
By Robin Sidel

J.P. Morgan Chase & Co.
said third-quarter earnings
rose sevenfold to $3.59 bil-
lion, boosted by strong fixed-
income trading in its invest-
ment bank, but warned that
consumer woes likely will pre-
vent the financial-services be-
hemoth from reaching its full
earnings potential until 2011
or 2012.

The New York bank, which
was the first major financial
institution to report third-
quarter results, poured an-
other $2 billion into reserves
for soured loans in its con-
sumer businesses.

The results exceeded ana-
lysts’ expectations, sending
shares of J.P. Morgan up 3.2%
in late trading, and helping
spur a rally that pushed the
Dow Jones Industrial Average
above 10000.

The results bode well for
other Wall Street firms like
Goldman Sachs Group Inc.,
which reports earnings Thurs-
day. It paints a bleaker pic-
ture, however, for banks that
have large consumer-lending
portfolios, including the large
regional banks and Bank of
America Corp., which reports
results on Friday.

In a conference call with
analysts, Chief Executive
James Dimon said he is en-
couraged by signs that small
businesses, midsized firms
and large corporations are

planning for the future.
“They are poised and wait-

ing to see if [an economic] re-
covery is taking hold because
they do have plans,” he said.

Still, Mr. Dimon expressed
caution about continued
signs that the pace of con-
sumer delinquencies may be
slowing, saying that the
trends so far haven’t yet con-
vinced the bank to stop build-
ing loan-loss reserves. The lat-
est addition brings total re-
serves to $31.5 billion, or 5.3%
of total loans.

Please turn to page 31

Markets

By Craig Karmin

The California Public Em-
ployees’ Retirement System,
the U.S.’s largest public pen-
sion fund, is launching a “spe-
cial review” of fees paid by
some of its money managers
to an investment advisory
firm run by a former Calpers
board member, the pension
fund said.

“The review was sparked
by the recent receipt of infor-
mation provided to Calpers
by investment funds that re-
ported their payment of more
than $50 million in fees over a
five-year period to Arvco Fi-
nancial Ventures LLC, a place-
ment agent firm headed by
former Calpers board mem-
ber Al Villalobos,” the $200
billion California fund said in

a press release. It didn’t dis-
close the five-year period.

Mr. Villalobos served on
the Calpers board from 1993
to 1995. A call to Arvco wasn’t
immediately returned.

Placement agents are mid-
dlemen who help money man-
agers secure pension and
other investment business.

Calpers had its worst re-
turns ever last year, losing
nearly a quarter of its value
and more than $50 billion.

The review will be con-
ducted by the law firm Step-
toe & Johnson LLP, Calpers
said.

Calpers’s investigation
into its own investment pro-
cess marks a new turn amid a
focus this year on so-called
pay-to-play concerns in pub-

Please turn to page 31Breaking news at europe.WSJ.com

Mind the gap

The U.S. is looking up from
a much bigger deficit hole
Leading the News, page 4
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FINGER PAINTING: A new work by Leonardo da Vinci may have been  revealed by a centuries-old
fingerprint. Collector Peter Silverman bought “Profile of the Bella Principessa” in New York on behalf of
an anonymous Swiss collector in 2007 for about $19,000.  Forensic-art expert Peter Paul Biro said a
fingerprint on what was presumed to be a 19th-century drawing matched a fingerprint from
Leonardo’s “St. Jerome” in the Vatican. One London art dealer now says it could be worth more than
$150 million.                                                                                                                                    —Associated Press

A missing da Vinci painting ... from a print

n DJIA closes above 10000 ...... 17
n Banks rethink pay in U.K ...... 21

J.P. Morgan
profit leaps to
$3.59 billion

Mobile meltdown
Rationing is coming to
the wireless Internet.
Page 12

Inside

Leading the News: The weakening British pound batters Irish economy
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J.P. Morgan’s net profit

europe.WSJ.com

Calpers reviews fees

paid to advisory firm

The DJIA closed above
10000 for the first time in
more than a year, and Euro-
pean stocks closed at their
highest level since October
2008 on positive earnings
reports. Crude futures rose,
while the dollar remained un-
der pressure Pages 17, 18, 24

n Opposition parties walked
out of Russia’s parliament to
protest alleged vote-rigging
in recent elections, in a rare
act of disobedience. Page 5

n As Hillary Clinton played
down differences with Mos-
cow over tougher moves
against Iran, Putin high-
lighted the contrasts. Page 5

n Fed officials last month dis-
cussed expanding a program
to buy mortgage-backed secu-
rities, minutes showed. Page 4

n Industrial output in the
euro zone increased for the
fourth consecutive month,
led by the bloc’s three larg-
est economies. Page 4

n The number claiming Brit-
ish unemployment benefits
rose in September, but the
increase was the smallest
in 16 months. Page 2

n Eleven foreign banks that
operate in the U.K. agreed to
reform their pay in line with
their British peers. Page 21

n The jet-leasing unit of
AIG will repay $2 billion in
short-term debt that comes
due Thursday, easing liquid-
ity concerns. Page 17

n GE plans to hold on to U.K.
subprime mortgages in hopes
of capitalizing on a projected
housing shortage. Page 7

n A Polish central banker
said the country won’t be
able to adopt the euro until
2014 or 2015. Page 10

n A mayor from a small po-
litical party was nominated
to be Romania's new prime
minister following the col-
lapse of the government.

n Crédit Agricole will use
funds from bond issues to
help it reimburse $4.45 bil-
lion in French aid. Page 19

n Burberry reported better-
than-expected sales for the
second quarter on demand
for the British luxury brand’s
fall-winter collection. Page 6

n Drinks company Diageo
surprised the market with a
6% decline in its fiscal first-
quarter sales. Page 6

n Died: Bruce Wasserstein,
61, chief executive of invest-
ment bank Lazard. Page 2
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*As of 10/11/09. Source: Transaction Processing Performance Council, www.tpc.org.
12-Node SPARC Enterprise T5440 server cluster, 7,717,510 tpmC, $2.34/tpmC, available 12/14/09.

IBM Power 595 Server Model 9119-FHA, 6,085,166 tpmC, $2.81/tpmC, available 12/10/08.
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Are things getting back
to normal for Chinese trade?
Not quite.

Import data, in particular,
are a red herring. Down just
4% from a year ago, they are
approaching precrisis levels.
Given that about half of Chi-
na’s imports are intermedi-
ate goods destined for re-ex-
port, it might seem that an
export recovery is imminent.
In truth, imports rose
largely on commodity stock-
piling. As long as demand in
major developed economies
stays subdued, exports likely
won’t return to their

mid-2008 peak. The U.S., Ja-
pan and Europe took 65% of
China’s exports from 2003 to
2008, Credit Suisse says.

In coming months, easy
comparisons will probably
mask China’s weakened ex-
port position. If exports stay
at September’s level, it
won’t be long before year-on-
year growth rates reach 20%
or more again. But a relative
improvement won’t mean
Beijing has solved a critical
problem: overcapacity.

In the absence of ade-
quate domestic demand,
China used to be able to ex-

port excess production to
foreign markets. With those
markets likely subdued for
some time, it’ll be hard for
China’s absolute export lev-
els to recover fully.

That means cutting back
capacity, something Beijing
concedes is necessary in ar-
eas as diverse as wind
power and aluminum out-
put. That bears undesirable
side effects, however, like
higher unemployment.
Heavy government spending
and extra bank lending have
papered over the cracks in
China’s economy so far. But

with a true export recovery
unlikely, more painful solu-
tions may be needed.
 —Andrew Peaple

More at WSJ.com/Heard

Cementing a turnaround

Redstone may want to reconsider his change of heart

What a difference 10
months makes.

A Œ2.5 billion ($3.7 bil-
lion) high-yield bond issue
by HeidelbergCement, the
world’s third-largest cement
producer by sales, confirms
a remarkable turnaround in
the company’s finances and
the markets.

In January, HeidelbergCe-
ment’s credit-default swaps
traded at over 3,000 basis
points, and its shares had
fallen 72% from their peak.
It faced a Œ5 billion debt re-
payment in May 2010 after
it bought the U.K.’s Hanson
at the peak of the cycle. The
bond market was shut for
junk-rated companies and
banks weren’t lending.

But now, the company
has achieved an Œ8.7 billion
bank debt refinancing, a
Œ2.25 billion equity issue
and the largest euro-denomi-
nated high-yield bond sale
this year. Its CDS are at 360
basis points and its shares
have more than doubled.

Before the bond deal,
HeidelbergCement still had
refinancing worries. The

bank deal shunted the prob-
lem to December 2011, when
Œ6.4 billion of term debt
would fall due. But the eq-
uity and bond issues have re-
duced that to Œ2.2 billion.
The relief means the bonds
may get ratings upgrades.

The company hopes to
look like an investment-grade
firm by the end of 2010, an
ambitious target, given the
economic environment.

CreditSights forecasts
net debt to Ebitda will creep
back above four times by
year end as earnings decline.
Asset sales may be hard to
achieve. But banks, share-
holders and bondholders
have done their bit. The rest
is up to HeidelbergCement.
 —Richard Barley

Hope for North Korea talks
Pyongyang’s terms
for discussions called
acceptable by China

New normal for China

Brussels gives Turkey
a mixed progress report

By Jason Dean

BEIJING—A senior U.S. diplomat
said Chinese leaders believe North
Korea is willing to return to multilat-
eral talks on nuclear disarmament
under terms acceptable to the other
parties.

Kurt Campbell, assistant secre-
tary of state for East Asian and Pa-
cific affairs, praised China’s role in
dealing with North Korea. Speaking
on a visit to Beijing, Mr. Campbell
said Chinese officials on recent high-
level visits to Pyongyang told North
Korea that any bilateral meetings
with the U.S. could happen only un-
der the framework of the six-nation
disarmament talks that North Korea
officially abandoned this year.

North Korea has long coveted dip-
lomatic ties with the U.S., but Wash-
ington has said that the reclusive
state must first abandon its pursuit
of nuclear weapons.

After a visit last week by Chinese
Premier Wen Jiabao to Pyongyang,
where he held extensive talks with
leader Kim Jong Il, North Korea said
it was willing to return to the six-
party talks—which also include
South Korea, Japan, and Russia—but
indicated that it wanted separate
talks with the U.S. first. That raised
questions about whether talks would
actually resume.

Mr. Campbell, who met this week
with Chinese officials, reiterated
that separate talks with Pyongyang
aren’t acceptable to Washington.
But he sketched out what appears to

be a possible compromise, where
the U.S. and North Korea hold bilat-
eral talks first, under the rubric of
the six-party dialogue.

“The Chinese were very clear
with the North Koreans,” Mr. Camp-
bell told reporters. “They conveyed
that we would be prepared for an ini-
tial interaction between the United
States and North Korea that would
lead rapidly to a six-party resump-
tion of talks.”

China’s position on the issue of bi-
lateral talks previously seemed un-
clear. Mr. Wen on Saturday called on
the U.S. and North Korea to engage
in “serious, constructive dialogue”
to pave the way for renewed six-
party talks, saying that the opportu-

nities for talks “may be fleeting and
could vanish in the blink of an eye.”

Mr. Campbell said U.S.-China co-
operation on the North Korean issue
is strong. “I have rarely seen better
coordination, between China and
the United States in particular,” he
said.

“The consultations that take
place between the U.S. and China
about North Korea are full, very de-
tailed, and there is a very honest ex-
change of views on a range of is-
sues,” he said, adding that “the align-
ment of views” between the two on
the role of the six-nation talks “has
been rather deeply reassuring to us.”

 —Evan Ramstad in Seoul
contributed to this article.

Financial Analysis and Commentary

It bought the
U.K.’s Hanson at
the peak of the
business cycle.

U.S. Assistant Secretary of State Kurt Campbell speaks in Beijing on Wednesday.
He said a compromise may bring Pyongyang back to six-party talks.

Sumner Redstone is true
to his word. He said a year ago
that he did “not intend to sell
one more share of stock in Via-
com or CBS.” Wednesday, he
said he would sell not one but
maybe a combined 50 million
more shares in the two.

Mr. Redstone can be for-
given his change of heart. His

family company, National
Amusements, is taking advan-
tage of a stronger market.
With both Viacom and CBS
stock up sharply, National
Amusements hopes to raise
nearly $1 billion and cut debt.

Still, the sale says a lot
about Mr. Redstone’s priori-
ties. National Amusements

has been auctioning off its
theater chain, the original
Redstone family business.
While some theaters still will
get sold, selling the entire
chain in a depressed market
was apparently harder than
selling shares in Viacom and
CBS. Mr. Redstone will retain
voting control of each.

A better choice might
have been for National
Amusements to sell its entire
stake in Viacom now. Its port-
folio of cable channels like
Nickelodeon would attract a
range of suitors willing to pay
a premium for control. In-
stead, those suitors will have
to wait. —Martin Peers

By Marc Champion

And Adam Cohen

BRUSSELS—The European
Union criticized a tax case against
Turkey’s biggest media group as pos-
ing a threat to press freedom, but
also praised the government’s for-
eign policies and its overtures to the
country’s large Kurdish minority, in
a progress report on the country’s
EU membership talks.

The $4 billion in fines and penal-
ties that Turkey’s tax authority is de-
manding from Dogan Yayin Holding
AS in two cases, “potentially under-
mine the economic viability of the
Group and therefore affect freedom
of the press in practice,” the Euro-
pean Commission said in a mixed an-
nual progress report on Turkey’s
bid to join the 27-nation bloc.

Olli Rehn, the commissioner for
enlargement, told reporters his
team had analyzed the Dogan tax
case. “I have asked the Turkish au-
thorities to treat this matter very se-
riously,” he said. He added that with
fines larger than the company’s an-
nual turnover, the case “feels like a
political sanction” as well as a fiscal
one. Dogan controls about 50% of
media outlets in Turkey and has
been critical of the government.

Turkey’s government strongly
denies that the Dogan case is politi-
cally motivated. Officials note the
country has a large underground
economy and say they are merely
pursuing unpaid tax from Dogan
and thousands of others.

Turkey’s chief EU negotiator Ege-
men Bagis welcomed the report, de-
scribing it as the most objective to
date, in remarks to Turkish media. .

The progress report on Turkey
was one of three on EU candidate
countries, along with Croatia and
Macedonia, as well five on ex-Yugo-
slav nations, including Albania, Ser-
bia and Bosnia Herzegovina, which
the EU has agreed should eventually
be allowed to join the bloc.

Talks with Croatia are nearing
their final phase, the commission
said, after the ex-Yugoslav republic re-
solved a border dispute with neigh-
boring Slovenia. All member states
countries have to approve a new
member, and Slovenia joined in 2004.

Turkey faces a much tougher
road. Eight so-called negotiating
chapters have been blocked in a dis-
pute with Cyprus over Turkey’s
treatment of the divided island. .

The commission praised Tur-
key’s recent signature of a deal with
Armenia to reopen the border be-
tween the two countries and estab-
lish diplomatic relations. Turkey’s
effort to improve relations with the
Kurdish authorities in Iraq and with
its own Kurdish minority also
gained praise from the commission.
So, too, did a law passed in June to
demine Turkey’s border with Syria,
and Turkey’s efforts to mediate in
the Middle East.

But EU officials say Turkey’s EU
bid isn’t helped by such high-profile
cases as Dogan. Turkish authorities
levied fines and penalties of 915 mil-
lion Turkish lira ($633 million) on
the Dogan group’s media unit in Feb-
ruary, and a further 4.8 billion lira
last month. The government on
Tuesday put a lien on some of the
company’s assets after rejecting col-
lateral it offered to put up while
fighting the tax charges.

Coming back
China’s exports and imports, 
in billions of dollars

Exports
Imports

Source: Thomson Reuters
2008 ’09
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This index lists the names of businesspeople and government regulators
who receive significant mention in today's Journal.

1 For more people in the news, visit
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Millennium Management LLC
runs a multistrategy hedge fund
that is performing above its high-wa-
ter mark, or the point at which it
earns performance fees. It doesn’t
run a separate high-yield bond fund.
A Money & Investing article on Tues-
day incorrectly said Millennium
runs a high-yield bond fund that is
below its high-water mark.

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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By Dennis K. Berman

And Jeffrey McCracken

Lazard Ltd. Chief Executive
Bruce Wasserstein has died, ac-
cording to two people familiar
with the matter.

Exact details of his passing
couldn’t be learned. A Lazard
spokeswoman wasn’t immediately
available for comment. He had
been hospitalized over the week-
end with an irregular heartbeat,
the bank said.

The death of Mr. Wasserstein,
61 years old, is a blow to Lazard,
the investment bank he has run for
several years.

A descendant of Eastern Euro-
pean immigrants, Mr. Wasserstein
attended college at 16 and earned
law and business degrees from Har-
vard University. After a stint as a
corporate lawyer, he decamped to
investment bank First Boston
Corp. There, he and another deal
maker, Joseph Perella, helped un-
leash the mergers-and-acquisi-
tions boom that defined the 1980s.

During that decade Mr. Wasser-
stein forged the persona of the
modern investment banker. For
Mr. Wasserstein and a cadre of
other sharp-witted young guns,
banking was no longer the
gentlemanly art practiced
at places like Lazard. It
was more akin to brawling
in expensive suits, with tor-
tuous financial tactics, pla-
toons of lawyers and pub-
lic relations deployed as
M&A weapons.

After feuding with the
management of First Bos-
ton, Messrs. Wasserstein
and Perella left to start
their own bank in 1988. Mr.
Wasserstein revealed a fas-
cination with the Lazard
mystique. In an interview with The
Wall Street Journal in 1988, he
said of his new bank, Wasserstein
Perella & Co.: “We want to be the
Lazard of the ’90s.”

He was supposed to be enjoying
his time as power broker at Laz-
ard. But the trans-Atlantic battle

for Cadbury PLC lured the veteran
Wall Street deal maker directly
into the fray.

Mr. Wasserstein emerged as
the surprise lead adviser to Kraft

Foods Inc. on its takeover
offer. He spent the Labor
Day weekend in London
as the Kraft offer was dis-
closed, said a person fa-
miliar with the matter.

It was a flashback to a
quarter-century ago,
when Mr. Wasserstein was
a young banker at the cen-
ter of the 1980s merger
boom. Back then he
earned the nickname “Bid
’em Bruce,” which he later
shunned, famously daring
clients to “be great” and

pay up for acquisition targets.
At Lazard, Mr. Wasserstein over-

saw an investment bank with 2,000
employees and $1.36 billion in an-
nual revenue. Such roles typically
require a CEO to make strategic de-
cisions but not to get personally in-
volved in day-to-day projects.

Yet, the big deal—Mr. Wasser-
stein once wrote a 927-page book
with that title—proved to be an ir-
resistible lure. And Mr. Wasser-
stein was well-prepared for his un-
expected role.

As a student at Britain’s Cam-
bridge University in the early
1970s, he studied and wrote exten-
sively about British merger and
takeover law. He later worked on
several U.S.-British deals, includ-
ing the 1999 acquisition of British
supermarket chain Asda by Wal-
Mart Stores Inc. In 2000, Mr. Wass-
erstein worked with Kraft’s then-
owner Philip Morris Cos. on a deal
to acquire food maker Nabisco
Holdings Corp.

His background, combined with
a large Lazard presence in London,
thrust Mr. Wasserstein into the
forefront of Kraft’s $16.73 billion
Cadbury offer, said people work-
ing on the deal.

Boutique investment bank Cen-
terview Partners had been advis-
ing Kraft on the bid, said two peo-
ple familiar with the matter. But
Centerview didn’t have an office in
London until recent months, giv-
ing Lazard an opening.

Both banks potentially could
earn tens of millions of dollars in
fees, given Cadbury’s size and the
fact that the offer is an unsolicited
one. Bankers are typically paid
hefty “success fees” on unsolicited
deals, which make them more risky—
and more lucrative if completed.

Another Lazard banker, manag-

ing director Peter Kiernan in Lon-
don, was recently named director
general of the Takeover Panel, a
regulatory board that could even-
tually be charged with pushing
Kraft to make its offer official,
though Mr. Kiernan wouldn’t have
a role in the matter.

Other bankers working on the
deal for Kraft also had ties to Mr.
Wasserstein. Centerview’s lead
banker on the deal, Robert Pruzan,
was formerly president of Wasser-
stein Perella & Co.

Leon Kalvaria, a vice chairman
of Citigroup, worked with Mr.
Wasserstein in the mid-1980s as a
banker at First Boston Corp.,
where Mr. Wasserstein was co-
head of investment banking. Citi-
group is listed by Kraft, along with
Deutsche Bank, as a corporate bro-
ker and an adviser on the offer.

 —Dana Cimilluca contributed to
this article.

Lazard Chief Executive Bruce Wasserstein dies at 61

U.K. jobless claims rise
Rate of deterioration
in the labor market
may be tapering off

Bruce
Wasserstein

LEADING THE NEWS

By Nicholas Winning

And Paul Hannon

LONDON—The number of people
claiming British unemployment ben-
efits hit its highest level in more
than 12 years in September, but the
monthly rise was the smallest for 16
months, indicating that the deterio-
ration in the labor market may be
starting to ease, the Office for Na-
tional Statistics said.

The overall number totaled 1.63
million, the highest level since April
1997. But the claimant count rose by
20,800 in September, compared

with a revised 23,000 gain in August—
the smallest monthly increase since
May 2008.

The claimant count rate rose 0.1
of a percentage point from August
to 5.0% in September, the data
showed.

“There is some evidence of an
easing in the rate of deterioration in
the labor market,” an ONS statisti-
cian said.

The pound strengthened against
the dollar and euro immediately af-
ter the release of the data, while gilt
futures prices fell slightly.

The broader International La-
bor Organization rate of unemploy-
ment was 7.9% for the three
months to August, up 0.3 percent-
age point from the previous three
months. Those data take more time
to compile, and are older than the
claimant-count figures.

ILO unemployment totaled 2.47
million, up 88,000 from the figure
for the three months to May.

However, compared with the
three months to July, ILO unemploy-
ment dropped 1,000, the first drop
since the three months to May 2008,
the ONS said.

The ILO measure “is certainly ex-
pected to rise further, but at the be-
ginning of the year most people’s
core expectation for unemployment
was a peak of at least three million.
This no longer looks likely,” Karen
Ward, an economist at HSBC, said in
a note. She added that unemploy-
ment was likely to peak at 2.7 mil-
lion around the middle of 2010.

The data also showed the in-
crease in average earnings contin-
ues to ease, a sign that unemploy-
ment and the general weakness of
the economy are still eroding em-

ployees’ ability to command
higher salaries.

Average earnings excluding bo-
nuses increased 1.9% in the three
months to August compared with
the previous year, the smallest rise

since comparable records began in
2001, the ONS said. Including bo-
nuses, average earnings increased
1.6% in the three months to August,
down 0.2 percentage point from the
previous period.
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Brown takes sides in Afghan war debate
Sending more troops,
U.K. leader boosts
McChrystal’s plan

By Peter Spiegel

And Alistair MacDonald

British Prime Minister Gordon
Brown announced plans to send ad-
ditional troops to Afghanistan
Wednesday, giving a full-throated
endorsement of a counterinsur-
gency strategy there and saying that
the U.K. and its allies shouldn’t limit
themselves to targeting al Qaeda in

the region.
Mr. Brown’s

statement ap-
peared to plant
Britain firmly
against a shift in
Afghan war strat-
egy toward nar-
rower counter-
terrorism goals
just as the White
House is debat-
ing whether to
implement such
a change.

British officials were careful to
insist that the U.K. government
wasn’t attempting to insert itself
into the Obama administration’s de-
liberations, which continued on
Wednesday with a fifth cabinet-
level meeting on Afghan strategy.

But British officials also acknowl-
edged that Mr. Brown has found “a
lot of common ground” with Gen.

Stanley McChrystal, the top U.S. and
North Atlantic Treaty Organization
commander in Kabul, who has ar-
gued for 40,000 additional Ameri-
can troops to conduct a wide-rang-
ing counterinsurgency in Afghani-
stan.

“This is not a direct judgment on
the merits of the debate going on

within the U.S. administration, but
clearly the prime minister and the
British government’s view is that
the mission in Afghanistan is some-
what more than purely a counterter-
rorism strategy,” said a British offi-
cial.

According to U.S. officials in-
volved in and briefed on the White

House deliberations, at the center of
the U.S. debate is whether tens of
thousands of more troops are
needed to achieve President Barack
Obama’s top priority of dismantling
al Qaeda, or whether using a more
targeted strategy relying heavily on
elite forces and drones could accom-
plish the mission just as effectively.

In his address to Parliament, Mr.
Brown said his decision to send an
additional 500 troops to Afghani-
stan—which would put U.K. troop
levels at 9,500, by far the largest for-
eign contingent next to the U.S.’s
68,000—was contingent on other
NATO allies providing more re-
sources, among some other factors.

But he also said that British mili-
tary strategy is “dedicated to coun-
terinsurgency” and that the interna-
tional effort should be aimed at help-
ing shore up the Afghan govern-
ment.

“A peaceful and stable Afghani-
stan would be a strategic failure for
al Qaeda,” Mr. Brown said. “If we
limit ourselves simply to targeting
al Qaeda, without building the capac-
ity of Afghanistan and Pakistan to
deal with terrorism and violent ex-
tremism, the security gains will not
endure.”

Military analysts said the state-
ments would likely help advocates
within the U.S. pushing for Mr.
Obama to back Gen. McChrystal’s re-
quest for more troops, noting that
Mr. Brown showed no reservations
about increasing troop levels.

“Brown’s statement does appear
to be a rather straight-forward en-
dorsement of the counterinsur-
gency strategy described by Mc-
Chrystal,” said Frederick Kagan, a
military analyst who served on Gen.
McChrystal’s assessment team. “It
seems to be a call for all of the mem-
ber nations of the alliance, which
presumably would include the U.S.,
to provide the resources necessary
to allow it to succeed.”

Calpers reviews fees for advisory firm

By Liam Moloney

ROME—GDF Suez SA is looking
at opportunities to take part in Ita-
ly’s nuclear comeback as the French
company aims to become one of the
main energy players in the country,
Chief Executive Gerard Mestrallet
said Wednesday.

“We are looking carefully at the
opportunities in Italian nuclear” en-
ergy, Mr. Mestrallet said in Rome at
a news conference on the joining of
GDF Suez’s companies Cofathec
Servizi and Elyo Italia under the en-
ergy-services brand Cofely.

Earlierthis year, theItaliangovern-
ment introduced legislation that once
again allowed nuclear generation in
the country. It was banned in 1987 fol-
lowing the Chernobyl disaster in the
former Soviet Union. The country’s
push to reintroduce nuclear-power
generation could, however, face resis-
tance from local governments likely
to oppose hosting the sites.

The French company “aims to be-
come one of the top energy opera-
tors” in Italy as it plans to expand its
electricity and natural-gas presence
in the country, Mr. Mestrallet said.

Its mid- to long-term objective is
to become Italy’s No. 2 player in the
gas market and the third-biggest in
the electricity market, the company
said. In 2008, GDF Suez trailed Enel
SpA and Edison SpA in the country’s
electricity market, while Enel and
Eni SpA were its main rivals in the
gas market. GDF Suez will only enter
the Italian nuclear market if it can
work together with a local player,
but is open to another European

company, including E.ON AG and
Iberdrola SA, joining in as well, said
Mr. Mestrallet. The company al-
ready has a joint venture with Rome-
based municipal utility Acea SpA.

In February, Enel and Électricité
de France SA agreed to a venture to
build Italian nuclear sites as part of
a bilateral accord between France
and Italy aimed at promoting the
use of French nuclear technology on
the peninsula.

Mr. Mestrallet said the company
will be looking at Areva SA’s ad-
vanced third-generation EPR nu-
clear-reactor technology for use in
Italy. GDF Suez also said it is plan-
ning to build a 100%-owned offshore
liquefied-natural-gas receiving ter-
minal with an annual capacity of
five billion cubic meters on the Adri-
atic Sea, near Porto Recanati. No
timeframe was given for when it will
be built.

”We have flexibility” to chose
from the company’s “vast” gas sup-
plies across the globe for the LNG ter-
minal, Mr. Mestrallet said when asked
from where the fossil fuel will come.

The CEO didn’t give the amount
the company plans to invest in Italy
in the coming years.

GDF Suez aims to tap
Italy’s nuclear sector

J.P. Morgan net leaps sevenfold

FROM PAGE ONE

GDF Suez will only
enter the market if it
can work together
with a local player.

A group of British troops under the NATO-led International Security Assistance Force prepare to disembark from a military
transport plane on arrival at a military base in Kandahar on Oct. 2.

Gordon Brown

lic pension funds, with inquiries un-
der way in several states from New
York to New Mexico.

The general concern among regu-
lators and pension funds is that
choices about who should invest
public employees’ retirement
money is influenced by factors like
money and politics rather than an in-
vestment manager’s merits.

Interest in the issue was sparked
in March, when New York Attorney
General Andrew Cuomo announced
indictments of David Loglisci, for-
merly the chief investment officer

at the New York state fund, and
Hank Morris, a political adviser to
the pension’s sole trustee, Alan Hev-
esi, the former New York state comp-
troller.

Mr. Cuomo alleged that certain
placement agents received kick-
backs in exchange for access to bil-
lions of dollars in pension money.

Messrs. Loglisci and Morris have
pleaded not guilty, and Mr. Hevesi
hasn’t been accused of wrongdoing.

Four other individuals con-
nected to the case have pleaded
guilty to charges related to the inves-
tigation.

Calpers looked into the relation-
ships between the money manager
it has used and their placement
agents after the New York case
broke.

In May, it decided to ask any
funds that had received its capital in
the past to disclose details about
their use of placement agents, the
fund said.

More broadly, the California At-
torney General Jerry Brown and the
U.S. Securities and Exchange Com-
mission are examining placement
agents and their interactions with
California pension funds.

Continued from first page

Although some analysts had pre-
dictedthatJ.P.Morganmight stopadd-
ing to reserves this quarter, bank offi-
cials made it clear that that they won’t
dosountil they see more signs thatde-
linquency levels are stabilizing.

“We’re just not fully prepared to
say that it stays that way,” said
Michael Cavanagh, chief financial of-
ficer, in a conference call with re-
porters.

The same holds true for the
bank’s annual dividend, which was
slashed earlier this year to 20 cents
a share from $1.52. The bank might
consider raising the payout to 75
cents or $1 a share “when we are con-
fident that the economy doesn’t
have another potential leg down,”
Mr. Cavanagh said.

J.P. Morgan, the nation’s second-
largest bank after Bank of America
as measured by assets, reported
profits of $3.59 billion, or 82 cents a

share, compared with $527 million,
or nine cents a share, in the year-ear-
lier period. Revenue jumped 81% to
$26.62 billion.

Much of the positive news came
from J.P. Morgan’s investment bank. It
earned $1.9 billion, more than double
the$882 million in the year-earlier pe-
riod, due in part to strong fixed-in-
come trading.

The retail and credit-card units
continued to bear much of the
bank’s pain as consumers continue
to struggle with their bills and mort-
gages. Retail net income tumbled
90% from the year-earlier period to
$7 million, reflecting the addition to
reserves and a decline in mortgage
revenue. J.P. Morgan also said that
deposit balances fell, partly due to
the maturation of high-priced certif-
icates of deposits that were offered
by Washington Mutual, the failed
thrift that the bank bought last year.
J.P. Morgan is well-known for pay-

ing significantly lower interest
rates on such investments.

The bank also said that an over-
haul of its overdraft policies could
cost an estimated $500 million annu-
ally. Starting next year, the bank will
require that any customer who
wants to participate in the overdraft
program must specify that intent,
rather than be automatically en-
rolled. The bank also is reducing the
number of times in one day that a
customer can be charged an over-
draft fee from six to three.

“It’s the right thing to do. It will
cost us money,” Mr. Cavanagh said.

The bank’s massive credit-card
business continued to bleed money,
losing $700 million in the quarter
compared with a $292 million profit
in the year-earlier period. Although
the unit is expected to lose money
throughout next year, Mr. Dimon
said it is continuing to invest in new
cards and marketing programs.

Continued from first page
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Ireland suffers as pound
continues its big retreat
Food, drink exports,
retail and tourism hit;
no wish to ditch euro

Sources: WSJ Market Data Group (exchange rate); Eurostat (exports)

Tough sell | The pound's fall has made Irish products pricier in a key market
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An unfinished commercial-building site in Dublin. Ireland's exporters are now sharing the pain of the construction sector.
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U.S. retail sales fall, hurt by autos

LEADING THE NEWS

By Luca Di Leo

And Jeff Bater

WASHINGTON—U.S. retail sales
fell in September after the federal
government’s subsidy to buy cars
ended, adding to evidence that the
economy’s recovery will be slow.

Sales fell 1.5% in September as mo-
tor-vehicles sales dropped 10.4%, the
Commerce Department said Wednes-
day. For about five weeks in July and
August, the government’s “cash for

clunkers” program provided as much
as $4,500 toward a new car to buyers
whotraded inan oldergas-guzzler.

The decline in retail sales was
smaller than the 2.1% fall forecast by
Wall Street. After a downward revi-
sion to the August numbers was fac-
tored in, though, the cumulative de-
cline was in line with expectations.

Sales excluding autos rose 0.5%,
leading some economists to revise
upward their growth projections for
the third quarter.

By Quentin Fottrell

DUBLIN—The ever-weakening
British pound is taking a toll on Ire-
land’s already battered economy,
hurting food and drink exports, re-
tailers, and tourism.

But despite the growing costs of
having no control over its exchange
rate, there is hardly any appetite in
Ireland for ditching the euro. The com-
mon currency is seen as having con-
tributed to the country’s earlier pros-
perity and helping shelter the coun-
try from the global financial crisis.

Ireland’s gross domestic product
is expected to shrink 7.8% this year,
according to the Central Bank of Ire-
land, a further deterioration from
last year’s 2.3% contraction and a
stunning reversal from 6% growth
in 2007. This retreat is due to the col-
lapse in the construction sector,
which has led once-booming home
prices to fall 24% from their peak in
February, 2007, and the near-melt-
down of its financial sector.

But now other sectors are suf-
fering, too. Exporters of tradi-
tional goods like beef and dairy
products to the U.K. face an increas-
ingly punitive foreign-exchange
rate. And price wars have intensi-
fied between Irish retailers and
British grocery stores like Tesco
PLC and Marks & Spencer’s Group
PLC, which sell cheaper imported
goods from the U.K.

On Tuesday, Central Bank of Ire-
land Governor Patrick Honohan said
the current exchange rate for ster-
ling against the euro translates to
about £1.18 for one old Irish
pound—“a high level never ap-
proached during the 20-year inde-
pendent life of the Irish pound.”

Ireland joined the European
Monetary System in 1978, breaking
the Irish pound’s previous link
with sterling. It was one of the
“first wave” countries to adopt the
euro on Jan. 1, 1999.

Although Ireland isn’t as depen-
dent on exports to its closest neigh-
bor as it was in 1979, some 18% of its
merchandise exports get sent to the
U.K., and about 22% of its services ex-
ports. The U.S. is a close second, ac-
counting for 18% of merchandise ex-
ports and 9% of services exports.

Irish exports to the U.K. fell 23%
in the third quarter from a year ear-
lier, according to the Irish Exporters
Association, which says 27,400 jobs
now are vulnerable to the fall in ster-
ling. The association’s chief execu-
tive, John Whelan, called weak ster-
ling “catastrophic” for Irish export-
ers to the U.K.

Economists say the British
pound is expected to remain under
severe pressure in the short term,
with investors using any negative
economic news to sell the currency.
The euro rose to 94 pence for the
first time in six months Tuesday af-
ter a weak reading of U.K. inflation.
Late Wednesday in U.S. time, the
euro was trading at 93.38 pence.

Some analysts also see the euro
as over-valued against the dollar,
but that is seen as less of a problem
for Irish exporters, because most ex-
ports to the U.S. are priced in dol-
lars because the exporters are glo-
bal companies.

“The strong euro will squeeze
profit margins because of an in-
crease in labor and energy costs for
companies here exporting to the
U.S., but a lot of the goods exported
to the U.S. from multinationals are
priced in dollars,” said NCB Stock-
brokers chief economist Brian De-
vine. “Sterling is a bigger issue here
than the dollar.”

Sterling’s weakness is due in part
to low U.K. interest rates, the U.K.’s fal-
tering economy and dependence on
the financial sector, plus uncertainty
about new economic policies after
the U.K.’s coming general election, ex-
pected to be called by the spring.

The food and drink industry, which
accounts for two-thirds of exports
other than those by multinational
companiesbased in Ireland,is particu-
larly vulnerable to this weakness in
sterling. Approximately 43% of food
and drink exports go to the U.K.

“The increasing weakness of ster-
ling is having a crippling effect on
our exports,” said Paul Kelly, direc-
tor of lobby group Food and Drink In-
dustry Ireland. “It’s time for the gov-
ernment to take action.”

He wants the government to start
by cutting industrial electricity
costs, currently the fourth-highest
in Europe and 35% above the euro-
zone average. He also urges a state-
backed export-credit program—a
form of insurance covering an ex-
porter against nonpayment by the
importer—similar to programs that
exist in France and the Netherlands.

A weaker pound will also hurt
Irish retailers during the crucial holi-
day season. “It will mean more
shops here offering even bigger dis-
counts and more people going to
Northern Ireland for Christmas,”
Bloxham’s Stockbrokers chief econo-
mist Alan McQuaid said.

According to a report from the
tax authorities and the govern-
ment’s Central Statistics Office, the
Irish economy lost as much as Œ550
million ($815.6 million) in shopping
in 2008 due to shoppers going north
and as much as Œ90 million in lost
tax revenue. In 2009, the report
says, retailers could lose as much as
Œ700 million if the euro stays as
weak as it is against the pound.
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Mysterious ailment killing
aspen trees in U.S. West

O
NE of Nazi Germany’s
most formidable fighter
pilots, Günther Rall sur-
vived the war to become a
leader of his country’s re-

habilitated military during the post-
war period.

Mr. Rall, who died Oct. 4 at the
age of 91, was credited with shoot-
ing down 275 planes during World
War II, making him one of the most
lethal fighter pilots in history.

A decade after the war, he re-
turned to the military, where he
helped establish and then lead the
WestGermanAirForce.Healsodevel-
oped strong military ties to the U.S.,
undergoing training on U.S. fighter
jets during the Cold War and eventu-
ally serving as a top official in the
North Atlantic Treaty Organization.

A squadron commander for most
of the war, Mr. Rall flew more than
800 missions over France, England,
Crete and the Eastern Front, where
he and the fliers he commanded
downed less-advanced Russian
planes in large numbers. He was
shot down several times but evaded
capture by Allied forces until
shortly before the end of the war.

“He was one of the most out-
standing fighter pilots of the 20th
century, an extraordinary marks-
man” says Von Hardesty, a curator
in the aerospace division of the
Smithsonian National Air and Space
Museum in Washington.

Raised in a small village in south-
western Germany, Mr. Rall joined
the German Army in 1936 at the age
of 18, but after studying at the War
College in Dresden he decided to
switch to the Luftwaffe, the German
air force. He qualified as a fighter pi-
lot in 1938 and shot down his first
plane when Adolf Hitler’s army in-
vaded France in the spring of 1940.

After France fell to the Germans,

Mr. Rall took part briefly in the Bat-
tle of Britain, during which he was
made a commander. His squadron
was next ordered to Romania and
then to Crete.

After Germany invaded the So-
viet Union in 1941, Mr. Rall’s unit re-
turned to Romania to protect oil re-
fineries under attack by Russian
bombers.

Shortly after he had shot down
his 36th plane, in 1941, his own plane
was hit by a Soviet fighter. Crash
landing behind German lines, his
back was broken in three places and
he was told he might never walk
again. But he was flying within a
year. During his convalescence, he
fell in love with his doctor, Hertha
Schön, and the two later married.

His new wife was of Jewish de-
scent, but her family was protected
because of her husband’s status as a
decorated war hero, according to
Colin Heaton, a professor of history
and military studies at the Ameri-
can Military University, an online
college based in Charles Town, W.
Va.

By his own account, Mr. Rall met
Hitler three times during the war.
The Nazi leader conferred on Mr.
Rall one of Germany’s highest mili-
tary accolades in 1942. At each meet-
ing, the German dictator seemed
more unhinged, Mr. Rall later said.

“It was clear to me that this man
was a little out of his mind” when
they met for the last time, in 1944,
Mr. Rall told Mr. Heaton in a 1996 in-
terview published in World War II
magazine.

Mr. Rall contended that he was
personally opposed to Hitler and
Luftwaffe chief Hermann Goering
during the war. He once said, like
many of his contemporaries, that he
had heard reports of death camps
but didn’t believe them.

Mr. Rall was shot down eight
times during the war and sustained
serious injuries. The last time was in
1944, when he had his left thumb
shot off and his plane shot down dur-
ing a dogfight with U.S. forces over
Germany. He parachuted to safety,
landing in a field near Berlin.

It was Mr. Rall’s last combat
flight, although he remained in the
air force as a commander.

As the war wound down in 1945
and his unit’s fighting capability
was diminished, Mr. Rall decided to
walk home from a base near

Salzburg. He was captured by Ameri-
can forces and held in Britain with
other German prisoners of war.

After a decade working in busi-
ness, Mr. Rall rejoined the military
in 1956 to help build a new air force.
West Germany had just been invited
into NATO, and the U.S. began train-
ing Mr. Rall and other Luftwaffe vet-
erans as part of a plan to create a bul-
wark against the Soviet Union. He
was appointed head of the German
Air Force in 1970, a position he held
until 1974, when he began a two-
year term as military liaison to

NATO.
In recent decades, he was a popu-

lar presence at gatherings of World
War II fighter pilots in the U.S., the
U.K. and Russia. He became friends
with the American pilot Col. Hubert
Zemke, whose wingman had shot off
Mr. Rall’s thumb.

According to Mr. Heaton, who at-
tended several such meetings with
Mr. Rall, “To fighter pilots, politics
didn’t matter. They just got together
and got drunk.”

Email remembrances@wsj.com
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Pilot helped lead Germany’s postwar military

Günther Rall, a leader in Germany’s postwar military, developed strong ties to the U.S. Above, on a test flight in St. Louis in 1971.

By Stephanie Simon

DENVER—This should be the
golden season across the U.S.’s West,
when aspen paint hillsides in shades
of fall.

But a mysterious ailment—or per-
haps a combination of factors—is
killing hundreds of thousands of
acres of the trees from Nevada, New
Mexico and Arizona through Utah,
Colorado, Wyoming and into Can-
ada, according to the U.S. govern-
ment and independent scientists.

The aspen die-off comes on the
heels of a pine-beetle invasion that
has destroyed millions of acres of ev-
ergreens. Foresters expect to lose vir-
tually every mature lodgepole pine
in Colorado—five million acres of
them.

Aspen and lodgepole pine inter-
mingle across many Rocky Mountain
slopes at elevations of 1,500 to 2,500
meters. Millions of the trees are now
down or brown, transforming the
landscape into a huge fire risk. To
the dismay of hunters, the dying
trees are decimating habitat crucial
to elk, as well as to such smaller ani-
mals as wolverine, lynx and yellow-
bellied marmot.

State and local officials fear a

drop-off in fall-foliage tourism, and
residents complain about dimin-
ished views. “It makes a big brown
hole in the fall colors. A whole lot of
brown holes,” said Rod Sweet, who
lives in Durango, Colo.

Researchers believe they under-
stand why the pine beetles have been
thriving, but what is killing the as-
pen is unclear.

In 2002, the U.S. Forest Service
began investigating reports that en-
tire stands of aspen were dying in
the San Juan Mountains in south-
west Colorado. The phenomenon
was named Sudden Aspen Decline,
or SAD, but scientists say they don’t
fully understand it.

The U.S. Forest Service con-
ducted an aerial survey in Colorado
in 2005 and spotted about 12,000
hectares of dying aspen. Last year,
that figure climbed to 220,000 hect-
ares, or about 15% of the state’s as-
pen forest, according to the Forest
Service’s Rocky Mountain Research
Station.

Fall-foliage tourism overall was
down this year, said Jim Durr, a
board member of the Colorado Tour-
ism Office. He said aspen deaths
were partly at fault, along with the
weak economy.
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U.S. deficit dilemma: this time it’s worse
Gap of $1.4 trillion
will likely get bigger,
even if economy revives

Euro-zone factory-output gains ease worries about growth

By David Wessel

Conveying the enormity of the
U.S. budget deficit is tough. As hu-
mor columnist Dave Barry once ob-
served, millions, billions and tril-
lions sound too much alike. Think
golf balls, watermelons and hot-air
balloons, and you get a better idea.
If today’s tax rates prevail, federal
benefits are paid as promised and
other spending grows at the same
pace as the economy, the deficit will
be bigger in 2019 than at any time in
Barack Obama’s lifetime—and that’s
even if the economy revives.

For the fiscal year that ended
Sept. 30, the final deficit tally will be

about $1.4 trillion.
Measured against
the size of the econ-

omy, that’s 9.9% of gross domestic
product, bigger than any year since
1945. As a share of GDP, tax and
other revenues are lower (15%) and
spending higher (25%) than anytime
in the past 50 years.

President Obama says this isn’t
his fault. Of the $9 trillion in deficits
projected over the next decade, the
White House blames $5 trillion on
the past—the Bush tax cuts, the
wars in Iraq and Afghanistan and
the Medicare prescription-drug bill
that a Republican Congress passed
and George W. Bush signed without
any visible means of support.

The White House pins the other
$4 trillion on the consequences of
the recession and financial crisis.

That assumes that everything la-
beled stimulus is, in fact, stimulus,
but grant that for a moment. The
real problem isn’t how we got here,
it’s where we are: Another day older,
and deeper in debt.

The U.S. has confronted big defi-
cits before. “Numbers like this will
eventually prompt corrective mea-
sures, just as a stark but less worri-
some budget outlook did in 1990,”
Goldman Sachs economists assured
clients last week.

This time will be tougher.
We are starting from a much

deeper hole. When the economy be-
gan climbing out of the deep reces-
sion of the early 1980s, federal debt—
the sum of every annual budget defi-
cit—amounted to less than 30% of
the U.S.’s GDP, the value of all the
goods and services produced in a
year. At the beginning of the 1990s,
it was less than 40%. Today, it ex-
ceeds 50% of GDP and is rising to-
ward 80%, perhaps 100% of GDP
over the next 10 years. Even at to-
day’s low interest rates, the federal
government spent about $195 bil-
lion on interest in fiscal 2009, more
than 10 times the entire NASA bud-
get. A rising debt-to-GDP ratio
means interest takes an ever-
greater slice of the budget, much of
that going to the foreigners.

The president vows that his
health-care plan won’t make the def-
icit bigger. The problem is that the
likely congressional compromise, if
there is one, won’t make the deficit
smaller over the next decade either.
Maybe it will, as Mr. Obama intends,
“bend the cost curve” and reduce
the growth rate of health spending.
But history suggests increases in
spending (subsidizing insurance for
those who lack it) will be more likely

to stick than projected savings. Con-
gress, for instance, almost certainly
will undo cuts in Medicare doctor
fees that were counted as “deficit re-
duction” when they were enacted
earlier. (The House health bill does;
the Senate doesn’t—yet.)

But the president has yet to offer
a business plan to demonstrate how
he will prevent the U.S. from becom-
ing the world’s largest subprime bor-
rower. The White House says: Wait
till health care is done. “We will be
showing more about what we intend
to do about the deficit when the pres-
ident’s budget comes out in Febru-
ary,” promised Peter Orszag, the
president’s budget director.

Inside the administration, the pol-
icy wonks are divided. Those most
pessimistic about the economy talk
of more deficit-widening stimulus,
arguing that reviving economic
growth is the imperative. Deal with
deficits later. Those who see an im-
proving, if sluggish, economy say
the deficit must be addressed before
it causes a crisis of confidence
among U.S. creditors and provokes a
dollar crash or a sharp increase in
bond-market interest rates.

The president’s political advis-
ers are hardly deficit phobes by na-
ture, but see rising public angst
about the deficit and Republicans
scoring points by talking about it.

The latest Wall Street Journal/NBC
News poll posed a choice: Should
Washington “worry more about
keeping the budget deficit down
even though it may mean it will take
longer for the economy to recover”
or should it “worry more about
boosting the economy even though
it may mean larger budget deficits
now and in the future?” Some 62%
chose deficit-fighting; only 30%
picked economic revival.

The rub is that the deficit-fear-
ing public doesn’t want tax in-
creases or spending cuts. “Everyone
dislikes the deficit, and everyone dis-
likes the specific steps you have to
take to get out of it,” Mr. Orszag
says. Even more troublesome, some
of the less politically painful ways to
shrink the deficit probably will be
used to finance an expansion of
health-insurance coverage, such as
squeezing doctors and hospitals or
boosting taxes on upper-income
Americans. Any realistic attack on
deficits will both restrain spending
on benefits and raise taxes (whether
they’re called that or not) on Ameri-
cans earning less than $250,000 a
year, despite the president’s vow
not to do that.

The if-I-were-king answer is to
give the economy a little more care-
fully crafted stimulus now and to en-
act spending restraints and tax in-
creases that take effect in three or
four years when the economy is
healthier. But even if Mr. Obama
could talk Congress into that, the fis-
cal credibility of the U.S. political
system is so weak that few would be-
lieve that the promised belt-tighten-
ing actually would take effect.

Write to me at capital@wsj.com.
Discuss at wsj.com/capital.

Fed minutes reveal concern over strength of U.S. recovery

CAPITAL

By Sudeep Reddy

U.S. Federal Reserve officials last
month discussed expanding a pro-
gram to buy mortgage-backed securi-
ties, a sign of continued concern
within the central bank about the
strength of the economic recovery,
minutes of the Fed’s latest policy
meeting showed.

Some members of the Federal
Open Market Committee thought in-
creasing the size of the program
“could help to reduce economic slack
more quickly,” the minutes said. At
least one member of the committee
believed the improving economic out-
look “could warrant” a reduction in
the purchase target.

The Fed ultimately voted to com-
mit to buying the full $1.25 trillion in
mortgage-backed securities it had an-

nouncedas the upper limit for the pro-
gram, extending the purchases into
March. It also kept its interest-rate
target near zero.

The discussion of enlarging the
mortgage-securities program under-
scored the unease among Fed offi-
cials about the durability about the
economic recovery. Some investors—
along with some Fed policy makers—
worry about an outbreak of higher in-
flation from the vast expansion of the
U.S. central bank’s balance sheet to
boost the economy.

But most Fed officials, while
stressing they have the tools and will-
ingness to scale back their support at
the right time, continue to express
concerns about whether growth will
be strong enough over an extended pe-
riod for the economy to heal from its
deep downturn.

Fed policy makers at the meeting
expressed “considerable uncer-
tainty” about the strength of the econ-
omy’s upturn once special govern-
ment programs to support credit and
housing markets were withdrawn,
the minutes said. FOMC members
“discussed the importance of main-
taining flexibility to expand the asset
purchase programs should the eco-
nomic outlook deteriorate or to scale
back the programs should economic
and financial conditions improve
more than anticipated.”

After the Sept. 22-23 meeting, the
Fed’s policy committee said it ex-
pects inflation “will remain subdued
for some time.” But with weak eco-
nomic activity and slack throughout
the economy, the minutes said, the
FOMC “judged that the costs of
growthturningout to be weakerthan

anticipated could be relatively high.”
Still, central-bank policy makers

appeared across the spectrum in
their inflation concerns. Many offi-
cials viewed the risk of higher or
lower inflation in the next few quar-
ters as “roughly balanced,” the Fed
said. But a few saw “some risk” of a
substantial drop in the inflation rate.
A few officials “felt the risks were
tilted to the upside” over a longer hori-
zon, the minutes said.

Many Fed officials at the meeting
said they had revised upward their
projections for economic growth for
the rest of the year due to a leveling
out in consumer spending, improving
financial conditions andeven a bright-
ening outlook for growth abroad to
support U.S. exports.

But they still said the economic re-
covery “was likely to be quite re-

strained” as consumers and busi-
nesses remained cautious and bank
lending remained tight. The economy
overall was expected to expand
through 2010 “but at a pace that was
unlikely to reduce the unemployment
rate appreciably.”

One area that remained a particu-
lar concern was real estate. Commer-
cial real-estate activity “continued to
fall markedly” in most of the U.S. due
to declining occupancy and rental
rates and tight credit conditions.

In the residential sector, home
sales and prices offered early signs of
stabilization. But some Fed officials
“viewed the improvement as quite
tentative” given the end of the tax
credit for first-time home buyers next
month and the winding down of the
Fed’s program to buy mortgage-
backed securities.

LEADING THE NEWS

*in constant dollars
Note: Projection assumes Bush tax cuts don't expire, appropriated spending grows with economy
Sources: OMB (historical); Committee for a Responsible Federal Budget, CBO (projections)
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Grinding forward
Euro-zone industrial production, 
change from a year earlier
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By Brian Blackstone

A fourth straight monthly rise in
industrial output in the euro zone,
led by its three largest economies,
provided further confirmation that
the region’s severe recession ended
around the middle of the year.

Industrial output in the 16 coun-
tries that have adopted the euro cur-
rency swelled 0.9% in August from
July, the European Union’s statistics
agency said Wednesday. Though be-
low economist expectations, signifi-
cant upward revisions to June and

July output signal that the factory
sector has performed better than
economists had expected.

The production data also eased
worries that the euro zone might
slide back into contraction later this
year or next, though some econo-
mists warned that growth would
likely slow once government stimu-
lus programs run their course.

Output growth was concen-
trated in the euro zone’s biggest
economies, with Germany up 1.5%
from July, France growing 1.9% and
Italy’s factory output swelling 7%.

Ireland posted a steep drop, though
that followed large back-to-back
monthly increases.

Klaus Baader, chief European
economist at Société Générale, said
that while the euro zone experi-
enced “a clear ‘V’ at the beginning of
the recovery,” it is doubtful that the
momentum will continue.

Mr. Baader estimates that euro-
zone gross domestic product grew
0.5% last quarter, on a quarterly ba-
sis. GDP shrank 0.2% in the second
quarter and declined a record 2.5%
in the first quarter.

Société Générale’s forecast for
the third quarter, though at the high
end of the range of economist expec-
tations, is by no means robust when
compared with expected growth
rates in emerging markets and other
major economies such as the U.S.

The steady recovery in produc-
tion suggests there is probably
enough momentum in both invest-
ment and consumer spending to
keep GDP from sliding back into neg-
ative territory, said Enam Ahmed, se-
nior economist at Moody’s Econ-
omy.com.
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By Valerie Bauerlein

And Suzanne Vranica

Energy drinks are meant to be
edgy and cool, and drunk by young
men. So PepsiCo Inc. decided to re-
lease an Apple iPhone application
for its Amp Energy drink to appeal
to guys out on the prowl.

Now the snack and beverage gi-
ant is facing a storm of criticism for
“Amp Up Before You Score.”

The app, released last Friday, pur-
ports to help men pick up any one of
24 types of women, such as the “so-
rority girl,” “cougar,” “rebound girl”
or “punk rock girl.” Users can
choose the type of woman they have
their eye on, then get coached on
facts that might be useful, such as
computing a carbon footprint to im-
press “the treehugger.”

Suggested pick-up lines can be
risqué. To pick up “the artist,” the
app recommends the following line:
“You know the Mona Lisa has no eye-
brows. I wonder what else she
shaves.”

The app then takes the coaching
a step further, encouraging users
who “score” to post details such as
name, date and comments, for their
pals via Facebook and Twitter.

Hundreds of people have criti-
cized the app via Twitter, saying it
contributes to the objectification of
women. Adfreak.com, a sister site of
trade publication AdWeek, asks,
“Does anyone not dislike Amp’s
iPhone app?”

PepsiCo apologized in a Twitter
feed, saying, “Our app tried 2 show
the humorous lengths guys go 2 pick

up women. We apologize if it’s in
bad taste & appreciate your feed-
back.”

When asked if PepsiCo might
pull the app, a spokesman said the
company is looking at the situation
and evaluating its options.

The spokesman said the applica-
tion is meant for iPhone users who
are older than 17. “The application
was designed to entertain and ap-
peal to AMP’s target,” the spokes-
man said. “We’ll continue to moni-
tor the feedback from all parties and
act accordingly.”

Amp—which like most other en-
ergy drinks is packed with caffeine,
sugar,vitaminsandaminoacids—has

triedtobedaringwithitsadvertising.
During the Super Bowl in 2008,

the brand aired a commercial that
showed a fat man who, to start a
stalled car, attaches jumper cables
to his nipples and chugs the drink.

PepsiCo, based in Purchase, N.Y.,
likeother consumerproducts compa-
nies, has invested heavily in social
media and may relish the ruckus.

The app “is pretty edgy, but I
guess its value is proven by the fact
that we’re talking about it,” said
John Sicher, editor and publisher of
Beverage Digest, a trade publica-
tion.

PepsiCo isn’t alone in trying to
balance marketing big brands with
vastly different images, branding ex-
perts said. Another example is Uni-
lever NV, which sells Dove soap in
ads meant to boost women’s self-es-
teem, and Axe deodorant, in ads that
suggest wearing Axe makes men sex-
ually irresistible.

Not everyone dislikes the Amp
iPhone app. Boston dating coach
Thomas Edwards, at theprofession-
alwingman.com, gave the app his
stamp of approval.

“This actually could be useful for
someone you went on multiple
dates with,” he said, in a video mes-
sage posted on his blog. A guy could
pull up links to local vegan restau-
rants if he were dating a “treehug-
ger” type, he noted.

Mr. Edwards said PepsiCo
jumped the gun by apologizing so
quickly. “Stop being negative,” he
said, addressing people who are
quick to pass judgment. “There’s no
harm done here.”

Drink’s ‘app’ gets anger flowing

Tech sector starts comeback
Demand improves,
but any recovery
is likely to be slow

Critics say PepsiCo’s app for its Amp
drink serves to objectify women.

By Archibald Preuschat

Signs of a sustainable recovery
in the technology sector are rising,
driven by Chinese demand and the
launch of netbook computers and
the Windows 7 operating system,
but the recovery must be backed by
a broader economic revival, indus-
try experts said Wednesday.

Shares in the sector soared across
the world after chip maker Intel Inc.,
personal-computer maker Acer Inc.
and ASML Holding NV, which makes
the machines that produce chips, all
said demand was increasing after a
year of decline. The Stoxx Europe 600
technology index gained 1.7%, and
broader equities markets also rose as
investors’ appetite for risk increased
to the highest level in three years, ac-
cording to a survey of fund managers
conducted by Bank of America Merrill
Lynch.

However,ASML Chief Financial Of-
ficer Peter Wennink warned that de-
mand may not be sustained into the
second half of next year unless a
broader economic recovery material-
izes. Citing ASML’s order backlog, Mr.
Wennink said the first half of 2010
will look good.

“What we need for the second half
to be as good is for the world economy
to pick up,” he said.

Economists say the risk of a slight
recovery followedby another contrac-
tion seems to be receding, but with in-
comes flat, unemployment rising and
credit still tight, any recovery is likely
to be a slow, drawn-out affair.

ASML on Wednesday reported its
first net profit in a year as demand
from the chip industry improved after
months of underinvestment. The
Netherlands-based company posted a
net profit of Œ19.7 million ($29.2 mil-
lion) for the quarter ended Sept.30,re-
turning to a profit after three consecu-
tive quarters of losses. The latest re-
sult was down 73% from a net profit of
Œ73.3 million in the year-earlier pe-
riod, as sales fell 20% to Œ555.3 mil-
lion.

The world’s largest maker of li-
thography systems, which map out
tiny electronic circuits on silicon wa-
fers, said it was confident about the
first half of next year thanks to its
Œ1.35 billion order backlog. About
77% of the backlog is for memory-chip
makers and contractors that produce
chips on behalf of other companies.
These chips are used in PCs, cameras,
MP3players and smart phones,and in-

creasingly in laptops and smaller net-
books.

ASML’s results came a day after In-
tel reported third-quarter earnings
that were well above the upbeat pro-
jections it issued several weeks ago.
The chip maker predicted business
conditions would improve even more
in the current quarter, with its closely
watched gross profit margin ex-
pected to rise to the highest level
since late 2005.

Intel executives said they saw
signs of strong buying of laptop PCs,
led by back-to-school purchases in
the U.S. and demand from consumers
in China.

European companies such as ARM
Holdings PLC of the U.K. and STMicro-
electronics of Switzerland saw their
shares rise amid the Intel outlook, but
they declined to comment on their
own prospects ahead of earnings re-
leases in the next few weeks.

Taiwan-based PC maker Acer,
meanwhile, said Wednesdaythat it ex-
pects revenue to be steady this year as
demand from China and elsewhere in
Asia offsets declines in other markets.
Acer also said it expects to overtake
Dell Inc. as the second-biggest PC
maker by shipments sometime in the
next two quarters. Hewlett-Packard
Co. is the biggest PC maker by ship-
ments.

“The life cycle of products is get-
ting shorter, with people quicker to
change [PCs] than before,” said Acer
President Gianfranco Lanci.

“People have been underestimat-
ing demand for a long time,” said Unni
Narayanan, chief executive of Pri-
mary Global Research. Among other
factors, he said, PC makers are plac-
ing orders on the expectation that Mi-
crosoft Corp.’s Windows 7 operating
system—scheduled to be released
Oct. 22—will result in extra demand.

TECHNOLOGY

Shrinking volumes
Chip makers and suppliers hope 
the 2009 world-wide slump in PC 
sales will end in 2010. 

World-wide PC shipments growth
World-wide memory revenue growth

*Forecast
Source: Gartner Inc.
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à As with all investments,
appropriate advice should
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Russians protest election
Opposition parties
leave parliament,
alleging vote-rigging

French investigators
look at several charities

By Gregory L. White

MOSCOW—As U.S. Secretary of
State Hillary Clinton played down
differences with Moscow over
tougher moves against Iran, Rus-
sia’s Prime Minister Vladimir Putin
highlighted the contrasts, saying
Wednesday it is “premature” to
threaten sanctions against Tehran.

At the end of a two-day visit to
Russia where Iran policy was a top
agenda item, Mrs. Clinton said the
Kremlin agrees with the U.S. that
tougher sanctions could become in-
evitable if Iran doesn’t do enough to
allay international concerns that it
is seeking nuclear weapons. She said
she was encouraged after a meeting
Tuesday with President Dmitry
Medvedev, who first suggested last

month that Russia might abandon
its traditional opposition to sanc-
tions if Iran doesn’t cooperate.

But Russian officials have sent
mixed signals on the subject
since then, leading some an-
alysts to speculate that
there could be differences
within the leadership. Mr.
Putin is widely viewed as the
more powerful of the pair
and more skeptical about
U.S. intentions.

Asked by reporters about
possible differences on Iran,
Mr. Putin said late Wednes-
day, “Our president deter-
mines foreign policy. If
Dmitry Anatolievich [Medvedev] said
[sanctions are] inevitable, they’re in-
evitable. But if you look closely at all

his statements and the context he
made them in, you’ll be convinced
that there’s no steel-and-concrete de-
termination toward sanctions.”

Mr. Putin was speaking
in Beijing, at the end of a
summit of the Shanghai Co-
operation Organization, a
group including Russia
and China that has sought
to counter Western domi-
nation of the international
system. His comments
were reported by the Inter-
fax news agency.

Wednesday, Mrs. Clin-
ton, who didn’t meet Mr. Pu-
tin on her Russian visit, said,

“I’m very pleased about how support-
ive the Russians have been in what has
become a united international effort.”

Clinton, Putin on different pages

By David Gauthier-Villars

PARIS—French investigative
magistrates launched a preliminary
probe into several French-based
charities, many of which have ties to
U.S. marketing and mailing organi-
zations, people familiar with the in-
vestigation said Wednesday.

Investigators are trying to deter-
mine whether funds raised by more
than a dozen charities, whose mis-
sions range from supplying food to
children in Africa to providing medi-
cal relief in Asia, were diverted for
other purposes, the people familiar
with the investigation said.

Several individuals have been
questioned by police but no individ-
ual or firm has been put under for-
mal investigation as part of the pre-
liminary probe, the people familiar
with the investigation said.

Under French law, preliminary
probes are often used by prosecu-
tors to gather information before
starting formal probes or putting
people or organizations under for-
mal investigation. People or organi-
zations can be the targets of prelimi-
nary probes without being notified.

The investigating magistrates’
preliminary probe stems in part
from a 2008 report by France’s
health-inspection authorities, the
people familiar with the investiga-
tion said.

In that report, the health authori-
ties said that French-registered
charity Airma had spent only 8.4%
of the Œ5 million ($7.4 million) it had
collected from 2004 to 2006 on its
declared mission of Alzheimer’s re-
search, according to the report,
which was reviewed by The Wall
Street Journal.

In the report, Airma defended it-
self by saying it had incurred high le-
gal costs over that period. The
French health authorities also de-
scribed in the report how Airma re-

lied on U.S. marketing company Mar-
ket Development Group Inc., of
Washington, and on the French
branch of U.S. company Saturn
Corp., which is based in Maryland,
to reach out to potential donors via
post and email.

In their preliminary probe, inves-
tigating magistrates are looking at
Airma and several other charities
that relied on Market Development
Group and Saturn for their market-
ing and mailing services, the people
familiar with the investigation said.

Calls placed to Airma’s listed
headquarters in Mérignac, near Bor-
deaux, were answered by an individ-
ual who said he knew nothing of the
charity. An official at Drive Affaires,
which rented the offices to Airma,
said the charity left the city a year
ago.

Raouf Gueroui, general manager
of Saturn Corp. France, said in an in-
terview that he had been questioned
in 2007 by the health authorities re-
garding Saturn’s business with
Airma. Mr. Gueroui said Saturn’s job
is limited to handling mail and de-
posting checks on behalf of the chari-
ties, and therefore couldn’t have
been involved in any wrongdoing re-
lated to any magistrates’ recent
probe. Market Development Group
didn’t return messages seeking com-
ment.

An official at the Association for
Research and Diabetes, a Paris-
based charity, said that she had
been questioned by police as part of
the investigating magistrates’ pre-
liminary probe. “They told me that
they were satisfied with my an-
swers and I haven’t heard from
them since then,” said Bénédicte
Saxe Sers, the charity’s chief execu-
tive. Ms. Saxe Sers said that her char-
ity was founded by the vice presi-
dent of Market Development Group.
The Association for Research and Di-
abetes raised Œ1.9 million last year.

LEADING THE NEWS

Members of four opposition parties walked out of the State Duma, Russia’s lower
house of parliament, to protest what they say was vote-rigging in regional elections.
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By Gregory L. White

MOSCOW—Russian opposition
parties staged a rare act of disobedi-
ence in Russia’s tightly controlled
political system, walking out of par-
liament Wednesday to protest what
they said were rigged regional elec-
tions last weekend.

Though there was no sign the ac-
tion would have major conse-
quences, it cast a spotlight on vote
manipulation, a phenomenon the op-
position and independent poll moni-
tors say has been widespread for
years in Russia but that the Kremlin
and electoral officials dismiss.

The walkout also posed a prob-
lem for President Dmitry Medvedev,
who Monday praised the vote and
congratulated the ruling United Rus-
sia Party for its strong victory.

Mr. Medvedev has called for a
more open, competitive political sys-
tem, with greater representation for
parties other than United Russia,
which now controls commanding
majorities in national and regional
legislatures, as well as among gover-
nors and mayors. Critics charge the
Kremlin hasn’t backed up the prom-
ises with actions.

U.S. Secretary of State Hillary
Clinton hailed Mr. Medvedev’s rheto-
ric in a speech to students Wednes-
day at Moscow State University, un-
derlining the importance of “culti-
vating core freedoms—free speech,
freedom of the press and freedom to
participate in the political process.”

She didn’t mention the recent elec-
tions. The Obama administration has
generally avoided direct criticism of
Russia’s domestic policies, some-
thing that had been a major irritant
to the Kremlin. Mrs. Clinton’s speech
was shown only briefly on Russian na-
tional TV news, which focused on her
comments on Russian literature.

State media gave more attention
to the walkout in parliament. The
tone was generally critical of the par-
ties that walked out and favorable to
United Russia. The legislature has
been known for theatrical tactics, in-
cluding hunger strikes and fist-
fights, but Wednesday’s walkout
was the broadest in years.

The opposition parties—the ul-
tranationalist Liberal Democratic
Party of Russia, the Communist
Party and Just Russia, a socialist

bloc formed with Kremlin support—
are typically moderate in their criti-
cism of the government.

But, apparently encouraged in
part by Mr. Medvedev’s talk of
greater political diversity, they had
expected better results in Sunday’s
voting, mainly for seats in regional
and local legislatures. United Russia
won nearly 80% of the seats, how-
ever, including all but three of the 35
seats on the city council in Moscow,
where opposition support is tradi-
tionally strong.

“We don’t recognize the results
of these elections,” LDPR leader
Vladimir Zhirinovsky said before
leading his party out of the lower
house of parliament, the State
Duma. “United Russia acquired the
votes through fraud and we can’t sit
in the same hall with fraudsters.”

Legislators accused United Rus-
sia of ballot-stuffing and rigging of
the vote counting. Golos, an indepen-
dent vote-monitoring group, said

earlier this week that the poll wasn’t
fair or free. The group said authori-
ties kept opposition candidates off
the ballots and independent moni-
tors were denied access to the vote-
counting process.

Central Election Commission
head Vladimir Churov denounced
the walkout as “politics” and dis-
missed the allegations of widespread
violations. United Russia leaders
called the opposition sore losers.

A spokeswoman for Mr.
Medvedev said the president had no
plans to satisfy the opposition par-
ties’ main demand—an immediate
meeting with the president to dis-
cuss the vote results.

Sergei Mitrokhin, leader of the
liberal Yabloko party, welcomed the
protest but saw little lasting impact.
“These are parties that have built
themselves into the Kremlin sys-
tem. Of course, it’s a mutiny on the
ship, but she’s still firmly guided by
the hand of Putin and Medvedev.”

Feasibility, implementation, return on inve◊ment
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Devices join long parade of iPhone threats
A look at new super-smart phone models CLIQ and BlackBerry Storm2; both represent second chances of sorts

By Walter S. Mossberg

It’s raining smart phones. No,
make that super-smart phones, the
type of hand-held computer, like Ap-
ple’s iPhone or the models powered
by Google’s Android software, that
browse the Web well, have sophisti-

cated communica-
tion functions and
are made to run a
wide variety of
modern third-

party apps. This holiday season,
new super-smart phone models
seem to be appearing weekly.

So far, the king of this new field,
in my view, remains its pioneer, the
iPhone. Apple’s phone has its limita-
tions, but its design, usability and
versatility have kept it ahead.
There’s a well-equipped iPhone
model available for as little as $99,
and the platform offers a staggering
85,000 downloadable apps. By com-
parison, there are around 10,000
apps for Android, 3,000 for the
newer models of the Research in Mo-
tion BlackBerry, a few hundred mod-
ern apps for phones running the lat-
est versions of Microsoft’s Windows
Mobile software, and even fewer
than that for Palm’s Pre and its
soon-to-be released little sibling,
the Pixi.

But nobody is conceding the
game to Apple. A flood of new An-
droid models is upon us, and RIM,
which has a fanatical following for
its BlackBerry models, is still potent
despite the disappointment sur-
rounding its first touch-screen
model, the Storm.

I’ve been testing two new con-
tenders, and both represent second
chances of sorts. One is the revised
version of the BlackBerry Storm,
called the Storm2, from Verizon.
The other is the first super-smart

phone from Motorola, the fading
former phone leader. It’s an Android-
based model called the CLIQ, which
will be offered by T-Mobile.

Here’s a quick look at these two
new pocket computers.

Motorola CLIQ

The CLIQ is a hefty slider phone,
withatouchscreenontopanda slide-
out physical keyboard underneath.
It has a smaller screen than the
iPhone or Storm, and comes with
just two megabytes of memory ver-
sus 16 megabytes for the $199
iPhone. But the CLIQclaims six hours
of talk time, an hour more than Ap-
ple’s device, and, unlike the iPhone,
it has a removable battery, and ex-
pandable memory. It also has a
higher-resolution camera—five
megapixelsversus three megapixels.

It boasts all of the standard An-

droid features. But what sets the
CLIQ apart is that it’s built around
the idea of consolidating all your
communications and social network-
ing, and making them easy to ac-
cess. Motorola does this with spe-
cial software called Blur, part of
which exists on the device itself and
part on a special Motorola-run
server.

Blur takes the form of special on-
screen widgets. One constantly dis-
plays your own status on various ser-
vices, such as Facebook and Twitter.
Another, called Happenings, shows
your friends’ latest updates on so-
cial-networking services, without
requiring you to enter separate
apps. A third, called Messages, of-
fers a quick snapshot of current
emails and text messages from all
your accounts. Each entry in your ad-
dress book also displays the per-

son’s social networking status and
information.

In my tests, all of these Blur fea-
tures worked nicely and proved
handy, except that I couldn’t get it to
consolidate both of my Gmail ac-
counts.

My biggest gripe was with the
physical keyboard, which I found
cramped and hard to use. The top
row is too close to the bottom of the
screen and, on the bottom row, I
kept hitting the symbols key when I
was aiming for “M” or “N.” So I
found myself constantly resorting
to the virtual on-screen keyboard,
which worked pretty well.

BlackBerry Storm2
The original Storm, RIM’s first

phone without a physical keyboard,
didn’t convert droves of traditional
BlackBerry lovers. This was partly

because it had an odd typing mecha-
nism where the whole screen moved
with each tap on the virtual key-
board. Also, the phone lacked Wi-Fi
and, when held vertically, the device
only offered a cramped on-screen
keyboard with multiple letters on
each key.

The Storm2 fixes all those flaws.
The screen now stays still when
tapped, providing tactile feedback
electronically instead of mechani-
cally. This allows for faster,
smoother typing. The new model
also has Wi-Fi. And you can now use
a full, albeit squeezed, virtual key-
board in vertical mode.

In addition, while the dimen-
sions haven’t changed, the Storm2
looks sleeker and has a few user in-
terface refinements, like an on-
screen Send button.

Overall, I found the Storm2
worked well in my tests. Battery life
was decent, with 5.5 hours of
claimed talk time, and typing was
much improved, though I doubt it
will satisfy lovers of physical key-
boards.

However, this model has much
less memory than the first one—two
gigabytes versus nine. The browser
is still inferior to Apple’s, Google’s
andPalm’s.AndthetraditionalBlack-
Berry interface cries out for a major
overhaul in a touch device like this,
especially when you add a lot of
apps. RIM’s menu and folder meta-
phor seems tired on this device.

Verizon hasn’t set a launch date
for the Storm2, but it’s likely to ap-
pear in November.

The super-smartphone war is
still in its early stages. There are
more and even better devices on the
way, and Apple will have plenty of
clever competition.

Email to mossberg@wsj.com.

Samsung Electronics seeks to match Apple’s magic
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By Evan Ramstad

SUWON, South Korea—Sam-
sung Electronics Co.’s profits are on
the rise again as its chip and display
businesses recover from operating
losses earlier this year. The turn-
around recently helped push its mar-
ket capitalization past Intel Corp.’s
for the first time.

But amid that success Samsung
also is trying to address another con-
cern: matching Apple Inc.’s ability
to sell content and software that run
on cellphones and other devices.

Apple’s iPhone has led the way in
demonstrating that consumers are
becoming more interested in de-
vices that can tap the Internet or run
clever applications. The same phe-
nomenon is spreading to TVs and
DVD players, which increasingly
will be connectable to the Internet
in coming years.

“Our number one goal is to in-
crease the value of our devices by
having software, services and con-
tent available for them,” said Lee Ho-
soo, executive vice president of Sam-
sung’s Media Solutions Center, a
business unit created in July 2008
to coordinate software and content
for cellphones.

The unit was given a bigger man-
date after a companywide reorgani-
zation in December. Next year, for in-

stance, most of Samsung’s TVs will
be able to connect to the Internet
and display widget-like programs
that are now common on personal
computers and cellphones.

Taking the same road as Apple is
difficult for big electronics compa-
nies such as Samsung. In part, that’s
because they have a broader array
of products, making technical com-
patibility more difficult to manage.
And Samsung and other cellphone
makers yielded direct contact with
customers in many nations to phone
carriers, which customize the
phones and control their sale.

“Samsung and other handset ven-
dors have to balance out the require-
ments of their carrier customers,
who may want to offer content them-
selves, and their own desires,” said
Nitesh Patel, senior analyst at Strat-
egy Analytics in London.

More broadly, Samsung’s tradi-
tional competency has been in lower-
ing the cost of manufacturing rather
than the softer skills of working
with content. It also is an innovator
in product design and technology,
which enabled it to become the
world’s largest maker of TVs and sec-
ond-largest maker of cellphones af-
ter Nokia Corp., which has also
made a push into content delivery.

To date, the most visible work of
Samsung’s Media Solutions Center

has been for its cellphones sold in
Europe. This spring, the company
tested a media store for United King-
dom customers, mainly selling mu-
sic to Samsung cellphone users. And
last month, Samsung launched an
online application store for cell-
phone users in the U.K, France and It-
aly.

The Web site initially offered
about 3,000 applications, well be-

low the 75,000 that Apple says are
now available for its iPhone, but
Samsung expects the number to
grow rapidly. It has been holding
workshops for software developers
around the world to encourage pro-
grams for its products. Mr. Lee of
Samsung said the company aims to
provide similar online stores to cus-
tomers in 30 countries next year.

One small software developer,

UAngel Inc. of Bundang, South Ko-
rea, has created some popular
games that make music on smart-
phones. One of U Angel’s programs
allows a person to seemingly play
wine glasses on the touch screen of a
phone. “The development environ-
ment is very friendly for us,” said
Kang Tae-il, a manager at UAngel.

But Samsung isn’t wedded to con-
trolling content delivery itself. It is
providing two phone models to
Vodafone Group PLC in the U.K. to
be used with a suite of Internet ser-
vices for mobile phones and PCs,
called Vodafone 360. The service is
designed to put the phone company
at the center of a customer’s use of
instant messaging, social networks
and other software.

Mr. Patel said the biggest hurdle
Samsung faces is persuading smart-
phone customers to buy data ser-
vice in addition to voice service. Ap-
ple makes that a requirement for
iPhone customers in most markets.

“With a data plan, users aren’t
worried about a bill with spiraling
charges,” Mr. Patel said. Such plans,
he said, spur customers to use a
smartphone more often and buy con-
tent and software for it.
 —Jaeyeon Woo

contributed to this article.
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Motorola’s Android-based model called the CLIQ, left.
The BlackBerryStorm2, right, fixes flaws in the

original Storm, RIM’s first phone without a keyboard.

Source: Gartner Inc. Note: Chart for smartphones does not add up to 100 due to rounding

Who is where?
Global cellphone industry market share, first six months of 2009

Samsung
19%

Nokia
37%

Nokia
43%

LG
10%

Motorola
6%

Sony-Ericsson
5%

Others
23%

Others
16%

Research 
in Motion
19%

Apple
12%

HTC
6%

Fujitsu
3.4%

While Samsung is the world’s 
second-largest maker of 
cellphones . . .

. . . it’s not among the leaders in 
smartphones, which will account 
for about 15% of global cellphones 
this year
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CORPORATE NEWS

Burberry’s sales increase 4.6%
Shoppers’ warm reception of fall-winter clothing line, accessories lifts results

LONDON—Burberry Group PLC
reported better-than-expected sales
for its fiscal second quarter, boosted
by strong in-store demand for the
British luxury brand’s fall-winter
collection of clothes and accesso-
ries.

Sales rose 4.6% to £343 million
($545 million) in the quarter ended
Sept. 30 from £328 million a year
earlier. Sales from Burberry’s own
retail stores open at least a year in-
creased 5%.

Burberry shares rose on the
news, gaining 5.3% to 565.50 pence.

Chief Financial Officer Stacey
Cartwright said the group’s solid re-
sults reflected reduced inventory;
better sales of fully priced merchan-
dise, which improves gross margins;
and an improved net-cash position.
She didn’t elaborate on Burberry’s
current cash position.

But she said she expects
Wednesday’s update to nudge ana-
lysts’ full-year forecasts toward the
top end of market expectations. An-
alysts currently forecast full-year
pretax profit between £160 million
and £190 million.

Burberry attributed the sales in-
crease at its retail stores to consum-
ers’ warm reception of its fall-win-
ter collection. Ms. Cartwright
singled out handbags, small leather
goods and the snood—a pull-on
scarf that can be worn around the
neck as well as on the head—as par-
ticularly popular sellers.

The snood, which sells for
around £175, falls into the group’s
growing nonapparel category, which
includes handbags, small leather
goods, scarves and accessories. Ms.
Cartwright said sales in this division

in the first half matched clothing
sales in its retail stores for the first
time.

She didn’t provide specific fig-
ures for sales growth for accesso-
ries. But Burberry had said nonap-
parel sales for the year ended March
31 had grown to 33% of total sales,
including wholesale and retail, up
from 29% a year earlier.

The brand’s growing share of
sales from accessories is part of the

strategy enacted by Chief Executive
Angela Ahrendts in 2006 to boost
results for underdeveloped product.
The company has refined its product
lines and put the global adverting
spotlight on the boots, handbags
and scarves that compliment Burb-
erry’s clothes. The division is the
now fastest-growing product cate-
gory in the company’s stable.

While Burberry has managed to
burnish its brand with a strong re-

turn of its iconic plaid pattern to
the London catwalk last month and
is increasing its own-store sales at a
pace that belies the global economic
downturn, the retail climate for de-
partment stores and other retails to
which Burberry sells signals the full
impact of the difficult economy.

Wholesale results are a lagging
indicator, reflecting the fulfillment
of orders made six months earlier to
stock department-store shelves. And
most department stores have been
destocking their inventory in an ef-
fort to keep costs down.

Wholesale revenue fell 12% in the
second quarter to £153 million. The
figure tumbled 21% after adjusting
for exchange-rate fluctuations.

Burberry said it expects that
trend to ease somewhat in the sec-
ond half, forecasting a 15% decline
in wholesale revenue excluding cur-
rency effects.

The recent, expected declines in
wholesale results are due in part to
Burberry’s own actions. The com-
pany’s decision to close some
brands and specialty accounts left
around 7% of the decline in the
hands of department stores.

That is still better than the de-
partment stores’ plans for double-
digit cuts in inventory buying, Ms.
Cartwright said.

She added that in the U.S., in in-
fluential department stores such as
Nordstroms, Saks Fifth Avenue and
Bloomingdale’s, Burberry is gaining
market share.

Burberry, which has 102 retail
stores around the world and 250
concessions, earlier this year
slashed costs and cut its work force
around 15% to save £50 million an-
nually. It is slated to report its in-
terim results Nov. 17.

BY KATHY SANDLER

Burberry’s snood, which can be worn around the neck or on the head, was

displayed on the Milan catwalk in February.
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BAE Systems Warns of Impairments
LONDON -- BAE Systems PLC

warned Wednesday it may make sig-
nificant impairments to goodwill
and intangible assets due to the loss
of a key U.S. contract, but said it
continues to anticipate good growth
in 2009.

The U.K. defense giant offered no
new information on its dispute with
the Serious Fraud Office, which is
seeking consent from the attorney
general to prosecute over allega-
tions of bribery in contract awards
in Africa and Eastern Europe.

BAE Systems said it continued to
expend considerable effort seeking

to resolve the matters, and main-
tained that it had at all times acted
responsibly in its dealings with the
SFO, which investigates complex
crimes.

The company warned it might
book significant impairments on
goodwill and other intangible assets
on its balance sheet after it learned
in August that it had lost a U.S. De-
partment of Defense contract for
follow-on production of vehicles un-
der the Family of Medium Tactical
Vehicles program.

The program was part of the Ar-
mor Holdings Inc. business that BAE
Systems acquired in 2007. As of
June 30, the goodwill and other in-

tangible assets carried in the com-
pany’s balance sheet relating to the
Armor acquisition amounted to £2.4
billion, or $3.81 billion.

BAE Systems in early September
protested the loss of the contract.
“The implications for the group can-
not be fully assessed until the out-
come of this protest has been deter-
mined,” the company said
Wednesday. The cash cost of the
contract loss wasn’t expected to be
material.

Meanwhile, sales between July 1
and Oct. 13 were in line with expec-
tations and results were seen bene-
fiting from the pound’s weakness,
the company said.

During the period, BAE Systems
said, it paid £100 million into its
U.K. pension plan and $250 million
into its U.S. plan as part of the in-
cremental contributions announced
earlier this year. The company ex-
pects to book a one-time gain of
about $410 million in the second
half as a result of further pension-
benefit restructuring in the U.S.

The recent fall in the value of the
pound against the dollar is likely to
boost earnings translated from the
U.S. currency into pounds. BAE Sys-
tems, one of the largest contractors
to the U.S. Department of Defense,
generates roughly 60% of its reve-
nue in dollars.

BY JONATHAN BUCK

Rio Tinto iron-ore production climbs 12% to a record
MELBOURNE, Australia—Rio

Tinto increased its forecast for iron-
ore production after strong demand
from steelmakers pushed third-
quarter output to a record.

The miner said it expects to pro-
duce 210 million to 215 million met-
ric tons this year, up from a previ-
ous projection of 200 million tons.

Third-quarter iron-ore output
reached 47.5 million tons, up 12%
from a year earlier and 5% from the

second quarter. Production from the
Pilbara region in Western Australia
operated above its stated capacity.

The company saw “very strong
demand from all markets” in the lat-
est quarter, Sam Walsh, Rio’s chief
executive for iron ore, said in an in-
terview. ”Certainly Chinese demand
has been very strong but we have
also had a pick up across each of the
other markets: Japan, Korea, Tai-
wan, Europe and North America.”

Production of iron ore, a key
steelmaking ingredient, is central to

the Anglo-Australian miner’s profit,
contributing 76% of underlying
earnings in the first half as sagging
prices for base metals weighed on
results in other divisions.

Mr. Walsh criticized the China
Iron and Steel Association’s call for
a China-specific price for iron ore.

“It won’t work in a benchmark
system because, basically, steel pro-
ducers are relying on the fact that
there is one price across the world,”
he said.

Declining ommodity prices have

hit Rio’s aluminum division particu-
larly hard, forcing it to cut back
production. The company said 42%
of smelting capacity for its most
costly aluminum has been sold or
shut down.

Third-quarter aluminum output
fell 4% from a year earlier to
956,000 tons. Rio maintained its
forecast for full-year output at
about 3.8 million tons.

Production of refined copper
production increased 46% to
100,600 tons.

BY ALEX WILSON AND STEPHEN BELL

Diageo posts
lower sales,
keeps outlook

LONDON—Diageo PLC, the
world’s largest spirits company, sur-
prised the market Wednesday with
a drop in fiscal first-quarter sales.

The London-based maker of
Johnnie Walker scotch, Guinness
stout and Smirnoff vodka said its
organic sales in the three months
ended Sept. 30 declined 6% from a
year earlier. That compared with
flat sales in the year ended June 30.
Organic sales strip out the effect of
acquisitions, disposals and currency
fluctuations.

While Diageo, the world’s biggest
alcoholic-drinks producer by vol-
ume, said the first-quarter sales
drop was expected, most analysts
had forecast a decline of less than
4%. Diageo shares closed down 2.1%
in a higher London market.

“The year has started as we
thought it would and we reiterate
our guidance for low single-digit or-
ganic growth in operating profit in
fiscal 2010,” Chief Executive Paul
Walsh said in a statement.

Evolution Securities analyst Si-
mon Hales said the update was
clearly negative. He added that the
sales figure represents shipments to
wholesalers and therefore didn’t
necessarily reflect the state of con-
sumer demand.

Diageo’s customers stocked up
ahead of Christmas in the first quar-
ter of the company’s previous fiscal
year. Since then, distributors have
trimmed back their inventories as a
result of the credit crunch—so the
same level of inventory stocking
was unlikely to occur this year.

Chief Financial Officer Nick Rose
said he is confident the company’s
6% first-quarter sales decline
doesn’t reflect consumer demand
for its products.

“It isn’t about underlying de-
mand,” he said on the sidelines of
the company’s annual shareholder
meeting. “It’s better to judge us at
the half-year stage.”

Mr. Rose said the lower-than-ex-
pected sales level reflected the
lower inventory at the company’s
U.S. distributors compared with a
year earlier.

“Once we’ve been through
Christmas, this will all wash out,” he
added.

Last year, Diageo’s sales in the
first quarter were strong, rising 6%,
only to drop sharply in the second
and third quarters as the recession
and credit crunch hit demand. Dia-
geo warned in August that its first-
quarter figures this year in particu-
lar would be weak.

The company is targeting low-
single-digit organic operating profit
growth in the current year—a sharp
slowdown from Diageo’s historic
trends. As recently as January, it
was targeting annual profit growth
of between 7% and 9%.

In August, Diageo reported full-
year profit growth at the bottom
end of the company’s target range
and predicted even slower earnings
growth in the year ahead, amid
sluggish demand for premium
drinks globally.

The company Wednesday said its
restructuring program is on track to
deliver £120 million ($190 million)
in annual cost savings.

The benefits from less-expensive
media rates were continuing, Diageo
added.

BY MICHAEL CAROLAN
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 27.60 $25.83 –0.07 –0.27%
Alcoa AA 27.90 14.32 0.21 1.49%
AmExpress AXP 13.90 35.09 0.25 0.72%
BankAm BAC 213.20 18.59 0.78 4.38%
Boeing BA 4.20 52.51 0.61 1.18%
Caterpillar CAT 8.90 54.51 1.77 3.36%
Chevron CVX 7.90 75.46 1.39 1.88%
CiscoSys CSCO 45.60 24.38 0.49 2.05%
CocaCola KO 6.30 54.84 0.04 0.07%
Disney DIS 8.40 28.91 0.50 1.76%
DuPont DD 6.80 34.56 1.22 3.66%
ExxonMobil XOM 22.80 71.84 1.58 2.25%
GenElec GE 86.00 16.84 0.45 2.75%
HewlettPk HPQ 13.50 47.89 1.20 2.57%
HomeDpt HD 16.50 27.38 –0.15 –0.54%
Intel INTC 153.10 20.83 0.34 1.66%
IBM IBM 8.80 128.35 1.33 1.05%
JPMorgChas JPM 61.70 47.16 1.50 3.29%
JohnsJohns JNJ 17.90 60.55 –0.46 –0.75%
KftFoods KFT 10.80 26.29 0.30 1.15%
McDonalds MCD 6.80 57.50 0.45 0.79%
Merck MRK 33.00 32.90 0.48 1.48%
Microsoft MSFT 38.50 25.96 0.15 0.58%
Pfizer PFE 126.00 17.37 0.59 3.52%
ProctGamb PG 7.30 57.31 0.05 0.09%
3M MMM 3.90 76.57 1.92 2.57%
TravelersCos TRV 4.50 48.66 0.64 1.33%
UnitedTech UTX 4.60 63.76 1.79 2.89%
Verizon VZ 19.10 28.94 –0.08 –0.28%
WalMart WMT 15.10 50.19 –0.15 –0.30%

Dow Jones Industrial Average P/E: 16
LAST: 10015.86 s 144.80, or 1.47%

YEAR TO DATE: s 1,239.47, or 14.1%

OVER 52 WEEKS s 1,437.95, or 16.8%

 Note: Price-to-earnings ratios are for trailing 12 months
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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

Societe Air France 308 –83 –95 –112 Nationwide Bldg Soc 95 2 –5 –23

Grohe Hldg 1358 –65 –81 –348 Carlsberg Breweries  161 2 ... 11

M real  1369 –40 –52 –64 Heineken 143 2 –1 3

Carlton Comms 438 –29 –33 26 3i Gp  218 2 –1 –65

ITV  437 –26 –38 7 Rank Gp  138 2 ... ...

Wendel 502 –14 –21 –123 Hammerson  225 3 –2 –25

GKN Hldgs 277 –12 –15 10 CIR SpA CIE Industriali Riunite 393 3 –10 –63

Brit Awys 501 –11 7 –52 Metso  218 3 –23 –49

Norske Skogindustrier 1023 –11 –36 15 FKI  85 3 ... –18

Bertelsmann 256 –11 –14 27 Kabel Deutschland  439 3 –33 –16

Source: Markit Group

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

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

BASF Germany Commodity Chemicals $55.6 40.61 7.38% 54.2% 22.7%

Barclays U.K. Banks 67.4 3.84 6.56 60.2 –45.0

Anglo Amer U.K. General Mining 49.5 23.11 6.30 74.3 –5.7

Rio Tinto U.K. General Mining 73.2 29.98 5.27 54.0 31.5

Siemens Germany Diversified Industrials 94.0 69.00 5.15 49.0 0.5

Diageo U.K. Distillers & Vintners $42.1 9.56 –2.05% 12.8 –0.2

E.ON Germany Multiutilities 80.3 26.94 –1.57 –1.7 –14.2

Tesco U.K. Food Rtlrs & Whlslrs 46.9 3.74 –1.19 11.6 –4.1

Nestle S.A. Switzerland Food Products 156.4 43.60 –0.37 4.1 –0.4

RWE Germany Multiutilities 48.5 62.22 –0.24 8.3 –19.3

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

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

ArcelorMittal 63.0 27.11 5.14% 23.4% –14.9%
Luxembourg (Iron & Steel)
Soc. Generale 53.0 48.08 4.66 4.1 –58.8
France (Banks)
BHP Billiton 65.5 18.42 4.33 101.0 83.4
U.K. (General Mining)
Banco Santander 138.4 11.39 4.26 25.6 –7.1
Spain (Banks)
Deutsche Bk 51.8 56.00 4.19 65.1 –42.9
Germany (Banks)
Credit Suisse Grp 70.3 60.40 3.96 31.6 –18.9
Switzerland (Banks)
UBS 67.1 19.20 3.95 –4.4 –72.4
Switzerland (Banks)
ABB 50.7 22.20 3.64 33.7 31.7
Switzerland (Industrial Machinery)
BNP Paribas S.A. 98.7 55.95 3.31 –2.7 –33.3
France (Banks)
BG Grp 65.3 11.44 3.16 54.6 66.4
U.K. (Integrated Oil & Gas)
Bayer 60.1 48.79 3.04 16.5 21.5
Germany (Specialty Chemicals)
Total S.A. 146.6 41.92 2.95 14.7 –21.2
France (Integrated Oil & Gas)
AXA S.A. 60.7 19.49 2.85 4.4 –36.2
France (Full Line Insurance)
Nokia 57.5 10.30 2.79 –12.6 –35.4
Finland (Telecomms Equipment)
Banco Bilbao Viz 69.6 12.46 2.72 22.6 –32.9
Spain (Banks)
HSBC Hldgs 198.4 7.23 2.68 3.3 –18.1
U.K. (Banks)
ENI 106.4 17.83 2.47 17.7 –26.0
Italy (Integrated Oil & Gas)
Royal Dutch Shell A 106.0 20.06 2.43 12.4 –24.5
U.K. (Integrated Oil & Gas)
UniCredit 68.8 2.76 2.42 31.1 –50.9
Italy (Banks)
Intesa Sanpaolo 55.8 3.16 2.35 –3.3 –41.8
Italy (Banks)

BP 184.3 5.59 2.23% 34.9% –7.0%
U.K. (Integrated Oil & Gas)
Assicurazioni Gen 44.5 19.17 2.13 –9.0 –29.9
Italy (Full Line Insurance)
ING Groep 38.7 12.49 2.09 4.7 –65.2
Netherlands (Life Insurance)
Telefonica S.A. 134.5 19.19 2.05 26.9 36.3
Spain (Fixed Line Telecomms)
Sanofi-Aventis S.A. 104.4 53.31 2.05 30.4 –23.8
France (Pharmaceuticals)
Deutsche Telekom 61.6 9.48 1.88 –9.7 –26.2
Germany (Mobile Telecomms)
Daimler 55.5 35.10 1.81 38.4 –14.6
Germany (Automobiles)
Allianz SE 59.4 88.12 1.70 13.0 –38.6
Germany (Full Line Insurance)
L.M. Ericsson Tel B 30.8 71.20 1.57 52.5 –46.5
Sweden (Telecomms Equipment)
SAP 64.1 35.08 1.42 35.8 –14.8
Germany (Software)
Roche Hldg Part. Cert. 117.0 169.50 1.38 5.7 –22.6
Switzerland (Pharmaceuticals)
Vodafone Grp 125.8 1.35 1.31 18.8 5.2
U.K. (Mobile Telecomms)
GDF Suez 100.8 29.93 1.11 8.3 –3.2
France (Multiutilities)
GlaxoSmithKline 114.8 12.59 1.00 17.0 –14.7
U.K. (Pharmaceuticals)
Unilever 52.1 20.40 0.92 14.0 4.2
Netherlands (Food Products)
Astrazeneca 64.6 27.86 0.41 26.2 –18.6
U.K. (Pharmaceuticals)
Novartis 134.2 51.65 0.29 –4.8 –30.0
Switzerland (Pharmaceuticals)
France Telecom 70.2 17.78 0.25 –9.8 –5.7
France (Fixed Line Telecomms)
Iberdrola S.A. 49.9 6.37 –0.16 8.7 –27.0
Spain (Conventional Electricity)
British Amer Tob 63.8 19.75 –0.20 17.1 36.6
U.K. (Tobacco)

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 0.06% 0.65% 2.1% 6.8% 7.1%
Event Driven 0.30% 2.21% 6.0% 12.7% -1.6%
Equity Market Neutral 0.11% -1.17% -2.2% -5.3% -9.8%
Equity Long/Short 0.28% -0.12% 3.5% 4.2% -1.7%

*Estimates as of 10/13/09, 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 0.87 100.62% 0.01% 1.00 0.78 0.88

Eur. High Volatility: 12/1 1.46 97.86 0.01 1.76 1.34 1.53

Europe Crossover: 12/1 5.47 98.10 0.05 6.15 5.06 5.68

Asia ex-Japan IG: 12/1 1.05 99.76 0.01 1.26 1.03 1.12

Japan: 12/1 1.16 99.21 0.01 1.53 0.99 1.27

 Note: Data as of October 13

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

In percentage points
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BLUE CHIPS & BONDS

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

Behind Asia’s deals: Bank revenues from equity capital markets

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

Source: Dealogic
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CORPORATE NEWS

Soured mortgages weigh on GE
Bad loans in U.K.
threaten to hurt
giant’s earnings

One of the biggest hits to Gen-
eral Electric Co.’s earnings on Fri-
day will likely be its ongoing losses
on subprime U.K. mortgages. But
unlike its quick exit from U.S. mort-
gages, GE plans to hold steady in
the U.K. in the hope of capitalizing
on a projected housing shortage.

The looming losses on British
mortgages highlight ongoing weak-
ness in GE’s finance unit, known as
GE Capital, which investors will be
watching Friday when GE reports
third-quarter financial results.

Losses and writedowns at GE
Capital have hobbled the conglomer-
ate in the past two years. Analyst
Scott Davis of Morgan Stanley ex-
pects quarterly profit at GE Capital
to fall 94% from a year ago, contrib-
uting to a projected 57% decline in
GE earnings.

GE said it expects to lose as
much as $2 billion between 2008
and 2010 on subprime U.K. mort-
gages. As of July 28, 15.8% of its
$23 billion U.K. mortgage portfolio
value was 90 days behind payment,
the company said.

That’s more than six times the
2.4% delinquency rate on all U.K.
mortgages, according to the Council
of Mortgage Lenders.

But it is lower than other British
subprime lenders.

GE’s industrial businesses, mean-
while, which make such things gas
turbines, wind turbines and aircraft
engines, have kept the company
earning money despite major losses
at GE Capital, which in addition to
the mortgage losses has taken hits
on its private- label credit cards and
its $80 billion commercial real es-
tate portfolio.

GE’s stock price, dragged down
by the finance unit, has rebounded
from a low of $6 in March to trade
at $16.80 Wednesday afternoon,
near the price it started the year.

The company is also expected to
be one of the biggest recipients of
money from the U.S. government’s
stimulus plan, aiming for as much
as $100 billion from stimulus spend-
ing in the next three years from big-
ticket items such as building a
“smart” power grid, health-care
technology and renewable energy.

GE Capital’s consumer-finance

unit, known as GE Money, acquired
a series of British lenders beginning
in 2001. The U.K. became GE’s larg-
est market for mortgage lending, ac-
counting for roughly half its $60 bil-
lion global portfolio by 2008.

The U.K. operation dwarfed GE’s
move into U.S. mortgages, where it
bought subprime lender WMC Mort-
gage in 2004, before selling it in
2007 after about $1 billion in losses.
GE says it has a more conservative
model in the U.K., where regulation
is stricter on brokers and lenders.

The U.K.’s property boom
matched that of the U.S. Mortgage
debt as a percent of gross domestic
product in the U.K. topped 80% in
2007, similar to the U.S., and was up
from 40% in 1987. In 2007, 45% of
U.K. mortgage borrowers didn’t
have to verify their income, accord-
ing to the Financial Services Au-
thority.

The subsequent 25% plunge in
U.K. home prices effectively wiped
out lenders such as Northern Rock
PLC, now controlled by the U.K. gov-
ernment; HBOS PLC, now part of
Lloyds Banking Group PLC; and Ab-
bey National PLC, now part of
Santander Group.

The companies GE Money ac-
quired were aggressive lenders, spe-
cializing in loans to borrowers with
patchy credit histories, loans where
borrowers didn’t have to verify in-
come and mortgages for rental

property, according to several mort-
gage experts in the U.K. GE says it
improved the companies’ lending
practices.

“We compare very favorably” to
other subprime lenders, says GE
spokesman Russell Wilkerson. Fitch
Ratings says 25% of mortgages to
U.K. borrowers with impaired credit
histories were more than 90 days
delinquent in June, up from 13% in
December.

GE says it employs sophisticated
risk-management practices and was
among the first U.K. lenders to con-
sider borrowers’ previous debts, as
well as income, in making loans. Mr.
Wilkerson says GE limited its self-
certification loans to self-employed
borrowers, and subjected those to
some reviews.

Earlier this year, GE ramped up
foreclosures to get delinquent mort-
gages off its books.

Nonetheless, Mr. Wilkerson says
GE is “committed to maintaining a
presence in the U.K.” even as com-
petitors such as Citigroup Inc. and
several British lenders have scaled
back new business. “We believe the
specialist mortgage market will re-
cover, and this will be helped by the
housing shortage in the U.K.,” he
says.

Analysts are mixed on the out-
look for the U.K. market. “Home
prices appear to have stabi-
lized...and [U.K.] repossessions are

already close to peaking,” wrote JP
Morgan analyst Bruce Kasman in a
recent report.

But analysts at Fitch Ratings say
“rising unemployment in Europe has
not yet worked through” to delin-
quencies and foreclosures, particu-
larly for subprime and nonconform-
ing portfolios.

GE issued $26 million in U.K.
mortgages in the first half of this
year, compared with $5 billion in all
of 2008. World-wide, GE said it
plans to originate $1 billion or less
in mortgages this year, down from
$13.8 billion in 2008 and $25.4 bil-
lion in 2007.

BY PAUL GLADER

GE expects to lose up to $2 billion from 2008 to 2010 on subprime U.K. mortgages. London property signs this summer.
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A fixer-upper
GE Money's gross mortgage lending
in the U.K.
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Redstone will pare his stakes in CBS and Viacom
Media mogul Sumner Redstone’s

privately held company, National
Amusements Inc., said it will sell
more shares in Viacom Inc. and CBS
Corp. and reduce its voting control
in both U.S. media conglomerates in
order to pay off its $1.46 billion
debt and hold on to the bulk of its
movie-theater chain.

Facing a $500 million debt pay-
ment later this month, the company
said Wednesday that it plans to sell
about $600 million worth of Viacom
shares and $345 million of CBS
shares, along with some noncore as-
sets, to pay off its creditors. A per-
son familiar with the situation said
Mr. Redstone is in the process of
selling 35 U.S. movie theaters out-
side of National Amusements’ core

business in the Northeast.
National Amusements said it will

sell all its nonvoting shares in both
Viacom and CBS, and it will convert
a portion of its voting shares into
nonvoting shares and sell those as
well. It intends to maintain at least
three-quarters of the voting power
at both companies, and said it has
no intention of further reducing its
ownership.

National Amusements’ total eq-
uity holdings in Viacom will be re-
duced to between 6% and 8% from
10.6%, while its 10.5% interest in
CBS will be cut to between 5% and
7%.

“As a result of our actions, Na-
tional Amusements will be out of
debt with its creditors and will still
control its most important assets,”
Mr. Redstone said in a statement.

The stock sale is expected to
pressure shares of both Viacom and
CBS, which have risen strongly in
recent months. In late-afternoon
trading Wednesday on the New York
Stock Exchange, Viacom shares were
up 0.4% at $28.80, and CBS shares
were up 2.1% at $12.41 in a broadly
stronger market.

Last autumn, during the stock
market’s historic selloff, National
Amusements was forced by lenders
to sell $230 million worth of non-
voting shares in both companies. Af-
ter that, Mr. Redstone said he didn’t
expect to be required to sell any
more shares in either company.
Then, when his company reached an
agreement with creditors to restruc-
ture its debt last spring, National
Amusements’ Viacom and CBS
holdings were included in a list of

assets that the company could sell
to meet its obligations.

National Amusements began ne-
gotiating a sale of part or all of its
movie-theater business last spring
to raise cash, but a person familiar
with the process said Mr. Redstone
was dissatisfied with the offers for
the theaters.

Meanwhile, Mr. Redstone has
had a public spat with his daughter,
Shari Redstone, who runs the the-
ater business, further complicating
the situation.

UBS analyst Michael Morris said
Wednesday’s announcement will
“remove an overhang from the
stocks and likely provide a buying
opportunity for the most attrac-
tively priced stocks in major media.”
—Nathan Becker and George Stahl

contributed to this article.

BY NAT WORDEN

BASF reports
earnings drop,
stays cautious

FRANKFURT—BASF SE surprised
investors by releasing third-quarter
results early, saying that although
sales and earnings fell from a year
earlier, the figures were better than
expected and showed an improve-
ment from the second quarter.

BASF, the world’s biggest chemi-
cals company by revenue, tempered
Wednesday’s positive tone by noting
that the recovery is “slow and re-
mains fragile” and cautioning that
markets have stabilized only at a
low level.

Investors nonetheless reacted
positively, sending shares in BASF
and other European chemicals com-
panies sharply higher amid hopes
the worst is over for the sector.

BASF shares rose 7.4% in Ger-
many to €40.61 ($60.22). Shares in
Germany’s Lanxess AG were 6.3%
higher at €25.41, while Switzerland-
based Clariant AG was up 7.3% to
11.03 Swiss francs ($10.78), and Bel-
gium-based Solvay SA was up 3% to
€73.50 in Brussels.

In its preliminary earnings state-
ment, BASF said sales for the quar-
ter ended Sept. 30 totaled €12.8 bil-
lion. That was down 19% from a
year earlier but up 2.4% from the
second quarter of 2009. Earnings
before interest and taxes before spe-
cial items totaled €1.25 bil-
lion—down 20% from a year earlier
but 9.5% higher than the second
quarter. The company didn’t publish
net-profit figures. It is to report fi-
nal third-quarter results Oct. 29.

“The results are even higher
than our already ambitious esti-
mates,” said UniCredit analyst An-
dreas Heine. “Whether recovery is
sustainable is still a bit uncertain.”

Some analysts said the resulting
share-price rally seemed overdone
given the third-quarter results are
still well below year-earlier levels.

“Actually the figures don’t come
as a big surprise, as there have been
signs that demand improved se-
quentially in the third quarter [from
the second quarter] from depressed
levels,” said Helvea’s Martin Flueck-
iger, adding that “currently there’s a
tendency in the market to interpret
any news positively.”

NordLB pointed out that BASF
likely won’t attain the earnings level
of 2008, before the downturn took
its toll, until 2012. The brokerage is
sticking to its “sell” rating on BASF.

BASF said restructuring mea-
sures had a positive impact on its
results. It also experienced growth
in Asia, especially China.

Mr. Heine said chemicals demand
in Europe also increased.

—Julia Mengewein in Zurich
contributed to this article.

BY ALLISON CONNOLLY
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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.

2.20% 2 DJ Global Index -a % % 225.13 1.64% 26.3% 4.17% 14 U.S. Select Dividend -b % % 619.71 1.00% 0.7%

1.88% 20 Global Dow 1233.80 1.26% 9.5% 1953.53 1.83% 20.2% 3.97% 17 Infrastructure 1355.80 0.39% 7.4% 1927.01 0.96% 17.9%

2.75% 47 Stoxx 600 247.00 2.08% 13.7% 274.87 2.61% 24.8% 1.41% 9 Luxury 868.90 1.43% 39.3% 1098.18 2.00% 53.0%

2.89% 36 Stoxx Large 200 262.80 2.13% 11.4% 290.86 2.65% 22.2% 5.70% 6 BRIC 50 428.00 2.46% 59.7% 608.29 3.03% 75.3%

2.12% -63 Stoxx Mid 200 234.60 1.82% 25.9% 259.62 2.35% 38.1% 2.79% 15 Africa 50 749.10 0.49% 3.9% 708.82 1.06% 14.1%

2.15% 150 Stoxx Small 200 150.20 1.99% 26.9% 166.13 2.52% 39.2% 3.19% 9 GCC % % 1541.50 0.50% –25.9%

2.77% 40 Euro Stoxx 276.80 2.14% 16.1% 308.08 2.67% 27.4% 2.69% 18 Sustainability 803.90 1.63% 12.7% 1011.82 2.20% 23.8%

2.89% 34 Euro Stoxx Large 200 292.50 2.24% 13.8% 323.50 2.77% 24.9% 2.19% 14 Islamic Market -a % % 1920.29 1.61% 31.6%

2.20% 76 Euro Stoxx Mid 200 265.90 1.55% 26.4% 294.03 2.08% 38.6% 2.56% 14 Islamic Market 100 1602.70 1.11% 12.1% 2044.83 1.68% 23.1%

2.26% -52 Euro Stoxx Small 200 171.00 1.98% 30.4% 188.96 2.51% 43.1% 2.56% 14 Islamic Turkey -c % % % %

4.79% 13 Stoxx Select Dividend 30 1455.90 2.30% 7.2% 1856.70 2.83% 17.6% 1.89% 22 DJ U.S. TSM % % 11238.05 1.43% 22.7%

3.96% 15 Euro Stoxx Select Div 30 1741.30 2.34% 12.0% 2229.22 2.87% 22.8% % DJ-UBS Commodity 122.00 –0.03% –13.2% 132.04 0.48% –4.8%

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

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

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

Australia 1.0951 1.7470 1.0761 0.1586 0.0372 0.1968 0.0123 0.2953 1.6318 0.2192 1.0646 ...

 Canada 1.0287 1.6410 1.0108 0.1490 0.0350 0.1849 0.0115 0.2774 1.5328 0.2059 ... 0.9393

 Denmark 4.9955 7.9693 4.9086 0.7234 0.1699 0.8979 0.0559 1.3470 7.4438 ... 4.8564 4.5616

 Euro 0.6711 1.0706 0.6594 0.0972 0.0228 0.1206 0.0075 0.1810 ... 0.1343 0.6524 0.6128

 Israel 3.7087 5.9164 3.6441 0.5370 0.1261 0.6666 0.0415 ... 5.5263 0.7424 3.6054 3.3866

 Japan 89.3200 142.4922 87.7665 12.9337 3.0375 16.0541 ... 24.0842 133.0957 17.8801 86.8323 81.5626

 Norway 5.5637 8.8758 5.4669 0.8056 0.1892 ... 0.0623 1.5002 8.2905 1.1137 5.4087 5.0805

 Russia 29.4059 46.9112 28.8945 4.2580 ... 5.2853 0.3292 7.9290 43.8177 5.8865 28.5869 26.8520

 Sweden 6.9060 11.0171 6.7859 ... 0.2349 1.2413 0.0773 1.8621 10.2906 1.3824 6.7137 6.3062

 Switzerland 1.0177 1.6235 ... 0.1474 0.0346 0.1829 0.0114 0.2744 1.5165 0.2037 0.9894 0.9293

 U.K. 0.6268 ... 0.6159 0.0908 0.0213 0.1127 0.0070 0.1690 0.9341 0.1255 0.6094 0.5724

 U.S. ... 1.5953 0.9826 0.1448 0.0340 0.1797 0.0112 0.2696 1.4901 0.2002 0.9721 0.9132

Source: Thomson Reuters via WSJ Market Data Group

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

WSJ.com

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

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

Corn (cents/bu.) CBOT 383.00 1.25 0.33% 707.00 302.00
Soybeans (cents/bu.) CBOT 994.00 1.00 0.10 1,557.50 670.00
Wheat (cents/bu.) CBOT 513.00 1.75 0.34 1,155.75 439.25
Live cattle (cents/lb.) CME 85.575 0.900 1.06 116.900 83.400
Cocoa ($/ton) ICE-US 3,149 53 1.71 3,329 1,961
Coffee (cents/lb.) ICE-US 139.25 0.80 0.58 189.00 112.00
Sugar (cents/lb.) ICE-US 22.71 –0.08 –0.35% 26.25 11.91
Cotton (cents/lb.) ICE-US 67.08 1.20 1.82 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,160.00 3 0.14 2,493 1,990
Cocoa (pounds/ton) LIFFE 2,095 25 1.21 2,185 1,187
Robusta coffee ($/ton) LIFFE 1,445 18 1.26 2,256 1,275

Copper (cents/lb.) COMEX 284.45 5.00 1.79 378.00 131.15
Gold ($/troy oz.) COMEX 1064.70 –0.30 –0.03 1,072.00 494.00
Silver (cents/troy oz.) COMEX 1790.80 6.80 0.38 2,200.00 740.00
Aluminum ($/ton) LME 1,896.00 –47.00 –2.42 2,212.00 1,288.00
Tin ($/ton) LME 14,250.00 –325.00 –2.23 15,700.00 9,750.00
Copper ($/ton) LME 6,210.00 –89.00 –1.41 6,499.00 2,815.00
Lead ($/ton) LME 2,188.00 –142.00 –6.09 2,459.50 870.00
Zinc ($/ton) LME 2,010.00 –81.00 –3.87 2,091.00 1,065.00
Nickel ($/ton) LME 18,200 –600 –3.19 21,150 9,000

Crude oil ($/bbl.) NYMEX 75.60 0.89 1.19 146.86 22.50
Heating oil ($/gal.) NYMEX 1.9739 0.0229 1.17 4.1862 1.3291
RBOB gasoline ($/gal.) NYMEX 1.8766 0.0280 1.51 3.4800 1.0890
Natural gas ($/mmBtu) NYMEX 4.436 –0.152 –3.31 12.405 3.491
Brent crude ($/bbl.) ICE-EU 73.87 0.88 1.21 149.27 45.99
Gas oil ($/ton) ICE-EU 613.50 9.00 1.49 1,338.00 434.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Oct. 14
Per In

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

Argentina peso-a 5.6978 0.1755 3.8238 0.2615

Brazil real 2.5477 0.3925 1.7098 0.5849

Canada dollar 1.5328 0.6524 1.0287 0.9721
1-mo. forward 1.5328 0.6524 1.0286 0.9722

3-mos. forward 1.5328 0.6524 1.0287 0.9721
6-mos. forward 1.5335 0.6521 1.0291 0.9717

Chile peso 822.91 0.001215 552.25 0.001811
Colombia peso 2730.35 0.0003663 1832.33 0.0005458

Ecuador US dollar-f 1.4901 0.6711 1 1
Mexico peso-a 19.5203 0.0512 13.1000 0.0763

Peru sol 4.2527 0.2351 2.8540 0.3504
Uruguay peso-e 30.622 0.0327 20.550 0.0487

U.S. dollar 1.4901 0.6711 1 1
Venezuela bolivar 3.20 0.312530 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.6318 0.6128 1.0951 0.9132
China yuan 10.1719 0.0983 6.8264 0.1465

Hong Kong dollar 11.5483 0.0866 7.7500 0.1290
India rupee 68.7607 0.0145 46.1450 0.0217

Indonesia rupiah 13962 0.0000716 9370 0.0001067
Japan yen 133.10 0.007513 89.32 0.011196

1-mo. forward 133.07 0.007515 89.30 0.011198
3-mos. forward 133.01 0.007518 89.26 0.011203

6-mos. forward 132.89 0.007525 89.18 0.011213
Malaysia ringgit-c 5.0224 0.1991 3.3705 0.2967

New Zealand dollar 2.0192 0.4952 1.3551 0.7380
Pakistan rupee 124.125 0.0081 83.300 0.0120

Philippines peso 69.141 0.0145 46.400 0.0216
Singapore dollar 2.0741 0.4821 1.3920 0.7184

South Korea won 1724.34 0.0005799 1157.20 0.0008642
Taiwan dollar 48.033 0.02082 32.235 0.03102
Thailand baht 49.784 0.02009 33.410 0.02993

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

Euro zone euro 1 1 0.6711 1.4901

1-mo. forward 1.0001 0.9999 0.6711 1.4900

3-mos. forward 1.0004 0.9996 0.6714 1.4895

6-mos. forward 1.0011 0.9989 0.6718 1.4885

Czech Rep. koruna-b 25.880 0.0386 17.368 0.0576

Denmark krone 7.4438 0.1343 4.9955 0.2002

Hungary forint 267.19 0.003743 179.31 0.005577

Norway krone 8.2905 0.1206 5.5637 0.1797

Poland zloty 4.2092 0.2376 2.8248 0.3540

Russia ruble-d 43.818 0.02282 29.406 0.03401

Sweden krona 10.2906 0.0972 6.9060 0.1448

Switzerland franc 1.5165 0.6594 1.0177 0.9826

1-mo. forward 1.5162 0.6596 1.0175 0.9828

3-mos. forward 1.5155 0.6599 1.0170 0.9832

6-mos. forward 1.5142 0.6604 1.0162 0.9841

Turkey lira 2.1529 0.4645 1.4448 0.6921

U.K. pound 0.9341 1.0706 0.6268 1.5953

1-mo. forward 0.9342 1.0704 0.6270 1.5950

3-mos. forward 0.9345 1.0701 0.6271 1.5946

6-mos. forward 0.9347 1.0699 0.6272 1.5943

MIDDLE EAST/AFRICA
Bahrain dinar 0.5618 1.7801 0.3770 2.6526

Egypt pound-a 8.1620 0.1225 5.4775 0.1826

Israel shekel 5.5263 0.1810 3.7087 0.2696

Jordan dinar 1.0553 0.9476 0.7082 1.4120

Kuwait dinar 0.4268 2.3432 0.2864 3.4916

Lebanon pound 2238.88 0.0004467 1502.50 0.0006656

Saudi Arabia riyal 5.5883 0.1789 3.7503 0.2666

South Africa rand 10.8531 0.0921 7.2835 0.1373

United Arab dirham 5.4729 0.1827 3.6729 0.2723

SDR -f 0.9348 1.0697 0.6274 1.5940

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 600 246.98 5.04 2.08% 25.4% 13.7%

 21 DJ Stoxx 50 2489.99 57.42 2.36 20.6% 10.7%

 40 Euro Zone DJ Euro Stoxx 276.82 5.81 2.14 24.2% 16.1%

 18 DJ Euro Stoxx 50 2950.82 71.76 2.49 20.4% 14.5%

 17 Austria ATX 2729.26 41.94 1.56 55.9% 20.2%

 14 Belgium Bel-20 2584.29 52.27 2.06 35.4% 24.1%

 12 Czech Republic PX 1176.6 13.3 1.14 37.1% 17.8%

 18 Denmark OMX Copenhagen 315.91 6.71 2.17 39.7% 13.6%

 14 Finland OMX Helsinki 6443.90 99.65 1.57 19.3% 6.7%

 16 France CAC-40 3882.67 81.28 2.14 20.7% 14.8%

 20 Germany DAX 5854.14 139.83 2.45 21.7% 20.4%

 … Hungary BUX 21365.75 561.88 2.70 74.5% 47.5%

 19 Ireland ISEQ 3322.47 48.21 1.47 41.8% 17.4%

 13 Italy FTSE MIB 24348.23 419.46 1.75 25.1% 9.6%

 … Netherlands AEX 325.47 5.94 1.86 32.3% 23.8%

 14 Norway All-Shares 391.22 8.33 2.18 44.8% 33.1%

 17 Poland WIG 38974.80 936.08 2.46 43.1% 25.7%

 18 Portugal PSI 20 8881.73 142.72 1.63 40.1% 26.7%

 … Russia RTSI 1441.24 41.22 2.94% 128.1% 82.7%

 11 Spain IBEX 35 11870.9 262.6 2.26 29.1% 22.3%

 15 Sweden OMX Stockholm 289.63 7.01 2.48 41.8% 40.1%

 14 Switzerland SMI 6405.92 84.66 1.34 15.7% 8.4%

 … Turkey ISE National 100 51026.08 954.53 1.91 89.9% 73.3%

 13 U.K. FTSE 100 5256.10 101.95 1.98 18.5% 28.8%

 41 ASIA-PACIFIC DJ Asia-Pacific 122.73 1.00 0.82 31.1% 24.8%

 … Australia SPX/ASX 200 4831.1 45.4 0.95 29.8% 12.4%

 … China CBN 600 25842.16 234.43 0.92 75.0% 69.8%

 20 Hong Kong Hang Seng 21886.48 419.12 1.95 52.1% 36.8%

 20 India Sensex 17231.11 204.44 1.20 78.6% 59.4%

 … Japan Nikkei Stock Average 10060.21 –16.35 –0.16% 13.6% 5.4%

 … Singapore Straits Times 2708.48 40.08 1.50 53.8% 31.5%

 11 South Korea Kospi 1649.09 20.16 1.24 46.7% 23.0%

 1 AMERICAS DJ Americas 289.77 4.08 1.43 28.1% 24.1%

 … Brazil Bovespa 66057.29 1411.70 2.18 75.9% 78.4%

 19 Mexico IPC 30849.49 238.39 0.78 37.8% 46.3%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Oct. 14, 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* 292.05 –0.28% 28.3% –0.9%

2.50% 25 World (Developed Markets) 1,142.15 –0.33% 24.1% –3.4%

2.30% 26 World ex-EMU 132.53 –0.21% 23.2% –4.1%

2.40% 28 World ex-UK 1,142.40 –0.29% 23.7% –3.1%

3.00% 26 EAFE 1,566.93 –0.41% 26.6% 0.9%

2.20% 19 Emerging Markets (EM) 950.99 0.07% 67.7% 20.8%

3.50% 17 EUROPE 84.07 –0.97% 21.1% –6.1%

3.70% 19 EMU 183.79 –0.94% 29.4% 0.5%

3.30% 21 Europe ex-UK 94.19 –1.05% 21.4% –3.6%

4.10% 15 Europe Value 96.81 –1.09% 24.9% –4.4%

2.80% 19 Europe Growth 70.87 –0.84% 17.3% –7.8%

2.50% 18 Europe Small Cap 156.51 –0.77% 55.0% 8.1%

2.10% 10 EM Europe 269.03 –2.17% 69.4% –8.0%

3.80% 12 UK 1,533.13 –1.08% 16.6% 5.4%

2.70% 21 Nordic Countries 130.44 –1.01% 33.0% –1.7%

1.50% 9 Russia 738.64 –2.31% 79.2% –8.7%

2.90% 13 South Africa 688.45 0.26% 18.9% 10.3%

2.60% 24 AC ASIA PACIFIC EX-JAPAN 402.08 0.40% 62.6% 24.5%

1.30% -41 Japan 558.66 0.39% 5.4% –18.2%

2.00% 19 China 62.03 1.07% 52.1% 35.1%

0.90% 20 India 680.95 0.00% 84.4% 33.8%

0.80% 26 Korea 460.10 –0.42% 49.9% 15.0%

2.70% 415 Taiwan 275.68 –0.04% 59.0% 23.2%

1.90% 32 US BROAD MARKET 1,191.84 –0.30% 21.3% –7.0%

1.30% -17 US Small Cap 1,629.63 –0.42% 30.7% –4.8%

3.30% 15 EM LATIN AMERICA 3,948.91 0.85% 90.1% 23.9%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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GM seesbigChina growth
Salesshouldrise
47%fromayear
ago, carmakersays

BEIJING— General Motors Co.’s
sales in China this year will likely
exceed 1.6 million vehicles, said
Kevin Wale, president and managing
director of GM China Group.

The forecast represents an in-
crease of about 47% from last year,
when GM’s total vehicle sales in
China rose 6.1% to 1.09 million. GM
in September forecast its China sales
growth would exceed 40% this year.

GM sold 1.29 million vehicles in
China in the January-September pe-
riod this year, up 56% from the same
period last year. GM counts sales of
Wuling commercial vans, produced
by a joint venture of which GM owns
a third, as part of its overall sales.

By comparison, Toyota Motor
Corp.’s sales in China have suffered
this year after a failure to anticipate
the demand for smaller cars. The
Japanese auto maker’s China sales
from January through August rose
9% from a year earlier to 415,000
vehicles.

Toyota has said it seeks to raise
its 2009 sales in China slightly from
2008 levels, when its sales rose 17%
to 585,000.

Car makers in China have bene-
fited from Beijing’s policies to boost
sales, including tax incentives for

purchases of vehicles with engines
of 1.6 liters or smaller, and subsidies
to encourage sales of some autos in
rural areas. Both policies are set to
expire at the end of the year.

GM’s sales performance in China
could prove especially vulnerable to
changes in government policy, as all
of the vehicles sold by its Wuling
joint venture with SAIC Motor Corp.
and Wuling Automobile Co. qualify
for the small-engine tax cut. Sales by
the venture accounted for more than
60% of GM’s volume in China in the
January-September period.

Mr. Wale said he is confident the
Chinese government will take appro-
priate actions next year to maintain
stability in the country’s auto mar-
ket, which is on track to overtake
the U.S. as the world’s largest car
market this year. Mr. Wale also said
demand from smaller cities “should
ensure some growth momentum.”

GM aims to increase its Chinese
sales volume next year at a slightly
faster rate than that of the overall
auto industry, he said.

Tuesday, GM Chief Executive Fre-
derick “Fritz” Henderson, on his
first trip to China since GM emerged
from bankruptcy in July, said China
plays an increasingly important role
in GM’s global operations.

Mr. Wale echoed those remarks
Wednesday. “China is a key part of
GM’s future strategy. It is currently
the largest and fastest growing mar-
ket in the world,” he said. “We will
continue to put priority on our suc-
cess here in China.”

GM executives have repeatedly
extolled China’s significance but ha-

ven’t quantified how much revenue
comes from the country.

The China Association of Auto-
mobile Manufacturers said Tuesday
that China’s passenger-vehicle sales
in September rose 84% from a year
earlier to 1.02 million.Tota vehicle
sales from January through Septem-
ber rose 34% from a year earlier to
9.66 million. The association expects
overall auto sales for the whole year
to exceed 12 million.

Mr. Henderson said Tuesday that
GM plans to launch a new Chevrolet
Sail by the Lunar New Year in mid-
February, designed and developed
primarily by the Pan-Asia Technical
Automotive Center Co., or Patac, an
automotive design and development
joint venture between GM and SAIC
Motor in Shanghai.

Mr. Henderson said the compact
Sail “has been developed for cus-
tomers in China and has great po-
tential for other customers in
emerging markets.” GM said in Au-
gust that its Wuling joint venture
will expand exports of two micro-
minivans produced in China,.

Other auto makers also have
come up with small, no-frills cars
targeted at emerging markets. Ford
Motor Co.’s recently unveiled Figo,
to be made in India, will be ex-
ported, as will be Renault SA’s low-
cost Dacia models.

Separately, GM’s Thai subsidiary
said it has reached an agreement
with striking assembly workers that
will allow production to resume
Thursday at its factory in Rayong
province, the Associated Press re-
ported. Production had halted Oct. 5.

BY PATRICIA JIAYI HO
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Speeding up
GM automobile sales in China

Source: the company

General Motors CEO Fritz Henderson
at a Chinese dealership in Shanghai
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Abbott’s net rises as Humira rebounds
Abbott Laboratories’ third-quar-

ter profit rose 36%, helped by
higher sales of nutritional products
and heart devices and accelerating
sales growth for the company’s top
drug, arthritis treatment Humira.

The earnings exceeded Abbott’s
forecast, and the company boosted
its outlook for the year.

The Abbott Park, Ill., company
has enjoyed solid sales and profit
growth in recent years, avoiding
some of the pitfalls affecting its ri-
vals in the pharmaceutical industry.
But Abbott pins much of its growth
on certain products, including Hu-
mira, sales growth of which slowed
earlier this year. Abbott shares are
down about 7% year-to-date, though
they have been on the rise in recent
weeks. Abbott shares were up 3.4%
in Wednesday afternoon trading on
the New York Stock Exchange.

To diversify, Abbott has made a
series of acquisitions, including
agreeing in September to purchase

Solvay SA’s pharmaceutical unit for
$6.6 billion.

Abbott on Wednesday reported
earnings of $1.48 billion, or 95 cents
a share, compared with $1.09 billion,
or 69 cents a share, a year earlier.
Excluding items, earnings rose 17%
to 92 cents. Abbott in July forecast
earning 88 cents–90 cents a share
on that basis.

Net sales increased 3.5% to $7.76
billion. Unfavorable currency-ex-
change rates sliced 4.9 percentage
points from growth.

Sales in Abbott’s biggest divi-
sion, pharmaceuticals, declined 1.6%
to $4.06 billion. U.S. sales fell 6.6%,
and non-U.S. sales rose 3.8%. But
sales of Humira rose 24% to $1.49
billion, accelerating from earlier in
the year when sales growth for the
arthritis drug slowed because of
currency fluctuations and rising co-
payments for some patients.

Abbott forecast that Humira’s
sales would increase 18%–20% this
year, compared with the 15%–20%
forecast previously. Abbott began

the year forecasting that Humira’s
sales would rise 25%.

Sales of HIV drug Kaletra fell
8.7%, combined sales of cholesterol
drugs TriCor and Trilipix fell 1%.
Sales rose 11% for cholesterol drug
Niaspan. Sales of epilepsy treatment
Depakote plunged 71% because of
competition from generic drugs.

Sales of nutritional products, in-
cluding Similac baby formula, rose
9.8% to $1.39 billion.

Sales of Abbott’s diagnostics
products declined 0.3% to $909 mil-
lion.

Sales for Abbott’s vascular prod-
ucts—which include the Xience V
artery-opening stent—rose 4.7%, a
marked slowdown from recent quar-
ters. Xience was introduced in the
U.S. in the summer of last year, so
the most-recent quarter was the
first with meaningful year-earlier
comparisons for Xience.

Abbott raised its forecast for
full-year earnings to $3.70–$3.72 a
share excluding items from
$3.65–$3.70.

BY PETER LOFTUS

P&G takes on taboo
with Web campaign

To promote its line of feminine
sanitary products in Singapore,
Procter & Gamble Co. is taking on
a cultural taboo.

P&G has gone online in an effort
to instill a positive attitude in young
Singaporean women about their
menstrual periods, seeking to dispel
some of the squeamishness toward
the subject that persists in much of
Asia. In doing so, it hopes to win the
loyalty of a new generation of cus-
tomers for Whisper, its Asian brand
of sanitary napkins.

Whisper currently has a 22%
market share in Singapore, just be-
hind Kimberly-Clark’s Kotex brand,
which has a 23% share, according to
market researcher Euromonitor In-
ternational.

Whisper’s new campaign, called
“Happy It’s Here!,” began in early
September and involves an interac-
tive Web site on which users can
post real-time comments among
smiling clouds that say, “It’s here!”
It also includes a group on social-
networking site Facebook.

“I love my life, and I’m proud to
be me,” one poster wrote on the
Web site www.happyitshere.com.
Another wrote, “I have a reason to
pamper myself with chocs!”

P&G says the comments are
unedited, but it reserves the right to
remove expletives.

In recent years, P&G has adopted
a more direct approach to market-
ing its global female hygiene brands,
Always and Tampax, seeking a big-
ger piece of a world-wide market
Euromonitor estimated at $3 billion
last year; Singapore accounted for
about $32.2 million of that total.

In the U.S., P&G has relied in
part on cheeky TV commercials that
exhort women to “Outsmart Mother
Nature” or “Have a Happy Period.”
But in Singapore, where much of the
TV audience might be shocked by
such slogans, P&G is trying a differ-
ent tack, using the Internet to prod
younger women to talk openly about
their menstrual cycles, while also
providing health tips and debunking
menstrual myths.

“We see our role as being over
and beyond just selling the prod-
ucts,” says Sujay Wasan, associate
marketing director for P&G’s femi-

nine-care division in Asia. “Periods
are not a necessary evil, or a curse,
or a problem to be solved. It’s an
absolutely natural part of being a
woman, and it needs to be appreci-
ated and celebrated,” he said.

The main feature of the “Happy
It’s Here!” Web site, which is heavy
on pastel colors, is a calendar on
which a young woman can enter the
date her last cycle began. That gen-
erates day-by-day advice on when
such symptoms as insomnia or sen-
sitive skin might be a problem, and
tips on how to cope. (When mood
swings are a problem, it says, “Of-
fer to take the neighborhood dogs
out for a walk. You’ll get a fun
workout at the same time!”)

The site carries a small Whisper
logo in the bottom corner, with little
smiling clouds that can be down-
loaded as emoticons or wallpaper
desktops.

The Facebook page comes with
an application that allows users to
send uplifting mesages to one an-
other and a “Happy It’s Here!”
badge to pin on one’s personal Face-
book page. On the group page,
young women ask for advice, like
whether exercising should be
avoided during “that time of
month.” (The consensus: light exer-
cise is great.)

The Singapore campaign, which
like P&G’s global campaign, is over-
seen by Publicis Groupe’s Leo Bur-
nett Co., stemmed from a survey of
500 young women in the city-state.
It found that they had many miscon-
ceptions about their periods—for in-
stance, that they increased thirst
and caused poor eyesight. Only 5%
of respondents said they felt happy
at the onset of their cycles.

Nick Handel, regional director of
digital for Leo Burnett, says the ini-
tial response has been encouraging.
Last month, the agency began buy-
ing “unobtrusive” ads on Facebook
and instant-messaging program
MSN Messenger that promise to re-
veal “secrets of the cycle.” Clicking
on the ad leads to the Web site. The
agency also has recruited several fe-
male bloggers to document their cy-
cles, day by day. “A key pillar of our
campaign is for women to appreci-
ate their period by defining how the
cycle is a part of their life,” Mr.
Handel says.

BY JONATHAN CHENG

Anheuser-Pepsi purchase pact

Anheuser-Busch Inbev NV and
PepsiCo Inc. agreed to jointly pur-
chase goods and services for their
U.S. operations to get more competi-
tive prices.

The purchases may include com-
puter hardware, office supplies,
travel services, transportation,
maintenance, repair and operating
supplies.

While it is unusual for large inde-
pendent companies to make joint
purchases, Anheuser-Busch InBev
and PepsiCo go back a long way.
AmBev, which is part of the Belgian
brewer, is a PepsiCo bottler in Brazil
and several other Latin American
countries.

Still, the pact raises questions
about how the companies could col-
laborate even further, possibly tak-
ing advantage of their distribution

capabilities. Industry watchers have
often speculated about the possibil-
ity of a wider collaboration between
the two beverage companies, al-
though there are no signs that latest
pact will translate into anything big-
ger in the near future.

In an e-mail statement, An-
heuser-Busch InBev said the agree-
ment “is nothing more than joint
purchasing in the United States for
goods and services for use primarily
in U.S. operations.”

No further joint activities are be-
ing contemplated at this time, the
brewer said.

PepsiCo spokesman Dick Detwiler
said the two companies were fo-
cused purely on jointly purchasing
indirect goods and services. The deal
won’t involve commodities, he said.

Procurement experts for each
company will focus on common ar-
eas of spending and negotiate pur-
chases on behalf of both.

BY ANIALI CORDEIRO
AND KATHY SHWIFF
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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 D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 09/30 EUR 100.85 2.5 –11.3 –10.7
D'Auriol Opp F3 EUR EU MM CYM 09/30 EUR 989.58 –0.7 –14.3 –14.3

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 09/04 USD 730.68 62.0 –43.7 –29.8

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com
Horseman EmMkt Opp EUR GL EQ GBR 09/30 EUR 169.66 –21.0 –12.6 0.2
Horseman EmMkt Opp USD GL EQ USA 09/30 USD 170.66 –22.2 –14.2 –1.2
Horseman EurSelLtd EUR EU EQ GBR 09/30 EUR 189.54 –9.4 –10.6 5.6
Horseman EurSelLtd USD EU EQ GBR 09/30 USD 196.17 –9.8 –10.4 5.0
Horseman Glbl Ltd EUR GL EQ CYM 09/30 USD 380.23 –22.8 –12.2 0.9
Horseman Glbl Ltd USD GL EQ CYM 09/30 USD 380.23 –22.8 –12.2 0.9

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
Global Absolute OT OT GGY 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 10/09 USD 360.75 87.8 11.9 –33.4
Antanta MidCap Fund EE EQ AND 10/09 USD 650.10 124.3 7.8 –36.3
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 5.6 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 –6.4 3.0 6.9
Winton Futures USD Cls B OT OT VGB 09/30 USD 693.03 –5.5 5.1 9.7

LuxPro-Dragon P AS EQ LUX 10/14 EUR 145.85 60.7 44.8 –14.4
LuxTopic-Aktien Europa EU EQ LUX 10/14 EUR 17.01 18.7 18.7 –5.2
LuxTopic-Pacific AS EQ LUX 10/14 EUR 14.98 65.5 32.1 –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

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 10/13 USD 351.72 43.3 44.9 6.7
Sel Emerg Mkt Equity GL EQ GGY 10/13 USD 207.74 58.6 41.8 –13.5
Sel Euro Equity EUR US EQ GGY 10/09 EUR 95.50 28.2 11.6 –22.3
Sel European Equity EU EQ GGY 10/13 USD 186.99 36.0 20.0 –21.2
Sel Glob Equity GL EQ GGY 10/13 USD 189.16 31.7 18.8 –20.4
Sel Glob Fxd Inc GL BD GGY 10/13 USD 142.72 10.7 11.0 –0.4
Sel Pacific Equity AS EQ GGY 10/13 USD 146.19 61.7 49.6 –11.4
Sel US Equity US EQ GGY 10/13 USD 120.70 19.8 6.2 –18.5
Sel US Sm Cap Eq US EQ GGY 10/13 USD 170.97 30.8 13.4 –18.8

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 10/13 EUR 28.75 9.6 –9.2 –42.9
MP-TURKEY.SI OT OT SVN 10/13 EUR 32.52 66.5 35.1 –23.1

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq EU EQ LVA 10/13 EUR 3.53 68.1 –6.9 –38.6
Parex Eastern Europ Bal OT OT LVA 10/13 EUR 13.18 53.6 14.7 –3.0
Parex Eastern Europ Bd EU BD LVA 10/13 USD 14.25 63.4 23.5 2.7
Parex Russian Eq EE EQ LVA 10/13 USD 19.46 124.7 65.8 –17.7

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 10/14 USD 170.12 53.4 34.1 –19.0
PF (LUX)-Asian Eq-Pca AS EQ LUX 10/14 USD 162.19 52.4 32.9 –19.8
PF (LUX)-Biotech-Pca OT EQ LUX 10/13 USD 286.49 0.5 –5.1 –10.3
PF (LUX)-CHF Liq-Pca CH MM LUX 10/13 CHF 124.23 0.2 0.4 1.2
PF (LUX)-CHF Liq-Pdi CH MM LUX 10/13 CHF 93.77 0.2 0.4 1.2
PF (LUX)-Digital Comm-Pca OT EQ LUX 10/13 USD 110.23 35.6 36.7 –9.9
PF (LUX)-East Eu-Pca EU EQ LUX 10/13 EUR 297.55 122.8 52.0 –22.8
PF (LUX)-Emg Mkts-Pca GL EQ LUX 10/14 USD 516.32 69.7 44.1 –17.0
PF (LUX)-Eu Indx-Pca EU EQ LUX 10/13 EUR 96.13 25.7 10.7 –18.8
PF (LUX)-EUR Bds-Pca EU BD LUX 10/13 EUR 384.51 3.0 5.7 3.1
PF (LUX)-EUR Bds-Pdi EU BD LUX 10/13 EUR 292.61 3.0 5.7 3.1
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 10/13 EUR 145.85 16.8 20.8 5.1
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 10/13 EUR 102.53 16.8 20.8 5.1
PF (LUX)-EUR HiYld-Pca EU BD LUX 10/13 EUR 141.26 56.6 36.9 –2.6
PF (LUX)-EUR HiYld-Pdi EU BD LUX 10/13 EUR 81.89 56.6 36.9 –2.6
PF (LUX)-EUR Liq-Pca EU MM LUX 10/13 EUR 135.89 0.9 1.7 2.6
PF (LUX)-EUR Liq-Pdi EU MM LUX 10/13 EUR 97.94 0.9 1.7 2.7
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 10/13 EUR 102.39 0.5 1.1 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 10/13 EUR 101.02 0.5 1.1 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 10/13 EUR 390.74 27.7 9.8 –23.5
PF (LUX)-EuSust Eq-Pca EU EQ LUX 10/13 EUR 126.28 24.9 9.4 –21.2
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 10/13 USD 245.56 29.6 43.9 11.7
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 10/13 USD 167.05 29.6 43.9 11.7
PF (LUX)-Gr China-Pca AS EQ LUX 10/14 USD 331.73 55.9 38.6 –15.5
PF (LUX)-Indian Eq-Pca EA EQ LUX 10/14 USD 362.53 89.2 55.6 –11.6
PF (LUX)-Jap Index-Pca JP EQ LUX 10/14 JPY 8661.84 6.3 –5.9 –26.4
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 10/14 JPY 7607.34 4.2 –11.0 –30.7
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 10/14 JPY 7388.47 3.7 –11.6 –31.1
PF (LUX)-JpEq130/30-Pca JP EQ LUX 10/14 JPY 4308.43 9.7 –3.7 –26.4
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 10/13 USD 51.25 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 10/14 USD 271.25 71.3 46.6 –10.6
PF (LUX)-Piclife-Pca CH BA LUX 10/13 CHF 779.72 13.1 8.8 –6.3

PF (LUX)-PremBrnds-Pca OT EQ LUX 10/13 EUR 59.84 35.6 16.2 –16.0
PF (LUX)-Rus Eq-Pca OT OT LUX 10/13 USD 62.06 171.7 83.6 NS
PF (LUX)-Security-Pca GL EQ LUX 10/13 USD 94.76 32.6 27.2 –12.3
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 10/13 EUR 446.01 36.7 17.9 –19.9
PF (LUX)-US Eq-Ica US EQ LUX 10/13 USD 99.73 22.1 9.6 –14.1
PF (LUX)-USA Index-Pca US EQ LUX 10/13 USD 87.04 20.1 8.6 –15.9
PF (LUX)-USD Gov Bds-Pca US BD LUX 10/13 USD 515.26 –2.9 5.5 6.4
PF (LUX)-USD Gov Bds-Pdi US BD LUX 10/13 USD 378.08 –2.9 5.5 6.4
PF (LUX)-USD Liq-Pca US MM LUX 10/13 USD 131.02 0.6 1.1 2.0
PF (LUX)-USD Liq-Pdi US MM LUX 10/13 USD 85.55 0.6 1.1 2.0
PF (LUX)-USD Sov Liq-Pca OT OT LUX 10/13 USD 101.56 0.3 0.8 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 10/13 USD 100.85 0.3 0.8 NS
PF (LUX)-Water-Pca GL EQ LUX 10/13 EUR 114.45 11.1 0.9 –15.4
PF (LUX)-WldGovBds-Pca GL BD LUX 10/13 USD 169.57 2.9 13.4 9.7
PF (LUX)-WldGovBds-Pdi GL BD LUX 10/13 USD 140.35 2.9 13.4 9.7

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 10/13 USD 12.37 57.8 35.9 –10.3
Japan Fund USD JP EQ IRL 10/14 USD 16.71 13.8 34.5 –4.1
Polar Healthcare Class I USD OT OT IRL 10/13 USD 12.38 NS NS NS
Polar Healthcare Class R USD OT OT IRL 10/13 USD 12.37 NS NS NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 09/30 USD 118.48 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 08/31 USD 9.17 35.9 –24.7 –17.9
Europn Conviction USD B EU EQ CYM 09/30 USD 132.78 5.0 12.4 10.7
Europn Forager USD B OT OT CYM 09/30 USD 219.18 22.5 16.6 1.8
Latin America USD A GL EQ CYM 06/30 USD 14.25 2.2 –4.7 14.7
Paragon Limited USD A OT OT CYM 12/31 USD 309.60 12.7 12.7 14.2
UK Fund USD A OT OT CYM 09/30 USD 189.35 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 10/13 EUR 687.31 22.0 8.3 –19.0
Core Eurozone Eq B EU EQ IRL 10/13 EUR 816.31 24.1 13.5 NS
Euro Fixed Income A EU BD IRL 10/13 EUR 1227.45 8.4 7.8 –1.4
Euro Fixed Income B EU BD IRL 10/13 EUR 1308.71 8.9 8.4 –0.8
Euro Small Cap A EU EQ IRL 10/13 EUR 1177.65 38.9 13.3 –23.4
Euro Small Cap B EU EQ IRL 10/13 EUR 1259.83 39.6 13.9 –22.9
Eurozone Agg Eq A EU EQ IRL 10/13 EUR 655.04 31.8 15.7 –20.4
Eurozone Agg Eq B EU EQ IRL 10/13 EUR 940.16 32.4 16.4 –19.9
Glbl Bd (EuroHdg) A GL BD IRL 10/13 EUR 1358.89 13.5 11.9 2.8
Glbl Bd (EuroHdg) B GL BD IRL 10/13 EUR 1440.46 14.0 12.6 3.5
Glbl Bd A EU BD IRL 10/13 EUR 1072.07 9.3 7.7 2.5
Glbl Bd B EU BD IRL 10/13 EUR 1140.29 9.9 8.4 3.1
Glbl Real Estate A OT EQ IRL 10/13 USD 861.52 29.2 5.3 –23.0
Glbl Real Estate B OT EQ IRL 10/13 USD 887.03 29.8 5.9 –22.5
Glbl Real Estate EH-A OT EQ IRL 10/13 EUR 767.94 22.4 –1.8 –24.5
Glbl Real Estate SH-B OT EQ IRL 10/13 GBP 72.24 21.8 –2.5 –24.1
Glbl Strategic Yield A EU BD IRL 10/13 EUR 1541.77 36.4 27.0 0.7
Glbl Strategic Yield B EU BD IRL 10/13 EUR 1647.77 37.0 27.8 1.3
Japan Equity A JP EQ IRL 10/13 JPY 11643.45 12.7 8.0 –26.2
Japan Equity B JP EQ IRL 10/13 JPY 12394.02 13.2 8.7 –25.7
PacBasn (Ex-Jap) Eq A AS EQ IRL 10/13 USD 2200.04 71.1 56.7 –11.5
PacBasn (Ex-Jap) Eq B AS EQ IRL 10/13 USD 2344.86 71.9 57.7 –10.9
Pan European Eq A EU EQ IRL 10/13 EUR 937.17 30.4 14.6 –20.0
Pan European Eq B EU EQ IRL 10/13 EUR 997.75 31.0 15.2 –19.6
US Equity A US EQ IRL 10/13 USD 840.67 25.6 10.3 –16.9
US Equity B US EQ IRL 10/13 USD 898.91 26.2 11.0 –16.4
US Small Cap A US EQ IRL 10/13 USD 1251.09 24.4 8.3 –18.2
US Small Cap B US EQ IRL 10/13 USD 1338.64 25.0 8.9 –17.7

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 10/14 EUR 14.28 1.1 15.2 12.6
Asset Sele C H-CHF OT OT LUX 10/14 CHF 99.09 NS NS NS
Asset Sele C H-GBP OT OT LUX 10/14 GBP 100.38 NS NS NS
Asset Sele C H-JPY OT OT LUX 10/14 JPY 9947.36 NS NS NS
Asset Sele C H-NOK OT OT LUX 10/14 NOK 114.25 1.5 NS NS
Asset Sele C H-SEK OT OT LUX 10/14 SEK 143.33 0.5 15.9 13.0
Asset Sele C H-USD OT OT LUX 10/14 USD 100.24 NS NS NS
Asset Sele D H-SEK OT OT LUX 10/14 SEK 134.51 0.5 NS NS
Choice Global Value -C- GL EQ LUX 10/14 SEK 74.92 24.5 10.3 –23.7
Choice Global Value -D- OT OT LUX 10/14 SEK 71.79 24.5 10.2 –23.7
Choice Global Value -I- OT OT LUX 10/14 EUR 6.48 33.1 5.1 –27.5
Choice Japan Fd -C- OT OT LUX 10/14 JPY 46.87 4.2 –6.2 –27.8
Choice Japan Fd -D- OT OT LUX 10/14 JPY 42.15 4.3 –6.1 –27.8
Choice Jpn Chance/Risk JP EQ LUX 10/14 JPY 49.60 10.8 –4.6 –29.8
Choice NthAmChance/Risk US EQ LUX 10/14 USD 3.85 37.3 13.2 –15.2
Ethical Europe Fd OT OT LUX 10/14 EUR 1.92 28.4 4.3 –23.4
Europe 1 Fd OT OT LUX 10/14 EUR 2.76 32.2 6.2 –23.2
Europe 3 Fd EU EQ LUX 10/14 EUR 3.85 26.3 0.8 –25.0
Global Chance/Risk Fd GL EQ LUX 10/14 EUR 0.57 22.4 4.7 –18.6
Global Fd -C- OT OT LUX 10/14 USD 2.11 26.9 10.3 –17.7
Global Fd -D- OT OT LUX 10/14 USD 1.32 26.9 NS NS
Nordic Fd OT OT LUX 10/14 EUR 5.49 36.8 23.8 –13.4

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 10/14 USD 7.22 59.4 41.1 –13.9
Choice Asia ex. Japan -D- OT OT LUX 10/14 USD 1.27 59.4 NS NS
Currency Alpha EUR -IC- OT OT LUX 10/14 EUR 10.43 –4.4 –4.8 –0.3
Currency Alpha EUR -RC- OT OT LUX 10/14 EUR 10.34 –4.8 –5.3 –0.8
Currency Alpha SEK -ID- OT OT LUX 10/14 SEK 96.99 –8.2 –8.7 NS
Currency Alpha SEK -RC- OT OT LUX 10/14 SEK 106.58 –4.8 –5.3 –0.8
Generation Fd 80 OT OT LUX 10/14 SEK 7.57 18.7 10.2 –13.1
Nordic Focus EUR NO EQ LUX 10/14 EUR 76.45 53.2 19.2 NS
Nordic Focus NOK NO EQ LUX 10/14 NOK 78.74 53.2 19.2 NS
Nordic Focus SEK NO EQ LUX 10/14 SEK 83.92 53.2 19.2 NS
Russia Fd OT OT LUX 10/14 EUR 8.68 160.0 73.8 –13.8

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 10/14 USD 1.74 25.3 8.8 –16.7
Ethical Glbl Fd -C- OT OT LUX 10/14 USD 0.82 20.7 NS NS
Ethical Glbl Fd -D- OT OT LUX 10/14 USD 0.80 33.3 13.7 –16.4
Ethical Sweden Fd NO EQ LUX 10/14 SEK 39.87 44.6 36.0 –9.4
Index Linked Bd Fd SEK OT BD LUX 10/14 SEK 13.19 3.5 5.5 5.8
Medical Fd OT EQ LUX 10/14 USD 3.10 8.1 2.8 –10.2
Short Medium Bd Fd SEK NO MM LUX 10/14 SEK 8.80 1.1 2.1 2.5
Technology Fd -C- OT OT LUX 10/14 USD 0.20 NS NS NS
Technology Fd -D- OT OT LUX 10/14 USD 2.38 53.1 29.0 –9.7
World Fd -C- OT OT LUX 10/14 USD 28.62 NS NS NS
World Fd -D- OT OT LUX 10/14 USD 2.17 35.5 20.3 –11.2

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 10/14 EUR 1.27 0.0 0.6 1.1
Short Bond Fd EUR -D- OT OT LUX 10/14 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 10/14 SEK 21.95 1.8 2.9 2.7
Short Bond Fd USD US MM LUX 10/14 USD 2.49 –0.3 0.4 1.3

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 10/14 SEK 10.34 2.7 3.8 1.0
Alpha Bond Fd SEK -B- NO BD LUX 10/14 SEK 8.95 2.7 3.8 1.0
Alpha Bond Fd SEK -C- NO BD LUX 10/14 SEK 25.87 2.6 3.7 0.9
Alpha Bond Fd SEK -D- NO BD LUX 10/14 SEK 8.06 2.6 3.6 0.9
Alpha Short Bd SEK -A- NO MM LUX 10/14 SEK 11.09 2.6 3.4 3.1
Alpha Short Bd SEK -B- NO MM LUX 10/14 SEK 10.14 2.6 3.4 3.1
Alpha Short Bd SEK -C- NO MM LUX 10/14 SEK 21.68 2.5 3.3 3.0
Alpha Short Bd SEK -D- NO MM LUX 10/14 SEK 8.20 2.5 3.3 3.0
Bond Fd SEK -C- NO BD LUX 10/14 SEK 42.60 2.5 8.7 6.7
Bond Fd SEK -D- NO BD LUX 10/14 SEK 12.37 2.6 8.7 6.1
Corp. Bond Fd EUR -C- EU BD LUX 10/14 EUR 1.25 14.9 19.2 2.7
Corp. Bond Fd EUR -D- EU BD LUX 10/14 EUR 0.96 15.0 19.3 2.5
Corp. Bond Fd SEK -C- NO BD LUX 10/14 SEK 12.43 15.7 16.5 1.4
Corp. Bond Fd SEK -D- NO BD LUX 10/14 SEK 9.40 15.7 16.5 1.4
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 10/14 EUR 104.14 0.3 8.7 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 10/14 EUR 108.52 4.8 13.4 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 10/14 SEK 1118.54 4.8 13.4 NS
Flexible Bond Fd -C- NO BD LUX 10/14 SEK 21.35 2.3 5.2 4.3
Flexible Bond Fd -D- NO BD LUX 10/14 SEK 11.68 2.3 5.2 4.3

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 10/14 USD 2.65 72.2 47.8 –10.9
Eastern Europe Fd OT OT LUX 10/14 EUR 2.46 44.8 10.0 –20.2

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 10/14 SEK 27.78 65.5 51.9 –13.8
Eastern Europe SmCap Fd OT OT LUX 10/14 EUR 2.50 92.2 31.6 –20.5
Europe Chance/Risk Fd EU EQ LUX 10/14 EUR 1019.63 33.7 5.1 –25.2
Listed Private Equity -C- OT OT LUX 10/14 EUR 129.06 56.7 –16.2 NS
Listed Private Equity -IC- OT OT LUX 10/14 EUR 75.89 83.7 –1.6 NS
Listed Private Equity -ID- OT OT LUX 10/14 EUR 73.62 78.5 –4.5 NS
Nordic Small Cap -C- OT OT LUX 10/14 EUR 125.82 NS NS NS
Nordic Small Cap -IC- OT OT LUX 10/14 EUR 126.14 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 10/14 SEK 79.51 –0.7 –9.7 –14.8
Asset Sele Defensive Acc EUR -C- OT OT LUX 10/14 EUR 101.35 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 10/14 SEK 101.36 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 10/14 USD 102.56 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 10/14 SEK 72.64 –0.7 –9.8 –16.0
Asset Sele Opp C H NOK OT OT LUX 10/14 NOK 108.05 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 10/14 SEK 107.04 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 10/14 EUR 107.88 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 10/14 GBP 108.47 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 10/14 SEK 107.85 NS NS NS
Asset Sele Original C EUR OT OT LUX 10/14 EUR 104.49 NS NS NS
Asset Sele Original D GBP OT OT LUX 10/14 GBP 105.09 NS NS NS
Asset Sele Original ID GBP OT OT LUX 10/14 GBP 104.81 NS NS NS

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 10/08 USD 1103.43 17.4 NS NS

MENA Special Sits Fund OT OT BMU 09/30 USD 1139.93 17.4 14.2 NS
UAE Blue Chip Fund OT OT ARE 10/08 AED 6.88 50.1 –21.4 –12.7

n WWW.SGAM.COM
SGAM FUND
Bonds ConvEurope A OT OT LUX 10/13 EUR 29.16 2.8 –0.3 0.6
Bonds Eur Corp A OT OT LUX 10/12 EUR 22.96 10.7 16.4 2.0
Bonds Eur Hi Yld A OT OT LUX 10/12 EUR 20.24 52.2 34.5 –4.0
Bonds EURO A OT OT LUX 10/13 EUR 41.19 4.3 9.9 6.1
Bonds Europe A OT OT LUX 10/13 EUR 39.14 3.3 8.7 4.8
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 10/12 USD 36.48 15.7 18.2 9.1
Bonds World A OT OT LUX 10/12 USD 43.48 9.2 16.7 10.2
Eq. China A OT OT LUX 10/13 USD 22.56 51.0 53.4 –22.9
Eq. ConcentratedEuropeA OT OT LUX 10/13 EUR 25.84 25.5 14.4 –22.4
Eq. Eastern Europe A OT OT LUX 10/13 EUR 22.11 67.3 25.5 –29.1
Eq. Equities Global Energy OT OT LUX 10/13 USD 17.81 24.9 20.2 –14.2
Eq. Euroland A OT OT LUX 10/13 EUR 10.55 15.1 6.3 –24.1
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 10/13 EUR 17.24 25.6 15.0 –18.7
Eq. EurolandFinancialA OT OT LUX 10/13 EUR 12.25 45.4 9.1 –21.9
Eq. Glbl Emg Cty A OT OT LUX 10/13 USD 9.48 58.6 41.7 –17.6
Eq. Global A OT OT LUX 10/13 USD 27.10 28.8 21.7 –18.4
Eq. Global Technol A OT OT LUX 04/24 USD 4.46 22.1 –29.7 –21.6
Eq. Gold Mines A OT OT LUX 10/13 USD 31.31 49.7 81.1 1.2
Eq. Japan Sm Cap A OT OT LUX 10/13 JPY 1107.41 22.3 45.2 –24.5
Eq. Japan Target A OT OT LUX 10/14 JPY 1701.60 8.7 13.9 –13.5
Eq. Pacific A OT OT LUX 10/13 USD 10.07 57.8 44.0 –17.3
Eq. US ConcenCore A OT OT LUX 10/13 USD 21.16 30.3 16.2 –12.3
Eq. US Lg Cap Gr A OT OT LUX 10/13 USD 14.56 35.1 9.8 –16.2
Eq. US Mid Cap A OT OT LUX 10/13 USD 28.41 41.8 22.5 –16.9
Eq. US Multi Strg A OT OT LUX 10/13 USD 20.67 29.4 10.4 –17.7
Eq. US Rel Val A OT OT LUX 10/13 USD 20.25 30.4 11.0 –19.6
Eq. US Sm Cap Val A OT OT LUX 10/13 USD 16.19 25.1 –3.6 –24.1
Eq. US Value Opp A OT OT LUX 10/13 USD 15.95 23.1 –0.8 –24.3
Money Market EURO A OT OT LUX 10/13 EUR 27.38 0.9 1.8 3.1
Money Market USD A OT OT LUX 10/13 USD 15.83 0.5 1.0 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 10/14 JPY 9007.00 4.7 –3.9 –33.1
YMR-N Small Cap Fund OT OT IRL 10/14 JPY 7082.00 10.3 14.8 –31.5

n Yuki 77 Series
Yuki 77 General JP EQ IRL 10/14 JPY 6135.00 3.9 –8.4 –33.0
Yuki 77 Growth JP EQ IRL 10/14 JPY 5742.00 –2.9 –20.9 –37.5

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 10/14 JPY 6567.00 5.2 –8.0 –32.6
Yuki Chugoku JpnLowP JP EQ IRL 10/14 JPY 7951.00 –2.9 –4.4 –29.0

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 10/14 JPY 6556.00 –3.1 –14.7 –35.0

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 10/14 JPY 4507.00 –0.9 –12.5 –34.4
Yuki Hokuyo Jpn Inc JP EQ IRL 10/14 JPY 5139.00 –2.7 –14.2 –28.5
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 10/14 JPY 5186.00 10.2 15.3 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 10/14 JPY 4264.00 0.4 –16.5 –37.1
Yuki Mizuho Jpn Dyn Gro OT OT IRL 10/14 JPY 4642.00 3.3 –14.6 –36.9
Yuki Mizuho Jpn Exc 100 OT OT IRL 10/14 JPY 6603.00 8.2 –8.1 –32.4
Yuki Mizuho Jpn Gen OT OT IRL 10/14 JPY 8480.00 5.7 –6.2 –33.3
Yuki Mizuho Jpn Gro OT OT IRL 10/14 JPY 6274.00 0.4 –6.1 –34.8
Yuki Mizuho Jpn Inc OT OT IRL 10/14 JPY 7434.00 –6.5 –15.3 –31.4
Yuki Mizuho Jpn Lg Cap OT OT IRL 10/14 JPY 5064.00 1.6 –11.0 –32.1
Yuki Mizuho Jpn LowP OT OT IRL 10/14 JPY 11778.00 3.9 3.6 –24.9
Yuki Mizuho Jpn PGth OT OT IRL 10/14 JPY 7892.00 3.3 –9.5 –35.7
Yuki Mizuho Jpn SmCp OT OT IRL 10/14 JPY 7293.00 18.9 21.4 –30.1
Yuki Mizuho Jpn Val Sel OT OT IRL 10/14 JPY 5616.00 8.1 –2.6 –28.1
Yuki Mizuho Jpn YoungCo OT OT IRL 10/14 JPY 3041.00 27.4 19.2 –34.4

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 10/14 JPY 4173.00 –7.3 –22.6 –40.3

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 10/14 JPY 5344.00 4.8 –8.2 –35.4
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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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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By Charles Levinson

QALQILYA, West Bank—Com-
manders of the U.S.-trained Palestin-
ian security forces who have been
locking up criminals and battling Ha-
mas militants here for nearly two
years have maintained morale in the
ranks with a single promise: They
will one day be the anchor of security
for an independent Palestinian state.

The lack of progress toward that
goal is starting to sap Palestinian pub-
licsupportfortheforcesanderodemo-
rale among troops, even as they win
praise and fresh funding from Wash-
ington for their accomplishments.

Meanwhile, the more the Pales-
tinian Authority Security Forces co-
operate with the U.S. and Israel to
suppress Hamas, the more they
threaten to undermine popular sup-
port for Palestinian President Mah-
moud Abbas—who is key to Wash-
ington’s Mideast peace effort.

Popular anger at Mr. Abbas has al-
ready boiled over because of a series
of concessions he made to Israel, un-
der U.S. pressure, including his deci-
sion to withdraw support for a United
Nations report that alleged Israeli
war crimes in Gaza. Mr. Abbas later re-
versed the decision, and supported
the report. Israel has denied its forces
acted improperly.

Many Palestinians applaud the
PASF’s success in boosting security
in the once-lawless West Bank,
which is dominated by Mr. Abbas’s
Fatah party.

Dov Schwartz, an aide to U.S. Lt.
Gen. Keith Dayton, who is overseeing
the PASF training program, says “the
Palestinians have undertaken a seri-
ous and sustained effort to return
the rule of law to the West Bank. Peo-
ple now feel safe.”

Gen. Dayton has graduated about
2,100 paramilitaries in the nearly two
years his training program has been
under way. Recruits are trained in Jor-
dan by Jordanian police, under the su-
pervision of American, Canadian and

British officers. The trainees stand
out from the West Bank’s often
poorly equipped and disheveled secu-
rity services. They sport crisp olive
uniforms and carry well-maintained
AK-47s supplied by other countries,
including Jordan and Egypt.

Gen. Dayton said he hopes to even-
tually train over 5,000 men, out of a
total West Bank security force of
roughly 25,000.

The forces won exceptional
praise from Israeli officers for their
effectiveness keeping a check on pro-
tests in the West Bank during the De-
cember-January Gaza War. Since
then, day-to-day cooperation be-
tween Palestinian and Israeli secu-
rity officials has improved dramati-
cally, Israeli military officials say.

“They won the battle for public or-
der, but I am concerned they may not
have won the battle of public opin-

ion, and were seen as protecting the
Israeli army,” says Paul Kernaghan,
who leads the European Union team
training Palestinian police officers.

In an incident last fall, Palestinian
forces swept into a West Bank town
on the heels of the Israeli army—only
to be chased out by angry residents.
An internal memo distributed
among the Gen. Dayton’s training
team after the incident warned:
“There are growing signs that the lo-
cal population are increasingly los-
ing respect for the PASF.”

In Qalqilyah, on May 31, the PASF
engaged in an all-night shootout
with Hamas, leaving two Hamas mili-
tants, three PASF members and a by-
stander dead. After the shootout,
hundreds of angry Palestinians took
to the streets. “Dayton’s Army serves
the Jews,” Subea Abu Yussuf, a
24-year-old law student, shouted at

a PASF officer.
The confrontation put the PASF

on the defensive. As dusk settled, a
Palestinian major tried to buck up his
troops. “We didn’t join the Palestin-
ian security forces to fight Hamas or
train with the Americans,” he said.
“We came here to serve our home-
land and build our state.” His subordi-
nates quietly nodded.

Today’s Palestinian security
forces were born out of the Palestine
Liberation Organization’s guerrilla
army, founded 45 years ago to fight Is-
rael. After the Oslo Peace Accords in
1994, thousands of exiled fighters re-
turned to the Palestinian territories
and formed the nucleus of a nascent,
often-unwieldy security apparatus.

Under Palestinian leader Yasser
Arafat, founder of the Fatah party,
the forces included at least 13 inde-
pendent branches. In the years after

Oslo, the Arafat-commanded forces
launched crackdowns on Hamas and
other militant groups that opposed
the peace process.

“At first, everyone was highly mo-
tivated,” says Col. Said Najjar, a PASF
commander who in the 1990s was a
lieutenant. “I slept in my shoes and
worked constantly to make Palestine
safe, because we had been promised
an independent state within five
years in return.”

Throughout the latter half of the
1990s, as an Israeli-Palestinian peace
deal looked increasingly remote, Col.
Najjar says his soldiers grew disillu-
sioned. Operations against Hamas
and other anti-Israel groups ap-
peared at odds with a Palestinian
public that increasingly viewed him
and his men as doing Israel’s bidding
and getting little in return.

After the failure of the Camp David
peace talks in 2000, the second Inti-
fada, or Palestinian uprising, erupted.
Many members of the security ser-
vices turned their guns on Israel.

One of Col. Najjar’s soldiers, Sgt.
Jihad Qabaha, went to Israeli prison
in 1999 for throwing a Molotov cock-
tail at an Israeli jeep. He says he gave
up fighting Israel after he was re-
leased from prison in 2002, and
joined the PASF.

In January, Sgt. Qabaha, who is
now 31 years old, graduated from
Gen. Dayton’s training camp beam-
ing with pride. His trainers told train-
ees they were at the vanguard of ef-
forts to build a Palestinian state.

Since then, family members and
friends have asked dispiriting ques-
tions about his loyalties. While he was
on leave recently, his 21-year-old sis-
ter criticized the PASF for arresting
Palestinians. “People say the security
forces are working for the Israelis,”
she said disapprovingly.

“I know that Palestinian state-
hood will only come by serving this
way, not with force, but it’s hard
when the people you love question
what you’re doing,” says Sgt. Qabaha.

Palestinian support for troops wanes
Morale of American-trained security forces is eroding along with popular sentiment for them and President Abbas

Solidarity faced a Herculean task in cleaning up Poland

Palestinian security forces take part in exercises in the West Bank city of Nablus in August.

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.

On Oct. 13, 1989, Poland plotted a
rush toward capitalism after 45
years of communism. The new Soli-
darity-led government unveiled an
economic program aimed at intro-
ducing free-market mechanisms
and capitalist institutions “in the
swiftest possible way.”

The program, which included re-
storing private property and other
forms of nonstate ownership, was the
first step in what was clearly going to
be a tough economic restructuring.

During the summer of 1989, the
independent trade union Solidarity
had given rise to a broad anticommu-
nist movement. Now, having
achieved the highly unlikely task of
being asked to form the East bloc’s
first non-Communist government
in more than four decades, the party
attempted the impossible.

“The nine-year-old labor union,
outlawed until just four months ago,
has to quickly clean up an economic
basket case of a country without be-
ing able to control the police, the
army or the huge bureaucracy, all of
which remain with the politically
discredited but still powerful Com-
munist Party,” the Journal wrote on
Aug. 21, 1989. “The entire East bloc,
and in particular the Soviet Union, is
watching anxiously to see if Poland
can make the painful shift to a mar-
ket-dominated economy without
setting off massive unrest.”

Thegovernmentknew thatthepro-
gram would be difficult, with indus-
trial recession and unemployment a
given. They predicted it would be a
year before Poland’s hard-pressed
people saw any signs of improvement.
ButSolidarity asked the public, parlia-
ment and major political and labor
groups to give the plan a chance.

In one example, Solidarity leader
Lech Walesa encountered a gang of
young hecklers who shouted, “We
want bread, not a prime minister.”
Mr. Walesa replied: “If you know
how to make bread, come forward.
Poland must be built. Bread must be
baked. Change requires effort.” At left, Lech Walesa flashes a victory sign on Sept. 8, 1989. At right, an Aug. 21, 1989, Wall Street Journal article.
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Gl Eq Blend I GL EQ LUX 10/13 USD 12.01 28.4 11.1 –24.2
Gl Growth A GL EQ LUX 10/13 USD 40.57 25.8 6.6 –25.0
Gl Growth B GL EQ LUX 10/13 USD 33.94 24.8 5.5 –25.7
Gl Growth I GL EQ LUX 10/13 USD 44.97 26.6 7.5 –24.4
Gl High Yield A US BD LUX 10/13 USD 4.26 54.8 40.5 1.6
Gl High Yield A2 US BD LUX 10/13 USD 8.96 55.6 40.2 1.7

Gl High Yield B US BD LUX 10/13 USD 4.26 53.3 38.6 0.4
Gl High Yield B2 US BD LUX 10/13 USD 14.43 54.3 38.9 0.7
Gl High Yield I US BD LUX 10/13 USD 4.26 55.7 41.6 2.3
Gl Value A GL EQ LUX 10/13 USD 10.99 29.4 14.0 –24.7
Gl Value B GL EQ LUX 10/13 USD 10.12 28.4 12.8 –25.5
Gl Value I GL EQ LUX 10/13 USD 11.67 30.2 14.9 –24.1

India Growth A - OT OT LUX 10/12 USD 120.63 NS NS NS
India Growth AX OT OT LUX 10/12 USD 105.38 82.4 71.9 –6.6
India Growth B - OT OT NA 10/12 USD 126.65 NS NS NS
India Growth BX OT OT LUX 10/12 USD 90.28 81.0 70.2 –7.5
India Growth I EA EQ LUX 10/12 USD 109.09 83.0 72.6 –6.3

Int'l Health Care A OT EQ LUX 10/13 USD 126.95 8.1 0.8 –13.1
Int'l Health Care B OT EQ LUX 10/13 USD 107.31 7.3 –0.2 –13.9
Int'l Health Care I OT EQ LUX 10/13 USD 138.46 8.8 1.6 –12.4
Int'l Technology A OT EQ LUX 10/13 USD 102.59 40.2 17.5 –16.7
Int'l Technology B OT EQ LUX 10/13 USD 89.09 39.2 16.4 –17.5
Int'l Technology I OT EQ LUX 10/13 USD 114.83 41.1 18.5 –16.0
Japan Blend A JP EQ LUX 10/13 JPY 5829.00 8.6 –2.6 –29.0
Japan Growth A JP EQ LUX 10/13 JPY 5745.00 3.3 –6.6 –29.1
Japan Growth I JP EQ LUX 10/13 JPY 5901.00 3.9 –5.8 –28.6
Japan Strat Value A JP EQ LUX 10/13 JPY 5870.00 13.8 1.3 –29.2
Japan Strat Value I JP EQ LUX 10/13 JPY 6015.00 14.5 2.1 –28.7
Real Estate Sec. A OT EQ LUX 10/13 USD 13.89 30.2 5.3 –21.3
Real Estate Sec. B OT EQ LUX 10/13 USD 12.73 29.2 4.3 –22.0
Real Estate Sec. I OT EQ LUX 10/13 USD 14.90 30.9 6.1 –20.6
Short Mat Dollar A US BD LUX 10/13 USD 7.17 9.2 1.3 –7.8
Short Mat Dollar A2 US BD LUX 10/13 USD 9.58 9.4 1.2 –7.8
Short Mat Dollar B US BD LUX 10/13 USD 7.17 8.8 0.8 –8.2
Short Mat Dollar B2 US BD LUX 10/13 USD 9.55 9.0 0.7 –8.2
Short Mat Dollar I US BD LUX 10/13 USD 7.17 9.7 1.9 –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 10/13 GBP 7.83 17.6 34.4 –10.9

Andfs. Borsa Global GL EQ AND 10/13 EUR 6.27 8.2 10.4 –20.9

Andfs. Emergents GL EQ AND 10/13 USD 16.60 66.1 64.6 –12.9

Andfs. Espanya EU EQ AND 10/13 EUR 13.30 22.9 27.6 –13.3

Andfs. Estats Units US EQ AND 10/13 USD 14.35 17.6 20.1 –16.5

Andfs. Europa EU EQ AND 10/13 EUR 7.66 18.0 22.0 –18.2

Andfs. Franca EU EQ AND 10/13 EUR 9.36 13.1 18.3 –20.0

Andfs. Japo JP EQ AND 10/13 JPY 497.13 13.4 19.4 –24.8

Andfs. Plus Dollars US BA AND 10/13 USD 9.34 10.7 9.8 –7.4

Andfs. RF Dolars US BD AND 10/13 USD 11.33 10.9 10.4 –0.1

Andfs. RF Euros EU BD AND 10/13 EUR 10.80 20.6 15.2 –1.8
Andorfons EU BD AND 10/13 EUR 14.43 21.0 13.6 –4.1
Andorfons Alternative Premium OT OT AND 08/31 EUR 96.82 4.8 –13.4 –7.6
Andorfons Mix 30 EU BA AND 10/13 EUR 9.46 16.8 10.2 –10.9
Andorfons Mix 60 EU BA AND 10/13 EUR 9.08 11.7 7.8 –18.1

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 10/09 USD 235828.52 74.8 28.2 –6.1

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 10/14 EUR 9.18 –5.1 –6.3 –3.2
DJE-Absolut P GL EQ LUX 10/14 EUR 197.95 12.9 5.9 –11.0
DJE-Alpha Glbl P EU BA LUX 10/14 EUR 174.01 13.1 8.0 –7.0
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BusinessWeek deal adds
options for Bloomberg

Japanese debate recovery
Central bank keeps
super-easy policy;
leaders voice concern

Crude oil settles above $75 a barrel
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By Polya Lesova

And Moming Zhou

NEW YORK—Crude futures rose
Wednesday for a fifth straight ses-
sion, settling at their highest level in

a year as upbeat
earnings reports
from U.S. compa-
nies lifted stock
m a r k e ts a n d

boosted sentiment in energy trad-
ing.

Also helping crude, the weakness
in the U.S. currency attracted buyers
to dollar-denominated commodities.

Crude oil for November delivery
ended up $1.03 a barrel, or 1.4%, to
$75.18 on the New York Mercantile
Exchange. Earlier in the session, the

contract surged to $75.40 a barrel.
“The same story continues to

hold true as the dollar trades lower
and the equity markets show opti-
mism over the few earnings reports
thus far,” said Brian Niemiec, an ana-
lyst at Susquehanna Financial
Group.

“Talk of a strong recovery now
seems to be the driving force behind
the sustained run in crude-oil
prices,” Mr. Niemiec said. “But there
is still some concern over the under-
lying fundamentals.”

Sean Brodrick, a natural-re-
sources analyst at UncommonWis-
domDaily.com, said, “Oil is the anti-
dollar, like gold, and I think investors
who are scared by what could hap-
pen to the dollar in the future are us-

ing those dollars to buy dollar-de-
nominated ‘real’ assets that should
appreciate as the greenback tanks.”

Adding to strength in crude
Wednesday were upbeat forecasts
for oil demand. In its October report,
the Organization of the Petroleum Ex-
porting Countries on Tuesday raised
its forecast for world oil demand by
200,000 barrels a day for both this
year and 2010.

“OPEC raised its 2010 oil demand
forecast amid the expected recovery
in global economic growth,” ana-
lysts at Credit Suisse wrote in a note
to clients.

The report followed news Friday
that the Paris-based International
Energy Agency also raised its de-
mand outlook for this year and next.

By Shira Ovide

The Wall Street Journal said
Wednesday that its average week-
day circulation rose slightly in the
six months through September to
2.02 million print copies and online
subscriptions.

The increase likely makes the
Journal the largest U.S. newspaper
by weekday circulation. Gannett
Co.’s USA Today, which has been the
largest newspaper by that measure
for years, last week said its circula-
tion had slipped by around 398,000
average daily copies to about 1.9 mil-
lion.

The Audit Bureau of Circulations
will release the most recent circula-
tion figures on Oct. 26. The figures
reflect average daily circulation for
the six months ended in September.

The Journal, owned by News
Corp., said its average daily circula-
tion in the six months through Sep-
tember 2009 represented an in-
crease of less than 1% from the year-
earlier period. The increase equates
to a daily average of about 12,000
copies and online subscriptions.

The Journal also said total circu-
lation revenue increased 10% from a
year earlier, in part reflecting
higher prices for subscriptions.

THE INTERNATIONAL INVESTOR

By Shira Ovide

Bloomberg LP executives said
Wednesday the purchase of Busi-
nessWeek gives Bloomberg an op-
portunity to expand online and bol-
ster its business selling financial-in-
formation terminals.

The executives added that the
magazine will give Bloomberg jour-
nalists access to government offi-
cials, corporate executives and
other news makers who aren’t sub-
scribers to the company’s special-
ized service.

Addressing BusinessWeek em-
ployees a day after Bloomberg
agreed to buy the magazine from
McGraw-Hill Cos., the executives—
including President Daniel Doctor-
off and Norman Pearlstine, the
chief content officer—said they
have ambitions to expand the maga-
zine.

Mr. Doctoroff said that, al-
though Bloomberg doesn’t make
many acquisitions and largely has
shunned print publications, the pur-
chase fits Bloomberg’s ambitions
to be “the most influential business
and financial news organization in
the entire world.”

“We think there is a huge oppor-
tunity with the magazine itself,” he
said. “We believe that we can cre-
ate a magazine that is unlike any-
thing else.”

The purchase price wasn’t dis-
closed, but people familiar with the
matter say Bloomberg agreed to
pay nearly $5 million in cash and
take responsibility for more than
$10 million in liabilities, including
severance for BusinessWeek staff-
ers who might lose their jobs, ac-
cording to people familiar with the
matter.

The executives didn’t give many
details about their plans or poten-

tial staff cuts, but said Bloomberg
intends to add news pages and
make other investments in Busi-
nessWeek.

“We need you; we don’t run a
magazine empire,” Mr. Doctoroff
said. “That is not to say that we
don’t also have to recognize the re-
ality of the business model as it ex-
ists.”

BusinessWeek loses tens of mil-
lions of dollars a year, according to
people familiar with the matter.

The Bloomberg executives said
the richer offering of news from the
acquisition will enhance
Bloomberg’s financial information
product, which generates most of
the company’s profit.

The executives said they hadn’t
decided whether to keep separate
Web sites for BusinessWeek and
Bloomberg or to combine them, but
that there was opportunity for Busi-
nessWeek news staffers to collabo-
rate with Bloomberg’s 2,200-per-
son news staff. The executives also
said BusinessWeek would keep a
staff separate from Bloomberg Mar-
kets, a small-circulation magazine
Bloomberg publishes.

The Bloomberg executives said
plans for BusinessWeek would
need to be worked out in the six
weeks or so before the sale’s ex-
pected close on Dec. 1. They did say
that BusinessWeek would move
into Bloomberg’s New York head-
quarters on May 1.

Those executives suggested
they might approach the new Busi-
nessWeek model with an eye to the
Economist and the Week, two
weekly magazines that have had
success with readers and advertis-
ers even during the recession. Mr.
Pearlstine said both magazines
charge high prices for subscrip-
tions.

By Tomoyuki Tachikawa

And Takashi Nakamichi

TOKYO—Japan’s central bank
held fast Wednesday to efforts to
spur lending and bolster the corpo-
rate-debt market, even as it indi-
cated the health of the world’s sec-
ond-largest economy is improving.

Still, some policy makers in the
newly formed Japanese govern-
ment have expressed reservations
about the possibility the Bank of Ja-
pan would make any changes at all
to its super-easy monetary policy,
saying that domestic demand re-
mains weak.

The central bank’s policy board
kept short-term interest rates at
0.1% Wednesday, as expected. It also
left unchanged its policy of purchas-
ing corporate debt and commercial
paper to help companies deal with
still-weak credit markets.

BOJ Governor Masaaki
Shirakawa indicated that the central
bank is still leaning toward stopping
the purchasing of corporate debt as
scheduled at the end of the year,
though no formal decision was an-
nounced on the issue after a two-day
policy board meeting. The bank also
raised its assessment on the econ-
omy for the second straight month.

“Corporate-bond issuance condi-
tions are improving and the role of
the BOJ’s policy [to buy corporate
debt] is fading,” Mr. Shirakawa said
at a news conference.

Japanese Finance Minister Hiro-
hisa Fujii said that while he re-

spected the BOJ’s judgment on eco-
nomic conditions, “as a person on
the front line of economic policy
making, my view is slightly more
pessimistic and there are other as-
pects that need to be taken into con-
sideration.”

Analysts said the BOJ might have
held off from announcing an end to
the bond-buying program to give it
more time to judge fund-raising con-
ditions.

Discontinuing its corporate-
bond and commercial-paper buying
operations would come as some of
its overseas counterparts begin un-
winding their super-easy monetary
policies as the world economic out-
look brightens.

Mr. Shirakawa said such a move
would be appropriate as market con-
ditions improve. But he added that
winding up the program doesn’t con-
stitute an abandonment by the cen-
tral bank of a policy intended to deal
with the global financial crisis.

Few players have been tapping
the BOJ’s corporate-debt buying pro-
gram recently, a reflection that
banks’ demand for funds from those
operations isn’t strong. But Japan’s
central bank seems to want to “drive
safely,” as recent data have shown
that smaller firms are still finding it
hard to raise funds and two more
months remain to decide whether to
end the program as scheduled, said
Yasunari Ueno, chief market econo-
mist at Mizuho Securities.

The BOJ’s quarterly tankan busi-
ness survey showed that while the
percentage of companies reporting
that fund raising is easy minus those
saying it is severe improved to six in
September from one in June for
large firms, the index for small com-
panies remained in negative terri-
tory, at minus 18 compared with mi-

nus 20. That shows that more small
firms think raising funds is difficult
rather than easy.

Such data have prompted some
policy makers to pronounce it is pre-
mature for the BOJ to consider end-
ing its fund-provision steps. The
BOJ “seems to be talking in its
sleep,” financial-services minister
Shizuka Kamei said last week, amid
expectations the BOJ would stop the
bond-buying program. “We are not
in a position where we are finding
an exit strategy” from the crisis, he
said.

BOJ data released Wednesday
also showed that deflation remains
a risk for the Japanese economy,
with the September corporate-
goods price index tumbling 7.9%
from a year earlier, though that was
a more moderate decline than the
8.5% fall in both August and July.

Mr. Shirakawa said the policy pri-
ority is to prop up the economy, reit-
erating that the central bank will
maintain its current super-low inter-
est-rate policy for the time being
and keep providing adequate liquid-
ity to the market until the economic
recovery is certain. The board last
lowered the policy interest rate in
December by 0.2 percentage point.

Japan’s economy “has just got on
a recovery path. In order to make
the economic recovery sustainable,
we will patiently keep conditions ac-
commodative,” he said.

Still, the BOJ upgraded its over-
all economic assessment, saying “Ja-
pan’s economy has started to pick
up,” a more bullish take than last
month’s evaluation that the econ-
omy was showing signs of recovery.
 —Megumi Fujikawa,

Miho Nakauchi
and Takeshi Takeuchi

contributed to this article.
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Poland expects delay in adopting the euro
Central banker says
target date likely
will be 2014 or 2015

ECONOMY & POLITICS

By Malgorzata Halaba

And Marcin Sobczyk

WARSAW—Poland won’t be able
to adopt the euro until 2014 or 2015,
said a Polish central banker, in com-
ments that reminded markets that
the country is failing to meet all but
one euro-adoption criteria and it
can’t start formal talks on abandon-
ing the zloty anytime soon.

“Poland will not have the euro
probably before 2014 or 2015,” said
Halina Wasilewska-Trenkner, ac-
cording to Polish daily Dziennik
Gazeta Prawna. Ms. Wasilewska-

Trenkner is a member of the Na-
tional Bank of Poland’s Monetary Pol-
icy Council.

Representatives for the finance
ministry and the central bank de-
clined to comment on her statement,
but the central bank spokesman
pointed to its latest report on Po-
land’s progress toward the euro zone.

In that report, the central bank
declined to offer a possible euro-
adoption date. Instead, it said adopt-
ing the euro could boost Poland’s
gross-domestic-product growth by
7.5 percentage points over the long
term, although most of the risks—in-
cluding higher inflation and eco-
nomic slowdown—would material-
ize shortly after the switch to the
common currency.

When Prime Minister Donald
Tusk last year set 2012 as a euro-
adoption target, Poland was widely

expected to become the euro zone’s
next entrant, following Slovenia and
Slovakia. Poland is the largest coun-
try from the 10 mostly post-commu-
nist states that joined the European
Union in 2004.

But the government in July
dropped the 2012 target after a pe-
riod of volatility against the euro
and decided against setting a new
date amid the global financial crisis.
Mr. Tusk said at the time that the
government remains upbeat about
the euro but that setting a new date
then would be risky.

To join the euro zone, Poland
needs to meet criteria set out in
the EU’s Maastricht Treaty, after
which it would have to stay for two
years in the European Exchange
Rate Mechanism, an ante-room to
adopting the currency.

Currently, Poland complies only

with the criterion that applies to in-
terest rates, the finance ministry said
in its monthly report for October.

Poland doesn’t meet the Maas-
tricht Treaty’s requirement that a
country’s budget deficit must not ex-
ceed 3% of GDP. The budget shortfall
was at 3.9% of GDP in 2008 and is ex-
pected to widen in coming years. Ac-
cording to the finance ministry, the
government’s deficit will rise to
6.6% of GDP in 2009 and to 7.3% in
2010. EU rules require Poland to re-
duce the deficit by 2012.

In addition to budgetary compli-
ance, Poland needs a stable currency,
low inflation and political consensus
to join the euro. None of these crite-
ria has been met.

Separately, the European Com-
mission warned Britain and four
other EU nations that their econo-
mies are at high risk because soar-

ing public debt may hurt their abil-
ity to meet future needs, such as pay-
ing pensions.

It told all EU nations that they
couldn’t rely on fast economic
growth to reduce debt because Eu-
rope faces a problem that will
“dwarf the effect of the crisis many
times over”—an aging population
where fewer workers will pay higher
pension and health care costs for
more retirees.

This means that governments
have little choice but to make budget
cuts and labor-market changes that
could raise potential growth, it said.

It highlighted Britain, Spain,
Greece, Ireland and Latvia, saying
the impact of the downturn on their
public finances and growth in the
next few years was a “serious con-
cern.” British government debt is
swelling at the fastest rate of the
Group of Seven industrialized na-
tions, and borrowing is forecast to
reach a record £175 billion ($277 bil-
lion), or 82% of GDP next year.
 —The Associated Press

contributed to this article.

By Joe Lauria

UNITED NATIONS—Israel and
the Palestinian Authority clashed
during a debate in the Security Coun-
cil on Wednesday over a U.N. report
that accuses both Israel and Hamas
of committing war crimes in last win-
ter’s conflict in Gaza.

The United Nations investigation,
conducted by a commission headed
by South African jurist Richard Gold-
stone, concluded that “Israeli opera-
tions were carefully planned in all
their phases as a disproportionate at-
tack designed to punish, humiliate
and terrorize” Gazan civilians, more
than 1,400 of whom were killed.

In its findings, the Goldstone
commission accused Gazan author-
ities of the war crime of firing
8,000 rockets since 2001 indis-
criminately at Israeli civilians. Is-
rael says it launched an effort,
called Operation Cast Lead, to
stop the rocket fire, which killed
three Israeli civilians.

The report recommends that the
Security Council give Israel and Ha-
mas six months to conduct internal
investigations into the report’s war-
crimes charges or have their cases
sent to the International Criminal
Court in The Hague.

Gabriela Shalev, Israel’s ambassa-
dorto the U.N., saidthe peace process
would remain on hold as long as the
international community considered
the Goldstone comission report.

“This Goldstone report is an ob-
stacle to the peace process,” she
told reporters after addressing the
Security Council. Ms. Shalev said
the report “puts us and Hamas on
the same level and this is something
we are not going to accept.”

Earlier, Riad al-Malki, the Pales-
tinian Authority’s foreign minister,
said peace couldn’t be achieved with-
out implementation of the report.

Aked how the two views could be
reconciled, Mr. al-Malki said that Is-
rael was using the Goldstone report
as an excuse not to resume talks. “If
there were no such report, the Israe-
lis would have looked for something
else,” he said.

Palestinians,
Israelis clash
over U.N. report
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Chinese data, Intel outlook
aid stocks across the region

Euro Global Bond
Funds that invest in fixed-income securities and take material currency exposures as part of
their investment strategies. These are optimised in Euros. Ranked on % total return (divi-
dends reinvested) in U.S. dollars for one year ending October 14, 2009
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China foreign-exchange reserves grow

KKR’s latest China deal
Stake in leasing firm
is firm’s 3rd venture
in mainland market
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By V. Phani Kumar

And Rosalind Mathieson

Most Asian stock markets rose
Wednesday, with some markets get-
ting a bump from reassuring Chi-
nese trade data for September,
while Asian technology stocks were
bolstered by an upbeat outlook from
chip giant Intel.

Japanese stocks edged down,
however, with banks dropping on

news that Japan
Airlines is asking
for a debt waiver as
part of a turn-
around plan. And

Thailand’s benchmark index fell 2%
on concerns about King Bhumibol
Adulyadej’s health. The king has
been in the hospital for several
weeks, but the palace says his condi-
tion is improving.

Commodity-linked shares rose
across the region as the dollar’s fall
helped send gold prices to a record
high and crude-oil futures topped
$75 a barrel.

In Hong Kong, the Hang Seng In-
dex rose 2% to 21886.48, a
14-month high. PetroChina jumped
5.2%, Cnooc climbed 3.5%, and
Shanghai Petrochemical rose 1.8%.
Gold miners and other metal pro-
ducers also rose. Zijin Mining

Group gained 2.2%, Zhaojin Mining
Industry advanced 2.2%, Alumi-
num Corp. of China climbed 2.4%,
and Maanshan Iron & Steel gained
4.6%. Lenovo Group surged 5.2% on
Intel’s upbeat forecast.

In Shanghai, the composite index
rose 1.2% to 2970.53. Gains were
spurred by data showing that both
exports and imports fell at a slower-
than-expected rate in September
from a year earlier, by 15.2% and
3.5%, respectively.

Construction and real-estate
stocks led gains. China Vanke rose
3.8% in Shenzhen, while China State
Construction Engineering surged
10% and Poly Real Estate Group
gained 2.6% in Shanghai.

In Tokyo, the Nikkei Stock Aver-
age of225 companies fell 0.2% to
10060.21. Financial stocks sank after
local media reported that JAL will
seek a debt waiver and is making ar-
rangements with the government
and its main creditor banks. Mizuho
Financial Group fell 4.8%, Sumitomo
Mitsui Financial Group dropped
4.7% and Mitsubishi UFJ Financial
Group lost 3.2%. JAL fell 3.8%.

In Seoul, the Kospi gained 1.2% to
1649.09. Intel’s outlook helped
Hynix Semiconductor gain 1% and
Samsung Electronics rise 1.6%.

By Rick Carew

HONG KONG—A consortium led
by Kohlberg Kravis Roberts & Co.
said it invested US$160 million in a
Chinese lender to small and midsize
businesses, marking the U.S. private-
equity firm’s third deal in mainland
China.

The KKR-led consortium has
taken a roughly 30% stake in Interna-
tional Far Eastern Leasing Co., a fi-
nancial-leasing firm controlled by
Chinese state-owned conglomerate
Sinochem Group Corp., according
to people familiar with the situa-
tion. KKR is investing in the deal
alongside sovereign-wealth fund
Government of Singapore Invest-
ment Corp. and Chinese investment
bank China International Capital
Corp. Sinochem will retain a major-
ity stake in the company.

KKR’s portion of the investment
is about US$100 million, according
to the people. The deal has received
the necessary regulatory approvals
and the funds have been invested.

The Wall Street Journal first re-
ported in July that the consortium
was in advanced talks to invest be-
tween $150 million and $200 mil-
lion into International Far Eastern
Leasing.

International Far Eastern Leasing
specializes in lending to education
companies, hospitals and infrastruc-

ture projects as well as businesses
that are geared toward rising Chinese
domestic demand. Leasing firms are
anattractive vehiclefor lending to Chi-
nese small and midsize enterprisesbe-
cause they ensure that the lender re-
ceives collateral on loans through sale
and lease-back agreements.

“We have been extremely im-
pressed with the company’s strong
track record, outstanding manage-
ment team, deep customer relation-
ships and a very supportive share-
holder, Sinochem,” said David Liu,
KKR’s head of Greater China.

The foreign investors are putting
in capital to help expand Interna-
tional Far Eastern Leasing’s loan
book as it seeks to capitalize on the
low penetration of lending to small
and midsize companies in China.

Eventually, International Far
Eastern Leasing could seek to
launch an initial public offering of
the business, but people close to the
KKR deal cautioned that a share list-
ing wasn’t likely in the near term.
They said the new shareholders are
focused on expanding the business
before developing a listing plan.

China’s financial-leasing market
has attracted the attention of other
private-equity firms, such as TPG.

Much of the financial-leasing in-
dustry was built through joint ven-
tures with foreign partners to fi-
nance trade in industrial goods, so it
faces fewer restrictions on foreign
investors than the banking sector.

TPG has invested about $200 mil-
lion to acquire full control of Japa-
nese financial firm NIS Group Co.’s
China leasing company, according
to a person familiar with the situa-
tion. The U.S. private-equity firm re-
placed the management of the China
venture and in April renamed it Uni-
trust Finance & Leasing Corp.

International Far Eastern Leas-
ing was formed in 1991 as a joint ven-
ture with South Korean and Japa-
nese financial institutions in the
city of Shenyang. In 2000, Sinochem
took over the business and relo-
cated its operations to Shanghai.

The deal marks the third invest-
ment by KKR in mainland China
since the New York private-equity
firm opened its Asia office in 2005.
In 2007, KKR invested $115 million in
Henan-based Tianrui Group Cement
Co. and in June this year announced
an investment of about $150 million
in Ma Anshan Modern Farming Co.,
a dairy farm that supplies milk to
China Mengniu Dairy Co.

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

BEIJING—China’s massive re-
serves of foreign exchange contin-
ued to swell in the third quarter, fig-
ures published by the central bank
show, an indication that foreign
money is still flowing into an econ-
omy that rebounded quickly from
the global crisis.

The People’s Bank of China said
its foreign-exchange reserves, which
were already by far the world’s larg-
est, climbed to $2.273 trillion at the
end of September, from $2.132 tril-
lion at the end of June.

China’s central bank adds to the
reserves when it buys up foreign cur-
rency coming into the country—ei-
ther as export earnings or invest-
ment flows—in exchange for the lo-
cal currency, the yuan. Because
China reliably runs a trade surplus
and keeps its currency largely fixed

against the U.S. dollar, the reserves
have grown steadily.

Although China doesn’t publish
breakdowns of its foreign-exchange
reserves by currency, dollars are
widely believed to make up roughly
two-thirds of them. There is little ev-
idence that is changing.

The large increase in China’s re-
serves means it still has to find some-
where to put tens of billions of dol-
lars in foreign currency every
month. U.S. Treasury debt has been
the default option. Chinese officials
have this year publicly worried
about what U.S. fiscal and monetary
policies might do to their holdings.
But those statements haven’t been
matched by a major change in Chi-
na’s actual investment strategy,
mostly because there are few safe al-
ternatives to U.S. Treasury bonds.

The $141 billion increase in re-
serves in the third quarter was

larger than China’s trade surplus for
the quarter of $39.27 billion. Such a
gap is usually taken as an indication
money also is coming in from other
sources. It follows a surge of $177.87
billion in the reserves in the second
quarter, which came as investor con-
fidence in China returned.

China’s trade surplus has nar-
rowed this year, as its exports were
depressed by the collapse in global
demand; imports recovered on the
back of the government’s stimulus
program. Separate data issued
Wednesday showed the monthly
trade surplus for September narrow-
ing to $12.93 billion from $15.71 bil-
lion in August. Exports were down
15.2% from a year earlier but the de-
cline in imports narrowed to just
3.5%. The smaller trade surplus, if it
is sustained, would tend to slow the
rate that foreign-exchange reserves
accumulate.

Tianrui Group Cement

Ma Anshan Modern Farming

International Far Eastern Leasing*

Headquarters

Henan

Maanshan City

Shanghai

Year of Investment

2007

2008; 2009

2009

*Investment by KKR-led consortium Sources: the company; WSJ reporting

Kohlberg Kravis Roberts & Co.’s China forays
Investment

$115 mil. 

$150

$160

T H E WA L L ST R E ET JO U R NA L . THURSDAY, OCTOBER 15, 2009 23




