EUR 39.40 4.0 7.1 5.0
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 –4.7 11.9 0.0
Bonds US OppsCoreplus A OT OT LUX 10/08 USD 36.60 16.1 17.1 9.3
Bonds World A OT OT LUX 10/08 USD 43.78 9.9 15.6 10.7
Eq. China A OT OT LUX 10/08 USD 22.53 50.7 61.4 –20.8
Eq. ConcentratedEuropeA OT OT LUX 10/08 EUR 26.08 26.6 15.3 –21.4
Eq. Eastern Europe A OT OT LUX 10/08 EUR 21.56 63.1 19.2 –29.3
Eq. Equities Global Energy OT OT LUX 10/08 USD 17.63 23.7 14.2 –13.8
Eq. Euroland A OT OT LUX 10/08 EUR 10.53 14.9 6.0 –23.9
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 10/08 EUR 17.18 25.1 19.2 –18.4
Eq. EurolandFinancialA OT OT LUX 10/07 EUR 12.08 43.4 0.3 –22.5
Eq. Glbl Emg Cty A OT OT LUX 10/08 USD 9.35 56.4 45.8 –17.1
Eq. Global A OT OT LUX 10/08 USD 27.08 28.7 21.7 –18.0
Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6
Eq. Gold Mines A OT OT LUX 10/08 USD 30.83 47.4 58.5 2.4
Eq. Japan Sm Cap A OT OT LUX 10/08 JPY 1083.21 19.6 34.6 –24.4
Eq. Japan Target A OT OT LUX 10/09 JPY 1708.30 9.1 19.9 –13.4
Eq. Pacific A OT OT LUX 10/08 USD 10.00 56.6 42.9 –16.4
Eq. US ConcenCore A OT OT LUX 10/08 USD 20.95 29.0 20.3 –12.9
Eq. US Lg Cap Gr A OT OT LUX 10/08 USD 14.43 33.8 15.9 –16.4
Eq. US Mid Cap A OT OT LUX 10/08 USD 28.41 41.8 29.3 –16.7
Eq. US Multi Strg A OT OT LUX 10/08 USD 20.55 28.6 12.2 –18.0
Eq. US Rel Val A OT OT LUX 10/08 USD 20.15 29.7 10.4 –20.1
Eq. US Sm Cap Val A OT OT LUX 10/08 USD 16.13 24.6 0.8 –24.7
Eq. US Value Opp A OT OT LUX 10/08 USD 15.87 22.5 0.1 –24.8
Money Market EURO A OT OT LUX 10/08 EUR 27.38 0.9 1.9 3.1
Money Market USD A OT OT LUX 10/08 USD 15.83 0.5 1.1 2.2

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 10/09 JPY 9043.00 5.1 0.5 –32.6
YMR-N Small Cap Fund OT OT IRL 10/09 JPY 7135.00 11.2 23.5 –30.7

n Yuki 77 Series
Yuki 77 General JP EQ IRL 10/09 JPY 6143.00 4.1 –3.7 –32.8
Yuki 77 Growth JP EQ IRL 10/09 JPY 5771.00 –2.5 –16.5 –37.0

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 10/09 JPY 6578.00 5.4 –2.9 –32.1
Yuki Chugoku JpnLowP JP EQ IRL 10/09 JPY 8009.00 –2.2 2.8 –28.2

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 10/09 JPY 6636.00 –2.0 –9.1 –34.2

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 10/09 JPY 4514.00 –0.8 –8.5 –34.0
Yuki Hokuyo Jpn Inc JP EQ IRL 10/09 JPY 5169.00 –2.1 –9.6 –27.9
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 10/09 JPY 5224.00 11.0 23.8 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 10/09 JPY 4279.00 0.7 –12.0 –36.9
Yuki Mizuho Jpn Dyn Gro OT OT IRL 10/09 JPY 4646.00 3.4 –10.2 –36.7
Yuki Mizuho Jpn Exc 100 OT OT IRL 10/09 JPY 6611.00 8.4 –3.5 –32.1
Yuki Mizuho Jpn Gen OT OT IRL 10/09 JPY 8487.00 5.8 –1.7 –32.8
Yuki Mizuho Jpn Gro OT OT IRL 10/09 JPY 6309.00 0.9 –1.8 –34.3
Yuki Mizuho Jpn Inc OT OT IRL 10/09 JPY 7455.00 –6.3 –11.1 –31.0
Yuki Mizuho Jpn Lg Cap OT OT IRL 10/09 JPY 5057.00 1.5 –7.0 –32.0
Yuki Mizuho Jpn LowP OT OT IRL 10/09 JPY 11961.00 5.5 10.9 –23.7
Yuki Mizuho Jpn PGth OT OT IRL 10/09 JPY 7926.00 3.7 –4.5 –35.1
Yuki Mizuho Jpn SmCp OT OT IRL 10/09 JPY 7326.00 19.5 32.0 –29.7
Yuki Mizuho Jpn Val Sel OT OT IRL 10/09 JPY 5642.00 8.6 2.0 –27.6
Yuki Mizuho Jpn YoungCo OT OT IRL 10/09 JPY 3023.00 26.6 21.1 –34.0

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 10/09 JPY 4473.00 –0.6 –14.9 –37.7

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 10/09 JPY 5349.00 4.9 –3.6 –34.6

Continued from previous page

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 08/31 USD 1439.79 48.6 44.2 NS

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 08/31 USD 1355.45 0.5 4.1 5.9

CMA MultHdge Arbtrge OT OT CYM 07/31 USD 1711.00 –1.7 –9.0 –5.8

CMA MultHdge Balncd OT OT CYM 07/31 USD 1355.67 0.4 4.8 5.8

CMA MultHdge Growth OT OT CYM 08/31 USD 1671.37 2.7 7.0 6.4

CMA MultiHdge Lvrgd OT OT CYM 08/31 USD 942.93 –0.3 1.6 6.7

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 09/30 EUR 100.85 1.4 –18.0 –10.3

D'Auriol Opp F3 EUR EU MM CYM 09/30 EUR 989.58 –1.2 –21.0 –13.6

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 09/11 GBP 1.03 9.1 NS NS

Global Absolute EUR OT OT NA 09/11 EUR 1.52 9.8 NS NS

Global Absolute USD OT OT GGY 09/11 USD 1.93 9.4 NS NS

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 09/18 EUR 85.89 12.5 NS NS
Special Opp Inst EUR OT OT CYM 09/18 EUR 81.01 12.8 NS NS
Special Opp Inst USD OT OT CYM 09/18 USD 91.95 13.9 NS NS
Special Opp USD OT OT CYM 09/18 USD 90.23 13.4 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 09/18 CHF 108.85 9.0 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 09/18 GBP 129.52 9.9 NS NS
GH Fund Inst EUR OT OT JEY 05/29 EUR 91.86 10.0 –10.4 NS
GH Fund Inst USD OT OT JEY 09/18 USD 109.49 11.0 NS NS
GH FUND S EUR OT OT CYM 09/18 EUR 125.14 10.7 NS NS
GH FUND S GBP OT OT JEY 09/18 GBP 129.70 10.3 NS NS
GH Fund S USD OT OT CYM 09/18 USD 146.89 11.3 NS NS
GH Fund USD OT OT GGY 09/18 USD 268.68 10.2 NS NS
Hedge Investments OT OT JEY 08/21 USD 134.41 8.5 NS NS
Leverage GH USD OT OT GGY 09/18 USD 116.57 19.5 NS NS
MultiAdv Arb CHF Hdg OT OT JEY 09/18 CHF 91.97 9.5 NS NS
MultiAdv Arb EUR Hdg OT OT JEY 09/18 EUR 99.86 10.5 NS NS
MultiAdv Arb GBP Hdg OT OT JEY 09/18 GBP 107.67 11.1 NS NS
MultiAdv Arb S EUR OT OT CYM 09/18 EUR 106.41 11.2 NS NS
MultiAdv Arb S GBP OT OT CYM 09/18 GBP 111.35 11.7 NS NS
MultiAdv Arb S USD OT OT CYM 09/18 USD 121.70 12.4 NS NS
MultiAdv Arb USD OT OT GGY 09/18 USD 188.27 11.5 NS NS

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 06/30 USD 111.58 4.2 –14.9 –7.1
Asian AdbantEdge EUR OT OT JEY 08/28 EUR 98.11 10.6 NS NS
Asian AdvantEdge OT OT JEY 08/28 USD 180.05 11.1 NS NS
Emerg AdvantEdge OT OT JEY 08/28 USD 160.24 14.2 NS NS
Emerg AdvantEdge EUR OT OT JEY 08/28 EUR 89.25 13.6 NS NS
Europ AdvantEdge EUR OT OT JEY 08/28 EUR 128.09 11.1 NS NS
Europ AdvantEdge USD OT OT JEY 08/28 USD 135.81 11.3 NS NS
Japan AdvantEdge JPY OT OT JEY 06/30 JPY 7913.02 –2.1 –10.8 –8.6
Japan AdvantEdge USD OT OT JEY 06/30 USD 92.51 –1.7 –9.6 –6.5
Lvgd Alpha AdvantEdge OT OT JEY 06/30 USD 91.87 7.0 –33.1 –19.2
Real AdvantEdge EUR OT OT NA 08/28 EUR 104.84 6.1 NS NS
Real AdvantEdge USD OT OT NA 08/28 USD 104.88 6.3 NS NS
Trading Adv JPY OT OT NA 08/28 JPY 9549.04 NS NS NS
Trading AdvantEdge OT OT GGY 08/28 USD 144.97 –4.4 NS NS
Trading AdvantEdge EUR OT OT GGY 08/28 EUR 131.85 –4.2 NS NS
Trading AdvantEdge GBP OT OT GGY 08/28 GBP 139.01 –4.5 NS NS
US AdvantEdge OT OT JEY 06/30 USD 105.30 2.9 –19.3 –7.5

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 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 10/02 USD 339.67 76.8 –19.7 –35.3
Antanta MidCap Fund EE EQ AND 10/02 USD 570.95 97.0 –33.0 –40.0
Meriden Opps Fund GL OT AND 07/22 EUR 74.42 –14.5 –28.2 NS
Meriden Protective Div OT OT AND 11/24 EUR 78.88 –2.8 NS NS

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 07/31 USD 1299.94 NS –8.4 –4.9

n SEB ALTERNATIVE INVESTMENT
SEB KEY Europe Equity Long Short

Key Europe Long/Short EUR -IC- OT OT LUX 08/31 EUR 90.02 6.0 –5.8 NS
Key Europe Long/Short EUR -RC- OT OT LUX 08/31 EUR 89.39 5.6 –6.4 NS

n SEB KEY Hedge
Key Hedge EUR -IC- OT OT LUX 08/31 EUR 100.36 10.7 2.2 NS

Key Hedge EUR-RC- OT OT LUX 08/31 EUR 99.69 10.3 1.7 NS

n SEB KEY Market Independent II
Key Market Independent II EUR -RC- OT OT LUX 08/31 EUR 94.41 11.4 –1.8 NS

Key Market Independent II SEK -I- OT OT LUX 08/31 SEK 91.67 11.6 –2.2 NS

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 08/31 EUR 86.51 8.7 –10.6 NS

Key Recovery -RC- OT OT LUX 08/31 EUR 85.92 8.3 –11.1 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 10/06 USD 50.79 –39.0 –7.7 14.8

Superfund GCT USD* OT OT LUX 10/06 USD 2524.00 –30.9 –9.3 9.3

Superfund Green Gold A (SPC) OT OT CYM 10/06 USD 1028.64 –11.5 11.9 22.8
Superfund Green Gold B (SPC) OT OT CYM 10/06 USD 1057.06 –21.6 11.2 23.3

Superfund Q-AG* OT OT AUT 10/06 EUR 7079.00 –19.2 –1.1 9.5

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR Cls H OT OT CYM 09/30 EUR 951.96 NS NS NS

Winton Evolution GBP Cls G OT OT CYM 09/30 GBP 955.54 NS NS NS
Winton Evolution USD Cls F OT OT CYM 09/30 USD 1205.96 –4.9 4.0 5.0

Winton Futures EUR Cls C OT OT VGB 09/30 EUR 195.42 –5.1 5.5 10.0

Winton Futures GBP Cls D OT OT VGB 09/30 GBP 210.95 –5.0 6.3 11.1

Winton Futures JPY Cls E OT OT VGB 09/30 JPY 13810.43 –5.5 4.0 7.5
Winton Futures USD Cls B OT OT VGB 09/30 USD 693.03 –5.5 5.1 9.7

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

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

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

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

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

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

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

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

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

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

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 09/30 USD 1378.10 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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CORPORATE NEWS

Pfizer halts new enrollments in drug trial
Lung-cancer therapy in late-stage clinical tests shows high rate of complications, including death

Pfizer Inc. temporarily halted en-
rollment of new patients in a clinical
trial of an experimental lung-cancer
drug, saying the drug was associ-
ated with a higher rate of adverse
events, including fatalities, than for
patients who didn’t get the drug.

The drug, figitumumab, was in a
Phase III, or late-stage, trial in pa-
tients with a form of the disease
known as nonadenocarcinoma,
nonsmall-cell lung cancer.

The trial began around March of
last year and was projected to have
about 820 patients before ending in
2011, according to a U.S. govern-
ment clinical-trial database. Some of
the patients were given figitu-
mumab, also known as CP-751,871, in

addition to paclitaxel and carbopla-
tin, while others received paclitaxel
and carboplatin only.

Pfizer said Friday that an inde-
pendent committee monitoring drug
safety found there were more seri-
ous adverse events in people who
received figitumumab. Pfizer, based
in New York, didn’t immediately dis-
close the number of such events.

It was the latest research setback
for Pfizer, which has struggled to
bring successful new drugs to mar-
ket to offset lost revenue from pat-
ent expirations. Pfizer, maker of
blockbuster cholesterol drug Lipitor
and erectile-dysfunction drug Via-
gra, is in the process of acquiring
Wyeth partly to beef up its research
efforts.

Pfizer is temporarily halting new

enrollment of patients in the figitu-
mumab trial, but currently enrolled
patients may continue their treat-
ment in accordance with the trial
design and in consultation with
their doctors. The company will
work with the drug-safety commit-
tee to analyze the data before issu-
ing further guidance.

A separate study, which tests fig-
itumumab with the drug Tarceva,
continues to enroll new patients,
Pfizer said.

Tarceva is co-promoted by OSI
Pharmaceuticals Inc. and Roche
Holding AG.

Figitumumab belongs to a class
of drugs known as IGF-1R inhibitors,
which block a substance in the body
known as insulin-like growth factor.

The halt of the Pfizer enroll-

ments was reported by CNBC.
Several companies, including

Merck & Co., Eli Lilly & Co. and Bio-
gen Idec Inc., are developing drugs
with similar mechanisms. Most are
biologics, which means they are de-
veloped using living cells, rather
than traditional chemicals.

If they are successful, the IGF-1R
drugs could be lucrative. Research
firm Leerink Swann has estimated
that Pfizer’s compound, which is
among the furthest along in patient
trials, could generate peak annual
sales exceeding $1 billion.

But even before the safety issue
emerged in the Pfizer trial, there
was a known theoretical risk to
IGF-1R drugs: Just as giving insulin
therapy to diabetics can help control
blood sugar, blocking the effects of

insulin or similar substances in can-
cer patients could lead to excess
blood sugar, a marker of diabetes.

An earlier-stage study of figitu-
mumab showed associations with
higher rates of hyperglycemia than
for patients not taking the drug.
Still, some doctors think this is a
manageable side effect, with nonin-
sulin drugs such as metformin able
to control high blood sugar.

It wasn’t immediately known
whether hyperglycemia or related
conditions were a factor in the ad-
verse events or deaths in the halted
Pfizer trial. It also isn’t clear
whether the safety issues with the
Pfizer drug are specific to the drug
itself or represent a “class effect”
that would spell trouble for other
companies’ drugs.

BY PETER LOFTUS

Kimberly
to buy I-Flow in
bid to expand

Kimberly-Clark Corp. agreed Fri-
day to buy I-Flow Corp. for $276
million, in the paper-product com-
pany’s second purchase in the week
of a pain-management company.

Kimberly-Clark said acquiring
the maker of pain-management and
drug-delivery technology would in-
crease its medical-device sales by
more than half and is part of the
company’s strategy to move into
higher-growth, higher-margin medi-
cal devices.

Sales of Kimberly-Clark’s core
brands—which include Huggies dia-
pers, Scott paper towels and
Kleenex tissues—have been under
pressure as consumers increasingly
look to purchase lower-priced prod-
ucts from private-label makers dur-
ing the recession.

Earlier this week, the company
bought privately held Baylis Medical
Co. for an undisclosed price.

“The question is: Are these
smaller acquisitions enough to di-
lute the negative effects of its core
consumer tissue and diaper busi-
ness?” Sanford C. Bernstein analyst
Ali Dibadj said.

Kimberly-Clark’s strategy con-
trasts with that of rival Procter &
Gamble Co., which is selling its pre-
scription-drug business and shifting
focus to lower-priced offerings to
boost its sagging market share as
consumers shun pricier goods.

The deal has a total value of
$324 million, including acquired
cash, and valued I-Flow at $12.65 a
share, 7.6% above its closing price
Thursday and a 31% premium to its
60-day average share price.

Both companies’ boards have ap-
proved the deal, expected to close in
the fourth quarter, and Kimberly-
Clark expects the acquisition to add
to earnings in 2011.

Caris & Co. noted the business
offers potentially attractive margins
if Kimberly-Clark can cut costs.

Kimberly-Clark’s health-care seg-
ment, which had $1.22 billion in
sales last year, includes products for
digestive health, airway manage-
ment and pain management.

Medical-device sales represent
20% of the company’s total health-
care revenue, a Kimberly-Clark
spokeswoman said.

BY KERRY GRACE BENN
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Gl Value A GL EQ LUX 10/08 USD 10.96 29.1 15.7 –24.6
Gl Value B GL EQ LUX 10/08 USD 10.09 28.0 14.5 –25.4
Gl Value I GL EQ LUX 10/08 USD 11.63 29.8 16.5 –24.0
India Growth A - OT OT LUX 10/08 USD 119.80 NS NS NS
India Growth AX OT OT LUX 10/08 USD 104.66 81.2 42.2 –4.9
India Growth B - OT OT NA 10/08 USD 125.80 NS NS NS
India Growth BX OT OT LUX 10/08 USD 89.67 79.8 40.8 –5.8
India Growth I EA EQ LUX 10/08 USD 108.33 81.7 42.7 –4.6
Int'l Health Care A OT EQ LUX 10/08 USD 125.84 7.2 0.0 –13.4
Int'l Health Care B OT EQ LUX 10/08 USD 106.39 6.3 –1.0 –14.2
Int'l Health Care I OT EQ LUX 10/08 USD 137.23 7.8 0.8 –12.7
Int'l Technology A OT EQ LUX 10/08 USD 101.07 38.2 23.2 –16.9
Int'l Technology B OT EQ LUX 10/08 USD 87.78 37.1 22.0 –17.7
Int'l Technology I OT EQ LUX 10/08 USD 113.11 39.0 24.2 –16.2
Japan Blend A JP EQ LUX 10/08 JPY 5757.00 7.3 3.5 –29.5
Japan Growth A JP EQ LUX 10/08 JPY 5675.00 2.0 0.3 –29.5
Japan Growth I JP EQ LUX 10/08 JPY 5829.00 2.7 1.1 –28.9
Japan Strat Value A JP EQ LUX 10/08 JPY 5799.00 12.4 6.5 –30.0
Japan Strat Value I JP EQ LUX 10/08 JPY 5942.00 13.1 7.4 –29.4
Real Estate Sec. A OT EQ LUX 10/08 USD 13.95 30.7 9.5 –20.9

Real Estate Sec. B OT EQ LUX 10/08 USD 12.78 29.7 8.4 –21.7
Real Estate Sec. I OT EQ LUX 10/08 USD 14.97 31.5 10.4 –20.2
Short Mat Dollar A US BD LUX 10/08 USD 7.17 9.2 0.8 –7.8
Short Mat Dollar A2 US BD LUX 10/08 USD 9.58 9.4 0.7 –7.8
Short Mat Dollar B US BD LUX 10/08 USD 7.17 8.8 0.3 –8.2
Short Mat Dollar B2 US BD LUX 10/08 USD 9.54 8.9 0.2 –8.2
Short Mat Dollar I US BD LUX 10/08 USD 7.17 9.7 1.3 –7.2

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 10/08 GBP 7.84 17.7 21.6 –9.5
Andfs. Borsa Global GL EQ AND 10/08 EUR 6.28 8.4 2.0 –20.2
Andfs. Emergents GL EQ AND 10/08 USD 16.33 63.3 50.4 –12.5
Andfs. Espanya EU EQ AND 10/08 EUR 13.53 25.1 13.4 –11.1
Andfs. Estats Units US EQ AND 10/08 USD 14.28 17.1 7.3 –16.2

Andfs. Europa EU EQ AND 10/08 EUR 7.68 18.4 9.9 –17.7
Andfs. Franca EU EQ AND 10/08 EUR 9.38 13.3 7.7 –19.8
Andfs. Japo JP EQ AND 10/08 JPY 487.27 11.2 8.2 –25.5
Andfs. Plus Dollars US BA AND 10/08 USD 9.30 10.3 6.7 –7.3
Andfs. RF Dolars US BD AND 10/08 USD 11.28 10.4 8.9 –0.2
Andfs. RF Euros EU BD AND 10/08 EUR 10.80 20.6 13.8 –1.8
Andorfons EU BD AND 10/08 EUR 14.42 20.9 12.2 –4.0
Andorfons Alternative Premium OT OT AND 08/31 EUR 96.82 4.8 –13.4 –7.6
Andorfons Mix 30 EU BA AND 10/08 EUR 9.45 16.8 7.4 –10.6
Andorfons Mix 60 EU BA AND 10/08 EUR 9.08 11.7 1.0 –17.6

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 10/02 USD 224096.44 66.1 20.7 –8.6

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 10/09 EUR 9.17 –5.2 –6.5 –3.2
DJE-Absolut P GL EQ LUX 10/09 EUR 197.29 12.6 5.7 –10.4
DJE-Alpha Glbl P EU BA LUX 10/09 EUR 173.80 13.0 8.3 –6.6
DJE-Div& Substanz P GL EQ LUX 10/09 EUR 206.51 18.1 16.2 –7.8
DJE-Gold&Resourc P OT EQ LUX 10/09 EUR 168.80 29.1 27.9 –4.7

DJE-Renten Glbl P EU BD LUX 10/09 EUR 129.48 8.2 9.7 2.9
LuxPro-Dragon I AS EQ LUX 10/09 EUR 146.52 57.8 54.0 –12.7
LuxPro-Dragon P AS EQ LUX 10/09 EUR 142.77 57.3 53.2 –13.8
LuxTopic-Aktien Europa EU EQ LUX 10/09 EUR 17.03 18.8 19.6 –4.9
LuxTopic-Pacific AS EQ LUX 10/09 EUR 14.76 63.1 22.5 –18.2

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 10/07 USD 43.25 25.1 –1.9 –11.0
EFG-Hermes MEDA* GL EQ BMU 08/31 USD 22.99 9.7 –31.7 –10.3
EFG-Hermes Saudi Arabia Equity EA EQ SAU 10/04 SAR 6.11 28.9 –19.6 NS
EFG-Hermes Telecom OT EQ BMU 08/31 USD 29.83 16.3 –5.6 –7.2
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By Eric Bellman

MUMBAI—The bickering be-
tween India’s billionaire Ambani
brothers took yet another twist Sun-
day when the younger brother, Anil,
asked for divine help to solve what
court cases and a nasty publicity
campaign have failed to fix.

Anil Ambani, 50 years old, took a
helicopter to pray at the Kedarnath
and Badrinath shrines in the Himala-
yas Sunday. In a widely distributed
news release after his prayers, he
said the pilgrimage has given him
faith that he can
resolve the prob-
lems with his
52-year-old
brother Mukesh
Ambani.

The brothers
have been feud-
ing since 2005,
when they di-
vided up the fam-
ily’s giant tex-
tile-to-telecom
Reliance group,
saying they
couldn’t work together after their fa-
ther passed away in 2002.

The brothers have continued to
fight after the split over different is-
sues, the most important being a
claim by Anil Ambani’s company
that its planned
power plant has
the right to buy
natural gas from
one of Mukesh
Ambani’s compa-
nies at below
market cost.

“The issues
are only a hand-
ful, and the facts
are well known,”
Anil Ambani said
in the release.
“With the bless-
ings of my mother, and invoking the
power of Lord Shiva from this most
sacred of holy places, I am once
again reaching out to Mukesh, and
hope and pray that my feelings will
be reciprocated.”

The price of gas the two ulti-
mately are forced to agree on could
mean billions of dollars in savings
for Anil Ambani’s Reliance Natural
Resources Ltd. or billions in reve-
nues for Mukesh Ambani’s Reliance
Industries Ltd. The two sides are
preparing to start arguments in the
case before India’s Supreme Court.

In response to Anil Ambani’s pub-
lic overture, Reliance Industries is-
sued its own statement saying that
while it also hopes to resolve its differ-
ences with Anil Ambani and his com-
panies, it wonders about his sincerity.

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

Japan revisits corporate-debt purchase program

Old fields are a hot spot
for oil-hungry companies
Getting extra barrels
from existing assets
grows more critical

Mukesh Ambani

Anil Ambani

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

TOKYO—The Bank of Japan is
leaning toward ending measures to
supply funds to the market by buy-

ing corporate debt, but it is likely to
face hurdles that include opposition
from the country’s new government.

Japan’s central bank has been
purchasing corporate bonds and

commercial paper held by financial
institutions since early this year,
joining other major central banks in
taking unorthodox measures to
pump money into markets in the
face of a global financial crisis.

But in recent market operations,
financial firms have sold fewer
bonds and less commercial paper to
the central bank. BOJ officials think
this reflects that companies don’t
need to rely as much on the BOJ for
funds now that Japan’s fund-raising

environment has improved mark-
edly compared with the severe
credit crunch at the start of the year.

“With the improvement in corpo-
rate funding conditions, demand for
the CP and corporate bond pro-
grams has declined sharply. The
[policy] board will start debating
whether the bank will keep these
programs or not in the next board
meeting” on Tuesday and Wednes-
day, though it isn’t likely to make a
final decision then, said a person fa-

miliar with the BOJ’s thinking.
Even if the BOJ does end those

steps, it will still maintain an easy
monetary policy stance overall. Its
policy interest rate will likely remain
at 0.1% for the foreseeable future,
and the bank also will keep a special
program to lend money at a 0.1% rate
with credit assets as collateral.

That the BOJ is considering end-
ing even part of its funding measures
underscores that the worst appears
to be over for financial markets.

By Ben Casselman

BAKERSFIELD, Calif.—Chevron
Corp. is employing new technolo-
gies in hopes of extending the life of
one of the world’s oldest and most
prolific oil fields, a process that is be-
ing replicated elsewhere to help the
energy industry squeeze more out
of aging oil basins.

The Kern River field has pro-
duced more than two billion barrels
of oil in its 110-year history, and
Chevron estimates it still holds an-
other 1.5 billion barrels.

Chevron is using the Kern River
field as a real-world laboratory, test-
ing enhanced recovery techniques
and bringing in engineers from
around the world to learn them.
“The thing about being in this old oil
field,” said Chevron engineer Joe
Fram, “you can try stuff.”

To get as many of those barrels
as possible out of the ground—and
do so cheaply enough to turn a
profit—Chevron is deploying high-
tech temperature sensors to moni-
tor its production, using three-di-
mensional computer models to plan
its wells and filtering waste water
from the fields through walnut
shells so it can be re-used.

Chevron’s renewed focus on
Kern River shows both the opportu-
nities and the challenges facing the
oil industry as the giant discoveries
of the last century, from Alaska’s
Prudhoe Bay to Mexico’s Cantarell,
begin to dry up. Prudhoe Bay, for ex-
ample, has suffered production de-
clines even though more than half
its 25 billion barrels of oil remain in
the ground.

To get the oil out of the Kern
River field, Chevron injects steam

into the ground, which heats the
rock and thins out the gooey liquid
so that it flows more easily to the
surface. The process is far more ex-
pensive than conventional oil pro-
duction, with thin profit margins
that can disappear entirely when oil
prices drop or costs rise.

It has drilled 660 observation
wells equipped with sensors to
track the temperature of the reser-
voir so engineers can see where heat
is most needed, and has developed
its own equipment to direct the
steam there.

Those techniques have allowed
Chevron to use half as much steam
to produce a barrel of oil—for an an-
nual savings of about $300 million,
according to the company.

“By turning the burner down, we
save a lot of money,” said Paul Har-
ness, a senior staff geologist in the
Kern River field.

Giants Exxon Mobil Corp. and
Royal Dutch Shell PLC are showing
interest in such projects. Occidental
Petroleum Corp. has extended the
lives of fields in Oman, Colombia
and West Texas by injecting carbon
dioxide, steam and other substances
into the oil reservoirs.

Occidental President Steve
Chazen said that with fewer new
fields being discovered, maintain-
ing production at old fields is the
only way the industry will be able to
meet demand for oil.

“In the long term, it’s not how
many fields get discovered. It’s keep-
ing the base decline under control,”
Mr. Chazen said.

Chevron hasn’t reversed the
Kern River’s decline, but has man-
aged to slow it. Production is falling
about 2% a year, compared with an
average of 7% a year from 1998 to
2005—which will mean millions of
extra barrels of oil this year.

The company hopes eventually
to coax out as much as 80% of the
field’s oil compared with the 30%
that is typical in many fields around

the world. Kern River had 628 mil-
lion barrels of estimated reserves at
the end of 2007, according to state
data, up 16% from 2004.

Its longevity is already remark-
able. In 1899, a father-and-son
team of oil prospectors, digging by
hand, struck oil by the bank of the
Kern River, 160 kilometers north-
west of Los Angeles. Within four
years, more than 400 different com-
panies were pumping 45,000 bar-

rels of oil a day there, more than
anywhere else in the country at
that time.

If companies can squeeze more
oil out of their old fields, they don’t
need to find as many new ones—less-
ening the risk of expensive failures.
“If you can find a way to find the oil
where you already are, with technol-
ogy, a lot of that risk is gone,” said
John McDonald, Chevron’s chief
technology officer.

THE INTERNATIONAL INVESTOR

Source: Chevron
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Pinpointing the spot to drill
Scientists at Chevron gathered data from 660 surveillance wells to 
create this 3-D rendering of what is below the surface of the Kern 
River oil field in Bakersfield, Calif.
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Extraction
After key 
locations are 
identified, steam 
is injected into 
the rock. This 
heats the oil and 
makes it less 
viscous. It is then 
pumped to the 
surface.

By Megumi Fujikawa,
Tomoyuki Tachikawa
and Takeshi Takeuchi

Anil Ambani
seeks divine aid
to solve a feud
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CORPORATE NEWS

For Carrefour CEO, it’s all about the price
Retailing executive says hypermarkets remain valid format but specialty stores alter the landscape

Lars Olofsson joined Carrefour
SA as chief executive in January, as-
suming one of the most difficult as-
signments in retailing. The super-
center format Carrefour pioneered
nearly 50 years ago—selling goods
ranging from food to clothes to
bikes under one roof—is threatened
as shoppers pick specialized stores.

The French retailer, the world’s
second largest by sales after Wal-

Mart Stores Inc.,
has battled for
years to restore a
low-price reputa-
tion. Mr. Olofsson’s

new efforts, following years of de-
clining market share, come at a crit-
ical moment: French consumers,
fretting over dwindling purchasing
power and high unemployment, are
hunting for bargains and increas-
ingly shopping at discount chains.

The Swedish executive, formerly
of Nestlé SA, needs to get Carrefour
back on track quickly. Its biggest
shareholder—a partnership between
LVMH chief Bernard Arnault and
private-equity firm Colony Capital
LLC—has lost about €1 billion ($1.46
billion) on its investment. Last week,
the company denied plans to sell its
Asian or South American businesses,
a move that would deprive it of its
biggest growth markets.

Mr. Olofsson spent hundreds of
millions of euros in the first half of
the year to reposition Carrefour,
driving its bottom line into the red
for the first time since the 1998
merger that created the grocery gi-
ant. He has cribbed tactics from
other retailers to stress Carrefour’s
low prices. Yet to fix the supercenter
model, experts say, he must reinvent
it.

In an interview, Mr. Olofsson
talked about his belief in a strong
future for hypermarkets, his rela-

tionship with Mr. Arnault and who
does the shopping in his household.

Excerpts:

WSJ: How did Carrefour lose its
way?
Mr. Olofsson: If Carrefour had some
difficulties in the last 10 years or so,
it is because they lost focus on the
consumer. Not everywhere—in my
view, we’re best-in-class internation-
ally—but in Western Europe. Then
new laws in France basically forbade
retailers to compete by price. So
Carrefour went for quality, which I
think was good for the image of the
company but negative in terms of its
price reputation.
The pricing laws have loosened, but
Carrefour from then on wasn’t the

most competitive.

WSJ: What would you have done dif-
ferently?
Mr. Olofsson: Carrefour wasn’t con-
sistent in the execution of its strat-
egy. There has been this ambiguity
between going for the bottom line
or for the top line , and that means
the whole organization hasn’t been
aligned in one clear direction....If I
were to recommend something to
the former management, it would be
to decide on a strategy and stick to
it, execute it. This is what we’re try-
ing to do now.

WSJ: You’ve put a lot of money into
price cuts and promotions. Is it
working?

Mr. Olofsson: In Western Europe,
consumers are buying more of our
own Carrefour brand, which is lower
in price than our supplier brands.
We are maintaining our sales and
seeing a slight increase in volume.
In the first six months of this year,
we had a market-share gain of 0.3%,
which was the first time in two and
a half years that we had a market
share gain over a six-month period.

WSJ: How is your relationship with
Mr. Arnault? Is he happy with the
progress so far?
Mr. Olofsson: He is very close to the
business. For me, he’s a good part-
ner, good shareholder and a de-
manding board member. Once a
month, at least, we get together.

WSJ: He probably isn’t pleased with
the share price?
Mr. Olofsson: He’s not happy with it; I
don’t think anybody is. I’m the first
one who’s not happy with it, because
I think there’s a lot more value to it
than what the market is showing to-
day. But I have presented my strate-
gic plan, and the whole board gave
me full support.

WSJ: Do you see any signs the econ-
omy is improving?
Mr. Olofsson: I don’t see any signifi-
cant signs of an immediate change.
The only part of the world where
they are still dancing the samba is
Latin America.

WSJ: Is the hypermarket model still
valid today?
Mr. Olofsson: It has to change its rea-
son to be. In the 1960s, hypermar-
kets were food-oriented, and then
we complemented food purchases
with nonfood products. But in the
last 15 years, category killers, or
specialty stores, came in, so now we
have to find another reason to be in
nonfood products. In France, we
have about one million people per
day flowing through our hypermar-
kets. People still have an interest in
them.

WSJ: What will you change?
Mr. Olofsson: I’m not sure we can re-
ally be competitive with teenage
clothes, that we are best equipped
to permanently fight against stores
like Zara and H&M. But we’re the
clear leader in kids and baby cloth-
ing, and I don’t see any reason why
we shouldn’t do better.

WSJ: Do you do the shopping in
your household?
Mr. Olofsson: I do some shopping ev-
ery once in a while. I choose a Car-
refour store, and it takes only a half
an hour before employees find me.

BY ELLEN BYRON
AND CHRISTINA PASSARIELLO

‘The only part of the world where they are still dancing the samba is Latin America,’ says Carrefour CEO Lars Olofsson.
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Murdoch Urges China
To Open Up to Media

BEIJING—News Corp. Chief Ex-
ecutive Rupert Murdoch urged
China’s government to allow its me-
dia companies to take advantage of
the opportunities in new media by
addressing copyright piracy and a
lack of competition in the domestic
market that he said could impede
their expansion.

“The digital renaissance offers
China an opportunity to exercise
leadership,” Mr. Murdoch told the
World Media Summit in Beijing,
hosted by the state-run Xinhua news
agency. Alluding to China’s “open
door” policy that ushered in eco-
nomic changes in the late 1970s, Mr.
Murdoch said that the government
now has a chance to open China’s
“digital door.”

Addressing the same forum, Chi-
nese President Hu Jintao pledged to
“continue to make government af-
fairs public, enhance information
distribution, safeguard the legiti-
mate rights and interests of foreign
news organizations and reporters,
and facilitate foreign media cover-
age of China in accordance with
China’s laws and regulations.”

The three-day World Media Sum-
mit, attended by senior officials
from several international media or-
ganizations, is part of a broader
push by China’s state-run media to
exert a greater global influence.

Some foreign human-rights
groups and media advocates have
criticized China’s role in hosting the
forum, given its history of censoring
the domestic media and sometimes
limiting the ability of foreign jour-
nalists to report in China.

Mr. Murdoch noted that China
will be the subject of increasing
criticism as it becomes more impor-
tant globally. “The people in this
hall will sometimes be doing the cri-
tiquing. My personal advice is not to
take it personally,” he said.

He sketched a promising future
for China’s media and entertainment
companies, but he said that authori-
ties also will have to tackle some
major obstacles to realize the goal
of expanding China’s media reach.

“The embrace of the digital is as
vital to China today as its decision
30 years ago to take its place in the
global economy,” he said. News
Corp. owns Dow Jones & Co., which
publishes The Wall Street Journal.

BY SKY CANAVES
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 10/08 USD 10.07 22.7 11.3 –19.2

Am Blend Portfolio I US EQ LUX 10/08 USD 11.84 23.3 12.2 –18.5
Am Growth A US EQ LUX 10/08 USD 29.72 29.8 26.6 –9.6
Am Growth B US EQ LUX 10/08 USD 25.05 28.8 25.4 –10.5
Am Growth I US EQ LUX 10/08 USD 32.88 30.6 27.6 –8.9
Am Income A US BD LUX 10/08 USD 8.46 23.7 22.5 5.6
Am Income A2 US BD LUX 10/08 USD 18.86 23.9 22.5 5.6
Am Income B US BD LUX 10/08 USD 8.46 22.9 21.4 4.8
Am Income B2 US BD LUX 10/08 USD 16.28 23.2 21.6 4.8
Am Income I US BD LUX 10/08 USD 8.46 24.2 23.2 6.3
Am Value A US EQ LUX 10/08 USD 8.21 13.9 9.6 –18.4
Am Value B US EQ LUX 10/08 USD 7.58 13.0 8.6 –19.2
Am Value I US EQ LUX 10/08 USD 8.82 14.5 10.4 –17.7
Asian Technology A OT EQ LUX 10/08 USD 14.27 63.1 45.3 –10.4
Asian Technology B OT EQ LUX 10/08 USD 12.51 61.8 44.0 –11.3
Asian Technology I OT EQ LUX 10/08 USD 15.88 64.0 46.5 –9.8
Emg Mkts Debt A GL BD LUX 10/08 USD 15.78 43.9 37.8 8.2
Emg Mkts Debt A2 GL BD LUX 10/08 USD 20.08 44.3 37.8 8.2
Emg Mkts Debt B GL BD LUX 10/08 USD 15.78 42.9 36.4 7.1
Emg Mkts Debt B2 GL BD LUX 10/08 USD 19.39 43.2 36.5 7.2
Emg Mkts Debt I GL BD LUX 10/08 USD 15.78 44.5 38.5 8.8
Emg Mkts Growth A GL EQ LUX 10/08 USD 32.23 60.8 44.5 –17.0
Emg Mkts Growth B GL EQ LUX 10/08 USD 27.38 59.7 43.1 –17.9

Emg Mkts Growth I GL EQ LUX 10/08 USD 35.66 61.8 45.7 –16.4
Eur Growth A EU EQ LUX 10/08 EUR 6.81 22.3 6.6 –21.1
Eur Growth B EU EQ LUX 10/08 EUR 6.14 21.3 5.5 –21.9
Eur Growth I EU EQ LUX 10/08 EUR 7.41 22.9 7.4 –20.5
Eur Income A EU BD LUX 10/08 EUR 6.64 38.2 23.7 2.7
Eur Income A2 EU BD LUX 10/08 EUR 12.74 38.3 23.4 2.6
Eur Income B EU BD LUX 10/08 EUR 6.64 37.6 22.8 1.9
Eur Income B2 EU BD LUX 10/08 EUR 11.87 37.5 22.6 1.9
Eur Income I EU BD LUX 10/08 EUR 6.64 38.7 24.3 3.2
Eur Strat Value A EU EQ LUX 10/08 EUR 8.27 18.8 3.1 –27.1
Eur Strat Value I EU EQ LUX 10/08 EUR 8.46 19.7 4.1 –26.5
Eur Value A EU EQ LUX 10/08 EUR 8.86 21.7 8.8 –24.0
Eur Value B EU EQ LUX 10/08 EUR 8.16 20.5 7.7 –24.8
Eur Value I EU EQ LUX 10/08 EUR 10.21 22.3 9.7 –23.4
Gl Balanced (Euro) A EU BA LUX 10/08 USD 16.50 17.6 8.9 –14.4
Gl Balanced (Euro) B EU BA LUX 10/08 USD 16.11 16.7 7.8 –15.2
Gl Balanced (Euro) C EU BA LUX 10/08 USD 16.38 17.4 8.5 –14.6
Gl Balanced (Euro) I EU BA LUX 10/08 USD 16.78 NS NS NS
Gl Balanced A US BA LUX 10/08 USD 16.20 21.9 14.2 –12.8
Gl Balanced B US BA LUX 10/08 USD 15.44 21.0 13.1 –13.7
Gl Balanced I US BA LUX 10/08 USD 16.77 22.5 15.0 –12.2
Gl Bond A US BD LUX 10/08 USD 9.31 12.4 13.7 5.1

Gl Bond A2 US BD LUX 10/08 USD 15.98 12.5 13.7 5.1
Gl Bond B US BD LUX 10/08 USD 9.31 11.5 12.6 4.0
Gl Bond B2 US BD LUX 10/08 USD 14.03 11.6 12.5 4.0
Gl Bond I US BD LUX 10/08 USD 9.31 12.8 14.3 5.7
Gl Conservative A US BA LUX 10/08 USD 14.79 14.8 11.5 –5.1
Gl Conservative A2 US BA LUX 10/08 USD 16.73 14.7 11.5 –5.1
Gl Conservative B US BA LUX 10/08 USD 14.77 13.9 10.3 –6.0
Gl Conservative B2 US BA LUX 10/08 USD 15.93 13.9 10.3 –6.0
Gl Conservative I US BA LUX 10/08 USD 14.84 15.5 12.4 –4.3
Gl Eq Blend A GL EQ LUX 10/08 USD 11.35 27.0 12.3 –24.5
Gl Eq Blend B GL EQ LUX 10/08 USD 10.68 26.1 11.1 –25.2
Gl Eq Blend I GL EQ LUX 10/08 USD 11.95 27.8 13.2 –23.9
Gl Growth A GL EQ LUX 10/08 USD 40.34 25.1 8.9 –24.4
Gl Growth B GL EQ LUX 10/08 USD 33.75 24.1 7.8 –25.2
Gl Growth I GL EQ LUX 10/08 USD 44.71 25.9 9.8 –23.8
Gl High Yield A US BD LUX 10/08 USD 4.26 54.8 31.6 2.1
Gl High Yield A2 US BD LUX 10/08 USD 8.93 55.0 31.1 2.0
Gl High Yield B US BD LUX 10/08 USD 4.26 53.3 29.7 0.8
Gl High Yield B2 US BD LUX 10/08 USD 14.39 53.9 29.9 0.9
Gl High Yield I US BD LUX 10/08 USD 4.26 55.7 32.6 2.7

Please turn to next page

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com
 Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001
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Nikkei rallies past 10000;
Shanghai advances 4.8%

Latin America Equity
Funds that invest mainly in Latin American companies. At least 75% of total assets are in-
vested in equities. Ranked on % total return (dividends reinvested) in U.S. dollars for one
year ending October 09, 2009

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

4 KBC Equity KBC Asset EURiBelgium 88.05 101.32 –2.00 28.15
Latin America Acc Management (BE)

3 FF - Latin Fidelity (FIL USDiLuxembrg 98.71 96.40 –3.03 27.61
America A USD (Luxembourg) S.A.)

NS iShares MSCI Barclays Global USDiIreland 90.98 93.76 NS NS
Latin America Investors

2 Sabadell BS Bansabadell EURiSpain 94.81 88.77 –5.81 23.97
América Latina Bolsa FI Inversión

5 Sydinvest Sydinvest DKKiDenmark 95.54 88.37 0.89 31.35
Latinamerika

NS db DB Platinum USDiLuxembrg 89.69 87.24 –3.59 NS
x-trackers MSCI EM LATAM TRN Index Advisors

2 BBVA Bolsa BBVA Asset EURiSpain 82.95 87.13 –7.04 23.39
Latam FI Management

4 CS EF (Lux) Credit Suisse Eq USDiLuxembrg 88.82 86.46 –6.05 26.83
Latin America Aberdeen B Fd Management Company

NS Manulife GF Manulife Global USDiLuxembrg 91.45 86.19 –8.32 NS
Latin America Eq AA Fund

4 Gartmore Gartmore SICAV EURiLuxembrg 86.07 85.62 –5.39 28.52
SICAV Latin America A

Aabar takes stake in Banco Santander unit
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It’s traders vs. investors
Dividend-focused
options trade tends
to benefit the pros
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Japanese shares rallied on the
back of a modest pullback in the yen,
with the benchmark index reclaiming
ground above the 10000 mark Friday.

In Tokyo, the Nikkei Stock Aver-
age of 225 companies rose 1.9% to

10016.39, and
snapped a three-
week-long losing
streak with a 2.9%
gain. The market

will be closed Monday for Health-
Sports Day.

A change in presidency at con-
sumer lender Promise triggered buy-
ing that spilled over to other finan-
cial-sector stocks. Promise surged
13%, as did Aiful. The Topix “other fi-
nancial services” subindex rose 3.8%.

Brokerage firms were also
sharply higher, with Nomura Hold-
ings up 4.6%.

Gains in Shanghai stocks helped
steelmakers perform strongly,
spurred by hopes for China’s eco-
nomic recovery. Nippon Steel added
3.1%.

Metals and mining stocks across
the region were higher after the re-
cent rally in base-metal prices.

Chineseshares rose after the week-
longNational Day and midautumn fes-
tival holidays, with the Shanghai Com-
posite gaining 4.8%, for both the day

and the week, to 2911.72.
Zhongjin Gold, Shandong Gold-

Mining, Jiangxi Copper, Yunnan Cop-
per, Aluminum Corp. of China and
Tongling Nonferrous Metals Group
all jumped by their daily 10% limit.

In a Hong Kong debut, shares of
Wynn Macau ended up 6.9% at 10.78
Hong Kong dollars ($1.39), com-
pared with the initial public offering
at HK$10.08, in heavy trading.

Elsewhere in Asia, South Korea’s
Kospi Composite added 1.9% to
1646.79 to eke out a small weekly
gain, while India’s Sensex fell 1.2% to
16642.66, bringing its weekly de-
cline to 2.9%.

The earnings season and stocks’
rapid rises were causes for concern
around Asia, despite gains in U.S.
and European markets, analysts
said. “With a rush of U.S. earnings
starting next week, traders still
can’t determine which way Wall
Street is moving,” Nikko Cordial
strategist Tsuyoshi Kawata said.

South Korean shares were stron-
ger in moderate volume after the
Bank of Korea left its key interest
rate unchanged at 2%.

Samsung Electronics jumped
4.9% after falling in the previous
five sessions, Hyundai Motor ad-
vanced 5.4% and Shinhan Financial
Group gained 4.2%.

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

By Stefania Bianchi

DUBAI—Abu Dhabi’s Aabar In-
vestments PJSC said Sunday that it
has taken a $328 million stake in the
Brazilian unit of Banco Santander
SA, as the biggest shareholder in lux-
ury auto maker Daimler AG contin-
ues its ambitious diversification
drive.

Aabar bought American deposi-
tary shares issued by Banco
Santander (Brasil) S.A. following its
initial public offering, the company

said in a statement on the Abu Dhabi
Exchange Web site.

“We are delighted to have had
the opportunity to invest in such a
strong and successful entity,” Aabar
Chairman Khadem Al Qubaisi said in
the statement. “We hope to con-
tinue to strengthen and develop the
existing relationship we have with
Banco Santander and look forward
to working with them in the future.”

Spanish financial giant Banco
Santander SA raised $8.1 billion
with an initial public offering of

shares in its Brazilian unit last week,
the largest IPO in the world this
year. The bank sold its shares in Bra-
zil and to foreign investors in the
U.S. in the form of American deposi-
tary shares.

Aabar, which is majority owned
by Abu Dhabi state fund Interna-
tional Petroleum Investment Co., in-
vests in non-energy assets on behalf
of its owner as part of the govern-
ment’s strategy to diversify its econ-
omy away from oil and broaden its
industrial base.

By Tennille Tracy

A complex options trade that
pits sophisticated traders against
normal investors is gaining in popu-
larity.

While any investor can conduct
the options trade, known as a “divi-
dend spread arbitrage,” the reality
is that professional traders—mar-
ket makers who buy and sell options
for a living—have an advantage over
smaller investors.

The trade is rising in prominence
at a time when U.S. securities regula-
tors are scrutinizing certain trading
practices, such as those involving
lightning-fast trading systems, that
may place certain investors at an un-
fair disadvantage.

The dividend-spread-arbitrage
trade is conducted in the options of
companies that are about to issue
dividends and has become more
common as exchanges have taken
steps to limit trading fees.

Specifically, the trade takes
place on the day before a company’s
stock goes “ex-dividend,” when a
company compiles a list of its share-
holders for the purposes of issuing a
dividend. Since a company’s stock
will typically drop in price after this
date—usually by the amount of the
dividend—the company’s call op-
tions, which convey the right to buy
the stock, also will decline in value.

Market makers who know how
the event affects options try to take
advantage of the situation by selling
call options they don’t own with the
goal of buying them back later when
the options are cheaper. The trade is
considered controversial in part be-
cause it takes advantage of inves-
tors whose calls haven’t been exer-
cised before the ex-dividend date.

“The amount of money left on
the table [is] a crying shame and
part of it is because brokers don’t
tell their customers to exercise,”
said Jud Pyle, a market analyst with
PEAK6 Investments.

The trade also prompts debate
because individual investors find it
nearly impossible to do. Unlike mar-
ket makers, individual investors
aren’t allowed to maintain short and
long positions in the same option—
often a crucial component of the
transaction. And individual inves-
tors typically lack the resources to
buy and sell thousands of contracts
at once, another characteristic that
makes the trade worthwhile.

This is how the trade often
works: Market makers will buy and
sell thousands of call options in a
company whose stock is poised to go
ex-dividend. Usually trading be-
tween themselves, they establish
long and short positions in the same
option. But before the session ends,
the market makers will exercise the
calls they bought while maintaining
short positions in the calls they sold.

On July 28, one day before Cono-
coPhillips went ex-dividend, traders
appear to have bought and sold thou-
sands of August $38 calls in the en-
ergy company. Before the session
ended, the traders who conducted
the arbitrage trade would most likely
exercise the August $38 calls they
bought and maintain short positions
in August $38 calls they had sold.

That night, Options Clearing
Corp. would process the day’s
trades. For every investor who had
exercised a call option they owned,
the OCC would randomly assign the
contract to an investor who was
short the call option. Invariably, the
OCC would assign some of the op-
tions to the traders who were short.
But for every option in which they
were able to stay short, the traders
could buy it back at a cheaper price.

In order for the trade to work, in-
vestors who own the call options—
often individual investors—have to

hold on to them through the ex-divi-
dend date. That is because investors
who exercise their call options force
the OCC to assign the options to trad-
ers who are short and thereby elimi-
nate the potential for arbitrage.

In theory, all investors who own
“in the money” call options should
exercise their contracts before ex-
dividend dates. By doing so, they un-
wind out of options that are about to
decline in value and take ownership
of stock that is about to issue a divi-
dend. In reality, however, some in-
vestors fail to exercise and for vari-
ous reasons: they aren’t monitoring
ex-dividend dates or because it isn’t
economically feasible to do so.

While some question the fair-
ness of the trade, although not the le-
gality of it, others say the trade is
harmless and that market makers
are merely collecting profits that
would otherwise be wasted. “If
there’s a penny on the ground and I
see it, should I not pick up the
penny?” said Phil Gocke, president
of the options trading company
Brite Sky LLC.

The dividend trade has become a
bone of contention among the vari-
ous options exchanges—namely be-
tween those that play host to the
trade and those that don’t.

The OCC and the Securities and Ex-
change Commission have reviewed
the trade and haven’t imposed any re-
strictions on it, exchange officials
said. “It’s not an exchange’s obliga-
tion to deem what is proper or fair,”
said Ed Boyle, head of NYSE Euro-
next’s U.S. options division. “That’s
the job of the regulators.”

The International Securities Ex-
change, one of the largest options ex-
changes in the U.S., says the trade
poses a systemic risk to the industry
and should be curbed. “It could be-
come an issue and the industry
needs to do something about it,” said
ISE Chief Executive Gary Katz. “Not
because something has gone wrong
but because it is time to fix a prob-
lem that nobody wants to address.”
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GM seals pact for Hummer sale
Purchase of truck brand marks first Chinese foray into U.S. auto market

General Motors Co. on Friday
completed an agreement to sell its
Hummer truck brand to a Chinese
machinery manufacturer, marking a
Chinese company’s first major entry
into the U.S. auto market.

Sichuan Tengzhong Heavy Indus-
trial Machinery Co. bought Hummer
in a $150 million transaction, ac-
cording to several people familiar
with the deal. GM will continue to
manufacture the vehicles until no
later than 2012, when Tengzhong
will take overproduction.

With Hummer, Tengzhong hopes
to create a stable of trucks that are
more fuel-efficient and environmen-
tally friendly than the current
lineup, which had become synony-
mous with America’s addiction to
gas-guzzling sport-utility vehicles.
The company is working to develop
a diesel powered Hummer to sell
outside North America.

Tengzhong will buy the Hummer
brand, trademark and intellectual-
property rights, and Hummer deal-
ers will continue to operate under
the contracts they had in place with
GM.

The deal, which needed the
blessing of China’s government, is a
Chinese company’s first full-fledged
acquisition of a troubled auto brand
in the wake of the global economic
crisis.

India’s Tata Motors Ltd. last year
bought Ford Motor Co.’s premium
Jaguar and Land Rover brands.
China’s Geely Automotive is inter-
ested in buying Ford’s remaining in-
ternational brand, Volvo Cars.

Such potential deals highlight
Chinese companies’ global ambi-
tions, but a question remains as to
whether companies like Tengzhong
will be able to revitalize troubled
auto brands, especially given execu-
tives’ limited experience running
global operations.

The Hummer brand is an off-
shoot of a military vehicle known as
the Humvee. The civilian nameplate
was created in 1998 as Americans
were flocking to ever-larger sport-
utility vehicles. Hummer’s first civil-
ian model, the H2, dwarfed most
other cars and for a time fit the na-
tional mood, with fuel prices low
and Americans benefiting from the
high-tech-stock boom.

GM fell into financial trouble in
2005 and shortly thereafter was
urged to sell Hummer and other
niche brands by board member Jer-
ome B. York. Instead, GM held on to
Hummer and saw its sales plunge
when gasoline prices spiked to $4 a
gallon.

Hummer’s turnaround will likely

prove a challenge, especially in the
U.S., where the market for SUVs has
fallen in recent years. Hummer sales
are down 64% so far this year, com-
pared with the same period a year
ago, and GM in September sold just
426 of the vehicles nationwide.

Jim Lynch, owner of Lynch Hum-
mer in St. Louis, said the sale at
least provides clarity to customers.
“There were people who were con-
sidering purchasing a Hummer but
waiting because they didn’t known
if the brand would be around or
not,” Mr. Lynch said.

Tengzhong plans to leave the
bulk of Hummer’s operations in the
U.S. Hummer LLC will set up a new
headquarters in Detroit or in a sub-
urb north of the city and has com-

mitted to spending $9.4 million on
the facility.

Tengzhong is buying 80% of
Hummer, with local tycoon Li Yan
acquiring the rest through Lumena
Resources Corp. The 46-year-old is
chairman of LumenaSichuan-based,
which he founded and listed on the
Hong Kong Stock Exchange in June.,
one of the world’s biggest makers of
sodium sulphate, a raw material-
which is used in detergents, glass
and pharmaceutical products.

Sealing the sale of Hummer
comes little more than a week after
GM’s planned sale of the Saturn
brand to Penske Automotive Group
Inc. fell through.

—Norihiko Shirouzu and Jeff
Bennett contributed to this article.

BY SHARON TERLEP

A Hummer attracted onlookers at a Beijing auto show last month. The GM brand is being sold to a Chinese company.
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FCC probes Google’s phone-management service
WASHINGTON—The Federal

Communications Commission
opened an inquiry Friday into
whether Google Inc.’s phone-man-
agement service is restricting calls.

The service, dubbed Google
Voice, lets people link all of their
phones to a common number and
to manage calls and messages
through a single Web site. It can
also be used to send and receive
calls and text messages.

Google has reserved the right to
restrict outgoing calls to some
phone numbers, including adult

chat lines and conference-call cen-
ters, which charge higher access
fees to carriers. Blocking such calls
reduces Google’s expenses for the
service.

In a letter to the Internet com-
pany, the FCC asked how Google
Voice identifies phone numbers
that are restricted and how it noti-
fies customers of those restric-
tions.

Richard Whitt, Google’s Wash-
ington telecom and media counsel,
said in a blog post Friday that
Google restricts calls to certain lo-
cal phone numbers because “they
charge exorbitant termination

rates” and “partner with adult sex
chat lines and ‘free’ conference
calling centers to drive high vol-
umes of traffic.”

AT&T Inc. has said Google is vi-
olating rules designed to ensure
that phone companies connect all
calls. Earlier this week, lawmakers
asked the FCC for an investigation,
saying the practice could hurt rural
customers.

Google says its phone-manage-
ment service isn’t subject to com-
mon-carrier telephone rules be-
cause consumers can use it only if
they have a traditional telephone
line. “Google Voice is a free Web

application, one intended to sup-
plement and enhance existing
phone lines, not replace them,” Mr.
Whitt said.

The FCC asked Google to ex-
plain how Google Voice fits within
current telecommunications law
and whether the service competes
with other telecommunications
services.

The inquiry into Google Voice
illustrates the challenge the FCC
faces in regulating new-media
products. Google Voice uses a mix
of traditional phone-line services
and Web connections, which are
subject to different rules.

BY FAWN JOHNSON

Telstra assails Australia’s planned telecom changes
MELBOURNE, Australia—Telstra

Corp. said the Australian govern-
ment’s planned reforms to telecom-
munications legislation would de-
stroy shareholder value and create
uncertainties over Canberra’s
planned 43 billion Australian dollar
(US$38.87 billion) national broad-
band network.

In a submission to a Senate in-
quiry into the planned reforms, Tel-

stra said the plans could “poten-
tially destroy value for the 1.4
million Australian shareholders who
purchased Telstra shares from the
government over the past 12 years
and have a significant detrimental
impact on our employees.”

Last month, the Australian gov-
ernment unveiled proposed amend-
ments to telecommunications laws
that would see Telstra either volun-
tarily split its retail and wholesale
networks or face tighter regulations,

create the potential for forced asset
sales, and be barred from buying
new mobile spectrum, which is a
key growth area.

Communications Minister Ste-
phen Conroy has said the changes
are aimed at improving competition
in the fixed-line broadband sector
ahead of the rollout of Canberra’s
planned NBN.

Mr. Conroy wants Telstra—a
former government monopoly—to
make a decision by year-end.

“Telstra has no choice but to op-
pose the passage of the bill in its
current form,” Telstra Chief Execu-
tive David Thodey said.

The planned high-speed broad-
band network—a key policy objec-
tive for Prime Minister Kevin Rudd
and his government—will leave
large parts of Telstra’s existing
fixed-line network redundant and
many analysts expect the company
will sell parts of the network into
the NBN.

BY LYNDAL MCFARLAND

GLOBAL
BUSINESS

BRIEFS
Telefónica SA

Telefónica raises dividend
but lowers revenue forecast

Telefónica SA pledged to in-
crease shareholder returns with
higher dividends but lowered its
forecast through 2012 amid falling
revenue in mature European mar-
kets. “Two years ago when we met,
no one would have expected the
most profound economic downturn
in decades,” Telefónica’s Chairman
César Alierta said in the company’s
biannual Investors Day. The Madrid-
based company, Europe’s largest
telecommunications company by
market value, on Friday pledged to
pay a €1.40 ($2.07) dividend for
next year, up 22% from this year,
and that its 2012 dividend would be
at least €1.75 a share. The company
said its revenue compound annual
growth rate until 2012 would in-
crease between 1% and 4%. Two
years ago, Telefónica had forecast a
rate of between 5% and 8% for 2006
to 2010.

Infosys Technologies

Infosys Technologies Ltd., one
of India’s biggest software exporters
by revenue, posted a 7.5% increase
in quarterly profit and raised its
full-year outlook, a sign that info-
rmation-technology spending is
starting to rebound globally. Infosys
Chief Executive S. Gopalakrishnan
said tech spending is beginning to
stabilize. Among the big deals for
Infosys in the quarter was a slice of
the software-outsourcing work
awarded by U.K. oil giant BP PLC.
Mr. Gopalakrishnan said such ven-
dor consolidation, as well as major
mergers in the U.S. and U.K. finan-
cial sectors, are creating growth op-
portunities for Indian outsourcing
firms. For its fiscal second quarter
ended Sept. 30, the company posted
15.4 billion rupees ($328 million), up
from 14.32 billion rupees a year
earlier. Revenue rose 3.1% to 55.85
billion rupees from a year earlier
and 2.1% from the previous quarter.

Yohji Yamamoto Inc.

Japanese fashion design firm
Yohji Yamamoto Inc. said it filed
for bankruptcy protection Friday,
marking the latest setback for high-
end brands in Japan. The firm listed
debts totaling six billion yen ($67.8
million), according to a spokes-
woman in Tokyo. The firm, which
cited the soft global economy, said
it will continue to operate while un-
der bankruptcy protection. Integral
Corp., an investment firm based in
Tokyo, said it will acquire the busi-
ness out of bankruptcy. Integral said
the restructured company will seek
to strengthen Yohji Yamamoto’s
channels for retail and wholesale
distribution.

Executive Travel Program

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

www.thinkmediaoutdoor.be
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How Occidental scored a Citi unit cheaply
Andrew Hall factor,
bailout hurt bank
at bargaining table

Cross one headache off the list at
Citigroup Inc.

Defusing a potential showdown
with the Obama administration, the
bank agreed to sell its Phibro LLC en-
ergy-trading business to Occidental
Petroleum Corp. for a bargain-base-
ment price.

Occidental, the fourth-largest
U.S. oil company by market capitali-
zation, said Friday that it will get
the lucrative operation’s assets and
star trader Andrew Hall, who could
have earned as much as $100 million
this year after pocketing $98.9 mil-
lion for 2008. Citi’s obligation to pay
a percentage of the secretive oil-
and gas-trading unit’s annual profit
to Mr. Hall became a political land-
mine this summer when Treasury
Department official Kenneth Fein-
berg began reviewing compensa-
tion at seven U.S. companies that
got taxpayer-funded bailouts.

Mr. Feinberg, who is completing
his pay reviews this month, urged
Citi executives to unload Phibro,
based in Westport, Conn., warning
that he would issue a ruling likely to
embarrass the banking giant if it hon-

ored Mr. Hall’s contract, according
to people familiar with the situation.

Citi had little leverage to resist
the pressure. The government is the
largest shareholder in the company,
owning a 34% stake as a result of
$45 billion in capital pumped into
the bank in the past year. Regulators
also have expressed concerns that
the bank is too big to manage.

In a sign that Citi was a moti-

vated seller, Phibro is fetching just
the net value of the unit’s assets, es-
sentially its trading positions. “If
you’ve got to sell, why should I pay a
premium? What leverage does the
seller have?” Steve Chazen, Occiden-
tal’s president and chief financial of-
ficer, said in an interview Friday.
“They would never sell this if it
wasn’t for the pressure of the gov-
ernment, in my opinion.”

Citi responded that the deal is
consistent with its efforts to slim
down and focus on serving clients,
instead of placing financial bets
with the company’s own money. Citi
still is trying to unload its U.S. mort-
gage and consumer-finance arms
and some credit-card portfolios.
This year, the bank sold a control-
ling stake in its Smith Barney retail
brokerage to Morgan Stanley, spin-
ning off the unit into a joint venture.

Occidental said its “net invest-
ment” in Phibro will be about $250
million. The purchase price wasn’t
publicly disclosed. A Citi executive
said the company expects to receive
about $450 million from Occidental.
Occidental disputed that figure, say-
ing it will pay the market value of
Phibro’s holdings, but won’t pay any-
thing for the business itself.

Terms of the agreement call for
Mr. Hall and his team to remain with
Phibro. They also agreed to defer
portions of their 2009 pay for at
least two years, said a person famil-
iar with the matter. The trader was
described by someone familiar with
his thinking as happy to be joining
the Los Angeles oil producer and re-

lieved to end the political contro-
versy that erupted in late July.

Phibro generated roughly
$667 million of revenue last year,
just a sliver of Citi’s total revenue of
$53 billion. But the trading opera-
tion was one of the few profitable
businesses at the bank, which
posted a net loss of $28 billion. It
won’t be easy for Citi to replace the
reliable returns it got from Phibro.

The addition of Phibro, with
$1.86 billion in earnings in the past
five years, could deliver a substan-
tial financial boost to Occidental,
which had pretax income last year of
about $11 billion. It also brings Occi-
dental a trader who has achieved leg-
endary status in the energy industry.

“He has made money every year
for the company he works for—a lot
of money,” said Thomas O’Malley,
who used to be Mr. Hall’s boss at
Phibro when it was part of Salomon
Brothers and now is chairman of
Petroplus Holdings AG. “I don’t know
anyone else in the entire oil business
who can fill his shoes. I think you’ve
got a unique individual.”

Mr. Feinberg has stressed that he
is “not dictating anything” to the
seven companies whose pay he over-
sees. Still, the deal underscores his
clout. Since June, Mr. Feinberg has
been working with companies to re-
negotiate some contracts with top
employees, persuading many highly
paid traders to accept less money, ac-
cording to people familiar with the
matter. He is planning to reduce the
cash that many employees take
home by shifting a large portion of

their salaries into stock that can’t be
accessed for several years.

Mr. Feinberg has the authority to
push firms to renegotiate pay pack-
ages he considers excessive or fac-
tor the amount into an employee’s
overall pay and use that calculation
to bring down total compensation.

As he works to complete his re-
view, Mr. Feinberg must also decide
with whether to weigh in on the esti-
mated $68.8 million retirement pack-
age that Bank of America Corp. Chief
Executive Kenneth D. Lewis is set to
collect, according to people familiar
with the matter. The Charlotte, N.C.,
bank declined to comment.

The Phibro sale has been in the
works since summer, when Citi-
group submitted a list of its highest-
paid executives to Mr. Feinberg. Citi-
group argued that Mr. Hall’s pay was
outside Mr. Feinberg’s purview, be-
cause his contract was signed before
Citigroup received taxpayer funds.

In his talks with Citi executives,
Mr. Feinberg pushed the company
to renegotiate its contract with Mr.
Hall and drastically reduce his pay
package. Otherwise, Mr. Feinberg
was prepared to declare Mr. Hall’s
pay “against the public interest,”
according to a person familiar with
the matter. Such a finding would
have embarrassed Citi and likely
triggered congressional hearings.

Hoping to avoid a political brawl,
Citi and Mr. Hall acceded to Mr. Fein-
berg’s urgings that Mr. Hall and
some deputies defer their compensa-
tion until the division was sold or
Citi had repaid its $45 billion.

U.K. consumers forecast
to face a huge energy bill

By the numbers
$1.86 billion
Phibro’s earnings during the past 
five years

$667 million
Citigroup’s 2008 revenue from 
Phibro

$250 million
Value of Phibro acquisition

$98.9 million
Andrew Hall’s pay in 2008

$49.9 million
Occidental Petroleum CEO Ray 
Irani’s 2008 compensation

$38.2 million
Citigroup CEO Vikram Pandit’s 
2008 compensation

Note: Citigroup revenue figure reflects 
commodities trading that the company said 
“primarily includes” Phibro. CEO compensation 
includes direct compensation only.

Source: the companies

MONEY & INVESTING

By Selina Williams

And Alex MacDonald

LONDON—British consumers
will need to spend hundreds of bil-
lions of pounds over the next 10 to 15
years to ensure the country can
meet its targets to cut carbon emis-
sions and shore up its energy secu-
rity, the nation’s energy regulator Of-
gem said Friday.

As much as £200 billion ($317 bil-
lion) needs to be spent on energy-re-
lated infrastructure, such as new
powerplants,gas-storagefacilities,up-
graded power grids and increased use
of renewable energy, the watchdog
said. The bulk of those costs will be
paid by, or passed along to, customers.

Ofgem warned that energy bills
could rise as much as 60% over the
period if wholesale energy prices re-
main volatile, though the figure may
vary depending on global economic
recovery, levels of infrastructure in-
vestment and the government’s en-
vironment targets.

“These are big challenges. Con-
sumers are already enduring high
energy prices,” said Ofgem Chief Ex-
ecutive Alistair Buchanan.

Britain has a binding European
Union target to meet 15% of its energy
demand from renewable sources by
2020, from around 2% now, as part of
a plan to cut emissions.

The report also found that Brit-
ain will need to make significant
changes in the way it generates and
consumes power to manage fluctua-
tions in power generation resulting
from the nation’s increasing depen-
dence on intermittent wind power.

Ofgem forecasts domestic en-

ergy bills could rise between 14%
and 23% by 2020, as the U.K. seeks
to invest between £95 billion and
£200 billion to secure energy sup-
plies and lower carbon emissions. In
a worst-case scenario, annual house-
hold energy bills could spike more
than 60% to almost £2,000 in 2016.

Utility companies agreed that
massive investments need to be
made, and called on the U.K. govern-
ment to speed the planning process
for new coal and nuclear-power
plants and grid links, and lay out a
clear policy framework so invest-
ments could be made.

The British government, which
has championed liberalized and
competitive energy markets, has
been reluctant to directly subsidize
investments utilities need to make
to ensure the lights stay on.

As a result, investment in new in-
frastructure such as renewable en-
ergy and gas-storage capacity has
lagged behind other European coun-
tries. Private energy companies
haven’t had the confidence to invest
in the U.K.’s energy infrastructure
because of a lack of clear direction
from the government, critics say.

The Conservative Party, which is
currently leading the polls, has
pledged that if elected it will immedi-
ately approve five gigawatts of clean
coal capacity, push through planning
guidance for new nuclear power sta-
tions and step up efforts to boost the
electricity network to cope with
more renewable generation.

Earlier this year Ernst & Young
estimated U.K. energy companies
would need to invest £199 billion
through 2025 to meet emissions tar-
gets and boost renewable energy.

By David Enrich,
Ben Casselman

and Deborah Solomon

Copyright 2009. All rights reserved etc
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Attack adds to pressure on Pakistan
Weekend violence at army headquarters leaves 19 dead as government prepares assault on Mehsud Taliban

As demonstrations mounted, leaders weighed reforms

Pakistani soldiers guard army headquarters on Sunday in Rawalpindi, outside Islamabad, site of a Taliban attack over the weekend.
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ECONOMY & POLITICS

As we 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.

By mid-October 1989, mixed sig-
nals were flying about East Germa-
ny’s future course.

East German church leaders and
Communist Party moderates held un-
precedented meetings to discuss de-
mands for democratic freedoms, just
days after 70,000 people had
marched peacefully through Leipzig.
While officials hinted at a possible
compromise, hard-line Communist
rulers in East Berlin renewed their
criticismofstreetdemonstrations.At
the same time, leader Erich Honecker
said China’s Tiananmen Square mas-
sacre should serve as a warning to
East German demonstrators.

The country’s Communist leader-
shipreaffirmed thenation’s commit-
ment to socialism, but said demands
for the types of changes sweeping
much of Eastern Europe “are open to

discussions.” According to party
sources, the ruling body also warned
of possible labor unrest and de-
mandedareport onthenation’s “crit-
ical situation” from Mr. Honecker.

TheTimesofLondonreportedthat
atrickleofEastGermanrefugeeswere
returning home. “I would be ashamed
to be here and not out on the streets
withmyfriends,”saidone25-year-old
arriving in Leipzig, East Germany.

In its Washington Wire column,
the Journal wrote of the tricky for-
eign-policy test the East German tur-
moilposed for U.S. leaders.Seniorna-
tional-security aides conceded they
were surprised at the mass exodus by
East Germans. West German officials
advised the U.S. of dangers no matter
the outcome. “East Berlin may vio-
lently suppress demonstrations
while NATO stands by helplessly. Or it
may let people leave, swamping
Bonn’s ability to absorb them,” the
Journal wrote.

The West German government
said it was prepared to aid East Berlin
if economic and political reforms
were made. But aiding East Germany
made U.S. officials uneasy. “We don’t
think of them the way we do Hungary
or Poland,” one U.S. official said. At left, East German demonstrators march through Leipzig. At right, a Wall Street Journal Washington Wire item from Oct. 13, 1989.

East and West

By Matthew Rosenberg

And Zahid Hussain

ISLAMABAD—The brazen week-
end attack on Pakistan’s military
headquarters that left 19 people dead
and ended Sunday with the release of
39 hostages is likely to accelerate the
military’s assault on the area where
the Pakistan Taliban are based.

But there are signs the assault,
which Pakistan has been preparing
for months, may be narrower than
the broad campaign that the U.S.
and other Western nations had
hoped Pakistan would launch
against an arc of militant havens
stretching along the mountains of
the country’s northwest.

Instead, Pakistan’s government
is seeking to renew truces with two
Taliban factions and is focusing its
sights on what it considers the most
deadly: a branch of the Taliban in
the South Waziristan tribal area,
drawn from the Mehsud tribe, that
is allied with al Qaeda and jihadis
from elsewhere in the country.

This faction claimed responsibil-
ity for the weekend attack in Rawal-
pindi, outside Islamabad, in which
10 gunmen disguised as soldiers in-
filtrated army headquarters. The re-
sult was a 45-minute gun battle fol-
lowed by a 22-hour standoff that left
at least 19 people dead. On Sunday
morning, after a battle between the
militants and commandoes, 39 hos-
tages held by the militants were
freed.

Gen. Ashfaq Kayani, the army
chief of staff, wasn’t in his office
at the headquarters when the at-
tack happened.

The militants’ infiltration of the
highly sensitive area was a huge em-
barrassment to the military, and
raised questions about the security of
the important military installations.

“The militants have humiliated
the army,” said retired Brig. Javed
Hussain.

Intelligence services had warned

last week that militants were plan-
ning an attack on the headquarters,
police said Saturday. Pakistani intelli-
gence agencies had intercepted the at-
tack plan from a computer disc recov-
ered from a militant killed by police
in the southern Punjab town of Dera
Ghazi Khan last month, police and in-
telligence officials said Sunday.

The attackers were led by Moham-
med Aqeel, also known as Dr. Usman,
who was captured at the weekend af-
ter he was injured in the attack. In his
mid-30s, he also is believed responsi-
ble for masterminding a March at-
tack on the visiting Sri Lankan
cricket team in Lahore, in which six

police officers were killed. Security
officials say he is a key member of
Lashkar-e-Jhangvi, a banned mili-
tant outfit with strong links to the
Taliban and al Qaeda.

U.S. Secretary of State Hillary
Rodham Clinton said Sunday in Lon-
don that the attack showed extrem-
ists were “increasingly threatening
the authority of the state, but we see
no evidence that they are going to
take over the state.”

Pakistani officials indicated the at-
tack would likely accelerate plans to
invade South Waziristan and wipe
out the Taliban faction responsible.
“We are going to come heavy on you,”

Interior Minister Rehman Malik
warned in televised remarks follow-
ing the start of the attack Saturday.

Pakistan’s military has bom-
barded South Waziristan for months
with aircraft and artillery and has
warned that a ground invasion was
coming. That has been welcomed by
U.S. and other Western officials, who
say the area is a springboard for at-
tacks inside Pakistan’s major cities
and against U.S. and allied forces
across the border in Afghanistan.

To improve the army’s chances of
asuccessfulassault, Pakistan isrenew-
ing peace deals with other factions of
the Pakistan Taliban—a loose confed-

eration—in an effort to keep them on
the sidelines as the army tackles the
Taliban’s Mehsud faction, say officials
and tribal elders involved in the nego-
tiations. The peace deals reflect Paki-
stan’s narrow focus on Taliban fac-
tions it sees as posing a direct threat.
Despite a series of past failed peace
deals with a number of Taliban fac-
tions, many Pakistani officials still
say they can co-opt some elements of
the Pakistan Taliban.

U.S. officials in Islamabad didn’t
respond Sunday to a request to com-
ment on the peace deals with Paki-
stan Taliban factions. But a Western
diplomat called the deals worrying.
“Letting these guys run parts of the
tribal areas is the problem. We don’t
see the distinction between good
Taliban and bad Taliban. They’re all
Taliban,” the diplomat said.

One faction negotiating with the
military is based in the adjacent
North Waziristan tribal area and
run by Hafiz Gul Bahadur, who has
struck two previous peace deals
with the government, say officials
and tribal elders with ties to the Tali-
ban. The other faction that is negoti-
ating is based in South Waziristan
and run by Maulvi Nazir.

A senior Pakistani government of-
ficial overseeing the tribal areas,
Habibullah Khan, insisted the govern-
ment has made no formal deals with
the groups, just “understandings.”

However, Gul Khan, a tribal elder
who is close to Mr. Bahadur and other
elders, said in recent interviews that
proper deals were being struck by
both Messrs. Bahadur and Nazir.
Among the terms: not to allow other
Taliban groups to use their territory
to launch attacks against Pakistan.

The Mehsud Taliban has orches-
trated the majority of attacks
against Pakistan in the past two
years, officials say. It appears to
have regrouped since the death of
its chief in an August missile strike
by a U.S. drone.

 —Rehmat Mehsud in Rawalpindi
contributed to this article.
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Think Again uses material from
Dow Jones Investment Banker.
For more information, visit
www.dowjones.com/banker

THINK AGAIN
A considered view of sectors and stocks

By Costas Paris

And P.R. Venkat

SINGAPORE—Oversea-Chinese
Banking Corp. is competing with its
Singaporean rival DBS Group Hold-
ings Ltd. and HSBC Holdings PLC to
acquire the Asian private-banking
assets of ING Groep NV, and ana-
lysts say a possible deal offers good
growth prospects for either of the
two Singapore banks.

A person familiar with the situa-
tion said Friday that OCBC has sub-
mitted a bid for the ING assets. The
person didn’t say how much OCBC
had bid.

Another person familiar with the
situation said earlier that ING ex-
pects to raise $1.5 billion from the
sale of the assets and that a deal
should be finalized “within the next
few weeks.”

“Private banking is a growing
segment. Any expansion in this area
would help the Singapore banks im-
prove their earnings. The question
is how much they will pay for it,”
DMG analyst Leng Seng Choon said.
He said Asia will continue to see
more high-net-worth individuals.

Another analyst with a U.S. bro-
kerage firm said a deal for OCBC
would help the bank expand its pri-
vate-wealth-management business,
which is relatively smaller com-
pared with that of DBS.

“It’s beneficial because OCBC
would be able to tap into their clien-
tele, considering OCBC’s strength is
not in private wealth management.
ING’s people, provided they don’t
leave, will be the main intangible as-
set OCBC can gain,” the analyst said.

Some expressed doubts about
the suitability of the Singapore
banks to buy the assets, saying that
exposure of these banks in the pri-
vate-banking business is relatively
low compared with big players such
as UBS and HSBC.

“I am skeptical, as none of the
banks have a huge presence in pri-
vate banking,” an analyst with a lo-
cal research firm said. “If you get
into private banking, you are di-
rectly competing with big players,
and both DBS and OCBC don’t have
that kind of international exposure
or infrastructure in this field.”

According to the latest 2007 re-
port by Calamander Capital, a Sin-
gapore-based boutique investment
manager, DBS is ranked in the mid-
dle-tier category in Asian-Pacific pri-
vate banking in terms of assets un-
der management, while OCBC is in
the lower-tier category. Buying
ING’s assets would propel DBS to
the top tier, putting it in the same
league with UBS, Citigroup and
HSBC, while OCBC would climb to
the middle tier if it acquires the as-
sets.

ING is targeting Œ6 billion to Œ8
billion euros ($8.87 billion to $11.82
billion) in asset sales to help pay
down a Œ10 billion lifeline it re-
ceived from the Dutch government
last October to underpin its core cap-
ital.

Swiss wealth manager Julius
Baer Holding AG said Wednesday
that it would buy ING’s Swiss pri-
vate-bank assets for $505 million.
Last month, it sold to Australia and
New Zealand Banking Group Ltd. a
51% stake in their Australia and New
Zealand wealth-management and
life-insurance joint venture for Œ1.1
billion.
 —Frankie Ho

contributed to this article.

The price
of simplicity
Brazilian telecom GVT
draws rich bid, in part
due to share structure

Shell pension eyes hedge funds
A shift in strategy
leads to investment
in alternative assets

OCBC, HSBC
and DBS compete
for ING’s assets

MONEY & INVESTING

Telefónica’s bid for GVT values the
Brazilian telecom operator at 10
times Ebitda. Here, a Telefónica
phone booth in Bilbao, Spain.
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By Mark Cobley

One of the U.K.’s biggest pension
plans is moving forward with a plan
to invest hundreds of millions of
pounds in alternative assets, poten-
tially including hedge funds for the
first time.

The £10.6 billion ($16.8 billion)
pension fund for oil company Royal
Dutch Shell Group PLC agreed to a
new strategic investment plan over
the summer, according to a recent re-
port to members of the pension

plan. This includes a 5% allocation
to alternative assets—a category
that includes hedge funds, infra-
structure, and commodity funds.
The allocation will come on top of
the 5% it already has invested in pri-
vate equity.

The Shell fund is the latest big in-
vestor to give a vote of confidence to
the hedge-fund industry, which
went through the worst period in its
history during the financial crisis
last year. Last week, alternative-as-
sets consultancy Preqin published a
survey of 50 pension funds, insur-
ers, family offices and other inves-
tors that found 73% of them report-
ing their hedge-fund portfolios had
either met or exceeded return expec-
tations, up from 62% that said so
last year.

Shell’s fund trustees first raised
the idea of a hedge-fund investment
early last year. A move into bonds
last year limited its losses, helping it
to preserve a surplus of 2% at a time
when most pension funds slid into
deficit. The trustee board wrote in
the report to members that “well-
chosen hedge funds can provide di-
versification benefits for the fund in
volatile markets.”

The board said: “Moving to the
new strategic asset allocation will
require a significant amount of
sales and purchases.…[I]mplemen-
tation has already started but is
likely to take several months in the
current financial climate, in order
to minimise transaction costs and
to avoid the loss of value in the cur-
rent portfolios.”

The trustees couldn’t be reached
for comment, and Shell didn’t re-
spond to a request for comment.

The average hedge fund lost
about 19% last year, though that was
much less than the declines of most
equity indexes.

Also last week, the West Mid-
lands Pension Fund, one of the U.K.’s
biggest public-sector plans with
£7 billion of assets, said it put
£40 million into a fund of hedge
funds managed by Goodhart Part-
ners. The fund has 35% of its money
in alternatives, an unusually high
proportion, including a 10% alloca-
tion to hedge funds made for the
first time this year.

 —For more, visit
efinancialnews.com

Telefónica SA is paying a rich
price for the Brazilian landline and
broadband operator GVT. GVT is
growing rapidly—lines in service
were up nearly 40% in the second
quarter—and GVT’s assets comple-
ment Telefónica’s other Brazilian
property, Telesp.

Telefónica’s $3.7 billion bid val-
ues GVT at 10 times earnings be-
fore interest, taxes, depreciation
and amortization, or Ebitda, about
double what you would pay for a
prosperous American telecom.

It isn’t just GVA’s growth poten-
tial and synergies that explain the
lofty valuation, however. Part of
the explanation is less obvious: In a
country where many telecoms have
baroque, cascading shareholding
structures, GVT’s is blessedly sim-
ple. GVT has a single class of share,
as it must to trade on the Novo Mer-
cado, a segment of the Brazilian
market with stringent governance
and transparency requirements, in-
cluding the requirement that capi-
tal stock be represented by only
common (that is, voting) stock.

Other Brazilian telecoms, which
trade on the broader Bovespa ex-

change, frequently have four or
more classes of shares—regular
and holding company (or “parti-
pações”) shares, each of which have
common and preferred (non-vot-
ing) varieties. The complexity,
which is a byproduct of the indus-
try’s privatization in the 1990’s, de-
creases liquidity, complicates analy-
sis of the businesses by outsiders
and deters shareholders from col-
lecting premiums, because
would-be bidders must buy in multi-
ple securities from diverse owners.

The most extreme case is Oi,
formerly known as Telemar (five
classes of shares), which recently
bought Brasil Telecom (four
classes). In large part because of
negotiations with minority share-
holders, Oi hasn’t yet been unable
to consolidate Brasil Telecom, so
Oi has one set of controlling own-
ers and issues one earnings re-
lease, but has nine classes of eq-
uity security. If none of those nine
are appealing, investors can also
choose from three ADRs the vari-
ous entities offer in the U.S.

Oi has said it plans to swap one
class of Brasil Telecom shares for
the other, and it is likely that the
surviving class will eventually be
swapped for one of the Telemar
shares, thinning the thicket of se-
curities to a mere five varieties.
But even the simplified structure
will remain too opaque.

Brazil is a country that capital
wants to enter now. Currencies of
developed countries are falling
while Brazil’s markets are defined
by inflation-resistant hard assets,
and its economy has room to grow.
Brazilian telecoms should do ev-
erything they can to welcome the
money that wants to enter. Simpli-
fying their ownership is a good
place to start.
 —Robert Armstrong

Making the most
out of ‘freemium’

Giving things away is easy. Mak-
ing money doing that is harder.

On the Internet, the “free-
mium” model—giving basic prod-
ucts to customers and then con-
verting them to paid premium
products—has a mixed history.
Conversion rates tend to be low.

Security software provider AVG
Technologies is an exception. With
robust growth and profit, AVG could
serve as a model for other Internet
firms, and a good IPO candidate.

“This little company in Czech
Republic managed to get 80 million
users,” says Jonathan Meeks, man-
aging director at private equity
firm TA Associates, which recently
announced a $200 million invest-
ment in venture-backed AVG. That
valued the business at $900 mil-
lion. AVG generated $142 million in
2008 sales, almost double the 2007
level. Net profit increased more
than 80%, to $51 million.

Skype, a more prominent free-
mium business, generates about
$1.30 in revenue per user, versus
AVG’s nearly $1.80.

AVG’s latest backers have done
well. In 2005, venture firms Enter-
prise Investors and Intel Capital
bought a combined 65% stake in a
recapitalization, taking control
from Benson Oak Capital, an early
investor. TA’s investment par-
tially cashes out the other firms,
though Enterprise will remain the
biggest shareholder with a 34%
stake. Together with dividends,
Enterprise and Intel have made
four times their money.

Mr. Meeks calls the TA invest-
ment a private IPO of sorts, since
most of the proceeds went to in-
vestors, with only a small percent-
age going to the company for
growth capital.

The $900 million valuation is
18 times current earnings, the
same multiple the market gives in-
dustry stalwart McAfee. With fur-
ther market penetration, that val-
uation could go higher. It will
need to if TA is going to do as well
as AVG’s earlier investors.
 —Lisa Lee and

Robert Armstrong

The way SABMiller

should buy Femsa
Widespread talk of further con-

solidation in the beer industry
places SABMiller PLC on the front
row in the race to take over Femsa
Cerveza, the beer division of Mexi-
co’s privately controlled Fomento
Economico Mexicano SAB de CV,
or Femsa.

Femsa Cerveza, whose portfo-
lio includes 20 beer brands and
one flavored-alcoholic drinks line,
has just under half of the Mexican
beer market and an estimated en-
terprise value for the unit would
be $6.76 billion.

A tie-up would give SABMiller
increased heft in Latin America

and distribution synergies in the
U.S. Femsa would gain a strong in-
ternational partner.

Whilethere’s always a slim possi-
bility that Femsa will retain the busi-
ness, let’s try to get less of a hang-
over by assuming it will sell, and re-
view three possible structuring sce-
narios based in order of advisability.

First, a combination cash and
stock offer: SABMiller offers
around $1.5 billion in cash and
$5.26 billion in stock, totaling $6.76
billion, the potential value of Fem-
sa’s beer unit. The structure would
help SABMiller retain its financial
flexibility with an ending leverage
of around 2.1 times 2010 Ebitda.
The cash will help Femsa pare down
around 40% of its debt, roughly the
portion being serviced by the beer
unit, as well as retain a meaningful
13% stake in the combined entity.

Second, an all-stock offer: The
structure would help SABMiller
lower its net-debt-to-2010-Ebitda
ratio to 1.8 times, providing maxi-
mum strategic flexibility for fu-
ture acquisitions. It would likely
be the most dilutive, wherein SAB-
Miller gives away around 16% of
the combined entity to Femsa.

Third, an all-cash transaction:
The most accretive structure for
SAB Miller from an earnings point
of view, as the deal would give SAB-
Miller shareholders 100% of the
combined equity. However, the
structure is unlikely to appeal to ei-
ther party. For SABMiller, there
may be real possibility of a rating
downgrade as the company’s lever-
age is likely to increase to 3.2
times 2010 Ebitda, and severely
limit future acquisition capabili-
ties for the time being. Also,
Femsa would hesitate to exit the
Latin American beer market given
potential improved growth pros-
pects with a strong partner.

Another possibility, though re-
mote, is a full takeover of the
Femsa group. Swallowing the
whole company would be a hefty
gulp, but, if SABMiller did try this,
it should retain the beer business
and Coca-Cola FEMSA while look-
ing to spin off the retail operations.

It’s also unlikely that the fami-
lies owning Femsa would be will-
ing to part with other group units,
 —Sameer Bhatia and
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