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Goldman roars ahead of rivals
As firm posts surprisingly large quarterly profit, backlash builds over plan for big bonuses

By Paul Sonne

A Chinese consultant at
the center of British auto
maker MG Rover’s collapse
in 2005 has bought another
struggling vestige of the
U.K.’s auto industry.

Qu Li, owner of Eco Con-
cept Ltd., agreed Thursday
to buy for an undisclosed
amount LDV, a Birmingham-
based van-manufacturing
company that fell into admin-
istration in June.

Dr. Li, who also serves as
chairman of automotive con-
sultancy China Ventures
Ltd., came to prominence in
the U.K. following her con-
sulting work for a group of
businessmen who bought
auto maker MG Rover from
BMW in 2000 for the sym-
bolic price of £10. A report on
the subsequent collapse of
Rover, released by the Brit-
ish government in Septem-

ber, found that the business-
men took about £9 million
each in the five years they
ran the company. The report

also revealed that Dr. Li had
an “intimate relationship”
with one of the four business-
men, Nick Stephenson, and

that over the course of 15
months MG Rover paid com-
panies associated with Dr. Li
£1.7 million. The payments
were for securing invest-
ment from Chinese firms, in
particular SAIC Motor Corp.,
which bought technology
from MG Rover in 2005. The
company collapsed soon af-
ter.

Production at the LDV
plant ceased 10 months ago.
Eco Concept says LDV will
still concentrate on light
commercial vehicles but on a
smaller scale. It has support
from a number of interna-
tional automotive manufac-
turers and distributors, Dr.
Li said. That likely means it
will focus on business re-
lated to China.

Chinese companies have
been looking to boost over-
seas investments and take ad-
vantage of tumbling asset val-
ues in Western economies.

As insurgents carried out their assaults in Lahore in Pakistan’s east, a car bomb was detonated in Peshawar, in the country’s northwest.
Residents walk through rubble left by one of the bombs.
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By Susanne Craig

Roughly a year after ac-
cepting unprecedented finan-
cial aid to shore up its opera-
tions, Wall Street firm Gold-
man Sachs Group Inc. posted
yet another impressive quar-
ter that further distances it-
self from rivals, many of
whom are still struggling to
overcome the credit crisis.

The strong results—a
profit of $3.19 billion, or $5.25
a share, for the three months
ended Sept. 25, up from $845
million, or $1.81 a share, a year
earlier—were greeted with a
barrage of questions about

Goldman’s decision to set
aside compensation at a
breathtaking pace; its 31,700
employees are on track to earn
an average of about $700,000
apiece in 2009, a record for the
140-year-old firm.

“We are very aware of
what is going on in the world,
but we have to trade that off
with being fair to our people
who, we believe, have per-
formed admirably through-
out the crisis,” said Goldman’s
chief financial officer, David
Viniar.

While Goldman’s profits
have come roaring back, the
firm has faced a populist back-

lash over the size of its bonus
pool. Goldman navigated the
credit crisis better than many
of its competitors, but it
played a role in causing the
meltdown and was forced to
take government aid. Gold-
man also has benefited from
the Federal Deposit Insurance
Corp.’s debt-guarantee pro-
gram, which means it and
other banks can borrow
money at cheaper rates than
before. And since the collapse
of Bear Stearns Cos., it has
had the ability along with
other financial institutions to
borrow money from the Fed-
eral Reserve.

The firm has tried to
soften the blow of its decision
to set aside huge pools of
money for compensation;
Thursday it made a $200 mil-
lion charitable contribution
to The Goldman Sachs Founda-
tion, which had an existing
$283 million in it. Still, that
did little to deflect attention
from the $16.71 billion it has
earmarked for bonuses, which
will be paid out early in 2010.

“Yes, I do think it’s too big
a focus,” Mr. Viniar said. “I
would prefer people to be fo-
cused on the success of our
business, how well we’re do-

Please turn to page 2

Roaring back
Goldman Sachs Group profit, 
in millions
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An unfinished van sits on at an LDV plant. Eco Concept says it
doesn’t plan to re-open the plant, but will open a new, smaller one.

Pakistan reeled under a
wave of attacks on security in-
stallations and government
targets Thursday that left at
least 40 people dead and high-
lighted the Taliban’s ability to
strike at the heart of the na-
tion’s antiterror establish-
ment. In Lahore, 10 militants
in three separate attacks
stormed a building occupied
by the Federal Investigation
Agency, an Elite Force police
center that provides training
to the antiterrorist police
force, and a police academy.
All 10 militants were killed.

The attacks were seen as
an effort to halt plans for an
offensive against the Taliban
stronghold of South
Waziristan.

—See article on page 4

Set Them Free
Soaring profits, one easy
step. Page W11

Shock of the new

Provocative British artist
tries traditional painting
Weekend Journal, page W8

Money & Investing: Lloyds fails to sway U.K. Treasury on escaping asset insurance plan
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Cash-for-clunkers programs
have no lasting economic
benefit and could even lead
to a “substantial weakening”
in euro-zone automobile sales
next year, the European Cen-
tral Bank said. Page 3

n Xstrata is walking away
from its bid for Anglo, paus-
ing for at least six months
its effort to create a new
mining powerhouse. Page 4

n Carrefour said it is exiting
Russia shortly after having
entered the market, as it
posted a 2.9% drop in third-
quarter sales. Page 5

n Major U.S. stock indexes
made modest gains. Shares
in Europe also edged higher,
but uncertainty over earnings
capped the upside. Page 20

n The EBRD forecast that
Eastern Europe will see
growth return in 2010, but
warned of risks. Page 12

n The ECB said core infla-
tion should edge down in
coming months, signaling it
is likely to hold interest rates
low for some time. Page 3

n The EU and Seoul con-
cluded negotiations over a
trade pact, but concerns re-
main that the deal will trig-
ger a flood of cheap South
Korean car imports. Page 4

n China praised its ties to
Iran in remarks that dimin-
ished hopes Beijing would
support punitive sanctions
against Tehran. Page 13

n China’s sovereign-wealth
fund will invest $300 million
to buy 45% of Nobel Oil and
fund the Russian company’s
expansion plans. Page 25

n Swedish retailer H&M said
sales in stores open at least
a year fell 8% in September,
more than expected. Page 9

n Nokia reported a third-
quarter loss amid joint-ven-
ture charges, but it raised its
outlook for mobile-phone-in-
dustry volumes. Page 8

n GM is close to signing a
deal to sell Opel to a group
led by Magna, but it still faces
a number of political and reg-
ulatory hurdles. Page 9

n Anheuser-Busch will sell
its operations in Central Eu-
rope and the Balkans to CVC
Capital Partners in a deal val-
ued at $2.23 billion. Page 9

n Britain said it is providing
$100 million in aid to Zimba-
bwe this year to help the
new unity government and
ease a humanitarian crisis.

VO L . X X V I I N O . 1 8 0  F R I DAY - S U N DAY, O C T O B E R 1 6 - 1 8 , 2 0 0 9

H E A R D O N T H E S T R E E T

So Xstrata Chief Execu-
tive Mick Davis has blinked,
stared down by Anglo Amer-
ican Chairman Sir John
Parker. Rather than make his
zero-premium merger ap-
proach to Anglo official, Mr.
Davis is walking away. But it
is unlikely to be for good.

Sir John successfully per-
suaded shareholders to give
Anglo CEO Cynthia Carroll
more time to improve Ang-
lo’s performance. As a re-
sult, Xstrata’s proposal
never gained momentum
among investors. Nor was
Xstrata willing to raise its

offer without engagement
from the Anglo board.

That doesn’t mean inves-
tors have rejected the strate-
gic rationale for combining
the two miners, as Anglo
suggests. Xstrata’s with-
drawal means the logic of
the deal has yet to be tested.
But the successful BHP Billi-
ton merger suggests an An-
glo-Xstrata merger could
yield substantial benefits.

Ms. Carroll now needs to
deliver on the $2 billion in
cost savings promised over
this year and next; turn
around Anglo’s marginal,

highly geared platinum
mines, and bring the Minas
Rio iron-ore operation in Bra-
zil into production on time
in 2012.

Anglo will remain under
the microscope. Not only is
there no prospect of an
Xstrata offer for at least an-
other six months, but Ang-
lo’s erstwhile suitor is much
better geared to surprisingly
strong demand for base met-
als and coal in Asia while
the recovery in the devel-
oped world, which Anglo
would benefit from, remains
sluggish. Anglo may have

won this skirmish, but the
war is far from over.
 —Matthew Curtin

More at WSJ.com/Heard

Citi’s shrinking margin for error should be watched

The other milestone hit

Italy’s Prime Minister Silvio Berlusconi poses after being awarded the
highest Bulgarian distinction, the Stara Planina Order, in Sofia on Thursday.

Dow 10000 might grab
the headlines. But Crossover
500 might be a more telling
indicator.

The widely watched Mar-
kit iTraxx Crossover index,
which tracks the credit risk
of 50 mostly junk-rated Euro-
pean companies, became the
barometer of fear in the Eu-
ropean credit markets as the
crisis deepened. It first
moved more than 500 basis
points (five percentage
points) in July 2007 as the
leveraged loan market froze
and went on to peak at more
than 1,150 basis points in
March of this year.

At that point, the price
represented a fear of sys-
temic collapse and wide-
spread defaults as all
sources of corporate funding
evaporated. But Thursday,
the index traded under 500
basis points for the first
time since June 2008, under-
lining the retreat of that
fear of collapse. At 1,000 ba-
sis points, the index was sug-
gesting a one-year default
rate of 16%; at 500 basis
points, that has fallen to

around 9%. Even that may
be overstating the risk.

There’s no doubt the de-
fault picture, while gloomy,
has improved sharply from
that feared early in the year.
The number of companies
defaulting has slowed: In the
third quarter, Moody’s re-
corded 50 defaults, down
from 89 in the first quarter.
That took the global default
rate in September to 12%,
but the ratings firm fore-
casts it will fall to 4.5% in
one year’s time.

Key to this improvement
has been the blossoming abil-
ity of the bond market to
provide refinancing, with
lower-rated companies able
to raise cash and rebalance
their maturity profiles. As
long as this continues, expec-
tations of defaults should
continue to decline—giving
more companies access to
finance. A new shock to the
system could easily halt this
process, but for the moment
a virtuous circle seems to be
at work. The Crossover, and
the Dow Jones Industrial Av-
erage, could rally further
from here. —Richard Barley

Xstrata’s CEO blinks

Inflation contained in U.S.
Mild price increases
tied to slow recovery;
new jobless claims fall

Financial Analysis and Commentary

A premier’s crowning achievement

By Rachel Pannett

CANBERRA, Australia—In a sign
diplomatic tiesmay bethawing,Aus-
tralia and China held high-level de-
fense talks Thursday, a day after Cli-
mate Change Minister Penny Wong
met China’s Vice Premier Li Keqiang
in Beijing.

Gen. Chen Bingde, chief of general
staff of the Chinese People’s Libera-
tion Army, met Australia’s Secretary
of Defense Ian Watt and Chief of the
Defense Force Angus Houston in Can-
berra for a strategic defense dia-
logue. He also held talks with Austra-
lia’s Defense Minister John Faulkner.

Mr. Houston said the annual

talks, which were upgraded last
year to chief of defense level, “re-
flect a mutual commitment to ad-
dressing challenges that face our re-
gion.” Aside from a meeting be-
tween Prime Minister Kevin Rudd
and China’s President Hu Jintao on
the sidelines of a Group of 20 meet-
ing in Pittsburgh last month, bilat-
eral talks between China and Austra-
lia have been limited in recent
times. Australia is grappling with a
surge of Chinese investment in the
country’s vast natural resource sec-
tor that has tested diplomatic ties.

Tensions flaredinJune whenmin-
ing giant Rio Tinto Ltd. abandoned a
deal with Aluminum Corp. of China.

The situation worsened in July when
China detained four Rio employees,
including Australian citizen Stern
Hu, on July 5 on charges of bribery
and stealing commercial secrets.

In August, China downgraded an
official visit to Australia by Vice For-
eign Minister He Yafei, sending an
envoy instead, after Canberra
granted a travel visa to exiled Ui-
ghur leader Rebiya Kadeer.

The decision to proceed with
Thursday’s annual defense dialogue
could suggest a potential thawing of
diplomatic ties, especially as it fol-
lows a meeting between Australian
Ms. Wong and Mr. Li on Wednesday.

One ugly number stuck out
of Citigroup’s third-quarter
results. To what extent should
it concern investors, regula-
tors and even taxpayers, who
own a third of the bank?

The offending number: a
profit margin measuring inter-
est income on a bank’s assets,
after subtracting the bank’s

borrowing costs. In the third
quarter, Citi’s fell to 2.93%,
from 3.24% in the prior quar-
ter and 3.15% a year earlier.
J.P. Morgan Chase’s margin
is wider—and strengthened
slightly in the third quarter.

Citi’s margin could erode
further after this month,
when the U.S. government

winds down an emergency
debt-guarantee program
used by Citi for low-cost fund-
ing. Citi borrowed $10 billion
under it as recently as Sep-
tember, according to SNL Fi-
nancial. Yet Citi’s cost on long-
term debt rose to 3.67%, from
3.31% in the second quarter.

Citi’s margin decline is

partly due to the bank making
itself safer. The bank holds an
atypically large amount of liq-
uid assets, which tend to be
low-yielding. Admittedly, Citi
did report strong growth in
deposits, which are a cheap
funding source. But it needs
to do more to cut borrowing
costs.  —Peter Eavis

Source: Thomson Reuters Datastream
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Australia and China hold high-level defense talks

By Luca Di Leo

And Jeff Bater

The rise in U.S. consumer prices
eased in September as food prices fell
and energy costs moderated, indicat-
ing that a slow economic recovery is
keeping inflation contained.

Theseasonally adjusted consumer-
price index rose 0.2% in September,
theU.S. LaborDepartment said Thurs-
day, slowing from a 0.4% rise in Au-
gust, when energy costs surged.

The core CPI, whichstrips out vola-
tile food and energy prices, also ad-
vanced by 0.2% in September, com-
pared with a 0.1% rise the previous
month. The figures were slightly
higher than Wall Street forecasts,

which had projected a 0.1% rise in both
the headline CPI and core inflation.

Food prices fell 0.1% in September,
compared with a 0.1% rise in August.
Energy prices rose by 0.6% in Septem-
ber, slowing from the 4.6% rise in the
previous month.

In annual terms, the unadjusted
CPI fell for the seventh consecutive
month in September, by 1.3%.

The economy’s weakness has led
consumer prices to ease sharply over
the past year, and the Federal Reserve
expects a slow recovery to keep infla-
tion contained for some time.

When they last met Sept. 22-23, a
majority of Fed officials viewed the
risks to inflation as being roughly bal-
anced over the next few quarters, min-
utes from their meeting showed
Wednesday. However, some contin-
ued to see the risk of a substantial de-
cline in prices, while others felt the
risks were tilted to the upside over a
longer horizon.

The Fed has set its federal-funds

rate to a target of between zero and
0.25% to counter the severe recession.
The central bank expects to keep it at
that level for some time to ensure the
recovery takes hold.

Unrounded, the Labor Department
said that consumer prices rose 0.169%
last month. The core CPI was up
0.164% unrounded in September.

In a separate report, the Labor De-
partment said real average weekly
earnings fell 0.4% in September. Since
reaching a high in December 2008,
real average weekly earnings have
fallen by 1.9%.

Separately, the number of U.S.
workers filing new claims for jobless
benefits fell last week to the lowest in
nine months, a hopeful sign for a bleak
job market. Total claims also fell.

Initial jobless claims dropped by
10,000 to 514,000 in the week ended
Oct. 10, the Labor Department said in
its weekly report. Economists sur-
veyedbyDowJonesNewswireshadex-
pected a level of 515,000 new claims.

Email: heard@wsj.com
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CORRECTIONS & AMPLIFICATIONS

Citi swings to small profit for quarter
Company’s investment bank posts lower revenue and profit; weakness in fixed-income trading is surprising

Goldman posts huge profit, distancing itself from rivals

Still struggling
Citigroup’s net revenue and 
net income/loss

2008 2009
1Q 2Q 3Q 4Q 1Q 2Q 3Q

Source: the company
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ing and how well our people are per-
forming.”

Goldman had a return on equity
of 21.4% in the latest quarter despite
the fact it is sitting on record levels
of capital, which serve to drag down
return on equity. Its profit of $5.25 a
share was generated on revenue of
$12.37 billion and outpaced analyst
expectations by about $1 a share.

The bank’s financial perform-

ance was powered by strong results
in its fixed-income, currency and
commodities business, where reve-
nue more than tripled to $5.99 bil-
lion. Revenue from principal invest-
ments, ones made with the firm’s
own capital, was $1.26 billion, com-
pared with a year-earlier loss. The
results included a gain of $344 mil-
lion related to the firm’s long-held
investment in Industrial & Commer-
cial Bank of China Ltd.

In this year’s second quarter,
Goldman posted a record profit of
$3.44 billion, largely by snatching
business away from weakened ri-
vals and churning out huge trading
gains by revving up risk taking. Its
stock-trading desk continued to
post impressive results in the third
quarter, though they were down a
bit from the record second quarter.
In a nod to how impressive these re-
sults are, the firm was operating at

less than half the leverage it was in
2007. Borrowed money can amplify
profits in good times but may in-
crease losses in bad times.

It wasn’t all good news for Gold-

man. Investment-banking revenue
fell 31% to $899 million. Goldman at-
tributed the drop to a decline in debt
underwriting due to a decline in rev-
enue from leveraged loans.

Continued from first page
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By David Enrich

Citigroup Inc.’s struggles contin-
ued in the third quarter, with its
core businesses stagnating even as
some rivals show signs of rebound-
ing.

Citigroup eked out a $101 million
profit in the quarter on revenue of
about $20.4 billion. Citigroup Chief
Executive Vikram Pandit noted that
the company has now strung to-
gether three straight quarterly prof-
its, an achievement that validates
the company’s underlying strength.

“I feel really good about the
progress we’ve made, about our fi-
nancial strength, and about all the
people at Citi who have worked ex-
tremely hard,” Mr. Pandit said on a
conference call with analysts.

But investors seemed unim-
pressed with the slim profit, which
stemmed largely from some one-
time accounting gains and from Citi-
group setting aside less than Wall
Street had anticipated to cover fu-
ture loan losses. In late-afternoon
trading Thursday, Citigroup’s
shares were down 5.4% at $4.73.

The results were the latest evi-
dence that after racking up tens of
billions of dollars in losses during
the financial crisis, Citigroup has
fallen behind its stronger rivals,
which have been taking advantage

of the industry turmoil to buy weak
banks and build market share. Fac-
ing an uncertain future, Citigroup ex-
ecutives said they continue to hoard
capital and aren’t yet making big in-
vestments in their most promising
businesses.

In another sign of the diverging
fortunes of Wall Street banks, Citi-
group’s total earnings amounted to
half of Goldman Sachs Group Inc.’s
charitable donations during the
quarter.

None of the three main business
lines that Mr. Pandit has said repre-
sent Citigroup’s future—regional
consumer banking, investment
banking and transaction processing—
managed to increase their revenue
streams from the second quarter or
last year.

Citigroup’s giant investment
bank, which in prior periods has
powered the company’s profits,
came up short, with revenue down
one-third and profits down two-
thirds from last year.

Especially surprising was Citi-
group’s weak showing in fixed-in-
come trading, an area that this week
propelled J.P. Morgan Chase & Co.
and Goldman Sachs to expectation-
beating results. Excluding some ac-
counting-related losses, Citigroup’s
fixed-income revenue fell 18% from
the second quarter to $4.7 billion.

Citigroup Chief Financial Officer
John Gerspach told reporters Thurs-
day that the decline reflected “di-
minished trading opportunities.”
He wouldn’t elaborate.

A person familiar with the mat-
ter said the lackluster performance
wasn’t due to a single bad bet as
much as “a collection of immaterial
items that in the aggregate were ma-
terial.” The person said the transac-
tions in question were executed on
behalf of clients and weren’t trades
for Citigroup’s own account.

Even as the investment bank
struggled, Citigroup set aside more
money to pay its employees. The
company’s third-quarter compensa-
tion expenses were essentially un-
changed from the first two quarters
of 2009, even though Citigroup has
shed its huge Smith Barney broker-
age business. And among Citi-
group’s “core” businesses, total op-
erating expenses climbed to $8.2 bil-
lion from $7.8 billion, an increase
that executives attributed largely to
higher compensation costs.

Since Citigroup’s investment
bankers and traders account for the
lion’s share of the company’s overall
compensation costs, some analysts
were surprised that overall pay
didn’t decline in tandem with invest-
ment-banking revenues. “I would
have thought we would have seen a
little bit lower expenses,” said
James Mitchell, an analyst with
Buckingham Research.

Citigroup executives said they
set pay on an annual, not quarterly,
basis, and that the third-quarter
compensation figures don’t neces-
sarily indicate that its employees’
pay packages swelled during the pe-
riod. So far this year, Citigroup has al-
lotted about $19 billion for compen-
sation, compared to about $25 bil-
lion in the first nine months of 2008.

Messrs. Pandit and Gerspach said

they are increasingly optimistic that
Citigroup’s vast overseas consumer
businesses are stabilizing as Asian
and Latin American economies start
to recover. The company’s regional
consumer-banking arm was Citi-
group’s strongest performer.

In the U.S., though, Citigroup
was less optimistic, echoing the cau-
tious sentiments that J.P. Morgan ex-
ecutives voiced Wednesday. While
fewer customers are falling behind
on certain loans, defaults continue
to surge in mortgages, among other
areas. “We see some signs of hope,
but we’re just not sure if they’re go-
ing to continue,” Mr. Gerspach said.

Despite Mr. Pandit’s upbeat tone,
executives acknowledged that they
aren’t ready to pour money into ex-
panding the businesses that com-
prise Citicorp, the entity that houses
the company’s long-term properties.

“We’re not doing heavy invest-
ments as yet in the Citicorp busi-
nesses,” Mr. Gerspach told reporters
Thursday morning, noting that the
company remains preoccupied with
“de-risking the consumer portfolios.”

Later, speaking to analysts, Mr.
Gerspach amended his remarks
slightly. “This quarter we started to
make very selective investments in
some of our Citicorp businesses, in-
cluding in operations and technol-
ogy,” he said.

The Motorola CLIQ comes with
two gigabytes of memory, and Ap-
ple’s $199 iPhone comes with 16 gi-
gabytes. In addition, the BlackBerry
Storm2 from Research in Motion
will ship with 18 gigabytes of mem-
ory. The Personal Technology col-
umn Thursday incorrectly stated
the memory for the CLIQ and iPhone
in megabytes. And based on a fact
sheet from RIM, the column also in-

correctly said the Storm2 will ship
with two gigabytes of memory.

Federal Reserve Chairman
Ben Bernanke predicted in an inter-
view broadcast March 15 that the
recession would end in 2009. A
Money & Investing article in some
editions Thursday incorrectly said
he predicted the recession would
end in 2008.
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Oracle targets a new rival: IBM
CEO Ellison throws
more blows as firms
scrap over same turf

Cracking down on how airlines treat travelers

By Ben Worthen

As Oracle Corp. prepares to shift
from just selling computer software
to also selling hardware, Chief Execu-
tive Larry Ellison is making it clear
that Oracle is gunning for a new rival:
International Business Machines
Corp.

At Oracle’s annual conference in
San Francisco this week, the software
company has thrown numerous
punches at IBM. In remarks Wednes-
day, Mr. Ellison said systems from Or-
aclewere cheaper and more energy ef-
ficient than ones from IBM. He then
offered to pay $10 million to anyone
who could prove systems from IBM
ran database software—which busi-
nesses use to store and sort through
digital information—even half as fast
as those from Oracle.

“IBM, if you’d like to take us on,
make our day,” he said

Mr. Ellison also said that Oracle
systems are faster and less expensive
than IBM’s and that IBM systems con-
sume six times as much energy. “I
guess they’re happy with that,” he
added.

An IBM spokesman declined to
comment.

The verbal jabs follow Oracle’s an-

nouncement in April that it would
spend $7.4 billion to buy Sun Micro-
systems Inc., which sells server com-
puters and other hardware. Oracle
has said it will continue to sell Sun
hardware and combine it with Oracle
software once the deal is done.

The proposed acquisition, now be-
ing reviewed by European antitrust
regulators, puts Oracle and IBM on a
collision course as each tries to posi-
tion itself as the only information-
technology company that businesses
will need.

The jabs at IBM are a turnabout
for Oracle, which typically relied on

others to build the computers that
run its programs. For years, Oracle
mainly taunted software makers like
Germany’s SAP AG and generally
maintained cozy relations with hard-
ware makers. IBM even keeps a team
of engineers on Oracle’s campus to en-
sure that Oracle’s software runs well
on IBM’s systems.

But tension between IBM and Ora-
cle has mounted since the announce-
ment of the Sun acquisition. In Au-
gust, Oracle launched an advertising
campaign that claimed that Oracle’s
software doesn’t run as fast on IBM’s
systems as it does on systems from

Sun. In September, IBM complained
to the Transaction Processing Per-
formance Council, an industry group
that approves computer-perform-
ance metrics, that the ad wasn’t
based on audited test results. The
council ultimately levied a $10,000
fine on Oracle.

“For Oracle, going after IBM is the
logical choice,” said Ray Wang, an ana-
lyst at research company Altimeter
Group. That’s because a handful of
tech companies are now trying to sell
systems that combine hardware and
software, he said, winning a greater
share of customers’ information-tech-
nology budgets in the process. IBM
has long positioned itself as such a
one-stop shop for technology, and Or-
acle now aspires to that, he said.

IBM isn’t ready to concede any
ground. The Armonk, N.Y., company
spent months putting together its
own bid for Sun, which makes most of
its money from computer hardware
but also owns several popular soft-
ware programs. As soon as Oracle an-
nounced its Sun deal, IBM began put-
ting together a list of Sun’s biggest
customers and targeted them with
special promotions.

Oracle recently unveiled its first
joint product with Sun, a so-called da-
tabase machine that combines Ora-
cle’s software for storing and organiz-
ing information with computers from
Sun. Not to be deterred, IBM last
week announced a similar product us-
ing its own hardware and database
software.

CORPORATE NEWS

By Alex Wilson

MELBOURNE—Mining giants
Rio Tinto and BHP Billiton dropped
plans to jointly market output from
their proposed iron-ore joint ven-
ture amid fierce resistance from
steelmakers who are worried about
higher prices.

The marketing arrangement was
one element of the companies’
planned tie-up of their iron-ore oper-
ations in the Pilbara region of Aus-
tralia, in whichu they will share ex-
port facilities and cut costs.

The move appeared aimed at mol-
lifying regulators who are still con-
sidering the arrangement, but indus-
try observers said it likely will still
face industry opposition.

Under the terms of the nonbind-

ing agreement the pair announced
in June, the two Anglo-Australian
companies had planned to jointly
market up to 15% of the combined
production from their Pilbara iron
ore operations.

But the two companies Thursday
said they would abandon the market-
ing part of the plan. “The two compa-
nies believe that this change will
clarify the nature of the JV for cus-
tomers and emphasize its focus on
realizing significant production and
development synergies,” Rio Tinto
and BHP said in a statement.

Rio Tinto, BHP and Brazil’s Vale
SA control about 70% of the market
for exported iron ore, which is used
to make steel.

The proposed merger of the BHP
and Rio Tinto iron-ore operations
came after the collapse in early June
of a proposed $19.5 billion deal be-
tween Rio Tinto and Aluminum
Corp. of China, or Chinalco.

The main audience for the min-
ers’ message is likely the European
Union, which has yet to announce
what level of regulatory scrutiny it
plans to apply to the deal. European
Commission officials Thursday de-
clined to comment.

David George, mining analyst at
JP Morgan, said he believes BHP and
Rio have a less-than-50% chance of
gaining approval. “It makes sense to
pull [the marketing agreement] out,
but I don’t think it is going to stop
steel customers making submis-
sions that are very anti the whole
deal,” he said.

Eurofer, a steel-industry lobby
group based in Brussels, said in
June it would press its competition-
concerns with the European Com-
mission. Opposition has also come
from China. The China Iron and
Steel Association, a lobby group for
Chinese steel mills, said in June the
joint-venture agreement “goes in
the direction of a monopoly.”

The partnership agreement has
been received positively by Austra-
lian officials, who cited the opera-
tional efficiencies it could offer.

The two miners said they expect
to finalize the agreement on sched-
ule, with the original announcement
giving them until Dec. 5.

 —Peppi Kiviniemi in Brussels
contributed to this article.

By Scott McCartney

Many airlines may be violating
federal rules on reimbursing travel-
ers for expenses when baggage is
lost, delayed or damaged on domes-
tic flights, and the federal govern-
ment is finally cracking down to help
consumers.

Takingatougherstandonhowair-
linestreattravelers,
theU.S.Department
of Transportation
fined Spirit Airlines
$375,000 last

month for multiple violations of fed-
eral rules, including violations of do-
mestic baggage-reimbursement re-
quirements. Late last week, the DOT
warned other carriers that their bag-
gage-reimbursement policies appear
to violate federal rules, too. “We have
learned that a number of airlines
have adopted policies that purport to
limit reimbursement for such ex-
penses in a variety of ways,” the DOT
said in its notice to airlines Friday.

A Wall Street Journal examina-
tion of practices at 14 airlines shows
that many carriers have some of the
same restrictions that resulted in the
official censure of Spirit Airlines.
One violation cited by the DOT was
that Spirit made customers wait 24
hours after luggage was lost or de-
layed before covering any incidental
costs travelers had to pay, such as toi-
letries or replacement clothes. DOT
rules prohibit such waiting periods.
The agency also said Spirit reim-
bursed customers for incidental ex-
penses only if bags went missing on
the outbound portion of a round-trip
journey, yet the DOT’s rule applies to
“any flight segment.”

“Travelers should not have to pay
for toiletries or other necessities
while they wait for baggage mis-
placed by airlines,” Transportation
Secretary Ray LaHood said. “We ex-

pect airlines to comply with all of our
regulations and will take enforce-
ment action if they do not.”

The DOT gave airlines 90 days to
modify their rules and practices be-
fore the agency would launch any en-
forcement actions.

Lost or delayed bags are rela-
tively rare—about one traveler out of
every 190 on domestic flights ended
up at the baggage office empty-
handed last year. And airlines say
most people get their bags back
within a day or two. Still, a large num-
ber of people are impacted by the un-
certainty, inconvenience and ex-
pense of lost luggage. In 2008, more
than three million mishandled-bag-
gage reports were filed by airlines,
and that just covers domestic flights.

Part of Spirit’s response to the
DOT was that its baggage policies
were consistent with those of several
other airlines. Indeed, Continental
Airlines Inc., Hawaiian Airlines and
Allegiant Air, for example, all say
they pay for expenses only after the
first 24 hours from a flight’s arrival.
UAL Corp.’s United Airlines says it re-
imburses expenses only on the out-
bound portion of a trip.

And many airlines put a limit on
what they will offer to pay passen-
gers per day for expenses related to
the lost luggage, which the DOT says
is a violation of its domestic baggage-
liability rule. The only limit allowed,
the agency says, is that total liability
for lost domestic baggage is $3,300
per passenger, including replace-
ment costs and incidental expenses.

Travelers have been complaining
about such restrictions for years. In
January 2007, this newspaper
charted baggage-reimbursement pol-
icies at different airlines and re-
ported on customer unhappiness
with airline reimbursement. But the
DOT didn’t explore the issue until a
few months ago.

In our latest survey over the past
week, Continental said its reimburse-
ment to travelers for delayed or lost
luggage tops out at $200—$50 a day
for four days after a 24-hour waiting
period. United says it will pay $50 to
$100a day. US Airways Group Inc. has
a less-generous limit of $25 a day for
up to three days.

AlaskaAirlines says it doesn’t pro-
vide interim expenses to passengers
for baggage delayed or lost because
of bad weather or air-traffic-control
problems. When it does pay, Alaska
limits its liability to $25 for the first
day a bag is missing, then ups that to
$50 a day for the next four days.

Allegiant, a unit of Allegiant
Travel Co., says it pays $25 a day for
four days, but that only begins 24
hours after a bag has gone missing.
Hawaiian, a unit of Hawaiian Hold-
ings Inc., limits payments to $30 a
day for three days. JetBlue Airways
Corp. says its “standard” payment is
$25 per day, but like other airlines it
considers higher amounts on a
case-by-case basis.

Continental said it was evaluat-
ing what changes it may need to
make to its policy to ensure it is in
compliance with the DOT regulation.
Virgin America, which said it reim-
burses $25 a day for five days, then
amended that statement to say it
may pay more if customers provide
receipts; the airline said it asked the
DOT on Monday for “further clarity”
to determine if it is in compliance. Al-
legiant says it has asked the DOT “for
clarification on a few items.’’ Others
said they believe they are in compli-
ance.

AMR Corp.’s American Airlines
saysithasnodailylimitandwillnego-
tiate with customers, but it does re-
quire customers to get prior approval
from the airline for any expense.
Southwest Airlines says it offers cus-
tomers $50 on the spot when luggage

goesmissing,andwillpaymoreifpas-
sengers file formal claims.

After the DOT warning was is-
sued, many airlines stressed that
they consider their reimbursement
limits, sometimes included in pub-
lished materials given to passengers,
to be only “guidelines” and that
higher amounts can be paid on a
case-by-case basis. That may be
news to some customers who get
told there’s a tight limit to what the
airline will pay.

In 2007, when The Wall Street
Journal charted baggage-reimburse-
ment policies, Delta Air Lines Inc.
said it limited customers to $25 a day
for five days. This week Delta spokes-
woman Susan Elliott said that
amount is offered “in many cases,
but because we handle these types of
issues on a case-by-case basis the
compensation could be more depend-
ing on the situation.”

Likewise in 2007, AirTran Air-
ways said it had a limit of $25 a day
for three days. After the DOT warn-
ing was issued Friday, a spokesman
for AirTran said it had no arbitrary
limit. Asked when the policy
changed, AirTran, a unit of AirTran
Holdings Inc., didn’t respond.

The DOT said it considers “any ar-
bitrary limits on expense reimburse-
ment incurred in cases involving
lost, damaged or delayed baggage to
violate” its baggage rule, 14 CFR Part
254. The rule says an airline can’t
“limit its liability for provable direct
or consequential damages…to an
amount less than $3,300 for each pas-
senger.” It applies to any flight with
more than 60 seats, or any passenger
whose itinerary includes a flight us-
ing an aircraft with more than 60
seats.

Airlines say they delay any help
with incidental expenses for 24
hours because bags often show up
during that first 24-hour period.

Larry Ellison in San Jose, Calif., last month. He has begun making disparaging
remarks about IBM products.

Rio Tinto, BHP
scrap their plans
on marketing

Rio Tinto, BHP and
Vale control about
70% of the market
for exported iron ore.
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By Brian Blackstone

Cash-for-clunkers programs have
no lasting economic benefit and
could even lead to a “substantial
weakening” in euro-zone automobile
sales next year, the European Central
Bank said Thursday.

The findings, though far from
original, amount to an official slap
on the wrist to European govern-
ments including those of Germany,
France and Spain that rolled out the
popular programs to stoke demand
in their beleagured auto sectors at
the height of the financial crisis.

Eleven of the euro zone’s 16 coun-
tries have adopted or plan to adopt
clunkers programs, which generally
include cash subsidies for consum-
ers to trade in older cars for newer,
more environmentally friendly ones.

The central bank’s report came
as European car registrations
posted another strong rise for Sep-
tember, spurred by countries that
have made use of the same incentive
plans that the ECB faulted. Car regis-
trations in Europe jumped 6.3%
from a year earlier in September,

the European Automobile Manufac-
turers’ Association said Thursday.

Sales data from Ford Motor Co.’s
European division this week suggest
such gains will be fleeting. Ford said
new-vehicle orders in Germany fell
20% in the first half of October after
the incentive program expired.

The ECB concluded that while
the programs did provide “signifi-
cant support” to auto production in
the first half of 2009, “the upward
impact on overall euro-area activity

in 2009 is likely to remain rather lim-
ited and may turn negative in 2010.”

Such incentive measures should
be applied “with caution,” the ECB
said, “as they may hamper the effi-
ciency ofthe functioningof a free-mar-
ket economy and may delay neces-
sarystructural change, thereby under-
mining overall income and employ-
ment prospects in the longer term.”

The German government’s Œ5 bil-
lion ($7.46 billion) plan allowed buy-
ers Œ2,500 per vehicle to trade in an

old one. While that program expired
at the beginning of September, it
should still boost sales with a lag as
orders are processed. France, mean-
while, pays consumers Œ1,000 for a
new car if they trade in one that is
more than 10 years old. The total
cost to governments this year and
next should be around 0.1% of gross
domestic product, the ECB said.

The programs tend to crowd out
other large purchases, limiting their
overall economic effect, the ECB said.

Thomas Grothkopp, head of a Ger-
man furniture retailers’ association,
said sales in his sector are down more
than 5% from a year earlier, largely be-
cause of the scrappage scheme.
“What’s worse is that people who have
rundown theirsavingstobuy acarthis
year will have to save more in future,
so we expect the impact on our sales to
last well into next year,” he said.
 —Vanessa Fuhrmans

and Geoffrey T. Smith
contributed to this article.

ECB criticizes cash-for-clunkers programs
Stoking demand now
risks weakening it
next year, bank says

Recovering industry 
New passenger car registrations in 
September, change from a year ago
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ECB signals no change
on rates over near term

Drive time

Vehicle sales surged in Europe with the introduction of clunkers programs, but Ford says new-vehicle orders in Germany fell 20% after the country’s incentive program expired.
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LEADING THE NEWS

By Brian Blackstone

FRANKFURT—Underlying euro-
zone inflation should edge down in
coming months even if overall prices
rise slightly, the European Central
Bank said Thursday, signaling that it
likely will hold interest rates at very
low levels for some time.

The optimistic forecast was
supported by fresh data showing
prices edging down last month
among the 16 countries that use
the euro currency.

ECB officials also emphasized
that while the bloc’s economies ap-
pear to be stabilizing, “the recovery
is expected to remain rather uneven.”

The ECB departed from its long-
standing focus on overall inflation,
noting in its October bulletin that
core inflation, which excludes vola-
tile food and energy prices, “is par-
ticularly insightful” now in analyz-
ing the forces driving prices. The
ECB has a mandate to keep overall in-
flation below—but close to—2%
over the medium term.

Consumer prices fell 0.3% in Sep-
tember from the year-earlier
month, according to data Thursday
from the European Union’s statis-
tics agency. Prices should tick up in
coming months in response to
higher commodity prices, although
core inflation “has been on a down-
ward path since mid-2008 and
shows no sign of reversing in the
short term,” the ECB said. Core infla-
tion in the euro zone fell to 1.2% last
month from 1.3% in August.

With so much slack in the econ-
omy and factories running well be-
low full capacity “even if there is an

economic recovery, it is still going
to take time” for core inflation to
stop declining, said Marta Bastoni,
economist at J.P. Morgan Chase
Bank. With inflation not a primary
concern, the ECB should keep its key
lending rate unchanged at 1% until
the end of 2010, she said.

Lower consumer prices were evi-
dent last month in countries hard hit
by housing slumps and the global re-
cession, such as Ireland, which
posted a 3% drop from a year ago and
Spain, where prices fell 1%. Con-
sumer prices declined a more modest
0.5% in Germany and 0.4% in France.

Meanwhile, two of the euro zone’s
three largest economies issued cau-
tiously upbeat forecasts. The Bank of
Italy said it expects gross domestic
product to expand 1%, on a quarterly
basis, during the third quarter. Italy’s
economy has contracted for five con-
secutive quarters.

Meanwhile, Germany’s leading
economic institutes said they ex-
pect the euro zone’s largest econ-
omy to expand 1.2% next year after
contracting 5% this year. Both esti-
mates were improvements from pre-
vious forecasts issued in April.

Commenting on recent positive
economic data, ECB President Jean-
Claude Trichet said Thursday that the
“good times” haven’t returned yet.
“We have to continue to be ex-
tremely alert,” he said, adding that
current rate levels are “appropri-
ate” and “the time isn’t right” for an
exit now from the ECB’s expansion-
ary monetary policy.

 —Geoffrey T. Smith, Andrea
Thomas and Roman Kessler

contributed to this article.
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Militants hit Pakistan in wave of assaults
Taliban show power
in multiple strikes
on security facilities

EU concerns bedevil South Korea trade pact

Pakistani police commandos rush to a police training school that was stormed by militants in Lahore on Thursday.
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By Matthew Dalton

BRUSSELS—The European
Union and South Korea concluded
negotiations over a trade agree-
ment but concern that the deal will
trigger a flood of cheap South Ko-
rean car imports remains a poten-
tial obstacle to ratification.

Nations with significant automo-
bile industries, led by Italy, worry
the accord will give South Korean
auto makers an unfair advantage
over struggling EU competitors—a
concern that has held up negotia-
tions for months.

The agreement would elimi-
nate trade tariffs between the two
parties over five years, saving EU
exporters Œ1.6 billion ($2.38 bil-
lion) in annual tariff payments,

the European Commission said.
EU car makers, for example, pay an
8% tariff for exports into South Ko-
rea, while the South Koreans pay
10% to ship into the EU.

The deal would end some regula-
tions that European companies say
prevent them from selling to South
Korea. Seoul has adopted Califor-
nia’s strict emissions rules for cars,
but the accord would allow imports
of cars meeting lower international
emissions standards.

The signing of the pact Thursday
by EU Trade Commissioner Cathe-
rine Ashton and South Korean Trade
Minister Kim Jong-hoon means the
agreement’s text is set.

EU national governments must
approve the deal, which they will de-
bate at a European Council meeting

early in 2010. Then, the European
parliament must back it; South Ko-
rea’s parliament also must ratify the
pact. The European Commission
says it hopes the pact will come into
force in the second half of 2010.

Ms. Ashton said Thursday that
all EU countries supported conclud-
ing the talks. “I do have the support
of the Italian government to do
that,” she said.

But Italy’s Deputy Industry Minis-
ter Adolfo Urso—who said he hadn’t
seen the final text—said his govern-
ment expected the commission to
have fixed problems with the agree-
ment related to the auto industry.

“Italy reserves the right to veto
the accord if these aspects have not
been dealt with,” he said.

Italian auto giant Fiat SpA has op-

posed the deal because its smaller ve-
hicles would face more competition
from South Korean rivals such as
Hyundai Motor Co. and Kia Motors
Corp. The main concerns over the
agreement center on “duty draw-
back,” which is a refund South Korea
makes to its manufacturers on tariffs
paidon imported parts if the manufac-
turer exports the finished product.

A compromise reached this
summer would require the South
Koreans to cap these refunds at 5%
if South Korean exporters signifi-
cantly increase their sourcing of
parts from third countries such as
China.

The pact also contains another
safeguard that would allow either
side to reinstate tariffs if imports
increase significantly and those im-

ports pose a major threat to domes-
tic industries. —Jennifer Clark

contributed to this article.

LEADING THE NEWS

By Zahid Hussain

And Matthew Rosenberg

A series of well-planned and au-
dacious attacks on police and gov-
ernment installations that left at
least 40 people dead across Paki-
stan Thursday exposed major weak-
nesses in the nation’s security appa-
ratus and appeared to show Taliban
insurgents gaining the upper hand.

During the course of the day, as-
sailants in police uniform wielding
guns and grenades struck at three se-
curity agency buildings in the east-
ern city of Lahore, leaving 28 dead.
A suicide bomber in a car killed 11, in-
cluding himself, at a police station
in northwestern Pakistan and a car
bomb in the city of Peshawar was
detonated remotely, killing a child
at a government housing complex.

The day marked an escalation of
violence even in a period marred by
massive terror strikes and brazen at-
tacks, including last weekend’s as-
sault on the Pakistani military’s
headquarters in Rawalpindi outside
Islamabad. In the past 10 days, insur-
gent attacks have left more than 150
people dead.

Pakistani Interior Minister Reh-
man Malik said Thursday that the Pa-
kistan Taliban, an offshoot of the Af-
ghan movement, had “started a guer-
rilla war.” He urged Pakistanis to
unite behind the government.

His tone was a marked shift from
last month, when officials were
boasting they had “broken the
back” of the Taliban after a success-
ful spring offensive in the Swat Val-
ley northwest of the Islamabad and
the death of the Pakistan Taliban’s
leader, Baitullah Mehsud, in a U.S.
missile strike in August.

Pakistan also has said for
months it is preparing a full-scale
invasion of the Taliban stronghold
in the South Waziristan tribal re-
gion, and has been pounding the
area with airstrikes and artillery
for weeks. Pacifying the tribal re-
gion, which also is a main base for
al Qaeda, is viewed as crucial by
U.S. officials for the success of the
flagging U.S.-led campaign in
neighboring Afghanistan, where vi-
olence is surging and American sol-
diers are dying in record numbers.

But the recent attacks, culminat-
ing in Thursday’s multiple assaults,
have suggested that the Taliban
have regrouped and, with the help of
like-minded insurgents from else-
where in Pakistan, regained the ca-
pacity to strike at will at the heart of
Pakistan’s security establishment—
even when a strike is expected. Offi-

cials have said they had prior warn-
ing before last weekend’s attack on
the military’s headquarters and a se-
nior police official in Punjab prov-
ince, which includes Lahore, said
Thursday there were “indications”
of coming attacks on the city in re-
cent days. He wouldn’t elaborate.

U.S. officials involved in the
Obama administration’s review of
policy toward Afghanistan and Paki-
stan said they didn’t believe the re-
cent attacks would have a direct im-
pact on the deliberations, noting
that U.S. intelligence has long
warned of the threat posed to the Pa-
kistani government by extremists.
The officials said the main U.S. focus
was ensuring Pakistan didn’t lose its
resolve and push for peace with the
Taliban, as was common after a ma-
jor spate of attacks during the rule
of former President Pervez Mushar-
raf, who resigned in 2008.

But the officials said that, de-
spite some recent tensions between
civilian and military leaders in Islam-
abad, they have seen no hint of a
slackening of will.

“Some of the reasons these at-
tacks happened is because the Paki-
stani military is taking the fight”
to the tribal areas on the Afghan

border, where the Taliban is
based, said a senior U.S. military
official. “The Pakistanis—particu-
larly the Pakistani military—is in-
vested in this fight.”

Well into Thursday evening, au-
thorities were still trying to recon-
struct the exact details of what took
place in Lahore, considered Paki-
stan’s most cosmopolitan city but a
site of several individual attacks
over the past year.

The first attack, police said, came
shortly after 9 a.m., when one or two
gunmen burst into a building of the
Federal Investigation Agency, a key
part of Pakistan counterterrorism es-
tablishment, and began shooting.

One of the attackers “was clad in
black dress; first he hurled a hand
grenade in a room and then started
firing with AK-47 rifle,” said one of
the building’s guards.

After a brief firefight, six people
lay dead, including one attacker, said
Sajjad Bhutta, a top Lahore official.
Another suspected attacker was ar-
rested at the scene, he said. A differ-
ent FIA building in Lahore was the
target of a terrorist strike last year.

Soon after that attack began, five
gunmen in police uniforms scaled
the walls of a training center of the

Elite Force of the police. One was
quickly shot and killed, and another
detonated his suicide vest, said Lt.
Gen. Shafqat Ahmad, the most se-
nior military officer in the city. The
three others were eventually
gunned down by police, he said.

All told, eight people were killed,
including the five attackers, authori-
ties said.

A third team of four gunmen,
also in police uniforms, scaled the
walls of another police academy,
one for raw recruits that was also as-
saulted in a similar style in March.

“I thought that they were Punjab
police. … I was shocked when they
started hurling hand grenades at us
and then opened fire,” said Abdul
Razaq, 26 years old, who was hit in
the leg during the gun battle for the
academy.

He said he saw one of the attack-
ers shot and killed, and was still ly-
ing wounded when the three others
detonated suicide bomb vests.

At least 14 people were killed at
the police academy, including four
attackers.

 —Shahzada Irfan in Lahore,
Rehmat Mehsud in Islamabad

and Peter Speigel in Washington
contributed to this article.

Source: European Commission
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By Almut Schoenfeld

And Roger Thurow

BERLIN—In a dark and drafty
warehouse, a new Berlin Wall is tak-
ing shape. Nearly 1,000 pieces, each
one over 2.5 meters tall, one meter
wide and 40 centimeters thick, have
already been crafted. Soon, they will
be assembled and become part of a
barrier stretching nearly 1.5 kilome-
ters through the historic center of
the city along the path of the old
Wall, from the Reichstag to the Bran-
denburg Gate and beyond.

But this Berlin Wall isn’t meant
to be permanent. It is made of plas-
tic foam, and it is rising so it can be
knocked down again.

As dusk creeps across the Ger-
man capital on Nov. 9, 20 years to
the hour after East Germans first be-
gan hammering away at the origi-
nal concrete Berlin Wall on their
way to the West, the first section
will be pushed over, and the rest
will fall—like dominoes.

“The day represents great
change, for along with the fall of the

Berlin Wall
many other
walls and barri-
ers fell, not only
here,” says
Moritz van Dül-
men, the orga-
nizer of what is
known as the
“Dominoaktion.”

The breach of
the Berlin Wall
in 1989 stood
world history on
its head. Domi-
noes toppled

around the globe, but not in the di-
rection that the West feared during
the Cold War. One by one, the com-
munist governments of Eastern Eu-
rope collapsed. The Iron Curtain
was dismantled. The Soviet Union
disintegrated. Germany reunified.
East-West tensions relaxed.

The domino-shaped wall sec-
tions now lined up in the industrial

warehouse come from schools and
civic organizations in all corners
of Berlin, throughout Germany and
from a number of countries. They
have been painted, most of them
projecting images and messages of
peace, mimicking the graffiti that
covered the western side of the
original 43-kilometer long Wall
splitting West Berlin from East Ber-
lin. Some dominoes, from regions
still divided, such as Korea and the
Middle East, are markers of hope.

Doves, flowers and rainbows
are common images. “Freedom,”
“joy” and “miracle” are favorite
words. Berlin’s mascot, a teddy
bear, makes a few appearances.
Some honor people who died try-
ing to cross the Wall. Others re-
mind of problems today: hunger,
war. One flashes anger, a fist stran-
gling the German flag. Another,
painted to look like a suitcase, sym-

bolizes opportunity, the ability to
travel freely without barriers.

The organizers from the city
agencythatstagesbigeventsestimate
that 6,000 liters of paint and more
than 10,000 brushes were used to
cover 4,000 square meters of domino
surface. A convoy of 40 trucks stands
ready to transport the pieces—each
weighing about 18 kilograms—to the
site of the original Wall.

There, they will be positioned
about one meter apart, anchored
with steel feet so they won’t fall in
the wind, and illuminated by spot-
lights lining the entire route. The de-
ployment will take five days, from
Nov. 2 to 7, with the help of 1,000 vol-
unteers. The original Wall began to
sprout under the cover of darkness
onAug.13,1961;today,just afeworig-
inal pieces remain in place.

The organizers reckon the domi-
noes, made of a Styrofoam-like mate-

rial, would fall in eight minutes,
based on a short test run. But they are
planning to topple them in sections,
with musical interludes from a Daniel
Barenboim-directed orchestra and
speeches from a flock of interna-
tional statesmen expected to attend.

“This might sound strange,” says
Mr. van Dülmen, “but I have to admit
that sometime during all this work
over many months I developed great
respect for the logistical accomplish-
ments of the first Wall builders. We
are only faced with 1.5 kilometers.
Back then, they constructed a wall
through the entire city.”

A significant segment of the
city’s population—those under
20—never knew the Berlin Wall, and
can only scratch their heads when
tourists ask them to show the way.

“We only know about it from our
aunts, uncles, mothers, fathers,
grandmothers and grandfathers,

the history classes. We don’t know
what it is like to witness such an un-
believably important moment in his-
tory,” wrote the 10th-grade students
of the Paulsen High School in Berlin.
“It’s not the same to be told some-
thing as to have lived it.”

Mr. van Dülmen rejoiced when
this letter and similar appeals from
many other schools poured into his
office as word of his project spread.
The under-20 generation was his
prime target, but, he says, “I was
afraid they would find it silly or too
much work.” Rather, more than
5,000 students, from elementary
school to college, have been in-
volved in crafting dominoes.

Two dozen Paulsen students
worked for several months in a base-
ment hallway of their school. They
painted one side of their piece gray
and added a portrait of a woman
with tears on her cheeks. They drew
a few strands of barbed wire. They
wrote: 1961.

On the other side they splashed a
riot of colors. They painted a wall
with a giant hole in it, and beyond
the hole they sketched birds singing
in trees. They wrote: 1989.

“We’re saying that it would be
sad, tragic, if the Wall hadn’t fallen,”
says Anna Efler, who is 17 and hopes
to study law. She notes her father
was separated from his best friend
when the Wall sprung up overnight.
When the Wall fell, she says, her
grandmother danced in the kitchen
in her nightgown.

But those are stories told by oth-
ers. “We want to have our own piece
of history,” says classmate Tamina
Wiegand. “We want to be able to
look back some day and say, ‘This is
what we did.’ ”

Berlin builds new Wall to see how it falls
Twenty years after the original was destroyed, a version made of plastic-foam dominoes is readied for toppling

Momentum grows for the ouster of ‘iron-handed’ leader

Students from Berlin’s Paulsen High School, with the domino they created to mark the end of the Berlin Wall 20 years ago.

Moritz van
Dülmen

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.

At the height of East Germany’s
public foment in October 1989, at
least 120,000 demonstrators were
chanting “we are the people” in the
streets of Leipzig, pressing for dem-
ocratic freedoms. The peaceful pro-
tests were considered the largest in
the Communist state’s 40-year his-
tory. Police didn’t intervene. It ap-
peared the regime was anxious to
avoid violence, which in the past
had served only to recruit support
for the reformers.

Meanwhile, the first of more
than 1,300 East Germans trying to
flee to the West through Poland re-
nounced their citizenship.

In East Berlin, momentum was
growing for the ouster of leader
Erich Honecker, the hard-line Stalin-
ist who in 1961 had supervised the

construction of the Berlin Wall.
Mr. Honecker’s “iron-handed

leadership” had built East Germany
into the most economically ad-
vanced nation in the Soviet bloc. But
his grip on power had been unravel-
ing throughout the summer.

The top ranks of the Communist
party were in the midst of bitter in-
fighting, according to the Journal.
Mr. Honecker and several senior Po-
litburo members had fought to de-
lay any decisions about a leadership
change, according to West German
officials cited in the Journal. Mr. Ho-
necker and key allies were under
massive pressure. Those allies in-
cluded Politburo members Günter
Mittag, in charge of economic af-
fairs, and Joachim Hermann, chief
of information policy.

“The expectations of the East
German people are great and will
continue to grow,” the Journal
wrote. Said one West German offi-
cial: “What’s necessary now is the
process of democratization. Not
just that people are being heard
but that their interests are being
taken seriously.” At left, pro-democracy demonstrators in Leipzig on Oct. 16, 1989. At right, a Wall Street Journal item from Oct. 17, 1989.

WSJ.com
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Twenty years after the fall of the Berlin

Wall, how would you rate Germany’s
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CORPORATE NEWS

Xstrata abandons offer for Anglo American
Retreat marks setback to Anglo-Swiss miner’s growth strategy, raises heat on U.K. target’s management

Miner Xstrata PLC dropped its
pursuit of rival Anglo American
PLC, a sign that one of the mining
sector’s most successful deal-mak-
ing machines could be reaching the
limits of its merger-driven dash for
growth.

The decision marks a setback for
Xstrata, which has grown at break-
neck speed over the last seven years
through a string of acquisitions.
Thursday’s development also is a
blow for Xstrata’s chief executive,
Mick Davis, widely seen as one of
the mining industry’s most effective
managers.

The deal’s demise is the latest in
a series of failed big-ticket mergers
in the industry, which, until re-
cently, had been one of the hottest
deal sectors in the global economy.

Mr. Davis had hoped that com-
bining with Anglo would catapult
Xstrata into the major leagues, cre-
ating a giant better able to compete
with larger companies like BHP Bil-
liton, Brazil’s Vale SA and Rio
Tinto.

He left the door open for a fu-
ture bid for Anglo, saying in a pre-
pared statement that the rationale
for a combination with Anglo re-
mained “undiminished” and that
“transactions of this nature often
take time and patience to mature.”

But an Anglo spokesman said the
idea of a 50-50 merger was now
“dead and buried.”

Sir John Parker, Anglo’s chair-
man, said Xstrata’s offer had never
really gotten off the ground with
Anglo shareholders. “The value gap
was so wide and the strategic fit
certainly didn’t appear desperately
attractive,” he said in an interview.

Under Xstrata’s proposal each
company’s shareholders would have
owned 50% of the combined entity,
with no cash changing hands. But
Anglo’s board rejected the approach
in June and refused to engage with
Xstrata. Anglo shareholders ex-
pressed interest but wanted a pre-
mium for a deal they saw as a dis-
guised takeover attempt. Faced with
a deadline of next Tuesday set by
U.K. takeover regulators to make a
formal offer or withdraw, Xstrata
said Thursday it was walking away.

Some Xstrata shareholders
backed the decision. By resisting
pressure for a premium, “Mick’s
sticking to his valuation principles,
which is good,” said Ivor Pether, a
fund manager at Royal London As-
set Management, which has a stake
in Anglo-Swiss Xstrata.

But the decision marks the third
time in a row that Mr. Davis’s deal-
making ambitions have been
thwarted, following aborted at-
tempts last year to sell the company
to Vale and, a few months later, to
buy platinum miner Lonmin PLC.
The retreat raises questions about
the future of a company whose
shareholders have been rewarded
richly by Mr. Davis’s deal-making
prowess, but which has been hurt by
a tightening of credit markets and a
slowdown in merger activity in the
mining sector.

“His group strategy is predicated
on a roll-up of assets, which re-
quires funding continually, and I
think that model is going to be diffi-
cult,” said Mervyn Douglas, a port-
folio manager at Aviva Investors, a
large Anglo shareholder that also
has a big passive stake in Xstrata.
“It’s like any purely acquisition-
driven model in any sector: What do
you do when access to funding is
difficult because the cost is so much
higher?”

Mr. Davis, a South African famed
for his buccaneering style, was a
leading proponent of the idea of a
commodities “supercycle,” an ex-
tended bull run that would go on for
years, driven by China’s voracious
appetite for raw materials to fuel its
industrial ambitions.

But since the recession, mergers
and acquisitions in the sector have

gotten tougher. Bank debt is in
short supply, and the supply of mid-
size, single-commodity assets that
were picked off by larger rivals dur-
ing the boom years is thinner. Em-
blematic of the new environment
was the failure of BHP Billiton’s bid
for Rio Tinto last year.

U.K. investors had come to trust
Mr. Davis’s judgment and supported
him as he expanded Xstrata from a
minnow with a market value of
$500 million to a $90 billion mining
supermajor. But by last year his
drive for growth had left Xstrata
with a $16.3 billion mountain of
debt. That was sustainable while
metals prices—and Xstrata’s share
price—stayed high.

But as the recession set in, com-
modity prices fell by as much as
50% from their peaks. Ultimately,
the financial crisis forced Xstrata to
abandon its plan to buy Lonmin, a
platinum miner, though it still holds
a 25% stake.

Mr. Davis approached Anglo’s
board on June 17, asking to discuss
his proposal for a no-premium
merger of equals. Anglo, long a min-
ing icon with deep roots in the Brit-
ish and South African establish-
ments, was badly underperforming
its rivals. There were rumblings of
discontent among shareholders dis-
appointed by its American chief ex-
ecutive, Cynthia Carroll, and her de-
cision in February to cut Anglo’s
dividend.

Anglo’s board rejected the ap-
proach and refused to engage with
Mr. Davis. Some Anglo shareholders
expressed interest in a merger but
wanted Xstrata to sweeten its offer.

Mr. Davis refused.
Sir John, Anglo’s new chairman,

in August gave Ms. Carroll his back-
ing and dismissed Xstrata’s ap-
proach as a “distraction.” He per-
suaded Anglo shareholders to give
management time to turn around
the company and deliver on a $2

billion cost-saving program.
Analysts said with Xstrata out of

the picture—for now—all eyes are
on Anglo’s chairman. “The pressure
is now on Sir John Parker to deliver
the promised changes at the com-
pany,” wrote Michael Rawlinson, a
mining analyst at Liberum Capital.
He said the immediate challenges
the company faces are refinancing
its platinum and diamond divisions,
resolving permitting issues at its big
Brazilian iron-ore development, Mi-
nas Rio, and fulfilling its promises
of cost savings.

Sir John said he was confident
Anglo’s share price would soon re-
bound. “Gradually, the significant
value in our tier-one assets will

come into our share price,” he said
in the interview. “It’s very clear
value that we can deliver.”

Xstrata still feels it has won the
broader argument for a merger.
“There was a general acceptance
[among Anglo shareholders] that
the size and diversity of the merged
company, and the $1 billion in syn-
ergies, were attractive,” said Trevor
Reid, Xstrata’s chief financial officer.
“The logic of the transaction sur-
vives this morning’s announce-
ment.”

Some analysts expect Mr. Davis
to come back for a second attempt
in six months, as Xstrata is allowed
to do under the Takeover Panel’s
rules. “If Anglo slips up and gives
Mick an opportunity, he’ll be keen to
try again,” said Mr. Pether of Royal
London Asset Management.

For some observers, Xstrata’s de-
cision shows that the age of the
mining megamergers might be over.
“All those deals and attempted deals
were just a function of the bull mar-
ket, and boards across the globe got
carried away with the strength in
metals prices and economic
growth,” said Aviva’s Mr. Douglas.
“Huge mistakes were made, just like
at the end of the tech bubble.”

BY GUY CHAZAN
AND DANA CIMILLUCA

Source: Dealogic
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A water truck at Xstrata Mount Isa mining operations in Queensland, Australia.

Anglo’s Sir John: ‘a lot of steel’
Xstrata PLC Chief Executive Mick

Davis, legendary for outflanking ri-
vals in takeover battles, may have
met his match in Sir John Parker.

Sir John, 67 years old, is the
chairman of Anglo American PLC,
which on Thursday succeeded in
fending off an offer from Mr. Davis
to merge the two mining companies.

Sir John is a widely respected
corporate chieftain in London who
has served as chairman of a number
of blue-chip U.K. companies, includ-
ing National Grid PLC. He started his
job at Anglo in August, about a
month after Xstrata’s approach to
the company was leaked.

Anglo shareholders had shown
little enthusiasm for the idea of a
50-50 merger, but they were also an-
gry at Anglo’s management, particu-

larly its decision to slash the divi-
dend earlier in the year. Sir John
calmed nerves and ultimately won
shareholders’ backing for Anglo’s
strategy of staying independent.

“I’m always honest and open

with shareholders,” Sir John says.
“They’ve known me long enough and
I’ve delivered enough value to them
over the years.”

Sir John was born in Northern
Ireland. He studied naval architec-
ture and mechanical engineering in

Belfast before starting work as a
ship designer.

He later built his reputation in
part through successful takeover
deals at other companies, such as
RMC Group. When it was sold to Ce-
mex in 2005, shareholders of the
concrete and quarrying company got
more than twice what the stock was
worth at the start of his tenure two
and a half years earlier.

The battle with Mr. Davis may
only be in the first round, with many
analysts expecting Xstrata to come
back with another offer.

But Sir John, who describes him-
self as “a reasonably quiet Ulster-
man with a lot of steel” in his back,
could be expected to force Mr. Davis
to pay up before agreeing to a com-
bination. “I’ll always do what’s right
by shareholders, but no one gets
anything cheap from me,” he says.

BY DANA CIMILLUCA

Carrefour to exit Russia
amid 2.9% sales decline

PARIS—French retail giant Car-
refour SA Thursday said it is exiting
Russia shortly after having entered
the market, as it posted a 2.9% drop
in third-quarter sales.

Carrefour’s change in strategy on
Russia, only a month after it opened
its second hypermarket in the coun-
try, comes on the heels of a series of
news reports that the company is
under pressure from key sharehold-
ers, U.S. private-equity firm Colony
Capital LLC and French investor
Bernard Arnault, to quickly sell off
assets in emerging markets. The
company last week moved to dispel
the reports, issuing a denial.

Carrefour Chief Financial Officer

Pierre Bouchut said in a conference
call on the sales figures that the
company has no plans to exit any
other markets, but that it is “perma-
nently reassessing the situation of
all business units” to ensure that
they are able to “secure a profitable
leadership position over time.”

Carrefour will likely incur a
small cash cost in exiting the Rus-
sian, Mr. Bouchut said.

He affirmed Carrefour’s interest
in keeping its presence in Belgium,
where Chief Executive Lars Olofsson
said it needed a new strategy.

Third-quarter sales were €24.02
billion (€35.87 billion), down from
€24.72 billion a year earlier, short of
analyst estimates of €24.29 billion
in a Dow Jones Newswires poll.

BY MIMOSA SPENCER

Xstrata Chief Executive Mick Davis left the
door open for a bid down the road. But
Anglo said the idea of a 50-50 merger was
now ‘dead and buried.’

‘I’m always honest
and open with
shareholders,’ says
Sir John Parker.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 21.20 $25.91 0.08 0.31%
Alcoa AA 26.70 14.36 0.04 0.28%
AmExpress AXP 20.40 35.54 0.45 1.28%
BankAm BAC 195.80 18.10 –0.49 –2.64%
Boeing BA 5.20 51.76 –0.75 –1.43%
Caterpillar CAT 6.70 54.77 0.26 0.48%
Chevron CVX 9.20 76.69 1.23 1.63%
CiscoSys CSCO 30.40 24.37 –0.01 –0.06%
CocaCola KO 10.20 54.92 0.08 0.15%
Disney DIS 7.80 29.23 0.32 1.11%
DuPont DD 4.50 34.57 0.01 0.03%
ExxonMobil XOM 19.90 72.94 1.10 1.53%
GenElec GE 80.70 16.79 –0.05 –0.30%
HewlettPk HPQ 10.20 48.00 0.11 0.23%
HomeDpt HD 12.20 27.30 –0.08 –0.29%
Intel INTC 72.70 20.67 –0.16 –0.77%
IBM IBM 8.50 127.98 –0.37 –0.29%
JPMorgChas JPM 32.70 47.16 0.00 0.00%
JohnsJohns JNJ 12.50 60.94 0.39 0.64%
KftFoods KFT 8.70 26.63 0.34 1.29%
McDonalds MCD 7.50 58.20 0.70 1.22%
Merck MRK 19.30 33.30 0.40 1.22%
Microsoft MSFT 54.60 26.71 0.75 2.89%
Pfizer PFE 100.40 17.66 0.29 1.67%
ProctGamb PG 9.80 57.24 –0.07 –0.12%
3M MMM 3.30 76.77 0.20 0.26%
TravelersCos TRV 4.30 48.55 –0.11 –0.23%
UnitedTech UTX 5.10 64.40 0.64 1.00%
Verizon VZ 14.10 29.11 0.17 0.59%
WalMart WMT 19.40 50.95 0.76 1.51%

Dow Jones Industrial Average P/E: 16
LAST: 10062.94 s 47.08, or 0.47%

YEAR TO DATE: s 1,286.55, or 14.7%

OVER 52 WEEKS s 1,083.68, or 12.1%

 Note: Price-to-earnings ratios are for trailing 12 months
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Behind Asia’s deals: Bank revenue rankings, Japan
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

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

Nomura $840 27.9% 68% 20% 12% …%

Daiwa Securities SMBC Co Ltd 474 15.7% 64% 28% 8% …%

Mizuho 412 13.7% 32% 46% 11% 10%

Mitsubishi UFJ Securities 275 9.1% 24% 55% 11% 10%

Citi 140 4.6% 33% 46% 19% 2%

Goldman Sachs 138 4.6% 75% 14% 11% …%

JPMorgan 122 4.1% 70% 6% 24% …%

Morgan Stanley 104 3.4% 48% 34% 18% …%

UBS 81 2.7% 55% 8% 37% …%

Source: Dealogic

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

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

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

Grohe Hldg  1301 –57 –158 –307 Danone 60 ... –6 21

ProSiebenSat 1 Media  755 –55 –79 –118 Kdom Spain 68 ... ... 6

Societe Air France 258 –50 –152 –151 Bca Naz del Lavoro  47 ... –2 –1

DSG Intl  776 –48 –70 78 Rank Gp  138 ... –2 2

Norske Skogindustrier  983 –40 –65 –31 French Rep 23 ... ... –1

Stena Aktiebolag 570 –38 –63 –110 SES 76 ... ... 2

Gecina 430 –37 –43 –65 Old Mut  279 1 –34 –162

Contl 479 –36 –67 –2 Eneco Hldg  60 1 1 3

Brit Awys  467 –34 –47 –61 L'Oreal 70 3 2 4

TUI 880 –31 –29 –157 Caja de Ahorros del Mediterraneo 344 5 6 –98

Source: Markit Group

Dow Jones Stoxx 50: Thursday’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

Tesco U.K. Food Rtlrs & Whlslrs $48.6 3.80 1.66% 19.6% –1.8%

Novartis Switzerland Pharmaceuticals 136.8 52.45 1.55 –1.3 –30.5

AXA S.A. France Full Line Insurance 61.5 19.72 1.15 20.7 –35.2

GlaxoSmithKline U.K. Pharmaceuticals 118.3 12.73 1.07 20.9 –14.7

Banco Santander Spain Banks 140.1 11.50 0.97 35.5 –6.8

Nokia Finland Telecomms Equipment $51.4 9.18 –10.87% –18.8 –40.2

Anglo Amer U.K. General Mining 48.4 22.16 –4.11 92.2 –11.4

Roche Hldg Part. Cert. Switzerland Pharmaceuticals 113.6 163.90 –3.30 3.1 –24.8

HSBC Hldgs U.K. Banks 198.1 7.08 –2.09 5.3 –18.9

RWE Germany Multiutilities 47.7 61.00 –1.96 10.3 –21.1

...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

Deutsche Telekom 62.2 9.55 0.74% –7.5% –25.6%
Germany (Mobile Telecomms)
Deutsche Bk 52.3 56.38 0.68 76.9 –42.3
Germany (Banks)
Diageo 43.2 9.62 0.58 17.0 0.4
U.K. (Distillers & Vintners)
ING Groep 39.0 12.56 0.56 24.1 –65.1
Netherlands (Life Insurance)
ENI 107.2 17.92 0.50 28.3 –26.0
Italy (Integrated Oil & Gas)
Sanofi-Aventis S.A. 105.2 53.57 0.49 31.8 –22.9
France (Pharmaceuticals)
BNP Paribas S.A. 99.4 56.21 0.46 5.2 –33.1
France (Banks)
UniCredit 69.3 2.77 0.45 51.5 –50.2
Italy (Banks)
Vodafone Grp 128.8 1.36 0.44 25.1 5.7
U.K. (Mobile Telecomms)
Royal Dutch Shell A 106.7 20.14 0.40 20.5 –23.9
U.K. (Integrated Oil & Gas)
British Amer Tob 65.2 19.80 0.25 24.8 38.5
U.K. (Tobacco)
Soc. Generale 53.2 48.11 0.06 14.0 –58.6
France (Banks)
Bayer 60.3 48.80 0.02 27.5 21.8
Germany (Specialty Chemicals)
GDF Suez 101.0 29.93 ... 15.0 –2.3
France (Multiutilities)
L.M. Ericsson Tel B 30.7 71.20 ... 49.0 –47.4
Sweden (Telecomms Equipment)
Daimler 55.6 35.10 –0.01 49.0 –15.4
Germany (Automobiles)
Assicurazioni Gen 44.6 19.16 –0.05 –6.0 –30.0
Italy (Full Line Insurance)
Nestle S.A. 157.0 43.58 –0.05 6.5 2.1
Switzerland (Food Products)
Unilever 52.2 20.39 –0.07 16.2 4.1
Netherlands (Food Products)
Total S.A. 146.8 41.87 –0.13 26.1 –21.3
France (Integrated Oil & Gas)

Telefonica S.A. 134.6 19.16 –0.16% 31.4% 35.2%
Spain (Fixed Line Telecomms)
ABB 50.8 22.16 –0.18 42.2 30.3
Switzerland (Industrial Machinery)
ArcelorMittal 63.1 27.04 –0.24 34.6 –14.8
Luxembourg (Iron & Steel)
Intesa Sanpaolo 55.8 3.15 –0.40 10.1 –41.1
Italy (Banks)
Banco Bilbao Viz 69.4 12.40 –0.48 30.2 –33.5
Spain (Banks)
BP 186.8 5.56 –0.61 39.8 –7.5
U.K. (Integrated Oil & Gas)
Astrazeneca 65.4 27.68 –0.65 24.8 –21.1
U.K. (Pharmaceuticals)
BG Grp 66.1 11.36 –0.70 61.6 62.4
U.K. (Integrated Oil & Gas)
France Telecom 69.8 17.65 –0.73 –9.9 –6.4
France (Fixed Line Telecomms)
Iberdrola S.A. 49.6 6.32 –0.78 15.3 –28.2
Spain (Conventional Electricity)
SAP 63.7 34.80 –0.80 36.9 –12.7
Germany (Software)
Siemens 93.5 68.45 –0.80 58.5 –1.3
Germany (Diversified Industrials)
UBS 66.9 19.04 –0.83 –0.3 –72.5
Switzerland (Banks)
Allianz SE 59.0 87.31 –0.92 22.4 –38.8
Germany (Full Line Insurance)
Barclays 68.1 3.80 –0.96 77.9 –45.4
U.K. (Banks)
BASF 55.1 40.11 –1.23 67.4 20.9
Germany (Commodity Chemicals)
E.ON 79.5 26.58 –1.34 2.2 –15.2
Germany (Multiutilities)
BHP Billiton 65.7 18.12 –1.63 123.4 77.6
U.K. (General Mining)
Credit Suisse Grp 69.4 59.40 –1.66 30.6 –20.2
Switzerland (Banks)
Rio Tinto 73.4 29.46 –1.73 74.0 27.6
U.K. (General Mining)

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 0.82 100.87% 0.01% 1.00 0.78 0.88

Eur. High Volatility: 12/1 1.34 98.40 0.01 1.76 1.34 1.53

Europe Crossover: 12/1 5.07 99.71 0.05 6.15 5.06 5.68

Asia ex-Japan IG: 12/1 1.03 99.87 0.01 1.26 1.03 1.12

Japan: 12/1 1.22 98.93 0.01 1.53 0.99 1.27

 Note: Data as of October 14

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.
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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 % % 225.79 0.12% 29.2% 4.12% 14 U.S. Select Dividend -b % % 622.36 0.10% –2.7%

1.88% 20 Global Dow 1232.10 –0.27% 11.0% 1950.93 –0.22% 23.5% 3.95% 17 Infrastructure 1363.70 0.51% 6.9% 1938.42 0.56% 18.9%

2.75% 47 Stoxx 600 247.30 0.12% 19.8% 275.90 0.38% 33.5% 1.39% 9 Luxury 871.40 0.15% 40.7% 1101.47 0.21% 56.5%

2.89% 36 Stoxx Large 200 263.10 0.12% 17.4% 291.95 0.38% 30.9% 5.64% 6 BRIC 50 428.30 –0.03% 67.6% 608.77 0.02% 86.4%

2.12% -63 Stoxx Mid 200 235.10 0.21% 32.2% 260.83 0.47% 47.3% 2.77% 15 Africa 50 748.90 0.07% 7.5% 708.73 0.13% 19.6%

2.15% 150 Stoxx Small 200 150.10 –0.05% 33.3% 166.48 0.21% 48.6% 3.17% 10 GCC % % 1541.50 0.00% –24.3%

2.77% 40 Euro Stoxx 275.90 –0.32% 22.4% 307.87 –0.07% 36.4% 2.68% 18 Sustainability 803.60 –0.03% 16.0% 1011.55 0.03% 29.0%

2.89% 34 Euro Stoxx Large 200 291.60 –0.32% 20.5% 323.29 –0.07% 34.3% 2.17% 14 Islamic Market -a % % 1927.38 0.20% 32.5%

2.20% 76 Euro Stoxx Mid 200 265.30 –0.23% 30.9% 294.08 0.02% 45.9% 2.54% 14 Islamic Market 100 1606.20 0.07% 10.0% 2049.55 0.13% 22.4%

2.26% -52 Euro Stoxx Small 200 170.10 –0.55% 35.4% 188.40 –0.30% 50.8% 2.54% 14 Islamic Turkey -c % % % %

4.79% 13 Stoxx Select Dividend 30 1460.00 0.28% 13.3% 1866.61 0.53% 26.3% 1.86% 22 DJ U.S. TSM % % 11241.17 –0.30% 17.7%

3.96% 15 Euro Stoxx Select Div 30 1740.80 –0.03% 18.7% 2234.24 0.23% 32.3% % DJ-UBS Commodity 121.90 –0.08% –12.4% 132.30 0.17% –2.3%

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

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

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

Australia 1.0882 1.7698 1.0739 0.1572 0.0371 0.1957 0.0120 0.2935 1.6257 0.2184 1.0555 ...

 Canada 1.0310 1.6768 1.0174 0.1489 0.0351 0.1854 0.0114 0.2781 1.5403 0.2069 ... 0.9474

 Denmark 4.9825 8.1035 4.9169 0.7197 0.1698 0.8962 0.0551 1.3439 7.4436 ... 4.8327 4.5787

 Euro 0.6694 1.0887 0.6605 0.0967 0.0228 0.1204 0.0074 0.1805 ... 0.1343 0.6492 0.6151

 Israel 3.7075 6.0299 3.6587 0.5355 0.1263 0.6669 0.0410 ... 5.5388 0.7441 3.5960 3.4070

 Japan 90.3650 146.9696 89.1745 13.0529 3.0791 16.2540 ... 24.3736 135.0008 18.1365 87.6479 83.0409

 Norway 5.5596 9.0421 5.4863 0.8031 0.1894 ... 0.0615 1.4995 8.3057 1.1158 5.3924 5.1089

 Russia 29.3475 47.7308 28.9609 4.2391 ... 5.2788 0.3248 7.9157 43.8437 5.8901 28.4651 26.9689

 Sweden 6.9230 11.2596 6.8318 ... 0.2359 1.2452 0.0766 1.8673 10.3426 1.3895 6.7148 6.3619

 Switzerland 1.0134 1.6481 ... 0.1464 0.0345 0.1823 0.0112 0.2733 1.5139 0.2034 0.9829 0.9312

 U.K. 0.6149 ... 0.6068 0.0888 0.0210 0.1106 0.0068 0.1658 0.9186 0.1234 0.5964 0.5650

 U.S. ... 1.6264 0.9868 0.1444 0.0341 0.1799 0.0111 0.2697 1.4939 0.2007 0.9699 0.9189

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 373.00 –10.00 –2.61% 707.00 302.00
Soybeans (cents/bu.) CBOT 983.00 –11.00 –1.11 1,557.50 670.00
Wheat (cents/bu.) CBOT 505.00 –8.00 –1.56 1,155.75 439.25
Live cattle (cents/lb.) CME 85.650 0.075 0.09% 116.900 83.400
Cocoa ($/ton) ICE-US 3,267 118 3.75 3,329 1,961
Coffee (cents/lb.) ICE-US 137.75 –1.50 –1.08 189.00 112.00
Sugar (cents/lb.) ICE-US 23.85 1.14 5.02 26.25 11.91
Cotton (cents/lb.) ICE-US 67.64 0.56 0.83 101.50 45.25
Crude palm oil (ringgit/ton) MDEX 2,110.00 –50 –2.31 2,493 1,990
Cocoa (pounds/ton) LIFFE 2,127 32 1.53 2,185 1,187
Robusta coffee ($/ton) LIFFE 1,443 –2 –0.14 2,256 1,275

Copper (cents/lb.) COMEX 285.90 1.45 0.51 378.00 131.15
Gold ($/troy oz.) COMEX 1050.60 –14.10 –1.32 1,072.00 494.00
Silver (cents/troy oz.) COMEX 1741.50 –49.30 –2.75 2,200.00 740.00
Aluminum ($/ton) LME 1,903.00 7.00 0.37 2,177.00 1,288.00
Tin ($/ton) LME 14,275.00 25.00 0.18 15,700.00 9,750.00
Copper ($/ton) LME 6,200.00 –10.00 –0.16 6,499.00 2,815.00
Lead ($/ton) LME 2,200.00 12.00 0.55 2,459.50 870.00
Zinc ($/ton) LME 2,200.00 190.00 9.45 2,200.00 1,065.00
Nickel ($/ton) LME 18,775 575 3.16 21,150 9,000

Crude oil ($/bbl.) NYMEX 78.08 2.48 3.28 146.86 22.50
Heating oil ($/gal.) NYMEX 2.0479 0.0740 3.75 4.1862 1.3291
RBOB gasoline ($/gal.) NYMEX 1.9602 0.0836 4.45 3.4800 1.0890
Natural gas ($/mmBtu) NYMEX 4.482 0.046 1.04 12.405 3.491
Brent crude ($/bbl.) ICE-EU 76.23 2.36 3.19 149.27 45.99
Gas oil ($/ton) ICE-EU 623.25 9.75 1.59 1,338.00 434.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Oct. 15
Per In

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

Argentina peso-a 5.7069 0.1752 3.8200 0.2618

Brazil real 2.5461 0.3928 1.7043 0.5868

Canada dollar 1.5403 0.6492 1.0310 0.9699
1-mo. forward 1.5402 0.6493 1.0310 0.9699

3-mos. forward 1.5403 0.6492 1.0310 0.9699
6-mos. forward 1.5411 0.6489 1.0315 0.9694

Chile peso 820.55 0.001219 549.25 0.001821
Colombia peso 2743.94 0.0003644 1836.70 0.0005445

Ecuador US dollar-f 1.4939 0.6694 1 1
Mexico peso-a 19.5542 0.0511 13.0889 0.0764

Peru sol 4.3071 0.2322 2.8830 0.3469
Uruguay peso-e 30.551 0.0327 20.450 0.0489

U.S. dollar 1.4939 0.6694 1 1
Venezuela bolivar 3.21 0.311725 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.6257 0.6151 1.0882 0.9190
China yuan 10.2011 0.0980 6.8283 0.1464

Hong Kong dollar 11.5783 0.0864 7.7502 0.1290
India rupee 68.8935 0.0145 46.1150 0.0217

Indonesia rupiah 13946 0.0000717 9335 0.0001071
Japan yen 135.00 0.007407 90.37 0.011066

1-mo. forward 134.98 0.007409 90.35 0.011068
3-mos. forward 134.91 0.007412 90.31 0.011073

6-mos. forward 134.80 0.007419 90.23 0.011083
Malaysia ringgit-c 5.0174 0.1993 3.3585 0.2978

New Zealand dollar 2.0064 0.4984 1.3430 0.7446
Pakistan rupee 123.998 0.0081 83.000 0.0120

Philippines peso 69.133 0.0145 46.275 0.0216
Singapore dollar 2.0773 0.4814 1.3905 0.7192

South Korea won 1724.47 0.0005799 1154.30 0.0008663
Taiwan dollar 48.217 0.02074 32.275 0.03098
Thailand baht 50.025 0.01999 33.485 0.02986

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

Euro zone euro 1 1 0.6694 1.4939

1-mo. forward 1.0001 0.9999 0.6694 1.4938

3-mos. forward 1.0004 0.9996 0.6696 1.4933

6-mos. forward 1.0011 0.9989 0.6701 1.4923

Czech Rep. koruna-b 25.813 0.0387 17.279 0.0579

Denmark krone 7.4436 0.1343 4.9825 0.2007

Hungary forint 266.82 0.003748 178.60 0.005599

Norway krone 8.3057 0.1204 5.5596 0.1799

Poland zloty 4.1934 0.2385 2.8069 0.3563

Russia ruble-d 43.844 0.02281 29.348 0.03407

Sweden krona 10.3426 0.0967 6.9230 0.1444

Switzerland franc 1.5139 0.6605 1.0134 0.9868

1-mo. forward 1.5136 0.6607 1.0131 0.9870

3-mos. forward 1.5130 0.6609 1.0127 0.9874

6-mos. forward 1.5118 0.6615 1.0119 0.9882

Turkey lira 2.1597 0.4630 1.4456 0.6918

U.K. pound 0.9186 1.0887 0.6149 1.6264

1-mo. forward 0.9187 1.0885 0.6150 1.6261

3-mos. forward 0.9190 1.0882 0.6151 1.6257

6-mos. forward 0.9192 1.0879 0.6153 1.6253

MIDDLE EAST/AFRICA
Bahrain dinar 0.5632 1.7756 0.3770 2.6526

Egypt pound-a 8.1809 0.1222 5.4760 0.1826

Israel shekel 5.5388 0.1805 3.7075 0.2697

Jordan dinar 1.0573 0.9458 0.7078 1.4129

Kuwait dinar 0.4273 2.3404 0.2860 3.4965

Lebanon pound 2252.13 0.0004440 1507.50 0.0006634

Saudi Arabia riyal 5.6026 0.1785 3.7502 0.2667

South Africa rand 10.8593 0.0921 7.2689 0.1376

United Arab dirham 5.4874 0.1822 3.6731 0.2723

SDR -f 0.9367 1.0676 0.6270 1.5950

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 600 247.28 0.30 0.12% 25.6% 19.8%

 21 DJ Stoxx 50 2490.30 0.31 0.01 20.6% 16.5%

 40 Euro Zone DJ Euro Stoxx 275.93 –0.89 –0.32% 23.8% 22.4%

 18 DJ Euro Stoxx 50 2939.09 –11.73 –0.40 19.9% 21.3%

 17 Austria ATX 2738.00 8.74 0.32 56.4% 31.6%

 14 Belgium Bel-20 2584.39 0.10 unch. 35.4% 32.8%

 12 Czech Republic PX 1162.2 –14.4 –1.22 35.4% 23.8%

 19 Denmark OMX Copenhagen 316.54 0.63 0.20 39.9% 19.1%

 15 Finland OMX Helsinki 6244.29 –199.61 –3.10 15.6% 7.8%

 16 France CAC-40 3883.83 1.16 0.03 20.7% 22.1%

 20 Germany DAX 5830.77 –23.37 –0.40 21.2% 26.1%

 … Hungary BUX 21268.92 –96.83 –0.45 73.7% 60.6%

 19 Ireland ISEQ 3318.56 –3.91 –0.12 41.6% 21.7%

 … Italy FTSE MIB 24339.76 –8.47 –0.03 25.1% 17.5%

 … Netherlands AEX 325.19 –0.28 –0.09 32.2% 31.1%

 14 Norway All-Shares 389.92 –1.30 –0.33 44.3% 42.7%

 17 Poland WIG 38626.43 –348.37 –0.89 41.9% 28.6%

 18 Portugal PSI 20 8846.12 –35.61 –0.40 39.5% 33.0%

 … Russia RTSI 1434.35 –6.89 –0.48% 127.0% 100.9%

 11 Spain IBEX 35 11849.7 –21.2 –0.18 28.9% 27.3%

 15 Sweden OMX Stockholm 289.26 –0.37 –0.13 41.6% 44.9%

 14 Switzerland SMI 6383.19 –22.73 –0.35 15.3% 11.6%

 9 Turkey ISE National 100 51017.87 –8.21 –0.02 89.9% 84.8%

 14 U.K. FTSE 100 5222.95 –33.15 –0.63 17.8% 35.3%

 42 ASIA-PACIFIC DJ Asia-Pacific 123.14 0.40 0.33% 31.6% 37.1%

 … Australia SPX/ASX 200 4859.9 28.8 0.60 30.6% 21.1%

 … China CBN 600 25918.85 76.69 0.30 75.5% 79.1%

 21 Hong Kong Hang Seng 21999.08 112.60 0.51 52.9% 44.4%

 20 India Sensex 17195.20 –35.91 –0.21 78.2% 62.5%

 … Japan Nikkei Stock Average 10238.65 178.44 1.77 15.6% 21.0%

 … Singapore Straits Times 2712.15 3.67 0.14 54.0% 39.0%

 11 South Korea Kospi 1658.99 9.90 0.60 47.5% 36.7%

 1 AMERICAS DJ Americas 290.57 –0.27 –0.09 28.5% 28.6%

 … Brazil Bovespa 66402.62 201.49 0.30 76.8% 89.6%

 20 Mexico IPC 30893.82 12.72 0.04 38.0% 52.7%

*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. 15, 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* 297.43 1.84% 30.6% 0.9%

2.50% 25 World (Developed Markets) 1,162.57 1.79% 26.3% –1.7%

2.30% 26 World ex-EMU 134.68 1.62% 25.1% –2.6%

2.40% 28 World ex-UK 1,161.79 1.70% 25.8% –1.5%

3.00% 26 EAFE 1,596.36 1.88% 29.0% 2.8%

2.20% 19 Emerging Markets (EM) 972.10 2.22% 71.4% 23.5%

3.50% 17 EUROPE 85.83 2.10% 23.6% –4.1%

3.70% 19 EMU 188.66 2.65% 32.8% 3.1%

3.30% 21 Europe ex-UK 96.16 2.09% 23.9% –1.5%

4.10% 15 Europe Value 99.13 2.40% 27.9% –2.1%

2.80% 19 Europe Growth 72.12 1.77% 19.3% –6.2%

2.50% 18 Europe Small Cap 159.53 1.93% 58.0% 10.2%

2.10% 10 EM Europe 278.24 3.42% 75.2% –4.9%

3.80% 12 UK 1,563.25 1.96% 18.9% 7.4%

2.70% 21 Nordic Countries 134.06 2.78% 36.7% 1.0%

1.50% 9 Russia 765.83 3.68% 85.8% –5.4%

2.90% 13 South Africa 693.27 0.70% 19.8% 11.1%

2.60% 24 AC ASIA PACIFIC EX-JAPAN 409.15 1.76% 65.4% 26.7%

1.30% -41 Japan 554.51 –0.74% 4.6% –18.8%

2.00% 19 China 63.32 2.08% 55.2% 37.9%

0.90% 20 India 690.75 1.44% 87.1% 35.8%

0.80% 26 Korea 466.29 1.35% 51.9% 16.5%

2.70% 415 Taiwan 279.48 1.38% 61.2% 24.9%

1.90% 32 US BROAD MARKET 1,213.03 1.78% 23.5% –5.3%

1.30% -17 US Small Cap 1,662.74 2.03% 33.3% –2.8%

3.30% 15 EM LATIN AMERICA 4,061.59 2.85% 95.5% 27.5%

*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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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 10/14 USD 351.88 43.3 40.7 6.7
Sel Emerg Mkt Equity GL EQ GGY 10/14 USD 211.99 61.8 38.8 –12.6
Sel Euro Equity EUR US EQ GGY 10/14 EUR 97.30 27.6 10.1 –22.9
Sel European Equity EU EQ GGY 10/14 USD 192.20 39.8 19.0 –20.1
Sel Glob Equity GL EQ GGY 10/14 USD 192.42 34.0 18.0 –19.7
Sel Glob Fxd Inc GL BD GGY 10/14 USD 142.88 10.8 11.3 –0.3
Sel Pacific Equity AS EQ GGY 10/14 USD 148.68 64.5 44.1 –10.7
Sel US Equity US EQ GGY 10/14 USD 122.74 21.8 9.1 –17.8
Sel US Sm Cap Eq US EQ GGY 10/14 USD 174.44 33.4 18.0 –17.9

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 10/14 EUR 29.11 11.0 –12.9 –42.6
MP-TURKEY.SI OT OT SVN 10/14 EUR 33.08 69.4 29.9 –22.4

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 10/14 EUR 3.58 70.5 –8.2 –38.2
Parex Eastern Europ Bal OT OT LVA 10/14 EUR 13.20 53.8 14.2 –3.0
Parex Eastern Europ Bd EU BD LVA 10/14 USD 14.31 64.1 23.8 2.9
Parex Russian Eq EE EQ LVA 10/14 USD 19.93 130.1 58.2 –16.7

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 10/15 USD 171.26 54.4 40.9 –19.3
PF (LUX)-Asian Eq-Pca AS EQ LUX 10/15 USD 163.27 53.4 39.7 –20.1
PF (LUX)-Biotech-Pca OT EQ LUX 10/14 USD 289.97 1.7 –1.3 –9.8
PF (LUX)-CHF Liq-Pca CH MM LUX 10/14 CHF 124.23 0.2 0.4 1.2
PF (LUX)-CHF Liq-Pdi CH MM LUX 10/14 CHF 93.77 0.2 0.4 1.2
PF (LUX)-Digital Comm-Pca OT EQ LUX 10/14 USD 111.32 36.9 38.9 –9.4
PF (LUX)-East Eu-Pca EU EQ LUX 10/14 EUR 306.92 129.9 44.2 –21.6
PF (LUX)-Emg Mkts-Pca GL EQ LUX 10/15 USD 524.37 72.4 46.7 –16.7
PF (LUX)-Eu Indx-Pca EU EQ LUX 10/14 EUR 98.14 28.4 9.4 –18.0
PF (LUX)-EUR Bds-Pca EU BD LUX 10/14 EUR 383.55 2.7 5.5 3.0
PF (LUX)-EUR Bds-Pdi EU BD LUX 10/14 EUR 291.87 2.7 5.5 3.0
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 10/14 EUR 145.69 16.7 20.3 5.0
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 10/14 EUR 102.42 16.7 20.3 5.0
PF (LUX)-EUR HiYld-Pca EU BD LUX 10/14 EUR 141.79 57.2 36.8 –2.4
PF (LUX)-EUR HiYld-Pdi EU BD LUX 10/14 EUR 82.20 57.2 36.8 –2.4
PF (LUX)-EUR Liq-Pca EU MM LUX 10/14 EUR 135.89 0.9 1.6 2.6
PF (LUX)-EUR Liq-Pdi EU MM LUX 10/14 EUR 97.94 0.9 1.7 2.7
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 10/14 EUR 102.38 0.5 1.1 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 10/14 EUR 101.02 0.5 1.1 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 10/14 EUR 398.53 30.3 8.7 –22.7
PF (LUX)-EuSust Eq-Pca EU EQ LUX 10/14 EUR 128.92 27.5 8.8 –20.4
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 10/14 USD 246.16 29.9 41.6 11.9
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 10/14 USD 167.46 29.9 41.6 11.9
PF (LUX)-Gr China-Pca AS EQ LUX 10/15 USD 332.77 56.4 44.6 –16.1
PF (LUX)-Indian Eq-Pca EA EQ LUX 10/15 USD 363.25 89.6 66.8 –13.0
PF (LUX)-Jap Index-Pca JP EQ LUX 10/15 JPY 8765.78 7.6 –4.6 –25.8
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 10/15 JPY 7678.39 5.2 –10.1 –30.3
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 10/15 JPY 7457.35 4.6 –10.7 –30.8
PF (LUX)-JpEq130/30-Pca JP EQ LUX 10/15 JPY 4348.05 10.8 –2.6 –26.1
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 10/14 USD 51.65 NS NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 10/15 USD 273.77 72.9 53.2 –10.3
PF (LUX)-Piclife-Pca CH BA LUX 10/14 CHF 784.12 13.7 8.9 –6.1
PF (LUX)-PremBrnds-Pca OT EQ LUX 10/14 EUR 60.57 37.2 17.5 –15.5
PF (LUX)-Rus Eq-Pca OT OT LUX 10/14 USD 64.23 181.2 73.2 NS
PF (LUX)-Security-Pca GL EQ LUX 10/14 USD 96.46 35.0 29.5 –11.5
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 10/14 EUR 452.29 38.6 17.1 –19.3
PF (LUX)-US Eq-Ica US EQ LUX 10/14 USD 101.69 24.5 12.9 –13.3
PF (LUX)-USA Index-Pca US EQ LUX 10/14 USD 88.57 22.2 11.1 –15.2
PF (LUX)-USD Gov Bds-Pca US BD LUX 10/14 USD 512.81 –3.3 5.9 6.1
PF (LUX)-USD Gov Bds-Pdi US BD LUX 10/14 USD 376.29 –3.3 5.9 6.1
PF (LUX)-USD Liq-Pca US MM LUX 10/14 USD 131.02 0.6 1.1 2.0
PF (LUX)-USD Liq-Pdi US MM LUX 10/14 USD 85.55 0.6 1.1 2.0
PF (LUX)-USD Sov Liq-Pca OT OT LUX 10/14 USD 101.56 0.3 0.8 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 10/14 USD 100.85 0.3 0.8 NS

PF (LUX)-Water-Pca GL EQ LUX 10/14 EUR 115.77 12.4 1.1 –15.0
PF (LUX)-WldGovBds-Pca GL BD LUX 10/15 USD 169.64 2.9 13.9 9.7
PF (LUX)-WldGovBds-Pdi GL BD LUX 10/15 USD 140.41 2.9 13.9 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 10/14 USD 12.62 61.0 40.8 –9.4
Japan Fund USD JP EQ IRL 10/15 USD 16.72 13.8 33.8 –4.1
Polar Healthcare Class I USD OT OT IRL 10/14 USD 12.57 NS NS NS
Polar Healthcare Class R USD OT OT IRL 10/14 USD 12.56 NS NS NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 09/30 USD 118.48 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 08/31 USD 9.17 35.9 –24.7 –17.9
Europn Conviction USD B EU EQ CYM 09/30 USD 132.78 5.1 16.9 11.1
Europn Forager USD B OT OT CYM 09/30 USD 219.18 22.5 16.6 1.8
Latin America USD A GL EQ CYM 06/30 USD 14.25 2.2 –4.7 14.7
Paragon Limited USD A OT OT CYM 12/31 USD 309.60 12.7 12.7 14.2
UK Fund USD A OT OT CYM 09/30 USD 189.35 14.2 12.2 6.9

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 10/14 USD 124.64 113.8 57.6 0.8

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 10/14 EUR 700.91 24.4 7.7 –18.2
Core Eurozone Eq B EU EQ IRL 10/14 EUR 834.55 26.9 12.5 NS
Euro Fixed Income A EU BD IRL 10/14 EUR 1225.29 8.2 7.6 –1.5
Euro Fixed Income B EU BD IRL 10/14 EUR 1306.43 8.7 8.3 –0.9
Euro Small Cap A EU EQ IRL 10/14 EUR 1196.35 41.1 12.2 –22.8
Euro Small Cap B EU EQ IRL 10/14 EUR 1279.86 41.8 12.9 –22.3
Eurozone Agg Eq A EU EQ IRL 10/14 EUR 669.14 34.7 15.3 –19.5
Eurozone Agg Eq B EU EQ IRL 10/14 EUR 960.39 35.3 15.9 –19.0
Glbl Bd (EuroHdg) A GL BD IRL 10/14 EUR 1356.33 13.3 12.2 2.7
Glbl Bd (EuroHdg) B GL BD IRL 10/14 EUR 1437.77 13.8 12.9 3.4
Glbl Bd A EU BD IRL 10/14 EUR 1068.41 9.0 8.0 2.3
Glbl Bd B EU BD IRL 10/14 EUR 1136.41 9.5 8.7 3.0
Glbl Real Estate A OT EQ IRL 10/14 USD 881.80 32.3 6.3 –22.1
Glbl Real Estate B OT EQ IRL 10/14 USD 907.93 32.9 6.9 –21.6
Glbl Real Estate EH-A OT EQ IRL 10/14 EUR 783.92 25.0 –1.0 –23.7
Glbl Real Estate SH-B OT EQ IRL 10/14 GBP 73.74 24.4 –1.7 –23.3
Glbl Strategic Yield A EU BD IRL 10/14 EUR 1546.10 36.8 25.0 0.8
Glbl Strategic Yield B EU BD IRL 10/14 EUR 1652.43 37.4 25.8 1.5
Japan Equity A JP EQ IRL 10/14 JPY 11534.36 11.6 –0.8 –26.5
Japan Equity B JP EQ IRL 10/14 JPY 12278.10 12.1 –0.2 –26.1
PacBasn (Ex-Jap) Eq A AS EQ IRL 10/14 USD 2234.90 73.8 48.4 –10.8
PacBasn (Ex-Jap) Eq B AS EQ IRL 10/14 USD 2382.06 74.6 49.3 –10.2
Pan European Eq A EU EQ IRL 10/14 EUR 957.50 33.2 13.6 –19.1
Pan European Eq B EU EQ IRL 10/14 EUR 1019.40 33.9 14.2 –18.7
US Equity A US EQ IRL 10/14 USD 856.71 28.0 12.9 –16.1
US Equity B US EQ IRL 10/14 USD 916.08 28.7 13.6 –15.6
US Small Cap A US EQ IRL 10/14 USD 1273.26 26.6 12.4 –17.5
US Small Cap B US EQ IRL 10/14 USD 1362.38 27.2 13.1 –17.0

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

n SEB Fund 1
Asset Sele C EUR OT OT LUX 10/15 EUR 14.20 0.5 13.5 12.1
Asset Sele C H-CHF OT OT LUX 10/15 CHF 98.59 NS NS NS
Asset Sele C H-GBP OT OT LUX 10/15 GBP 99.80 NS NS NS
Asset Sele C H-JPY OT OT LUX 10/15 JPY 9903.01 NS NS NS
Asset Sele C H-NOK OT OT LUX 10/15 NOK 113.71 1.0 13.7 NS
Asset Sele C H-SEK OT OT LUX 10/15 SEK 142.60 0.0 14.2 12.5
Asset Sele C H-USD OT OT LUX 10/15 USD 99.70 NS NS NS
Asset Sele D H-SEK OT OT LUX 10/15 SEK 133.83 0.0 13.1 NS
Choice Global Value -C- GL EQ LUX 10/15 SEK 74.95 24.6 13.8 –23.7
Choice Global Value -D- OT OT LUX 10/15 SEK 71.82 24.5 13.8 –23.7
Choice Global Value -I- OT OT LUX 10/15 EUR 6.48 33.2 10.5 –27.6
Choice Japan Fd -C- OT OT LUX 10/15 JPY 47.41 5.5 –4.5 –27.3
Choice Japan Fd -D- OT OT LUX 10/15 JPY 42.63 5.5 –4.5 –27.3
Choice Jpn Chance/Risk JP EQ LUX 10/15 JPY 50.20 12.1 –3.3 –29.3
Choice NthAmChance/Risk US EQ LUX 10/15 USD 3.86 37.8 19.6 –15.2
Ethical Europe Fd OT OT LUX 10/15 EUR 1.92 28.3 10.4 –23.5
Europe 1 Fd OT OT LUX 10/15 EUR 2.75 31.8 12.3 –23.5
Europe 3 Fd EU EQ LUX 10/15 EUR 3.94 29.0 10.1 –24.4
Global Chance/Risk Fd GL EQ LUX 10/15 EUR 0.58 22.8 9.8 –18.4
Global Fd -C- OT OT LUX 10/15 USD 2.12 27.3 16.0 –17.7
Global Fd -D- OT OT LUX 10/15 USD 1.33 27.3 NS NS
Nordic Fd OT OT LUX 10/15 EUR 5.43 35.5 28.6 –13.9

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 10/15 USD 7.24 59.8 47.5 –14.3
Choice Asia ex. Japan -D- OT OT LUX 10/15 USD 1.28 59.8 NS NS
Currency Alpha EUR -IC- OT OT LUX 10/15 EUR 10.43 –4.4 –5.7 –0.3
Currency Alpha EUR -RC- OT OT LUX 10/15 EUR 10.34 –4.8 –6.2 –0.7
Currency Alpha SEK -ID- OT OT LUX 10/15 SEK 97.00 –8.2 –9.6 NS
Currency Alpha SEK -RC- OT OT LUX 10/15 SEK 106.60 –4.8 –6.2 –0.7

Generation Fd 80 OT OT LUX 10/15 SEK 7.61 19.2 12.9 –12.9
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 10/15 EUR 8.60 157.7 93.7 –14.7

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 10/15 USD 1.77 27.5 15.9 –15.9
Ethical Glbl Fd -C- OT OT LUX 10/15 USD 0.84 22.0 NS NS
Ethical Glbl Fd -D- OT OT LUX 10/15 USD 0.81 36.2 22.5 –15.6
Ethical Sweden Fd NO EQ LUX 10/15 SEK 39.92 44.8 43.0 –9.2
Index Linked Bd Fd SEK OT BD LUX 10/15 SEK 13.16 3.3 5.3 5.7
Medical Fd OT EQ LUX 10/15 USD 3.13 9.0 6.2 –9.9
Short Medium Bd Fd SEK NO MM LUX 10/15 SEK 8.80 1.1 2.1 2.5
Technology Fd -C- OT OT LUX 10/15 USD 0.20 NS NS NS
Technology Fd -D- OT OT LUX 10/15 USD 2.38 53.0 34.1 –9.8
World Fd -C- OT OT LUX 10/15 USD 28.63 NS NS NS
World Fd -D- OT OT LUX 10/15 USD 2.17 35.5 26.9 –11.3

n SEB Fund 4
Short Bond Fd EUR -C- OT OT LUX 10/15 EUR 1.27 0.0 0.7 1.1
Short Bond Fd EUR -D- OT OT LUX 10/15 NA 0.50 NS NS NS
Short Bond Fd SEK NO MM LUX 10/15 SEK 21.95 1.8 2.9 2.6
Short Bond Fd USD US MM LUX 10/15 USD 2.49 –0.3 0.1 1.3

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 10/15 SEK 10.33 2.6 4.1 1.0
Alpha Bond Fd SEK -B- NO BD LUX 10/15 SEK 8.94 2.6 4.1 1.0
Alpha Bond Fd SEK -C- NO BD LUX 10/15 SEK 25.85 2.5 4.0 0.9
Alpha Bond Fd SEK -D- NO BD LUX 10/15 SEK 8.05 2.5 4.0 0.9
Alpha Short Bd SEK -A- NO MM LUX 10/15 SEK 11.09 2.6 3.4 3.1
Alpha Short Bd SEK -B- NO MM LUX 10/15 SEK 10.14 2.6 3.4 3.1
Alpha Short Bd SEK -C- NO MM LUX 10/15 SEK 21.68 2.5 3.3 3.0
Alpha Short Bd SEK -D- NO MM LUX 10/15 SEK 8.20 2.5 3.3 3.0
Bond Fd SEK -C- NO BD LUX 10/15 SEK 42.57 2.4 8.6 6.7
Bond Fd SEK -D- NO BD LUX 10/15 SEK 12.36 2.5 8.6 6.1
Corp. Bond Fd EUR -C- EU BD LUX 10/15 EUR 1.25 14.8 17.7 2.7
Corp. Bond Fd EUR -D- EU BD LUX 10/15 EUR 0.96 14.9 17.8 2.5
Corp. Bond Fd SEK -C- NO BD LUX 10/15 SEK 12.40 15.4 15.7 1.3
Corp. Bond Fd SEK -D- NO BD LUX 10/15 SEK 9.38 15.4 15.7 1.4
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 10/15 EUR 104.00 0.1 8.6 NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 10/15 EUR 108.37 4.6 13.3 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 10/15 SEK 1117.01 4.6 13.3 NS
Flexible Bond Fd -C- NO BD LUX 10/15 SEK 21.35 2.3 5.1 4.3
Flexible Bond Fd -D- NO BD LUX 10/15 SEK 11.67 2.3 5.1 4.3

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 10/15 USD 2.65 72.6 58.5 –11.4
Eastern Europe Fd OT OT LUX 10/15 EUR 2.44 43.2 16.6 –20.9

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 10/15 SEK 27.97 66.6 56.4 –13.6
Eastern Europe SmCap Fd OT OT LUX 10/15 EUR 2.49 91.0 33.5 –20.8
Europe Chance/Risk Fd EU EQ LUX 10/15 EUR 1018.50 33.6 12.0 –25.4
Listed Private Equity -C- OT OT LUX 10/15 EUR 131.11 59.2 –12.4 NS
Listed Private Equity -IC- OT OT LUX 10/15 EUR 77.31 87.1 3.2 NS
Listed Private Equity -ID- OT OT LUX 10/15 EUR 75.00 81.8 0.2 NS
Nordic Small Cap -C- OT OT LUX 10/15 EUR 128.65 NS NS NS
Nordic Small Cap -IC- OT OT LUX 10/15 EUR 128.98 NS NS NS

n SEB Sicav 3
Asset Sele Defensive Acc -A- OT OT LUX 10/15 SEK 79.30 –1.0 –9.5 –15.0
Asset Sele Defensive Acc EUR -C- OT OT LUX 10/15 EUR 101.09 NS NS NS
Asset Sele Defensive Acc SEK -C- OT OT LUX 10/15 SEK 101.10 NS NS NS
Asset Sele Defensive Acc USD -C- OT OT LUX 10/15 USD 102.28 NS NS NS
Asset Sele Defensive Inc -D- OT OT LUX 10/15 SEK 72.45 –1.0 –9.5 –16.2
Asset Sele Opp C H NOK OT OT LUX 10/15 NOK 106.95 NS NS NS
Asset Sele Opp C H SEK OT OT LUX 10/15 SEK 105.90 NS NS NS
Asset Sele Opp IC EUR OT OT LUX 10/15 EUR 106.74 NS NS NS
Asset Sele Opp ID H GBP OT OT LUX 10/15 GBP 107.08 NS NS NS
Asset Sele Opp ID H SEK OT OT LUX 10/15 SEK 106.70 NS NS NS
Asset Sele Original C EUR OT OT LUX 10/15 EUR 103.90 NS NS NS
Asset Sele Original D GBP OT OT LUX 10/15 GBP 104.38 NS NS NS
Asset Sele Original ID GBP OT OT LUX 10/15 GBP 104.10 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 10/14 EUR 29.35 3.5 –1.1 0.9
Bonds Eur Corp A OT OT LUX 10/13 EUR 22.99 10.9 17.8 2.1
Bonds Eur Hi Yld A OT OT LUX 10/13 EUR 20.29 52.6 34.0 –3.9
Bonds EURO A OT OT LUX 10/14 EUR 41.07 4.0 9.8 6.0
Bonds Europe A OT OT LUX 10/14 EUR 39.03 3.0 8.5 4.7
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 10/13 USD 36.59 16.0 18.5 9.3
Bonds World A OT OT LUX 10/14 USD 43.61 9.5 18.2 10.4
Eq. China A OT OT LUX 10/14 USD 22.98 53.8 49.0 –22.2
Eq. ConcentratedEuropeA OT OT LUX 10/14 EUR 26.35 27.9 13.7 –21.6
Eq. Eastern Europe A OT OT LUX 10/14 EUR 22.81 72.6 19.5 –28.0
Eq. Equities Global Energy OT OT LUX 10/14 USD 18.20 27.7 19.6 –13.2
Eq. Euroland A OT OT LUX 10/14 EUR 10.77 17.4 5.4 –23.3
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 –45.7 –33.8
Eq. EurolandCyclclsA OT OT LUX 10/14 EUR 17.59 28.1 14.4 –17.9
Eq. EurolandFinancialA OT OT LUX 10/13 EUR 12.25 45.4 9.1 –21.9
Eq. Glbl Emg Cty A OT OT LUX 10/14 USD 9.74 62.8 38.9 –16.5
Eq. Global A OT OT LUX 10/14 USD 27.56 31.0 21.1 –17.7
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 10/14 USD 31.29 49.6 74.7 1.2
Eq. Japan Sm Cap A OT OT LUX 10/14 JPY 1104.01 21.9 27.5 –24.6
Eq. Japan Target A OT OT LUX 10/14 JPY 1701.60 8.7 13.9 –13.5
Eq. Pacific A OT OT LUX 10/14 USD 10.26 60.7 38.7 –16.5
Eq. US ConcenCore A OT OT LUX 10/14 USD 21.49 32.3 20.9 –11.7
Eq. US Lg Cap Gr A OT OT LUX 10/14 USD 14.83 37.5 15.5 –15.5
Eq. US Mid Cap A OT OT LUX 10/14 USD 28.94 44.4 27.6 –16.1
Eq. US Multi Strg A OT OT LUX 10/14 USD 21.01 31.5 13.8 –17.0
Eq. US Rel Val A OT OT LUX 10/14 USD 20.53 32.2 13.1 –19.0
Eq. US Sm Cap Val A OT OT LUX 10/14 USD 16.47 27.3 0.0 –23.4
Eq. US Value Opp A OT OT LUX 10/14 USD 16.27 25.6 1.6 –23.5
Money Market EURO A OT OT LUX 10/14 EUR 27.38 0.9 1.8 3.1
Money Market USD A OT OT LUX 10/14 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 10/15 JPY 9122.00 6.0 –3.1 –32.9
YMR-N Small Cap Fund OT OT IRL 10/15 JPY 7132.00 11.1 14.3 –31.4

n Yuki 77 Series
Yuki 77 General JP EQ IRL 10/15 JPY 6200.00 5.0 –8.2 –32.7
Yuki 77 Growth JP EQ IRL 10/15 JPY 5799.00 –2.0 –19.9 –37.4

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 10/15 JPY 6649.00 6.6 –6.6 –32.3
Yuki Chugoku JpnLowP JP EQ IRL 10/15 JPY 8015.00 –2.1 –2.9 –29.2

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 10/15 JPY 6619.00 –2.2 –13.8 –34.7

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 10/15 JPY 4558.00 0.2 –11.8 –34.1
Yuki Hokuyo Jpn Inc JP EQ IRL 10/15 JPY 5201.00 –1.5 –12.9 –28.1
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 10/15 JPY 5224.00 11.0 14.7 NS

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 10/15 JPY 4321.00 1.7 –14.8 –36.8
Yuki Mizuho Jpn Dyn Gro OT OT IRL 10/15 JPY 4692.00 4.5 –13.2 –36.6
Yuki Mizuho Jpn Exc 100 OT OT IRL 10/15 JPY 6704.00 9.9 –6.4 –31.9
Yuki Mizuho Jpn Gen OT OT IRL 10/15 JPY 8575.00 6.9 –5.4 –33.0
Yuki Mizuho Jpn Gro OT OT IRL 10/15 JPY 6360.00 1.7 –5.1 –34.5
Yuki Mizuho Jpn Inc OT OT IRL 10/15 JPY 7526.00 –5.4 –13.9 –31.0
Yuki Mizuho Jpn Lg Cap OT OT IRL 10/15 JPY 5122.00 2.8 –10.1 –31.8
Yuki Mizuho Jpn LowP OT OT IRL 10/15 JPY 11893.00 4.9 5.2 –25.1
Yuki Mizuho Jpn PGth OT OT IRL 10/15 JPY 7980.00 4.5 –8.5 –35.4
Yuki Mizuho Jpn SmCp OT OT IRL 10/15 JPY 7346.00 19.8 21.2 –30.1
Yuki Mizuho Jpn Val Sel OT OT IRL 10/15 JPY 5685.00 9.5 –1.1 –27.7
Yuki Mizuho Jpn YoungCo OT OT IRL 10/15 JPY 3080.00 29.0 18.9 –34.0

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 10/15 JPY 4113.00 –8.6 –23.9 –40.8

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 10/15 JPY 5404.00 6.0 –7.3 –35.2

Continued from previous page

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 09/30 USD 1588.41 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 09/30 EUR 91.85 6.0 –5.8 NS
Key Europe Long/Short EUR -RC- OT OT LUX 09/30 EUR 91.18 5.6 –6.4 NS

n SEB KEY Hedge
Key Hedge EUR -IC- OT OT LUX 09/30 EUR 101.32 10.7 2.2 NS
Key Hedge EUR-RC- OT OT LUX 09/30 EUR 100.61 10.3 1.7 NS

n SEB KEY Market Independent II
Key Market Independent II EUR -RC- OT OT LUX 09/30 EUR 95.73 11.4 –1.8 NS
Key Market Independent II SEK -I- OT OT LUX 09/30 SEK 92.91 11.6 –2.2 NS

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 09/30 EUR 88.07 8.7 –10.6 NS
Key Recovery -RC- OT OT LUX 09/30 EUR 87.43 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 10/13 USD 48.53 –39.0 –7.7 14.8
Superfund GCT USD* OT OT LUX 10/13 USD 2454.00 –30.9 –9.3 9.3
Superfund Green Gold A (SPC) OT OT CYM 10/13 USD 1025.87 –11.5 11.9 22.8
Superfund Green Gold B (SPC) OT OT CYM 10/13 USD 1040.62 –21.6 11.2 23.3
Superfund Q-AG* OT OT AUT 10/13 EUR 6962.00 –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

NAV % RETURN
FUND NAME GF DATE CR NAV 1-WK 1-MO 1-Q 1-YR 2-YR
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

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

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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CORPORATE NEWS

Nokia slumps to net loss
Charges hit results, but mobile-phone maker raises outlook

Nokia Corp. reported a worse-
than-expected third-quarter net loss
because of charges related to joint
venture Nokia Siemens Networks,
even as it raised its outlook for mo-
bile-phone-industry volumes in
2009.

The world’s largest mobile-phone
maker took goodwill impairment
charges of €908 million ($1.35 bil-
lion) on Nokia Siemens Networks,
its network-equipment joint venture
with Siemens AG of Germany, as
third-quarter sales at the unit fell
21% year-to-year to €2.8 billion.

That weighed down the com-
pany’s results to a net loss of €559
million, or 15 European cents a
share, for the three months to Sept.
30, compared with a net profit of

€1.09 billion a year earlier and be-
low analysts’ expectations for a
€347 million net profit. Sales fell
20% to €9.81 billion from €12.24 bil-
lion.

Nokia shares were down 11% in
late-afternoon trading in Helsinki.

Siemens faces a write-down of as
much as €1.6 billion related to Nokia
Siemens Networks, a person familiar
with the matter said Thursday.

Nokia said it now expects the
mobile infrastructure market to fall
only 5% in 2009 from 2008, down
from previous expectations for a
10% drop, but it said NSN’s market
share is expected to fall by more
than previously expected.

Nokia said the equipment ven-
dor, which has lost market share in
previous quarters, continues to ex-
perience declines in some of its

product businesses, offsetting a
strong performance in its services
business.

“We continue to support Nokia
Siemens Networks’ actions to im-
prove its performance,” said Nokia
Chief Executive Officer Olli-Pekka
Kallasvuo.

Nokia said its smart-phones mar-
ket share declined to 35% in the
third quarter from 41% the previous
quarter.

The company expects the new
high-end devices it plans to launch
ahead of the holiday season to help
boost margins in the fourth quarter,
Chief Financial Officer Rick Simon-
son said in an interview. By selling
more touch-screen and full-key-
board devices than in the third
quarter, Nokia can boost its gross
margin, operating profit and cash

flow, which is more important than
gaining market share, Mr. Simonson
said.

Nokia also said it now expects

mobile-device-industry volumes to
fall 7% in 2009 from 2008, an im-
provement from the company’s pre-
vious forecast of a 10% decline.

“The demand for mobile devices
improved in many markets” during
the third quarter, Mr. Kallasvuo
said.

Nokia, based in Espoo, Finland,
said it expects its share of the mo-
bile-devices market in the fourth
quarter to remain roughly flat from
the third quarter’s 38%. Weak con-
sumer spending in the wake of the
economic downturn has hit Nokia
along with its competitors, but
Nokia maintained reasonably
healthy sales volumes because of its
portfolio of high-end phones and
less-expensive devices.

Hopes for a resurgence in the
mobile-phone market have in-
creased after positive demand fore-
casts earlier this week from chip
maker Intel Corp. and ASML Hold-
ing NV, which makes the machines
that produce chips.

Still, Nokia’s handsets face in-
creasing competition from smart
phones such as Apple Inc.’s iPhone
3GS and Samsung Electronics Ltd.’s
Jet, and analysts have been con-
cerned that the average selling price
of Nokia’s devices will suffer unless
it gains ground at the high end of
the market.

Last month, Nokia took some
steps to reinforce its high-end port-
folio as it announced plans to offer
new devices including the N900
smart phone, which runs on the ap-
plications-friendly Linux operating
system, and a trimmed-down ver-
sion of its old N97 flagship phone.

In the third quarter, the average
selling price of Nokia’s phones fell
to €62 from €72 a year earlier, while
sales volumes fell 8% to 109 million
units. The operating margin in
Nokia’s core devices and services
business fell to 11.4% from 18.6% a
year earlier, beating expectations
for 10.3%.

BY GUSTAV SANDSTROM

Nokia sales fell 20% in the third quarter. Above, an outdoor Nokia ad in London.
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Remy sales beat forecasts
with slight first-half fall

PARIS -- Remy Cointreau SA
Thursday posted better-than-ex-
pected fiscal first-half revenue and
reassured investors that it isn’t in
breach of banking covenants.

Revenue in the six months ended
Sept. 30 fell 0.7% from a year earlier
to €363 million ($541.6 million). Fa-
vorable currency fluctuations curbed
the drop: The company recorded a
6.6% decline in sales at constant ex-
change rates. The company didn’t
report net-profit figures. The reve-
nue was better than analysts ex-
pected, and Remy Cointreau shares
closed up 8.5%. Remy Cointreau said
it saw an improvement in second-
quarter sales of cognac and spirits.
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Gl Value A GL EQ LUX 10/14 USD 11.25 32.5 16.1 –23.8
Gl Value B GL EQ LUX 10/14 USD 10.36 31.5 15.0 –24.6
Gl Value I GL EQ LUX 10/14 USD 11.95 33.4 17.0 –23.2
India Growth A - OT OT LUX 10/14 USD 124.12 NS NS NS
India Growth AX OT OT LUX 10/14 USD 108.44 87.7 76.9 –5.2
India Growth B - OT OT NA 10/14 USD 130.31 NS NS NS
India Growth BX OT OT LUX 10/14 USD 92.89 86.3 75.2 –6.2
India Growth I EA EQ LUX 10/14 USD 112.25 88.3 77.6 –4.9
Int'l Health Care A OT EQ LUX 10/14 USD 128.82 9.7 3.6 –12.4
Int'l Health Care B OT EQ LUX 10/14 USD 108.89 8.8 2.5 –13.3
Int'l Health Care I OT EQ LUX 10/14 USD 140.50 10.4 4.4 –11.7
Int'l Technology A OT EQ LUX 10/14 USD 104.43 42.8 24.3 –15.9
Int'l Technology B OT EQ LUX 10/14 USD 90.68 41.6 23.1 –16.8
Int'l Technology I OT EQ LUX 10/14 USD 116.89 43.7 25.3 –15.2
Japan Blend A JP EQ LUX 10/14 JPY 5849.00 9.0 –3.4 –28.8
Japan Growth A JP EQ LUX 10/14 JPY 5764.00 3.6 –7.3 –29.0
Japan Growth I JP EQ LUX 10/14 JPY 5921.00 4.3 –6.5 –28.4
Japan Strat Value A JP EQ LUX 10/14 JPY 5889.00 14.2 0.3 –29.1
Japan Strat Value I JP EQ LUX 10/14 JPY 6035.00 14.9 1.1 –28.5
Real Estate Sec. A OT EQ LUX 10/14 USD 14.26 33.6 12.8 –20.2

Real Estate Sec. B OT EQ LUX 10/14 USD 13.07 32.7 11.8 –21.0
Real Estate Sec. I OT EQ LUX 10/14 USD 15.30 34.4 13.8 –19.6
Short Mat Dollar A US BD LUX 10/14 USD 7.18 9.4 1.3 –7.7
Short Mat Dollar A2 US BD LUX 10/14 USD 9.60 9.6 1.3 –7.7
Short Mat Dollar B US BD LUX 10/14 USD 7.18 9.0 0.8 –8.1
Short Mat Dollar B2 US BD LUX 10/14 USD 9.56 9.1 0.8 –8.1
Short Mat Dollar I US BD LUX 10/14 USD 7.18 9.8 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 10/14 GBP 7.99 20.0 23.8 –10.0
Andfs. Borsa Global GL EQ AND 10/14 EUR 6.37 9.8 1.7 –20.3
Andfs. Emergents GL EQ AND 10/14 USD 17.02 70.3 44.4 –11.8
Andfs. Espanya EU EQ AND 10/14 EUR 13.59 25.6 14.3 –12.3
Andfs. Estats Units US EQ AND 10/14 USD 14.52 19.1 6.5 –16.0

Andfs. Europa EU EQ AND 10/14 EUR 7.83 20.7 10.1 –17.3
Andfs. Franca EU EQ AND 10/14 EUR 9.57 15.6 6.0 –19.1
Andfs. Japo JP EQ AND 10/14 JPY 496.20 13.2 5.9 –24.9
Andfs. Plus Dollars US BA AND 10/14 USD 9.38 11.2 8.4 –7.2
Andfs. RF Dolars US BD AND 10/14 USD 11.32 10.7 10.9 –0.1
Andfs. RF Euros EU BD AND 10/14 EUR 10.80 20.7 16.2 –1.8
Andorfons EU BD AND 10/14 EUR 14.44 21.0 15.5 –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 10/14 EUR 9.51 17.4 7.2 –10.7
Andorfons Mix 60 EU BA AND 10/14 EUR 9.17 12.8 0.7 –17.7

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 10/15 EUR 9.18 –5.1 –6.4 –3.2
DJE-Absolut P GL EQ LUX 10/15 EUR 200.29 14.3 7.1 –10.7
DJE-Alpha Glbl P EU BA LUX 10/15 EUR 176.24 14.6 9.0 –6.6

DJE-Div& Substanz P GL EQ LUX 10/15 EUR 209.45 19.8 16.6 –7.9
DJE-Gold&Resourc P OT EQ LUX 10/15 EUR 172.14 31.7 38.0 –6.1
DJE-Renten Glbl P EU BD LUX 10/15 EUR 129.43 8.1 10.0 2.9
LuxPro-Dragon I AS EQ LUX 10/15 EUR 150.22 61.8 52.8 –14.0
LuxPro-Dragon P AS EQ LUX 10/15 EUR 146.36 61.3 52.0 –15.1
LuxTopic-Aktien Europa EU EQ LUX 10/15 EUR 17.30 20.7 23.2 –4.6
LuxTopic-Pacific AS EQ LUX 10/15 EUR 14.99 65.6 27.7 –18.2

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 10/07 USD 43.25 25.1 –1.9 –11.0
EFG-Hermes MEDA* GL EQ BMU 08/31 USD 22.99 9.7 –31.7 –10.3
EFG-Hermes Saudi Arabia Equity EA EQ SAU 10/04 SAR 6.11 28.9 –19.6 NS
EFG-Hermes Telecom OT EQ BMU 08/31 USD 29.83 16.3 –5.6 –7.2
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UKFI spells out pay rules
for dismissed executives

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

CIC spends $300 million on Russia deal

Macau casino stocks slide on visa worries
Report raises fears
China will allow
fewer entries to city

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

By Jonathan Cheng

And Juliet Ye

HONG KONG—Shares of Macau
casino operators tumbled Thursday
on new concerns about visa restric-
tions for residents of China’s neigh-
boring Guangdong province travel-
ing to the gambling enclave.

A person reached at the Division
of Exit and Entry Administration in
Guangdong’s Public Security Bu-
reau said that individuals could re-
ceive a visa only once every two
months. She said that policy is a
change from before Oct. 1, when indi-
vidual travelers to Macau could ob-
tain a visa once a month.

A report on the policy in Hong
Kong’s Ming Pao newspaper sent
gambling shares down in Hong Kong
trading. The report said visa policy
hadn’t previously been eased to
once a month, but that officials
speeded up visa processing time.

Tycoon Stanley Ho’s SJM Hold-
ings Ltd. fell 7.7% to close at 4.07
Hong Kong dollars (52.5 U.S. cents)
a share, and his son Lawrence Ho’s
Melco International Development

Ltd. dropped 7.5% to close at
HK$4.68. Wynn Macau Ltd. was
down 6.3% at HK$10.44, and Galaxy
Entertainment Group Ltd. ended at

HK$3.38, down 6.4%.
Confusion over China’s policy on

the border controls between Macau
and Guangdong, a wealthy province

that borders the former Portuguese
territory, have been a big source of
uncertainty about the Macau gam-
bling industry’s prospects.

Just last month, gambling ty-
coon Steve Wynn told reporters in
Hong Kong that mainland authori-
ties had eased restrictions to allow
Guangdong residents to visit once a
month after they were restricted to
once every three months last Sep-
tember.

Other issues could affect casino
operators. Earlier this week,
Macau’s top gambling official said
he was weighing further regulation
of the industry, including possibly
limiting the number of gambling ta-
bles in the city, following a meeting
with the city’s six licensed casino op-
erators.

Efforts to cool Macau’s gambling
sector come after an extended pe-
riod of superheated growth, which
CLSA Asia-Pacific Markets calcu-
lates at an annualized 29% over the
past six years.

Reports of visa restrictions and
the global financial crisis last au-
tumn put the brakes on growth for a
while. But Macau’s gambling reve-
nue in August rebounded to a record
11.4 billion patacas ($1.43 billion),
and Citigroup expects revenue to-
taled 10.8 billion patacas in Septem-
ber, typically a slow month.

CLSA Asia-Pacific Markets esti-
mates that gaming revenues over Chi-
na’s week-long National Day holiday
at the beginning of the month were
up 45% compared with last year.
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Traffic jam
Percentage change in share price 
Thursday of selected Hong Kong- 
listed Macau casino operators 

Sources: Thomson Reuters Datastream; 
Bloomberg News (photo)

Concerns are reemerging about restrictions on visas to Macau from neighboring Guangdong province.
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By Rick Carew

And Yvonne Lee

HONG KONG—China’s sovereign-
wealth fund is investing $300 mil-
lion as part of a complex transac-
tion in which a Hong Kong-listed
company is seeking to take over
Russian oil producer Nobel Hold-
ings Investments Ltd., according to
statements from the Chinese fund
and the Hong Kong-listed company.

The agreement appears to be a
route to a backdoor listing of the
Russian company in Hong Kong. In
one unusual aspect of the deal,
Hong Kong-based financial firm Ori-
ental Patron Financial Group is a
shareholder in both Nobel Holdings
and the Hong Kong-listed company,
Kaisun Energy Group Ltd.

China Investment Corp., the sov-
ereign fund, said in a statement
posted on its Web site Thursday
that it is paying $300 million to buy
45% of Nobel Oil Group and fund the
Russian company’s expansion plans
in the next nine months. CIC also
said Oriental Patron, a Hong Kong-
based financial company owned and
managed by former Chinese govern-

ment officials, had acquired a 5%
stake in Nobel Oil.

In a separate announcement
Thursday, Kaisun Energy said it
had signed a memorandum of un-
derstanding to acquire all of Nobel
Holdings from its existing share-
holders, including CIC and Oriental
Patron. Kaisun Energy is listed on
Hong Kong’s Growth Enterprise
Market and 11% owned by Oriental
Patron and Oriental Patron’s senior
managers, according to a Kaisun En-
ergy spokesman. The company has
a market capitalization of about
HK$2.5 billion, or about US$320
million, based on its Thursday clos-
ing price.

Kaisun Chairman Joseph Chan
said it will fund part of the acquisi-
tion by swapping new Kaisun
shares for the shares in Nobel Oil
held by its existing shareholders.
Kaisun’s existing holdings include a
Chinese coal mine and a Chinese
coal-processing company.

Kaisun’s shares rose 8.5% Thurs-
day ahead of the announcement
and have more than tripled this
year. Russia’s Interfax news agency
reported in September that CIC and

Oriental Patron had struck a deal to
invest in Nobel Oil, citing a state-
ment by the Russian company.

Nobel Oil, established in 1991,
has three operating oil fields in Rus-
sia with estimated reserves of 150
million barrels of oil. Nobel Hold-
ings Investments owns all of the as-
sets of Nobel Oil in Russia.

Nobel Oil Chairman Grigory
Gurevich said the company is now
in talks to acquire more oil fields in
Russia. “We may ask CIC for addi-
tional investment in the future,”
Mr. Gurevich said.

CIC has embarked on a spate of
natural-resource-related acquisi-
tions this year, including invest-
ments in coal mines in Indonesia
and Kazakhstan’s second-largest oil
producer.

The deals are part of CIC’s strat-
egy to deploy more capital from its
$300 billion portfolio into overseas
deals, after holding most of its
funds allocated for global invest-
ments in cash last year. CIC is also
placing billions of dollars with out-
side hedge-fund managers.

 —Terence Poon in Beijing
contributed to this article.

By Harry Wilson

The manager of the U.K. govern-
ment’s bank stakes is imposing a rule
aimed at avoiding a repeat of the fu-
ror that surrounded the pension
Royal Bank of Scotland Group PLC’s
former Chief Executive Fred Good-
win received after his bank had been
effectively nationalized.

U.K. Financial Investments on
Wednesday laid out a clause under
which a dismissed director of a firm
in which UKFI holds a stake will be a
paid an amount that is “reasonable
and fair” with no “rewards for fail-
ure.”

Mr. Goodwin received a £700,000
($1.1 million) annual pension after
he was dismissed by the bank’s
board and the bank had been rescued
by the government. At RBS’s annual
meeting in April, UKFI lodged a sym-
bolic protest vote against Mr. Good-
win’s pension arrangements.

Under terms of the organiza-
tion’s finalized investment man-
date, it will now seek to ensure there

is no repeat of the situation.
Remuneration for senior bank-

ing executives has been controver-
sial throughout the financial crisis,
and severance payments and bo-
nuses paid to bankers at firms that
have been forced to seek state sup-
port have been in the spotlight.

RBS in particular has come un-
der fire for its payments of large,
guaranteed bonuses to some new
employees hired since it fell into gov-
ernment ownership.

The UKFI said companies in
which it is invested should be able to
pay enough to “attract and retain
the staff needed to advance UKFI’s
objective of protecting and creating
value for the taxpayer.”

“While individual payments re-
main a matter for the company,
UKFI has made it clear to the banks’
boards that it expects them to take a
robust line on pay, and that it will
not support any pension payments
to any director of the banks beyond
contractual entitlements,” it said.

RBS declined to comment.
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H&M sales feel pressure
Autumn line hurt
by warm weather,
rivals’ low prices

Worse-than-expected September
sales at Swedish fashion retailer
Hennes & Mauritz AB, which oper-
ates the cheap-and-chic H&M chain,
shows increasing competitive pres-
sure from two sides: even cheaper
discount stores and mid-market re-
tailers dropping prices.

H&M, the world’s third-largest
clothing retailer by sales after Gap
Inc. and Inditex SA of Spain, said
sales in stores open for at least a
year fell 8% in September from the
same month last year. Analysts had
forecast a decline of only 7%. As a
reason for the poor performance,
the company cited “the recession
and unusually warm weather in Sep-
tember in most of H&M’s markets,”
which limited shoppers’ interest in
the fake fur vests and knee-high
boots of H&M’s fall collection.

“Sales were satisfactory where
the weather conditions were more
normal,” Stockholm-based H&M said
Thursday.

“Fast fashion” stores such as
H&M, which sell trendy togs at low
prices, generally thrive in times of
economic hardship because they
gain customers from more expen-
sive stores. But over the past year,
many midprice and upscale retailers
cut their prices to reduce excess in-
ventories, creating additional com-
petition for H&M and other budget
retailers.

“Some high-priced fashion stores
dropped prices by half,” said Anders
Wiklund, an analyst with Evli Bank
in Stockholm. “If I can buy a Ralph
Lauren shirt for not much more
than an H&M shirt, wouldn’t I spend
a little bit extra to get that better
quality?”

At the same time, fast-fashion
chains face pressure from even
cheaper rivals. In Germany, H&M’s
biggest market, which makes up
about a quarter of its sales, clothing
discounter Kik, a unit of the closely
held Tengelmann Group, is posting
strong sales growth. In the U.K.,
shoppers increasingly buy clothes in
supermarkets. The British unit of
Wal-Mart Stores Inc., Asda, recently
became the U.K.’s biggest clothing
retailer.

“It’s a bit of a shock,” said Greg
Hodge, Research Director at Lon-

don-based consultancy Planet Retail,
about H&M’s September sales fig-
ures. “They are hit from both
sides—on one end from mass mar-
ket retailers and on the other from
midpriced retailers entering H&M’s
consumer sphere and taking con-
sumers off them.”

Total sales, including newly
opened stores, rose 1% at H&M,
missing the expectations of analysts,
who had on average forecast a 4.3%
increase.

Including the latest figures,
H&M’s comparable sales declined in
13 of the 14 past months, with April
2009 being the only exception. In
August, H&M also missed sales fore-
casts because H&M had been, by its
own admission, “overly cautious” in
buying summer clothes. Those
clothes quickly sold out, leaving the
retailer without enough markdown
items—and attractive hot weather
outfits. The problem may have also
affected sales in the unseasonally
warm September.

With temperatures falling in
H&M’s main markets, analysts say,
shoppers are likely to start buying

winter clothes, propping up H&M’s
sales figures in the process. The
company is hoping to fuel autumn
sales with the help of two designer
brands, Jimmy Choo and Sonia
Rykiel, which will both design spe-
cial lines for H&M.

—Gustav Sandstrom contributed
to this article.

BY CECILIE ROHWEDDER

Shoppers outside an H&M in Brussels, Belgium, last month.
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AB InBev sells Central Europe unit
BRUSSELS—Anheuser-Busch In-

Bev will sell its operations in Cen-
tral Europe to private-equity firm
CVC Capital Partners for $1.62 bil-
lion in cash, plus bonds and minority
shares that bring the value of the
deal to $2.23 billion.

The deal puts Anheuser-Busch
InBev, the world’s largest brewer,
solidly above a target it set last year
of selling at least $7 billion in assets
after buying U.S. brewer An-
heuser-Busch for $52 billion. AB In-
Bev executives made the pledge
while taking on $45 billion in debt
to buy Anheuser-Busch.

The sale comes on the heels of
AB InBev’s agreement to sell its
theme-parks business to Blackstone
Group for up to $2.7 billion, includ-

ing a cash payment of $2.3 billion.
The company recently sold its unit
in South Korea for $1.8 billion and
beverage-can manufacturing plants
in the U.S. for $577 million.

The operations include regional
beer brands and a few better-known
ones, such as Staropramen. AB InBev
stands to make up to an additional
$800 million on CVC’s return on its
initial investment. CVC will rename
the operations StarBev.

The operations being sold are in
Bosnia-Herzegovina, Bulgaria, Croa-
tia, Czech Republic, Hungary, Mon-
tenegro, Romania, Serbia and Slova-
kia. The region constitutes less than
3% of the brewer’s total earnings be-
fore interest, taxes, depreciation and
amortization, analysts say.

The markets in those countries
are small and rely on a number of

different breweries. That appears to
conflict with brewer’s focus on big
markets where it can operate large
distribution networks and breweries.

Separately, the world’s second-
largest brewer, SABMiller PLC, said
its performance in the first half to
Sept. 30 met expectations despite a
1% drop in global lager volumes, as
sales in Latin America, South Africa
and Europe continued to struggle.

AB InBev will have a right of first
offer to buy back the business if CVC
wants to sell it in the future. CVC
will also brew and/or distribute
Stella Artois, Beck’s, Löwenbräu,
Hoegaarden, Spaten and Leffe—AB
InBev’s main brands in Europe—in
the countries where AB InBev is sell-
ing those assets, the brewer said.

—Michael Carolan contributed to
this article.

BY MATTHEW DALTON

GM nears Opel deal
but hurdles remain

General Motors Co. is close to
signing a deal to sell its ailing Opel
division to a group led by Magna
International Inc., but the sale still
faces a number of daunting political
and regulatory hurdles before it can
take effect.

People close to the negotiations
said Magna and its partner, Russian
bank OAO Sberbank, could sign a
purchase contract with the U.S. auto
maker as early as Friday, more than
a month after reaching a prelimi-
nary agreement to buy a 55% stake
in Opel.

The signing, which the compa-
nies had expected to wrap up Thurs-
day, has been delayed several times
in recent weeks as Magna scrambled
to clinch labor deals and placate
government officials in the U.K.,
Spain and other countries where
Opel jobs are at risk.

One stumbling block has been
reaching an agreement to give em-
ployees of Opel and GM’s British
unit, Vauxhall, a 10% stake in the
European car maker. In exchange,
labor leaders have agreed to annual
cost concessions of roughly €265
million ($395 million).

Though Magna has reached pro-
visional agreements with unions in
Germany, the U.K., Poland, Austria
and Belgium, it is still haggling with
Spanish labor representatives, who
have urged the Spanish government
not to support the deal if there are
deep job cuts at Opel’s Zaragoza
plant in northeast Spain.

Magna might be able to sign the
purchase contract without the Span-
ish on board, analysts say. But the
support of Spain and other coun-
tries will be important in helping
overcome a more significant hurdle
to closing the deal: European Union

approval for €4.5 billion in German
government loans needed to prop
up the sale and keep Opel afloat.
That could become tougher, as gov-
ernment officials from Spain and
elsewhere press EU officials to scru-
tinize whether Germany is engaging
in protectionism.

“This deal may be a little further
down the line, but it still seems to
be far away from universal agree-
ment,” said Tim Urquhart, an auto-
motive-industry analyst at IHS Glo-
bal Insight in London. Magna has
said it hopes to close the sale by the
end of November.

EU competition chief Neelie
Kroes has already warned that she
will oppose a deal that appears to
tie state aid to preserving one coun-
try’s jobs at the expense of an-
other’s.

Jonathan Todd, spokesman for
the EU competition authority, said it
has received reams of information
on the aid package from the German
government but is still waiting on
financial details that have yet to be
worked out, such as how the loan
will be syndicated.

“We can’t verify that it’s in ac-
cord with the approved scheme be-
fore we get that information,” he
said.

Germany remains in talks with
other European governments over
sharing in the €4.5 billion loan
package. Though the U.K., Poland
and other governments are expected
to contribute, a German economics
ministry spokesman said it wouldn’t
be a “deal breaker” if Germany had
to shoulder the loan by itself.

In total, Magna plans to cut
10,500 jobs from Opel’s 50,000-em-
ployee work force. Roughly 4,000 of
them will come from Germany,
though so far it has pledged to keep
all four German plants open.

BY VANESSA FUHRMANS

Siemens agrees to acquire
Israeli solar-energy firm

Siemens AG, long one of the
world leaders in equipment to gen-
erate electricity from coal or nuclear
fuel, is now making a bet on the bur-
geoning market for solar thermal
energy.

On Thursday, the German indus-
trial conglomerate expanded
its foothold in the fast-
growing renewable-energy
field, agreeing to buy Is-
rael’s Solel Solar Systems
Ltd. for about $418 million.
The purchase comes after
Siemens bought smaller
stakes in recent months in
Israeli solar-power company
Arava Power Co. and Italy’s
Archimede Solar Energy
SpA.

Siemens Chief Executive
Peter Loescher said purchasing Solel
gives it the solar-receiver technol-
ogy it needs to become a dominant
player in solar thermal energy.
While Siemens is a leading producer
of steam turbines for solar thermal
power plants, Solel is one of the big-
gest makers of solar receivers, a key
component in plants that use mir-
rors to collect sunlight to generate

steam that powers electric turbines.
The Israeli company produced
nearly $90 million in sales in the
first half of this year.

In particular, Siemens hopes to
use Solel’s technology to help steer
the development of Desertec, a $555
billion project to build a large-scale
solar thermal system that would
generate power in Africa’s Sahara

Desert and send it through
cables under the Mediter-
ranean to European homes.

Solar power remains a
smalI renewable-energy
source, compared with hy-
dropower or wind power,
and is still more expensive
to produce than conven-
tional power.

Unlike photovoltaic so-
lar panels—commonly seen
on rooftops,—that use sun-
light to produce electricity,

solar thermal power relies on the
sun’s heat to generate steam.

Many experts believe the thermal
technology promises to generate en-
ergy as cost-efficiently as fossil-fuel-
based power within several years.

Mr. Loescher said he expected
the market for solar thermal power
to grow by nearly 20% a year to €23
billion ($34.3 billion) by 2020.

BY VANESSA FUHRMANS
AND ARCHIBALD PREUSCHAT

Peter Loescher
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Fear over Thai king’s health
triggers selling in Bangkok

HF Fund of Funds
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Japanese regulators investigate BNP

Copper buys spark debate
As China imports rise,
is it real demand,
or just stockpiling?

FUND SCORECARD

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

DOW JONES NEWSWIRES

Thailand’s financial markets fell
sharply Thursday, with jittery for-
eigners leading a broad selloff as
fears about the health of King Bhumi-
bol Adulyadej triggered widespread
investor panic.

Elsewhere in
Asia, markets
ended mostly
higher after the
Dow Jones Indus-

trial Average finished above 10000
Wednesday.

In Bangkok, the SET Index closed
down 5.3% to 692.72 after slumping
as much as 8.3% in afternoon trade.

The palace said Wednesday that
the king was in good health but
must remain in the hospital, where
he was admitted on Sept. 19 for a
lung infection. The world’s longest-
serving monarch wields enormous
power in Thailand and is considered
the only unifying figure in the coun-
try.

The market had hit a 2009 peak
of 758.55 on Tuesday, a surge of
more than 80% since its March low.
Foreign investors had been net buy-
ers this year, but a drop in confi-
dence prompted them to scale back
their exposure, said Thanachart Se-
curities strategist Pichai Lert-
supongkit.

Among active stocks, energy con-
glomerate PTT fell 4.5%, Banpu lost
5.8%, Bangkok Bank slid 6.3% and
Charoen Pokphand Foods lost 9%.

Steelmakers in the region
gained after South Korea’s Posco of-
fered an upbeat outlook. Financial
and technology stocks edged up on
better-than-expected earnings re-
ports from J.P. Morgan Chase and In-
tel.

In Seoul, Posco advanced 3.7%
and Hyundai Steel rose 3.1%, while
JFE Holdings gained 2.1% in Tokyo.
Angang Steel added 3.8% in Hong
Kong and 2.5% in Shenzhen.

In Tokyo, Japan’s Nikkei Stock Av-
erage of 225 companies climbed
1.8% to 10238.65. Semiconductor
maker Elpida Memory rose 2.9% af-
ter saying it expects to swing to an
operating profit for the July-Sep-
tember quarter.

Hong Kong’s Hang Seng Index fin-
ished at 21999.08, its highest close
since August 2008, after climbing
above 22250 during the session.

Among financial stocks, HSBC
Holdings gained 1.3% in Hong Kong,
Hana Financial Group rose 3.6% in
Seoul and Westpac Banking added
1.1% in Sydney.

 —V. Phani Kumar, Rosalind
Mathieson and Leslie Shaffer

contributed to this article.

By Andrew Batson

BEIJING—A pickup in China’s
metal imports in September is stok-
ing debate about how much of the na-
tion’s commodity intake this year is
driven by demand and how much is
stockpiling that will soon end.

Markets took the latest Chinese
data as a bullish signal for global
commodity demand. Copper prices
rose 1.3% Wednesday after China re-
ported its September import fig-
ures, as did shares in mining compa-
nies and the currency of major com-
modity exporter Australia. Copper
prices were little changed Thursday.

The trade figures issued
Wednesday showed China’s im-
ports of copper rebounding from
July and August slowdowns to post
a 87% rise from a year earlier. Iron-
ore imports also hit a monthly
record, at 64.55 million tons in Sep-
tember, up 65% from a year earlier.
The gains in imports defied many
forecasts that purchases would
slow after China took advantage of
low prices early this year to build
up stocks of many commodities.
The data could be a signal that un-
derlying demand for raw materials
is stronger than first thought.

“The most likely explanation is
that stimulus-related infrastruc-
ture spending is now happening at a
greater pace,” said Brian Jackson, a
strategist at Royal Bank of Canada.
Much of the funding for such

projects went out in the first half of
the year, so the pace of actual con-
struction is likely to be picking up
now, he said. In another positive in-
dicator, government figures showed
national power consumption rising
10% in September, reversing de-
clines earlier in the year.

Others think an inevitable slow-
down in China’s commodity demand
is just being postponed.

“Commodity imports should con-
tinue to trend down,” said Daniel
Kang, an analyst with HSBC. China’s
state agencies mostly have com-
pleted their stockpiling, he said, and
the rise in global commodity prices
is making it more attractive to pur-
chase domestic output, rather than
imports.

China’s course is key to global
markets: It accounts for about a
third of the world’s demand for met-
als like copper, aluminum, lead and
zinc, and is the world’s second-larg-
est oil consumer behind the U.S. Chi-

na’s purchases of commodities this
year have aided the economies of
suppliers like Australia, Africa and
the Middle East.

The materials are needed to fuel
demand in an economy that bounced
back relatively quickly from the glo-
bal crisis. Chinese steel mills have
been ramping up production all year
to meet demand from public-works
projects and a recovering housing
market, driving record purchases of
iron ore, an ingredient in steel. Min-
ing company Rio Tinto on Wednes-
day said it will produce more iron
ore this year than it had previously
estimated due to strong demand
from China and other markets.

But Chinese government offi-
cials are concerned that the coun-
try’s boom has a speculative ele-
ment, too, and this week stepped up
warnings about excess capacity in
the steel industry. An official at
Shandong Wanbao Trading Co., a li-
censed iron-ore importer, said he is
cautious about prospects for im-
ports in the next few months.

“Stockpiles at ports and in the
warehouse of the steel mills are com-
paratively large now,” he said, and
traders are being more closely su-
pervised by industry officials.

Copper stockpiles also have in-
creased. Royal Bank of Scotland ana-
lysts estimate that as much as
900,000 metric tons of unreported
copper stocks have built up in China
this year. There has been some offi-
cial purchasing by the State Re-
serves Bureau, but also a lot of pri-
vate traders buying imported cop-
per because it could be resold for a
higher price domestically.
 —Sue Feng

contributed to this article.
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By Ayai Tomisawaa

TOKYO—Japanese securities of-
ficials said Thursday they are inves-
tigating the local office of French
bank BNP Paribas SA, its second
brush with regulators in less than a
year.

A spokesman for the Securities
and Exchange Surveillance Commis-
sion confirmed local reports of an in-
vestigation, though he declined to
comment on specifics.

“We have been investigating
[BNP Paribas’s Tokyo] office since
March 2,” the spokesman said, add-
ing “we cannot comment on individ-
ual cases.”

A spokesman for BNP Paribas Se-
curities (Japan) Ltd. confirmed its
Tokyo office is being inspected by
the agency but declined to comment

further, citing the investigation.
On Thursday, the Asahi Shimbun

newspaper reported that Japan’s fi-
nancial regulator is probing
whether the bank engaged in un-
usual activity regarding transac-
tions involving shares in cellphone-
service provider Softbank Corp.
Softbank declined to comment. The
newspaper didn’t say where it ob-
tained the information.

In November, Japan’s Financial
Services Agency ordered BNP Parib-
as’s Tokyo operation to tighten its
regulatory controls after it found
questionable the firm’s internal su-
pervision during a 30 billion yen
($335.6 million) convertible-bond
deal with real-estate developer Ur-
ban Corp. Urban last year filed for
bankruptcy protection.

Though the bank wasn’t charged

with acting illegally, the watchdog
said it was issuing the order to pro-
tect investor interests. “BNP should
take action to prevent a reoccur-
rence of such events,” the FSA said.

BNP Paribas said at the time that
it took the business improvement or-
der very seriously and was taking
the necessary action to strengthen
local controls.

The bank had already commis-
sioned its own independent inquiry
into the transaction, and a commit-
tee said the bank’s action had left it-
self open to the theoretical possibil-
ity of insider trading. BNP said after
the report’s publication that the
committee’s findings showed the
deal itself didn’t breach insider-trad-
ing rules.
 —Kenneth Maxwell

contributed to this article.
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MySpace changes tack
Social-networking site to focus on music, videos and games

Source: comScore

About face
Unique U.S. visitors to social-
networking sites, in millions
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Jay-Z performs in September as part
of a MySpace program that puts on
free concerts for MySpace users.

A NEW EXECUTIVE team at My-
Space is trying to reignite the
brand by focusing on areas

like music, videos and games as us-
ers abandon the social-networking
site for cooler destinations.

MySpace, which is holding a
conference this week for its global
ad-sales staff, needs to lure visitors
back and kick-start advertising reve-
nue, ad executives say. Research
firm eMarketer estimates U.S. ad
spending on the site will be $495
million this year, down 15% from

$585 million in
2008.

The basic
challenge is

similar to the one facing big Inter-
net companies, such as Time War-
ner’s AOL and Yahoo, that are un-
der pressure to reinvent themselves
for fickle audiences.

“I’ve been in the Internet busi-
ness for 15 years. There’s always the
new, new thing,” says Jason
Hirschhorn, the company’s chief
product officer. “Everybody plateaus
at some point.”

In a strategy shift, MySpace is
striving to become an online hang-
out for people to connect with
friends over entertainment content,
whether it’s the new Pearl Jam al-
bum, blogs from celebrities like
British pop singer Lily Allen or a ka-
raoke contest for the Fox musical
comedy “Glee.”

MySpace says ramping up its
technology initiatives to create new
products that let users share such
content with friends is an essential
part of its strategy.

MySpace’s online-hangout push
marks an effort to focus its offer-
ings and differentiate itself from ri-
val Facebook. As an entertainment

site, MySpace would compete for ad
dollars with a broader group of Web
sites, including online video sites
like Google’s YouTube and Hulu, a
joint venture of General Electric’s
NBC Universal, News Corp. and
Walt Disney. It also would compete
against music sites like Pandora and
portals like AOL, which is also try-
ing to reinvent itself with a push to
create content.

“This is not an all-things-for-ev-
erybody portal,” Mr. Hirschhorn
says. “This is a social entertainment
experience.”

Fox and MySpace are owned by
News Corp., which also owns Dow
Jones & Co., publisher of The Wall
Street Journal.

To take its new pitch to Madison
Avenue, MySpace has hired former
MTV executive Nada Stirratt as
chief revenue officer, responsible for
overseeing global ad sales. Ms. Stir-
ratt, 44 years old, most recently
worked as executive vice president
of digital ad sales at Via-
com’s MTV Networks.

MySpace CEO Owen Van
Natta, who was hired nearly
six months ago to revive the
site and has since turned
over almost the entire exec-
utive suite, introduced Ms.
Stirratt to staff this week at
the sales conference, during
which executives outlined
the company’s strategy.

Although MySpace drew
an audience of 64.2 million
unique U.S. visitors in Au-
gust, that figure is down 15% from
the same period a year earlier, ac-
cording to comScore. Facebook drew
92.2 million unique U.S. visitors in
August, more than double the num-
ber a year earlier.

Like her rivals, Ms. Stirratt will
have to address broader, looming
questions about the viability of so-
cial-networking sites as a place for
advertising.

Marketing via social-networking
sites isn’t simply about buying ads
on a page. It requires that market-
ers interact with users on the sites,
says Greg Smith, chief operating of-
ficer at Neo@Ogilvy, a digital ad
agency owned by WPP. “It requires
a whole new way of thinking,” he

says.
MySpace declined to make Ms.

Stirratt available to comment.
Ms. Stirratt, who earlier in her

career directed sales at Internet-ad
company Advertising.com, has a
reputation on Madison Avenue as a
savvy businesswoman who under-
stands the technical side of the In-
ternet business but also knows how
to build creative ad sponsorships
that attract dollars from big brand
advertisers.

So far, most of the developments
under the new MySpace manage-
ment team have focused on cleaning
up the underlying technology of the
site and making it easier for visitors
to use. Users previously couldn’t up-
load a photo to blog posts, for in-
stance.

MySpace also is reconfiguring
search technologies for the site and
has removed features that didn’t fit
into its new strategy, including
weather, jobs and classifieds. In the

past few months, it has re-
leased features including a
fresh homepage for its mu-
sic site and a feature that
connects to Twitter, the
microblog site.

Further developments
are likely to center on
building technologies that
let users more easily share
entertainment.

Ad executives say that
MySpace Music has regis-
tered some success, draw-
ing 24.8 million unique

U.S. visitors in September, up 24%
from a year earlier, but they say
they have yet to see major changes
across the board for MySpace. My-
Space lost its way over the years as
it got caught up in a race with Face-
book, launched disparate initiatives
and let technology and new-product
developments lag, ad executives say.

Those missteps cost MySpace
much of its buzz on Madison Ave-
nue, says Shiv Singh, vice president
and global social-media head at Ra-
zorfish, the digital-ad agency owned
by Publicis Groupe.

“Marketers want to align their
brands with the newest and the
greatest. Currently, that is Facebook
and Twitter,” Mr. Singh says.

BY EMILY STEEL
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Nada Stirratt .

Tamiflu sales boost
Roche’s ’09 forecast

ZURICH—Pharmaceutical com-
pany Roche Holding AG on Thursday
raised its 2009 sales forecast for the
second time this year after report-
ing a better-than-expected 9.7% rise
in third-quarter sales, mainly driven
by antiviral drug Tamiflu in the
wake of the H1N1 swine-flu pan-
demic.

The world’s largest maker of
cancer drugs said it now expects at
least high-single-digit full-year sales
growth in percentage terms at its
pharmaceuticals division. It revised
upward its forecast for total full-
year sales to grow “well ahead” of
the market, from “ahead” of the
market.

Tamiflu sales this year are now
expected to reach 2.7 billion Swiss
francs ($2.66 billion), up from the
previous target of 2 billion francs,
which the company hit in the first
nine months of the year.

Roche confirmed it expects core
earnings per share to rise at a dou-
ble-digit pace in 2009 and in 2010.

Sales for the three months ended
Sept. 30 rose to 12.39 billion francs,
beating analyst expectations of 12.18
billion francs. The company doesn’t
disclose quarterly net-profit figures.

“Group sales were better than
expected, especially because of
Tamiflu,” said Helvea pharmaceuti-
cal analyst Karl-Heinz Koch.

Still, analysts said the projected
extra sales of Tamiflu are only a
short-term benefit and that overall
sales growth is likely to slow in
coming years because of the high
market penetration of Roche’s can-
cer drugs.

“Especially in the U.S., sales
grew slower than the market, with a
2% increase in local currencies, ex-

cluding Tamiflu,” said Birgit Kuhl-
hoff of Rahn & Bodmer. Stripping
out Tamiflu sales, she expects 2010
sales growth at Roche of around 5%.

Sales at the company’s flagship
pharmaceuticals division rose 11% in
the third quarter to 9.93 billion
francs. Stripping out Tamiflu sales
and calculating in the currencies
where sales were generated, overall
sales in the period increased 5%.

Sales of Avastin—used to treat
advanced colorectal, breast, lung
and kidney cancer—rose to 1.59 bil-
lion francs in the third quarter, mak-
ing it the company’s best-selling
drug in the quarter, though analysts

had called for revenue of 1.65 billion
francs.

Rituxan, sold in Europe as
MabThera, a treatment for cancer
and rheumatoid arthritis, reached
sales of 1.51 billion francs, also be-
low estimates of 1.6 billion francs.

The Swiss company bought out
U.S. biotech partner Genentech ear-
lier this year to reinforce its leading
position in cancer medicines and ex-
pects annual savings of 1 billion
francs from the deal. In July, Roche
raised its earnings forecast, reflect-
ing a swift integration of the com-
pany.

By 2015, Roche expects to return
to a positive net cash position after
using free cash flow to pay down
debt taken on to fund the $47 bil-
lion Genentech takeover.

BY JULIA MENGEWEIN

Cancer drug Avastin
was the company’s
biggest seller in the
latest quarter.

Lockheed names Kubasik
to new post of president

Lockheed Martin Corp. became
the latest major defense contractor
to make changes in its executive
suite, reinstating the president and
chief operating officer position and
tapping executive Christopher
Kubasik for the role.

Mr. Kubasik, 48 years old, will
have a frontline corporate position
overseeing operations of the Defense
Department’s largest contractor.
This comes as Defense Secretary
Robert Gates is shaking up weapons
contracting and targeting many
high-profile contracts for curtail-
ment, including Lockheed’s F-22
Raptor fighter, or for outright can-
cellation. Congress is also ratcheting
up its grip on military hardware
spending, focusing on cost overruns
and delays.

Mr. Kubasik had been chief finan-
cial officer from 2001 to 2007, and
then was appointed to run the com-
pany’s sprawling electronic-systems
business. The promotion also puts
him in a prime jumping off point to
potentially succeed Lockheed Chair-
man and Chief Executive Officer
Robert Stevens. In turn, it will let
Mr. Stevens, who is in effect the
company’s most senior representa-
tive with the U.S. government but

also with its foreign allies, to focus
on big-picture issues.

Mr. Stevens, 58, said in an inter-
view Thursday morning that the
move was a result of “simply listen-
ing to our customers” in government
who “are all asking that we get bet-
ter levels of execution.” That should
also benefit investors, he said.

In general, defense stocks have
lagged behind the broader U.S. eq-
uity market rebound and many in-
vestors have been getting cold feet
since the Obama administration took
office because of concerns about
cutbacks to military spending.

Though many companies have
done away with the top operations
position, Mr. Stevens said he felt it
was time to bring it back. The move
is effective Jan. 1 and a successor
still must be named to fill Mr.
Kubasik’s post.

The company reports third-quar-
ter results next week. Mr. Stevens
said the company’s long-term out-
look is strong and support for the
F-35 Joint Strike Fighter and other
programs underscore the company’s
growth potential.

Lockheed’s peers have made ex-
ecutive changes. Boeing Co. named a
top defense executive, and Northrop
Grumman Corp. announced chief ex-
ecutive succession plans.

BY AUGUST COLE
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DSB Bank must find buyer or face bankruptcy
Court sets deadline
of Friday, but owner
remains confident

Cadogan’s management
will buy firm from Fortis

By Bart Koster

AMSTERDAM—Time is running
out for troubled Dutch lender DSB
Bank NV, after an Amsterdam court
ordered it to find a buyer by Friday
or face being declared bankrupt. But
the bank’s owner said he remains
confident of keeping the operation
alive.

The court told unlisted DSB
Bank, which was placed into admin-
istration Monday by the Dutch Cen-
tral bank after a run on deposits,
that it has until 11 a.m. local time to
talk with “major banks” to find a
buyer.

If no “realistic chance” for a take-

over of the privately owned Dutch
savings and mortgage bank can be
worked out, DSB will be declared
bankrupt, the court said. If a take-
over can be worked out, the case will
be discussed in a closed court ses-
sion later Friday, it added.

DSB owner Dirk Scheringa told
reporters it was still possible to find
a solution to the company crisis.
“The chance for a positive solution
is 60%,” he said, adding that he sees
more takeover options for his bank
than just the five major Dutch banks
that have been mentioned up to
now.

Mr. Scheringa, a former police-
man who also owns AZ Alkmaar, the
Dutch soccer champions, was to
meet later Thursday with Finance
Minister Wouter Bos.

Mr. Scheringa indicated he was
prepared to give up his position at
the bank if that would help save it.
“The interests of our employees and

customers are most important,” he
said.

Two potential buyers, SNS Reaal
NV and Fortis Bank Netherlands
NV, Thursday reiterated that they
weren’t currently considering a

takeover of DSB, which had re-
ported assets of Œ8 billion ($11.93 bil-
lion). The lender was hit by a run by
depositors that followed a call from
a consumer group to pull money out
of the controversial institution.

“We discussed and looked into
the option seriously last week and

decided that it wasn’t viable,” Fortis
spokesman Arien Bikker said. “We
have no new information that has
changed our view, but of course we
are always available to listen to
them.”

SNS Reaal said it isn’t discussing
a deal with administrators. “We are
not in talks to buy DSB Bank or parts
of it,” spokeswoman Erna van der
Neut said.

Over the past weekend, talks on a
rescue operation for DSB between
the Dutch Central Bank, the Finance
Ministry and five major Dutch banks—
ING Groep NV, SNS Reaal, Ra-
bobank, ABN Amro and Fortis Bank
Netherlands— failed “owing to un-
certainty surrounding possible
claims on DSB,” the Central Bank
said.

The DSB seizure was described
by the government as unconnected
with the global financial crisis. How-
ever, it dealt a further blow to a fi-

nancial system hit hard by a credit
crunch that resulted in the national-
ization of former financial giant For-
tis and in multibillion-euro state-
aid plans for ING and insurer Aegon
NV.

Rabobank and ING declined to
comment. ABN Amro didn’t immedi-
ately respond to requests for com-
ment.

DSB Bank depositors are cur-
rently unable to access their cash.
Under the Dutch deposit-guarantee
system, accounts of as much as
Œ100,000 are guaranteed by DNB
through a plan funded jointly by the
Dutch banks. No time frame was
given by the authorities as to when
clients might be able to regain ac-
cess to their deposits.

The Central Bank said DSB cli-
ents can open accounts with other
banks without going through the
usual weeks-long application pro-
cess.

Tandberg holders turn up noses at Cisco Systems offer

MONEY & INVESTING

DSB’s owner said it
was still possible to
find a solution to the
company’s crisis.

By Jenny Strasburg

A $3.6 billion hedge-fund in-
vesting firm whose founder and
other senior executives quit two
weeks ago agreed to buy the busi-
ness back from Fortis Bank, after
stalled negotiations resumed, peo-
ple familiar with the matter say.

Cadogan Management LLC,
which oversees hedge-fund invest-
ments for clients in exchange for
fees, will spin off from the Euro-
pean bank’s U.S. asset-manage-
ment arm at the close of the trans-
action, the people said.

Cadogan, of New York, Fortis
and French bank BNP Paribas,
which this year agreed to acquire a
range of assets from Fortis, plan to
announce the agreement Thurs-
day.

Terms of the management-led
buyout aren’t expected to be dis-
closed, the people said. BNP al-
ready has a hedge-fund investing
business and that was seen as over-
lapping with Cadogan, making a
spinoff attractive.

Cadogan, which has a 15-year
track record investing in private

funds, has had a tumultuous run
lately, as The Wall Street Journal
reported. It has seen investors
pull assets amid uncertainty over
ownership, people close to the
firm say. The firm’s plans to spin
off from Fortis and BNP, depend-
ing on timing of a deal, had been
considered a positive, according
to two investors.

When spinoff talks froze in
early October over financial and
other terms, several top execu-
tives at Cadogan abruptly quit, re-
sulting in a notice to investors
about the management shake-up.
Those executives now will return
to the spun-off entity, according
to people familiar with the matter.

The executives who quit re-
cently but who plan to return in-
clude Cadogan’s founder and chief
executive, Stuart Leaf, as well as
Chief Investment Officer Paul
Isaac and Michael Waldron, the
chief risk officer and an invest-
ment-committee member, a per-
son familiar with the matter said.

At its peak, Cadogan oversaw
$5.5 billion, according to a person
familiar with the matter.

By Gustav Sandstrom

Shareholders representing
24% of the shares in Tandberg ASA
on Thursday rejected Cisco Sys-
tems Inc.’s $3 billion offer for the
video-conferencing-equipment
maker, fueling hopes that the U.S.
company might raise its bid.

Swedish brokerage house SEB
Enskilda, which represents the 21
shareholders in the Norwegian
company, said it has communi-
cated their position to Cisco.

“The shareholders are con-
vinced that Tandberg will gener-
ate strong returns as an indepen-
dent company, but are open to eval-
uate a higher offer from Cisco or a
third party,” SEB Enskilda said.
The 21 shareholders include both
international and Norwegian, and
both long-term and new, owners
of Tandberg stock, it said.

A Cisco spokeswoman declined
to comment on the announcement,

citing a continuing tender pro-
cess. The company reiterated that
it believes it is paying a fair price
for Tandberg.

Tandberg wasn’t available to
comment.

Cisco agreed to buy Tandberg
for about $3 billion, or 153.50 Nor-
wegian kroner a share, on Oct. 1. It
said Tandberg’s board recom-
mended the all-cash tender to its
shareholders, and that the offered
price was 11% above Tandberg’s
closing price the previous day and
25% above a three-month average
price for the stock.

Cisco has recently pushed into
30 new business areas, including
video-conferencing systems,
which it says could each produce
$1 billion a year in revenue.

The move into “telepresence”
reinforces the Silicon Valley net-
working-equipment company’s ri-
valry with Hewlett-Packard Co.,
which also sells video-conferenc-

ing gear and has stepped up its in-
vestment in networking equip-
ment.

Tandberg, which reported reve-
nue of $809 million for 2008,
makes a range of video-conferenc-
ing products, including high-end
hardware that competes with
Cisco’s own products and systems
that run on personal computers.

Cisco is now likely to raise its of-
fer, said Arctic Securities analyst

Martin Hoff, adding that the cur-
rent bid premium is low given the
valuation of some of Tandberg’s
peers and taking into account the
large expected synergies for
Cisco.

Others were more skeptical,
saying it was unclear how influen-
tial the minority group is. “I’m not
sure it’s wise of Tandberg to start
a long-term, fruitful relationship
with ill will,” said Mark Sue, an ana-

lyst at RBC Capital Markets.
Cisco probably wants to buy

the whole of Tandberg in order to
delist the company from the stock
exchange, Mr. Hoff said. He said ri-
val bids are unlikely because Tand-
berg’s management supports
Cisco’s bid and the U.S. company is
likely to gain more savings from
the deal than any rival bidder.

 —Adrian Kerr and Roger Cheng
contributed to this article.

Copyright 2009. All rights reserved etc

www.efinancialnews.com

An organisation only achieves its best
when all its elements work together in
perfect harmony.

The Financial News Corporate Licence
equips your organisation with the news,
analysis, in-depth features, comment
and country profiles to enable licence
members to share information and work
together optimally.

The package includes:
• Full site access
• A choice of emails
• RSS feeds
• News direct to mobile
• Access to 12 years of news archive
• Copyright licence

Find out more about our corporate licence
packages by calling +44 (0) 20 7309 7788 or
email licensing@efinancialnews.com

Much more
than the
sum
of its
parts

T H E WA L L ST R E ET JO U R NA L . FRIDAY - SUNDAY, OCTOBER 16 - 18, 2009 23




